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AN ACT T O  INCREASE THE BONDED AND 
LONG-TERM INDEBTEDNESS OF  THE GUAM 
TELEPHONE AUTHOKITY FOR THE 
EXPANSION AND IMPROVEMENT O F  I T S  
SYSTEM; TO REPEAL AND REENACT 
SUBSECTION ( a )  OF 17210 AND $7206, BOTH 
O F  TITLE 1 2 ,  GUAM CODE ANNOTATED, IN 
CONNECTION THER.EWITH AND T O  REQUIRE 
PUBLIC UTILITY COh'lNlISSION APPROVAL OF  
AGREEMENTS ON LONG DISTANCE 
TELECOMMUNICATION SERVICES. 

1 BE I T  ENACTED BY THE PEOPLE OF THE TERRITORY OF  GUAM: 

2 Sec t ion  1. T h e  Guam Telephone  Au tho r i t y  ("GTA") may i n c r e a s e  its 

3 b o n d e d  a n d  long-term i n d e b t e d n e s s  from Sixty-One Million T h r e e  H u n d r e d  



Two Thousand Nine Hundred Fifty Dollars ($61,302,950) to One Eiundred 

Twenty-Five Million Nine Hundred Seven Thousand Eight Hundred Collars 

($125,907,800). 

Section 2 .  GTA may issue: 

(a) A revenue bond payable to the order of the Rural Telephone 

Bank, an instrumentality of the United States of America, in the 

principal amount of Sixteen Million Eighty-Two Thousand Eight 

Hundred Fifty Dollars ($16,082,8501, bearing interest at a rate to be 

determined in accordance with the provisions of Section 408(b)(3) of 

the Rural Electrification Act of 1936, as amended ( 7  U .S .C .  

948(b)(3)), and the implementing regulations, as amended from time to 

time (7  C.F.R. #1610.10), and providing for the payment of the 

indebtedness evidenced thereby within thirty-five (35) years after the 

date thereof; and 

(b)  A revenue bond payable to the order of the United States of 

America in the principal amount of Forty-Eight hlillion Five Hundred 

Twenty-Two Thousand Dollars ($48,522,000) , bearing interest at the 

rate of five percent (5%) per annum, and providing for the payment of 

the indebtedness evidenced thereby within thirty-five (35) years after 

the date thereof. 

Section 3. The proceeds of the bonds authorized to be issued 

pursuant to Section 2 of this Act shall be expended only for the expansion 

and irr~provement of GTA's system. 

Section 4 .  Subsection (a) of 57210, Title 1 2 ,  Guam Code Annotated, is 

repealed and reenacted to read: 

( a )  Bonds shall bear interest at a rate not to exceed ~ i n e  and 

one half percent (94%) per annum payable annually or semi-annually or 

in part annually and in part semi-annually except that the first coupon 

on any bonds may be payable twelve (12) months or any number of 

months less than twelve (12) after the date of such bond; provided, 

however, that the nine and one half percent (94%) ceiling on the 

interest rate shall not apply to bonds issued to evidence loans made or 

guaranteed by the United States of America or any agency or 

instrumentality thereof. " 



Section 5. 57206 of Title 12, Guam Code Annotated, is repealed arid 

reenacted to read: 

1157206. Maximum Amount, Purpose of and Term of 

Bonds. Before issuing any bond or bonds, the Board, by indenture 

approved by the Governor and the Legislature by statute, shall 

declare the purpose for which the proceeds of the bonds proposed to 

be issued shall be expended and shall specify the maximum amount of 

bonds to be issued or sold for such purposes, and their maximum 

term. Bonds shall not be issued or sold for such purpose irr any 

amount or for a term exceeding that specified." 

Section 6. No later than December 31, 1990, GTA shall establish, 

subject to the approval of the Public Utility Commission ("PUC1'), standard 

terms and conditions applicable to all agreements between GTA and 

companies providing long distance telecon~munication services between Guam 

and overseas destinations. Such terms and conditions shall not be modified 

without the approval of PUC. Any agreement between GTA and companies 

providing telecommunication service bet ween Guam and overseas destinations 

shall be, by i t s  terms, subject to unilateral niodification of the standard 

terms and conditions at any time by PUC in the same manner as rates and 

tariffs are modified. Any agreement shall not be for a fixed term. GTA 

may not impose on any provider of such long distance services any terms, 

conditions, or charges not contained in i ts  standard terms and conditions or 

in its tariffs. 



Bill No. S S ~  

Introduced by: 

TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regular Sessio~ 

APR 10 '89 

Committee on  Rule: 

At the Requ'e'st of tPhe Governor 

AN ACT TO INCREASE THE BONDED AND LONG TERM 
INDEBTEDNESS OF THE GUAM TELEPHONE AUTHORITY AND 
FOR OTHER PURPOSES. 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

Section 1. The Guam Telephone Authority may increase its 

bonded and long term indebtedness from Sixty-One Million Three 

Hundred Two Thousand Nine Hundred Fifty Dollars ($61,302,950.00) to 

One Hundred Twenty-Five Million Nine Hundred Seven Thousand Eight 

Hundred Dollars ($125,907,800.00). 

Section 2. The Guam Telephone Authority may issue: 

(a) A revenue bond payable to the order of the Rural 

Telephone Bank, an instrumentality of the Government of the 

United States of America, in the principal amount of Sixteen 

Million Eighty-Two Thousand Eight Hundred Fifty Dollars 

($16,082,850.00) of bearing interest at a rate to be 

determined in accordance with the provisions of Section 408 

(b) (3) of the Rural Electrification Act of 1936, as amended 

(7 U.S.C. 948 (b) (3)), and the implementing regulations, as 

amended from time to time (7 C.F.R. #1610.10), and providing 

for the payment of the indebtedness evidenced thereby within 

thirty-five (35) years after the date thereof, and 

(b) A revenue bond payable to the order of the United 

States of America in the principal amount of Forty-Eight 

Million Five Hundred Twenty-Two Thousand Dollars 



($48,522,000.00), bearing interest at the rate of five percent 

(5%) per annum and providing for the payment of the 

indebtedness evidenced thereby within thirty-five (35) years 

after the date thereof. 

Section 3. The proceeds of the bonds authorized to be issued 

pursuant to Section 2 of this Act shall be expended only for the 

expansion and improvement of the Guam Telephone Authority's system. 

Section 4. Subsection (a) 12 GCA Section 7210 is repealed and 

reenacted to read: 

"(a) Bonds shall bear interest at the rate of not to 

exceed nine and. one half percent (9 1/2t) per annum payable 

annually or semi-annually or in part annually and in part 

semi-annually except that the first coupon on any bonds may be 

payable twelve (12) months or any number of months less than 

twelve (12) after the date of such bond, provided, however, 

that the nine and one half percent (9 1/2%) ceiling on the 

interest rate shall not apply to bonds issued to evidence 

loans made or guaranteed by the United States of America or 

any agency or instrumentality thereof." 

Section 5. 12 GCA Section 7206 is repealed and reenacted to 

read: 

"Section 7206. Maximum Amount, Purpose of and Term of Bonds. 

Before issuing any bond or bonds, the Board, by 

indenture approved by the Governor and the Legislature by 

statute shall declare the purpose for which the proceeds of 

the bonds proposed to be issued shall be expended and shall 



1 s p e c i f y  t h e  maximum amount  o f  b o n d s  t o  b e  i s s u e d  o r  s o l d  f o r  s u c h  

2 p u r p o s e s ,  a n d  t h e i r  maximum term. Bonds s h a l l  n o t  b e  i s s u e d  o r  s o l d  

3 f o r  s u c h  p u r p o s e  i n  a n y  amount  o r  f o r  a term e x c e e d i n g  t h a t  

4 s p e c i f i e d . "  



 ENA AT OR DON PARKINSPI 
20th G U A M  LEGISLATURE 

163 CHALAN SANTO PAPA STREET 
ACANA,  GUAM 96960 

MAJORITY LEADER ard CHAIRPERSCM. C m I T T E E  OW ENERGY, UTILITIES, AH0 COllSUnER PROfEtTIOH 

March 7 ,  1990 

Honorable Joe T. San Agustin 
Speaker, 20th Guam Legislature 
163 Chalan Santo Papa 
Agana, Guam 96910 

Dear Mr. Speaker: 

The Committee an  Energy, Utilities and Consumer Protection and the 
Committee on Economic Development w i s h  to report out their findings on BILL 
NO. 558: A N  ACT TO INCREASE THE BONDED AND LONG TERM INDEBTEDNESS OF THE 
GUAM TELEPHONE AUTHORITY AND FOR OTHER PURPOSES. 

Committee on Energy, 
U t i l i t e s  and Consumer 
Protection 

Committee on Economic 
Development 

-13- TO PASS: ----------------- -10- TO PASS: ----------------- 
- 0- NOT TO PASS: ------------- NOT TO PASS:--zOz---, ---- 

-0- A B S T E ~ T I O N S :  ----+-------- -1- (Not Votinq) ABSTENTIONS: ------------- 
-0- REPORT OUT ONLY: REPORT OUT ONLY: -0- 

A copy of the Committee Report and a l l  pertinent documents are 
attached for your information. 

Sincerely, 

Senator Don @- arkinson 
Chairman, Committee on 
Energy, Utilities and 
Consumer Protection 

Sincerely, 

sensor Eddie Reyes 
Chairman, Committee on 
Economic Development 



COMMITTEE ON ENERGY, UTILITIES AND 
CONSUMER PROTECTION 

VOTING SHEET ON; 

BILL NO. 558: AN ACT TO INCREASE THE BONDED AND LONG TERM INDEBTEDNESS OF THE 
GUAM TELEPHONE AUTHORITY AND FOR OTHER PURPOSES. 

COMMITTEE MEMBERS; INITIAL To PAS& POT TO PASS; REPORT OUT: 

L 
Sen. Don Parkinson 

Sen. Aerminia ~ierking $,, ,/, 

Sen. George Bamba L&!L.-' 
Sen. Madeleine Bordallo 

Sen. Doris Brooks / 
Sen. Gordon Mailloux 

Sen. Marilyn Manibusan 

Sen. Ted Nelson 

Sen. Franklin Quitugua 

Sen. Martha Ruth 

Sen. Frank Santos 

Sen. Antonio Unpingco 

Spkr. Joe T. San Agusti 



COMMITTEE ON ECONOMIC DEVELOPMENT 

VOTING SHEET ON; 

BILL NO. 558: AN ACT TO INCREASE THE BONDED AND LONG TERM INDEBTEDNESS OF THE 
GUAM TELEPHONE AUTHORITY AND FOR OTHER PURPOSES. 

COMMITTEE MEMBERS : INITIAL TO PASS: NOT TO PASS: REPORT OUT: 

Sen. Eddie Reyes 

Sen. Madeliene Bordallo 

Sen. George Bamba 

Sen. Pilar Lujan /' 

Sen. John Aguon 

Sen. Gordon Mailloux 

Sen. Marilyn Manibusan 

Sen. Elizabeth Arriola 

Sen. Frank Santos 



REPORT OF THE COMMITTEE ON ENERGY 
UTILITIES AND CONSUMER PROTECTION ~ l f  H 

T H E  COMMITTEE ON ECONOMIC DEVELOPMENT ON: 

BILL NO. 558: AN ACT T O  INCREASE THE BONDED 
AND LONG TERM INDEBTEDNESS OF THE GUAM TELEPHONE 

AUTHORITY AND FOR OTHER PURPOSES. 

PREFACE: 

The Committee on Energy, Utilities and Consumer Protection with 
the Committee on Economic Development conducted a joint public hearing 
on Friday, February 23, 1990 at 10:30 a.m. in the Legislative Session 
Hall on BILL NO. 558: AN ACT TO INCREASE THE BONDED AND LONG TERM 
INDEBTEDNESS OF THE GUAM TELEPHONE AUTHORITY AND FOR OTHER PURPOSES. 
The Committee Members present were: Senator Don Parkinson, Chairman, 
CEUCP; Senator Eddie Reyes, Chairman, CED; Senator Doris Brooks, 
member; Senator Martha Ruth, member; Senator Elizabeth Arriola, 
member; Senator Franklin Quitugua, member and Senator Herminia 
Dierking, member. 

Since there were no other person present to testify on Bill No. 
558, the Guam Telephone Authority Administration was requested to 
gppear before the Committee to testify and answer questions. 
Appearing before the Committees were: Mr. Jesus Manibusan, GTA General 
Manager; Mr. Eddie Cruz, Chairman, GTA Board of Directors; Mr. Don 
Tatman, GTA Controller, Mr. James Underwood, GTA Deputy General 
Manager and Mr. Jose Leon Guerrero, GTA Legal Counsel. Written 
testimony was submitted by Mr. Manibusan and Mr. Eddie Cruz. This 
testimony is labeled Exhibit "An. Mr. Manibusan stated that GTA 
supports the passage of Bill No. 558. He also stated that GTA1s 
primary goal is to install a system that provides: 1) Quality; 2) 
Adequacy; and 3) Availability. In December of 1988 GTA converted its 
last of eight (8) central offices to a digital system. This final 
conversion contributed to eliminate delayed dial tones and connection 
to wrong numbers among other long standing problems. It introduced 
customers to quality telephone service in relation to clarity and 
speed. 

Mr. Manibusan also stated that the passage of this bill will 
allow GTA to complete its fiber optic network which is designed to 
provide callers an alternate route in the event a major trunk cable is 
damaged. In order to complete the three goals of GTA sentice, the 
system must be made available on the demand of its consumers. 
Although, customer complaints have been reduced drastically, 
complaints regarding installation delays continue to increase. Guam's 
telephone infrastructure was not built to accommodate the current 
growth rate of our island, therefore GTA lines are not immediately 
available everywhere. 

One factor involved in reaching the complete goal was obtaining 
the necessary resources to ensure that GTA fulfills its responsibility 



to the public. GTA has received approval from the Rural 
Electrification Administration for an "EW Loan in the amount of $64.6M 
to fund the system upgrades and other projects. 

Mr. Manibusan continued by stating that since GTA was established 
as an autonomous agency of the Government of Guam in 1974, it has 
never increased its $12.00 per month basic rate charge. There is no 
immediate plans to raise this rate in the next five years and this 
loan will not have any bearing on any possible decisions to raise 
rates. 

Mr. Manibusan stated that should this bill be passed, the "Em 
Loan funds will be distributed for the following items: $23.3M for 
central office equipment; $28.9M M for Outside Plant; $1.6M for fiber 
optic trunking; $8.9M for Engineering support and inspection; and 
$2.9M for land acquisitions and buildings. 

Mr. Manibusan concluded by stating that the completion of Guam's 
telecommunication systems network will allow for innovation. The 
system was designed to accommodate expansion and additional 
capabilities made available through technology. Guam will be able to 
keep up with the trends, demands and changes within the 
telecommunications industry. 

After the testimony, questions were addressed to GTAgs 
Administration. Senator Reyes began by asking whether the $64M was 
already approved by REA. Mr. Don Tatman, GTA Controller, stated that 
the REA Loan has already been approved1. However, the outstanding 
loan balance is under 56M which is still drawing funds from a "Dlt 
Loan. Senator Reyes then asked whether there are any current 
restrictions which REA is requiring upon GTA? Mr. Jose Leon Guerrero, 
Legal Counsel, said that the revenue stream for the REA Loan are 
pledge revenues. The restrictions which apply is that the General 
Manager and the Legal Counsel must be approved by REA. Mr. Leon 
Guerrero also stated that the REA can take over the management of the 
agency if the loan is defaulted. Other restrictions which apply is 
the approval of the employees for the agency. Mr. Manibusan added 
that the projects must also be approved by REA. 

Senator Reyes then asked what the interest rate is for the REA 
Loan? Mr. Leon Guerrero stated that the interest rate is 5% and it is 
a fixed rate. Senator Reyes asked what is the debt service? Mr. 
Tatman stated that the debt service is $4M/year for a $120M Loan. 
Additionally, the net income in Fiscal Year 1989 was $4M, however, the 
cash flow exceeds the net income. 

Senator Arriola asked that since the REA Loan has been a plan for 
3-4 years, then what other loans have been used to upgrade the system. 
Mr. Manibusan responded stating that they have received "CW and "DW 
Loans. Senator Arriola then asked how much is GTA encumbering? Mr. 
Tatman stated that in 1999 the total interest repayment will be 
$7,900,000. 



According to GTA, the bonds shall bear interest at the rate of not 
to exceed 9 1/2 % per annum payable annually or semi-annually . It 
would cost the government more than 5% in interest in order for GTA to 
receive the funds. The Loans have been preapproved by statute and the 
indebtedness is for a 35 year period. 

Senator Parkinson stated that he supports GTA providing long 
distance service to its consumers, However, Mr. Underwood stated that 
GTA has made a committment not to get into the long distance service. 
Senator Parkinson then recommended that GTA write a tariff relative to 
long distance carrier using GTA1s system. He suggested that this 
tariff include standard procedures and requirements for any long 
distance carrier to hook up to GTA1s system. 

Mr. Joaquin Santos, former General Manager for GTA, appeared 
before the Committees to testify as a private citizen on Bill 558. 
Mr. Santos stated that the evolution of the Loan was created 
because of the requirements expressed by the community and by the 
Senators. Mr. Manibusan testified strongly in support for the passage 
of Bill 558. 

COMMITTEE FINDINGS AND RECOMMENDATIONS; 

The Committee on Energy, utilities and Consumer Protection and 
the Committee on Economic find that while the telephone services 
provided by the Guam Telephone Authority have improved significantly, 
the unparallelled economic growth on Guam makes it necessary to 
undertake continuing expansion and major capital improvements to the 
telephone system. It is the testimony of the Management of GTA that 
raising the debt ceiling of GTA will not result in a rate increase. 
Therefore, the Committee on Energy, Utilities and Consumer Protection and the Committee on 
Economic recommends Bill No. 558 to be passed by the 20th Guam Legislature. 

EXHIBITS: 

Exhibit I1A1* Written testimony by Mr. Jesus Manibusan, GTA 
General Manager and Mr. Eddie Cruz, Chairman, 
GTA Board. 

Exhibit llB1l GTA9s Board of Directors Resolution No. 89-8 
and 89-11. 

Exhibit I1Cw Letter dated February 23, 1990 from Mr. Eddie 
Cruz, Chairman, GTA Board. 



Exhibit **D*I Letter from Honorable Joseph F. Ada, dated 
March 27, 1989. 

Exhibit vVEV1 Financial Statements from Peat Marwick, 
Certified Public Accountants. 

Exhibit **F** Fiscal Note from Mr. Michael Reidy, Director, 
Bureau of Budget and Management Research. 

Exhibit "GV@ Witness Sign-In Sheet Displayed during the 
public hearing. 



TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) REGULAR SESSION 

Bill No. 558 
As Substituted by the Committee on 
Energy, Utilities and Consumer Protection 
and the Committee on Economic Development 

Introduced By: Committee on Rule- 

AN ACT TO INCREASE THE BONDED AND LONG TERM INDEBTEDNESS OF 
THE GUAM TELEPHONE AUTHORITY AND FOR OTHER PURPOSES. 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

Section 1. The Guam Telephone Authority may increase its bonded 

and long term indebtedness from Sixty-One Million Three Hundred Two 

Thousand Nine Hundred Fifty Dollars ($61,302,950.00) to One Hundred 

Twenty-Five Million Nine Hundred Seven Thousand Eight Hundred Dollars 

($125,907,800.00). 

Section 2. The Guam Telephone Authority may issue: 

(a) A revenue bond payable to the order of the Rural 

Telephone Bank, an instrumentality of the Government of the 

United States of America, in the principal amount of Sixteen 

Million Eighty-Two Thousand Eight Hundred Fifty Dollars 

($16,082,850.00) of bearing interest at a rate to be determined 

in accordance with the provisions of Section 408 (b) (3) of the 

Rural Electrification Act of 1936, as amended (7 U.S.C. 948 (b) 

(3)), and the implementing regulations, as amended from time to 



time (7 C.F.R. #1610.10), and providing for the payment of the 

indebtedness evidenced thereby within thirty-five (35) years 

after the date thereof, and 

(b) A revenue bond payable to the order of the United 

States of America in the principal amount of Forty-Eight Million 

five Hundred Twenty-Two Thousand Dollars ($48,522,000.00), 

bearing interest at the rate of five percent (5%) per annum and 

providing for the payment of the indebtedness evidenced thereby 

within thirty-five (35) years after the date thereof. 

Section 3. The proceeds of the bonds authorized to be issued 

pursuant to Section 2 of this Act shall be expended only for the 

expansion and improvement of the Guam Telephone Authorityts system. 

Section 4. Subsection (a) 12 GCA Section 7210 is repealed and 

reenacted to read: 

"(a) Bonds shall bear interest at the rate of not to exceed 

nine and one half percent (9 1/2 3)  per annum payable annually or 

simi-annually or in part annually and in part semi-annually 

except that the first coupon on any bonds may be payable twelve 

(12) months or any number of months less than twelve (12) after 

the date of such bond, provided, however, that the nine and one 

half percent (9 1/2%) ceiling on the interest rate shall not 

apply to bonds issued to evidence loans made or guaranteed by the 

United States of America or any agency or instrumentality 

thereof. It 

Section 5. 12 GCA Section 7206 is repealed and reenacted to 

read: 

"Section 7206. Maximum Amount, Purpose of and Term of Bonds. 



Before issuing any bond or bonds, the Board, by indenture 

approved by the Governor and the Legislature by statute shall 

declare the purpose for which the proceeds of the bonds proposed 

to be issued shall be expended and shall specify the maximum 

amount of bonds to be issued or sold for such purposes, and their 

maximum term. Bonds shall not be issued or sold for such purpose 

in any amount or for a term exceeding that specified.## 

Section 6. No later than December 31. 1990, the Guam Telephone 

Authority (herein called GTA) shall establish, subiect to the amroval 

of the Public Utilitv Commission (herein called PUC), standard terms 

and conditions amlicable to all aareements between GTA and com~anies 

providina lons distance telecommunication sewices between the 

territory of Guam and overseas destinations. Such terms and 

conditions shall not be modified without the amroval of PUC. Anv 

aareement between GTA and companies ~rovidins telecommunication 

service between Guam and overseas destinations shall be. bv its terms, 

subiect to unilateral modification of the standard terms and 

conditions at anv time bv the PUC. Anv aareement shall not be for a 

fixed term. GTA mav not impose on anv wrovider of such lons distance 

services anv tems, conditions, or charaes not contained in its 

standard terms and conditions or in its tariffs, 



Bill No. 5 3 8  
Introduced by: 

TWENTIETH GUAM LEGISLATURE 
1989 (FIRST) Regular S e s s i o ~  

APR 10 '89 

Committee on Rules / 

At the Requ'est'of. tq l  Governor 

AN ACT TO INCREASE THE BONDED AND LONG TERM 
INDEBTEDNESS OF THE GUAM TELEPHONE AUTHORITY AND 
FOR OTHER PURPOSES. 

BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

Section 1. The Guam Telephone Authority may increase i t  

bonded and long term indebtedness from Sixty-One Million Thre 

Hundred Two Thousand Nine Hundred Fifty Dollars ($61,302,950.00) t 

One Hundred Twenty-Five Million Nine Hundred Seven Thousand Eigh 

Hundred Dollars ($125,907,800.00). 

Section 2. The Guam Telephone Authority may issue: 

(a) A revenue bond payable to the order of the Rura 

Telephone Bank, an instrumentality of the Government of thc 

United States of Alaerica, in the principal amount of Sixteer 

Million Eighty-Two Thousand Eight Hundred Fifty Dollar! 

($16,082,850.00) of bearing interest a t  a rate to bt 

determined in accordance with the provisions of Section 401 

(b) (3) of the Rural Electrification Act of 1936, as amendec 

(7 U.S.C. 948 (b) ( 3 ) ) ,  and the implementing regulations, as 

amended from time to time (7 C.F.R. 11610.10), and providing 

for the payment of the indebtedness evidenced thereby within 

thirty-five ( 3 5 )  years after the date thereof, and 

(b) A revenue bond payable to the order of the United 

States of America in the principal amount of Forty-Eight 

2 1 Million Five Hundred Twent y-Two Thousand Dollars 



($48,522,000.00), bearing interest at the rate of five percen 

( 5 % )  per annurn and providing for the payment of the 

indebtedness evidenced thereby within thirty-five (35) years 

after the date thereof. 

Section 3. The proceeds of the bonds authorized to be issue! 

pursuant to Section 2 of this Act shall be expended only for tht 

expansion and improvement of the Guam Telephone Authority's system. 

Section 4. Subsection (a) 12 GCA Section 7tlO is repealed ant 

reenacted to read: 

"(a) Bonds shall bear interest at the rate o f  not tc 

exceed nine a n d  one half percent (9 1/23) per annum payable 

annually or semi-annually or in part annually and in part 

semi-annually except that the first coupon on any bonds may bt 

payable twelve (12) months or any number of months less thar 

twelve (12) after the date of such bond, provided, however, 

that the nine and one half percent (9 1/21) ceiling o n  the 

interest rate shall not apply to bonds issued to evidence 

loans made or guaranteed by the United States of America or 

any agency or instrumentality thereof." 

Section 5. 12 GCA Section 7206 is repealed and reenacted t c  

read: 

"Section 7206. Maximum Amount, Purpose of and Term o'f Bonds. 

Before issuing any bond or bonds, the Board, by 

indenture approved by the Governor and the Legislature by 

statute shall declare the purpose for which the proceeds of 

the bonds proposed to be issued shall be expended and shall 



specify the maximum amount of bonds to be issued or sold for sucl 

purposes, and their maximum term. Bonds shall not be issued or sol( 

for such purpose in any amount or for a term exceeding t h a t  

specified." 



GUAM TELEPHONE AUTHORITY 
POST OFF ICE BOX TAMUNING. GUAM 969 1 1 TE?. 6 4 -  Y427 FAX 6C6-8249 

GUAM TBLXPBONE AUTEORITYr8 'IgSTIYONY ON BILL 558 

I am here to testify in favor of Bill 558 to increase 

the Guam Telephone Authority's debt ceiling to $126M. The 

passage of this bill will enable GTA to satisfy one primary 

goal demanded by our customers. I would like to take a 

moment to briefly define this goal and the factors 

surrounding it. 

Three years ago, GTA was heavily criticized for not 

providing a telecommunication system that worked. In less 

than two years GTA took its first running step in satisfying 

the public's demand. 

Our primary goal is to install a system that provides 

three services: 

1. Quality; 

2. Adequacy; and, 

3 .  Availability 

In December 1988 GTA converted its last of e i g h t  ( 8 )  

central offices to a digital system. This final conversion 

contributed to eliminating delayed dial tones and connection 

to wrong numbers among other long standing problems. It 

introduced customers to quality telephone service in relation 

to clarity and speed. However, this did not solve everything. 
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B i l l  558 ~ e s t i ~ y  

I n  a d d i t i o n  t o  p r o v i d i n g  q u a l i t y ,  GTA was mandated t o  

p r o v i d e  adequacy. The e x i s t i n g  sys tem remains  v u l n e r a b l e  t o  

major  o u t a g e s  which r e s u l t  from cable c u t s .  

The p a s s a g e  of t h i s  b i l l  w i l l  a l l o w  GTA t o  comple te  i ts 

f i b e r  o p t i c  network which w a s  d e s i g n e d  t o  p r o v i d e  cal lers  a n  

a l t e r n a t e  r o u t e  i n  t h e  e v e n t  a  major  t r u n k  c a b l e  is damaged. 

T h i s  a l t e r n a t e  r o u t e  ( f o r  t e l e p h o n e  ca l l s )  is an example of 

how a d e q u a t e  Guam's s y s t e m  can b e  once  completed.  

To comple te  t h e  s e r v i c e ,  GTA must have  t h i s  s y s t e m  

a v a i l a b l e  on demand. Although many of o u r  cus tomer  

c o m p l a i n t s  have  d r a s t i c a l l y  r e d u c e d ,  c o m p l a i n t s  r e g a r d i n g  

i n s t a l l a t i o n  d e l a y s  c o n t i n u e  t o  s t e a d i l y  i n c r e a s e .  Guam's 

t e l e p h o n e  i n f r a s t r u c t u r e  was n o t  b u i l t  t o  accommodate t h e  

c u r r e n t  growth rate of o u r  i s l a n d ;  t h e r e f o r e ,  GTA l i n e s  a r e  

n o t  immedia te ly  a v a i l a b l e  everywhere .  The need t o  r e s e a r c h ,  

t r e n c h  and i n s t a l l  l i n e s  can  l e a v e  c u s t o m e r s  w a i t i n g  months 

b e f o r e  t h e i r  t e l e p h o n e s  are i n s t a l l e d .  Although $he p a s s a g e  

of  t h i s  b i l l  w i l l  n o t  make l i n e s  a p p e a r  o v e r n i g h t ,  it w i l l  

a l l o w  GTA t o  implement t h e  p l a n s  t o  b e g i n  r e s o l v i n g  t h i s  

i s s u e .  

One f a c t o r  i n v o l v e d  i n  r e a c h i n g  t h e  comple te  g o a l  w a s  

o b t a i n i n g  t h e  n e c e s s a r y  r e s o u r c e s  t o  e n s u r e  t h a t  GTA f u l f i l l s  

i ts  r e s p o n s i b i l i t y  t o  t h e  p u b l i c .  GTA h a s  r e c e i v e d  a p p r o v a l  

from t h e  R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n  f o r  an  "E" Loan 

i n  t h e  amount o f  $64.6M t o  fund  t h e  sys tem upgrades  among 

o t h e r  p r o j e c t s .  . 
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Bill 558 T'estia 

The passage of this bill would allow us to utilize these 

funds. 

Since GTA was established as an autonomous agency of the 

Government of Guam in 1974, it has never increased its $12.00 

per month basic rate charge. We have no immediate plans to 

raise this rate in the next five years and this loan will not 

have any bearing on any possible decisions to raise rates. 

Should you approve the passage of this bill, "Etl Loan 

funds will be distributed for the following items: $23.3M for 

central office equipment; $28.9M for Outside Plant; $1.6M for 

fiber optic trunking; $8,9M for Engineering support and 

inspection; and $2.9M for land acquisitions and buildings. 

In conclusion, the completion of Guam' s 

telecommunication systems network will allow for ' innovation. 

The system was designed to accommodate expansion and 

additional capabilities made available through technology. 

Guam will be able to keep up with the trends, demands and 

changes within the telecommunications industry. With this, 

Guam can be an active participant in the Age of Information 

for the Pacific Basin. 

Thank you for your time and attention. 

. ' MANIBUSAN P. E . EDDIE J. CR 
GENERAL MANAGER CHAIRMAN 
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Port Offio Box 9008, Tamuning, Guam 9691 1.3008 - Telephone: 646-8607 

BOAR13 OF DIRECTORS 

RESOLUTION NO. 89-8 

RELATIVE TO INCREASING THE GUAM TELEPHONE AUTHORITY'S 
BONDED AND LONG TERM INDEBTEDNESS TO 

ONX HUNDRED TWENTY FIVE MILLION NINE HUNDRED 
SEVEN THOUSAND EIGHT HUNDRED DOLLARS ($125,907,800) 

WHEREAS, the Guam Telephone Authority was established in 
order to provide the people of Guam with the best communication 
system possible; and 

WHEREAS, the Guam Telephone Authority, in order to fulfill 
its statutory mission, requires long-term capital funds; and 

WHEREAS, the Guam Telephone Authority requires that 
additional funds be obtained from the Rural Electrification 
Administration in order to continue improvements to the system 
and to permit it to keep up with developments planned and in 
progress; and 

WHEREAS, by letter dated September 23, 1989, the Guam 
Telephone Authority was advised that a loan in the amount of 
Forty Eight Million Five Hundred Twenty Two Thousand Dollars 
($48,522,000) from the Rural Electrification and Telephone 
Revolving fund at an interest rate of five percent (5%) per 
annum and a loan in the amount of Sixteen Million Eighty Two 
Thousand Eight Hundred Fifty Dollars ($16,082,850) from the 
Rural Telephone Bank at an interest rate to be determined in 
accordance with the provisions of Section 408 (b) (3) of the 
Rural Electrification Administration Act of 1936, as amended 
7 U.S.C. 948 (b) (3) and the implementing regulations, as amended 
from time to time (7 C.F.R. #1610.10), had been approved; and 

WHEREAS, the maximum amount of indebtedness presently 
authorized is Sixty One Million Three Hundred Two Thousand Nine 
Hundred Fifty Dollars ($61,302,950); now therefore be it 



in 
to 
Eig 

RESOLVED, that the Board of Directors authorizes an increase 
the Guam lephone Authority's maximum indebtedness ceiling 
One Hundre 3 Twenty Five Million Nine Hundred Seven Thousand 
,ht Hundred Dollars ($125,907,800). 

DULY AND REGULARLY ADOPTED THIS 8TH DAY OF FEBRUARY, 1989. 

BOARD OF DIRECTORS 
V SECRETARY 
BOARD OF DIRECTORS 
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Guam Telephone Authority 

Post &cs Box 9008. Tmuning, Guam 9691 1-3008 - Telephone: 646-8607 . BOARD OF DIRECTORS 

RESOLUTION NO. 89-11 

RELATIVE TO AUTHORIZING THE GUAM TELEPHONE AUTHORITY TO 
ISSUE BONDS TO EXPAND AND IMPROVE GUAM'S TELEPHONE SYSTEM 

WHEREAS, by letter dated September 23, 1988, the Guam 
Telephone Authority was advised that a loan in the amount of 
Forty Eight Million Five Hundred Twenty Two Thousand dollars 
($48,522,000) from the Rural Electrification and Telephone 
Revolving Fund and a loan in the amount of Sixteen Million Eighty 
Two Thousand Eight Hundred Fifty dollars ($16,082,850) from 
the Rural Telephone Bank had been approved; and 

12 GCA Section 7206 requires that before any bonds 
are issued to evidence such indebtedness, the Board of Directors 
must adopt a resolution declaring the purposes for which the 
proceeds of the bonds proposed to be issued shall be expended 
and specifying the maximum amount of bonds to be issued or 
sold for such purposes and their maximum term; now therefore 
be it 

RESOLVED, that the Guam Telephone Authority is authorized 
to issue 

(a) a revenue bond payable to the order of Rural Telephone 
Bank in the principal amount of Sixteen Million Eighty Two 
Thousand Eight Hundred Fifty dollars ($16,082,8501, bearing 
interest at a rate to be determined in accordance with the 
provisions of Section 408 (b) (3) of the Rural Electrification 
Act of 1936, as amended (7 U.S.C. 948 (b) ( 3 )  and the implementing 
regulations as amended from time to time (7 C.F.R. #1610.10), 
and providing for the payment of the indebtedness evidenced 
thereby within thirty-five (35) years after the date thereof; 
and 

(b) a revenue bond payable to the order of the United 
States of ;America in the principal amount of Forty Eight Million 
Five Hundred Twenty Two Thousand Dollars ($48,522,000.001, bearing 
interest at a rate of five percent (5%) per annum and providing 
for the payment of the indebtedness evidenced thereby within 
thirty-five (35) years after the date thereof; and be it further 

RESOLVED, that the proceeds fo the bonds authorized to 
be issued herein shall be expended only for the expansion and 
improvement of the Guam Telephone Authority's telephone system: 
and be it further 



RESOLVED, that the Chairman certify to and the Board 
Secretary attest the adoption hereof and that copies of the 
same be there ter transmitted to the Governor of Guam for his 
approval pursu % nt to 12 GCA Section 7206; to the Administrator 
of the Rural Electrification Administration; and to the Speaker 
of the Guam Legislature 

DULY AND REGULARLY ADOPTED THIS 22ND DAY OF MARCH, 1989. 

EDDIE J. CRU 
CHAIRMAN SECRETARY 
BOARD OF DIRECTORS BOARD OF DIRECTORS 

APPROVED PURSUANT TO 12 GCA SECTION 7206. 

7 -  . 
I: JOSEPH F. ADA 

GOVERNOR OF GUAM 

MAR 2 7 1989 

ATTEST : 

Y 

FRANK F, BLAS 
LIEUTENANT GOVERNOR OF GUAM 
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Guam Telephone Authority 

Post Office Box 9008, Tamuning, Guam 9691 1-3008 - Telephone: 646-8607 

February 23, 1990 

Senator Don Parkinson 
Chairman, Committee on Energy, Utilities 

and Consumer Protection 
Twentieth Guam Legislature 
/I163 Chalan Santo Papa 
Agana, Guam 96910 

Dear Senator Parkinson: 

In reply to your letter dated April 24, 1989, the following responses 
are provided for Items M and N. 

M. REQUEST: A written statement from the Board of Directors of GTA 
on any proposed, planned, or contemplated rate increases over 
the next five (5) years and the reasons therefore. 
RESPONSE: There are currently no definite plans for proposed 
rate increases over the next (5) years. It is inevitable that 
increases must occur to offset rising costs of labor, material 
and freight. The Authority has not increased rates. The 
current rate has existed since GTA was established as an 
autonomous agency of the Government of Guam and had its Local 
Telephone Exchange Tariff approved and adopted in 1974. 

N. REQUEST: A written statement from the Board of Directors and 
from Management as to what effect (if any) additional borrowing 
will have on rates over the next five (5) years. 
RESPONSE: Based on projections prepared by GTA'S Controller the 
proposed borrowing on the REA E Loan will not cause an increase 
in the telephone rates over the next five (5) years. Other 
factors such as labor costs, material costs, freight rates, etc. 
may affect the rates as they occur. 

If you should have questions or comments regarding the above 
responses, please do not hesitate to give me or the General Manager a 
call. Thank you for your attention to this matter. 

Sincerely, A 

Chairman, 
Board of Directors 

cc: General Manager 
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Thrr Honorable Joe T. San Agustfn 
Sparker, Twentieth Gurm Legislature 
163 Chrlrn Santo Prpr 
Aganr, Gurr 96910 

bear Mr. Speaker: 

Encloslsd for tho consfdsrrtiaa of the  Twentieth Cur8 
Le islrtutm l a  An Act to Increrm the Bonded and Long-Term a In ebtednora 66 the Guam Telephone Authority and for Other 
Purposes . 
Par many rrny years there hra existed r chrll'enge t o  Guar'r 
l eadersh ip  to  provida t e t i r b l o ,  affordable and q u a l i t y  
telephona rervice to our irlrnd eosaunera, Aa 1 stated i n  my 
S t r t o  o f  t b 6  Torti tory Addresr, phoaoa on Guam work far 
batter thrn they used t o .  Neturrlly, there r e  still 
challenges bafore ur ,  Porerort aaong those l a  t o  redues t h e  
reponre m e  for i a r t a l l r t i o n  and service ca l l s ,  and t o  
insure that improved services t h r t  we have bsun the 
bensficiray of avmr the part two years continues unabated, 
We nust nett20 for nothing 1688 thrn r continually inproving 
systea that offers tho bhst p h ~ n e  service for our ds$etvina 
pub1 i c  . 
The G u m  Telephone Autharity ha8 slrmrdy initirtad r fiber 
optic conrrrrioa t o  tavide our lrlaed reridentr and burlnora B community with  a 80 ern t.locommuniertion syrter. Th9 Gura 
Telephona Autharity i r  currently  orpoditin# tho c6nattuction 
of on i s l a n d - w i d e  f ibor o p t i e  trunkinf ryg t sr  thrt will 
connect Northern rnb Southern villroer within r continuous 
system. No Ionaer w i l l  irlrnd tortdents  have tlo bare thm 
inconvenfsnce 6E having rn unralirble phone $y#tem, whstbrr 
thay r e  a t t m p t l n g  t o  tall from A g m i  t o  Sinijanr or froa 
Ylgo to Merixa, 

Partunatsly, throu h the tochnolo~ierl us. of f ibar o p t i c s ,  8 
ring10 break In t h e tolsphoao tabla  $ystea w i l l  no l o n w r  
shutdown rorvicor within 8 given district. Inatmad, 
a1 tornative route trpaci t i o r  will inrure continuous telephone 
sstvleer to a l l  our i s l a n d  reridrnts, Phrgs I of GTAtr f i b a r  
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The Honorable Speaker Joe T. San Agustin 
Pa04 2 

optic trunking connections for the villages of Yigo, Dededo, 
Tuaon, Agrna and Agat has already been completed, with 
connections for Merizo and Talofofo rerently under 
conrtruction, Phase I1 for Aganr, Talofo i!' o, Mangilao and 
Yiso will commence in the neat future, However, under 
current projectlona, the Guar Telephone Authority estiartes a 
two-thirds growth in demand within the  next five years. In 
addition to those ptojrcts, plans for tho eoastructioa and 
maintenance of exchange stations and the future expansion of 
our fiber optic teleco~aunication services must be 
anticipated to rrerve these growing conrumar demands in the 
year3 ahead, 

I am confident that you share the same desire to provide the 
people o f  Guar with tha most rodern, affordable, readily 
avrliable and reliable te1,ephons ryster i n  the Prtffic. This 
measure will provide the much needed funding to address our 
present needs as well as pro are Guaats teletoamunications P systea for the demands of the 2 st century, 

Enclosed is r copy of the Gurr Talephone Authority Borrd of 
Directors Ros@lutioa No. 89-8, wRelative to Increasing the 
Guam Telephone Authority's Bonded and Long Term Indebtedness 
to One Hundred Twenty Five Mlllion Nide Hundred Seven 
Thousand Bight  Hundred Dellars," and Resolution No. 89-11, 
"Relative to Authoririns the Guar Telephone Authority to 
Issue Bonds to Expand and Improve Guam's Tele hone System," 
I concur with tha decision of G T A t s  Borrd o Dlrectorr and 
support the intentfens of their rssolutiona, 

B 
In consider)ation to the iaportrnt nature of thig bill, the 
expsditiour action of the Guam tegislature will be greatly 
appreciated, 

JOSEPH P. ADA 
Goremot 
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KM Pear Marwick 

Guam International Trada Center 

590 South Marine Drive. Suite 619 
Tamunlng. Guam M . I .  9691 1 
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Saipan. MP 96950 

Tatmane 670 322 0860 
Telecoo~er 670 322 ON2 

The Board of Dimtors 
Guam Telephone Authority: 

We have audited the balance sheets of Guam Telephone Authority (a public corporation) as of 
September 30, 1989 and 1988 and the related statements of earnings, retained earnings and cash 
flows for the years then ended. These financial statements arc the responsibility of the Authority's 
management, Our responsibility is to express an opinion on these financial statements based on 
our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform the audit to obtain reasonable assurance abu t  whether 
the financial statements are fret of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
included assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. Funhermote, our audit of he  financial statements as of 
and for the years ended September 30, 1989 and 1988 were made in accordance with the standards 
for financial and compliance audits contained in the W d s  for Audit of Go . . a  

vernmental 
cam- issued by the U S .  General Accounting Office; 

the Single Audit Act of 1984; and the provisions of the Office of Management and Budgct Circular 
A-128, of S w a l  G o v m .  

In our opinion, the financial statements refenad to above present fairly, in all material respects, the 
financial position of Guam Telephone Authority at Septemkr 30, 1989 and 1988 and the results of 
its operations and its cash flows for the years then ended in conformity with generally accepted 
accounting principles. 

Ow audits were made for the putpasc of forming an opinion on the basic financial statements taken 
as a whole. The accompanying schedule of federal financial assistance for the year ended 
Septemkr 30, 1989 is presented for purposes of additional analysis and is not a rquircd pan of 
the basic furancia1 statements. The information in that schedule has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly 
presented in all matuial respects in relation to the basic financial statements taken as a whole. 

January 9,1990 



GUAM TELEPHONE AUTHORlTY 
(A Public Corporation) 

Balance Sheets 

September 30,1989 and 1988 

Assets 
Current assets: 

Cash - construction funds 
Cash - general funds 

Telecommunications accounts receivable 
(less accumulated provision of $224,904 
in 1989 and $179,725 in 1988) 

Materials and supplies 
Temporary cash investments 
Prepayments 
Due from Government of Guam (note 6) 

Total current assets 

Noncurrent assets: 
Lnstallment receivable 
Rural Telephone Bank stock 

Property, plant and equipment (notes 1 and 3): 
Telecommunications plant in service 
TeIecommunications plant under consmction 

Less accumulated provision for depreciation 

$ 82,273,991 73,364,403 

(Continued) 

See accompanying notes to financial statements. 



GUAM TELEPHONE AUTHORITY 
(A Public Corporation) 

Balance Sheets, Continued 

September 30,1989 and 1988 

Cumnt liabilities: 
Accounts payable 
Accrued payroll and employee benefits 
Accrued interest 
Customers' deposits and advance billings 
Cumnt manuities of long-term debt (note 4) 
Other c m n t  liabilities 

Long-term debt, less current maturities (note 4): 
REA mortgage notes 
RTB mortgage notes 
RTFC mortgage notes 

Retirement fund defemd conaibuaons (notes 5 and 6) 

Capitalization: 
Contributions from Government of Guam (note 2) 
Retained earnings (deficit) 

Commitments (note 7) 

See accompanying notes to financial statements. 



GUAM TELEPHONE AUTHORITY 
(A Public Corporation) 

Statements of Earnings and Retained Earnings 

Years ended September 30,1989 and 1988 

Operating revenues (note 1): 
Basic local network services 
Long distance network service 
Miscellaneous 
Less: uncollecti ble revenues 

Operating expenses (note 6): 
Plant specific operations 
Plant nonspecific operations 
Depreciation 
Customer operations 
Corporate operations 

Operating income 

Fixed charges (notes 1 and 4): 
Interest on long-term debt 
Other interest 
Interest charged to construction-dit 

Non-operating income (expenses): 
Dividend, interest income and other 
Loss on sales of investments 

Net earnings 

Retained deficit at beginning of year 0 1 2 . 0 0 1 . 6 7 8 )  

Retained earnings (deficit) at end of year $ 2,324,233 (1,626,764) 

See accompanying notes to financial statements. 



GUAM TELEPHONE AUTHORITY 
(A Public Corporation) 

Statements of Cash Flows 

Years ended September 30,1989 and 1988 

Cash flows from operating activities: 
w 

Net income $ 3,950,997 
Adjustments to reconcile net income to 

net cash provided by operating activities: 
Loss on sale of investments - 
Provision for uncoZlecti ble nvenuc 45,179 
Provision for losses on materials and supplies 24,000 
Depnciarion 4,352,087 
Increase in retirement fund deferred conmbu tions 643.348 
(Increase) in telecornm. accounts receivable (1 39155 1) 
(Increase) in materials and supplies (695,111) 
(Increase) in prepayments (4,256) 
(Increase) in due from Government of Guam (1,653,593) 
(Increase) in installment receivable (663,562) 
Increase in accounts payable 377.53 1 
Increase in accrued payroll and employee benefits 1,197,625 
Incmse in accrued interest 23,366 
Incrcase in customers' deposits and advance 

billings 8 1,365 
Increase in currcnt maturities of long-term debt 48,000 
m s e )  increase in other current liabilities (125.862) 

Net cash provided by operating activities 7.461.5u 

Cash flows frorn investing activities: 
Proceeds fm sale of short-term investments 495,490 
Purchase of short-term investment (1 35,385) 
Additions to telecommunications plant (10.333.501) 

Net cash used in investing activities (9.973.396) 

Cash flows from financing activities: 
Proceeds from borrowing of long-ern debt 3,679,191 
Payments and cumnt portion of long-term debt (952,663) 
Return contribution to Government of Guam 113.311)) 

Net cash provided by financing activities 2,713.218 

Net increase in cash 
Cash on hand at beginning of year 

Cash on hand at end of the year $ 1,792,056 

Cash payments of intertst (net of amount capitalized) $ 2,354,141 

See accompanying notes to financial statements. 



GUAM TELEPHONE AUTHORITY 
(A Public Corporation) 

Notes to Financial Statements 

September 30, 1989 and 1988 

. . . . . . 
/ 1) Oramzaon and Sumrt.rarv of -ant Accounnng Pollcles 

Guam Telephone Authority (Authority) was created by Public Law 12-44, pursuant to which 
the assets and liabilities of the telephone division of the Public Utility Agency of Guam 
(PUAG) were transferred to the Authority effective April 1, 1974. 

The Authority follows accounting policies prescribed or authorized by the Federal 
Communication Commission of the United States of America, as provided for in the 
indenture agreement with the United States Rural E l e ~ ~ c a t i o n  Administration (REA), Rural 
Telephone Bank (RTB), and a revolving line of credit agreement with the Rural Telephone 
Finance Cooperative (RTFC). 

 em. Plant and w i~ rneny  

Property, plant and equipment is stated at cost. Cost includes an allocation of overhead, 
including administrative expenses. The Authority capitalizes estimated costs, during periods 
of construction of more than one year, of debt funds used for construction. The cost of plant 
retired or otherwise disposed of, net of sales proceeds, plus removal cost, is charged to 
accumulated depnciation. 

Depreciation is computed using the straight-line method over the estimated useful lives of the 
assets. 

e Revenues 

Operating revenues consist primarily of subscriptions and other local charges and the 
Authority's share of overseas message tolls. 

The purchase of stock in RTB is required by the loan agreement between the Authority and 
RTB. Such stock is carried at cost. 

Certain amounts in the 1988 financial statements have been reclassified to conform to the 
1989 presentation. 

f2) conmbutlons From G o v e w n t  of G w  
. . 

Contributions from Government of Guam represent primarily the assets and liabilities 
transferred from PUAG (see note 1). 



GUAM TELEPHONE AUTHORITY 
(A Public Corporation) 

Notes to Financial Statements, Continued 

Listed below arc the major classes of the telecommunications plant in service as of September 
30,1989 and 1988: 

Poles, cables and wire 
Central office quipment 
Customer premise equipment 
Buildings 
Motor vehicles 
Furniture and office equipment 
Other equipment 
Land 

The provision for depreciation as a percentage of the average balance of telephone plant in 
service was 5.90% in 1989 and 4.18% in 1988. Individual plant depreciable rates are as 
follows: 

Poles, cables and wire 
Central office quipment 
Customer premise equipment 
Buildings 
Motor vehicles 
Furniture and office equipment 
Other equipment 

Long-term debt at September 30, 1989 and 1988 is summarized as follows: 

Due to REA at 5% per annurn: 
lese 11.>$8 

May 201 1, payable in semiannual installments of 
$162,000, including interest $ 4,306,434 4,4 12,240 

May 201 1, payable in semiannual installments of 
$526,000, including interest 13,934,897 14,279,115 

April 2012, the amount drawn through March 31, 
1980, $1,766,000, is payable in semiannual 
installments of $56,000, including interest; the 
amount drawn subsequent to that date, 
$3,683,000, is payable in semiannual install- 
ments of $120,000, including interest 4,725,3 10 4,838,205 



GUAM TELEPHONE AUTHORITY 
(A Public Carporation) 

Notes to Financial Statements, Continued 

April 2017, payable in seminannual installments of 
$288,000, including interest; the amount drawn 
subsequent to September 17, 1984, $621,996, is 
payable in semiannual installments of $20,000, 
including interest 

October 2020, payable in semiannual installments of 
$390,000, including interest; the amount drawn 
subsequent to October 17, 1988, $1,329,191, is 
payable in semi-annual installments of $44,000, 
including interest 13.556.753 12.393.054 

45,595,481 45,151,975 
Due to RTB at 9.5% per annum - October 2020, 

payable in semiannual installments of $177,000, 
including interest 3,507,972 3,526,950 

Due to RTFC at 1.5% above prevailing bank prime 
rate (9.75% at Se tember 30, 1989). Total credit 
line available of P 5,000,000, due August 20, 1993 5.000.O(X) 2.650.oQ 

Less: cumn t maturities of long-term debt 

The aggregate annual principal payments for the five years subsequent to September 30, 
1989 are shown as follows: 

The telephone loan indenture agrcemnt dated October 4, 1985 authorizes borrowings fmm 
REA and RTB of $20,570,000 and $3,526,950, respectively, to finance the expansion and 
renovation of the existing telephone system. As of September 30, 1989, $13,722,245 and 
$3,526,950, respectively, have been drawn down on these bonds. The principal and interest 
of the bonds shall be payable solely from the revenues, other moneys, securities and funds of 
the Authority as provided in the bond indenture. These bonds do not constitute a general 
indebtedness of the Authority or the Temtory of Guam. 

On September 23, 1988, REA and RTB approved loans of $48,522,000 and $16,082,850, 
respectively, to expand the new fiber optic aunking system and to install digital switches and 
remote switch terminals at various locations. No funds had been drawn as of September 30, 
1989, as the Temtory of Guam Legislature must first approve an increase in the Authority's 
debt ceiling from $61,000,000 to $1 14,000,000. In accordance with the terms of the REA 



Federal grantor/ 
program title4 

Department of Agriarlturt, Rural 
Elearification Administration (REA): 

Rural Telephone loans: 
Guam 501-A8, Tamuning 
Guam 501-AS, Tamuning 
Guam 501-A8, Tarnuning 
Guam 501 -B8, Tamuning 
Guam 501-B8, Tamuning 
Guam 50 1 -C8, Tamuning 
Guam 501 -C8, Tamuning 
Guam 501-D4, Tamuning 

Rural Telephone Banli loan - 
Guam 501 -D7, Tamuning 

GUAM TELEPHONE AUTHORITY 
(A Public Corporation) 

Schedule of Federal Financial Assistance 

Year ended September 30,1989 

Catalog of 
Federal 

domestic 
assist ancc Account Project 
numbernumber amount 

57,776,000 
10.852 

ROlO 3526.956) 

B a l m  at 
Beginning 

Q h a  Advances k ixwmen[~  , 

Balance at -. 



GUAM TELEPHONE AUTHORITY 
(A Public Corporation) 

Notes to Financial Statements, Continued 

loan approval agreement, the initial drawdowns must be applied by the Authority to pay off 
the RTFC loan of $5,000,000 in its entirety. 

The Authority is included in the Government of Guam Employees' Retirement System, a 
defined benefit, contributory pension plan which covers substantially all employees of the 
Government of Guam and which is administered by the Government of Guam Retirement 
Fund. 

The retirement contributions for the years ended September 30, 1989 and 1988 were 
approximately $1,774,000 and $1,457,000, respectively, which includes amortization of 
prior service cost over periods of 14 and 40 years. The amounts in 1989 and 1988 include 
cash conmbutions at the statutory rate plus accruals of $447,649 and $373,482, respectively, 
for the excess of the rcquind employer contribution ntc over the statutory rate determined by 
the actuarial valuation performed as of September 30, 1985. The Authority has also accrued 
7% interest on the deferred contribution balance. Interest accrued for 1989 and 1988 was 
$195,699 and $134,793, respectively. 

Data concerning the actuarial present value of accumulated plan benefits and net assets 
available for benefits which are relevant to the Authority are not available since such 
determinations are not made for individual participating agencies of the Government of 
Guam. 

In accordance with Public Law 20-65 (enacted during fiscal year 1989), the Authority is 
required to make payments for certain Option 1 salaries covering the perid from August 24, 
1986 to September 30, 1987. Public Law 20-65 appropriated $29 million to fund the Option 
1 salaries. Consequently, the Authority accrued $1,794,035 in salaries and $216,822 in 
related retirement contsi butions totalling $2-0 10,857 in the current year. On November 3, 
1989, the Authority received $1,653,593 from the Government of Guam for Option 1 
salaries reimbursement; which amount is reflected as "Due from the Government of Guam" at 
September 30, 1989 and was utilized to offset a portion of the above-mentioned $2,010,857 
accrual. The Authority filed for reimbursement from the Government of Guam for the 
$357,264 remainder in the event that additional money is appropriated. The reimbursement, 
if any, will be reported in the financial statements in the year of appropriation. 

The ~uthority is obligated under certain noncancelable operating leases. Future obligations 
under such leases are not significant. Total rental expense for operating leases in 1989 and 
1988 was $457,000 and $478,000, respectively. 
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11. INDEPENDENT AUDITORS' REPORT ON COMPLIANCE 
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K d ~ e & ;  Marwick 

Guam lnternationar Trade Center 
590 South Marlne Drive, Sum 619 

Tarnuning. Guam M.I. 9691 1 

Teleohons 671 646 8987 

Telecopier 671 6d6 6774 

Caller Box PPP 543 

Saipan. MP 96950 
Telephone 670 322 0660 

Teieeopier 870 322 0862 

'fhe Board of Directors 
Guam Telephone Authority: 

We have audited the financial statements of Guam Telephone Authority (a public corporation) 
(Authority) as of Septemkr 30, 1989, and have issued our report thereon dated January 9, 1990. 
Our audit was made in accordance with generally accepted auditing standards; the standards for 
financial and compliance audits contained in the Standards for Audit of Go 
Q r e a n l w s -  P r o p  

. - . . .  vern men td 
v n ' n ; issued by the U. S. General Accounting 

Office; the Single Audit Act of 1984; and the provisions of the Office of Management and Budget 
Circular A- 128, &&JS of S t u  and Local Govemmem. 

Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements an free of materid misstatement An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit: 
also includes assessing the accounting principles used and significant estimates made by 
management, as we11 as evaluating the overall financial statement presentation, We believe chat our 
audits provide a reasonable basis for our opinion. 

The management of the Authority is responsible for the Authority's compliance with laws and 
regulations. In connection with the examination referred to above, we selected and tested 
transactions and records related to the Rural EIectrifica tion Administration (REA) and Rural 
Telephone Bank (RTB) loans, the Authority's federal financial assistance programs. The purpose 
of our testing of aansactions and records was to obtain reasonable assurance that the Authority 
had, in all material resptcts, administered its federal financial assistance programs and executed rhe 
tested transactions in compliance with those laws and regulations for which noncompliance could 
have a material effect on the allowability of program expenditures or the Authority's financial 
statements. Such laws and regulations include those pertaining to federal financial reports and 
claims for advances. 

In our opinion, for the year ended September 30, 1989, the Authority administerd each of its rwo 
federal financial assistance programs in compliance, in all material respects, with those laws and 
regulations for which noncompliance could have a material effect on the allowability of program 
expenditures. 

Further, the results of our testing of transactions and records r t f d  to in the third paragraph of 
this report indicated that for the uansactions and records esrtd, the Authority complied with &ose 
laws and rcguIations for which noncompliance could have a material effect on the allowability of 
program expenditures or on the Authority's financial statements. With respect to the transactions 
and records that wen not tested by us, nothing came to our attention to indicate that the Authority 
had not compLied with the laws and regulations. 

January 9, 1990 
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III. INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL 



Cortlfkd PuMio Accountrntr 

Guam lnterriational f rade Center 

590 South Marine Drive. Suite 619 

Tamuning, Guam M.I. 9691 1 

Telephone 671 646 6987 

Telecopier 671 646 6774 

The Board of Directors 
Guam Telephone Authority: 

Caller Box PPP 543 

Saipan. MP 96950 

Telephone 670 322 0860 

Telecopier 670 322 0862 

We have audited the financial statements of Guam Telephone Authority (a public corporation) 
(Authority) as of September 30, 1989 and have issued our report thereon dated January 9, 1990. 
AS part of our audit, we made a study and evaluation of the intemal accounting and administrative 
controls described below to the extent we considered necessary to evaluate the systems as required 
by generally accepted auditing standards; the standards for . financial . and compliance audits . . .  contained in W d s  for Audit of Governmental O r w o n s .  Pro Activ~ties and 
Functio~, issued by the U. S. General Accounting Office; the Single A u d E o t  1984; and the 
provisions of the Office of Management and Budget Circular A-128, &&s of Sw and Loca 
Govern- 

The management of the Authority is responsible for establishing and maintaining internal control 
systems. In fulfilling such responsibility, estimates and judgements by management are required 
to assess the expected benefits and related costs of control procedures. The objectives of intemal 
control systems arc to provide management with reasonable, but not absolute, assurance that 
resource use is consistent with laws, regulations and policies; resources arc safeguarded against 
waste, loss, and misuse; titat transactions are executed in accordance with management's 
authorization; and that data are obtained, recorded, and maintained properly to permit the 
preparation of financial statements in accordance with generally accepted accounting principles and 
the preparation of federal reports in accordance with federal requirements. Because of inherent 
limitations in any system of internal accounting and administrative controls, errors or irregularities 
may nevertheless occur and not be detected. Also, projection of any evaluation of the system of 
internal control to future periods is subject to the risk that procedures may become inadequate 
because of changes in conditions or that the degree of compliance with the procedures may 
deteriorate. 

The significant internal accounting and administrative control categories are as follows: 

Revenue and nceipts 
Purchases, payroll and disbursements 
Tel-unications plant in service and under construction 
Indebtedness 

Our study and evaluation of the aforementioned control categories was extended beyond the 
preliminary review phase and included considering the types of errors and irregularities that could 
occur, determining the internal control procedures that should prevent or detect such errors and 
imgularities, determining whether the necessary procedures are prescribed and an being followed 
satisfactorily, and evaluating any weaknesses. Such study and evaluation included the significant 
internal accounting and administrative controls used in administering Rural Electrification 
Administration (REA) and Rural Telephone Bank (RTB) loans, the Authority's two federal 
assistance programs. 



K* Peat Marw~ck 

Our study and evaluation described in the preceding paragraph was more limited than would be 
necessary to express an opinion on the system of internal control of the Authority. Accordingly, 
we do not express an opinion on h e  system of internal control of the Authority, taken as a whole, 
or any of the conml categories identified above. However, our study and evaluation and our audit 
disclosed no condition that we believe would result in more than a relative low risk that errors or 
irregularities in amounts that would be material in relation to the financial statements or to a federal 
financial assistance program may occur and not be detected within a timely period. 

This report is intended solely for the use of management, the REA and RTB, and should not be 
used for any other purpose. This restriction is not intended to limit the dismbution of this report, 
which upon acceptance by the Authority, is a matter of public record. 

January 9, 1990 
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COMMENTS- OF61 t L  NO. 558 

If enacted, Bf 11 No. 558 would subs tan t ia l l y  f ncrease GTA indebtedness from 

$61 m i l l  i on  t o  $126 m i l  l i on ,  representing an increase o f  more than 100%. 

The fo l low ing  are examples o f  what i n t e r e s t  expense f o r  the proposed 

indebtedness may amount to: 

Proposed Increase i n  Indebtedness $64,000,000 

Total  I n t e res t  Expenses pro jec ted f o r  term o f  indebtedness: 

Years - 6.5% - - 7% 7.5% - 

MICHAEL J:/ REID? 



1989 (FIRST) Regular S e s s i o ~  

Committee on Rule? 

Introduced by: 
At the Requ'est ot t*e Governor 

AN ACT TO INCREASE THE BONDED AND LONG TERM 
INDEBTEDNESS OF THE GUAM TELEPHONE AUTHORITY AND 
FOR OTHER PURPOSES, 

1 BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

2 Section 1. The Guam Telephone Authority may increase its 

3 bonded and long term indebtedness from Sixty-One Million Three 

Hundred Two Thousand Nine Hundred Fifty Dollars ($61,302,950.00) to 

One Hundred Twenty-Five Million Nine Hundred Seven Thousand Eight 

Hundred. Dollars ($125,907,800.00). 

Section 2. The Guam Telephone Authority may issue: 

(a) A revenue bond payable to the order of the Rural 

Telephone Bank, an instrumentality of the Government of the 

United States of America, in the principal amount of Sixteen 

Million Eighty-Two Thousand Eight Hundred Fifty Dollars 

($16,082,850,00) of bearing interest at a rate to be 

determined in accordance with the provisions of Section 408 

(b) ( 3 )  of the Rural Electrification Act of 1936, as amended 

( 7  U.S.C. 948 (b) ( 3 ) ) .  and the implementing regulations, as 

amended from time to time ( 7  C.F.R. 11610.10), and providing 

for the payment of the indebtedness evidenced thereby within 
. . 

thirty-f ive ( 3 5 ) .  years after the date thereof, and. - - 

(b) A revenue bond poiable to the order of th; United 

States of America in the principal aaount of Forty-Eight . 

2 1 Million Five Hundred Twent y-Two Thousand Dollars 



($48,S22,000.00), bearing interest at the rate of five percent 

( 5 1 )  per annum and providing for the payment o f  the 

indebtedness evidenced thereby within thirty-five ( 3 5 )  years 

after the date thereof. 

Section 3. The proceeds of the bonds authorized to be issued 

pursuant to Section 2 of this Act shall be expended only for the 

expansion and improvement of the Guam Telephone Authority's system. 

Section 4. Subsection (a) 12 GCA Section 7210 is repealed and 

reenacted to read: 

( a  Bonds shall bear interest at the rate of not tc 

exceed nine and- one half percent (9 1/21) per annum payable 

annually or semi-annually or in part annually and in part 

semi-annually except that the first coupon on any bonds may be 

payable twelve (12) months or any number of months less than 

twelve (12) after the date of such bond, provided, however, 

that the nine and one half percent (9 1/21) ceiling on the 

interest rate shall not apply to bonds issued to evidence 

loans made or guaranteed by the United States of America or 

any agency or instrumentality thereof." 

Section 5 .  12 GCA Section 7206 is repealed and reenacted to 

read: 

"Section 7206. Maximum Amount, Purpose of and Term o'f Bonds. 

Before issuing any bond or bonds, . the Board, by 

indenture approved by the Governor and the Legislature by 

statute..~shall 'declare, the purpose for which the proteeds of 

the bonds proposed to be issued shall be expended and shall 



specify the maximum amount of bonds to be issued or sold for such 

purposes, and their maximum term. Bonds shall not be issued or sold 

for such purpose in any amount o r .  for a term exceeding that 

specified." 
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