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T h e  Honorable Joe T. San Agustin 
Speaker ,  Twentieth Guam Legislature 
1 5 5  Kerman C o r t e z  Street 
Agana, Guam 96910 

Dear Mr. Speaker: 

T r a n s m i t t e d  h e r e w i t h  is Bill No, 1592 ,  which I haved signed 

into law this date as Public Law 20-219. 

Attachment 

JOSEPH F. ADA 
Governor 
a 0 1 1 5 7  
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TWENTIETH GUAM LEGISLATURE 
1 990 (SECOND) Regular Session 

R TIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR CE 

This is to certify that Bill No. 1592 (LS), "AN ACT TO APPROPRIATE EIGHT 
MILLION DOLLARS TO SUBSIDIZE ESSENTIAL POWER USAGE FOR 
RESIDENTIAL AND COMMERCIAL USE DURING THE CURRENT CRISIS IN THE 
MIDDLE EAST," was on the 28.th day of August, 1990, duly and regularly 
~ a s s e d .  

// JOE 'k. SAN A&STIN 
v Speaker 

Attested: 

PILAR C. L ~ A N  
Senator and Legislative Secretary 

This Act was received by the Governor this M-th day of h b q  , 
1990, at 3'* Lo o'clock n . m .  

Assistant Staff Officer 
Governor's Office 

APPROVED: 

Governor of Guam 

Date: Auqust 30,  1990  

Public Law No. 20-219 

COPIED AT 60VER)OIEHT EXPOlSE 



Bill No. 1592 (LS) 

Introduced by: 

TWENTIETH GUAM LEGISLATURE 
1990 (SECOND) Regular Session 

D. Parkinson 
J. T. San Agustin 
J. P. Aeuon 
M. C. Ruth 
M. Z. Bordallo 
E. P. Amola 
J. G. Bamba 
D. F. Brooks 
H. D. Dierking 
E. R. Duenas 
E. M. Espaldon 
C. T. C. Gutierrez 
P. C. Lujan 
G. Mailloux 
M. D. A. Manibusan 
T. S. Nelson 
F. J. A. Quitugua 
E. D. Reyes 
F. R. Santos 
A. R. Unpingco 

AN ACT TO APPROPRIATE EIGHT MILLION DOLLARS 
TO SUBSIDIZE ESSENTIAL POWER USAGE FOR 
RESIDENTIAL AND COMMERCIAL USE DURING THE 
CURRENT CRISIS IN THE MIDDLE EAST. 

1 BE IT ENACIED BY THE PEOPLE OF THE TERRITORY OF GUAM: 
2 Section 1. Findings. The Legislature finds that the Guam Power 
3 Authority will incur much greater oil costs due to the current crisis in Iraq 
4 and the Middle East. Guam's power consumers will therefore suffer greatly 
5 because of these massive increases in fuel oil costs. Because of the 



unexpected nature of the increase, it is appropriate to provide a temporary 
subsidy for power bills for users to keep the cost of oil on power bills the 
equivalent to those sent out for power meters read during the first week of 
July, 1990. The Legislature also finds that thirteen hundred (1,300) kilowatt 
hours per month usage is a reasonable but not extravagant level of essential 
electrical usage. 

Section 2. Subsidy of essential power. There shall be a subsidy on all 
residential power bills, small commercial general non-demand bills, small 
commercial general demand bills, and large commercial general demand bills 
on the first thirteen hundred (1,300) kilowatt hours per monthly billing cycle 
in an amount equal to the increase in cost per kilowatt hour for the cycle over 
the cost per kilowatt hour for meters read during the first billing cycle of 
July, 1990. This amount of increase per kilowatt hour shall be multiplied 
times the number of kilowatt hours used during the cycle to be subsidized, 
not to exceed thirteen hundred (1,300) kilowatt hours. The resulting amount 
of subsidy shall then be deducted from the power bill in question as a 
"Temporary Legislative Subsidy during the period of hostility in the Middle 
East". 

Section 3. Retroactive. The subsidy contained in this Act shall be 
retroactive as to all bills based on meter readings made on or after August 1, 
1990. 

Section 4. Expiration. This subsidy shall expire effective with bills 
based on meter readings made on or after March 1, 1991, or until all funds 
appropriated herein are expended, whichever is later, unless further 
extended by law. 

Section 5. Four Million Dollars ($4,000,000) are hereby appropriated 
from the General Fund to the Guam Power Authority for the power subsidy 
set out in this Act. Any funds unexpended in Fiscal Year 1990 shall carry 
over into Fiscal Year 1991 for use as subsidy. 

Section 6. Four Million Dollars ($4,000,000) are hereby appropriated 
from the Fiscal Year 1991 revenues of the General Fund to the Guam Power 
Authority for the power subsidy set out in this Act. 
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20th GUAM LEGISLATURE 
163 CHALAN SANTO PAPA STREET 

AGANA,  GUAM 96910 

MAJORITY LEADER and CHAIRPERSOM, COHnlTTEE OM ENERGY, UTILITIES, AH0 CONSUMER PROTECTION 

August 28, 1990 

Honorable Joe T. San   gust in 
Speaker, Twentieth Guam Legislature 
155 Hesler St. 
Agana, Guam 96910 

Dear Mr. Speaker: 

The Committee on Energy, Utilities and Consumer Protect ion wishes  
to report out its findings on BILL NO. 1592: (AS AMENDED BY THE 
COMMITTEE ON ENERGY, UTILITIES AND CONSUMER PROTECTION): AN ACT TO 
APPROPRIATE THE SUM O F  $8,000,000.00 FROM THE FY 1990 AND FY 1991 GENERAL 
FUND TO SUBSIDIZE ESSENTIAL POWER USAGE FOR RESIDENTIAL AND COMMERCIAL 
USE DURING THE CURRENT CRISIS IN IRAQ AND THE MIDDLE EAST. 

The Committee's Voting Record is as fol lows:  

REPORT OUT ONLY: 0 

A copy of  t h e  Committee Report and other pertinent information 
are attached for your information.  

S ince re ly ,  

s e n a t o r  Don Parkinson 
Chairman, Committee on 
Energy, utilities and 
Consumer P r o t e c t i o n  



COMMITTEE ON ENERGY, UTILITIES AND 
CONSUMER PROTECTION 

VOTING SHEET ON; 

BILL NO. 1592: (AS AMENDED BY THE COMMITTEE ON ENERGY, UTILITIES AND 
CONSUMER PROTECTION): A N  ACT TO APPROPRIATE THE SUM OF $8,000,000.00 
FROM THE FY 1990 AND FY 1991 GENERAL FUND TO SUBSIDIZE ESSENTTAL POWER 
USAGE FOR RESIDENTIAL AND COMMERCIAL USE DURING THE CURRENT CRISTS 
IN IRAQ AND THE MIDDLE EAST. 

COMMITTEE O N  MEMBERS: INITIAL: TO PASS; NOT TO PASS: REPORT OUT: 

Sen. Don Parkinson 

Sen.  Herminia Dierking 

Sen.  George Samba 

Sen. Madeleine Bordallo 

Sen.  Doris Brooks 

Sen. Gordon Mailloux 

Sen. Marilyn Manibusan 

Sen. T e d  Nelson 

Sen. Franklin Quitugua 

Sen. Martha Ruth 

Sen.  Frank Santos 

Sen. ~ntonio Unpingco 

Spkr. Joe T. San Agustin 



REPORT OF THE COMMITTEE ON ENERGY, 
UTILITIES AND CONSUMER PROTECTION ON BILL 
NO. 1592: AN ACT TO APPROPRIATE THE SUM 
OF $6,000,000 FROM THE FY 1990 AND FY 1991 
GENERAL FUND TO SUBSIDIZE ESSENTIAL POWER 

USAGE FOR RESIDENTIAL USE DURING THE CURRENT 
CRISIS IN IRAQ AND THE MIDDLE EAST. 

PREFACE 

The Committee on Energy, Utilities and Consumer 
Protection conducted a public hearing on Thursday, August 
23, 1990 at 12 noon at the office of the Committee on 
Energy, Utilities and Consumer Protection, 192 Archbishop 
Flores Street, Agana, Guam on Bill No. 1592: AN ACT TO 
APPROPRIATE THE SUM OF $8,000,000 FROM THE F Y  1990 AND FY 1991 
GENERAL FUND TO SUBSIDIZE ESSENTIAL POWER USAGE FOR 
RESIDENTIAL AND COMMERCIAL USE DURING THE CURRENT CRISIS IN 
IRAQ AND THE MIDDLE EAST. Committee members present at the 
public hearing were: Senator Parkinson, Chairman; Senator 
Quitugua, member: Senator Unpingco, member;.Senator Ted 
Nelson, member; and Senator Herminia Dierking, member. 

TESTIMONY 

The first witness to testify was Mayor Gregorio Borja, 
Mayor of Santa Rita. Mayor Borja testified in favor of Bill 
No. 1592 which will subsidize the bill of residential 
consumers. He pointed out that many people have switched to 
gas heaters and stoves because of the already high power 
rates and that the 40 to 50 percent increase will become an 
impossible situation for a majority of the people. Mayor 
Borja also pointed out that the FFB loan should be paid off 
so that the amount of money being set aside for interest and 
debt service coverage could be used to subsidize the 
increased costs. 

Senator Parkinson pointed out to the Mayor that the 
Guam Power Authority is getting ready to borrow huge sums of 
money for new generation facilities. 

Senator Quitugua asked Mayor ~orja if the subsidy 
should be extended to businesses. Mayor Borja responded 
that he does not believe that the business will reduce 
prices or even keep them constant even if they get the 
subsidy . 

The next to testify was Mayor Elizabeth Haggard, Mayor 
of Piti. She testified in favor of the bill. 



Mayor Laguana, President of the Mayors Council 
testified in favor of the Bill and pointed out that Mayor 
Borja stated basically what the Mayor's Council intended to 
say before the committee. 

Senator Quitugua also asked Mayor Laguana if he feels 
that the subsidy should be extended to business so that the 
price of goods could be kept constant or even reduced? 

Both Mayor Laguana and Mayor Haggard agreed that the 
subsidy should be extended to businesses in the hope that 
the prices of goods will remain constant or reduced. 

Also providing testimony (Exhibit D) is Mr. David 
Sablan, Chairman of the Board of Directors of the Guam Power 
Authority. Although Mr. Sablan has some reservations 
regarding giving the subsidy to residential consumers only 
and not to business, he supports the passage of Bill No. 
1592 with some amendments. During discussions regarding the 
subsidy, Mr. Sablan was asked if the 800KWH cutoff is 
sufficient, Mr. Sablan responded that he felt the cutoff 
limit should be increased to 1000kwh-1200kwh. 

FINDINGS AND RECOMMENDATIONS 

The committee finds that the people of Guam are already 
paying high electric power bills in addition to the 
abnormally high cost of living on Guam. The recent 
declaration by the Guam Power Authority that the people of 
Guam should expect to be paying approximately 40 to 50 
percent for power bills due to the sudden and dramatic rise 
in the cost of oil per barrel will result in undue and 
severe hardship to the people of Guam who are already paying 
a high price for living on Guam. It is the feeling of the 
Committee that some kind of relief be provided by the 
government, the government who has declared that it 
anticipates over 100 million dollars of surplus funds, funds 
which the people of Guam has paid in to the coffers of the 
government. In addition, the government, through the Guam 
Power Authority, owes the people of Guam approximately 4 
million dollars of fuel overcharge. The Committee on 
Energy, Utilities and Consumer Protection therefore finds 
that the people of Guam have paid an excessively large sum 
of money into the treasury of Guam through taxes and that 
some of this money should be given back to the people 
through a subsidy of their power bills. Bill No. 1592 is 
not intended to be a means of reducing the power rates, but 
is intended to be a temporary relief to the unusually high 
rise in the cost of fuel until such time that the situation 
in the Middle East and Iraq stabilizes. 



The Committee on Energy, Utilities and Consumer 
Protection therefore recommends that Bill No. 1592, as 
amended, be passed by the 20th Guam Legislature which will 
subsidize essential power usage up to 1,300 kilowatt hours.. 

EXHIBITS 

Exhibit I1Au1 Copy of Bill 1592 as introduced 

Exhibit I1Bg1 Fiscal Note on Bill 1592 

Exhibit I1CN Projected Kilo Watt Hour sales and 
number of customers increases provided 
GPA. 

Exhibit I'Dw Written testimony of Mr. David Sablan, 
Chairman, Guam Power Authority Board of 
Directors. 

Exhibit I1Ew Weekly Fuel Invoices and listing of 
actual movement of fuel as to cost. 

Exhibit I1Fq1 Written testimony of Mayor Isabel 
Haggard of Piti 

Exhibit I1G1* Bill No.1592 as amended by the 
Committee on Energy, Utilities and 
Consumer Protection 

Exhiibit "HW Ltr from GPA providing the analysis for 
funding . 

Exhibit llI1g Ltr from GPA providing KWH per barell 
fuel adjustment calculations. 

/20-32a/bi 1 11592. rep 



TWENTIETH GUAM L E & S L X ~ U . R ~  : 7: 64 
SECOND REGULAR SESSION 

Bill No. 15'7% 
Introduced by: 

An act to appropriate the sum of $6,000, 
1990 and FY 1991 General Fund to subsidi 
power usage for residential use during the current 
crisis in Iraq and the Middle East 

Section 1. The Legislature finds that the Guam Power 

Authority is going to suffer greater oil costs due to the 

current crisis in Iraq and the Middle East. GPA1s  consumers 

are going to greatly suffer because of massive fuel oil 

costs. Because of the unexpected nature of the increase, it 

is appropriate to have a temporay subsidy of power bills for 

residential users for oil charge increases over the costs of 

oil for power bills sent out for power meters read during 

the first week of June, 1990. The Legislature also finds 

that 800 Kilowatt Hours per month useage is a reasonable but 

not extravegant level of essential electrical useage. 

Section 2. Subsidy of essential residental power. 

There shall be a subsidy on all residental power bills on 

the first eight hundred kilowatt hours per monthly billing 

cycle in an amount equal to the increase in cost per 

kilowatt hour for the cycle over the cost per kilowatt hour 

for meters read during the first billing cycle of June, 



A Subsidy Bill 
* 

Page 2 

1990. This amount of increase per kilowatt hour shall be 

multiplied times the number of kilowatt hours used during 

the cycle to be subsidized, not to exceed 800 kilowatt 

hours. The resulting amount of subsidy shall then be 

deducted from the power bill in question as a 'Temporary 

Legislative Subsidy during the period of hostility in the 

Middle EastN. 

Section 3. The subsidy contained in this act shall be 

retroactive as to all bills based on meter readings on or 

after July 1, 1990. 

Section 4. This subsidy shall expire effective with 

bills based on meter readings made on or after February 1, 

1991, unless further extended by law. 

Section 5. The sum of Three Milllion Dollars 

($3,000,000) is hereby appropriated from the General Fund 

for Fiscal Year 1990 to the Guam Power Authority for the 

residential power subsidy contained in this act. Any funds 

unexpended in Fiscal Year 1990 shall carry over into Fiscal 

Year 1991 for use as a residential subsidy. 

Section 6. The sum of Three Milllion Dollars 

($3,000,000) is hereby appropriated from the General Fund 

for Fiscal Year 1991 to the Guam Power Authority for the 

residential power subsidy contained in this act. 



BUREAU OF BUDGET & MANAGEMENT RESEARCH 
ORICE OF ME GOVERNOR, Post OWke b x  2950, Agcmo. Guam 9691 0 

JOSEPH E. RIVEhA 

Senator Don Parkinson 
Chal rperson 
Conmittee on Energy, Utlli t f e s  

L Consumer Protectjon 
Twentieth Guam Legislature 
Post Office Box C B - l  
Agana, Guam 96910 

Dear Senator Parkinson: 

Pursuant to Section 1903 o f  Chapter X of the Government Code o f  Guam, 
transmitted herewith i s  a ffscal note on B f  l l  No. 1592. 

Should I be o f  any essistance, please contact my o f f i c e .  

Sincerely, 

E RIVERA 

Enclosures 

cc: Senator Carl T.C. Gutiermt 
Cha 1 rperson, Cam1 t tee on 
Ways 8 Means 



Comments on B i l l  1 5 9 2  

B i l l  1 5 9 2  p r o p o s e s  t o  a p p r o p r i a t e  a  t o t a l  of $ 6 , 0 0 0 , 0 0 0  from t h e  

Genera l  Fund t o  t h e  Guam Power A u t h o r i t y  t o  s u b s i d i z e  power c o s t s  

r e s i d e n t i a l  consumers .  t o  be  a l l o c a t e d  

1 9 9 0  and a n o t h e r  $ 3 , 0 0 0 , 0 0 0  i n  FY 1 9 9 1 .  The s u b s i d y  s h a l l  be  

e f f e c t i v e  r e t r o a c t i v e  t a  J u l y  1 ,  1990 and e x p i r e s  F e b r u a r y  1 ,  1991,  

u n l e s s  f u r t h e r  e x t e n d e d  by  law.  The s u b s i d y  w i l l  b e  a p p l i e d  on a 

monthly b a s i s  t o  t h e  f i r s t  800 k i l o w a t t  h o u r s  and w i l l  pay  f o r  t h e  

i n c r e a s e  i n  c o s t  k i l o w a t t  h o u r )  d u r i n g  t h e  e f f e c t i v e  p e r i o d  

( 7 - 1 - 9 0  t o  2-1-91) o v e r  what c o s t s  were d u r i n g  t h e  f i r s t  b i l l i n g  

c y c l e  i n  J u n e .  

. Assuming e a c h  r e s i d e n t i a l  consumer u t i l i z e s  a minimum of 800 k i l o w a t t  

h o u r s  of power p e r  month, t h e  s u b s i d y  s h o u l d  p r o v i d e  f o r  a p p r o x i -  

m a t e l y  35 ,088 r e s i d e n t i a l  consumers .  

The breakdown i s  a s  f o l l o w s :  

( A )  ( B )  ( C )  (Dl ( E  (F) 
S u b s i d y  

Subs idy  Number of P e r  Number of 
Decrease  P e r  Months E f f e c t i v e  Consumers 

K i l o w a t t  i n  F u e l  Month 7-1-90 t o  P e r i o d  S u b s i d i z e d  
Hours Adjus tment*  (A*B) t o  2-1-91 (CkD) ($6.0MM/(E)) 

* Fuel  a d j u s t m e n t  i s  a p p l i e d  a s  a  c r e d i t .  A s  s u c h ,  a d e c r e a s e  i n  
t h e  f u e l  a d j u s t m e n t  c r e d i t  r e s u l t s  i n  an  i n c r e a s e  i n  power c o s t s  
t o  t h e  consumer. 

1/ P r i o r  Fue l  Adjus tment  
Less  C u r r e n t  F u e l  Adjus tment  

Decrease  i n  F u e l  Adjus tment  



Per information received from GPA, there were 2 5 , 8 5 2  residential 

consumers as of year ending 1989. As such, the appropriation as 

proposed should be sufficient to provide a subsidy for all island 

residential consumers between the effective period of July 1, 1 9 9 0  

to February 1, 1991. 

Status of General Fund Revenues v s .  Appropriations 

(in millions) 

Revenue Estimate (P.L. 2 0 - 4 1 )  $ 3 8 4 . 0  
Less Appropriations/Obligations 
to date (up to P.L. 2 0 - 1 8 8 )  4 7 5 . 6  ----- 

Excess Appropriations over Revenues ($91.6) 

I Joseph E. Rivera 
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KWH SALES: 
RESlDENnAL 
SMALL QENERAL NON DEMAND 
SMALL QENERAL DEMAND 
LAROE GENERAL 
PRNATE OUTDOOR LIGHTING 

GOVERNMENT SERVICE: 
SMALL NON DEMAND 
SMALl DEMAND 
URGE 
STREET LIGHTING (AGENCIES) 

NUMBER OF CUSTOMERS: 
RESIDENTIAL 
SMALL GENEfMl NON DEMAND 
SMALL GENERAL DEMAND 
URGE GENERAL 
PRNATE OUTDOOR LIGHTING 

GOVERNMENT SERVICE: 
SMALL NON DEMAND 
SMAU DEMAND 
LARGE 
STREET UGHTING (AGENCIES) 

PROJECTED INCREASE 
EUB !%m 4 
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@ v GUAM POWER AUTHORITY 
Board of Directors 

'b,, ,. st%'' 

August 27, 
Senator Don Parkinson 
Chairman, Committee on Energy, 
Utilities & Consumer Protection 

Twentieth Guam Legislature 
Agana, Guam 96910 

RE: D L  1592 

Dear Senator Parkinson: 

The ~uthority appreciates this opportunity to testify on Bill 1592 and 
is providing the following conuuents. 

Whenever oil prices have risen sharply in the past, this has slowed 
load grovth and, in extreme cases, caused an actual decline in KWH 
sales (1979-1982). These aberrations in load growth serva to 
exacerbate t h e  intermediate term planning process (e. g. uncertain 
generation plant expansion) and cause short term dis~ptions in current  
fiscal year c a p i t a l  and operating budgets. This 'elasticity affect 
has not been quantified yet,  and is subject to such other transient 
variables as disposable income, consumer usage patterns/habits, 
lifestyles, etc,  Consequently, the ultimate affect of thesa recent oil 
price increases on GPA's KWH sales is a matter of conjecture. 

The Bill as proposed may be of some benefit in offsetting some of these 
sudden changes in monthly fuel bills. At best, it should provide time 
for ratepayers t o  adjust to whatever the future holds and thus offset 
same of the suddenness with which t h i s  change has occurred. However, 
if the oil prices are not expected to ~normalizel in the near future, 
it may be more appropriate to not subsidize the rates and let the load 
consumption level find its true level so that GPAfa load forecas t  may 
be t r u l y  representat ive  of the future power needs, with no a r t i f i c i a l  
support f o r  something that may not be a temporary phenomenon. 

The attached summary sheet uses July 1990 as a sample month to provide 
a profile of the number of customers and their related number of KWH 
consumed within selected blocks of consumption, For the purposes of 
analysis, the first blocks up to 800 KWH are in increments of 200 KWH 
each, which will provide an idea of the number of customers affected 
the most under Bill 1592; the remaining July billings are grouped in 
one block, 

The following table outlines the probable funding requirement to 
support the proposed subsidy. The table uses July as a representat ive  
month for number of customers and K)JH sales, and also provides an 
average impact per residential bill, I should point out that July's 
fuel credit amount was actually more that the June credit, which would 

P.O. Box 2977, Agona, Guam, USA 96910-2977 Tel:(671)477-7404 Fax: (671) 472-1987 Telex; 6131 



Senator Don Parkinson 
Page 2 

result in an increase (or debit) to each bill if the proposed measure 
were applied as written. However, the July credit was lower than 
June's and serves to provide a better example of how the proposed 
legislation may work. 

BABE MONm 
DEBCRIPTXON dm.E am! AUGUST 

1. FUEL CREDIT AMOUNT ($0.039059) ($0.049535) ($0.019073) 

2. ADDITIONAL CREDIT (DEBIT) 
FROM BASE MONTH (FIRST 800 KWH) N/A ($0.010476) $0.019986 

(DIFFERENCE BETWEEN ACTUAL 
FUEL ADJUSTMENT AND THAT 
OF BASE MONTH JUNE) 

3. AFFECTED KWH (USING JULY) 
USING ONLY THE FIRST 800 KWH 

4. AMOUNT CREDITED (DEBITED) 
(LINE 2 X LINE 3) 

5. NUMBER OF CUSTOMERS (USING JULY) 28,250 28,250 

6. AVERAGE IMPACT PER BILL 
(LINE 4 DIVIDED BY LINE 5) 

I would like to point out that if the GovGuam General Fund is used to 
subsidize GPA rates that although GPA1s ratepayers may benefit, the 
taxpayers may not be the appropriate source of funding since not all 
taxpayers would benefit from this use of their funds. For example, the 
General Fund contains tax payments from small businesses who would not 
benefit from a subsidy that will only go to the residential class of 
customers. 

In summary, GPA would support this bill if this price aberration is to 
be for a short or intermediate term, but if it is to be a permanent 
change, then the market forces which affect GPA1s planning process 
should be allowed to function so that assess our 
position. 

ATTACHMENT 

DAVI SABLAN 

C,I+ / 



RESIDENTIAL 
KWH IN JULY BILLINGS 

NO. OF TOTAL KWH 
RANGE OF KWH USAGE CUSTOMERS USAGE 

UNDER 800 KWH 
0 - 200 

201 - 400 
401 - 600 
601 - 800 
TOTAL 

800 - END 13,186 (X 800 KWH =) 10,548,800 

TOTAL 28.250 16.777.875 





OIL PRICE MOVEMENTS 
ESTIMATED VS. ACTUAL 

$/PER BARREL n -. - ~ - -- 

AUG MTD $20.301 
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-'-t*rl-t.d l u e l  all conrvmptlon I s  One MI 1 1  Ion Ctght Hundred f lfty - -- -- 

Thousand (1,850,000) barrels Per Year. Mlnlmum Purchase under 

tho Contract shall b~ One Mlll Ion <1,000,000) barrels per y e a r ,  

 he f lrst dellvery of fuel 0 1 1  pursuant to the Contract 1 ,  

antlclpated to be on or about July 1, 1986. 

Soctlon 1.02. - Term. The Contract shall be for flve ( 5 )  

years and shall comnence on July 1, 1986, and shall contlnuo to 

mtdnlght dune 30, 1991 unless sooner terminated In accordance 

with the provlslons hereof or cancelled dua to unavallablllt~ of 

funds In succaedlng f 1 scal per lads. The contractual obl tgat Ion 

of GPA and Contractor In each ftscrl porlod succeedlng tho ftrst 

1s subJect to t h i  avallablllty of funds. In the event funds are 

not avallablo for any succeedlng fiscal pertod, tho remainder of 

such contract shall be canc8lled and the Contractor shall be 

rolmbursed for the reasonable value of anv non-recurring costs 

Incurred but not amortized In the price of the fuel 011 delivered 

under the cont fact GPA shill notlfy Contractor wlthln nlnety 

(90)  days prlor to each wccoodlng flscal year whether or not 

funds are available, 

Sectlon 1.05. Contract Prlce. 

The total Contract Prlce 0.r 42 gallon barrel 

deltvered pursuant to Sectlon 1.04 to GPA Is $ 14.09 

Unlted States Dollars, tncluslve of a11 M and Ilabllltles 

Incurred prlor to delivery. 4- 



.' . t h e  c o n t r a c t  p r l t o  s h a l t  l nc reaso  o r  decrease on l - - -. -_ --- 
c e n t - f o r - c e n t  b a s l s  by t h o  amount p e r  b a r r e l  t h a t  t h e  mean 

Waterborne s o o t  Market P~ICO f o r  Singapore cargoes f o r  ~ l g h  

sulfur Fue l  011 (H.S.F.0.) 180 Cst  S lngaporr  (Converr lon F a c t o r :  

6 .6  b b l s .  p e r  I4 t on )  exceeds o r  I s  l ess  than the  above mean 

t a l c u t a t e d  as o-Apr 1 1  1, 1986. The above Waterborne Spot Market 

p r l c e s  a r e  those  r e p o r t e d  by t h e  P l a t t s  Oi lgram p r l c e  r e p o r t .  

The following 1s a  sample c a l c u l b t l o n  of t h e  average p r l c e  

affective w t t h  t h e  December 27, 1985 p r t c o s  pub1lsh.d In t h e  

p l r t t ' s  O l l g r r m  p r l c e  r e p o r t .  The conversion f a c t o r  used t s  6.6 

b a r r e l s  p e r  ton.  

Hean Waterborne Spot (HWS) = H l q h  + Low - 6.6 
2 

S e c t l o n  1.04. Fue l  011 O e l l v e r y .  T I t l e  t o  the  f u e l  0 1 1  

cus tody  thereo f  h a 1 1  p a r s  f rom Cont rac tor  t o  GPA when t h e  

f u e l  011 has passed t h e  t r a n s f o r  pump f l ange  connecting t h e  f u e l  

Tanks r e f e r r e d  t o  In  S e c t l o n  2.01 t o  GPA's f u e l  011 s torage o r  

f u e l  011 consumlng f r c l l ' l t y .  

S e c t l o n  1.05. Fual  011 1 nventory .  Cont rac tor  $ha1 1  

m a l n t a l n  a t  a11 t imes a  mtnlmum Inven to ry  of  One Hundred F l f t y  

Thousand (150,000) b a r r e l s .  t h e  Contractor ,  s h a l l  purchase a t  

t h e  b e g l n n l n g  of  C o n t r a c t  t h e  e x l s t l n g  Inventory, In  t h e  Fuel 

Tanks r e f e r r e d  t o  I n  S q c t l o n  2.01 and estimated a t  about 150,000 

b a r r e l s ,  f r o m  t h e  p resen t  f u e l  011 suvv11er s t  the  s u p p l l e r l s  

t h e n  c o n t r a c t  p r i c e .  4- 
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GPA shall retmburse t o  C o n t r a c t o r  t h e  difference between the 

~uppllsr's p r t c e  and h i s  c o n t r a c t  p r f c r .  

GPA s h a l l  have the  o p t t o n  t o  p u r c h a s e  t h e  I n v e n t o r y  

rnentloned above and t a k e  o v e r  the operations and maintenance o f  

t h e  f u e l  t a n k s  r e f e r r e d  t o  In S e c t l o n  2 . 0 1  a t  anytime d u r l n g  t h e  

t e r m  o f  t h e  C o n t r a c t  by g t v l n g  the C o n t r a c t o r  ane hundred t w e n t y  

( 1 2 0 )  d a y 3  n o t t c a .  I f  GPA e x s r c t s e s  t h l s  o p t l o n ,  the  p r t c e  of 

t h e  f u e l  o i l  s h a l  1 be a d j u s t e d  by dec reas ing  t h e  f u e l  p r l c s  by 

, the  amount o f  t h e  o p e r a t t o n  and ma t n t a n d ' a  and I n v e n t o r y  cost.  

The d e t e r m l n a t t a n  o f  f s l r  and r e a s o n a b l e  cost  for t h e  operation 

and rnatntenancd, and f o r  t h e  I n v e n t o r y ,  s h a l t  b e  made by a 

m u t u a l l y  a c c e p t a b l e  Independent  c o n s u l t r d ~  r e t a l n e d  b y  GPA fqr 

such speclftc purpose .  Tltle o f  this fue l  o t l  and custody 

t h e r e o f  wou ld  then p a s s  f r o m  c o n t r a c t o r  t o  CPA as  t h e  f u e l  011 

passes  t h e  v e s s e l ' s  permanent  f l a n g e  hcse c o n n e c t l o n  a t  t h e  

d l  scharge  p o r t .  

S c c t t o n  1 . 0 6 .  Terms of Payment .  d n v o t c e s  f o r  f u e l  0 1 1  

d e l  i v e r e d  p u r s u a n t  t o  t h e  q u a n t l  t y  a n d  qua1 I t v  p r e s c r t b e d  I n  

A r t f c l e  1 1 1  and o t h e r  p r o v i s t o n s  o f  t h i s  C o n t r a c t  3hall be 

w b m l t t e d  on - ~ ~ k l ~ ~ ~ 3 l s  based on the amount g f  bqr<ols 

r del l u e i a  by Contractor co .GP&dur l ng t h e  p e s t  e n d l n g -  Thursday.  

The  lnvalce p r l c a  shall be the c o n t r a c t  o r t c a  I n  e f f e c t  on  t h e  

-8f t h e  w e e k l y  d e l l v e r y  p e r t o d .  t P A  s h a l l  promptly make 

payments w l t h l n  a r e a s o n a b l e  t fme n o t  to  exceed a p e r l o d  of 

flfteen ( 1 5 )  days f r o m  the d a t e  of r e c e f p t  of I n v o l c e ,  A l l  

I n v o l c e s  shall be based upon q u a n t t t y  and q u a l t t y  delivered 

according t o  t h e  measurements made p u r s u a n t  t o  S e c t l o n s  3 . 0 2  a n i t  

3.05, I n f r a .  -& 
- 4 -  



PER BARREL COST ..-----.-.---.- 

I NPUTS .-.--- 
HSFO CONTRACT PRICE $14,09 /BBL ( INCLUDES ALL COSTS 

PRIOR TO DELIVERY) 
HSFO BASE PRICE (PLATT'S 4/1 /86)  $12.50 'IBBL 

PLA?TS 0 1  LGRAN QUOTE PER BBL 
( MEAN WATERBORNE SPOT MARKET 
PRICE FOR S I NGAPORE CARGOES 
FOR HSFO - 180 CST) 

H I  MEAN COSTIMT $114.00 (JAN '87) 

LO ' MEAN COST /MT $109.00 (JAN '87) 

CONVERSION FACTOR 180 CST TO BBL 6,6 

PER BBL CALCULATION .-.----.--.----.-.. 
PLATT'S H I  
PLATT'S LO 

AVERAGE PRICE PER PLATT'S 
CONVERS I ON FACTOR 

COST PER BBL 
HSFO BASE PRICE 

DIFF 
HSFO CONTRACT PRICE 

GPA CONTRACT PRICE 



MOVEMENT IN O I L  PRICES 

Cos t /Bbl .  5 Date ( e f f e c t i v e )  

10.91 7.01.90 

11.51 7.06.30 

12 .35  7.13.90 

13.71 7.20.90 

14.32 7.27.90 

18.79 8.02.90 

19.77 8.09.90 

22.65 8.16.90 
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ICE OF THE M A  
DISTRICT OF PITI 

P.O. Box 786 
Agana, Guam 96910 

August 2 3 ,  1990  
ISABEL S. HAGGARD 

Mayor 
4 72- 7 23213 

Honorab le  S e n a t o r  Don P a r k i n s o n  
Chai rman,  Committee on E n e r g y ,  U t i l i t i e s  

and  Consumer P r o t e c t  i o n  
T w e n t i e t h  Guam L e g i s l a t u r e  
P e r e z  B u i l d i n g ,  2nd F l o o r  
192 Archb i shop  F l o r e s  S t r e e t  
Agana, Guam 96910 

Dear M r .  Chairman:  

I n  b e h a l f  o f  m y s e l f  and  t h e  r e s i d e n t s  o f  t h e  D i s t r i c t  o f  P i t i ,  I 
am h e r e  t o d a y  t o  t e s t i f y  i n  f a v o r  o f  B i l l  No. 1592 AN ACT TO 
APPROPRIATE THE SUM OF $6,000,000 FROM THE 1990 AND FY 1991 
GENERAL FUND TO SUBSIDIZE ESSENTIAL POWER USAGE FOR RESIDENTIAL 
USE DURING THE CURRENT C R I S I S  I N  IRAQ AND THE MIDDLE EAST, 

With  t h e  p r e s e n t  Government s u r p l u s  of  f u n d s ,  i t  i s  o n l y  
a p p p r o p r i a t e  t h a t  t h e  r e s i d e n t s  and  c u s t o m e r s  o f  t h e  Guam Power 
A u t h o r i t y  be t h e  p r i m a r y  b e n e f a c t o r s .  The f u e l  crisis is a l r e a d y  
r e f l e c t e d  i n  t h e  p r i c e  i n c r e a s e s  o f  g a s o l i n e  a n d  o t h e r  p e t r o l e u m  
p r o d u c t s  h e r e  and  on t h e  m a i n l a n d .  However t e m p o r a r y  t h e  s u b s i d y  
o f  $ 6 , 0 0 0 , 0 0 0 ,  i t  is  g r a t i f y i n g  t o  know t h a t  l e a d e r s  s u c h  a s  
y o u r s e l f ,  S p e a k e r  San  A g u s t i n  a n d  t h e  o t h e r  c o - s p o n s o r s  o f  B i l l  
N o .  1 5 9 2 ,  are d e e p l y  c o n c e r n e d  o f  t h e  w e l f a r e  o f  our i s l a n d  
r e s i d e n t s .  

Thank you f o r  g i v i n g  m e  t h i s  o p p o r t u n i t y  t o  t e s t i f y  i n  f a v o r  o f  
B i l l  N o .  1592.  

S i n c e r e l y ,  

SABEL S. HAGG 



TWENTIETH GUAM LEGISLATURE 
SECOND REGULAR SESSION 

Bill No. /59d (4 
Introduced by: Don Parkipon 

An act to appropriate the sum of $6,000, 
1990 and FY 1991 General Fund to subsidize essential 
power usage for residential use during the current 
crisis in Iraq and the Middle East 

Section 1. The Legislature finds that the Guam Power 

Authority is going to suffer greater oil costs due to the 

current crisis in Iraq and the Middle East. GPA's consumers 

are going to greatly suffer because of massive fuel oil 

costs. Because of the unexpected nature of the increase, it 

is appropriate to have a temporay subsidy of power bills for 

residential users for oil charge increases over the costs of 

oil for power bills sent out for power meters read during 

the first week of June, 1990. The Legislature also finds 

that 800 Kilowatt Hours per month useage is a reasonable but 

not extravegant level of essential electrical useage. 

Section 2. Subsidy of essential residental power. 

There shall be a subsidy on all residental power bills on 

the first eight hundred kilowatt hours per monthly billing 

cycle in an amount equal to the increase in cost per 

kilowatt hour for the cycle over the cost per kilowatt hour 

for meters read during the first billing cycle of June, 



'A subsidy Bill 
e 

Page 2 

1990. This amount of increase per kilowatt hour shall be 

multiplied times the number of kilowatt hours used during 

the cycle to be subsidized, not to exceed 800 kilowatt 

hours. The resulting amount of subsidy shall then be 

deducted from the power bill in question as a 'Temporary 

Legislative Subsidy during the period of hostility in the 

Middle Eastw. 

Section 3. The subsidy contained in this act shall be 

retroactive as to all bills based on meter readings on or 

after July 1, 1990. 

Section 4. This subsidy shall expire effective with 

bills based on meter readings made on or after February 1, 

1991, unless further extended by law. 

Section 5 .  The sum of Three Milllion Dollars 

($3,000,000) is hereby appropriated from the General Fund 

for Fiscal Year 1990 to the Guam Power Authority for the 

residential power subsidy contained in this act. Any funds 

unexpended in Fiscal Year 1990 shall carry over into Fiscal 

Year 1991 for use as a residential subsidy. 

Section 6. The sum of Three Milllion Dollars 

($3,000,000) is hereby appropriated from the General Fund 

for Fiscal Year 1991 to the Guam Power Authority for the 

residential power subsidy contained in this act. 


