
CARL T.C. CUTIERREZ 
GOVERNOR OF GUAM 

Enclosed please find a copy of Bill No. 308 (COR), "AN ACT TO AMEND ITEM 
(r) OF SECTION 44 OF PUBLIC LAW NO. 24-14, RELATIVE TO APPROVAL 
PROCESS OF THE TWENTY-SEVEN MILLION DOLLAR ($27,000,000.00) LOAN 
TO THE HOSPITAL", which I have signed into law today as Public Law 
NO. 24-58. 

AUG 1 4 1997 

We. will be transmitting the interest rate for the consideration of the 
Legislature, as required in this legislation. If the Legislature fails to act on 
disapproving the interest rate during its September session, all of the 
terms and conditons of the loan as negotiated shall be deemed approved. 

The Honorable Antonio R. Unpingco 
Speaker 
Twenty-Fourth Guam Legislature 
Guam Legislature Temporary Building 
155 Hesler Street 
Agana, Guam 96910 

Very truly yours, 
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TWENTY-FOURTH GUAM LEGISLATURE 
1997 (FIRST) Regular Session 

CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR 

This is to certlfy that Bill No. 308 (COR), "AN ACT TO AMEND ITEM (r) OF 
SECTION 44 OF PUBLIC LAW NO. 24-14, RELATIVE TO APPROVAL 
PROCESS OF THE TWENTY-SEVEN MILLION DOLLAR ($27,000,000.00) 
LOAN TO THE HOSPITAL," was on the 1st day of August, 1997, duly and 
regularly passed. 

I 0  R. UNPINGCO 
Speaker 

Senator and Legislative Secretary 

This Act was received by the Governor this &X$ day of d ,1997, at 

/a ,' 3 7  o'clock Z.M. 

~ s s i s t d t  Staff Officer 
Governor's Office 

APPROVED: 

/-Y - 
CARL T. C. GUTIERREZ 

Governor of Guam 

Date: &?-/@/%7 
Public Law No. 



TWENTY-FOURTH GUAM LEGISLATURE 
1997 (FIRST) Regular Session 

Bill No. 308 (COR) 
As amended on the Floor. 

Introduced by: E.J. Cruz 
J. C. Salas 
L. F. Kasverbauer 
T. C. Ada 
F. B. Aguon, Jr. 
E. Barrett-Anderson 
A. C. Blaz 
J. M.S. Brown 
Felix P. Camacho 
Francisco P. Camacho 
M. C. Charfauros 
W. B.S.M. Flores 
Mark Forbes 
A. C. Lamorena, V 
C. A. Leon Guerrero 
L. Leon Guerrero 
V. C. Pangelinan 
A. L.G. Santos 
F. E. Santos 
A. R. Unpingco 
J. Won Pat-Borja 

AN ACT TO AMEND ITEM (r) OF SECTION 44 OF 
PUBLIC LAW NO. 24-14, RELATIVE TO 
APPROVAL PROCESS OF THE TWENTY-SEVEN 
MILLION DOLLAR ($27,000,000.00) LOAN TO THE 
HOSPITAL. 



funding of the Guam Memorial Hospital long-term care facility in 

Barrigada Heights; 

(2) No charge shall be levied by a lender for making the 

loan; 

(3) The interest rate shall be subjected to negotiation 

between the Authority, the Governor and the lender. Such 

interest rate shall be computed on a monthly average and based 

on the actual amount extended to the Authority; and, 

(4) Interest earned by the lender shall be exempt from 

taxation by the government of Guam. 

The Governor is authorized to pledge the General Fund as a security for 

repayment of the loan, in addition to any revenues which may be pledged by 

the Authority. 

The loan agreement shall be transmitted to the Legislative Secretary. 

The Legislature has until the next regularly called session in September to act 

on the loan, otherwise the Governor of Guam is hereby authorized to execute 

the loan agreement and other necessary documentation." 



G U A M  L E G I S L A T U R E  

Senator Antonio R U n p W  
m c e  oftbe Splccr ,p,,,,, 

155 Hesler Street Agana Guam 96911' 

Phones (671) 472- 3455 156 157 Fax (671) 472-3400 

August 14, 1997 

MEMORANDUM 

TO. Legislative Secretary 

FROM. Speaker 

SUBJECT: Transmittal of Public Law and Veto Bill 

I am referring to you the following Public Law and Veto Bill txansmitted to my office from the 
Governor: 

Public Law No. 24-58: AN ACT TO AMEND ITEM (r) OF SECTION 44 OF PUBLIC 
LAW NO. 2414, RELATIVE TO APPROVAL PROCESS OF THE TWENTY-SEVEN 
MILLION DOLLAR ($27,000,000.00) LOAN TOTHE HOSPITAL. 

Bill No. 332 (COR) VETO: AN ACT TO APPROPRIATE THIRTEEN MILLION 
DOLLARS ($13,000,000.00) FROM THE GENERAL FUND'S FIVE (5%) RESERVE FOR 
FISCAL YEAR 1998 AND THREE MILLION DOLLARS ($3,000,000.00) FROM THE 
TOURIST ATTRACTION FUND FOR THE IMMEDIATE PLANNING, DESIGN, 
DEVELOPMENT AND CONSTRUCTION OF A NEW L A m n L L  AND THE CLOSURE 
OF THE ORDCYT LANDFILL; TO APPROVE GUAM'S SOLID WASTE DISPOSAL RULES 
AND REGULATIONS; TO LIMIT THE GOVERNOR'S TRANSFER AUTHORITY; AND 
TO AMEND SUBSECTION (c) OF SECTION 6 OF PUBLIC LAW NO. W-14, RELATIVE 
TO AMENDING THE BUDGETARY CAP. 

OFFICE OF THE LEGISLATIVE SECRETARY 
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lWEVW-FOURTH CUAMLECISLAnlRE of& ofthe vice-speaker 
. .  ANTHONY C. BLAZ 

August 1,1997 / 
LEGISLATIVE 
COMMITTEE 

MEMBERSHIP 

Chairman 
Finance 8 Taxation 

Vice-Chairman 
Rules. 

Government Reform 
8 Federal Ailaim 

Natural Resources 

Health & 
Human Services 

Tounsm. Econom~c 
Develaprnentaculturai 

Affairs 

Judlaary 
Publ~c Safety 8' ( Consumer Proteaon 

I Transparlation. 
Teiemmmunbtions, 8 

Micronesian Affain 

MEMBERSHIP 

G am Finance 
%ommission 

Commission on Self 
Meminaflan 

The Honorable Speaker Antonio R. Unpingco 
24" Guam Legislature 
155 Hesler Street 
Agana, Guam 969 10 

VIA: chairman, Committee on Rules 

Dear Mr. Speaker: 

The Committee on Finance and Taxation, to which was referred 
Bill NO. 308: "AN ACT TO AMEND SUBSECnON (r) OF SECnON 44 OF 
PUBLIC LAW 24-14 RElATIVE TO APPROVAL PROCESS OF THE TWENTY 
SEVEN MILLION DOLLARS (527,000,000.00) LOAN OF THE HOSPITW and 
mbsequentIy M M e d  by the Committee on F I  & Taxation, reports 
to the Legislature with the recommendation TO DO PASS. 

Voty.oT the committee members are as follows: 

To Pass 

Not To Pass 

T o  Place in Inactive File 

Abstained 

O f f - I s l a n d  

Not Available 
,- 

Sincerely, 

Enclosure 

155 Hesler St A g q  Guam96910 Tel: 472-3557W80 Farc 472-3562 Wall: tonyblar@lruento8.gtmm.net 



Conslittee on Finance and Taution 
Voting Sheet on 

Bill No. 308 
as substituted by the Committee on Finance & Taxation 

AN ACT TO AhlEND SUBSECTION (r) OF SECTION 44 OF PUBLIC LAW 24-14 RELATIVE TO 
APPROVAL PROCESS OF THE TWENTY SEVEN MILLION DOLLARS ($27,000,000.00) LOAN OF 
THE HOSPITAL. 

- 
Antonio R. Unpiwco. Fx-Officio 

Thomas C. Ada, Member 

- 
Francis E. Santos, Member 



Committee on Finance and Taxation 
Report on 

Substitute Bill No. 308 

AN ACT TO AMEND SUBSECTION (r) OF SECTION 
44 OF PUBLIC LAW 24-14, RELATIVE TO 
APPROVAL PROCESS OF THE TWENTY-SEVEN 
MILLION DOLLARS ($27,000,000.00) LOAN OF THE 
HOSPITAL. [Attachment 11 

Introduced by 
Senators E. J. Cruz and J. C. Salas 

PUBLIC HEARING: 

The Committee on Finance and Taxation conducted a public hearing on 
Tuesday, July 22, 1997, at 9:10 a.m., to hear testimonies on Bill No. 308, "AN 
ACT TO AMEND SUBSECTION (R) OF SECTION 44 OF PUBLIC LAW 24-14, 
RELATIVE TO APPROVAL PROCESS OF THE TWENTY-SEVEN MILLION 
DOLLARS ($27,000,000.00) LOAN OF THE HOSPITAL." The public hearing 
was held in the Legislature Public Hearing Room. [Attachment 21 

MEMBERS PRESENT: 

The hearing was called to order by the Chairperson of the Committee on 
Finance and Taxation, Senator Anthony C. Blaz. Committee and other 
members present were: Senators Joanne M.S. Brown, Tom C. Ada, Francis E. 
Santos, Frank B. Aguon Jr., Lou Leon Guerrero, and Vicente C. Pangelinan. 

TESTIMONY: 

Appearing before the Committee was Tyrone J. Taitano, Administrator, 
Guam Memorial Hospital Authority. [Attachment 31 Mr. Taitano testified 
that GMHA supports the purpose and intent of Bill No. 308 which calls for the 
approval of the $27 Million Loan for the Hospital. Mr. Taitano went on to say 
that the terms of the Loan Agreement are detailed in the Governor's 
transmittal to the Legislature dated July 8,1997. [Attachment 41 



According to Mr. Taitano, "The Debt Service Requirements," called 
under the terms of the Loan Agreement, can be sustained by the Hospital. 
Mr. Taitano acquiesced that the Hospital's revenues should be more than 
sufficient to ensure that there existing debt obligations are met. Mr. Taitano 
related the Hospital's experience with respect to its $3 Million line of credit. 
He further went on and expressed to the Committee Members, that the 
Hospital has demonstrated the ability to sustain this burden in the past, it is 
therefore, reasonable to conclude that the Hospital can sustain its financial 
obligation in the future. 

At this time, the Chairperson noted that Mr. Michael J. Reidy, Acting 
Director, Department of Administration was present and had submitted his 
written testimony for the record. [Attachment 51 

There being no further witnesses, the Chairperson called on the 
Committee Members to query Mr. Taitano. At this time, Senator Tom Ada 
questioned the Hospital Administrator on the utilization of the funds. 

Mr. Taitano responded by saying that the proceeds of the loan would 
not be applied to any additional spending but rather what it will do is allow 
the Hospital to open up the Medical Supply Vendor and allow that burden to 
be removed from the Hospital so that it can use its own resources and 
working capital to acquire additional pharmaceutical items. The loan 
proceeds, according to Mr. Taitano, would strictly be applied on paying 
outstanding obligations. 

At this time, Senator Ada questioned how parts of the loan proceeds 
would go towards paying government departments and agencies. 
Chairperson Blaz interjected at this time saying that the payment plan to the 
government departments and agencies is attached to the Loan Agreement 
package. 

Responding to Senator Ada, Mr. Taitano stated that the payment 
scheduled prioritizes payment to the various government departments and 
agencies. He went on to say that generally the way the loan is structured is 
the draw down of the $20 Million would be within 60 days; and an option to 
draw down the remaining $7 Million at a time later to be determined. He 



continued to say that a provision for drawing down the funds, if there is an 
eminent need of a cash shortage, is contained in the Loan Agreement. 

At this time the Chairperson recognized Senator Lou Leon Guerrero. 
The Senator stated that the legislation amends the Budget Act by removing 
the Legislature's approval powers on the Loan Agreement. She then 
suggested to the Chairperson that rather then discuss Bill No. 308, the 
Committee should seriously discuss the Loan Agreement as transmitted to the 
Legislature by the Governor. 

Mr. Taitano interjected by stating his willingness to work with the 
Legislature and agreeing upon a specific language for approving the Loan 
Agreement. He further stated that he has no objections to specific language in 
approving the Loan Agreement package. 

Senator Leon Guerrero concluded by stating that she would rather work 
towards assuring that the terms and conditions of the Loan Agreement 
comply pursuant to the public laws. 

At this time Senator Francis Santos asked Mr. Taitano for the property 
description which is to be mortgaged. Mr. Taitano responded by saying that 
the Hospital's property would be mortgaged. He went on to say that he does 
not have the true specifications and valuation of the property to be 
mortgaged, however, if needed, those documents could be made available. 
The assignment order according to Mr. Taitano, would be the Health 
Insurance Revenues that would go into a Trust Account, followed by Section 
30 Funds, the Mortgage. 

Continuing, Mr. Taitano stated that the Hospital, already, (as of today 
July 22,1997), has signed an agreement with FHP, and expect to sign another 
before the end of the month. Agreements with the other Health Insurance 
Carriers are still on going, and they have also expressed their intentions 
within the coming months. This payment pattern, according to Mr. Taitano, is 
similar to the $3 Million Line of Credit which was granted to the Hospital 
earlier. 

At this time the Chairperson called on Senator Vicente Pangelinan. At 
the outset, the Senator expressed his concerns regarding the current payment 



agreement, questioning why the Hospital would want to pledge the funds 
and loose control in its ability to manage the cash. According to Mr. Taitano, 
a system has been established with the Bank of Guam. Sharing this payment 
system, Mr. Taitano went on to say, a check is payable to both the Bank of 
Guam and the Hospital as Trustees, and is administered like the Section 30 
Funds. Mr. Taitano also pointed out that the turn around time is very short. 

At this juncture, Mr. Taitano informed the Committee that 
notwithstanding the Hospital's efforts to solicit the best proposal, there was 
only one bidder. This is the best agreement that the Hospital can secure at 
this point in time. Given the terms and conditions, Mr. Taitano apprised the 
Committee that his only role was to negotiate the Loan Agreement based on 
the authority vested to him by the what the Legislature, Mr. Taitano re- 
emphasized his willingness to work with the Legislature in bettering the 
terms and conditions set into the loan agreement. 

Expressing his concern, Senator Pangelinan stated a need to re-examine 
some of the terms, exist. The Hospital must be in a better position and obtain 
an adequately fair Loan Agreement package. Mr. Taitano agreed with the 
Senator echoing the same sentiments. 

There being no further witnesses, the Chairperson adjourned the 
Committee hearing on Bill No. 308. 

FINDINGS: 
The proposed loan has very severe conditions attached to it that is not 

warranted by the current financial condition of the Territory of Guam. 

1. The loan proposal names both the Guam Memorial Hospital Authority 
and the Government of Guam as borrowers on this loan. Thus all conditions 
in the term sheet applies to both groups unless specified otherwise. 

2. The true credit for the loan is the revenue stream of Section 30 money. 
This stream of revenue has been used several times in the past. In all the cases 
no reserve fund has been required but Bank of Guam requires three months 
worth of debt service ($876,789) as a reserve fund. The current true return to 
the Bank based on its debt service schedule and with reserve is 8.66% 



3. The revenue coverage on previous bonds using Section 30 money was 1.25 
on the 1986 Bonds, a coverage, in projections only, for new bond issues on 
parity with the 1989 bonds, and no coverage on the 1994 bonds. Bank of Guam 
however requires a 2.5 to 1 coverage on not only debt service but on the reserve 
fund which it holds. This is a coverage of $10,959,862 or 3.125 to 1. 

4. Page 5 Item B allows the Bank to hold the coverage amount until 
"certification that the prior year's obligations of GMH have been met." It is 
not clear that this just means debt service and not all GMH obligations. 

5. The Bank of Guam also wants a mortgage on the property of the Guam 
Memorial Hospital. Is it the Bank's intent to close the only hospital facility in 
the Territory if the Government or GMH is in any violation of the loan 
covenants ? If this is not the case why is a mortgage required ? GTA is the 
only government agency that has its property mortgaged and this only 
because it borrows from REA. 

6. Page 6 item F. requires the Government to compensate the Bank of 
Guam for any change in the effective yield to them from this loan. It cover any 
changes even those that are not something the Government of Guam has 
control over, such as U. S. tax rates. This is unusual since the Government is 
being required to compensate for event not of their doing or control. 

7. The Bank of Guam includes extremely broad language on the bottom of 
page 6: 

"H. In the event that prior to closing or loan disbursement hereunder 
lender determines that any information given to Lenders in connection 
with Borrower's application for this loan or in consideration of this loan 
and issuance of this commitment, whether concerning the Borrower, its 
financial condition, property, the Government of Guam, or property to 
be pledged hereunder is untrue in any material respect, or that there has 
been any material adverse change with respect to any of the foregoing, 
or law applicable to the Borrower or the collateral Lender reserves the 
right to cancel this commitment. 

In the term of this loan the Lender shall conduct periodic reviews of this 
loan, on an annual basis, or more frequent basis if Lender deems appropriate, 
and of the business and operations of the Borrower, its financial condition, 



and other matters pertaining to the loan and security of the loan. In the event 
Lender determines that there has been a material adverse change - in 
Borrower's financial condition, the value or condition of any collateral for the 
loan or that Borrower has failed to make satisfactory improvements - in its 
financial condition, that there has occurred any default hereunder or under 
any other agreement - or contract to which Borrower is a party, - that there has 
been anv material adverse channe in law applicable - - to the Borrower or 
collateral or for anv other reason Lender deems itself insecure, Lender shall 
be entitled to accelerate all sums outstandinn hereunder, and declare the same 
immediately due and payable. 

This language allows the Bank of Guam to call the loan at any time and 
for any reason whether material to the loan or not. 

8. The actual need of the Hospital to outside vendors is based in its 
schedule of disbursements is $ 4,852,020. The balance of the funds are 
amounts owed to the Government. Essentially money we owe to ourselves. 
It is interesting to note that the actually loan proposal was submitted long 
after it was established that the bank of Guam was the sole respondent to 
their RFP. 

RECOMMENDATION: 

The Committee, having reviewed the testimonies presented at the 
hearing, does hereby recommend to the Guam Legislature that Bill 308, "AN 
ACT TO AMEND SUBSECTION (r) OF SECTION 44 OF PUBLIC LAW 24-14, 
RELATIVE TO APPROVAL PROCESS OF THE TWENTY-SEVEN MILLION 
DOLLARS ($27,000,000.00) LOAN OF THE HOSPITAL," to do pass. 



months 1 $ 
2 $ 

Reserve $ 876,789.00 3 $ 
4 $ 
5 $ 
6 $ 
7 $ 
8 $ 
9 $ 

10 $ 
11 $ 
1 2  $ 
1 3  $ 
1 4  $ 
15 $ 
1 6  $ 
17 $ 
18 $ 
19  $ 
20 $ 
21 $ 
22 $ 
23 $ 
24 $ 
25 $ 
26 $ 
27 $ 
28 $ 
29 $ 
30 $ 
31  $ 
32 $ 
33  $ 
34 $ 
35 $ 
36 $ 
37 $ 
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39 $ 
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4 1  $ 
42 $ 
43 $ 
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45 $ 
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48 $ 
49 $ 
50 $ 
51 $ 
52 $ 
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reserve 

Reserves 
1 $ 216,491.00 $ 75,772.00 $ 292,263.00 
2 $ 216,491.00 $ 75.771.00 $ 292,263.00 

Page 1 



Debt Serv ice  1 $ 216,491.00 $ 75,772.00 $ 292,263.00 
2 $ 216,491.00 $ 75,772.00 $ 292,263.00 
3 $ 216,491.00 $ 75,772.00 $ 292,263.00 
4 $ 216,491.00 $ 75,772.00 $ 292,263.00 
5 $216,491.00 $ 75,772.00 $ 292,263.00 
6 $ 216,491.00 $ 75,772.00 $ 292,263.00 
7 $ 216,491.00 $ 75,772.00 $ 292,263.00 
8 $ 216,491.00 $ 75,772.00 $ 292,263.00 
9 $ 216,491.00 $ 75,772.00 $ 292,263.00 

10  $ 216,491.00 $ 75,772.00 $ 292,263.00 
11 $ 216,491.00 $ 75,772.00 $ 292,263.00 
12 $ 216,491.00 $ 75,772.00 $ 292,263.00 

$ 3,507,156.00 
Reserve $ 876,789.00 

Total  $ 4,383,945.00 

Coverage R a t e  2.5 
Coverage on Sect ion  30 I $10,959,e62.50 ] 

Page 1 



COMMITTEE ON FINANCE & TAXATION 
Vice Speaker Anthony C. Blaz, Chairman, Twenty-Fourth Guam Legislature 

Public Hearing Room 

AGENDA 
FYI98 BUDGET OVERSIGHT HEARING SCHEDULE 

TUESDAY, JULY 22,1991 
9:00 A.M. 

Bill No. 308(COR) (E.J. Cruz, J.C. Salas) 

AN ACT TO AMEND ITEM (r) OF SECTION 44 OF PUBLIC LAW 24-14 RELATIVE TO 
APPROVAL PROCESS OF THE $27 MILLION LOAN OF THE HOSPITAL. 

GUAM WATERWORKS 
DEPARTMENT OF PARKS & 
PUBLIC AUDITOR 
DEPARTMENT OF ADMINISTRATION 
OFFICE OF THE GOVERNOR 



Guam Memorial Hospital Authority 
AturidAt EspetAt MimuriAt GuZihan 

850 GOV. CARLOS CAMACHO ROAD 
OKA, TAMUNING, GUAM 96911 

TEL: 647-2444 or 647-2330 
FAX: (671) 649-01 45 

July 22, 1997 

Senator Tony Blaz 
Chairman 
Committee on Finance & Taxation 
24m Guam Legislature 
155 Hesler St. 
Agana, Guam 9691 0 

Dear Mr. Chairman, 

I am pleased today t o  testify in support of Bill No. 308 which calls for the 
approval of the $27 million in financing for GMH authorized by Public Law 24- 
14. As provided by the statute, the proceeds of this loan would be applied t o  
GMHA's outstanding obligations including medical supply vendors payment, 
Retirement Fund payments, and to  refinance existing debt obligations. The 
terms of the loan agreement are detailed in the Governor's transmittal dated July 
8. 1997. 

Given the ongoing reforms instituted by GMHA to improve it's revenue base and 
it's cost structure, I believe that the debt service requirements called for under 
the terms of the loan agreement can be sustained by the Hospital. Although the 
loan is secured by additional measures, including Section 30 revenues and a 
mortgage, I am confident that Hospital revenues should be more than sufficient 
t o  ensure that the debt obligations are met. Supporting this assessment is 
GMHA's o w n  experience with respect to  it's current $3 million line of credit. 
The outstanding balance for this line of credit will be refinanced with the 
proceeds of the new loan. When this occurs, the debt service on the new loan 
will be roughly equivalent to  that which we bear under the current line of credit. 
In essence, w e  will see a substitution in our monthly debt service requirements 
without a hugely significant change in the amount. Since GMHA has already 
demonstrated it's ability to  sustain this burden in the past, it is reasonable t o  
conclude that it is able to  meet this obligation in the future. 



To begin with, this will enable GMHA to transform it's current liabilities t o  a 
more managable level. Presently, these obligations are immediately due and it is 
beyond GMHA's ability t o  produce the cash t o  immediately meet them. The 
crushing burden of these immediate liabilities makes it impossible for the 
Authority to  stabilize it's finances and secure the resources necessary to  
improve the Hospital's health care operations. By financing these liabilities over 
the 12 year term prescribed by the loan agreement, GMHA will have the 
breathing room and working capital it needs t o  place the Hospital on the road to  
stability and progress as an institution. 

The financing will also enable GMHA to re-open it's access to  medical supply 
vendors who are presently closed to  us because of the Authority's poor record 
of paying it's outstanding bills. Opening up these vendors will make it possible 
for the Authority to  rectify the chronic supply shortages which the Hospital has 
been experiencing. 

In this regard, with the acquisition of this financing, GMHA will also be able to  
establish the so-called "pharmacy of last resort" within 60 days. GMHA will be 
in a position to  fully stock our pharmacy on an ongoing basis. By utilizing 
existing sharing arrangements wi th local pharmacies, w e  can address island- 
wide shortages in pharmaceuticals which have recently occurred in our 
community. 

Mr. Chairman, I do not claim that the $27 million in financing authorized by the 
Legislature is the ultimate solution t o  GMHA's financial woes. It is however, a 
necessary first step in solving the Hospital's financial deficiencies which have 
built up over many years. It will give us the chance t o  place this institution on a 
stable footing and to  move ahead in providing an improved quality of health care 
at GMH. I therefore urge the Legislature's expeditious approval of this measure. 

Sincerely, 

+)-@w 
TYR NE J. TAITANO 



. . 2 4 s  Guam Legislature 
Committee on Rules, Government 

Refom and Federal Affairs 
Senator Mark Forbes, Cbaitmatl 

JUL 14 l997 
MEMORANDUM 

TO: Chairman 
Committee on Finance and Taxation 

FROM: Chairman X 
Committee on Rules, Government Reform and Federal Affairs 

SUBJECT: Messages and Communications- Referral of 

The following is forwarded for your information and appropriate action: 

1. Governor's message transmitting a copy of the t q  
negotiated for the $27 million in financing to stabiliz'e the 
finances of the Guam Memorial Hospital Authority, 
pursuant to Public Law 24-14. 

MARKFORBES ------- 

Attachment 



Hon. Antonio R Unpingco 
Speaker 
24* Guam Legislatun 
155 Hesler St. 
Agana, Guam 

OFFICE OF M E  GOVERNOR 
TERRlTORY OF GUAM 

Refer to 
~ I i ~ S e c s e ' i  

* 

OFFIE OF THE LEGISLATIVE SE'XTARY 
ACKN0WLW;MENT GCEIPT 

2 

Dear Mr. Speaker: 

As provided for by Public law 24-14, I am hereby transmitting the terms negotiated for 
the $27 million in financing to stabilize the finances of the Guam Memorial Hospital 
Authority. Inasmuch as the statute provides for legislative approval of the terms of the 
loan, I urge botb you and your colleagues to proceed expeditiously in acting on this 
matter. 

Yours very truly. + IT. . Gutlemz 

enclosure 

- .i332 d C  

orrtclc of the Speak 

'+<.id@ I Bordallo Co~ernor's Complex Post Office Box 2950 Aeana Guam 96932 ih7113~?-8931 Fax 1671\3--~CI'%\! 



WllllAM D. LEON GUERRERO Plank of 6uam P.O. &ax w - ---I * ~ . C ; u o n O b O S Z  
bl-w 1.I: (671) 472.527 1/3R 

Fol: (671) 4 7 7 W 7  

Jum 30. 1997 

Mr. Tyrone J. TaiUno 
Adrninirtntor 
GUAM MEMORlAL HOSPITAL A l ~ O R I N  
850 Governor Culor C. Camacbo Rerd 
Tuausiag, G u m  9691 1 

h r  Mr. Taitano: 

Thsnk you for providii tk Bank of Guam with the opportunity to review the proposal 
for a Tmnty-Seven Million Dollars (S27.000.000.00) lou, for the Guam M d  Hospital 
Authority. We arc prepand to accommodate the borrowing. subjcd to the following tams and 
conditions. 

BORROWER GW bhof id  H o w  Authority (GMHA) & 
G o w m m e M o f ~  

LENDERS lknk o f h  in ryndiation with other banks to bC 
daa:~incd. 

AMOUNT S27.0.000.00 term lom. Bank of Guam's proposal is 
oontifignn upon the Lenda's ability to obtain firm 
coa16-itmens fiom other interested lending institutions to 
p d q m t c  in the IOUI syndication. with pmicipation by 
Bank of GUMI as L a d  Bank to the atent of 
Sl5.W0.000.00 and the excess of such mount to be 
comnnted by 0 t h  kading insli~iom. la the Mnt Bank 
of it unable to obtain commitmcnd f h m  other 
qudifnd W i n g  instkutions for arch access mount, Bank 
of Gum shall continue its commitment of S 15.000.000.00 

PURPOSE ?he lura fimds will be rdili: ( I )  to purctuw tnedi i  and 
phut~ucartiul equipment nrppli; (b) lo rspry outstanding 
ObligaionS to mdc vendors and other puticz. (c) to nect 
worlring capital needs d (d) to repay obligation to various 
Gwamrcnt 0 r G w . m ~ .  

The ioan rhall not be uscd to finamc wpitd improvcnmts 
or am-haIth are prOressiod except for 6mding of tk 
Gua Mcmorid Horpitrl h-term are hcility in 
Buriyadr Heights. 



Bcrr!,wa shall prior to disbursement mbmit schedules of 
propsd equipment and pharmacanicd purchases. md 
obligations to be paid with proceeds of tbc loan. and 
specific worlcing capital needs to be ma with the loan fiurds 
as per the attached disbursement icficdula. 

INTERESTRATE : A variabk nte eguivdat to the Bank of Guam Reftrma 
Rate less 30 basis points (one half percanage point pa 
aormm). Tbe effective rote of interest will be ldjustd 
momhly on the lh day of each calendar month to nfkd 
thc ref-= rate of Sank of Guam then in effect 

TERM Twcltr (12) year d t i m  d Wurity. 

REPAYMENT m u :  Lorn repayment in monthly indlmnts on 
the lint day of each calendar month in the mount of 
S216.491.00 for prinaprl iod lcuued htaest. On m 
lamPlbuistheBulkwinnviewtbcimtrllmeat~ 
md adjust the pa- to htnnc tbat the bm will,amortite 
ova I& lmahhg paid. 

No. 2: Lolm repaymeat in monthly installmaus on 
the first day of a& calendar month in dre uaamt of 
515.772.00 for principal snd acuucd htcmst. On m mrrml 
~ b B 8 n l t W i l f a v i m t b t ~ t m o u a w d  
adjus1thcpaymnrstoinarrrtbrtthelolnwi8ammtize 
over the rematriag paiod. 

DfWWDOWN #7,0(100,000.00 term laa to k di- in two (2) 
macliar as dssaibed Mow: 

--No. be in bc i n u n l  of 320.0 ~~ md 
s t d l  in diabumed witbin sixty (60) days &a aaqmce of 
the ~~mmitmcnt ktta. 

-m: rhdlkintbcunountofS7.0million~ 
$UIU bedirbctrrdbyBankmwxonhncewithGutm 
M d d  Hospital Authority disbur~ement rqued. 

Funds uc not cxtcadsd on revolwq bask 

A ~ d ~ ~ o f n v c n u a . l l a c i n b k r ~  
wmnd rights now crutslanding md hatrfta 
W d u e m b a h h W c a n p M i c r  
doing business on Gwm. with respect to scmkcs 
~ t o o r f i u t & r c c a m t o f r u c h ~ a  



their insured including without limitation the 
following companies: 

RIP. Inc. 
GMHP Asociata 
Staywdl. Iac. 
HML. 11%. 
Muhicova 

Tbe Pledge Mi be struuurcd on norificiuim 
basis, such that Notice of the Pledge IID~ 

Aswgnmeat shall be givm to the payers md th 
payea shall be dirrctcd to mJre paymmt of pledgal 
mcnuqneeinbkrvrdcannpctrightsbydred; 
pyabk to Bank &Guam u Trustee & OhM. ud 
d d i v d  to Guam Memorial Hospitd A u h h y .  
S u J l f u n b s h a t l k ~ c d t o r o u s t v r m n t m  
the lrmae of GMHA mrntrmed 

. . bythcBfdrd 
Guam,arcbu~untshdbeplcdsedtoLeodcr. A 
~ m r c u n ( t b t R c s r v s A m o u a t ) ~ k  
msintained in the tnut account wbich dutl k not 
l a s m u r y t i m e ~ t h n t ( 3 ) m o n l l u ~ e d  
payment$ afprincipll and i o t a s t  upon the bau. 

6. P k d g e r a d ~ b y t b e G o r a a m c d o f ~  
8 u b j o a t O ~ ~ n g p i o r p l e d e e s o f S c d i o n 3 0  
fit&. Atpraeat . theWof~TnutDegl lm*nr  
a~ts~T~orDeporisoryforp.ymcatrmdsbytbe  
Iic6.ted S u e  Govaamart d Seaion 30 tuads, wbkh 
O l I d e p o r k u e d i s b u n e d ~ t 0 ~ ~ ~  
whichpicdged S i m J u ~ w i U p a c ~ t b t  
pls4gchaamda. Inarchtbalyarduringtbetanrd 
t h i s L o m , ~ d d n a i r e d S c c t i o n U ) b m d ,  
1tlihMe Ca rpplicrnion to obt iphm nnmd by tbe 
PkrlgthaeuadadtavtidjmspSiarplcdearM 
amouat toakmnm, .Pda~~Wt imastheramul  
debt &mice md nsave quhmuts  

U p o a ~ ~ S c d i o o 3 0 t o t h c T ~ s ( & r , t h c  
b i r l m a r v r i L M c ~ a ~ p r i o t ~ w 3 B k  
disbursed upon wt&abon 

. . 
cha the prior p ' s  

ol~liitiom of GMHA haw kea met. 



C. F i  Mortgage upon the r u l  and paronat propmy 
know u the Gum Mcmorul HorphJ, induding 
id. buildings. improvrmanr. ficilitiff, fixtuns and 
qrripmcnt. Molteap sbJl be in form Md content 
acceptable to tcnda. Borrower &dl furnish to 
Lmder evidence sotlrfidory to Lender8 u to title to 
thc mMtgrgm propaty. joulda of d recurd title 
bdden m be tnortlpge, and of unhority of the 
h w a ,  titk boldtn md the Cavrmmcm of 
G w n  to mortgsge and bypotheate RKh ptopat~. 
B m v a  dull fufnidb Lenders title h r m a  in the 
Mount of the loan. 

D. Full faith and aadit of the Govamncm 0 t h .  

OTHER WARRANTIES 
ANI) CONDITIONS TO 
LENDING Prior to d i t  o f m y  Fundr hemdu, the Lender 

s h a l l b e f u m k b a i w i t h t h t ~  

B. OpidonoftheAttaoy(icoaJdGumria6olm 
t a d c o n t c a t ~ a y ~ 0 L Q d Q . a d a d . r  
t o t b e a & x c d & y u d ~ s & c t d t b c l o u !  
mdIcktcddocumcatrupontbcBumws.Lwtudirg 
ba mn limitdd to thc Mangage a d  & B y  of the 
M w o r  to lgrm the Margrse 

C. ~ O f t h e A n w y G m n l O f G u r m u d  
o f r u d , o t f k i r l r o f t b e ~ o f O u r m u c b e  
Leadamtyrepuirrtothe&ecttkrtttr)omirnot 
viohian of tbe deb( hi tdon provided in 48 U.S. 
Codc S&tioa 1423(8). 



F. The fobwing ldditiod doammu which hall be 
in form ud wntan ratdrc~ory to Lender. 

OTHER CHARGES M oftbe Leoda's out-of-pockel apcnrc, kgd 
apcw, in t~lrrdiw witb the hm. md tbe .nan~rmenl 
of ryoSrcrticQ for tbo &mu rhJl be payabk by the 
kbm~wa. mpy ehtged pkdnd 
mllutenl ifml orbwise pa. 

OTHER TERMS AND 
CONDITIONS 

A E n r a m a n b y t h c G U M ~ o f l e e i J s t i o n b  
tom,d~raeprMctoLQda,*Ilbairisgthb. 
bonowiDg w, the pkrlsc and Auilpnnem of 
&tion 30 Bmdq tbe Pledge d Assipneat d 
~ r a d t h e ~ u p m t L c ~ f i u i l i t ) . . r  
U P J l l s d i ~ t b i r ~ ~ .  



E. If- ofmy, or d m g e  in my, l a m  or 
ftcarlationrutoinau#tbecontotheLarduof 
dvurc;o& maintaining or fundhg this W t y  or to 
rrducc the effective return to tbe Lenders. we 

F. Waiver of immunity u to thc B w o w a  and the 
Covanmad of Guam and any olha governmatt 
anitis b l v e d  in tbe iwn from suit in relation to 
the k. 

Intbetumofthisi#ntbctadarhnconduapriodic 
Rvie~oftbirbm.onaodb.dSamontrcpuan 
b u i r i f L e d a ~ ~ e . r r d o f d w , b u S a a r m d  
opcntionrofrbcBowwer,itr~CORditiOlSand 
otha~pndDisBtorbcktala4seasayoftbclorn. 
Ln the mm Leader dd- hat themi hu bcar 8 
muaid8dvemC~OBQIDWCr's~COadit iOl l .  
t h C ~ r h K ~ ~ ~ f p y c d l r s d f b r t b c b m , o r t h a  
Borrowmbsrfrllcdtoumkc~oryarpwaaaaSin 
m finrnci~ th! thn hr occurred my u 
b u e u a d a a u d a a y o t h a ~ a ~ o n s ~ t o  
w16d,Bonowaisrputy,cbrtt&rrhaskaarymaerirl 
dverr chartge in law rppliabk to the Borrower or 
~ d o r b x r p y o t f r r ~ w a L e n d a ~ i t l d f  
~ L e a d c r ~ b c ~ t o w a k n l s J I r u n r r  



OTHER WCUMENTS 
REP- Lbit my be q u i d  by the Lada or its 

couad m g o m  the ban, thc didwmmn md 
rppliatioDoffimdstbaamda,to~mlyrecurity, to 
r t a a e t h c L C D d p u t o t b c d ~ f y u d b i n d h g . f f t a  
+of the obl&tbsdt& Bamwu with respecr to the loan 
m form imd m e m  stisfaaory to Lcnda ud i ls counsd. 

The above propod will expire U& rcrpt4 and che q u i d  doaunaes are livni$led on or 
before July 31. 1997. 

S h d  you have any questions. pleare f d  k. to d the Mdaripncd d 472-5273 

Date 
7 1 s  A? 



GUAM MEIIK)RUL HOSPITAL AUTHORrrY 
850 Govetnu Carnacho Road 

Tmuning, Guam 9891 1 

$3,526,784 
nbilled PO ~eceipta 1,325,226 
-NstACCOunt 2518,578 

Due 10 Fund 12571.421 
h t O R e ~ e m ~ n d T a r c a t i o n  7,741,760 
MIP Mvancs from OovGuam 2,901,446 

TOTAL 



DEPARTMENT OF ADMINISTRATION 
(DIPATTAMENTONATMENESTRASION) 

DIRECTOR'S OFFICE 
(UFISINAN DIREKTOT) 

Post Office Box 884 . Agafia, Guam 96932 
Tel.: (671) 475-1 101/1250 4 Fax: (671) 477-6788 

CARL T.C. GUTIERREZ 
Govmror 

MADELElNE Z. BORDALLO 
Lieutenant Governor 

July 22, 1997 

The Honorable Anthony C. Blaz 
Chairman, Committee on Finance and Taxation 
Twenty-Fourth Guam Legislature 
155 Hesler Place 
Agana, Guam 96910 

Dear Mr. Chairman: 

Hifa Adai! 

I welcome the o portunit to testi on Bill 308, an act to amend the a roval process 
for the Guam d emorial G . 2  ospital uthonty's . (GMHA) borrowing of $ $5 Million. 

While there is almost certainly a history to the proposed amendments being considered 
today, the De artment of Administration is not involved in the preparation or 
negotiation of t fe  loan: yet, I believe the bill leaves vape  whether or not the Legislature 
intends to shorten the process by striking the requirement for ap roval but then adding 
in subsection (4) the requirement to give the Legislature ten w o r h  days to act on the 
loan agreement. 

I would encourage the Legislature to workvigorously with GMHA mana ement to clarify 
the ambiguity and remove any possible impediment that lines 26 and 5 .  7 might create. 

Si Yu'os Ma'sse'. 

Acting Director 
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BUREAU Of BUDGET & MANAGEMENT RESEARCH 
ORCL OF IWE wv€woR 

percuncrBoxIcW,~.GunnWM 

- 

The Bureau requests that Bill No(s). 308fCOR) be granted a waiver pursuant to 

Public Law 12-229 for the following reasons: 

Bill No. 308 is an Act to amend item (r) of Section 44 of Public Law 24-14 relative to the 
approval prorzs~ uT ihe $27 Million loan of the Guam Memorial Hospital. Ihe intent of thc 
legislation is primarily to delete the clause "approved by the Guam Legislaturen or "subject to 
approval by the Guam Legislature': w h v a  it is referenced, in order not to delay the 
processing of the loan for the GMH. Additionally, the amendment stipulates that the Guam 
Legislature has 10 working days to act on the luan agreement once it hau k e n  transmitted to the .- -- -- 
Legislative Secretary. 


