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I. OVERVIEW 

The Committee on Finance, Taxation, and Commerce held a public hearing 

on Thursday, July 20, 2006, 9:50 a.m., at 1 Liheslaturan Guahan's Public Hearing 

Room on Bill No. 332 (LS), "An Act To Amend 91512 Of Title 5, Guam Code 

Annotated, Relative To Authorizing The Governor Of Guam, I Maga'lahen 

Guahan, To Issue Government' Of Guam Bonds For The Purpose Of Paying 

Certain General Fund Expenses". Notices for the public hearing were 

disseminated throughout all local media via facsimile and are attached herein 

meeting the requirements of the Open Government Law. 

a. Committee Members and Senators present: 

Senator Edward J.B. Calvo, Chairman 
Senator Lawrence F. Kasperbauer, Vice-Chairman 
Speaker Mark Forbes 
Vice Speaker Joanne M.S. Brown 
Senator Ray Tenorio, Member 
Senator Adolpho B. Palacios, Member 
Senator Judith Won Pat 
Senator Benjamin Cruz 

b. Appearing before the Committee: 

Mr. J. George Bamba, Chief of Staff, Office of the Governor of Guam 
Mr. Joe T. San Agustin, Chairman, Board of Trustees, Government of 
Guam Retirement Fund 
Mr. Andreas Jordanou, Acting Administrator, Guam Economic 
Development and Commerce Authority 



Mr. Peter John Camacho, Administrator, Guam Memorial Hospital 
Authority 
Ms. Angelina Anderson, Guam resident 
Mr. Artemio Illagan, Director, Department of Revenue and Taxation 
Mr. John Camacho, Deputy Director, Department of Revenue and 
Taxation 
Dr. Vincent Taijeron Akimoto, Physician 
Mr. Carlos Bordallo, Director, Bureau of Budget Management and 
Research 

c. Testimonies Submitted: 

1. Mr. J. George Bamba, Chief of Staff, Office of the Governor of 
Guam 

2. Mr. Joe T. San Agustin, Chairman, Board of Trustees, 
Government of Guam Retirement Fund 

3. Mr. Andreas Jordanou, Acting Administrator, Guam 
Economic Development and Commerce Authority 

4. Mr. Peter John Camacho, Administrator, Guam Memorial 
Hospital Authority 

5. UBS Securities, LLC [Senior Managing Underwriter for the 
proposedfinancing contained in Bill No. 332 (LS)]  



11. SUMMARY OF VERBAL TESTIMONIES: 

Chairman Edward J.B. Calvo called the Committee on Finance, Taxation, 

and Commerce to order at 9:55 a.m. Bill 332 (LS) was the second and last item on 

the July 20, 2006 agenda and Chairman Calvo acknowledged those individuals 

signed in to provide verbal testimony on the proposed measure. 

Mr. J. George Bamba, Governor Felix Camacho's Chief of Staff and lead 

representative from the Executive Branch at the committee hearing, provided 

testimony in support of Bill No. 332 (LS). Mr. Bamba began his testimony by 

encouraging senators to allow Governor Camacho the authority to pay out an 

estimate 115,000 tax refunds and more than 35,000 Earned Income Tax Credit 

payments dating back as far as 1998. Mr. Bamba argued that the refinancing 

proposal contained in the proposed measure will not add new debt to the 

Government of Guam, rather, it provides a real commitment by the government to 

pay down its existing debt, debt that has accumulated for more than 10 years. 

The governor's chief of staff continued with his testimony supporting the 

idea that Bill No. 332 (LS) is a vehicle to consolidate existing debts in order to pay 

out long over due obligations to the people of Guam while reducing the overall 

liability due to the lower interest rates in the bond market. According to Mr. 

Bamba, the Administration anticipates that given the current and anticipated 

short-term future-conditions of the market, the government will be able to reduce 

the cost of the obligations mentioned in the proposed measure by saving as much 

as two-and-a-half to three percentage points in interest payments on its larger 

debts. Mr. Bamba informed the Committee that the refinancing proposal contained 

in Bill No. 332 (LS) is part of a larger fiscal recovery plan that, when fully 



implemented, will allow the government to continue reducing its deficit, meet the 

operational needs of its agencies and instrumentalities, particularly in the critical 

areas of health, safety, and education, while strengthening the spending controls 

that Governor Camacho's administration had established within the existing 

operations of the local government. (Mr. J. George Bamba's written testimony is 

attached for reference) 

Following comments provided by the Governor Camacho's Chief of Staff, 

Mr. Joe T. San Agustin, Chairman of the Government of Guam Retirement Fund's 

Board of Trustees, provided testimony also in support of Bill No. 332 (LS). 

Focusing his statements on Section 9 (iv) of the proposed measure that allocates 

$34.9 million in payments to the Government of Guam Retirement Fund for the 

Guam Public School System and the Guam Memorial Hospital Authority, Mr. San 

Agustin discussed the actions taken as a result of Public Law 28-38, which sought 

to address the same issue. According to Mr. San Agustin, Public Law 28-38 

allowed several employees from both the Guam Public School System and the 

Guam Memorial Hospital Authority to retire after they were unable to do so for 

the past several years. Although the Retirement Fund would have preferred to 

have received the entire $34,014,750 over a year ago where the local government 

would not have had to pay $4,984,931 in interest payments from July 2005 thru 

July 2006, its Board of Trustees is seriously concerned with the future financial 

viability of the Government of Guam as the employer of its members, and 

therefore, supports the enactment of Bill No. 332 (LS). (Mr. Joe T. Sun Agustin's 

written testimony is attached for reference) 

Guam Economic Development and Commerce Authority's Acting 

Administrator, Mr. Andreas Jordanou, followed with his testimony supporting Bill 



No. 332 (LS). Mr. Jordanou emphasized that the Government of Guam is facing a 

financial crisis that can no longer be ignored and cannot be addressed by a short- 

term solution and that any lasting solution will require, at a minimum, 

considerable discipline on the part of the local government over the next five to 

seven years and will require extensive interaction with the island's private sector. 

Super-typhoons, the economic decline in Asia, U.S. federal tax initiatives, 

September llth terrorist attacks, and the war in Iraq, according to Mr. Jordanou, 

have all contributed in some way to the chronic imbalance between the obligations 

of the local government and the revenues it has available. Since Fiscal Year 1998, 

the Government of Guam has experienced steady declines in expenditures but 

even further declines in revenues, resulting in both year-end operating deficits 

(with the exception of several years) and a cumulative deficit in the General Fund 

in excess of $344 million at the end of Fiscal Year 2005. The cumulative deficit is 

further exacerbated by the local government's Retirement Fund's unfunded 

accrued actuarial liability of $1.1 billion. 

Mr. Jordanou advised Committee members that rating agencies continue to 

review and focus on the local government's financial condition and projections. He 

further emphasized that, a balance budget, deficit reduction and maintenance 

measures such as a reserve creation or revenueJexpenditure initiatives are of 

utmost importance, in order for the Government of Guam to regain its investment 

grade status. By improving its fiscal condition, according to Mr. Jordanou, the local 

government will be on its way to achieving an investment grade rating, which will 

open up access to affordable funding for capital improvements. Mr. Jordanou 

summarized his testimony and informed the Committee that an analysis made by 

his agency shows that the proposed Action Plan's initiatives of Governor 



Camacho's administration, coupled with growth in the private sector, are the only 

road map that can be expected to get the Government of Guam out of its current 

financial crisis. Although significant growth is expected form the military sector 

over the next few years, Mr. Jordanou noted that this information was not factored 

into his agency's analysis as bond rating authorities do not include anticipated 

growth until actual financials are confirmed and in place. (Mr.  Andreas Jordanou's 

written testimony is attachedfor reference) 

Mr. Peter John Camacho, Administrator for the Guam Memorial Hospital 

Authority (GMHA), provided brief comments in support of Bill No. 332 (LS). Mr. 

Camacho informed the Committee that his agency has been diligent in ensuring 

that the payments due to the Retirement Fund, in accordance with Public Law 28- 

38, have been made. Compliance with this law, Mr. Camacho agrees, allows the 

employees from Guam's only civilian hospital, to be processed for retirement 

when the outstanding portions of the contributions owed for them are paid in full. 

Bill No. 332 (LS), according to Mr. Camacho, would provide the avenue for other 

employees at GMHA who would like to retire to do so sooner rather than at a later 

time. (Mr .  Peter john Camacho's written testimony is attached for reference) 

Ms. Angelina Anderson, a resident of Guam, offered her comments in 

support of Bill No. 332 (LS). Ms. Anderson directed the attention of Committee 

members to that of her father who was among those in the audience and whose 

illness prevents him from offering testimony. Ms. Anderson respectfully requested 

that senators approve the proposed measure so that her father, and many other 

island residents, could receive their long awaited tax refunds for medical care and 

to also take care of their personal financial obligations. 



Chairman Calvo thanked Ms. Anderson and her father for attending the 

public hearing and for offering comments concerning Bill No. 332 (LS). Chairman 

Calvo assured Ms. Anderson that the legislature would work together with the 

administration and find ways to help take care of the government's financial 

obligations so that residents, especially those who are sick and who are struggling 

to make ends meet, can get the relief they need. Chairman Calvo then recessed the 

Committee hearing until 1:30 p.m. 

The Committee on Finance, Taxation, and Commerce resumed the public 

hearing at 1:46 p.m. Chairman Calvo allowed his colleagues to ask questions or 

make comments relative to the testimonies presented during the first half of the 

public hearing. 

Senator Ray Tenorio shared his concerns about the inability of the local 

government to pay out tax returns for the past many years and was seriously 

troubled by the possibility of the government, again, not being able to take care of 

future tax refunds. Senator Tenorio was disturbed by any notion that the local 

government would have to seek another bond in order to pay out future tax 

refunds because its leaders are unable to reduce its deficit and streamline its 

expenditures. Senator Tenorio continued and asked representatives from the 

Department of Revenue and Taxation how much money, with respect to tax 

refunds, does the government currently owe to island residents. Mr. John 

Carnacho, Deputy Director of the Department of Revenue and Taxation, informed 

the Committee that approximately $119 million is the existing balance. Senator 

Tenorio then asked these same representatives what happened to money that is 

reserved, on an annual basis, for tax refund payments. Mr. Artemio Illagan, 

Director of the Department of Revenue and Taxation, informed the Committee 



that, historically, money that is reserved for such payments have been redirected 

to take care of obligations related to the three main priority service areas including 

education, healthcare, and public safety. 

Both Mr. J. George Bamba and Mr. Andreas Jordanou, requested the 

permission of the Chairman to offer additional comments relative to Senator 

Tenorio's series of questions. Mr. Bamba and Mr. Jordanou assured the Committee 

that the idea of borrowing money is not something that the Administration is very 

pleased with, however, Governor Camacho and his staff understand the severity 

of the government's financial condition which they inherited. Borrowing money 

on the bond market, in addition to the other initiatives that will help enhance 

revenue collection and reduce government operating costs, is an unpopular, but 

necessary route to take in order to bring closure to years of hardship that these 

long overdue obligations have caused to too many people. 

Dr. Vincent Taijeron Akimoto, a private medical practitioner, provided 

comments opposing Bill No. 332 (LS). Dr. Akimoto argued that the proposed 

measure, if passed, will rob those that are unborn of their future, and if the local 

government is sincere about borrowing, it must first reevaluate its existing human 

resources organization such as that of GMHA. Dr. Akimoto suggests that there are 

over 200 individuals employed at GMHA who are non-essential and that the funds 

used to pay their salaries and benefits could be better spent on critically needed 

physicians and other allied health professionals. Dr. Akimoto encouraged senators 

to reduce government expenditures prior to entertaining any idea of obligating 

future generations with a substantial debt. 



Vice-Speaker Joanne Brown shared similar reservations as Dr. Akirnoto 

relative to the government borrowing money on the bond market. Vice-Speaker 

Brown was also concerned about the ability of the local government to expand 

priority services such as education, healthcare, and public safety to meet the 

demands of Guam's growing community, if taxpayers are held responsible for 

paying a huge debt over a long period of time. Moreover, Vice-Speaker Brown was 

seriously troubled whether the local government will be able to repay the 

proposed debt, given its existing financial condition. 

Senator Benjamin Cruz followed and also asked questions about the ability 

of the local government to repay the bond proposed in Bill 332 (LS), when it 

already has problems funding its current operations. For example, Senator Cruz 

asked why the Governor's proposed budget for Fiscal Year 2007 has a request of 

only $7.5 million for the Medically Indigent Program (MIP), instead of a figure 

near or above $20 million, which was required by the Department of Public Health 

and Social Services just a couple of years ago. Senator Cruz was frustrated that the 

Governor failed to make a budget request for services such as the MIP based on 

figures that truly reflected the needs of Guam's indigent community. 

Mr. Carlos Bordallo, Director of the Bureau of Budget Management and 

Research, informed Senator Cruz that funding issues surrounding the MIP are 

addressed by the Governor's transfer authority. 

Senator Cruz continued with questions about the status of the Earned 

Income Tax Credit (EITC) payments. Mr. Bamba and Mr. Illagan informed the 

Committee that the EITC is an unfunded federal mandate that has compelled the 



local government to seek ways to make payments as a result of decisions made 

and as required by the courts. 

Senator Adolpho Palacios offered his comments in support of Bill No. 332 

(LS), reminding his colleagues that the financial obligations of the local 

government must be addressed once and for all. Senator Palacios was also 

confident that the millions owed to taxpayers and vendors providing services to 

the government will be reinvested in Guam's economy. 

Senator Judith Won Pat asked representatives from the Guam Economic 

Development and Commerce Authority about the current bond rating status for 

the Government of Guam. Mr. Jordanou informed the Committee that the existing 

bond rating is Grade B or two steps above junk bond status. 

With no further questions from the Committee or comments from 

representatives from the Office of the Governor, Chairman Calvo informed and 

encouraged members of the public that his Committee will continue to accept 

written testimonies at his office within ten (10) working days following the 

hearing. The public hearing was adjourned at 3:31 p.m. 

111. COMMITTEE RECOMMENDATIONS: 

The Committee on Finance, Taxation, and Commerce, to which Bill No. 332 

(LS), An Act To Amend $1512 Of Title 5, Guam Code Annotated, Relative To 

Authorizing The Governor Of Guam, I Maga'lahen Guahan, To Issue Government 

Of Guam Bonds For The Purpose Of Paying Certain General Fund Expenses, was 

referred, is in receipt of an October 23, 2006 letter from I Maga'lBhen Gurihan 

requesting to amend said measure to use bond proceeds for Cost of Living 



Allowance (COLA) payments, pursuant to Judge Arthur Barcinas' decision and 

order in the Rios v. Carnacho, Superior Court of Guam case No. SP0206-93. I 

Maga'ldhen Gudhan has also requested to include language in Bill No. 332 (LS) to 

authorize additional spending flexibility. 

The Committee on Finance, Taxation, and Commerce, to which Bill No. 332 

(LS), An Act To Amend $2512 Of Title 5, Guam Code Annotated, Relative To 

Authorizing The Governor Of Guam, I Magaflahen Guhhan, To Issue Government 

Of Guam Bonds For The Purpose Of Paying Certain General Fund Expenses, was 

referred, does hereby submit recommendations to I Mina' Bente Ocho Na 

Liheslaturan GuHhan, TO REPORT OUT Bill No. 332 (LS), as introduced by the 

Committee on Calendar, at the request of I Maga'lihen GuHhan in accordance with 

the Organic Act of Guam. 



Senator Edward J . B .  Calvo 
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Chairman 
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155 Hesler Street Hagitfia, Guam 96910 Telephone: (671) 475-8801/2 
Website: senatoreddiebazacalvo.com Facsimile: (671) 475-8805 

July 20,2006 
9:30 a.m. 

Public Hearing Agenda: 

1. Bill No. 334 (EC): An Act To Add Section 22435 To Chapter 22 Of Title 5, Guam Code 
Annotated And To Amend Subsection (L) Of Section 22425 Of Title 5, Guam Code Annotated, 
Relative To Authorizing The Governor Of Guam, I Maga'lahen Guihan, To lssue Government Of 
Guam General Obligation Bonds For The Purpose Of Refinancing Certain General Fund 
Obligations And Financing Certain Capital Improvements To The Guam Public School System 
And The University Of Guam. 

2. Bill No. 332 (LS): An Act To Amend $1512 Of Title 5, Guam Code Annotated, Relative To 
Authorizing The Governor Of Guam, I Maga'lahen Guhhan, To lssue Government Of Guam 
Bonds For The Purpose Of Paying Certain General Fund Expenses. 

Individuals wishing to provide verballwritten testimony, please sign your name on the roster sheet 
available at the legislative staff table. 
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LierctenantGov#Ywr 

Honorable Edward J.B. Calvo 
Chairman, Committee on Finance and Taxation 
J Mina Bente Ocho na Liheslaturan Guahan 
155 Hessler Street 
Hagatna, Guam 96932 

Hafa Adai Mr. Chairman and Members of the Committee: 

My name is J. George Bamba, Senior Advisor and Chief of Staff to Governor Felix P. 
Carnacho. Thank you for allowing me to present testimony in support of Bill Nos. 332 
and 334, which, when passed by this body and signed into law by Governor Camacho, 
will allow us to pay out an estimate 115,000 tax r e h d s  and more than 35,000 Earned 
Income Tax Credit payments dating back as far as 1998. 

I would like to begin by emphasizing three critical points that I believe must be clearly 
stated as we begin our discussions on this critical piece of legislation: 

1. First, the government of Guam has owed tax refunds to the people of Guam 
for many years. This has been a perennial problem within the government that 
existed long before Governor Camacho entered office and unless we make 
good on this obligation to our people now, we will continue to try to play 
"catch up." 

This government has been borrowing from its people rather than from a 
financial market that is in the business of lending. What is proposed by way of 
this refinancing plan is to shift the burden of that borrowing from our people 
to the government where it belongs. 

2. Second, the refinancing proposal before this committee will not add new debt 
to this government. It provides a real commitment by this government to pay 
down our existing debt, debt that has accumulated for more than 10 years. 

This measure is a vehicle to consolidate existing debts in order to pay out long 
over due obligations to our people while reducing the overall liability due to 
the lower interest rates in the bond market. We anticipate that given the 
current and anticipated short-term future conditions of the market, we will be 





able to reduce the cost of these obligations by saving as much as two-and-a- 
half to three percentage points in interest payments on our larger debts. 

3. Finally, this refinancing proposal is part of a larger fiscal recovery plan that 
when fully implemented will allow us to continue reducing the deficit, meet 
the operational needs of this government, particularly in the critical areas of 
health, safety and education, and strengthen the spending controls that the 
Camacho Administration has established within the operations of this 
government. 

Consolidating these debts will allow us to immediately pay these obligations, 
release much-needed tax refunds, EITC payments and Retirement Fund 
payments for GPSS and GMH. It also will establish an annual debt service 
payment that this government will have no choice but to pay, thus ensuring 
that this debt does not continue to add to the deficit. It is the right thing to do 
for our people at a time when they need their money to meet the increasing 
cost of living. And it is the fiscally responsible alternative for this government 
to meet these long over due obligations and establish an annual debt service 
payment structure that can then be factored into the budget discussions 
moving forward. 

Mr. Chairman and members of the Committee, when Public law 27-19 was signed into 
law, there was bi-partisan recognition that this government must meet its obligations to 
the people of Guam. There was a clear understanding that the debts this government 
incurred has direct impact on the residents of our island; that in effect, this government 
was borrowing from its people rather than from financial institutions that could afford to 
lend. 

However, despite the decision by the Legislature and the Administration to return to our 
people the money that-was rightfully theirs, our efforts were hampered by legal questions 
raised by the Attorney General. In an effort to bring resolution to this matter, the 
Governor took the matter directly to the Guam Supreme Court, which ruled in the favor 
of the Legislature and the Governor. Subsequently, the Ninth Circuit Court of Appeals 
has also dismissed the Attorney General's appeal. In both instances, the policy direction 
set by the Guam Legislature and the Administration was affirmed by the courts. 

Mr. Chairman, the obligations of this government to our people were priorities three-and- 
a-half-years ago.. . and are even more so today. Two days ago, Governor Camacho 
signed into law this Legislature's unanimous measure to raise the minimum wage to 
assist our working families. The recognition by this body that adjustments to the 
minimum wage were critical to their quality of life is commendable in light of the 
divisiveness of this issue. But the rising cost of living in the global economy continues to 
burden our people, especially those who struggle to make ends meet. These are the same 
people owed tax refunds and EITC payments by this government - our working class. 
While it is our financial obligation to our people, I believe it also is our moral obligation 
to provide them access to their money at a time when it is most needed. 



The Camacho Administration has made great progress in paying past due tax refunds 
ranging from the year 2000 through 2003. However, once these obligations were paid, 
they were almost simultaneously replaced with new refund requirements. In addition, the 
Earned Income Tax Credits which were ignored by this government for many years. In 
fact, the only year it was paid out was in 1997, in response to then Senator Felix 
Camacho's legislation requiring the payment of EITC. We have included EITC payments 
in this refinancing measure to put to rest a long standing obligation withheld fiom those 
in our community whose household incomes will not allow them to meet their cost of 
living requirements. As he was committed to these payments as a Senator in 1997, 
Governor Camacho remains committed to ensuring that EITC payments are made to 
those families. 

With the exception of the EITC payment, the uses of the proceeds are primarily for the 
same purposes and obligations we set out to pay three and a half years ago. 

This bill addresses several challenges faced by the government of Guam and the 
taxpayers of Guam to whom the government is severely indebted: 

First, as 1 mentioned in the beginning of our testimony, is the transfer of debt fiom 
taxpayers to the bond market. We are going to pay $218.35 million in tax refbnds and 
EITC payments. No one can doubt the positive impact this money will have on our 
economy, once these refunds are paid out. More importantly, many families will be able 
to provide for their daily needs and hopefully get some relief from their daily struggles - 
struggles which, to many families are life and death issues. 

Second, we will pay off the $35 million debt that the Guam Public School System and the 
Guam Memorial Hospital owe the Retirement Fund so that employees at those two 
agencies can retire. As a residual effect, the $35 million cash infusion to the Retirement 
Fund will boost the Fund's portfolio and its ability to invest further so that we can 
continue to chip away at the unfunded liability. Additionally, it will provide cash flow 
relief to both of these critical agencies. 

Third, we will pay past due power bills for the Guam Public School System, the Guam 
Memorial Hospital and the streetlights in the amount of $24.4 million. Aside from 
clearing these bills and making the threat of power outages in our schools, at the Hospital 
and on our streets a thing of the past, we will pay off $24.4 million in accounts receivable 
that are hampering GPA's ability to finance their plans to bring main transmission and 
distribution lines underground. 

Lastly, we will pay off our existing debts to several General Fund vendors, including 
those to MIP and Medicaid providers. We cannot stress enough how important it is for 
this government to honor its debts to medical providers so that these services can 
continue for the neediest patients in our community. $22.25 million will retire our debts 
to these vendors and all them to operate more efficiently. 



Mr. Chairman and members of the Legislature, it is my hope that we all agree that our 
people deserve their money. They have waited for far too long. With the affirmation fiom 
our local and federal Courts, we now have a real chance to bring closure to years of 
hardship that these long overdue obligations have caused too many of our people. 

We ask for your expeditious approval of this measure and a shared commitment to the 
fiscal reforms that Governor Carnacho is implementing so that we never find ourselves at 
this juncture ever again. Let's do the right thing for our people and let's pay them back. 

On behalf of our good Governor, Gof Dankolu na Si Yu '0s Ma 'ase yan Si Yu '0s en Fan ' 
binidisi I Taotao 'ta! 

Sincerely, 

W e f  of staff 
Office of the Governor of Guam 



Felix P. Camacho 
Govern 

G O V E R N M E N T  O F  G U A M  

RETIREMENT FUND Paula M. Blas 
S T A B I L I T Y . S E C U R I T Y . R E W A R D S  Acting  direct^ 

Kaleo S. Moylan 
Lieufenant Governor 

July 20,2006 

Senator Edward J.B. Calvo 
Chairman, Committee on Finance, Taxation & Commerce 
28" Guam Legislature 
155 Hesler Place 
Hagatna, Guam 9691 0 

Re: Testimony on Bill 332(LS) 

Mr. Chairman, Members of this Committee and other members of the 28" Guam 
Legislature, on behalf of the Government of Guam Retirement Fund Board of 
Trustees, my name is Joe T. San Agustin, Chairman of the Board, representing 
some 17,256 members, of which 6,979 are retirees, appearing before this 
Committee to testify in reference to Bill 332, "An Act to Amend Section 15 12 of 
Title 5, Guam Code Annotated, relative to authorizing the Governor of Guam, I 
Maga'lahen GUAMN, to issue Government of Guam Bonds for the purpose of 
paying certain general fund expenses". 

At the outset, I would like to note for the record that the 17,256 members plus 
their spouses (17,256 x 2 = 34,512) represent a formidable voting electoral 
number, which could conceivably make their positions known in the "ballot box". 
Their current and future retirement livelihood should be of paramount importance 
to all of us, in "protecting the security and viability of the Retirement Fund". I am 
confident that we would continue to live up to these challenges and be true to our 
cornmi trnent. 

Mr. Chairman and members of this Committee, my testimony would concentrate 
on Section 9(iv) of the proposed Bill regarding "$34.9M in payments to the 
Governrnent of Guam Retirement Fund for the Guam Public School System 
(GPSS) and the Guam Memorial Hospital Authority (GMHA)". 

For the record, $34,014,750 was initially covered by Public Law 28-38, effective 
July 2005, as "Retirement Fund Invested Assets", with monthly interest only 
payments, commencing on July 2005. Principal payments on the $34,014,750 
under this Public Law are to be satisfied thru the contemplated issuance of a 
General Obligation Bond or alternate means. This milestone 

Joe T. San Agustin 
chakmen 

Dr. Wilfred P. Leon Guerrer. 
ViceCheirman 
1 n v e s t m e n l c m i n t t W . C h ~  

James J. Taylor, Ph.D. 
Seaetary 
1- CommAYee, v i m .  

Katherine T.E. Taitano 
Tnrrlee 
Tyeasww 

George A Santos 
TNslee 
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TNsfee 
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legislation was thru the leadership efforts of both Governor Felix Camacho and Speaker Mark 
Forbes and the current members of the Guam Legislature, resulting in allowing several 
employees of the GPSS and GMHA to retire after being unable to do so for several years. 

It should also be noted that since the Retirement Fund has received several payments from both 
GPSS and GMHA since July 2005 for employees who wanted to retire the $34,014,750 reflected 
in Public Law 28-38 has decreased by $1,094,802. As of June 30,2006 the total amount due for 
GPSS and GMHA is approximately $32,920,000. 

As a side benefit, on December 23,2002, under Special Proceedings Case No. SP023 1-02, in the 
Superior Court of Guam, a Judgment was entered mandating the GMHA to satisfy its promissory 
note of $15 million due to the Retirement Fund; an Abstract of Final Judgment, dated January 
13, 2003, was issued, and recorded in the Land Records Division of the Department of Land 
Management. It should be especially noted that with the recordation of such Judgment, a 
judgment lien was levied on the real estate assets of the individual members of the then GMHA 
Board of Trustees in their capacities as fiduciaries, namely W. Chris Perez, M.D, Jeanette Tanos, 
Doreen Crisostomo, Annie Makepeace, Lorena Argallon, Ronald San Nicolas, M.D., Rosie 
Villagomez, M.D., and David L.G. Shimizu. It is my understanding that some of the cited 
members attempted to "sell or dispose" their real estate holdings but were not able to do so, 
unless the "judgment levied lien" is removed. Passage of Bill 332 relating to the Retirement 
Fund debt, determined by the Court to be the "Judgment Creditor" will legally remove these real 
estate liens. 

Although the Retirement Fund would have "preferred" to have received the entire $34,014,750 
over a year ago, and the General Fund would not have had to pay $4,984,931 in interest 
payments remitted to the Fund (from July 2005-July 2006 -reflecting returns of 13.15%), 
nevertheless, the Board is seriously concerned with the fbture financial viability of the 
Government of Guam as the "Employer" of its members, and therefore supports the enactment of 
Bill 332. 

> 
( 

The immediate satisfaction of the $32,920,000 debt to the Retirement Fund would have a direct 
impact towards the reduction of the Fund's unfunded liability and its security ratio. 

I might point out that thru improved investment returns of 9.3% in 2004 and 9.7% in 2005, the 
security ratio of 47.90% in 2004 increased to 50.07% in 2005, and upon the passage of Bill 332 
to provide an immediate cash infusion of $32,920,000, and the recent passage of Public Laws 28- 
135 and 28-136, thru the sponsorship efforts of Speaker Mark Forbes, the Retirement Fund will 
be able to improve significantly it's investment opportunities. 

The Board on behalf of its members extends its gratitude and appreciation to Speaker Mark 
Forbes, Members of this Legislature and Governor Felix Camacho for their continued support, 
confidence, and trust extended to the Board and Management Staff, headed by Director Paula 
Blas. We shall continually work with the Legislature under the leadership of Speaker Mark 
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Forbes and Governor Felix Carnacho's Administration to insure the present and future fmancial '; 
integrity, stability, and security of the Fund for its members and their survivors. 

Additionally, I would be remiss if I do not point out some "historical decisions" that will 
continually cost the Fund approximately $8 million in "investment opporhmity losses" per year 
for the next twenty years. I am referring to the "Supplemental Annuities Receivables" and 
"Employers' share of the Early Retirement Incentive Program (ERIP) Promissory Notes 
Receivables" amounting to over $96.7M. Currently, the Supplemental Annuities Receivables are 
being legally reduced by a "miserable and tragic payment of 1.201 6 % of total payroll" and the 
ERIP Notes Receivables by an equally "miserable and tragic payment of 1.3 1% of total payroll", 
which are integral parts of the total unfunded liability contribution rate of 21 31%. 

Mr. Chairman, and members of this Committee, perhaps, in future legislations, the $96.7M of 
Receivables due from the Government of Guam for the Supplemental Annuities and ERIP Notes 
should be addressed and rectified-possibly amending Bill 332 to include such an amount in the 
total General Bond Issuance. Such a significant move would dramatically improve the financial 

' 

security ratio of the Fund and at the same time, General Fund long-term obligations would 
likewise be reduced. 

In concluding my testimony, Mr. Chairman and members of this Committee, allow me to close 
by reminding each member of this August Body not to forget the FY 2007 Supplemental 
Annuity, Medicare Reimbursements, etc. to be included in the FY 2007 Budget. Furthermore, we 
should also think of the impending Court Action regarding the COLA payments (Special 
Proceeding Case No. SP206-98). 

Members of the Board and the Management Staff would be available to respond to any questions 
from any one of the Members of this Body. 

Respectfully, 

Jo 334~-4h . gust' 
~ h a i r m p ,  Government of Guam Retirement Fund Board of Trustees 

Attachments 

cc: Members, 28' Guam Legislature 
Governor Felix Camacho 
Members, GGRF Board of Trustees 



GMHAIGPSS RECEIVABLES 
As of June 30,2006 

Guam Memorial Hospital Authority $ 17,125,468 
Guam Public School System 15,794,479 

32,919,948 

Public Law 28-38 34,014,750 
Less Payments since July 2005 
to enable employees to retire (1,094,802) 

$ 32,919,948 $32,920,000 Rounded 

Page 1 of 1 



0 
Public Law 28-38 

e 
Interest Only Payments for GPSS and GMHA 

As of July 2006 

Payments Received as of July 2006: 

Total Payments 
Date GMHA GPSS Received 

- - - -  - 

1 Jul-05 $190,501 $192,955 $383,456 
2 Aug-05 190,501 192,955 383,456 
3 Sep-05 190,501 192,955 383,456 
4 Oct-05 190,50 1 192,955 383,456 
5 NOV-05 190,50 1 192,955 383,456 
6 Dec-05 190,501 192,955 383,456 
7 Jan-06 190,501 192,955 383,456 
8 Feb-06 190,50 1 192,955 383,456 
9 Mar-06 190,50 1 192,955 383,456 

10 Apr-06 190,501 192,955 383,456 
11 May-06 190,501 192,955 383,456 
12 Jun-06 190,501 192,955 383,456 
13 Jul-06 190,501 192,955 383,456 

Total $2,476,5 15 $2,508,4 16 $4,984,93 1 

Estimated Rate of Return: 

GMHA GPSS Total 

Monthly Pmts. $190,501 $1 92,955 $383,456 
12 12 12 

Annual Payments $2,286,0 14 $2,3 15,46 1 - < * s 

$4,60 1,475 

PL 28-38 Principal Outstanding $16,8ti0,142 $17,154,609 $34,014,75 1 

Est. Rate of Return 13.56% 13.50% ' 13.53% 

Page 1 of 1 



Government of Guam Retirement Fund 

Actuarial 
Valuation 

Date 
September 30, 1989 
September 30, 1991 
September 30, 1993 
September 30, 1995 
September 30, 1997 
September 30, 1998 
September 30, 1999 
September 30,2000 
September 30, 2001 
September 30, 2002 
September 30, 2003 
September 30,2004 
September 30, 2005 

Security 
Ratio 
39.9% 



Other Gov Guam Receivables 

As of June 30,2006 

Description Amount Agency 

1 SupplementaVCOLA $89,500,000 All General Fund 

2 Employer's Share of EFUP Notes Receivable $7,200,000 70% is General Fund 

Total Due 

A. The receivable for supplemental annuities and COLA payments is being reduced by a portion of the 
employer contributions received. The percentage used is 1.20 16% of covered payroll. 

B. The receivable for the government's share ERIP Notes Receivable is being reduced by a portion of the 
employer contributions received. The percentage used is 1.3 1 % of covered payroll. 

Page 1 of 1 



Aturidad 
Governor 
Felix P Camacho 

lnadilanton lkunumihan Guahan -. 

Lieutenant Governor 
Kaleo 5. Moylati 

Public Hearing Testimony of Andreas "Andyyy Jordanou, Acting Administrator 
Guam Economic Development and Commerce Authority (GEDCA) 

July 20,2006 
Bill No. 332 (LS) 

AN ACT TO AMEND §I512 OF TITLE 5, GUAM CODE ANNOTATED, RELATIVE TO 
AUTHORIZING THE GOVERNOR OF GUAM, I MAGA'LAHEN GUAHAN, TO 
ISSUE GOVERNMENT OF GUAM BONDS FOR THE PURPOSE OF PAYING 
CERTAIN GENERAL FUND EXPENSES 

Good Morning, Senator Calvo and members of the Committee on Finance, Taxation and 
Commerce. My name is Andy Jordanou, Acting Administrator of the Guam Economic 
Development and Commerce Authority (GEDCA). I am here today to provide testimony in 
support of Bill No. 332 (LS). 

I am here to discuss the purpose and need for this bond financing. If authorized, the financing, in 
combination with the Governor's Fiscal Recovery Plan, will allow for the following: 

x 9 
Issue bonds in aggregate principal amount not to exceed the'amount necessary to provide 

. .. 3 2 '2 $300,000,000 in net proceeds 
" 5 . ,. Develop a mechanism to provide the necessary cash to the General Fund to continue to 

pay existing obligations on a timely basis to include tax refund payments, EITC payments 
and retirement fund payments to name a few. 
Establish a Rainy Day Fund to be used for unanticipated emergencies, insulating the 
general fund from revenue interruptions. Balance of the Rainy Day Fund would equate 
to approximately 2 '/z months of governmental operating costs. 
Implement Retirement Fund reform to include increasing contributions over a period of 
5 years until reaching a 26% contribution rate or until contribution matches actuarial 

g recommendation. 
Addlamend certain related provisions of law to put the General Fund on a sound 
financial course and, over time, to reduce the remaining General Fund deficit and the 
unfunded liability of the government to the Government of Guam Retirement Fund 

The Government of Guam is facing a financial crisis that can no longer be ignored and cannot be 
addressed by a short-term solution. Any lasting solution wdl require, at a minimum, considerable ? 
discipline on the part of the Government over the next five to seven years and will require extensive / 

interaction with Guam's private sector. 

Super-typhoons, the Asian Economic decline, U.S. Federal tax initiatives, September 1 lth terrorist 
attacks, SARS and the Iraq War have all contributed in some way to the chronic imbalance between 

Guam USA - The Ultimate Destination .- 
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Government obligations and funds available, which have had widespread repercussions on the 
Government's capability to provide high quality services and meet its operational responsibilities. 
Since Fiscal Year 1998, the Government has experienced steady declines in expenditures but even 
further declines in revenues, resulting in both year-end operating deficits (with the exception of 
several years) and a cumulative deficit in the General Fund in excess of $344 million at the end of > 
Fiscal Year 2005. This cumulative deficit is further exacerbated by the Government of Guam 
Retirement Fund's Unfunded Accrued Actuarial Liability of $1.1 billion. 

The rating agencies continue to review and focus on the Government's financial conhtion and 
projections. Now, more than ever, a balanced budget, deficit reduction and maintenance measures 
such as reserve creation or revenue/expenditure initiatives are of utmost importance, in order for 
the Government of Guam to regain its investment grade status. By improving its fiscal condition, \ 

I 
the Government will be on its way to achieving an investment grade rating, whch will open up ' 

access to affordable funding for capital improvements. 

From 2002-2005, this Administration and the Guam Legislature implemented a number of initiatives 
to enhance revenue collection and reduce government operating costs. Key initiatives implemented 
were: 

2% Increase in Gross Receipts Taxes (reverted back to 4%, April 2004) 
Increase in Alcohol and Tobacco Tax (Various Products) 
Increase in Vehicle Registration Fees 
Implementation of 32-hour workweek 
Reduction of Government holidays from 16 to 10 

The majority of the above initiatives were implemented for a period of time, however, the 
Government continues to pursue and explore other alternatives including (i) the outsourcing of 
services such as parks maintenance, ambulance services and government vehicle maintenance, (3 
the transfer of employees to self-sufficient areas such as grant writing and special funds, (iii) the 
transfer of General Fund funded positions to autonomous agencies and (iv) the reorganization of 
the Governor's Cabinet to 12 departments. In addition, the Government implemented an 
aggressive tax collection program, transferring a number of employees to the Department of 
Revenue and Taxation in order to collect income taxes owed. 

Part of this fiscal recovery involves the borrowing of approximately $300 million in net proceeds, 
through a bond issue for working capital and liquidation of certain outstanding obligations, 
including but not limited to: 

$119.6 rndlion in estimated tax refunds owed to the People of Guam for Fiscal Year 2004 
and prior 
If61 8.7 million to fund the Income Tax Reserve 
$80.0 million Earned Income Tax Cre&t settlement 
$34.9 million Retirement Fund payables for GPSS and GMH 
$25.3 million in payables due to GPA 
$15.5 million in General Fund Vendor Payables (on and off-island vendors), Judiciary & 
Autonomous Agency payables 
$6.0 &on past due Medicaid and MIP bills 



Key pro forma financial performance estimates show that with Moderate Government Revenue 
Growth, along with cost containment, the Government could achieve budget surpluses in the future 
or as early as FY 2007. A Rainy Day Fund reserve is expected to be fully funded and the 
Government of Guam Retirement Fund UAAL is expected to reach the actuarial contribution rate 
by FY 2012. In addition, the cumulative deficit is expected to be completely eliminated and a $39 
million surplus created by FY 2013. 

With an aggressive implementation of the Action Plan, and assuming that the local economy can 
cause General Fund revenues to grow at a conservative minimum of 3% per year, the Government 
will achieve budget surpluses starting in EY 2006, create a fully funded emergency reserve by 2012, 
eliminate the cumulative deficit by F'Y 2013 and stop the accumulation of the Government of Guam 
Retirement Fund Unfunded Accrued Actuarial Liability. 

Addtionally, the General Fund will also realize significant debt payment reduction of $17.1 million 
in 2012 with the maturity of three bond and financial obligations. 

Finally, our analysis shows that the Action Plan's initiatives, coupled with growth in the private 
sector, are the only road map that can be expected to get the Government of Guam out of its 

:> current financial crisis. Although significant growth is expected from the military sector over the , 

next few years, this was not factored into our analysis as bond rating agencies and underwriters 
normally do not include anticipated growth untll actual financials are confirmed and in place. 

Thank you for the opportunity to provide testimony supporting Bill No. 332 (IS). 

GEDCA Acting Administrator 

Enclosure: Governor's Fiscal Recovery Presentation, July 2006 
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' Develop a mechanism to provide the necessary cash to the General Fund to pay obligations. 

' Establish a Rainy Day Fund to be used for unanticipated emergencies 

Implement Retirement Fund reform to include increasing contributions over a period of 5 years until 
reaching a 26% contribution rate or until contribution matches actuarial recommendation. 

Issue bonds in aggregate principal amount not to exceed the amount necessary to provide 
$300,000,000 in net proceeds 

' Use bond proceeds for the payment of certain General Fund expenditures 

Addamend certain related provisions of law to put the General Fund on a sound financial course 
and, over time, to reduce the remaining General Fund deficit and the unfunded liability of the 
government to the Government of Guam Retirement Fund 

ECONOMIC DEVELOPMEN1 
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Expenditure Limitations Based on Available Revenues 

' If during the course of a fiscal year, actual General Fund revenues received have been lower than the 
projection on which appropriations for such fiscal year have been based, the Director of BBMR shall 
adjust the amounts available for expenditure from the General Fund based on actual receipts and 
shall inform each agency of the government of the portion of its General Fund appropriation that is 
available for encumbrance and expenditure. n 

At the end of each fiscal year, the appropriations for all unencumbered amounts for all expense 
items and the appropriations for all unexpended amounts for operating expense items that have 
not yet accrued as actual liabilities shall lapse and be of no further effect. 

All expense items for which appropriations have lapsed pursuant to the foregoing sentence 
shall be subject to re-appropriation and operating expense items for which appropriations have 
lapsed pursuant to the foregoing sentence shall be subject to payment out of appropriations for 
such items in subsequent fiscal years. 

Limitations shall apply to all appropriations and expenditures of the General Fund except the n 
following items: 

( 1 )  principal and interest on bonds, notes and other obligations of the government of Guam, 
(ii) payments pursuant to multiyear contractual or lease obligations of the government of 

Guam. 

L!L 
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Expenditure Limitations Based on Available Revenues 

b During the course of a fiscal year, if actual General Fund revenues received have been higher 
than the projection on which appropriations for such fiscal year have been based, additional or 
supplemental appropriations shall be considered 

This amount may not be greater than 20% percent of the greater of: n 
( i )  the amount by which actual revenues exceed the projection on which appropriations for 

such fiscal year have been based or 

( i i )  the amount by which the revised projection exceeds the projection on which 
appropriations for such fiscal year have been based. 

ECONOMIC DEVELOPMENT 
&COMMERCE 
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Rainy Day Fund 

' At the end of the fiscal year, an amount equal to the lesser of (i) 2% of General Fund revenues 
received during that fiscal year or (ii) the amount needed to increase the amount in the Rainy Day 
Fund to Fifty Million Dollars ($50,000,000), shall be transferred from the General Fund to the Rainy 
Day Fund. 

Actual/ Projected 
Revenue * 443,295,703 435,092,898 457,302,767 47 1,02 1,850 485,152,506 499,707,08 1 5 14,698,293 530,139,242 

Rainy day find 
(2% of revenues) 

Rainy Day Fund 
Balance 

- - - - -  - 

Assumes 3% revenue growth for Fiscal Years 2008-2012 

2005 Revenues overstated by $33.8MM due to provision for tax refund accounting adjustment; actual collections at $409.5MM 
n 

' Amounts in the Rainy Day Fund are to be used solely for: 

( i )  paying unanticipated expenditure items related to a force majeur event for which no 
appropriation exists in the budget for the then current fiscal year, but only after appropriation 
by statute, or 

ai(ii) paying budgeted items to the extent that actual General Fund revenues received during the J- - 
course of a fiscal year are less than the projection on which appropriations for such fiscal year 

ECONOMIC DEVELOPMENT 
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Retirement Initiative 

' Retirement fund reform to include increasing contributions starting in FY 2008 for a 5-year period, 
until reaching a 26% contribution rate, or until contribution matches actuarial recommendation. 

Actual /Projected Total 
Government Payroll Cost* 37 1,076,345 376,642,490 382,292,127 388,026,509 393,846,907 399,754,611 405,750,930 41 1,837,194 

75%.Emded by GF Appropriations 278,307,259 282,48 1,868 286,719,096 291,019,882 295 ,385,180 299,815,958 304,3 13,197 308,877,895 

Contribution Rate 20.81% 21.81% 21.81% 21.81% 21.81% 21.81% 21.81% 21.81% 

Actual/Projected Contribution 57,915,741 6 1,609,295 62,533,435 63,471,436 64,423,508 65,389,860 66,370,708 67,366,269 

Proposed Contribution Rate 20.8 1% 21.81% 21.81% 22.65% 23.49% 24.32% 25.16% 26.00% 

Proposed Contribution 65,910,183 69,374,163 72,927,234 76,571,287 80,308,253 

ADDITIONAL COSTS FOR 
COhTRIBUI7ON hVITU17VE - - - 2,438,747 4,950,656 7,537,373 10,200,578 

* Assumes 1.5% growth for Fiscal Years 2008-2012 

' In addition to the initiative noted above, at the end of each fiscal year, an amount equal to 10% of the 
amount, if any, by which actual revenues have exceeded expenditures and encumbrances for such fiscal 
year shall be transferred to the Government of Guam Retirement Fund to reduce the UAAL 

ECONOMIC DEVELOPMENT 
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Use of Proceeds 

Used funds to make payments on the following obligations of GovGuam: 

2004 and prior year individual and corporate tax refunds $ 119.6 

Deposit to Income Tax Reserve Fund 18.7 

EITC settlement payment 80.0 

Retirement fund payables for GPSS and GMH 34.9 

Past due payables to GPA (DPW & GPSS) 

General Fund Vendor Payables (on and off-island vendors), 
Judiciary & Autonomous Agency payables 

Past due MIP & Medicaid bills 

Total $ 300.0 

Gum Source: Department of Administration as of511 5/06 
ECONOMIC DEVELOPMENT 

&COMMERCE 
=T1 AUTHORITY i- Bankof America +ac 
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Further review of general fund revenues, expenditures and deficit 

Take necessary legislative and regulatory steps to institute initiatives 

Further analysis on impact of proposed initiatives 

Review of government operations and implementation of responsibilities 

Confirm use of proceeds 

Evaluate structuring alternatives 

Initiate discussions with credit rating agencies 

Market and sell bonds 

ECONOMIC DEVELOPMENT 
&COMMERCE 
3 AUTHORITY Bank of America 

e* 
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Aturidad lnadilanton 
Governor 
Felix P Camacho 

Senator Edward J.B. Calvo 
155 Hesler Place 
Hagatna, Guam 969 10 

lkunumihan Guahan 
Lieutenant Governor 

Kaleo S Moylan 

July 19,2006 

Dear Senator Calvo: 

Attached herewith is the Certificate of the Governor as prepared by Bond Counsel pursuant 
to which the 1993 refunding /new money bonds would be issued. For your information, 
the section regarding a special redemption with Section 30 revenues is found at Section 
4.01 (c) of the Certificate. 

At the recommendation of Bond Counsel, pure General Obligation Bonds are executed 
with a Certificate and not an Indenture. Please amend reference to approval by the 
Legislature of a form of the Certificate in Section 6 to read as follows: 

"The certificate pursuant to which the bonds approved by Section 5 of this Act shall be 
issued shall be in substantially the form appended to this Act as "Attachment A". In 
accordance with § 22435, Title 5, Guam Code Annotated, the terms and conditions of such 
bonds shall be as determined by I Maga'lahen Gu%an by execution of the certificate, 
subject to the requirements of said § 22435 and Section 4 of this Act." 

Should you have any further questions, please feel free to contact myself or Tina Garcia, 
Financial Services Manager at 647-4332. 

~ n d r e &  Jordanou 
Acting Admistrator 

Senator Edward 1.E. C. [iz;. 
EN'f' RXCE!? r 

Pr~nt Name & Inlt~al 

Time: \N&. 
Cc: Governor Felix P. Camacho 

Date: \-\s&i 
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Passed FA No. 
Date: Time: 

MINA'BENTE OCHO NA LIHESLATURAN ~ u h L 4 . N  
FLOOR AIMENDMENTSICHANGES 

Bill No. 332 (LS) 

Mike Cruz, MD 
Senator Proposing Amendment 

(Below for Senator to Complete) 
Please describe proposed amendment, including where change to occur: 

1. Add a new Section and re-numerate all subsequent Sections to 
read: 

"Section . Authorization to Access Funds. Not w i t w d i n g  any 
other provision of law, I Maga'lahen Guihan is authorized W e s s  funds from 
the executive branch accounts as per Attachmen for the purpose of 
making payments for the cost of living a110 nce as set forth in the Rios v. 
Carnacho, et al., Superior Court Case No. m206-93. The payments authorized 
in this section shall not be considerda new appropriation. All cash utilized 
from executive branch accounts identified pursuant to Attachment "A" shall be 
reimbursed promptly as cash becomes available." 

Date October 27,2006. , 

of a total of changes on above Bill. 
Votes Against Amendment: 

Amendment Failed: 
Amendment Withdrawn: 

AS TO FORM PASSED 
SENATOR MIKE CRUZ, MD 
AUTHOR OF AMENDMENT 

APPROVED 

Concur (initial) 

Speaker 

Ass't Amend. Clerk 
Engrossment Staff 



n n 

Attachment "A" 

1. GTA Privatization Fund $ 1,066,698' 
2. Interim Transition Office Account 

" 3. 
$ 552,362 

THF Construction Fund $14,743,414 4 4. TAF Construction Fund \ ' $ 6,f30,585) - = 
r ,-, 

J" " 

C- 
1 -  -- 

f 

5.: / ,  

/ 
Total: 

/ 

9 48cJ 
.. 



FLOOR AMENDMENTSICHANGES 
Bill No. 2 

V 

Senator Proposing Amendment 

(Below for Senator to complete) 
Please describe proposed amendment, including where change to occur: 

4 , P- 
<' 

/, ,.v y t - 4  *P-% p &,@&A>~ 4 - P d  -rc, i - * ; N ; - P Z ~ & X  cy 
/ , 

- .  
/ 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(Below only for Clerk of Legislature's use and processing)) 

/ 
Date , /d /27 ,2006 

Floor Amendment No. of a total of changes on above Bill. 

Votes For Amendment: Votes Against Amendment: 
, 

AMENDMENT PASSED: L,' 

Amendment Failed: 
Amendment Withdrawn: 

APPROVED AS TO FORM PASSED 

Concur (initial) 

i h ~ . .  
Clerk df Legislature Speaker 

Ass't, Amend. Clerk 
- Engro Staff 



Passed FA No. 
Date: Time: 

MINA'BENTE OCHO NA LIHESLATURAN GU- 
FLOOR AMENDMENTSICHANGES 

Bill No. 332 (LS) 

Antonio R. Unpingco 
Senator Proposing Amendment 

(Below for d n a t o r  to Complete) 
Please describe proposed amendment, including wWere change to occur: 

1. Amend Attachment "Nf as provided. 

Date October 27,2006. i: 
Floor Amendment No. 2 of a total of changes on above Bill. 
Votes For Amendment: Votes Against Amendment: 
AMENDMENT PASSED: 

Amendment Failed: V' 
Amendment Withdrawn: 

APPROVED AS TO FORM PASSED 
SENATOR ANTONIO UNPINGCO 

AUTHOR OF AMENDMENT 

Concur (initial) 

Clerk $ Legislature Speaker 

Ass't Amend. Clerk 
Engrossment Staff 



Attachment "A" 

1. GTA Privatization Fund $ 1,066,698 
2. Interim Transition Office Account $ 552,362 
3. THF Construction Fund $14,743,414 
4. TAF Construction Fund \ $ 2,000,000 

Total: $18,362$74 



Passed FA No. 
ate: The: 

I MINA'BENTE OCHO NA LIHESLATURAN GZL~IAN 

FLOOR AMENDMENTSICHANGES 

Senator Proposing Amendment 

(Below for Senator to complete) 
Please describe proposed amendment, including where change to occur: 
To add a new Section and to renumber all subsequent sections to read: 

"Section . Notwithstanding any other provision of law, I Maga'lahen Guahun may 

expend funds from the executive branch accounts listed in Attachment "A" to make the Cost 
of Living Adjustment (COLA) payments ordered pursuant to a judgment in Rios v. Camacho, et 

al., Superior Court Case No.0206-93. The payments authorized herein shall not be considered 
a new appropriation. All cash expended from said executive branch accounts pursuant to this 
section shall be promptly reimbursed to those accounts as cash becomes available." 

(Below only for Clerk of Legislature's use and processing)) 

Date 10/27/06 
Floor Amendment No. 1. 6 of a total of changes on above Bill. 

Votes For A,pendment: Votes Against Amendment: 
AMENDMENT PASSED: ,' 

, 

Amendment Failed: L, 

Amendment Withdrawn: 

APPROVED AS TO FORM PASSED 

AUTHOR OF AMENDMENT 

Concur (initial) 

9' 
)/, L! 
Y 

clerk of Legislature Speaker 

Ass?. Amend. Clmk 
Engrossment Staff 



e 

Attachment "A" 

GTA Privatization Fund 
Interim Transition Office 
THF Construction Fund 
TAF Construction Fund 

Total: 



GTA Privatization Fund 
Interim Transition Office Account 
THF Construction Fund 
TAF Construction Fund 

Total 



Government of Guam's General Fund 
Statement of Revenues, Expendttures and 

Changes In Fund Balance 
For the Fiscal Year Ended September 30. 2004 throwh 2006 

September 30, September 30, September 30, 
2004 2005 2006 

(Audited) 11 (Audited) 21 (Projected) 31 

Revenws 
Taxes 
Licenses, fees & permits 

Use of money 13 property 
Federal contributions 
ConVibutrons from component units 
Other 

Total revenues 408,972,598 443,295,703 435,092,898 

Expenditures 
General government 
Protection of life and property 
PuMc health 
Community services 
Recreation 
Individual and collective rights 
Transportatton 
Education 
Environmental protection 
Ecomxnic development 
Transfers to penons 
Capital projects 
Interest 
Principal 

Total expenditures 

Excess (deflciency) of revenues 
over (under) expenditures 

Other financing sources (uses): 
Transfers in 21,385,340 21,540,188 14,047,720 
Transfers out 

4- (175,023,355) (184,027,587) -:-Epr,p-~<.; wJyrpr=7q 
(1 37,683,296) 

Other sources (uses) 

Total other financing sources (uses), net 

Special items: 
w?Y=li%m 

17,993,424 

Net change in fund balances (deficit) 529,187 (30,392,488) 300,000,000 

Fund balances (deficit) at beginning of year (314,122,342) (313,593,155) (343,985,643) 

Fund balances (deficit) at end of year 

Sources: 
I /  Independent Auditors' Report, for Fiscal Year Ended September 30,2004 
U Independent Auditors' Report, for Fiscal Year Ended kptembsr 30,2005 
3/ PI. 28-68 Adopted Revenues and Appropriations 6 Bill 332(LS) 
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SOURCES AND USES OF FUNDS 

Government of Guam 
$300 Million Deticit Bond Financing 

Sources: 

Bond Proceeds: 
Par Amount 363,240.000.00 

Uses: 

Project Fund Deposits: 
PROJ 

Other Fund Deposits: 
Debt Service Reserve Fund 
Capitalized Interest Fund 

Delivery Date Expenses: 
Cost of Issuance 
Underwriter's Discount 

Other Uses of Funds: 
Additional Proceeds 
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. BOND SUMMARY STATISTIC3 

Government of Guam 
$300 Million Deficit Bond Financing 

Dated Date 
Delivery Date 
Last Maturity 

Arbitrage Yield 
True lnterest Cost (TIC) 
Net lnterest Cost (NIC) 
All-In TIC 
Average Coupon 

Average Life (years) 
Duration of Issue (years) 

Par Amount 
Bond Proceeds 
Total lnterest 
Net lnterest 
Total Debt Service 
Maximum Annual Debt Service 
Average Annual Debt Service 

Underwriter's Fees (per $1 000) 
Average Takedown 
Other Fee 8.000000 

Total Underwriter's Discount 8.000000 

Bid Price 99.200000 

Par Average Average PV of 1 bp 
Bond Component Value Price Coupon Life change 

Serials 20,840,000.00 100.000 5.641 % 3.568 6,678.45 
Term 201 6 33,685,000.00 100.000 6.090% 8.118 25,263.75 
T e n  2026 107,560,000.00 100.000 6.380% 16.007 121,542.80 
Term 2036 201,155,000.00 100.000 6.540% 26.019 263,513.05 

Par Value 
+ Accrued lnterest 
+ Premium (Discount) - Underwriter's Discount - Cost of Issuance Expense 
- Other Amounts 

Target Value 

Target Date 
Yield 

All-In Arbitrage 
TIC TIC Yield 

363,240,000.00 363,240,000.00 363,240,000.00 
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RESERVE F U N  

Government of Guam 
$300 Million Deficit Bond Financing 

Debt Service Reserve Fund (OSRF) 

Date 
Interest Capitalized 

Deposit @ 4.5% Principal Interest Fund Debt Service 

Page 3 

Balance 



Date 

RESERVE FUND 

Government of Guam 
$300 Million Deficit Bond Financing 

Debt Service Reserve Fund IDSRF-1 

Interest Capitalized 
Deposit @ 4.5% Principal Interest Fund Debt Service Balance 

Yield To Receipt Date: 4.5000000% 
Arbitrage Yield: 6.4563452% 
Value of Negative Arbitrage: 7,232,711.72 
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RESERVE FUND 

Government of Guam 
$300 Million Deficit Bond Financing 

Ceoitalked Interest Fund (CAPO 

Interest Debt Service 
Date Dewi t  @ 4.5% Prindpal Reserve Fund 

Scheduled 
Draws Balance 

Yield To Receipt Date: 4.4868186% 
Arbitrage Yield: 6.4583452% 
Value of Negative Arbitrage: 593,672.61 



BOND PRICING 

Government of Guam 
$300 Million Deficit Bond Finencing 

Maturity 
Bond Component Date Arnwnt Rate 

Serials: 
0911 512008 4,790,000 5.600% 
0911 512009 5,060,000 5.610% 
09115/2010 5,345,000 5.630% 
0911 51201 1 5,645,000 5.680% 

20,840,000 

Term 2016: 

Term 2026: 

Term 2036: 
0911 512027 
0911 512028 
0911 512029 
0911 512030 
0911 5M03 1 
0911 512032 
0911 512033 
0911 512034 
0911 512035 
0911 512036 

Yield Price 



BOND PRlClMQ 

Government of Guam 
$300 Mlllion DeficH Bond Financing 

Dated Date 
Delivery Date 
First Coupon 

Par Amount 363,240,000.00 
Original Issue Discount 

Production 363,240,000.00 100.000000% 
Underwriteh Discount -2,905,920.00 -0.800000% 

Purchase Price 
Accrued Interest 

Net Proceeds 
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NET DEBT SERVICE 

Government of Guem 
$300 Million Deficit Bond Financing 

Period Total Debt Service Capitalized Net 
Ending Debt Service Reserve Fund Interest Fund Debt Senrice 



BOND DEBT SERVICE 

Government of Guam 
$300 Million De f~ i t  Bond Financing 

Period 
Ending Prlncipal Coupon Interest Debt Service 



I MINA' BENTE OCHO NA LIHESLATURAN GUAHAN 
2006 (SECOND) Regular Session 

si l l  No. T3:9) 
Introduced by: Committee on Calendar 

by request of I Maga 'lahen Guahan 
the Governor of Guam in accordance with the 
Organic Act of Guam 

AN ACT TO AMEND $1512 OF TITLE 5, GUAM CODE 
ANNOTATED, RELATIVE TO AUTHORIZING THE GOVERNOR 
OF GUAM, I MAGA'LAHEN GUAHAN, TO ISSUE GOVERNMENT 
OF GUAM BONDS FOR THE PURPOSE OF PAYING CERTAIN 
GENERAL FUND EXPENSES 

BE IT ENACTED BY THE PEOPLE OF GUAM: 

Section 1. Legislative Findings and Intent. I Liheslaturan Gufian hereby finds that the 

accumulated General Fund deficit has resulted in current revenues available in the General Fund being 

insufficient to pay certain obligations of the General Fund and that a mechanism is needed to provide the 

necessary cash to the General Fund to pay such obligations until a surplus of current revenues over 

current expenditures can retire the deficit. I Liheslaturan GuHhan hereby also finds that through the 

issuance of bonds as provided herein the government can fund its current needs while retiring the deficit 

over time. I Liheslaturan GuHhan therefore hereby authorizes the issuance of bonds as provided herein, 

provides for the proceeds of said bonds to be used to pay certain General Fund expenditures so that the 

General Fund deficit may be reduced over time, and adds and amends certain related provisions of law 

to put the General Fund on a sound financial course and, over time, to reduce the remaining unfunded 

General Fund deficit and the unfunded liability of the government to the Government of Guam 

Retirement Fund. 

Section 2. Subsection (a) of Section 1512 of Title 5, Guam Code Annotated, is hereby amended 

to read as follows: 

"(a) Authorization of Issuance of Bonds. I Maga'lahen GuBhan is authorized to 

issue one or more series of bonds of the government of Guam as provided in this Section, in an 

aggregate principal amount not to exceed the amount necessary to provide Three Hundred 



Million Dollars ($300,000,000) ) . . 

7 9 9 for the payment of the General Fund 
. . 

expenses listed in subsection (m) 

-, and, in addition, & 

e i ~  to fund necessary reserves and pay expenses incurred in connection with the issuance of 

such bonds not already included in an existing appropriation for or the regular budget of any 

government agency or instrumentality or public corporation providing any service in connection 

with the issuance of such bonds; provided, however, that bonds may not be issued in an amount 

that would cause a violation of the debt limitation provisions of 48 USC 1423a ($11 of the 

Organic Act of Guam)." 

Section 3. Subsection (c) of Section 1512 of Title 5, Guam Code Annotated, is hereby 

amended to read as follows: 

"(c) Terms and Conditions Determined by Certificate or Indenture. The terms 

and conditions of the bonds shall be as determined by I Maga'lahen Guiihan by the execution of 

a certificate or indenture authorizing the issuance of the bonds upon or prior to the issuance of 

the bonds; provided, however, that such terms and conditions shall be consistent with this 

Section, and that the bonds shall mature not later than the date thirty (30) years after their date of 

issuance and shall bear interest at such rates and be sold for such price or prices as 

shall result in a yield to the bondholders not exceeding seven and one-half percent (7.5%) sbc;wrl. 

per annum." 

Section 4. Subsection (d) of Section 1512 of Title 5, Guam Code Annotated, is hereby 

amended to read as follows: 

"(d) Valid and Binding -. . . 
The bonds authorized - 

by this Section shall constitute the valid and kgal4-y binding general limited obligations of the 

government of Guam, additionally 7 secured by a pledge of the revenues described in 

subsection (e) of this Section. 



. . + n e  government of Guam pledges its full faith and credit 

for the punctual payment of both principal of and interest on the bonds and covenants that there shall be 

collected annually in the same manner and at the same time as government revenue for other purposes is 

. . collected, such sum as is required to pay the principal of and interest on the bonds. 
. . ... 

There are hereby appropriated 

from the General Fund such sums as may be necessary +&&ecpd in each year in addition to the amounts 

appropriated under subsection (e) of this Section to equal the amount of money necessary to pay the 

principal and interest on such bonds. All officers charged by law with any duty in the collection of the 

revenues of the government from which debt service on the bonds will be payable shall do every lawful 

thing necessary to collect such sum. The validity of any such bonds shall not be affected by the validity 

or regularity of any proceedings for the payment of the General Fund expenses paid or to be paid with 

the proceeds of h-&ed+ the bonds. 

Section 5. Subsection (e) of Section 1512 of Title 5, Guam Code Annotated, is hereby 

amended to read as follows: 

"(e) source of and Security for Payment. 5, I 

J - The bonds 

shall be secured wldy by a first lien pledge of any or all of 

the revenues derived by the government of Guam fiom taxes against persons on account of their 

businesses and other activities in Guam wkerkef now or hereafter imposed or levied by the government 

pursuant to Section 26201 of Chapter 26 of Division 2 of Title 11, Guam Code Annotated or any 

successor etheprovision of law (the "Revenues") 

A 
"A . &+y Such pledge made 

hereunder shall be valid and binding from the time the bonds are issued 7. The 

Revenues pledged and thereafter received by the government of Guam or by any trustee, depository or 



custodian shall be deposited in a separate account and shall be immediately subject to the lien of such 

pledge without any physical delivery thereof or further act, and the lien of such pledge shall be valid and 

binding against all parties having claims of any kind in tort, contract or otherwise against the 

government of Guam or such trustee, depository or custodian, irrespective of whether the parties have 

notice thereof. The indenture or certificate by which the bonds are issued and such pledge is created 

need not be recorded. Any such pledge shall be a first lien, and shall not be subordinate to any other use 
. . 

of Revenues. 

9 ,  

Section 6. Subsection u) of Section 1512 of Title 5, Guam Code Annotated, is hereby 

amended to read as follows: 

"U) Form of Bonds; Covenants; Appointment of Fiduciaries. The technical form 

and language of the bonds, including provisions for execution, exchange, transfer, registration, paying 

agency, lost or mutilated bonds, negotiability, cancellation and other terms or conditions not inconsistent 

with this Section, including covenants relating to the collection of Revenues, shall be as specified in the 

certificate or indenture executed by I Maga'lahen GuBhan authorizing the issuance of the bonds. The 

certificate or indenture shall appoint one or more trustees, co-trustees or other fiduciaries authorized to 

receive and hold in trust the proceeds of the bonds, the Revenues and other moneys relating thereto, to 

protect the rights of bondholders and to perform such other duties as may be specified in the indenture. I 

Maga'lahen GuHhQn is also authorized to execute, on behalf of the government of Guam, any 

appropriate agreements, certificates or other instruments relating to the bonds and the sale of bonds." 

Section 7. Subsection (k) of Section 1512 of Title 5, Guam Code Annotated, is hereby 

amended to read as follows: 

"Q Authorization for Credit Enhancement. I Maga'lahen G&hn is authorized to 

enter into such contracts or agreements with such banks, insurance companies or other 

financial institutions as he determines are necessary or desirable to improve the security 

and marketability of the bonds issued under this Section. Such contracts or agreements 

may contain an obligation to reimburse, with interest, any such banks, insurance 

companies or other financial institutions for advances used to pay principal of or interest 


