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1.0 EXECUTIVE SUMMARY
SUMMARY OF REVIEW

Pursuant to Public Law 28-44, the Public Utilities Commission is required to
file an annual report on the receipts, collections and remittances of the E-
911 surcharges. This report must be filed with the Governor of Guam, the
Guam Legislature, and the Office of Public Accountability within sixty days of
the Government of Guam fiscal year end.

The PUC has retained Slater, Nakamura & Co, LLC as the consulting firm
tasked with the preparation of this report. In completing the report, Slater,
Nakamura completed the following tasks:

e Reviewed the underlying Guam Public Laws, reports issued by the Office of
Public Accountability, previous dockets of the Guam Public Utilities
Commission along with their orders thereon, the previous years’ E-911
reports, and Collection Agent Reports filed with the PUC by the individual
Collection Agents.

e We then completed a review and analysis of the FY 2013 Collection Agents’
quarterly reports on the same basis as was utilized in our FY 2012 review and
wrote our report.

In this report, for comparative purposes, we have included data from FY
2011, FY 2012 and FY 2013. In our FY 2012 report we included data on a
monthly basis. In this report we are including data on an annual basis. This
change was made in order to present data in an easier to interpret format in
a historical context.

Findings

e There is a diverse array of methodology being utilized by the different
Collection Agents in the assessment and collection of the E-911 Surcharge on
prepaid accounts.

o The Collection Agents are required to file quarterly reports with the PUC
providing specifically required details on all of their customers who refuse to
pay the monthly E-911 Surcharge. Once the required report has been filed
with the PUC, the Collection Agent has no further responsibility to collect the
unpaid E-911 Surcharge. We found no instance during FY 2011, FY 2012 or
FY 2013 where the required report was filed with the PUC. In spite of the
failure to file the required reports, some Collection Agents withheld
uncollected E-911 Surcharges from their remittances to the Department of
Administration. At the end of FY 2010 reported accumulated uncollected E-
911 surcharges were $37,989. In FY 2011, FY 2012 and FY 2013 there were
annual net uncollected surcharges in the amount of $9,751, $10,377 and
$7,192 respectively that were not paid to the Department of Administration.
The reported accumulated uncollected E-911 surcharges as of the fiscal year
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end of FY 2011, FY 2012 and FY 2013 was $47,740, $58,117 and $65,309
respectively.

We noted that among the various Collection Agents, there is a wide variance
in the number of exempt lines as a percentage of total lines reported. There
was no specific error or problem noted and it appears that the reason for this
percentage variance emanated from differing customer mixes among the
various Collection Agents. There are some collection agents who concentrate
on very large customers while other Collection Agents have a higher
percentage of individual accounts.

The Collection Agents are required to remit the net collected E-911
Surcharges no later than forty-five days following the last day of the month in
which the Surcharge was collected. However, we noted that there were
instances where some remittances were made later than the due date, and
also sometimes more than one month of E-911 Surcharges collected were
remitted to the DOA at one time.

The Collection Agents are required to file a quarterly report with the PUC on
the number of lines and accounts serviced together with the amount of their
E-911 revenues, collections, remittances and administrative expenses. These
reports are due to be filed no later than forty-five days after the end of each
quarter of the fiscal year. We noted that in the past some of the Collection
Agents failed to file the required quarterly reports on a timely basis.
However, all required reports due through the quarter ended September 30,
2013 were filed by all Collection Agents as of November 28, 2013.

Recommendations

In order to assist the Collection Agents in understanding the proper
methodology and procedures to be followed in the E-911 Surcharge
assessment, collection, remittance and reporting process, we recommend that
each of the Collection Agents be encouraged to provide feedback and
comments on these annual reports.

Due to the diverse manner in which the Collection Agents are assessing the E-
911 Surcharge on prepaid accounts, we recommend that the PUC consider a
review of how the E-911 surcharge is being assessed on prepaid accounts.
We further recommend that an assessment be made as to the extent of
uncollected E-911 Surcharges on prepaid accounts, if any.

In order to determine that all remittances are being paid to the DOA in a
timely manner, we recommend that the Collection Agents be required to file a
copy of the monthly DOA remittance receipts for the E-911 payments
together with their quarterly reports filed with the PUC.

The Collection Agents are not following required procedures relative to
uncollected E-911 Surcharges. Each Collection Agent is required to file a
quarterly report with the PUC listing detailed information on each customer
who refused to pay the monthly Surcharge. Having completed that
requirement, the Collection Agents are then relieved of any further collection
responsibility. In our review of the procedures delineated by the PUC in its
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June 24, 2002 Order relative to uncollected surcharges we find that it sets out
the reporting requirements on the part of the Collection Agents but fails to
state who will bear the ultimate payment responsibility should the Collection
Agents fail to file the required report.

o Some of the Collection Agents are not filing the required reports but are,
none-the-less, withholding remittance of the uncollected Surcharges.
Some Collection Agents are not filing the required reports but are not
deducting uncollected E-911 Surcharges from their remittances. We
recommend that any Collection Agent who makes a deduction for
uncollected surcharges from its remittances to DOA be required to file the
appropriate supporting reports with the PUC.

o We also recommend that the PUC review its previous orders relative to
uncollected E-911 Surcharges and make a determination whether or not
the failure of a Collection Agent to file the required reports relative to
uncollected surcharges results in the transfer of the responsibility for
payment to the Collection Agent.
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2.0 BACKGROUND

In this section is presented information related to the E-911 system

The E-911 System provides the Guam community with rapid and direct
telecommunication access to Guam’s public safety and emergency response
agencies. The 911 system was established in 1991 by Public Law (P.L.)
number 21-61 which placed the responsibility for the system on the Office of
Civil Defense.

In 1996 the responsibility for the system was transferred to the Guam Fire
Department by P.L. 23-77.

P.L. 25-55 (E-911 Act) authorized the levy of a 911 surcharge to fund an
enhanced emergency system that would include the technology, equipment
and personnel necessary to provide improved 911 services to the public.
The E-911 Act also provided for the establishment of the Enhanced 911
Emergency Reporting System Fund (E-911 Fund). The E-911 Act further
directed the Guam Public Utilities Commission (PUC) to establish a monthly
surcharge rate, not to exceed the amount of one dollar per month per access
line, and not to exceed twenty-five lines per month per account. The
surcharge must be specifically identified as a separate line item on customer
invoices.

The PUC in its Docket 99-10, 911 Emergency System Surcharge Order dated
February 25, 2000, set the E-911 surcharge rate at the maximum allowed of
one dollar per month. The surcharge applies to all landline, postpaid and
prepaid accounts.

Landline accounts are for regular wired telephone service customers. The
surcharge, however, is limited by the E-911 Act to the first twenty-five
access lines for each account.

Postpaid accounts are cell phone service accounts that are billed to
customers on a monthly basis.

Prepaid accounts are those for which customers pay in advance for services.
The service for these accounts is provided when the customer purchases a
phone card and enters the service provided by the card into their telephone
device.

The E-911 Act dictates that Guam’s telecommunication providers (Collection
Agents) are responsible for assessing and collecting the E-911 surcharge
from each account and remitting those collections to the Government of
Guam Department of Administration (DOA). The remittance of the
surcharge collections must be paid by the Collection Agents no later than
forty-five days after the end of the month in which the collection was made.
The Collection Agents are further required by Docket 99-10, E-911
Emergency System Surcharge Order dated June 24, 2002, to file a quarterly
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report with the PUC on the number of lines and accounts serviced together
with the amount of their E-911 revenues, collections, remittances and
administrative expenses. These reports are required to be filed no later than
forty-five days after the end of each quarter of the Government of Guam
fiscal year.

The Collection Agents are authorized by the E-911 Act to deduct from their
remittances the administrative costs that they incur in the process of
assessing, collecting, remitting and reporting on the E-911 surcharge. The
PUC in its Docket 99-10, E-911 Emergency System Reimbursement Protocol
Orders dated June 23, 2003, March 30, 2004, April 22, 2005, and July 27,
2005 ruled on the amount that five of the Collection Agents are authorized
to deduct from their remittances as compensation for their administrative
costs. In its Docket 10-04, Emergency System Reimbursement Protocol
Order dated April 18, 2011 the PUC ruled on the amount that one of the
Collection Agents is authorized to deduct from their remittances as
compensation for its administrative costs. One Collection Agent has not filed
for authorization to make a deduction for administrative expenses from its
DOA remittances.

P.L. 28-44 requires that the PUC file an annual report, on the receipts,
collections and remittances of the E-911 surcharges. This report must be
filed with the Governor of Guam, the Guam Legislature, and the Office of
Public Accountability within sixty days of the Government of Guam fiscal
year end. The PUC has engaged the services of their telecom consultants to
prepare these reports.

There are currently seven telecommunication carriers that have been
designated as Collection Agents. These Collection Agents are (in
alphabetical order):

e Docomo Pacific

e GTA Telecom

e Guam Telecom

e I-Connect

e Pacific Data Systems

¢ PTI Pacifica d/b/a IT&E
e Pulse Mobile

Of these seven carriers there are three landline carriers. The landline
carriers are:

o GTA Telecom
e Guam Telecom

e Pacific Data Systems
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The remaining four carriers are cellular service providers.
service providers are:

¢ Docomo Pacific

e I-Connect

o PTI Pacifica d/b/a IT&E
e Pulse Mobile

Slater, Nakamura & Co, LLC
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3.0 DISCUSSION OF THE REPORT COMPILATION

This section discusses the approach that was used to prepare this report.

SOURCE DATA

In preparing this report we reviewed the underlying Guam public laws
discussed above, reports issued by the Office of Public Accountability,
previous dockets of the PUC along with their orders thereon, previous years’
E-911 reports, and the Collection Agent Reports filed with the PUC by the
individual Collection Agents.

CONFIDENTIALITY

In order to protect the confidential proprietary business data of the
Collection Agents we are only reporting summary data in our report. It
should be noted that the Georgetown Consulting Group, Inc. also only
reported summary data in their reports issued in prior years.

PROCEDURES
FY 2013 Review and Analysis

We received and reviewed the quarterly Collection Agent reports relative to
the 2013 fiscal year that were filed with the PUC by the Collection Agents.
At the time that we were retained by the PUC to work on the E-911
accounting and reporting, the PUC requested that, henceforth, the Collection
Agents copy Slater, Nakamura on all E-911 filings with the PUC.
Subsequently, we have received said filings directly from the Collection
Agents.

The data contained in the individual FY 2013 quarterly Collection Agent
reports was entered into spreadsheets for analysis. On a quarterly basis we
reviewed the report submissions from the Collection Agents. Any questions
regarding the submissions were sent to the Collection Agents and resolved
through dialog.

We also prepared various tables and graphs of the summarized Collection
Agent data. For comparative purposes, the data from FY 2011, FY 2012 and
FY 2013 is included in our tables and graphs. These tables and graphs
assisted us in our analysis and understanding of the procedures relative to
the assessment, collection, remittance and reporting of the E-911
surcharges for 2013.

E-911 FiscAL 2013 SURCHARGE SUMMARY REPORT

Using the knowledge, data and information that we gained in our review, we
prepared this report for the PUC, the Governor of Guam, the Guam
Legislature and the Office of Public Accountability.
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4.0 FY 2013 ANALYSIS

This Analysis Section presents the review and analysis of the FY 2013 Collection Agent
Reports filed with the PUC,

ELEMENTS INCLUDED IN OUR REVIEW AND ANALYSIS
Our analysis of the individual and the overall elements of the FY 2013 E-911
surcharges included:

e A comparison of all 2013 numbers and amounts with the comparable numbers
or amounts from our FY 2011 and FY 2012 analysis.

¢ The components of the Total Line Elements.

* Revenues billed by the Collection Agents.

e Uncollected E-911 Surcharges.

e Adjustments to the E-911 revenues billed by the Collection Agents.

e The unremitted beginning fund balance held by the Collection Agents.
o The E-911 Surcharge cash receipts received by the Collection Agents.
e Payments made by the Collection Agents to the DOA.

e Costs of the PUC paid by one of the Collection Agents.

e Administrative costs incurred by the Collection Agents that were deducted by
the Collection Agents from the remittances to DOA

¢ The unremitted ending fund balance held by the Collection Agents.
FY 2013 ANALYSIS APPROACH

The steps in the analysis were:

o Identification of the individual elements of the total lines billed by the
Collection Agents to their accounts.

o Postpaid Lines.

o Prepaid Lines

o Exempt Lines.

o Reconciliation Items.

e Analysis of the Collection Agent fund balances and the receipts,
disbursements and transfers in and out of the Collection Agent funds.

o Identifying the unremitted opening fund balance held by the Collection
Agents.

o Reviewing the E-911 Surcharge cash receipts received by the Collection
Agents.

o Identifying the payments made by the Collection Agents to the DOA.
Slater, Nakamura & Co, LLC Page | 11
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o Identifying the costs of the PUC which were paid by one of the Collection
Agents and transferred to the PUC.

o Reviewing the administrative costs incurred by the Collection Agents and
deducted from their remittances to the DOA.

FY 2013 Total Line Elements
In our analysis of the total net lines billed by the Collection Agents to their

customers, we identified four individual elements that made up the Net
Billed Lines. These elements are:

e Postpaid Lines
e Prepaid Lines
o Exempt Lines

e Reconciliation Items

From the FY 2013 individual Collection Agent reports that we received, we
prepared individual spreadsheets for each Collection Agent and also a
summary spreadsheet that combined all of the data included in the
individual spreadsheets. From that individual spreadsheet we prepared the
following table:

Figure 1: Fiscal 2011, 2012 and 2013 Total Line Elements

Postpaid Prepaid Exempt Reconciliation Net Billed

Lines Lines Lines Items Lines
2011 1,515,044 548,108 (105,418) 21,918 1,979,652
2012 1,587,740 491,163 (121,919) 40,223 1,997,207
2013 1,684,504 467,868 (137,772) 34,971 2,049,570

An analysis of this table includes several graphs that immediately follow in
this report. In order to enhance our analysis we have presented, in the FY
2013 graphs that follow, comparative numbers from FY 2011 and FY 2012.

FY 2011, FY 2012 and FY 2013 Comparative Postpaid Lines

The first graph that we prepared for our FY 2013 analysis is Figure 2: Graph
of FY 2011, FY 2012 and FY 2013 Comparative Postpaid Lines.
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Figure 2: Graph of Fiscal 2011, FY 2012 and FY 2013 Comparative Postpaid Lines

1 |

B Postpaid Lines FY 2011 W Postpaid Lines FY 2012 Postpaid Lines FY 2013

1,800,000

1,600,000
1,400,000

1,200,000

1,000,000

800,000

600,000

400,000
200,000

0

Postpaid lines are subscribed landline and cell phone access lines that are
billed by the service providers on a monthly basis. The number of postpaid
lines as of the beginning of FY 2013 was 134,976 lines. The high for the
year was 142,558 lines and the low was 135,258 lines. The average number
of lines on a monthly basis was 140,375 lines. As of the end of the fiscal
year the number of postpaid lines was 142,558, a 5.62% increase over the
beginning of the fiscal year nhumber of lines. The total for all postpaid lines
for FY 2013 was 1,684,504 lines compared with 1,587,740 and 1,515,044
for FY 2012 and FY 2011 respectively.

FY 2011, FY 2012 and FY 2013 Comparative Prepaid Lines

Prepaid telecommunications services are only provided by the four cellular
service providers.

The following graph is Figure 3: Graph of the number of Fiscal 2011, FY
2012 and FY 2013 Comparative Prepaid Lines on a monthly basis.
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Figure 3: Graph of FY 2011, FY 2012 and FY 2013 Comparative Prepaid Lines
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Prepaid accounts are those accounts for which customers pay in advance
and on a continuing demand basis for their telecom services. The service for
these accounts is provided to the customer when the customer purchases a
prepaid phone card and enters the service provided by the card into their
telephone device. Once activated, the customer will have a predetermined
number of minutes of telecom service as provided on the phone card.

As was mentioned above, prepaid cards are only marketed by the four
cellular providers. These are:

e Docomo Pacific

e I-Connect

e PTI Pacifica d/b/a IT&E
¢ Pulse Mobile

Phone cards are sold by the above listed providers through a multitude of
retail outlets throughout the island. These cards are available in a variety of
price points. Based on the needs and resources of the customer, the
purchasing pattern of each individual customer will likely vary from other
prepaid customers; for example, one customer may purchase one twenty
dollar phone card that will last him or her for a month. Another customer
may purchase, as an example, four individual five dollar phone cards for
service during the same period of time.
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The E-911 surcharge is supposed to be assessed based on each individual
access line. In its order dated June 24, 2002, relative to Docket 99-10, the
PUC ordered that, “"With regard to CMRS access lines, under a prepaid calling
card arrangement, Collection Agents shall collect the Surcharge when and as
there is a positive balance in the customer’s account for each month or
portion thereof that the line is activated.”

We made inquiries of each of the Collection Agents who offer prepaid
services as to the methodology utilized by them to assess and collect the E-
911 Surcharge for prepaid telecom services. The four Collection Agents, in
no particular order, responded as follows:

Collection Agent A: This Collection Agent applies the Surcharge to every
customer that has a balance in his or her account as of the last day of each
month. If a customer has a load or has remaining value in their account at
the end of any particular month, their system deducts the $1.00 Surcharge
from their account at that time.

This Collection Agent looks to see how many active, with load, prepaid users
are in their prepaid system at the end of each month and reports that
balance to the PUC.

If, however, a particular customer of this Collection Agent has activity within
the month but has a zero balance as of the end of the month then no
Surcharge is being collected for that customer by this Collection Agent. It is
likely that this collection agent is under-collecting the E-911 Surcharge to the
extent that its customers have zero balances as of the beginning and also the
end of each month.

Collection Agent B: This Collection Agent applies the Surcharge to any
balance in a customer’s account as of the first day of every month. If a
customer has a load or has opening value in their account at the beginning of
any particular month, their system deducts the $1.00 Surcharge from their
account at that time.

This Collection Agent looks to see how many active, with load, prepaid users
are in their prepaid system at the beginning of each month and reports that
balance to the PUC.

If, however, a particular customer of this Collection Agent has activity within
the month but has a zero balance as of the beginning of the month then no
Surcharge is being collected for that customer by this Collection Agent.

Collection Agent C: When this Collection Agent’s new prepaid accounts are
activated their billing system imposes a minimum balance of $1.00 below
which the customer’s account will not be permitted to fall. When the
subscriber adds additional load during the calendar month no additional
Surcharge is withheld. On the first day of each following calendar month,
their prepaid system deducts $1.00 from the account for the prior month’s E-
911 Surcharge. The only time when this Collection Agent would not collect
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the Surcharge is when a customer has no positive balance in their account at
any time during the month.

Collection Agent D: When this Collection Agent’s new prepaid accounts are
activated their billing system immediately assesses and collects the $1.00 E-
911 Surcharge. In following months the Surcharge will be assessed at any
time when there is at least a $1.00 balance in the account. Only one $1.00
Surcharge is assessed in any one calendar month regardless of how many
prepaid cards are loaded into the account in that month. If there is no
positive balance in an account at any time during the month then there will
be no assessment of the E-911 Surcharge.

The number of prepaid accounts as of the beginning of FY 2013 was 40,267.
The high for the year was 41,694 lines and the low was 36,693. The
average number of prepaid accounts on a monthly basis was 38,989. As of
the end of the fiscal year the number of accounts was 37,773, a 6.19%
decrease from the beginning of the fiscal year number of prepaid accounts.
The total for all prepaid accounts for FY 2013 was 467,868 accounts
compared with 491,163 and 548,108 for FY 2012 and FY 2011, respectively,
a 4.74% decrease.

FY 2011, FY 2012 and FY 2013 Comparative Exempt Lines

The E-911 Act specifies that E-911 surcharge assessments are limited to the
first twenty-five access lines for each account. Accordingly, if a customer
has one account with 100 access lines, then that customer is exempted from
the E-911 surcharge for all access lines in excess of the first twenty-five
lines. In accordance with this parameter, that customer is only billed a total
of $25 in E-911 surcharges each month. In addition, Life-line customers and
telecommunication services which are incapable of accessing 911 are
exempted from paying the E-911 Surcharge.

Figure 4 is a graph of the number of exempt lines claimed by the Collection
Agents in FY 2011, FY 2012 and FY 2013. The exempt line balances are
shown in Figures 1 and 4 as negative numbers because they are deducted
from the total line count for the purposes of calculating net billed lines.
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Figure 4: Graph of Fiscal 2011, FY 2012 and FY 2013 Comparative Exempt Lines
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In Fiscal 2013 two of the Collection Agents claimed no exempt lines at any
time during the fiscal year. Four of the Collection Agents claimed exempt
lines during every month of the fiscal year. One collection agent claimed
exempt lines in only ten months of the year. The failure of any of the
Collection Agents to claim exempt lines in any month of the fiscal year did
not result in any underpayment of E-911 Surcharges to the E-911 Fund. In
FY 2013 exempt lines as a percentage of total lines ranged from 0% to 73%
among the various Collection Agents. The wide range of this variance
results from the fact that some Collection Agents have a higher percentage
of large accounts, those subject to the exemption, than other Collection
Agents whose customer base is composed of smaller or individual accounts.

The number of exempt lines in the first month of the fiscal year was 10,251
lines. The high for the year was 12,405 lines and the low was 10,251 lines.
The average number of exempt lines on a monthly basis was 11,481 lines.
As of the end of the fiscal year the number of exempt lines was 11,462. The
total for all exempt lines for FY 2013 was 137,772 lines compared with
121,919 and 105,418 for FY 2012 FY 2011 respectively. This was an
increase of 15,853 lines and a 13.00% increase over FY 2012.
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FY 2011, FY 2012 and FY 2013 Comparative Reconciliation Items

There were reconciliation items in every month of FY 2013. Five of the
Collection Agents had no reconciliation items in their quarterly reports.

Two of the Collection Agents were unable to satisfactorily reconcile their
telecom management system generated line counts with the amount shown
in their accounting records as being collected from their customers. Both
Collection Agents collected more from their customers than their telecom
management system reported as active lines and accounts. In order to
make sure that they have paid at least the proper amount due, these
Collection Agents have reported the difference as a reconciling item in each
month and have paid the amount collected from their customers to DOA.
Based on our review of these practices it is our conclusion that the DOA has
been paid at least the amount that was due and the E-911 Fund has suffered
no loss or underpayment.

Figure 5: Graph of FY 2011, FY 2012 and FY 2013 Comparative Reconciliation Items
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During FY 2013, reconciliation items reported by the Collection Agents in the
calculation of net billed lines subject to the E-911 Surcharge were at a low of
507 lines and a high of 4,432 lines. The number of reconciliation items
declared as of the beginning of the fiscal year was 2,942. The average
number of reconciliation items on a monthly basis was 2,914 lines. As of the
end of the fiscal year the number of Reconciliation Items lines was 3,095.
The total for all reconciling item lines for FY 2013 was 34,971 lines
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compared with 40,223 and 21,918 for FY 2012 and FY 2011 respectively.
This was a decrease of 5,252 lines, and an 13.06% decrease.

FY 2011, FY 2012 and FY 2013 Comparative Net Billed Lines

Net billed lines are derived by adding the postpaid lines and prepaid
accounts and then subtracting the exempt lines and adding the reconciling
items.

Figure 6: Graph of FY 2011, FY 2012 and FY 2013 Comparative Net Billed Lines
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During FY 2013 net billed lines subject to the E-911 Surcharge were at a low
of 168,155 lines and a high of 173,730 lines with an average of 170,798
lines. The number of net billed lines as of the beginning of the fiscal year
was 168,849. As of the end of the fiscal year the number of net billed lines
was 171,964, a 1.84% increase over the beginning of the fiscal year. The
total of all net billed lines for FY 2013 was 2,049,570 lines compared with
1,997,207 and 1,979,652 for FY 2012 and FY 2011 respectively. This was
an increase of 52,363 lines, and a 2.62% increase.

FY 2013 Revenue Elements

In order to convert the net billed lines to Net revenues it is necessary to
review the individual elements of that conversion. These elements are:
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e Revenues Billed

e E-911 Uncollected Surcharges
e Adjustments
e Net Revenues

The following chart details each of these elements:

Figure 7: Fiscal 2011, 2012 and 2013 Revenue Elements

Fiscal Rev_enues E-911 Adjustments Net
Year Billed Uncollected Revenues
2011 $1,979,652 ($9,751) $31 $1,969,932
2012 $1,997,207 ($10,377) $0 $1,986,830
2013 $2,049,570 ($7,192) , $0 $2,042,378

FY 2011, FY 2012 and FY 2013 Comparative Revenues Billed

Net Revenues are derived by muitiplying the total Net Billed Lines, detailed
in Figures 1 and 6 of this report, by the monthly E-911 Surcharge rate of $1
per billable line. With the exception of the conversion of this graph to a
dollar quantity as opposed to a line count quantity, this graph is identical to
Figure 6: Graph of Fiscal 2013 Net Billed Lines.

Figure 8: Graph of FY 2011, FY 2012 and FY 2013 Comparative Revenues Billed
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FY 2011, FY 2012 and FY 2013 E-911 Comparative Uncollected
Surcharges

In response to Public Law 26-55 the PUC, in its order dated June 24, 2002,
relative to Docket 99-10, the PUC ordered that, “In the event a customer
pays less than its full monthly invoice and unless the customer specifically
instructs the Collection Agent otherwise in writing, the customer’s payment
on the invoice shall be first applied by the Collection Agent to cover the
Surcharge. Except as provided in this paragraph, Collection Agents shall
have no duty to pursue the collection of unpaid surcharges.”

In the same order the PUC ordered that, “On or before the 45 day after the
end of each quarter [ending March, June, September and December]
Collection Agents shall file the following quarterly reports with the
Commission:

a. A report, which contains a list of each subscriber, including name,
address and telephone number, who refused or failed to pay the
Surcharge during the quarter and the amount of unpaid surcharge.”

During FY 2013 we are unaware of any of the Collection Agent that filed the
required report relative to any unpaid surcharges to the PUC.

There were, however, numerous deductions for uncollected E-911
surcharges made from the remittances paid by the Collection Agents to the
DOA. Total net deductions made by the Collection Agents in FY 2013 were
$7,192. It should be noted that some months have a net positive
uncollected surcharge balance and some months a net negative balance.
This is because in any particular month there are some collections while
other amounts go delinquent. The following graph depicts those balances:
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Figure 9: Graph of FY 2011, FY 2012 and FY 2013 Comparative E-911 Uncollected Surcharges
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In its FY 2010 report, Georgetown reported accumulated uncollected
surcharges to be $37,989 as of the end of FY 2010. Net uncollected
surcharges reported in FY 2011, FY 2012 and FY 2013 were $9,751, $10,377
and $7,192 respectively. As a result the uncollected accumulated
surcharges increased to $47,740 at the end of FY 2011, $58,117 at the end
of FY 2012 and $65,309 as of the end of FY 2013.

We recommend that the PUC review its previous orders relative to
uncollected E-911 Surcharges and the ultimate responsibility, if any, for the
payment of those surcharges be determined. We further recommend that
the PUC enforce its requirement that any Collection Agent who makes a
deduction from its reporting and remittances for uncollected surcharges file
the required report thereon with the PUC.

FY 2011, FY 2012 and FY 2013 Comparative Adjustments

There were $31 of net adjustments in FY 2011. In FY 2012 and FY 2013
there were no adjustments.
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Figure 10: Graph of FY 2011, FY 2012 and FY2013 Comparative Adjustments
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FY 2011, FY 2012 and FY 2013 Comparative Net Revenues

The FY 2013 net revenues figure represents the total revenues billed less the
uncollected Surcharges incurred during the year plus any adjustments. This
figure will equal the Cash Receipts figure in the Fiscal 2013 Collection Agent
Fund Balance Elements table in the following section.
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Figure 11: Graph of FY 2011, FY 2012 and FY 2013 Comparative Net Revenues
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During FY 2013 net monthly revenues were at a low of $166,992 and a high
of $173,561 with an average of $170,198. The amount of net revenues as
of the beginning of the fiscal year was $159,190. As of the end of the fiscal
year the amount of monthly net revenues was $171,964, a 1.93% increase
over the beginning of the fiscal year amount of net revenues. The total for
all net revenues for FY 2013 was $2,042,378 compared with $1,986,830 and
$1,969,932 for FY 2012 and FY 2011 respectively. This was an increase of
$55,548, and a 2.83% increase.

FY 2013 Collection Agent Fund Balance Analysis

After having performed an analysis of the Collection Agents’ lines and
revenues, we reviewed and summarized the individual opening and closing
Collection Agent fund balances. These balances represent the net
unremitted funds held by the Coliection Agents as of the beginning and end
of the fiscal year. The elements that make up the Collection Agent fund
balances are:

¢ Opening Fund Balance

e Cash Receipts

e Remittances Paid to DOA

o Costs Paid on Behalf of the PUC
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o Costs Retained by the Collection Agents

o Closing Fund Balance

E-911 Fiscal 2013 Surcharge Summary

The following chart contains the monthly balances for each of these
elements for FY 2011, FY 2012 and FY 2013.

Figure 12: Fiscal 2011, 2012 and 2013 Collection Agent Fund Balance Elements

Costs Costs
] Opening Cash Remittances Paid on Retained Closing
Fiscal Fund ! Paid to Behalf By the Fund
Year Balance Receipts DOA of the Collection Balance
PUC Agents
2011 $84,592 | $1,969,932 | $1,668,814 | ($32,282) | ($143,006) | $210,422
2012 $210,422 | $1,986,830 | $1,862,010 ($6,546) | ($144,612) | $184,085
2013 $184,085 | $2,042,378 $1,865,094 ($34,069) | ($144,612) | $191,688

FY 2013 Opening Fund Balances

According to the FY 2013 Collection Agent reports filed with the PUC by the
individual Collection Agents, the total Collection Agent Opening Fund
Balances was $184,085. This balance represents the aggregate of the
individual Collection Agents’ unremitted E-911 Surcharges that they had
collected and on hand as of the first day of the 2013 fiscal year.

FY 2011, FY 2012 and FY 2013 Comparative Cash Receipts

The cash receipts element of the fund balance analysis represents the actual
total cash collected by the Collection Agents during the fiscal year. During
FY 2013 the Collection Agents collected, in aggregate, $2,042,378 in E-911
Surcharges from their customers. The following graph depicts these
collections on a yearly basis:
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Figure 13: Graph of FY 2011, FY 2012 and FY 2013 Comparative Cash Receipts
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The cash receipts element used in this calculation is the same as the Net
Revenues figures discussed in the immediately preceding section of this
report and in Figures 7 and 11.

During FY 2013, cash receipts were at a low of $166,992 and a high of
$173,561 with a monthly average of $170,198. The amount of monthly
cash receipts as of the beginning of the fiscal year was $168,706. As of the
end of the fiscal year the amount of monthly cash receipts was $171,175, a
1.46% increase over the beginning of the fiscal year amount of cash
receipts. The total for all cash receipts for FY 2013 was $2,042,378
compared with $1,986,830 and $1,969,932 for FY 2012 and FY 2011. This
was an increase of $55,548, and a 2.80% increase.

FY 2011, FY 2012 and FY 2013 Comparative Remittances Paid to the
DOA

During FY 2013, there was a total of $1,856,094 in E-911 Surcharges
remitted by the Collection Agents to the DOA. The following graph depicts,
on an annual basis, the remittances paid by the Collection Agents to the
DOA in FY 2011, FY 2012 and FY 2013:

Slater, Nakamura & Co, LLC Page | 26



E-911 Fiscal 2013 Surcharge Summary

Figure 14: Graph of FY 2011, FY 2012 and FY 2013 Comparative Remittances Paid to DOA
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The remittances paid to DOA balances are shown in Figures 12 and 14 as
negative numbers because they are deducted from the opening fund
balances and cash receipts for the purposes of calculating closing fund
balances.

In accordance with public law and orders of the PUC, these funds are
required to be deposited with the DOA no later than forty-five days following
the last day of the month in which these funds were collected from each
Collection Agent’s customers.

However, in FY 2013 there was one Collection Agent who did not make its
remittances on a monthly basis. This Collection Agent made its remittances
on an intermittent basis.

Historically, on an annual basis, remittances from the Collection Agents into
the E-911 Fund through DOA have grown from a few hundred thousand
dollars early in the century to $1.86 million in 2013. The following graph
presents visually the annual remittances from FY 2004 through FY 2013.
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Figure 15: Graph of Fiscal 2004 through 2013 E-911 Fund Remittance Trend
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The radical variances noted in the early fiscal years, FY 2000 though FY
2003, resulted from the failure of certain Collection Agents to make their
required remittances to DOA and subsequent regulatory action initiated by
the PUC in FY 2004 to bring the Collection Agents into compliance.
Subsequent to FY 2003 annual remittances have steadily grown in parallel
with the annual increase in services provided to Guam’s telecom customers.

FY 2011, FY 2012 and FY 2013 Comparative Costs Paid on Behalf of
the PUC

During FY 2013 the PUC incurred expenses related to the regulation of and
reporting on telecom matters. An example of these expenses was fees paid
to the PUC’s telecommunication consultants for E-911 Surcharge review and
reporting. Pursuant to the PUC Order dated February 25, 2000, the
Commission designated GTA as the Collection Agent responsible for paying,
from its Surcharge receipts, the Commission’s regulatory expenses which
are incurred under the E-911 Act. The Order further provides that GTA shall
pay any Commission invoice for expenses incurred under the E-911 Act
within 45 days of receipt. The following graph depicts the expenditures
made by GTA during FY 2011, FY 2012 and FY 2013 for the benefit of the
PUC:
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Figure 16: Graph of Fiscal 2011, FY 2012 and FY 2013 Comparative Costs Paid on Behalf of the
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GTA made two payments, one in November 2012 and one in March 2013, on
behalf of the Commission. The total amount paid was $34,069, which was
deducted from GTA’s remittances to the DOA. This compares with payments
made in FY 2011 and FY 2012 of $32,282 and $6,546 respectively in the
total amount of $38,828. The significant decrease in FY 2012 resulted from
consulting invoices billed for FY 2012 that were not processed until FY 2013.

FY 2011, FY 2012 and FY 2013 Costs Retained by the Collection
Agents to Cover their Administrative Costs

The Collection Agents are authorized by the E-911 Act to deduct, from their
remittances, the administrative costs that they incur in the process of
assessing, collecting, remitting and reporting on the E-911 surcharges. The
PUC in its Docket 99-10, E-911 Emergency System Reimbursement Protocol
Orders dated March 30, 2003, April 22, 2003, June 23, 2003, and July 27,
2005 ruled on the amount that five of the Collection Agents are authorized
to deduct from their remittances as compensation for their administrative
costs. In its Docket 10-04, Emergency System Reimbursement Protocol
Order dated April 18, 2011 the PUC ruled on the amount that one of the
Collection Agents is authorized to deduct from their remittances as
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compensation for its administrative costs. One Collection Agent has not filed
for authorization to make a deduction for administrative expenses from its
DOA remittances. The total administrative costs deducted by the Collection
agents in FY2011, FY 2012 and FY 2013 were $143,006, $144,612 and
$144,612 respectively.

Figure 17: Graph of FY 2011, FY 2012 and FY 2013 Comparative Collection Agents’ Administrative
Costs
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FY 2012 Closing Fund Balances

According to the FY 2013 Collection Agent reports filed with the PUC by the
individual Collection Agents, the total Collection Agent Closing Fund Balances
was $191,688. This balance represents the aggregate of the individual
Collection Agents’ unremitted E-911 Surcharges that they had collected and
on hand as of the last day of the 2013 fiscal year.
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5.0 FINDINGS

The Findings section discusses the facts that can be derived from the analysis.

Based upon the analysis in Section 4, we reached the following findings:
Findings

e There is a diverse array of methodology being utilized by the different
Collection Agents in the assessment and collection of the E-911 Surcharge on
prepaid accounts. The Collection Agents are required to file quarterly reports
with the PUC providing specifically required details on all of their customers
who refuse to pay the monthly E-911 Surcharge. Once the required report
has been filed with the PUC the Collection Agent has no further responsibility
to collect the unpaid E-911 Surcharge. We found no instance during FY 2011,
FY 2012 or FY 2013 where the required report was filed with the PUC. In
spite of the failure to file the required reports, some Coliection Agents
withheld uncollected E-911 Surcharges from their remittances to the
Department of Administration. In its FY 2010 reported accumulated
uncollected E-911 Surcharges were $37,989. In FY 2011, FY 2012 and FY
2013 there were annual net uncollected surcharges in the amount of $9,751,
$10,377 and $7,192 respectively.

The reported accumulated E-911 surcharges as of the fiscal year end of FY
2011, FY 2012 and FY 2013 was $47,740, $58,117 and $65,309
respectively.

e We noted that among the various Collection Agents, there is a wide variance
in the number of exempt lines as a percentage of total lines reported. There
was no specific error or problem noted and it appears that the reason for this
percentage variance results from differing customer mixes among the various
Collection Agents. There are some Collection Agents who concentrate on very
large customers while other Collection Agents have a higher percentage of
individual accounts.

e The Collection Agents are required to remit the net collected E-911
Surcharges no later than forty-five days following the last day of the month in
which the Surcharge was collected. However, we noted that in many
instances some Collection Agents made their remittances intermittently,
sometimes later than the due date, and also sometimes more than one month
of E-911 Surcharges collected are remitted to DOA at one time.

The Collection Agents are required to file a quarterly report with the PUC on the
number of lines and accounts serviced together with the amount of their E-911
revenues, collections, remittances and administrative expenses. These reports
are due to be filed no later than forty-five days after the end of each quarter of
the fiscal year. We noted that in the past some of the Collection Agents failed to
file the required quarterly reports on a timely basis. However, all required
reports due through the quarter ended September 30, 2013 were filed by all
Collection Agents as of November 28, 2013.

Slater, Nakamura & Co, LLC Page | 31



6.0

E-911 Fiscal 2013 Surcharge Summary ‘

RECOMMENDATIONS

The Recommendations section provides the recommendations to the Guam PUC related our
review of the E-911Surcharge assessments, collections, remittances and reporting.

Based upon the investigation of the supporting documents, we recommend

that:

Recommendations

In order to assist the Collection Agents in understanding the proper
methodology and procedures to be followed in the E-911 Surcharge
assessment, collection, remittance and reporting process, we recommend that
each of the Collection Agents be encouraged to provide feedback and
comments on these annual reports.

Due to the diverse manner in which the Collection Agents are assessing the E-
911 Surcharge on prepaid accounts, we recommend that the PUC consider a
review of how the E-911 surcharge is being assessed on prepaid accounts.
We further recommend that an assessment be made on the extent of
uncollected E-911 Surcharge on prepaid accounts, if any.

In order to determine that all remittances are being paid to the DOA in a
timely manner, we recommend that the Collection Agents be required to file a
copy of the DOA remittance receipts for the E-911 payments together with
their quarterly reports filed with the PUC.

The Collection Agents are not following required procedures relative to
uncollected E-911 Surcharges. Each Collection Agent is required to file a
quarterly report with the PUC listing detailed information on each customer
who refused to pay the monthly Surcharge. Having completed that
requirement, the Collection Agents are then relieved of any further collection
responsibility. In our review of the procedures delineated by the PUC in its
June 24, 2002 Order relative to uncollected surcharges we find that the Order
sets out the reporting requirements on the part of the Collection Agents but it
fails to state who will bear the ultimate payment responsibility should the
Collection Agents fail to file the required reports.

o Some of the Collection Agents are not filing the required reports but are,
none-the-less, withholding remittance of the uncollected Surcharges.
Some Collection Agents are not filing the required reports but are not
deducting uncollected E-911 Surcharges from their remittances. We
recommend that any Collection Agent who makes a deduction for
uncollected surcharges from its remittances to DOA be required to file the
appropriate supporting reports with the PUC.

o We also recommend that the PUC review its previous orders relative to
uncollected E-911 Surcharges and make a determination whether or not
the failure of a Collection Agent to file the required reports relative to
uncollected surcharges results in the transfer of the responsibility for
payment to the Collection Agent.

Slater, Nakamura & Co, LLC Page | 32



> WO SIS OMENS e  eelud s ey ewDas  asS  eneed  sehend  sEEIS ok €107 hd seoueeg puny 8uisojy
g owg) — Gsoms)  Gsoms)  00ms)  G0md)  boows)  Gsons)  Osoms) 0w Geoes)  Gsowsl  fsows) (o) £107 A4 uady Aq paueay
£ bowes) 0 05 0 0 05 05 lssd) o 05 0 leeo're) 09 10 A4 2N 03 paLIajsuel] s1s0)
b e0osBTs) (0w bevoms)  (wonss)  BRSIS) lssTindl  bereas) (oswis) s (weees)  (Soveed)  (eeesens) (e oond £107 1400 0 siajsuel,
o YOI SOWES  SSTOEES  oGEEES LTS CeOES  BOETWS  wOSTES  LSORES  OURES  TOTED  LISBEEY  TGTSES £107 M JE0I1S
© 1. I 1 [’ i I 1. {i 1. 4 1. { i
S w BETOTS  SOTS  O0S  OOYGMS  ToES OIS LTS WIS LIS TSRS 0TS RIS 6L9ns £107 M suloay 45e)
|-
2 O RIS O9ELS eSS BOEOUTS eSS erRIS  ew0as  SEnS  cIsesS SIS SREIS  v60OS  SROAIS £102 A4 seouefeg puny 3ujado
o m n 1Mo}4 Spuny
S =
S d
5 =@ MW wWS  mos e wews o U [l w00 RS s msin el £107 A somuanay 1N
v)
i WH 0% S 08 05 05 % 08 08 0 0% 05 0 08 £107 M Swauisn{py
5 e @8 B b b W @ e o8 bu) ) bow lrzs) £107 A PR30 1163
D e W OSHOTS  peTOS  seB0NS  v00S WSS iS00S L9 mswas  usEas  OES  oens  SST £107 A Pa{lg somuanay
3¢
o
N o USET  weT  sOT 0o el mm  usn 0D MWl wdm  HED s sTe £107 M SaUN PRy 3N
14 __n ueY st 68T %ET T T T 408 W owy Wb 0K Ut 107 A SuaH uopelpuooay
H _.M._ GSTIOT  GOBOOT RO SOUST 6D GELSST  EITRT (9T RO OIKO  GGSEI IS ey SAUN 1N
> ww) e e bsem @) s b b Gwul Gew) o Gem) el (s 107 Adsoun dwarg
N_ O uewt T ewho g% 6% OB E6RO WO eI 0T WSTR w9ST WS saun e
Q _m AR I I L A L T 1 T 10 B 1 S VA £107 Ad soun predasg
L BT S <Y A Ao 11 SO v 2t S U S 1 T S 343 £107 A Saun pedisog
o
1 <
< <
% O
-
Q ﬂ £107 0 saquiaidag papu3 jeaj sy
m E spoday aouenway Juady uonaajjo) Jo Arewwng
W m_ 6300118000
< O NOISSIAWOD S3LNILA INdnd

33

Page

Slater, Nakamura & Co, LLC



(8]
£
£
jon
n
Q
[@)]
s
©
L
Q
1.
3
n
(42}
—
o
]
T
Q
ko)
L
i
]
<
1]

APPENDIX B - FISCAL YEAR 2012 SUMMARY OF
COLLECTION AGENT REMITTANCE REPORTS
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