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One of the significant problems with this proceeding, as will be discussed later, is differing data for\1

the same period presented by GWA.  In the spreadsheet provided by GWA (Copy of Attachment 2 -

with debt service coverage - October through December 2008), the projected DSCR is 0.10. This

means that GWA projects that it will only have available 1/10 of the debt service coverage required

in 2009. In another spreadsheet - the MFR for the upcoming rate case that has been filed, GWA

shows that the DSCR for 2009 without a rate increase is 0.63. 
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INTRODUCTION

The last base rate increase for Guam Waterworks Authority (“GWA”) was authorized in August
2007.  Immediately thereafter, GWA began experiencing what has turned out to be a number of
rate increases for electric service and for water purchased from the Navy:

LEAC Navy

Rate Water

Increases Increases

------------ -----------

August 2007 8.5%

October 2007 59%

March 2008 14.0%

June 2008 9.0%

October 2008 7.0% 16%

However, since October 2008 there have been 2 decreases in the LEAC factor, both of which
appear to have been omitted from the GWA presentation:

• On November 10, 2008 the PUC Ordered that the LEAC factor be reduced from
18.775 cents per kWh to 17.105 cents per kWh.

• On January 26, 2009 the PUC Ordered that the LEAC factor be lowered from 17.105
cents per kWh to 15.763 cents per kWh.  These 2 decreases of approximately 16% in
the LEAC factor completely offset the June 2008 and October 2008 increases.

In combination, GWA claims that these increases have contributed to the following financial
effects:

1. $4.3 million, or 30%, increase in energy and purchased water cost.
2. 2008 Debt Service Coverage (“DSC”) below 1.0.  DSC levels claimed by GWA are:

2008

September (0.16)

October ( 0.37)

December (0.46)

First quarter (0.33)

Annualized year + 0.10 \1

3. Potential technical default under the 2005 Revenue Bond indenture.
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4. Cash reaching dangerously low levels as of January 2009.



Allegedly, this is due to the time delay resulting from compliance with the notice requirements of\2

Guam's Ratepayer Bill of Rights.
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RELIEF SOUGHT

GWA has requested the PUC to conduct an expedited investigation into the adverse financial
impact of the claimed significant rate hikes in power and Navy water costs.  GWA suggests that
the higher power and Navy water costs would have required a rate increase of 10.73% if the rate
relief had been granted effective on October 1, 2008 (the beginning of GWA’s current fiscal
year) in order to compensate GWA to recover these higher costs not included in the prior base
rate case. Since there has not been any award to date, GWA suggests that a substantially higher
rate award would now be required due to compression.  In a schedule accompanying the General
Manager’s February 1, 2009 transmittal, GWA suggests that if a rate increase were awarded
effective on March 1, 2009, a rate increase of 16.84% would be required to recover the higher
power and water charges in the period remaining in the fiscal year.  It is noteworthy that this
increase is greater than the 12.9% increase that GWA has given Notice to its ratepayers it will
seek in connection with its soon-to-be-filed base rate case.

GWA claims that it is not in a position to seek interim relief .  Instead, it asks the PUC to:\2

1. initiate a rate investigation on its own motion.
2. increase GWA’s rates as soon as possible for at least, but not necessarily limited to,

the power and Navy water cost increases.

GWA also claims that there is a compression issue, in that the longer that rate action is delayed,
the higher will be the rate increase that will ultimately be mandated.  In making this claim, GWA
is assuming that the rate increase would be ramped up so that it is able to recover the annual
amount of the purchased water and power cost increases not covered by rates since October 1,
2007 in the period March 1, 2009 through September 30, 2009.

As we will state later in more detail, we are not in favor under the current circumstances of
considering any compression. GWA chose not to file a request for an increase through the
traditional channels with the appropriate Ratepayer Bill of Rights notice.  Rather, in one form or
another, GWA has been informally approaching the PUC over a long period of time in an effort
to get the PUC to initiate a rate investigation.  Had GWA simply followed the mandated
procedures and filed a formal request for rate relief, the proceeding would have been over by
now.  Thus, the alleged need for compression is attributable solely to GWA's hesitancy formally
to seek needed rate relief.

GCG has not researched the legal issue of whether compression in the current circumstance
could be deemed to constitute retroactive ratemaking.  However, in GCG's view, it would be bad
ratemaking policy and perhaps illegal.



From 1,500 gallons per minute to 900 gpm.\3
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INCONSISTENT DATA

There are a number of instances in which the data that GWA has provided lacks consistency,
which causes us not to have the level of confidence that normally would be expected or required
when changing rates.  This raises questions concerning the overall need for rate relief, interim or
otherwise, and the amount of relief that might be appropriate.

With no attempt to list each instance of inconsistent data, the following lists and discusses
briefly some of the inconsistencies that have been noted in the course of our review and which
cause us concern:

1. In item 2.c. of GWA Request for Emergency Relief, PUC Docket 09-02, GGC Requests for
Information - Set #1, GWA was asked:

What actions has GWA taken to reduce Navy water purchases?

GWA’s response was:

Our largest single point of Navy water purchase is in the Santa Rita area
near the Fena Water Treatment Plant.  In the past we purchased
approximately 1500 gallons per minute at this location.  It was limited to
1500 gpm only because the Navy restricted their feed to prevent more than
1500 gpm from flowing.  We have reduced our average usage from Fena
water to approximately 900 gpm.  This was accomplished by reducing
water losses and by increasing the amount of water moved from Talofofo
across island to the Agat/Santa Rita pressure zone.  (The reduction in losses
in A/SR is described in our response to leak detection RFI below.)  We
increased flow across island from 400 to about 600 gpm.  This water is
coming from the well fields in the north.

Total water production has decreased over time.  While it may be that purchases at Fena
were reduced, data provided by Mr. Olive on January 20, 2009 in support of a PUC-
initiated increase does not reflect a significant reduction in purchases from Navy.

 FY '07  FY '08  FY '09 

 ------------  ------------  ------------ 

 Water production (kGal) and costs 

 ----------------------------------------- 

 1.  Total water production  15,856,019  15,496,660  15,107,492 

 2.  Navy purchases  1,314,913  1,317,469  1,208,880 

While the Fena flow reduction is 40% , from 2008 to 2009 the Navy purchases are\3

projected to decline by only 8%.  No further explanation was provided nor was there



It is not clear whether the kWh data provided by GWA is all projected, or a mixture of actual and\4

projected data.  Nothing provided by GWA enables us to make this determination.
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enough time for follow-up discovery.  We also emphasize that the 2009 amounts are
projected.

2. In “Responses FY09_GWA_MFR GCG Feb2_09.xls”, provided by GWA, the purchases
from Navy in fiscal years ‘07 and ‘08 are identical to those above.  The projected 2009
purchases, however, are 1,137,058 (as contrasted to 1,208,880 above).  They also are
1,137,058 in the GWA-provided “Attachment_1_MFR_09 Schedule D F Jan30_2009.xls”
spreadsheet.

Basing the PUC-initiated increase on the lower Navy purchases provided by GWA in these
documents reduces the amount requested by GWA.

3. In item 3.a. of GWA Request for Emergency Relief, PUC Docket 09-02, GGC Requests for
Information - Set #1, GWA provided the following data concerning its consumption of
electricity:

FY 2007 FY 2008 FY 2009

kWh projected: 54,000,000 47,000,000 59,000,000 \4

In “Power_Water_Spreadsheet.xls”, GWA provided information that establishes that the
above, provided in this request for emergency relief, is projected data for all three years. 
That spreadsheet also provides actual power consumption data:

FY 2007 FY 2008

kWh actual: 47,101,915 60,582,865

Accordingly:

a. With water production declining, albeit slightly, from FY '07 to FY '08, the projected
information provided by GWA makes it appear that electric consumption fell
dramatically from FY ‘07 to FY ‘08, and then increased dramatically to FY ‘09. 
These figures appear unreasonable and are unsupported..

b. Nonetheless, actual water production declined slightly from FY ‘07 to FY ‘08, and yet
actual kWh consumption increased by 29%.  On a per gallon basis, kWh consumption
increased by 32%.  

c. The 59 million kWh projection for FY ‘09, which is the basis for the power
production part of GWA’s request at this time, is based on the kWh/kGal ratio that
was achieved in FY ‘08, which is 32% higher than it was in FY ‘07.  In effect, GWA’s



6

request at this time seeks to recover significantly higher rates to compensate for this
apparent decline in efficiency for which no explanation has been offered.

4. On February 1, 2009, Mr. Olive provided to Mr. Madan a document, with an Adobe PDF
attachment, concerning the level of increase GWA hoped to receive on a PUC-initiated
motion.  The attachment reflects the following purchased power costs:

 Avg Electrical cost ($ per kGal)  $ 0.75  $ 0.95  $ 1.04 

Water production (Kgal)  15,856,019  15,496,660  15,107,492 

Total purchase power  $ 11,914,539  $ 14,719,152  $ 15,711,792 

This is inconsistent with similar data provided in “Responses FY09_GWA_MFR GCG
Feb2_09.xls”:

 Total purchase power $ 11,914,539  $ 14,615,005  $ 16,261,312 

Taking all of the above into account, we reach the following conclusions concerning
GWA’s request and the data provided by GWA:

1. GWA wants the PUC to take the extraordinary action of increasing rates on its own
motion in a very short time frame.  The rate increase would be based on increases in
costs for purchases of water and electricity.

2. GWA has provided contradictory and inconsistent data.

3. The purchased water data that GWA would have the PUC use, in increasing rates on
its own, exceeds purchased water data provided by GWA in the Minimum Filing
Requirements (which GCG has possession of ) in the forthcoming rate case.

4. The purchased power data reflects significant increases in the level of power
purchases as a result of apparent inefficiencies in the use of electricity, with no
explanation.
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RECOMMENDATIONS

In spite of the inadequacies of the GWA presentation and lack of consistent data, GCG believes
that in the current circumstances the PUC should initiate this proceeding on its own motion. 
GWA will soon file for permanent rate relief and in that case there should be a thorough
investigation of all of the data issues presented here.  That GWA filing is expected to be received
at the end of February 2009.  GWA has also recently received a favorable rating review from
Fitch – from Stable to Positive.  While GWA does not have an investment grade rating, Fitch
indicated that with continued performance it could hope to achieve that status sometime in the
future.  Given the significant need for capital, an improved rating would be helpful in the
attraction of capital.

We have estimated appropriate values that the Commission, should it deem appropriate to do so,
might use in determining to increase GWA’s rates on its own initiative in spite of the
inconsistencies discussed in the previous section and other issues identified in this section.  

We recommend that the Commission consider authorizing an increase of 6.44% in base rates,
and that it do so without a compression adjustment.  This recommendation is based on the
following:

1. GWA’s request for a 10.73% uncompressed, 16.84% increase with compression is based
strictly on a comparison of its purchased power and water costs from 2007 to the increases
in those costs in 2008 and 2009.

2. GWA asks that the PUC increase rates to recover a cost increase of $5,735,560, as follows:

 Requested 

 Actual  Projected  Cost 

 GWA's REQUEST  FY '07  FY '09  Increase 

 ----------------------  --------------  --------------  ------------- 

 Purchased water 

 ----------------------- 

 Navy 

 1.      kGal purchase  1,314,913  1,208,880 

 2.       Cost per kGal  $ 2.05  $ 3.80 

 -------------  ------------- 

 3.       Total Navy cost  $ 2,695,572  $ 4,593,744  $ 1,898,172  L.1 x L.2 

 Air Force 

 4.      kGal purchase  19,988  56,357 

 5.       Cost per kGal  $ 1.50  $ 1.56 

 -------------  ------------- 

 6.       Total Air Force cost  $ 29,982  $ 87,917  $ 57,935  L.4 x L.5 

 --------------- 

 7.  Total water cost increase  $ 1,956,107  L.3 + L.6 



Subject to the uncertainties discussed throughout this report.\5
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 Purchased power 

 ----------------------- 

 8.  Avg Electrical cost ($ per kGal)  $ 0.75  $ 1.04 

 9.  Water production (Kgal)  15,856,019  15,107,492 

 -------------  ------------- 

 10.  Total power cost  $ 11,914,539  $ 15,711,792  L.8 x L.9 

 11.  Power cost increase  $ 3,797,253 

 --------------- 

 12.  Total 2-year cost increase  $ 5,753,360  L.7 + L.11 

=========

While we strongly disagree with the concept of single-issue ratemaking, we also recognize\5

that these costs appear to have increased and that GWA’s Debt Service Coverage (“DSC”)
has fallen and is projected to fall further.  In materials prepared for the upcoming base case,
the claimed DSC results are:

FY ‘07 1.07
FY ‘08 1.10
FY ‘09 0.63 without increase
FY ‘09 1.39 with increase.

3. We believe that GWA has supported the existence of a real increase in purchased water
costs, albeit not at the level requested by GWA.  As noted in the prior section of this report,
substantial questions remain concerning the appropriate amount of Navy purchases to be
reflected as a revenue requirement for ratemaking purposes.  This will be addressed in the
upcoming base rate case to be filed by GWA.

In contemporaneous documents, GWA has provided differing estimates for purchases from
the Navy.  The following table compares the purchases and costs provided by GWA to
those that we recommend the PUC consider in this proceeding:

 GWA  Recommended 

 PURCHASED WATER COSTS  ---------------  ------------------ 

 ------------------------------------- 

 Water production (kGal) and costs 

 ----------------------------------------- 

 Navy 

 1.      kGal purchase  1,208,880  1,137,058  (1)  

 2.       Cost per kGal  $ 3.80  $ 3.80 

 -------------  ------------- 

 3.       Total Navy cost  $ 4,593,744  $ 4,320,821  L.1 x L.2 



9

 Air Force 

 4.      kGal purchase  56,357  56,357 

 5.       Cost per kGal  $ 1.56  $ 1.56 

 -------------  ------------- 

 6.       Total Air Force cost  $ 87,917  $ 87,917  L.4 x L.5 

 7.  Total water cost  $ 4,681,661  $ 4,408,738  L.3 + L.6 

 8.  FY '07 purchased water cost  2,725,554  2,725,554 

 ----------------  ---------------- 

 9.  Increase in purchased water cost  $ 1,956,107  $ 1,683,184  L.7 - L.8 

 ========  ======== 

 (1)   Recommended volume from: 

 "Responses FY09_GWA_MFR GCG Feb2_09.xls" and from  

 "Attachment_1_MFR_09 Schedule D F Jan30_2009.xls." 

4. GWA seeks a cost increase of $3,797,253 for purchased power, based on the following:

 Actual  Actual  Projected 

 FY '07  FY '08  FY '09 

 Purchased power cost  ------------  ------------  ------------ 

 ------------------------------------ 

 1.  Avg Electrical cost ($ per kGal)  $ 0.75  $ 0.95  $ 1.04 

 2.  Water production (Kgal)  15,856,019  15,496,660  15,107,492 

 ---------------  ---------------  --------------- 

 3.  Total purchased power cost  $ 11,914,539  $ 14,719,152  $ 15,711,792  L.1 x L.2 

 4.  Increase from FY '07 to FY '09  $ 3,797,253 

 Energy Consumption and Cost 

 ------------------------------------- 

 5.  kWh  47,101,915  60,582,865  59,000,000 

 6.  kWh / kGal  2.97  3.91  3.91  L.5 / L.2 

Based on the above, GWA’s requested increase in purchased power costs appears to be
based on an increase in kWh/kGal from 2.97 in FY ‘07 to the level achieved in FY ‘08,
3.91.  That is a 32% decrease in efficiency.

Obviously, the accuracy of this conclusion depends on the accuracy of the kWh and water
production data that has been provided, about which we have severe reservations.
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5. We have calculated a reasonable increase in electric consumption and cost from FY ‘07 to
FY ‘09 of $1,967,084, as follows:

 

 FY '07  Recommended  Increase 

 PURCHASED POWER COSTS  ---------------  ------------------  ------------- 

 ------------------------------------- 

 1.  Water production (Kgal)  15,107,492 

 2.  kWh / kGal  2.97 

 -------------- 

 3.  kWh  47,101,915  44,878,340 

 4.  Estimated LEAC rate  0.10797  0.15763 Lines 21 & 20 

 --------------  -------------- 

 5.  Estimate LEAC charge  $ 5,085,547  $ 7,074,173  $ 1,988,626 L.3 x L.4 

 6.  Total purchased power  11,914,539 

 -------------- 

 7.  Estimated base electric cost, FY '07  $ 6,828,992 L.6 - L.5 

 8.  Average base electric cost per kWh  $ 0.14498 L.7 / L.3 

 9.  Increase base rate by 6%  $ 0.15368 L.8 x 1.06 

 -------------- 

 10.  Estimated base electric cost, projection  $ 6,897,008 L.3 x L.9 

 11.  Increase in base electric cost  68,015 L.10 - L.7 

 -------------- 

 12.  Total recommended electric cost increase  $ 2,056,641 

 ======== 

 LEAC rates and dates  

 ---------------------------- Months in 

 place in 

 FY '07 LEAC rate

 ------------   ------------ 

 13.  through 2/07  4 

 14.  Feb 07  6  0.098589 

 15.  Aug 07  2  0.108893 

 16.  Mar 08  0.123957 

 17.   June 08  0.150467 

 18.  Oct 08  0.170440 

 19.  Dec 08  0.187750 

 20.  Feb 09  0.171050 

 0.157630 

 21.  Time-weighted average LEAC  0.10797 

GWA has stated that its electric consumption in FY ‘07 was 47,101,915 kWh.  The data
that GWA used to prepare its request assumed a 32% increase in the amount of electricity
used per kGal of water produced.  Without substantial explanation and justification, such
an increase is unacceptable and should not be used in the establishment of water rates,
either on a temporary or permanent basis. We understand that this represents a significant
difference in energy between that claimed by GWA and this estimate.  GWA does indicate
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that there is continuing discussion that is currently taking place to evaluate the appropriate
meter readings.

Accordingly, applying the kWh / kGal rate achieved in FY ‘07, according to GWA, to the
water production projection produces a kWh consumption, for ratemaking purposes, of
44,878,340 kWh (line 3).  

We then estimated the LEAC rate paid by GWA in FY ‘07 and multiplied it by FY ‘07
electric consumption to derive the LEAC revenues paid by GWA in FY ‘07.  We also
multiplied the recommended kWh consumption by the current LEAC rate to determine the
LEAC revenues that should be allowed.  The difference, $1,988,626, is a reasonable
estimate at this time for the increase in LEAC rates.

We also estimated the base electric cost in FY ‘07, which was then increased by the 6%
GPA rate increase scheduled to become effective March 1, 2009.

6. Based on the above, the recommended total increase is 6.60%:

 FY '07  FY '09  Increase 

 ------------  ------------  ------------ 

 Total increase in costs 

 ------------------------------- 

 1.  Water  $ 2,725,554  $ 4,408,738  $ 1,683,184 

 2.  Power  11,914,539 13,971,980  2,056,641 

-------------- --------------  ------------- 

 3.  Total $ 14,640,093 $ 18,379,918  $ 3,739,825 

 4.  GWA rate based revenue  $ 56,700,000 

 Percent increase in GWA rate based revenue 

 ------------------------------------------------------- 

 5.  Water 2.97%  L.1 / L.4 

 6.  Power 3.63%  L.2 / L.4 

 ------- 

 7.  Total 6.60%  L.3 / L.4 



Subject to verification and normalization.\6
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CLOSING THOUGHTS

GWA’s rates were changed in August 2007, near the end of FY ‘07.  Despite cost increases
experienced during FY ‘08, GWA achieved a DSCR of 1.10x in 2008  .  Without a rate increase,\6

it is projecting a DSCR of 0.63X in FY ‘09.  What remains unexplained in this data is why the
DSCR is projected to decline by so much during FY ‘09.

Our preliminary analysis of the data suggests that certain GWA costs contain significant
increases and while we do not know if the increases are reasonable or justified, they do cause a
significant decrease in the DSCR, in fact in the same order of magnitude of the water and power
increases.  As discussed above, while the (projected) purchased power cost per kGal has
increased, the reason for that increase is because the kWh / kGal ratio has increased (i.e., a
decrease in efficiency).  That ratio is or at least should be somewhat within GWA’s control. 
While it cannot control the rate it pays for electricity, it can take actions that preclude a sharp
increase in the apparent rate of electric consumption per kGal of water produced.

With regard to expense increases discussed above, GWA is showing sharp increases in salaries
and wages and A&G expenses:

Two Year

FY '07 '08 - '07 '09 - '08 Increase

---------------- -------------- ---------------- ----------------

Salaries and Wages  $ 14,932,375  $ 1,076,863  $ 2,595,515  $ 3,672,378 25%

A&G Expenses  5,906,311  (525,667)  1,932,265  1,406,598 24%

TOTAL $5,078,976

When asked about the increase in labor, GWA’s response was:

What is causing the labor to increase dramatically?  Is that a major contributing
factor to the DSCR decline?

“Dramatically” may be an overstatement! The increase (FY 2008 vs
FY2009) is primarily attributable to normal growth which is estimated to be
a factor of 6% of FY2008 actuals. This rate is to account for salary
increments, promotions, overtime, benefits etc., and estimated CTP
requirements. Yes, the increase is a contributing factor like all other
revenue requirements, but not a major factor when considered in
perspective to power and water increases.

While GWA is claiming normal growth, 6%, as the increase, the data shows that salary and wage
and A&G expense are increasing, over two years, at a rate of 25%.  These cost increases must be
justified in the upcoming base rate proceeding. No PUC review and approval of CTP wage
increases has been requested by GWA nor approved by the PUC.



Documents Referenced in Preparing Report

1. Correspondence - GWA to Commission Chairman Jeffrey C. Johnson.

2. February 1, 2009 correspondence - Leonard Olive to Jamshed K. Madan

3. Table 1,2,3, re Olive Letter.pdf, referenced in Item #1

4. GWA Response GCG Request for Information Set 1

5. Responses FY09_GWA_MFR GCG Feb2_09.xls (portion used).

6. Attachment_1_MFR_09 Schedule D F Jan30_2009.xls (portion used).

7. Power_Water_Spreadsheet.xls



1

Correspondence - GWA to Commission Chairman Jeffrey C. Johnson.



























1

February 1, 2009 correspondence - Len Olive to Jamshed K. Madan



Jim,  

Please see my responses to your questions in red below and the backup 

for the responses in the three Tables attached.  

It is now 11:00pm SuperBowl Sunday your time, so I just barely made 

my promise to get this to you before Monday! 

Regards,  

LenO 

  

From: Jamshed K. Madan [mailto:jkmadan@gmail.com]  
Sent: Sunday, February 01, 2009 11:16 AM 
To: Olive, Leonard 
Cc: Fred Horecky; emargerison@snet.net; William J. Blair; Johnson, Jeff; Olive, Leonard; Gawlik, Larry; 
gdcmgr@ite.net; staylor@ite.net; John Benavente; Greg Cruz 
Subject: Re: Emergency Petition 

  

Thanks Len:lme things that would help: 

•         What are you asking for in $ and %?  Approximately 11%. Please refer to Table 1 in the 
attachment. Please note however, this is predicated on the rate taking effect at the 
beginning of FY2009 (Table 1). As part of the analysis, a compression schedule has been 
included which describes the required rate at any given point in time (Table 2). 

• Do you have a tariff worked out?  No, but given the small window of time for a 
response, Table 3 is our best shot at this time. 

• Are you asking for increases on the lifeline rates? No, please refer to Tables. 
• What is causing the labor to increase dramatically? Is that a major contributing 

factor to the DSCR decline? ”Dramatically” may be an overstatement! The 
increase (FY 2008 vs FY2009) is primarily attributable to normal growth which is 
estimated to be a factor of 6% of FY2008 actuals. This rate is to account for 
salary increments, promotions, overtime, benefits etc., and estimated CTP 
requirements. Yes, the increase is a contributing factor like all other revenue 
requirements, but not a major factor when considered in perspective to power and 
water increases. 

• Why have revenues fallen off? Is that not a factor in the DSCR decline? Revenues 
have not fallen off: FY2007, $47million +/-; FY2008, $53million +/-; FY2009, 
$57million +/- with NO rate adjustment (see Table 1) or $63million +/- with 
12.9% rate adjustment. 



• This case is still just power and water increases? Is there a change? No change 
unless GCG and the PUC recommend otherwise. 

• Will you change your request in the permanent rate case? It will depend on the 
amount of relief granted by the PUC. 
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Table 1,2,3, re Olive Letter.pdf, referenced in Item #1.
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GWA Response GCG Request for Information Set 1



GWA REQUEST FOR EMERGENCY RELIEF 
PUC DOCKET 09-02 

GCG REQUESTS FOR INFORMATION - SET #1 
 

1. In the format of the Minimum Filing Requirements (last rate case) provide the 
following for Schedule A; Schedule B; Schedules C, C! and C2; Schedule D; and 
Schedule F:  

Schedule Status 

A Pending 

B Pending 

C Pending  

C1 Submitted 01_31_09,  

C2 Submitted 01_31_09,  

D Submitted 01_30_09,  

F Submitted 01_30_09, 

 
a. 2007 actual; 2008 actual; and 2009 budget; 

 
2. With respect to water purchases from the Navy, provide for 2007, 2008 and 2009 

(projected or budget): 
a. The rate for water purchased, indicating the date of the price change; 

FY2007 FY2008 FY2009 

Rate (per kgal): $2.09 $3.25 $3.80 

Effective Date:  10/01/2006 10/01/2007 10/01/2008 

 
b. The volume of water purchased; 

FY2007 FY2008 FY2009 

Volume (kgal): 1,314,913 1,317,469 1,209,000 (a) 

(a) projected 
 

c. Explanation of the increase of water purchased from Navy from 868 Kgals 
in 2008 to 1,209 Kgals in 2009 (projected).  
We concluded that the actual volume in FY2008 was a representative amount of 
purchases for FY2009.  At the time,  the FY2008 volume was    based on annualized data 
from nine (9) months of actual volume and further reduced by projected line losses to 
arrive at the projected level for FY2009. 

 
Provide the basis for the 2009 projection and actual consumption to date. 
FY2008 purchases (kgal): 1,273,000 
Projected reduction in line loss: 3% 
Projected purchases (kgal): 1,209,000 
  
FY2009 Consumption as of 12/31/08 (Kgal): 362,000 

 
What actions has GWA taken to reduce Navy water purchases? 
Our largest single point of Navy water purchase is in the Santa Rita area near the Fena 

Water Treatment Plant.  In the past we purchased approximately 1500 gallons per 
minute at this location.  It was limited to 1500 gpm only because the Navy 
restricted their feed to prevent more than 1500 gpm from flowing.  We have reduced our 
average usage from Fena water to approximately 900 gpm.  This was accomplished by 



reducing water losses and by increasing the amount of water moved from Talofofo across 
island to the Agat/Santa Rita pressure zone. (The reduction in losses in A/SR is described 
in our response to leak detection RFI below.)  We increased flow across island from 400 
to about 600 gpm.  This water is coming from the well fields in the north. 

 
In the future we will be able to produce more water at Ugum and move more water cross 
island to A/SR pressure zone.  In addition to Ugum project completion (2009) we need 
some booster station upgrades to increase our pumping capacity beyond what we are 
currently moving from the north. 

 
d. What are the projected losses associated with Navy water purchases. 

Unfortunately we do not have the sufficient data for calculating losses 
associated with Navy water purchases.    The charges for water purchases 
are based on readings from master meters and the Navy does not disclose 
service addresses for the customers served by the meters.     

 
3. With respect to power purchases for 2007, 2008 and 2009 (projected or budget): 

a. The Kwh used for each year; 
FY2007 FY2008 FY2009 

Kwh projected:  54,000,000 47,000,000 59,000,000 

 
b. Price per Kwh broken down by base rate and LEAC over the time period. 

Provide the date for each rate change. 
Description Effective Date Rate/Kwh 

LEAC August 2007 $ .123957 

LEAC March 2008    .150467 

LEAC June 2008    .170440 

LEAC October 2008    .187750 

LEAC December 2008    .171050 

LEAC February 2009    .157150 

   
 
  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Description Effective Date Rate/Kwh 

Base – SchS3 October 2007 – January 2009 $8.09 

 February 2009 - present   8.58 

Base – SchS1 October 2007 – January 2009   8.09 

 February 2009 - present   8.58 

Base - SchL October 2007 – January 2009 19.43 

 February 2009 - present 20.60 

Base – SchK3 October 2007 – January 2009 16.19 

 February 2009 - present 17.16 

Base – SchK1 October 2007 – January 2009 16.19 

 February 2009 - present 17.16 

Base - SchF5 October 2007 – January 2009 26.34 

 February 2009 - present 27.92 



c. Total dollars paid for power purchases. 
 

FY2007 FY2008 FY2009 

Actual:  $11,914,000 $14,615,000 $16,261,000 (b) 

(b) projected 
 

d. Provide an explanation as to why Kwh purchased per Kgal of water 
production1 increase from 2.97 in 2007 to 3.91 in 2008.  
A power audit is currently underway and GWA and GPA are currently 
working together to investigate the volatility in Kwh consumption.  For 
example, sometime in November 2008 a credit adjustment was made in 
favor of GWA amounting to approximately 2.0M Kwh for  we were 
successful in identifying in our favor a credit adjustment for FY2008 
consumption amounting to approximately 2.0M Kwh.  The audit is 
ongoing and constitutes analyzing approximately 250 meters.     
 
What is the comparable figure in 2009 and what are actual power 
purchases to date? 
FY2009 estimated Kwh per kgal: 3.91  
FY2009 power purchases as of 12/31/2008: $ 3,992,000 
 

e. What is the cost of power purchases associated with water line losses? 
We can only conclude based on the average water loss rate of 53% in 
FY2008,   power purchases associated with line losses is $7.8M ($14.6M 
times 53%). 
 

4. To the extent some amount of relief is awarded, does GWA propose to provide 
for any increase in the lifeline rate? $-0- 
 
If not, provide the 2009 (budget or projected) revenues before the proposed 
increases broken down for water and wastewater excluding lifeline and surcharge 
revenues. 
 
Description Revenue w/o Increase Revenue w/Increase 

Water 33,800,000 38,200,000 

Wastewater 13,900,000 15,701,000 

Lifeline 434,000 434,000 

Surcharges 4,800,000 5,400,000 

Total 52,934,000 59,735,000 

 
5. For 2009, Provide:  Submitted 01/30/09 

a. Monthly financials for October through December 2008. 
b. Coverage calculations through December 2008. Provide details for both 

the numerator and denominator. 
c. Coverage calculations projected for the remainder of the year. Provide 

details for both the numerator and denominator. 

                                                 
1 Please confirm that water production is water produced and not water sold. 



6. What current information has been shared with the Fitch rating agency regarding 
Navy water purchases, power purchases and debt service coverage? Provide a 
copy of whatever has been provided to Fitch. 
Please refer to Attachments (submitted 01/30/09). 
 

7. Please indicate whether GWA has implemented the second step of the salary 
increases for CTP. If so, when and whether any approval was sought from the 
PUC pursuant to the Contract Review Protocol and whether there is a CCU 
Resolution approving such action. Provide if available. If the increase has not 
been implemented, indicate if and following what protocol will it be 
implemented. 
GWA has not implemented the second step of the CTP increases.  The CCU has 
approved the incremental adjustments and a copy of the  CCU resolution will be 
provided by February 2, 2009.  Implementation is subject to improvements in 
GWA’s financial condition and the projected impact on revenue requirements is 
estimated at $850,000.   
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GUAM WATERWORKS AUTHORITY
Schedule A - Revenue Requirement (Combined)

1. FY2009 FY2009

2. FY2007 FY2008 w/o Incr. w. Incr.

3. (A) (B) (C) (D)

4.

5. OPERATING REVENUES

6. Water Revenues 27,535,265$       30,542,672$       32,014,734$       32,014,734$       

7. Wastewater Revenues 14,131,314         16,261,253         17,086,927         17,086,927         

8. Other Revenues & System Development Charge 912,118              1,249,713           3,481,720           3,481,720           

9. GPA/Navy Surcharge 3,514,028           3,466,617           3,090,096           3,489,028           

10. Retiree Surcharge 1,535,105           1,504,950           1,343,018           1,516,402           

11.

12. Requested Increase 5,705,809           

13. Total Operating Revenues 47,627,830$       53,025,205$       57,016,495$       63,294,620$       

14.

15.

16. OPERATING & MAINTENANCE EXPENSES

17. Power Purchases 11,914,539$       14,615,005$       16,261,312$       16,261,312$       

18. Water Purchases 2,820,954           4,408,514 4,445,289$         4,445,289$         

19. 14,735,493$       19,023,519$       20,706,601$       20,706,601$       

20.

21. Salaries and Wages 14,932,375$       16,009,238$       18,604,753$       18,604,753$       

22. Intentionally Left Blank

23. Administrative and General Expenses 5,906,311           5,380,644           7,312,909           7,312,909           

24. Intentionally Left Blank

25. Intentionally Left Blank

26. Intentionally Left Blank

27. Intentionally Left Blank

28. Intentionally Left Blank

29. Intentionally Left Blank

30. Intentionally Left Blank

31. Depreciation Expense 9,748,542           10,676,795         10,767,963         10,767,963         

32. Contractual Expense 3,433,330           3,313,820           3,612,341           3,612,341           

33. Bad Debt Expense 859,601              1,000,000           598,129              598,129              

34. Intentionally Left Blank

35. Intentionally Left Blank

36. Total Operating Expenses 49,615,652$       55,404,016$       61,602,696$       61,602,696$       

37.

38. Operating Net Income (Loss) (1,987,822)$       (2,378,811)$       (4,586,201)$       1,691,924$         

39.

40. Interest Income-Construction Fund 3,225,083$         1,763,765$         250,000$            250,000$            

41. Interest Income-Other Funds -                     -                     -                     -                     

42. Interest Expense-Bonds (6,266,080)         (6,182,047)         (5,746,544)         (5,746,544)         

43. Interest Expense-Others (86,348)              (254,209)            (254,209)            

44. AFUDC 2,136,807           2,120,806           1,002,000           1,002,000           

45. Amortization of Issuance Costs (68,262)              8,050                  (68,262)              (68,262)              

46. Grants 1,656,861           2,702,996           1,900,000           1,900,000           

47. Other Expenses/Income (570,375)            -                         (275,000)            

48. Supplemental/COLA Annuities (1,630,817)         -                         

49. Recoveries of bad debts 27,086                997,278              500,000              

50. Net Income (Loss) (1,933,050)$       (2,598,780)$       (7,278,216)$       (1,225,091)$       

51.

52. Depreciation Expense on Contrib. Capital

53.

54. NET INCREASE (DECREASE) in Capital (1,933,050)$       (2,598,780)$       (7,278,216)$       (1,225,091)$       

55.
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1. FY2009 FY2009

2. FY2007 FY2008 w/o Incr. w. Incr.

56.

57. DEBT SERVICE COVERAGE CALCULATION (2,782,172)$       

58.

59. Earnings from Operations (1,987,822)$       (2,378,811)$       (4,586,201)$       1,691,924$         

60. Investment Income-Other Funds -                     -                     -                     -                     

61. Transfer from (to) restricted fund -                     

62. Unfunded Retirement Liability 749,533              850,000              1,000,000           1,000,000           

63. Interest/Investment Income 3,225,083           1,763,765           250,000              250,000              

64. Recoveries 27,086                997,278              500,000              500,000              

65. GPA/Navy Surcharge (3,514,028)         (3,466,617)         (3,090,096)         (3,489,028)         

66. Depreciation 9,748,542           10,676,795         10,767,963         10,767,963         

67. Balance Available for Debt Service 8,248,394$         8,442,410$         4,841,666$         10,720,859$       

68.

69. Debt Service

70. Interest 5,839,794$         5,746,544$         5,648,544$         5,648,544$         

71. Principal 1,865,000           1,960,000           2,058,000           2,058,000           

72. 7,704,794$         7,706,544$         7,706,544$         7,706,544$         

73.

74.

75. Debt Service Coverage (DSC) 1.07 1.10 x 0.63 x 1.39

76.

77.

78. CASH FLOW STATEMENT

79.

80. Net Income (Loss) (1,933,050)$       (2,598,780)$       (7,278,216)$       (1,225,091)$       

81. Add: Depreciation & Amortization 9,816,804           10,668,745         10,836,225         10,836,225         

82. Deduct: AFUDC (2,136,807)         (2,120,806)         (1,002,000)         (1,002,000)         

83. Deduct: Interest Income-Construction Fund (3,225,083)         (1,763,765)         (250,000)            (250,000)            

84. Transfer from (to) restricted fund - RSTF -                         -                         

85. Subtract: Principal Payments (1,865,000)         (1,960,000)         (1,960,000)         (1,960,000)         

86. Working Capital Change (Increase)Decrease -                         -                         

87. Capital Improvement Projects [Internal} (62,532)              (316,991)            (2,000,000)         (2,000,000)         

88. Capital Improvement Projects [Grants] (1,656,861)         (2,702,996)         (1,900,000)         (1,900,000)         

89. CAP I Fund -                         -                         -                     -                         

90. Long Term Debt Proceeds -                         -                         

91. Construction Fund (LT Debt) -                         -                         

92. Inventory Purchases -                         -                         -                         -                         

93. O&M, Renovation, Replacement Reserve -                         -                         

94. Rate Stabilization Fund -                         -                         

95. Surcharge Payment (GPA & Navy) (3,438,618)         (3,344,915)         (3,391,860)         (3,391,860)         

95. Self Insurance Funding -                         

95. Retirees' Benefits payment (Prior Obligation) 473,252              1,000,000           1,000,000           

95. Cash Surplus (Deficit) (4,501,147)$       (3,666,256)$       (5,945,851)$       107,274$            
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GUAM WATERWORKS AUTHORITY
Schedule D - Details of Water Purchases

FY2007 FY2008 FY2009

(A) (B) (C)

1. Water Purchases

2.

3.

4. Navy Contract

5. Purchased kGal 1,314,913               1,317,469               1,137,058               

6. Rate Per Kgal 2.09$                      3.25$                      3.80$                      

7. Total Purchase Costs 2,748,168.00$        4,281,580.30$        4,320,820.91$        

8. Other Costs 0 0 0

9. Total Costs 2,748,168.00$        4,281,580.30$        4,320,820.91$        

10.

11. Earthtech Contract

12. Purchased kGal -                          -                         -                         

13. Rate Per Kgal -$                        -$                       -$                       

14. Total Purchase Costs -$                        -$                       -$                       

15. Other Costs

16. Total Costs -$                        -$                       -$                       

17.

18. Airforce Contract

19. Purchased kGal 48,524                    84,622                    82,979                    

20. Rate Per Kgal 1.50$                      1.50$                      1.50$                      

21. Total Purchase Costs 72,786.00$             126,933.70$           124,468.10$           

22. Other Costs 0 0 0

23. Total Costs 72,786.00$             126,933.70$           124,468.10$           

24.

25. Other Contract

26. Purchased kGal

27. Rate Per Kgal -$                        -$                       -$                       

28. Total Purchase Costs -$                        -$                       -$                       

29. Other Costs

30. Total Costs -$                        -$                       -$                       

31.

32. Other Contract

33. Purchased kGal

34. Rate Per Kgal -$                        -$                       -$                       

35. Total Purchase Costs -$                        -$                       -$                       

36. Other Costs

37. Total Costs -$                        -$                       -$                       

38.
39. Grand Total 2,820,954$             4,408,514$             4,445,289$             

40.

41. From Sch A 2,820,954               4,408,514               4,445,289               

42.

43. -                          -                         -                         

44.

45. -                         
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GWA

Power and Water Costs

Power

Fiscal Year  Projected  Actual  

 Projected KWH 

Consumption 

Actual KWH 

Consumption 

Total Water 

Production 

(kgal)

Avg. Cost 

per kgal

Avg. KWH per 

kgal

FY2007 12,382,250$       11,914,000$    54,058,000             47,101,915   15,857,000    0.75 2.97

FY2008 11,642,766         14,615,000      47,101,915             60,582,865   15,496,000    0.94 3.91

FY2009 16,261,000$       -$                     59,062,038             -                    15,107,000    1.08 3.91

-5%

Q. Was the last rate case using FY2007 as a test year?

Q. I note that the increased power costs 2008 v 2007 is also related to increased kWh consumption.  Cause or Causes?

Q. Production = Sales more or less?  When the need for increased electricitiy for same level of sales?

Navy Water Purchase

Fiscal Year Projected (a)  Actual Projected kgal Actual Kgal Cost per kgal

FY2007 3,800,000$         2,748,168$      1,818,182 1,314,913 2.09                    

FY2008 2,820,954           4,281,774        867,986 1,317,469 3.25                    

FY2009 4,594,200$         -$                     1,209,000 -                    3.80                    

Q. Is the annual increase from the Navy unlimited?  Negotiable?  Can or did GWA inquire the cuases for these per kGal increases?

Q.  In our earlier correspondence, I suggested that you show the DSCR every month and you concurred.  Would you provide the DSCR ratio for

 FY 2007 and Fy2008 and FY 2009 with the components of the Debt Service shown and the computation of the earnings used for the numerator

of that ratio?

Q. Are you able to show (qauntify) what GWA is not doing as a result of these unfavorable variances?

(a) does not include Air Force water purchases


