












4 

GOVERNMENT OF GUAM 
 

Management’s Discussion and Analysis 
Year Ended September 30, 2006 

 
 
 
Our discussion and analysis of the Government of Guam (“GovGuam”) financial performance provides 
an overview of GovGuam’s financial activities for the fiscal year ended September 30, 2006.  Please 
read it in conjunction with GovGuam’s basic financial statements, which follow this section.  Fiscal year 
2005 comparative information has been included, where appropriate.  The amounts included for fiscal 
year 2005 for the purpose of comparisons have been restated, as further detailed in the fiscal year 2006 
notes to the basic financial statements. 
 
 
FINANCIAL HIGHLIGHTS 
 

• For the fiscal year ended September 30, 2006, GovGuam’s total net assets decreased by $221.6 
million (or 345.7%) from net assets of $64.1 million in the prior year to a net deficiency of 
$157.5 million.  This decrease is primarily attributable to extraordinary items relating to the cost 
of living allowance (COLA) judgment of $123.6 million and an increase in the provision for tax 
refunds relating to Earned Income Tax Credits (EITC) of $30 million.   

 
• During fiscal year 2006, GovGuam’s expenses for governmental activities were $770.7 million, 

including expenses recorded or payments made or due to the autonomous agencies, and were 
funded in part by $261.4 million in program revenues and $427.5 million in taxes and other 
general revenues excluding extraordinary items of ($139.8 million).  Expenses were up from 
fiscal year 2005 by $43.3 million (or 5.6%) whereas program revenues were up from fiscal year 
2005 by $19.6 million (or 7.0%).  This increase in program revenues was primarily due to a 
increase in operating grants and contributions ($19.3 million). 

 
• For the fiscal year ended September 30, 2006, the General Fund reported general fund 

appropriations (including transfers out) of $495 million, $175.7 million in excess of revenues 
(including transfers in) of $472.9 million down by $0.2 million from fiscal year 2005.  The 
excess of reported appropriations over revenues are due to an increase in extraordinary items 
relating to the COLA and EITC judgment liabilities of $153.6 million plus a decrease in 
revenues of $10.9 million. 

 
• At September 30, 2005, the General Fund reported a total fund balance deficit of $524.0 million, 

which is an increase of $180 million from the prior year deficit of $348.4 million.  This change 
in the deficit is primarily attributable to an increase in the deficit of the unreserved general fund 
balance of $162.2 million (or 31.0%) and reserve for related assets of $14.4 million (or 2.7%), 
offset by a decrease in continuing appropriations of $5.3 million (or 1.0%). 

 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to GovGuam’s basic financial 
statements.  GovGuam’s basic financial statements comprise three components: 1) governmental-wide 
financial statements, 2) fund financial statements, and 3) notes to the financial statements.  This report 
also contains additional required supplementary information in the form of budgetary schedules, which 
are prepared on the budgetary basis of accounting, and other optional supplementary information, in 
addition to the basic financial statements themselves, which includes combining statements for 
governmental funds and component units. 
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Government-wide Financial Statements 
 
The government-wide statements report information about GovGuam as a whole using accounting 
methods similar to those used by private-sector companies.  The statement of net assets includes all of 
the government’s assets and liabilities.  All of the current year’s revenues and expenses are accounted 
for in the statement of activities regardless of when cash is received or paid. 
 
The two government-wide statements report GovGuam’s net assets and how they have changed. Net 
assets - the difference between GovGuam’s assets and liabilities - is one way to measure GovGuam’s 
financial health or position. 
 

• Over time, increases or decreases in GovGuam’s net assets are an indicator of whether its 
financial health is improving or deteriorating, respectively. 

 
• To assess the overall health of GovGuam you need to consider additional non-financial factors 

such as changes in GovGuam’s tax base, the condition of GovGuam’s roads and infrastructure, 
and the quality of services. 

 
The government-wide financial statements of GovGuam are divided into two categories: 
 

• Primary government - this grouping comprises governmental activities, which includes most of 
GovGuam’s basic services such as education, public safety, health, finance, judiciary, and 
general administration.  Local sourced tax revenues and other federal grants finance most 
activities of the primary government. 

 
• Discretely presented component units - GovGuam includes numerous other entities in its report.  

Although legally separate, these “component units” are important because GovGuam is 
financially accountable for them. 

 
Fund Financial Statements 
 
The fund financial statements provide more detailed information about GovGuam’s most significant 
funds - not GovGuam as a whole.  Funds are accounting devices that GovGuam uses to keep track of 
specific sources of funding and spending for particular purposes. 
 

• Some funds are required by enabling legislation. 
 

• GovGuam establishes other funds to control and manage money for particular purposes (like 
Solid Waste Operations Fund) or to show that it is properly using certain grants (like federal 
grants reported in the Federal Grants Fund). 

 
GovGuam has two kinds of funds: 
 

• Governmental funds - Most of GovGuam’s basic services are reported in governmental funds, 
which focus on how money flows into and out of those funds and the balances left at year-end 
that are available for spending.  These funds are reported using an accounting method called 
modified accrual accounting, which measures cash and all other financial assets that can readily 
be converted to cash.  The governmental fund statements provide a detailed short-term view of 
GovGuam’s general government operations and the basic services it provides.  Governmental 
fund information helps determine whether there are more or fewer financial resources that can be 
spent in the near future to finance GovGuam’s programs. 
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Fund Financial Statements, Continued 
 

• Fiduciary funds - GovGuam is the trustee, or fiduciary, for other assets that because of trust 
arrangement, can be used only for the trust beneficiaries.  GovGuam is responsible for ensuring 
that the assets reported in these funds are used for their intended purposes.  All of GovGuam’s 
fiduciary activities are reported in a separate statement of fiduciary net assets and a statement of 
change in fiduciary net assets.  We exclude these activities from GovGuam’s government-wide 
financial statements because GovGuam cannot use these assets to finance its operations. 

 
 
A FINANCIAL ANALYSIS OF GOVGUAM AS A WHOLE 
 
Net assets may serve over time as a useful indicator of a government’s financial position.  At the end of 
fiscal year 2006, GovGuam’s liabilities exceeded assets by $157.5 million.  However, all these net assets 
are either restricted as to the purpose they can be used for or are invested in capital assets.  GovGuam 
uses these capital assets to provide services to citizens; consequently, these assets are not available for 
future spending.  Although GovGuam’s investment in its capital assets is reported net of related debt, it 
should be noted that the resources needed to repay this debt must be provided from other sources, since 
the capital assets themselves cannot be used to liquidate the liabilities.  The summary of Net Assets 
(condensed) presented below, with comparable balances for fiscal year 2005, as restated, discloses this 
relationship: 
 

GovGuam’s Net Assets 
As of September 30 

   
 2006 2005 
   
Current and other assets $                       219,412,142  $                       218,050,110  
Capital assets                          698,960,489                           711,343,116  

   
Total Assets                          918,372,631                           929,393,226  

   
Long-term liabilities                          417,071,400                          426,905,118 
Other liabilities                          658,765,467                           438,397,771  

   
Total Liabilities                       1,075,836,867                           865,302,889  

   
Net assets:   

Invested in capital assets,   
 net of related debt                          470,718,296                           474,666,531  
Restricted net assets                            66,601,805                             83,926,153  
Unrestricted net assets                         (694,784,337)                         (494,502,347) 
   
  Total net assets $                      (157,464,236)  $                         64,090,337  

 
At the end of fiscal year 2006, GovGuam’s unrestricted net assets showed a deficiency of $694.8 
million, an increase of $200.3 million (or 40.5%) from the prior year unrestricted net asset deficiency.  
This deficiency is the result of having long-term commitments that are greater than currently available 
resources.  Specifically, GovGuam did not include in past annual budgets the full amounts needed to 
finance future liabilities arising from outstanding bonds payable and other loans as well as to pay for 
unfunded pension liabilities, closure and post closure costs of the Ordot Dump, and unused employee 
leave balances.  GovGuam will include these amounts in future years’ budgets as they become due.   
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Changes in Net Assets 
 
For the year ended September 30, 2006, net assets of the primary government decreased by $221.6 
million, a decrease of 345.7% from the prior year’s net assets, as restated, of $64.1 million.  This result 
indicates that GovGuam’s financial condition, as a whole, decreased from the prior year.  For the year 
ended September 30, 2006, net assets of the primary government changed as follows, with comparable 
amounts for fiscal year 2005: 
 

GovGuam’s Changes in Net Assets 
For the Year Ended September 30 

      
   2006  2005 
Revenues:    
 Program revenues:    
  Charges for services $                      38,235,392   $                        38,062,638   
  Operating grants and contributions                       223,160,411                           203,760,325   
 General revenues:      
  Taxes                       416,815,919                           440,267,503   
  Investment earnings                           5,700,936                                5,556,348    
  Other                           4,989,865                               2,778,329   
  Total revenues                       688,902,523                           690,425,143  
Expenses:    
 General government                         96,408,217                             85,600,345  
 Protection of life and property                         94,531,452                             82,818,103  
 Public health                         86,558,390                             64,134,787  
 Community services                         32,564,953                             34,362,282  
 Recreation                           5,386,831                              6,208,877 
 Individual and collective rights                         46,878,905                             44,328,485  
 Transportation                         35,711,970                             27,553,740  
 Public education                       239,103,102                          240,547,641 
 Environmental protection                           9,090,493                             10,089,734  
 Economic development                         13,715,987                               9,364,630  
 Interest expense (unallocated)                         14,075,896                             15,797,611  
 Transfers to persons                           1,405,798                               4,912,336  
 Payments to autonomous agencies                         75,460,187                             79,854,886  
 Payments to private purpose trusts                                         -                              1,123,529 
 Interest on tax refunds                           2,032,527                              2,247,188 
 Capital projects                           3,503,737                              4,653,137 
 Other                         14,227,688                            13,759,647 
  Total expenses                       770,656,133                          727,356,958  

  
Deficiency before special and  
    extraordinary items                        (81,753,610)                           (36,931,815) 

Special items                                            -                                             - 
Extraordinary items                      ( 139,800,963)                            28,278,927 
Change in net assets $                   ( 221,554,573)  $                        (8,652,888) 
 
GovGuam’s revenues from governmental activities, including local revenues, totaled $688.9 million in 
fiscal year 2006.  The cost of governmental activities totaled $772.7 million; the deficiency of $81.8 
million plus extraordinary items of $139.8 million representing an overall decrease in net assets of 
$221.6 million. 
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Graphs 1 and 2 below show the major components of revenues and cost of governmental activities. 
 

Graph 1 
GovGuam’s Revenue Sources 

For the Year Ended September 30, 2006 
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As in prior years, local sourced tax revenues and federal and other grants are the major sources of 
revenue for GovGuam, which comprises of 61% and 32%, respectively, of the total revenues for fiscal 
year 2006. 

 
 

Graph 2 
GovGuam’s Cost of Governmental Activities 

For the Year Ended September 30, 2006 
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Other expenses that make up a portion of the costs of governmental activities include general 
government expenses ($96.4 million), community services ($32.6 million), environmental protection 
($9.1 million), economic development expenses ($13.7 million), unallocated interest expense ($14.1 
million), transportation expenses ($35.7 million), recreation ($5.4 million), transfer to persons ($1.4 
million), capital-related expenses ($3.5 million), interest payments on tax refunds ($2.0 million), and 
miscellaneous payments ($14.2 million). 
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Graphs 3 and 4 below show a comparison of the major components of revenues and cost of 
governmental activities for fiscal years 2005 and 2006. 
 

Graph 3 
GovGuam’s Revenue Sources 

For the Years Ended September 30 
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Graph 4 
GovGuam’s Cost of Governmental Activities 

For the Years Ended September 30 
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Other expenses in fiscal year 2006 included general government expenses of $96.4 million, up from 
$85.6 million (or 12.6%) in fiscal year 2005, transportation expenses of $35.7 million, up from $27.6 
million (or 29.6%) in fiscal year 2005, economic development expenses of $13.7 million, up from $9.4 
million (or 46.5%) in fiscal year 2005, unallocated interest expense of $14.1 million, down from $15.8 
million (or 10.9%) in fiscal year 2005, and transfers to persons of $1.4 million, down from $4.9 million 
(or 71.4%) in fiscal year 2005. 
 
 



GOVERNMENT OF GUAM 
 

Management’s Discussion and Analysis, Continued 
Year Ended September 30, 2006 

 
 

 10

 
FINANCIAL ANALYSIS OF GOVGUAM’S FUNDS 
 
As noted earlier, GovGuam uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.  As of the end of fiscal year 2006, GovGuam’s governmental funds reported 
a combined fund deficit of $422 million, which represents an increase of $213 million (or 101.9%) in 
comparison with the fiscal year 2005 combined fund deficit of $209 million.  This decrease is primarily 
attributable to the increase in the fund deficit of the general fund of $175.7 million, and decreases in 
fund balance of the special revenue funds, capital projects funds and debt service funds of $19.8 million, 
$10.9 million and $6.6 million, respectively.  Of this total combined fund deficit, $159.3 million is 
reserved to indicate that it is not available for new spending because it has already been committed: 1) to 
liquidate contracts and purchase orders of the prior period ($83.9 million); 2) to fund debt service-
related activities ($32.7 million); 3) to liquidate continuing appropriation commitments ($26.5 million); 
or 4) for a variety of other restricted purposes.  The combined unreserved fund deficit of GovGuam’s 
governmental funds is $581.3 million, an increase of $155.1 million (or 36.4%) from fiscal year 2005.  
This deficit will be funded through future budgetary surpluses.   
 
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets 
 
GovGuam’s investment in capital assets for its governmental activities as of September 30, 2006 
amounted to $940.5 million, net of accumulated depreciation of $241.5 million, leaving a net book value 
of $699 million.  GovGuam’s capital assets include land, infrastructure, buildings, machinery and 
equipment, and various projects under construction.  (See table below).  This represents a decrease of 
$12.4 million (or 10.2%) from fiscal year 2005. 

 
GovGuam’s Capital Assets 

September 30, 2006 and 2005 
 2006 2005  
Non-depreciable:    
  Land $             11,454,623 $            11,271,444  
  Construction in progress                12,015,277               17,289,392  
                23,469,900               28,560,836  
Depreciable:    
  Infrastructure              561,532,696             539,506,435  
  Buildings              308,010,799             308,010,799  
  Machinery and equipment                44,785,754               44,785,754  
              917,018,409             892,302,987  
  Accumulated depreciation             (241,527,820)            (209,520,707)  
              675,490,589             682,782,280  
Total capital assets, net $           698,960,489 $          711,343,116  

 
Major capital asset additions for fiscal year 2006 were as follows: 
 

• $2.1 million for the purchase of Fire Truck Rescue units 
• $12 million for ongoing road construction and restoration 

 
Additional information on GovGuam’s capital assets can be found in note 1L to the basic financial 
statements. 
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Long-term Debt 
 
The Organic Act authorizes GovGuam to borrow for such purposes as approved by the Legislature.  
GovGuam has entered into seven separate long-term debt obligations, as indicated below.  No new long-
term debt obligations were incurred by GovGuam during the year ended September 30, 2006 with 
overall long-term debt obligations decreasing by $23 million (or 8.7%) in fiscal year 2006. 
 

GovGuam’s Outstanding Debt 
September 30, 2006 and 2005 

 
 2006 2005  
    
Limited Obligation (Section 30) Bonds, 2001 
Series A $             53,007,715 $            57,530,000  
General Obligation Bonds, 1993 Series A              117,485,000             123,685,000  
General Obligation Bonds, 1995 Series A                                -                 2,085,000  
Limited Obligation Highway Refunding Bonds, 
2001 Series A                31,070,000               35,505,000  
Limited Obligation Infrastructure Improvement 
Bonds, 1997 Series A                51,320,000               55,825,000  
Judicial Building Fund                  3,716,723                 4,291,545  
General Fund - Note payable                  6,682,479                 7,364,634  
    
 $           263,281,917 $          286,286,179  

 
Additional information on GovGuam’s long-term debt can be found in note 3 to the basic financial 
statements. 
 
 
ECONOMIC FACTORS AND NEXT YEAR BUDGET AND RATES 
 
Guam represents the westernmost American community in the Pacific Ocean and is in close proximity 
to the heart of Asia.  Guam is a strategic military location and is home to many U.S. companies, local, 
domestic and international corporations that serve our community, tourists and military markets and 
related wholesale and retail industries.  Guam is an unincorporated territory of the United States, its 
primary language spoken is English, and is the southernmost of the Marianas Islands. 
 
In 2002, Guam suffered from the effects of the Gulf/Iraq war, Asian SARS epidemic, typhoon Chata’an 
in July, and super-typhoon Pongsona in December.  The immediate consequences of these natural events 
resulted in the loss of private sector jobs, fewer tourist arrivals and an increased expenditure in 
reconstruction efforts and FEMA subsidies. Although Guam has not experienced significant natural 
disasters since 2002, uncertainties about homeland security and the international war on terror have 
impeded a robust local economic recovery.  Now, the expectation of an increased military presence on 
Guam promises a healthy, positive economic and financial future for Guam, with massive infrastructure 
improvements and direct investments in manpower and capital equipment planned well into the next 
decade.  Guam will generate increased tax revenues as a direct consequence of this military buildup, but 
will have to cope with the strain on its infrastructure, population density and environment in the years to 
come. 
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Employees on payroll across all industries totaled 59,360, in the 4th quarter 2006, 1,960 more as 
compared to the same period in 2004.  Although, the private sector saw a net increase of 1,680 paid 
employees, their average weekly earnings increased by only $7.08 over this same time period.  The 
unemployment rate for Guam was 6.9% as of March 2006, a decrease of 10.4%, when compared to 
7.7% for March 2004.  In December 2005, there were 4,740 construction, 1,640 manufacturing, 5,010 
transportation and utilities, 12,050 retail trade, and 15,840 service workers employed.  The federal 
government employed 3,460, whereas the Guam government employed 11,740 workers in December 
2005. 
 
Guam’s consumer price index, which measures the average change in prices of goods and services 
consumed by households, is reported at 141.4 for the 4th quarter of 2006, a 29.3% increase since the 
same period in 2004.  The market basket costing $100.00 in 1996 (the base year), now cost $141.40.  
The purchasing power of the dollar in the 4th quarter of 2006 is $0.71.  Moreover, Guam’s inflation rate 
has risen from 2.1% in 2002 to 12.09% in 2005. 
 
Visitor arrivals totaled 1,214,676 in 2006, a 5.1% increase since 2004.  Japan, Korea, Taiwan and 
CNMI/Micronesia make up 81%, 9%, 2% and 3% of the visitors coming to Guam.  Visitors, on average, 
spend 2.7 days on Guam and contribute $18.60 in Hotel Occupancy Taxes and another $28.00 in Gross 
Receipts Taxes. 
 
The number and aggregate value of building and construction permits issued on Guam for the 2006 are 
1,197 permits valued at $195,431,000, a decrease of 11% permits and an increase of 93% in aggregate 
construction value since 2004.  On average, the value of construction costs per permit was $163,000 in 
2006, whereas in 2004 it was $75,000.  Only upon acquiring an occupancy permit are newly constructed 
or added facilities occupied for its intended use. 
 
Guam imports have remained relatively stable since 2004, averaging $170,627,000 (for months January, 
April, July & October) over three years through 2006.  Guam exports have remained flat as well, 
averaging $52,270,000 annually for the same time period.  Guam trade counts imports and exports 
intended for sale or trade cleared through Guam Customs Agency, and excludes local and federal 
government, recreational or personal items. 
 
On September 19, 2006, the Governor signed the budget bill into law through Public Law 28-149 for 
Education and September 29, 2006 for the remainder of the agencies for fiscal year 2007.  The 
authorized budget included General fund revenues and expenditures of $456,347,999.  The budget law 
was later revised and signed on May 07, 2007 through Public Law 29-02.  The amended authorized 
budget included General fund revenues and expenditures of $469,346,347. 
 
 
CONTACTING GOVGUAM’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide a general overview of the Government of Guam’s finances 
for all of Guam’s citizens, taxpayers, customers, and investors and creditors.  This financial report seeks 
to demonstrate the Island’s accountability for the money it receives.  Questions concerning any of the 
information provided in this report or request for additional information should be addressed to: 
Division of Accounts, Attention: Katherine B. Kakigi, Acting Controller, P.O. Box 884, Hagatña, Guam 
96932. Telephone No: (671) 475-1169/1260 Facsimile: (671) 472-8483 Website Address: 
www.admin.gov.gu/doa/. 
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(4) Commitments and Contingencies, Continued 
 

N. General Fund Financial Position 
 

GovGuam’s General Fund has sustained recurring operating deficits and has an unreserved 
fund deficit of $539,119,524 at September 30, 2006.  In addition, at September 30, 2006, the 
primary government’s current liabilities exceed current assets by $451,185,150, and total 
liabilities exceed total assets by $156,858,645.  As a result of this condition, Standard & 
Poor’s Ratings Services placed GovGuam’s General Obligation debt on CreditWatch with 
negative implications.  Refer to note 7 for additional discussion. 
 
Management of GovGuam has prepared a deficit reduction plan as part of the fiscal year 
2008 budget submission to the Guam Legislature.  The plan includes the following: 
 
. Provide the basis for fiscal recovery; 
 
. Provide measures to prevent growth of the long-standing structural deficit; 
 
. Pay down the accumulated deficit through the creation of a Structural 

Stabilization/Deficit Recovery Fund specifically for this purpose; 
 
. Provide a long-term plan to fund the Unfunded Actuarial Accrued Liability; 
 
. Improve the credit rating of GovGuam; 
 
. Provide a base for a long-term Strategic Fiscal and Economic Recovery Plan. 

 
In addition to the formal deficit reduction plan, the following measures were approved 
through Public Law 29-02 as part of the revisions to the fiscal year 2007 budget: 
 
. Tax amnesty, which is expected to generate additional tax revenues for fiscal year 2007; 
 
. Amendments to the Dave Santos Small Business Enhancement Act, which is expected to 

generate an additional $2.3 million in Gross Receipts Taxes for fiscal year 2007; 
 
. New and increased licenses and fees, which are expected to generate an additional $6.8 

million in other revenues for fiscal year 2007; 
 
. Six percent budget cut for every GovGuam agency with the exception of the Guam 

Police Department, the Guam Memorial Hospital Authority, the Office of the Attorney 
General, the Mayor’s Council, the Guam Public School System, and the Judicial Branch, 
which is expected to generate cost savings of $18.1 million for fiscal year 2007. 

 
Furthermore, GovGuam has issued furlough notices to certain employees whereby work 
hours are to be reduced by as much as 12.5% in conjunction with a 12.5% reduction in pay 
for certain unclassified positions.  This measure is expected to generate cost savings of $11 
million for fiscal year 2007. 
 
Management believes that actions presently being taken to revise GovGuam operating 
requirements, as outlined above, provide the opportunity for GovGuam to commence the 
process of reducing the abovementioned General Fund deficit position. 

 











































































































































































































































2006 2005
ASSETS

Current assets:
  Cash and cash equivalents                                   $ 49,937,321           $ 53,968,701            
  Time certificates of deposit -                             1,000,718              
  Investments 8,520,000             8,120,000              
  Receivables, net 57,310,839           65,288,412            
  Due from private purpose trusts -                             580,511                 
  Inventories 769,988                 583,403                 
  Other current assets 818,412                 4,567,896              
  Restricted assets:
    Cash and cash equivalents 72,605,653           106,911,106          
    Investments 16,716,000           9,527,793              

Total current assets                                         206,678,213         250,548,540          
Noncurrent assets:
  Receivables, net 10,000,000           -                             
  Capital assets, net of accumulated depreciation 698,960,489         732,640,813          
  Deferred charges 1,831,825             2,564,553              
  Restricted assets:
    Cash and cash equivalents 902,104                 -                             

Total noncurrent assets 711,694,418         735,205,366          
Total assets $ 918,372,631           $ 985,753,906           

LIABILITIES
Current liabilities:

   Bank overdraft                                       $ -                             $ 4,192,731              
  Current portion of long-term obligations 24,649,887           39,429,243            
  Accounts payable and other current liabilities 256,140,979         124,090,206          
  Accrued interest payable 4,783,923             6,127,958              
  Tax refunds 272,924,885         236,179,340          
  Due to pension trust funds 17,174,884           -                             
  Due to private purpose trust funds 61,293                   -                             
  Due to component units 18,307,159           7,302,066              
  Deferred revenue 51,930,076           51,322,101            
  Compensated absences payable 12,792,381           5,455,206              

  Total current liabilities 658,765,467         474,098,851          
Noncurrent liabilities:
  Compensated absences payable 5,254,940             11,773,681            
  Tax refunds -                             4,206,046              
  Unfunded pension liability 122,248,306         70,679,553            
  DCRS sick leave liability 10,744,258           8,119,121              
  Long-term obligations, net of current portion 238,632,030         290,841,920          
  Due to component units 17,792,941           20,902,447            
  Other noncurrent liabilities 22,398,925           16,641,000            

Total noncurrent liabilities 417,071,400         423,163,768          
Total liabilities 1,075,836,867      897,262,619          

NET ASSETS
  Invested in capital assets, net of related debt 470,718,296         477,395,169          
  Restricted for:
    Capital projects -                             2,223,139              
    Retirement of indebtedness 27,952,989           30,377,164            
    Other purposes 38,648,816           33,014,064            
  Unrestricted (694,784,337)        (454,518,249)         

Total net assets (157,464,236) 88,491,287
Total liabilities and net assets $ 918,372,631           $ 985,753,906           

See Accompanying Independent Auditors' Report.
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Statement of Net Assets
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2006 2005 2006 2005 2006 2005
ASSETS
Cash and cash equivalents $ 19,003,878            $ 8,653,669              $ 1,982,777               $ 893,328                 $ 28,950,666            $ 47,056,118            
Time certificates of deposit -                            -                            -                             -                            -                            1,000,718              
Investments 400,000                 400,000                 -                             -                            8,120,000              9,053,800              
Receivables, net:
  Taxes 27,284,006            28,067,169            -                             -                            4,104,015              3,688,257              
  Federal agencies 1,197,786              1,256,710              16,005,929            20,683,185            2,520,098              4,691,046              
  Note -                            -                            -                             -                            10,000,000            10,000,000            
  Other 163,934                 -                            -                             -                            6,035,071              5,834,762              
Due from other funds 44,574,734            29,465,855            -                             -                            41,261,393            70,354,839            
Due from private purpose trust funds -                            -                            -                             -                            -                            42,890                   
Inventories -                            -                             -                            769,988                 616,813                 
Prepayments 424,151                 424,315                 -                             -                            -                            -                             
Deposits and other assets -                            -                            -                             -                            394,261                 365,740                 
Restricted assets:
  Cash and cash equivalents -                            -                            -                             -                            73,507,757            68,672,147            
  Investments -                            -                            -                             -                            16,716,000            9,336,000              
           Total assets                                         $ 93,048,489            $ 68,267,718            $ 17,988,706            $ 21,576,513            $ 192,379,249          $ 230,713,130          

LIABILITIES AND FUND BALANCES (DEFICITS)
  Accounts payable $ 68,930,143            $ 40,665,613            $ 141,935                  $ 145,685                 $ 16,783,321            $ 16,378,837            
  Accrued payroll and other 11,520,743            12,971,644            1,290,001               1,275,303              3,449,605              4,982,303              
  Due to other funds 41,201,431            70,354,839            594,293                  5,796,647              44,040,403            23,669,208            
  Due to pension trust funds 17,174,884            16,741,014            -                             -                            -                            11,900,000            
  Due to private purpose trust funds -                            -                            -                             -                            61,293                   -                             
  Due to component units 25,189,309            28,512,612            -                             -                            10,910,791            10,447,168            
  Payable to federal agencies 163,591                 170,285                 15,867,844            14,280,393            2,950,109              3,946,101              
  Deferred revenue 51,909,348            25,000,000            -                             -                            5,255,336              1,721,572              
  Provision for tax refunds 267,138,563          207,117,257          -                             -                            5,786,322              9,992,371              
  Deposits and other liabilities 133,898,837          10,720,097            -                             -                            1,144,850              7,908,829              
           Total liabilities 617,126,849          412,253,361          17,894,073            21,498,028            90,382,030            90,946,389            
Fund balances (deficits):
Reserved:
   Encumbrances 12,794,230            11,115,645            49,639,036            29,220,330            21,474,442            14,359,341            
   Continuing appropriations 1,846,934              7,091,675              -                             -                            24,629,171            16,957,535            
   Related assets 400,000                 14,771,831            -                             -                            15,829,026            28,619,362            
   Debt service -                            -                            -                             -                            32,736,912            37,239,202            
Unreserved (deficits), reported in:
   General fund (539,119,524)         (376,964,794)         -                             -                            -                            -                             
   Special revenue funds -                            -                            (49,544,403)           (29,141,845)           4,491,635              11,251,981            
   Capital projects funds -                            -                            -                             -                            2,836,033              31,339,320            
           Total fund balances (deficits) (524,078,360)         (343,985,643)         94,633                    78,485                   101,997,219          139,766,741          
Total liabilities and fund balances $ 93,048,489            $ 68,267,718            $ 17,988,706            $ 21,576,513            $ 192,379,249          $ 230,713,130          

See Accompanying Independent Auditors' Report

(With comparatives as of September 30, 2005)

General Fund Federal Grants Fund Other Governmental Funds
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Balance Sheets
Governmental Funds
September 30, 2006

197



2006 2005 2006 2005 2006 2005
Revenues:                                             
 Taxes                                               $ 355,662,195             $ 376,375,879             $ -                             $ -                            $ 60,049,305               $ 63,891,624               
 Licenses, fees and permits 1,602,292                 1,540,974                 -                             -                            35,587,522               35,558,835               
 Use of money and property 182,353                    168,488                    -                             -                            4,424,833                 5,387,860                 
 Federal contributions 59,038,070               54,564,785               106,547,689              98,111,728               46,462,308               44,086,627               
 Guam Public School System 9,253,984                 6,371,485                 -                             -                            -                            -                             
 Contributions from component units 1,858,360                 2,027,291                 -                             -                            -                            2,733,800                 
 Other 4,928,227                 2,246,801                 -                             -                            61,638                      1,294,224                 
           Total revenues 432,525,481             443,295,703             106,547,689              98,111,728               146,585,606             152,952,970             
Expenditures by Object:
   Salaries and wages:
     Regular 187,171,136             186,395,848             25,332,374                23,439,638               67,065,419               67,398,714               
     Overtime 8,040,820                 6,411,708                 173,130                     108,543                    1,445,279                 868,002                    
     Fringe benefits 51,223,327               47,871,692               6,958,657                  5,958,439                 17,273,497               12,929,198               
   Travel 602,558                    434,501                    2,097,489                  1,566,803                 2,264,831                 1,615,429                 
   Contractual services 27,405,542               25,052,844               30,723,537                24,463,393               21,592,077               19,014,521               
   Building rent 2,498,243                 1,724,410                 1,217,385                  1,624,108                 2,983,241                 2,962,959                 
   Supplies 10,354,225               16,108,749               1,735,648                  2,586,930                 6,396,119                 4,975,646                 
   Equipment 1,160,359                 692,640                    1,563,934                  652,161                    3,252,549                 2,402,259                 
   Utilities - power and water 15,335,366               15,094,230               979,611                     693,780                    6,907,209                 5,176,062                 
   Communications 1,963,953                 2,277,340                 345,457                     437,776                    880,687                    617,475                    
   Capital outlays 2,078,134                 4,064,328                 9,185,968                  11,642,513               15,196,092               3,499,135                 
   Grants and subsidies 38,624,577               48,702,732               13,065,649                17,019,096               30,301,509               21,152,376               
   Supplemental annuity benefits -                            -                            -                             -                            21,597,785               12,602,928               
   Medical care -                            -                            -                             -                            11,929,547               13,035,378               
   Principal retirement -                            -                            -                             -                            29,238,700               40,460,180               
   Interest and fiscal charges 7,241,127                 4,645,473                 -                             -                            14,670,110               16,821,793               
   Miscellaneous 10,301,157               9,109,142                 46,641,507                30,046,615               5,520,360                 20,700,048               
           Total expenditures 364,000,524             368,585,637             140,020,346              120,239,795             258,515,011             246,232,103             
           Excess (deficiency) of revenues over (under) expenditures 68,524,957               74,710,066               (33,472,657)               (22,128,067)              (111,929,405)           (93,279,133)              
Other financing sources (uses):
 Transfers in from other funds 40,381,714               21,540,188               35,232,994                25,776,720               117,352,349             117,049,903             
 Transfers out to other funds (131,000,868)           (126,642,742)           (1,744,189)                 (3,611,659)                (60,222,000)              (35,235,939)              
           Total other financing sources (uses), net (90,619,154)              (105,102,554)           33,488,805                22,165,061               57,130,349               81,813,964               
Extraordinary items:
 Proceeds from sale of GTA -                            -                            -                             -                            -                            150,000,000             
 Payment to RUS escrow agent -                            -                            -                             -                            -                            (107,750,732)           
 Settlement payment to TeleGuam -                            -                            -                             -                            -                            (5,894,593)                
           Total extraordinary items -                            -                            -                             -                            -                            36,354,675               
Special items:
 Proceeds from redemption of RTB stock -                            -                            -                             -                            13,779,268               -                             
 Retiree Cost of Living Allowance judgement (123,580,231)           -                            -                             -                            -                            -                             
 Earned Income Tax Credit judgement (30,000,000)              -                            -                             -                            -                            -                             
           Total special items (153,580,231)           -                            -                             -                            13,779,268               -                             
           Net change in fund balances (deficits) (175,674,428)           (30,392,488)              16,148                       36,994                      (41,019,788)              24,889,506               
Fund balances (deficits) at beginning of year, as restated (348,403,932)           (313,593,155)           78,485                       41,491                      139,300,284             114,877,235             
Fund balances (deficits) at end of year $ (524,078,360)           $ (343,985,643)           $ 94,633                       $ 78,485                      $ 98,280,496               $ 139,766,741             

See Accompanying Independent Auditors' Report

(With comparatives for the year ended September 30, 2005)

General Fund Federal Grants Fund Other Governmental Funds

GOVERNMENT OF GUAM

Statements of Revenues, Expenditures, and Changes in Fund Balances (Deficit)
Governmental Funds
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