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Tel; (671)646-3884 
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We have audited the accompanying financial statements of the governmental activities, the aggregate 
discretely presented component units, each major fund, and the aggregate remaining fund infonnation of 
the Government of Guam (GovGuam) as of and for the year ended September 30, 2013, and the related 
notes to the financial statements, which collectively comprise GovGuam's basic fmancial statements as 
set forth in the foregoing table of contents. 

Management's ResponsibiUty for the Financial Statements 

Management is responsible for the preparation and fair presentation of these fmancial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of interna1 control relevant to the preparation and fair 
presentation of fmancial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditors' Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We did not 
audit the financial statements of the GovGuam Retirement Fund, which represents 92%, 94% and 71 %, 
respectively, of the assets, net position/fund balances and revenues of the aggregate remaining fund 
information, and the Antonio B. Won Pat International Airport Authority, the Guam Housing and Urban 
Renewal Authority, the Guam Housing Corporation, and the Guam Preservation Trust, which represent 
28%, 41% and 13%, respectively, of the assets and deferred outflows, net position and operating 
revenues of GovGuam's discretely presented component units. Those statements were audited by other 
auditors whose reports have been furnished to us, and our opinion, insofar as it relates to the amounts 
included for the GovGuam Retirement Fund, the Antonio B. Won Pat International Airport Authority, 
the Guam Housing and Urban Renewal Authority, the Guam Housing Corporation, and the Guam 
Preservation Trust, is based solely on the reports of the other auditors. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 



An audit involves perfonning procedures to obtain audit evidence about the amounts and disclosures in 
the fInancial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the fInancial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the fInancial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the fInancial 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 

Opinions 

In our opinion, based on our audit and the reports of other auditors, the fmancial statements referred to 
above present fairly, in all material respects, the respective fmancial position of the governmental 
activities, the aggregate discretely presented component units, each major fund, and the aggregate 
remaining fund information of the Government of Guam as of September 30, 2013, and the respective 
changes in fInancial position for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Emphasis of Matter 

New Accounting Pronouncements 

As described in Note 1 Y to the fmancial statements, during the year ended September 30, 2013, 
GovGuam has implemented Governmental Accounting Standards Board (GASB) Statement No. 63, 
Financial Reporting of Defe"ed Outflows of Resources, Defe"ed Inflows of Resources and Net 
POSition, and GASB Statement No. 65, Items Previously Reported as Assets and Liabilities. The 
beginning net position of the governmental activities and the aggregate discretely presented component 
units has been restated for the effect of adopting these accounting pronouncements. 

Restatement 

As discussed in Note 16 to the fInancial statements, the beginning net position of the governmental 
activities and the beginning fund balance of the Chamorro Lands major fund have been restated for the 
correction of an error. 

Our opinions are not modifIed with respect to these matters. 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management's 
Discussion and Analysis on pages 4 through 15 as well as the Schedule of Revenues, Expenditures, and 
changes in Deficit - Budget and Actual- General Fund and notes thereto, on pages 121 through 123, and 
the Schedule of Funding Progress, on page 124, be presented to supplement the basic financial 
statements. Such infonnation, although not a part of the basic financial statements, is required by GASB 
who considers it to be an essential part of financial reporting for placing the basic fmancial statements in 
an appropriate operational, economic, or historical context. We have applied certain limited procedures 
to the required supplementary infonnation in accordance with auditing standards generally accepted in 
the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management's responses 
to our inquiries, the basic fmancial statements, and other knowledge we obtained during our audit of the 
basic financial statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming Opmlons on the financial statements that 
collectively comprise GovGuam's basic financial statements. The Introductory Section and the 
Statistical Section, as set forth in the foregoing table of contents, as well as the Other Supplementary 
Information on pages 126 through 212, are presented for purposes of additional analysis and is not a 
required part of the basic financial statements. 

The Other Supplementary Information is the responsibility of management. The additional information 
on pages 130 through 141 and 150 through 212 as well as the 2013 information on pages 142 through 
149 were derived from and relate directly to the underlying accounting and other records used to prepare 
the basic fmancial statements. Such information has been subjected to the auditing procedures applied 
in the audit of the basic fmancial statements and certain additional procedures, including comparing and 
reconciling such infonnation directly to the underlying accounting and other records used to prepare the 
basic financial statements or to the basic financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America by 
us and other auditors. In our opinion, based on our audit, the procedures performed as described above, 
and the reports of the other auditors, the additional information on pages 130 through 141 and 150 
through 212 as well as the 2013 information on pages 142 through 149 is fairly stated, in all material 
respects, in relation to the basic financial statements as a whole. 

The 2012 information on pages 142 through 149 as well as the Introductory Section and the Statistical 
Section has not been subjected to the auditing procedures applied in the audit of the basic financial 
statements, and accordingly, we do not express an opinion or provide any assurance on it. 

June 30, 2014 
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GOVERNMENT OF GUAM 

Management's Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

Our discussion and analysis of the Government of Guam ("GovGuam") financial perfonnance provides 
an overview of GovGuam's financial activities for the fiscal year ended September 30, 2013. Please 
read it in conjunction with GovGuam's financial statements, which follow this section. Fiscal year 2012 
comparative information has been included, where appropriate. 

FINANCIAL HIGHLIGHTS 

• For the fiscal year ended September 30, 2013, GovGuam's total net position increased by $13.2 
million (or 6.8%) from a net position of$194.7 million (as restated) in the prior year to a net position 
of $207.9 million. 

• During fiscal year 2013, GovGuam' s expenses for governmental activities were $1.13 billion and 
were funded in part by $452.4 million in program revenues and $687.6 million in taxes and other 
general revenues. Expenses were up from fiscal year 2012 by $17.8 million (or 1.6%) whereas 
revenues were up from fisca1 year 2012 by $26.1 million (or 2.3%). 

• For the fiscal year ended September 30, 2013, the General Fund reported expenditures (including 
transfers out) of $691.8 million, an increase of $7.4 million (or 1.1%) from fiscal year 2012 
expenditures and balance transfers out of $684.5 million. 

• At September 30, 2013, the General Fund reported a cumulative fund balance of $2.3 million, which 
is a decrease of$27.8 million from the prior year fund balance of$30.1 million. 

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 
fmancial statements, 2) fund financial statements, and 3) notes to the financial statements. This report 
also contains additional required supplementary information in the form of a budgetary schedule, which 
is prepared on the budgetary basis of accounting, and other optional supplementary infonnation, in 
addition to the basic financial statements themselves, which includes combining statements for 
governmental funds and component units. 

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 position 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 position and how it has changed. Net 
position - 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 position is an indicator of whether its financial 
health is improving or deteriorating, respectively. 

• To assess the overall health of GovGuam, 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 also need to be considered. 
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GOVERNMENT OF GUAM 

Management's Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

Government-Wide Financial Statements, Continued 

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 fmance 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 offunds: 

• 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 fmancial 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. 

• 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 position and a statement of changes in 
fiduciary net position. We exclude these activities from GovGuam's government-wide financial 
statements because GovGuam cannot use these assets to fmance its operations. 
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GOVERNMENT OF GUAM 

Management' s Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

A FINANCIAL ANALYSIS OF GOVGUAM AS A WHOLE 

Net position may serve over time as a useful indicator of a government's financial poslt1on. At 
September 30, 2013, GovGuam reports positive balances in two of the categories of net position. By 
far, the largest portion of GovGuam' s net position ($508.6 million) reflects its investment in capital 
assets (eg., land, infrastructure, buildings, and equipment), less any related debt used to acquire those 
assets that is still outstanding. 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. An additional portion of GovGuam's net position ($534 million) represents resources that 
are subject to external restrictions or enabling legislation as to the purpose they can be used for. The 
summary of Net Position (condensed) presented below, with comparable balances for fiscal year 2012, 
discloses this relationship; 

GovGuam's Net Position 
As of September 30 

(As Restated) Total 
Governmental Governmental Percentage 

Activities Activities Change 
2013 2012 2013·2012 

Current and other assets $ 912,981,294 $ 980,073,927 -6.8% 
Capital assets 972,226,579 890578799 9.0% 

Total auets 1.885.207.873 1.870.652.726 0.8% 

Long-term debt outstanding 1,074,417,580 1,089,450,900 -1.4% 
Other liabiLmes 602,935.825 568 507.783 2.8% 

ToW n.bilides 1.677.353.405 1·675.958.683 0.1-/0 

Net position: 
Net investment in capital assets 508,552,458 449,802,534 13.1% 
Restricted 534,036,117 535,609,662 -29% 
Umestricted 1834 734 107) (790,718.1 23) 5.6% 

Total net pOSition $ 201854468 S J~ 62~ OZ3 6.8% 

At the end of fiscal year 2013, GovGuam's unrestricted net deficiency amounted to $834.7 million, an 
increase of $44 million (or 5.6%) from the prior year unrestricted net position 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, capital lease obligations and other 
loans as well as to pay for 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 Position 

GOVERNMENT OF GUAM 

Management's Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

For the year ended September 30, 2013, net position of the primary government increased by $13.2 
million compared to prior year's net position of $194.7 million. This result indicates that GovGuam's 
fmancial condition, as a whole, again improved from the prior year. For the year ended September 30, 
2013, net position of the primary government changed as follows, with comparable amounts for fiscal 
year 2012: 

GovGuam's Changes in Net Position 
For the Years Ended September 30 

(As Restated) Total 
Governmental Governmental Percentage 

Activities Activities Change 
2013 2012 2013-2012 

Revenues: 
Program revenues: 

Charges fOT services $ 76,251,059 S 80,307,806 -5.1% 
Operating grants and contributions 376,118,645 383,852,332 -2.0% 

General revenues: 
Income taxes 261,854,651 284,823,341 -8.1% 
Gross receipts taxes 221,672,983 221,443,640 0.1% 
Other taxes 179,646,037 130,238,002 37.9% 
Other general revenues 24,440670 17751776 37.7% 

Total revenues 1.139.988.045 1_118.416.897 2.3% 

Expenses: 
General government 148,651,381 214,648,400 -30.7% 
Prol£ction of life and property 116,757,499 105,498,131 10.7% 
Public health 276, 151,415 253,441,750 9 .0% 
Community services 24,512,384 25,639,150 -4.4% 
Culture and recreation 22,247,794 24,332,721 -8.6% 
Individual and collective rights 61,011,520 25,649,133 137.9% 
Transportation 30,029,865 26,906,615 11.6% 
Public education 340,576,575 325,265,139 4.7% 
Environmental protection 23,137,218 30,383,714 -23.8% 
Economic development 18,296,407 16,498,455 10.9% 
Interest 69975052 65,300070 7.2% 

Total expenses 1.131.347_110 1.113.563,278 1.6% 

Contributions to permanent fund 4,519,460 12,397,661 -63.5% 

Chaose In net position 13,160,395 17,251,280 -13.7% 

Net poWon, beginning of year 194,694,073 177.442.793 9.7% 

Net posldon, end of year $ lDl 8S!l !l68 S 12!l fi2!l D:Z~ 6.8~. 
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GOVERNMENT OF GUAM 

Management's Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

GovGuam's revenues from governmental activities, including local revenues, totaled $1.14 billion in 
fiscal year 2013. The cost of governmental activities also totaled $1.13 billion, resulting in an overall 
slight positive change in net position of $13.2 million. 

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, 2013 
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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 56.9% and 34.3%, respectively, of the total revenues for fiscal 
year 2013. Charges for services provided 7.2% of the total revenues. 

Graph 2 
GovGuam's Cost of Governmental Activities 

For the Year Ended September 30, 2013 
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GovGuam's expenses cover a range of services. The largest expenses were for public education and 
public health, which comprises 30.1% and 24.4%, respectively, of the total expenses for fiscal year 
2013. Other expenses that make up a portion of the costs of governmental activities include community 
services ($24.5 million), economic development ($18.3 million), unallocated interest expense ($70 
million), transportation expenses ($30 million), and culture and recreation ($22.2 million). 
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GOVERNMENT OF GUAM 

Management' s Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

Graphs 3 and 4 below show a comparison of the major components of revenues and cost of 
governmental activities for fiscal years 2013 and 2012. 
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Graph 3 
GovGuam's Revenue Sources 

For the Years Ended September 30 
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Graph 4 
GovGuam's Cost of Govemmental Activities 

For the Years Ended September 30 

400 4~0 

Public education ~~~~~~~~iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiii? 
Protection orIiCe "property ! 

Environmental protcctkwl 

lndividual Ie. collective ri&hes lll~~~~~~~~::~:::-__ _ Publac heahh 

General govemmc:nt 

Otha 

o 25 SO 7S 100 125 ISO 175 200 22S 250 275 300 325 350 

Dollars ($ millions) 

I 02013 I 
02012 

Other expenses in fiscal year 2013 included community services of $24.5 million, down from $25.6 
million (or 4.3%) in fiscal year 2012, culture and recreation expense of$22.2 million, down from $24.3 
million (or 8.6%) in fiscal year 2012, transportation expenses of $30 million, up from $26.9 million (or 
11.5%) in fiscal year 2012, economic development expenses of $18.3 million, down from $16.5 million 
(or 11 %) in fiscal year 2012, and unallocated interest expense of $70 million, up from $65.3 million (or 
7.2%) in fiscal year 2012. 

9 



GOVERNMENT OF GUAM 

Management's Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

Analysis of Changes in Net Position 

During the current fiscal year, GovGuam's total net position increased by $13.2 million compared with 
prior fiscal year of $17.3 million. This represents a decrease in the change in net position of $4.1 
million. The key elements of this change are an increase in general revenues and contributions of $25.5 
million (or 3.8%) offset by an increase in expenses, net of program revenues, of $29.6 million (or 4.6%). 
The elements of these changes are reflected below: 

(As Restated) Total 
Governmental Governmental Percentage 

Activities Activities Cbange 
.lQU .wz 2013·2012 

General revenues: 
Income taxes $ 261,854,651 $ 284,823,341 ·8.1% 
Gross receipts taxes 221,672,983 221,443,640 0.1% 
Other taxes 179,646,037 130,238,002 37.9% 
Other 24,444.670 17,751.776 37.7% 

Total gmera] revenues 687,618,341 654,256,759 S.lt;. 

Contributions to permanent funds 4.519,460 12,397.661 ·63.5% 

Total general revenues and contributions 692,137,801 666,654.420 3,8% 

EXpeDlet, net of program revenuet: 
General government 124,246,855 161,289,677 ·23.0% 
Protection of life and property 92,766,491 82,136,636 12.9"10 
Public health 80,055,601 70,478,543 13.6% 
Community services 12,712,987 18,871,722 ·32.6% 
Culture and recreation 20,325,004 22,726,089 ·10.6% 
Individual and collective rights 48,017,219 11,680,186 311.1% 
Transportation (3,425,471) (440,580) 677.5% 
Public education 267,620,456 246,502,407 8.6% 
Environmental protection (9,586,438) (8,859,266) 8.2% 
Economic development (21,525,668) (18,167,915) 18.5% 
Interest 2177~ 370 ~m641 7.3% 

Total mpeDIe5 §Z~.977.406 ~~.~03.140 4.6% 

Change in net position S lJ 160 3~ S 11 2S1 280 -23.7% 

General revenues increased by $37,9 million (or 5,8%) from the previous fiscal year. The increase was 
primarily due to increases in comparison with prior year, Section 30 Federal income tax collections of 
$40 million (or 75.3%) compared with prior year, property taxes of $2 million or (10.6%), alcohol and 
tobacco taxes of $2,6 million (or 15%) compared with prior year, and hotel occupancy taxes of $3.3 
million (or 12.6%) compared with prior year offset by a decrease in income tax collections of $23 
million or (8%). Public education net expenses increased by $21.1 million (or 8.6%) from the previous 
fiscal year due to spending of ARRA funding. General government net expenses increased by $29,6 
million (or 4.6%) over the previous fiscal year. This increase was due mainly to the Department of 
Education ARRA capital projects expenditures of $29 million, 
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GOVERNMENT OF GUAM 

Management's Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

FINANCIAL ANALYSIS OF GOVGUAM'S FUNDS 

As noted earlier, GovGuam uses fund accounting to ensure and demonstrate compliance with fmance­
related legal requirements. As of the end of fiscal year 2013, GovGuam's governmental funds reported 
a combined fund balance surplus of $593.7 million, an increase of $384.8 million compared with a 
combined fund surplus of $208.9 at the end of fiscal year 2012. This is primarily attributable to the 
restatement for Chamorro Lands of $406.6 million and a negative change in the General Fund of $27.8 
million. The restatement is as a result of another unprecedented milestone in which an estimated one­
third of GovGuam' s "crown lands" have been inventoried, registered and assigned value thus meeting 
GASB 52 criteria for recognition in the financial statements 

The General Fund is the chief operating fund of GovGuam. At the end of the current fiscal year, 
General FWld has a fund balance of $2.3 million as compared with the prior year fund balance of $30.1 
million, a decrease in performance of $27.8 million. This current year negative change in fund balance 
was attributed primarily due to GOOE federal stimulus capital projects expenditures of $29 million in 
FY13 for which revenues were recorded in a prior fiscal year. 

The Federal Grants Assistance FWld has a total fund balance of$O.1 million, which primarily represents 
accumulated interest income received not yet expended at year end. FWld balance of the Federal Grants 
Assistance FWld increased marginally from prior year with total revenues and transfers in of $346.2 
million supporting expenditures and transfers out of the same amount, up from total revenues and 
transfers in of$339.5 million (or 2%) in fiscal year 2012. 

The Guam Department of Education (GDOE) Federal Grants Fund has a zero total fund balance at the 
end of the current fiscal year. Total revenues and transfers in for the GDOE Federal Grants Fund 
amounted to $69.2 million, which funded various education-related federal grant programs and which 
was lower than fiscal year 2012 revenues and transfers in of $70.8 million by $1.6 million or 2.3%. In 
2011, the GDOE Federal Grants Fund recognized federal stimulus funds in the amount of$80.2 million 
associated with ARRA State Fiscal Stabi1ization Funds. 

The Landfill CIP Fund was established in fiscal year 2009 to account for the proceeds of Section 30 
limited obligation revenue bonds issued for the purpose of funding the construction of a new landfill and 
the closure ofOrdot Dump. 

General Fund Budgetary Highlights 

During the fiscal year ended September 30, 2013, there was a net $41.7 million increase in 
appropriations between the origiual and final budget for Executive Branch operations which was 
primarily due to transfers out appropriations to GMH and also payments to refunding of the GOB 1993 
funded by proceeds from Business Privilege Tax Bonds Series 2013C (p.L. 31-276). 

Actual revenues collected (including operating transfers in) of $624 million, were higher than budgeted 
amoWlts of$614.1 million by $9.9 million. The net increase is due primarily to the increase in Section 
30 Federal income tax collections of $44.4 million and the decrease in income tax collections of $32 
million due to an adjustment to increase the provision for tax refunds for EITC claims for which no 
withholding tax was contributed. 

11 



GOVERNMENT OF GUAM 

Management' s Discussion and Analysis (Unaudited) 
Year Ended September 30, 2013 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

GovGuam' s investment in capital assets for its governmental activities as of September 30, 2013 
amounted to $1.48 billion, net of accumulated depreciation of $505.8 million, leaving a net book value 
of $972.2 million. GovGuam's capital assets include land, infrastructure, buildings, machinery and 
equipment, and various projects under construction. (See table below) 

Land 
Landfill cells 

Buildings 
Machinery, equipment and furn iture 
Infrastructure 
Construction in progress 

Total 

GovGuam's Capital Assets 
(net of depreciation) 
As of September 30 

Governmental Governmental 
Activities Activities 

.wl .1QU 

$ 41 ,865,823 $ 11,454,623 
71,937,991 68,414,%8 

340,945,758 326,504,047 
26,826,839 19,270,965 

359,495,027 379,835,237 
1~1,1~~,141 ~~,09~,959 

s 072126 579 ,ilS,=-_J!890_5l.!7a.8 .!O'99!;!; 

Major capital asset additions for fiscal year 2013 were as follows: 

Total 
Percentage 

Change 
2013-2012 

265.5% 
5.1% 
4.4% 
39.2% 
-5.4% 
54.1% 

9.2~. 

$49.3 million for work carried out under Highway federally funded projects, including GovGuam's road 
expansions and upgrades. 

• $29.1 million for the acquisition of the Land for the Layon Landfill. 

• $20.4 million for the projects completed related to Southern High School Gym and Fine Arts 
Building, Untalan Gym and Oceanview Gym. 

• $6.2 million for the case management system for the Unified Court of Guam. 

Additional information on GovGuam's capital assets can be found in note 5 to the basic financial 
statements. 

Long-Term Debt 

The Organic Act authorizes GovGuam to borrow for such pwposes as approved by the Guam 
Legislature. At the end of the current fiscal year, GovGuam had total bonded debt outstanding of $1.07 
billion. Of this amount, $402.5 million comprises debt backed by the full faith and credit of GovGuam 
and $663.1 million is revenue bonded debt that is payable from and secured solely by the specific 
revenue sources. In addition to this bonded debt, GovGuam had two loans payable and outstanding of 
$8.8 mi1lion at year end. 
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Year Ended September 30, 2013 

A breakdown of GovGuam's totallong-tenn debt is shown below. 

GovGuam's Outstanding Debt 
As of September 30 

General obligation bonds (backed by 
GovGuam) 

Limited obligation bonds (bscked by 
specific tax and fee revenues) 

Loans payable (bscked by specific tax 
and fee revenues) 

Total 

S 

Governmental 
Activities 

W.3. 

402,476,727 

663,127,638 

8813,115 

~ I 0144]2580 

$ 

S 

Governmental 
Activities 

2012 

433,738,737 

644,710.521 

11.001.642 

I 082 !ISO !log 

Total 
Percentage 

Change 
2013-2012 

-7.2% 

2.9%, 

-19.9"10 

GovGuam's totallong-tenn debt decreased by $15 million (or 1.4%) during the current fiscal year. 

As of October, 2013, GovGuam's underlying Standard and Poor's Corporation bond ratings were as 
follows: 

• $151.9 million General Obligation Bonds, 2007 Series A (BB-/Stable). 

• $271 .1 million General Obligation Bonds, 2009 Series A (BB-/Stable). 

• $202.4 million Limited Obligation (Section 30) Bonds, 2009 Series A (BBB+/Stable). 

• $90.7 million Hotel Occupancy Tax Bonds, 2011 Series A (BBB+/Stable). 

• $235 million Business Privilege Tax Bonds, 2011 Series A (AiStable). 

• $108.7 million Business Privilege Tax Bonds, 2012 Series B (AiStable). 

GovGuam's GOB credit rating upgrade and the BPT investment grade credit rating of A, the 
unprecedented payment in TY 13 of all A status tax refunds without external financing, the elimination 
of the GF deficit, the number of visitor arrivals, increase in construction such as the new regional 
medical center, as well the economic development projects planned and in progress, the fiscal 
stabilization and sustainability initiatives implemented, all appear positive for Guam' s standing in the 
capital markets, 

In accordance with the Organic Act, the debt ceiling limitation or public indebtedness of GovGuam must 
not exceed 10% of the aggregate tax value (assessed value) of property in Guam, which is $1.14 billion 
as of September 30, 2011 , the date that such certification was performed. Total debt outstanding as of 
September 30, 2013, subject to the debt ceiling limitation is $1.11 billion. The legal debt margin at 
September 30, 2013 was $31.5 million, 

Additional information on GovGuam' s long-term debt can be found in notes 6 and 7 to the basic 
financial statements. 
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Year Ended September 30, 2013 

ECONOMIC FACTORS, NEXT YEAR BUDGET AND RATES, AND CHALLENGES 

Guam's overall economic performance throughout Fiscal Year 2013 leveled off, with some economic 
growth expected in the next few years. Growth is dependent on whether the U.S. Marines will move to 
Guam given its new time table and whether new investment opportunities materialize as a result of that 
in the coming years. Guam hopes to benefit from an increased interest by Chinese and Russian travelers 
to U. S. locations, and the anticipated opening of new hotels in Tumon to accommodate increased 
demand from tourists abroad. Incremental infrastructure investments continue to be made in Guam. 
New signs emerge for employment opportunities which lead to sustained consumer spending in the 
regIOn. 

The Government of Guam consistently rebuilds confidence by restructuring its debt and addressing its 
current obligations on a disciplined and timely basis, while instituting cost and budgeting controls upon 
its agencies. As to our local tax base there has been consistent growth in General Fund revenues with 
annual revenues increasing from $483 .2 million in Fiscal Year 2009, to $596.7 million in Fiscal Year 
2012, a 23% increase between FY2009 and FY2012 levels. For Fiscal Year 2013, General Fund 
revenues authorized by the Guam Legislature have been set at $575.7 million, an increase of 3.5% over 
Fiscal Year 2012. The Government of Guam's current and accumulated debt remains a challenge. 
Direct expenditures from the federal government have decreased modestly in recent years. 

Based on the 2010 Guam Census it' s civilian and military population in 2010 was 159,358, well short of 
the projected 180,692 set by U.S. Census in 2000. Projected population for 2013 is 160,378. On the 
labor force front the total number of people employed as of September 2013 is 61,740, an increase of 
1,150 or 1.9 percent since September 201 I. Over the same time period private average hourly earnings 
were $12.85, an increase of61 cents; and average weekly earnings were $467.56, an increase of $29.02. 
Job gains increased the most in the Construction, Transportation, Utilities and Manufacturing industries. 
As of September 2013, Guam's unemployment rate was 10.0 percent. 

In 2013, overall prices showed no change as compared to 2012. Food prices increased by 3.2 percent, 
Housing decreased by 0.2 percent, Apparel and Upkeep decreased by 4.8 percent, Transportation 
decreased by 3.8 percent, Medical Care decreased by 1.8 percent, Recreation increased by 1.2 percent, 
Education and Communication increased W 1.8 percent and Other Goods and Services increased by 0.1 
percent from the 4th quarter 2012 to the 4 quarter 2013. Energy prices decreased by 1.2 percent, and 
All Items Less Food and Energy (core index) decreased by 1.1 percent from the 411> quarter 2012 to the 
411> quarter 2013. Over the past 3 years, Guam has been experiencing decreasing average level of prices 
along with steady employment levels. 

Tourism arrivals have rebounded altogether given financial stability in the region increasing from 
1,170,857 in Fiscal Year 2010, to 1,337,665 in Fiscal Year 2013, the fourth highest in our history. The 
outlook is positive as Guam's Visitors Bureau forecasts tourism arrivals to increase by 1.0 percent, to 
1,350,164 in Fiscal Year 2014. This anticipated increase translates into stability in the industry job 
market, increasing gross receipts and occupancy taxes for the local treasury. 

Construction permits continue to exceed the $200 million set in Fiscal Year 2008, despite learning of the 
consequential delays of the U.S. Marines relocation to Guam. In Fiscal Year 2011 gross construction 
permit valuations were $216.8 million, and in Fiscal Year 2013 increased to $308.6 million. It is 
anticipated permits will exceed $300 million in 2014 given the completion of new hotels and the 
occupancy of affordable homes now underway. 
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