Tumon Bay: "Tumon, with its beautiful white
sand beaches and protected waters, has devel-
oped over the last four decades into Guam’s
tourism center. It is Guam's economic center.
Tourism makes up more than half the economy
of the island. Tourists flock to the shopping cen-
ters each day to local malls and shopping centers
in the area." source: guampedia.com/tamuning
and http://en.wikipedia.org/wiki/Tumon
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INDEPENDENT AUDITORS' REPORT

Honorable Eddie Baza Calvo
Governor
Government of Guam:

Report on the Financial Statements

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 information 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 financial statements as
set forth in the foregoing table of contents.

Management's Responsibility for the Financial Statements

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

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 performing 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 financial statements referred to
above present fairly, in all material respects, the respective financial 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 1Y to the financial statements, during the year ended September 30, 2013,
GovGuam has implemented Governmental Accounting Standards Board (GASB) Statement No. 63,
Financial Reporting of Deferred Outflows of Resources, Deferred 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.



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 information, 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 financial statements in
an appropriate operational, economic, or historical context. We have applied certain limited procedures
to the required supplementary information 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 financial 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 opinions 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 financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information 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.

AR

June 30, 2014



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 performance 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

e 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 fiscal 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.

e 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
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 a budgetary schedule, which
is 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.

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.

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

e 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.



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 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 GovGuar 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.

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 finance its operations.



GOVERNMENT OF GUAM

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

A FINANCTAL ANALYSIS OF GOVGUAM AS A WHOLE

Net position may serve over time as a useful indicator of a government’s financial position. 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
Govemmental Governmental Percentage
Activities Activities Change
2013 2012 2013-2012
Current and other assets $ 912,981,294 § 980,073,927 -6.8%
Capital assets 972,226,579 890,578,799 9.0%
Total assets 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 liabilities 602.935.825 568.507,783 2.8%
Total liabilities 1.677,353.405 1,675,958.683 0.1%
Net position:
Net investment in capital assets 508,552,458 449,802,534 13.1%
Restricted 534,036,117 535,609,662 -29%
Unrestricted (834.734.107) {790,718,123) 5.6%
Total net position 3 207854468 § 194,694,073 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.



GOVERNMENT OF GUAM

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

Changes in Net Position

For the year ended Septembcr 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
financial 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 for services $ 76,251,059 § 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 37.5%
Other general revenues 24.440.670 17,751,776 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%
Protection of life and property 116,757,499 105,498,131 10.7%
Public health 276,151,415 253,441,750 9.0%
Community services 24512384 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 69.975.052 65,300,070 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%
Change in net position 13,160,395 17,251,280 -23.7%
Net position, beginning of year 194.694.073 177.442.793 9.7%
Net position, end of year £ 207854468 S 194,694,073 6.8%



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

BGross receipts @x
DIncome tax

DSaction 30 Incoms tax
DOther 2xes

DFedeval & other grants
DChargss for services
Q0ther

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).



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.

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 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.



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
Govemmental Governmental Percentage
Activities Activities Change
2013 2012 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 general revenues 687,618,341 654,256,759 51%
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%
Expenses, net of program revenues:
General government 124,246,855 161,289,677 -23.0%
Protection of life and property 92,766,491 82,136,636 12.9%
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 (3,425471) (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 67.770.370 63.185.641 7.3%
Total expenses 678,977.406 649,403,140 4.6%
Change in net position S 13160305 § 17,251,280 -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 finance-
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 Fund 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 GDOE federal stimulus capital projects expenditures of $29 million in
FY13 for which revenues were recorded in a prior fiscal year.

The Federal Grants Assistance Fund has a total fund balance of $0.1 million, which primarily represents
accumulated interest income received not yet expended at year end. Fund balance of the Federal Grants
Assistance Fund 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 Stabilization 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 of Ordot 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 original and final budget for Executive Branch operations which was
primarily due to transfers out appropriations to GMH and also payments to refunding of the GOB1993
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
amounts 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.
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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)

GovGuam's Capital Assets
(net of depreciation)
As of September 30
Total
Governmental Governmental Percentage
Activities Activities Change
2013 2012 2013-2012
Land b 41,865,823 § 11,454,623 265.5%
Landfill cells 71,937,991 68,414,968 5.1%
Buildings 340,945,758 326,504,047 4.4%
Machinery, equipment and furniture 26,826,839 19,270,965 39.2%
Infrastructure 359,495,027 379,835,237 -5.4%
Construction in progress 131,155,141 85,098,959 54.1%
Total S 972226570 3 890578799 9.2%

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

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

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

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

e $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 purposes 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 million at year end.

12



GOVERNMENT OF GUAM

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

A breakdown of GovGuam’s total long-term debt is shown below.

GovGuam's Outstanding Debt
As of September 30
Total
Governmental Governmental Percentage
Activities Activities Change
2013 2012 2013-2012
General obligation bonds (backed by
GovGuam) $ 402,476,727 $§ 433,738,737 -71.2%
Limited obligation bonds (backed by
specific tax and fee revenues) 663,127,638 644,710,521 2.9%
Loans payable (backed by specific tax
and fee revenues) 8813215 11,001,642 -19.9%
Total $ 1074417580 S 1089450900 -1.4%

GovGuam’s total long-term debt decreased by $15 million (or 1.4%) during the current fiscal year.

?s of October, 2013, GovGuam’s underlying Standard and Poor’s Corporation bond ratings were as
ollows:

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

e $271.1 million General Obligation Bonds, 2009 Series A (BB-/Stable).

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

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

e $235 million Business Privilege Tax Bonds, 2011 Series A (A/Stable).

¢ $108.7 million Business Privilege Tax Bonds, 2012 Series B (A/Stable).

GovGuam’s GOB credit rating upgrade and the BPT investment grade credit rating of A, the
unprecedented payment in TY13 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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