
GOVERNMENT OF GUAM 

Notes to Financial Statements 
September 30, 2013 

(1) Summary of Significant Accounting Policies. Continued 

W. Property Taxes 

On or before September I of each tax year, GovGuam' s Real Property Tax Division is 
mandated to make available a tax roll listing identifying all taxable properties and 
corresponding tax assessments levied. By October 31 each year, the tax assessment roll is 
certified and real property taxes become due and payable on December 15. The tax levy is 
divided into two installments: the first installment is due February 20; the second installment 
is due April 20. Real property taxes become a lien on the property as of noon the first 
Monday in March each year to secure the payment of all taxes, penalties and interest that is 
ultimately imposed on the property. The tax rate is established by II GCA 24, Real Property 
Tax, wherein a levy is assessed on all land property in Guam at the rate of seven-eightieths 
percent (7/80%) of the value thereof and seven-twentieths (7/20%) of the value of the 
improvements thereon. 

X. Encumbrances 

GovGuam utilizes encumbrance accounting to identify fund obligations. Encumbrances 
represent commitments related to unperformed contracts for goods. At September 30, 2013, 
GovGuam has significant encumbrances summarized as follows: 

Federal 
Grants 

General Assistsnce 

$ 38 907 19-6 $ 55.998.468 

Y. New Accounting Standards 

GOOE 
Federal 
Grants 

$ 4 508 323 

Landfill 
CIP 

$ 1.877.399 

Other 
Govenunental Total 

$ 48.176 065 $ 149.4674n 

During fiscal year 2013, GovGuam implemented the following pronouncements: 

• GASB Statement No. 60, Accounting and Financial Reporting for Service Concession 
Arrangements, which addressed how to account for and report service concession 
arrangements (SCAs), a type of public-private or pUblic-pUblic partnership that state 
and local governments are increasingly entering into. The implementation of this 
statement did not have a material effect on the accompanying financial statements. 

• GASB Statement No. 61, The Financial Reporting Entity: Omnibus, which improved 
financial reporting for governmental entities by amending the requirements of 
Statements No. 14, The Financial Reporting Entity, and No. 34, Basic Financial 
Statements - and Management 's Discussion and Analysis - for State and Local 
Governments, to better meet user needs and address reporting entity issues that have 
come to light since those Statements were issued in 1991 and 1999, respectively. The 
implementation of this statement did not have a material effect on the accompanying 
financial statements. 
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GOVERNMENT OF GUAM 
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September 30, 2013 

(I) Swnmary of Significant Accounting Policies. Continued 

Y. New Accounting Standards. Continued 

• GASB Statement No. 62, Codification of Accounting and Financial Reporting 
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, 
which enhanced the usefulness of its Codification by incorporating guidance that 
previously could only be found in certain Financial Accounting Standards Board 
(FASB) and American Institute of Certified Public Accountants (AICPA) 
pronouncements issued on or before November 30, 1989, which does not conflict or 
contradict GASB pronouncements. GASB Statement No. 62 superseded GASB 
Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and 
Other Governmental Entities That Use Proprietary Fund Accounting. The 
implementation of this statement did not have a material effect on the accompanying 
financial statements. 

• GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, 
Deferred Inflows of Resources, and Net POSition, which established guidance for 
reporting deferred outflows of resources, deferred inflows of resources, and net position 
in a statement of fmancial position, and GASB Statement No. 65, Items Previously 
Reported as Assets and Liabilities, which clarifies the appropriate reporting of deferred 
outflows of resources and deferred inflows of resources to ensure consistency in 
financial reporting. These Statements amend the net asset reporting requirements in 
Statement No. 34, Basic Financial Statements - and Management's Discussion and 
Analysis - for State and Local Governments, and other pronouncements by 
incoIporating deferred outflows of resources and deferred inflows of resources into the 
definitions of the required components of the residual measure and by renaming that 
measure as net position, rather than net assets. With the implementation of GASB 
Statement No. 63 and Statement No. 65, the Statement of Net Assets was renamed the 
Statement of Net Position. In addition, the Statement of Net Position includes two new 
classifications separate from assets and liabilities. Amounts reported as deferred 
outflows of resources are reported in a separate section following assets. Likewise, 
amounts reported as deferred inflows of resources are reported in a separate section 
following liabilities. In addition, GASB Statement No. 65 requires that debt issuance 
costs, except for prepaid insurance costs, be recognized as an expense in the period 
incurred. As a result of this implementation, debt issuance costs originally reported as 
deferred assets by the governmental activities have been restated from amounts 
previously reported resulting in a prior-period adjustment of $17,729,209. In addition, 
debt issuance costs originally reported as deferred assets by the discretely presented 
component units have been restated from amounts previously reported resulting in a 
prior-period adjustment of$12,376,476 as follows: 

Antonio B. Won Pat International Airport Authority 
Guam Power Authority 
Guam Waterworks Authority 
Guam Economic Development Authority 
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$ 4,857,336 
2,248,421 
4,710,036 

560.683 

$12.376,476 



GOVERNMENT OF GUAM 

Notes to Financial Statements 
September 30, 2013 

(1) Summary of Significant Accounting Policies, Continued 

Y. New Accounting Standards, Continued 

In April 2012, GASB issued Statement No. 66, Technical Corrections - 2012, which 
enhances the usefulness of fmancial reports by resolving conflicting accounting and financial 
reporting guidance that could diminish the consistency of financial reporting. The provisions 
of this statement are effective for periods beginning after December 15, 2012. Management 
has not yet determined the effect of implementation of this statement on the financial 
statements of GovGuam. 

In June 2012, GASB issued Statement No. 67, Financial Reportingfor Pension Plans, which 
revises existing guidance for the financial reports of most pension plans, and Statement No. 
68, Accounting and Financial Reporting for Pensions, which revises and establishes new 
financial reporting requirements for most governments that provide their employees with 
pension benefits. The provisions in Statement 67 are effective for financial statements for 
periods beginning after June 15, 2013. The provisions in Statement 68 are effective for fiscal 
years beginning after June 15, 2014. Management has not yet determined the effect of 
implementation of these statements on the financial statements of GovGuam. 

In January 2013, GASB issued Statement No. 69, Government Combinations and Disposals 
of Government Operations, which improves accounting and financial reporting for state and 
local governments' combinations and disposals of government operations. Government 
combinations include mergers, acquisitions, and transfers of operations. A disposal of 
government operations can occur through a transfer to another government or a sale. The 
provisions in Statement 69 are effective for fiscal years beginning after December 15, 2013. 
Management has not yet determined the effect of implementation of this statement on the 
financial statements of GovGuam. 

In April 2013, GASB issued Statement No. 70, Accounting and Financial Reporting for 
Nonexchange Financial Guarantees, which requires a state or local government guarantor 
that offers a nonexchange financial guarantee to another organization or government to 
recognize a liability on its financial statements when it is more likely than not that the 
guarantor will be required to make a payment to the obligation holders under the agreement. 
The provisions in Statement 70 are effective for fiscal years beginning after June 15, 2013 . 
Management has not yet determined the effect of implementation of this statement on the 
financial statements of GovGuam. 

Z. Total Columns 

Total columns are presented primarily to facilitate financial analysis. The Management's 
Discussion and Analysis includes certain prior year summarized comparative information in 
total. Such information does not include sufficient detail to constitute a full comparative 
presentation. Accordingly, such information should be read in conjunction with GovGuam's 
fmancial statements for the year ended September 30, 2012 from which summarized 
information was derived. 

44 



(2) Deposits and Investments 

GOVERNMENT OF GUAM 

Notes to Financial Statements 
September 30, 2013 

The deposit and investment policies of GovGuam are governed by 5 GCA 21, Investments and 
Deposits, in conjunction with applicable bond indentures. The Director of Administration is 
responsible for the safekeeping of all monies paid into the Treasury of Guam. The Director of 
Administration invests any monies of GovGuam that are deemed not necessary for immediate 
use. Legally authorized investments include securities issued or guaranteed by the u.s. Treasury 
or agencies of the United States government; demand and time deposits in or certificates of 
deposit of, or bankers' acceptances issued by, any eligible institution; corporate debt obligations, 
including commercial paper; certain money market funds; state and local government securities, 
including municipal bonds; and repurchase and investment agreements. With the exception of 
investments in U.S. government securities, whicb are explicitly or implicitly guaranteed by the 
United States government, all other investments must be rated AallP-I by Moody's. 

A. Deposits 

Custodial credit risk is the risk that in the event of a bank failure, GovGuam's deposits may 
not be returned to it. Such deposits are not covered by depository insurance and are either 
uncollateralized, collateralized with securities held by the pledging financial institution, or 
held by the pledging financial institution but not in the depositor-govemment's name. 
GovGuam does not have a deposit policy for custodial credit risk. 

As of September 30, 2013, the carrying amount of the primary government's total cash and 
cash equivalents and time certificates of deposit was $141,810,680 and the corresponding 
bank balances were $177,099,592. Of the bank balances, $114,864,276 is maintained in 
financial institutions subject to Federal Deposit Insurance Corporation (FDIC) insurance or 
credit unions subject to National Credit Union Administration (NCUA) insurance. The 
remaining amount of $62,235,316 represents short-term investments held and administered 
by GovGuam's trustees in accordance with various trust agreements and bond indentures. 
Based on negotiated trust and custody contracts, all of these investments were held in 
GovGuam's name by GovGuam's custodial financial institutions at September 30, 2013. As 
of September 30,2013, bank deposits in the amount of $1 ,500,000 were FDIC insured and 
bank deposits in the amount of $371,072 were NCVA insured. GovGuam does not require 
collatera1ization of its cash deposits; therefore, deposit levels in excess of FDIC insurance 
coverage are uncollateralized. Accordingly, these deposits are exposed to custodial credit 
risk. 

As of September 30, 2013, cash and cash equivalent balances in the amount of $82,270,947 
are reported as restricted assets due to constraints placed on the assets externally imposed by 
creditors (such as through bond indentures) and grantors. Of this amount, $5,904,904 is 
externally restricted for Capital hnprovement Projects identified in the State Fiscal 
Stabilization Fund budget funded by the U.S. Department of Education; $3,305,590 is 
externally restricted for a Court issued permanent injunction as further disclosed in Note 
130; $201 ,791 is externally restricted under a Chamorro Lands loan guarantee program; 
$1,697,639 is externally restricted under the Limited Obligation (Section 30) Bonds, 2009 
Series A, bond indenture for System Revenue Funds; $43,314,010 represents unexpended 
proceeds under various bond issues; and $27,847,013 represents amounts restricted for future 
debt service requirements. 
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GOVERNMENT OF GUAM 

Notes to Financial Statements 
September 30, 2013 

(2) Deposits and mvestments. Continued 

B. mvestments 

Credit risk for investments is the risk that an issuer or other counterparty to an investment 
will not fulfill its obligations. 

Concentration of credit risk for investments is the risk of loss attributed to the magnitude of 
an entity's investment in a single issuer. GASB Statement No. 40 requires disclosure by 
issuer and amount of investments in anyone issuer that represents five percent (5%) or more 
of total investments for GovGuam. 

Custodial credit risk for investments is the risk that in the event of the failure of the 
counterparty to the transaction, GovGuam will not be able to recover the value of investment 
or collateral securities that are in the possession of an outside party. GovGuam's investments 
are held and administered by trustees in accordance with various bond indentures for the 
purpose of funding various health-related projects under a tobacco settlement agreement and 
future debt service requirements. Based on negotiated trust and custody contracts, ail of these 
investments were held in GovGuam's name by GovGuam' s custodial fmancial institutions at 
September 30, 2013. 

mterest rate risk is the risk that changes in interest rates will adversely affect the fair value of 
debt instruments. GovGuam does not have a formal investment policy that limits investment 
maturities as a means of managing its exposure to fair value losses arising from increasing 
interest rates. 

As of September 30, 2013, GovGuam' s investments recorded at fair value are classified as 
follows: 

Federal GDOE Nomnajor 

On"" Fod«aI LondfiJJ OoverDIDCIIUIl 

Ii<!mI - llDm !Jl W!R Imo! 
lnvestllent$: 
Certificates of deposit 517,923 $ $ $ S 2,257,574 S 2,775,497 

Money market funds 116.362.746 27,943.017 144,3OS,763 

Mutua1tlmds 48937283 48237 283 

$ Jlti 8110!'i62 ~ $ $ ~B 2]2 ~&l S Yl200 sg l ~ I~ OIB 5~J 

As of September 30, 2013, investment balances in the amount of $134,858,434 are reported 
as restricted assets due to constraints placed on the assets externally imposed by creditors 
(such as through bond indentures) and grantors. Of this amount, $19,078,908 is externally 
restricted for Capital Improvement Projects identified in the State Fiscal Stabilization Fund 
budget funded by the U.S. Department of Education; $300,000 is externally restricted under a 
Chamorro Lands loan guarantee program; $69,371,644 represents unexpended proceeds 
under various bond issues; and $46, I 07 ,882 represents amounts restricted for future debt 
service requirements. 

Additionally, as of September 30, 2013, the General Fund holds 13.8% of the shares of the 
Pacific Islands Development Bank in the amount of $1,000,000. As the fair market value of 
this investment is not readily available, such has been recorded at cost. 
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GOVERNMENT OF GUAM 
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(2) Deposits and Investments. Continued 

B. Investments. Continued 

Government of Guam Retirement Fund (GGRF): 

Investments of GGRF include U.S. Federal Government and agency obligations, foreign 
government obligations, real estate, commercial mortgages, corpomte debt, mutual funds and 
equity instruments. Investments are reported at fair value. Security transactions and any 
resulting gains or losses are accounted for on a trade date basis. Investments other than real 
estate, commercial mortgages and other loans, and municipal revenue bonds are reported at 
market values determined by the custodial agents. The agent' s determination of market 
values includes, among other things, using pricing services or prices quoted by independent 
brokers at current exchange mtes. Commercial mortgages and other loans and municipal 
revenue bonds have been valued on an amortized cost basis, which approximates market or 
fair value. No allowance for loan loss has been provided as all loans and bonds are 
considered by management to be fully collectible. Short-term investments are reported at 
cost, which approximates market value. For investments where no readily ascertainable 
market value exists, management, in consultation with their investment advisor, has 
determined the fair values for the individual investments based on anticipated maturity dates 
and current interest rates commensurate with the investment's degree of risk. 

Northern Trust Company holds the investments as custodian in GGRF's name. In addition, 
GGRF has selected investment managers who are given authority to purchase and sell 
securities in accordance with the following guidelines: 

a. Cash and Cash Equivalents - Cash equivalent reserves must consist of cash instruments 
having a quality rating of A-2, P-2 or higher. Eurodollar Certificates of Deposit, time 
deposits, and repurchase agreements are also acceptable investment vehicles. All other 
securities will be, in the judgment of the investment managers, of credit quality equal to 
or superior to the standards described above. No single issue shall have a maturity of 
greater than two years, and the cash portfolio shall have a maturity of less than one year. 
Any idle cash not invested by the investment managers shall be invested daily through an 
automatic sweep managed by the custodian. 

b. Investment managers may invest in U.S. and non-U.S. common stocks, American 
Depository Receipts (ADRs), convertible bonds, preferred stocks, fixed-income 
securities, mutual funds and short-term securities. All fixed-income securities held in the 
portfolio must have a Moody's, Standard & Poor's and/or a Fitch's credit quality rating of 
no less than H888" . U.S. Treasury and U.S. government agencies are qualified for 
inclusion in the portfolio. No more than twenty percent (20%) of the market value of the 
portfolio may be rated less than single "A" quality, unless the manager has specific 
written authorization. Eighty percent (80%) of the fixed-income portfolio must be in 
bonds of credit quality of no less than "A". Total portfolio quality (capitalization 
weighted) must maintain an "A" minimum rating. In case such bonds or other evidence 
of indebtedness are not so rated by two nationally recognized and published rating 
services, the net earnings available for fixed charges over a period of five fiscal years 
preceding the date of investment have averaged per year and during either of the last two 
years have been, after depreciation and taxes, not less than: 

i. Two times its average annual fixed charges over the same period, in the case of any 
public utility company; 
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(2) Deposits and Investments. Continued 

B. Investments. Continued 

Government of Guam Retirement Fund (GGRF), Continued: 

ii. One and one-half times its average annual fixed charges over the same period, in the 
case of any financial company; or, 

iii. Three times its average annual fixed charges over the same period, in the case of any 
other company. 

With the written petition and subsequent written approval of the Trustees, opportunistic 
investment bonds issued by national governments other than the United States or foreign 
corporations may comprise up to six percent (6%) of each fixed-income manager's 
portfolio. In no case shall these investments exceed three and one-half percent (3.5%) of 
the total GGRF investments. All non-U.S. securities will be, in the judgment of the 
investment managers, of credit quality equal to or superior to the standards described 
above. 

For U.S. equities, equity holdings are restricted to readily marketable securities of 
corporations that are actively traded on the major U.S. exchanges and over the counter. 
For investments in common and preferred stock: 

). The issuing institution has reported a profit in at least four of the five fiscal years 
preceding the date of investment, or alternatively, in at least seven of the ten fiscal 
years preceding the date of investment; 

II. The issuing institution has paid a cash dividend on its common or capital stock in at 
least four of the five years preceding the date of investment, or alternatively, in at 
least seven of the ten fiscal years preceding the date of investment; 

iii. Total cash dividends have not exceeded total earnings in five years preceding the date 
of investment; 

iv. On the date of investment, the issuer is not in default in payment of principal or 
interest on any of its publicly held bonds or other evidence of indebtedness, and any 
contingent interest, cumulative and non-cumulative preferred dividends and dividends 
on prior common or capital stock have been paid in full; and 

v. Preferred stock must also adhere to the following - the net earnings of the institution 
available for fixed charges over a period of five fiscal years preceding the date of 
investment have averaged per year, and during either of the last two years have been, 
after depreciation and income taxes, no less than: 

1. Two times its average annual fixed charges, maximum contingent interest and 
preferred dividend requirements over the same period, in the case of any public 
utility company; or 

2. Three times its average annual fixed charges, maximum contingent interest and 
preferred dividend requirements over the same period, in the case of any other 
company. 
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(2) Deposits and Investments. Continued 

B. Investments, Continued 

Government of Guam Retirement Fund (GGRP), Continued: 

For non-U.S. equities, common or capital stock of any institution or entity created or 
existing under the laws of any foreign country are permissible investments, provided that: 

1. The issuing institution has reported a profit in at least four of the five fiscal years 
preceding the date of investment, or alternatively, in at least seven of the ten fiscal 
years preceding the date of investment; 

ii. The issuing institution has paid a cash dividend on its common or capital stock in at 
least four of the five years preceding the date of investment, or alternatively, in at 
least seven of the ten fiscal years preceding the date of investment; 

iii. Total cash dividends have not exceeded total earnings in five years preceding the date 
of investment; and 

iv. On the date of investment, the issuer is not in default in payment of principal or 
interest on any of its publicly held bonds or other evidences of indebtedness, and any 
contingent interest, cumulative and non-cumulative preferred dividends and dividends 
on prior common or capital stock have been paid in full. 

Consistent with the desire to maintain broad diversification, allocations to any country, 
industry or other economic sector should not be excessive. 

c. No investment management organization shall have more than twenty-five percent (25%) 
of the GGRP's assets under its direction. 

d. No individual security of any issuer, other than that of the United States government or 
GovGuam, shall constitute more than five percent (5%), at cost, of the total GGRP or of 
any investment manager's portfolio. 

e. Holdings of any issuer must constitute no more than five percent (5%) of the outstanding 
securities of such issuer. 

f. Investments in a registered mutual fund managed by the investment manager are subject 
to prior approval of the Board of Trustees. 

g. The following securities and transactions are not authorized: letter stock and other 
unregistered securities; non-negotiable securities; commodities or other commodity 
contracts; and short sales origin transactions. Options and futures are restricted, except 
by petition to the Trustees for approval. 
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(2) Deposits and Investments, Continued 

B. Investments, Continued 

Government of Guam Retirement Fund (GGRF), Continued: 

Investments ofGGRF as of September 30, 2013 are classified as follows: 

Common stocks 
Fixed income 
Money market funds 
Mutual funds 

$ 969,334,249 
356,727,375 
49,016,947 

497,254,340 

$ 1.872.332.911 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair 
value of an investment. Generally, the longer the maturity of an investment, the greater is the 
sensitivity of its fair value to changes in market interest rates. One of the ways that GGRF 
manages its exposure to interest rate risk is by purchasing a combination of shorter term and 
longer term investments and by timing cash flows from maturities so that a portion of the 
portfolio is maturing or coming close to maturity evenly over time as necessary to provide the 
cash flow and liquidity needed for operations. 

All of September 30, 2013, GGRF's investments in debt securities were as follows: 

Investment MamriJ,ig (In Y~ml 
Less Orca .... Fair 

llool l..I!U ~ 1ban !O Yl!!Y< 

u.s. Treasury notes $ 19,289,071 $ 5,717,550 $ 23,693,548 ~ 21,864,560 $ 70,564,735 
U.S. government agencies 7,216,459 23,783,290 88,427,112 119,426,861 

Cc<porate notes and bonds 42153562 6 1 369529 63212 688 166 735 719 

S 12282 QU S ~~ a~1 ~Z l S 1118 ~~6 3~Z ~ IZ~ 5~:360 I 35622.1315 

GGRF's investments are typically made in corporate equities, U.S. Treasury obligations, and 
commercial paper. These types of investments are no! more sensitive to interest rate 
fluctuations than as already indicated above. Investments that are highly sensitive to interest 
rate fluctuations include Federal agency securities with coupon multipliers that are reset 
frequently, mortgage-backed securities, and Federal agency securities with interest rates that 
vary inversely to a benchmark set quarterly. 

GGRF has invested in mortgage backed securities, which are more sensitive to fluctuations in 
interest rates than already indicated in the information provided above. Such securities are 
subject to early payment in a period of declining interest rates. The resultant reduction in 
expected total cash flows affects the fair value of these securities and makes the fair values of 
these securities highly sensitive to changes in interest rates. At September 30, 2013, GGRF 
held mortgage-backed securities valued at approximately $103,000,000. 

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder 
of the investment. This is measured by the assignment of a rating by a nationally recognized 
statistical rating organization. 
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(2) Deposits and Investments. Continued 

B. Investments. Continued 

Government of Guam Retirement Fund (GGRF), Continued: 

Presented below is the minimum rating required by (where applicable) the Guam Code 
Annotated and GGRF's investment policy, and the actual rating as of September 30, 2013: 

Investment Type 

U.S. Treasury notes 
Federal agency securities 
Money market funds 
Corporate medium term notes 

and U.S. municipal obligations 

Minimum 
Legal 
Rating 

N/A 
N/A 
A-2 
BBB 

Amount 

$ 70,564,735 
119,426,861 
49,016,947 
23,433,169 
15,151,551 
60,792,914 
50,099,763 
17.258.382 

$ 405 744.322 

Rating as of Year End 

Exempt from disclosure 
Exempt from disclosure 

AAAm 
Aaa 

Aal-Aa3 
AI-A3 

Baal-Baa3 
Not rated 

GGRF's investment policy contains limits on the amount that can be invested in anyone 
issuer. At September 30, 2013, the Fund did not hold any investments in anyone issuer 
(other than U.S. Treasury securities, mutual funds , and external investment pools) that 
represent 5% or more of total GGRF investments. 

Foreign currency risk is the risk that changes in foreign exchange rates will adversely affect 
the fair values of an investment or deposit. At September 30, 2013, GGRF held 
approximately $7,000,000 in corporate bonds issued by companies organized in various 
foreign countries. Of this amount, approximately $3,000,000 was issued by Canadian 
companies, $2,000,000 by Australian companies, and $2,000,000 by Dutch companies. 

At September 30, 2013, GGRF held investments (generally U.S. dollar denominated ADRs) 
in corporate stocks issued by companies organized in various foreign countries. These ADRs 
are indirectly affected by fluctuations in currency exchange rates. The market value of these 
investments at September 30, 2013 was approximately $104,000,000. Of this total, 
approximately $39,000,000 relates to companies whose functional currency is the Euro, 
$16,000,000 relates to companies whose functional currency is the Japanese yen, 
$10,000,000 relates to companies whose functional currency is the Swiss Franc, $18,000,000 
relates to companies whose functional currency is the British pound, and the remaining 
$21,000,000 relates to companies representing seven separate functional currencies. 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository 
financial institution, a government will not be able to recover its deposits or will not be able 
to recover collateral securities that are in the possession of an outside party. The custodial 
credit risk for investments is the risk that, in the event of the failure of the counterparty (e.g., 
broker-dealer) to a transaction, a government will not be able to recover the value of its 
investment or collateral securities that are in the possession of another party. 
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(2) Deposits and Investments, Continued 

B. Investments, Continued 

Government of Guam Retirement Fund (GGRF), Continued: 

The Guam Code Annotated and GGRF's investment policy contain legal requirements that 
limit the exposure to custodial credit risk for deposits and investments. The Guam Code 
Annotated requires that a financial institution secure deposits made by GovGuam agencies by 
pledging securities in: "(a) Treasury notes or bonds of the United States, or those for which 
the faith and credit of the United States are pledged for the payment of principal and in 
interest, (b) any evidence of indebtedness of the Government of Guam, (c) Investment 
certificates of the Federal Home Loan Bank, or (d) such other securities as may be .. , 
approved by the Director of Administration and the Governor of Guam.". The fair market 
value of the pledged securities must be at least ten percent (10%) in excess of the amount of 
monies deposited with the bank. 

Further, to address custodial risk, the Guam Code Annotated requires the custodian to have 
been in the business of rendering trust custody services for ten or more years, to be organized 
under the laws of the United States or a state or territory thereof, to have capital and surplus 
in excess of Ten Million Dollars ($10,000,000), and to be a member of the Federal Reserve 
System whose deposits are insured by the Federal Deposit Insurance Corporation. Regardless 
of the above, any locally chartered bank may act as custodian for GGRF. 

(3) Receivables 

Receivables as of September 30, 2013, for the pnmary government's individual major 
governmental funds, nonmajor governmental funds in the aggregate, and fiduciary funds, 
including allowances for uncollectible accounts, are as follows: 

Rca:ivab~ 

T""" 
Federal agencies 

Scctioo30 

Co"""'" .... 
No,," 

Int=st 

COLA bcneiU 

""'" 
Aliowuu for 
uncoIJect))1e 

acco1lD1!l 

Net m'ltlvablcs 

$ 43,206.0 18 S 
8,618,726 

24,028.060 

9034273 

84,887,077 

(6214 483) 

, ...... , 
Gmn!, -

35,901,813 

35,901,813 

s 

GDOE 

Federal 

llDIII1 

14,535,064 

14,535,064 

s 

Nonmajor 

Govenunental 

• $ 5,037,836 S 

12086717 

17,124,553 

(846 :'144) 

Fiduciary 

EIiJIlIl 

3,833,114 

993,746 
274,402 

50.818,265 
20708801 

76,628,328 

S 48,243,854 

.59,055,(0) 

24,028,060 

3,833,114 

993,746 
274,402 

50,8 18,265 
41 829 791 

229,076.835 

0071 (27) 

S 162?!,Q1li $ 76 628 32& $ D2 005 308 

Contributions receivable recorded by the fiduciary funds represent amounts owed to the 
GovGuarn Retirement Fund (GGRF) for employer and member contributions from various 
GovGuam agencies. As of September 30, 2013, employer contributions receivable totaled 
$2,622,521; member contributions receivable totaled $1,210,593; and interest and penalties 
receivable totaled $274,402. 
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(3) Receivables, Continued 

GOVERNMENT OF GUAM 

Notes to Financial Statements 
September 30, 2013 

Public Law 24-327, as amended, became effective December 30, 1998 relative to GovGuam's 
Early Retirement Incentive Program (ERlP). This law allowed GGRF members with at least 
twenty years of creditable service to retire and to purchase up to five years of creditable service. 
Those electing to participate in the ERiP must pay the members' share of the required 
contribution, plus interest, based on their salary at the time they made the election; the time 
period in which the member was required to make the election being December 30, 1998 to 
January 7, 2000. Payments can be made in full or can be financed through deductions from 
annuities over a period not to exceed fifteen years. 

Approximately 800 members elected to participate in the ERIP and signed promissory notes 
totaling nearly $15,000,000. At September 30, 2013, the amount owed under these notes was 
$993,746. There is a corresponding deferred revenue account to offset these notes receivable, 
since contribution income is recognized on a cash basis as amounts are collected from retirees. 

Public Law 25-72, passed in September 1999, required the payment of supplemental annuity and 
cost of living allowance benefits to retirees, and specified that these payments were vested, 
limited-duration benefits to be provided by GGRF. Such benefits were to be actuarially funded 
over a twenty-year amortization period through an increase in contributions. GGRF initially 
recorded these benefit payments as a receivable in the amount of $137,200,000 and bas reduced 
this receivable by a portion of employer contributions received. The percentage used for the year 
ended September 30, 2013 was 1.2016% of covered payroll. As of September 30, 2013, the 
receivable recorded by GGRF amounted to $50,818,265. 

(4) Interfund ReceivableslPavables 

Receivables and payables between funds reflected as due to/from other funds in the combined 
balance sheet at September 30, 2013, are summarized as follows: 

Receivable Fund 

General 
General 
General 
Nonmajor governmental funds 

Payable Fund 

Federal Grants Assistance 
GDOE Federal Grants 
Nonmajor governmental funds 
General 

Amount 

$ 22,703,120 
4,182,032 

16,084,430 
16,142,827 

$ 59.112,409 

These balances result from the time lag between the dates that 1) interfund goods and services are 
provided or reimbursable expenditures occur, 2) transactions are recorded in the accounting 
system, and 3) payments between funds are made, and are scheduled to be collected in the 
subsequent year. 
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(4) Interfund Receivables/Payables, Continued 

Balances reflected as due to component units of the primary government at September 30, 2013, 
are summarized as follows: 

General Fund: 
Guam Memorial Hospital Authority 
University of Guam 
Guam Community College 

Nonmajor governmental funds: 
Guam Memorial Hospital Authority 
University of Guam 
Guam Visitors Bureau 

$ 480,151 
649,992 

2,013,941 

3,144,084 

181,957 
75,000 
19,520 

276.477 

$ 3.420,561 

Balances reflected as due from component units of the primary government in the statement of 
net positionlbalance sheet at September 30, 2013, are summarized as follows: 

Nonmajor governmental funds: 
Antonio B. Won Pat Intemational Airport Authority $ 1.867,990 
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Capital asset activities of the primary govenunent for the year ended September 30,2013, are as 
follows: 

Estimated Balance Balance 
Useful October September 
~ 1.1l!!l Mditions ~ Retimncnt! JlU!!U 

Govc:rmnc:ntal activities: 
Noodepreciable capital assets: 
Land $ 11,454,623 $ 30,411,200 $ $ $ 41,865,823 
Consttuctioo in progresll B~ Q2B 2~2 ~8!!Z2 611 QIl B7Q Q~Ql n ~432} 131 I~~ 1~1 

~5~J ~82 28 ~J3 811 {1081Q Q~m (1 Q~ 4321 III Q2Q2M 
Depreciable capital assets: 
Landfill cells Capacity 69,022,365 4,219,328 13,241,693 
Buildings 40 - 60yrs 416,451 ,668 15,191,361 10,386,931 502,635 ,960 
Machinery, equipment and 
Furniture 5-20yrs 11,524,603 5,136,191 8,514,916 91,115,110 
Infrasttucture 25yrs 63212fi 212 J J~~~J 19~~"QJ 637212828 

IJ,5S 122 l48 28 Jill 8~J 2Q 810 Q~Q 1.JQ.4 21J 2~ I 
Less accumulated depreciation: 

Buildings (149,941,621) (11 ,142,581) (161,690,202) 
Landfill cells (601,397) (696,305) (1,303,102) 
Machinery, equipment and 
Furniture (58,253,638) (6,095,233) (64,348,811) 
Inftamucture (2~2 ~I H,s) (2,s ~J 37§) (218 42~ 8~1) 

(461 170 13D (4J_991,495) (505.767 626) 

Depreciable capital assets. net 12H!22211 !l~ ~2 6~~l 20 812 Q~Q 1222Q~ ~I,s 

~ 82Q ~:z~ 222 S B, :Z~~ 21 2 i S U Q26 ~32l S 222 226 ~22 

Land acquisitions represent certain properties acquired from landowners that encompass the 
Layon landfilL (See Note 7) 

Depreciation expense was charged to functions/programs of the primary government's 
govenunental activities as follows: 

General govenunent 
Protection of life and property 
Public health 
Community services 
Recreation 
Individual and collective rights 
Transportation 
Public education 
Environmental protection 
Economic development 

$ 4,442,167 
538,326 
255,544 

938 
77,314 

1,776,731 
20,036,478 
10,806,359 

403,035 
5,660,603 

$ 43,997.495 

Depreciation expense of $3,274,248 associated with assets acquired through capital leases is 
included above under the public education function. 
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GOVERNMENT OF GUAM 
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As of September 30, 2013, the primary government had the following long-term debt 
outstanding: 

General Obligation Bonds: 

General Obligation Bonds, 2007 Series A (original issue of $151,935,000, 
dated November I, 2007), varying interest rates at 5% - 5.25% per annum, 
payable semiannually on May 5 and November 5, principal fund payments 
due in varying annual installments commencing with a payment of 
$4,920,000 on November 5, 2019 and increasing to a fInal payment of 
$12,155,000 on November I, 2037. The bonds were issued for the purpose 
of currently refunding a portion of the 1993 General Obligation Bonds and 
to provide additional proceeds to fund certain capital improvement projects 
and other GovGuam obligations, including past due tax refunds and 
outstanding COLA settlement payments (the 2007 Projects) and are backed 
solely by a pledge offull faith and credit of GovGuam. $ 151,935,000 

Less net unamortized discount on refunded bonds (4.605,384) 

General Obligation Bonds, 2009 Series A (original issue of $271,070,000, 
dated June 1, 2009), varying interest rates at 5.75% - 7% per annum, payable 
semiannually on May I and November I, principal fund payments due in 
varying semiannual installments commencing with a payment of $3,220,000 
on November 15, 2010 and increasing to a fInal payment of $20,125,000 on 
November 15, 2039. The bonds were issued for the purpose of providing 
proceeds to fund certain capital improvement projects and other GovGuam 
obligations, including past due tax refunds and outstanding COLA 
settlement payments (the 2009 Projects) and are backed solely by a pledge 
of full faith and credit of GovGuam. 

Less net unamortized discount on bonds 
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GOVERNMENT OF GUAM 

Notes to Financial Statements 
September 30, 2013 

(6) Long-Term Obligations. Continued 

General Obligation Bonds, Continued: 

Annual debt service requirements to maturity for general obligation bonds are as follows: 

Year ending 
S!lIltember 30, Princillal Interest Total 

2014 $ 3,805,000 $ 25,492,194 $ 29,297,194 
2015 4,025,000 25,267,081 29,292,081 
2016 4,255,000 25,023,713 29,278,713 
2017 4,510,000 24,760,763 29,270,763 
2018 4,785,000 24,481,913 29,266,913 

2019-2023 49,920,000 115,341 ,994 165,261,994 
2024-2028 72,755,000 96,710,194 169,465,194 
2029-2033 97,655,000 70,976,219 168,631,219 
2034-2038 132,135,000 35,367,719 167,502,719 
2039-2040 38,935,000 2,771,475 41,706,475 

$ 412,780 !lOO $ ~46,123,2!!~ $ 858 2:Z3,Z~5 

As of September 30, 2013, certain amounts have been accumulated within the General Fund in 
the form of $18,091,634 in restricted investments to service the General Obligation Bonds. 
There are a number of limitations and restrictions placed on the bonds as specified below: 

General Obligation Bonds - 2007 Series A, and 2009 Series A: 

On or before the fifth day of each calendar month, GovGuam shall deposit into the Bond Fund 
held by the Trustee an amount equal to the amount necessary to increase the amount in the Bond 
Fund to the aggregate amount for all outstanding Bonds of all unpaid interest, principal and 
Mandatory Sinking Account Payments which shall be required to have been transferred to the 
Bond Fund under the following transfer requirement rules: (i) the amount of interest payable on 
each Bond on a current uncompounded basis on any Interest Payment Date shall be transferred in 
equal monthly amounts over the Interest Accrual Period for such Bond ending on such Interest 
Payment Date; (ii) the amount of interest payable on each Bond on a deferred compounded basis 
on any Interest Payment Date shall be transferred in equal monthly amounts over the Principal 
Payment Period for such Bond ending on the maturity date for such Bond; (iii) the amount of the 
principal of each Bond shall be transferred in equal monthly amounts over the Principal Payment 
Period for such Bond ending on the maturity date for such Bond; and (iv) the amount of each 
Mandatory Sinking Account Payment for Bonds shall be transferred in equal monthly amounts 
over the Principal Payment Period for such Bonds ending on the date such Mandatory Sinking 
Account Payment is due. 

On or prior to the fifth Business Day preceding each Interest Payment Date, the Trustee shall 
notify GovGuam of the amount, if any, by which the aggregate amount of interest and principal 
to be paid on the Bonds on such date exceeds the aggregate amount on deposit in the Bond Fund 
and available to make such payments. On or prior to the third Business Day preceding such 
Interest Payment Date, GovGuam shall deposit with the Trustee an amount equal to the amount 
of such deficiency. 
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(6) Long-Term Obligations, Continued 

General Obligation Bonds - 2007 Series A, and 2009 Series A, Continued: 

In the event that on the third Business Day preceding any Interest Payment Date, the aggregate 
amount of interest and principal to be paid on the Bonds on such date exceeds the aggregate 
amount on deposit in the Bond Fund and available to make such payments, the Depositary upon 
the direction of the Trustee shall transfer to the Bond Fund the amount of such deficiency by 
withdrawing said amount from the Construction Fund or Proceeds Fund. 

The 2007 Series A Bonds are general obligations of GovGuam and are authorized to be issued 
pursuant to Public Law 29-21 and a Certificate of the Governor of Guam, dated November I, 
2007. Under the Certificate, the Governor of Guam appointed a Trustee and Depositary for the 
Bonds and a Paying Agent and registrar for the Bonds. 

In accordance with the Certificate, the Depositary has created the following trust accounts: 

Proceeds Fund - Moneys on deposit in the Proceeds Fund will be disbursed by the Depositary 
for the payment of the costs of the 2007 Projects to be funded from Bond proceeds and the 
costs associated with the issuance of the Bonds, and, to the extent necessary, to fund any 
deficiency in the Bond Fund to pay principal of, mandatory sinking account payments for and 
interest on the Bonds. 

Bond Fund - The Trustee shall apply moneys on deposit in this Fund solely for the purposes 
of (1) paying interest on the Bonds as it shall become due and payable, (2) paying the 
principal of the Serial Bonds when due and payable and (3) purchasing, redeeming or paying 
at maturity the Term Bonds as provided in the Certificate. 

The "Proceeds Fund" and "Bond Fund" accounts are accounted for within the General Fund. 

The 2009 Series A Bonds are general obligations of GovGuam and are authorized to be issued 
pursuant to Public Law 30-7 and a Certificate of the Governor of Guam, dated June I, 2009. 
Under the Certificate, the Governor of Guam appointed a Trustee and Depositary for the Bonds 
and a Paying Agent and registrar for the Bonds. 

In accordance with the Certificate, the Depositary has created the following trust accounts: 

Proceeds Fund - Moneys on deposit in the Proceeds Fund will be disbursed by the Depositary 
for the payment of the costs of the 2009 Projects to be funded from Bond proceeds and the 
costs associated with the issuance of the Bonds, and, to the extent necessary, to fund any 
deficiency in the Bond Fund to pay principal of, mandatory sinking account payments for and 
interest on the Bonds. 

Bond Fund - The Trustee shall apply moneys on deposit in this Fund solely for the purposes 
of (I) paying interest on the Bonds as it shall become due and payable, (2) paying the 
principal of the Serial Bonds when due and payable and (3) purchasing, redeeming or paying 
at maturity the Term Bonds as provided in the Certificate. 

The "Proceeds Fund" and "Bond Fund" accounts are accounted for within the General Fund. 
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(6) Long-Tenn Obligations. Continued 

Limited Obligation Bonds: 

Limited Obligation (Section 30) Bonds, 2009 Series A (original issue of 
$202,425,000, dated June 1, 2009), varying interest rates at 5% - 5.75% per 
annum, payable semiannually on June 1 and December I , principal fund 
payments due in varying annual installments commencing with a payment of 
$4,590,000 on June 30, 2013 and increasing to a fmal payment of 
$15,235,000 on June 30, 2035. The bonds were issued for the purpose of 
constructing a new landfill, closure of the Ordot Dump, prepaying a bank 
loan and funding capitalized interest, and are backed by the full faith and 
credit of GovGuam, payable solely from and collateralized by a pledge of 
Section 30 federal income tax collections. $ 197,835,000 

Less net unamortized discount on bonds (3.187.788) 

Hotel Occupancy Tax Revenue Bonds, 2011 Series A (original issue of 
$90,665,000, dated April I , 2011), varying interest rates at 2% - 6.5% per 
annum, payable semiannually on May I and November 1, principal fund 
payments due in varying annual installments commencing with an initial 
payment of $1,670,000 on November 1, 2011 and increasing to a final 
payment of $5,725,000 on November 1, 2040. The bonds were issued for 
the purpose of advance refunding 1997 Infrastructure Improvement Bonds 
and to provide additional proceeds to fund the construction of a new Guam 
Museum and other projects for the benefit of Guam's tourism industry, and 
are backed by the full faith and credit of GovGuam, payable solely from and 
collateralized by a pledge of hotel occupancy tax revenues. 

Less net unamortized discount on bonds 

Business Privilege Tax Revenue Bonds, 2011 Series A (original issue of 
$235,000,000, dated December 1, 2011), varying interest rates at 2.5% -
5.25% per annum, payable semiannually on January I and July 1, principal 
fund payments due in varying annual installments commencing with an 
initial payment of $4,515,000 on January 1, 2017 and increasing to a final 
payment of $1 S,940,000 on January I, 2042. The bonds were issued for the 
purpose of providing proceeds to fund other GovGuam obligations, 
including past due tax refunds and outstanding COLA settlement payments, 
and funding capitalized interest, and are payable solely from and 
collateralized by a pledge of gross receipts tax revenues. 

Add net unamortized premium on bonds 
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194.647.212 

87,255,000 

(1.139.747) 

86,115,253 

235,000,000 

7,938,043 

242,938,043 


