F.O. Box 2977
Hagatfia,
Gl 95932

Message from the Consolidated
Commission on Utilities!

Buenas Yan Saludas Todus Hamyo!

Dwring the past Four years, seven of your felfow ratepayers and citizens
hawve had the konor to be elected to serve you on the Consolidated
Commission on Ltilities (0CU: Tom Ada (%), Vincent Camacho, Jadith
Guttertz, Glarfa Melsan %), Bankgno Palomo (%), Siman Sanchez 1 (%), and
Frank Shimizu, Mourrenthy serving)

e humbly thank yau for allowing us to serve.

Cormmitied to keeping you informed, we are pheased to share with you
same of the accomplishrments of bath the Guam Power and Guarn Water-
warks futhorities since January 2002, We are proud of the progress made a1
hath GYWa ans GPA. W hope that rather than |ust reading of owr achieve-
ks th foug i this newshatter - you fng fm'umbl'p mpacted each day by sorme
of the Irr proverments your utility agencies hawve rade para heg.

B e wark to provide vou with reliable utility services thal ane alford-
ahle, afficlent 2nd safe, It is Important that you also know of some of the
challenges we faced and what we must eontinue to deal with as we make
ancaing improvernerts at GRA and GWG, While much has bean accom-
plished, much more needd to be done,

S'nce 203, we have obtaimed over 5150 million for an array of Capital
Improvemant Prajects foe GPA and GWA. Owver 51.5 billion in projects owver
the naxt teanty wears s being planned as you read this. We are certain
that as we complete these projects, the infrastructure capacity of youwr waters
erd power utilities will perborm as well as any other utifties in the workd,

In additicn o investing in the plant and facilites at GWA and GPA, we
s also inwesting in our oyer 775 emoloyees o that they have the profes
slanal and techniczl tralning and com pensatien needead to better sense you
Ve oarg reinvesting inoyour wbifitios and your hard working dedicated
errplayess sovou will continue to experencoes the Improved eficlency and
effectivienesss that cormes with well managed wnd well rin wtilites,

Un Dangkofo me 5 Yu'es Ma'rse for providing us with the opportunity
o SEre you,

Fenserdrmende,

TR AL,

BEMIGHNC PALCMO,
GLORIA MELSTIN,
SINDIN &, SAMCHEZ, Il

Members,
Consaldated
Cormmissian on
Uitiithlas,

G fepbier 20006

Your Water is the Cleanest and Safest in Decades

Before 2003, your water systeim was frequenthy plagued with bail
water natices and hundreds of millions of gallans of uncantrolled sewage
spills that polluted our agquifer and coean. A5 a result, in Decermber 2002,
the United States Environmental Protecticn Agency [LISEPAL filed & law
suit against GWA for failing to meet federal clean water and safe drinking
waler standards,

Upon taking office in January 2003, the CCU and GWA had to respord
qulckhy 1o the demands of LSEPA and Guam ratepayers to fix and madern-
ize Guam's water and wastewater systems,

The CCL immediately hired new experienced management fo turm
GWA around. In the four years since the USEPA lawsuit, GWA'S manage-
ment and employees have greatly improved diinking water quality and
reduced sewange spills.

From 15999 to 2002, G\WA fssued 322 Boil Water Notices for polluted
drinking water. Since 2003, only 22 Beil Water Motices were issusd. In
three of the last four years, there were NO boil water notices.

USERA noted these improvements in their 2005 annual report, ©. .
improvements to the Bland’s drinking water systems.... resulfted i the
safest drinking water Guam has experienced fin decades.”

EPA also noted “Sewage spills were rediced by 90%.°

GEWa's hard working employvees and improved management naw
provide the quality drinking water vou demand and expect.

GWA Finances Improve - $100 Million Obtained
to Begin System Rebuilding

excessive  owertime,  equiprent
rentals, oulside contracts  and
ather operating costs by ower 20%,
saving over $8 milllon annually.
in FY 2005, GWA reported for
tha first time an [ncreasza in net

From 1998 to 2002, GWA
reported financial losses of more
than 560 million n ratepayer
manies. When the COU took office
in 2003, GWA was broken and
bankrupt. GWA couldn't pay itz

bills, had no maney to rebuild and
had pe ability to bomow the
money needed to eebwild.
Improving GWA finances  was
critical.

In 1998, GWA had over 400
employees working at the watcr
agency. Today, GWA provides
better  service with only 250
employees, saving 53.2 million a
yizar in payroll GWA alse reduccd

assets, GUWA was nowe generating
more revenuss than expenses, As
a result of this dramatic inancial
recovery. last Novembar bond
investors loaned GWA for the
first time aver 5104 Million to hix
GuUr systems.

Today, GWA invazts rate-
payer money in operating, main-
taining and rebuilding & new
and mare reliable GIWA.



GPA Restores Reliability and Accountability

In January 2003, the COU and
GPA faced enormous problems as
well, testering on the verge of
bankruptcy and bond recehvership.

GPA had failed to recover $13
milllian In fuel coste GPA alto failed
o collect over 540 million In wunpaid
government power bills, while all
other ratepayers had 1o keep
peying their power bills cument,
Ratepayers were belng forced to
Aubsidize government power bills.

Without collecting  badly
needed revenues, two of GPAS
maost efficient Cabras generators
sat [moperabla for nearly two
years because there was no
money ta fix them. in addition,

GPA wras fonced to use more costly
diesel generators to mest dally
power demands, GPA also had no
morey to fix the distribution
systern after years of neglect and
Super Typhoons Paka, Chatan
and Pongsona.

GPAs new management and
amployvess Immedistely focused
on revitalizing GFA. In less than &
year, GPA brought the twe
Cabras units back on-lina.

GPA  also used effective
public-private  parinarships to
improve the reliabifity of all the
Cabras wnits. Today, all four
Cabras units combine private
management with skilled GFA

ampioyser o Inmme almont
1009 of the powes comes Fram
our most eoffidamt basslond
genersinr, Prior to these partmer-
shilps, only B0 of the power carme
frorm our mest effidert generatons,
wasting  valuable fuel and
ratepayer monles,

GPA also stopped providing
praferential traatmant to goverm-
memt socoumts. Govermment
Acounts now most maintain their
current blllings o risk being cut-off
like any other delinguent ratepayer.
Delinquent govermment accounts
heve been cut-off, As @ resulg
GavGLam now pays Its current bills
Just like army ratepayer.

The Rising Cost of Fuel is the Only Reason your Power Bill has Increased

Im the past four years, the
rising cost of fuel has greatly
affected all of us. Four years
wgo, GPA spent $100 million
annually on fuel. For the

Residential Usage
KWH per Month

coming fiscal year, ower $200
million s prajected to be spent.
Below |5 2 typical residential
power bill In 2002 and the same
bill in 2008, Mon-fuel charges such

as laber, maintenance and debt
service have not changed (n
over ten years. Onlly the fuel
portdon of your Bl has
charged since 2002,
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That's Why GPA is Looking at
Alternative Sources of Fuel for Power

With the canbnuous cost of
fuel rising GPA Is ssaking other
alternetive sources of energy for
you. GPA will zoon complete Hs
Integrated Resgurce Flan. Tha plan
will laok at the mast cost-effective
ways 1o serve Guars growth. A
mumber of altemathe soumes of
powver are being evaluated, induding:
+ Coal-fired power plants
= Liquid natural gas plants
« Wind farm generatlon
v Re-moling existing plants to

work In combined-cede with
ather plams, using the steam
frorm ofe to provide energy for
the other

+ Show Speediedium Speed Diesels

+ Using the ocean as a source for
power (Ocean Thermal Energy)
as ‘well as for air conditioning
{Deen Sea Coaling)

GPA also will rewive its "Diemand-
ilde Management” program o help
raward consumers fer conserving
energy by purchasing energy
efficlent products.

Determining the best mix of
alternative energy sources and
demand - sicle management will
help GPA find the best ways to

provide efficlent power at a lower
cost for you.

546.76
43.95%

§74.54
41.50%

FEMA Monies Saved and Invested

Prior to the OCU, over $25 million in FEMA relmbursemerts for
typhoon damage was being withheld from GPA due W prior
managements fallure o document expenses. GPA  worked
diligently to meet FEMA requirements and now has received meer
525 milllon ks FEMA reimbursamants. These monles are being used
to repair and strengthen GPA'S transmission and distribution system.

In addition, GPA convinced FEMA o provide an additional
520 milllon to put key perta of the system underground.
Underground projects are mmpleted for the Guam Memorial
Hospltel and other projects are underway for critical
HammonTumenyTamuning power lines, The hosplzl will now have
reliable GPA generated power even during bad westher. GPA also
worked with tha Alr Force to use milkary funding to undaer-
ground a direct line tn Andersen Air Force Bese.




Invasting in Employes Training Leads to
Better Service

When the CCU ok office in
January 2003, both wnlides
struggled with  attrecting  and
retalning skilled technlcal and
professional workers, Law pay, an
aging work force and the bk of
good trelning programs tesulisd
in fewer kil led professionals work-
Ing for wou.

GOPA warked with the Guam
Communley  College (GO0 ta
revive 3 matlonelly  certified
Apprenticeship Training Program:.
77 apprantices now recelve
hands-on training at GPA whils
pleso mastering thelr academic
recpulraments at GCC. GPA also
requires is private parmers
provide continuous training to
GPA employees.

GWA regulres EPA certlfied
technlclans 1o operate and maln-
fin our water and wastewater
systems.  Through in-house
training, GWA has increased the
numbar of WS EPA certified
operatars from 16 to 37 employ-
#as. New employees are not hired
unless they are EPA cortified. GWA
also has successiully recruited its
first professional engineers to

work Bt the authority. Todey thers
are five registered professional
anginears at GWA. In 2002, thera
were ne lleensed professonal
argmnedrs st GWA. CWA alio
secured & 5115080 federal grant
o expand s 5158,000 in-house
tralning program over the next
thres years,

Warking with the Legislature
ard Goverreor, both utllitdes helped
craft mew laws to retain and ot
*certified, professional and techni-
cal® employees. The lews now
pllows your utllities to establish
cormpetitive meariet wages for
skilled professionals 20 we can
retain mnd attract the best
peaple o work for your utilities
right here at home, Instead of
losing them off-island..

The CCU recagnizes that your
utilities  cannet  function  and
perform effectively without skilled
personned bo assist in these efforts,
Both GWA and GPA will continue
1o Imvest in our most Important
assat— our employeas—so that
they sra sble to better serve you
In providing the reliable services
you need.

Utilities Stop Using Rate r Money to
b oo

Both wutilities have stopped a bong-time practice of using retepayer

marey ta put in systems for praperty developers. Retepayer money should
be used {0 operate. maintain and improve the existing wtlity - systems,
When developers warrt to improve their own property, they must use thair
own money 1o connect tothe GPA and GWA systerns, These rules and laws
have been place for decades birt were often ignored or paliticized. As a
result, rlllions of dollars that should have bean spant to focthe system for
all ratepayers were being diverted to benefit 3 few developers. GWA and
GPA nonw followr the law and the*best practices™ of good utilitie: to ute
ratapayer money to operate and upgrade the sdsting systems, whila
requiring develapars to pay thelr own costs o connect to the systems.

To Better Serve Our Cusfomers

GPA now sccepts dabit/credht card and on-ine paymants
for bills. Currertly, there are over 1,000 residential accounts
paying on-line, YA will soon modal the GFA program.

In addition, 3P4 has opened a Hagatna Satellite Ofice at the
Agana Shopping Cerder and has renovated its Agat Satedlibe
Office to batter serve 15 customers, Office hours are fron Bem to
Spm, Mondey through Friday. To reach either of these offices,
call the Hegatna Satellie Office at 472-4472/3M4 or the Agat
Satellite Oifice at BE5-2925, GVA il can be pald at the satsliite
officas at wall




Capital Improvement Projects

The CCU, GPAand GWA recognize that Guam will not continue to grow
if our wtilities are not prepared. After addressing the more immediate
problems challenging our ailing water and power systems, a long term
program of Capital Improvement Projects has been planned. Since 2003,
over 5150 milllon In power and water project funding has been
secured through bonds, grants and working capital to begin to
rebufld and modernize our power, water and wastewater systems
throughout the island.

GWA plans over 5231 million in projects over the next five years, the
beginning of an 5841 million twenty year master plan to modernize and
grow GWA'S system. The first five years of projects are listed below (left):

GWA CAPITAL IMPROVEMENT PROGRAM GPA PROJECTS
Fiscal Years 2005-2009
Miscollaneous Tranemitsion 568,000,000
Caphal Improvernent Program: General Plang 540,000,000
Transmission & Distribution
Wasberwarter Treatmaent Facility 520,173 Undengroursd 5300, 000,000
Water Treatment Facilicies 12,437 Doty S Wiarbor
Water Prodoction/Disindection 12,046 Alr Condfiticning S110,000,000
Wastewater Collection System. 7,044 GPAGWA Contralized Facility  S40.000,000
‘Water Distribution System 121,889 New Base Load Unit SO0, 000,000
Efficlency Lipgrades 27,839 Revenue Generated CIF 5 150,000,000
Mirelaneous 18,350 TOTAL S, 000,000
Military Related Projects
TOTAL SI0.478 included abowe £100,792,487

GPA plans to spend over 5650 milllon during the next ten years. A
summary of projects is shown above (rightl,

During the next twenty years, over 51,5 billion will be needed to
continue to meet Guam's exciting future, The planning for this growth has
already begun.

All of this is being done because you demand and expect reliable
service to serve Guam's exciting future.

CLARIFYING THE RECORD ON FENA LAKE

There continue to be misrepresentations in the community that
the COU ended Guam's legal cladm to Fena Lake, These claims are untrue,

In 2003, the COU settbed a Navy lawsult against GWA for 511 million
In wmspaid water bills for 59 million, saving ratepayers 52 million.

The CCU payment settherment was combined by the federal cour
with a separate lawsuit where the Government of Guam swed to claim its
ownership of Fena resources. GovGuarm's claim was vigorously opposed
by the Federal gowernment. The federal court made it chear it would rule
against GovGuarm in both cases and required both lawsiits 1o be settled
at one time

The CCU did not negotiate the Fena settlement for GovGuam.
The CCU has no power to bind GovGuam to any legal settlement.
GowGuam's settlement was negotiated by the Attarmey General

The CCU only settled GWA's obligation to the Navy.

Marry of us believe Guam continues 1o have an inalienable right 1o
Fena resources and that this ssue can still be [Migated. However, under
federal law, as cumently interpreted by the federal courts, Fena title
remaing with the U5, Government.

GWAS goal s to become a world class utifity so that it eventually
operates all water and wastewater Systemds on Guam, in the same way our
Alrport authority and GPA took control of air and power services by
prewing it could operate them better than the federal government.

P — S

Hagatna 5 10M Sewer Treatment Plant Project groun



