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OFFICE OF SENATOR
TELENA CRUZ NELSON

CHAIRPERSON OF THE COMMITTEE ON HOUSING, UTILITIES, PUBLIC SAFETY & HOMELAND SECURITY
I MINA’TRENTAI KUATTRO NA LIHESLATURAN GUAHAN | 34th GUAM LEGISLATURE

April 21, 2017

The Honorable Benjamin J.F. Cruz
Speaker

[ Mina'trentai Kudttro na Liheslaturan Gudhan
155 Hesler Place

Hagatna, Guam 96910

VIA: The Honorable Michael F.Q. San Nicolas @
Chairperson, Committee on Rules

/‘/’ Shell W S ¥dv Uz

RE: Committee Report on Informational Briefings on the Guam Waterworks Authority:
Increase of water and wastewater rates

Dear Chairman San Nicolas:

Transmitted herewith is the Committee Report on the Informational Briefings on the Guam
Waterworks Authority: Increase of water and wastewater rates held on January 26, 2017, February
6, 2017, February 16, 2017 and March 22, 2017, 5:30 p.m. in the Public Hearing Room of the former

Guam Legislature Building and Guam Congress Building.

Sensergmente,

Telena Cruz Nelson
Senator

GUAM CONGRESS BLDG. 163 CHALAN SANTO PAPA HAGATNA, GUAM 96910
Tel: (671) 989-4678/7689 | Email: senatortcnelson@guamlegislature.org
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Committee Report
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First Notice of Public Hearing and Informational Briefing: Wednesday, January 25,
2017

Telena Cruz Nelson <senatortcnelson@guamlegislature.org> Thu, Jan 19, 2017 at 10:45 AM

Bee: senatoricnelson@gmail.com
Hafa Adai,
Please disregard Public Hearing Notice sent on Wednesday, January 18, 2017 and see attached for the corrected
First Notice of Informational Briefing which will be held on Thursday, January 26, 2017 at 5:30 P.M. in the Guam
Legislature's Public Hearing Room.

Thank youl!

January 19, 2017

MEMORANDUM

To: All Senators, Media, and Stakeholders

From: Senator Telena Cruz Nelson, Chairperson

Subject: First Notice of Informational Briefing: Thursday, January 26, 2017, 5:30 P.M.

Please be advised that the Committee on Housing, Utilities, Public Safety & Homeland Security
will be conducting an informational briefing on Thursday, January 26, 2017. This meeting will
take place in the public hearing room of / Liheslaturan Guahan. The agenda is as follows:

5:30 P.M. Informational Briefing

« Guam Waterworks Authority: Increase of water and wastewater rates

https:/imail.google.com/mail/uf1/?ui=2&ik=0cc64bcec54&view=pt&ag=..qs=true&search=query&msg=159b42fe53eb4c248&siml=159b42fe53eb4c24 Page 1of 2



Gmail - First Notice of Public Hearing and Informaticnal Briefing: Wednesday, January 25, 2017 4{317, 3:38 PM
In compliance with the Americans with Disabilities Act, individuals requiring special
accommuodations or services or for more information on this briefing, please contact the Office
of Senator Telena Cruz Nelson via email senafaricnelson@gmail.com or call 989-7696 or 969-

7679.

—————————— Forwarded message ----—-—-—--

From: Telena Cruz Neison <senatortcnelson@guamiegislature.org>

Date: Wed, Jan 18, 2017 at 5:59 PM

Subject: First Notice of Public Hearing and Informational Briefing: Wednesday, January 25, 2017

{Quoted text hidden)

=3 2017.01.19_TCN First Notice of Informational Briefing.pdf

I 501K

https:/fmait.gocgle.com/mailjuf1/2ui=2&ik=0ccB4bcch4&view=pt&g=...s=true&search=query&msg=159b42fe53eh4¢c24&siml=159b42fe53eb 4624 Page 2 of 2
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January 19, 2017

MEMORANDUM

To: All Senators, Media. and Stakeholders

From: Senator Telena Cruz Nelson, Chairperson Q/fw—-—-—-—*

Subject: First Notice of Informational Briefing: Thursday, January 26, 2017, 5:30 P.M.

Please be advised that the Committee on Housing, Utilities, Public Safety & Homeland Security will be
conducting an informational briefing on Thursday, January 26, 2017, This meeting will take place in the
public hearing room of / Liheslaturan Guahan. The agenda is as follows:

5:30 P.M. Informational Briefing
s  Guam Waterworks Authority: Increase of water and wastewater rates

In compliance with the Americans with Disabilities Act. individuals requiring special accommodations or
services or for more information on this briefing, please contact the Office of Senator Telena Cruz Nelson via
email senatortcnelson(@gmail.com or call 989-7696 or 969-7679.

155 Hesler Place Suite 302 Hagatna, Guam 96910 * (671) 989-7696 *
senatortenelson@guamlegislature.org
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Second Notlce of lnformatlona! Brlefmg Thursday, January 26, 2017 5 30 P.M.

Office of Senator Telena C. Nelson <senatoncnelson@gmall com> Mon Jan 23, 2017 at 5:25 PM
Bece: phnotice@guamlegislature.org, mchordallo@guamwaterworks.org, Bernadette Lou Sablan
<l.sablan@gpagwa.com>, heidi@guamwaterworks.org, thomas@guamwaterworks.org, mis@guamlegislature.org

January 23, 2017

MEMORANDUM

To: All Senators, Media, and Stakeholders

From: Senator Telena Cruz Nelson, Chairperson

gal:;)ject: Second Notice of Informational Briefing: Thursday, January 26, 2017, 5:30

Please be advised that the Committee on Housing, Utilities, Public Safety & Homeland Security
will be conducting an informational briefing on Thursday, January 26, 2017. This meeting will
take place in the public hearing room of / Liheslaturan Guahan. The agenda is as follows:

5:30 P.M. Informational Briefing

o Guam Waterworks Authority: Increase of water and wastewater rates

In compliance with the Americans with Disabilities Act, individuals requiring special accommodations or
services or for more information on this briefing, please contact the Office of Senator Telena Cruz Nelson
via email senaforfcnelson@gmail.com or call 989-7696 or 969-7679.

2017 01 23 TCN Second Notlce of IB on 2017 01 26 pdf
J 696K

https://mail.gccgle.com/mailfuf1/?ui=2&ik=0cc84hcch4&viewspt&g=i..qs=true&search=query&msg=159ca37 74effab86&sim|=159ca3774effabBs Page 1 of 2
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January 23, 2017

MEMORANDUM

To: All Senators, Media, and Stakeholders

From: Senator Telena Cruz Nelson, Chairperson 7'—4—\—-—)

Subject: Second Notice of Informational Briefing: Thursday, January 26, 2017, 5:30 P.M.

Please be advised that the Committee on Housing, Utilities, Public Safety & Homeland Security will be
conducting an informational briefing on Thursday, January 26, 2017. This meeting will take place in the
public hearing room of / Likeslaturan Guahan. The agenda is as follows:

5:30 P.M. Informational Briefing
*  Guam Waterworks Authority: Increase of water and wastewater rates

In compliance with the Americans with Disabilities Act, individuals requiring special accommodations or
services or for more information on this briefing, please contact the Office of Senator Telena Cruz Nelson via

email senatoricnelson(@gmail com or call 989-7696 or 969-7679.

155 Hesler Place Suite 302 Hagatna, Guam 96910 * (671) 989-7696 *
senatortcnelson@guamlegislature.org
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January 20, 2017

VIA E-MAIL:
Lsablan@gpagwa.com

Mr. Joseph T. Duenas

Chairman

Consolidated Commission on Utilities
578 North Marine Corps Drive
Tamuning, Guam 96913

Subject: Invitation to Informational Briefing- Thursday, January 26, 2017, 5:30 P.M.

Dear Mr. Duenas:

Hafa Adai! Please be advised that the Committee on Housing, Utilities, Public Safety, and Homeland Security will
be conducting the following on Thursday, January 26, 2017 at the Legislature’s Public Hearing Room:

5:30 P.M Informational Briefing
*  Guam Waterworks Authority: Increase of water and wastewater rates

[ invite you to appear before this committee to participate in the informational briefing. Please feel fiee to
extend this invitation to other interested members of our community. Individuals requiring special
accommodations, auxiliary aids, or service shall contact and submit their request to Ramon Salas at ny

office.

Please do not hesitate to contact me, should you have any questions or concerns. | look forward to your
attendance and participation. S7 Yu ‘'os Ma ‘ase!

Senserapent
2 @Z
———

Telena Cruz Nelson

Senator
I Mina’ Trentai Kudtro Na Liheslaturan Guéhan

cc: All CCU Members

155 Hesler Place Suite 302 Hagdriia, Guam 96910 * (671) 989-7696
senatortenelson@guamlegislature.org
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Invntatlon to Informational Brleflng Thursday, January 26 2017 5 30 PM

Office of Senator Telena C Nelson <senatortcnelson@gma|l com> Fri, Jan 20, 2017 at 1:32 PM
To: Joseph Duenas <jtduenas@hotmail.com>
Cc: Bernadette Lou Sablan <l.sablan@gpagwa.com>

January 20, 2017

VIA E-MAIL:

f.sablan@gpagwa.com

Mr. Joseph T. Duenas

Chairman

Consolidated Commission on Utilities
578 North Marine Corps Drive

Tamuning, Guam 96913

Subjecti: Invitation to Informational Briefing- Thursday, January 26, 2017, 5:30 P.M.

Dear Mr. Duenas:

Hafa Adail Please be advised that the Committee on Housing, Utilities, Public Safety, and Homeland Security will be
conducting the following on Thursday, January 26, 2017 at the Legislature’s Public Hearing Room:

5:30 P.M Informational Briefing_

Guam Waterworks Authority: Increase of water and wastewater rates

| invite you to appear before this committee to participate in the informational briefing. Please feel free o extend
this invitation to other interested members of our community. Individuals requiring special accommodations,

https:/[mail.google.com/mail{uf0/?ui=2&ik=0ccE4bcc548view=pt&msg..tduenas%40hotmail.com&gs=true&search=query&simi=159h9eeff4 7fde6 4 Page 1of 2
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auxiliary aids, or service shall contact and submit their request to Ramon Salas at my office.

Please do not hesitate to contact me, should you have any questions or concemns. | look forward to your
attendance and participation. Si Yt'os Ma'ase!

Senseramente,

Telena Cruz Nelson

Senator

| Mina’ Trentai Kudtro Na Liheslaturan Gudhan

cc: All CCU Members

sﬂ 2017.01.20_TCN Letter of Invitation to GWA re Informational Briefing 2017.01.26_Duenas.pdf
— 878K

https://mail.google.com/mailfuf0/?ui=2&ik=0ccB4bcchb4&view=pt&msg...duenas%40hotmail.com&qgs=truedsearch=query&siml=159b9eeff47fde64 Page 2 of 2
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Invitation to Informational Briefing- Thursday, January 26, 2017, 5:30 P.M.

Joseph Duenas <jtduenas@hotmail.com> Fri, Jan 20, 2017 at 9:57 PM
To: "Office of Senator Telena C. Nelson" <senatortcnelson@gmail.com>

Cc: Bernadette Lou Sablan <l.sablan@gpagwa.com>

Hafa Adai Senator Nelson,

Thank you for your invitation to the Informational Briefing you have scheduled for January 26, 2017. Unfortunately,
Fitch, one of the three Rating Agencies, who rates the credit worthiness of the Guam Waterworks Authority (GWA),
has scheduled a meeting for the Consolidated Commission on Utilities and the Management of GWA to present an
update on the Finances and Operations of GWA. This meeting was scheduled for January 26, 2017 in San Francisco
back in December. Rating Meetings like these are important to our Ratepayers because the better the ratings that
GWA receives, the lower the interest rates on our future Bond Issuances will be and thus lower costs to our

Ratepayers.

In view of this schedule, we request a postponement of the Informational Briefing to the following week. We hope for
your favorable response to our request.

Senseramente,
Joseph T. Duenas
Chairman, CCU
Sent from my iPad

> On Jan 20, 2017, at 1:32 PM, Office of Senator Telena C. Nelson <senatortcnelson@gmail.com> wrote:

>

>

> January 20, 2017

>

> VIA E-MAIL:

> | sablan@gpagwa.com<mailto:l.sablan@gpagwa.com>
-

> Mr. Joseph T. Buenas

> Chairman

> Consolidated Commission on Uilities

> 578 North Marine Corps Drive

> Tamuning, Guam 96913

>

> Subject: Invitation to Informational Briefing- Thursday, January 26, 2017, 5:30 P.M.

>

>

> Dear Mr. Duenas:

>

> Hafa Adail Please be advised that the Committee on Housing, Utilities, Public Safety, and Homeland Security will be
conducting the following on Thursday, January 26, 2017 at the Legislature's Public Hearing Room:
-3

> 5:30 P.M Informational Briefing

>

https:/{mail.google.com/mailfu/0/7ui=2&ik=0ccB4bccb4Bview=pt&msg...duenas40hotmail.com&as=true&search=query&siml=159bbbd 78610feaf Page 1 of 2
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>+  Guam Waterworks Authority: Increase of water and wastewater rates

> | invite you to appear before this commiitee to participate in the informational briefing. Please feel free to extend this
invitation to other interested members of our community. Individuals requiring special accommodations, auxiliary aids,
or service shall contact and submit their request to Ramon Salas at my office.

> Please do not hesitate to contact me, should you have any questions or concerns. | look ferward to your atiendance
and participation. Si Yu'os Ma'ase!

> Senseramente,

> Telena Cruz Nelson

> Senator

> | Mina' Trentai Kuatro Na Liheslaturan Guahan

>

>ce. Al CCU Members

-

>

-2

> <2017.01.20_TCN Letter of Invitation to GWA re Informational Briefing 2017.01.26_Duenas.pdf>

https://mail.google.com/maitfu{3{?ui=2&ik=0ccB4becec54&view=pt&msg...duenas%4 Ohotmail.com&qgs=true&search=query&siml=159bbbd 78619feaf Page 2 of 2
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January 25, 2017

VIA E-MAIL:

tduenas@hetmail.com

Mr. Joseph T, Duenas

Chairman

Consolidated Commission on Utilities
578 North Marine Corps Drive
Tamuning, Guam 96913

Subject: Response regarding request to postpone Informational Briefing

Dear Mr. Chairman:

Hdfa Adai! Thank you for your request of January 20 to postpone the Informational Briefing scheduled for January
26. I understand and acknowledge the importance of your meetings in San Francisco. I agree that yout presentation is
important to the ratepayers of Guam and I look forward to receiving that same briefing during a continuation of the

January 26" Informational Briefing,

I am moving ahead with the Brefing as otiginally scheduled. It was called to allow GWA officials to shed light on
issues raised by the Public Auditor in her recent report. We have also requested specific documents that we hope to
teceive by that time. It will be necessarily limited to allow GWA staff to attend the Public Udlities Commission
meeting at 6:30 p.m. the same day.

Tomorrow’s Briefing is only the first of a series of meetings to familiarize not only myself as Chair, but also the people
of Guam on the relationship of rates to services, and the effort to modernize GWA and bring it to full compliance to
applicable regulations and standards.

I thank you for your concern and I look forward to recciving the briefing upon your return from San Francisco. 57
Yr'os Ma'ase!

Senseragrents,

Telena Cruz Nelson
Senator
I Mina’ Trentai Kudtro Na Libeslaturan Gudhan

e Mr. Migne! C. Bordalle, P.E., General Manager, Guam Waterworks Anthority

155 Hester Place Suite 302 Hagdffia, Guam 96910 * (671) 989-7696
senatortenelson@guamlegislature.org
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Response regardmg request to postpone Informatlonal Brlef:ng

Office of Senator Telena C. Nelson <senatortcnelson@gma|l com=> Wed Jan 25, 2017 at 12:07 PM
To: Joseph Duenas <jtduenas@hotmail.com>

Cc: mebordallo@guamwaterworks.org, Bernadette Lou Sablan <l.sablan@gpagwa.com>

Bec: senatortenelson@guamlegislature.org, jennifer.lj. dulla@gmail.com, pmesa@guamilegisiature.org,
darryl@guamtech.com

January 25, 2017

VIA E-MAIL:

ftduenas@hotmail.com

Mr. Joseph T. Duenas

Chairman

Consolidated Commission on Utilities
578 North Marine Corps Drive

Tamuning, Guam 96913

Subject: Response regarding request to postpone Informational Briefing

Dear Mr. Chairman:

Hafa #1dai! Thank you for your request of January 20 to postpone the Informational Briefing scheduled for January 26. I understand
and acknowledge the importance of your meetings in San Francisco. | agree that your presentation is important to the ratepayers of

Gth

Guam and 1 look forward to receiving that same briefing during a continuation of the fanuary 26" Informational Briefing,

I am moving ahead with the Briefing as originally scheduled. It was called to allow GWA officials to shed light on issues raised by the
Public Auditor in her recent report. We have also requested specific documents that we hope to receive by that time. It will be
necessarily limited to allow GWA staff to attend the Public Utilities Commission meeting at 6:30 p.m. the same day.

https:{/maii.google.com/mail/u/0/?ui=2&ik=0ccE4bcc54&view=pt&ms..duenas%40hotmail.com&qgs=true&search=query&siml=159d360caeb8cale Page 1 of 3
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‘Tomorrow’s Briefing is only the first of a series of meetings to familiarize not only myself as Chair, but also the people of Guam on
the relationship of rates to services, and the effort to modernize GWA and bring it to full compliance to applicable regulations and
standards.

T thank you for your concern and I look forward to receiving the briefing upon your return from San Francisco. S7 Yu s AMa e/

Senseramente,

Telena Cruz Nelson
Senator

I Mina’ Trentai Kudtro Na Liheslaturan Gudban

e Mr. Miguel C. Bordallo, P.E., General Manager, Guam Waterworks Authority

OCn Fri, Jan 20, 2017 at 8:57 PM, Joseph Duenas <jtduenas@hotmail.com> wrote:
Hafa Adai Senator Nelson,

Thank you for your invitation to the Informational Briefing you have scheduled for January 26, 2017. Unfortunately,
Fitch, one of the three Rating Agencies, who rates the credit worthiness of the Guam Waterworks Authority (GWA),
has scheduled a meeting for the Consolidated Commission on Utilities and the Management of GWA to present an
update on the Finances and Operations of GWA. This meeting was scheduled for January 26, 2017 in San
Francisco back in December. Rating Meetings like these are important to our Ratepayers because the better the
ratings that GWA receives, the lower the interest rates on our future Bond Issuances will be and thus lower costs to
our Ratepayers.

In view of this schedule, we request a postponement of the Informational Briefing to the following week. We hope for
your favorable response to our request.

Senseramente,

Joseph T. Duenas
Chairman, CCU

Sent from my iPad

> On Jan 20, 2017, at 1:32 PM, Office of Senator Telena C. Nelson <senatortcnelson@gmail.com> wrote:
-

-

> January 20, 2017

>

> VIA E-MAIL:

> |.sablan@gpagwa.com<mailto:l.sablan@gpagwa.com>
>

https://mail.google.com/mail fuf0/?ui=2&ik=0cc64bccE48view=pt&ms..duenas%40hoctmail.com&qs=true&search=guery&siml=159d360caet9caze Page 2 of 3
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> Mr. Joseph T. Duenas

> Chairman

> Consclidated Commission on Utilities

> 578 North Marine Corps Drive

> Tamuning, Guam 96913

>

> Subject: Invitation to Informational Briefing- Thursday, January 26, 2017, 5:30 P.M.

-]

>

> Dear Mr. Duenas:

>

> Hafa Adai! Please be advised that the Commitiee on Housing, Utilities, Public Safety, and Homeland Security will
be conducting the following on Thursday, January 26, 2017 at the Legislature’s Public Hearing Room:

-

> 5:30 P.M Informational Briefing

>

>+«  Guam Waterworks Authority: Increase of water and wastewater rates

> | invite you to appear before this committee to participate in the informational briefing. Please feel free to extend
this invitation to other interested members of our community. Individuals requiring special accommodations,
auxiliary aids, or service shall contact and submit their request to Ramon Salas at my office.

> Please do not hesitate to contact me, should you have any questions or concerns. | look forward to your
attendance and participation. Si Yu'os Ma'ase!

> Senseramente,

> Telena Cruz Nelson

> Senator

> | Mina' Trentai Kuatro Na Liheslaturan Guahan

-

>c¢¢c;  AllCCU Members

>

>

>

> <2017.01.20_TCN Letter of Invitation to GWA re Informational Briefing 2017.01.26_Duenas.pdf>

818K

https:jfmail.google.com/mail{u/0/7ui=2&ik=0cc64bccE48view=pt&ms..duenas%40hotmail.com&gs=true&search=query&siml=159d360caeB9ca2e Page 30f 3
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Committee on Housing, Utilities, Public Safety and Homeland
Security
Informational Briefing
5:00 p.m., Thursday, January 26, 2017

AGENDA

o Informational Briefing from Guam Waterworks Authority: Increase of
water and wastewater rates

155 Hesler Place Suite 302 Hagdtiia, Guam 96310 * (671) 989-7696 *
senatortecnelson@guamlegislature.org



I Mina'trentai Kudtro Na Liheslaturan Gudhan
Committee on Housing, Utilities, Public Safety, and Homeland Security

Office of Senator Telena Cruz Nelson
Informational Briefing Sign-in Sheet

Thursday, January 26, 2017 * 5:30 p.m. * Public Hearing Room
Informational Briefing, Guam Waterworks Authority: Increase of water and wastewater rates
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S LEAM ' ' : AUTHORITY
“Better Watsr, Better Lives.”
Gloria B. Nelson Public Service Building | 888 Route 15, Mangilac, Guam 96813
P.O. Box 3010, Hagatna, Guam 96932

lanuary 26, 2017

VIA HAND DELIVERY

Honorable Telena Cruz Nelson
Senator 34™ Guam Legislature
155 Hesler Place Suite 302
Hatgatna, GU 96910

Subject: Information Briefing on the Guam Waterworks Authority Increase of Water and
Wastewater Rates

Hafad Adai Senator Nelson,

The written testimony herein is intended to provide you with information relative to the subject of
Increases of Water and Wastewater Rates. GWA appreciates you providing in advance the specific
information request to the subject matter which this written testimony will attempt response to. There
were eleven specific information request posed to GWA and | will like to go over each one.

The first information requested was relative to “Copy of Consent Decree(s)”. GWA would like to clarify
that we are under a 2011 Court Order that requires GWA to meet certain water and wastewater system
improvements that comply with the Safe Drinking Water Act and the Clean Water Act. A copy of the
2011 Court Oder (See Exhibit 1) is provided as part of the written testimony. GWA can send via email a
pdf file of the Court Order.

The second information request to GWA was a “Briefing of history on Consent Decree(s)”. GWA's failure
to meet all of the SDWA and CWA standards came under scrutiny by the United States Environmental
Protection Agency {the “USEPA”} which resulted in the USEPA bringing suit against GWA in the United
States District Court of Guam (the “District Court”) in December of 2002. On June 5, 2003, GWA and the
USEPA entered into a Stipulated Order for Preliminary Relief, which was subsequently amended in 2004
and in 2006 (collectively, the “2003 Stipulated Order”). The 2003 Stipulated Order required GWA to
make specified improvements to the System and to undertake certain planning measures by specific
dates. GWA did not meet all of the deadlines in the 2003 Stipulated Order, resulting in GWA paying
fines totaling $389,750. In 2010, the USEPA requested that the District Court order GWA to address the
then-remaining items in the 2003 Stipulated Order, as well as certain additional actions or
improvements. On November 10, 2011, the District Court issued an Order for Preliminary Relief (the
“2011 Court Order”) establishing new deadlines for the unfinished projects. The 2011 Court Order
superseded the 2003 Stipulated Order and all prior orders. GWA has not been fined for any missed
deadlines since March 2010.
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The third information requested was in regards to “Current priorities for addressing the Consent
Decree(s)” GWA submits as part of this written testimony our Court Order Dashboard (See Exhibit 2)
which itemizes all specific requirements GWA is to meet. The dashboard describes what GWA is
required to do, when GWA is to complete the requirement and the status of the individual
requirements.

The fourth information request to GWA was related to “How do the projects that are in the list of
priorities going to address the percentage of water that are coptured, for revenue purposes? In
response to this question there are a few of the projects in the Court Order that will have an effect on
the reliability of the distribution system, namely, the requirement for working meters and a meter repair
and replacement plan/program. GWA has completed all these court ordered items, and continues the
meter program, including QA/QC testing at our meter test facility, as a regular part of our operations.
The extensive reservoir replacement program is also a court order item that has an effect on capturing
more water for revenue purposes, as replacement of older steel reservoirs which may be leaking at
bottom plates will decrease losses, and improve system reliability. This project is still on-going. In
addition, GWA has other non-court order programs underway which address this issue, such as:

a. ouron-going line replacement project, which targets specific areas GWA tracks for high
incidence of leaks/breaks, pipe age, pipe material issues, and sub-standard installation
conditions — this project is in progress, with several phases already completed

b. system pressure zone re-alignment program, which involves matching distribution
zones, reservoirs and pressure control valves to correctly balance system pressures to
avoid and prevent leaks and breaks — this project is in progress.

The fifth information request to GWA asked “Is there an analysis of water loss that compares known
omounts pumped versus the amount that is coptured by meters for revenue purposes? If report is
available, please provide, inclusive of ony discussion on this subject presented to the PUC” GWA
submits as part of this written testimony an internal GWA memorandum (See Exhibit 3) that provides
comparative review of the water audits completed which follows the AWWA M36 Standards.

The sixth information request to GWA was related to “The history of water rate increases and increase in
borrowing” — GWA submits as part of this written testimony a copy of a report titled “Lummus Report”
dated 2013 and Subsequent order entered (See Exhibit 4) prepared by the consultant to the Public
Utility Commission which describes and explains the current 5-year rate plan GWA received approval
for. But to summarize the rate increases as part of the current 5-year rate plan GWA increased rates,
6.1% and 15% in 2013, 17.4% in 2014, 16.5% in 2015, and 3.5% in 2016. GWA last planned rate increase
for 2017 is 4% but this will have to go through approval process with the CCU and PUC. A more
complete history and general information on the utility is also included in Exhibit 4 as the Water
Resource Master Plan {See CD).

The seventh information request to GWA was related to the “Schedule of planned rate increases” — The
current planned rate increase is as discuss above. The next five year rate plan will be negotiated with
the PUC starting in early 2018,

The eighth information request to GWA was related to the “Progress on the One Guam water pool and
pricing with the Navy”. GWA submits as part of this written testimony a copy of the “One Guam”
Memorandum of Understanding (See Exhibit 5). GWA would like clarify the One Guam initiative does

Page 2 of 4



not currently define or contemplate a “water pool” or “pricing” agreement with the Navy. It does,
however, seek to achieve interoperability opportunities of both systems, where it makes sense, to
increase reliability, sustainability, safety, and security of the water systems for all consumers on Guam,
and to foster joint protection and management of our shared water resources. The initial step toward
this goal of interoperability is currently being undertaken — specifically, the GWA operation of a Navy
Water System asset, the Tumon Maui Well Facility — with the idea that this first year of GWA operation
is a “proof of concept” activity. If GWA and the Navy agree that this first project is a success, it
demonstrates that GWA is capable of successfully operating to Navy standards and providing acceptable
levels of service, thereby paving the way for additional future interoperability projects. If such successes
can be built upon, one by one, consolidated operations, or joint operating agreements, have the
potential to save pumping/energy costs, increase reliability, and increase efficiencies to benefit the
entire istand, both military and civilian populations.

The ninth information request to GWA was to “Explain the progress toward gravity fed water
distribution from the direct delivery to consumers from the well and projected savings in operational
budget, if any”. GWA understands the request to be related to the condition of the water system which
includes the source water {i.e water production wells, surface water treatment facility, Navy feed, and
spring water facility), as well as the storage and distribution systems. In general, progress towards
improving GWA's operation and reliability of the water system is not without challenges which GWA is
tackling head on. GWA has made good strides in water system improvements with the completion of
four concrete reservoirs in Barrigada, Agana Heights and Chalan Pago to replaced old and deteriorated
steel tanks. The concrete tanks are design to last 75 to 100 years with minimal maintenance as
compared to steel tanks. GWA has also implemented within our Capital Improvement Plan a water line
replacement program to replace old deteriorated lines that persistently leak. It is also important to note
the unigue nature of our water resources (NGLA), the historical development of Guam’s water system,
and how it has been tapped to serve development that has occurred throughout Guam which resulted
in a set of aperating conditions and constraints that GWA must manage as effectively as possible. Wells
are not located optimally in relation to storage reservoirs, or the communities that they may serve.

Moreover, as GWA pursues reservoir replacements, and new well development, our planning efforts will
involve the use of transmission mains directly to reservoirs where feasible. The AH-Chaot transmission
line and reservoir projects are an initial attempt at this concept and are just being completed. In
addition all existing distribution systems are still gravity fed, as reservoirs feed the distribution system
during periods of peak demand, and fill during periods of reduced demand. The reservoir
repair/replacement/ relocation program is approximately 30% complete. As for any operational savings,
this will not be appreciable with an increase in dedicated transmission lines, and are more likely to be
achieved with a working SCADA system to monitor and control system operation, which GPA and GWA
are working towards, jointly.

The tenth information request to GWA was to “Explain how water rate increases fund wastewater
improvements and what is the percentage of overall water rate that goes towards wastewater
projects?” In general, the revenues received from the rate increases are not segregated into water and
wastewater project funding allotments. For FY16, $S105M was generated for water and wastewater
revenue, (63.2%) was for water and (36.8%) was wastewater.
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The eleventh and final information request to GWA was relative to “Operational information that effect
rate payers and bond borrowing.” GWA’s response to this request is that the continued efforts in
completing capital projects will increase operational efficiency and compliance that directly relates to
whether there would be a need for future rate increase and/or the cost of bond funding due to
improved credit rating.

With that | close and again express appreciation for the opportunity to submit this written testimony on
the subject of increase to the water and wastewater rates. GWA would be happen to prepare
subsequent response to any additional inguiry the Senator may have to the information provided
herein.

Si yu'os ma’ase’,

\/ L
Thomas F. Crugz, P.E.
General Manager [Acting)

Enclosures

cc: Mr. Kelly O. Clark, GWA General Counsel
Mr. Paul 5. Kemp, Assistant General Manager of Compliance and Safety
Mr, Greg P. Cruz, GWA CFO
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INAL STIPULATION - FOR SUBMISSIONTO T

HE GPUC

JOINT STIPULATION RELATIVE TO RATE RELIEF - PETITION OF
GUAM WATERWORKS AUTHORITY DOCKET NUMBER 98-03

The Guarn Waterworks Authority (“GWA"} and Lummus Consultants International, [nc. ("Lummus
Consultants”), who serves as independent regulatory consultant to the Guam public Utilities
Commission {“GPUC"), hereafter collectively referred to as “the Parties,” herasby enter into this
evidentiary Stipulation and make the following recommendations to the GPUC for its consideration:

The Parties make the following recommendations in this Stipufation.

1. GWA has and s continuing to experience very high Levels of unatcounted for water ("UAW")
losses. GWA and tummus Consuitants agree that GWA needs to make very significant
reductions in these losses In the short run in order to achieve long term savings. In light of this,
GWA has set aggressive goals over the five year plan that equate to annual reductions of 3% per
year in UAW losses. GWA will reprioritize its meter replacerment program and its leak detection
and repair program {“LD&R”) as a result of this Stlpulation. GWA will Increase spending levels
on these two programs, particularly in the early years of the 5 year program, so0 that associated
0&M savings (principally chemlcals and power costs) can be realized as soon as possible.

Because of this aggressive LD&R program, GWA will lower its projection of chemical and power
costs by the following percentages in each of the 5 vears of the financial and rate plan:

o FY2015------- 1%
x  FY2016------- 2%
 FY2017------- 3.5%
» FY2018------- 5%

These adjustments will be monitored closely with each annual true-up and readjusted if
necessary to reflect actual experience In the prior year(s),

3. To further reduce UAW losses, GWA and Lummus Consultants agree that water and sewer
metered sales {and thereby related revenues) should be based on a tontinuation of.the 7.50%
increase agreed to in the 2013 true-up stipulation and that it should contirmue throughout the
five years of the current plan. Furthermaore, due to the installation of 26,000 more replacement
meters in FY2013 and FY2014, water and sewer metered sales starting In FY2014 should be
Increased 3% and 1.5% in FY 2015. The resulting impact on metered sales is that by FY2015
sales will have increased 12.0% above fevels achieved in FY2013, The cumulative effect of these
increases is as follows:

¥ FY2014------~-10.5% (7.8% in FY2013, plus 3%)
“w FYIOLE - - ---12.0% (7.5% in £Y2013, 3% in FY2014, plus 1.5%)
» EY201B------- 12.0%
n  FY2017------- 12.0%
Lummus CONSUL Sy 1
Vvt Eny GUAM WATERWORKS AUTHGRITY
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FINAL STIPULATION - FOR SUBMISSION TO THE GPUC

«  FY201B---<--- 12.0%

These adjustments will be monitored closely with each annual true-up and readjusted i
necessary to reflect actual experience in the prior year(s),

GWA and Lummus Consultants agree that the increase In salaries and benefits should be
lowered to a 3% increase in FY2014. Additionally, for each subseguent year of the 5 year plan
the annual increase will be limited to a maximum of 3% unless GWA provides additional
justification for higher increases In subsequent reviews. The cumuletive effect of these
decreases on salaries and benefits in the current five-year plan is as follows:

& FY2014---co-- (~3.0%)
FY2015 - ---- (-6.0%)
" FY2016----een (-2.0%)
FYZ2017 -~ - - - (~12.0%)
FY2018 - ------ (-15.0%)

These adjustments will be monitored closely with each anaual true-up and readjusted if
necessary to reflect actual experience in the prior year(s) and economic recovery and growth.

While there is considerable uncertainty as to the level of growlh in new customers, the Parties
agree that, for purposes of forecasting revenues from System Development Charges (SDCs), at
Jeast some growth is likely to occur during the 5 year rate plan. Therefore, revenues from $0OCs
will be forecasted to increase by 5% per year starting in FY2014 and continue for the remainder
of the 5 year-plan. -On a cumulative basis the total increase {n SDC revenueas. will be as follaws:

*  FY2014------- 5%

" FY2015------~ 10%
» FY2016--~---- 15%
“  FY2017-v-n--~ 20%

* FY2018------- 25%

These adjustments will be monitored closely with each annual true-up and readjusted if
necessary to reflect actual experience in the prior year(s).

GWA and Lummus Consultants have reviewed the proposad 5 yeer rate plan and collectively
propose an additional reduction of $1.4 Million In O&M expenses to be achieved through active
management of such costs during the rate plan period. Lummus Consultants applauds the
efforts of GWA to said reductions and agrees to the proposed changes in the plan. The resulting
savings are projected to be achieved in the following manner: (1) FY2014 - $500k, (2) FY2015 -
$500k, and {3) FY2016 - 5400k which equates to a total combined reduction of 51.4M Million.

The adjustments will be monitored closely with each annua) true-up and readjusted if necessary
to reflect actual experlence in the prior year(s). ’ ' ’

LUMMUS CONSULTANTS S i 2
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FINAL STIPULATION - FOR SUBMISSION TO THE GPUC

6. GWA and Lummus Consultants agree that miscellaneous fees and charges are significantly
below cost, and therefore, these need to be increased vo reflect the actval costs involved In
providing each service. GWA will perform an analysis to estimate the total costs of providing
each service in FY2014 and will file proposed changes in these fees/charges with the PUC in FY
14 in order to begin charging approved fee changes in FY2015. The revenue projections for
these services will be adjusted upward to reflect these increased fees. Because the actual
increases will not be known prior to FY2015, it is assumed that the current projections of
revenues for these fees in FY2015 and the remainder of the five year period will be 25% higher
than currently estimated.

These adjustrents will be monitared closely with each annual true-up and readjusted if
necessary to reflect actual experience in the prior year(s).

7. GWA and Lummus Consuitants agree that customers currently receiving private fire protection
service (sprinkler systems or private hydrants directly connected to the distribution system)
should be charged for that service based on the total cost of providing that service. GWA should
have 3 study performed and a report pravided in order to estimate the total costs of providing
fire protection service for various size connections; this should be completed no later than
FY2015. The study time frame is intended to allow the Authority to begin charging for private
fire protectlon service beginning in FY2016. Lummus Consultants recomnmends that the GPUC
approve the necessary and reasonable expenditures needed to pay for such a study and report.
While it is difficult to estimate the cost of such a study, it should cost fess than almost 2ll of the
projects included in the 5 year plan, Because the revenues to be derived from these charges will
not be known priar to FY2015, it is assumed that the revenues to be derived from private fire
protection service will equal the estimated number of private fire protection customers, times
$200 per year starting in FY2016 and cantinye throwgh FY2018. Examples are as follows:

s EY2016---n-- 100 Custormers x 5200 = 520,000
= FY2017------ 100 Custamers X 5200 = $20,000
»  FY2018------ 100 Customers x 5200 = 520,000

These adjustments will be monitored closely with each anoual true-up and readjusted if
necessary to reflect actual experlence In the prior yearis).

2. GWA and Lummus Consultants agree that there is considerable uncertainty in estimating the
total costs of large construction projects, particularly the further out in time the construction is
planned to take place. The Parties also recognize that the current estimates include contingency
factors that increase the expected costs considerably and, in some cases, be lower than
projected today. The Parties agree that with each true-up, the cost estimates of all future
projects will be re-assessed in light of changing economic condittons, market competitiveness
for large construction projects in Guam and in the region, and realized actual costs for
completed projects. To the extent that these assessments indicate that prior zost estimates
heyond the then current true-up year are signiffcantly higher or lower than axperienced costs,
then future cost estimates will be approprlately adjusted, Furthermore, to the extent that
future cost estimates are adjusted during a true-up process, the size of associated bond.levels
will be adjusted proportionately.

Lunvnius CONSULTANTS SR i 3
ey £ A % 4 U L b R

CUAM WATERWORKS AUTHORITY



FINAL STIPULATION - FOR SUBMISSION T0 THE

9. GwWa and Lummus Consuitants have agreed that GWA's Improving financial position as a result

10

11

of PUC rate appravals and GWA performance may allow for improved ratings from the rating
agencies that would in turn result in lower interest rates for the 2015 and 2017 expected
borrowings. Thus, for the purposes of estimating the debt service costs associated with the
three major band issues included In the 5 year financial plan, the interest rate an the first major
bond issue ("FY2013 bonds") will be set at the level reflective of current financial market
conditions, as determined by the bond underwriters {currently 7%). The applicable interest
rates far the second {"FY201S bonds"} and third {"FY2017 bonds") bond issues will be set at
5.5% for remainder of the initial 5 year rate plan approved hy the PUC, Similar to estimated cost
estimates going farward, the assumed interest rates will be recalibrated with each true-up
process, and the Interest rates will be adjusted to reflect the then-current financlal market
conditions.

GWa4 and Lummus Consultants agree that the proposed tNew Financial Policies are reasonable
and will, in the long run, improve GWA's financial positian, leading to lawer financing costs that
also benefits ratepayers. However, with the addition of the reserve funds (Working Capital and
Cash Reserve and the Working Capital Reserve Fund required for debt service requirements),
the need for a large net surplus ot the end of the § year plan is diminished. Therefore, for the
purpose of estimating needed rate increases, the net surplus at the end of FY2018 wiil be
adjusted down to be at a level of approximately §1 Million {within the 5 year rate modei). Thus,
the new funds and the net surplus should be set as follows:

*  Working Capital and Cash Reserve — as proposed {$13.5Millian at the end of FY2018}

* Capital Improvement Fund ~ Working Capital Reserve for Debt Service — as proposed
{$11.185 Million). This fund replaces the $9.5M Rate Stabilization Fund originally
proposed. This chaage was necessary to comply with bond covenants ang will be utilized
to reduce rates during the S year planning period.

* The rate model will be set to produce no more than a $1 Million balance of net
cumulative surplus at the end of the 5 year period {original proposal - a cumufative
surplus of $513.9 Millien}.

These adjustments will be monitored closely with each annual true-up and readjusted if
necessary to reflect actual experience in the prior year{s}.

GWA and Lummus Consultants agree that GWA should consider adopting the rate structure
changes outlined below. However, before adopting such changes, GWA should undertake 3
study that would evaluate the proposed structural change, in addition to other changes that
may be more advantageous to the GWA and to its customers. lummus Consultants
recommends that the PUC approve the necessary and reasonable expenditures necessary to
obtaln such a study and to provide a final report. While it is difficult to estimate the cost of such
a study, it should cost less than almost all of the projects included in the 5 year plan. These
suggested rate structure changes are expected to result in significant increases in rate revenues
without raising the general level of rates to all customers. Additionally, if properly designed,
these structural changes will result in a more equitable recovery of rates from thase respansible

forcost-incurrentces

«  Currently GWA applies fixed or “flat” charges for Residential Sewer Service, The
appropriate rate structure for these types of charges should be consumption based
rather than fixed. Such a structure will enhance equity within the class and is likely to
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__ FINAL ST}PULATION FOR SUBMISSION TO THE GPUC _

enhance the level of rate revenues recetved from this class. In recognition of the timing
needed to implement changes to rate structure, an assessment of this epportunity
should be completed by December 30, 2015, for implementation of recommended
changes by FY2016. Because the assoclated expected increases in rate revenues due to
this structural change will not be known until the end of FY2016, for purposes of this
Financial Plan it is assumed that rate revenuas will not be significantly increased as a
result of this change.

s For all residential customers, GWA and GPUC should consider adopting 2 rate to
encourage conservation. For example, GWA, with the approvai of the PUC, could add a
high tail {3rd) block rate (for all consumplion above 10,000 gallons per menth). The
second block level would be for use between 5,001 gallans and 10,000 gallons per
maonth, GWA and GPUC could set the Residential 3rd block rate at 1.25 te 1.5 times the
current second block rate. This type of approach to rate structure is expected to resuit
in charging those using excessive amounts of water a much higher rate. (For example,
most residential usage for a given customer in excess of 120,000 gailons per year is used
for non-essentlal or discretionary purposes, such as lawn irrlgation, pool filing or car
washing, gtc.). In recognitian of the timing needed to implement changes to rate
structure, an assassment of this opportunity should be completed by December 30,
2016, for implementation of recommended changes by FY2017. Because the associated
expected increases in rate revenues due to this structural change will not be known until
the end of FY2017, for purposes of this Financial Plan it is assumed that rate revenues
will not be significantly increased as a result of this change.

12. As a result of the stipulated findings herein, and in order for GWA to meet the nrojected
reverwie requirements over the next five fiscal years, Lumwius. Cansultamts agress . ~2t GWA
shouid be awarded overall increases in customers' bills, including water and wastewater rates
across all customer classes {including the Navy) as follows and a one-time adjustment to Lifeline

rates of 7% in FY2017:

a. FY20l4----~-- 15.0%
b. FY2015--«---- 14.5%
c. FY2016-------16.5%
d. FY2017--w---- 7.0%
e. FY2018--v--~-- 4.0%

Al increases should be implemented on October 1st of the given fiscal year except for FY2014
rates, which shall be implemented on Nov 1, 2013. Based upon the information received by
Lummus Consultants at this time, these rates are "just" and "reasonable” pursuant to 12 GCA
5612015 and 12017. These rates will be monitored closely and adjusted with gach annual true-
up to reflect actuzal experience in the prior year(s) and new information for the upcoming years.

Lunius CONSULTANTS R 5
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FINAL STIPULATION - FOR SUBMISSION TO THE GPUC
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The parties herepy agree to the terms and covenants set forth In this Stipulation:

The Guam Waterworks Authorlty

7?/;%%% 9'2 )/C)ﬁ“ﬂ/{/ Date: /ﬁzﬁf’/ﬁgﬁ/g

Martin L. Roush, P.E.
GWA General Manager

Lummus Consultants International tnc.:

oo 0 Aty

October 18, 2013

Date:
Kathleen A. Kelly
Vice President
Lunmus CONSULTANTS T
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OCT 29 2013
BEFORE THE GUAM PUBLIC UTILITIES COMMISSION Publc Uies Commision
© G
) GWA DOCKET 13-01
)
PETITION OF )
GUAM WATERWORKS AUTHORITY ) RATE DECISION
FOR RATE RELIEF )
)
)

INTRODUCTION

This matter comes before the Guam Public Utilities Commission (the “PUC”)
pursuant to the Petition for the Approval of the Guam Waterworks Authority’s 5 Year
Financial Plan, filed by the Guam Waterworks Authority (“GWA™) on June 5, 2013.

BACKGROUND

On March 1, 2013, GWA filed its Five Year Financial Plan relative to fiscal year:
2014 through 2018 (hereinafter referred to as the “Rate Plan™). On June 5, 2013, GWA
filed its Petition for approval of the Rate Plan. On June 5, 2013, Administrative Law
Judge (“ALJ”) David A. Mair transmitted the Rate Plan to Lummus Consultants
International Inc. (“Lummus™), the PUC’s consultants for water and wastewater matters,
for their independent review.

In accordance with the Ratepayers’ Bill of Rights, duly noticed public hearings
were held in the village of Hagtfia on October 21, 2013, and in the villages of Asan and
Dededo on October 23, 2013. On October 22, 2013, GWA and Lummus entered into a
”Stxpulatmn agreelng to certam terms and condltlons, as well as agreeing to cer’cam.
proposed rates. On October 25, 2013, ALJ Joephet R. Alcantara filed an ALJ Report

detailing his review of the instant rate investigation.



DETERMINATIONS

Based on the record before the Commission, the ALJ found that Lummus
thoroughly reviewed GWA’s proposed rate increases contained in the Rate Plan, and that
GWA appropriately demonstrated its need to increase its rates, particularly to: fund
projects in order to comply with the “2011 Federal Court Order, regnlatory mandates and
policy statements™'; improve “service levels, meeting reserve requirements and contractual
obligations such as the 2005 and 2010 Revenue bond covenants™; as well as “to cover the
cost of internally financed capital projects of approximately $50M” and “to cover costs of
operation such as sludge disposal, power, chemicals, payroll and Navy water purchases.”3
The ALI further found that during this rate investigation, there have been
substantial discussion and negotiation between GWA and Lummus which has culminated
n a slight reduction-. of: the rate increases originally proposed by .GWA by way of
Stipulation. As a result, the ALJ recommended that the PUC approve the Stipulation
entered into between Lummus and GWA. The ALJ, therefore, recommended that the
Commission determine that the proposed rates, as well as the recommendations, set forth
in the Stipulation are “just” and “reasonable” as required under 12 G.C.A. §§ 12015 and
12017.

Accordingly, the ALJ recommended that the PUC approve implementation of the

15% rate increase for FY2014, effective November 1, 2013. The ALJ further

recommended that the PUC approve the subsequent rate increases, in particular: (1) 14.5%

' Rate Plan, p. 1.

2 Rate Plan, p. 1.

* Petition, p. 2.



for FY2015; (2) 16.5% for FY2016; (3) 7% for FY2017; and (4) 4% for FY2018; and that
these remaining rate increases should be implemented on October 1% of each fiscal year,
subject to an annual true-up to reflect the actual data for the prior year.

In addition, the ALJ further recommended that GWA be ordered to perform the
additional obligations set forth in the Stipulation as agreed between the parties, which
include conducting the proposed studies indicated in the Stipulation.

The Commission hereby adopts the findings contained in the October 25, 2013 ALJ
Report and, therefore, issues the following:

ORDERING PROVISIONS

After careful review and consideration of the above determinations, the October 253,
2013 ALJ Report, the testimonies presented at the public hearings, the Stipulation, and the
record herein, for good cause shown, on motion:duly-made, seconded and carried by the
undersigned Commissioners, the Guam Public Utilities Commission hereby ORDERS that:

1. The Stipulation of the parties, attached hereto as “Exhibit A” is approved.

2. In accordance with the Stipulation, GWA. is authorized to implement the
15% rate increase for FY2014, effective November 1, 2013.

3. In accordance with the Stipulation, GWA is further authorized implement
the following rate increases for subsequent fiscal years, in particular: (1) 14.5% for
FY2015; (2) 16.5% for FY2016; (3) 7% for FY2017; and (4) 4% for FY2018; and that

these remaining rate increases shall be implemented on October 1% of each fiscal year,

subject to an annual true-up to reflect the actual data for the prior year,
4, All findings, recommendations, and determinations contained in the

Stipulation are adopted and approved; the parties are instructed to fully implement such



determinations and rate relief in accordance with the provisions contained in the
Stipulation, and shall undertake all duties and obligations agreed to in the Stipulation;

5. With respect to GWA’s miscellaneous fees and charges, GWA shall
examine the costs of providing each service and shall file with the PUC any proposed
modifications to such fees and charges, during FY2014 in order to implement any such
fees and charges by FY2015;

6. With respect to GWA’s fire protection system, GWA shall perform a study
in order to determine the cost of providing fite protection service for sprinkler systems or
private hydrants directly connected to the distribution system; GWA shall complete this
study no later than FY2015 in order to implement any fees relate  d to such fire protection

service by FY2016;

LU 7. With respect to its:fee for Residential Sewer Service, GWA shall.perform a

study related to switching from fixed fees for its Residential Sewer Service to
consumption-based fees; GWA shall complete such a study by December 30, 2015;

8. With respect to adopting a third block water rate to encourage conservation,
as outlined in the Stipulation, GWA shall complete its assessment of a third block rate by
December 30, 2016.

9. GWA shall continue to file annual true-ups no later than June 1% of each

year.

10. GWA is ordered to pay the Commission’s regulatory fees and expenses,

including and without limitation, consulting and other fees, and the fees and expenses

associated with conducting the rate investigation and hearing process. Assessment of the



PUC’s regulatory fees and expenses is authorized pursuant to 12 G.C.A. §§ 12002(b) and

12024(b), and Rule 40 of the Rules of Practice and Procedure before the PUC.

SO ORDERED this 29" day of October, 2013

JEFFREY C. JOHNSON
Chaimmnan

.

ROWENA E. PEREZ
Comimissioner

PETER MONTINOLA
Commissioner

P134097.JRA

W’W/@

PH M. MCDONALD
issioner

MIC AE‘L—A/P/ GELINAN

FILOMENA CANTORIA
Commissioner




OFFICE OF SENATOR
TELENA CRUZ NELSON

CHAIRPERSON OF THE COMMITTEE ON HOUSING, UTILITIES, PUBLIC SAFETY & HOMELAND SECURITY
I MINA’TRENTAI KUATTRO NA LIHESLATURAN GUAHAN | 34th GUAM LEGISLATURE

COMMITTEE REPORT DIGEST

I. OVEVIEW

The Committee on Housing, Utilities, Public Safety & Homeland Security resumed an Informational Briefing with the Guam Waterworks
Authority (GWA) on Thursday, January 26, 2017, 5:30 PM in T Libeslatnra’s Public Hearing Room on the increase of water and wastewater

rates.

Public Notice Reguitements
Public Hearing notices were disseminated via e-mail to all senators and all main media broadcasting outlets on Thursday, January 19, 2017 (5-
Day Notice), and again on Monday, January 23, 2017 (48-Hour Notice).

Senators present

Senator Telena Cruz Nelson, Chairperson

Vice Speaker Therese M. Terlaje, Vice-Chairperson
Senator Thomas C. Ada, Member

Senator Michael F.QQ. San Nicolas, Member
Senator Regine Biscoe Lee, Member

Senator Louise Botja Muna, Member

Panel:

Mr. Kelly Clark, General Counsel, Guam Waterworks Authority (GWA)

Ms. Gilda Matnas, Assistant Chief Financial Officer, Guam Waterworks Authority (GWA)
Mr. Thomas Cruz, P.E., Acting General Manager, Guam Waterworks Authotity (GWA)

Signed-in:

Mr. Billy Chang, Brown and Cladwell

Mr. Alan Cepeda

Ms. Josette Quinata

Ms. Angela B. Guerrero

Ms. Heidi Ballendorf, Guam Waterworks Authority (GWA)

Mr. Ryan Calve
Ms. Bella Fagota, Department of Public Heath and Social Services (DPHSS)

II. SUMMARY OF TESTIMONY & DISCUSSION
The Informatonal Bearing was Called-to-Otrder at 5:32 PM.

Senator Nelson

The purpose of this Informational Briefing is to help the Commiitee and the general public to understand issues of concern regarding warer
rates and quality of service. This is the first of a series of meetings. Today’s meeting will be brief, as the same witnesses appeating today are
scheduled to appear before the Public Utility Commission at 6:30, which is in zbout one hour, We will continue next week, when officials
return from meetings in San Francisco and brief this committee on their efforts there.

The management team for GWA along with the CCU are currently in San Francisco for a bond rating meeting. So we are doing another
meeting next week to discuss the water rates and the current issues we discuss today.

GUAM CONGRESS BLDG. 163 CHALAN SANTO PAPA HAGATNA, GUAM 96910
Tel: (671) 989-4678/7689 | Email: senatortenelson@guamlegislature.org
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Today, we will begin with issues raised by recent Office of Public Accountability audit Report. In particular, as watet rates are rising, we hear
that 58% of water pumped out of the ground, treated and transpaorted is not accounted for in custormner meters.

We had requested a number of documents in a letter last week. We can take delivery as digital files or access to online content. Thank you
very much for the documents we received today. Thank you GWA staff for providing it. This Committee appreciates the cooperation of the
management of Guam Waterworks Authotity, and members of the Consolidated Commission on Utlities.

Mr, Thomas Cruz reads submitted written testmony from GWA (Phase see aftached).

Senator Nelson
In the audit reporr, we are looking 58% of the water that is being pumped out or produced. Have yvou identified the locations of these water

leakages?

M. Cruz
[ know not all the senators have the exhibits related to exhibit 3, the 58% which the anditor had cited as T understand it is how much water
was pumped out from our records and how much we billed, which resulted into a 58%..

Senaror Nelson
Foss

Mz, Cruz

Yes, the M36 standards that we follow, has a different equarion. The exhibit that you have, we essentially tabled out with all the data we've
had, from what I believe 2011, in putting into the M36 standard, it shows that we started off when we starred looking at the numbers, 60% of
non-revenue waicr. Over the last five (3) years, we brought that down to the standard that we follow to 53%.

Senator Nelson
Is there an error in the report?

Ay, Cruz
We look one number and divided by another. But we use other facrars.

Senator Nelson
So the amount of water loss that vou are accounting for is 33%r

Mr. Cruz
Yes, we follow a different standarcd.

Senator Nelson
So we are loosing 53% of our water that 1s produced? How much is that in dellar figures?

Mr. Clark
I wouldn’t say that for sure. There are a fot of things to look at. I wouldn't say thar ir is 53% for sure, it could be...

Senaror Nelson
Are you saving that it could be morer

Mr. Clark
No, 1 think it 1s probuably less. You have ro look at what's coming ourt of the ground and how is that monirored as well, There may be some
changes there. We are working on that and will submit more documentation.

Senator Nelson
Mr. Cruz, you stated thar it was 53% o, what is the acceptable loss?

Mr. Cruz

I would say the standard is 10

GUAM CONGRESS BLDG. 163 CHALAN SANTO PAPA HAGATNA, GUAM 96910
Tel: (671) 989-4678/7689 | Email: senatortcnelson@guamlegislature.org



GWA Informational Briefing
3/22/2017
Page 3 of 9

Senator Nelson
10% is the acceprable loss for mndusuy standard?

Senator Lee
Quick research on thar, 110 municipalities had an average of 12.1% ¢ with a median of 9.9%,

Senator Nelson
That’s 110 municipalities. How many are on Guam?

Senator Lee
1 think thar is in the United Stares (US). 110 varions municipalizes throughout the US,

Senator Ada
[ ask that question only to show that we still have a ways 1o go yet but not discounting the fact that some progress has been made.

Senator Nelson
Roughly from the 60% to give or take 53%. What 1s the cost of the amount of water saved 53%2 What is the cost of that water loss?

Mr. Cruz
We will have to ger back o vou on that number.

Senator Nelson
The reason I am asking thar questions is because according to the audir report, 58% of water was lost and there was sll a 28.5 million dollar
profit. T just want to know what is the cost of the water that is lost? And what is the cost to the rate payer of loosing thar warer?

Mr. Clark
And you want to know what it will cost to get that warer out of the ground?

Senator Nelson
Yes, Thank vou, Other than that, 1 believe from reading historically, that you did have a contractor come out vears back to do an assessment
on pipe leakage. Were there any results or forward progress to resolve what came out of assessment?

Mr, Cruz

Yes, the M36 that we follow there’s an input that is required related to leakage. Initially, leakage was not necessarily the smoking gun, in
addition te our meters throughout the community. Thar wasn’t the smoking gun as to why there was such high leakage or non-revenue water.
The contractor that came out to help GWA, their goal was to do » sweep if the island along with GWA personnel from which GWA would
then continue the leak detection program. It is an anaual process from which it get put into the M36 standards. The results of that ficldwork,
if I recall correctly and might be mistaken is roughly there was five million gallons of loss related o the leakage in the pipes.

Senator Nelson
When was that?
Mz, Cruz

2011 or 2012,

Senator Nelson
Due to leakage specifically?

Me, Cruz
Correct

Senator Nelson
Now in the report, they are accounting for 8.37 billion gailons in 2016 of water being lost.

Mr. Cruz
For I7Y 167
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Senator Nelson
Correct, this recent only.

Senator Nelson
So whar is the result of the remainder loss? You were saying that in 2011, there were 5 million gallons loss due to leakage, so I'm thinking that
vou are being proactive and fixing these leakages right? There is another source that is making us loose water, unaccounted for water. What is

that sourcer

Mr. Cruz
The water systemn have many composnents as [ mentioned earlier. The meters that read the usage, water distribution pipes and storage tanks
that essentially move water our and the production.

Senator Nelson
130 you have the specifics of each measure, the warer meter, how much is being lost?

Mr, Cruz

No, I don’t have that. T was just deseribing in gencral the warer system [rom the producton well o the end use it where the meters are,
ultimately in a home. Throughout the process, as an example are water production wells. We do have meters installed at the production weils.
Similar 10 how we had some issues, any issues with meters on rthe consumer side. We can also have the same thing on the production side.
IZven if we undet or over read, the information is obrained and stili wahized, it will resuls in a number. So staring at the production wells, as
the counsel had mentioned, we are working rowards the meters at the production wells.

Senator Nelson
De you have the concrete numbers for that?

Mr. Cruz
With respect to how much we lost?

Seaater Nelson
Yes.

Mr. Cruz
No, my apologies, [ don’t have thar.

Senaror Nelson
Nor on hand, bur do you have it or is it part of the assessment that you do?
Do you have an assessment of this?

Mr. Cruz

We are working on i, yes. When the meters are working, pulling it out and checking it ar our meter testing lead on weuther its appropriated,
weather its calibrated, is part of the process. Another big parr of all of this is meters have to have cerrain space in front of it and behind it in
order for it to work correctly. We have wells that have been built for many vears and we have the configuration of certain wells that are not
conducive for the meters to read appropriately, then it ends up being another CIP project that that’s not about the merer but providing the
appropriate length in front of after the meter. When water goes past ir, its reading accurately to the manufacturers specifications. In many
cases, we do have ar our production wells not thart set.

Senator Nelson
You mentioned the CIP, how far have vou gotten for that in addressing this water loss?

Nr, Cruz
With respect to the production well or overall?

GUAM CONGRESS BLDG. 163 CHALAN SANTO PAPA HAGATNA, GUAM 96910
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Senator Ada

Didn't GWA at one time have a program to master meter various segments of the island so that we knew for example could measure how
much water was coming into Dededo, how much was being built and if there was a very low percenrage being built, than that probably
indicates a lot of..is that effort stll underway?

Mr. Cruz

[t is, we started a construction project specific to that, but only captured certain parts of the island. Esseatially we called it the district merer
and as Senaror Ada described it, helps us know how much volumes of warer is going to a certain part of the island and then with the
customer metets we have, do a comparison. That is stll on-going,

Senator Nelson
Po you have some segments in placer

Mr. Cruz

Yes we do. We've run into some challenges because we have an old system and in some situations, shurting off a main line to put in a district
merer, can potentially shut oft a whole village. We are re-evaluating thar. We have pur in a few district meters that the data is being used to
assess the siruation. It is not by any means, at this poiar in time, something that is helping us ar this dme because there are other pieces of the
project that needs to happen,

Senator Ada
I guess the issue here 1s why are these rates poing up right and so GWA has o go our and horrow approximately how much already?

Ms, Mafnas
Aboeut 500 million doltags,

Senator Ada
About 500 million dollars right? What would you say is the proportion, that percentage of that 500 million doflars that was used ro improve
the wastewnter system versus the warter system? Because the consent decree was triggered by deficiencies in the wastewater system, wasn’t it?

Az, Clark
Primarily.

Mr, Cruz
Yes.

Senajor Ada

What I am getring at is that ves, we do have a lot of leaks in the system. It needs a lot of arttention. But the rabbit that GWA has been chasing
because that is what EPA told it to chase was to fix up the wastewater system so thar we don’t have /47 warer in the streets anymore, We are
able to process the wastewater so thar when we discharge out into our ocean, we are nor killing our reef. Can you give me a rough esdmate as
to of the 500 million dollars that has been borrowed, how much of thar was invested for wastewater. Because it was just very recently that
you started using some of that money to rebuilt water reservoirs. I don’t think you have builr any new water wells yet. And you really haven’t
had that maay distribution line replacements so really, do vou have a feel out of the 500 million dollars, that has been borrowed, was it 400
million that has been mvested in the wastewater system and as a result, a watered systemn that has been deteriorating already has continued ro
dereriorate and which explaing why we have such a high unaccounted amount of water.

Mr. Clark

I would say that one of the things we will have to get back to you because the money that is there is in a pool. We aren’t taking bond money
and splitiing it berween regular CIP money. We can get back to you next week and give you pretry good numbers. They aren’t apples and
oranges. Its all one lump and yvou have to take it out. We can work on thac.

Mr. Cruz

If I can potentially answer it in another way, the Hogatna Treatment Plant in 2009 we spent about 20 million to get that plant to a certain
condition as well as build a new cutfzll in nosthern district. Similarly in northern district, we installed a new ourfall and conducted a CIP o
meet primary treatment standards as part of the court order. Oue 2011 court order required GWA ro meet primary wreatment standards which
abouz, I guess 1 will call it the initial project and then another 10 or 11 in Hagatme and then for northern distrier, maybe 13-20 million for

northern distrier. Those are rwo largest wastewater treatment plants and at this point ia time, our Agat Wastewater Treatment Plant, we are
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constructing a brand sew Agat Wastewarer Treatment Plant which has a price mg of 37 million dollars ro essentially meer secondary
trearment limits for that particular reatment plant. Those are the three wastewater trearment plants which we are spending a lot of funds on.

Senaror San Nicolas

Based on the information, first of all, thank you Madame Chair for your inquiry. Ir is very enlightening and thank you GWA for the
information. 'm very much a numbers guy and 1 am using my caleulator and punching away. Earlier in the conversation, it was mentioned
Mz, Cruz that in 2011, there was a 3 million gallon loss of water?

Mr. Cruz
The leakage, the amount of water when they did use the machine’s equipment to go out and find leaks estimate the amouar, log and tracl it
dowi.

Senator San Nicolas
5 million and then as Madame Chair peinted out, the audit for 2016 shows an 8 billion gallon loss,

Senator Nelson
But not specifically only for leakage.

Mr, Cruz
Correct.

Senator Nelson
So we need to target the areas where we are loosing the most water, right? And you are saving it is not through pipe leakage, essentially.

Mzr. Cruz

We don’t know. One thing about water system 15 some areas of pressures of pipes can be as high as or greater than PSL we have some old
asbestos pipes. We can have a leak but might not find it as fast. How much is coming out of that particular leak is one thing bur the water
distriburion system, for lack of a berter term is very alive.

Senator Nelson
So we don’t know?

Senator San Nicolas
Based on the numbers we are talking zbout here though we had a 5 billion loss in 2011 thar went up to § billion in 2016,

Senazor Nelson
5 million in 2011.

Senaror San Nicolas
A million m 2011, § bilhion in 2016,

Senator Nelson
Yes, we understand.

Mr., Cruz
For us, that’s apples and oranges because the 5 million was specilic to leakages that were estimated.

Senator Nelson
Now we don’t know how much is being leaked out or if it is the pipes, if it's the meters, unaccounted for water, We don’t know the source of

the areas of the unaccounted for water.

Mr. Cruz
Et1s fair to say that but it is also fair to say we ate toward towards all of them.

Senator Nelson
You are working rowards..
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Senaror San Nicolas

To go from million to billion blows my mind. But the reason that is so concerning Madame Chair because if you look throughout the
testimony, from 2013 o 2016, water rates went up a compounded 72%o from 2013 to 2016 while water losses. Maybe 1t wasn’t 5 million, ir
was higher in 2011 but its at 8 billion today. So we have a 72% increase to the consumer but more warer loss. I'm just trying to understand
bur I do appreciate the question from Senator Ada because then it becomes a littde more clear that amount was probable used to meet
consent decree orders and those consent decree orders were more targeted to wastewater, so were these increases over the years, only for the
wastewater line ttem in the billing or was thar to the overall billing?

Mr. Cruz
Owverall,

Senator San Nicolas

So somebody like my family who is from the south and a lot of us are on septic tank, we saw our water rates go up 1o meet a consent decree
but we don’t urilize at least not as much, we don’r utilize the wastewater treatment as much as all the other rate Payvers throughour the island.
‘Thar doesn’t sound very equitable to me. [f these increases were to meet consent decrees, relatve to wastewarer, why didn’t we increase the
wastewater rate only ot why didn’t we increase the overall water rates for all the rate payers when the utilization wasn’t equal?

Mz, Cruz
I would like ro defer to our CF() and General Manager to when they ger back.

Senator San Nicolas

Just as a follow-up Madame Chair, the reason why it is a big deal is because on Page 3 on the last paragraph wastewarer is only 36% of the
revenue that is generated while water is 63°0 of the revenue that is generated which means that if wastewater is incurring more of the cost, in
order 10 fund the consent decree, and if more of this borrowing was to finance improvements to wastewater operations, there’s room to
increase the wastewater charges to pay for thar withour having to also increase the water chatges. This has been a very enlightening
experience and [ really thank you for the work that went into the inquizy. And if we can’t get the answers 1o why the cost of the consent
dectee compliance was applied to general water rates, as opposed to the wastewater rates in particular, that would be very helpful.

Ms, Mafnas
We will defer this and give you the response.

Senator Ada
You are in the finance department, correctr Do vou deal with the tariffse

Ms., Mafnas
Yes.

Senator Ada
Tariff formulatons?

Ms. Matnas
Yes.
Senator Ada

You do. And Tom yvou are the Chiel Engineer, cotrect?

Mr, Cruz
Cotrect,

Senator Ada
You zre strictly on the technical side of things, right?

Mr. Cruz

Yes.
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Senator Ada
You don’t really handle bond issues and whart not?

My, Cruz
The extent of my involvement is the planning of the CIPs. In some degree, I am involved with working with operations and management to
plan the next projects.

Senator Nelsoa
Your primary job description is planming for CIPs, right?

Mz, Cruz
Correct, overseeing the engineering departiment.

Senaror Nelson
What CIPs have been done to mitigare this? T'o mitigare the unaccounted for water. Ts there money available to start taking action now? Do
you have some kind of development fund thar you can start mitgating this right away?

Mr. Cruz

Yes, the monies we received as T described eatlier in the meter replacement program, that was one of the first capitat projects to go out and
ensure we have accurate reading meters and all our customers. Ir was speculated carly on thar might be where the smoking gun was, and
where water would be going also to account the age of the system thart there are leakages there. So GWA has replaced all but rwo of our older
metets.

Senator Nelson
Liven though you have been replacing the meters, you still see a significant loss through the years?

AMr. Cruz
Correct.

Senator Nelson
So thar would be a red flag to say this is not the ssue, where is the issue?

Mr, Cruz
Correct. All of that s when we talk abour the leakage, when our dispatch receives all the reports of leaking, getting the guys out there and
replacing or clamping it. Clamping it is an issue and the initial process but replacing the pipe because is it old and repairing it is the next step.

Senator Nelson

['need to remember Mr. Cruz that you ase an engineer and you will give me details down to the nitty gritty. Do you have a plan in place now
to mitigare the loss and is there some kind of funding weather it’s a system development fund or anything like that available for you to take
action now and are you doing that?

Mr, Cruz
The funding that 1s still available in 2 bank account relared to or from the bonds that we horrowed are available.

Senaror Nelson
How much is thare

AMr. Cruz
[ apologize Senator, I don’t have off the top of my head. There ave funds available to continue line replacement, program, moving toward the
production side of the house, so that one plus one does equal to two (1+1=2) and not half way in the middfe. So it is a continued process.

Vice Speaker Tetlaje

I thank you for having this hearing and thank you for coming in. I know a lot of your management ream is off-island right now, so I really
appreciate you coming in to answer, for me it is very basic. The audit report summarizes things, I wanted to hear more in detail vour plan.
From the audit summary it says, “Unaccounted for non-revenue water is due to leakage, malfunctioning merers, and water used for line
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flushing, fighting fires and similar activides. Is there any other things you can poine to for warter loss? You were saying there might be other
things. Other reasons? Can you tell us any of those right now?

M, Cruz
Theft, we do have a section in our customer service area where it is revenue protection, when ever our operators find a line thar is nor
conneted to a meter, they will track it back. Tts small percentage bur that's an example of where water can be lost.

Vice Speaker Tetlaje
Do you think out of these activities, leakage would be the highest percentage? Malfunctioning? Do you have any guesses at this point?

Mr. Cruz

I don’t want ro rule our the meters, because we wenr through this whole program of replacing them. Ir did erank up what we were capturing a
litthe more but the other side of the equation is the source, If the production weld normally for example, produced 200 galions per minute,
and we keep reporing it, on a monthly basis, when you turn it inro a monthly rare, for me as an engineer, there is an error because you are
dealing with & pump that in some cases, is not consistent throughout the month. It’s 2 machine so you can get some wear and tear and
therefore it starts 1o get inefficient, So even if we started pumping out as 200 gallons per minute, over time, that pump may not produce 200
gallons per minute and it might be doing 190 then that selates to the merer,

Senator Nelson
[s there a tracking system in place 1o determine the life cycle of the issues?

Ar. Cruz
Our SCADA system that we have wanting to implement. We have guy licerally driving to the wells doing the information bur part of the
projecis we are working on is providing SCADA.

Mr. Clark

That is funded and s underway. We will see quite a bit out of that, I's a witreless elecsronic system thar is going to manage, conwol and wack
all, everything that is happening throughout the system. We did a joint MOU with GPA to make it cheaper. A lot of what they are doing, we
are involved in. They are running our wells and providing electricity to our wells.

Vice Speaker Terlaje
We have the problem, the porential to where the problem is coming from and we got the porential 1o fix it.

Senator Nelson thanked the panel for paetcipating in the Informadonal Briefing and noted a continuation will be scheduled once the GWA
management team and CCU members are back on-island from theis bond rating meetings.

The Informatonal Briefing was recessed ar 6:30 PM.

II1. FINDINGS & RECOMMENDATIONS
¢ OPA sudir reports that 58% of the warer loss but GWA stated that they follow the M36 standards, which has a different
equation. GWA stated that in 2011, they started using the M36 standard, which was at 60% of non-revenue water, bur over
the last five (5) vears, they brought the water loss percentage to 53%.
* GWA stared thar the acceptable industey standard for water loss is around 10°%,
* GWA has gone our to borrow 500 million dollars and plans on: going out to borrow again,
*  GWA clarified that they aren’t taking bond money and splitting it berween regular CIP money.
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