THXDTEEY™I CUAM LT ATIMGE
3975 (FINST) Regular Session

CINTIFICATION GF PAGGAGE OPF AM 12OR TD TT GOVERMOR

This ia to careify ¢hat Suhstituate o1l o, 207, "An Act to
authorize tha Gouwsrnor 49 ontear nto 2 Laase ontion acroanant
far the asacta off £y Guam Tolenh=~na Aubhority and o nawoend
Boction 21J40L(c), <104, 21205, 21770 :.3, nnd 21214 of tha
Covernuent Coxin of dyram relative s 4499 scme and for other
purnoses’, was on the 1l7th day of doveubex, 1975, duly and
regularly passed.
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ATTESTED s

COLCEICION CRUS DARRELT
Legislative soecrotayy

----*ﬂ“-ﬂ-*“‘------““-““‘“‘----“ﬁ---

This Aot was received by the Covernor this day of
¢y LJ75 at otclock ofie

/5

RUTE ¥ ol LA
Asslistant Staff Officer
Governor's OEfica

APPROVED:

AUNCARID Je DOMAILO
Governoy of Guam

DATED: /'Q;/g /‘73"
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THIRTPENTIT GUAM LECISLATIRE
1t 1975 (FIrFaT) Reqular Sassion

‘Bi11 Wo. 207
..Suhﬁtitutud

f
| Intreduced by
! ie A. Sakt

AN ACT TO AUTHORIZZ 'THE GOVERMNOR TO ILNTER
INTO A LEADE ")P‘I‘IO..! AGRIETIENT FOR THE
ASSETS O THE GUAM TILIPHANE AUTHORITY AND
i TO AMEND SECTIONS 21201(c), 21204, 21206,
b 21208.3 AND 21214 OF TIZ COVIRTIENT CODE
or G'JI“ RELATIVE TO TIE SAME AYD FOR OTIER
PURPOSES.
BE IT IUACTED BY THE PLOOPLI OF THE TERRITORY O GUAH:
Saction 1. Authority to entor into lease-option agreement.
The Govarncr is autherized to entor into an agreexant to leasa
for a period of tcn (10) years all the assets of the Guam Tele-
phone Autherity to any recognized and roputable Unitad Statas
common ¢arrier cownunications covpany, or its wholly owned subai-
- ¢iary, which operates communicaticn services witiin the United
States undar the jurisdliction of the Faderal Cormunications Cor-
-mission or a atate public utility or regulatory comunission. 3Said
agrecnant zhall e subjact to the terms and conditiona herein-
after stated., Said agreement may contain a pirovision granting
_;to sald company an option exercisable at tha expiration of the
. torm of the lease to ronaw sald lecase for an additional term
~of ten (10) vears, or an option exarcisable not earlier than two
(2) vears aftay commencainent of tha torm of tha lease to pur-
chaso the assets of the Guam Telephons Authority. 8Sald agree—ent
- shall be prasented to the Legislature and shall be affactive

" ten (10) calwndar days after {ts prascntatica unless soonaer

. @hsanprovad by lTagislative resolution.
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' Guam Telephone Authority to be leased or sold pursuant to tha

' provisiona of this Act shall include the following:

Saction 2. NAassets to he leased., The assets of the

(1) All existing inside and outside plant.

(2) All real estate upon which are located inside
and outside plant, either in fee or by assignment of an
easaement, except that real estate which the parties may
determina to be unnecassary for operation under the
exclusive telephona comnany franchise.

(3) All testing eauipment, switching equipment, in-
stalled PBX Beards and related equipment, receivers and
tools,

(4) All buildings and other improvements and
appurtenances on the lands or interests therein to be
leazed under this Act, except those buildings, improvements
and appurtenances, if any, which the parties may determine
to be wnneceasary for operation under the exclusiva
telephone company franchise.

(S) All inventory of cable, poles, equipment and
evary other such item of anv kind, description or quantity.

(6) All motor vehicles and any and all other
motorized equipment owned, controlled or assigned to tha
inventory of the Guam Talephone Authority. §

(7) All charts, graphsz, encineering plans, paﬁera I
and drnwings pertaining to the entire telephona systen
of Cuam. |

(8) All accounting and billings records, papers and
ledgars pertaining to the onerations of tha Guam Telephcne

Authority. |

o



(9) All toll separation, enginsering and auditing
studies and all other rocords, charts and papers re-
ferabla thareto.

(10) All other items of property, supply and
E’ material used by the Guam Taelephone Authority for its
%i oparations, whether on inventory or on an ordar yet to be
delivered; provided, however, that cash, accounts

payable and receivable, working capital and deposits
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executing any lease-option agreement pursuant to this rct shall

;'raferred to a3 "Lesszee”) an exclusive franchise to conduct in

Section 3, DLxclusive franchise.

from subscribers shall net be assets or liabilities

subject to lease or sale under this Section.

The government, in

~grant to the lessece or lessea/purchaser (both hereinafter

. Guanm all civil telephone operations and related and usual

- allied service of a rec iated public utility engaged in the

husiness of providing telephone services, including but not

limdted to any oparation or gervice utilizing voice grade

jucircuit or circuits or channels derived from voice grade cir-

. cuits, Such exclusive franchise shall be subject to all appli-

. ragulatory agency of th» Government of Guam and the Faderal

E}chmunicationa Cormission. Any assignment of any franchise

. of the Covernor, and auch approval shall be grantad only for an

, assignment or transfor which is datermined by the Governor

jgranted pursuant to this Act shall be subject to the approval

to be in the public intarest.

" Government of the United Statea shall seek to divast itgelf of

* tha telephone systom which it operates on Guam, the Covernment

I

i cable rules and regulations validly issued by any authorized

In tha event that the

- e
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 0£ Guam, to the extent it is able, shall seek to have the lessece
ttnndar a right of flrst refusal to acquire said system and
its asmsets. In no event shall the Governwment of Guam enfran-
 chisa any other non-qgovernmant agency to operate sald Federally
'oparatad telophone system,
| The lessee shall additionally be granted a right of first
rafusal to provide the extonsion of commercial telephona
sarvices to the United States or to overseas points, including
international services; provided, howaver, that nothing in
.this Act shall contravena any rights which any person may
have under any existing valid agreemant executad between the
Covernment of Guam and any such person concerning said services.
| Section 4. Tnevenues. On and after the date of the
~transfer of the asscts of the Guam Telephone Authority, pursuant
;to the lease contemplated herein, the leszee shall he exclu-
. 8sively entitled to all revenues, which shall include but not
fbe limited to the following:
| (1) Billings for local exchange services.

3 (2) Tolls for non-local exchange service.

H (3) Telephona diroctory incona,

(4) All revenue derived from other commercial and
operational act'.vities of a requlated public utility
! engaged in the business of providing telaphona and related
sarvices in the customary and ordinary conduct of its
business,
Section 5. Cminent domain. The lessea shall exarcise

the power of eminant domain in the name of the Government of

. Guam a3 provided by law for the acquisition of needed lands

i
H

| or easaments for telephono facilities, provided that lossea
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shall first sccura thns apnhroval for such acqulsition from tha
JOVOrnor.
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| Saction G, Proczaeds. ALl monics nald or realized a3 a
i

l
il
land 3 zhall be covored into the GCaneral Fand.
w

H
il
i
'

‘at such tine or times as he deems to he appronriate invite

?that offors ba submitted Lo the covararent for the inplementation

tof the provigionz of this Act. The Govarnor mav astablish

critaria in the 3aid invitations which, in hia judemant, will

gecure an acgreement rost advantagesous to the neoonla ol Guan,

and may, in his digscrstion, reject any and all offzrs made to

tha govarnuoent by any ofifercr. Lach bid asubmitted shall bs

‘accomnanied by an affidavit executed by th2 president and

‘Secraetary of the offaror to the effect that neither the offeror

'nor any of its directors, officers, or emnloveas have conspirad

!
“oxr colluded with any other offeror or potential offeror with

‘respaect to itz bid for the lease opticn to be granted under

ithia Ahct.

1 Section 8. Licensing and other approval. The lassee

Eshall comply with all licensing and other requirements which
iare or may be necassary for approval of tha transaction and
oweration of a public utility, including raquiresents of tho

i Pedaral Communications Commission and any other appropriate

Faderal or loesl rogulatory agency.

i Section 9. Collective bargaining, The Sovernor shall ne

'mntﬁr iato any agrecment granting tho franchise to operate a

ltolenhone systen unless the lassee shall agras to honor any
|
I

} Section 7. Authority to invita offees The Govornor xav

result of the lease or sale of the assets of tha Guam Telephone

(Authority and exclusive franchise as provided for by Sectiona 2

L.
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icollective bargaining agreoment in forca for employees of thoe

Cuam Telaphone Authority at the time of tha execution of sald

|
}
jagroanent, subject, howavar, to the further provisionsz set
!

' forth in Soction 11 of this Act.

Secticn 10. Potention of existing vork force. The

D Geovarnor shall not anter into any leasa-option agroemant unless
?th& lossea shall agree o retain asz erplovees for a minlum of

‘ten (10) years classified civlil servants of the covernmoent who

ara at th2 time of the exzcution of zaid agreemont assigned to

;the Cuan Telavhene Authority; nrovided, hosever, that any emplovee

a diacharced for cause pursuant to ¢ii2 provisions of

o

may
Chapter I, Title V of the Covornment CoZe of Guam,

Saction 1l1l. Govarnmoent of Guam hencefit limitations., The
- Covernor shall not ontor into any lnase-ontion acreornant unless
‘the lessee agrees to make a continuing contribution to the
}government for rotirament banafitas to bha accrusd hy each re-
I;tained ermployea for a poriod of ton (10) vaarsz; vrovided that

-

any such contribpution shall bo in liev of retirement benefits

E-5c::‘r.hcz."ae':tsca payable by the lessece; and provided furtﬁcr that sach
ratained ermployea shall have the eloction of romaining under

the Government of Guanm Retirement Fund for a period of tan (10)
years oy coning undar the retiroment plan 2stablished by the
lazscea., Employees hired subseoquent to the data of the transfox
gfof tha asscts of the Guam Talephone huthority to the leozsoe 3iall
Enot ve eligiblie to enroll in tho Govarnmant of Cuam Netiramont
EFund. Nothing containad in this Scction zhall be construzd to
j?in any way lizit or abrouvata tha rizhts and privilamnes of ans
;%omplaycus of the Cuan Talephone Authority as astablished Y any

collectiva bargoining agreoment in force at the tire of exsou-~

meemm meem
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Etion of any lecasa or sala made pursuant to this Act.
;! Section 12, Limitation on terms. Any lease or salo of
étha assets of the Guam Telephone Authority executed pursuant
Eto this Act shall include but not be limited to the following
:termss
: (1) The governuent-owned assets assigned purauant to
’ tha agreement shall be identified by the lessee as such,
and shall remain so0 identified while in the custody or
possession of the company.
g (2) The lessee shall replace at its own expense any
governnent-ownad assots being used by the corpany when
such replacement is needed to provida telephone service
in accordanca with sound telephone industry practices.
The account of the Govarnment of Guam shall be credited
| with the salvage value of all assots replacad. All equip~
ment provided by the company to make such replacenent
shall becoma the property of the lessee.

{3) The lesses shall immediately make those capital
improverents nacegssary to provide adequate telephone
soervice for the territory of Guam. Any equipment acgquired
pursuant to this subparagraph shall be the property of
the lessee. “ %

(4) In the event the agreement providas for an -
option to purchase the government assets of tha telephone
systen and sald option ias exercised by the lessee, the
lessee shall purchase the assats of the government at
fair market valua as determined by agreement between the

parties, such agreement to be executed at the tine of

the original lease option agreecment and to be included

- T
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with the agreement suwbrittad to the Legislatura under the
provizions of Section 1 of this Act,

(5) In the event the agreoment does not provide
for an option to exztend the lease or an opticn to purchase
the government assets or in the event that lessee doen
not exorcisae sald option, the government shall purchasae
the assets of the lesses at the end of the lease period
at fair market value as determined by agrecement batween
the parties or by arbitration if agroement cannot be
reached; provided, however, that paynent therefore to
tha lesaee shall be pavable only from ravanuzs derived
£rom the operation of tha telephone systen.

(6) In the event the agreerment provides for an
option to purchase the govarnment asseta of the telepheone
syaten, and the lessea exercises szaid option, the leszea
shall make a public intra-territorial offering to the
residents of ¢ m of shares of its voting common stock in
an amcunt equal to twenty percent (20%) of its < .utstanding
voting shares. The offering price of said shares shall
be established at Book Valua, as determined batween the
parties or by arbitration 1f agreement cannot be reached.

(7) The lease option agreerent shall include a
tariff or schedule of rates to be charged by the lessce.
These rates shall be approved by the Governor prior to tha
affdctiva date of the lease option agreemont, and shall
be includad in the agrecaent subritted toltha Legislature
undar the provisions of Section 1 of this Act. Any

rate increased by the lessece must receoiva the prior apnroval

of the Governor. i



- - T - T * N TR C N

NN N NN e R e b e et e e s e
S W N MO Ve N O Y e W R Mo

2%
26
27
28
29

i
o
|
i
i

Government Code of Guam is hercby amended to read as follows:

Seation 13. Subsection (c¢) of Saction 21291 of tha

“(¢). Thara shall be covored into the Public Utility
Agency of Cuam Fund herxreinafter in Section 21208(a), !
dafined and craatad, all woneys which (1) were appropriated |
by the Leglslature to the various departnents of the i
Government of Guam, and which (2) wara or shall be j
allocated, ag determined by tho Govarnor for utility use
in connection with administration of electric power, water
or other utility services ncw or to ba furnished by the
Governrent of Guam,"

Section 14, Scction 21204 of the CGovarnment Code of Cuam

;ia hereby amended to read as follows:

i3 hereby armendad to read as follows:

"Section 21204. 2Muthority. The Agency has tha
authority to supply to individuals, fiyxms, corporations,
and govarnments, including the Government of CGuam,
installation and ganeration services for water and othar
utilities, except electric power which has been transferrod
to tho exclusiva control and operation of tha Cuam Power
Authority and tclephona service, or to request that such
installation be performed by any governmental agency or,
whare it is in the public interest, any privata contractor,
upon such terms and conditions aas shall be determinad by
the Agency."™

Section 15. Section 21206 of the Government Code of Cuan

"Section 21206, Powars. The Agency shall have the
powar, duty and yesponsibility for the administration and

operation of all water and other utility services now
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furnizhed by the Covernront of Cuan or heraafter by tha

Agoney, except elactric power which has beon tranasfarrod

to the exclusiva control and operation of the Guam Power

Authority, and telephcne serxrvice. Such powera shall

include the authority to make a monetary charge, in

the amount nrovidad by Section 21205 herein, to all

peracns, firms, cornorations and governments, including

the Govexnment of Cuam, to whom nublic utlility services

are furanished by tha Aqency.”

Section 16. Section 21208.3 of tha Covernment Code of
Guam i3 hereby amended to read as follows:

"Section 21208.3., Irprovements for subdivisions.

Whera econocmically faaaible, the installation of water,

and fire hydrants, in subdivizions qualifying under tha

Subdivision Law, iz authorized to be pald from the

Public Utility Agency of Cuam Pund.” |

Section 17. Section 21214 of tha Government Code of Guam
is hereby rapealed and reenacted to read as follows:

"Section 21214. Installment paynmaent. Whenever the

Agency authorizes tha installation of any wator facility

a3 provided under Section 21204 above, it may provide for

thae instaliment payment of the charges asseasable

therafore, pursuant to its rules.”

Section 18, The Goverﬁor‘s authority to enter into a
leasa option agreement for the assets of tha Guam Telaphone
Authority as provided in thias Act shall expire upon the

exercise of hiz authority to authorize the Guam Toelephone

Authority to issue ravenue bonds with contingency backing

f'by the government of Guam.

- 10 =
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Saction 19. Section 21702.1 iz added to Chapter IX,

. Title XMIXI, of the Covexnmant Coda to read:

1

i
li
i

i

i
&
t

i
f

"Section 21762.1. Advance of Pevenue Deficiencies.

(a) ietwithatanding other provisions of this
Chaptox, the ruthority may issue bonds containing
covenants concerning advance of ravenue daficiencies
by the Covernment of Guam containad in thiaz Section,
subject to the conditions herein. It is the rurmose
of this Saction to permit tha issuance of bonds by
the Authority which wi. 1 have additicnal security,
but which will not, by the addition of the covenants
herein, be a charge against or be considered public
indebtedness of Guam ags set forth in Section 1l of
the Organie Act.

(b) Subjoct to aoproval of the Legislature and
Governor and other provigiong of this Chapter, tha
Authority mav issua bonds containing covenants hare-
inafter set forth by providing in the indenture:

(1) for the creation and maintenance until
all bonds are redeemed, or otherwise providad
for, of

'} a bond reserve fund equal to at
least cne year's averaga annual debt
service, and

(ii1) a reveaus delinquency fund equal
to at least ten parcent of the estimated
gross revenues of the Authority from year
to yocar;

(2) for tha prompt collection of all

- 11 -
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delinquont rataes and charges.

(¢) In tha event all of tha covenants and con=-
ditions set forth above shall have baeen provided for
in the bond indenturae, and in the event tha Authority
shall have collected insufficient revenues to pay
in full all interest and principal due in any year,
roquiring satisflaction of such dzbt service out of
the bond reserve fund, the Board shall adopt a resolu-
tion datermining tha amount of such deficiency in-
curred for dabt service in said boad reserve fund
each yoar, and from vear to year. A certified copy
of such resolution shall be transmitted to the Guan
Ieglzslature and shall be conclusive as to the amount
of such deficiency. Upon the receipt of auch resolu-
tion, the Iegislature shall prowwntly appropriate
from any funds of tha Governient of Guam available
therefor and cause . be transferred to the Authority
for deposit in such bond reserve fund, the full amount
of guch deficiency. In tha event such funds or any
part thereof ara not irmediately available, the
Legislature shall cauge the amount of such deficiency
to be included in the budget for the Government of Cuam
for the next succeeding fiscal yaar and shall provide
guca funds as prouptly as possible in such fiscal
yoar out of tax or any othoer rovenues available to tha
Governument so that all deficicncies in said bond ro-~
rasarxrve fund shall ba restored. After satisfaction of
all annual debt service, maintenanca and oneration

custs, and restoration of doficiencies in the ravonuas

“ 19 =
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dalinquency fund and bond reserve fund, the Authority
shall reinburse to the Covarnment of Guam all aums
hereafter to ba advanced to tha Authority as promptly
as possibla."

(é) In tha event the Authority at any time
recolvas gufficient funds from the Faderal governzent
or any agency thereof on such termas and conditions
as tha Authority nay deem anpropriate and such funds
are adaquate to pay the principal amount of the
bonds outstanding at that time, the Authority may
repurchase or refund all such outstanding bonds.”

Section 20. Subsection (b) of Secction 21702 of the

Government Coda is amended to raad:

i

"(b) All incdebtadness incurred and bonds issued by
the Board excaept as provided in Section 21702.1 are
special oblications of the Authority, and are secured
by a pledge of an charcs upon, and shall be pavable,
as to the principal thercof, interest thercson, and
any premiums won the rademption of any thercof, solely
from and secured by a lien upon the revenues and such
other funds as are deseribed in the indenture.”

Section 21. Section 21703 of tha Governnment Coda is

amandad to —aad:

i

"Section 21703. Rates and charges. Rates and charces
ghall be fixed to yield annual rovanues not less than the
aggregate of the annual paymoents to the bond, sinking,
resaerve and other funds provided in an indenture for the
bonds, oparation and maintenance costs, and obligations

to tha Cenaral Fund incurred pursuant to Section 21702.1.

T ' |
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; Any proposal for change, in rateas and charges shall beo

| presented in puhlic hearings.”

"

! Section 22, Subgection (¢) of Section 21705 of tha

:COVnrnmcnt Cocde iz amended to read:

. “{(c) Dwvery bond except as provided in Section 21702.1
shall roclte that it is not a general indebtadness of tho
Authority or of the territory of Cuam, but rather is a
special obligation of the Authority pavable solely from tha
revenuzs snecified in the indenture providing for its
isguance."”

Section 23. Subsaction (a) of Section 21708 of the

Governnent Coda is amendad to read:

*"(a) Bonds shall bear interest at the rate of not to
exceed nine percent (92%) per annum payable annually or
seni-annually or in part annually and in part semi-annually
except that tha first counon on any bonds may be payable
twelvae (12) months or any number of months lesa than tuwelve
(12) after the data of such bend."

Section 24. 1o bonds shall be issuad by the Authority

‘under the provisions of Scetion 21702.1 of this Chapter until

a court of competant jurisdiction has ruled that such

contingent guarantee does not constitute an indebtedness

'0of tha Government of Guam within the meaning of the Organic Act.

Section 25, T7The Governor's authority to authorize
he Guam Telephone Authority to igsua ravonue hondz with

contingancy backing by the Govarnment of Cuam as provided

‘in thisz Act shall expira upon the exarcise of hia authority

- to onter into a lecase option agraement for tha assets of tho

Guan Telephona Authority."
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