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Introduction 
 
The biggest challenge facing the Guam Power Authority (GPA) continues to be the high cost of fuel.  
Shortly after the end of the fiscal year, GPA passed on another increase in the Levelized Energy 
Adjustment Clause (LEAC) of approximately 6.5% of total sales.  The LEAC is the adjustable rate that 
allows GPA to recover its actual cost of fuel.  At a time when GPA has been expecting to see increases 
in kWh sales resulting from the planned addition of 8,000 Marines to the island’s military bases, the 
Authority’s kWh sales have been flat or slightly decreasing as the table below describes.  GPA has been 
finding that many of its customers have begun to take strong actions to mitigate the impact of fuel prices 
on their homes and businesses.   
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Figure 1, Energy Sales by Rate Class 
 
GPA’s system is dependent upon fossil fuels as the Authority’s generation plants burn either high sulfur 
oil or diesel fuel – both of which have been impacted by the increased worldwide demand for petroleum 
products.  GPA is currently developing an integrated resource plan to evaluate the feasibility of using 
alternative energy sources to enable the Authority to diversify its energy utilization as well as studying 
options for converting its existing plants to support alternative fuel types.  GPA is also continuing to 
examine its options for constructing a sea water air cooling system in Tumon Bay to serve many of the 
island’s largest hotels.  The cold sea water would be used to replace the air conditioning load of several 
of the hotels lining Tumon Bay.  However, even under the best case scenario, this new plant would 
impact less than 5% of GPA’s load.  Thus, finding solutions to protect customers from the high cost of 
energy has proven challenging.     
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GPA’s baseload units continue to perform exceptionally well.  GPA’s system is made up of 351.6 
megawatts of baseload units that burn high sulfur fuel oil and 200.8 megawatts of peaking units that 
burn diesel fuel.  Because the cost of diesel fuel is sometimes as high as 200% of the cost of high sulfur 
fuel oil, GPA has been able to mitigate some of the increased cost of fuel by improving the reliability 
and availability of its baseload units.  The graph below details the increased production from baseload 
units. 
 

Generation From Baseload vs. Peakers
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Figure 2, Baseload Production and Fuel Savings by Current Management over Prior Management 

 
In the five years prior to the CCU taking office, the average percentage of generation from baseload 
production was 83%.  Since that time, the percentage of generation from baseload plants has risen 
dramatically.  If the 83% level had been held constant the last four years, GPA ratepayers would have 
had to bear nearly $55 million in additional fuel costs due to the differential between high sulfur oil and 
diesel fuel. 
 
Regional Comparisons 
 
The high percentage of generation from baseload plants has put GPA in a position in which its rates 
have been very competitive in comparison with other island utilities that are dependent upon diesel fired 
generation units and even some mainland utilities that don’t have some of the same constraints that GPA 
faces.  The chart below shows a comparison of residential rates charged by the other utilities: 
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Figure 3, Regional Rate Comparisons 
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Customer Base 
 
As the chart below shows, GPA’s major customers include a fairly diverse base including the 
Department of Defense, the Guam Waterworks Authority, the Guam Public Schools System, the Guam 
International Airport Authority, the Hilton Hotel, the Hyatt Regency Hotel, the Micronesia Mall, the 
Marriot Hotel, the Pacific Islands Club, and others.  
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Figure 4, Percent Breakdown of FY 2006 Energy Sales 

 
Accounts Receivable 
 
GPA has been heartened by the conclusion of the recent United States Supreme Court Case related to an 
attempt to borrow funds by the Government of Guam.  The Government has owed the Authority 
approximately $30 million in past due power originating prior to the creation of the Consolidated 
Commission on Utilities to oversee GPA.  The Governor of Guam attempted to issue bonds to cover this 
debt as well as many others he faced as he began his term in office.  The law suit was filed because the 
Attorney General refused to sign off on the bond indenture agreement.  The issue has been tied up in 
court for the last four years.  GPA believes that with the closure of the case, the Authority is closer to 
receiving payment of these past due obligations.  While the issue has been tied up in litigation, the Guam 
Public School System and the Guam Memorial Hospital have been making installment payments on the 
outstanding amounts.   
 






































































