
  

 
January 26, 2011         VIA EMAIL 
 
 
 
Mr. Fred Horecky, Esq. 
Legal Counsel  
Guam Public Utilities Commission  
2nd Floor GCIC Building 
Agana, GU  96910 
 
Re: Supplemental Public Comments of PDS regarding Docket 10-09 GTA 
 
Dear Mr. Horecky: 
 
Pacific Data Systems (PDS) now makes this supplemental filing to its Public Comments 
in this Docket.  PDS understands that the Public Comment period on this matter ended 
on January 24, 2011.  However, when new information comes to light after completion 
of formal filings, it is generally permissible for a party to bring that information to the 
attention of the Commission.  
 
Attached to this letter is a selection of news articles from various media sources 
reporting on financial difficulties related to Advantage Partners, the company that has 
signed an agreement to purchase Teleguam Holdings, LLC (GTA). PDS is very 
concerned regarding the impact that these difficulties could have on the proposed 
transaction to purchase GTA.  Since PDS does not have access to the financial details 
involved in the proposed transaction, we cannot comment on the specific details of the 
purchase.  Nor, are we privy to any information regarding the degree to which 
Advantage Partners may be using borrowed funds to leverage their purchase of GTA, 
thereby relying on the future cash generated by GTA instead of its own cash resources 
in order to make good on its obligations to pay back the borrowed funds.  
 
While we appreciate GTA’s advice to the press that the particular Advantage Partners 
fund that is acquiring GTA is not the same Advantage Partners fund that is currently at 
risk of defaulting on $2.1 Billion in debt financing, we are aware that all investment 
hedge funds commonly draw from a finite set of financing structures to finance deals on 
a leveraged basis.  As such, we are concerned and we believe the Commission should 
likewise be concerned that the issues reported in the attached articles could actually 
foretell future issues that GTA could face.  At the very least it would behoove the 
Commission to treat this new information as a cautionary tale and err on the side of 
caution in the execution of its obligations to protect the public interest in the matter of 
the transfer of GTA’s Certificate of Authority. 
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As such, we want to take this opportunity to restate our recommendation that the GPUC 
engage Georgetown Consulting Group (GCG) for a detail review of all aspects of this 
transaction and the qualifications of the new owners.  This is the only way that the 
GPUC can be assured of meeting its Public Interest obligations.   
 
I hope that the Commission will consider this new information in its review of this 
transaction under Docket 10-09. 
 
Sincerely,        

 
John Day     
President        
 
XC: Lou Palomo – Administrator Guam Public Utilities Commission 
 
Attachment: Newspaper Articles regarding Advantage Partners possible loan default 



 

‘GTA not affected by owner problems’  
TUESDAY, 25 JANUARY 2011 03:45 BY ZITA Y. TAITANO | VARIETY NEWS STAFF  

 

GTA TeleGuam won’t be affected by a possible loan default of its owner, Advantage Partners, GTA 
officials said.  

According to an article in the Wall Street Journal, Advantage Partners is currently in negotiations with 
U.S. debt specialist Lone Star and Japanese finance institution Shinsei Bank about an investment with 
Tokyo Star Bank Ltd. regarding the default. 

The deadline of the talks is at the end of this month.  The article notes that it is likely Advantage Partners 
will default in loans totaling around 170 billion yen or $2.1 billion. 

Cora Yanger Bejado, of GTA’s Marketing and Communications, said the transaction between funds 
served by Advantage Partners, LLP and Tokyo Star Bank is unrelated to the investment to GTA 
TeleGuam.   

“Each investment is managed separately. The issues in Tokyo Star Bank will not have impact on the 
investment on GTA TeleGuam. We expect to complete the transaction sometime around the middle of 
this year, after securing the customary regulatory approvals,” said Bejado. 

Also participating in the negotiations is another Japanese bank, Aozora Bank Ltd. 

Advantage Partners bought GTA last year from Disney subsidiary Shamrock Capital Investors for an 
undisclosed amount. 

Shamrock acquired GTA for $150 million in cash in 2005. Prior to the sale of GTA in 2005, GTA was 
known as Guam Telephone Authority, an autonomous agency of the Government of Guam. 

 



 

BUSINESS JANUARY 25, 2011 

By ALISON TUDOR  

HONG KONG—Japanese private-equity fund Advantage Partners LLP is in talks with creditors about giving up board seats at Tokyo Star 
Bank Ltd. and control over the eventual sale of the lender, a person familiar with the matter said.  

Dallas-based investor Lone Star Funds and other lenders are discussing with Advantage Partners restructuring the roughly 160 billion yen in 
loans, worth $1.9 billion at current exchange rates, that the Japanese fund took out to buy Tokyo Star, according to people familiar with the 
matter.  

Other lenders involved in the discussions include Japan's Shinsei Bank Ltd., Aozora Bank Ltd., Crédit Agricole SA and the Development 
Bank of Japan, they said.  

Bloomberg News  

Tokyo Star posted a loss for the six months to September 2010. 

Advantage Partners is considering giving up three of its five board seats to 
creditors. Creditors will also have influence over when Tokyo Star is either 
floated on a stock exchange or sold to another company.  

The discussions come at a time when the Japanese economy is struggling to 
pull itself out of recession, hampered by a strong yen and deflation. Other 
private-equity-owned companies have struggled with the economic climate. 
Carlyle Group's Japanese mobile-phone company Willcom Inc. filed for 
bankruptcy protection last February. 

Lenders have set a deadline of Jan. 31 for a special-purpose vehicle that Advantage Partners created to acquire Tokyo Star to make interest 
payments. Dividend payments from Tokyo Star were used to pay the interest on the loan, the people said. 

But Tokyo Star made a loss of 2.8 billion yen in the fiscal year ended March 31, 2010. Following these results, Japan's financial regulator 
made a regular inspection of the bank, resulting in Tokyo Star putting aside more reserves for bad loans. a person familiar with the matter 
said. In the six months ended Sept. 30, 2010, it reported a loss of 3.1 billion yen. The losses meant earnings covenants with the special-
purpose vehicle's lenders were breached, according to a person familiar with the matter.  

The financial losses made it difficult for Tokyo Star to make dividend payments. The private-equity fund then asked its investors for more 
capital to breach the gap, the people said.  

Advantage Partners needed permission from its investors to inject more capital into the special-purpose vehicle because it had already used 
the maximum the amount of equity, about 90 billion yen, that it was allowed to pour into a single deal to acquire Tokyo Star for 250 billion 
yen.  

However, the Jan. 31 deadline loomed. Advantage Partners and Tokyo Star discussed a scenario in which the creditors' loans will be 
transferred into a new special-purpose vehicle. Advantage Partners may also have some equity in the new vehicle. 

Interest payments will accrue until Tokyo Star is eventually sold, possibly before 2013, when the senior debt matures. In the meantime, 
Tokyo Star won't have to make dividend payments to the new special-purpose vehicle, giving it breathing space to recover. 

—Atsuko Fukase contributed to this article.  

Write to Alison Tudor at alison.tudor@wsj.com  

 



» Print

This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to colleagues, 
clients or customers, use the Reprints tool at the top of any article or visit: www.reutersreprints.com.

Advantage Partners' lenders may get Tokyo Star 
shares
Sun, Jan 23 2011

TOKYO, Jan 23 (Reuters) - A group of lenders that extended loans for a buyout of Tokyo Star Bank by Advantage Partners 
is considering taking shares in the bank in exchange for the loan repayment, a person familiar with the plan said on 
Sunday. 
Japanese private equity firm Advantage Partners, which bought the Tokyo-based regional bank, has been struggling to 
repay the loans it borrowed for the acquisition in 2007. 
The lenders are considering setting up an entity that would receive the shares in the bank, the person said, asking not to 
be identified because the information is not public.
He added that nothing has been decided yet and there may be other options for Advantage Partners to repay the loans. 
The lenders would be able to obtain shares in the bank because when the loan was structured there was an agreement 
that the Tokyo Star Bank shares could be used as collateral.
The Nikkei business daily reported on Sunday that Advantage Partners would likely give all of its outstanding shares of the 
bank to the group of lenders. 
Advantage Partners, one of Japan's oldest and largest buyout firms, agreed in 2007 to buy Tokyo Star in a deal worth $2.2 
billion. 
A special-purpose company that Advantage Partners formed to buy the bank borrowed 169.6 billion yen ($2.06 billion), 
according to Thomson Reuters LPC, and the firm has also been seeking for an investor to repay those funds. 
Tokyo Star, which reported a net loss of 2.8 billion yen for the year ended in March 2010, traces its origins back to a 
collapsed bank bought by Lone Star in 2001. Lone Star sold one-third of its stake in an initial public offering in 2005 and 
the rest to Advantage Partners. ($1=82.54 Yen) (Reporting by Wakako Sato; Editing by Alex Richardson) 

© Thomson Reuters 2010. All rights reserved. Users may download and print extracts of content from this website for their 
own personal and non-commercial use only. Republication or redistribution of Thomson Reuters content, including by 
framing or similar means, is expressly prohibited without the prior written consent of Thomson Reuters. Thomson Reuters 
and its logo are registered trademarks or trademarks of the Thomson Reuters group of companies around the world.
Thomson Reuters journalists are subject to an Editorial Handbook which requires fair presentation and disclosure of 
relevant interests.
This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to colleagues, 
clients or customers, use the Reprints tool at the top of any article or visit: www.reutersreprints.com.

Page 1 of 1Business & Financial News, Breaking US & International News | Reuters.com

1/26/2011http://www.reuters.com/assets/print?aid=USTOE70M00B20110123



 

Advantage Said to Be in Talks to Sell Tokyo Star Bank
By Tomoko Yamazaki and Takako Taniguchi - Jan 25, 2011 

(Corrects value of Tokyo Star loans in third paragraph in story published Jan 24.) 

Advantage Partners LLC, the Japanese buyout firm that wholly owns Tokyo Star Bank Ltd., is in 

final talks to sell its stake to a syndicate of banks, two people familiar with the discussions said. 

The Tokyo-based private-equity fund is in talks with a group including Dallas-based Lone Star 

Funds, Shinsei Bank Ltd. and Aozora Bank Ltd., according to the people who spoke under 

condition of anonymity as the negotiations centered on Tokyo Star’s turnaround plan are private. 

The deal would return Tokyo Star to Lone Star’s backing almost two years after the private-equity 

firm sold its 68 percent stake in the bank to Advantage for 252 billion yen ($3 billion). Advantage, 

which has been using dividend payments from Tokyo Star to pay interest on 170 billion yen of 

loans taken to pay for the acquisition, may give its shares to the syndicate for free, the Nikkei 

newspaper reported yesterday. 

“This deal must be stemming from the fact that Advantage Partners was faced with difficulties in 

their refinancing,” said Joji Takeuchi, chief executive officer of Brightrust PE Japan Co., a Tokyo-

based private-equity investment advisory firm. “If the reports are true, it would mean that what 

many investors have been worried about and afraid of has unfortunately become true.” 

Tokyo Star today postponed the sale of subordinated bonds totaling 1.5 billion yen, Japan Credit 

Rating Agency Ltd. said separately in a statement. The lender was scheduled to issue the bonds on 

Jan. 21. Hiroki Nakano, a spokesman for the bank, declined to elaborate on the delay. 

Turnaround Efforts 

James Seddon, spokesman at Shinsei and Tsutomu Jinbo, spokesman for Aozora, declined to 

comment. An official at Advantage Partners declined to comment. Ed Trissel, a spokesman for 

Lone Star in New York, was unavailable for comment after normal business hours. 

The sale would allow the syndicate to advise on the bank’s recovery and make Lone Star and 

Shinsei contenders to lead Tokyo Star’s turnaround efforts as it struggles with slowing economic 
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growth, Nikkei said. The interest payment strategy will undermine the bank’s financial position if 

continued, given Tokyo Star’s eroding profitability, the paper said. 

Tokyo Star, which was bailed out by the Japanese government in 1999, delisted from the Tokyo 

Stock Exchange in 2008 after being acquired. The bank could not confirm media reports on 

Advantage’s talks with banks, it said in a statement posted to its website today. 

Tokyo Star posted a 2.7 billion yen group net loss for the year ended March 2009 and booked a 3.1 

billion yen loss for the first half of this fiscal year, according to Nikkei. 

Advantage was founded in 1992 by former Bain & Co. executives Richard Folsom and Taisuke 

Sasanuma. 

To contact the reporters on this story: 

in Tokyo at tyamazaki@bloomberg.net; Takako Taniguchi in Tokyo at ttaniguchi4@bloomberg.net. 

To contact the editors responsible for this story: Andreea Papuc at apapuc1@bloomberg.net; Chitra 

Somayaji at csomayaji@bloomberg.net 
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