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October 8, 2010 

 

 

Mr. Anthony C. Blaz 

Administrator 

Guam Economic Development Authority 

Suite 511, ITC Building 

590 South Marine Corps Drive 

Tamuning, Guam 96913 

 

Dear Mr. Blaz: 

 

Thank you for your letter of August 16, 2010, regarding the need to begin to set aside funds 

for the payment of debt service on the Government of Guam Limited Obligation (Section 30) 

Bonds, Series 2009A.  As you know, the projects funded in connection with the Consent 

Decree are in progress, therefore, the final amounts of bond money that will be required to 

complete the projects will not be known until the projects are actually completed.   

 

As we have reported to the Court and the Government of Guam through our reports to the 

Court, we have reduced the original estimated cost of the Layon Landfill and its associated 

projects by approximately $21 million.  Accordingly, the allocation of debt service must also 

be revised.  The following table illustrates the original estimated allocation and the revised 

allocation of debt service. 

 
As we have also previously reported, the final cost of the Layon Landfill and its associated 

projects may be further reduced.  The final cost of these projects will not be known until 

late in 2011.  It should be noted, however, that we have urged the Court to maintain any 

savings as a contingency for the closure of the Ordot Dump until the final costs of closure 

for the Ordot Dump are fully known.  The original estimate for the closure was preliminary 

and will be three years old before the work on the closure actually begins, therefore, it is 

vitally important that all available capital funds be retained until final costs are determined  
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for closure of the Ordot Dump.   We expect to have a much better understanding of these 

costs by late 2011. 

 

With respect to your letter’s reminder that the bond indenture requires a monthly set aside 

of solid waste revenues toward reimbursement of a portion of the Section 30 bond debt 

service to commence on December 5, 2010, we are aware of the provision and, thanks to 

the action of the District Court allowing the Receiver to set interim rates sufficient to pay 

the total cost of the Solid Waste System, we believe the System will be in a position to 

make the required set-aside.  However, based on the above revised allocations, we 

calculate the required set-aside differently as illustrated on the attached schedule.  Should 

we succeed in achieving further savings in the Layon Landfill and its associated projects, the 

difference in your calculation and our estimates could grow to a greater amount.  

Fortunately, the differences in our calculations for 2011 and 2012 are relatively close, giving 

the Government ample time to reallocate any bond funds not required for the closure of the 

Ordot Dump to other projects as authorized by the bond indenture. 

 

We also note that the supplemental indenture requires that within the Solid Waste 

Operations Fund, the Department of Public Works establish the following funds: 

 

 System Revenue Fund – This fund is to be established within the Solid Waste 

Operations Fund and be maintained and held in trust.  It is required to be a separate 

fund into which the Department shall deposit all System Revenues upon receipt and 

shall be used only in accordance with the provisions of the Supplemental Indenture; 

 

 System Operation and Maintenance Fund – This account shall receive from the 

System Revenue Fund, on or before the 5th day of each calendar month, an amount 

equal to the amount of the Operation and Maintenance Expenses budgeted by the 

Department (or by the Receiver, acting for and on behalf of the Department) 

pursuant to its annual budget, to be paid from System Revenues during the next 

calendar month; 

 

 System Bond Reimbursement Fund – This account, to be maintained by the Bank of 

Guam as Bond Trustee, shall receive, on or before the 5th day of each calendar 

month, an amount equal to one-twelfth of the sum of the aggregate amount of 

scheduled principal, Mandatory Sinking Account Payments and interest paid on 

System Bonds during the preceding twelve calendar months.  This is the amount to 

which your letter of August 16, 2010 is referring; 

 

 System Operation, Maintenance, Renewal and Replacement Reserve Fund - This 

account shall receive, on or before the 5th day of each calendar month, the amount, 

if any, needed to increase the amount in the System Operation, Maintenance, 

Renewal and Replacement Reserve Fund to a requirement equal to one-fourth (1/4) 

of the sum of the amounts of Operation and Maintenance Expenses and Renewal and 

Replacement Costs budgeted by the Department pursuant to its annual budget for 

the then current Fiscal Year; and 

 

 System Surplus Fund - This account shall receive the balance remaining in the 

System Revenue Fund after the foregoing deposits. 
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In addition to the accounts required by the supplemental indenture, there are more 

specific requirements for the proper management of the Solid Waste System that must 

be addressed.  These are important to comply with both Guam and Federal Law and 

essential to assure that funds will be available to meet the requirements for new cell 

development, cell closure and post-closure care at the Layon Landfill.  The assumptions 

upon which these additional requirements are based are explained fully in the attached 

testimony we recently submitted to the Public Utilities Commission.  Funds to meet 

those requirements must be separate and distinct reserves, held in the System 

Operation, Maintenance, Renewal and Replacement Reserve Fund.  These reserves are: 

 

 The equipment replacement reserve - The purpose of the equipment replacement 

reserve is to assure that the Solid Waste System has the financial resources needed 

to replace equipment as the need arises.  Funds in this reserve should be invested in 

medium-term, high grade U.S. Government Securities to produce the investment 

income needed to meet the assumptions of the Solid Waste Rate Model; 

 

 Reserve for new cell development - The purpose of the reserve for new cell 

development is to assure that the Solid Waste System has the financial resources 

needed to properly construct cells 3-11 of the Layon Landfill in a timely manner.    

Funds in this reserve should be invested in medium-term, high grade U.S. 

Government Securities to produce the investment income needed to meet the 

assumptions of the Solid Waste Rate Model; 

 

 Reserve for cell closure - The purpose of the reserve for cell closure is to assure that 

the Solid Waste System has the financial resources required by Guam and Federal 

Law to properly close cells when they reach capacity. Funds in this reserve should 

also be invested in medium-term, high grade U.S. Government Securities to produce 

the investment income needed to meet the assumptions of the Solid Waste Rate 

Model; and 

 

 Reserve for post closure care - The purpose of the reserve for post closure care is to 

assure that the Solid Waste System has the financial resources required by Guam 

and Federal Law to properly maintain the Landfill for 30 years after final closure of all 

cells.  This reserve should be invested in long-term, high grade U.S. Government 

Securities to produce the investment income needed to meet the assumptions of the 

Solid Waste Rate Model; 

 

The Supplemental Indenture places responsibility for establishing these funds and accounts 

on the “Department” which is defined as “the Guam Department of Public Works, a public 

corporation of the Government of Guam, or any successor to the rights, powers, functions 

and duties with respect to the management, administration and control of the System which 

are now or hereafter vested in the Department.”  The Order of the District Court placing the 

Solid Waste Management Division in Receivership directs that the Receiver “assume all of 

the responsibilities, functions, duties, powers and authority of the Solid Waste Management 

Division of the Department of Public Works, and any and all departments, or other divisions 

of the Department of Public Works insofar as they affect the Government of Guam’s 

compliance with the Consent Decree.”  Therefore, it is apparent that the responsibility and  
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authority for establishing these trust accounts is with the Receiver.  With the exception of 

the System Bond Reimbursement Fund, which is placed with the Bank of Guam pursuant to 

the Supplemental Indenture, the other funds to be established by the Department may be 

held by any one or more depositaries. Accordingly, we will begin the process of selecting the 

depositaries for these funds in the near future. 

 

In addition to those copied on your letter of August 16, 2010, I am providing a copy of this 

letter to the Attorney General’s Office, the Director of the Department of Administration and 

Bond Counsel.  We ask that you and those copied respond with any objection to the course 

of action we have described in this letter within 30 days of receipt of the letter. 

 

Thank you for your attention to these important matters. 

 

Sincerely,  

 

 

 

 

 

 

David L. Manning 

Receiver Representative 

 

c.c.  Senator Frank B. Aguon, Jr. 

       Director Bertha M. Duenas 

       Director Lourdes M. Perez 

       Deputy Attorney General Pat Mason 

       Mr. Stan Dirks, Bond Counsel  


