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Resolution No. 2025-20 
 

RELATIVE TO AUTHORIZING A BOND DEFEASANCE TRANSACTION TO PAY 

DOWN OUTSTANDING 2018 REVENUE BOND OBLIGATIONS, IMPROVE DEBT 

SERVICE RATIOS, AND REDUCE FUTURE DEBT SERVICE COSTS. 

 
BE IT RESOLVED BY BOARD OF DIRECTORS OF THE JOSE D. LEON GUERRERO COMMERCIAL PORT: 

 
WHEREAS, the Port Authority of Guam issued its 2018 Revenue Bonds to fund critical infrastructure improvements 

necessary to maintain and modernize the island’s only commercial seaport; and 

 

WHEREAS, , the 2018 Revenue Bond indenture requires the Port to maintain a minimum debt service coverage ratio 

(DSCR) of 1.25 in order to remain in good standing with bondholders and rating agencies; and 

 

WHEREAS, the bond defeasance is a financial strategy utilized by bond issuers to remove outstanding debt obligations 

from their balance sheets through a deposit of cash in a restricted escrow account to pay specific bond principal and interest 

payments; and 

 

WHEREAS, the Port has been contemplating utilizing a bond defeasance strategy as part of its efforts to continue toward 

credit enhancement through financial ratio improvement, and to achieve cost savings in the current interest rate environment; 

and 

 

WHEREAS, the indenture’s calculation of DSCR intentionally excludes revenues and related expenses tied to the Crane 

Surcharge, Facility Maintenance Fee, and Marina revenues, even though these are recurring revenue sources that support 

Port operations and capital improvements; and 

 

WHEREAS, since FY 2020, the Port has tracked its debt service coverage ratio on a monthly basis to ensure compliance 

with the 2018 Revenue Bond indenture, and while the Port has met the required 1.25 DSCR each fiscal year since FY 2020, 

there were months where coverage was tight and required close monitoring and internal controls to maintain compliance; 

and 

 

WHEREAS, because the Port has had to manage around a restricted DSCR calculation for years, the limitations of that 

structure are now unavoidable in FY 2025, where the Port is projected to fall below the required 1.25 threshold unless 

corrective action is taken; and 

 

WHEREAS, in FY 2020, the indenture-defined DSCR was 2.29, and when the Crane Surcharge, Facility Maintenance Fee, 

and Marina revenues are included, the adjusted DSCR improves to 3.72; and 

 

WHEREAS, in FY 2021, the indenture-defined DSCR was 1.35, and when the excluded revenues are included, the adjusted 

DSCR improves to 2.18; and 

 

WHEREAS, in FY 2022, the indenture-defined DSCR was 3.66 as a result of cash infused by a one-time $15 million 

payment by Governor Lou Leon Guerrero and Lt. Governor Josh Tenorio from the American Rescue Plan Act (ARPA) 

funds, and when the excluded revenues are included, the adjusted DSCR improves to 4.22; and 

 

WHEREAS, without the ARPA grant, the indenture-defined DSCR for FY 2022 would have dropped to approximately 

1.62, and when the Crane Surcharge, Facility Maintenance Fee, and Marina revenues are included, the adjusted DSCR 

would have been 2.18, showing the Port still would have met the required 1.25 DSCR using operational revenues alone; and 

 

WHEREAS, in FY 2023, the indenture-defined DSCR was 2.29, and when the Crane Surcharge, Facility Maintenance Fee, 

and Marina revenues are included, the adjusted DSCR improves to 2.89; this year also included a one-time $2 million 

MAWAR revenue reimplementation; and 

 

WHEREAS, in FY 2024, the indenture-defined DSCR was 1.79, and when the Crane Surcharge, Facility Maintenance Fee, 

and Marina revenues are included, the adjusted DSCR improves to 2.12; and 

 

WHEREAS, in FY 2025, the Port projects a DSCR of 0.85 under the indenture calculation, which falls below the required 

1.25, but after the cash defeasance the debt service coverage ratio will be 1.78; and  

 

WHEREAS, this consistent pattern shows that the Port has operated responsibly and generated sufficient operating 

revenues, and that the DSCR shortfalls are technical in nature and not a reflection of financial instability or operational 

mismanagement; and 

 

WHEREAS, the Port’s adjusted debt service coverage ratio figures are provided for illustrative purposes only to show the 

Port’s true financial capacity, and do not reflect any changes to the pledged revenue sources or payment streams required 

under the 2018 Revenue Bond indenture; and 

 




