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Quarterly Report of the Receiver
November 20, 2013
Civil Case No. 02-00022
United States of America v Government of Guam

Guam Solid Waste Authority

Pursuant to the Order of the District Court of Guam (Court), dated March 17, 2008, appointing
Gershman, Brickner & Bratton, Inc. (GBB) as Receiver for the Solid Waste Management Division (SWMD)
of the Department of Public Works (DPW) of the Government of Guam (now the Guam Solid Waste
Authority [GSWA]), we are pleased to submit to the Court this Quarterly Report (“Report”). The purpose
of this Report is to describe to the Court the progress made toward compliance with the Consent Decree
for the two most recent quarters (April 1, 2013, to September 30, 2013) and to outline the Receiver’s
recommendations for achieving compliance with the Consent Decree. As an integral part of this Report,
the Receiver is also submitting the attached presentation entitled “Quarterly Report for Receivership for
the Government of Guam, Guam Solid Waste Authority” (see Tab 2).

Introduction

During the six months covered in this Report, the work to achieve compliance with the Consent Decree
has continued. The Receiver has submitted to Guam Environmental Protection Agency (GEPA) and U.S.
Environmental Protection Agency (EPA) a Final Closure Plan and a Post-Closure Care Plan for the Ordot
Dump that will ensure it is not a source of future pollution. We also continued to oversee operations at
the state-of-the-art, environmentally safe Layon Landfill, constructed pursuant to the Consent Decree,
and we continued to operate solid waste programs for GSWA’s customers, ensuring they are served in a
timely and cost-effective manner.

During the reporting period, Ordot Dump closure activities focused on working with GEPA and EPA on
review of the 90 Percent Closure Plan. The Receiver began to prepare the permitting and bid
documents for the Ordot closure construction and completed the construction of operational
enhancements at the Layon Landfill. In addition, we continued environmental monitoring activities,
including Layon groundwater and gas monitoring; leachate, influent and effluent wastewater sampling;
and marine water monitoring. Construction of the new Harmon Residential Transfer Station and
Household Hazardous Waste Facility, co-located in Harmon at the GSWA compound, continued, and we
advanced the design process for upgrades to the three residential transfer stations.

Also during the reporting period, GSWA staff performed 444,672 residential trash collections from a
stable customer base of an average of 16,469 homes, of which 99.78 percent of the collections were on
time. The GWSA also oversaw operations at the three residential transfer stations, and staffed the scale
house at the Hauler-only (commercial) Transfer Station. GSWA customer service staff responded to
customer requests and account issues, and sent courtesy notices to customers behind in their
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payments. We continued the Curbside Recycling Pilot Program for 1,000 GSWA customers and began
planning collection routes and logistics for expanding the program to all residential customers. The
Bulky Item Collection Program, launched in September 2011, continues to be well received; during the
reporting period, GSWA staff collected 1,736 items in response to 626 appointments. The GSWA Board
of Directors held five meetings, and the Receiver is working cooperatively with the Board in keeping
with the transition timeline proposed by the Receiver and adopted by the Court.

Procurement work during the reporting period focused on completing the bid documents to close the
Ordot Dump in an environmentally safe manner as well as to prepare requests for proposals for
construction management of the closure project and other Consent Decree projects. In the financial
area, GSWA operating results for FY 2013 continue to be strong, with revenue exceeding expenses.
GSWA expenses were 5.3 percent below the approved budget for the period October 1, 2013, through
September 30, 2013, while revenue from all sources was 5.0 percent below budget. GSWA’s cash
position remained stable during the reporting period. Guam Waterworks Authority (GWA) is making
progress to address its past balance, which should be fully addressed within a few months. Thanks to
the hard work of GSWA staff, the delinquency rate among residential customers declined to a new low
of less than 1 percent, and more customers are taking advantage of the GSWA’s online billing and
payment options. Throughout the reporting period, we have monitored the Department of Public
Works’ (DPW) bridge and roadway repairs and replacements, reached an agreement with DPW on the
design approach and fee for Route 4 safety enhancements, and collected data on the tonnage of waste
disposed, which showed an increase of 2.1 percent for FY 2013. Finally, we assisted the Government of
Guam in completing a financial audit for FY2012.

In this Report, we present the following updates for April 1, 2013, to September 30, 2013:

Ordot Dump Closure

Layon Landfill

Operations of the Guam Solid Waste Authority
Contract Management and Procurement
Financial Issues and Capital Funding

o uhkwnNR

Next Steps

1. Ordot Dump Closure (April — September 2013)

In the Receiver’s last Quarterly Report, we documented the completion of field investigations and
submission of the plan for the environmental closure of the Ordot Dump. During this reporting period,
much of the work involved coordinating with regulatory agencies the review and response needed to
address their comments to the Final Closure Plan. We met with and provided to EPA multiple responses
that addressed EPA’s comments to the Final Closure Plan. This process involved regular and close
coordination with EPA and GEPA for the review of submittals and evaluation of the designs that will
provide a long-term, stable closure cover system. We vetted with the agencies key components of the
closure cover and ancillary systems and incorporated input where necessary.
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Primary milestones in this reporting period include:

e Submittal and review concurrence of ‘no further comments’ of the Final Closure Design Plan by
EPA

e Submittal of the Post-Closure Care Plan

e Submittal of the U.S. Army Corps of Engineers 404 Wetland Permit Application

e Submittal of the DPW Building Permit Application for Ordot Closure Construction

Work during the reporting period also included development of construction bid procurement,
permitting, land acquisition and Dero Road renovation design. The following sections describe the work
tasks and technical reports, including coordination with the parties of the Consent Decree — the
Government of Guam and EPA.

Closure Plan Development and Review Process

The closure plan document for Ordot Dump comprises the record of field investigations, design analysis,
plans and specifications for agency review, construction of the closure cover, and all ancillary systems to
manage stormwater, leachate and landfill gas, as well as monitor groundwater and gas migration. This
package of documents was developed during the previous reporting period through a series of
submissions provided for regulatory agency review, culminating in the Final Closure Plan submitted to
EPA and GEPA for review in March 2013. Concurrent with the work to develop this package is the
agency coordination, which culminates in a final review process described in more detail below.

The primary deliverables in the development of the Final Closure Plan during this reporting period were:

e Presentation of the Final Closure Design Plan Submittal — Receiver presentation of the plans to
EPA and GEPA at EPA review meetings in San Francisco in May 2013. The package of closure
system design plans includes detailed construction plans and specifications for the closure cap,
construction quality assurance plan, leachate collection, stormwater management, gas
collection and gas migration control.

e Final Closure Plan documents in their final form, providing detail and clarity.

Final Closure Plan, Agency Review — Following the March 8, 2013, submittal of the Final Closure Plan to
EPA and GEPA for review, and technical meetings in San Francisco on March 22, 2013, to present specific
aspects of the closure plan design, the Receiver team met again on May 2, 2013, to brief EPA and its
technical support consultant, CH2M Hill, on the changes and clarifications made to address agency
comments.

The Final Closure Plan documents consisted of the following:

1. Design report
2. Construction plans
3. Construction specifications
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Prior to the May meetings, EPA reviewed these documents and provided comments to the Receiver, to
which we developed responses discussed at the meetings. Subsequent to these meetings, the Receiver
incorporated changes, where necessary, into the Closure Plan and supporting documents. This process
took the months of April, May and most of June to complete, culminating in EPA declaring that there
were no further comments to these documents. GEPA informally indicated its approval at this time,
issuing its formal approval on September 20, 2013 (see Tab 3). The development of bid procurement
and permitting documents followed thereafter and is described below.

Bid Procurement for Closure Construction — The last Quarterly Report outlined the bid procurement
schedule, which anticipated a July 1 start date to make available bid documents for the closure
construction. On July 8, 2013, the bid documents were made available with a bid due date of
September 20, 2013. These documents are standard bid documents, similar to the Layon Landfill
construction procurement, and in addition, specify special subcontractor requirements for the
geomembrane cover installation as well as a special subcontractor to oversee the relocation of the
western drainage channel to accommodate the closure system construction. This bid process follows all
applicable Government of Guam and federal regulations and guidelines.

Permitting — Several permits and approvals are necessary for the purpose of initiating construction
activities. These include:

U.S. Army Corps of Engineers 404 Wetland Permit (ACOE 404 permit)
Department of Public Works Building Permit (DPW permit)
a. Guam EPA 401 Water Quality Certification (401 WQC permit)
b. Guam EPA Environmental Permit/Approval(s) (GEPA approvals)
3. Bureau of Plans and Statistics Federal Consistency Determination
4. Department of Land Management Wetland Development Approval (DLM approval)
5. EPA Federal Multi-Sector General Permit for Construction Stormwater Discharge

As the time of the preparation of this report, the DPW permit, the 401 WQC permit, GEPA approvals,
Federal Consistency Determination, DLM approval, and the Federal Construction General Permit for
Stormwater Discharge have been issued for the project. The remaining permit is the ACOE 404 permit,
which we understand is being finalized for issuance.

The ACOE 404 permit process requires an application supported by the design that describes any
temporary and/or permanent impacts to wetlands and description of these unavoidable impacts. It also
describes how the cover design and cessation of leachate flows will improve the overall condition of the
wetlands when completed.

As we described in our previous report, the wetlands exist along the west and south portions of the
Dump site. They are significantly impacted by the waste dumped in and around them. In addition,
leachate continually discharges into these wetlands, creating or maintaining some permanent wetland
conditions on the Dump site and even within the waste limits. The Closure Plan creates a positive net
effect, resulting in a restoration of the wetlands’ quality by ceasing leachate discharges and removing
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waste from within large areas of the wetlands. There are certain wetland areas where the impacts of
the closure are unavoidable due to steep slopes of waste that cannot be realistically relocated as part of
the closure. In order to mitigate certain impacts, an approximate 450-foot section of the west side
drainage channel will be relocated to accommodate a more realistic cover configuration for long-term
stability and durability. Stormwater ponds need to be located in areas off the waste and cover at the
lower elevations of the site immediately adjacent to the cover system. Wetland impacts in these areas,
although minimized, are unavoidable. The cover configuration was modified through an iterative
process to minimize the impact to the wetlands across the site.

In April 2013, the Receiver submitted a Section 404 permit application to the ACOE for the approval of
the unavoidable impacts to the wetlands that will result from the Closure Plan. The permit application
shows what we believe to be a net positive wetland restoration impact resulting from this action. On
May 14, 2013, ACOE conducted a conference call with EPA and the Receiver to discuss the application
and for the Receiver to describe the permit application documents and answer any questions. As a
result of this conference call, the ACOE requested additional supporting documentation, which was
presented in early July. The Receiver continues to support the agencies’ review until a permit is issued.
Based on initial discussions with the agencies in this quarter, it is likely some sort of additional wetland
enhancements, over and above the designed closure system and cessation of leachate into the wetlands
and waste removal, may be necessary on site as a condition for permit approval to fully satisfy all
regulatory requirements. We continue to work with these regulatory agencies to reach a final
resolution of this issue.

Land Acquisition — The Government of Guam has, for many years, operated portions the Ordot Dump
on land it does not own. In order to properly close the Dump, and provide the required buffer zone to
adjacent properties, these privately owned properties must be acquired. The Office of the Attorney
General has performed the lead role in this process. Given the recent change in counsel for the
Government of Guam, we are currently exploring ways to keep this process on schedule.

Dero Road Renovation Design — \We have completed the Dero Road renovation design through the 90
percent design phase and received comments from the Government of Guam agencies and utilities.
Presently, the design documents have been finalized, but the project will be on hold pending funding
availability. It should be noted that this project is not a requirement of the Consent Decree, but is
triggered by Guam regulations because the Ordot Dump closure project requires installation of a sewer
line in the roadway. However, only one full lane is required to be replaced. In addition, in order to
address the years of damage to Dero Road from the heavy traffic to Ordot Dump, the design is for the
entire roadway width. Renovation of the entire roadway width also requires, by regulation,
improvement to road safety.
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2. Layon Landfill (April — September 2013)

Remaining Construction Efforts and Operations

During the reporting period, the Receiver worked to ensure that remaining construction was completed
and the Receiver addressed ongoing warranty claims and engineering support for operations.

Landfill Entrance Facilities and Cells 1 and 2 — In March 2013, Black Construction Corporation (BCC)
addressed the one remaining construction task that was still pending at the time of our last Quarterly
Report. The change order calls for the installation of a portion of the cell drainage system. At this time,
BCC has installed the gravel window, additional raincap, including some modifications to improve landfill
operations, and has submitted final construction documentation to close out the construction contract.

Access Road (Chalan Layon) — Following the turnover of the road to DPW, maintenance of this road is
DPW’s responsibility. Since that time, we have continued to observe extensive vegetation growth over
stormwater drainage systems and road safety guardrails, with no apparent maintenance. We are
unaware of any DPW maintenance work on the road since we last reported these conditions. If regular
maintenance is not provided, the expensive infrastructure associated with this road will be jeopardized.

Construction Management

During the reporting period, the construction management (CM) consultant, GHD, primarily provided
ongoing CM for the Harmon Residential Transfer Station and Household Hazardous Waste Facility.
Additionally, GHD also provided warranty support and coordination with BCC in support of operational
activities as well as remaining oversight of the completion of BCC’'s work. The major CM activities
consisted of the following:

e Construction inspection and reporting on the Harmon Residential Transfer Station and
Household Hazardous Waste Facility

e Construction inspection and reporting on the gravel window installation and remaining BCC
vegetation establishment

e Support with the documentation and resolution of warranty issues

e Coordination with inspections and clearances as needed

Other CM Services - A number of the Receiver’s tasks required additional CM support, which we have
tasked GHD to provide. This additional work includes the following:

1. Project management and evaluation of the leachate collection system performance — This work,
performed by GHD with support from Brown and Caldwell, included a detailed investigation of
the leachate collection and conveyance system to the Inarajan Wastewater Treatment Plant
(WWTP) after one year of operations, to compare the projected leachate generation rates with
the actual recorded values, re-evaluate the projected leachate flow rates over the next 10 years
and make improvements to the system to enhance its performance and reliability.
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2. Cell drainage system installation support — GHD was tasked to support the CM with inspection
of the chlorination system improvements.

3. Upgrade of residential transfer stations to meet permit standards — Support consisted of the
development of designs, specifications, bid procurement documents, bid support services and
CM for the facility renovations, which are described in a subsequent section of this Report.

Design Support Services

Upgrade of Residential Transfer Stations — Guam’s residential transfer stations have never been
permitted as required by Guam Law. GEPA is requiring that these facilities be permitted as a condition
to the permit for the Layon Landfill. Upgrades to these facilities are necessary to meet permitting
standards.

During the reporting period, the design plans and specifications for the Agat, Dededo and Malojloj
transfer stations were advanced. The Receiver’s CM consultant, GHD, carried out this work. At the
present time, the 90 percent designs have been prepared and are under internal review. When the
design is complete, the project will be placed on hold pending availability of funds. This project is not a
requirement of the Consent Decree but was triggered by a condition GEPA placed on the Layon Landfill
permit.

Environmental Monitoring and Compliance

During the reporting period, the Receiver continued to advance environmental compliance coordination
with EPA and GEPA by holding bi-weekly meetings and with regular reporting of data and results. These
meetings provide the lead coordination for all permitting and regulatory management of design and
construction work necessary to fulfill the Consent Decree requirements for monitoring and reporting to
the various agencies. We appreciate the ongoing support provided by EPA and GEPA representatives.

Sound environmental practices and permit conditions require extensive and ongoing monitoring of the
GSWA facilities, particularly the Layon Landfill. In this section, we will discuss each area of monitoring
and our plans to ensure compliance at the landfill as well as at the transfer stations.

Layon Landfill Municipal Solid Waste Facility and Title V Air Permits — The Layon Landfill Solid Waste
Facility Permit contains certain conditions with which the Receiver complied during construction. Now,
during operations, the landfill operator, under the oversight of the Receiver/GSWA, provides permit
reporting, supported with information from the third-party environmental compliance consultant, who
monitors stormwater, groundwater, gas, surface water and leachate characteristics. The
Receiver/GSWA and operator have worked diligently with GEPA and EPA to comply with all required
permit conditions.

Layon Groundwater and Site Monitoring — During this reporting period, the second semi-annual
sampling event for Operations Year No. 2 (beginning in September 2012) was performed in mid-May
2013. The analysis and results are now pending, and a report is anticipated early in the next quarter.

Gershman, Brickner & Bratton, Inc. Page 7 of 35 November 20, 2013



Inarajan Wastewater Treatment Plant (WWTP) — During the reporting period, leachate, influent and
effluent wastewater and marine water sampling continued in accordance with the work plan. Leachate,
wastewater characteristics (with leachate added to the influent), and the performance of the Inarajan
WWTP are monitored weekly. Marine water monitoring at six sample locations is also being performed
weekly for enterococci, and monthly for all other parameters.

As we have described in previous reports to the Court, additional capital improvements to the WWTP
have been designed and will be put into place quickly, should they be needed. The design and
monitoring work for Layon Landfill leachate management has been performed in accordance with the
recommendations of the Layon Landfill Leachate Treatment Suitability Study, dated November 2009,
and in close coordination with GWA, GEPA and EPA. The plan calls for a two-year period of monitoring
at the plant after the initial acceptance of leachate at the WWTP. This two-year period ended at the end
of August 2013. At this time, we have turned over the two auto-samplers at the plant to GWA for its
use. We will continue sampling for leachate and marine water quality in the future quarters but at a
reduced frequency.

Residential Transfer Station Facility Permit Compliance — The new Harmon facility, as well as several
physical improvements to the existing transfer stations, are required to meet permit compliance
requirements for the Layon Landfill and serve the needs of the community. These improvements were
outlined in the previous sections. Each facility will require a solid waste facility permit. Several support
documents, depending on location, are being developed and will be submitted with these solid waste
facility permit applications.

In this reporting period, we have made substantial progress toward achieving compliance. Construction
of the Harmon Residential Transfer Station and Household Hazardous Waste Facility continues, and the
Agat, Dededo and Malojloj facility designs are being finalized. The Harmon facility is discussed in more
detail in a following section.

Agat Residential Transfer Station — As discussed in the last Report, the investigation got underway in
January 2013, and through this quarter, field work has been completed. Data analysis and report
preparation are expected to take several months. When complete, the investigation will provide an
accounting of the type and quantity of material and waste present as well as generate a cost estimate
and work plan for the removal of the material.

Dededo Residential Transfer Station — We last reported that as of March 31, 2013, the business using a
portion of the site continues to remain on the transfer station property. However, through the efforts
of the Chamorro Land Trust Commission, in May 2013, the business moved off the site, taking with it a
considerable amount of materials and thereby facilitating cleanup. We appreciate the efforts of the
Director of the DLM, Mr. Mafnas, and his staff in helping to remove the business from the property,
which has allowed us to proceed with the environmental investigation to characterize the existing
materials and waste on the site and test for contaminants. We prepared the work plan during this
quarter and coordinated a review with GEPA to obtain the test pit permits for the investigation. When
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complete, the investigation will provide an accounting of the type and quantity of material and waste
present as well as generate a cost estimate and work plan for the removal of the material.

Malojloj Residential Transfer Station — The environmental investigation identified no significant
environmental issues at this location, and design work is finalized as described in an earlier section.

Supplemental Environmental Project and the Harmon Residential Transfer Station — The Household
Hazardous Waste Facility, which will be co-located with the Harmon Residential Transfer Station, will
house the Household Hazardous Waste Collection Program. This facility constitutes a significant
condition of compliance with the requirements of the Supplemental Environmental Project (SEP) of the
Consent Decree. The SEP requires the Government of Guam to create capacity to address household
hazardous waste on the island.

The Household Hazardous Waste Facility, with the Harmon Residential Transfer Station, is presently
under construction. Construction progress photos are posted weekly on the GSWA and Receiver
websites. The overall progress under the Maeda Pacific Corporation (MPC) is behind schedule and MPC
will need to make significant progress to get back on schedule to achieve the present contractual
deadlines. The solid waste facility permit for this facility is under review by GEPA and its approval is
required prior to the start of operations.

3. Operations of the Guam Solid Waste Authority (April — September 2013)

Weekly Trash Collection

From April 1, 2013, through September 30, 2013, GSWA crews collected trash from an average of 16,469
customers a week, totaling 444,672 collections. GSWA’s on-time collections were 99.78 percent of all
stops. Figure 1 illustrates the on-time collections over the six months this report covers.

Figure 1. On-Time Collections, April — September 30, 2013
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During the reporting period, the crews worked Monday through Friday and collected 9,732.93 tons of
trash from carts set out by GSWA customers, averaging close to 44 pounds of trash per customer per
collection or approximately 1,182 pounds of trash per customer over the course of this reporting period.

Management has implemented cross training of its trash collection drivers. The goal is to familiarize
each driver with all the collection routes for each day of the week. To facilitate this cross training,
drivers rotate to new routes at the beginning of each month. Long term, this cross training will result in
more efficiencies and make collection routes less dependent on any one driver.

Cart Repairs

During the reporting period, GSWA had seven Toter trash carts that were damaged and required repair
or replacement. The carts are holding up well to the work demands and weather.

Bulky Item Collections

From April 1, 2013, through September 30, 2013, GSWA collected 1,736 metallic and bulky items during
626 appointments made by GSWA customers. GSWA customers are allowed up to two free bulky item
collections a year. The fee for each collection after the second during the same year is $25. Residents
who are not customers of GSWA and not a commercial entity may make appointments for bulky item
collection for $25 per collection. During the reporting period, GSWA staff serviced one bulky item
collection appointment from a resident who was not a GSWA customer; four GSWA customers paid the
$25 fee for a third bulky item collection; and 56 customers took advantage of their two free
appointments.

Up to five items can be placed out on the curb. Metal objects are taken to a local scrap yard to be
recycled and non-metal items, such as mattresses and sofas, are taken to the Layon Landfill. Figure 2
shows the number of bulky item collections per month.

Figure 2. Bulky Item Appointment Collections, April — September 30, 2013
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Residential Transfer Stations

Between April 1, 2013, and September 30, 2013, GSWA's three residential transfer stations served
15,936 customers who brought their trash, cardboard, and glass bottles and jars to be disposed and
recycled. Figure 3 shows that during those three months, 65 percent of the transfer station customers
used the Dededo Transfer Station, 16 percent went to the Malojloj facility, and 19 percent used the Agat

Transfer Station.

Figure 3. Number of Customers Using Residential Transfer Stations, April — September 2013
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During the reporting period, GSWA roll-off drivers hauled 2,651.83 tons of trash to the Layon Landfill
from the three residential transfer stations. Since the Dededo Transfer Station was the most used, it
was the source for 69 percent of this trash while Agat and Malojloj generated 17 percent 13 percent

respectively.

Figure 4. Tonnage Hauled from Residential Transfer Stations, April — September 2013
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At the residential transfer stations, customers also have the opportunity to drop off glass bottles and
jars for reuse as alternative daily cover at the Layon Landfill. During the reporting period, GSWA
customers deposited 30.71 tons of glass that were taken to the Layon Landfill and used as alternative
daily cover. Total cardboard sent to the processor, who bales and ships them overseas to be recycled,
amounted to 46.88 tons over the reporting period.

Hauler-Only Transfer Station

The Hauler-Only Transfer Station is for commercial haulers and other large generators. Most of the
customers using this facility haul significant amounts of trash in large vehicles. GSWA personnel staff
the scale house and handle the accounts while a private contractor, Guahan Waste Control, operates
the tip floor (where the trash is dumped) and the transfer trailers. Commercial haulers and large
generators bring their waste material to this facility and unload the material onto a tip floor where the
operator of the facility screens it for excluded waste before loading it into a large transfer trailer for
transport to the Layon Landfill. Consolidating the waste into large transfer trailers significantly reduces
the amount of traffic to the Layon Landfill.

From April 1, 2013, through September 30, 2013, the Hauler-Only Transfer Station received 9,111
deliveries of waste, an average of 1,519 deliveries each month. These deliveries of waste produced
42,587.81 tons of trash for transfer to the landfill.

Layon Landfill

The Layon Landfill opened on September 1, 2011, under the operational management of Green Group
Holdings, LLC. As the operator, Green Group Holdings not only handles the incoming trash but also is
responsible for maintaining the facility and its equipment, and controlling litter at the facility. In
addition, Green Group Holdings provides fire prevention measures, such as grass cutting, brush clearing
and fire breaks for the monitoring wells and wells outside the perimeter fence. During the reporting
period, Green Group Holdings conducted one tour of the facility for a contingent from the Marshall
Islands.

The scale house is operated by GSWA personnel, and GSWA manages all accounts. From April 1, 2013,
through September 30, 2013, 2,788 deliveries of waste crossed the scales at the Layon Landfill, bringing
45,807.79 tons of trash.

Administration

During the reporting period, the GSWA customer base has remained fairly steady at an average of
16,469 per month.

GSWA customer service staff assisted 3,986 walk-in customers from April 1, 2013, through September
30, 2013. Figure 5 shows the monthly breakdown of walk-in customers. The Customer Service
Representatives (CSRs) meet with these customers to discuss such topics as their account history,
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signing-up for collection service, mapping their service location, and providing recycling information for
scrap metal, electronics and paper.

Figure 5. GSWA Walk-In Customers, April — September 2013
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During the reporting period, the CSRs made 6,275 courtesy phone calls to customers who were late
paying their bills and in jeopardy of having their carts repossessed for lack of payment. During these
calls, the CSRs answered customers’ questions and reviewed their accounts and payment histories. The
CSRs also sent 4,967 letters to those customers who were 60 and 90 days behind in their payments. In
addition, CSRs handled 13,086 incoming calls over the three months (on average, 4,362 calls a month)
from people who asked about GSWA services and sought general waste and recycling information. The
CSRs also served as a switchboard, redirecting calls to other GSWA operations.

Figure 6. Outgoing Letters and Phone Calls, April — September 2013
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The courtesy calls and notification letters to customers who are 60 and 90 days behind in their
payments have helped many to avoid having their carts repossessed and their collection service
terminated. GSWA has seen the percentage of customers with overdue accounts at both the 60- and
90-day levels decrease. The average percentage of the customer base who were 60 days behind on
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payments during this reporting period was 4 percent whereas the average percentage of those who
were 90 days overdue was 1 percent.

Once a customer has been identified as being 90 days or more behind on their payment, a work order is
placed to repossess the cart and terminate service. GSWA operations staff collects these carts. During
the reporting period, of the 1,028 carts that were repossessed, 798 (78 percent) were redelivered after
customers paid the balance due plus a $50 restoration fee.

Figure 7. Carts Repossessed vs. Redelivered, April 1, 2013 through September 30, 2013

Repossessed Redelivered

Personnel

At the conclusion of the reporting period on September 30, 2013, the number of GSWA employees
stood at 55. This includes 16 employees hired through our contracted temporary agency, three contract
workers and 36 government employees. The number of GSWA employees is a reduction of
approximately 44 percent when compared to the 99 employees in the Solid Waste Management
Division when the Court appointed the Receiver in March 2008.

GSWA Board of Directors

The GSWA Board of Directors held its first official meeting on March 18, 2013. During the reporting
period, the board held five meetings. As directed by the Court, the Receiver is working cooperatively
with the Board in keeping with the transition timeline proposed by the Receiver and adopted by the
Court. At the August GSWA Board Meeting, Paul Barron of GHD made a presentation on the process
used by the Government of Guam to select the site for the Layon Landfill, and described the
construction of the entrance road and the landfill. Norm Kivett, manager of the Layon Landfill for Green
Group Holdings, also presented an overview of Green Group Holdings and the daily activities he and his
crew perform for GSWA. Chace Anderson presented an overview of the contract between Green Group
Holdings and GSWA. GSWA employee Dan Galiza provided a sample of his weekly monitoring report in
which he reviews the work being done by the Green Group Holdings. In September, Bob Shambach of
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EA Engineering made a presentation to the Board about ground water and gas monitoring regulatory
requirements and activities.

Preparation for Curbside Recycling Service

In a Special Report dated August 13, 2013, the Receiver recommended implementation of curbside
recycling for residential customers of GSWA. In an Order dated August 21, 2013, the Court approved
the proposed program.

During the reporting period, the Receiver and GSWA began planning for the implementation of the
program approved by the Court.

The first step in this effort was to revisit the structure of existing GSWA trash collection routes to
determine if additional efficiencies might be made. A team of GSWA employees that included drivers,
the collection supervisor, the dispatcher and other personnel was assembled to assist in reviewing and
redesigning the existing trash collection routes. The goal was to further refine the routes in a manner
that maximizes the use of equipment and employees, freeing up trucks and personnel to collect
recycling carts.

The team began meeting in March 2013 and continued to meet on a regular basis. It developed a plan
to reorganize the collection routes, beginning at the northernmost part of the island on Monday and
moving progressively south until all customers’ trash was collected. The team reviewed customer
accounts, and the drivers began to test drive the proposed new routes. Although the testing was not
completed until after the reporting period, throughout July and August the team continued to refine the
routes and produced the following collection plan:

(1) Trash collection from customers will take place four days a week, not five. Currently, collection
starts on Monday and ends on Friday. The new collection schedule will start on Monday but end
on Thursday. This revised schedule provides the contracted firm that handles GSWA fleet
maintenance an extra day, Friday, to service the trucks and have them ready for the following
Monday.

(2) The current number of trash collection routes will shrink from seven to six, allowing the “extra”
truck and crew to begin recycling at the beginning rather than the end of the shift. GSWA will
continue to evaluate to see if additional routes should be consolidated.

(3) The length of employees’ regular workday will shift from the current eight-hour workday to a
ten-hour workday, working four rather than five days a week. All of the new collection routes
will be serviced in less than 10 hours, allowing the crews to start collecting recyclables on
regular time, which minimizes the amount of overtime required. Employees who work more
than 40 hours will be paid overtime.

These new trash collection routes went into effect the week of October 7, 2013. The new routes will
also be used for the collection of recyclables. GSWA began delivering recycling carts for implementation
of the curbside recycling program in late October. Delays from the manufacturer of the carts resulted in
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the initial deliveries of the carts beginning approximately a month later than anticipated. Even with this
delay, it remains our goal to deliver and service the recycling carts before the end of the calendar year.

4. Contract Management and Procurement (April — September 2013)

During this reporting period, procurement work focused on completing the necessary documents for the
bidding to environmentally close the Ordot Dump as well as requests for proposal for construction
management of the closure project and the other remaining Consent Decree projects. As the Court
knows, these procurements were subsequently issued in early July. The process for pre-qualification of
bidders on the Ordot Dump closure was completed with the following bidders determined to be
qualified to submit bids on the project:

Black Construction Corporation
Core Tech International
dck-Sukut, LLC

ECC International, LLC

GGH Guam, LLC

IMCO General Construction

Nou ks wNR

ITSI Gilbane Company

Table 1 lists the bids received from four of the qualified companies on September 20, 2013:

Table 1. Bids Received From Qualified Companies

Company Bid Amount
Black Construction Corporation 540,877,337.00
Core Tech International 5 40,980,000.00
dck-Sukut, LLC 542,175,177.00
GGH Guam, LLC 547,920,707.60

On November 1, 2013, the Receiver issued a Notice of Award to Black Construction Corporation. We are
working on a contract with the low bidder and expect to execute it in the near future. We will keep the
Court fully informed.

During the period we also issued a Request for Proposal (RFP) for construction management services.
On November 8, 2013, a notice of selection was issued to GHD Inc. and to GHD’s Guam office for
construction management (CM) services during the Ordot closure construction project. The CM firm will
be responsible for performing comprehensive inspections, tracking construction progress, reviewing and
approving material and equipment submittals, and providing documentation that the closure system
was constructed in accordance with the approved design. Specialty construction oversight will also be
provided by the construction manager for the geosynthetics to be installed for the cover and the gas and
leachate collection systems. The contract for these services is currently being negotiated.
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In addition, after review with the Office of the Attorney General of the results of the procurement
issued for an operator of the Household Hazardous Waste Facility, it was determined that the
procurement should be cancelled and reissued. The procurement was subsequently reissued in July.
Proposals were received from the two proposers who had bid initially and these are presently under
review.

Table 2 provides a list of the Receiver’s primary contracts, the amounts spent through September 30,
2013, on these contracts, and the status of the work. Direct employee contracts and payments,
contracts in connection with ongoing litigation, payments to the Government of Guam, and one-time
expenditures are not included in the table, but are included elsewhere in this Report.

Table 2. Consent Decree Contracts as of September 30, 2013

Consent Decree Contracts as of September 30, 2013

Citibank Trust

Amount of Account
Contractor Purpose of Contract Contract Expenditures | Work Status
Alpine Technology Corporation Customer Service Software S 317,466.00 | § 321,065.49 | On-going*
Asia Tiger Construction Emergency Repairs at Transfer Stations | $ 33,377.83 | § 33,377.83 Closed
R R Layon Landfill - Construction of Close out
Black Construction Corporation B $ 25,375436.35 | $  25,169,588.68
Entrance Facilities and Cells 1and 2 Phase

Planning Environmental Monitoring for
Final Closure of Ordot Dump
Layon Landfill - Construction of Access

Brown And Caldwell $ 7,691,828.00 | &  6,906,083.58 | On-going

Core Tech International Road and Utility Improvements for $ 28,369,411.00 | $ 28,360,499.00 Closed
Community
Groundwater Quality Monitorin;

EA Science and Technology ) vy 2 $ 2,572,101.76 | $  2,410,136.66 | On-going
Services

Ella Builders Improvements to GSWA Building s 129,801.25 | § 129,801.25 Closed

B New Trucks, Roll-off Containers and Gov Guam B

Far East Equipment Co. $  3,843,586.15 On-going

Trash Carts Purchase Orders
i e - Gov Guam
Fleet Services Crane Qualification and Rigging Course 3 24,983.25 Closed

Purchase Orders

Security Services for the Solid Waste
Compound

Construction Management Services for
Consent Decree Projects

G4 Security Services (Guam), Inc Indefinite 5 16,904.38 Closed

GHD (formerly Winzler & Kell 6,375,284.00 6,809,816.57 | On-going*
¥ Y. going

Minimum
Monthly Charge

Guahan Waste Cantrol Hauler-only Transfer Station $ 541231276 | On-going
Plus Per Ton
Excess Charge
L Gov Guam
Hawthorne Pacific Corp New Trucks s 113,458.00 Closed
Purchase Orders
Minimum

GGH Guam, LLC {formerly Herzog
Environmental, Inc)

Monthly Charge
Plus Per Ton
Excess Charge

Operation of the Layon Landfill $  6,334,732.94 | On-going

Kevin And Steve Corporation GSWA Power Sevice Separation s 113,255.75 | § 113,255.75 Closed
Layon Landfill - Construction of Landfill
Maeda Pacific Corporation Operations Road and Mass Grading for | $ 10,045,245.40| $ 10,045,245.40 Closed
Cells1and2
Construction of Harmon Residential
Maeda Pacific Corporation Transfer Station and Household $  2,410,000.00 | & 378,488.25 On-going
Hazardous Waste Facility
B B Roll-off Containers and equipment Gov Guam
Morrico Eguipment Co. S 129,369.00 Closed
rental Purchase Orders
Nippo Corporation Safety Improvements for Dero Road s 19,134.30 | & 19,134.30 Closed
. New Computers and Software for Gov Guam
Pacific Data Systems o B s 39,582.61 Closed
GSWA Administration Purchase Orders

Temporary Staffing Services for the
Solid Waste Management Division
Security Services for the Solid Waste
Pacific Island Security Agency Compound (replaced G4 Security
Services of Guam)

Pacific Human Resource Services, Inc. S 2,001,354.16 On-going

s 762,687.59 | On-going

L - - - Gov Guam
Pacific Trucking Co. Water Truck Rental for Fire Suppression S 14,900.00 Closed
Purchase Orders
Shaw Environmental, Inc Technical Assistance s 305,347.16 | $ 26,275.17 Open
N Layon Landfill - Design and Engineering R
TG Engineers, PC ) $10,124,332.00 | §  3,283,392.69 | On-going
Services
~ . Gov Guam
Triple J Enterprises, Inc. New Trucks S 91,700.00 Closed

Purchase Orders
Noter Doss notincluge Indnidus] SMpIayee CONTTaCts of PRyMEnts, CONtracts relating 1o angaing IMESTion, etainage or expendituras dirctly paid by the Gavernment of
Guam. All contracts are inclusive of change orders approved through the date of this report and expenditures through September 30, 2013. *Indicates ccontract amendment
orchenge orger pending,
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Tabs 4 and 5 provide the Court with a list of approved change orders for the Consent Decree contracts
listed in Table 1. Tab 6 includes all individual payments made under these contracts.

5. Financial Issues and Capital Funding (April — September 2013)

Overview

Finances have continued to be a major focus of the Receiver during the period. In addition, we have
devoted significant time to assisting the Government in completing an audit of the fiscal year that ended
on September 30, 2012. The audit was conducted by Deloitte & Touche, LLC. In this section, we provide
the Court with updates on the following:

e Operating results for the GSWA for the period April 1, 2013 to September 30, 2013
e Cash position of GSWA

e Status of residential customers

e Status of large commercial accounts

e Status of GWA account

e Status of the Citibank Construction Subaccount
e Host Community Benefit Premium Fees

e (Capital funding

e FY 2014 Budget for GSWA

e Results of the FY 2012 Audit

e Waste disposed at the Layon Landfill

e Reserves of the GSWA

e Bridge and roadway repairs and replacements

Operating Results for the GSWA for FY 2013 from April 1, 2013, to September 30, 2013

GSWA operating results for FY 2013 were strong. Table 3 summarizes expenditures and revenue for FY
2013, compared with the approved budget. Detailed reports of expenditures and revenue compared
with the approved FY 2013 budget are provided in Tab 7 of this Report.

Financial results for FY 2013 continue a positive trend of revenue exceeding expenses. Table 3 shows
the results through September 30, 2013. GSWA expenses were 5.3 percent below the approved
expenditure budget for FY 2013. Personnel costs were 6.9 percent below budget, and non-personnel
spending was about 5.0 percent below budget during this time. Revenue from all sources was 5.0
percent below budget. Financial results through September 30 are a net surplus of about $706,209 for
FY 2013.
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Table 3. GSWA Summary of Operating Budget FY13

GuamSolid Waste Authority
Summary of Operating Budget

FY 2013
October 1, 2012 to September 30, 2013
Actual Spending

Total Annual | Revenue to % over (under)

[tem Budget Budget to Date Date Budget
Personnel Expenses 52 678,600 52 678,600 52,494 535 -6.9%
Other Expenses | Resenes 514,993,300 514,993,300 514 249 096 -5.0%
Total Expenses | Reserves $17,671,900 $17,671,900 $16,743,631 5.3%
Total Revenue (All Sources) $18,368.200 $18,368.200 $17.449 840 -5.0%
Budgeted From Fund Balance 50 50 50 0.0%
Total Funding Available 418,368,200 418,368,200 $17,449,240 NIA
Surplus | (Deficity* $696,300 %696,300 4706,200 NIA

* surplus goes to rezerve for future years (i.e., fund balance) and deficitz are covered by the same reserve.

Cash collections of billed revenue continued strong during the reporting period. Table 4 provides the
Court with a summary of cash collections compared to billed revenue for the period October 1, 2012,
through September 30, 2013.

Table 4. GSWA Revenue Billed/Collected

GSWA Revenue Billed / Collected

October 1, 2012 through S5eptember 30, 2013

Customer Class Billed Collected .
Commercial 5 9,946,954 5 10,211,256 102.7%
Residential 5 5,985,792 S 6,436,978 107.5%
Government 5 1,096,340 5 1,761,349 160.7%
Total 5 17,029,086 5 18,409,583 108.1%

MNote: Amount collected is on a8 cash basis. Transfer 5tations are included in the
residential category. Interestincome excluded.

There are two significant changes from previous reports in the revenue billed / collected reported in
Table 4 above. First, in previous reports we reported gross revenue billed. As the Court will recall, it has
previously approved a 10 percent increase in rates charged to commercial haulers (see Order dated 4-
19-2011) together with a 10 percent discount for haulers who pay on time, pay electronically and do not
invoke the provisions of Public Law 25-93. This discount has become an effective incentive for several
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large commercial haulers. Accordingly, in this and future reports to the Court, we will report revenues
net of the discount.

Second, the Court will note a significant increase in the amount of cash collections relative to the
amount billed from government customers. This increase is related to payments from the Guam
Waterworks Authority (GWA). As we indicated in our last report, GWA made a commitment to pay
$125,000 per month until its past balance is paid in full and to begin paying all current charges. In our
last report we indicated that GWA’s outstanding balance was $1,179,450.41. During the period April 1,
2013 through September 30, 2013, GWA incurred additional charges of $560,550.87 and made
payments of $1,583,866.89, resulting in an outstanding balance at September 30, 2013 of $156,134.39.
The outstanding balance is within the 60-day payment period allowed by Guam Law, therefore, GWA’s
account is in good standing as of this reporting date. We appreciate GWA’s effort to address this
important matter. Fund balance is the bottom-line result of all financial activity during the reporting
period. Table 5 shows our estimate of the amount the total fund balance grew during FY 2013.

Table 5. GSWA Fund Balance

Guam Solid Waste Authority

30-5ep-13
(Unaudited)
Elements of Fund Balance Amount
Fund Balance @ 9/30/12 5 11,213,022
Revenue FY 2013 5 17,449,840
Expenses FY 2013 5 16,743,631
Excess (Deficit) FY 2013 5 706,209
Estimated Fund Balance @ 9/30/13 5 11,919,231

Mote: Revenue is on accrual basis.

Figure 8 illustrates the improvement in GSWA's fund balance since September 30, 2009.
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Figure 8. Growth in Fund Balance FY2009 to FY2013
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It should be noted that the recently completed audit of GSWA has resulted in somewhat lower fund
balance amounts for FY 2010 and FY 2011 than was reported by the Government of Guam in the
previous government-wide audits. The reason for this change is accounting errors made by the
Department of Administration that were detected in this audit. Later in this report we will address the
audit results and findings.

Payments for operating the GSWA are made through the Government of Guam or through the Citibank
Primary Account, pursuant to the procedures approved by the Court. Tab 8 provides a detailed list of
the transactions affecting the Citibank Primary Account for the period.

Cash Position of GSWA

GSWA'’s cash position remained stable during the reporting period. We will continue to monitor the
cash position carefully and keep the Court informed. Figure 9 outlines GSWA's cash position at the end
of each fiscal year since the Receivership began and for March 31 and September 30 during the current
fiscal year.
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Figure 9. GSWA Change in Cash Position
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Status of Residential Customers

The number of residential customers rose slightly during the reporting period. At the end of March
2013, the number of active residential customers was 16,511. At the end of September, the number of

active residential customers was 16,582. Figure 10 illustrates the stability of the residential customer
base over the past two years.

Figure 10. GSWA Residential Customers
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March 2010 to September 2013
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As the Court will recall, due to some administrative problems, the delinquency rates among residential
customers increased at the end of the reporting period that ended March 31, 2013. Thanks to the hard
work of the Customer Service staff, the delinquency rate on September 30, 2013, declined to a new low
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of less than 1 percent. Figure 11 shows the trends in residential delinquency rates from September
2010 to September 30, 2013.

Figure 11. Residential Delinquency Rates

Residential Delinquency Rates
September 2010 to September 2013
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Online activity continued to grow during the reporting period. At the end of September, the number of
customers registering for online services had increased to more than 5,500 with 2,933 paying their bills
online and 2,369 utilizing paperless billing. Figure 12 outlines the growth in this area over the past year.

Figure 12. Growth in Online Activity
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Status of Large Commercial Accounts

The large commercial haulers primarily serving Guam’s business community make up the largest
segment of Guam’s Solid Waste System, accounting for about 58 percent of the system’s revenue in the
current fiscal year.

These accounts are:

Mr. Rubbishman

Lagu Sanitation
Pacific Waste Systems
Trashco

vk wNe

Island Waste Management

At the end of September 2013, with the exceptions of Lagu Sanitation and Pacific Waste Systems, three
of these accounts were in good standing.

Lagu Sanitation continues to operate under a settlement agreement approved by the Court. During the
reporting period, Lagu Sanitation made all of its required payments. As we noted in our last report, Lagu
Sanitation approached the Receiver, through the Office of the Attorney General, with requests for
significant modifications to the settlement agreement. After carefully reviewing their proposed
modifications, their offer was declined since it was not in the best interest of GSWA.

While Pacific Waste System was not in good standing at the end of the reporting period, we are pleased
to report that the account became current in October and remains in good standing.

Status of Government Accounts

We have already addressed the progress made with respect to the GWA account. Other government
accounts, however, continue to be a problem. These accounts are managed through the Department of
Administration. As we noted in our last report, on March 31, 2013, the cumulative balance on these
accounts was $90,458.26. On September 30, 2013, the cumulative balance was $107,576.69.

Status of the Citibank Construction Subaccount

Payments from the Citibank Construction Subaccount were $6,064,280.92 during the period April 1,
2013, through September 30, 2013. Deposits to the Construction Subaccount were $50,321.50, all from
interest earnings. The balance in the Citibank Construction Subaccount on September 30, 2013, was
$11,710,967.65. Tab 9 provides a detailed listing of all transactions affecting the account during the
reporting period.

Table 6 provides the Court with an accounting of the retainage being held for contractors paid from the
Construction Subaccount.
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Table 6. Retainage on Trustee Account Payments

Retainage on Trustee Account Payments
As of 9/30/2013
Company Description Amount
Brown and Caldwell Retainage 5 25,410.26
EA Science and Technology Retainage S 26,072.97
Maeda Pacific Corporation Retainage 5 42,054.25
TG Enineers Retainage 5 12,986.53
GHD {formerly Winzler & Kelly) Retainage 5 22, 764.07
Total Retainage Held.......ooeeevceceeceiveeveeeeee. 5 120,288.08

When the retainage obligations are considered, on September 30, 2013, the Construction Subaccount
had a balance of $11,581,679.57 available for future Consent Decree obligations.

Host Community Benefit Premium Fees

As noted in prior reports, Guam Law requires that a Host Community Benefit Premium Fee be assessed
by GSWA for the benefit of the Villages of Ordot and Inarajan. GSWA began assessing these fees on
October 1, 2012, pursuant to an Order of the Guam Public Utilities Commission (PUC). Table 7 outlines
the fees assessed and collected during FY 2013. As the Court knows, there is a lag between billing and
payment from customers. The table illustrates the fees billed and the percentage of the fees bill that
have been collected.

Initially, the fees were to be transmitted quarterly to the Department of Administration for distribution
to the Villages. However, we were advised by the affected Mayors and Senator Pangelinan of a change
in law that occurred this year, requiring that the funds be transmitted directly to the respective Villages.
We called this change to the attention of the PUC and they adopted a revised Order to conform to the
change in law.
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Table 7. Host Community Premium Surcharge Fees

Host Community Premium Surcharge Fees
As of September 30, 2013
Total Fees Collected
Account HCPSFee % Paid  Amount
MR RUBBISHMAN 5108,712.30 B82.05% 5 89,200.03
TRASHCO S 6,866.71 82.76% 5 5,683.06
LAGU SANITATION COMPAMNY § 27,630.33 70.31% 5 19,427.30
PACIFIC WASTE SYSTEMS, LLC % 42,933.38 90.75% % 38,963.95
ISLAND WASTE MANAGEMENT S 1,927.31 73.44% 5 1,511.72
MNAVFACMAR GUAM S 27,001.81 89.00% 5 24,032.02
ALL OTHER COMMERCIAL ACCOUNTS 5 999.35 61L.17% 5 611.30
GUAN WATERWORKS AUTHORITY S 20,608.28 B84.56% S 17,426.32
ALL OTHER GOVERNMENT ACCOUNTS  §  1,734.74 0.00% 5

RESIDENTIAL ACCOUNTS S 75,147.74 B0.35% 5 60,380.92
Total $313,561.96 82.04% $257,236.62

Tab 10 provides the Court with the most recent report from GSWA to the PUC describing the quarter
ending September 30, 2013, and updating the previous quarters’ actual fee collection.

Capital Funding

In our last Report, we informed the Court that estimates of the cost of the environmental closure of the
Ordot Dump and other Consent Decree-related projects had caused us to conclude that it is likely that
there will not be enough money from the 2009 Section 30 Bonds to cover all of the projects. To address
this we outlined a strategy that gives priority to the closure of the Ordot Dump while completing
planning for the other projects, but delaying construction until we have a better understanding of the
total funds available.

Table 8 provides the Court with our current estimates and expenditures for all Consent Decree projects.
This is similar to the information we provided under seal at the last hearing. However we are now
comfortable that we can protect the integrity of the bid process for the remaining projects by simply
combining the estimates for the remaining smaller projects. We have done this on the final entry of
Table 8. This approach was not possible earlier because the environmental closure of the Ordot Dump
was such a large part of the projects yet to be bid, and prospective bidders could have reasonably
inferred the estimate for the project from an aggregated estimate. With bids now in hand on the most
vital part of the remaining work, we believe the remaining procurements will be adequately protected
from disclosure through an aggregate estimate for all remaining projects. This estimate will better
enable the Court and the public to understand the financial issues for completing the work of the
Receivership.

Gershman, Brickner & Bratton, Inc. Page 26 of 35 November 20, 2013



Table 8. Allocation of Capital Available to the Receiver

Allocation of Capital Available to the Receiver
Consent Decree Projects
As of September 30, 2013
Capital Budget Item (}r.iginal Re-vised Surplus / Expenditures to
Estimate Estimate (Shortfall) Date
Layon Landfill $ 57,040,900 | 5 42,000,000 | $ 15,040,900.00 | $41,160,851.26
Landfill Access Road and Sewer System $ 23,981,400 | S 28,360,499 | 5 (4,379,099.00)| S 28,360,439.00
Construction Management - Layon and Harmon Transfer Station | 5 7,316,400 | $ 9,950,000 | $ (2,633,600.00)| & 9,651,767.07
Landfill Equipment $ 6,380,000 | S - |s 380000003 -
WWTP Expansion & Leachate Pre-Treatment - Layon $ 11,025,000 | & 4,926,935 | $  6,098,065.00 | S -
Transfer Station/HHWF $ 5,505,000 | § 2,410,000 |$ 3,095,000.00 | § 378,488.25
Transfer Station Equipment $ 2,440,000 | & - 5  2,440,000.00 | & -
Operating Equipment § 5,941,400 | & 4,500,000 |$  1,441,400.00 | $ 4,468,649.82
Environmental Investigation and Ordot Dump Closure Design $ 6,800,000 | & 7,650,119 |$  (850,119.00) | S 7,296,121.18
Ordot Dump Closure $ 30,590,300 | $ 49,052,804 | $(18,462,504.40) | & -
Ordot Dump Closure - Land Acquisition 3 - 3 1,700,000 |5 (1,700,000.00)| 5 1,198,230.00
Construction Management - Ordot 3§ 2,721,800 | & 7,343,111 |5 (4,621,310.95)| & -
Litigation Assistance 3 3 249,525 |5 (249,524.94) | 5 249,524.94
Emergency Repairs 3 3 295,569 |5 (295,569.13)| 5  295,569.13
USDA Expense 3 3 186,311 |5 (186,311.07)| 5 186,311.07
Additional Pending Projects (Dero Road Improvements,
Residential Transfer Station Upgrades, and Route 4 Safety 3 - 3 21,000,000 | 5 (21,000,000)| & -
Projects) and general contingency.
Total $150,742,200 | § 179,624,873 | § (19,882,673)| & 03,246,012

We are presently estimating a shortfall in funding for completing the remaining projects (i.e., Dero Road
Improvements, Residential Transfer Station Upgrades and Route 4 Safety Enhancements) of

approximately $19.9 million.

The bidding process has now shown conclusively that the earlier assessment that it is likely there will
It is
possible that there will be some savings in the final cost of the Ordot Dump closure if the entire

not be enough money from the 2009 Section 30 Bonds to cover all of the projects is correct.

contingency is not required; however, given the unknowns still surrounding this project, it is also
possible that the contingency will prove to be inadequate. All of the design elements in the closure
project are required to meet the applicable standards for proper closure of the Ordot Dump so there is
little room for any further value engineering. In fact, the regulatory agencies have indicated that they
will require some further wetland mitigation, which will add to the cost of the closure project. We will
work with the agencies to minimize to the extent possible any additional expenses.

In an effort to save money and produce an environmental benefit for Guam, we are actively exploring
the possibility of using shredded tires instead of the specified aggregate materials as a fill in certain
aspects of the project. While no final decision has been made on this, it has the potential for savings of
as much as $300,000 while also putting to productive use some of the many excess used tires
accumulating on Guam. Any other opportunities for savings that are consistent with the standards
required and acceptable to regulatory authorities will also be explored but significant additional savings
are not expected.
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The bidding process in the procurement for the closure of the Ordot Dump was very positive.
Participation from potential bidders was strong and four bids were received from qualified bidders.
Thanks to the Court’s support of sound procurement practices, the bids were not biased by release of
the official estimate and the top three bids were relatively close to each other in amount. Given all of
this, we believe the Court can be assured that the bidding produced a reasonable cost for the project
and one that will achieve the objectives of the Consent Decree.

Five years ago, we estimated that the total cost of complying with the Consent Decree would be about
$159.7 million. These funds were provided by the 2009 Section 30 Bond Issue. When closure of the
Ordot Dump is completed, all of the work originally envisioned will have cost a little less than the $159.7
million provided in the original estimate. While the Government of Guam has added some cost that is
not required by the Consent Decree, which will require some additional funding if the work is to be
completed (i.e., addressing Route 4 safety issues, improvements to Dero Road, and upgrades to
residential transfer stations), the Government can eliminate this added cost if it chooses to do so.

After the Ordot Dump is closed, the Government will also have to pay for the maintenance and ongoing
expenses of the Ordot Dump to make sure that the systems installed there to cover the Dump and
collect leachate and landfill gas continue to work properly over the next 30 years. These expenses,
known as post-closure cost, are similar to the expense the Government has to pay for utilities, building
maintenance and air conditioning when a school is built. This cost is spread out over 30 years, averaging
$476,405.66 per year.

FY 2014 Budget of GSWA

Table 9 summarizes the GSWA FY 2014 budget. Tab 11 includes the full FY 2014 budget for GSWA and is
submitted for the Court’s approval.

Table 9. GSWA Operating Budget FY2014

GuamSolid Waste Authority
Operating Budget
FY 2014
October 1, 2013, to September 30, 2014
FY 2012 FY 2013 FY 2014
[tem Actual Estimated Budget
Personnel Expenses 5 2,508,861 S 2,433,236 S 2,809,300
Other Expenditures | Reserves 514,415,889 513,424,829 515,857,684
Grand-total Expenditures / Reserves 5 16,924,750 S 15,858,065 S 18,666,984
Total Revenue (All Sources) & Fund Balance 516,924,750 517,455,115 518,666,934
Surplus [ (Deficit)* 50 51,597,050 50
*Curplug goes to rezerve for future vears (i.e., fund balance) and deficitz are covered by the same reserve. Budget
will need to be adjusted when the procurement for an HHW Operator is completed for the operational cost of the
program.
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The 2014 operating budget is basically a continuation of the FY2013 year budget with a few notable
exceptions. These include continued ground water monitoring at the Layon Landfill and Inarajan Waste
Water Treatment Plant (previously funded as a capital expense), processing cost for recyclables from the
new Curbside Recycling Program, GSWA Board expenses and the purchase of recycling carts. In
addition, the budget will need to be further adjusted to include the operational expense for the new
Household Hazardous Waste Program when that procurement process is completed. We have been
conservative in estimating revenue and will budget for the use of fund balance to balance the budget.

Results of the FY 2012 Audit of GSWA

An audit of the GSWA was completed by Deloitte and published on September 9, 2013. It is submitted
to the Court as Tab 12 of this report. The audit found no funds unaccounted for and took no exceptions
to the uses of funds. It did note several deficiencies in the accounting performed by the Department of
Administration (DOA). In fact, during the audit process, some of the accounting errors made by DOA
became so apparent that it became necessary for them to restate the financial statements for FY 2011
to correct the errors in accounting. These errors were purely accounting errors and had no effect on
capital or operating funds.

The audit also made several recommendations for improvements in documentation, some of with which
we agree and others with which we disagree. While we agreed and have implemented the
recommendations for improvements in the monthly revenue report provided to DOA and improvements
related to overtime documentation, we disagreed with the auditors on certain procurement
documentation. These areas of disagreement relate to three contracts as follows:

1. Contract SWMDO002-10 for repairs and maintenance services of heavy equipment and light
vehicles. This contract was procured through an invitation for bid and was awarded in
October 2010. The bid and/or the award did not provide a minimum or maximum amount
for the services. The original purchase order under the contract was for $100,000 but by FY
2012 had increased to $900,000. As the Court will recall, the heavy equipment and vehicles
of the Solid Waste Management Division were in deplorable condition when the Receiver
began its work. The audit recommended that future such contracts include an estimated
minimum and maximum amount for the services in the award/purchase order/contract.
The auditors also recommended that such contracts be evaluated periodically and that such
evaluation be documented. We agreed that estimated minimum and maximum amounts be
included in such procurements but believe that such estimates should not be binding
contractual provisions since these services are critical to the daily work of the GSWA and the
need for the services is not always predictable.

2. Contract DPW-SW-2004 003 — This is the contract with TG Engineers for the design of the
Layon Landfill. Auditors noted that it was initially awarded in 2004 with an original contract
amount of $1.3 million; however, several amendments and change orders were added to
the original contract, bringing the total contract amount to $8.2 million as of September 30,
2012. Auditors recommended that the contract should have been reviewed/evaluated
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periodically to determine if the services needed to be subjected to additional procurement
procedures and that such an evaluation should be documented. As the Court will recall, this
contract was procured by the Government of Guam before the Receivership was ordered.
We also informed the auditors that a design of this type cannot legally be transferred to
another contractor. Therefore, the only options available to the Receiver were to continue
to use the same contractor under the original contract or abandon the design and all of the
expense already incurred by the Government of Guam. In addition to the financial
considerations involved, changing design firms would have caused a delay in opening the
new landfill by 18 months to two years. As the Court knows, this delay was neither allowed
under the Consent Decree nor practical given the capacity limits of the Ordot Dump.

3. Contract SW-09-05 is a contract with EA Engineering, Science, and Technology, Inc. for water
quality monitoring in connection with the Layon Landfill, awarded in December 2009 with
an original contract amount of $857,750. Two amendments for additional tasks were added
to the original contract, bringing the contract total to $2,572,102. The auditors contended
that justification or analyses as to why no further procurement procedures were necessary
were not available. We disagree. The contract specifically allowed for additional tasks to be
added upon written agreement. The contract agreed to provide additional services at the
fees stated in the contract, unless otherwise agreed in writing. The additional services were
based on regulatory requirements as they evolved through the construction process and
were documented in task orders properly executed as required by the contract.

The audit was conducted in a very professional manner, and cooperation from all parties was good. We
believe the financial statements produced as a result of the audit are generally sound and demonstrate
the positive results that have been achieved under the Receivership.

Waste Disposed at the Layon Landfill

The amount of waste disposed at the Layon Landfill totaled 93,943 tons during FY 2013, a 2.1 percent
increase over FY 2012. Table 10 shows total waste disposed during the last two fiscal years by customer

type.
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Table 10. Change in Waste (Tons) Disposed at Layon Landfill

Change in Waste (Tons) Disposed at Layon Landfill
By Customer Group
Comparing FY 2012 with FY 2013
Customer FY 2012 FY 2013 % Change
Residential 20,291 19,577 -3.5%
Commercial 54,289 53,017 -2.3%
Military 8,285 7,923 -1.4%
Government 2,057 6,162 199.6%
Mayors 1412 1,565 10.8%
Transfer Stations 5.540 5,591 0.9%
Other 118 107 -9.2%
Total 91,992 93,943 2.1%

Residential and commercial accounts experienced an actual decline in waste disposal during the 2013
fiscal year. Government accounts, driven by GWA, nearly tripled and the Mayors’ accounts grew 10.8
percent.

Reserves of the GSWA

Reserves are set aside to allow GSWA to accumulate funds to meet future needs of the system. Table 11
outlines the status of these reserves on September 30, 2013.

Table 11. Reserves of the GSWA

Reserves of the Guam Solid Waste Authority
As of 9/30/2013

Reserves Total
Equipment Replacement Reserve 5 1,257,376
Mew Cell Development Reserve 5 92,380
Cell Closure Reserve 5 92,380
Post-Closure Care Reserve Layon Landfill 5 134,760
$
$

Post-Closure Care Reserve Ordot Dump
Total RESEIVES.... e s s e e e s

1,626,896

MNote: Given the need for the bond funds for closure of the Ordot Dump, we are no

longer showing an allocation of bonds to these reserves.

As the Court will note from past reports, we are no longer showing any allocation of the bond funds we
have previously allocated to the reserves for cell closure and new cell development since it is now clear
that the bond funds will be required for the closure of the Ordot Dump and/or the other Consent
Decree-related projects, as described in our report dated May 21, 2013. Given this situation, it will be
critical for the Government of Guam to develop a plan to provide the necessary capital for closure of
Cells 1 and 2 and design and construction of at least one new cell at the Layon Landfill.
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Current projections indicate that Cells 1 and 2 of the Layon Landfill will be full early in 2020. This
projection assumes that waste will continue to grow by 2.1 percent annually, the rate of growth actually
experienced to date in the current fiscal year. An increase or decrease in the rate of growth by 1 to 2
percent will change the date by two to three months in either direction. Enhanced recycling could also
change the date by a few months as could the compaction rates achieved by the landfill operator. It is,
however, clear that new cell(s) will be needed by 2020 and Cells 1 and 2 will need to be properly closed.
Figure 13 illustrates the likely timeline for exhausting the capacity of Cells 1 and 2.

Figure 13. Projected Capacity of Cells 1 and 2

Projected Capacity of Cells 1 and 2
Layon Landfill
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Closure cost is estimated to be $199,000 per acre in 2012 dollars. When adjusted for inflation at 3
percent annually, the cost would rise to $244,745 per acre in 2019, resulting in an estimated cost for
closure of Cells 1 and 2 of $5.5 million. Cell construction cost is estimated at $900,000 per acre in 2012
dollars. When adjusted for inflation at 3 percent annually, the cost would rise to $1,106,886 per acre in
2019, resulting in an estimated cost of $10.8 million for Cell 3 and $11.1 million for Cell 4, should it be
decided to build the two cells simultaneously. Accordingly, the Government of Guam will need to
ensure that GSWA has capital funding available of approximately $16.3 million, should it be decided to
build only one additional cell at that time, or $27.4 million should it be determined to build two
additional cells.

Bridge and Roadway Repairs and Replacements

The Receiver continues to monitor bridge and roadway repair and replacement projects through DPW'’s
weekly reports ordered by the Court. Table 12 compares the scheduled completion date for each
project as reported by DPW at the beginning of the reporting period with the July 1, 2013, status report
submitted by DPW to the Court.
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Table 12. Status of Consent Decree Bridge and Roadway Projects

Status of Consent Decree Bridge and Roadway Projects
Completion Date in Completion Date in
Project 4/1/13 Status Report 9/30/13 Status Report
Ylig Bridge Replacement July-13 October-13
Togcha Bridge Rehabilitation Project Complete Project Complete
Talofofo Bridge Rehabiltation Project Complete Project Complete
Route 4 Pago Bay to Route 17 April-13 Project Complete
Route 4 Togcha River to Ipan Beach 4/10/2013* 8/8/2013*
As-Alonso Area of Route 4 TBD TBD
Route 4 Safety Issues TBD TBD
*Bid date.

As the Court will recall, the As-Alonso project and the Route 4 safety issues are projects for which DPW
has requested funding through the Receiver. As we recommended in our last report, we plan to
continue to fund the design work on these projects but defer any construction funding until we are sure
that full funding of the Ordot Dump Closure project is secure. The same approach is being taken with
respect to the Dero Road improvements and other projects added by the Government of Guam.

The Department of Public Works and its consultant, Kleinfelder Guam, LLC, have completed the slope
stability assessment. Their general conclusion was that “the fill material below the road surface does
not meet the criteria for engineered fill, and were likely placed without engineering observation and
testing (controls).” They recommended three options as follows:

Option 1 — Conduct a grading repair of the slope. Grading repairs could involve removal of the
existing fill material and replacement as engineered fill, or construction of a buttress fill outside
the existing roadway but keyed into the subgrade and benched into the existing fill slopes to add
a stabilizing force outside the existing fill. In either case, new fills would be keyed and benched
into the native subgrade soil, and subdrains installed to reduce buildup of water pressure inside
the slope. In addition, new fills would be constructed with slopes on the order of between 2:1 to
3:1 (Horizontal: Vertical) to form a wider and more stable fill. Removal of and replacement of
uncontrolled fills would be the most time consuming and disruptive to traffic. The location of
the river and the current topography may make construction of a buttress fill impractical.

Option 2 — Construction of an earth retention system. There are several options that could be
considered, including a soil nail wall, mechanically stabilized earth or (drilled) pier and lagging
retention system, likely using at least one level of rock anchor tiebacks. Concrete gravity walls
are not considered desirable as they would likely be time consuming to construct and highly
disruptive to traffic. We have briefly reviewed the existing proposed sheet pile wall with dead
man tie-back, and have reservations given that sheet pile drivability is considered problematic
given the changing depth to bedrock along the alignment, and also due to the relatively close
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proximity of the tie-back wall to the proposed dead man wall which, in our opinion, does not
leave sufficient space to develop passive support without overlapping with the active zone from
the wall. In that case, the wall support system (deadmen) would be inside the supported soil
prism, and could move in conjunction with the wall should a major seismic event occur.

Option 3 — Conduct only minor repairs of the overlying pavement and subgrade soil and improve
surface drainage to minimize moisture infiltration into the slope. This option would not repair
the slope, but would provide a usable roadway and would reduce the damage from water
infiltration. Damage from a design level earthquake could still impact the slope, but repairs at
that time are unlikely to require any more time, or cause any more traffic delays, than a major
repair would cause now. Given the relatively long return period of a large earthquake this may
represent the most cost-effective mitigation.

In our comments to DPW, we indicated that we believe the report is well done and identifies
appropriate options for consideration. DPW has recommended Option 3 and has asked that the
Receiver also support that approach. Our concern is that anything less than a full repair leaves the
primary access to the Layon Landfill at risk. We have indicated to DPW that we can support Option 3 if
DPW can identify an alternative route to access the Layon Landfill should it become inaccessible via its
current Route 4 access due to the situation at As-Alonso. DPW has responded with a suggested
alternative via Route 2, but we have requested additional information to ensure that the suggested
route is viable.

We have also reached agreement with DPW on the design approach and fee for the design of the Route
4 safety enhancements. The agreed fee is $149,400.

6. Next Steps

Ordot Dump Closure

e Advance review of the Closure Plan with EPA and GEPA
e Support review of the 404 Permit application by the U.S. Army Corps of Engineers
e Monitor to assure compliance with all permits

Design and Construction Management

e Continue to address Layon Landfill warranty work as needed

e Continue construction progress of the Harmon Residential Transfer Station and Household
Hazardous Waste Facility (SEP project)

e Continue designs for Agat, Dededo and Malojloj transfer stations

e Continue to follow up with DPW on the execution of projects to address Route 4 safety issues

e Continue to track DPW progress on bridge/road work and the As-Alonso area stability study
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Environmental Compliance and Monitoring

e Continue to conduct GEPA/EPA bi-weekly meetings to guide and manage environmental permitting
and compliance

e Report the second-year of operations semi-annual results of the Detection Monitoring Program

e Continue to support environmental compliance of the Layon Landfill operations

e Continue to manage, monitor, and report the results of the Inarajan WWTP monitoring program

e Continue progress of investigations at the Agat and Dededo transfer stations

Operations

e Implement new collection routes
e Deliver recycling carts to GSWA customers
e Implement curbside recycling collection program

Financial

e Continue to work with contactors to ensure an orderly closeout of the construction contracts

e Finalize a contract to construct the final closure of the Ordot Dump

e Support contract negotiations and execution of construction contract and construction management
contract

e Carefully manage the Citibank Trustee Accounts and the bank accounts of the GSWA; keep all
parties informed

e Continuously monitor the system’s cash flow to ensure that sufficient cash is on hand at all times

e Continue to carefully monitor expenditures and revenue collections

e  Monitor the volume of waste and update rate information accordingly

e Continue to enforce the policies to ensure that delinquent residential and commercial accounts are
paid in full or service is terminated

e Monitor other government accounts and continue to work with GovGuam to address deficiencies

e Assist the members of the GSWA board in preparing for their role after the Receivership ends
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