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Quarterly Report of the Receiver
October 9, 2014

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
quarter April 1, 2014, to June 30, 2014, 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 three months covered in this Report, the work to achieve compliance with the Consent Decree
has continued. The Receiver has made construction progress and continued construction management
oversight for the Ordot Dump Closure and Dero Road sewer improvement throughout the reporting
period to ensure that the Ordot Dump is no longer 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 and recycling programs and services for
GSWA'’s customers, ensuring they are served in a timely and cost-effective manner.

More specifically, during the reporting period, we made major progress in the environmental closure of
the Ordot Dump, covering one half of the dump surface area, relocating waste, stabilizing and covering
slopes, and installing leachate and stormwater management systems. By the end of the quarter,
construction of the leachate storage tanks was completed, acres of waste were covered permanently with
the cover system, gas control systems were installed, and the western channel relocation was completed.
In addition, we continued environmental monitoring activities, including Layon groundwater and gas
monitoring, leachate and marine water monitoring, and gas monitoring at the Ordot Dump. Construction
of the new Harmon Residential Transfer Station and Household Hazardous Waste Facility, co-located in
Harmon at the GSWA compound, is now substantially complete, and we submitted permit renewal
applications for the five-year operating and air permits for the Layon Landfill.

Also during the reporting period, GSWA staff performed 218,092 residential trash collections, of which
99.6 percent were on time. The GWSA also oversaw operations at the three residential transfer stations
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and staffed both scale houses at the Hauler-only (commercial) Transfer Station and the Layon Landfill.
GSWA customer service staff responded to customer requests and account issues, and sent courtesy
notices to customers behind in their payments. In the Island-wide Curbside Recycling Program, we
collected 445.18 tons of material for recycling during the reporting period. Contamination of the
recyclable material has continued to decline significantly, from 40 percent in October 2013, when the
program began, to 11 percent during the reporting period. The Bulky Item Collection Program, launched
in September 2011, continues to be well received; during the reporting period, GSWA staff collected 997
items in response to 327 appointments. The GSWA Board of Directors held three meetings during the
reporting period.

During the reporting period, procurement activities primarily related to the procurement for legal services
for the Receiver and GSWA while in Receivership, pursuant to the Order of the District Court. In addition,
we issued a Request for Proposal to provide legal services to the GSWA Board as it prepares for the
eventual assumption of responsibility when the Receivership ends. Work on the procurement for an
operator of the Household Hazardous Waste facility also continued with the selection in May of Unlimited
Services Group and South Pacific Environmental, followed by ongoing contract negotiation and work to
obtain facility permits. In the financial area, GSWA operating results for the three-month reporting period
were strong, with revenue 4.9 percent above budget and expenses 9.1 percent under budget. GSWA'’s
cash position increased during the reporting period, and a full audit of GSWA determined that the fund
balance from GSWA operations was $13.9 million, an increase of $2.7 million over the fund balance a year
earlier. Thanks to the hard work of GSWA staff, the delinquency rate among residential customers
declined from the last reporting period, from 2.9 percent to 1.5 percent, and the number of customers
taking advantage of the GSWA'’s online billing and payment options continues to grow. Throughout the
reporting period, we have monitored the Department of Public Works’ (DPW) bridge and roadway repairs
and replacements and collected data on the tonnage of waste disposed, which continued the negative
trend reported in the previous Report; however, the 1.7 percent decline during this reporting period was
less than the 3.3 percent drop during the earlier reporting period.

In this Report, we present the following updates for April 1, 2014, to June 30, 2014:

Ordot Dump Closure

Layon Landfill and Consent Decree Projects
Operations of the Guam Solid Waste Authority
Contract Management and Procurement
Financial Issues and Capital Funding

Next Steps

oun e wWwNRe
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1. Ordot Dump Closure (April 2014 — June 2014)

Phase | construction activities that continued throughout the reporting period included the following:

e Continued material submittal review, procurement and logistics

e Commenced with Dero Road sewer line construction using two construction crews
e Continued weekly construction progress meetings

Continued relocation and consolidation of waste

Completed western channel relocation

Commenced installation of all geomembrane layers of the cover system
Commenced placement of geocell and coralline limestone ballast cover

e Commenced the installation of the perimeter leachate collection system

e Continued construction of stormwater management

e Completed temporary leachate storage pond and permanent leachate storage tanks

Work during the reporting period also included monitoring and proper disposal of unexploded ordnance
(UXO) found on the construction site, environmental monitoring, and safety monitoring of the site and
village roadways. The following sections describe the construction progress and coordination
accomplished during the reporting period.

Closure Construction — Ordot Dump and Dero Road Sewer Improvements

Closure Construction — The ongoing construction tasks, which were initiated in the last reporting period
and are required to be completed in the Phase | work, involve the placement of the cover materials over
approximately one-half of the waste pile as well as beginning to collect leachate and control landfill gas.
These tasks of Phase |, shown in Figure 1, are significant and challenging.
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Figure 1. Phase 1 - Ordot Dump Site

Temporary leachate

storage pond

Planned waste area to
be covered

A review of tasks in Phase | includes:

Waste relocation and consolidation

Stormwater management pond construction
Stormwater management pipe conveyance systems
Temporary leachate storage pond construction
Scattered waste consolidation

Perimeter leachate collection system

Western channel relocation

Leachate storage tank construction

Dero Road sewer construction

Placement of cover foundation layer — coral (east half)
Construction of gas collection wells (east half)

For the quarter ending June 30, the following Phase | tasks are now complete:

e Temporary leachate storage pond construction
e Scattered waste consolidation
e Western channel relocation
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e Leachate storage tank construction
e Construction of gas collection wells

As we described in our last report, leachate will be collected in the temporary leachate storage pond once
the perimeter leachate collection trench is completed. This temporary pond is constructed in the future
Pond 2 stormwater pond, with a geomembrane liner for groundwater protection and a floating cover to
exclude stormwater from mixing with the leachate collected in the pond. The temporary storage pond
will be used until no longer needed when the sewer system is completed and operational.

Work on both the Dero Road sewer system and the Phase | cover was accelerated in this quarter to take
advantage of the remaining dry season through June. The contractor, Black Construction Corporation
(BCC), brought in a second construction crew to work on the Dero Road sewer system and made several
construction sequence changes on the cover system installation to aid construction during the upcoming
rainy season.

Additionally, BCC initiated construction of Phase Il earthworks and some waste relocation and
consolidation to ‘catch up’ to the schedule in this quarter. During the next two quarters, BCC also plans
to continue the installation of the geosynthetics cover system to make up time in Phase | and |l tasks.

The unpredictable weather, always a challenge for construction on Guam, has not cooperated. Through
July, two tropical storms passed through Guam, creating more inclement weather days than were
included in the construction contract. BCC’s obligation to take reasonable precautions to protect its active
work areas from adverse weather conditions and worker safety considerations will be carefully considered
as we determine the additional days that must be allowed under the contract.

Finally, an important aspect of the Phase | work, described in the last Quarterly Report, is to prepare for
the Phase Il work on the west half of the dump site. This work to recreate a natural drainage within an
existing wetland as well as re-vegetate to restore the wetland areas in and around the channel is
extremely detailed and exacting. The ACOE 404 Permit allows for the permanent relocation of 450 feet
of an intermittent drainage channel. BCC completed channel relocation construction in this reporting
period, and stormwater has now been allowed to flow along this new alignment to settle in the rock
features and allow for an evaluation to occur during the rainy season. Adjustments to the channel will be
made next year during the dry season.

We reported in the last quarter that the contractor was approximately 50 days behind schedule. This was
addressed by Change Order Number 3. While efforts have been underway to accelerate many
construction activities, inclement weather hampered these efforts. The contractor is approximately 80

1 This change was approved in July, adding 50 days to Phase | of the work and reducing the time for Phase Il of the
work by 50 days. It should be noted that this change did not include any adjustment to the schedule for inclement
weather, which will be evaluated separately.
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days behind schedule in Phase | (as of September 1). We continue to work with the contractor to address
these challenges to the construction schedule in a responsible manner. We will keep the Court informed.

UXO Safety — Crews continue to identify and properly remove and dispose of unexploded ordnance (UXO)
when performing grading work. Through June, UXO continues to be found along the perimeter of the site
on the surface or near subsurface of the existing grade. The UXO found to date is primarily unfired U.S.
Navy projectiles. When construction is completed, we will compile a summary UXO report.

Land Acquisition — Land acquisition in connection with the closure of the Ordot Dump continues to be
slow due to the Receiver’s lack of access to the Office of the Attorney General. The recusal of both the
Deputy Attorney General and the Attorney General in this matter resulted in an extended period of time
to obtain final approval of the Receiver’s contract with private legal counsel. As of the date of this Report,
the contract with the Receiver’s private counsel has now been approved by the Office of the Attorney
General and our counsel is continuing to work with that office to complete the process of substituting for
the Attorney General in the Superior Court of Guam action. As soon as this process is completed, we will
ask our counsel to move as quickly as possible to complete these land acquisitions. We will keep the Court
informed.

Dero Road Renovation Design — This work is presently on hold pending funding by the Government of
Guam. This matter will be further addressed later in this report when we address capital funding issues.

2. Layon Landfill and Consent Decree Projects (April 2014 — June 2014)

Access Road (Chalan Layon)

A remaining task with regard to historic preservation is the interment of the archaeological finds in the
crypt along the roadway. This will be done with the guidance and approval of Guam’s Historic
Preservation Office. We are coordinating with this agency to close out this remaining aspect of the work.

Construction Management

During the reporting period, the construction management (CM) consultant, GHD, provided ongoing CM
for the Harmon Residential Transfer Station and Household Hazardous Waste Facility. This work will wrap
up early in the next quarter. The CM activities consisted of the following:

e Construction inspection and reporting on the Harmon Residential Transfer Station and Household
Hazardous Waste Facility
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:
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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, with recommended improvements to the system to
enhance its performance and reliability. These improvements include new pumps at Pump
Station 31, sized for more efficient pumping operation, larger valves to be installed at existing and
a few new locations, and surge tanks at two pump stations. An additional improvement is
operational coordination between Guam Waterworks Authority (GWA) and the landfill operator
to manage flows as well as regular operation and maintenance of control valves.

2. As necessary, GHD provided coordination and documentation of the implementation of
recommendations from the system performance report.

This work is anticipated to continue until completed in subsequent quarters.

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.

At the present time, the 90 percent designs have been prepared. The project is 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 and Guam Law.

Environmental Monitoring and Compliance

During the reporting period, the Receiver continued to advance environmental compliance coordination
with the U.S. EPA and GEPA by holding bi-weekly meetings and regularly reporting data and results. These
meetings provide 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 continued 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
Operations Facility and Title V Air permits contain certain conditions. During operations, the landfill
operator, under the oversight of the Receiver, 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 and operator have worked diligently with GEPA
and EPA to comply and remain up-to-date with all required permit conditions.
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In addition to the ongoing permit compliance responsibilities, both permits will expire in November 2014.
These five-year permits were initially issued in tandem in November 2009 for the landfill. They both
require renewal applications to be submitted 180 calendar days prior to the expiration date.

The Receiver developed these renewal application packages and submitted them on May 19, 2014, prior
to the required due date. The Receiver is now working closely with GEPA to provide any additional or
clarifying information to each renewal package.

Layon Groundwater and Site Monitoring — The second semi-annual sampling event for Operations Year
No. 3 (beginning in September 2013) was performed in mid-May 2014 on schedule. The Receiver
delivered the semi-annual report (No. 6) in August.

Inarajan Wastewater Treatment Plant (WWTP) — During the reporting period, leachate and marine water
sampling continued on a revised frequency in accordance with the work plan. Leachate characteristics
are now monitored bi-monthly, and the performance of the Inarajan WWTP is evaluated based on GWA
sampling of influent and effluent when available. Marine water monitoring at six sample locations is also
being performed on a quarterly basis for all parameters. We will continue sampling for leachate and
marine water quality in the future quarters at the current frequency.

Residential Transfer Station Facility Permit Compliance — 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. This work is presently on hold for Dededo, Agat and Malojloj pending the
availability of funds.

In this reporting period, we have made continued progress toward achieving compliance, as outlined in
the following sections. Construction of the Harmon Residential Transfer Station and Household
Hazardous Waste Facility is substantially complete as described below.

Dededo Residential Transfer Station — As reported previously, the plan to upgrade the Dededo Residential
Transfer Station is on hold based on both the funding issue, which will be discussed later in this report,
and the contamination of the adjacent area, which had been the area planned to accommodate the
expansion required to construct the improvements needed to meet permitting requirements for this
facility.

In response to the Receiver’s March 19, 2014, Special Report on the environmental investigation of the
transfer station, the Government of Guam suggested “partition” of the property to provide a potentially
safe alternative to expanding the facility in the direction of the contamination. We were skeptical that
such an approach would work and suggested that the Court ask for input from the U.S. EPA. The Court
directed EPA to provide input and on August 1, 2014, EPA filed a response concluding that:

(1) It is not possible to fit the Receiver’s planned upgrades, as currently designed, in the proposed
northern expansion area if the areas of contamination remain;

(2) Avoiding the areas of contamination would require a complete redesign; and
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(3) The redesign would necessitate an additional site investigation, a risk assessment, the
development of response plan, and Guam EPA’s approval of the response plan before design work
could commence, which would not only increase costs, but also substantially delay the schedule
for implementing the Dededo transfer station upgrades.

The United States also requested “that the Court permit the Receiver to explore the feasibility of
expanding the Dededo Transfer Station’s footprint to the west, and to conduct an environmental
assessment of that adjacent property to determine whether it is suitable for the planned expansion.”

The Receiver concurs with the United States. However, the Government of Guam has now informed the
Court of its decision to permanently close the facility. Assuming this is a final decision, a closure plan will
have to be developed, funded and implemented to comply with all applicable laws and rules.

Agat Residential Transfer Station — The Phase Il Environmental Investigation report is complete, and we
submitted it to both EPA and GEPA for review in August 2014.

Malojloj Residential Transfer Station — Design work is finalized and, pending resolution of the funding
issue, we are ready to proceed to construction.

Household Hazardous Waste Facility and the Harmon Residential Transfer Station — The Household
Hazardous Waste Facility, which is 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 Consent Decree. The Consent Decree requires the Government
of Guam to create capacity to collect and properly dispose of household hazardous waste on the island.

The Household Hazardous Waste Facility, with the Harmon Residential Transfer Station, received
occupancy permits from DPW in June, and on June 27, 2014, the contractor requested a final walk through
to review work. The final walk through to confirm that all work necessary for the contactor to be
considered substantially complete was completed. The contractor is presently completing final punch list
items related to some additional construction tasks needed for completion. GSWA has begun to test use
the new truck wash facility, which now captures all wash water used to clean GSWA trucks. The wash
water is first treated onsite with an oil/water separator before the wash water is sent for treatment to
the Hagatna WWTP. Under the contract, Maeda Pacific Corporation (MPC) finished behind schedule. The
contract date for completion was December 8, 2013.

Substantial completion was achieved 201 days after the date required by the contract. The contract
requires that Maeda Pacific Corporation pay liquidated damages of $3,300 for each consecutive day the
facility is late. After careful consultation with legal counsel, on September 24, 2014, the Receiver filed a
claim for liquidated damages in the amount of $663,300 against Maeda Pacific Corporation. We have
credited $506,783.39 in payments owed to Maeda Pacific Corporation against this claim; leaving a balance
owed of $156,516.61. Should Maeda decide to contest this claim, the dispute will be resolved pursuant
to the mandatory dispute resolution clause included in the contract.
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The solid waste operations permit for this facility is under review by GEPA and EPA, and a public comment
period has now begun. We will continue to work with these regulatory agencies to complete the permit
and open the facility to the public as soon as possible.

3. Operations of the Guam Solid Waste Authority (April 2014 — June 2014)

Weekly Residential Trash Collection

At the end of June 2014, GSWA's residential customer base was 16,955. Over the current reporting
period, GSWA crews performed 218,092 collections, of which 99.60 percent were on time. Figure 2
illustrates the on-time collections during the reporting period.

Figure 2. On-Time Collections, April 1, 2014 - June 30, 2014

99.60%

0.40%

On-Time Missed

GSWA crews collected 4,578.69 tons of trash from their residential customers over the reporting period.
Each GSWA customer households generated an average of 42 pounds of trash each week, or six (6) pounds
per day, which is the same as the weight generated in the previous six months.

Cart Repairs

During the reporting period, GSWA had one damaged Toter trash cart in April, six in May, and none in
June that required repair or replacement. The carts are holding up well to the work demands and Guam
weather.
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Bulky Item Collections

From April 1, 2014, through June 30, 2014, GSWA collected 997 metallic and bulky items in 327
appointments made by GSWA customers. GSWA customers are allowed up to two free bulky item
collections a year. The fee for each subsequent collection 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.

Up to five items can be placed on the curb per customer. 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 3
shows the number of bulky item collections for both this reporting period and for the same months last
year. The number of appointments increased by approximately 11 percent.

Figure 3. Bulky Item Collections

327
294

April - June '13 April -June '14

Residential Transfer Stations

GSWA'’s three residential transfer stations are for disposal of residential trash and recycling; commercial
organizations are not allowed to take their trash to these facilities. Residents and some Mayors bring
cardboard, glass bottles and jars, mixed paper and plastics # 1 (PET) and #2 (HDPE) for recycling, and trash
for disposal. Glass bottles and jars are crushed and reused as alternative daily cover at the Layon Landfill.
During the reporting period, GSWA customers deposited 10.74 tons of glass bottles to be used as a
substitute for coral on the active face of the Layon Landfill. Cardboard recycling totaled 30.3 tons at the
three facilities. Plastic, a very light product, amounted to 540 pounds (0.27 ton) collected and recycled.
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Between April 1, 2014, and June 30, 2014, GSWA'’s three residential transfer stations served 7,089
customers, 1,338 fewer than were served by those same facilities during the same months in 2013 —a 16
percent decline. Figure 4 compares the total number of customers for each of these months (April, May
and June) for years 2013 and 2014.

Figure 4. Comparison of Total Transfer Station Customers for April, May and June, 2013 and 2014
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When we compare use of the three facilities during the current reporting period with the same period last
year, we see that the number of customers using the facilities in Malojloj and Agat has generally increased,
while the number using the Dededo Residential Transfer Station has declined. We are not sure why the
number of customers previously using the Dededo Residential Transfer Station has declined. However,
we explored whether the number of GSWA'’s weekly trash collection customers has increased in areas
most likely to use the Dededo facility. We reviewed data from April, May and June of 2013, and the
number of customers on our weekly collection route in the Dededo area has indeed increased by 950,
which would account for 54 percent of the Dededo facility’s decline in customers. We believe that the
initiation of GSWA'’s curbside recycling service may also have enticed former customers of the Dededo
facility to sign up for weekly curbside trash collection service.

Figures 5, 6, and 7 show the number of customers using each of these facilities in both 2013 and 2014
for the months of April, May and June.
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Figure 5. Customers Using the Malojloj Residential Transfer Station
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Figure 6. Customers Using the Dededo Transfer Station

2500 -

2000 -

1500 - m 2013

H 2014
1000 -

500 -

April May June

Gershman, Brickner & Bratton, Inc. Page 14 of 45 October 9, 2014



Figure 7. Customers Using the Agat Transfer Station
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The residential transfer stations are a low-cost resource for the Guam community to use for the proper
disposal of trash. These facilities also provide free recycling services to any resident who wishes to use
them. To ensure that these facilities can remain low-cost and available, it is important that we periodically
examine their use and make reasonable adjustments to control cost where possible without damaging
the service provided. We have recently concluded such an examination and, as a result, plan to make
some changes in certain holiday hours for the facilities, effective November 1, 2014

Residential transfer stations are open five days a week, including Saturday and Sunday and all holidays
except Christmas Day and New Year’s Day, unless these holidays fall on a day the transfer stations are
normally closed. While these facilities provide a needed service, they are generally not busy places, with
Agat and Malojloj averaging three customers an hour and Dededo averaging eight customers an hour
during the reporting period. Our holiday records show that the transfer stations are significantly
underutilized, generally averaging about half as many customers as on normal operating days. It is also
expensive to operate on holidays because GovGuam employees receive not only their regular pay but also
1.5 times their regular pay to work on these days. In other words, the labor cost of operating these
facilities on holidays is 2.5 times the normal operating cost to serve about half as many customers as are
served on a regular work day. This makes the cost of remaining open on such days for so few customers
simply too high to continue. In addition, on regular operating days, the residential transfer stations can
easily handle the customers who would have been served on these holidays, without any increase in
operating cost.

Table 1 shows the current holiday status of these facilities and the new schedule for these Government
of Guam holidays.
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Table 1. Current vs New Holiday Schedule for Residential Transfer Stations

Date Holiday Current New
11/2/14 All Souls Day OPEN CLOSED
11/11/14 Veterans Day OPEN CLOSED
11/27/14 Thanksgiving OPEN CLOSED
12/8/14 Santa Marian Kamalen OPEN CLOSED
12/25/14 Christmas Day CLOSED CLOSED

1/1/15 New Years CLOSED CLOSED
1/19/15 Martin Luther King, Jr. OPEN CLOSED
3/3/15 Chamorro Heritage Day OPEN CLOSED
5/25/15 Memorial Day OPEN CLOSED
7/4/15 Independence Day OPEN CLOSED
7/21/15 Liberation Day OPEN CLOSED
9/7/15 Labor Day OPEN CLOSED

GSWA will continue to collect curbside residential trash on all holidays other than Christmas and New
Years since this work cannot be absorbed on regular work days and therefore, the cost would not
change and the disruption would be significant. For the same reason, the Hauler-only Transfer Station
and the Layon Landfill schedule will not be affected by this change.

Hauler-only Transfer Station

The Hauler-only Transfer Station is for commercial haulers and other large generators with a GSWA
account. Most of the customers using this facility haul significant amounts of trash in large collection
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 that
transport the trash to the Layon Landfill. Once the material is dumped onto a tip floor, 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
truck traffic to the Layon Landfill.

From April 1, 2014, through June 30, 2014, the Hauler-only Transfer Station received 4,860 deliveries of
waste. Average monthly scale crossings during this reporting period were 1,620. Table 2 shows that the
Hauler-only Transfer Station had more customer crossings on the scales than in the same period last year
with fewer tons of municipal solid waste compared to the same period last year.
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Table 2. Tonnage and Scale Crossings at Hauler-only Transfer Station, April —June 2014

2013 2014 Change
Scale Crossings 4,502 4,860 8%
Tons 21,270.55 19,747.19 -7%

Layon Landfill

The Layon Landfill opened on September 1, 2011, under the operational management of what is now
Green Group Holdings, LLC (formerly Herzog Environmental). 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. 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.

The scale house is operated by GSWA personnel, and GSWA manages all accounts. From April 1, 2014,
through June 30, 2014, the Layon Landfill received 23,407.05 tons of municipal solid waste, which is
approximately 1 percent more than during the same months the previous year. The number of vehicles
crossing the scales during the current reporting period was 1,614, a 13 percent increase from the 1,426
crossing the same months in 2013, as shown in Table 3.

Table 3. Tonnage and Scale Crossings at Layon Landfill

April - June 2013 | April -June 2014 | Change

Scale Crossings 1,426 1,614 13%
Tons 23,279.41 23,407.05 1%
Administration

GSWA customer service staff assisted 1,952 walk-in customers from April 1, 2014, through June 30, 2014.
The Customer Service Representatives (CSRs) meet with walk-in customers to discuss their account
history, sign them up for collection service, map their service location, and discuss which items can be
recycled with GSWA. CSRs also provide information about where other items, such as electronics and
scrap metal, can be recycled, and where additional material, such as green waste and construction and
demolition debris, can be disposed.

During the reporting period, the CSRs sent letters and called 4,328 customers who were late paying their
bills and in jeopardy of having their carts repossessed for lack of payment. During this reporting period,
17,396 calls were received by GSWA representatives and the vast majority of these were from current
and prospective customers asking for information about GSWA services and about the customers’
accounts.
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When a customer becomes 60 days behind in payment, GSWA Customer Service staff contact the
customer by mail and telephone to provide a reminder to the customer, encouraging them to make
payment to ensure that their account is restored to good standing. If the customer fails to pay and
becomes 90 days or more behind in payment, a work order is placed to repossess the cart and terminate
service. GSWA operations staff collects these carts. Seven hundred sixty-four (764) carts were
repossessed during this reporting period, and 207 of these carts, or 27 percent, were returned to
customers after they had paid their balance due and a $50 reinstatement fee.

Personnel

On June 30, 2014, GSWA had 30 full-time Government of Guam employees and 24 workers employed by
the Receiver through our contract with Pacific Human Resources, Inc. (PHRS). In addition, there were two
employees under contract directly with the Receiver for a total of 57 full-time equivalent employees.

GSWA Board of Directors

During the reporting period, three official meetings of the GSWA Board of Directors were held. Below are
highlights from these meetings.

April 10, 2014: The Receiver provided an overview of collection and disposal options for green waste.
The Receiver invited John Limtiaco, who owns and operates a composting facility on Guam, and Professor
Mohammad Golabi, an expert in the composting field, to the Board’s meeting to discuss current activities
related to green waste and the Rhinoceros Beetle blight. The Receiver also provided an overview of
GSWA's fleet maintenance contracts with private companies.

May 15, 2014: An ad hoc committee of the Board tasked with reviewing the process of transitioning
temporary GSWA employees into full-time government workers reported on the committee’s meeting
with the Receiver and GSWA personnel. The discussion focused on the three classifications of employees:
full-time government employees, temporary employees from a private human resources company, and
employees contracted directly by the Receiver.

June 17, 2014: The Receiver discussed with Board members the status of the Request for Proposals for
the Board’s legal representation.

The minutes and agenda for each meeting are posted on the GSWA website
(www.guamsolidwasteauthority.com/bod.html), and the audio of each meeting is also available online
through the website of the Office of the Public Auditor (www.guamopa.org/index.php?pg=board-and-
commission-meetings).

Island-wide Curbside Recycling Program

As of June 30, 2014, GSWA had provided recycling carts to all customers serviced by the larger garbage
trucks, approximately 90 percent of GSWA’s curbside trash customers. Residential customers who live on
roads where the large garbage trucks cannot travel because of road conditions, low hanging wires and
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branches or inability to turn the vehicle around, receive trash collection with what GSWA refers to as Baby
Packer trucks, which are pickups with small containers on their beds. The customers on the Baby Packer
trash routes were not provided recycling carts because the Baby Packer trucks cannot efficiently serve
these customers for recycling. However, GSWA is concluding a bid for two 10-cubic-yard compactor trash
trucks that are expected to replace the current Baby Packer trucks. Once placed into operation, GSWA
will be able to provide curbside recycling service to many of the remaining 10 percent of GSWA’s
customers.

Figure 8 shows the recycling tonnage collected in the Island-wide Curbside Recycling Program thus far in
2014. From January through June 2014, 881.07 tons were collected at the curb. Approximately half of
this tonnage, 445.18 tons, was collected at the curb during this three-month reporting period. GSWA
collection crews take the recyclable material to Guahan Waste Services, the contractor that processes and
sells the material. Revenue for the recyclable material from January through June 2014 totaled $7,385.24,
of which $3,545.92 was attributed to this reporting period.

Figure 8. Recycling Tonnage January 2014 through June 2014
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Figure 9 shows the percentage breakdown by material of recyclables collected during this reporting
period.
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Figure 9. Percentage Breakdown of Recyclables Collected
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Ideally, contamination in the recycled material should be minimal. Figure 10 shows that the
contamination rate on October 2013, when GSWA first began delivering recycling carts to GSWA
customers, was 40 percent. By June 2014, the contamination rate had declined to approximately 11
percent — a significant drop.

Figure 10. Contamination Percentage
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During the reporting period, residential trash customers who have both trash and recycling services
disposed of 4,079 tons of trash and 445.18 tons of recycling, resulting in about 10 percent of residential
trash diverted to recycling, as shown in Figure 11.
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Figure 11. Residential Curbside Recycling and Trash Tonnage, April through June 2014

Recycling

The recycling participation rate is defined as the proportion of households that set out a recycling cart for
collection at each collection opportunity. Figure 12 illustrates the participation rates for Monday, Tuesday
and Wednesday, April through June 2014. GSWA staff did not count participation on any Thursday routes
in the month of April.

Figure 12. Recycling Participation Rates by Collection Day, April, May and June 2014
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Figure 13 shows the average participation rates, which ranged from 44 percent on Thursday to 57 percent
on Wednesday.
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Figure 13. Average Recycling Participation Rates by Collection Day, April, May June 2014
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In the Special Report of the Receiver, “Island-wide Curbside Recycling,” dated August 13, 2013, we
recommended implementation of a curbside recycling program using existing trash collection vehicles and
personnel. By reducing the number of trucks needed for trash collection each day, trucks are available
for the collection of recyclables. We estimated additional costs for the program, including vehicle
maintenance and fuel, amortized cost of recycling carts, overtime for collection personnel, education, and
the cost to process the recyclables. The Special Report also listed several beneficial cost reductions due
to the new curbside recycling program. These benefits include avoided costs to process waste through
the Hauler-only Transfer Station, costs to transport the waste to the Layon Landfill, and the per ton fee
paid to the landfill operator for each waste delivery. In addition, we would no longer have the cost of the
then-current Curbside Recycling Pilot Program. Finally, with the island-wide program, a revenue stream
for the recyclable materials would be possible, although we did not include any estimate of the revenue,
due to the uncertainty and volatility of recycling commodity markets. In the Special Report, we
recommended using a benchmark cost of $171.60 per ton of waste landfilled.

Table 4 shows the estimated cost of the Island-wide Recycling Program from March through June 2014.
Taking all four months into consideration, the average cost to recycle a ton of material was $144.02, or
$27.58 less than the cost to dispose of the same material in the Layon Landfill, as shown in Figure 14.
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Table 4. Estimated Cost for Curbside Recycling Program

Cost Factor
Annual Cost of Carts
Overtime for Personnel
Fuel
Maintenance/Tires
Education
Recyclable Processing
Cost
5% Contingency
Less:Transfer Station Fees
Less: Landfill Fees
Less: Pilot Recycling Fees
Total Cost
Revenue
Net Expense
Cost Per Ton

March
$6,290.14
$7,397.25
$5,472.00
$3,057.60

$98.27

$11,931.90

$(4,011.94)
$(2,948.33)
$(6,500.00)
$20,786.89
$1,077.42
$19,709.47
$143.11

April
$6,290.14
$4,439.40
$5,963.41
$5,837.26

$98.27

$12,589.41

$(4,417.28)
$(3,100.46)
$(6,500.00)
$21,200.15
$1,041.37
$20,158.78
$149.41

May
$6,290.14
$3,861.94
$6,057.64
$5,362.38

$98.27

$14,591.70

$(5,133.30)
$(3,603.03)
$(6,500.00)
$21,025.72
$1,077.42
$21,025.72
$134.10

June
$6,290.14
$4,071.85
$5,933.16
$8,559.63

$98.27

$14,374.08

$(5,024.61)
$(3,526.74)
$(6,500.00)
$24,275.78
$1,221.24
$23,054.54
$150.22

Figure 14. Cost per Ton of Landfilling vs Recycling
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As the Court will recall, the Island-wide Recycling Program budgeted $35,000 for education. GSWA used
a portion of this amount for the recycling information stickers on the cart. Since our last Quarterly Status
Report before the Court, we have met with the Public Information Officer for Guam’s Environmental
Protection Agency to explore the best ways educate the public about GSWA’s new services, such as the
Island-wide Recycling and forthcoming Household Hazardous Waste Program. The outcome of our
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discussion was the recommendation to provide visual information on how to participate in these
programs. We will continue to explore how best to develop this material with the goal of walking viewers
through the steps on how to take part in these programs and show residents how participation can benefit
their household as well as the entire community.

4. Contract Management and Procurement (April 2014 — June 2014)

Procurement activities during the reporting period were primarily related to the procurement for legal
services for the Receiver and GSWA while in Receivership, pursuant to the Order of the District Court. In
addition, we issued the Request for Proposal (RFP) to provide legal services to the GSWA Board as it
prepares for the eventual assumption of responsibility upon termination of the Receivership.

Work on the procurement for an operator of the Household Hazardous Waste Facility also continued
during the reporting period. In May, the evaluation was completed and Unlimited Services Group and
South Pacific Environmental (USG/SPE) received the highest rating. Work continues to complete a
contract and to obtain all the necessary permits for operating the facility.

Table 5 provides the Court with an update on the Receiver’s primary contracts, including the amounts
spent through June 30, 2014, on these contracts. Information on 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 updates on payments for these items are
included elsewhere in this Report.
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Table 5. Consent Decree Contracts as of June 30, 2014

Consent Decree Contracts as of June 30, 2014
Amount of Trust Account
Contractor Purpose of Contract Contract Expenditures | Work Status
Alpine Technology Corporation Customer Service Software $  500,000.00 | $ 351,233.70 | On-going
Asia Tiger Construction Emergency Repairs at Transfer Stations 3 33,377.83 | § 33,377.83 Closed
. . Provider of Online and Paperless o .
Bend Mailing Service ) A . Indefinite 3 12,656.80 On-going
Residential Account Services
3 3 Layon Landfill - Construction of
Black Construction Corporation o $ 25,277,787.29 | § 25,277,787.13 Closed
Entrance Facilities and Cells 1and 2
) ) Evironmental Closure of the Ordot .
Black Construction Corporation D $ 40,467,759.02 | 5 9,705,340.34 On-going
ump
Planning Environmental Monitoring for .
Brown And Caldwell . $ 8,329,055.00 | &  7,794,159.37 | On-going
Final Closure of Ordot Dump
Layon Landfill - Construction of Access
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 X Quality e $ 3,072,101.76 | 5  2,890,077.27 | On-going
Services
Ella Builders Improvements to GSWA Building S 129,801.25 | § 129,801.25 Closed
. MNew Trucks, Roll-off Containers and Gov Guam .
Far East Equipment Co. $  5162,249.14 | On-going
Trash Carts Purchase Orders
Fleet Services Crane Qualification and Rigging Course Gov Guam s 24,983.25 Closed
EEIng Purchase Orders T
) ) Security Services for the Solid Waste .
G4 Security Services (Guam), Inc Indefinite S 16,904.38 Closed
Compound
) Construction Management Services for .
GHD (formerly Winzler & Kelly) . ) $ 6,375,284.00 | $  7,377,487.56 | On-going*
Layon Landfill and related projects
Construction Management Services for
GHD, Inc. Ordot Dump Closure and Other Consent| § 6,473,931.00 | §  1,391,657.36 | On-going
Decree Projects
Minimum
) Monthly Charge .
Guahan Waste Control Hauler-only Transfer Station S 7432,374.38 | On-going
Plus Per Ton
Excess Charge
- Gov Guam
Hawthorne Pacific Corp MNew Trucks 5 191,916.00 Closed
Purchase Orders
Minimum
GGH Guam, LLC (formerly Herzo Monthly Charge
) ' ( v e Operation of the Layon Landfill u E $  §,914,979.43 On-going
Environmental, Inc) Plus Per Ton
Excess Charge
Kevin And Steve Corporation GSWA Power Sevice Separation 5 113,255.75 | 5 113,255.75 Closed
Layon Landfill - Construction of Landfill
Maeda Pacific Corporation Operations Road and Mass Grading for | $ 10,045,245.40 | 5 10,045,245.40 Closed
Cellsiand2
Construction of Harmon Residential
Maeda Pacific Corporation Transfer Station and Household $  2,410,000.00 |5  2,015,900.75 On-going
Hazardous Waste Facility
} ; Roll-off Containers and Equipment Gov Guam
Morrico Equipment Co. 3 129,369.00 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 ) 3 39,582.61 Closed
GSWA Administration Purchase Orders
. 3 Temporary Staffing Services for the o .
Pacific Human Resource Services, Inc. ) . Indefinite S 2,793,317.27 On-going
Solid Waste Management Division
Security Services for the Solid Waste
Pacific Island Security Agency Compound (replaced G4 Security Indefinite ] 859,028.64 | On-going
Services of Guam)
. . ) . Gov Guam
Pacific Trucking Co. Water Truck Rental for Fire Suppression ] 14,500.00 Closed
Purchase Orders
Shaw Environmental, Inc Technical Assistance 3 305,347.16 | 5 26,275.17 Closed
Layon Landfill - Design and Engineerin
TG Engineers, PC Y ) & & e $10,124,332.00 | $  3,333,079.99 Closed
Services
. R Gov Guam
Triple J Enterprises, Inc. Mew Trucks 91,700.00 Closed
Purchase Orders
Note: Does notinclude individual employee contracts or payments, contracts relating to ongaing litigation, retainage or expenditures directly paid by the Government of
Guam. All contracts are inclusive of change orders approved through the date of this report and expenditures through June 30, 2014. *Indicates contract amendment or
change order pending,
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Tab 3 provides the Court with a list of approved change orders for the open Consent Decree construction
contracts listed in Table 5. Tab 4 includes all individual payments made under these contracts.

5. Financial Issues and Capital Funding (April 2014 — June 2014)
Overview

In this section, we provide an analysis of the operating finances of GSWA during the reporting period. We
also report on the status of capital funding for the Consent Decree and the results of a recently published
audit conducted by Deloitte & Touche, LLC. Finally, we report on the status of funding for post-closure
expenses for the Ordot Dump, Consent Decree-related capital projects that are being funded with the
GSWA revenue previously used to reimburse the Government for debt service, and future capital needs
of GSWA that will also be funded from GSWA revenue.

Specifically, in this section, we provide the Court with updates on the following:

e  GSWA operating results for the period April 1, 2014, to June 30, 2014
e (Cash position of GSWA

e Status of residential customers

e Status of large commercial accounts

e Status of GWA and Government accounts

e Status of the Construction Subaccount

e Host Community Premium Surcharge Fees

e Capital funding

e Funding for Ordot Dump Post-Closure, Additional Projects and Future GSWA Capital Needs
e Response to Government of Guam Financing Plan

e Reserves of the GSWA

e GSWA Operating Budget for FY 2015

e Results of the FY 2013 Audit of GSWA

e Bridge and Roadway Repairs and Replacements

e Waste disposed at the Layon Landfill

GSWA Operating Results for FY 2014 from April 1, 2014, to June 30, 2014

During the reporting period, GSWA continued to produce strong operating results. Table 6 provides the
Court with a summary of expenditures and revenue for FY 2014, October 1, 2013, through June 30, 2014,
compared with the approved budget. Detailed reports of expenditures and revenue compared with the
approved FY 2014 budget are provided in Tab 5 of this Report.
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Through June 30, 2014, FY 2014 expenses were 9.1 percent below the approved budget and revenue
exceeded the budget estimate by 4.9 percent. Personnel costs were 1.2 percent below budget estimates,
and non-personnel spending was 10.4 percent below budget estimates. We estimate that GSWA has

produced a budget surplus of $521,512 during FY 2014 to date.

Table 6. GSWA Summary of Operating Budget FY 2014

GuamSolid Waste Authority
Summary of Operating Budget
FY 2014

October 1, 2013 to June 30, 2014

Actual Spending

Total Annual | Revenue to % over (under)

[tem Budget Budget to Date Date Budget
Personnel Expenses £2.809,300 52,106,975 £2.080.767 1.2%
Other Expenses / Resenves 515,857,684 $11,893.263 510,651,666 -10.4%
Total Expenses | Reserves $18.666,984 $14,000,238 $12,732,433 9.1%
Total Revenue (All Sources) $16,846,000 $12,634,500 $13,253,945 4.9%
Budgeted From Fund Balance $1,820,984 $1,365,738 30 -100.0%
Total Funding Available 418,666,984 %14,000,238 $13,253,045 NIA
Surplus | (Deficity* S0 S0 $521,512 NIA

* Surplus goes to rezerve for future years (i.e. fund balance) and deficits are covered by the same reserve.  Interest income

on reserve acceunts not included in operating revenue.

Cash collections of the amounts billed by GSWA, while slightly less during the reporting period when
compared to the first six months of the year, remained strong. Table 7 compares the amounts collected
during the period with the amount billed during the same period.

Table 7. GSWA Revenue Billed/Collected

GSWA Revenue Billed [ Collected
COctober 1, 2013 through June 30, 2014

Customer Class Billed Collected Ya
Commercial 5 7,233,261 S5 7,601,797 105.1%
Residential $ 4,629,480 $ 4,837,295 104.5%
Government 5 1,143,652 5 976,185 85.4%
Total ¢ 13,006,394 $ 13,415,277 103.1%

Mote: Amount collected is on a cash basis. Transfer Stations are included in the

residential category. Interest income excluded.

Cash collections from commercial accounts during the reporting period exceeded billing for these
accounts by 5.1 percent. Several factors contributed to this result, including payments for past due
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amounts from previous periods, underpayments during the current billing period and seasonal
fluctuations in amounts of waste disposed.

Cash collections from residential customers exceeded billing by 4.5 percent. When payments from
customers of the residential transfer stations, trash tag fees, collection service restoration fees and
account reactivation charges are excluded, cash collections from residential customers were 99.6 percent
of billed charges during the reporting period.

Cash collections from government accounts were 85.4 percent of billed charges for the period. However,
when GWA is excluded, the percentage collected drops to 59.8. In addition, the unpaid balance for non-
GWA government accounts continues to rise. When we first reported this to the Court for the period
ending September 30, 2011, the unpaid balance for government accounts other than GWA was
$99,431.88. On March 31, 2014, the unpaid balance was $117,523.91. The unpaid balance as of June 30,
2014, increased to $129,846.37. To address this increase going forward, we will continue to work with
the Department of Administration and begin considering these unpaid balances when calculating the
amounts due to the General Fund by GSWA and due to GSWA from the General Fund.

The recently completed audit confirmed an increased fund balance for GSWA as of September 30, 2013,
which was significantly above the estimate we previously reported to the Court. This reflects both the
conservative approach to estimates taken by the Receiver and the strong management results achieved
during the Receivership. During the reporting period ending June 30, 2014, we estimate GSWA’s fund
balance increased further, by more than $500,000. Table 8 provides the Court with our estimate of
GSWA'’s fund balance at June 30, 2014.

Table 8. GSWA Fund Balance

Guam Solid Waste Authority

30-Jun-14
(Unaudited)
Elements of Fund Balance Amount
Actual Fund Balance @ 9/30/13 5 13,895,746
Revenue FY 2014 5 13,253,945
Expenses FY 2014 5 12,732,433
Excess (Deficit) FY 2014 5 521,512
Estimated Fund Balance @ 6/30/14 5 14,417,258

MNote: Revenue is on accrual basis.

Figure 15 shows how the fund balance from operations has changed over the period GSWA has been in
receivership.
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Figure 15. Growth in Fund Balance FY2009 to FY2014

Growth in Fund Balance FY 2009 to FY 2014
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Note: FY 2014 is an unaudited estimate.

Payments for operating expenses of GSWA are made through the Department of Administration or
through the Receiver’s trust account known as the Primary Account. Payments made by the Receiver are
handled pursuant to the Disbursement Procedures approved by the Court. Tab 6 provides a detailed list

of the transactions affecting the Primary Account that occurred during the reporting period.

Cash Position of GSWA

GSWA'’s cash position increased during the reporting period. GSWA's cash position does not include cash
in GSWA'’s reserves, including the new special reserve funded by cash previously used to reimburse the

Government of Guam for debt service.

Cash available to GSWA on June 30, 2014 was $9,361,327.93. Figure 16 outlines GSWA’s cash position at

the end of each fiscal year since the Receivership began and for March 31, 2014, and June 30, 2014.
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Figure 16. Change in GSWA Cash Position (Million $)

Guam Solid Waste Authority
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Status of Residential Customers

At the end of the current reporting period, on June 30, 2014, the number of residential customers was
stable at 16,955, the same number of GSWA residential customers as at the end of the last reporting
period. Figure 17 illustrates the stable base of GSWA residential customers over the previous four years.

Figure 17. GSWA Residential Customers

GSWA Residential Customers
March 2010 to June 2014
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The residential delinquency rate declined to 1.5 percent at the end of the reporting period. Figure 18
shows the trend in residential delinquency rates from September 2010 to June 30, 2014. This rate is very
low, contrasting sharply with the major problem that existed in this area before the Receivership when
more than 4,000 customers received services for many years without paying at all. The low rate of
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delinquency also demonstrates the commitment of GSWA’s current residential customers and the
effectiveness of the GSWA customer service staff. We will continue to monitor this closely and keep the
Court informed.

Figure 18. Residential Delinquency Rates

Residential Delinquency Rates
September 2010 to June 2014

16.0% 15.0%

12.0%

19.0% \ 11.9%

10.0% \ —

B.0% \

6.0%

405 \ 3.7% _

0.0%

Sep-10 Sep-11 Sep-12 Sep-13 Jun-14

Delinguency rates are shown at sikmonth intervalsthrough 3/31/14 and the £/30/14 rate.

Online payments and account management by residential customers were relatively stable during the
reporting period. On June 30, 2014, the number of customers registering for online services had increased
to 6,990. Customers paying their bills online were 3,221 in June, and 2,865 customers are now enrolled
for paperless billing. Figure 19 outlines the growth in online activity since GSWA initiated the current
system in 2012.

Figure 19. Growth in Online Activity

Growth in Online Activity
September 2012 to June 2014
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Status of Large Commercial Accounts

Large commercial haulers, primarily serving Guam’s business community, make up the largest segment of
Guam'’s solid waste system, accounting for more than 60 percent of the system’s revenue. This category
includes the Naval Facilities Engineering Command (NAVFAC) because it is managed by a private company
and is otherwise very similar to other GSWA commercial customers. The following list of commercial
accounts comprises the major organizations in this class of customers:

Mr. Rubbishman

Lagu Sanitation

Pacific Waste Systems
Trashco

Island Waste Management
NAVFAC

ok wnN PR

Figure 20 provides the Court with a graphic illustration of the revenue billed to each of these organizations
during FY 2014 through the current reporting period ending June 30, 2014.

Figure 20. Percent Billed by Customer Class

Billed Revenue By Commercial Customer
October 1, 2013 to June 30, 2014
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During the reporting period, all the major accounts, with the exception of Lagu Sanitation, were in good
standing.

Lagu Sanitation continues to operate under a settlement agreement approved by the Court. Asthe Court
knows, Lagu has requested a modification of the agreement, and payments toward past due balances
have been suspended pending resolution of this matter. Despite the best efforts of the Receiver, this
matter has not been resolved. The circumstances surrounding our efforts to resolve the matter are
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outlined in a Special Report to the District Court dated September 24, 2014. The Court has now issued an
Order setting a time for the attorneys to file briefs in this matter.

Status of GWA and Government Accounts

As noted in our previous report, GWA has recently been slow to make payments when they are due.
However, during June, GWA did make a payment, and as of June 30, 2014, GWA’s account was in good
standing. After bringing this account into good standing in June, the balance grew to more than $500,000
before another payment was received in September.

As noted earlier in this Report, other government accounts also continue to have unpaid balances which,
in the aggregate, continue to grow. To address this we will continue to cooperate with the Department
of Administration and plan to reduce GSWA payments to the General Fund in recognition of unpaid
balances. We will continue to monitor this closely.

Status of the Construction Subaccount

Payments from the Construction Subaccount were $8,529,834.86 during the period April 1, 2014, through
June 30, 2014. Interest earnings were added to the account in the amount of $3,951.97. The balance in
the Construction Subaccount on June 30, 2014, was $7,310,555.58. As the Court will recall, the
Supplemental Bond Indenture governing the 2009 Section 30 Bonds requires the Government of Guam to
reimburse the Receiver’s Construction Subaccount when its balance falls below $10,000,000. On June 30,
2014, the Receiver submitted a Requisition of the Receiver, as required by the Supplemental Bond
Indenture, to the Director of Administration. This is a request for reimbursement from the Government
of Guam’s Construction account for the 2009 bonds. Our request for reimbursement included the
required documentation describing the capital expenses to be reimbursed. This request was in the
amount of $13,793,145.04. The requested funds were deposited to the Receiver’s Construction
Subaccount on July 7, 2014. We appreciate the Director’s prompt attention to this important request.
Tab 7 provides a detailed listing of all transactions affecting the account during the reporting period.

Table 9 provides the Court with an accounting of the retainage being held for contractors paid from the
Construction Subaccount.
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Table 9. Retainage on Trustee Account Payments

Retainage on Trustee Account Payments
As of 6/30/2014
Company Description Amount
Brown and Caldwell Retainage 5 15,712.89
Black Construction Corporation Retainage 5 1,407,563.71
EA Science and Technology Retainage S 7,354.88
Maeda Pacific Corporation Retainage 5 237,909.30
TG Engineers, PC Retainage 5 4.477.97
GHD (formerly Winzler & Kelly) Retainage 5 284,965.35
Total Retainage Held.....ccooe e 5 1,958,024.60

When the retainage obligations are considered, on June 30, 2014, the Construction Subaccount had a
balance of $5,352,530.98 available for future Consent Decree obligations.

Host Community Premium Surcharge Fees

During the reporting period, GSWA assessed Host Community Premium Surcharge (HCPS) fees totaling
$83,057.80, bringing the total assessed HCPS fees during FY 2014 to $240,384.25. Due to the lag time
allowed by Guam Law between billing and payment, FY 2014 HCPS fees collected during the period were
$80,153.46. These funds were distributed in equal amounts to the Villages of Inarajan and Ordot-Chalan
Pago. GSWA also distributed in equal amounts $13,671.57 in funds previously held in reserve. This
distribution was made pursuant to direction received from the Guam Public Utilities Commission. A copy
of the report filed with the PUC is attached as Tab 8.

Capital Funding

Table 10 provides the Court with an update on the Receiver’s use of the capital funds available to
implement the requirements of the Consent Decree. This table is also provided as Tab 9, in a format with
larger type. Our total estimate of the cost of these projects has not changed since our last Report. We
have, however, begun allocating the contingency outlined in our Special Report dated September 20,
2014. These allocations are included in Table 10 and more specifically detailed in Tab 9(a). The table also
provides an update per project on expenditures through June 30, 2014.
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Table 10. Allocation of Capital Available to the Receiver

Allocation of Capital Available to the Receiver
Consent Decree Projects
As of June 30, 2014
i . ) Revised Surplus / (Shortfall) Expenditures to Balance
Capital Budget Item Original Estimate . Original vs Revised Remaining
Estimate Estimate Date {vs Revised Estimate)
Layon Landfill 4 57,040,900.00 | $ 42,000,000 |$ 15,040,900.00 | & 41,346,289.12 | $  653,710.88
Landfill Access Road and Sewer System $ 23,981,400.00 | $ 28,360,499 |$ (4,379,099.00) | S 28,360,499.00 | §
Construction Management - Layon and Assaciated Projects” S 7,316,400.00 | 5 10,560,000 |$ (3,243,600.00) | $ 10,059,727.27 | S 500,272.73
Landfill Equipment® 4 6,380,000.00 | S 4 5,380,000.00 | S g -
WWTP Expansion & Leachate Pre-Treatment - Layon $ 11,025,000.00 | $ 4,926,935 [$  6,098,065.00| 5 - $  4,926,935.00
Transfer Station/HHWE 4 5,505,000.00 | $ 2,410,000 |$  3,095000.00| $ 2,094,37L.25 | §  315,628.75
Transfer Station Equipment’ S 2,440,000.00 | 5 - S 2,440,000.00 | 5 - 3 -
Operating Equipment ¢ 5,941,400.00 | $ 4,500,000 |$ 1,441,400.00| ¢ 4,468,649.82 | & 31,350.18
Environmental Investigation and Ordot Dump Closure Design $  6,800,000.00 | $ 8,329,055 |$ (1,529,055.00)| S 8,221,604.97 | & 107,450.03
Ordot Dump Closure $ 30,590,300.00 | § 40,536,977 | $ (9,946,677.00) | & 9,994,546.74 | & 30,642,430.26
Ordot Dump Closure - Land Acquisition ] - $ 1,700,000 |$ (1,700,000.00)| § 1,225,665.00 | &  474,335.00
Construction Management - Ordat Dump and Subsequent Projects’ S 2,721,800.00 | 5 7,343,111 |$ (4,621,311.00)| S 2,175,758.86 | S 5,167,352.14
Ordot Contingency® $ 7,226,891 | $ (7,226,891.00) $ 7,226,831.00
Litigation Assistance g $ 249,525 |§  (249,524.94)| & 24952494 |
Emergency Repairs of Residential Transfer Stations and GSWA Building | $ 3 295,569 |$  (295,569.13)| & 295,569.13 | &
USDA Expense g $ 186,311 |5  (186,311.07)| $  186,31L.07 | $
Ad.diﬂ(.]nal Pro]ec‘t§ |Dero Road improvements, Route 45Iafetv enhancements and 3 B $ 21,000,000 | $ (21,000,000.00) 3 489,847 | $ 20,510,152.97
residential transfer station upgrades and geners| contingency)
Total $159,742,200.00 | $179,624,873 | § (19,882,673.14) $109,068,364.20 | § 70,556,508.04
YIncludes the access road and utilities, the new residential transfer station and the HHW facility, the emergency repairs at the residential transfer stations =nd the GSWA Building repairs and the design and
environmental assessment of the residential transfer stations.
*Landfill and for the Hauler-only Transfer Station was provided under the respective contracts for the operation of these facilities and therefore no capitsl purchase was needed
*Future projects will require smendments to fund.
“Ordot contingency is the difference between the total construction budget of $43,052,504.40 (Special Report dated 9/20/2013) and the original contract for the closure of 540,536,377, See Tab %(a)for the
sliocation of the contingency a5 of /20,2014

Funding for Ordot Dump Post-Closure, Additional Projects and Future GSWA Capital Needs

Subsequent to the Status Hearing held on June 25, 2014, discussions occurred between the Government
of Guam, the Receiver and the United States concerning a number of issues, including funding the
additional projects and the post-closure cost for the Ordot Dump. As things currently stand, these costs
will have to be funded from GSWA'’s operating revenue that was previously used to reimburse the
Government of Guam for debt service. As we noted in our Status Report dated June 25, 2014, this
approach to funding these Consent Decree-related costs will provide the needed funds but will extend
the time it takes to complete the Receiver’s work beyond the end of 2015 and also require the Receiver
to address the additional cost of constructing a new cell at the Layon Landfill and closing cells 1 and 2.
Table 11 summarizes all of the cost that will need to be funded under this approach to addressing these
funding issues. In our report dated June 25, 2014, we documented how the time frames and cash flow
will be addressed using this approach.
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Table 11. Future Capital and Ordot Post-Closure Funding Requirements

Future Capital and Ordot Post Closure Funding
Requirements
Funding Required Total
Additional Projects 519,882,673.49
Post-closure cost for Ordot Dump 5 14,292,170.00
Construction of new cell at Layon 5 10,800,000.00
Closure costforcells 1 & 2 5 5,500,000.00
Total 5 50,474,843.49

The discussions with the Government of Guam may have produced a better understanding of the
respective position of the parties concerning these funding issues, but have not, to date, resulted in
meaningful funding proposals from the Government of Guam. Accordingly, we continue to work under
the assumption that use of GSWA revenue is the funding method that will be used to address these
requirements. We do note, however, the Government of Guam, in a document filed with the Court on
September 30, 2014, now takes the position that the Dero Road improvements will not be required and
that the Government of Guam desires to permanently close the Dededo Transfer Station. Legal counsel
to the Receiver is currently evaluating this information to determine if Government of Guam’s new
position on these requirements can legally relieve the Receiver from the requirement to construct these
improvements. While these proposals have the potential to reduce the cost of achieving full compliance,
other aspects of the “plan” filed by the Government of Guam are not meaningful.

DPW has also recently provided the Receiver with revised cost estimates for the safety upgrades required
on Route 4, significantly increasing the estimated cost to address these safety issues. The estimated cost
has increased to $6,640,000. We are reviewing this estimate and will revise our estimates accordingly in
our next Status Report to the Court.

The estimated cost of the DPW proposed work to address the earthquake damage at As-Alonso may also
need further refinement. Currently, the only estimate we have for this is an email from Parsons stated as
a “planning estimate.” Based on this planning estimate, the cost could be as much as $1 million.

Government of Guam’s Financing Plan

On September 30, 2014, the Government of Guam filed a document with the Court that it calls the
“Government of Guam’s Financing Plan.” As directed by the Court in its Order dated October 1, 2014, we
will respond to the Government’s document in this section.

In its plan, the Government of Guam seeks to remove certain requirements it previously placed on the
Consent Decree projects and provide financing for other project requirements. Removing some
requirements potentially reduces the amount needed to fully fund the requirements of the Consent
Decree. Unfortunately, however, their purported “Financing Plan” is without any basis in reality. Instead,
it seeks to use non-existent funds to finance projects that must be paid for with real money.
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The “financing” part of the document filed by the Government of Guam is based on a premise it knows to
be false. The document states, as the fundamental basis for Government of Guam’s new plan, the
following: “First, as the OPA noted in a recent audit, currently the Receiver owes the Government
approximately $19.2 million.” The statement attributed by Mr. Mantanona to OPA is in fact a statement
of the Administration itself, not one made by the independent auditors at Deloitte or by the Office of the
Public Auditor of Guam. It was instead made by the Administration’s own Department of Administration
in a part of the audit document known as the Management Discussion and Analysis; this is a section of
the audit report in which the Administration of the Government of Guam states its own views. It is not
the opinion of the auditors, as Mr. Mantanona represents to this Court.

The debt the Government of Guam claims it is owed does not exist. When a debt is owed by an agency
such as GSWA to the Government’s General Fund, it is shown on the financial statements of the agency
as an amount “Due to the General Fund.” When a debt is owed from the General Fund to an agency such
as GSWA, it is shown as an amount “Due from the General Fund.” The audit to which Mr. Mantanona
refers is for the years ended September 30, 2013, and September 30, 2012. GSWA'’s audited financial
statements for FY 2013 show the amount due to the General Fund for 2013 was $821,406. GSWA’s
audited financial statements for FY 2012 show an amount due from the General Fund to GSWA totaling
$861,379. These amounts represent the net difference in the expenses paid through the General Fund
for payroll and other operating expenses of GSWA and the amount GSWA has transferred to the General
Fund to cover these expenses. The amount is not related to debt service, and there is no significant
dispute about this amount. It is a routine part of the audit process to establish the amount to be settled
between these funds. The amounts are subsequently settled through routine transactions and have
nothing to do with the issues before the Court.

The $19.2 million to which Mr. Mantanona refers is the amount that would have been paid to the General
Fund if the Government of Guam had raised GSWA rates to reimburse itself for the debt service it pays
with federal Section 30 funds. As this Court is well aware, it is the Government of Guam that has taken
no action to raise rates to GSWA customers in order to cover its cost of debt service. The Government
has been on notice of its need to adjust these rates, if it desired to be reimbursed for debt service, since
the Receiver filed the necessary information with the Guam Public Utilities Commission in June 2012.
Instead, its disingenuous refrain continues to be that the Receiver should increase the rates, despite our
clear and unambiguous statements that the Receiver does not need a rate increase.

Prior rate increases made by the Receiver under the Court’s authority were interim and necessary to
properly implement the Consent Decree. These rates were sufficient for a time to partially reimburse the
Government for the debt service it pays from its federal Section 30 revenue. However, the Government
of Guam’s refusal to provide additional financing of GSWA'’s capital needs and the post-closure expense
of the Ordot Dump now make it necessary to apply all of GSWA's current revenue to these purposes.

The Supplemental Bond Indenture expressly states that operation and maintenance expenses of GSWA
must be paid before any funds may be used to reimburse the Government of Guam for its use of Section
30 funds for debt service. This concept is also common sense and an integral part of the Receiver’s
fiduciary responsibility. Simply put, unless GSWA operating expenses are paid in a timely manner, there
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will be no revenue to pay for anything else at GSWA. Sufficient revenue must be continuously available
and cash reserves must be adequate at all times to ensure this can be done. Within the funds available
to it beyond the amounts needed to ensure timely payment of operating expenses, the Receiver’s
responsibility to give priority to proper funding to the Consent Decree’s obligations is paramount.

If the Government of Guam wishes to impose additional charges on the customers of GSWA to reimburse
itself so it can spend more in other areas of government, it must act to increase the rates, just as it would
have to act if it wanted to increase any other charge or tax it levies on its people and businesses to pay
for more government spending.

While the financing part of the Government of Guam’s latest plan is useless, it does include
recommendations for reducing the cost of the additional requirements placed on the Consent Decree
through Guam’s laws, regulations and failure to complete the necessary improvements to ensure safe
roadway access to the Layon Landfill. We will address each of these recommendations by stating our
understanding of the proposal, followed by our response to the Government of Guam’s recommendation.

Dero Road Improvements — Government of Guam recommendation: The Government proposes to

remove the requirement for improvements to Dero Road based on its determination that the
improvements are “not necessary.” Receiver Response: The Receiver has never objected to the
improvements for Dero Road, but has indicated that they must be properly funded or withdrawn. The
Government of Guam now indicates that it has changed its mind and says these improvements are not
necessary. We have asked our legal counsel, Joyce Tang, to review with the Government of Guam its basis
for this new determination that the Dero Road improvements are not needed. If she determines that the
requirements can be removed without a change in the laws and regulations under which they were
initially required, with the Court’s approval, we will reduce the amount of funding needed to achieve
compliance accordingly. We have also asked our legal counsel to review any federal requirements under
the Americans with Disabilities Act and otherwise to ensure that the project to close the Ordot Dump
remainsin full compliance. Our only objective is to complete the closure of the Ordot Dump in compliance
with all applicable laws and regulations. We believe, at a minimum, this requires fully repairing the
damage to Dero Road caused by the construction of the new sewer line, the road damage from years of
heavy truck traffic from vehicles dumping waste at the Ordot Dump and recent construction activity on
the dump closure itself.

Upgrades to Residential Transfer Stations — Government of Guam recommendation: Government of Guam

also informs the Court that it has decided to permanently close the Dededo Transfer Station in order to
save the approximately $3 million it would cost to upgrade the facility to meet permitting standards.
Receiver Response: The Receiver has not recommended that this facility close. It is the most heavily used
of the current facilities and its closure will require residents in this heavily populated area to travel to the
new Harmon Street facility to access GSWA's trash disposal and recycling services. While the Harmon
Street facility can accommodate the workload, closing the Dededo facility will create some inconvenience
for many customers and could contribute to an increase in illegal dumping. As noted earlier in this report,
the cost of preparing and implementing a closure plan for the facility, as required by applicable law and
regulation, must be determined.
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Route 4 Safety Enhancements — Government of Guam recommendation: After agreeing that these safety

enhancements were needed and entering into a Memorandum of Understanding to implement them, the
Government of Guam now seeks the Court’s approval to extend indefinitely the use of escort vehicles and
await the availability of federal funds to fix these critical problems. The justification for this delay is that
the danger on Route 4 is not greater than the danger on other roads in Guam. Receiver Response: The
Receiver strongly disagrees with this recommendation by the Government. While there are no doubt
other dangerous roads on Guam, it is this road upon which the Government has placed large trucks
carrying 24 to 25 tons of waste, ten or more times each workday, where they are required to negotiate
18 curves that they cannot navigate without invading the oncoming lane of traffic. While the escort
vehicles initiated by the Receiver have been an effective short-term safety measure, they are intended as
a temporary measure only. DPW has an obligation under the Consent Decree to provide a safe route to
the Layon Landfill. We urge the Court not to change its order that these hazardous conditions be fixed.

Post-Closure Care of the Ordot Dump — Government of Guam recommendation: Government of Guam
offers $1 million in “seed money” from the non-existent debt it claims is owed to the General Fund and
promises to have GSWA pay the rest on a pay-as-you-go basis. Receiver Response: Without assured
funding for the maintenance of the Ordot Dump post-closure, there will be no lasting environmental
benefit from the environmental closure of the Ordot Dump. The Government of Guam is proposing to
fund this vital element of Consent Decree compliance with phantom seed money and a promise. It is
essentially saying “trust us.” Unfortunately, its track record in this area is horrendous. The Consent
Decree requires post-closure care of the Ordot Dump. Federal regulations require financial assurance for

post-closure care. Given Guam’s failure to set funds aside for this purpose while the Ordot Dump was
operating, we see no viable solution to this requirement other than creating a fully funded trust account
before the Receivership ends. The purported financing plan submitted by the Government of Guam for
this vital element of the Consent Decree is no plan at all.

In conclusion, it is the Receiver’s position that the Government of Guam, based on the document it
submitted to the Court on September 29, 2014, has offered the possibility of some reductions in the
additional funding requirements it has placed on the Consent Decree projects. These potential
reductions, however, must be subjected to further legal analysis to determine if the Receiver can accept
them while remaining in compliance with applicable law and regulation. Unfortunately, the financing
component of the Government’s plan is based on misleading and false statements and offers nothing of
substance to the Court in regard to paying for these important obligations.

Reserves of the GSWA

Table 12 outlines the status of the reserves of GSWA on June 30, 2014. These reserves are for the purpose
of setting funds aside to pay for the future needs of the system.
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Table 12. Reserves of the GSWA

Reserves of the Guam Solid Waste Authority

As of 6/30/2014
Reserves Total

Equipment Replacement Reserve 5 1,772,625.63
Mew Cell Development Reserve 5 130,230.23
Cell Closure Reserve 5 130,230.23
Post-Closure Care Reserve Layon Landfill 5 260,460.25
Post-Closure Care Reserve Ordot Dump 5 -

Total ReServes. . e e rsr s sneeesreenenes 3 2,203,546.34

Table 13 provides the Court with the balance as of June 30, 2014, of the special reserve established to
address the cost of legal expenses, future capital requirements and the post-closure care of the Ordot

Dump.

Table 13. Special Reserve

Special Reserve for Legal Expenses, Capital and Ordot
Post Closure Funding Requirements

As of 6/30/14
Deposits/Withdrawals Amount
May 2014 Deposit 5 374.758.08
June 2014 Deposit 5 374,738.08
Total Deposits 5 749.516.16
Withdrawals 5 -
Balance at 6/30/14... v veveeeeee. 3 740,516.16

We are presently in the process of establishing a bank account for the special reserve shown in Table 13,
pursuant to the Court’s Order of September 12, 2014. This account will facilitate both accounting for
the funds and provide full transparency of the Receiver’s use of the funds.

GSWA Operating Budget for FY 2015

Table 14 summarizes the GSWA budget for FY 2015. A full budget is included in Tab 10 for the Court’s

review and approval.
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Table 14. GSWA Operating Budget for FY 2015

Guam Solid Waste Authority
Operating Budget
FY 2015
October 1, 2014, to September 30, 2015
FY 2012 FY 2013 Approved FY FY 2015
ltem Actual Actual 2014 Budget Budget
Personnel Expenses S 2,508,881 S 2,373,123 S 2,809,300 S5 3,000,000
Other Expenditures / Reserves 514,415,889 514,604,348 515,857,684 515,365,597
Grand-total Expenditures | Reserves 5 16,924,750 5 16,977,471 518,666,984 5 18,365,597
Total Revenue {All Sources) & Fund Balance 516,469,052 518,759,095 518,666,984 518,365,597,
Surplus | (Deficit)* -5455,698 51,781,624 50 50
*Surplus goes to reserve for future years (i.e., fund balance) and deficits 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.

This budget represents a basic continuation of the current budget and solid waste program on Guam. The
only adjustments are for the Household Hazardous Waste (HHW) Program, which will begin operating
during this year, and for inflation. With respect to the HHW Program, its cost will be in two broad
categories: 1) a fixed fee for operations and 2) disposal costs based on the volume of materials collected.
Given the absence of a history for the collection of HHW, our current estimate for the disposal cost of the
materials collected in this new program may need further revision. Accordingly, as this program continues
and information is obtained concerning the volume of waste actually collected, further budget
adjustments may be needed. We request that the Court’s approval of the budget include authority to
make these adjustments to the extent they are needed.

Results of the FY 2013 Audit of GSWA

For the third year in a row, the Receiver has cooperated with a full audit of GSWA. This audit of FY 2013,
dated August 22, 2014, is submitted for the Court’s review as Tab 11. The auditors indicated that they
had full access to all of GSWA’s management and found no misappropriation or misapplication of funds.

The final audit determined that the fund balance from GSWA operations was $13.9 million, an increase of
$2.7 million over the fund balance one year earlier. This is a significant improvement, reflecting the sound
financial management of GSWA under Receivership. The auditors continue to take note of instances
where the Receiver has departed from Guam Law under authority granted by the Court and have made
recommendations for improvements in some procurement documentation. We are pleased with the
results of the audit and will continue to work cooperatively with auditors during the tenure of the
Receivership.

Bridge and Roadway Repairs and Replacements

DPW has completed several of the Consent Decree-related bridge and roadway projects. Table 15
compares the scheduled completion date for each project as reported by DPW at the beginning of the
reporting period with the June 30, 2014, Status Report submitted by DPW to the Court. DPW’s report on
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the status of the project for Route 4 Togcha River to Ipan Beach indicates the project is on schedule but
no expected date of completion is included. The Ylig Bridge project is further delayed but this no longer
presents an issue for the transport of waste to the landfill since the work appears to be substantially

complete.
Table 15. Status of Consent Decree Bridge and Roadway Projects
Status of Consent Decree Bridge and Roadway Projects
Completion Date in Completion Date in

Project 3f31/14 Status Report 6/30/14 Status Report
Ylig Bridge Replacement June-14 October-14
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 8/8/2013* TBD**
As-Alonso Area of Route 4 TBD TED
Route 4 Safety Issues TBD TBD
*Bid date. **DPW's report says the project is on schedule, but no schedule iz provided.

We continue to await additional information on the viability of Route 2 as an alternative route to the
Layon Landfill in the event that Route 4 becomes impassable due to the earlier earthquake damage that
occurred on Route 4 at As-Alonso.

Waste Disposed at the Layon Landfill

Waste disposal during FY 2014 continued the downward trend reported in our previous report although
the 1.7 percent decline through June 30, 2014, was less than the 3.3 percent decline reported through
March 31, 2014. Table 16 shows total waste disposed by customer type during the period October 1,
2013, through June 30, 2014, compared to the same period one year earlier.

Table 16. Waste (Tons) Disposed at Layon Landfill

Change in Waste (Tons) Disposed at Layon Landfill
By Customer Group
Comparing October to June FY2013 with FY2014

Customer FY 2013 FY 2014 % Change
Residential 14,787 13,760 -6.9%
Commercial 39,642 38,956 -1.7%
Military 5.996 5,549 -7.5%
Government 4,625 6,529 41.2%
Mayors 1,243 1,064 -14.4%
Transfer Stations 4 345 3,553 -18.2%
Other 74 73 -1.3%
Total 70,713 69,484 -1.7%
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As we noted in our previous report, slower economic growth, recycling or other factors could be the
reason for this decline. Looking at the trends longer term, total waste disposal in Guam fluctuates from
month to month, but has remained relatively stable. Figure 21 illustrates the variation in month-to-
month disposal since the Receiver installed an accurate scale system in June 2009.

Figure 21. Long-term Trend in Guam Waste Disposal

Waste Disposal at Ordot Dump and Layon Landfill June 2009 to June 2014
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As illustrated by Figure 21, over this entire period the amount of waste disposed on Guam each year has
remained relatively stable. We will continue to monitor this very carefully and keep the Court
informed.6.

6. Next Steps

Ordot Dump Closure

e Continue completion of Phase | construction activities

e Continue project management of construction work to facilitate its completion

e Conduct timely review of all submittals, change orders and pay requests for approval
e Monitor to ensure compliance with all permits

Design and Construction Management

e Wrap up remaining construction items following substantial completion for Harmon Residential
Transfer Station and Household Hazardous Waste Facility (SEP project)

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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Layon Operational Support

e Address remaining improvements to leachate collection/pumping system

Environmental Compliance and Monitoring

e Support and facilitate the issuance of the Draft Facility Permit for the Harmon Residential Transfer
Station

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

e Report Operation Year No. 3, second event of the Semi-Annual Detection Monitoring Program

e Continue to support environmental compliance of the Layon Landfill operations

e Support and facilitate the renewal of the Layon Facility and Title V Air Permits

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

® Procure task order for environmental monitoring services for next operational year

e Finalize and submit Draft Agat Transfer Station Phase Il environmental investigation report to
GEPA/EPA (submitted early in next quarter — July 2014)

Operations

e Open the Harmon Transfer Station

e Open the HHW facility

e Continue to educate residents about the Island-wide Recycling Program

e Implement recycling collection for customers who receive trash collection with Baby Packer trucks

Financial

e Continue to work with contactors to keep projects on schedule

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

e Set up a new Bank of Guam account for accumulating funds for additional projects and other future
GSWA capital needs

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 Track HHW generation and develop cost estimate and budget impact projection for remainder of FY
2014 and FY 2015

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
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e Assist the members of the GSWA board in preparing for their role after the Receivership ends
e  Work with GSWA Board to award a contract for legal counsel to assist the Board
e Work with legal counsel to complete land acquisition for closure of Ordot Dump
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