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Quarterly Report of the Receiver
April 14, 2011

Civil Case No. 02-00022
United States of America v Government of Guam

Solid Waste Management Division

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, 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 most recent two quarters, October
1, 2010, to December 31, 2010, and January 1, 2011, to March 31, 2011, 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, Department of Public Works, Solid Waste Management Division” (see Tab 2).

Introduction

This Report coincides with the three-year anniversary of work for the Receivership, and it is appropriate
to briefly review what has been accomplished during these three years before turning to an in-depth
discussion of the most recent two quarters that ended March 31, 2011. The major achievements of the
Receivership include:

Solid Waste Management Division Operations
1. Implemented consistent trash collection services and a high level of customer service, which have

dramatically reduced customer complaints

2. Reduced the number of trash routes from nine to six with ten working trucks, instead of the one
working truck available at the start of the Receivership

3. Reduced shifts from three to one for trash collection service

4. Repaired vehicles and purchased new equipment to support operational needs

5. Reduced the number of SWMD employees by 41 percent as operations were reorganized and
streamlined for more efficient organization and delivery of services

6. Dramatically improved working conditions for SWMD employees

7. Achieved significant savings as a result of dramatic reductions in leased equipment, costing the
SWMD about $11,000 per day at the beginning of the Receivership, and personnel

8. Implemented new billing, accounting and customer service systems

9. Distributed 95-gallon trash carts to SWMD customers
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10.

11.

12.

13.

14.

15.

16.

17.
18.

Increased the number of paying customers from 12,589 before the cart-based trash collection
service to 17,068 (as of March 31)

Implemented a ban on materials at the Ordot Dump that has increased recycling and extended
capacity of the Ordot Dump, assuring that the Ordot Dump will continue to operate until the Layon
Landfill is open

Added recycling at the Ordot Dump and three transfer stations; adjusted hours at these facilities to
better serve residents

Implemented a curbside recycling pilot program for 1,000 customer households with cart-based
collection of fiber, plastics (PET and HDPE), and aluminum and bi-metal cans

Laid the groundwork for curbside collection of bulky and metallic items, including purchasing
equipment needed for the program, which will begin in 2011

Improved management and control of fire, dust, odor and stormwater at the Ordot Dump,
benefiting neighbors and workers

Implemented an interim filling plan and closely tracked air space volume usage at the Ordot Dump
Installed a scale at the Ordot Dump so that all trash disposed there is now accurately weighed
Established and maintained a website (www.guamsolidwastereceiver.org) to facilitate continued

regular communications with the media and public

Layon Landfill Construction, Design and Permitting

19.
20.
21.
22.

23.

24.

Procured contractors and executed contracts for all construction work needed to complete the
Layon Landfill

Completed the Hydrogeologic Assessment, which has been approved by Guam EPA

Conducted a leachate treatment feasibility study

Reached an agreement with Guam Waterworks Authority (GWA) for the treatment of leachate at
the Inarajan wastewater treatment plant

Obtained the Solid Waste Facility and the Air Pollution Control permits—a major milestone in the
23-year-long process of closing the Ordot Dump and building a modern solid waste disposal facility
on the island

Managed construction of the Layon Landfill, including earthwork for Cells 1 and 2, the Access Road,
landfill entrance facilities, liner systems and utilities; construction is nearing completion

Financial and Capital Funding

25.

26.

27.

28.

29.

Managed several procurements for work on Consent Decree projects, including the closure and
post-closure plan preparation for the Ordot Dump, and for the operator of Layon Landfill, transfer
station and transport services

Developed and achieved Court approval of the estimated capital funding needs to implement
Consent Decree projects

Assisted the Court and the Government of Guam in achieving full funding of the required capital
funding through sale of Section 30-backed bonds

Established Receiver Trustee Accounts to manage the capital funding and assure proper control of
funds and timely payment of contractors and vendors

Phased in new fees for commercial and residential trash customers
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30. Achieved SWMD operating expenses that have been consistently under budget

31. Implemented systems incorporating new technology needed to manage customer accounts and
assure revenue to pay for operations and required capital projects

32. Negotiated a Letter of Intent with the Military for the Military’s use of the Layon Landfill. This Letter
of Intent was signed by Governor Camacho, Admiral Biesel, Captain Lynch and the Receiver

These accomplishments would not have been possible without the support of the District Court, the
hard work and dedication of the employees of the SWMD, and the cooperation of the current and past
governors and their administrations. We are pleased that during our three years of work for the Court,
significant advances have been made that will benefit the people of Guam.

We now turn our attention to a more in-depth discussion of the work completed in the two quarters
ended March 31, 2011. Since our last quarterly report in December, we have continued working to
bring Guam into compliance with the Consent Decree. There has been significant progress in
construction of the Layon Landfill. Major portions of the Access Road are now paved, electrical lines
energized, and stormwater conveyance systems installed. At the landfill, liner work in the cells is now
completed, and the water system has been installed. In addition, the entrance area is paved, truck
scales are installed, the leachate collection system is connected, and all building construction is in final
phases of completion.

The SWMD's operations continued to improve, with increases in productivity and efficiency. During the
reporting period, 99.7 percent of trash collections were made on time, and three new trucks have been
purchased to reduce delays due to mechanical issues. The Receiver has also fully implemented the
Curbside Recycling Pilot Program for 1,000 SWMD customers and has been collecting and evaluating
data in order to assess the feasibility of expanding the program island wide. In addition, we have
procured the equipment needed for the curbside collection of metallic and bulky waste items, which we
expect to begin during 2011.

In the financial area, operating expenses for the first half of FY2011 were significantly under budget, and
we are actively reducing the number of residential customers whose accounts are delinquent. We can
now report that the estimated cost of the Layon Landfill is significantly below earlier estimates due to
the stringent bidding process, the weakened economy that encouraged more aggressive bidding and
lowered petroleum prices, and overall management of the Consent Decree projects. We have now
established the new bank accounts authorized by the Court, and we continue to revise and refine the
rate recommendations we have made to the Public Utilities Commission, taking into account new
information that will have an effect on rates. Finally, we have continued to work with the Military to
advance an agreement for their participation as a customer of Guam’s solid waste system.

In this Report, we present the following updates for October 1, 2010 through March 31, 2011:

Layon Landfill Construction, Construction Management, Design and Permitting
Operations of the Solid Waste Management Division

Curbside Recycling Pilot Program

Metallic and Bulky Waste Collection Program

P WNRE
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Household Hazardous Waste

Contract Management and Procurement
Financial Issues and Capital Funding
Next Steps

© N oW

1. Layon Landfill Construction, Construction Management, Design and
Permitting (October 2010 — March 2011)

Construction

Through the last quarter of 2010 and first quarter of 2011, significant progress was made in completing
all aspects of the Access Road, utilities, and Layon Landfill construction. During this six-month period,
significant portions of the Access Road have been paved, electrical lines energized, and stormwater
conveyance systems installed. At the landfill, liner work in the cells is now completed, the water system
has been installed, the entrance area has been paved, truck scales have been installed, the leachate
collection system is now connected, and all building construction is in the final phases of completion.

Additional accomplishments in this period include the completion of the baseline groundwater
monitoring program, initiation of the Inarajan wastewater treatment plant and marine waters
monitoring program, and improvements at the Inarajan wastewater treatment plant.

Access Road and Utilities
During these last two quarters, the contractor, Core Tech International (CTl), continued its focus on the

utility construction along the new roadway portion of the project and has made marked progress; the
new underground power supply to the entrance facilities is now energized and a majority of the Access
Road has the structural pavement course, or first layer of asphalt pavement, now in place. CTI has
completed the difficult gravity line construction and, in the current dry season, is no longer dealing with
deep, wet excavations. During the Receiver’s site visit in March, CTI, the construction manager, Winzler
& Kelly (W&K), and the Receiver continued to address current construction progress and the changes
needed to maintain and improve progress. As of the end of March, CTl is slightly behind its construction
schedule but still anticipates meeting contract deadlines. CTl is committed to providing additional labor,
modifying methods and working longer days to complete the work.

Milestones at the end of March 2011 include the following:

e Completed pavement of the first layer (course), a 40-foot wide section, from the
entrance facilities to station 150+00 with approximately 15,000 linear feet of
roadway paved

e Energized the new underground main power distribution line from existing
power supply at Station 109+00 to the entrance facilities; this line has been
providing power to the entrance facilities since early February, supporting the
completion of work by Black Construction Corporation

e Installed the gravity sewer line and connected it to system manholes
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e Installed the forcemain sewer line, which is being tested for acceptance and
transfer to GWA

e Installed the 12-inch and 6-inch water distribution lines, which are in the
process of being pressure tested and disinfected for acceptance and transfer to
GWA

e Constructed wet wells and equipment enclosures of pump stations 3 and 4

Other CTI work underway consists of installing underground power connections to existing GPA
aboveground systems within the residential areas, and telephone and cabling conduits. Traffic control
continues to maintain access through the Route 4 and Dandan Road intersection, ensuring entry to
Talofofo Falls Resort and properties along the entire roadway. Talofofo Falls Park tourists and tour
buses now have the use of the newly paved portions of the Dandan and Access roadways. All work
continues to include quality control testing and environmental controls and management. Along Route
4, the forcemain sewer line that will connect the landfill with the Inarajan Wastewater Treatment Plant
(WWTP) is complete with the exception of the bridge crossing. Acceptance pressure testing is being
performed on installed pipe and will continue into April.

Along Dandan Road, utility improvements continued with underground residential utility construction
for future connection to individual properties. This work is closely coordinated with the residents and
Mayor of Inarajan to the greatest extent practicable. Safety remains a main concern throughout the
project site, especially in the residential areas. CTI has been especially vigilant during school bus pickup
and drop-off times with controlled crossings and attentive flagmen.

Throughout all trenching and excavation work for the installation of underground utilities, the Receiver
maintained the continuous presence of an archaeological resource monitor in accordance with the
approved archaeological monitoring and mitigation plan. In early March, three burial sites and a
portion of a fourth were discovered under the existing roadbed and utility lines of Dandan Road at
Chalan Kafa and Chalan Kamuti. The Guam Historic Preservation Office (HPO) was immediately notified
and consulted regarding the finds, and a mitigation plan was approved and put in place. This work was
performed by the archaeological consultant, SWCA Environmental Consultants, with guidance from HPO
in addressing this area. The contractor was also able to adjust certain aspects of the utility construction
and roadbed work to further mitigate impacts.

At the time of the preparation of this Report, CTI had continued to increase its production rate.
According to their latest schedule, taking into account the adjustments made, there is no anticipated
change in the final work completion date of April 27, 2011.

Figure 1 presents their progress.
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Figure 1

Construction Progress: Access Road and Utilities

Access Road and Utilities
Project Time vs Project Completion
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Landfill Entrance Facilities and Cells 1 and 2
During the last two quarters, the contractor, Black Construction Corporation (BCC), continued to make

significant construction progress in the entrance area, and restarted and completed liner activities by
mid-March 2011.

During the first quarter of 2011, BCC restarted the remaining liner construction in Cell 2, completing full
installation of the entire liner system on March 11, 2011. Certified liner installation crews used seaming
equipment to weld the liner sheets together across the cells. At the same time, Vector Engineering,
W&K's liner installation quality control specialist, performed full-time quality control inspection, testing
and construction oversight of the liner work. Concurrent with the restart of the liner work in Cell 2 was
the start of the horizontal gas collection lines and raincap installation in Cell 1 and gravel window
trenches in Cell 2. The gas collection lines will provide initial gas collection as the cells are filled while
the gravel window trenches will enhance leachate collection to the sump area. The raincap, while not
part of the liner system, provides a barrier to prevent stormwater from becoming leachate, and is
progressively removed as the cells are filled.

At the close of this first quarter of 2011, BCC had installed more than 50 percent of the gas trenches,
gravel windows and raincap system across both Cells 1 and 2. This work is anticipated to be completed
by the end of April 2011.

Construction of the entrance facilities progressed in this quarter with BCC completing much of the
rough-in work for the mechanical, plumbing and electrical systems of the administrative, mechanical
and emergency generator buildings. Interior wall framing is complete in the administration building.
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BCC has initiated work on a number of new structures, including the water storage tank, equipment
washdown area, oil/water separator, fuel storage facilities, stormwater management structures (such as
storm drainage pipes and grassed swales), permanent electrical supply, area lighting, and curb and
gutter construction.

Below is a summary of the work progress in the last two quarters:

e Completed liner work in Cell 2

e Completed placement of soil protection layer in Cell 2

e Installed 50 percent of gravel windows within the soil protection layer

e |Installed 50 percent of the horizontal gas collection system

e Initiated installation of the raincap system

e Installed and tested the oil/water separator

e Completed the installation of three storage tanks — water, subdrain and leachate storage tanks

e Installed all electrical distribution lines in the entrance facilities

e Completed all major structural concrete work for the buildings

e Completed all interior build-out (partition walls, insulation, tile, plumbing, electrical,
mechanical) of the mechanical, administrative and emergency generator/pump house buildings

e Installed all exterior building improvements, including windows, typhoon shutters and final
painting

e Completed final placement of base course gravel and paving

e Installed all concrete curbing and area lighting in entrance area

e Finished all Pond 2 concrete spillways, stormwater control structures and pond grading activities

BCC has worked diligently with the construction manager to meet the required specifications for the
project as well as to develop shop drawings to clarify the construction plans. BCC personnel attend
weekly construction meetings, which are conducted by the construction management (CM) team, to
maintain coordination and progress with the schedule. Throughout this quarter, BCC continued to make
good progress and remained on track, slightly ahead of their overall construction schedule. Figure 2
shows their progress.
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Figure 2

Construction Progress: Landfill Entrance Facilities and Liner Systems, Cells 1 and 2

Layon Landfill - Entrance Area & Cells 1 and 2
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Figures 1 and 2 show the percentage of work that is physically complete relative to the project time
expended through the end of March 2011. During both quarters, CTI progress has increased and BCC has
continued to show progress slightly ahead of schedule.

Groundwater Well Installation and Monitoring
Through March 2011, EA Engineering Science and Technology (EA) formally completed all groundwater

sampling events called for in the Baseline Monitoring Program. These events were completed as
scheduled and on time, and a monitoring report was prepared for each event. Each monitoring report
documented the event and presented the data gathered. The Receiver regularly provided monitoring
reports to the Guam Environmental Protection Agency (GEPA) and the U.S. Environmental Protection
Agency (EPA) as the program was implemented. The final event report (No. 8 — March 2011) will be
provided in early April 2011. The data generated in the Baseline Monitoring Program have been used to
generate the Detection Monitoring Plan (DMP). This DMP will be implemented when the Layon Landfill
is in operation. The draft Final DMP was submitted to GEPA and EPA in early January, providing
sufficient time for review and comments to be incorporated into the DMP prior to its implementation
during landfill operations. EPA and GEPA both provided responses, which have been incorporated into
the DMP. The Final DMP, with EPA/GEPA comments incorporated, will be provided to the agencies by
early April 2011. The first monitoring event of the DMP is scheduled for October 2011, following the
initiation of operations at the landfill.
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Previously, GEPA had inspected monitoring wells at the site that existed before the Receivership was in
place and provided a report noting deficiencies in some of the wellhead covers. BCC will perform the
corrective actions to the wellheads in the coming quarter with EA oversight to ensure they are
performed correctly. A report of this work will be provided to GEPA when it is completed.

Construction Management

The construction management (CM) consultant, Winzler & Kelly (W&K), is tasked with oversight of both
CTl and BCC’s construction activities. W&K continues to effectively implement the construction
management plan, coordinating the construction work between the two contractors and facilitating the
progress of the work. For the past two quarters, W&K has continued to perform the following tasks:

Daily and weekly construction inspection and reporting

Management of weekly construction meetings and preparation of meeting minutes
Request-for-information (RFI) and submittal management and processing

Pay request submittal and review processing

Stormwater Pollution Prevention Plan inspection and reporting

Construction Quality Assurance Plan for liner and non-liner installation

Project documentation and as-built documentation

Coordination with utility companies for system inspections and clearances

Of particular performance to note is the work W&K has done to coordinate effectively with the Guam
Historic Preservation Office (HPO) of the Department of Parks and Recreation. Burial remains were
discovered within the right-of-way of the Access Road. W&K, with the support of the archaeological
consultant, SWCA, was able to immediately mobilize additional staff, prepare an additional mitigation
plan, obtain approval of HPO for the removal of remains and then quickly execute the plan. At the time
of preparation of this Report, the Access Road contractor has not suffered any delays resulting from this
activity.

Vector Engineering, which has provided independent, third-party expertise that is integral to the W&K
CM team to ensure that the contractor uses the proper liner materials and that those materials are
properly installed, has continued to maintain its presence on-site over the last six months. This work is
accomplished by expert field staff and management review of the liner material submittals, installation
procedures, and conformance testing to ensure that this critical aspect of the construction meets the
requisite high standards.

Following the demobilization of the liner installation subcontractor in mid-September, Vector retained
minimum required staff to maintain oversight throughout the remainder of the rainy season of BCC's
placement of the three-foot soil protection layer over the liner materials, to ensure the liner is not
damaged. Vector remobilized its remaining staff in late January to coincide with resumption of the
remaining liner installation by the contractor and the placement of the raincap over the soil protection
layer. With the final placement of soil protection material completed on March 11, 2011, Vector has
focused its attention on the placement of the raincap, horizontal gas collection lines and the gravel
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window trenches in the top of the soil protection layer. This third party expert continues to be a
valuable on-site asset to oversee the final work in the cells and provide firsthand knowledge to the
landfill operator that will be mobilizing to the site in April.

In the coming months, the CM team will be coordinating the final Access Road utility system checks with
the relevant agencies for eventual turnover of the improvements to the appropriate agencies. This will
require those agencies, such as GWA, DPW and Guam Power Authority (GPA), among others, to give
priority to scheduling system tests and expediting sign off on CM construction inspection documentation
when the Access Road contractor, CTl, is ready to turn over the system’s management and maintenance
to those agencies. As indicated in an earlier section of the Report, the new underground power supply
to the landfill site from station 109+00 along the Access Road has already been energized and turned
over to GPA. The Receiver appreciates the attention GPA has given to this process and in expediting the
work to get it turned over early.

Design

Construction Design Support Services
Design services provided by the Engineer of Record (EOR), TG Engineers, PC (TG), continue to address

construction RFls, submittal reviews, design clarifications or revisions to improve ease of construction,
operation and maintenance, and to address changed conditions encountered at the site. This activity is
declining as construction nears completion. The Receiver will continue to involve TG in the final project
documentation and sign offs as the Engineer of Record.

Stormwater Pollution Prevention Plan
The EOR recently revised the Stormwater Pollution Prevention Plan (SWPPP) for landfill operations and

submitted it in early March to EPA/GEPA for review. This latest version incorporates new guidance and
requirements from the 2008 Multi-Sector General Permit guidance for stormwater discharges at
industrial sites. Comments from EPA/GEPA will be incorporated into the plan and made final for use
during operations. The construction SWPPP covers the activities at the site until construction is
completed.

Layon Landfill Leachate Management Design
As reported in our last Report to the Court, Brown and Caldwell (BC) had initiated design work for the

initial improvements at the Inarajan Wastewater Treatment Plant, consisting of the installation of new
wastewater influent and effluent quality-monitoring equipment, replacement of influent and effluent
flow-monitoring equipment, the replacement of old aerators with new higher efficiency aerators, and
replacement of old valves with new ones for the treatment plant’s aeration basins. The initial designs
are completed and have been reviewed, permits obtained and task orders issued for the installation of
these improvements. This work will aid in the collection of influent and effluent wastewater
characteristics as well as improve the performance of the aeration basins and allow for the recovery of
some operational flexibility.
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During the first quarter of 2011, BC also initiated the design work for future improvements to the plant.
These designs are to be used for the construction of improvements at the plant should certain
performance triggers be reached as a result of leachate flows to the plant. A 30 percent design was
submitted for review by GWA in mid-February. Comments were received and incorporated into the 90
percent design submittal prepared at the end of March. This 90 percent design is to be provided to GWA
and GEPA/EPA for review and comment. The objective of the preparation of the construction plans and
specifications for these future improvements at this time is to reduce the amount of time needed to put
these future improvements in place should they be needed.

Monitoring
At the present time, both influent and effluent wastewater sampling has commenced on a twice-weekly

basis to establish baseline wastewater characteristics before leachate is added to the influent. Marine
monitoring at six sample locations is also being performed five times a month for coliform enterococci,
and monthly for all other parameters. Data from marine monitoring will also be used to establish pre-
leachate conditions.

It is our understanding that EPA has requested certain information from GWA to support a National
Pollutant Discharge Elimination System (NPDES) permit application. Much of the influent and effluent
data EPA requested are currently being collected under the sampling and analysis plan performed by the
Receiver for the Layon Landfill. However, there are several parameters that are not being analyzed.
GWA has requested the Receiver to collect additional samples and perform further laboratory analysis
to support their information needed for EPA. The Receiver has agreed to provide the sampling and
analysis requested by GWA over a three-month period. We have been assured by EPA that this
permitting process will not delay the opening of the new landfill.

All the design and monitoring work for Layon Landfill leachate management has been performed in
accordance with the recommendations of the Layon Landfill Leachate Treatment Suitability Study,
November 2009, and in close coordination with GWA, GEPA and EPA.

Ordot Dump

During the two quarters just ended, the Receiver completed the procurement process for consultant
services for the closure of the Ordot Dump. This procurement is discussed later in this Report, and
represents a critical milestone in the effort to both close the Ordot Dump and mitigate the
environmental damage from the dump.

The Receiver continued to implement the interim filling plan and closely monitor air space use at the
Ordot Dump. Figure 3 compares the remaining days with the days of construction left to completion of

construction of the Layon Landfill.
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Figure 3
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In addition to the construction of the landfill, we must also consider the bridge construction presently
underway. Based on the current construction schedule for these bridge projects, the ability to transport
fully loaded trucks from the Commercial Transfer Station to the Layon Landfill will not be in place until
early August, making the likely opening date of the landfill mid-August to September 1, 2011. While our
earlier calculations indicated that airspace at the Ordot Dump would be exhausted by mid-summer, with
continued careful management, we anticipate that sufficient airspace will be available to allow the
Ordot Dump to remain open until these bridges are completed for southbound traffic if they are
completed on the current schedule.

Permitting

Solid Waste Facility and Air Pollution Control Permits for the Layon Landfill
The Receiver regularly informs GEPA and EPA of construction work progress by providing updated,

detailed overall construction schedules and three-week look-ahead sub-schedules, which are valuable
tools on a week-to-week basis. This information helps both GEPA and EPA schedule regular site visits to
check progress and monitor environmental conditions. In addition to the schedules, the Receiver
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continues to conduct teleconferences with GEPA and EPA representatives every two weeks to report
project status and discuss regulatory matters as work proceeds.

As stated in the section regarding groundwater well monitoring and installation, the DMP is a part of the
Solid Waste Facility Permit for the landfill and has been submitted and finalized as part of the overall
Solid Waste Facility Permit. Another part of this permit, and the remaining permit condition of the Solid
Waste Facility Permit to be satisfied, is the submission of the Construction Quality Assurance Report that
documents the proper installation of the liner systems as observed and certified by the independent
third-party quality assurance expert, Vector Engineering. Following the completion of the remaining
horizontal gas lines, gravel windows and raincap, Vector Engineering will have compiled and certified the
report. The Engineer of Record, TG Engineers, PC, will also sign a concurrence for this report to
complete the construction record.

Building and Environmental Permits for Construction
During the quarter’s construction activities, the contractors and CM team continued to observe the

conditions of the building and environmental permits, including archaeological monitoring,
environmental protection plan implementation, erosion and sediment control, stormwater
management and monitoring, and air pollution control. Any changes to the design plans are provided to
GEPA and DPW as necessary to revise and update the permit plan. Concurrent with the monitoring of
the building permit conditions, the building contractors and CM consultants continue to monitor and
manage environmental permit conditions for all the construction activities.

As the construction activities are nearing completion, cooperation is needed from the various agencies
for the testing and transfer of certain utility improvements as follows:

e Access Roadway/Dandan Road: New secondary roadway from the Layon Landfill
property to Dandan Road and improved Dandan Road to the Route 4 intersection

e Power: Service extension of GPA power line along Dandan Road and along the new
Access Road, terminating at the Layon Landfill property

e Telephone: Service extension of GTA Teleguam line along Dandan Road and along the
new Access Road, terminating at the Layon Landfill property

e Cable: Service upgrade to optical fiber and extension of MCV Broadband line along
Dandan Road and along the new Access Road, terminating at the Layon Landfill
property

e Water: Service extension of line along Dandan Road and along the new Access Road,
terminating at the Layon Landfill property

e Sewer: New service extending from the Layon Landfill property along the new Access
Road, along Dandan Road to the Route 4 intersection and southward along Route 4 to
the Inarajan main pump station; this new service includes two new sewer pump
stations on new property acquired for that purpose

e Inarajan WWTP (Initial Improvements): Includes new equipment and enclosures for
flow sampling, flow monitoring and six new aerators
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Close coordination is also needed from DPW to effectuate a smooth transfer and issuance of occupancy
permits needed for the landfill operator to assume its responsibilities for the site and site facilities. To
date, GPA has already taken over the new underground power system, recently energized, from the
entrance facility to the temporary power hookup at Access Road station 109+00. This transition was
smooth, and we look for all of the transfers to be handled as well with the other utilities and agencies
involved.

We are currently working with the Attorney General to develop the documents needed to formally
transfer these assets to the proper utilities. Our CM and Contractors will continue to work closely with
the agencies to effectuate a smooth transfer and issuance of occupancy permits.

Stormwater Pollution Prevention Plan and Spill Prevention Countermeasures Control Plan
In March 2011, the Stormwater Pollution Prevention Plan (SWPPP) was updated and revised to take into

account either recent EPA guidance or changes to the facilities. The SWPPP was recently submitted to
GEPA and EPA for review and comment. The Spill Prevention Countermeasures Control (SPCC) Plan is
also being revised to take into consideration enhancements to the fuel storage system and will be
submitted to GEPA and EPA for review and comment. These plans will be implemented by the landfill
operator when it mobilizes to the site and begins operations.

2. Operations of the Solid Waste Management Division

Ongoing Services and Efficiencies

During the past two quarters, collection crews were able to maintain a high level of service and collect
from all routes on the designated service day. As the Court will recall, when the Receiver arrived on
island, the SWMD only had one working trash collection vehicle. The Receiver immediately purchased
five new collection vehicles and repaired many of the old vehicles, which had been purchased in 1994.
Recently, we replaced three additional collection vehicles, which each have full three-year warranties.
These new collection vehicles will help resolve many of the collection fleet’s mechanical problems.

Active residential customers have declined since we began enforcing the delinquent accounts policy but
remain nearly 5,000 above the number of paying customers that existed in the old system. Figure 4
illustrates these changes since the new system became effective.
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Figure 4

SWMD Residential Customers
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Weekly Trash Collection

Figure 5 illustrates the high percentage of on-time collections and the low number of complaints the
SWMD has received for missed collections. From October 2010 to March 1, 2011, the SWMD made a
total of 436,631 collections of which 435,580 or 99.7 percent were on time. The total number of missed
collections was 1,051, which is a little more than one quarter of one percent of all collections — a very
low rate of missed collections. As of the preparation of this Report, the month of March continues on
track to match the previous months of successful collections.

Gershman, Brickner & Bratton, Inc. Page 15 of 46 April 14, 2011



Figure 5

Customers with On-time Collection, October 1, 2010 — March 1, 2011
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Cart Repairs
From October through March, there were no repairs needed to the Toter carts used for trash and

recycling collection. The Toter carts provided to SWMD’s customers are holding up well to the work
demands and weather.

Transfer Stations

The SWMD operates three transfer stations and the Ordot Dump, which receive three types of materials
from residents: household trash, cardboard, and glass bottles and jars. When the containers are full, the
SWMD transports these materials for recycling or disposal, as applicable. Cardboard is hauled to a
recycling processor on island where it is baled and shipped overseas to be processed into new
cardboard. Glass bottles and jars are transported to the Ordot Dump, where they are crushed and used
as alternative daily cover. Household trash also is taken to the Ordot Dump where it is disposed. Figure
6 shows the number of customers using these facilities from October 2010 through March 11, 2011, and
Figure 7 shows the cubic yards of material these transfer stations and the Ordot Dump received from
direct haul by residents during the same time period.
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Figure 6

Customers at Transfer Stations and Ordot Dump, October 1, 2010 — MARCH 11, 2011

Customers

Odot
Malojloj
Dededo

Agat

0 2,000 4,000 6,000 8,000 10,000 12,000

Figure 7
Cubic Yards of Material Received at Transfer Stations and Ordot Dump,

October 1, 2010 — March 11, 2011
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When the amount of material is divided by the number of direct haul customers, the average amount of
material per customer for all four transfer stations is approximately equal at 3 cubic yards per customer.

When the Ordot Dump closes later this year, the transfer station at the Ordot Dump will also close.
Customers who currently use the Ordot Dump transfer station will most likely use one of the three
remaining transfer stations. It also is reasonable to conclude that the Military buildup will result in an
increase in the use of these transfer stations. In addition, the Solid Waste Facility Permit for the Layon
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Landfill requires that the transfer stations be permitted by GEPA. The Receiver currently is developing
plans for the redesign of these facilities to obtain the permit approvals required as a condition for the
Solid Waste Facility Permit issued for the Layon Landfill. The redesigned facilities also will better
accommodate a growing number of customers and improve the efficiency of transporting materials
from these facilities. In addition, the Receiver is evaluating adding a transfer station behind the SWMD
offices at the Department of Public Works that would be part of the household hazardous center being
considered for this location.

The first step in this process for improving the transfer stations and the SWMD facility at the DPW
compound has been to review these facilities for needed safety improvements. This process has been
completed, and the safety improvements to protect the public and the workers have been implemented
via an emergency contracting process designed to ensure that the work was completed as soon as
possible. The additional improvements needed for these facilities will be identified and implemented in
the normal course of business in coming months.

Personnel

The number of SWMD employees has continued to remain constant during recent quarters. As of
March 20, 2011, there are 49 Government of Guam employees and 9 temporary/contracted staff
working in the SWMD, totaling 58 workers. This is a reduction of about 41 percent when compared to
the 99 employees of the SWMD when the Court appointed the Receiver in March 2008. The SWMD,
however, is in the processes of recruiting two new managers to work with the current management
team.

3. Curbside Recycling Pilot Program
Overview

The Receiver has fully implemented the Curbside Recycling Pilot Program, which it presented to the
Court at the Receiver’s August 2010 Status Hearing. On August 20, 2010, the SWMD issued a Request
for Expression of Interest for Recycling Processing Services for the Curbside Recycling Pilot Program. The
SWMD received one response on September 20, 2010, and, following procurement procedures, initiated
a contract with Guahan Waste Control, Inc. to process recyclables. Simultaneously, the SWMD worked
with cart manufacturer, Toter, Inc., to provide 1,000 carts for this pilot program in the most economical
way possible. Instead of purchasing different recycling carts that may not be used if the pilot program
does not become implemented island wide, the SWWMD purchased the same size brown carts that it
uses for its trash collection service but with a different color (green) lid designating the cart for recycling.
The Receiver developed educational stickers for the recycling carts that were affixed to the top of the
cart lids to further help distinguish them from the trash carts and provide recycling instructions.
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In September 2010, the SWMD began meeting with the neighborhoods and communities selected for
the pilot as well as with Village Mayors and the Council of Mayors to both refine the areas for this pilot
program and to educate residents about the purpose of the program. The SWMD worked with the
University of Guam’s (UOG) Green Army to assist in this educational process. UOG student and faculty
representatives both attended neighborhood meetings as well as went door-to-door to inform residents
about the proper use of the recycling cart.

In late October 2010, the SWMD began to roll out the Curbside Recycling Pilot Program in the North,
ending in the South in January 2011. During this time, the SWMD delivered 1,000 carts to customers in
good standing and began recycling collection soon after the carts were delivered. Table 1 lists the
names and locations of the communities that are participating in the pilot program, the number of
homes in each community, and the dates the SWMD initiated recycling collection.

Table 1
Recycling Pilot Locations and Start Dates
Mumber of Date Collection
Area Location Homes Began
Morth Summer Palace 78 11/2/2010
Morth Ypaopao/Paradise Estates 288 11/2/2010
Morth  Marianas Terrace, Yigo 4 11/22/2010
Central  Hyundai Housing Toto 71 12/2/2011
Central Sinajana Village 222 12/2/2011
Central  Mimitz Hill Estates, Piti 121 12/2/2011
South Santa Rosa, Santa Rita 80 1/7/2011
South Baza Gardens, Yona 76 1/10/2011

Table 2 shows that the distribution of households participating in the pilot program is representative of
the distribution of SWMD’s current weekly trash customers.

Table 2
Customer Location for Trash and Recycling Collection
Area Percentage of SWMD Customer Percentage of Participant Households in
Households Living in Area Pilot Recycling Program
North 43.19% 43.19%
Central 39.33% 39.33%
South 17.48% 17.48%

In order to minimize collection cost, the SWMD uses the same collection vehicle for recycling collection
in the afternoon that it uses to collect trash in the morning. SWMD collection crews begin their workday
at 4:00 a.m. and collect trash, filling the truck up as many as three times during a typical workday. After
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emptying the final load of trash at the Ordot Dump, the driver brings the collection vehicle back to the
SWMD yard where a second crew takes over to collect recycling on scheduled pick-up days. The
material is taken to the processor where it is hand sorted, placed into separate containers, and weighed
in six (6) categories (old corrugated containers, mixed paper, plastics #1 and #2, aluminum cans, and bi-
metal cans and non-recyclable materials). The non-recyclable materials are disposed at the Ordot
Dump.

The recyclable materials are all processed and delivered to end-users for beneficial use. Corrugated
containers (what is commonly referred to as “cardboard”) are baled by the processor and shipped
overseas where they are made into new corrugated containers. The market price for each ton of
cardboard is currently $150.00. In the beginning of the pilot, mixed paper was used by the University of
Guam in its composting operation; however, the processor now has begun to bale the material and once
enough has been collected, the processor will send it overseas to a paper mill where it will be processed
into new paper products. The current per-ton price for mixed paper is $120.00. Aluminum cans are
given to the IRecycle Program on Guam, which sells the cans to benefit Guam’s schools. As of March 11,
2011, the Recycling Pilot Program provided the IRecycle organization with aluminum cans worth at least
$2,168. Plastics PET and HDPE as well as bi-metal cans are delivered to a local scrap dealer. The plastics
provide no revenue at this time because of low commodity prices and the small quantity collected on
Guam, but the bi-metal cans currently are valued at $30.00 per ton. Table 3 shows the materials
currently collected in the Curbside Recycling Pilot Program.

Table 3
Materials Recycled in Curbside Pilot Program

Examples: Cardboard, mixed paper (magazines, catalogs, newspapers, copy

Fiber
paper)

Aluminum and Bi-

Examples: Soda, beer, juice, pet food, vegetable and soup cans
metal Cans P J P g P

Examples: Clear and colored plastic bottles and containers with a #1 or #2
recycling symbol, such as those for soda, milk, laundry detergent, and
water

Plastics (PET & HDPE)

Total Weight and Contamination

From the time recycling collection began in early November 2010 until mid-March, the program has had
75 collection days. Table 4 shows the total weight of the material collected during this period, the
weight of recyclables and the weight of contamination (unrecyclable materials).

The percentage of contamination in the cart indicates whether customers are following the rules and
understand which items go into the recycling cart. A contamination rate of 5 percent or less is
considered excellent while a contamination rate of 10 percent is viewed as tolerable. However, as the
contamination rate increases to double digits, so do the problems. Sorting recyclables from trash takes
time and increases costs, and if machinery were to be used to separate large volumes of recyclables
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from large volumes of trash, the process would be significantly slowed. Thus far, the contamination rate
in the Curbside Recycling Pilot Program is 14 percent by weight.

Table 4

Total Recycling Collection by Weight and
Contamination

Collection Type Pounds Tons
Total Material Collected 101,501.40 50.75
Total Recyclables Collected  87,290.60 43.65
Contamination 14,210.80 7.11
Percent of Contamination 14% 14%

Table 5 shows the weight and percentage of recyclable materials collected for each category but does
not include the percent of contamination.

Table 5
Total Recyclables Collected by Category
Material Type Pounds Tons Percentage
Cardboard 28,506.00 14.25 33%
Mixed Paper 29,740.80 14.87 34%
PET/HDPE 15,709.80 7.85 18%
Aluminum Cans  8,902.00 4.45 10%
Bi-metal Cans 4,432.00 2.22 504

Recycling Rate

As might be expected, SWMD customers who are participating in the Curbside Recycling Pilot Program
are placing less trash at the curb for collection than customers who are not participating in the program.
From October 2010 through March 2011, the SWMD residential customers placed an average of 204.63
pounds of trash at the curb each month. However, based on the data gathered so far in the Curbside
Recycling Pilot Program, each month the SWMD customers in the pilot program placed at the curb
160.98 pounds of trash (this includes the contamination in the recycling cart) and, excluding the
contamination, 43.65 pounds of recyclables. The recycling rate for the Curbside Recycling Pilot Program
currently stands at 21 percent, as Table 6 illustrates.
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Table 6

Trash and Recycling Totals for Pilot Households and Non-Pilot Households

Program Type Monthly Recycling Rate
Mo Recycling: Average Trash Pounds Per Household 204.63 N/A
With Recycling: Average Trash Pounds Per Household  160.98
Average Recycling Pounds Per Household 43.65 21%

Set-out Rate

The set-out rate for the Pilot Recycling Curbside Program thus far is at 56 percent. Set-out rates are
calculated by dividing the number of carts set out for collection by the total number of customers
scheduled for collection on a given day. Recycling set-out rates indicate whether the recycling program
is being used and the extent of demand for collection on specific routes, both of which determine
operational requirements. For example, with a 100 percent set-out rate, the collection vehicle will take
roughly twice as long to collect that route than if there were a 50 percent set-out rate. Set-out rates,
however, are not an accurate indicator of participation because a household may be filling the cart up
with recyclables but simply has not set it out for every collection provided, and a set-out rate cannot tell
us the degree to which the household effectively separates recyclables and places them in the recycle
cart.

Three Collection Schedules

In order to determine the effect of different collection schedules on recycling tonnage, contamination
and set-out rates, the SWMD has placed each of the 1,000 participant households on one of three
collection schedules: once a month, twice a month, or every week. Table 7 shows the locations of
participants and their collection schedules.
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Table 7

Collection Schedule by Location of Participant
Households
Location Collection Schedule
Summer Palace Monthly
Hyundai Housing Toto Monthly
Santa Rosa, Santa Rita Monthly
Marianas Terrace, Yigo Twice a Month
MNimitz Hill Estates, Piti Twice a Month
Sinajana Village Weekly
Baza Gardens, Yona Weekly
Ypaopao/Paradise Estates Weekly

Table 8 compares the results for each of the three collection schedules. The set-out rate increases from
a low of 54 percent for ‘every week’ collection to 69 percent for ‘once a month’ collection.
Contamination is relatively equal among all three collection schedules, with the least contamination in
‘once a month’ collection group and the most in the ‘every week’ collection group. For the average
amount of pounds set out for recycling over the course of a month, the ‘every week’ collection group

has the highest amount at 50 pounds and the ‘once a month’ has the lowest at 20 pounds.

Table 8

Recycling Data from Three Collection Schedules

Categories Once a Month Every Week Twice a Month
Number of Recycling Collection Days 12 45 18
Set-out Rate 69% 54% 63%
% of Cardboard 30% 28% 27%
% of Mixed Paper 31% 28% 33%
% of PET/HDPE 14% 16% 14%
% of Aluminum Cans 7% 9% 8%
% of Bi-metal Cans 6% 4% 5%
% of Contamination 12% 15% 13%
Total Average Pounds Per Household per
Collection 23.03 13.62 19.17
Average Recycling Pounds Per Household per
Collection 20.28 11.63 16.65
Recyclables (Pounds) Per Household per
Month 20.28 50.38 33.29
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Next Steps

The Receiver and SWMD will continue to track the recycling data from the participants of the Curbside
Recycling Pilot Program and provide an update in our next report to the Court. When we have analyzed
a year’s worth of data, the Receiver will develop collection and processing scenarios with associated
projected costs for implementing an island-wide residential curbside recycling program.

4. Metallic and Bulky Waste Collection Program

Overview

In August 2010, the Court approved a curbside collection system for metallic and bulky items. This
service will provide SWMD customers with curbside collection of large items and appliances such as
mattresses, sofas and washing machines. According to the plan approved by the Court, customers will
request collection service by calling the SWMD’s customer service center, which will assign a day that
the material needs to be placed at the curb. The island will be divided into three zones: North, Central,
and South. To ensure maximum efficiency in collection and reduce the need for drivers to service
multiple zones, requests from each zone will be clustered together for service on the same day. The
SWMD will provide two free collections a year to customers who make an appointment. For additional
collection service, the SWMD will invoice the customer for $25.00 per pickup. The SWMD will use a
knuckle-boom grapple-hook vehicle for collection. The knuckle-boom grapple-hook acts as a hydraulic
metal hand to grab and lift both small and large items and place them in a trailer for transport to the
disposal site. The materials collected in this program will be recycled to the extent practical.

Equipment

The SWMD has acquired the equipment needed for the program. The SWMD purchased two roll-off
trucks and two roll-off beds with a knuckle-boom grapple-hook built into each bed that can be loaded
onto the roll-off trucks and used for metallic and bulky waste collection. When the trucks are not used
for collecting metallic and bulky material, the crews can set the knuckle-boom grapple-hook on the
ground in a few minutes and the truck can then be used to replace the SWMD’s roll-off containers at the
transfer stations. These two dual purpose trucks have greater value for the SWMD than if they could
only be used for one type of collection service.

Schedule

During the next quarter, the Receiver will select from among current SWMD operators the drivers for
the new metallic and bulky waste service. These employees will be trained to operate the truck and will
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practice at the SWMD facility. The SWMD has developed a procurement to contract with a local scrap
yard to receive the metallic items and properly handle any Freon in refrigerators, air conditioners and
other appliances. The service will begin as soon as practicable but no later than the fall when employees
presently working at the Ordot Dump will be available to provide the needed staffing.

5. Household Hazardous Waste

Overview

The Consent Decree requires that a permanent Household Hazardous Waste (HHW) Program be
established. Because HHW is a specialized waste, the operation of this permanent facility should be
carried out by an experienced, trained HHW contractor. Contracting for the HHW facility operation will
provide the safest environment for this special waste. The operator will be responsible for collecting,
characterizing and disposing household hazardous wastes and will assist the SWMD in developing public
outreach and education material. With the help of the operator, select household hazardous waste
items may also be collected at the transfer stations. From there, either the HHW operator or SWMD
personnel will transport the items to the permanent HHW facility, to be consolidated for disposal or
reuse with other like items. Until the new program is fully operational, the Receiver will continue to
cooperate with GEPA in its “Island Wide Household Hazardous Waste Collection Solid Waste
Management Program,” which conducts a periodic collection service for these materials.

HHW Collection Request for Proposals

The Receiver/SWMD is currently developing a Request for Proposals (RFP) for a scope of work for the
HHW program operator, which shall include, at a minimum, the following provisions:

Design, build and operate a permanent facility possibly located at the SWMD’s compound
Develop procedures to receive acceptable HHW at the permanent facility
Have sufficient knowledge and expertise to safely divert material for reuse and recycling

i e

Have sufficient knowledge and expertise to safely and efficiently consolidate material for
shipment

ol

Develop a disposal plan for consolidated materials that meet the requirements of law

6. Provide records of receipt, shipping documents, and bills of lading, and track the quantities of
material by category

7. Develop a health and safety plan for all aspects of the HHW program

8. Provide monthly data reports, which shall include, but not be limited to, number of customers
served; total amount of each HHW collected by type; and detailed breakdown of expenses and
any revenue generated by products received

9. Have personnel trained in Hazardous Waste Operations and Emergency Response 40-Hour Initial

Certificate and an 8-Hour Refresher Certificate that is current within the last 12 months; a
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Medical Clearance Certificate; Respirator Fit Test Record less than 12 months old; and Medical
Clearance to wear a respirator

The RFP will be issued in the near future. A specific schedule for implementation of the program will be
developed through negotiation with the successful proposer.

6. Contract Management and Procurement (October 2010 — March 2011)

During the period that ended March 31, 2011, new procurement activity has been primarily associated
with the issuance of an RFP for Closure and Post-closure Plan Preparation for the Ordot Dump. Thisis a
critical procurement that will develop the plan for the final closure of the Ordot Dump. The RFP resulted
in competitive proposals from five companies:

1. Shaw Environmental & Infrastructure, Inc.
Brown and Caldwell
E.A. Engineering, Science and Technology, Inc.
Tetra Tech
Golder Associates, Inc.

vk wnN

After a careful evaluation, the contract has been awarded to Brown and Caldwell, a California-based
company with extensive experience in environmental projects. We are working with the Office of the
Attorney General and the Governor’s Office to finalize the contract.

Another important procurement activity during the period was evaluation of the responses to the RFP
for a qualified operator of the Layon Landfill. The RFP was issued on September 8, 2010. Two
companies, Red River Waste Solutions and Herzog Environmental, Inc., submitted proposals. After a
careful evaluation process, Herzog Environmental, a company based in St. Joseph, Missouri, was
determined to have submitted the best proposal. Herzog Environmental has extensive experience as a
landfill operator in the mainland United States. In addition to submitting the best evaluated proposal,
Herzog also submitted the lowest cost proposal. A contract has been successfully negotiated with
Herzog and is pending final execution.

A third important procurement activity during the period was negotiation of a contract with Guahan
Waste Control for improvements to and use of their commercial transfer station to serve the Layon
Landfill. As the Court will recall, in July 2010, the Receiver issued a Request for Expressions of Interest
(RFEI) for providing these services. Guahan Waste Control provided the only response to the RFEI and
was determined to be a sole source for this service since Guahan Waste Control has the only permitted
commercial transfer station on Guam. A contract has now been successfully negotiated and is pending
final approval.
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Table 9 provides a list of the Receiver’s primary contracts, the amounts spent to date on these contracts,
and the status of the work. Direct employee contracts and payments, contracts in connection with
ongoing litigation, payments to the Government of Guam, and one-time expenditures are not included

in the table but are reported elsewhere in this Report.

Table 9
Consent Decree Contracts as of March 31, 2011
Citibank
Trust
Amount of Account
Contractor Purpose of Contract Contract |Expenditures| Work Status
Layon Landfill - Construction of Landfill
Maeda Pacific Corporation Operations Road and Mass Grading for | § 10,045,245 | § 10,045,245 Closed
Cellsland2
Layon Landfill - Construction of Access
Core Tech International Road and Utility Improvements for 527,473,920 | 517,245,437 | On-going
Community
. . Layon Landfill - Construction of .
Black Construction Corporation o $23,537,008 | 517,788,839 | On-going
Entrance Facilities and Cells Land 2
EA Engineering, Science & Technology, |Groundwater Quality Monitorin
& & By } ty e S 1,862,102 | 5 758,867 On-going
Inc. Services
i Layon Landfill - Design and Engineering i
TG Engineers, PC i $ 9,522,562 | 5 2,155,522 | On-going
Services
Winzler & Kell Construction Management Services for $ 4,875,284 | § 3,543,562 o .
fnzier & Relly Consent Decree Projects B e n-going
Shaw Environmental, Inc. Technical Assistance S 305,347 |5 26,275 On-going
n . Temporary Staffing Services for the o .
Pacific Human Resources Services, Inc. . . Indefinite | & 466,829 On-going
Solid Waste Management Division
Alpine Technology, Inc. Customer Service Software S 240,078 | & 222,476 | On-going
Gov Guam
i Mew Trucks, Roll-off containers and i
Far East Equipment Purchase $ 2,119,357 | On-going
Trash Carts
Orders
Gov Guam Subjectto
Triple J Enterprises, Inc. Mew trucks Purchase 5 91,700 Future
Orders Bidding
. . Security Services for the Solid Waste o
54 Security Services of Guam Indefinite | 5 16,904 Closed
Compound
Security Services for the Solid Waste
Pacific Island Security Agency Compound (replaced G4 Security Indefinite | & 149,373 | On-going
Services of Guam)
Mote: Does do not include individual employee contracts or payments, contracts relating to ongoing litigation, retainage or expenditures directly paid by the
Government of Guam. All contracts are inclusive of change orders approved through March 31, 2011,

Tab 3 provides the Court with a list of approved change orders for the contracts listed in Table 9. Tab 4

provides a detailed listing of all individual payments made under these contracts.
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7. Financial Issues and Capital Funding (October 2010 — March 2011)

Overview

The SWMD’s financial condition continued to improve during the first half of FY 2011. The Receiver
continued to carefully monitor capital funding and update the savings estimates previously provided to
the Court. In this section we provide updates on the following:

Operating results for the SWMD for FY 2011, from October 1, 2010, to March 31, 2011
Delinquent residential customers

Commercial and government accounts

Capital funding

New accounting and bank account structure

Status of the Citibank trustee accounts

Update on rate recommendations to the Public Utilities Commission

Bridges and roadway repairs and replacements

L oo NOUL R WNPRE

Status of clean-up of DPW compound

Waste disposed at the Ordot Dump

Status of discussions with the Military as a potential customer of the new system
Expected life of the Layon Landfill

[EE SR Y
N 2o

1. Operating Results for the SWMD for FY 2011, from October 1, 2010, to March 31, 2011

During the first half of the FY 2011 year, the SWMD continued to operate significantly under its
approved budget. Total expenditures for FY 2011 were about 60 percent under budget. Table 10 shows
the operating expenditures for the first half of FY 2011.
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Table 10

Solid Waste Management Division
Operating Budget
FY 2011
October 1, 2010 fo March 31, 2011
FY 2010 FY 2011 FY 2011 Actual % over
Actual Approved Spending {under)
[tem Expenditures Budget (Unaudited) Budget
Personnel Expenses:;
Regular Salaries 5 1,554,024 51,403 213 5732 445 AT 8%
Cwertime/Special Pay $ 186,578 5152 225 579,695 -47.6%
Benefits ¥ 46216 5496 767 195,631 -60.6%
Sub-total 52,156,818 52,052,205 31,007,671 -50.9%
Hon-Personnel Expenses;
Travel 3 1.152 50 30 N/A
Contractual Semvices & 1,237,862 52112723 $1.244 181 -41.1%
Supplies and Materials 5 47643 51,003,380 5227 809 -T7.3%
Equipment 5 8,246 $575,000 $20,336 -96.5%
Litilities - Power and Water & 23 481 §138.000 $29 623 -TH.5%
Communications 3 - £12.041 0 -100.0%
Capital Outlay 5 9,150 $460,000 $0 -100.0%
Miscellaneous ! 49 424 515000 52 998 -80.0%
Sub-total 5 1805746 § 4316144 5 1524948 G4 7%
Grand-total % 3,962,564 $6,368,349 $2,532,619 -60.2%
*Does not include encumbrances

Table 11 summarizes the revenue billed by class of customer and the actual cash collections for each

class of customer during the first half of FY 2011.
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Table 11

SWMD Revenue Billed / Collected
October 1 through March 31

FY 2011
Customer Class Billed Collected %
Commercial 5 4160792 § 3522450 84.9%
Residential 5 2305355 § 24542389 106.5%
Government 5 232972 % 21,045  9.0%
Total 5 6,689,119 5 5,997,734 89.7%

Note: Amount collected is on a cash basis. Transfer Stations are

included in the residential category.

Cash collections from residential customers during the first half of FY 2011 exceeded the amount billed.
This is due to both continued efforts to improve residential collections and the fact that revenue from
the transfer stations is included in the residential collections category. If transfer station revenue is
excluded, cash collections from residential customers still slightly exceeded billed charges.

Collections from government customers continue to be only a fraction of the amount billed. This is
driven primarily by our agreement with the Guam Waterworks Authority (GWA), which allows GWA to
accumulate charges for disposal of biosolids. These accumulated charges will be applied as a
prepayment by GWA for treatment of leachate after the Layon Landfill begins operation. However, even
when GWA is excluded, government customers only paid about 30 percent of the amount billed. While
30 percent is a relatively small amount, government customers must be held accountable for their bills
just as we hold residential customers accountable.

Cash collections from commercial customers improved during the first half of 2011, but still significantly
lag the amount billed. There are several factors for this payment delay, which will be addressed later in
this Report. Table 12 provides a summary of the bottom-line results for the first half of FY 2011. With
the continuing implementation of the interim rates approved by the Court, the installation of a new
customer billing and customer service system, and improved efficiency in operations, a significant
improvement in the financial condition of the SWMD has occurred.
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Table 12

Solid Waste Management Division
Fund Balance
31-Mar-11
{Unaudited)
Elements of Fund Balance Amount
Fund Balance @ 9/30/10 5 5,861,913.40
Revenue FY 2011 5 6,689,118.52
Expenses FY 2011 5 2,532,618.93
Excess (Deficit) FY 2011 S 4,156,499.59
Fund Balance @ 3/31/11 510,018,412.99
Note: Revenue is on accrual basis.

While the financial condition of the SWMD has continued to improve, the cash position of the SWMD is
weaker than it should be as a result of Government of Guam’s withdrawal of cash from the bank
accounts of the SWMD in excess of the expenses the Government paid on behalf of the SWMD. We
have already reported extensively on this matter in our Quarterly Report dated December 9, 2010, and
our Special Report dated March 1, 2011, so there is no need to discuss it further in this Report. We
should, however, note that with the Court’s support and the cooperation of the Government, an
agreement was reached on the amount of cash to be repaid to the SWMD by the Government of Guam,
and there is an approved plan in place to ensure that the repayment actually occurs.

2. Delinquent Residential Customers

Delinquent customers continue to be a serious issue for the SWMD. For several months our focus has
been on residential customers, and while we are making progress in reducing the number of delinquent
accounts, nonpayment remains a serious concern. Table 13 shows the number of delinquent residential
accounts for August 2010, September 2010, and March 2011.

Table 13

Delinquent Residential Accounts

Active Customers

Month Number Percent
August 2010 3,590 18.2%
September 2010 2,997 15.0%
March 2011 2,026 11.9%

Table 13 shows there has been a significant reduction in the number of delinquent residential
customers. In fact, this number has been reduced by about 40 percent since we first started tracking
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delinquencies in August. The number of delinquent residential customers has also been significantly
reduced as a percentage of active residential customers, yet it remains above 12 percent.

While the delinquency rate is significant, it must be viewed in the context of the norm for consumer
utility payments. The National Energy Directors’ Association (NEDA), a national organization of the state
and tribal directors of the Low-Income Energy Assistance Program (LIHEAP), in a 2008 study found 14.8
percent of households to be at least 30 days behind in their utility payments. Since the utility payments
in the study are for heating and cooling bills, they are not entirely comparable, but they do represent a
benchmark against which to measure the residential delinquency rate for SWMD. Given the decline in
economic conditions since 2008, it is reasonable to conclude that delinquency rates are probably higher
today. These data suggest that the SWMD’s current delinquency rate may be the norm.

This is not to suggest that we find any level of delinquency acceptable. In fairness to paying customers
and to ensure the financial stability of the system, we must continue to manage delinquent accounts by
encouraging payment, and discontinuing service and pulling carts when payment is not made. Since
beginning this activity late last summer, we have pulled over 3,000 carts. Service has been reinstated
for about 1,300 of these households when the customer paid the balance on the account and the
reinstatement fee.

3. Commercial and Government Accounts

Our work in the area of billing has been primarily focused on addressing an array of longstanding billing
problems in the residential trash collection program. However, most of the revenue of the SWMD
comes from commercial customers, with a small amount from government customers, the largest of
which is the GWA. Figure 8 demonstrates the magnitude of importance of commercial customers to the
revenue structure of the SWMD.
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Figure 8

Percent Billed Revenue by Customer Class
FY 2011
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The vast majority of commercial customer revenue comes from five commercial customers as illustrated
in Figure 9.

Figure 9

Billed Revenue By Commercial Customer
FY 2011
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Some commercial customers are not paying portions of their bills in response to a law passed by the
Guam Legislature in 1999 that places responsibility on the SWMD for the collection of the “tipping fee”
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portion of commercial bills.  Since it is the commercial hauler who actually has the customer
relationship with the person or business, enforcement and collection are a problem for the SWMD. Only
one commercial hauler has consistently attempted to take advantage of this provision. It is the
recommendation of the Receiver that the Governor and Legislature repeal this law. It is unfair to
residential customers who are held directly accountable for not paying their bills, it is costly and
extremely difficult for the SWMD to administer and it is unfair to all paying customers who will have to
pay higher rates to compensate for the additional cost this law places on the system.

Under Guam law and the policy approved by the Court for delinquent accounts, commercial and
governmental customers have 60 days to pay their invoices. This is an unusually long time compared to
the industry norms. Yet, even with this extended period of time to pay, we continue to have some
significant balances that are more than 60 days old. Because some of the data for Commercial accounts
pre-date implementation of the new customer billing system, we are reviewing it in detail with the
major commercial accounts to ensure its accuracy. When this review is completed, we will work with
these commercial customers to bring all of their accounts up to date. We will establish a plan to ensure
that these accounts become current and remain current.

There is one other issue that requires attention with respect to commercial accounts. Commercial
customers have recently increased their use of GuamPay, the Government of Guam’s online payment
service. While online payments can be made by electronic check, the vast majority of payments are
made by credit card. When a credit card is used, the business or governmental entity receiving the
payment pays what is known as a merchant discount to compensate the financial system for using the
credit card. This usually results in a discount of 2 to 3 percent or more.

For residential customers, the use of GuamPay is justified since much of the work for updating the
system and reconciling the account with a payment coupon is performed by the system. The
convenience to the consumer is also an important factor. For larger business transactions, however,
there are much less costly ways to electronically pay such a bill. One of the most cost-effective, widely
available methods of payment is known as “Automated Clearing House,” or ACH. ACH transactions are
made through a nationwide electronic payment system that is widely used for direct deposit of payroll.
This method of payment is primarily used by the Receiver to pay contractors in connection with their
work on the Consent Decree projects.

To encourage commercial customers to take full responsibility for the payments that some are now
placing on the SWMD pursuant to the 1999 law, and to promote timely payment using the cost-effective
ACH method of payment, thus avoiding the unnecessary discounts that accompany use of GuamPay for
commercial accounts, we are asking that the Court approve an increase in the commercial rates of 10
percent. We are also requesting that a 10 percent discount be authorized for commercial accounts
paying the full amount of their invoice on time without relying on the 1999 law and via ACH directly to
an account to be designated by the Receiver for this purpose. This approach will provide an incentive
for commercial accounts to pay on time and in a cost-effective manner while not raising the cost to
them or their customers.

Gershman, Brickner & Bratton, Inc. Page 34 of 46 April 14, 2011



4. Capital Funding

From the beginning of our work as Receiver, we have worked hard with the Court and the Government
of Guam to both acquire the needed capital funding to complete the Consent Decree projects and to
manage those funds carefully to ensure that the funds were used wisely to achieve compliance with the
Consent Decree. As we near completion of the Layon Landfill construction, the final capital cost is
coming into focus. Table 14 summarizes the costs and savings as we estimate them at this point.

Table 14
Estimated Capital Savings
Layon Landfill and Associated Projects
Original Budget| Near Final Estimated
Capital Budget ltem Amount Cost Savings

Layon Landfill $ 57,040,900 | $33,783,349 | § 23,257,551
Landfill Access Road and Sewer System S5 23,981,400 | 527,435,268 | 5 (3,453,3868)
Construction Management - Layon 5 7,316,400 | 5 5,425,398 | & 1,891,002
Landfill Equipment 5 6,380,000 | 5 S 6,380,000
WWTP Expansion & Leachate Pre-Treatment - Layon S 11,025,000 | § 4,926,935 | 5 6,098,065
Transfer Station/HHWF 5 5,505,000 | 5 5,505,000 | 5
Transfer Station Equipment 5 2,440,000 | 5 S 2,440,000
Operating Equipment 5 5,941,400 | 5 4,585,446 | 5 1,355,954

Total New Construction/Equipment 4 119,630,100 | % 81,661,307 | % 37,068,703

There are a number of reasons for the significant savings. First and foremost is the stringent bidding and
management process the Receiver has used in connection with these projects. Another important
factor has been the weakened economy during much of the construction period for these projects,
which encourages more aggressive bidding since construction companies have fewer opportunities in a
down economy. Lower petroleum prices resulting from the weaker economy have also contributed to
the savings since much of the material in a landfill is petroleum based. The decisions to outsource the
operation of the new landfill and contract for the commercial transfer station have also saved significant
capital funds for construction and equipment. Equipment under both contracts will be purchased by the
contractor instead of the Government. Finally, working closely with GWA and our consultants, we have
been able to significantly reduce the expected capital cost of the upgrades necessary to treat the
leachate that will come from the Layon Landfill.

We are very pleased with the results of these projects. Guam is getting a state-of-the-art disposal
facility as well as upgraded services and facilities in all other aspects of the Solid Waste Program at a
much lower capital cost than previously estimated.

There are, however, some remaining unknowns before a final cost can be established. These include:

e Final construction cost for the Layon Landfill
e The cost of implementing the Household Hazardous Waste Program required by the Consent
Decree
e Litigation pending on the value of the Layon Landfill’s site
Gershman, Brickner & Bratton, Inc.
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e The cost of upgrades to the transfer stations and the SWMD building at the DPW compound
e The results of the curbside recycling pilot program

We will continue to monitor these issues closely and keep the Court informed.

We continue to recommend that these savings be held as a further contingency for the closure of the
Ordot Dump. Assuming that the Government does not wish to reallocate any final capital savings to
other projects permitted by the bond indenture, we will apply the savings to the future cost of
construction for new cell development, cell closure and equipment renewal.

5. New Accounting and Bank Account Structure

The new bank accounts authorized by the Court in its Order of December 10, 2010, have been
established. Table 15 shows a listing of the accounts and the balance as of March 31, 2011.

Table 15
SWMD Bank Accounts
As of 3/31/2011
Account Mame Bank Balance
ANZ Bank Tipping Fee Account™ ANZ Bank 50.00
Bank of Guam Tipping Fee Checking Account Bank of Guam 5 32,893.64
Bank of Guam Tipping Fee Savings Account Bank of Guam 5 933,493.19
Bank Pacific Tipping Fee Account™* Bank Pacific B 24255534
Cell Closure Account Citibank Guam 50.00
Equipment Replacement Account Citibank Guam 30.00
New Cell Development Account Citibank Guam $0.00
Post Closure Care Account Citibank Guam 30.00
System Bond Reimbursement Account Bank of Guam 51,499,104 32
System Operation & Maintenance Account Citibank Guam 3 91.835.17
System Surplus Account Citibank Guam 5 70093413
| ] -] [ S 1.1 % Loy [
*Balance asof 2/28/11 [most recent available statement) was transferred to System Surplus Account in March.
**Balance iz 3z of 12/31/10. Bank only provides quarterly statements.

The bank accounts identified in Table 15 as “Tipping Fee Accounts” are longstanding accounts into which
customers pay their bills from the SWMD. Pursuant to the Court’s Order of December 10, 2010, the
Receiver has directed that the funds in these accounts be transferred monthly to the SWMD accounts at
Citibank. This allows for the monthly consolidation of all revenue and the allocation of the monthly
revenue in accordance with the Supplemental Bond Indenture.
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Both Bank Pacific and ANZ Bank have indicated a preference to open new accounts to replace the
existing accounts to comply with the Court’s December 10, 2010, Order. We are in the process of
working with these banks to establish the replacement accounts.

Several of the accounts shown in Table 15 have zero balances. These accounts will begin to receive a
monthly allocation of revenue when the new Layon Landfill opens.

6. Status of the Citibank Trustee Accounts

Payments from the Citibank Construction Subaccount were $18,119,359.87 during the period October 1,
2010, through March 31, 2011. Deposits to the Construction Subaccount were $23,309,954.59,
including interest earnings and transfers from the Section 30, Series 2009A Construction Account at the
Bank of Guam. The balance in the Citibank Construction Subaccount on March 31, 2011, was
$15,473,386.84. The Department of Administration has continued to provide timely reimbursements to
the Construction Subaccount in accordance with the provisions of the Supplemental Bond Indenture.

Payments from the Citibank Primary Account were $311,122.97 during the period October 1, 2010,
through March 31, 2011. Deposits to the Primary Account were $184,680.83 including interest earnings
and transfers from other SWMD Accounts. The balance in the Primary Account on March 31, 2011, was
$1,354,814.85.

Tabs 6 and 7 show all of the transactions that have occurred in the Construction Subaccount and the
Primary Account, respectively, since our last Quarterly Report to the Court. All payments and transfers
of funds that are external to Citibank are handled in accordance with the Disbursement Procedures
approved by the District Court. The only difference is that transfers to the Government of Guam are not
being subjected to the seven-day review and comment period since the funds are being transferred to
the Government of Guam itself.

Table 16 provides the Court with an accounting of the retainage being held for vendors paid from the
Citibank Trustee Account.

Gershman, Brickner & Bratton, Inc. Page 37 of 46 April 14, 2011



Table 16

Retainage on Trustee Account Payments
As of 3/31/2011
Company Description Amount
Black Construction Corporation Retainage 5 1,153,580.99
Core Tech International Corporation Retainage 5 1,916,159.60
EA Science and Technology Retainage 5 26,180.74
Maeda Pacific Corporation Retainage 50.00
Shaw Environmental, Inc. Retainage 30.00
TG Engineers, PC Retainage b 52,800.22
Winzler & Kelly Retainage 3 38,601.19
Total Retainage Held....coo v vcevese v 5 3,187,322.74

When the retainage obligations are considered, on March 31, 2011, the Construction Subaccount had a
balance of $12,286,064.10 available for future Consent Decree obligations.

7. Update on Rate Recommendations to the Public Utilities Commission

We continue to revise and refine the rate recommendations we have made to the Public Utilities
Commission (PUC). In our December Report to the Court, we noted several factors that would have an
effect on rates that were not, as of the date of the December Report, final. In addition, as noted in the
December Report, the Government has taken the position that any capital savings must be retained by
the SWMD since there are no plans to reallocate such savings to non-solid waste projects. Finally, we
have adjusted the model to account for the way waste entering the Layon Landfill will actually be
charged, reflecting the fact that some waste is indirectly charged through the rates charged residential
customers and customers of the transfer stations. Also, the model reflects the fact that a small amount
of waste delivered by Guam’s Mayors and certain community organizations conducting island clean-up
activities is not charged at all.

Table 17 summarizes the rates we submitted to the PUC on September 28, 2010. As noted above, when
these rates were submitted to the PUC, we indicated that they were subject to change for the following
reasons:

e A contract for a qualified landfill operator was still in the procurement process and the contract
would have a significant effect on final cost. Also, a contract for the services of a commercial
transfer station was still in the procurement process and the contract would have a significant
effect on final cost.

e The Military’s participation as a customer of the Layon Landfill remained outstanding and would
have a significant effect on rates.
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e Afinal determination by the Courts of Guam of the value of the land taken by condemnation for
the Layon Landfill has not yet been made.

e The results of the curbside recycling pilot program and its potential expansion to all residential
customers are unknown at this time.

e The final capital cost of the Layon Landfill and associated projects will not be known until mid-
2011.

e The completion of bridge replacements and rehabilitation, and other road improvements
remain outstanding and have the potential to significantly affect the initial operational cost of
the new landfill.

Table 17

Rates Recommended to the PUC
[September 28, 2010}

Without With
Customer Type Military Military
Commercial {per ton) 5174.00 5156.00
Residential (per month) 532.00 528.00

The PUC agreed that it should not take any action in this matter until these issues were settled and a
more accurate assessment of rates could be completed.

While several issues remain outstanding, we do have significantly more information at this time, and we
have updated our rate estimates. We will confer with the PUC about the timing for submitting a revised
rate recommendation and their time frame for acting on the recommendation. Table 18 outlines our
revised rate recommendations based on the most current information available as of March 31, 2011.

Table 18
Revised Rates Based on Latest Update
[As of March 31, 2011)
Without With
Customer Type Military Military
Commercial {per ton) 5220.00 5175.00
Residential (per month) 535.00 530.00

The increases in the estimated rates are based on several factors, including:
e Near final cost for the construction of the Layon Landfill
e The Government’s decision not to use any capital savings for non-solid waste capital projects
e The award of a contract to the landfill operator
e The award of a contract for the services of a commercial transfer station
e Correction in the rate model to eliminate double counting of revenue for waste from residential
and transfer station customers
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The rates for the transfer stations remain the same and are outlined in Table 19.

Table 19
Transfer Station Rates
Recommended to the PUC
[September 28, 2010}

Self-Drop Self-Drop

Effective Date (Under 3 CY)} [Owver 3 CY)
Current 5 250 5 5.00
September 1, 2010 & 400 5 g.00
March 1, 2011 5 550 5 11.00
September 1, 2011 & 7H0 & 15.00

While higher rates could be considered for the transfer stations, we continue to believe that keeping
these rates relatively low is advisable since lower rates provide those who cannot afford or who choose
not to pay for curbside residential trash collection with a cost-effective alternative to legally dispose of
their waste. We are continuing to phase in the transfer station rates as shown in Table 19, with the final
adjustment in these rates currently scheduled for September 1, 2011. We will keep the Court informed
about our discussions with the PUC.

8. Bridges and Roadway Repairs and Replacements

Bridge rehabilitation and replacement work began during the period ending March 31, 2011. These
construction projects are critical to the opening of the Layon Landfill. Without them, traffic and the cost
of transportation would dramatically increase.

The Government has continued to update the Court weekly on these projects, and both the Court and
the Receiver have been assured that the projects will be completed on schedule, with the temporary
bridge replacement for the Ylig Bridge in place and open to traffic by early July and phase one of the
Togcha and Talofofo Bridges completed by early August. These assurances have come despite delays
associated with permitting and unearthing burial sites. Thanks to the Court’s earlier Order in this area,
the projects were prepared with the needed archaeological consultants to ensure that the burial sites
are properly relocated in accordance with Guam Law and we are assured that the projects will not be
unduly delayed by these issues.

Progress on the other projects is less clear to the Receiver. Inits June 7, 2010, Order, the Court required
the following from DPW:

e Establish and report to the Court within 30 days of this Order a plan for funding and completion
of the needed repairs of typhoon and earthquake damage in the Asalonso area, as well as a
schedule to complete the repairs and a plan to address the right-of-way issues. Once DPW has
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provided the Court with the report, and the Court finds the schedule acceptable, DPW shall
thereafter immediately notify the Court of any change in DPW’s funding plan and/or schedule;
and

e Complete the roadway widening and guardrail work without further delay giving priority to
those areas where the current conditions are most hazardous and immediately report to the
Court upon such completion in accordance with previous set date.

While the weekly reports to the Court have provided information on these projects, it is not clear the
extent to which these projects will actually achieve the structural and safety improvements needed in
the area. For example, the Government has determined that it has a 22-foot easement through the
Asalonso area and that it does not plan to acquire a wider easement as previously indicated. There are
also indications in the reports filed by the Government that these projects have been “re-scoped” to
reduce cost. While we do not wish to require the Government to spend any more on these projects
than is needed, we do want to ensure that the route to the new landfill is safe for the traffic it will
actually be handling.

It is our recommendation that the Court require DPW, through its consultant, Parsons, in consultation
with federal highway officials, to certify to the Court that the improvements currently under contract or
scheduled for bid will meet or exceed all Guam and federal safety standards for these roadways, given
the volume and nature of the traffic that is expected.

9. Status of Clean-up of DPW Compound

In January 2010, the Court ordered DPW to clean up the DPW compound by removing all barrels of tar
and tires, due to the health and safety hazard these items posed to the public and workers. While much
has been accomplished in cleaning up the compound, there remain outstanding issues, the most
significant of which is completing the removal of tires on the compound.

As indicated in the report filed on February 9, 2011, by the Attorney General, the Receiver, as directed
by the Court, has consulted with DPW and the Attorney General on more cost-effective ways to get the
tires removed and properly disposed than those previously used by DPW. After surveying the areas with
waste tires still located on the DPW compound, we offered the following recommendation:

We estimate approximately 1,500 tires remain on the DPW Compound. This includes tires from
passenger vehicles, buses, dump trucks, and tractor trailers. We have determined that
these tires can be disposed of under the existing SWMD contract for new tires for SWMD
vehicles. This contract has, as should be standard practice for any organization, provision for
tire disposal in order to ensure that tires are properly disposed when they are replaced. We
have met with the vendor and have determined that the vendor is willing to honor the contract
for the additional tires on the DPW compound for the contract price as follows:
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e Passenger & Light Truck tires (12” up to 18 “ and not to exceed 10 ply rating) $ 5.00
per tire

e Maedium truck tires (17.5” to 24.5" rim size and up to 16 ply rating) $ 11.00 per tire

e Front backhoe tires (15” to 18“ rim size and up to 12 ply rating) $ 11.00 per tire

Forklift tires (up to 15“ rim size and not to exceed 12 ply rating) $ 11.00 per tire
We estimate that the total cost for disposal of 1,500 tires would be $16,500.

In addition to the above cost, we would need to use SWMD staff to collect the tires and deliver them to
the vendor. We believe it would require four days of work for two (2) workers and one supervisor. We
estimate the cost of the overtime that would be required for these workers to be approximately $2,500,
for a total cost of approximately $19,000 in direct cost. This is dramatically lower cost than the
$400,000 previously estimated by DPW. To accomplish this work, we would also use the SWMD’s roll-
off truck and boxes to haul the tires from the compound to the vendor. This work would need to be
performed on Tuesdays and Wednesdays while the transfer stations are closed. If we were to
undertake this work, DPW will need to provide a backhoe, or we would have to rent one at additional
cost.

With DPW’s agreement and the Court’s approval, we are willing to undertake this work. We also
recommend that DPW incorporate into its contracts for tires the same kind of disposal service already
included in the SWMD tire contract, to avoid a repeat of the health hazards created when large numbers
of tires are allowed to accumulate.

10. Waste Disposed at Ordot Dump

We continue to track and carefully monitor all waste disposed at the Ordot Dump. As we have noted
many times, this is essential information upon which every aspect of management of the facility, and
soon the new Layon Landfill, is based. Table 20 shows the change in tons of waste disposed at the Ordot
Dump by customer group for the period June 2010 through March 2011 as compared to the period June
2009 through March 2010.
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Table 20

Change in Waste (Tons) Disposed at Ordot Dump
By Customer Group
As of March 31, 2011
Yo

Customer Group  2009-10 2010-11 Change
Residential 11.430 12,391 B.4%
Commercial 43,890 44558 1.5%
Government 1,814 1,639 -9.6%
Mayors 2,747 2677  -2.5%
Transfer Stations 7,388 7924 7.2%
Other 624 527  -15.6%

Total 67,893 69,716  2.7%

Table 21 shows the total scale weight of waste disposed at the Ordot Dump each month from June 2010
through March 2011, compared with the same months in one year earlier, for all customers.

Table 21

Monthly Waste (Tons) Disposed at
Ordot Dump

2009-10 and 2010-11

Month  2009-10 2010-11 % Change

June 6,301 0,820 8.7%
July 6,811 6,940 1.9%
August 7,186 7,126 -0.8%
September 6,700 7,278 8.6%
October 6,961 6,975 0.2%

November g,512 7,082 8.5%
December 7,466 7,329 -1.8%

January 6,695 6,902 3.1%
February 6,222 6,346 2.0%
March 7,039 0,908 -1.9%

Total 67,893 69,716 2.7%

We will continue to monitor this vital information and keep the Court informed.
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11. Status of Discussions with the Military as a Customer of the New System

The Military has indicated a willingness to enter into a contract for disposal of its waste at the Layon
Landfill with services to begin in October 2011. We continue to discuss the term of such an agreement
since we continue to believe a long-term contract is in the best interests of all parties. We are informed,
however, that DOD regulations may require the contract to be for periods of three years. We will keep
the Court and the Government informed as the details of a contract are further discussed.

12. Expected Life of the Layon Landfill

With the completion of the Layon Landfill, the most important aspect of its management going forward
is the maximized use of its airspace to ensure that Guam has an environmentally sound solution for its
waste for many years to come. The key to this is professional management of the landfill to ensure that
the airspace is properly utilized. To achieve maximum utilization of airspace, maximum compaction of
the waste disposed at the landfill must be achieved. Figure 10 illustrates the increase in the life of the
Layon Landfill with the compaction required under the contract the Receiver has negotiated with
Herzog Environmental to operate the landfill. The contract with Herzog Environmental has financial
penalties for failure to achieve the contracted compaction rates, and any future operators should be
held to the same standards for compaction.

Figure 10
Expected Life of the Layon Landfill
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The increased life expectancy resulting from this procurement is significant. Even with the Military’s full
participation, the expected life of the landfill increases under the new contract to 44 years. If the
Military were not a customer of the new landfill, while rates charged customers would be significantly
higher, the life of the landfill would be increased by only five years to 49 years.

These estimates assume that the Layon Landfill will continue to benefit from professional management
throughout its life and that any increases in the current projections of waste are at least offset by
increased recycling. This is a modest recycling goal that Guam should exceed.

At the end of the Receivership, Guam will have the option of continuing the contract with Herzog
Environmental. Should Guam determine not to continue the contract, certain costs incurred by Herzog
in its work at the Layon Landfill, which it anticipates recovering over the life of the contract, must be
refunded to them through a termination payment. Tab 5 summarizes the major provisions of the
contract with Herzog Environmental; the complete contract is available on the Receiver Website at
www.guamsolidwastereceiver.org .

8. Next Steps

Layon Landfill Construction, Construction Management, Design, and Permitting

[] Substantial construction completion in next quarter for Access Road and landfill cells and facilities
[1 Provide GEPA/EPA Construction Quality Assurance documentation and certification for landfill cells

[J Complete all utility and facility testing documentation for transfer to GWA, GPA and DPW as
necessary

Install aerators, valving and flow metering at Inarajan WWTP
Continue monitoring at Inarajan WWTP

Assist landfill operator’s mobilization to site

o o o 0O

Continue Baseline Groundwater Monitoring Plan oversight of monitoring and reporting for
preparation of draft Detection Monitoring Plan

[l Continue Inarajan oversight and coordination with GWA to install monitoring systems and start
marine monitoring activities

Ordot Dump Closure

[] Hold project initiation meetings amongst regulatory agencies and BC

[] Initiate field investigation tasks
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Operations

[] Continue to focus on operational efficiencies and customer service

[] Continue to collect and analyze data from the Curbside Recycling Pilot Program

[] Estimate the cost and impact of having Curbside Recycling for all residential customers

[J Launch the Metallic and Bulky Waste Collection program

[] Issue the RFP for the HHW program operator

[ Determine need for locating additional transfer station at DPW along with HHW facility

[ Train SWMD employees to staff scalehouses at the Layon Landfill and the commercial transfer
station

Financial

[] Effectively transition the termination of operations at the Ordot Dump and the opening of the Layon
Landfill

[ Implement the contract for the services of a commercial transfer station and an operator of the
Layon Landfill

[J Complete the execution of the contract for design and engineering services for closure of the Ordot
Dump

[] Carefully manage the Citibank Trustee Accounts and the bank accounts of the SWMD and keep all
parties informed

[] Continue to carefully monitor expenditures and revenue collections

[] Set up accounts for utilities services at Layon Landfill

[J Carefully monitor the volume of waste and update rate information accordingly

[J Manage the contracts required to complete the Consent Decree projects

[] Continue implementation of the interim rates approved by the Court

[] Carefully monitor the progress on the required bridge and roadway improvements

[1 Enforce the policies to assure that delinquent accounts are paid in full or service is terminated

[J Work with the Public Utilities Commission as it considers the rate request from the Solid Waste
Management Division

[] Finalize an agreement with the Military

Gershman, Brickner & Bratton, Inc. Page 46 of 46 April 14, 2011



