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Quarterly Report of the Receiver
July 18, 2012

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

Guam Solid Waste Authority

Pursuant to the Order of the District Court of Guam (Court), dated March 17, 2008, appointing
Gershman, Brickner & Bratton, Inc. (GBB) as Receiver for the Solid Waste Management Division (SWMD)
of the Department of Public Works (DPW) of the Government of Guam (now the Guam Solid Waste
Authority [GSWA]), we are pleased to submit to the Court this Quarterly Report (“Report”). The purpose
of this Report is to describe to the Court the progress made toward compliance with the Consent Decree
for the most recent quarter (April 1, 2012, to June 30, 2012) and to outline the Receiver’s
recommendations for achieving compliance with the Consent Decree. As an integral part of this Report,
the Receiver is also submitting the attached presentation entitled “Quarterly Report for Receivership for
the Government of Guam, Guam Solid Waste Authority” (see Tab 2).

Introduction

During the quarter covered in this Report, the work to achieve compliance with the Consent Decree
continues. The Receiver’s efforts are focused on ensuring that the Ordot Dump is not a source of future
pollution; the state-of-the-art, environmentally safe Layon Landfill, constructed pursuant to the Consent
Decree, is operated and maintained in accordance with all applicable federal and Guam laws and
regulations; and GSWA's customers are served in a timely and cost-effective manner.

During the last quarter through the month of June 2012, Ordot Dump closure activities focused on field
investigations as well as the compilation of technical reports for closure design. The remaining
construction at the Layon Landfill was completed and operational warranty issues were addressed. In
addition, we conducted a number of environmental monitoring activities, including Layon groundwater
and gas monitoring, and leachate, influent and effluent wastewater and marine water sampling. The
Chalan Layon access road to the landfill was paved over its full length with the final pavement layer and
is now fully completed. We also advanced the building permit and construction bid procurement for the
development of the new Harmon Residential Transfer Station and Household Hazardous Waste Facility,
co-located in Harmon at the GSWA compound. In addition, we have worked with U.S. EPA to finalize the
cost and benefits of an interim cap to reduce the quantity of leachate generated from the Ordot Dump.

During the reporting period, GSWA staff performed 221,000 residential trash collections from its
customer base of about 16,500 homes, of which 99.79 percent were on time. The GWSA also oversaw
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operations at the three residential transfer stations, and staffed the scale house at the Hauler-only
(commercial) Transfer Station. We continued the Curbside Recycling Pilot Program for 1,000 GSWA
customers and analyzed data from the yearlong pilot project in order to assess the feasibility of
expanding the program to all residential customers. We also conducted survey research to assess
customer interest in expanding curbside recycling collection to all GSWA customers. The Metallic and
Bulky Waste Collection Program, launched in September 2011, has been well received, and during the
reporting period, GSWA staff collected 270 items in response to 117 appointments.

In the financial area, GSWA continued to show positive results. At the end of May, with GSWA having
completed two-thirds of the first fiscal year with the new landfill and Hauler-only Transfer station in full
operation, total spending was 11.9 percent below budget. Not only was revenue 9.3 percent over
budget, but cash collections from residential and commercial customers exceeded the amount billed,
reflecting the continued efforts of GSWA to collect overdue account balances and ensure timely
collection of current bills. We continue to closely monitor the cash flow of the GSWA and its cost for
both debt service and operating expenses, and in June, we submitted an updated and revised rate
request to the Public Utilities Commission (PUC), which included three options for 2013 and thereafter.
We have also monitored bridge and roadway repairs and replacements, continued to work with the
Military on the issue of excluded waste, monitored the tonnage of waste disposed, and initiated
discussions with the Guam Waterworks Authority (GWA) to address the rate for leachate treatment and
GWA's account balance for the disposal of biosolids.

In this Report, we present the following updates for April 1, 2012, to June 30, 2012:

Ordot Dump Closure

Layon Landfill

Operations of the Guam Solid Waste Authority
Curbside Recycling Pilot Program

Contract Management and Procurement
Financial Issues and Capital Funding

NowuhAWDNRE

Next Steps

1. Ordot Dump Closure (April 2012 — June 2012)

During this reporting period, Ordot Dump closure activities continued focus on field investigations. We
completed property boundary and topographic surveys into all areas anticipated to be needed for the
development of a closure design. Building on the findings of field investigations (i.e., waste delineation
test pits, geotechnical borings, gas and water monitoring wells, etc.) in the previous two quarters, the
subsequent phase (Phase Il) involved the installation and sampling of groundwater and gas monitoring
wells, and the excavation of additional waste delineation test pits, which were added to our field
database in this quarter. Primary milestones for the quarter included the first quarterly groundwater,
surface water and river sediment sampling events completed in May; the collection of leachate samples
in June; and the completion of several major reports and technical memoranda that support the closure
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design effort. The May quarterly sampling event is the first of four collection events over the next year
that provides data for the establishment of a groundwater model for the site. This model is one of
several important tasks of the site investigation work that forms the basis of the closure design and
future site remedial activities during the post-closure care period.

As we reported in the previous Quarterly Report, much of the investigation work needed to be
performed is on land not owned by the Government of Guam. Acquiring Right of Entry (ROE)
agreements has taken longer than was assumed in the project schedule. All of the needed ROE
agreements have now been secured, allowing all of the investigation work to proceed.

Work during the reporting period also included the installation of Phase Il groundwater and gas
monitoring wells and off-site wetland delineation and topographic survey work. The following section
describes the field work tasks and technical reports completed as of June 30.

Field Investigations
The performance of field investigations in the reporting period consisted of the following field activities:

Installation of Phase Il groundwater monitoring wells

Installation of Phase Il gas monitoring wells

Establishment of surface water and sediment sampling locations
Wetland delineations

Unexploded Ordnance (UXO) and archaeological monitoring

Waste delineation test pits

Groundwater, surface water, sediment and leachate sample collection
Gas monitoring

PNV A WNPE

Also during the period, we prepared several reports, technical documents and memoranda, which
document the field investigations since the beginning of field work and establish the basis for future
decisions on closure plan work. These include:

Phase | Groundwater Report — May 2012

Geotechnical Investigation Report — May 2012

Phase | Landfill Gas Report — May 2012

Waste Depth and Airspace Technical Memorandum — May 2012

Preliminary Field Report of Landfill Gas Generation Potential Technical Memorandum — 2012
Topographic/Property Survey Map — May 2012

Wetland Delineation Map — June 2012

NouswNe

The individual field investigations and technical reports are described in more detail in the sections
below.

Permitting — With most of the field work permitted in the previous quarters, less time was spent in this
reporting period securing permits; however, some of the permits or authorizations secured during the
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reporting period included groundwater and gas well drilling permits and well operating permits for the
Phase Il field investigations.

Topographic and Property Boundary Surveys — Having achieved full access to all of the privately owned
properties early in this reporting period, we were able to complete the remaining topographic work on
these properties. In addition, we were also able to complete additional topographic work along the
south and west sides of the Dump. The additional topographic information is needed given the difficult
terrain at the waste limits and the close proximity of the waste along the existing drainages. We also
continue to add to the survey database as-built information on structures and utilities on Dero Road.
This information will enable us to better understand the constraints of the site and work with them.

Property Ownership and Boundary Investigations — This work, requiring research into Government of
Guam ownership records and those of title companies, has been largely completed and owners
identified. We are working with the Attorney General’s Office to ensure that the rights of property
owners are respected in accordance with Guam law, as we continue our field investigations. In addition,
we have worked with the Attorney General to obtain the services of a highly qualified appraiser to
determine the value of any land that may have to be acquired to complete the closure of the Ordot
Dump.

Geotechnical Investigations — The Receiver and its consultants largely completed geotechnical field
investigations in accordance with the scope of work. Soil samples were sent off island to laboratories to
assess geotechnical properties of the soil and establish design parameters to be used in closure design.
The culmination of this work was the preparation of the Geotechnical Investigation Report, completed in
May 2012. This report documents the extensive investigative and testing work performed on site soils
and is a fundamental reference and support document for the closure design development.

The Guam Environmental Protection Agency (GEPA) and EPA conducted a site visit to the Ordot Dump
during which the Receiver and its geotechnical consultants provided a detailed site tour to help GEPA
and EPA staff understand the geologic and geotechnical characteristics of the site as well as view
firsthand test pit waste delineation work to establish the depth of waste in certain areas where possible
removal and relocation of waste will be considered as part of closure. These findings will be presented
in a supplemental geotechnical report or waste delineation technical memorandum.

Delineation of Waste Limits — As reported in the previous Quarterly Report, the Receiver and its
consultants identified additional areas where waste limit delineation was needed to establish waste
limits and depth of waste. This work was performed in June.

At this time, we are preparing the waste delineation technical memorandum, which will include the data
gathered from the June test pit activities. Preliminary results indicate waste from 2 to 6 feet deep over
a large area in the northwest corner of the site and some waste depths, greater than previously
reported, located along the east side waste limits.
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Gas Migration Investigations — This investigation comprises three phases. Phase | involved the
installation of 12 gas migration monitoring wells from which air samples are collected and evaluated.
Measurements of combustible gases and pressures were taken at least four times over a two-week
period in each well. Through May 4, 2012, all 12 gas wells were sampled 17 times. Additionally, 16
structures or vaults along Dero Road were also sampled between February 24 and April 28, 2012. Phase
I monitoring results are presented in the Phase | Landfill Gas Report, May 2012.

As stated in the Phase | report, with one exception, none of the structures or vaults sampled resulted in
methane measurements of concern. The exception is the water valve vault owned by the Guam
Waterworks Authority (GWA) on the southern shoulder of Dero Road in front of the Ordot Dump. The
installation of a passive ventilation system has mitigated the methane concern, and since its installation,
results have not exceeded safe limits. Other findings based on the Phase | monitoring activities include:

1. Two of the landfill gas (LFG) migration monitoring wells, LFGMW-2 and LFGMW-3,
consistently exhibited methane concentrations above the Lower Explosive Limit. This is not
a safety issue since the wells are sealed and only qualified personnel may access them.
LFGMW-2 is located in the Dero Road Right-of-Way and LFGMW-3 is located on Government
of Guam property along the northeastern boundary of the Ordot Dump footprint. Methane
gas migration will be mitigated in this area when waste is removed from this area and the
closure system installed.

2. Site background methane readings in the air above and near the Ordot Dump ranged from 1
to 3 percent by volume, which is not surprising given that the Dump does not have an active
LFG collection system.

3. The presence of carbon monoxide in LFG is common and of interest primarily because it is a
relative indicator of potential subsurface oxidation (SSO) or a fire within the landfill.
According to general guidelines followed by several states, carbon monoxide concentrations
of 1,000 ppm or more in LFG are indicative of an SSO event or zone within the landfill.
Based on the LFGMW data we have collected, there is no current such indication at the
Ordot Dump.

Phase Il of the investigation builds on data obtained from Phase |. Based on the elevated methane
concentrations observed in the two LFG migration monitoring wells on the northern boundary of the
Dump and initially in the GWA vault, additional investigation is warranted in order to better define the
lateral extent of LFG migration. Phase Il will focus on the results from Phase | wells where combustible
gas is detected above the limits, providing the design team a better understanding of gas migration and
information needed to address any safety issues.

To evaluate the lateral extent of the elevated methane concentrations, six (6) additional Phase Il landfill
gas migration wells were installed and sampled. In addition, a shallow groundwater monitoring well was
converted to a landfill gas monitoring well, resulting in a total of seven (7) new gas monitoring points.
The selection of additional LFG migration well locations was based primarily on the following:
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1. Completing the Dump’s LFG migration well network
2. Elevated Phase | methane readings along Dero Road
3. Additional points for soil gas sampling to assess offsite migration potential

Wells were drilled, constructed and surveyed in this reporting period as called for in the Environmental
Pre-Design Work Plan. The Phase Il landfill gas migration wells are presently being monitored. An
additional report detailing the results of the findings from these wells will be submitted in the next
quarter.

Gas Generation Potential Wells — Data gathered from these wells will aid in determining compliance
status with respect to applicable federal and Government of Guam air quality rules and regulations;
assessing whether combustion in the waste is occurring or has occurred; estimating the quantity and
quality of LFG available for beneficial use; and evaluating the economic viability of beneficial use
scenarios.

Gas monitoring at the three LFG potential wells and data collection were performed between February
25 and April 2, 2012, in accordance with the Environmental Pre-Design Work Plan. A Technical
Memorandum was prepared in May 2012 on the findings. This document summarizes data collection
efforts and test results associated with the three LFG generation potential wells. The objectives of this
task were to:

1. Provide a sampling location from which representative gas samples can be collected in
order to evaluate the potential for beneficial use of the methane

2. Determine the thickness of the Dump at each location
Provide a location to measure leachate levels within the Ordot Dump

The objectives of this task were achieved and serve as a foundation for subsequent work and design on
the gas collection system. This report has been presented to GEPA and EPA and is under review.

Jurisdictional Wetland Delineation — All wetland areas that may be impacted by the closure plan were
delineated in this reporting period. Our field investigation team gathered wetland data and developed a
comprehensive delineation map for review by the appropriate agencies. This map was processed
through all the signatory agencies, including Guam Department of Agriculture, Guam EPA and the U.S.
Army Corps of Engineers, and received final approval in June 2012. This map serves as the basis for
discussion with regulatory agencies when considering impacts to wetlands of the Closure Plan. On June
25, 2012, the Receiver, GEPA and EPA met with a U.S. Army Corps of Engineers representative, Mr. Ryan
Winn, to discuss the closure plan for Ordot Dump, and our anticipated need to file for a permit issued by
the U.S. Army Corps to conduct the necessary work in wetlands pursuant to section 404 of the Clean
Water Act. Wetland mitigation plan development was discussed and the Receiver will be working with
the U.S. Army Corps early in the closure plan design process to effectuate an efficient review as needed.
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Hydrogeologic Investigations — Work on the hydrogeologic investigation advanced in the present
reporting quarter with the completion of the Phase | Groundwater Report and the first quarterly
groundwater sampling event. The Phase | Groundwater Report presents the preliminary findings and
interpretations of the site conditions, which are required to proceed to Phase Il activities. In addition,
initial groundwater quality laboratory analytical data are presented and compared with water quality
standards; however, no detailed interpretations are made in this initial report. Phase Il activities of the
hydrogeologic investigation included the installation of four additional groundwater monitoring wells
and monitoring the groundwater over four quarterly events. The first of the four quarterly groundwater
sampling events was performed in mid-May 2012. Subsequent interpretations of the groundwater data
will be presented in future reports. The Phase | Groundwater Report has been presented to GEPA and
EPA and is presently under review.

The objective of the hydrogeologic investigation is to identify the water-bearing zone or zones that
might be impacted by the infiltration of leachate or stormwater emanating from the Ordot Dump. This
information is used by the team to develop a three-dimensional picture of the subsurface geologic
features. When paired with the water chemistry data, water level measurements of the sampling
program and precipitation data, this information allows for a detailed hydrogeologic modeling
evaluation of the site that serves as a basis to guide the closure design. Based on the Phase | drilling, the
basic elements of the hydrogeologic model are the same as the conceptual model, but the distribution
of the components is not as simple as previous studies have reported. Leachate does have a connection
to groundwater; however, the distribution of the different bedrock units across the site plays an
important part in the hydrogeologic model.

Surface Water and Sediment Sampling in the Lonfit River — In addition to the groundwater monitoring,
surface water and sediment sampling in the Lonfit River and intermittent tributaries in the Dump area is
used to develop the hydrogeologic model. In May 2012, six surface water and sediment sampling
locations were established and sampled in the first of four quarterly sampling events that coincide with
each groundwater sampling event. During sample collection, basic water quality conditions are
recorded, such as dissolved oxygen, temperature, PH and water surface elevations. Samples taken in
May will be reported in the next quarter.

Archaeological Monitoring — During the reporting period, monitoring continued at every location where
field investigations were performed. All information concerning archaeological finds are reported to the
Guam Historic Preservation Office and handled in compliance with all applicable laws and regulations.
Monitoring will continue in the next quarter with any new areas investigated.

Unexploded Ordnance Monitoring — Routine unexploded ordnance (UXO) monitoring occurred with
every new area where field investigations were performed. During the reporting period, UXO was
discovered on-site during the additional waste delineation test pits in June. The UXO field report dated
June 21-22, 2012, documents three empty Powder Cartridge Cases buried in the waste. The waste in
this area is characterized as the oldest yet investigated and located in the northwest corner of the site.
These are artillery projectile powder casings with the percussion primer flash tubes still present in the
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base. The approximate size of the power casing bottom is consistent with US 105mm size projectiles.
The casings (or shells) posed no threat. The full UXO report is pending and anticipated to be completed
in July.

Other Related Field Work - As part of our site responsibilities, during this investigation phase of the
closure project, the Receiver has maintained intermediate soil cover and stormwater management
controls at the site. Soil material is added, as needed, to maintain cover thickness, and stormwater
drainages are maintained to prevent erosion. Because site roads have been used extensively, we
conduct maintenance of the roadway, silt fences and stormwater structures. Facilities and systems,
such as the on-site buildings, security, water supply, toilets, and emergency power generation, are also
maintained to support the field investigations. In addition, grass cutting and removal around the newly
installed monitoring wells are necessary to prevent damage from grass fires.

Interim Cap Design
At the request of EPA, the additional analysis of the costs and benefits of a temporary interim cap on the
existing intermediate soil cover of the Ordot Dump is anticipated to be finalized in a draft report early in

the next quarter, which will be provided to EPA for consideration. Given the time required for
installation and cost of the interim cap, the Receiver is recommending that we not proceed with the
interim cap; however, we will accept U.S. EPA’s decision in this matter.

The Receiver has maintained close coordination with GEPA and EPA on the progress of this effort, as
with all Ordot Dump closure activities, by continuing to hold regular bi-weekly teleconferences with key
staff.

U.S. EPA Ordot Meetings on July 20 and July 23
In order to prepare the regulatory agencies for the forthcoming heavy review/comment workload

associated with the closure of the Ordot Dump and the other remaining projects related to compliance
with the Consent Decree, U.S. EPA has called meetings in San Francisco on July 20 and July 23, 2012, to
discuss a variety of issues associated with these projects. The agenda will include the following:

e Draft report on wetlands delineation and initial thoughts on mitigation

e Status of/draft reports on geotechnical investigation, landfill gas, waste delineation, and first

quarter groundwater and surface water monitoring

e Initial thoughts on cover criteria and potential public use of the site

e Comments on Phase | groundwater monitoring, topographic/airspace survey, waste thickness

e Harmon transfer station

¢ National Pollutant Discharge Elimination System (NPDES) stormwater permits

e Supplemental Environmental Project obligations

e Solid waste transfer station permit applications

U.S. EPA has requested attendance by the Receiver and Conchita Taitano from GEPA. The meeting

coincides with Ms. Taitano’s attendance at other meetings on the mainland, to minimize the cost to
participate in these meetings. As we have done in the past, it has been requested that the Receiver pay
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for the additional cost that GEPA would incur for Ms. Taitano’s per diem costs for attending this
meeting. We request the Court’s approval to reimburse these costs from funds available to the
Receiver.

2. Layon Landfill (April 2012 — June 2012)

Remaining Construction Efforts and Operations
During the past months, the Receiver worked to ensure that remaining construction was completed.

This construction consisted of change orders with post-opening completion dates for the access road
and Layon Landfill. In addition, as landfilling operations continued, the Receiver addressed ongoing
warranty claims and engineering support for operations.

Access Road (Chalan Layon)
In this quarter, the contractor, Core Tech International (CTl), placed the final pavement layer, or ‘friction

course,” completing all work on May 1, 2012. The paving work was originally delayed pending a
resolution from DPW and the Federal Highway Administration (FHA) on acceptance of the testing results
from the access road test strip placed during the recent quarter. Through diligent efforts by our
construction management team, additional test strips and testing were performed to support
acceptance. Work has concluded on the access road and only warranty support remains for utilities on
an as-needed basis. Since the turnover of the road last year to DPW, maintenance of this road is DPW’s
responsibility. Since that time, we have observed extensive growth of vegetation over stormwater
drainage systems and road safety guardrails. We are concerned that this road is not yet included in
DPW'’s maintenance inventory of roads to maintain on a regular basis.

Landfill Entrance Facilities and Cells 1 and 2

The contractor, Black Construction Corporation (BCC), completed all remaining change order additions
to the contract. The fuel tank and fueling system were certified and put into operation, and the
maintenance building roofing system was installed. Follow-up facility warranty work will continue, and
BCC continues to manage the establishment of vegetation to control erosion and sediment in
compliance with the contract documents.

One additional construction change order is pending at this time. During the construction period it was
determined by TG Engineers, Inc., the Engineer-of-Record, that a portion of the cell drainage system
installation should be postponed and installed during operational activities. At this time, BCC has been
asked to provide a construction quote for the installation of the remaining portion of the drainage
system in the next dry season.

Construction Management
During the reporting period, the construction management (CM) consultant, GHD, primarily provided

warranty support and coordination with BCC in support of operational activities as well as remaining
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oversight of BCC and CTI final contact completion work. The major CM activities consisted of the
following:

e Construction inspection and reporting on remaining BCC vegetation establishment
e Support in the documentation and resolution of warranty issues

e Support contractor pay request review

e Support change order review processing as needed

e (Coordination with inspections and clearances as needed

Other CM services
A number of the Receiver’s tasks required additional CM support, and we have tasked GHD to provide

ongoing support. The additional work includes:

1. Cell drainage system installation support — GHD was tasked with the development of shop
drawings and construction installation guidelines to enable the contractor to develop a
construction quote and provide CM during its installation.

2. GSWA office building safety repairs — CM services consisted of support for the procurement of
bids, award and execution of construction oversight and documentation for the completion of
building safety repairs to the GSWA office building. In this quarter the project was substantially
completed.

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

Design Support Services
Layon Landfill and Access Road — For the Layon Landfill and Chalan Layon access road, design activity is

complete; however, the Receiver will continue to involve TG Engineers, Inc. (Engineer of Record) where
necessary to address questions or issues that arise during operations for both the access road and the
Layon Landfill.

Upgrade of Residential Transfer Stations — During the reporting period, work continued to develop the
design plans and specifications for the Harmon Residential Transfer Station and Household Hazardous
Waste Facility, co-located in Harmon at the GSWA compound. In consultation with the respective utility
authorities, DPW, Guam Fire Department (GFD), GEPA, and other Government of Guam agencies, site
layout and building design were completed and submitted for a building construction permit on May 15.
Approvals were received by most of the signatory review agencies through the end of May. GEPA
initially provided draft comments in May, to which the Receiver responded in May. GEPA received
subsequent final comments on June 15. The Receiver met with GEPA and EPA to address these
comments on June 25. We anticipate the approval signature from GEPA to the building permit
application in the early part of July.
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An additional aspect of the Harmon Transfer Station development is the severing of the portion of the
DPW complex, on which the transfer station will operate, to GSWA. We have worked with the DPW
director and staff and appreciate their efforts to support this process. In June, the severance map was
made final with signatures from DPW and the Department of Land Management (DLM). The severance
map is one of the supporting documents we need to submit with the application for a solid waste facility
operations permit. An operational permit for the residential transfer station is a requirement of the
solid waste facility permit of the Layon Landfill and is further discussed in a subsequent section. GHD is
conducting design support and permitting for these projects.

The scope of work and design cost estimates were developed in this quarter for the three existing
transfer stations: Agat, Dededo and Malojloj. Design plans, specifications and permitting must now be
completed before construction bids can be solicited. As part of this process, we are also seeking to
clarify the Government of Guam entity holding title to the land and seek its transfer to GSWA when
needed. The Receiver will work closely with the Attorney General’s Office to accomplish this work.

Environmental Monitoring and Compliance
During the reporting period, the Receiver continued to advance environmental compliance coordination

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

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

Layon Landfill Municipal Solid Waste Facility Permit
The Layon Landfill Solid Waste Facility Permit contains certain conditions with which the Receiver

complied during construction and operations. Now, during operations, the landfill operator provides
permit reporting, supported with information from the third-party environmental compliance
consultant, for stormwater, groundwater, gas monitoring, and surface water monitoring as well as
leachate characteristics. The Receiver and operator have worked diligently with GEPA and EPA to
comply with all required conditions of the permits.

Layon Groundwater and Site Monitoring
The first semi-annual sampling event results under the Detection Monitoring Plan (DMP) for

groundwater and surface water were reported on May 18, 2012. This report has been presented to
GEPA and EPA, which will review the results in context with groundwater results already compiled at the
site to guide future monitoring as needed. Additionally the second semi-annual sampling event was
performed in mid-May. Those analytical results are now pending, and a report on the results is
anticipated in the next quarter.
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Layon Stormwater Pollution Prevention Plan
Stormwater inspections, monitoring and reporting continue to be carried out in accordance with the

plan for landfill operations. The reports are on file at the Layon Landfill and provided as part of the
quarterly reporting by the operator under the Landfill Solid Waste Facility Permit. Under this permit,
regular testing of stormwater is required and will be incorporated under the environmental monitoring
performed during landfill operations. The Receiver has contracted with EA Engineering, Science and
Technology, Inc. as the third party to perform this monitoring work. In addition to the regular bi-weekly
meetings with GEPA and EPA to report on these activities, the Receiver held a site visit at the landfill in
June with GEPA and EPA representatives to visit the detention ponds and monitoring points, and to
report on all environmental monitoring activities over the last two quarters.

Layon Spill Prevention Countermeasures Control Plan
The Spill Prevention Countermeasures Control (SPCC) Plan puts procedures and controls in place at the

landfill to reduce the chance of a petroleum release at the facility during operations. The plan provides
countermeasures to deploy should such a release occur. This plan is now in practice during operations
and is the daily responsibility of the operator. During this reporting period the fuel tank and refueling
systems became operational and so SPCC training was held by the landfill operations staff regarding the
systems operations, fuel loading, and spill countermeasures and controls. This plan is kept on file at the
landfill operations office, updated regularly and available for inspection at any time.

Inarajan Wastewater Treatment Plant (WWTP)
During the reporting period, leachate, influent and effluent wastewater and marine water sampling

continued in accordance with the work plan. Leachate, wastewater characteristics (with leachate added
to the influent), and the performance of the WWTP treatment are monitored weekly. Marine water
monitoring at six sample locations is also being performed weekly for enterococci, and monthly for all
other parameters.

May 2012 marked the completion of the third quarter reporting period with leachate flows entering the
WWTP and the fifth reporting period overall. Data through May 2012 show the Inarajan WWTP
continues to achieve monthly treatment targets and indicate there do not appear to be any adverse
impacts of the leachate on the WWTP. We will continue to work with GWA to carefully monitor these
results and make any needed operational adjustments.

In addition, as we have described in previous Reports to the Court, additional capital improvements to
the WWTP have been designed and will be put into place quickly, should they be needed. 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, dated November 2009,
and in close coordination with GWA, GEPA and EPA. The plan calls for a two-year period of monitoring
at the plant after the initial acceptance of leachate at the WWTP. After the two-year period, GWA
should assume monitoring responsibilities at the plant.
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Residential Transfer Station Facility Permit Compliance
The new Harmon facility, which will replace the residential transfer station that closed with the closure

of the Ordot Dump, as well as several physical improvements to the transfer stations are required to
meet permit compliance requirements for the Layon Landfill and serve the needs of the community.
These improvements were outlined in the previous sections. The previous Quarterly Report described
Phase | environmental site assessments to support the permitting of these improvements and document
existing conditions at each facility. In addition, each facility will require a Solid Waste Facility Permit, and
several support documents, depending on location, are being developed, which will be submitted with
these Solid Waste Facility permit applications.

In this reporting period, we developed the following documents to support the submittal of the permit
application for the Harmon Residential Transfer Station and Household Hazardous Waste Facility:

e Design plans and specifications
e QOperations plan
e Severance map

Early in the next quarter, we anticipate submitting to GEPA and EPA a completed Solid Waste Facility
Permit application. The three existing transfer facilities will each require similar supporting documents
for facility permits. In this quarter, we have focused on the development of plans and specifications, as
described earlier.

We also will conduct further investigations at both the Agat and Dededo transfer stations to fully
evaluate the sites and propose corrective actions for removal and site restoration, carried out in
consultation with GEPA and EPA. During our site inspection in June with GEPA and EPA at the Dededo
facility, it was determined, through ongoing observation by GSWA staff that the northern portion of the
site continues to be used to conduct some type of materials recovery and storage. Through research
with GEPA, we learned that this entity, JR Mateo, has a recycling facility permit from GEPA but not for
this property. While this company has an agreement from Chamorro Land Trust Commission (CLTC) to
conduct a business on the parent property lot administered by the CLTC, we understand the agreement
does not identify the northern portion of the lot on which the transfer station resides as the location to
conduct such business. We are in the process of engaging the Attorney General and CLTC to have this
operation relocated off the transfer station lot.

Supplemental Environmental Project
The Household Hazardous Waste Facility, which will be co-located with the Harmon Residential Transfer

Station, will house the Household Hazardous Waste Collection Program and constitutes a significant
condition of compliance with the requirements of the Supplemental Environmental Project (SEP) of the
Consent Decree. The SEP requires the Government of Guam to create capacity to address household
hazardous waste on the island. The Receiver will address GSWA's responsibilities under the SEP through
design plans, permitting and bid procurements for construction and operation of the Household
Hazardous Waste Facility.

Gershman, Brickner & Bratton, Inc. Page 13 of 44 July 18, 2012



3. Operations of the Guam Solid Waste Authority

Weekly Trash Collection

Between April 1, 2012, and June 30, 2012, GSWA crews performed approximately 221,000 residential
collections, of which 99.79 percent were made on time. These crews collected 5,043.7 tons of waste
from these customers.

Cart Repossessions
GSWA tracks customer accounts and provides customers with reminder phone calls and letters when

their balance due goes beyond 60 days. At 90 days past due, GSWA repossesses the cart, and if the
customer wishes to reinstate curbside weekly service, the delinquent customer must pay the balance
due along with a $50 reinstatement fee.

Between April 2012 and June 30, 2012, GSWA repossessed carts from 786 delinquent customers with
404 (54 percent) of those customers paying their delinquent bills and the $50 reinstatement fee before
having their carts and weekly service reinstated. Interestingly, 166 customers have restored their
accounts more than once, paying the reinstatement fee each time.

Cart Repairs
The trash carts GSWA purchased with a competitive procurement are holding up well and need

minimum repairs. There are approximately 16,500 Toter carts used for weekly trash collection and
another 1,000 Toter carts used for the Curbside Recycling Pilot Program. In April 2012, five carts needed
repairs; no cart repairs were needed in May and June.

Bulky and Metallic Waste Collections
In September 2011, GSWA launched its Metallic and Bulky Waste Collection Program. GSWA’s
residential customers can now get two free collections of bulky and metallic waste each year. GSWA

also offers this collection service for a $25 fee per collection to those who are not GSWA customers. The
materials collected in this program are recycled to the extent possible. Between April 1, 2012, and June
30, 2012, GSWA employees made 117 collections, picking up 270 large items such as water heaters and
furniture. The total waste collected under this program during the reporting period was 8.4 tons.

Residential Transfer Stations

Between April 1, 2012, and June 30, 2012, GSWA diverted for beneficial use at the Layon Landfill a total
of 19.27 tons of glass jars and bottles, disposed of by customers of the residential transfer stations. A
total of 27.01 tons of cardboard were received at these residential transfer stations for recycling.

Trash received at the residential transfer stations, which are located in Agat, Molojloj and Dededo, is
transported to the Hauler-only Transfer Station or directly to the Layon Landfill for disposal. Between
April 1 and June 30, 1,324.42 tons of waste were received at these residential transfer stations from
9,440 vehicles; the approximate weight of the average load per vehicle was 279 pounds. Figures 1 and 2
show the number of customers and tonnage received at each of the transfer stations.
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Figure 1

Customers Using Residential Transfer Stations — April 2012 — June 2012

]

Agat -1'598
Dededo — 6,386

Malojloj P 1,456

Figure 2

Tonnage of Trash Received at Transfer Stations, April 2012 — June 2012

Agat - 228.6
Dededo — 914.36

181.46

Malojloj

Hauler-Only Transfer Station

GSWA operates the Hauler-only (aka commercial) Transfer Station under a contract with Guahan Waste
Control with GSWA personnel staffing the scale house. Over 90 percent of the trash delivered to the
Layon Landfill goes through this commercial transfer station, which from April 2012 through June 2012,

Gershman, Brickner & Bratton, Inc. Page 15 of 44 July 18, 2012



averaged 225 tons a day. The Hauler-only Transfer Station received 20,513 tons of waste during the
reporting period, transported in 4,220 vehicles. The operator of the facility screens for excluded waste
before loading waste into large transfer-trailer trucks for transport to the Layon Landfill. Consolidating
the waste into the larger vehicles reduces the amount of traffic to the Layon Landfill.

Layon Landfill
The Layon Landfill, which opened on September 1, 2011, has operated since that time without problems

or interruption. As the operator under contract to GSWA, Herzog Environmental, Inc. not only handles
the incoming trash but is also responsible for maintaining the facility and its equipment, and controlling
litter at the facility. In addition, Herzog provides fire prevention measures, such as grass cutting, brush
clearing and building fire breaks for the monitoring wells and wells outside the perimeter fence. Herzog
has also conducted seven public tours of the facility since it has opened, and GSWA has conducted two
tours of the site. The facility received 1,253 truckloads of trash between April 2012 and June 2012.
During this same period of time, the average daily weight of trash disposed of in the Layon Landfill was
279 tons while the total tonnage was 21,743 tons.

Administration

During the reporting period, GSWA procured a new phone system to better serve customers who call
GSWA. The new phone system allows GSWA to more accurately quantify the number of calls to its
offices, their duration, how many calls were connected to an operator, and peak periods for incoming
calls. This new phone system became fully functional in June. Between June 1 and June 30, GSWA
received 4,547 calls to its phone lines for customer service, operations, procurement and human
resources. Ninety-eight percent of calls to the customer service line (646-3111) were answered directly
by a Customer Service Representative. The remaining 2 percent of callers were given the option of
leaving a message on the machine for a Customer Service Representative to call them back. The average
duration of incoming calls was 1 minute, 45 seconds. Before being connected to a Customer Service
Representative, callers waited an average of 13 seconds.

Between April 1, 2012, and June 30, 2012, 2,094 customers came to the GSWA'’s offices for assistance
from the Customer Service Representatives. These customers came in to sign up for service, ask
guestions about their invoices, and obtain information about other GSWA services.

During the reporting period, Customer Service Representatives also conducted telephone surveys with
two samples of GSWA customers. A total of 105 customers who take part in GSWA’s Curbside Recycling
Pilot Program participated in a survey about recycling services. In addition, 103 customers who receive
trash service, but no recycling service, were also called and asked questions about recycling. The results
of these surveys are provided in the Curbside Recycling Pilot Program section of this Report and in Tab 3.

As noted in our previous Quarterly Report, GSWA has been developing Standard Operating Procedures
(SOPs) in order to provide direction, improve communication, reduce training time, and improve work
consistency for GSWA personnel. SOPs are designed to enhance quality control by defining the work
process, identifying records, and developing confidence in personnel that they are meeting the goals of
the organization. The SOP development process includes workers in all areas of the organization, who
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are identifying and working through issues to come up with clear and pragmatic SOPs. During this
quarter, 25 SOPs have been finalized.

Personnel

At the conclusion of this reporting period, the number of GSWA employees has dropped from 56 in the
previous Court Report to 55. The number of GSWA employees is a reduction of approximately 44
percent when compared to the 99 employees in the Solid Waste Management Division when the Court
appointed the Receiver in March 2008. Of these 55 employees, 16 are temporary workers, 3 are
contract employees, and 36 are Government of Guam employees.

4. Curbside Recycling Pilot Program

Overview

The Curbside Recycling Pilot Program was fully implemented in January 2011 and served 1,000
customers, who were provided with recycling carts. Materials accepted were paper products, such as
copy paper, newsprint, junk mail, and cardboard as well as bi-metal and aluminum containers, and #1
and #2 plastic containers. The customer placed these materials in the recycling cart and they were
collected at the curb. Participants received recycling collection service at one of three frequencies:
weekly, twice monthly or monthly. Although data collection for the 12-month pilot program has ended,
the 1,000 program participants continue to receive recycling service at the same frequency as during the
pilot program, pending a decision on expansion of the program.

The contamination rate is an important measure of whether participants are complying with instructions
for proper recycling, and a contamination rate of 10 percent or less is considered acceptable. Figure 3
shows that during the yearlong program, the contamination rate steadily dropped from 14 percent to 7
percent.

Figure 3
Contamination Rate

0,
8.00%

7.00%

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter

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. By the end of a
year, the total set-out rate was 57 percent. Table 1 shows the set-out rate for the three collection
schedules.
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Table 1
Set-out Rates

Possible Set Outs Actual Set Quts Set-out Rate
Weekly 34,190 18,634 55%
Twice Monthly 4,326 2,584 60%
Monthly 2,796 2,149 77%
Total 41,312 23,367 57%

The average GSWA customer household generates 1.17 tons or 2,339 pounds of trash per year. The
average household participating in the monthly collection program generated 215 pounds of recyclables
during the year, resulting in a 9 percent recycling rate. In the twice-monthly collection program, the
average participating household generated 385 pounds of recyclables during the year, with a recycling
rate of 16 percent. The average weekly collection program participant generated 673 pounds of
recyclables per year, giving that household a recycling rate of 29 percent. These figures suggest that
more frequent collection yields a higher recycling rate.

Not all customers who had the opportunity to participate in the Curbside Recycling Pilot Program did so,
and some participated sporadically. If we include these customers in the calculations, the recycling rates
are lower. Figure 4 shows that the recycling rate for the monthly collection schedule was 7 percent,
while the rates for the twice-monthly and weekly collection schedules were 10 percent and 16 percent
respectively.

Figure 4
Recycling Rates for All Pilot Program Households
Monthly 7%
Twice Monthly 10%
Weekly 16%

Table 2 shows the weight of material collected. Paper comprises 58 percent of the total collected, while
plastic comprises 23 percent of the total. In the pilot program, aluminum is donated to the IRecycle
Program. Bi-metal cans are taken to a local scrap dealer.
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Table 2
Weight of Material Collected

Item Pounds (rounded) | Tons (rounded) | Percent
Total Collected 336,819 168 100%
Recyclables 312,263 156 93%
Contaminants 24,556 12 7%

Figure 5 provides a comparison of the annual tonnage expected to be collected under each of the
collection schedules for all of GSWA's customers. By applying the pounds per set-out and the set-out
rate to 17,000 customers over the course of a year, we can project the annual recycling tonnage that
would be collected. The monthly and twice-a-month collection schedules resulted in 45 percent and 63
percent respectively of the tonnage collected in the weekly collection schedule.

Figure 5
Projected Annual Recycling Tonnage per Collection Schedule
Monthly 1,408
Twice Monthly 1,957
Weekly 3,119
(I) 1,0IOO Z,OIOO 3,OIOO 4-,0IOO

Survey Research
During the reporting period, GSWA Customer Service staff administered a telephone survey to 105

participants of the Curbside Recycling Pilot Program (approximately 11 percent of the total). The survey
sample included pilot program participants with the three-collection schedules (monthly, bimonthly and
weekly) and was representative of the distribution of our customer base across the island.

Survey respondents expressed positive opinions about the program and would like to see it continue.
When asked to respond to the statement, “I wish to continue with curbside recycling,” 97 percent
agreed (Figure 6).
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Figure 6: “l wish to continue with curbside recycling.”

Strongly Disagree ' D%

Disagree D%

Neutral 3%

Agree 7%

Strongly Agree 90%

0% 20% 40% 60% 80% 100%

The full survey results are included in this report as Tab 3, including the results of a second survey
administered to GSWA customers who did not participate in the Curbside Recycling Pilot Program.

Collection Options

During the pilot program, GSWA used three collection strategies: once-a-month collection, twice-a-
month collection and weekly collection. If the Curbside Recycling Pilot Program were expanded to
GSWA'’s 17,000 curbside customers, a determination about the type of service and frequency of
collection will need to be made.

Table 3 “Collection Option Matrix” highlights the pros and cons of each of four collection strategies. In
addition to providing carts to all curbside customers to receive either monthly, twice-monthly or weekly
collection, a fourth option is to provide collection on a subscription basis at one of the three collection
frequencies. With subscription service, customers would have to contact GSWA to sign up for recycling
collection. This option has the benefit of providing carts and service only to those customers who really
want to recycle but has the downside of requiring customers to call GSWA to sign up for service. This
requirement could prove to be a barrier to those who would probably participate in recycling if given
the cart but who will not make the effort to call GSWA to sign up for the service. In the table below,
subscription service is assumed to be on a twice-monthly collection basis.

Gershman, Brickner & Bratton, Inc. Page 20 of 44 July 18, 2012



Table 3: Collection Option Matrix

Monthly Biweekly Weekly Subscription
Cart provided to all curbside No — Customers have to sign
Yes Yes Yes R
customers up for service.
Single Stream (all recyclable
6 ( i Yes Yes Yes Yes

items go into one cart)

Maintains a balance
between collection

, , expense and amount of Schedule is easy to Provides recycling service to

Requires less equipment . . . .
material collected; provides [remember for customers. | people who will use it;

and fewer employees for

Pros , R more operational flexibility (Largest tonnage of material |higher set-out and recycling

collection; least expensive . ..
to implement than the weekly collection |collected on an annual rate; more efficient

P and a more convenient basis. dispersal of carts.

schedule than the monthly
collection program.
Customers who want to
recycle a lot will need ,
. Requires greatest use of

multiple carts; storage of il )

. . , equipment and employees |Requires customers to take
material for longer period  |Does not divert the largest . i .

. , for collection; has highest  |an extra step to sign up for
of time; harder schedule to |amount of material; some . e . .
Cons . potential for significant service; potential for

remember. Least amount of |customers have difficulty . . .

i , capital purchases in trucks |routing changes because of
material collected on an remembering the schedule. . Lo .

. i and the hiring of new variability of subscriptions.
annual basis. Least liked
employees.

collection schedule per
GS5WA surveys.

Projected Costs
The yearlong Curbside Recycling Pilot Program provided consistent measurement of participants’ set-

out rates. These set-out rates were used to project costs under each of the collection scenarios:
monthly, twice a month and weekly. A fourth option of twice-a-month collection on a subscription
bases has been added.

Assuming the set-out rate achieved for each of the collection schedules in the pilot program would
continue in an expanded program, no new trucks will need to be purchased and no additional
employees will need to be hired. Projections were developed using costs for existing GSWA employees
and equipment use. Capital purchases were limited to carts. The following cost projections were also
based on the total number of curbside customers, excluding the 1,107 (7 percent) customers who reside
in off-road locations inaccessible to GSWA's large trash collection vehicles. New vehicles and additional
employees would be needed to handle these difficult collections.

The following cost projections take into account the existing supply of GSWA carts and the 1,000 carts
already used for the Curbside Recycling Pilot Program. A detailed list of assumptions for the cost
projections is included in Tab 4.

Figure 7 compares the estimated annual cost of collection for each of the collection schedule options.
The weekly collection schedule is the most expensive, more than double the cost of the twice-a-month
schedule. Once-a-month collection is the least costly, at about a third of the cost of weekly collection.
The two scenarios with twice-a-month collection have costs that are 35 to 44 percent of the cost of
weekly collection. These estimated costs do not include net processing cost for the recyclables.
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Figure 7: Comparison of Annual Costs for Island-wide Collection Scenarios

Weekly

Twice a Month Subscription

Twice a Month

Once a Month

$189,645

Table 4 shows details for the estimated curbside recycling collection costs for each of the four scenarios.
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Table 4: Curbside Recycling Island-wide Collection Costs

. Biweekly with
Elements of Cost Monthly Biweekly Weekly Subscription
Set Out Rate 80% 80% 55% 60%
Customers With Recycling Carts 15,893 15,893 15,893 9536
Amortized Carts $70,675 $64,250 364,250 $32 570
Personnel $56,603 $114 599 $360.418 $114 599
Fuel $33,120 $50,200 $107,280 $50,200
Maintenance/Tires $14,400 $36,000 $64,000 $26,000
Administrative/Education $27 990 $27.990 $27.990 $27 990
Sub Total: $218,682 $308,932 $639,831 $261,359
10% Contingency $21,868 $30,893 $63,983 $26,136
Processing Per Ton Fee $0 $0 $0 $0
Processing Cost $0 $0 $0 $0
Less Revenue 50 50 S0 30
Less Transfer Station Fees -$39,565 -§54 992 -%87.644 -§54,992
Less Landfill Fees -$30,835 -$42 858 -$68,306 -$42 858
Total Annual Cost Estimate $170,150 $241,976 $547.864 $189,645
Estimated Recycled Tons 1,408 1,957 3,119 1,957
Annual Adjusted Landfilled Tons 81,306 80,757 79,595 80,757
Cost Per Recycled Ton $120.84 $123.65 $175.65 $96.91
Annual Cost Per Residential Customer $10.71 $15.23 $34.47 $19.89
Cost Per Pickup Per Customer $0 89 $0.63 $0 66 $0 83

Once the collection of the recyclable material has taken place, the material must be processed, and a
processing cost will most likely be applied. On May 26, 2012, GSWA released a “Request for Expressions
of Interest for Providing a Materials Recovery Facility and the Sale of Post-Consumer Material Collected
From Residential Single Stream Collection on Guam.” On June 27, 2012, two interested parties
submitted responses to the GSWA. We will continue to evaluate these responses, but at this point there
is no firm per-ton processing fee to report to the Court. The goal is for total cost, including the net
processing fee, to be less than the total cost of landfilling the material (i.e., the tipping fee).

If a decision is made to implement curbside recycling collection to all GSWA customers, GSWA will incur
a one-time expense to deliver carts to customers. The Receiver proposes to follow the same delivery
plan used when the trash carts were delivered. The time it takes to deliver the recycling carts will be
less because all the routes are well known and mapped. The cost to deliver the trash carts was
approximately $311,000 while the delivery of recycling carts is expected to cost approximately
$150,000. GSWA proposes to deliver on Fridays, Saturdays, and Sundays; delivery is expected to take no
longer than 22 weekends.

Findings

e The Curbside Recycling Pilot Program achieved low contamination and consistent set-out rates.
e The survey of participants shows a strong desire to keep and expand the program.
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e The survey of customers who did not participate in the Curbside Recycling Pilot Program also
shows a strong desire to have curbside recycling expanded to all GSWA customers.

e At the projected set-out rates for an expanded program, GSWA'’s ability to conduct curbside
recycling with its own trucks and staff will minimize the cost for the additional collection service.

e Survey results show that either weekly or twice-monthly collection schedules are the most
popular. Twice-monthly collection affords more flexibility for GSWA’s crews to collect the
material and still minimize costs.

e Guam appears to be gaining interest in recycling and this program could take recycling
education into the homes of over 15,000 households and, along with the work of other recycling
activities on island, could generate more enthusiasm about recycling.

5. Contract Management and Procurement (April 2012 — June 2012)

Work to finalize the Request for Proposals (RFP) for the operation of the Household Hazardous Waste
(HHW) Program and procurement documents for the construction of the new residential transfer station
at the GSWA compound, including the HHW facility, comprised the bulk of the work in this area during
the reporting period. To ensure that the procurement documents meet all of the requirements of Guam
Law, we are in consultation with the Office of the Attorney General and fully incorporating their
recommendations

As noted in our last Report, the Chief Procurement Officer for the Government of Guam delegated to
the Receiver the responsibility of selling equipment that is excess to GSWA’s needs. The equipment was
first offered for sale to other agencies in the Government of Guam. No agency indicated an interest in
buying the equipment. It was then advertised for sale to the public with sealed bids opened on June 1,
2012. Bids were received from four companies. Table 5 shows the bids received for each item. All
items were sold to the highest bidder, producing $94,658.97 for GSWA from the sale.
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Table 5

EXCESS EQUIPMENT SALE

w/ WASTE HANDING
ARRAMNGEMENT

ITEM 2: CATERPILLAR D8RI
TRACK TYPE TRACTOR (DOZER)
w/WASTE HANDLING
ARRANGEMENT

NQBID

ITEM 3: 2003 CATERPILLAR DR9

DS DOZER w/ RIPPER

NO EID $48,000.00

$5,999.00

June 1, 2012
Bidders / Bid Amount High Bid
CAMACHO FAMILY KORANDO PACIFIC
BID ITEM JMC PARTNERSHIP CORPORATION UNLIMITED Bidder Amount
ITEM 1: CATERPILLAR 963C
TRACK LOADER PACIFIC
NO BID NO BID NOBID $3,802.99 3,802.99
UNLIMITED

$35,002.99

$10,502.99

KORANDO

48,000.00
CORPORATION

PACIFIC
UNLMITED

ITEM 4: HYUNDAI R360LC 330 BL
HYDRAULIC EXCAVATOR
w/ BUCKET (225 HP)

$29,000.00

ITEM 5: FREIGHTLINER CL 120

$100.00
DUMP BODY

ITEM 6: FREIGHTLINER CL 120
DUMP BODY

NQBID

ITEM 7: FREIGHTLINER CL 120 NQBID
DUMP BODY

Item 8: FREIGHTLINER CL120
DUMP BODY

NOBID

NO EID NQOBID

$750.00 NOBID

$795.00 NOBID

$800.00 NOBID

$825.00 NOBID

$6,302.99

$503.99

$307.99

$359.93

$1,007.99

IMC 29,000.00

CAMACHO
FAMILY 750.00
PARTNERSHIP

CAMACHO
FAMILY 795.00
PARTNERSHIP

CAMACHO
FAMILY $800.00
PARTNERSHIP

PACIFIC

UNUMITED $1,007.99

Table 6 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 reported elsewhere in this Report.
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Table 6

Consent Decree Contracts as of June 30, 2012
Citibank
Trust
Amount of Account
Contractor Purpose of Contract Contract Expenditures| Work Status
Alpine Technology, Inc. Customer Service Software s 317466 | $ 270,681 | On-going
Asia Tiger Construction Emergency Repairs at Transfer Stations | $ 33,378 | S 33,378 Closed
. . Layon Landfill - Construction of Close out
Black Construction Corporation L $ 24,103,921 | $23,971,097
Entrance Facilities and Cells Land 2 Phase
Planning Environmental Monitoring for i
Brown and Caldwell . S 6,192,198 | $ 3,151,212 | On-going
Final Closure of Ordot Dump
Layon Landfill - Construction of Access a "
0se ou
Core Tech International Road and Utility Improvements for S 28,369,411 | 526,644,570 Ph
ase
Community
Groundwater Quality Monitorin
EA Science and Technology ) ty e 5 1,862,102 | § 1,620,816 | On-going
Services
A New Trucks, Roll-off Containers and Gov Guam .
Far East Equipment S 3,843,586 | On-going
Trash Carts Purchase Orders
Fleet Servi C Qualificati d Rigging C GovGuam 5 24,983 Cl d
eet Services rane Qualification and Rigging Course , ose
gging Purchase Orders
3 . Security Services for the Solid Waste o
G4 Security Services of Guam Indefinite 5 16,904 Closed
Compound
Minimum
_ Maonthly Charge i
Guahan Waste Control Hauler-only Transfer Station 5 1,797,683 | On-going
Plus Per Ton
Excess Charge
Minimum
. . i Maonthly Charge .
Herzog Environmental, Inc Operation of the Layon Landfill $ 2,006,861 | On-going
Plus Per Ton
Excess Charge
Kevin and Steve Corporation GSWA Power Sevice Separation S 113,256 | § 113,256 Closed
Layon Landfill - Construction of Landfill
Maeda Pacific Corporation Operations Road and Mass Grading for | 5 10,045,245 | 5 10,045,245 Closed
Cells1and 2
Mippo Corporation Safety Improvements for Dero Road S 19,134 | S 19,134 Closed
. . Temporary Staffing Services for the o .
Pacific Human Resources Services, Inc. . o Indefinite $ 1,088,709 On-going
Solid Waste Management Division
Security Services for the Solid Waste
Pacific Island Security Agency Compound (replaced G4 Security Indefinite S 451,696 | On-going
Services of Guam)
Shaw Environmental, Inc. Technical Assistance S 305,347 | S 26,275 On-going
i Layon Landfill - Design and Engineering i
TG Engineers, PC . S 10,124,332 | $ 3,164,048 | On-going
Services
Subjectto
. . Gov Guam
Triple J Enterprises, Inc. Mew Trucks S 91,700 Future
Purchase Orders o
Bidding
_ Construction Management Services for _
winzler & Kelly Consent Decree Projects s 6,375,284 | 5 5,585,576 | On-going
Mote: Does notinclude 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 the date of this report and expenditures through June 30, 2012,
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Tabs 5 and 6 provide the Court with a list of approved change orders for the Consent Decree contracts
listed in Table 6. Tab 7 includes all individual payments made under these contracts.

6. Financial Issues and Capital Funding (April 2012 — June 2012)

Overview

During the reporting period, we have made progress resolving issues with commercial customers,
continued to achieve solid results with residential customer accounts and began a review of government
accounts with the Department of Administration. We have continued to closely monitor the cash flow
of the GSWA, and we have filed a revised rate recommendation with the PUC.  In this section, we
provide the Court with updates on the following:

e Operating results for the GSWA for FY 2012, from October 1, 2011, to May 31, 2012 (Note:
Expenditures and revenue are reported through May 31, 2012, since complete data for the
month of June 2012 were not available when this report was finalized.)

e (Cash position of GSWA

e Status of residential customers

e Status of large commercial accounts

e Status of other commercial accounts

e Status of Naval Facilities Engineering Command (NAVFAC) account
e Status of GWA account

e Status of Government accounts (excluding GWA)
e Capital funding

e Reserves of the GSWA

e Update on rate recommendations to the PUC

e FY2013 budget for GSWA

e Waste disposed at the Layon Landfill

e Bridge and roadway repairs and replacements

Operating Results for the GSWA for FY 2012, from October 1, 2011, to May 31, 2012
During the reporting period, GSWA continued to show positive results in its financial operations. Table 7

provides the Court with a summary of expenditures and revenue through May 31, 2012, compared with
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the FY 2012 approved budget. A more detailed report of expenditures and revenue compared with the
FY 2012 budget is provided in Tab 8 of this Report.

At the end of May, GSWA completed two-thirds of its first fiscal year with the new landfill and Hauler-
only Transfer Station in full operation. Through the period, GSWA is operating 11.9 percent below its
approved expenditure budget. Personnel costs were about 32 percent below budget, and non-
personnel spending was about 7 percent below budget. Revenue from all sources was 9.3 percent
above budget, resulting in a net surplus for the first eight months of $1,056,370.

Table 7

GuamSolid Waste Authority
Summary of Operating Budget
FY 2012

October 1, 2011 to May 31, 2012

Actual Spending % Over

Total Annual ! Revenue to {under)

[tem Budget Budget to Date Date Budget

Personnel Expenses £3,399.429 52 266,286 51,545 054 -31.8%
Other Expenses | Resenves 514 575 555 59,717,037 $9.016,920 -7.2%
Total Expenses | Reserves $17,974,984 $11,983,323 $10,561,974 -11.9%
Total Revenue (All Sources) $16,947,000 $10,631,333 $11,618,344 93%

Budgeted From Fund Balance 52,027,984 $1,351,989 50 -100.0%
Total Funding Available 517,074,084 511,083,323 511,618,344 NIA
Surplus | (Deficity* $0 0 $1,056,370  N/A

* Surplus goes to reserve for future vears (i.e., fund balance} and deficitz are covered by the same reserve.
*Budget revized in December 2011 to reflect revized rate model.

The amount billed compared with the amount collected by customer class clearly demonstrates the
positive results achieved on the revenue side. Table 8 shows not only that revenue is strong relative to
budget during the reporting period but also that billed revenue is being collected.
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Table 8

G5WA Revenue Billed [ Collected

October 1, 2011 through May 31, 2012

Customer Class Billed Collected %
Commercial 3 7031748 §  T7.042519 100.2%
Residential $ 4,058,942 § 4275374 105.3%
Government 5 262 697 § 17,977 7.1%
Total 5 11,343,388 5 11,335,870 99.9%

Note: Amount collected is on a cash basis. Transfer Stations are included
inthe residential category. Interest income excluded.

Cash collections from residential and commercial customers exceeded the amount billed during the first
eight months of FY 2012, continuing to reflect the efforts of GSWA to collect both overdue account
balances and ensure the timely collection of current bills. Revenue from transfer stations and service
restoration charges are included in the residential collections category. However, when transfer station
revenue is excluded, cash collections from residential customers are about 99.5 percent of billed
charges.

Fund balance continued to strengthen during the reporting period. We estimate that fund balance, the
amount available to the system to meet future needs after accounting for all of the revenue and
expenses of the organization, grew to $12.7 million as of May 31, 2012. Table 9 provides the details of
our estimate of the GSWA'’s fund balance on May 31.

Table 9

Guam Solid Waste Authority
31-May-12
[Unaudited)

Elements of Fund Balance Amount
Fund Balance @ 9/30/11 11,649,411

$
Revenue FY 2012 5 11,618,344
Expenses FY 2012 § 10,561,974
$
$

Excess (Deficit) FY 2012 1,056,370

Estimated Fund Balance @ 5/31/12 12,705,781

Mote: Revenue is on accrual basis.

Figure 8 illustrates the improvement in GSWA's fund balance since September 30, 2009.
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Figure 8

Growth in Fund Balance FY 2009 to FY 2012
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Cash Position of GSWA
GSWA'’s cash position continued to show improvement during the reporting period. Our continuing
emphasis on the collection of tipping and residential collection fees and continuing repayment by the

Government of Guam for excess withdrawals in 2010 from GSWA accounts are the major components
contributing to the improvement.

Table 10 shows the government’s progress through May 31, 2012, in the repayment of the 2010 excess
cash withdrawals.
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Table 10

Credit Balance of the GSWA with the Government of Guam General Fund
A B C D
GsSwWa Actual GSWA
Beginning GovGuam Advance to Expenses Paid
Month Balance Payment GovGuam By GovGuam Ending Balance
Feb-11 54,751,493.35 (341,475.22) S 4,410,018.13
Mar-11 54,410,018.13 5 (192,750.00) 5381,476.98 (462,894.67) 5 4,135,850.44
Apr-11 54,135,850.44 S5 (385,500.00) 5781,734.53 (540,182.27) 5 3,991,902.70
May-11 $3,991,902.70 $ (192,750.00) § (379,380.31) $ 3,419,772.39
Jun-11 $3,419,772.39 $ (192,750.00) $390,867.27  (351,627.69) $ 3,266,261.97
Jul-11 $3,266,261.97 $ (192,750.00) $390,867.27  (362,905.22) § 3,101,474.02
Aug-11 $3,101,474.02 $ (192,750.00) $781,734.54  (409,975.42) $ 3,280,483.14
Sep-11 $3,280,483.14 $ (192,750.00) $390,867.27  (582,265.66) $ 2,896,334.75
Oct-11 $2,896,334.75 $ (192,750.00) $390,867.27  (148,508.94) $ 2,945,943.08
MNov-11 $2,945,943.08 $ (192,750.00) $390,867.27  (243,608.67) § 2,900,451.68
Dec-11 £2.900,451.68 % - g (353,380.59) $ 2,547,071.09
Jan-12 $2,547,071.09 $ (385,500.00) $781,734.54  (363,584.92) § 2,579,720.71
Feb-12 $2,579,720.71 $ (192,750.00) $390,867.27  (377,243.23}) $ 2,400,594.75
Mar-12 $2,400,594.75 5 (192,750.00) 5390,867.27 (275,923.76) 5 2,322,788.26
Apr-12 $2,322,788.26 § (192,750.00) $390,867.27  (296,672.70) $ 2,224,232.83
May-12 $2,224,232.83 5 (192,750.00) 5390,867.27 (263,642.91) S 2,158,707.19

Since the opening of the Layon Landfill and the Hauler-only Transfer Station, the expenses of GSWA paid
through the Department of Administration (DOA) have declined because most of the new expenses are
paid directly by GSWA through Citibank. The agreement with DOA for the repayment of the 2010 excess
withdrawals was for the amount to be repaid in monthly installments over two years. Consistent with
the Court’s Order of March 3, 2011, we have now begun to adjust the advances we are making to the
Government of Guam for the payment of GSWA expenses to more closely reflect actual expenses. In
June, the advance amount was reduced to $300,000. In succeeding months, it will be reduced an
additional amount equal to the difference between the total of all advances made to the Government
for these expenses and the total actual expenditures since February 1, 2011, divided by the remaining
months in the two-year period for repayment.

Table 11 shows the cash balance in each GSWA account on May 31, 2012, and compares the total cash
with the cash balance we projected at the time of the agreement with the Government of Guam for the
repayment of the 2010 excess cash withdrawals.
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Table 11

Available Cash

Sep-11

Comparison of GSWA Actual Cash Position with
Expected Cash Position

May-12

Cash on Hand:
Citibank Primary Account
Citibank GSWA Accounts
Bank of Guam GSWA Accounts™®
AMZ Bank GSWA Account
Bank Pacific GSWA Account
Actual Cash Balances

Expected Cash Position™*

Difference

in FY 2010 and FY 2011.

$1,319,544.99
$2,837,344.12

$1,730,362.27
$4,220,206.20

$ 600,725.74 $ 485,687.24
$ 172,253.62 $ 349,154.65
$ 489,330.98 $ 131,930.00
$5,419,199.45 $ 6,917,340.36

$4,827,525.14

S 591,674.31

$3,715,320.00

$3,202,020.36

*Does not include cash in GSWA Reserves accounts. **Expected cash position is based
on Receiver projections made in February 2011 in conjunction with the agreement with
the Government of Guam for repayment of excess withdrawls made by the Government

The improvement in GSWA'’s cash position has been steady in recent months, as illustrated in Figure 9.

Figure 9

Guam Solid Waste Authority
Cash Available at Month's End
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All payments for operating the GSWA are made through the Government of Guam or through the

Citibank Primary Account, pursuant to the procedures approved by the Court. Tab 9 provides a detailed

list of all transactions affecting the Citibank Primary Account for the period.

Status of Residential Customers

The number of residential customers declined about two percent during the reporting period, to 16,502
at June 30, 2012. Figure 10 illustrates the number of residential customers since implementation of the

new system in 2010.

Figure 10

GSWA Residential Customers
March 2010 to June 2012
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Delinquency among residential customers remained low during the reporting period. Accountability
continues to be a major emphasis on the part of GSWA in its management of these accounts, and the
vast majority of customers continue to respond by keeping their accounts current. Figure 11 illustrates
the change in the residential delinquency rate since the new system’s implementation. The delinquency
rate on June 30, 2012 was 1.1 percent.
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Figure 11

Percent Residential Customers Delinquent
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To further improve services to residential customers, we are implementing a new online payment
system this summer. Details of the new system will be shared with residential customers in an
announcement we hope to release soon.

Status of Large Commercial Accounts
As the primary source of revenue to sustain the GSWA’s operation, commercial accounts are the highest

priority when working with customers to keep their accounts current. Large commercial accounts are
the chief source of the system’s revenue. These accounts are:

Mr. Rubbishman

Lagu Sanitation

Pacific Waste Systems
Trashco

Island Waste Management

ukhwnN R

Over the course of several months, we have focused intently on ensuring that these accounts are in
good order and payments are current. With the assistance of the Attorney General, we have resolved
all of the outstanding issues surrounding the previous account balances and procedures for managing
these accounts. As a result of this work, there are no disputes as to the amounts owed, and there has
been a significant increase in cash collections from large commercial haulers. Figure 12 illustrates the
increase in cash collections resulting from these efforts.
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Figure 12

Total Cash Collected From Commercial Haulers
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Unfortunately, Pacific Waste Systems has again fallen behind in its payments to GSWA, resulting in a
delinquency notice issued on July 1, 2012. We are hopeful they will address this important issue in July
and avoid any disruption in their service.

We must continue to take proactive steps to ensure that GSWA does not fall into some of the financial
problems it encountered prior to the Receivership. We are hopeful that Pacific Waste Systems will
address this matter within the next 30 days to avoid a disruption in their services.

Status of Other Commercial Accounts
While our focus has been on large commercial accounts, there are a few smaller commercial accounts

that must also be addressed. Some of these accounts have little activity from month to month, while
others have significant balances. All of the accounts are distinguished by the fact that they belong to
entities that haul trash only for themselves. Table 12 outlines the status of these accounts as of June 30,
2012.
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Table 12

GSWA Small Commercial Accounts
As of June 30, 2012
Balance from Payments

Name Prior Months  New Billing Received Balance Due
Black Construction $  37.25913 $2,249.68 § (33.831.72) § 5.677.09
Bomat Guam LTD 5 5 231 5 (22.31) § -
Sumitomo Mitsui 5 5 193.91 5 193.91
Albert Rental Equipment ] 200.00 ] 200.00
JMC Equipment Rental 5 1,657.66 5 (1.623.34) § 34.32
Gemco 5 275761 525225 5 3.009.86
Land Management Semices 5 5,244.09 $2,26341 § (1.510.08) § 5.997.42
South Qacific Environmental 5 4290 51373 % (42.90) % 13.73
Envirocare 5 69.53 5 69.53
James JI Foundation 5 - 5 -
BME & Sons, Inc. 5 (90.95) § 12.01 5 (78.94)
JJ Global Senvices 5 226.51 5 226.51
McDonalds of Guam 5 - 5 -
The Salvation Army Guam 5 5 166.45 5 166.45
UMS Heavy Equipment Rental ] ] 607.47 ] 607.47
USDA Wildlife Senvices 30.89 §65.21 5 96.10

Total $ 47,397.37 § 5846.43 § (37,030.35) $§ 16,213.45

We are beginning to focus on these accounts to either achieve compliance with GSWA policies or
terminate the account. In addition, we have been advised by the Office of the Attorney General that
companies hauling only for themselves are required to have a permit from GEPA. We will be advising
these companies that unless they provide evidence of their GEPA permit or immediately apply for a
permit, the account will be terminated. In addition, these entities with delinquent unpaid balances will
be placed on a ban list pursuant to Guam Public Law 25-93 until their accounts are paid in full.

Status of the NAVFAC Account
Through the reporting period, we have continued discussions with NAVFAC to resolve two outstanding

issues. The first is the significant amount of excluded waste that continues to be dumped at the Hauler-
only Transfer Station; the second issue is NAVFAC's request to reduce the minimum guaranteed amount
of waste commitment in its contract.

While NAVFAC is currently taking steps to acquire a contractor to address the excluded waste issue, it is
not clear how long it will take for them to fully address the problem. We will continue to work with
NAVFAC to address these issues.

Status of the GWA Account
The total outstanding balance of the GWA account was $805,397.54 on June 30, 2012. In June, GWA
made an interim payment of $21,800. With respect to payment of GWA’s outstanding balance for

disposal, we have proposed that this be addressed by having GWA pay its monthly charges in full each
month and one-twelfth of the balance for past services. GWA has presented a proposal to the PUC that
will allow the authority to pay both its past balance and fund the cost of disposal going forward. GWA
expects approval from the PUC this summer. We will keep the Court informed.
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Status of Government Accounts

Several Government of Guam agencies (other than GWA) also have accounts with GSWA, which are

managed through the Department of Administration. The cumulative balance of these accounts on June
30, 2012, was $106,875.66. We continue to work with the Department of Administration to develop
better management of these accounts and address the unpaid balances.

Capital Funding

The status of capital funding for the Layon Landfill and its associated projects is outlined in Table 13. We

continue to work with the contractors on a few open items in connection with the Layon Landfill.

Planning for the transfer stations and Household Hazardous Waste Facility continue, with bids expected

to be sought on the Harmon Street facility this summer.

Table 13
Estimated Capital Savings
Layon Landfill and Associated Projects
30-Jun-12
Original Budget Estimated
Capital Budget Item Amount Near Final Cost Savings

Layon Landfill § 57,040,900 | & 36,011,268 | $ 21,029,632
Landfill Access Road and Sewer System 5 23,981,400 | 5 28,369,411 | S (4,388,011)
Construction Management - Layon 5 7,316,400 | 5 9,712,764 | 5 (2,396,364)
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 Pending 5
Transfer Station Equipment 5 2,440,000 | 5 - S 2,440,000
Operating Equipment 5 5,941,400 | 5 4,585,446 | § 1,355,954

Total New Construction/Equipment 5 119,630,100 | & 82,605,825 | 530,519,275

The most significant change reflected in Table 13 is the inclusion of groundwater and surface monitoring

cost for the construction period. This activity was required to both monitor the area for any

contamination caused by the construction and to establish a baseline for monitoring this activity during

the operation of the Layon Landfill.
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The remaining issues that may affect final capital cost include:

e The cost of implementing the Household Hazardous Waste Program, required by the Consent
Decree

e The cost of mitigating safety issues on Route 4
e Litigation pending on the value of the Layon Landfill site

e The cost of upgrades to the transfer stations and the new transfer station to be located at the
GSWA building on the DPW compound

e The results of the Curbside Recycling Pilot Program and whether this program is extended to all
residential customers

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

Payments from the Citibank Construction Subaccount were $1,916,025.13 during the period April 1,
2012, through June 30, 2012. Deposits to the Construction Subaccount were $34,392.65 in interest
earnings. The balance in the Citibank Construction Subaccount on June 30, 2012, was $12,068,103.75.
Tab 10 provides a detailed listing of all transactions affecting the account during the reporting period.

Table 14 provides the Court with an accounting of the retainage being held for contractors paid from the
Construction Subaccount.

Table 14
Retainage on Trustee Account Payments
As of 6/30/2012
Company Description Amount
Black Construction Corporation Retainage 5 1,455.42
Core Tech International Corporation Retainage 5 147,416.90
EA Science and Technology Retainage 5 23,081.80
Brown and Caldwell Retainage 5 68,197.77
TG Engineers, PC Retainage 5 38,927.68
Wwinzler & Kelly Retainage 5 45,435.44
Total Retainage Held...... e veeeeee. & 324,575.01

When the retainage obligations are considered, on June 30, 2012, the Construction Subaccount had a
balance of $11,743,528.74 available for future Consent Decree obligations.

Reserves of the Guam Solid Waste Authority
Reserves to enable long-term compliance with environmental regulations and the efficient operation of

the system are vital to the health of Guam’s solid waste system. These reserves are funds set aside to
cover the costs of replacing equipment as needed, paying for the closure of existing landfill cells as they
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are filled, developing new cells to replace the closed cells, and post-closure care of the landfill. Table 15
summarizes the status of these reserves on June 30, 2012.

Table 15

Reserves of the Guam Solid Waste Authority

As of 6/30/2012
Reserves Bonds Cash Total
Equipment Replacement Reserve 5 - 5 454,857 5 454,857
New Cell Development Reserve S 22,500,000 5 33,427 5§ 22,533,427
Cell Closure Reserve 5 7,500,000 5 33,427 5 7,533,427
Post-Closure Care Reserve Layon Landfill 4 - 5 66,854 5 66,854
Post-Closure Care Reserve Ordot Dump 4 - 5 - 5 -

TOtal ReSEIVES s eesree e eremenernnmeeeeee. 3 30,000,000 % LR8,565 S 30,588,565
MNote: The bonds allocated to these reserves are for future construction purposes and are subject to reallocation for the closure of
the Crdot Dump and/or post-closure maintenance of the Ordot Dump if it becomes necessary. Cash held for these reserves is
deposited in the respective reserve accounts at Citibank, Guam and the bonds are in the construction account for the 2009
Section 30 Bond issue at the Bank of Guam.

Update on Rate Recommendations to the Public Utilities Commission

As the Court will recall, in September 2010 we presented an initial request for the PUC to establish rates
for the GSWA, then known as the Solid Waste Management Division. At that time, it was mutually
agreed that the Commission would not act on the request pending additional information that was not
available at that time.

On June 18, 2012, we submitted an updated and revised rate request to the PUC, which included three
options for 2013 and thereafter. These options are outlined in Table 16 and the full rate request is
included in Tab 11.

Table 16

Guam Solid Waste Authority
2013 Rate Options

Full Gow't
Reimbursement  Two Landfill
Customer Type Current Rate* Rate Rate**
Commercial (per ton) $172.00 $225.00 $110.00
Residential (per month) 530.00 535.00 520.00
Residential Transfer Station 57.50 /515 $7.50 /515 57.50 /515
Cost to GovGuam 57,483 397 S0 511,737,208

*The effective commercial rate per ton is 5156 per ton when haulers pay on time, electronically
using ACH, and do not use Public Law 25-33.

**Aszumes approval of GRRP Permit
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As we have noted in our rate request to the PUC, the current rates of GSWA are adequate to provide for
the operations and reserves of GSWA through 2015. However, these rates do not allow the
Government of Guam to be fully reimbursed when the cost of debt service on the 2009A Limited
Obligation (Section 30) Bonds significantly increases in 2013.

It must be noted that payment of the debt service on the bonds is not in question. The full amount of
debt service is paid from the Government’s Section 30 revenue. However, the Government has
anticipated that fees collected from solid waste customers would allow GSWA to reimburse the
Government for the Section 30 money used to pay the debt service. In December 2010, GSWA began
reimbursing the Government $374,758.08 per month in accord with this provision. This amount is
included in the current rate structure. In December 2012, the amount must increase to $998,374.50 per
month if the Government is to continue to be reimbursed for the cost of the debt service as anticipated.
Accordingly, we have calculated the rates that would be required to reimburse the Government for the
increased amount for debt service that will be paid from its Section 30 revenue.

The solid waste system administered by GSWA can be adequately funded under each of the rate options
submitted to the PUC. However, the decision on which of these options is adopted will have significant
implications for the finances of the Government of Guam. This is an internal Government of Guam
decision, and accordingly, the Receiver takes no position on this matter, but we are prepared to
implement the Government’s decision.

The options outlined in the table above are briefly described as follows:

Current Rate Option: The current rates adopted by the Receiver, with the approval of the
District Court, are adequate to provide for the operation of the GSWA through 2015. Should the
PUC adopt these rates, GSWA would be able to continue to meet all of its financial obligations.
However, when the Government of Guam issued the Series 2009(A) Bonds, it anticipated that
debt service on the bonds would also be covered by the rates paid by solid waste customers
but only after their fees have covered all of the costs of actually operating the system. Because
Guam had no history of actually paying operating costs and debt service out of solid waste fees,
the Section 30 revenue of the Government is used to pay the debt service, thus ensuring that
the debt service is paid regardless of the adequacy of solid waste fees to cover the debt service.
Debt service payments were partially phased in during 2010. Accordingly, in December 2010,
GSWA began reimbursing the Government $374,758.08 each month. Under this rate option,
the Government of Guam will continue to be reimbursed this monthly amount ($4,497,097.00
annually) but forego an additional $7,483,397.00 in annual reimbursement for the use of its
Section 30 revenue to pay debt service.

Full Government Reimbursement Rate Option: This rate option is required if the Government
is to be fully reimbursed for use of the Section 30 revenue to pay debt service on the bonds. As
noted above, debt service payments were partially phased in on the Series 2009(A) Bonds in
2010. In 2013, full debt service payments would begin, and in December 2012, GSWA would
have to increase the payment reimbursing the Government for debt service from $374,758.08
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each month to $998,374.50 each month, an increase of approximately $7.5 million annually. It
should be noted that under this option, commercial rates would rise more than 30 percent;
residential rates would rise to $35.00 per month in 2013, to $40 per month in 2014, and to $45
per month in 2015, at which time we would recommend that the rates be reevaluated.

Two Landfill Rate Option: This rate option is required if the Government of Guam allows a
second landfill on Guam. Guam does not need another landfill, and we have publicly stated on
several occasions the reasons we believe permitting a second landfill is a mistake. We have also
presented comments and concerns to the GEPA administrator and the Office of the Attorney
General regarding the landfill permit application now pending before GEPA. We understand,
however, that this is ultimately a decision for the elected leaders of Guam. If Guam allows only
the Layon Landfill, it is possible to sustain either of the two rate structures described above.
However, should Guam actually approve a permit for a second landfill, rates that will allow the
Government of Guam to be reimbursed for the use of its Section 30 revenue to pay debt service
cannot be sustained, since the private applicant has already announced rates that will
significantly undercut GSWA'’s current rates. Under this scenario, the Government of Guam will
forgo $11,737,208 in annual reimbursement for the use of its Section 30 revenue to pay debt
service.

FY 2013 Budget for GSWA
Tab 12 provides the Court with the proposed GSWA Budget for 2013. The budget reflects only the
amounts estimated to be necessary to pay the expenses and fund the reserves of GSWA. The budget

assumes continuation of the current rate option for 2013. However, should the PUC approve either of
the other two rate options, the budget will need to be substantially adjusted. Accordingly, we ask for
approval of the budget and the authority to make any necessary adjustments to implement the PUC's
rate decision.

We also plan to engage in discussions with officials of the executive and legislative branches of the
Government of Guam to determine how they wish to proceed with budget review and approval. While
the Court and Receiver maintain full control of the system, it is important to begin working with these
officials to ensure that when the transition out of receivership begins, GSWA has a clear budget process
that is acceptable to both the Governor and Legislature.

Waste Disposed at the Layon Landfill
Among the most important data for GSWA is the tonnage disposed in the system by customer type.

These data enable GSWA officials to manage customer accounts and landfill operations. Table 17 shows
total waste disposal from October 1, 2011, through June 30, 2012, compared to the same period a year
earlier. Total waste disposed grew 14.8 percent with most of that growth coming from the addition of
the Military as a customer of the system. If the Military is excluded, waste disposal from the sources
GSWA has historically served increased 4.7 percent. The largest area of growth, excluding the Military,
was commercial waste, which increased 6.1 percent over the prior year.
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Table 17

Change in Waste (Tons) Disposed at Layon Landfill
By Customer Group
October through lune
Customer
Group FY 2011 FY 2012 % Change
Residential 14,901 16,264 2.4%
Commercial 38,063 40,368 6.1%
Military - 6,006 M/A
Government 1,660 1,650 -0.6%
Mavyors 1,072 1,040 -3.0%
Transfer Stations 3,972 4,130 4.0%
Other 27 Ta 190.2%
Total 59,696 68,537 14.8%
MNote: Prior to S5eptember 1, 2011 waste disposal was at the Ordot Dump.

Bridge and Roadway Repairs and Replacements

DPW continues to provide the Court with updates on several roadway projects related to the Consent
Decree. While these projects are critical to the long-term success of the Layon Landfill, sufficient

progress has been achieved on the projects to allow for the opening of the new landfill.

It is important, however, to note that the schedule for several of these projects has slipped since the
opening of the landfill. Table 18 compares the scheduled completion date for each project just prior to

the opening of the landfill and the June 25, 2012, status report submitted to the Court.

Table 18
Status of Consent Decree Bridge and Roadway Projects
Completion Date Completion Date in
Project 8/29f11 Status Report 6/25/12 Status Report

Ylig Bridge Replacement February-12 December-12
Togcha Bridge Rehabilitation March-12 February-12
Talofofo Bridge Rehabiltation March-12 August-12
Route 4 Pago Bay to Route 17 July-12 February-13
Route 4 Togcha River to Ipan Beach Summer-12 Fall-12
As-Alanso Area of Route 4 TBD TBD
Route 4 Safety Issues TBD TED

Pursuant to Orders of the Court, the Receiver is working with DPW to fund the As-Alanso Area and
Route 4 Safety Issues from capital funds available to the Receiver. A Memorandum of Agreement has
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been drafted by the Office of the Attorney General and is currently in the process of being approved by

the appropriate officials of the Government of Guam.

7. Next Steps

Ordot Dump Closure

Continue to document field investigations and analytical analyses, and develop the hydrogeologic
model to support the closure system design

Finalize waste delineation and environmental soils sampling reports

Continue monitoring for gas migration

Perform 2™ quarterly groundwater sampling event

Perform surface water, sediment and leachate sampling events as required by Work Plan

Continue to maintain interim soil cover as needed

Advance closure design, including ancillary systems (i.e., leachate collection, stormwater system, gas
collection, wetland mitigation plan, and Dero Road improvements with utilities), based on field data

gathered

Design and Construction Management

Continue to address Layon Landfill warranty work as needed

Complete establishment of vegetation on finished slopes at Layon

Bid out for construction the Harmon residential transfer station and Household Hazardous Waste
Facility

Begin designs for Agat, Dededo and Malojloj transfer stations

Work with AG and CLTC to clarify property uses at the Agat and Dededo transfer facilities

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

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

Environmental Compliance and Monitoring

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

Report the second semi-annual results of the Detection Monitoring Program

Submit the permit application to GEPA for the Harmon Residential Transfer Station and Household
Hazardous Waste Facility

Continue to support environmental compliance of the Layon Landfill operations
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Continue to manage, monitor, and report the results of the Inarajan WWTP monitoring program
Develop a scope of work for further investigation of the conditions of the Santa Ana Dump and the

Dededo transfer station

Operations

Procure the services of a private operator of the Household Hazardous Waste Facility
Continue the development of the new residential transfer stations
Continue to improve the operations of GSWA

Continue to develop further recycling efforts at GSWA facilities

Financial

Continue to work with contactors to ensure an orderly closeout of the construction contracts
Support the work for design and engineering services in connection with closure of the Ordot Dump

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

Continuously monitor the system’s cash flow to ensure that sufficient cash is on hand at all times
Continue to carefully monitor expenditures and revenue collections

Monitor the volume of waste and update rate information accordingly

Manage the contracts required to complete the Consent Decree projects

Assist the PUC as it considers the GSWA rate request currently pending before it

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

Continue to work with GWA to address the Authority’s account balance
Work with the Military to address the issue of excluded waste

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

Gershman, Brickner & Bratton, Inc. Page 44 of 44 July 18, 2012



