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1. INTRODUCTION

Goal of this Report

It is our goal in this report to achieve the
Court’s approval for a plan which we
believe will allow for the “expeditious
compliance with the Consent Decree”
envisioned by the Court in its Order of
March 17, 2008.

CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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Objectives of this Report

Report to the Court on actions taken by the
Receiver since our last hearing on July 10, 2008
Update the Court on the operations of the Solid
Waste Management Division

Report on the conditions and remaining capacity
of the Ordot Dump

Report on the current financial condition of the
Solid Waste Management Division

Outline our plans for the improvements needed
to achieve compliance with the Consent Decree

G UAM soup waste receiver

Objectives of this Report

(Continued)

Report on plans for construction of the new
landfill at Layon and related facilities

Update the Court on planning for the closure of
the Ordot Dump

Provide the Court with our assessment of the
capital funding required and the options
available to the government to provide this
capital

Outline the collection and tipping fees required
to support an effective and compliant solid
waste system going forward

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org
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2. SOLID WASTE MANAGEMENT
DIVISION OPERATIONS
JULY 1 TO SEPTEMBER 30, 2008

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

Receiver Has Maintained On-the-
Ground Presence in Guam 24x7

v' Primary: Jack Tucker and
Chace Anderson

v' Chris Lund and Dave Seader
are back-ups

CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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SWMD Organization Improving

v SWMD is a smaller organization:
v/ 99 staff in March
v/ 76 staff in September
v' Some staff have left, been reassigned
elsewhere in GovGuam, or LTAs not
renewed

v’ Morale has improved

G UAM soup waste receiver

SWMD Organization Improving

v’ Fleet maintenance outsourced

v Some new equipment delivered under
Governor’s Emergency Procurement
authorization

v Residential services are slowly
improving with repaired and new
trucks

CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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Items
Refuse Collection Trucks

Roll-Off Trucks

Roll-Off Waste Containers
Heavy Equipment

Roll-Off Recycling Containers
Skid Loader Grapple Hook
Survey Equipment

Shower

Mold Assessment / Resolution

MANAGEMENT
CONSULTANTS

Rolling Stock Maintenance

September 30, 2008

Status
Delivered and in service

Delivered and in service
Delivery Expected in October
Some Repairs Completed Others Ongoing
Delivered and in service
Delivery in mid-October
Delivered and in service
Repairs Completed
Completed
Repairs Completed
Delivery in November

On-going services in place

MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org

10/22/2008



Status Hearing Quarterly Report 10/22/2008
Solid Waste Receiver

Recycling Opportunities Expandihge'
in Guam
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Gershman, Brickner & Bratton, Inc.

Renovated Crew Quarters

Before _ After

A
SOLID WASTE
MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc. .
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Renovated Crew Kitchen

Before After
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.- A__2
SOLID WASTE
MANAGEMENT
CONSULTANTS

Gershiman, Brickner & Bratton, Inc. \

Missing Roof Replaced

Before After

. A4
SOLID WASTE
MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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CONSULTANTS

GUaM soLp waste receiver

Ban Saves Space at Ordot Dump
Advances Recycling

v Green waste, construction waste and
cardboard (OCC) banned 7/17/08

v' 30 percent volume reduction documented at
Ordot Dump

v’ Private recyclers report increased recyclable
material

v' Diversion from the ban permits time
necessary to construct Layon Landfill

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org

G u am SOLID WASTE RECEIVER

Recycling Opportunities
Expanding in Guam

Local private infrastructure
getting supply boost from
Ordot Dump cardboard ban
SWMD now providing drop-
off locations for recycling at
Ordot, Dededo, and Agat
Private sector recycling
locations identified
Numerous efforts underway
to encourage recycling

er & Bratton, Inc.
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Ordot Dump Volume Use

Average Daily Use 512 Cubic Yards Prior to Ban
Average Daily Use 360 Cubic Yards After Ban

= Waste Diverted

i Ordot Disposal

Before Ban After Ban

30% Reduction

Gershman, Brickner & Bratton, Inc.

Planning for the Consent
Decree Projects

v’ Layon Landfill and Ordot Dump design
issues vetted with Guam EPA and U.S.
EPA

v Preparing for Layon Landfill initial
construction

v Reviewed three operating scenarios

v Working with Military toward participation in
GovGuam future system

CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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Gershman, Brickner & Bratton, Inc.

Layon Landfill and Ordot
Dump Planning

Regular communication with GEPA
and USEPA

Plans for south end start of Layon
Resolution of Layon liner design issue

Documents prepared for regulatory
review

G UAM soup waste receiver

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org

Layon Landfill and Ordot
Dump Planning

Seeking permits for mass earthwork
construction of cells 1 and 2

Seeking zoning approval from Land
Use Planning Commission

Attended September 24" public
hearing - final zoning change pending
Established framework for redesign of
Ordot Dump closure

10/22/2008
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Continuing Discussions with the
Military

Progress

v'"MOU drafted and submitted
for review
v'Preliminary review of
Military’s contractual
requirements
v Potential exists to:
» Significantly reduce rates for
SWMD customers & Military
» Further enhance recycling
» Improve environment
MAN
PONSULTANTS

Gershman, Brickner & Bratton, Inc.

The Public Continues to Be Kept
Informed

v' Announcement and press release on
putting new equipment into service
v/ Event at Dededo Transfer Station

kicking off recycling

www.guamsolidwastereceiver.org

10/22/2008
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The Public Continues to Be Kept
Informed (cont.)

v' Website updated on regular basis

v' Email notifications sent to 125+ subscribers including
media after important website updates

v' Receiver’s first Quarterly Report on Receiver website

Gershman, Brickner & Bratton, Inc.

GUAM soup wasTe Recever

The Public Continues to Be Kept
Informed (cont.)

v Working with the Guam Chamber of
Commerce, including stakeholders meeting

v/ Continuing availability to members of the Guam press
v/ 70+ media features since July Quarterly Report

Gershman, Brickner & Bratton, Inc. .

www.guamsolidwastereceiver.org 13
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3. FINANCIAL CONDITION OF THE
SOLID WASTE MANAGEMENT
DIVISION

-1 10 WA E
MANAGEMENT
[+ LTANTS

Gershman, Brickner & Bratton, Inc.

G u am SOLID WASTE RECEIVER

Fiscal Year ended September 30, 2008
SWMD Operating and Capital
Accounts

Solid Waste Management Division Accounts
Fiscal Year 2008
Unaudited

FY 2008 Total Remaining
Account Name Source of Funds Appropriations  Obligations Balance

SWND Operating Account Tipping Fees 3 7,720,294.70 S 6,708,495.01 51,011,799.69
Ordot Landfll Closure Federal CIP Grant §  155699.00 $ 109,231.53 §  46,467.47
Compact Ordot Dump Clasure Federal DOI Grant $ 1,318,000.00 S 1,238,500.00 §  79,500.00
Compact New Solid Waste Landfill Federal DOI Grant $ 983,052.00 S 983,052.00 §
DOl CIP New MSWLF Supplement Federal DOI Grant $ 2,169,000.00 S 2,169,000.00 §
Consent Decree - Ordat Dump General Fund - Governor ~ § 3,805,000.00 S 3,804,870.00 & 130.00

Total $16,151,045.70 $15,013,148.54 $1,137,897.16

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org 14
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Fiscal Year ended September 30, 2008
SWMD Maintains a Positive

Fund Balance

Solid Waste Division Operating A
Projected Fund Balance
FY 2008
Unaudited

Elements of Fund Balance

Amount

Fund Balance @ 9/30/07

Projected Revenue FY 2008
Projected Expenses FY 2008*
Excess (Deficit) FY 2008

Projected Fund Balance @ 9/30/03

*Iincludes 51,116,064.83 in outstanding emcumberances

MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc.

1,415,616

5,783,937
6,708,495

G u am SOLID WASTE RECEIVER

Recycling Revolving Fund
Collections on Target

Estimated Annual Recycling Revolving Fund
Based on FY 2007 Vehicles

Types of Vehicles Humber* Fees™ Total

Cars, trucks, buses 92254 5 2500 5230635000
Heavy Equipment 221§ 3000 5 6.630.00
Motorcycles and Trailers 4105 F 300 § 1231500

Total 96,580 5 2325295
*Excludes Government and Miltary vehicles
“Fees Purzuant to 10 GCA, CH 51 Article & §51508
MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org
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Significant Reductions in
Equipment Rentals

Daily Cost of Equipment Rentals
$15,000

$10,000 -
$5,000
f—d

April $11,000 September $1,400
Per Day Per Day

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

4. PLAN FOR ACHIEVING
COMPLIANCE WITH THE
CONSENT DECREE

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org 16
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Plan for Achieving Compliance with >4
the Consent Decree

To achieve full compliance with the Consent Decree, several
interrelated actions must be implemented. These include:

Implementing improvements in the day-to-day operations of the SWMD in
order to effectively administer trash collection responsibilities, diversion
programs for household hazardous waste, and recycling
Devising a plan for customer tracking and revenue collection that assures
both fairness and accountability for the services provided
Constructing and opening a new landfill and the other facilities needed to
successfully achieve compliance with the Consent Decree
Properly closing and providing for the maintenance of the Ordot Dump
Accessing the necessary capital funding to pay for the capital expenditures
needed to achieve these results
Implementing tipping and other fees necessary to finance the new
e T compliant solid waste system
C(.mS.ULlTAN_Ts

Gershman, Brickner & Bratton, Inc.

G UAM soup waste receiver

Improvements to SWMD
Operations

A solid waste program capable of sustaining the changes
required by the Consent Decree must include the following
elements:

» Residential trash collection

» Landfill operations
Transfer stations, household hazardous waste management,
and convenience and recycling centers
Junk cars and tire processing
Support for control of illegal dumping/burning enforcement
Community information/public education and outreach
Administration

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org

10/22/2008
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Change in Residential Services

Scenarios analyzed:

1. Basic Services, including a cart system for trash
collection, and staffed and strategically located
recycling centers
Curbside Recycling added to the Basic Services
scenario
Mixed Waste Recycling added to the Basic
Services scenario

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

G UAM soup waste receiver

Scenario #1: Basic Services

Residents receive one or more rolling carts
for waste

Monthly charge based on number of carts
All non-recyclable waste in carts

Special bulky waste/white goods pick-up
services

Recyclables go to convenience centers*

e *Recycling at convenience centers is a part of all three scenarios

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org 18
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Scenario #2: Curbside Recycling

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

Residents receive one or more rolling carts for
waste

Residents also receive one or more rolling carts for
recyclables (mixed paper and commingled
containers)

Monthly charge based on humber of waste carts
Special bulky waste pick-up services

Materials Recovery Facility (MRF) for processing
recyclables

Recyclables go to MRF and waste goes directly to
Layon Landfill

G UAM soup waste receiver

MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org

Scenario #3: Mixed Waste
Processing for Recycling

Residents receive one or more rolling carts
for waste

Monthly charge based on number of carts
All waste in carts
Special bulky waste pick-up services

Mixed Waste Processing (MWP) Facility built
to process mixed waste

Recyclables go to markets; residue from
MWP goes to Layon Landfill

19
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Comparison of the

Criteria

Basic

Three Scenarios

Curbside

Mixed Waste

Trash

Easy

Easy

Easy

Recycling

Challenging

Easy

Very Easy

Recycling Rate

Low

Moderate

High

Lowest

Moderate

Highest

G u am SOLID WASTE RECEIVER

Recommendation

Implement the Basic Services scenario
and a pilot program for Curbside
Recycling. Consider implementing
other alternatives only after the Basic
Services scenario is successfully
implemented, and the Consent Decree
projects are completed.

‘ner & Bratton, Inc.

www.guamsolidwastereceiver.org

10/22/2008
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CONSULTANTS

Gershman, Brickner & Bratton, Inc.

Solid Waste Management Division

Current Budget vs Required O&M Budget
After Layon Landfill and Mew System are Operating

{Excludes Depreciation and Debt Service}

Program

Current
Budget

Required
Budget

Landfill Operations/Transfer Stations

2,365,800

3,760,300

Residential Trash Collection

3,179,000

4,618,100

Household Hazardous Waste and
Convenience Centers

636,700

Pilot Curbside Recycling Program

14,500

Junk Cars and Tire Processing

1,527,500

Support for Illegal Dumping/Burning
Enforcement

250,000

Community Information / Public
Education and Outreach

174,300

Administration

1,022,800

991,800

Total

6,567,600

11,974,200

Elements Driving O&M Budget
Increases

Budgeting for “First” Transfer Station to support
Layon Landfill

Updating all SWMD equipment

Implementation of HHW Program

Convenience Centers updated for new program
Budgeting for cover for the Layon Landfill
Education and consumer outreach program
Junk cars and tire processing

Support for enforcement of illegal
CONSULTANTS dumping/burning

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org

10/22/2008
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Operating Equipment Needs

¢ Trash Collection....................$4.3 million
% White Goods Bulky Waste $0.5 million
+» Household Hazardous Waste...$0.2 million
++» Convenience Centers $0.8 million
$2.3 million

$6.4 million

$0.2 million

$14.7 million

ket The amounts shown here are the capital cost of the equipment. The debt service
o _ el for this equipment will be included in the debt service budget.
Gershman, Brickner & Bratton, Inc.

» Layon Landfill
._:1H
| w8 5| >Transfer Station

» Household Hazardous Waste
Facility

MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org 22
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Consent Decree Projects
Proposed Construction Schedule
Duration
Project Task |6 Day Week)

Start

Finish

Layon Landfill
Cells 1 & 2 Earthwork, Storm Water Mgt Sys. and Temporary Road 130 days
Access Road and Utilities 302 days
Landfill Liner Systems (Cell 1) and Entrance Facilities 350 days
WWTP Expansion & Leachate Sewer and Pre-Treatment 270 days
Daily cover operations to excavate complete Cell 2 for cover and stockpile 105 days
Landfill liner systems {Cell 2) 130 days
Transfer Station/HHWF
Construct Facility 181 days
Ordot Dump
Closure of Dump TBD

idcat b Note: All dates ars subject to timely spproval of all requirad permits and construction contracts
MANAGEMENT

[+ ULTANTS

Gershman, Brickner & Bratton, Inc.

1/6/2009
4/30/2009
4/30/2009
1/12/2010
9/2/2010
1/27/2011

1/28/2010

TED

7/6/2009
6/25/2010
9/1/2010
1/24/2011
1/26/2011
7/27/2011

10/7/2010

TBD

G u am SOLID WASTE RECEIVER

Build and Open New
Layon Landfill

Estimated Cost

$78,099,500

Start Date: Early 2009

Completion Date: Mid-2011

OLID WASTE
MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org

10/22/2008
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Build and Open New Layon Landfill
Sewer Line & Waste Water Treatment

Estimated Cost

$13,947,800

Start Date: Early 2010

Completion Date: Early 2011

HBH A Note: This critical element of the project was removed from the design in
SONIULTANES 2007. It has been restored by the Receiver.

Gershman, Brickner & Bratton, Inc.

Build and Open New Layon Landfill
Transfer Station and HHW Facility

===y
o <

Estimated Cost

$5,505,000

Start Date: Early 2010

Completion Date: Late 2010

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org 24
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Build and Open New Layon Landfill
Construction Management
Estimated Cost

$7,316,400

Start Date: Early 2009

Completion Date: Late 2011

Note: To be provided by a design or engineering firm already under contract
SONIULTANES to the Government of Guam or a firm competitively selected pursuant to the
Gershman, Brickner & Bratton, Inc. Procu rement |aWS Of Guam.

G u am SOLID WASTE RECEIVER

Close and Remediate the Ordot Dump

Closure Construction

Estimated Cost

$29,200,100

Start Date: Late 2011

Completion Date: TBD

MARRASMEAY. Note: All estimates related to the Ordot Dump will be updated after the
£obauLisiis remediation investigation and redesign are complete and prior to
Gershman, Brickner & Bratton, Inc. construction.

www.guamsolidwastereceiver.org 25
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Close and Remediate the Ordot Dump

Leachate Sewer Line System

Estimated Cost [ N G

$640,200

Start Date: Late 2011

Completion Date: TBD

Note: All estimates related to the Ordot Dump will be updated after the
= AT remediation investigation and redesign are complete and prior to
Gershman, Brickner & Bratton, Inc. COnStrUCtiOn.

G u am SOLID WASTE RECEIVER

Close and Remediate the Ordot Dump

Redesign Cost

$1,000,000

Start Date: TBD

Completion Date: TBD

Note: This estimate will be updated after negotiation with the design firm.
CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org 26
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Close and Remediate the Ordot Dump

Remedial Investigation /Actlon

Estimated Cost —

$5,800,000

Start Date: Early 2009

Completion Date: TBD

Note: All estimates related to the Ordot Dump will be updated after the
SOBIVLIAH TS remediation investigation and redesign are complete and prior to

Gershman, Brickner & Bratton, Inc. construction.

Close and Remediate the Ordot Dump

Wetland Mitigation

Estimated Cost

$750,000

Start Date: TBD

Completion Date: TBD

MARRASMEAY. Note: All estimates related to the Ordot Dump will be updated after the
£obauLisiis remediation investigation and redesign are complete and prior to
Gershman, Brickner & Bratton, Inc. construction.

www.guamsolidwastereceiver.org 27
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Close and Remediate the Ordot Dump

Construction Management

Estimated Cost

$2,721,800

Start Date: Late 2011

Completion Date: TBD

Note: All estimates related to the Ordot Dump will be updated after the
SOBIVLIAH TS remediation investigation and redesign are complete and prior to

Gershman, Brickner & Bratton, Inc. construction.

5. CAPITAL FUNDING
REQUIREMENTS

MANAGEMENT
CONSULTANTS

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org 28
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Gershman, Brickner & Bratton, Inc.

Total Capital Funding
Requirements

Layon Landfill

Layon Waste Water Treatment

Transfer Station and HHW Facility....
Layon Construction Management

Ordot Dump Closure...

Leachate Sewer Line System Ordot Dump.
Ordot Dump Redesign

Ordot Remedial Investigation and Action...
Ordot Wetland Mitigation

Ordot Construction Manageme

Operating Equipment

Grand Total

Note: All estimates related to the Ordot Dump will be updated after the remediation

investigation and redesign are complete and prior to construction.

million
million
million
million
million
million
million
million
million

Imperatives Driving the Timing of
Capital Funding

The Consent Decree
— Previous deadlines have long since expired

— Receivership Order of this Court requires “expeditious compliance with the

Consent Decree”
Ordot Dump is Running Out of Space

— The Ban has created a limited window for construction

— Construction requires two dry seasons to complete
Economic Considerations

Running out of space at the Ordot Dump would leave Guam with no place

for its waste

Such a situation would be a very serious barrier to Guam’s growth
Federal funding implications of continuing violation of federal law can be

very serious for Guam

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org
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6. FUNDING OPTIONS AND
FUTURE TIPPING FEES

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

G UAM soup waste receiver

The Private Capital Option

* To evaluate this option, the Receiver issued a Request for
Expressions of Interest (RFEI) to all qualified private companies.

» Responses received from the following:
— Dick Pacific Construction Company, Ltd, Barrigada, Guam
— International Bridge Corporation/Pacific Waste Systems in partnership with
Duenas,

Bordallo, Camacho and Associates, Inc., Black & Veatch, and Capital Projects
Financing Authority (Public Finance Associates), Barrigada, Guam

Iron Bridge Capital Partners, LLC, Atlanta, Georgia

Lacto Asia Pacific Corporation, Paranaque City, Philippines

Organic Waste Remediation, LLC, Orlando, Florida

PVT Land Company, Ltd, Waianae, Hawaii

Tetra Tech, Inc., Tamuning, Guam

Veolia Environmental Services Asia PTE LTD, Wanchai, Hong Kong
(m_ Note: Several other companies responded suggesting alternative technologies.

Gershman, Brickner & Bratton, Inc.

www.guamsolidwastereceiver.org 30
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Private Capital is Not Viable
for Consent Decree Projects

For the following reasons private capital is not a viable funding option
for the Consent Decree projects:

— The Consent Decree contemplates that the Government of Guam will
construct and own the new landfill

Private owners would want significant design control/input and the
design is essentially complete

Such a financing arrangement is complex and would take an
extended time to complete, possibly placing the schedule in jeopardy

The Ordot Dump will produce no revenue after closure
Private capital is a more costly approach than other options

The Government of Guam would have to cede broad authority to the
private entity to assure that the private entity could recover its
investment. This would likely require changes in Guam law that would
be controversial and likely to cause much debate and unacceptable
delay

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

G UAM soup waste receiver

Other Options for Funding the
Consent Decree Projects

Cash from Current Revenues of the Government — Given Guam’s
financial issues, this would not appear to be a good option but is the
default option unless the Government makes an affirmative decision to
issue bonds or is successful in obtaining federal assistance.

Federal Grants or Loans — Guam’s CIP program or other special federal
grants and/or loans are an option to reduce borrowing. Funding for the
closure of Ordot Dump should be a priority for such funding.

General Obligation Bonds — Given Guam'’s credit history and other
financial challenges, this is not a good option.

Traditional Revenue Bonds — Given Guam'’s poor track record in Solid
Waste, this is not a viable option without a guarantor.

Traditional Revenue Bonds with a Section 30 Financial Backstop —
Revenue bonds can be successfully marketed with an appropriate
Section 30 guarantee. We believe this is a viable funding option for all

e Consent Decree projects other than the closure of the Ordot Dump.
.(_FN!:_UI.._THH_T;-

Gershman, Brickner & Bratton, Inc.
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CONSULTANTS

The Receiver recommends that the Layon Landfill and related facilities
and all operating equipment be funded with Traditional Revenue Bonds
with a Section 30 Financial Backstop. This amount is approximately
$119.6 million.

The Receiver also recommends that the closure of the Ordot Dump and
all related capital cost be financed with a long-term loan to be funded with
the Section 30 funds that will become available in 2012 when all currently
outstanding loans being funded with Section 30 funds are fully paid. We
also recommend that the Government consider allocating a significant
amount of federal funds it receives for capital purposes to the Closure of
the Ordot Dump to reduce the amount it will otherwise need to borrow.
The total amount of the obligation to close the Ordot Dump is currently
estimated at approximately $40.1 million.

The Receiver understands that the decision about how to fund the
Consent Decree projects properly belongs to the elected officials of
Guam. Should the Government of Guam decide to follow the debt
financing recommendations of the Receiver, it is further recommended
that the Receiver be allowed to assist the Government in any reasonable
manner to successfully acquire such debt financing.

Gershman, Brickner & Bratton, Inc.
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Funding Recommendation
(Continued)

The Receiver further recommends that under no circumstances should the
Government of Guam be allowed to further delay the Consent Decree
projects by failing to provide the necessary funding. The Government of
Guam should be required to provide $20 million by January 1, 2009, to be
placed with a trustee approved by the Court. Thereafter, the Government
should be required to place additional funding with the trustee equal to the
monthly cash requirement detailed in the Report to the Court dated
October 22, 2008.

The Receiver also recommends that the Government of Guam be placed
on notice that the amount of funding recommended is based on the best
estimates available but are subject to change. Any changes will be
subject to Court approval.

Gershman, Brickner & Bratton, Inc.
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Preliminary Residential Collection
and Tipping Fees

Solid Waste Management Division

Estimated Rates

Current

Volume PerTon  New Rate %
Fees Rate Rate Rate  Measure Change
Residential 510,00 N/A 5 29.85 month  198%
Tipping Fee (compacted) $20.00 572,60 S154.97 ton 113%
Tipping Fee (uncompacted) & 5.00 $48.89 3$154.97  ton M/A
Self-Drop {under 3 cy) S 250 NfA 5 746 pickup  198%
Self-Drop (over 3 cy) S 500 N/A 0§ 1492 oy 193%

Note: These rates are preliminary and subject to change. The Receiver plans to
review these rates with the staff and consultants of the Public Utilities Commission
MANAGEMENT and request formal approval of rates based on these estimates.

CONSULTANTS

Gershman, Brickner & Bratton, Inc.

G u am SOLID WASTE RECEIVER

Comparison of Receiver Rate with
Previous Recommendations
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o draft study completed for GovGuam in 2006.
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e *GovGuam forecasted rate is documented in the 2006 Georgetown Consulting
& = Group’s audit forecasting rate increases up to 400% and the HDR Study is a
Gershiman, Brickner & Bratton, Inc. \ draft study completed for GovGuam in 2006.

GUAM soup wasTe Recever

Impact on Rates and GovGuam'’s
Budget of Various Funding Options

Revenue
Bonds/Loans
with Section 30

Impact (Receiver Recommended) Bonds* Bonds* Funding/Loans Cash
Collection Fees $29.85 $29.85 $29.85 $29.85 $29.85
Tipping Fees $154.97 $154.97 $154.97 $154.97 $154.97

Effect on Rest of VR Large Cuts Large Cuts AT Large Cuts
Government Likely Likely Likely

Traditional

Effecﬁ)‘;’;ig‘t“a’“ s Minimum Increase  Increase Minimum Increase

Effect on Other

Capital Projects Minimum Negative Negative Minimum Negative

*The impacts of these options are based on their likely failure thus forcing a

move to the default option — Cash.

Gershman, Brickner & Bratton, Inc.
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Issues with Guam Law

There are a number of issues with Guam Law
that the Receiver has reviewed, in
consultation with the Attorney General of
Guam. The following slides will describe
these issues along with our concerns and
conclusions.

CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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Issue 1. Continuing Cloud over the Ownership
of the Land for the New Landfill

A comprehensive process was undertaken to identify the best site for the new

landfill

The Layon site was chosen and approved by all parties in this matter

The Government of Guam took appropriate steps to acquire the land by

condemnation

Funds to fully compensate the owners of the land have been deposited with the

Superior Court of Guam

Litigation has now been pending for some time challenging the validity of the

condemnation in this matter

Conclusion: Revenue bonds are based on the capacity of the revenue

generating facility they are financing to produce sufficient revenue to pay

for both its operation and the debt service on the bonds. The land upon

which these revenue producing facilities would be located is of critical
SOLID WASTE importance to potential bondholders. Unless this matter is resolved
MANAGEMENT very soon, the Government of Guam will be unable to proceed with
CONSULTANTS the revenue bonds recommended in this Report.

Gershman, Brickner & Bratton, Inc.
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Issue 2. Privatization of Funding, Design,
Construction and Operation of New Landfill

e Public Law 24-06 enacted in 1997 contemplates full privatization of new landfill

e While the law has been discussed, no meaningful action has been taken to
implement the law

Design is now essentially complete

Implementation of the law would require extensive legislative changes and
complex negotiations with potential owner/operators

Cost would be higher than public financing
The Government of Guam can sell this infrastructure after the Receivership is
completed if it still wishes to privatize

Conclusion: The only viable course of action to achieve
compliance with the Consent Decree is to complete the
design and construct the new landfill under a construction
contract competitively bid pursuant to Guam'’s procurement
law.

Gershman, Brickner & Bratton, Inc.

Issue 3. Privatization of SWMD
Residential Trash Collection

Public Law 26-99 contemplates privatization

The law provides no monopoly for the SWMD in the area of residential
collection

Without a public monopoly, the only way to privatize is for the SWMD to simply
terminate all of its collection services and tell its customers to contract with a
private sector company for service

We do not believe it appropriate for the Receiver to terminate Residential
Collection services

There is currently no legal barrier to private companies providing services to
the SWMD'’s residential customers

Should this occur, it may necessitate a tipping fee surcharge to assure that
residential collection not provided by the private sector can continue

Conclusion: We recommend that this matter be deferred until
after the Receivership is completed.

CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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Issue 4. Disconnect between Tipping
Fee and Commercial Haulers

10 GCA, Section 51118 seems to place all or a part of the responsibility for
collecting tipping fees from commercial customers upon the Government
instead of the commercial haulers providing them service

The law creates confusion on this issue since the SWMD has no direct contact
with the customers of commercial haulers

The current law authorizes the Public Utilities Commission to establish a new
rate structure that replaces the one outlined in Guam Law

Conclusion: This matter will be resolved when a new rate
structure is approved by the Public Utilities Commission.

CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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Issue 5. Authority for Free Disposal by
Mayors, “Good Citizens” and Temporary
Suspension of Tipping Fees following a

Force Majeure

10 GCA, Section 51118 authorizes these exemptions
The public purpose of these exemptions is understandable, but each is subject to
serious abuse

¢ The cost of all solid waste disposal must be recovered

*  There are no procedures in place under which these exemptions are administered

Conclusion: Each Mayor will be allocated an amount of waste within
their jurisdiction to support their litter control programs and their
programs to assist the elderly and disabled. This allocation will be
covered by an island-wide surcharge built into the tipping fee.
Any amounts delivered in addition to the allocated amount will be
directly charged to the Mayor, if permitted by law, or paid through

s a surcharge on the tipping fee.

CONSULTANTS
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Issue 6. lllegal Dumping, lllegal
Burning and Litter Control

10 GCA, Section 51110 makes all such activities illegal

Problems in each of these areas have been extensive on Guam for many years
There are insufficient resources available to the Guam agencies responsible for
enforcement to allow for adequate enforcement

The lack of enforcement in these areas is a serious potential threat to the revenue
streams required for a viable solid waste program

Conclusion: If the Legislature fails to fund enforcement activities

adequately, we will consult with the Attorney General in an effort
to allocate some resources from tipping fees to enforcement
agencies to increase enforcement. We will also consider
supporting community organizations to collect litter and illegally
dumped waste on public land.

Gershman, Brickner & Bratton, Inc.
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7. NEXT STEPS

Gershman, Brickner & Bratton, Inc.
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Gershman, Brickner & Bratton, Inc.

Next Steps

Maintain on-the-ground presence in Guam

Keep improving SWMD residential services

Continue to improve the SWMD organization

Complete and obtain approval for all design plans
needed to move forward

Complete all permitting processes and obtain needed
permits

Begin procurement process to start initial construction of
the Layon Landfill

Assist GovGuam as requested in implementing the
funding recommendation

Develop detailed plan for implementing new residential
services that will also address current billing problems

CONSULTANTS

Gershman, Brickner & Bratton, Inc.
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Next Ste PS (Continued)

Initiate rate setting process with the Public Utilities
Commission

Establish trustee relationship and financial procedures
with input from the Government of Guam and approval of
the Court

Advance Military involvement with execution of MOU and

Service Agreement

Execute the approved Plan

— Report to the Court on an ongoing basis

— Adjust the approved Plan of Action with the approval of
the Court as circumstances require

Keep the Court, the Government of Guam, our customers,

and other interested parties informed

10/22/2008
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