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Quarterly Report of the Receiver
October 9, 2014

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

Guam Solid Waste Authority

Pursuant to the Order of the District Court of Guam (Court), dated March 17, 2008, appointing Gershman,
Brickner & Bratton, Inc. {GBB)} as Receiver for the Solid Waste Management Division {SWMD) of the
Department of Public Works {DPW) of the Government of Guam {now the Guam Solid Waste Authority
[GSWA}), we are pleased to submit to the Court this Quarterly Report (“Report”). The purpose of this
Report is to describe to the Court the progress made toward compliance with the Consent Decree for the
quarter April 1, 2014, to June 30, 2014, and to outline the Receiver's recommendations for achieving
compliance with the Consent Decree. As an integral part of this Report, the Receiver is also submitting
the attached presentation entitled “Quarterly Report for Receivership for the Government of Guam,
Guam Solid Waste Authority” (see Tab 2},

Introduction

During the three months covered in this Report, the work to achieve caompliance with the Consent Decree
has continued. The Receiver has made construction progress and continued construction management
oversight for the Ordot Dump Closure and Dero Road sewer improvement throughout the reporting
period to ensure that the Ordot Dump is no longer a source of future pollution. We also continued to
oversee operations at the state-of-the-art, environmentally safe Layon Landfill, constructed pursuant to
the Consent Decree, and we continued to operate solid waste and recycling programs and services for
GSWA's customers, ensuring they are served in a timely and cost-effective manner.

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

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

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

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

Ordot Dump Closure

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

Next Steps

DU W e
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1. Ordot Dump Closure (April 2014 — June 2014)

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

. = 8 W

L

Continued material submittal review, procurement and logistics

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

Continued relocation and consolidation of waste

Completed western channel relocation

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

Continued construction of stormwater management

Completed temporary leachate storage pond and permanent leachate storage tanks

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

accomplished during the reporting period.

Closure Construction — Ordot Dump and Dero Road Sewer Improvements

Closure Construction ~ The ongoing construction tasks, which were initiated in the last reporting period

and are required to be completed in the Phase | work, involve the placement of the cover materials over
approximately one-half of the waste pile as well as beginning to collect leachate and control landfill gas.
These tasks of Phase I, shown in Figure 1, are significant and challenging.
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Figure 1. Phase 1 - Ordot Dump Site

Temporary leachaté
storage pond

\ Planned waste area to
«bé covered

A review of tasks in Phase | includes:

Waste relocation and consolidation

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

Perimeter leachate collection system

Western channel relocation

Leachate storage tank construction

Dero Road sewer construction

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

* * & » * @ 8 e

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

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

As we described in our last report, leachate will be collected in the temporary leachate storage pond once
the perimeter leachate coflection trench is completed. This temporary pond is constriicted in the future
pPond 2 stormwater pond, with a geomembrane liner for grcundwéter protection and a floating cover to
exclude s)mrmwat_'er from mixing with the leachate cotlec't'ed in the pond. The tefiﬁparé{y storage pond

will be used until no longer needed when the sewer system is completed and operétinnai.

Work on both the Dero Road sewer system and the Phase | cover was accelerated in this quarter to take
advantage of the remaining dry season through June. The contractor, Black Cm_astru_;:_ticn Corporation

{BCC), brought in & second construction crew to work on the Dero Road sewer system and ‘made several

construction'_seq-uence changes on the cover system installation to aid construction during the upcoming
rainy season. -

Additionally, BCC initiated construction of Phase 11 Iéart'hworks and some waste relocation and
consolidation to ‘catchup’ to the schedule in this q-u-érter._ During the next two quarters, BCC also plans
to continue the installation of the géosyn;heties cover system to make up time in Phase | and H tasks.

The unpredictable weather, always a challenge for construction on Guam, has not cooperated. Through
july, two tropical storms passed through Guam, creating more inclement weather days than were
included in the construction c-:'mtract. BCC’s obligation to take reasonable precautions to protect its active

work areas from adverse weather conditions and worker safety considerations will be carefully considered
as we determine the additional days that must be allowed under the contract.

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

We reported in the last quarter that the contractor was approximately 50 days behind schedule. This was
addressed by Change Order Number 31 While efforts have been underway to accelerate many
construction activities, inclement weather hampered these efforts. The contractor is approximately 80

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

UXO Safety — Crews continue to identify and properly remove and dispose of unexploded ordnance (UX0)
when performing grading work. Through lune, UXO continues to be found along the perimeter of the site
on the surface or near subsurface of the existing grade. The UXO found to date is primarily unfired U.S.
Navy projectiles. When construction is completed, we will compile a summary UXO report.

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

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

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

Access Road (Chalan Layon)

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

Construction Management

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

s Construction inspection and reporting on the Harmon Residential Transfer Station and Household
Hazardous Waste Facility
*  Support with the documentation and resolution of warranty issues

* Coordination with inspections and clearances as needed

Other CM Services — A number of the Receiver’s tasks required additional CM support, which we have
tasked GHD to provide. This additional work includes the following:
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1. Project management and evaluation of the leachate collection system performance. This work,
performed by GHD, with support from Brown and Caldwell, included a detailed investigation of
the leachate collection and conveyance system to the Inarajan Wastewater Treatment Plant
(WWTP} after one year of operations, with recommended improvements to the system to
enhance its performance and reliability. These improvements include new pumps at Pump
Station 31, sized for more efficient pumping operation, larger valves to be installed at existing and
a few new locations, and surge tanks at two pump stations. An additional improvement is
operational coordination between Guam Waterworks Authority (GWA) and the landfill operator
to manage flows as well as regular operation and maintenance of control valves.

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

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

Design Support Services

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

At the present time, the 90 percent designs have heen prepared. The project is on hold pending
availability of funds. This project is not a requirement of the Consent Decree, but was triggered by a
condition GEPA placed on the Layon Landfill permit and Guam Law.

Environmental Monitoring and Compliance

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

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

Layon Landfill Municipal Solid Waste Focility and Title V Air Permits — The Layon Landfill Solid Waste
Operations Facility and Title V Air permits contain certain conditions. During operations, the landfill
operator, under the oversight of the Receiver, provides permit reporting, supported with information
from the third-party environmental compliance consultant, who monitors stormwater, groundwater, gas,
surface water and leachate characteristics. The Receiver and operator have worked diligently with GEPA
and EPA to comply and remain up-to-date with all required permit conditions.
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in addition to the ongoing permit compliance responsibilities, both permits will expire in November 2014.
These five-year permits were initially issued in tandem in November 2009 for the landfill. They both
require renewal applications to be submitted 180 calendar days prior to the expiration date.

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

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

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

Residential Transfer Station Facility Permit Complionce — Several physical improvements to the existing
transfer stations are required to meet permit compliance requirements for the Layon Landfill and serve
the needs of the community. This work is presently on hold for Dededo, Agat and Malojloj pending the
availability of funds.

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

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

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

{1) 1tis not possible to fit the Receiver's planned upgrades, as currently designed, in the proposed
northern expansion area if the areas of contamination remain;

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

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

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

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

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

Household Hazardous Waste Facility and the Harmon Residential Transfer Station - The Household
Hazardous Waste Facility, which is co-located with the Harmon Residential Transfer Station, will house
the Household Hazardous Waste Collection Program. This facility constitutes a significant condition of
compliance with the requirements of the Consent Decree. The Consent Decree requires the Government
of Guam to create capacity to collect and properly dispose of household hazardous waste on the island.

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

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

3. Operations of the Guam Solid Waste Authority {April 2014 — June 2014)
Weekly Residential Trash Collection

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

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

99.60%

On-Time Missed

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

Cart Repairs

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

From April 1, 2014, through June 30, 2014, GSWA collected 997 metallic and bulky items in 327
appointments made by GSWA customers. GSWA customers are allowed up to two free bulky item
collections a year. The fee for each subsequent collection during the same year is $25. Residents who
are not customers of GSWA and not a commercial entity may make appointments for bulky item collection
for $25 per collection.

Up to five items can be placed on the curb per customer. Metal objects are taken to a local scrap yard to
be recycled, and non-metal items, such as mattresses and sofas, are taken to the Layon Landfill. Figure 3
shows the number of bulky item collections for both this reporting period and for the same months last
year. The number of appointments increased by approximately 11 percent.

Figure 3. Bulky Item Collections

ok X i

o Apritigune3 - April-June "3

Residential Transfer Stations

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

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

Figures 5, 6, and 7 show the number of customers using each of these facilities in both 2013 and 2014
for the months of April, May and June.
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Figure 5. Customers Using the Malojloj Residential Transfer Station
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The residential transfer stations are a low-cost resource for the Guam community to use for the proper
disposal of trash. These facilities also provide free recycling services to any resident who wishes to use
them. To ensure that these facilities can remain low-cost and available, it is important that we periodically
examine their use and make reasonable adjustments to control cost where possible without damaging
the service provided. We have recently concluded such an examination and, as a result, plan to make
some changes in certain hoiiday hours for the facilities, effective November 1, 2014

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

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

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

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

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

Hauler-only Transfer Station

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

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

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

Layon Landfill

The Layon Landfill opened on September 1, 2011, under the operational management of what is now
Green Group Hoidings, LLC (formerly Herzog Environmental}. As the operator, Green Group Holdings not
oniy handles the incoming trash but also is responsible for maintaining the facility and its equipment, and
controlling litter. In addition, Green Group Holdings provides fire prevention measures, such as grass
cutting, brush clearing and fire breaks for the monitoring weils and weiis outside the perimeter fence.

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

Table 2. Tonnage and Scale Crossings at Layon Landfill

April - june 2013 | April - June 2014 | Change

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

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

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

Personnel

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

GSWA Board of Directors

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

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

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

June 17, 2014: The Receiver discussed with Board members the status of the Request for Proposals for

Aokl e AL =R B

the Board’s legal representation,

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

isiand-wide Curbside Recycling Program

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

Figure 8 shows the recycling tonnage coliected in the Island-wide Curbside Recycling Program thus farin
2014. From January through June 2014, 881.07 tons were collected at the curb. Approximately half of
this tonnage, 445.18 tons, was collected at the curb during this three-month reporting period. G5SWA
collection crews take the recyclable material to Guahan Waste Services, the contractor that processes and
selis the material. Revenue for the recyclable material from January through June 2014 totaled $7,385.24,
of which $3,545.92 was attributed to this reporting period.

Figure 8. Recycling Tonnage January 2014 through June 2014
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Figure 9 shows the percentage breakdown by material of recyclables coilected during this reporting
period,
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Ideally, contamination in the recycled materiai should be minimai.

Figure 9. Percentage Breakdown of Recyclables Collected
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Figure 10 shows that the

contamination rate on October 2013, when GSWA first began delivering recycling carts to GSWA
customers, was 40 percent. By June 2014, the contamination rate had declined to approximately 11

percent — a significant drop.

Flgure 10. Contamination Percentage
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During the reporting period, residential trash customers who have both trash and recycling services

disposed of 4,079 tons of trash and 445.18 tons of recycling, resulting in about 10 percent of residential

trash diverted to recycling, as shown in Figure 11.
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Figure 11. Residential Curbside Recycling and Trash Tonnage, Apri through June 2014

Recycling

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

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

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

Cost Factor March April May June
Annual Cost of Carts $6,290.14 $6,280.14 $6,290.14 56,290.14
Overtime for Personnel $7,397.25 $4,439.40  $3,861.94 $4,071.85
Fuel $5,472.00 $5,963.41 $6,057.64 $5,933.16
Maintenance/Tires $3,057.60 $5,837.26  55,362.38 $8,559.63
Education 498,27 $98.27 S98.27 $98.27
Recyctabie Processing
Cost $11,931.90 $12,589.41 $14,591.70 $14,374.08
5% Contingency
Less:Transfer Station Fees  $(4,011.94) $(4,417.28) 5(5,133.30) $(5,024.61)
Less: Landfiii Fees $(2,948.33) $(3,100.46) $(3,603.03) 5(3,526.74)
Less: Pilot Recycling Fees  $(6,500.00)  $(6,500.00} $(6,500.00)  $(6,500.00)
Total Cost $20,786.89  $21,200.15 521,025.72 $24,275.78
Revenue $1,077.42 $1,041.37 $1,077.42 $1,221.24
Net Expense $19,709.47 $20,158.78 $21,025.72 $23,054.54
Cost Per Ton $143.11 $149.41 $134.10 $150.22

Figure 14. Cost per Ton of Landfilling vs Recycling
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Landfilling Recycling

As the Court wili recall, the Island-wide Recycling Program budgeted $35,000 for education. GSWA used
a portion of this amount for the recycling information stickers on the cart. Since our last Quarterly Status
Report before the Court, we have met with the Public Information Officer for Guam’s Environmental
Protection Agency to explore the best ways educate the public about GSWA's new services, such as the
Island-wide Recycling and forthcoming Household Hazardous Waste Program. The outcome of our
October 9, 2014
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discussion was the recommendation to provide visual information on how to participate in these
programs. We will continue to explore how best to develop this materiai with the goal of walking viewers
through the steps on how to take part in these programs and show residents how participation can benefit
their househoid as well as the entire community.

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

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

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

Table 5 provides the Court with an update on the Receiver’s primary contracts, including the amounts
spent through lune 30, 2014, on these contracts. Information on direct employee contracts and
payments, contracts in connection with ongoing litigation, payments to the Government of Guam, and
one-time expenditures are not included in the table, but updates on payments for these items are
included elsewhere in this Report.
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Table 5. Consent Decree Contracts as of June 30, 2014

Consent Decree Contracts as of June 30, 2014

Saryions

Amuount of Trust Accound
Contractor Purpose of Contract Contract Expenditures | Wik $atus
Aipine Technology Corporation Cistomer Service Software § Hmoo0u0 % 351.733.76 | On-going
Axta Figer Construction Emprgency Repairs st Transfer Mations | & 33.377.83 1 § 33,3783 Chosed
Provider of Onting and Paperiess
w4 Kaifing Servio indefinite § 12,856.80 | On-godn
i T SErvice Eesidentiad Avcount Services somig
tayon tandf] - Construction of
3 { siction Corporsti VN IBEI 25, 3T 78043 Clessed
plac Canstru = Eriyarice Facilities and Celfs Land 2 ¢ ¢
syirnnmental Closure of the Ordot
ek Corstraction CoTpration !;;mp : * $40,467,759.02 5 970534034 | Ongoing
Dlanning Ervironmental Monitoring for
Brover And Caidwel £,%25,655.00 T4.158 37 ] On-god
vt A Finaf Closure of Ordet Dump s $ . Eoira
Layon Landfil - Construction of Amess
Core Teoh intermativnat Road and LRy improvennents Tor S 2RI6941L00 1§ 2E360499.001  Closed
Lommurity
: Groundwater Guality Monitoring 3
E& Soimne and Technology Corvices R & § BOTLIOLTE |5 28800727 Onegoirg
Efly Buifdors improvements T GIWA Butiding $  IeBE0E2S (% £29.891.35 Chsed
bpewy Trucks, Roli-off Cortainsrs and Gow Gusm
3 st Eage Cer 5,363.241.34 | Orn-godn
ur Eust Equipsnent Co Yeash £t Purchase Drders 2 5182 going
Eipet Ser Crane Gualification and Rigging Course e gt $ 4.983.25 Tiosed
vices 2 oAt cgaing Purchase Ordars 24.983..
Serurity Services for the Sofid Waste . .
G4 Security Sarvices (Guam}, inc il indefinits s 185,904.38 Cinsed
Compound
Canstruction Management Serices for |
GH ooy Winzler & Xelly} 6,375, 284.00 F.377ART56 | Urrgoing”
: ¥ Vi Layen LandfiE and relaled projects s $ Baing
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(GHD, tre. Ordot Dursp Closure snd Othier Consert| & 547533500 | & L¥8,65735 | Qn-going
e Proiects
BArdminam
ssonthiy Ch
Guanarn Waste Controf Sepder only Transtor Station ¥ Chargs S 743237438 | Onegoing
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Gov Guam
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Hanie A Steve Dorporalion GRWA Powar Sovice Separation % IEENEFS LS $43,355.75 Chosed
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isaeds Pasific Corporation Opesations Besd and Mass Grading for | 8 I0.045,243.480 | £ I0.043.24540 Closed
Lelis fanti 3
Canstrection of Harmon Besidential
sagecs Pacitic Clvporation Transfer Station and Household € 24M0EN08| E ZoiSMUA | Onegong
Hazardous Wasle Fagiity
Eoil-0¥f Containeds angd Eluipeent Gord rearn
EAorics Equiphent O, . ) g - ) 3 129, 559,00 Cipsed
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Tab 3 provides the Court with a list of approved change orders for the open Consent Decree construction
contracts listed in Table 5. Tab 4 includes all individual payments made under these contracts.

5. Financial Issues and Capital Funding {April 2014 - June 2014)

Overview

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

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

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

*  Status of residential customers

+  Status of large commercial accounts

e Status of GWA and Government accounts

e Status of the Construction Subaccount

*  Host Community Premium Surcharge Fees

* Capital funding

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

* Reserves of the GSWA

¢ GSWA Operating Budget for FY 2015

*+ Results of the FY 2013 Audit of GSWA

* Bridge and Roadway Repairs and Replacements

*  Waste disposed at the Layon Landfill

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

During the reporting period, GSWA continued to produce strong operating results. Table 6 provides the
Court with a summary of expenditures and revenue for FY 2014, October 1, 2013, through June 30, 2014,
compared with the approved budget. Detailed reports of expenditures and revenue compared with the
approved FY 2014 budget are provided in Tab 5 of this Report.
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Through June 30, 2014, FY 2014 expenses were 9.1 percent below the approved budget and revenue
exceeded the budget estimate by 4.9 percent. Personnel costs were 1.2 percent below budget estimates,
and non-personnel spending was 10.4 percent below budget estimates. We estimate that GSWA has
produced a budget surplus of $521,512 during FY 2014 to date.

Table 6. GSWA Summary of Operating Budget FY 2014

Guam Solid Waste Authority
Summary of Operating Budget
FY 2014
Getober 1, 2003 fo June 38, 2014
Actual Spending
Totat Annuai i Reventie tr % over under}

tem Budget Budget to Date Date Budget
Personnsl Expenses 32,809 300 §2,106 975 52,080,767 -1 2%
Udhier Expenses f Resanes §i5.857 684 %11.893.263 %1 651,668 ~18.4%
Yolal Expenses / Reserves $18,666,984 $14,000,238 $12,7324%3 8.4%
Total Revenue (Al Sources] $16. 846 000 $12 634 500 $13.253.945 4 8%
Budgeted From Fund Balance $1.820.884 $1,365.738 50 -100. 8%
Total Funding Available $18, 666,984 $14,000,23% £13,253,945 Win
Surpias [ {Deficity 50 0} 521,512 HiA
* Surplus goes 1o reserve for future vears {ie. fund belance} and deficls are coversd by the same reserve.  Interest moome
o reserye Bccouns ot ncluded in sperating revenus.

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

Table 7. GSWA Revenue Billed/Collected

GSWA Revenue Bitied / Collected
October 1, 2013 through June 30, 2014

Customer Class Bitleud Collected %
Commercial & 7,233,261 & 7601797 05.1%
Residential £ 4679480 5 4,847,298 104.5%
Government 3 1,343,852 % 95185 85.4%
Toiat 3 13,006,394 & 313415277 03.1%

Hote Amourd sollected s oo 8 Cash basis. Transfer Mations sre inghpded inthe
regidential categiey, interest intome excluded.

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

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

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

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

Table 8. GSWA Fund Balance

Guam Selid Waste Authority
38-lun-14
{inaudited}
Elements of Fund Balance Amount
Actusl Fund Balance @ 9/30/13 & 13,895,746
Revenue FY 2014 5 13,253,945
Expenses FY 2014 g 13,732, 433
Excess {Deficit) FY 2514 S 521,512
Estimated Fund Balance & 6/30/14 S 34417258
Hote: Revenue is on aioruslh basis,

Figure 15 shows how the fund balance from operations has changed over the period GSWA has been in
receivership.
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Figure 15. Growth in Fund Balance FY2009 to FY2014
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Vote: FY 2014 is an unasdited estimate.

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

Cash Position of GSWA

GSWA's cash position increased during the reporting period. GSWA's cash position does not include cash
in GSWA's reserves, including the new special reserve funded by cash previously used to reimburse the
Government of Guam for debt service.

Cash available to GSWA on June 30, 2014 was $9,361,327.93. Figure 16 outlines GSWA's cash position at
the end of each fiscal year since the Receivership began and for March 31, 2014, and June 30, 2014,
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Figure 16. Change in GSWA Cash Position (Million $)
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Status of Residential Customers

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

Figure 17. GSWA Residential Customers
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The residential delinquency rate declined to 1.5 percent at the end of the reporting period. Figure 18
shows the trend in residential delinquency rates from September 2010 to June 30, 2014. This rate is very
low, contrasting sharply with the major problem that existed in this area before the Receivership when
more than 4,000 customers received services for many years without paying at all. The low rate of
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delinguency also demonstrates the commitment of GSWA's current residential customers and the
effectiveness of the GSWA customer service staff. We will continue to monitor this closely and keep the
Court informed.

Figure 18. Residential Delinquency Rates
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Online payments and account management by residential customers were relatively stable during the
reporting period. On June 30, 2014, the number of customers registering for online services had increased
to 6,990. Customers paying their bills online were 3,221 in june, and 2,865 customers are now enrolled
for paperless billing. Figure 19 outlines the growth in online activity since GSWA initiated the current
system in 2012,

Figure 19, Growth in Online Activity
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Status of Large Commercial Accounts

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

1. Mr. Rubbishman

2. lagu Sanitation

3. Pacific Waste Systems

4. Trashco

5. Island Waste Management
6. NAVFAC

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

Figure 20. Percent Billed by Customer Class
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During the reporting period, ali the major accounts, with the exception of Lagu Sanitation, were in good
standing.

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

Status of GWA and Government Accounts

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

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

Status of the Construction Subaccount

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

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

Retainage on Trustee Account Payments
A5 of 6/30/2014 .
{ompany a Description Amount

Brownand Caldwell- - - - Retainage § 1571289

Black Construction Corporation - Retainage - § 1,407,563,71
EA Science and Technology Retainage $  7,394.88

Maeda Pacific Corporation Retainage $  237,909.80

TG Engineers, PC __ . Retainage $ 447797

{GHD (formerty Winzler & Kelty) Retainage $  284,965.35
Total Retainage Held $ 1,958,024.60

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

Host Community Premium Surcharge Fees

Duringfthe reporting period; GSWA assessed Hosi-Ccm'munity Premium Surcharge {HCPS) fees totaling
SSB,GSZSG,;hringing the total assessed HCPS fees during FY 2014 to $240,384.25. Due to the lag time
allowed by Guam Law between billing and payment, FY 2014 HCPS fees collected during the period were
$80,153.46. These fiinds were distributed in-equal amounts to the Villages of Inarajan and Ordot-Chalan
Pago. -GSWA also distributed in.equal amounts 513,671.57 in funds previously held in reserve. This
distribution was made pursuant to direction received from the Guam Public Utilities Commission. A copy
of the report filed with the PUC is attached as Tab 8.

Capital Funding

Table 10 provides the Court with an update on the Receiver's use of the capital funds available to
implement the requirements of the Consent Decree. This table is also provided as Tab 9, in a format with
larger type. Our total estimate of the cost of these projects has not changed since our last Report. We
have, however, begun allocating the contingency outlined in our Special Report dated September 20,

2014. These allocations are included in Table 10 and more specifically detailed in Tab 9(a). The table also
provides an update per project on expenditures through June 30, 2014,
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Table 10. Allocation of Capital Available to the Receiver

Alocation of Capital Avallable to the Receiver
Consent Berree Projects
As of fune 30, 2018
San 5innrtalt " Balance
Capital Budget Rem Originat E Revised e | Expenditucesta |
" Extimmane Date BeeHuwwiont Eutionare}
Layon bandfifl 3 52,040,900.00 |5 42000000 |5 15040500001 5 43,M6289.17 1 % 63371088
Laruifslt Aocess Road and Sewer System § 23,981,490.00 | § 28360499 | (43750900011 § I8.360,499.00 & -
Construction Management - Layon and Assocated Projects S 731640060 | $ 10560000 1S (3243600008 § IBO0S4V2727 18 mOGIRLTE
Landfill Equipment’ % 638000000 | 5 . i s3z0000.08 ¢ [ .
[AANTP Expansion K [eachate Pre- Trastment - Layon 5 IONBONGE |3 48NS s07RDsROn| 3 . § 4.926,535.00
Yransfer Station/HIANE S 550500000 | S 2410000 15 5085.000.06] % 208437125 3 315 628.75
transier Station Equipment’ $  ZA440000.00 | ¢ - & 24400000013 - $ -
Cperating Equipment S 594140000 | S asonome (s 1451400008 s468543.82 | 8 31,350.48
Envirpnmental investigation and Ordot Dump Closure Design S GE0G,00000 | § 8329055 |$ {1,529.05500)| 5 BIILEGEYY | S 10745003
Ordot Dump Closure S 30.590,300.00 | S 405364977 [$ {9.546677.0001 5 989454574 $ 3664243026
Qrdot Durnp Closure - Land Acguisition 5 - S 1,700,000 |€ {1LW0.000000] § 122568500 (% 47433500
Canstruction Management - Ordot Dump and Subseguent Projects” g 7ZLENGOR ]S Z,3R131 1% {I621L,IT1G0| S LIVSTOAE6 | % S16TSL04
Qrehot Cﬂﬂzmgeﬁcf‘ § 726,851 (S (722639000 3 7.r6,851.00
Assigtarie 3 4 348525 | % (28524541 5 240534981 5 -
woy Bepairs of Sesidential T ationg and GSWA Building | § & 295,569 |§  [295.568.13)] § 295568351 8
LISDA Expense H g 186,911 1% {IBGILOT § 18531187 | § -
Additional §3r_e§e£§$ e B Knpooetaents, Rsl.-‘ﬂfska&m ErhaELats 2 & N § 31,000,000 | $ {21,000,000.60 § 180,847 | § 20.516,3152.57
rapilential ransfer sratian ard mergral cootingrecy?
Fota! L 150, 742, 20000 | $ R 24078 | & (19,882.673.34) § 109,008,364 20 § 70,556,508.54
Srchides v sroess rosd and priiies, the new resldeotial fransfer trutine aad the HHW fasiting the pengy rapaiss wEh icharripiat tranch thess and b SRR Brilsing ropuirs and s design wed
t aFthe tranyler stEtions.
T peat i Bt & Fizs ghE by Temmetan Statins was provided undar the rasp ¥y Ry vy { f thsne fac it 5 35 22 apiruf g napdad
b greieste Wil require amendmaents te furd,
“rgar contingany s bhe ofference betweed the totul ronsrruction Beiget o 459,552, B0 A0 el g wted B 0L3 and the sriginal tortract By the theseee of $E05IE, 37T, Sew You Hajler the
siacation sithe contingency #2830 2014,

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

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

Requirements
Funding Reguired Total
Additional Projects - $19,882,673.49

Post-closure cost for Ordot Dump  $ 14,292,170.00

Construction of new cefl st Layon  § 10,800,000,00

Closurecostforcelis 142 S 5,500,000.00
: Total $ 50,474,843.49

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

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

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

Government of Guam’s Financing Plan

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

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

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

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

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

The Supplemental Bond indenture expressly states that operation and maintenance expenses of GSWA
must be paid before any funds may be used to reimburse the Government of Guam for its use of Section
30 funds for debt service. This concept is also common sense and an integral part of the Receiver’s
fiduciary responsibility. Simply put, unless GSWA operating expenses are paid in a timely manner, there
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wilt be no revenue to pay for anything else at GSWA. Sufficient revenue must be continuously available
and cash reserves must be adequate:at all times to ensure this can be.done. Within the funds available
to it beyond the amounts needed to ensure timely payment of operating expenses, the Receiver's
responsibility to give priority to proper fundiﬂg 1o the Consent Decree’s ﬁbiiga'ticﬁns is paramount.

if the Government Bf Guam washes to mzpose addrttonat charges on the customers of GSWA to reimburse
itself 50 it can spend more in other areas of government it must act to increase the rates, just as it would
have to act if it wanted to m::rease any other charge or ‘tax it levies on its people and businesses to pay
for more government spending.

Wh;le the fmancmg part of the Government of Guam’s latest plan is useless, it does include
remmmendataons for reducing the cost of the addltwnai reqwrements placed on the Consent Decree
through Guam’s laws, regulatnons and fajlure to complete the necessary :mprcvements to ensure safe
rcadway access to the Layon Landfill. We wali address’ each of these feaemmendatcons by statmg our
umferstandmg of the proposal, followed by our res;mnse to the Gnvernment of Guam 's recommendatioﬂ

Dero Road Improvements ~ Government of Guam recommendotion: The Government proposas 1o
remove - the ret;uiiement for improvements to Dero Road based on its determination that the
improvements aré “not necessary.” Receiver Response: The Receiver has never objected to the
improvements for Dero Road, but has indicated that they must 'be properly funded or withdrawn. The
Government of Guam now indicates that it has changed its mind and says these improvements are not
necessary. ‘We have asked our legal counsel, Joyce Tang, to review with the Government of Guam its basis
for this new determination that the Dero Road improvements are not needed. If she determines that the
requirements can be removed without a change in the laws and regulations under which they were
initially required, with the Court’s approval, we will reduce the amﬂunt of funding needed to achieve
compliance accordmg!y We have also asked our legat counsel to rev;ew any federal requ;rements under
the Americans ‘with Disabilities Act and otherw&se 1o ensure that the project 1o close the Ordot Dump
remains in full compiiance Our only objective is to comp!ete the closure of the Ordot Dump in compliance
with all appi:cable laws and regulations, We believe, at a mimmum this requ;res fully repairing the
damage to Dero Road caused by the construction of the new sewer line, the road damage from years of
heavy truck traffic from vehicles dumping waste at the Grdot Dump and recent construction activity on
the dump closure itself.

Upgrades to Residential Transfer Stations — Goverriment of Guam recommendation. Government of Guam

also mforms the Court that it has decxtied to permanently close the Dededo Transfer Station in order to
save the approx;mately $3 million it would cost to upgrade the facility to meet permitting standards.
Receiver Response: The Receiver has not recommended that this facility close. It is the most heavily used
of the current facilities and its closure will require residents in this heavily populated area to travel to the
new Harmon Street facility to access GSWA's trash disposal and recycling services. While the Harmon
Street facility can accommodate the workload, closing the Dededo facility will create some inconvenience
for many customers and could contribute to an increase in illegal dumping. As noted earlier in this report,
the cost of preparing and implementing a closure plan for the facility, as required by applicable law and
regulation, must be determined.
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Route 4 Safety Enhancements — Government of Guam recommendation: After agreeing that these safety
enhancements were needed and entering into a Memorandum of Understanding to implement them, the
Government of Guam now seeks the Court’s approval to extend indefinitely the use of escort vehicles and
await the availability of federal funds to fix these critical problems. The justification for this delay is that
the danger on Route 4 is not greater than the danger on other roads in Guam. Receiver Response: The
Receiver strongly disagrees with this recommendation by the Government. While there are no doubt

other dangerous roads on Guam, it is this road upon which the Government has placed large trucks
carrying 24 to 25 tons of waste, ten or more times each workday, where they are required to negotiate
18 curves that they cannot navigate without invading the oncoming lane of traffic. While the escort
vehicles initiated by the Receiver have been an effective short-term safety measure, they are intended as
a temporary measure only. DPW has an obiigation under the Consent Decree to provide a safe route fo
the Layon Landfill. We urge the Court not to change its order that these hazardous conditions be fixed.

Post-Closure Care of the Ordot Dump —~ Government of Guam recommendation: Government of Guam
offers $1 million in “seed money” from the non-existent debt it claims is owed to the General Fund and
promises to have GSWA pay the rest on a pay-as-you-go basis. Receiver Response: Without assured
funding for the maintenance of the Ordot Dump post-closure, there will be no lasting environmental

benefit from the environmental ciosure of the Ordot Dump. The Government of Guam is proposing to
fund this vital element of Consent Decree compliance with phantom seed money and a promise. It is
essentially saying “trust us.” Unfortunately, its track record in this area is horrendous. The Consent
Decree requires post-closure care of the Ordot Dump. Federal regulations require financial assurance for
post-closure care. Given Guam’s failure to set funds aside for this purpose while the Ordot Dump was
operating, we see no viable solution to this requirement other than creating a fully funded trust account
before the Receivership ends. The purported financing plan submitted by the Government of Guam for
this vital element of the Consent Decree is no plan at all,

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

Reserves of the GSWA

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

Reserves of the Guam Solid Waste Authority
as of 6/30/2014

Reserves Total
Equipment Replacement Reserve % 1,772,675.63
New Cell Development Reserve S 130.,236.23
Cel Closure Reserve S 130,230.23
Post-Closure Care Reserve Layon Landfill 5 280,460.75
$
$

Post-Closure Care Reserve Ordot Dump
Total Reserves.. .. i aesnns

2,783,546.34

Table 13 provides the Court with the balance as of June 38, 2014, of the special reserve established to
address the cost of legal expenses, future capital requirements and the post-closure care of the Qrdot
Pumgp.

Table 13, Special Reserve

Special Reserve for Legal Expenses, Capital and Ordot
Post Closure Funding Requirements
Asof 6730714
Deposits/Withdrawals Amount
May 2014 Deposit S  374,758.08
lune 2014 Deposit S E74,758.08
Todat Deposits g 749.516.15
Withdrawals g -
Balance at 6/30/14......covccovnvcrcenree. § 749,516,16

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

GSWA Operating Budget for FY 2015

Table 14 summarizes the GSWA budget for FY 2015. A full budget is included in Tab 10 for the Court’s
review and approval,
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Table 14. GSWA Operating Budget for FY 2015

GuamSolid Waste Authority
Operating Budget
FY 2015
Oetober 1, 2044, 1o September 36, 2015
FY 2012 FY 2013 Approved FY FY 2015
ftem Actial Actuat 2014 Bugget Budget
Personne] Expenses $ 2508861 S 2,373,123 § 2,809.300 S 3,000,000

Other EWW&S*’ Reserves 514,604,348 515,857,684 $15,365 557

Su ASE98 - SL7BLOZA . .
sSurpiis goes to reservs for fulure years fle, fund balance) and deficlts are covered by the same reserve. Budget wil nesd i be
agiusted when the procurement for an HEW Operstor is complsted for the operational cost of the program.

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

Results of the FY 2013 Audit of GSWA

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

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

Bridge and Roadway Repairs and Replacements

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

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

Project 3/31/14 Status Report 6/30/14 Status Report
Ylig Bridge Replacement june-14 Cctober-14
Togcha Bridge Rehabilitation Project Complete Project Complete
Talotfofo Bridge Rehabiltation Project Complete Proiect Complets
Route 4 Pago Bay v Route 17 April-13 Project Complete
Route 4 Togcha River to Ipan Beach 8/8/2013* TBD**
As-Alonso Area of Route 4 TBD TBD
Route 4 Safety issues TBD TBD
“Bid date. ""DPW's report says the project is on schadule, But no schedule is provided.

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

Waste Disposed at the Layon Landfill

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

Table 16. Waste {Tons) Disposed at Layon Landfill

Change in Waste (Tons) Disposed at Layon Landfill
By Customer Group
Comparing Dotober to June FYI0I S with FY2014

Customer FY 2013 FY 2014 % Change

Residentiat 14,787 13,760 -5.9%
Commercial 34,642 33 858 -1.7%
EAiistary 5998 5,549 -1.5%
Goveermment 4 B75 6,529 41.2%
tayors 1243 1,064 ~14.4%
Transfer Slations 4345 3,551 -18.2%
(ithar 74 73 -1.3%

Total 713 54484 -1.7%
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As we noted in our previous report, slower economic growth, recycling or other factors could be the
reason for this decline. Looking at the trends longer term, total waste disposal in Guam fluctuates from
month to month, but has remained relatively stable. Figure 21 illustrates the variation in month-to-
month disposal since the Receiver installed an accurate scale system in June 2008.

Figure 21. Long-term Trend in Guam Waste Disposal

Waste Disposal at Ordot Dump and Layon Landfill June 2009 to june 2014
Total Waste Disposed

Yors Per Manth

Tons

g g 8 8 g dd4gd2ygaan 3N
T & A B & A & & B & & A & & A £
E X F 2 & ¥ 2 8 F z 4 & 282 & & =2

As illustrated by Figure 21, over this entire period the amount of waste disposed on Guam each year has
remained relatively stable. We will continue to monitor this very carefully and keep the Court
informed.6.

6. Next Steps

Ordot Dump Closure

s Continue completion of Phase | construction activities

» Continue project management of construction work to facilitate its completion

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

Besign and Construction Management

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

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

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

* Address remaining improvements to leachate collection/pumping system

Environmental Compliance and Monitoring

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

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

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

* Continue to support environmental compliance of the Layon Landfill operations

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

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

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

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

Operations

*  Open the Harmon Transfer Station

*  Open the HHW facility

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

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

Financial

* Continue to work with contactors to keep projects on schedule

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

* Setup a new Bank of Guam account for accumulating funds for additional projects and other future
GSWA capital needs

» 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

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

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

* Monitor other government accounts and continue to work with GovGuam to address deficiencies
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o Assist the members of the GSWA board in preparing for their role after the Receivership ends
»  Work with GSWA Board to award a contract for legal counsel to assist the Board
s Work with legal counsel to complete land acquisition for closure of Ordot Dump

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






10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

www.guamsolidwastereceiver.org



Status Hearing Quarterly Report 10/9/14
Solid Waste Receiver

. o

< M»Ww/\& .
.. o

- NX@%&W%&WV%

www.guamsolidwastereceiver.org 3



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

Phgsel

1

de

ast s

+

hee

proe]
Ci
G
>
©Q
L
D
L
o
<
L)
@
Lo
]
pay
O
i}
(2P
ar.
S
o
O
.
a

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

www.guamsolidwastereceiver.org



Status Hearing Quarterly Report 10/9/14
Solid Waste Receiver

¥ i
Ny M 3 S Dech HE veuad

www.guamsolidwastereceiver.org 6



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

B
St
@
e
0.

Ordot Dump C

i

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

-
S
o

A

e

10

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

11

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

.

: ,.wi
\Wwv ,

12

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

Ly
b
i

o

o

-

o
. \,WWJMM?

i

SRuEE
L
.

.

13

www.guamsolidwastereceiver.org



Status Hearing Quarterly Report 10/9/14
Solid Waste Receiver

S

o
-

GSWA Residential Customers
Btasch: HOHD b Bune 3004

FES Syt

www.guamsolidwastereceiver.org 14



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

SR i

354 v

2

15

www.guamsolidwastereceiver.org



Status Hearing Quarterly Report 10/9/14
Solid Waste Receiver

o =
e

o
T
s
e
e
e

-
.\’/Nwtff,,_v i

www.guamsolidwastereceiver.org 16



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

17

www.guamsolidwastereceiver.org



10/9/14..

Status Hearing Quarterly Report

Solid Waste Receiver

18

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

19

www.guamsolidwastereceiver.org



10/9/14

Status Hearing Quarterly Report

Solid Waste Receiver

20

www.guamsolidwastereceiver.org



Status Hearing Quarterly Report
Solid Waste Receiver

Guam Sofid Waste Authonity
Sunymary of Operating Budpet
FY 2044

Detabr T, 845 ot B 3094

Ak Seieating

Yotk Rt
Bt Baspoat o Datte

FRtrei b
Bty

e fdetd
Beatget

Totst Dovgenes (28 Soumsel
Sedgatedt From Pl Belsiee

32 B 50
518 BT SRg

& a0 FET
SHESLEE

-1 2%
53 4%

080538

B B farpt o]
&7 B0 uas 31365 735

[R5 R L]

BT PR B4
g

V%

4

HRSE508E  $1400D Fi

@ =

[eE R R

piEa s ke

bt yews E Tond DALNOYT A3 ST APE GRVIIES By T B30 idnaren

45 %
ik

Hik

b Eyl wE

www.guamsolidwastereceiver.org

10/9/14

21



Status Hearing Quarterly Report
Solid Waste Receiver

GSWA Revenue Billed [ Coflected
Sotaber 1, 2013 theough Jume 30, 2614

Customer Class #Hlad Collected %

Conynercial & 73061 § 7601797 iH.1%
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Change Orders aa

Maeda Pacific Corporation
Harmon 5t Transfer Station and HHW Facility

Change Days Date
Order Description of the Change Reason for Change Amount Added Added Approved
i Additional Probing and Grouting for Structure Footings s 12,779,831 21 4/24/2013

The Contactor shall furnishing all materials, fabor,
equipment, power, consumable supplies, supervision,
insurance, and other expense necessary for construction
of the followirg:

a. An electrical equipment mounting wall to
accommadate the relocation of two {2) electrical
meters, GPA test switch cabinets, and the installation of
2 |onellinew electrical meter, GPA test switch cabinet, | ot the design team, $  21,05425| 26 | 9/28/2013
and CT cabinet to service the

new transfer station facilities.

b. The reduction in gquantity of metallic concrete topping
for the bulk items container and residential trash areas.
¢. Approximately 0 lineal feet of concrete barrier along
the east side of the bulk items container area.

d. Approximately 130 feet of reinforced concrete
encasement of the 6-inch diameter sanitary sewer line.

Adds seven (7} calendar days, no-cost time extension for
the time lost associated with the concrete suppliers
cement shortage as allowed for Special Provisions,

3 Paragraph 5, ltems b and ¢ because the delay Recommendation of the design team. s - 7 3/6/2014
encountered by the supplier that was unforeseeabls and
beyond the control and without the fault or negligence
of the Contractor.

Removal and replacement of west curb; deletion of &
4 guard posts; relocation of stop sign and instaliation of  [Recommendation of the design team, S 1,929.44 10 3/7/2014
pavement striping.

Total 5 35,763.50 64
Original Contract S 2,410,000.00
Total Contract S 2,445,763.50

Pagelofl






Change Orders

Black Construction Corperation
Environmental Closure of the Ordot Dump

3b

Change Days Date
Order Description of the Change Reason for Change Amount Added Added Approved
Adjustment of required quanaties of materials;
djustment for additional COA testing fi tics;
1 acjus :.nen {)f* additiona QA es. e orgec.)symhe s Negotiations with the contractor. 5 {69,217.98} 17 4728720314
extension of time for detay in issuing the notice to
proceed.
Total S (69,217.98)

Original Contract

Total Contract

Page 1 of 1

$ 40,536,977.00

$ 40,467,755.02






{v1688°'6£7)
{12'2¢0'912)
(81°650°'v£9)
(80°626'05¢)
(Ty'ees'ese)
($v'006°992}
(p6'288'TLL)
{z8'¥81°59¢)
{1£'950'9%)

(0z'zee'sos)

(EL'E9v'221'T)

(€6'v61C2)
(57°916'8)
{98'1L5Ce)
{85'60£°52)
{S0'65e° 1)
(£86L6'C)
(Lz'0ve's)
{0v'514'8¢)
{e807v'L)
(v0'v09°S6T)
{e1°206'59)
{£1°£06'53)

(££°65€'768'E)
(85°958'cvT'2)

mwmmmwwwwmmwmwmwmwmmwmmwmmwmwmmwwm

7401 a8ey

RE0T pue 0ZOT S3210AU}
LE0T @2t0Au}

PO-PLOL a010AU
t0-¥TOT 2010AU]
£0-7107 3xoay

IrITE 9HOAUL
1£608 PUe 69608 ‘89608 ‘88£08 Sa210AU|
65608 PUC £6£08 ‘00V6L 'LLEBL ‘TST6L $9I10AL|

68E8E 92104

T90L8 8310AU|

190.8 9510AU]

1198 2210AL)

60E88 PUB L0098 "/6658 TLLY8 $8310AU|

Z0098 PUB £8H5R S93i0Al]

ETI88 PUB OZT8R s8d10AU

LTESB PUE LTHYS 'SR98 'PITGB ‘BLTLS ‘LLTL8 S9310AU}
£B6HSE 920AY

1€ g ssai8osd

o dupg ssaifoig
i Buylig ssaa8oly

wnooyy AleWikid  $107/9/5
N0y Alewiid - T0Z/L/y
[0JUD]) BISEAA UBRYEND
Wnoooy Alewlld  $107/9/9
wnomy Alewiid  #102/9/5
WY AreWild  $T0Z/4/Y
sBuipjoH dnoun usaun

JUNODBGNS UOIINISUOD $10Z/42/9
WNODEYNS UOHDNISUOD $T0Z/91/S
WROD2BYNS UONDNIISUOD VIOZ/VI/Y

Ajjax g vpzum - aHD

Wnody Alewitld  $T02/0€/9
WnoXY Alewld  v10Z/v2/9
Wwnony Alewiid  vI0Z/vT/v
W0y Aewltid  yT0Z/L/b
WROBYNG UOIINASUCD  $T0Z/0€/9
WNo2EGNS UONDNISUOD ¥T0Z/b/ /o
WNoIoEqNg UOSHIONIBU0D vI0E/61/9
JUNO20EBGNS UOIDNIISUOD $10Z/9T/5
WUNOIDEANS UOHINNISUOD  vI0Z/PL/v

Adojouydai pue 83UdPS Y3

JINOJSEGNS LOIIDNIISUG))

PIOC/vI/Y

{I3Mp{e) puy umosg

N0DEGNS LONPNIISUOD)  T0Z/6T/9
JUNODDEGNS UOPINISUOD HTOZ/91/S

{ET°£0'619) €4 Bulilig 5S2JF04d JUNODORQNS UOHINASUOD  YT0Z/PT/b
(tt'STS'5859) uoneiodio) uonInIsSuoD Yoelg
{88 0£8) SELBE 310AUY Wno2y Asewiid  $107/82/5
{€5'618) 0/58E 82j0AULY wnony Arewld  ¥10g/62/v
{Tv°059°T) asasag Juijlein puag
(42 9¢7) BOLE PUE GEZE 'PETE # S3210AUY Winodoy Alewiind  $102/61/9
{ooset) SOZE # S9210AU| wnody Alewd  p10Z/91/S
{ro'oce’e1) STIE # SADIOAY] nody Alewilid  $10Z/v1/v
(68'T0L'ET) uonesodio) ABojouyssy suidpy
unowy OLBIA] RINOIIY ayeq

v10z/0£/9 ydnoay y1oz/1/Y

ashed Ag syuswihed 1peRUo)



{6s°'892'5ZV'01) S

7 40 7 adeg

TWLOL TIVHIAD

(0T ev8'ov) S HT-9S0-0T @310AU  JUNODIBGNS UOIDNASULY $10Z/9T/S
{0t svg'ov) S Jd ‘saasuBul of
(&7 2¥5°9) S 9089 @210AU Wwnoy Areuttd  ¥10Z/v7/9
(¥ 2v6'9) $ G619 BDI0AU Winoly Aseullld  $10Z/91/5
(S¥ L¥59) S T8LD a0toAL| wneoy Aewld  yIoZ/vL/v
{seZy9'6T) $ AouaBy Alunaag pueisi Jijided
(90°98965) $ TLZLT PUE 69ZLT 'PTTLT @10AU] wnooy Alewiid  $107/08/9
{60'8ze07) S RYTLT 3210A WNo0Y AlBWId $T0Z/9Z/9
{L8'vv0'sy) S OTTLT PUR £17L4T BD10ALY wnodoy Asewild  $I0Z/61/9
($1°1£8'12) S S0TLT aM0AL unosoy Aeuiid  v10Z/87/5
(eeevT1T) S 98T /LT SDI0AU] unoay Aewilgd  yT0z/vT/s
(96'856'£6) $ G9TLT PUE $¥9TLT ‘9TTLT 'STTLT ‘YOTLT S810AU WNEY AlRwilid  YTOZ/8Z/Y
(52°807'1€) S BEOLT $9310AU| unoeoy Adewilid vT0Z/v1/v
{90°£60'0¢) S LEOLT S8210AU] unooy Arewiid $I0Z/VI/Y
{00°009) S TSTLT $80ALY Wwnomy AlBUlId YTOZ/VT/P
(£2°866'LTE) s U ‘SDNIBS BDINO0SAY URIUNY Jjided
(0S5 Lve'L6) S (S1y 16 uowey) pT# Bunjig ssauBozd  UNO32BQNS UONASUOD  YTOT/0E/9
(£2°616°0TT) S {513 1S uowueH) £T# Buniig ssaifosd  IUNODIBGNS UOHONASUCD ¥TOT/PI/Y
{tz'Loz'soz) 8§ uoneiodio) ey epaeiy
{00'8sH'8L) S $TOZYTZ0 B310AUL JUNODDRGNS UOIDRASUDD PI0L/YI/S
(oD 8SY'8L) 3 dio) ayped suIoHIMEH
feciet'61) 6E0T Po10AUY unoy Alewiid  $10%/9/9
JUNGLEY otain JUNOIDY [:31:q



Item

GuamSolid Waste Authority

Operating Budget
FY 2014
October 1, 2013 to June 30, 2014

Actuai Budget to
Date

Total Annual
Budget

Actual
Spending to
Date

% over {under)
Budget

Personnel Expenses:
Regular Salaries
Overtime/Special Pay
Contract Emplovees
Benefits

Sub-total

Non-Personnel Expenses:

Travel

Cenfractual Services:
Layon Landfill Operation
Hauler-Ondy Transfer Station
Other

Debt Service

Supplies and Materials

Equipment

Utilities - Power and Water

Communications

Capital Qutlay

Miscellaneous

Required Reserve Contributions:
Equipment Replacement
Cell Closure
Post Closure Care
Future Celi Development

Sub-total

Grand-fotal Expenditures / Reserves

Revenue:
Commercial & Gov't Tipping Fees
Residential Collection Feas
Transfer Stations
Other Revenue
Total Revenue

Budgeted from Fund Balance

Surplus [ {Deficit)”

$1,200,000
$1,100,000
8421300

$90_o,ooo

$825 OUU N

$720,828

$2,809,300

- $a452770
$2.801,714 _
$23221400

$4 497’ 100

$‘IO UOU
$‘?2£},{}90
$12,000
e
$145,000

$108,750

$2, 106 375

s3Ts0

$2,589,578
$2,101,286

$914825

$2.080.767

. $159

. 82,147 481
$1.791,235
$1,582.395 :
32 623 3{)?

| $1.318663
363,638

$50,000
L $100,000
$50,000

$3? 500

33? 500

537, 500'_
o §75000
$37,500

-$ 15,857,684

18,686,984

810,583
 $5.898.500

$298000°
$65,800

$4 423 875
%223, 5@0
$49,350

$1 2§732*433

% 10651666 4047

 $8,376,914
 $4,628, 480
8221224
$26,327

$16,846,000

1$12,634,500

81,365,738

* Surptus goes to reserve for future years (Le. fund bakance) and deficits are covered by the same reserve,
reserve accounts not inchuded in operating revenue,

Interest ingome on
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July 24, 2634

Members of the Public Utilities Commission
Suite 207 GCIC Building

414 West Soledad Avenue

Hagatna, Guam 96910

Dear Members of the Public Utilities Commission;

This letter will provide the quarterly report for the third quarter of FY 2014, pursuant to the
order of the Public Utilities Commission (PUC) issued July 30, 2013 relative to Host
Community Premium Surcharge (HCPS) fees. This report will cover the period from April 1,
2014 through June 30, 2014,

For the 2014 Fiscal Year, the following table outlines the HCPS fees charged during the
quarter ended June 30, 2014

Host Community Premium Surcharge Fees
Trdred Quarter €Y 2014
Aprid 2014 tlay 2014 uns 2014 Total 3rd

Atour Units HIPS fpa Units HOPS Fea Units HUPSFee  Ouarler Fee
ISLAND WASTE MANAGEMENT 4877 % 173485 5351 & 21343 6621 3 2363% 3 2382
LAGU SANITATION COMPANY AT B 235 887,18 $ 245323 Ba602 5 144%11 % T
fAR RUBBISHAEAN IFREL P B TEE0Y 244304 5 RTAILY 238186 5 B5388% 5 2547S45
BACIFID WASTE SYSTERS, LIC 83006 § 3748 Bik4% S L2684 SILTE S L3495 S §.R00.77
TRASHCO 2506 3 57148 440 & 51549 14569 § 53435 % 157130
NAVFALMAR GUAR 80109 F 2565 597.45 5 23,1325 §53.38 3 L33%37 0§ &EILIY
ALt OTHER COMBERCAL ACCOUNTS 521 % 125.6% F7E76 S L33A0L 3252 0% LIFREY % 1L,B7V.E:
SUAR WATERWORKS AUTHGRITY 12822 5 481335 412.%% 5 3,259.18 F1B32 0§ 2BI3S51 0§ 1019593
ALL OTHER GOVERRMENT ACCOUNTS &8 % 331448 8.3 % GA.64 38.87 § 13T S 45287
RESIDEMTEAL ACTOUNTS 16,985,000 §  £454.30 17206.00 5 653823 1720080 5 B556.38 5 19538856
Total § 2133483 S2B550.7T $27,3162.20 % 8105080

Feote: Units ars Tons for ot axcegt resdentinl arcounite. For residentiel sccounts, the units 2re tha number of resitential scosunts illed shat ot

Under Guam Law, customers of GSWA are allowed sixty days to pay their solid waste biil.
As a result, most of the fee billed in the quarter ending June 30, 2014 will not be collected
until the next reporting period. The following table outlines the fees assessed since October



Members of the Public Utilities Commission
July 24, 2014
Page 2 of 2

1, 2613, the fees actually coliected and the funds available for transfer from the period
ending June 30, 2014:

FY 2004 HOPS Fees
HCPS Fees Amount
Total HLPS Fees Assessad FY2014 5240,384.25
Total HOPS Fees Collected FY2014 S 185.257.51
Funds Transferred Prior Reporis $ 51,542.09
Funds to be Transfersd per this Report | § 80,153.46

Consistent with the Commission’s Order, GSWA will transfer the available funds in equal
amounts, to the Host Community Municipal Planning Council Accounts established by the
Host Communities of Inarajan and Ordot-Chalan Pago. The total transfer to the Host
Communities for this reporting period will be $80,153.46. The funds will be transferred in
equal amounts of $40,076.73 to each Host Community.

In addition, pursuant to our request, the Commission has clarified the proper disposition of
the funds held in reserve by GSWA. We previously reported the amount heid in reserve at
$13,671.57 as of March 31, 2014, Interest earnings have increased that amount by $4.25
bringing the total to $13,675.82 as of June 30, 2014. This amount will be transferred to the
Host Communities in equal amounts of $6,837.91, bringing the total amount transferred to
each community to $46,914.64,

Please contact us if you have questions or need additional information.
Thank you.

Sincerely,

David L. Manning
Receiver Representative

Attachment

c.c. Jessy "less" C. Gogue, Mayor of Ordot
Doris F. Lujan, Mayor of Inarajan
Frederick J. Horecky, PUC Legal Counsel
Members of the GSWA Board of Directors

Government of Guam
Guam Solid Wasie aAuthority
542 North Marine Corps Drive, Tamuning, Guam 94713
Phane: [671) 4443111
www GuamSolidwasieAuthority .com
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Allocation of Ordot Contingency as of June 30, 2014

Ordot Contingency Total
Uses of Contingency

Brown & Caldwell Task Orders 17
Brown & Caldwel! Task Orders 18
Brown & Caldwell Task Orders 19
Brown & Caldwell Task Orders 20
Brown & Caldwell Task Orders 21 & 22

Sub-total Brown & Caldwel

Black Canstruction Change Order #1

GHD Contract Amendment {original contract)
Sub-total

Remaining Contingency

8,515,827.00

41,7G9.00
14,970.00
346,338.00
16,000.00

265,919.00

W 4 A e 0 W W n

678,936.00

(69,217.98)

610,000.00
1,219,718.02

7,296,108,98
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GuamSolid Waste Authority
Operating Budget
FY 2015

Qctober 1, 2014, to September 30, 2015

FY 2012
Actual

FY 2013
Actusl

Approved FY
2014 Budget

FY 20158
Budget

Personnel Expenses:
Regular Salaries
@vaﬂameiSﬁeciar Pay
Contract ﬁmpleyees
Berefits

1,058,836

50284
863,923
800,080

$1,200,000

1 17i 869

e

$1,100,000

866 728

. $B800D j.-;_::'fi-:j:';;---._-

8421300

$1,200 ooo_

Sub—toiaf

Non-Personnel fixpenses:

Comfactual Servrces
; 'ﬂ Landf; it Operaiion
Hauter-Only Transfer Stat
. Other -
Debt Servxce
_i}_Suppiies'a
Equspmemt

Miscel! aﬂeous

E‘-'iequtred Reserve Contributions:
' Equipment Replacement -
Cell CEosure

Future Ceti Developn}ent

Reserve for Unfunded Expenses
i ; _ Sub-fotal

Grand-total Expenditures | Reserve:
Revenue:

Residential Collection Fees
”Transfesfﬁtatmns i
Other Revenue

o TotalRevenue

- Surphis (Deficity’

[ Comiriercisl and Government Tipoing Fees

Fund Baiam& G _. T —

$2, 508 861 $2 373,123 $2,809,300

3491178 ;ﬁ?‘;'ﬁf-f_i
2,901,806
1976100 823
4,497,097
388,515

4,497,097
436,803

maass

102,629

134,603

S ooni
50,000
100000
50,600

$50.000

$50,000

NV Y S 7 T

$1o'ooo_”'
Cs120000 0
512,000

$145000
$70400

$100,000°

53,000,090

$2.800,000
42 750,400
'$550.000

sz 0,000

$120,000

'$701.400
$50,000

- $100,000}
$50,000

16,977,471

120079355
6,262,416

5,666,041
352865
$ 128,038

$5,898,500

119,045

a7 68§ 1

sieesns

$10,583.700

. $288.000
$65 800

$4 497 097

$16,465,062

“Surplus goes 1o reserve for future years (Le., fund balance) and deficits are covered by the same reserve . Fund balance effect is after alf required

resewe contributions.  Budget may need 1o be adjustad as we gain expeience with the new HHW program.
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INDEPENDENT AUDITORS' REPORT

Honorable Eddie Baza Calvo
Governor of Guam:

Report on the Financial Statements

We have audited the accompanying financial statements of the Government of Guam Solid Waste
Operations Fund and of those funds related to the Government of Guam Limited Obligation (Section 30)
Bonds, 2009 Series A (the Funds), which comprise the balance sheets as of September 30, 2013 and
2012, and the related statements of revenues, expenditures, and changes in fund balances for the years
then ended, and the related notes to the financial statements, which coliectively comprise the Funds’
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America: this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances. but not for the purpose of expressing an opinion on the effectiveness of
the entity’s intemal control.  Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of stgnificant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion,



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Government of Guam Solid Waste Operations Fund and of those
funds related to the Government of Guam Limited Obligation (Section 30) Bonds, 2009 Series A, as of
September 30, 2013 and 2012, and the respective changes in financial position for the years then ended
in accordance with accounting principles generaltly accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 4 through 9 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inguiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Financial Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Funds® basic financial statements. The schedule of expenditures by object,
schedule of billings and collections and schedule of capital projects and information on pages 23
through 25, are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The schedule of expenditures by object, the schedule of billings and collections, and the schedule of
capital projects are the responsibility of the Funds’ management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with auditing
standard generally accepted in the United States of America. In our opinion, the schedule of
expenditures by object, the schedule of billings and collections, and the schedule of capital projects are
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The schedule of employees and other data on page 26 has not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on it,

[y



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 22,
2014, on our consideration of the Funds’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal controf over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financing reporting or on compliance. That report is an integral part of an audit
performed in accordance with Governmenr Auditing Standards in considering the Funds’ internal control
over financial reposting and compliance.

O SR

August 22, 2014

ot



GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Management’s Discussion and Analysis
September 30, 2013 and 2012

Our discussion and analysis of the Government of Guam ("GovGuam") Solid Waste Funds ("GGSWE™)
financial performance provides an overview of the GGSWF’s financial activities for the fiscal years
ended September 30, 2013 and 2012, Please read it in conjunction with the GGSWT’s financial
statements, which follow this section.

1. Financial Highlights

o]
H

For the fiscal vear ended September 30, 2013, total fund balance decreased by 57,240,360 (or
7.5%) from a fund batance of $96,512,950 in 2012 to a fund balance of $89.272,590 in 2013,

During the years ended September 30, 2013 and 2012, total combined expenditures for
governmental fund operations were $41,764.850 and $35,774,802, respectively, including
expenditures recorded or payments relating to capital projects of $8,811.400 and $7.644.264,
respectively; debt service requirements of $15,672.706 and $511.197.456, respectively; and
receiver fee expenditures of $1,494.431 and $1.650,689, respectively. These expenditures were
funded. in part, by the generation of tipping fees revenues during the years ended September 30,
2013 and 2012 of $18,698,981 and $16.398 446, respectively; investment earnings of $478,575
and $522,915 in 2013 and 2012, respectively. and a transfer from GovGuam’s General Fund
during the years ended September 30, 2013 and 2012 of $15,672,706 of $6,036,440, respectively
for debt service.

Total combined expenditures increased by $3,990,048 (or 16.7%) from 2013 to 2012 due
primarily to an increase in debt service requirements of $4,475,250 and increase in capital
projects expenditures of $1,148,575. Total combined revenues increased by $11,046,812 (or
47.1%) from 2013 to 2012 due primarily to an increase in tipping fees revenues of $2,614,097 (or
15.9%) and an increase in transfers in from GovGuam’s General Fund of $9,636,266 {or
159.6%).

Since debt service payments started back in fiscal year 2011, Solid Waste Operations Fund has
shorichanged reimbursements to General Fund by 519,265,884,

During the years ended September 30, 2013 and 2012, the Solid Waste Operations Fund
generated operating surplus of $2,682,724 and $445,402, respectively. Tipping fees revenues
recorded by the Solid Waste Operations Fund were $18,698981 in 2013, an increase of
$2.300.535 (or 14.0%) compared to the previous year. Expenditures recorded by the Solid Waste
Operations Fund were $16,389,933 in 2013, an increase of $366,283 (or 2.3%) compared to the
previous vear due primarily to payments to the Host Community Premium Benefits of $313,562
to compensate the villages of Inarajan and Ordot where solid waste management facilities, such
as sanitary landfills are located.

During the years ended September 30, 2013 and 2012, receiver fees paid to Gershman.
Brickner & Bratton (the "Receiver”) were $1,494,431 and $1,650,689 respectively. Accumulated
receiver fee expenditures since the appointment of the Receiver on March 17, 2008 through
September 30, 2013 total $12,893,557.

Overview of the Financial Statements

The GGSWF’s financial statements include all of the activities of the Sohid Waste Operations Fund
and funds related to the Limited Obligation (Section 30) Bonds, 2009 Series A (the “Funds”). The
financial statements present a balance sheet and a statement of revenues, expenditures, and changes
in fund balance. The assets, liabilities and fund balances of the Funds are reported in self-balancing
funds.



GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Management’s Discussion and Analysis
September 30, 2013 and 2012

2. Overview of the Financial Statements, Continued

GGSWEF’s financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP). The Governmental Accounting
Standards Board (GASB) is the recognized standard-setting body for establishing governmental
accounting and financial reporting principles. The GGSWF’s financial statements are reported using
the current financial resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as they become susceptible to accrual; generally when they are both
measureable and available. Expenditures generally are recorded in the period in which the related
fund hability is incurred, as under accrual accounting, with the exception of debt service
expenditures, which are recorded only when payment is due.

The notes to the financial statements include additional information needed to provide a further
understanding of the basic financial statements,

3. Financial Statement Analysis
Balance Sheet
The balance sheet presents information on GGSWF's assets, liabilities and fund balance at year-end.

A condensed summary of GGSWF’s balance sheet is shown below as of September 30, 2013, 2012
and 2011,

2013 2012 2011
Assets:
Cash and cash equivalents $ [1,467.164 $ 8383803 $ 5677761
Receivables 3,933,617 4.482.013 3,614,602
Pue from General Fund - 861,379 2,896,335
Restricted assets 95.204.440 103,532,436 107.544.719
Total assets $ 110,605,221 $117.261,631
Liabilities:
Contracts payable $ 28975227 S 2444437 $  1.581.678%
Retention payable 450,196 372,278 1,742.497
Host community premium
benefits pavable 313.562 - -
Due to General Fund 16,493,737 15,672,706 6,036,440
Other habilities 1.099.950¢ 2,259,263 1,562,728
Total liabilities 21,332,631 20.748.681 10,923,343
Fund balances 89.272.590 96,512.951) 108.810.074
Total hhabilities and fund balances  $ 110,605,221 $117.261,63] $119.733.417
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GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Management’s Discussion and Analysis
September 30, 2013 and 2012

Financial Statement Analysis, Continued

Total assets decreased by $6,656,410 {or 5.7%) from $117,261.631 in 2012 to $110,605,221 n 2013,
Total liabilities increased by $583,950 (or 2.8%) from S20,748.681 in 2013 to $21.332,631 n 201 2.
These increases were primarily the result of increases in contracts payable and host community
premium benefits payable.

Total fund balances decreased by $7,240,360 {or 7.5%) from $96,512,9530 in 2012 to 589,272,590 in
2013. Of the total fund balance amounts presented at each respective fiscal year end, certam
restrictions limit the availability of fund resources for future use. Specifically, fund balances are
restricted by the bond indenture associated with the Limited Obligation (Section 30) Bond issuc
wherein these funds are restricted for Consent Decree projects and Debt Services. As of September
30, 2013 and 2012, fund balances are restricted in the amounts of $77,003,740 and $86.110,550,
respectively.

Statement of Revenues, Expenditures and Changes in Fund Balances

The Statement of Revenues, Expenditures and Changes in Fund Balances shows the effect of
revenues and expenditures on GGSWF’s fund balance for the vear. GGSWEF’s statements of
revenues, expenses and changes in fund balances for the years ended September 30, 2013 and 2012
are summarized as follows.

2013 2012 2011
Revenues:
Tipping fees $ 18,698,981 S 16398446 § 13855171
Host community premium surcharge
fee 313,562 - -
Investment (losses) earnings (174259 1,029,292 866,471
Transfers in from General Fund [5.686.206 6,045 940 7,310,429

Expenditures:
Current:
General government 1,494 431 1,650,689 2,811,271
Environmental protection 10,975,654 10,783,296 6,052,192
Capital projects 8,811,400 7,644,264 29,930,460
Debt service 15,672,706 11,197,456 11,197,456
Host community premium benefits 313,562 - -
Transfers out to General Fund 4.497.097 4.497.097 3,747,380
41,764,850 35,774,802 53,738,959
Net change in fund balances § (7.240360) S (12.297,124y S (31.7006,888)

23.477.678

22,032,071




GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Management’s Discussion and Analysis
September 30, 2013 and 2012

3. Financial Statement Analysis, Continued

In 2009, GovGuam issued Limited Obligation (Section 30) Bonds for the purpose of constructing a
new landfill, closure of Ordot Dump, prepaving a bank loan and funding capitalized interest. As a
result, net bond proceeds amounted to $196,781,996.

Total revenues increased by $11,046,812 (or 47.1%) from $23,477.678 for 2012 to $34.524 490 for
2013, These increases were primarily the result of General Fund’s share for Debt Service of
511,175,609 exceeded Budget Law amount of $3,692,212 by $7.473,397. In addition, GovGuam’s
share of debt service expects to increase in fiscal year 2014 as the Receiver suspended debt service
reimbursements to the General Fund effective May 2014,

Total expenditures increased by $5,990,048 (or 16.7%) from $35,774,802 for 2012 to $41,764, 830
for 2003, The increase in 2013 was the result of increased debt service requirements from
$11,197.456 (interest only) in 2012 to $15,672.706 (interest of $11.082,706 and principal of
$4,590,000) in 2013,

The Solid Waste Operations Fund is the chief operating fund of GGSWF. As of September 30,
2013, the Solid Waste Operations Fund has a fund balance of $13.895,746 as compared with the
prier year fund balance of $11.213,022, an increase in performance of $2,682,724 (or 23.9%). This
current year operational surplus was primarily the result of the increase in tipping fees revenues of
32,614,097, which include $313,562 Host Community Surcharge fees assessed by the Guam Solid
Waste Authority (GSWA) beginning October 1, 2012 to compensate the villages of Inarajan and
Ordot where solid waste management facilities are located.

Operating expenditures shightly increased by $366,283 in 2013 due mainly to costs associated with
the host community premium benefits.

4. Capital Assets and Long-Term Debt

Capital Assets

The Layon landfil] opened on September 1, 2011. The Layon landfill is included as a capital asset in
GovGuam’s government-wide financial statements at a total cost of $§73,241,693. The new landfill
consists of up to eleven cells with a capacity in excess of 15.8 million cubic yards and is expected to
service the island of Guam for 50 years.

Long Term Debt

In June 2009, GovGuam issued Limited Obligation (Section 30) Series A Bonds in the amount of
$202.4 million, net of bond discount of $5.6 million. Proceeds are primarily to be used for the
purpose of constructing the new Layon landfill and other Consent Decree projects as well as funding
closure and post-closure costs of Ordot Dump. The resultant long-term debt is included as a liability
m GovGuam’s government-wide financial statements. See note 5 to the accompanying financial
statements for additional information relating to this long-term debt.
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September 30, 2013 and 2012

4. Capital Assets and Long-Term Debt, Continued

Ordot Dump

In accordance with the 2004 Consent Decree jointly filed by the U.S. Environmental Protection
Agency (EPA) and the U.S. Department of Justice, GovGuam was required to close Ordot Dump and
open a new landfill. Due to delays in meeting stipulated deadlines under the Consent Decree, the
LS. District Court of Guam placed the Solid Waste Division of GovGuam’s Department of Public
Works in Receivership. The Receiver has been tasked by the U.S. District Court with bringing
GovGuam into compliance with the Consent Decree, including environmental closure of Ordot
Dump in compliance with the engineering standards and regulations required by the U.S. EPA. On
August 31, 2011, Ordot Dump was finally closed to the public. The Receiver continues engineering
design work to ensure that Ordot Dump is closed in a manner that protects both human and
environmental health. GovGuam has reported an amount of $51.574,121 as landfill closure and post
closure care lability at September 30, 2013 within GovGuam’s government-wide financial
statements, representing the cumulative amount reported based on 100 percent capacity for Ordot
Dump. This amount is based on what it would cost to perform all closure and post closure care in
2013. Actual costs may be higher due to inflation, changes in technology or changes in regulations.

Outlook, Challenges and Opportunities

In December 2013, GGSWF has entered into a number of contractual arrangements to GHD lInc. for
construction management services of the Ordot Dump Closure Construction project and to Black
Construction Corporation for the Ordot Dump Closure and Dero Road Improvements.

The Receiver has developed three rate options for presentation to the Guam Public Utilities
Commission. Each option would provide for adequate funding for GGSWF for 2013 and thereafter.
These options are outlined in the following table:

Full Gov't
Reimbursement Two Landfiil
Customer Type Current Rate* Rate Rate**
Commercial (per ton) $172 $225 $110
Residential (per month) S 30 $ 35 $ 20
Residential Transfer Station $7.50/8 15 $7.50/% 15 §7.50/% 15
Cost to GovGuam $ 7.483,397 S - $ 11,737,208

* The effective commercial rate per ton is $156 per ton when haulers pay on time, electronically
using ACH, and do not use Public Law 25.93.
** Assumes approval of a second landfill.

Based on the Receiver’s determination, the Current Rate option is adequate to provide for the
operation of GGSWF through 20135, Because GovGuam had no history of paying full operating
costs and debt service out of solid waste fees, GovGuam was required to pledge Section 30 revenue
for the purpose of paying debt service. Commencing in December 2010, GGSWF began
reimbursing GovGuam in the amount of $374,758 per month. Under this rate option, GovGuam will
continue to be reimbursed this monthly amount ($4,497,097 annually) but forgo an additional
$7,483,397 in annual reimbursement for the use of Section 30 revenue to pay debt service,



GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Management’s Discussion and Analysis
September 30, 2013 and 2012

5. Outlook, Challenges and Opportunities, Continued

The Full Government Reimbursement Rate option is required if GovGuam is to be fully reimbursed
for the use of Section 30 revenue. In 2013, full debt service payments begin thus requiring
GGSWOF to increase the monthly reimbursement from $374,738 to $998.374, an increase of
approximately $7.5 million annually. Under this option, commercial rates would rise more than 30%
and residential rates would rise to $35 per month in 2013; §40 per month in 2014; and $45 per month
in 2015, at which time reevaluation of the rates would need to be considered.

Instead GovGuam continues to receive the same monthly reimbursement of $374,758 as opposed to
the required $998,374 for fiscal year 2013, In 2014, the situation worsens as GGSWF suspended
monthly reimbursements to the General Fund effective May 2014, Accumulated total amounts due
to the General Fund for debt service payment reimbursements for periods fiscal year 2011 to fiscal
vear 2013 total to §19,265,884.

The Two Landfill option is required if GovGuam allows a second landfill on Guam. In the event that
GovGuam approves a permit for a second landfill, rates that will allow GovGuam to be reimbursed
for the use of Section 30 revenue to pay debt service may not be sustained if the second landf(ill
permut holder undercuts GGSWF's current rates. Under this scenario, GovGuam would forgo
$11,737,208 in annual reimbursement for the use of Section 30 revenue to pay debt service.

The Recetver expects the Government of Guam to pay over $200 million of expenditures outside the
Consent Decree. Estimated unfunded projects through FY2025 of $50 million were identified by the
Receiver. These projects include post closure costs of Ordot Dump of $14.3 million, new cells for
the Lavon Landfill of $10.6 million, $5.3 million to close two cells, and $19.9 million for other
related projects. Due to these unfunded projects, reimbursements to General Fund of S130 million
for debt service payments were suspended forcing the General Fund to pick up the tab. Additionally,
General Fund 1s expected to assume $29.1 million for the Layon Landfill Land, which continues to
accrue interest. Altogether. the aggregate unfunded amounts to approximately $229.3 million.

6. Contacting Government of Guam Financial Management

The Management’s Discussion and Analysis report 1s intended to provide information concerning
known facts and condition affecting GGSWF’s operations. This financial report is designed to
provide our citizens, taxpayers, customers and creditors with a general overview of GGSWF’'s
finances and to demonstrate GGSWE’s accountability for the funds it receives and expends.

Management’s Discussion and Analysis for the years ended September 30, 2012 and 2011 1s set forth
in GGSWE’s report on the audit of financial statements which is dated September 9, 2013, The
Discussion and Analysis explains in more detail major {actors impacting the 2012 and 2011 financial
statements.

Questions concerning any of the information provided in this report or request for additional
information should be addressed to: Division of Accounts, Attention: Katherine B. Kakigi,
Financial Manager. P.O. Box 884, Hagatna, Guam 96932, Telephone No.: (671) 475-1169/1260,
Facsimile: {671) 472-8483; Website address: www admineoy swdoa’,
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GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Notes to Financial Statements
September 30, 2013 and 2012

Summary of Significant Accounting Policies

The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (GAAP).  The Governmental
Accounting Standards Board (GASB) is the recognized standard-setting body for establishing
governmental accounting and financial reporting principles. The following is a summary of the
significant accounting policies used by the Solid Waste Funds.

A,

Reporting Entity

The Government of Guam (GovGuam) Solid Waste Operations Fund was created by Public
Law 24-272 to provide solid waste collection and disposal services and a financing source for
GovGuam’'s costs directly related to the closure and pest-closure of the solid waste landfill.
Revenues are derived from tipping, user and other associated fees to be used solely for sohd
waste management practices.  On June 18, 2009, Limited Obligation (Section 30) Bonds,
2009 Series A, were issued for the purpose of constructing a new landfill, closure of Ordot
Dump, prepaying a bank loan and funding capitalized interest. The Capital Projects Fund 18
used to account for bond proceeds from the issuance of Limited Obligation (Section 30)
Bonds, 2009 Series A. The Debt Service Fund is used to account for funds required by the
bond indenture to redeem bond principal and to pay bond interest as such becomes due.

On April 18, 2011, Public Law 31-20 was enacted, which provided for the continuation of the
existence of the Solid Waste Management Division, a sub-entity of GovGuam’s Department
of Public Works, as an autonomous public corporation now referred to as the Guam Solid
Waste Authority (GSWA). GSWA’s transactions are accounted for under the GovGuam Solid
Waste Operations Fund.

Fund Accounting

The accompanying financial statements present a balance sheet and a statement of revenues,
expenditures, and changes in fund balances. The assets, liabilities and fund balances of the
Solid Waste Operations Fund and those funds related to the Limited Obligation {Section 30)
Bonds, 2009 Series A, are reported in self-balancing funds. Transactions between funds, 1f
anv, have not been eliminated.

Measurement Focus and Basis of Accounting

The accompanying financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
they become susceptible to accrual; generally when they are both measurable and available.
Revenues are considered to be available when thev are collectible within the current period or
soon enough thereafter to pay habilities of the current period. For this purpose, revenues are
considered available if they are collected within 90 days of the end of the current fiscal period.
Revenues susceptible to accrual include tipping, user and associated fees. Investment earnings
are recorded as eamned, since they are both measurable and available. Expenditures generally
are recorded in the period in which the related fund lability is incurred, as under accrual
accounting, with the exception of debt service expenditures, which are recorded only when
pavment is due.
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C.

Measurement Focus and Basis of Accounting, Continued

Tipping and associated fees imposed are as follows:
Commercial

Commercial haulers are billed per tonnage of trash. The rate per tonnage effective during
fiscal years 2013 and 2012 is $171.60.

Residential

Residential customers are billed for weekly curbside trash collection services. The monthly
rate effective during fiscal years 2013 and 2012 per one 96-gallon cart is $30.

Further, residential customers are billed $15 per month for every additional 96-gallon cart.
Residential customers bringing their household trash to the transfer stations are assessed the
following fees: (a) $7.50 up to three cubic vards, and (b) $15 from three up to a maximum of

six cubic yards.

Host Communiny Preminon Surcharge

On July 16; 2010, the Guam Legislature passed Public Law 30-165 and amended by Public
Law 32-021 on April 11, 2013, which determined that a “Host Community Premium™ be
awarded for the villages of Inarajan and Ordot in the annual amount of $150,000 each.
Pursuant to Public Law 30-165, as amended by Public law 32-021, and an Order by the Guam
Public Utiliies Commission on July 30, 2012, as amended on July 30, 2013, GSWA was
authorized to assess Host Community Premium Surcharge (HCPS) fees of $3.57 per ton for
commercial, including government customers, and $0.38 per month for residential customers
beginning October 1, 2012 The HCPS fees were to compensate the villages of Inarajan and
Ordot where solid waste management facilities, such as sanitary landfills, are located. During
the vear ended September 30, 2013, HCPS revenues amounted to $313,562.

Budeetary Process

Legislation requires the Governor to present a proposed budget to the Legislature at the
beginning of each annual session. The Legislature enacts the budget through passage of
specific departmental appropriations. Before signing the Appropriations Act, the Governor
may veto or reduce any specific appropriation. subject to legislative override. Once passed
and signed, the budget becomes the financial plan {for the ensuing fiscal year. Supplemental
appropriations for specific purposes are made throughout the year.

Encumbrances are commitments related to unperformed (executory) contracts for goods or
services and are generally evidenced by outstanding purchase orders, contracts, and
intradepartmental work requests. Encumbrances outstanding at year end are reported within
the fund balance classifications since they do not constitute expenditures or liabilities.
Unencumbered appropriations normally lapse at the end of cach fiscal vear unless they are
designated by the Legislature as representing in continuing appropriations.

-~
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E.

H.

Cash and Cash Eguivalents

Cash and cash equivalents include short-term investments in U.S. Treasury obligations and
commercial paper with maturity dates within three months of the date acquired.

Investments

Investments and related investment earnings are recorded at fair value. Fair value is the
amount at which a financial instrument could be exchanged in a current transaction between
willing parties, other than in a forced or liquidation sale and are primarily determined based on
guoted market values.

Receivables and AHowance for Uncollectible Accounts

Receivables are due from commercial haulers, government agencies and individuals residing
on the istand of Guam, are uncollateralized and are stated net of estimated allowances for
uncallectible accounts. The allowance for uncollectible accounts is based on the evaluation of
the collectability of current accounts and historical trends.

Interfund Receivables/Pavables

During the course of its operations, GovGuam's General Fund records transactions between
individual funds for goods provided or services rendered. These balances result from the time
lag ‘between the dates that 1) interfund goods and services are provided or reimbursable
expenditures occur, 2) transactions are recorded in the accounting system, and 3) payments
between funds are made, and are scheduled to be collected in the subsequent year.

Restricted Assels

The bond indenture relating to the Limited Obligation (Section 30) Bonds, 2009 Series A,
requires amounts to be restricted for capital projects and set aside for debt service principal
and interest. These amounts have been classified as restricted assets.

Unearned Revenues

Unearned revenue represents monies received or revenues accrued which have not been
earned or do not meet the “available™ criterion for revenue recognition under the modified
accrual basis of accounting.

Fund Balance

Governmental fund balances are classified as follows:

s Restricted - includes fund balance amounts that are constrained for specific purposes

which are externally imposed by providers, such as creditors or amounts constrained due
to constitutional provisions or enabling legislation.
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K. Fund Balance. Continued

¢ Commitied - includes fund balance amounts that are constrained for specific purposes
that are internally imposed by the government through formal action of the highest level
of decision making authority and does not lapse at vear-end.

Restricted/committed amounts are spent first when both restricted and unrestricted fund
balance is available unless there are legal documents/contracts that prohibit doing this.

A formal minimum fund balance policy has not been adopted.

L. Management Estimates

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

M. Reclassifications

Certain balances in the 2012 financial statements have been reclassified to conform with the
20113 presentation.

(2) Deposits

The deposit and investment policies of GovGuam are governed by 5 GCA 21, Investments and
Deposits, in conjunction with applicable bond indentures. The Director of Administration is
responsible for the safekeeping of all monies paid into the Treasury of Guam. The Director of
Admimstration invests any monies of Gov(iuam that are deemed not necessary for immediate use.
Legally authorized investments include securities issued or guaranteed by the U.S. Treasury or
agencies of the United States government; demand and time deposits in or certificate of deposit of,
or bankers’ acceptances issued by. any eligible institution; corporate debt obligations, including
comimercial paper; certain money market funds; state and local government securities, including
municipal bonds; and repurchase and investment agreements. With the exception of investments
in U.S. government securities, which are explicitly or implicitly guaranteed by the United States
government, all other investments must be rated Aal/P-1 by Moody’s.

Custodial credit risk is the risk that in the event of a bank failure, the entity’s deposits may not be
returned to it Such deposits are not covered by depository insurance and are either
uncollateralized, or cellateralized with securities held by the pledging financial institution or held
by the pledging financial institution but not in the depositor-government’s name.
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(3)

As of September 30, 2013 and 2012, the carrying amount of cash and cash equivalents were
$40,548,306 and $18,278,726, respectively, and the corresponding bank balances were
$40,548,306 and $18,278.726, respectively. Of the bank balance amounts, $24,743,470 and
$18.,256,452, respectively, were maintained in financial mstitutions subject to Federal Deposit
Insurance Corporation (FDIC) insurance. The remaining balances of $15,804,836 and $22.274,
respectively, represent short-term investments held and administered by GovGuam’s trustees in
accordance with various trust agreements and -bond indentures. Based on negotiated trust and
custody contracts, all of these investments were held in GovGuam’s name by GovGuam’s
custodial financial institutions at September 30, 2013 and 2012, As of September 30, 2013 and
2012, bank deposits in the amount of $875,723 and $878,321, respectively, were FDIC insured.
GovGuam does not require collateralization of its cash deposits; therefore, deposit levels in excess
of FDIC insurance coverage are uncollateralized. Accordingly, these deposits are exposed to
custodial credit risk.

Restricted cash and cash equivalents consist of funds restricted for capital projects and for bond
indenture related accounts. Details are as follows:

2013 2012
Debt service S 15,672,535 S -
Capital projects 11,710,968 9,082,301
Operations, maintenance, renewal
and replacement reserve fund 1,626,896 810,622
Host community premium benefits 70,743 -
§ 29,081,142 § 9892923

Investments

Credit risk for investments is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations.

Concentration of credit risk for investments is the risk of loss attributed to the magnitude of an
entity’s investment in a single issuer. GASB Statement No. 40 requires disclosure by issuer and
amount of investments in any one issuer that represents five percent (5%) or more of tofal
investments for GovGuam.

Custodial credit risk for investments is the risk that in the event of the failure of the counterparty to
the transaction, GovGuam will not be able to recover the value of investment or collateral
securities that are in the possession of an outside party. GovGuam’s investments are held and
administered by trustees in accordance with the bond indenture for the purpose of funding various
capital projects and future debt service requirements. Based on negotiated trust and custody
contracts, all of these investments were held in GovGuam’s name by GovGuam’s custodial
financial institutions at September 30, 2013 and 2012.
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Investments, Continued

Interest rate risk 1s the risk that changes in interest rates will adversely affect the fair value of debt
mstruments. GovGuam does not have a formal investment policy that limits investment maturities
as a means of managing its exposure to fair value losses arising from increasing interest rates.

As of September 30, 2013 and 2012, investments at fair value are as follows:

2013 2012
Mutual funds $ 66,123,298 $ 93639513

As of September 30, 2013 and 2012, these investments are restricted and available for the
following purposes:

2013 2012
Capital projects S 48,937.283 § 60,643,810
Debt service 17,186,015 32.995.703

Receivables

Receivables as of September 30, 2013 and 2012, including allowances for uncollectible accounts,
are as follows:

2013 2012
Conunereial $ 1,920,760 S 1,709.433
Residential 1,466,650 1,399,503
Government:
Guam Waterworks Authority (GWA) 156,850 854,498
Other 112,336 84,958
Note 488 244 644.794
4,144 840 4.693.236
Allowance for uncollectible accounts:
Commercial (58,757) {58,757)
Residential (105,493) (105,493)
Government {46,973} (46,973)
(211.223) (211.223)

$ 3933617 S 4482013

On March 2, 2012, the Solid Waste Operations Fund entered into a $750,000 promissory note with
a commercial customer for past due tipping fees. The note, due in monthly installments of
principal and interest of $19,022 beginning February 29, 2012, bears interest at 10% per annum
and matures in January 2016, At September 30, 2013 and 2012, the balance was $488.244 and
5644,794, respectively, with a corresponding amount recorded as unearned revenue.
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Receivables, Contittued

In February 2013, the Guam Public Utilities Commission approved 2 GWA rate increase, which
funds repayment of GWA’s balance due to the Solid Waste Operations Fund. In March 2013, the
Solid Waste Operaﬁem Fund started collecting $125,000 per month from GWA. At September
30, 2013 and 2012, the GWA receivable was $156,850 and $854,498, respectively, with a
corresponding amount recorded as unearned revenue of 50 and $854.498, respectively.

Bonds Payable

The Limited Obligation (Section 30) Bonds, 2009 Series A (original issue of $202.425.000, dated
June 1, 2009) have varying interest rates at 5% - 5.75% per anmum, payable qemiannudﬂv on June
1 and December 1, principal fund payments due in varying annual installments commencing with a
payment of $4,590,000 on June 30, 2013 and increasing to a final payment of $15.235,000 on June
30, 2035. The bonds were issued for the purpose of constructing a new landfill, closure of the
Ordot Dump, prepaying a bank loan and funding capitalized interest, and are backed by the full
faith and credit of GovGuam, payable solely from and collateralized by a pledge of Section 30
federal income tax collections.

The 2009 Series A Section 30 Bonds are limited obligations of GovGuam and are authorized to be
issued pursuant to Public Law 30-7 and an Indenture dated June 1, 2009. Under the Indenture,
GovGuam appointed a Trustee, Co-Trustee and Depositary for the Bonds and a Paying Agent and
registrar for the Bonds. The Bonds are payable entirely from a first lien and pledge of Section 30
revenues. Section 30 revenues are amounts received by or on behalf of GovGuam or the Trustee
from the United States as proceeds of custom duties, federal income taxes and any other taxes
derived from Guam.

As defined by the terms of the bond indenture, these revenues include the following: (1) all
amounts received by GovGuam as proceeds of Federal income taxes derived from Guam ("Section
30" monies); (2) customs duties collected by GovGuam derived from Guam; (3) the proceeds of all
taxes collected under the internal revenue laws of the United States on articles produced in Guam
and transported to the United States, its Territories or possessions, or consumed in Guam; and (4)
the proceeds of any other taxes which may be levied by Congress on the inhabitants of Guam.
"Revenue" further includes all interest, profits or other income derived from investments in any
fund or account created pursuant to the bond indenture.

In accordance with the Indenture, the following funds are established:

Section 30 Revenue Fund - GovGuam shall deposit or cause to be deposited all Section 30
Revenues upon receipt into the Section 30 Revenue Fund which the Trustee shall maintain
and hold in trust, except that all interest and other profit from the investment of moneys in the
Rebate Fund will be retained therein, all interest and other profit from the investment of
moneys in the Construction Fund will be transferred to the Capitalized Interest Account,
which shall be established, maintained and held in trust by the Depositary as a separate
account within the Section 30 Revenue Fund. The Trustee shall be entitled to and shall
collect and receive all of the Section 30 Revenues, and any Section 30 Revenues collected or
received by GovGuam shall be deemed to be held, and to have been collected or received, by
GovGuam as the agent of the Trustee and shall promptly be paid by GovGuam to the Trustee.
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On the fifth dav of each calendar month, the Trustee shall transfer from the Section 30 Revenue
Fund (1o the Co-Trustee or Depositary, as necessary), for deposit into one or more separate funds,
amounts in the order of prionity as required under the Indenture, the requirements of each such fund
or account (including the making up of any deficiencies in any such fund or account resulting from
lack of Section 30 Revenues sufficient to make any earlier required deposit) at the time of deposit
to be satisfied, and the results of such satisfaction being taken into account, before any transfer is
made to any account subsequent in priority: (A) the Debt Service Fund; (B) the Bond Reserve
Fund; (C) the Rebate Fund: (D) the Bond Expense Fund: and (E) the Section 30 Surplus Fund.

Debt Service Fund - The Debt Service Fund shall initially be held by the Trustee, and the
Trustee shall apply moneys on deposit in the Debt Service Fund in the amounts and at the
times required by the Indenture solely to (1) pay interest on the Bonds as it becomes due and
payable, (2) pay principal of Bonds when due and payable and (3) purchase or redeem or pay
at maturity Term Bonds as provided in the Indenture.

Bond Reserve Fund - The Indenture requires the Trustee to establish and maintain the Bond
Reserve Fund and to deposit with respect to any series of Bonds an amount equal to the Bond
Reserve Fund Requirement to be held by the Trustee. The Bond Reserve Fund Requirement
means, as of any date of calculation and with respect to any Bonds, an amount equal to (i) the
least of (A) Maximum Annual Debt Service, calculated on all such Bonds Qutstanding as of
such date, (B) one hundred twenty-five percent (125%) of average annual debt service on all
such Bonds Outstanding as of such date, or (C) such amount as may be calculated in
connection with the issuance of an Additional Series of Bonds by adding not more than ten
percent (10%) of the original principal amount of such Additional Series of Bonds to the
Bond Reserve Fund Requirement immediately before such issuance, or (il} such larger
amount as may be established as the Bond Reserve Fund Requirement by any Supplemental
Indenture and which, in the opinion of Bond Counsel, may be funded from Bond proceeds
and mvested at an unlimited yield consistent with the Internal Revenue Code.

Construction Fund - At closing. there shall be deposited in the Series 2009A Construction
Account within the Construction Fund a portion of the proceeds of the 2009A Bonds.
Moneys on deposit therein will be disbursed to fund the 2009A Bonds Project, which consists
of the acquisition, construction, improving and equipping the New Landfill and the
acquisition and construction of the closure of the Ordot Dump.

Bond Expense Fund - All amounts in the Bond Expense Fund shall be used and withdrawn
by the Trustee upon receipt of a Requisition of GovGuam, solely for the purpose of paying (i)
fees and expenses of the Fiduciaries, as such term is defined in the Indenture, (31) fees and
expenses with respect to any Credit Famht} as such term 1s defined in the Indenture, and (111)
any other costs or expenses designated as payable from the Bond Expense Fund by a
Supplemental Indenture.

The "Section 30 Revenue Fund” 15 accounted for within the General Fund. The “Capitalized
Interest Account”, “Debt Service Fund”, “Bond Reserve Fund” and “Bond Expense Fund”
accounts are accounted for within the Debt Service Fund. The “Construction Fund”™ account is
accounted for within the Capital Projects Fund.
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(6]

Annual debt service requirements to maturity for principal and interest are as follows:

Year ending

September 30, Principal Interest Total
2014 4,823,000 $ 10.847.331] $ 15,672,33]
2015 3,070,000 10.599 936 15,669,956
2016 5.330,000 10,339 9356 15,669,956
2017 5,610,000 10,059,444 15,669,444
2018 5,915,000 9,756,913 15,671,913

2018 -2023 34,905,000 43,452,131 78,357,131
2024 - 2028 45,825,000 32,527,759 78,352,759
2029 - 2033 60,740,000 17.616,257 78,356,257
2034 - 2033 29.615.000 1.727.443 31.342.443

S 197.835.000

During the vears ended September 30, 2013 and 2012, pavments for debt service totaled
$15,672.7706 and $11,197.456, respectively.

GovGuam has pledged a portion of future General Fund Section 30 revenues to repay the
$202,425,000 in limited obligation bonds. This debt is payable solely from Section 30 revenues
payable to GovGuam by the United States Government pursuant to Section 30 of the Organic Act,
Title 48, U.S. Code, Section 41421(h). Total principal and interest remaining on this debt is
approximately $344,762.190 payable through December 2034, For the years ended September 30,
2013 and 2012, Section 30 revenues were $96,104.113 and 353,125,949, respectively.

At September 30, 2013 and 2012, fund balance of $17.186.219 and $17.322.997, respectively, is
restricted for debt service purposes.

At September 30, 2013 and 2012, GovGuam management 18 of the opinton that 1t is in compliance
with the bond covenants as outlined in the bond indenture,

Interfund Transfer Activity

Interfund transfers from the Solid Waste Operations Fund and Capital Projects Fund to the Debt
Service Fund represent the transfer of funds for payment of interest and transfer of the bond reserve
investment account. Interfund transfer activity during the years ended September 30, 2013 and
2012, s summarized below:

2013 2012

Transfers Out To:
Drebt Service Fund for:
Bond reserve, debt service and capitalized
inferest investment accounts $ 128,557
Interest payment -

§ 18,065,367
4.062.437

Transfers n From:
Capital Projects Fund

S 128,557

$ 22,127,804
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(77 Commitments and Contingencies

A.

Landfill Closure and Postclosure Costs

On February 11, 2004, the U.S. Environmental Protection Agency and the U.S. Department
of Justice filed a Consent Decree i the United States District Court of Guam. The consent
decree included deadlines for the opening of a new landfill and implementing an Ordot Dump
closure plan. Within a period of forty-five months, GovGuam was required to complete an
environmental mmpact statement analyzing at least three potential new landfill locations;
complete design, permitting, and construction for the selected landfill location; begin
operations at the new landfill; and properly and permanently close the Ordot Dump. In the
event that GovGuam failed to meet any of the stipulated deadlines under the consent decree,
Gov(uam would be liable for civil penalties.

On March 17, 2008, the United States District Court of Guam issued a Court Order that
placed the Solid Waste Division of the Department of Public Works (DPW) in Guam in
Recervership. After receiving and reviewing qualifications information on firms presented by
GovGuam and the U.S. Environmental Protection Agency, and conducting interviews and
reference checks, the District Court Judge selected and appointed a receiver. The Receiver
was given full power and authority to enforce the terms of the Consent Decree, including
closure of the Ordot Dump and opening of a new landfill, and assume all of the
responsibilities for the operations of DPW’s Solid Waste Division. For the year ended
September 30, 2013, recorded receiver fee expenditures were $1,494,431 with accumulated
recelver fee expenditures since the appointment of the Receiver on March 17, 2008 through
September 30, 2013 amount to $12,893,557. Of this amount, $3,848,700 was funded by the
General Fund and the remaining was funded from solid waste operations.

Pursuant to the Court Order, the appointment of the Receiver shall be for the period
necessary to achieve compliance with the consent decree unless: (a) the Receiver
recommends termination of the Court Order as no longer necessary, or modification thereof,
and said termination or modification is accepted by the court, (b) the Receiver requests to be
relieved and such request is approved by the court, and (¢} the Court Order is otherwise
modified or terminated by the court.

On February 13, 2009, the United States District Court of Guam issued a Court Order
associated with the DPW Solid Waste Division Receivership requiring GovGuam to provide
for costs of the new landfill. On June 4, 2009, GovGuam issued $202,425.000 in Limited
Obligation Revenue Bonds for the purpose of financing facilities of the Solid Waste
Management System of Guam. On August 31, 2011, the Ordot Dump was finally closed and
the Layon landfill opened on September 1, 2011.
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(8)

Al

Landfill Closure and Postclosure Costs, Continued

State and federal laws and regulations require GovGuam fo place a final cover on its landfill
sites when It stops accepting waste and to perform certain maintenance and monitoring
functions at the site for 30 vears after closure. Closure and post closure care costs reported as
expenditures in the accompanying financial statements represents actual closure and post
closure care costs incurred during fiscal vears 2013 and 2012, The estimated landfill closure
and post closure care liability at September 30, 2013 and 2012 is not included in the
accompanying fund financial statements. Instead, GovGuam has reported on amount of
$53.508.046 and $41,115,275 as landfill closure and post closure care liability at September
30, 2013 and 2012, respectively, within GovGuam’s government-wide financial statements
based on 100% capacity for Ordot Dump and $1,933,924 reported based on the use of 1.78%
of the estimated capacity of Layon landfill. The Layon landfill consists of up to eleven cells
and has an estimated lifespan of 50 vears. Currently, GovGuam is projected to utilizing two
cells that together have a projected life of 10 years. GovGuam will recognize the remaming
estimated cost of closure and postclosure care of $106,713.510 as the remaining estimated
capacity is filled. These amounts are based on what it would cost to perform all closure and
postclosure care in 2013. Actual cost may be higher due to inflation, changes in technology,
or changes m regulations.

{.and Condemnation

On October 31, 2012, a Court Order was issued for the payment of approximately
$25,115,683 for the condemnation of land which encompasses the Layon landfill. As of
September 30, 2013, $3,410,000 had been deposited to the Court and distributed to
landowners, and $21,705,683 plus interest at 6% per annum calculated from January 24, 2008
of §7,407,287 has vet to be made. GovGuam has negotiated long-term tax credit certificates
with the landowners,

Contract Commilments

GGSWF have commitmenis under contracts at September 30, 2013 and 2012. As of
September 30, 2013 and 2012, encumbrances associated with these contracts are as follows:

2013 2012
Solid Waste Operations Fund $ 26,204,047 $ 32,722,923
Capital Projects Fund 3.485.579 3,720,870
§ 29,689.626 $ 36.443.793

Major Customers

(9}

During the years ended September 30, 2013 and 2012, two commercial customers accounted for
42% and 44%, respectively, of total tipping fees revenues.

Subseguent Events

In December 2013, GGSWF entered into two contracts totaling $47.010,908 for the construction of
the environmental closure of the Ordot Dump and Dero Road Sewer Improvements, and associated
construction management services.
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Billings:
Commercial haulers
Residential
Govermument

Total bithings

Collections:
Commercial haulers
Residential
Government
Transfer stations
Other charges

Total collections

Sec accompanying independent auditors’ report.

GOVERNMENT OF GUAM

SOLID WASTE FUNDS

Schedule of Billings and Collections
Years Ended September 30, 2013 and 2012

2013
Host
Community Net of Host
Premium Community
Surcharge Premium
Total Fees Surcharge Fees 2012
S 10.542,908 216,071 % 10,326,837 5 10,665,428
5,985,792 75,148 5,910,644 6,045,842
1,096,340 22,343 1,073,997 348,583
S 17625040 313,562 % 17.311,478 17,059,853
§ 10,211,256 179,429 § 10,031,827 10,551,306
6,079,768 60,381 6.019,387 5,072,841
1,761,349 17426 1,743,923 32,801
298,279 - 298,279 352.865
38,931 - 58,931 57.432
$ 18,409,583 257236 % 18,152 347 16,987,245




GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Schedule of Capital Projects
Year Ended September 30, 2013

Expenditures
for the Year
Ended

Seprember 30,

Cumulative
Expenditfures as

of September 30,

CQutstanding
Encumbrances
as of September

Project Total Contract 2013 2013 30,2013
A. Capnial Projects With Oniginal Contract Date
of September 30, 2013 and prior:
Layon Landfiih
Entrance Area Facilities and Cells |
and 2 Construction s 25375436 % 1,133,093 % 25,168,589 205,847
Access Road and Sewer Systern Consiruction 28.369.411 85,434 JR360.499 8912
Groundwaier Quality Monitoring
Technical Assistance Services 2,372,102 73144 2.262.385
Construction Management Services 6,375,284 1.044.022 6.809.817
Engineering Design Services 10,124,332 11,369 9.545,747
728165365 2.947.064 72,148,237
Ordot Dump:
Closure and Post-Closure Plans Preparaiion 7691828 3043118 6,506 050 783,738
Dump Closure - Land ascquisition 1,198,234 198,230 1,198,230 B
8 R90 038 4.241.348 8,104,320 785,738
Other Capital Projects:
Harmon Residential Transfer Station 2,410,600 378,488 378,488 2031512
Subtotal i 84,116,623 € 7566900 § 80,631,045 3A8557Y
8. Capital Projects With Original Contract Date
afier September 30, 2013
Ordot Dumip:
Drarnp Closure Construction ) 40,336,977 § - 5 - -
Dump Closure Construction Management Services 6,473,931 - - -
Subtotsl $ 47010908 § - % - -
$ 131,127 531 ¢ 7,566,900 § 80,631,045 1485578

See accompanying independent audiors’ report.




GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Schedule of Employees and Other Data
September 30, 2013 and 2012

Full Time Emplovees:

Administrative Support
Residential Collection
Convenience Center/Transfer Stations

Total employee count
Total personnel costs

Contract services

Admimnistrative Support
Sanitation Workers

Total emplovee count

Total personnel costs

See accompanying independent auditors’ report.
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2013 2012
3 4
32 17
2 i5
37 36
1.509.200 $ 1,642,133
12 13
8 9
20 22
863,923 566,728




Deloitte.

361 South Marine Corps Drive
Tamuning, GU 96913-3973
USA

Tel: {B671)56406-3884

Fax: {(671)645-4932

www deloitta.com

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Honorable Eddie Baza Calvo
Governor of Guam:

We have audited, in accordance with the auditing standards generally accepted in the United States of’
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of the Government of
Guam Sohd Waste Operations Fund and of those funds related to the Government of Guam Limited
Obhgation Highway Refunding Bonds, 2001 Series A (the "Funds™) which comprise the balance sheet as
of and for the year ended September 30, 2013, and the related statement of revenues, expenditures and
changes in fund balances for the vear then ended, and the related notes to the financial statements, which
collectively comprise the Funds’ basic financial statements, and have issued our report thereon dated
August 22, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Funds® internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Funds’ internal control. Accordingly,
we do not express an opinion on the effectiveness of the Funds’ internal control.

A deficiency in internal conmol exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
contro] that is less severe than a material weakness, vet important enough to merit attention by those
charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in infernal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Funds® financial statements are free of
material misstatement, we performed tests of its comphiance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed instances of noncomplzancc or other matters that are required to be
reported under Government Auditing Standards and which are described in the accompanying Schedule
of Findings and Responses as item 2013-1.

The Funds® Response to Finding

The Funds’ response to the finding identified in our audit 1s described 1n the accompanying Schedule of
Findings and Responses. The Fliﬁd:s response was not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
comphance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on wmphamc This report is an integral part of an audit performed in

accordance with Governmeni Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

O S

August 22, 2014
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GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Schedule of Findings and Responses
Years Ended September 30, 2013

Finding No. 2013-1 - Procurement

Criteria: A complete record of procurement actions and decisions should be maintained.
The Government of Guam Procurement Regulations specifically provide for the following:

s Chapter 3 Section 3119 (iX2). prmides the following relating to indefinite quantity contracts:
“Generally, an approximate quantity s stated in the ‘solicitation. The contract may provide a
minimumn quantity the territory 1s obligated to order and may also provide for a maximum
quantity that limits the territory’s obligation to order. The rationale for using indefinite quantity
contracts and the reasons why another contract form will not suffice should be indicated.
Indefinite quantity contracts will be reviewed every six months for a determination of the
continued nead for such a contract.”

Condition: During tests of compliance with procurement regulations, the following were noted:

a. One item (ref. #SWMDO002-10) for repairs and maintenance services of heavy equipment and
light vehicles was procured through an invitation for bid and was awarded in October 2010. The
bid and/or the award did not provide a minimum or maximum amount for the services.

b. For one contract awarded in October 2009 related to temporary staffing, the relevant
rationale/considerations supporting decision to obtain temperary staffing as against other
possible options was not documented prior to the procurement of such services.

c. Relevant documentation such as memos or equivalent indicating the history of procurement as
well as rationale of the contractor/vendor selection for one item relating to contract services was
not available.

d. One item (ref. RECEIVER SW-09-05) awarded in December 2009 had an original contract
amount of $857.750. Two amendments for additional tasks were added onto the original contract
bringing the contract total to $2,572,102. Relevant justification or analyses why no further
procurement procedures were necessary for the change orders were not available.

Cause: The cause of the above conditions 1s incomplete documentation to demonstrate full compliance
with applicable procurement requirements.

Effect: The effect of the above condition is the potential negative perceptions associated with
noncompliance with Guam procurement regulations.



GOVERNMENT OF GUAM
SOLIDb WASTE FUNDS

Schedule of Findings and Responses, Continued
Years Ended September 30, 2013

Finding No. 2013-1 — Procurement, Continued

Recommendation:

a. We recommend that for indefinite quantity services, an estimated minimum and maximum
amount for the services be included in the award/purchase order/contract. Further, we
recommend that indefinite quantity contracts be evaluated periodically (1.e. every six months)
and such evaluation be documented.

b. We recommend that contracts spanning over an extended period be reviewed/evaluated
periodically to determine if the services need to be subjected to additional procurement
procedures. Further, we recommend that such review or evaluation be documented.

¢. We recommend that relevant considerations/rationale supporting procurement decisions be
documented and such documentation be maintained in the procurement files.

Prior Year Status: Noncompliance with applicable procurement rules and regulations was reported as a
finding in the audit of the Government of Guam Sohd Waste Operations Fund for 2012 and 201 1.

Auditee Response and Corrective Action Plan:

As stated in prior audits, we concur that estimated minimum and maximums can be included in such
procurements. However, such estunates should not be binding contractual provisions since these services
are critical to the daily work of the Guam Solid Waste Authority (GSWA) and the need for the services
is not always predictable.

With respect to the procurements for temporary personnel and technical services (1.e. Pacific Human
Resource Services and EA Engineering, Science & Technology) these contracts were entered by the
Receiver under the authority granted to the Receiver i the Court’s Order dated March 17, 2008, These
contracts have been vital to the work of the Receivership, were required to remam in effect in order to
expedite the work of the Receivership. The Court authorized the Receiver to depart from adherence to
Guam’s procurement laws and regulations when, in the judgment of the Receiver, expeditious
compliance with the Consent Decree required it.
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GOVERNMENT OF GUAM
SOLID WASTE FUNDS

Unresolved Prior Year Findings
Year Ended September 30, 2013

Unresolved Prier Year Findings

As of September 30, 2013, the status of all audit findings included in the Schedule of Findings and
Responses as of September 30, 2012 is as follows:

Finding No. 2011-1 — Not corrected. See corrective action plan to Finding No. 2013-1.

Finding No. 2012-1 — Not corrected. See corrective action plan to Finding No. 2013-1.
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August 22, 2014

Honorable Eddie Baza Calvo
Governor of Guam

Dear Governor Calvo:

We have performed an audit of the financial statements of the Government of Guam Solid Waste
Operations Fund and of those funds related to the Government of Guam Limited Obligation {Section 30}
Bonds, 2009 Series A (the "Funds™) as of and for the year ended September 30, 2013, in accordance with
auditing standards generally accepted in the United States of America (“generally accepted auditing
standards”™) and have issued our report thereon date August 22, 2014,

We have prepared the following comments to assist you in fulfilling your obligation to oversee the
financial reporting and disclosure process for which management of the Funds” is responsible.

OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS

Our responsibility under generally accepted auditing standards and standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States, have been described in our engagement letter dated September 12, 2013, As described in that
letter, the objective of a {inancial statement audit conducted i accordance with the aforementioned
standards 1s:

. To express an opinion on the fairness of the Funds' basic financial statements and the
accompanying supplementary information, and to disclaim an opinion on the required
supplementary information for the year ended September 30, 2013 in conformity with accounting
principles generally accepted in the United States of America ("generally accepted accounting
principles”™), in all material respects:

. To express an opinton on whether the supplementary information that accompanties the basic
financial statements is presented fairly, in all material respects, in relation to the basic financial
statements taken as a whole; and

. To report on the Funds’ internal control over financial reporting and on their compliance with
certamn provisions of laws, regulations, contracts, and grant agreements and other matters for the
vear ended September 30, 2013 based on an audit of financial statements performed in
accordance with the standards applicable to financial audits contained in Government Auditing
Standards.

Our responsibilities under generally accepted auditing standards include forming and expressing an
opinion about whether the financial statements that have been prepared with the oversight of
management and the Office of the Governor are presented fairly, in all material respects, in conformity
with generally accepted accounting principles. The audit of the financial statements does not relieve
management or the Office of the Governor of their responsibilities.



OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS, CONTINUED

We considered the Funds® internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Funds® internal control over financial reporting. Accordingly, we do not express
an opinion on the effectiveness of the Funds’ internal control over financial reporting. Our consideration
of internal control over financial reporting would not necessarily identify all deficiencies in infernal
control over financial reporting that might be significant deficiencies or material weaknesses.

ACCOUNTING ESTIMATES

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge and
experience about past and current events and on assumptions about future events. No significant
accounting estimates are reflected in the Funds® 2013 financial statements.

UNCORRECTED MISSTATEMENTS

Our audit of the financial statements was designed to obtain reasonable, rather than absolute, assurance
about whether the financial statements are free of material misstatement, whether caused by error or
fraud. We have attached to this letter, as Appendix A to Attachment I, a summary of uncorrected
misstatements aggregated by us during the current engagement and pertaining to the latest period
presented that were determined by management to be immaterial, both individually and in the aggregate,
to the financial statements taken as a whole.

MATERIAL CORRECTED MISSTATEMENTS

Material misstatements were brought to the attention of management as a result of our audit procedures
and were corrected by management during the current period. These corrected misstatements are listed
in Attachment II and are reflected in the 2013 financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The Funds® significant accounting policies are set forth in Note 1 to the Funds’ 2013 financial
statemnents. During the vear ended September 30, 2013, there were no significant changes i previously
adopted accounting policies or their application.

DISAGREEMENTS WITH MANAGEMENT

We have not had any disagreements with management related to matters that are material fo the Funds’
2013 financial statements.

OUR VIEWS ABOUT SIGNIFICANT MATTERS THAT WERE THE SUBJECT OF
CONSULTATION WITH OTHER ACCOUNTANTS

We are not aware of any consultations that management may have had with other accountants about
auditing and accounting matters during 2013,

SIGNIFICANT ISSUES DISCUSSED, OR SUBJECT OF CORRESPONDENCE, WITH
MANAGEMENT PRIOR TO OUR RETENTION

Throughout the year, routine discussions regarding the application of accounting principles or auditing
standards were held with management in connection with transactions that have occurred, transactions
that are contemplated, or reassessment of current circumstances. In our judgment, such discussions were
not held in connection with our retention as auditors.



OTHER SIGNIFICANT FINDINGS OR ISSUES ARISING FROM THE AUDIT DISCUSSED,
OR SUBJECT OF CORRESPONDENCE, WITH MANAGEMENT

Throughout the vear, routine discussions were held, or were the subject of correspondence, with
management. In our judgment, such discussions or correspondence did not involve significant findings
OF 1Ssues requiring communication to the Office of the Governor.

SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

In our judgment, we received the full cooperation of the Funds' management and staff and had
unrestricted access to the Funds® senior management in the performance of our audit.

MANAGEMENT’S REPRESENTATIONS

We have made specific inquiries of the Funds™ management about the representations embodied in the
financial statements. Additionally, we have requested that management provide to us the written
representations the Funds are required to provide to its independent auditors under generally accepted
auditing standards. We have attached to this letter, as Attachment [, a copy of the representation letter
we obtained from management.

CONTROL-RELATED MATTERS

We have 1ssued a separate report to you, dated August 22, 2014, on the Funds’ internal control over
financial reporting and on its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters, which was based upon the audit performed in accordance with
Government Auditing Standards,

We have identified and included in Attachment 11, certain deficiencies related to the Funds’ internal
control over financial reporting that we identified during our audit.

This report 1s intended solely for the information and use of management, the Office of the Governor and
the Office of Public Accountability of Guam and is not intended to be and should not be used by anyone
other than these specified parties.

Very truly yours,

AUy



ATTACHMENT |

Government of Guam:
(Gubstnomention Giahan)
Department of Administration
{Lvpattamenion Almenaslration}

v (Ufisinén Direktol) - o e
: _ _ iaah _ - i
| ;::% Zt:ﬁg - - Post Office Box 33&_&_Haga§'§:§, _szarg 98932 e b:i;;%t mm
© August22,2014
Deloitte & T{;gche' LL?_ -
361 SoutH MARINE CORPS DRIVE
TAMUNING GU, 96913

We are providing this letter in connection with your sudits of the balance sheets of the
Government of . Guam Solid Waste Operations. Fund and of those funds related 1o the
Government of Guam Limited Obligation {Section 30) Bonids, 2009 Series A (the “Funds™),

©as of September 30, 2013 and 2012, and the related siafements of revenues, expenditures,
and chanpes in fund balances for the vears ended September 30, 2013 and 2012, which
collectively comprise the Yunds’ basic financial statements for the purpose of expressing an

. opinion as to whether the basic financial statements present Tairly, in all material respects,
the financial position, results of operations or changes m fund balances, and cash flows of
the Funds” in conformity with accounting principles generally accepted in the United States
of America (GAAP). i : o _ S

We confirm that we afe'fespbnsihlg'fc; ﬂze_féﬁgwing:_ |

2. The fair presentation in the basic financial statements of financial position of the
balance sheets and the related statements of revenues, expenditures, and changes in
fund balances, in conformity with GAAP. o .

b, Eﬁe fair pfasgmtatién of the addit_i_en_ai_ inforxﬁaﬁen _accc;_mpaﬁj’ing the basic financial
statements that is presented for the purpose of additional analysis of the basic financial
statements. . e TS SRR RAEEE SN

G _'I’hé dcjsigifi :.and'inijﬁisméntatign_ef yf@gran;s_aﬁd gen&ai_s to prevent and detect fraud.
'd. - Establishing and maintaiﬁing fe;ﬁ:”e_sﬁ%{e é_s_ziérﬁai;céﬁi;ei over financial reporting.

-e. The review and approval of the financial stateinents and related notes and acknowledge
your role in the preparation of this information. Specifically, we acknowledge that vour
tole in the preparation of the financial statements was a matter of convenience rather
than one of necessity, We have reviewed the financial statement preparation assistance
provided by you and acknowledge that the financial statemenis afe prepared in
accordance with GAAP. Our review was based on the use of the American Institute of
Certified Public Accountants disclosure checklist for State and Local Governments,



ATTACHMENT i, CONTINUED
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ATTACHMENT |, CONTINUED
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ATTACHMENT 1, CONTINUED

23. Regarding supplementary infonnatioa:'

a. We are responsible for the fair presentation of the suppiémentazy information in
accordance with GASB Codification Section 2200, Comprehensive Annual
Financial Report. BEE

b. ”%?sfe :&Xig’ve the supplementary information, including its form and content, is fairly
presented. i actordanice with GASB Codification Section 2200, Comprehensive
Anmual Financial Repert.

e, 'fi"ie methods of measurement and presentation of the supplementary information
‘have not changed from those used in the prior period.

24. Management has disclosed whether, subsequent to September 30, 2013, any changes in
internal control . or ‘other factors that might significantly. affect intemal control,
including .any corrective action taken by management with regard to significant
deficiencies and material weaknesses have occurred. o -

25. With regard to the fair value measurements and disclosures of certain assets, liabilities,
and specific components of equity, such as investments, we believe that:

a. The measurement methods, including the related assumptions, used in determining
fair value were appropriate and were consistently applied.

b, 'Ihe ;}xz’iﬁplcteﬁéss' and aéa'qﬁé‘cyféf the '&iéé:iésmes 'reia_'tée_id to the fair values are in
-conformity with accounting principles generally accepted in'the United States of

¢, No events have occurred subsequent to September 30, 2013 and before August 22,
2014, that requires adjustment to the fair valué measurements and disclosures

< included in the financial statements.. R
26. Maﬁégéméﬁi_ﬁ)f ‘the Funds® - believe -i??ai it i_s in _éémpiiaiiéa with aﬁ: s.i'g;?ﬁﬁcahi
limitations and restrictions of the Governmeni of Guam Limited :Obligations (Section

30) Bonds, 2009 Series A bond covennts as of September 30, 2013.

27, We have appropriately identified and properly recorded and disclosed in the financial
- statements, where applicable, all interfund transactions, including repayment terms.

8. Receivables reéérdéd ':i{x; i&e fmancza% statcments représéni _;v;aiid claims agamsi debtcrs

- for sales or other charges arising on or before the balance-sheet date and have been .
appropriately reduced to their estimated net realizable value. ~

igemm,%?éangiﬁm}} Kﬁm mg%
Director ' - Finencial ManagesV' -
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ATTACHMENT 111

SECTION I - DEFICIENCIES

We identified, the following deficiencies involving the Solid Waste Funds’ internal control over
financial reporting for the year ended September 30, 2013 that we wish to bring to your attention at this
time:

1. Allowance for Doubtful Accounts

A formal policy for the recognition of the allowance for doubtful accounts is not currently in place.

We recommend that a formal policy relative to the recognition of an allowance for doubtful accounts
be established.

b

Encumbrances
During tests of encumbrances, the following were noted:

a. Of ten encumbrances aggregating $13.607.494 tested under Fund 416, six items did not agree 1o
audit expectations by $1,393.643 either due to expired or invalid items. An audit reclassification
was proposed to decrease the reserve.

b. Encumbrances aggregating $4.018.837 under Fund 254 as of September 30, 2013 were
overstated by $2,141,437 cither due to expired or invalid items. An audit reclassification was
proposed to correct the reserve,

¢. Encumbrances associated with two contracts were understated by $13,307.276.  An audit
reclassification was proposed to correct the reserve.

Contract# Particulars Understatement
C110601722 Waste hauling services $ 4,510,506
C110601741 Landfill operations 8,796.770

$ 13.307.276

We reconumend that encumbrances be approved and reviewed for ongoing pertinence. Further, we
recommend that reserves be recorded based on contract amounts.

SECTION 11 - DEFINITIONS

Because of the inherent limitations of internal control over financial reporting, including the possibility
of collusion or improper management override of controls, material misstatements due 1o error or fraud
may not be prevented or detected on a timely basis. Also, projections of any evaluation of the
effectiveness of the internal control over financial reporting to future periods are subject to the risk that
the controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies of procedures may deteriorate.

The definition of a deficiency is as follows:

A deficiency in internal control over financial reporting exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct misstatements on a timely basis. A deficiency in design exists when (a)
a control necessary 10 meet the control objective is missing or (b) an existing control is not properly
designed so that, even if the control operates as designed, the control objective would not be met. A
deficiency in operation exists when (a) a properly designed control does not operate as designed, or (b)
the person performing the control does not possess the necessary authority or competence to perform the
contro] effectively.
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