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

 
Guam Solid Waste Authority 

 
 
This Special Report will respond to the letter from the Board of Directors of the Guam Solid Waste 
Authority (GSWA) to the District Court, dated February 20, 2014.  This Special Report is filed pursuant to 
the Order of the District Court dated March 3, 2014.  
 
Much of the concern expressed in the Board’s letter to the Court is related to the desire of the Board to 
move forward immediately with the hiring of a General Manager for GSWA to replace the Receiver in 
managing the day to day operations of GSWA.  There are several reasons the Court should not agree to 
this request which will be addressed later in this Report.  However, the Receiver believes that the 
Board’s sense of urgency for its request, based on information received from the Guam Legislature, is 
the new Agreement between the Government of Guam and Guam Resource Recovery Partners (GRRP).   
The GSWA Board is, knowingly or unknowingly, advancing the interests of the new Agreement with 
GRRP. 
 
For some time, the Receiver has observed that the Board’s actions were being coordinated by the Office 
of the Governor, principally through Mr. Arthur Clark, Policy Director for the Governor and who prior to 
assuming his current role in the Governor’s Office, was legal counsel to GRRP.  The Receiver has 
observed that Mr. Clark works closely with Sandra Miller, Legal Counsel to the Governor on matters 
relating to GSWA.  The Board holds its meetings at the Governor’s complex and either Mr. Clark or Ms. 
Miller or both often attend.   
 
Mr. Henry Taitano is the Administrator of the Guam Economic Development Authority (GEDA) who is 
advancing the new Agreement with GRRP, and is the spouse of GSWA Board Member Alexandra L.G. 
Taitano.  Legal counsel to GEDA is Calvo Fisher & Jacob, LLP, Mr. Clark’s former law firm.  GRRP is 
currently represented in this matter by the Law Office of Arriola, Cowan & Arriola, although the website 
of Calvo Fisher & Jacob, LLP continue to show GRRP as one of its “Representative Clients”. 
 
GRRP filed a lawsuit against the Guam Economic Development Authority (GEDA) for claims related to 
the original contracts between the Government and GRRP which had been the subject of years of 
litigation between the Government of Guam and GRRP.  The Office of the Attorney General aggressively 
defended GEDA against GRRP’s claims and sought to have them dismissed.  The Office of the Governor 
apparently disagreed with the Attorney General’s handling of the matter and replaced the Attorney 
General with Ms. Miller (see Attachment A).   
 
Ms. Miller replaced the Attorney General in this case on the same day the Judge in the Superior Court of 
Guam ordered the case be submitted to mediation.  The mediation in this case resulted in the 
“settlement agreement” that is the new Agreement with GRRP, and which will result in a large increase 
in the cost for the disposal of solid waste on Guam if it is implemented.   
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The new Agreement with GRRP (see Attachment B1) explicitly makes the General Manager of GSWA the 
Government’s representative in administration of the GRRP Agreement2.  While it is possible that the 
GSWA Board is unaware of the new Agreement with GRRP, it is clear that the Receiver, acting in its 
fiduciary role on behalf of GSWA, is a barrier to the Agreement’s implementation.  Accordingly, if the 
Board is successful in replacing the Receiver with a General Manager of its choosing, it will have 
facilitated implementation of the new Agreement with GRRP.    
 
The New Agreement with GRRP 

The new Agreement with GRRP was officially submitted to the Guam Legislature on February 19, 2014 
by Henry Taitano3, in his capacity as Administrator of GEDA.  According to Mr. Taitano’s letter, the 
Agreement is subject to the approval of the Guam Legislature.  In a recent comment to the media, Mr. 
Taitano stated that neither he nor the Governor could “support the contract”.  The report of the 
Mediator appointed by the Superior Court of Guam, however, suggests otherwise when he states that 
the parties have reached an “entire agreement.”  The Mediator’s report goes on to note that “Their 
agreement is subject to certain conditions which the parties are proceeding diligently to fulfill.” (see 
Attachment C) 
 
Since much of the Board’s letter to the Court is based on its concern that the revenues of GSWA are not 
sufficient to cover all of the cost the Board believes should be covered by GSWA revenue, we assume 
that the Board is probably not aware of the implications of the new Agreement.  Specifically, the new 
Agreement with GRRP will significantly increase the cost of disposal of solid waste on Guam.  In addition, 
and importantly, it will impair the ability of GSWA and the Government of Guam to assure compliance 
with the Consent Decree, a concern we will more fully address later in this report. 
 
There are many complex provisions in the Agreement with GRRP.  Without representing this as an 
exhaustive list of its provisions, the major provisions are as follows: 

1. GRRP would receive at least $125 million4 in bond money from bonds authorized by the 
Government of Guam to build a waste to energy plant (see Construction Cost, page 9 of the 
Agreement).   

                                                           
1
 The Agreement obtained by the Receiver does not include several schedules referenced in the Agreement.  An 

earlier draft of this Agreement, dated 12-13-13, was released to the media well after, what is apparently the 
“official” version was sent to the Legislature.  We have not attempted to analyze the differences between the 
earlier draft given to the media and the Agreement officially transmitted to Senator Ada. The official version 
transmitted to Senator Ada is the basis of our analysis. 

2
 See Section 8.17 (a) of the Solid Waste Construction and Service Agreement between Guam Resource Recovery 

Partners and Government of Guam.   

3
 The Receiver was provided with a copy of the correspondence from Mr. Taitano along with the Agreement by the 

Chairman of the Legislature’s Committee on Appropriations, Public Debt, Legal Affairs, Retirement, Public Parks, 

Recreation, Historic Preservation and Land.  The Chairman in providing these documents sought the Receiver’s 

opinion and thoughts on the matter before the Legislature. 

4
 The Agreement defines construction cost as $51,619,091 as of the Base Date, defined as December 31, 1995 

calculated as set forth in Schedule 9 and 10, subject to adjustment as set forth in section 5.05(b), Section 6.02, 

Section 7.06, Section 7.07 and 7.08; or cost plus fifteen percent.  Adjusting the 1995 cost by the adjustment 
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2. GRRP would receive an additional fee for the construction of the facility of at least $18,750,0005; 
3. Wheelabrator would operate the plant unless GRRP replaces them6; 
4. In addition to the above amounts, GRRP will receive  a Development Fee of $1.8 million, Phase I 

Development Fee of $2.7 million and Phase II Development Fee of $2.4 million7; 
5. GRRP would receive an Administration fee of $365,0008 annually, indexed to Guam inflation; 
6. The Government of Guam would provide the site for the facility without charge to GRRP; 
7. The Government of Guam would be responsible for all infrastructure and utilities to the site at 

no cost to GRRP.  The cost of this infrastructure would be significant as was the case with the 
Layon Landfill.  In addition, the interconnection to the electrical grid would likely cost several 
million dollars based on the experience of other facilities.  We have assumed $28.4 million for 
these costs based on the cost for the access road and utilities for the Layon Landfill; 

8. The facility would be built with Government issued bonds, the bonds paid for with revenue from 
the Government of Guam on land provided by the Government, but GRRP will own the plant 
and be allowed to mortgage it; 

9. All debt service, operating and maintenance cost plus all other cost pass through to the 
Government of Guam; 

                                                                                                                                                                                           
indexes included in the contract boosts the amount to approximately $86.8 million.  However, Wheelabrator, the 

named contractor in the GRRP Agreement, proposed a Waste to Energy Plant in Hawaii in 2008.  The proposed 

plant was intended to handle waste of about 300 tons per day, a waste stream comparable to Guam’s waste 

stream and the same size plant as is contemplated in the new Agreement with GRRP.  The 2008 cost for the plant 

was $125 million (see Attachment D); accordingly we can reasonably assume construction cost of at least $125 

million.  These funds would be available to GRRP under the cost plus price option included in the Agreement.  In 

addition, a 5% contingency is required by the Agreement ($6.250 million based on a construction cost of $125 

million) and the cost of the site, access road, utilities for the plant and interconnection to the electrical grid would 

be included.  While the cost under the new Agreement with GRRP is likely to be more due to expensive electrical 

infrastructure not required at the Layon Landfill, for the purpose of this analysis we have used $28.4 million based 

on the access road and cost of utilities for the Layon Landfill.   

5
 Under the cost plus provision of the Agreement, GRRP would be entitled to a 15 percent fee on the cost of the 

construction.  This amounts to $18,750,000 on construction cost of $125 million.  The fee is worth at least this 

much since if the construction costs go higher, the fee increases with it.  This is a powerful incentive to escalate 

construction cost.  

6
 The letter from Mr. Taitano as well as the press coverage on this issue to date, emphasize the role Chevron will 

play under the new Agreement.  Under the Agreement, however, Wheelabrator, not Chevron, is the Contractor 

and Operator of the facility.  GRRP has the right, under the Agreement, to replace Wheelabrator with “any 

Permitted Successor”.  

7
 These fees are stated in the Agreement in the amounts of $1 million, $1.5 million and $1.3 million respectively 

escalated using the Guam Escalation Adjustment from December 31, 1995 resulting in the amounts shown above. 

8
  This fee is stated in the Agreement as a $200,000 annual fee escalated using the Guam Escalation Adjustment 

from December 31, 1995 resulting in the amounts shown above.  This fee is subject to continued escalation 

throughout the life of the Agreement. 

Case 1:02-cv-00022   Document 1324   Filed 03/24/14   Page 4 of 14



Gershman, Brickner & Bratton, Inc. Page 5 of 14   March 24, 2014 

 

 

10. In addition, GRRP will be paid an amount sufficient to repay its equity contribution (if any) plus a 
22% after tax profit on any equity provided by GRRP; 

11. GRRP would be in charge of the scale house at the waste to energy facility, a conflict of interest 
since the scale house determines how much GRRP will be paid; 

12. GRRP will have a government enforced monopoly for disposal of all waste on Guam; 
13. GRRP receives an option to purchase the Layon Landfill at cost, which would complete its 

monopoly of all solid waste disposal facilities on Guam.  It is not clear how this acquisition  
would be financed by GRRP, but it will undoubtedly pass back to the Government of Guam 
through disposal charges; and  

14. Should the Government of Guam decide to build a Materials Recovery Facility adjacent to the 
waste to energy facility, it will be designed, built and operated by GRRP with all cost passed 
through to the Government of Guam. 

 

 

Using FY 2012 data, the following table approximates how the finances of Guam’s Solid Waste System 

would change under the proposed agreement.  At the bottom line, cost will increase dramatically, 

revenue will increase as well but not nearly enough to offset the increased cost and virtually all of the 

risk (and the risk is significant)  will be on the Government of Guam9.   

                                                           
9
 While there are performance guarantees and financial guarantees referenced in the Agreement, these 

guarantees are essentially useless due to other provisions of the Agreement including: an expansive uncontrollable 

circumstance provision and provisions which allow GRRP to reject waste when they already have 750 tons stored 

at the facility (a little more than 2 days of deliveries) or when any vehicle bringing waste to the facility “may leak or 

spill or allow waste to be blown or scattered.”  Under these provisions GRRP can reject any waste when the plant is 

inoperable for more than 2 days or is operating inefficiently causing it to be unable to process waste efficiently and 

thus building up a stock of two days of waste.  Since virtually all waste vehicles leak (this is especially true for Guam 

given its wet climate during much of the year) GRRP will be able to find a basis to reject any waste brought to the 

facility.  Waste that is not accepted by the facility will be sent to the landfill at the Government’s expense.  The 

Government remains responsible for all operating, maintenance, debt service and virtually all other expenses even 

if the plant is not operating. 
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The assumptions used in the analysis shown above are reasonable and assume an efficient waste to 
energy operation, a result that is by no means guaranteed.  These include: 

1. The plant is constructed and operates at 80 percent efficiency; 
2. The plant produces the amount of electricity it has “guaranteed” in the Agreement and the 

Guam Power Authority purchases all of the electricity produced at about 20.25 cents per 
kilowatt hour (kWh), more than three times the rate suggested by the Waste-to-Energy 
Research and Technology Council (WTERT), recognizing that the price of electricity on Guam is 
about three times higher per kWh than on the mainland10; 

                                                           
10

 The Waste-to-Energy Research and Technology Council (WTERT) says that a Waste-To-Energy plant processing 

typical Municipal Solid Waste (MSW) will generate a net of 500-600 kWh per ton for use by the local utility. At the 

price of six cents per kWh, the revenues per ton of MSW would be $30-36.  For the purposes of assessing the 

impact of the GRRP Agreement, it is assumed that the value the Guam Power Authority (GPA) of the electricity 

produced by the GRRP Facility is 75% the average retail price per kWh sold by Guam in January 2012.  This was 27 

cents according to the U.S Energy Information Administration.  For this agreement to break even under the most 

favorable of other factors, the Guam Power Authority would have to pay more than seven times per kWh 

recommended by WTERT for mainland facilities. 
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3. Debt service on the bonds sold to finance the construction would be comparable to the debt 
service on the 2009 bonds sold to comply with the Consent Decree11 and that, as with the 2009 
bonds, total debt required to produce the necessary construction funds, construction fee, 
contingency, development related fees and infrastructure cost will be about $234 million12 since 
the bonds will also have to cover reserves and debt service during the period of construction; 

4. The Hauler-only Transfer Station would no longer be needed therefore that cost is eliminated; 
5. Cost to operate the Layon Landfill would be dramatically reduced by 75%, with it being used 

only for waste not disposed at the waste to energy plant and ash from the waste to energy 
plant; 

6. The operational cost of the Receivership would be eliminated but replaced by the cost of hiring 
the General Manager, Chief Financial Officer and making the other contract employees 
permanent; 

7. The cost of residential collection and customer service activities will not change; 
8. The cost of maintaining the residential transfer stations and the soon to be opened Household 

Hazardous Waste Facility will not change; 
9. Debt service on the 2009 Bonds will not change and must be paid; and 
10. Construction of a Materials Recovery Facility (MRF) and the purchase of the Layon Landfill by 

GRRP are not mandatory and thus not included in the analysis.  If these options are ultimately 
effectuated, the financial results for the Government of Guam would likely be much worse.  

The result is a major increase in expenditures for solid waste management on Guam.  Figure 1 illustrates 
the large annual increase in expenses that will likely occur under such an agreement: 

Figure 1. 

 
                                                           
11

 It is unlikely that the bonds sold to finance the GRRP would be sold on terms as favorable as the 2009 Consent 

Decree Bonds unless the Government is willing to provide a comparable Section 30 Revenue guarantee. 

12
The total debt is estimated at $234 million as follows:  construction of waste to energy plant - $125.0 million; 

required contingency - $6.2 million; GRRP’s fee on construction - $18.8 million; GRRP’s development fees and cost 

- $6.9 million; infrastructure $28.4 million; and reserves to cover cost of the bonds, debt service reserve and 

capitalized interest - $48.7 million. 
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The GRRP Agreement also brings with it the potential for additional revenue from the sale of electricity 
produced by a waste to energy plant.  Under the proposed contract, control of the amount of energy 
produced rests with GRRP while all of the financial risk is with the Government of Guam.  Even with the 
generous assumptions included in our analysis, the revenue is not nearly enough to cover the increased 
cost resulting in a much larger financial gap that will either have to be paid by the General Fund of the 
Government or GSWA rate payers.  Figure 2 shows the dramatic increase in the shortfall between the 
revenues generated and the expenses under the GRRP Agreement if it is fully covered by the General 
Fund of the Government of Guam. 

Figure 2 

 

The alternative to the above scenario is a dramatic rate increase for GSWA customers.  Figures 3 and 4 
illustrate the effect on rates if all costs are fully covered by the ratepayers under the GRRP Agreement13. 

                                      Figure 3                       Figure 4 

 

                                                           
13

 Current rates would have to be increased to $45 monthly for residential and $225 per ton for commercial to 

recover all the debt service originally contemplated by the Government of Guam to be recovered from rate payers. 
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We understand that it is not the role of the Court to stop the Government of Guam from making 
decisions that unnecessarily increase the cost of solid waste services.  It is, however, the role of the 
Receiver, while GSWA is in Receivership and we have a fiduciary responsibility for GSWA, to evaluate 
such agreements, report their effect on GSWA and determine if it would violate our fiduciary duty.   The 
new Agreement with GRRP would, in our opinion, be a violation of our fiduciary duty. 
 
In his letter to Senator Ada, Henry Taitano the Administrator of GEDA, makes the claim that the GRRP 
deal will enable the Government of Guam to avoid “hundreds of millions of dollars in costs necessary to 
build additional cells at the Layon”.  The exact opposite is in fact true.  Even when the cost of new cells is 
included, the GRRP contract will increase cost by hundreds of millions over its life in comparison to the 
cost of continuing to use the Layon Landfill without the GRRP Agreement.  Figure 5 illustrates the 
difference in the cost of the system with and without the addition of GRRP. 

Figure 5 

 

The cost of the current system without GRRP includes the cost of building a new cell at the Layon 
Landfill every ten years and both scenarios include inflation on operating cost estimated at 2.5 percent 
per year.  The increase in cost directly related to the GRRP Agreement is conservatively estimated at 
almost $500,000,000 over the 20 year life of the GRRP Agreement.   

The Board’s Letter to the Court 

With respect to the specific issues raised in the Board’s letter to the Court, we will first address the 
financial issues.  While the Board’s letter, either knowingly or unknowingly, supports the new GRRP 
Agreement that, absent a very large rate increase, would dramatically increase GSWA’s dependence on 
GovGuam’s General Fund; their letter actually advances the contrary view  to the Court that GSWA, as 
an autonomous agency, “should operate financially independent of the General Fund.”  The letter goes 
on to state that “the Receiver never intended for GSWA to be able to depend on revenue from 
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operations to cover expenses, but instead it would always be subsidized with millions of dollars each 
year from GovGuam.”  This is a total mischaracterization of the position of the Receiver.   
As we have said on many occasions to the Court and the Government, it is the responsibility of the 
Receiver to manage GSWA to assure that there are sufficient resources available to efficiently provide 
the services for which GSWA is responsible and to implement the Consent Decree.  After these 
objectives are achieved, it is not the role of the Receiver to make policy for the Government of Guam on 
the ultimate mix of revenue from user fees or taxes that finance solid waste services.  This is the role of 
the elected policy makers in Guam, namely the Governor and Legislature.  The Receiver has taken no 
position on this but has properly deferred to elected leaders and expressed a willingness to implement 
their decisions.     

The Board further mischaracterizes the Receiver’s position when it says “the Receiver has proposed a 
rate increase of 50% of both residential and commercial rates.”  The Board also tells the Court that the 
“the Receiver warns that a 50% increase in rates will only cover 75% of expenses”.  Neither of these 
statements is correct.   

The Receiver has not “proposed” any rate increase.  The Receiver has instead deferred to elected 
officials as described above and in the Receiver’s Report to this Court dated July 18, 2012. At the Hearing 
on July 18, 2012 and subsequently with Guam’s elected officials, the Receiver outlined the rate increase 
that would be required if the Government of Guam decided it wanted to be reimbursed for all of the 
debt service that the 2009 Bonds contemplated would be paid through solid waste rates.  Since the 
resources available to the Receiver from the current rates are adequate for the needs of the 
Receivership, any further rate increase to recover the debt service paid from Section 30 Revenues is an 
internal matter to be decided by the Government of Guam.  We have calculated the rate increase 
required to fully reimburse the Government for the debt service on the Layon Landfill and related 
expenses and expressed a willingness to implement it, if the rate increase is enacted by Guam’s policy 
makers.  The required increase in rates to fully reimburse the Government for this debt service is a 50% 
rate increase for residential customers, to be implemented over three years, and a rate increase for 
commercial rates of between 30% and 44% depending upon whether the commercial hauler is earning 
the discount available to these haulers.  All of the rate calculations have been shared with the Board and 
at each meeting we have invited questions and discussion concerning these and other financial issues.   

The Board’s letter to the Court also states that “the Receiver warns that a 50% rate increase will only 
cover 75% of expenses.”  This is not correct.  We have stated (not warned) that the rates we have 
calculated and submitted to Guam Officials for their consideration would cover all of GSWA’s expenses 
and 75.92 percent of the debt service on the 2009 Bonds.  This is the maximum amount of the total debt 
service that is subject to reimbursement from GSWA rates under the bond indenture adopted by the 
Government of Guam.  This amount was not set by the Receiver or the Court.  While we did recommend 
that GSWA rate payers not be charged for the debt service on the bonds to pay for closing the Ordot 
Dump, believing that tax revenue and not current rate payers should pay that cost, the decision to pay 
for the closure of the Ordot Dump from tax revenue was made by the Guam Legislature and the 
Governor of Guam when they adopted the Bond Indenture that governs the 2009 Bonds.  This has been 
discussed many times with GSWA Board members yet their letter to the Court makes no mention of 
these discussions and says that it has inquired of the Receiver and has found no answer.  This is simply 
not correct.  The question has been answered on multiple occasions at Board meetings and in email 
exchanges with Board members.  The Board misinforms the Court when it says it inquired of the 
Receiver and found no answer.  Instead, the Board apparently disagrees with the 2009 decision in this 
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matter.  The Board’s disagreement, however, is not with the Receiver but with the Guam Legislature and 
Governor (i.e. Governor Camacho) who made the decision.  

The Board also states that it has inquired of the Receiver as follows:  “how does a 50% increase on 
16MM not cover $23.5MM in expenses {$16MM X 1.5 = $24MM}; and are there additional future 
expenses that will leave GSWA short even with a 50% increase in rates?”.  The Receiver recalls no such 
inquiries and the minutes of the Board meetings do not include them.   However, the answers to these 
questions are not hard to find in the past reports of the Receiver.  In our report dated July 18, 2012 we 
provide a detailed projection of revenues showing that if the rate increases were implemented by the 
Government it would produce almost $25 million annually by 2015.  This rate calculation also includes 
detailed breakdowns of all expected expenses.  While these documents have been called to the Board’s 
attention by the Receiver (see Attachment E), and the Court in its Order of July 1, 2013 specifically asked 
all Board members to review the previous reports of the Receiver, it does not appear that the 
documents have been reviewed by the Board given their apparent lack of understanding in this area.  
The Receiver is more than willing to answer any questions the Board has about these documents and 
has made this offer repeatedly to the Board. 
 
With respect to the matter of procuring legal services to assist the Board, the Court is very familiar with 
the background and reasons this has been delayed.  The Receiver takes compliance with the Orders of 
this Court very seriously.  Regardless of what others may believe Guam Law to require in the matter, the 
Court, in its Order dated July 1, 2013 ordered the Receiver and the Office of the Attorney General to 
“jointly assist” the Board in this matter.  Contrary to the assertion in the Board’s letter to the Court, the 
Board did not approve the RFP for legal services at its July 2013 Board meeting.  The Board’s minutes are 
available on the GSWA website at:  http://www.guamsolidwasteauthority.com/bod.html.  These 
minutes show that the Board considered the matter at its July meeting and asked Board Member Elyze 
Iriarte to consolidate the comments of all Board Members.  The August 2013 minutes indicate that the 
matter was still under review by the Board.  At its meeting on September 26, 2013 the Board approved 
the RFP and draft contract for submission to the Attorney General for review.  On October 12, 2013 the 
Receiver transmitted the documents to Pat Mason for review by the Office of the Attorney General.   
 
As we have already reported to the Court, this matter was pending with the Attorney General when the 
Court issued its order dated October 29, 2013 fully substituting the Attorney General with the Cabot 
Mantanona law firm.  The Receiver’s Special Report dated January 28, 2013 provided the Court with a 
description of our efforts to address this matter subsequent to its October 29, 2013 Order, so we will 
not repeat a description of our efforts here.  The Board has been kept fully informed. 
 
At its most recent meeting, held on February 20, 2013, the Board voted to issue the RFP without further 
involvement by the Receiver or counsel for the Government of Guam.  The Receiver cautioned the 
Board that such an action would exceed their authority, but the Board members present14 voted 
unanimously to issue the RFP.  We are not aware of any steps that have been taken since the meeting to 
implement the Board’s vote.  The Board also voted at this meeting to hire a staff member to work for 

                                                           
14

 Elyze Iriarte and Alexandra L.G. Taitano were not in attendance at this meeting.  All other board members were 

present. 
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the Board.  The Receiver again cautioned the Board15 that such a step would be inconsistent with the 
guidance provided by the Court in this matter and that the Receiver would only provide funding for 
expenditures that were consistent with the guidance provided by the District Court.  Again, we are not 
aware of any steps that have been taken since the meeting to implement the Board’s vote to hire a staff 
member.   
 
In the Board’s letter to the Court the Board also expresses concern that the work on the transition of 
temporary and contract staff should have begun in April 2013 and that it was only upon the Board’s 
request that the Receiver agreed in January 2014 to begin the process.  This is not correct.  At the June 
19, 2013 meeting of the Board a memo outlining the activities that would occur during the transition 
timeline was presented by the Receiver to the Board.  The memo is attached (see Attachment F) for the 
Court’s information.  The minutes of the Board meeting clearly document the discussion of this memo.  
The memo has been the basis of the Receiver’s work with the Board since the meeting in which it was 
discussed.  The memo indicates that work on personnel and operational rules and regulations would 
begin in February 2014.     
 
The Board has requested that the Court allow it to proceed immediately with hiring a General Manager 
and Chief Financial Officer.  We have already discussed the motivation behind the effort to replace the 
Receiver with these hires, however, we agree that both are critical to a successful transition assuming 
they are individuals with the proper qualifications and they are allowed to function instead of becoming 
the contract administrator for GRRP as is the case under the new Agreement with GRRP.  We continue 
to believe, however, that the timeline we have proposed for hiring these personnel is appropriate and 
provides sufficient time for training while minimizing duplication of services that are currently provided 
by the Receiver.   
 
In advancing its argument to immediately hire a Chief Financial Officer the Board seems to suggest in its 
letter to the Court that it is not appropriate for GSWA to depend on the Department of Administration 
(DOA) for accounting services.  On the contrary, we believe it to be a reasonable and very cost-effective 
approach for GSWA.  The complexities of bringing in a new accounting system, the challenges of its 
interaction with the Government’s current accounting system for employee benefits and payroll 
functions, would be both costly and create risks for GSWA in the transition between the two financial 
systems that could easily put GSWA services in jeopardy and create a barrier to completing the work 
necessary to achieve full compliance with the Consent Decree.  While the accounting services provided 
by DOA to GSWA are not ideal, they are reasonable and cost effective.  The timeliness issue for which 
the Board expresses much concern is a minor issue in relation to the risks and costs of the alternative 
the Board seems to desire.  The financial condition of GSWA is relatively stable and is not subject to 
significant short term fluctuations that require real-time financial information.     
 
As the Court will recall, the Receiver has not hesitated to bring in new technology when it is needed.  
Indeed the entire billing and customer service system for GSWA has been replaced.  It was a challenging 
and costly process successfully managed by the Receiver.  It had to be done because the old system 
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simply did not work.  This is not true of the other accounting system and services provided by DOA.  The 
old adage “if it's not broke, don't fix it “is good advice in this case.16   
 
Full implementation of the Consent Decree is the responsibility of the Receiver.  Throughout our work to 
implement the Consent Decree unanticipated problems have consistently been a part of the challenges 
faced by the Receiver.  The numerous change orders that were required throughout the construction of 
the Layon Landfill and access road and the additional requirements imposed by the Government of 
Guam, are clear examples of such problems.  The most recent example of such unexpected problems 
was just reported to the Court concerning the significant hazardous waste detected at the Dededo 
Residential Transfer Station.  This will require the redesign of the required expansion of the facility at 
significant cost.   
 
The Government of Guam’s unwillingness to work with the Receiver to address the additional funding 
needs of the Consent Decree may leave the Receiver no alternative but to divert funds it would 
otherwise pay to the Government to partially reimburse it for debt service on the 2009 Bonds, to 
funding these otherwise unfunded requirements.  If the Court were to grant the Board’s request to turn 
operations of GSWA over to them, the Receiver would be deprived of one of the few remaining 
alternatives available to secure the funding needed for problems known and unknown at this point in 
our work. 
 
In addition, there are operational aspects of Consent Decree compliance that are still to be 
implemented.  These include the Household Hazardous Waste program and the post-closure activities of 
the Ordot Dump.  Without all of the resources of GSWA at the Receiver’s disposal, it will be severely 
limited in its ability to complete its work. 
 
We realize that the proponents of the GRRP Agreement will say that our analysis of its impact is self-
serving.  This is not true.  The Receiver’s only interest is implementation of the Consent Decree and 
carefully executing our fiduciary role with respect to GSWA.  As noted earlier in this report, we have a 
fiduciary duty to analyze changes in the solid waste system and report their financial and other effects 
on the solid waste system for which we are presently responsible.  
 
Some complain that the current system is too expensive.  Proper disposal of solid waste is not cheap 
under any system that properly protects the environment.  This current cost of the system has been 
compounded by the years of neglect by the Government of Guam of the need for a new landfill and 
closing of the Ordot Dump.  It is simply not possible to finance and add an expensive additional disposal 
system such as waste-to energy to the current solid waste system, in which the Government has 
recently invested significant resources, without causing a major increase in the cost of the system which 
will have to be paid by the taxpayer, the rate payer or some combination of both.   
 
If Guam wishes to preserve landfill space its best and most cost effective option is recycling.  Waste-to 
energy, when done properly is another way to make the landfill last longer.  However, waste to energy 
will not be inexpensive if the Government of Guam goes down this road.  To suggest it will actually 
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reduce cost of the system and the rates of solid waste customers is either badly mistaken or 
intentionally misleading. If Guam wants to seriously consider this option it should engage an 
independent expert, which is neither GBB nor GRRP, to conduct a feasibility study and fully inform 
decision makers concerning the cost and other important aspects of any decision to move forward in 
this area. 
 
Finally, it is clear that approval of the Board’s requested revision to the Transition Timeline will facilitate 
implementation of the Agreement with GRRP for solid waste disposal on Guam.  If the Board’s 
requested changes to the Timeline were approved and the Government of Guam succeeds in ultimately 
implementing the GRRP deal before implementation of the Consent Decree is complete, it will remove 
from the Receiver the tools necessary to assure compliance with the Consent Decree and so impair the 
Government financially that it will make funding the remaining Consent Decree requirements virtually 
impossible.   For the reasons set forth in this Report, we urge the Court not to adopt the revised 
transition timeline requested by the Board. 
 
We appreciate the opportunity to present our concerns to the Court. 
 
I declare under penalty of perjury under the laws of Guam and the United States that the foregoing is 
true and correct. 
 
Dated this 24th day of March 2014.    
 
        
       ________________________________ 
          David L. Manning 
          Receiver Representative 
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