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June 27, 2016 

 

The Honorable Benjamin J.F. Cruz, Vice-Speaker 

Chairman 

Committee on Appropriations and Adjudication 

155 Hesler Place 

Suite 107 

Hagåtña, Guam 96910 

 

Dear Vice Speaker Cruz: 

 

Governor Calvo has recently recommended legislation known as the “Health Care and 

Insurance Industries Investment Act”.  The proposed legislation addresses a broad range of 

policy and financial issues that do not affect the responsibilities of the Receiver and about 

which we express no opinion. However, the proposed legislation would have a significant 

effect on the finances of the Guam Solid Waste Authority (GSWA) that we believe we should 

call to your attention. 

 

Specifically, the proposed legislation contains a provision that, beginning in FY2017, would 

transfer approximately $12 million annually from GSWA to GovGuam’s General Fund.  

However, the legislation fails to increase the rates charged to customers of GSWA. Unless 

GovGuam enacts an increase in the rates GSWA charges its customers that is sufficient to 

generate an additional $12 million annually, GSWA will be unable to pay the funds expected 

from GSWA under the proposed legislation.  

 

The Government of Guam has the authority to increase the rates charged GSWA customers 

through this or separate legislation.1  Since 2012 the Receiver has clearly stated that a rate 

increase is not needed to ensure continued quality service to GSWA customers and 

compliance with the Consent Decree.  However, we have also been clear that a substantial 

rate increase would be needed if the Government of Guam wished to recover the debt 

service cost it pays with federal Section 30 funds.  We have indicated on numerous 

occasions that the Government of Guam is free to enact a rate increase if it determines the 

government needs to provide the general fund with additional revenue.  We have repeatedly 

informed the government that the Receiver would implement any rate increase the 

government lawfully enacts.  To date the government has taken no action to increase rates.   

 

We would also note that the District Court has adopted the plan proposed by the Receiver to 

finance the restoration of Dero Road, the required upgrades to the residential transfer 

stations and post-closure care of the Ordot Dump.  Under this plan, a trustee appointed by 

the District Court will receive all payments from GSWA’s major commercial customers.  The 

trustee will ensure that the Consent Decree requirements are fully funded from these funds.  

                                           
1 The GSWA Board of Directors is without authority to initiate a rate increase while GSWA remains in 
receivership but the Government of Guam, acting through legislation, has full authority to increase 
rates.  The District Court of Guam confirmed this in its Order dated May 27, 2015. In addition, in 
2012, the Government was invited to intervene in the rate proceeding initiated by the Receiver, but 
did not do so. 
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After depositing sufficient funds to an account under the trustee’s control to pay for the 

projects and post-closure care, the trustee will pass all of the remaining funds to GSWA.  

The funds passed to GSWA by the trustee, together with the funds GSWA collects directly 

from other customers, will be sufficient to operate GSWA but not sufficient to pay any of the 

$12 million annual assessment in the proposed legislation.   

 

In order to produce an additional $12 million annually, current rates would have to be 

increased about 67 percent across the board.  Currently, GSWA charges $30 per month for 

residential trash service, $171.60 per ton for commercial and government customers2.  The 

current charge customers pay for using the residential transfer stations is $7.50 for small 

loads (up to 3 cubic yards) and $15 for larger loads (up to 6 cubic yards). Over the past two 

years the current rates have produced average annual revenue of approximately $17.9 

million, all of which is required for GSWA operations and Consent Decree compliance.    To 

generate enough additional revenue to pay the $12 million annually as required by the 

proposed legislation, residential rates would rise to $50 per month, commercial rates would 

increase to $287 per ton and residential transfer stations would be increased to $13 and 

$25 for small and larger loads respectively.  This assumes that all current customers remain 

customers; a questionable assumption should the government actually implement such a 

large rate increase. It is likely that a rate increase of this magnitude would put GSWA 

services out of reach for many current customers, requiring an even greater increase in 

rates to generate the funds GSWA is expected to transfer to the general fund under the 

Governor’s proposal.       

 

Some may argue that after the Receivership ends money will no longer be needed to pay for 

the Receiver thus freeing up funds for the purposes proposed by this legislation.  This is 

simply not true.  The amount paid to the Receiver for operating GSWA will be more than 

offset by the cost GSWA will incur as it hires new management, converts temporary 

employees to permanent employees and moves into the post-Receivership period. 

  

We hope this information is useful as you consider the proposed legislation. 

 

Thank you. 

 

Sincerely,  

 

 
David L. Manning 

Receiver Representative 

 

c.c.  Governor Calvo 

       All Senators 

       GSWA Board of Directors 

       Guam Media 

                                           
2 Customers also pay an additional fee of 38 cents per month for residential customers and $3.57 per 
ton for commercial customers to fund the Host Community Premium Surcharge for the Host 
Communities of Ordot and Inarajan, as enacted by the Guam Legislature. 
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