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EXECUTIVE SUMMARY 
Department of Public Works Solid Waste Management Division 

Report No. 10-04, June 2010 
Executive Summary 

We found that the government of Guam is unprepared to resume solid waste management and 
operations and that the legal and policy framework for management is outdated, obsolete, and in 
need of redevelopment.  
 
The U.S. District Court’s 2004 Consent Decree ordered the government of Guam to timely 
correct violations of the Clean Water Act or face penalties imposed by the U.S. Environmental 
Protection Agency (EPA).  The Department of Public Works’ (DPW) Solid Waste Management 
Division (SWMD) was tasked to comply with the Consent Decree by closing the Ordot Dump 
and opening a new landfill.  However, in March 2008, when deadlines were not met, the U.S. 
District Court placed the SWMD under federal receivership.  Solid waste management 
consultant Gershman, Brickner & Bratton (GBB) was appointed as Federal Receiver to manage 
the SWMD and ensure compliance with the Consent Decree. GBB’s first task was to assess the 
condition and space left in the Ordot Dump.  Based on GBB’s assessment, the Ordot Dump’s 
remaining life is expected to end on or about July 2011.   
 
Legal and Policy Framework Needed for New Solid Waste Authority 
The legal and policy framework for solid waste management is contained Title 10, Chapter 51 of 
the Guam Code Annotated and in the Guam 2006 Integrated Solid Waste Management Plan.  
This framework was rendered obsolete when the SWMD went into federal receivership.  The 
District Court granted the Federal Receiver authority to supervise all government employees 
associated with Consent Decree projects, to perform and enter into contracts necessary, and to 
apply to the Consolidated Commission on Utilities (CCU) for rate increases for collection 
services and/or tipping fees. When the Federal Receiver’s responsibilities are complete, the 
management of the SWMD will revert to the government of Guam.   
 
Our interviews with the Federal Receiver and key government officials revealed that minimal 
efforts have been made by the government of Guam to update and clarify the legal and 
organizational framework for solid waste management, and that the present framework is no 
longer appropriate.   
 
The Governor through Executive Order 2007-09 established the Solid Waste Law Review 
Commission (SWLRC) in July 2007, to propose new legislation that would address the legal and 
organizational framework for solid waste management. The Governor’s Legal Counsel indicated 
that it is the Governor’s intent to resolve the issue before the end of his term. In June 2010, the 
Chairman of the legislative Committee on Utilities, Transportation, Public Works & Veterans 
Affairs introduced Bill 426-30 establishing a Solid Waste Authority. With the introduction of 
this bill, we recommend that the SWLRC work with the Legislature to establish the new legal 
and organizational framework of the solid waste management. 
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Government of Guam’s Involvement 
As GBB attends to meeting the requirements of the Consent Decree, due to the nature of Federal 
Receivership, the government of Guam has had limited involvement in key solid waste 
management decisions made thus far.  According to DPW’s former Director, the department was 
not involved in decisions to institute new systems, such as the roll-out trash carts and the billing 
software, or in discussions regarding construction of the new landfill.   
 
The government of Guam should be proactive in re-establishing its role by drawing upon the 
Federal Receiver’s expertise in solid waste management. The appointment of a liaison to 
coordinate and collaborate with the Federal Receiver would enhance the government’s ability to 
resume its proper role in managing solid waste operations.     
 
The Cost and Funding of Modernizing Solid Waste Management  
To fund construction of the new landfill and closure of the Ordot Dump, the government of 
Guam issued bonds totaling $202 million (M), with an average annual debt service requirement 
of $15M until FY 2035. Essentially, the $202M will cost the government of Guam $423M. 
 
The overall cost for capital funding required for the Consent Decree projects is $160M -- 
$105.7M for the Layon landfill, $39.4M for the Ordot Dump closure, $14.9M for operations 
equipment and transfer stations. 
 
The Federal Receiver’s average monthly expenses approximate $213,000. As of September 30, 
2009, the Federal Receiver has been paid $4.05M.  We estimate an additional $4.7M to be paid 
to the Receiver through July 2011, for a total of $8.7M over 41 months. Until the government of 
Guam implements the legal framework and designates a management team to lead the new solid 
waste management organization, and all aspects of the Court’s Consent Decree are addressed, 
including the closure of the Ordot Dump, the Federal Receiver’s appointment will not end. How 
long after July 2011 the government of Guam will fund the Receiver’s expenses is unknown.  
 
U.S. Military as a Customer  
The Federal Receiver’s April 2010 quarterly report to the District Court contained a draft 
agreement for the military to become a customer of the new solid waste system, as ordered by 
the District Court.  The government of Guam was not involved in developing the draft 
agreement.  
 
The Federal Receiver provided an analysis of the impact military customers would have on 
tipping fees. With the military customers, tipping fees are estimated to rise from $30 month in 
FY 2012 to $36.50 in FY 2022.  Without the military, fees would need to rise to $52.81 by FY 
2022. While the cost-savings for civilian customers would be significant, the potential impact in 
other areas, such as the volume and types of military waste -- whether both household and 
operational waste -- were not addressed.  Military waste would considerably shorten the life span 
of the new landfill based on the volume of military waste, which according to estimates would 
amount to 38,000 tons, or 27% of Guam’s annual waste.     
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The costs and benefits of having the military as customers should be thoroughly evaluated and 
elected leaders should set a clear policy direction.  Unlike other utilities where the military was a 
customer, such as power, water, and telephone, the military has not been a customer of Guam 
solid waste management, hence the importance of having the study of the costs and benefits of 
adding the U.S. Military as a customer of the new landfill. 
 
Conclusion and Recommendations 
When the Federal Receiver completes the Consent Decree projects, Guam should have a new 
state-of-the-art municipal solid waste landfill, a modern solid waste management system, and the 
closure of Ordot Dump.    These advances can be attributed to actions of the District Court and 
the court appointed Federal Receiver.  If not for their intervention, the government of Guam 
would remain hard pressed to accomplish such goals.  The consequence of the government of 
Guam’s inaction has been that the modernization of solid waste comes at very high cost.   
 
With the deadline to close the Ordot Dump by July 2011, the need to overhaul the legal and 
organizational framework of the Solid Waste Management Division is vital.  The government of 
Guam should be proactive and attend to the organizational structure of the SWMD.  It is also 
imperative that the government of Guam be allowed a more detailed role in the key decisions 
that affect the direction of the SWMD.  To address these concerns, we recommend the Governor:  

 
 With the introduction of Bill 426-30, work with the Legislature to establish the new legal 

and organizational framework of the solid waste management;  
 Appoint a liaison to coordinate with the Federal Receiver on Consent Decree projects and 

act as the single point of contact for the government of Guam on solid waste 
management; and 

 Commission a study to evaluate the costs and benefits of adding the U.S. Military as a 
customer of the new landfill.   

 
 
Doris Flores Brooks, CPA, CGFM 
Public Auditor 
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Introduction 
 
This report presents the results of our performance audit of the Department of Public Works’ 
(DPW) Solid Waste Management Division (SWMD).  The audit was conducted in cooperation 
with the Pacific Association of Supreme Audit Institutions (PASAI). Our audit objectives were 
to assess the effectiveness of solid waste management on Guam and to determine the government 
of Guam’s preparedness to resume management.  
 
The scope, methodology, and prior audit coverage are detailed in Appendices 1 and 2.   

Background 
In 1986, the U.S. Environmental Protection Agency 
(EPA) issued the first in a series of administrative 
orders citing the government of Guam for violating the 
Clean Water Act.  The first order directed the 
government of Guam to cease the discharge of leachate 
from the Ordot Dump, Guam’s only civilian waste 
disposal facility, predating World War II. Now 
covering approximately 47 acres, the dump remains in 
use. Twenty-four years after the first order, 
contaminants continue to leach into the Lonfit River 
and pose environmental and health hazards.   
 Image 1: The glow of an Ordot Dump fire in 2008. 
Consent Decree 
In February 2004, the government of Guam and EPA signed a Consent Decree to close the Ordot 
Dump, cease the discharge of leachates, open a new municipal landfill, and to develop and 
implement recycling and hazardous waste strategies to reduce the volume of disposed materials. 
The Consent Decree also outlined timelines for complying with the Clean Water Act.    
 
A history of non-compliance with the Clean Water Act, the lack of cooperation between the 
executive and legislative branches, and the lack of financial commitment and tangible progress 
led the District Court to place solid waste management under federal receivership in March 
2008.  Solid waste management consultant Gershman, Brickner & Bratton (GBB) was appointed 
as Federal Receiver to bring the government into compliance.   
 
Federal Receiver  
The receivership order granted GBB full powers to enforce the terms of the Consent Decree and 
to assume all functions and responsibilities of DPW’s SWMD and any other departments or 
divisions affecting compliance. The Federal Receiver’s responsibilities include:  

 Supervising all government employees associated with Consent Decree projects; 
 Assuming control of existing contracts and awarding any future contracts;  
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 Hiring consultants, contractors, or counsel as necessary for administration, financial, 
legal, accounting, engineering, and construction or operational services;  

 Facilitating financing and borrowing of funds necessary to carry out duties related to the 
Consent Decree;  

 Applying to the Consolidated Commission on Utilities1 (CCU) for rate increases for 
residential waste collection services and tipping fees;  

 Consulting with EPA on the Consent Decree and securing technical advice or assistance 
as needed;  

 Submitting quarterly progress reports to the District Court; and  
 Having full access to the staff, documents, books, records, databases, and facilities of any 

government of Guam departments or divisions of the DPW. Access is granted also to any 
consultants GBB employs. 

 
The Federal Receiver is working with the SWMD staff to develop solid waste services that are 
viable, sustainable over the long term, and beneficial for the citizens of Guam.  The primary 
tasks are to close the Ordot Dump, construct a new landfill, and improve trash collection 
consistent with the best practices of the waste management industry.2  Recycling also may be 
addressed, but not necessarily as a primary task. Unless otherwise directed by the District Court, 
the Federal Receiver will remain in place until compliance is achieved.   
 
See Appendix 3 for a timeline of events. 
 
 

                                                 
1 Although the Appointment of Receiver specifically states that applications for rate increases should be made to the 
CCU, utility rate adjustments remain the responsibility of the Public Utilities Commission (PUC). 
2 http://www.guamsolidwastereceiver.org/  
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Results of Audit 
 
The government of Guam’s existing legal and policy framework for solid waste management 
was rendered obsolete when the Federal Receiver assumed responsibility and control of DPW’s 
SWMD. With the anticipated closure of the Ordot Dump on or about July 2011, the lack of an 
updated or entirely new framework leaves the government of Guam unprepared to resume solid 
waste operations or effectively manage the new landfill. The government of Guam has done little 
to involve itself with the new direction the Federal Receiver is taking with the management of 
solid waste.   
 
Legal and Policy Framework Needed for New Solid Waste Management 
In line with the stipulations of the Consent Decree, the Federal Receiver has taken steps to 
improve Guam’s solid waste management. In the process, however, the government’s legal 
framework for solid waste management and the policies attending to this function have been 
overturned and must be rewritten before the responsibility can be returned to government 
control. The lack of government participation and involvement in the modernization process and 
in key decision making may make the transition problematic. 
 
Government of Guam’s Involvement 
Under receivership, the Federal Receiver has sole authority to make key decisions that have long 
term effects on solid waste operations.  The government of Guam has had limited involvement in 
providing input as to the direction of the management of solid waste.  As an example, DPW’s 
former Director stated his department was not involved with the roll-out trash carts and the new 
billing system, or have they been involved in discussions regarding the construction of the new 
landfill.  Whether and how the government can carry on these procedures should have been 
discussed and mutually agreed upon beforehand.      
 
Cost and Funding of Modernizing Solid Waste System 
As of September 30, 2009, the Federal Receiver’s expenses for the 19 months were $4.05 million 
(M).  Assuming the receivership terminates in July 2011, we project the Federal Receiver’s 
potential expenses for the remaining 22 months to amount to $4.7M, totaling an estimated $8.7M 
over the 41 months.  
 
Until the government of Guam implements the legal framework and designates a management 
team to lead the new solid waste management organization, and all aspects of the Court’s 
Consent Decree are addressed, including the closure of the Ordot Dump, the Federal Receiver’s 
appointment will not end. How long after July 2011 the government of Guam will fund the 
Receiver’s expenses is unknown.  Thus, the government of Guam must attend to setting the legal 
authority and a new organizational framework for solid waste management, as well as enabling a 
management team to resume responsibility for solid waste operations. 
 
To fund construction of the new landfill, the government of Guam issued bonds totaling $202 
million (M), with an annual debt service of $15M until FY 2035. 
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Legal and Policy Framework Needed for New Solid Waste Authority 
Title 10, Chapter 51 of Guam Code Annotated is the mandate for municipal solid waste 
management and the Guam Integrated Solid Waste Management Plan (ISWMP) contained the 
policies. This framework was rendered obsolete when solid waste management went into federal 
receivership.  The Federal Receiver’s court-granted authority to make any changes necessary to 
comply with the Consent Decree, in effect, invalidated the legal and policy framework. Although 
the ISWMP was outdated, several efforts were underway to update it prior to 2008.  
 
Since assuming control of the SWMD, the Federal Receiver, who is not obligated to follow 
government procurement laws, has made policy decisions and implemented new procedures for 
solid waste collection, disposal, and billing. The Federal Receiver has essentially instituted a new 
framework without collaborating with the government of Guam, which will eventually resume 
responsibility for municipal solid waste management.  The government of Guam should be 
proactive in re-establishing its role by drawing upon the Federal Receiver’s expertise in solid 
waste management. The Federal Receiver will be legally in control of the SWMD until all 
aspects of the Consent Decree are addressed.  
  
Our interviews with the Federal Receiver representative, the former DPW Director, the 
Governor’s Chief of Staff and Legal Counsel, the Director of Bureau of Budget and Management 
Research (BBMR), an Assistant Attorney 
General, the Chair of the Legislature’s Committee 
on Utilities, the Department of Administration’s 
(DOA) Deputy Financial Manager, and the Guam 
Environmental Protection Agency (GEPA) 
Administrator revealed an absence of updated 
legislation or plans to address the organizational 
structure of the SWMD, or identify its new duties 
and responsibilities, once federal receivership 
ends.   
  
The SWMD, as a division of DPW, is no longer 
appropriate.  With a long-term debt of $202M, 
SWMD may have difficulty generating the 
revenues necessary to make payments. An 
updated authority on solid waste should be 
established.  
 Image 2: Entrance to Ordot Dump in 2010. 
Past Solid Waste Management Plans  
The first ISWMP was developed and approved by 
the GEPA Board in 1999. The plan called for the creation of a Public Utility Solid Waste 
Authority, with CCU oversight, to collect tipping fees or other financing resources and to 
privatize operations as mandated by legislation. The Legislature adopted the plan with 
modifications in December 2000. The modifications called for major changes in solid waste 
management, the closure of Ordot Dump, and the creation of a new, legally-conforming landfill. 
The plans call for the creation of a Public Utility Solid Waste Authority was rejected. 
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In September 2006, GEPA updated the 2000 ISWMP.  The plan’s management objectives were 
revised and key elements of the integrated management system were identified. Projections of 
the new landfill’s solid waste load were made to the year 2037 and efforts to reduce waste, and 
curtail illegal dumping included mandatory separation of curbside waste, allowable drop-off at 
regional transfer stations, recycling, composting, special waste disposal, and other waste 
reduction options. The updated plan was to be implemented between 2006 and 2010.  The call 
for a Public Utility Solid Waste Authority was included again in the 2006 updated ISWMP.  
 
In December 2005, GEPA issued DPW a permit to continue Ordot Dump operations until 
October 23, 2007, the date set by the Consent Decree for opening a new landfill.  The permit 
expired with no new landfill, but the dump remains open and operates without a permit.   
 
According to the GEPA Administrator, the 2006 updated ISWMP was not implemented because 
GEPA lacked the funding for enforcement, and the issue became irrelevant when the SWMD 
went into receivership in 2008. Thus, there has been no government of Guam oversight over 
solid waste operations, the collection, transport, and disposal of solid waste, recycling, waste 
reduction, or public education efforts.     
 
Solid Waste Management Division as a Public Corporation 
In August 2006, the PUC provided amendments to the proposed legislation to establish a Guam 
Solid Waste Management Authority. The amendments included regulations for residential and 
commercial tipping fees, such as periodic rate modifications, terms and conditions, rules for 
residential solid waste collection and disposal, and for the collection of fees for such services.  
The proposed realignment would more accurately determine the total costs to operate a solid 
waste system (i.e., collection and disposal of solid waste, closure of the dump, and development 
of a new sanitary landfill). See Appendix 4 for the proposed amendments to solid waste 
management statutes. In June 2010, the Chairman of the legislative Committee on Utilities, 
Transportation, Public Works & Veterans Affairs introduced Bill 426-30 establishing a Solid 
Waste Authority.  
 
Solid Waste Review Commission 
In July 2007, Executive Order 2007-09 established the Solid Waste Review Commission, which 
consisted of the Governor, the Speaker and Minority Leader of the Legislature, the Attorney 
General, the GEPA Administrator, the DPW Director, and the Chair of the PUC, or their 
designated representatives. The Commission was tasked to draft legislation that would:  

(1) Propose legislative policy for solid waste management;  
(2) Support the conversion of the SWMD from a line agency division into a stand-alone 

body that would more efficiently manage solid waste disposal; and 
(3) Review and propose revisions to the laws relating to solid waste management.   

 
The Governor through Executive Order 2007-09 established the Solid Waste Law Review 
Commission (SWLRC) in July 2007, to propose new legislation that would address the legal and 
organizational framework for solid waste management. The Governor’s Legal Counsel indicated 
that it is the Governor’s intent to resolve the issue before the end of his term.  We recommend 
the Governor work with the Legislature to establish the new legal and organizational framework 
of the SWMD in line with Bill 426-30; 
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Additionally, we recommend the Governor appoint a liaison to coordinate with the Federal 
Receiver on Consent Decree projects and act as the main point of contact for the government of 
Guam on solid waste management.  
 
Government of Guam’s Involvement 
DPW and other government of Guam representatives have not taken advantage of the Federal 
Receiver’s expertise in solid waste management.  As an example, the Receiver’s residential roll-
out trash cart project was implemented without DPW input or involvement.  DPW has yet to 
seek instructions on how the transition process will take place or how to conduct the new 
collection method.  Similarly, DOA, which is responsible for all government transactions and 
accounts, including the Solid Waste Management Fund, was not consulted in the Federal 
Receiver’s selection and implementation of the new trash collection billing system. The 
Receiver’s April 2010 quarterly report states that there are “serious problems for [the] 
implementation of the new customer service system, (i.e. billings).” Currently, tipping fees are 
paid to the Treasurer of Guam, where the reconciliation between the old and the new billing 
systems will have to take place.  
 
Special Purpose Review 
In June 2009, the Federal Receiver engaged a consultant to undertake a special purpose review to 
identify internal control weaknesses in the tipping fee system and in the government of Guam’s 
accounting system for SWMD operations.  Eleven findings were identified, but no officials from 
DPW or DOA were given the opportunity to review or comment on the report.   
 
The lack of the government of Guam involvement with the Consent Decree projects is likely to 
affect the eventual transfer of solid waste management from the 
Federal Receiver back to the government of Guam.  No individual 
serves as liaison between the government and the Receiver so that 
the concerns that arise with regards to the construction of the new 
landfill, closing of the Ordot Dump, or the operation or 
management of solid waste are heard and addressed.   
 
Trash Roll-Out Cart Program 

Image 3: Trash Roll-Out Cart. 

In September 2009, GBB initiated the first phase of its program to 
“introduce modern efficiencies into Guam’s solid waste system” 
by implementing rolling trash carts for residential customers.  The 
project started with the delivery of standardized roll-out carts in 
four villages, then island-wide, enrolling customers for service and 
billing along the way.  Residents were instructed to use only the 
receptacles provided.  Prior to federal receivership, the SWMD limited customers to 30-gallon 
bins but allowed as many bins as their disposal needs required.  Based on anecdotal evidence, 
customers seem satisfied with the roll-out cart program. The program also provides a more 
accurate database for trash service and billing.  On its website, GBB advises that the new cart 
service “is only the beginning.  Once the cart-based system is in place, the SWMD will 
add bulky waste collection, furniture and appliances, and free household hazardous waste 
collection sites where the public will be able to take batteries, anti-freeze, used motor oil and 
other household toxics that are hazardous.”  
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Weight Scale 
Weighing waste measures what the community generates and provides a reasonably accurate 
way to determine the fees to charge. Weighing also provides information that can assist in 
forecasting solid waste operations, i.e., planning of a new landfill’s capacity.  
 
OPA’s August 2007 audit of DPW’s commercial 
tipping fees found that these were not properly 
applied, billed, and collected.  We also found that 
DPW was not tracking the weight of commercial 
waste dumped at Ordot because DPW’s weight 
scale was damaged during Typhoon Paka in 
December 1997 and had been inoperable since 
then. Billings to commercial haulers were just 
estimated.  The amount of revenues lost while the 
scale was inoperable is unknown.     
 

Image 4: Operable Weight Scale at Ordot Dump. 

In May 2009, through the Federal Receiver’s 
efforts in installing a new weight scale, weighing 
operations resumed.  The SWMD is now able to 
accurately record the volume of waste entering 
the landfill.  According to the Federal Receiver, 
as of March 2010, an average of 1,560 tons of 
waste enters the dump weekly.  Between June 2009 and March 2010, 81,132 tons were dumped; 
65% came from commercial haulers, 24% was residential waste, 6% came from transfer stations, 
3% was government waste, and 2% came from the mayors.  

Cost and Funding of Modernizing Solid Waste Management 
Since the SWMD’s existing legal and policy framework is obsolete, legislation and adequate 
funding are needed to organize a new SWMD and operate it in compliance with the Consent 
Decree and the Clean Water Act.  The overall cost for capital funding required for the Consent 
Decree projects is $160M, which $105.7M for the Layon landfill, $39.4M for the Ordot Dump 
closure, and the remaining $14.9M for operations equipment and transfer stations. 
  
2009 Series Bonds 
Public Law 30-07, in April 2009, authorized the government of Guam to issue bonds to finance 
the construction of a new landfill in Layon.  In June 2009, the government of Guam secured 
$202M. Of this total, $139.7M was reserved for construction, $21M was used to prepay a prior 
Section 303 loan, and the remainder was used to pay bond-related fees. The annual debt service 
for this bond is averages $15.6M until FY 2035. Essentially the $202M secured bonds will cost 

                                                 
3 Section 30 of the Organic Act of Guam entitles the government of Guam to the federal revenues derived from: (i) 
customs duties and income taxes derived from Guam; (ii) all taxes collected under U.S. Internal Revenue laws on 
articles produced in Guam and transported to the U.S.; (iii) any other taxes that may be levied by Congress on the 
inhabitants, including members of the U.S. armed forces; (iv) all quarantine, passport, immigration, and 
naturalization fees collected on Guam; (v) such other taxes as may be collected pursuant to Section 30 (Title 48, 
Section 1421h of the U.S. Code); and (vi) all interest, profits or other income derived from the investment of 
amounts in any fund or account.  
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the government of Guam $423M.  See Table 1 for the breakdown of the bond proceeds and 
Appendix 5 for the Annual Limited Obligation Bond Debt Services Schedule. 
 

Table 1: Breakdown of Series 2009A Bond Proceeds 
Sources of Funds:   
Principal Amount of 2009A Bonds $202,425,000.00 
Net Original Issue Discount $  (3,780,864.65) 
 $198,644,135.35 
  
Uses of Funds:  
Deposit to Construction Account $139,742,206.00 
Prepayment of 2009 Loan $  20,826,285.25 
Deposit to Capitalized Interest Account $  18,793,561.77 
Deposit to Bond Reserve Fund $  15,673,287.50 
Deposit to Costs of Issuance Account $    3,608,794.83 
Total Uses $198,644,135.35 

 
USDA Loan and Grant 
In a separate funding scheme to continue landfill projects, the government of Guam applied for 
an $88M loan and a $15M grant from the U.S. Department of Agriculture (USDA).  In July 
2009, the Governor received a letter from USDA outlining the requirements to secure the 
funding, which would free up $103M of the $202M bond proceeds.   
 
The USDA’s letter stated that the conditions of the American Recovery and Reinvestment Act of 
2009 (ARRA) would apply to the loan.  This would include certifications, quarterly reporting 
requirements, and the “Buy American” policy and “Wage Rate Requirements” would have to be 
met.  Among other stipulations, the government of Guam would be required to enter into a Third 
Party Management Agreement -- separate from the Federal Receiver -- to operate, maintain, and 
manage the solid waste facility and landfill operations. Upon approval of this loan, the Third 
Party Management stipulation would have to be included in the new legal and organizational 
framework of the SWMD. 
 
USDA also has a stipulation with regards to the users of the new landfill. The letter of conditions 
states that the government of Guam would have to provide evidence or a certification that there 
will be at least 14,000 residential customers who will utilize the new landfill once construction 
has commenced. The new landfill must also provide service to large volume users, who are 
estimated to contribute 7,342 tons per month, in order to ensure repayment. Based on the April 
2010 quarterly report of the Federal Receiver, there are 17,309 registered residential customers 
and commercial customers only average 4,036 tons a month. However, the Federal Receiver also 
reported that the 7,342 tonnage requirement for the USDA loan is problematic.  
 
According to the Governor’s Legal Counsel, loan documents are being circulated amongst the 
Governor’s Office and the Guam Economic Development Authority for review.  The loan 
agreement requires Legislative, PUC, and Court approval.   
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Receiver’s Expenses 
The Federal Receiver’s average monthly expenses approximate $213,000. As of September 30, 
2009, the Federal Receiver’s expenses reached $4.05M. Based on the Order of Appointment, the 
District Court reviews the Federal Receiver’s expenses. However, the cost is being borne by the 
government of Guam as an unbudgeted expenditure.  If the Receiver’s appointment terminates in 
July 2011, we project the Receiver’s expenses for remaining 22 months to amount to $4.7M, for 
an estimated $8.7M over the 41 months.  Since the Receiver’s appointment is open-ended, it is 
unknown when it will terminate. How long after July 2011 the government of Guam will fund 
the Receiver’s expenses is unknown. See Appendix 6 for the Federal Receiver’s activity report 
on payment invoices. 
 
The appointment order stipulates the setting aside of a 10% fee for the Federal Receiver to be 
paid “upon completion of the project,” possibly an incentive to complete projects as soon as 
possible.  Despite the payment-upon-completion provision, the District Court has been ordering 
the release of the fee after every quarter.  Retention or retainage4 fees are commonly used to 
protect the buyer should the contractor not fully perform or expose the buyer to third party 
liability.  The monthly retention amount generally equals 10% of the monthly bill.  At any time 
the total amount of retention is equivalent to 10% of three months bill.  Until the government of 
Guam steps forward with the legal organization framework and management team to lead the 
new solid waste organization, and all aspects of the Court’s Consent Decree are addressed, 
including the closure of the Ordot Dump, the Federal Receiver’s appointment will not end. 
 
U.S. Military as a Customer 
The Federal Receiver’s April 2010 quarterly 
report to the District Court contained the draft 
agreement for the military to become a 
customer of the new solid waste system, as 
ordered by the Court. The government of 
Guam was not involved in developing the 
draft agreement.  With the military as 
customers, according to the Federal Receiver, 
estimated monthly tipping fees would increase 
from $30 in FY 2011 to $36.50 in FY 2022.  
Without the military, fees are estimated to rise 
from $30 in FY 2011 to $52.81 by FY 2022. 
The savings for civilian customers would be 
significant and desirable. 

Image 5: Construction at the new landfill in Layon, 
Inarajan. 

 
However, the impact of military customers on other aspects of solid waste management were not 
addressed.  According to the Receiver, the Layon Landfill is slated to have 13 cells, each with 
the life expectancy of 6-7 years or 45-50 years overall. Two cells are now under construction and 
are expected to last 12-14 years, but that is without military customers.  Based on projections, the 
volume of military waste would constitute 38,000 tons, or 27% of Guam’s estimated annual 
waste bringing the overall life expectancy down to 35-40 years.   

                                                 
4 Retainage: Provision in a contract that allows a customer to withhold a portion of the contract price until the 
determination that the project or goods meet the predetermined or standard specifications.   
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Although there are short term benefits to having the military as customers, such as lower tipping 
fees, there are also long term implications and costs, to include the cost of building additional 
cells as well as building a new landfill once Layon has been exhausted.  In light of the impending 
military build-up, the full impact, as well as the costs and benefits, of military use of Guam’s 
new landfill and solid waste management system should be carefully and thoroughly evaluated 
and elected leaders must set clear policy directions.  
 
Unlike other utilities where the military was a customer, such as power, water, and telephone, the 
military has never been a customer of Guam solid waste management, hence the importance of 
having the study of the costs and benefits of adding the U.S. Military as a customer of the new 
landfill. Therefore, we recommend the Governor commission a study to evaluate the costs and 
benefits of adding the military as a customer of the new landfill. 

Other Matters  
During our audit, two matters came to our attention: the payment of the Federal Receiver’s 10% 
retainage fee and the hiring of a former DPW SWMD employee.   
 
Retainage Fee 
The Receiver’s appointment stipulates a 10% retainage fee be paid to the Receiver “upon 
completion of the project.”  The stipulation may be an incentive for timely completion of 
projects.  However, the District Court has ordered the release of the retainage fee every quarter.  
In effect, the Federal Receiver receives 10% retainage every three months.  
 
Former DPW SWMD Employee 
In an attempt to increase the $38,918 annual salary plus benefits of a DPW SWMD employee 
who the Federal Receiver considered to be a key employee, the Federal Receiver consulted with 
the OAG and DOA and was told that the issue was subject to the rules of the merit system.  The 
Receiver attempted for several months, without success, to go through the merit system to 
accomplish an increase for this employee.  The Receiver subsequently hired the employee as a 
consultant in June 2009, at a salary of $93,000 per annum inclusive of benefits.  
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Conclusion and Recommendation 
 

When the Federal Receiver completes the Consent Decree projects, Guam should have a new 
state-of-the-art municipal solid waste landfill, a modern solid waste management system, and the 
closure of Ordot Dump.    These advances can be attributed to actions of the District Court and 
the court appointed Federal Receiver.  If not for their intervention, the government of Guam 
would remain hard pressed to accomplish such goals.  The consequence of the government of 
Guam’s inaction has been that the modernization of solid waste comes at very high cost.   
 
With the deadline to close the Ordot Dump by July 2011, the need to overhaul the legal and 
organizational framework of the Solid Waste Management Division is vital.  The government of 
Guam should be proactive and attend to the organizational structure of the SWMD.  It is also 
imperative that the government of Guam be allowed a more detailed role in the key decisions 
that affect the direction of the SWMD.  To address these concerns, we recommend the Governor:  

 
1. With the introduction of Bill 426-30, work with the Legislature to establish the new legal 

and organizational framework of the solid waste management;  
 
2. Appoint a liaison to coordinate with the Federal Receiver on Consent Decree projects and 

act as the single point of contact for the government of Guam on solid waste 
management; and 

 
3. Commission a study to evaluate the costs and benefits of adding the U.S. Military as a 

customer of the new landfill.   
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Management Response and OPA Reply 
 
A preliminary draft report was transmitted to the Federal Receiver, DPW Director, Governor’s 
Chief of Staff, Governor’s Legal Counsel, Director of DOA, and the Director of BBMR on May 
19, 2010.  We met with the Governor’s Legal Counsel and representatives from DOA on May 
26, 2010 to discuss the preliminary draft report.  
 
The Governor’s Legal Counsel and Department of Administration generally concurred with the 
findings and recommendations of this report. See Appendix 7 for DOA’s Management Response.  
There were some clarifications made regarding the funding for the closure of the Ordot Dump 
and draft legislation that was submitted to the Governor’s office that were subsequently made to 
the final draft of this report. As of the date of issuance, no response was received from the 
Governor’s office despite several follow-ups and inquiries.  
 
The Federal Receiver provided a response to the preliminary draft report on June 1, 2010.  The 
Receiver clarified several issues regarding the funding for the closure of the Ordot Dump, the 
costs and savings brought about as a result of their work, and the misunderstanding of the nature 
of Federal Receivership. Several points raised by the Federal Receiver were updated in the final 
report. The Federal Receiver also stated that significant savings were brought about through the 
work of the Federal Receiver. However, Guam OPA did not confirm these savings. 
  
The Federal Receiver stated that they are committed to assisting the government of Guam in 
making needed policy and organizational decisions that will be necessary to resume the 
responsibilities of the solid waste system.  See Appendix 8 for the Federal Receiver’s 
Management Response.   
 
The legislation creating the Office of Public Accountability requires agencies to prepare a 
corrective action plan to implement audit recommendations, to document the progress of 
implementing the recommendations, and to endeavor to complete implementation of the 
recommendations no later than the beginning of the next fiscal year.  We will be contacting the 
Office of the Governor to provide the target date and title of the official(s) responsible for 
implementing the recommendations.  
 
We appreciate the cooperation given to us by the staff and management of the Federal Receiver, 
Department of Public Works, Department of Administration, Office of the Governor, Office of 
the Attorney General, Guam Environmental Protection Agency, and the Guam Legislature.   
 
 
OFFICE OF PUBLIC ACCOUNTABILITY 
 

 
Doris Flores Brooks, CPA, CGFM 
Public Auditor 



 

Appendix 1:  
Audit Objectives, Scope, and Methodology 
 
Our audit of the Department of Public Work’s Solid Waste Management Division was conducted 
as part of the Pacific Association of Supreme Audit Institutions first cooperative audit on solid 
waste management.  Our audit objectives were to assess the effectiveness of solid waste 
management legal and policy framework, and to determine the government of Guam’s 
preparedness to resume solid waste management by examining: 
 

• Existing legal and policy framework for solid waste management,  
• The process by which the legal and policy framework is implemented, including whether 

risks to implementation have been considered, and;   
• Compliance with the legal and policy framework, including monitoring arrangements.   

 
The audit scope was from March 2008 through September 2009.  
 
Our audit methodology included gaining an understanding of the policies, procedures, applicable 
laws, and regulations pertaining to solid waste management on Guam. We identified prior audits 
and OPA hotline tips relevant to this engagement, and included them in our assessments of the 
internal controls of the SWMD.  We also conducted interviews with key officials involved with 
Consent Decree compliance.  Interviews were conducted with a former DPW Director, the 
Federal Receiver representative, the Governor’s Chief of Staff, the BBMR Director, the 
Governor’s Legal Counsel, the DOA Director, the GEPA Administrative Director, and a senator 
in the 30th Guam Legislature. 
 
We conducted this audit in accordance with the standards for performance audits contained in the 
Government Auditing Standards, issued by the Comptroller General of the United States of 
America. These standards require that we plan our audit objectives and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and 
conclusions based on our audit objectives. 
 
PASAI is the official association of 25 supreme audit institutions (SAIs) (i.e., government Audit 
Offices and similar organizations known as SAIs) in the Pacific region. Member countries include 
Palau, Fiji, Federated States of Micronesia, and Guam. PASAI is one of the regional working groups 
belonging to the International Organization of Supreme Audit Institutions (INTOSAI).  PASAI 
promotes transparent, accountable, effective, and efficient use of public sector resources in the 
Pacific. It contributes to that goal by helping its member SAIs improve the quality of public sector 
auditing in the Pacific to uniformly high standards.   Guam became a PASAI member in 2007. Guam 
OPA elected to participate in this cooperative audit on solid waste management in order to 
ascertain how performance audits are conducted by PASAI members from Australia and New 
Zealand audit advisors.  
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Appendix 2:          
Prior Audit Coverage  
 
Office of Public Accountability (OPA) 
In September 2008, OPA issued Report No. 08-06, a performance audit of DPW’s design 
contract for the New Municipal Solid Waste Landfill Facility. We found that DPW did not have 
controls to ensure that the landfill design contract was procured according to Guam procurement 
laws and regulations, or administered to comply with contract provisions and best practices.  
 
In August 2007, OPA conducted an audit of DPW’s Commercial Tipping Fees and found that 
commercial tipping fees were not properly applied, billed, and collected.  The findings in OPA 
Report No. 07-08 involved the Solid Waste Operations Fund (SWOF), which derives its 
revenues from tipping fees.  In a December 14, 2007 order, the U.S. District Court ordered the 
government of Guam [DPW] to respond to the report recommendations by February 14, 2008.  
 
In June 2000, OPA issued Report No. 05-99, a management audit of DPW and found that the 
SWMD did not segregate the duties between financial and management operations and that the 
administrative  official was the sole authority for overtime schedules and payments.  
 
Single Audit Reports  
In the single audit reports of the government of Guam from fiscal years 2004 through 2008,  
auditors found that revenues in the SWOF amounted to $3.5M in FY 2004, $5.9M in FY 2005, 
$5.7M in FY 2006, $6.2M in FY 2007, and $5.3M in FY 2008.  Questioned costs totaled 
$13,000 for FY 2005 and $336,553 for FY 2007. There were no questioned costs identified for 
the SWMD.  
 
Georgetown Consulting Group (GCG) Focused Audit Report and Recommendations  
In August 2006, GCG issued its report on the SWM function. The audit found that: (1) DPW’s 
collection system is unable to handle current rate revenue levels, much less the increased burden 
necessary to support the revenue bonds; (2) Substantial remedial action must immediately occur 
to enable DPW to bill and collect the revenue necessary to fund revenue bond requirements; and 
(3) If remedial action does not occur, DPW will not be able to bill and collect the rate revenues 
necessary to fund revenue bond obligations and that this burden would fall, in part, on the 
General Fund.  The Federal Receiver is now handling billing and collections with new software. 
 
GCG December 2006 Updated Findings Report 
In January 2007, GCG provided updated findings based on a November 2006 visit.  The Solid 
Waste Operating Fund (SWOF) is not among the various special funds specifically exempted 
from the Governor’s transfer authority.  The SWOF was identified as one of the funding sources 
for the new landfill design contract. The Federal Receiver has addressed substantively all of the 
findings.  
 
U.S. Department of the interior Office of Inspector General (DOI-OIG) Report 
In March 1992, DOI-OIG issued an audit report that presented the results of their review of the 
government of Guam’s Ordot Landfill and the Federal grant funds provided for the expansion 
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and development of the Landfill. The audit found that contrary to the provisions of Guam’s solid 
waste management plan, the Ordot Landfill was not expanded or upgraded and continued to 
operate in violation of the Federal and local environmental laws, rules, and regulations. There 
were three recommendations made in the audit. The appointment of a Federal Receiver has 
addressed substantively all the recommendations.  
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Appendix 3: 
Timeline of Events 
 

 1950 – The Ordot Dump operates as a municipal 
solid waste disposal facility by the Department of 
Public Works. 
 

 1986 – EPA issues its first administrative order 
citing the government of Guam for violating the 
Clean Water Act and directing DPW to cease the 
discharge of leachate from the Ordot Dump. 
 

 July 24, 1990 – EPA issues another order to cease 
the discharges in accordance with a plan and 
schedule to be submitted to EPA for approval. 
 

 September 19, 1997 – EPA requests DPW to 
obtain and submit by specified deadlines certain data 
on the discharges from the Ordot Dump and the 
receiving water. 
 

 December 12, 2000 – The Guam Legislature 
adopts the first Integrated Solid Waste Management 
Plan, which calls for major changes in solid waste 
management and the creation of a new, legally 
conforming landfill and the closing of the Ordot 
Dump. 
 

 February 11, 2004 – The government of Guam 
enters into a Consent Decree with EPA to settle the 
lawsuit over failure to address the leachate issue after 
18 years. 
 

 December 2005 – GEPA issues DPW a permit to 
continue Ordot Dump operations until the opening of 
a new municipal solid waste facility.   
 

 September 2006 – As required by Title 10 Guam 
Code Annotated Section 51103, the 2000 Integrated 
Solid Waste Management Plan for the Island of 
Guam is updated. 
 

 October 23, 2007 – The GEPA permit to operate 
Ordot Dump expires. 
 

 March 17, 2008 – District Court appoints a 
Federal Receiver to oversee solid waste management 
operations. 
 

 May 18, 2009 – The weight scale at Ordot Dump 
resumes operation, allowing for the collection of 
valuable information on the amount of disposed 
waste.  
 

 June 3, 2009 – A Deficit Financing Bond of 
$202M is secured for the acquisition, construction, 
improvement, and equipment of a new municipal 
solid waste facility and closure of the Ordot Dump.   
 

 July 2009 – USDA issues a Letter of Conditions 
to the Governor outlining the requirements for an 
$88M loan and $15 M grant for the construction of 
the Layon Landfill. 
 

 September 28, 2009 – Trash Roll-Out Cart 
program commences. 
 

 November 23, 2009 – GEPA issues a permit for 
the new Layon Municipal Solid Waste Landfill. 
 

 July 2011 – The Ordot Dump is expected to close.
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Appendix 4:          Page 1 of 6 
PUC Proposed Amendments to Solid Waste Statutes  
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Appendix 4:          Page 2 of 6 
PUC Proposed Amendments to Solid Waste Statutes  
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Appendix 4:          Page 3 of 6 
PUC Proposed Amendments to Solid Waste Statutes  
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Appendix 4:          Page 4 of 6 
PUC Proposed Amendments to Solid Waste Statutes  
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Appendix 4:          Page 5 of 6 
PUC Proposed Amendments to Solid Waste Statutes  
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PUC Proposed Amendments to Solid Waste Statutes  
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Appendix 5:  
Annual Limited Obligation Bond Debt Service Schedule 
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Appendix 6:  
Payment of Receiver Invoices Activity Report 
 

Payment of Receiver Invoices Activity Report 
Gershman Brickner & Bratton, Inc. - Receiver for the Government of Guam Solid Waste Management 

Month Labor  *Expenses  
Gross 

Receipt 
Tax 

*Other 

10% 
Retainage 

for fees 
held in 
trust 

Total 

  March 2008  $    67,722.50   $          102.18     ($6,772.25)  $      61,052.43  
  April 2008  $  185,355.00   $     40,314.58     ($18,535.50)  $     207,134.08  
  May 2008  $  216,063.75   $     16,700.87  $ 11,127.46   ($21,606.38)  $     222,285.71  
  June 2008  $  193,892.50   $     23,380.48    $    787.52 ($19,389.25)  $     198,671.25  
  July 2008  $  219,790.00   $     36,910.94  $   8,746.33  $ 2,487.73 ($21,979.00)  $     245,956.00  
  August 2008  $  185,895.00   $     19,791.74   $ 2,695.19 ($18,589.50)  $     189,792.43  

FY
 2

00
8 

  September 2008  $  192,751.25   $     23,773.13  $ 19,640.30  $ 5,787.65 ($19,275.13)  $     222,677.21  

        $  1,347,569.10  

    *Total Retainage paid as of 9/30/08   $      46,914.13  

     Total paid in FY 2008   $  1,394,483.23  

 

       

Month Labor  *Expenses  
Gross 

Receipt 
Tax 

*Other 

10% 
Retainage 

for fees 
held in 
trust 

Total 

  October 2008  $  222,488.75   $     45,130.50    $ 3,112.78 ($22,248.88)  $     248,483.16  
  November 2008  $  156,070.00   $     11,651.45  $ 18,421.49  $    199.42 ($15,607.00)  $     170735.36  
  December 2008  $  166,750.00   $     20,446.34  $ 16,211.91  $    726.37 ($16,675.00)  $     187,459.62  
  January 2009  $  187,185.00   $     55,071.91    $ 5,286.14 ($18,718.50)  $     228,824.55  
  February 2009  $  188,262.50   $     23,931.08  $ 11,908.28  $ 1,711.45 ($18,826.25)  $     206,987.06  
  March 2009  $  183,605.00   $     23,555.83  $   9,332.98  $    841.29 ($18,360.50)  $     198,974.60  
  April 2009  $  207,380.00   $     39,732.51    $   687.83  ($20,738.00)  $     227,062.34  
  May 2009  $  176,395.00   $       7,897.57  $ 15,148.81  $   155.97  ($17,639.50)  $     181,957.84 
  June 2009  $  190,207.50   $     59,717.04    $      86.85 ($19,020.75)  $     230,990.64  
  July 2009  $  183,963.80   $     29,830.23  $ 17,649.89  $      42.87 ($18,396.38)  $     213,090.41  
  August 2009  $  163,720.00   $     11,479.11    $    220.17  ($16,372.00)  $     159,047.28  

FY
 2

00
9 

  September 2009  $  161,331.25   $     25,643.45    $    139.48 ($16,133.13)  $     170,981.06  
        $  2,424,593.92  
    *Total Retainage paid as of 9/30/09   $     228,046.51  

     Total paid in FY 2009   $  2,652,640.43  

    Total Paid to Receiver  $  4,047,123.66  
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Appendix 7:  
DOA’s Management Response 
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Appendix 8:         Page 1 of 5 

Federal Receiver’s Management Response 
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Appendix 8:         Page 2 of 5 
Federal Receiver’s Management Response 
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Federal Receiver’s Management Response 
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Federal Receiver’s Management Response 
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Federal Receiver’s Management Response 
 

 
 

 33



 
 
 
 

Department of Public Works 
Solid Waste Management Division 

Report No. 10-04, June 2010 
 

ACKNOWLEDGEMENTS 

we audit, as
fo

effectiveness, effic  
indepen

Key contributions to this report were made by: 
Vincent Duenas, Auditor-in-Charge 

Jerrick Hernandez, Audit Staff 
Doris Flores Brooks, CPA, CGFM, Public Auditor 

MISSION   STATEMENT 

VISION 

Integ

 
Guam is the model for good governance in the Pacific.  
rity   

        Accounta

REPORT

A

To improve the public trust,  
sess, analyze, and make recommendations  
r accountability, transparency,  
iency, and economy of the government of Guam
dently, impartially, and with integrity. 
Independence 
         Impartiality 

 
bility              Transparency  

CORE VALUES 

ING FRAUD, WASTE, AND ABUSE 
 Call our HOTLINE at 47AUDIT (472-8348) 
 Visit out website at www.guamopa.org  
 Call our office at 475-0390 
 Fax our office at 472-7951 
 Or visit us at Suite 401, DNA Building in Hagåtña; 

 
ll information will be held in strict confidence. 


