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The Government of Guam (GovGuam) has tremendoumsdypower, yet does not take full
advantage of its bargaining potential. Rather tbamsolidate similar procurement requests,
especially for recurring supplies and services, langng in bulk, the General Services Agency
(GSA), GovGuam's procurement arm, increasingly usewll purchase procurement.
According to GSA's Chief Procurement Officer (CP&gencies are ultimately responsible for
planning their purchases and GSA simply processgsisitions as long as they are within the
dollar threshold of the corresponding procuremeit@rity.

Our audit from October 1, 2007 to September 30,020@dvealed that small purchase
procurement is continually increasing, from 2,812chase orders (POs) ($4.9M) in FY 2008
to 3,770 ($6.9M) in FY 2009 and 4,247 ($8.3M) in R¥10.This equates to 10,829 POs
worth $20.1M in the three fiscal years, purchas@tiout advertisementGSA's failure to
plan purchasing for line agencies and consolidateyement of recurring items led to
artificially dividing and/or not consolidating purases totaling $3.1M that should have been
procured through competitive sealed bids. We atsmd that GSA processed three small
purchase POs, ranging from $15,401 to $35,390 wideeded the $15,000 small purchase
limit and that the Mayor’s Council of Guam (MCOGi)ddnot comply with procurement
regulations in expending $95,843 purportedly onlsmachases.

Small Purchases Used in Lieu of Competitive Seald&ldding

GSA routinely issues small purchase POs on beliaddldine agencies for recurring items,
circumventing the competitive sealed bidding precegich requires advertisement. The
departments of Public Health and Social ServiceBHBS) and Public Works (DPW) are
consistently the two highest users of small pureh@ecurement, issuing the most POs every
fiscal year.

Small purchase procurement is piecemeal, uncometicand convenient, limits competition,
stifles fairness, is inherently inefficient and #psand does not require advertisement. In
requiring only three price quotes from vendors, [spuarchase procurement closes the doors to
those vendors, not selected who may offer bettedymts, services and/or prices. GSA
routinely decides and not the agencies which thexelors to solicit quotes from. This adds
further to the speculation of “who you know” in gmwment in order to do business. Small
purchase procurement leaves the wider vendor markepped.

The fundamental objective of government procuremisnio provide departments and
agencies with the goods and services they needny out their duties to the public
efficiently and effectively. Those goods and sessianust be of the right quality and
guantity at the lowest overall cost, and deliveaed available on a timely basis. To these
ends, the procurement process should involve a$ roompetition as possible, to ensure
that the opportunity to compete is open and faalkovho choose to do business with their



government. Small Purchase limits competition tdyctme select or preferred three
vendors.

Small Purchases by Agencies

The top three recurring procurements were for (ffjce supplies and equipment; (2)

medication, medical supplies and services; andc(8pputers and associated equipment.

DPHSS was the largest purchaser using small pueghasurement in all three categories for

all three years. Of the $3.1M in artificially did and/or non-consolidated purchases, we

identified $1.4M (47%) resulting from DPHSS' pogogurement planning and GSA's lack of

oversight. Our analysis revealed that:

» Purchases for office supplies and equipment inecthy 163%, from $760K in FY 2008

to $2M in FY 2010. The number of POs rose by 1088&m 711 in FY 2008 to 1,476 in
FY 2010. DPHSS' purchases amounted to $779K. (uunesticosts totaled $621K for all
agencies for all three years.

» Of the total $2.9M expended for medication, medisapplies and services, DPHSS
spent $2.4M, issued in 804 small purchase POscuRFment in this category increased
from $714K in FY 2008 to $1.1M in FY 2010. Questdncosts totaled $1.6M for all
agencies, of which DPHSS accounted for $1.2M ferttitee years.

» Procurement of computers and associated equipmergased by 72%, from $566K in
FY 2008 to $975K in FY 2010. The top five agendgssied 1,138 POs totaling $2.3M.
Of these, DPHSS issued 247 POs totaling $627K. tiguesl costs totaled $884K for all
agencies, of which DPHSS accounted for $229K.

Small Purchase POs Processed Despite Exceeding $05,

There were four POs totaling $90,015 that excedlde®15,000 threshold, which were issued
by GSA, GPD and DPW to four vendors for copier pagemputer equipment, software
installation, and security services.

MCOG Did Not Follow Small Purchases Procurement Law

We tested 20 POs totaling $95,843 issued by theok$ayCouncil and found that none
complied with Guam Procurement Law. The requiredtgtions were absent, awards were not
made to the lowest bidder and purchases appeabeadificially divided.

Conclusion and Recommendations

In order to obtain the best possible price, GovGshould procure recurring goods or services
through advertised competitive sealed bidding medee. indefinite quantity and indefinite
amount bids instead of by small purchase authd8itgall purchase procurement requires the
solicitation of no less than three price quotesictwhnherently limits competition to other
vendors who may wish to participate and could offdyetter product or service and/or price.
Small purchase procurement also stifles fairneseeduiring only three quotes, GSA may lead
to expediency and limit itself only to the firstréle vendors they prefer, leaving the wider
vendor market untapped.

Both the DOA Director and the CPO disagreed with fludings. The CPO stated “Different
agencies and departments submit their requisitianglifferent times and usually with
differentials in their needs. Unless, GSA had taltentime to get an agencies procurement
needs for a particular item, then the governmemsdaot have the capability to determine
when a particular request comes in. Buyers hanuieific agencies and do not know what



other agencies are requesting at any time. Somesséxjare grant time sensitive and cannot
wait for other agencies submittal to be includedreif we knew about it. The DOA director
and CPO contend that purchases of similar itenma fralividual agencies can be awarded
individually as small purchases. We disagree wiil tontention as it does not consider
consolidation of similar items. What value adde@sIGSA provide, if it merely processes
individual POs from individual agencies? All otHigrdings remain.

The MCOG Executive Director disagreed with our fitg$ and maintains that it has met the
goal to follow all procurement regulations set liooly Guam law, stating a quote that comes
back with “no quote” or “does not accept governmie@X’ is indeed a quote, and is sufficient
enough the meet the 3 quote requirement for snatihase. However, we found that MCOG
did not make an effort to seek additional quotaiarinen one of the solicited vendors either
did not respond or responded with a “no quote” sthimiting competition. Therefore the
findings remain.

In this time of declining budgets every effort slibibbe made to maximize and stretch
procurement dollars to enable our government t@ivecthe lowest possible price with
commensurate value.

We made several recommendations to include edtaimisT controls so that small purchase
POs exceeding $15,000 will be rejected; analyzewyring small purchases of line agencies
and consolidate procurement of these requiremdmisugh competitive sealed bidding;
reestablishing credit and buying relationships Vitheral agencies and other low cost vendors
to take advantage of lower prices for medications
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