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EXECUTIVE SUMMARY 
Government of Guam Analysis of Top Ten Vendors 

Report No. 12-06, December 2012 
 
The Government of Guam (GovGuam) General Fund and its related funds spent $123.8 million (M) 
for goods and services in fiscal year (FY) 2009, $165.7M in FY 2010, and another $165.2M in FY 
2011, for a total of $454.8M on goods and services.  In each of the three years, over 40% of 
GovGuam’s business went to ten vendors. Our audit found deficiencies with the procurements of 
these ten vendors that amounted to $3.67M in questioned cost. Deficiencies include:  
 Procurement of goods and services with escalating contract costs totaling $1.1M over the 

original contract amount;  
 Two million ($2M) for an award not given to the lowest bidder as well as this bid not being 

advertised; 
 Utilization of sole source procurement without justification totaling $6,000 (K); and 
 Missing documentation totaling $526K. 

 
It appears there is a lack of due diligence with locally funded procurement compared to federally 
funded procurement as 99% of the questioned costs were associated with local funds.  These 
conditions occurred because there was no secondary review of locally funded procurement and no 
standard filing system to ensure proper filing of all procurement documents.   
 
Top Ten Vendors Receive over 40% of GovGuam’s Procurement  
Between FY 2009 and FY 2011, 32 government agencies procured the services of 1,671 vendors.  Of 
this, 30 agencies procured the following services from the top ten vendors: construction (37%), 
consulting (29%), transportation (9%), adult care services (8%), food services (7%), training (5%), 
and computer goods and services (5%).  See table 1 for details.   
 

Table 1: Summary of Top Ten Vendors from FY 2009 through FY2011 
Vendor Name Type of Good/ Service FY 2009 FY 2010 FY 2011 Total

Vendor 1 Construction 748,876$                 15,740,966$            19,014,297$            35,504,139$            
Vendor 2 Consulting 12,905,655$            11,417,370$            8,660,758$              32,983,782$            
Vendor 3 Consulting 17,606,472$            6,862,889$              1,381,260$              25,850,622$            
Vendor 4 Construction 1,323$                     11,106,907$            13,775,384$            24,883,614$            
Vendor 5 Transportation 4,713,261$              7,006,621$              6,018,955$              17,738,837$            
Vendor 6 Adult Care 5,538,888$              5,804,687$              5,029,214$              16,372,788$            
Vendor 7 Construction 4,131,710$              8,642,949$              1,630,859$              14,405,518$            
Vendor 8 Food Services 2,551,916$              4,779,094$              6,213,295$              13,544,305$            
Vendor 9 Training 1,482,755$              3,896,229$              5,372,746$              10,751,730$            

Vendor 10 Computer 2,226,912$              2,643,514$              5,678,872$              10,549,298$            
Subtotal Top 10 Vendors 51,907,769$            77,901,225$            72,775,640$            202,584,633$          

1,661 Other Vendors 71,403,154$            88,303,267$            86,457,452$            246,163,873$          
Unclassified 477,475$                 (461,040)$               6,024,308$              6,040,743$              

123,788,397$          165,743,452$          165,257,400$          454,789,249$           
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Deficiencies in the Procurement of Top Ten Vendors 
We tested 27 procurement transactions totaling $40.3M from the top ten vendors with funding 
sources coming from federal grants, capital projects, special revenues and the General Fund.  Of the 
27 transactions, 19 had no deficiencies.  The remaining eight or 30% of the transactions totaling 
$3.67M were 99% locally funded and had the following deficiencies: 
 

 Escalating Contract Costs – We found amendments to a food services contract for the 
Department of Corrections with added costs of $1.1M that exceeded the 10% threshold allowed 
in the Invitation for Bid (IFB).  These amendments made changes to the price per meal as well 
as an extension to the contract for another five months.  We could not determine if the contract 
was extended any further as it was outside of our scope.    

 Lowest Bidder was Not Awarded and Not Advertised – The procurement file for an IFB issued 
by the Department of Public Works to procure road construction services did not contain 
justification for vendor selection.  We found the lowest bidder was not awarded the contract.  
The procurement file also did not provide evidence of advertisement to the public.  We 
questioned the award of this contract totaling $2M. 

 Sole Source Procurement for Transportation Services - We could not determine if the 
General Services Agency (GSA) did its due diligence to determine if there were other firms 
that could provide transportation services for a procurement completed in 2010.  As a 
result, we questioned the total cost for this service of $6K. 

 Missing Documentation – Six files totaling $532K lacked documentation that would support 
the rationale of the procurement method utilized and the vendor selection.  This was due to 
poor record keeping and inconsistent filing.  There is no filing system in place except for files 
that are reviewed by the Office of Attorney General (AG). It was evident that some agencies 
did not review the files to ensure compliance with Guam Procurement Law and that files are 
complete with correct documentation to support the vendor selection.  These poor controls 
could lead to the loss of important documentation that validates the procurement of the goods 
or supplies. 

 

Conclusion and Recommendation 
With expenditures totaling $454.8M in procurement for goods and services in the last three years, 
there is need for stronger oversight and secondary review of local procurement.  GovGuam 
expenditures have been on an upward trend with over 40% of its business going to ten vendors for 
consulting, construction, computer, and food services each year.  Our audit found deficiencies 
primarily in locally funded procurement of good and services from the top ten vendors.  The 
parameters of utilizing federal funds are often more stringent and scrutinized, which can lead to a 
better handling of the overall procurement process and documentation.   When using local funds for 
procurement, efforts should be made to mirror that same due diligence and control routinely applied 
to federally funded procurements.  We recommend that GSA follow the AG checklist for all 
procurements and utilize the standard templates for various methods of source selection to ensure 
compliance with established procurement regulations.   
 
 

 
Doris Flores Brooks, CPA, CGFM 
Public Auditor 
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Introduction 
 

This report presents the results of our audit of the Government of Guam’s (GovGuam) top ten 
vendors. The audit was initiated as part of the Office of Public Accountability’s Annual Work 
Plan.  Our objectives were to: (1) calculate the cost of goods and services purchased from the top 
ten vendors, and (2) determine if awards to the top ten vendors were made in accordance with 
applicable procurement rules and regulations between fiscal years 2009 and 2011. 
 

 

The audit scope, methodology, and prior audit coverage are detailed in Appendices 2 and 3. 
 
Background 
Guam procurement law defines procurement as the means of buying, purchasing, renting, leasing 
or otherwise acquiring any supplies, services, or construction.  It also includes all functions that 
pertain to obtaining any supply, service, or construction, including the description of 
requirements, selection and solicitation of sources, preparation and award of contract, and all 
phases of contract administration.  One of the purposes of procurement and the procurement law 
and regulations is to provide increased economy in territorial activities and to maximize to the 
fullest extent practicable the purchasing value of public funds of the Territory. 
 

Supplies and services for GovGuam line agencies are generally procured through the General 
Services Agency (GSA), a division under the Department of Administration. GSA is responsible 
for providing centralized procurement and warehousing activities for GovGuam in accordance 
with Public Law 16-24.  The Chief Procurement Officer serves as the central procurement 
officer of the Territory and is responsible for procurement or supervision of all supplies and 
services for the executive branch.  Exemptions of GSA procurement authority include 
architecture, engineering, surveying, investment banking, and works of art and publications.  
GSA’s procurement function is mainly through the issuance of invitation for bids (IFBs).  GSA 
initiates its procurement upon requisition and approvals from agency department heads.   
 

Some GovGuam agencies are also designated to perform certain procurement functions.  
Construction projects are procured through the Department of Public Works (DPW).  The 
Mayor’s Council of Guam (MCOG) has been given the authority to procure supplies or services 
of less than $15,000 (K) without the approval of GSA, and construction projects that do not 
exceed $50K.  In addition, GovGuam agencies have been given the authority to procure 
professional services through a request for proposal (RFP) independently or with the assistance 
of the Office of the Attorney General for proposals costing over $500K.    
 
The top ten vendors were selected through a variety of procurement methods including IFBs, 
RFPs, sole source, and small purchases. Please refer to Appendix 4 for an explanation of these 
methods.  
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Type of Good/ Service No. of Vendors FY 2009 FY 2010 FY 2011 Total Total
Construction 3 4,881,909$              35,490,822$           34,420,540$         74,793,270$            37%
Consulting 2 30,512,127 18,280,259 10,042,018 58,834,404 29%

Transportation 1 4,713,261 7,006,621 6,018,955 17,738,837 9%
Adult Care 1 5,538,888 5,804,687 5,029,214 16,372,788 8%

Food Services 1 2,551,916 4,779,094 6,213,295 13,544,305 7%
Training 1 1,482,755 3,896,229 5,372,746 10,751,730 5%

Computer 1 2,226,912 2,643,514 5,678,872 10,549,298 5%
Subtotal Top 10 Vendors 51,907,769$            77,901,225$           72,775,640$         202,584,633$          100%

1,661 Other Vendors 71,403,154$            88,303,267$           86,457,452$         246,163,873$          
Unclassified 477,475$                 (461,040)$               6,024,308$           6,040,743$              
Grand Total 123,788,397$          165,743,452$         165,257,400$       454,789,249$          

 

Results of Audit  
 

The Government of Guam (GovGuam) awarded over 40% of procured supplies, services, and 
construction to ten vendors in fiscal years (FY) 2009, 2010, and 2011.  The remaining goods and 
services were procured from 1,661 vendors by 32 government line agencies.  During the three 
year period, $123.8 million (M), $165.7M, and $165.2M were spent in FY 2009, 2010, and 2011, 
respectively, for a total of $454.8M. Our audit found deficiencies in the procurement of these ten 
vendors that amounted to $3.67M. Noted deficiencies include:   
 

 Escalating contract costs exceeding allowable amounts;  
 The lowest bidder not being awarded; 
 Utilizing sole source procurement without appropriate justification; and 
 Missing documentation. 

 

These conditions occurred because there was no secondary review of locally funded procurement and 
no standard filing system to ensure proper filing of all procurement documents.   
 
Top Ten Vendors Receive over 40% of GovGuam’s Procurement  

From FY 2009 through 2011, the General Fund expended a total of $454.8M for procurement-
related transactions.  Nearly half of GovGuam’s expenditures on goods and services have been 
with ten vendors for the three year period.  A breakdown by each fiscal year is as follows: 
 

 In FY 2009, a total of $123.8M with 42% or $51.9M being spent on the top ten vendors;  
 In FY 2010, a total of $165.7M was spent with 47% or $77.9M being spent on the top ten 

vendors; and 
 In FY 2011, a total of $165.3M was spent with 44% or $72.8M being spent on the top ten 

vendors. 
 

Based on the Department of Administration’s (DOA) records, the top ten vendors made up 45% 
or $202.6M of the total expenditures.  The 1,661 vendors made up 54% or $246.2M.  
Unclassified transactions representing DOA’s journal vouchers for various agencies comprised 
the remaining 1%. Goods and services among the top ten vendors include construction, 
consulting, transportation, adult care, food services, training, and computer services.    See Table 
1 for a summary of the top ten vendors and Appendices 5 and 6 for more details. 

 

Table 1:  Top Ten Vendors from FY 2009 through FY 2011 by Service/Good 
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Procurement expenditures increased from $123.8M to $165.3M in the three-year period, while the 
number of vendors GovGuam does business with has declined.  In FY 2011, GovGuam 
conducted business with 977 listed vendors, a 17% decrease from the 1,171 vendors in FY 2009.   
 
Thirty agencies procured supplies, services, or construction from the top ten vendors totaling 
$202.6M.  Agencies that have frequently used the services from these vendors include the 
Department of Public Works (DPW), Department of Public Health and Social Services 
(DPHSS), Guam Regional Transit Authority (GRTA), Department of Corrections (DOC), the 
Office of the Governor, and Department of Revenue and Taxation. 
 
Payments made to the top ten vendors comprised of funding from federal grants, capital projects, 
special revenues, and the General Fund. GovGuam continues to rely heavily on funding provided 
from the federal government.  Federal funding has made up a major portion of GovGuam's 
expenditures with $35.8M or 69% in FY 2009, $28.8M or 37% in FY 2010, and $26.2M or 36% 
in FY2011.   
 
With the building of the Layon Landfill, expenditures stemming from capital projects have 
increased over the three years with $3.9M or 8% in FY 2009, $28.2M or 36% in FY 2010, and 
$30.9M or 43% of the total expenditures.   
 
Local (General Fund) and special revenue funds made up the smallest portion of GovGuam's 
expenditures.  The General Fund was the funding source for $6.2M or 12% in FY 2009, $14.8M 
or 19% in FY 2010, and $9.6M or 13% in FY 2011.  Special revenue funds was the funding 
source for $5.9M or 11% in FY 2009, $6.1M or 8% in FY 2010, and $5.9M or 8% in FY 2011.  
See Appendix 5 for further details. 

Overall Expenditures Increase for Top Ten Vendors 
Expenditures for the top ten vendors increased over the three year period with a significant jump 
of nearly $26M or 50% from $51.9M in FY 2009 to $77.9M in FY 2010.  Expenditures for six of 
the ten vendors grew for services related to construction, transportation, food, training, and 
computer goods.  There was a decline in expenditures of $5.1M or 7% from the $77.9M in FY 
2010 to $72.8M in FY 2011.  
 
A construction company received $749K in FY 2009, $15.7M in FY 2010, and $19M in FY 
2011.  This was due to a contract executed by the Federal Receiver for the Layon Landfill access 
road construction, upgrades to area roads, and utility improvements. Another construction 
company received $1K in FY 2009, $11.1M in FY 2010, and $13.8M in FY 2011.  This vendor 
was awarded a contract that was executed by the Federal Receiver for the construction of the 
Layon Landfill.      
 
Expenditures have also increased for the transportation services provided by one vendor over the 
last three years.  This vendor was given $4.7M for its services in FY 2009, $7M in 2010 and 
another $6M in FY 2011.  Transportation services were provided mainly for the Guam Mass 
Transit system.  However, this vendor also was paid for the renting of school busses. 
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A vendor who provided food services to GovGuam received $2.6M in FY 2009, $4.8M in FY 
2010, and $6.2M in FY 2011.  This was an overall increase of $3.7M or 143% over the three 
year period. 
 
Expenditures for training increased when the University of Guam received $1.5M in FY 2009, 
$3.9M in FY 2010, and $5.4M in FY 2011.  This was an overall increase of $3.9M or 262% over 
the three year period.   
 
Computer services provided by one vendor increased from $2.2M in FY 2009, to $2.6M in FY 
2010, and $5.7M in FY 2011.  This was an overall increase of $3.5M or 155% over the three 
year period.  When the government procures services to create software systems, costs of 
servicing that system continue with that specific vendor because that vendor has proprietary 
rights over the software system created. 
 
Procurement Deficiencies of Top Ten Vendors 

We reviewed 27 transactions totaling $40.3M that were procured through various methods.  Nine 
were procured through IFBs, seven were procured through RFPs, two were procured through 
sole source, two were procured through blanket purchase agreements (BPAs), and seven were 
procured through small purchases.  We found eight transactions totaling $3.67M had the 
following procurement deficiencies: contract costs were escalated beyond its allowable amount, 
procurement was not awarded to the lowest bidder, sole source was utilized without appropriate 
justification, and overall poor recordkeeping and documentation.  Of the $3.67M, $3.66M or 
99% came from local government funds. 

Escalating Contract Costs for Food Services 
In March 2008, an IFB was issued by GSA on behalf of the Department of Corrections (DOC) to 
procure food services for DOC inmates at the adult correctional facility and the Hagatna 
Detention Facility.  More than one purchase order (PO) was generated from this IFB.  The first 
PO was issued in October 2009 and ended in January 2010 for an original amount of $916K; 
however $96K was liquidated from this PO leaving an ending total of $820K. A second purchase 
order was issued and incurred costs that exceeded the 10% threshold that was allowed in the IFB.  
The second PO amount of $840K increased by $1.1M, or 136%, to nearly $2M.  We questioned 
the escalation cost totaling $1.1M that was incurred through various amendments made on this 
PO exceeding the allowable cost in which the agency did not issue a new bid.  A memo on file 
indicated that the request for time extension was due to the Department needing time to update 
and enhance the existing contract to fit the department’s current needs and setting.   
 
The IFB allowed for the Chief Procurement Officer (CPO) to approve up to 10% escalation costs 
as stated in the IFB. Several amendments were made to the PO to increase the total amount, 
change the agreement on the price for each meal, and extend the time period of the purchase 
order.  Initial meal rates for breakfast, lunch, and dinner were $4.50, $5.50, and $6.00, 
respectively. Due to the increase of fuel costs, the vendor had requested for an increase in meal 
prices to become $4.75, $6.00, and $6.50 for breakfast, lunch, and dinner, respectively. 
Amendments were made thereafter to extend the period of the contract from May 2011 to 
September 2011. Although there was a planned expiration date, an amendment was made each 
month from June 2011 to September 2011 to extend and increase the contract price and period. 
We were unable to determine if DOC further extended the contract price and period into fiscal 
year 2012 utilizing the same amendments.  We noted that during the establishment of this 
procurement the Attorney General (AG) was not required to review such files even if the amount 
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exceeded $500K.  Had a secondary review been conducted, the government could have 
proceeded in a more efficient manner and would have provided oversight and guidance to ensure 
the government received maximum competition for the services provided and complied with 
established procurement regulations.   

Lowest Bidder was not awarded in Construction Project  
An IFB was issued by DPW to procure construction services at the San Vitores Road.  We 
questioned this $2M project because it was not awarded to the lowest bidder. The memorandum 
included in the file stated that the winning vendor was the lowest bidder with a total amount of 
$6.7M.  However, we found that the second vendor noted in the evaluation sheet provided a total 
bid amount of $6.5M.  DPW officials later explained that the procurement personnel at that time 
may have only selected a few of the construction services offered in the bid due to limited 
funding.  This explanation was not documented and maintained in the procurement file; 
therefore, we were unable to verify DPW’s rationale.  As legally required, the procurement file 
should maintain a complete record of each procurement file, inclusive of rationale for 
determining the lowest bidder.   
 
This file also did not provide evidence of proper advertisement.  Procurement regulations require 
that procurement in excess of $25K shall be publicized at least once and at least seven days 
before the final date of submission of bids in (1) a newspaper of general circulation on Guam; (2) 
a newspaper of local circulation in the area pertinent to the procurement; (3) industry media; or 
(4) a government publication designed for giving public notices.  The “Chronology of Events” in 
the procurement file indicated advertisement dates, but the actual advertisement was not found 
on file.  Again, a secondary review of authority was not required which would have caused DPW 
to maintain such documentation for review and approval.     

Sole Source Procurement for Transportation Services  
Transportation services procured in 2010 for DPHSS lacked documentation of having sent out a 
request for quotation (RFQ) to at least three vendors.  During our review of the file we found no 
evidence that the RFQ for transportation services was sent to any other vendor, rather 
documentation on file reflect that the RFQ was only sent to this one vendor.  
 
The GSA CPO determined this procurement to be sole source procurement and relied upon 
documentation from a request for information (RFI) dated 2008.  The documentation reviewed 
on file was a letter dated in 2007 from this one vendor notifying the government that they are the 
only company to provide the services. Further there was no memo to file justifying the 
continuance of this vendor as a sole source service provider, nor any updated documentation 
reflecting such designation.  As such, we could not determine if GSA did its due diligence in 
seeking if there were other firms that could provide the transit service for this procurement 
completed in 2010.  As a result we questioned the total cost for this service of $6K.  

Missing Documentation  
Our review revealed some agencies did not ensure procurement files were in compliance with 
Guam’s Administrative Rules and Regulations (2 GAR division 4 §3129) that require files to be 
complete with correct documentation to support the selection of vendors.  Guam procurement 
rules and regulations require that the purchasing agency maintain a complete record of each 
procurement file which includes contract administration. Six files totaling $532K lacked 
documentation that would support the reasoning of using a certain procurement method and the 
selection of the vendor.  We found the following: 
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 An IFB issued by GSA for the DPHSS for transportation services totaling $100K had no 
evidence that supported the selection of the vendor. 

 Sole source procurement issued by GSA for the Guam Regional Transit Authority used 
outdated documents to support the use of this selection method.  This procurement 
occurred in December 2010 and had included a memo dated November 2007 from the 
GSA CPO stating that the vendor was the sole provider.  GSA officials told us sole 
source procurement of these transportation services was justified based on a court order 
that is located in the procurement file, however such documentation was not found in the 
file.  We questioned the PO amount of $409K. 

 A BPA issued by GSA for DOA for computer services cost $3K. It provided 
documentation that a BPA is in the government’s best interest; however, the 
documentation was dated in 2003 and procurement for these services was performed in 
2009. There were no updated documents maintained on file to justify utilization of the 
BPA.   

 GSA issued a BPA for grocery items which cost $4K and did not include documentation 
of any communication with the selected vendor to secure maximum discounts and other 
necessary details.  We also did not find any justification of why this vendor was selected.  
It was only through our discussions with GSA officials where we found out that BPAs 
are just established with three vendors; however, we were unable to ascertain whether all 
competitive sources are being given an equal opportunity to furnish the required supplies 
or services as required by procurement regulations.    

 A small purchase for grocery items issued by MCOG cost $11K was treated as an “open 
purchase agreement” or BPA; however the procurement file did not show any 
documentation of a BPA being equally established with three different vendors as 
required by law.  An "open purchase" was established with two other vendors with 
similar descriptions provided in the purchase order.  However, the POs for the two other 
vendors were not established until September 20, 2011 and August 23, 2011, 
approximately ten months after the open purchase agreement established with the tested 
vendor.  The PO amounts were also different.  This food services vendor had an original 
PO amount of $3,900; the second vendor had an original amount of $1,500 and the third 
vendor had an original amount of $2,000. 

 
Agencies have maintained poor procurement records.  The files were inconsistent and had no 
standard template for filing except for files that have already been reviewed by the AG.  There 
was a significant difference in files that were to be reviewed by third parties such as the AG.  For 
example, procurement files that were reviewed by the AG provided a checklist and references as 
to where those documents could be found.  Following the checklist provided convenience to our 
review.  In procurement files that were not reviewed by the AG or another third party, the filing 
appeared to be in disarray and unorganized.  Amendments to IFBs and to the PO were not in any 
particular order and there were no labels or headings in the file.  In the interest of 
standardization, effectiveness and efficiency, procurement files should maintained in an orderly 
manner.   

Other Matters  
During the course of our audit, there were two issues that came to our attention – GovGuam’s 
ties with a software services vendor and direct payments. 
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Continued Computer Services with One Vendor 
GovGuam has been primarily tied to one vendor who claims to hold proprietary information over 
computer software that is used by the GovGuam systems.  It is also stated that this software is 
only allowed to be modified by this vendor; such restrictive language lends itself to one company 
holding a monopoly over GovGuam’s computer infrastructure. This vendor has received nearly 
$11M over the last three years. The continuance of service contracts from this vendor will likely 
increase in the upcoming years.   
 
When customized software or a customized system is set-up and created for the government by a 
vendor, that vendor is then tied to the government to provide maintenance services because of 
the ownership rights of the system or software’s source code.  Various agencies such as the 
Superior Court, Department of Public Health and Social Services, and the Department of 
Administration have entered into service contracts with different vendors to create a system 
specific to their agency’s needs and have ultimately become “married” to the vendor because the 
vendor is the owner of the source code and not the government.  The government may own the 
software or the system, but it does not own the source code to make any changes or have another 
vendor service or maintain it.  This has caused agencies to continue their contracts with specific 
vendors thereby creating sole source contracts.    

Direct Payments 
Direct payments are payments authorized by DOA for vendors without a previous obligation or 
commitment. We identified that GovGuam expended an additional $542.8M over the last three 
years in direct payments made by DOA.  Of this amount, the top vendors received an additional 
$5.3M in direct payments.  As these amounts are significant, this information will be 
incorporated in OPA’s risk assessment and audit planning process.   
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Conclusion and Recommendations 
 
Government of Guam procurement expenditures totaled $454.8M and has been on an upward 
trend over the last three years with over 40% of its business going to ten vendors for consulting, 
construction, computer, and food services each year.  We tested transactions totaling $40.3M 
from these ten vendors and found deficiencies that were not in compliance with Guam 
Procurement Law and Regulations amounting to $3.67M.  Of that $3.67M, $3.66M or 99% was 
procurement with local government funds.  Deficiencies included the procurement of goods and 
services with limited competition, without appropriate approvals and documentation, without 
rationale for amendments to contract amounts, and without justification for sole source 
procurement.  These conditions occurred because of poor procurement planning, lack of review 
by a third party for amounts over a certain threshold, and lack of due diligence in maintaining 
procurement records. 
 
Our audit determined that government agencies generally provide stronger oversight and greater 
diligence managing procurement that will be reviewed by a third party such as the Attorney 
General or a federal agency.  Efforts should be made to mirror that same due diligence when using 
local funding sources.  Therefore, we recommend that GSA follow the AG checklist for all 
procurement and utilize a standard template for the various methods of source selection to ensure 
compliance with established regulations.  We also suggest GSA strengthen staff training 
pertaining to the administration of procurement records. 
   

 



11 

Managements’ Responses & OPA Reply      

 
A draft report was transmitted to GSA, DPW, and MCOG, in December 2012, for their official 
response.  In December, OPA met with GSA, DPW, and MCOG officials to discuss the audit 
findings and recommendations.  
 

The GSA Acting Chief Procurement Officer disagreed with the audit findings as follows: 
 

1. Escalating Contract Cost:  GSA states the first purchase order was issued on April 21, 2008 
in the total amount of $129,000 and that escalation cost did not exceed 10%.   Based on our 
review, PO’s total $2.8M compared to the original PO amounts of $1.8M and exceeds the 
10% from original contract amount.   

2. Sole Source Procurement  for Transportation Services:  GSA disagrees on the basis that it did 
its due diligence in issuing an RFI for transportation services in FY 2009 and FY 2010 and 
maintains documentation in the procurement file.  GSA also states that RFQ’s are not 
required under the sole source method.  We found no RFI on file for FY 2009 and FY 2010. 
The RFI GSA attached in its response is relative to maintenance services and supplies.  OPA 
understands that RFQs are not required under sole source procurement; however this 
particular procurement was initiated as a small purchase procurement. 

3. Missing Documentation:  GSA subsequently provided documentation of a bid evaluation and 
analysis for transportation services of $99K.  This documentation was not provided at the 
time of our review and secondary review.  GSA also states that regulations do not require 
written determination of using blanket purchase agreements to be updated on an annual or 
fiscal basis, but that written determination is required.  While annual updates are not 
required, GSA should reference documentation that is in a reasonable time frame. 

See Appendix 7 for GSA’s management response.  
 

The DPW informed the OPA and subsequently provided oral, but not written justification that the 
lowest bidder was in fact chosen.  There was no evidence maintained in the file of DPW’s rationale 
or position of removing certain additives that would qualify it to be the lowest bidder.   See Appendix 
8 for DPW’s management response. 
 

The MCOG Executive Director generally concurs with OPA’s findings and recommendations and 
has taken steps to ensure that procurement policies and recommendations will be adhered to. 
 

The legislation creating OPA requires agencies to prepare a corrective action plan to implement audit 
recommendations, to document the progress of the implementation of the recommendations, and to 
endeavor to have implementation completed no later than the beginning of the next fiscal year. 
Accordingly, our office will be contacting GSA to establish target dates and titles of officials 
responsible for implementing the recommendations.  We appreciate the cooperation and assistance 
shown by the GSA, DPW, DMHSA, DPHSS, and MCOG. 
 

OFFICE OF PUBLIC ACCOUNTABILITY 
 

 
Doris Flores Brooks, CPA, CGFM 
Public Auditor 
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Appendix 1:  

Classification of Monetary Impact 
 

Findings Fund Source 
Questioned 

Costs 
1. Analysis of Top Ten Vendors 

From FY 2009-2011, GovGuam spent a total of 
$454.8M, of which the Top Ten Vendors received: 
 In FY 2009, a total of $123.8M with 42% or 

$51.9M being spent on the top ten vendors;  
 In FY 2010, a total of $165.7M was spent with 

47% or $77.9M being spent on the top ten 
vendors; and 

 In FY 2011, a total of $165.2M was spent with 
44% or $72.8M being spent on the top ten 
vendors. 
 

 

$                         
- 

2. Escalating Contract Costs for Food Services 
Amendments made to a food services contract 
exceeded the allowable escalation costs of 10%. 

General 
Fund 

$   1,139,281.00  

3. Award not given to Lowest Bidder in 
Construction 
The procurement file did not justify the selection 
of the bidder who did not provide the lowest bid. 

General 
Fund 

$    2,000,000.00 

4. Sole Source Procurement for Transportation 
Services 
Outdated documentation to support justification 
for utilizing sole source procurement for 
transportation services for the Department of 
Public Health and Social Services. 

Federal 
Grant Fund 

$           5,760.00 

 
L.O. 
HIGHWAY 
BOND 
2001A-CPF 

$         99,887.00 

Special 
Revenue 

$       408,720.00 

General 
Fund 

$         14,200.00 

Federal 
Grant Fund 

$           3.498.00 

5. Missing Documentation of $532K 
Six procurement files reviewed did not provide 
documentation that would support the reasoning of 
using that particular procurement method and the 
selection of the vendor. 

General 
Fund 

$         11,000.00 

Totals  $    3,671,346.00 
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Appendix 2:  

Audit Scope and Methodology 
 

The audit scope included a review of laws, rules and regulations, policies, prior audit findings, 
and other information pertinent to government procurement for the 36-month period between 
October 1, 2008 and September 30, 2011.  Our review did not include procurement performed by 
autonomous agencies. We examined expenditures of the General Fund and its related funds as 
well as related procurement files from General Services Agency (GSA), Department of Public 
Works (DPW), Department of Mental Health and Substance Abuse (DMHSA), Department of 
Public Health and Social Services (DPHSS), and the Mayors’ Council of Guam (MCOG).   
 
To accomplish our objectives, we performed the following: 

 Identified OPA hotline tips relative to the objectives of this engagement. 
 Reviewed and summarized prior audit coverage relative to the objectives of this 

engagement. 
 Gained an understanding of the policies, procedures, applicable laws, and regulations 

pertaining to government procurement and the methods of selection.  
 Examined internal controls over procurement and assessed the risk of fraud, including the 

risk of preferential treatments. 
 Interviewed key officials of DOA, GSA, DPW, DPHSS, DMHSA, and MCOG. 
 Analyzed expenditure data from DOA to identify and calculate the cost of the top ten 

vendors amongst the government line agencies. 
 Tested 27 purchase orders and contracts for compliance with established rules and 

regulations.  These were for goods and services that were procured through the following 
procurement methods: invitation for bids, request for proposals, small purchases, sole 
source, and blanket purchase agreement.   

 
We conducted this audit in accordance with the standards for performance audits contained in 
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. We believe that the evidence obtained provides a 
reasonable basis for our findings and conclusions based on our audit objectives. 
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Appendix 3:  

Prior Audit Coverage Page 1 of 2 
 
OPA Report No. 03-07: General Services (GSA) Agency Tendan Gobetnu 
The Office of Public Accountability (OPA) conducted a performance audit on Tendan Gobetnu 
which is an operation under GSA to purchase supplies at a wholesale price and have Government 
of Guam agencies purchase supplies from this operation rather than from particular vendors.  
The audit findings within the report confirm that the Tendan Gobetnu operation was no longer 
cost-effective to the government.  Some of the findings included: (1) Overhead costs are being 
absorbed by DOA resulting in an overall loss of $183,000 for FY 2002; (2) Receivables were at 
$2.2 million due to non-payment by autonomous agencies, and (3) Inadequate controls were in 
place over the inventory resulting in inventory loss of over $48,000.  The OPA recommended 
that the Tendan Gobetnu operation be closed. 
 
OPA Report No. 04-05: GSA Small Purchases Procurement Function 
The OPA conducted a performance audit on GSA’s small purchases procurement function to 
determine if small purchases of $15,000 and below were awarded to vendors based on fair and 
open competition and in compliance with Guam Procurement Laws and Regulations.  Audit 
findings concluded that GSA was not consistent in their compliance with Guam Procurement 
Laws and Regulations.  The audit found lack of planning, possible artificial division of 
purchases, lack of competition, possible preferential selection of vendors and missing 
procurement documentation.  It was recommended that GSA stop issuing multiple POs to the 
same vendor in one day and ensure that purchases are publicized and competitively bid.  Three 
quotations should also be obtained and that all procurement files should be complete.  
 
OPA Report No. 04-08: GSA Blanket Purchase Agreements Procurement Function 
The OPA conducted a performance audit on GSA’s blanket purchase agreements (BPAs) 
procurement function.  The objectives of the audit were to determine whether BPAs awarded to 
vendors were based on fair and open competition and in compliance with Guam Procurement 
Laws and Regulations.  The audit found that BPAs were not procured based on fair and open 
competition and unequally awarded to favor a single vendor.  The audit also found excessive and 
improper procurement of food, inconsistent application of BPA regulations, lack of procurement 
monitoring and review, and incomplete documentation of procurement.  Recommendation by the 
auditors included establishing written policies and procedures, having DOC analyze food 
purchases made by the agency and make efforts to reduce average food cost per inmate, and have 
the Attorney General provide guidance on handling unsigned contracts when services are 
urgently needed. 
 
OPA Report No. 04-14: GSA Competitive Sealed Bidding, Sole Source, and Emergency 
Procurement Functions 
The OPA conducted a performance audit on GSA’s competitive sealed bidding, sole source, and 
emergency procurement functions.  The audit found that GSA was not meeting the overall 
mission in providing effective and efficient procurement services and it was not clear if 
purchases worth $15.3 million fostered broad-based competition and were made in the 
government’s best interest.  Some recommendations made were to: (1) discontinue leasing  
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Appendix 3:  

Prior Audit Coverage      Page 2 of 2 
 
and/or purchasing equipments under the two expired copier bids and the lease of motor vehicles 
and issue invitations for bid to solicit for these types of procurement, (2) discontinue the practice 
of utilizing “existing territorial contracts” and begin to plan and execute invitations for bid for all 
procurement, and (3) independently verify the rationale for sole source purchases and eliminate 
the use of GSA’s standardized sole source determination form. 
 
OPA Report No. 11-12: General Services Agency Small Purchases Procurement Follow-Up 
Audit 
The OPA conducted a follow-up audit on the Small Purchases Function of GSA.  The audit 
found that GSA was using the small purchases procurement method when competitive sealed 
bidding should have been used for recurring items government agencies use.  Three purchase 
orders (POs) were found to have exceeded the $15,000 small purchase threshold.  The audit also 
found that the Mayor’s Council of Guam, that procures for its own goods and services, did not 
comply with procurement regulations in expending $95,843 on small purchases.  
Recommendations were made which included establishing IT controls so that small purchase 
POs exceeding $15,000 will be rejected; analyzing recurring small purchases of line agencies 
and consolidate procurement of these requirements through competitive sealed bidding; 
reestablishing credit and buying relationships with federal agencies and other low cost vendors to 
take advantage of lower prices for medications. 
 
Government of Guam Financial Audits FY 2008 through 2010 
Guam GSA is funded through the Government of Guam General Fund and is covered under the 
GovGuam Wide Financial Audit.  In FY 2008, Guam GSA had a budgeted amount of $796,792, 
but actual amount in expenditures was $796,790.  In FY 2009, Guam GSA had a budgeted of 
$802,001, and actual amount in expenditures was $802,001.  In FY 2010, Guam GSA had a 
budgeted amount of $825,939 and actual amount in expenditures was $825,939. 
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Appendix 4:  

Summary of Types of Procurement    Page 1 of 2 
 
Guam procurement law states that all GovGuam contracts shall be awarded through competitive 
sealed biddings (i.e. IFBs), except for the procurement of professional services (RFPs) and 
except as authorized by: (1) Small Purchases, (2) Sole Source Procurement, (3) Emergency 
Procurement, and (4) Procurement for Non-Profit Corporations.   
 
Invitation for Bids:  In competitive sealed bidding, an IFB is issued that includes the purchase 
description and all contractual terms and conditions that are applicable to the procurement.  
Guam Administrative Rules and Regulations require that public notice be made to a sufficient 
number of vendors for the purpose of securing competition.  Procurement in excess of $25,000 
shall be publicized at least once and at least seven days before the final date of submission of 
bids in (1) a newspaper of general circulation on Guam; (2) a newspaper of local circulation in 
the area pertinent to the procurement; (3) industry media; or (4) a government publication 
designed for giving public notices.  A minimum of 15 days shall be provided for bidding time for 
a vendor unless a shorter time is deemed necessary as determined in writing by the procurement 
officer.  Bids submitted shall be evaluated based on the requirements set forth in the IFB.  The 
contract shall be awarded to the lowest responsible and responsive bidder whose bid meets the 
requirements set forth in the IFB.  In instances where only one bid is received, the award may be 
made to the single bidder if the Procurement Officer finds that the price submitted is fair and 
reasonable, and that either other prospective bidders had reasonable opportunity to respond, or 
there is not adequate time for re-solicitation. 
 
Request for Proposals:  This solicitation process is used for procuring the services of 
accountants, physicians, lawyers, dentists, licensed nurses, and other licensed health 
professionals and other professionals.  Any using agency of the Government of Guam may act as 
a Purchasing Agency for request for proposals except as otherwise provided by law.  The head of 
the using agency or a designee of such officer shall determine in writing, prior to announcing the 
need for any such services: (1) that the services to be acquired are services authorized to be 
procured by 5 G.C.A. §5121(a) and 2 G.A.R., Div. 4, Chap. 3, §3114(a); (2) that a reasonable 
inquiry has been conducted, which shall include requesting the appropriate Personnel Services 
Department to report on the availability of such personnel, and the territory does not have the 
personnel nor resources to perform the services required under the proposed contract; (3) the 
nature of the relationship established between the using agency and the contractor by the 
proposed contract; and (4) that the using agency has developed, and fully intends to implement, a 
written plan for utilizing such services which will be included in the contractual statement of 
work.  Just as in an IFB, procurement in excess of $25,000 shall be publicized at least one and at 
least seven days before the final date of submission of bids in any of those described above.  
Proposals shall be evaluated only on the basis of evaluation factors stated in the RFP.   
 
Small Purchases between $500 and $15,000: The Regulations require no less than three 
positive written quotations from businesses to be solicited.  In practice, this means that Request 
for Quotations must be faxed, mailed, or emailed to at least three (3) vendors.  Written 
quotations from vendors, which should include the vendor name, identify the vendor's personnel 
authorized to submit the quotation, and the date and amount of each quotation, must be recorded  
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Appendix 4:  

Summary of Types of Procurement    Page 2 of 2 
 
and placed in the procurement file which shall be maintained as public record.  Awards shall be 
made to the lowest responsible and responsive bidder.  Procurements under this section shall not 
be artificially divided to render a small purchase and avoid using other selection methods. 
 
Sole Source Procurement: A contract may be awarded for a supply, service, or construction 
item without competition when the Chief Procurement Officer, the Director of Public Works, the 
head of a purchasing agency, or a designee of either officer above the level of the Procurement 
Officer determines in writing that there is only one source for the required supply, service or 
construction item.  Such determination and the basis therefore shall be in writing.  Such officer 
may specify the application of such determination and the duration of its effectiveness.  In cases 
of reasonable doubt, competition should be solicited.  Any request by a using agency that 
procurement be restricted to one potential contractor shall be accompanied by an explanation as 
to why no other will be suitable or acceptable to meet the need. 
 
Emergency Procurement: The Chief Procurement Officer, the Director of Public Works, the 
head of a purchasing agency, or a designee of either officer may make or authorize others to 
make emergency procurements when there exists a threat to public health, welfare, or safety 
under emergency conditions, provided that such emergency procurements shall be made with 
such competition as is practicable under the circumstances.  A written determination of the basis 
for the emergency and for the selection of the particular contractor shall be included in the 
contract file. 
 
Specifications are developed to serve as a basis for obtaining a supply, service, or construction 
item that is adequate and suitable for the territory’s needs.  It is policy that specifications permit 
maximum practicable competition.  All specifications shall seek to promote overall economy for 
the purposes intended and encourage competition in satisfying the territory’s needs, and shall not 
be unduly restrictive. 
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Appendix 5:  

Breakdown of FY 2009 - 2011 Top Ten Vendors  
 

 
 
 
 
 

Vendor No. Type of Good/ Service FY 2009 FY 2010 FY 2011 Total
Common Size 

Ratio
Purchasing Agencies

Vendor 1 Construction 748,876.02$            15,740,965.85$       19,014,296.75$       35,504,138.62$       8% DPW, Office of the Governor
Vendor 2 Consulting 12,905,654.59         11,417,369.99         8,660,757.54           32,983,782.12         7% DPW
Vendor 3 Consulting 17,606,472.45         6,862,889.38           1,381,260.28           25,850,622.11         6% DPW, Office of the Governor
Vendor 4 Construction 1,322.85                  11,106,906.87         13,775,384.20         24,883,613.92         5% DPW, Mayor's Council of Guam
Vendor 5 Transportation 4,713,261.00           7,006,620.50           6,018,955.18           17,738,836.68         4% DPHSS, DOA, GRTA, DPW
Vendor 6 Adult Care 5,538,888.06           5,804,686.79           5,029,213.57           16,372,788.42         4% AGO, DMHSA, DISID, DPHSS, Office of the Governor
Vendor 7 Construction 4,131,710.43           8,642,948.85           1,630,858.66           14,405,517.94         3% DPW

Vendor 8 Food Services 2,551,915.69           4,779,093.99           6,213,295.43           13,544,305.11         3%

Customs & Quarantine Agency, Dept of Agriculture, DOC, 
DMHSA, DPHSS, DYA, Guam Public Library, Lt. Governor's 
Office, Mayor's Council, DISID, Office of the Governor, GFD, 
Guam Public Library, DOA

Vendor 9 Training 1,482,755.44           3,896,228.61           5,372,746.29           10,751,730.34         2%

AHRD, BSP, Dept of Agriculture, DOL, DMHSA, DPHSS, DPW, 
DISID, Guam Commission for Education Certification, GEC, 
GEPA, Mayor's Council, Guam Energy Office, DYA, DOC, AGO, 
Office of the Governor

Vendor 10 Computer 2,226,912.10           2,643,514.27           5,678,871.71           10,549,298.08         2%

AHRD, BBMR, DOA, Dept of Agriculture, DOC, DOL, DLM, 
DMHSA, DPHSS, DPW, DRT, DISID, GEPA, GFD, GPD, Guam 
Public Library, Office of the Governor, CLTC, Guam Commission 
for Education Certification, Guam Energy Office, Customs & 
Quarantine, DYA, DOC, AGO, BSP, CSC

Subtotal Top 10 Vendors 51,907,768.63$       77,901,225.10$       72,775,639.61$       202,584,633.34$     
1,661 Other Vendors 71,403,154.10$       88,303,266.93$       86,457,451.62$       246,163,872.65$     54%

Unclassified 477,474.65$            (461,040.34)$          6,024,308.38$         6,040,742.69$         1%
123,788,397.38$     165,743,451.69$    165,257,399.61$    454,789,248.68$    100%
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Rank Vendor Name Fund Source FY 2009 FY 2010 FY 2011 Total
Vendor 1 Local 748,876.02$            3,944,000.00$         -$                        4,692,876.02$         

Federal -                          2,218,902.14           2,037,596.31           4,256,498.45           
Capital Projects -                          9,578,063.71           16,976,700.44         26,554,764.15         
Special Revenue -                          -                          -                          -                          

Total 748,876.02              15,740,965.85         19,014,296.75         35,504,138.62         

Vendor 2 Local -                          -                          58,944.47                58,944.47                
Federal 12,905,654.59         11,417,369.99         8,601,813.07           32,924,837.65         
Capital Projects -                          -                          -                          -                          
Special Revenue -                          -                          -                          -                          

Total 12,905,654.59         11,417,369.99         8,660,757.54           32,983,782.12         

Vendor 3 Local
Federal 17,606,472.45         6,862,889.38           1,381,260.28           25,850,622.11         
Capital Projects -                          -                          -                          -                          
Special Revenue -                          -                          -                          -                          

Total 17,606,472.45         6,862,889.38           1,381,260.28           25,850,622.11         

Vendor 4 Local 1,322.85                  -                          -                          1,322.85                  
Federal -                          -                          1,083,327.07           1,083,327.07           
Capital Projects -                          11,106,906.87         12,692,057.13         23,798,964.00         
Special Revenue -                          -                          -                          -                          

Total 1,322.85                  11,106,906.87         13,775,384.20         24,883,613.92         

Vendor 5 Local 589,737.00              3,420,148.75           2,159,758.18           6,169,643.93           
Federal 545,727.75              494,971.75              1,092,065.00           2,132,764.50           
Capital Projects
Special Revenue 3,577,796.25           3,091,500.00           2,767,132.00           9,436,428.25           

Total 4,713,261.00           7,006,620.50           6,018,955.18           17,738,836.68         

Vendor 6 Local 2,557,588.30           4,606,865.73           4,147,402.98           11,311,857.01         
Federal 2,667,019.68           623,865.66              81,965.29                3,372,850.63           
Capital Projects -                          -                          -                          -                          
Special Revenue 314,280.08              573,955.40              799,845.30              1,688,080.78           

Total 5,538,888.06           5,804,686.79           5,029,213.57           16,372,788.42         

Vendor 7 Local -                          -                          -                          -                          
Federal 158,247.04              1,121,773.89           333,077.39              1,613,098.32           
Capital Projects 3,973,463.39           7,521,174.96           1,297,781.27           12,792,419.62         
Special Revenue -                          -                          -                          -                          

Total 4,131,710.43           8,642,948.85           1,630,858.66           14,405,517.94         

Vendor 8 Local 1,334,937.43           2,221,015.50           2,756,541.34           6,312,494.27           
Federal 6,398.91                  1,399,621.13           2,302,042.81           3,708,062.85           
Capital Projects -                          -                          -                          -                          
Special Revenue 1,210,579.35           1,158,457.36           1,154,711.28           3,523,747.99           

Total 2,551,915.69           4,779,093.99           6,213,295.43           13,544,305.11         

Vendor 9 Local 3,550.00                  18,369.56                2,588.54                  24,508.10                
Federal 1,302,475.48           3,857,508.25           5,368,557.75           10,528,541.48         
Capital Projects -                          -                          -                          -                          
Special Revenue 176,729.96              20,350.80                1,600.00                  198,680.76              

Total 1,482,755.44           3,896,228.61           5,372,746.29           10,751,730.34         

Vendor 10 Local 929,292.50              578,663.37              511,543.01              2,019,498.88           
Federal 635,322.60              791,286.40              3,972,828.21           5,399,437.21           
Capital Projects -                          -                          -                          -                          
Special Revenue 662,297.00              1,273,564.50           1,194,500.49           3,130,361.99           

Total 2,226,912.10           2,643,514.27           5,678,871.71           10,549,298.08         

Grand Totals Local 6,165,304.10$         14,789,062.91$       9,636,778.52$         30,591,145.53$       
Federal 35,827,318.50         28,788,188.59         26,254,533.18         90,870,040.27         
Capital Projects 3,973,463.39           28,206,145.54         30,966,538.84         63,146,147.77         
Special Revenue 5,941,682.64           6,117,828.06           5,917,789.07           17,977,299.77         

51,907,768.63$       77,901,225.10$       72,775,639.61$       202,584,633.34$     
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To improve the public trust,  
we audit, assess, analyze, and make recommendations  

for accountability, transparency,  
effectiveness, efficiency, and economy of the government of Guam 

independently, impartially, and with integrity. 

Guam is the model for good governance in the Pacific.   
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