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April 2002 
 
Honorable Felix P. Camacho 
Chairman, Committee on Tourism, Transportation  
and Economic Development  
26th Guam Legislature 
 
Dear Senator Camacho: 
 
An investigation into certain procurement practices of the Guam Mass Transit Authority 
(GMTA) was initiated by the Office of the Public Auditor (OPA) based on your request of 
January 16, 2002.  In your letter you acknowledged that although the allegations in 
question were not large, you were concerned because “they may be indicative of a 
more widespread problem within the authority.” In July 2001, we issued our report on 
credit card abuse at GMTA. 
 

Scope and Objective 
 
The scope of our investigation was confined to the two allegations outlined in the 
January 16, 2002 letter plus a third allegation received by the OPA. 
 
The objective of our investigation was to gather and analyze evidence to form a 
conclusion as to whether the evidence supports or does not support the allegations.  
The allegations were: 
 

1. The selected vendor was allowed to submit a second bid in connection with a 
request for accounting services; 

2. A contract for janitorial services was about to be awarded to a company that was 
not the lowest bidder; and 

3. GMTA awarded and purchased 12R22.5 bus tires from a vendor with a higher 
price and not the lowest cost vendor. 

 
Specific Findings and Conclusions 

 
Allegation # 1: 
A CPA firm provided accounting services during the first week of October 2001, and 
was paid $400 on October 15, 2001.  There was no written report for the accounting 
services rendered by the CPA firm. 
 
Under Guam Procurement Regulations Section 3.204.03.1 for purchases of between 
$500 and $5,000, the agency is required to obtain three telephonic or written quotes in 
so far as practical.  For small purchases of less than $500, Section 3.204.05 states that 
the Chief Procurement Officer shall adopt operational procedures for obtaining 
adequate and reasonable competition with records to properly account for funds.  The 
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procurement regulations for small purchases, do not address whether an agency may 
subsequently contact a vendor for a more competitive price for small purchases. 
 
Professional services, on the other hand, are usually procured through a Request for 
Proposal (RFP).  Proposals are reviewed to determine the most qualified Offeror.  After 
the selection is made of the most qualified Offeror, the Agency may negotiate the fee 
with the selected Offeror.1 
 
Three CPA firms were requested to submit quotes.  In the procurement file, we found 
one vendor submitted a quote for $480, another vendor for $400.  We confirmed that 
the third vendor declined to submit a quote. 
 
Testimony from GMTA staff indicated that there was an earlier quote from the selected 
vendor for a higher amount.  The selected vendor also acknowledged that he initially 
submitted a bid for $680 (8 hours @ $85); but was subsequently contacted by the 
Acting General Manager to submit a more competitive quote.  There is no record of the 
$680 quote in the GMTA file. 
 
The Acting General Manager acknowledged to OPA staff that he is a “good friend” of 
one of the principals of the selected firm.  Further we learned that the Acting General 
Manager was listed as the Vice President of a business venture in which the principals 
of the selected firm were significant shareholders. 
 
Conclusion: 
Because there is no specific prohibition for an agency to negotiate a better price for 
purchases under $500, there does not appear to be a violation of procurement 
regulations.  This conclusion is supported by the fact that if the procurement transaction 
for accounting services had been conducted through a Request for Proposal, the 
agency would have been free to negotiate the price most advantageous to the 
government.  There is no evidence that the relationship between the Acting General 
Manager and the selected CPA firm adversely affected the government.  In fact, the 
Acting General Manager had obtained a better price. 
 
Allegation # 2: 
A Request for Quote (RFQ) was developed for janitorial services for the three-month 
period, January 2002 to March 2002.  The scope of the janitorial services was not only 
for the cleaning of the GMTA administrative building but also for the cleaning of GMTA 
bus shelters.  The changes to the specifications that accompanied the RFQ made by 
the Acting General Manager were mainly the deletion of janitorial services at the GMTA 
administrative building.  These changes, however, were not incorporated into the RFQ 
that was sent out to prospective vendors. 
 
The four quotes for janitorial services in file were as follows: 1) $1,500; 2) $1,600; 3) 
$1,900; and 4) $4,296.96 per month.  The RFQ was cancelled, but there was no 
evidence in the file that a notice of cancellation was sent to the four vendors. 
 
                                                 
1 GSA 3-207.05 
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GMTA subsequently requested the General Services Administration (GSA) to initiate 
the procurement for janitorial services for the eight-month period, February 2002 to 
September 2002.  A total of eight vendors were solicited for quotes. Only six vendors 
responded.  The six quotes were 1) $1,700; 2) $2,000; 3) $4,243; 4) $6,250; 5) 
$7,251.20; and 6) $7,395 per month. 
 
Because GMTA had only budgeted $1,200 per month for a total of $9,600 for the eight-
month period for the janitorial services, GMTA had not acted on the procurement at the 
time our audit fieldwork was completed. 
 
Conclusion: 
As of March 31, 2002, no contract for janitorial services has been issued by GMTA.  
Cleaning of the administrative office is being done by the staff, but bus shelters are not 
being cleaned. 
 
Allegation # 3: 
The specific allegation pertains to the purchase of 12R22.5 tires for Gillig buses.  It was 
alleged that GMTA awarded and purchased 12R22.5 tires from a vendor with a higher 
price and not the lowest cost vendor. 
 
We examined the procurement file for bus tires for fiscal years 2001 and 2002.  We 
discovered that GMTA was utilizing Blanket Purchase Agreements (BPAs) to meet most 
of their tire needs.  BPAs are basically “charge accounts” designed to meet repetitive 
needs of unidentified quantities of supplies and services. 
 
A Request for Quotes (RFQ) to supply tires for one year was faxed to four local 
vendors.  GMTA maintains a schedule of the quotations.  Each time tires are needed, 
the lowest cost vendor is contacted first.  If the lowest cost vendor has the tire in stock, 
the tires will be purchased from the lowest cost vendor.  If the lowest cost vendor does 
not have the tires in stock, the second lowest cost vendor will be contacted, etc. 
 
Three BPAs were set up in fiscal year 2001 with three vendors for $14,500 each for a 
total of $43,500.  The cumulati ve purchases from the three vendors totaled $31,403.90 
for the fiscal year. 
 
For fiscal year 2002, GMTA set up four BPAs in the following amounts:  Vendor #1 for 
$2,000; Vendor #2 for $8,000; Vendor #3 for $2,000 and Vendor #4 for $5,000 for a 
total of $17,000 in BPAs for tires. 
 
The 12R22.5 tires were initially part of the BPAs issued in FY 2001.  The lowest quote 
under the BPAs for 12R22.5 tires was $273.00 per tire.  GMTA subsequently solicited 
new quotes for fifty 12R22.5 tires from the same three vendors with BPAs.  There was 
no explanation in the procurement file why the purchases of these tires were being 
separated from the other tire purchases. 
 
The lowest quote under this separate solicitation was $288 for the 12R22.5 tires, which 
was $15 higher than under the BPAs.  GMTA issued a purchase order for $14,400 to 
the vendor with the lowest price for 12R22.5 tires.  GMTA then amended the BPAs to 
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exclude the 12R22.5 tires after issuing the separate purchase order for the 12R22.5 
tires.  GMTA set up three BPAs @ $14,500 each and one purchase order of $14,400 or 
$57,900 ($14,500 x 3 + $14,400).  GMTA is arbitrarily dividing its tire requirements into 
separate Blanket Purchase Agreements and/or purchase orders in order to avoid the 
$15,000 threshold which requires sealed bidding. 
 
In FY 2001, GMTA purchased a bulk of fifty 12R22.5 tires from the selected vendor for a 
total of $14,400 (50 tires @ $288.00).  In FY 2002, this vendor was not the lowest price 
vendor.  We were advised, however, that purchases of 12R22.5 tires through March 31, 
2002 were purchased from the lowest cost vendor. 
 
Conclusion: 
It appears that the evidence gathered does not support the allegation that the purchase 
of certain bus tires was procured from a vendor with a higher price and not the lowest 
cost vendor.  However GMTA did not obtain the best price for these tires, as they were 
cheaper under the initial BPAs then in the subsequent separate purchase order. 
 

Recommendations 
 
According to procurement regulations governing the issuance of Blanket Purchase 
Agreements, 3-204.07, a BPA shall not be issued in excess of $15,000.  Pursuant to 
procurement regulations 3-202.06.2 Publication, this regulation states that purchases in 
excess of $25,000 shall be publicized at least once and at least seven (7) days before 
the final date of submission of bids in a newspaper of general circulation on Guam or 
other appropriate public notice. 
 
For FY 2001, GMTA arbitrarily selected four vendors to fax a Request for Quotations for 
its tire requirements for the year, then issued three BPAs.  GMTA purchases of tires of 
$31,403.90 were in excess of the $15,000 limitation for Blanket Purchase Agreements.  
GMTA purchases of tires under BPAs and/or purchase orders totaling  $45,803.90 
($31,403.90 plus $14,400) were in excess of the $25,000 requirement for publication of 
bids to the general public.  GMTA should have followed the regulation 3-202.02 for 
purchases in excess of $15,000, which requires sealed bidding. 
 
For fiscal year 2002, four BPAs were established with four local vendors in varying 
amounts for a total $17,000.  GMTA must ensure that the cumulative purchases of tires 
under the four BPAs do not exceed $15,000 otherwise it will again be in violation of 
procurement regulations pertaining to the use of BPAs. 
 
We therefore recommend that GMTA accounting and purchasing staff develop a system 
of monitoring on a monthly basis to ensure that tires purchased under Blanket Purchase 
Agreements do not exceed $15,000. 
 
GMTA should annually assess its tire requirements.  After our fieldwork was completed 
we learned that GMTA issued a separate purchase order for $7,920 of tires in April 
2002.  GMTA’s tire requirements for fiscal year 2002 have already exceeded $15,000, 
which requires competitive sealed bidding and nearly at the  $25,000 level which 














