

























































































Finding No.:

CFDA Prograny:
Federal Agency:

GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

07-10
§4.922 Consolidated Grants
U.S. Department of Education

Grant Number:; S922A040002, S922A050002
Area: Procurement

Questioned Costs: $149,625

Criterta:

In accordance with applicable procurement requirements, the grantee will maintain records sufficient to detail the significant
history of compliance with applicable procurement requirements. These records will include a rationale for the method of
procurement, selection of contract type, contractor selection or rejection, and the basis for the contract price.

Condition:
Of 96 transactions tested, we noted noncompliance with applicable procurement requirements, as follows:

1. For 7 (or 7%}, we were provided an oral explanation as to the curniculum committee’s determination of the purchase of
textbooks, however, the underlying documented evidence in support of the curriculum committee’s determination was
not provided for examination. This condition does not result in a ‘questioned cost as the purchase appears to be in
accordance with the curriculum comumittee’s selection of texthooks.

Transaction Date Amount Total Grant Award
Reference Tested Expenditures

200507296 12/12/06 $3,013 3 40,624 S922A040002
200507296 12/12/06 51,834 S922A040002
200700517 07/05/07 § 5,000 145,559 S922 A060002
200700044 08/22/07 59,481 2,153,995 S922A060002
200700044 09/12/07 - $1,149 S5922A060002
200700044 09/06/07 % 2,686 S922A060002
200700044 09/12/07 51,505 85922 A060002

$2340.178

S

For 1 (or 1%), we noted that the procurement authority was incorrectly applied. The transaction was determined to be
sole source; however, based on the expenditure file, the transaction should have been determined to fall under the
purchased formal contracts and competitive procurement procedures should have been applied. Additionally, we were
provided an oral explanation as to the curriculum committes’s determination of the purchase of textbooks; however, the
underlying documentary evidence was not provided. This condition does not result in a questioned cost as the purchase
appears to be in accordance with the curriculum commitiee’s selection of text books.

Transaction Date Amount " Total Grant Award
Reference Tested Expenditures
DE07-0165 06/27/07 517,789 $ 17,789 S5922A050002

3. For 1 (or 1%), no supporting documentary evidence was provided for the selection of a Guam College entity for the
technical educational programs in the Guam Public School Systern public schools.

Transaction Invoice # Check # Amount Total Expendinmres
Reference Tested Grant Award
200680317 507607 195600 315,897 $163,956 S922A050002



GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-10, Continued

CFDA Program: 84.922 Consolidated Grants
Federal Agency: U.S. Department of Education
Grant Number: S922A040002, S922A050002
Area: Procurement

Questioned Costs: $149,625

Condition, Continued:

4. For 1 (or 1%), quotations were informally solicited to procure required bussing services that exceeded the small purchase
threshold of $15,000. Furthermore, the vendors contacted by GPSS were given only five days to provide a response,
whereas they would have been allowed 15 days if GPSS had followed its local procurement regulations. Therefore, it

appears that open competition was limited.

Transaction Reference Involce # Check #  Amount Tested  Total Expenditures Grant Award
200750003 BO 07-038 273743 $9,600 $149,625 S922A060002

Cause:

There appears to be weak internal controls over ensuring compliance with applicable procurement requirements.

Effect:

The Guam Public School System (GPSS) is in noncompliance with applicable procurement requirements. No questioned
cost exists for Conditions 1 and 2 as the purchases appear to be in accordance with the curricuium committee’s selection of
text books. Furthermore, no questioned cost exists for Condition 3 as the vendor is currently the only known provider of the
service. For the remaining Condition 4, a questioned cost of $149,625 exists.

Recommendation:

The Guam Public School System should strengthen internal controls over ensuring compliance with applicable procurement
requirements. The Supply Administrator should not approve the selection of a vendor unless the procurement file contains
the required written rationale for the method of procurement, selection of contract type, contractor selection or rejection, and
the basis for the contract price. Furthermore, for the procurement of training services from educational institutions, the

Supply Administrator should consider specifying a multi-year service period.

Auditee Response and Corrective Action Plan:
Name and job title of responsible personnel:

Administrator of Federal Programs Ignacio C. Santos
Program Manager,Associate of Elementary Corina Y. Paulino
Associate of Secondary Kenneth Chargualaf

Specific corrective procedures to be performed:

The Guam Public School System concurs however, not withstanding that Department of Public Works (DPW) is the only
agency that can provide the specific buses required by Department of Transportation. GPSS has solicited quotations and
provided documents of the Executive Order stating that GPSS may enter into a contract with another government entity for
services as a unique vendor and the opinion from the Office of the Attorney General that “if the government can itself

provide the services needed, it need not obtain those services elsewhere”.

Date for performance of corrective action: May 2007
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GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned C osts, Continued
Year Ended September 30, 2007

Finding No.: 07-11

CFDA Program: 84.922 Consolidated Grants
Federal Agency: U.S. Department of Education
Grant Number: S922A050002

Area: Cash Management
Questioned Costs: $0

Interest Liability: $331

Criteria;

In accordance with applicable cash management requirements, the time elapsed between the receipt of Federal finds and the
clearance of disbursed checks should be minimized. Furthermore, any amount of interest from advances over $100 should be

returmed to the Federal Government.

Condition:

For 4 (or 4%) of 96 transactions tested, we noted the time elapsed between the receipt of the Federal Funds and the date the
check cleared the bank was greater than the allowable 7 days.

Days Lapsed

Transaction Check Check Clearing  Reimbursement  Past Allowable
Check No. Amount Date Date Date 7 Days Grant Award
269880 § 3,013 12/21/06 03/09/07 01/02/07 60 $922A040002
269880 $ 1,884 12/21/06 03/09/07 01/02/07 60 S922A040002
ACH 057-146889 $240,000 02/26/06 02/28/07 02/12/07 11 59224050002
272823 -3 17,789 07/12/07 Q7/26/07 07/03/07 16 $922A050002

Cause:

There appears to be weak internal controls over ensuring compliance with applicable cash ImAnagement requirements.

Effect:

The Guam Public School System is in noncompliance with cash management requirements. An interest liability of $431
exists of which $331 should be returned to the Federal Government. No questioned cost exists because the projected interest
Liability does not exceed $10,000. Although no questioned cost is associated with this finding, the interest eamed exceeds

$100; therefore, this finding is considered reportable.

Recommendation:

actual check clearing date. Also, GPSS should consider working with the Treasurer of Guam in jts development of clearance
patterns applicable to the Government of Guam, should obtain from the Treasurer of Guam a copy of the annual Government
of Guam CMIA (Cash Management Improvement Act) Treasury-State Agreement, and adhere to the approved clearance

paftemns,



GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-11, Continued

CFDA Program: 84.922 Consolidated Grants
Federal Agency: U.S. Department of Education
Grant Number: S922A050002

Area: Cash Management
Questioned Costs: 50

Interest Liability: §331

Auditee Response and Corrective Action Plan:

In general our first rule is to refer to the Expenditure Reports to determine draw down amounts which is inclusive of paid
invoices and unpaid invoices that require immediate payment. Federal funds draw down for immediate payments are
disbursed upon netification of credit to the designated depository bank. We do not have control over when these disbursed
checks are presented for payment at the designated bank. We implemented the Automated Clearing House.

SOP 900-005 Elapsed Time between Receipt of Cash Disbursements for Federal Grants, Dated October 15, 2007

Name and job title of responsible personnel:
Comptroller: Frances Danieli

Administrator of Federal Programs: Ignacio C. Santos
Program Manager: Associate of Elementary, Corina Y. Paulino

Date for performance of corrective action: October 2007



GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-12

CFDA Program: 84.922 Consolidated Grants
Federal Agency: . U.S. Department of Education
Grant Number: 5922A060002

Area: Allowable Costs/Cost Principles
Questioned Costs: 50

Criteria;

In accordance with applicable allowable costs/cost principles, such financial records as check copies, cancelled checks,
payment requests, receiving reports, vendor invoices, purchase orders, contracts, and journal vouchers should be maintained
on file for at least three years to substantiate expenditures. Furthermore, where employees are expected to work solely on a
single Federal award or cost objective, charges for their salaries and wages will be supported by periodic certifications that
the employees worked solely on that program for the period covered by the certification. These certifications will be prepared
at least semi-annually and will be signed by the employee or supervisory official having first hand knowledge of the work

performed by the employee.

Conditions:

1. For I (or 1%) of 96 transactions tested, the Department of Public Works (DPW) was hired to provide bussing services to
school children enrolled in the GPSS summer school program. However, DPW is a line agency of the Government of
Guam and already receives an annual budget from the local government to provide such services to Guam’s students

throughout the year.

Transaction Reference Invoice # Check#  Amount Tested  Total Expenditures Grant Award
200750003 BO 07-038 273743 £9,600 3149,625 S922A060002

2. Often program employees interviewed, we noted the following:

a. For 8§ (or 80%), who are teachers, a social worker, program aide, and administrative assistants, the employee
verbally affirmed that he or she worked solely on program activities during FY 2007, but has no recollection of
signing the required certifications for FY 2007,

b. For 1 {or 10%), who is a school aide, the employee verbally affirmed that he or she worked mostly: on program
activities during FY 2007 and that time is allocated through a Time Distribution Report (TDR) form. However, the
TDR has codes for all program activities, but not local activities. Based on the interview, it appears that some of the
other activities that are occasionally performed include assisting in the school office and clerical work, which would
benefit Jocal operations, as well. Based on our examination of the detailed labor cost reports for FY 2007 for these
employees, we noted that the employee was paid solely with federal funds during FY 2007.

Cause:

There appears to be weak internal controls over ensuring compliance with applicable allowable costs/cost principles
requirements.

Effect:

GPSS is in noncompliance with applicable allowable costs/cost principles requirements. The questioned cost associated with
Condition 1 is already presented at Finding 07-10, and therefore, is not repeated at this finding. For Condition 2, we are
unable to quantify the associated questioned costs, if any.
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GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-12, Continued

CFDA Program: 54.922 Consolidated Grants
Federal Agency: U.S. Departiment of Education
Grant Number: 59224060002

Area: Allowable Costs/Cost Principles
Questioned Costs: $0

Recomumendation:

The Guam Public School System (GPSS) should strengthen internal controls to ensure compliance with applicable allowable
costs/cost principles requirements. The responsible personnel should ensure that the time distribution reports include codes

for documenting local activities and that such activities are locally funded.

Auditee Response and Corrective Action Plan:

Name and job title of responsible personnel:

Administrator of Federal Programs: Ignacio C.. Santos
Program Manager: Associate of Elementary Corina Y Paulino
Associate of Secondary: Kenneth Charguoalaf

Specific corrective procedures to be performed:

The Guam Public School System concurs however, not withstanding that Department of Public Works (DPW) is the oniy
agency that can provide the specific buses required by Department of Transportation. GPSS has solicited quotations and
provided documents of the Executive Order stating that GPSS may enter into a contract with another government entity or
services as a unique vendor and the opinion from the Office of the Attorney General that “if the government can itself

provide the services needed, it need not obtain those services elsewhere”.

Date for performance of corrective action: May 2007



GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-13

CFDA Program: 84.922 Consolidated Grants
Federal Agency: U.S. Department of Education
Grant Number: S922A060002 ‘
Area: Special Tests and Provisions
QQuestioned Costs: 50

Criteria:

In accordance with applicable quarterly monitoring requirements, Guam Public School System (GPSS) shall produce
quarterly financial statements. Furthermore, the financial staterents should agree with underlying accounting details.

Condition:

Based on examination of the quarterly financial statements and the general ledger details for the quarter ended June 30, 2007,
there exists a variance, as follows:

Armount per
Financial Amount per
Grant Award No. Statements Details Variance
SH22A060002 34,940,056 $5,022.416 $82,360

Cause:

There appears to be weak interal controls over ensuring the quarterly financial statements agree with the underlying
accounting details.

Effect:

The Guam Public School System {GPSS) is in noncompliance with the quarterly monitoring requirements. No questioned
cost exists as the program expenditures in the annual financial statements and in the anmual general ledger details are

reconciled.

Recommendation:

The Guam Public School System (GPSS) should strengthen internal controls to ensure compliance with applicable quarterly
monitoring requirements.

Auditee Response and Corrective Action Plan:

Management disputes this finding. There are internal controls in place.
Name and job title of responsible personnel:

Admunistrator of Federal Programs: Ignacio C. Santos
Comptroller Frances Danieli

Specific corrective procedures to be performed: See internal control procedures.

Auditor Response:

As the variance was not detected and corrected through the existing intemnal control procedures, the finding remains.
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GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-14

CFDA Program: 93.600 Head Start

Federal Agency: U.S. Department of Health and Human Services
Grant Number:

Area: Allowable Costs/Cost Principles

Questioned Costs: 30

Criteria;

In accordance with applicable allowable costs/cost principles, where employees are expected to work solely on a single
Federal award or cost objective, charges for their salaries and wages will be supported by periodic certifications that the
employees worked solely on that program for the period covered by the certification. These certifications will be prepared at
least semi-annually and will be signed by the employee or supervisory official having first hand knowledge of the work

performed by the employee.

Condition:
Of ten program employees interviewed, we noted the followingn:

1. For & (or 80%), who are teachers, a social worker, and program aides, the employee verbally affirmed that he or she
worked solely on program activities during FY 2007, but has no recollection of signing the required certifications

for FY 2007.
2. For the other 2 (or 00%), who are a supervisor and administrative assistant, the employee verbally affirmed that he

or she worked mostly on program activities during FY 2007 and that time is allocated through 2 Time Distribution
Report (TDR) form. However, the TDR has codes for all program activities, but not local activities. Based on the
interview, it appears that some of the other activities that are occasionally performed include attending Board
meetings and policy counseling, which would benefit local operations, as well. Based on our examination of the
detailed labor cost reports for FY 2007 for these employees, we noted that the employee was paid solely with federal

funds during FY 2007.

Cause:
There appears to be weak imternal controls over ensuring compliance with applicable allowable costs/cost principles

requirements.

Effect:
GPSS is in noncompliance with applicable allowable costs/cost principles requirements. We are unable to quantify the

associated questioned costs, if any.

Recommendation:

The Guam Public School System (GPSS) should strengthen internal controls to ensure compliance with applicable allowable
costs/cost principles requirements. The responsible personnel should ensure that the time distribution reports include codes

for documenting local activities and that such activities are locally fitnded.

Anditee Response and Comective Action Plan:

Management concurs with this finding.



GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-14, Continued

CFDA Program: 93.600 Head Start

Federal Agency: U.S. Department of Health and Human Services
Grant Number:

Area: Allowable Costs/Cost Principles

Questioned Costs: $0

Auditee Response and Corrective Action Plan. Continued:

Name and job title of responsible personnel:

Administrator of Federal Programs: Ignacio C.. Santos
Program Manager: Associate of Elementary  Corna Y Paulino
Project Director: Cathy Schroeder

Specific corrective procedures to be performed:

The Guam Public School System has intemnal controls to ensuge compliance. The Comprehensive Corrective Action Plan
was created on October 2007.

Internal Control: SOP 900-009 Time Distribution (TDR) Procedures dated October 15, 2007

Date for performance of corrective action: October 15, 2007



GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-15

CFDA Program: All major programs
Area: Equipment Management
Questtoned Costs: 30

Criteria:

In accordance with equipment and real property management requirements, equipment records shall be maintained, a
physical inventory of equipment shall be taken at least once every two years and be reconciled to the equipment records, an
appropriate control system shall be used to safeguard equipment, and equipment shall be adequately maintained.

Conditign:
Fixed assets tegisters were provided; however, such records were not comprehensive. Required information, such as

acquisition date, acquisition cost, supporting purchase order, and/or depreciation calculations were lacking for various items.

Cause:

There appears to be a lack of human resources and internal controls over ensuring compliance with equipment management

requirements in FY 2007,

Effect:

GPSS is in noncompliance with applicable equipment management requitements for FY 2007. F urthermore, the loss or theft
of equipment could go undetected.

Puor Year Status:

'The above condition is reiterative of conditions identified in the prior audit of GPSS.

Recommendation:
The responsible personnel should develop a property management system that complies with equipment and real property

management requirements.

Auditee Corrective Action Plan:

Our office disagrees with this finding. Between March-April 2006, we provided an electronic comprehensive physical

inventory listing to the Auditors.
Improvements were initiated during the latter part of FY 2006.
1. SOP 900-010 Fixed Assets, dated October 15, 2007
2. Training was conducted April 10 thm 17, 2006 at each school site.

A permanent Inventory Management Officer was selected. Three (3) additional Property Control Officers were

hired.

(WA

4. Designation of Primary Property Control Officers and Alternates were in place.



GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-13, Continued
CFDA Program: All major programs
Area: Equipment Management
Questioned Costs: 50

Auditee Corrective Action Plan. Continued:

5. In compliance with the updated SOP, there were numerous trainings conducted in November 2006 for all schools
and divisions designated Primary and Alternate property haison. Follow up school site visits were initiated to
distribute and load up the approved SOP into each of the school property liaisons computers, and to clarify any
questions that were raised.

6. We are currently, updating the SOP again to capture not only Fixed Assets, but also to pick up Controlled Fixed
Assets (assets below $5,000.00).

7. In October-November, 2007, United Technology Solutions conducted traming on the AS400/SIMS, with the
receiving warehouse staff, FSAIS, Federal Programs, as well as the property management staff,

8. Training was conducted on the hand held scanmners, and the bar code labels.

9. The auntomation of the fixed assets systern with the AS400 is also on-going. The scanning and bar coding of the
northern and southern regions of our schools fixed assets has already been completed. We are completing the
central region at this time. BEstimated completed date August 2008. )

10. The keying into the AS400 system is on-going.

Maintaining property records, disposition of unserviceable property, transfer of property, receipt of property, are all an
ongoing task of the Property Management Office throughout the vear.

The training also included the incorporation of the fixed assets into the FMS so that the Business Office can address items
that require depreciation. In FY 2008 an Accountant Il was identified to perform the calculation of depreciation using the

straight line method.
Personnel Responsible:

Equipment or Property Officer: George B. Mendiola
Comptroller Frances Danieli

Date for performance of corrective action:
Corrective actions are continuing.

Auditor Response:

We do not dispute that a physical Inventory listing was provided to us. The issue is that the listing lacked the required data
for some items and for some locations, and does not appear to have been reconciled to the financial statements. Although
training might have occurred during FY 2007, we noted no significant improvements in the data provided to us, which were
stand-alone spreadsheets, as opposed to AS400-generated fixed asset reports. We note that the auditee response includes
corrective action taken in fiscal year 2008, which has not yet been subjected to audit,
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GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-16
Area: General Ledger

Criteria:

Prior year audited ending balances should be reflected in the current year general ledger in a timely manner. Furthermore,
the general ledger accounts should be closed in a timely manner.

Condition:

The fiscal year 2006 audited ending balances were not reflected in the fiscal year 2007 general ledger until November 2007,
subsequent to the year ended September 30, 2007. Furthermore, the general ledger accounts for FY 2007 were not closed in

a timely manney after the end of the fiscal year.

Cauge:

There appears to be a lack of internal controls over ensuring that approved audit adjustments are recorded in the general
ledger and that the general ledger accounts are properly closed in a timely manner.

Effect:

GPSS management administered funds in FY 2007 without full knowledge of the financial pésition of GPSS during the fiscal

year.

Prior Year Status:
The above condition is reiterative of conditions identified in the prior audit of GPSS.

Recormnmendation:

The Chief Financial Officer should establish and implement internal controls to ensure that approved audit adjustments are
recorded in the general ledger and that the general ledger accounts are properly closed in a timely manner

Aauditee Corrective Action Plan:

Name and job title of responsible personnel:
Comptroller: Frances Danieli

Specific corrective procedures to be performed:

GPSS concurs with the finding. The Comptroller will record the approved audit adjustments within 30 days of recetpt from
the auditor.

Date for performance of corrective action: FY 2008
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GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No: 07-17

Area: - Cash

Criteria:

Complete bank reconciliations should be prepared on a monthly basis for all bank accounts.
Condition: |

Monthly bank reconciliations were not prepared timely in FY 2007.

Cause:

GPSS management has not enforced internal controls over ensuring that monthly bank reconciliations are prepared timely
and completely,

Effect:

The loss, theft, or misrecording of cash would not be detected in a timely manmer.

Prior Year Status:

The above condition is reiterative of conditions identified in the prior andit of GPSS.

Recommendation:

GPSS should strengthen internal controls to ensure that monthly bank reconciliations are prepared timely and completely.
The Chief Financial Officer should designate a well-trained employee in the Financial Affairs Division to be responsible for
preparing monthly bank reconciliations timely and completely. Upon receipt of the monthly bank statement, the responsible
personnel should reconcile the bank cash balance with the book cash balance. Any discrepancies should be immediately

investigated and resolved,

Auditee Comrective Action Plan:

Name and job title of responsible personnel:
Comptroller: Frances Danielj

Specific corrective procedures to be performed:

GPSS concurs. The Accountants and Accounting Technicians are required to reconcile their bank statements to the genera]
ledger monthly. The reconciliation is then submitted to the Comptroller for review and approval.

Date for performance of correetive action: Fiscal Year 2008.
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GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-18
Area: Reconciliations

Criteria:

General ledger balances should be reconciled to the subsidiary ledger or supporting details in a timely manmer.

Condition:

Reconciliations of balance sheet accounts were not performed until after February 2008.

Cause:

There appears to be a lack of internal controls over ensuring that the general ledger is reconciled to the subsidiary ledger on a
timely basis.

Eifect:

GPSS management administered funds in FY 2007 without full knowledge of the financial position of GPSS during the fiscal

year.

Prior Year Status:

The above condition is reiterative of conditions identified in the prior audit of GPSS.

Recommendation:
The Chief Financial Officer should establish and 1mplement internal controls to ensure that the subsidiary ledger is reconciled

to the general ledger on a timely basis.

Auditee Corrective Action Plan:

Name and job title of responsible personnel:
Comptroller: Frances Danieli
Specific corrective procedures to be performed:

GPSS concurs. The Comptroller will require the Accountant and Accounting Technicians to reconcile their sub-ledgers with

the General Ledger.

Date for performance of corrective action: FY 2008
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GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-19
Area: . Non-Appropriated Funds
Criteria:

All funds maintained in an agency capacity at each public school should be properly accounted for and should be subject to
periodic audits. The Guam Public School System classifies such agency funds as “Non-Appropriated Funds” {NAF).

Condition:

The Guam Public School System continues to evidence issues in accounting for NAF funds in the year ended September 30,
2007. Supporting documents for NAF fund expenditures and bank reconciliations are lacking, indicating roncompliance
with established NAF policies and with adequate documentation requirements. Detail expenditures were tested for 273
transactions approximating $271,874. Of this sample, a substantial mumber of items did not appear to meet NAF or adequate
documentation requirements. General problem areas noted are as follows:

* Support, such as inveices, is frequently not on file, Additionally, checks are sometimes paid to
teachers/administrators who are responsible for paying vendors. However, there is no evidence that the vendors
were paid or that the services were actually received.

e Payments for entertainment do not always indicate the persons in attendance and the reasons the entertainment
occurred. It is noted that in certain instances, the primary beneficiaries of the entertainment appear to be teachers
and administrators and not the students for whom the funds were raised. :

*  There appears to be an absence of evidence of competitive procurement considerations on file.

*  Various schools have been designated for additional investigation due to the lack of support for expenses, the lack of
reporting, and the lack of accountability; and various transactions have been referred to, or are considered for,
referral for criminal investigation.

Cause:

The cause of this condition is disregard for NAF requirements by school administrators and treasurers tasked with NAF
documentation maintenance. Additionally, it is evident that the accounting for NAF is frequently vested in personnel who
are not capable of handling the task.

Effect:

The effect of this condition is that the NAF funds were subject to inadequate accounting controls during fiscal year 2007 and
this condition could facilitate fraudulent use of these funds for illegal purposes. Additionally, the continued inappropriate use
of these funds exposes Guam Public School Systemmn, and possibly the individual Guam Education Policy Board members, to
potential lawsuits and increases the Organization’s financial exposure.

Prior Year Status:

The above condition is reiterative of conditions identified in the prior andits of GPSS.

Recommendation:

Given the lack of corrective action, despite the expenditure of substantial oversight by the Internal Audit Division and
substantial training efforts conducted by GPSS, the Office of the Public Auditor and ourselves, we recomumend that the
Superintendent remove expenditure authority from any school that has not demonstrated adeguate compliance with NAF
requirements and consolidate the accounting for NAF in the central business office. If a school has demonstrated adequate
compliance and if compliance is certified by the Internal Audit Division, we recommend that schools continue the privilege
of accounting for and expending NAF funds.
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GUAM PUBLIC SCHOOL SYSTEM

Schedule of Findings and Questioned Costs, Continued
Year Ended September 30, 2007

Finding No.: 07-19, Continued
Area: Non-Appropriated Fund

Recommendation, Continued:

In all cases, we recommend that NAF funds be receipted at the individual schools and that the central office collect the cash
which should be deposited to bank accounts that are controlled at the central business office, unless otherwise authorized by

Internal Audit and the Superintendent.

Given the lack of corrective action at the individual schools and given the lack of accounting resources, we have not been
able to determine that an effective alternative solution exists.

Aunditee Response and Corrective Action:

We concur with the recommendation. The Guam Public School System does not have the human resources to assign to
oversee the NAF operations at each of the school sites. The Internal Audit Division will continue to conduct training and on-

going audits of the financial records for these activities.

45



Unresolved Prior Findings

Unresolved prior findings remain

CFDA # Program Name

10,553/ Child Nutrition

10.555 Cluster

12.110 State Planning
Assistance

15.875 DOIL

83.544 Public
Assigtance
Grants

84.027 Special
Education —
Grants o States

84.131 Special
Edueation —
Infants and
Families with
Disabilities

84.336 Teacher Quality
Enhancement
Grant

84.922 Consolidated
Grants

93.600 Head Start

Totals

Federal
Agency

UsSba

DOD

DOj

FEMA

ED

ED

ED

ED

HHS

2007

64,013

286,312

149,625

$ 509.950

2006

§ 113,055

631

131,948

§ 245684

GUAM PUBLIC SCHOOL SYSTEM

Schedule of Prior F indings

Year Ended September 30, 2007

2005

$ 383,533

24,978
386,857

424.28%

—T&T.L00

¥ L219.656

2004

5 126

217,778
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003

b3 596

304,047

372,544

21,738

2002

417,216

13,364

and are reiterated in current findings. A summary of unresolved questioned costs is

2001

5 194,468

77426

2000

§ 66,125

1,649,112

59,481

14,917

101,913

51,891,548

as follows:

1999 and
1993
¥ 132,034

205,357

4,406,759

58,204

Total

¥ 889,937

24,978
6,746,775

1,209,339

108,223

296,312





