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The Honorable Joe T. San Agustin
Speaker, Twenty-First Guam Legislature

155 Hesler Street
Agana, Guam 96910

Dear Mr. Speaker:

Transmitted herewith

is Bill
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law this date as Public Law No. 21-87.
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Governor
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TWENTY-FIRST GUAM LEGISLATURE
1992 (SECOND) Regular Session

CERTIFICATION OF PASSAGE OF AN ACT TO THE GOVERNOR

This is to certify that Substitute Bill No. 644 (COR), "AN ACT
AUTHORIZING THE DEPARTMENT OF EDUCATION TO PLAN THE
IMPLEMENTATION OF THE RECOMMENDATIONS OF THE
MANAGEMENT REVIEW OF THE DEPARTMENT OF EDUCATION
COMMISSIONED BY THE NINETEENTH GUAM LEGISLATURE," was
on the 10th day of January, 1992, duly and regg%arly passed. .
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| Speaker
Attested: .
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Senator and Legislative Secretary
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This Act was received by the Governor this ;5% day of‘</lwm%«7 , 1992,

at Ry o'clock _A.-M. Z

Assistant Staff Officer
Governor's Office

APPROVED: _

JOSEPH F. ADA
Governor of Guam

JAN 27 1992

Public Law No. 21-87

Date:
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AN ACT AUTHORIZING THE DEPARTMENT OF
EDUCATION TO PLAN THE IMPLEMENTATION OF
THE RECOMMENDATIONS OF THE MANAGEMENT
REVIEW OF THE DEPARTMENT OF EDUCATION
COMMISSIONED BY THE NINETEENTH GUAM
LEGISLATURE.
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BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:

Section 1. Legislative intent. The Committee on Education of the
Nineteenth Guam Legislature commissioned an all-inclusive study of the
Department of Education (the "Department"), operationally and fiscally,
which study was completed in June of 1988, with recommendations submitted
in a report to the Committee dated June 3, 1988 (the "Study”). The Study
addressed areas in need of improvement throughout the Department and
suggested enhancements to the Department's general operations, creating
efficiency throughout.

Section 2. Plan of implementation. The Department shall forthwith
undertake a review and analysis of the Study, to determine and assess its
financial and operational impact of those provisions of the Study which have
not been implemented by the Department. The Department shall submit a
cost estimate for such implementation to the Speaker of the Legislature
within sixty (60) days of the enactment of this Act.
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COMMITTEE ON
EDUCATION

MEMBER
COMMITTEE ON HEALTH,
ECOLOGY AND WELFARE

TWENTY-FIRST GUAM LEGISLATURE

155 Hesler Street s
Agana, Guam 96910
Tel: (671) 472-3581.3
Fax: (671) 472-3585

January 3, 1992

The Honorable Joe T. San Agustin
Speaker, Twenty-First Guam Legislature
155 Hesler Street

Agana, Guam 96910

Dear Mr. Speaker:

The Committee on Education, to which was referred
Bill No. 644: "AN ACT AUTHORIZING THE DEPARTMENT OF
EDUCATION TO IMPLEMENT THE TOUCHE ROSS & CO.
RECOMMENDATIONS OF 1988, FOUND IN THE "MANAGEMENT REVIEW
OF THE DEPARTMENT OF EDUCATION" ORIGINALLY SUBMITTED IN
A STUDY COMMISSIONED EY THE COMMITTEE ON EDUCATION OF THE
19TH GUAM LEGISLATURE.", does recommend that Bill No. 644
be passed by the Twenty-First Guam Legislature.

Votes of the Committee members are as follows:

To Pass 7

To Not Pass 0

Abstain 4

To Place in Inactive File 0
Off-Island 2

Not Available 2 #

Respectfully Submitted,

\%INB z. RDALLO

Enclosures



COMMITTLL GN EDUCATION
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"AN ACT AUTHORIZING THE DEPARTMENT OF EDUCATION
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COMMITTEE ON EDUCATION
21ST GUAM LEGISLATURE

CHAIRPERSON
SENATOR M. Z. BORDALLO

COMMITTEE REPORT
ON
BILL NO. 644

"AN ACT AUTHORIZING THE DEPARTMENT OF EDUCATION
TO IMPLEMENT THE TOUCHE ROSS & CO. RECOMMENDATIONS
OF 1988, FOUND IN THE "MANAGEMENT REVIEW OF THE
DEPARTMENT OF EDUCATION" ORIGINALLY SUBMITTED IN A
STUDY COMMISSIONED BY THE COMMITTEE ON EDUCATION
OF THE 19TH GUAM LEGISLATURE."

A Public Hearing on Bill No. 644 was conducted by the
Committee on Education, 21st Guam Legislature, on Tuesday, December
10, 1991, in the Public Hearing Room, Legislative Building, Agana.

MEMBERS PRESENT: Chairperson Madeleine Z. Bordallo; Vice-
Chairman David Shimizu; and Committee member, Senator Michael
Reidy.

WITNESSES PRESENT: Dr. Lawrence F. Kasperbauer, Chairman,
Territorial Board of Education; and Dr. Franklin J. A. Quituqgua,
Acting Director, Department of Education.

SUMMARY OF TESTIMONY

Dr. Lawrence F. Kasperbauer, Chairman of the Guam Territorial
Board of Education, appeared before the Committee "and presented
both oral and written testimony in support of Bill No. 644. Dr.
Kasperbauer stated that the provisions in Bill No. 644 will result
in the the overall enhancement of the Department of Education's
financial and management practices and most importantly in its
operations. The Department of Education has initiated the process
of improving the educational system by addressing the
implementation of a new financial and administrative system and a
new student information system.

Additionally, the Department had solicited the assistance of
the Academy for Educational Development (AED) in assessing the



effective implementation of these two processes. The Department of
Education feels that the Touche Ross & Co. recommendations in
conjunction with the documentations from the Academy for
Educational Development would assist in the overall improvement and
efficiency of the management and operation of the entire public
school system. A suggestion was made by Dr. Kasperbauer that the
Department be granted flexibility within the legislative provision
to determine which recommendations it should implement.

COMMITTEE FINDINGS/RECOMMENDATIONS

The Committee on Education finds that the Guam Territorial
Board of Education and the Department of Education administrators
agree that the Touche Ross & Co. study and recommendations on the
management and operation of the Department of Education would
enable the Department to enhance and increase the efficieny of its
overall management and operation. A suggestion was made by Dr.
Lawrence F. Kasperbauer, Chairman of the Guam Territorial Board of
Education, that the Department of Education be granted the
flexibility in implementing the recommendations that it would
consider to be most beneficial to the public educational system on
our island. This suggestion has thus been integrated in the
substitute version of Bill No. 644. THEREFORE, THE COMMITTEE ON
EDUCATION RECOMMENDS THAT BILL NO. 644: '"AN ACT AUTHORIZING THE
DEPARTMENT OF EDUCATION TO IMPLEMENT THE TOUCHE ROSS & CO.
RECOMMENDATIONS OF 1988, FOUND IN THE 'MANAGEMENT REVIEW OF THE
DEPARTMENT OF EDUCATION' ORIGINALLY SUBMITTED IN A STUDY
COMMISSIONED BY THE COMMITTEE ON EDUCATION OF THE 19TH GUAM
LEGISLATURE", AS SUBSTITUTED BY THE COMMITTEE ON EDUCATION, BE
FAVORABLY CONSIDERED AND PASSED BY THE TWENTY-FIRST GUAM
LEGISLATURE.

ATTACHMENTS
1. Voting sheet on Bill No. 644, as substituted by the Committee
on Education.
2. Bill No. 644, as substituted by the Committee on Education.
3. Bill No. 644, as introduced.
4. Copy of the letter/findings/recommendations of the Touche Ross

& Co. on the management review of the Department of Education
conducted_in 1988. -

5. Written testimony by Dr. Lawrence F. Kasperbauer, Chairman,
Guam Territorial Board of Education.

6. Witness attendance sheet.



TWENTY-FIRST GUAM LEGISLATURE
1991 (FIRST) REGULAR SESSION

BILL NO. 644

(SUBST. BY COMM. ON EDUC.)
INTRODUCED BY: M. Z. BORDALL ‘

"AN ACT AUTHORIZING THE DEPARTMENT OF EDUCATION
TO IMPLEMENT THE TOUCHE ROSS & CO. RECOMMENDATIONS
OF 1988 FOUND IN THE "MANAGEMENT REVIEW OF THE
DEPARTMENT OF EDUCATION’ ORIGINALLY SUBMITTED IN A
STUDY COMMISSIONED BY THE COMMITTEE ON EDUCATION
OF THE 19TH GUAM LEGISLATURE."

1 BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:

2 Section 1. Legislative Intent.

3 The Committee on Education of the 19th Guam

4 Legislature commissioned an all inclusive study of the

5 Department of Education, operationally and fiscally. The

6 study was completed in June of 1988, with recommendations

7 submitted in a report to the Committee on June 3, 1988. The
8 study addressed areas in need of improvement throughout the
9 departmeni and suggested enhancements to the department's

10 general operations, creating efficiency throughout.

11 S8ection 2. Implementation of Touche Ross & Co.
12 Recommendations.

13 The Department of Education is hereby authorized to
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implement the Touche Ross & Co. recommendations of 1988,
commissioned by the Committee on Education of the 19th Guam

Legislature. If there should exist any recommendations within

the management study that the Department of Education would

consider to be detrimental to the effective management and

operation of the island's public school system, the Department

of Education must submit a written request and justification

to both the Governor and the Guam Legislature for the

exclusion of that particular recommendation from being

implemented. The recommendations may be found in the Touche
Ross & Co. study entitled the "Management Review of the
Department of Education". The Department of Education is to
begin the implementation of these recommendations no later

than 90 days from the passage of this provision.

Section 3. Appropriation Measures.

Immediately following the enactment of this
legislation, the Department of Education shall commence the
review and analysis of the Touche Ross & Co. study, whereupon
the financial and operational impact can be assessed. The
Department of Education shall submit a cost estimate for the
implementation of the recommendations in need gf funding to
the Guam Legislature no later than 60 days following the

enactment of this legislation.

Section 4. Reports.
The Department of Education shall submit a progress

report on the implementation of the Touche Ross & Co.



27 recommendations to both the Governor of Guam and the Guan

28 Legislature no later than 180 days from the enactment of this

29 provision.
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""AN ACT AUTHORIZING THE DEPARTMENT OF EDUCATION TO IMPLEMENT
THE TOUCHE ROS88 & CO. RECOMMEMNDATIONS OFP 1988, FOUND IN THE
""MANAGEMENT REVIEW OF THB DEPARTMENT OF EDUCATION'" CRIGINALLY

SUBMITTED IN A BTUDY COMMISSIONED BY THR COMMITTEE ON
EDUCATION OF THE 19TH GUAM LEGISLATURE.™

BE IT ENACTED BY THE PEOPLE OF THR TERRITORY OF GUAM:
8ection 1. Legislative Intent.

The Committee on Zducation of the 15th Guam
Legislature commissioned an all inclusive study of the
Department of Education, operationally and fiscally. The
study was completed in June of 1988, with recommendations
submitted in a report to the Committee on June 3, 1988. The
study addressed areas in need of improvement throughout the
department and suggested enhancements to the department's

general operations, creating efficiency.throughout.

Section 2. Implementation of Touche Ross & Co.
Recommendations.
The Department of Education is hereby authorized to
implement the Touche Ross & Co. recommendations of 1988,

commissioned by the Committee on Education of the 19th Guam
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Legislature. The recommendations may be found in the Touche
Ross & Co. study entitled the "Management Review of the
Department of Education"™. The Department of Education is to
begin tha implementation of these recommendations no later

than 90 days from the passage of this provision.

Bection 3. Appropriation Measures.

Inmediately following the enactrment of this
legislation, the Department of Education shall commence the
review and aralysis of the Touche Ross & Co. study, whereupon
the financial and operational impact can be assessed. The
Department of Education shall submit a cost estimate for the
implementation of the recommendations in reed of funding to
the Guam Legislature no later than 60 days following the

enactment of this legislation.

Bection 4. Reports.

Tha Department of Education shall subnit a progress
report on the implementation of the Touche Ross & Co.
recommendations to both the Governor of Guam and the Guam
Legislature nc later than 180 days from the enactment of this

provisior,



Touche Ross & Co ,
GCIC Building - Suite 810 s l h R
414 West Soledad Avenua Ouc e (
Agana, Guam 86910-5014

Telephone: 477-9041/42
Telex: 7216312 TRCO GM

June 3, 1988

Senator Marcia K. Hartsock
Chalrperson, Committee on Education
Nineteenth Guam Leqlslature

334 Soledad Avenue

Agana, Guam 96910

Dear Senator Hartsock:

'n September of last year, the Committee on Education contracted with
Touche Ross for a management review of the Guam Department of
Educatlion. This letter represents our executlve summary of the
findings and recommendations of our detalled report, which Is
attached. The detalled report consists of an Introductory section; a
sectlion for each of the financlal, management and systems review
portions of +ithe prcject contalning detalled descriptions of our
findings and recommendations; and, a sectlon containling appendlices of
various detalled relevant information.

Partlicipation of the Department

Durling the course of the project, we spoke with over 60 Individuals,
most of them several times. Many of those Individuals were personnel
within the Department of Education. In addlitlion, we requested
substantlal amounts of data from the Department, access to prior
studtes and assistance In Interpretation of the data. In all cases, w
received the support of the Director and the cooperation, to the best
of thelr ablllty, of al! Indlividuals. We also recelved signiflicant
support from the Inspector General for the Department of Interior, the
Department of Adminlistration and the Bureau of Budget Management and
Research,

The Department recelved coples of the "discusslon draft" verslon of th
report for thelr review, with the Intent of disclosing any errors of
fact. Two weeks were scheduled for thelr review, and only comments on
Federal Programs have been recelved by Touche Ross. Comments recelved
up to three weeks after clirculation of the "dlscusslon draft" have bee
Incorporated In the report to the extent that Touche Ross agreed with
the comments,

Purpose of the study

Based on our understanding of the declslon to perform this study, the
Committee on Educat!on felt I+ was approprlate to engage an
Independent, external firm, with appropriate expertise, to review the

Touche Ross Internatior
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busliness management practices of the Guam Department of Education
(DOE). The Intent of the Committee was to galin, both for Its own
purposes of legislative guidance and for the Department's tnternal us
Information on the current status of DOE's business practices and the
opportunity for Improvement of those practices. Thus, the results of
thls study were Intended to benefit equally the Committee's legislat!
role and the Department's management role In providing an environment
conduclve to successful educatlon of the children of Guam.

standards applled

During the course of the project, the Touche Ross team utillzed a
serles of standards for comparison of current Department practices
against norms. These standards were adopted on the basis of
development and publication by Independent authoritles, widely
acknowledged and used by school managers throughout the United States
In all cases, we applled such standards on the basis of our
understanding of the Guam Department of Educatlon's environment and ¢
professfonal Judgement as to prudent and practical business practices

Context of the results of the study

Parties Interested In evaluating the results of the study in terms of
the Department's current capablliitlies should conslider that thls study
ls the first of Its kind In terms of the extent and breadth of
investigation. Flnanclal audlts of the Government of Guam certalnly
Include the Department as one part of the Government. However, the
fccus of such audits Is on the reliance that can be placed on the
financlal statements of the Government, and the depth of review of an
single department or agency, such as DOE, Is relatively less than was
performed as part of this project. Additionally, the focus of thls
project was not on flnancial statement rellance, but on effectiveness
of overall busliness practices. o —

-

ey

Other audlits of the Department have been done perlodically by the
Inspector General's Offlce of the Department of Interlor. The
Inspector General also typlcally does not perform an overall Departme
review and Instead concentrates on specific Issues, particularly
focusing on areas subject to the use of Federal funds. Currently, th
Inspector General Is studying the Department In three specific areas:
food service, procurement and personnel. The results of the Inspecto
General's current Department review should be conslidered as
complementary to the results of this project.

We belleve that little value can be galned from viewing the results o
thls study as either positive or negative, given the context of I|imlt
prior reviews of the Department. Rather, the results of thls study

should be Interpreted as a baseline and a departure point for future
\__—A—\_ a—
Improvements. —

Relaflve. opportunlty for improvement

As Is true In all large and complex organizations such as Guam DOE,
there are opportunitlies for Improvement In business practlices. Based
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on our experlence with other schoo! districts and other Government o
Guam departments and agencles, many of the shortcomings we have

ldentified are not unique to the Department. When faced with |Imitec
funds, It Is common for school administrators to cu+t costs assoclate:
with non-instructional areas of the organization, typlcally areas we
reviewed as a part of this project. It Is our oplInlon that the curre
state of Department's business practice capabliiltlies is the result of

long period of dec[;ngs_ip place relatively lower priorlity on buslne
-Issues compared o Instructlonal needs.

Relatlonship of DOE to GovGuam

The Department Is a Ilne department of the Government of Guam
(GovGuam). As such, It recelves the majorlity of Its fundling (over 9¢C
percent) from the General Fund of GovGuam. It's budget Is an Integrea
part of the Executlve's Budget request to the Leglslature, and after
approval is subject to the allotment process administered by the Bure
of Budget Management and Research (BBMR). The Department cperates
within the processes of other governmental entities within GovGuam,
such as the General Services Administratlion procurement regulatlions,
Clvil Service rules and others.

DOE Is specifically exempted from the Central Accounting Act, which
otherwise provides that the Department of Administration (COA) will
provide accountling services to nonexempt departments and agencles,
However, In the past, DOE management has not elected to provide 1ts o
accounting and flnanclial reporting capabllity, and currently relies
almost entirely on DOA for processing Its accounting transactlions and
supplyling flnanclal Information. DOA currently processes the
Department's flinanclal transactlons on the "BACIS™ accounting system,
currently operating on the DOA mainframe computer near the GovGuam
central adminlstrative offices In downtown Agana.

In addltlon, DOE acts as both the local educatlonal agency (LEA) and
the state educational agency (SEA) for the Terrlitory. This is
relatively unique In the United States, where In most cases these
responsibllities are handled by separate organlzations. In thelr rol
as the state educatlional agency, DOE Is responsible for a number of
activitles, Including certification of teachers, distribution of
Federal Program funds and reporting of state level data to Federal
agencles on a Territory wide baslis. In this role, the Department
provides services to private schools throughout the Territory.

Summary of flndlinas

In summary, the findlings of the study In the three major areas
consldered by the project are as follows:

o Financlal review

There Is an overall lack of sufficlent, timely, and detalled flinancla
management Informatlion. This Is In ma jJor part due to the fact that tI
Department currently does not utillize the standard K-12 chart of
accounts and does not adhere to standard K-12 flnanclal reporting

-3 -
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requirements. The Department Is IImited In Its ability to adopt the
proper standards due to limitations In Its current computer systems.

The lack of adherence to flinancial accounting and reporting standards
Ifmits effective management level visiblility of financlal condition on
a month to month basis. Presentation of understandable and sufficlent
data for both Internal and external uses is more difflcult, and
management does not have access fto the computer system resources
required to efflclently analyze flnancial trends, varlances and
exceptlions., I+ 1s also more difflicult to compare Guam to the natfional
norms, because natlonal data Is all collected, organlized and presented
accordling to the nationally adopted standards.

The Department cannot report or analyze flnanclal data by schoo!
program, such as food service, secondary language arts, primary baslc
reading or other educational or support program categorlies. Current
computer systems are not able to summarize flnanclial data by such
categorles.

e

The impacts of this finding are that It Is difflcult to identlify how
much speclflic educatlional or support programs are costing. Further, 1
Is difflcult to analyze funding based on its relation to the
educatlional goals of the Department. These factors make it more
difflcult to effectively understand and manage flnanclial resources,

th Internally and externally.

The results of our comparative analysis of the major categories of
expenditure and revenue with national norms Indicate that DQE total
budgeted expenditures per pupll were ciose tc the natlional average. W
have provided highlights of thls comparative data In Exhiblt+ ES~1 on
the followling page. As part of our analysls, we compared DOE to 15
_other schoo! districts from around the natlon, chosen Jolntiy by Touch
Ross and Deparfment representatives on the basis of roughly equlivalent
size, flinanclal dependence on local government funding and thelr rural
nature. In this comparison, the lowest ranked district expended $2,81
per pupll and the highest ranked expended $4,703. Guam ranked 10th of
the 15. -

o

At a major category level, Guam budgets nearly the same percent of
total budget for administration and Instruction as the national
averages. However, there are signiflicant varlances. Most schools
expend significant additional funds, above those shown In the
comparative flgures provided In ExhIbit ES-1, for capital outlay, debt
retirement and Interest on debt. These costs are assoclated with
school bulliding programs. |In thls comparison, Guam DOE Is spandling
zero dollars compared to the national average of $411 per pupll for
these capltal related costs. For a district of Guam's slze, this per

puplil expenditure rate equates to a total dollar expenditure of $10.6
mililon annually. L

L S

Further, we analyzed Individual categorles of expenditure, comparing
Guam's expendlitures as a percent of the natlonal average for that
category. The results of thls comparison are also shown In Exhiblt
ES-1. To the extent explanations of these variances are avalliable, we
have provided them In the detalled sectlon of the report.

-‘-
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o) Management review
There Is a significant need for revision and enhancement of po!icles
and procedures within the Department. Board policles are fncomplete
and many existling pollcles are outdated. Further, thereé should be a
more clear separation of Board pollcy from management operating
—policles and procedures. DOE lacks a uniform and complete set of
management operating policles and procedures, and current policies an
procedures are not uniformly followed.

The Impacts of this Include a lack of consistent business management—
practices throughout the Department and Increased legal exposure.

The current Department organlization does not adequately support the
business functlons typlcally assoclated with the ¢chlef school buslines
offlicer. Currently, these functlons are distributed throughout sever
Department Divislons. In additlion, the recommendations of thls study
will signiflcantly Increase the role and Importance of the school
busliness officer,

The current organizational structure leads to Increased difficul® In
maintaining effectlve management control over business practices.
Addltionally, the current organization is not likely to be able *o
support Implementation of the most Important recommendations of the
study,

There are significant requirements for Improvements In the areas of
legal management, accounting for non-approprliated funds, flxed asset
and property controls, and security over physical assets, personnel a
students,

A broad range of management Issues require Improved pollcles, —
procedures, systems and organlizatlonal capabllities.

The Department has not sufficlently dellneated its role as a state
educatlional agency (SEA) from Its role as a local educatlonal agency
(LEA). Currentiy, private schools have a negative perception of the
Department's execution of Its state role. Based on our review, we
believe this to be primarily a communicatlion problem between the
private schools and the varlous entitles within the Department
providing private school services. In addltion, *+he state level
services are._dlspersed widely throughout the Department.

I't Is therefore difficult to effectively coordinate state level
services to private school an overall DOE wide basls. The lack of
effective communications §anrlbufes to stralned relations berween th
Department and many private schools. :
—
The Department does not adequately plan for and monitor malntenance o
facllitles. Current maintenance actlivitles are primarily focused on
response to Immedliate and speciflc needs and do not related closely t+
an overall long term plan. Management does not have access to standa
Information analysis systems to ldentify speciflc projects, estimate
costs and report actusl against plan.

-5- -
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This leads to less effective maintenance over tIme than could be
provided with enhanced planning. Management also cannot efflclently

monltor the quality of Its planning or Its executlion of maintenance
activitles,

o Systems review

Current computer systems capablliitlies of the department for financla
administrative and student Information do not m2ev K-12 school
standards. For example, current financial systems do not meet
financial reporting standards. Most of the s+andard functlonal area:
such as personnel, accounts payable, purchasling and others typically
found In standard systems are not supported by +he current system. -
current student information system Is only beling fully utlillized at +\
high schools, and most other schools process student Informatlion
manually. Current systems do ll1ttle to asslist buslness personnel or
principals In the schools.

This means that Department management does not have access to
Information and administrative tools commonly employed by K-12
administrators. Significantly higher than normal amounts of process|
occurs manually, and the tImeliness, accuracy and usefulness of
currently avallable data Is reduced. Local schoo! administrators
perceive no beneflts to supporting centralized systems.

Current Department computer systems are technologlically outdated,
current system oneratlons are unsatlisfactory and current systems are
not supported by adequate pollcies and procedures. The current
Department computer hardware Is outdated and should be scrapped. The
I's duptication of effort In the operation of current student
Information system.

This Iimits the ability of current systems In terms of ease of use,
ease of access to data and abllity to generate usefu! management
Information. Excesslve manual processing occurs, compared to other
schools and data In the main student Informatlion systems Is not
rellfable.
[

The current organization, staffing levels and capabliiities of the
Department's computer services functlon are not adequate to support +

Lecommendations of the study. Currently, Yér services Is a part
of Planning, Résearch and Evaluation and current staffing conslists of
one computer analyst, one data entry clerk, one operator and a part
time secretary,

This significantly limlts the abillty of the Department to Implement
the recommendations.

Due to lack of sufficlent central cffice systems capabliifties,
indlividusl schools are acquiring microcomputer based systems. There
no current plan or central organization of this effort, and there are
signlflicant technical risks In this approach. Additlonally, there ar
signlficant costs Involved (approximately $30,000 per system), which
not Include the cost of Ilinking the systems together.

-6- -



TOTAL BUDGETED EXPENDITURES, PER PUPIL

EXHIBIT ES-1

A Touche R¢

£EYge
$3,456

ERS AVERAGE, ALL

QISTRICTS, FY87
100.00%

10.61
63.66
7.56

15.49

DOE EXPENDITURE
AS A % OF

ERS EXPENDITURE
(64%)

505%

4119
(13%)

DOE ERS AVERAGES, ALL DISTRICTS
FY88 FY88 FY87
$3,399 $3,985 $3,701
PERCENTS OF BUDGET
DOE
CATEGORY Fvysg
TOTAL EXPENDITURES 100.00%
TOTAL ADMINISTRATION i1.35
TOTAL INSTRUCTION 68.59
TOTAL STUDENT ACTIVITIES 11.77
TOTAL OTHER 8.30
SELECTED DOE EXPENDITURE CATEGORIES
AS A PERCENT OF THE NAT!IONAL AVERAGE
PER PUPIL COST
DOE ERS
EXPEND ITURE EYgs £ysz
MA!NTENANCE AND OPERATIONS $210 $328
FOOD SERVICE 96 19
IMPROVEMENT AND DEVELOPMENT
OF INSTRUCTION 185 45
BOARD OF EDUCATION 3 23
STUDENT ACTIVITIES 8 36

(22%)

The averages‘shown wera provided by the Educatlional Research
Service (ERS) and are reproduced with their permission.
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The Department Is risking serlous difflculty In getting access to
required centrallized data, such as attendance Information. This
approach has not been thoroughly evaluated from a technical, function
or cost perspective. Without apparent plannling or sufficient control

the Department Is taklng a directlion not typlcally used by other
districts of Guam's slze.

Summary of recommendations

fn summary, the recommendations of the study In the three major areas
conslidered by the project are as follows:

o Financial review
The Depar+ment should adopt systems to record and report fInanclél
transactions In accordance with K-12 school standards. These systems

should use the chart of account hat Is standard for K-12 schools, nc
the current Go75UEH—WEEFEFETaagegfﬁﬁaﬁ?"'EﬁaF?d?“ééfEuﬁfsl“‘THE"“
systems shoulddsupporTVgnallglgMgﬁgwgggsenigflon of financlal data on
program basis. The Department should also continue to-subscribte to th
ERS budget comparison service, using the service as one additlonal

source of comparison tc guide the Executlive and Leglisiatlive Branches 1|
budget analysis.,

Implementation of these recommendatlions will requlre new computer
systems to support standard flpnancial reporting and the support of the
Executive and Leglislative Branches for adopting a new DOE chart of
accounts. New budget preparation, legislative presentation and budget
analysis methodologles should be created to take advantage of new
financlal Informatlion capabiiitles. Key personnel In both the
Department and the Legislature should be tralned on the new flnanclal
data and reporting. Additlonally, certaln key positions within +he DO
"business offlice" will require personnel experfienced In such standard
accounting and busliness management systems.

o Management Review

The Terrltortial Board of Education, with the asslistance of management,
should develop new ang enhanced Board pollcles. Management should
develop operatlonal policles and procedures, adopt and apply them on a
unlform basis, and provide staff tralning on them. The Department

should establish and staff a new position of :Agggsini£_§£22£lﬂiiﬂﬂﬂﬂi;
f on" and organize loglcal and standard buslness
functions within a new Buslness Adminlistratlion Dlvlslqu Areas such a:
leqal management, m nance mana emen+,AQgg:§ propriated funds,
“§5§3FT?77‘TT§33"3sgiiniﬁﬁ_properfyghaﬁhgemenf S£BET3 be addressed with
Improved pollicles and procedures, systems and organizational
capabilities. A poslition of "Administrator for Private School -~

Actlvities™ should be Created to act as the central coordinator for

private schoo! services and as the focal polnt for communication with
private schools.
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Impiementation of these recommendations will requlre concurrence of DO
administration and the Leglislature on the need for an "Assoclate
Superintendent for Administration™ and an "Administrator for Private
School Actlivitles.® Staffing the positlion of "Assoclate Superintenden
for Administration™ with an indlvidual with deep experlence in school
business administration will be Important for successful
Impiementatlion. Resources must be dedicated to develop and Impliement
new pollcles and procedures and traln staff on thelr applicatlion. New
computer systems, policles and procedures will be required to address
areas such as maintenance management, flxed asset and property
management., =

_
0 Systems review

The Department should develop a plan for acquislition and Implementatio
of standard X=-12 flnanclal, administrative and student Informatlion
systems., In our opinlon, this will require separating from the curren
Department of Administration "BACIS™ accounting system, and acquirling
signliflcant new computer hardware and software. The DOE Computer Task
Forca should be re-established and dlirected to prepare an overall
systems plan reflecting the recommendatlons. New policlies and
procedures regarding data submission should be developed and adopted o
a distrilct wlide basis, with appropriate staff training. A Management
Information Systems group should be established with enhanced staff an
capabilitlies, reporting to the new "Assoclate Superintendent for
Administratlion." Current Individual school purchases of separate
systems should be completely stopped and current Department computer
hardware and software should be replaced with systems of standard
capabilitles,

Implementation of these recommendations wlli require the support of ke
involved executlve agenclies and the Legisiature for significant
enhancement of DOE's internal data processing capability. Based on ou
professlional experience and limlted vendor contacts, we estimate

approximately $2 milllon will be required for acquisition of new
financial, adminlstrative and student Thtormstien—systems. The new
Management Information Systems group will requlire a manager and

approximately five new staff positions. The systems acquired must
support indlividual schools with decentrallzed access to centrallzed
data.

Implementation considerations

Implementation of these recommendations will require years of
conslistent direction and effort. In our opinlon, successful
Implementation Is most dependent on placing an overall high priority ¢

business management wlthin the Departggn1+~£Q£SEE;§_I;221;§,IE£_IP
tanQmmg2g3%Lggg,_gng_jgg_g;gg%LLLilﬂsmgf the new WASSOCTTate —
Superintendent for Administration.” While consideration of all the
recommendatlons together may seem overwheiming, signiflicant progress

can be made by taking one area at a time and appl!ying consistent effor
over time.
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There are a number of recommendatlions which are relatively easler to
accompliish and are essentlally Independent of each other. With
sufficlent commitment of resources, these recommendations could be
Implemented withlin one year. However, despite thelr Importance,
implementation of these recommendations will not have a ma jor Impact
recommendations Include:

o] Update and complete Board policles

o] Update and complete operating policies and procedures

o] Continue the ERS budget comparison service

o] Address the legal management, non-appropriated funds, and

securlty lssues

o Establish the Administrator for Private Schoo! Actlivities
o} Reestabllsh the Computer Task Force
o] Prepare a complete systems plan for new financlial,

adminlstrative and student Information systems
o] Stop Individual school purchases of computer systems.

The remaining recommendations are relatively difflcult to accomplish
and are all dependent on the acqulisitlion and Implementation of new
computer systems. WIith sufficlient resources, these recommendations
could be Implemented over a one to flve year period. However,
Implementation of these recommendations will have the potential +to
greatly Improve the business management capablilitlies of the
Department. These recommendations Include:

o Establish the Management Information System group

o Establish the Assocliate Superintendent for Administration,
and reorganize the business offlce

o] Acqulire and Impiement new flnanclal, administrative and
student informatlion systems

o Chénge to K-12 standard chart of accounts

o] Implement standard K-12 flnanclal reporting

o Implement financlial reporting and analysls by schoo! progra
o] Address malintenance management, fixed asset and property

management

o Replace current Departmental computer hardware and software
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Future Department to Leglislature communlcation

Currentiy, the Department does not have +the capablillty to efficlent!
and effectlively Improve the flnancial communlication process with the
Legislature, with the exception of the ERS budget comparlson service
We recommend that the Department contlinue to subscribe to the ERS
service, and report the results of the Budget Compar!ison to the
Commlttee on Educatlon and the Committee on Ways and Means. A copy
should also be provided to the Bureau of Budget Management and Resea
(BBMR). We urge the Legislature and BBMR to only use the report as
element of guldance In budget evaluation.

Once the systems, accountling standards and personnel are In place to
provide enhanced flnancial and operating Information, we would
recommend the following be Included In communication from the
Department to both the Committee on Educatlon and the Committee on W
and Means:

o Continuatlion of the ERS budget comparison process and
submisslon of the reports

o] Monthly submission of complete flinanclal statements,
consistent with the K-12 standard

o Annual submission of budget requests, as part of the
Executive's budget request, using traditional ob Ject/class
categorlies for approprliation purposes

o] Annual submisslion of budget documents for Informational an
analysls purposes, based on school precarams, and tled In a
executive summary to educatlional programs and goals

Control In the recommended flnanclal environment

We are aware that there will be concern In both the Leglslature and
Executive branches regarding control of the Department's expenditure
In an environment where the Department operates Its own accountling ai
computer systems. The Legislature has the primary flnanclal pollcy
role of approving a budget and setting appropriations. DOA and BBMR
on the Executlve's behalf, have the role of seeing that the Departmer
does not "over expend" and that basic financlal controls are In place
DOA also manages flnanclal resource of the government across all
agencles, such as In centrallzed cash management.

In our opinion, If the Department has the appropriate Internal
resources In place, It Is not necessary for DOA to have a dlrect
operations role In executing the Department's financial transactions
malntalin fiscal control. In the recommended flnanclal control
environment, the Department would operate I+s own separate accounting
and computer systems. The Department would present budget requests |
both the tradltional object/class categorlies, and In additlion, In
school program categories. The Leglslature would contlnue to
appropriate on a tradlitional obJect/class baslis, and use the school
program Information only for budget analysis purposes. DOA and BBMR

-10~-
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would then use those appropriations to set (allot) budgets for the
Department. The Department would provide detalled monthly flnanclal
reports, showing actual to budget comparlsons on the ob Ject/class
flnanclial statements as necessary, and could ask for what ever
additlional detalled reporting DOA felt was necessary. Further, DOA
would establish "due to" and "due from" Inter-system accounts between
the DOA accounting system and the Department of Educatlion accountling
systems. Uslng these accounts, DOA could release funds to DOE and
control the size and timing of those releases, so as tc malntaln
overall governmental control of cash.

We are aware that changes such as those described above wil| requlire
additlional effort on the part of all affected parties to understand ar
adapt to a new methodology for financlal control. However, we belleve
that the beneflits of substantlally Increased value In the quallty of

the financlal Information avallable to both Internal and external
partles greatly outweighs the difflcultles involved.

ummary

The Department of Educatlion, were It a private business, would be one
of the largest companies on Guam. |Its current Terrlitorial and Federal
revenues are approximately $90 miilion, and over the past four years,

have grown at an average rate of ten percent. Assuming the same rate
of growth over the next flve years, the total budget for DOE in 1993
will be $148.2 mitlton, and the cumulative expenditures of the
Department over the flve years will te $617.9 million. The Department
employs 3,261 employees, teaches 25,803 students and operates 35
schools or other decentralized locations In additlon to the Central
Offlce.

In a8 private busliness of this slze, maintalning efflclent and effect!v
operatlions requires state-of-the-art flnancial and management
practices. To ensure the ongolng success of the company, management
contlnuously makes decisions to Invest resources to maintaln prudent
business practices. Prlivate buslness owners and Investors, and
competltive pressures, demand that the company's capabllitlies be well
malntalned.

As a public enterprlse, DOE responds to dlfferent pressures and
constraints, with relatively less emphaslis on maintaining management
capabllity, especlally In times of IImited flnancial resources.
Consequently, the commitment of resources to malntalning management
capabli!lltles Is often not an equivalent priority compared to
maintalning delivery of educational services. Over time, the
cumulative effect of a lower priorit laced on the maintenance of
"mgnagamea¢—canggjlIfle§‘EBﬁTFTEUT§§’¥32§n overall deterioration of —
administrative confrol. T
/ —
In our opinfon, the Department's current situation results from this
type of scenario, where relative priorities over a long term perlod
have contributed to the need for Improvement In busliness management
capablliitlies. Therefore, management does not have adequate flnanclal

statements, Is using an lnapg;gnnlnig\ggigﬂﬂilng chart of accounts and
" PRc o o — - e e n—
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cannot analyze Its costs on a school program basls. The Board and
management need to significantly Improve the Department's policles ¢
procedures. In many areas, there Is evidence that business practice
are not well controlled, and that management generally lacks the
business tools necessary fo galn control. The Department 1Is
significantly less computerized than other school districts In the
mainland. Current systems are Inadequate, both technically and
functionally. Flinally, there are no current, written, publlished pla
of management that address any of these areas.

Studlies such as this one tend to produce results that mav be viewed
solely as critical of the enterprise under revliew. While the nature
and extent of the findings and recommendatl!ons may seem overwheiming
and pervaslive, It took many years to reach this current condltion, a
implementing the study recommendations wiil requlire a simllar time
period.

We beileve the opportunity exists to successfully address the areas
described In the study. The success of this effort Is dependent on
long term and consistent view of the need for Improvement on the par
of the Legislature, the Executlive Branch and Department management,
of whom have Indicated a genulne concern for the situation and suppo
for the Department's requirements. Hopefully, fthis report will assi
in relnforcing the need for contlinulng and consistent support among
key parties, and thereby contrlibute to an Improved educational
environment for the Territory of Guam.

We appreclate having had thls opportunity to asslst the Committee on
Education.

Very truly yours,

e Kooz o Ca
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TERRLTORY OF GUAM
TERRITORIAL BOARD OF EDUCATION
- P.0O. BOX DE
AGANA, GUAM 96910

December 10, 1991

Senator Madeleine 2. Bordallo
Chairperson, Committee on Education
21lst Guam Legislature

155 Hesler st.

Agana, Guam 96910

The Department of Education is in favor of Bill 644 which
ultimately will result in state-of-the-art financial and
management practices and most important, in the
governance of its affairs.

The Department has already made major strides in carrying
out two of the most important recommendations around
which most of the other recommendations revolve. Those
are: 1) The Department must plan for, acquire and
implement new financial and administrative systems, and
2) The Department must plan for, acquire and implement
new student information systems.

The Academy for Educational Development (AED) was
contracted to assist the Department in the development of
a plan which addresses the two areas. We now have a
detailed plan that spells out how improvements can be
made in almost every aspect of management and operations.
The AED plan must be viewed in concert with the Touche
Ross & Co. Indeed, both documents will serve as valuable
resources in our quest for upgrading delivery of services
to the schools.

We strongly suggest that flexibility be given to the
Department to determine which recommendations to
implement.

Thank you for your continued support in assisting the
Department in upgrading support services to the schools.

Sincerely,

52Z2;4’7~ 5;-‘<:’-

E F. KAgPERBAUER, Ph.D.
Chaixpan

cc Committee Members
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TWENTY-FIRST GUAM LEGISLATURE
1991 (FIRST) REGULAR SBESSION

BILL NO. M[C‘M)
INTRODUCED BY: M. Z. BORDALLO W

AN ACT AUTHORIZING THE DEPARTMENT OF EDUCATION TO IMPLEMENT
THE TOUCHE RO8S88 & CO. RECOMMENDATIONS OF 1988, FOUND IN THE
*"MANAGEMENT REVIEW OF THE DEPARTMENT OF EDUCATION" ORIGINALLY
SUBMITTED IN A STUDY COMMISSIONED BY THE COMMITTEE ON
EDUCATION OF THE 1STH GUAM LEGISLATURE."

1 BE IT ENACTED BY THE PEOPLE OF THE TERRITORY OF GUAM:

2 Section 1. Legislative Intent.

3 The Committee on Education of the 19th Guam

4 Legislature commissioned an all inclusive study of the

5 Department of Education, operationally and fiscally. The

6 study was completed in June of 1988, with recommendations

7 submitted in a report to the Committee on June 3, 1988. The
8 study addressed areas in need of improvement throughout the
9 department and suggested enhancements to the department's

10 general operations, creating efficiency throughout.

11 Section 2. Implementation of Touche Ross & Co.

12 Recommendations.

13 The Department of Education is hereby authorized to
14 implement the Touche Ross & Co. recommendations of 1988,

15 commissioned by the Committee on Education of the 19th Guam



10

11

12

13

14

15

16

17

18

19

20

Legislature. The recommendations may be found in the Touche
Ross & Co. study entitled the "Management Review of the
Department of Education". The Department of Education is to
begin the implementation of these recommendations no later

than 90 days from the passage of this provision.

Section 3. Appropriation Measures.

Immediately following the enactment of this
legislation, the Department of Education shall commence the
review and analysis of the Touche Ross & Co. study, whereupon
the financial and operational impact can be assessed. The
Department of Education shall submit a cost estimate for the
implementation of the recommendations in need of funding to
the Guam Legislature no later than 60 days following the

enactment of this legislation.

Section 4. Reports.

The Department of Education shall submit a progress
report on the implementation of the Touche Ross & Co.
recommendations to both the Governor of Guam and the Guam
Legislature no later than 180 days from the enactment of this

provision.



