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Guahan Academy Charter School's practices related to procurement, long-term debt financing, and budget for
fiscal 2017 alone could jeopardize the school's charter renewal, based on a risk assessment report.

The 40-page report by the Guam Department of Education's Internal Audit Office cited, for example, Guahan
Academy's request of nearly $5.03 million, exceeding by $200,000-plus its 2017 government of Guam budget
of $4.8 million.

Guahan Academy has 16 invoices totaling some $428,000 that were not validated, including more than
$300,000 in Tiyan campus renovations, and the yet-to-be-paid $10,000-plus Dusit Thani retreat.

GDOE's Internal Audit Office also observed that Guahan Academy incurred debts, including $14 million from Bank of Guam for land acquisition and other
projects, with questionable plans for repayment.

The report states it's unclear who's going to be liable if Guahan Academy defaults on its debt agreements. According to the report, GDOE or the
government of Guam could end up paying for these debts.

Superintendent Jon Fernandez said Guahan Academy used local appropriations not yet realized to help secure a long-term financial obligation.

The 2017 appropriation set a $6,500 funding per student enrolled at a charter school.

For 2018, the appropriation is still $6,500 per charter school student for up to 740 Guahan Academy students. Guahan Academy's enrollment, however, is
nearly 1,000, leaving some 250 students without guaranteed funding.

Fernandez said it appears Guahan Academy increased its enrollment count to obtain additional funding. The school projected 1,015 student enrollment
for school year 2017-2018.

"GACS has yet to show its alternative source of funding to service its students not covered by local appropriations," Fernandez said in his Oct. 12 letter
and report addressed to Guahan Academy Board Chairwoman Fe Valencia-Ovalles and Guam Academy Charter Schools Council Chairwoman Amanda
Blas.

Valencia-Ovalles and Guahan Academy could not be reached for comment as of press time.

Fernandez recommends that the council overseeing charter schools, along with the Legislature, consider proposing amending the law to require charter
schools to seek council or legislative approval prior to incurring large debt obligations.

The Guam Academy Charter Schools Council is responsible for monitoring Guahan Academy's and iLearn Academy's operations and compliance with
applicable laws and regulations including annual reporting requirements.

"For FY 2017, we identified questionable practices relative to GACS (Guahan Academy) budget, procurement and financing," Fernandez said. "GACS
continues to submit invoices for reimbursement even after its request exceeded its total FY 2017 budget."

Fernandez said the lack of procurement documentation strongly suggest Guahan Academy's non-compliance with local procurement law and regulations.

"GACS also committed itself to paying long-term obligations without securing long-term financing and by using local appropriations not yet realized, which
are subject to the availability of funds. As such, we urge the Council to address these concerns prior to GACS's upcoming charter renewal," Fernandez
said.

Contracts

Guahan Academy contracted Rex International to retrofit its new Tiyan campus through an invitation for bid which GDOE auditors found to
have deficiencies including the notice, the bid opening and lack of a bid evaluation.

For example, Guahan Academy stated that there was no bid evaluation done because Rex International was the only bidder, the report says.
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The Rex International invoice amount is $332,825, and is one of 16 invoices that were not validated.

GDOE is seeking clarification from the Council and the Legislature whether Guahan Academy or any charter school is subject to a protest and appeal
process.

GDOE is also asking whose responsibility it is to determine if Guahan Academy's solicitation or award of a procurement contract is in violation of the law.

Other requests

GDOE listed a total of seven recommendations to the council overseeing charter schools, including a review to determine government of Guam and
GDOE's liability related to charter schools' debt obligations.

The department also asks the council to require charter schools to submit documentation of payments to vendors for validated invoices with its allotment
request.

GDOE also asks the council to consider prohibiting charter schools from increasing their enrollment prior to securing funding for their enrolled students.

On Friday afternoon, Fernandez also participated in a work session with the Guam Education Board that discussed concerns about charter schools.

Fernandez and the board seek the separation of budget of GDOE from charter schools.

Barrigada, Tiyan properties

Guahan Academy in 2016 bought property that was valued at $1.5 million in Barrigada for a permanent campus. The property was rezoned by law
months later, from an agricultural zone to a school zone.

Because the school construction could take years, and Guahan Academy board members earlier said there are problems with having foreign construction
workers under the H-2B visa program, Guahan Academy decided to use a temporary facility at Tiyan.

This Tiyan facility is the one being used right now for middle and high schools.

GDOE's internal auditors noted that the funding source for the Tiyan property was a $14 million loan from Bank of Guam. Of that amount, $7 million is for
the facilities expansion and $7 million for other revenue-generating projects, the GDOE report says.

The GDOE report says the loan is backed by a 90 percent guarantee from the U.S. Department of Agriculture and the annual GovGuam appropriations to
Guahan Academy.

"The loan has yet to be secured as the guarantee requirements have yet to be met," the GDOE report says. "It is unknown how GACS's initial
development costs are being funded. IAO also questions GACS's plan for the monies the Bank of Guam loan and the funding source for the repayment of
the USDA loan."

Reporter Haidee Eugenio covers Guam's Catholic church issues, education, business and more. Follow her on Twitter @haidee_eugenio
(https://twitter.com/haidee_eugenio). Follow Pacific Daily News on Facebook/GuamPDN (http://www.facebook.com.guampdn/) and Instagram @gua
(http://instagram.com/GuamPDN)mpdn (http://instagram.com/GuamPDN).
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