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Executive Summary

The following summarizes the major findings resulting from the Audit of the
Acquisition, Accounting, and Disposal of Government Vehicles (AC-02-32-98).

Finding 1 - Acquisition of Vehicles (pages 5 to 10)

- Of 160 vehicles purchased on St. Thomas from fiscal years 1993 to 1996,
documentation for only 96 was provided for review.

- Of the 96 purchases reviewed, evidence of competitive bids was provided for 34,
and legislative approval was provided for 53.

- Annual assessments of agency needs were not performed in order to acquire
vehicles once a year, and to standardize the fleet, as required by the Code.

Finding 2 - Vehicle Accountability (pages 11 to 17)
- Property and Procurement has lost accountability of Government vehicles.

- Of 34 agencies reviewed on St. Croix, St. John and St. Thomas, there were 151
vehicles listed by the Motor Pool as belonging to the agencies that were not on agencies’
records.

- Conversely, there were 220 vehicles listed by the agencies that the Motor Pool had
no record of.

- Some reasons why accountability was lost include: vehicle transfers without the
Motor Pools’ knowledge or approval; vehicles excessed without detailed documentation of
the disposition of the vehicle; and the lack of an effective system to control the accounting
for parts of vehicles listed as cannibalized.

- Property and Procurement was not always notifying the Motor Pool when vehicles
were being purchased.



Finding 3 - Vehicle Auctions (pages 18 to 21)

. - Detailed Reports of Survey were not being prepared showing the maintenance
history and detailed reasons why a vehicle was being sold at auction.

- Property and Procurement officials were not being informed of the results of
auctions nor the disposition of vehicles not sold.

- The Motor Pool’s listings were not being updated to remove vehicles that were sold
or disposed of.
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Honorable Roy L. Schneider, MD
Governor of the Virgin Islands
Government House

Kongens Gade

Charlotte Amalie

St. Thomas, Virgin Islands 00802

Honorable Lorraine L. Berry
President

22nd Legislature

Capital Building

Charlotte Amalie

St. Thomas, Virgin Islands 00802

Dear Governor Schneider and Senator Berry:

Attached is the final report of our audit of the acquisition, accounting, and disposal
of Government vehicles.

The objectives of the audit were to determine if: (i) vehicles were obtained in
compliance with applicable laws and regulations; (ii) an effective system had been
established at the Motor Pool to account for all vehicles assigned to Government agencies;
(iii) required reports on vehicle assignments were prepared; and, (iv) vehicles determined to
be unneeded were disposed of according to Government regulations.

Our review showed that Property and Procurement had abrogated its responsibilities
in establishing procedures to ensure compliance with the provisions of the Code as they
relate to vehicle management. Over a period of time, the responsibility for vehicle
acquisition and control had been transferred to the various agencies: Specifically, we found
that: (i) annual meetings were not held to identify user requirements and purchase of vehicles
for the Motor Pool fleet; (ii) the assignment of vehicles to individuals by name and title was
not known; (iii) agencies procured vehicles based on personal preference and not on
economic considerations; (iv) purchases were not approved by the Legislature as required
by the Code; (v) vehicles listed on the Motor Pool’s master lists were not identified as being
on hand at agencies; (vi) vehicles were on hand at agencies that were not included on the
Motor Pool’s master lists; (vii) the required annual report to be submitted to the Governor
and Legislature identifying, among other requirements, the name and position of individuals



assigned exclusive use of vehicles, was not prepared; (viii) vehicles listed for sale were not
supported by a detailed analysis of the economic feasibility of repairing the vehicle or
stripping it for parts; and, (ix) vehicles sold were not removed from the master lists.

As aresult of these conditions: (i) only 53 of the 96 vehicle purchases reviewed on
St. Thomas from 1993 to 1996 had received proper Legislative approval; (ii) 41 vehicles
purchased during our review were not identified on the Motor Pool’s records; (iii) bid
procedures were used in only 34 of the 96 purchases reviewed; (iv) the Motor Pool listed 151
vehicles that were not on agencies’ records; (v) agencies recorded 220 vehicles on hand that
were not on the Motor Pool’s records; (vi) accountability for exclusive use of vehicles was
not reported to the Governor or the Legislature as required; (viii) vehicles were offered for
sale without a detailed maintenance determination of the condition; (viii) the ultimate
disposition of unsold vehicles was unknown; and, (ix) sold vehicles were not removed from
the Motor Pool’s master lists. ’

An exit conference was held on January 22, 1998, with the Commissioner of Property
and Procurement at which time he concurred with most recommendations made. However,
an unsigned response from Property and Procurement dated February 17, 1998, did not
indicate specific concurrence or nonconcurrence with the recommendations made in the
report. A copy of the response is included as Appendix I beginning on page 22. The
additional information needed to resolve the recommendations are detailed as Appendix II
beginning on page 27. :

We have summarized at the end of each finding, Property and Procurement’s
response, and have also included our comments. They can be found on pages 9, 16, and 21.

If you or your staff require additional information, please call me at 774-6426.
Sincerely,

%ﬂw /‘mfgé@ﬂﬁ@»]%

~ Steven van Beverhoudt, CFE, CGFM
Inspector General

Attachment:
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INTRODUCTION

BACKGROUND

he authority for exercising control and management of Government property

in the Virgin Islands is vested with the Department of Property and

Procurement (Property and Procurement). Under the provisions of Title 31
of the Virgin Islands Code (Code), Property and Procurement will manage and control
Government property and will have authority over the disposition and use of such property,
including inventorying and establishing forms and procedures for sale, rental or other
disposition of such property. In order to aid in performing these duties, guidelines have been
established in the Virgin Islands Government’s Property Manual (Property Manual).

Title 31, Section 154 of the Code states that, the Division of Transportation of
Property and Procurement will among other responsibilities: (i) establish and operate a
Central Motor Pool (Motor Pool) on the three islands for the acquisition, assignment,
disposal, identification, . . . control, and regulation of all vehicles within the Executive
Branch of the Government; and, (ii) provide the Governor and Legislature with an annual
report on the operations of the Motor Pool on each island as of the end of the preceding year.
The annual report will include the following: (i) the number of pool vehicles owned or leased
on each island and the agencies assigned or utilizing these vehicles; and, (ii) the number of
employees with assigned pool vehicles for each agency, listed by vehicle license plate
number and employee classification.

Title 31, Section 157 of the Code states that no Government agency will procure any
vehicle unless prior approval is first obtained from Property and Procurement and such
approval is ratified by the Legislature’s Committee on Finance. The Legislature has an
additional responsibility, as identified in Title 31, Section 152 of the Code, in that the
Legislature will, among other duties, minimize exclusive assignment of Government
vehicles.

Some of the major functions, as outlined in the Motor Pool’s Policy and Procedures
Manual (Motor Pool Manual) are to: (i) consolidate the needs of user agencies to effect
economical procurement of a fleet of vehicles; (ii) maintain an updated master list of all
vehicles assigned to agencies for exclusive use in conducting Government business; and, (iii)
dispose of vehicles no longer needed by agencies either by sale orscrap.

The following schedule identifies, as of July 1997, the over 1,200 vehicles assigned
to agencies as recorded by the Motor Pool. However, as will be shown in this report, these
amounts are not accurate.



Number of
Island Vehicles Assigned
St. Croix 662
St. John 43
St. Thomas _565
1270

Accountability guidelines for vehicles assigned to user agencies are contained in the
Property Manual. The guidelines require agencies to appoint an accountability officer who
is responsible for maintaining control over the use of the vehicles. The procedures also detail
the liability for loss or damage of non-expendable property, including vehicles, and require
that a Report of Survey be prepared by a Board of Survey, that assigns financial liability for
loss or damaged vehicles. Depending on the investigations, the accountability officer or
employee to whom the accountability officer has transferred the responsibility for the
vehicle, can be held financially culpable for missing property.

OBJECTIVES AND SCOPE

performed in compliance with applicable laws and regulations; (ii) an

effective system had been established at the Motor Pool to account for all
vehicles assigned to Government agencies; (iii) required reports on vehicle assignments were
prepared; and, (iv) vehicles determined to be unneeded were disposed of according to
Government regulations.

’ I \he objectives of the audit were to determine if: (i) vehicle purchases were

Our review of the acquisition, accountability, and disposal of vehicles was performed
at Property and Procurement for all three islands. However, due to fiscal constraints, our
physical review of Motor Pool operations and related sales of vehicles was limited to St.
Thomas.

The audit was performed in accordance with "Government Auditing Standards"
issued by the Comptroller General of the United States. We included tests and procedures
that were considered necessary under the circumstances.

As part of our review, we evaluated the internal controls over vehicle acquisitions,
accountability, and sales to the extent necessary to accomplish the audit objectives.
Weaknesses identified during the review are discussed in the Audit Results section of this
report.



PRIOR AUDIT COVERAGE

e are unaware of any audits of the areas included in this review during
the last five years.



AUDIT RESULTS

NCLUSI

he results of our review showed that Property and Procurement had abrogated

its responsibilities in establishing procedures to ensure compliance with the

provisions of the Code as they relate to vehicle management. Over a period
of time, the responsibility for vehicle acquisition and control had been transferred to the
various agencies. Specifically, we found that: (i) annual meetings were not held to identify
user requirements and purchase of vehicles for the Motot Pool fleet; (ii) the assignment of
vehicles to individuals by name and title was not known; (iii) agencies procured vehicles
based on personal preference and not on economic considerations; (iv) vehicle purchases
were not approved by the Legislature as required by the Code; (v) vehicles listed on the
Motor Pool’s master lists were not identified as being on hand at agencies; (vii) vehicles
were on hand at agencies that were not included on the Motor Pool’s master lists; (vii) the
required annual report to be submitted to the Governor and Legislature identifying, among
other requirements, the name and position of individuals assigned exclusive use of vehicles,
was not prepared; (viii) vehicles listed for sale were not supported by a detailed analysis of
the economic feasibility of repairing the vehicle or stripping it for parts; and, (ix) vehicles
sold were not removed from the master lists.

As aresult of these conditions: (i) only 53 of the 96 vehicle purchases reviewed on
St. Thomas from 1993 to 1996 had received proper Legislative approval; (ii) 41 vehicles
purchased during our review were not identified on the Motor Pool’s records; (iii) bid
procedures were used in only 34 of the 96 purchases reviewed; (iv) the Motor Pool listed
151 vehicles that were not on agencies’ records; (v) agencies recorded 220 vehicles on hand
that were not on the Motor Pool’s records; (vi) accountability for exclusive use of vehicles
was not reported to the Governor or the Legislature as required; (vii) vehicles were offered
for sale without a detailed maintenance determination of the condition; (viii) the ultimate
disposition of unsold vehicles was unknown; and, (ix) sold vehicles were not removed from
the Motor Pool’s master lists. ‘

These conclusions are discussed in more detail in the finding section of this report.



FINDING 1 - ACQUISITION OF VEHICLE,

acquisition of vehicles. This conclusion is based on Property and Procurement’s
failure to show that: (i) Legislative approval was obtained before vehicles were
purchased; and, (ii) the bidding procedures as required by the Code were followed.

Property and Procurement did not comply with the provisions of the Code in the

Criteria

Title 31, Section 157 of the Code states that, no Government agency can procure a
vehicle unless prior approval has been received from Property and Procurement, with
ratification by the Legislature’s Committee on Finance. If the Committee on Finance does
not act to disapprove the procurement within 15 working days, the procurement is deemed
approved and ratified.

Acquisition

In order to verify if proper procedures were followed in the acquisition of vehicles,
we reviewed purchases made from fiscal year 1993 through 1996. We were provided, by the
Motor Pool, with a listing of 119 vehicles purchased on St.Thomas during the scope of our
review. In addition, our review of Property and Procurement files revealed 41 additional
purchases that were not included in the Motor Pool’s list. We examined 96 of the 160
purchases to determine if the required approval had been obtained prior to consummation of
the procurement. Our review was limited to 96 vehicles, because documentation for 64
vehicles purchased was not available for our review. We found that only 23 of the 96
vehicles had documentary evidence of legislative approval, another 30 had been tacitly
approved since the Legislature had not disapproved the purchases within the 15 work days
required by the Code.

The following schedule summarizes the results of our review of the 160 vehicles for
which legislative approval was required. As previously stated, we were not able to determine
the approval or disapproval of 64 vehicles purchased or leased since no files were provided
by Property and Procurement identifying the purchases.



Vehicle Approval or Disapproval Number of Vehicles
Legislative approval received 23

Legislative approval received by
default - no response received

within 15 days 30

No documentation available in file to

identify Legislative approval or disapproval 43

No file provided for vehicle purchase _64
160

Competitive Bids

The majority of vehicles purchased on St. Thomas in fiscal year 1993 through 1996
were not procured using competitive bid procedures as required by the Code. Our review of
the 96 purchases, for which documents were available, showed that, in 34 instances (35%)
competitive bids were sought. Title 3, Section 235 of the Code states that; "Before making
any purchase . . . the Commissioner of Property and Procurement will secure competitive
bids under the rules and regulations."

Motor Pool Listing. The first part of our review was of the 119 vehicles listed
in the Motor Pool as having been purchased during the four-year period. There was no
documentation in Property and Procurement regarding 64 of the 119 vehicles listed on the
Motor Pools’s record. Therefore, we could not determine if written bids were requested prior
to purchasing the vehicles. Our review of the 55 purchases, where some documentation
was available in Property and Procurement files, showed that some type of bid had been
requested for 16 purchases. We were not provided with any documentation showing that bids
had been requested or received for the other 39 purchases.

Property and Procurement Files. As previously stated, we identified an
additional 41 vehicles purchased during the four-year period that contained information in
the Property and Procurement files but were not on the Motor Pool listing. Our review of the
files showed that in 18 of the 41 purchases, some type of bid was requested. In the other 23
cases, there was no documentation to show that bids were requested.



Car Dealers. The majority of the vehicles purchased were for the most part from
two local suppliers. Limited purchases were also made from three other suppliers. In most
cases, vehicles were purchased on an individual basis, as a result, there is no assurance that
the best prices were obtained by the Government.

The following schedule identifies the suppliers, the number of purchases, and
whether competitive bidding procedures were or were not apparently used. The schedule
identifies 96 purchases and leases valued at $1,882,635 of which 62 valued at $1,267,944
were not procured using competitive bidding procedures. The remaining 34 (35%) valued
at $614,691 included documentation in the files indicating the use of some type of
competitive bidding procedures. Not included in the schedule are the 64 purchases listed on
the Motor Pool list for which we were not provided any files by Property and Procurement.

Purchases Bid Procedures
Car Dealer No. Amount No. Used No. Not Used

1 62  $1,283,998 22 $419,895 40 $ 864,103
2 26 432,065 11 178,896 15 253,169
3 4 80,907 0 -0- 4 80,907
4 3 69,765 0 -0- 3 69,765
5 1 15,900 1 15,900 0 0

96 $1.882.635 34 $614.691 62 $1.267.944

Standardizing the Fleet

Agencies and Property and Procurement did not standardize the make up of the
vehicles purchased. Title 31, Section 157 of the Code, in part, states that the method of
procurement of Government vehicles will be by three-year fleet, non-capital leasing,
wherever practicable. Procedures were not established to comply with two provisions of the
Code, namely: (i) the September 30 deadline to consolidate all purchases for the
coming year; and, (ii) the requirement that the vehicles be standard with no special features.
For the most part, when Property and Procurement was requestedto procure a vehicle, the
agency specified the type of vehicle that was to be purchased and, what special features were
to be included in the vehicle. Also, there was no time period established; vehicles were
purchased usually one at a time, throughout the year.



We did identify a few instances where four or five vehicles were purchased for an
agency at one time; however, these situations occurred when the particular agency identified
the one time need for several vehicles. The purchases were not attempts to standardize the
Government’s fleet.

The Motor Pool’s Rules and Regulations states that vehicle specifications are the
means by which fleet managers can control the purchasing process to attract competitive
bids, and buy high-quality vehicles that meet user needs. The specifications for standard fleet
vehicles are written with user input, including special purpose vehicles, such as police cars
and ambulances, to ensure that unique agency needs are met. Once established, vehicle
specifications require annual review, and if necessary, modification. Standard and special-
purpose vehicle specifications must be finalized by October 1 in order to initiate the vehicle
purchase process.

Our review showed that these procedures have not been implemented. Exclusive use
vehicle requirements are established by the user agencies, annual requirements are not
determined and vehicles are purchased based on the desires of the agencies without
consideration of standardizing the fleet and economic considerations. For example:

- Jeep Cherokees were acquired by different agencies and in a few cases leased for
different prices. Five 1996 Cherokees were acquired by four separate agencies; two for

$18,000 each, and three others for $20,880; $26,500; and $27,331. None were purchased
using competitive bidding procedures.

- Chevrolet Cavaliers were purchased by different agencies ranging in price from
$9,943 to-$13,000.

Recommendations
We recommend that the Commissioner of Property and Procurement:

1. Ensures that procedures are followed and the procurement of vehicles is done
using the competitive bidding procedures required by the Code.

2. Complies with the provisions of the Code, by ensuring that procedures are
followed to standardize the fleet of vehicles to maximize the economic purchase of vehicles.

3. Establishes and follows procedures to ensure that agencies participate in making
their needs known once a year by the required September 30th deadline.



4. Purchases vehicles only once a year, except for emergencies, based on the
September 30th reporting deadline.

5. Ensures that no purchases are made without the required legislative consent.

roper nd Procurement’s R n

Property and Procurement’s response did not specifically address the five
recommendations made in this section of the report; however based on the comments made,
some concurrence and nonconcurrence can be inferred. They are summarized as follows:

For the first recommendation on following competitive bidding procedures, the
response implies nonconcurrence by stating that the "percentage" does not prove that
competitive bidding was not used.

For the recommendation on standardizing the fleet, "Property and Procurement
recognizes that standardization has not occurred over the years," however it is intended to
follow the requirements of the Code. The response further states; "Although the Audit
Report notes a fluctuation in pricing for FY year 93-96 for Cherokee Jeeps and Chevy
Cavaliers, it fails to note that this was an attempt towards fleet standardization."

In response to the third and fourth recommendations that agencies make vehicle
needs known on an annual basis, and purchases are made once a year, it was indicated that
Property and Procurement "recognizes the need for annual review, however, this has not been
practicable because of budget restraints and the budget not being in place at the time." It is
further intended to "collectively purchase vehicles" in the future.

Finally, the fifth recommendation on ensuring legislative approval, the response
implies disagreement, because 30 vehicles were approved by default and the review of files
was limited to St. Thomas.

Inspector General’s Comments

The response does not give a specific plan of action for the recommendations for
which concurrence was implied, nor does it specify a reason why there was nonconcurrence
for recommendations that were not agreed to. The following are our comments to the
responses made in this section of the report.

For the first recommendation, we agree that the purchase documents reviewed were
for St. Thomas only. This scope limitation was indicated in the "Objectives and Scope"

portion of the report; however, we have revised the report to point out this restriction again
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in the finding. The facts remain however, that of 96 purchase documents supplied to us, in
only 34 cases was there evidence that competitive procurement was used. It does not matter
whether or not the same situation existed on St. Croix. The recommendation that the
competitive procedures required by the Code be followed is still valid.

Regarding the second recommendation, Property and Procurement agreed that
"standardization has not occurred over the years," however the response does not indicate
how this requirement of the Code will be implemented. It further tried to use our finding of
the fluctuation in the price of five 1996 Jeep Cherokees as evidence of an attempt toward
standardization. We fail to see how a price variation between $18,000 and $27,331 for five
Jeep Cherokees could be evidence of standardization. If they were attempts to standardize,
the costs should have been almost the same. We must also note that the two most expensive
of the five Jeeps were acquired for Property and Procurement and the Office of Management
and Budget.

The third and fourth recommendations are based on the requirements of the Code.
Property and Procurement concurred that they were not being followed, however, an action
plan for implementation was not indicated.

Finally, regarding the recommendation dealing with legislative approval, we agree
that if the Legislature does not take action within 15 days, tacit approval is given. We did
indicate this in the report. However, based on the documents provided, and as stated in the
report, of 96 vehicle purchases reviewed, there was no evidence of legislative approval for
43 purchases; that is 45%. Our recommendation that Property and Procurement ensures that
legislative approval be obtained, as required by the Code, is valid.

10



FINDING 2 - VEHICLE ACCOUNTABILITY

The Motor Pool has lost accountability for Government vehicles. An effective
system was not established to accurately account for the vehicles assigned to the various
Government agencies. The provisions of the Code specify that the Motor Pool will establish,
operate and maintain a computer-based system to, among other duties, account for, control
and maintain a perpetual inventory system. Our review disclosed that: (i) the inventory of
vehicles maintained by the Motor Pool did not match the inventory reported as on hand by
Government agencies; (ii) there is no procedure to assign culpability for lost vehicles; (iii)
there was no assurance that vehicles purchased by Property and Procurement were received,
recorded in the inventory, actually delivered and on hand at the agencies; and, (iv) the
required annual report showing among other data, the vehicles on hand at the agencies as
well as to whom they were assigned, was not prepared. As a result, the Motor Pool has lost
control over Government vehicles and there is no assurance that all vehicles can be
accounted for.

Motor Pool vs. Agency Inventories

The inventories of vehicles maintained by the Motor Pool on the three islands, did
not agree with the inventory listings provided to us by the agencies. Conversely, numerous
vehicles listed by the agencies were not on the Motor Pool lists. Our correspondence to the
agencies identified several reasons why their inventories did not match the Motor Pool
listings, primarily; (i) agency transfers of vehicles without proper notification; and, (ii)
vehicles excessed but not removed from Motor Pool’s inventory.

" In order to verify the accuracy of the Motor Pool’s inventory of vehicles, we
contacted several agencies on the three islands, requesting an agency listing of vehicles in
their possession. Based on a reconciliation of the various listings, we found significant
discrepancies between the vehicles listed by the Motor Pool as assigned to the agencies when
compared to the number of vehicles claimed to be in the possession of the agencies. Of the
34 agencies on the three islands contacted, their records showed 220 vehicles in their
possession that were not recorded by the Motor Pool. Conversely, the Motor Pool had
identified 151 vehicles listed as assigned to the agencies which the agencies indicated that
they did not have. The following summary identifies the number of agencies reviewed, the
number of vehicles on the Motor Pool and agency lists, and the differences noted above.

~
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On Motor On Agency
Agencies Number of Vehicles Pool Not Not Motor

Island Reviewed Motor Pool Agency Agency List Pool List

St. Croix 14 566 568 111 113
St. John 7 20 36 0 16
St. Thomas 13 250 301 _40 91

34 836 905 A5l 220

The non-accountability of vehicles between the Motor Pool and the agencies was not
isolated to one or two agencies, of the 34 agencies on the three islands reviewed, only six
agencies’ records agreed with the Motor Pool’s. Some agencies had large discrepancies, a
few of which are summarized below.

- The Department of Education on St. Thomas listed 51 vehicles, while the Motor
Pool had only 24 on their books. There were 32 vehicles on Education’s list that were not
on the Motor Pool’s list. Conversely, there were S vehicles on the Motor Pool’s list that
were not on Education’s.

- A similar condition existed with the Department of Housing, Parks and Recreation
on St. Thomas where the agency had 14 vehicles on their list that did not appear on the
Motor Pool’s list. This figure is rather high since there were only 23 vehicles listed by the
agency. There were also 3 vehicles listed by the Motor Pool that could not be identified on
the agency’s list.

- On St. Croix, the Department of Public Works showed 121 vehicles on their listing
while the Motor Pool showed 120, a difference of 1 vehicle. There were 16 vehicles on the
Motor Pool’s list that were not on Public Work’s list. Likewise, there were 17 vehicles on
the agency’s list that were not on the Motor Pool’s list. Officials at Public Works indicated
to us that they knew nothing about the 16 vehicles that the Motor Pool alleges were assigned
to the agency. '

- Another St. Croix agency, the Department of Human Services listed 60 vehicles,
while the Motor Pool’s showed 70. Our review of the listings revealed that the Motor Pool
had 19 vehicles that were not on the agency’s list, and the agency had 9 vehicles not included
on the Motor Pool list.

If the preceding schedule is reviewed, the net difference between the Motor Pool
listing and the sampled agencies’ listing amounted to 69 vehicles (836 vehicles per the Motor
Pool vs. 905 vehicles per the agencies). The total number of vehicles to be accounted for
however, is substantially higher. There are 151 vehicles on the Motor Pool’s listing that the

12



agencies do not have and the agencies identified 220 vehicles in their possession that the
Motor Pool does not have any record of, a total of 371 vehicles.

A thorough reconciliation must be conducted by the Motor Pool in order to accurately
identify the true number of vehicles that are owned by the Government, and to determine the
location or disposition of the unaccounted for vehicles.

Agency Reviews

- We attempted to get some rationale as to why most agency records were not in
agreement with Motor Pool records. Some reasons expressed by the agencies in response
to our requests for information were that vehicles had been: (i) transferred; (ii) returned to
the Motor Pool or, (iii) junked. Agencies that were contacted, could not provide any
documentation to support the authority to perform any of these three actions. The Motor
Pool is to account for all vehicles; therefore, it is the only one who can determine the
ultimate disposition of the vehicles.

The Code and the Motor Pool Manual are vague as to how the agencies are to
coordinate the disposition of vehicles. The Code and the Motor Pool Manual, as written,
make the assumption that the vehicles are controlled by the Motor Pool, when in fact they
are not. The accountability for vehicles has been transferred to the agencies, therefore, when
the time comes to excess a vehicle, the agency makes the determination. The Code and
Motor Pool Manual makes the assumption that most of the Government vehicles are part of
the Motor Pool’s fleet, when in reality most of the vehicles have been purchased by agencies
for exclusive use. As a result, the Motor Pool must rely on the agencies to determine that
vehicles are no longer needed and must be replaced.

Transfers. One of the basic problems with the loss of accountability over vehicles
is the unauthorized transfer of vehicles from one agency to another, and from one island to
another within an agency. A procedure has not been established to effect the transfer of
unneeded vehicles through the central control points, the Motor Pool. Agencies are
transferring vehicles without notifying the Motor Pool; therefore, accountability is lost.

A procedure has not been included in the Code since it is assumed that the Motor
Pool has control over all vehicles. Actions such as transfers and disposal of unneeded
vehicles, would be processed through the Motor Pool since they have the responsibility. This
is not done. Our review disclosed several instances where the explanation for not having a
vehicle on hand at the agency, but listed in the Motor Pool’s listing, was that the vehicle had
been transferred to another agency or another island within the same agency. We were only
informed of this verbally, but were not provided with any documentation to show that the
Motor Pool was notified or that the gaining agency had accepted the vehicle. Verbal
confirmation is not evidence that the transfer was made. It is also not included in any
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regulation, or the Code, that the agencies have authority to effect these transfers. Not only
are these actions bad policy, but a breach of internal controls since accountability is lost.

Returned to Motor Pool. Another explanation given by agencies when queried

about the status of vehicles no longer recorded as on hand, was that they were returned to the
Motor Pool, or "surveyed". We requested copies of reports of survey justifying the excessing
or scrapping of vehicles. The only Reports of Survey provided were the usual lists of the
vehicle with no detailed analysis of the feasibility of repairing the vehicle. In one case, a
Report of Survey was prepared on the date of our request. In all cases, the agencies could
not provide us with documentation to show that the vehicle had been returned to the Motor
Pool to be transferred to another agency, sold, or cannibalized for parts. We consider this
a major deficiency in the accountability of vehicles.

Junked. The Motor Pool has not established procedures to control the removal of
parts from vehicles that have been ‘declared excess. One agency indicated to us that 3
vehicles identified as being in their possession by the Motor Pool, had been junked by the
agency. It was further indicated that the vehicles were cannibalized for parts to be used on
other vehicles, and the "shells" or "remains" were on the grounds of the agency. These
cannibalizations were done without the knowledge or approval of the Motor Pool.

The Code and the Motor Pool Manual remain silent on the subject of cannibalization
of vehicles. It is our opinion that the Motor Pool, as the central control of vehicles, should
be the only ones involved in the cannibalization of vehicles no longer needed by agencies.
This would assign responsibility and ensure control over parts removed. In addition, the
requirement should be established that all vehicles no longer usable by the agencies should
be transferred to the Motor Pool for final disposition.

Receipt of Vehicles

Property and Procurement could not be assured that all vehicles purchased by
Government agencies were received and included in the Motor Pool’s register. A
requirement was not established to ensure that the Motor Pool would be notified of all
vehicles purchased. The Motor Pool would in many cases be apprised of the purchase when
an agency went to the Motor Pool to register the vehicle. This situation resulted in
inadequate control over the receipt of vehicles. Since the Motor Pool was not aware that a
vehicle had been purchased, it was up to the agency to notify the Motor Pool when the
vehicle had been delivered.

As indicated in our finding of Acquisition of Vehicles, we identified 41 vehicles
purchased from 1993 to 1996 that were not recorded in the Motor Pool’s inventory. Since
the Motor Pool is required to maintain the official register of all vehicles, by agency and
individuals assigned to the vehicle, in at least 41 cases, they were not aware, or did not
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record, that the vehicles were received by the agencies. Property and Procurement must
alert the Motor Pool when purchases are made, and to be aware that vehicles will be
delivered to an agency. We were able to identify only 41 vehicles, but there are no
assurances that there were not more ordered and received. By not notifying the Motor Pool,
Property and Procurement has perpetuated a serious breach of internal control procedures.
We cannot be assured that these 41, and maybe others, were ever received by the agency, or
have not been diverted for personal use. The audit trail is lost when there are no "checks and
balances" on ordering and receiving of vehicles.

As shown in another section of this report, our comparison of the Motor Pool’s
master list of vehicles compared to individual agency listings revealed numerous
discrepancies. For our sampled items, we found that the Motor Pool had 151 vehicles listed
that were not on the agencies listings. Conversely, we found that the agencies had 220
vehicles on their listings that were not on the Motor Pool’s master list. This again shows a
serious lack of control over vehicles.

Annual Report

The Motor Pool was not preparing an annual report identifying, among other
reportable items, the number of vehicles, and the agencies and individuals to whom they
were assigned.

Title 31, Section 154 of the Code states that the Motor Pool is required to prepare and
submit before January 31 of each year an annual report of its operations to the Governor and
the Legislature. Among the operations to be reported are two sections dealing with
accountability, specifically: (i) the number of vehicles owned or leased on each island and
the agencies assigned or utilizing such vehicles; and, (ii) the number of employees with
personally assigned vehicles for each agency, listed by motor vehicle license plate number,
and employee position classification.

Officials at the Motor Pool indicated to us that they were not aware that this
requirement was included as part of the Code. In our opinion, the preparation of the annual

report, as required by the Code, would be an invaluable management tool for Motor Pool’s
monitoring of vehicles assigned to agencies.

Recommendations
We recommend that the Commissioner of Property and Procurement:
1. Updates the inventory of all vehicles owned by the Government. Ensure that

vehicles identified by the Motor Pool as assigned to the agencies are reconciled with vehicles
actually in the possession of the agencies.
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2. Establish a procedure to ensure that the master lists are continually updated.
3. Comply with the provisions of the Code by preparing the annual report as required.

4. Ensure that agencies acquire the required approval from the Motor Pool, when
vehicles are being transfer to other agencies or islands within the same agency.

5. Ensure that Reports of Survey are prepared and properly authorized when vehicles
are being returned to the Motor Pool.

6. Ensure that procedures are established to deal with the cannibalization, and
disposition of unneeded vehicles.

7. Ensure that the Motor Pool is notified, with sufficient documentation, whenever
vehicles are purchased.

Property and Procurement’s Response

Property and Procurement, in response to the first four recommendations, "recognizes
its Motor Pool responsibility to maintain accountability for all government vehicles assigned
to various government agencies." However, it was claimed that budget restraints "prevented
the acquisition of a proper computer-based system to enforce vehicle inventory." It further
stated that "the Motor Pool must rely on the Agencies for information to continuously update
its records." It was also indicated that "vehicles not yearly registered for whatever
maintenance reason" are not recorded on current Motor Pool listings. Finally, Property and
Procurement stated that numerous changes are now being considered to bring accountability
back under control.

For the fifth recommendation on ensuring that Reports of Survey are prepared and
properly authorized, Property and Procurement claimed that it has "implemented the most
successful action plan to date."

In response to the sixth recommendation on the establishment of procedures to deal
with cannibalization and disposition of unneeded vehicles, Property and Procurement claims
that they "are now using this method to provide badly needed spare parts."”

Finally, in response to the seventh recommendation on ensuring that the Motor Pool

is notified when vehicles are purchased, it was stated that steps have been taken to
"accurately remedy this situation."
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Inspector General’s Comments

Although Property and Procurement recognized its responsibility to account for all
Government vehicles, it did not specify the steps being taken to account for all vehicles. We
feel that the first step is to do a complete reconciliation of vehicles. As pointed out in this
report, there are at least 151 vehicles that the Motor Pool claims are in the possession of
agencies, that the agencies claim they do not have. At $10,000 to $12,000 per vehicle, this
means that assets costing $1.5 million to $1.8 million have not been accounted for. In
addition, agencies have at least 220 vehicles in their possession that the Motor Pool has no
record of. Using the same cost of $10,000 to $12,000 per vehicle, between $2.2 million and
$2.6 million in assets are not recorded in the Government’s books. We question whether
there are vehicles that were acquired with Government funds that neither the agencies nor
the Motor Pool has records of, but were rather diverted for personal use.

Property and Procurement’s assertion that vehicles that are not registered due to
maintenance reasons raises additional concerns. Are we to infer that vehicles under
maintenance and not registered yearly are simply dropped from the master vehicle inventory?
We question this claim, because as reported, we found vehicles that were auctioned but are
still on the Motor Pool’s list.

We do not agree that the lack of a "proper computer-based system" prevents Property
and Procurement from properly accounting for Government vehicles. A thorough inventory
should be performed, to reconcile the current listing. After which a reconciliation can be
performed annually at the time vehicles are registered. If a vehicle is not registered, Property
and Procurement can contact the respective agency. With no more than 2,000 vehicles in the
Government’s fleet, the current computer data base can be utilized. We believe that the
problem is a lack of timely updates.

As noted in this report, most agencies contacted could not provide evidence that
Reports of Survey were prepared. It is Property and Procurement’s responsibility to ensure
that agencies comply. Again, contacts can be made at least annually at the time of vehicle
registration.

Regarding procedures for the cannibalization of vehicles, the response failed to detail
the procedures in use.

Finally, the response also failed to detail the steps taken to ensure that the Motor Pool
is notified when vehicles are purchased.
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FIND - VEHICLE AUCTIONS

he Motor Pool did not have an effective system to select, evaluate, and

record the condition of, or sell unneeded Government vehicles. The system

as implemented was inadequate in ensuring that the provisions of the Code
were met. The decision to dispose of vehicles was not made by an annual updating of the
fleet by the Motor Pool, but rather at the whim of the user agencies. The system as
implemented did not include: (i) detailed Reports of Survey needed to identify the true
condition of the vehicles; (ii) evaluations of the economic repairability or removal of spare
parts and scrapping the vehicles versus outright sales "as is"; (iii) identification of vehicles
on auction listings to Motor Pool records; (iv) documentation on the disposition of unsold
vehicles; and, (v) steps to remove sold vehicles from the Motor Pool’s master list inventory.
As aresult, there was no assurance that the Government received the most economical price
for the vehicles removed from the Government’s fleet.

Criteria

Written criteria were not established assigning the responsibilities and method of
conducting vehicle sales. The Code under Title 31, Section 231, states that one of the duties
of the Commissioner of Property and Procurement is to dispose of all materials and
equipment not needed or declared unsuitable for use.

The Procedure Manual details how to identify vehicles for replacement or disposal.
Some of the criteria include; the review of maintenance and repair cost reports generated by
the Fleet Management Information System, and discussion of vehicle performance and
condition with maintenance supervisors and vehicle users. The list should contain vehicles
that: (i) the continued use will require a major expenditure for maintenance or repair; (ii)
have consistently and significantly higher than average maintenance and repair costs; (iii)
will have reached the recommended interval by the time the next shipment of new vehicles
for the Motor Pool will be received; and, (iv) users have requested a replacement vehicle due
to dissatisfaction with the vehicle condition, performance, appearance, etc.

Current Procedures

Under the current procedures the Motor Pool does not prepare the listing based on
their analysis of the fleet or make evaluations based on recorded maintenance and repair
costs. As previously mentioned in this report, the responsibilify for vehicles has been
transferred to user agencies. The "fleet" has not been standardized; that is, agencies purchase
based on their desires and not bulk purchases. Records are not maintained to report
maintenance and repair costs by individual vehicle. A Report of Survey is prepared, sent to
the user agency for the signatures of three survey officers within the agency, the signature
of the agency Commissioner and returned to the Motor Pool. The Motor Pool determines
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the condition of the vehicle and places an estimated value. A sale is then held, vehicles are
sold, money is collected and some unsold vehicles are stripped of usable parts and the shells
disposed of, others are kept for sale at a later auction.

Report of Suryv.

Under current procedures, the condition of the vehicle has to be indicated by the
Motor Pool, and processed to the user for review, the report is called a Report of Survey. Of
two auction lists that were reviewed, we found that the conditions of the vehicles were
reported as "poor" and in a few cases "fair". In no cases were we provided with any detailed
Repoit of Survey showing the actual condition of the vehicles or if an analysis had been
made as to the economic repairability, or determination that the vehicle should be scrapped
and used for spare parts. In accordance with the Motor Pool Manual, the Motor Pool should
list only those vehicles for sale that are uneconomical to repair. This determination however,
can only be made based on a detailed analysis of the repair costs.

As aresult, we could not determine the actual condition of the vehicles or the criteria
used to classify them as being in "poor" or "fair" condition. We were not provided with
documentation to justify the opening bid prices for the vehicles sold at auction, some of
which seemed rather low in comparison to the year and make of the vehicles. The following
is an analysis of two auctions reviewed.

Auction of May 4, 1996. Included in the 23-vehicle sale of May 4, 1996, were
a 1992 Chevy Caprice that sold for $75, and a 1989 Chevy Blazer that sold for $50.
Without knowing the detailed condition of the vehicles these prices may seem questionable.
Also, it should be noted that if the vehicles were inoperable, why was there no determination
that it might have been more profitable to scrap the vehicles for spare parts. Included in that
same auction were vehicles such as a 1988 Dodge Diplomat that sold for $50, and a 1992
Chevy Caprice that sold for $325.

Auction of October 31, 1996. We reviewed in detail an auction held on
October 31, 1996 to identify the control over the vehicles sold at that auction. The
information provided to us showed that 24 vehicles were being offered for sale, ranging in
opening bid prices, from $75 to $500. We traced the vehicles to the Motor Pool’s master list
to determine if they were all Government vehicles, Reports of Survey had been prepared and
to determine the ultimate disposition of unsold vehicles. The following schedule identifies
what we found.




Number of
Vehicles Results of Review
7 Identified on Motor Pool List

12 Not identified on Motor Pool List-
however, identified as a Government
vehicle.

5 Not identified on Motor Pool List or if
a Government vehicle.

24

- In none of the cases was a detailed Report of Survey prepared. All of the vehicles
were just on the listing for sale, with an opening bid price. :

- None of the 7 sold vehicles on the Motor Pool list had been removed from the
listing at the time of our review, seven months later.

- The disposition of 7 vehicles not recorded as sold was not known. The Property
and Procurement individual responsible for overseeing the sales, is not usually informed of
the disposition of unsold vehicles.

Other Auctions. All vehicle sales revealed numerous questions as to why and
how the vehicles were included. In particular we selected two vehicles that appeared to have
been purchased for a questionable price. Again, not knowing the true condition of the
vehicles, and recognizing that the price paid may or may not be low because the vehicles
could only be used for spare parts, we reviewed the transactions. A two-year-old Jeep
Cherokee was sold for $250 in 1996, and a two-year-old Ford F-150 was sold for S500. We
inquired as to why the price received was so low. We were informed that "maybe" the
vehicles were damaged, but Property and Procurement personnel could not provide us with
Reports of Survey on either vehicle, and we were offered no explanation as to why they were
included in the sale.

Recommendations .

We recommend that the Commissioner of Property and Procurement:

1. Redefines the Report of Survey procedures to include a detailed maintenance
review of the condition of the vehicle. Ensure that only vehicles that are more economical
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to sell than repair are included in the proposed auctions.

2. Ensures that the Motor Pool informs the necessary personnel at Property and
Procurement of the results of the sale, and, more importantly, the disposition of unsold
vehicles.

3. Establish a procedure to ensure that the master list is promptly updated to remove
vehicles that have been sold.

Property and Procurement’s Response

Property and Procurement indicated that all the required paper work will be processed
before any auctions are held. No responses were made to the second recommendation to
ensure that Property and Procurement personnel are notified of the results of sales and the
disposition of unsold vehicles, and the third recommendation on updating the inventory list
deleting sold vehicles.

Inspector General’s Comments

The response failed to detail the steps that will be taken to ensure that all necessary
justifications are in place before vehicles are included in proposed auctions.

Property and Procurement officials voiced serious concerns to us that information on
the disposition of vehicles are not being relayed to appropriate officials. The officials were

especially concerned about the disposition of vehicles that were not sold at the auctions.

Regarding the issue of updating the master inventory, the failure to update the list is
one of the reasons why the current listings are inaccurate.
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APPENDIX 1

GOVERNMENT OF
THE UNITED STATES VIRGIN ISLANDS
ST, W

DEPARTMENT OF PROPERTY AND PROCUREMENT
#3274 ESTATE RICHMOND
CHRISTIANSTED, ST. CROIX, U.S. VIRGIN ISLANDS 00820-4200

OFFICE OF (809) 773-1561
THE COMMISSIONER : FAX: 773-0986

February 17, 1998

DEPARTMENT OF PROPERTY AND PROCUREMENT
RESPONSE
TO

: January 1998
OFFICE OF THE INSPECTOR GENERAL
AUDIT REPORT

This is in response to the Audit Report issued January 1998 by the Office of the Inspector
General. Findings in this Report are based on files reviewed from FY 1993 to 1996. It is
important to note that the Commissioner of Property and Procurement along with the
Deputy Commissioner of Transportation are implementing measures to correct many

deficiencies noted in this Report.
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APPENDIX I

Acquisition of Vehicles

Finding #1A The Audit Report faults the Department of Property and Procurement for
acquisition of vehicles without Legislative approval. However, if the Committee on
Finance does not act to approve or disapprove the request within 15 working days, the
Procurement request is deemed approved and ratified. In addition, the numbers indicated
on Page 8 shows 30 vehicles approved by default which was limited to files reviewed

only on St. Thomas as indicated on Page 3.

Competitive Bidding

Finding #1B  This finding is very vague and in no way can be proven by the percentages
given, (which is also very vague) that 35% is an accurate description of vehicles

purchased since only files on St. Thomas were used.

Motor Pool Listing

Finding #1C Property and Procurement will accept blame that lateral transfer of
information from the Division of Procurement did not take place on each vehicle
purchased, and has now taken steps under this Administration to accurately remedy this

situation.

Finding #1D  During the competitive bidding process, the Department of Property and
Procurement can only continue to solicit the limited number of American car dealers now

licensed to do business in the Territory. These limited dealers are the only ones capable



APPENDIX I

of offering warranty work on purchased vehicles. This, therefore, limits our ability to
obtain any better substantial pricing within the Territory.

S,

Vehicle Accountability

Finding #2A The Department of Property and Procurement recognizes its Motor Pool
responsibility to maintain accountability for all government vehicles assigned to the
various government agencies. However, budget restraints for FY 93-97 has prevented the
acquisition of a proper computer based system to enforce vehicle inventory.A Although
the Audit notes the inventory of vehicles maintained by the Motor Pool did not match
those on hand by Government agencies, the Report does not reflect vehicles not yearly
registered for whatever maintenance reason that is not recorded as current on DPP

vehicle listing.

Agency Review

Finding #2B In response to the Audit Report that Agency records were not in
agreement with Motor Pool records, it is clear that the Motor Pool must rely on the
Agencies for information to continuously update its records. There is no database in
place that can accurately record violations by agencies such as transfers; return to the
Motor Pool or even junked vehicles. Property and Procurement is aware of the
unauthorized practice by Agencies to transfer vehicles amongst eac‘:h other as well as off

island. We have continuously requested all Agencies to notify the Motor Pool once there

is a desire to transfer any vehicle within an Agency. On a whole, we fully acknowledge
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the breakdown in accountability and are now considering numerous changes under our

current administration to bring accountability back under control.

Yehicle Auction

Finding#3  The Division of Transportation will adopt an aggressive campaign by
requiring any vehicle to be sold on public auction to have all the required paper work

processed before any action has taken place.

Return to the Motor Pool

The Department of Property and Procurement, under this Administration, has
implemented the most successful action procedures to date as a method of scrapping
surveyed vehicles.

Junked

In the past, vehicles were cannibalized without any formal nature. However, we are now

using this method to provide badly needed spare parts to augment our limited supply.

Standardizing the Fleet ~

Findings #E  Property and Procurement recognizes that standardization has not occurred

over the years, however, it is the intent of this Administration to mandate Title 31, Sec.
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147 of the Code under Act 5248 to make standardization a reality. It is our intent in the
future to collectively purchase vehicles for designated Agencies and Departments at a
specific time period according to needs. Property and Procurement recognizes the need
for annual review, however, this has not been practical because of budget restraints and
the budget not being in place at the time. Although the Audit Report notes a fluctuation
in pricing for FY year 93-96 for Cherokee Jeeps and Chevy Cavaliers, it fails to note that

this was an attempt toward fleet standardization.
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APPENDIX II

ADDITIONAL INFORMATION NEEDED TO CLEAR
RECOMMENDATIONS FROM FOLLOW-UP SYSTEM

Recommendation

Number and Status

Finding 1:

1-1 Unresolved

1-2 Unresolved

1-3 Unresolved

1-4 Unresolved

Finding 2:

2-1 Unresolved

2-2 Unresolved

2-3 Unresolved

2-4 Unresolved

Additional Information Needed

Provide an action plan to ensure that
competitive procurement laws will be
followed.

Provide an action plan to ensure that
vehicle standardization as required by

Code will be implemented.

Provide an action plan to ensure that
agency needs will be determined annually.

Provide an action plan to ensure that vehicles

will be purchased once a year as required by
the Code.

Provide an action plan to be used to update the
inventory of Government vehicles.

Provide an action plan to ensure regular
updates.

Provide an action plan to prepare annual reports.

Provide an action plan to control the transfer,
survey, and disposal of vehicles.
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ADDITIONAL INFORMATION NEEDED TO CLEAR
RECOMMENDATIONS FROM FOLLOW-UP SYSTEM

Recommendation

Number and Status Information Needed

2-5 Unresolved Same as Finding 2-4.

2-6 Unresolved Provide evidence of the procedures in use for

: the cannibalization of vehicles.

2-7 Unresolved Provide evidence of the procedures in place to
ensure the total accounting of the purchase of
vehicles.

Finding 3:

3-1 Unresolved Provide evidence of an action plan to detail the

' condition of vehicles to be auctioned.

3-2 Unresolved Provide evidence of an action bplan to fully
account for vehicles sold at auction and those
that are not sold.

3-3 Unresolved Same as Finding 2-1.
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APPENDIX III

OFFICIAL REPORT DISTRIBUTION

Yirgin Islands Government

Office of the Governor 3
Office of the Lieutenant Governor 1
Department of Property and Procurement 1
Department of Justice 1
Office of Management and Budget 1
Department of Finance 1
22nd Legislature 16

Federal Government

Office of Inspector General -
Department of the Interior 1

Department of Justice 1
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