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Executive Summary

The following summarizes the major findings resulting from the Audit of the Virgin Islands
Department of Labor’s Unemployment Insurance Division (Unemployment Insurance) for the period
January 1996 through December 1999 (AC-02-81-01).

Finding 1: Improper Employer Tax Refunds and Credits (pages 6 to 10)

= The Department of Labor (Labor) improperly issued over $625,000 in refund checks to
selected local employers.

* These selected employer accounts were retroactively and improperly adjusted to reflect tax
credits totaling over $5.1 million.

* Supporting analyses for these refunds and adjustments were not included in the employer
files and Labor officials did not comply with the approval and processing requirements stated
in the Labor’s procedure manuals, or Title 24, Section 309 of the Virgin Islands Code.

* Additionally, other selected employers were granted in excess of $1.5 million in tax credits
after they were allowed to make “voluntary contributions” contrary to the Code and Labor
procedures.

Finding 2: Corrupted Employer Records (pages 11 to 12)

* Ofthe 14 employer accounts selected, all have evidence that account histories were adjusted
and restated within the Unemployment Insurance’s accounting system.

» Misstating employer account histories also corrupted the historical data, which is the basis
for determining future employer tax rates, delinquencies, penalties and interest due.

» No reconciliation was made between the employer payments and the amount credited on the
computer records system.

* The system permits retroactive changes to employer historical data in prior years. This
means there is never a closure to any given calendar or fiscal period, and that even if
accounts were reconciled and audited, those accounts could be subsequently altered.



Finding 3: Non-existent System Security (pages 13 to 14)

Although the AS400 hardware has the capability to document an “audit trail” of changes
made within the system, this feature was not enabled when the system was installed.
Virtually any employee who can successfully log on to the system has the ability to alter any
of the data contained in the system without detection through electronic identification of the
user or terminal, or through “audit trail” reports.

® No system security plan has been established or implemented to limit access to certain

functions and to individually identify system users.

Finding 4: Lack of Internal Controls Over Bank Accounts (pages 15 to 17)

Access to blank check stock and the signature stamp for the benefit/refund bank account was
not controlled by a limited number of responsible Labor officials.

The account required a single signatory, a mid-level director within Labor. This same
individual had full authority to modify tax rates, retroactively adjust employer payment
histories, and authorize the issuance of refund checks to employers. Virtually no segregation
of duties existed with respect to bank account transactions, or the entire refund process.

Refunds were improperly issued from the unemployment benefits account, which contained
thousands of transactions, making it extremely difficult to control or track refunds or any
other disbursement made from the account.

The bank account from which employer refunds and benefits were paid has not been
reconciled in over ten (10) years.

Finding 5: Inadequate Management Oversight (pages 18 to 19)

No system of management oversight is in place to control and review unemployment
insurance collection functions.

The organizational structure of Unemployment Insurance does not match the job duties and
responsibilities of current employees.

Unemployment Insurance personnel do not currently follow Labor’s own regulations and
procedures, or the unemployment insurance law with respect to employer tax assessment and
collection.

The Chief of Tax position has been vacant for over three (3) years and the Unemployment
Insurance Director position has been vacant for over ten (10) months.

Little effort has been made to effectively amend current legislation to correct obvious
deficiencies within the unemployment insurance provisions of the Virgin Islands Code.



Finding 6: Excessive Surplus Funds in the Unemployment Trust Fund (pages 20 to 23)

Over $57 million has accumulated in the unemployment trust fund with no successful efforts
made to amend the tax rate structure, or re-appropriate the surplus funds through the United
States Congress.

Local employers are currently levied using a rate structure wherein taxes levied far exceed
unemployment benefits paid.

The U.S. Department of Labor recommends a fund reserve of 1.5 times the amount of
average annual benefits paid. Management in Labor has not addressed this issue.
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January 22, 2001

Honorable Charles W. Turnbull
Governor of the Virgin Islands
Government House

Charlotte Amalie

St. Thomas, Virgin Islands 00802

Honorable Almando Liburd
President, 24™ Legislature
Capitol Building

Charlotte Amalie

St. Thomas, Virgin Islands 00802

Dear Governor Turnbull and Senator Liburd;

Attached is the final report of our audit of the Department of Labor’s Unemployment
Insurance Division for the period of January 1, 1996 through December 31, 1999.

The objectives of the audit were to determine the legality, propriety and accuracy of employer
unemployment tax refunds/credits, and to evaluate the Labor’s overall compliance with the
unemployment insurance sections of the Virgin Islands Code. We also evaluated internal controls
over unemployment insurance transactions as necessary to accomplish the above audit objectives.

Our audit disclosed that: (i) over $625,000 in unemployment insurance taxes were improperly
refunded to selected employers; (ii) $5.1 million in improper unemployment insurance tax credits
were granted to the same employers; (iii) $1.5 million in credits were granted to selected employers
based on an unauthorized “voluntary contribution” procedure; (iv) security of the unemployment
insurance accounting system is virtually non-existent; and, (v) the unemployment insurance fund
maintained by the U. S. Treasury is vastly over funded, creating a surplus in excess of $49 million.

Our audit also disclosed the appearance of significant misuse and abuse of government funds
through a former Labor official. These matters that were uncovered during the course of our audit
have been referred to the Government’s Fraud and Corruption Task Force for investigation and
possible criminal and/or civil prosecution. The former Labor official was terminated from
employment because of her refusal to cooperate with the ongoing investigation of these irregularities.



The acting Commissioner of Labor in a January 9, 2001 response agreed with most of the
recommendations made in the report. The entire response is included as Appendix I beginning on
page 26 of the report.

If you or your staff require additional information, please feel free to contact me at 774-6426.

Sincerely,
/ﬁﬁ W

Steven van Beverhoudt, CFE, CGFM
V. . Inspector General
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INTRODUCTION

BACKGROUND

Based on a January 1999 request for assistance from the Virgin Islands Department of
Justice, we undertook an audit/investigation of unemployment insurance refunds paid to employers
from January 1996 through December of 1999. The unemployment insurance fund is governed by
Title 24, Chapter 12 of the Virgin Islands Code, and is administered by the Virgin Islands
Department of Labor (Labor). As stated in the Department of the Interior, Office of Inspector
General’s report dated December 1998, “the Department of Labor’s Unemployment Insurance

Division provides temporary income to workers who are unemployed or underemployed throughno -

fault of their own. In accordance with Title 24, Section 301 of the Virgin Islands Code, benefit
payments to claimants are funded through ‘the systematic accumulation of funds (paid by local
employers) during period of employment from which benefits may be paid (to individuals) during
periods of unemployment.””

The tax rate structure for employer tax payments is described in Title 24, Section 308 of the
Virgin Islands Code as follows:

“Except as otherwise provided in this subsection, each employer shall pay
contributions equal to 5.4% of wages paid by him during the calendar year with
respect to employment, subject to the limit on wages ($14,600 for 1999) set forth in
subsection (c) of this section. Notwithstanding any provision of this section, no
employer may be assigned a rate of contribution for the calendar year of less than
6.0% (9.5% during the audit period) unless he has filed all wage and contribution
reports due and has paid all contributions due as of the computation date. No
employer may be assigned a rate of contribution of less than 5.4% of wages unless
his reserve ratio determined under paragraph (4) of this subsection is more than zero,
except that: each employer newly subject of this act shall pay contributions at the rate
of 3% until such time as he has sufficient experience to qualify for a contribution rate
in accordance with paragraph 4 of this subsection. In lieu of the 5.4% contribution
rate set forth in paragraph 1 of this subsection, each employer whose account has
been chargeable with benefits for each of the four completed calendar quarters ending
September 30 of any year shall pay contributions at a rate determined by the
employer’s reserve ratio. An employer’s reserve ratio shall be computed by
subtracting the total amount of benefits charged to this account as of the period (not
to exceed 12 calendar quarters) ending September 30 from the amount of
contributions paid for the same period and dividing the result by the total amount of
wages paid as reported by such employer for the same period. This computation shall
be made no later than December 31 of the year immediately preceding the calendar
year for which it shall apply and shall be performed in accordance with regulations
prescribed by the Commissioner of Labor. The Commissioner shall announce the
appropriate tax schedule, which meets the requirements of the preceding paragraphs
in accordance with regulations, which he (she) shall prescribe. No employer’s



contribution rate under such schedule shall be less than .1%, nor more than 6% (9%
for the audit period). Each employer shall be notified of his individual rate of
contribution for the calendar year according to such regulations as the Commissioner
shall prescribe. Such rates shall be final unless within fifteen days after the notice
was mailed to the employer’s last known address or delivered to him, the employer
files an application for review and re-determination setting forth the reasons
therefore. The Commissioner of Labor shall thereupon re-determine the contribution
rate and notify the employer of the result and the reasons therefore. A re-
determination shall be final unless within 30 days after the notice was mailed to the
employer’s last known address, a petition for review is filed in the District Court of
the Virgin Islands.”

The Commissioner of Labor has administered the above Code section in the following
manner:

A review of the employer’s account history is made annually and rates are assigned based
upon each employer’s payment history, business status (new or existing business) and a 3-year study
period to determine an employer’s individual account status (i.e. total benefits paid compared to total
contributions paid for the 3-year study period). Based on this review, there are four effective rates
that are assessed an employer as follows:

1. New businesses receive an initial rate of 3%, for the first 3 calendar years of operation.

2. Employers who have a positive account status (contributions exceed benefits paid), and
whose accounts are in a current payment status as of December 31 of the previous year, and who
have completed their initial 3-year period at the new employer’s rate of 3%, receive the most
favorable rate of 0.1%.

3. Employers with negative account status (benefits exceed contributions) receive a rate of 5.4%
for the next calendar year.

4. Delinquent employers with either payments or returns in arrears, receive a rate of 6% (9.5%
during the audit period) for the next calendar year.

This rate structure has been widely disputed among the business community and has created
numerous appeals of employer rates in the last 12 months. The rate structure was amended effective
January 1, 2000 to reflect a change in the delinquent rate from 9.5% to 6% and to amend the
individual wage limit to $15,900 per employee. After an employee reaches that cumulative amount
of wages in any given calendar year, no additional unemployment insurance taxes are due for the
remainder of that year.

The focus of our audit was limited to the proper assessment and collection of unemployment
insurance taxes due and payable by employers under Virgin Island law. The U.S. Treasury maintains
unemployment insurance funds. Tax remittances are deposited in a clearing account with a local
bank, and swept regularly via wire transfer to the U.S. Treasury. Benefit payments and employer



refunds are drawn on a second local bank account, and funds are drawn down from the U.S. Treasury
via wire transfer to cover the total disbursement amount.

Labor has a total staff of 174 employees with 31 employees assigned to Unemployment
Insurance. Offices are maintained on both St. Thomas and St. Croix. The St. Thomas office
processes all unemployment insurance payments received from employers, and maintains all
employer files. Employer account histories are maintained in an automated accounting system.
Approximately 3,000 employers contribute tax payments to Unemployment Insurance. Taxes
collected average approximately $5.4 million per calendar year, and benefits and other withdrawals
(including employer tax refunds) averaged $4.4 million per year. Interest on the fund balance
accrues quarterly, and average annual interest earnings exceed $3.3 million. The current balance as
of October 31, 2000 in the U.S. Treasury unemployment insurance fund is in excess of $57 million.

OBJECTIVES AND SCOPE

The objectives of the audit were to determine if: (i) unemployment insurance tax refunds
made to employers, were properly computed and distributed in an equitable manner in accordance
with the Virgin Islands Code; (ii) employer unemployment insurance taxes and tax credits were
properly assessed, collected or applied to employer accounts; (jii) employer unemployment insurance
tax rates were properly assigned in accordance with the Virgin Islands Code; (iv) employer account
histories were accurately and effectively maintained in a secure and stable automated environment;
and, (v) the Virgin Islands Code is effectively structured to optimize equitable assessment and
collection of unemployment insurance taxes.

Our audit encompassed reviewing records obtained from Labor, certain employers, and the
U.S. Treasury. Our audit covered the period from January 1996 through December 1999. We
obtained a listing of all refunds to employers during this period, and selected 14 employer accounts
for detailed testing. The audit scope was expanded to include internal controls over the
unemployment insurance fund in order to determine the full extent of any system or procedural
problems. During the course of our review, certain matters came to light that are of an investigative
nature and have been referred to the Government Fraud and Corruption Task Force for possible
criminal and/or civil prosecution.

As part of our audit, we evaluated internal controls over the processing of tax contributions,
employer tax refunds, and the accounting for such receipts and disbursements to the extent necessary
to accomplish the audit objectives. Weaknesses identified during the review are discussed in the
Audit Results section of this report. 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.

PRIOR AUDIT COVERAGE

In December 1998, the Department of the Interior, Office of Inspector General, issued an
audit report entitled “Unemployment Insurance Program, Department of Labor, Government of the
Virgin Islands.” The audit found that Labor did not: (i) ensure the accuracy of employer accounts;



(ii) maintain adequate internal controls over computer operations; (iii) adequately safeguard
computer and hard copy files for individual benefits applicants; (iv) perform monthly bank account
reconciliations; (v) control blank, voided or canceled checks; (vi) actively follow-up on delinquent
employer accounts; (vii) consistently apply penalties and interest against delinquent employers; and,
(viii) ensure that only qualified applicants receive benefits.

Of the 12 recommendations made, 3 were implemented and 9 remain outstanding.



AUDIT RESULTS

CONCLUSIONS

Our audit disclosed that unemployment insurance did not properly administer the
unemployment insurance program in the Virgin Islands. As a result, over $7.2 million of improper
unemployment insurance tax refunds and credits were issued to various employers. Specifically, we
found that: (i) $625,429 in unemployment insurance taxes were improperly refunded to selected
employers without the knowledge or approval Labor’s Commissioner or Assistant Commissioners;
(ii) an additional $5.1 million in improper tax credits were granted to the same selected employers
who received the above tax refunds; (iii) $1.5 million in tax credits were granted to other selected
employers on the basis of a “voluntary contribution” program, which was not sanctioned by law or
any internal procedure or guideline within Labor; (iv) the extent of the total taxes improperly
refunded, credited or applied among the total population of some 3,000 employers, is unknown, but
could amount to several million dollars; (v) data security is virtually non-existent within the
unemployment insurance accounting system; (vi) prior audit recommendations made by the
Department of Interior warned of system deficiencies that would contribute to these errors, yet
sufficient actions were not taken by management to correct any system, procedural, or management
deficiencies; and, (vii) the unemployment insurance fund maintained by the U.S. Treasury is vastly
over-funded, creating a surplus in excess of $49 million. This vast surplus is the source from which
these improper refunds were paid to selected employers within the territory.

These findings are discussed in further detail in the findings sections of this report.



FINDING 1: IMPROPER EMPLOYER TAX REFUNDS AND CREDITS

Labor improperly issued over $625,000 in refund checks, and as much as $5.1 million in tax
credits to selected local employers. Supporting analyses for these refunds and credits were not
documented in the employer files and Labor officials did not comply with the approval and
processing requirements stated in Labor’s procedure manuals, or Title 24, Section 309 of the Virgin
Islands Code. An additional $1.5 million in adjustments were made through a “voluntary
contribution” procedure that was not in accordance with the Code, Labor’s rules and procedures, or
sanctioned by the Commissioner of Labor.

Tax Refunds

During our audit, we selected 14 employers who received refunds of unemployment
insurance taxes. The files for these 14 employers were selected for testing and verification of the
refund or tax credits processed. Each account was analyzed in detail using actual employer
unemployment insurance tax returns filed. We noted that in many cases the employer’s tax rate
printed on the tax return had been manually altered to indicate a lower tax rate. Based upon laws and
procedures in place at the time, we re-constructed each employer’s account history in order to
determine the total tax due, or the total tax to be refunded. Quarterly employer contributions due
were compared with actual payments made to Labor and a running balance due or credit due was
determined using an automated spreadsheet program. The following schedule summarizes the
results of our testing.

SUMMARY OF EMPLOYER ACCOUNTS ANALYZED
(Through December 1999)

Employer Date Refund Amount Due/(Refund) Amount Due Ul Fund Results

1 2/1/99 $ 43,583 (3 43,583) $ -0- Correct

2 3/12/96 123,042 186,910 309,952 Improper Refund

3 8/8/95 216,820 2,762,475 2,979,295 Improper Refund

4 9/22/99 10,000 -0- 10,000 Improper Refund

5 1/23/97 41,036 (7,135) 33,901 Over-Refund

6 5121197 10,565 (8,480) 2,086 Over-Refund

7 9/24/99 10,000 194,622 204,622 Improper Refund

8 6/23/99 2,530 387 2,917 improper Refund

9 10/28/98 23,526 (23,526) -0- Correct

10 12/10/97 55,931 (55,931) -0- Correct

11 3/12/99 20,000 12,646 32,646 Improper Refund

12 4/19/96 47,419 2,015,242 2,062,661 Improper Refund

13 9/13/99 20,978 15,700 36,678 Improper Refund

14 N/A -0- 65,957 65,957 Improper Tax Credit
Totals $625,429 $5,115,284 $5,740,713
Annual Tax Effect of lilegal Voluntary Contributions $1,553,333
Grand Total $7,294,046



Significant statistics discovered during the review of employer files revealed the following:

* The average amount of error (taxes which should have been collected) per case is
$521,883.

* Seventy-nine percent (79%) of the cases selected for testing were found to be improper
refunds or over refunds of taxes due.

* Only twenty-one percent (21%) of the cases selected for testing were correct refunds of
taxes due.

We also noted the following examples during our review of the above cases:

* Employer # 14 had made no tax contribution payments at all, yet the employer’s account
was adjusted to reduce the tax owed resulting in a credit of over $ 65,000.

* Employer # 7 went several years without making any tax contribution payments, then
paid only a small fraction of the amount acknowledged as due and owing, yet the
employer received a refund check in the amount of $10,000, in addition to tax credits of
over $194,000. Employers # 7 and #14 have significant common ownership interests.

* Employer # 11 was in a delinquent payment status with tax due for a period of 4 years,
yet the employer received a refund check in the amount of $20,000, in addition to tax
credits of over $12,000.

Lack of Documentation in Employer Files

In all cases, we found no evidence of any type of account analysis to determine the amount of
refunds due, if any. The established practice of Labor officials was to rely upon the information
indicated in the system reports. Because the entire accounting system could be manipulated (e.g.,
employer tax rates reduced, payments inflated, historical data altered, and contributions due
retroactively reduced) these system reports were erroneous and unreliable. The entire refund file
documentation consisted of a copy of the check drafted to the employer, a refund request form, and a
letter from the employer requesting the refund. In some cases, a copy of a system report was also
attached; however, in no case did the system report data correlate with the amount of the refund. The
issue of system security is discussed in greater detail in Finding 3 of this report.

Failure to Comply with Labor’s Procedures for Issuing Refunds

Title 24 Section 309 (d) of the Virgin Islands Code specifies certain instances where refunds
of employer contributions, penalties or interest may be deemed necessary. In addition, the Code
details statutory time limitations regarding refunds, which in no case may exceed three years from
the quarter in which the payment was made. Section 309 (d) (1) states, “If any individual or
organization makes an application for refund or credit of any amount paid as contributions, interest

or penalty under this chapter and the Commissioner determines that such amount or any part thereof
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was erroneously collected, he may, in his discretion, allow a credit or refund. No refund or credit
shall be allowed with respect to a payment as contributions, interest or penalty unless an application
therefore shall be made on or before whichever of the following dates is later: (a) one year from the
date on which payment was made; or (b) three years from the last day of the period with respect to
which such payment was made.” :

Labor’s Unemployment Tax Manual restates this criteria, and specifies further processing
requirements, such as how the employer’s account should be adjusted, and details debit and credit
memorandums which should be prepared. It also requires that all documents prepared or received be
retained in the employer’s file and that it be filed by account number. Excerpts from Part E, Section
7 and 8 of the Unemployment Tax Manual state, “A ledger account will be established and
maintained as a computer record by account number for each employer...(A)djustments will be made
to employer accounts for the current and prior years when...errors are discovered by the
agency...(A)n employer will be sent debit and credit memorandums for underpayments and
overpayments of contributions, interest and penalties....(E)mployer accounts will be analyzed...for
credits, missing returns and unpaid contributions....(B)efore a (posting) adjustment is made, the
quarterly reports involved will be examined....(R)e-determined rates. .. will require an analysis of an
employer’s account to determine whether correct contributions have been paid.”

In all but 3 of the 14 cases we reviewed and tested, the statutory time limitation had long
since past, deeming the refund itself improper. The required analyses and file documentation was
not prepared or retained, and finally, computer records were corrupted and intentionally falsified to
create an erroneous credit in the employer’s record.

Yoluntary Contribution Payments

Labor officials developed a method of circumventing the automated system of determining
future tax rates for employers. As previously discussed, an employer’s rate is determined by each
employer’s payment history, the amount of contribution payments made, and the amount of benefits
paid to former employees. In December of each year, an automated analysis is calculated using the
accounting system which generated notices sent to each employer to advise them of their new tax
rate for the coming year.

Labor officials illegally advised selected employers, who received notices of tax rate
increases, to make a “voluntary contribution” into the system. Employers who paid the amount
requested by Labor officials were rewarded with a revised rate analysis and a lower tax rate for the
new year. Tax rates were normally reduced from 9.5% and 5.4% to 0.1%. Additionally, these
contributions were retroactively posted into the automated employer record. This gave the
impression that payments were made several periods or even years in the past, thus falsifying the
employer’s account history in order to reduce future unemployment insurance tax rates.

Labor officials provided 38 cases to us where this method was used to reduce future tax rates
and future taxes due. For example, one employer with average annual taxable wages in excess of
$6.4 million, was rated at 0.1% for 1996, 1997 and 1998 and paid approximately $21,000 in

contributions. Benefits paid to unemployed workers for this same time period were in excess of
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contributions paid by approximately $24,000. This resulted in the employer’s account being
assessed a higher tax rate of 5.4% for the 1999 calendar year. In April of 1999, after the employer
had received the tax rate increase notice, the employer paid $24,367 as a voluntary contribution.
This payment was posted as if it was received in the third quarter of 1998, allowing the account to be
re-assessed a rate of 0.1% for the 1999 calendar year. At a rate of 5.4% this employer should have
paid in excess of $348,000 in contributions, however, through the illegal mechanism termed
“voluntary contributions” the employer was only required to pay $6,450 in contributions for 1999. A
limited analysis of the 38 cases provided to us as examples of voluntary contributions revealed that
$1,533,333 of unemployment insurance taxes remain unbilled and uncollected as a result of this
practice. We estimate that there may be many more cases among the more than 3,000 employers who
are part of the unemployment insurance tax system, where millions of unemployment insurance tax
dollars were virtually “wiped out” of Labor’s accounting system.

We also noted that this method was not offered to all employers who pay quarterly
unemployment insurance taxes, but certain employers selected arbitrarily by Labor officials who
possessed the authority to amend tax rates. We conclude that this practice was not only illegal, but
inequitable as well.

Apparent Misuse and Abuse of Government Funds

During the course of our audit, and in conjunction with the newly formed Government Fraud
and Corruption Task Force, a former Labor official was terminated from employment. The
individual refused to cooperate with Task Force investigators, and therefore forfeited any rights to
future employment with the Virgin Islands Government. During the audit period this individual was
responsible for authorizing and processing unemployment tax refunds and was the sole signatory on
all local unemployment fund bank accounts.

Recommendations

We recommend that the Commissioner of Labor:

1. Restrict the practice of issuing employer refunds to an exception basis only, and issue
credits to employers in lieu of cash refunds whenever possible.

2. Ensure that all refunds and credits are documented with a complete employer account
analysis which supports the refund or credit.

3. Review and approve the account analysis in writing, with this documentation maintained
in the actual employer’s file along with any references to system posting adjustments.

4. Review and approve the payment package before the check is disbursed to the employer.

5. Authorize in writing, all changes made to an employer’s automated record (including rate
changes) and restrict implementation within the accounting system to a limited number of
responsible officials.
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6. Cease the current practice of accepting “voluntary contributions” from employers in order
to reduce future unemployment insurance tax rates and collections.

Labor’s Response

The Acting Commissioner of Labor indicated full concurrence with four of the six
recommendations made in this section of the report, and partially agreed with the other two
recommendations.

Regarding the first recommendation the Acting Commissioner did not agree with issuing
credits in lieu of refunds as a regular practice, however, the Acting Commissioner did agree to issue
refunds on an exception basis only, and to ensure that procedures are followed uniformly when
refunds are issued.

The Acting Commissioner concurred and agreed to immediately implement the second,
third, fourth and fifth recommendations.

The Acting Commissioner did not agree with the sixth recommendation, but rather intends to
support and implement legislation to legalize voluntary contribution payments by employers.

Additionally, the Acting Commissioner expressed concern regarding a statement in the
finding which referred to a statutory time limitation for all refunds issued.

V. L. Inspector General’s Comments

The responses to the second, third, fourth, and fifth recommendations are sufficient for us to
consider them resolved. We intend to perform follow-up procedures at a later date, to document the
implementation step taken by the Acting Commissioner of Labor.

With regard to the first recommendation, we must maintain the position that although refunds
are allowed within the Virgin Islands Code, there are statutory time limitations which must be
complied with and we do strongly recommend that issuance of refunds to employers be made only
after all other remedies available within the Code are exhausted, for example, the issuance of credits
to employer accounts for valid overpayments of unemployment insurance taxes.

Regarding the sixth recommendation, we must continue to maintain our original position that
legalizing the current method of voluntary contributions by employers is only a partial, quick-fix to
the inequities inherent in the current rate structure, and that the practice of accepting voluntary
contributions from employers to affect future rates significantly weakens internal controls within the
tax accounting system. Further, continuing this practice may potentially foster the continued
corruption of employer accounts, and exacerbate the severity of the problems cited in this report.

Finally, any issues dealing with the appearance of illegal activities have been referred to the
Government’s Fraud and Corruption Task Force for investigation and appropriate action as
determined by the Task Force.

10



FINDING 2: CORRUPTED EMPLOYER RECORDS

Employer account histories were illegally changed, resulting in taxes due being eliminated,
and credits and refunds being paid. No procedure was in place to reconcile the information
contained in the accounting system to the actual returns filed or payments made.

Emplover Account Histories Falsified

We found during our review of automated employer account histories, that the current
automated accounting system had no controls in place to limit Labor employees access to critical tax
and payment information. This severely compromised the integrity of the entire accountingsystem,
and provided no audit trail for actual contributions paid or actual returns filed. Of the 14 employer
accounts selected, and additional cases reviewed, all had evidence that account histories had been
erroneously adjusted and balances improperly restated. For example, one employer’s actual payment
was made in the amount of $87.72, yet the account history reflected a payment of $877.20. Similar
adjustments occurred in this employer’s account for several quarters, eventually resulting in the
employer being issued an illegal refund. Additionally, employer rates were retroactively reduced
without any evidence of who authorized that rate change or who made the actual change within the
accounting system. This led to the illegal refunds, credit adjustments and “voluntary contributions”
discussed in Finding 1 of this report. Misstating employer account history also corrupted the
historical data, which is the basis for determining future employer tax rates, delinquencies, penalties
and interest due.

No Reconciliation Between Recorded Payments and Actual Payments Deposited

We found that no method of reconciliation existed to ensure that employer tax payments
reflected in the accounting system matched the tax payment actually made and deposited. Finally,
the system permitted retroactive changes to be made in prior years. This allowed for no point of
closure for the system records and reports for any given calendar or fiscal year. Therefore, even if
the accounts were reconciled and audited, these same accounts could subsequently be altered, and an
employer’s balance due misstated. We discuss in greater detail the lack of security for the automated
unemployment insurance system in Finding 3, of this report. '

Recommendations

We recommend that the Commissioner of Labor:

1. Develop reconciliation procedures to ensure that the automated employer history
accurately reflects actual contributions due and actual amounts paid.

2. Ensure that the erroneous employer account histories are corrected within the system
immediately, and that the employers with contributions due be notified and billed for their
arrearages.



Labor’s Response

The Acting Commissioner of Labor has agreed to develop procedures to reconcile daily
deposits to entries in the automated system of employer accounts in response to the first
recommendation.

Regarding the second recommendation, the Acting Commissioner has begun to implement a
thorough review of employer account histories, with any errors noted and corrected.

V.1 Inspector General’s Comments

The responses to the recommendations made in this section of the report are sufficient for us
to consider them resolved.



FINDING 3: NON-EXISTENT SYSTEM SECURITY

Labor does not have a security system in place to ensure that access to employer accounts is
limited to authorized personnel only. In addition, there is no “audit trail” to trace adjustments made
to employer accounts. As aresult, anyone with basic knowledge of computer operations can access
employer records and change information. Virtually any employee with log-on access to the system
can navigate and change data in any menu area within the system. Compounding this unlimited
access to confidential employer data, there is currently no pre or post edit reports required when data
changes are made. Therefore, these changes potentially can be made by any employee at Labor,
without subsequent detection by management.

Although Labor’s AS400 hardware platform has the capability to document an  audit trail”,
which date and time stamps each change to an employer’s record and identifies the user who made
the change, management chose not to activate this featured option when the new hardware was
installed. Additionally, this “audit trail” creates a before and after “snapshot” of the account, making
it easy to identify the total effect on the account balance. In addition, the current software is over 15
years old and was created specifically for the Virgin Islands. In 1997, the entire system “crashed”
and resulted in the old software simply being loaded onto the new AS400 hardware.

A related concern involves the fact that no system security plan has been established or
implemented to limit such access to certain critical functions and areas within the system. Although
the software is in excess of 15 years old, and does not contain any system security features, we
believe that management was negligent in electing not to enable the hardware audit trail feature.

Recommendations

We recommend that the Commissioner of Labor:
1. At a minimum, immediately implement the AS400 “audit trail” feature.
2. Perform a complete review of system security features and employee access levels.

3. Develop a security system within the current software that will provide security to limit
the ability to access and change critical functions without management’s authorization.

Labor’s Response

The Acting Commissioner agreed with all three recommendations and has begun to
implement the AS400 audit trail feature, perform a complete review of system security features and
employee access levels, and has begun to develop a comprehensive security system, which limits
employee access to critical data fields.
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V. L. Inspector General’s Comments

The responses to all three recommendations are sufficient for us to consider them resolved.
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FINDING 4: LACK OF INTERNAL CONTROLS OVER BANK ACCOUNTS

Labor did not ensure that there were sufficient internal controls to safeguard and restrict
access to the benefits checking account. Although there were as many as 1,228 transactions, valued
at $386,000, occurring on a monthly basis, hundreds of unrecorded blank checks and the signature
stamp were not secured nor accounted for. Refunds were being distributed from the benefits
account, although the Federal Government had instructed Labor to separate this process. Finally,
although required by the Virgin Islands Code, a separate account for the deposit of interest and
penalties had not been established.

Lack of Internal Control

Twice weekly, Labor issues about 614 checks to recipients of unemployment benefits. The
blank checks are processed on continuous feed paper in order for them to be printed on Labor’s
printer. As part of the printing process, the first check of the check run is used as a “leader” in order
for the checks to feed properly into the printer. As a result, the first check is not used and left blank.

These blank checks are retained, and used when paying refunds, re-issued benefit checks, or any
other occurrence requiring the use of only one check.

During our review of the existing unemployment benefit account, we discovered that virtually
no controls existed over the management of this checking account where there were average monthly
transactions of over $ 386,000. Specifically, we found significant weaknesses in internal controls
such as; no segregation of duties, lack of physical security of blank checks and the signature stamp,
no bank reconciliations performed, and inadequate accounting for manual checks issued. The
following sections discuss these weaknesses in greater detail:

* The checking account had not been reconciled in over ten (10) years.

* The account required only one signatory and this individual had full authority to modify
tax rates, retroactively adjust employer payment history, and issue refunds to selected
employers. Individual checks, with amounts in excess of $100,000, were issued from this
account by this single individual, creating the irregularities discussed in Finding 1 of this
report.

* Virtually no segregation of duties existed with respect to bank account transactions or the
entire unemployment tax refund process.

= Several hundred blank checks, including two signed blank checks, and the signature
stamp were available to at least three employees without regard to physical security or
limited access.

* Tax refunds were improperly issued from this account, which contained thousands of
transactions, making these refund transactions extremely difficult to identify through the
review of the bank statements. Labor has been under written direction from the Federal
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Government to separate refunds from benefit payments since at least 1994.

* Manual checks issued were inadequately accounted for, resulting in checks being issued
and paid, yet not recorded in a check register or cash ledger.

Penalties and Interest Fund

Title 24, Section 311a, of the Virgin Islands Code requires that a penalties and interest fund
be established that is “separate and apart from all other public monies.” Section 311a states, “All
interest and penalty payments...collected pursuant to the provision of this chapter...shall be
deposited in the Penalty and Interest Fund.... (M)oneys in this fund shall not be commingled with
other funds of the Government of the Virgin Islands, but shall be maintained in a separate account on
the books of the depository bank.... Balances to the credit of the Penalty and Interest Fund shall be
continuously available to the Commissioner of Labor for expenditures consistent with the provisions
of this section.”

As of the date of this report, no penalties and interest fund has been established, which results
in a loss of operational funding for Labor. Currently, penalties and interest payments are deposited
into the General Fund. We have not attempted to calculate the amount of operational funding lost to
Labor as a result of this lack of compliance, however, based upon our review of selected cases, we
can conclude that it is a potentially significant amount. -

Recommendations

We recommend that the Commissioner of Labor:

1. Take steps to close the benefits account as soon as possible, and establish a new account
for the payment of unemployment benefits.

2. Establish a separate account for the accumulation of penalties and interest as authorized by
the Virgin Islands Code.

3. Ensure that a proper system of internal controls is established to include at a minimum, the
segregation of duties, the safeguarding of blank checks and the signature stamp, accounting for

manual checks issued, and the performance of monthly bank reconciliations.

Labor’s Response

The Acting Commissioner agreed with all three recommendations and has begun the process
of developing a system of internal controls, closing and re-establishing the proper bank accounts and
developing a method of automating the check reconciliation process.



Inspector Generals’ Comments

The responses to all three recommendations made in this section of the report are sufficient
for us to consider them resolved.
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FINDING 5: INADEQUATE MANAGEMENT OVERSIGHT

As discussed in the previous finding, throughout the audit it became apparent that there was
no system of management oversight in place to control and review unemployment tax functions at
Labor. In many cases, when a position is left vacant, the duties are assumed by those working in the
same unit, without the appropriate training or management support to adequately perform their
functions. Several contributing factors were noted and they are summarized in the following
paragraphs:

The actual organizational structure does not match the job duties and responsibilities of
current employees. For example, the individual functioning as the Chief of Tax is
currently titled Program Coordinator. In another case, an individual holding the title of
Auditor is functioning as a Revenue Officer. In yet another case, an individual holding
the title of Programmer is also functioning as a Revenue Officer.

Training is incomplete or non-existent, which contributes to the confusion within
Unemployment Insurance and Labor as a whole. Two Revenue Officers lack the
requisite training to work with the current accounting system and must consistently
request assistance from others to perform their regular duties. As we interviewed Labor
employees (10 in number) we found that none had received any formal training, and
many trained themselves in the performance of their job duties and functions. F inally,
Revenue Officers whose duties encompassed field visits, have ceased this function due to
the lack of an available vehicle. These Revenue Officers are now performing other
duties in lieu of the field visits as originally assigned.

Unemployment Insurance personnel do not currently follow Labor’s own regulations;
hence, the unemployment insurance sections of the Code, with respect to employer tax
assessment and collection. This is largely due to the fact that there is no resulting follow-
up or consequence when procedures and regulations are ignored, because management
has been basically unaware that these instances of gross non-compliance are even
occurring.

The Chief of Tax position has been vacant for over three years and the Unemployment
Insurance Director position has been vacant for over 10 months.

Little effort has been made to effectively amend current legislation to correct obvious
deficiencies within the unemployment insurance sections of the Code.

A report by the Department of Interior brought many of these potential problems to light;

however, many of the recommendations made were not implemented, thus compounding
the problems identified by the audit.
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Recommendations

We recommend that the Commissioner of Labor makes management oversight and
management accountability an immediate priority by:

1. Reviewing current operations and functions to include mapping current required duties
and functions with positions, job descriptions and current available staff resources.

2. Determining key positions, which need to be filled, and recruiting and selecting qualified
individuals to assume those responsibilities immediately.

3. Encouraging, rewarding and enforcing the requirement to properly follow Labor’s current
procedures and the unemployment insurance sections of the Virgin Islands Code.

4. Correcting systemic and procedural inefficiencies or deficiencies.

5. Team building within the Unemployment Insurance and Labor as a whole to encourage
employees to be accountable themselves, and a part of the total management solution.

Labor’s Response

The Acting Commissioner agrees with all five recommendations and plans to take immediate
steps to implement a full review of current operations, functions, job descriptions and employee
responsibilities as part of the implementation of new tax software within Labor. Additionally, the
Acting Commissioner is planning on initiating Unemployment Insurance Act review sessions for all
Tax Division employees.

V. 1. Inspector General’s Comments

The responses to all five recommendations made in this section of the report are sufficient for
us to consider them resolved. We continue to reinforce the need for the Acting Commissioner to
make management and employee accountability a priority of Labor, and to institute a system of
continuous process improvement for all departmental activities and functions.
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FINDING 6: EXCESSIVE SURPLUS FUNDS IN THE TRUST FUND

Over $57 million has accumulated in the unemployment insurance trust fund, maintained in
the United States Treasury, with no successful efforts made to amend the tax rate structure, or re-
appropriate the surplus funds through the United States Congress. In addition, the current tax
assessment structure has created a “roller coaster” effect causing employer’s unemployment
insurance rates to widely fluctuate from one year to another.

Trust Fund Balance

According to recent statements issued by the United States Treasury, and based upon an
analysis of the fund’s overall activity, we found that:

* The fund has a current balance of $57 million.
» The thirty-three month average annual interest earnings are in excess of $3.3 million.
* The thirty-three month average annual contributions are $5.4 million.

* The thirty-three month average annual disbursements (for benefits, refunds and interstate
payments) are $4.4 million. '

Based upon this data, and assuming no changes to the current tax rate structure, and a
relatively static level of fund activity, we project this fund will continue to earn larger and larger
amounts of interest, and is now self-perpetuating. In other words, the amount of interest earned
annually on this fund already exceeds the amount of benefits paid annually. Therefore the legal
intent of employer tax contributions funding benefits payments to unemployed individuals is
replaced instead with a perpetual investment account; the proceeds of which, can only be used for
purposes of funding unemployment benefit payments. Indeed these are staggering figures in a time
when our Virgin Islands economy is failing, and our Government is in fiscal crisis.

We had discussions with individuals in the United States Departrhent of Labor, and local
officials regarding this fund’s large surplus, and came to the following conclusions:

* The intent of the unemployment insurance law is to fund unemployment benefits with
employer tax contributions.

* The current tax rate structure continues to create staggering surpluses in the unemployment
insurance fund.

* The Federally recommended reserve in the unemployment trust fund is 1.5 times the amount
of average annual benefits paid. Using this guideline, the unreserved fund surplus is $49
million which, through re-appropriation by U.S. Congress, can be put to better use in this
territory.
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= The current rate structure creates a “roller coaster effect” for the majority of local employers
because the lowest rate in the system (0.1%) is far to low to cover a reasonable amount of
benefits payments and the resulting “experience penalty rate” of 5.4% is far too high.
Additionally, the delinquency penalty rate of 9.5% (reduced in 2000 to 6%) further
compounds the problem and dramatically increases the surplus. This “roller coaster” effect is
discussed in the next section of this finding.

In our discussions with U.S. Department of Labor officials, they indicated to us that it was
extremely unlikely that the Virgin Islands will ever require the use of $50 million plus in
unemployment benefits. We questioned the feasibility of the Virgin Islands Government using some
of these funds for other purposes, taking into consideration the financial problems currently being
faced by the Virgin Islands. They indicated to us that ariy request to use the funds for other purposes
must be authorized by the United States Congress. We feel that the Virgin Islands Government
should lobby Congress for the authorization to use excess funds for capital and infrastructure projects
only, thus greatly benefiting the majority of Virgin Islands residents.

It is our opinion, however, that the surplus funds should be controlled through the territory’s
cognizant Federal agency, the U.S. Department of Interior, and be used only for long-term
infrastructure-type improvements within the Virgin Islands. We recommend, for example, that these
funds be re-appropriated to install underground utilities throughout all three islands, for the repair
and improvement of roads, or for the repair and construction of schools and other government
facilities.

“Roller Coaster” Effect

As previously stated, the current method in use by Labor in computing unemployment
insurance rates has created a “roller coaster” effect for most businesses where the rate can jump from
0.1% to 5.4% from one year to the next. We recommend that the base rate of 0.1% be raised slightly
to stabilize the annual unemployment tax, and eliminate the “roller coaster” effect. The following
example shows the unemployment rate currently applied by Labor and the “roller coaster” effect it
creates. The second example shows how a slight increase in the rate can stabilize the annual
unemployment taxes paid by employers.

Presented at Exhibit 1 is a graph of the current rate structure for a sample employer with
annual wages of $1.5 million, and assuming average annual benefit payments of approximately
$5,000. The roller-coaster effect is first evidenced when the new employer rate (3%) expires and the
tax rate drops dramatically to 0.1%. After three years of making contributions at that rate, the
employer’s benefit/contribution rate is computed. For the cumulative three-year period, benefits
total $15,000 and contributions total $4,500, thus causing the employer’s rate to increase
dramatically to 5.4% for the following calendar year. This results in annual contributions of
$81,000. Conversely, the same benefit/contribution ratio is computed at the end of year 7, the rate
drops again to 0.1% due to the previous increase in contribution payments. This rate disparity is
corrected when the rate structure is changed as we have recommended below. The result is an
equitable, stable, contribution rate that marginally exceeds annual benefits paid.
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At Exhibit II, using our sample employer’s wage base of $1.5 million and a higher annual

benefits payment of $9,000, the employer would pay a reasonable and steady amount of $9,000 per
year, and the spike to a 5.4% rate would be eliminated entirely. Employers would only pay the
higher 5.4% rate if they indeed did experience a dramatic increase in benefits paid during any three-
year period. For those employers, an increased contribution rate is equitable, however, we estimate
that very few if any employers would fall into this category. The new proposed rate structure is as
follows:

1.

2.

New employers would be required to pay 1% of taxable wages for one calendar year.

After the initial one-year period, every employer would be required to pay 0.6% of taxable
wages. This 0.6% tax rate (based upon information provided to us by Unemployment
Insurance) uses a 12-year history of annual benefits paid and annual taxable wages to arrive
at a stable tax rate that marginally exceeds average benefits paid.

Penalties and interest would be calculated as a percentage of an unpaid balance or a flat fee
for a late return, using a method similar to that used in our income tax system.

The 5.4% rate would remain in the plan as a potential rate to allow employers to qualify for
United States unemployment tax credits, however, few if any, employers would actually pay
this rate.

The taxable wage base would be adjusted to $11,000 currently, and only be revised to refine
the funds surplus reserve balance (currently recommended by Federal Officials at $7.5
million, or 1.5 times average annual benefits paid).

The direct benefits to the territory of this re-appropriation and rate restructuring plan are:

Long-term improvements in property such as an underground utility project, would increase
property values throughout the territory, provide local jobs in construction, and leave a
lasting legacy for future generations.

Revising and stabilizing the unemployment tax rate structure would greatly reduce the
amount of unemployment taxes paid by employers, and allow more operating capital to
remain in the private sector, thus helping to fueling our waning economy.

Recommendations

We recommend that the Commissioner of Labor:

1. Take a leadership role in working with the current administration, the U.S. Department of

Labor and the Virgin Islands Delegate to Congress to request congressional approval to re-
appropriate the unreserved surplus monies in the unemployment trust fund.
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2. Prepare a plan to revise the current rate structure for unemployment taxes to eliminate the
“roller coaster effect”.

Labor’s Response

The Acting Commissioner of Labor does not concur with the first recommendation. Although
the second recommendation was fully agreed to, an offer to implement a revised rate structure as
recommended was not identified. The Acting Commissioner indicates a concern regarding the
possibility of re-appropriating the Unemployment Insurance Trust Fund’s nearly $50 million surplus
to fund capital improvements in the territory.

V. L Inspector General’s Comments

Given the apparent unwillingness of the Acting Commissioner to take a leadership role in
preparing a plan to revise the current rate structure as recommended, we do not consider this
recommendation resolved. We strongly recommend that the Acting Commissioner reconsider his
position on this issue, given the fact that the “roller coaster” effect has such an impact on all
employers within our isolated economy. We also wish to indicate that we have received concurrence
regarding the legality and feasibility of this proposed new rate structure from several officials and
Labor specialists in the U.S. Department of Labor.

With respect to the re-appropriation of surplus Trust funds, we continue to assert that these
funds can be put to a better and higher use than is currently available through existing legislation.
We do not consider this recommendation to be resolved, and due to the importance of this issue to
the territory’s future, we will continue to support and encourage the current Administration to pursue
this reccommendation with the U.S. Congress.
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Wages 1.5 million

Year

OO NOO D WN

Totals

CURRENT RATE STRUCTURE
Tax Rate Tax Due Tax Paid Benefits Paid

3.00% $45,000 $ 45,000 $ 0
3.00% 45,000 45,000 5,000
3.00% 45,000 45,000 5,000
0.10% 1,500 1,500 5,000
0.10% 1,500 1,500 5,000
0.10% 1,500 1,600 5,000
5.40% 81,000 81,000 5,000
0.10% 1,500 1,500 5,000
0.10% 1,500 1,500 5,000
0.10% 1,500 1,500 5,000
5.40% 81,000 1,500 5,000
6.00% 90,000 169,500 5,000

$396,000 $55,000

EXHIBIT I

Balance of
Employer
Contributions

$ 45,000

85,000
125,000
121,500
118,000
114,500
190,500
187,000
183,500
180,000
256,000
341,000

Current Ul Rate Structure

B Benefits Paid B Unemployment Tax Paid

T

$200,000.00 -|~

$150,000.00
$100,000.00

$50,000.00 ¥ |

$0.00 L
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EXHIBIT 11

PROPOSED NEW RATE STRUCTURE
Wages 1.5 million Balance of
Year Tax Rate Tax Due Tax Paid Benefits Paid Employer
Contributions

1 1.00% $15,000 $ 15,000 $ 0 $15,000
2 0.60% 9,000 9,000 9,000 15,000
3 0.60% 9,000 9,000 9,000 15,000
4 0.60% 9,000 9,000 9,000 15,000
5 0.60% 9,000 9,000 9,000 15,000
6 0.60% 9,000 9,000 9,000 15,000
7 0.60% 9,000 9,000 9,000 15,000
8 0.60% 9,000 9,000 9,000 15,000
9 0.60% 9,000 9,000 9,000 15,000
10 0.60% 9,000 9,000 9,000 15,000
11 0.60% 9,000 9,000 9,000 15,000
12 0.60% 9,000 9,000 9,000 15,000
Totals $114,000 $99,000
Proposed New Rate Structure
® Benefits Paid
15,000.00 ,
; O Ul Taxes Paid
$10,000.00
$5,000.00

$0.00

—

o3
o
M~ o

11

Number of Years

25



APPENDIX I

GOVERNMENT OF
THE VIRGIN ISLANDS OF THE UNITED STATES

*
DEPARTMENT OF LABOR

2203 Church Street - Christiansted P. O. Box 302608 - Charlotte Amalie
St. Croix, V1 00820-4612 St. Thomas, V1 00803-2608

(340) 773-1994 (340) 776-3700

Fax (340) 773-0094 Fax (340) 774-5908

John L. Sheen — Acting Commissioner

January 9, 2001

Steven van Beverhoudt, CFE, CGFM
V.I. Inspector General

Office of the V_I. Inspector General

No. 75 Kronprindsens Gade

Charlotte Amalie, St. Thomas, VI 00802

Dear Mr. van Beverhoudt:

The Virgin Islands Department of Labor hereby transmits its response to Draft Audit
Report #AC-02-81-01, issued December 1, 2000 which reported findings resulting from an audit
of the Virgin Islands Department of Labor’s Unemployment Insurance Division for the period of
January 1996 through December 31, 1999.

The enclosed response will be transmitted electronically via email address

and an original hard copy including pertinent attachments will be
transmitted via airmail.

If you have any questions regarding this matter, please do not hesitate to contact
Assistant Commissioner Eleuteria Roberts or me, at 773-1994 extension 234 or 776-3700
extension 2071, respectively.

Sincerely,

John L. Sheen, gsq. /6/

Acting Commissioner

Enclosure(s)
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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 Resolved
1-3 Resolved
1-4 Resolved
1-5 Resolved
1-6 Unresolved
Finding 2:

2-1 Resolved

2-2 Resolved

Finding 3:
3-1 Resolved
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Additional Information Needed

Provide evidence to show that procedures will
be put in place to ensure that cash refunds are
a last resort, after taxpayers are first
encouraged to apply for tax credits instead.

No additional information is required at this
time.

No additional information is required at this
time. ‘

No additional information is required at this
time.

No additional information is required at this
time.

Provided evidence to show that the problems
identified in the report, relating to the
unemployment rate structure, will be
addressed.

No additional information is required at this
time.
No additional information is required at this

time.

No additional information is required at this
time.
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ADDITIONAL INFORMATION NEEDED TO CLEAR
RECOMMENDATIONS FROM FOLLOW UP SYSTEM

Recommendation
Number and Status

3-2 Resolved

Finding 4:

4-1 Resolved

4-2 Resolved

4-3 Resolved

Finding 5:

5-1 Resolved

5-2 Resolved

5-3 Resolved

5-4 Resolved

5-5 Resolved

Finding 6:

6-1 Unresolved
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Additional Information Needed

No additional information is required at this
time.

No additional information is required at this
time.

No additional information is required at this
time. :

No additional information is required at this
time.

No additional information is required at this
time.

No additional information is required at this
time.

No additional information is required at this
time. ‘

No additional information is required at this
time.

No additional information is required at this
time.

Provide evidence to show that attempts will be
made to reduce the perpetual fund that
continues to grow without the possibility of
the funds ever being used.
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ADDITIONAL INFORMATION NEEDED TO CLEAR
RECOMMENDATIONS FROM FOLLOW UP SYSTEM

Recommendation
Number and Status Additional Information Needed
62 Unresolved Provide evidence to show how the “roller

coaster” effect of the tax rates will be
corrected.
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OFFICIAL REPORT DISTRIBUTION

Virgin Islands Government

Office of the Governor

Office of the Lieutenant Governor
Department of Labor

Department of Justice

Department of Finance

Office of Management and Budget
24" Legislature

Legislative Post Auditor

United States Government

Office of Inspector General —
Department of the Interior

Federal Bureau of Investigation —
Department of Justice

Department of Labor
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