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EXECUTIVE SUMMARY
The following summarizes the major findings resulting from the Audit of the Operations of

the 2004 Virgin Islands Carnival Committee (AR-02-92-07).

Finding 1: Ticket Sales Revenues (pages 4 to 9)

T Although good controls were generally implemented over the distribution of tickets to retail
outlets, adequate reconciliations were not performed to ensure all funds and unsold tickets were
accounted for.

T Collections were short between $1,680 and $3,060.

T Sufficient controls were not implemented over the distribution and reconciliation of unsold
tickets to collections at the Stadium ticket outlet.

T We could not verify that the reported collections returned to the Committee represented all
revenues from tickets sold at the Stadium outlet.

Finding 2: Disbursements (pages 10 to 12)

T A good system of internal controls was established over disbursements.

T The Committee did not always follow their own policies and procedures.

T Expenses were paid without the subcommittees being held accountable for the disbursements.

T $17,050 in checks cashed were not defaced to ensure that they would not be used again.

Finding 3: Financial Statements (pages 13 to 16)

T All required financial reports were not filed with the Lieutenant Governor’s Office.

T The profit and loss statement filed did not include $10,000 in contributions, overstated
sponsorships by $1,000, and incorrectly overstated the operating loss by $47,175.

Finding 4: In-Kind Contribution (pages 17 to 18)

T In addition to the $360,000 in financial grants, the Government contributed at least $301,754 for
in-kind contribution.



GOVERNMENT OF THE UNITED STATES VIRGIN ISLANDS

OFFICE OF THE V. I. INSPECTOR GENERAL
2315 Kronprindsens Gade #75, Charlotte Amalie, St. Thomas, V.I. 00802-6468

STEVEN VAN BEVERHOUDT Tel: (340) 774-3388
  V.I. INSPECTOR GENERAL Fax: (340) 774-6431

March 9, 2007

Honorable John P. de Jongh, Jr
Governor of the Virgin Islands
Government House
Kongens Gade
St. Thomas, VI 00802

Honorable Usie R. Richards
President
27th Legislature
Capital Building
St. Thomas, VI 00802

Dear Governor de Jongh and Senator Richards:

Attached is our final report on the operations of the Virgin Islands Carnival Committee for the
Fiscal Year ended June 30, 2004.

Our audit was initiated at the request of the Legislature of the Virgin Islands.  The objectives of
the audit were to determine whether: (i) revenues were properly deposited and reported in
accordance with prescribed procedures; (ii) expenditures were allocable and allowable to the
operations of the Committee; and, (iii) internal controls were in place to ensure the effective and
efficient operations of the Committee. In addition, we attempted to determine the extent of the in-
kind costs of goods and services provided by departments, agencies and instrumentalities of the
Government that helped to facilitate the activities of Carnival. The objectives also included the
identification of inadequacies in the operations of the Committee, and recommendations to correct
the causes of the inadequacies found.

We found that although in general the Committee had good internal controls over
revenues and disbursements, it did not:  (i) reconcile all collections from the ticket outlets; (ii)
control tickets distributed to the Stadium outlet; (iii) follow established procedures in the use of the
purchase order form; (iv) ensure that checks were properly voided; (v) file all of the required
financial reports as required by the Code; and, (vi) use the correct method of accounting when
submitting the profit and loss statement for the 2004 Carnival activities.

We attributed these conditions to the Committee’s failure to: (i) follow their own operating
policies and procedures; (ii) have their financial reports prepared by a qualified accountant; and, (iii)
have their operations audited by a qualified professional.
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As a result: (i) reported ticket sales deposits were short between $1,680 and $3,060; (ii) revenues
from the Stadium outlet could not be reconciled, (iii) the source of purchase orders could not be
identified; (iv) internal controls were compromised when 18 checks were cashed for a total of
$17,050; (v) the required financial statements were not filed at the Lieutenant Governor’s Office;
and, (vi) the profit and loss statement filed was incorrectly prepared.

We made several recommendations to address the conditions and causes cited in the report.  The
recommendations addressed areas dealing with:  (i) ticket sales collections and reconciliations; (ii)
the accounting for disbursements; and, (iii) the preparation of accurate and essential financial
statements.

A response was received from the Chairman of the Committee and is included as Appendix I,
beginning on page 19. The Acting Commissioner of the Department of Tourism also submitted a
response, and it is included as Appendix II, beginning on page 24.

If you or your staff require additional information, please call me at 774-3388.

Sincerely,

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

BACKGROUND

The Virgin Islands Carnival Committee, Inc. (Committee) is a nonprofit corporation formed
pursuant to the provisions of Title 13, Chapter 3 of the Virgin Islands Code (Code).  The Committee
was registered with the Office of the Lieutenant Governor (Lieutenant Governor’s Office) on March
31, 1976, primarily to promote, supervise and direct all activities related to the celebration of the
annual Virgin Islands Carnival (Carnival).  The Committee is headed by a Board of Directors, who
hires an Executive Director. The Executive Director is mandated to oversee the operations of the
entire annual event through its many volunteers.

The Committee obtains its funding for operations from a variety of sources:  (i) an annual
grant from the Virgin Islands Government (Government); (ii) event ticket sales; (iii) private
donations; and, (iv) other fund raising activities.  The Committee also seeks event sponsorship from
private corporations.  

In addition to the annual grant, the Government allows the Committee to use, without charge,
the Lionel Roberts Stadium (Stadium), the Fort Christian Parking Lot, and the Emancipation
Gardens for Carnival activities held at those locations.  

Each year the Government foregoes revenues from parking lot fees to allow the Committee
the exclusive use of the Fort Christian Parking Lot for the Carnival Village. The Government also
bears auxiliary costs associated with Carnival activities, including but not limited to, expenses to
provide police security, cleanup and trash removal by its various departments and the associated
electrical costs. The Government also gives 80 hours of administrative leave to employees who
volunteer to head the various subcommittees organized to run the Carnival activities.

  The Committee’s fiscal year starts on July 1, and ends on June 30 of the following year.
Through Fiscal Year 2005, the Government allotted its annual appropriation to the Committee
through the Department of Housing, Parks, and Recreation. However, starting in Fiscal Year 2006,
allotments are being made through the Department of Tourism.

For Carnival 2004, the Committee reported total acquired funding of $693,621, with the
Government’s contribution being $350,000. Total reported expenditures were $839,336.

OBJECTIVES, SCOPE AND METHODOLOGY

Our audit was initiated at the request of the Legislature of the Virgin Islands.  The objectives
of the audit were to determine whether: (i) revenues were properly deposited and reported in
accordance with prescribed procedures; (ii) expenditures were allocable and allowable to the
operations of the Committee; and, (iii) internal controls were in place to ensure the effective and
efficient operations of the Committee. In addition, we attempted to determine the extent of the in-
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kind costs of goods and services provided by departments, agencies and instrumentalities of the
Government that helped to facilitate the activities of Carnival. The objectives also included the
identification of inadequacies in the operations of the Committee, and recommendations to correct
the causes of the inadequacies found.

At the commencement of our audit in August 2006, we requested records for the most recent
year of Carnival activities. We were informed by the Executive Director that Fiscal Year 2004 was
the most recent year for which records were available. Accordingly, the scope of our audit covered
the activities of the Committee’s operation for its 2004 Fiscal Year (July 1, 2003 though June 30,
2004).

To accomplish our audit objectives, we: (i) reviewed the statues governing the operations
of the Committee; (ii) interviewed current and former officials and volunteers of the Committee; (iii)
interviewed officials at ticket outlets; and, (iv) examined records relating to the collection of
revenues and the disbursement of funds.

The audit was performed in accordance with generally accepted government auditing
standards applicable to performance audits, contained in the Government Auditing Standards issued
by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to provide a reasonable basis for our findings and conclusions. Accordingly, we have
performed such tests of records, and conducted other procedures that were considered necessary
under the circumstances.

As part of our audit, we evaluated the internal controls over the collection, recording, and
reporting of revenues and the use of funds. Weaknesses in internal controls identified in these areas
are discussed in the Audit Results section of the report.

PRIOR AUDIT COVERAGE

We are unaware of any audit reports issued of the Committee over the past five years.
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AUDIT RESULTS

CONCLUSIONS

We found that although in general the Committee had good internal controls over revenues
and disbursements, it did not:  (i) reconcile all collections from the ticket outlets; (ii) control tickets
distributed to the Stadium outlet; (iii) follow established procedures in the use of the purchase order
form; (iv) ensure that checks were properly voided; (v) file all of the required financial reports as
required by the Code; and, (vi) use the correct method of accounting when submitting the profit and
loss statement for the 2004 Carnival activities.

We attributed these conditions to the Committee’s failure to: (i) follow their own operating
policies and procedures; (ii) have their financial reports prepared by a qualified accountant; and, (iii)
have their operations audited by a qualified professional.

As a result: (i) reported ticket sales deposits were short between $1,680 and $3,060; (ii)
revenues from the Stadium outlet could not be reconciled, (iii) the source of purchase orders could
not be identified; (iv) internal controls were compromised when 18 checks were cashed for a total
of $17,050; (v) the required financial statements were not filed at the Lieutenant Governor’s Office;
and, (vi) the profit and loss statement filed was incorrectly prepared.

We made several recommendations to address the conditions and causes cited in the report.
The recommendations addressed areas dealing with:  (i) ticket sales collections and reconciliations;
(ii) the accounting for disbursements; and, (iii) the preparation of accurate and essential financial
statements.

These matters are discussed in more details in the findings sections of the report.
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FINDING 1: TICKET SALES REVENUES

Although the Committee in general implemented good control over the distribution of tickets
to retail outlets, the Committee did not conduct an adequate reconciliation to ensure that all funds
collected from the outlets were properly accounted for. As a result, we found that deposits to the
bank account from retail outlet sales were short by at least $1,680 to as much as $3,060. In addition,
the Committee did not implement proper internal control procedures to account for ticket sales at
the Stadium outlet. No documentation was provided to indicate that the Committee controlled the
number of tickets distributed and returned from this outlet. As a result, we could not verify that the
reported collections returned to the Committee represented all revenues from tickets sold at the
Stadium outlet.

Background

During Carnival 2004, the Committee hosted six events for which revenues were generated
from ticket sales. In addition, the Committee operated a Stadium concession during the six events
that generated cash sales. According to the records maintained by the Committee, almost $165,000
was generated from ticket and concession sales in 2004. Those events and their respective reported
revenue generation are as follows:

Event

Revenue Reported
Expenses Paid From
Night’s Collections

Net Revenues
Collected

Total Bank
Deposits Not esRetail

Outlets
Stadium
Outlet

Total Revenues
Reported

Queen Show $37,110.00 $22,178.00 $59,288.00 $59,288.00 $59,288.00

Calypso Revue 20,360.00 13,807.00 34,167.00 $8,150.00 26,017.00 26,017.00 a

Prince &
Princess Show 9,635.00 9,916.00 19,551.75 19,551.75 19,551.75

Calypso
Competition 9,384.00 9,879.00 19,263.00 8,800.00 10,463.00 10,463.00

Latin Night 9,005.00 11,195.00 20.200.00 400.00 19,800.00 19,800.00

Ms. American
Classic 2,275.00 940.00 3,215.00 3,215.00 3,215.00 b

Stadium
Concession 9,137.00 9,137.00 900.33 8,236.67 8,236.67

Total $87,769.00 $77,052.75 $164,821.75 $18,250.33 $146,571.42 $146,571.42

Notes: (a)  Collections from one retail outlet were $60 short.
            (b)  Collections from one retail outlet was between $1,620 to $3,000 short.

Regarding ticket sales events, the Committee distributed tickets to seven retail outlets, and
on the night of the event, tickets were sold at the event’s location, the Stadium outlet.  Tickets to the
seven retail outlets were distributed using a form that identified: (i) the ticket outlet; (ii) the number
of tickets within each dollar value made available for sale; (iii) the delivery date of those tickets;
and, (iv) the person accepting the tickets for sale. The Committee also contributed up to five (5)
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complimentary tickets to each outlet.  The outlets accepted any number of complementary tickets,
up to the limit set by the Committee. When the Committee collected the unsold tickets and monies
from sales, the form originally distributed was completed by indicating the date of pick-up, the
number of tickets returned within each dollar value, the person who accepted the money on behalf
of the Committee, the amount of money received, and the signature of someone at the ticket outlet
verifying the amount of money and unsold tickets returned back to the Committee. 

This procedure, however, was not used for tickets distributed to the Stadium outlet. No
record was made of the number of tickets distributed to the Stadium outlet. The only activity
performed was a count of the funds turned-in at the end of the nightly event.

Events Revenues

The Committee did not always follow their own established procedures in reconciling unsold
tickets with funds collected at the various outlets. As a result, there were two instances where unsold
tickets and funds collected did not reconcile with the amount of tickets given to the respective retail
ticket outlet. The total shortage was between $1,680 and $3,060. In addition, the Committee did not
control the number of tickets distributed to the Stadium outlet, making it impossible to reconcile the
tickets distributed to the unsold tickets and funds collected.

Our review revealed that the information presented on the ticket sales outlet control sheets
was not consistent.  As a result, in some instances we could not determine the exact number of
tickets sold within each category of tickets made available for sale, and in other instances the
number of complimentary tickets was not indicated.  Consequently, it was difficult to reconcile those
ticket sales with the cash collected and turned over to the Committee.

The Committee did not implement the same controls for ticket sales at the Stadium outlet
on the night of the events.  No control form was presented to us to indicate the number of tickets that
were distributed to the Stadium outlet and the number of tickets returned to the Committee that went
unsold.  As a result, we could not verify that the revenues returned to the Committee actually
represented all tickets sold at the Stadium outlet. With Stadium outlet collections representing 44%
of total reported revenues from the various events, collections from this outlet represented a major
source of the revenues generated from the events. Accordingly, we could not assure ourselves that
all revenues from event activities were accounted for and deposited into the Committee’s account.

The following sections summarize the results of our findings after reviewing the documents
for each event.

Queen Show. Based on our review and reconciliation of unsold tickets to funds collected,
collections from the various retail outlets were short by $165.  It is possible that the shortage could
be attributable to complimentary tickets issued to and taken by two retail outlets who did not
indicate on the outlet ticket control sheet whether the complementary tickets were taken. If we
assume that this was done, all tickets distributed to the retail outlets will have been accounted for.
The same could not be said for tickets issued to the Stadium outlet. We could not verify the number
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of tickets actually sold at the Stadium outlet. The Committee did not provide us with any
documentation to show that they controlled the number of tickets distributed to the Stadium outlet
and the number of tickets returned. As previously stated, this lack of control at the Stadium outlet
is a recurring problem that existed at each of the events. Total reported collections from the various
retail ticket outlets was $37,110, while reported collections from the Stadium outlet were $22,178,
or 37% of all reported revenues from this activity.

Calypso Revue. After reviewing the documentation related to the Calypso Revue activity, as
previously indicated, we could not verify the amount of tickets that were disbursed and returned
from the Stadium outlet.  Revenues reported from this outlet were $13,807.  However, only $5,657
was deposited. At first glance, this would indicate a significant shortage of $8,050. The Committee
provided documentation to show that the $8,050 in Stadium outlet collections were used to cash
checks previously issued to performing artists. In addition, there was a $100 cash refund to a
performing artist to cover immigration fees. It was indicated that several artists from outside of the
territory were scheduled to leave on the next day, and therefore wanted their checks cashed by the
Committee. Although, not an ideal situation, we understand the problem that the Committee faced,
however, an issue involving the failure to “void” the returned checks will be discussed in the section
of this report dealing with expenditures. We did note that there was a shortage of $60 from one retail
ticket outlet. 

Prince and Princess Show. Regarding the Stadium outlet, we found the same issue of  no
documentation to indicate that the Committee had control over the distribution and return of sold
and unsold tickets. Although we are unable to verify that the funds collected at the Stadium outlet
represented all tickets sold, we did note that the reported collections of $9,916.75 were deposited
into the bank. The retail outlets submitted $9,635 to the Committee and the funds were deposited
into the Committee’s account.

Calypso Competition. Based on our examination of the records maintained for the Calypso
Competition, we again did not find any documentation to show the number of tickets distributed and
unsold at the Stadium outlet.  Reported revenues at the Stadium outlet represented 51% of all
reported revenues for this event. The Committee reported $9,879 in Stadium outlet revenues;
however, only $1,079 was deposited. As had occurred at the Calypso Revue event, the Committee
provided documentation to show that they used $8,600 from the Stadium outlet revenues to cash
previously issued checks to performing artists. An additional $200 was refunded to performing
artists for immigration fees. Again the Committee’s handling of the cashed checks is covered in the
expenditures section of the report.

Latin Night. Our review of the documentation provided from the Latin Night activities again
revealed that there was no support to show the number of tickets disbursed and returned from the
Stadium outlet.  Reported Stadium outlet sales represented 55% of all reported sales for this event.
The reported Stadium outlet collections were $11,195. The Committee deposited $10,795, and
provided documentation to show that $400 was advanced to a performer for the Calypso Revue. The
Committee collected $9,005 from retail outlets.
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Ms. American Classic. Again, we could not verify or reconcile Stadium outlet ticket sales.
Reported ticket sales of $940, from this outlet represented 29% of all sales for this event. All of the
reported collections from the Stadium outlet were traced to the bank deposits. We were unable to
reconcile ticket sales with the funds collected from one of the retail outlets. We could not determine
how many tickets were sold within each category of tickets. Tickets for this event were priced at $10
and $15 each. Based on the number of returned tickets, if all of the tickets sold were $10 tickets, the
total amount of money collected from the retail outlet would be $1,620 short.  The shortage could
have been as much as $3,000, if all tickets sold were $15 tickets.  This retail outlet was given 450
tickets (250 tickets @ $15.00 and 200 tickets @ $10.00). They returned 169 tickets. The retail outlet
did not indicate how many tickets within each dollar value were returned.  As a result, we could not
reconcile the returned tickets with the $1,140 in collections indicated as submitted to the Committee.
When contacted, the retail outlet owner did not remember having any reconciling problems with the
treasurer of the Committee regarding ticket sales.  The owner stated that they have always balanced
their sales with tickets returned except in one year when 100 Queen Show tickets were stolen from
the retail outlet. The owner acknowledged the apparent discrepancy in the information contained
on the ticket outlet sales control sheet presented, but could not provide an explanation for the
difference.  There is no indication on the document to indicate that the treasurer of the Committee
upon accepting the funds from the retail outlet noted any discrepancies.

Stadium Concession. During Carnival 2004, the Committee maintained a concession at the Stadium
outlet.  Based on the information provided, gross sales of  $9,137 were reported, with expenses of
$900.33.  We were able to trace the net sales $8,236.67 to a deposit in the bank account. We were
told that the concession sales were unusual events for the Committee, because this was the first year
that this was done in an effort to generate funds for the Committee. The Committee provided us with
receipts to account for the nightly revenues and expenses for this activity.

Recommendations

We recommend that the Board of Directors of the Carnival Committee:

1. Establish the same control procedures over ticket distributions, ticket sales, and unsold
tickets at the Stadium outlet as they have at the various retail outlets.

2. Ensure that tickets returned from all outlets are identified within their respective category
and dollar value, and a reconciliation process is conducted to ensure that revenues collected match
ticket sales. 

3. Ensure that all ticket sale revenues are properly accounted for and deposited in the
Committee’s bank account.
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Virgin Islands Carnival Committee’s Response

The Committee Chairman, in his February 28, 2007 response, devoted the first few
paragraphs questioning why we did not state in the report that no corruption and misuse of funds
were found, since it was “one of the most talked about (issues) in the news media and on personal
levels for several years.” The Chairman also took issue with our scope statement that the most recent
records available for audit were for Fiscal Year 2004. Finally the response tried to show the benefits
that the Virgin Islands derived from the annual Carnival activities.

Regarding the specific findings, the Chairman did provide additional information to resolve
the unverified deposits of $1,143. Relating to the discrepancy between unsold tickets returned and
the related collections, the Chairman stated that the treasurer made a mistake in recording the
amount of unsold tickets. Finally, it was indicated that the ticket agents and the treasurer reconciled
ticket sales at the Stadium outlet on a nightly basis. However, the amount of unsold tickets was not
recorded. In Fiscal Year 2005, the reporting form was revised to record the ticket information.

The Chairman’s response implied agreement with the three recommendations made in this
section of the report.

Office of the Virgin Islands Inspector General’s Comments

Regarding the Chairman’s assertions that were not related to the specific findings, we stand
by all of our comments and conclusions made in the report. We do not conduct our audits based on
rumors and comments made on talk shows. As stated in our report, our objectives were to determine
if revenues were properly deposited and reported, expenditures were related to the operations of
Carnival, and internal controls were in place to ensure the effective operations of Carnival. In
addition, we attempted to determine the total Government’s contribution to the annual Carnival
event.

We have adjusted the final report, relating to undeposited collections, based on the additional
information provided in the Chairman’s response. However, due to the Committee’s failure to
control and account for revenues from the Stadium outlet collections we could not assure ourselves
that all revenues were reported and deposited. In addition, there was a discrepancy of between
$1,680 and $3,060 in the reconciliation of unsold tickets and the related collections. It is possible,
as claimed in the response, that the treasurer made an error in reporting the collections, however,
we must report any irregularities found.

Concerning disbursements, as indicated in our report, we stated that the Committee did
establish a good system of internal controls. We did not question the validity of expenditures;
however, there were some weaknesses in the internal controls process. Our third finding dealt with
the inaccurate financial reports that were filed and the failure of the Committee to file all of the
required reports. In our final finding, we attempted to determine the extent of the Government’s
contribution to the 2004 Carnival activities. Our detailed comments on each of these findings are
covered in the related sections of the report.
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Regarding the scope limitations of our audit, the Chairman’s response supports our statement
that the most recent year for which records were available for audit was Fiscal Year 2004. The
response states that, “The Executive Director has made public statements . . . indicating that a great
deal of time had already been spent locating documents for 2002, 2003 and 2004, . . . it would be
tantamount to harassment if you had decided to ignore that effort and have that same work done for
another time period.” We note that when his accountant submitted the financial compilation for
2002, 2003 and 2004, on September 20, 2005, he indicated that the2005 report would be submitted
on September 30, 2005; however, it was never provided. We must also note that the Chairman in
this response indicated that many of the weaknesses found in Fiscal Year 2004 were corrected in
Fiscal Year 2005.

Relating to the contributions of Carnival to the overall economy of the Virgin Islands, as
indicated to Committee officials during our exit conference, that determination was not an objective
of the audit. However, we agreed to contact the Government’s Bureau of Economic Research to
verify if an economic impact study of Carnival had been done. Based on that request, we were told
that one was in progress, however, it had not been completed to date.

Based on the Chairman’s implied agreement with the recommendations made in this section
of the report, we will consider them resolved.
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FINDING 2: DISBURSEMENTS

In general, the Committee established a good system of internal control over disbursements.
Although the validity of expenditures for the 2004 Carnival was not questioned, the Committee did
not follow their own policies and procedures to ensure some level of internal controls over
disbursements and the separation of duties. As a result, expenses were paid without the appropriate
subcommittee being held accountable for related disbursements. In addition, $17,050 in Committee
checks that were cashed for various performing artists were not defaced to ensure that they could
not be used again.

Background

Committee officials indicated that a purchase order form system to pay its vendors had been
in existence for the 2004 Carnival. The purchase order form required the name of the payee, a
description of the service being purchased, the cost, the endorsement of the subcommittee
chairperson and the signature of the vendor’s representative. The Executive Director indicated that
before a payment check could be processed, the respective subcommittee chairperson was required
to sign-off on a purchase order form certifying that the claimed expenditure was a legitimate charge
to the Carnival activity. There were 19 subcommittees during the 2004 Carnival activities.

Committee officials also indicated that the majority of disbursements for Carnival were paid
by checks. The one major exception to this process was the cash payment of fees to performing
artists at some of the events.

Purchase Orders and Invoices

Our audit of disbursements focused on the internal control procedures related to the
procurement of services, supplies, and equipment. In addition to determining if the disbursements
reviewed were Carnival related, we included an examination of purchase orders and invoices to
determine if the internal control procedures applicable to payments were adequate.  In Fiscal Year
2004, the Committee issued 465 checks to pay for services and supplies procured. We examined the
process used to procure those services and supplies.  We sampled 95 purchase orders and 97
invoices from which payments were made.

 We found that 61(64%) of the 95 purchase orders sampled did not have the subcommittee
chairperson’s signature as required by the Committee.  As a result, we could not verify the origin
of the purchases.  In situations where staffing levels do not permit for separation of duties,
compensating controls such as strict individual accountability and thorough management review and
supervision should exist.  The required signature of the subcommittee chairperson is a good internal
control procedure that serves the purpose of accountability, and affords the Committee some level
of separation of duties. The subcommittee chairperson becomes the person requesting such services
or supplies and assumes the responsibility for such cost allocation.  
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The Executive Director of the Carnival Committee who is one of the signatories on the
checking account can now serve as the supervisor for review and approval of the payment for the
requested services. Currently, without this level of accountability, it appears that the Executive
Director procures, reviews, and approves all payments for services and supplies for the Committee.
In light that the Committee staffing level is minimal, an additional level of control that adds to the
separation of duties can only add to the effective and efficient operation of the Committee.  In
addition, the Committee will benefit by being able to determine the cost associated within each
subcommittee’s operations.

In those instances outside of the regular operating cost of goods and services, the Committee
should utilize the purchase order that they currently have in place to require that a subcommittee
chair sign-off on the procurement of those services or supplies applicable to each subcommittee.

Committee Checks Cashed

During our review of Ticket Sales Revenues, we found three instances where performing
artists who were initially paid a total of $17,050 by checks, had their checks cashed from the
proceeds of the Stadium outlet’s collections. After the Calypso Revue, Committee officials issued
11 checks totaling $8,050 to artists who had performed during the show. The entertainers claimed
that they were leaving the territory the next day, and wanted their payments in cash. Committee
officials obliged, by using the proceeds from the Stadium outlet’s collections to cash the checks for
the individuals. The checks were endorsed by the payees, and returned to Committee officials in
exchange for the cash. The Committee officials then wrote on the front of each check, under the
signatures of the two Committee officials, “Cashed By VICC”. The checks were then filed along
with other invoices for the 2004 Carnival. This practice was done again after the Calypso
Competition, this time seven checks were cashed totaling $8,600. The third instance was after the
Latin Night event, when a performer was paid an advance of $400.

Although, the circumstances are understandable, more controls should have been put in place
to safeguard the checks. More important, the Committee officials’ signatures should have been
defaced, and the words “PAID” written across the face of each check. This will ensure that the
checks cannot be negotiated at a later date.

Recommendations

We recommend that the Board of Directors of the Carnival Committee:

1. Ensure that the purchase order system is used for all non regular operating disbursements.

2. Ensure that subcommittee chairpersons sign the purchase order form, thereby, establishing
a record as to the source of the disbursement request, and ensuring a level of segregation of duties.

3. Ensure the cashed checks are defaced and print the words “PAID” across the face of the
checks.
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Virgin Islands Carnival Committee’s Response

The Chairman’s response stated that the “major portion of purchase orders which were not
signed by the subcommittee chairpersons were expenditures issued for parade prizes and other
transactions which involved contracts.” He further stated that “In all instances where there was a
need to procure services and supplies, the purchase orders have been signed by the subcommittee
chairperson.” Regarding the first recommendation, it was stated that the purchase order is used for
regular and non regular operating disbursements. It further stated that once a vendor submits an
invoice, the purchase order form is not used. Regarding the second recommendation, it was stated
that the purchase order is used for contract payments and established prize disbursements. Finally,
in response to the third recommendation, the Chairman stated that they will write “Cashed by VICC”
across the face of the cashed checks.

Office of the Virgin Islands Inspector General’s Comments

The comments and responses made by the Chairman in this section of the report are a bit
confusing when compared to those made during the course of the audit, and during the exit
conference. The response indicated that the purchase order form is basically used as a “receipt” to
substantiated payments made by the committee when invoices are not presented. When invoices are
presented, no purchase order form is used. However, during the audit and at the exit conference, it
was indicated that a signed purchase order from the subcommittee chairperson is required before
a payment check is processed.

In our opinion, the practice of requiring a signed purchase order from the various
subcommittees was a good internal control procedure. Based on the Committee’s bylaw, there are
19 subcommittees, and signing the purchase orders provides a trail for expenditures incurred by the
respective subcommittees. We complemented the Committee for establishing this procedure, and
felt that it should be used for all non-operational expenses, excluding ordinary operational expenses
like office rent, payroll, office utilities and office supplies. By relating the various expenses to the
appropriate subcommittee, management would be able to determine the costs required by each
subcommittee in performing their various activities. In addition, Committee management could
ensure that all expenditures were necessary and legitimate obligations of Carnival.

We reviewed 95 purchase orders used during the 2004 Carnival, and there were inconsistent
uses of the purchase orders. Many of them were for various entertainment expenses and prize
payments; however, others were used for, among other things, security services, electrical work, and
constructing and dismantling the Carnival stage. In some instances, purchase orders were signed by
subcommittee personnel, and others for the same type of activity were not signed. These
observations are inconsistent with the statements made in the response. We maintain that the first
two recommendations made in this section of the report are valid.

Regarding the third recommendation, it doesn’t matter whether the word “paid,” “cashed,”
or “Cashed by VICC”. Our concern was that the checks are defaced so they could not be used again.



13

FINDING 3: FINANCIAL STATEMENTS

The Committee did not file all of the required financial reports with the Lieutenant
Governor’s Office as required by the Code. Although required, no balance sheet for 2004 was filed.
The profit and loss statement filed did not include $10,000 in contributed revenues from the Virgin
Islands Port Authority, overstated sponsorship contributions by $1,000 and incorrectly overstated
the 2004 operating expenses by $47,175.

Background

Title 13, Section 371 of the Code requires every domestic corporation created under the laws
of the Virgin Islands to file annual financial reports with Lieutenant Governor’s Office. 

The Code requires: (i) a true and exact statement of the amount of the corporation’s capital;
(ii) a true and exact general balance sheet showing the financial condition of the corporation; (iii)
a profit and loss statement; and, (iv) other related information relating that may be required.

Balance Sheet

The Committee did not file a balance sheet as required by the Code.  The Executive Director
when interviewed indicated that the Committee does not prepare balance sheets.

A balance sheet is a useful financial statement that provides information on an organization’s
financial condition during a certain time period.  It provides information on what the organization
owns and owes, and is comprised of assets, liabilities, and equity. It helps to quickly get a handle
on the financial strengths and weaknesses of the organization. A balance sheet will allow the
Committee to view, in a snapshot, its assets, such as cash, office equipment, and other property
assets. The balance sheet will also look at the relationship between equity finance and debt. It gives
an indication whether the organization relies on equity finance or debt.

The Committee’s failure to prepare a balance sheet does not allow its stakeholders the ability
to obtain information on the financial condition of the organization, as it relates to the assets owned,
liabilities owed, and its equity.  In addition, the Committee maintains a line of credit with the bank,
the impact that this credit has on the organization is not currently reflected in any financial statement
prepared by the Committee. The Committee also owes various vendors for services that were
provided but not paid with 2004 revenues. These obligations, known as accounts payable for the
Committee, should be reflected in a balance sheet.

The Committee currently prepares a statement of income and expenses, which shows the
revenues, expenses and net profit or loss for a given time period.  Although, the income statement
is a viable and useful financial statement, the balance sheet also serves its own usefulness.
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Profit and Loss Statement

The Committee prepared and filed with the Lieutenant Governor’s Office a profit and loss
statement for the operations of Carnival for 2004. The statement, however, incorrectly overstated
the net operating loss of the 2004 Carnival by $47,715 when they failed to include a $10,000
contribution from the Virgin Islands Port Authority, overstated a sponsorship donation by $1,000,
and included 2003 expenses paid in 2004 as well as 2004 expenses that were not paid until 2005.

The profit and loss statement for the year ended June 30, 2004, as filed by the Committee
showed Carnival 2004 revenues of $693,621 and total expenses of $839,336, resulting in a reported
net operating loss of ($145,715).

Revenues. The Committee failed to include a contribution of $10,000 made by the Virgin Islands
Port Authority on May 26, 2004. In addition, we could not substantiate $1,000 in donations received
from private sector businesses. As a result, actual revenues were understated by a net of $9,000.

The following schedule shows the revenues as reported by the Committee, the audited totals,
and the percentage each audited revenue source represented as it related to the audited total
revenues.

Schedule of Audited Revenues - Fiscal Year 2004

Source of Funds Committee Profit and Loss Statement Audited Percentage Notes

Government: Housing, Parks and Recreation $350,000 $350,000 49.81%

Government: VI Port Authority - 10,000 1.42% a

Operations 234,321 234,321 33.35% b

Sponsorship 108,900 107,900 15.36% c

Donations 400 400 0.06%

$693,621 $702,621 100.00%

Notes: (a)  The $10,000 contribution from the Port Authority was not included in the  Committee’s reports.
           (b)  This amount does not take into consideration the discrepancies in outlet ticket sales discussed in the first finding of this  
                  report.
           (c)  No documentation was provided for $1,000 in sponsorships.

Expenditures. Our examination of the expenses reported in the 2004 profit and loss statement
showed that the Committee included $47,175 in 2003 expenses that were paid with 2004 revenues.
In addition, the Committee included 2004 accounts payables of $95,731. By including the 2003
payments and the 2004 accounts payables, in the same fiscal year, expenses were overstated
resulting in a larger net operating loss. 

For the 2004 Carnival, the Committee used the accrual method of accounting. By using the
accrual method, the expenses should have been reported when they were incurred not when they
were paid. Accordingly, our audited report of expenses excludes the 2003 expenses that were paid
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in 2004, but includes the 2004 expenses that were not paid. As a result, the expenses for the 2004
Carnival totaled $792,161. This resulted in a net operating loss for 2004 of ($89,540).

The following schedule lists the expense as reported by the Committee in their profit and loss
statement, the audited  2004 expenses, and the associated percentage that those expenses represented
based on the overall audited 2004 expenses incurred.

Schedule of Audited Expenses - Fiscal Year 2004

Expense Category Committee Profit and
Loss Statement

Fiscal Year 2003
Expenses Audited Percentage of Total

Expenses
Description

(Not all Inclusive)

Professional Services $166,270 $7,500 $158,770 20.04% Sound system, construction
work, etc.

Entertainment 101,670 800 100,870 12.73% Entertainers, bands, etc.

Prizes 91,849 5,200 86,649 10.94% Gifts, trophies, cash, etc.

Salary 77,332 77,332 9.76% Committee employees

Printing 45,009 5,036 39,973 5.05% Booklets, tickets, etc.

Travel 42,926 8,243 34,683 4.38% Off-island entertainers,
Committee travel, etc.

Hotel 35,997 35,997 4.54% Off-island performers

Sponsorships 31,950 31,950 4.03% Queen and Prince & Princess
contestants

Freight 31,030 31,030 3.92% Trailers, transportation

Security 29,590 4,850 24,740 3.12% Services for events.

Ground Transportation 22,619 9,595 13,024 1.64% Parade drivers, taxies etc.

Rent 22,300 3,300 19,000 2.40% Committee office.

Rentals 21,159 200 20,959 2.65% Parking spaces, etc.

Telephone 18,603 18,603 2.35% Office and cell phones.

Decorations 17,718 17,718 2.24% Signs and Posters.

Hospitality 17,001 17,001 2.15% Catering, beverages, etc.

Electricity 11,858 11,858 1.50% Committee office.

Uniforms 11,629 2,151 9,478 1.20% Shirts, hats, etc.

Concession 10,111 10,111 1.28% Food and beverages.

Fireworks 7,500 7,500 0.95% Zambelli Fireworks Co.

Insurance 5,605 5,605 0.71% Committee and auto.

Miscellaneous 5,400 300 5,100 0.64% Refunds, wreaths, etc.

Supplies 5,239 5,239 0.66% Building materials.

Advertising 5,023 5,023 0.63% Newspaper ads, etc.

Office Supplies 2,624 2,624 0.33% Committee office.

Registration/Dues 685 685 0.08% Membership to International
Festivals.

Postage 639 639 0.08% Mail, etc.

Total $839,336 $47,175 $792,161 100.00%
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Recommendations

We recommend that the Board of Directors of the Carnival Committee:

1. Ensure that all financial reports as required by the Code are filed annually.

2. Obtain the services of a qualified accountant to prepare accurate financial reports as
required by the Code.

Virgin Islands Carnival Committee’s Response

The Chairman agreed with the findings and recommendations made in this section of the
report. He indicated that complete financial statements will be filed in the future. In addition, it was
indicated that since 2005, a “qualified nationally recognized accountant” has been used to prepare
the profit and loss statement. The same individual will be used to prepare the required balance sheet.

Office of the Virgin Islands Inspector General’s Comments

Although the Chairman indicated agreement with the findings and recommendations made
in this section of the report, we are concerned with the preparation of future financial reports. We
requested copies of the 2005  reports filed at the Lieutenant Governor’s Office. We were informed
that no reports were filed.
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FINDING 4:  IN-KIND CONTRIBUTIONS

In addition to the $360,000 in Government financial grants given to the Committee for 2004
Carnival activities, the Government provided at least an additional $301,754 for in-kind services.
This additional in-kind contribution does not include the cost of administrative leave given to
Government employees who headed the various Carnival subcommittees.

The Committee received services from various Government agencies to include the Police
Department, the Department of Public Works, the Department of Housing, Parks and Recreation,
and the Virgin Islands Water and Power Authority. In addition an unknown number of Government
employees were each granted 80 hours administrative leave to head  one of the 19 subcommittees.
In-kind contributions are non monetary contributions from supporters and constituencies.

In our attempt to quantify the full cost of the Government’s contributions to the annual
Carnival celebration, we contacted several Government agencies requesting information on their
possible in-kind contributions. The agencies contacted included, the  Police Department, the
Departments of Health; Housing, Parks and Recreation; Licensing and Consumer Affairs; Public
Works; and Tourism, the Fire Services Agency, the Roy Schneider Hospital, the Virgin Islands Port
Authority, and the Virgin Islands Water and Power Authority.

The following schedule shows the value of the in-kind contributions that have been received
as of the issuance of this report.

Department/Agency Value of In-Kind
Contributions

Public Works $124,321

Police 105,458

V. I. Water and Power Authority 44,161

Housing, Parks and Recreation 27,814

(a) V. I. Port Authority No Response

Fire Service 0

Health 0

Licensing and Consumer Affairs 0

Schneider Hospital 0

Tourism 0

Total In-Kind Contributions $301,754

Notes: (a) Did not respond to request for information.
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We were not able to determine the payroll cost associated with the administrative leave
granted to Government employees who served on the various Carnival subcommittees. As a result,
we conservatively estimate that the Government contributed more than $661,754 in grants and in-
kind services to the 2004 Carnival celebration. 

With the Government significantly contributing to the annual Carnival celebration, it is our
opinion that the Government should insist that the Committee provide annual financial statements
prior to the awarding of the next year’s grant. In addition, the Government should require that the
Committee undergo an audit on a periodic basis (for example every three years) to review the
internal controls and the operations of the organization.

Recommendation

We recommend that the Commissioner of Tourism require, as a condition of providing the
annual grant for Carnival activities, that full financial reports, prepared by a qualified individual, be
submitted before the awarding of the next year’s funds. In addition, the Committee’s operations
should be audited at least every three years by a certified public accountant. This condition should
be required for all Festival activities on the three islands.

Department of Tourism’s Response

The Acting Commissioner of Tourism in her March 3, 2007 response indicated agreement
with the recommendation made.

Office of the Virgin Islands Inspector General’s Comments

The response received is sufficient for us to consider it resolved.
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OFFICE OF THE VIRGIN ISLANDS INSPECTOR GENERAL’S NOTE: The Virgin Islands
Carnival Committee included, with the response, copies of bank statements and deposit slips as
additional support for the unsupported collections identified in the Draft Report. We excluded those
documents from the response.
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Government of the Virgin Islands

Office of the Governor 3

Office of the Lieutenant Governor 1

Department of Tourism 1

Department of Justice 1

Department of Finance 1

Office of Management and Budget 1

27th Legislature 15

Legislative Post Auditor 1

Delegate to Congress 1

United States Government

Department of the Interior, Office of Inspector General 1

Department of Justice, Office of the Attorney General 1

Department of Justice, Federal Bureau of Investigation 1

Non-Government

Virgin Islands Carnival Committee 1


