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EXECUTIVE SUMMARY
The following summarizes the major findings resulting from the Audit of the Operations
of the Virgin Islands Lottery (AR-02-92-11).
Finding 1: Traditional Lottery (pages 5 to 17)
 The Lottery could not account for 14,251 tickets, valued at $330,734 from its ticket
inventory.
 Eight unsold tickets with a prize value of $430,000 were missing from agency files.
 At least $9,460 was paid on winning tickets for which there was no evidence showing
that they had been sold.
 There was a correlation between the high prize pay-out ratio and the potential for fraud.
 Cash advanced to the Sales Offices to pay prizes on winning tickets were not properly
accounted for and reconciled resulting in $192,263 in unaccounted for funds.
 The Lottery did not hold cashiers accountable for shortages and overages on prize
winnings.
 The Lottery failed to properly monitor dealers for compliance with license renewal and
ticket quota requirements.
 The Lottery failed to collect on $11,967 in bounced checks which were written by
dealers.
Finding 2: Procurement Practices (pages 18 to 21)


The Lottery engaged vendors for services without following procurement laws.

 The Lottery incurred $2,013,218 in costs not supported by contracts.
 The Lottery paid $374,679 for contract work that was not satisfactorily completed.
 The Lottery paid cost overruns for two projects totaling $336,635.

Finding 3: Advertising, Promotions, and Donations (pages 22 to 28)


Lottery management acted outside the scope of its authority by exceeding their annual
approved budget amounts for advertising and promotion and failing to get Commission
approval for promotional contracts.

 The profitability of the Lottery was negatively affected by management’s excess
spending habits.
 The Lottery’s management used public monies to fund organizations and causes which

were questionable.


The Lottery did not establish any criteria to determine how soliciting organizations were
to account for funds received.

Finding 4: Commission Oversight (pages 29 to 32)


There was a breakdown in the supervisory relationship between the Commission and
management.

 The Commission lacked the authority to hire the Executive Director and was ineffective
in the monitoring and supervision of management.
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September 19, 2011
Angel Dawson, Jr.
Commissioner
Department of Finance
2314 Kronprindensens Gade
Charlotte Amalie, Virgin Islands 00802
Dear Commissioner Dawson:
This final report contains the results of our audit of the operations of the Virgin Islands
Lottery (Lottery). The objectives of the audit were to determine whether: (i) the operations of the
Lottery were effectively and efficiently administered and managed in accordance with applicable
laws, regulations and best practices; (ii) contracts were properly procured, authorized and
monitored in accordance with procurement laws; and, (iii) donations and contributions to
soliciting organizations and individuals were authorized and in accordance with the law.
Our audit disclosed that the Commission and the Executive Director did not effectively
administer the operations of the Lottery. Specifically, we found that:(i) 14,251 tickets, valued at
$330,734 could not be accounted for from the Lottery’s ticket inventory; (ii) eight unsold tickets
with a prize value of $430,000 were missing from agency files; (iii) at least $9,460 was paid on
winning tickets for which there was no evidence showing that they had been sold; (iv) there was
a correlation between the high prize pay-out ratio and the potential for fraud; (v) cash advanced
to the Sales Offices to pay prizes on winning tickets were not properly accounted for and
reconciled; (vi) Lottery cashiers were not held accountable for shortages and overages on prize
winnings; (vii) Lottery dealers were not properly monitored for compliance with license renewal
and ticket quota requirements; (viii) the Lottery incurred $2,013,218 in costs not supported by
contracts, paid $374,679 for contract work that was not satisfactorily completed , and paid costs
overruns for two projects totaling $336,635; (ix) Lottery management acted outside the scope of
its authority by exceeding their annual approved budget amounts for advertising, promotions and
donations, and failed to get Commission approval for promotional contracts; and, (x) there was a
breakdown in the supervisory relationship between the Commission and the Executive Director.
We made several recommendations to address the conditions and causes cited in this
report. Lottery management was made aware of the serious conditions found during our audit.
Current Lottery management started to take corrective actions to address these issues. Our
recommendations addressed the following areas: (i) Traditional Lottery operations; (ii)
procurement practices; (iii) advertising, promotions and donations; and, (iv) administrative
controls.

We have included a copy of the response to the report as Appendix I beginning on page
33. We have also included, as Appendix II beginning on page 45, the additional information need
before the recommendations can be closed.
If you or your staff require additional information, please call me at 774-6426.
Sincerely,
Steven van Beverhoudt, CFE, CGFM
V. I. Inspector General
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INTRODUCTION
BACKGROUND
The Virgin Islands Lottery (Lottery), created by the Virgin Islands Code (Code) in 1957,
became an instrumentality of the Government of the Virgin Islands (Government) in 1971 under
Title 32 Chapter 13 of Code. The Lottery is managed by an Executive Director, appointed by the
Governor, and is under the supervision of the Virgin Islands Lottery Commission (Commission).
The Commission has seven members, consisting of the Commissioner of Finance, the Executive
Director of the Office of Management and Budget, and five other members who are appointed by
the Governor.
The mission of the Lottery is to generate revenues to support a variety of mandated
programs of the Government. Title 32, Section 246(11) of the Code stipulates that all revenues
accruing to the Lottery are to be apportioned in various percentage amounts to fund the
Department of Education (including the Education Initiative Fund), the Office of Veterans
Affairs, the Disabled Persons Special Fund, the Small Business Development and Loan Fund, the
Textbook Reimbursement Revolving Fund, summer employment of youth program, and the
Pharmaceutical Assistance to the Aged Program. In 2009, the Legislature required the Lottery to
contribute a minimum of $2,270,000 annually to the Government Employees’ Retirement
System for the purpose of funding annuitants’ annual cost of living bonuses. In addition,
revenues are to be used to pay “costs incurred in the operation and administration of the
Lottery…and payment of prizes to holders of winning tickets or shares.” The Code also
stipulates that all proceeds remaining after compliance with the mandatory funding requirements
are to be transferred to the General Fund, with the exception of an annually approved reserve
fund amount.
Revenues are accrued from the Lottery’s Traditional “Passive” Game (Traditional
Lottery) ticket sales and proceeds received from games under contracts the Lottery has with
private contractors of lottery games, to include contractors of video lottery terminal games.

OBJECTIVES, SCOPE, AND METHODOLOGY
This audit was initiated in 2008 in response to a 2006 request from the Commission to
specifically audit the operations of the Lottery.
The objectives of the audit were to determine whether: (i) the operations of the Lottery
were effectively and efficiently administered and managed in accordance with applicable laws,
regulations and best practices; (ii) contracts were properly procured, authorized and monitored in
accordance with procurement laws; and, (iii) donations and contributions to soliciting
organizations and individuals were authorized and in accordance with the law.
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The scope of the audit focused on the administration of the Lottery operations during
Fiscal Years 2004 through 2009. In addition, where applicable, we reviewed documents related
to Fiscal Year 2010. Our audit did not cover the Lottery’s control of games under contract with
private contractors of lottery games, to include video lottery terminal games.
To accomplish our audit objectives, we examined all available supporting documents to
include check registers, general ledgers, cancelled checks, bank deposit slips, bank statements,
contracts, ticket sales and prize payment reports, and other supporting documentation related to
the operations of the Lottery. We observed several drawings and interviewed Lottery officials,
employees, Commission and Drawing Board members.
We selected various samples in the areas of tickets, major prizes, prize payments, dealers,
contracts and donations.
We selected the entire universe of records of sold and unsold lottery ticket inventory for
all 48 Lottery Drawings held in Fiscal Years 2008 and 2009 because the Lottery had not
performed reconciliation of ticket inventory after FY 2007.
We selected all 288 major prizes paid during the 6-year audit period. The 288 major
prizes ranged from $10,000 to $500,000. Over the period, more than $21 million in major prizes
were paid.
We selected the entire universe of prize payment reports for all 122 Lottery Drawings
held in FY 2005 through FY 2009 and audited them for cash discrepancies after obtaining
knowledge of chronic cash shortages in prize payments. FY 2004 files were unavailable for
review.
We selected the entire universe of dealers’ records from Fiscal Years 2008 and 2009
because this period provided current statistics of Lottery dealers’ activity. The universe
consisted of 306 dealers’ records of license renewal and ticket purchasing activity.
We selected a judgmental sample of contracts of $5,000 and over because this amount
represented the required amount for competitive bidding and written contracts for the audit
period. Our sample consisted of 46 contracts totaling $3.7 million.
We selected a judgmental sample of donation transactions of $5,000 and over, with some
exceptions for specific payees who received less than $5,000. Our sample consisted of 88
donation transactions totaling $587,769. Thirty-one of the 88 donation transactions totaling
$90,769 were for payees who received less than $5,000.
The audit was performed in accordance with Generally Accepted Government Auditing
Standards (GAGAS) 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.
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Accordingly, we performed such tests of records and performed other auditing procedures that
were considered necessary under the circumstances.
As part of our audit, we evaluated the internal controls over the operations to the extent
necessary to accomplish the audit objectives. Weaknesses in internal controls are discussed in
the Audit Results section of our report. During the audit, management was advised of significant
internal control risks, in particular related to the agency’s ticket sales operations.

PRIOR AUDIT COVERAGE
The Lottery’s independent auditor issued annual Financial Audit Reports for Calendar
Years 2004 - 2009. The independent auditor found, among other things, deficiencies in the
Lottery’s financial reporting and financial management system, and inadequacies in the
verification of accounts receivable, the training of financial staff, and controls over ticket sales.
In addition, the auditor found that prize payments were improperly determined and cash deposits
were untimely.
In June 2007, the US Department of the Interior, Office of Inspector General audited and
issued a report (No.V-IN-VIS-0004-2005) on the Lottery’s control of video lottery terminal
operations in the Government. The audit found that the Lottery did not have proper oversight of
video lottery terminal operations.
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AUDIT RESULTS
CONCLUSIONS
Our audit disclosed that the Commission and the Executive Director did not effectively
administer the operations of the Lottery. Specifically, we found that: (i) 14,251 tickets, valued at
$330,734 could not be accounted for from the Lottery’s ticket inventory; (ii) eight unsold tickets
with a prize value of $430,000 were missing from agency files; (iii) at least $9,460 was paid on
winning tickets for which there was no evidence showing that they had been sold; (iv) there was
a correlation between the high prize pay-out ratio and the potential for fraud; (v) cash advanced
to the Sales Offices to pay prizes on winning tickets were not properly accounted for and
reconciled; (vi) Lottery cashiers were not held accountable for shortages and overages on prize
winnings; (vii) Lottery dealers were not properly monitored for compliance with license renewal
and ticket quota requirements; (viii) the Lottery incurred $2,013,218 in costs not supported by
contracts, paid $374,679 for contract work that was not satisfactorily completed , and paid costs
overruns for two projects totaling $336,635; (ix) Lottery management acted outside the scope of
its authority by exceeding their annual approved budget amounts for advertising, promotions and
donations, and failed to get Commission approval for promotional contracts; and, (x) there was a
breakdown in the supervisory relationship between the Commission and the Executive Director.
We attributed these conditions to the Lottery’s failure to: (i) adequately reconcile and
safeguard its ticket inventory and cash; (ii) provide proper oversight of cashiers and dealers; and,
(iii) follow procurement and other laws. In addition, we found that the Commission’s failure to
effectively monitor and supervise management contributed to the conditions found.
As a result, (i) the Lottery was susceptible to fraud because of the loss of control over its
ticket sales operations; (ii) at least $6,100 in revenues were lost due to dealers non-compliance
with agency requirements; (iii) $192,263 in cash advanced to the Sales Offices was not
accounted for; (iv) the Lottery violated the law relating to the procurement of goods and
services; (v) funds were disbursed for promotional activities without the approval of the
Commission; (vi) public monies were used to fund organizations and causes which were
questionable; and, (vii) the interest and resources of the Government was not protected.
We made several recommendations to address the conditions and causes cited in this
report. Lottery management was made aware of the serious conditions found during our audit.
Current Lottery management started to take corrective actions to address these issues. Our
recommendations addressed the following areas: (i) Traditional Lottery operations; (ii)
procurement practices; (iii) advertising, promotions and donations; and, (iv) administrative
controls.
These matters are discussed in more detail in the finding sections of the report.
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FINDING 1: TRADITIONAL LOTTERY
The Lottery did not effectively manage the operations of the Traditional Lottery.
Specifically we found that: (i) the Lottery could not account for 14,251 tickets, valued at
$330,734 from its ticket inventory; (ii) eight unsold tickets with a prize value of $430,000 were
missing from agency files; (iii) at least $9,460 was paid on winning tickets for which there was
no evidence showing that they had been sold; (iv) there was a correlation between the high prize
pay-out ratio and the potential for fraud; (v) cash advanced to the Sales Offices to pay prizes on
winning tickets were not properly accounted for and reconciled; (vi) the Lottery did not hold
cashiers accountable for shortages and overages on prize winnings; (vii) the Lottery failed to
properly monitor dealers for compliance with license renewal and ticket quota requirements; and,
(viii) the Lottery failed to collect on $11,967 in bounced checks which were written by dealers.
These conditions were attributable to the Lottery’s failure to: (i) adequately reconcile and
safeguard its ticket inventory; and, (ii) provide proper oversight of cashiers and dealers. As a
result: (i) the Lottery was susceptible to fraud because of the loss of control over its ticket sales
operations; (ii) $192,263 in cash advanced to the Sales Offices was unaccounted for; and, (iii)
the Lottery lost revenue due to dealers non-compliance with agency requirements.
Background
The Traditional Lottery is one of the primary revenue sources of the Lottery. Regular
drawings are held every two weeks and extra-ordinary drawings, which have higher prize values,
are held on average twice a year. The prizes paid at each drawing are based on a prospectus
established each year by Lottery management and approved by the Commission. The prospectus
shows the number of possible prizes and the value of each prize. The prospectus, among other
things, allows the Lottery to estimate the maximum prize pay-out percentage in relation to
accrued revenues, based on 100% ticket sales. This helps the agency to project its net profit
margin.
The Lottery prints 34,000 tickets for sale, via dealers, to the public for regular drawings
and 40,000 tickets for extra-ordinary drawings. After the tickets are printed they are verified by
the Tickets and Balls Division of the Lottery before distribution to the Lottery Sales offices on
St. Thomas, St. John, and St. Croix (Sunny Isle and Frederiksted) for sale. The Sales Offices are
the official locations for the purchase of tickets by dealers. The Sales Offices are required to
confirm to the Tickets and Balls Division that they have received their allotted number of tickets.
Each Lottery Sales Office is required to assume responsibility for the proper and accurate
accounting of all tickets received and sold, along with preparing Ticket Sales Daily Cash Reports
and making daily bank deposits.
The day following a drawing, cash advances are given to the Sales Offices to pay out
prizes. In Fiscal Years 2004 through mid-2009 cash advances ranged from $3,000 to $190,000.
During that period, balances remaining from the cash advances were required to be re-deposited
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into Lottery bank accounts. Beginning in the middle of Fiscal Year 2009, management adjusted
the policy by not requiring that remaining cash balances be re-deposited.
Lottery policy required that cashiers reimburse the agency for cash shortages resulting
from overpayment of prizes within 24 hours of notification by management. Although not
enforced during the audit scope period, this policy has been enforced since Fiscal Year 2010.
Title 32, Section 253 prohibits anyone other than a licensed lottery sales agent from
selling lottery tickets. In accordance with the agreement between the Lottery and prospective
dealers, licenses to sell tickets are good for one year after which they are required to renew their
license in order to continue to serve as dealers.
Lottery Ticket Inventory
The Lottery did not properly account for tickets which were distributed to the Sales
Offices. We found that 14,251 tickets valued at $330,734 which had been distributed during
Fiscal Years 2008 and 2009 were unaccounted for. The unaccounted for tickets represent the
difference between the total tickets distributed and the total tickets verified as sold and unsold.
Based on provided documents, the 14,251 unaccounted for tickets were part of a total of
1,656,000 tickets distributed to the Sales Offices in Fiscal Years 2008 and 2009. Of the 48
drawings held over the two fiscal years, the number of tickets missing per drawing ranged from 7
to 1,240. The schedule below provides a breakdown of the unaccounted for tickets by fiscal year.
Schedule 1
Missing Lottery Tickets by Location
Fiscal Year
2008
2009
Grand Total

St. Thomas

St. John

1,989
11,846
13,835

8
363
371

St. Croix
2
43
45

Totals
1,999
12,252
14,251

Retail Value
$ 48,042
282,692
$330,734

As shown, most of the occurrences of missing tickets were tied to the St. Thomas Sales
Office, which had 33 times more missing tickets than St. Croix and St. John Sales Offices
combined (St. Thomas: 13,835 / St. Croix & St. John: 416). Our audit disclosed that the St.
Thomas Sales Office inadequately accounted for distributed tickets in that it did not keep track of
inventory balances needed for independent verification and reconciliation. Unlike the other
Lottery Sales Offices, the St. Thomas Sales Office did not consistently provide confirmation of
the number of tickets it had received as required. In addition, it did not complete the Inventory
and Accountability Form which is designed to keep track of ticket inventory balances and sales.
This form was used only by the St. Croix Sales Offices. Although the St. John office did not use
the prescribed form, it utilized a system to account for its ticket inventory balances and sales.
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St. Thomas Sales Office supervisory personnel said that they were not aware of the
missing tickets until management notified them in early Fiscal Year 2010, in response to the
external auditor’s findings. Supervisory personnel additionally stated that after notification they
started keeping track of ticket inventory for every drawing held in Fiscal Year 2009.
Current Lottery officials, once informed by us of the significant number of missing
tickets, took immediate steps to control the inventory of lottery tickets, and by the third quarter
of Fiscal Year 2010 significant improvements were made in this regard. By the end of the fourth
quarter of Fiscal Year 2010, ticket shortages were reported as below 10 tickets per drawing.
Internal Control Over Tickets
The limited oversight provided by management negatively impacted the agency’s ability
to adequately safeguard and account for tickets. Management failed to ensure the independent
reconciliation of tickets distributed to the Sales Offices and to provide adequate supervision over
the ticket cancellation process, to include securing unsold tickets. Failure in these areas exposed
the Lottery to fraud because it did not protect unsold tickets and sales records from being cashed
and manipulated to carry out the scheme to take Lottery funds. The unsold tickets and records
were not adequately controlled to protect against redemption by unauthorized persons. Also,
independent information was not used to account for tickets to reduce the high risk that existed
as a result of the Lottery’s weak internal controls.
Reconciliations. For Fiscal Years 2008 and 2009, management did not ensure that independent
verifications were done regarding ticket sales and the disposition of unsold tickets. The Sales
Offices provided ticket sales and unsold ticket inventory information to the Accounting Division;
however, no reconciliations were performed in order to account for all tickets distributed to the
Sales Offices for each drawing. Implementing such a procedure would have allowed
management to account for tickets based on the agency’s reporting of sold and unsold tickets.
Our audit disclosed that prior to Fiscal Year 2007 the Lottery was accounting for tickets
through the Deputy Executive Director. The Deputy Executive Director prepared a report which
accounted for sold and unsold tickets. The report allowed the Deputy Executive Director to
detect any shortages between total tickets distributed and total tickets verified as sold and unsold.
We found that after the Deputy Executive Director resigned in Fiscal Year 2007, management
discontinued preparing the report and did not require the Accounting Division to perform
reconciliations, thereby eliminating vital tools in accounting for tickets.
Safeguarding Unsold Tickets. Results from our observation of a Fiscal Year 2010 drawing
revealed control weaknesses in the safeguarding of unsold tickets. Unsold tickets were
vulnerable to fraudulent use due to the manner in which they were accounted for and stored.
The Drawing Board, which is assigned to count and verify unsold tickets submitted by
the Sales Office, essentially is tasked with determining if the reported number of unsold tickets
was correct, but not whether the number reconciled with other independent sources. For instance,
the Sales Offices are responsible for certifying to the Board the number of unsold tickets in their
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possession. The certification process includes preparing a report which lists, by number, all the
unsold tickets on hand. This report is presented to the Board to reconcile the listed ticket
numbers to the corresponding tickets to confirm them as unsold. In essence, the verification
procedure performed by the Board does not consider the universe of unsold tickets because the
verification is based on information solely generated by the Sales Offices. No other type of
reconciliation is performed by the Lottery.
In addition, the Lottery failed to ensure that unsold tickets were adequately secured
during the drawing. After the Drawing Board performs their verification process the unsold
tickets are stored in locked containers to be transported to the Lottery’s Main Office before the
drawing begins. Our observation revealed that the containers used to store the tickets were not
always secured by locks. We found that the Lottery did not have sufficient locks for all of the
containers in which the unsold tickets were stored. This was evident in both the St. Thomas and
St. Croix Sales Offices. Additionally, the St. Thomas Lottery staff indicated that the containers
are not always transported to the Main Office before the drawing. These actions left the tickets
vulnerable for theft.
After the drawing, the process of identifying and cancelling prize winning unsold tickets
was not properly supervised. We were informed that Lottery employees were allowed to perform
this process at their individual workstations. During this process the employees identified prize
winning unsold tickets and cancelled them by marking through them with a marker in a manner
similar to what was done by the Sales Offices when cancelling prize winning tickets cashed in by
winners. Performing this activity unsupervised gave the opportunity for fraud in that a prize
winning unsold ticket, before it was cancelled, could be removed and processed as a sold ticket.
After our observation of the drawing, we informed the Lottery of our concerns with this process.
They have since changed this procedure so that all employees involved in the cancellation
process assemble together in one area to cancel the unsold tickets.
Susceptibility to Fraud
The Lottery’s weak controls over its Traditional Lottery ticket operations exposed the
agency to the potential loss of income through the fraudulent use of tickets. We found that: (1)
$9,460 in prizes, from a drawing we analyzed, was paid on tickets for which there was no
evidence to show that they were sold; and, (2) unsold major prize tickets with winnings totaling
as much as $430,000 could not be accounted for. In addition, we found a correlation between the
Lottery’s high prize pay-out ratio (prize payments to revenues) and the potential for fraud.
Unaccounted for Redeemed Tickets. Our audit of Lottery’s records for a Fiscal Year 2009
drawing revealed that 128 prize winning tickets with a pay-out value of $9,460 may have been
fraudulently redeemed. These tickets were redeemed for cash prizes although there was no
evidence showing that they had been sold through the Sales Offices. As of the issuance of this
report, we were in the process of analyzing other drawings for which we had found similar
patterns of potential fraudulent activities related to the redemption of prize tickets. We referred
these findings to our Investigative staff for further review.
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Missing Unsold Major Prize Tickets. The agency’s vulnerability to fraudulent redemption of
tickets was also evident in that eight (8) unsold lottery tickets that had won major prizes valued
at $430,000 were missing from its files. Unsold tickets which have won major prizes are
permanently placed in a lockable file cabinet in the Lottery’s Administrative Office after the
cancellation process. Our audit to determine whether the missing unsold tickets were cashed in
was inconclusive because the tickets could not be found, nor was there any evidence to show that
they were redeemed. The missing unsold winning tickets are listed in the following schedule.
Schedule 2
Missing Unsold Major Prize Tickets
Drawing #
EX-57
718
708
696
664
655
615
611
Total

Fiscal
Year
2009
2009
2009
2008
2007
2006
2005
2004

Drawing
Date
6/18/09
4/16/09
10/30/08
4/17/08
11/2/06
6/29/06
11/4/04
8/12/04

Prize Won
rd

3
2nd
3rd
5th
1st
3rd
2nd
4th

Winning Ticket
Number
11949
8619
13869
28566
33516
32253
9269
21914

Ticket Value
$ 70,000
65,000
40,000
10,000
175,000
20,000
40,000
10,000
$430,000

Prize Payout Percentages. The Traditional Lottery’s prize payments, in relation to revenues,
were unusually high for Fiscal Years 2008 and 2009. No one offered an explanation why it got
so high. This contributed to the loss in net revenues and reduction in funds available for the
mandated programs. Based on management’s projections for those years, if the agency’s entire
inventory of tickets was sold for every drawing its annual prize payout percentages would have
been 79% and 90% of revenues, respectively. We, however, found that the agency’s payout
percentage for the two year period averaged 95% although it sold, on average, only 40% of its
inventory of tickets. The following schedule shows the agency’s payout ratios (prize payments to
revenues) for Fiscal Years 2005 through 2009. Key information is given regarding the actual
payout percentage, along with the maximum percentage projected for each Fiscal Year.
Schedule 3
Payout Ratio
Fiscal Year
2005
2006
2007
2008
2009

Annual
Ticket Sales
$8,565,197
$8,643,561
$8,579,743
$8,337,859
$8,548,131

Annual Prize
Payouts
$6,751,454
$6,501,450
$6,677,079
$8,137,548
$7,990,499

Actual Prize
Payout
Percentage
79%
75%
78%
98%
93%
9

Maximum
Prize Payout
Percentage
73%
78%
78%
79%
90%

Payout
Percentage
Change
6%
-3%
0%
19%
3%

We also saw a significant increase in the number of times the Grand Prize was paid over
Fiscal Years 2008 and 2009. For instance, the Grand Prize was paid in 59% and 64% of the
drawings held in Fiscal Years 2008 and 2009, respectively. In contrast, for Fiscal Years 2006
and 2007, it was paid in 38% and 46% of the drawings.
The potential for fraudulent activities is high considering the agency’s weak controls over
its ticket inventory, the substantial number of unaccounted for tickets, the high prize payouts and
the increased frequency of Grand Prize payments. As noted, 14,251 tickets value at $330,734
were unaccounted for and 8 unsold major prize tickets with a prize value of $430,000 were
missing from the agency’s file. In addition, 128 of the unaccounted for tickets may have been
fraudulently redeemed, in that no evidence existed documenting their sale.
Cash Advances for Prize Payments
The Lottery did not properly safeguard and account for cash advanced to the Sales
Offices to pay prize winners. We found instances where cash advances controlled by Sales
Office supervisors were not secured in safes but were kept in their desk drawers. For example,
during our surprise cash counts at the St. Thomas and Sunny Isle, St. Croix Sales Offices, we
found cash totaling $5,300 and $21,480, respectively, in supervisors’ desk drawers. The
supervisors informed us that the cash was routinely stored in their lockable desk drawers
overnight until depletion or the end of the drawing period. Supervisors also indicated that they
did not store the cash in the Sales Offices’ safes because they were primarily used to store lottery
tickets. In contrast, the St. John office was the only office that stored cash advances in a safe.
Of the $24,126,266 in cash advances audited during the audit period, $192,263 was
unaccounted for and not re-deposited in the Lottery’s checking accounts after lottery drawings
had concluded, as required.
The Accounting Division was not reconciling the cash advances made to the Sales
Offices. The division relied on cash balance reports generated by the Sales Offices without
verifying that financial information in the reports was accurate and complete. Our analysis of the
$24 million in cash advances revealed that the reports submitted by the Sales Offices did not
necessarily reflect the true dollar amounts which were on hand at the Sales Offices after prize
payouts.
Our audit of cash balance reports, covering Fiscal Years 2005 through 2009, revealed that
the Accounting Division did not detect that the Sales offices had failed to report $279,637 in
cash advances in their possession. For example, for one drawing, the St. Thomas Sales Office
failed to report $26,834 in cash in its possession after the drawing. We also found that the
Accounting Division did not detect that the Sales Offices had deposited $87,374 more than it
should have had on hand. The $192,263 represents the net of the $279,637 unreported amount
and the $87,374 excess deposited amount. From our audit we saw no evidence that $192,263 in
cash advanced to the Sales Offices was ever re-deposited. In addition, management provided no
supporting documentation or explanations accounting for the use and disposition of the
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$192,263. The following schedule shows, by Sales Offices, the undeposited cash advances for
Fiscal Years 2005 through 2009.
Schedule 4
Undeposited Cash Advances
Sales Office
St. Thomas
St. Croix-Sunny Isle
St. Croix-Frederiksted
St. John
Total

2005

2006

2007

2008

2009

Total

$78,017
673
2
615
$79,307

$13,683
626
(2)
2,475
$16,782

$2,940
679
0
(28)
$3,591

$55,029
6,016
0
237
$61,282

$23,271
8,000
0
30
$31,301

$172,940
15,994
0
3,329
$192,263

As seen from the schedule, the St. Thomas Sales Office was the most problematic in that
undeposited and unaccounted for funds totaled $172,940 as compared with $15,994 and $3,329
for Sunny Isle in St. Croix and St. John, respectively. As it pertains to the schedule, we provided
no data analysis for Fiscal Year 2004 because Lottery officials could not provide supporting
documentation for that fiscal year.
Cashiers Shortages and Overages
The Lottery did not hold cashiers accountable for discrepancies that resulted in $14,520
in overages and $11,168 in shortages that accumulated from Fiscal Years 2004 through 2009.
We found that although Lottery officials were notified by the Audit Section of the discrepancies,
no action was taken to notify the cashiers.
Shortages occurred when prize winners were overpaid and overages occurred when
cashiers underpaid prize winners. We noted that the Lottery’s manual specifically addresses
shortages by requiring repayment by cashiers within 24 hours of notification. However, the
manual does not address the handling of overages.
According to Lottery officials, they did not notify the cashiers because the union contract
required that the cashiers be notified about their shortages within 48 hours of the transaction. The
officials further indicated that the Sales Offices consistently sent cash reports to the Lottery’s
Accounting Department up to a week late; as a result, discrepancies were discovered after the 48
hour period had already expired.
Based on our review of the union contract, we saw no evidence requiring the Lottery to
notify cashiers within a specified period. Regardless of whether such a contract existed, the
Lottery has a responsibility to notify cashiers of the discrepancies in an attempt to correct the
problem. As noted, the Lottery manual stipulates that cashiers reimburse the agency for cash
shortages resulting from overpayment of prizes within 24 hours of notification.
In Fiscal Year 2009, the Lottery’s Chief Financial Officer implemented a policy that
required Sales Offices to send cash reconciliation reports to the Accounting Department daily via
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fax in order to perform a timely review. However, cashiers were not made responsible for
repaying their shortages until Fiscal Year 2010.
The Lottery’s manual does not address cashiers’ overages. Lottery employees indicated
that many overages were the result of erroneous applications of prize payment. For example, if a
specific number won a prize and also ended with the same last number as the grand prize
(terminal), sometimes the cashier would only pay the prize amount and not include the terminal
amount.
Although it would appear on the surface that these underpaid prizes resulted in excess
cash for the Lottery, no comprehensive reconciliation was performed to ensure that those excess
funds were actually deposited into the Lottery’s bank account. Reconciliations should be
performed to ensure that the overages are deposited. In addition, steps should be taken to
determine and correct the cause of the overages.
The schedule below details cashiers’ overages and shortages based on the Lottery’s daily
prize payment cash for Fiscal Year 2005 through Fiscal Year 2009.
Schedule 5
Cashiers’ Overages and Shortages
FY
2005
2006
2007
2008
2009
Total

Overages

Shortages

$2,931
4,427
3,062
3,159
941
$14,520

$2,184
1,752
2,628
2,691
1,913
$11,168

Dealers
The Lottery failed to monitor dealers for compliance with license renewal and ticket
quota requirements. In addition, the Lottery failed to collect on $11,967 in bounced checks
written by dealers.
Dealers Licenses Renewal. Our audit disclosed that the Lottery did not have a system to ensure
that dealers’ licenses were current. Dealers were allowed to purchase and sell tickets with
expired licenses. Many dealers were delinquent in renewing their licenses from 4 months to over
4 years. This practice resulted in Lottery losing at least $6,100 in revenue from the noncollection of dealer license renewal fees during Fiscal Years 2008 and 2009.
Lottery records showed that there were 306 active dealers on St. Thomas, St. Croix and
St. John. For Fiscal Year 2008, only 95 or 31% of the dealers were current; while, 189 or 62%
of the dealers were allowed to buy and sell tickets with expired licenses. We could not locate
files for 22 dealers to determine their status. For Fiscal Year 2009, only 115 or 38% of the
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dealers were current; while, 181 or 59% of the dealers bought and sold tickets with expired
licenses. No files were found for 10 dealers. We noted that there was no mechanism in place for
Sales Office personnel to recognize that a particular dealer’s license was delinquent. The
following schedule details our findings by islands.
Schedule 6
2008 Status of Dealers License Renewals
FY 2008
Expired
license (more
than one year)
Expired
license (less
than one year)
Licensed
No Data

St. Thomas

St. Croix

St. John

Total

Percentage

66

56

2

124

41%

46

18

1

65

21%

33
10
155

58
11
143

4
1
8

95
22
306

31%
7%
100%

Schedule 7
2009 Status of Dealers License Renewals
FY 2009
Expired
license (more
than one year)
Expired
license (less
than one year)
Licensed
No Data

St. Thomas

St. Croix

St. John Total

Percentage

86

33

2

121

39%

23

36

1

60

20%

39
9
157

71
1
141

5
0
8

115
10
306

38%
3%
100%

Recognizing that dealers renewed their license at various times throughout the year, the
Lottery, in January 2010, established a policy requiring all dealers to renew their license by
January of each year. A March 1, 2010 deadline was given for dealers to renew their license for
2010.
Dealers Ticket Quota. The Lottery did not follow its policy in imposing restrictions on dealers
who had not met the minimum ticket purchasing requirement. The agreement between the
Lottery and dealers stipulates that dealers are required to purchase a minimum of 35 sheets of
tickets per drawing in order to be in good standing. If the quota requirement is not met for 2
consecutive drawings, the Executive Director, at his/her discretion may reduce the dealer’s
quota, or suspend or revoke the dealer’s license. Of the 306 registered dealers, 186 and 167 had
not met the minimum quota for all 24 drawings held in each of Fiscal Years 2008 and 2009,
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respectively. For each year, 121 failed to meet the minimum quota for eleven (11) to twenty-four
(24) consecutive drawings, and another 65 in Fiscal Year 2008 and 46 in Fiscal Year 2009 failed
to meet the minimum quota for two (2) to ten (10) consecutive drawings. We saw no evidence
that the Lottery had reduced the dealer’s quota or taken further action in addressing the
noncompliance. The schedule below indicates, by Fiscal Year and island districts, the number of
dealers who failed to meet the minimum ticket purchase quota for two or more consecutive
drawings.
Schedule 8
Dealers Not Meeting Quota
Fiscal Year
2008
St. Thomas
St. Croix
St. John
2009
St. Thomas
St. Croix
St. John

Total
Dealers

Quota
Not Met

Percentage

155
143
8

90
89
7

58%
62%
88%

157
141
8

76
86
5

48%
61%
62%

The Lottery’s failure to reduce the quotas of noncompliant dealers placed limitations on
Traditional Lottery operations because special numbers and tickets assigned in the dealers’
quotas were not made available for sale to other dealers.
Dealers Accounts Receivable. The Lottery failed to collect on dealers’ bounced checks, and
allowed some dealers to write additional checks before collections were made on the initial
bounced checks. This was attributed to the agency’s failure to implement proper collection
procedures. We found that once the agency had notified dealers about their returned checks it did
not aggressively pursue collection of the debt. As a result, as of Fiscal Year 2009, dealers’
outstanding bad checks totaled at least $11,967. The Lottery’s policy stipulates that if dealers fail
to pay outstanding balances on bounced checks within 10 days after notification is given, their
checks will no longer be accepted and their licenses would be suspended until payment is made
in full.
Our audit found that as of December 2010, amounts owed on bad checks were
outstanding from one to six years with one check dating as far back as March 3, 2004. This was
partly due to unaggressive collection efforts and the lack of coordination and communication
between key divisions responsible for collecting and accounting for the outstanding debt. The
Administrative Division, which is primarily responsible for collecting the outstanding debts, did
not always follow up on collections after the initial notification had been sent to the dealers. For
instance, the Division made a decision, without the approval of management, to no longer collect
on a delinquent account of a dealer who had a medical condition. Division personnel said that the
decision to not pursue collection on the account was based on their assumption that the account
had been written off. The account, however, had remained open in the agency’s accounting
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system. In another instance the Lottery had set up a payment plan with a dealer to make periodic
payments of $100 until the balance of $299 was paid in full. However, the dealer never made any
payments and we found that the Division had ceased pursuing collection with the assumption
that this account also had been written off.
The Division did not always notify the Sales Offices of dealers who had written bad
checks, which would have allowed the Sales Offices to identify offending dealers and prevent
the acceptance of additional checks until outstanding amounts were paid. For instance, we found
that a dealer had written seven returned checks totaling $6,866 between October 2008 and May
2009 without paying the outstanding balances on most of these returned checks. Based on
provided documents, the agency assessed fees of $300 on the returned checks, which resulted in
a total outstanding amount of $7,166. As of December 2010, the dealer’s outstanding balance
totaled $3,911.50. The schedule below details the returned check transactions for this dealer
(Dealer C) and those for two other repeat offenders with outstanding balances.
Schedule 9
Bounce Check Repeat Offenders

Dealer
Name

Check
Date

Amount

Fees

Amount
Owed

Letter
Requesting
Payment
Date

Payment
Received

Balance

Date Paid

3/28/2007

$230.00

$50.00

$280.00

Not Available

$0.00

$280.00

12/18/2007

520.00

50.00

570.00

Not Available

120.00

450.00

6/19/2008

960.00

50.00

1010.00

Not Available

0.00

1,010.00

$1,710.00

$150.00

$1,860.00

10/1/2008

$460.00

$50.00

$510.00

10/21/2008

$510.00

$0.00

12/17/2008

2/6/2009

300.00

50.00

350.00

2/17/2009

350.00

0.00

2/18/2009

7/22/2009

460.00

50.00

510.00

8/5/2009

0.00

510.00

$1,220.00

$150.00

$1,370.00

10/21/2008

$983.00

$0.00

$983.00

10/29/2008

$376.00

$607.00

10/29/2008

606.00

50.00

656.00

11/10/2008

50.00

606.00

11/13/2008

610.50

50.00

660.50

12/2/2008

300.00

360.50

12/22/2008

597.50

50.00

647.50

1/8/2009

647.50

0.00

3/5/2009

918.00

50.00

968.00

3/16/2009

968.00

0.00

4/16/2009

1,587.00

50.00

1,637.00

4/28/2009

913.00

724.00

5/14/2009

1,564.00

50.00

1,614.00

6/1/2009

0.00

1,614.00

$6,866.00 $300.00
Total outstanding from repeat offenders

$7,166.00

A

B

C

$120.00

$1,740.00

$860.00

$3,254.50
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Total
Outstanding

$510.00

2/3/2009

$3,911.50
$6,161.50

Recommendations
We recommend that the Commission:
1. Ensure that ticket inventories and cash advances are routinely and independently
reconciled and properly safeguarded by management.
2. Ensure that the Accounting Division performs a cash reconciliation of the funds on hand
before replenishments are made.
3. Ensure that management holds cashiers and other bonded employees accountable for any
discrepancies (shortages or overages) in cash in their custody.
4. Require management to monitor dealers to ensure that they comply with license renewal
and ticket quota requirements.
5. Require management to collect on all outstanding dealers’ bounced checks.
Virgin Islands Lottery Commission’s Response
The Chairman of the Virgin Islands Lottery Commission (Lottery Commission)
submitted an August 10, 2011 consolidated response to the audit recommendations made in the
report. Under each Finding Section, the Lottery Commission issued responses of concurrence or
non-concurrence to the recommendations as a group, rather than individually. It was noted in the
response that the audit scope period covered Fiscal Years 2004 through 2009, and that the
current Executive Director of the Virgin Islands Lottery took office in May 2009. Upon being
briefed on the lack of ticket controls, the Director requested that a surprise audit procedure be
performed by the Inspector General Audit team on the December 2010 Extra Ordinary Drawing,
which resulted in the agency implementing procedures to improve security in this area.
Moreover, the Commission stated that the Lottery management will be implementing an
automated system on October 1, 2011 that will afford the Lottery significant cost savings from
handling and accounting for unsold tickets and ensure the integrity of each drawing.
For Finding 1, the Lottery Commission indicated general agreement with all of the
recommendations. The Lottery Commission indicated that the Lottery will adhere to processes
that were put in place as a result of the audit and implement a proposed new point of sale system
for the management of its ticket inventory and cash advances.
The Lottery Commission stated that the Lottery management has addressed the problem
by implementing new controls over cash advances by establishing a standing order to advance an
amount ranging from $5,000 - $10,000 daily and redeposit all cash on a daily basis, allowing a
specified amount to remain on hand in the respective offices as start up cash.
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The Lottery Commission noted that the Lottery has established policies which require
cashiers with discrepancies in cash shortages to settle these shortages within 48 hours or risk
having the Lottery garnish their pay. The Lottery will hold supervisors responsible for the
verification of cash from ticket sales and prize payments. The Lottery Commission will ensure
the effective management of staff through the proposed new point of sale system.
The Lottery Commission indicated that, currently, all dealers on St. Croix and 80% of
dealers on St. Thomas are licensed. Only 70% of dealers currently comply with the quota
requirement. The implementation of the new point of sale system will prohibit ticket sales to
dealers who are not licensed and controls will be implemented to suspend non-compliant dealers
from ticket purchases if their licenses are not renewed by the end of the year.
The Lottery Commission stated that the Lottery will program the new point of sales
system to reject the sale of tickets to dealers unless all outstanding obligations have been
honored.
V. I. Inspector General’s Comments
Regarding the comment that the Executive Director requested a surprise audit procedure
be performed by the V.I. Inspector General audit team on the December 2010 Extra Ordinary
Drawing, we must point out that this procedure was initiated by the V.I. Inspector General with
the solicited cooperation of the Executive Director and was held on the December 2009 Extra
Ordinary Drawing.
Although the Lottery Commission concurred with recommendations one through five, we
consider these recommendations unresolved. We note that the processes the Commission said
have been implemented to address the recommendations do not include the role of the
Accounting Division in providing independent verification of cash deposits. The Lottery
Commission did not address procedures that will be implemented to ensure that dealers meet
their ticket quota. The Lottery Commission relies heavily on the role of the proposed new point
of sale system to ensure the effective management of Lottery processes. It is imperative that the
Commission provide us with information on the internal controls that have been integrated into
the system to ensure that the recommendations are addressed. We need to obtain details on
policies and procedures established for the new system and how the system relates to the current
layout of Lottery processes.
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FINDING 2: PROCUREMENT PRACTICES
The Lottery engaged vendors for services without following procurement laws. We found
that the Lottery (i) incurred $2,013,218 in costs not supported by contracts; (ii) paid $374,679 for
contract work that was not satisfactorily completed; and, (iii) paid cost overruns for two projects
totaling $336,635. These conditions were attributable to management’s failure to follow
procurement laws and the Commission’s inability to effectively supervise management. As a
result, the interest of the Government in general and the Lottery in particular was not protected.
Background
Title 32, Section 247 of the Code requires that the Lottery follow the procurement laws of
the Government. Title 31, Sections 236(a) of the Code states that, “All purchases of, and
contracts for, supplies, materials, equipment, and contractual services, and all sales of personal
property which has become obsolete and unusable, shall be based on competitive bids, except as
provided in section 239. If the amount of the expenditure is estimated to exceed $5,000 or the
amount of the sale is estimated to exceed $5,000 the contract shall be in writing.” Title 32,
Section 247 of the Code stipulates that the Executive Director is required to obtain the approval
of the Commission to engage vendors for services and to enter into contractual agreements.
Vendor Services Without Contracts
The Lottery did not follow proper procurement procedures in obtaining goods and
services from vendors. It engaged vendors for goods and services exceeding $5,000 without
adhering to procurement laws requiring competitive bidding and ratification of a contract. We
selected a judgmental sample of 46 vendors who were each paid more than $5,000 for individual
services provided to the Lottery during Fiscal Years 2004 through 2009. Of the 46 vendors who
were paid an estimated $3.7 million, 18 were paid $2,013,218 (54%) without a written contract
in place. One of these vendors was paid as much as $676,530 (See Vendor 1 in the schedule
below). Another vendor (Vendor 18) was allowed to provide security services over several years
without a proper contract. This vendor was paid $304,683 for services rendered between Fiscal
Years 2004 and 2009. In response to our request for contractual support, the Lottery supplied us
with copies of an agreement document which originated from the vendor. However, the
document which had been drafted on the vendor’s letterhead was signed only by the vendor,
although provision was made for the signature of the Lottery’s representative. The Lottery has
maintained a business relationship with the vendor based on this document.
Communication Between the Commission and Management
We found that communication between the Commission and management regarding the
approval and procurement of vendor services was limited and in some instances non-existent. In
addition, where communication was evident, management did not always adhere to the directives
of the Commission. In April 2005, the Lottery hired a vendor (Vendor 14) to provide accounting
services. The Commission approved the services of the vendor directing management not to
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allow vendor’s services to exceed a cost of $25,000. However, management allowed the
vendor’s costs to reach $261,956, which was $236,956 in excess of the amount stipulated by the
Commission. We believe the problems encountered between the Commission and management
was attributable in part to the inability of the Commission to properly supervise management.
This matter is discussed in more detail under “Finding 4: Commission Oversight” of this report.
The following schedule provides a list of the 18 vendors who were paid in excess of
$5,000 per engagement without a written contract.
Schedule 10
Services without Contracts
Purpose
Equipment/Supplies

Payee
Vendor 1
Vendor 2
Vendor 3
Vendor 4
Vendor 5
Vendor 6
Vendor 7
Vendor 8
Vendor 9
Vendor 10

Description
Ticket Printing
Gaming Supplies
Ticket Paper
Gaming Equipment
Computer Equipment
Computer Equipment
Computer Equipment
Computer Equipment
Computer Equipment
Security System

Fiscal Years
2009
2009
2004 – 2008
2005 – 2007
2009
2009
2005 – 2007
2007
2006
2007

Professional Services

Vendor 11
Vendor 12
Vendor 13
Vendor 14
Vendor 15

Assessment/Training
Shredding
Stage Building
Accounting Services
Accounting Services

2008
2008 – 2009
2009
2005
2007

$

Lease

Vendor 16
Vendor 17

Office space
Storage space

2004 – 2009
2004 – 2008

$

Security Service

Vendor 18

Security Service

2004 – 2009

$ 304,683

Totals

Amount
$ 676,530
189,894
76,111
46,823
45,809
52,742
39,450
8,421
9,794
10,096
$1,155,670
19,630
87,320
18,502
261,956
29,460
$ 416,868
62,300
73,697
$ 135,997

$2,013,218

Incomplete Vendor/Contract Services
The Lottery did not ensure that a vendor hired to develop software for its Traditional
Lottery operations had satisfactorily completed the work. The overall purpose of the project was
to automate and integrate key operating components of the Traditional Lottery System (System),
to include tickets sales, prize payment, and drawing verifications. The Lottery allowed the
vendor to work on the project for 11 months, starting in April 2005, before initiating a contract
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which was finalized on March 2, 2006. According to the initial proposal, the estimated
completion time for the project was between 5 to 6 months. In addition, the agreed upon contract
price was not to exceed $275,000. The final payment price was $374,679.
We found that, although paid in full, the work done by the vendor was incomplete
because the installed System was not functional. The vendor acknowledged that the work was
incomplete but said that Lottery officials obstructed efforts to complete the project. The vendor
added that the Lottery’s Information Technology (IT) representative interfered with the
activation of the System by restricting the vendor’s access to the Lottery’s computerized
network. However, the IT Director informed us that the live activation of the System had failed
and the vendor was unsuccessful in completing the project. Regardless of the reasons given for
the project’s incompletion, the Executive Director was responsible for ensuring that the vendor
performed the work in accordance with the terms of the contract. In essence, the Lottery paid
$374,679 for work that was never completed.
Overruns
As previously stated, this same vendor was hired to perform accounting services for the
Lottery. The Commission stipulated to the Executive Director that the contract price should not
exceed $25,000. The vendor, however, was paid a total of $261,956, which exceeded the
stipulated amount by $236,956. In addition, the same vendor was overpaid, $99,679, ($374,679 $275,000) for the Traditional Lottery System discussed in the previous section of this report.
These two instances resulted in a total overpayment of $336,635 to this vendor.
Recommendations
We recommend that the Commission:
1. Ensure that management complies with the procurement laws and practices of the
Government related to competitive bidding and written contracts.
2. Ensure that management obtains approval from the Commission before engaging
vendors to provide services for the Lottery.
3. Ensure that management monitors the performance of contractors to ensure that the
Lottery satisfactorily receives the full services contracted for.
4. Ensure that management obtains approval from the Commission for any anticipated cost
overruns.
Virgin Islands Lottery Commission’s Response
The Lottery Commission concurred with our recommendations in this finding. The
Lottery Commission maintained that it ensures that the Lottery management complies with
procurement laws and regulations as mandated. Additionally, the Lottery Commission made
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reference to its implementation of a new Financial Management System that will include a
procurement application process which will give Lottery management more effective control
over the contract process. They further indicated that the procurement process will be returned to
the Accounting Department from the Administrative Section. To address the recommendations,
the Commission stated that they will: (i) require that contracts in excess of $50,000 be approved
by them; (ii) implement a new Financial Management System that will give Lottery management
more effective control over it contractors; and, (iii) require that all change orders over $25,000
be approved by the Lottery Commission.
V. I. Inspector General’s Comments
In addressing the Lottery Commission’s response, we are pleased that the Lottery will be
implementing a Financial Management System that will address the procurement process.
However, we would like to obtain details on this system and how the procurement and contract
monitoring processes will be implemented and integrated into the system. The Lottery
Commission needs to provide information on the timeframe in which the procurement aspect of
the financial management system will be completed.
The Commission must ensure that it complies with Title 32, Chapter 13 of the Code
which requires that it approves “ALL” contractual agreements entered into by the Executive
Director.
In the response regarding recommendation four, the corrective action for change orders
approval is too general. The Lottery Commission needs to establish specific requirements and
stipulations for the proper management of cost overruns. If this is not done the Lottery runs the
risk of incurring excessive contract costs.
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FINDING 3: ADVERTISING, PROMOTIONS AND DONATIONS
Lottery management acted outside the scope of its authority by exceeding their annual
approved budget amounts for advertising and promotion and failing to get Commission approval
for promotional contracts. Some expenditures were more in the nature of donations, a practice
whose legal authority is questionable. In addition, the Lottery did not establish any criteria to
determine how soliciting organizations were to account for funds received. Specifically, it failed
to (i) establish criteria for determining eligibility, amount limits, and the conditions under which
donations and sponsorships could be given; (ii) have a formal application and review process;
and, (iii) require that recipients submit expenditure reports accounting for the use of funds
received from the Lottery.
We attributed these conditions to the Lottery’s failure to adhere to the provisions of the
Code relating to the use of Lottery funds. As a result: (i) the profitability of the Lottery was
negatively affected by management’s excess spending habits; and, (ii) the Lottery’s management
used public monies to fund organizations and causes which were questionable.
Background
A mission of the Lottery is to generate revenues to support a variety of mandated
programs of the Government. Title 32, Section 246(11) of the Code stipulates that all revenues
accruing to Lottery are to be apportioned in various percentage amounts to fund the Department
of Education (including the Education Initiative Fund), the Office of Veterans Affairs, the
Disabled Persons Special Fund, the Small Business Development and Loan Fund, the Textbook
Reimbursement Revolving Fund, summer employment of youth program, the Pharmaceutical
Assistance to the Aged Program and a minimum of $2,270,000 annually to the Government
Employees’ Retirement System for the purpose of funding annuitants’ annual cost of living
bonuses. In addition, revenues were to be used to pay “costs incurred in the operation and
administration of the Lottery…and payment of prizes to holders of winning tickets or shares.”
The Code also stipulated that all proceeds remaining after compliance with the mandatory
funding requirements were to be transferred to the General Fund, with the exception of an
annually approved reserve fund amount.
Title 32 Section 247(j) of the Code requires that the Executive Director submit to the
Commission an annual plan of operations and statement of projected revenues and expenses.
Section 246(h) further requires the Commission to review and make recommendations to the
Governor on the annual plan and statement.
In addition Title 32 Section 247(h) of the Code authorizes the Executive Director to enter
into contracts for the promotion of the Lottery, provided that the procurement laws are followed
and the Commission approves the promotional contracts.
Finally, there are no provisions in the Code authorizing the Lottery to make donations.
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Questionable Authority
Lottery management acted outside the scope of its authority by exceeding their annual
approved budget amounts for advertising and promotion and failing to get Commission approval
for promotional contracts. In addition, some expenditures were more in the nature of donations,
a practice whose legal authority is questionable.
Management justified the use of Lottery funds for donations and sponsorships as a
promotional strategy for the agency. In Fiscal Years 2004 through 2007, the Lottery did not
establish separate advertising, promotion and donation budget categories, although funds were
disbursed for each. Separate budgets, however, were established in Fiscal Years 2008 and 2009.
Due to the difficulty in differentiating between advertising, promotional activities and donations,
we grouped all classes of activities under one category in our analysis.
We found that in five of the six fiscal years, the amount expended for advertising,
promotions and donations exceeded the budgeted ceiling. The following table shows the
combined budget and actual amounts expended for each year, 2004 through 2009.
Schedule 11
Budgeted and Actual Expenditures for Advertising, Promotion and Donations
Fiscal Year
2004
2005
2006
2007
2008
2009
Total

Budget
$242,280
90,000
100,000
126,391
325,000
459,542

Actual
Amount
$ 147,866
125,521
133,499
192,096
627,042
1,135,312
$2,361,336

Difference
Over/Under
$ 94,414
(35,521)
(33,499)
(65,705)
(302,042)
(675,770)
$(1,018,123)

Based on our review of provided documents, there was no evidence of Commission
approval before funds were awarded to the various soliciting organizations. As a result, the
advertising, promotion and donation initiatives undertaken by the Lottery negatively impacted
the profitability of the agency and, as will be discussed later in this Finding, resulted in the use of
Government monetary resources for questionable purposes.
Profitability of Agency. Of the $1,018,123 in excess advertising, promotions and donations
made during the audit scope period, $977,812, or 96% was related to Fiscal Years 2008 and
2009, $302,042 and $675,770, respectively. The excess made over that period contributed to
declining profits and a $2,495,374 net loss the agency suffered in Fiscal Year 2009. For Fiscal
Years 2004 through 2009, advertising, promotions and donations increased from $147,866 to
$1,135,312. Between 2007 and 2009, there was a sharp increase of 591% in advertising,
promotions and donations (from $192,096 to $1,135,312).
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The schedule below summarizes the Lottery’s net profits/losses for Fiscal Year 2004
through 2009. It comprises information obtained from the agency’s audited financial statements.
Schedule 12
Summary of Lottery Financial Statement
2004

2005

2006

2007

2008

2009

Ticket Sales
Compensation from Contractors
Other Revenue
Total Revenue

$ 7,093,794
2,237,436
8,120
$9,339,350

$ 8,565,197
6,562,647
10,139
$15,137,983

$ 8,643,561
9,140,783
15,953
$17,800,297

$ 8,579,743
10,560,868
12,818
$19,153,429

$ 8,337,859
11,044,997
13,399
$19,396,255

$ 8,770,269
10,875,794
16,987
$19,663,050

Prize Payments & Retailer Bonuses
Other Operating Expense
Total Operating Expense

$7,440,118
4,222,446
$11,662,564

$6,795,729
3,444,640
$10,240,369

$6,520,050
4,177,403
$10,697,453

$6,691,529
4,927,236
$11,618,765

$8,165,248
5,750,601
$13,915,849

$8,108,051
7,602,733
$15,710,784

Operating Income (Loss)
Non-operating Revenue
Mandatory Fund Transfer

$(2,323,214)
51,602
(894,974)

$4,897,614
15,151
(3,078,131)

$7,102,844
42,366
(4,354,092)

$7,534,664
428,459
(4,972,102)

$ 5,480,406
267,808
(4,684,052)

$3,952,266
172,677
(6,620,317)

$(3,166,586)

$ 1,834,634

$ 2,791,118

$ 2,991,021

$ 1,064,162

($2,495,374)

Net Profit (Loss)

In Fiscal Year 2009, the Legislature required the Lottery to contribute a minimum of
$2,270,000 to the Government Employees Retirement System for annuity cost of living bonuses.
This requirement has significantly eroded the net profits of the Lottery, requiring the liquidation
of assets to cover the cost. Without this contribution, the Lottery’s net loss in Fiscal Year 2009
would have been ($225,374). In addition, if the Lottery had not overspent their budget for
advertising, promotions and donations by $675,770, Fiscal Year 2009 would have ended with a
profit of $450,396.
This additional mandatory obligation to the Lottery cannot be sustained at the Lottery’s
current level of operations. We were informed that assets of the Lottery were again liquidated in
Fiscal Year 2010 to meet the required payment. Although not a part of our audit, we feel that it is
imperative that we mention this situation in order to bring to the attention of elected officials this
critical depletion of Lottery resources and recommend that steps be taken to mitigate the
potential harm that this provision of the Code will have on the future operations of the Lottery.
Questionable Promotions and Donations. The Lottery sponsored and made donations to
certain organizations and causes that were questionable. Funded activities included pageants,
carnival troupes, radio programs, sports and political events. Although the Code does provide
for the Lottery to engage in promotional contracts, there are no provisions in the Code
authorizing the Lottery to make donations to organizations or individuals.
Donations are funds provided to organizations or individuals for which the Lottery
receives no advertising or tangible benefit in return. Promotions are instances where the Lottery
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provides funds for an event or activity and in return, the Lottery is recognized as a sponsor for
the event. For example banners are placed at the event recognizing the Lottery as a sponsor or
the Lottery is recognized in a publication for the event. The Code does require, however, that the
Government’s procurement laws be followed and approval be obtained from the Commission for
promotional contracts.
There were several instances over the period covered by our audit where funds were
given to organizations for events and activities where the promotional benefit could be
questioned. For instance, in response to a request from the Office of the Governor, the Lottery
donated $15,000 to help cover costs associated with hosting a Democratic Governors
Association meeting in St. Thomas in November 2008. In 2009, the Lottery donated $12,500 to
a private association for field preparation and maintenance purposes associated with the hosting
of a major sport event in St. Thomas. While we do not question the community value of these
events, we do question the Lottery’s authority to use funds for these purposes. There was no
evidence to show the benefit derived by the Lottery for providing the funding, nor were we
provided with any evidence to show that these disbursements were approved by the Commission.
The Lottery sponsored and dedicated funding over an extended period to certain
organizations and causes as though they were mandated programs. For instance, from 2007 to
2009, it paid at least $69,000 to sponsor airtime for a radio program, of which the arrangement
was based on simple letters of agreement requiring the Lottery to receive promotional benefits
from the sponsorship. The agreement, which was prepared by the programs’ Executive Producer,
contained only general information regarding the promotional benefits to the Lottery. Property
and Procurement was bypassed in consummating the arrangement. Also, in accounting for costs
linked to this sponsorship, Lottery classified the expenditures under both “promotions and
advertising” and “donations” expenses. Again no Commission approval was provided.
In another example, the Lottery committed several months of funding to a not-for-profit
community organization to promote a children’s health program scheduled to begin in early
2009. In the solicitation letter dated February 2, 2009, a program organizer requested a monetary
donation of $10,000 a month for 14 months to help reach program goals. The decision was made
to donate to the program, but after the issuances of two $10,000 checks in March and April of
2009, the newly appointed Lottery Executive Director decided to suspend monthly payments to
the community organization to review the donation arrangement. The Executive Director
resumed the arrangement in early 2010 under a new installment payment plan. A December 1,
2009 “thank you” letter from the community organization and payment documents showed that
the Lottery had made a commitment to make eight monthly payments of $12,500 each for a total
of $100,000, in addition to the two earlier payments totaling $20,000. Although the objectives of
the program appeared to be worthwhile, no Commission authorization was provided for this
program.
There were also numerous instances where Lottery funds were given to churches, and
community organizations, for which no identifiable tangible benefits were received by the
Lottery. For example, over the six-year period of our audit, more than $270,000 was awarded to
various public and private schools for items such as travel expenses, parent-teacher associations,
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and schools pageants. Additionally, over $770,000 in funds were provided to community groups,
non-profit organizations and churches, for items like carnival participation, beauty pageants,
youth activities and sporting events. Although many of the events may have been worthwhile
causes, the Lottery does not have the authority to: (i) award funds without receiving some
promotional benefit; (ii) exceed budget limits; and, (iii) enter into promotional agreements
without Commission approval.
Lottery Promotional Practices
The Lottery did not follow sound business practices in providing funds to soliciting
organizations. It had not even established internal criteria to ensure that the selection process was
fair; funds were awarded based on acceptable government policy; and recipients accounted for
the use of funds received. We found that funds were awarded to soliciting organizations without
the implementation of a formal application and review process.
In an October 18, 2006 Commission meeting, Commission members expressed concern
over how the then Executive Director was handling requests for donations. First, concern was
raised that the Executive Director was not notifying the Commission about donation requests and
not involving it in the review and approval process. And second, concern was raised that
donations were not being made based on a budget or guidelines addressing how and to whom
donations should be given. In response, the Executive Director indicated that donations were
classified under promotion and advertising in the budget. The Commission disagreed with this
form of classification and recommended that contributions (the actual term used) be classified as
such in the budget. The Commission also recommended that the Executive Director determine
the financial condition of the agency before budgeting for donations. As we indicated at the
beginning of this Finding, we were not able to differentiate between, advertising, promotions and
donations, since there were no established policies and procedures to differentiate between each.
Our audit found that the Lottery did not implement measures for recipient organizations
to give an accounting for the funds they had received. As a result, the Lottery had no way of
knowing if funds were used in accordance with the purposes stated in the solicitation requests.
Agency officials provided us with a document entitled, “Donation Policy and Request
Procedures,” which was established in Fiscal Year 2010. However, we found that the policy
document mainly provided application instructions to soliciting organizations, but it did not
establish overall policies and regulations for the awarding of funds.
Recommendations
We recommend that the Commission:
1.

Ensure that the Executive Director adheres to the Code by limiting advertising and
promotional expenses to the approved budget amounts.
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2.

Ensure that the Executive Director obtains Commission approval before entering into
promotional agreements.

3.

Establish policies and procedures in selecting, awarding, managing, and accounting for
funds used for promotional activities.

Virgin Islands Lottery Commission’s Response
The Lottery Commission concurred with all the recommendations in this finding. The
Commission stated that they will approve a specific budget for donations annually and will
ensure that Lottery management obtains the Commission’s approval before exceeding the
budget. The Lottery Commission also stated that the budget cost overruns occurring under the
previous Commission apparently were not met with objection by that Commission. The Lottery
Commission stated that any request for sponsorships and/or donations in excess of $25,000 must
be approved by the Commission.
The Lottery Commission stated that the VI Lottery will implement a “Grant Agreement
that will establish a framework for governing the respective relationships, responsibilities, and
activities between the VI Lottery and the (requesting entity).” This is intended to increase
efficiency and accountability in the giving of sponsorships and donations. The Commission also
stated that the proposed new Financial Management System will ensure effective management of
the Lottery’s Advertising, Promotion and Donation processes.
V. I. Inspector General’s Comments
We consider all the recommendations in this section unresolved. As much as it is the
authority of the Lottery Commission to approve budget cost overruns, we must point out that, as
noted in the report, the profitability and sustainability of the agency’s operations were negatively
impacted by cost overruns. The agency must endeavor to remain within set boundaries of its
donation budgets to encourage fiscal responsibility and to accomplish the agency’s mandated
missions.
The Lottery Commission’s statement that the previous Commission apparently did not
object to budget cost overruns is not an accurate depiction of the recurring concerns and actions
of those Commissions. Commission meeting minutes document the difficulties previous
Commissions had with agency Executive Directors concerning the lack of financial information
forthcoming and concerns that the Executive Director was issuing donations without an approved
budget. The Commission articulated that this practice affected its ability to provide competent
guidance to the Lottery management. It should be noted that a cursory review of Fiscal Year
2010 donation and promotional expenses, under the current Commission, reveals excess
expenditure that are significantly beyond the budgetary limits.
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In reference to recommendation two, the Commission must ensure that it complies with
Title 32, Chapter 13 of the Code in requiring the Commission’s approval for “ALL” promotional
contractual agreements entered into by the Executive Director. Limiting approval to agreements
over $25,000 contradicts the Code. It is noted that the Grant Agreement that will be implemented
in part with the Grant/Sponsorship/Donation Application Form does stipulate a clause in which
recipients will promote the Lottery. Thus, such an agreement becomes promotional in nature. We
advise the Commission to explore the definition and related differences between
grants/donations and sponsorships in order to make the Lottery’s application process as effective
as possible. Again we would like to obtain details on the Financial Management System and how
the advertising, promotion and donations processes will be integrated into the system.
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FINDING 4: COMMISSION OVERSIGHT
The Commission’s oversight over the Lottery’s operations was deficient. We found that
there was a breakdown in the supervisory relationship between the Commission and
management. This condition was due to the Commission’s lack of authority in the hiring of the
Executive Director and the ineffective monitoring and supervision of management. As a result,
the Lottery could not effectively accomplish its mission and goals and monetary resources of the
Lottery were exposed to abuse and mismanagement. All of the weaknesses discussed in the
previous findings in this report can be attributed to the failure in the Commission’s ability to
properly supervise the operation of the Lottery.
Background
Title 32, Section 243 of the Code, places the management of the Lottery under direction
of the Executive Director, subject to the supervision of the Commission. However, under Title
32 Section 245 of the Code, the hiring responsibility of the Executive Director rests with the
Governor of the Virgin Islands. It further states that the Executive Director serves at the pleasure
of the Governor. The Commission is left with the responsibility, under Title 32 Section 246 to
among other things; promulgate rules and regulations governing the establishment and operation
of the Lottery, and to advise and make recommendations to the Executive Director regarding the
operation and administration of the Lottery.
From Fiscal Years 2004 through 2009, three individuals served as Executive Directors.
The first of these Executive Directors served from Fiscal Years 2003 through 2008; the second,
who functioned only in an acting capacity, served in Fiscal Years 2008 and 2009; and the third
has served from mid-Fiscal Year 2009 to present.
Relationship Between Commission and Management
We found that over the course of the audit scope period, particularly from Fiscal Years
2004 through 2008, there was a breakdown in the supervisory relationship between the
Commission and the Executive Director. The relationship challenges proved costly for the
agency and resulted in occasional impasses in accomplishing agency goals and initiatives.
We found instances where the Commission provided recommendations and advice to the
Executive Director for the proper administration of the Lottery. Although these
recommendations were not formally adopted as set standards for the Lottery’s operations they
were documented in Commission meeting minutes. The recommendations were not always
followed by the Executive Director. On several occasions, the Executive Director failed to
comply with requests made by the Commission, and decisions that should have been authorized
by the Commission were circumvented by the Executive Director.
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For example, on numerous occasions the Commission requested that the Executive
Director provide financial reports. Often the Executive Director failed to provide the financial
reports as requested. When reports were provided they were inaccurate and could not be relied
upon. For almost two years the Commission was provided inaccurate reports on the Lottery’s
financial condition. As per Commission meeting minutes, the Executive Director indicated that
the Lottery was having problems with their accounting system so the financial reports were not
reliable.
During this time the Commission and Lottery’s upper level management could not
confirm the Lottery’s financial position. As a result, the Commission was limited in its ability to
make comprehensive financial decisions for the overall functioning of the Lottery.
In addition, the Lottery management’s practice of spending funds for advertising,
promotions and donations in excess of the budgeted amount, without the approval of the
Commission and without regard to the effect on the final profit or loss of the Lottery, as
discussed in Finding 3 on Advertising, Promotions and Donations of this report, further
exemplifies the lack of Commission oversight of the operation of the Lottery.
Procurement Practices. In 2004, the Executive Director entered into several contractual
agreements without the approval of the Commission. One such contract was for an accounting
system. The Executive Director hired a consultant to install an accounting system for the Lottery
in August 2004. The Commission did not learn about this arrangement until February 2005, six
months later. Then, in May 2005, the Commission agreed to have the consultant hire staff to
enter accounting data into the newly installed system at a cost not to exceed $25,000. However,
the consultant’s cost incurred totalled $261,956. The Executive Director did not inform the
Commission of the cost overrun. Finding 2 on Procurement Practices further discusses the failure
of the Lottery to follow the Code as it relates to the procurement of services.
Employment. Title 32 Section 247 of the Code, requires the Executive Director to seek the
approval of the Commission when hiring employees. In early 2005, the Commission gave a
directive to the Executive Director to put the hiring of some employees on hold until the
Commission could review their resumes and make a decision concerning hiring them. In April
2005, the Executive Director informed the Commission that the Notice of Personnel Actions
(NOPAs) had already been submitted to Personnel and signed by the Governor. Our audit noted
that those NOPAs were not signed by the Governor until February 2006, even though the
Executive Director had informed the Commission, 10 months earlier, that the NOPAs were
already signed. The Executive Director’s actions caused friction that resulted in the Commission
chairperson expressing thoughts of resigning from the position. The Commission discussed the
possibility of imposing sanctions against the Executive Director due to this insubordination.
Payments to Lottery Employees. In December 2006, the Executive Director approved the
payment of Christmas Bonuses for Lottery employees. We found no evidence that a request for
bonuses was ever brought to the Commission. The requisitions were prepared and approved on
December 15, 2006, the day following the December Commission meeting. The statement on the
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requisitions sited that the bonuses were “recommended by the Executive Director and approved
by the VI Lottery Commission.”
In addition, in August 2007 the Executive Director approved retroactive compensation to
an employee for acting in a supervisory capacity. The retroactive compensation totalled $10,039.
Our audit found that there was no authorization from the Commission or the Governor approving
a promotion or salary change.
Recommendation for Executive Director’s Termination. In an October 2007 letter addressed
to the Governor of the Virgin Islands, the chairperson of the Commission recommended the
termination of the Executive Director for alleged improprieties and mismanagement related to
the administration of the Lottery.
The Chairperson alleged that the Executive Director violated procurement and other laws
and bypassed the authority of the Commission by not following directives and by making
unilateral decisions. The Executive Director resigned shortly after the issuance of the
Chairperson’s letter.
Several Commission members indicated to us that although the Executive Director was
under the supervision of the Commission, the individual is hired by the Governor and served at
the pleasure of the Governor. The members further indicated that the Commission can only
provide advice and make recommendations. Therefore, ultimately the Executive Director was
answerable to the Governor.
Like all of the other autonomous and semi-autonomous agencies who function under a
Board or Commission, the Executive Director is hired by and is answerable to the supervising
body. The Executive Director of the Lottery should also fall under this system.
Recommendations
We recommend that the Commission:
1. Request that the Virgin Islands Legislature revise the Code giving the Commission the
responsibility of hiring the Executive Director and placing the Lottery under the direct
supervision and control of the Commission.
2. Ensure that the Executive Director complies with established rules and regulations for the
operations of the Lottery.
Virgin Islands Lottery Commission’s Response
The Lottery Commission did not concur with this finding. The Lottery Commission
stated that Title 32, Section 243 of the Code already provides that the Executive Director is
subject to the supervision of the Lottery Commission; and that they are committed to ensuring
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compliance with the rules and regulations. They also stated that the Lottery Commission is in
compliance with the existing structure governing its functionality, which can be changed only by
the Legislature. The Lottery Commission indicated that they have a cooperative and responsive
relationship with the current Executive Director and the Lottery management.
V.I. Inspector General’s Comments
We agree that the authority lies with the Legislature to change the function of the Lottery
Commission. Therefore, we have revised the recommendation that the Lottery Commission
make a request to the Legislature to revise the Code, to delegate the responsibility of hiring the
Executive Director to the Lottery Commission and to provide the Commission with more
leverage or control over the Executive Director. As stated in our report, the Executive Director of
other autonomous and semi-autonomous agencies that function under a Board or Commission is
hired by and answerable to the supervising body. The same should apply to the Lottery
Executive Director.
We are pleased that the Lottery Commission enjoys a cooperative relationship with the
current Executive Director; however, this does not affirm that future relationships will also be
amicable.
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Inspector General’s Note: 11 Exhibits attached with the response are not included with the report.
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Appendix II

ADDITIONAL INFORMATION NEEDED
TO CLOSE RECOMMENATIONS
Recommendation
Number and Status

Additional Information Needed

Finding 1:
To the Lottery Commission:
1-1 Unresolved

Review of relevant documents and
procedures must show evidence of cash
deposits being independently verified by the
Accounting Office. Provide documentation
showing details on policies and procedures
established for the new point of sale system
and how the system relates to the current
layout of Lottery processes.

1-2 Unresolved

Same as Recommendation 1-1 above.

1-3 Unresolved

Provide documentation showing details on
policies and procedures established for the
new point of sale system and how the
system relates to the current layout of
Lottery processes.

1-4 Unresolved

Review of relevant documents and
procedures must show evidence that dealers
are being properly monitored to ensure they
meet
their
ticket
quota.
Provide
documentation showing details on policies
and procedures established for the new point
of sale system and how the system will
ensure the effective management of Lottery
dealers.

1-5 Unresolved

Provide documentation showing details on
policies and procedures established for the
new point of sale system and how the
system
will
ensure
the
effective
management of Lottery dealers.
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ADDITIONAL INFORMATION NEEDED
TO CLOSE RECOMMENATIONS
Recommendation
Number and Status

Additional Information Needed

Finding 2:
To the Lottery Commission:
2-1 Resolved

No further action needed.

2-2 Unresolved

Review of relevant documents and
procedures must show evidence of the
Commission’s approval of all contracts
entered into by the Executive Director.

2-3 Resolved

No further action needed

2-4 Unresolved

Review of relevant documents must show
that the Lottery Commission has established
policies and procedures for the proper
management of cost overruns.

Finding 3:
To the Lottery Commission:
3-1 Unresolved

Review of relevant documents and
procedures must show evidence of the
Executive Director limiting advertising and
promotional expenses to approved budget.

3-2 Unresolved

Review of relevant documents and
procedures must show evidence of the
Commission’s approval of all promotional
contractual agreements.

3-3 Unresolved

Provide documentation showing details on
the Financial Management System and how
the advertising, promotion and donations
processes will be integrated into the system.
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ADDITIONAL INFORMATION NEEDED
TO CLOSE RECOMMENATIONS
Recommendation
Number and Status

Additional Information Needed

Finding 4:
To the Lottery Commission:
4-1 Unresolved

Provide documentation of the Lottery
Commission’s request to the Legislature that
the Code be revised to delegate the
responsibility of hiring the Executive
Director to the Commission, giving the
Commission more leverage or control over
the Executive Director.

4-2 Resolved

No further action needed.
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