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EXECUTIVE SUMMARY

The following summarizes the major findings from fhedit of SpecificAdministrative
Functions of the Virgin IslandBoard of Education (BoardAR-01-33-20).

Finding 1: Employee Retirement Mattef@ages’ to 16)

The Board made $141,853 in unauthorized payments to an employee for a personal retirement

account outside of GERS.

The Virgin IslandGover nment 6s Division of Personnel fai
norm in the processing of an employeeds appoin

The Department of Finance failed to questiagirpents to an employee from funds specifically
intended for the Governmentds retirement contr
The Board violated the Code regamglitne employment of a retired employee, resulting in the

retiree working more than the 6@@ur annual limitand earning more than the $55,000 salary

limit.

< < < <

Finding 2: Financial Controls (pagesl7 to 31)

TheBoard

V  Exercised poor financial controls avtipends, travel and checking account expenditures.

V Did not clearly define the official duties for Board members to receive stipends.

V Paid stipends in excess of the amount required by the Code.

V Paid stipends to Board members who were already beinggraidgular working hours at their
Government jobs.

V Lacked effective controls over stipend payments.

V Paidahi gher travel per diem than what is all owed

V Did not properly account for travel advances.

V Established two ch&mng accounts without the knowledge or authorization of the Department of

Finance.

Finding 3: Contracts(pages33 to 37)

The Board
V Enteredinto contractual agreements and disbursed over $569,558 without the approval and legal
sufficiency of the Depaments of Property and Procurement and Justice.
Neglected its management responsibilities over contract monitoring.
Paid $588,164 to an unlicensed contractor.
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March 2 2020

Honorable Albert Bryan, Jr.

Governor of the Virgin Islands
Government House

5047 Q1-22) Kongens Gade

Charlotte Amalie, Virgin Islands 00802

Honorable Novell€. Francis, Jr.
SenatePresident

339 Legislature

Capital Building

Charlotte Amalie, Virgin Islands 00802

DearGovernor Bryan and Senator Francis

This report contains the results ofr@udit of specific administrative functions of the
Virgin Islands Board of Education (Boardhe auditobjectivewas to determine wheth#dre
Board carried ouselectechdministrative functionselated to retirement matters, financial
controls, and conaict administrationin accordance with established laws, policies and
procedures, and rules and regulations. Our objective did not include the examination or review of
the Boardodés administrative functi ontsficatoaegar di n
programs.

Our audit found that the Board was not in compliance with various statutes\tfdghre
IslandsCode(Code)and Executive Orders, in regards to retirement matters, financial controls,
and contract administration. Specifically, theaBd: (i) made unauthorized payments to an
employee for a personal retirement account outsidlieeoGovernmenEmployeesRetirement
System GERS; (ii) violatedthe Coderegarding the employment of a retired employé@g did
not clearly define thefficial duties for Boardnembers to receive stipends;)(paid stipends in
excess of the amount required by the Codepéid Board members stipends while they were
already being paid for regular working hours at their Government (absdacked effetive
controls over stipend paymentsiijudid not maintain sufficient meeting transcripts and
committee reports; (i) pai d a higher travel per diem than
Travel Regulations(ix) did not properly account for travel ¢eadvances)x) established two
checking accounts without the knowledge and authorizatiémeoDepartment dfinance
(Finance) (xi) did not use one of the two checking accounts in accordance with its intended
purpose (xii) entered into contractual agments without the approval and legal sufficiency of
the Department dProperty and ProcuremefRroperty and Procuremérandthe Department of
Justice(Justice) and, kiii) did not effectively monitor its contracts.



We attributedhese conditionstdi)t h e B o a r dfollew theadCode relatee ttheo

employe® sequiredmembershipin GERS;i i ) t he Di vision of Personi
guestion the deviation from the norm in the p
documents;(if Fi nanceds failure to question payment

intended for the Government(@s trled i Becaredhds cfoaitl
properly monitor employment contracts with a contracted retfi@e¢he Boardnhot considering
stipendpoliciesto be a priority (vi) the Board allocating a $75 stipend instead of the $5Qatno
stipulated by the Code; (Yithe Board neglecting to monitor stipend paymefvig ) the Board

not implementing adequate policies amdgedures regarding stipends;)(ike Board failing to

implement adequate policies and procedures regarding its meetingifyggnand committee

reports; (3 the Boardallocating$125 instead of the $75 travel per diem rate required by the
Go v e r n Tiraval Reégglations; (Xi t he Board not foll owing the
Regulations;Xii) the Board not complying with Finance Memorandum No.-BQY0 regarding
Government ent i ti/(eig ihe Bodreenotkollowigg peaurerentmatvsof the
Code;and,(ivx) the Board neglecting its management responsibilities over contract monitoring.

As a result, the Board: (@xpended a total of $14186ver a teryear period to an
employee fol personal retirement account; (ii) allowed a contractéceeeto work more than
the 606hour limit, andto receivemore than the $55,000 salary limit mandated by the Q@ge;
gave Board members free reign to claim stipends for various activities that couldvedifiee
as official duties; (iy overpaidstipends by as much as $9,925 in Fiscal Year 2@).iaid an
extra $2,700 in stipends to Board members who were already being paid by their Government
jobs (vi) overpaid travel per diems by at least $34,800) ¢iid not ensure the repayment of a
$1,92 cash advance payment to one of its membeis), ¢xpended over $2 million dollars
from the checking accounts outside the purview of Finance in violation of Finance Memorandum
No. 0272010, thus placing these funds at rigk) disbursed over $569,5%8 contracts without
theinvolvementof Property and Procurement; and, jfgjd $588,164 to a nditensed
contractor.

We made several recommendations to address the conditions and causes cited in the
report. Our recommendations addressed the followaregs: (i) retirement issug$) financial
controls; and, (iii) contract administration.

A response to the recommendatiatatedDecember 16, 201%vas submitted and is
included as Appendix | beginning on pa&feof this report.

If you require addibnal information, please call me at 73388.

Sincerely,

/ )
s en. rOONM éﬁx u’)l}u«%

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

BACKGROUND

The Virgin Islands Board of Education (Board) was established by Executive Order No. 1
(January 10, 1955) and Executive Order No. 9 (July 21, 1955), to replace that@enon
Education of the Virgin Islands, and the School Boards of St. Thomas and St. Croix. Both
Executive Orders were subsequently replaced with statutes as set forth under Title 17 of the
Virgin Islands Code (Code).

Title 17, Section 21 of the Codestablishedhe Board with the authority tamong
other responsibilitiegecommend the establishment of public schools; prescribe general
regulations and orders; adopt curricula and courses of study; recommend laws and amendment
recommend appropriatns required for the operation of the public schools and the Department
of Education (Education); and in general to do anything necessary for the proper establishment,
maintenance, management, and operation of the public schools of the Virgin Islands.

The Board was established as an independent agency of the Executive Branch. However,
in accordance witlsection 11 of the Revised Organic Act of 1954, @wxernor hageneral
supervision and control of all the departments, bureaus, agencies, and otherantitities of
the Executive Branch of the Government of the Virgin Islg@®s/ernment)They are
independenas to their mandate and dutibewever the Board must comply with Virgin Islands
law, rules and regulations, and Executive Orders issuetidavgeration and control of
Executive Branch agencies.

The Board consists of nine elected members. Four members are elected by the qualified
votersof the district of St. Croix. Four members are elected by the qualified voters of the district
of St. Thomas/St. John. One member is elected aslarge member by the qualified voters of
the Virgin Islands, provided that the member is a bona fide resident of St. John. The term of
office for each membas fouryears. Members must reside in thstdct where they were
elected Beginning withthe 2012 general election, the two highest \g##ers from eactistrict
servea term of six years for that election period only, and the remaining eleeteders serva
term of four years. In all subsequeslections, only those positions scheduled to expieeopen
for election toa fouryear term.

The dayto-day operations of the Board aremanaged by an Executive Director on St.
Thomas and an Associate Executive Director on St. Croix, with the ererabthe Board
having oversight over the operations.

For Fiscal Years2013 through 2016, the Board received a total of $7,88¥r489the
General Endof the GovernmentThis amount does not include funding for scholarstips.
Fiscal Years 2013 thragh 2016, total expenditures and encumbrances amounted to $7,638,377
with a net unspent budget of $243,1TRe following schedule summarizes the annual
appropriations and expenditures as reported in the Government Enterprise RekouTng
(ERP) System




V.l. Board of Education
Financial Activity

FY 2013 through FY 2016
Expenditures

and Unspent
Budget Encumbrances Budget
$2,149,233 $2,021,004 $128,229
1,899,394 1,890,248 9,146
2,056,261 1,960,038 96,23
1,776,601 1,767,087 9,514
$7.881,489 $7.638,377 $243,112

OBJECTIVE, SCOPE AND METHODOLOGY

The audit was initiated based on a request fronthtieChairperson of the Board. Our
audit objectivewvas to determine wheth#dre Boardcarried outselectecadministrative functions
related to retirement matters, financial controls, and contract administiatesgordance with
established laws, policies and procedures, and rules and regulations. Our objective did not

include the examinai on or review of the Boardds admiinlli s

scholarship, and teacher certification programs.

The scope of the audit was from Fiscal Years 2013 through 2016. However, in the
conduct of our audit workhere were instancegherewe deemed it necessary to include an
expanded audit scope range from Fiscal Years 2007 through 2017.

To accomplish our audit objective, we examined and evaluated expenditure and other
financial transaction documents, personnel recd@dard corrgpondence, budgets, reports,
Board meeting transcripgad committee reportand other relative documents. We conducted
interviews with Board memberstaff,andofficials of other departments and agencies.

Using judgmental sampling, we reviewed Boaxgenditures related to employment,
stipends, travel, checking account transactions, and procurement practices. Specifically, we
reviewed all transactions for stipends andisiiind travel for Fiscal Year 2016.

We also selected a judgmental sample dfteagntracts of the Board, of which the
amount of each contract equaled or exceeded $20,000, to determine whether the Board had
processed these contracts per procurement laws under Title 31 of the Code.

We conducted this performance audit in accordancet h t he A Gover nment /
issued by the Comptroller General of the United States. Those standards require that we plan a
perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our,
findings and concisions based on our audit objective. Accordingly, we performed such tests of
available records and performed other auditing procedures that were considered necessary und
the circumstances. We believe that the evidence obtained provides a reasomaide tas

findings and conclusions based on our audit objective

2




As part of our audit, we evaluated
administrative functions to the extent necessary to accomplish the audit objective.

PRIOR AUDIT COVERAGE

Wewereunaware of any audit reports i
practices and procedures over the past five years.

t he

ssued
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RESULTS

CONCLUSIONS

Our audit found that the Board was not in compliance with various statutes of the Code
and Executive Orders, in regards to retirement matters, financial controls, and contract
administrationSpecifically, the Board{i) madeunauthorized payments to an employee for a
personal retirement account outsidelef GovernmenEmployee8Retirement SystenGERYS;

(ii) violatedthe Codeegarding the employment of a retired emplgy@g did not clearly define
the official dutes for Boardnembers to receive stipends;)(paid stipends in excess of the
amount required by the Code) paid Board members stipends while they were already being
paid for regular working hours at their Government jdig lacked effective controlsver

stipend payments; iy did not maintain sufficient meeting transcripts and committee reports;
(vii) paid a higher travel per diem than what
Regulations{ix) did not properly account for travel cash advancesegtablished two checking
accounts without the knowledge and authorizatiothefDepartment dfinance(Finance) (xi)

did not use one of the two checking accounts in accordance with its intended p(xipose
entered into contractual agreements withtbe approval and legal sufficiencytbie Department
of Property and ProcuremefRRroperty and Procurem@rindthe Department afustice

(Justice) and, iii) did not effectively monitor its contracts.

We attributedhese conditions tdi) t h e B taidure tbfollow the Code relative tthe
employe® sequiredmembershipin GERS;i i ) t he Division of Pers
guestion the deviation from the norm in the
document s; ( lure tb queskoin pagnmentetdtee emm@olyee from funds specifically

intended for the Government(d)s trred i Becamwredhds cfdmi

properly monitor employment contracts with a contracted retfri@¢he Board notonsidering
stipendpoliciesto be a priority (vi) the Board allocating a $75 stipend instead of the $5Qatmo
stipulated by the Code; (Yithe Board neglecting to monitor stipend paymgefvis ) the Board

not implementing adequate policies amdgedures regandg stipends; (ixthe Board failing to
implement adequate policies and procedures regarding its meetingifpenand committee
reports; (3 the Boardallocating$125 instead of the $75 travel per diem rate required by the
Go v er n Mravel Regglatios; (xi) t he Board not foll owing t
Regulations;Xii) the Board not complying with Finance Memorandum No.-P@Y0 regarding
Government ent it i(eig the BodrcenotKollowigg peairernentmatvsof the
Code;and,(ivx) the Board neglecting its management responsibilities over contract monitoring.

As a result, the Board: (@xpended a total of $1418b6ver a teryear period to an
employee foa personal retirement account; (ii) allowed a contracted retiree to wank timan
the 60Ghour limit, andto receivemore than the $55,000 salary limit mandated by the Q@ge;
gave Board members free reign to claim stipends for various activities that couldveaifibee
as official duties; (iy overpaid stipends by asuth as $9,925 in Fiscal Year 2018} paid an
extra $2,700 in stipends to Board members who were already being paid by their Government
jobs (vi) overpaid travel per diems by at least $34,800) ¢lid not ensure the repayment of a
$1,992 cash advancayment to one of its members;i{yiexpended over $2 million dollars




from the checking accounts outside the purview of Finance in violation of Finance Memorandum
No. 0272010, thus placing these funds at rigk) disbursed over $569,558 in contractshwiit

theinvolvementof Property and Procurement; and, p&id $588,164 to a nditensed
contractor.

We made several recommendations to address the conditions and causes cited in the
report. Our recommendations addressed the following areas: @ment issuegji) financial
controls; and, (iii) contract administration.




FINDING 1: EMPLOYEE RETIREMENT MATTERS

We found that the Board: (i) made unauthorized payments to an employee for a personal
retirement accouroutside of GERS; and, (ii) violateéde Codeaegarding the employment of a
retired employee.

We attributed these conditions{gt h e B o ar dfollew theCode relatiwe ttheo
employe® sequiredmembershipin GERS; i i ) P e r s doquestibnithe ddviationl u r e
from the norm in the processing of the empl
failure to question payments to the employee from funds specifically intended for the
Government 6s retirement)coherBbatdoesfadol GE
monitor employment contracts with a contracted retiree.

As a result, the Boardi) expended a total of $141,868er a teryear period to an
employee for personal retirement account; and, (ii) allowed for a contraetede to work
more than the 668our limit and expended more than the $55,000 salary limit mandated by the
Code.

Background

Title 3, Chapter 27 of the Code addresses the retirement system for Government
personnel. Acording to Title 3, Section 703 tfe Code, membership GERS includes(a) any
persorwho is a Governmenemployeeandin serviceon SeptembeB0, 1959,0r (b) anyperson
who becomes Governmenemployeeon or afterthedateof G E R Sedtablishmenprovided
thatthe personis underthe ageof 55 on the dateof appointmentRetirementontributionsby the
persorbeginimmediatelyatemployment

Prior to August 38, 2019,Section 706(c) of the Code statedArfy membermeceivinga
serviceretirementannuitywho re-enterghe serviceof the governmentmaycontinueto receive
his annuitywhile in receiptof a salaryfrom the Governmenteitherby appointmenbr ona
contractuabasis for a periodof time notto exceedatotal of 600 hoursin anyoneyearperiod
notto exceedwo years.At theendof suchperiod,the serviceretirementannuityshallbe
cancelledandthe membershallthereuporagainbecomea contributortothes y st e m. o

Il n addition, Section 706a of the Code st
Government othe United States Virgin Islands, or of the private sector shall be employed by the
Government of the Virgin Islands on a contractual basis the compensation of which exceeds the
highest rate of salary received by that employee before retirement andaasanyuch rate of
compensation shall not exceed $55, 000 per y

Title 3, Section 713(b)f the Code state&: Any member who has r ec
be considered a new member upon subsequent reemployment if such person qualifies for
membershipurelr t he provisions hereof. 0

Regarding retired employees returning to Government service, Executive Order No. 477
2016requiresthe hiring agencyo notify GERS.Section 1(2)(e) of the Executive Ordestates,

7




in part: fAThe DepartmentGERSewecy hshalclopyr @V i
Notice of Personnel Action (NOPA) and contr

Personal Retirement Account

We found that the Board made payments of at least $13lig&h employee for what the
employee referred to asfpersonal 401(k) accountThese paymestwere made outside of
GERSfor a period oten yearsThis was done althoughe employee was mandated by law to
be a membeof GERS, by virtue of the employ&eingundertheage 55 and &ull-time
employeeat the time of employment. In addition, the payments were made from the
Government 6s account specifically designat e
contributions to GERS.

Thelnternal Revenue ServidiRS) defines a@1(k) planasiia qualified plan that
includes a feature allowing an employee to elect to have the employer contribute a portion of the
empl oyeebs wages to an individual account

Generally, a 401(k) plan is a qualified retirement plan wherebyrgutoger establishes
an investment account with a financial institution to deposit funds on behalf of its participating
employeesThe purposef the investment account is to provitieemployees with an
opportunity to invest a portion of their saés tovards their retirement.

The Codéhasno statutes authorizing 401(k) arrangements and payments for Government
employees. In addition, there is no statute in the Godleorizing adepartment, agency, board,
commission, or serrautonomous instrumentality tie Governmenio implementandmanage a
401(k) retirement plan separate and apart from GHR&.only exception is the University of
the Virgin Islands (UVI). Title 17, Section 457(b) allows UVI to offer an alternative retirement
program to qualified emgpyees.

A review of the former employeeds empl oy
employed this individual, the person was previously an employee of the Governmeent. Th
individual was employed with the Government as atfalle employee for wer twenty (20)
years. When thadividual resigned from the Government, the individual requested, and GERS
issueda refund of the accumulated contributions paid into the System. G&iRi&ls informed
us that theemployee was not a current member of, nat theindividual received any retirement
benefits from the GERS. GERfHficials furtherstated thathey had no knowledge that the
employee had been receiving payments from the Board for a personal 401(k) retirement accoun

When requestedhe Board cou not provideanyevidence that it established a 401(k) for
the employeas required by IRS regulatiamsccordingly, Boardofficials actedinappropriately
by: (i) not ensuring that themployee became a bona fide member of GERS; and, (ii) disbursing
payments totaling$141,853 for a personal retirement pl@he law is clear that any individual
entering or reentering into Government service, under the age of 55, is required to enroll in, and
make contributions to GERS. However, the Board did not enekthployee as a member and
make contributions into the System. All other employees of the Board were members of GERS,
and as such, had their required contributions deposited into GERS.




In this case, the Board made payments directly to the empdigrehe individual
submitteda letterrequesindicating an amount. The letter requests were submitted to Board
Chairpersons for approval and payment. As an exarni@dirstletter requestdated September
27, 2007, addressed tiee thenChairperson of the @ard stated:

AThrough this correspondence, | am respectfully requesting that my retirement
benefits be paid in the amount of $12,325. This request is so that | can continue to
place these monies in my personal 401K account. This is extremely important
because | have no monies in the GERS system. Hence, this is my only retirement
fund. All the monies are included in our present budget and will continue to be
included as this wild@l be an annual reque

We initially found payments made to the employeemyour audit scopperiod of
Fiscal Years 2013 through 20I&wever, wesubsequentljound that thgpayments started from
October 2007Accordingly, we expanded owauditscope to include those prigear payments
dating back from October 2007 throughp&amber 30, 2016, when the employee resigned.

The payment authorizations were made by various Board Chairpersons during the
expanded audit scope peridthe annual number of payment requests and dollar amounts varied
over the first several years. To #lmate, in 2007, the employee requested atiome payment of
$12,3251In 2008 and 209, the employee requested paymenigour and fivetimes pe year
respectively, withannual toted of $16,043 and $14,878y 2010 through 2016, the requested
payments wre monthly, with a yearly total ranging frorh2§042to $15,658 The Board did not
provide documentation to show how the frequency and atrafipayments were determined;
however,the amountsequested wrepaid.

Below is a table of thaumber ofpaymens that the varioug8oard Chairpersons
authorized andbtal payments madger yearBased on available records, from 2010 through
2016, the annual amounts ranged from 15.8% to 17.5% of the annual salary paid.

Personal RetirementAccount Requests and
Paymerts

Number of Total
Reguests Amount

$ 12,325
16,043
14,875
14,844
14,344
13,620
13,620
14,482
15,658
12,042

$141.853




In 401(k) plans, employees contribute to their plans via contributions deducted from their
paychecks. Hwever, in the casef this employee, we found that no contributions were deducted
from the individual 6s paychecks. Il nstead,
deposited directl vy i nt othrougheFinenoepThese pagars werec h
made from the account specifically establ
of retirement contributions to GER. an interview with Finance officials, they stated that they
were not aware of the existence of a personal 40t@qgumt for this employee. At no point, did
we seethatFinancescrutinized or questioned the paymentthimemployee

Further review of the employeeds | etter
had signeebff on all ninetyone letter requestocuments, approving them for payment. Four of
the five were serving on the BoardFiscal Year 2018. In communications with one of these
former Chairpersons, theersonstated that upon accepting the role as Chairperson, they found
that the practice adpproving letter requests without supporting documentation was already in
place. Thandividual stated that they questioned the other Board members about this practice,
but received no documented proof of the 401(k) plae. @drson furthesaid that theyust
continued the practice dfie previous Chairpersons.

We requestedon several occasionfspm the Board and its staff:

1 The minutes, transcripts, and approval documentation for the establishment of the
401(k) account for employees; and

1 A copy ofthe 401(k) account for the employee in question.

The Board did not provide any of the above information. The last Chairperson we requested
information fromdid notrespond to our request.

In our attempt to fully understand how the situation relatintégoersonal retirement
account started, we contacted the former employee. The individual stated that several years afte
resigning from the Government, and recei Vvinrm
GERS, the individual was employed by UVidan | o i n e d -OREF fetremént phaA.
TIAA -CREF is a national retirement program for educators.

In 2006, when the position at the Board was being considered, the individual did not want
to join GERS, but wanted to remain in the TIAAREF plan. The ingidual indicated that the
Board agreed to not enroll the person in GE
employee.

I n preparing the employeeds NOPA, the B¢
contributions blank. Although the inddual was working fultime from 2006, and was under
the eligible age of 55 to elect to be exempted from joining GERS, in a letter dated March 4,
2010, the GERS administrator acknowledged e e mpl oyeebds desmre to
GERS invited the enpyee into discuss available options. However, the lediernot approve
the employee opting oaff the GERS




There are several violations of the Code and breakdowns in controls with this situation.
First of all, as previously stated, the Board doeshawe the authority to exclude anyone, who
by law should be an active member, from the GERS. Nor does the Board have the authority to
directly give an employee the fAemployer s ¢

The Board should have informed the prospecemployee that by law anyone under the
age of 55 must become a member of the GERS. If the Board wanted to provide additional funds
for the employee to contribute to a personeé
should have been increasead@alingly. The employee would have then been free to contribute
whatever amount desired to the personal retirement account.

Secondly, in processing the employeebs |
should have questioned why the employee was bewgpted from GERS and returned the
NOPA to the Board for correction.

Finally, Finance personnel should have questioned the payment requests submitted by th
Board for payments of the employerds share
In addition, they should have questioned the source of the direct employee payments, which wa
t he account specifically designated for t he

Miscellaneous IncomeThe payments to the former employee should have been teesated
income, and Internal Revenue Service Form 1099 (Miscellaneous Income) should have been
issued to the former employee annually. Records maintained by Finance showed inconsistent
reporting of the additional p a yspsemetinees Fi nar
included the additional paymentombined with reimbursements for expenses paid by the
individual. We reviewed the payment information reported in the ERP system, and could not
reconcile the annual amounts provided by Finance. The follosahgdule shows the annual
payments that should have been reported, the amounts provided by Finance, the amounts
identified by the ERP and the differences.

Issuance of Form 1099

Total
Total Amounts Amounts
Total Annual Provided by Identified on Unreconciled
Fiscal Year Payments Finance ERP Difference

2007 $ 12,325 $ = $12,325 $ =
2008 16,043 - 16,043 -
2009 14,875 - 14,875 -
2010 14,844 9,174 5,721 9,123
2011 14,344 15,889 2,192 12,152
2012 13,620 1,572 1,572 12,048
2013 13,620 12,722 - 13,620
2014 14,482 13,759 1,572 12,910
2015 15,658 1,204 1,204 14,454
2016 12,042 10,838 - 12,042
Total $141,853] $65,158 $86,349




Contracted Retiree

In addition to the issue involving the personal retirement account previously discussed,
the Board failed to comply with Title &hapter 27 of the Code regarding the employment of
retired personnel. Specifically, the Board did not comply with Title 3, Section 7@&4ct),
goverredthe number of hours worke(00 hours)nor did they comply with Section 706a that
governssalary limit ($55,000)for retirees reentering the Government workforce.

During Fiscal Year 2016, the Board contracted one of its retired employees, on a part
time basis, in the capacisa Special Asisantto the Chairperson of the BoarBrior to beng
hired on contract, this retiree was receiving service retirement annuities from GERS.
Accordingly, based omheretirement statutes of the Code, at the time 4fire, this individual
would continue to receive service retirement annuities from the GBR&limited period

According to the contract terms, thmt cor
to exceed 600 hours during the employment time. The employment term of the initial agreement|
was 11 months, commencing on January 29, 20tbending Bcember 31, 2016. The
agreement wasigned on February 1, 201\We found that th contractual arrangememas
extendedn two occasionsThefirst extensiorwas entered into on December 21, 2016 for a
period of 30 days, commencing on Januar@Q1,7 through January 30, 2017. Hezond
extensiorwas entered into on February 17, 20Firoactive to February 1, 2016 expire on
September 8, 2017.

Hours Worked. Title 3, Section 706(c) of the Code inclugesvisionsfor GERS members
receivingservice retirement annuities whoeater the Government workforcEhosepersons

may continue to receive their annuities while in receipt of a salary for a period not to exceed a
total of 600 hours of work in any one year, not to exceed two years.

However , we found that the Board did not
when the individual reached the 6R0ur limit. Instead, the Board allowed the contracted retiree
to continue working uninterrupted until tsecond extensioexpired in Septaber 2017. The
followingtables hows t he contracted retirmgéhéduratioct ua
of the contract, including the extensions.




Contracted Retiree Actual Monthly and Accumulated Hours Worked
January 2016 throuch September 2017

Actual Accumulated
Monthly Monthly
Description Hours Worked Hours Worked

Initial Contract *January 2016
February 2016
March 2016
April 2016
May 2016
June 2016
July 2016
August 2016
September 2016
October 2016
November 2016
December 2016

Total 2016 Hours Worked

Maximum Allowable Hours

Excess Hours Worked

Contract Extensions

1% Extension January 2017

2" Extension February 2017 70.50
March 20T 48.25
April 2017 78.00
May 2017 119.00
June 2017 74.50
July 2017 98.50
*August 2017 -0-
*September 2017 -0-
Total 2017 Hours Worked 589.75
Maximum Allowalde Hours 600.00

Excess Hours Worked =0-
*During January 2016 and August to September 2017, there were no hours worked by the contracted retiree.

As shown the contracted retiréekours workedexceededhe 600-hour limitin October
of 2016. Howeverduring the original contragteriod,the retiree continued to work from
October 2016 through December 20T&e retiree was paid $21,450 for the additional 214.50
hours.

Salary Paid As stipulated by th€ode,aretiredd s a n n u a lion camnat pxeeefb 3 000.

Nor can the individual exceed their highest salary before retirement. However, the Board paid
the contracted retiree an amount that exceeded the $55,000 mitompensation paid in 2016
to the contracted retiree total$81,40, which exceeded the $55,000 salary by $26,450. In
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addition, although the contract said that the contracted retiree should be paid $6,000 a month, w
noticed that the individual regularly received more than $6,000. Based on how the Board paid
the contrated retiregthe individual was being paid $100 per hour. Tdiwing table shows

the actual monthly payments 2016 to the contracted retiree.

Contracted Retiree Contract Payments
January 2016 through December 2016
Actual
Monthly Accumulated
Description Month Payments Payments
Original Contract *January 2016 - -
February 2016 $4,300 $4,300
March 2016 2,800 7,100
April 2016 9,650 16,750
May 2016 7,150 23,900
Jure 2016 7,400 31,300
July 2016 8,700 40,000
August 2016 9,150 49,150
*September 2016 7,800 56,950
October 2016 8,050 65,000
November 2016 7,950 72,950
December 2016 8,500 $81,450
Contract Totals $81,450

*During January 2016, there were no payments to the contracted. fetiBsptember 2016he contractor exceeded
the allowable total contract salary per the Code.

We inquired of GER®fficials about the status of this retired employed were
informed that neithethe contracted retiregor the Boarahotified GERS that the retiree had
returned to work for the Governmeitowever, since our inquiry, the Board subsequently
complied and forwarded documentation to GERS relative to thegdlire e mpl oy ment .
officials prepared calculations of monies due it from the contracted reNiceerdingly, GERS
took action and required the contracted retiree to pay &dacktion ofthe service retirement
annuities received because of exceeding@hour limit.

GERS concluded that the contracted retir
over the 60ehour threshold. As a result, GERS calculated that the contracted retiree owed the
System $1,643. 40. We o bt rhlyhourdinvdicedeandcpaicdhbihe a c t ¢
Board.In 2016,the contracted retiree worked 214.50 hours over then600 threshold allowed
by the Code. Théollowing table shows the audited hours that the contracted réiiteé to the
Board during 2016.




Contracted Retireeods A

February 1 through December 29, 2016
Audited
Period Worked Hours
February 1, to February 22, 2016 43.00
March 21 to March 30, 2016 28.00
April 1 to April 15, 2016 60.00
April 17 to April 27, 2016 36.50
May 2 to May 12, 2016 34.00
May 16 to May 31, 2016 37.50
June 2 to June 30, 2016 74.00
July 7 to July 28, 2016 87.00
August 1 to August 30, 2016 91.50
September 7 to September 29, 2016 78.00
October 3 to October 31, 2016 80.50
November 1 to November 30, 2016 79.50
December 1 to December 29, 2016 85.00
Total Hours 814.50
Less:600 Hour Threshold per the Code 600.00

Net Excess Hours 214.50

Recommendations

We recommend that the Board:
Refran from the practice of making paymemtsemployees thatrecontrary to the Code.
. Obtain from the ERRand submitto GER&c o mp|l et e record of

employment history (invoices) so that GERS can recalculate the full amouritehat t
employee owes to GERS

Board of Educationds Response

The Board, in the response, did not directly address the first recommendation. However,
based on the comments made regarding the
account, it wasmplied that there was no violation of the Code. In the comments, the Board took
exception to the finding that payments made to the employee for contributions to a retiremen
account outside of GERS after March 19, 2010, or when the employee reaches agees
improper or contrary to the Cogdespecially since the employee opted out of the system with the
approval of GERS.

The employee in question came to the Board from UVI, which has a retirement plan for
its employees established outside of the GERhe employee had not retired, but had resigned
from the previous employment. Thus, the Board was not obligated to notify GERS pursuant tc
Section 10(2)(e) of Executive Order No. 42016.




The Boardds opinion i s t hrsbverahe age &f&%opthe o 1
date of the first appointment, and who do not choose to make certain elections to receive crec
for service previously relinquish€8 V.I1.C. § 703(h)).

Also, the Board did not agree with the second recommendation made settion of
the reportBased on the GERS letter, the employee owes $1,643.40 instead of $21,450. There
clearly a discrepancy between the findings of GERS and those of the IG.

V.| . l nspector General 6s Comment s

We disagree with tthlae Bdhar dobasy mgmgist itoon t
retirement account did not violate the Code. We stand by all of the conclusions based on the fad 5
and findings of the audit. The letter from GERS, dated March 4, 2010, acknowledges receipt of
letter notifying t he e mpl oy eoatdfgshe Bystem. GERS inwted thp émployee in to
discuss available options. However, the letter did not approve the employee opting out of th
GERS. We have revised the report accordingly to reflect this.

The Board employes are members of the GERS because the Executive Branch does no
have the option for alternative retirement plans, as does UVI. Therefore, when the Boarc
employed the employee, the Board was obligated to notify GERS since the option chosen by th
employeewhile employed with UVI was a neBERS retirement plan. Also, the employee, at
the time of the Boards6é employment, was bel
Title 3, Section 703(h) (i.e., patime, provisional and casual employee) to el@ded from
membership in the GERS.

Additionally, Section 10(2)(e) of Executive Order No. £016 does not apply to the
employee in question. Specifically, that section addresses retired employees coming back to th
Government workforce.

Finally, the account used to make the payments directly to the employee was
inappropriately used. As stated in the report, it should have only been used to make payments
GERS.

Regarding the second recommendation, the $21,450 was not the amount the contracte
retiree owes GERS. Based on our findings from the ERP, and the review of invoices, we founc
that the $21,450 is the amount the Board paid the contracted retioze than the amount
legally paid at the 63@ours working limit in 2016We have revised the recomendation to
have the Board obtain the employeeds payme
consideration.

Accordingly, we will consider both recommendations made in this section of the report to
be unresolved.




FINDING 2: FINANCIAL CONTROLS

Our audit found that the Board did rextercise proper financial controls over stipends,
travel and checking account expenditures. Specifically, the Board: (i) did not clearly define the
official duties for Board members to receive stipends; (ii) paidrstipén excess of the amount
required by the Code; (iii) paid Board members stipends while they were already being paid for
regular working hours at their Government jobs; (iv) lacked effective controls over stipend
payments; (v) did not maintain sufficieamieeting transcripts and committee reports; (vi) paid a
hi gher travel per diem than what is all owedc
not properly account for travel cash advances; (viii) established two checking accounts without
the knowlelge and authorization &inance; and, (ix) did not use one of the two checking
accounts in accordance with its intended purpose.

We have associated these conditions to the Board: (Qamstidering stipengoliciesto

be a priority (ii) allocating a $5 stipend instead of the $50 amount stipulated by the Code; (iii)
neglecting to monitor stipend payments; (iv) not implementing adequate policies and procedures
regarding stipends; (v) failing to implement adequate policies and procedures regarding its

meeting transcripts and committee reports; @lipcating$125 instead of the $75 travel per diem
rate required by the Governmentds Travel R ¢
Travel Regulations; andiii) not complying with Finance MemoranauNo. 0272010
regarding Government entitiesd checking acdc

As a result, the Board: (i) gave Board members free reign to claim stipends for various
activities that could not be verified as official duties; (i) overpaid stipends by as much as $9,925
in Fiscal Year 2016; (iii) paid an extra $2,700 in stipends to Board members who were already
being paid by their Government jobs; (iv) overpaid travel per diems by at least $34,800; (v) did
not ensure the repayment of a $1,992 cash advance paymentaoitsrmeembers; and, (vi)
expended over $2 million dollars from the checking accounts outside the purview of Finance in
violation of Finance Memorandum No. 32010, thus placing these funds at risk.

Background

The Boar daddsesstipehdeaandgavel. Board members receive compensation
for attending official meetingperforming other official dutiesand related travel

Title 3, Section 97(f) of the Code, as i
member of the Board of Educatiolnadl receive the sum of $50 for each day or part thereof spent
in the performance of his official duties..."

Additionally, Title 3, Section 65 of the Codet at es: fANot wi thstandi
member of a board or commission established by lahinvihe executive branch of government
shall receive $5for each day or part thereof spémthe attendance of official meetings
(emphasis added)f sai d board or commi ssion. .. o0




Al so, the Boardodés Byl aws, wunder ertBénefitsRe mt
section, state: fAThe Board views Board ser vl
accepts a stipend as presently provided in the Virgin Islands Law. Board membeos shall
reimbursedor expenses incurred in attending any meetorgsa activities concerningfficial
business of the Board when so authorized by

The Code further mandates that Board meetamggecordedandtranscriptkept Title
3, Section 884/( ahllboardsantd emmnilssidne crehfrisuard his A €
Code shall make a verbatim record of each of its proceedings and said records of proceedings &
tobereduced o a transcriptéo

Regardingravel, theGover nor 6 s MeOn8 r(aGodvuenrt "OMeGNt 6 s T
Regulations), dated May 19, 2008ts policies and procedures for travel by members of the
Executive Branch of the Government. I n par t
that for travel on official business requiring an overnight stay, the traveler will receive a per diem
not to exceed $75 per day.

Finance Memorandum No. 02010, dated June 29, 2010, regarding unauthorized
opening and operation of funds and bank acc
bank accounts withodbrmal written approval of the Commssioner of Financis prohibitedo
Thus, the Board is required to register all bank accounts with Finance.

Ot her Meetings Claimed As AOffici al Duti esd

The Boardodés Byl aws did not clearly definr
to receive stipeds. Neither did the Board take the responsibility to establish policies on the
approval of stipend payments. As a result, this gave Board members free reign to claim various
activities as official duties.

We reviewed stipend transactions for Fiscal Y2&6, the most current audited year. In
that fiscal year, Board members received as much as $29,775 in stipends for tasks classified as
Aot her meetings. o0 We found that those fAot he
undertook outside of Board and comttee meetingEx ampl es of t hose fAot
included activities such as attending the St. Croix Agricultural Fair, WTJX A Taste of Two
Islands, school graduations, honors night ceremonies, conferences/training, and funerals of pas
educators.

As an example, irFiscalYear 2016 we found thalhere were at least 220 days in which
Board members received stipends. We asked for all meeting transcripts and reports to verify the
stipend claims. However, the Board provided transcripts and reports that @cwities fo21
of the 220 dayswe found thathe least amount of stipend payments were for Board meetings, at
$12,525. Stipends claimed for attending committee meetings were $16,575. The highest stipenc
payments to Bard members were classifiadso tiher meeti ngs. 0 These
meeti ngso t ot fllovwind chéredepictd thesdifferdhhstpend amounts paid to
each Board member for Board and commiscalt ee 1

Year2016




Stipend Payment Categories in FY 2016

$10,000
$9,000
$8,000
$7,000
$6,000
$5,000
$4,000
$3,000
$2,000

o i . N u e

Member | Member | Member | Member | Member | Member | Member | Member
Board Members A B C D E E G H

® Board Meetings $1,800 $1,875 $1,725 $1,800 $2,250 $1,500 $1,125 $450
= Committee Meetings $1,875 $3,525 $2,850 $2,100 $3,000 $2,775 $225 $225
Other Activities $9,375 $5,175 $5,550 $3,375 $1,875 $1,200 $1,650 $1,575

Total $13,050 $10,575 $10,125 $7,275  $7,125 $5,475  $3,000

Other Activitiesinclude:the St. Croix Agricultural Fair, funerals, WTJX: A Taste of Two Islands, conferences, school graduations, school visits,
honors night ceremonies, and more.

In addition, he Board did not require supporting documentation to substantiate the
stipendpayments. A former Executive Director informed us that there was no need to verify
whether Board members attended claimed meetings or activities. The totewettiveDirector
saidthatst i pends were paid Aon an honor system.

A former Associate Exaitive D r ect or stated that from e
paid for ever y treviomsBusitesslamd FinadadirBctor saichthat there were
instances when two members of a Board committee have met and received stipends, even if a
guorum of at least three was not present.

The Code and Boarddés Byl aws state that
members; at least three to five Board members should be present to conduct a kiewsnegr,
as an examplen April 21, 2016, only tw Board members attended a committee meeting and
claimed stipends. In addition, on June 21, 2016, just two members submitted stipend requests fc
a committee meeting that only they attendgte Board members were paid stipends for the
meetings despite nbiving a quorum.

Furthermorea previousBusiness andifanceDirectorsaid thaias a practicegne or two
Board members would be designated to attend a school graduation and its related events.
However, we foun@xamples wherthree Board members recet/$75 stipends for attending
the Charlotte Amalie High School Honors Night Ceremony on June 15, 2048, on June 18,
2016three Board members were paid stipends for attending the lvanna Eudora Kean High
School Graduation. TypreviousBusiness andifanceDirectorsaid that even if the other Board
members were not the officidesigneesthey still got paid stipends.
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Stipend Overpayments

During Fiscal ¥ars 2013 to 2016, the Board paid its Board members as much as
$274,275 in stipend payments. The €athites that Board membstwuldbe paid $75 for
attending an official meeting or $50 for attending other activities. Title 3, Section 98(b) of the
Code, stas that for an official meetinge The busi ness which the Bo
shall ke done at regular or special meetings, at which not less than five members are present, ar
no act shall be valid unless voted for by an affirmative vote of a majority of the members
present, and a true record made of such vot

Contrary to law, the Bard members received stipends at a rate of $75 per day for
activities outside of official meetings, instead of the $50 cited by the @aderding toTitle 3,
Section 97(f) of the CodeBylawa tEdchimambenaffhedo r at e ¢
Board d Education shall receive the sum of $50 for each day or part thereof spent in the
performance of hi s o fTitle3 Seation 68 of the Goddates: Addi t i
ANot withstanding any other | aw, eacylawme mber
within the executive branch of government shall receive $75 for each day or part thereof spent ir
theattendance of official meetinggemphasisadded) f sai d board or comnj
Board replaced the $50 for $75 for official duteited in Setion 97(f) of the CodeWe sought
the opinion of the theActing Attorney General, who issuedviarch 19, 2019 LetteDpinion
statingthat A A BOE member may receive $75 or par
$50 or part thereof for all othermie s pent wor king on board act

In interviews with the Boarddés staff, th
$50 to $75 under Title 3, Section 65 of the Code. Howeseopined by the thefcting
Attorney Generalthis section of the Codacreased the rate for compensation to $75 only for
attending official meetings, not for other activities. An analysis of Fiscal Year 2016 stipend
payments revealed that Board members were overpaid by as much as $9,925 for events outside
of official meetngs. Thefollowing table showshe number of stipendspaadt t he Boar d
rat e, ver s u satefard ¢he r€soliihg dverpadneras.

Fiscal No. of Stipends  Required
Year Stipends Paid at $50 Rate  Overpayments
Paid $75

2016 397 $29,775 $19,850 $9,925

Stipends Combined With Reqular Work Pay

Board members who worked at their regular Government jobs were paid stipends for
attending meetings and other Boadivities, in addition to receiving a paycheck from their
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respective agencies. Title 3, Sectiorfegof the Code stateB;Not wi t hst andi ng a
provision of law to the contrary, any government employee who is a member of a board or
commission estaldhed by law within the government of the Virgin Islands must be granted paid
administrative leave for time spent during regular working hours in attendance of official
meeting and functions of the board or c¢ommi

In the opinion issued by the thétting Attorney General, it stated th@it;Wh i | e i t
appear that a BOE member, who is also employed by the Government, may be compensated
under sections 97(f) and 65, it must be remembered that they must not, to use a colloquial term,
6doubl e daspy, tlhey Mustandt receise compensation for board work while
simultaneously being paid for their governr

However, we found that two Board members were in the practice of submitting stipend
requests for attending Board meetings ane@mo#ctivities while receiving compensation from
their respective Government jobs. For example, from Octofie2R13, two Board members
attended an ofisland conference. These Board members were paid $225 each in stipends while
being compensated with admnstrative leave or regular pay from their respective Government
] obs. Over the four years, the Board member
an extra $2,700 in stipends.

Stipend Claim Process

The Boardoés pr oc elackadeffgctie fntersal contrasnBbard | a i msg
members are required to submit stipend cl ai
Expenses. 0 Each member is required to indioc
attended, includingfficial, committee, ad other meetings. The form indicates thatBoard
members should specify the nature or description of the other meetings. We found examples
where Board members were paid stipenatdre f or
For instance, a Boamember claimed a stipend for a meeting held on September 2, 2016, by
indicating Aiother meetingso on the stipend
meeting or activity. The Board staff approved, and paid a $75 stipend on September 6, 2016.
Also, that same Board member submitted and received another $75 stipend claim for a meeting
held on September 17, 2016, without indicating the description of the meeting.

Additionally, Board members did not submit their stipend clgomesnptly. Under Title
33, Section 3281(a) of the Code, all Government entities are required to submit invoices for
payment within 30 days. Howevave found thatlaims were often submitted more than 30 days
after the event took place. Board members reguéantyimulatechumerousactivities that
happened months apart on a stipend form. For example, a Board member fillestipend
form on June 21, 2016, and submitted the claim, along with multiple other stipend requests. The
oldest claim was for a September 30, 2015 event,mm&hs after the activity took place. The
practice of submitting stipend claims after 30 days led to Board members being paid twice for
the same activity. We found 20 instancesistél Year 2016 where Board members received
duplicate stipend paymentysting the agency an extra $1,500. For example, on June 20, 2016,
a member received stipends for attending a Board meeting held on April 1, 2016. Two months
after, on August 8, 2016, that member was pgalrafor the same Board meeting.
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Board Transcripts and Committee Reports

The Code mandates that Board meetagsrecordedandtranscriptsare maintained.
However, we found that the Board did not maintain adequate control over its transcripts and
reports

The Board did not provide transcripts and répdor 38% of its Board meetings. Based
on the meeting transcripts that the Board did providegané vi ew of expenses
ERPSystem, we found that the Board held at ledd@&ard meetings during the periaddited
Thefollowing table shows &st of the number of Board meetings held during the four years

Board Meetings

No. of No. of
Meetings Transcripts
Held Provided
2013 13
2014 12
2015 14 10
2016 22 21
Total

Fiscal
Year

Although we observed that there were at ledd@ard meetings held durirtbe audit
period the Board provided transcripts for ofd§ of those meeting#\s a result, we were unable
to verify the majority of the Boardods aut hc
matters. Having fulBoard meeting transcripts would have been vital in allowing us to determine
the Board membersdé attendance records and t
administrative and fiscal matters.

A review of one of t he B0&GshowedthatarBaands c r i f
member expressed concern over the |l ack of t
are quite a few transcripts that are missinr

Board members we assigned to different committees. As with gahBoard meetings,
committee meetings should also be documenriibd.Board provided 22 committee reports for
four years. From the 22 committee reports we noted that all, except nine, lacked the dates of the
meetings. We could not determine the total nundfieommittee meetings held by the Board.

ExcessTravel Per Diem

We found that the $125 rate at whitte Board paid travel per dieexceeded the $75
rate as set out by the Gov e adopteetsttadelpolidyina v e |
2008,iconsi stent with the | aw. The Boardobés po
Islands Board of Education, staff or authorized persons traveling outside the Territory on behalf
of the Board willbe providedvith $125 per diem per day for meals and otherdental
e X p e nlsaursopirdon, he Board had no authorization to exceed the $75 per diem rate set by
the Governmentdés Travel Regul ati ons.
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We reviewed all 696 per diems paid during the audit period for travel outside the
territory. We found that & rateof $125 the Board spent a total of $87,080wever, if the
Board paid perdiemsat$75pertB®@ ver n ment 6 s T,itaould haveRotalgdi | at i
$52,200 As a result, Board members and staff were overpaid at least $34,800 in per diem costs
The following table illustrateshe travel per diem overpayments.

Unauthorized Travel Per Diem Overpayments

No. of Per  Paid At  Required At Overpayment
Diems $125 $75
Paid
142 $17,750 $10,650 $7,100
139 $17,375 $10,425 $6,950
262 $32,750 $19,650 $13,100
153 $19,125 $11.,475 $7,650
696 $87,000 $52,200 $34,800

Accounting of Cash Advances

The Board members and staff did not account for their cash advances as required by the
Code and the GlovRegwmeat i beangdgr aeder t he Gove
travelers are required to submit receipts for the hotel, airline, and ground transportation costs, to
account for cash advances. I n addition, t he
travelgs submit a Travel Expense Report upon completion of altnig. procedure@nsures the
accountability of the cash advance.

|l nstead, the Boardés travel policy only
they seek reimbursements for @itpockd expenses. The Board incurred more than $471,073 in
travel expenses during the audit period.

We revievedoff-island travel transactions for Fiscal Year 2016, the most current audited
year. In that fiscal year, the Board spent as much as $112,939h @&that amount, $33,012
was for hotel costs for Board members and staff who traveled outside of the territory.
Furthermore, out of the $33,012 amount, only $3,407 was supported by proof of the actual hotel|
receipts. Board members only provided recepatsause they sought reimbursement foradut
pocket expenses. The Board did not provide support for the additional $29,605 in travel expense
to confirm their legitimacy. When we requested support for the travel expenses, we were told by
the Board staffttat the majority of Board members did not submit travel expense reports. As a
result, cash advances were not properly accounted for as required by the Code and the
Government ds Travel Regul ati ons.

We found questionable practices aedjng cash advances.férmer (hairperson
informed us that they requested thab Board members return their issued cash advahtes.
one instance, a Board membeceived$1,969.62 in a cash advance in Fiscal Year 2016 for a
trip thatwas later canceledh an interview, a fonerBusiness an#financeDirector said the
Board member did travel later in the yemmdused the outstanding cash advance for the trip.
However, thesame individuadlid not provide travel expense documentatioprtovethat the
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Board member had traveleor that the member used the outstanding cash advance for that
purpose. Therefore, the cash advance remains unaccounted for.

Another Board member received a $1,992.48 cash advance to travektalYear 2014
conference. The member did not travel, was the cash advance returned. We foundthieat
Board member and a formeh@rpersoragreedo divide the outstanding balance into three
equalinstallmentghat would bededucted r om t hat member és Fi scal
We saw no evidence thine Board member traveled in Fiscal Year 2017, and that the member
repaid the cash advance.

Under the Governmentos Travel Regul ati or
cash advances within 10 working days. However, in both cases, this wasneot

Checking Accounts

We found that th®&oard operated two checking accounts without the knowledge and
authorization of Finance. Finance is the custodiaall government checking accounts
However, the Board did not report the funds it collectedfm t eacher sdé6 cer t i flfi
private scholarship sponsor to Finance, did they notify Finance of the federal grant monies
that they received for scholarships.

Finance issued Memorandum No. @AT10, dated June 29, 2010, regarding unauthibrize
opening and operation of funds and bank acc¢
unauthorized bank accounts withdotmal written approval of the Commissioner of Finanse
prohibitedd0 However, the Board di d ntoetworcleetking v Fi
accounts.

We found thabver $2 million was expended outside the purview of Finance, through the
two unauthorized checking accounts. We requestech Board officialsall bank statements for
the two checking accounts. The Board provi@8dut of 96 bank statements despite repeated
requests for all the records. However, we subpoenaed the remaining statements directly from th
bank.

The following tablesummarizesll the deposits and withdrawdl®m October 2012 to
July 20160f thetwo checking acounts maintained by the Board.

Board of Educationdés Checking Ac
October 1, 2012 July 31, 2016
Account Deposits Withdrawals

Checking
Account |
Checking

Total $2071,99881 $ 2063,59706

$1,915,100.0C $ 1,920,095.2C




Checking Account I. The Board created a ngumofit corporation in 2002 under the name of the
Virgin Islands Board of Education Foundation,.Ithe Foundation). Checking &ount | was
opened to deposit scholarship funds received on behalf of the Foundation. Close to $2 million in
federal grant monigshat the Board received for scholarshiwas deposited int€hecking
Account I.Although we did noawudit the grant criteria for the use of the funds received, it
appeared thdhe checks written from gaccount were distributed for scholarships.

Checking Account II. Board officials indicated that initially, Checkingcéount Il was opened

to deposit inds needed to host a conference. After the conference endedigiceisiedrom a

private scholarshipsponsa@nd t he t eac her sweredegositedntd Gheckirtgi o n
Account Il. The Boardafficials indicated thathe private scholarship mms were to be esl
exclusively for scholarshipsatd e t e ac h er s 0 wareets beusefifor theacosta n f e
certificates issued.

A review ofbank statement®r the periocshowed that 243 checks were issued after the
checking accountwasuseddece posit t he scholarship and te
the Board for evidence to determine how much of the monies in the checking account were for
schol arships, as opposed to teachersé cert.i
information. However, we found at lea&t of the 243 checkissued, totaling $22,958ere
guestionable transactioriBhe balance in the account as of July 31, 2016 was $18,566.

Specifically, some of the checlugre writtenfrom the account for gifts for Boar
members, agricultural fair passes, expense reimbursements, hotel accommodations, per diems,
contractorb6s advance payment, funer al assi ¢
unknown purposes. THellowing table summarizes th& questionabletras act i ons o6 p
the number of checks issued and the total amount paid

Questionable Transactions Fr
Certification Funds

No. of
Checks
Gifts for Board members 1 $ 381
Agricultural Fair passes 1 102
Expense reimbursements 5,302
Hotel accommodations 1,517
Per diems 300
Contractoré6és advance 3,400
Funeral assistance for a staff's family member 1,500
Payroll advances & sunm 3,260
Unknown 7,193
Total $22,955

Purpose Amount

|oo —
NBAEFPNWON
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The followingare three detailed examples of the questionable transacti@hsytaf
Checking Acount .




Gift Purchases We questioned a $381 check used to purchase gifts for outgoing Board
members from the schol ar shi p andsodaeExecuiver s 6
Director explained that inigcal Year 2015, te Board approved the purchase of gifts for
outgoing Board members, al ong wiatNdional 8ch@wa r ¢
Board Steering Committee. One of the Board
System to purchase the gifts, but spent an additional $384f-patcket.The Board used the
checking account to reimburse the $381 to the Board melyeview of the transcripts of the
Boar dbds Re gdatecaMay 18,2@15, shovged that they agreed for the member to return
the $381 check that was written from the checking account, and instead process the amount
t hrough Fi nanc e évsr thieBdard 8ig ot povide evidenee that the Board
member repaid the $381 that was issued through the checking account.

Funeral Assistance A former business and finance director said tharBapproved,
and paid, an employee $1,500 to assist withaami | y member 6s f uertahe a |
lack of Board transcriptsye were unable to verify this payment was in fact Board approved
and if the payment was a gift or a loan.

Payroll Advances.Boardofficials informedus that three employeagere given payroll
advances from Checkingcgount Il, totaling $2,950. We interviewed one of the employées
explained that because their Notices?efsonneAction (NOPA)were not processad time,
theywere paidout of the checking account. Boaotficialsindicated thathe payroll advances
were repaidbut the Board provided no evidence to confirm this.

Scholarship Fund.In addition to the questionable transactions, we noted some concerns
with the scholarship fund deposited into Checkingaduntll. Under Title 17, Section 171 of the
Code, the Board is required to deposit all funds, donations, gifts, and all other kinds of
contributions of real or personal property
organizations into the TerritoriakBolarship FundFinance is the trustee of tharkl. Based on
the authorization of the Board, Finance disburses scholarship grants and loans out of the
Territorial Scholarship Fund.

Instead of depositing the contributions received from a private schiplastnsor into
the Territorial Scholarship Fund managed by Finance, the Board deposited tiimitons into
the unauthorized Checkingcdount Il.

As a resul t edmplatcewitdTtle 17dSediond 4l of the Code and
Finance MemorandumNo. 0272010, Finance was unable to monjtmr managethe scholarship
funds. Without any oversight from Finance, those funds were vulnerable to fraud, waste and
abuse.

Recommendations

We recommend that the Board:

1. Clarify the o fobardmembersligthle forstipends o f t




Foll ow the Codeds st i-Bpardaadnommommitted at s tiji
meetings be paid at the $50 rate.

Develop and implement policies and procedures addressing the timely submission
of stipend claimgo help preent duplicate payments

Foll ow the Code and Go vregardingdSperalism Tr a\
limit.

Properly account for cash advances.
Set up a separate account for teacher

Consult with Finance on the two unautized checking accounts to ensure
compliance with Financeds operating iy

Ensure all payroll expenses are made through the ERP System.

Board of Educationds Response

The Board agreed with the firstalreduwtmme:
the Board members eligible for stipends. In response, the Board indicated that they are in th
process of amending their Bylaws to include a more stringent code of ethics and clea
delineations of the roles of members and staff. Board digainted out that these changes
were updated and approved on June 28, 2019. It was stated that additional amendments to {
Bylaws are being considered in response to the Audit.

For the second recommendation tsi@bends for norBoard and noitommitteemeetings
be paid at the $50 rate, the Board, for the most part, agreed with the recommendation. It we
statedthat the Board almost immediately complied with the opinion from the-Altiemney
Generalthat a stipend of $75 is paid for attendance abalpart of official Board meetings and
$50 for all other official dutiesThe Board indicated that this was done through an unofficial
policy, which they plan to follow up with comprehensive financial policies that cover all Board
operations.

The Board, m the response, did not directly address the third recommendation to develop
and implement policies and procedures for the timely submission of stipend claims to preven
duplicate payments. However, the Board agreed that they lacked effective contraitipmseat
payment s. It is the Boardobés opinion that
stipends for time spent at committee meetings where there is less than a quorum of the Board.

Regarding duplicate stipend payments, the Board indicatédhibi@e was a meeting on
August 8, 2016, but no formal meeting on September 2, 2016. The Board maintains that the
could not fully respond to the issue on duplicate stipend payments as the discrepancy could haj
arisen from an error in filling out the séipd forms, or there may have been a legitimate meeting
with staff, or as part of a committee.




Additionally, the Board took exception to the finding that stipends paid to Board
members who are Government empl oyeisavioatomst i
of Title 3, Section 65(e) of the Codehe Board asserts thdti$ finding is almost entirely based
onthethemAt t or n ey pliemtmarpeohilbtsmembers who are Government employees
from receiving stipends while on administrative\ledrom the Government. The Board took
issue with the conclusion that because these statutes exclude Government employees fra
receiving stipends, those restrictions apply to the Board as well. The Board maintains that then
is no law or construction thabuld support that conclusion. Also, the Board indicated that the
Legislature took the opportunjtwith several other boards or commissions, such as the Board
members oflte Virgin Islands Waste Management Authority (29 V.1.C. § 497(c)) and the Virgin
Islands Port Authority (29 V.I.C. § 541(d))o expressly forbid stipends to Government
employees.

The Board took exception to the fourth recommendation regarding following the Code
and the Governmentdés Travel Re g u While theoBoad c o
agrees that staff should be paid at the $75 per diem, they maintained that members of boards a
commi ssions are not bound to the $75 rate.
4392008, dated May 19, 2008, is expressly tadito department heads, agency heads and other
employees of the Government.

In regards to the fifth recommendation to properly account for cash advances, the Boar(
di sagreed wi t h t he recommendati on. The B ¢
Reguhtions, as expressed in Executive Order No-23%8, does not apply to Board members.
Nonetheless, the Board recognizes that the Code also authorizes reimbursement to members
actualexpenses, which requires that members account for their per dighe dtomments, the
Board said they will review and update their travel policy to coincide more closely with the
mandate and to specify which expenses are reimbursable. The Board indicated that they will
immediately require that members submit receipts tfavel expenditures. With respect to
empl oyees, t he Board said the Government 0
henceforth.

Furthermore, Board officials maintain that they appropriately accounted for cash
advancs for canceled travel and will abinue to seek reimbursement for any unused cash
advance. The Board acknowledges that a member had to reimburse the Board for canceled trav
However, Board officials assert that the matter was fully resolved and documented, but ha
concerns becausevitas mentioned in thetad i t . 't 1 s the aBibaddrebsed o
this issue because auditors could not find proof of travel regarding a retained travel advanc
issued to a member for a 2014 conference. The Board indicated that they firstreshdhie
member from travel for approximately oryear, and the member readily accepted. Board
officials contend that they are not aware of any other member who retained a travel advance for,
canceled trip, as suggested in the Audit.

The Board agreedith the sixth recommendation regarding setting up a separate account

for teacher s o the&.lt DapdrtmenaoFimaoca. THe Bearl indidated that they
began a process of looking at all of its accounts to determine which funds would deriapely
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placed in its own revolving fund established through legislateord those which require
placement into the Territorial Scholarship Fund. As part of this process, the Board plans tc
establish a revolving fund for certification fees.

Additiona | | vy, in the Boarddés response, t hey
in 2015 approved the purchase of gifts for outgoing members. The Board stated that because tf
gift purchase went beyond $500, the member paid the additional amount armd &ouxp
reimbursed. However, the Board contends that due to a delay in receiving the reimbursement, tf &
member requested to be paid out of the Boar

Based on the Bheywoomplies withdhe gsevanth aecommendation to
conault with Finance on the two unauthorized checking accounts to ensure compliance with
Financeds operating procedures. However, t
the Code requires that all funds it receives as gifts, donationsbetcdepsited into the
Territorial Scholarship Fund. The Board maintains that it could deposit funds it receives into the
Territorial Fund, but it is not mandatory. The Board contends that it is both appropriate and
practical that the Board be allowed to usediscretion regarding donations, gifts and other
contributions as they are private funds.

Lastly, the Board agreed with the eilglifecommendation regarding ensuring all payroll
expenses are made through the ERP System. In the comments, the Board iplaoientent
Finance policies that forbid certain payments from the checking account(s) and require that thj
ERP system be utilized for expenditures over a certain amount. Regarding payroll advances, tk
Board accepts the findingnd further stated thg@roviding employees advanced pay out of the
bank accounts is not a normal practice of the Board. In response, thepBoacted documents
that the employees repaid the advances. The Board indicated that all three employees fully repe
the advances and saltktproof consists of six deposit slips dated between March and May 2016.

V.. l nspector General 6s Comment s

Based on the Boardodés responses, we wil/l
to be resolved, but not yet implemented pending our reoéigtcopy of the approved, revised
Bylaws and the comprehensive financial policies.

The Board did not specifically address the third recommendatiowever we want to
comment on the Boardbs statement t hadtipendae ffi
for time spent at committee meetings where there is less than a quorum of the Board. First, w
did not take issue with Board members' ability to receive stipends for committee meetings. The
Audit referenced a quorum at the committee level. \&@edsby our finding that Board members
received a $75 stipend reserved for nof fi dq
members.

Regarding duplicate stipends, the Audit never inferred that the two dates were related
September 2, 2018 anexam | e of sti pends paid for Aot he
the nature of the meeting. While August 8, 2016 represents the date a Board member was pe




for a duplicate stipend claim. Additionally, duplicate stipend claims did not happen once or
twice. It occurred at least 20 times in Fiscal Year 2016.

I n response to t he-dipBimgaweddiex on tisesopireon obtained o L
from the thepActing At t or ney Gener al . We suggest the ;
Office with any concernthey have on this matter.

Regarding the Boardbés response to the f
Executive Orderon Travel Regulatonb ounds only the Bo d
membersWe stand byur findingin the report. Becausef t he Boar d
we suggest the Board seek adfisefms tlasfication.

a
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Furthermore, concerning the Boarwedsnotr es
agree that the Board appropriately @acted for cash advances. Even if the Board did not follow
the Executive Order on accounting for a cash advance within 10 days after travel, best busine]
practice dictates that any unspent Government funds should be returned to the Governme
within a regonable amount of time. It was after two years of not accounting for the cash advancg
that the Board took corrective action against one of theBeard members cited in the report.
We do not agree that tHgoard has the discretion to make alternative exgents contrary to
Government regulations.

Based on the response made, we will consider the sixth recommendation resolved, bt
not yet implemented, pending proof that the Board established a separate revolving fund wit
Finance for taefesherso certificatio

Although there was no recommendation on the issue of the gift purchases, the Boar¢
disagreed with the assertion that the Board in 2015 approved the purchase of gifts for outgoin
members. However, we were informed by a former employee that taed Bpproved the
purchase of gifts for ougoing members. More importantly, the money for thesgiftould not
have been paid out of the checking account. The checking account was to be used solely f
teachersé certification and schol arships.

Basedonhe Boardés response, we wil/|l consi d
the two unauthorized chkiag accounts resolved. However, we do not agree that the Board has
the discretion to establish accounts outside of the Department of FindineeBoardcannot
create accounts outside of Financeds knowl
gifts or donations made to the Government of the Virgin Islands, whether private or federa
funds.

Al so, considering the Bo aheceighbk recoransepdatiors e ,
resovedbut not yet | mplemented, pending our r e
certain payments from the checking account(s).

Additionally, the Board provided, and we review#tk copy of a bank statemeratnd six

stamped deposit slips along with the Advance Paycheck Payment Agreements to demonstra &
that employees repaid their pay advances. However, we could not determine if the deposits we| #
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attributed to monies received from the employees. Additiormdt for the deposited cash and
checks to identify its source is needed. For example, an image of the deposited check and/on |
valid receipt issued to themployees upon repayment woslatisfythe evidence required.
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FINDING 3: CONTRACTS

Ouraudit revealed that the Board: (i) entered into contractual agreements without the
approval and legal sufficiency of Property andddrement and Justice; and, (ii) did not
effectively monitor its contracts.

We attribute these conditions to the Board: (i) not following the procurement laws of the
Code; and, (ii) neglecting its management responsibilities over contract monitoring.

As a result, the Board: (i) disbursed over $569,558 in contracts without the oversight of
Property and Procurement and Justice; andpdiil $588,164 to a nditensed contractor.

Background

Title 31 of the Code includes statutestdahorizePropety and Procurement with
responsibility ofensummg that Government entities procure goods and services in a most
economic and efficient manner. In addition, Executive Order No2476, mandates that all
executive departments, agencies, boards, and canomssstrictly comply with the
Government s procurement | aws as provided i

Title 31, Section 232 of the Code states that the Commissioner of Property and
Procurement shall purchase or contract for all supplies, materials, equipment, andu@intrac
services required by any and all departments, offices, boards, institutions, and other agencies of

the Government of the Virgin Islands, except the Legislature and the Superior Court.

Title 31, Section 236 of the Code,ContractProcedurestatesn part,thatall purchases
of, andcontractdor suppliesmaterials equipmentandothercontractuakervicesshallbe based
on competitivebids. Moreover,all prospectivebiddersmust:certify thattheyareregisteredvith
the Office of the LieutenantGovernor(Lt. Go v e r @ffice),daveabusinesoffice in the
Virgin Islandshavebeenlicensedfor atleastoneyearby the Departmenbf Licensingand
ConsumeAffairs (Licensing)to do businessn the Virgin Islandsandat thetime of the
submissiorof the bid haveno outstandingax liability.

Title 31, Section 239(a)(3) of the Code requires Government entities to submit at least
three quotations for purchases between $5,000 and $50,i86(31, Sectn 235 of the Code
further requires competitive bids for all purchases over $50/Additionally, Property and
Pr o c ur ePmeurementsProcess Overview and Guidguires that Government entities
submit a justification letter for purchases above $5,0We justification letter must describe
why the government entity needs the purchase, and ensure that the agency obtains the best prid 2.

In addition, Property and Procurement had isddietsion of Procurement Memorandum
No. 012016which addresseddvetisements, Requisitions, and Construction Contract
Payments




Procurement Oversight

We inquired of several Board members and staff the extent that the Board involved
Property and Procurement with its contracts and purchases, and we received seflietalgo
responses. Responses ranged ftloenposition that the Board is not required to follow the
provisions of Title 31 of the Code, to the
provisions.We were also informed that the Board doeslrave internal policies and procedures
for procurements

In an interview with a former &ty Commissioner of Property and Procureménias
statedthat boards and commissions of the Executive Brathel were nospecificallyexempted
from the Codeshould process their contracts through Property and Procurement.

In addition, Property and Procurement personnel stated that a contractor is required to
present a valid Virgin Islands business license as part of the general contracting procesds. A vali
business license ensures that a contractor does not have an outstanding tax liability to the
Government, and is in good standing with the Office of the Lieutenant Governor.

We selected a judgmental sample of eight contractors out of thirteen to wad@uoatd
had disbursed at least $20,000 in contract payments to each fisgcaigears 2013 through
2016 We note that all of these contr aOu aghtwer e
sampled contractors are listed in the following schedule

Selected Listing of V.I. Board of EducationContractors
FY 2013- 2016

Contractors Contractor Service Amount
Contractor 1 Information Technology Service  $146,838
Contractor 2 Information Technology Service 21,400
Contractor 3 Janitaial/Custodial Services 50,900
Contractor 4 Janitorial/Custodial Services 54,000
Contractor 5 Liaison 42,300
Contractor 6 Legal Services 58,200
Contractor 7 Legal Services 138,970
Contractor 8 Special Asistant 56,950

Total $569,558

We found that for five of the eight contracts reviewed, no documents were provided to
show that competitive bids or prices were obtaidettlitionally, the Board after repeated
requests, did not provide tramgts to demonstrate that seven of the eight service contracts were
voted on or approved. Further, none of the sampled contractprocessed through Proper
and Procurement for approval, Justice for legal sufficiencWe found that one of the
contractors did not possess a valid business license and was ten years delinquent in registration
with the Lt. Gov droomFiscabYearsQOOv to 20éhe Bdard expendet ,
$588,164 in payments this unlicensed contractor.




Contract Monitorin g

There appeared to be very little, 1 f any
who was responsible for the monitoring of contractor performance, again Board members and
staff gave conflicting answers. Accordingly, we inquired with ProperlyRnocurement for a
response relative to contract monitoring and were told that they do not monitor contractor
performance for user agencies. While Property and Procurement remains available to assist
agencies, once an agency has entered into a contragteaiment with a contractor, the
contracting agency should monitor the contract and protect the Government from substandard
performance. Property and Procurement further stated that standard contracts contain a scope ¢
work and compensation schedule todg the agency to get the goods or servyzgshased

Information Technology Contractor. According to the contract, this contractor was required to
provide a monthly itemized invoice, to include a detailed list of duties performed and the numbenr
of haurs worked. We found that the Board did not enforce this contract stipulation. We reviewed
the contractords invoice billings and obser
but insteadsubmittedn a summary format. The invoices did not esifly show how much time

the contractor spent on tasks billed for as required per the contracts. The Board personnel state
they could not verify with certainty what was billed for relationto thework actually done by

the contractor.

In addition,according to the contracts, any additional hours of service required were to be
negotiated between the contractor and Executive Director for approval before the start of the

work. However, the contractor did extra hours of wankl billed for these servisaithout first
clearing it with the Board. This caused disputes between the Board and the corfthector.
contractor was eventually paid for the extra work.

The contracts also required that there [
According to the contract, the Executive Director was required to evaluate the contractor every
September. We inquired about these evalnatand were told by a former Executivedator
that they were done. However, the Board did not provide any evaluatiars. W& were unable
to determine the level of contract evaluation, enforcement, oversight, and monitoring conducted
by the Board.

Additionally, the contractor, as stipulated in the contracts, was required to comply with
any statutes, laws, rules and regiolas of any governmental authority or agency having
jurisdiction. An inquiry with the Lt. Gover
Trademarks, revealed that this contractor owed franchise taxes and annual reports for the years
of June 30, 2005 thugh 2016. This contractor had also failed to file financial statements for the
years of December 31, 2003 through 2016. Additionally, Licensing found no records for this
contractor. The contractor had been operating without a valid business license tenoxears.

Had the Board complied with Property and Procurement laws, they may not have entered into a
10-year relationship withraunlicensed contractor.




Recommendations

We recommend that the Board:

1. Comply withthe Governmeni procurement lawand Executive Order No. 477
2016.

2. Ensure adequate monitoring of contract costs and contractor performance.

Board of Educationdés Response

The Board did not specifically address the first recommendation. However, based on the
comments made¢heyappeart@gener al |l y agree that the Boarc
procurement laws and Executive Order No.-2016.

The Board stated that it acceptitat specific contracts cited in the repditl not go
through a competitive bidding process tlghuthe V.I. Department of Property and
Procurement

However, the Board took issue with other specific examples noted in the report, by
stating that the legal contracts referred to in the Audit fall under the ambit of professional
services contracts andeaspecifically exempted from the procurement process 81detl.C. §
236. Professional services contracts can be solicited in the open market pursuant to 31 V.I.C
239(a)(4) and 239(b).

The Board stated that since 2015, the Board has ensured tNatgindslands
procurement guidelines have been foll owed Vi
leases.

The Board is in the process of creating regulations that include a procurement process
t hat requires compl i acoucemenwprotess whereappléable.eForraline r
other contractghe Board must have its own competitive bid procésiditionally, the Board
recognizes it must provide financial and contract policies that specify what contracts require
board approval.

TheBoard did not specifically address thecondecommendationinstead, in its
comments, the Board took exception with the finding that the Board did not monitor the IT
contractor.

In 2015, the Board obtained an audit of the contractor's work and tinbycegiewed
whet her the contractor was meeting the Boar
contractor's services extensively, as well as concerns raised by staff regarding the detail needec
for invoices. The difference centered aroursl bquest by a new Executive Director for more
detail, a condition that could not be enforced, given the nature of the contract. The Board
ultimately voted not to renew the contract.




Transcripts from 2013 and 2014 show several discussions of the aekog the IT
contractor, which went beyond IT services. The Board was aware, and indicated that the
Executive Director monitored the I T Consul't
the Executive Director or the contractor.

V.. InspectorGener al 6 s Comment s

We stand by our findings contained in this report. It is our position that the Board
comply with the Governmentdos procurement ¢
competitive bid process f oornotialbundeethe oversight of a c
Property and Procurement, it is our position that the Beaglreshat any internal policies
remain in compliance with those ¥irgin Islands Department of Property and Procurement.

Qur report a d d r neegng ént coritractual &yceenretd vathogbing
throughProperty and Procuremerithere were five contracts for which the Board provided no
documentation to show that competitive bids were obtained.

Title 31, Sectios 236,239(a)(4) and 239(ljoesnot exempt professional service
contracts from the procurement procesbe Code sections cited guidew procurement is
done under certain circumstances. None of the contracts noted in the report were procured und
Section 239 ( b)) h#@Board providededodugentadcproof that the contracts
fall under public exigency.

unt i | the Board provides a copy of theinr
procurement procesand evidence that the creation of its avampetitive bid proess is not in
conflict with those of Property and Procuremave, will consider the recommendations
unresolved.

Regarding the second recommendation, we stand by our findings in the report that the
Board should monitor all contract costs and perforraanc

The IT Contractor provided services to the Board of Education for approximately 10
years before the Board ordered an guadli0150f t he contractor's ser
response, they acknowledged that there were issues that neededdoelssed concerning the
IT contractor's detailed work and invoices.

We will consider this recommendation unresolved until the Board provides evidence that
the Board requires monitoring and reporting on all contracts.
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APPENDIX |

E D U CREBPODNSE S

BOARD OF

GOVERNMENT OF THE VIRGIN ISLANDS
VIRGIN ISLANDS BOARD OF EDUCATION

December 16, 2019

VIA EMAIL TO: taskforce@yviig.org

Steven van Beverhoudt

V.I. Inspector General

Office of the Virgin Islands Inspector General
2315 Kronprindsens Gade # 75

Charlotte Amalie. St. Thomas, VI 00802-6468

Dear Mr. van Beverhoudt:

We formally acknowledge receipt of the Draft Audit Report: Audit of Administrative Functions
of the Virgin Islands Board of Education issued on November 22, 2019. As you know, the
Eighteenth Virgin Islands Board of Education voted on January 29, 2016 to request an audit by
your office. At that meeting, several members expressed concerns about certain administrative
practices and expenditures they believe deserved the kind of review only your office could
provide. Since the ultimate goal was to put in place appropriate policies and practices whereby
the Board can fully monitor and account for all funds entrusted to its care, we welcome your
offices' oversight and valuable recommendations and have already begun to implement certain
ones. The Board is committed to ensuring that our administrative and financial operations fully
comply with all applicable laws and regulations as well as the Board's own By-Laws so that we
may continue to offer Virgin Islands students and the public high levels of service.

Because of the implications of some of the findings and the negative impact they could have on
the Board's ability to function effectively, we believe it is appropriate to express where we differ
with your findings, particularly on your interpretation of key provisions of the Virgin Islands
Code, regulations and executive orders and, in certain respects, whether they are even applicable
to the Board. We also herewith provide you with a listing of all transcripts in our possession and
the documents you indicate were not provided during the Audit. Perhaps these will bring further
clarity to some of the findings.

We take this opportunity to express our concerns more fully in the attached Memorandum of
Responses to Draft Audit. Rest assured, however, that the Board will comply with all
recommendations except those that are inapplicable or outside of its authority and jurisdiction
and to the extent the recommendations have not already been implemented.

MISSION STATEMENT

The Virgin Islands Board of Education is committed to its vision and will promote the transformation of the structure ofcxlslnng public education through: 1.

governance over the public education system; 2. improved student, parent, teacher relationship; 3. comprehcnsnvc 24
high academic achievement; 5. creation of an environment that is conducive to effective cc

To ensure that each child is provided with the best quality education which promotes our history and culture, g

dards that promote
ion; 6. enh qualny of professional development for all: 7.
provision of adequate resources to achieve our vision, goals and objectives.

VISION STATEMENT

and builds strong communities.
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Thank you once again for your office’s findings and recommendations. Please do not hesitate to call me
if you have any questions or if you require any additional information.

Sincerely,

C }wi & L //{W‘ /tfmf

Arah C. Lockhart,
Chairperson, Virgin Islands Board of Education




APPENDIX |

BOARD OF EDUCATI ONOGS

VIRGIN ISLANDS BOARD OF EDUCATION'S
MEMORANDUM OF RESPONSES TO
DRAFT AUDIT OF THE
GOVERNMENT OF THE VIRGIN ISLANDS INSPECTOR GENERAL
DATED NOVEMBER 22, 2019

FINDING No. 1: EMPLOYEE RETIREMENT MATTERS

A. The Board made unauthorized payments to an employee for a personal retirement
account outside of GERS and violated the Code regarding the employment of a retired
employee.

RESPONSE:

This issue arose within the expanded Audit scope, namely 2007 to 2016. The initial act
complained of occurred in 2006, so, most board members with institutional knowledge are either
deceased or no longer on the Board. In providing this response, the Board consulted with a
former staff member with direct knowledge of the circumstances as well as with the former
employee in question. Based on its investigation and documents obtained, the Board
acknowledges that its treatment of the additional payment to the employee for contributions
should have been provided as additional compensation, which would have allowed the additional
compensation to be taxed as income. The Board, however, takes exception to the finding that
payments made to the employee for contribution to a retirement account outside of the
Government Employee Retirement System (GERS) after March 19, 2010 or when the employee
reached age 55 were improper or contrary to the Code, especially since the employee opted out
of the system with the approval of GERS. Our exception is addressed more particularly below.

First, the Board never intended to nor did it establish a 401(k) plan to make contributions toward
any such plan on behalf of any of its employees. It also never intended to derive exemptions or
any benefit under the Internal Revenue Code and the attendant regulations from having a 401(k)
plan. The Audit does not indicate any local or federal requirement of the Board to establish a
401(k) plan directly for employees. Indeed, the audit acknowledges that the payments could
have been paid as additional income to the employee. Thankfully, the effects of this breach were
mitigated as the employee informed us taxes were paid on the additional income. The employee
in question came to the Board from the University of the Virgin Islands, which has a retirement
plan for its employees established outside of the GERS. The employee had not retired but had
resigned from the previous employment. Thus, the Board was not obligated to notify GERS
pursuant to Section 10(2)(e) of Executive Order No. 477-2016. When the employee joined the
Board, the Board was informed the employee had previously removed all contributions from the
GERS and had no desire to rejoin GERS, particularly where the employee had only two more
years to be able to opt out of GERS. The Board and/or its executive committee raised the
question amongst themselves as to whether the contributions could be made as the employee
requested. The employee consulted with the Department of Finance and assured the Board that it
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could submit a request for the retirement contribution to the account outside GERS by requesting
an amount equivalent to what the employee would have paid under GERS as a separate payment.
The employee submitted annually a letter request for the contribution, and each chairperson
serving would sign approving the payments. The Department of Finance accepted each
document and issued checks directly to the employee.

Second, the law is clear that contributions are made only for employees considered as members
under 3 V.I.C. § 703. Indeed, the only issue the Board faced was whether the employee was
considered a member at the time of appointment. The Audit relies on V.I. Code, Ann. tit. 3, Sec.
703(b) to determine the employee was a member, however, there are exceptions. For instance, a
contract employee that received no annuity could opt out of the system by replenishing
contributions previously withdrawn. Also, an exception is reserved for persons over the age of 55
on the date of the first appointment and who do not choose to make certain elections to receive
credit for service previously relinquished. (3 V.I.C. § 703(h)). The Board is not able to ascertain
from the facts disclosed in the Audit whether these exemptions were considered nor was there
any indication the exceptions were inapplicable.

Third, the Audit gives short shrift to the March 4, 2010 letter to the employee from GERS
Administrator Austin Nibbs acknowledging the employee's decision to opt out of GERS. It does
not consider the content and the significance of the letter, which proves the GERS Administrator
acknowledged that the employee’s age, previous years of service and the fact that the employee
removed all contributions and received no annuity qualified him or her to opt out of the GERS.
In fact, the option was approved. The Audit recognized the approval, but minimizes its
significance and the fact that the employee and the Board relied on this document to continue
making and accepting payments for an account outside of the GERS. The overpayments cited
includes the approximately six (6) years following the acknowledgment and approval by the
GERS Administrator of the employee’s exercise of the option in 2010. It is uncertain whether
the approval was given pursuant to 3 V.I.C. § 703 (e), (f), or (g), however, if there were a perfect
time for the Administrator to take the position that the employee was considered a member and
could not opt out, this would have been the time.

B. The Board did not comply with Title 3, Sections 706(c) and 706a of the Code that
governs the number of hours worked (600 hours) and salary limits ($55,000) for retirees re-
entering the Government workforce.

The contracted retired employee was hired in 2016 under a contract that provided 600 hours as
the maximum number of hours the employee could work pursuant to applicable law. The
contract further provided for a monthly payment of $6,000 per month to be paid to the employee.
The Board accepts the finding that the limits of hours and salary were exceeded due to the
Board's additional demands on the contractor, including training an incoming employee. The
Board also acknowledges that the GERS was not notified of the re-employment of the employee
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pursuant to Section 10(2)(e) of Executive Order No. 477-2016 since the Board treated the
employee as a contractor, not as an employee with a NOPA.

In preparing this response, the Board contacted the employee in question who stated that upon
being notified of the overpayments, she disputed the hours and provided the GERS with all the
invoices she submitted along with payment receipts. According to the employee, the actual hours
worked contained in the records of GERS were grossly exaggerated. As a result of GERS's
investigation, a letter was issued to the employee indicating a downward adjustment made to the
employee's hours with a finding that the employee worked an excess of 65.5 hours. Based on
GER's letter, the employee owes $1,643.40 instead of $21,450. There is clearly a discrepancy
between the findings of GERS and those of the IG. The Board is not privy to the documents the
IG relied on, and it appears the documents the GERS relied on were already provided by both the
Board and the employee.

Nonetheless, because there were overpayments, and the employee appears to have been paid
beyond the contract hours and over the statutory salary limit for a contracted retired employee,
the Board recognizes the need for proper contract monitoring and renewal procedures going
forward. The Board has already adopted By-laws that reinforce the power of the Executive
Director over day-to-day matters, including the enforcement of contracts. Further, the Board
continues to enhance its development efforts and continuing education efforts regarding Board
member roles to ensure all contracts are properly monitored by management staff.

RECOMMENDATION: Contracted Retiree. Request GERS to review and update the assessed
annuity overpayment reimbursement to ensure that the contracted retiree repays actual service
retirement annuity due.

RESPONSE: According to the Audit, the Board already provided the GERS with documents
used to calculate the employee overpayments. We learned from the employee, that the GERS
also received the documents from the employee. At this juncture, the Board has exhausted all
possible actions within its authority by providing the GERS with the documents so that the
appropriate amounts can be collected. The employee is no longer a contractor of the Board, and
the GERS, not the Board, has the appropriate enforcement authority to reassess their own
calculations collect contributions from the employee. Without a specific basis or actual proof of
miscalculation for challenging that decision, it would be inappropriate for the Board to follow
the recommendation at this time.

II. FINDING NO. 2: FINANCIAL CONTROLS. The Board did not exercise proper
financial controls over stipends, travel and checking account expenditures.

A. Stipends. The Board paid stipends in excess of the amount required by the Code; did
not clearly define the official duties for Board members to receive stipends; lacked effective
controls over stipend payments; and paid Board members stipends while they were already

being paid for regular working hours at their Government jobs.
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Excessive Stipends

The Board for the most part agrees with this finding. The finding is supported by an opinion
from the Attorney General concerning the application of two seemingly conflicting statutes, 3
V.I.C. § 65 and 3 V.I.C. § 97(f). Specifically, section 65 provides for a $75.00 stipend but is
limited to official meetings. Section 97(f) provides for a $50.00 stipend but applies to all official
duties of board members, not just meetings. Prior to having the benefit of the Attorney General's
opinion, the Board applied the $75.00 stipend for meetings and all other official duties. Even the
IG found it necessary to request an opinion from the Attorney General to clarify how the two
statutes should be applied. According to the opinion, the statutes must be applied in conjunction
with each other; particularly, the Board must pay a stipend of $75 for attendance at all or part of
official board meetings and $50 for all other official duties of the Board. This opinion was made
available to the Board in October 2019. Almost immediately, the Board began to comply with
the Attorney General's opinion through an unofficial policy. This will be followed up with
comprehensive financial policies that will cover all Board operations.

Lack of Definition for Official Duties

The Board agrees it did not clearly define official duties for board members to receive stipends
but takes issue with the assertion the Board has not made this a priority as it is misleading. By
requesting the Audit in 2016, the Board sought a comprehensive investigation of all board
financial practices to determine whether abuses were taking place, in what areas and the extent of
the abuses before deciding a proper fix. While the Board awaited the audit results, it continued
the process of amending its By-laws to include a more stringent code of ethics and clear
delineations of the roles of members and staff. These were updated and approved on June 28,
2019. The amendments were necessary to address internal governance concerns and provide the
proper legal authority for implementing comprehensive financial policies as part of an operations
manual. The operations manual had been drafted but was held until the By-laws could be
revised. These have been sent through the promulgation process and will be made a part of the
Virgin Islands regulations. Additional amendments to the By-laws are being considered in
response to the Audit. The next step for the Board is to finalize the operations manual.

Additionally, the Board received informal recommendations from the IG inspectors throughout
the audit process. Although there were many issues outside the Audit that were considered high
priority and that the Board was investigating other issues internally, the Board took the
opportunity to consider and change practices to coincide with the informal recommendations and
promptly addressed those deficiencies it learned about or those that derived from its internal
investigation. A review of the February 17, 2017 Meeting transcript will reveal the executive
director informed the Board the recommendations were being implemented that it needed a
comprehensive corrective action plan in response to the Audit. The amendments and creation of
an operations manual were a necessary first step in achieving that comprehensive corrective
action plan.
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Lack of Effective Controls for Stipend Claims

The Board agrees it lacked effective controls over stipend payments and appreciates that the
Audit has pointed out specific deficiencies and informed where abuses are possible and where
they may have occurred. Although the Virgin Islands Code, Title 3, Section 97(b) is broadly
written and allows payment of stipends for "all official duties of the Board", the Board
recognizes that because it is administering public funds, particularly with regarding to education
of children, it is prudent to place stringent controls on what should constitute "official duties". It
is also now clear that the Board requires more than an honor system consisting of providing
stipend forms with a vague category for "other meetings" without an effective mechanism to
monitor them and to enforce violations.

The Board takes issue with the finding that suggests members cannot collect stipends for time
spent at committee meetings where there is less than a quorum of the Board. The Board has four
standing committees, an executive committee and at least one current ad hoc committee that do
the bulk of the work of the Board. The Board's By-laws provide that the membership of
committees must be less than a quorum of the Board. Even if all members of a committee attend
a particular committee meeting, it will not amount to a quorum of the Board. The members and
staff have a tradition of meeting only when there is a quorum of the committee, but this is
unnecessary. As per the Code, no official acts are taken at committee meetings. This does not
mean that committee work cannot take place without a Board quorum. Education and board
policies, certification of teachers, the annual report to the Legislature of the state of the
Territory's education facilities, scholarship reviews, intermediary board decisions and much
more are first vetted in committees and then sent to the Board for approval. Without the work of
the committees, the Board could not function effectively. It is expected that most of the stipends
are for committee meetings and work committee members do outside of meetings.

With regard to duplicate stipends, our limited research revealed there was a meeting on August
8, 2016 but no formal meeting on September 2, 2016. Without knowing specific details of the
transactions and the position the member held, the Board cannot respond fully as the discrepancy
could have arisen from an error in filling out the stipend forms, or there may have been a
legitimate meeting with staff or as part of a committee.

RECOMMENDATIONS:

No. 1. Clarify the “official duties” of the Board members eligible for stipends.

No. 2. Follow the Code’s stipulation that stipends for non-Board and non-committee
meetings be paid at the $50 rate.

No. 3. Develop and implement policies and procedures addressing the timely submission

of stipend claims to help prevent duplicate payments.
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RESPONSE:

The Board is considering additional revisions to its By-laws that clarify what official duties are
eligible for stipends. It has also clarified stipend amounts for Board meetings versus other
official duties. In addition to revisions to the By-laws, the Board has begun to draft financial
policies as part of its operations manual to provide further details and procedures for the types of
activities to which stipends apply and to provide guidelines for claiming stipends. The Board
will also revise the stipend form.

Stipends to Government Employees.

It should be noted at the outset that most of the Board's official meetings referred to in the Audit
for years 2015 and 2016 occurred after hours and on Saturdays or extended beyond working
hours. This fact makes the finding inapplicable to most, if not all Board meetings. The dates
and times of meetings are recorded on all transcripts. Committee meetings usually take place
during lunch periods to accommodate employed members.

Nonetheless, the Board takes exception to the finding that stipends paid to board members who
are government employees constitute "double dipping" and as such constitute violations of 3
V.I.C. § 63e. This finding is almost entirely based on the Attorney General's Opinion of March
19, 2019. The opinion acknowledges that there is nothing in either 3 V.I.C. § 97(f) or 3 V.I.C. §
65 that prohibits members who are government employees from receiving stipends while on
administrative leave from the government.

We note that the Legislature took the opportunity with several other boards or commissions to
expressly forbid stipends to government employees. For example, the members of the Virgin
Islands Port Authority receive compensation only if they are non-governmental members. (See
29 V.I.C.§ 54) Likewise, the Virgin Islands Waste Management Authority's enabling statute
states that government employees who are members of the board are not entitled to
compensation for their service as members of the board beyond their normal compensation for
their government jobs". (See 29 V.I.C.§ 947(c)). In these and other statutes, the Legislature
expressly excluded government employees from receiving stipends, but did not do so with
section 97(f) or section 65, the sections that apply to this board.

The Board takes issue with the conclusion that because these other statutes exclude government
employees, those restrictions apply to the Board as well. There is no law or construction that
could support that conclusion. To interpret the statute as excluding stipends for government
employees is to insert language that does not exist currently in either Sections 97(f), 65 or 65e.
Even the opinion elsewhere cites our Supreme Court in Haynes v. Ottley, 61 V.1. 547, 561 (V.L
Supr. 2014) for the proposition that the courts assume the Legislature knows about other statutes
when it adopts a law, meaning, if the Legislature wanted to exclude government employees on
the Board from receiving stipends, it would have said so.

Moreover, other statutes such as those governing the Virgin Islands Board of Dental Examiners
do not differentiate between stipends for government and non-government members and allows
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compensation under 3 V.I.C.§ 65. (See 27 V.I.C. § 63(d)). Also, the enabling statute for the
Judicial Council does not equate compensation with per diem payments under § 65. It states that
no compensation is allowed but per diem payments are allowed. Assumedly, judges who are
government employees are entitled to receive per diem under § 65. Other examples include the
Coastal Zone Management Commission, see 3 V.I.C.§ 904(c) and the Casino Commission, see
32 V.I.C.§ 244(d).

The opinion also asserts that 3 V.L.C.§ 65e disallows "double dipping" or, in other words,
collecting stipends while on administrative leave. The plain reading of section 65e cited below
does not support this assertion.

Notwithstanding any other provision of law to the contrary, any government employee
who is a member of a board or commission established by law within the government of
the Virgin Islands must be granted paid administrative leave for time spent during
regular working hours in attendance of official meeting and functions of the board or
commission.

3 V.IC.§ 65¢

Section 65e does not even mention "stipends" or "per diem" much less forbids them. It also does
not tell us whether the per diem in section 65 and 97(f) mean per diem as commonly known or
whether it should be equated with compensation. Also, the opinion did not analyze the meaning
of per diem as used in sections 65 or 97(f). This clarification is necessary in order to support an
argument that compensation is already provided by administrative leave. As the opinion
acknowledges, the term per diem means different things in different contexts. So, one cannot
know whether the amount referred to in the heading of § 65 as "per diem" means a salary or what
the dictionary defines as an amount given to a person for daily expenses for example, for food
and fuel. Even after acknowledging that this definition would likely apply, the opinion equates
per diem with salary without the benefit of any legal analysis.

Recommendation:
There is no recommendation pertaining to this issue.
Board Transcripts and Committee Reports

The Board recognizes the need to maintain adequate records of each of its proceedings.
Therefore, the Board will consider adopting a records retention policy to be reflected in the
operations manual. This should address the challenge the Board has had to maintain records,
especially where they are kept on two islands and have been subject to loss and damage in hard
copy format. Recognizing this challenge, the Board began placing the meeting transcripts in
electronic form as a way to preserve them. Ultimately, the Board hopes to have all transcripts
and meeting minutes available for viewing on-line. In the meantime, we have conducted a
diligent search and have uncovered the following transcripts. We have also attached a list of the
transcripts including executive sessions, regular and special meetings. We will make any




APPENDIX |

V. BOARD OF EDUCATI ONOGS

Memorandum of

Board of Education
Response to Draft Audit
Page 8

transcript you do not currently have available to your staff. Our review of the transcripts show
the following meetings took place for each fiscal year shown.

2016 24 Meeting Transcripts

2015 12 Transcripts

2014 9 Board meeting Transcripts

2013 2 Board meeting Transcripts

B. Travel. The $125 rate at which the Board paid travel per diem exceeded the $75
rate as set out by the Government’s Travel Regulations and the Board members and staff
did not account for their cash advances as required by the Code and the Government’s
Travel Regulations.

Excess Travel Per diem

The Board takes exception to this finding with respect to members of the Board. The Board has
operated in accordance with a travel policy adopted on May 3, 2008, which it had authority to
create pursuant to 3 V.I.C.§ 98(c). Former Governor John deJongh issued Executive Order No.
439-2008 on May 19, 2008. The scope of the Executive Order is expressly limited to department
heads, agency heads and other employees of the Government. Members of boards and
commissions are not included in the class of persons bound by the Executive Order.
Nonetheless, the Board recognizes that the Code also authorizes reimbursement to members for
actual expenses. A per diem of $125 without opportunity for reimbursing the government for
costs not expended may not conform to the Code.

Accounting for Cash Advances.

The Board takes exception to this finding for the same reason as the finding regarding the $125
per diem. Executive Order No. 439-2008 on May 19, 2008 is expressly limited to department
heads, agency heads and other employees of the Government. Members of boards and
commissions are not included in the class of persons bound by the Executive Order.
Nonetheless, the Board recognizes that the Code also authorizes reimbursement to members for
actual expenses which necessarily requires that members account for their per diem received.
Thus, the Board will be reviewing and updating its travel policy to coincide more closely with
this mandate and to specify which expenses are reimbursable. In the meantime, the Board will
immediately require that members submit receipts for travel expenditures.




APPENDIX |

V. BOARD OF EDUCATI ONOGS

Memorandum of

Board of Education
Response to Draft Audit
Page 9

Reimbursement of Cash Advances for Cancelled Travel.

The Board acknowledges that a Board member had to reimburse the Board for cancelled travel,
but not two members. Although the issue was fully resolved and documented, it was mentioned
in the Audit solely because the IG investigators could find no proof of travel regarding a retained
travel advance issued for a 2014 conference. Because of the implications making this
information public without all the crucial facts, it is important to make it clear that the Board first
sanctioned the member from travel for approximately one year and the member readily accepted.
Recognizing, however, that keeping the Board member from the opportunity to grow and learn
new educational trends would not benefit the Board or its constituents, the Board sought
reimbursement from the board member that would allow the member to resume travel privileges.
The Board and the member entered into a memorandum on December 28, 2016 requiring that the
travel advance for the Board member's next three travel trips each be reduced by a third of the
amount of the previous cash advance. The Board and the member fully complied with the
agreement. The Board is herewith providing proof of the reduction of three travel advances,
although the Board's email files show these were previously provided to the IG via email in June
2019. Additionally, the Board is hereby providing receipts and itineraries that prove the member
did make the trips in question. The first travel took place in August 2017. Subsequent travel did
not take place until March 2019 and September 2019 as 2018 travel was limited by the 2017
Hurricanes.

The Board is not aware of any other member who retained a travel advance for a cancelled trip as
is suggested in the Audit. We spoke to a previous chairperson and the accountant to find another
member with the same issue and found no one with knowledge of any other member. An
interview with the Board's accountant revealed two employees in 2016 obtained cash advances
for travel to an educational conference that was cancelled due to inclement weather. One
employee returned the check without cashing it, and the other reimbursed the Board through the
ERP. This information is also provided with this response.

RECOMMENDATIONS:

No. 4. Follow the Code and Government’s Travel Regulations regarding $75 per diem limit.
No. 5. Properly account for cash advances.

RESPONSE:

The Board is unaware which Code provision is being referred to in this recommendation. As
indicated above, the Government’s Travel Regulations as expressed in the Executive Order does
not apply to Board members. Nonetheless, the Board will review its travel policy to coincide
with the mandate in section 97(f) requiring that actual expenses be reimbursed. The Board has
appropriately accounted for cash advances for travel that was cancelled and will continue to seek
reimbursement for any cash advance or part of any cash advance not used. With respect to
employees, the Government’s Travel Regulations will be followed from henceforth.
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C. Checking Accounts. The Board operated two checking accounts without the knowledge
and authorization of Finance; employees were given payroll advances from Checking

Account II and questionable purchases were made from one of the accounts.

Registering Board Accounts with Finance

The Board has had the two accounts cited in the Audit for many years. It is unknown when the
accounts were established and whether the Department of Finance was notified when they were
established or whether the Department of Finance rules requiring notification were in place at the
time. The research required to verify the accuracy of the finding will require more time than we
were afforded for this response. Without addressing whether Finance has jurisdiction over an
account established to receive federal scholarship funds, it should be noted that Checking
Account I was established for receipt of federal grant funds under federal law, and the account
was independently audited by nationally recognized accounting firms. So, even if the
Department of Finance was not afforded oversight, the federal government did oversee the
accounts and the administration of the scholarships. It should also be noted that since 2017, all
new accounts were registered with the Department of Finance as the banks require that agency's
approval. In 2017, the Department of Finance was notified of the older existing accounts.

Checking Account I

The Board agrees with the findings that all checks written out of the account were made to
students for the purpose of scholarships.

Checking Account I1

With regard to Checking Account II, we agree with the finding that certification funds and
private donations from scholarship were kept in one account. While there is no law we are aware
of prohibiting this practice, it prevented proper accountability of funds administered by the
Board. The Board has begun the process of creating a separate revolving fund for the
certification monies received as well as for private scholarships that do not require a special
dedicated account. An operating account will be maintained for payment of goods and services
up to an amount determined in the financial policies. The Board is in the process of devising
guidelines for each of these accounts, and they will be handled in accordance with the
Department of Finance regulations.

Payroll Advances. The Board accepts the finding and further states that paying
employees advanced pay out of the bank accounts is not a normal practice of the Board,
and no evidence could be found where the Board discussed, much less authorized this
action. In fact, evidence was found where executive staff authorized at least one of the
payments. That information is provided with this response. Since the concern raised by
the Audit was regarding proof of repayment, the Board is herewith providing proof that
the employees repaid the advances. The proof consists of a total of six deposit slips
dated between March and May 2016. All three employees fully repaid the advances.
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Gift Purchase: The Board has reviewed the bank account statements which show a
partial repayment by the member of $124.48. Additional deposits are possible but some
statements do not have the corresponding deposit slips with notation of the purpose for
the deposits.

The Board takes exception to the assertion that the Board in 2015 approved the purchase
of gifts for outgoing members. This cannot be verified by the transcripts. The Board
further wishes to clarify the statement suggesting the full Board approved the gifts to
honor a member. In providing this response, the Board has reviewed both the May 31,
2014 Meeting Transcript and the May 15, 2015 Meeting Transcript. These reveal the
Board approved a resolution to honor a member for being selected to an appointment
considered to be highly prestigious and a tremendous achievement for the Territory. The
Board desired to mark the appointment by voting in favor of a resolution to honor the
member. The resolution was read at the May 31st meeting and the Board voted to
honor the member, however, there was no plaque mentioned at that time. There was no
discussion of a "gift" and no vote to provide a gift. Approximately a year later, at the
May 15, 2015 Meeting, the member, in responding to concerns raised by staff, explained
that there was uncertainty whether the Board voted and that another member had brought
up the idea of providing a gift and a plaque which was supposed to be provided at the
meeting of May 31st. When this was not done and the amount was not encumbered by
the end of the fiscal year, the then chairperson and the member asked the Business and
Finance Director to encumber $500 for a plaque. The member later requested a change
from a plaque to a gift item, which required a different vendor. Records show jewelry
purchases beyond the amount of $500 and proof of the encumbered amount paid to the
vendor. The member paid the additional amount and sought to be reimbursed through
the ERP process. Because a delay occurred in receiving the reimbursement, the member
requested to be paid out of the Board's account and received a check. At the meeting, the
member told the Board the amount would be repaid if and when the member received the
check through the ERP. Records show the check was received.

Funeral Assistance: The Board by polling of the vote agreed to assist a young part-time
employee of the Board who was battling health concerns. The employee was solely
providing for his family when two family members died in close proximity to each other.
The employee had tremendous difficulty paying for funeral expenses. The Board did not
vote officially to provide the funding as time did not permit. Board members and staff
also contributed from their personal funds to assist the employee.

Lack of Check Detail. The Board agrees with the finding. In the reconciliation process,
the Board lacked proper detail in notations of the purpose for certain checks. Our
investigation revealed that of the 41 missing checks we were able to determine the
purpose for all except 2. One was to a hotel for a nominal amount and one was written to
an individual in 2013 for $295.00. The remaining checks were attributed mostly to
payments to presenters related to Virgin Islands history courses the Board provided for
educators who did not meet the Code's history requirements. In order to support teacher
certification, the Board in the past offered history courses in which various
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members of the education community were invited to teach a course or make a
presentation usually for Black History Month. Also, the Board invites persons to present
at their retreats, and these persons are paid for making presentations to the Board. A
listing of the checks and their purposes are provided herewith. Checks issued with the
notation of "honorarium" were for presenters. Other checks are for nominal services
including, rental of Department of Education facilities, refreshments for meetings, hotel
stays and office cleaning services. The Board is in the process of devising policies that
will provide for proper documentation of expenditures and regular staff training.

Scholarship Fund. Under Title 17, Section 171 of the Code, the Board is required to
deposit all funds, donations, gifts, and all other kinds of contributions of real or personal
property from persons, corporations...into the Territorial Scholarship Fund.

The Board disagrees with this finding as it is not supported by the plain reading of Title
17, Section 171 of the Code. Section 171(b) does not require that the Board deposit all
funds it receives as gifts, donations, etc. to the Territorial Fund. The Board could deposit
funds it receives but it is not mandatory. Section 171(b) states as follows:

(b) The Territorial Scholarship Fund shall be comprised of all such funds,
donations, gifts, devises, bequests, and all other kinds of contributions of real or
personal property, from persons, corporations, partnerships, trust funds,
charitable or other eleemosynary organizations, domestic, national or foreign, as
may be made to the said fund from time to time and any other sums covered
into the fund pursuant to law, as well as any contributions to the said funds as
may be appropriated by the Legislature. 17 V.I.C. 171(b). (emphasis added.)

The language plainly states that with respect to outside donations, those may be
deposited into the Territorial Scholarship Fund. Funds provided pursuant to law, i.e,
Legislative allotments must be placed into the Territorial Scholarship Fund. It is both
appropriate and practical that the Board be allowed to use its discretion regarding
donations, gifts and other contributions as they are private funds. Also, some
scholarship grantors condition the grants on the establishment of an account separate
and apart from the central government. If grantors are restricted in conditioning grants,
that may have a chilling effect on donations that are necessary to provide scholarships
to Virgin Islands students.

While there was no recommendation concerning this finding, the Board recognizes that
there needs to be a bank account dedicated only to scholarship funds in the Board's
accounts for those donations that do not require a separate dedicated account. As
indicated above, all new bank accounts are registered with the Department of Finance.
So far, there has only been one established and that was in 2017.

With regard to expenses referred to as "questionable" on the chart provided, more information is
needed to respond adequately. Granted, the Board agrees with the concern that the payments
came out of the Board's accounts and not the ERP, but the charges are not necessarily improper.
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