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EXECUTIVE SUMMARY  
 

 The following summarizes the major findings from the Audit of Specific Administrative 

Functions of the Virgin Islands Board of Education (Board) (AR-01-33-20). 

 

Finding 1: Employee Retirement Matters (pages 7 to 16) 

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

account outside of GERS. 

V The Virgin Islands Governmentôs Division of Personnel failed to question the deviation from the 

norm in the processing of an employeeôs appointment documents. 

V The Department of Finance failed to question payments to an employee from funds specifically 

intended for the Governmentôs retirement contributions to GERS. 

V The Board violated the Code regarding the employment of a retired employee, resulting in the 

retiree working more than the 600-hour annual limit, and earning more than the $55,000 salary 

limit.  

 

Finding 2: Financial Controls (pages 17 to 31) 

 
The Board: 

V  Exercised poor financial controls over stipends, 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 being paid for regular working hours at their 

Government jobs. 

V Lacked effective controls over stipend payments. 

V Paid a higher travel per diem than what is allowed by the Governmentôs Travel Regulations. 

V Did not properly account for travel advances. 

V Established two checking accounts without the knowledge or authorization of the Department of 

Finance. 

 

Finding 3: Contracts (pages 33 to 37) 

 
The Board:  

V Entered into contractual agreements and disbursed over $569,558 without the approval and legal 

sufficiency of the Departments of Property and Procurement and Justice. 
V Neglected its management responsibilities over contract monitoring. 
V 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 (21-22) Kongens Gade 

Charlotte Amalie, Virgin Islands 00802 

 

Honorable Novelle E. Francis, Jr. 

Senate President 

33
rd
 Legislature 

Capital Building 

Charlotte Amalie, Virgin Islands 00802 

 

Dear Governor Bryan and Senator Francis: 
 

This report contains the results of our audit of specific administrative functions of the 

Virgin Islands Board of Education (Board). The audit objective was to determine whether the 

Board carried out selected administrative functions related to retirement matters, financial 

controls, and contract administration, in accordance with established laws, policies and 

procedures, and rules and regulations. Our objective did not include the examination or review of 

the Boardôs administrative functions regarding its loan and scholarship, and teacher certification 

programs.  

 

Our audit found that the Board was not in compliance with various statutes of the Virgin 

Islands Code (Code) and Executive Orders, in regards to retirement matters, financial controls, 

and contract administration. Specifically, the Board: (i) made unauthorized payments to an 

employee for a personal retirement account outside of the Government Employees Retirement 

System (GERS); (ii) violated the Code regarding the employment of a retired employee; (iii) did 

not clearly define the official duties for Board members to receive stipends; (iv) paid stipends in 

excess of the amount required by the Code; (v) paid Board members stipends while they were 

already being paid for regular working hours at their Government jobs; (vi) lacked effective 

controls over stipend payments; (vii ) did not maintain sufficient meeting transcripts and 

committee reports; (viii) paid a higher travel per diem than what is allowed by the Governmentôs 

Travel Regulations; (ix) did not properly account for travel cash advances; (x) established two 

checking accounts without the knowledge and authorization of the Department of Finance 

(Finance); (xi) did not use one of the two checking accounts in accordance with its intended 

purpose; (xii) entered into contractual agreements without the approval and legal sufficiency of 

the Department of Property and Procurement (Property and Procurement) and the Department of  

Justice (Justice); and, (xii i) did not effectively monitor its contracts. 



 

 

We attributed these conditions to: (i) the Boardôs failure to follow the Code relative to the 

employeeôs required membership in GERS; (ii) the Division of Personnelôs (Personnel) failure to 

question the deviation from the norm in the processing of the employeeôs appointment 

documents; (iii) Financeôs failure to question payments to the employee from funds specifically 

intended for the Governmentôs retirement contributions to GERS; (iv) the Boardôs failure to not 

properly monitor employment contracts with a contracted retiree; (v) the Board not considering 

stipend policies to be a priority; (vi) the Board allocating a $75 stipend instead of the $50 amount 

stipulated by the Code; (vii) the Board neglecting to monitor stipend payments; (viii ) the Board 

not implementing adequate policies and procedures regarding stipends; (ix) the Board failing to 

implement adequate policies and procedures regarding its meeting transcripts and committee 

reports; (x) the Board allocating $125 instead of the $75 travel per diem rate required by the 

Governmentôs Travel Regulations; (xi) the Board not following the Governmentôs Travel 

Regulations; (xii ) the Board not complying with Finance Memorandum No. 027-2010 regarding 

Government entitiesô checking accounts; (xiii ) the Board not following procurement laws of the 

Code; and, (ivx) the Board neglecting its management responsibilities over contract monitoring. 

 

As a result, the Board: (i) expended a total of $141,853 over a ten-year period to an 

employee for a personal retirement account; (ii) allowed a contracted retiree to work more than 

the 600-hour limit, and to receive more than the $55,000 salary limit mandated by the Code; (iii) 

gave Board members free reign to claim stipends for various activities that could not be verified 

as official duties; (iv) overpaid stipends by as much as $9,925 in Fiscal Year 2016; (v) 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; (vii ) did not ensure the repayment of a 

$1,992 cash advance payment to one of its members; (viii ) expended over $2 million dollars 

from the checking accounts outside the purview of Finance in violation of Finance Memorandum 

No. 027-2010, thus placing these funds at risk; (ix) disbursed over $569,558 in contracts without 

the involvement of Property and Procurement; and, (x) paid $588,164 to a non-licensed 

contractor.  

 

We made several recommendations to address the conditions and causes cited in the 

report.  Our recommendations addressed the following areas: (i) retirement issues; (ii) financial 

controls; and, (iii) contract administration. 

 

 A response to the recommendations, dated December 16, 2019, was submitted and is 

included as Appendix I beginning on page 39 of this report. 
 

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

 

  Sincerely, 

 

 

      Steven van Beverhoudt, CFE, CGFM 

      V. I. Inspector General 
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INTRODUCTION  
 

BACKGROUND  

 

The Virgin Islands Board of Education (Board) was established by Executive Order No. 1 

(January 10, 1955) and Executive Order No. 9 (July 21, 1955), to replace the Committee on 

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 Code, established the Board with the authority to, among 

other responsibilities, recommend the establishment of public schools; prescribe general 

regulations and orders; adopt curricula and courses of study; recommend laws and amendments; 

recommend appropriations 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 with Section 11 of the Revised Organic Act of 1954, the Governor has general 

supervision and control of all the departments, bureaus, agencies, and other instrumentalities of 

the Executive Branch of the Government of the Virgin Islands (Government). They are 

independent as to their mandate and duties; however, the Board must comply with Virgin Islands 

law, rules and regulations, and Executive Orders issued for the operation and control of 

Executive Branch agencies.  

 

The Board consists of nine elected members. Four members are elected by the qualified 

voters of 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 as an at-large 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 member is four years. Members must reside in the district where they were 

elected. Beginning with the 2012 general election, the two highest vote-getters from each district 

serve a term of six years for that election period only, and the remaining elected members serve a 

term of four years. In all subsequent elections, only those positions scheduled to expire are open 

for election to a four-year term.  

 

The day-to-day operations of the Board are co-managed by an Executive Director on St. 

Thomas and an Associate Executive Director on St. Croix, with the members of the Board 

having oversight over the operations.  

 

For Fiscal Years 2013 through 2016, the Board received a total of $7,881,489 from the 

General Fund of the Government. This amount does not include funding for scholarships. In 

Fiscal Years 2013 through 2016, total expenditures and encumbrances amounted to $7,638,377, 

with a net unspent budget of $243,112. The following schedule summarizes the annual 

appropriations and expenditures as reported in the Government Enterprise Resource Planning 

(ERP) System. 
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V.I. Board of Education 
Financial Activity 

FY 2013 through FY 2016 

Fiscal 

 

Expenditures 

and Unspent 

Year Budget Encumbrances Budget 

2013 $2,149,233  $2,021,004  $128,229 

2014 1,899,394   1,890,248 9,146 

2015 2,056,261   1,960,038 96,223 

2016 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 from the then-Chairperson of the Board. Our 

audit objective was to determine whether the Board carried out selected administrative functions 

related to retirement matters, financial controls, and contract administration, in accordance with 

established laws, policies and procedures, and rules and regulations. Our objective did not 

include the examination or review of the Boardôs administrative functions regarding its loan and 

scholarship, and teacher certification programs.  
 

The scope of the audit was from Fiscal Years 2013 through 2016. However, in the 

conduct of our audit work, there were instances where we 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 records, Board correspondence, budgets, reports, 

Board meeting transcripts and committee reports, and other relative documents. We conducted 

interviews with Board members, staff, and officials of other departments and agencies. 

  

Using judgmental sampling, we reviewed Board expenditures related to employment, 

stipends, travel, checking account transactions, and procurement practices. Specifically, we 

reviewed all transactions for stipends and off-island travel for Fiscal Year 2016.  

 

We also selected a judgmental sample of eight contracts 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 accordance with the ñGovernment Auditing Standardsò 

issued by the Comptroller General of the United States. Those standards require that we plan and 

perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our 

findings and conclusions based on our audit objective.  Accordingly, we performed such tests of 

available records and performed other auditing procedures that were considered necessary under 

the circumstances.  We believe that the evidence obtained provides a reasonable basis for our 

findings and conclusions based on our audit objective.  
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As part of our audit, we evaluated the internal controls utilized for the Boardôs 

administrative functions to the extent necessary to accomplish the audit objective. 

 

PRIOR AUDIT COVERAGE  
 

We were unaware of any audit reports issued relative to the Boardôs administration 

practices and procedures over the past five years.   
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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 

administration. Specifically, the Board: (i) made unauthorized payments to an employee for a 

personal retirement account outside of the Government Employeesô Retirement System (GERS); 

(ii) violated the Code regarding the employment of a retired employee; (iii) did not clearly define 

the official duties for Board members to receive stipends; (iv) paid stipends in excess of the 

amount required by the Code; (v) paid Board members stipends while they were already being 

paid for regular working hours at their Government jobs; (vi) lacked effective controls over 

stipend payments; (vii ) did not maintain sufficient meeting transcripts and committee reports; 

(viii) paid a higher travel per diem than what is allowed by the Governmentôs Travel 

Regulations; (ix) did not properly account for travel cash advances; (x) established two checking 

accounts without the knowledge and authorization of the Department of Finance (Finance); (xi) 

did not use one of the two checking accounts in accordance with its intended purpose; (xii) 

entered into contractual agreements without the approval and legal sufficiency of the Department 

of Property and Procurement (Property and Procurement) and the Department of Justice 

(Justice); and, (xii i) did not effectively monitor its contracts. 

 

We attributed these conditions to: (i) the Boardôs failure to follow the Code relative to the 

employeeôs required membership in GERS; (ii) the Division of Personnelôs (Personnel) failure to 

question the deviation from the norm in the processing of the employeeôs appointment 

documents; (iii) Financeôs failure to question payments to the employee from funds specifically 

intended for the Governmentôs retirement contributions to GERS; (iv) the Boardôs failure to not 

properly monitor employment contracts with a contracted retiree; (v) the Board not considering 

stipend policies to be a priority; (vi) the Board allocating a $75 stipend instead of the $50 amount 

stipulated by the Code; (vii) the Board neglecting to monitor stipend payments; (viii ) the Board 

not implementing adequate policies and procedures regarding stipends; (ix) the Board failing to 

implement adequate policies and procedures regarding its meeting transcripts and committee 

reports; (x) the Board allocating $125 instead of the $75 travel per diem rate required by the 

Governmentôs Travel Regulations; (xi) the Board not following the Governmentôs Travel 

Regulations; (xii ) the Board not complying with Finance Memorandum No. 027-2010 regarding 

Government entitiesô checking accounts; (xiii ) the Board not following procurement laws of the 

Code; and, (ivx) the Board neglecting its management responsibilities over contract monitoring. 

 

As a result, the Board: (i) expended a total of $141,853 over a ten-year period to an 

employee for a personal retirement account; (ii) allowed a contracted retiree to work more than 

the 600-hour limit, and to receive more than the $55,000 salary limit mandated by the Code; (iii) 

gave Board members free reign to claim stipends for various activities that could not be verified 

as official duties; (iv) overpaid stipends by as much as $9,925 in Fiscal Year 2016; (v) 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; (vii ) did not ensure the repayment of a 

$1,992 cash advance payment to one of its members; (viii ) expended over $2 million dollars 
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from the checking accounts outside the purview of Finance in violation of Finance Memorandum 

No. 027-2010, thus placing these funds at risk; (ix) disbursed over $569,558 in contracts without 

the involvement of Property and Procurement; and, (x) paid $588,164 to a non-licensed 

contractor.  

 

We made several recommendations to address the conditions and causes cited in the 

report.  Our recommendations addressed the following areas: (i) retirement issues; (ii) financial 

controls; and, (iii) contract administration. 
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FINDING 1 : EMPLOYEE RETIREMENT MATTERS  

 
We found that the Board: (i) made unauthorized payments to an employee for a personal 

retirement account outside of GERS; and, (ii) violated the Code regarding the employment of a 

retired employee.  

 

We attributed these conditions to: (i) the Boardôs failure to follow the Code relative to the 

employeeôs required membership in GERS; (ii) Personnelôs failure to question the deviation 

from the norm in the processing of the employeeôs appointment documents; (iii) Financeôs 

failure to question payments to the employee from funds specifically intended for the 

Governmentôs retirement contributions to GERS; and, (iv) the Boardôs failure to properly 

monitor employment contracts with a contracted retiree. 

 

As a result, the Board: (i) expended a total of $141,853 over a ten-year period to an 

employee for a personal retirement account; and, (ii) allowed for a contracted retiree to work 

more than the 600-hour 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. According to Title 3, Section 703 of the Code, membership in GERS includes: (a) any 

person who is a Government employee and in service on September 30, 1959, or (b) any person 

who becomes a Government employee on or after the date of GERSôs establishment, provided 

that the person is under the age of 55 on the date of appointment. Retirement contributions by the 

person begin immediately at employment.  

 

Prior to August 30
th
, 2019, Section 706(c) of the Code stated: ñAny member receiving a 

service retirement annuity who re-enters the service of the government may continue to receive 

his annuity while in receipt of a salary from the Government, either by appointment or on a 

contractual basis, for a period of time not to exceed a total of 600 hours in any one-year period 

not to exceed two years. At the end of such period, the service retirement annuity shall be 

cancelled and the member shall thereupon again become a contributor to the system.ò  

 

In addition, Section 706a of the Code states, ñNo retiree of the federal government, the 

Government of the 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 and in any case such rate of 

compensation shall not exceed $55,000 per year.ò  

 

Title 3, Section 713(b) of the Code states: ñAny member who has received a refund shall 

be considered a new member upon subsequent reemployment if such person qualifies for 

membership under the provisions hereof.ò  

 

Regarding retired employees returning to Government service, Executive Order No. 477-

2016 requires the hiring agency to notify GERS. Section 10(2)(e) of the Executive Order states, 
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in part: ñThe Department/Agency shall provide the GERS with a copy of the retired employeeôs 

Notice of Personnel Action (NOPA) and contract for employment or appointment letter.ò  

  

Personal Retirement Account   
  

We found that the Board made payments of at least $141,853 to an employee for what the 

employee referred to as a ñpersonal 401(k) account.ò These payments were made outside of 

GERS for a period of ten years. This was done although the employee was mandated by law to 

be a member of GERS, by virtue of the employee being under the age 55 and a full -time 

employee at the time of employment. In addition, the payments were made from the 

Governmentôs account specifically designated to pay the employerôs share of retirement 

contributions to GERS. 

 

The Internal Revenue Service (IRS) defines a 401(k) plan as ña qualified plan that 

includes a feature allowing an employee to elect to have the employer contribute a portion of the 

employeeôs wages to an individual account under the plan.ò  

 

Generally, a 401(k) plan is a qualified retirement plan whereby an employer establishes 

an investment account with a financial institution to deposit funds on behalf of its participating 

employees. The purpose of the investment account is to provide its employees with an 

opportunity to invest a portion of their salaries towards their retirement. 

 

The Code has no statutes authorizing 401(k) arrangements and payments for Government 

employees. In addition, there is no statute in the Code authorizing a department, agency, board, 

commission, or semi-autonomous instrumentality of the Government to implement and manage a 

401(k) retirement plan separate and apart from GERS. The 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 employees.  

 

A review of the former employeeôs employment records showed that before the Board 

employed this individual, the person was previously an employee of the Government. The 

individual was employed with the Government as a full-time employee for over twenty (20) 

years. When the individual resigned from the Government, the individual requested, and GERS 

issued, a refund of the accumulated contributions paid into the System. GERS officials informed 

us that the employee was not a current member of, nor had the individual received any retirement 

benefits from the GERS. GERS officials further stated that they had no knowledge that the 

employee had been receiving payments from the Board for a personal 401(k) retirement account. 

 

When requested, the Board could not provide any evidence that it established a 401(k) for 

the employee as required by IRS regulations. Accordingly, Board officials acted inappropriately 

by: (i) not ensuring that the employee became a bona fide member of GERS; and, (ii) disbursing 

payments totaling $141,853 for a personal retirement plan. The law is clear that any individual 

entering or re-entering into Government service, under the age of 55, is required to enroll in, and 

make contributions to GERS.  However, the Board did not enroll the employee 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.  
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In this case, the Board made payments directly to the employee after the individual 

submitted a letter request indicating an amount. The letter requests were submitted to Board 

Chairpersons for approval and payment. As an example, the first letter request, dated September 

27, 2007, addressed to the then-Chairperson of the Board stated:  

 

ñThrough this correspondence, I am respectfully requesting that my retirement 

benefits be paid in the amount of $12,325. This request is so that I can continue to 

place these monies in my personal 401K account. This is extremely important 

because I 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 will be an annual request.ò 

 

We initially found payments made to the employee during our audit scope period of 

Fiscal Years 2013 through 2016; however, we subsequently found that the payments started from 

October 2007. Accordingly, we expanded our audit scope to include those prior-year payments 

dating back from October 2007 through September 30, 2016, when the employee resigned.  

 

The payment authorizations were made by various Board Chairpersons during the 

expanded audit scope period. The annual number of payment requests and dollar amounts varied 

over the first several years. To illustrate, in 2007, the employee requested a one-time payment of 

$12,325. In 2008 and 2009, the employee requested payments on four and five times per year 

respectively, with annual totals of $16,043 and $14,875. By 2010 through 2016, the requested 

payments were monthly, with a yearly total ranging from $12,042 to $15,658. The Board did not 

provide documentation to show how the frequency and amount of payments were determined; 

however, the amounts requested were paid. 

 

Below is a table of the number of payments that the various Board Chairpersons 

authorized and total payments made per year. Based on available records, from 2010 through 

2016, the annual amounts ranged from 15.8% to 17.5% of the annual salary paid. 

  

      

 

 

 

 

 

 

 

 

Personal Retirement Account Requests and 

Payments 

 

Year 

Number of 

Requests 

Total 

Amount 
 

2007 1            $  12,325  

2008 4                16,043  

2009 5                14,875  

2010 12                14,844  

2011 12                14,344  

2012 12                13,620  

2013 12                13,620  

2014 12                14,482  

2015 12                15,658  

2016   9                12,042  

 

Total 91            $141,853  
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In 401(k) plans, employees contribute to their plans via contributions deducted from their 

paychecks. However, in the case of this employee, we found that no contributions were deducted 

from the individualôs paychecks. Instead, payments were issued in the employeeôs name and 

deposited directly into the employeeôs checking account through Finance. These payments were 

made from the account specifically established by the Government to pay the employerôs share 

of retirement contributions to GERS. In an interview with Finance officials, they stated that they 

were not aware of the existence of a personal 401(k) account for this employee. At no point, did 

we see that Finance scrutinized or questioned the payments to the employee.  

 

Further review of the employeeôs letter requests revealed that five former Chairpersons 

had signed-off on all ninety-one letter request documents, approving them for payment.  Four of 

the five were serving on the Board in Fiscal Year 2018. In communications with one of these 

former Chairpersons, the person stated that upon accepting the role as Chairperson, they found 

that the practice of approving letter requests without supporting documentation was already in 

place. The individual stated that they questioned the other Board members about this practice, 

but received no documented proof of the 401(k) plan. The person further said that they just 

continued the practice of the previous Chairpersons.  

 

We requested, on several occasions, from the Board and its staff: 

 

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

 

¶ A copy of the 401(k) account for the employee in question. 
 

The Board did not provide any of the above information. The last Chairperson we requested 

information from did not respond to our request.  

 

In our attempt to fully understand how the situation relating to the personal retirement 

account started, we contacted the former employee. The individual stated that several years after 

resigning from the Government, and receiving a refund of the employeeôs contributions from 

GERS, the individual was employed by UVI and joined UVIôs TIAA-CREF retirement plan. 

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 TIAA-CREF plan. The individual indicated that the 

Board agreed to not enroll the person in GERS, and to pay an employerôs share directly to the 

employee.  

 

In preparing the employeeôs NOPA, the Board left the section relating to retirement 

contributions blank. Although the individual was working full-time 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 the employeeôs desire to opt out of the System. 

GERS invited the employee in to discuss available options. However, the letter did not approve 

the employee opting out of the GERS. 
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There are several violations of the Code and breakdowns in controls with this situation. 

First of all, as previously stated, the Board does not have 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 ñemployerôs contributionò to a retirement plan.  

 

The Board should have informed the prospective employee 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 personal retirement account, the employeeôs NOPA salary 

should have been increased accordingly. The employee would have then been free to contribute 

whatever amount desired to the personal retirement account.  

 

Secondly, in processing the employeeôs NOPA, the Governmentôs Personnel office 

should have questioned why the employee was being exempted from GERS and returned the 

NOPA to the Board for correction. 

 

Finally, Finance personnel should have questioned the payment requests submitted by the 

Board for payments of the employerôs share of retirement contributions directly to an employee. 

In addition, they should have questioned the source of the direct employee payments, which was 

the account specifically designated for the Governmentôs contributions to GERS. 

 

Miscellaneous Income. The payments to the former employee should have been treated as 

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 payments. Finance, in Form 1099ôs provided to us, sometimes 

included the additional payments, combined 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 following schedule 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 
 

Fiscal Year 

Total Annual 

Payments 

Total Amounts 

Provided by 

Finance 

Total 

Amounts 

Identified on 

ERP 

Unreconciled 

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   $55,504           $86,349 
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Contracted Retiree  
 

In addition to the issue involving the personal retirement account previously discussed, 

the Board failed to comply with Title 3, Chapter 27 of the Code regarding the employment of 

retired personnel. Specifically, the Board did not comply with Title 3, Section 706(c), that 

governed the number of hours worked (600 hours), nor did they comply with Section 706a that 

governs salary limits ($55,000) for retirees re-entering the Government workforce.  

  

During Fiscal Year 2016, the Board contracted one of its retired employees, on a part-

time basis, in the capacity as a Special Assistant to the Chairperson of the Board.  Prior to being 

hired on contract, this retiree was receiving service retirement annuities from GERS. 

Accordingly, based on the retirement statutes of the Code, at the time of re-hire, this individual 

would continue to receive service retirement annuities from the GERS for a limited period. 

   

According to the contract terms, the contracted retireeôs salary was $6,000 per month, not 

to exceed 600 hours during the employment time. The employment term of the initial agreement 

was 11 months, commencing on January 29, 2016 and ending December 31, 2016. The 

agreement was signed on February 1, 2016. We found that the contractual arrangement was 

extended on two occasions. The first extension was entered into on December 21, 2016 for a 

period of 30 days, commencing on January 1, 2017 through January 30, 2017. The second 

extension was entered into on February 17, 2017, retroactive to February 1, 2017, to expire on 

September 8, 2017.  

  

Hours Worked. Title 3, Section 706(c) of the Code includes provisions for GERS members 

receiving service retirement annuities who re-enter the Government workforce. Those persons 

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 terminate the contracted retireeôs services 

when the individual reached the 600-hour limit. Instead, the Board allowed the contracted retiree 

to continue working uninterrupted until the second extension expired in September 2017. The 

following table shows the contracted retireeôs actual monthly hours worked during the duration 

of the contract, including the extensions.  
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Contracted Retiree Actual Monthly and Accumulated Hours Worked 
January 2016 through September 2017 

    
    Actual Accumulated 

    Monthly  Monthly  

Description Month Hours Worked Hours Worked 
    
Initial Contract *January 2016 -0- -0- 

 
February 2016 43.00    43.00  

  March 2016 28.00    71.00  

  April 2016 96.50  167.50  
  May 2016 71.50  239.00  
  June  2016 74.00  313.00  

  July  2016 87.00  400.00  
  August 2016 91.50  491.50  
  September  2016 78.00  569.50  

  October 2016 80.50  650.00  
 November 2016 79.50  729.50  

  December 2016                    85.00  814.50  
Total 2016 Hours Worked         814.50  
Maximum Allowable Hours         600.00  

    

Excess Hours Worked         214.50  

Contract Extensions 

    
1

st
 Extension January 2017 101.00  101.00  

 
      

2
nd

 Extension February 2017 70.50  171.50  
  March 2017    48.25  219.75  

  April 2017    78.00  297.75  
  May 2017  119.00  416.75  
  June  2017    74.50  491.25  

  July  2017    98.50  589.75  
 *August 2017 -0- -0- 

 *September 2017         -0- -0- 
Total 2017 Hours Worked     589.75   
Maximum Allowable 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 retireeôs hours worked exceeded the 600-hour limit in October 

of 2016. However, during the original contract period, the retiree continued to work from 

October 2016 through December 2016. The retiree was paid $21,450 for the additional 214.50 

hours. 

 

Salary Paid. As stipulated by the Code, a retireeôs annual compensation cannot exceed $55,000. 

Nor can the individual exceed their highest salary before retirement. However, the Board paid 

the contracted retiree an amount that exceeded the $55,000 limit. The compensation paid in 2016 

to the contracted retiree totaled $81,450, 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, we 

noticed that the individual regularly received more than $6,000. Based on how the Board paid 

the contracted retiree, the individual was being paid $100 per hour. The following table shows 

the actual monthly payments in 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  

    June  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 retiree. In September 2016, the contractor exceeded 

the allowable total contract salary per the Code. 

 

We inquired of GERS officials about the status of this retired employee and were 

informed that neither the contracted retiree nor the Board notified GERS that the retiree had 

returned to work for the Government. However, since our inquiry, the Board subsequently 

complied and forwarded documentation to GERS relative to the retireeôs employment. GERS 

officials prepared calculations of monies due it from the contracted retiree. Accordingly, GERS 

took action and required the contracted retiree to pay back a portion of the service retirement 

annuities received because of exceeding the 600-hour limit.  

  

GERS concluded that the contracted retireeôs hours overpaid amounted to 65.50 hours 

over the 600-hour threshold. As a result, GERS calculated that the contracted retiree owed the 

System $1,643.40. We obtained the contracted retireeôs monthly hours invoiced and paid by the 

Board. In 2016, the contracted retiree worked 214.50 hours over the 600-hour threshold allowed 

by the Code. The following table shows the audited hours that the contracted retiree billed to the 

Board during 2016. 
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Contracted Retireeôs Audited Hours Worked 

February 1 through December 29, 2016 

Period Worked 

 

Audited 

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: 

 

1. Refrain from the practice of making payments to employees that are contrary to the Code. 

 

2. Obtain from the ERP, and submit to GERS, a complete record of the contract retireeôs 

employment history (invoices) so that GERS can recalculate the full amount that the 

employee owes to GERS.  

 
V.I. Board of Educationôs Response 
 

The Board, in the response, did not directly address the first recommendation. However, 

based on the comments made regarding the payments for the employeeôs personal retirement 

account, it was implied 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 retirement 

account outside of 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.   

 

The employee in question came to the Board from UVI, 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.   
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The Boardôs opinion is that 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)). 

 

Also, the Board did not agree with the second recommendation made in this section of 

the report. Based on the GERS 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.   

 

V.I. Inspector Generalôs Comments 

 

We disagree with the Boardôs position that the payments to the employeeôs personal 

retirement account did not violate the Code. We stand by all of the conclusions based on the facts 

and findings of the audit. The letter from GERS, dated March 4, 2010, acknowledges receipt of a 

letter notifying the employeeôs desire to opt-out of the System. GERS invited the employee in to 

discuss available options. However, the letter did not approve the employee opting out of the 

GERS. We have revised the report accordingly to reflect this. 

 

The Board employees are members of the GERS because the Executive Branch does not 

have the option for alternative retirement plans, as does UVI. Therefore, when the Board 

employed the employee, the Board was obligated to notify GERS since the option chosen by the 

employee while employed with UVI was a non-GERS retirement plan. Also, the employee, at 

the time of the Boardsô employment, was below age 55 and did not meet any of the exceptions in 

Title 3, Section 703(h) (i.e., part-time, provisional and casual employee) to be excluded from 

membership in the GERS. 

 

Additionally, Section 10(2)(e) of Executive Order No. 477-2016 does not apply to the 

employee in question. Specifically, that section addresses retired employees coming back to the 

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 to 

GERS. 

 

Regarding the second recommendation, the $21,450 was not the amount the contracted 

retiree owes GERS.  Based on our findings from the ERP, and the review of invoices, we found 

that the $21,450 is the amount the Board paid the contracted retiree, more than the amount 

legally paid at the 600-hours working limit in 2016. We have revised the recommendation to 

have the Board obtain the employeeôs payment history and submit it to the GERS for their 

consideration. 

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

be unresolved. 
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FINDING 2: FINANCIAL CONTROLS  

 

Our audit found that the Board did not exercise 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) paid stipends in 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 sufficient meeting transcripts and committee reports; (vi) paid a 

higher travel per diem than what is allowed by the Governmentôs Travel Regulations; (vii) did 

not properly account for travel cash advances; (viii) established two checking accounts without 

the knowledge and authorization of Finance; 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: (i) not considering stipend policies to 

be a priority; (ii) allocating a $75 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; (vi) allocating $125 instead of the $75 travel per diem 

rate required by the Governmentôs Travel Regulations; (vii) not following the Governmentôs 

Travel Regulations; and, (viii)  not complying with Finance Memorandum No. 027-2010 

regarding Government entitiesô checking accounts.  

 

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; (ii) 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 payment to one of its members; and, (vi) 

expended over $2 million dollars from the checking accounts outside the purview of Finance in 

violation of Finance Memorandum No. 027-2010, thus placing these funds at risk.  

 

Background 
 

The Boardôs Bylaws address stipends and travel. Board members receive compensation 

for attending official meetings, performing other official duties, and related travel.  

 

Title 3, Section 97(f) of the Code, as incorporated into the Boardôs Bylaws, states: "Each 

member of the Board of Education shall 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 Code states: ñNotwithstanding any other law, each 

member of a board or commission established by law within the executive branch of government 

shall receive $75 for each day or part thereof spent in the attendance of official meetings 

(emphasis added) of said board or commission...ò  
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Also, the Boardôs Bylaws, under the Remuneration, Reimbursement, and Other Benefits 

section, state: ñThe Board views Board service as a voluntary contribution to the community and 

accepts a stipend as presently provided in the Virgin Islands Law. Board members shall be 

reimbursed for expenses incurred in attending any meetings or in activities concerning official 

business of the Board when so authorized by the Board.ò 

 

The Code further mandates that Board meetings are recorded, and transcripts kept. Title 

3, Section 884(a) of the Code states: ñéall boards and commissions created pursuant to this 

Code shall make a verbatim record of each of its proceedings and said records of proceedings are 

to be reduced to a transcriptéò  

 

Regarding travel, the Governorôs Memorandum 006-08 (Governmentôs Travel 

Regulations), dated May 19, 2008, lists policies and procedures for travel by members of the 

Executive Branch of the Government. In particular, the Governmentôs Travel Regulations state 

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. 027-2010, dated June 29, 2010, regarding unauthorized 

opening and operation of funds and bank accounts, states in part: ñAny usage of unauthorized 

bank accounts without formal written approval of the Commissioner of Finance is prohibited.ò 

Thus, the Board is required to register all bank accounts with Finance.  

 

Other Meetings Claimed As ñOfficial Dutiesò 
 

The Boardôs Bylaws did not clearly define what official duties were for Board members 

to receive stipends. 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 Year 2016, the most current audited year. In 

that fiscal year, Board members received as much as $29,775 in stipends for tasks classified as 

ñother meetings.ò We found that those ñother meetingsò were activities Board members 

undertook outside of Board and committee meetings. Examples of those ñother meetingsò 

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 past 

educators. 

 

As an example, in Fiscal Year 2016 we found that there 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 proved activities for 21 

of the 220 days. We found that the least amount of stipend payments were for Board meetings, at 

$12,525. Stipends claimed for attending committee meetings were $16,575. The highest stipend 

payments to Board members were classified as ñother meetings.ò These stipends for ñother 

meetingsò totaled $29,775. The following chart depicts the different stipend amounts paid to 

each Board member for Board and committee meetings versus ñother activitiesò during Fiscal 

Year 2016.  
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Other Activities include: the St. Croix Agricultural Fair, funerals, WTJX: A Taste of Two Islands, conferences, school graduations, school visits, 

honors night ceremonies, and more. 

 

In addition, the Board did not require supporting documentation to substantiate the 

stipend payments. A former Executive Director informed us that there was no need to verify 

whether Board members attended claimed meetings or activities. The former Executive Director 

said that stipends were paid ñon an honor system.ò  

 

A former Associate Executive Director stated that from experience, ñstipends have been 

paid for everything.ò In addition, a previous Business and Finance Director said that there were 

instances when two members of a Board committee have met and received stipends, even if a 

quorum of at least three was not present. 

  

The Code and Boardôs Bylaws state that the quorum should be the majority of the 

members; at least three to five Board members should be present to conduct a meeting. However, 

as an example, on April 21, 2016, only two Board members attended a committee meeting and 

claimed stipends. In addition, on June 21, 2016, just two members submitted stipend requests for 

a committee meeting that only they attended. The Board members were paid stipends for the 

meetings despite not having a quorum. 

 

Furthermore, a previous Business and Finance Director said that as a practice, one or two 

Board members would be designated to attend a school graduation and its related events. 

However, we found examples where three Board members received $75 stipends for attending 

the Charlotte Amalie High School Honors Night Ceremony on June 15, 2016. Again, on June 18, 

2016 three Board members were paid stipends for attending the Ivanna Eudora Kean High 

School Graduation. The previous Business and Finance Director said that even if the other Board 

members were not the official designees, they still got paid stipends. 

Member

A

Member

B

Member

C

Member

D

Member

E

Member

F

Member

G

Member

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
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Board Members 

Stipend Payment Categories in FY 2016 

Total                       $13,050     $10,575    $10,125       $7,275      $7,125       $5,475      $3,000       $2,250 

Total 
 

$12,525 
$16,575 

$29,775 
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Stipend Overpayments 
 

During Fiscal Years 2013 to 2016, the Board paid its Board members as much as 

$274,275 in stipend payments. The Code states that Board members should be paid $75 for 

attending an official meeting or $50 for attending other activities. Title 3, Section 98(b) of the 

Code, states that for an official meeting: ñThe business which the Board is authorized to transact 

shall be done at regular or special meetings, at which not less than five members are present, and 

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 votes.ò  

 

Contrary to law, the Board members received stipends at a rate of $75 per day for 

activities outside of official meetings, instead of the $50 cited by the Code. According to Title 3, 

Section 97(f) of the Code, and incorporated into the Boardôs Bylaws: "Each member of the 

Board of Education shall receive the sum of $50 for each day or part thereof spent in the 

performance of his official dutieséò Additionally, Title 3, Section 65 of the Code states: 

ñNotwithstanding any other law, each member of a board or commission established by law 

within the executive branch of government shall receive $75 for each day or part thereof spent in 

the attendance of official meetings (emphasis added) of said board or commission...ò The 

Board replaced the $50 for $75 for official duties cited in Section 97(f) of the Code. We sought 

the opinion of the then-Acting Attorney General, who issued a March 19, 2019 Letter Opinion 

stating that: ñA BOE member may receive $75 or part thereof for attending board meetings, and 

$50 or part thereof for all other time spent working on board activities.ò 

 

In interviews with the Boardôs staff, they maintained that stipends were changed from 

$50 to $75 under Title 3, Section 65 of the Code. However, as opined by the then-Acting 

Attorney General, this section of the Code increased 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 meetings. The following table shows the number of stipends paid at the Boardôs $75 

rate, versus the Codeôs $50 rate, and the resulting overpayments. 

 

 

Stipend Overpayments in FY 2016 

for 

Activities Outside of Official Meetings 

Fiscal 

Year 

No. of 

Stipends 

Paid 

Stipends 

Paid at 

$75 

Required 

$50 Rate Overpayments 

 

2016 

    

397 

   

$29,775 

   

$19,850 

 

$9,925 

 

Stipends Combined With Regular Work Pay 

 

Board members who worked at their regular Government jobs were paid stipends for 

attending meetings and other Board activities, in addition to receiving a paycheck from their 
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respective agencies. Title 3, Section 65(e) of the Code states; ñNotwithstanding 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.ò 

 

In the opinion issued by the then-Acting Attorney General, it stated that; ñWhile it may 

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, 

ódouble dip.ô That is to say, they must not receive compensation for board work while 

simultaneously being paid for their government employment.ò  

 

However, we found that two Board members were in the practice of submitting stipend 

requests for attending Board meetings and other activities while receiving compensation from 

their respective Government jobs. For example, from October 2-6, 2013, two Board members 

attended an off-island conference. These Board members were paid $225 each in stipends while 

being compensated with administrative leave or regular pay from their respective Government 

jobs. Over the four years, the Board membersô violation of the law resulted in the Board paying 

an extra $2,700 in stipends. 

 

Stipend Claim Process 

 

The Boardôs processing of stipend claims lacked effective internal controls. Board 

members are required to submit stipend claims on a form called ñStipends and Related 

Expenses.ò Each member is required to indicate on the stipend form the type of meeting 

attended, including official, committee, and other meetings. The form indicates that the Board 

members should specify the nature or description of the other meetings. We found examples 

where Board members were paid stipends for ñother meetingsò without specifying the nature. 

For instance, a Board member claimed a stipend for a meeting held on September 2, 2016, by 

indicating ñother meetingsò on the stipend form and did not provide the description of the 

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 claims promptly. Under Title 

33, Section 3281(a) of the Code, all Government entities are required to submit invoices for 

payment within 30 days. However, we found that claims were often submitted more than 30 days 

after the event took place. Board members regularly accumulated numerous activities that 

happened months apart on a stipend form. For example, a Board member filled out a stipend 

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, nine months 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 instances in Fiscal Year 2016 where Board members received 

duplicate stipend payments, costing 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 paid again for the same Board meeting. 
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Board Transcripts and Committee Reports 

 

The Code mandates that Board meetings are recorded, and transcripts are maintained. 

However, we found that the Board did not maintain adequate control over its transcripts and 

reports. 

 

The Board did not provide transcripts and reports for 38% of its Board meetings. Based 

on the meeting transcripts that the Board did provide, and a review of expenses on Financeôs 

ERP System, we found that the Board held at least 61 Board meetings during the period audited. 

The following table shows a list of the number of Board meetings held during the four years. 

 

Board Meetings 

Fiscal 

Year 

No. of 

Meetings 

Held 

No. of 

Transcripts 

Provided 

2013 13   2 

2014 12   5 

2015 14 10 

2016 22 21 

Total 61 38 

 

Although we observed that there were at least 61 Board meetings held during the audit 

period, the Board provided transcripts for only 38 of those meetings. As a result, we were unable 

to verify the majority of the Boardôs authorization of stipends, travel, contracts, and other fiscal 

matters. Having full Board meeting transcripts would have been vital in allowing us to determine 

the Board membersô attendance records and the approved travel, contracts and other 

administrative and fiscal matters. 

  

A review of one of the Boardôs transcripts dated May 20, 2016, showed that a Board 

member expressed concern over the lack of transcripts, stating, ñLet me just point out that there 

are quite a few transcripts that are missing for Board meetings.ò 

  
Board members were assigned to different committees. As with general Board meetings, 

committee meetings should also be documented. The 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 number of committee meetings held by the Board. 

 

Excess Travel Per Diem 

 

We found that the $125 rate at which the Board paid travel per diem exceeded the $75 

rate as set out by the Governmentôs Travel Regulations. The Board adopted its travel policy in 

2008, inconsistent with the law. The Boardôs policy required that: ñMembers of the Virgin 

Islands Board of Education, staff or authorized persons traveling outside the Territory on behalf 
of the Board will be provided with $125 per diem per day for meals and other incidental 

expenses.ò In our opinion, the Board had no authorization to exceed the $75 per diem rate set by 

the Governmentôs Travel Regulations. 
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We reviewed all 696 per diems paid during the audit period for travel outside the 

territory. We found that at a rate of $125 the Board spent a total of $87,000. However, if the 

Board paid per diems at $75 per the Governmentôs Travel Regulations, it would have totaled 

$52,200. As a result, Board members and staff were overpaid at least $34,800 in per diem costs. 

The following table illustrates the travel per diem overpayments. 

 

 

 

 

 

 

 

Accounting of Cash Advances 

 

The Board members and staff did not account for their cash advances as required by the 

Code and the Governmentôs Travel Regulations. Under the Governmentôs Travel Regulations, 

travelers are required to submit receipts for the hotel, airline, and ground transportation costs, to 

account for cash advances. In addition, the Governmentôs Travel Regulations require that 

travelers submit a Travel Expense Report upon completion of a trip. This procedure ensures the 

accountability of the cash advance.  

 

Instead, the Boardôs travel policy only required members and staff to submit receipts if 

they seek reimbursements for out-of-pocket expenses. The Board incurred more than $471,073 in 

travel expenses during the audit period.  

 

We reviewed off-island travel transactions for Fiscal Year 2016, the most current audited 

year. In that fiscal year, the Board spent as much as $112,939 in travel. Of 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 receipts because they sought reimbursement for out-of-

pocket expenses. The Board did not provide support for the additional $29,605 in travel expenses 

to confirm their legitimacy. When we requested support for the travel expenses, we were told by 

the Board staff that 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 

Governmentôs Travel Regulations. 

 

We found questionable practices regarding cash advances. A former Chairperson 

informed us that they requested that two Board members return their issued cash advances. In 

one instance, a Board member received $1,969.62 in a cash advance in Fiscal Year 2016 for a 

trip that was later canceled. In an interview, a former Business and Finance Director said the 

Board member did travel later in the year, and used the outstanding cash advance for the trip. 

However, the same individual did not provide travel expense documentation to prove that the 

Unauthorized Travel Per Diem Overpayments  

Fiscal 

Year 

No. of Per 

Diems 

Paid 

Paid At 

$125 

Required At 

$75 

Overpayment 

2013 142 $17,750 $10,650   $7,100 

2014 139 $17,375 $10,425   $6,950 

2015 262 $32,750 $19,650 $13,100 

2016 153 $19,125 $11,475   $7,650 

Total 696 $87,000 $52,200 $34,800 
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Board member had traveled, or 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 travel to a Fiscal Year 2014 

conference. The member did not travel, nor was the cash advance returned. We found that the 

Board member and a former Chairperson agreed to divide the outstanding balance into three 

equal installments that would be deducted from that memberôs Fiscal Year 2017 cash advances. 

We saw no evidence that the Board member traveled in Fiscal Year 2017, and that the member 

repaid the cash advance.  

 

Under the Governmentôs Travel Regulations, travelers are required to repay any unused 

cash advances within 10 working days. However, in both cases, this was not done.  

  

Checking Accounts 

 

We found that the Board operated two checking accounts without the knowledge and 

authorization of Finance. Finance is the custodian of all government checking accounts. 

However, the Board did not report the funds it collected from teachersô certification fees and a 

private scholarship sponsor to Finance; nor did they notify Finance of the federal grant monies 

that they received for scholarships.  

 

Finance issued Memorandum No. 027-2010, dated June 29, 2010, regarding unauthorized 

opening and operation of funds and bank accounts, which states in part: ñAny usage of 

unauthorized bank accounts without formal written approval of the Commissioner of Finance is 

prohibited.ò However, the Board did not notify Finance of the existence of the two checking 

accounts. 

 

We found that over $2 million was expended outside the purview of Finance, through the 

two unauthorized checking accounts. We requested, from Board officials, all bank statements for 

the two checking accounts. The Board provided 59 out of 96 bank statements despite repeated 

requests for all the records. However, we subpoenaed the remaining statements directly from the 

bank. 

 

The following table summarizes all the deposits and withdrawals from October 2012 to 

July 2016 of the two checking accounts maintained by the Board.  

 

                               Board of Educationôs Checking Accounts 

                                       October 1, 2012 ï July 31, 2016 

Account  Deposits 

 

Withdrawals 

 

Checking 

Account I 
$ 1,915,100.00 $  1,920,095.20 

Checking 

Account II 
$    156,898.81 $     143,501.86 

Total $ 2,071,998.81 $  2,063,597.06 
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Checking Account I. The Board created a non-profit corporation in 2002 under the name of the 

Virgin Islands Board of Education Foundation, Inc. (the Foundation). Checking Account I was 

opened to deposit scholarship funds received on behalf of the Foundation. Close to $2 million in 

federal grant monies, that the Board received for scholarships, was deposited into Checking 

Account I. Although we did not audit the grant criteria for the use of the funds received, it 

appeared that the checks written from the account were distributed for scholarships. 

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

to deposit funds needed to host a conference. After the conference ended, funds received from a 

private scholarship sponsor, and the teachersô certification monies, were deposited into Checking 

Account II. The Board officials indicated that the private scholarship monies were to be used 

exclusively for scholarships and the teachersô certification fees were to be used for the cost of 

certificates issued. 

 

A review of bank statements for the period showed that 243 checks were issued after the 

checking account was used to deposit the scholarship and teachersô certification funds. We asked 

the Board for evidence to determine how much of the monies in the checking account were for 

scholarships, as opposed to teachersô certification funds. The Board did not provide the 

information. However, we found at least 67 of the 243 checks issued, totaling $22,955, were 

questionable transactions. The balance in the account as of  July 31, 2016 was $18,566. 

 

Specifically, some of the checks were written from the account for gifts for Board 

members, agricultural fair passes, expense reimbursements, hotel accommodations, per diems, 

contractorôs advance payment, funeral assistance, payroll and payroll advances, and other 

unknown purposes. The following table summarizes the 67 questionable transactionsô purpose, 

the number of checks issued and the total amount paid. 

 

Questionable Transactions From Scholarship and Teachersô 

Certification Funds  

Purpose 
No. of 

Checks 
Amount 

Gifts for Board members 1  $     381 

Agricultural Fair passes 1      102 

Expense reimbursements     14   5,302 

Hotel accommodations 9   1,517  

Per diems 3      300  

Contractorôs advance  payment 2   3,400    

Funeral assistance for a staff's family member 1   1,500  

Payroll advances & summer student internôs payroll 4   3,260  

Unknown      32     7,193 

Total     67 $22,955  

 

The following are three detailed examples of the questionable transactions paid out of 
Checking Account II. 
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 Gift Purchases. We questioned a $381 check used to purchase gifts for outgoing Board 

members from the scholarship and teachersô certification monies. A former Associate Executive 

Director explained that in Fiscal Year 2015, the Board approved the purchase of gifts for 

outgoing Board members, along with an award for a memberôs nomination to a National School 

Board Steering Committee. One of the Board members was awarded $500 from Financeôs ERP 

System to purchase the gifts, but spent an additional $381 out-of-pocket. The Board used the 

checking account to reimburse the $381 to the Board member. A review of the transcripts of the 

Boardôs Regular Meeting, dated May 15, 2015, showed that they agreed for the member to return 

the $381 check that was written from the checking account, and instead process the amount 

through Financeôs ERP System. However, the Board did not provide evidence that the Board 

member repaid the $381 that was issued through the checking account. 

 

Funeral Assistance. A former business and finance director said the Board approved, 

and paid, an employee $1,500 to assist with a family memberôs funeral cost. However, due to the 

lack of Board transcripts, we were unable to verify if this payment was in fact Board approved 

and if the payment was a gift or a loan.   

 

Payroll Advances. Board officials informed us that three employees were given payroll 

advances from Checking Account II, totaling $2,950. We interviewed one of the employees who 

explained that because their Notices of Personnel Action (NOPA) were not processed in time, 

they were paid out of the checking account. Board officials indicated that the payroll advances 

were repaid, but 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 Checking Account II. 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, corporationséor other charitable 

organizations into the Territorial Scholarship Fund. Finance is the trustee of the Fund. 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 scholarship sponsor into 

the Territorial Scholarship Fund managed by Finance, the Board deposited the contributions into 

the unauthorized Checking Account II.  

 

As a result of the Boardôs non-compliance with Title 17, Section 171 of the Code and 

Finance Memorandum No. 027-2010, Finance was unable to monitor, or manage, the 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 ñofficial dutiesò of the Board members eligible for stipends. 
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2. Follow the Codeôs stipulation that stipends for non-Board and non-committee 

meetings be paid at the $50 rate. 

 

3. Develop and implement policies and procedures addressing the timely submission 

of stipend claims to help prevent duplicate payments. 

 

4. Follow the Code and Governmentôs Travel Regulations regarding $75 per diem 

limit . 

 

5. Properly account for cash advances. 

 

6. Set up a separate account for teachersô certification fees at Finance. 

 

7. Consult with Finance on the two unauthorized checking accounts to ensure 

compliance with Financeôs operating procedures. 

 

8. Ensure all payroll expenses are made through the ERP System. 

 
V.I. Board of Educationôs Response 

 

The Board agreed with the first recommendation regarding clarifying ñofficial dutiesò of 

the Board members eligible for stipends. In response, the Board indicated that they are in the 

process of amending their Bylaws to include a more stringent code of ethics and clear 

delineations of the roles of members and staff. Board officials pointed out that these changes 

were updated and approved on June 28, 2019. It was stated that additional amendments to the 

Bylaws are being considered in response to the Audit. 

 

For the second recommendation that stipends for non-Board and non-committee meetings 

be paid at the $50 rate, the Board, for the most part, agreed with the recommendation. It was 

stated that the Board almost immediately complied with the opinion from the then-Attorney 

General that a stipend of $75 is paid for attendance at all, or part of, official Board meetings and 

$50 for all other official duties. The 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, in the response, did not directly address the third recommendation to develop 

and implement policies and procedures for the timely submission of stipend claims to prevent 

duplicate payments. However, the Board agreed that they lacked effective controls over stipend 

payments. It is the Boardôs opinion that the finding suggests that members cannot collect 

stipends for time spent at committee meetings where there is less than a quorum of the Board.  

 

Regarding duplicate stipend payments, the Board indicated that there was a meeting on 

August 8, 2016, but no formal meeting on September 2, 2016. The Board maintains that they 

could not fully respond to the issue on duplicate stipend payments 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. 
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Additionally, the Board took exception to the finding that stipends paid to Board 

members who are Government employees constitute ñdouble dippingò and, as such, is a violation 

of Title 3, Section 65(e) of the Code. The Board asserts that this finding is almost entirely based 

on the then-Attorney Generalôs opinion that prohibits members who are Government employees 

from receiving stipends while on administrative leave from the Government. The Board took 

issue with the conclusion that because these statutes exclude Government employees from 

receiving stipends, those restrictions apply to the Board as well. The Board maintains that there 

is no law or construction that could support that conclusion.  Also, the Board indicated that the 

Legislature took the opportunity, with several other boards or commissions, such as the Board 

members of the Virgin Islands Waste Management Authority (29 V.I.C. § 497(c)) and the Virgin 

Islands Port Authority (29 V.I.C. § 541(d)), to expressly forbid stipends to Government 

employees.  

 

The Board took exception to the fourth recommendation regarding following the Code 

and the Governmentôs Travel Regulations concerning the $75 per diem limit. While the Board 

agrees that staff should be paid at the $75 per diem, they maintained that members of boards and 

commissions are not bound to the $75 rate. It is the Boardôs opinion that Executive Order No. 

439-2008, dated May 19, 2008, is expressly limited to department heads, agency heads and other 

employees of the Government.   

 

In regards to the fifth recommendation to properly account for cash advances, the Board 

disagreed with the recommendation. The Board contends that the Governmentôs Travel 

Regulations, as expressed in Executive Order No. 439-2008, does not apply to Board members. 

Nonetheless, the Board recognizes that the Code also authorizes reimbursement to members for 

actual expenses, which requires that members account for their per diem. In the comments, 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 for travel expenditures. With respect to 

employees, the Board said the Governmentôs Travel Regulations will be followed from 

henceforth.  

 

Furthermore, Board officials maintain that they appropriately accounted for cash 

advances for canceled travel and will continue to seek reimbursement for any unused cash 

advance. The Board acknowledges that a member had to reimburse the Board for canceled travel. 

However, Board officials assert that the matter was fully resolved and documented, but had 

concerns because it was mentioned in the audit. It is the Boardôs opinion that the audit addressed 

this issue because auditors could not find proof of travel regarding a retained travel advance 

issued to a member for a 2014 conference. The Board indicated that they first sanctioned the 

member from travel for approximately one year, and the member readily accepted. Board 

officials contend that they are not aware of any other member who retained a travel advance for a 

canceled trip, as is suggested in the Audit. 

 

 

The Board agreed with the sixth recommendation regarding setting up a separate account 

for teachersô certification fees at the V.I. Department of Finance. The Board indicated that they 

began a process of looking at all of its accounts to determine which funds would be appropriately 
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placed in its own revolving fund established through legislation, and those which require 

placement into the Territorial Scholarship Fund. As part of this process, the Board plans to 

establish a revolving fund for certification fees.   

 

Additionally, in the Boardôs response, they took exception to the finding that the Board, 

in 2015, approved the purchase of gifts for outgoing members. The Board stated that because the 

gift purchase went beyond $500, the member paid the additional amount and sought to be 

reimbursed. However, the Board contends that due to a delay in receiving the reimbursement, the 

member requested to be paid out of the Boardôs checking account.  

 

Based on the Boardôs response, they complied with the seventh recommendation to 

consult with Finance on the two unauthorized checking accounts to ensure compliance with 

Financeôs operating procedures. However, the Board disagreed that Title 17, Section 171(b) of 

the Code requires that all funds it receives as gifts, donations, etc, be deposited 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 use its discretion regarding donations, gifts and other 

contributions, as they are private funds. 

 

Lastly, the Board agreed with the eighth recommendation regarding ensuring all payroll 

expenses are made through the ERP System. In the comments, the Board plans to implement 

Finance policies that forbid certain payments from the checking account(s) and require that the 

ERP system be utilized for expenditures over a certain amount. Regarding payroll advances, the 

Board accepts the finding, and further stated that providing employees advanced pay out of the 

bank accounts is not a normal practice of the Board. In response, the Board provided documents 

that the employees repaid the advances. The Board indicated that all three employees fully repaid 

the advances and said the proof consists of six deposit slips dated between March and May 2016.  

 

V.I. Inspector Generalôs Comments 

 

Based on the Boardôs responses, we will consider the first and second recommendations 

to be resolved, but not yet implemented pending our receipt of a copy of the approved, revised 

Bylaws and the comprehensive financial policies.  

The Board did not specifically address the third recommendation. However, we want to 

comment on the Boardôs statement that the finding suggests that members cannot collect stipends 

for time spent at committee meetings where there is less than a quorum of the Board. First, we 

did not take issue with Board members' ability to receive stipends for committee meetings. The 

Audit referenced a quorum at the committee level.  We stand by our finding that Board members 

received a $75 stipend reserved for ñofficial meetingsò that required a quorum of committee 

members.  

Regarding duplicate stipends, the Audit never inferred that the two dates were related. 

September 2, 2016 is an example of stipends paid for ñother meetings,ò without a description of 

the nature of the meeting. While August 8, 2016 represents the date a Board member was paid 
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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. 

In response to the Boardôs issue on double-dipping, we relied on the opinion obtained 

from the then-Acting Attorney General. We suggest the Board contact the Attorney Generalôs 

Office with any concerns they have on this matter. 

 

Regarding the Boardôs response to the fourth recommendation, we do not agree that the 

Executive Order on Travel Regulations bounds only the Boardôs employees and not Board 

members. We stand by our finding in the report.  Because of the Boardôs position on this matter, 

we suggest the Board seek assistance from the Attorney Generalôs office for clarification.  

 

Furthermore, concerning the Boardôs response to the fifth recommendation, we do not 

agree that the Board appropriately accounted 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 business 

practice dictates that any unspent Government funds should be returned to the Government 

within a reasonable amount of time. It was after two years of not accounting for the cash advance 

that the Board took corrective action against one of the two Board members cited in the report. 

We do not agree that the Board has the discretion to make alternative agreements contrary to 

Government regulations.  

 

Based on the response made, we will consider the sixth recommendation resolved, but 

not yet implemented, pending proof that the Board established a separate revolving fund with 

Finance for teachersô certification fees.  

 

Although there was no recommendation on the issue of the gift purchases, the Board 

disagreed with the assertion that the Board in 2015 approved the purchase of gifts for outgoing 

members. However, we were informed by a former employee that the Board approved the 

purchase of gifts for out-going members. More importantly, the money for the gifts should not 

have been paid out of the checking account. The checking account was to be used solely for 

teachersô certification and scholarships. 

 

Based on the Boardôs response, we will consider the seventh recommendation concerning 

the two unauthorized checking accounts resolved. However, we do not agree that the Board has 

the discretion to establish accounts outside of the Department of Finance.  The Board cannot 

create accounts outside of Financeôs knowledge and consultation. Finance should govern any 

gifts or donations made to the Government of the Virgin Islands, whether private or federal 

funds. 

 

 Also, considering the Boardôs response, we will determine the eighth recommendation 

resolved, but not yet implemented, pending our receipt of the Boardôs finance policies that forbid 

certain payments from the checking account(s).  

 

 Additionally, the Board provided, and we reviewed, the copy of a bank statement, and six 

stamped deposit slips along with the Advance Paycheck Payment Agreements to demonstrate 

that employees repaid their pay advances. However, we could not determine if the deposits were 
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attributed to monies received from the employees.  Additional support for the deposited cash and 

checks to identify its source is needed.  For example, an image of the deposited check and/or a 

valid receipt issued to the employees upon repayment would satisfy the evidence required.  
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FINDING 3: CONTRACTS  

 

Our audit revealed that the Board: (i) entered into contractual agreements without the 

approval and legal sufficiency of Property and Procurement 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; and, (ii) paid $588,164 to a non-licensed contractor.  

 

Background 

 

 Title 31 of the Code includes statutes to authorize Property and Procurement with 

responsibility of ensuring that Government entities procure goods and services in a most 

economic and efficient manner. In addition, Executive Order No. 477-2016, mandates that all 

executive departments, agencies, boards, and commissions strictly comply with the 

Governmentôs procurement laws as provided in the Code. 

 

Title 31, Section 232 of the Code states that the Commissioner of Property and 

Procurement shall purchase or contract for all supplies, materials, equipment, and contractual 

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, Contract Procedure, states in part, that all purchases 

of, and contracts for supplies, materials, equipment, and other contractual services shall be based 

on competitive bids. Moreover, all prospective bidders must: certify that they are registered with 

the Office of the Lieutenant Governor (Lt. Governorôs Office), have a business office in the 

Virgin Islands, have been licensed for at least one year by the Department of Licensing and 

Consumer Affairs (Licensing) to do business in the Virgin Islands and at the time of the 

submission of the bid have no outstanding tax 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 $50,000. Title 31, Section 235 of the Code 

further requires competitive bids for all purchases over $50,000. Additionally, Property and 

Procurementôs, Procurement Process Overview and Guide, requires that Government entities 

submit a justification letter for purchases above $5,000. The justification letter must describe 

why the government entity needs the purchase, and ensure that the agency obtains the best price. 

  

In addition, Property and Procurement had issued Division of Procurement Memorandum 

No. 012016 which addressed Advertisements, Requisitions, and Construction Contract 

Payments.  
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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 several conflicting 

responses. Responses ranged from the position that the Board is not required to follow the 

provisions of Title 31 of the Code, to the position that the Board is required to follow the Codeôs 

provisions. We were also informed that the Board does not have internal policies and procedures 

for procurements.  

 

In an interview with a former Deputy Commissioner of Property and Procurement, it was 

stated that boards and commissions of the Executive Branch, that were not specifically exempted 

from the Code, should 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 process. A valid 

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 whom the Board 

had disbursed at least $20,000 in contract payments to each during fiscal years 2013 through 

2016. We note that all of these contracts were prepared through the Boardôs attorney. Our eight 

sampled contractors are listed in the following schedule.  

 

Selected Listing of V.I. Board of Education Contractors 

 

FY 2013 - 2016  

 Contractors Contractor Service Amount 

Contractor 1 Information Technology Services  $146,838  

Contractor 2 Information Technology Services          21,400  

Contractor 3 Janitorial/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 Assistant     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 obtained. Additionally, the Board after repeated 

requests, did not provide transcripts to demonstrate that seven of the eight service contracts were 

voted on or approved. Further, none of the sampled contracts were processed through Property 

and Procurement for approval, or Justice for legal sufficiency. We found that one of the 

contractors did not possess a valid business license and was ten years delinquent in registration 
with the Lt. Governorôs Office. Overall, from Fiscal Years 2007 to 2017, the Board expended 

$588,164 in payments to this unlicensed contractor.  
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Contract Monitorin g 

 

There appeared to be very little, if any, monitoring of the Boardôs contracts. When asked 

who was responsible for the monitoring of contractor performance, again Board members and 

staff gave conflicting answers. Accordingly, we inquired with Property and Procurement 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 contractual agreement 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 of 

work and compensation schedule to guide the agency to get the goods or services purchased.  

  

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 number 

of hours worked. We found that the Board did not enforce this contract stipulation. We reviewed 

the contractorôs invoice billings and observed that the invoices were not itemized and detailed, 

but instead submitted in a summary format. The invoices did not explicitly show how much time 

the contractor spent on tasks billed for as required per the contracts. The Board personnel stated 

they could not verify with certainty what was billed for, in relation to the work 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 work and billed for these services without first 

clearing it with the Board.  This caused disputes between the Board and the contractor. The 

contractor was eventually paid for the extra work. 

 

The contracts also required that there be an evaluation of the contractorôs performance. 

According to the contract, the Executive Director was required to evaluate the contractor every 

September. We inquired about these evaluations and were told by a former Executive Director 

that they were done. However, the Board did not provide any evaluations. Thus, we 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 regulations of any governmental authority or agency having 

jurisdiction. An inquiry with the Lt. Governorôs Office, Division of Corporations and 

Trademarks, revealed that this contractor owed franchise taxes and annual reports for the years 

of June 30, 2005 through 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 for over ten years.   

Had the Board complied with Property and Procurement laws, they may not have entered into a 

10-year relationship with an unlicensed contractor.  
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Recommendations 
 

We recommend that the Board: 

 

1. Comply with the Governmentôs procurement laws and Executive Order No. 477-

2016. 

 

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

 

V.I. Board of Educationôs Response 
 

The Board did not specifically address the first recommendation. However, based on the 

comments made, they appear to generally agree that the Board comply with the Governmentôs 

procurement laws and Executive Order No. 477-2016.   

 

The Board stated that it accepted that specific contracts cited in the report did not go 

through a competitive bidding process through the 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 and are specifically exempted from the procurement process under 31 V.I.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 that the Virgin Islands 

procurement guidelines have been followed with regard to both ñpersonalò service contracts and 

leases. 

 

The Board is in the process of creating regulations that include a procurement process 

that requires compliance with the Governmentôs procurement process where applicable.  For all 

other contracts, the Board must have its own competitive bid process.  Additionally, the Board 

recognizes it must provide financial and contract policies that specify what contracts require 

board approval.  

 

The Board did not specifically address the second recommendation.  Instead, 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 thoroughly reviewed 

whether the contractor was meeting the Boardôs IT needs.  The Board discussed the review of the 

contractor's services extensively, as well as concerns raised by staff regarding the detail needed 

for invoices.  The difference centered around the request 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.   
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Transcripts from 2013 and 2014 show several discussions of the work done by the IT 

contractor, which went beyond IT services.  The Board was aware, and indicated that the 

Executive Director monitored the IT Consultantôs work. The Board received reports either from 

the Executive Director or the contractor.   

 

V.I. Inspector Generalôs Comments 

 

We stand by our findings contained in this report.  It is our position that the Board 

comply with the Governmentôs procurement process.  As far as the Board creating its own 

competitive bid process for ñother contractsò that they deem do not fall under the oversight of 

Property and Procurement, it is our position that the Board ensures that any internal policies 

remain in compliance with those of Virgin Islands Department of  Property and Procurement.  

 

Our report addressed the Boardôs entering into contractual agreements without going 

through Property and Procurement. There were five contracts for which the Board provided no 

documentation to show that competitive bids were obtained. 

 

Title 31, Sections 236, 239(a)(4) and 239(b) does not exempt professional services 

contracts from the procurement process.  The Code sections cited guide  how procurement is 

done under certain circumstances.  None of the contracts noted in the report were procured under 

Section 239(b) ñpublic exigency.ò The Board provided no documented proof that the contracts 

fall under public exigency.   

 

Until the Board provides a copy of their regulations to adhere to the Governmentôs 

procurement process, and evidence that the creation of its own competitive bid process is not in 

conflict with those of Property and Procurement, we 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 performance.   

 

The IT Contractor provided services to the Board of Education for approximately 10 

years before the Board ordered an audit, in 2015, of the contractor's services.  In the Boardôs 

response, they acknowledged that there were issues that needed to be addressed 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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