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EXECUTIVE SUMMARY 
 

 The following summarizes the major findings from the Audit of Governor Juan F. Luis 

Hospital (Hospital) Contract Administration (AR-04-71-19). 

 

Finding 1: Internal Controls (pages 7 to 11) 

 

• Hospital officials did not always follow the internal controls put in place to safeguard the procurement of 

goods and services. 

• Specifically, Hospital officials did not always follow competitive bidding and other procurement 

procedures or the approval process for purchases.   

• Hospital officials did not follow the safeguards put in place requiring all expenses and contracts 

exceeding $100,000 to be approved by the Board, and any corresponding changes or amendments made 

to such contracts have the Board’s approval.   

• Hospital’s management did not consistently follow its procurement policies and regulations.   

• As a result, Hospital officials procured goods and services outside of the normal procurement 

process.   

• Hospital officials purchased goods and amended contracts without proper approvals. 

 

Finding 2: Questionable Management Decisions (pages 13-22) 

 

• Crucial decisions made by the Hospital’s management between 2017 and 2019 negatively impacted the 

hospital’s ability to meet deadlines, minimize lost revenue, and cost.  

• Specifically, Hospital management’s (i) decision to exclude essential work/scope items from initial 

RFPs, and (ii) not timely addressing an emergency service contract, resulted in project delays, lost 

revenue and added cost.  

• Hospital management teams did not fully understand its procurement needs.   

• Hospital management teams did not effectively plan and execute its scope of work and contracting 

needs.  

• As a result, the Hospital expended over $1.4 million on a temporary operating room that was never 

utilized.   

• The Hospital has experienced an over two-year delay in opening the temporary hospital (known as JFL 

North), thereby costing the Hospital lost revenue due to patients being flown off-island for service 

usually performed at the hospital. 

•  The Hospital paid a contractor over $1.3 million for services initially deemed an emergency that 

spanned over three years. 

 



 

 

 

 

 

Finding 3: Frequent Management Turnover (pages 23-28) 

 

• The Hospital experienced a high management turnover rate among key positions that played a prominent 

role in the procurement process.   

• Specifically, over five years, the Hospital saw five CEOs, three CFOs, and three Chief Legal Counsels, 

all positions that served at its Board's pleasure and played a significant role in the procurement process.  

• The Hospital lacked full-time staffers in the administrative/middle management positions to maintain the 

continuity of the Hospital's daily operations when key managers left.  

• As a result, the Hospital wasted time and money when newly-hired staff did not have access to files and 

electronic records established by a previous management team.  
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  April 26, 2022 

 

 

Dr. O. Anne Treasure, Acting Chairperson  

St. Croix District Governing Board 

Government Hospitals and Health Facilities Corporation 

4007 Estate Diamond Ruby, Christiansted  

St Croix 00821 

 

 

Dear Acting Chairperson Dr. Treasure: 

 

This report contains the result of our audit of Governor Juan F. Luis Hospital (Hospital) contract 

administration.  The objective of the audit was to determine if the Hospital solicited, awarded, 

and monitored contracts per its policies, applicable laws, and regulations. 

 

We found that Hospital officials did not always follow the internal controls put in place to 

safeguard the procurement of goods and services.  Specifically, officials did not always follow: 

(i) procurement procedures for competitive bidding and the approval process for purchases; and, 

(ii) the Board’s requirement that all expenses and contracts exceeding $100,000 be approved by 

the Board and any corresponding changes or amendments have the Board’s approval.  In 

addition, the Hospital’s management between 2017 and 2019 made questionable decisions that 

resulted in the Hospital paying $1.4 million on a temporary operating room never utilized; a 

two-year delay, and lost revenue1 related to the temporary hospital (known as JFL North); and, 

paying $1.3 million for services obtained under an emergency contract that has lasted more than 

three years.  Furthermore, the Hospital experienced a high management turnover among key 

positions and lacked a continuity plan to ensure limited disruption of its operations.  Over five 

years, the Hospital saw 5 CEOs, 3 CFOs, and 3 Chief Legal Counsels, and did not have full-

time staffers in the administrative/middle management positions to maintain the continuity of 

the Hospital's daily operations when those key employees left.  

 

We attribute these conditions to the Hospital management team’s (i) not following its 

procurement policies and regulations consistently, (ii) not fully understanding its procurement 

needs, and; (iii) not effectively planning and executing its scope of work and contracting needs, 

and (iv) not ensuring that proprietary information held by former key employees were turned  

 
1 During a Senate Committee meeting on Healthcare, lawmakers expressed concerns over the delay of a fully  
Operational JFL North. Patients are transferred off-island for routine care generally performed at the  
hospital. We requested, but were not provided information to quantify the estimated loss revenue due to  
the transfer of patients off-island. 



 

 

 

 

 

 

over to the hospital to ensure its smooth operations, and not having adequate middle-

management staff to maintain the Hospital’s operation. 

 

As a result, officials procured goods and services outside of the normal procurement process, 

purchased goods, and amended contracts without proper approvals.  Also, officials made 

decisions that significantly delayed the temporary hospital's opening, resulting in lost revenue 

due to patients being sent off-island for services usually performed by the hospital. 

 

Finally, the Hospital lost valuable time when new staff did not have access to files and 

electronic records established by a previous management team.  

 

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

recommendations addressed the following areas: (i) following procurement procedures, (ii) 

payment reporting, (iii) maintaining files, (iv) obtaining professional Capital Project services, 

(v) adequate staffing, and (vi) continuity plan for critical management functions. 

 

An Exit Conference was held on February 1, 2022.  During the conference, Board Members 

requested additional time to provide information that could impact the contents of some matters 

presented in the report.  As a result, we agreed to delay issuing the official draft, pending the 

timely submission of the additional information.  Overall, there was general agreement with the 

findings and recommendations made in the report.  Subsequently, Hospital officials provided 

the added information on February 18, 2022, and we made all necessary adjustments to this 

audit report.   

 

A response to the recommendations, dated April 11, 2022, was submitted and is included as 

Appendix I beginning on page 29 of this report. 

 

 

If you require additional information, please call me at (340)774-3388. 

 

Sincerely, 

 

 

Delia Thomas, CFE 

Deputy Virgin Islands Inspector General  

 

cc:   Honorable Albert Bryan, Jr.,  

       Governor of the Virgin Islands 

 

 



TABLE OF CONTENTS 

 

            Page 

INTRODUCTION 

Background ......................................................................................................................................1 

Objective, Scope, and Methodology ................................................................................................2 

Prior Audit Coverage .......................................................................................................................3 

 

RESULTS 
 

Conclusions ......................................................................................................................................5 

 

Finding 1: Internal Controls .............................................................................................................7 

 Background ................................................................................................................................7 

 Adherence to Laws, Policies and Procedures  ...........................................................................8 

       Competitive Bidding … .......................................................................................................8 

   Approval Levels ................................................................................................................ . 9 

       Amendments ..................................................................................................................... . 9 

 Recommendations  .................................................................................................................. 10 

 Board’s Response.................................................................................................................... 10 

 Office of the V.I. Inspector General’s Comments .................................................................. 11 

  

Finding 2: Questionable Management Decision ........................................................................... 13 

 Background ............................................................................................................................. 13 

 Unused Temporary Operating Room ...................................................................................... 14 

 Modular Hospital/JFL North Delay ........................................................................................ 15 

  Furniture and Equipment .................................................................................................. 16 

  Radiology Department ...................................................................................................... 17 

 Utilities Contract ..................................................................................................................... 17 

 Emergency Maintenance Work............................................................................................... 18 

  Vendor Contract for Emergency Work ............................................................................. 18 

  Task #1 .............................................................................................................................. 18 

  Task # 2 ............................................................................................................................. 19 

  Engineer Firm Recommendation ...................................................................................... 19 

  Board Concerns ................................................................................................................. 19 

 Recommendations ................................................................................................................... 20 

 Board’s Response.................................................................................................................... 21

 Office of the V.I. Inspector General’s Comments .................................................................. 22 

 

Finding 3: Frequent Management Turnover ................................................................................. 23 

 Background ............................................................................................................................. 23 

 Employee Turnover from 2015-2019 ..................................................................................... 24 

  Lack of Transition ............................................................................................................. 25 

  Contract Files .................................................................................................................... 25 

  Invoices/Receiving Reports .............................................................................................. 25 



TABLE OF CONTENTS 

 

            Page 

  

       Computer Software ........................................................................................................... 26 

 Continuity Plans ...................................................................................................................... 27 

 Recommendations ................................................................................................................... 27 

 Board’s Response.................................................................................................................... 27

 Office of the V.I. Inspector General’s Comments .................................................................. 28 

 

APPENDICES 
 

Appendix I Board’s Response.................................................................................................. 29 

Appendix II Additional Information Needed to Close Recommendations ............................... 37 

Appendix III Official Report Distribution .................................................................................. 39 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

1 
 

 

INTRODUCTION 
 

BACKGROUND 

 
In 1982 the St. Croix Hospital was constructed and commissioned by the Virgin Islands 

Government (Government), with financial assistance from the Federal Government.  In 1994, in 

honor of the former Governor, Juan F. Luis, the Government renamed the St. Croix Hospital the 

Governor Juan F. Luis Hospital and Medical Center (Hospital).  In September 2017, a category 

five hurricane, Maria, damaged the Hospital.  In May 2019, the Governor of the Virgin Islands 

announced that FEMA approved the Government’s $80 million requests to cover the cost of 

replacing the Hospital.  

 

On September 2, 1994, Title 19, Chapter 16 of the Virgin Islands Code (Code) was enacted to 

establish the Virgin Islands Government Hospitals and Health Facilities Corporation 

(Corporation).  The Corporation is run by the Territorial Board of Directors (Territorial Board), 

consisting of fifteen members appointed by the Governor.  The Territorial Board is a semi-

autonomous, public entity of the Government.  The Territorial Board has two district governing 

boards, the St. Croix District Board and the St. Thomas/St. John District Board.  The Territorial 

Board has jurisdiction over operations at the Hospital, the Roy Lester Schneider Regional 

Medical Center on St. Thomas, and the Myrah Keating Smith Community Health Center on St. 

John.  The St Croix District Board has oversight of the Hospital’s operations.   

 

Each District Board shall have nine members, all of whom shall represent their respective island 

district.  At least two members of the St. Thomas-St. John District Board shall represent St. John.  

District Board members shall serve terms of three years.  All members of District Boards shall be 

appointed by the Governor with the advice and consent of the Senate, except that two of the 

members shall be a doctor and a nurse, who are not employed by a Government Hospital or 

Health Facility, and elected from their respective members to serve on the District Board. 

 

Upon nomination of a District Board member, the Governor declares whether the nominee is 

also appointed to the Territorial Board.  The District Board elects its own Chairman and such 

other officers as it deems appropriate.  

 

The District Boards formulate policy and planning procedures consistent with the Territorial 

Board's hospital policy and planning procedure.  According to the Code, the Territorial Board 

and the District Boards delegate management operations to its staff and hold them accountable 

for executing hospital policy decisions.  These powers include, but are not limited to, quality 

assurance, procurement of supplies and equipment, and financial services.   

 

The Hospital's purpose, as stated, is to provide quality, comprehensive health care through 

efficient management practices for hospitals and health facilities; and to demonstrate its ability to 

effectively operate the territorial health care delivery system through fiscal responsibility and 

efficient management.  

 

As part of the management process, the Territorial Board is required to adopt and place into 
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effect Procurement Rules and Regulations for competitive bidding within 90 days after the 

enactment of Title 19, Section 245a of the Code.  Specifically, Section 245a requires that all 

purchases and contracts for supplies or services and equipment, except for personal services be 

made after advertisement for bids for amounts that exceed $25,000.  If the purchase or the 

contract is for medicine, hospital, laboratory, surgical equipment and supplies and other 

exceptions listed under Sections 245a, then the purchase or work may be carried out without 

advertisement for bids.  

 

Consequently, all purchases and contracts for supplies, non-personal services, and equipment 

costing over $25,000 made by the Territorial Board, or respective District Boards, should comply 

with applicable procurement laws, rules, regulations, and policies and procedures. 

 

The Hospital’s records showed payments made to vendors for FY 2017 - FY 2019 as follows: 

 

Fiscal 

Year 

Check Register Details 

2017       $  46,736,150 

2018           32,217,687 

2019           58,320,560 

Total       $137,274,397 

 

The Code sections applicable to this audit includes respective parts of Title 19 Chapters 15 to 17, 

as well as the following: Title 31 VIC §239; covering Open Market Purchases; Title 31 VIC 

§236; covering Preferred Bidders; Title 31 VIC §239-10; covering procurement of Medicine or 

Medical supplies.  Also, Department of Property and Procurement's Procurement Manual and 

Policy No. 012016 before November 2018, and the Governor's Executive Order No. 477-2016: 

Contract and Procurement. 

 

OBJECTIVE, SCOPE, AND METHODOLOGY 

 

The audit was initiated based on a request from the St. Croix District Board.  The audit objective 

was to determine if the Hospital solicited, awarded, and monitored contracts per its policies, 

applicable laws, and regulations.  The scope includes contract administration of the Hospital 

during fiscal years 2017 through 2019. 

 

We conducted this performance audit in accordance with the “Government Auditing Standards” 

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.  

 

To accomplish our audit objective, we reviewed relevant laws, rules, regulations, policies, and 

procedures.  We also interviewed various staff to understand the processes and procedures for 

initiating and managing a contract.  We requested and reviewed contracts and procurement 



 

 

3 
 

 

documents to understand the Hospital’s procurement process.  We reviewed the accounting 

process to understand how the Hospital’s personnel managed the payment portion of contracts.  

Finally, we selected a judgmental sample of contracts and reviewed contract terms and 

conditions along with related records, including invoices, procurement documents, and contract 

modifications and amendments.   

 

PRIOR AUDIT COVERAGE 

 

We did not find any external audits conducted on the Hospital contracts/procurement process 

during the past five years.  However, we were provided with an audit report conducted by BKD 

CPAs & Advisors on the financial statements of Governor Juan F. Luis Hospital and Medical 

Center for the fiscal year ended September 30, 2017.   The audit report lists several areas of 

material weakness to include Reconciliation of Accounts Payable and Approval of Purchase 

Orders.  Also, the auditors noted that "multiple invoices for goods and services were paid 

without an approved purchase order" and that the "lack of oversight could lead to 

misappropriations of Hospital funds through the payment of authorized purchases.”  
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RESULTS 
 

CONCLUSION 
 

Our audit found that Hospital officials did not always follow the internal controls put in place to 

safeguard the procurement of goods and services.  Specifically, officials did not always follow: 

(i) procurement procedures for competitive bidding and the approval process for purchases; and, 

(ii) the Board’s requirement that all expenses and contracts exceeding $100,000 be approved by 

the Board and any corresponding changes or amendments have the Board’s approval.  In 

addition, the Hospital’s management between 2017 and 2019 made questionable decisions that 

resulted in: (i) the Hospital paying $1.4 million on a temporary operating room never utilized; 

(ii) a two-year delay and lost revenue2 related to the temporary hospital (known as JFL North); 

and, (iii) the Hospital paying $1.3 million for services obtained under an emergency contract that 

has lasted more than three years.  Furthermore, the Hospital experienced a high management 

turnover among key positions and lacked a continuity plan to ensure limited disruption of its 

operations.  Over five years, the Hospital saw 5 CEOs, 3 CFOs, and 3 Chief Legal Counsels, and 

did not have full-time staffers in the administrative/middle management positions to maintain the 

continuity of the Hospital's daily operations when those key employees left.  

 

We attribute these conditions to the Hospital management teams: (i) not following procurement 

policies and regulations consistently, (ii) not effectively planning for its procurement needs in 

executing its scope of work and contracting needs, and (iii) not ensuring that proprietary 

information held by former key employees were turned over to the Hospital to ensure its smooth 

operations, and not having adequate middle-management staff to maintain the Hospital’s 

operation.  

 

As a result, officials procured goods and services outside of the normal procurement process, 

purchased goods, and amended contracts without proper approvals.  Also, officials made 

decisions that delayed the opening of the temporary hospital over two years and resulted in lost 

revenue due to patients being sent for services usually performed by the Hospital. 

 

Finally, the Hospital lost valuable time when new staff did not have access to files and electronic 

records established by a previous management team. 

 

 

 

 

 

 

 

 
2 During a Senate Committee meeting on Healthcare, lawmakers expressed concerns over the delay of a fully 
operational JFL North. Patients are transferred off-island for routine care generally performed at the Hospital. We 
requested, but were not provided information to quantify the estimated lost revenue due to the transfer of 
patients off-island. 
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FINDING 1:  INTERNAL CONTROLS 
 

Hospital officials did not always follow the internal controls put in place to safeguard the 

procurement of goods and services.  Specifically, Hospital officials did not always follow: (i) 

competitive bidding and other procurement procedures or the approval process for purchases; 

and, (ii) the safeguards put in place requiring all expenses and contracts exceeding $100,000 to 

be approved by the Board, and any corresponding changes or amendments made to such 

contracts have the Board’s approval. 

 

We attributed this to the Hospital’s management not consistently following its procurement 

policies and regulations.  As a result, Hospital officials procured goods and services outside of 

the normal procurement process, purchased goods, and amended contracts without proper 

approvals.  

 

Background 

 

The Virgin Islands Hospital and Health Facilities Corporation Procurement Policies 

(Procurement Policies) were established and implemented in August 1999 per Title 19, Section 

245a of the Code.    

 

The Code section requires that all purchases and contracts for supplies or services and 

equipment, except for personal services, made by the Corporation or the respective District 

Boards, including contracts for the Corporation's facilities, be made after advertisement for bids. 

 

The law provides several exceptions to this section of the law.  Specifically, a purchase order for 

services or contract does not need to go through competitive bidding if it meets the following 

criteria: 

• Goods are for $25,000 or less; 

• Medicine, hospital, laboratory, surgical equipment, and supplies; 

• Emergency goods and services that require immediate delivery of the materials, supplies, 

equipment, or performance of the services; 

• Repair parts, accessories, or supplemental equipment or services; 

• Supplies or services previously furnished or contracted for; 

• Professional, financial, including financial planning, or other expert services or work  

required, and the District Board considers it in the best interest of good administration 

that contracts, therefore, be made without such advertisement; or  

• Goods whose prices are non-competitive because there is only one source of supply or 

because regulated under the law (and in such case the purchase of such materials, 

supplies, or equipment or procurement of such services may be made in the open market 

in the manner usual in commercial practice). 

 

Furthermore, Hospital Procurement Policies prohibit artificially dividing procurement into 

smaller amounts for the sole purpose of avoiding competitive bidding or meeting one of the 

above thresholds. 
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The procurement manual requires that each District Board delegate to the Chief Executive 

Officer (CEO) authorization to execute contracts and make purchases per Title 19 Section 245a.  

 

On September 26, 2018, upon the appointment of an Acting CEO, the Hospital’s Board approved 

a resolution that states that the Hospital’s “Acting CEO or her designee was authorized to 

execute contracts, agreements, and checks on behalf of the Hospital up to $100,000 for a single 

contract, agreement, or check.” The resolution stated that when "such contracts, agreements, and 

checks are part of a series of values exceeding $100,000 annually, the CEO or their designee 

certifying officer(s) is required to gain approval from the St. Croix District Governing Board," 

 

Additionally, the Hospital follows the Government Procurement Policy.  That policy dictates that 

recurring services must be tied to a contract irrespective of the aggregate cost.  

 

Adherence to Laws, Policies and Procedures 

 

The Hospital’s Management procured some contracts and services outside of its procurement 

laws, regulations, policies and procedures and the Board’s best practice policies for contracts.  

Specifically, Hospital officials did not always follow requirements governing competitive 

bidding and procurement approval. 

 

Competitive Bidding.  The Hospital's procurement regulations for purchases made for $25,000 

or more require competitive bidding.  We reviewed the Hospital’s 2017-2019 payment registers 

and found several instances of payments of $25,000 or more made to vendors outside of the 

competitive bidding requirement.  For example, the following schedule details three vendors who 

received a single payment above $25,000 or a series of smaller payments, for related services, 

totaling more than $25,000 within three consecutive months. 

 

VENDOR TOTAL PAYMENTS SERVICE PROVIDED TIME PERIOD 

1       $58,590 Plumbing Nov. 2016 to Jan. 2017 

2       $26,310 

      $33,295 

Trash Removal 

Trash Removal 

March 2017 

July 2017 

3       $37,575 Electrical Services Apr - June 2017 

 

As shown above, Vendor 1 was paid $58,590 over three consecutive months for plumbing 

services provided to the Hospital.  Specifically, during the months November 2016, December 

2016, and January 2017, Vendor 1 was paid $19,530 during each of those months.  Also, Vendor 

2 provided trash removal services to the Hospital and was paid $26,310 in March 2017, and 

$33,295 in July 2017.  In addition, over three consecutive months, the Hospital paid Vendor 3, 

$37,575 for electrical services performed at the Hospital.   

 

Hospital officials did not provide support evidencing competitive bidding.  They also did not 

provide justification for not seeking competitive bids when the total payments exceeded the 

$25,000 threshold.  
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Approval Levels.  The Hospital’s Board3 placed safeguards that the Board approves all expenses 

and contracts executed for more than $100,000.  However, in reviewing the Hospital’s check 

register, we found at least five instances, as listed below, where payments, or series of payments, 

were made to vendors totaling over $100,000.  Moreover, we were not provided documents 

showing that the District Board approved the expenses. 

 

VENDOR ANNUAL 

PAYMENT 

SERVICE PROVIDED TIME 

PERIOD PAID 

1 $231,150 Sewer Services July-Sep 2017 

2 $106,399 Warehouse Rental FY 2017 

3 $390,368 Dietary Supplies FY 2017 

4 $151,819 Service for JFLH's 

Phone/Communication 

FY 2018 

5 $100,682 Consultant FY 2019 

 

As shown in the above table, Vendor 1 was paid $231,150 between July 20, 2017, and 

September 14, 2017.  A review of the proposal does not show a signature of the Hospital’s Board 

Chairperson or a representative of its Board.  Also, the Hospital management executed a contract 

with Vendor 2.  During FY 2017, the Hospital paid Vendor 2, $106,399.  A review of the 

contract shows that it was executed and signed by the Vendor and the Hospital’s interim CEO 

and not the Board.  Also, Vendor 3 was paid a series of payments in Fiscal Year 2017 that 

totaled $390,368.  A formal agreement/contract was never executed with the vendor.  In addition, 

in a series of payments in one fiscal year, Vendors 4 and 5 were paid $151,819 and $100,682, 

respectively.  Although the Hospital management executed a contract with these two vendors, 

only the CEO signatory was on both contracts. 

 

Furthermore, we found that the Hospital’s management paid all five vendors listed above more 

than $100,000 in a fiscal year.  There is no indication from the documents provided that the 

Board approved the contracts executed or payments made.  

 

Amendments.  We found that Hospital management changed or amended Board executed 

contracts without the Board’s approval.  For example, the Hospital executed a contract on May 

19, 2017, for $660,000.  The scope of work was for professional services to assist the Hospital in 

replacing its HVAC system, roofing, electrical and other repairs.  However, two amendments 

were made to the contract.  The Board’s Chairperson signed the first amendment on February 14, 

2018, with an amended cost "not to exceed $497,000;" however, the Contractor’s signature was 

not on this document.  Nine days later, on February 23, 2018, the contract was again amended 

for a price “not to exceed $537,000.”  This amendment was signed by a representative of the 

Contractor and included a signature that appeared to be the Chairperson of the Board.  However, 

 
3 The St. Croix District Board comprises nine members; however, currently, four members sit on its Board.  In the 

absence of the Board having a quorum of 5 members, contract documents are sent to the Territorial Board for 

approval.  
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upon further review, it seemed that the Chairperson's signature was not authentic.  Our further 

inquiry found that the signature on the document was found not that of the Chairperson.   

 

Also, in a letter dated August 26, 2019, a contractor provided a detailed breakdown of several 

contract changes.  The individual changes increased/decreased the scope of work and or the 

dollar amount of the contract.  However, the Board did not sign-off on any of the contract change 

orders. 

 

Another contractor submitted a project change request that showed an increased cost of $700 per 

day to vacuum a 4" sewer line.  The change request date was May 8, 2017, was done five days 

after the proposal date of May 3, 2017.  The revised proposal has no signatures.  However, 

payment records provided showed that the cost to vacuum the 4” sewer line increased again on 

April 4, 2018, to $1,200 per day.  The increased cost of $1,200 a day resulted in the Hospital 

being billed $210,000 from April 2018 through September 2018 and $445,200 in fiscal year 

2019 for the service.  We were not provided documents to show that the Board approved the 

amended price or the change order since payment was over the $100,000 threshold. 

 

Recommendations 

 

We recommend that the District Board ensure that: 

  

1. Management follows its procurement policies and procedures, regulations, and Board 

requirements. 

 

2. Management follows its competitive bidding requirements and ensures that any 

deviations and justifications are documented. 

 

3. Management personnel provides time-sensitive reports specific to payments made by the 

CEO or designee over the $100,000 threshold. 

 

4. Management properly safeguard and maintain contract documents.  

 

The Government Hospitals & Health Facilities Board’s Response 

 

The Government Hospital and Health Facilities Board (The Board), on behalf of the St. Croix 

District Governing Board (District Board), submitted an eight-page response to the draft audit 

report dated March 28, 2022.  The first two pages of the response are an executive summary of 

the Board’s response.  The subsequent four pages discussed each finding and responses to the 

recommendations.  The Board noted instances where it disagreed with some of the conclusions 

stated in sections of the report.  The final two pages were signature pages.  We will summarize 

the portions of the discussion and responses to the recommendations in the appropriate finding 

sections of the report. 

 

Regarding the first finding and the four recommendations, the response indicated agreement with 

the recommendations.  The Board indicated that some of the plans of action are either fully or 
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partially implemented and are the responsibility of the District Board, the Board, and the CEO.  

For example, based on a directive from the Board, a qualified Director of Procurement was hired.  

The Director will maintain a procurement file which will be reviewed by the Finance Committee 

of the District Board for initial vetting and approval.  The CEO was also directed to identify and 

implement a document and information management system such as SharePoint.  In addition, it 

was noted that the Hospital has purchased and begun the installation process of Office 365 as its 

organizational solution.  Once a pending upgrade to its email server is obtained to complete the 

installation process for Office 365, the Hospital will utilize SharePoint as its information 

management system to allow for the security, portability, and accessibility of files. 

 

Office of the V.I. Inspector General’s Comments 

 

Based on the response submitted, we consider these recommendations resolved, and partially 

implemented.  A future follow-up review will be necessary to determine the Hospital’s progress 

toward completing the installation of a document and information management system. 
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FINDING 2: QUESTIONABLE MANAGEMENT DECISIONS   
 

Crucial decisions made by the Hospital's management between 2017 and 2019 negatively 

impacted the hospital's ability to meet deadlines, minimize lost revenue, and cost.  Specifically, 

Hospital management’s (i) decision to exclude essential work/scope items from initial RFPs, and 

(ii) not timely addressing an emergency service contract, resulted in project delays, lost revenue 

and added cost. 

 

We attribute these conditions to the Hospital management teams (i) not fully understanding its 

procurement needs, and; (ii) not effectively planning and executing its scope of work and 

contracting needs. 

 

As a result, the Hospital expended over $1.4 million on temporary operating room trailers that 

were never utilized.  The Hospital has experienced an over two-year delay in opening the 

temporary hospital (known as JFL North), thereby costing the Hospital lost revenue due to 

patients being flown off-island for service usually performed at the Hospital.  The Hospital paid 

a contractor over $1.3 million for services initially deemed an emergency that spanned over three 

years.   

 

Background 

 

The Virgin Island Government Health & Hospital Corporation's purpose is to provide quality, 

comprehensive health care through efficient management practices for hospitals and health 

facilities; and demonstrate its ability to effectively operate the territorial health care delivery 

system through fiscal responsibility and efficient management. 

 

Centers for Medicare & Medicaid Services (CMS) sets the regulations and conditions for 

coverage and participation in its programs and guides hospitals and providers to ensure eligibility 

for the programs its offers.  CMS sets requirements for, among other things, construction and its 

contents.  

 

The Hospital’s CEO, during interviews, stated that all work completed had to meet the CMS and 

Hospital regulations. 

 

After Hurricane Maria, the New Jersey and North Carolina Emergency Management Assistance 

Compact (EMAC) hospitals loaned Juan Luis Hospital operating room trailers.  EMAC is an 

interstate mutual aid agreement that facilitates states' sharing of assistance during emergency 

events, including natural and man-made disasters.  The trailers were received in the territory in 

April 2018.  Hospital officials stated that the trailers had to be returned on August 5, 2019.  
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Unused Temporary Operating Room  

 

The Hospital’s management did not correctly anticipate the regulatory and construction 

requirements needed to bring the temporary operating rooms into compliance with CMS and 

other hospital regulatory bodies.   

 

The Hospital paid a contractor $1,414,530 for the construction/installation of Phases 1 and 1A of 

the temporary operating room trailers.  However, the facilities were never used.  In addition, 

management did not request an extension of the one-year term the trailers were on-loan to the 

Hospital.  Finally, EMAC asked for the return of the trailers after the one-year loan term had 

expired on August 5, 2019.   

 

Specifically, when the Hospital received the loaned operating room trailers, they were not 

operational.  Hospital officials indicated that they expected a trailer that could be used 

immediately.  However, upon arrival in April 2018, it became clear that the trailers needed work 

to make them operational.  The work needed to bring the trailers into CMS, and other hospitals' 

regulatory compliance was not considered when the previous Hospital management team 

executed the contract in July 2018.  The contract was to prepare the site and facilitate the 

installation of temporary operating room trailers, dialysis trailers, and temporary hardened 

structures.  According to a former acting CEO, many of the facilities' clinical aspects were not 

considered during the procurement process.  Therefore, to bring the temporary operating room 

into compliance, some of the material needed to outfit the trailers had to be sourced off island.  

As a result, a lot of time was spent locating and ordering specialty resources and making changes 

to the scope of work.  For example, the flooring had to be specially ordered because the material 

had to be mold, bacteria, and infection-free for an operating room trailer.  Also, the equipment 

source for the humidity and temperature of the trailers had to be re-evaluated because the initial 

installation could not handle the necessary "loads."   

 

Because the Hospital’s management did not properly procure for the outfitting of the temporary 

operating room trailers, the project was delayed by six months.  The contract cost increased from 

$1,905,277 to $2,196,276.  Based on the contract, the installation/construction of the temporary 

operating room was expected to be completed within 45 days after the notice to proceed, issued 

on July 23, 2018.  Compensation was not to exceed $1,905,277.  We found that the Contractor 

completed Phases 1 and 1A on February 25, 2019, almost five months past the expected 

completion date. 

 

A review of the contract's cost revealed that several amendments affected the final amount paid 

to the Contractor.  The schedule below shows the changes to the contract cost. 
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DESCRIPTION: COST AMENDED COST 

 INCREASED DECREASED 

ORIGINAL CONTRACT COST $1,905,277   

CHANGE ORDERS:    

   Tie Down Anchor Piles  $219,144  

   CMU Assemblies      69,635  

   Sanitary Change in scope        2,220  

   Credit for Unexecuted Work     

   (Dialysis) 

  ($449,836) 

   Closure Credits   (  222,821) 

   Scope of Work Credits   (  109,089) 

FINAL CONTRACT COST $1,414,530   

 

Modular Hospital/JFL North Delay  

 

The Hospital’s prior management decision to exclude the purchase and installation of furniture, 

fixtures, and equipment (FFE), a Radiology Department, and utilities such as Med-gas, sewer 

lines, and fire pumps from the initial RFP has delayed the JFL North’s opening by over two 

years.  The project, slated to be completed by December 2019, is now scheduled for late 2022.  

Also, during a Senate hearing, it was stated that the delay is costing the Hospital lost revenue as 

patients are flown off-island for simple procedures that would typically be done at the Hospital.   

 

Initially, the Hospital contracted the services of a contractor to design, construct, and install 

temporary hardened structures at the Hospital.  The Contractor was to "furnish all labor, 

materials and the necessary equipment to design, construct, prepare the site, and install the 

temporary hardened structures" at the current Hospital site.  The Contractor signed and dated the 

contract on July 3, 2018, and the Hospital officials signed and dated the contract on July 6, 2018.  

The agreement states, "All work shall be substantially completed no later than three hundred 

sixty-five (365) consecutive calendar days after the issuance of a Notice to Proceed…."   

 

The Notice to Proceed was dated July 24, 2018; thus, the expected completion date was July 23, 

2019.  The agreement states that the contract term expired on December 31, 2019.  Several 

amendments to the scope of work were made that delayed the completion of the project by over 

two years.  The schedule below shows the approved change orders and their effects on the 

project cost and completion time. 
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JFL NORTH CONTRACT CHANGE ORDERS 

Date Description Cost Financial 

Impact 

Revised  

Cost 

Estimated 

Completion 

Date 

Approx. 

Days 

Delayed 

07/6/2018 Original Contract $47,398,949 - - 07/23/19 - 

 

08/03/2019 Remove site prep 

infrastructure 

surrounding the 

temporary operating 

rooms  

-      $203,575  $47,602,524 09/27/19 

 

2 months 

11/29/2019 60-Day Extension to 

allow negotiation for 

furniture, fixture, and 

equipment 

47,602,524 - 

 

47,602,524 11/29/19 2 months 

11/22/2019 Complete punch list, 

minimize mobilization 

fee (FFE Component) 

47,602,524 - 47,602,524 12/20/19 1  

month 

12/22/2019 Complete punch list 

and minimize 

mobilization fee (FFE 

Component) 

47,602,524 - 47,602,524 12/31/19 11 days 

12/23/2019 Execute FFE Contract 47,602,524  $27,592,012  $75,194,536 07/31/20 7 months 

07/09/2020 Radiology Department 

Build-out and 

Installation   

75,194,536      $804,667   $75,999,203 10/20/20 3 months 

07/09/2020 Re-design Ambulance 

Ramp 

75,999,203                                                   $1,652,216    77,651,419   

07/09/2020 Radiology Equipment 

& Installation 

77,651,419   $1,516,776   $79,168,195 10/20/20 - 

 TOTAL PROJECT COST AFTER CHANGES $79,168,195 DELAY 15 mos. 

11 days 

 

Furniture and Equipment.  In responding to the RFP for JFL North, the Contractor stated that 

they asked whether purchasing and installing furniture, fixtures, and equipment (FFE) was part 

of the bid response.  Hospital officials responded that FFE would be procured in a separate 

bid/RFP package.  Therefore, the Contractor said that once the design was approved and signed 

off on, they proceeded to order items.  For example, exterior walls and window packages that 

were needed from a structural standpoint.  The supplies started arriving in January or February of 

2019.  During that same period, the Hospital officials requested and revised the original floor 

plan.  The Contractor said Hospital officials changed the door locations which ultimately delayed 

completing the building.  

 

Also, Hospital officials were indecisive about including a Radiology Department in the project.  

However, the Contractor said that nothing delayed the project more than the delay to procure the 

FFE.  The Contractor explained that the Hospital was told during the design process that the FFE 

was needed in place as soon as possible.  If not, the Contractor would be forced to make 

educated guesses for installing walls, openings, ceiling, electrical, plumbing, doors, and so forth.  

The contractor set a February 2019 for the FFE portions of the project to be sorted out.  By 

September 2019, the Contractor had the building structure in place, but the Hospital still did not 
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finalize the FFE.  As a result, the Contractor could not install any ceiling tiles, and they had to 

leave a lot of open walls, etc. until the FFE was installed.  Hence, the Contractor brought the 

building as far as they could by September of 2019 until the Hospital could resolve all the other 

pending issues needed to transfer the completed project to the Hospital.   

 

By December 2019, the Contractor negotiated a supplemental proposal with the Hospital for the 

FFE package.  An additional contract was issued in January 2020 for $27,592,012 and extended 

the project to July 2020.  As a result, the entire process of procuring and installing the FFE 

delayed the project by over ten months.  The Contractor stressed that had the FFE been included 

in the RFP package at the start of the project, it would be on target to complete in 2019. 

 

Radiology Department.  Under the leadership of a prior CEO, the Radiology Department was 

taken out of the temporary hospital/JFL North building project.  Instead, the former CEO 

designed a facility project that placed radiology services in the existing Hospital.  However, the 

Contractor explained that when a new management team was installed at the Hospital, they 

disagreed with prior management’s decision to remove the Radiology Department from the 

project.  As a result, they added the installation of a Radiology Department back into the 

contract.  A change order was created at the cost of $2,321,443 and caused an additional three-

month delay that pushed the project completion date to October 20, 2020.  However, after the 

completion of the structural building and installation of the FFE, the project was delayed further 

because utilities such as Med-gas, sewer, water, oxygen, etc., were not in place.  

 

Utilities Contract 

 

Hospital officials made the decision to omit the installation of the lines and piping for utilities 

from the RFP process.  The CFO explained that the previous management team decided not to 

include utilities in the RFP process for the JFL North project.  The prior management intended to 

connect JFL North to the current Hospital's existing utilities.  The CFO explained that from the 

onset, that decision was flawed because (i) the intent was that the current Hospital building 

would be demolished; and (ii) the sewer lines at the current Hospital building are severely 

compromised and damaged so much so that a contractor was hired to pump the sewer system and 

vacuum the lines daily to alleviate any blockage of these lines.  Therefore, the CFO stated that it 

was illogical of the prior management team to consider the existing structure part of a solution.  

Consequently, an evaluation/assessment was done that determined that it would not be feasible to 

connect JFL North to the current Hospital location.  

 

We noted that an Invitation for Bid (IFB) was solicited from vendors to furnish all labor, 

materials, and equipment necessary to construct a temporary mechanical building and install 

equipment to provide the interim utility and other required services to JFL North and the current 

Virgin Islands Cardiac Center.  A vendor was awarded a contract, but the copy supplied to us 

was not fully executed as the parties had not signed off on the contract.  However, based on the 

unsigned copy provided, The Hospital expects all work to be completed within two hundred and 

forty-eight (248) calendar days or approximately nine months from the date of issuance of a 

notice to proceed.  Per the contract, the Contractor would be compensated $9,142,589 for the 

services. 
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After the utility portion is completed, the equipment must be tested and certified, adding to the 

official completion opening date of the facility.  Therefore, the project cost has totaled 

$88,310,784 when considering all the change orders and the addition of the utilities contracts as 

detailed below, further pushing the opening of the temporary JFL North facility into 2022.  

 

COST ASSOCIATED WITH THE JFL NORTH-TEMPORARY HOSPITAL 

 TIME DELAYED 

DESCRIPTION COST YEARS MONTHS 

Bare-Bone Structure $47,398,949 NA NA 

Site Preparation        203,575 0 2 

Ambulance Ramp; ER Entrance     1,652,216 0 3 

Radiology Build-out        804,667 NA NA 

Furniture, Fixture, Equipment   27,592,012 0 10 

Radiology Equipment/ Installation      1,516,776 NA NA 

Utilities     9,142,589 0 <9 

   TOTAL COST/DELAY $88,310,784 2 Years + Equipment 

Testing Time 

  

Emergency Maintenance Work  

 

The Hospital agreed to a proposal from a contractor that included pumping and vacuuming sewer 

from its compromised sewer lines, paying over $1.3 million for the services under the premise of 

"emergency services" that so far has lasted more than three years and counting.  The 

compromised line has been repaired by skilled employees hired by the Hospital.  The repairs 

were completed between December 2020 and February 2021, costing the Hospital $2,216 in 

material and labor costs.  The repairs are said to have significantly reduced the vendor’s payment 

from $23,650 to approximately $8,400 weekly.  This is concerning because back in August 2017 

an engineering firm advised the Hospital officials against using that specific avenue of pumping 

the lines as a solution.  The engineer who evaluated the sewer lines at the time deemed the 

"pumping of the lines" as too costly a solution for the Hospital. 

 

Moreover, the Hospital's Board and its management team expressed strong concerns with the 

fees paid and services provided.  Yet, the Hospital officials continued to engage the contractor, 

spending over $1.3 million from July 2017 to August 2020. 

 

Vendor Contract for Emergency Work.  In May 2017, the then-Acting CEO at the Hospital 

signed off on a proposal presented by a contractor for the assembly and operation of a sewer 

bypass.  The initial proposal dated May 3, 2017, was followed by a "Project Change Request" 

dated May 8, 2017, to end on May 31, 2017.  The “Project Change Request” proposed that the 

contractor would perform the following additional tasks for the Hospital:  

 

Task #1: Requested by the facilities to alleviate any matter lodged in the line required that the 

contractor vacuum a 4" sewer line in the mechanical room twice (2) daily.  The proposal stated 

that "vacuuming of the line allows for heavier items in the pipe, which may have become lodged 
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in there and cannot move by the gravity of the running water in the line, to be pulled through the 

line by use of the vacuum."   

 

Task #2: Upon request by appointed personnel, the Contractor committed to providing 

emergency assistance for any system failure outside of the contracted scope for providing a 

sewer bypass system.  The total value for services was not to "exceed the price of $75,000 per 

calendar month..." Specifically, the Contractor proposed a rate of $112 per hour for 24 hours, 

which calculates to $2,679 per day and $18,750 per week.  The Contractor also proposed $700 to 

vacuum the 4" sewer line in the mechanical room twice daily.  The cost of emergency services 

for any task outside of the proposal was noted as "TBD" (to be determined).  

 

A review of invoices submitted by the Contractor showed that the Hospital was issued a weekly 

bill totaling $23,650.  The breakdown of the bill specifies a (1) $18,750 weekly charge for sewer 

bypass operation and (2) $4,900 weekly charge for vacuuming of the 4" sewer line.  In other 

instances, when the contractor provided "Emergency vacuuming" services other than the two 

listed, the Hospital was charged an additional $450 - $550 per hour.  

 

Engineer Firm Recommendation. A review of email correspondence showed that on August 

24, 2017, the then–CEO forwarded a PowerPoint presentation to the Governor detailing the 

various issues faced at the Hospital and the recommended solutions.  Included in the presentation 

were the Waste Water System issues, and attached were the recommendations/reports made by 

two contractors that evaluated the wastewater system at the Hospital.  The reports are dated July 

3, 2017, and July 12, 2017.  Both contractors recommended the replacement of the sewer lines in 

some form.  One contractor stated that the pump used to transport the sewage from the southeast 

section into a manhole "can become costly in the long run and should not be treated as a solution 

by any means." Therefore, at a minimum, the Engineer recommended repairing the two main 

sections of the line that, as detected by video, a blockage existed.  The Engineer also 

recommended that the Hospital hire an entity familiar with the required services to prevent 

minimal disruption in the Hospital's daily operations. 

 

Shortly after sending the report, the then-Acting CEO attempted to solicit through RFPs the 

services of firms to address the wastewater issue.  However, the CEO was terminated on October 

16, 2017, and the Hospital continued to engage the Contractor’s services.  We found that the 

current Hospital Officials did not know about this report. 

 

Board Concerns.  Also, a review of email correspondence that included Board members and 

other management team members in March 2018 detailed their numerous concerns about the 

scope of work and payments made to the Contractor to pump the sewer and other vacuuming 

services.  In one email thread, questions arose about (a) whether there is evidence of how much 

and how often sewage was being pumped and (b) the need to reduce the number of times for 

pumping since the compromised area is not being used as frequently because of damages 

suffered by Hurricane Maria. 

 

In addition, a former CFO wrote that at least three other vendors could provide similar services.  

One of the vendors was willing to enter a contract with the Hospital to offer similar services at a 

rate of $450 per day for a maximum of 30 days, the maximum charge rate being $700 per day.  
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The CFO stated that he and the then-CEO recommended agreeing with the vendor willing to 

provide the services.  The CFO explained that he had already reached out to an Attorney to 

review the "proposal" that was currently in place with the Contractor to ensure a clean break, 

then enter into this new contract with the more cost-effective contractor.  The CFO proposed that 

during the 30 days of pumping, the Hospital find a permanent solution to the problem.  At one 

point, a member of the Board suggested referring the file to the Attorney General Office for 

review.  However, after all the discussions and concerns, the Hospital continued to use the initial 

Contractor, paying $23,650 weekly to pump sewer from the lines.  The weekly amount was 

exceeded when the contractor provided additional services.  For example, on June 21, 2017, the 

contractor charged an additional $4,000 for vacuuming and troubleshooting; thereby that weeks’ 

bill totaled $27,650.  The Contractor was paid $1,342,414 from July 2017 to August 2020.   

 

 

 

 

                           

 

 

 

 

 

 

 

 

 

 

 

We were informed that after over three years, and accumulating millions in expenses, the 

Hospital hired a "skilled employee" who repaired and implemented corrective measures that 

reduced the need for daily pumping.  The repairs included plexiglass covering installed to 

monitor wastewater levels to avoid a potential overflow.  The strong wastewater scent that 

permeated the building was addressed by installing this new cover, etc.  Before the plexiglass 

covering, the Hospital management stated that removing the original cover was cumbersome and 

released vapors in the air, resulting in a loss of in-person-hours due to environmental and health 

concerns.  These corrective measures were similar to recommendations made by the engineers in 

their 2017 report.  Three years later, in December 2020, corrective measures started and were 

completed in February 2021 for $2,216.  According to Hospital officials, the corrective measures 

reduced the need for pumping daily to once a week and sometimes once every two weeks, 

thereby reducing the payments to the vendor from $23,650 weekly to on average $1,200 every 

two weeks or $2,400 monthly.   

 

Recommendations  
We recommend that the District Board ensure that: 

 

1. The Hospital’s Management adequately plans its procurement needs to ensure that its 

projects comply with all regulatory requirements. 

CONTRACTOR PAYMENTS 

Date Amount 

07/20/2017 $52,650 

07/21/2017 $23,650 

08/10/2017 $74,950 

09/08/2017 $54,150 

09/14/2017 $25,750 

10/04/2017 $30,614 

10/11/2017 $51,100 

12/06/2017 $25,000 

12/21/2017 $50,000 

03/02/2018 $50,000 

05/08/2018 $40,000 

05/15/2018 $40,000 

10/10/2019               $310,800 

08/13/2020               $513,750 

TOTAL PAYMENT            $1,342,414 
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2. The Hospital’s Management engages, as needed, the services of professionals in the 

respective Capital Project’s field to ensure that its projects are aligned with the Hospital’s 

requirements and regulations. 

 

The Board’s Response 

 

The Board partially disagreed with the conclusion that “the expenses on the temporary operating 

room were questionable or that the temporary operating room delayed the opening of JFL 

North.”  The Board also disagreed with the conclusion that the decision to separate the 

procurement of the FFE from the construction of the temporary hardened structure was the 

wrong decision.  

 

Specifically, concerning the temporary operating room trailers, the Board said the trailers were 

sent to St Croix to provide emergency surgical services after the two hurricanes.  However, no 

disclosures were made that the temporary operating room trailers were not compliant with CMS.  

Therefore, the Hospital had to spend time and money to bring the trailers into compliance.  The 

Board said it respectfully disagrees with our conclusion that the Hospital’s management did not 

correctly anticipate the regulatory and construction requirements needed to bring the temporary 

operating rooms into compliance with CMS and other hospital regulatory bodies.  In explaining 

their disagreement, the Board stated that they reasonably assumed that EMAC, in a post-

hurricane emergency, would send the Hospital operating room trailers that were CMS compliant.  

The District Board said when they received the loaned operating room trailers, they expected that 

they could be used immediately.  However, upon arrival in April 2018, it was clear that the 

trailers needed work to make them operational. 

 

Regarding JFL North, and explaining the Board’s disagreement that the separation of the 

procurement of the FFE from the construction of the hardened structure was a wrong decision, 

the Board said that there might be significant cost savings by procuring the FFE from one or 

more vendors who were not contracted to build the facility.  Hence, the Board said the decision 

was not “necessarily a bad one.”  In their response, it was also noted that initially, FEMA wanted 

JFL to determine what FFE was in good condition and could be used at the temporary hardened 

structure – an analysis they said could not be completed quickly.  Therefore, in their response, 

the Board noted that “the scope and structure of the temporary hardened structure were not 

known at the time and could not reasonably be known at the time.” 

 

The Board agreed with both recommendations.  Regarding the first recommendation, the Board 

stated that it had directed the CEO to adequately plan for its procurement needs and ensure that 

any equipment acquired is regulated.  Regarding the second recommendation, the response stated 

that the Board has retained the services of a professional to manage the capital projects and has 

created the Territorial Hospital Redevelopment Team to oversee the completion of JFL North 

and the construction of the new JFL. 
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Office of the V.I. Inspector General’s Comments 

 

The District Board, in their responses, disagreed with several conclusions made regarding the 

temporary operating room trailers and JFL North that we must comment on before we address 

the Board’s response to the recommendations.   

 

First, it is not the Office of the V.I. Inspector General’s conclusion that the temporary operating 

room trailers delayed the opening of the Modular Hospital (JFL North).  The temporary 

operating room trailers and JFL North are two separate projects, and the discussion of each was 

respectively detailed in Finding 2.     

 

As stated, our report pointed out that after spending over $1.4 million, the temporary operating 

room trailers were never used and returned.  We understand the Hospital's position when it 

received the temporary operating room trailers that were not CMS certified, their expectation 

was that the trailers would be operational.  We do not take issue with the Hospital's decision to 

spend funds to bring the trailers into CMS compliance.  However, time was of the essence.  The 

trailers were on loan for one year and arrived on the island in April 2018, three months before a 

contract was awarded for the construction/installation of Phase 1 and Phase 1A of the trailers. 

 

Furthermore, as noted in the Board’s response, once the trailers arrived, “it became clear that the 

trailers needed work to make them operational.”  Therefore, time delays in identifying the 

project’s needs to bring the temporary operating room into CMS compliance affected the 

project's expected completion date.  Moreover, a former acting CEO stated that many of the 

facilities' clinical aspects were not considered during the procurement process.  Also, the 

Hospital did not request an extension of the trailers’ loan period.  As a result, the Hospital paid 

$1.4 million for temporary operating room trailers that were never utilized. 

 

Regarding JFL North, the Board indicated that separating the FFE from the construction of the 

hardened structure may have yielded significant savings by procuring the FFE from more than 

one vendor.  We do not take issue with the Board's attempt to obtain cost savings on the project.  

Our audit pointed out factors that delayed the opening of JFL North.  In interviews with the 

contractor hired to construct the hardened structure for JFL North, he stated that no other 

situation delayed the completion of the opening of JFL North more than the delay in procuring 

the FFE.  The contract was executed on July 6, 2018.  The contractor set a February 2019 date 

for the Hospital to sort out the FFE portions of the project.  However, by September 2019, the 

contractor had the building structure in place, but the Hospital did not have the FFE finalized.  It 

was not until January 2020 that the Hospital executed the contract for the FFE.   

 

In reference to the recommendations, the Board agreed with all the recommendations and 

indicated that they have taken steps to implement them. We will consider these recommendations 

as resolved, but not implemented.   
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FINDING 3: FREQUENT MANAGEMENT TURNOVER  
 

We found that the Hospital experienced a high management turnover rate among key positions 

that played a prominent role in the procurement process.  Specifically, over five years, the 

Hospital saw 5 CEOs, 3 CFOs, and 3 Chief Legal Counsels, all positions that served at its 

Board's pleasure and played a significant role in the procurement process.  Also, the Hospital 

lacked full-time staffers in the administrative/middle management positions to maintain the 

continuity of the Hospital's daily operations when key managers left. 

 

As a result, the Hospital wasted time and money when newly-hired staff did not have access to 

files and electronic records established by a previous management team. 

 

Background 

 

Based on interviews with Hospital staffers involved in the contracting process, the Director of 

Materials Management works with the various departments to draft a scope of work sent to Legal 

Counsel for approval.  Upon approval, the Director of Materials Management ensures that RFPs 

are sent to the various media outlets.  Once all bids are received, a bid evaluation committee 

scores them.  The Director of Materials Management forwards a summary and recommendation 

to the CFO, CEO, and executive committee for approval.  If approved, a notice of award is sent 

out; after that, contracts are created and reviewed by Legal Counsel.  Legal Counsel maintains all 

contract records and documents.  See the illustration shown on page 24. 

 

The procurement process begins with a department head's requested need sent to the Director of 

Materials Management.  The Director of Materials Management determines if existing contracts 

can address the need.  If not, the Director of Materials Management will facilitate the RFP and 

bid solicitation process and the bid committee process.  If the contract amount is up to $100,000, 

the contract is sent to the CEO for approval; however, if the amount is above $100,000, it is sent 

to the District Boards for approval. 

 

The contracting staff involved in the procurement process includes the Boards, CEO, CFO, the 

Chief Legal Counsel, and Director of Materials Management, as depicted on page 24. 
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Flow of Contract Administration among Key Contracting Staff at the Hospital 
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Employee Turnover from 2015-2019 

 

Each management position in the contract administration process had a high turnover rate from 

2015 to 2019.  During this period, there were 5 CEOs, each serving one year or less.  Similarly, 

the CFO and Legal Counsel positions turned over three times.   

 

We found that the procurement work processes were centralized within top-level managers.  

Therefore, when one of those positions became vacant, no middle managers or administrative 

personnel existed, or were left with the critical information needed to allow the Hospital to carry 
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on its functions seamlessly.  Therefore, the incoming management was often hampered in their 

ability to perform the daily functions of the Hospital.  For example: (1) there was no transition or 

transferring of information from outgoing management to incoming management, (2) it was 

difficult to locate documents such as contract files executed by previous management, (3) 

receiving reports, purchase orders, and invoices were not readily available, (4) current 

administration had little information on computer software and other records that the previous 

administration used, and, (5) business continuity planning was inadequate to ensure a prompt and 

appropriate response to crucial management functions and to provide some level of continuity in 

the daily operations of the Hospital’s procurement of goods and services.     

 

Lack of Transition.  There were no middle managers or administrative employees that could 

direct the incoming division leader in locating essential information necessary for the continued 

smooth operations at the Hospital.  Specifically, information on electronic records and the 

location of hard copy files used by previous administrators were unknown to the newly hired 

staff member.  For example, contract files are maintained by Legal Counsel and Material 

Management maintains procurement files, including RFPs, purchase orders, and receiving 

reports.  Legal Counsel and Material Management maintain the software used to store contracts 

files.  One employee stated that the rapid staffing changes in such a short period coupled with the 

lack of knowledge transferred between administrations exacerbated the problems at the Hospital 

since necessary information needed to continue the daily operation was not readily available. 

 

 Contract Files.  We requested a list of all of the Hospital's contracts for our audit.  We received 

a list that contained 1,140 names of vendors, employees, and companies.  We reviewed the 

listing and determined that there were 189 vendors for which we did not have pertinent contract 

information.  The contract date, contract amounts, change order amount, and services provided 

were not included in the listing.  When asked about the incomplete information provided, 

Hospital employees stated that none of the data was readily available or accessible.  The 

employees said they had to contact the various departments to gather information on the vendors 

and contracts.  Also, in some instances, the employees had to go to the vendor to obtain a copy of 

executed contracts.  The employees stated that locating contract files managed by previous 

management was problematic.  They had challenges identifying the Hospital's active vendors and 

contracts and obtaining the respective contract files.  

 

Invoices/Receiving Reports.   A top-level manager stated that when they took over in an Acting 

Management position in January 2018, they inherited accounts payables of over $66 million 

owed to hundreds of vendors.  The manager stated that the accounts payable balances were, in 

most instances, past due balances for goods and services provided that current management had 

little or no documents to work with.  They found that vendors were requesting payment for 

invoices that they were unaware of, and they could not readily locate evidence that the goods 

were received in the systems.  The manager stated that there was a breakdown in the 

procurement process because one individual was performing the tasks of two positions when the 

Warehouse Manager was also acting as the Director of Materials Management.  The manager felt 

that this contributed to them not locating reports, purchase orders, invoices, and supporting 

documents to process outstanding payments to vendors.  Also, the manager stated that in all 

instances of missing invoices or receiving documents, they had to perform forensic accounting or 
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research to include discussion with the respective department for reassurance that the item was 

received before the payment was processed.    

 

Computer Software.  We found that computer software used, by the Hospital’s outgoing 

management team, to manage contracts was not made known or available for use by the new 

management team.  Specifically, we found that each top-level management team at the Hospital 

contracted to use the computer software of their choice.  However, when their employment 

ended, they did not make provisions to transfer access to the software program.  As a result, the 

new management did not know that the Hospital used the particular software and/or its stored 

information.  Specifically, we found that previous management teams used the following 

systems: 

• RAC 

• MedRegs 

• ComplyTrack 

 

We were informed that during 2008-2009, the Hospital’s Legal Counsel purchased a software 

named MedRegs by Thompson Reuters, which was used to store the Hospital’s executed 

contracts.  A former employee stated that only three individuals had access to MegRegs, and two 

of those persons had password access, and the other person only had the privilege to view.   So, 

when the Legal Counsel was terminated in October 2017 and the former employee laid off in 

November 2017, no one at the Hospital had password access to the software.  The former 

employee stated that they were not contacted for information to access the system; therefore, the 

Hospital’s employees did not have access or awareness of the information on the system.   

 

Also, we were informed that another former Legal Counsel team uploaded contracts into an 

electronic system named RAC.  It was stated that the Legal Counsel and the legal assistant were 

responsible for maintaining these files during their tenure.  However, since the departure of the 

former employees, no one could provide information on the RAC system or how it was used.   

 

Additionally, the management team that took over in 2019 was not aware of an online software 

subscription service, ComplyTrack, used at one point by past employees.  We were told that the 

software contained some of the Hospital's past contracts files.  The management team found out 

about the software when the company reached out to them for payment.  The call allowed them 

to request information and obtain, among other things, the contractual agreement.  Upon 

receiving the contract, they realized the software was a repository for contracts.  They were, 

therefore, able to make the payments for the past due amount and gain access to the software.  

After receiving access, they realized that the software contained a list of almost 1,000 different 

documents.   

 

According to the CFO, it also does not appear that the previous administration that took over in 

2018 knew of the software's existence since the outstanding payments preceded the management 

period of the Hospital's 2016-2017 management teams. 
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Continuity Plans.       

 

Historically, we found that the Hospital did not have a contingency plan to ensure that it acquired 

the proprietary information held by top-level managers when their employment ended.  

Therefore, the Hospital’s business continuity planning was inadequate to ensure a prompt and 

appropriate response to crucial management functions and to ensure minimal disruption in the 

Hospital's day-to-day operations.   

 

The lack of acquired information from past top-level managers has challenged all incoming 

management teams.  In interviews with the Hospital’s current management team, one of their 

main concerns is the lack of continuity of operations from the previous administration to the 

current.  They noted that essential functions such as goods and services, storing documents, 

accessing computerized files were not accessible and readily available.  Also, contributing to the 

problem was the lack of, or non-existence of, middle-management/administrative employees 

with the knowledge to continue the smooth operations of the Hospital.  

 

With many of the Hospital's top management employees serving at its Board’s pleasure and 

playing an integral role in the procurement process, a smooth transition is needed for the 

Hospitals operations to function seamlessly. Waste Management entered into verbal agreements 

with two contractors for services that affected the contracts’ scope of work and/or price. 

 

Recommendations 

We recommend that the District Board: 

 

1. Ensure that the Hospital is adequately staffed at the appropriate levels to ensure its 

operations are minimally impacted when high-level managers depart from the Hospital’s 

employment.  

 

2. Establish a continuity plan to ensure a prompt and appropriate response to critical 

management functions needed to ensure continuity in the Hospital's daily operations. 

 

The Board’s Response 

 

The response indicated agreement with all the recommendations.  In their response, the Board 

stated it retained a search firm that conducted a national search for a CEO, which concluded with 

hiring a new CEO effective December 28, 2021.  The new CEO is in the process of evaluating all 

leadership positions and individuals within the Hospital.  The Board also stated that it would be 

unlikely and premature to state that there will not be some continued leadership movement but 

that the ultimate goal is to stabilize the leadership team.  Furthermore, the Board stated that they 

will make a constant effort to ensure that they have identified a succession planning process for 

their leadership positions.  They will also ensure that solutions are available and the appropriate 

access is granted to the appropriate individual in the event of a leadership movement.  Therefore, 

a defined retention of existing data, information, and institutional knowledge is retained with the 

organization and transferred to the appropriate individuals. 
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Office of the V.I. Inspector General’s Comments 

 

Based on the Board's response, we will consider these recommendations resolved but not 

implemented, pending verification of any changes to policies and procedures, implementation of 

a succession planning process addressing leadership changes, and the retention and access to the 

institution’s data. 
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APPENDIX II 

 

ADDITIONAL INFORMATION NEEDED  

TO CLOSE RECOMMENDATIONS 

 
        Recommendation       

                   Number and Status                     ____Additional Information Needed             

 

Finding 1:  

  

1 Resolved, and partially implemented. A future follow-up will be necessary to                                                                        

determine the District Board’s progress. 

  

2 Resolved, and partially implemented. Same as 1.1 above. 

  

3 Resolved, and partially implemented. Same as 1.1 above. 

  

4 Resolved, and partially implemented. 

 

A future follow-up will be necessary to                                                                        

determine the District Board’s progress 

toward completing the installation of a 

document and information management 

system. 

  

  

Finding 2:  

  

1 Resolved, but not implemented. A future follow-up will be necessary to                                                                        

determine the District Board’s progress. 

  

2 Resolved, but not implemented. Same as 2.1 above. 

  

  

Finding 3:  

  

1 Resolved, but not implemented. 

 

A future follow-up will be necessary to                                                                        

determine the District Board’s progress. 

  

2 Resolved, but not implemented. 

 

A future follow-up will be necessary to 

determine the progress in implementing a 

succession plan to ensure critical 

management functions are addressed.  
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APPENDIX III 

 

OFFICIAL REPORT DISTRIBUTION 
 

 

 

Government of the Virgin Islands 

 

V.I. Government Hospitals and Health Facilities Corporation 2 

 

Office of the Governor 2 

 

Office of the Lieutenant Governor 1 

 

Office of Management and Budget 1 

 

Virgin Islands Department of Justice 1 

 

34th Legislature 15 

 

Office of the Legislative Post Auditor 1 

 

Virgin Islands Delegate to Congress 1 

 

 

Government of the United States 

 

United States Department of Justice, Office of the United States Attorney 1 

 

United States Department of Justice, Federal Bureau of Investigation 1 
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