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EXECUTIVE SUMMARY

The following summarizes the findings from the Inspection of the Agriculture Revolving

Fund Funding Sources and Usage (INR-06-83-19).
Finding 1: Funding Shortage (pages 5 to 8)
e From Fiscal Years 2016 through 2021, the Revolving Fund did not receive $4,125,000 of funds
mandated by law.
Finding 2: Use of Funds (page 9)
For Fiscal Years 2016 through 2021, Agriculture expended over $3 million of the Agriculture
Revolving Fund in accordance with applicable laws, rules, and regulations.
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January 14, 2025

Louis E. Petersen, Jr., Commissioner
Virgin Islands Department of Agriculture
7944 Estate Dorothea

St. Thomas, VI 00802

Dear Commissioner Petersen:

This report contains the result of our inspection of the funding sources and usage of the Agriculture Revolving
Fund (Fund). The objectives of the inspection were to determine: (1) whether the Fund monies were allotted
and used in accordance with applicable laws, rules, and regulations, and (2) whether internal controls over
cash collections and deposits were adequate. However, this report addresses the first objective of determining
whether the Fund monies were allotted and used in accordance with applicable laws, rules, and regulations.
The second objective will be addressed as a separate report. The scope of the inspection covered Fiscal Years
2016 through 2021.

We found that over six years, 2016-2021, Agriculture did not receive $4,125,000 of funds mandated by law:
(i) $2,125,000 from the General Fund, and (ii) $2 million from the Tourism Revolving Fund. Specifically,
regarding the General Fund, Agriculture did not receive 2016 - 2018 General Fund appropriations, and
officials did not always request the budgeted allotment. In addition, the officials did not request the yearly
Tourism Revolving Fund allotment in time to meet its annual funding deadline of June 30th, as set by law.

As a result, the Department was inhibited in its ability to meet its yearly objectives and to further its mission.
We made recommendations to address the conditions and causes cited in the report, including internal controls
and employee training.

An exit conference was held on November 27, 2024. There was general agreement with the findings and
recommendations made in the report.

A response to the recommendations, dated December 27, 2024, was submitted, and is included as Appendix
| beginning on page 9 of this report. The recommendations were adequately addressed and are considered
resolved.

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

Sincerely,
éﬁ, s
elia Thomas, CFE

Virgin Islands Inspector General
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INTRODUCTION

BACKGROUND

The Virgin Islands Department of Agriculture (Agriculture) was established pursuant to Title 3,
Chapter 17, Sections 290 and 291 of the Virgin Islands Code (Code). The department’s mission is
to develop, support, and promote an economically lucrative agriculture industry in the U.S. Virgin
Islands while protecting consumers and the environment.

Title 33, Chapter 111, Section 3018(a) of the Code established in the Treasury of the Virgin Islands
the Agriculture Revolving Fund (Fund). Section 3018(b) states: “The Commissioner of Finance is
directed to maintain and provide for the administration of the Fund as a separate and distinct fund
in the Treasury, and no funds therein shall be available for expenditure except as provided in this
section.” The statute identifies the various sources of revenues that could be deposited into the
Fund. In addition, the law mandates that the Commissioner of Finance disburse monies in the Fund
exclusively for expenditures by the Department of Agriculture.

Title 33, Chapter 111, Section 3018(c) of the Code states, in part, “The Agriculture Revolving
Fund shall be constituted of ... all revenues derived by the Department of Agriculture from the
sale of agricultural products, livestock feeds, fruit trees, ornamentals, animals and water; the rental
of agricultural equipment; and the rental or lease of government-owned lands for farming.”

Also, Section 3018(c) stipulates that the Agriculture Revolving Fund shall be constituted of an
annual appropriation of $500,000 from the General Fund of the Government of the Virgin Islands
and not less than $1 million from the Tourism Advertising Revolving Fund deposited annually by
June 30th of each year.

Title 32 of the Code established the Casino Revenue Fund. For the scope of our inspection, Chapter
21, Section 517(c) required a 10 percent annual appropriation from the Casino Revenue Fund for
agriculture programs. In April 2022, the V.I. Legislature passed Act 8577, which amended Section
517(c) to state 10 percent to the Department of Agriculture. Based on this amendment, 10 percent
was now given to the department in general and not explicitly designated for agriculture programs.
Title 32, Section 901(b)(6) also established the Horse Racetrack Casino Revenue Fund and
required an annual distribution of 3.5 percent from this fund to the Agriculture Revolving Fund.

OBJECTIVE, SCOPE, AND METHODOLOGY

The objectives of our inspection were to determine: (1) whether the Agriculture Revolving Fund
(Revolving Fund) monies were allotted and used in accordance with applicable laws, rules, and
regulations, and (2) whether internal controls over cash collections and deposits were adequate.
However, this report addresses the first objective of determining whether the Revolving Fund
monies were allotted and used in accordance with applicable laws, rules, and regulations. The
second objective will be addressed as a separate report. The scope of our inspection covered Fiscal
Years 2016 through 2021.




We performed our work in accordance with the “Quality Standards for Inspections and
Evaluations” issued by the Council of the Inspectors General on Integrity and Evaluation. To
accomplish our objectives, we reviewed applicable laws, regulations, and procedures. We also
reviewed relevant revenue and expenditure documents on the Virgin Islands Department of
Finance’s Enterprise Resource Planning (ERP) System.! Further, we interviewed officials of the
Departments of Agriculture, Finance, the V.I. Office of Management and Budget (OMB), and the
V.1. Casino Control Commission.

| PRIOR AUDITS AND INSPECTIONS |

We are unaware of prior audits or inspections of the Agriculture Revolving Fund’s revenues and
expenses over the last five years. However, the Office of the Virgin Islands Inspector General
audited and issued a report titled “Audit of Collection Activities at the Department of Agriculture,
St. Croix,” dated November 14, 2011.

WHY WE PERFORMED THE INSPECTION

The inspection was initiated at the request of the then-Commissioner of the Virgin Islands
Department of Agriculture.

1 The ERP is a centralized computerized system which links Virgin Islands Government agencies to accounting and
financial operations information.




RESULTS

CONCLUSIONS

Our inspection of the funding sources and usage of the Agriculture Revolving Fund found that
over six years, 2016-2021, Agriculture did not receive $4,125,000 of funds mandated by law: (i)
$2,125,000 from the General Fund, and (ii) $2 million from the Tourism Revolving Fund.
Specifically, regarding the General Fund, Agriculture did not receive their 2016 - 2018 General
Fund appropriations, and officials did not always request their allotment. In addition, the officials
did not request their yearly Tourism Revolving Fund allotment in time to meet its annual funding
deadline of June 30th, as set by law. As a result, the Department was inhibited in its ability to meet
its yearly objectives and to further its mission. We made recommendations to address the
conditions and causes cited in the report, including internal controls and employee training.




WHAT WE FOUND
FINDING 1: FUNDING SHORTAGE

Our inspection found that, from Fiscal Years 2016 through 2021, The Revolving Fund did not
receive $4,125,000 of funds mandated by law. We attribute this condition to: (1) no General Fund
appropriations for Fiscal Years 2016-2018, totalling $1.5 million; (2) a partial General Fund
appropriation of $125,000 not allotted for Fiscal year 2021; (3) over six years, underfunding from
the Tourism Advertising Revolving Fund totalling $2 million; (4) Agriculture officials not
submitting to OMB written requests that are required for the release of funds; and (5) the instability
of the Tourism Advertising Revolving Fund in Fiscal Year 2018. As a result, Agriculture did not
benefit from $4.125 million to support its annual goals and mission.

Criteria

The Agriculture Revolving Fund revenues consist in part of all revenues derived by the
Department of Agriculture from the sale of agricultural products, rental, and leases; an annual
appropriation of $500,000 from the General Fund of the Government of the Virgin Islands; and
not less than $1 million from the Tourism Advertising Revolving Fund deposited annually by June
30" of each year. Also, prior to April 2022, The Casino Revenue Fund, for the scope period of our
inspection, required a 10 percent annual appropriation from the Fund for agriculture programs. In
April 2022, the law was amended to require a 10 percent annual appropriation to the Department
of Agriculture. Further, the Horse Racetrack Casino Revenue Fund requires an annual distribution
of 3.5 percent to the Agriculture Revolving Fund.

Revenues

For Fiscal Years 2016 through 2021, Agriculture’s revenues posted to the Revolving Fund totalled
$6,685,440. The Department generated $891,473 in revenues from its rents, services, and sales.
Also, Agriculture received contributions of $918,967 from the Casino Revenue Fund, $875,000
from the General Fund, and $4 million from the Tourism Advertising Revolving Fund. Schedule
1, as shown below, details Agriculture’s revenues posted to the Revolving Fund. The schedule is
based on financial data from the Department of Finance’s ERP System, the V.I. Casino Control
Commission, and the Department of Agriculture.




Schedule 1: Agriculture Revolving Fund Revenues

Revenue Source FY 2016 | FY 2017 | FY 2018 FY 2019 | FY 2020 FY 2021 Totals

Rents and Royalties $51,191 | $57,858 | $38,150 $52,445 | $54,539 $50,263 $304,446

Departmental Services 99,809 83,630 63,729 61,042 59,351 97,950 $465,511

Sales of Supplies 22,764 14,731 31,943 18,506 14,472 19,100 $121,516

Casino Revenue Fund 145236 | 120,235 | 124,938 195,909 | 115,483 217,166 $918,967

General Fund 500,000 375,000 $875,000

Tourism Advertising

. 1,000,000 | 500,000 | 500,000 | 1,000,000 | 500,000 500,000 | $4,000,000
Revolving Fund

Horse Racetrack Casino
Revenue Fund

TOTALS $1,319,000 | $776,454 | $758,760 | $1,827,902 | $743,845 | $1,259,479 | $6,685,440

General Fund: We found that for Fiscal Years 2016 through 2021, of the $3 million in General
Fund contributions Agriculture was mandated to receive for the Revolving Fund, the Department
received $875,000. The Department received $500,000 in Fiscal Year 2019 and $375,000 in Fiscal
Year 2021. As a result, Agriculture experienced a $2,125,000 shortfall in General Fund
contributions, as shown in Schedule 2 below.

Schedule 2: General Fund Contributions

Revenue Source FY 2016 FY 2017 | FY 2018 | FY 2019 | FY 2020 | FY 2021 Totals

Mandated General Fund $500,000 $500,000 | $500,000 | $500,000 | $500,000 | $500,000 | $3,000,000
Contributions
Less: Actual General Fund $500,000 $375,000 $875,000
Contributions
General Fund Contribution $500,000 $500,000 | $500,000 $0 | $500,000 | $125,000 | $2,125,000
Shortfalls

While Agriculture did not receive a General Fund appropriation for the Revolving Fund for Fiscal
Years 2016 through 2018, appropriations were made for Fiscal Years 2019-2021. For Fiscal Year
2019, Agriculture received its total General Fund allotment of $500,000. For Fiscal Year 2020,
Agriculture received no General Fund allotment. OMB officials informed us that the allotment did
not occur because Agriculture officials did not submit a written request to OMB for the funding,
as required. Also, OMB officials stated that they would not release funds without a written request
from the recipient department. In response to our inquiry, the agriculture official responsible for
this task told us they were unaware of the procedure for drawing down the funds. As a result,
Agriculture lost its Revolving Fund’s $500,000 allotment for the Fiscal Year 2020.

For Fiscal Year 2021, only $375,000 in General Fund allotments were posted to the Revolving
Fund. We found that agriculture officials requested the release of $500,000 from OMB on January
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26, 2021. We asked OMB officials why the remaining $125,000 was not provided to the Revolving
Fund. They did not provide an explanation.

Tourism Advertising Revolving Fund: The required $1 million annual contribution from the
Tourism Advertising Revolving Fund was provided to the Agriculture Revolving Fund in Fiscal
Years 2016 and 2019. However, only $500,000 was provided in Fiscal Years 2017 and 2018, as
well as 2020 and 2021. Therefore, there was a funding shortfall of $2 million — see Schedule 3
below.

Schedule 3: Tourism Advertising Revolving Fund Contributions

Revenue Source FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Totals
Mandated Tourism Advertising
Fund Contributions $1,000,000 | $1,000,000 | $1,000,000 | $1,000,000 | $1,000,000 | $1,000,000 | $6,000,000
Less: Actual Tourism Advertising
Fund Contributions 1,000,000 500,000 500,000 | 1,000,000 500,000 500,000 4,000,000
Tourism Advertising Fund
Contribution Shortfalls $0 $500,000 $500,000 $0 $500,000 $500,000 | $2,000,000

We asked OMB why funding was short of the required annual contribution. OMB did not
specifically address the $500,000 funding shortfall for Fiscal Year 2017. However, for Fiscal Year
2018, OMB provided a memorandum dated March 6, 2018, in which the Acting Director of OMB
informed the then-commissioner of Agriculture that the Fiscal Year 2018 funding reduction was
due to the instability of the Tourism Fund.

In Fiscal Year 2020, Agriculture requested the $1 million allotment in two parts, $500,000 each.
Agriculture provided us with their funding request letters to OMB dated January 21, 2020, and
June 15, 2020. Our inspection found that OMB acknowledged receipt of the January 21, 2020,
letter for the initial $500,000. However, there is no evidence that OMB received the June 15, 2020,
request letter.

In Fiscal Year 2021, Agriculture requested its $1 million allotment in two parts, $500,000 each.
Agriculture provided us with their funding request letters to OMB dated January 26, 2021, and
August 20, 2021. Our inspection found OMB acknowledged receipt of the first allotment request
letter dated January 26, 2021. However, OMB did not acknowledge receipt of the second request
letter dated August 20, 2021, for the remaining funds. We must note that Section 3018 of the Code
requires that Tourism funds be deposited annually into the Fund by June 30" of each year.
Agriculture requested the remaining funds past the funding deadline specified by the Code;
therefore, OMB was under no obligation to honor this late request.

Horse Racetrack Casino Revenue Fund: For Fiscal Years 2016 through 2021, Agriculture did
not receive monies from the Horse Racetrack Casino Revenue Fund because TRAXCO? shut down
its operations at the Randall “Doc” James Racetrack on St. Croix on May 6, 2016, and the Clinton
E. Phipps Racetrack on St. Thomas ceased operations in 2017 due to Hurricanes Irma and Maria.

2 TRAXCO is a subsidiary of Treasure Bay V.l. Corp. d/b/a Divi Carina Bay Casino on St. Croix.
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We interviewed Agriculture officials about the impact of not receiving the designated funding
mandated by the law. One official stated, "Agriculture is currently in dire need of those funds to
purchase heavy equipment [needed] to provide services to our farmers and perform various repairs
on our buildings.”

WHAT WE RECOMMEND
We recommend that the Commissioner of Agriculture:

1. Ensure that the appropriate department employees are aware of: (i) the funding mandates
associated with the Agriculture Revolving Fund, and (ii) the policies and procedures for
obtaining those funds.

Ensure that the Department initiates timely requests to OMB for the funds appropriated
and mandated by law.

Agriculture’s Response

The response indicated agreement with both recommendations. Agriculture indicated that the
Department will hire a Financial/Fiscal Director whose responsibilities will include identifying
and acquiring all funds mandated by law. This person will also receive comprehensive training on
all local statutes relative to these funds. The training on the procedure for receipt of these funds,
their use, and proper administration and reporting will be provided through the Office of
Management and Budget and the Department of Finance. The training will be supported by written
policies and protocols to mitigate against a reoccurrence of untimely requests to OMB for
appropriated and mandated funding.

V.I. Inspector General’s Comments

We will consider these recommendations as resolved and not implemented.




EINDING 2: USE OF FUNDS

Title 33, Section 3018(d) of the Code stipulates that monies from the Fund should be used
exclusively for the expenditures of Agriculture for the “purchase of seeds, fertilizers, insecticides,
fungicides, agricultural and farm equipment; for the employment of temporary agricultural
workers for planting and reaping; for the purchase of real property; and the overall development
and promotion of the agriculture industry.” Also, “no more than 10 percent of the Fund may be
used for administrative purposes.”

For Fiscal Years 2016 through 2021, we verified on the ERP that Agriculture expended over $3
million of Agriculture Revolving Fund monies for personnel services, fringe benefits, supplies,
other services, and capital projects in accordance with applicable laws, rules, and regulations. We
did not find any impropriety in how the funds were expended.
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December 27, 2024

Ms. Delia Thomas, CFE

Virgin Islands Inspector General

2315 Kromprindsens Gade #75

Charlotte Amalie, St. Thomas, V. 1. 00802-6488

Dear Ms. Thomas:

I acknowledge receipt of the audit report dated December 6, 2024, regarding the funding sources and usage
of the Agriculture Revolving Fund. It was indeed unfortunate that these funds were lost due to the Virgin
Islands Department of Agriculture (VIDA) not requesting the appropriations.

Two recommendations have been proffered to the Department of Agriculture. The Department accepts and
concurs with your recommendations:

1. Ensure that the appropriate department employees are aware of (i) the funding mandates
associated with the Agriculture Revolving Fund and (ii) the policies and procedures for obtaining
those funds.

ACTION 1: The Department will pursue one of two options: 1. The Department will hire a Financial/Fiscal
Director whose responsibilities will include the identification and acquisition of all funds that are mandated
by law. This person will also be provided with comprehensive training on all local statutes relative to these
funds through legal counsel provided by the Office of the Attorney General. The training on the procedure
for receipt of these funds; their use and proper administration to include the proper reporting will be
provided through the Office of Management and Budget and the Department of Finance. Accordingly, the
VIDA Management Team, in consultation with the Office of Management and Budget and the Department
of Finance, will prepare the policies and procedures that are required for the use and management of these
funds. This plan would be implemented January 1, 2025, as a qualified person would have to be sought out
and hired to fulfill these tasks.

Alternatively, until the appropriate person is hired, a team of employees with the appropriate level of
financial skills would have to be engaged from within the Department to fulfill these tasks. They will be
trained on the interpretation of the local statutes regarding all these funds though legal counsel from the
Office of the Attorney General and they would also receive training from the Office of Management and
Budget and the Department of Finance relative to financial procedures, and proper reporting protocols.

2. Ensure that the Department initiates timely requests to OMB for the funds appropriated and
mandated by law.

ACTION 2: Once hired, the Financial/Fiscal Manager or the financial team of employees will be trained
as set forth under Action 1. The training will be supported by written policies and protocols to mitigate
against a reoccurrence of this situation.
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All action items will be implemented effective January 1, 2025. The Department will take steps to search
for a qualified Financial/Fiscal Manager to be hired within the next three to four months. In the
meantime, the Managers of the Department will identify employees to constitute a financial team that will
be trained and prepared to undertake this task.

The Department is grateful for the recommendations as presented by your office and will act
expeditiously to implement these recommendations.

Sincerely,

ﬁ,E’Petersen Jr. Ph.D. t {

Commissioner

Cec: Riise Richards, VIDA Deputy Commissioner
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ADDITIONAL INFORMATION NEEDED
TO CLOSE RECOMMENDATIONS

Recommendation
Number and Status Additional Information Needed

Finding 1: Funding Shortage

1. Resolved. Provide evidence that a Financial/Fiscal
Director was hired and/or a financial team
was established.

Provide evidence that written policies and

protocols were established to mitigate

against untimely requests for the funds

appropriated and mandated by law.
Finding 2: Use of Funds

No Recommendations No actions are needed.
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Government of the Virqgin Islands

Virgin Islands Department of Agriculture
Office of the Governor

Office of the Lieutenant Governor

Office of Management and Budget

Virgin Islands Department of Justice

36" Legislature

Office of the Legislative Post Auditor

Virgin Islands Delegate to Congress

Government of the United States

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

United States Department of Justice, Federal Bureau of Investigation




