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EXECUTIVE SUMMARY

The following summarizes the findings from the Audit of Application of Employees’ Loan
Payments (AR-03-WAPA-23).

Finding 1: Loan Deduction Remittances (pages 3 to 5)

e During Calendar Years 2021 and 2022, WAPA was, at times, up to eleven months late in remitting
employees' loan deductions to GERS.

Finding 2: WAPA Arrears Payments to GERS (page 6)

e  WAPA started remitting all outstanding loan deduction payments in May 2022.



GOVERNMENT OF THE UNITED STATES VIRGIN ISLANDS

OFFICE OF THE V. 1. INSPECTOR GENERAL

2315 Kronprindsens Gade #75, Charlotte Amalie, St. Thomas, V. 1. 00802-6468
No 1. Commercial Building, Lagoon Street Complex, Frederiksted, St. Croix, V. I. 00840

DELIA M. THOMAS Tel. (340) 774-3388 STT
V.I. INSPECTOR GENERAL (340) 778-9012 STX

February 9, 2026

Maurice K. Muia, Chairman

Governing Board

Virgin Islands Water and Power Authority
9720 Estate Thomas

St. Thomas, VI 00802

Dear Chairman Muia:

This report contains the results of our audit of the Application of WAPA Employees’ Loan
Payments. The objective of the audit was to determine the extent to which WAPA remitted
employees’ loan deductions to financial institutions on time, per authorized agreements.

We found that during Calendar Years 2021 and 2022, WAPA was, at times, up to eleven months
late in remitting employees' loan deductions to GERS.

As a result, WAPA retirees could not receive their retirement income until all outstanding funds
owed to GERS were paid. Additionally, employees were at risk of late loan payments to credit unions
and denied prompt access to the portion of their deductions reserved for savings account deposits.

We made two recommendations to address the conditions and causes of the findings in this report.
Our recommendations addressed adherence to policy and internal controls.

An Exit conference was held on January 13, 2026. There was general agreement with the findings
and recommendations made in the report.

WAPA submitted a response to the recommendations on January 28, 2026, and it is included as
Appendix I, beginning on page 7. Both recommendations were adequately addressed. One
recommendation is considered resolved and implemented. The second recommendation is
considered resolved but not implemented, pending additional information.

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

Sincerely,

v
Delia M. Thomas, CFE
Virgin Islands Inspector General
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INTRODUCTION

BACKGROUND

The Virgin Islands Water and Power Authority (WAPA) is a public corporation and autonomous
agency of the U.S. Virgin Islands government. WAPA produces and distributes electricity and
potable water to residential and commercial customers in the territory.

WAPA’s Payroll Division processes payroll bi-weekly. Employees can allow for other types of
deductions besides retirement, taxes, union dues, and insurance. Other common deductions
employees allow include mortgage and personal loan payments with the Government Employees
Retirement System (GERS) and other financial institutions, including commercial banks and credit
unions. Monies are deducted from employees' pay and remitted to applicable creditors. For
Calendar Years 2021 through 2023, WAPA processed loan payment deductions for at least 223
employees.

OBJECTIVE, SCOPE, AND METHODOLOGY

The objective of our audit was to determine the extent to which WAPA remitted employees’ loan
deductions to financial institutions on time, per authorized agreements. The scope of our audit
covered Calendar Years 2021 through 2023.

To accomplish our objective, we interviewed WAPA officials and obtained an understanding of
the internal controls on loan deductions and remittances. We also interviewed officials of GERS
and other financial institutions and reviewed financial and other pertinent records as necessary.

We conducted this performance audit in accordance with generally accepted 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 objectives. We believe that the evidence
obtained provided a reasonable basis for our findings and conclusions based on our audit objective.

PRIOR AUDIT COVERAGE

There were no indications in the records we examined that WAPA’s application of employees’
loan payments had previously been audited.

WHY WE PERFORMED THE AUDIT

In May 2023, a senator of the 35" Legislature requested the audit after WAPA personnel shared
concerns about their loan deductions not being forwarded to financial institutions.




RESULTS

CONCLUSIONS

Our audit concluded that, during calendar years 2021 and 2022, WAPA’s management decision to
prioritize fuel expenses over other costs resulted in WAPA's late remittance of $447,950 in
employee loan deductions to GERS and its late transmission of employee deductions to two local
credit unions.

Specifically, WAPA remitted employees’ GERS loan deductions up to 11 months after the due
date. Also, in some cases, credit unions did not receive employee deductions for up to two weeks
after the payroll date. This occurred because WAPA's management, when the utility faced financial
challenges, decided that other financial obligations, such as fuel costs, took priority over other
expenses. The affected GERS payments included employer and employee retirement
contributions, as well as employees’ loan deductions to GERS. As a result, retiring employees
could not receive their retirement income until WAPA remitted all outstanding funds to GERS.
Additionally, the delayed transmission of employees’ credit union deductions jeopardized their
loan payments and denied them immediate access to their savings account deposits. We made
recommendations to address the conditions and causes identified in the report, including those
related to internal controls.




WHAT WE FOUND

FINDING 1: LOAN DEDUCTION REMITTANCES

Our audit of WAPA’s application of employees’ loan payments found that during Calendar Years
2021 and 2022, WAPA was, at times, up to eleven months late in remitting employees' loan
deductions to GERS.

We attribute this condition to: (1) WAPA’s financial crisis; and (2) WAPA’s management decision
to prioritize paying other financial obligations, such as fuel cost, over timely remitting GERS
payments, and credit unions’ deductions.

As a result, WAPA retirees could not receive their retirement income until all outstanding funds
were paid to GERS. Additionally, employees were at risk of late loan payments to credit unions
and denied prompt access to the portion of their deductions reserved for savings account deposits.

Criteria

According to WAPA'’s general business practices, the Finance Administration department is
responsible for wiring payroll deductions electronically on the same day or delivering printed
checks to the applicable financial institution on the next business day.

Remittances to GERS

We noted that WAPA transmitted employees’ loan payments from January 2021 through March
2021 in a timely manner. However, for 29 pay periods from April 2021 through April 2022,
remittances were delayed by 1 to 11 months after employees’ payroll deductions. As many as 25
pay periods passed before loan payments were remitted to GERS. For example, WAPA remitted
loan deductions three to five months late for the period from May 2021 to June 2021. From July
2021 through April 2022, remittances were at least 11 months late. The schedule below details
WAPA’s remittances of loan deductions to GERS. Employees’ payroll deductions ranged from
$25,000 to $55,000 per month.




Schedule: Remittances of Loan Deductions to GERS
# of Pay Total Late
Period Periods Late Months Late Remittance

Apr-21 13 1.5 $55,333
May-21 | 7.5-11 3.75-5.5 $35,116
Jun-21 9-10 45-5 $33,846
Jul-21 | 22.5-23 11.25-11.5 $34,113
Aug21 | 22.5-23 11.25-11.5 $33,984
Sep-21 25 11.25 $49.202
Oct-21 25 11.25 $30,909
Nov-21 25 11.25 $29,037
Dec-21 25 11.25 $28,458
Jan-22 11.25 $27.471
Feb-22 11.25 $26,352
Mar-22 11.25 $39,113
Apr-22 11.25 $25.016

WAPA’s Management Decision. An interview with WAPA’s Director of Treasury confirmed
that the delay in remitting GERS contributions was discussed with the then-Chief Executive
Officer and the then-Chief Financial Officer. The officials discussed WAPA'’s financial situation
and decided that there were critical obligations, such as fuel costs, that WAPA needed to address
immediately. Therefore, they decided, along with the Treasury Director, to delay remitting
contributions to GERS. The officials informed the Board’s Finance Committee of WAPA’s cash
flow issues. However, the details of their plans to address the cash flow issues were not discussed
with the Finance Committee, nor did they inform the committee that WAPA was behind in GERS
contributions. The Director of Treasury stated that their discussions with the Committee were more
for informing them rather than seeking their approval.

Furthermore, our review of WAPA’s Governing Board meeting minutes revealed that the then-
Chief Executive Officer of WAPA discussed the company’s cash flow issues with the Governing
Board.

Employees’ GERS Loan Payments. We inquired with WAPA officials specifically about the
decision not to remit the employees’ loan payments to GERS. The officials stated that the decision
was made not to pay GERS contributions. The decision did not consider deductions for employees’
loans. Officials stated that they became aware of the issue with loan payments when employees
reported difficulties when attempting to retire. The official believed each issue was rectified as the
employees notified the agency.

Impact of GERS Loan Nonpayment. We inquired with GERS about the effects of employees'
nonpayment of their loans. GERS officials stated that the nonpayment did not affect the employees'
credit rating, as GERS does not report its secured loans to the credit bureaus. Also, if an employee’s
loan term had expired, GERS would have notified the employer to stop the payment deduction,




even if the employer was delinquent in transmitting those payments. Therefore, the impact of loan
non-payment became an issue only when employees faced retirement because GERS would delay
adding them to the retiree payroll until all outstanding funds were paid. We asked GERS officials
if WAPA could have remitted the loan payments separately from the GERS retirement
contributions. GERS officials stated that contributions must be posted before loan payments are
processed.

Loan Remittances to Commercial Banks and Credit Unions

We found that WAPA had four employee loan payments deducted with two commercial banks
and 164 credit union deductions with two local credit unions. We were unable to determine the
timing of WAPA’s transmittals to these institutions because most payments were delivered by
check rather than electronically. Although the checks were dated on the payroll date, this did not
confirm when the financial institutions received them. Additionally, there was no way to determine
which portion of the credit union's deductions was for loans versus other types of deductions, such
as savings. Therefore, we inquired with the credit unions on St. Thomas and St. Croix regarding
payroll deductions for WAPA employees during the audited period. Both credit unions reported
experiencing late remittances.

The credit unions reported that remittances were often late by up to one week, but not more than
three weeks. Additionally, when payments were late and may have jeopardized employees' loan
payments being reported as late to the credit bureaus, the credit unions collaborated with WAPA
and, if necessary, with the affected employees to prevent adverse reports. Furthermore, both credit
unions reported that late charges were not assessed on the loans because those payments were
payroll-deducted.

WHAT WE RECOMMEND

We recommend that WAPA’s management:

1. Ensure that WAPA follow its policy to transmit employee elected deduction (loan/savings,
etc.) promptly to the respective financial institutions.

Establish procedures to ensure an audit trail for the delivery of manual checks issued to
financial institutions.

WAPA’s Response

The response indicated agreement with both recommendations. WAPA indicated that it will adhere
strictly to its policies and procedures regarding the timely transmission of employee-elected
deductions for all benefits to their respective institutions. A compliance report will be provided to
the Chair of the Finance and Audit Committee. Furthermore, they will establish a documented
process to track the delivery of printed checks issued to financial institutions. In addition, if there
is a deviation from established policies or processes, the Chair of the Finance and Audit Committee




will be notified within 30 calendar days, and a corrective action plan will be presented to the
Committee for approval.

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

Based on the submitted response, we will consider these recommendations resolved, with one
not implemented, pending additional information.

FINDING 2: WAPA ARREARS PAYMENTS TO GERS

We found that WAPA started remitting all outstanding loan deduction payments in May 2022. By
April 2023, WAPA had remitted all payments in arrears to GERS. For the pay periods from May
2022 through December 2023, WAPA remittances were made on time, covering 43 consecutive
pay periods.

According to GERS records, out of 97 WAPA employees with loans, 89 loans were paid in full.
Of the eight remaining loans, seven are for current employees, and one is for a now-retired
former employee. GERS records indicate that all seven current employees’ loans are up to date
as of September 25, 2025.




APPENDIX I

WAPA’S RESPONSE

VIRGIN ISLANDS
WATER ano POWER

PO Box 1009
AUTHORITY Christiansted, Virgin Islands 00821
Telephone: 340-773-2250, Ext. 4104

OFFICE OF THE GOVERNING BOARD
January 28, 2026

Ms. Delia M. Thomas

Virgin Islands Inspector General

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

Charlotte Amalie, St. Thomas, V1 00802-6468

Dear Honorable Ms. Thomas:

I would like to express my sincere appreciation for yvour recent report detailing the deficiencies
in the transmission of WAPA emplovees” loan payments during calendar vears 2021 and 2022,
As Chairman of the Governing Board, 1 take these matters very seriously. Our retirees and active
employees should never bear the burden of having their retirement benefits placed at risk due to
unfunded obligations. nor should their credit standing be jeopardized as a result of the
Authority’s fiscal challenges.

Y our investigation found that a total of 3403668 in employee deductions to GERS was
delinquent between Apnl 2021 and April 2022, in some instances by as much as a vear. Similar
issues were identified with payroll deductions to two commercial banks and two credit unions,
all reflecting a recurring delay remittance pattern.

I fully accept your recommendations and outline our commitments as follows:

l. VIWAPA will adhere strictly to its policies and procedures regarding the timely transmission
of employee-elected deductions for all benefits to their respective financial, health, and other
institutions. A compliance report will be provided to the Chair of the Finance and Audit
Committee.

2. VIWAPA will establish a documented process to track the delivery of printed checks issued to
financial institutions.

3. Should there be any plan to deviate from existing or newly established policies or processes,
the Chair of the Finance and Audit Committee will be notified within 30 calendar days, and a
comrective plan will be presented to the Committee for approval.

Thank you once again for your thorough review and dedication to ensuring accountability and
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Friday. Jamuary 30, 2026
Page 2

transparency. VIWAPA remains committed to corrective action and continuous improvement in
OUr process.

Sincerely.

Maufice K. Muia
Chairman, Goveming Board




APPENDIX II

ADDITIONAL INFORMATION NEEDED
TO CLOSE RECOMMENDATIONS

Recommendation
Number and Status Additional Information Needed

Finding 1: Loan Deduction Remittances

1. Resolved. A follow-up will be necessary to determine
whether WAPA is complying with its
policy.

2. Resolved but not implemented. Provide evidence of established procedures.

Finding 2: WAPA Arrears Payments to
GERS

No recommendations. No action needed.
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OFFICIAL REPORT DISTRIBUTION

Government of the Virgin Islands

Virgin Islands Water and Power Authority
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







