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EXECUTIVE SUMMARY 
 

 The following summarizes the major findings from the Follow-up Inspection of Real 

Property Tax Auctions (INR-01-30-19). 

 

Finding 1: Added Costs (pages 7 to 11) 

 

 Property owners were paid incorrect net proceeds collected at real property tax auctions. 

 The incorrect payments were due to the decision to include added expenses not 

previously included in the auction opening bids. 

 The incorrect payments resulted in over $57,000 in added costs to properties sold at 

auctions. 

 

Finding 2: Distribution of Net Proceeds (pages 13 to 16) 

 

 Forty-two out of forty-nine net proceeds payment were incorrectly calculated. 

 Five property owners were overpaid over $19,000. 

 Thirty-seven property owners were underpaid over $91,000.. 

 

Finding 3: Waived Property Taxes (pages17 to 20) 

 

 Unpaid property taxes were written-off. 

 Almost $89,000 in property taxes was waived by the posting of 151 adjustments to 

property tax records. 

 

Finding 4: Erroneous Transactions (pages 21 to 22) 

 

 A net proceeds payment was made to a property owner whose property transfer was not 

completed. 

 A payment was made to someone other than the property owner. 

 A refund payment was made to a purchaser who also had title to the property. 
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  October 5, 2018 

 

 

Honorable Kenneth E. Mapp 

Governor of the Virgin Islands 

Government House 

21-22 Kongens Gade 

Charlotte Amalie, Virgin Islands 00802 

 

Honorable Myron D. Jackson 

Senate President 

We found that Lieutenant Governor’s Office officials incorrectly paid some property 

owners the net proceeds collected at real property tax auctions held territory-wide. The 

inaccurate payments were the direct result of Lieutenant Governor’s Office officials’ decision to 

include added expenses not previously included in the opening bids (cost) of the properties sold. 

Specifically,we found that officials: (a) increased the interest rates used to determine the property 

tax penalty; (b) added previously excluded penalties and costs from the opening bid price; (c) 

added unbilled property tax obligations that became payable after the auction occurred; (d) added 

other property tax obligations that remained unbilled on the date of redemption; and, (e) 

increased the administrative costs charged to the sold properties. Lieutenant Governor’s Office 

officials did not accurately account for the taxes and public sewer system fees collected from the 

sold properties. The officials did not ensure that the recording of taxes paid on the property tax 

records reconciled with the payments collected at the auctions. Forty-two of forty-nine net 

proceeds payments were either overpaid or underpaid. Specifically, officials made 5 

overpayments totaling $19,484 and 37 underpayments totaling $91,048. 

 
 

32
nd

 Legislature 

Capital Building 

Charlotte Amalie, Virgin Islands 00802 

 

Dear Governor Mapp and Senator Jackson: 
 

 This final report contains the results of our follow-up inspection on real property tax 

auctions. The objective of the inspection was to determine: (i) if Lieutenant Governor’s Office 

officials correctly paid property owners the net proceeds generated from sold properties, and (ii) 

if Lieutenant Governor’s Office officials deducted and accounted for the taxes and public sewer 

system user fees, penalties and costs as prescribed by the Title 33 Section 2547 (c) of the Virgin 

Islands Code. 

 



We also found that Lieutenant Governor’s Office officials did not deduct and place into 

the General Fund the taxes, penalties, and costs portions of the monies collected from sold 

properties. In addition, Lieutenant Governor’s Office officials waived uncollected property tax 

revenue by simply writing those taxes off the collection records. 
 

An exit conference was held on May 11, 2018, and there was general agreement with the 

findings and recommendations in the report. Officials from the Lieutenant Governor’s Office 

submitted a response dated May 22, 2018 and it is included as Appendix I beginning on page 20 

of this report. 

 

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

 

 

 

 

 Sincerely,  
 

 

      Steven van Beverhoudt, CFE, CGFM 

      V. I. Inspector General 
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INTRODUCTION 
 

BACKGROUND 
 

 The responsibility for the collection of real property taxes was transferred from the 

Department of Finance (Finance) to the Office of the Lieutenant Governor (Lieutenant 

Governor’s Office) on December 22, 2007, by Act 6976. As part of the Lieutenant Governor’s 

Office attempt to reduce the territory’s large delinquency in real property taxes and sewer system 

user fees, a determination was made to initiate a series of real property actions as authorized by 

Title 33, Section 2541, of the Virgin Islands Code (Code).   

 

On January 25, 2012, in the St. Thomas/St. John District, the Lieutenant Governor’s 

Office held the first in a series of real property tax auctions. From January 25, 2012 through June 

26, 2013, there were 12 auctions held territory-wide (6 in the St. Thomas/St. John District and 6 

in the St. Croix District). 

 

 Title 33, Chapter 89, Subchapter III, Sections 2541 through 2554 of the Code addresses 

the attachment and sale of property for the nonpayment of real property taxes and sewer system 

user fees. Also, Title 33, Chapter 89, Subchapter IV, Sections 2581 through 2584 of the Code 

outlines the right of the property owner to redeem or reacquire property after it has been sold at 

auction. Both subchapters contain numerous specific steps and time frames that must be followed 

in the attachment and redemption of real properties auctioned for the nonpayment of real 

property taxes and sewer system user fees. 

 

 Specifically, Title 33, Section 2541 of the Code gives the Lieutenant Governor the 

authority to attach and sell real property of delinquent taxpayers. It also requires the Lieutenant 

Governor to prepare a written notice of attachment of the real property for which the taxes are 

due. Among other things, the notice of attachment shall include (a) the amount of delinquent 

taxes, sewer system user fees, and interest due, and, (b) a statement that if the required taxes, 

fees, penalties and costs are not paid within a prescribed time, the property will be sold at the 

public auction. The notice is required to include the date of the public auction and the date upon 

which the period to redeem the delinquent real property expires. 

 

 The Code also requires that the notice of attachment be served on the taxpayer or family 

member of legal age. If the taxpayer or family member cannot be found, the notice can be left 

with two neighbors willing to be witnesses to the service of the notice. If no witnesses are willing 

to accept the notices, the notice must be mailed to the taxpayer’s last known address and 

published in a newspaper of general circulation once a week for 4 consecutive weeks, and posted 

in the nearest post office or the bulletin board of the Superior Court. All attempts to serve the 

taxpayer must be properly documented for later use. 

 

 Title 33, Section 2546 of the Code requires that the property be advertised for sale at least 

once in a different newspaper of general circulation in each island district. The cost of the 

advertising together with a fee of $5.00 for service of the notice shall be included as part of the 

cost of the sale. 
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Also, Title 33 Section, 2547 of the Code, states that the Lieutenant Governor shall not 

accept a bid for a less amount than the associated taxes and public sewer system user fees, 

together with all costs and penalties on the real property. In addition, Title 33 Section 2547(c) 

states that after receipt of any purchase money, the Lieutenant Governor shall deduct the sums 

due for taxes and public sewer system user fees, penalties and costs.  Subsequently, the 

Lieutenant Governor shall place the excess funds collected in a trust account and upon the 

required time this amount shall be paid to the taxpayer, or in the event of redemption shall be 

given to the purchaser.  

 

 Title 33, Section 2581, allows the owner whose property was sold at public auction to 

redeem or reacquire the property within one year from the date of sale at the auction, by paying 

the full amount of the bid accepted, with interest at the rate of 12% per annum, and all 

outstanding property taxes and sewer system users fees due for the period between the date of the 

sale and the date the owner redeems the property, together with a $15 fee. 

 

The Code requires the Lieutenant Governor’s Office to attach to a real property all 

delinquent taxes, penalties, fees, and costs owing, and to include the related costs in the price of 

the property offered for public auction. The total of all such costs represents the starting 

(opening) bid amount at the auction. The Code requires that any purchase money collected from 

a real property tax auction that exceeds the cost results in net proceeds payable to the owner once 

the property owner does not exercise his/her right to redeem the property.  

 

Title 33 Section 2494 of the Code sets the due and payable date for property taxes and 

public sewer system user fees, respectively, on June 30
th

 of each year.  Once billed, the taxes and 

public sewer system user fees become delinquent if not paid by August 30
th

 of each year.  The 

Lieutenant Governor was given the right to waive all penalties and interest associated with these 

taxes.  

  

From January 18, 2012 through June 26, 2013, the Lieutenant Governor’s Office sold 153 

properties. Of those properties sold, 105 were not redeemed with 100 of the properties generating 

a net proceed for the property owner. As of December 31, 2014, the Lieutenant Governor’s 

Office issued 49 checks totaling $1,180,489 in net proceeds paid to property owners who chose 

not to exercise their redemption rights. Of these issued checks, 42 checks totaling $1,031,884 

were returned to the Lieutenant Governor’s Office, most due to undeliverable addresses.  

 

On July 17, 2015, the Lieutenant Governor officially voided all 12 real property tax 

auctions held from January 2012 through June 2013. A total of $4,209,764 was collected 

territory-wide and deposited into an escrow account controlled by Finance. Prior to the 

expiration of the one year redemption period, $1,218,615 was paid to buyers who purchased 

properties that were redeemed by the original owner, or required reimbursements due to some 

irregularity of the sale. The remaining $2,991,149 represented properties not redeemed, sold, and 

required reimbursement. As of August 2017, officials at the Lieutenant Governor’s Office had 

reconciled and processed $2,897,249 or 96% of those payments. 
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Also, after the Lieutenant Governor voided the real property tax auctions, his office 

placed a “Special Deed For Legally Deficient Auction” on record with the Recorder of Deeds 

thereby reverting ownership of the property to the owner whose property was attached. 

 

OBJECTIVE, SCOPE, AND METHODOLOGY 
 

Based on the irregular procedural changes reported on September 15, 2014, in our 

Inspection Report of Real Property Auctions, we considered it necessary to examine the 

Lieutenant Governor’s Office administrative handling of monies collected from sold properties. 

 

The objective of the inspection was to determine: (i) if Lieutenant Governor’s Office 

officials correctly paid property owners the net proceeds generated from sold properties, and (ii) 

if Lieutenant Governor’s Office officials deducted and accounted for the taxes and public sewer 

system user fees, penalties and costs as prescribed by the Title 33 Section 2547 (c) of the Code.  

  
We performed our inspection based on the Council of the Inspectors General on Integrity 

and Efficiency “Quality Standards for Inspections.” We obtained and reviewed all documents 

provided to us by officials of the Lieutenant Governor’s Office relating to the properties sold and 

redeemed as a result of the 12 real property tax auctions held territory-wide. Specifically, we 

looked at the net proceeds generated and paid to property owners who chose not to exercise their 

redemption rights. As a result of the sales, we examined the tax payments and public sewer 

system fees collected to ensure that Lieutenant Governor’s Office officials accurately recorded 

the payments on the property’s tax record. 

 

PRIOR AUDIT COVERAGE 

 

We issued report INR-01-30-14, “Inspection of Real Property Auctions Held By The 

Office of the Lieutenant Governor,” on September 15, 2014.  Finding 6 of the report addressed 

the “Assessment and Collection of Fees.” We determined that although the Lieutenant 

Governor’s Office had incurred $296,068 in advertising costs, only $20,022 was collected from 

auctioned properties.     
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RESULTS 
 

CONCLUSIONS  
 

We found that Lieutenant Governor’s Office officials incorrectly paid some property 

owners the net proceeds collected at real property tax auctions held territory-wide. The 

inaccurate payments were the direct result of Lieutenant Governor’s Office officials’ decision to 

include added expenses not previously included in the opening bids (cost) of the properties sold. 

Specifically, we found that officials: (a) increased the interest rates used to determine the 

property tax penalty; (b) added previously excluded penalties and costs from the opening bid 

price; (c) added unbilled property tax obligations that became payable after the auction occurred; 

(d) added other property tax obligations that remained unbilled on the date of redemption; and, 

(e) increased the administrative costs charged to the sold properties. Lieutenant Governor’s 

Office officials did not accurately account for the taxes and public sewer system fees collected 

from the sold properties. The officials did not ensure that the recording of taxes paid on the 

property tax records reconciled with the payments collected at the auctions. Forty-two of forty-

nine net proceeds payments were either overpaid or underpaid. Specifically, officials made 5 

overpayments totaling $19,484 and 37 underpayments totaling $91,048. 

 

We also found that Lieutenant Governor’s Office officials did not deduct and place into 

the General Fund the taxes, penalties, and costs portions of the monies collected from sold 

properties. In addition, Lieutenant Governor’s Office officials waived uncollected property tax 

revenue by simply writing those taxes off the collection records. 
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FINDING 1: ADDED COSTS 
 

Lieutenant Governor’s Office officials incorrectly paid some property owners the net 

proceeds collected at real property tax auctions held territory-wide. The inaccurate payments 

were the direct result of Lieutenant Governor’s Office officials’ decision to include added 

expenses not previously included in the opening bids (cost) of the properties sold. Specifically, 

we found that officials: (a) increased the interest rates used to determine the property tax penalty; 

(b) added previously excluded penalties and costs from the opening bid price; (c) added unbilled 

property tax obligations that became payable after the auction occurred; (d) added other property 

tax obligations that remained unbilled on the date of redemption; and, (e) increased the 

administrative costs charged to the sold properties. 

 

Lieutenant Governor’s Office officials charged $57,551 in added costs to properties 

previously sold at the territory’s real property tax auctions. The higher costs had the effect of 

lowering the amount of the net proceeds paid to the property owners.  

 

Background 

  
Title 33, Section 2541(a) of the Code gives the Lieutenant Governor the authority to 

collect delinquent property taxes by attachment and sale of the property for any taxes and public 

sewer system user fees.  Also, Section 2546 requires the Lieutenant Governor to add the cost of 

advertising and a fee of $5.00 for service of the notice upon the taxpayer. 

 

In our report on the “Inspection of Real Property Auctions held by the Office of the 

Lieutenant Governor” (INR-01-30-14) on September 15, 2014, Finding 6: Assessment and 

Collection of Fees, we reported that although the Lieutenant Governor’s Office had incurred 

$296,068 in advertising costs, the office collected only $20,022 in advertising fees from those 

auctioned properties. 

  

Increased Costs  

 

Based on our review of the various documents maintained at the Lieutenant Governor’s 

Office, we found that after the auctions had been conducted, officials decided to recoup some 

advertising costs not included in the original auction price of properties sold. In addition, 

officials included additional years of property taxes that become due and payable during the sold 

properties’ redemption period. Officials also included anticipated property tax bills for tax years 

that remained unbilled on the date of redemption. These added charges were expensed to the 

property owners’ net proceeds, thereby reducing the amount paid to the owners.  

 

We also found that the interest rates used to calculate each year's interest cost, determined 

for the auction, was updated to reflect what those rates were one year later. As a result, those 

updated interest rates, when applied to the taxes owed, created an increased interest charge that 

officials used to determine the net proceed.    
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On St. Croix, Lieutenant Governor’s Office officials increased the auction cost of 25 

properties by $18,635.  We found that $17,710 or 95% of the higher cost was the direct result of 

the Lieutenant Governor’s Office officials attempt to recoup the cost of lost advertising fees not 

charged at the time of the auctions.   

 

In the St. Thomas District, the collection officials increased the auction cost of 15 

properties by $38,917. We found that $31,657or 81% of the higher cost was for taxes, interest, 

and costs that officials did not include in the minimum auction amount. The following schedule 

shows seven instances where property’s costs were increased by at least $1,500. 
 

INCREASED COST 
 

Example Increase In 

Interest Cost 

Increase in 

Original 

Tax/Penalty 

Added 

Tax 

Years 

Change in 

Administrative 

Cost 

Total Cost 

Increase 

ST. CROIX      

1 $        - $925 $          -     $690   $   1,615 

      

ST. THOMAS      

2   1,240   549  12,900   (140) 14,550 

3      557       5    3,061     610   4,234 

4      508 -    2,348     610   3,466 

5      474 -    2,531    (140)   2,864 

6      353 -    1,946    (140)   2,159 

7      104 -    1,075      610   1,789 

 

Interest Cost 
 

Our review revealed that when St. Thomas officials processed the net proceeds, they 

updated the interest rates initially assessed to reflect an increased interest rate one year later.  

These new interest rates, when applied to the property’s tax bill, increased the overall cost of the 

sale and contributed to the reduction of the net proceed paid to the property owner.  This 

situation did not occur in the St. Croix District. 

 

The following schedule shows the interest rates changes made from 2006-2009 for the six 

properties whose net proceeds were underpaid by at least $1,500.  

 

INTEREST RATE CHANGE 

 

Example 
Change in Interest Rate Increase 

Cost 2006 2007 2008 2009 

1 7% to 25% 1% to 24% - - $1,240 

2 14% to 25% 8% to 24% 3% to 19% 0% to 14%      557 

3 14% to 25% 8% to 25% 3% to 25% 0% to 25%      508 

4 14% to 25% 8% to 24% 1% to 18% 0% to 14%      474 

5 14% to 25% 8% to 24% 3% to 18% 0% to 14% 353 

6 17% to 25% 11% to 24% 6% to 18% 1% to 14% 104 
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As an example, in the first instance listed above,  the cost of the sale increased by $1,240 

because the interest rate applied at the time of the sale for tax years 2006, and 2007 was 7% and 

1%, respectively.  However, one year after the sale, the officials updated those interest costs to 

25% and 24%, respectively.  

 

Taxes/Penalties  

 

We found that Lieutenant Governor’s Office officials, in some instances, did not include 

the penalties and costs associated with some tax years attached for sale. However, after the 

redemption period had expired, the officials included those costs in the final net proceeds 

calculation. The total penalties and costs added was $32,583.  The St. Thomas/St. John District 

accounted for $31,658 and the St. Croix District accounted for $925 of the increased charge. 

 

St. Thomas District/St. John. For one sold property, the 2008 property taxes were included in 

the auctioned price. However, the penalties and costs were not included. One year after the sale 

had occurred, officials included the 2008 penalty of $544 and costs of $5 to the total expense 

charged to the property owner’s net proceeds. The adjusted value increased the cost of the sale 

by $549 and decreased the net proceeds paid to the property owner. 

 

St. Croix District. After the Lieutenant Governor’s Office held the auctions on St. Croix, one 

property’s cost was increased by $925. We were able to determine that $220 of the increased 

cost was for the 1999 taxes not included in the price of the sale. However, we were unable to 

determine the reason for the additional $705 in increased costs. 

  

Unbilled Property Taxes   

 

We found that Lieutenant Governor’s Office officials included the cost of property taxes 

unbilled at the time of the auction but became due and payable during the redemption period. 

Also, Lieutenant Governor’s Office officials in the St. Thomas/St. John District added property 

tax years that remained unbilled on the date of redemption. We did not find this particular issue 

in the St. Croix District. 

 

For example, one property was attached for sale up to the tax year 2008. However, at the 

end of the redemption period, officials charged the 2009-2012 taxes, penalties, and costs against 

the net proceeds of the property owner. We found that 2009-2010 taxes became due and payable, 

and 2011-2012 remained unbilled. This adjustment lowered the net proceeds paid to the property 

owner by increasing the cost of the sale by $12,900.  
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Lieutenant Governor’s Office officials attached and sold another property for tax years up 

to 2009. However, at the end of the redemption period, the officials charged the 2010-2012 

taxes, penalties, and costs to the net proceeds of the property owner. We found that 2010-2011 

taxes became due and payable, and 2012 remained unbilled. This adjustment decreased the 

owner’s net proceeds by increasing the cost of the sale by $3,061.  

 

Finally, a third property was attached for tax years up to 2009.  However, at the end of 

the redemption period, Lieutenant Governor’s Office officials charged the 2010-2012 taxes, 

penalties, and costs to the net proceeds of the property owner. We found that 2010-2011 taxes 

became due and payable, and 2012 remained unbilled.  This adjustment lowered the owner’s net 

proceeds by increasing the cost of the sale by $2,531. 

  

Administrative Costs   

 

Lieutenant Governor’s Office officials increased the administrative expense initially 

charged during the auction from $60 or $140 to $750. The updated value was used to calculate 

the net proceeds paid to the property owner. 

   

St. Croix District. A property was auctioned for $12,500 and the costs assessed at the auction 

was $6,811. Accordingly, the net proceeds generated from the sale and payable to the owner was 

$5,689. However, the check was issued for $4,939. Our review showed that the check was issued 

for an amount less than expected because the officials added $750 in additional administrative 

costs not assessed on the date of the auction.   

 

Another property was sold for $35,000 and the costs determined at the auction was 

$3,344. Therefore, the net proceeds generated was $31,656. Lieutenant Governor’s Office 

officials issued a check for $30,966, or $690 less than expected.  Our review found that this 

occurred because Lieutenant Governor’s Office officials increased the administrative costs of 

$60 assessed during the auction to $750 at the processing of the net proceeds. The net impact on 

the property owner was a check issued for $690 less than owed. 

 

St. Thomas/St. John District. For an auctioned property, Lieutenant Governor’s Office officials 

included in the sale $140 in administrative costs. However, one year later, the officials increased 

the costs from $140 to $750. As a result, the property owner’s net proceeds was reduced by 

$610. 
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Recommendations 

 

We recommend that the Lieutenant Governor of the Virgin Islands: 

 

1. Ensure that all applicable costs are included in the price of properties offered for auction. 

 

2. Obtain a legal opinion from the Attorney General of the Virgin Islands on including in 

the opening bid all anticipated property tax expense that will become billable within one 

year from the date of an auction. 

 

3. Cease offering properties at auction for a lesser amount than the taxes, penalties, costs, 

and other fees owed on the real property. 

 

4. Stop increasing the costs of a sold real property, after the completion of a sale. 

 

5. Flag sold properties in the computerized property tax management system to alleviate any 

potential inappropriate transactions occurring during the years’ redemption period. 

 

6. Ensure that all staff members responsible for auctioning real property for delinquent taxes 

are appropriately trained and educated on all applicable federal and local laws, rules and 

regulations governing the process. 

 

Lieutenant Governor’s Office Response 

 

 Officials from the Lieutenant Governor’s Office agreed with all of the recommendations 

made in this section of the report. It was indicated that in May 2017, a Guidance Manual for 

Property Tax Auctions (Manual) was implement. This Manual used during the first auction held 

in August 2017, and the guidance provided addressed all of the issues covered by the first four 

recommendations. 

 

 Regarding the fifth recommendation, the CAVU billing system is currently being updated 

to allow for the tracking of properties and auctions. 

 

 Finally, regarding the sixth recommendation, all staff members from both districts have 

received training in the new Manual. 

 

V. I. Inspector General’s Comments 

 

 Based on the responses to the recommendations made, we consider them fully resolved 

and implemented. No further action is needed. 
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FINDING 2: DISTRIBUTION OF NET PROCEEDS 

 

The Lieutenant Governor’s Office incorrectly paid 42 of 49 net proceeds payments issued 

to property owners who were entitled to receive funds generated from the real property tax 

auctions. Lieutenant Governor’s Office officials processed and overpaid 5 net proceeds payments 

by $19,484 and underpaid 37 payments by $91,048. 

 

Background 

 

Title 33 Section 2547(c) of the Code states that “after receipt of any purchase money, the 

Lieutenant Governor shall deduct from the sums due for taxes and public sewer system user fees, 

penalties and costs. The excess thereof shall be held in trust by the Lieutenant Governor, and in 

due course shall be paid to the taxpayer, or in the event of redemption shall be paid to the 

purchaser.” 

   

Title 33, Section 2581 of the Code, allows the property owner, whose property was sold 

at public auction, to redeem the property within one year from the date of sale at the auction, by 

paying the full amount of the bid accepted, with interest at the rate of 12% per annum, and all 

outstanding property taxes and sewer system users fees due for the period between the date of the 

sale and the date the owner redeems the property, together with a $15 fee. 

 

Net Proceeds 

 

The Lieutenant Governor’s Office issued 49 checks totaling $1,180,489 in net proceeds 

paid to property owners who chose not to exercise their redemption rights.   

 

In the St. Croix District, the Lieutenant Governor’s Office Tax Collector Division 

processed 33 final proceeds checks. However, we found that the officials incorrectly calculated 

the amounts payable on 26 or 81% of the payouts.  In 5 instances, the amounts paid were 

overstated by as much as $10,028. In 21 cases, the payments were underpaid by as much as 

$1,590. We found that overpayments totaled of $19,484 and underpayments equaled $14,788. 

 

In the St. Thomas/St. John District, the Tax Collector Division processed 16 net proceeds 

checks to property owners. We found that all 16 or 100% of the issued checks were for amounts 

less than determined by collection records. We found that the largest underpayment totaled 

$14,550.  All of the underpayments totaled $76,260. 

 

Net Proceeds Overpaid. Our inspection found that all overpaid net-proceeds payments were 

processed in the St. Croix District. We concluded that the overpaid net proceeds were the result 

of officials overstating the purchase price and the costs, or understating the cost of sold 



 

 
14 

 

properties. The table shown below details three examples of net proceeds overpaid by Lieutenant 

Governor’s Office officials. 

 

NET PROCEEDS OVERPAID 

 

Example 
Purchase 

Amount 

Costs Assessed 

at Auction 

Net 

Proceeds 

Check 

Issued 
Overage 

1  $    5,789  $   5,789 $           0  $  10,028  $10,028 

2        5,000      4,530           470       7,955     7,485 

3  190,000  26,214  163,786 165,696   1,910 

 

As shown above, a property was sold for $5,789, the exact amount of taxes, penalties, 

and interest assessed at the auction. As a result, no net proceeds were generated by this sale. 

However, we found that a net proceeds form was processed that prompted Lieutenant Governor’s 

Office officials to issue a check for $10,028. We noted that officials overstated both the purchase 

price paid by $9,311 and the assessed costs by $717. Upon further inspection, we found that the 

Lieutenant Governor’s Office officials issued this check to a person other than the property’s 

owner. A trace of this net proceeds payment showed that the bearer did not cash the check.  

 

In another example, a property was purchased for $5,000. The opening bid, which 

represented all taxes, penalties, and costs assessed at the time of the auction, was $4,530.  As a 

result, the net proceeds payable to the owner was $470. However, the Lieutenant Governor 

Office issued a check for $7,849. The officials overstated the purchase price by $9,100; 

increased the initial cost by $925; and added a new cost of $690. These various 

misrepresentations caused the Lieutenant Governor’s Office to issue a check for $7,014 more 

than necessary. We traced this payment and found that the property owner did not cash the 

check. 

 

Finally, a property was sold for $190,000 and the cost charged at the auction was 

$26,214. As a result, the property owner was entitled to a net proceed check of $163,786.  

However, a check was issued for $165,597. We found that officials understated the initial cost 

assessed at the auction by $2,660 and added the additional cost of $750. The net effect to the 

property owner was a check issued for $1,910 more than the required amount. A trace of this 

payment showed that the property owner did not cash the check. 

 

Net Proceeds Underpaid. We determined that Lieutenant Governor’s Office officials underpaid 

37 of the 49 net proceeds payments. We found that $14,788 in net proceeds was underpaid in the 

St. Croix District and $76,260 in the St. Thomas/St. JohnDistrict. As a result, a total of $91,048 

in net proceeds was underpaid territory-wide. The following schedule details examples by island 

district of the net proceeds underpaid by the Lieutenant Governor’s Office. 
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NET PROCEEDS UNDERPAID 

 

Example 
Purchase 

Amount 

Costs 

Assessed at 

Auction 

Net 

Proceeds 

Check 

Issued 
Shortage 

St.Thomas      

1   $  45,000  $    3,468 $  41,392 $  7,559 $33,833 

2   101,000   46,140     54,860     40,310 14,550 

3     33,000   18,229     14,771     10,537   4,234 

St. Croix      

4     31,000   10,507     20,493     18,903   1,590 

5     12,500     6,811       5,689       4,939       750 

6     35,000     3,344     31,656     30,966       690 

      

Total $257,500 $88,499 $168,861 $113,214 $55,647 

 

St. Thomas/St. John District. In the first example shown above, the Lieutenant 

Governor Office sold a property for $45,000 with an assessed cost of $3,468. As a result, the net 

proceeds payable to the owner was $41,392. However, a check was issued for $7,559. This 

underpayment occurred because Lieutenant Governor’s Office officials understated the purchase 

price by $33,000 and overstated the original cost assessed by $833. The net impact on the 

property owner was a check issued for $33,833 less than what was owed.  

 

Another property was sold for $101,000 and the costs assessed at the auction was 

$46,140. Therefore, the net proceeds generated from the sale and payable to the owner was 

$54,860. However, a check was issued for $40,310. We found that the check was issued for an 

amount less than expected because Lieutenant Governor’s Office officials overstated the cost 

initially assessed by $14,550. 

  

Finally, a property was sold for $33,000 and the cost determined at the auction was 

$18,229. Therefore, the net proceeds generated was $14,771.  However, Lieutenant Governor’s 

Office officials issued a check for $10,537.  This occurred because the officials overstated the 

costs initially assessed by $4,234. 

 

St. Croix District. As shown in the fourth example listed in the table above the 

Lieutenant Governor’s Office officials sold a property for $31,000 with an assessed cost of 

$10,507. As a result, the net proceeds payable to the property owner was $20,493.  However, we 

found an issued check for $18,903 or $1,590 less than owed.  This occurred due to the net effect 

of officials understating the purchase price by $900 and overstating the costs assessed at the 

auction by $690. 

  

Another property was sold for $12,500 and the costs assessed at the auction was $6,811. 

Therefore, the net proceeds generated from the sale and payable to the owner was $5,689. 

However, the check was issued for $4,939.  Our review revealed that the check was issued for an 

amount less than expected because the officials added $750 in additional costs not assess on the 

date of the auction.   
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In the final example, a property was sold for $35,000 and the costs determined at the 

auction was $3,344. Therefore, the net proceeds generated was $31,656. The actual amount of 

the check issued was $30,966, or $690 less than expected.  Our review found that this occurred 

because of the net effect of officials substituting a cost of $60 assessed at the time of the auction 

with $750 during the processing of the net proceeds.  

  

Recommendations 

 

 We recommend that the Lieutenant Governor of the Virgin Islands: 

 

1. Develop policies and procedures to ensure that Lieutenant Governor’s Office officials 

accurately remit to eligible property owners all net proceeds collected at the real property 

tax auctions. 

 

2. Ensure that the Lieutenant Governor’s Office appropriately account for all disbursed final 

proceeds checks.  

 

Lieutenant Governor’s Office Response 

 

 There was agreement with the recommendations made. The new Manual address all of 

the issues raised by the recommendations made in this section of the report. 

 

V. I. Inspector General’s Comments 

 

 Based on the responses to the recommendations made, we consider them fully resolved 

and implemented. No further action is needed. 
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FINDING 3: WAIVED PROPERTY TAXES 
 

Lieutenant Governor’s Office officials did not collect and directly wrote-off unpaid 

property taxes. During our review, we reconciled the purchase monies received from the real 

property tax auctions and found that officials did not accurately deduct, and register as paid, the 

property taxes collected from the sales held territory-wide. As a result, we found that officials 

waived taxes by posting, as paid, 151 adjustments totaling $88,953 in property tax payments that 

exceeded the purchase monies collected. 

 

Background  

  

The Lieutenant Governor’s Office utilized a software program called “CAVU” to 

maintain the real property tax records of the Government of the Virgin Islands. The CAVU 

program serves as the main database of all real properties in the Virgin Islands. It is used to 

maintain and track all property tax information for the territory. 

  

Waived Taxes 
 

We found that officials did not ensure that the tax proceeds collected from the real 

property tax auctions reconciled with the paid adjustments posted to the property records in the 

CAVU system. In most instances, the tax payments posted exceeded the funds collected. 

Lieutenant Governor’s Office officials posted to the property tax record 151 changes valued at 

$88,953 that disguised the property taxes as paid when, in fact, officials waived those taxes by 

writing them off the books. Notes to the records suggested the Lieutenant Governor’s Office 

received the property tax payments from purchase monies obtained at the various real property 

tax auctions; however, this was inaccurate. 

  

It was indicated to us that the adjustments were made because Lieutenant Governor’s 

Office officials realized that they had to give the title to the auctioned properties “free and clear”. 

Therefore, they decided to waiver additional taxes due, even though they did not collect the 

taxes, fees, and costs in some instances. 

 

Although the Code required the Lieutenant Governor to deduct the sums due for taxes, 

public sewer system user fees, penalties and costs from the purchase monies received from the 

sale of property, we found that officials did not perform this task. Accordingly, the taxes and fees 

deducted from the purchase price were to be recorded as paid in the sold property’s tax record, 

and those funds placed in the General Fund of the Government. We found that officials never 

made the deductions, and instead, kept those funds in a Government Escrow Account. However, 

one year after each sale occurred, the Lieutenant Governor’s Office officials posted adjustments 

to the property tax records that zeroed-out the tax bills as paid with a notation on the records that 

showed “paid using credit,” or “credit from overpayment” with a reference to the auction 

number. 
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The following schedule shows by island district, the number of misleading paid 

adjustments created along with the total value of property taxes officials wrote off the books. 

 

District Adjustments Value 

St. Thomas 37 $42,907 

St. Croix 114 $46,046 

   

Total 151 $88,953 

 

As shown, officials in the St. Thomas/St. John District created 37 misleading paid 

adjustments of $42,907 that represented taxes they wrote-off the book and did not collect.  

Officials in the St. Croix district posted 114 changes that totaled $46,046 in property taxes 

written off the books. Territory-wide, a total of $88,953 in property taxes was removed from the 

books and were not collected. 

 

In addition, the following schedule shows by island district the category of the tax 

obligation, the total number of created paid adjustment, and dollar amount of the taxes written 

off the books. 

 
WAIVED PROPERTY TAXES 

 

Description Number St. Croix 

Amount 

Number St. Thomas 

Amount 

Total 

Amount 

Taxes not Attached 7     $  4,621 4     $  2,078     $  6,699 

New Tax Bills 94   35,101 27   35,058   70,158 

Unbilled Taxes 13     6,324 6     5,772   12,096 

Total 114 $46,046 37 $42,907 $88,953 

 

In the St. Thomas/St. John District, we found that of the 37 misleading paid adjustments 

created: (i) 4 represented tax years that were eligible but excluded in the price of the sale; (ii) 27 

were tax years that become due and payable after the sale but before the end of the redemption 

period; and, (iii) 6 adjustments were for tax years that remained unbilled by the Lieutenant 

Governor Office on the date of redemption. As a result, all 37 paid adjustments totaling $42,907 

represented uncollected property taxes that officials did not include in the auctions of the real 

properties; however, they were written-off. 

 

On St. Croix, we found that of the 114 misleading paid adjustments created: (i) 7 were for 

property tax years eligible, but not included in the cost of the sale; (ii) 94 represented tax 

obligations that became due and payable after the completion of the sale; and, (iii) 13 

adjustments represented property taxes that remained unbilled by the Lieutenant Governor’s 

Office at the end of the year’s redemption period. Consequently, all 114 paid adjustments 

totaling $46,046 represented uncollected property taxes that officials did not include in the 

auctions of the real properties; however, they were written-off. 

 

Taxes Not Attached. Although property tax bill were outstanding for properties auctioned, they 

were not attached nor included in the minimum auction value. Rather they were written-off as 

paid in the CAVU system. For example,   
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 At an auction held on January 18, 2012, on St. Croix, property tax years up to 2008 were 

outstanding. However, for one property sold, officials created paid adjustments for tax 

years 1988 through 1990 that they did not include in the price of the auctioned property.  

As a result, a total of $2,468 was not collected and written-off the books. 

 On August 30, 2012, an auction was held on St. Thomas. Property tax bills had been 

issued through 2010; however, the 2010 property tax amount of $1,007 was not included 

in the price of an auctioned property. Our review of the records showed that officials 

created paid adjustments in the system to indicate that the Lieutenant Governor’s Office 

collected the 2010 taxes as a result of the money obtained from the auction. This was not 

correct; however, the $1,007 in 2010 taxes was written-off the books. 

   

New Tax Bills. Under normal procedures, the issuance of property tax bills is governed by Title 

33 Section 2494 of the Code. Accordingly, property taxes are due and payable on June 30
th

 of 

each year. The property taxes and public sewer system user fees become delinquent if not paid 

by August 30
th

 of each year. However, because of a lawsuit brought in 2000 by a group of 

commercial property owners challenging the Government property tax system, the Government 

delayed the issuing of property tax bills. Subsequently, to bring the property tax bills current, the 

Governor issued Executive Orders that established new property tax due and payable dates.   

 

We found that after property tax auctions were held, new property tax bills were issued 

that became due and payable before the end of the one-year redemption period.  Although these 

new bills were not included in the auctions, at the end of the redemption period, officials wrote 

some of these taxes off the books. When questioned, a tax collector official stated that they were 

instructed to make the adjustments for the added tax years because they were required to issue a 

Certificate of Purchase free and clear of all taxes, fees, and costs. 

 

The Lieutenant Governor’s Office held auctions on January 25, 2012, on St. Thomas and 

January 18, 2012, on St.Croix. During these auctions, all outstanding taxes due and payable 

included up to the tax year 2008. Moreover, property owners had one year from the date of the 

sale to redeem their real property. Therefore, when Executive Orders 456 and 460-2012, set the 

2009 and 2010 due and payable dates on March 30 and July 30, 2012, respectively, the 

redemption period had not expired on the January sales. For example: 

 

 In the St. Thomas/St. John District, one auctioned property’s record was adjusted to 

reflect that the Lieutenant Governor’s Office collected $10,895 in taxes for the tax year 

2009 and 2010.  However, we found that officials wrote-off the taxes and did not receive 

a total of $21,791 in taxes for those years. 

   

 In the St. Croix District, officials created adjustments for two properties sold at the 

January 18, 2012, auction. For property tax years, 2009 and 2010, one property’s taxes of 

$1,109 was written-off for each tax year for a total of $2,218. For another property, 

$1,041 was written-off for each tax year for a  total of  $2,082. 
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Unbilled Taxes. On St. Thomas, officials posted, as paid, unbilled taxes to the property tax 

records. Those postings represented $5,772 in taxes that officials wrote-off the books and did not 

collect. Also, officials on St.Croix posted to the property tax records 13 unsupported paid 

adjustments for tax years that remained unbilled.  These postings represented $6,324 in taxes that 

they wrote-off and did not collect. For example: 

 

 The Lieutenant Governor’s Office had not issued the 2012 property tax bill on May 22, 

2013, which was the redemption date for the auction held May 23, 2012.  However, for 

one sold property, we found that officials posted as paid $1,830 for the 2012 taxes. 

   

 Also, the Lieutenant Governor’s Office had not issued the 2011 and 2012 tax bills on 

January 17, 2013, which was the redemption date for the auction held on January 18, 

2012. However, for one property auctioned, we found that on St. Croix officials posted as 

paid the 2011 and 2012 taxes.  Officials wrote-off a total of $2,219 in taxes. 

 

Recommendations 

 

We recommend that the Lieutenant Governor of the Virgin Islands: 

 

1. Implement policies and procedures to ensure that tax proceeds collected from the real 

property tax auctions are posted to the tax records as cash receipts and reconciled with 

the purchase monies collected for such purpose. 

 

2. Reverse all uncollected property taxes written-off the books. 

 

3. Ensure that all personnel responsible for property tax collection adhere to the laws of the 

Virgin Islands and cease writing-off real property taxes and public sewer system fees. 

 

Lieutenant Governor’s Office Response 

 

 There was agreement with the recommendations made. The new Manual address all of 

the issues raised by the recommendations made in this section of the report. 

 

V. I. Inspector General’s Comments 

 

 Based on the responses to the recommendations made, we consider them fully resolved 

and implemented. No further action is needed. 
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FINDING 4: ERRONEOUS TRANSACTIONS 
 

 Lieutenant Governor’s Office officials issued payments that: (a) were distributed to a 

property owner whose property Lieutenant Governor’s Office officials sold at the auction, but 

the buyer did not complete the purchase; (b) were not eligible to be paid, however, were released 

in the name of someone other than the property owner; and, (c) were issued  to and cashed by a 

purchaser who held title to the property. 

 

Background 
 

Title 33, Section 2547 (c) of the Code states that after receipt of any purchase money, the 

Lieutenant Governor shall deduct the sums due for taxes and public sewer system user fees, 

penalties and costs. The Lieutenant Governor shall place the excess funds collected in a trust 

account and upon the required time this amount shall be paid to the taxpayer, or in the event of 

redemption shall be given to the purchaser. 

 

Erroneous Payments 

 

We found that Lieutenant Governor’s Office officials made a net proceeds payout to an 

owner whose property they sold but for which the buyer did not complete the purchase. The 

purchaser paid the 10% deposit and did not pay the remaining balance. However, Lieutenant 

Governor’s Office Tax Collector officials processed a net proceeds payout of $5,346. We found 

that the property’s owner did not cash the check.  

 

Another property was sold for $5,789, the exact amount of taxes, penalties, and costs 

charged at the auction. Therefore, no net proceed was generated. However, we found that 

Lieutenant Governor’s Office officials issued a net proceeds check of $10,028 to someone other 

than the owner of the property. We noted that the bearer did not cash the check.  

  

Finally, we found that a buyer paid $21,000 for a St. Croix property on March 6, 2013. 

The property was not redeemed and on April 3, 2014 the then Lieutenant Governor issued a 

Certificate of Purchase. However, on June 16, 2014, two months later, Tax Collector officials 

processed a  redemption payment to the buyer with 12% interest of the purchase amount paid. 

Officials issued a $23,620 payment to the purchaser who cashed the check and also held title to 

the property until the newly elected Lieutenant Governor voided the auctions and placed a 

“Special Deed For Legally Deficient Auction” on record with the Recorder of Deeds. We were 

told that the payment was a refund paid because of the possibility that the property sale would be 

voided. However, we found no evidence in the Lieutenant Governor’s Office records to suggest 

that this payment was in fact made. We became aware of this payment as a result of reviewing 

Finance records. 

 

Although the Office of the Lieutenant Governor placed a “Special Deed For Legally 

Deficient Auction” on record with the Recorder of Deeds thereby reverting ownership, the tax 

roll has not been updated to reflect the same.  Consequently, until the tax roll is changed to 

comply with the Recorder of Deeds records, the Lieutenant Governor’s Office risk issuing the 

related property tax bills to the incorrect owner on record. 
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Recommendations 
 

We recommend that the Lieutenant Governor of the Virgin Islands: 

 

1. Develop policies and procedures to ensure the appropriate accounting and payment of 

funds collected at real property tax auctions. 

 

2. Ensure that the tax roll is updated to reflect the changes of titles as specified by the 

“Special Deed For Legally Deficient Auction” filed with the Recorder of Deeds. 

Lieutenant Governor’s Office Response 

 

 There was agreement with the recommendations made. The new Manual address all of 

the issues raised by the recommendations made in this section of the report. 

 

V. I. Inspector General’s Comments 

 

 Based on the responses to the recommendations made, we consider them fully resolved 

and implemented. No further action is needed. 
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 APPENDIX II 

 

OFFICIAL REPORT DISTRIBUTION 
 

 

 

Government of the Virgin Islands 
 

Office of the Governor 2 

 

Office of the Lieutenant Governor 1 

 

Office of Management and Budget 1 

 

Virgin Islands Department of Justice 1 

 

32
nd

 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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