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Good Day Honorable Justin Harrigan, Sr., Chairman of the Committee on Government
Services, Consumer and Veterans® Affairs of the 31% Legislature of the Virgin Islands, other
members of the Committee, other Senators present, members of the media and the listening and
viewing audience. I am Nellon L. Bowry, Director Designee of the Office of Management and
Budget (OMB) and I am here to provide Testimony on Bill No. 31-0014, “an act amending Title
33 of the Virgin Islands Code, adding chapter 119 to re-establish the office of the Virgin Islands
Inspector General (VI-OIG) as a semi-autonomous agency of the government.”

To the extent that Bill No. 31-0014 seeks to strengthen the independence of VI-OIG
generally and the Inspector General specifically, OMB has no objection 1o the intent. However,
we do have strong concerns about the Bill in its current form, with respect to the implications for
governance and fiscal controls.

The proposed legislation seems to set up a super agency that is beholden to no one. This
agency will have police powers and even semi-prosecutorial powers, with a budget that cannot
be reduced. This is not a semi-autonomous agency; this is in fact almost a fourth branch of
government. No other semi-autonomous agency has the unfettered independence that this Bill
assigns to the Inspector General. All the other semi-autonomous agencies at least report to a
Board. Further, to the extent that those other agencies receive appropriations of government
funds, these appropriations are set by an explicit act of the legislature; not automatically by a
formula based on other agencies’ needs. Then, these appropriations are subject to the fiscal

discipline required by current circumstances.

The Bill provides that the Office of the Inspector General’'s (OIG) annual budget be
established by a formula of one-half of one percent (1/2%) “of the overall Budget of the
Government, but not less than $3,000,000.” Further, it requires that the entire amount must be
allotted. In addition, the VI-OIG s authorized to collect fees to defray the costs of its audits and

inspections. This begs one to question what is the budget of be used for. Keep in mind that these
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charges will be levied against the very same local government agencies whose budgets will have
already been sacrificed to accommodate the VI-OIG’s share of the fiscal pie. There are several
issues with this formula driven approach.

First, it establishes a budget that is not based on the needs of the agency or the available
financial resources of the Government of the Virgin Islands (GVI). This violates the basic
principles of budgeting, whereby scarce resources are allocated based on needs and priorities.
The formula sets a minimum budget of $3.0 million; but no maximum. For example, according
to this formula the VI-OIG’s Fiscal Year 2015 appropriation would have been $3.67 million or
$4.45 million, depending on whether the formula was applied to General Fund only or to all
primary government funds.! Accordingly, VI-OIG’s FY2015 appropriation would have been
either 84% or 123% higher than its $2.0 million appropriation; without regards to its needs or the
acknowledged dire fiscal circumstances that we currently face.

Second, it exempts the VI-OIG, an executive branch agency, from the expenditure
controls that the Virgin Islands statutes have assigned to the Governor, via the OMB Director.
This authorization was given to the OMB Director in recognition of the fact that actual financial
resources are frequently less than appropriated amounts. Without the ability to reduce
expenditure via the allotment process, the GVI will not be able to avoid deficit spending. The
statutes, with good reason, exempt the Legislature and Courts, as separate and co-equal branches
of government, from this authorization given to OMB. No other entity of the executive branch
has been provided such exemption. Indeed not even the judicial branch has a guaranteed
minimum budget. In fact, the Legislature itself appears to be surrendering its right to limit the
OIG’s budget to its needs.

As a fiscal officer of the GVI, I acknowledge and support the need for independence of
the VI-OIG; and I concede thatindependence can be constrained by the availability of funding,
However, our system of governance is based on the concept of checks and balances to ensure
that no entity is totally independent. Absolute independence, like absolute power, should be

considered with a great deal of caution.

! This needs to be clarified by the Legislature.
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— I believe the VI-OIG should be required to justify its budget each year, if not to the
Governor then to the Legislature. I believe that its annual appropriation should be based on its
needs, which should be evaluated and prioritized in the context of the fiscal circumstances of the
funding source. OMB therefore does not support the proposed formula-based budget. That

concludes my statement.



