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Honorable Ana Rius, PhD.
Secretary

Commeonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT
We have audited the accompanying Statement of Receipts and Dishursements (the Statement)
of the Department of Health of the Commonwealth of Puerto Rico (the PRDH), for the year
ended June 30, 2013.

IManagement’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the Statement in
accordance with the receipts and disbursements method of accounting which is a
comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America; this includes determining that the cash basis of accounting is an
acceptable basis for the preparation of the Statement in the circumstances. Management is
also responsible for the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of the Statement that is free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express our opinion on the Statement based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the Statement
is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Statement. The procedures selected depend on the auditors’ judgment,
including the assessment of the risk of material misstatement of the Statement, whether due to
fraud or error. In making those risk assessments, the auditors consider internal control
relevant (o the PRDOH's preparation and fair presentation of the Statement in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the PRDH's internal control. Accordingly, we
express no such opinion,
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Hanorable Ana Rius, PhD.
Secretary

Commonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT (CONTINUED)

Auditors' Responsibility {continued)

An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as weall as
evaluating the overall presentation of the Statement. We believe the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the Statement referred to above presents fairly, in all material respects, the
receipts and dishursements of the Department of Health of the Commonwealth of Puerto Rico
for the year ended June 30, 2013, in conformity with the basis of accounting described in Note
1;

Other Matter

Other Information

Our audit was conducted for the purpose of forming an opinion on the Statement The
accompanying Schedule of Expenditures of Federal Awards included on page 17, is presented
for purposes of additional analysis as required by the U.S. Office of Management and Budget
Circular A-133, Audils of States, Local Governments, and Non-Profit Organizations, and is not a
required part of the Statement,

Such information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the Statement. The information
has been subjected to the auditing procedures applied in the audit of the Statement and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the Statement, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the Schedule of Expenditures of Federal Awards is fairly stated, in all
material respects, in relation to the Statement as a whole, in conformity with the basis of
accounting described in Note 1.

As discussed in Note 5 to the Statement, the PRDH has expended certain federal grant funds in
a manner that may have violated certain of the restrictive provisions of the related grants. The
possible outcome of this matter is uncertain at this time. If expenditures are disallowed as a
result of this situation, the PRDH may be subject to possible federal claims for refunds of grants
monies.
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San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT (CONTINUED)

Other Reporting Required by Government Auditing Standards

In accordance with Government Audifing Standards, we have also issued our report dated
August 25, 2015, on our consideration of the PRDH's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the PRDH's internal control over financial reporting and compliance.

ZLM i GLSK. L | C

August 25 2015
License MNo. 10
San Juan, Puerio Rico

The stamp number E196704 was
affixed to the original of this report.
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COMMONWEALTH OF PUERTO RICO
BEPARTMENT OF HEALTH

NOTES 7O STATEMENT OF RECEIPTS AND DiSBURSEMENTS

YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting entity
Organization

The Dapartment of Heallh of the Commonwealth of Puerio Rico {the PRDH) is an
exectitive deparlmeant of the Commonwesalth of Puerto Rico (the Commonwealth}
establishad undar Aricle IV Section G of the Caonstitution of tha Canunonwealth with the
objective of propitiating and preserving heallh as a state or condition of physical,
emotichal and social weil-being, that would allow human beings the full enjoyment of iife
and thelr contribution to lhe productive creative efforts of the sociely as a whole.

The PRDH is under the direction and supervision of a Secretary appointed by the
Governor of the Commenwealth. The Secretary of the PRDH is responsible for the
design, implementation and supervision of the operations of the PRDH indluding its fisca
arganization.

Health Facilifies and Service Administration

Untih June 30, 1999, above objectives was performed principally through the PRDH's
main componeant unit named Health Faciliies and Services Adminietration (HFSA).

The HFSA was a governmental insirumentality of the Commaonwealth created by Act No.
26 of November 13, 1975, as amended. Pursuvant to such Act, the HFSA became a
componeam unit of the PREBH.

On August 7, 1998, the Legislature of the Commonwealth enacted Act No. 187 to repeal
the faw that created HFSA effective on or before June 30, 1889 and consolidated if with
the PRDH. Said Act empowered the Secretary of Health, in conjunction with the Puerio
Oifice of Management and Budget and the approval of the Governor of Puerto Rico, to
carry out the necessary measures fo consolidate the faciities and obligations of the
HFS5A with the Deparlmant. Additionally, the Act authorized the Secretary of Health and
the Secretary of Fransportation and Public Works to dispese of the health facilities,
either through sale or fease, in accordance with the regulations estabiished for these
purposes.  Therefore, the HFSA operated unid Jdune 30, 1989, and the Department
continued the operations of the hegith facilities that were not privatized. The oparation
of such facilities has been financed from an annual budget from the Depariment of the
Treaswy of the Commonwesith.



COMMONWEALTH OF PUERTC RICO
DEPARTMENT OF HEALTH

NOTES TQ STATEMENT OF RECEIPTS AND DISBURSEMENTS (CONTINUED)

YEAR EMNDED JUNE 30, 2013

SUMMARY OF SIGNIFICART ACCOUNTING POLICIES {CONTINUED}

Reporting entity [continued)

Health Care Reform

On February 1, 1993, the Commonwealth created the Health Care Reform {Reform) with
the purpose of providing citizens with a better uniform care system at reasonahle eost,
The Reform changed the functions of the Department and the HFSA from health care
providers o regutators and evaluators of health services provided by private
adminislrative corperations under the unigue services defivery system.  The health
services would be provided in the physical facililies and with medical equipment
acquired by the Depariment of Health as well as by privately owned health care units,

The health plan has already been established inn all regions and municipalities of Puarto
Rico.

On September 5, 15996, the Legislature of Puerto Rico signed Act 180 to regulate the
process of privatization of the Governmenta! Health Program. On July 8, 1887, Act 190
was ameanded. Under Act 190, as amended, the PRDH, the HFSA and the Government
Development Bank of Puerfo Rico {GDB} started a plan fo privatize all government
owned health {acilities, most of them operated by the HFSA. This privatization process
was mainly directed to the sale, lease or sublease of the facilities in order to accomplish
the main objective of the Health Care Refurm which was to change the function of the
Department from provider to regulator and evaluator and assume the role of promoting
and procuring a better health system for the people of Pusrto Rico.

Pursuant to Act No. 180 of September 5, 1998, as amendead, the PRDH, the HFSA, and
the GDB sold most of the health facilities to the private sector during the year ended
June 30, 1898, The GDB, as liguidater, received the proceeds of each sale and
transferred part of these to the HFSA.

Dversight responsibilities of the Secretary of the PRDH

The Secretary of the PRDH is a compulsory board member and has oversight
responsibilities over several public corporations and entities of the Commonweaith. The
accompanying Statement does not include the activities of these public corporations and
entities since their operations are subject to separate financial or single audits, as
applicable or required. A brief description of these entities is as follows:
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COMMONWEALTH CF PUERYO RICO
DEPARTMENT OF HEALTH

NOTES TO STATEMENT OF RECEIPTS AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 34, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Reporting entity {continued)

Puerto Rico Medical Services Administration (PRMSA) — is a public corporation
and an instrumentality of the Commonwealth of Puerto Rico ascribed fo the
PROH. It was created by Act No 66 dated June 22, 1973, as amended, to plan,
arganize, and adiminister the centralized health services, provided in support of
the hospital and cther functions, offered by the member institutions and users of
the medical complex known as the Fuerto Rico Medical Center. The PRMA’s
financial statements are blended in the Commonwealth's fund financial

statements as an enterprise fund,

Fusrfo Rico Health Insurance Adminisiraiion {(FRHIAY — was created for
impiementing, administering, and negotiating a health insurance system through
contracts with insurance undarwriters to provide quakty medical and hospital care
to low income individuals, employeas of the Commonwealth and policemen who
voluntarily subscribe to the Pusrto Rico health insurance medical plan. PRHIA

financial support is provided through  legisiative  appropriations  of
Commaomwealth.

Cardiovascular Center Corporation of Pustio Rico and the Caribbean {CCCPRS)

— is a public corporation created by Act No. 51 of June 30, 1886. Pursuant to
such Act, CCCPRC became a component unit of the PRDH. The purpose of the
CCCPRC is to provide special treatment to patients suffering from cardiovascular
diseases. The Commonwealth provides financial supporl to the CGCCPRE through

legisiative appropriations.

Mental Health and Anti-Addiction Services Administiation (IMHAASAY — was
created by virfue of Public Law No. 67 of August 7, 1883, The MHAASA is
ascribed to the PRDH.  The MHAASA s responsible for the planning,
impiementation and evaluation of alcoho! and drug abuse programs, which tse a
dynamdc approach across human development stages from prevention through
freatment and rehabilitation. Also, the authorily o approve the manufacturing,
dispensing and distribution of controfied substances for therapeutic usage that
previcusly rested on MHAASA has now been kansferred to the Secretary of the
Departiment. The operations of the MHAASA are funded through annual
budgetary appropriations approved by the Legisiature of the Commonwealth of
Puerto Rico. In addition, MHAASA receives federal financial assistance for
specific purposes. The Puerto Rico Department of the Treasuwry (PRTD} acts as
the disbursing agent for MHAASA, except for certain payments made by specially

appoirted paymastars under the imonitored supenvision of the PRTD,



COMMONWEALTH OF PUERTO RiCO
DEPARTMENT OF HEALTH

NOTES TC STATEMENT OF RECEIPTS AND DISBURSEMENTS {CONTINUED}

YEAR ENDED JUNE 240, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Reporting entity {continued)

Complete financial statements of these entities can be obtained directly from their
administrative offices at:

Pusrto Rico Medical Services Administration Cardiovascular Center Corporation of
PO Box 21290 Puerto Rico and the Caribbean
San Juan, PR Q0022-2125 PO Box 368528

San Juan, PR 00038-8528
Puerto Rico Health Insurance Administration Mental Hasilh and  Anti-Addiction
PO Boy 185861 Services Administration
San Juan, PR 00919-5661 FO Box BO7OBT

Bayamods, PR 00960-7087

Easis of bresentation

Tha accounts of the PRDH are organized on the basis of two fund types: state funds and
fedzral funds. The PRDH maintains appropriations for several individust state and
federal funds within each fund type. As more fully explained in the section "Basis of
Accounting” betow, each fund is accounted for with a set of accounis which include only
receipts and dishursemants. No balance sheet accounts are reported.  The individual
funds account for the governmental resources allocated to them for purposes of carrying
on specific activities in accordance with faws, reguiations and other restictions. State
funds are appropriated by the Legisialure of the Commuonwealth of Puarto Rico and are
the funds thraugh which most functions typically are financed. Federal funds reflect the
federal financial assistance managed by the PRDR from programs funded by the
Federal Governmert.

The individual funds included in these fund types are classified in the following
pograms:

Atxifiary Services - This fund 15 used fo account for the resources and expenditures
refated to the management and administrative support provided to the program argas of
the FRDH to assist them in meeting their program ohiectives.

Clinical Laboralory Services - This fund is used to account for resources and
expenditures related to clinical services provided for general bacteriology, immunology,
rabies, luberculosis and parasifology, as approved by the Control Disease Center
{CDC); toxicology sarvices provided to the Agendies of Law Enforcement; certification of
laboratoties for drinking water; and monitoring the quality of services offered by public
and private chinical labaralories in Pueric Rico.

8



COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

NOTES TQ STATEMENTY OF RECEIPTS AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 20613

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINAED)

Basis of presentation {continued)

Economic Aid fo Medical Indigemt - This fund is used to account for rescurces and
expenditures related to providing access to quality health care to the medically indigent
population financing the hospital medical expenses for people whose incomes and f or
resources are insufficient to maet the costs for health care.

Health Insfitutions - This fund is vsed to account for the resources and expenditures
refated {0 the adminisfration of public heafth facilities providing state medical and
hospital services to primary, secondary and tertizry levels in different specialties and
subspecialties of medicine.

Health Promotion and Profection - This fund is used to account for resources and
expenditures related to the development of standards, planring and evaluation of
ptimary heaith services with a preventive, comprehensive and holistic approach o the
tndividuals within the context of family group.

Health Reform (Health Insurance) — This fund is used to account for the resources and
expenditures related to the monitoring of the public policy of the Health Card and
oversees the medical and hospital services through private or government health
facilities in sach municipaiity; to ensure that all citizens, regardless of economic status,
have access to health services 24 hours,

Heafth Service Achivities — This fund is used fo account for the resources and
expenditures related to the health care provided by the PRDH to all the citizens
throughout their health care facilities and billed to their health insurance providers.

Indirect Costs — This fund is used to account for the resources and expenditures related
to the reimbursement of expenditures paid from state funds for the administration of
federal financial assistance programs.  Generally, each year the PRDH submils a
proposal for an indirect cost allocation pian for approval by the Health and Human
Services Administration (HHS} of the United States, the Audit Cognizant Agency. The
tatest approved rates by the HHS, which became effective on July 4, 2011 and
applicable until June 30, 2012, are 3.6% for health faciities, 12% for Environmental
Health, §% for Medical Assistance, 7.6% for Health Prevention and Promaotion, and 6.2%
far the Early intervention program for infanls and Toddlers with Disabiities.

infegrated Services to Communifies - This fund is u=ed o account for resources and
expenditures related to the development of standards and planning and evaluation of
primary health services, with a preventive and holistic approachy of the individual, within
the family context.



COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

NOTES TO STATEMENT OF RECEIPTS AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Basis of presentation {continued)

Intelfectuat Disabifity - This fund is used to account for the resources and expenditures
related to the offering of habilitation and clinical treatment services, focused on the
individual, through Population Services Division with Inteffectual Disability.

Managemert and Administration - This fund is used to account for resources and
expenditures related to the supervision and coordination of all services and operation of
central level to each depariment offices around the istand.

Flanning, Evatualion and Statistics in the Heafth Aroa — This fund is used to account for
resources and expenditures related to health planning, evaluation and stafistics which
serves as the institulional instrument and suppart to different management levels of the
PRDH to facititate decision making and enable fulfitment of the mission of the Agency,
effectively and productively.

Regisfration and fssuance of Documenls of the Demographic Regisfer - This fund is
used to account for resources and expendifures related to the registration services and
Ihe issuance of vital events of the highest quality to ensure confidentiality, privacy and
sacurity.

Regulation and Accredifation of Health Facifities - This fund is used fo account for
resources and expenditures related to the plamning, issuance of regulatory standards
and operating licenses to health care mstilutions to regulate and accredit institutions and
health services.

Raguiation and Cerlification of Heafth Professionals - This fund is used to account for
resources and expenditures related to the development and implementation of
agministralive arrangements for the proper functioning of the Board of Examiners and
monitoring and audiling of the taws and regulations thal govern it.

Regidation on Health Emvironment - This fund is used to acoount for resources and
expenditties related to the implemantation and compliance with the sanitary laws and
reqgulations established by the PRDH.

Special Accounts — This fund is used to account for resources or funds that are
daposited for specific purposes in accordance with its applicable faws. They may come
from service feas, donations from citizens and private entities, other collestions from
governmental aentiies, and authorizations by the Legisiature of the Commonwealth,
which are designed to attain specific purposes. The expenditures charged to these
accounts are authorized by legisiation previously approved.

10



COMNONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

NOTES TO STATEMENT OF RECEIPTS AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 20, 2613

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

Basis of presentation {continued)

special Supplemental Nutrition Pregram for Women, Infamts, and Children - This fund is
used to account for resources and expenditures related to the services provided in all
muricipalities to pregnant woman, infants and children from 1-5 years of age, who have
ntritional risk.

Univarsify Adift Hospital — This fund is used to account for the resources and
expenditures related to the tertiary health services provided to adults in the metropolitan
area and supra-tertiary services provided to all health regions in Puento Rico.

Universily Pedialric Hospifat — This fund is used to accourt for the resources and
expanditures related to the tertiary and supra-tertiary services provided to all children of
Fueito Rico.

Basis of accounting

The PRDH follows a receipts and dishursements method of accounting fo account for all
funds administered. Under this method, cash or funds transierred-in are recognized as
revenues when received, and expenditures are recognized when funds are disbursed or
transferred-out.  Therefore, the Statement of Receipts and Disbursements is not
intended to present the PRDH's results of operalions in accordance with generally
accepted accounting principles in the United States of America.

Budgetary accounting

Formal budgetary accounting is employed as a management controf too! for all funds of
the PRDH. Annual cperating budgets are adopted each fiscal year through passage of
an annuat budget which is approved by the Legislature of the Commorwealth of Puerto
Rico and amended as required throughout the year. Effective Juns 30, 2001, all
urencumbersd bodget appropriations of state funds lapse after the end of each fiscat
year.

The Statement of Receipts and Disbursements is presented at the programmatic level.

However, budgetary control and accounting is exercised at a lower level to provide
management with detailed control over expendifures at the appropriate budget level,

11



COMMONWEALTH OF PUERTO RICC
DEPARTMENT OF HEALTH

NOTES TO STATEMENT OF RECEIPTS AND DISBURSEMENTS {CONTINUED)

YEAR ENDED JUNE 34, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINLED)

Risk financing

The Department of the Treasury of the Commonwealth purchases commercial insurance
covering casualty, theft, tort, claims, and other kosses on hehalf of the PRDH. For
workers' compensation the State Insurance Fund Corporalion, a component unit of the
Commonwealth, provides the workers compensation to the PRDH's employees.

Totals memorandum anly

The totals memorandum columns are presented only to facilitate additional analysis.
These coiumins represert a summation of the combined receipts and dishursements.
Consequently, amounts shown in these columns are not comparabie to a consolidation
and do not represent the total receipts and disbursements of lhe PRDH.

Subsequent eventls

Management has evaluated subsequent events through August 25, 2015, the date the
Statement was available to be issued.

RETIREMENT PLANS

The Employee's Retirement System of the Commonwestth of Puerto Rico and its
Instrumentalities (the System) is a cost-sharing multiple employer defined benefit
pansion plan sponsorad by the Commonwealth of Pugario Rico. Al regular full time
public employeas of the PRDH under age fifly-five (55) at the date of employment
become membears of the System as 3 condition to their employment.

The System provides retirement, death and disability benefits pursuant to Act 447 of May
15, 1851, as amended. Disability retirement benefits are available fo members for
occupational and non-eccupational disability benefits.  Retirement benefits depend upon
age ai retirement and the nuimber of years of creditable sarvice. Benefils vest after ten
years of plan padicipation.

No benefits are payable if the participant receives a refund of higher accumulated
contributions. Meimbers who have atiained an age of at least fifty-five {55) years and
have completed at least twenty-five {25) years of creditable service of members who
have attainaed an age of at isasl fifty-eight {58} years and have completed at least ten
{10} years of creditable service, are entitled fo an annual benefit, payable monthly for
kfe,

12



COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

NOTES TO STATEMENT OF RECEIPTS AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUXNE 30, 2013

RETIREMENT PLANS (CONTINUED)

The amount of the annuity shall be one and one-half percert of the average
compensation, as defined, multiplied by the number of years of creditable service up 1o
twenty (20} years, plus two percent of the average compensation, as defined, multiptied
by the number of years of creditable setvice in excess of twenty (20} years.

it no case will the annuity be less than 3200 per month. Participants who have not
attained fifty-five (55} years of age will receive 65% of the average compensation, as
defined, or if they have altained age fifty-five {65) will receive 75% of the average
compensation, as defined.

On September 24, 1889, an amendment to Act 447 of May 15, 1951, which created the
Refirement System, was enacted with the purpose of establishing a new pension
pregram {System 20003, Employee parlicipation in the current system as of December
31, 1898, may elect to stay in the defined benelit plan or transfer to the new program.
Persons joining the PREH on or after January 1, 2000, will only be allowed to become
members of System 2000. System 2000 will reduce the retirement age from 85 years to
80 for those emiployess wha joined the current plan on or after April 4, 1980

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan,
Under this new plan, there will be a pool of pension assets, which will be invested by the
System together with those of the current defined banefit plan, The Commonweaith of
Puerte Rico will not guarantes benefits at retirement age. The annuity will be based on a
formula which assumes that each year the employees’ contribution {with a minimum of
5.275% of the employess salary up to 2 maximum of 10%) will be invested in an
account which will aither, {1} earn a fixed rate based on the two-year constant Maturity
Treasury Note or, {2) earn a rate equal to 75% of the return of the ERS's investment
portfolio (net of management feas), or (3) sarn a combination of both alternatives.

Patticipants will receive periodic account stalements simiar to those of defined
contribution plans showing thelr accrued balances. Disability pensions will not be
granted under System 2000. The employer's contribution (2.275% of the employeg’s
salary) will be used to fund the current plan.

Government legisiation requires employees to contribute 5.775% for the first $6,600 of
their monthly gross salary and 5.275% for the salary in excess of $6,600. The PRDH
was required by the same staiute to contribute 8.275% of the participant’s gross salary.

Eftective July 1, 2011, the Commonwealth of Puerto Rico implemented increases in the

contributions 1o the Retireiment System that the Refirement System Commission
approved for all governmental employess. These increases consist of the following:
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COMMONWEALTH GF PUERTO RICO
DEPARTMENTY OF HEALTH

NOTES TO STATEMENT GF RECEIPTS AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

RETIREMENT PLANS {CONTINUED}

= An increase in the employers contribution from 8.275% o 10.275%, effective
July 1, 2011

o An increase in the employer's annual contribution of 1% of the regular retribution
received by the participants, beginning on July 1, 2012 and ending on June 30,
2016, and an annual increase of the employer's confribution of 1.25% of the
regular refribution received by the participants beginning on July 1, 2016 and
ending on June 30, 2021,

Cn April 4, 2013 the Act Number 3 — 2013 was signed, to amend Act 447 of May 15,
1951, which created the Employees’ Retirement System of the Conumonwesdth of Puerlo
Rico and its Instrumentalities (ERS}, {o include new guidelines as corrective measures to
the actual plan's unfunded status. Amendments consist of. (1} for active paricipants of
the contributary dafined benefit programs under Act No. 447 of 1957 and Act No. 1 of
19840, all refireiment benefits accrued through June 30, 2013 were frozen, and thereafter,
all future benefits will accrue under lha defined contribution formula used for System
2000 participants, and will be paid at retirement through 2 lifetime annuity; {2) increased
the minimum pension for current retirees from $400 to $500 per month; (3} the
relirement age for Act No. 447 participants will be gradually increased from age 58 to
age 61, {4} the retirement age for active System 2000 participants will be gradually
increased from ags 60 o age 65; (5} transitioning active parlicipants under Act Mo, 1
and Act No. 447 to a defined contribution pian similar to System 2000; {6) eliminated the
“merit annuity” available to padicipants who joined the ERS prior to Apeil 1, 1890; (F) the
retirement age for new employees was increased to age 67, excepi for new slate and
mwticipal police officers, firefighters, and custody officers, which will be age 58; (8}
employee contribution rate was increased from 8.275% to 10%; {9 for System 2000
pariicipants, the retirement benefits will no longer be paid as a lump sum distribution,
instead, they will be paid through a Bfelime annuity; (10) eliminated or reduced various
retirement benefits previcusty grantad by special laws, including Christmas and summey
bomuses, The Christmas bonus payable {0 current refirees was reduced from 3600 to
$200 and was eliminated for fulure retirees. The summer bonus was aliminated.
Resuiting employer coniribution savings will be confributed to the ERS; (11) disability
benefits were eliminated and subsfituted for a mandatory disability insurance policy; and
{12} survivor benefits were modified. The effective daie of this Act will be July 1, 2013,

Total contributions made for the pension plan during the year ended June 30, 2013,
amounted to $13, 981,550 for employees paid with state and federal funds.

Additionat information on the Retirement System is provided in its financial statements, a

copy of which can be obitained al: Retiremenl System, Minillas Station, P.O. Box 42003,
San Juan, Puerio Rico 00940-2003,
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

NOTES TO STATEMENT OF RECEIPTS AND DISBURSEMENTS {CONTINUED)

YEAR ENDED JUNE 30, 2012

COMPENSATED ABSENCES

Al eimployees accorue regular vacation and sick leave at 2.5 days and 1.5 days per
calendar month, respectively, The allowed maximum number of accumulated days of
reqular vacation and sick leave is 80 days and 20 days, respectively.

During fiscal year 1997-98, the Legislature of the Commonwealth of Puetdo Rico
amended the Public Service Persoannel Law to allow certain component units and the
executive agencies of the Commonweailth to pay annually the accrued vacations and
sick leave earned in excess of the Emits mentioned above.

COMMITMENTS

Operalional Leases - The PREH is obligated under cerfain leases accountad for as
operating leases. Operating leases do not give rise fo propeny rghts or lease
ohligations; therefore, neither the assets nor the lighilittes of the lease agreements are
reflected in the accounting records. Real property is leased from the Puerio Rico Public
Buiidings Authority, & component unit of the Commonwealth of Puarto Rico, and private
entities.

Rent paid during the fiscal year ended Juns 30, 2013, under these lease agresments
amounted to approximately $18.4 million. Information of the future mmimum rental
payments required under these operating leases was net available.

CONTINGENCIES

Litigation and claims - The PRDH is & defendant in lawsuits arnising in the normal course
of operations. The Commonwesalth's Act 104 dated June 30, 1855, as amendad,
establishes that any claims and lawsuils initiated against ar agency or instrumentality of
the Commonwealth, or against any of its employeas, directors, majors, and others, may
be represented by the Department of Justice of the Commonwealth. Any adverse claim
to the defendants is to be paid by the General Fund of the Commonwealth. Howevar,
the Secretary of the Treaswry of the Commonwealth has the discretion of requesting
reimbursement of the funds expended for these purposes from public corporations,
govermimental institutions, or municipalities of the defendants.

Fedorat Awards - The PRDH iz a grantee in various Federal Financial Assistance
Programs funded by the Federal Government. Entiement {c the resowurces is generally
based on compliance with the terms and conditions of the grant agreements and
applicable federal reguiaiions, including the expendifure of the resources for eligible
PUrposes,
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

NOTES TO STATEMENT OF RECEIPTS AND DISBURSEMENTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

CONTINGENCIES {CONTINUED]}

Substantially all grants are subject to financial and compliance audits by the granior
agencies. All disallowed costs as a result of these audits become a liabiity of the fund
that receives the grant and must be reimbursed to the Federat Government from the
PRDH's lacal funds. The Schedule of Findings and Questioned Costs for the year ended
June 30, 2013 disclosed several instances of noncompliance with anplicable laws and
regulations and interna! accounting and administrative contrg! structure.  Since the
PRDH's statement of nat assets is nof presented, no provision for any liahility has been
reported for possible federal claims for refunds of those grant funds. The amount, if any,
of expenditUres which may be disallowed cannot be determinad at this time.

CASH WITH FINANCIAL INSTITUTIONS AND WITH FISCAL AGENT {DEPARTMENT
OF THE TREASURY GFf THE GOVERNMENT OF PUERTQ RICO}

The funds of the PRDH are under the custody and contiol of the Secretary of the
Department of the Treasury of the Commonwealth pursuant to Act No. 230 dated July
23, 1974, as amended, known as "Accounting Law of the Government of Puerto Rico".
The Department of the Treasury follows the practice of pooling cash and cash
equivalents under the custody and control of the Secretary of the Treasury. The funds of
the PRDH in such pooled cash accounts are available to meet its current operating
requirements,
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COMMONWEALTH OF PUERTO RICO

DEPARTMENT OF HEALTH
SCHEDULE OF EXPERDITURES OF FEDERAL AWARDS

YEAR ENDED SUNE 30, 2013

LS. Daepartment of Agriculture

Birect Programs:
Special Supplemental Mutrition Program for Wamen, Infants,
aned Chitdran

Speciat Supptementat Mutrition Program for Women, Infants,
and Children - Recovary At

Subtotal for .5, Depariment of Agriculture

U.5. Depardment of Housing and Urban Bevelopment

Direct Prograny:
Housing Oppontunities for Persons with AIDS

5. Frvironmental Frotection Agency §f Office of Waker

Cirec! Programs:
Slate Public Water Systern Supendsion

Capilalizalion Granls for Orinking VWater Slate Rewlving Funds

Sub-atal for U5, Emvnoremeantal Proleclion Agenay

U.5. Department of Education

Birect Programs:
Special Education-Grants for Infanis and Famtiies

LS. Cepartment of Heaith and Human Services

Lyirect Programs:

Clinical Labroratory Improvemanls

Medical Reserne Corps Small Grant Program

Fuidic Heallh Emeargency Preparednass

Emdronmantal Public Health and Emergency Response
Haospilal Preperedness Program and Public Heolth Emergency
Preparedness Aligned Cooperative Agreements

Emargency Systam for Adwance Reglstration of Volunteer
Heaith Professionals

Affordable Care Act (ACA) Personal Responsibiity Education
Fraograim

Maternat and Child Health Federal Consolidated Progranms
Project Grants and Cooperative Agreements for Tuberculosis
Cortrol Programs

10557

14,241

G5.432
6. 488

a4.181

42,453
03.608
G3.059
D3.G70

23.074

93.08%

03892
a3 110

3. 116

Sufr-total carried fonward (LS, Depatment of Haalth and Human Sendces)

{Continus)

$

265,206,762

238,560

255,246,722

73,943

804 082
773 524

1,676,600

4,538,715

373,286

3,611,548
387,481

5,108,489
4 271

129,380
151,873

7E3,443

10,565,782
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COMMONWEALTE OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDALE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED FUNE 30, 2012

Federal Grantor f Pass-Through 3rantor fProgram or Federal CFDA Federal
Cluster ¥itle Kumbar Disbursement

LS. Dopardment of Health and Human Sorvices (continued)

Sub-iotal of Federal Grantor Programs fom prevous page 5 10,565,782
Cooperative Agreements to States/Temifornes for the
Goordination and Development of Primary Care Gffices 83,130 272,559
fnfury Prevention and Control Research and State and
Commimnity Based Programs 93136 308,747
Coordinated Sanices and Accass o Research for Wornern,
Infants, Children, and Youth §3.183 307,336
AHordable Care Act (ACA} Abstinehce Educalion Pragram 93235 1,222,413
Grand o States to Suppor Orat Health Workforce Activities 93236 117,471
Universal Mewbom Hearing Screening 03251 102,893
Children's Hospitals Graduate Medicat Education Payment
Program 93,255 2.6883,725
immunizalion Cooperative Agreements 93,265 3,746,758
Centers far Disease Control and Prevention-investigations and
Technical Assistance 03,283 1.471,860
State Parlnership Granl Frogram 1o Improve Minarily Haalth 93.288 123,527
Affordable Care Act (ACA) Matermst, infand, and Early
Chiidhood Hovne Vistting Program 932,505 112,371
PPHF 2012 Natfonat Public Health improvemernt Initiative 03.507 287 G667
Centers for Disease Canlral and Prevention —A#ordable Care
Act (ACAY — Communities Putting Preventicn to Work 93,520 74,588

The Affordabie Care Act; Building Epidemioflogy, Laboralony,
and Health Inforrmatlon Syastems Capacity in the Eptdemiclogy
and Laborafory Copacity for lnfectious Dizease (EEC) and
Emerging ihfections Program {(EP} Cooperslive

Agreements;PPIHF $3.521 281,658
The Affordable Care Act: Human inmunodeficiency Virus {Hiv)

Prevention and Public Heslth Funrd Activities 93,923 453,911
Stata Planning and Establishiment Grants for the Affordable

Care Acl {(ACA)'s Exchanges 93,525 331,31

The Patient Protection and Affordable Care Act of 2010
{Affordable Care Act) authorizes Coordinated Chronic Disease

Prevention and Health Promokion Program 93.544 214,053
Preventing Healthcare-Associated Infections - Recovery Act ga.TIT 33,483
Hiate Grants 1o Promote Health Information Technology -
Recovery Ac 83.719 L 972180
Sub-fotal carried forward (LS. Depardmend of Haalth and Human Sandoes) 23,718,213
{Continue)
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT GF HEALTH

SCHEDLULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2613

Federal Grantar f Pass-Through Grantor /Program or Federal CFDA Federal
Cluslar Tille Number Dishurseiment

LLS. Department of Health and Human Services (cantinued)

Sub-lotal of Federal Granlar Progryms fram previous page 3 23,716,213
Pravention and Wellness-Slate, Teniteries and Pacific islands -
Recovery Act 93,723 268, 180
Cormenunities Putling Preverition to Work: Chionic Disease Self-
Management Program - Recovery Aot g3 725 80,122

Stale Public Health Approaches for Ensuging Quiline Capacity-
Funded ir part by 2012 Preaention and Public Heakth Funds

83,735 30,3938
Health Care SureillancefHeallh Stalistics - Suneiliance
Program Announcement; Behavioral Risk Faclor Sunsiliance
Sysiem Vinanced in Part by 2012 Prewenlion and Public Healt?:
Funds 83745 &4 2hd
Children's Health Insurance Program 03,767 160,533,605
Medical Assistance Program 83778 1,038,933 ,289
Medical Assistance Program - Recovery Act 03.778 45,440 480
Matioral Bicterrorsm Hospital Preparedness Program 93,888 768 538
HiV Care Fomnuta Grants 03.917 34,667 434
Hiv Care Fonmuka Grants - Recovary Act 93.9%7 10,550
Healthy Start initiative 03,926 418,666
HIV Prenention Activitles-Health Department Based 03.940 5,078 881
HiV Demonsiration, Research, Public and Professionat
Education Projects 93841 44 144
Epidaminlogic Research Studies of Acquired lmmunodeficiency
Syndrome {AIDS} and Humnman Immunodeficiency Virus (HIV)
Infection in Selected Population Groups 03,947 257,871
Hurman brnunodeficiency Vines (HV) Acquired
Imrunsdefciency Virus Syndiome (AILS) Surveifiance 03 944 1,087,601
Bleck Grants for Prevention and Treatment of Subslance Abuse 03,059 2 H5T.0HE
Preventive Haalth Sendces-Sexually Transmiltod Diseases
Control Grants 93 4977 1,366,244
Preventive Heallh and Heatth Sendces Block Granl 93,491 1,383,544
dMaternal and Child Hoalth Sendces Block Grant to the States 03.984 10,651,501
Subntolat for U.S. Heallh and Heman Sonicas 1,217,549, 866
.5, Social Security Administralion
Direct Program;
Social Securily Research and Dermongtrastion BE. 007 G17
Grand Total of Expenditures of Fodoral Awands % 1,589,085 489

See accompanying notes to schedule of expenditures of federal awards.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2813

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards {the Schedule} includes
the federal grant activity of the Depariment of Health of the Commonwealth of Puerio
Rico {the PRDH} under proarams of the federal government for the ysar ended June 30,
2013, The information in this Schedule is presented in accordance with the requirsments
of OMB Circular A-133, Audits of States, Local Governments  and  Non-Profit
Crganizations. Because the Schedule presents only a selected portion of the operations
of the PRDH, it is not intended to and does not purport to present the financial position,
changes in net assets, or cash fiows of the PRBH.

ACCOUNTYING BASIS

Expenditures reported on the Schedide are reported on the receipts and dishursements
method of accounting. They are drawn primardly from the PRDH's internal accounting
records, which are the basis for the PRDH's Statement of Receipls and Disbursements.
Such expenditures are recognized following lhe cost principles contained in OMB
Circtiar A-87, Cost Principfas for States, Local, and Indian Tribal Govemmenis, wherein
certain fypes of expenditures are not allowable or are limited as to reimbursament.

3. CLUSTERS

4.

A cluster of programs means federal programs with different CFDA numbers that are
defined as a cluster of programs, because they are closely related programs that share
commeon requirements. The Scheduls includes the following chisters:

Agency Federal Program CGFDA Number

Fublic Health Emergency Preparedness 893.068

Hospital Preparedness Program (HPP} and
U.5. Health and Public Health Emergency Preparedness 03.074
Human Services {PHEP) Aligned Cooperative Agresments
Malional Bioterrorism Hospitald
Preparedness Program 93.88%

RELATIONSHIP TG THE STATEMENT

Expendiftires included in the Schedule agree with the amounts included in the
accompanying Statement of Haceipts and Disbursemaeants.
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Honorable Ana Rius, PhD.
Secretary

Commonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

We have audited, in accerdance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the Statement of
Receipts and Disbursements (the Statement) of the Department of Health of the Commonwealth
of Puerto Rico (the PRDH) for the year ended June 30, 2013, and the related notes to the
Statement, and have issued our report therson dated August 25, 2015, Owur report on the
Statement discloses that, as described in Note 1 to the Statement, the PRDH prepares its
Statement on the receipts and disbursements method of accounting, which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States of
America.

Internal Control over Financial Reporiing

in planning and performing our audit of the Statement, we considered the PRDH's internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinicn on the Statement,
but not for the purpose of expressing an opinion on the effectiveness of the PRDH's internal
control. Accordingly, we do not express an opinion on the effectiveness of the PRDH's internal
control,

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified certain deficiencies in
internal control that we consider to be material weaknessas and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow

management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis.
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Honorable Ana Rius, PhD.
Secretary

Commonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS {CONTINUED)

Internal Control over Financial Reporting (continued)

A material weakness is a deficiency, or a combination of deficiencies, in internal control such
that there is a reasonable possibility that a material misstatement of the PRDH's Statement will
not be prevented, or detected and corrected cn a timely basis. We consider the deficiencies
described in the accompanying schedule of findings and questioned costs as Findings No.
2013-01, 2013-02, and 2013-06 to be material weasknesses,

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying schedule of
findings and gquestioned costs as Findings No. 2013-03 and 2013-04 to be significant
deficiencies in internal control over financial reporting.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the PRDH's Statement is free from
material misstatement, we performed fests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of the Statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of findings and questioned
costs as Findings No, 2013-05, and 2013-07 through 2013-33.

PREDH's Response to Findings

The PRDH's response to the findings identified in our audit is described in the accompanying
Corrective Action Plan. The PRDH's response was not subjected to the auditing procedures
applied in the audit of the Statement and, accordingly, we express no opinion on it.
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Honorable Ana Rius, PhD,
Secretary

Commeonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS (CONTINUED)

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal contrel and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the PRDH's internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the PRDH's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

/u:.f\,%i\w ﬂ}/ L (C

August 25, 2015
Licenze No. 10
San Juan, Puerto Rico

The stamp number E196705 was
affixed to the original of this report.
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Honorable Ana Rius, PhD.
Secretary

Commonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Report on Compliance for Each Major Federal Program

We have audited the PRDH's compliance with the types of compliance requirements described
in the OMB Circular A-133 Complianice Supplement that could have direct and material effect on
each of the PRDH's major federal programs for the year ended June 30, 2013. The PRDH's
major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the reguirements of laws, regulations, contracts,
and grants applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the PRDH's major federal
programs based on our audit of the types of compliance requirements referred to above., We
conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit rganizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance reguirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the PRDH's compliance
with those requirements and performing such other procedures as we considered necessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each

major federal program. However, our audit does not provide a legal determination of the
PRDH's compliance.
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Honorable Ana Rius, PhD.
Secretary

Commonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED)

ualified Opinion on Major Programs

Basis for

As described in Findings No. 2013-05 through 2013-12, 2013-14 through 2013-33, in the
accompanying schedule of findings and questioned costs, the PRDH did not comply with the
requirements that are applicable to its major programs, as follow:

Reference Compliance
Number Reguirement Major Program
2013-05, Allowable Costs CFDA 10.557  Special Supplemental Nutrition Program for
2013-06 / Cost Principles Womaen, Infants, and Children,
CFDA 93.069/ Public Health Emergency Preparedness,
CFDA 93.074/ Hospital Preparedness Program (HPP) and
Public Health Emergency Preparedness
{(PHEP) Aligned Cooperative Agresments,
CFDA 93.889  National Bioterrorism Hospital Preparedness
Program,
CFDA 93.778  Medical Assistance Program,
CFDA 93.917  HIV Care Formula Grants,
CFDA 93.940  HIV Prevention Activities-Heaith Dapartment
Based, and
CFDA 83.994 Maternal and Child Health Services Block
Grant to the States
2013-07, Cash CFDA 10.557  Special Supplemental Nutrition Program for
2013-08, Management Women, Infants, and Children,
2013-09 CFDA 93778  Medical Assistance Program, and
CFDA 93.994 Maternal and Child Health Services Block
Grant to the States
2013-10, Eligibility CFDA 10.557  Special Supplemental Nutrition Program for
2013-11 Women, Infants, and Children,
2013-12 CFDA 93.767  Children's Health Insurance Program, and
CFDA 93778  Medical Assistance Program,

25



Honorable Ana Rius, PhD.
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED)

Basis for Qualified Opinion on Major Programs (continued)

Reference Compliance
Number Reguirement

2013-14 Equipment and
Real Property
Management

201315, Matching, Level
2013-18, of Effort,
2013-17, Earmarking
2013-18,

2013-19

CFDA 10.557
CFDA 83.069 /
CFDA 93.074 /
CFDA 93.889
CFDA 93.778
CFDA 83.940

CFDA 93.069/
CFDA 83.074/
CFDA 93.889

CFDA 93.917
CFDA 93.940

CFDA 93.294

Major Program

Special supplemeantal Nutrition Program for
Women, Infante, and Children,

Fublic Health Emergency Preparedness,
Hospital Preparedness Program (HPP) and
Fublic Health Emergency Preparedness
(PHER) Aligned Cooperative Agreements,
National Bioterrorism Hospital Preparedness
Frogram,

Medical Assistance Program, and

HIV Prevention Activities-Health Department
Based

Public Health Emergency Preparedness,
Hospital Preparedness Program (HPP) and
Public Health Emergency Preparedness
(PHEP) Aligned Cooperative Agreements,
Mational Bioterrorism Hospital Preparedness
Program,

HIV Care Formula Grants,

HIV Prevention Activities-Health Depariment
Based, and

Maternal and Child Health Services Block
Grant to the States
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Honorable Ana Rius, PhD.
Secretary

Commonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAN AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED)

Basis for Qualified Opinion on Major Programs (continued)

Reference Compliance
Number Requirement
2013-20, Period of
2013-21, Availability
2013-22,

2013-23,
2013-24
2013-06 Frocurement

and Suspension
and Debamment

CFDA 10.557
CFDA 93.069 /
CFDA 93.074/
CFDA 93.889
CFDA 93.778
CFDA 93.917
CFDA 93.994
CFDA 10.557
CFDA 83.069/
CFDA 93.074/
CFDA 83.880
CFDA 93.778
CFDA 83.917
CFDA 93.940

CFDA 93.994

Major Program

Spacial Supplemental Nutrition Program for
Women, Infants, and Children,

Public Health Emergency Preparedness,
Hospital Preparedness Program (HPP) and
Public Health Emergency Preparedness
(PHEP) Aligned Cooperative Agreements,
National Bioterrorism Hospital Preparedness
Program,

Medical Assistance Program,

HIV Care Formula Grants, and

Maternal and Child Health Services Block
Grant to the States

Special Supplemental Nutrition Program for
Women, Infants, and Children,

Public Health Emergency Preparedness,
Hospital Preparedness Program (HFPP) and
Public Health Emergency Preparedness
{(PHEP} Aligned Cooperative Agreements,
Mational Bioterrorism Hospital Preparedness
Program,

Medical Assistance Program,

HIV Care Formula Grants,

HIV Prevention Activities-Health Department
Based, and

Maternal and Child Health Services Block
Grant to the States
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Honorable Ana Rius, PhD.

Secretary

Commonwealth of Puerio Rico
Department of Health
San Juan, Puerio Rico

/T KRESTON

"TLSR,LLE

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED)

Basis for Qualified Opinion on Maior Programs (continusd)

Reference

MNumber

Compliance

Reaquirement

2013-25

2013-26,
2013-27,
2013-28,
2013-29

2013-30

2013-31,
2013-32,
2013-33

Program Incoma CFDA 93.994

Reporting

Subrecipient
Menitoring

Special Tests
and Provisions

CFDA 93.069 /
CFDA 83.074/
CFDA 93.889
CFDA 93.778
CFDA 83.917
CFDA 83.840

CFDA 83.904

CFDA 93.840

CFDA 10.557

CFDA 83.778

Major Program

Maternal and Child Health Services Block
Grant to the States

Public Health Emergency Preparedness,
Hospital Preparedness Program (HPP) and
Public Health Emergency Preparedness
{PHEP) Aligned Cooperative Agreements,
MNational Bioterrorism Hospital Preparedness
Program,

Medical Assistance Program,

HIV Care Formula Grants,

HIV Prevention Activities-Health Department
Based, and

Maternal and Child Health Services Block
Grant to the States

HIV Prevention Activities-Health Department
Baczed

Special Supplemental Nutrition Program for
Women, Infants, and Children, and
Medical Assistance Program

Compliance with such requirements is necessary, in our opinion, for the PRDH to comply with
the requirements applicable to these programs.
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Honorable Ana Rius, PhD.
Secretary

Commeonwealth of Puerto Rico
Department of Health

San Juan, Puerio Rico

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED)

Qualified Opinion on Major Programs with CFDA No. 10.557, §3.069, 83.074, 93,767, 93.778,
93,889, 93.917, 93,940, and 93.994

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion
paragraph, the PRDH complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on the Special
Supplemental Nutrition Program for Women, Infants, and Children; Public Health Emergency
Preparedness; Hospital Preparedness Program (HPP) and Public Health Emergency
Preparedness (FHEF) Aligned Cooperative Agreements; Children's Health Insurance Program;
Medical Assistance Program; National Bioterrorism Hospital Preparedness Program; HIV Cars
Formula Grants; HIV Prevention Activities-Health Department Based; and Maternal and Child
Health Services Block Grant to the States for the year ended June 30, 2013,

Other Matters

The results of our auditing procedures disclosed other instances of noncompliance, which are
required to be reported in accordance with OMB Circular A-133 and which are described in the
accompanying schedule of findings and guestioned costs as Findings no. 2013-11 and 2013-13.
Our opinion on each major federal program is not modified with respect to these matters.

The PRDH's response to the noncompliance findings identified in our audit is described in the
accompanying Corrective Action Plan. The PRDH’s response was not subjected to the auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.
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Honorable Ana Rius, PhD.
Secretary

Commonwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED)

Report on Internal Control over Compliance

Management of the PRDH is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the PRDH's internal control
over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
PRDH's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as
discussed below, we identified certain deficiencies in internal contrel over compliance that we
consider to he material weaknesses and significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and comect, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A matenial weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and corrected
on a timely basis. We consider the deficiencies in internal control over compliance described in
the accompanying schedule of findings and guestioned costs as Findings No. 2013-05, 2013-07
through 2013-10, 2013-12, and 2013-14 through 2013-33 to be material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a
federal program that is less severe than a material weakness in internal control over compliance,
yet impaortant enough to merit attention by those charged with governance.
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Honorable Ana Rius, PhD.
Secretary

Commoanwealth of Puerto Rico
Department of Health

San Juan, Puerto Rico

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (CONTINUED)

Report on Internal Control over Compliance (continued)

We consider the deficiencies in internal contral over compliance described in the accompanying
schedule of findings and questioned costs as items 2013-02 through 2013-04, 2013-08, 2013-
11 and 2013-13 to be significant deficiencies.

The PRDH's response to the internal control over compliance findings identified in our audit is
described in the accompanying Corrective Action Plan. The PRDH's response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we
exprass no opinion on the response.

The purpose of this report on internal control over compliance is sclely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose

Jlshinn (L, LLC

August 25, 2015
License No. 10
San Juan, Puerio Rico

The stamp number E1296706 was
affixed to the original of this report.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QGUESTIONED COSTS

YEAR ENDED JUNE 30, 2013

SUMMARY OF AUDITORS' RESULTS

1.

The independent auditars’ report on the Statement of Receipts and Disbursements
expressed that such statement was prepared using the receipts and dishursemients
method of accounting, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

Defictancies on internal control over financial reporting were identified, three (3) of which
were considered material weaknesses and two (2) of which were considered significars
deficiencies,

Deficiencies on internal control over compliance with requirements applicable to major
federal award programs were identified, twenty-six (26) of which were considered
material weaknesses and six {6) were cansidersd significant deficiencies,

The independent auditors' report on compliance with requirements applicable to major
federal award programs expressed a qualified opinion on the following major programs:

CFDA 10.557 Special Supplemental Nutrition Program for Women, Infants,
and Children

CFDA 93.088 Public Health Emergency Preparedness

CFDA 93.074 Hospital Preparedness Program (HPP} and Fublic Health
Emergency Preparedness (PHEP) Aligned Cooperative
Agreements,

CFDA 93 8589 Mational Bioterrarism Hospital Preparedness Program

CFDA 93.767 Children's Heatth insurance Program

CFDA 83.778 Medical Assistance Program

CFDA 83.817 HiY Care Formula Grants

CFDA 93.940 HY Prevantion Activities-Health Department Basad

CFDA 93.694 Maternai and Child Health Services Block Grant to the States

The Organization did not gualify as a low-risk auditee as that term is defined in CMB
Circular A-133.

The audit disclosed findings required to be repored under OMB Circudar A-133.

A threshold of $4,767,250 was used to distinguish between Type A and Type B
programe as those terms are defined in OMB Clroular A-133.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED}

YEAR ENDED JUNE 38, 2013

SUMMARY OF AUDITORS' RESULTS {CONTINLIED)

8. The PRDH's major programs were the following:

Name of federal grant CFDA Questionsd

numker Costs
Speciat Supplemental Nutrition Program for Women,
Infants, and Children 10.567 $ 1,126,142
Special Supplemental Mutrition Program for Womean,
Infants, and Children — Recovery Act 10.557 -
Public Health Emergency Preparedness 93,069 1,665
Hospital Preparedness Program {(HPPY and Public
Health Emergency Preparedness (PHEP) Aligned
Cooperative Agresments 893.074 -
Children's Health insurance Program 93.767 5,141
Medical Assistance Program 93.778 11,706,224
Medical Assistance Program — Recovery Act 93778 283,754
Mationat Bisterrorisim Hospital Preparedness Program 93.889 529,552
HW Care Formula Grands 93917 -
HiY Prevention Activities-Health Department Based 93,840 68,812
Maternal and Child Health Services Block Grant to the
States 93 994 310,071

$14,037,471
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COMMONWEALTH OF PUERTOQ RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NG, 2013-1 DIBURSEMENTS — STATE FUNDS

Gategory

Irternal control

Condition fourd

During the year ended June 30, 2013, {he PRDB charged expenditures to state programs
amaounting to $354 072,262 {exciuding $162,910,674 related o payroli expenditures, lransiers
to the Special Payers and transfers to the Puerto Rico Treasury Department). To test
compliance with the slate laws and regulations, we selecied a sample of 20 charges to state
funds thal totaled $28,524,071 (B%). In testing compliance and internal controls ower
allowability and procirement requirements for state funds, we noted the following exceptions:

1.

In one {1} of the twenty (20) disbursements selected (5%}, the PRDH failed to provide
the contract, proposals, RFP evaluation, and other related documents of the voucher
{0077189. The cost relatad to this condition amounted to $92 456,

in six (6} of the tweniy (20} disbursements selected {30%), the PRDH failed to provide
the procurement files {guotes, bid summeary form, and other related documents) of the
vouchars: 00047285, 00055613, 00058712, 00068088, 00074510 and 00082157, The
costs related to this condition amounted to $2 217 588,

In two (2} of the twenty (20} disbursements selected {(10%), only one proposal was
available for examination relaled to the vouchers: 00053283 and (0078585, The cost
related to this condition amountad to $103,924.

inone {1) of the lwenty (20) disbursements selected (5%}, the PROH did not provide the
receiving report for our examination for the voucher Q0082157

fn one (1) of the twenty (20} dishursements selected (5%, the fransaction was allocated
to the incorrest cost objective for the voucher DO01240777.

In one (1) of the twenty (20) disbursements sefected {5%), the PRDH did not provide a
cost-benefit assessment that demonstraled the necessity and reasonability of the
transaction for the performance and administration of the State activities for the voucher
0053283,

in ninsteenth {19) of the twenty (20 disbursement selected {85%), the cancelled checks
were nol availabia for examination,

34



COMMONWEALTH OF PUERTO RICO
ODEPARTMENT OF HEALTH

SCHEDULE OF FiNDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FiNDING NO. 2013-01 DIBURSEMENTS —~ STATE FUNDS {CONTINUED)
Criteria

Adticle Vi, Section § of the Constitution of the Commuonwealth of Puerto Rico states that the use
of property and public funds will be used enly for public activities and for the management and
operation of tha institutions of the Commonwesalth, and only under authority of law.

Law 230 dated July 23, 1974, as amended, known as "Accountancy Law of the Government of
Puerto Rico”, establishes the public policy as 1o the control and accounting of the public funds
and properly.

The following laws, among others, establish procedures and guidelines to follow in the
acquisition of goods for the Conumonwealth of Puerto Rico: Law 198 dated September 6, 19986;
Law 42 dated Auvgust 5, 19988, Law 170 August 12, 1888, Law 164 dated July 23, 1974; and
Law 77 dated June 25, 1974,

Effect

The exceptions mentioned above resuited in inadequately supported charges fo the state funds
amaunting to $2,414,028. This situation is the result of: a) deficiencies of the filing system and
retrieval which do not provide for immediate identification of payment documents; and b) the
faiiure to implement adequate internal control procedures, such as thorough managerial review,
which should detect and correct, on a timely basis, instances where controle are not being
fallowed.

Recommendations

We recommend the FRDH to establish adeauate procedures and confrols, which shall consider,
among others, Ihe following:

» Adegquate maintenance of documentalion {o support the allowability of ils expenditures.
The PRDH shali improve its internal controls over the fiing and safeguarding of
documents in order to easily identify and retrieve payment vouchers and all related
supponting documentation,

+ Estabiish and implement written policies and procedures, ncluding controls for proper
review and authorization duwring the processing and payment of FRDH expenditures.
Payment documents and related supporting documenlation shall be thoroughly reviewed
befare they are recorded and processed for payiment,

e Payment vouchers shall be properly authorized by the respective PRDHs
representatives and should be supported with the reguired documentation.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2613

FINDING NO. 2013-01 DIBURSEMENTS - STATE FUNDS {CONTINUED)
Recommendations (continued)

» Provide adeguate training to employees regarding procwrement and disbursement
processing procsdures.

Additionally, the PRDEH shall emphasize the impottance of maintaining an adequate filing
system that allows the prompt retrieval of documents and related supporting documentation.
The PRBH shal plan and implement s mechanized system that permits the efficient filing,
tracking and retrieval of filed documents. The PRDH shall adequately train its personnet as to
the importance of records safeguarding procedures, and the proper coordination and
communication for the retrieval of documents when needed.
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COMMONWEALTH OF PUERTO RICC
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 201332 ACCOUNTING RECORDS

Federal programs

All federal financial assistance programs

Category

internal control

Compliance reguiremeant

Reporting
Special Tests and Provisions

Candition fourd

During our audit procedures for the fiscal year ended June 30, 2013, we nofed the following
deficiencies related to the accounting procedures and financial reporting practices of the PRDH:

The PRDH has inappropriate andfor incompliete cut-off procedures, as well as
incomplete monlirend and year-end reconciliation and closing procedures which prevent
the timely processing of adjustments. Many transactions and adjustiments are posted
motiths after the applicable closing with a retroactive effect due to delays in the
processing of informatian, especially those related to payroll fransactions. In this regard,
a significant amount of journal votichers are processed.

We noted probfems with the accounting software, PeopleSoft 8.4, used by the PRDH.
The financial database provided contained lwo files of transactions, since the
transactions that were initiated in the accounting software of the Treasury Departiment of
the Commonwealth of Puerto Rico {PRIFA) {payrol transactions) were not posted in
FPaopleSoft 8.4. This situation may have an effect on the PRDHs compliance wilh the
earmarking requirements on several federal financial assistance programs.

The PRDOHM created accounts or projects for federal grants with the CFDA number in the
accounting system.  In some instances, the CFDA numbers assigned were incomplete
or incoriect, This deficiency required additional efforts of the PRDH personnel in order
to review the grouping of grants when preparing and reviewing ithe Schedule of
Expenditures of Federal Awards. This situation caused delays in the pianning process
and the begirming of the audit field work.
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CONMMONWEALTH OF PUERTO RiCO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NG, 2013-02 ACCOUNTING RECORDS {CGNTINUED)

Condition found {continued}

&

The PRDH has inappropriate andfor incomplete budgeting condrols betwesn grants
awards distribution and programmatic activities allocations. In various federal programs
we were unable to verify its compliance with ceftain percentages kmitations as required
by applicable regulations, as further explained in Findings No. 2013-15, 2013-17, 2013-
18, and 2013-19.

The PEDH has establishad a policy to account the payroll transactions in the accounting
system. Payroll transactions of the federal programs were registered in a central
account, no matter the type of programmatic activity of the federal programm.  This
situation may have an effect on the FRDH's compliance with the earmarking
requirements on severat federal financial assistance programs, as further explained in
Findings No. 2013-15, 2013-17, 2013-18, and 2013-18.

We noted during the evaluation of the period of availability test that the PRDH accounted
for payroli transactions after the end of the grant periad for various federal programs.
Eventhough the PROH has adjusted those fransactions, the PRDH falled to perform
these adiustments in a timaly manrer. Many fransactions are posted months afier the
applicable closing, with a retroactive effect. Also, the PRDH has not established
adeguate internal controls and precedures to correct this deficiency.

The PROH showuld improve the fifing procedures, communication and coordination to
permit the prompt retrieval of docuiments requested, as further explained in Findings MNo.
2013-01, 2013-04, 2013-05, 2013-G6, 2013-07, 2013-08, 2013-10, 2013-11, 2013-12,
2013-28, 2013-32 and 2013-33.

We obtained an accounts receivable listing amounting fo $4,241,315 as of June 30,
2013, Accounis receivable arise from services provided, overpayments or merchandise
raturng to suppliers, Bnproper salary payments, payments to employees without
accumulated vacations or sick leave balances, and others. The accounts receivable are
recarded in a subsidiary ledger when detecled or identified. However, the expenditures
in the related funds are reversed when amounls are actually collected.  Accordingly,
axpenditures reponted in the federat financial assistance programs include unallowable
costs for those amounts uncoliected at the end of each year. Alsp, the PRDH failed to
provide an accounts receivable listing segregated by transactions related to services
rendered and overpayment or inproper payments made, and by funding source. The
general ledger account information refated to the overpayment or improper payment was
not icluded in the accounts receivable listing provided.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDLULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2012-02 ACCOUNTING RECORDS {CONTINUED)

Criteria

Sections 20{a} and (b} {11 to {4} and {8) on Subpart C of the OMB Comman Rule estabiish that:

a. A State must expand and account for grant funds in accordance with State laws and
orocedures for expending and accounting for its own funds. Fiscal control and accounting
procedures of the State, as wefl as its subgrantees and cost-iype contractors, must be
sufficient to:

Permit preparation of reports required by this part and the statutes authorizing
the grant, and

Permit the tracing of funds to a level of expenditures adequate to establish that
such funds have not been used in viclation of the restrictions and prohibitions of
applicable statutes.

b. The financial management systems of other grantees and subgrantees must mset the
following standards:

iif,

iv.

Financial reporting - Accurate, current, and complete disclosure of the financial
results of financially assisted achivities must be made in accordance with the
financial reporting requireaments of the grant or subgrant.

Accounting records - Grantees and subgrantess must maintain records which
adequately identify the source and application of funds provided for financialky-
assisted activities, Thase records must contain information pertaining to grant or
subgrant awards and authorizations, obligations, unobligated balances, assels,
liabiities, oullays or expenditures, ard incoms.

Internat confrob - Effestive control and accountahility must be maintained for all
grant and subgrant cash, real and persgonal property, and other assets, Grantees
and subgrartess musl adequately safeguard all such property and must asswe
that it is used solely for authorized purposes.

Budget controf - Actual expenditures or oullays must be compared with budgeted
amounls for sach grant or subgrant. Financial information must be related o
performance or productivity data, including the development of unit cost
information whenever appropriate or specifically required in the grant or subgrant
agreament. If unit cost data are regquired, estimates based on avaiable
dociimentation will be accepted whensaver possible.
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COMMONWEALTH OF PUERTO RICG
DEPARTMENT OF HEALTH

SCHEDULE OF FINDNGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2043

FINDING NO. 2013-02 ACCOUNTING RECORDS {CONTINUED}
Criteria {continued)
V. Source documentation - Accounting records raust be supported by such source

documentation as cancelled checks, paid bilis, payrolls, fime and attendance
recards, contract and subgrant award documents, ete,

Section 42 {&} {1) on Subpart C of the OME Common Rule establishes that the awarding
agency and the Comptroller General of the United States or any of their authorized
representatives, shall have the night of access to any perinent books, documenis, papers, or
other records of grantees and subgrantees which are pertinent io the grand, in order to make
audits, examinations, excerpts, and transcripts.

2 CFR section 205 Appendix A (C} 4a establishes that applicable credits for recaipts or
reducton of expenditure-type transactions that offset or reduce expense items allocable to
Federal awards as direct or indirect costs, shall be credited to the Federal award either as a
cost reduction or cash refund, as appropriste. Exammples of such fransactions are: purchase
discounts, recoveries or indemnities on losses, insurance refunds or rebates, and adjustments
of overpayments or erroheous charges

Effect

The PRDH is unable {0 prepare accurate and complete financial reporis because of the
limiations on ifs current systems and reporting practices.

Questicned costs

Coud not be datermined

Recomnmendations

The PRDOH shall revise its accounting practices and policies to provide for an accurate reporiing
financial system. The PRDH shall continue to improve s accounting practices and policies to
provide for an accurate reporting financial system. This requires that the actual plan in place be
continuously evaluated with the Puerto Rico Depariment of the Treasury to review the
performance of the accounting and financial management sysiem o allow the preparation of
financial reports required by the different oversight entities and to have the necessary internal
controls in place. The plan in place should also consider, among other things, 1he fokowing:

. Integratian, extraction and conversion of the personnei and payroll data.
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COMNONWEALTH OF PUERTO RICC
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FiNDING NQ. 2013-02 ACCOUNTING RECORDS {CONTINYUED)
Recommendations (continted)

. Coordination beiween the programwnatic and financial activities to allocate total grant
awards and to reduce the actual time required for the use of funds, This shall reduce the
possibility of the lapse of funds.

The PRDH shall perdorm a post systein implementalion analysis and evalugtion of the
PeopleSoft 8.4 application to verify all dadiverables have been successfully compisied and
which other functions can be implemented.

The PRDH shall review its reconciliation procedures and enforce that this process is performed
on a montily basis. Furthermore, we reconunend the PFRDH's accounting personnel to perfarm,
on a monthly basis, an analysis of subsequent payments. This would allow the preparation of
reliable financial information and a proper matching of revenues and expenditures.

The PRDH shall establish an action plan fo address the issue of the payroll transactions
uptoaded wilh errors to PeopleSoft 8.4, This will allow the PREH to identify incorrect payrall
charges in the cormect accounts years and programs in order fo process the adiustment in
PeopleSoft 8.4 and PRIFAS on a timely hasis.

The PRBH shall review thelr policies and procedures in order to record the expendifures in
accordance with the program aclivities. An adequate chart of account allows the agency o
maintain an effective controd of the limits in the use of funds as required by federal program
requiations.

Additionally, the PRDH shall emphasize the importance of maintaining an adequate filing
system that zllows the prompt relriesval of documents and related supporting documentation.
The PRDH shall plan and implement a mechanized system that permits the efficient filing,
lracking and retrieval of filed documients. The PRDH shall adeguately frain its personnel as to
the importance of records safeguarding procedures, and the proper coordination ard
communication for the retrieval of documents when needed.
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COMMONWEALTH GF PUERTO RICO
DEPARTMENT OQF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED}

YEAR ENDED JUNE 30, 2013

FINDING NC. 2013-03 SINGLE AUDIT REFPORT

Federai programs

All federa! financial assistance programs
Category

Compliance / internal controd
Compliarce reguirement

Special Tests and Provisions

Condition found

The Single Audit Report for the fiscal year ended June 30, 2012 of the PRDH was submitted
after March 31, 2013, which is the due date as established by OMB Cicular A-133. The Single
Audit related to such period was completed after the 2 months deadline.

Criteria

OMB Cicular A-133 subpart B § 200 {a} establishes that Non-Federal entities that expend
$300,000 (3500000 for fiscal years ending after December 31, 2003) or more in a year in
Federal awards shall have a single or program-specific audit conducted for that year in
accardance with the provisions of this part.

OMB Circular A-133 subpart B §___ 220 establishas that except for the provisions for bignnial
audits provided in paragraphs (2) and {b} of this section, audits required by this part shall be
performed annualkly.

Public Law 104-1586, known as the Single Audit Act, sections 7502 {h) {1) and {2}{B} establish
that the non-Federal Organization shall transmit the reporting packags, which shall include the
non-Federal Organization's financial statements, schedule of expenditures of Federal awards,
corrective action plan defined undar subsection (i), and suditor's reports developed pursuant to
this section, to a Federal clearinghouse designated by the Director, and make if available for
public nspection within the sarlier of 30 days after receipt of the auditor's report; or 9 months
after the end of the period audited, or within a longer timeframe authorized by the Fedaral
agency, determined under criteria issusd under section 7504, when the S-month timeframe
woluld place an undue burden on the non-Federal Organization.
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COMMORNWEALTH OF PUERTO RICO
DEPARTIMENT OF HEALTH

SCHEDLULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2313

FINDING NO. 2013-03 SINGLE AUDIT REPORT (CONTINUED)

Effect

Noncompliance with the above mentioned requireinent could lead to administrative actions by
the grardor, IE could also be interpreted as a failure o manags federal awards in compliance
with laws, regulations, and provisions of contracts and grant agreements.

Giuestioned costs
iMone
Recommendations

The PRDH shall establish controls and processes fo enable compliance with completing and
submitting the Single Audit Report of the PROH in the due date estabiished by the Single Audit
Act. Also, the PRDH shotild eslablish procedures for the montily and year end closing
procedures to allow for the timely performance of the Singfe Audits. This will enable the FRDH
to comply with the reporting requirements established by applicable regulations.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEIRILE OF FINDINGS AND GUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

FINDING NO. 2072-04 PERSONNEL FILES AND PAYROLL

Federal programs

Al federat financial assistance programs

Category

Internal controd

Compliance reqetiEremeant

Allowable cosls f cost principles

Condition found

As part of our audit procedures, we peiformed a personnet files test to determine if the
employes's recruitment confarmed to state employment laws and regulations meeting federal
merit system. For this test, we selected a random sample of 57 employees' files from which
forty (40} were paid with federal funds and seventean (17) were paid with state funds. However,
for one {1} of the 57 files sefected, the employee fiie was not available for examination. Our
examtination of the 56 employees' files provided revealed that the following documents reguired

by the PRDH were missing:
Total files  Excepllons Percantage of

Docuimants misshiy examinet noted oxceptions
Fidalily Piedge o 1 29
Job Doscription b8 4 7
Resume 58 1 2%
Certification of Academic Freparation o T 3%
ninth Cortificate 96 3 5%
Personne! History b6 ] %
Asume Form (ASRA-5} 50 19 4%
Employment Elipibility Verification {Form F9) 56 2 4%
Salary change form 58 2%
Copy of ID 55 1 2%
Hoalth Certificato form be {2 1%
bncomee Tax Withhoiding form a6 12 21%
Criminal Record Certificate 56 1 2%
Copy of Sociad Sectrity card i 1 29
infarmative Manual Work Area lree of Drugs {Law # 101-226} 58 3 5%
Drug Iree test 565 6 1%
Receipt of Sexual Harassment Law 55 14 25%
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FiNDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-04 PERSONNEL FILES AND PAYROLL {CONTINUED)
Condition found {continued)

Above conditions are indicative that established procedures are not being followed and
consequently, documenis required for recruiting purposes have not been always obtained or
properiy filed.

The PRDH's payroll is processed thry the Payroll and Human Resources System (RHUMY.
The PRDH inputs the employee information and compensation when the employee is hired and
modifies the empioyes information in accordance with changes in the compensalion or
deductions required. The PRDH's Finance Division obtains a payroll register from the PRTD to
record payroll and payrol related expenditures in the PRDHs accounting records.

Also, the PRDH has employees contracted as professional services, We selected a sample of
10 employeas from the dalails obtained from the journal entries selected as part of owr
disbursement test {o determine if the contract file included the regquired documenis by the
PROH.

After our tests of controls, we noted the following internal control deficiencies:

a} Curing the payroll test, we noted that B2 of the 57 emiployees selected for testing
were paid through direct deposit. However, in 7 of the 57 cases {12%)}, no evidence
was provided of the request and authorization of the employee to patdicipate in the
direct deposit syslem.

h) For the five {b) employees not paid thru direct deposit, the cancelied checks for the
nay pericd selected were not available for examination.

c) In 57 of the 57 cases {100%), the stendance sheels were not available for
examination.
) in 1 of the 10 employees under professional servicas contract, the amount paid

exceeded the madmum amount per month, The maximum stonthiy salary allowed
was $2,333.00 and the total amount paid for the month of September 2012 was
$2,412.50.

Criteria
Altachment B, Section 8{a) (2) of the OME Circular A-87 establishes that the cost of
compensation for personnel services is allowablie to the extent that it follows an appointment

made i accordance with the governmental unit's iaws and rules and meets the merit system or
other requirements required by federal law, whare applicable.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTHONED COSTS (CONTINUED)

YEAR ENDED JUNE 39, 2012

FINDING NO, 2013-04 PERSONNEL Fil.LES AND PAYROLL (CONTINUED)
Criteria {continued)

Attachment B, Section 8{h} {1) of the OMB Circular A-87 establishes that charges to Federal
awards for salaries and wages, whether treated as direct or indirect costs, will be based on
payrolls documented in accordance with generally accepted practice of the governmental unil
and approved by a responsibie official{s) of the governmental unit.

Section 20 {b) {6} on Subpart C of the OMB Comimeon Rule establishes that accounting records
must be supperted by such source documentation as cancelled cheacks, paid bills, payrolls, lime
and attendance records, centract and subgrant award documents, etc.

Dections 42{b} {1) and {2} on Subpart C of the OMB Common Rule establish that records must
be retained for three years from the starting date. If any litigation, claim, negotiation, audit or
other action involving the records has been started before the expiration of the 3 years period,
the records must be retained untid completion of the action and resolution of all issues which
arise from it, or untl the end of the reguiar 3 years period, whichever is later.

Effect

ncomplete files and personne! not meeting state employment laws and regulations and federal
merit system could lead to cost disallowances. Lack of confrols over the direct deposita
transactions could result in incorrect paymants 1o employaes or unauthorized bank accounts. it
could also be interpreted as a failure to esiablish and monitor internal controls over personnel
files and payroll fransactions.

Questioned costs

Could not be determined

Recommendations

We recammend the PROH to establish adequate procedwres and controls, which shall consider,
amang others, the following:

= Devalop a comprahensive plan fo ensure that: a} all the personnel files are on hand and
complete; and B} all personnel required reports are prepared and processed
immediately.

+« File the direct deposit reguest forms for each employee in thelr respective file maintained

by the Human Resources Depariment. Such information should be maintained in
accordance with the law.
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COMMONWEALTH OF PLUERTO RICO
DEPARTMENT OF HEALTH

SCHEBDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR EKDED JUNE 34, 2012

FINGING NO, 201384 PERSONNEL FILES AND PAYROLL (CONTINUED)

Recommeandations {continued}

Perform a review of all the employees that the payroll payment is performed by direct
deposit in order to verify i the bank ascount indicated in the authorzation form agree
with the bank account included in the payroil system. For those cases that the form is
not available, reguire the employses fo complete a new form andfor reqguest a
confirmation lelter that they are the title holder of the account indicated in the payroll
system.

Adequate payroll procedures would allow the PRDH fo. a) ensure that payroll costs paid
with federal funds are distributed adeguately and accurately, and b} keep track of any
changes in the tasks performed by an employee, which shall be processed on a timely
basis by the Payroli Division. After implementing these Enprovements the PRBH shalt
have a continuous monitoring of this process to ensure thal confrol aciivities are
functioning as infended.

Emphasize the importance of maintaining an adeguate fiing system that allows the
prompt retrieval of documents and related supporting documentation. The PRDH shall
plan and impleiment a mechanized system that permits the efficient filing, tracking and
refrieval of filed documents. The PRDH shall adequately frain its personnel as o the
importance of records safeguarding procedures, and the proper coordination and
commiunication for the retrieval of documents when needed
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COMMOGNWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDLLE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDELD JUNE 30, 2013

FINDING NQ, 2013-G5 INDIRECT COSTS - WIC

Fedaral programs

CFDA 10.557 Special Supplemental Mutiifion Program for Woman, Infants, and

Chilcdren

Category

Compliance f Internal control

Compliance regErement

Allowable Costs f Cost Principles

Condition found

To determing comphance with Allowatde Cosis / Cost Principles under the WIC program, we
obtained an understanding of the PRDH's policies and procedures for claiming the
retmbursement of indirect cosl. 'We ohiained the indirect cost proposal submitted to HHS andg
the Indirect Cost Agreement which stated the approved indirect cosl rales which will apply to ihe
fiscal year ended June 30, 2013. We made a selection of 7 t{ransactions representing 658%
($4,975,5610) of the tolal amount claimed as indirect costs. For the sample selected we
requested the supporting documents maintained by the PRDOH to support the amounts claimed.
After performing our audit procedures, we noted the following deficiencies:

1.

In three (3) of the seven {7} claims for reimbursement examinsd {43%), we received the
calculation workshest and the adjustment voucher, but the supporting documentation
provided included the accumulated expense for the year and not the accumulated
expense at the time of the claim. Therelore, the adjustment vouchers were not property
supported. However, we examined the calculation at the ended and the PRDH samed
the amount clkaim, except for the amount reported in comment number 3.

i two {2} of the seven {7} claims for reimbursement examinad {29%), after recalcutating
the amount of indirect costs claimed, we nofed that the PRDM claimed $401 496 in
excess of the amount of indirect costs earneard.

tn one (1) of the seven (F) claims for reimbursements sxamined (14%), the rate used to
calcuiate the claims was higher than the approved indirect cost rate. The effect of this
error in the indirect costs claimed was $113,383 (amount was already icluded in
condition number 23,
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COMMONWEALTH OF PUERTO RICD
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTICONED COSTS {(CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-05 INDIRECT COSTS — WIC (CONTINUED)

Condition found {continued)

The conditions detailed above were caused by inadequate internal controls and procedures to
ascertain about the accuracy and completeness of the indirect costs claims for reimbursement
procedures,

Criteria

2 CFR 225 Appendix A section C (1) {} of the "Factors affecling aliowability of costs”
establishas that {o be allowable undear Federal awards, costs must be adequately documentad.

7 CFR 3016.20 section 20 (b} (5) and {8} eslablish that the financial management systems of
other grantees and subgranteas must meet the foliowing standards:

i Allowable cost - Applicable OMB cost principles, agency program regulations,
and the terms of grant and subgrant agreements will be followed in detenmining
the reasonableness, allowability, and allocability of costs,

ik Source documentation - Accounting records muist be supported by such source
docunentation as cancefled checks, paid hbills, payrolls, time and attendance
records, contract and subgrant award docuiments, ete.

Sections 42{b) (1) and (2} on Subpart C of the OMBE Common Rule establish that records must
be retained for three years from the starting date, If any Iitigation, claim, negotiation, audit or
other action involving e records has been started before the expiration of the 3 years period,
the records must be retained until completion of the action and resolution of all issuss which
arise from it, or until the end of the regular 3 years period, whichever is later,

Effect

Above conditions could result in noncompliance with federal reguiations and cost disallowances
hy the grantors.

Questioned costs

$401,486 CFDA 10.557 Special Supplemental Nulrition Program for Women, Infants,
and Children
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COMMONWEA: TH OF PUERTO RICO
DEPARTMENT OF BEALTH

SCHEDULE OF FINDINGS AND QUESTIOMED COSTS ([CONTINUED)

YEAR ENDED JUNE 39, 2013

FINDING NO, 20%3-65 INDIRECT COSTS - WIC {CONTINUED}

Recommeandations

The PRDH shall provide adequate training to the program's personnel and all other employees
in charge of the chaims for reimbursements procedures on all federal regulations refated to the
allowability of costs claimed for indirect costs, The PREDH shall also astablish and implament
controls for the proper review and awthorization during the processing and recording of indirect
costs claims and journal entries.

Also, we recormmend to PROH te maintain adeguate documerdation to support the allowability

of its expenditures. Indirect costs cfaims shall be supported with the financial information used
and avaiable at the time of the claim is made.
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CONMMOMNWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED CUSTS {CONTINUED)
YEAR ENDED JUNE 30, 2013

FINDING NC. 2013-06 DISBURSEMENT TEST

Federal programs

CFDA 10.557 Special Supplemental Nutrition Program for Women, Infants, and
Children

CFDA 83.080 Public Health Emergency Preparedness

CFDA 83.074 Hospital Preparedness Program and Public Health Emergency
Freparedness Aligned Cooperative Agreements

CFDA 23.778 Medicat Assistance Program

CFDA 93.889 National Bioterrorism Hospital Preparedness Program

CFDA 83,917 HIY Care Formula Grants

CFDA 93.940 HIY Prevention Activities-Health Departiment Based

CFDA 93,994 Maternal and Child Health Services Block Grant to the States

Category

Compliance f nternal control

Compliance requirements

Allowable costs f cost principles
Procurernent, Suspension and Debarment

Condition found

In testing compliance and internal controls over cost allowability and procurement and
suspension and debarment requirements, we selected 139 disbursements from the programs
listed below {exchiding those related to payrell and fringe benefits expenditures, and assistance
nayments) that totaled $41,314,268. The distribution of these disbursements was as follows:

ltems Sample dolfar Program Percontage
CFOA No. Pragram tested amount disburscments tested
Special Suppfenantal Batlion
10.657  Program for Woman, infants, and 25 § O448 B840 BR2.508,773 42%
Children
30805 Public Health Emergency
83074 Preparedness; Hospilal Preparedness
03885  Program and Public Health Emergency
Freparedness  Aligned  Cooperative
Agreements; and Mationa! Biclerrorism
Hospilal Preparedness Frogeain 24 49652673 DA77 B0 568%
83778 Medical Assislance Program 24 4,743,174 22 024 203 2%
93 917 HiV Caro Formula Granis 22 20,130,091 32,970,806 Gi%
&3.840 Y Prevenlion  Aclivilies-Health
Deparleent Based 24 1,138,022 2857 274 A0%
93904 Matornal and Child Heallth Services
Biock Grant to lhe Slales 20 ___ 8G0835 _ 2275261 __A0%
139 $41,314,268 502,304,237 —49%
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2043

FINDING NO. 2013-36 DISBURSEMENT TEST {CONTINUED)

Condition found {continued)}

Also, we selected a sampie of payments made to the Puerto Rico Health Care Administration in
order to ascertain the adequacy of the supporting documents for those transactions, and the
recording and coding in lhe accounting system.

The legend of the exceptions and instances of noncompliance noted is as follow:

Attrihute Condition Exceptions
A. Only one quote was available for examination. 7
B. Contract was not available for examination. 3
c. Cost price analysis was not available for examination 3
o, Cost-henefit asseasment of the necessity and reascnabiiity of

the transaction for the patformance and administration of the

program were not available for examination. 5
E. Cishursement aliocated to an incorrect cost objective. 24
F. Expenditure transaction not properly supporied. 3
G. No evidence found of verification of contracted vendors in the

Excluded Party List System (EPLS) 43

The exceptions mentioned above are the result of. a} deficiencies of the filing system and
retrieval which does not provide for immediate identification of payinent documents; and b} the
failure to implement adequate internal control procedures, such as thorough managerial review,
which should detect and comect, on a timely basis, instances wheie controls are not being
followed. The exceptions noted under each program during the performance of our tests wers
as follows:

This Space s Intentionally Left in Blank ---
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COMMORNWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 38, 2042

FINDHNG NO, 201346 DISBURSEMENT TEST {CONTINUED)
Condition found {continusd)

CFDA 10.557 Special Supplemental Nutriticn Program for Women, infants, and Chiliren

Document Chzestioned

Date Amount Number |A{B|CGIDIEIF G Costs

sH0R012 | $317421 | 00046018 X 5 -
012812012 7,679 | 0001215212 X -
104162012 39841 | opossied 1 i | TXT -
11/27/2012 292,124 | 00OS0100 X -
14102013 210,220 | 0004225 X -
1111/2013 | 7438806 | 00064321 |} X -
2/11/2013 21,311 | 00067968 X -
212042013 266,752 1 DOOBB437 X -
| ariE2013 181,583 | 000671040 X -

312142013 01,357 | 00073653 | X X 91,367
44302013 46,638 | 00073613 X -
4/18/2013 9,300 ] 00075443 X -
4/30/2013 | 246842 | 00076642 O T T 0

i8 8 119 1 $..91.867

CFDA 53069/ 23.074 7 93.889 Pubfic Health Emergency Praparedness; Hospital Preparedness
Frogram and Public Health Emergency Prepgaradness Alignoed Gooparative Agroemants: and
National Bicterrorism Hospital Preparedness Praogram

Document Guestioned
| Date ...ﬁm..t!.unt....____._ﬂumhf-_r........f. B CiPIEFIG Costs
7132012 | $208,638 | 0001108828 X $ -
Bi812012 265836 | O0D046B43 X -
aranots | 1e33a | ooorztors | X -
512012 239758 | 0001218931 X -
172012 232233 | 0001228349 X -
1214/3042 346,632 | 0001234328 X1 -
F227I2012 27300 | 000B3RZ X -
/42013 364 641 | 0001243795 X -

112512013 2728111 00065818 X L
2015/2013 350,154 | 0001243122 X -
20242013 | 74401 0008047 X -
3715/2013 334,219 | 0001250851 X -
32012013 170,981 { Q0072551 X -
| 41202613 | 319,944 | 0001256589 | [ X -
5M5/2013 310,595 | 0001262640 X -
/1472013 321452 § OOD1271414 X -

¢ 0 ¢ 0 B 8 5 58 -
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2042

FINDING NO, 2013-06 DISBURSEMENT TEST (CONTINUED)
Condition found (continyuad)

CFDA 83.778 Medical Assistance Program

Docurment Cuastioned
Date Amount | Number |M|B|CIDIE|FIC | " hosts
AGE $ 3285 | 00045183 % -
B/28/2012 | 423811 | oopoossess | || F X 422,911
Biafan12 1,483,546 | 0UOODR4320 X 1,33 546
91241202 19832 | 00052753 TR 3 19,832
| 9i27/2012 213,080 | 00053385 | X 213,030
/242012 31,424 | DOD57546 X | x X 31,424
1142512012 135,000 | 00060324 X -
1211312012 587212 | DODB2I76 X -
111642013 40,886 | 0064714 I X X B 40,886
HIGI2A 16,876 | 00065543 X x X 16,876
3/1/2013 0068 | DOD70303 X -
319/2012 | 85193 | 00072265 | X | AX 85,192
A1H2013 203,037 | 00074395 | X 203,027
43012013 1401448 |  OOO7RE4G X -
“oramois | 404 | doosodsT - .
4 3 3 20 2 8 $24177M
CFDA 93.917 HIV Care Formula Grants
Bosument fluestioned
Date Amount | Number |P|BJCIDIEIFI G| 0 e
7012 64,648 | 00043501 X $ -
718/2012 404 727 | OOG435GH X -
71942012 2,231,640 | GO043581 X
7102012 3284195 | o0o043sgt X -
792012 | 1268265 | 000435622 X -
71942012 17B7,635 | 00043522 X
100112012 a07 546 | 00053696 X -
111432012 | 254328 gooseats | |} | IS -
14452013 61,035 F 0601243795 X -
14872042 972381 | CO0GARZT F3
4710/2013 256,784 | CDU74668 X .
D ¢ ¢ ¢ 1 D 18 B -




COMMONWEALTH OF PUERTO RiCO
DEFARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING KO, 2013-05 DISBURSEMENT TEST {CONTINUED}

Condition found {continued}

CFDA 93.940 HIV Prevention Activilies - Health Department Based

Dacumant Questioned
Date Amount Number A/BiCiD E FIG Costs
9/114/2012 | 6,388 | 0001210777 X 1T -
TOFHA 2 5162 | O71OF130748 A -
1171412012 214,425 | 00058909 X -

1911402012 | 116,500 | 00058910 X .
HERIAHA G2 BTH QOOs5119 X -
81612013 37,500 | OODBOATY X -
611412043 33641 | 00081863 | X | 33641
6/14/2013 35271 | 00082004 | X X 35,271

2 0 ¢ 2 1 8 & $ 88,912
CrDA 931,994 Maternal and Child Health Services Biock Grant to the States
Cocument Questloned
Date Amount | Numper |2 |B|CIDIE [FIG " riets
772042012 3255 | DOD1204968 X $ -

. Bns201z | 4,100 | 0001204069 | 1 T Xlb -
971112012 16,110 | 00050809 X -
tO122/20112 495008 | 0DD55972 X -

Loz T 2411 coodzoeade | 1) S -
1141512012 40,000 | 0DDDDS7221 X 40,000
f2r14/2012 49310 | 0001234328 X -

.......... 17412013 48431 | 0001243795 | EX
143172013 16,327 | 00066860 X -
21152013 37,168 | 0001243122 X -
2812043 2,045 | 000DiP53246 X .
421213 38,578 | (HHMZEG5G8D X -
13072013 26,160 | 0001259453 X -
EH5/2013 36,364 | 0001262640 X -

D ¢ & 0 10 1 3 $ 40,000
Exceptions noted f 3 3 5 24 3 43 $2.618,013
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEBDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 28613

FINDING NO. 2013-06 DISBURSEMENT TEST (CONTINUED}

Condition fosund {continced)

Also, during the disbursement test, we nolaed that 47 of the 132 transactions selected for lesting
{34%) were related to journal entries adiustments, For the remaining 92 disbursements we
requested the cancelled checks. However, in 88 of the 82 transactions (86%), the canceiled
checks were not available for examination.

Al the time this report was being issusd the PRDH indicated that they have ideniified additional
information related to the conditions included in this finding. However, such information was not
availabfe for examination af the time of performing this test or at the subsequent several
deadlines established.

Griteria

2 CFR 225 appendix A section © (1) {j} of the OMB Circular A-87 “Faclors affecting allowability
of costs’ eslablishes that to be allowabls under Federal awards, costs must be adegquately
docomented.

2 CFR 225 appendix A section C (2} establishes that a cost is reasonable if, in its nature and
anmount, it does not exceed that which would be incurred by a prudent person under the
circumstances prevailing at the time the decision was made to incur the cost. The guestion of
reasonableness s particulady important when governmental units or components are
predominately fedarally-funded. In determining reasonablensss of a given cost, consideration
shalt be given to:

a. Whether the cost is of a type generally recognized as ordinary and nacessary for the
operation of the governmental unit or the performance of the Federal award.

b. The restraints or requikements imposed by such factors a8 sound bosiness
practices; arm's-length bargaining, Federal, State and other laws and regulations;
and, terms and conditions of the Federal award.

¢ Marke! prices for comparable goods or services.

d. Whether the individuals concerned acted with prudence in the circumstances
considering their responsibilities to the governmental unit, its employees, the public
at large, and the Federal Governmant.

e, Significant deviations from the established practices of the governmental unit which
may unjustifiably increase the Federatl award's cost.
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COMRIONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONEDR COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-06 DISBEURSEMENT TEST {CONTINUED)

Criteria (continued)

Sections 20{a) and (b) (1} and (3) to (6} on Subpart C of the OMB Common Rule establish that:

a. A State must expand and sccount for grant funds in accordance with State laws and
procedures for expending and accounling for its own funds. Fiscal contral and accounting
procedures of the State, as well as its subgrantess and cost-type contractors, must he
sufficient to:

Permit preparation of reports required by this part and the stalutes authorizing
the grant, and

Fermit the fracing of funds to a level of expenditures adequate to establish that
such funds have not been used in violation of the restrictions and prohibitions of
applicable statutes,

. The financial management systems of other grantees and subgraniees must meet the
following standards:

=

Financial reporting - Accurate, current, and complete disciosure of the financial
resuits of financially assisfed activiies must be made in accordance with the
financial reporting requirements of the grant or subgrant.

Internal control - Effective confrol and accountabilify must be maintained for all
grant and subgrant cash, real and personal property, and other assels. Grantees
and subgrantees must adequately safeguard all such property and must assure
that it s used solely for authorized purposes.

Budget controb - Actual expenditures or outtays must be comparad with budgeted
amounts for each grant or subgrant. Financtal information must be related to
performance or productivity data, including the development of unit cost
information whenever appropriate or specifically required in the grant or subgrant
agreement. H unit cost data are required, estimates based on available
documentation will be accepted whenever possible,

Allowable cost - Applicable OMB cost principles, agency program regulafions,
and the terims of grant and subgrant agreements will be followed in determining
the reasonablensss, allowability, and allocabilily of costs,

Source documentation - Accounting records must be supported by such source
documentation as cancelled checks, paid bills, payrolls, ime and attendance
records, contract and subgrant award documents, elc.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)
YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-08 DISBURSEMENT TEST {CONTINLUED)
Criteria {continuad)

Section 35 an Subpar © of the OMB Common Rule establish that grantees and subgrantess
must not make any award or permit any award (subgrant or confract) at any tier to any parly
which is debarred or suspendad or is otherwise excluded from or insligible for paricipation in
Federal assistance programs under Executive Order 12549, "Debarment and Suspension.”

Section 36 (3} on Subpart C of the OME Common Rufe astablish that when procuring property
and services under a grant, a State will follow the same policies and procedures it usas for
procurements from its non-Federal funds. The State will ensure that every purchase order or
other contract includes any clauses required by Federal statites and executive orders and their
implaementing regulations.

Section 35 (b} (9) on Subpart G of the OMB Common Ruie sstablish that granteses and
subgrantees will maintain records sufficiant to detail the significant history of a procurement,
These records will include, buit are not necessarily limited to the following: rationale for the
method of procurement, selection of contract type, confractor selection or rejection, and the
hasis for the contract price.

Sections 42{b) {1} and (2} on Subpart C of the OMB Common Ruls establish that records must
be retained for three years from the starting date. If any litigation, claim, negotiation, audit or
other action involving the records has been started before the expiration of the 3 years period,
the records must be retained until completion of the action and resclution of all issues which
arise from it, or untél the end of the regular 3 years period, whichever is later.

Section 42 (&) {1} on Subpart C of the OME Common Rule establish that the awarding agency
and the Compiroller General of the United States or any of their authorized representatives,
shall have the right of access to any pertinent books, documents, papers, or other records of
grantees and subgrantees which are perfinent to the grant, in order to make audits,
exarminations, excerpts, and transciipts.

Effect
Above conditions coutd result in noncompliance with federal regulations and cost disallowances
by the grantors. Also, the above conditions could result in the reimbursement of federal funds to

the grantors for those dishiirsements not properly supported nor authorized by the
corresponding grantors representatives.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED £UNE 20, 2013

FINDING NO. 2013-06 DISBURSEMENT TEST (CONTINUED)

Questioned costs

$ 91,367 CFDA 10.557 Special Supplementat Nutrition Program for Women,
Infante, and Children
2417, 734 CFDA 83,778 edical Assistance Program
63,912 CFDA 93,840 HIV Prevention Activities - Health Department Baged
40,000 CFDA 83,824 Maternal and Child Heallh Services Block Gramt to the
States
$2,618.013

Recommendations

We recommend the PREOH to establish adequate procedures and conirols, which shall consider,
among others, the following:

Maintain adequate documentation to support the allowability of its expenditures, The
PRDH shall improve its internal controts over the filing and safeguarding of documents
in order to easiy identify and refrieve payment vouchers and all related supporting
documentation:.

Establish and impiement written policies and procedures for all aspects of the programs,
inciuding controls for proper review and aulhorization during the processing and
payment of programs expenditures. Payment decuments and ielated suppoiting
documentation shall be thoroughly reviewed before they are recorded and processed for
payment. Al payment vouchers shall be properly authorized by the respective PRDH's
representatives and shall be supporied with all the required documentation,

Maintain the necessary supporting documends related fo each transaction andfor
procurement file in order to ascertain that the analysis and conciusion made by the
PROH could be available al the time of exlernal reviews. This file shall contain the
necessary documents to support the necessity and reasonability of each transaction so
that an exfernal reviewer could analyze and obtain an understanding of lhe elements
and factors that the PRBH took in consideration at the fime of the determination made.

Frovide adequate training fo employees regarding each program reguirements and
proper dishursemeant processing and coding procedures, and as to the importance of
safeguarding procedures and the proper coordination and communication for the
refrieval of documents when needed.

Establish a monitoring unit to examine and evaluate the PRDH iransactions as o
compliance with the programs appiicable faws and regulations and follow-lp when
corrective actions are neaded to be implemented.

The PRDH should establish and implement policies and procedures {0 document the
verification procedures for identifying suspended or debarred vendors. It would reduce
fhe risk of noncompiiance with federal reguiations and cost disallowances by fhe
grantors.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QURESTIONED COSTS (CONTINUED)

YEAR ENDED .FUNE 30, 2043

FINGING NO. 2013-07 REQUEST OF FUNDS - WiC
Federat programs

CFDA 10.557 apecial Supplemental Nutrition Program for Women, Infants, and
Chiidren

Category

Compliance f Internal control
Compiiance reguirement
Cash Management
Condition fouind

uring the fiscal yvear ended June 30, 2013, the Special Supplemental Nuirtion Program for
Women, Infants, and Children was covered by the Treasury-State Agreement under the Actual
Clearance, ZBA — ACH. For the sample of 25 dishursements selected, which represented
$9,448 849 (20.81%) of the program expenditures of $45,851,447 (excluding food funds), we
requested the funds requesis and refated supporting documents.  However, the FROH was
unable to provide us the funds requests documenls for those fransactions selected. This
occunmed because the PRDH did not consider the payments processed and paid by the
Governmental Development Bank at the time of requesting the reimbursement of funds.
Furthermore, the request of funds procedure performed by the PRDH did not consider the
funding technigue established in the State Treasury Agreement. Theirefore, we were unabie to
determing compiiance with the cash management reguirement for this program.

Criteria

7 CFR 3016.20 (b} {8} establishes that lhe accounting records must be supported by such
source documentation as cancelled checks, paid bills, payrells, time and attendance records,
contract and subgrant award documeants, ste.

7 CFR 3016.21 {1} estabiishes that the methods and procedures for payment shall minimize the
time elapsing between the transfer of funds and disbursement by the grantee or subgrantee, in
accordance with Treasury reguiations at 31 CFR part 205.

31 CFR 205.6 (b) establishes that a Treasury-State agreement will he effective untif terminated

unless the US Treasury and the State agres to a specitic termination daie. The US Treasury or
the State may terminate a Treasury-State agreement on 30 days written notice,
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COMMONWEALTH OF PUERTO RIGO
DEPARTMENT OF HEALTH

SCHEDULE OF FINLHNGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO, 2013-G7 REQUEST OF FUNDS —~ WIC {CONTINUED)

Criteria {continued)

3 CFR 205,11 (a) and (b} establish that a State and a Federal Program Agency must mininize
the time elapsing between the fransfer of funds from the United States Treasury and the Stafe's
payoul of furkds for Federal assistance program purposes, whelher the transfer ocours before or
after the payout of funds. A State and a Federal Program Agency musl limit the amount of
funds lransferred to the minimum required to meet a State’s actual and intmediate cash needs.

31 CFR 20512 (b} {1} establishes that the zero balance accounting means that a Federal
Program Agency transfers the actual amount of Federal funds 1o a Slate that are paid out by the
State each day.

Effect

Moncompliance with the above mentioned requirements could lead fo administrafive actions and
penalties by the grantor. |} could also be interpreted as a failure 1o manage federal awards in
compliance with laws, regufations, program guidance, and grant agreements.

Questioned costs
Coutd not be delerminad
Recommendations

We recomimend the PRDH to establish adequate grocadures and controls, which shall consider,
among others, the following:

a}y Meaintain adequate documentation to support the patitions of funds and o maintain the
audit traill of the clearance patiern; to evidence that such clearance pattern accurately
represents the flow of Federal funds under the Federal assistance programs to which it
i applied. Accordingly, ihe PROY shall inprove #ts internal controls over the filing and
safeguarding of documants in order to gasily identify and retrieve the petitions of tunds
and all related supporting documentation.

b} Provide adequate fraining to employees regarding each program reguirements and
proper claim for reimbursement processing procedures, and as to the importance of
safeguarding procedures and the proper coordination and communication for the
retrigval of documents when neaedad.
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COMMONWEALTH OF PUERTC RICO
DEPARTMENT OF HEALTH

SCHEBLULE OF FINDINGS AND GLESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FENDING NO. 2013-08 REMMIEST OF FUNDS - MAP
Federai programs

CFDA 93778 Medical Assistance Program
Cateqary

Compliance [ Indernal control

Compliance requirement

Cash Management

Candition found

Duiring the fiscal year ended June 30, 2013, the Medical Assistance Program was covered by
the Treasury-State Agreemant uinder the Actual Clearance, ZBA — ACH. For the samiple of 24
disbursements selected, which represented $4,743,174 {9.32%) of the program expenditures of
360,832 945 ({excluding payments of Health insurance Premiums), we reguested the funds
requests and refated suppotting documents. However, the PRDH was unable to provide us the
funds requesis documents for those transactions selected. This situation occurred becatise the
PRDH fatted to establish adequate internal condrols that allow an audit trail between the
requests of funds and the program dishursement lransactions.  Therefore, we were unable to
determine compliance with the cash management requirement for this program and the State
Treasury Agreement effective during the fiscal year ended June 390, 2013,

Criteria

45 CFR sections 82,20 (b} (2), {3) and (6) establish that grantees and subgrantees must
maintain records which adequately identify lhe source and application of funds provided for
financially assisted achivities. These records must contain information pertaining to grant or
subgrant awards and aulhorizations, obligations, unobligated balances, assets, liabilities,
outlays or expenditures, and income. Elfective conirof and accountability must be maintained
for all grant and subgrant cash, real and personal property, and other assets. Grantees and
subgrantees must adequately safeguard all such property and must assure that it is used solely
for authorized purposes. Accounting records must be supported by such source documentation
as cancelled checks, paid bills, payrolis, lime and attendance records, contract and subgrant
award documents, eto.

- mmmmmmmmmmmmmsmmem oo o—— - o—--———- This Bpace {5 Intenfionally Lefl in Blank --- ----
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2813

FINDING NG, 2043-08 REQUEST OF FUNDS - MARP(CONTINUED)
Criteria {cantinued]

45 CFR sschion 92,42 {b) (1) and (2} establish that records must be retained for three years
from the starting date specified in paragraph {¢) of this seclion. ¥ any litigation, claim,
negotiation, audit or other action involving the racords has been started bafore the expiration of
tha 3-year period, the records must be retained until completion of the action and resolution of
all issues which arise from it, or until the end of the regular 3-year period, whichever is {ater.

45 CFR section 92.42 (c) {1} establishes that when grant suppoit is continued or renewed at
annual or other infervals, the retention period for the records of each funding period starts gn
the day the grantee or subgrantee submits to the awarding agency its single or last expenditure
report for that period. However, if grant support is continued or renswed quarterly, the retention
period for each year's records staris on the day the grantee submits s expenditure report for
the last quarter of the Federal fiscal year. In all other cases, the retention period starts on the
day the grantes submits ifs final expenditure reporl. if an expenditure report has been waived,
the retention period starts on the day the report would have been due.

45 CFR section 82.42 (&) states that the awarding agency and the Complrobier General of the
United States, or any of their authorized representatives, shall have the right of access to any
pertinart hooks, documents, papers, of other records of grantees and subgrantees which are
pertinent to the grant, in order to make audits, examinations, excerpts, and transcripts.

31 CFR section 205.29 {b} establishes that a State must maintain records supporting interest
calculations, clearance patterns, Interest Calculation Costs, and other funclions directly
pertinent to the implementation and administration of this subpart A for audil purposes. A State
must retain the records for each fiscal year for three years from the date the State submits s
Annual Report, or untit any pending dispute or action involving the records and documents is
completed, whichever is later. The grantor, the Complroller General, and the inspectar General
or other representative of a Federat Program Agency must have the right of access to, and may
require subimission of, all records for the purpose of verifying interesl caiculations, clearance
patterns, interest calculation cost claims, and the State's accounting for Federal funds,

Effect

Noncompliance with the above mentioned requirements could tead fo administrative actions and
penallies by the grantor. it could also be interpreted as a faiure 1o manage federal awards in
comphance with laws, regulations, program guigtance, and grant agreements,

Questionad costs

Could not be determined
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COMMONWEALTH OF PUERTO RICG
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED SUNE 30, 2042

FINDING NO. 2013-08 REQUEST OF FUNDS — MAP (CONTINUED)

Recammandations

We recommend the PRDH to establish adequate procedures and controls, which shall consider,
among others, the following:

a)

b}

Maintain adequate documentation to support the petitions of funds and to maintain the
audit trail of the clearance pattern; to evidence that such clearance paftern accurately
represents the flow of Federal funds under the Federal assistance programs to which it
is apphed. Accordingly, the PRDH shall improve its intermal controls over the fiing and
safeguarding of documents in order to easily identify and retrieve the patlitions of funds
and all related supporting documentation.

Provide adaquate training fo employees regarding each program requirements and
proper claims for reimbursement processing procedures, and as to the imporiance of
safequarding procedures and the proper coordination and communication for the
relrieval of documents when needad.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENY OF HEALTH

SCHEDULE OF FINDINGS AND QUESTHONED COSTS (CONTINUED)

YEAR ENDED JUNE 20, 2813

FINDING NO. 2013-09 CASH MANAGEMENY - PROGRAMS NOT COVERED BY THE
TREASURY - STATE AGREEMENT

Federal pragrams

CFDA 93.080 Public Health Emergency Preparedness

CFDA 83.074 Hospital Preparedness Pregram and Public Health Emergency
Freparedness Algned Cooperative Agreements

CFDA 93,850 Mational Bicterrorism Hospital Preparedness Program

CFDA 93.817 ' HiY Care Formula Grants

CFDA 83.840 HIV Prevention Activitiss-Health Deparbment Based

CFDA 93.994 Matarnal and Child Health Services Block Grant to the States

Cateqory

Compliance { Internal controf
Compliance reguirement
Cash Management

Condition found

Curing the fiscal year ended June 30, 2013, the PRDH requssied federal funds not covered by
lhe Treasury-State Agreement for the following programs:

Sample
CFDA ltems doltar
ND, Program tested amount
Public Health Emergency Preparedneass;
93.0689,  Hospital Preparednass Program (HPP) and
83.074  Public HMesalth Emergency Preparedness
anci {PHEP) Aligned Cooperative Agreements;
83.882 and National Bioterrorizin Hospital
Preparedness Program 3 $ 432335
893917  HiV Care Fonmula Grants 7 31,859 462
93.940  HiY Prevention Activities Health Bepariment
Based 2 3,116,380
93.994 Maternal and Child Health Services Block
Grant to the Siates 4 5 370 894
16 $40,779.071
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FiNDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO, 20%3-0% CASH MANAGEMENT - PROGRAMS NOT COVERED BY THE
TREASURY - STATE AGREEMENT {CONTINUED)

Condition {continied)

For each of the 18 transactions selectad for testing, we reviewed the documentation supporting
the clearance pattern and determined whether lhe PRDH followed the procedures to minfmize
the time elapsing between the transter of funds from the U.S. Treasury and their disbursement.

After performing such procedures, we noted that in two (2} of the receipt vouchers selected for
testing, the PRDH did not reduce the time between the drawdown of Federal funds and its
disbursement for an amount of $1,904,683 of the lotal funds requested. The $1,904.683
representad approximately 54% of the total amount requested. The time elapsed between the
setiement date and the dishursements of the amount indicated before was hetween 5 to 84
days.

The exception mentioned above is the result of the fallure to implement adeguate internal
control procedures that could allow maintaining an audit trail beiween the requests and the
disbursement transactions.

Criteria

45 CFR section 92.21 (b} establishes that the methods and procedures for payment shall
minimize the time slapsing belween the fransfer of funds and disbiirsement by the grantee or
subgrantee, in accordance with Treasury regulations at 31 CFR Part 205,

31 CFR zection 20533 (a) ectablishes that a2 Siate must minimize the time belween the
drawdown of Federal funds from the Federal government and their disbursement for Federal
program purposes. A Federal Program Agency must limit a funds transfer to a State to the
minimum amounts needed by the State and must time the dishursement {o be in accard with the
aclual, immediate cash requirements of the State in carrying out 2 Federa! assistance program
of project. The timing and amount of funds fransfers must be as close as s administratively
feasible to a State's actual cash cutlay for direct program costs and the proportionate share of
any allowabls indirect costs.

Effect

Noncompliance with the above mentioned requirements could lead to administrative actions and
penalties by the grantor. # could also be interpreted as a failure to manage federal awards in
compliance with laws, regulations, program guidance, and grant agreements.

Guastioned costs

Could not be determined
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2613

FINDING NO. 2013-08 CASH MANAGEMENT - PROGRAMS NOT COVERED BY THE
TREASURY - STATE AGREEMENT (CONTINUED)

Recommandations

The PRDH shall request only the amount of funds necessary to meet its immediate cash needs
in order to prevent excess cash balances, Whenaver payment amounts are adjusted after the
funds were requesied or received, such axcess of cash should be returned to the federal
agency immediately. Establishing more reliable and thorough cash forecasting procedures and
subjecting such forecasts to the formal review and approval of PRDH's management should
meet this objective.

Also, the PRDH shall train the finance personne of the program on those federal requiations

related to the cash management requirements. We recommend the PRDH to establish
adequale supervision and procedures that ensure commpliance with these requirements.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2613

FINDING NG, 201318 ELHGIBILITY OF PARTICIPANTS - WIC
Federal programs

CFDA 10.557 Special Supplementa! Nulrtion Programt for Women, Infants, and
Children

Category

Compliance [ internal control
Compilapce reguirement
Eligibiity

Condition found

Total participants of lhe Special Supplemental Nutsition Program for Women, infants, and
Children Program during the fiscal yesr ended June 30, 2013, were 276 863, The amount
expended under this federal program related to food instruments during such fiscal year was
$219,641.674. in testing the eligibility requirement under this program, we selected sixty (60)
participants’ files for testing. While reviewing the parlicipants’ files, we noted the following:

1. Four (4) of the paiticipants' files selected for testing (7%), were not available for
examination,

2. For one {1} of the paricipants' files tested (2%), the information inciuded in the file
provided helonged to the year 2008, information related o the year under audit was not
available for examination.

3. Ong (1) of the participants’ files tested (2%), did not include copy of the participant's
identification,

4. One (1) of the participants’ files tested (2%}, did not include the evidence for income.
5. Twa (2 of the participants’ files {lested (3%, did nol include the evidence for residence.

6. For one {1} of the paiticipants’ files tested (2%), we noted that the paticipant's income
was above the income level in accordance with the WIC income eligibitity guidelinas.

7. One (1) of the participants’ fites tested {2%), did not include the evidence of the
hematological test.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 28, 2013

FINDING NG. 201318 ELIGIBI.ITY OF PARTICIPANTS ~ WIC (CONTINUED)}
Condition fourd {continued)

Missing documentation in the participants’ files to support their eligibility reflects deficiencies in
the certification process because participants are being certified withowt subimitting the required
decumentation or the documentation has been misplaced.

Criteria

7 CFR sections 246.7 {c) {1} and (2) establish that to gualify for the Program, infants, children,
and pregnant, postpartum, and breastfeeding women must: (i} Reside within the jurisdiction of
the State {except for indian State agencies). Indian State zgencies may establish a similar
requirement. All State agencies may determing a setvice area for any local agency, and may
require that an applicant reside within the service area. However, the State agency may not use
ength of residency as an eligibility requiremert, (i) Meet the income criteria epecified in
paragraph (d) of this section, and () Meet the nutritional rigk criteria specified in paragraph ()
of this section. At certification, the State or local agency must require each agplicant to present
proof of residency.

7 CFR section 246.7 {d} (2} (v} (A}, (B) and (D) establish that:

Lo Adiunctively / automatically income effgibie applicants - The State or local agency must
require applicantd determined {0 be adiunctively or automatically income eligible to
document their eligibility for the program that makes them income eligible as set forth in
paragraph ()(2){vi) of this section.

. Other applicanis - The State or local agency must require ail other applicanis to provide
documentation of family income at certification.

ii.  Verificafion - The State or focal agency may require verification of informatfion it
deleninmes necessary to confirm income aligibility for Program benefits.

Sections 3.00 and 3.01 of the PRDH WIC Pragram Policies and Procedures Manual establish
the intemal procadures for the cerdification and re-cestification time frames and the required
documents to be provided by the participants during the certitication and re-cedification process.

7 GFR 3016.42 (b} {1} and (2} establish that records must be retained for three years from the
starting date specified in paragraph (c) of this section. (2} If any litigalion, claim, negotiation,
audit or other action involving the records has been staried before the expiration of the 3-year
period, 1he records must be retained untll completion of the action and resolution of af issues
which arise from it, or until the end of the regular 3-year period, whichever is later.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEBULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-10 ELIGIBILITY OF PARTICIPANTS — WIC (CONTINUED)
Effect

The PRDH could be exposed to adiministrative sanctions or cost disallowances since there is no
sufficient documentation in the participants’ files to support the eligibility criteria, and therefore,
ineligible participants may be receiving services under the program. Additionally, since we
could not determine the eligibility for five (5) participants, the total estimated costs allocated to
them, amounting to $3,865.18 ($793.04 cost per parlicipant x 5 ineligible participants) have
been guestioned, since likely guestioned costs excead $10,000.

Questioned costs

5 3,965 CFDA 10.557 Special Supplemental Nutrition Program for Women, infants,
and Children
Recommendations

We recommend the PRDH to perform a review of the paricipants’ fites that have been
determined to be inefigible for the program to ensure that they contain the complete
documentation supporting the determination of eligibility.

The PRDH WIC centers must maintain the participants’ files with all the required dosumentalion
to suppot the eligibility and shall periodically review the participants’ files to asceriain that such
files include complete and current information.

The PRDH shall plan and implement a mechanized system that penmita the efficient filing,
lracking and retrieval of filed documents. The PRDH shali adeguately train its personnef as to
lhe importance of records safequarding procedures, and the proper coordination and
communication for the refrieval of documents when needed.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 34, 2013

FINDING NOD, 2013-11 ELIGIBILITY OF PARTICIPANTS - CHIP

Faderal programs

CFDA 93.787 Children's Health Insurance Program

Category

Compliance { Intemat control

Compliance reqtuirement

Eligibility

Condition found

Total pariicipants of the Children's Health Insurance Program during {he fiscat year ended June
30, 2013, were 146,407, The amount expended under this federal program during such fiscal
year was $150,533,605. In testing the eligibiliy requirement under this program, we selected
sixty (60} parficipants’ fies for testing. While reviewing the participanis' fies, we nofed the

following:

1. Two (2) of the parlicipants’ files selected for testing (3%}, were not available for
examination.

2. Four (4} of the participants’ files tested (7%}, did not include copy of the haad of
household identification.

3. Four {4) of the participants’ files tested (7%]), did not include copy of the social security
card.

4, One (1) of the participants' files tesled {2%), did not include evidence of cilizenship.

5. Cne (1) of the participants’ files tested {2%), did not include evidence of residency
varification.

f. One (1) of tha participants' files tested {2%}, did not include evidence of the participant's

re-cerfification,

Missing documentation in the participants’ files to support their eligibility reflects deficiencies in
the certification process because participants are being certified without submilling the required
doctimentation or the documentation has been misplaced.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE QOF FINDINGS AND QUESTIONED COSTS {CONTINUEE)

YEAR ENDED JUNE 30, 2012

FINDEING NO. 2013-11 ELIGIBILITY OF PARTICIPANTS — CHIP {CONTINUED)
Criteria

42 USC section 1397bb {b) (1} (A} establishes that the plan shall include 2 description of the
standards used to determine the eligibility of targeted low-income children for child health
assistance under he plan. Such standards may include (fo the extent consistent with this
subchapter) those relating to the geographic areas to be served by the plan, age, income and
resources (including any standards relating to spend downs and disposition of resources),
residency, disability status (so long as any standard relating to such status does not restrict
eligibility}, access {o or coverage under other health coverage, and duraiion of eligibility. Such
standards may not discriminaie on the basis of diagnosis.

42 ST section 1397bb (b} (3} estabiishes that the plan shall include a description of
procedures to be used to ensure: (A) through both intake and follow up screening, that only
targeted low-income children are furnished child heaith assistance under the State child health
an; {BY that childran found through the screening to be eligible for medical assistance under
the State Medicaid plan under subchapter XIX of this chapter are enrolled for such assistance
under such plan; and (C} that the insurance provided under the State child heaith plan does not
suhstitthe for coverage under group heaith plans.

45 CFR section 92.42 {b) (1) and {2) establish that records must be retained for three years
from the starting date specified in paragraph (¢) of this section. {2} If any litigation, claim,
negotiation, audit or olher action involving tha records has been started bafore the expiration of
the 3-year period, the records must be retained untif compietion of the action and resoiution of
all issues which arise from it, or until the end of the regular 3-year period, whichever is later.

Effect

The PROH could be exposed to adminisirative sanctions or cost disaliowances since there is no
sufficient documentation in the participants’ files to support the eligibility criteria, and therefore,
ineligible paricipants may be receiving seivices undsr the wrogram.  Additionally, since we
could not determing the eligihility for five (5) participants, the total estimated cost allocated to
them, ameounting to $5,140.95 ($1,028.19 cosl per paticipant x 5 ineligible panticipants} have
been questioned, since likely questioned costs exceed $10,000.

Questioned costs

$5.143 CFDA 93.767 Children's Health insurance Program
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIQGNED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING ND. 2013-11 ELIGIBILETY OF PARTICIPANTS — CHIP {CONTINUEEY
Recommendations

We recommend the PRDH to peiform a review of the participants’ files that have been
determined to be ingligible for the program fo ensure that they contain the complete
documentation supporting the determination of eligibility.

The PRDH Medicaid offices must maintain the pardicipants' files with all the required
documentation to support the eligibilily and shall periodically review the participants’ files to
ascertain if such files include complate and current information.

The PRDH shall plan and implement 2 mechanized system that permite the efficient filing,
tracking and retrieval of filed documents. The PRDH shall adeguately frain its persornel as to
the imporiance of records safeguarding procedwres, and the proper coordination and
communication for the refrieval of documents when needed.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AN QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 38, 2013

FINEHNG NO. 2013-12 ELIGIBILITY GF PARTICIPANTS - MAP

Federat programs

CFDA Q3778 Medical Assistance Program

Category

Compliance f irdernal control

Comphlance requirement

Eligibitily

Condition found

Total participants of the Medical Assistance Program (Medicaid; Title XI1X) during the fiscal year
ended June 30, 2013, were 1,378,504, The amount expended, excluding administrative cost,
under this federal program during such fiscal year was $1,033,533,804. In tesling the eligibility
requirement under this program, we selected sixty (80} participants’ files for lesting. While
reviswing the participants’ files, we noted the following.

1.

One (1) of the participants’ files selected for testing (2%), was not available for
examination.

Seven (7] of the padicipants’ files tested (12%), did not include copy of the participants’
icdentification.

CUne {1) of the participants’ files tested {2%), did not include copy of the social security
card.

One (1) of the participants’ files tested (1%), did not include evidence of the participant's
citizenship.

Four (4) of the participants’ files tesled (7%), did not inchide evidence of the participants’
residence information.

Two (2} of the participants’ files tested {3%), did not include evidence of the participants’
re-certification.

Miesing documentation in the participants’ files to support their eligibliity reflects deficiencies in
the ceriification process because participanie are being certified without submitting the required
docltmentation or the documentation has been misplaced.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 201312 ELIGIBILITY OF PARTICIPANTS — MAP (CONTINLUED)
Criteria

42 CFR saction 435.907 {f) establishes that the agency must require that all initial applications
are signed under penalty of perury. Eleclronic, including telephonically recorded, signatuires
and handwritien signatures transmitted via any olher electronic transmission must be accepted.

42 CFR section 435 810 (a) and (g} establish that the agency must require, as a condition of
eligibility, that each individual {including children) seeking Medicaid fumnish each of his or her
Social Security numbers {(SSN). The agency must verify the S3N furnished by an applicant or
beneficiary to insure the SSN was issued to that individual, and to determine whether any other
SSNs were issued to that individual.

42 CFR section 435.913 (a) establishes that the agency must include in 2ach applicant's case
record facts to support the agency's decision on his application,

42 CFR section 435,916 (b) establishes that the agency must re-determine the eligibility of
Medicaid beneficiaries excepted from modified adjusted gross income under § 435.603() of this
part, for circumstances that may change, at least every 12 months. The agency must make a
redstermination of eligibility in accordance with the provisions of paragraph (a}{2) of this section,
if sufficient information is available to do so. The agency may adopt the procedures described at
§ 435916(a}{3) for individuals whose efigibility cannot be renewsd in accordance with
naragraph (a)(2} of this section.

45 CFR section 82.42 (b} (1) and (2) establish that recerds must be retained for three years
from the staring daie specified in paragraph () of this section. (2) ¥ any litigation, claim,
negotiation, audit or other action involving the records has hbeen staried before the expiration of
the 3-year penod, the records must be retained uniil completion of the action and resclution of
ali issues which arise fram it, of until the end of the regular 3-year period, whichever is later.

Effect

The PRDH could be exposed to administrative sanctions or cost disallowances since there is no
sufficient documentation in the participants' files to support the eligibility criteria, and therefore,
ineligible participants may be receiving services under the program. Additionally, sinte we
cotild not determine the eligibility for eight (8) participants, the total estimated cosl aliocated to
them, amounting to $5,998 ($748.75 cost per participant x 8 inefigible participants) were
guestioned, since likely questioned costs exceed $10,000.

Questionad costs

$59985 CFDA 92,778 Medical Assistance Program
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 201312 ELIGIBILITY OF PARTICIPANTS — MAP (CONTINUED)
Recommendations

We recommend the PRDH 1o petform a review of the padicipants’ files that have been
determined to be ineligible for the program to ensure that they contain the complete
decumentation supporting the deterntination of eligibility.

The PRDH Medicaid offices must maintain the participants’ files with all the required
documentation to support the eligibility and shall pericdically review the panticipants’ files to
ascertain if such files include complete and current information.

The PRDR shall plan and implerment a mechanized system that permits the efficient filing,
tracking and retrieval of filed documents. The PRDH shall adequately train its personnel as to
lhe wmporiance of records safeguarding procedures, and the proper coordination and
communication for the retrieval of documents when needed.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDLLE OF FINDINGS AND QUESTIONED COSTS {CONTINUEDR}

YEAR ENDED JUNE 36, 2013

FINDING NG, 2013-13 ELIGIBILITY SUBRECIPIENT - HIV CFG
Federal programs

CFDA 83,917 HiV CARE FORMULA GRANTS
Category

internal contro

Compliance reqedrement

Eligibility

Conditien found

Te determine compliance with aligibility requirements for the Ryan White Care Act Titls I
program, we salected for testing 5 subrecipients’ files from 2 tolal population of 8 subrecipients
whose proposal were approved during the fiscal yvear ended June 30, 2013, Total funds
disbursed to the entities selected represented 40% {$1,775,519} of the 1otal funds disbursed to
subrecipients ($3,596,375). After performing the eligibility test, we noted that in five (5} of the
five (3) subrecipients files examinad (100%), the cedification of line of credit or funds availabls
by the subrecipient, as reguired to be included with the proposal were not obhserved in the
subrecipients’ file.

These documents were identified by PRDH as necessary for the evaluation of the subwecipient
proposal. Therefore, the PROH did not follow their internal conltrols procedures established for
lie evaluation and approvat of the subrecipient proposals.

Criteria

45 CFR section 82.20 {c} establishes that an awarding agency may review the adeguacy of the
financiat management system of any applicant for financial assistance as part of a pre-award
review of at any fime subsequent to award.

45 CFR section 22.37 establishes that states shall follow state law and procedures when
awarding and administering subgrants {wheather on a cost reimbursement or fixed amount basis)
of financial assistance to local and ndian tribal governments.

The guide for the preparation of proposal and request of funds for the Ryan White Part B
mogram for the fiscal yvear 2011-20112 issued by the PROH on December 3, 2010 in saction |
{5} establishes that the proposal must present evidence from a financial institution certifying that
the organization has available a line of credit of have unrestricted funds available for the
operation for the amount of $15000. Withouwt this information, the proposal will not be
considered for evalualion.

7



COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 38, 2013

FINEHNG NO, 201313 ELIGIBILITY SUBRECIPIENT — HIV CFG {CONTINUEDR)
Effect

MNoncompliance with the above mentionad requirements could lead to significart administrative
actions by the grantor, including cost disallowances. it could also be interpreted as 5 failure to
achieve prograin objectives.

Questioned costs
Could not be defenmined
Recaommendations

YWe recommend the PRDH o maintain the subrecipients' files with all the required
documentation required to support the approval of each proposal. The program Administrator
should perform a review of the subrecipients’ files before the approval of the funds and
signature of the contract.

The PRDH shall review the policles and procedures established related to the required
documents when submitting a proposal to participate under the program. The review shall
consider the evaluation of the relevance of the documents required in accordance with the
program's eligibility requirements as per the federal regulations. The PRDH shal alao perform a
risk assessment in order to determine the propriety of the documents required during the
evaluation of the proposals.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTHONED COSTS (CONTINUED)

YEAR ENDED JUNE 20, 2012

FINDING NO. 261314 PROPFERTY AND EQUIPMENT

Federal programs

CFDA 10.557 Special Supplemental Nutrition Program for Women, Infanis, and
Chiddran

CFDA §3.069 Fublic Health Emergency Preparedness

CFDA 93074 Hospital Preparedness Program {HPP} and Public Health Emergency
Preparedness (PHEP} Aligned Cooperative Agresments

CFDA B3.778 Medical Assistance Program

CFDA 83.889 Mational Bicterrorism Hospital Preparedness Program

CFDA 93.940 HIV Prevention Activities - Health Department Based

Category

Compliance { Internat controd
Compliance requirement

Equipment and real propery management
Caondition found

To determing compliance with Equipment and Real Property Management requirements, we
obtained an undarstanding of the PRDH’s policies and procedures. Then, we performad tests
of controls to determine if: 2} PRDH’s palicies and procedures have been complied with; b}
established controls are effective; and ¢} to assess control risk. We made a selection of 14
transachions representing 61% {$1,100,823} of the total vouchers refated to the acquisition of
propery and squipment ($1,720,874) for the program included above. The selected sample per
federal program was as follows:

Equlzment Sample Parcantage
Progrant CFOA NG, dishursements dollar aeagunt Tesled

Spectaf Supnlernantal Mriian Peograr for Women, Infents,
and Chidren 0eF 3 1063248 § 70,724 5454
Pusblic Heath Emezgancy Peegaredness 3089 g0 . 000k
Hospal Preparsdness Progeam (HPP) snd Public Hesfh
Ermereacy Praparadness iPHES) Afgned Sooperafive
Agregmants 83074 KERE: . 2.00%
Hledical Assistanca Teogram 81778 434 750 25432 51.89%
Halianal Hintergrisen Hospital Prepasadness Pragram 93883 111,648 2951 2A7%
HIV Prevention Activities_Health Daparmend Based 83840 B384 267 23.79%
Matemal arf CRild Heallh Seancas Biock Grant tedhe
States 93 504 4,758 . %

3 YA LI0G 8K B147%
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT GF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINLUED)

YEAR ENDEL JUNE 20, 2013

FINDING NO. 20t3-14 PROPERTY AND EQUIPMENT {CONTINUED}

Condifion found {continued)

After perforiming those procedures, we nofed the following:

1.

In six {8) of the 11 items examined {55%), the property records did not include the
custodian information in the property module of the accounting system at the
moment of our reguest for examination. However, information was provided of
manual process implementad for such purposes.

in two (2) of the 11 Hems examined {18%), the propery seral number was not
includad in the property records; a dummy number was included in the property
modlie at the moment of our reguest for examination.

in two (2} of the 11 items examined (18%), the property use receipt form was not
provided for examination as evidence of the location of the property.

in three (3} of the 11 items examined {(27%), the property records did not include the
custodian information in the property maodule of the accounting system at the
momant of our request for examination. Also, property use receipts, which is an
aiternate procedure implemented by the PRDH, were not provided for examination.

In one (1) of the 11 items examined (8%), we noted that the property number
assigned in the property module of the accounting system differed from the property
nember assigned by the Property Division to such eguipmeant at the moment of our
request for examination.

internal control

After obtaining an understanding of the state’s policies and procedures and performing our tests
of contrals, we nofed the following internal control deficiencies:

a.

b.

The Property Division of the PRDH does not maintain an effective property and
equipment system from which a current and complete subsidiary ledger can be
prepared; and

A physical inventory was not taken, at least oh a bi-annual basis, as required by
applicable regulafions;

This Space bs enlionally Left in Blank -—--———--------- e
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COMMONWEALTH OF PUERTC RICOC
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED}

YEAR ENDED JUNE 30, 2813

FINDING NO. 2013-14 PROPERTY AND EQUIPMENT {CONTINUED)
Criteria

Section 32 (b} Subpart C of the OMB Common Rule establishes that a State wil use, manage,
and dispose of equipment acquired under a grant by the State in accordance with State {aws
and procedures. In addition, section 32 {d) establishes that procedures for managing
equipment (including replfacement equipment), whether acquired in whole or in part with grand
funds, untd disposition takes place will, as a minimum, meet the following reguirements:

a. Froperty records must be maintained that include a description of the properly, a serial
number or other identification number, the source of property, who holds title, the
acquisition date, and cost of the properly, percentage of Federal participation in the cost
of the property, lhe location, use and condition of the property, and any ultimate
disposition data including the date of disposal and sale price of the property.

k. A physical inventory of the property imust be taken and the results reconciled with the
praperty records at least ance every two years,

C. A control system must be develeped to ensure adequate safeguards to prevent loss,
damags, or theft of the property. Any loss, damage, or theft shall be investigated.

d. Adequate maintenance procedures must be developed to keep the property in good
condition.
a, if the grantee or subgrantee is authorized or required to sell the property, proper salas

procedures must be established to ensure the highest possible retumn.

Articlte XIV of the State's Property Rules and Regulations ("Reglamente #11. “Conirol y
Cortabilidad de la Propiedad®™) sections {A) and (B) establish that the property registers of the
agencies should be supporied by a physical inventory. The Property Division of the Puerfo Rico
Treasury Department (PRTD) wilk establish the dafe in which the agencies will perform their
annual inventory.

Article XIV of the State's Property Bules and Regulafions ("Reglamento #11; "Controt y
Contabilidad de la Propiedad”) section {D) establishes that the agencies will prepare the
invertory in an electronic form using the SC785 Form, Fixed Assets Physical nventory. The
form SC795 and SC795.1 (Physical Inventory Certification) forms will be sent ta the PRTD. The
invertary should include the following: (1) description of the propetty; (2) the acguisition date;
{3} cost of the property; {4) property class; (5) property number, and (8) source of funds for the
purchase of property.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTI}ONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 201314 PROPERTY AND EQUIPMENT {CONTINUED)
Criteria {contiinued}

Article XiV of the State's Property Rules and Regulations {"Regiamento #11: “Controf y
Contabilidad de la Propiadad"} section (&) establishes that once the inveniory count is
completed, an officer not in charge of the inventory procedures should compare the resuits with
the property records. Differences should be reconciied and properly records adjusted, as
applicable,

Effect

The PRDH is exposed to the risk of possible unauthorized use and disposition of equipment due
o the fack of adequate internal controls and adequate property and aquipment records.

Guestioned costs
Could not be determinad
Recommendations

The PRDH shall design ang estabiish adequate controls and procedures to be followsad by the
Property Division. Property records shall include the required informalion for eguipment
purchased with federal funds to improve accountability, control and to detect possible loss or
theft of propetty. All properdy records shall be thoroughly roviewed to make sure that all
information inciudad in them is acourate and pertinent.

Also, the PRDH shall dasign and establish reporting procedures that will allow them to maintain
in the property registers the correct location of the property at all times. The reporiing
procedures should allow the PRDH to maimtain the source of funds used to acquire the property
even when acquired under the reimbursement method of funding.

Additienally, a physical inventory of all equipment and property shall be performed at least
annually and reconciled with the property records. Verification should be made to ascentain that
property and equipment are heing propeny safeguarded and used solely for the authorized
PUrpoOsEs.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDLULE OF FINEHNGS AND QUESTIHONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2043

FINDING NO, 20%3-15 EARMARKING

Federat programs

CFDA 93.069 Fublic Health Emergency Preparadness

CFDA 93.074 Hospital Preparedness Program {HPP) and Public Health Emergency
Preparedness {(PHEF) Aligned Cooperative Agreements

CFDA 93.8589 National Bioterrorism Hospital Preparedness Program

Category

Compliance / Internal controt
Compliance requiresment

Matching, Level of Effort, Earmarking
Condition found

Curing the performance of the earmarking tests of the Hospital Preparednass Program (HPP)
and Public Health Emeargency Preparedness (PHEP) Aligned Cooperative Agreements for the
year ended June 30, 2013, we noted deficiencies in the segregation of tie funds for these
programs.  We noted that the PRDH created 1wo accounts to record the PHEP
(H13UCCDCO547}) and HPP {H131UBOREPDS47) Wansactions. However, lhe programs
accounts i the accounting system were not adequately expanded o record the payrol
transactions based on the corresponding programs activities. Amounts expended related to
payroll and benefits were regislered in a central account {(H131USOTPOS47) withaut identifying
the program activity related to.

A control s maintained in spreadsheests designed by the programs’ personnel. However, such
internal controls depend on the efforis made by the Fiscal personnel of the programs io
reconcile and update such records in a timely manner.

Based on the above, we concluded that the fiscal controls and accounting procedures of the
PROH are not sufficient and adequate to permit the tracing of funds to a leve! of expenditures in
the financial records and 1o establish that funds segregations have been made in acoordance
with the programs requiremments and reguiations.

-—--------- This Gpace 5 Intentionally Lefl i Blank --- --—--
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT CF HEALTH

SCHEDULE GF FINDINGS AND QUESTIONED CQOSTS {CONTINUED]}

YEAR ENDED JUNE 38, 2013

FINDING NO. 2013-15 EARMARKING (CONTINUED)

Criteria

45 CFR seclions 92.20 (a) and {b) {1) to {4} establish that;

a} A State must expand and account for grant funds in accordance with State laws and
mocadures for expending and accounting for is own funds. Fiscal control and
accounting procedures of the State, as well as its spbgrantees and cost-type
contractors, must be sufficient to:

1)

2}

Parmit preparation of reports required by this part and the slatutes authorizing
the grant, and

Permit the tracing of funds o a level of expenditures adequate fo establish that
such funds have not been used in violation of the resfrictions and prohibitions of
apnlicable statutes,

b} The financial management systems of other grantees and subgrantees must mest the
foklowing standards:

B

2)

3}

4)

Financial reporfing - Accurate, current, and complete disclosure of the financial
results of financially assisted activities mwst be made in accordance with the
financial reporting reguirements of the grant or subgrant.

Accounting records - Grantees and subgrantees must maintain records which
adequately identify ihe source and application of funds provided for financially-
assisted activities. These records must contain information periaining to grant or
subgrant awards and autharizations, obligations, unobligated balances, assets,
liabilities, outlays or expanditires, and income.

Internal controf - Effective control and accountabiity musl be maintained for all
grant and subgrant cash, real and personal property, and other assets. Grantess
and subgrantees must adequately sateguard all such properdy and must assure
that it is used solely for authorized purposes,

Eudget controf - Actual expenditures or outiays must be comparad with budgeted
amounts for each grarl of subgrant. Financial information must he related to
performance o productivity data, including the development of unit cost
information whenever appropriate of specifically required in the grant or subgrant
agresment. If unit cost data are required, estimates based on available
documentation will be accepted whenever possible.
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COMMONWEALTH OF PUERTO RICO
BEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINDING NO. 2013-15 EARMARKING {CONTINUED)
Effect

Noncompliance with the earmarking requireiments could lead to significant administrative
sanctions by the grantor, including reduction in amounts to be awarded. f could also be
interpreted as a fallure to achieve program objectives.

Questioned costs
Could not be determined
Recommendations

We recommend the PRDH to expand the chart of accounts to provide for identification of the
amounts claimed for operating expenditures, and the amount of funds that the PRDH expended
for programmatic activities. The expansion of the chart of accounts would permit the tracing of
funds to a level of expenditures adequate fo establish that such funds have not been used in
viplation of the restrictions and prohibitions of the programs.

The PRDH shall train the programs’ personnel, including the programs’ accountants and other
employaes in charge of the programs’ budget preparation on those federal regulations reguiring
established percentages. They shall ansure that the hudget is prepared foliowing the federal
duidetines. Personnel in charge of approving and recording expenditures shall have an
understanding of the programs in order fo prevent, detect and correcl instances when
expenditures incurred do not comply with the percentage requirements. Programs expenditures
shali alsa be monitored to lrack staie-level activities. The preparation on a periodic basis of a
report summarizing these expenditures is a good fool for monitoring and follow up purposes.

We aiso recommend the PRDH o develop and implement written policies and procedures

outlining: a) responsihilities for the accounting of such expenditures; and b} proper monitoring or
follow up procedures to ascertain compliance with earmarking requirements.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED}

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-1¢ MATCHING CONTRIBUTIONS - NBHPP
Federal programs

CFDA 93 888 National Bicterrorism Hospital Preparedness Program
Category

Compliance { internal Contigt

Compliance reguirement

Matching, Levet of Effort, Earmarking

Condition found

During the performance of our tesls related to matching requirements uinder the National
Bioterrorism Hospital Preparedness Program for the year endad June 30, 2013, we noted that
the PRDH failed to provide sufficient funds for its 10% share of the program.

Cumulative federal expenditures of the grant U3REPQ90222 as of June 30, 2013, amounted to
$4.654,957. However, state expenditures of the PRDM refated to such costs amounted o
$448,186 instead of the reguired matching of $465,497 based on the Federal contribution.
Accordingly, there was a deficiency of $17,311 in the state share., Based on the amount
contributed by the Siate, Federal contributions should have been $4,481,850 instead of the
acttual contribution of $4,654,867. The excass of the Federal contribution of $173,107 has been
guestioned,

Criteria

Federal Register Notice from May 16, 2008 (Volume 73, No 88) and General Tenm and
Conditions number 10 of the Notice of Award establishes that awardees will make available,
aither directly or through donations from public or private entities non-Federal contributions in an
amount equat to five percent of the award amount in FY 2008 and ten percent of the award
amount in FY 2010 and each successive year for the duration of the program. Non-Federal
contributions would be provided directly or through donations from public or private entitiss and
may be in cash or in Kind, fairly evaluated, inchuding plart, equipment of setvices. Amounts
provided by the Federal government, or services assisted or subsidized to any significant extent
by the Federal government, would not be included in detenmining the amount of such non-
Federal contiibutions. The cost sharing requiremant would apply to the entire award amotint
received by the State from the U.S. Depariment of Health and Human Services through the
HPP.
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COMNONWEALTH OF PAERTO RiCO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED}

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-16 MATCHING CONTRIBUTIONS — NSBHPP {(CONTINUED}
Effect

Noncompliance with the percentage requirements could lead to significant administrative
actions by the grantor, including reduction in amounts to be awarded. It could also he
interpreted as a failure to achieve program objectives,

Questioned costs

$173,107 CFDA 93,889 Mational Bioterrarism Hospital Preparedness Program

Recommendations

The PRI2H shall train the program’s personnel, including the program's accountants and other
employees in charge of the program’s budget preparation on those federal reguiations requiring
established percentages. Also, matching contribution shall be assigned in a general ledger
account, separate from the other state funds assigned in order to maintain an aodit trail of the
contributions made for the aclivities approved by the grantor as matching contributions. This
shall ensure that the budget is prepared following the fedoral guidelines and that those
personneai in charge of approving and recording expenditures may prevent or detect and correct
instances when expendiures incurred do net comply with the percentage reguirements.
FProgram expenditures shall also be monitored to track state-level activities. The preparation on
a periodic basis of a report summarizing these expenditures is a good tool for monitoring and
follow up purposes.
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COMMONWEALTH OF PUERTCO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUEST!ONED COSTS (CONTINUED)

YEAR ENDED SUNE 38, 2013

FINDING NO, 2013-47 EARMARKING — HIV CFG

Federal pragrams

CFDA 93.917 HiY CARE FORMULA GRANTS

Category

Compliance { Internal control

Compliance requirement

Matching, Level of Effort, Earmarking

Condition found

During the performance of the eanmarking tests of the Ryan White Care Act Title Hl for the year
ended June 30, 2013, we noted several deficiencies related to the grant awards 12X 13HAODD45
and 13X14HAD0046 for the following activities:

a)

b)

Amounts claimad for quality managemant program were included as pad of the
administration, planning, and evaluation activities account;

The program accounis in the accounting system were not adeguatsly expanded to
recard the payroll ransactions based on the corresponding program activities, Amounis
expended refated to payroll and benafits were registered in a ceniral account without
considering the {ype of activity related to it (Management, Pianning and Evaluation,
Clzality Managament, ADAP Earmark, and other program activities), and

Amounts caimed as administration, planning, and evaluation in the acocount
H12A00046-ADMIN did not consider the expenditures incurred for this activity as resuit
of the daficiency described under comment b abovs.

A control is maintainaed in spreadsheets designed by the program's personnel. However, such
internal controls depend on the efforis made by the Fiscal personnel of the program to reconcile
and update such records in a timely manner.

Based on the above, we concluded that the fiscal controls and accounting procedures of the
PRDH are not sufficient and adeqguate to permit the tracing of funds to a level of expendilures in
the financial records and to establish that the funds segregation has been made in accordance
with the programs requirements and regulations.
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COMMNONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED;

YEAR ENDED JUNE 30, 2013

FINDING BO. 281317 EARMARKING - HiV CFG {CONTINUED)

Criteria

45 CFR section 92.20 (a} and () (1) to (4) establish that:

a) A State must expand and account for grant funds i accordance with State laws and
procedures for expending and accounting for its own funds, Fiscal conlral and
accounting procedures of the State, as well as ils subgrantees and cost-type
contractors, must be sufficient fo:

1)

2)

Parnif preparation of reports required by this par and the statutes authorzing
the grant, and

Parmit the tracing of funds o a level of expenditures adeguate fo establish that
stich furdds have not been used in violation of the restrictions and prohibitions of
appticable slatutes.

b) The financial management systems of other grantees and subgrantess must meet the
following standards:

1)

2)

3}

4)

Financial raporfing - Accurate, current, and complete disclostre of the financial
results of financially assisted activiies must be made 0 accordance with the
financial reporting requirements of the grant or subgrant.

Accounting records - Grantees and subgrantees must maintain records which
adequately identify the source and application of funds provided for financially-
assisted activities. These records must contain information pertaining fo grant or
suibgrant awards and authorizations, obligations, unobligated balances, assats,
liabilities, outlays or expendilures, and income.,

nternal confrof - Effective conlrot and accountability must be maintained for all
grant and subgrant cash, real and personal property, and other assets. Crantees
and subgrantees must adequaltely safeguard all such property and must assure
that i is usad solely for authorized purposes.

Budget controf - Actual expenditures or outfays must be compared with budgeted
amounts for each grant or subgrant. Financial information must be lated fo
performance or productivity data, including the devefopment of unit cost
information whensver appropriale or specifically required in the grant or subgrant
agreement. If unit cost data are required, estimates based on available
decumantation will be accepted whensver possibie.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

FINDING NO. 201317 EARMARKING - HYW CFG {CONTINUED}
Criteria {continued)
42 USC 300H-28 (I {2}, (3} (A), and {4) establish that:

i. A Siate may not use more than 10 percent of amounts received under a grant awarded
under section 300ff-21 of this title for planning and evaluation aglivities;

i. A State may not use more than 10 parcent of amounts received under a grant awarded
under section 30021 of this title for administration; and

H. A State may not use more than a total of 15 percent of amounts received ender a grant
awarded under section 30021 of this title for the purposes described i paragraphs (2)
and {3).

42 USC 300H-28 () (3} (E) (i} establishies that from amounls recaived unhder a grant awarded
under section 300ff-21 of this title for a fiscal year, a State may use for activities associated with
the clinical gualily management program required in clause (i) an amourd not 1o exceed the
tesser of & percent of amounts received under the grant; or $3,000 000,

Effect

Moncompliance with the earmarking requirements could lead to significant administrative
sanctions by the grantor, including reduction in amounts to be awarded. It could also ba
inferpreted as a failure to achieve program objestives.

Questionad costs
Could not be determined
Recommendations

Wie recommend the PRDH to expand the chart of accounts to provide for identification of the
amounts claimed for administrative expenditures, and the amount of funds that the PRDH
expended for programmatic activities. The expansion of the chart of accounts would permit the
tracing of funds to a level of expenditures adequate to establish that such funds have not been
uged in violation of the restrictions and prohikitions of the program.

The PRDH shall irain the program’s personnel, including the program’s accountants and other
empioyees in charge of the program’s budgst preparation on those federal reguiations requiring
established percentages. They shall ensure that the budget is prepared following the federal
guidelines.
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CONMCNWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEBULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUXNE 30, 2013

FINDING NO. 281317 EARMARKING- HIV CFG (CONTINUED)
Recommendations (continued)

Personneal in charge of approving and recording expenditures shall have an understanding of
e program in order to prevent, detect and correct instances when expenditures incurred do not
comply with the percentage requirements. Program expenditures shall also be monitored o
track state-level activities. The preparation on a periodic basis of a report summarizing these
expenditures is a good tool for monitoring and folfow up purposes.

We also recommend the PRDH fo develop and implement wiitten policies and procedures

outlining. a) respansibiities for the accounting of such expenditures; and b) proper monitoring of
follow up procedures to ascertain compliance with the earmarking requirements.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDLILE OF FINDINGS AND QUESTIGNED COSTS {CONTINUED)

YEAR ENDED JUNE 20, 2013

FINDING NO, 2013-18 EARMARKING — HIV PA
Federal programs

CFDA 83.840 RV Prevenlion Aclivities
Category

Compfiance / internal controt

Compliance requirement

Matching, Level of Effort, Earmarking

Condition found

After obtaining an understanding of the Matfching, Level of Effort, Earmarking requirement of the
program HEY Prevention Activities program and reviewing the special condifions included with
the notice of award, wea noted that the funds awarded were for two activities identified in the
grant award UJG2P5223454 as HiV Pravention Activities and Perinatal Activities, and in the grant
award USZPS003648 as Category A and Category B, During the performance of the
earmarking tests for the year ended June 30, 2013, we noted the following deficiencies:

a) The program accounts in the zccounting system were not adeguately expanded to
record 1he payroll transactions bassd on fhe coresponding program categorical
ailowable activities. Amounts expended related fo payroll and benefits were registered
i a ceniral account no matter the type of activity related to.

)] Butdgeted amount for the grant US2P5223454 corvresponding o the budget period from
January 1. 2011 thru December 31, 2012 {extended pericd) as per the accounting
aystem was $4.452 242 which exceed the grant approved amount by $312 243,

A control is maintained in spreadsheets designed by the program’s personnel. However, such
internal controls depend on the efforts made by the Fiscal personnsi of the program to reconcile
and update such records in a timaly manner,

Based on the above, we were Unable to determine compliance with the eammarking requirement
for this program.

o This Space iz entionally Lefl in Blank e
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE CF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 20, 2813

FiNDING NO., 2813138 EARMARKING — HIV PA (CONTINUED)

Critaria

45 CFR section 92.20 (a) and (b) {1} to {4) establish that,

a) A State must expand and account for grant funds in accordance with State laws and
procedures for expending and accounting for its own funds., Fiscal controb and
accounfing procedures of the Siate, as well as iis subgraniees and cosi-type
contractors, must be sufficient to:

9

2)

Permit preparation of reports required by this part and the statutes authorizing
the grant, and

Permit the tracing of funds to a ievel of expenditures adequate to establish that
such funds have not been used in viotation of the restrictions and prohibitions of
applicable statutes.

b} The financial management systems of other grantees and subgrantess must meet the
following standards:

1)

2}

3}

4}

Financial reportitig - Accurate, current, and complete disclosure of the financial
results of financially assisted activities must be made in accordance with the
financial reporting requirements of the grant or subgrant.

Accounfing records - Grantees and subgrantees must mamtain records which
adequately identify the source and application of funds provided for financially-
assisted activities. Thase records must contain information pertaining to grant or
subgrant awards and authorizations, obligations, unobligated balances, assels,
fiabilities, ouitlays or expenditures, and income.

nfernal control - Effective contral and accountabiiity must be maintained for all
grant and subgrant cash, real and persanal propery, and other assets. Granteas
and subgrantees must adequately safeguard all such property and must assure
that it is used solely for authorized purposes.

Budgef condrof - Actua! expenditures or outlays must be compared with budgeted
amounts for each grant or subgrant. Financial information must be related to
performance or productivity data, incliding 1lhe development of unit cost
information whensver appropriate or specifically required inn the grant or subgrant
agreement. If unit cosl data are reguired, estimates based on available
documentation will be accepted whenever possible,
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDLULE OF FINDINGS AND GUESTIHONED COSTS (CONTINUED}

YEAR ENDED JUNE 20, 2613

FINDING NO. 2013-18 EARMARKING - HIV #A {(CONTINUED)
Effect

Noncompliance with the earmarking reguirements could lead to significant administrative
sanctions by the grantor, including reduction in amounis fo be awarded. # could also be
inferpreted as a failure o achieve program ohjectives,

Questiohed costs
Could not be determined
Recommendations

Wa recommend the PRDH to axpand the chart of accounts fo provide for identification of the
amounts claimed for administralive expenditures, and the amount of funds that the PRDH
expended for programmatic activities, The expansion of the chart of accounts would permit the
tracing of funds fo a tevel of expenditures adeguate to establish that such funds have not been
used in viclation of the restrictions and prohibitions of the program.

Tha PRDH shall train the program's parsonnel, including the program’s accountants and other
employees in charge of the program’s hudget preparation on thoge federal regulations requiring
established percentages. They shall ensure that the budget is prepared following the federal
guidalings.

Personnel in charge of approving and recording expenditures shall have an understanding of
the program in order to prevent, detect and correct instances when expenditures inctired do not
comply wilh the percentage requirements. Program expenditures shall also be monitored to
track state-level activiies. The preparation on a periodic basis of a report summarizing these
sxpenditures is a good tool far monitoring and foliow up purposes.

We also recommend the PRDH to develop and implement written policies and procedures

outlining: a} responsibilities for the accounting of such expenditures; and b) proper monitoring or
follow up procedures to ascertain compliance with earmarking requirements.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED GOSTS {CONTINUED;
YEAR ENDED JUNE 30, 2013

FINDING NG. 2013-19 EARMARKING - MCHSBG

Federal programs

CFDA 93.894 Maternal and Child Health Services Block Grant to the States

Category

Compliance / internal control

Compliance reguirement

Matching, Leval of Effort, Earmarking

Condition found

Ciuring the performance of the earmarking tests of the Maternal and Child Health Services Block

Grant o the States program for the year ended June 30, 2013, we noted that the chart of

accounts in the financial system is not sufficiently expanded to accourd for the grant awards

$1B804MC 21384, 12B04MC253408, and 13B04MC25368 for the following activities:

a} Armounts claimed for administrative expendilires; and

b} Amounts expended on sach of the following aclivities: prevertive and primary care
services for pregnant women, mothers, and infants up to age one, preventive and
primary care services for children, and services for children with special health care
needs as required by program reguiations,

c} An account was created to record the expenditures related to the activities of the
gervices for children with apecial health care needs; however, the budget amount was
below the minimum amount required by program regialions.

A control is maintained in spreadsheels designed by the program's personnel. However, such

internal controls depend on the efforis made by the Fiscal pereonnal of the program to reconcila

and update such records in a finely manner.

Based on the above, we concluded that the fiscal controls and accounting procedures af the

PRDH are not sufficient and adequate to pemmit the tracing of funds to a level of expenditures in

the financial records and to establish that funds segregations have been made in accordance
with programs requirements and regulations,
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SCHEDULE OF FINDiNGS AND QUESTIOGNED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 201319 EARMARKING - MCHSBG (CONTINUED}

Criteria

45 CFR sections 92.20 {a) and (b) (1) to {4} establish that:

at A State must expand and account for gramt funds in accordance with State laws and
procedures for expending and accounting for its own funds. Fiscal controf and accounting
procedures of the Siate, as well as its subgrantess and cost-type contractors, must be
suffisient to:

g

2}

Permit preparation of reports required by this part and the stafutes authorizing
the grant, and

Permit the tracing of funds to a level of expenditures adequate to establish that
such funds have not been used in violation of the reslrictions and prohibitions of
apolicable statues,

b) The financial management systems of other grantees and subgrantees must meet the
folowing standards:

1)

2)

3)

4]

Financial reportitig - Accurate, current, and complete disciosure of the financial
resulis of financially assisted activitias must bea made in accordance with the
financial reporiing regquiremernts of the grant or subgrant,

Accounting records - Grantess and subgrarises must mairdain recards which
adequaiely identify the source and application of funds provided for financially-
assisted activities. These records must contait information peraining to gramt or
subgrant awards and authorizations, obligations, unobligated balances, assets,
lizbilities, outiays or expenditures, and income.

internal confrol - Effective control and accountability musi be maintained for all
grant and subgrant cash, real and persanal properly, and other assets. Grantess
and subgrantees must adequately safeguard all such propery and musl assure
that it is used solely for authorized purposes.

Budgst controf - Actual expenditures or outlays must be compared with budgeted
amounts for each grant or subgrant. Financial information must be related fo
rerformance of produciivily data, including the development of unit cost
information whenever appropriate or specifically required in the grant or subgrant
agreement.  unit cost data are reguired, estimates based on avallable
documentation will be accepted whenever possible,
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COMMONWEALTH OF PUERTO RICD
DEPARTMENTY OQF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUGED)

YEAR ENDED JUNE 38, 2013

FINDING NG, 2013-19 EARMARKING - MCHSBEG (CONTINUED)
Criteria {continued)

42 USC 704 {d) establishas that of the amounts paid to a State under section 703 of this title
from an allotment for a fiscal year undar section 702{c} of this title, not more than 10 percent
may be used for administering the funds paid under such section.

42 150G 705 (a} {3} establishes that except as provided under subseclion {b} of this section, the
State will use at least 30 percent of such payment amounts for preventive and primary care
services for children, and at faast 30 percent of such payment amournts for services for children
with special health care needs {as specifisd in section 704{@)(1){D) of 1his titis}.

Effoct

Moncompliance with the earmarking reguiremenis could fead to significant administrative
sanclions by the grantor, including reduction in amourds fo be awarded. # could also be
interpreted as a failure to achiave program objectives,

Questioned costs
Could not be determiined
Reacommendations

We recommend the PRDH to expand the chart of accounts 1o provide for identification of the
amounts claimed for administrative expenditures, and the amount of funds that the PRDH
axpended for programmatic activities. The expansion of the chart of accounts would parmit the
tracing of funds fo a level of expenditures adequate to establish that such funds have nof been
used in viclation of the restrictions and prohibitions of the program.

The PROH shall train the program's personngl, including the program's accountants and other
employess in charge of the program's budget preparation on those federal regulations requiring
established percentages. They shall ensure that the budgst is prepared following the federal
guidslines. Personnel in charge of approving and recording expenditures shalt have an
understanding of the program in order to prevent, daiect and correct instances when
axpenditures incurred do not comply with the percentags requirements.  Frogram expenditures
shall also be monitared to track state-level activilies,  The preparafion on a pariodic basis of a
report summarizing these expenditures is a good tool for monitaring and foliow up purposes.

We also recommend the PRDH to develop and implement writien policies and procedures

outlining: a} responsibilities for the accounting of such expenditures; and b} proper monitoring or
follow up procedures to ascertain compliance with earmarking requirements.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JLUNE 20, 2813

FINDING NO. 2D13-28 PERIOD OF AVAILABILITY - WIC
Federal programs

CFDA 10.557 Special Supplemental Nutrition Program for Women, Infants, and
Children

Category

Compliance / intemal control
Compliance requirement
Period of Avatlability
Candition founcd

To test compliance with the requirement with period of availabiity, we oblained the grant award
notification and communications with grantor's agencies to identify the awards expiring during
the fiscal year ended June 30, 2013 related to the Special Supplemental Nutrition Program for
Women, Infants, and Children. Among other tests, for each award identifisd, wa varifiad that
the underlying obligations occured within the period of availability and that the liguidation
{payment} was made within the allowed time period. From the total disbursements charged
after the end of the period of availabifity {($46,877,803), we examined a sample of transactions
that amounted to 311,243,175 (26.48%). After performing these procedures, we noted that in
forty-three (43} transactions, aithough the obligalions were incurred within the period of
availability, the paymenis were made after the reguired allowed penod.  Such obligations
amounted to $584 338, Also, we noled that in sixty-three (63} transactions the obligations and
payments were made after the reguired allowed period.  Such transactions amounted to
$44.975.

Criteria

2 CFR secltion 225 appendix B {8) establishes that compensation for personnel services
inchudes all remunsration, paid currently or accruad, for services rendered during the period of
performance under Federal awards, including but not necessarily limited to wages, salaries, and
fringe benefits,

Fart 3 of the Compliance Supplement reguirement H establishes that an obligation is not
necessarily a liability in accordance with generally accepted accounting principles. When an
obligation occurs {is made) depends on the type of property or services that the obligation is for.
If an obligation is for personal services by an employee of the State or subgrantee, the
abligation is made when the services are performed.
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COMMONWEALTH OF PUERTO RICO
DEPARTNENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDHNG NO. 2013-20 PERICD OF AVAILABILITY — WRC {CONTINUED)}
Griteria {continued)
7 CFR section 24617 (a), {b) {2) and (c) establish that:

L State agencies shall submit preliminary and final closeout reportts for each fiscal year. All
obligations shall be liquidated before closure of a fiscal year grant. Obligations shall be
repored for the fiscal year in which they ocour,

i. State agencies shall submit to FNS, within 120 days after the end of the fiscal year, final
fiscal year closeauit repos.

7 CFR sections 3018.23 {a} and (i) establish that where a funding period is specified, a grantee
may charge to the award only cosis resulting from obligations of the funding period uniess
carryover of unobligated balances is permitted, in which case the carryover balances may be
charged for costs resulting from obligations of the subsequent funding period. A grantes must
liquidate all obligations incurred under the award not fater than 80 days after the end of the
funding period (or as specified in a program reguiation) to coincide with the submission of the
annual Financial Status Report. The Federal agency may extend this deadline at the request of
the granise.

7 CFR section 3016.50 (d) (2) establishes that the grantes must immediately refund to the
Federal agency any balance of uncbligated (unencumbered) cash advanced that is not
authorized to ba retained for use on olher grants.

Effect

The PRDH is exposed o penaltfes and sanctions from the grantor due to noncompliance with

this requirement, including returning to the grantor the amount of funds involved or denied a

reimbursement.

Questicned costs

$ 629,314 CFDA 10.557 Special Supplemental Nutrition Program for Women, infants,
and Children

Recommendations

To provide reasonable assurance that federal funds are used only during the authornized period
of availability, the PRDH shall establish formal! policies and procedures to ascertain:
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEBDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED]}
YEAR ENDED JUNE 30, 2013

FINDING NO. 2042-20 PERIOD OF AVAILABILITY - WIC (CONTINUED)

Recommendations (continued}

a)

b)

)

d}

The budgetary process considers period of availabilify as to obligation and disbursement
of federal funds and provide for the idendification and communication of cut-off
requirements:

The actounting syatern pravents obligations or expenditures of federal funds outside the
period of availlabilty through the review of dishursements by persons knowledgeable of
period of availability requirements, specially just before and after the cut-off dates;

The processing of the required adjusting enfriss in a timely manner to comrect those
transactions charged to the incorrect accounts;

The limely identification and communication of period of availability requirements and
expendifure deadlines to individuals responsible for program expenditures, including
awtomated notifications of pending deadlines; and

The periodic reporting of budgeted and actual expenditures and unliguidated balances to
appropriste levels of management for their review before and after cut-off dates.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED]}

YEAR ENDED JUNE 30, 2013

FINDING KO, 2013-21 PERIOD OF AVAILABILITY - PHEP AND NBHPP

Federal programs

CFDA 93.068 FPublic Health Emergency Preparedness
CFDA 93,889 Mational Bioterrorism Hospital Preparedness Program
Category

Comphliance / Internat contral
Compliance reqedErement
Period of Availability
Condition found

To test compliance with the requirement with period of availability, we obtained the grant award
notification and communications with grantor's agencies to identify the awards expiring during
the fiscal year ended June 30, 2013 related to the PHEP and NBHPP programs. Among other
tests, for each award identified, we verified that the underlying obligafions occurred within the
period of availability and that the Equidation (payment) was made within the allowed fime period.
From lhe total disbursements charged after the end of the period of availahility {$984,809}, we
gxamined a2 sample of transactions that amounted to $921,151 {93.54%). After performing
these procedures, we noted that in 80 transactions, although the obligations were incurred
within the period of availability, the payments were made afier the required allowed period.
Such obiigations amounted to $342,504. Also, we noted that in 18 transactions the abiigations
and payments were made after the requirsd allowed period.  Such transactions amounted to
$15,606.

Criteria

2 CFR section 225 appendix B (8) establishes thal compensation for personnel services
includes all remuneration, paid currently or accrued, for services rendered during the period of
performance under Federal awards, including but not necessarily limited to wages, salaries, and
fringe benefits,

Part 3 of the Compliance Supplement requirement H estabiishes that an obligation is not
necassarnily a Hability in accordance with generally accepied accounting principles. When an
obfigation ocours (is made) depends on the type of properly or services that the ofligation is for.
i an obligation is for personal services by an employes of the State or subgrantse, the
obligation is made when the services are performad.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND GUESTIONED COSTS {CONTINUED)
YEAR ENDED JUNE 30, 203

FINDING NO. 2013-21 PERIOD OF AVAILABILITY - PHEP AND NBHPP {CONTINUED)
Criteria {continued)

45 CFR sections 82.23 (2) and (b} establish that where a funding period is specified, a grantee
may charge to the award only costs resulting from obligations of the funding period unless
carryover of unobiigated balances is permitted, in which case the carryover balances may be
charged for costs resulling from obfigations of the subsequent funding period.

A grantee must liquidate alt obligations incurred under the award not later than 90 days after the
end of the funding period for as specified in a program regulation) io coincide with the
sutbmission of the annual Financial Status Beport, The Federal agency may extend this deadiine
gt the request of the grantes.

45 CFR section 9250 {d} {2} establishes that the grantee must immediately refund to the
Federal agency any balance of unobligated {unencumbered} cash advanced that is not
authorized to be retained for use on other grants.

Effect

The PRDH is exposed 1o penallies and sanchions from the grantor due fo noncompliance with
this requirement, inchluding returning to the grantor the amount of funds involved or denied a

reimbursement.

Questioned costs

$ 1,665 CFDA 93.068 Public Health Emeargency Preparedness

356,445 CFDA 93,889 Malional Biotarrorisim Hospital Preparedneass Program
$3568.110
Recommendations

To provide reasonable assurance that federal funds are used only during the authorized period
of availahility, the PRDH shall establish formal policies and procedures to ascartain:

a} The hudpstary process considears period of avaiability as to obligation and disbursement
of federal funds and provide for the identification and communication of cut-off
requirements;

b} The accounting system prevents oiligations or expenditures of federal funds outside the
period of avatiability through the review of disbursements by persons knowledgeabla of
period of availabilily requirements, spacially just before and alter cut-off dates;
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COMMONWEALTH OF PUERTO RICO
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-21 PERIOD OF AVAILABILITY — PHEP AND NBHPP {CONTINUED)

Recommendations (continued)

c) The processing of the required adjusting entrias in a timely manner fo correct those
transactions charged to the incorrect accounts;

d} The timely identification and communication of period of availabilily requirements and
expenditure deadiines to individuals responsible for program expenditures, inciuding
automated notifications of pending deadlines; and

a} The pericdic reporting of budgeted and actual expenditures and unliguidated balances fo
appropriate levels of management for its review before and after cut-off dates.
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COMMONWEALTH OF PUERTO RICG
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QGUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 3G, 2013

FINDING NO. 2013-22 PERIOD OF AVAILABILITY - MAP
Federal programs

CFDA 93778 Medical Assistance Program

Category

Comphance / infernal controf

Compliance reqsdrement

Period of Availahility

Condition found

To test compliance with the requirement with period of availability, we obtained the grant award
notification and communications with grantor's agencies fo identify the awards expiring durning
the fiscal yvear endead Juns 30, 2013 related to the Medical Assistance Program. Among other
tests, for each award identified, we verified that the underlying obligations cocurred within the
period of availability and that the liquidation {payment) was made wilhin the allowed time pericd.
From the total disbursaments charged after the end of the period of availability {$95,443,034),
we examined a sample of transactions that amounted to $64,513,318 {67 59%). Alter
performing these procedures, we noted that in 106 transactions, although the obligations were
incurred within thve period of avallabilty, the payments were made after the reguired allowad
period.  Such obligations amounted to $2 485,709, Also, we noted that in 302 transactions the
obligation and payment were made after the required aflowed period. Such obligations
amounted to 37 086,547.

Criteria

45 CFR seclions 92.23 {a) and {b) establish that where a funding period is specified, a grantee
may charge fo the award only costs resulting from obligations of the {unding period unless
garryover of unobligated balances is permilied, in which case the carryover halances may be
charged for costs resuiting from obligations of the subsequent funding period. A grantes muist
liquidate all abligations incurred under the award not later than 80 days after the end of the
funding period (or as specified i a program regulation) to coincide with the submission of the
annual Financial Status Report. The Federal agency may extend this deadline at the request of
lhe granies.

Fart 3 of the Compliance Supplement reguirement H esiablishes that an obligation is not
necessarily a Eability in accordance with generally accepted accounting principles. When an
obligation ccewrs (is made) depends on the iype of properiy or services that the obligation is for.
If an obligation is for personal services by an emploves of the State or subgrantes, the
cbiigation is made when the services are perfonmed.
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COMMONWEALTH OF PUERTO RICO
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO, 2(413-22 PERIOD OF AVAILABILITY - MAP {CONTINUED)
Criteria {continued)

45 CFR section 82.50 (d} {2) estabiishes that the grantee must immediately refund to the
Federal agency any balance of unobligated (unencumbered} cash advanced that is not
authorized to be retained for use on other grants.

Effect

The PRDH is exposed to penalties and sanctions from the gramtor dus to noncompliance with
this requirement, including returning to the grantor the amount of funds invelved or danied a
reimbursement.

Gluestioned costs

39572266 CFDA 93.778 Medical Assistance Program
Recommeandations

To provide reasonable assurance that federal funds are used only during the authorized period
of availability, the PRDH shall establish formal policies and procedures to ascertain;

a) The budgetary process considers period of availability as to obligation and disbursement
of federal funds and provide for the identification and comimunication of cut-off
requirentents;

b} The accourting system prevents obligations or expenditures of federal funds outside the
period of availability through the review of disbursements by persons knowledgeable of
period of availability requirements, specially just before and after cut-off dates;

c} The processing of the reqguired adjusting entres in 2 timely manner o comect those
transactions charged to the incorrect accounts;

) The timely identification and communication of period of availakility requirements and
expendifure deadlines to individuals responsible for program expenditures, including
automated notifications of pending deadiines; and

e) The periodic reporting of budgeted and actual expenditures and unliquidated balances to
appropriate levels of management for its review before and after cut-off dates.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR EKDED JUNE 30, 2013

FINDHNG NO, 2013-23 PERIOD OF AVAILABILITY - HIV CFG
Federal programs

CFDA 93.917 HiV CARE FORMULA GRANTS

Category

Compliance f Internal control

Compiliance requirement

Period of Availability

Condition found

To test compliance with the requirement with period of availability, we obtained the grant award
natification and communications with grantor's agencies to identify the awards expiring during
the fiscal year endad June 30, 2013 related to the HIV Care Formula Grants program. Among
other tests, for each award identified, we verified that the underiying obligations occurred within
the period of availabilily and that the liguidation {payment} was made within the allowed tima
period. From the total disbursements charged after the end of the period of avaiahility
{$2,417,507), we examined a sample of transactions that amounted to $1,229,634 (50.86%).
After performing these procedures, we nofed that in 6 transactions, akthough the obligations
were incuired within the period of avaiiability, the payments were made after the required
aliowed period. Such transactions amounted to $2 144,

Criteria

45 CFR sechions §2.23 (a} and {b) establish that where a funding period is specified, a grantee
may charge 1o lhe award only costs resulting from cobligations of the funding period unless
carryover of unohligated balances is permitted, in which case the carryover balances may be
charged for costs resulting from obligations of the subsequent funding period. A grantee must
Equidate all obligations incurred under the award not later than 90 days after the end of the
funding period {or as specified in a program regutation} to coincide with the submission of the
annuzt Financial Status Report. The Federal agency may exiend this deadling at the request of
lhe granies.

45 CFR section 92.50 (d) (2) establishes thaf the grantee must immediately refund to the
Federal agency any balance of unobligated (unencumbered) cash advanced that is not
authorized to be retained for use on other grants.
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SCHEDULE OF FINDINGS AND QUESTIOGNED COSTS (CONTINUVED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-23 PERIOD OF AVAILABILITY — HIV CFG {CONTINUED)

Effect

The PRDH is exposed fo penalties and sanctions from the grantor due to noncompliance with
this requirement, including returing to the grantor lhe amount of funds involved or denied a
retmbursement.

Questioned costs
No costs will be questioned, since iikely questioned cosls are below $10,000.
Recommendations

To provide reasonabie assurance that federal funds are used only during the authorized period
of avaitability, the PRDH shall establish formal policies and procedures to ascertain:

aj The hudgetary process considers period of availability as to obligation and disbursement
of federal funds and provide for the identificalion and communication of cut-off
requirements;

h} The accounting system prevents obligations or expenditures of federal funds outside the
period of availability through the review of disbursements by persons knowledgeable of
period of availability requirements, specially just before and afler cut-off dates;

c} The processing of the required adjusting entries in a limely manner to comrect thosa
transactions charged to the incorrect accounts;

d) The timely identification and communication of period of availability requirements and
expenditire deadiines to individuals responsible for program expenditures, inchiding
avfomated notifications of pending deadlines; and

e) The periodic reporting of budgeted and actual expenditures and unliquidated balances to
appropriate levels of management for its review before and after cut-off dates.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-24 PERION OF AVAILABILITY - MCHSBG

Fedaral programs

CFDA 83.994 Maternal and Child Health Services Block Grant to the States
Category

Comphance { Infernal control

Compliance reqeirement

Period of Availability

Condition found

To test compliance with the requirement with period of availability, we oblained the grant award
notification and communications with grantor's agencies to identify the awards expking during
the fiscal year ended June 30, 2013 related to the Maternal and Child Health Services Block
Grant to the States program. Among other tests, for each award idenlified, we verified that the
underlying obligations occurred within the period of availability and that the liguidation (payment)
was made within the allowed time period. From the total disbursements charged alter the end
of the period of availability (4,409 434), we examined a sample of fransactions that amounted
to $2,989,842 (67.81%). Alfter performing these procedures, we noted that in forty-lwo (42)
transaclions, althouah the obligations were incurred within the period of availabllity, the
payments were made afier the required allowed period.  Such obligations amounted to
$192,782. Also, we noted that in thity-two (32) transactions the obligations and payments were
made after the required allowed period. Such obligations amounted to $77 2849

Criteria

2 CFR section 225 appendix B {8} establishes that compensation for parsonnel sarvices
includes all remuneration, paid currently or accrued, for services rendered during the period of
perfermance under Federal awards, including but not necessarily imited to wages, salaries, and
fringe benefiis.

Part 3 of the Compliance Supplement requirement H establishes that an obligation is not
necessarily a liability in accordance with generally accepted actounting principles.  When an
obligation occurs (is made) depends on the type of propery or services thal the obligation is for,
If an obligation is for personal services by an employee of the State or subgrantee, the
obligatian is made when the sernvices are performead.
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FINDING NO. 2013-24 PERIOD OF AVAILABILITY - MCHSBG (CONTINUED)
Criteria {continued)

45 CFR sections 92.23 (a) and (b) establish that where a funding period is specified, a grantee
may charge to the award only costs resulting from obligations of the funding period unless
carryover of unobligated balances is permitted, in which case the carryover balances may be
charged for costs resufting from obligations of the subseguent funding period. A grantee must
liguidate all cbligations incurred under the award not later than 80 days after the end of the
funding period {or as specified in a program regulation} to coincide with the submission of the
annual Financial Status Report. The Federal agency may extend this deadline at the request of
the grantes.

45 CFR section 92.50 {d} (2) esiablishes that the grantee must immediately refund to the
Federal agency any balance of unobligated {unencumbered) cash advanced that is not
authaorized to be retained for use on other grants.

Eftect

The PRDH is exposed to penalifes and sanctions from the grantor dus to noncompliance with
this requirement, including returning to the grantor the amount of funds involved or denied a
refmbursement.

Cluestioned costs

$ 270071 CFDA 93,994 Maternal and Child Health Services Block Grant to the States

Recommendations

To provide reasonabie assurance that fedearal funds are used only during the authonzed period
of availabiiity, the PRDH shall establish formal palicies and procedures to ascertain:

aj The budgstary process considers period of availabilily as to obligation and dishursement
of federal funds and provide for the idendification and communication of cut-off
requirements;

h} The accounting system prevents obligations or expenditures of federal funds outside the
period of availability through the review of disbursements by persons knowledgeable of
period of availabitity requirements, specially just before and after cut-off dates;

c) The processing of the required adiusting entries i a timsly manner to comrect those
transactions charged to the incorrect accounts;
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YEAR ENDED JUNE 39, 2013

FINDING NO. 2013-24 PERIOD OF AVAILABILITY - MCHSBG (CONTINUED)

Recommaendations (continued}

o) Tha timaly identification and communication of period of availability reqguirements and
expenditure deadlines to individuals responsible for program expenditures, including
aitomated nofifications of pending deadlines; and

&) The periodic reporting of budgeied and actual expenditures and unliquidated balances to
appropriate feveis of management for its review before and aiter cut-off dates.
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COMMONWEAL TH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 38, 2013

FINDING NO. 2013-25 PROGRAM INCOME - MCHS5BG

Federal programs

CFDA 53.894 Maternal and Child Health Services Block Grant to the States
Category

Compliance { Internal contral

Compiiance requirement

Frogram income

Conditian found

After oltaining an understanding of the state's policies and procedires and performing our tesis
of controls, we noted that the Maternal and Child Health Services Block Grant to the States
program billed the medical insurance plans for the medical services provided in the pediatric
clinics and the rental of medical equipmant, including the deductible charges as determinad by
the medical insurance companies. However, the PRDH did provide us the account in which the
income is registered in the accounting system. Also, the PRDH has no record regarding the
deduciibdes biled and to whom the clinics billed the services provided. Addilionally, the PROH
coufd he charging services to the medical insurance companies of people that could be
considered low-income mothers or children.  Therefore, we were unable to determine
compliance with the program income reguirement for this program.

Criteria

45 CFR section 92.20 () (2} and (3) establish that the financial management systems of other
grantees and subgrantees must maet the following slandards:

1} Accounting records - Grantees and subgrantees must maintain records which
adequately idontify the source and application of funds provided for financially-
assisted aclivities. These records must contain information pertaining to grant or
subgrant awards and authorizations, obligations, unobiigated balances, assets,
fiabilities, outlays or expenditures, and income.

2} Infernal confrof - Effective controf and accountability must be maintained for all grant
and subgrant cash, real and personal property, and other assets. Grantees and
subgrantees musi adequately safeguard all such property and must assure that i is
used solely for authorized purposes.
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COMMONWEALTH OF PUERTCQ RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED}

YEAR EMDED JUNE 36, 2013

FINDING NO. 2013-25 PROGRAM INCOME - MCHSBG (CONTINLUED)
Criteria {continued)

45 CFR 92.25 (a) establishes that grantees are encouraged to earn income to defray program
costs. Program income includes income from fees for services performed, from the use or rental
of real or personal property acguired with grant funds, from the sale of commodities or items
fabricated under a grant agreement, and from payments of principal and interest on loans made
with grant funds. Except as otherwise provided in regulations of the Federal agency, program
income dees not include interest on grant funds, rebaies, credits, discounts, refunds, etc. and
interest earned on any of them.

42 USC 705 {a) (5} (D) establishes that if any charges are imposed for the provision of heaith
services assisied by the State under this subchapter, such charges (i} will be pursuant to a
public schedute of charges, (if} will not he impossed with respect to services provided to low
income mothers or children, and (i) will be adjusted o reflect the income, resources, and family
size of the individual provided the sarvices.

Eftect

Noncompliance with the program incoms requirements could lead to significant administrative
sanctions by the grantor, including reduction in amounts to be awarded, [t could also be
interpreted as a failure to achieve program objectives.

Questioned costs

Could not be determined

Recommendations

We recommend the PRDH's management to establish procedures to properly record and
account the program income gensrated with the federal program funds. 1t is necessary to
designate personngl responsibie for the recording of this income, prepare periodical income
reports and monitor the service charges to the service recipients. Alse, the PRDH should

eslablish adequate conlrols and procedures as well as proper safeguarding of the financial and
accounting documeints.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-26 FINANCIAL REPORTING — PHEP AND NBHPP

Federai programs

CFDA 93.069 Pubdic Health Emergency Preparedness
CFDA 93.889 National Bioterrarism Hospital Preparedness Program
Category

Compliance / internal Contro
Compliance requirement
Heporting

Condifion found

We performed procedures to identify the reporting requirements applicable to the PRDH,
obtained an understanding of the internal controls over their processing, and determined the
criterta and methodology used in complling and reporting the data to be included in the
applicable reporls. We requested copy of the annual Federal Financial Reports (FFR-425) for
the grants 6U3REP0G0222-02 and 2UQ0TP221876-09, and evidence as to the date of their
submission. After review of the Federal Financial Reports (FFR-425) for those grants, we noted
the following.

i.  The FFR-425 report for the grant 2U90TP221876-08 was submitied by PRDH on
December 13, 2012, when the report due date was November 10, 2092, The
report was submitted 33 days after the report due date.

il. Forthe FFR-425 for the grants SU3SREPQ90222-02 and 2UJS0TP221876-09, the
recipient share information was not inchuded in the report. The PRDH is required
to contribute 10% of the total amount of federal funds expended for each grant.

The deficiencies noted were the result of the absence of adequate internal conlrol procedures
for the tracking and reviewing of the Federal Financial Reporls in accordance with the program
requirements.

Criteria
45 CFR section 8241 {h} (4} establishes that when reports are required on a quanterly or
sermiannual basis, they will be due 30 days after the reporting period. When required on an

annual basis, they will be due 90 days after the grant year. Final reports will be due 90 days
after the expiration or termination of grant support.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-26 FINANGIAL REPORTING - PHEP AND NBHPP {CONTINUED)
Criteria (continued)

45 CFR section 92.20 (b) (1) establishes that accurate, curent, and complete disclosure of the
financial results of financially assisted activitias must be made in accordance with the finaneial
reporting requirements of the grant or subgrant.

Special Term and Conditfon number 14 of the Notice of Award of the grant BU3REP090222-03
astablishes that the SF425 will be used for reporting expenditure data to mest ASPR's
{Assistant Secretary for Preparedness and Response) semi-annual and annual financial
reporting requirement (replacing SF269). All other lines except 10.a through 10.c should be
completed according to the following timeling: Semi-annually within 30 days after the first six
month period, January 30, 2012, and 120 days of the budget period end date, Qctober 30,
2012,

Effect

MNoncompliance with lhe reporting requirements could lzad to significant administrative actions
by the grantor, Including reduction in amounts {o be awarded. |t could also be interpreted as a
failure to achieve lhe programs objectives.

Questioned costs

None

Recommendations

Wse recommend the PRDH to establish adequate procedures and controis, which shall consider,
amaong others, the following:

+ Establish adequate policies and procedures fo ensure that reports are submitted on or
hefore their due dates.

= Eslablish adequate supervisory procedures in order to identify, in a reasonable period of
time, deficiencias or possiblfe deficiencies in the procedures or guidance established by
management in order to asceriain that the PRDH reports the information as required by
grantors completaly, accurately and on a timely mannar.

These procedures would enable the PRDH fo identify compliance with the goals established by

the grantors or idenlify issues that could affect the PRDH's compliance with the programs
requirements as established in the grants or cooperative agreements.
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COMMONWEALTH OF PUERTO RGO
DEPARTMENT OF HEALTH

SCHEDULE OF FENDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 39, 2013

FiNDING NO. 2013-27 FINANCIAL REPORTING — CHIP AND MAP

Federal programs

CFDA §3.767 Children's Health Insurance Program
CFDA 93,778 Medical Assistance Program
Category

Compliance / Internal Control
Compliance raqeirement
Reporting

Condition found

We performed procedures to identify the reporting reguirements applicable {o the PRDHs CHIP
and MAP programs, coblained an understanding of the nternal controle related to their
processing, and determined the criteria and methodology used in compiling and reparting the
dala to be included in the applicable reports. We requested coples of the Federal Financial
Repoits {FFR-425), Guarterly Statement of Expenditures for the Medical Assistance Program
(CMS-64), and Quarterly Children's Health Insurance Program Statement of Expenditures for
Tithe XXI {CMS-21} that were due during the fiscal year ended June 30, 2013. After review of
the quartetly reporis selected we noted the following:

. The CMS-684 and CMS-21 quarterly reports were submitfed after their due date,

as follows:
Guarterly
Report due Date Days elapsed
Quarter end date date submitted  after due date
6/30/2012 7/30/2012  g/3f012 4 days
9/30/2012 10/30/2012 1142972012 30 days

i.  The FFR-425 guarteriy report was submitted after its due date, as follows:

Quarterly
Report due Date Days elapsed
Quarter end date date submitted  after due date
9/30/2012 10/306/2012  11/28/2012 29 days
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-27 FINANCIAL REPORTING — CHEP AND MAP {CONTINUER}
Condition found (confinued)

The deficiencies noled were the result of the absence of adequate internal confro! procedures
for the tracking and reviewing of the programs reports in accordance with the programs
requirements.

Criteria

45 CFR section 82.41 (b} {4} establishes that when reports are required on a guatterly or
semiannual basis, they will be due 30 days after the reporting period. When required on an
annual basis, they will be due 80 days after the grant year. Final reports will be due 80 days
after the expiration or termination of grant suppord.

42 CFR section 430.30 {c) (1} establishes that the Slate must submit Form CMS-64 {Quarterly
Medicaid Statement of Expenditures for the Medical Assistance Program) fo the central office
{with a copy to the regional office) not later than 30 days after the end of each guarter,

42 CFR section 457.830 (¢) (1) establishes that the State must submit Form CMS-84 {Quarterly
Medicaid Statement of Expenditures for the Medical Assistance Program) and Form CMS-21
(Quarlerly Children's Health Insurance Program Statement of Expenditures for title XXIj, to
central office (with a copy to the regional office} not fater than 30 days after the end of the
quarier.

Etfect

Moncompliance with the raporting requirements could lead to significant administrative actions
by the grantor, inchuding reduction in amounts to be awardsed. M could also be interpreted as &
failure to achisve the programs objectives.

Questioned costs

None .

Recommendations

We recommend the PRIDH to establish adequate procedures and controls, which shall consider,
among othars, the following:

« Establish adequate policies and proceduras to ensure that reports are submitted on or
hefore their due dates.
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COMMOGNWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS ARD QUESTIONED COSTS {(CONTINUED}

YEAR ENDED JUNE 39, 2012

FINDING NG, 2013-27 FINANGCIAL REPORTING — CHEP AND MAP (CONTINUED)

Recommendations {continuead}

» Establish adeguate supervisory procedures in order to identify, in a reasonable period of
time, defisiencies or possibla deficiencies in the procedures or guidance established by
managament in order to ascertain that the PRDH reports the information as required by
grantors, accurately and on a timely manner.

These procedures would enabie the PRDH to identify compliance with the goals established by

the grantors or identify issuss that could affect the PRDH's compliance with the programs
requiremsnts as estabiished in the grants or cooperative agreements,
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING KO. 2013-28 FINANCIAL REPORTING - MCHSBG

Federal progranss

CFDA 93984 Maternal and Child Health Services Block Grant to lhe States
Category

Compliance { internal Controt

Coempliance reguirement

Reporiing

Condition found

We peirformed procedures to identify the reporting reguirements applicable to the PRDH,
obtained an understanding of the internal controls over theilr processing, and determined the
criteria and maethodology used in compiling and reporting the data fo be included in the
applicable reports. We requested copy of the Federal Financial Reports {FFR-425) for the
grants BO4MC21384 {(closeout) and BOAMC23406 {annual), and evidence as of their date of
submission. However, the FFR-425 report for the grant B0O4AMC23406 was not available for
examination. Therefore, we were unable to ascertain § the financial report was complste,
accurate, and preparad in accordance with the required accounting basis.

After review of the Federal Financial Report {FFR-425)} far the grant BO4MC21384, we noted
that the repont was submitted by the PRDH on September 25, 2013, 269 days after the report
dua date.

The exception mentioned in the first paragraph was the resull of lhe absence of adequate
internal cantrol procedures for 1he recordkeeping of the federat financial repotts and related
supporting documentation.

Criteria

45 CFR sections 92.42 (b} (1) and {2) establish that records must be retained for three years
from the starling date specified in paragraph {c} of thiz section. If any litigation, claim,
negotiation, audit or other action involving the records has been started before the expiration of
the 3-year period, the records must be retained untit compietion of the action and resolution of
all issues which arise from it, or until the end of the regular 3-year period, whichever is later.
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COMMONWEALTH OF PUERTO RICO
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-28 FINANCIAL REPORTING - MCHSBG {CONTINUED)
Criteria (confinued)

45 CFR seclion 92,42 {c} (1) states that when grant support is continued or renewed af annuzt
or other intervals, the retention period for the records of each funding period staris on ths day
the grantes or subgrantee submits to the awarding agency its single or last expenditure repost
for that period.

However, if grant suppor is continued or renewed qoarterly, the retention period for gach year's
recards starts on the day the grantee submils its expenditire report for the last quarter of the
Federal fiscal year. In all olher cases, the retention period starts on the day the grantee submits
its final expenditure report. If an expenditure report has been waived, the retention period staris
on the day the report would have been due.

45 CFR section 82.41 (b) (4) establishes that when reports are required on a quarterly or
semiannual basis, lhey will be due 30 days after the reporting perod. When required on an
annual basis, they will be dus 20 days after the grant ysar. Final repods will be due 90 days
after the expiration or termination of grant support.

The terms and conditions of the Notice of Grant Award for grant BO4MC21384 related to the
reporting requirement establishes that the grantee must submil a Federal Financial Report
{FFR) within 20 days after the budget period end dats. This report should refiect cunuilative
reporting within the project period and must be subinitted using the Electronic Handbooks.
Effect

Moncompliance with the reporting requirements could lead to significant administrative actions
by the grantor, including reduction in amounts to ke awarded. !t could also be intarpreted as a
failure to achieve the programs objectives,

Questioned costs

Mone

Recommendations

We recomimend the PREH to establish adequate procedures and controls, which shall consider,
among othars, the following:

v Establish adequate policies and procedures to ensure that reports are submitted on or
hefore their due dates.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDHNG NO, 2013-28 FINANCIAL REPORTING - MCHSBG [CONTINUED)
Recommendations {continued}

= Establish adequate supervisory procedures in order to identify, in a reasonable period of
time, deficiencies or possible deficiencies in the procedures or guidance established by
management in order to ascertain that the PRDH reports the information as required by
grantors, accurately and on a timely mannear.

» Maintain the information and estabiish recordkeeping procedures to prevent the loss of
the documentation that support lhe infarmation reported to grantors.

These procedures would enabie the PRDH to identify compliance with the goals established by

the grantors or identfy issuss that couid affect the PRDH's compliance with the programs
requirements as established in the grants or cooperative agreements.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-29 FEDERAL FUNDING ACCOUNTABILITY AND
TRANSPARENCY ACT

Federal programs

CFDA 93.917 HIV Care Formula Grants

CFDA 93.074 Hospital Preparedness Program and Public Health Emergency
Preparedness Alighed Cooperative Agreements

CFDA 93.940 HIV Prevention Activities

CFDA 93.904 Maternal and Child Health Services Block Grant to the States

Category

Compliance / Internal contral
Compliance requirement
Reporting

Condition found

We performed procadures to obtain an understanding of the internal controls and proceduras
established by the PRDH to comply with the reporting requirements under the Federal Funding
Accountability and Transparency Act. After performing these procedures, we noted that for the
fiscal year ended June 30, 2013, the PRDH did not establish policies and procedures in order to
gather the required subaward information required by the Act and to comply with the reporting
submission of subaward of funds through the Federal Funding Accountability and
Transparency Act Subaward Reporting System (FSRS).

Criteria

2 CFR section 170 Appendix A (a) (1) establishes that the grantee must report each action that
obligates $25,000 or more in Federal funds that does not include Recovery funds (as defined in
section 1512(a)(2) of the American Recovery and Reinvestment Act of 2009, Pub. L. 111-5) for
a subaward to an entity.

2 CFR section 170 Appendix A (a) (2) establishes that the grantee must report each obligating
action described in paragraph a.1. of the award term to hifp:dwww fsrs.gov. For subaward
information, report no later than the end of the month following the month in which the obligation
was made.
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COMMOMNWEALTH OF PUERTO RICO
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2413-29 FEDERAL FUNDING ACCCUNTABILITY AND

Effect

TRANSPARENCY ACT {CONTINUED)

MNoncomipliance with the above mentionad reguirement could lead fo administrative actions by
the grantor. [t could also he interpreted as a fallure to manage federal awards in compliance
with laws, requiations, and provisions of conlracts and grant agreamsants.

Questioned costs

Mone

Recammendations

We recommend the PRDH to establish adequate procedures and controls, which shall consider,
among othars, the following:

Estahiish policies and procedures to grovide reasonable assurance that the PRDH
identifios, caplures, and report the required information established by federal
regulations.  Additionally, lhe PRDH shall process and maintain electronically the
subrecipient data to facilitate its analysis and maintain the correspanding audit traik.
This would enable the PROH fo maintain an information system capable of providing
reliabie processing of the paiformance information related to the federal awards.

Estabrlish adequate policies and procedures to ensure that reports are submitted on or
before their due dates.

Establish adeqguate supervisory procedures in order to identify, in a reasonable period of
time, deficiencies or possible deficiencies in the procedures or guidance established by
management in ordar to ascertain that the PRDH reports the information as required by
grantors, accurately and on a timely manner.

These procedures would enable the PRDOH {o identify compliance with the goals established by
the grantors or identify issues that could affect the PRDM's compliance with the programs
requirements as established in the grants or cooperative agreaments.

122



COMMONWEALTHE QF #UERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIOMED COSTS (CONTINLUED)

YEAR ENDED JUNE 36, 2013

FINDING BO. 2013-30 SUBRECIPIENT MONITORING - HIV PA
Faderal programs

CFDA 93.940 HiV Prevention Activities

Category

Comphance / internal contral

Compliance reqairement

Subrecipiant Monitoring

Condition found

During the fiscal year ended June 30, 2013, funds totaling $433,457 were disbursed to 7
subrecipients under the HIV Prevention Activiies program. To test compliance with the
requirement with subrecipient monitoring, we inquired management and officials of the PROH to
determineg if the activities of their subrecipient were monitored to ensure compliance with federal
requirements and the related cooperative agreement. After performing these procedures, we
noted that the PRDH failed to perform monitoring activities during the fiscal year endad June 30,
2013 in order to obtain reasonabie assurance that subrecipients used Federal funds granted for
authorized purposes, complied with iaws, reguiations, and the provisions of contracts and grant
agresments, and achieved perdormance goals.

Criteria

45 CFR section 92.40 {a) estabiishes that grantees are responsifie for managing the day-to-day
operations of grant and suhgrant supporied activities. Grantees must monitor grant and
subgrant supported activitios to assure compliance with applicable Federal requirements and
that perfarmance goals are being achieved. Grantee monitoring must cover each program,
function or activity.

Sections 400{d} (3} through (6} of the OMB Circular A-133 establish that pass-through entities
must,

» Monitor the aclivities of subrecipients as necessary to ensure that Federal awards are
used for authorized purposes in compliance with laws, regulations, and the provisions of
contracts or grant agreements and that performance goals are achieved.

=  Ensure that subrecipients expending $500,000 or more in Federal awards during the
subrecipient's fiscal year have met the audit requirements of such part for that fiscal
year.
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COMMONWEALTH OF PUERTO RICO
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS ([CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO. 2013-30 SUBRECIPIENT MONITCRING — HIV PA {CONTINUED)
GCriteria {continued)

« |sste a management decision on audit findings within six months after receipt of the
subrecipient's audit repott and ensure that the subrecipisnt takes appropriate and Himely
corrective action.

+ Consider whether subrecipient audits necessitate adjustment of the pass-through entity's
own records.

Effect

Lack of imonitoring procedures preclude the PRDH to prevent, detect and correct significant
instances of noncompliance by their subrecipients and may expose the PRDH to administrative
actions by the grantor andfor gquestiohed costs. .

Questicned costs
Could not be determined
Recommendations

The PRDH shall establish internal contrels and monitoring procedures to ensure that
subrecipiants comply with the terms and conditions established in the applicable agreament with
gach subrecipient. Such procedures will ensurg that in the event of noncompliance the PRDH
may take the appropriate actions to recover funds granted in order to prevent cosl
disallowances.

Thase procedures shall consider, among olhers, the following:

a} Perform site visits to sub recipients to review financial and programmatic records,
observe operations, establish regudar contacts with subrecipients, and make appropriate
inguiries concerning the federal program.

h} Review sub recipients’ reports and follow-up on areas of concern, monitor subrecipients
budgets and offer technical assistance when needed,

c} Methodology for resolving findings of subrecipients’ noncompliance or weaknesses in
internal control, and the requirements for and processing of subrecipients audils,
inciuding appropriate adjustments of pass-through entities accounta.

d) Issuance of imely management decisions to inform the sub recipients about whether the
corrective achtion plans for the audit and monitoring findings are acceptable.

) Maintain a system to track and follow-up on reported deficiencies related to aclivities
funded with this program and ensure that timely corrective aciion is taken.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINBING NO, 2013-31 REVIEW OF FOOD INSTRUMENTS - WHC
Fadaral programs

CFDA §0.557 Special Suppfemental Nutrition Program for Women, Infanis, and
Children

Category

Compliance f Internal controf
Compliance reguirement
Special Tests and Provisions
Candition found

To tesl compliance with the reguirement with Special Tests and Provisions - Review of Food
instruments and Cash-Value Vouchers to Enforce Price Limitations and Detect Errors
requirement for the WIC program, we chtained the exception report for the period from July 1,
2012 to JJune 30, 2013. We selected a sample of 25 fransactions and noted that in 14 of the 25
transactions seiected, the PRDH failed to complete the review process in the 120-days
timeframe. The time elapsed for the transaclions with over 120 days in the review process
ranged from 144 {o 554 days.

Criteria

7 CFR section 246.12 (k) (1) establishes that the State agency must design and implement a
system to review food Instruments and cash-value vouchers submitted by wvendors for
redemnption to ensure compliance with the applicable price mitations and to detect questionable
food instruments or cash-valus vouchers, suspected vendor ovarcharges, and other errors, This
review must examine either all or a represantative sampie of the food instruments and cash-
value vouchers and may be done either before or after the State agency makes payments on
the food instruments or cash-value vouchers, Tha review of food instuments must inclide a
price comparison or other edit designed to enswe compliance with the applicable price
limitations and to assist in detecting vendor overcharges. For printed food instrements and
cash-vailue vouchers the system also must detect the following errors—purchase price missing;
participant, parentfcarefaker, or proxy sighature missing; vendor identification missing; food
instruments or cash-value vouchers transacted or redeemed after the specified time periods;
and, as appropriate, altered purchase price. The State agency musl take follow-up action within
120 days of detecting any questionable food instruments or cash-value vouchers, suspected
vendor overcharges, and other arrars and must implement procedures to reduse the number of
errors when possible.
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COMMONWEALTH OF PUERTO RiCO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 290, 2813

FINDING NO. 20%3-31 REVIEW OF FGOD INSTRUMENTS — WIC (CONTINUED)

Effect

Noncompliance with the above mentioned requirements could lead to administrative actions and
penalties by the grantor, | could also be interpreted as a failure to manage federal awards in
comphance with laws, reguiations, program guidance, and grant agreements.

Questioned costs

Couid not be determined

Recommendations

The PEDH shall review its policies and procedures related to the review of food instruments
exceptions identified in a period no greater than 120 days. The PRDH shall identify the
excepticns on a daily basis through its personnel in order to begin to reduce the actual
timeframe that the PRDH takes to resolve an exception.

The PRDH shall assign and train personnei to this task as a measure to correct this deficiency.
The assignment of personnel and review of the actual procedures could assist the PRDH in

preparing financial reports in a timely manner and reduce instances of preparing revised
financial repoit after tha initial due date.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FiINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO, 2013-32 AUTHORIZATION OF ABOVE-50-PERCENT VENDORS - WIC

Federal programs

GCFDA 10.557 Special Supplemental MNutrfion Program for Women, Infanis, and
Chiidren

Category

Compiiance / internal control
Compliance retquirement
Speciat Tests and Provisions
Caondition found

In order to determine whather the State agency obtainad the required FNE cerlification on the
use of above-50-percent wendors and observed regulatory restrictions on the use of such
vendors for the fiscal year ended June 30, 2013 under the WIC program, we parformed the
fotowing:

B We requested the FNS cerdification of the State vendor cost cortainment system in order
1o ascerfain it was within the reguired time frames; however, the information was not
available for examination.

ii.  We requested the guarterly cost neutrality assessments performad by the PRDH during
the year ended Junsa 30, 2013, however, no evidence was provided of the qguarterly cost
neutrality assessments performed by the PRDH during the fiscal year in accordance
within the reguired timeframe

Therefore, we were unable to delermine comipliance with the Special Tests and Provisions -
Authaorization of Above-50-Percent Vendors requirement for this program.

Criteria

7 CFR section 246.12 (g} (4) () {D} establishes that the State agency must receive FNS
certification of its vendor cost containment system under section 246.12{g){4Xvi) prior io
authorizing any above-50-percent vendors. The State agency that chooses to authorize any
above-50-percent vendors:

- S This Space Iz Intontionatly Left in Blank -- --———---
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COMMONWEALTH OF PUERTO RICO
BEPARTMENY OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

YEAR EKDED JUNE 30, 2013

FINDING NO. 2043-32 AUTHORIZATION OF ABOVE-54-PERCENT VENDORS - WIC

(CONTINUED)

Criteria {(continued)

Must ensure that the prices of above-50-percent vendors do not inffate the competitive
price criteria and aliowable reimbursement levels for the peer groups or result in higher
total food costs # program participanis transact their food instruments at above-50-
percent vendors rather than at other vendors that do not mest the above-50-percent
criterion. To comply with this requirement, the State agency must compare the average
caost of each type of food instrument redeemed by above-50-percent vendors against the
average cost of the same lype of food instrument redeamed by regular vendors, The
average cost per food instrument may be weighted to refiect the relative proportion of
food instruments redeemed by each category of vendeors in the peer group system. The
State agency musl compute statewide average coste per food instrument at least
gquarterly to monitar compliance with this requirement. If average payments per food
nstrument for above-50-percent vendors excesd average payments per food instruiment
to regular vendors, then the State agency must take necessary action to ensure
compliance, such as adjusting payment levels, Where EBT systems are in use, it inay be
fitare appropriate to compare prices of individual WIC food items 1o ensure that average
payments to above-50-percent vendars do not exceed average payments for the same
foecd item to comparable vendors. If FNS determines that a State agency has failed 1o
ensure that above-50-percent vendors do nol result in higher costs to the program than if
participants transact their food instruments at regular vendors, FNS will establish a claim
against the State agency to recover excess food funds expended and will require
remedial action. A Slate agency may exclude partially-redeemed food inslruments from
a quarerly cost neutrality assessment based on an empirical methodology approved by
FNS. A State agency may not exclude food instruments from the quarterly cost neutrality
assessment based on a rate of partiafly-redeemed food instruments.

7 CFR section 3016.42 {e) {1} establishes that the awarding agency and the Comyptrolier
General of the United Slates, or any of their authorized representatives, shall have the right of
access to any pertinent books, documents, papers, o other records of grantees and
subgrantees which are pertinent to the gramnt, in order to make audits, examinations, excerpls,
and transcripts.

Effect

Moncompliance with ihe above mentioned requirements could lead fo administrative actions and
penalties by the grantor. It could also be interpreted as a failure to manage federal awards in
compliance with laws, regulations, program guidance, and grant agresments,
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIHONED COSTS (CONTINLED)
YEAR ENDED JUNE 30, 2013
FINGING NO. 2013-32 AUTHORIZATION OF ABOVE-50-PERCENT VENDORS — WIC
(CONTINUED)

Questioned costs
Cauld not be determined
Recommendations
The PRDH shall perform the quanterly cost neutralily assessments in the time framte reguired by
grogram reguiations. The PRDH shall also establish adequate supervisory procedures in order
to ientify, in a reasonable period of time, deficiencies or possible deficiencies in the procedures
or guidance established by management in order to asceriain that the PRDH complate the
reguired assessments as required by the grantor, accurately and on a timely manner.
The PRDH shall plan and impfement a mechanized system that pemmits the efficient filing,
tracking and retrieval of filed documents. The PRDH shall adequately train its personnel as to

the importance of records safeguarding procedures, and the proper coordination and
communication for the retrieval of documents when needed,
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COMMOMNWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO, 2013-33 ADP RISK ANALYSIS AND SYSTEM SECURITY REVIEW - MAP
Federal pragrams

CFDA 83,778 Medical Assistance Program

Category

Comptiance / Internal control

Compliance requiremaent

Special Tests and Provisions

Condition found

To test compliance with the requirement with the Specia! Test and Provision reguirement of the
ADP Risk Analysis and System Security Review for the Medical Assistance Program, we
requested the most recent review performed by the PRDH during the current or past two years.
However, no evidence was provided to ascerfain 1hat the PRDH performed such review and
during the required timeframe (biennial basizs).

Criteria

45 CFR section 95.621 {f} (3} establishes that the State agencies shall review the ADP system
secLrity of inatallations involved in the administration of HHS programs on 2 biennial basis. At a
minirnum, the reviews shall include an evaluation of the physical and data security operating
procedures, and personne! practices.

Effect

The PRDH is exposed to penalties and sanctions from the grantor due to noncompliance with
this requirement, including returning to the grantor the amount of funds involved or denied a
reimbursement. It could also be interpreted as a failure to achieve program objectives.
Guestioned costs

Could not be determined

- This Space [= Intenticnally Left s Blank -
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF HEALTH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINDING NO., 2013-33 ADP RISK ANALYSIS AND SYSTEM SECURITY REVIEW —
MAP {GONTINUED)

Recommendations

The PRDGH shall perform on a bi-annual basis the ADP Risk Analysis and System Securily
Review required by program regutations. The PRDH shall also establish adequate supervisory
procedures in order to identify, in a reascnable period of time, deficiencies or possible
deficiencies in the procedures or guidance established by management in order to ascertain
that the PRDH compiete the required assessments as required by the grantor, accurately and
on a timely manner.

The PRDH shall plan and implement a mechanized system that permits the efficient filing,
tracking and retrievai of filed decuments. The PRDH shall adeaquately train its personnel as to
the impoitance of records safeguarding procedures, and the proper coordination and
communication for the retrieval of documents when needed.
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