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Audit No.: 24-11-501-03-001
Grant No: ES-14889-05-55, ES-15720-06-55, ES-16241-07-55,

U1-14458-05-55, UI-16770-08-55
Audit Period: July 1, 2007 throngh June 30, 2008
Questioned Cost: $-0-
No. of Adminisfrative Findings: 22
No. of Uncorrected Administrative Findings: 14

T'his is the Graut Ofﬁcer $ (GO) Final Detetmination (FD) regarding the findings and
recomuendations contained in the final audit report (FAR) of the Commonwealth of Puerto
Rico, Department of Labor and Human Resources (the Department). The andit covered the
petiod from Tuly 1, 2007 thiough June 30, 2008. The audit period identified twenty-two (22)

administeative findings and no costs were questioned.

The andit was performed by Lopez-Vega, CPA, PCS, in accordance with generally accepted
auditing standards, the standards applicable to financial audits contained in Government
Anditing Standsrds issued by the U.S. Comptroller General, and the provisions outlined in the
Office of Management and Budget (OMB) Circular A-133, Single Audits for States, Local

Government and Non-Profit organizations.

On November 1, 2010, the GO transmitted the FAR to the Department as issued to the U.S.
DOL/ETA by the Office of the Tnspector General (OIG-for resolution. On December 15, 2010,
the Department provided a 1esponse to the ﬁndmgs addressed in the FAR.

On Tanmary 21, 2011, the GO jssued the Initial Determination (ID), which provided the
Department with another opportunity to respond to the andit findings. The Department pz ovided

a response to the ID 'on March 18, 2011.
On March 29, the Boston Regional Office provided recommendations to the findings in the ID.

;&H available information has been reviewed and considered in developing this ¥D.




A: ADVINISTRATIVE FINDINGS:

FINDING NO. 1 ACCOUNTING SYSTEM
(08-01) (Pages 67-69)

The auditors’ report disclosed that the Department Tacks adequate accounting procedures and
analysis of the accounting transactions recorded during the year, as well as providing proper

training and supervision to the accounting staff.

The auditors noted that not preparing and submitting monthly reconciled financial statements
does not permit the performance of the following procedures:

S Detection of irregulatities of instances of fiand on a timely basis.
» Preparation of a timely compatison of actual expenditures to budget (monthly).

» Discussion of teports with comesponding personnel and receiving explanations for
significant variations from budget.

> Compliance with corresponding financial reporting required by the State and Federal
governinent. -
OMB Circular, A-133, Subpart C, Section 300 (b), revised June 23, 2003, states that the anditee
shall, “maintain internal control over Fedeial program that provides reasonable assurance that the
anditee is managing Federal awards in compliance with laves, regulations, atid the provision of
contract or grant agreements that conld have a puaterial effect on each of its federal programs.”

2 CFR 225, Appendix A, C (1) (&) and (b), Jamuary 1, 2007, states in patt, “...To be allowable
under Federal awards, costs must meet the following general criteria:

a. Be necessary and reasonable for proper and efficient performance and administration of
Federal awards. b '

b. Be allocable to Féderal awards under the provisions of 2 CFR Part 225..”

29 CFR 97.20 (a) (1) and (2), July 1, 2007, states in part, “.. States must have financial
management systermns in place o account for the expenditure of grant funds, prepae accurate-
financial Teports. .. [and] be able to trace 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.”
“Grantees are responsible for managing the day-to-

d activities. Grantees must monifor grant and sub-
applicable Federal requirements. , ”

29 CFR 97.40 {a), July 1, 2007, states in part,
day operations of grant and sub-grant supporte
grant supported activities to assure compliance with
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29 CFR 9742 (a) (1) (), July 1, 2007, requires grantees to maintain all financial and
programmatic 1ecords, suppotting documents, statistical records, and other records of grantees

considered to be pertinent to program regulations or the grant agreement.

The auditors recommended that the Department svaluate and update its policies and procedures
used by the accounting departiaent. '

Tn the 1esponse to the auditors’ finding, the Department stated that it concurs with the finding
and recommendation and will consider it as part of its corrective action plan.

Tn response to the ID, the Department stated that it is continuing with the process to update the
Agcounting and Procedures Mamual (APM). The expected date of completion is scheduled for
December 2011, Once the APM is completed it will be evaluated the by the Department’s

management for approval and implementation.

Determination: Based on the above, this finding is uncorrected. The Depattment should .
submit a copy of its policies and procedures manual used by the accounting department.

FINDING NO. 2: CASH - BANK ACCOUNT
(08-02) (Pages'70-73)

The auditors’ report disclosed {hat the Depdrtment lacked proper maintenance and analysis of its
general ledger accounts. The following deficiencies were noted:

a. Accounting records for the governmental funds were not reconciled with the transactions
presented by the PRIFAS report (GL-15).

b. The Department mainiains the tesponsibility over the preparation of the bank
reconciliations for the special revenue fund and the propriety funds bank account. The
auditor noted that accounting récords maintained unreconciled differences in the cash

accounts when compared with bank reconciliations.

Onge the bank reconciliation of the special revenue funds were examined, the following
deficiencies were noted:

Special Disbursements Officer’s reconciliation (367-1002-8) include significant
reconciling items, such as outstanding checks issued over one yoar that the
Department can not provide any supporting evidence. Also, the reconciliation
balances were not conciliated with the account records,
Account 367-1701-2, an inactive account, does not hav
transit amount of $122,367.59; this account has many o

ovet a yeat. , .
Account 256-0005-9 with a reconciled balance of $525,798.59 was not possible to
tment for

jdentify it among the different general ledgers maintained by the Depat
federal funds.

¢ a detail for the depositin
ther outstanding checks
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Account 367-1290-8 was closed, but bank reconciliation maintained a list of
reconciling items which amounts to $77,500.20. The auditors could not obtain a

detail of this amount for verification.

2 CHR 225, Appondix A, C (1) (2) and (b), January 1, 2007, states in part, «.. To be allowable

under Federal awards, costs must meet the following general criteria:
a. Benecessary and reasonable for proper and efficient performance and administration of
Federal awards.

b Be allocable to Federal awards under the provisions of 2 CFR Part 225...7

29 CFR 97.20 (2) (1) and (2), Tuly 1, 2007, states in part, “.. States must have financial
management systems in place to account for the expenditure of grant funds, prepate accurate
financial Teports. .. [and] be able to trace funds to 2 level of expenditures adequate to establish
that such funds have not been used in violation of the restrictions and prohibitions of applicable

statuies”

29 CFR 97 40 (a), July 1, 2007, state$ in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant suppotted activities. Grantees must monitor grant and sub-
grant supported activities to assure compliance witti applicable Fedetal requirements...”

29 CFR 97.42 (a) (1) (i), Tuly 1, 2007, requires grantees o maintain all financial and
programmatic records, supporting documents, statistival records, and other records of grantees

considered to be pertinent to program regulations or the graut agreement.

The auditors recormended that the Departments’ bank reconciliations be prepared and
reconciled with the general ledger on a monthly basis. It was also recommended that
managernent consider the consolidation of cash accounts whenever possible.

In the response to the auditors’ finding, the Depattment stated that it concurs with the finding

and recommendation and will consider it as part of its corrective action plan.

stated that the Finance Director and staff prepared a work
th the general ledger in order to coirect all discrepancies. A
Treasury Department to discuss and make
ars. The expected date of

Tnt response to the ID, the Depattment
plan to reconcils ail bank accounts wi
meeting is pending between the Department and the
adjustments to the difference in the accomnts from the past two ye

completion is scheduled for June 2011.

Determination: Based on the information above, this finding is uncorrected, “The Department
should provide evidence ensuring that bank reconciliations have been prepared and reconciled

with the general ledger on a monthly basis and all discrepancies corrected.
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FINDING NO. 3: INVESTMENTS
(08-03) (Pages 73-74)

The auditors’ report disclosed that investments held by the Department pertaining to the
Temporaty Occupational Disability Insutance have not been reconciled with the general ledger

on a monthly basis.

The anditors noted that the Department cannot make the proper collection effort and the
Agency’s Intemnal Accounting system does not propetly present the financial results ofthe

operations.

2 CFR 225, Appendix A, C (1) (8) and (b), January 1, 2007, states in part, “...To be allowable
under Federal awards; costs inust meet the following general criteria:

a. Benecessary and reasonable for proper and efficient performance and administration of
Federal awards.

b Be allocable to Federal awards undex the provisions of 2 CFR Part 225.. 7

29 CFR 97.20 (a) (1) and (2), July 1, 2007, states in part, “.. .States must have financial
management systems in place to account for the expenditure of grant funds, prepare accuzate

financial repotts .. [and] be able to tiace funds to ﬁ.level of expenditures adequate to establish
that such funds have not been used in violation of the restrictions and prohibitions of applicable

statutes.”
29 CFR 97.40 (), Tuly 1, 2007, states in patt, “Grantees are responsible for managing the day-to-

day operations of grant and sub-gtant suppotted activities. Grantecs must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirernents. ..”

29 CFR 97.42 (a) (1) (i), July 1, 2007, reqidres grantees fo maintain all financial and
programmatic records, supporting documents, statistical 1ecotds, and other records of grantees

considered fo be pertinent to program regulations or the grant agreement

The auditors recommended that the Department maintain a proper accounts receivable subsidiary
ledger and concifiate with the amounts recorded in the general ledger for the different funds.

In the 1esponse to the auditors’ finding, the Department stated that it concurs with the finding
and recornmendation and will consider it as part of its corrective action plan.

In response to the ID, the Department states that the PR Disability Program (SINOT) 1s funded
by the quarterly tax imposed fo employers and doesn’t receive federal funds for operation. The
Tnvestment reconciliation is up-to-date and, and the finance Department keeps a monthly register

for the investment transactions in MUNIS.

The PR Disability Program (SINOT) was established in 1968 under Law No. 139. According to

~ Law No. 139, SINOT is funded by the quarterly taxes imposed to employers. Federal funds are
notnsed to support SINOT. ‘




Determination: Based on the above, the finding is corrected.

FINDING NO.4:  ACCOUNTS RECEIVABLE — PROPRIETARY FUNDS |
(08-04) (Pages 74-75) °

The aunditors’ zeport disclosed that the accounts receivable subsidiary ledger maintained by the
Department is not accurate. Additionally, the accounts receivable was not reconciled fo the
general ledger balance during the year for the Unemployment Insurance Fund, Disabilify
Insurance Fund and Drivets Insurance fund.

The auditors noted that the Department’s Internal Accounting System does not present properly
the financial results of the operations of edch fund.. :

2 CER 225, Appendix A, C (1) (2) and (b), January 1, 2007, states in pat, «_..To be allowable
under Federal awards, costs must miest the following general critetia:

a. Be neccssary and reasonable for proper and efficient petformance and administration of
Federal awards.

b. Be allocable to Fedetal awards under the provisions of 2 CFR Part 225...”

7, states in patt, .. .States must have financial

management systems in place to account for the expenditure of grant funds, prepare accutate
s to a leve] of expenditures adequate fo establish

financial reports.. . [and] be able to trace fund
that such funds have not been used in violation of the restrictions and prohibitions of applicable

stafutes

29 CER 9720 (a) (1) and (2), July 1, 200

“Grantces are responsible for managing the day-to-

29 CFR 97.40 (2); Fuly 1, 2007, states in patt,
grant and sub-

day operations of grant and sub-grant supported activities. Grantees must monitor
grant supported activities to assure compliance with applicable Federal requirements...”

29 CHR 9742 (2) (1) (i), July 1, 2007, requires grantces to maintain all financial and
programmatic records, supporting dosuments, statistical records, and other records of grantges

considered to be pertinent to program regulations or-the grant agreement.

The auditors recommended that the Department maintain a proper accounts receivable subsidiary
ledger and conciliate with the amounts recorded in the ‘general ledger for the different finds.
Tn the esponse to thie auditors® finding, the Department stated that it concurs with the finding
and recommendation and will consider it as part of its corrective action plan.

Tn response to the ID, the Department stated that the accounts recait?able for thé Unemployment,
Driver’s Insurance and Disability Insurance (SINQT) funds are the employers’ outstanding
‘sounts seceivable report of Unemployment and

payments of the quarterly taxes. For the ac y
SINOT funds, the PRDOL requested a confractor (EVERTEC) te purge the system. The
PRDOL is studying the récommendations to determine if an amendment to the law to establish
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ptescription ime for accounts Teceivable can be affected.  The exp ected date of completion is

schediled for Tume 2011.

finding is uncorrected. The Department should

Determination: Based on. the above this
which ensuzes that an

ptovide a copy of its policies and procedures on its accounting pro cedures,
accounts receivable subsidiary ledger is maintained and propeily recorded.

FINDING NO. 5: ACCOUNTS RECEIVABLE
(08-05) (PAGE 75)

ent does not maintain a complete subsidiary of
othier accounts receivable. Duting the year the
oflect the actual collectible amount.

The auditors’ report disclosed that the Departm
amounts due from the Rederal Government and
amounts were not reconciled to the general ledger tox

The auditors noted that the Depariment is not using adequate proceduzes over accounts
receivables due to the inadequacy of Tecords

2 CFR 225, Appendix A, C (1) (2) and (b), January 1, 2007, states in part, ©...To be allowable
under Federal awards, costs must meet the following general criferia:

a. Benecessary and reasonable for propet and efficient performance and administration of

Federal awards. :
b. Be allocable to Federal awards under the provisions of 2 CFR Part 225..7

29 CFR 97.20 (a) (1) and (2), Tuly 1, 2007, states in patt, ... States must have financial
ture of grant funds, prepate accurate

management systems in place to account for the expenditur :
financial reports. . [and] be able to trace fiinds to a level of expenditures adequate to establish

that such finds have not beet used in violation of the restrictions and prohiibitions of applicable
statutes.”

“Grantees ate responsible for managing the day-to~
d activitics. Grantees must monitor grant and sub-
applicable Federal requirements. ..”

29 CER 97.40 (a), July 1, 2007, states in part,
day operatio;:x,s of grant and sub-grant supporte
grant supported activities to assure compliance with

29 CFR 97.42 (2) (1) (i), July 1, 2007, requires grantees to maintain all financial and
programmatic records, supporting documents, sfatistical jecords, and other records of graniees

considered to be pertinent fo program regulations or the grant agreement.

ommended that an accouuts receivable subsidiary should be established and the

The aunditors rec
be adjusted and analyzed on a monthly basis.

amounts recorded on the general ledger should

the Departiment stated that it conenrs with the finding

Tn the response to the auditors’ finding, _
t of its corrective action plam.

and recommendation and will consider it as pat
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] artment stated that the accounts receivable module is pending for
implementation. The Finance and Budget departments will be working fo record, by joutnal
entry in the ascounting system, total due from the Federal government for year-end. The
expected date of completion is scheduled for June 2011.

In response to the 1, the Diep

finding is uncorrected. The
able subsidiary has been established

alyzed on a monthly basis.

Determination: Based on the information above, this
Departrment should provide evidence that an accounts receiv
and amounts recorded on the general ledger are adjusted and an

FINDING NO, 6: CAPITAL ASSETS
(08-06) (Pages 76-77)

Department does not have an accounting system that

The auditors’ report disclosed that the
The following

provides for periodic reporting of capital assets under the accrual basis
deficiencies were noted:

» Therecords provided for the auditors’ examination do not provide reasonable assurance
that all additions for the year are identified and accounted for. -

» During the year, the Departmont did not capita]ize' its propetty and equipment
acquisitions, instead the agency charged to expense all the acquired property and -
equipment. Also, there is no reconciliation of acquisitions recorded ot capifal assets list.

% The cost of property and equipment maintained by the Department does not identify any
possible retirements made doting the year. Also, it included acquisition dates but serial

nutibers ate not used consistently based on the acquisition dates.

> A depreciation schedule is not miaintained for the éapital assets held by the Department.

The auditors noted that by not observing the dispositions related to the control and protection of
property increases the risk or loss, inadequate use and other jrre gularities with the property and
impairs the timely defection of these iregularities. Additionally, not being able fo determine the
cost of property and equipment does not permit the Finance Department to prepare complete
accounting records, ledgers and information preserited in the financial statements. Mereover,
not propetly disposing of damaged or obsoleté preperty can cause problems of space Jimitation
and overstatement of property cost accounting records.
2 CFR 225, Appendix A, C (1) (a) and (b), January 1, 2007, states in patt, “...To be allowable
under Pederal awards, costs must meot the following general criferia:

a Benecessary and reasonablo for proper and efficient performance and administration of
Federal awards.

b. Be allocable to Federal awards under the provisions of 2 CFR Part 225..7
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29 CER 97 20 (a) (1) and (2), Tuly 1, 2007, states in paxt, “. ,.States must have financial
management systems in place to account for the expenditure of grant funds, prepare accurate
financial repotts... [and] be able to trace funds to a level of expenditures adequate to establish
that such funds have not been used iri violation of the restrictions and prohibitions of applicable

statutes ”

29 CFR 97.40 (2), July 1, 2007, states in part, “Grantees ate responsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monitot grant and sub-
lance with applicable Federal requirements. . >

grant supported activities to assure comp
29 CFR 9742 {2) (1) (i), July 1, 2007, requires grantees to maintain all financial and
programmatic records, supporting docuinents, statistical records, and other records of grantees
considered to be pertinent to program regulations or the giant agreemont.

The auditors recommended that the Department inprove jts existing procedures which will '
pérmit the establishment and maintenance of appropriate accounting records over the capital
assets for reporting in the financial statements. Additionally, perpetual records be gstablished for~
property end equipment and be updated on a monthly basis with all purchasos, transfers and
retircments of property, Physical inventories should be conducted on an annpal basis.

In the response to the auditors’ finding, the Department stated that it concurs with the finding
and recommendation and will conside it as part of its corrective action plan. -

ent stated that it is working to update the Propetty Ledger and
ation balances. The Department is also in the process of
dule in MUNIS, The expected date of completion is

In zesponse to the 1D, the Departm
incotporate the accumulated depreci
implementing the Capital Assets mo
scheduled for September 2011,

Determination: Based on the information above, this finding is uncorrected. The Depattment

should provide a copy of its pelicies and procedures on its accounting process and submit

evidence that it maintains appropriate accounting 1ecords over its capital assets.

FINDINGNO.7:  ACCOUNIS PAYABLE AND BENEFITS PAYABLE
(08-07) (Bages 77-79)

The auditors’ report disclosed that the Finance Departmerit is not properly using the subsidiary of

accounts payable provided by the computer system (MUNIX). The auditors observed that the

procedures performed by thé accounts payable personnel were limited to process invoices for
payments only and are not following appropriate reporting practices {0 maintain an adequate and
complete subsidiary each month to maintain an adequate and complete subsidiary each month.

The anditors noted that they were ungble to determine the proper recording or liabilities since
there were 1o reliable accounts payable subsidiary Jedgers: Therefore, financial statornents could
not be prepared properly on the acorual basis of accounting,. Additionally, the internal control
structure established on the benefits payable does pot provide assurance that all related

obligations are properly managed and recorded on books.
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9 CER 225, Appendix A, C (1) (a) and (b), January 1, 2007, states in part, “...To be allowable
under Federal awards, costs must meet the following general criferia:
a Benecessary and reasonable for ptoper dnd efficient performance and administration of

Federal awards.
b Be alicoable fo Federal awards under the provisions of 2 CER Part 225...”

29 CER 97.20 (a) (1) and (2), Tuly 1, 2007, states in part, <...States must have financial
ture of grant funds, prepare accutate

managerment systems in place to acconnt for the exp endi
financial reports. .. [and] be able fo trace finds to 2 level of expenditures adequate o establish
that such funds have not been used in viotation of the testrictions and prohibitions of applicable

gtatuies”

29 CFR 97.40 (a), Tuly 1, 2007, states in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant supp orted activities. Grantees must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirements...”

20 CFR 97 42 (2) (1) (i), July 1, 2007, requires praritess to maintain all financial and
programmatic records, supporting documents, statistical records, and ofher records of grantees
considered fo be pertinent to program regulations or the grant agreement.

The auditors recommended that the Finance Department maintain a ledger of all open invoices
and all issued payment vouchers by date and fund. Additionally; the internal control structute
over benefits payable is reviewed in order fo provide assurance of the apptopriate reconciliation

and Tecording.

In the response to the auditors’ finding, the Department stated that it concurs with the finding
and recommendation and will consider it as part of its corrective action plan.

In response to the ID, the Department stated that the Accormts Payable module of the MUNIS is
pending for implementation. Once implemented, the Department’s staff will be rained to record
transactions in MUNIS, The expected completion date is scheduled for December 201 1.

this finding is uncoxrected. The Department should
licies and procedures and subunit evidence that it
chers by date and fund

Determination: Based on the above,
provide a copy of its internal control po
maintains a ledger of all open invoices and payments vou

FINDING NO. 8: PAYROLL
(08-08) (Page 79)

thete wer discropanciss on the amounts of salaties reported

The auditors report disclosed that
Rico Treasury Department for the puxpose of FICA Tax

and reports prepared by the Puetto
retuns.
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The auditors noted that the organization may be recording the incorrect amount for salaty
expense or may not be reporting the correct amount of salaries paid to the IRS

2 CFR:225, Appendix A, C (1) () and (b), Tanuaty 1, 2007, states in patt, “ ..To be allowable
under Federal awards, costs must meet the following general criteria:.

a. Benecessary and reasonable for proper and efficient performance and administration of
Federal awards. '

b. Re allocable to Fedéral awards under the provisions of 2 CFR Part 225.. 2

29 CFR 97.20 (a) (1) and (2), July 1, 2007, states in pait, « _States must have financial
management systers in place to account for the expenditure of grant funds, prepare accurate
finaneial teports... [and] be able to trace funds to a level of expenditutes adegnate to establish
that such finds have not been used in violation of the restrictions and prohibitions of applicable

statutes.”

29 CFR 97 40 (2), Tuly 1, 2007, states in patt, “Grantees ate responsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirements. e

59 CFR 97.42 () (1) (i), July 1, 2007, requires grantees to maintain all financial and
programmatic records, supporting docutnents, statistical records, and other records of grantees
considered to be pertinent to progtam regulations or the grant agreement.

The auditors recommended that Depaitment evaluate its internal control systems and procedures
maintained by the institution in order fo gttain accurate records and safeguards of payroil

transactions.

Tn the responss to the anditors’ finding, the Department stated that it concurs with the finding
and recommeridation and will consider it as part of its cotrective action plan.

T response to the 1D, the Depattment stafed that the PRDOL payroll is managed by the PR
Treasury Department. Once the Department receives the GL-200 (Fuerto Rico Treasury
Department Report), the Finance Department reconciles it with the general ledger’s accounts in

MURNIS.

Determination: Based on the information above, this finding is eorrected.

FINDING.NO. 9: PAYROLL,
(08-0D)  (Page 80)

are and file the

The auditor’s report di_sclosed that that the Department does not prep
there is a lack of sufficient

Tnemployment Insurance and Dis ability Tax Retuns. Additionally,
personpel in the accounting and administrative departments
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The auditots noted th
rehatns.

3 CFR 225, Appendix A, C (1) (&) and (b), January 1, 2007, states in part,
under Tiederal awards, costs must meet the following general criteria:

at the Department may incur penalties for filing of the required Ul tax

.. To beallowable

a Benecessary and reasonable for proper and efficient performance and administration of
Federal awards.

b Be allocable to Federal awards undet the provisions of 2 CFR 225...7

29 CER 9720 (2) (1) and (2), July 1, 2007, states in patt, « States must have financial
raanagement systems in place to acoount for the expenditure of grant funds, prepate accurate
financial repouts... [and] be able to trace funds to & level of expenditures adequate to establish
that such funds have not been used in violation of the restictions and prohibitions of applicable

statites ™

20 CER 97.40 (a), Tuly 1, 2007, states in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant supp orted activities: Grantees must monitor grant and sub-
grant supported activities to assure complianee with applicatile Federal requirements. ..”

29 CFR 9742 (a) (1) (i), July 1, 2007, requires grantees to taintain all financial and
programmatic records, supporting documents, statistical records, and othet records of grantees
considered to be pertinent to program regulations or the grant agreement.

The auditors recommended that the Department evaluate internal control procedures and the
different duties assigned to personmel in order to comply with the different requirements of the

payroll tradsactions.

In the response to the auditors’ finding, the Departraent stated that it concurs with the finding
and recommendation and will consider it as part of its corrective action plan.

Tn responss to the ID, the Department stated that the PRDOL tax depaitmént had registered the
payroll in accordance with the report received from PR Treasury Department, but didn’t prepare
the tax return. To correct the finding, the payroll office prepared the quarterly fax return for
Unemployment and Disability Tnsurance Contribution for the following tax periods: 2008, 2009

and 2010, and will continue filing the returns for future petiods.

rterly Unemployment& Disabi lity

The Depaxtment' submitted a copy of the last three qua .
for the four quarters of 2010. The policies

Tnsurance Contribution reports filed on March 1, 2011
and procedures manual js still pending, :

Detexmination: Based on the above, this finding is coxrected.
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FINDING NO. 10; PAYROLL,
(08-10) (Pages 80-81)

that the Department’s Finarice Department docs not record the

“The auditor’s report disclosed
generally accepted accounting

transactions related to payroll and bonus aceruals as required by
principles

The auditors noted that they were unable to determine the proper recording of payroll relatéd
liabilities. Therefore, a Statement of Net Assets and a Statement of Activitics could not be

prepared on an accrual basis of accounting.

2 CER 225, Appendix A, C (1) (2) and (b), Jaguary 1, 2007, states in part,  ..To be allowable
imder Tederal awards, costs must meet the following general criteria:

a Be necessary and reasonable for proper and efficient performance and administration of
Federal awards.

b. Be allocable fo Federal awards under the provisions of 2 CFR Part 225. ot

29 CFR. 97.20 (a) (1) and (2); July 1, 2007, states in paxt, “_ States maust have financial
management systems in place to accoutit for the expenditure of grant funds, prepaie accurate
financial reports. .. [and] be able to trace funds to a level of expenditures adequate fo establish
that such funds have not been used in violation of the restrictions and prohibitions of applicable

statutes ”

29 CFR 9740 (a), Tuly 1, 2007, states in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-gtant supported activities. Grantess must monitor grant and sub-

grant supported activities to assure compliance with applicable Federal requiréments. 2

29 CFR 9742 (4) (1) (), July 1, 2007, tequires grantees fo maintain all financial and
programmatic records, supporting documents, statistical records, and other records of grantees

considered to be pertinent to program regulations or the grant agreement.

The atiditors recommended that the Department’s Iuman Resources and Finance Department
* establish a system that permits the accumulation of data related to the payroll to be able to

geneyate completed and updated reports on a timely basis.

Tn response to the auditors” finding, the Department stated that it concuts with the ﬁnding and
recommendation and will consider it as pait of its corrective action plan.

artment stated that the PRDOL payroll office prepat ed the annual
d by the PR Treasury Department. This report is prepared in

accordance with the employees’ work houfs obtaitied by KRONOS. These accruals were
al Report, Fiscal Year 2009.

registered in the PR Government Comprehensive Annnal Financi

In response to the ID, the Dep
Christmas bonus report require

indicated that the PR Treasury Department processes the payroll taxes for each

The Department
f the report showing the accumulated total of

payroll period. In addition, PR submitted a copy ©
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report was submitted to the PR Treaswy

Christmas bonuses as of Tune 30, 2009. The _
Rico, Statewide Financial Statements for the 2009

Department for the Commonwealth of Puerto
closing.
above, this finding is uncorrected. The Department

hed and implemented a systemn that permits the
that all repotts are coraplete, accurafe and -

Determination: Based on the information
should provided evidence that it has establis
accummlation of data pertaining fo payroll and ensutes

submitted timely.
FINDING NO. 11: PAYROLL
(08-11) (Pages 82-83)

Resources Department did not

The auditors’ report disclosed that the Depattment’s Human
o that the required documents

review employee’s files on a frequent and/or timely basis to ensut
were obtained.

The auditors noted that the Department did not comply with federal and local labor laws and

regulations.

2 CFR 225, Appendix A, C (1) (a) and (b), Tavmary 1, 2007, states in part, .. To be allowsble
. al criteria;

under Federal awards, costs must meet the following genet

a. Benecessary and teasonable for proper and efficient performance and administration of
Tederal awards.

b, Be allocable to Federal awards under the provisiofis of 2 CFR Part 225...”

29 CFR 97.20 (a) (1) and (2), July 1, 2007, states in pat, “...States must have financial
management systems in place to a¢count for the expenditure of grant funds, prepare accurate
financial reports.... [and] be able to irace funds fo a level of expenditures adequate to establish
that such funds have not been used in violation of the restrictions and prohibitions of applicable

statutes.”

99 CFR 97 40 (8), July 1, 2007, states in part, “Grantees ate responsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirements.. J

29 CFR 97 .42 (a) (1) (@), July 1, 2007, requires grantees to maintain all financial and
programmatic records, supporting doguments, statistical records, and other records of grantees

considered to be pertinent to program regulations o the gtant agreement

The auditors recommended fhat the Depattment’s Hurnan Resources Department 1eview and
update all employee filés. Additienally, a checklist should be maintained with a Tist of all
required and necessary sinformation and should be housed in the fifes. Missing documentation -

. should be immiediately requested from the employee’s employer.
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Tn response to the auditors’ finding, the Department stated that it concurs with the finding and
recommendation and will consider it as part of its cortective action plan. ‘

Tn response to the ID, the Department stated that the PRDOL Human Resources Division is in
the process of verifying and updating the employee’s files according to the agency’s policies..

Determination: Based on the above, this finding is uncoxxected. The Department should
provide evidence that all of its employee’s files have been updated and missing documentation

obtained and housed in the appropriats files.

FINDING NO. 12: INCOME, AND COLLECTION TEST
(08-12) (Page 84)

The auditors’ 1eport disclosed-that 20 income files from the Unemployment Insurance and
Disability Insurance departments were reviewed and it was found that there was no propst
supervision over the wotk performed by the collector. Additionally, there wag no evidence of

the reviewer’s signature on the files.

The auditors noted that errors, misstatements or fiaud on the financial statéments could not be
detected.

20 CER 617.57 (a), Tuly 1, 2007, states in part, that States “make and maintajn records pertaining
10 the administration of the Act as the Scoretary requires and will make all such records
available. ..”

29 CFR 97.20 (a) (1) and (2), July 1, 2007; states in part, « _States must have finanoial
management systems in place to account for the expenditure of grant funds, prepare acouraic
financial reports. .. [and] be able to trace funds to a level of expenditures adequate to establish
that such funds have not been used in violation of the réstrictions and prohibitions of applicable

statutes,”

29 CFR 97 40 (a), July 1, 2007, states in patt, “Grantees are 1esponsible for fnanaging the day-to-
day operations of grant and sub-grant supported activitios. Grantees must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requitements. ..” '

29 CER 97.42 (2) (1) (i), July 1, 2007, requires grantees {o maintain all financial and
programmatic recotds, supporting documerits, statistical records, and other records of grantees

considered to be pértinent to program regulations or the grant agreement.

The auditors recommended that supervising policies should be reviewed by the director of the
department in order to verify proper verifieation procédites. This will help to ensure that al
collection reports (deposits sips, etc.) are verified, comploted and properly safeguarded to
prevent loss or money and important information.
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In tesponse to the auditors, the Depattment concurs with the finding and recommendation and
stated that it will be considered as part of the corrective action plan development and

implementation.

In response to the FAR, the Department submitted a copy of its Corrective Action Plan which
shows that corrective actions measures for this finding have been completed and implemented as
of Tuly 2010. :

The Department provided evidence that as of Tuly 2010, collection reports and vouchers were

reviewed and signed by the Contribution Director. This practice established the necessary
control to ensure complete and proper safeguard to prevent loss of cash and vital information.

Deterwination! Based on the information above, this finding is corrected.

FINDING NO. 13: FILING SYSTEM
(08-13) (Page 85)

The auditors’ report disclosed that a deficioncy in the filing system maintained by the
Department due to information being lost or misfiled. Examples of the deficiency ate as follows:

4. The “Negoicado De Seguridad dé Empleo” did not provide for examination of four
unemployment participants’ records required for the beneficiary test.

b. The Contribution Section did not provide for examination of one employer’s tax refun
during the income and collection fest.

The auditors noted that the Department’s do cuments have not been properly safeguarded and
consequently not available for audit puposes.

29 CFR 97.20 (a) (1) and (2), July 1, 2007, states in patt, “...States must have financial
management systems in place to account for the expenditure of grant funds, prepare accuraio
financial reports... [and] be able to trace 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.™

29 CFR 9740 (&), July 1, 2007, states in part, “Grantees ate responsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirements. ..”

29 CFR 97 .42 (a) (1) (i), July 1, 2007, requires grantees to maintain all financial and
programmatic recoxds, supporting documents, statistical records, and other records of grantees

considered to be pertinent to program regulations or the grant agreement.

The auditors recommended that the Department’s file cabinets be located in safe place and that
paly the authorized person has access toit. In addition, management should evaluate the filing

system in the different departments of the Commonwealth of Puerto Rico
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In response to the anditors, the Department concurs with the finding and recommendation and
stated that it will be considered as part of the corrective action plan and development and

implementation.

In response to the FAR, the Department submitted a copy of its Corrective Action Plan which
shows that corrective actions measures for this finding have been completed and implemented as

of August 2009.

The Depattment has designated a Documents Adrinistraior who will be responsible for the
management or the agency’s documents. Additionally, the Document Administrator will provide
training to management and clerical staff on the document law, regulations, wiitten policies and
procedures and perform audits in the different offices of the Department

nta

Determination: Based on the information above, this finding is corrected,

FINDING NO. 14: FINANCIAL STATEMENTS
(08-14) (PAGE 86)

The auditors’ report disclosed that the Department’s financial statements are not reviewed,
analyzed and reconciled on a montbly basis. It appears that thisis a result of a lack of formal
procedutes or timetables in providing the necessary guidelines to the responsible staff.

The auditors noted that directors, managenient and third parties do not have the reliable financial
information of the Department to make adrhinistrative, iivestment and other decisions.

2 CFR 225, Appendix A, C (1) (a) and (b), January 1, 2007, states in part, “.. To be allowable
undet Fedetal awards, costs thust meet the following general criteria:

a. Be necessary and reasoriable for proper and efficient performance and administration of

Federal awards.
b. Be allocable to Federal awards under the provisions of 2 CFR Part 225...”

29 CFR 97.20 (a) (1) and (2), July 1, 2007, states in part, . ..Statés must have financial
management systems in place to account for the exp end_tture of grant funds, prepare accurate
financial repotts. .. [and] be abls to trace fumds to a level of expenditures.adequate to establish
that such fimds have not been used in violation of the restrictions and prohibitions of applicable

statutes.”

29 CFR.97.40 (3), Iuly 1, 2007, states mpa:tt “Gzantees are esponsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monitor g:ant and sub-

grant supported activities to assure compliance with applicable Federal requirements.. .

29 CFR 97.42 () (1) (i), Tuly 1, 2007, requires grantees to majntain all financial and
programmatic records, supperting documents, statistical records, and other records of gramtees

considered to be pertinent to program regulations or the grant agreement.
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The auditots recommended that a monthly checklist-be prepared to ensute that all proceduzes and
timetables have been met on a timely basis. This will increase the effectiveness of these reports,
aflowing management to actually use the data in the decision making.

In response to the ID, the Department stated that it is updating the Dep artment’s Accounting and
Procedures Mannal (APM). The manual will be evaluaied by management for approval and
implementation. The module of GASB 34 in MUNIS, which produces the financial statements,
is in process to be implemented. The expected date of completion is scheduled for December

2011,
Determination: Based on the information above, this finding is uncorrected. The Department

shonld provide svidence of the implementation of a monthly checklist and financial reporting
policies and procedures to ensure reports are analyzed, reviewed and submitted on a timely basis

FINDING NO.15:  INTERNAL CONTROL OVER FINANCIAL REPORTING
(08-15) (PAGES87-89)

The auditots’ report disclosed that the Department Jacks formal manuals or policies and
procedures for the following areas: :

> The Department has not developed a uniform accounting polices and procedures manual
applicable to all areas, which would enhance the financial repotting process by
establishing uniform procedures for all funds, Thérefore, each employee of ihe
Department is assigned to work in 4 specific area or task but wotk according fo his/her

own expezience without following uniform procedures.

» Improper segregation of duties was noted: For example, the same person in the
Contributions Division (Unemployment Insurance and Non-Occupational Disability
Tnsutance) is responsible for receiving contributions, prepating the bank deposits, and
posting cash receipts and insurance tax collections in the accounting system. In addition,

the bank deposits and remittance reports submitied to the Commonwealth of Puerto Rico
Treasury Department and Finance Department were performed without independent
reviews and authorizations to determine that the reports were complete, acourate and

properly recorded in books for bank reconciliation purposes. Additionally, the
Disbursements Officer of the Benefit Payments Section of the Drivets’ Insurance Fund
and Finance Department prepates the disbursement ledger and signs checks through the

use of the computer system.

> The Department does not record properly all retuned checks as & receivable balance.
Instead, they are automatically adjusted to revenue accounts.

> The Department does not have a formal policies and procedures mannal that will enhance
the uniformity of internal audit procedures among department personnel and increase the
efficiency and effectiveness of the Internal audit department as 2 management monitoring

tool.
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» The Finauce Department does not keep appropriate records regarding the composition of
encumbrance accounts recorded in books on the different funds maintained by the

Agency

ability o produce and prepare financial
the financial position and results of
andit procedures have been

The auditors noted that the Department does not have the
statement on a timely basis, which would accurately reflect
operations for monitoring purposes. Also, no effective internal

performed.

2 CFR 225, Appendix A, C (1) (2) and (b), January 1, 2007, states in pat, ©...Tobe allowable
under Federal awards, costs must meet the following general ctiteria:

. - - - 3 "
a. Benecessary and reasonable for proper and efficient peiformance and administration of

Federal awards.

b. Be allocable to Federal awards under the provisions of 2 CFR Part 225...”

29 CFR 97.20 (2) (1) and (2), Tuly 1, 2007, states in patt, “...States must have financial

management systems in place to account for the expenditure of grant funds, prepare accurate
financial repoits. .. [and] bé able to trace 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.”

20 CER 97.40 (a), July 1, 2007, states in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant gupported activities. Grantees must monitor grant and sub-
grant supporied activities to assure compliance with applicable Federal requitemefits. ..”

20 CER 9742 (a) (1) (i), Tuly 1, 2007, requires grantees o maintain ail financial and
istical records, and other records of grantees

programmatic records, supporting documents, statt
comsidered to be pertinent to program regulations or the grant agreethent.

and implement an accounting policies and

The auditors recommended that management develop
on of duties

procedures manual.  Additionally, management must establish proper segregati
between custody of assets and the accountability and recording processes.

Tn response to the auditors, the Department concws with the finding and recommendation and
will be considered as part of fhe courective action plan development plan and implementation.

tment stated that PRDOL is continuing with the process fo
dures Manual (APM). The manual will be evaluated by
Jementation. The expected time for completion is scheduled

In response to the ID, the Depar
update the Accounting and Proce
management for approval and imp
for December 2011.

Determination: Based on the above, this finding is uncorrected. The Department should
submit a copy of its updated and implemented policies and procedures on financial reporting and
its internal control process and ensure that proper segregation of duties is established.
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FINDING NO. 16: TEST OF. TRANSACTIONS
(08-16) (Pages 89-90)

The auditors’ report disclosed that in reviewing 17 beneficiary files of Laws 52 and 82 it was
noted that certain dociments were missing from the file. . ‘

The auditors noted that possible illegal appropriation or fraud may ocenr and conld not be
détected.

29 CFR 97.20 (2) (1) and (2), Tuly 1, 2007, states i part, ... States must have financial
management systems in place to account for the expenditure of grant funds, prepare accuzate
financial reports. . [and] be able to frace fands to a level of expenditures adequate 10 establish
that snch funds have not been used in violation of the restrictions and prohibitions of applicable

statutes ¥

“Grantees are responsible for managing the day-fo-
d activities. Grantees must monitor grant and sub-~
applicable Federal requirements. . .”

29 C'FR 97.40 (), July 1, 2007, states in part,
day operations of grant and sub-grant suppoite
grant suppotted activities to assure compliance with

The auditors recommended that the Dep artment’s Work Incentive Department propetly monitor
each participant file to assute compliance with the contract.

In response to the auditbxs, the Department states that it concuts with the finding and
{ the corrective action plan

recommendation and stated that it will be considered as part o
development and implementation ‘
In response to the FAR, the Department submitted a copy of its Correctivé Action Plan which
shows that corrective actions measures for this finding havé been cormpleted and implemented &s
of November 2009.
onitoring procedures, patticipant files were

The Depattent established and implémented new m;
reviewed and missing documentation has been placed it

Determination: Based on the information above, this finding is coxrected.

FINDING Nb. 17: TEST 0F'TRA_NSACTIONS~DISBURSEMENTS
(08-17) ' - (Pages 90-91)

The auditors” report disclosed that the Depattment lacks proper monitoring by the Finance
Departinent ag established by law. : .

The auditors noted that possible illegal appropriation or fraud may occur and could not be
detected.
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29 CFR 97.20 (2) (1) and (2), July 1, 2007, states i paxt, .. States must have financial
management systems in place to account for the expenditure of grant funds, prepare accurate

financial reports. .. [and] be able to trace fands to alevel of expenditures adequate to establish
that such funds have not been used in violation of the resttictions and prohibitions of applicable

statutes.”

29 CFR 9740 (a), July 1, 2007, states in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant sppotted activities. Grantees nust monitor grant and sub-
grant supported activities to assure compliance with apphicable Federal requitements...”

The auditors recommended that proper monitoring by the Finance Depattment is essential to
assure that all adminisizative procedures and documents support cach disbursement as required.

In response to the auditors, the Department states that it conctirs with the finding and
recommendation and stated that it will be considered as past of the corrective action plan

development and implementation.

In response to the ID, the Department stated that the Finance Director is evaluating the
procedures for the pre-intervention and payment sections to include them in the Accounting and
Procedures Manual (APM). The expeoted completion date for this finding is scheduled for

Tune 2011.

Detérmination: Based on the information above, this finding is uncorrected. The Department
should provide au updated copy of its monitoring schedule and ensure that all administrative

functions are in compliance with the required regulations.

NO.18: ACCRUED VACATION/SICK LEAVE
(08-18) (Pages 91-92)

The auditors’ report disclosed that the Department lacks a computerized system. in jts HTuman
Resource department as the leave records for each emiployee are managed manually by the

personnel staff of that department.

The auditors noted that the report does not représent the correct leave amount in the financial
statement.

29 CRR 97.20 (a) (1) and (2), July 1, 2007, states in part, “.. States must have financial
management systems in place to account for the expenditure of prant funds, prepare accuiate

financial reports. .. [and] be able to trace funds to & level of expenditures adequate to establish
that such funds have not been nsed in violation of the restrictions and prohibitions of applicable

statutes.”
. 29 CFR 97.40 (2), July 1, 2007, states in part, “Grantees are responsible for managing the day-fo-

day operations of grant and sub-grant supported activities. Graniees must monitor grant and sub-
grant supported activities to assure compliance with applicable Fedetal 1equirements. ..”




w DD -

29 CFR 97.42 (a) (1) (@), Tuly 1, 2007, requires grantees {0 maintain all financial and
programmatic records, suppotting documents, statistical records, and other records of graniecs
consideredto be pertinent to program regulations or the grant agieement

The audifors recommended that management establish a computerized system that allows the

accumulation of data related to each employee’s attendance to be able to generate complete and
updated reports on a timely basis. :

Tn response to the anditors, the Department sfated that it concurs with the finding and
recommendation and stated that it will be considered as part of the corrective action plan

development and implementation.

Action Plan which

Tn response to the FAR, the Department submitted 2 copy of its Corrective
d as of August 2009.

shows that corrective actions measures for this finding have been complete

ONOS, a computetized attendance system which provides &

The Depariment acquired KR!
houts for each of its

complete and up-to-date report of accrued vacation and sick leave
employees.

Determination: Based on the information above, this finding is eorrected.

FINDING NO, 19: EOUIPMENT AND REAL PROPERTY
(08-21) (Pages 93-94)

The auditors’ report disclosed that the Department had no proper accounting and moniforing

procédures over property and accounting {ransactions. ‘There is no formal sub
and equipment that shows acquisitions and dispositions segregated by federal programs.

The auditors noted that equipment cost could not be adequately charged to fedezal programs and
there is no réliable support for equipment amnounts shown on the financial statements.

29 CER 97.20 () (1) and (2), Tuly 1, 2007, states in part, “States must have financial
management systers in place to account for the expen iture of grant funds, prepare accurate

- financial reports. .. [and] be able to trace fiinds to a level of expenditures adequaté fo establish
that such funds have not been used in violation of applicable laws and regulations.”

29 CFR 97 36 (a), July 1, 2007, states in part, “When procuring property and services under a

grant, a State will follow the same policies and proceduzes it uses for procurements fiom its non-

 Federal fund. The State will ensure that every purchase order or other contract includes any
clanses required by Federal statutes ahd executive orders and their implementing regulations...”

29 CFR 97 40, July 1, 2007, states in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monitor grant and sub-

grant supported activities to agsure compliance with applicable Federal requitements and that
performance goals are achieved.. ” '

sidiary of property
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“The auditors recormended the management prepare a deldil of its propetty and equipment as
required by State Regulation and Common Rule, Section 32.

Tn 1esponse to the auditors, the Department states that it concurs with the finding and
recommendation and stated that it will be considered as part of the corrective action plan

development and implementation -

Tn response to the ID, the Depattment stated that the PRDOL is still working to update the
Property Ledger. The conective action to identify the property acquired with federal grants was
done. The Department is in the process of implementing the Capital Assets module in MUNIS.
The expected completion date for this finding is scheduled for September 2011

Determination: Based on the information above, this finding is uncorrected. The Department
should provide an updated copy of its property and equipment schedule and ensure commpliance
with Federal requitements.

FINDING NO. 20: REPORTING
(08-22) (Pages 94-95)

“The auditors’ report disclosed that the Department facks formal policies and procedures for its
financial repotting, internal controls, scgregation of duties, and the Information Technology

Department.
The auditors noted that the Department does not have the ability to produce and prepare financial

statements on a timely basis, which would accurately reflect the financial position and resulis of
the operations for monitoring puzposes. Additionally, no intetnal audits procedures ate being

performed.
29 CFR 97.20 (a) (1) dnd (2), July 1, 2007, states in part, that States must have financial
management systems in place to account for the expenditures of grant funds, prepare accut ate

financial reports and be able to trace fimds to & level of expenditures adequaté to establish that
such funds have not been used in violation of the 1estrictions and prohibitions of applicable

statutes.”
29 CFR 97.40, July 1, 2007, states in part, “Grantees are responsible for managing the day-to-

day operations of grant and sub-giant supported activities. Grantees must monitor grant and sub-
grant supported acfivities to assure compliance with applicable Federal requirements and that

performance goals are achieved...”

29 CFR 97.42 (a) (1) (i), Tuly1, 2007, requires grantees to maintain all financial and
programmatic records, supporting documents, statistical records, and other records of grantees

considered fo be pertinent to program regulations or the grant agreement.

The auditors recommended that the Department properly monitor and foltow up the preparation
of reports to comply with due dates.
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itted a copy of its Corrective Action Plan which

Tn response to the FAR, the Department sub.
finding was completed in October 2009.

shows that corrective actions measures for this

During fhe last four consecutive quarters, the financial reports have been submitted within the'
timeframe. During FY-2010, the Department met the reporting deadlines for filing the financial

status repoits and is in compliance with Federal requirements.

Determination: Based on the information above, this finding is corrected.

FINDING NO. 21: ELIGIBILITY
(08-23) (Pages 93-94)

The audifor’ 1eport disclosed that the Department has inadequate tmonitoting procedures to
follow-up and ensure compliance with eligibility requirements. In its review of 50 participant
eligibility files, they noted that certain documents were missing or actualized in the files.

The auditors noted that management could be subject to administrative sanctions by the Federal

agency.

“make and maintain records pertaining

20 CFR 617.57 (a), July 1, 2007, states in part, that States
will make all such records

1o the administration 6f the Act as the Secretary requires and
available...”

29 CFR 9740 (a), Tuly 1, 2007, states in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant supp orted activities. Crantecs must monitor gravt and sub-
grant supported activities to assure compliance with applicable Federal requiréments...”

29 CFR 9742 (2) (1) (i), July 1, 2007, requires grantees to maintain all financial and
programmatic recotds, sipporting documents, statistical records, and other records of grantecs
considered to be pertinent to prograin regulations or the grant agresment.

The auditors recommended that participant files be reviewed on a regular basis in order to
monitor proceduzes and ascertain that all required documentation be contained in the files.

tment stated that the PRDOL, Unemployment Director issued
ffices directing them to take cotrective actions related to the

The Director encoutaged the staff to follow the procedures
e is scheduled for

In response to the ID, the Depar
wiitten instructions to the local o
2008 Single Audit finding 08-23.
according fo federal and state guidelines. The expected completion dat
September 2011.

this finding is wncorrected. The Department

Determination: Based on the information above,
quired

should provide evidence that participant files are reviewed on a regular basis dnd re
documents contained in the files.
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FINDING NO. 22: \ REPORTING

(08-24) (Pages 97-98)

The anditors’ report disclosed that the Department has not submitted the Data Collection Form
ollection Form and

and the repotting package for the year ending June 2008. The Data C .
reporting package must be submitted by the auditee wihin the earlier of 30 days after the receipt

of the auditors’ report-or nine months after the end of the audit period, unless a longér period is
agreed to in advance by the cognizant agency or the oversight agency for audit.

‘The Single Audit Act requires that auditees submit to the Federal Clearinghouse, designated by
the OMRB, the Data Collection Form and one copy of the reporting package. _

The auditors noted that the Department is not complying with the 1eporting requirements sct ’
forth by federal regulations which could affect the futwre ofits federal grants. Management has
not been able to finish procedures to issug the basie finaricial statements for the fiscal year ended

June 30, 2008 in order to complete its 1eporting requirements.

29 .CFR 97.20 () (1) and (2), July 1, 2007, states in patt, that States must have financial

management systems in place fo account for the expenditures of grant funds, prepare accurate.
financial reports and be able fo trace 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

statates.”
“Grantees ate Iésponsible for managing the day-to-

ted activities. Grantees must monitor grant and sub-
applicable Federa] requirements and that

26 CER 97 40, July 1, 2007, states in part,
day operations of grant and sub-grant suppor
grant supported activities to assure compliance with
performance goals are achieved...”

29 CFR 9742 (2) (1) (@), Tuly 1, 2007, requires grantees to thaintain all financial and,
programmatic records, supporting documents, statistical 1ecords, and other records of grantees

considered to be pertinent to program regulations or the grant agreement.

The anditors recommended that the Depa:ﬂner,it contract with an andit firm to be in charge of the
single audit process before the year end and to close the fiscal year.

Tn response fo the ID, the Department stated that the single audit reports for FY-2009 and
FY-2010 have not been completed. Once the repoits are completed, the PRDOL. will submit the
Data collection form. The expected completion date is scheduled for March 2012.

Determination: Based on the information above, this finding is uncorrected. The Department
should complete and submit the Single Audit reports for FY-09 and FY-10.

B: OUESI‘IONED COSTS: None
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SUMMARY OF ADMINISTRATIVE FINDINGS

| Findings | Corrected | Uncorrected Yindings | Corrected Uncorrected
1 X . 12 X - o
2 X 13 1 X
3 X . 14 o X
4 X S 15 X-
5 X 16
6 X 17 , X
7 X 18 X
8 X 19 . - X
9. X 20 X
10 ' X 21 X . 4
i1 X 22 X
QM&L/ W@&W%AM
KARTM. BAUMANN
Grant Officer
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