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1, :.. : L Q“- ) L o B\"I‘I’IALDETEMATION

JAN 212011 S ES/UI

Mr. Osvaldo Guzmian - :

Auxiliaty Secretary . -

Commonwealth of Puerto Rico- S Ll .

Department of Labor and : : - SEC, AU, RSUNTOS GERENCIALES
Human Resources i ' ‘ :

505 Munoz Rivera ITRH 25 ENEMA pH2iG5

Hato Rey, Puerto Rico 00918
Dear Mr. Guzman:

This letter is to transmit the Grant Officer's (60) Iitial Determination (ID) on an audit of the
Workforce Investment Act progranis opérated by the Commonwealth of Puerto Rico, Department
of Labor and Human Resourges (the Department). The final audit report as issued to the
Employment and Training Administration (ETA) contains twenty-two administrative findings
and no costs were questfoned{ The enclosed ID explains the reasons for the GO’s decision
regarding the administrative findings which are summarized as follows: '

Audit Report No.: 24-11-501-03-001 _

Audit Period: July 1, 2007 through June 30, 2008 .
Amount Questioned: $-0- o ‘
No. of Administrative Findings: 22 ~ - S
No: of Uncorrected Administrative Findings: 17 «

This notification provides the Depatfment with a 60-day informal resolution period within which
to submit detailed documentation and coiTesporionts Which dre relevant fo correctany
unresolved or pending issues inthe 1D, The miormation may be submitted directly to this office,
of thirough the Office of the Regional Admintsiator which will work closely with this office o

thé evaluation of the subpission. The Final Detennjnétiqn will be issued 180 days from the date

of the final audit report, | -

After reviewing the enclosed determination, please advise the assigned Resolution Specialist,
Ana Mulero, at (202) 693-3576-or Muleto :Ana@dol.gov of your preference for the haodling of
the informal resolution process. If you decide to wotk principally with ETA's Regional Office,
please provide the ARS a copy of any corrésponderice atd docunients thaf you provide to that
office. T . ) '



na

To expedite the receipt of your comments wie recom;mﬁnd you express tnail your résponse to the
following:

- U.S. Departnient of Labor/ETA/DPRR
FPB —N-4716 .
200 Conshmtlon Avenue N.W.

“Waghitigton, D.C. 20210. , o
AT’I‘N Ana Ivette Mulero Resoluﬁon Spec1ahst

Sincerely, S
KARIM. BAUMANN '

Grant Officer - _ _
Division of Policy, Review and Resolution, . -

Enclosure
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Washington, D.C. 20210
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SUBTECT: INITIAL DETERMINATION
REFERENCE: = COMMONWEALTH OF PUERTO RICO

DEPARTMENT OF LABOR AND HUMAN RESOURCES

Aud;t No.: 24: 11—501-03 001 :

Grant No! ES-14889-05-55, ES-15720- 06 55, ES- 16241 07-55;
’ : UI—14458 05-55, UI-16770-08-55

Audit Period: July 1, 2007 through June 30, 2008

Questloned Cost; $-0- :

No, of Admiristrative Findings; 22

No. of Uncorrected Admmstratlve Fmdmgs 17

This is the Grant Officer’s (GO) Initial Determmatlon (ID) regarding the findings and
recommendations contained in the single audit report of the Commonwealth of Puerto Rico,
Departiment of Labor and Human Resotitces (the Department).- The audit covered the period
from July 1, 2007 through June 30, 20098. The audit penod identified twenty-two (22)
admuustratwe findings and no costs were questioned,

The audit was performed by Lopez-Vega, CPA, PCS in accordance with generaliy accepted

- anditing standards, the standards apphcable to financial andits contained in Government
Auditing Standards issued by the U.S, Comptroller General, and the provisions outlined in the
Office of Management and Budget (OMB) Circular A-133; Smgle Audits for States Local
Government and Non-Profit orgamzatmns

On October 25, 2010 the U.S, Departrient of Labor, Office of Inspector General issued its final
audit report to the Employment and Training Administration for resolution.- On Novembet 1,
2010, the Division of Policy, ReVIew and Resolutlon (DPRR) transmitted the fibal audit report to

the Department
On Décember 15, 2010, the Departntcent'previ_ded a respohse to the FAR

All ztvailable’ information has been reviewed and considered in developing this ID.



 ADMINISTRATIVE FINDINGS:

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

" The auc‘gitofs’ report disclosed that the Department lacks adequate accounting procedures and
analysis of the accounting transactions recorded duiting the year, as well as providing proper
training and supervision {o the accounting staff. :

. The auditors noted that not preparing and submitfﬁig thonthly reconciled financial statements
does not permit the performance of the following procedures: .

» Detection of irregularities of instances of fraud on a timely basis.
» Preparation of a timely comparison of actual expenditures to-budget (monthly). |

> Discussion of reports with corresponding personnel and feceiving explanations for
significant variations from budget. - S

> Compliance with corresponding financial reporting required by the State-and Federal
 government. .

OMB Circular, A-133, Subpart C, Section 300 (b), revised June 23, 2003, states that the auditee
shall, “maintain internal control 6ver Federal program that provides re asonable assurance that the
© auditee is managing Federal Awards in compliance with laws, regulations, and the provision of
contract or grant agrecinents that could have a material efféct on each of its federal programs.”

2 CFR Patt 225, January 1, 2007, Appendix A, C (1) (a) and (b), states.in part, “...To be
aflowable under Federal awards, cost must meet the following general criferia:

a. Benecessary and reasonable for proper and efficient porformance and administration of
Federal awards. ’ -

b. Be allocable to Federal awafdsi iliidél‘ tﬁé ﬁtdﬁéio’ﬁé of 2 CFR Part 225...”

.29 CFR 97.20 (2) (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 accurate
financial reports... [and] be able to trace funds to a level of expenditurcs adequate to establish
that such funds have not been used in.violation of the restrictions and prohibitions of applicable

statutes.” - : _ :
29 CFR 97.40 (a), July 1, 2007, statesin part,“‘Grén’tééslaifé.re_spbnsible for managing the day-to-

day operatiens of grant and sub-grant supported activities. Grantees must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirements. ..”
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20 CFR 97.42 (a) (1) (i), Tuly 1, 2007, requiresgrantees to maintain all financial and
programmatic records, supporting docuients, statistical revords, and other records of grantees
considered to be pertinent to program regulations or the grant agreement.

The auditors recommended that the Department evaluate and update its policies and procedures
used by the accounting department.

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

In response to the FAR, the Department sitbmitted a copy of its Corrective Actidn Plan and
stated that the corrective active measures for this finding are in process and due for completion in
Janvary 2011.

ETA staff advised that the Department has not provided a copy of its up.dated policies and
procedures on its acodunﬁng process, : ' '

Determination; Based on the above, this finding -iS:'lii:i;CQ:i'féCtéda The Department must
provide a copy its updated accounting policies and procedures. :

FINDING NO. 2: - . CASH —;.BA_NK ACCOUNTS
(08-02) - " (Pages 70-73) '

* The auditors’ report disclosed that the Departinent, Iégkéd proper maintenance and analysis of its
general ledger accounts. The following deficiencies were noted: '

a. Accounting records for the goverﬁmental funds were not reconciled with the frans actions
. presented by the PRIFAS report (GL-15). ~ : '

b. The Department maintains the responsibility over the preparation of the bank
reconciliations for the special revenue fund and the propriely funds bank accoont. The

anditor noted that accounting rgcorﬂgi maintained unreconciled differences in the cash
accourits when compared with bank reconciliations.

¢. Once the bank reconciliation of the special revenue funds were examined, the following
deficiencies were noted: T

- Special Disbursemenis Officer’s reconciliation (367-1002-8) include significant
reconciling items, such as outstanding checks issued over one year that the
Department can not proyide any.supporting cvidence. Also, the reconciliation
balances were not conciliated with the accoumt records. - ‘

. . Account 367-1701-2, an inactive account, does not have a detail for the deposit in
transit amount of $122,367.59; this account Has many other outstanding checks

over a year.
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-+ Account 256-0005-9 with a reconciled balance of $525,798.59 was not possible to
‘identify it among the differént general ledgeis maintained by the Department for
federal funds. T )
- 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 CER Part 225, January 1, 2007, Appendix A, C (1) (a) and (b), states in part, ... To be
allowable under Federal awards, cost must meet the_ _féﬂ()}??jiilg general criteria: .

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

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

29 CFR 97.20 (2) (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 accurate
financial reports... [and] be able to {race 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.” - : X )

29 CFR 97.40 (a), July 1, 2007, states in part, “Grantecs are 1'espoi13ible for managing the day-to-
day operations of grant and-sub-grant supp orted activities. Grantees must monitor grant and sub-
grant supported activitics to assire compliance with applicable Federal requirements...” '

29 CFR 97.42 (a) (1) (@), July 1, 2007, i’eqﬁire's.gr-antees' to mairitain 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 auditors recommended that the Departmont’s bank reconciliations be prepared and
reconciled with the general ledger on a monthty basis. It was also recommended that
" management consider the consolidation of cash accounts whenever possible.

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 cotrective action plan.

In response {o the FAR, the Department submitted a copy of its Corrective Action Plan and
stated that the cotrective actiye measures for this finding are in progress and due for completion-

in December 2010.- .

ETA staff advised that the Departmerit hasnot pidviﬂéd evidénce ensuring that bank
reconciliations have been prepared and reconciled with the general ledger on a monthly basis.

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

must provide-evidence 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 -
Temporary Occupational Disability Insurance have not been teconciled with the general ledger
ori a monthly basis. :

The auditors noted that the Department cannot make tﬁe propet collection effort and the
Agency’s Internal Accounting system dags riot properly. présent the financial results of the
operations. . T

2 CER Part 225, January 1, 2007, Appendix A, C (1) (a) and (b), states in part, “...To be
aflowable under Federal awards, cost must meét the following general criteria;

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

b. Beallocable to Federal awards under the prov-isioné o'f 2 CER P.art 225...7

29 CER 97.20 (a) (1) and (2), July 1,.2007, states in part, «...Statés must have financial
management systems in place fo account for the expenditure of grant funds, prepare accurate
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 97.40 (a), July 1, 2007, states in part, “Grantess arc responsible for managing the day-to-
day operatiotis of grant and sub-gtant supported activities. Grantees must monitor grant and sub-
-grant supported activifies to assure compliance with applicable Federal requiréments...”

29 CFR 97.42 (a) (1) (i), July 1, 2007, requirés grantees to maintain all financial and
programmatic records, supporting documents, statistical records, and other records of grantees
considered to be pertinent to program’ regulfatiqns or:the grant agreement.

The auditors recommended that the Department inaintain étproper accounts receivable subsidiary
ledger and conciliate with the amounts recorded in the general ledger for the different funds.

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.

Tn response to the FAR, the Departiment submltted a, qopy of its Corrective Action Plan which
states the corrective action measnres Tor this finding are in progress-and due for completion in
January 2011. ) :

ETA staff advised that the Department has not provided evidence ensuiing that all investments
maintained by third parties have been prep ared and reconciled with the general ledger on a
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monthly basis, and that the reconciliatios ire reviéwed by personnel over the staff level of the
_ preparer. ' L ' :

Determination: Based on the above, the findig is uncorrected. The Department must provide
evidence that all investments are reconciled on a monthly basis; all investments fransactions are
recorded according to generally. accepted accounting principles; and reconciliations are reviewed
by personnel over the staff level ‘of the preparer. - ‘ ‘

FINDINGNO.4:  ACCOUNTS RECEIVABLE — PROPRIETARY FUNDS
(08-04) ‘ © (PAGES 74-75) ‘ ‘

* The auditors’ repott disclosed that the accounts receivable subsidiary ledger maintained by the
Department is not accurate. Additionally, the accounts receivable was not reconciled to the
general ledger balance during the year for the Unemployment Insurdnce Fund, Disability
Insurance Fund and Drivers Insurance fund. S )

The auditors noted that the Department’s Internal Accounting System does not preseni propetly
the financial results of the opérations of each fund.

2 CFR Part 225, January 1, 2007, Appendix A, C (1) (a) and (b), states in part, ... To'be
allowable under Federal g.wards, cost must meet the following general criteria:

a. Be necessary and.réasonable for proper and Qfﬁéica_g'_c pqrfoﬁnance and administration of
Federal awards. C ' " '

b. Beallocable to Federal awardé 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 systems in place to account for the expenditure of grant funds, prepare accurate
financial reports... [and] be able to trace funds to a level of expenditures adequate to e$t,abﬁsh
that such funds have not been used in violation of the .resfrisliféio'ils and prohibitions of applicable
statutes.” S

29 CFR 97.40 (a), Tuly 1,'20(‘)7', 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 assure compliance with applicable Federal requirements...”

29 CFR 97.42 (a) (1) (), July 1,:200’?, requires.grantees to maintain aﬁ financial and
programmatic records, supp orting docuriehts, statistical fecords, and other records of grantees

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

The auditors recommended that the Dep_arﬁnent‘maintain a proper accounts receivable subsidiary

ledger and conciliate with the amounts recorded in the general ledger for the different funds.
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In the response to the anditors’ ﬁndmg, the D ejﬁqﬁr’ffnéf;tigtated ﬂiat it concurs with the finding
and recommendation and will cohsider itas part of its corrective action plan. '

In response to the FAR, the Department submniitted a coﬁly of its Corrective Action Plan and
stated that the corrective active measures for this finding are in process and due for completion in
December 2010. :

ETA staff advised that the Department has not provided gvidence that'it is maintaining a proper
. accounts receivable subsidiary ledger and has coneiliated it with the amounts recorded in the
general ledger for the different funds. -

Determination: Based on the above this finding is uncorrected. The Department must provide
a copy of its policies and procedures on its accounting procedures and ensuré that an accounts
receivable subsidiary ledger is maintained and properly recorded.

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

The auditors’ report disclosed that the Department does not ‘maintain a complete subsidiary of
amounts dué from the Federal Government and other accounts receivable. During the year the
amounts were not reconciled to the general ledger to reflect the actual collectible amount.

The auditors noted that the Department is not using adequate procedures over accounts
receivables due to the inddequacy of records, - ‘

2 CFR Part 225, January 1, 2007, Appendix A, C (1) () and (b), states in part, “...Tobe
allowable under Federal awards, cost must meet the following general criteria:

a. Be neéessary and reasonable for proper and efficient performance and administration of
Federal awards. . . : -

v

b. Beallocable to Federftl awe_lrds.undei‘:-ﬂl_e pfovisi‘_oné 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 accurate

- 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

© gtatutes.”

29 CFR 97.40 (a), July.1, 2007, sf_ates 111 patt, “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 assure compliance with applicable Federal requirements...”
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29 CFR 97.42 (2) (1) @), July I, 2007, réquires rantées to 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 auditors recommended that all accounts receivable subsidiary should be established and the
amounts recorded on the general ledger should be adjusted and analyzed on a monthly basis.

In the response to the auditors® finding, ﬂ_lé_DSI;alE‘I,_I}@Ilt stated that it concurs with the finding -
and recommendation and will consider it as part of its corrective action plan.

Tn response to the FAR, the Department submitted a copy of its Corrective Action Plan and
. stated that the corrective active measures for this finding are in process and due for completion in

December 2010,

ETA itaff advised that the Deﬁartzﬁeht has not provided cvidence that an accounts receivable -
subsidiary has been established and ainounts recofded orithe general ledger on a monthly basis.

Determination: Based on the infon_‘ﬂatibn above, this finding is uncorrected. The
Department must provide evidence that an accounts receivable subsidiary has been established
and amounts recorded on the general ledger are adjusted and analyzed on & monthly basis.

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

The auditors’ report disclosed that the Department does not have an accounting system that
provides for periodic reporting of capital assets under the accrual basis. The following

deficiencies were noted:

» The records provided for the auditors’ examination do not provide reasonable assurance
that all additions for the year are id_entiﬁe_d and accounted for.

» During the year, the Department did not capitalize ifs property and equipment
acquisitions, instead the agency charged to expense all the acquired property and
equipment. Also, thete is no reconciliation of acquisitions recorded on capital asscts list,

» The cost of property and equipment maintained by the Department does not identify any '
possible retirements made duting the year. Also, it included acquisition dates but serial
numbers are niot used consistently based on ﬂ{g‘@gqqisi‘fion dates.

> A depreciation schedile jsnot mgintaihed ,fo_i‘ the capital assets held by the Department. -

The auditors noted that by not observing the dispositions related to the control and protection of
propexty increases the risk or loss, inadequate use and other irregularities with the property and
impaifs the timely detection of these drregularities. Additionally, not being able to defermine the
cost of property and equipment does not permit the Finance Department {0 prepare complete



- 9 .
accounting records, ledgers aud information presented in the financial statements. Moreover,
not properly disposing of damaged or obsolete property can cause problems of space limitation
and overstatement of property cost accounting iécords. :

5 CFR Part 225, January 1, 2007, Appendix A, C (1) () and (b), states in part, «...Tq be
allowable under Federal awards, cost must mect the following general criteria; -

a. Benecessary and reasonable for _}S_I_Ope.r and: efficient performance and administration of
Federal awards. . :

b. Be allocable to Federal awards under the provisions of 2 CER Part 225, 2

29 CER 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 accurate
financial reports. .. [and] be able to trace finds to a level of expenditures adequate to establish

that such funds have not been used in violation of theréstrittions and prohibitions of applicable
statutes.” ' ' '

29 CFR 97.40 (a), July 1, 2007, states in patt, “Grantces are responsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must thonitor grant and sub-
grant suppotted activities to assute compliance with applicable Federal requirements:..”

29 CFR 97.42 (a) (1) (@), July 1, 2007, requires grantees to maintain all financial and
programmatic records, supporting documients, statistical records, and other records of grantees
considered to be pertinent to program tegulations or the grant agreement.

The auditors recommended that the Department improve its existing procedures which will
permit the establishment and maintenance of appropriate accounting records over the capital
assets for reporting in the financial statements. Additionally, perpetual records be established for
property and equipment and be updated on a monthly basis with all purchases, transfers and

. retirements of property. Physical inventories should:be conducted on an-annual basis.

In the respoiise to the auditors’ finding, the Department stated thiat it coneurs with the finding
and recommendation arid will consider it as part of its corrective action plan.

" In response to the FAR, the Department submitted a copy of ifs Corrective Action Plan and
stated that the cotrective active measures for this finding are in process and due for completion in

December 2010.

ETA staff advised that the Deparfment lias ndt prqvided a copy ofits updated policies and
procedures on its capital assets and it accrual accounting process. :

Determination: Based on the information above, this finding is uncorrected. The Department
must provide a copy of the policies and procedures on its accounting process and provide
eviderice that it is maintaining appropriate accounting records over its capital assets.
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FINDINGNO.7: ACCOUNYS PAYABLE AND BENEFITS PAVABLE
©08-07) T (Pagés 71-19)

The auditors’ report disclosed that the Finance Department is not properly using the subsidiary of
accounts payable provided by the computer system (MUNIX). The auditors observed that the
procedures performed by the accounts payable personnel were limited to process invoices for
payments only and afe not following appropriate reporting praétices to maintain an adequate and
complete subsidiary each month to mairnfdin an adequateand completé subsidiary each month.

The auditors noted that they were unable to determine the proper recording or liabilities since
there were no reliable accounts payable subsidiary ledgers. Therefore, financial statements could
not be prepared properly on the accrual basis of accouniing. Additionally, the internal control
structure established on the benefits payable does not provide assurafice that all related
obligations are properly managed and recorded on books. : '

2 CFR Part 225, January 1, 2007, Appéndi-;: A,C (1) (@) a‘ﬁd-(b), states in part, “...To be
allowable under Federal awards, cost must mieet the following general criteria:

a. - Be necessary and reasonable for prol.)er and efficient performance and administration of
Federal awards. :

b. Be allocable to Federzil awards under the pmvisions of 2 _CFR Part 225...”

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 accurate
financial reports... [and] be able to trace funds to a level of expendifures adequate to establish
that such funds have not been used in violation of the restrictions and prohibitions of applicablé

statutes.”

29 CFR 97.40 (a), July 1, 2007, states in part, “Gfanftees are responsible for managing the day-to-
day operations of grant and sub-grant stipported activities: Grantees must monitor grant and sub-

grant supported activities to assure complidnce with applicable Federal requirements. o7

29 CFR 97.42 (a) (1) (i), July 1, 2007, requires graﬁteés to maintain all financial and
programmatic records, supp orting documents, statistical records, and other records of grantees
considered to be pertinent to program regulations or the grant agreement. -

The auditors recommended that the Finance Departmerit maintain a ledger of all open invoices
and all issued payment vouchérs by daté andfutid.”. ‘Additioially, the internal control structure
over benefits payable is reviewed in ordef to provide assurance of the approptiate reconciliation
and recording. : c . : -

In the response to the anditors® finding, the Department stated that it concurs with the ﬁnding
and recommendation and will consider it as part of its corrective action plan.
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. Inresponse to the FAR, the Department submitted a copy of its Corrective Action Plan and
stated that the corrective active measures for this finding are in process and.due for completion in
December 2010. : ' '

ETA. staff advised tha; the Deﬁartm_eﬂt has riot provided evidence that ithas established and
maintained a ledger of all open invoices, payment vouchers by dated and fund and assurances
that reconciliations and recordirigs have _b_qe;n ngpletedf.

' Determination: Based on the above, this finding is uncorrected. The Department must
provide a copy of its internal contro] policies and procedures-and evidence that it maintains a
ledger of all open invoices and payments vouchers by date and fund.

FINDING NO. 8: " PAYROLL ..
(08-08) - - (Page9)

The auditors’ report disclosed that there were &isérépancies on the amounts of salaries reported
and reports prepared by the Puerto Rice Treasury Departiment for the purpose of FICA Tax
returns. '

The auditors noted that the organization may bé recording the ingorreoct amount for salary
expense ot may not be reporting the correct amount of salaries paid to the IRS.

2 CER Part 225, January 1, 2007, Appeﬁdjx AC) fa) and (b), states in part, “...To be
allowable under Federal awards, cost must meet the following general criteria:

a. Benecessary and reasonable for propet and efficient pe‘rfom_}ance and administration of
Federal awards.

b. Be allocable to Federal awards ﬁnd,er the provisions of 2 CFR Part 225...”

29 C:FR 97.20 (a) (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 accuraie
financial reports. .. [and] be able to trace funds to a level of expenditures adequate to establish
that such furds have not been used in violation of the restrictions and prohibitions of applic able

statutes.”

29 CFR 97.40 (a), July 1,.200'7 , states in part, “Grantees are regponsiblé for managing the day-to-
day operations of grant and sub-grant sugportcd:adtiﬁﬁé's; Grantees must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirements. . . '

29 CRR 97.42 (a) (1) (), Tuly 1, 2007, tequires grantees to maintain all financial and
prograromatic fecords, supporting documents, statistical records, and other records of grantecs
. considered to be pertinent-to program tegulations or the grant agreement.
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The auditors recommended that D_epartmént evaluate its internal control system and procedures
maintained by the institution-in order to attain accurate tecords and safeguards of payroll
transactions. - ' -

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

In response fo the FAR, the Department submltted a"c‘0i5.y of its Corrective Action Plan which
states the action for this finding as “in process’™and due for completion iri December 2010,

BTA staff advised that the Depariment has not provided a copy of any updated policies and
procedures for its internal control system. .

Determination: Based on the information above, this ﬁndhig is wncorrected. The Department
must provide a copy of its updated policies and prdcediires on its internal control procedures and
ensure that all payroll transactions ‘aré accurate and coniplete.

FINDING NO. 9: . © PAYROLL

(08-09) . _ (Page 80)

The auditor’s report disclosed that that the Department does not prepare and file the
Unemployment Insurance and Disability Tax Returns. Additionally, there is a lack of sufficient
personnel in the accounting and administrative departments. '

The auditors noted that the Deﬁartment may incur peﬁalties for filing of the required UI tax

returns.
2 CER Part 225, January 1, 2007, Appendix A, C (1) (a) and (b), states in part, .. Tobe
allowable under Federal awards, cost-must meet the following general criterta:

‘a Be necessary and reasonable for proper and efficient perfarmance and administration of
Federal awards. : ' '

b. Beallocable to Fedéral awards under the provision's of 2 CFR Part 225...”

26 CFR 97.20 (a) (1) and (2), July 1, 2007, states in part, ...States must have financial
management systems in place to account far the expenditure of grant funds, prepare accurate
financial reports. .. [and] be able to trace funds to a level of expenditures adequate to establish
that such funds have not been used in vislation of the restiictions and prohibitions of applicable
statutes.” C ' ' '

. 29.CER 97.40 (a), July 1, 2007, states in part, “Grantees are responsible for maraging the day-to-

day operations of grant and sub-grant supported activities. Grante¢s must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirements...”
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29 CFR 97.42-(a) (1) (i), July 1, 2007, re.gujres grantees to maintain ail financial and
programrnatic records, supporting docunents, statistical records, and other records of granteecs
considered to be pertinent to program regulations or the grant agreement. '

The auditors recommended that the Depa;trnent evaluate internal control procedures and the
different duties assigned to personnel in order to comply with the different requirements of the
payroll fransactions. - s T R

Tni the response to the anditors’ finding, the Department stated that it concurs with the findin,

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

In response to the FAR, the Department.submitted a copy of its Corrective Action Plan which
states the action for this finding as “in process” and due for'co_mpletion in March 2011.

ETA staff advised that the Dapartmcﬁt:haé not prqﬁd'éd'a' copy of any updated policies and -
procedures for its internal control process. '

Determination: Based on the above, this finding is uncorrected. The Department must
provide a copy of its updated policies and procedures on its internal control process and ensure
that all payroll transactions are accurate and complete.

FINDING NO. 10: " PAYROLL |
(08-10) (Pages 80-81)

The auditor’s report disclosed that the_Depa,;'tmenfs Finance Department does not record the
transactions related to payroll and bonus accruals as required by generally accepted accounting

principles.
The auditors noted that they were unable fo delermine the proper recording of payroll related

liabilities. Therefore, a Statement of Net Asséts and a Sfatement of Activities could not be
prepared on an accrual basis of accounting. ' ‘

2 CFR Part 225, J a.n,uary 1, 2007, Appendix A, C (1) (a) and (b), states in part, “...To be
allowable under Federal awards, cost must meet the following general criteria:

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

b. Be allocable to Federal awards under the pl.rovisions of 2 CER Part 225...”

29 CFR 97.20 (2) (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 accurate
financial repotts. .. [and] be able to trace funds to a level of expenditures adequate to establish
that such funds have not been uised in violation of the restrictions and prohibitions of applicable

statutes.”
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29 CFR 97.40 (a), July 1, 2007, states in patt, .“Gréntee_s are responsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monifor grant and sub-
grant supported activities to assure conipliance with applicable Federal requirements...”

29 CFR 97.42 () (1) (i), Fuly 1, 2007, requires grantees to maintain all financial and
. programmatic records, supporting decuments, statistical recoids, and other records of grantees
considered o be pertinient to program .rqgﬂlations"df'ihg'g”sant,agreement.

The auditors recornmended that the Department’s Tluman Resources and Finance Department
establish a system that permits the accnmulation of data related o the payroll to be able to
generate completed ard updated reports on a timely basis.

In response to the auditors” finding, the Department stated that it goncurs with the ‘ﬁnding and
recommendation and will consider it as part of its corrgctive action plan.

In response to the FAR, The Department partially disagrees with this ﬁhding as it states that the
_ Puerto Rico Treasury Department charges payroll taxes for each pay period, and no year end
accruals are required to be reported. .

ETA siaff advised that the Department has not provided evidence that a system has been
establish which will permiit the accumulation of data and the ability to generaté completed and
updated reports on a timely basis. '

Determination: Based on the information above, this finding is uncorrected. The Department
must provided evidence that it has established and implemented a system that permits the
acoumulation of data pertaining to payroll and ensures that all reports are complete, accurate and

submitted timely.

FINDING NO. 11 PAYROLL '
- (08-11) - (Piges 82-83)

The auditors’ report dis'c_;losed that the Department’s Human Resources Department did not
review employee’s files on a frequent and/or timely basis to ensure that the required documents

were obtained.

The auditors noted that the Department did not comply with federal and local labor laws and
regulations. ' L, - ' )

5 CER Part 225, January 1, 2007, Appendix A, C (1) (2) and (b), states in part, ... To be
allowable under Federal awards, cost must mest the following general c‘rit;ria:

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

"b. Beallocable to Federal awards under the ptoﬁqisit?ig;é_ef 2'CFR Part 225...”
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29 CFR 97.20 (2) (1) and (2), July 1, 2007, states in part, ,..Stafes must have financial
managemet systems in place to account for the expenditure of grant funds, prepare accurate
financial reports... [and] be able to trace funds to a level of expenditures adequate o establish

" that such funds have not been used in violation of the restrictions and prohibitions of applicable
statutes.” J :

29 CFR 97.40 (a), July 1, 2007, states in part, “Crantées 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 with applicable Federal requirements.. 7

29 CFR 97.42 (a) (1) (@), July 1, 2007, requires grantees to 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 auditors recommernided that the Dcpaiiﬁxéﬁt*s’ﬂﬁmaﬂﬁgsoui‘cgs Department review and
update all employee files. Additionally,a checklist should be maintained with a list of all
required and necessary information and should be housed in the files, Missing documentation
should be immediately requested from the employee’s employer.

In 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 FAR, the Deﬁartiﬁe,ht suﬁiﬂittéd a '(';Sp'fj; ofits Corrective Action Plan and
stated that the corrective active measures for this finding are partially completed and due for
completion in June 2011 '

ETA staff advised that the Department has not provided evidence that it has established a system
that will permit the accurmilation of data and the ability to generate completed and updated
_ yeports on a timely basis.

Determination: Based on the above, this"-ﬁnding.is i_iiiélii‘recﬁed_.- The Department must
provide evidence that all of ils employee’s files have been updated and missing documentation
obtained and houged in the appropriate files.

FINDING NO. 12: . INCOME AND COLLECTION TEST

(08-12) * (Page 84) .

The auditors’ report disclosed that 20 incéme files féom the Unemployment Insurance and

' Disability Insurance departments were reviewed and it was found that there was no proper
supervision over the work performed by the collector. Additionally, there was no evidence of
the reviewer’s signatute on the files. :

The auditors noted that exrors, missfatemen"ts or fraud on fhe financial statements could not be
detected. ' : Co '
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20 CER 617,57 (a), July 1, 2007, states inpart, thaf States “make and maintain re¢ords pertaining
to the administration of the Aet as the Secretary requires and will make all such records
available...” o

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 accurate
financial reports. .. [and] be able to.irace funds to, alevél 6f 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 (a); 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 inonitor grant and sub-
-grant supported activities to assure compliance with applicable Federal requirements. . 2

26 CRR 97.42 (a) (1) (), Tuly 1, 2007, requirbs gratitces'to ‘maintain all financial and
programmatic records, supporting documents, statistical records, and other records of grantees
considered to be pertinent to progiam reguldtions or the grant agreement.

The auditorstecommended that supervising policies should be reviewed by the director of the
department in order to verify proper verification procedures. This will help to ensure that al
collection reports (deposits sips, etc.) are verified, completed and properly safeguarded to
prevent loss or money and important information. - :

Tn response to the auditors, the Department concurs with the finding and recommendation and
stated that it will be considered as patt of the corrective action plan development and
implementation. o ’ -

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

of Tuly 2010.

ETA staff advised that the Department has :p_rovi&ed gvidence 1l:hat as of July. 2010, collection
reports and vouchers are being reviewed and signed by the Contribution Director. This practice
establishes the necessary control to ensure complete and proper safeguard to prevent loss of cash

and vital information.

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

* FINDING NO. 13: FILING SYSTEM
(08-13) : " - (Page85)

The auditors’ ¥eport disclosed that a deficiency in the filing system maintained by the
Department due to information being lost or misfiled. Examples of the deficiency are as follows:
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a. The “Negoicado D-e' Seguridad de Eniplpc;’? 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 ene employer’s fax retom
during the income and-collection test. . ' .7

The auditors noted that the Départment’s’nd:oi;‘u,ments Ji4vé not been properly safeguarded and
consequently not available for audit puzposes. - -

29 CFR 97.20 (a) (1) and (2), July 1, 2007, states in part, “...States must have financial
management systems in place to accouht for the exp enditure of grant funds, prepare accurate
financial reports:.. [and] be able to trace 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.” - ' s :

29 CFR 97.40 (a), July 1,.200’7, 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 suppotted activities to assure compliance with applicable Federal requirements...”

29 CFR 97.42 (a) (1) (1), July 1, 2007, requires grantces ‘to maintain all financial and
programmatic records, supporfing 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
only the authorized person has acgess to'it.. In addition, management should evaluate the filing
system in the different departments of the Commonwealth of Puerto Rico.

‘Tn-response to the auditors, 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, R o

In response to the FAR, the Departmént submitted-a copy of its Corrective Action Plan which
shows that corrective actions measuies for this finding have been completed and implemented as
of August 2909. ‘

ETA staff advised that that the Department has designated a Documents Administrator who will
be responsible for the management of the agency’s, docuinents. Additionally, the Document’s -

Administrator will provide training to ,man,ag"a_meht and clerical staff on document law,
regulations, written policies and procedures and peiform audits in the different offices of the

Department

Determination: Based on the information above, this finding is corrected.
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FINDING NO. 14; ' FINANCIAL STATEMENTS
(08-14) . (PAGESS)

The auditors’ report disclosed that the Dei)artment’s financial statements aré not reviewed,
analyzed and reconciled on a monthly basis. It appears that this is a result of a lack of formal
procedures or timetables in providing the necessary gividelines to the responsible staff.

The auditors noted that Directors, mana;gemant and third patties do not have the reliable financial
information of the Department to make administrative, investment and other decisions.

2 CFR Part 225, January 1, 2007, Appendix A, C (1) (2) and (b), states in part, “...To be
allowable under.Federal awards; cost must mect the following general criteria:

a. Be necessary 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 (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 accurate
financial reports. .. [and] be able to trace funds to a level of prendituires adequate to establish
that such funds have not been used in violation of the testfictioris and prohibitions of applicable

statutes.”

29 CFR 97.40 (a), July 1, 2007, states in part, “Grantees aire 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.. 2

29 CFR 97.42 (a) (1) (i), July 1, 2007, requires grantees:fo maintain alf financial and .
programmatic records, supporting documenis, statistical records, and other records of grantees
considefed to be pertinent to program regulations or the grant agreement.

The auditors recommended that a monthly checklist be prepared to ensure that all procedures and
timetables have been met on a timely basis. This will increase the effectivencss of these reports,
allowing management to actually use the data in the decision making.

Tn esponse to the FAR, the Department submitted a copy of its Corrective Action Plan which
shows that corrective actions measuies for this finding are pending and scheduled to be
completed by January 2011. '

ETA staff advised that Department has fiot provided evidence that it has developed and
- maintained a monthly chécklist ensuring procedures and timetables are being met.

Determination; Based on the information above, this finding is uncorrected. The Department
must provide evidence of the implementation of & morithly checklist and financial reporting
policies and procedures to ensure repotts are analyzed, reviewed and submitted on a timely basis.
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FINDING NO. 15:  INTERNAL CONTROL OVER FINANCIAL REPORTING -
(08-15) - © (PAGES 87-89) ' ‘

The auditors’ report disélosed‘that the Department lacks formal manuals or iaolicies and
procedures for the following areas: ) . S

» The Department has not developed a uniform accounting polices and procedures manual
applicable to all areas; which would enhance the financial reporting process by
establishing uniform procedures. for all funds. Therefore, each employee of the
Department is assignéd to work in a specific arca or task but work according to his/her
own-experience without following uniform procedures.

> Improper segregation of duties was noted: For example, the same person in the
Contributions Division (Unemployment Tnsurance and Non-Occupational Dis ability
Insurance) is responsible for recefving contributions, preparing the bank deposits, and
posting cash receipts and insurance tax coliections in the accounting system. In addition,
the bank deposits and remitiance reports submiited to the Commonwealth of Puerto Rico
Treasury Department and Finance Department were performed without independent
reviews and authorizations (o detérmine that the reports were complete, accurate and
properly récorded in books for bank reconciliation purposes. Additionally, the
Digbursements Officer of the Bengfit Payments Section of the Drivers’ Insurance Fund
and Finance Department prepares the disbursement ledger and signs checks through the
use of the computer system. .

> The Department does not record properly all returned checks as a reéeivable balance.
Tnstead, they arc automatically adjusted to revenue accounts.

> The Department does not have a formal policies and procedures manual that will enhance

the uniformity of internial audit procedures among department personnel and increase the
efficiency and effectiveness of the internal audit department as a management monitoring
tool. - S ‘

> The Finance Department does not keep appropﬂate records regarding the composition of
encumbrance accounts recorded in books on the different funds maintained by the

Agency.

The auditors noted that the Department dogs not have the ability to produce and prepare financial
statement on a timely basis, which would aceuraiely reflect the financial position and results of
operations for monitoring purposes. . Also, fo effective internal audit procedures have been
performed. ‘ : ' .

2 CFR Part 225, January 1, 2607, Appendix A, C (1) (a) and (b), states in part, “..Tobe
allowable under Federal awards, ¢ost must meet the followigg_general criteria:

a. Benecessary and reasonable. for pr.opér and _efﬁci_ent‘_peffotmance and administration of
Federal awards. SR :
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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, ©...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 funds to a level of expenditures adequate to establish
_that such funds have not been uséd in ‘violation of the restrictions and prohibitions of applicable

statutes.”

29 CFR 97.40 (), July 1, 2007, states in part, “Grantecs are responsible for managing the day-to-
day operations of grant ahd sub-grant supported activities. Grantees must monitor grant and sub-
grant supported activities to assure eompliance with applicable Federal requirements...” '

20 CER 9742 (2) (1) (), Tuly 1, 2007, requires grantees o maintain all financial and
programmatic records, supporting documenlg, Statistical records, and other records of grantees
considered to be pertinént to program regulations-or the grant agreement

The anditors recommended that management develop and implement an accounting policies and
procedures manual. Additionally, maniagement must establish proper segregation of duties
between custody of assets and the accountability and recording processes.

In response to the auditors, the Departmeﬁ’g CONCUrs Witli-_the finding and recommendation and
will be considered as part of the corrective action plan development plan and implemientation.

In response to the FAR, the Department submitted a copy of its Corrective Action Plan which
shows that corrective actions measures for this finding are partially completed or pending and
scheduled to be completed between June 2011 through September 2011,

ETA staff advised that the Department has not provided a copy 6f its policies and procedures
manual for financial reporting and its interrial control proecss.

Detérmination: ‘Based oh the above, this finding is uncorrected. The Department must 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.

FINDING NO. 16 TEST OF TRANSACTIONS
(08-16) . (Pages 89-90) °

. The auditors® report disclosed that in reviewing 17 beneficiary files qf’ Law 52 and 82 it was
noted that certain documents were missing from the file. .

" The auditors noted that possible iﬁegal appropriation or frand may occur and could not be
detected. ' : ' :

20 CFR 97.20 (a) (1) and (2), July 1, 2007 statcs in pitt, . States must have financial
" management systems in place to account for the sxpenditure of grant funds, prepare accurate



-21-

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.” o - :

29 CER 97.40 (a), July 1, 2007, states in pari, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monitor grant and sub-
giant supported activitics to assure compliancs with applicablé Federal requirements...”

The auditors recommended that the Department’s Work Incentive Department properly monitor
* each participant file to assure compliance with the contract. .

In response to the anditors, 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 '

In response to the FAR, the Department siibrifted a copy of its Corrective Action Plan which
shows that corrective d¢tions measures for this finding have been completed and implemented as
“of November 2009.

BTA staff advised that the Départment has established and imp‘lémented new monitoring

. procedures and files were reviewed and niissing dt_iézime‘htation have been placed in the file.

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

FINDINGNO.17: = . TEST OF TRANSACTIONS-DISBURSEMENTS
(08-17) : _ (Pages 90-91)

The anditors’ report disclosed that the Dep'eilﬁﬂent lacks proper monitoring by the Finance
Department as established by law.

The audjtors noted that possible illegal appropriation or fraud may occur and could not be
detected. : :

29 CER.97.20 (a) (1) and'(2), July 1, 2007, states in part, .. .States must have financial
management systems in place to account for the expenditire of grant funds, prepatre accurdte
financial reports... [and] be able fo trace futids to 4 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 (a), July 1, 2007, statés 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 assure compliance with applicable Federal requirements...”

The auditors recommended that proper monitoring by.the Finance Department is essential to
assure that all administrative procedures and documents support each disbursement as required.
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In response to the auditdr_s-,_ the Department states that it concurs with the finding and
* recommendation and stated that it will be considered as past of the carrective action plan
development and implementation. |

Tn response to the FAR, the Department, submitted a'.béﬁj} of its Corrective Action Plan which
shews that corrective actions measures for this finding are pending and scheduled to be
completed by June 2011. . .

BETA staff advised that Departmént has nof provided a copy of its monitoring schedule and
evidence that administrative procedures dre in compliance with reporting réquirements.

Determination: Based on the information above, this-finding is uncorrected, The Department
must provide an updated copy of its monitoring schedule and ensure that all administrative
functions are in compliance with the required regulations. :

FINDING NO. 18: ACCRUED VACATION/SICK LEAVE,
(08-18) . ¢ (Pages91-92).

The auditors’ report disclosed that the Department 1acks a compiterized system in its Human
Resource department as the leave records for each employée are managed manually by the
personnel staff of that department.

The auditors noted that the report doés not represent the correct leave amount in the financial
statement. : :

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

statuies.”

29 CFR 97.40 (a), July 1, 2007, states in 13art, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant supp orted activities, . Grantees must thonitor graht and sub-
. grant supported activities to assure compliance with applieable Federal requirements...”

29 CFR 97.42 () (1) (), July 1, 2:0()7,‘ requires grantf::es to maintain all financial and
programmatic records, supporting documents, statistical records, and other records of grantees
considered to be pertinent to program regulatiohs or the grant agreement.

. The auditors recommended that Manageinent 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. R
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In response to the auditors, the Department states that it concurs with the finding and
recommendation and stafed that it will be considered as part of the corrective action plan
development and implementation. - ) )

In response to the FAR, the Deparmlent'sﬁﬁmiitecf a copy of its Corrective Action Plan which
shows that corrective actions measures for this fiding have been completed as of August 2009.

ETA. staff advised that the Department acquired Kronos, a computerized attendance system
which provides a complete and up -to-date report of accrued vacation and sick leave hours for

each of its employees.

- Determination: Based on the information above, th;s f}ﬁding is corrected.

FINDING NO. 19: EQUIi’MEN’_I‘ AND REAI PROPERTY
(08-21) (Pages 93-94)

The auditors’ report disclosed that the Dep artment had no proper accounting and moniforing
procedures over property and accounting transastions. There is no formal subsidiary of property
~ and equipment that shows acquisitions and dispositions segregated by federal prograts.

The auditors noted that equiprient cost could not be adequately charged to federal programs and
there is no reliable support for equipment amounts shown on the financial statements.

29 CER 97.20 (a) (1) and (2), July 1, 2007, states in part, “States must have financial
management systems in place to account for the expenditire of grant funds, prepare accurate
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 appii&a%lé laws and regulations.”

29 CFR 97.36 (b) (1), July 1, 2007, states in past, “Grantees and sub-grantess will ﬁse their own
procurement procedures which reflect applicable:State and Local laws and regulations, provided
that the procurements conform to applicable Federal law and the standards identified in this

secton.,.”

29 CFR 97.40, Tily 1, 2007, states in part, “Grantees are responsible for managing the day-to-
day operations of grant and sub-grant suppoited astivities. ' Grantees must monitor grant and sub-
grant supported activities to assure compliatice with applicable Federal requirements and that
performance goals arc achieved...”

The auditors recommended thé management prepare 2 detail of its property and equipment as
required by State Regulation and Commaon Rule, Section 32.

In response to the auditors, the Department_.stafés that it c_ohcurs with the finding and
recommendation and stated that it will be considéred-as pait of the corrective action plan
development and implementation.
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In response to the FAR, the Depariment submitted a copy of its Corrective Action Plan which
shows that corrective actions measures for this finding are pending and scheduled to be

completed by January 2011.

ETA staff advised that the Department has not provided a detailed copy of its property and
equipment schedule as required by the regulations.

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

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

The auditors’ report disclosed that the Department lacks formal policies and procedures for its
finaneial reporting, internal controls segregation of dunes 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 results of
the operations for momtormg purposes. Additionally, no internal audits procedures are being

performed.

29 CFR 97.20 (a) (1) and (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 accurate
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 CER 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. Graniees must monitor grant and sub-
grant supported activities to assure compliance with applicable Federal requirements and that

performance goals are achieved...”

29 CFR 97.42 (a) (1) (i), July 1, 2007, requires grantees to 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 auditors recommended that the Department properly monitor and follow up the preparatron
of reports to comply with due dates. -

In response to the FAR, the Department submitted a copy of its Corrective Action Plan which
shows that corrective actions measures for this finding was completed in October 2009.
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ETA staff advised that during the last four consecutive quarters the financial reporis have begn
submitted within the allowed time. During FY-2010, the Department met the reporting deadlines
for filing the financial status reports and is in compliance with Federal requirements.

Determi_ﬁation: Based on the iﬁformaﬁbn abbve,'tﬂis:ﬁndjng is.correct_ed.

3

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

The auditor’ report disclosed that the Depaxfdn@nt has inadequate monitoring procedures to
follow-up and ensure compliance with eligibility feyiiitements. In its review of 50 participant
eligibility files, they noted that certain documénts were missing or actualized in the files.

The auditors noted that management ¢ould be subject to administrative sanctions by the Federal
agency. ' :

20 CFR 617.57 (a), Tuly 1, 2007, states in part, that States “make and maintain records pertaining
to the administration of the Act as the Secretary, reguires and will make all such records -
available...” o T

29 CER 97.40 (a), July 1, 2007, states in part, “(irantees 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 assure compliance with applicable Federal requirements...”

29 CFR 97.42 (2) (1) (@), J Lily 1, 2007, requires grantees to maintain all financial and
programmatic records, supporting documents,~s§dti$§iqal records, and other records of grantees
considered to bé pertinent to program fegitlations or the grant agresment.

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

Ini response to the FAR, the Department submitted a copy of its Corrective Action Plan which
shows that corrective actions measures for this finding are pénding and scheduled tobe -
completed by June 2011. o S ‘

BTA staff advised that the Department has not provided evidence that it has established
monitoring procedures to ensure compliance with eligibility requirements. The UI Director will
jssue written instructions to the Special Disbursement Officer to take sure that activities are
-carried out in accordance Wlth established requirements. . .

- Determination: Based on the information abévq, this finding is imcorfected. The Department
must provide evidence that participant files are reviewed on a régular basis and required
documents are contained in the files. ' '
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FINDING NO. 22: REPORTING
(0824) - “ (Pages 97-98)

The auditors’ report dlsclosed that the Department has not submltted the Data Collection Form
and the reporting package for the year endmg June 2008. The Data Collection Form and
reporting package must be submiited by the auditee within the earlier of 30-days afier the receipt
of the auditors’ report or nine months after the end of the audit period, unless a longer period is
agreed 1o in advance by the co gnizant agency or the oversight agency for audit.

The Single Audit Act requlres ‘that auditees-submit fo the Federal Clearinghouse des1gnated by
the OMB, the Data Collection Form a.nd one oopy of ‘the reportmg package.

The auditors noted that the Dep artment is not complymg with the reporting requirements set
forth by federal regulations which could affect the future of its federal grants. Management has

' not been able fo finish procedures toissue the basic financial statements for the fiscal : year ended
June 30, 2008 ih order to complete’its reporting requiréments.

29 CFR 97.20 (a) (1) and (2), July 1, 2007, stateés in part, that States must have financial
management systems in place to account for, the expendiiyres of grant funds, prepare accurate
financial reports and be able to trace funds to a level of expenditures adequate to establish that
such funds have not been used i in v1olat10n of the restnctlons and prohibitions of apphcable

statutes.”

29 CFR 97.40, July 1, 2007 states in part, “Grantees are 1esp0ns1b1e for managing the day-to-
day operations of grant and sub-grant supported activities. Grantees must monitor grant and sub-
grant supported activitiés to assure comphanee Wlth apphcable Federal reéquirements and that

performance: goals ate achieved..

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

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

The auditors recommended that the Department coniract with an audit firm to be in charge of the
single andit process before the year end and to close ’I:he ﬁsoal year.

In response to the FAR, the Department sublmfted a copy of its Corrective Action Plan which
shows that corrective action measures for thls finding is in process and scheduled for completion

in March 2012

ETA staff advised that the Department has not provided evidence that the single audits for 2009
and 2010 have been completed Contracts for single audits of fiscal years 2009 and 2010 were
awarded in June 2009 and June 2010, Iespectlvely The, extormal auditors are in the process of
completing the 2009 and 2010 single audzts and’ an‘ficrpated a completion date of March 2012,

Determination: Based on the mformatlon above, this finding i is uncorrected. .




. SUMMARY OF ADMINISTRATIVE FINDINGS

Findings

"Uncorrected

Findings

Corrected,

>4

I_}‘_nc’p'rféét_ed '

12

Corrected - |
S

.-15

16 -

. <

17

_18 -

19

wloo|~aler || |uwlrof—

20

o {
-0

5%%&%%%%%%%

sl bl [ I

das

KARI M. BAUMANN

Grant Officer .

Division of Policy, Review

‘and Resolution ‘. -




