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INDEPENDENT AUDITORS’ REPORT cpadiazmartnezGhotmal.com

TO THE BOARD OF DIRECTORS OF

CRIMINAL JUSTICE COLLEGE OF PUERTO RICO
Gurabo, Puerto Rico

We have audited the accompanying statement of revenues, expenditures and net changes — governmental funds of
the Criminal Justice College of Puerto Rico (Institution) for the year ended June 30, 2009. This financial

statement is the responsibility of Institution's management. Our responsibility is to express an opinion on this
financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of revenues, expenditures and net changes is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statement. An audit also includes
assessing the accounting principles used and the significant estimates made by management, as well as evaluating
the overall statement of revenues, expenditures and net changes presentation. We believe that our audit of the
statement of revenues, expenditures and net changes provides a reasonable basis for our opinion.

As discussed in Note 1, the financial statement of the Institution is intended to present only the revenues,
expenditures, and changes of the governmental funds and do not purport to, and do not, present fairly the financial
position of the Institution as of June 30, 2009, the changes in its financial position, or, where applicable, its cash

flows for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

Also, as discussed in Note 1, the financial statement of the Institution is intended to present the revenues,
expenditures, and changes of the governmental funds of only that portion of the financial reporting entity of the-
Commonwealth of Puerto Rico that is attributable to the transactions of the Institution. They do not purport to, and
do not, present fairly the financial position of the Commonwealth of Puerto Rico as of June 30, 2009, the changes in
its financial position, or, where applicable, its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

in our opinion, the financial statement referred to above present fairly, in all material respects, the revenues,
expenditures and net changes of the Institution for the year ended June 30, 2009, in conformity with accounting
principles generally accepted in the United States of America.

CPA DIAZ-MARTINEZ, PSC

Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2010

Caguas, Puerto Rico
October 30, 2009

1 Member of: American Institute of Certified Public Accountants (AICPA)

Puerto Rico Society of Certified Public Accountants

Enrolled in the AICPA Peer Review Program Since 1988
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GENERAL SPECIAL
FunD Funp ToTAL
REVENUES:

Appropriations from the Commonwealth
Of PUBTO RICO......ccoitneriinrriicecce et $ 6616629 § $ 6,616,269
TUItION ANA FEES....vueenrerereiic ettt - 1,890,274 1,890,274
Interest Eamed...........cocvrcrermnrineiisissie s - 68,291 68,291
Other INCOME.........vermreenrieerinsse st - 27.869 27,869
Total Revenues ..o, 6,616,269 1.986.434 8,602,703

EXPENDITURES:

Instructional and Instruction — Related Services .................. 3,009,799 23,982 3,033,781
Support Services — StUdents............cccooveerverererereeereresnenn, 887,629 887,629
Management and General ACtivities............c.co.eeeiveeeeennenn. 906,753 202,212 1,108,965
Operation and Maintenance of Plant............c...cc.coeeeeemnn. - 32 32
Transportation and Subsistence..............coccoveeenreecvennnen 1,352 6,544 7,896
Professional SEIVICES............cuuurvrruerenreeeeees e 442,692 604,182 1,046,874
Materials and SUPPlES ...........vvvvrerrerieecrceens s 908,922 93,633 1,002,555
Purchase of EQUIpMeNt ...........cc.covvveiveieeeeseee e 217,370 15,953 233,323
ONEIS.....onereeieirerecnr i rssss st 11,585 23919 35,504
Total Expenditures.....................c.oocoveeerieriecceeern, 6.386.102 970457 7,356,559
NET CHANGES.............c.coooommrrrrenctceeerersessses e $ 230167 §$ 1015977 § 1.246,144

See accompanying Notes to the Financial Statement.
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NOTES TO THE FINANCIAL STATEMENT

FoR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

On July 17, 1999, Act Number 155 was approved to establishing the Criminal Justice College of Puerto Rico
(Institution). This Act creates the Institution as a higher education institution empowered to confer university
degrees with academic and operating autonomy. On September 2, 2000, Act Number 321, amend the Act Number
155, to provide academic, fiscal and operational independence to the Institution. This Act authorized the transfer to
the Chancellor of the Institution the responsibility for all personnel, real and personal properties, documents and
available funds.

The Puerto Rico Council of Higher Education has granted a license authorizing the Institution to offer an Associate
Degree in Criminal Justice. The Institution has started the procedures required for obtaining accreditation from the
Middle States Association of Colleges and Schools in order to comply with the requirements for receiving federal
funds.

For fiscal purposes, the Institution operates as a program attached to the operating budget of the Commonwealth of
Puerto Rico approved by the Office of Management and Budget. The operating budget of the Institution is
specifically assigned to the Institution. The Treasury Department of the Commonwealth of Puerto Rico transfer the
funds appropriated by the state to the Institution which proceeds with the corresponding disbursement in
accordance with law and was monitored by the Office of Management and Budget. At June 30, 2008, the
responsibilities authorized by Act Number 321 were transferred to the Institution and the others (transfer of
properties) are pending of final coordination with the corresponding state agencies.

Financial Statement — Measurement Focus and Basis of Accounting

This financial statement is reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Under the modified accrual basis of accounting the revenues are recorded when
susceptible to accrual; as soon as it is both measurable and available. “Available” means collectible within the current
period or soon enough thereafter, normally within sixty (60) days, to be used to pay liabilities of the current period.
Expenditures are generally recognized when the related liability is incurred. Accordingly, the financial statement is in
accordance with accounting principles generally accepted in the United States of America (GAAP) issued by the
Governmental Accounting Standard Board.

The Institution reports the following major governmental funds:

General Fund - This is the general operating fund of the Institution. It is used to account for all
financial resources, except those required to be accounted for in another fund.

Special Fund ~ This is the fund used to account all transactions related with the training of
municipal police enforcement and related agencies for public security. Also this fund is used to
account for service’s fees to students.

continue
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NOTES TO THE FINANCIAL STATEMENT

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continuation

Budget and Budgetary Accounting

The revenues recognized in the General Fund consist of appropriations from the Office of Management and Budget
of the Commonwealth of Puerto Rico for recurrent and ordinary functions of the Institution. The procedures followed
in approving the annual budget is as follows:

1. Between November and December the Institution submits to the Office of Management and Budget of the
Commonwealth of Puerto Rico an operating budget petition for the fiscal year commencing the following
July 1.

2. At the beginning of the ordinary session of the Legislative Assembly of the Commonwealth of Puerto Rico,
the Governor submits a proposed budget for the fiscal year covering the whole operations of the
Commonwealth. This proposed budget includes estimated expenditures and the means of financing them.

3. The annual budget is legally enacted through the approval by the Legislative Assembly of the Joint
Resolution of the General Budget. Subsequently to enactment, the Office of Management and Budget of
the Commonwealth has the authority to make the necessary adjustments to the budget.

Interfund Transactions
The Institution has the following type of transactions among funds:

Interfund Transfers — Legally required transfers that are reported when incurred as transfers-in by
the recipient fund and as transfers-out by the disbursing fund.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
revenues and expenses and disclosures during the reporting period. Actual result may differ from those estimates.

NOTE 2 -~ PENSION PLAN

Description of the Plan

Employees of the Institution participate in the Employee’s Retirement System of the Commonwealth of Puerto Rico
and its Instrumentalities (ERS). The ERS is cost-sharing multiple-employer defined benefit pension plan sponsored
by the Commonwealth under the Act No. 447, approved on May 15, 1951, as amended. ERS covers all regular
employees of the Commonwealth and its instrumentalities and of certain municipalities and components units not
covered by their own retirement systems.

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of Agencies and
Public Instrumentalities, Assistants to the Govemor, the Comptroller of the Puerto Rico, Gubernatorial Board and
Committee appointees and Experimental Service Station employees. ERS provides retirement, death and disability
benefits. Disability retirement benefits are available to members for occupational and non-occupational disabilities.
Retirement benefits depend upon age at retirement and number of years of credited service. Benefits vest after ten
years of plan participation.

continue
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NOTES TO THE FINANCIAL STATEMENT

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 2 - PENSION PLAN - continuation

Members who have attained at least 55 years of age and have completed at least 25 years of creditable service or
members who have attained at least 58 years of age and have completed at least 10 years of creditable service are
entitled to an annual benefit, payable monthly for life. The amount of the annuity shall be 1.5% of the average salary,
as defined, multiplied by the number of years of creditable service up to 20 years, plus 2% of the average salary, as
defined, multiplied by the number of years of creditable service in excess of 20 years. In no case will the annuity be
less than $200 per month.

Participants who have completed at least 30 years of creditable service are entitied to receive the Merit Annuity.
Participants who have not attained 55 years of age will receive up to a maximum of 65% of the average salary, as
defined, or if they have attained 55 years of age will receive up to a maximum of 75% of the average salary, as
defined. Disability retirement benefits are available to members for occupational disability up to a maximum benefit of
50% of the average salary, as defined. However, for non-occupational disability, a member must have at least 10
years of creditable services.

The contribution requirements for both employees and employers are established by law and are not actuarially
determined. Employees are required to contribute 5.775% for the first $550 of monthly salary plus 8.275% for the
excess of this amount, or on the alternative, 8.275% of their monthly gross salary. The Institution is required by Act
No. 447 to contribute 9.275% of its employees’ gross salaries.

Act No. 1 of 1990 made certain amendments applicable to new participants joining the ERS effective April 1, 1990.
These changes consist principally of the establishment of contributions at 8.275% of their monthly gross salary, an
increase in the retirement age to 65, a decrease in the annuity benefit to 1.5% of the average salary, as defined, for
all years of creditable services, a decrease in the maximum disability, and death benefits annuities from 50% to 40%
of average salary, as defined, and the elimination of the Merit Annuity for participants who have completed 30 years
of creditable services.

Law Number 305 was enacted on September 24, 1999, amended the Act Number 447 for the purpose of establishing
a new program (System 2000). System 2000 became effective on January 1, 2000. Employees participating in the
current system (ERS) as of December 31, 1999, may elect either to stay in the defined-benefit plan or transfer to the
new program. Persons joining the government on or after January 1, 2000, will only be allowed to become members
of System 2000.

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under this new plan there will
be a pool of pension assets, which will be invested by the System, together with those of the current defined-benefit
plan. Benefits at retirement age will not be guaranteed by the Commonwealth. The annuity will be based on a formula
which assumes that each year the employees’ contribution (with a minimum of 8.275% up to a maximum of 10%) of
their monthly salary, and will be invested in an account which will either: (a) earn a fixed rate based on the two-year
Constant Maturity Treasury Note or, (b) eam a rate equal to 75% of the return of the System’s investment portfolio
(net of management fees), or (c) earn a combination of both alternatives. Participants receive periodic account
statements similar to those of defined contribution plans showing their accrued balances. Disability pensions are not

being granted under System 2000. The employers’ contributions (9.275% of the employees’ salary) will be used to
fund the current plan.

continue
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NOTE 2 - PENSION PLAN - continuation

If at time of retirement accumulated benefits amount to $10,000 or less may elect to receive a lump sum distribution
up to the accumulated benefits. Under the new program the retirement age is reduced from 65 to 60 for those
employees who joined the current plan on or after April 1, 1990.

Funding Policy

The authority under which the funding policy and the obligations to contribute to the ERS and System 2000 by the
plans’ members, employers and other contributing entities (state of municipal contributions), are established or may
be amended by law.

Contribution requirements are established by law and are as follows:

Institution 9.275% of gross salary
Employees:

Hired on or before March 31, 1990 5.775% of gross salary up to $6,600
8.275% of gross salary over $6,600
Hired on or after April 1, 1990 8.275% of gross salary
Annual Contribution

Total employee contributions to the above-mentioned plans during the fiscal years ended June 30, 2009, 2008 and
2007 amounted to approximately $405,362. The Institution’s contributions during those years are recognized as
total pension expenditures/expenses in the category of administration as follow:

FISCAL YEAR | LAWNO. 447 | SYSTEM 2000
2007 $ 76,819 $ 18,087
2008 163,559 28,744
2009 141,664 26,446

These amounts represented the 100% of the required contribution for the corresponding year. Additionally, changes
made in the types and amounts of benefits offered by special laws and costs of living adjustments, led to a one-time
recommended contribution to fund the retroactive adjustment related to the changes.

The Employee’s Retirement System of the Commonwealth of Puerto Rico provides additional information of the ERS
and System 2000. They issue a publicly available financial report that includes financial statements and required
supplementary information for ERS, as a component unit of the Commonwealth. That report may be obtained by
writing to the Administration at PO Box 42003, Minillas Station, San Juan, PR 00940-2003.

continue
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NOTE 3 - CONTINGENCIES

The Institution is, at present, a defendant in a number of legal matters that arise from alleged improper application
of policies and negligence in the ordinary course of the Institution’s activities. The legal counsel of the Institution has
advised that at this stage in the proceeding of lawsuits he cannot offer an opinion as to the probable outcome.

In addition, the Institution is a defendant or co-defendant in several legal proceedings, which are in discovery stage.
Certain of these claims are covered by insurance. Legal counsel with the information currently available can not
determine the final outcome of these claims, with the exception of one (1) lawsuit related to alleged wrongful & illegal
dismissal, to which the legal council has estimated a potential loss of $300,000.

END OF THE NOTES




