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INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying Statement of Receipts and Disbursements (the Statement) of
the Puerto Rico Police of the Commonwealth of Puerto Rico (the PRP) for the year ended June
30,2011. This Statement is the responsibility of the PRP’s management. Our responsibility is to
express an opinion on this Statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
Statement is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the Statement. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall Statement’s presentation. We believe that our audit provides a
reasonable basis for our opinion.

As described in Note 1 to the Statement, the PRP prepares its Statement of Receipts and
Disbursements on a receipts and disbursements method of accounting, which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States of
America.

In our opinion, the Statement referred to above presents fairly, in all material respects, the
receipts and disbursements of the Puerto Rico Police of the Commonwealth of Puerto Rico for
the year ended June 30, 2011, in conformity with the basis of accounting described in Note 1.

In accordance with Government Auditing Standards we have also issued our report dated
February 28, 2012, on our consideration of the PRP’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

San Juan, PR Manhattan, NY Dominican Republic
PO Box 270233 PO Box 850, Bowling Green Station 12 John F. Kennedy Ave.
San Juan, PR 00927-0233 New York, NY 10274 Antonio Barletta Building
Phone: (787) 758-4620 Phone: (646) 214-1064 Ens. Miraflores, Santo Domingo
Fax: (787) 764-7385 Fax: (917) 591-8701 Phone: (809) 566-9094
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Honorable Emilio Diaz Colon
Superintendent

Puerto Rico Police

San Juan, Puerto Rico

INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Our audit was conducted for the purpose of forming an opinion on the PRP’s Statement of
Receipts and Disbursements as a whole. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by the U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the Statement of the PRP. Such information is the
responsibility of management and was derived from and relates  directly to the underlying
accounting and other records used to prepare the Statement. The information has been subjected
to the auditing procedures applied in the audit of the Statement and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the Statement or to the Statement itself, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
Statement as a whole.

As discussed in Note 7 to the Statement, the PRP has expended certain federal grant funds in a
manner that may have violated certain of the restrictive provisions of the related grants. The
possible outcome of this matter is uncertain at this time. If expenditures are disallowed as a
result of this situation, the PRP may be subject to possible federal claims for refunds of grants
monies.

Tino thmpod A,

February 28, 2012
License No. 221
San Juan, Puerto Rico

The stamp number 2622722 was
affixed to the original of this report.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

NOTES TO STATEMENT OF RECEIPTS AND DISBURSEMENTS

YEAR ENDED JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting entity

The Puerto Rico Police (the PRP) is an agency of the Commonwealth of Puerto Rico
governed by Law No. 53 of June 10, 1996, as amended. The PRP was created to protect
persons and property, to maintain and keep the public order, to observe and secure the
protection of the civil rights of the citizens, to prevent discrimination and persecute crime
and enforce obedience to the laws and municipal ordinances. The Police Superintendent
is appointed by the Governor of the Commonwealth of Puerto Rico.

Basis of presentation

The accounts of the PRP are organized on the basis of two fund types: state funds and
federal funds. The PRP maintains appropriations for several individual state and federal
funds within each fund type. As more fully explained in the section "Basis of
Accounting" below, each fund is accounted for with a set of accounts which include only
receipts and disbursements. No balance sheet accounts are reported. The individual
funds account for the governmental resources allocated to them for purposes of carrying
on specific activities in accordance with laws, regulations and other restrictions. State
funds are appropriated by the Legislature of the Commonwealth of Puerto Rico and are
the funds through which most functions typically are financed. Federal funds reflect the
federal financial assistance managed by the PRP from programs funded by the Federal
Government.

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

Management and Administration - This fund is used to account for resources and
expenditures related to the supervision and coordination of all services and operation of
central level to each police commandance around the island.

Security and Waich of Public Housing - This fund is used to account for resources and
expenditures related to watch service and security of public housing projects to prevent
and eliminate groups dedicated to the traffic of drugs and other criminal activities on
those public facilities.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

NOTES TO STATEMENT OF RECEIPTS
AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of presentation (continued)

FURA - This fund is used to account for the resources and expenditures related to the
establishment of quick action plans in the terrestrial area, aviation and coast to identify,
intercept and confiscate airplanes and boats that try to enter Puerto Rico’s coasts. These
activities work in coordination with the Federal Custom, the Drug Enforcement
Administration, the Coast Guard, the Federal Aviation and the United States Air Force.

Criminal Investigation - This fund is used to account for resources and expenditures
related to the investigations of drug trafficking and the use of drugs, organized crime,
carjacking, fires and the use of illegal explosives, and Type I and other offenses.

Human Resources - This fund is used to account for resources and expenditures for
administrative services of selection, training and professional development of the
personnel of the PRP.

Community Relations - This fund is used to account for resources and expenditures
related to the coordination between the Police Force and the community to develop
activities by establishing communication with citizens’ groups and organizations to
expand the collaboration in the security programs and public watch.

Auxiliary Service of Operations - This fund is used to account for resources and
expenditures related to auxiliary activities and complementary police services directed to
fight the criminal incidence and to administer the laws and regulations for the issuance of
good behavior certificates, licenses and permits for use of guns and private detective
schools.

Police Watch - This fund is used to account for resources and expenditures related to
services for watching and protecting the security of the community.

Governor’s Security - This fund is used to account for resources and expenditures related
to security services and protection of the current and previous governors, their families,
and the Luis Mufioz Marin Foundation.

911 Emergency Services - This fund is used to account for resources and expenditures
related to the regulation, direction and administration of the emergency service calls to
attend the services requested for emergencies.

Tovies Q”/(un/rai/, -73’?11('/5(13,/ ’yi)f{[:)’/ LLP 5
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

NOTES TO STATEMENT OF RECEIPTS
AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of presentation (continued)

Drug Free Zone - This fund is used to account for resources and expenditures related to
the program responsible for the prevention, protection and attention of the health,
security, and welfare of the schools’ students and personnel.

Control and Supervision of Transit - This fund is used to account for resources and
expenditures to maintain public order, prevent accidents, and maintain an adequate level
of security in the public highways.

Special Accounts - This fund is used to account for resources or funds that are deposited
for specific purposes in accordance with its applicable laws. They may come from
service fees, donations from citizens and private entities, other collections from
governmental entities, and authorizations by the Legislature of the Commonwealth of
Puerto Rico, which are designed to attain specific purposes. The expenditures charged to
these accounts are authorized by legislation previously approved.

Basis of accounting

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

Budgetary accounting

Formal budgetary accounting is employed as a management control tool for all funds of
the PRP. Annual operating budgets are adopted each fiscal year through passage of an
annual budget which is approved by the Legislature of the Commonwealth of Puerto Rico
and amended as required throughout the year. Effective June 30, 2001, all unencumbered
budget appropriations of state funds lapse after the end of each fiscal year.

The Statement of Receipts and Disbursements is presented at the programmatic level.
However, budgetary control and accounting is exercised at a lower level to provide
management with detailed control over expenditures at the appropriate budget level.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

NOTES TO STATEMENT OF RECEIPTS
AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Totals memorandum only

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

Subsequent events

Management has evaluated subsequent events through February 28, 2012, the date the
financial statement was available to be issued.

FUND ADVANCES

The PRP receives fund advances from the Treasury Department of Puerto Rico (PRDT)
for the interim financing of federal programs, as authorized by Law No. 21 from the year
1979. This Law establishes that all fund advances made will be reimbursed to the
General Fund of the State’s Treasury as soon as the corresponding federal funds are
received. During the fiscal year ended June 30, 2011, the total payments made by the
PRP of the funds previously advanced by the PRTD were $877,928.

RETIREMENT PLANS

All full-time employees are covered, and must participate in the employee retirement
plan administered by the Employees' Retirement System of the Government of Puerto
Rico and its instrumentalities, which is a cost-sharing multiple employer plan.
Employees must contribute 5.775% for the first $550 of their monthly gross salary and
8.275% for the salary in excess of $550. The PRP contributes 9.275% of total gross
salaries. Total contributions made to the pension plan during the year ended June 30,
2011, amounted to $45,488,359.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

NOTES TO STATEMENT OF RECEIPTS
AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

COMPENSATED ABSENCES

The employees of the PRP are classified as either civil or force personnel. All employees
accrue regular vacation and sick leave at 2.5 days and 1.5 days per calendar month,
respectively. The allowed maximum number of accumulated days of regular vacation
and sick leave is 60 days and 90 days, respectively.

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

TERMINATION BENEFITS

On July 2, 2010, the Commonwealth enacted Act No. 70 to establish a program that
provides benefits for early retirement or economic incentives for voluntary employment
termination to eligible employees, as defined, including employees of the PRP. Act No.
70 established that early retirement benefits will be provided to eligible employees that
have completed between 15 to 29 years of credited service in the Retirement System and
will consist of biweekly benefits ranging from 37.5% to 50 % of each employees’ salary,
as defined. In this early retirement benefit program, the PRP will make the employee and
the employer contributions to the Retirement System and pay the corresponding pension
until the employee complies with the requirements of age and 30 years of credited service
in the Retirement System. Economic incentives are available to eligible employees who
have less than 15 years of credited service in the Retirement System or who have at least
30 years of credited service in the Retirement System and the age for retirement or who
have the age for retirement. Economic incentives will consist of a lump-sum payment
ranging from one-month to six-month salary based on employment years. For eligible
employees that choose the economic incentives and have at least 30 years of credited
service in the Retirement System and the age for retirement or have the age for
retirement, the PRP will make the employee and the employer contributions to the
Retirement System for a five year period. Additionally, eligible employees that choose to
participate in the early retirement benefit program or that choose the economic incentive
and have less than 15 years of credited service in the Retirement System are eligible to
receive health plan coverage for up to 12 months in a health plan selected by management
of the PRP.

The total number of employees who were voluntary terminated was 24. As of June 30,
2011, the total amount of termination benefits paid was $524,357. This amount was not
discounted since was paid within the current fiscal year.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

NOTES TO STATEMENT OF RECEIPTS
AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

COMMITMENTS

Operational Leases - The PRP is obligated under certain leases accounted for as
operating leases. Operating leases do not give rise to property rights or lease obligations;
therefore, neither the assets nor the liabilities of the lease agreements are reflected in the
accounting records. Most of the real property is leased from the Puerto Rico Public
Buildings Authority, a component unit of the Commonwealth of Puerto Rico.

Rent paid during the fiscal year ended June 30, 2011, under these lease agreements
amounted to approximately $23.9 million. Information of the future minimum rental
payments required under operating leases was not available.

CONTINGENCIES

Litigation - The PRP is defendant in lawsuits arising in the normal course of operations,
principally from claims for alleged violation of civil rights and discrimination in
employment practices. According to the laws of the Commonwealth of Puerto Rico, the
PRP is fully represented by the Puerto Rico Department of Justice in defense of all legal
cases against the PRP. Any claims with negative financial impact will be paid from the
General Fund of the Commonwealth of Puerto Rico, with no effect on the budget or
resources of the PRP.

Federal Awards - The PRP participates in a number of federal financial assistance
programs funded by the federal government. Expenditures financed by these programs
are subject to financial and compliance audits by the appropriate grantors or their
representatives. If expenditures are disallowed due to noncompliance with grant program
regulations, the PRP may be required to reimburse the grantors for such expenditures.

The Report on Compliance with Requirements Applicable to Each Major Federal Award
Program and on Internal Control over Compliance in Accordance with OBM Circular A-
133 for the year ended June 30, 2011, disclosed several instances of noncompliance with
applicable laws and regulations that were considered significant deficiencies. Some of
these significant deficiencies were also considered material weaknesses.

PAYROLL BANK ACCOUNT OVERDRAFT

The Special Payer submits, on a monthly basis, a request of funds based on payroll
expenditures of the previous month. The PRP has a service contractor that determines
actual payroll related expenditures. Once such expenditures are determined, the Special
Payer authorizes the Government Development Bank (GDB) to transfer such amount to
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

NOTES TO STATEMENT OF RECEIPTS
AND DISBURSEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

PAYROLL BANK ACCOUNT OVERDRAFT (CONTINUED)

the service contractor, who performs the payroll processing and related payment
procedures.

As of June 30, 2011, the overdraft of the Special Payer payroll bank account amounted to
$18,106,024, since in prior years the cumulative payroll expenditures were greater than
the cumulative amount of funds requested plus the monthly interest charges made by the
bank for the outstanding overdraft balance. The expenditures related to the bank
overdraft are recorded in the accounting records once the Special Payer receives the funds
to repay such bank overdraft. Total interest charges for the fiscal year ended June 30,
2011 amounted to $956,340. During the fiscal year ended June 30, 2011, the total
amount of funds transferred for payment of the interest incurred and principal balance
were $3,046,557. There is no repayment agreement between PRP and GDB.
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COMMONWEALTH OF PUERTO RICO

PUERTO RICO POLICE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2011

Federal Grantor / Pass-Through Grantor /
Program or Cluster Title

CASH ASSISTANCE:

U.S. Department of Housing and Urban Development / Pass

through the Puerto Rico Public Housing

Public Housing Capital Fund

U.S. Department of Justice / Direct Program

FBI — Criminal Investigation Task Force
Drug Enforcement Administration
US Marshall Service Task Force

U.S. Department of Justice / Pass through the Procurement for

Woman Office of Puerto Rico

Stop Violence Against Woman
Stop Violence Against Woman — Recovery Act

U.S. Department of Justice / Pass through the Municipality of San

Juan

Project Safe Neighborhood

U.S. Department of Justice / Pass through the Puerto Rico

Department of Justice

Edward Byrne Memorial Justice Assistance Grant Program
Edward Byrne Memorial Justice Assistance Grant Program -

Recovery Act

(continue)
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Federal
CFDA
Number

14.872

16. XXX
16. XXX
16. XXX

16.588
16.588

16.609

16.738

16.803

Federal
Expenditures

$ 1,903,964

495,998
994,366
71.675

1,562,039

403,016

9.678

412,694

18.892

277,963

2.950.669
3.228.632
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2011
Federal
Federal Grantor / Pass-Through Grantor/ CFDA Federal
Program or Cluster Title Number Expenditures
CASH ASSISTANCE (CONTINUED):
U.S. Department of Justice / Pass through the Interamerican
University of Puerto Rico
Anti-Gang Initiative Program 16.744 $ 75.733

U.S. Department of Transportation / Pass through the
Commission for Security of Transit of Puerto Rico

State and Community Highway Safety 20.600 1.859.911
1.S. Department of the Treasurv / Direct Program

Internal Revenue Service Task Force 21.XXX 10.419
U.S. Department of Health and Human Services / Direct Program

Food and Drug Administration—Criminal Investigation Task Force 93. XXX 748
U.S. Department of Homeland Security / Direct Program

US Immigration Custom Enforcement Task Force 97. XXX 108,016

National Explosive Detection Canine Team Program 97.072 168,516

Port Security Grant Program — Recovery Act 97.116 790.551

1.067.083

(continue)
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Federal Grantor / Pass-Through Grantor/
Program or Cluster Title

CASH ASSISTANCE (CONTINUED):

U.S. Department of Homeland Security / Pass through the
Puerto Rico State Agency of Emergency and Disaster
Administration

Citizen Corps
Homeland Security Grant Program

U.S. Postal Investigation / Direct Program

United State Postal Investigation Service Task Force

See accompanying notes to Schedule of Expenditures of Federal Awards.
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Federal

CFDA Federal

Number Expenditures

97.053 7,491

97.067 79,737
_ 87.228

Unknown 64.200
10,291,54
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2011

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes
the federal grant activity of the Puerto Rico Police of the Commonwealth of Puerto Rico
(the PRP) under programs of the federal government for the year ended June 30, 2011.
The information in this Schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Because the Schedule presents only a selected portion of the operations of
the PRP, it is not intended to and does not support to present the financial position,
changes in net assets, or cash flows of the PRP.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Expenditures reported on the Schedule are reported on the receipts and disbursements
method of accounting. It is drawn primarily from the PRP’s internal accounting
records, which are the basis for the PRP’s Statement of Receipts and Disbursements.
Such expenditures are recognized following the cost principles contained in OMB
Circular A-87, Cost Principles for States, Local, and Indian Tribal Governments,
wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

b. Pass-through entities identifying numbers were not available.

c. The titles of federal awards included in the Schedule are presented as described in the
Catalog of Federal Domestic Assistance. The titles of federal programs that are not
included in the Catalog are identified by the grantor federal agency’s number
followed by “. XXX

RELATIONSHIP TO THE STATEMENT

Expenditures included in the Schedule agree with the amounts included in the
accompanying Statement of Receipts and Disbursements.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

We have audited the Statement of Receipts and Disbursements (the Statement) of the Puerto
Rico Police of the Commonwealth of Puerto Rico (the PRP) for the year ended June 30, 2011,
and have issued our report thereon dated February 28, 2012. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Our report on the Statement discloses that, as
described in Note 1 to the Statement, the PRP prepares its Statement on the receipts and
disbursements method of accounting, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the PRP’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the Statement of Receipts and Disbursements, but not for the purpose of expressing
an opinion on the effectiveness of the PRP’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the PRP’s internal control
over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and was not designed to identify all deficiencies in internal
control over financial reporting that might be significant deficiencies, or material weaknesses
and therefore, there can be no assurance that all deficiencies, significant deficiencies, or material
weaknesses have been identified. However, as described in the accompanying schedule of
findings and questioned costs, we identified certain deficiencies in internal control over financial
reporting that we consider to be material weaknesses and other deficiencies that we consider to
be significant deficiencies.
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Honorable Emilio Diaz Colén
Superintendent

Puerto Rico Police

San Juan, Puerto Rico

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

Internal Control over Financial Reporting (continued)

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the PRP’s Statement will not be prevented, or detected
and corrected on a timely basis. We consider the deficiencies described in the accompanying
schedule of findings and questioned costs as Findings No. 11-01 and 11-02 to be material
weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that
is less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying schedule of
findings and questioned costs as Findings No. 11-03, 11-04 and 11-08 to be significant
deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the PRP’s Statement is free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are
described in the accompanying schedule of findings and questioned costs as Findings No. 11-04
through 11-10.

We also noted certain other matters that we reported to management of the PRP in a separate
letter dated February 28, 2012.

The PRP’s response to the findings identified in our audit is described in the accompanying
Corrective Action Plan. We did not audit the PRP’s response and, accordingly, we express no
opinion on it.
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Honorable Emilio Diaz Colén
Superintendent

Puerto Rico Police

San Juan, Puerto Rico

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

Compliance and Other Matters (continued)

This report is intended solely for the information and use of the management and officials of the
Puerto Rico Police, the Commonwealth of Puerto Rico, federal awarding agencies, pass-through
entities, and other regulatory agencies, and is not intended to be and should not be used by
anyone other than these specified parties.

Tonno Hampod Adades By 2P

February 28, 2012
License No. 221
San Juan, Puerto Rico

The stamp number 2622723 was
affixed to the original of this report.
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Honorable Emilio Diaz Colon Admited in the State of New Jersey
Superintendent

Puerto Rico Police
San Juan, Puerto Rico

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

Compliance

We have audited the compliance of the Puerto Rico Police of the Commonwealth of Puerto Rico
(the PRP) with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to
each of its major federal programs for the year ended June 30, 2011. The PRP’s major federal
programs are identified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the
responsibility of the PRP’s management. Our responsibility is to express an opinion on the
PRP’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the PRP’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination of the PRP’s compliance with those requirements.

As described in Findings No. 11-04 through 11-08 in the accompanying schedule of findings and
questioned costs, the PRP did not comply with the requirements that are applicable to its major
programs, as follow:
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Honorable Emilio Diaz Colén
Superintendent

Puerto Rico Police

San Juan, Puerto Rico

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

Compliance (continued)

Reference Compliance
Number Requirement Major Program
11-04 Allowable Costs/ CFDA 14.872  Public Housing Capital Fund,

Cost Principles CFDA 16.XXX Department of Justice Task Forces,
CFDA 16.588  Stop Violence Against Women,
CFDA 16.738/ Edward Byrne Memorial Justice Assistance
CFDA 16.803  Program, and
CFDA 97.116  Port Security Grant Program - Recovery Act.

11-05, Cash CFDA 16.588  Stop Violence Against Women, and
11-06 Management CFDA 97.116  Port Security Grant Program - Recovery Act.
11-07 Equipment and CFDA 16.588  Stop Violence Against Women,
Real Property CFDA 16.738/ Edward Byrne Memorial Justice Assistance
Management CFDA 16.803  Program,

CFDA 20.600  State and Community Highway Safety, and
CFDA 97.116  Port Security Grant Program - Recovery Act.

11-08 Period of CFDA 16.738 Edward Byrne Memorial Justice Assistance
Availability Program.

11-04 Procurement, CFDA 16.738/ Edward Byrne Memorial Justice Assistance
Suspension and CFDA 16.803  Program, and
Debarment CFDA 20.600  State and Community Highway Safety.

In our opinion, except for the noncompliance described in the preceding paragraph, the PRP
complied, in all material respects, with the requirements referred to above that are applicable to
each of its major federal programs for the year ended June 30, 2011. The results of our auditing
procedures also disclosed another instances of noncompliance with those requirements, which
are required to be reported in accordance with OMB Circular A-133, and which are described in
the accompanying schedule of findings and questioned costs as Findings No. 11-09 and 11-10.
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Honorable Emilio Diaz Colén
Superintendent

Puerto Rico Police

San Juan, Puerto Rico

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

Internal Control Over Compliance

The management of the PRP is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the PRP’s
internal control over compliance with the requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose
of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
an opinion on the effectiveness of PRP’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be significant deficiencies, or material weaknesses and therefore, there
can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have
been identified. However, as described below, we identified certain deficiencies in internal
control over compliance that we consider to be material weaknesses and other deficiencies that
we consider to be significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with the type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected on
a timely basis. We consider the deficiency in internal control over compliance described in the
accompanying schedule of findings and questioned costs as Findings No. 11-04 through 11-08,
and 11-10 to be material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a
federal program that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance. We consider the
deficiencies in internal control over compliance described in the accompanying schedule of
findings and questioned costs as Findings No. 11-01 through 11-03, and 11-09 to be significant
deficiencies.
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Honorable Emilio Diaz Colén
Superintendent

Puerto Rico Police

San Juan, Puerto Rico

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

Internal Control Over Compliance (continued)

The PRP’s response to the findings identified in our audit is described in the accompanying
Corrective Action Plan. We did not audit the PRP’s response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the management and officials of the
Puerto Rico Police, the Commonwealth of Puerto Rico, federal awarding agencies, pass-through
entities, and other regulatory agencies, and is not intended to be and should not be used by
anyone other than these specified parties.

February 28, 2012
License No. 221
San Juan, Puerto Rico

The stamp number 2622724 was
affixed to the original of this report.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2011

SUMMARY OF AUDITORS’ RESULTS

1.

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

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

Deficiencies on internal control over compliance with requirements applicable to major
federal award programs were identified, six (6) of which were considered material

weaknesses and four (4) were considered significant deficiencies.

The independent auditors’ report on compliance with requirements applicable to major
federal award programs expressed the following opinion on each major program:

a. Qualified:

CFDA 14.872 Public Housing Capital Fund

CFDA 16. XXX Department of Justice Task Forces

CFDA 16.588 Stop Violence Against Women

CFDA 16.738/16.803 Edward Byrne Memorial Justice Assistance Program
CFDA 20.660 State and Community Highway Safety

CFDA 97.116 Port Security Grant Program - Recovery Act

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

The audit disclosed findings required to be reported under OMB Circular A-133.

A threshold of $308,746 was used to distinguish between Type A and Type B programs
as those terms are defined in OMB Circular A-133.
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COMMONWEALTH OF PUERTO RICO

PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

SUMMARY OF AUDITORS’ RESULTS (CONTINUED)

The PRP’s major programs were the following:

Name of federal grant

Public Housing Capital Fund

Department of Justice Task Forces

Stop Violence Against Women

Stop Violence Against Women — Recovery Act
Edward Byrne Memorial Justice Assistance Program

Edward Byrne Memorial Justice Assistance Program —
Recovery Act

State and Community Highway Safety

State Fiscal Stabilization Fund — Government Services,
Recovery Act

Port Security Grant Program - Recovery Act

Tovies (///;mz//a l, Sein ('/;({)" R rr{f)'/ LLDP
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CFDA
number

14.872
16. XXX
16.588
16.588

16.738

16.803

20.600

84.397

97.116

Questioned
Costs

$ 14,430
12,836
3,939
39,591

22,504

191,625

$ 284925
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-01 DIBURSEMENTS - STATE FUNDS
Category

Internal control

Condition found

During the year ended June 30, 2011, the PRP charged expenditures to state programs amounting
to $89,464,723 (excluding $346,478,033 related to payroll expenditures and transfers to the
Special Payers). To test compliance with the state laws and regulations, we selected a sample of
34 charges to state funds that totaled $37,766,535 (42%). In testing compliance and internal
controls over allowability and procurement requirements for state funds, we noted the following
exceptions:

1. The supporting documents examined for the payment voucher 11006563 did not indicate
all the services provided by the supplier. Therefore, the transaction was approved for
payment without an assurance that the supplier performed the activities agreed as per the
related quote. The costs related to this case amounted to $15,995.

2. No report of work performed for the payment voucher 11007341 was provided for
examination and no documents were provided that indicated that the PRP personnel
verified that the supplier performed all the activities and complied with the requirements
indicated in the Request for Quote. Also, after review of the contract, the PRP did not
require the supplier such report. Therefore, the transaction was approved for payment
without the assurance that the service was provided as agreed. . The costs related to this
case amounted to $63,490.

Criteria

Article V1, Section 9 of the Constitution of the Commonwealth of Puerto Rico states that the use
of property and public funds will be used only for public activities and for the management and
operation of the institutions of the Commonwealth, and only under authority of law.

Law 230 dated July 23, 1974, as amended, known as “Accountancy Law of the Government of
Puerto Rico”, establishes the public policy as to the control and accounting of the public funds
and property.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-01 DIBURSEMENTS - STATE FUNDS (CONTINUED)

Effect

The exceptions mentioned above resulted in inadequately supported charges to the state funds
amounting to $79,485. The failure to implement internal control procedures by the PRP, such as
thorough managerial review, which should detect and correct, on a timely basis, instances where
controls are not being followed and could elevate the control risk to an unacceptable level..
Also, the lack of review of payments could result in noncompliance and/or misuse of state funds.

Recommendations

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

e FEstablish and implement written policies and procedures, including controls for the
proper review and authorization before and during the processing and payment of PRP
expenditures. Payment documents and related supporting documentation shall be
thoroughly reviewed before they are recorded and processed for payment.

e Payment vouchers shall be properly authorized by the respective PRP representatives and
should be supported with the required documentation.

e The PRP shall adequately train its personnel as to the importance of maintaining and
executing the internal controls and procedures established.

e The PRP should require its personnel to report those instances where no controls or
procedures have been established for which the level of control risk could exceed the
acceptable level established by the PRP’s management
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-02 ACCOUNTING RECORDS
Federal programs

All federal financial assistance programs

Category

Internal control

Compliance requirement

Special tests and provisions

Condition found

During our audit procedures for the fiscal year ended June 30, 2011, we noted the following
deficiencies related to the accounting procedures and financial reporting practices of the PRP:

° The Treasury Department of the Commonwealth of Puerto Rico provides accounting
services to the PRP through its accounting system (PRIFAS). Such system has
inappropriate as well as incomplete month-end and year-end reconciliation and closing
procedures which prevent the timely processing of adjustments and financial statements.
Many transactions and adjustments are posted after the applicable closing with a
retroactive effect since information is not readily available for analysis because of delays
in the processing of information through PRIFAS.

o The PRP should improve the filing procedures, communication and coordination to
permit the prompt retrieval of documents requested, as further explained in Findings No.
11-03 and 11-04.

o The PRP should improve its internal control and procedures for the recording of federal
expenditures. The PRP failed to record or pay some federal expenditures in a timely
manner.

® The PRP should improve its internal controls and procedures for the evaluation, analysis

and pre-audit of invoices, payment documents, and/or financial transactions. as further
explained in Findings No. 11-01 and 11-04.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-02 ACCOUNTING RECORDS (CONTINUED)

Criteria

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

a.

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

i

ii.

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

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

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

i.

ii.

iii.

iv.

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

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

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

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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-02 ACCOUNTING RECORDS (CONTINUED)
Criteria (continued)

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

OMB Circular A-87, Attachment A (C) 4a, states that applicable credits for receipts or reduction
of expenditure-type transactions that offset or reduce expense items allocable to Federal awards
as direct or indirect costs, shall be credited to the Federal award either as a cost reduction or cash
refund, as appropriate. Examples of such transactions are: purchase discounts, recoveries or
indemnities on losses, insurance refunds or rebates, and adjustments of overpayments or
erroneous charges.

Effect

It is very difficult for the PRP to prepare accurate and timely financial reports because of the
limitations on its current accounting system and reporting practices.

Questioned costs
None
Recommendations

The PRP shall revise its accounting practices and policies to provide for an accurate reporting
financial system. This will require a sophisticated plan in coordination with the Treasury
Department for the implementation of an accounting and financial management system that
permits the preparation of accurate financial reports required by the different oversight entities in
a timely manner.

The PRP shall emphasize the importance of maintaining an adequate filing system that allows
the prompt retrieval of documents and related supporting documentation. The PRP shall plan
and implement a mechanized system that permits the efficient filing, tracking and retrieval of
filed documents.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-02 ACCOUNTING RECORDS (CONTINUED)
Recommendations (continued)

The PRP shall adequately train its personnel as to the importance of records safeguarding
procedures, and the proper coordination and communication for the retrieval of documents when
needed.

Additionally, the PRP shall evaluate its internal controls and procedures established for
performing the expenditures adjustments related to claims of federal costs to ensure transactions
are accounted for in a timely manner. Also, the PRP shall review and/or modify the verification
procedures established for the financial transactions in order to timely identify deficiencies or
risk of noncompliance over financial transactions.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-03 PERSONNEL FILES AND PAYROLL

Federal programs

All federal financial assistance programs
Category

Internal control

Compliance requirement

Allowable costs / cost principles

Condition found

As part of our audit procedures, we performed a personnel files test to determine if the
employee’s recruitment conformed to state employment laws and regulations meeting federal
merit system. For this test, we selected a random sample of 40 employees’ files from which
twenty (20) started working for the PRP before 1/1/09 and the other 20 after such date. Our
examination of the employees’ files revealed that the following documents required by the PRP

were missing:

Documents missing

Birth Certificate

ASUME Form

Corruption Record Verification

Certification of Tax return filed (Treasury Dept. Letter 1300-21-02)
Employment Eligibility Verification (Form 1-9)

Salary change form not updated

Salary change form prepared after our examination

Copy of ID with photo

Health Certificate form

Withholding Form *

Informative Manual Work Area free of Drugs (Law # 101-226)
Drug Test

Receipt of Governmental Ethic Law

Receipt of Sexual Harassment Law

Total files
examined

40
40
40
40
40
40
40
40
40
40
40
40
40
40

Exceptions noted

Amount

7
8
1
1
1

14
19
19

1
15

1
23

5

Cases before
1/1/2009

S O = v O

Percentage
of exceptions

17.5%
20.0%
2.5%
2.5%
2.5%
35.0%
47.5%
47.5%
2.5%
37.5%
2.5%
57.5%
2.5%
12.5%

*The income tax withholding form is filed by the Payroll Division and such information was not available for examination.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-03 PERSONNEL FILES AND PAYROLL (CONTINUED)
Condition found (continued)

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

The PRP’s payroll is processed by a private service organization. The PRP’s Finance Division
obtains a payroll register from the private service organization to record payroll and payroll
related expenditures in its accounting records, including journal entries to charge transactions to
the federal programs when reimbursements from federal funds are received.

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

a) During the payroll test, we noted that 32 of the 40 employees selected for testing were
paid through direct deposit. However, in 7 of the 32 cases (22%), no evidence was
provided of the request and authorization of the employee to participate in the direct
deposit system.

b) From the 25 cases were evidence of the request and authorization of the employee to
participate in the direct deposit system were provided, in 4 of the 25 cases (16%), the
account indicated in the Direct deposit payment authorization did not match with the
account where the payment was deposited.

Criteria

Attachment B, Section 8(a) (2) of the OMB Circular A-87 establishes that the cost of
compensation for personnel services is allowable to the extent that it follows an appointment
made in accordance with the governmental unit’s laws and rules and meets the merit system or
other requirements required by federal law, where applicable.

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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-03 PERSONNEL FILES AND PAYROLL (CONTINUED)
Criteria (continued)

Section 20 (b) (6) on Subpart C of the OMB Common Rule establishes that accounting records
must be supported by such source documentation as cancelled checks, paid bills, payrolls, time
and attendance records, contract and subgrant award documents, etc.

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

Effect

Incomplete files and personnel not meeting state employment laws and regulations and federal
merit system could lead to cost disallowances. Lack of controls over the direct deposits
transactions could result in incorrect payments to employees or unauthorized bank accounts. It
could also be interpreted as a failure to establish and monitor internal controls over personnel
files and payroll transactions.

Recommendations

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

e Develop a comprehensive plan to ensure that all the personnel files are complete in
accordance with law.

e File the direct deposit request forms of each employee in the respective file maintained
by the Human Resources Department. Such information should be maintained in
accordance with the law.

o Establish a procedure to verify and approve the transactions entered in the payroll system
by the payroll technicians.

e Perform a review of all the employees that the payroll payment is performed by direct
deposit in order to verify if the bank account indicated in the authorization form agree
with the bank account included in the payroll system. For those cases that the form is not
available, require the employees to complete a new form and/or request a confirmation
letter that the account indicated in the payroll system they are the title holder.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-04 DISBURSEMENT TEST

Federal program

CFDA 14.872 Public Housing Capital Fund

CFDA 16.000 Department of Justice Task Forces

CFDA 16.588 Stop Violence Against Women
CFDA16.738/16.803 Edward Byrne Justice Assistance Grants
CFDA 20.600 State and Community Highway Safety
CFDA 97.116 Port Security Grant Program — Recovery Act
Category

Compliance / Internal control

Compliance requirements

Allowable costs / cost principles
Procurement, Suspension and Debarment

Condition found
In testing compliance and internal controls over allowable cost and procurement and suspension

and debarment requirements, we selected 46 disbursements from the programs listed below that
totaled $8,035,973. The distribution of these disbursements was as follows:

Sample
Items dollar Program Percentage
CFDA No. Program tested amount disbursements tested
14.872 Public Housing Capital Fund 1 $1,903,925 § 1,903,964 99.9%
16. XXX  Department of Justice Task Forces 10 1,421,723 1,654,843 85.9%
16.588 Stop Violence Against Women 7 556,007 793,101%* 70%
16.738/ Edward Byrne Justice Assistance
16.803 Grant 20 1,864,948 3,228,632 58%
20.600 State and Community Highway
Safety 6 1,498,819 1,859,911 80.5%
97.116 Port Security Grant Program 2 790,551 790,551 100 %

&

$8,035973  $10.231,002 19.5%

*Amount excludes the Special Payer liquidation transactions recorded in the cost objective E9050.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-04 DISBURSEMENT TEST (CONTINUED)

Condition found (continued)

The legend of the exceptions noted is as follows:

A.
B.

SN E mmpo

Attendance report not available for examination.

Location indicated in the attendance report does not match the location indicated
in the request of funds submitted by the PRP.

Attendance report did not indicate the location where the agent was assigned.
Disbursement documents not available for examination

Disbursement was not properly supported.

Disbursement was not properly authorized.

Funds requested in excess of actual overtime cost as supported by the attendance
sheets.

Transaction not charged to the correct cost objective.

Expenditure not charged to the correct grant award.

Suspension and debarment certification or verification was not found.

The exceptions mentioned above are the result of the failure to implement adequate internal
control procedures, such as thorough managerial review, which should detect and correct, on a
timely basis, instances where controls are not being followed. The exceptions noted under each
program during the performance of our tests were as follows:

CFDA 14.872 Public Housing Capital Fund

Document Questioned

Date Amount Number A|B|C/D EF G H T Costs
1/26/11 $1,903,925 | 4021178162 | X | X | X $ 14,430
1110000 000 $ 14,430

CFDA 16. XXX Department of Justice Task Forces

Document Questioned

Date Amount Number A/BICIDEF G HTIJ Costs
3/18/11 278,579.53 | 4021178320 X $ 5,517
5/25/11 182,852.65 | 4021178509 X 857
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COMMONWEALTH OF PUERTO RICO

PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-04 DISBURSEMENT TEST (CONTINUED)
Condition found (continued)

CFDA 16.XXX Department of Justice Task Forces (continued)

Document Questioned
Date Amount Number A/B C/DEF G HIJ Costs
4/29/11 | $86,011.20 | 4021178445 X $ 3,502
6/30/11 170,588.88 | 40A1278012 X 1,188
6/30/11 180,623.52 | 4021178461 X 1,772
000 00035 000 $ 12,836
CFDA 16.588 Stop Violence Against Women
Document Questioned
Date Amount Number A\BIC/D EF G HITJ Costs
7/14/10 | $178,707.33 | 40780002 | X | X $ 3,639
11/30/10 20,059.68 | 40780068 X 300
2/28/11 137,188.22 | 40780106 X
1 2000000 10 $ 3,939
CFDA 16.738 / 16.803 Edward Byrne Justice Assistance Grant
Document Questioned
Date Amount Number A|B|C/DEF G H T J Costs
11/30/10 | $36,154.35 | 11796026 $ 1,500
1/31/11 51,008.18 | 40796034 X 2,943
5/13/11 78,785.92 | 40110043 X 51
5/9/11 48,974.72 | 4021178321 X
5/31/11 82,382.78 | 40110048 X | X 3,318
6/30/11 99,447.48 | 40110052 XX 14,691
0001 3 3 0001 $22,503
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-04 DISBURSEMENT TEST (CONTINUED)
Condition found (continued)

CFDA 20.600 State and Community Highway Safety

Questioned
Costs

Document

Date Amount Number
9/17/10 | $52,500.00 | 11006568
9/23/10 | 52,500.00 | 11006569

A|/B|C|D|E|F G H|I

M| -

<
e
<
[
[\
T

00 000

CFDA 97.116 Port Security Grant Program

Document Questioned
Date Amount Number A/B I C/D\EF G HTIIJ Costs
4/1/11 | $395,272.63 | 11008159 X
0000O0O0CO0CT1OQ0O0 8 -
Exceptions Total 2 31 133 5 113 $ 53,708

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

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

i. Permit preparation of reports required by this part and the statutes authorizing the
grant, and
ii. Permit the tracing of funds to a level of expenditures adequate to establish that

such funds have not been used in violation of the restrictions and prohibitions of
applicable statutes.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-04 DISBURSEMENT TEST (CONTINUED)

Criteria (continued)

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

i

ii.

iii.

iv.

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

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

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

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

Source documentation - Accounting records must be supported by such source
documentation as cancelled checks, paid bills, payrolls, time and attendance
records, contract and subgrant award documents, etc.

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

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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-04 DISBURSEMENT TEST (CONTINUED)
Criteria (continued)

Section 35 on Subpart C of the OMB Common Rule establishes that grantees and subgrantees
must not make any award or permit any award (subgrant or contract) at any tier to any party
which is debarred or suspended or is otherwise excluded from or ineligible for participation in
Federal assistance programs under Executive Order 12549, “Debarment and Suspension.”

Effect

Above conditions could result in noncompliance with federal regulations and cost disallowances
by the grantors.

Questioned costs

53,708

Recommendations

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

e FEstablish and implement written policies and procedures for all aspects of the program,
including controls for the proper review and authorization during the processing and
payment of programs’ expenditures.

e Establish and implement written policies and procedures for the evaluation of claims for
reimbursement of funds made to grantors or federal agencies that required the review of
the supporting documents related to the claim and the accuracy of the amount of funds
requested for reimbursement.

e Payment documents and related supporting documentation shall be thoroughly reviewed
before they are recorded and processed for payment. All payment vouchers shall be
properly authorized by the respective PRP’s representatives and shall be supported with
all the required documentation.

o Provide adequate training to employees regarding each program requirements and proper
disbursement processing and coding procedures.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-04 DISBURSEMENT TEST (CONTINUED)

Recommendations (continued)

Establish policies and procedures to document the verification procedures for identifying
suspended or debarred vendors. It would reduce the risk of noncompliance with federal
regulations and cost disallowances by the grantors.

Establish a monitoring unit to examine and evaluate the PRP transactions as of
compliance with programs applicable laws and regulations and follow-up when
corrective actions are needed to be implemented.

Torvres Slompraid, »7;?/”0/2{1)“ / ?ﬂl‘/}" YL 39

Certified Public Accountants and Business Consultants



COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-05 CASH MANAGEMENT
Federal program

CFDA 16.588 Stop Violence Against Women
Category

Compliance / Internal control

Compliance requirement

Cash management

Condition found

In the grant agreements for the Stop Violence Against Women program, the PRP may request
funds under the advance method of funding. From the sample of disbursements mentioned in
Finding No. 11-04 (which represents 70% of total funds expended), we examined the funds
requests and their receipts. After performing such procedure, we noted that in five (5) of the 7
transactions selected (71%) the days elapsed from the transfer date through the disbursement
date was between 29 to 245 days.

Criteria

Part 3 of the Compliance Supplement of the OMB Circular A-133 establishes that when funds
are advanced, recipients must follow procedures to minimize the time elapsing between the
transfer of funds from the U.S. Treasury and its disbursement. When advance payment
procedures are used, recipients must establish similar procedures for subrecipients.

Section 20 (b) (7) on Subpart C of the OMB Common Rule establishes that procedures for
minimizing the time elapsing between the transfer of funds from the U.S. Treasury and
disbursement by grantees and subgrantees must be followed whenever advance payment
procedures are used.

31 CFR 205.33 establishes that a State must minimize the time between the drawdown of Federal
funds from the Federal government and their disbursement for Federal program purposes. A
Federal Program Agency must limit a funds transfer to a State to the minimum amounts needed
by the State and must time the disbursement to be in accord with the actual, immediate cash
requirements of the State in carrying out a Federal assistance program or project.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-05 CASH MANAGEMENT
Criteria (continued)

The timing and amount of funds transfers must be as close as it is administratively feasible to a
State's actual cash outlay for direct program costs and the proportionate share of any allowable
indirect costs. States should exercise sound cash management practices in fund transfers to
subgrantees in accordance with OMB Circular A-102.

The contract between the Procurement for Women Office of Puerto Rico (PWOPR) and the PRP,
under term and condition two (2) establishes that PWOPR authorizes the use of funds granted via
a monthly request of funds. The method for financing the program will be the reimbursement
method.

Effect

Noncompliance with the above mentioned requirement could lead to administrative actions by
the grantor. It could also be interpreted as a failure to manage federal awards in compliance with
laws, regulations, and provisions of contracts and grant agreements.

Questioned costs

None

Recommendations

The PRP shall request funds from the grantors only for immediate needs. Whenever payment
amounts are adjusted after the funds were requested or received, such excess of cash should be
returned immediately to the grantor or federal agency.

Also, the PRP shall train the program’s personnel and the budget technician of the program on
those federal regulations related to cash management requirements. We recommend the PRP to

establish adequate supervision and related procedures to ensure compliance with these
requirements.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-06 CASH MANAGEMENT

Federal program

CFDA 97.116 Port Security Grant Program — Recovery Act
Category

Compliance / Internal control

Compliance requirement

Cash management

Condition found

In the grant agreements for the Port Security Program — Recovery Act, the PRP is required to
request funds in accordance with 31 CFR 205. From the sample of disbursements mentioned in
Finding No. 11-04 (which represents 100% of the total funds expended), we examined the funds
requests and their receipt. After performing such procedure, we noted that in both transactions
selected (100%) the days elapsed from the transfer date through the disbursement date was
between 16 to 21 days.

Criteria

Part 3 of the Compliance Supplement of the OMB Circular A-133 establishes that when funds
are advanced, recipients must follow procedures to minimize the time elapsing between the
transfer of funds from the U.S. Treasury and its disbursement. When advance payment
procedures are used, recipients must establish similar procedures for subrecipients.

Section 20 (b) (7) on Subpart C of the OMB Common Rule establishes that procedures for
minimizing the time elapsing between the transfer of funds from the U.S. Treasury and
disbursement by grantees and subgrantees must be followed whenever advance payment
procedures are used.

31 CFR 205.33 establishes that a State must minimize the time between the drawdown of Federal
funds from the Federal government and their disbursement for Federal program purposes. A
Federal Program Agency must limit a funds transfer to a State to the minimum amounts needed
by the State and must time the disbursement to be in accord with the actual, immediate cash
requirements of the State in carrying out a Federal assistance program or project.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-06 CASH MANAGEMENT
Criteria (continued)

The timing and amount of funds transfers must be as close as it is administratively feasible to a
State's actual cash outlay for direct program costs and the proportionate share of any allowable
indirect costs. States should exercise sound cash management practices in fund transfers to
subgrantees in accordance with OMB Circular A-102.

Effect
Noncompliance with the above mentioned requirement could lead to administrative actions by

the grantor. It could also be interpreted as a failure to manage federal awards in compliance with
laws, regulations, and provisions of contracts and grant agreements.

Questioned costs

None

Recommendations

The PRP shall request funds from the grantors only for immediate needs. Whenever payment
amounts are adjusted after the funds were requested or received, such excess of cash should be
returned immediately to the grantor or federal agency.

Also, the PRP shall train the program’s personnel and the budget technician of the program on
those federal regulations related to cash management requirements. We recommend the PRP to

establish adequate supervision and related procedures to ensure compliance with these
requirements.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-07 PROPERTY AND EQUIPMENT

Federal programs

CFDA 16.588 Stop Violence Against Women
CFDA16.738/16.803  Edward Byrne Justice Assistance Grants
CFDA 20.600 State and Community Highway Safety
CFDA 97.116 Port Security Grant Program — Recovery Act
Category

Compliance / Internal control

Compliance requirement

Equipment and real estate property management
Condition found

To determine compliance with Equipment and Real Estate Property Management requirements,
we obtained an understanding of state’s policies and procedures. Then, we performed tests of
controls to determine if: a) state’s policies and procedures have been complied with; b)
established controls are effective; and c) to assess control risk. We made a selection of 10
transactions representing 85% ($3,221,370) of the total vouchers related to the acquisition of
property and equipment ($3,771,403) for the programs included above. After performing those
procedures, we noted the following:

a. In four (4) of the 10 items examined (40%), the property serial number was not included
in the property records.

b. In ten (10) of the 10 items examined (100%), the property records did not include the
acquisition date of the equipment. However, the date of the purchase order was included.

c. In ten (10) of the 10 items examined (100%), the property records did not include
information about the title holder or keeper of the equipment.

From the ten (10) property disbursements for which the property records were provided, we took
a sample of 40 items for physical observation. From the sample selected, we noted the following
conditions:
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-07 PROPERTY AND EQUIPMENT (CONTINUED)

Condition found (continued)

d. In two (2) of the 40 items observed (5%), the property was not properly maintained.

This condition was related to two (2) vehicles that were out of service because they
were involved in accidents. However, in the property record their condition was
described as “excellent”.

In two (2) of the 40 items observed (5%), the property was not identified with the
property number assigned and was not properly safeguarded at the time of our visit.

Internal control

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

f.

Criteria

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

A physical inventory was not taken, at least on an annual basis, as required by
applicable regulations;

The Property Division has not designed an effective control to gather the information
of the location of the property assigned to each bureau or area; and

Whenever property is acquired with federal funds under the reimbursement method,
the PRP does not have effective procedures established to reclassify the purchase
made with state funds to federal funds once the reimbursement of federal funds is
received. After the expenditure is recognized in the federal program account, the
source of funds indicated in the property records should be modified.

Section 32 (b) Subpart C of the OMB Common Rule establishes that a State will use, manage,
and dispose of equipment acquired under a grant by the State in accordance with State laws and
procedures. In addition, section 32 (d) establishes that procedures for managing equipment
(including replacement equipment), whether acquired in whole or in part with grant funds, until
disposition takes place will, as a minimum, meet the following requirements:
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-07 PROPERTY AND EQUIPMENT (CONTINUED)
Criteria (continued)

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

b. A physical inventory of the property must be taken and the results reconciled with the
property records at least once every two years.

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

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

procedures must be established to ensure the highest possible return.

Article XIV of the State's Property Rules and Regulations (“Reglamento #11: "Control y
Contabilidad de la Propiedad") sections (A) and (B) establish that the property registers of the
agencies should be supported by a physical inventory. The Property Division of the Puerto Rico
Treasury Department (PRTD) will establish the date in which the agencies will perform their
annual inventory.

Article XIV of the State's Property Rules and Regulations (“Reglamento #11: "Control y
Contabilidad de la Propiedad") section (D) establishes that the agencies will prepare the
inventory in an electronic form using the SC795 Form, Fixed Assets Physical Inventory. The
form SC795 and SC795.1 (Physical Inventory Certification) forms will be sent to the PRTD. The
inventory should include the following: (1) description of the property; (2) the acquisition date;
(3) cost of the property; (4) property class; (5) property number, and (6) source of funds for the
purchase of property.

Article XIV of the State's Property Rules and Regulations (“Reglamento #11: "Control y
Contabilidad de la Propiedad") section (G) establishes that once the inventory count is
completed, an officer not in charge of the inventory procedures should compare the results with
the property records. Differences should be reconciled and property records adjusted, as
applicable.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-07 PROPERTY AND EQUIPMENT (CONTINUED)
Effect

The PRP is exposed to the risk of possible unauthorized use and disposition of equipment due to
the lack of adequate internal controls and adequate property and equipment records.

Questioned costs
None
Recommendations

The PRP shall design and establish adequate controls and procedures to be followed by the
Property Division. Property records shall include the required information for equipment
purchased with federal funds to improve accountability, control and to detect possible loss or
theft of property. All property records shall be thoroughly reviewed to make sure that all
information included in them is accurate and pertinent.

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

Additionally, a physical inventory of all equipment and property shall be performed at least
annually and reconciled with the property records. Verification should be made to ascertain that
property and equipment is being properly safeguarded and used solely for the authorized
purposes.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-08 PERIOD OF AVAILABILITY OF FEDERAL FUNDS
Federal programs

CFDA 16.738 Edward Byrne Justice Assistance Grant

Category

Compliance / Internal control

Compliance requirement

Period of availability of federal funds

Condition found

To test compliance with the requirements for period of availability of federal funds, we obtained
the grant or cooperative agreements and communications with grantor’s agencies to identify the
awards expiring during the fiscal year ended June 30, 2011. Among other tests, for each award
identified, we verified that the underlying obligations occurred within the period of availability
and that the liquidation (payment) was made within the allowed time period. After performing
these procedures, we noted that in 25 transactions, although the obligations were incurred within
the period of availability, the payments were made after the required allowed period. Such
obligations amounted to $39,591.

Criteria

Special condition number 27 of the cooperative agreement with the Puerto Rico Department of
Justice (PRDOYJ) establishes that after the termination of the cooperative agreement every project
will have 45 days for the payment of the incurred obligations and the return of available funds to
PRDOJ.

Effect
The PRP is exposed to penalties and sanctions from the grantor due to noncompliance with this

requirement, including returning to the grantor the amount of funds involved or denied a
reimbursement.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-08 PERIOD OF AVAILABILITY OF FEDERAL FUNDS

(CONTINUED)

Questioned costs

$ 39,591 CFDA 16.738 Edward Byrne Justice Assistance Grant

Recommendations

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

a.

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

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

The timely identification and communication of period of availability requirements and
expenditure deadlines to individuals responsible for program expenditure, including
automated notifications of pending deadlines;

The periodic reporting of budgeted and actual expenditures and unliquidated balances to
appropriate levels of management for its review before and after cut-off dates; and

The timely processing of requests for extensions of the due dates. The PRP shall request
from the grantor approval for liquidating obligations after its liquidation deadline to
prevent future instances of noncompliance.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-09 REPORTING

Federal programs

CFDA 16.588
CFDA 16.738
CFDA 16.803
CFDA 20.600
CFDA 97.116

Category

Stop Violence Against Women

Edward Byrne Memorial Justice Assistance Grant

Edward Byrne Memorial Justice Assistance Grant - Recovery Act
State and Community Highway Safety

Port Security Grant Program — Recovery Act

Compliance / Internal control

Compliance requirement

Reporting

Condition found

We performed procedures to identify the reporting requirements applicable to the PRP, obtained
an understanding of the internal control, and determined the criteria and methodology used in
compiling and reporting the data included in the applicable reports for each major program

selected. After the performance of such procedures, we noted the following conditions:

CFDA 16.588 Stop Violence Against Women

During the review of the financial, performance and special reports submitted for this program to
the Procurement for Woman Office of Puerto Rico (PWOPR), we noted the following

conditions:

1. We requested copy of the inventory report of the program and evidence as of date of
submission to the PWOPR. However, no evidence was provided to ascertain that such

report was prepared and submitted to the PWOPR as of May 2011.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30,2011

FINDING NO. 11-09 REPORTING (CONTINUED)

Condition found (continued)

CFDA 16.588 Stop Violence Against Women (continued)

2. We requested copies of the Formative Evaluation Reports submitted to the PWOPR
during the fiscal year ended June 30, 2011. After the examination, we noted that some
reports were submitted late and others were not available for our examination, as follow:

Quarter Ended Date Days in

Grant Reported Due Date Submitted Arrears
2009-WF-AX-0052 3/31/2011 4/10/2011 @ @
2009-WF-AX-0052 6/30/2011 7/10/2011 7/15/2011 5

- No evidence was provided for our examination that could indicate if the report was
~~ submitted before or after the submission date.

CFDA 16.738 Edward Byrne Memorial Justice Assistance Grant

During the review of the financial, performance and special reports submitted for this program to
the Puerto Rico Department of Justice (PRDOJ), we noted the following condition:

3. From the sample of financial reports selected, the following report was submitted after its
due date:
Quarter or
Month Date Days in
Grant Reported Due Date Submitted Arxrears
2006-DJ-MUPPR-01 | Oct-Dec 2010 11/10/2010 12/28/2010 48

CFDA 16.803 Edward Byrne Memorial Justice Assistance Grant — Recovery Act

During the review of the financial, performance and special reports submitted for this program to
the Puerto Rico Department of Justice (PRDOJ), we noted the following conditions:

4. From the sample of financial reports selected, the following report was submitted after its
due date:
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-09 REPORTING (CONTINUED)

Condition found (continued)

CFDA 16.803 Edward Byrne Memorial Justice Assistance Grant — Recovery Act (continued)

Quarter or
Month Date Days in
Grant Reported Due Date Submitted Arrears
2009-SU-PPRDC-01 Jan-Mar 2011 4/10/2011 4/15/2011 5

We requested copies of the Performance Measures Tools (PMT) reports submitted
quarterly during the fiscal year ended on June 30, 2011. As per information provided for

- our review, we noted that the PRP submitted all the reports requested for the quarter

ended on March 31, 2011 between the dates of June 21, 2011 and August 18, 2011,
which were after the reports due date (April 10, 2011).

CFDA 20.600 State and Community Highway Safety

During the review of the performance reports submitted for this program to the Puerto Rico
Transit Security Commission for the quarters ended on December 31, 2010 and March 31, 2011,
we noted the following conditions:

6.

After we examined the report for the quarter ended December 31, 2010, we noted that the
statistical data reported corresponded to one of the three months of the quarter reported.
The statistical data not included corresponded to the months of October and December
2010. A similar situation was noted in the report for the quarter ended March 31, 2011.
The statistical data not included corresponded to the months of February and March
2011.

In the statistical information section of the report, line item 9 (“Otras Tareas Realizadas™)
we noted the following differences when compared with the supporting documentation:

Certified Public Accountants and Business Consultants

Total per Quarterly | Total as per supporting
Quarter Ended Category Report documents Difference
March 31, 2011 Drunkenness 36 38 (2)
March 31, 2011 Speed Control 259 262 (3)
March 31, 2011 Other infractions 826 879 (53)
March 31, 2011 Seat Belt 174 199 (25)
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-09 REPORTING (CONTINUED)
Condition found (continued)

CFDA 20.600 State and Community Highway Safety (continued)

8. Also, the quarterly progress report for the quarter ended on December 31, 2011, was
submitted on January 21, 2011, six (6) days after the report due date.

CFDA 97.116 Port Security Grant Program - Recovery Act

During the review of the financial, performance and/or special reports submitted for this program
to the US Department of Homeland Security (DHS), we noted the following conditions:

9. The expenditures reported in the fiscal reports for the grant 2009PUR10327 did not agree
with the accounting records. This condition was observed in the following quarterly
fiscal reports:

Expenditures and Expenditures and
Obligations per Fiscal Obligations per
Quarter Reports Accounting Records Difference
reported Grant Expenditures | Obligations | Expenditures | Obligations | Expenditures | Obligations
6/30/2011 | 2009PUR10327 | $395,275.63 | $395,275.63 | $790,551.26 | $ - $(395,275.63)| $395,275.63

10. We requested copy of the Semi-Annual Assistance Progress Report (SAPR) prepared for
the period July 1, 2010 thru June 30, 2011 for the grant 2009PUR10327. However, no
evidence was provided to ascertain that such report was prepared and submitted to the US
Department of Homeland Security.

Criteria

Section 42 (e) (1) on Subpart C of the OMB Common Rule establishes that the awarding agency
and the Comptroller General of the United States or any of their authorized representatives, shall
have the right of access to any pertinent books, documents, papers, or other records of grantees
and subgrantees which are pertinent to the grant, in order to make audits, examinations, excerpts,
and transcripts.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-09 REPORTING (CONTINUED)
Criteria (continued)

Section 40 (b) (2) on Subpart C of the OMB Common Rule establishes that Performance reports
will contain, for each grant, brief information on the following: (i) A comparison of actual
accomplishments to the objectives established for the period. Where the output of the project can
be quantified, a computation of the cost per unit of output may be required if that information
will be useful; (ii) The reasons for slippage if established objectives were not met; and (iii)
Additional pertinent information including, when appropriate, analysis and explanation of cost
overruns or high unit costs.

Section 42 (b) (2) on Subpart C of the OMB Common Rule establishes that if any litigation,
claim, negotiation, audit or other action involving the records has been started before the
expiration of the 3 years period, the records must be retained until completion of the action and
resolution of all issues which arise from it, or until the end of the regular 3 years period,
whichever is later.

The contract of award of funds with the Procurement for Woman Office of Puerto Rico
establishes that grantees shall submit the following reports: a) Fiscal Monthly Report and
Statistical Monthly Report on the tenth day following the end of the reporting month; b)
Formative Evaluation Report on the tenth day following the end of the reporting quarter; c)
Summative Evaluation Report on the tenth day after the end of the agreement or as required by
the grantor; and d) an Annual Progress Report due January 10 and submitted annually. Also, it
requires to submit inventory report of the equipment purchase with current and prior program
funds awarded at the end of each semester, the due dates to submit the report during the months
of June 2010 and May 2011.

In the special condition number 10 imposed by the Puerto Rico Department of Justice establishes
that the subrecipient must prepare and submit Quarterly Progress Reports for the projects, and
Monthly and Quarterly Financial Reports, detailed as follow:

Report Frequency Due Date
Governor Office Monthly The first day of the following month
ARRA 1512 Quarterly July 5, October 5, January 5, April 5
SF-425 Quarterly July 10, October 10, January 10, April 10
PMT Quarterly July 10, October 10, January 10, April 10
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-09 REPORTING (CONTINUED)
Criteria (continued)

Special condition number 12 imposed by the Puerto Rico Department of Justice establishes that
for each project the PRP must submit a Final Financial Report (SF-425) to the PRDOJ Finance
Division and a copy to the PRDOJ External Resources Division, 55 days after the end of the
performance period of the agreement.

Clause number two (2) of the cooperative agreement with the Commission for Security of
Transit of Puerto Rico (CSTPR) establishes that unless otherwise directed, applicants must
submit quarterly reports to the CSTPR, which reflect the status of the project implementation
and attainment of stated goals. Each progress report shall describe the project status quarterly
and shall be submitted to the CSTPR no later than fifteen days subsequent to the termination of
each quarter.

Sections 20 (b) (1) on Subpart C of the OMB Common Rule establishes that the financial
management systems of other grantees and subgrantees must meet the following standard:

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

The Port Security Grant Program Guidance and Application Kit establishes that following an
award, the awardees will be responsible for providing updated obligation and expenditure
information on a semi-annual basis. The applicant is responsible for completing and submitting
the SAPR reports. The SAPR is due within 30 days after the end of the reporting period (July
30 for the reporting period of January 1 through June 30; and January 30 for the reporting
period of July 1 through December 31).

Effect

Noncompliance with the reporting requirements, the lack of adequate supporting documentation
for the preparation of reports and generating the data could lead to significant administrative
actions by the grantor, including reduction in amounts to be awarded. It could also be interpreted
as a failure to achieve the programs objectives.

Questioned costs
None
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-09 REPORTING (CONTINUED)

Recommendations

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

Establish policies and procedures to provide reasonable assurance that the PRP
identifies, captures, and exchanges accurately the statistical data. Additionally, the PRP
shall process and maintain electronically the statistical data to facilitate its analysis and
maintain the corresponding audit trail. This would enable the PRP to maintain an
information system capable of providing reliable processing of the performance
information related to federal awards.

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

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

Maintain the information and establish recordkeeping procedures to prevent the loss of
the documentation that support the information reported to grantors.

These procedures would enable the PRP to identify compliance with the goals established by the
grantors or identify issues that could affect the PRP’s compliance with the programs
requirements as established in the grants or cooperative agreements.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-10 STATUS OF PRIOR YEAR FINDING

Federal programs

CFDA 84.397 State Fiscal Stabilization Fund — Government Services, Recovery Act
Category

Compliance

Compliance requirement

Special Test and Condition

Condition found

In the Single Audit Report for the fiscal year ended June 30, 2010, we reported in Finding No.
10-02 that as result of the disbursement test performed, the PRP charged to the State Fiscal
Stabilization Fund expenditures based on an estimated amount rather than actual costs. The
disbursement was related to the liquidation of excess sick leave accruals to approximately 11,000
officers and employees of the PRP.

To determine whether amounts claims were accurate, we selected a sample of 30 records. In one
(1) case, we noted that the PRP started a process to recover from an officer an incorrect payment
for excess accrued sick leave. The PRP was unable to provide for our examination an analysis to
determine whether the total amount estimated and charged to the program was over or under the
actual excess accrued sick leave as per the Human Resources records. Therefore, we were
unable to determine the actual amount of questioned costs at the time of the issuance of the
report.

During the current year’s examination of the schedule of prior year findings and the supporting
documents provided, we noted that the PRP performed a file review of such transactions. The
result of such review was that the PRP made 470 unallowed payments related to the liquidation
of excess sick leave, for the amount of $191,625, as per certification provided of the review
performed.

No evidence was provided to ascertain that such amount was recovered by the PRP and/or if the
funds were returned to the grantor.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINDING NO. 11-10 STATUS OF PRIOR YEAR FINDING (CONTINUED)
Criteria

Sections 20 (b) (3) and (5) to (6) on Subpart C of the OMB Common Rule establish that the
financial management systems of other grantees and subgrantees must meet the following
standards:

i Internal control - Effective control and accountability must be maintained for all
grant and subgrant cash, real and personal property, and other assets. Grantees
and subgrantees must adequately safeguard all such property and must assure that
it is used solely for authorized purposes.

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

iii. Source documentation - Accounting records must be supported by such source
documentation as cancelled checks, paid bills, payrolls, time and attendance
records, contract and subgrant award documents, etc.

OMB Circular A-87, Attachment A (C) 1, states the factors affecting allowability of costs. 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. Be allocable to Federal awards under the provisions of this Circular.

c. Be authorized or not prohibited under State or local laws or regulations.

d. Conform to any limitations or exclusions set forth in these principles, Federal laws, terms
and conditions of the Federal award, or other governing regulations as to types or
amounts of cost items.

e. Be consistent with policies, regulations, and procedures that apply uniformly to both
Federal awards and other activities of the governmental unit.

f. Be accorded consistent treatment. A cost may not be assigned to a Federal award as a
direct cost if any other cost incurred for the same purpose in like circumstances has been
allocated to the Federal award as an indirect cost.

g. Except as otherwise provided for in this Circular, be determined in accordance with
generally accepted accounting principles.
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COMMONWEALTH OF PUERTO RICO
PUERTO RICO POLICE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30,2011

FINDING NO. 11-10 STATUS OF PRIOR YEAR FINDING (CONTINUED)
Criteria (continued)

h. Not be included as a cost or used to meet cost sharing or matching requirements of any
other Federal award in either the current or a prior period, except as specifically provided
by Federal law or regulation.

i. Be the net of all applicable credits.

j. Beadequately documented.

OMB Circular A-87, Attachment A (C) 4a, states that applicable credits for receipts or reduction
of expenditure-type transactions that offset or reduce expense items allocable to Federal awards
as direct or indirect costs, shall be credited to the Federal award either as a cost reduction or cash
refund, as appropriate. Examples of such transactions are: purchase discounts, recoveries or
indemnities on losses, insurance refunds or rebates, and adjustments of overpayments or
erroneous charges.

Effect
Above conditions could result in noncompliance with federal regulations and cost disallowances
by the grantors. Also, the grantor entity or federal agencies could impose special conditions or

restrictions to accessing federal funds.

Questioned costs

$ 191,625 CFDA 84.397 State Fiscal Stabilization Fund — Government Services,
Recovery Act

Recommendation

We recommend the PRP to begin a process to recover and/or reimburse the respective federal
program the disallowed amounts paid related to the liquidation of excess sick leave.
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SCHEDULE OF PRIOR YEAR AUDIT
FINDINGS

Fovies ff/mn/v,(n//, r,(//(inm/:(j’:,/ ’i/?mf; LLP

Certified Public Accountants and Business Consultants



'spung
VMY 8} Japun pawiie|o 1500 uey Jeybiy alem sainypuadxa jjoiked ‘uonippe ul i Aq paysiqelsa
10 1509 j01Ked Jo uonEOYISSE|0a] J0 Juswisnipe Joj Aouabe Jojuelb spuny ezajeHod B| ap BuDLO

(2280 .
7, 10B1U0D 0} paaooid [jim 8oujO 196png ay L pajdadcoe Jou aIe §S00 pauoysanb au} 0} uonefal U] pajaidwod _— .
oLog >ummuwmv ’ BN i Ut pajeoyjdnp Jo A[J0a1100U} JO JUSLLSSINGUIIRI %39S JoU [|iM pue Buojeq Aauy yaiym oy Ajerued 00'see'se  $ ) asuadxs fejes ay) pawiejo Ul sepuaRyad O 0102
sohsy paipiin wesBoud [B1opa) B U] PaYISSE[o 2J8 9210 AU} JO SIaqUISW JUASId [|IM UOROE SIYL "SUOIOUNY S} SHAX
1 asoym weiboud [esepa) 8Y} J9PUN 8910} U} JO JSGUISUI YOES JO LOEIL! 1091100 9y} (pI002
1090014 PUB UOISIAI] “[I0JABd 2U1 UM B]EUIPI00 [|im 30UJO 190png ayL “pajdence s| Aousioyap ay L
(uoising
aoueul) .
180¢ splaid *sp109a1 Buiunoooe ayj ui ainypuadxa Jo 109lqo ay} Jo Uoij0a1I00 pajejduwiod N s “aAjjoalgo o010z
‘020 sin® (3340 H-aad sy} Joj Juawpeda(] AINSeal] “¥'d 8y} PuB 901J0 SoUBUL] 3UF Y)IM SJBUIpIC0D [iiM 3210 18Bpng ayL Aiieived 1502 1081100U] 2y} 861BYD Jnowe ainypusdxy g
196png) sekay
paipliiin
o *600¢ ' 1€ Joquiana 1e aABS| Y2IS Paje[nwnooe
mﬂc_,m_wwzn_v $590x3 Jo 1deouoo ayy Aq Buipuads jenjoe juasaidal sainjipuadxe au} By} SIIEOIPUI YOIUM UOHEDNILBO patoduwon *S]S00 [ENJOE UBY}
Zonbzel B anss| [[BYS UOISIAIQ asusoI 8yl ‘suoljeinBal juauno oy Bulj fed oy} axew pue Ajnou feed - $ 16Sv8 Jayjel JuNowe f 1S3 Ue Uo peseq sainypusdx3 'Y 0L0Z 01102 20-0102
aqe, 187 0} paaooud s1 Buiy) [eas ay} eyy Jajeaib sem quawked sy assypn “eakoidwa yoee Aq paje|nwnooe - “1S3L INIW3ISUNESIa
1oqem )1} 25Ua0Y] [enjo. AU} SNsJaA Jualuked Pajewsa ay) 81pu0da) 0} unbag sey uoisiAlg Buisusor] ayL
(uoising
20UBULL)
splald sin7
180¢ (a0130 *$s8004d 8y} Ul Jusuodwiod Yoes jo
‘510¢ 1ebpng) suotjounj ayoads pue saniigisuodsal o Isse pue Bujures d pue seale Jo suonenjeAs . 5 .
'0L0€  sohay paipii eL-une *sBuneaw ybnosy} 010z Aely woip uebaq suoya “ued UOHOE By} BUILLISIAP PUE SJEN|eAd 0} Japio SS8001d U} $ YN seunjipusdxa [e1apaz Jo Bulpioosy 'y 6007
‘LL0¢ 9 (8930 Ul UOISIAIQ @0UBULL BY} PUE 80LO 196pNg aU1 YyiMm BupeuIPI0D 24 jim 20130 fesodold jelapad 8yl
[esodoud "pad)
zanBupoy
epuepm
(so110
e so Mm ﬂwm__v _ SMjels swes ay U BuINuU0Y— '70-0L ONIANIH OL ¥34Jy ‘sseooid
b (o001 o -l ai] uf Juatodwoo YOS Jo suoiounj oloads pue senigisuodsal Jo Isse pue bujutesy 4 oo u - $ “UONBUIPIO0S g UONESIUNWWOS 'sainpaooid Buly s Z00Z
JoLo¢ mmMae t.om ) ci-unp pue seale jo suolien|eAa ‘sBuneaw ybnouy) 010z Ae uebag spoy3 “ueld uonoe sy} sulUWIB)EP dul YN lEulpio0d g Uofeol P i 00
Hoe 1 Nm:m_wu%mu* PUE 3}EN|EAS 0} JAPIO U 30130 1BpNng aus yim Buneulpiood aq [wm 30410 [esodoid [eispad ayL
epuEA
‘peaibe
Kisnonaid ayy Aq paianoa si Kousiolap au) Joj Buniem aie uswpedaq 8oljod 091y oHaNd 8y} pue Lee
(sou10 -5-dO-93VS ssaid ayj £q papodal ‘Ajejewixoidde uoljiw g1$ 0} Buipusose si spuny Aouaiolynsul jeul “Junowe
0L0€ 1abpng) Ledy ayL ..ou_m opand 4o uawianob ayy jo 1e6png pue juaweBeueyy Jo a0l o} Jloiked ay) uo Ajjeoyioads paje|dwod - % YN poaBipng Ay} PaaoXa SpUNy AJEIS Jo SaINYIpUadxg 7 0102
sakoy paipiny 1o6pnq s) Ul spuny JuaoLNSul YBNoIY} SUOIESIUNWILLOD [RJaASS papodal pey juswueds( 9dljod
001y OMaNd 40 20O 186png eyl “jualupedaq 8010 091y OHand ay} o} sjedo|le 186png Bunesado
10 UOIONPAI BY} JO }jNSal B Se Sem ainjipuadxa [ENJOE puk pajeBpng usamiag spunj Jo Yoe| SIyL
SNje}s aWes
g e st s .
£80¢ eouBUL) zi-er :mm_ ns: F._zo > :o_.ﬂm c.wm d m ﬂ tw AUt n._%s__m.m_ocmm .n_m 0 m_mmw.ﬂ_._,,mm%nm_w w._MEE?ou sse00id Ui ° $ N o0z £o-bioz lo-oloz
splald s q 91 S)Nsal ON  "SUONeussaId maj 0} pajiAul 8. I e e J 102J1p 'SHOJS | SaY0934 ONIINAOIOT
A |e2jua0 ay} jo ped sy “asemyos Bujunoooe mau e Bunenjeas jo ssaooud sy ul st juswpedag
Aunseall ¥d 8yl ‘[eAsel Juswnoop pue Buily saosdiul 0} sainpadcold mau Bulysligelss ae 8
3 e g e o~ e oo 1
Taquiny Teoto  S1ed 19105 UBld UGII9Y 91981100 JUSWISDEUBIY Smels 7503 ToquInN punod UoNIpUOD, Teak ul 110z Ul T9quinN
jorjU0D ajqisuodsay pauonsanyd va4o Jesdde 15| Jeaday Bulpuig
1102 ‘0€ INNC GIANT ¥VIA

sBulpuid Jeaj Jold jo snpaysg Aewiung

ANIWLNVHIA 30170d OO OL¥ANd .
0OR 0L¥3Nd 40 HLIVIMNONNOD

P

/!

Y

III/)"
Certified Public Accountants and Business Consultants

7

{, Sinche

s Hlomprer

20

v

>




‘uoljen|eAa pue aBpajmouy Jiay} Joj JONPNE 3y} O} 3DUSPIAS

usHUM aJe Juasald paiinbal se pajilugns a1om am pue spodal i jo uojesedaid ayi pajsenbal

L BZ3[ELO0, ‘S1ouow jo sseoosd sy} Ul ‘0LOZ ‘€1 IsnBny uo JaleT "010Z ‘vZ Atenigad uo pajy sem
YOIUM UONBOLIHaD B pajsenbal am spuny auy Jo Jojuesb ayj “wodal sy} jo soeid uy -juads Ajejejdwoo
pue asodind paulap & yIm ‘uawubisse a)6uls B 9A1908) PjNoM 3010d 9Y} JeY} U0 paseq SEM UO[SIoap
sy} ‘asay} 0} Buip102oy ‘juswpedaq 991j0d 001y ouand ay} o} Buipodal jo Juawsenbal ay) wouy
pausINBupsIp pue pajonisul spunj Jo Jojuesb ', BzajeLod &) ap BupYQ B, "Paidesce jou s) Bugpuy ay L

‘M3IABI J0) uwumm:Umg SJISWNO0P SUjWEeX? 0} 3[qeun ‘¢

(om0 1 . : . .
N 321A19 j uoneziji eIsi4 9je) 910]dwo: : apodal ejep ul saluedalost
0208 16png) o1-Bny v s o eosid IS LG8V VA0 bl o - $ _wmw.ww peu P 92 2002 601102 00102
sofay pa
e Poipun “gouel|dwoo ul si AouasBy ay Joj pasinbai “(@lel) S1ep 2Np Sif Joye peRIWANS sUoday "
spodas Buojuos JUBISUCO puE aAisuayaidiios & BulAib ul SUoys Sy} PIIRIUSOUsD SARY UOIDSS ,
Buponuop 3 dn-mojjo4 ‘010z jo e souls “[esodoid jesapad Yoes ul paysliqe)sa suus) au} u spodas *ONILYOdA
2y} jo uopejuawedul BY} YIM J0J0a1IQ 10901d YoBa Paules] Pue Pajeanps usaq aAeY 0S|y “2Jnpadold
Buuoyuop e 1| Sey uonjoag Buuoy g d 1104 auyy ybnoayy 2240 [esodoid jesapad syl
Buisnoy uelpuj pue d11qnd - 058"y 1 VA2
*093Yded SI|99RIY "SI S
(seBeuepy . .
fuadoig) abieys uj Apadosd ay) Ing ‘snjels awes ayj ut Bulnunuoy "siseq [eNUUR UB U0 S Jojuow pue
Shle Zi-unp ujepeose 0} pasedaid aq ||1m syun Kousby jje 0] SISIA Jo 2|Npayas i “palinbay suoljoadsul [ea1sAyd $53001d U] - $ fiowenu| jeaisfud g
pue ajepdn walsAs aly} ul AINGUIU0 0} | UBWINH 0} P aq fim noj ‘o)
uomippe uj “Ajaieipawiw abieyo-uj Apadold se epaaindas ewinz 'sipy paubisse uoisiAiqg Apedoid eyl
*pajepdn S| UOIPUCO 1BY} 8Insud 0} (000Z B10]d) PI09aI SBIOIYAA
A Bupoyuow aq jjm (uojjepodsuel L) UOISIAIQ [00d JOJOJ UL ‘0sly "ydlal ‘alep uoiisinboe ‘uonewIoul
. VSVS Buipun; ‘uoneoo| Apadoud [eas 2y} (00YSY) JelsiBal pue 2A120a1 0} SHUN JBYI0 YIM 3)eUIpPIo0D .
§90¢ a0 sHFoa) gi-une 0} SUOIIOR BAIDR100 Bulkuapl aq (M uoising Auadold oyl ‘JeAsmoH “ddd 0} pajueseld ussq ssao0ld Uf ° $ waisfs wawdinb3  Auadoid antosy3 v
oJe s)nsal oN "suonejuasaid ma} o} PajiAul a5am sa1ouabe (e Jo S10j0alIp ‘Uoys JuatiuaAch [esusd
ay1 jo Led sy "siemyos Bununoooe mau Bunenjeas Jo ssasoid ui st uswpedaq Ainseall Md ayl
(0130 *sucijenbas ay1 03 Buipiodse Mojjo} 0} s3jns ‘Juswdinba Jo jesodsip ‘AJojuaAul {enuue ‘spioosl
lesodold "pad) ~ pue sainpsaoid ay} PayYsigrISa 0gf-L-4d0-8-SO ase3as Ybnoayl 010z ‘¢ aunp ‘Juspusiuiadng Apadoid sy} ur pasinbas uolEULIOJUI Y} U} SSjoUBIOLRQ .
bL08 ZonBupoy giunr 8yl sejepdn sjiun Jayjo pue (000Z BIOj4 PUB 00 SY) AJBIpisqns aInsu@ o} J8pJo Uj UORIpUod sseooid Ul $ 00z L £0-0102
BPUBAA OB JOJ SUDIOB 9A0S1I0D BUULIB}ep puk sBulpul ||e sjenjeAs o} ssaooid uj ale jeuuosiad Jun ayL SINIWINDT NV AL¥3d0dd
s e e e
Jaguiny Too0  91ed 1005 Ueld UOHIY 9A1}33110D jusliabeueiy snjels 1500 JaquinN punog UonIpuoD) bulpuly 1eak 110z ul 1quinN
psuonsand va4o Jeadde s} 1eaday Buipuig

1oRIU0D  djqisucdsay

110Z ‘0€ ANNC QIANT ¥VIA

sBuipuid Jeaj Joud jo anpayss Aiewwing

AN3IWLAVdIA 30170d 0D OL¥3Nd
021 01L¥3Nd 40 HLTYIMNOWWOD

7

—%)ﬂ(

oYy
J

o5 (///mn/wi/?/, Sinche

2

Fve

Certified Public Accountants and Business Consultants



CORRECTIVE ACTION PLAN
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TO BE PROVIDED UNDER
SEPARATE COVER

Tervies (/)/(wn/r/m/, s(/?é}a(‘//;(f/)“ »%)ﬂljj' LLP

Certified Public Accountants and Business Consultants



