COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF THE FAMILY

INDEPENDENT AUDITOR’S REPORT AND
STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
(WITH THE ADDITIONAL REPORTS AND INFORMATION
REQUIRED UNDER TITLE 2 U.S CODE OF FEDERAL REGULATIONS PART 200)

FOR THE FISCAL YEAR ENDED JUNE 30, 2020



COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF THE FAMILY
FISCAL YEAR ENDED JUNE 30, 2020
TABLE OF CONTENTS

PART I — FINANCIAL SECTION:

Independent auditor’s report

Statement of Cash Receipts and Disbursements
Notes to the Statement of Cash Receipts and Disbursements

PART II — SINGLE AUDIT SECTION

Supplementary Information
Schedule of Expenditures of Federal Awards
Notes to the Schedule of Expenditures of Federal Awards

Compliance Section

Independent auditor’s report on internal control over financial reporting
and on compliance and other matters based on an audit of financial statement

performed in accordance with government auditing standards

Independent auditor’s report on compliance for each Major Program and on
Internal Control over Compliance Required by the Uniform Guidance

Schedule of Findings and Questioned Costs

Summary Schedule of Prior Year Audit Findings
Corrective Action Plan

28-50

51-55
56-63



Eduardo Gonzalez-Green, CPA, CFF, CFE, FCPA
CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS Maritza Rivera Serrano, CPA

" Aqllj.no, De Cél‘ dOV&, Alfal' (0) & CO.) LLP Jerry De Cordova, CPA, Esq.

Independent Auditor’s Report

Honorable Cieni Rodriguez
Acting Secretary of the Department of the Family
San Juan, Puerto Rico

Report on the Financial Statement

We have audited the accompanying Statement of Cash Receipts and Disbursements (the
Statement) of the Department of the Family of the Commonwealth of Puerto Rico (the PRDF)
for the year ended June 30, 2020, and the related notes to the financial statement.

Management’s Responsibility for the Financial Statement

Management’s is responsible for the preparation and fair presentation of this Statement in
accordance with the cash basis of accounting described in Note A; this includes determining that the
cash basis of accounting is an acceptable basis for the preparation of the Statement in the
circumstances. Management is also responsible for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the Statement that is free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Statement. The procedures selected depend on the auditor’s judgment, including
the assessment of the risk of material misstatement of the Statement, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the Statement in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
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significant accounting estimates made by management, as well as evaluating the overall
presentation of the Statement.

We believe that our audit evidence we have obtained is sufficient and appropriate to provide a basis
for our qualified audit opinion.

Opinion
In our opinion, the financial statement referred to above presents fairly, in all material respects, the
cash receipts and disbursements of the Department of the Family of the Commonwealth of Puerto

Rico for the year ended June 30, 2020, in accordance with the cash basis of accounting described in
Note A.

Basis of Accounting

We draw attention to Note A to the Statement, which describes the basis of accounting. The
Statement is prepared on the cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. Our opinion is not
modified with respect to this matter.

Other information

Our audit was conducted for the purpose of forming an opinion on the PRDF’s Statement as a
whole. The Schedule of Expenditures of Federal Awards is presented for purposes of additional
analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirement, Cost Principles, and Audit Requirement for Federal Awards, and is
not a required part of the Statement of the PRDF.

The Schedule of Expenditures of Federal Awards is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare
the Statement. Such 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 Schedule of
Expenditures of Federal Awards is fairly stated in all material respects in relation to the basic
Statement as a whole.

CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 22,
2023, on our consideration of the PRDF’s internal control over financial reporting and on our test 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. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering PRDF’s internal control over
financial reporting and compliance.
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COMMONWEALTH OF PUERTO RICO
DEPARTMENT OF THE FAMILY

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Receipts
Grants and contributions
Legislative appropriations and
other assigments

Disbursements
Personnel:
Salaries and fringe benefits:
Regular employees

Transitory employees
Irregular employees

Non-personnel:
Advertising
Capital outlays
Donations, grants, and other distributions
Facilities and utilities
Materials
Miscellaneous services
Operating transfers
Other
Professional services
Transportation and subsistence

Excess (deficiency) of receipts over disbursements  § 8.458.766

Total
Governmental

General Special Revenue Funds
$ - $2.837.075,764 $ 2.837,075,764
251,426,334 - 251,426,334
251,426,334 2,837,075,764 3,088.502,098
92,296,408 62,276,128 154,572,536
6,112,047 1,216,956 7.329.003
61.973 7.465 69,438
08,470,428 63.500,549 161,970,977
11,576 833,874 845,450
405,504 5,631,059 6,036,563
91,958,273 2.754.867.661 2,846,825,934
11,555,056 1,568,793 13,123,849
799.637 1,525,821 2,325,458
28,064,197 20,513,572 48,577,769
5,338,331 3,721,244 9,059,575
1,135,735 3,093,197 4,228,932
3.913.426 19,211,279 23,124,705
1,315,405 956,184 2,271,589
144,497,140 2.811,922.684 2.956,419,824
242.967.568 2,875,423,233 3,118,390,801

$ (38,347.469) § (29.888,703)

See accompanying notes to the Statement of Cash Receipts and Disbursements.



COMMONWEALTH OF PUERTO RICO

DEPARTMENT OF THE FAMILY

NOTES TO THE STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting entity

The Department of the Family (the PRDF) is an executive agency of the Commonwealth of
Puerto Rico (the Commonwealth) created by Act No. 171 of June 30, 1968 and amended by the
Reorganization Plan Number 1 of July 28, 1995. The PRDF is responsible for carrying out the
programs directed towards the solution or mitigation of social problems in Puerto Rico, including
social services programs with emphasis on the rehabilitation of individuals and on the
interrelationships between individuals, families and the community.

Through its own actions or in coordination with other government or private organizations, the
PRDF carries out programs of direct economic aid to needy persons, service for the welfare of
children, youths and disabled persons, rehabilitation and training programs, community
improvement projects, programs for providing employment to unemployed persons, guidance
programs for individuals and families, and any other activity which leads to the social
improvement of individuals as well as of families and communities. The Secretary of the PRDF
is appointed by the Governor of the Commonwealth.

The PRDF, which has ten regional offices and at least one service office in each municipality of
Puerto Rico, is organized as follows:

1. Secretariat, which is responsible for the fiscal control. general administration, planning,
coordination, supervision, and evaluation of the operations of the PRDF and its components.
The Secretariat is responsible for documenting, evaluating and adjudicating all disability
claims made to the Social Security - Disability Insurance by insured workers, their widows
(if between 50 and 59 years old) and disabled dependents that are at least 18 years old.
Additionally, the Secretariat facilitates the procedures to obtain information and provides
counseling to the claimants.

(8]

The Families and Children Administration, which is responsible for promoting and
supporting the efforts of individuals, families and communities contributing to its own
development and that of the society. Accordingly. it facilitates social, educational, remedial
and preventive services directed to achieving a better and more effective participation,
equality and social justice.

3. The Child Support Enforcement Administration, which is responsible for procuring the
compliance of the: i) non custodial parents of minors under 21 years; ii) the descendent of
people older than 60 years; and iii) the people legally responsible for contributing to the
support and welfare of the children of elderly parents, safeguarding their rights to receive
alimony and increasing the auto-sufficiency of the families by applying the legal mechanisms
available.



COMMONWEALTH OF PUERTO RICO

DEPARTMENT OF THE FAMILY

NOTES TO THE STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

4. The Socioeconomic Development Administration, which is responsible for facilitating: i) the
development of opportunities to socially and economically disadvantaged people to let them
achieve self-sufficiency and integration to the social system in a productive way; and ii) the
familiar and community common living.

5. The Integral Care and Development of the Children Administration, which is responsible for
ensuring the care and development of the minors that, participate in the Head Start Program
and in the Child Care and Development Program.

The Secretary of the PRDF has oversight responsibilities over the Corporation of Industries of
the Blind, Mentally Retarded, and Other Disabled People (the CIB), which is responsible for
contributing to the social and economic rehabilitation of the blind and disabled people. Although
the PRDF has oversight responsibilities over the CIB, it is not included in the accompanying
Statement since its operations are subject to a separate financial or single audit, as applicable.

Basis of presentation

The accounts of the PRDF are organized in two fund types: A General Fund and a Special
Revenue Fund.  The PRDF maintains appropriation for several individual state and federal
funds within each fund type. The General Fund is the general operating fund used to account for
the funds appropriated by the Legislature of the Commonwealth of Puerto Rico and is the fund
through which most functions are typically financed. The Special Revenue Fund accounts for
federal financial assistance programs funded by the Federal Government which are legally
restricted to expenditures for specific purposes.

Basis of accounting

The Statement of Cash Receipts and Disbursements has been prepared on the cash basis of
accounting, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America. Under the cash basis of accounting, cash
receipts and disbursements are recorded when cash is received or disbursed, respectively.
Noncash transactions are not recognized in the Statement. Because the PRDF participates in a
pooled cash arrangement as further discussed herein, cash receipts from Commonwealth
appropriations are considered received when the related disbursement is made, except for cash
receipts related to indirect cost and special accounts, which are recognized when cash is
received. The timing of cash receipts from the Federal Government may differ from the date
federally-funded payments are made. PRDF draws amounts from the pooled cash account when
federal funds have not yet been received and the same is replenished once the federal funds are
received. All of these factors in cash receipts recognition result in excess of cash receipts over
(under) disbursements at year -end.



COMMONWEALTH OF PUERTO RICO

DEPARTMENT OF THE FAMILY

NOTES TO THE STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Inventories

The PRDF purchases office and printing supplies and other items. The cost of purchases is
recorded as a cash disbursement in the financial statement.

Property and equipment

Property and equipment acquired are recorded as cash disbursement in the financial statement.

Risk management

The Puerto Rico Department of Treasury purchases commercial insurance covering casualty,
theft, tort, claims, and other losses of the PRDF. The PRDF reimburses the Commonwealth for
premium payments made on its behalf. The PRDF’s current insurance policies have not been
cancelled or terminated. The State Insurance Fund Corporation, a component unit of the
Commonwealth, provides the workers compensation insurance to the PRDF’s employees.

Claims and judegments

The estimated amount of the liability for claim and judgments, if any, which is due on demand,
such as from adjudicated or settled claims, is recorded when paid.

NOTE B - CASH WITH FINANCIAL INSTITUTIONS AND WITH FISCAL AGENT
(DEPARTMENT OF THE TREASURY OF THE COMMONWEALTH OF PUERTO
RICO)

The funds of the PRDF are under custody and control of the Secretary of the Treasury
Department of Puerto Rico pursuant to Act No. 230 of July 23, 1974, as amended, known as
“Accounting Law of the Government of Puerto Rico”. The Treasury Department follows the
practice of pooling cash and cash equivalents under the custody and control of the Secretary of
the Treasury. The funds of the PRDF in such pooled cash accounts are available to meet its
current operating requirements.

NOTE C - LEASE COMMITMENTS

The PRDF is obligated under certain leases accounted for as operating leases. Operational leases
do not give rise to property rights or lease obligations and, therefore, neither the assets nor the
liabilities of the lease agreements are reflected in the accounting records. Most leased property is
from the Puerto Rico Public Buildings Authority (the Authority), a component unit of the
Commonwealth of Puerto Rico. The Office of Management and Budget. along with the
Department of the Treasury of Puerto Rico are responsible of making these payments to the
Authority on behalf of the PRDF. Rental expense is recognized as disbursements when paid.
Total approximately rental payments made during the year ended June 30, 2020 amounted to
$13,295,651.



COMMONWEALTH OF PUERTO RICO

DEPARTMENT OF THE FAMILY

NOTES TO THE STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

NOTE D - PENSION REFORM AND PLAN DESCRIPTION

(i) Pay-As-You-Go Funding

On June 27, 2017, the Treasury Department issued Circular Letter No. 1300 4617 in
order to convey to the Primary Government's agencies, public corporations and
municipalities the new implementation procedures to adopt, effective, July 1, 2017,
the new PayGo mechanism for all of the Commonwealth's Retirement Systems. With
the start of the fiscal year 2018, employers' contributions, contributions ordered by
special laws and the Additional Uniform Contribution were all eliminated and
replaced by a monthly PayGo charge that will be collected from the aforementioned
government entities to pay retirees. The Commonwealth Retirement Systems will
determine and administer the payment amount per retiree that will be charged to each
agency, public corporation and municipality. The PayGo charge must be submitted to
the Treasury Department before the 15th day of each month along with the individual
contributions withheld from active employees. As liquid retirement funds become
depleted, the PayGo charge is expected to increase.

On June 23, 2017, the Legislative Assembly approved certain other assignments for
fiscal year 2018 under Joint Resolution 188, which among other things, ordered the
Commonwealth’s Retirement Systems to liquidate their assets and pass the net
proceeds to the Treasury Department.

Act 106-2017, enacted on August 23, 2017, approved a substantial pension reform for
all of the Commonwealth’s Retirement Systems, including ERS. This reform
modified most of ERS’s activities and effectively restructured ERS’s operations.
Effective on July 1, 2017, ERS’s previously existing pension programs administered
by ERS under Act No. 447 of 1951 (as amended) were terminated and transitioned to
a PayGo system, in which ERS stopped receiving contributions from employers or
plan participants and is no longer managing contributions on behalf of participants.
Act 106-2017 created the legal framework so that the Commonwealth can make
benefit payments to current pensioners. Under the PayGo system, the
Commonwealth’s General Fund makes direct pension payments to the pensioners and
then gets reimbursed for those payments by the applicable employers. Total
employer’s contribution made under PayGo amount to approximately $61.5 million
for the year ended June 30, 2020.

Act 106-2017 also terminated the previously existing pension programs for ERS
participants as of June 30, 2017, and created the New Defined Contribution Plan for
existing active members and new employees hired on or after July 1, 2017. This plan
is similar to a 401(k) and is managed by a private entity. Future benefits will not be
paid by ERS. Under the New Defined Contribution Plan, members of the prior
programs and new governmental employees hired on and after July 1, 2017, will be
enrolled in the New Defined Contributions Program that will be selected by the
Retirement Board. As of June 22, 2020, the accumulated balance on the accounts of








