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INDEPENDENT AUDITORS’ REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major fund of the Escuela de
Aurtes Pléasticas y Disefio de Puerto Rico, a component unit of the Commonwealth of Puerto Rico (“the School”), as of and for
the year ended June 30, 2021, and the related notes to the financial statements, which collectively comprise the School’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements 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 financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, 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 financial statements 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 significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

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

(Continues)
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To the Board of Directors of
Escuela de Artes Plasticas y Disefio de Puerto Rico
Page 2

INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Opinions

In our opinion, the financial statements referred to in the first paragraph of this report present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of the School, as of June 30, 2021, and
the respective changes in financial position thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis and budgetary comparison information on pages 4-9 and 49-50, respectively be presented to supplement the basic
financial statements. Such information, although not part of the basic financial statements, are required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Management has omitted for the year ended June 30, 2021 required supplementary information, as stated in GASB
Statements No.73 and 75, that accounting principles generally accepted to the United States of America required to be
presented to supplement the basic financial statements. Such missing information, although not a part of the basic financial
statements, is required by Governmental Accounting Standard Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by the missing information.

(Continues)
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To the Board of Directors of
Escuela de Artes Plasticas y Disefio de Puerto Rico
Page 3

INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
School’s basic financial statements. 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 Part 200, Uniform Guidance Requirements, Cost Principles,
and Audit Requirements for Federal Awards, and is not a required part of the basic financial statements.

The schedule of expenditure 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 basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the schedule of expenditure of
federal awards is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 30, 2022 on our
consideration of the School'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 internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering School’s internal control over financial
reporting and compliance.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Management’s Discussion and Analysis
June 30, 2021

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis of the Escuela de Artes Plasticas y Disefio de Puerto Rico provide an overview of the financial
performance and the activities for the fiscal year ended June 30, 2021.

The discussion and analysis is an introduction to the School's basic financial statements, which comprise three components:
1) government-wide financial statements, 2) fund financial statements, and 3) notes to financial statements. This report also
contains other supplementary information in addition to the basic financial statements.

Government- wide Statements (Reporting the School as Whole)

The Statements of Net Assets and Statement of Activities are two financial statements that report information about the
School, as a whole, and about its activities that should help answer this question: Is the School, as a whole, better off or
worse off as a result of this year’s activities. These statements include all non-fiduciary assets and liabilities using the accrual
basis of accounting. The current year's revenue and expense are taken into account regardless of when cash is received or
paid.

The Statement of Net Position (page 10) presents all of the School's assets and liabilities, with the difference between the two
reported as "net assets”. Over time, increases and decreases in net assets is an indicator of whether the School's financial
position is improving or deteriorating.

The Statement of Activities (page 11) presents information showing how the School's net assets changed during the fiscal
year. All changes in net assets are reported when the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows. Therefore, revenues and expense are reported in the statements for some items that will only
result in cash flows in the future fiscal periods.

Fund Financial Statements (Reporting the School's Major Funds)

The funds financial statements provide detailed information about the major individual funds. A fund is a fiscal and
accounting entity with a self-balancing set of accounts the School uses to keep track of specific sources of funding and
spending for a particular purpose.



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Management’s Discussion and Analysis
June 30, 2021

Governmental Funds

All the School's basic services are reported in the governmental funds, which focus in how money flows into and out of those
funds and the balances left at year-end that are available for future spending. Consequently, the governmental fund financial
statements provide a detailed short-term view of the School’s general operation and the basic services it provides.
Governmental fund information helps determine whether there are more or fewer financial resources that can be spent in the
near future to finance the School's programs. These funds are reported using the modified accrual basis of accounting, which
measures cash and all other financial assets that can readily be converted to cash. Under this method, revenues are recognized
when measurable and available. Expenditures are generally recognized when the related fund liability is incurred. This is the
manner in which these funds are normally budgeted. Since the governmental fund statements are presented on a different
measurement focus and basis of accounting than governmental- wide statements, two schedules are presented which briefly
explain the adjustments necessary to reconcile the fund statements with the governmental wide statements.

e Governmental funds include the General Fund and Other Governmental funds that account for resources provided
under federal grants and local special assignment funds legally restricted for expenditures for education programs
oriented to plastic arts.

e Governmental funds also employ encumbrance accounting. Under the encumbrance system, all purchase orders;
contracts and other commitments for the expenditure of funds are recorded in order to reserve that portion of the
applicable appropriation.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full understanding of the data
provided in the government-wide and the fund financial statements. The notes to the basic financial statements can be found
immediately following the basic financial statements.

Required Supplementary Information
The basic financial statements are followed by a section of required supplementary information consisting of a budgetary
comparison between actual operating results with the original budget and the final amended budget for the general fund.

HIGHLIGHTS
Government-wide:

e The assets of the School are over its liabilities at the close of the fiscal year by $8,761,811 (reported as net assets).
Fund Level:

e As of the close of the fiscal year, the School's governmental funds reported combined ending fund balances of
$5,329,518.



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Management’s Discussion and Analysis
June 30, 2021

FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE

The School's net position at the end of the fiscal year ended on June 30, 2021 was $631,808. (See table below).

CONDENSED
Statement of Net
Assets as of June

CONDENSED
Statement of Net
Assets as of June

30, 2021 30, 2020 Change %

ASSETS

Cash and other assets $ 5,574,060 $ 4,757,536 $ 816,524 17%

Capital assets, net 7,888,178 7,974,783 (86,605) (1%)

Total Assets 13,462,238 12,732,319 729,919 6%

Deferred Outflows 906,287 368,042 538,245  146%
LIABILITIES

Liabilities 5,366,067 4,830,506 535,561 11%

Total Liabilities 5,366,067 4,830,506 535,561 11%

Deferred Inflows 240,647 271,448 (30,801) (11%)
NET POSITION:

Invested in capital assets 7,888,178 7,974,783 (86,605)  (1%)

Restricted 3,063,938 2,460,797 603,141 25%

Unrestricted (2,190,305) (2,437,173) 246,868 10%

Total net position $ 8,761,811 $ 7,998,407 $ 763,404 10%

The largest component of the School’s net position as of June 30, 2021 represents its investment in capital assets (e.g.
building, building improvements, furniture and fixtures, other equipment, computers, and motor vehicles, less the related
accumulated depreciation). Consequently, unrestricted net assets showed a ($2,190,305) balance at the end of this year.



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO

(A Component Unit of the Commonwealth of Puerto Rico)

Management’s Discussion and Analysis

June 30, 2021

The following financial information was derived from the government-wide Statement of Activities for the fiscal year

ended June 30, 2021 and reflects how the School's net position changed:

CONDENSED
Statement of Activities

Fiscal Year Fiscal Year
Ended June Ended June
30, 2021 30, 2020 Change %
PROGRAM REVENUES:
Charges for services $ 730,457 $ 1,228,747 ($ 498,290) (41%)
Operating grants and Contributions 5,188,635 4,596,500 592,135 13%
Total program revenues 5,919,092 5,825,247 93,845 2%
GENERAL REVENUES:
Investment appreciation and dividend income 648,126 56,684 591,442 1043%
Total Revenues 6,567,218 5,881,931 685,287 12%
EXPENSES:
Payroll and related costs 1,737,231 1,879,641 (142,410) (8%)
Other expenses 3,590,466 3,162,234 428,232 14%
Depreciation 462,521 428,559 33,962 8%
Total Expenses 5,790,218 5,470,434 319,784 6%
Change in net position $ 777,000 $ 411497 $ 365,503 89%

The 2020-2021 revenues increased by $685,287 when compared with the last fiscal year, mainly due to an increase in the
value of the investments. Total program expenses increased by $319,784 mainly due to an increase in general and

administrative expenses.



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Management’s Discussion and Analysis
June 30, 2021

FINANCIAL ANALYSIS OF THE SCHOOL'S FUNDS
A comparative analysis of overall fund financial activities is presented below:

2021 2020 Change %
ASSETS
Cash $ 1,468,454 $ 1,285,055 $ 183,399 14%
Account receivable tuition fee 1,041,668 1,011,684 29,984 3%
Due from other funds 1,076,519 1,075,499 1,020 0%
Restricted investments 3,063,938 2,460,797 603,141 25%
6,650,579 5,833,035 817,544 14%
LIABILITIES
Account payable 244,542 276,461 (31,919) (12%)
Due to other funds 1,076,519 1,075,499 1,020 0%
1,321,061 1,351,960 (30,899)  (2%)
REVENUES
Legislative appropriations 2,967,704 3,057,472 (89,768) (3%)
Federal grants 2,220,931 1,539,028 681,903 44%
Investments appreciation and dividend income 648,126 56,684 591,442  1043%
Tuitions fees and others 730,457 1,228,747 498,290 (41%)
6,567,218 5,881,931 685,287 12%
EXPENDITURES
Payroll and related costs 1,686,904 1,836,180 (149,276) (8%)
Payments for public services 689,444 616,270 73,174 12%
Professional services 1,302,753 1,219,943 82,810 7%
Insurance expenses 24,742 103,076 (78,334) (76%)
Other expenses 1,573,527 1,222,945 350,582 29%
Capital outlays 375,916 709,583 (333,367) (47%)
$ 5653,286 $ 5707,997 ($ 54,711) 1%

The School's governmental funds showed an increase in assets of $685,287. At the same time revenues from legislature and
federal grants decrease by $120,615, investment income and others increase by $805,902. Total expenditures decreased by
$54,711.  All expenditures categories decrease with compared to prior year except payments for public services,
professional services and other expenses.



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Management’s Discussion and Analysis
June 30, 2021

General Fund Budgetary Highlights:

The 2020-2021 General Fund final expenditures budget was $4,510,000, or $1,090,641 over the actual spending of
$3,419,359. The difference was due to changes in expenditures such as expenses related to contracted and professional
services. Actual revenues were under by $776,347 the budgeted revenues, due to that estimated legislature appropriation and
tuition fees were under the actual.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets
At the end of the fiscal year 2020-2021, the School had invested $7,888,178, net of accumulated depreciation, in a broad

range of capital assets (See table below). Depreciation charged for this fiscal year totaled $428,559.

Cost Acc. Depreciation Net Cff;;?;
Building $ 7,000,000 $2,677,500 $4,322,500
Building improvements 5,231,027 2,105,786 3,125,241
Furniture and fixture 56,250 22,571 33,679
Other equipment 599,881 309,838 290,043
Computers 200,547 83,832 116,715
Total $13,087,705 $5,199,527 $7,888,178

Compensated Absences
At the end of the fiscal year 2020-2021, the School had a debt to cover future commitments for vacation expenses amounting

to $141,423 showing a minimum change in comparison with the prior year.

Economic Outlook
For the year ended June 30, 2021, the School received federal grants for $2,220,931. From this amount, $444,697 represents

reimbursements to students and is presented as part of the other expenses in the special revenue fund. Therefore, the net
amount available for the School operations was $1,776,234. Mainly these funds were used to pay for professional services
recorded as expenses in the general fund and other expenses.

The School is not aware of any other currently known facts, decisions, or conditions that are expected to have a significant
effect on the financial position or results of operations during the next fiscal year (2021-2022).

Contacting the School’s Office of Financial Management
This report is designed to provide a general overview of the School's finances and to demonstrate the School's accountability
for the money it receives. If you have any questions about this report or need additional information, contact the School's

Administration Office at (787) 725-8120.



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Statement of Net Position
June 30, 2021

ASSETS

Current assets

Cash and cash equivalents $ 1,468,454

Account receivables — Tuition fees and other, net 1.041.668

Investments 3.063.938
Total current assets 5.574.060
Non-current assets

Capital assets - Net of accumulated depreciation 7,888,178
TOTAL ASSETS 13,462,238
Deferred Outflows of Resources:

Related to pension plans 896,887

Related to post-employment benefits 9,400

906,287

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES

Current liabilities

$ 14,368,525

Accounts payable $ 244,542

Compensated absences: Expected to be paid within one year 49,701
Total current liabilities 294,243
Net pension liability 4,858,530
Other postemployment benefit plan 121,572
Other liabilities 91,722
Total non-current liabilities 5,071,824
Total liabilities 5,366,067
Deferred Inflows of Resources:

Unamortized investment in Employees Retirement System 240647
NET POSITION:

Invested in capital assets, net 7,888,178

Restricted for:

Student aid 3.063,938
Deficit (2,190,305)

TOTAL NET POSITION

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

The accompanying notes are an integral part of these financial statements.

8,761,811

$ 14,368,525
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO

(A Component Unit of the Commonwealth of Puerto Rico)
Statement of Activities
Year Ended June 30, 2021

Function/Program
Primary institution
General administration:

Payroll and related costs
Payment for public services

Professional services
Insurance expense
Operation and maintenance
Depreciation
Total program expenses

Program revenue
Tuition and fees

General revenues:
Operating grants and contributions
Investment appreciation and dividend income

Total revenues

Change in net position
Net position, beginning of year as previously reported
Prior year adjustment (note 10)

Net position, beginning of year, restated

Net position, end of year

1,737,231
689,444
1,302,753
24,742
1,573,527
462,521
5,790,218
730,457
5,188,635
648,126, 5,836,761
6,567,218
777,000
7,998,407
(13,596)
7,984,811
8,761,811

The accompanying notes are an integral part of these financial statements.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)

ASSETS
Cash and cash equivalents
Account receivables
Due from other funds
Restricted investments

Total assets

LIABILITIES
Account payables
Due to other funds
Total liabilities
FUND BALANCES
Restricted
Unassigned

Total fund balances

Total liabilities and fund balances

Balance Sheets
Governmental Funds
June 30, 2021

Total
General Special Revenue  Capital Project Governmental
Fund Fund Fund Funds
$ 702,786 $ 189,101 $ 576,567 1,468,454
101,973 1,200 938,495 1,041,668
131,516 9,403 935,600 1,076,519
579,816 2,484,122 - 3,063,938
$ 1516,091 $ 2,683,826 $ 2,450,662 6,650,579
$ 203,535 $ 12,144 $ 28,863 244,542
1,076,519 - - 1,076,519
1,280,054 12,144 28,863 1,321,061
- 2,671,682 - 2,671,682
236,037 - 2,421,799 2,657,836
236,037 2,671,682 2,421,799 5,329,518
3 1,516,091 $ 2,683,826 $ 2,450,662 6,650,579

The accompanying notes are an integral part of these financial statements.

12



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Reconciliation of the Balance Sheet
Governmental Funds to the Statement of Net Position
June 30, 2021

Amounts reported as net position for governmental activities in the statement of net position are
different from the amount reported as fund balance in the governmental funds balance sheet because:

Total fund balances as shown on the balance sheet — Governmental funds $

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the governmental funds

Deferred outflows of resources in governmental activities are not recorded in the funds in the current
period

Deferred inflows of resources in governmental activities corresponded to a future period and
therefore are not reported in the funds (

Net pension liability used in governmental activities are not financial resources and, therefore are not
reported in the funds (

Other post-employment benefit plan in governmental activities are not financial resources and, (
therefore are not reported in the funds

Compensated absences used in governmental activities are not financial resources and, therefore are
not reported in the funds. (

5,329,518

7,888,178

906,287

240,647)

4,858,530)

121,572)

141,423)

Total net position of governmental activities $ 8,761,811

13



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Statement of Revenue, Expenditures and
Changes in Fund Balances- Governmental Funds
Year ended June 30, 2021

Special Capital Total
General Revenue Project Governmental
Fund Fund Fund Funds
REVENUES:
Legislative appropriations $ 2,484,129 $ - $ 483,575 $ 2,967,704
Federal grants - 2,220,931 - 2,220,931
Investment revenue 123,144 524,982 - 648,126
Tuition fees and others 642,805 87,652 - 730,457
Total revenues 3,250,078 2,833,565 483,575 6,567,218
EXPENDITURES:
Education:
General and administrative:
Payroll and related cost 1,523,951 15,302 147,651 1,686,904
Payment for public services 689,444 - - 689,444
Professional services 115,178 1,034,235 153,340 1,302,753
Insurance expense 24,742 - - 24,742
Other expenses 334,589 1,135,941 102,997 1,573,527
Capital outlays 66,007 48,449 261,460 375,916
Total expenditures 2,753,911 2,233,927 665,448 5,653,286
Excess of revenue over expenditures 496,167 599,638 (181,873) 913,932
FUND BALANCE as of June 30, 2020 (194,641) 2,072,044 2,603,672 4,481,075
Prior year adjustments (65,489) - - (65,489)
Fund balance as of June 30, 2020, as restated (260,130) 2,072,044 2,603,672 4,415,586
FUND BALANCE as of June 30, 2021 $ 236,037 $ 2,671,682 $ 2,421,799 $ 5,329,518

The accompanying notes are an integral part of these financial statements.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Reconciliation of Statement of Revenue, Expenditures and
Changes in Fund Balances- Governmental Funds to the Statement of Activities
Year ended June 30, 2021

Amounts reported for governmental activities in the statement of activities are different because:

Net change in fund balances as reported in the accompanying statement of revenues, expenditures
and changes in fund balances - governmental funds

Governmental funds report capital outlays as expenditures. However, in the accompanying statement
of activities, the cost of those assets is allocated over their estimated useful lives.

Depreciation expenses

Some expenses reported in the Statement of Activities do not require the use of current financial
resources and therefore are not reported as expenditures in the governmental funds.

Changes in net position of governmental activities

913,932

375,916

462,521)

50,327)

777,000

15



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 1- FINANCIAL REPORTING ENTITY

The Escuela de Artes Plasticas y Disefio de Puerto Rico (the School), is a component unit of the Commonwealth of Puerto
Rico. Law No. 52 of June 21, 1971 (as amended) created the School. Through Law No. 54 of August 22, 1990, the School
acquired its autonomy, which gave it the right to determine its purpose, powers, and functions separate from the Institute of
Culture of Puerto Rico. The School was created to develop, promote, plan and coordinate programs of study in higher
education oriented to the plastic arts and teaching artistic techniques and to help students to develop humanistic values.

The School's financial statements are prepared in accordance with generally accepted accounting principles (GAAP). GAAP
includes all relevant Governmental Accounting Standards Board (GASB) pronouncements. In the government-wide financial
statements and the funds’ financial statements, Financial Accounting Standard Board (FASB) Pronouncements have been
applied unless those pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. The
accounting and reporting framework and more significant accounting are discussed in subsequent subsections of this note.

The School's financial reporting entity comprises all significant activities on which the School exercises oversight
responsibility. There are no blended component units. The School complies with the provisions of Governmental Accounting
Standards Board Statement No. 14, "The Financial Reporting Entity".

The financial statements of the School are intended to present the financial position and the changes in the financial
position of only that portion of the governmental activities of the financial reporting entity of the Commonwealth of
Puerto Rico that is attributable to the transactions of the School. They do not purport to, and do not purport to, and do
not, present fairly the financial position of the Commonwealth of Puerto Rico as of June 30, 2021, the changes in its
financial position, or where applicable, its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government-wide Financial Statements:

The government-wide financial statements include the statement of net position and the statement of activities. These
statements report financial information for the School as a whole excluding fiduciary activities. The statements distinguish
between governmental and business-type activities. There are no business-type activities at the School. Governmental
activities generally are financed through intergovernmental revenues, and state and federal grants.

The government-wide statement of net position is on a full accrual, economic resource basis, which recognizes all long-term
assets and receivables as well as long-term debt and obligations. Any internal activity is eliminated. The school's net position
is reported in three parts: invested in capital assets, net of related debt, restricted net position, and unrestricted net position.
The school first uses restricted resources to finance qualifying activities.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Government-wide Financial Statements (Continued):

The government-wide statement of activities reports both the gross and net cost of each of the School's functions and
activities. The functions are also supported by general government revenues. The statement of activities reduces gross
expenses (including depreciation) by related programs revenues, operating and capital grants. Program revenues must be
directly associated with the function or activity. The net cost (by function activity) is normally covered by general revenue.

The school does not allocate indirect costs. An administrative service fee is charged by the general fund to the other operating
funds that is eliminated like a reimbursement (reducing the revenue and expenses in the general fund) to recover the direct
costs of general fund services provided (finance, personnel, purchasing, legal technology management, etc.)

Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds, each of which is considered to be a separate
accounting entity. Each fund is accounted for by providing a separate set of self-balancing accounts that constitute its assets,
liabilities, fund equity, revenues, and expenditures/ expenses. An emphasis is placed on major funds within the governmental
category. A fund is considered major using if it is the primary operating fund (the general fund) or meets the following
criteria:

a. Total assets, liabilities, revenues or expenditures/ expenses of that individual fund are at least 10% of the
corresponding total for all funds of that category or type; and,

b. Total assets, liabilities, revenues or expenditures/ expenses of the individual fund are at least 5% of the corresponding
total for all governmental funds combined

The funds of the School are described below:

Governmental Funds

General Fund

The general fund is the primary operating fund of the School and is always classified as a major fund. It is used to account for
all activities except those required legally or administratively to be accounted for in other funds. This fund is primarily
financed through appropriations from the Legislature of the Commonwealth of Puerto Rico, federal grants, and tuition fees
paid by the students.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Governmental Funds (Continued)
Special Revenue Fund
Special revenue funds are used to account for the proceeds of specific revenue sources that are legally restricted to

expenditures for certain purposes. Revenue sources are derived from federal and state grants restricted. The School
administers the following special revenue funds:

e Title IV- and Title V US Department of Education
e Restricted donations from the private sector for specific purposes
e State Fiscal Stabilization Fund

Capital Project Fund
The capital project fund is used to account for resources restricted for the acquisition or construction of specific capital

projects or items. The School has one capital project fund and is used to account for the restoration and improvement of its
buildings. Revenues are derived from state government legislative resolutions.

Major and Non-major Funds

Fund Description
Major:
General Fund See above for a description
Special Revenue Fund Title 1V- Federal Pell Grant Program, Supplemental Opportunity

Grant (SEOG), Federal Work Study Program (FWSP), Developing
Serving Hispanic Institutions Title V and Cares Act funds

Capital Project Funds Other funds: Legislature Appropriation for Restoration of School building
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to describe which transactions are recorded within the various financial statements. The
basis of accounting refers to "when" transactions are recorded regardless of the measurement applied.

Measurement Focus

On the government-wide Statement of Net Assets and Statement of Activities, both governmental and business-like activities
are presented using the economic resources measurement focus as defined below. In the fund financial statements, the
"current financial resources" measurement focus or the "economic resources"” measurement focus is used as appropriate:

a. All governmental funds utilize a "current financial resources” measurement focus. Only current financial assets
and liabilities are generally included on their balance sheets. Their operating statements present sources and uses
of available spendable financial resources during a given period. These funds use fund balance as their measure of
available spendable financial resources at the end of the period.

b. Agency Funds are not involved in the measurement of results of operations; therefore, measurement focus is not
applicable to them.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities, both governmental and business-like activities
are presented using the accrual method of accounting. Under this method, revenues are recognized when earned and expenses
are recorded when the liability is incurred, or economic asset is used. Revenues, expenses, gains, losses, assets, and liabilities
resulting from an exchange and exchange-like transaction are recognized when the exchange takes place.

In the fund financial statements, governmental funds are presented on the modified accrual basis of accounting. Under this
method, revenues are recognized when "measurable and available". Measurable means knowing or being able to reasonably
estimate the amount. Available means collectible within the current period or soon enough thereafter to pay current liabilities.
Expenditures, (including capital outlays) are recorded when the related fund is incurred.

ASSETS, LIABILITIES AND EQUITY

Cash and Investment

For the purpose of the statement of net position "cash" includes all demand, savings accounts and certificates of deposits of
the School. Each fund's portion of the pool is displayed on its respective balance sheet as Cash with a fiduciary agent. The
School considers highly liquid investments (including restricted assets) with an original maturity of three months or less
when purchased to be cash equivalents. Federal Deposit Insurance Corporation provides protection for the School's cash as
well as qualified pledged or pooled securities holding the assets.

Investments are reported at fair value, which is determined using selected bases. Short-term investments are reported at cost,
which approximates fair value. Securities traded on a national exchange are valued at their last reported sales price or current
exchange rates. School investments are maintained with a private brokerage firm in an endowment fund invested 100%
invested in mutual funds and cash and sweep balances. Assets are held at a broker’s Firm, which carries their account and
acts as their custodian for funds and securities deposited with them.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ASSETS, LJIABILITIES, AND EQUITY (CONTINUED)

Custodial Credit Risk for Deposits

Custodial credit risk for deposits is the risk that, in an event of a bank failure, the school's deposit might not be recovered.
The Commonwealth requires that public funds deposited in commercial banks must be fully collateralized for the amount
deposited in excess of federal depository insurance.

Custodial Credit Risk for Investments

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to the transaction, the
primary government may not be able to recover the value of the investment or collateral securities that are in the possession
of an outside party. At June 30, 2021 securities investments were unregistered and uninsured and held by the counterparty's
trust department or agent in the School's name.

Investment Income

Investment income, which includes changes in the fair value of the investment, is administratively assigned to the Special
Revenue Fund.

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds that may result in amounts owed
between funds. Those related to goods and services type transactions are classified as "due to and from other funds".
Interfund loans are reported as "inter-fund receivables and payables”. Inter-fund receivables and payables between funds
within governmental activities are eliminated in the statement of net position.

Fixed Assets

The accounting treatment over property and equipment (fixed assets) depends on whether the assets are used in governmental

fund operations or proprietary fund operations and whether they are reported in government-wide or fund financial
statements.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ASSETS, LIABILITIES AND EQUITY (CONTINUED)
Government-wide Statements

In government-wide financial statements, fixed assets are accounted for as capital assets. All fixed assets are valued at
historical cost or estimated historical cost if actual is unavailable, except for donated assets, which are recorded at their
estimated fair value at the date of the donation.

Depreciation of all exhaustible fixed assets is recorded as an allocated expense in the statement of activities, with
accumulated depreciation reflected in the statement of net position. Depreciation is provided over the asset's estimated useful
life using the straight-line method of depreciation. The range of estimated useful lives by type of assets is as follows:

Building 40 years
Building improvement 20 years
Furniture and fixtures 10 years
Other equipment 5 years
Computers 4 years
Software 2 years
Vehicles 5 years

Restricted assets

Restricted assets include cash maintained in an account for the restoration of the building and investments in trust accounts
that are legally restricted as to their use for special grants or purposes.

Compensated Absences

Compensated absences include paid time off made available to employees in connection with vacation, sick leave and
compensatory time. According to GASB 16, the liability for compensated absences recorded in the accompanying
government-wide statement of net position is strictly limited to leave that: (1) is attributable to services already rendered on
or before June 30, 2021, and (2) is not contingent on a specific event (such as illness) that is outside the control of the School
and the employee.

The liability for compensated absences includes salary-related costs, which are directly and incrementally related to the

amount of salary paid to the employee (such as the employer’s share of Social Security taxes, Medicare taxes, employer
contributions to the retirement system and others).
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accounting for Pension Cost

As required by GASB Statement No. 73 “Accounting and Financial Reporting for Pensions and Related Assets That Are Not
Within the Scope of GASB Statement No. 68 governmental employers whose employees are provided with defined benefit
pensions recognize a liability and pension expense and report deferred outflows of resources and deferred inflows of
resources related to pensions administered through a trust that do not meet the requirements of GASB Statement No. 68.

Accounting for Other Postemployment Benefits (“OPEB”)

As required by GASB Statement No. 75 “Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions” (OPEB) transactions should be accounted based on its proportional share of the collective net OPEB liability,
OPEB expense and deferred outflows/inflows of resources reported by the Plan. For purposes of measuring, OPEB costs
should have all been determined on the same basis as they are reported by the Plan. The School’s contribution for OPEB is
included as part of the “Paygo” charges billed on a monthly basis by the Puerto Rico Department of Treasury (“PRDT”).

Equity Classification
Government-wide Statements

Equity is classified as net position and displayed in three components:

a. Invested is capital assets - Consists of capital assets including restricted capital assets, net of accumulated
depreciation.

b. Restricted net position - Consists of net position with constraints placed on the use either by (1) external groups such
as grantors, or laws or regulations of other governments; or (b) law through constitutional provisions or enabling
legislation.

c. Unrestricted net position- All other net position that do not meet the definition of "restricted" or invested in capital
assets.

Fund Statements

Governmental fund equity is classified as fund balance. Fund balance is further classified nonspendable, restricted
committed, assigned or unassigned.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

REVENUES, EXPENDITURES AND EXPENSES

Operating revenues and expenses for government-wide financial statements are classified by function or activity for
governmental activities.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America, as applicable to governmental units, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reported period. Actual results could differ from
those estimates.

RECENTLY ISSUED ACCOUNTING STANDARDS
The GASB has issued the following accounting standards which were adopted, when applicable, by the School or are being

evaluated for the impact that these standards will have on the financial statements:

Recently Issued Accounting Pronouncements

The GASB has issued the following accounting standards, which were adopted when applicable, by the School or are being
evaluated for the impact that these standards will have in the financial statements:

GASB Statement No. 91, Conduit Debt Obligations. This Statement requires issuers to disclose general information about
their conduit debt obligations, organized by type of commitment, including the aggregate outstanding principal amount of the
issuers’ conduit debt obligations and a description of each type of commitment. Issuers that recognize liabilities related to
supporting the debt service of conduit debt obligations also should disclose information about the amount recognized and
how the liabilities changed during the reporting period. The requirements of this Statement are effective for reporting periods
beginning after December 15, 2020.

GASB Statement No. 92, Omnibus 2020. This Statement addresses a variety of topics and includes specific provisions about
the following, the effective date of Statement No. 87, Leases, and Implementation Guide No. 2019-3, Leases, for interim
financial reports; Reporting of intraentity transfers of assets between a primary government employer and a component unit
defined benefit pension plan or defined benefit other postemployment benefit (OPEB) plan; The applicability of Statement
No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the Scope of GASB
Statement 68, and Amendments to Certain Provisions of GASB Statements 67 and 68, as amended, and No. 74, Financial
Reporting for Postemployment Benefit Plans Other Than Pension Plans, as amended, to reporting assets accumulated for
postemployment benefits; The applicability of certain requirements of Statement No. 84, Fiduciary Activities, to
postemployment benefit arrangements; measurement of liabilities (and assets, if any) related to asset retirement obligations
(AROs) in a government acquisition; Reporting by public entity risk pools for amounts that are recoverable from reinsurers
or excess insurers; Reference to nonrecurring fair value measurements of assets or liabilities in authoritative literature; and
terminology used to refer to derivative instruments. The portion of this Statement that relates to the effective date of
Statement 87 and its associated implementation guidance are effective upon issuance. Provisions related to intra-entity
transfers of assets and applicability of Statements 73 and 74 are effective for fiscal years beginning after June 15, 2021. The
remaining requirements related to asset retirement obligations are effective for government acquisitions occurring in
reporting periods beginning after June 15, 2021. Earlier application is encouraged and is permitted by topic.
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Notes to Basic Financial Statements
June 30, 2021

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Recently Issued Accounting Pronouncements (Continued)

GASB Statement No. 93, Replacement of Interbank Offered Rates. The objective of this Statement is to address those and
other accounting and financial reporting implications that result from the replacement of an Interbank Offered Rate (IBOR).
Some governments have entered into agreements in which variable payments made or received depend on an IBOR—most
notably, the London Interbank Offered Rate (LIBOR). As a result of global reference rate reform, LIBOR is expected to
cease to exist in its current form at the end of 2021, prompting governments to amend or replace financial instruments for the
purpose of replacing LIBOR with other reference rates, by either changing the reference rate or adding or changing fallback
provisions related to the reference rate. The removal of LIBOR as an appropriate benchmark interest rate is effective for
reporting periods ending after December 31, 2021. All other requirements of this Statement are effective for reporting
periods beginning after June 15, 2021. Earlier application is encouraged.

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payments Arrangements. The
primary objective of this Statement is to improve financial reporting by addressing issues related to public-private and public-
public partnership arrangements (PPPs). This Statement also provides guidance for accounting and financial reporting for
availability payment arrangements (APAs). As defined in this Statement, an APA is an arrangement in which a government
compensates an operator for services that may include designing, constructing, financing, maintaining, or operating an
underlying nonfinancial asset for a period of time in an exchange or exchange-like transaction. This Statement requires that
PPPs that meet the definition of a lease apply the guidance in Statement No. 87, Leases, as amended, if existing assets of the
transferor that are not required to be improved by the operator as part of the PPP arrangement are the only underlying PPP
assets and the PPP does not meet the definition of a service concession arrangement (SCA). This Statement also provides
specific guidance in financial statements prepared using the economic resources measurement focus for a government that is
an operator in a PPP that either (1) meets the definition of an SCA or (2) is not within the scope of Statement 87, as amended
(as clarified in this Statement). This Statement also requires a government to account for PPP and non-PPP components of a
PPP as separate contracts. This Statement also requires an amendment to a PPP to be considered a PPP modification, unless
the operator’s right to use the underlying PPP asset decreases, in which case it should be considered a partial or full PPP
termination. The requirements of this Statement are effective for fiscal years beginning after June 15, 2022, and all reporting
periods thereafter. Earlier application is encouraged.

GASB Statement No. 96, Subscription Based Information Technology Arrangements. The primary objective of this
Statement is to provide guidance on the accounting and financial reporting for subscription-based information technology
arrangements (SBITAs) for government end users (governments). This Statement (1) defines a SBITA; (2) establishes that a
SBITA results in a right-to-use subscription asset—an intangible asset—and a corresponding subscription liability;
(3) provides the capitalization criteria for outlays other than subscription payments, including implementation costs of a
SBITA; and (4) requires note disclosures regarding a SBITA. To the extent relevant, the standards for SBITAs are based on
the standards established in Statement No. 87, Leases, as amended. The requirements of this Statement are effective for fiscal
years beginning after June 15, 2022, and all reporting periods thereafter. Earlier application is encouraged.

24



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Recently Issued Accounting Pronouncements (Continued)

GASB Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial Reporting for Internal Revenue
Code Section 457 Deferred Compensation Plans-an amendment of GASB Statements No. 14 and No. 84, and a supersession
of GASB Statement No. 32. The primary objectives of this Statement are to (1) increase consistency and comparability related
to the reporting of fiduciary component units in circumstances in which a potential component unit does not have a governing
board and the primary government performs the duties that a governing board typically would perform; (2) mitigate cost
associated with the reporting of certain defined contribution pension plans other than pension plans or OPEB plans (other
employee benefits plans) as fiduciary component units in fiduciary fund financial statements; and (3) enhance the relevance,
consistency, and comparability of the accounting and financial reporting for Internal Revenue Code (IRC) Section 457
deferred compensation plans (Section 457 plans) that meet the definition of a pension plan and for benefits provided through
those plans.

The requirements of this Statement that are related to the accounting and financial reporting for Sections 457 plans are
effective for fiscal years beginning after June 15, 2021.

GASB Statement No. 98, The Annual Comprehensive Financial Report. The objective of this statement is to establish the
term annual comprehensive financial report and its acronym ACFR. That new term and acronym replace instances of
comprehensive annual financial report and its acronym in generally accepted accounting principles for state and local
governments. This Statement was developed in response to concerns raised by stakeholders that the common pronunciation
of the acronym for comprehensive annual financial report sounds like a profoundly objectionable racial slur. This Statement’s
introduction of the new term is founded on a commitment to promoting inclusiveness. The requirements of this Statement are
effective for fiscal years ending after December 15, 2021. Earlier application is encouraged.

GASB Statement No. 99, Omnibus 2022. The objectives of this Statement are to enhance comparability in accounting and
financial reporting and to improve the consistency of authoritative literature by addressing (1) practice issues that have been
identified during implementation and application of certain GASB Statements and (2) accounting and financial reporting for
financial guarantees. The requirements related to leases, PPPs, and SBITAs are effective for fiscal years beginning after June
15, 2022. The requirements related to financial guarantees and the classification and reporting of derivative instruments
within the scope of Statement 53 are effective for fiscal years beginning after June 15, 2023.

GASB Statement No. 100, Accounting Changes and Error Corrections-an amendment of GASB Statement No. 62. The
primary objective of this Statement is to enhance accounting and financial reporting requirements for accounting changes and
error corrections to provide more understandable, reliable, relevant, consistent, and comparable information for making
decisions or assessing accountability. The requirements of this statement are effective for fiscal years beginning after June 15,
2023. Earlier application is encouraged.

GASB Statement No. 101, Compensated Absences. The objective of this Statement is to better meet the information needs of
financial statement users by updating the recognition and measurement guidance for compensated absences. That objective is
achieved by aligning the recognition and measurement guidance under a unified model and by amending certain previously
required disclosures. The requirements of this statement are effective for fiscal years beginning after December 15, 2023.
Earlier application is encouraged.

25



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ACCOUNTING FOR THE IMPAIRMENT OR CAPITAL ASSETS

The School accounts for asset impairment under the provisions of GASB Statement No. 42, Accounting and Financial
Reporting for Impairment of Capital Assets and for Insurance Recoveries. This statement establishes accounting and financial
reporting standards for impairment of capital assets. A capital asset is considered impaired when its service utility has
declined significantly and unexpectedly. This statement also establishes accounting requirements for insurance recoveries. A
capital asset generally should be considered impaired if both (a) the decline in service utility of the capital asset is large in
magnitude and (b) the vent or change in circumstance is outside the normal life cycle of the capital asset. Impaired capital
assets that will no longer be used by the government should be reported at the lower of carrying value or fair value. The
provisions of this statement did not affect the accompanying financial statements.

NOTE 3- STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

By its nature as a government unit, and as a recipient of federal grants, the School is subject to various federal and local
laws and regulations. An analysis of the School's compliance with significant laws and regulations and a demonstration of its
stewardship over the School's resources follows:

FUND ACCOUNTING REQUIREMENT

The School complies with all local and federal funds laws and regulations requiring the use of separate funds. The legally
required funds used by the School include the following:

Fund Required by
Capital Project Fund-Restoration of Building Local Agreement
Title IV-Pell Grant Grant Agreement
Developing Hispanic Serving Institutions Title V
and Cares Act funds Grant Agreements
SEOG and FWS program Grant Agreement
State Legislative Resolutions Local ~Agreement
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NOTE 3- STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

REVENUE RESTRICTIONS

The School has various restrictions placed over certain revenue sources from local or federal requirements. The primary
restricted revenue sources include:

» Puerto Rico Council of Superior Education Legal Restriction of Use
e Title I'V-Pell Grant Legal Restriction of Use
Developing Hispanic Serving Institutions- Title V Legal Restriction of Use
Cares Act Funds Legal Restriction of Use
» Supplemental Educational Opportunity Program Legal Restriction of Use
* Federal Work-Study Program Legal Restriction of Use
» Capital Project-Restoration of Building Legal Restriction of Use
» State Fiscal Stabilization Fund Legal Restriction of Use

For the year ended June 30, 2021, the School complied, in all material respects, with these revenue restrictions.
Also, for the year ended June 30, 2021, the School received federal grants for $1,508,181 of which $444,697 represents

reimbursements to students and is shown as part of other expenses in the special revenue fund. Therefore, the net amount
available for the School operations was $1,063,484.

NOTE 4 - CUSTODIAL RISK RELATED TO DEPOSITS AND INVESTMENTS

The School established an investment guide for the purpose of defining and assigning responsibilities to all persons and
entities involved in the process of controlling and investing the fund's resources. There is a special committee within the
Board of Directors of the School with the responsibility to assure that management of the fund is consistent with the
investment guide requirements. In addition, an external investment consultant, licensed by the Security and Exchange
Commission, should be contracted to evaluate the investment portfolio regularly and determine if the investments have been
made according to the rules established. The consultant must provide recommendations to the investment committee of any
action necessary to accomplish the goals and objectives of the fund. Investments are uninsured and unregistered held by the
counterparty's trust department or agent in the school's name.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO

(A Component Unit of the Commonwealth of Puerto Rico)

Notes to Basic Financial Statements

June 30, 2021

NOTE 5- DETAIL ON TRANSACTIONS CLASSES/ACCOUNTS

The following notes presents detail information to support the amounts reported in the basic financial statements
for its various assets, liabilities, equity, revenues, and expenditures/ expenses.

CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2021, was as follows:

Balance at Balance at
June 30,2020 Additions Retirements June 30,2021
Buildings $ 7,000,000 $ - $ - $7,000,000
Building Improvements 4,961,027 270,000 5,231,027
Furniture and fixtures 47,140 9,110 56,250
Other equipment 556,398 43,483 599,881
Computers 147,225 53,322 200,547
Total capital assets $12,711,790 $375,915 $ - $13,087,705
The accumulated depreciation is as follows:
Balance at Balance at
June 30,2020 Additions Retirements June 30,2021
Buildings $2,520,000 $157,500 $ - $2,677,500
Building Improvements 1,895,599 210,187 2,105,786
Furniture and fixtures 15,892 6,679 22,571
Other equipment 247,621 62,217 309,838
Computers 57,895 25,937 83,832
Total Accum. Depreciation $4,737,007 $462,520 - $5,199,527
Net capital assets $7,974,783 ($ 86,605 ) $ - $7,888,178
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NOTE 5- DETAIL ON TRANSACTIONS CLASSES/ACCOUNTS (CONTINUED)

COMPENSATED ABSENCES

As of June 30, 2021, the accrued compensated absences of the School consisted of the following:

Beginning Year Accrued Expensed Ending Year
Vacations $111,438 $29,985 $141,423
$111,438 $29,985 $141,423

NOTE 6 - DEFERRED OUTFLOW/INFLOW OF RESOURCES

Pursuant to GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position, and GASB Statement No. 65, Items Previously Reported as Assets and Liabilities, the School
recognized deferred outflows of resources in the government-wide financial statements. These items are consumption of the
net position by the School that is applicable to a future reporting period. Previous financial reporting standards do not include
guidance for reporting those financial statement elements, which are distinct from assets and liabilities. The School has one
item that are reportable on the Government-wide Statement of Net Position that is relates to outflows from changes in the net
pension liability.

Under the modified accrual basis of accounting, it is not enough that revenue is earned; it must also be available to finance
expenditures of the current period. Governmental funds Balance Sheet report deferred inflows of resources in connection
with receivables for revenues that are not considered to be available to liquidate liabilities of the current period (unavailable).
Governmental funds also defer revenue recognition in connection with resources that have been received, but not yet earned.

At the end of the current fiscal year, the various components of the deferred outflows of resources reported in the basic
financial statements were as follows:

Governmental Activities:
Deferred Outflows of Resources
Related to pension plans $ 896,887
Related to post-employment benefits $ 9,400

Deferred Inflows of Resources
Unamortized Investments in the Employees Retirement System $ 240,647
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NOTE 7 - PENSION PLAN

Description of the Plan

Employees of the School participate in the Employee’s Retirement System of the Government of the Commonwealth of
Puerto Rico (ERS) administered by the Puerto Rico Government Employees and Judiciary Retirement Systems
Administration. The ERS is cost-sharing multiple-employer defined benefit pension plan sponsored by the Commonwealth
under the Act No. 447, approved on May 15, 1951, as amended (Act No. 447) and began operation on January 1, 1952, at
which date, contributions by employers and participating employees commenced. Act No. 1 of February 16, 1990 (Act No. 1)
and Act No. 305 of September 24, 1999 (Act No. 305 or Hybrid Program) establish, among other things, a defined
contribution program. The ERS is a pension trust of the Commonwealth. All qualified permanent and probationary
employees of the Commonwealth and its instrumentalities and of certain municipalities and component units not covered by
their own retirement systems are eligible to participate in the ERS. The ERS, as a governmental retirement plan, is excluded
from the provisions of the Employee Retirement Income Security Act of 1974 (ERISA)

Certain provisions are different for the three groups of members who entered the ERS prior to July 1, 2013 as described
below:

o Members of Act No. 447 are generally those members hired before April 1, 1990 (Defined Benefit Program)

o Members of Act No. 1 are generally those members hired on or after April 1, 1990 and on or before December 31,
1999 (Defined Contribution Program)

o Members of Act No. 305 are generally those members hired on or after January 1, 2000 and on or before June 30,
2013 (Define Contribution Hybrid Program). Each member has a no forfeitable right to the value of his/her account.
Members have three options to invest their contributions. Investment income is credited to the member’s account
semiannually. The Commonwealth does not guarantee benefits at retirement age.

All regular employees hired for the first time on or after July 1, 2013, and former employees who participated in the Defined
Benefit Program and the Define Contribution Hybrid Program, and were rehired on or after July 1, 2013, become members
of the Define Contribution Hybrid Program as a condition to their employment. In addition, employees who at June 30,
2013, were participants of previous programs will become part of the Define Contribution Hybrid Program.

Each member has no forfeitable right to the value of his/her account. Members have three options to invest their
contributions.  Investment income is credited to the member’s account semiannually. The Commonwealth does not
guarantee benefits at the retirement age.

The assets of the Defined Benefit Program, the Defined Contribution Program and the Contribution Hybrid Program are
pooled and invested by the ERS. Future benefit payments will be paid from the same pool of assets.

Participant of the Program
Shall mean, until June 30, 2013, every person for whom the Administrator maintains an account under the Retirement
Savings Account Program pursuant to the provisions of Chapter 3 of Act No. 447. Beginning on July 1, 2013, it shall mean

every person for whom the Administrator maintains an account under the Defined Contribution Hybrid Program pursuant to
the provisions of Chapter 5 of this Act.
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Membership in the ERS is mandatory, except for the Governor of Puerto Rico, Government Secretaries, heads of public
agencies and instrumentalities, the Governor’s aides, gubernatorial appointees of commissions and boards, members of the
Legislature, the Comptroller of Puerto Rico, the employees of the Agricultural Extension Service of the U.P.R., the
Ombudsman and the Commonwealth Election Board employees (Article 1-105). In addition, membership is optional for
eligible employees while working and residing outside the territorial limits of the Commonwealth of Puerto Rico (Act No.
112 of 2004).

As of July 1, 2013, every employee who is a participant of the ERS, including mayors, regardless of the date when he/she
was first appointed to the Government of the Commonwealth of Puerto Rico, its instrumentalities, municipalities or
participating employers of the ERS, shall become part of the Defined Contribution Hybrid Program.

Notwithstanding the fact that a superannuation retirement annuity is payable for life, if annuitants return to the service, the
payment of their annuity shall be suspended. After an annuitant separates from service, payment of the suspended annuity
shall resume and he/she shall also have the option to withdraw the contributions made since the date he/she returned to
service up until he/she separates from service if, after returning to service, he/she worked less than five (5) years or accrued
contributions for less than ten thousand dollars ($10,000). In the event the annuitant worked five (5) years or more and
contributed ten thousand dollars ($10,000) or more, after returning to service, he/she shall be entitled, after his/her separation
from service and after reaching the age established in Section 5-110 of Act No. 447, to receive an additional annuity
computed pursuant to Section 5-110 of this Act, based on the contributions made since the date said annuitant returned to
service until his/her separation from it.

This summary of plan provisions is intended to describe the essential features of the plan. All eligibility requirements and
benefit amounts shall be determined in strict accordance with the plan document itself.

(1) Creditable Service
(a) Creditable Service for Act No. 447 members — the years and months for plan participation, during which

contributions have been made, beginning on the later of date of hire or January 1, 1952 and ending on date of
separation from service. For purposes of calculating Creditable Service, the following schedule shall apply:

Service During a Fiscal Year Creditable Service Earned
15 days during the same month 1 month
2 months and 15 days to 5 months and 14 1
days 2 year
5 months and 15 days to 8 months and 14 ¥,
days 4 year
8 months and 15 days to 12 months 1 year

Note: All the days must be during the same months

In general, Creditable Service may be earned for any period of employment during which no contributions were
made if Accumulated Contributions for such periods are paid to the ERS. The same rules hold for rehired
employees who previously received a refund of Accumulated Contributions at separation (Article 1-106).
Creditable Service also includes purchased service, if any (Article 1-106).
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(1) Creditable Service (Continued)

(b) Creditable Service for Act No. 1 members — the years and completed months of plan participation, during
which contributions have been made, beginning on date of hire and ending on date of separation from service
(Article 1-106 and 2-109). For purposes of calculating Creditable Service, the following schedule shall apply:

Service During a Fiscal Year Creditable Service Earned
Less than 3 months None
3to 5 months Yo year
6 to 8 months Y year
9 months or more 1 year

In general, Creditable Service may be earned for any period of employment during which no contributions were
made if Accumulated Contributions for such periods are paid to the ERS. The same rules hold for rehired
employees who previously received a refund of Accumulated Contributions at separation (Article 1-106).
Creditable Service also includes purchased service, if any (Article 1-106).

(2) Service Retirements

(a) Eligibility for Act No. 447 Members — members who were eligible to retire as of June 30, 2013 continue to be
eligible to retire at any time. Prior to July 1, 2013, Act No. 447 members could retire upon (1) attainment of
age 55 with 25 years of credited service, (2) attainment of age 58 with 10 years of credited service, (3) any
age with 30 years of credited service, (4) for Public Officers in High Risk Positions (the Commonwealth
Police and Firefighter Corps, the Municipal Police and Firefighter Corps and the Custody Office Corps),
attainment of age 50 with 25 years of credited service, and (5), for Mayors of municipalities, attainment of
age 50 with 8 years of credited service as a Mayor. In addition, Act No. 447 members who attained 30 years
of credited service by December 31, 2013 are eligible to retire at any time.

Act No. 447 members who were not eligible to retire as of June 30, 2013 and did not attain 30 years of
credited service by December 31, 2013 are eligible to retire upon attainment of the retirement eligibility age
shown in the table below with 10 years of credited service.

Attained Age as of

Date of Birth June 30, 2013

Retirement Eligibility Age

July 1, 1957 or later 55 or less 61
July 1, 1956 to June 30, 1957 56 60
Before July 1, 1956 57 and up 59

In addition to the requirements in the table above, Act No. 447 Public Officers in High Risk Positions who
were not eligible to retire as of June 30, 2013 and did not attain 30 years of credited service by December 31,
2013 are eligible to retire directly from active service upon the attainment of age 55 with 30 years of credited
service.
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(2) Service Retirements (Continued)

(b) Eligibility for Act No. 1 Members — members who were eligible to retire as of June 30, 2013 continue to be

(©

eligible to retire at any time. Prior to July 1, 2013, Act No. 1 members could retire upon (1) attainment of age
55 with 25 years of credited service, (2) attainment of age 65 with 10 years of credited service, (3) for Public
Officers in High Risk Positions, any age with 30 years of credited service, and (4) for Mayors, attainment of
age 50 with 8 years of credited service as a Mayor.

Act No. 1 members who were not eligible to retire as of June 30, 2013 are eligible to retire upon attainment of
age 65 with 10 years of credited service. In addition, Act No. 1 Public Officers in High Risk Positions who
were not eligible to retire as of June 30, 2013 are eligible to retire directly from active service upon the
attainment of age 55 with 30 years of credited service.

Eligibility for System 2000 Members — members who were eligible to retire as of June 30, 2013 continue to
be eligible to retire at any time. Prior to July 1, 2013, System 2000 members could retire upon attainment of
age 55 for Public Officers in High Risk Positions and attainment of age 60 otherwise.

System 2000 members who were not eligible to retire as of June 30, 2013 are eligible to retire upon
attainment of age 55 for Public Officers in High Risk Positions and upon attainment of the retirement
eligibility age shown in the table below otherwise.

Date of Birth Attained Age Retlremezgfllglblllty
as of June 30, 2013
July 1, 1957 or later 55 or less 65
July 1, 1956 to June 30, 1957 56 64
July 1, 1955 to June 30, 1956 57 63
July 1, 1954 to June 30, 1955 58 62
Before July 1, 1954 59 and up 61

(d) Eligibility for Members Hired after June 30, 2013 — attainment of age 58 if a Public Officer in a High-Risk

Position and attainment of age 67 otherwise.
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(3) Service Retirement Annuity Benefits

An annuity payable for the lifetime of the member equal to the annuitized value of the balance in the hybrid
contribution account at the time of retirement, plus, for Act No. 447 and Act No. 1 member, the accrued benefit
determined as of June 30, 2013. If the balance in the hybrid contribution account is $10,000 or less, it shall be
paid as a lump sum instead of as an annuity.

(@) Accrued Benefit as of June 30, 2013 for Act No. 447 Members — The accrued benefit as of June 30, 2013
shall be determined based on the average compensation, as defined, for Act No. 447 members, the years of
credited service, and the attained age of the member all as of June 30, 2013. For Act No. 447 Mayors, the
highest compensation, as defined, as a Mayor is determined as of June 30, 2013.

If the Act No. 447 member had at least 30 years of credited service as of June 30, 2013, the accrued benefit
equals 65% of average compensation if the member was under age 55 as of June 30, 2013 or 75% of average
compensation, if the member was at least age 55 as of June 30, 2013. For participants selecting to coordinate
with social security (the Coordination Plan), the benefit is re-calculated at the Social Security Retirement Age
(SSRA), as defined, as 1.5% of average compensation up to $6,600 multiplied by years of credited service, up
to 30 years, plus 65% (75% if the member was at least age 55 as of June 30, 2013) of average compensation
in excess of $6,600.

If the Act No. 447 member had less than 30 years of credited service as of June 30, 2013, and attains 30 years
of credited service by December 31, 2013, the accrued benefit equals 55% of the average compensation, if the
member was under age 55 as of June 30, 2013 or 60% of average compensation, if the member was at least
age 55 as of June 30, 2013. For participants selecting the Coordination Plan, the benefit is re-calculated at
SSRA as 1.5% of average compensation up to $6,600 multiplied by years of credited service, up to 30 years,
plus 55% (60% if the member was at least age 55 as of June 30, 2013) of average compensation in excess of
$6,600. Member contributions received from Act No. 447 members eligible for this transitory benefit during
the period beginning July 1, 2013 and ending upon the attainment of 30 years of credited service are
considered pre-July 1, 2013 contributions; the contributions to the hybrid contribution account begin after the
member attains 30 years of credited service.

If the Act No. 447 member had less than 30 years of credited service as of December 31, 2013, the accrued
benefit equals 1.5% of average compensation multiplied by years of credited service up to 20 years, plus 2%
of average compensation multiplied by years of credited service in excess of 20 years. Maximum benefit is
75% of average compensation. Except for Commonwealth Police and Commonwealth Firefighters, the
benefit is actuarially reduced for each year payment commences prior to age 58. For participants selecting the
Coordination Plan, the basic benefit is re-calculated at SSRA as 1% of average compensation up to $6,600
multiplied by years of credited service up to 20 years, plus 1.5% of average compensation in excess of $6,600
multiplied by years of credited service up to 20 years, plus 2.0% of average compensation in excess of $6,600
multiplied by years of credited service in excess of 20 years. Except for Police and Firefighters, the benefit is
actuarially reduced for each year payment commences prior to age 58.

34



ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Notes to Basic Financial Statements
June 30, 2021

NOTE 7 - PENSION PLAN (CONTINUED)

(3) Service Retirement Annuity Benefits (Continued)

(4)

®)

(b) Accrued Benefit as of June 30, 2013 for Act No. 1 Members — The accrued benefit as of June 30, 2013 shall

(©

be determine based on the average compensation for Act No. 1 member, the years of credited service, and the
attained age of the member all as of June 30, 2013. For Act No. 1 Mayors, the highest compensation as a
Mayor is determined as of June 30, 2013.

If the Act No. 1 member is a police officer or firefighter with at least 30 years of credited service as of June
30, 2013, the accrued benefit equals 65% of average compensation if the member was under age 55 as of June
30, 2013 or 75% of average compensation if the member was at least age 55 as of June 30, 2013.

For all other Act No. 1 Mayors with at least 8 years of credited service as a mayor, the accrued benefit will
not be less than 5% of highest compensation as a Mayor for each year of credited service as a Mayor up to 10
years, pus 1.5% of highest compensation as Mayor for each year of non-Mayoral credited service up to 20
years, plus 2.0% of highest compensation as Mayor for each year of hon-Mayoral credited service in excess
of 20 years. Non-Mayoral credited service includes service earned as a Mayor in excess of 10 years.
Maximum benefit is 90% of highest compensation as a Mayor.

Coordination with Social Security Act for Act No. 447 Members — Except for police, mayors and employees
of the Agricultural Extension Service of the U.P.R., participants may elect to coordinate coverage under the
ERS with Federal Social Security by selecting the lower of two contribution options. Those participants
selecting Option (1), the Coordination Plan, are subject to a benefit recalculation upon attainment of Social
Security Retirement Age. Those participants selecting Option (2), the Supplementation Plan, will continue to
receive the same benefits for life, without any adjustment at SSRA. At any time, up to retirement, participants
may change from Option (1) to Option (2) by making a contribution including interest to the ERS, retroactive
to the later of July 1, 1968 or the date of plan entry, that will bring their career Accumulated Contributions to
the Option (2) level. All police, mayors and employees of the Agricultural Extension Service of the U.P.R.
are covered under Option (2), the Supplementation Plan.

Compulsory Retirement

All Act No. 447 and Act No. 1 Public Officers in High Risk Positions must retire upon attainment of age 58 and
30 years of credited service. A two-year extension may be requested by the member from the Superintendent of
the Puerto Rico Police, the Chief of the Firefighter Corps, or supervising authority as applicable.

Termination Benefits

(@ Lump Sum Withdrawal

Eligibility: A Member is eligible upon the termination of service prior to 5 years of service or if the balance
in the hybrid contributions account is $10,000 or less.

Benefit: The benefit equals a lump sum payment of the balance in the hybrid contribution account as of the
date of the permanent separation of service.
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®)

(6)

Termination Benefits

(b) Deferred Retirement

Eligibility: A member is eligible upon the termination of service with 5 or more years of service (10 years of
credited service for Act No. 447 and Act No. 1 members) prior to the applicable retirement eligibility, provided
the member has not taken a lump sum withdrawal of the accumulated contributions and the hybrid contribution
account.

Benefit: An annuity payable for the lifetime of the member commencing at the applicable retirement eligibility
age equal to the annuitized value of the balance in the hybrid contribution account at the time of retirement,
plus, for Act No. 447 and Act No. 1 members, the accrued benefit determined as of June 30, 2013.

Death Benefits

(@) Pre-Retirement Death Benefit

Eligibility: Any current non-retired member is eligible.

Benefit: A refund of the hybrid contribution account, plus the accumulated contributions for Act No. 447
and Act No. 1 members.

(b) High-Risk Death Benefit under Act No. 127

Eligibility: Police, firefighters, and other employees in specified high-risk positions who die in the line of work
due to reasons specified in Act No. 127 of 1958, as amended.

Spouse’s Benefit: 50% of the participant’s compensation at date of death, payable as an annuity until death or
remarriage.

Children’s Benefit: 50% of the participant’s compensation at date of death, payable as an annuity, and allocated
pro-rata among eligible children. The annuity is payable for life for a disabled child, until age 18 for a
nondisabled child not pursuing studies, and until age 25 for a nondisabled child who is pursuing studies.

Benefit if No Spouse or Children: The parents of the member shall each receive 50% of the participant’s
compensation at date of death, payable as an annuity for life.

Post-death Increases: Effective July 1, 1996 and subsequently every three years, the above death benefits are
increased by 3% provided that the beneficiary(ies) had been receiving payments for at least three years.

The cost of these benefits is paid by the Commonwealth’s General Fund.
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(i)

(d)

©

(c) Post-Retirement Death Benefit for Members who retired prior to July 1, 2013

Eligibility: Any retiree or disabled member receiving a monthly benefit who has not elected a reversionary
annuity and whose benefits commenced prior to July 1, 2013.

Benefit: The benefit is as follows (Act No. 105, as amended by Act No. 4):

For those married or with dependent children at the time of death, the annual income to a widow, or widower or
dependent children is equal to 60% (50% if in the Coordination Plan — 30% prior to January 1, 2004) of the
retirement benefit payable for life for a surviving spouse and/or disabled children and payable until age 18 (age
25 if pursuing studies) for nondisabled children. If in the Coordination Plan, the benefit to the surviving spouse
does not begin until the spouse’s attainment of age 60 and the surviving spouse must have been married to the
member for at least 10 years to be eligible for this benefit. The increase in the percentage from 30% to 50% if in
the Coordination Plan is paid by the General Fund for former government employees or by the public enterprise
or municipality for their former employees.

The benefit, when there is no relation as stated above, is equal to the remaining balance of accumulated
contributions at the time of retirement after the deduction of lifetime annual income paid and is payable to a
beneficiary or to the member’s estate. In no case, shall the benefit be less than $1,000. Either the
Commonwealth’s General Fund for former government employees or the public enterprise or municipality for
their former employees pays the difference, up to $250, between (1) the accumulated contributions less the
lifetime annual income paid and (2) $1,000. The ERS pays for the rest.

Post-Retirement Death Benefit for Members who began receiving a monthly benefit after to June 30, 2013

Eligibility: Any retiree or disabled member who has not elected a reversionary annuity and whose benefits
commenced prior to July 1, 2013.

Benefit: If the member elected at the time of retirement to transfer a portion of the annuity to a beneficiary by
selecting an actuarially equivalent optional form of payment, the applicable survivor benefit.

For all members, the excess, if any, of the hybrid contribution account, plus the accumulated contributions for
Act No. 447 and Act No. 1 members, at the time of retirement over the total annuity payments paid to the
member and any beneficiary per the terms of the optional form of payment shall be payable to a beneficiary or
the member’s estate.

Beneficiaries receiving occupational death benefits as of June 30, 2013 continue to be eligible to receive such
benefits
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Disability Benefits
(a) Disability
Eligibility: All members are eligible upon the occurrence of disability.

Benefit: The balance of the hybrid contribution account is payable as lump sum distribution, an immediate
annuity or a deferred annuity at the election of the participant. Act No. 447 and Act No. 1 members remain
eligible to receive the accrued benefit as of June 30, 2013 commencing at the applicable retirement eligibility
age.

(b) High-Risk Death Benefit under Act No. 127

Eligibility: Police, firefighters, and other employees in specified high-risk positions who disabled in the line of
work due to reasons specified in Act No. 127 of 1958, as amended.

Benefit: 80% (100% for Act No. 447 members) of compensation as of date of disability, payable as an annuity.
If the member dies while still disabled, this annuity benefit continues to his beneficiaries. Beneficiaries include
the surviving spouse and/or disabled children (for life), nondisabled children until age 18 (age 25 if pursuing
studies), and the parents if no other beneficiaries. Effective July 1, 1996 and subsequently every three years, the
disability benefit is increased by 3% provided that the member (or beneficiary) had been receiving payments for
at least three years (Act No. 127 of 1958, as amended). The cost of these benefits is paid by the
Commonwealth’s General Fund.

(c) Members who qualified for occupational or non-occupational disability benefits as of June 30, 2013
continue to be eligible to receive such benefits.

(d) Disability Insurance

The Administrator, with the approval of the Board, shall establish a disability benefits program, which shall
provide a temporary annuity in the event of total and permanent disability. Disability benefits may be provided
through one or more disability insurance contracts with one or more insurance companies authorized by the
Insurance Commissioner of Puerto Rico to conduct business in Puerto Rico. The determination as to whether a
person is partially or totally and permanently disabled, shall be made by the insurance company that issues the
insurance policy covering the person. All the participants of the Program who are employees shall avail
themselves to the disability benefits program in the manner and form established by the Administrator.
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(i)

(iii)

Special Benefits
(@ Minimum Benefits
Past Ad hoc Increases

The Legislature, from time, increases pensions for certain retirees as described in Act No. 124 approved on June
8, 1973 and Act No. 23 approved on September 23, 1983. The benefits are paid 50% by the Commonwealth’s
General Fund and 50% by the ERS.

Minimum Benefit for Members who retired before July 1, 2013 (Act No. 156 of 2003, Act No. 35 of 2007, and
Act No. 3)

The minimum monthly lifetime income for members who retired or become disabled before July 1, 2013 is
$500 per month effective July 1, 2013 ($400 per month effective July 1, 2007 and $300 per month up to June
30, 2007). The increase in the minimum monthly benefit from $200 per month to $300 per month is paid by the
Commonwealth’s General Fund for former government and certain public corporations without own treasuries
employees or by certain public corporations with own treasuries or municipalities for their former employees.
The increase in the minimum monthly benefit from $300 per month to $400 per month is to be paid by the ERS
for former government and certain public corporations without own treasuries employees or by certain public
corporations with own treasuries or municipalities for their former employees.

Coordination Plan Minimum Benefit

A minimum monthly benefit is payable upon attainment of SSRA such that the benefit, when added to the
Social Security Benefit, is not less than the benefit payable prior to SSRA.

(b) Cost-of-Living Adjustments (COLA) to Pension Benefits

The Legislature, from time to time, increases pensions by 3% for retired and disabled members. Beneficiaries
are not entitled to COLAs granted after the retiree’s death. The first increase was granted by Act No. 10 of
1992. Subsequent 3% increases have been granted every third year since 1992, with the latest 3% increase
established on April 24, 2007 and effective July 1, 2007 (retroactive to January 1, 2007) for retired and disabled
members that were receiving a monthly benefit on or before January 1, 2004 less than $1,250 per month
received an increase of up to 3% without exceeding the limit of $1,250 per month. The COLAs granted in 1992
to all retirees and in 1998 to retirees who are former government or municipal employees shall be paid by the
ERS. All other COLAs granted in 1995 and later shall be paid by the Commonwealth’s General Fund for
former government and certain public corporations without own treasuries employees or by certain public
corporations with own treasuries or municipalities for their former employees.
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(b)

Special Benefits (Continued)
(c) Special “Bonus” Benefits
Christmas Bonus (Act No. 144, as Amended by Act No. 3)

An annual bonus of $200 for each retiree, beneficiary, and disabled member paid in December provided the
member retired prior to July 1, 2013. This benefit is paid from the supplemental contributions received from the
Commonwealth’s General Fund for former government and certain public corporations without own treasuries
employees or by certain public corporations with own treasuries or municipalities for their former employees.

Medication Bonus (Act No. 155, as Amended by Act No. 3)

An annual bonus of $100 for each retiree, beneficiary, and disabled member to cover health costs paid in July
provided the member retired prior to July 1, 2013. Evidence of coverage is not required. This amount is
prorated if there are multiple beneficiaries. This benefit is paid from the supplemental contributions received
from the Commonwealth’s General Fund for former government and certain public corporations without own
treasuries employees or by certain public corporations with own treasuries or municipalities for their former
employees.

Contributions
Member Contributions

Effective July 1, 2013, contributions by members are 10% of compensation. However, for Act No. 447
members who selected the Coordination Plan, the member contributions are 7% of compensation up to $6,600
plus 10% of compensation in excess of $6,600 during the 2013-2014 fiscal year and 8.5% of compensation up
to $6,600 plus 10% of compensation in excess of $6,600 during the 2014-2015 fiscal year. Members may
voluntarily make additional contributions to their hybrid account.

Prior to July 1, 2013, contributions by Act No. 447 members selecting the Coordination Plan were 5.775% of
compensation up to $6,600 plus 8.275% of compensation in excess of $6,600. Contributions by all other
members were 8.275% of compensation. System 2000 members may also have voluntary contribution of up to
1.725% of compensation prior to July 1, 2013.

Employer Contributions (Article 2-116, as Amended by Act No. 116 of 2010 and Act No. 3)

Prior to July 1, 2011, employer contributions were 9.275% of compensation. On July 6, 2011, the
Commonwealth enacted Act No. 116, increasing the employers’ contributions rate from 9.275% to 10.275% of
employee compensation for fiscal year 2011-2012, an additional 1% annually for each of the next four years,
and 1.25% annually for each of the five years thereafter, reaching an aggregate contribution rate of 20.525%
effective July 1, 2021.
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(d)

(10)

Contributions (Continued)

Supplemental Contributions from the Commonwealth’s General Fund, Certain Public Corporations, and
Municipalities (Act No. 3)

Effective July 1, 2013, the ERS will receive a supplemental contribution of $2,000 each fiscal year for each
pensioner (including beneficiaries receiving survivor benefits) who was previously benefiting as an Act No. 447
or Act No. 1 member while an active employee. This supplemental contribution will be paid by the
Commonwealth’s General Fund for former government and certain public corporations without their own
treasuries employees or by certain public corporations with their own treasuries or municipalities for their
former employees.

Additional Uniform Contribution (Act No. 32, as Amended)

The additional uniform contribution (AUC) will be certified by the external actuary of the ERS each fiscal year
from 2014-2015 through 2032-2033 as necessary to avoid having the projected gross assets of the ERS, during
any subsequent fiscal year, to fall below $1 billion. The AUC is to be paid by the Commonwealth’s General
Fund, public corporations with their own treasuries, and municipalities.

Service Purchase

Prior to July 1, 2013, active members with eligible service from prior employment may elect to purchase
service in ERS. The cost of the purchase is calculated by applying the ERS statutory contribution rates to the
member’s salary during the years of service at the former employer. The amount due to member contributions is
accumulated at 9.5% per year (6% prior to April 4, 2013) until 6 months after the time of the service purchase
request. Any amount not covered by asset transfers from the member’s prior pension fund is payable by the
member (Act No. 10 of 1992, Act No. 14 of 1981, Act No. 122 of 2000, Act Nos. 203 and 33 of 2007).
Effective July 1, 2013, only veterans may purchase service for time spent under military service are permitted to
make voluntary contributions to the Defined Contribution Hybrid Contribution Account during the years of
military leave.
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NOTE 7 - PENSION PLAN (CONTINUED)

(11) Early Retirement Programs

On July 2, 2010, the Commonwealth Enacted Act No. 70 of 2010 (Act No. 70) established a program that
provides benefits for early retirement or economic incentives for voluntary employment termination to eligible
employees, as defined. Additional window periods occurred through December 31, 2012. Under Section 4A of
Act No. 70, active members could terminate employment immediately and receive a bonus equal to one, three,
or six months of salary (paid by the Commonwealth). Under Section 4B of Act No. 70, active members who
had at least 15 years of service, but less than 30 years of creditable services, could retire immediately with an
enhanced benefit ranging from 37.5% to 50% of their salary. This enhanced benefit is paid by the General Fund
for government employees and Public Corporations for their employees until the member reaches the later of
age 55 or the date the member would have completed 30 years of service had the member continued working.
The ERS will pay the benefit after this time period.

Changes in Total pension liability

Changes in total pension liability as of June 30, 2021 (measurement date June 30, 2020) was as follows:

Amount
Balance at July 1, 2019 $ 4,326,821
Changes for the measurement year:
Service cost 12,873
Interest on total pension liability 148,058
Effect of plan changes 211,816
Effect of economic/demographic gains and losses 253,858
Effect of assumptions changes or inputs 134,361
Benefit payments (229,257)
Net changes 531,709
Balance at June 30, 2020 (measurement date) $ 4,858,530
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NOTE 7 - PENSION PLAN (CONTINUED)

Sensitivity analysis

The following presents the total pension liability calculated using the discount rate of 2.21%, as well as what the total
pension liability would be if it was calculated using a discount rate that is 1 percentage point lower (1.21%) or 1
percentage point higher (3.21%) than the current rate:

1% Decrease Discount rate 1% Increase
1.21% 2.21% 3.21%
Total pension liability as of June 30, 2020
(measurement date) $ 5,573,287 $ 4,858,530 $ 4,282,316

Changes in assumptions

Following is a description of changes in assumptions that affected the measurement of the total pension liability since
the prior measurement date:

The index rate and resulting discount rate decreased from 3.50% as of June 30, 2019 to 2.21% as of June 30,
2020 (measurement date)

The post-retirement mortality assumptions were revised based on an experience study covering the period from
July 1, 2013 through June 30, 2018. The base mortality rates reflect the Society of Actuaries Pub-2010
mortality tables, which were published in January 2019 and are based on public plan experience. For healthy
retirees and beneficiaries prior to the member’s death, the postretirement mortality base rates were revised to
100% and 110% of the Pub-2010 general healthy retiree mortality table for males and females, respectively.
For disabled retirees, the postretirement mortality base rates were revised to 80% and 100% of the Pub-2010
general disabled retiree mortality table for males and females, respectively. For beneficiaries after the retiree’s
death, the postretirement mortality base rates were revised to 110% and 120% of the Pub-2010 general below
median contingent survivor mortality table for males and females, respectively.

The preretirement mortality assumption was also revised. For general employees not covered under Act 127-
1958, the preretirement mortality base rates were revised to 100% and 110% of the Pub-2010 general
employee mortality table for males and females, respectively. For members covered under Act 127-1958, the
preretirement mortality base rates were revised to the Pub-2010 public safety employee rates.

The projected mortality improvement scale was updated from Scale MP-2019 to Scale MP-2020.

Pension expense

Following are the components of the School’s pension expense recognized in the accompanying statement of activities
for the year ended June 30, 2021 (measurement period ending June 30, 2020):

Amount

Service cost $ 12,873

Interest on total pension liability 148,058

Effect of plan changes (17,441)
Recognition (amortization) of deferred inflows/outflows of resources

Effect of economic/demographic gains and losses (34,192)

Effect of assumptions changes or inputs 134,361

Pension expense $ 243,659
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NOTE 7 - PENSION PLAN (CONTINUED)

Deferred Outflows of Resources and Deferred Inflows of Resources from Pension Activities

Deferred outflows and deferred inflows of resources from pension activities by source reported by the School in the
statement of net position as of June 30, 2021(measurement date as of June 30, 2020) follows:

Deferred Deferred
Outflows Inflows
of Resources of Resources
Differences between actual and expected experience $ 10,021 $ 109,370
Changes in assumptions 609,941 83,400
Changes in employer’s proportion and differences
between the employer’s contribution and the
employer’s proportionate share of contributions 47,786 47,877
Pension contributions subsequent to measurement date 229,139 -
$ 896,887 $ 240,647

Deferred outflows of resources related to pensions resulting from the payment of benefits subsequent to the
measurement date of June 30, 2020 (year ended June 30, 2021) were approximately $229,139 and will be recognized as
a reduction of the total pension liability in the year ended June 30, 2022. Other amounts reported as deferred
outflows/inflows of resources from pension activities are scheduled to be recognized in pension expense as follows:

Year ended June 30, Amount
2022 $ 101,179
2023 101,179
2024 101,182
2025 123,561
Totals $ 427,101

Reform of ERS’s governance and administration

Act 106 of August 23, 2017, "Law to Guarantee Payment to Our Pensioners and Establish a New Defined Contributions
Plan for Public Servers" establishes that it will be the General Fund, through the "Pay as You Go" system, that assumes the
payments that the Retirement System of the Employees of the Government of Puerto Rico, the Retirement System for
Teachers and the Retirement System for the Judiciary cannot perform; provide that the three Retirement Systems continue to
comply with their obligations towards their beneficiaries and pensioners by contributing to the General Fund their available
funds and funds from the liquidations of their assets; establish the New Defined Contributions Plan and provide for its
administration. The payment of the accumulated pensions will be disbursed starting July 1, 2017 from the funds deposited in
a trust held and controlled by the Secretary of the Treasury Commonwealth of Puerto Rico, but separated from the assets of
the Commonwealth of Puerto Rico. The payment benefits of all pensioners will be guaranteed by the general fund of the
Commonwealth of Puerto Rico. Pursuant to Act 106, participants ceased to accrue new pension benefits and are no longer
able to make direct credit payments or to make additional contributions to the ERS. As a result, the plans operated by ERS
under various benefit structures prior to July 1, 2017 are administered through a trust that do not meet the requirements of
GASB Statement No. 68 as of July 1, 2017 and instead, the pension plans are subject to the requirements of GASB
Statement No. 73, “Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the Scope of
GASB Statement 68”.

The Employee’s Retirement System of the Government of the Commonwealth of Puerto Rico provides additional
information of the Defined Benefit Program and Hybrid Program. They issue a publicly available financial report that
includes financial statements and required supplementary information for ERS, as a component unit of the Commonwealth.
That report may be obtained by writing to the School at PO Box 9021112, San Juan, PR 00902-1112.
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NOTE 8 - OTHER POST-EMPLOYMENT BENEFITS PLAN

Plan Description

The Other Postemployment Benefit Plan of the Commonwealth of Puerto Rico (the Commonwealth) for Retired Participants
of the Employees' Retirement System (the Plan) is an unfunded, multi-employer-defined benefit other post-employment
healthcare benefit plan (OPEB). The Plan is administered on a pay-as-you-go basis. Accordingly, no assets are accumulated in
a qualifying trust that meets the criteria in paragraph 4 of GASB Statement No. 75, Accounting and Financial Reporting for the
Postemployment Benefits Other Than Pensions (GASB Statement No. 75). Therefore, the schedules of employer allocations and
the schedules of OPEB amounts by the employer (collectively, the Schedules) present the OPEB amounts attributable to the
Commonwealth reporting entity and exclude the OPEB amounts of other participating employers that are not included in the
Commonwealth reporting entity.

The Plan covers a payment of up to $100 per month to the eligible medical insurance plan selected by each member provided
that the member retired prior to July 1, 2013 (Act No. 483, as amended by Act No. 3). The Plan is financed by the
Commonwealth through legislative appropriations. However, the Commonwealth claims reimbursement from each employer on
a monthly basis for the corresponding amount of the OPEB payments made by the Commonwealth in relation to the retirees
associated with each employer. There is no contribution requirement from the plan members during active employment. The
retirees contribute the amount of the healthcare insurance premium not covered by the Commonwealth contribution.

Plan members were eligible for benefits upon reaching the applicable pension benefits retirement age. Act No. 3 of 2013
eliminated this healthcare benefit to the Plan members that retired after June 30, 2013.
Basis of Presentation

The schedules of employer allocations and the schedules of OPEB amounts by the employer (collectively, the Schedules)
present amounts that are considered elements of the financial statements of the Commonwealth or its component units.
Accordingly, they do not purport to be a complete presentation of the financial position or changes in the financial position of
the Commonwealth or its component units.

The amounts presented in the Schedules were prepared in accordance with U.S. generally accepted accounting principles.
Such preparation requires the management of the Commonwealth to make a number of estimates and assumptions relating to the
reported amounts. Due to the inherent nature of these estimates, actual results could differ from those estimates.

Allocation of Methodology

GASB Statement No. 75 requires participating employers to recognize their proportionate share of the collective total
OPEB liability, collective deferred outflows of resources, collective deferred inflows of resources, and collective OPEB
expense. The employer allocation percentages presented in the schedule of employer allocations and applied to amounts
presented in the schedule of OPEB amounts by the employer are based on the ratio of each agency's actual benefit payments
to the total actual benefit payments paid during the year ending on the measurement date. Employer allocation percentages have
been rounded for presentation purposes; therefore, amounts presented in the schedule of OPEB amounts by the employer may
result in immaterial differences.

Collective Total OPEB Liability and Actuarial Information
The total OPEB liability as of June 30, 2021 was determined by an actuarial valuation as of June 30, 2020, which was rolled

forward to June 30, 2020. The total OPEB liability as of June 30, 2021 was determined by an actuarial valuation as of June 30,
2020. The actuarial valuation used the following actuarial assumptions applied to all periods in the measurement period.
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS PLAN (CONTINUED)

a) Actuarial assumptions Discount rate

The discount rate for June 30, 2020 and 2019 was 2.21% and 3.50%, respectively. This represents the
municipal bond return rate as chosen by the Commonwealth. The source is the Bond Buyer GO 20-Bond
Municipal Bond Index, which includes tax-exempt general obligation municipal bonds with an average rating
of AA/Aa or higher.

Mortality
Pre-retirement Mortality

For general employees not covered under Act No. 127, RP-2014 Employee Mortality Rates for males and
females adjusted to reflect Mortality Improvement Scale MP-2020 from the 2006 base year and projected
forward using MP-2020 on a generational basis. For members covered under Act No. 127, RP-2014 Employee
Mortality Rates are assumed with blue-collar adjustments for males and adjusted to reflect Mortality
Improvement Scale MP-2020 from the 2006 base year and projected forward using MP-2020 on a generational
basis. As generational tables, they reflect mortality improvements both before and after the measurement date.

Post-retirement Healthy Mortality

Rates which vary by gender are assumed for healthy retirees and beneficiaries based on a study of the Plan's
experience from 2007 to 2012 and updated expectations regarding future mortality improvement. The 2010
base rates are equal to 92% of the rates from the UP-1994 Mortality Table for Males and 95% of the rates
from the UP-1994 Mortality Table for Females, both projected from 1994 to 2010 using Scale AA. The base
rates are projected using Mortality Improvement Scale MP-2020 on a generational basis. As a generational
table, it reflects mortality improvements both before and after the measurement date.

Post-retirement Disabled Mortality

Rates which vary by gender are assumed for disabled retirees based on a study of the Plan's experience from
2007 to 2012 and updated expectations regarding future mortality improvement. The 2010 base rates are
equal to 105% of the rates from the UP-1994 Mortality Table for Males and 115% of the rates from the UP-
1994 Mortality Table for Females. The base rates are projected using Mortality Improvement Scale MP-2020
on a generational basis. As a generational table, it reflects mortality improvements both before and after the
measurement date.

b) Sensitivity of Total OPEB Liability to Changes in the Discount Rate

The following presents the collective total OPEB liability of the Plan at June 30, 2020 calculated using the discount
rate of 2.21%, as well as the Plan’s total OPEB liability if it were calculated using the discount rate of 1-percentage
point lower (1.21%) or 1-percentage point higher (3.21%) than the current rate:

At 1% At current At 1%

decrease discount rate increase

Total OPEB liability (1.219%0) (2.21%0) (3.21%)
$ 134,234 $121,572 $ 111,409
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS PLAN (CONTINUED)

¢) Changes in Total OPEB liability of OPEB Plan

Changes in total OPEB liability as of June 30, 2021 (measurement date June 30, 2020) was as follows:

Amount

Balance at July 1, 2019 $ 115,712
Changes for the measurement year:

Interest on total OPEB liability 3,958

Effect of economic / demographic gains and losses (827)

Effect of assumptions changes or inputs 12,229

Benefit payments (9,500)

Net changes 5,860
Balance at June 30, 2020 (measurement date) $ 121,572

d) OPEB Expense

Following are the components of the School’s OPEB expense recognized in the accompanying statement of
activities for the year ended June 30, 2021 (measurement period ending June 30, 2020):

Amount

Interest on total OPEB liability $
Recognition of deferred inflows/outflows of resources
Effect of economic / demographic gains and losses

Effect of assumptions changes or inputs

OPEB expense $

Deferred Outflows of Resources and Deferred Inflow of Resources

12,529

Because all participants are inactive, there are no deferred outflows or inflows of resources as changes in actuarial assumptions,
economic or demographic gains and losses, and changes in proportionate share are recognized immediately during the

measurement year.
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NOTE 9- CONTINGENCIES

In the normal course of operations, the School participates in various and local grants programs from year to year. The grant
programs are often subject to additional audits by agents of the granting agency, the purpose of that is to ensure compliance
with the specific’s conditions of the grant. Any liability for reimbursement that may arise as a result of these audits cannot be
reasonably determined at this time, although it is believed the amount, if any, would not be material. The School is also
subject to regular audits by the Government Office of the Comptroller of Puerto Rico.

As of the date of the audit report, various lawsuits against the School for damage and prejudice were in process pending of
additional hearings, some documents or information requested by the courts. Total amount claimed in these lawsuits
remained undetermined. However, the School's lawyer believes that the cases are nuisance suits where damages claimed are
clearly of proportion with the damages suffered by claimants, and ultimately settlements will be reached for much smaller
amounts if any. In addition, the School as a component unit of the government of the Commonwealth of Puerto Rico is
covered by a contingency fund of the central government created for this purpose.

As of the date of the audit report, several personnel claims against the School were in process in JASAP (Joint
Administration of the Personnel System of the Commonwealth of Puerto Rico). These actions were basically for employment
restitutions and do not involve monetary damages, or at least, damages if any, will be miscellaneous.

The School Management believes after consultation with the legal counsel that any resulting monetary damages from the
lawsuits would be immaterial to the financial statements, and, such damages will be covered by the general contingency fund
of the Commonwealth of Puerto Rico. Accordingly, financial statements do not include a reserve for the possible outcome of
these cases.

NOTE 10 -PRIOR PERIOD ADJUSTMENT

Below is reconciliation of the beginning net position as previously reported and the balances as restated:

Net position as of June 30, 2020, as previously reported $ 7,998,407
Change in GASB 73 and GASB 75 prior year 51,893
Account payable understated (65,489) (13,596)
Net position as of June 30,2020, as restated $7,984,811

Below is reconciliation of the beginning fund balance as previously reported and the balances as restated:

Fund balance as of June 30, 2020, as previously reported $ 4,481,075
Account payable understated (__65,489)
Fund balance as of June 30, 2020, as restated $4,415,586

NOTE 11 — SUBSEQUENT EVENTS

The School’s management has evaluated subsequent events through September 30, 2022, the date on which the financial
statements were available to be issued.
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Revenues:
Legislature appropriations
Tuition fees and other
Total revenues
Expenditures:
Payroll and related costs
Payment for public services
Professional services
Insurance
Other expenses
Total expenditures

Revenue

Variance
with Final
Actual Amounts Budget -
Budgeted Amounts (Budgetary Basis) Positive
(See Notes to the
Original Final Schedule) (Negative)
2,508,000 2,508,000 $ 2,967,704 $ 459,704
2,002,000 2,002,000 765,949 (1,236,051)
4,510,000 4,510,000 $ 3,733,653 ($ 776,347)
2,331,000 2,331,000 $ 1,671,602 $ 659,398
425,000 425,000 689,444 (264,444)
507,000 507,000 268,518 238,482
- - 24,742 (24,742)
1,247,000 1,247,000 765,053 481,947
4,510,000 4,510,000 $ 3,419,359 $ 1,090,641
- - $ 314,294 $ 314,294
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BUDGETARY ACCOUNTING AND CONTROL BUDGET
Law

The School prepares its annual operating budget under the provision of the Budget and Management Office of the
Commonwealth of Puerto Rico. In accordance with those provisions, the following process is used to adopt the annual
budget.

a. School's department managers submit its budget to the chancellor according to their projected goals and objectives.

b. After a careful evaluation of the individual department budgets and the result of the operation of the preceding year
of the school, a final budget is prepared with a recommendation to the Board of Directors.

c. The Board of Directors evaluates the proposed budget and gives its approval or demands any necessary adjustment.

d. After the Board of Directors finally approves, the budget is submitted to the Budget and Management Office for its
approval. In this stage the School management has to defend it according to their necessities, projections, goals and
objectives.

e. Once approved or modified by the Budget and Management Office, it is submitted with a recommendation to the
Governor of the Commonwealth of Puerto Rico.

f.  According to the available funds certified by the Treasury Department of Puerto Rico in term of the general fund
estimates and the Governmental Development bank and their credit margin, a final recommendation is grouped in
the Government Annual Budget of Operating Expenses and Permanent Improvements that Governor presents to the
Puerto Rico Legislature. This process takes places between January to March every year.

g. Public hearings are conducted at regular Legislature meetings to obtain comments about the work plans and
projections of every state department or office.

h. Subsequent to the public hearings, but no later than July 1, the Puerto Rico Legislature legally enacts the budget
through the passage of a resolution.

The annual operating budgets of governmental funds are prepared and presented on the modified accrual basis of accounting.

Encumbrances outstanding at year end represent the estimated amount of the expenditures ultimately to result if unperformed
contracts (i.e., purchase orders, other commitments) in process are completed. Encumbrances are reported as reservations of
fund balances in the GAAP governmental funds statements since they do not constitute expenditures or liabilities but do
commit appropriations. Encumbrances are carried forward and added to the subsequent year's appropriations. The
unencumbered balance of each appropriation lapses at year-end and revert to the respective fund which it was appropriated
and becomes available for future appropriation.
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Year Ended June 30, 2021

Grantor/Pass-Through

Federal

Federal Grantor/Program Title CFDA Number Amount
US DEPARTMENT OF EDUCATION
Direct Programs:
Student Financial Aid Cluster:
Federal Pell Grant Program 84.063 $ 1,443,786
Federal Supplemental Education Opportunity Grant Program 84.007 23,599
Federal Work-Study Program 84.033 21,044
TOTAL STUDENTS FINANCIAL AID PROGRAMS £ 1488429
Other Programs:
CARES Act: Higher Education Emergency Relief Fund 84.425E 345,050
CARES Act: Higher Education Emergency Relief Fund 84.425F 315,775
Developing Hispanic-Serving Institutions — Title V 84.031S 107,052
Total Other Programs 767,877
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 2,256,306
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General

The accompanying Schedule of Expenditures of Federal Awards Program presents the expenditures of the federal
programs administered by the Escuela de Artes Plasticas y Disefio de Puerto Rico (the School).

Basis of accounting

The accompanying Schedule of Expenditures of Federal Awards Programs is presented using the accrual basis of
accounting.

Administrative costs

The School does not have a federally negotiated indirect cost rate applicable to the programs and therefore there is
no election to the 10 percent de minimis cost rate as defined in 2 CFR 200.414.

Catalog of Federal Domestic Assistance (CFDA) Number

The CFDA numbers included in this schedule are determined based on the program name, review of grant contract
information and the U.S. Office of Management and Budget’s Catalogue of Federal Domestic Assistance.

Relationship to Financial Statements
Federal financial assistance revenues are reported in the School's Statement of Revenues, Expenditures and Changes

in Fund Balances as Federal grants for students. The reconciliation of expenses in the Schedule of Expenditures of
Federal Awards Programs to the Expenditures in the special revenue fund in the financial statements follows:

Expenditures per financial statements $ 2,233,927
Plus:

Other expenditures 22,379

Expenditures per Schedule of Federal Awards Programs $ 2,256,306

52



@ pakertilly

PO Box 366202

. San Juan, PR 00936-6202
To the Board of Directors of

Escuela de Artes Plasticas y Disefio de Puerto Rico Certified Public Accountants

T: 787-622-8855
F: 787-622-8848

www.bakertillypr.com

INDEPENDENT AUDITOR’S 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, in accordance with the 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, the financial statements of the governmental activities, each major fund, and the aggregate remaining fund
information of Escuela de Artes Plasticas y Disefio de Puerto Rico, a component unit of the Commonwealth of Puerto Rico
(“the School”), as of and for the year ended June 30, 2021, and the related notes to the financial statements, which
collectively comprise the School’s financial statements, and have issued our report thereon dated September 30, 2022.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School's internal control over financial
reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
School’s internal control. Accordingly, we do not express an opinion on the effectiveness of School’s internal control.

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 School’s financial statements will not be prevented, or detected and corrected
on a timely basis. 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.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. Given
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

(Continues)
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To the Board of Directors of
Escuela de Artes Plasticas y Disefio de Puerto Rico

INDEPENDENT AUDITOR’S 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

As part of obtaining reasonable assurance about whether the School's financial statements are free from 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 no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of the School’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Baé,,, T, s, > Arzs, QP 8 OSC,
Guaynabo, Puerto Rico BAKER TILLYPUERTO RICé, CPAs, PSC
September 30, 2022

License No. 218
The stamp number E504502 was Expires December 1, 2023
affixed to the original of this report.
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Report on Compliance for Each Major Federal Program

We have audited Escuela de Artes Plasticas y Disefio de Puerto Rico, a component unit of the Commonwealth of Puerto Rico
(“the School”)’s compliance with the types of compliance requirements described in the OMB Compliance Supplement that
could have a direct and material effect on each of Escuela de Artes Plésticas y Disefio de Puerto Rico’s major federal
programs for the year ended June 30, 2021. The School’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable to its
federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the School’s major federal programs based on our audit
of the types of compliance requirements referred to above. 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 the audit requirement of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirement for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 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 School’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 on compliance for each major federal program.
However, our audit does not provide a legal determination of the School’s compliance.

Opinion on Each Major Federal Program

In our opinion, Escuela de Artes Plasticas y Disefio de Puerto Rico, a component unit of the Commonwealth of Puerto Rico
(“the School”) complied, in all material respects, with the types of compliance requirements referred to above that could have
a direct and material effect on each of its major federal programs for the year ended June 30, 2021.

(Continues)
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To the Board of Directors of
Escuela de Artes Plasticas y Disefio de Puerto Rico

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE (CONTINUED)

Report on Internal Control over Compliance

Management of the School is responsible for establishing and maintaining effective internal control over compliance with the
types of compliance requirements referred to above. In planning and performing our audit of compliance, we considered the
School’s internal control over compliance with the types of requirements that could have a direct and material effect on each
major federal program to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance, 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 the School’s internal
control over compliance.

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 a type of compliance requirement of a federal program on a timely basis. A material weakness
in internal control over compliance is a deficiency, or 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. 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.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control
over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly, this report
is not suitable for any other purpose.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Schedule of Findings and Questioned Costs
Year Ended June 30, 2021

SECTION I - SUMMARY OF AUDIT RESULTS
Financial Statements
Type of auditor’s report issued: [unmodified]
Internal control over financial reporting:
o Material weakness (es) identified? __yes __ X no
e Significant deficiency(ies) identified
Those are not considered to be

Material of weakness (es)? yes X__none reported

Noncompliance material to financial
Statements noted? yes X __no

Federal Awards
Internal control over major programs:

e  Material weakness (es) identified? yes X__no
o Significant deficiency(ies) identified

Those are not considered to be

Material of weakness (es)? yes X__no

Type of auditors’ report issued on compliance for major programs: [unmodified]

Any audit findings disclosed that are
required to be reported in accordance
with 2 CFR section 200.515(d) yes X__ho

Identification of major programs:

CFDA Number Name of Federal Program or Cluster
84.063 Federal Pell Grant Program
84.007 Federal Supplement Education Opportunity Grant
84.033 Federal Work-Study Program

Dollar threshold used to distinguish
between type A and Type B program: $750,000

Federal Awards

Auditee qualified as low-risk auditee? yes X__no

SECTION Il — FINANCIAL STATEMENT FINDINGS
None
SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COST

None.
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ESCUELA DE ARTES PLASTICAS Y DISENO DE PUERTO RICO
(A Component Unit of the Commonwealth of Puerto Rico)
Schedule of Prior Year Findings and Questioned Cost
Year Ended June 30, 2021

Finding 2020-001
Condition

Return of Title 1V funds
Three instances in which the Institution returned Title IV funds after the allowable 45 days.

Current status

More trained and experienced personnel were contracted to work in the student financial aid office. During our 2021 test of
compliance, there were no instances of noncompliance with respect to the compliance requirement of return of Title IV
funds.
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