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INDEPENDENT AUDITORS’ REPORT 

 

 

 

Commonwealth of Puerto Rico 

Mental Health and Anti-Addiction  

Services Administration (the MHAASA) 

 

Report on the Financial Statement 

 

We have audited the accompanying financial statement of the Commonwealth of Puerto Rico Mental Health and 

Anti-Addiction Services Administration (the MHAASA), which comprise the statement of cash receipts and 

disbursements for the year ended June 30, 2020, and the related notes to the financial statement.  

 

Management’s Responsibility for the Financial Statement 

 

Management is responsible for the preparation and fair presentation of this financial statement in accordance with 

the basis of accounting described in Note 3; this includes determining that the referred basis of accounting is an 

acceptable basis for the preparation of the financial statement.  Management is also responsible for the design, 

implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 

statement that is free from material misstatement, whether due to fraud or error. 

 

Auditors’ Responsibility 

 

Our responsibility is to express an opinion on this financial statement based on our audit. We conducted our audit 

in accordance with auditing standards generally accepted in the United States of America 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 statement is free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statement. The procedures selected depend on the auditors’ judgment, including the assessment of the 

risks of material misstatement of the financial statement, whether due to fraud or error. In making those risk 

assessments, the auditors consider internal control relevant to the MHAASA’s preparation and fair presentation of 

the financial statement in order to design audit procedures that are appropriate in the circumstances, but not for the 

purpose of expressing an opinion on the effectiveness of the MHAASA’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 statement. 

 

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

opinion. 

 

 

 



 

 

 

Commonwealth of Puerto Rico 

Mental Health and Anti-Addiction  

Services Administration (the MHAASA) 

Page 2 

 

 

Opinion 

 

In our opinion, the financial statement referred to above present fairly, in all material respects, the cash receipts and 

disbursements of the MHAASA for the year ended June 30, 2020 in accordance with the basis of accounting 

described in Note 3. 

 

Emphasis of Matter 

 

Financial Deterioration of the Commonwealth of Puerto Rico (Commonwealth)  

 

As discussed in Note 2 to the basic financial statement, the MHAASA is part of the Commonwealth of Puerto Rico 

(the Commonwealth). As of the date that these financial statements were available to be issued, the financial 

condition and liquidity of the Commonwealth remains deteriorated. Considering that the MHAASA depends 

completely on appropriations from the Commonwealth, the financial condition and liquidity of the MHAASA 

could be similarly affected. 

 

COVID-19 

 

As discussed in Note 7, in March 2020, the World Health Organization declared the coronavirus disease COVID-19 

a global pandemic which is still affecting the world’s economy and financial markets. Should these conditions 

continue for an extended period of time or additional restrictions imposed by governments, the impact on 

the operations of the MHAASA could have a significant adverse effect in its statement of cash receipts and cash 

disbursements. 

 

Other Matters 

 

Basis of Accounting 

 

We draw attention to Note 3 to the financial statement, which describes the basis of accounting.  The financial 

statement has been prepared on the cash receipts and disbursements basis of accounting, which is a basis of 

accounting other than accounting principles generally accepted in the United States of America.  Our opinion is not 

modified with respect to this matter. 

 

Required Supplementary Information 

 

The MHAASA has not presented the management’s discussion and analysis that is necessary to supplement, 

although not required to be part of the financial statement. 
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Other Information 

 

Our audit was conducted for the purpose of forming an opinion on the statement of cash receipts and 

disbursements that comprise the MHAASA’s financial statement. The information included in the accompanying 

Schedules of Disbursements by Administrative Auxiliaries (Commonwealth and federal funds) is presented for 

purposes of additional analysis and is not a required part of the financial statement. In addition, the Schedule of 

Expenditures of Federal Awards (SEFA) is presented for purposes of additional analysis as required by U.S. Office 

of Management and Budget, Uniform Guidance, Audit of States, Local Governments, and Non-Profit 

Organizations, and is also not a required part of the cash receipts and disbursements activities. 

 

The information included in the accompanying Schedules of Disbursements by Administrative Auxiliaries 

(Commonwealth and federal funds) and the SEFA are the responsibility of management and were derived from 

and relate directly to the underlying accounting and other records used to prepare the financial statement referred 

to above. Such information has been subjected to the auditing procedures applied in the audit of the financial 

statement and certain additional procedures, including comparing and reconciling such information directly to the 

underlying accounting and other records used to prepare the statement of cash receipts and disbursements or to  

the statement of cash receipts and disbursements themselves, and other additional  procedures  in accordance with 

auditing standards generally accepted in the United States of America. In our opinion, the Schedules of 

Disbursements by Administrative Auxiliaries and the SEFA are fairly stated in all material respects in relation to 

the financial statement as a whole. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated June 18, 2021 on our 

consideration of the MHAASA’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 MHAASA’s internal control over financial reporting and compliance. 

 

 

 

 

 

 

 

 

 

 

San Juan, Puerto Rico 

June 18, 2021 

License No. LLC-322 

Expires December 1, 2023
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General Fund Federal Funds

Other 

Governmental 

Funds

Total 

Governmental 

Activities

Cash receipts:

Commonwealth appropriations 112,353,475$    -$                   14,409,224$    126,762,699$    

Federal financial assistance -                   54,075,249      -                  54,075,249        

Total cash receipts 112,353,475      54,075,249      14,409,224      180,837,948      

Cash disbursements:

Administration 13,632,155        2,893,367       570,991           17,096,513        

Prevention 457,599            5,298,357       -                  5,755,956          

Alcoholism -                   712,595          -                  712,595            

Drug treatment 4,114,158          33,772,160      781,477           38,667,795        

Mental health -                   8,532,789       -                  8,532,789          

Hospitalization services 24,340,935        -                 2,986,120        27,327,055        

Ambulatory services 8,825,876          -                 503,339           9,329,215          

Regulators 165,102            -                 586                 165,688            

Community support 462,192            -                 -                  462,192            

Internal treatment services 14,719,040        -                 27,524            14,746,564        

Quality service office 488,148            -                 1,473              489,621            

67,205,205        51,209,268      4,871,510        123,285,983      

Passed through funds to other entities -                       -                     72,000            72,000              

Coronavirus state funds -                       -                     657,072           657,072            

Pass-through funds to other entities -                       -                     6,955,692        6,955,692          

Total cash disbursements 67,205,205        51,209,268      12,556,274      130,970,747      

Excess 45,148,270$      2,865,981$      1,852,950$      49,867,201$      

Statement of Cash Receipts and Disbursements

For the Year Ended June 30, 2020

Commonwealth of Puerto Rico

Mental Health and Anti-Addiction Services Administration

 
 

 

 

 

 

 

 

See notes to financial statement 
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Commonwealth of Puerto Rico 

Mental Health and Anti-Addiction Services Administration 

 

Notes to Financial Statement  

 

For the Year Ended June 30, 2020 

 

 

Note 1   - Organization 

 

The Mental and Anti-Addiction Services Administration (Commonwealth of Puerto Rico) (the 

MHAASA) was created by Law No. 67 of August 7, 1993 of the Commonwealth of Puerto Rico 

Department of Health (PRDH).  The MHAASA is ascribed to the PRDH, with legal personality, 

capacity to sue and be sued and fiscal and administrative autonomy.   

 

The MHAASA’s mission is to promote, maintain and restore mental health of residents of Puerto 

Rico.  Also, they guarantee accessible, of quality and cost-effective prevention, treatment and 

rehabilitation services in the mental health area, including drug abuse in an environment of 

respect and confidentiality. The MHAASA is responsible for the planning, implementation and 

evaluation of alcohol and drug abuse programs, which use a dynamic approach across human 

development stage from prevention through treatment and rehabilitation.  The authority to 

approve the manufacturing, dispensing and distribution of controlled substances for therapeutic 

usage that previously corresponded to the MHAASA, was transferred to the Secretary of the 

PRDH.  

 

The MHAASA provides all mental health and substance abuse services at the treatment centers. 

The major services offered by the MHAASA are day treatment, partial hospitalization, residential, 

outpatient and inpatient and emergency services.  

 

Program income of the MHAASA is derived from agreements with third party payors under 

several arrangements such as:  unit claim, fixed capitation, per-diem and others that are the basis 

for some revenues that are presented in the statement of cash receipts and disbursements. 

 

Note 2    - Going concern consideration 

 

As part of its normal operating activities, the MHAASA is completely dependent on 

appropriations from Commonwealth of Puerto Rico (the Commonwealth). Since June 30, 2015, the 

Commonwealth faces significant budgetary risks and uncertainties, including liquidity risk, which 

is the risk of not having sufficient liquid financial resources to meet their obligations when they 

become due. As of June 30, 2017, the date of the most recent audited financial statements, the 

Primary Government of the Commonwealth had a net deficit of approximately $71.1 billion. In 

addition, the Commonwealth's General Fund presented a fund deficit of approximately $100.6 

million as of June 30, 2017. 
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Notes to Financial Statements (Continued) 

 

For the Year Ended June 30, 2020 
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Note 2    - Going concern consideration – (continued) 

 

As a result of this critical situation, on June 30, 2016, the Congress of the United States of America 

enacted the Puerto Rico Oversight, Management and Economic Stability Act (PROMESA), under 

which the Financial Oversight and Management Board for Puerto Rico (the Oversight Board) was 

created. The purpose of the Oversight Board is to provide a method for a covered territory to 

achieve fiscal responsibility and access to capital markets. Under PROMESA, the Board is 

authorized to restructure Puerto Rico’s debt. 

 

On March 2017, the Oversight Board certified the Commonwealth’s Fiscal Plan, which has 

suffered various updates since, mainly as a result of the passage of Hurricane María. The last 

update was issued on May 2019 as the Fiscal Plan for Puerto Rico – Restoring Growth and 

Prosperity in accordance to section 201(e)(2) of PROMESA. The Fiscal Plan provides for estimates 

of revenues and expenditures based on applicable laws and specific bills to be enacted in the 

future in order to comply with projections, ensure funding of essential public services, provide 

adequate funding for public pension systems, provide a sustainable debt burden, improve fiscal 

governance, accountability and internal controls, among others. At the same time, the Board 

engaged in negotiations with creditor groups which would further lead to the initial Plan of 

Adjustment which main objective is the restructuring of debt under Title III of PROMESA.  

 

On May 27, 2020, the Oversight Board certified its own new fiscal plan for the Commonwealth, 

which included the following categories of structural reforms and fiscal measures: 

 

a. Human Capital and Welfare Reform 

b. Ease of Doing Business Reform 

c. Energy and Power Regulatory Reform 

d. Infrastructure and Capital Investment Reform 

e. Establishment of the Office of the CFO 

f. Agency Efficiency Measures 

g. Healthcare Reform 

h. Tax Compliance and Fees Enhancement 

i. Reduction in UPR and Municipality Appropriations 

j. Pension Reform 

k. Fiscal Controls and Transparency 
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Note 2   - Going concern – (continued) 

 

In addition, the Oversight Board, on behalf of the Commonwealth and certain of its 

instrumentalities, has filed voluntary petitions for relief under Title III of PROMESA in the United 

States District Court for the District of Puerto Rico (the Court). Title III of PROMESA provides for 

similar procedures to Chapters 9 and 11 of the Federal Bankruptcy Code seeking an orderly 

restructuring of the local public finances, which includes a debt adjustment process under the 

supervision of the Court. 

 

There are no assurances that the fiscal plan and other relief measures to be adopted or proposed 

by the Oversight Board and the Commonwealth will be fully implemented or if implemented will 

ultimately provide the intended results. The successful implementation of these plans and the 

Commonwealth's ability to reduce its deficit and to achieve a balanced budget in future fiscal 

years depend on a number of factors and risks, some of which are not within the Commonwealth’s 

control. 

 

Finally, even though the abovementioned events seemed the appropriate economic course of 

action, the financial support that the Commonwealth has provided to the MHAASA may be 

affected in the near future. 

 

Note 3    - Summary of significant accounting policies 

 

The accompanying statement of cash receipts and disbursements has been prepared on the cash 

receipts and disbursement basis of accounting, which is a basis of accounting other than 

accounting principles generally accepted in the United States of America.  Under that basis, the 

reporting cash and cash equivalents and the changes therein resulting from cash inflows (cash 

receipts) and cash outflows (cash disbursements) are reported in the period in which they 

occurred.  

 

The cash basis of accounting differs from GAAP primarily because revenue (cash receipts) is 

recognized when received in cash rather than earned and susceptible to accrual, and expenditures 

(cash disbursements) are recognized when paid rather than when incurred or subject to accrual. 

No accrual is recognized. 
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Note 3    - Summary of significant accounting policies – (continued) 

 

The accounts of MHAASA are organized based on fund types, which are responsible for the 

coordination, receipt, and management of funds. These are composed of three fund types, which 

are described below. The accounts of the MHAASA are accounted for with a series of accounts 

which only includes cash receipts and disbursements. No balance sheet accounts are maintained 

or reported. 

 

The MHAASA major governmental funds are the following: 

 

General fund 

 

The general fund is the MHAASA’s primary operating fund. It accounts for all financial 

resources not accounted for in the other funds. All funds received from the Government that 

are not restricted by law or contractual agreement are recorded in this fund. Also, it accounts 

for the Government funds available and not used in prior years by the budgetary fund. 

 

Federal funds 

 

These funds consist of financial assistance received from federal agencies.  Federal funds are 

legally restricted to expenditures for specified purposes. 

 

Other governmental funds 

 

These funds basically consist of legislative resolutions received from the Commonwealth.  

 

Vacation and sick leave  

 

The vacation and sick leave policy of MHAASA provides for the accumulation of fifteen (15) 

days of vacation and eighteen (18) days of sick leave annually, which is in accordance with the 

Law No. 26 of April 29, 2017. Also, for any employee hired after February 4, 2017, the 

accumulation is reduced to fifteen (15) days of vacation and twelve (12) days of sick leave 

annually. 

 

As per Law No. 26 of April 29, 2017, the employees of MHAASA can accumulate up to 60 days 

of vacation at the end of the calendar year. Payment of the excess of sixty (60) days of vacation 

are not allowed and would be eliminated at the end of each calendar year. 
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Note 3    - Summary of significant accounting policies – (continued) 

 

Vacation and sick leave – (continued)  

 

As per Law No. 26 of April 29, 2017, the employees of MHAASA can accumulate up to 90 days of 

sick leave at the end of the calendar year. However, as per this law, payment of the excess of 

ninety (90) days of sick leave would be eliminated at the end of each calendar year. 

 

The Commonwealth of Puerto Rico Department of the Treasury follows the practice of pooling 

resources under the custody of the Secretary of the Treasury. Those portions of funds of the 

MHAASA are pooled in appropriation accounts and are available to meet the MHAASA’s current 

operating requirements. 

 

Note 4    - Contingencies 

 

Litigation and claims  

 

The Commonwealth of Puerto Rico’s Law 67 of August 7, 1993, provides that MHAASA is an 

entity with legal personality, capacity to sue and be sued and fiscal and administrative autonomy. 

The MHAASA is a defendant in various lawsuits resulting from the normal course of business, 

including but not limited to labor, torts, and breach of contract. MHAASA’s management believes 

that the potential claim will not materially affect its financial position and resulting operations.  

 

Collective bargaining agreement  

 

As of June 30, 2020, the MHAASA had 927 employees, which 736 employees were covered by a 

collective bargaining agreement. Under the provisions of the agreement the MHAASA must 

comply with specific requirements related to compensation, fringe benefits and other related 

matters.  The collective bargaining agreement expires on June 30, 2021. 

 

Federal awards 

 

The MHAASA participates in various federally funded programs.  These programs are routinely 

subject to financial and compliance audits in accordance with the provisions of the U.S. Office of 

Management and Budget (OMB) Uniform Guidance 2 CFRR Part 200, Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards or to compliance audits by 

the past-through and/or federal agency. The reports on the audits of these programs, which are 

conducted pursuant to such federal regulations, are required to be submitted by the MHAASA to 

the regulatory agencies.   
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Note 4    - Contingencies – (continued) 

 

Federal awards – (continued) 

 

Such agencies have the authority to determine liabilities, as well as, to limit, suspend, or terminate 

the federal financial assistance programs.  Other federal and local programs are also subject to 

audit. If any un-allowed cost is detected because of such compliance audits, the MHAASA may be 

required to reimburse such amounts to the corresponding federal and pass-through agencies from 

its own non-federal resources. 

 

Note 5   -  Retirement plan  

 

The Employees' Retirement System of the Government of the Commonwealth of Puerto Rico (the 

Retirement System), created pursuant to Act No. 447 of May 15, 1951, as amended, is a cost-

sharing multiple-employer defined benefit pension plan sponsored by, and reported as a 

component unit of the Commonwealth. All regular employees of the MHAASA hired under the 

age of fifty-five (55) years at the date of employment became members of the Retirement System as 

a condition to their employment. No benefits are payable if the participant receives a refund of 

his/her accumulated contributions.  

 

The Retirement System provides retirement, death and disability benefits pursuant to legislation 

enacted by the Commonwealth's legislature.  Death and disability retirement benefits are available 

to members for occupational and non-occupational death and disabilities. Retirement benefits 

depend upon age at retirement and the number of years of creditable service. Benefits vest after 

ten (10) years of plan participation.  

 

Retirement benefits are determined by the application of stipulated benefit ratios to the member’s 

average compensation. Average compensation is computed based on the highest 36 months of 

compensation, recognized by the Retirement System. The annuity, for which a plan member is 

eligible, is limited to a minimum of $500 per month and a maximum of 75% of the average 

compensation.  

 

Law No. 1 of 1990, made certain amendments applicable to new participants joining the 

Retirement System effective April 1, 1990. These changes consist principally of the establishment 

of contributions at 8.275% of their monthly gross salary, an increase in the retirement age to 65, a 

decrease in annuity benefit of 1% and 1.5% of the average compensation for all ears of creditable 

service, a decrease in the maximum disability and death benefits annuities from 50% to 40% 

average compensation, and the elimination of the Merit annuity for participants who have 

completed 30 years of creditable service.   
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Note 5   -  Retirement plan – (continued)  

 

On September 24, 1999 an amendment to Law No. 447 dated May 15, 1951, which created the 

Retirement System, was enacted with the purpose of establishing a new pension program (System 

2000). System 2000 became effective on January 1, 2000. Employees participating in the Retirement 

System as of December 31, 1999, had the option to stay in the defined plan or transfer to System 

2000. System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under 

this new plan, there will be a pool of pension assets, which will be invested by the Retirement 

System, together with those of the current defined benefit plan. Benefits at retirement age will not 

be guaranteed by the Commonwealth of Puerto Rico.  

 

The annuity will be based on a formula which assumes that each year the employees contribution 

(with a minimum of 8.275% of the employee’s salary up to a maximum of 10%) will be invested in 

an account which will either; (1) earn a fixed rate based on the two-year Constant Treasury Note 

or, (2) earn a rate equal to 75% of the return of the Retirement System’s investment portfolio (net 

of management fees), or (3) earn a combination of both alternatives. Participants receive periodic 

accounts statements similar to those of defined contributions plans showing their accrued 

balances.  

 

Defined contribution Hybrid Program 

 

In April 2013, the Legislature of the Commonwealth enacted Act No. 3, which amends Acts No. 

447 of 1951 and 305 of 2000, to establish, among other things, the creation of a new defined 

contribution hybrid program and amend the terms and conditions of the benefits structure 

granted to active participants and pensioners under the previously established benefit structures 

administered by the Retirement System. 

 

The Hybrid Program became effective on July 1, 2013. Employees participating in the System as of 

June 30, 2014 retained their rights to receive the benefits earned under the previous program based 

on the accumulated salaries and years of service up to June 30, 2014. All employees of the 

government on or after July 1, 2013 became members of the Hybrid Program. 

 

The Hybrid Program is a defined contribution plan. Under this new plan, there is a pool of 

pension assets, which is invested by the System, together with those of the System. Benefits at 

retirement age will not be guaranteed by the Commonwealth. The annuity will be based on the 

employees’ contribution (with a minimum of 10% of the employees’ salary and no maximum 

amount, limited by annual increments of up to 0.5% of the monthly gross salary), which will be 

invested in one of three investment options. 
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Note 5   -  Retirement plan – (continued) 

 

Defined contribution Hybrid Program – (continued) 

 

Pension benefits are defined as of June 30, 2013 based on the member status. Members who 

entered the Retirement System before April 1, 1990 and who have attained 58 years of age and at 

least 10 years of creditable service, or members who have attained 55 years of age and at least 25 

years of creditable services, are entitled to a deferred pension plus the benefits of the new defined 

contribution hybrid program annuity. Members who have attained 57 years and at least 10 years 

of creditable service will be eligible for benefits once they have 59 years. Members who have 

attained 56 years and at least 10 years of creditable service will be eligible for benefits who have 60 

years. Members who have not attained 56 years and have completed 10 years of creditable service 

will be eligible for benefits once they have 61 years. 

 

Members entering the Retirement System on or after April 1, 1990 but before December 31, 1999 

and who have attained 65 years are entitled to a deferred pension plus the benefits of the new 

defined contribution hybrid program annuity. Members entering the Retirement System after 

January 1, 2000 and who have attained 59 years as of June 30, 2013 are entitled to the defined 

contribution program annuity. Members who have attained 58 years as of June 30, 2013 are 

entitled to the defined contribution program annuity once they have attained 62 years. Members 

who have attained 57 years as of June 30, 2013 are entitled to the defined contribution program 

annuity once they have attained 63 years. Members who have attained 56 years as of June 30, 2013 

are entitled to the defined contribution program annuity once they have attained 64 years. 

Members who have attained 55 years or less as of June 30, 2013 are entitled to the defined 

contribution program annuity once they have attained 65 years. 

 

Fund policy 

 

Contributions requirements are established by law and are as follows: 

 

Commonwealth   14.275% of gross salary 

Employees:   

Hired on or before March 31, 1990 
 

5.775% of gross salary up to $6,600 

Hired on or after April 1, 1990  8.275% of gross salary 

 

Total covered payroll for the year ended June 30, 2020, was approximately $33 million. For the 

fiscal year ended June 30, 2020, the MHAASA contributed 100% of total required contributions. 
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Note 5   -  Retirement plan – (continued) 

 

Fund policy – (continued) 

 

On June 27, 2017, the Treasury Department issued Circular Letter No. 1300 4617 in order to convey 

to the Primary Government's agencies, public corporations and municipalities the new 

implementation procedures to adopt, effective, July 1, 2017, the new pay as you go (PayGo) 

mechanism for all of the Commonwealth's Retirement Systems. With the start of the fiscal year 

2018, employers' contributions, contributions ordered by special laws and the Additional Uniform 

Contribution were all eliminated and replaced by a monthly PayGo charge that will be collected 

from the aforementioned government entities to pay retirees. The Commonwealth Retirement 

Systems will determine and administer the payment amount per retiree that will be charged to 

each agency, public corporation and municipality. The PayGo charge must be submitted to the 

Treasury Department before the 15th day of each month along with the individual contributions 

withheld from active employees. As liquid retirement funds become depleted, the PayGo charge is 

expected to increase. 
 

On June 23, 2017, the Legislative Assembly approved certain other assignment for fiscal year 2018 

under Joint Resolution 188, which among other things, orders the Retirement System to liquidate 

its assets and pass the net proceeds to the Treasury Department. 

 

On August 2017, the Commonwealth the Act to Guarantee the Payment to our Pensioners and 

Establish a New Plan for Defined Contributions for Public Servants (Act 106), which reformed the 

Commonwealth Retirement System so that their active participants would deposit their individual 

contributions in a new Defined Contribution Plan that will be administered by a private entity. Act 

No. 106 created the legal framework so that the Commonwealth can make payments to pensioners 

through the PayGo system. 

 

Act No. 106, among other things, amended Act No. 12 with respect to the ERS's governance, 

funding and benefits for active members of the actual program and new hired members. Under 

Act No. 106, the ERS's Board of Trustees was substituted with a new retirement board (the 

Retirement Board), which is currently responsible for governing all Commonwealth Retirement 

Systems. 
 

Act No. 106 terminated the previously existing pension programs for ERS participants as of June 

30, 2018. The members of the prior programs and new system members hired on and after July 1, 

2017 will be enrolled in a new defined contribution program that will be selected by the 

Retirement Board. The accumulated balance on the accounts of the prior program will be 

transferred to the members account in the new defined contributions program. ERS's active 

members in the defined contribution program will retain their benefits as stated under Act 91 of 

March 29, 2003. 
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Note 5   -  Retirement plan – (continued) 

 

Act No. 106 also ordered a suspension of ERS's loan programs and ordered a merger of the 

administrative structures of the Commonwealth Retirement Systems. At the Retirement Board's 

discretion, the administration of ERS benefits may be externalized. The employees of ERS that are 

not retained under the new administrative structure will be transferred to other public agencies in 

conformity with Act 8 of February 8, 2017. As mentioned in Note 2, on May 2019, the Board 

engaged in negotiations with creditors (which include retirees and bondholders) related to the 

debt restructuring plan under Title III of PROMESA. Such Plan aims to reduce fiscal debt to 

sustainable levels without significantly impacting retiree’s benefits. 

 

Additional information on the Retirement System is provided on its standalone financial 

statements for the year ended June 30, 2016, a copy of which can be obtained from the Employees’ 

Retirement System of the Commonwealth of Puerto Rico, P.O. Box 42004, San Juan PR 00940-2004. 

 

Note 6    - Operating leases 

 

The MHAASA leases various properties and equipment under operating leases agreements. 

Rental expenditures for the year ended June 30, 2020 related to such commitments amounted to 

approximately $3 million.  Future operating leases commitments are scheduled as follows: 

 

June 30, Amount

2021 3,174,776$         

2022 3,197,451           

2023 3,128,701           

2024 3,156,826           

2025 3,098,259           

Thereafter 39,729,337         

Total 55,485,350$       
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Note 7    - Natural disasters and Coronavirus Pandemic 

 

During the period from December 2019 through February 2020, Puerto Rico experienced a series of 

earthquakes and tremors which caused severe infrastructure damages to public and private 

property mostly on the southwestern part of the island. In order to safeguard the health and 

public safety of its citizens, the Governor issued Executive Order 2020-01 and Executive Order 

2020-02 declaring a state of emergency to activate the emergency purchasing protocol allowing 

emergency management agencies to acquire the necessary supplies and essential services to 

provide a timely and effective response and activating the National Guard to provide support 

during the emergency management. In addition, the Oversight Board authorized the utilization of 

Emergency Reserve funds from fiscal years 2019 and 2020 as needed by the Commonwealth 

without prior approval of reapportionments through January 31, 2020. On January 11, 2020, the 

Governor issued Executive Order 2020-07 authorizing the appropriation of $12 million from the 

Emergency Reserve fund to be equally distributed between the municipalities of Guánica, 

Guayanilla, Peñuelas, Ponce, Utuado and Yauco to be used exclusively for damages and 

mitigation related to the emergency. 

 

On January 16, 2020, the island was declared a major disaster area which activated the federal 

emergency response by making federal funds available for recovery from the effects of the 

disaster. As a result, the MHAASA received an award under the Crisis Counseling Program from 

the Department of Homeland Security passed through the Central Recovery and Reconstruction 

Office of Puerto Rico (COR3) incurred in expenditures amounting to $1,977,596 aimed for 

emotional support and recovery efforts provided to survivors suffering from fear, anxiety, 

anguish, despair and concern due to the aftermath caused by this natural disaster. 

 

Puerto Rico continues to experience aftershocks that are not expected to stop anytime soon. 

According to a January 29, 2020 report published by the United States Geological Survey, Puerto 

Rico is at risk of many potentially catastrophic earthquakes in the near term. In fact, in May 2020, 

an earthquake with a 5.4 magnitude struck Puerto Rico’s southern coast. The seismic event, which 

briefly knocked out power in some areas, hit near the city of Ponce where hundreds of structures, 

including homes and houses of worship remain damaged or destroyed from the devastating 

earthquakes earlier in 2020. These continued earthquakes are a powerful reminder that although 

the global COVID-19 pandemic is currently controlling the public spotlight, the physical and 

psychological threat of natural catastrophes has not subsided for Puerto Rico and its residents. 
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Note 7    - Natural disasters and Coronavirus Pandemic – (continued) 

 

In March 2020, the World Health Organization declared the coronavirus disease COVID-19 a 

global pandemic. This highly contagious disease has spread across the world and is currently 

affecting the world’s economy and financial markets, which may result in a significant economic 

downturn. In addition, state and international governments have imposed restrictions on non-

essential services and manufacturing, including enforced business lockdowns and curfews, which 

may result in disruptions in the production and distribution of certain supplies. Furthermore, 

governments continue to impose additional restrictions on international travel and border control, 

as well as other social and business activities involving large numbers of individuals and/or 

participants. 

 

As part of the measures to deal with the emergency caused by the COVID-19 pandemic, the 

Federal Government enacted the Coronavirus Aid, Relief, and Economic Security Act (“CARES 

Act”). This statute contains multiple sources of aid for citizens, businesses, as well as for state and 

territorial governments. Among the measures included in the CARES Act is the creation of the 

Coronavirus Relief Fund (“CFR”), which was funded by an initial allocation of $150 billion, from 

which the United States Treasury Department distributed approximately $2.2 billion to the Puerto 

Rico Treasury Department in April 2020. The use of these funds was subject to various limitations 

such as to the strict use in necessary expenses related and incurred as part of the emergency 

caused by the pandemic, not previously budgeted as of March 27, 2020 (date of approval of the 

Act), and finally, such costs were to be incurred between March 2020 and December 2020. The 

MHAASA received $2,053,975 related to these funds during the year ended June 30, 2020. 

 

The abovementioned conditions may negatively affect the normal operations of the MHAASA, 

however, the related financial statement impact cannot be reasonably estimated at this time.   

 

Note 8    - Subsequent events  

 

The MHAASA evaluated subsequent events through June 18, 2021, which is the date the financial 

statement was available to be issued. No events have occurred after the statement of cash receipts 

and disbursement year ending date and to the date the financial statement was available to be 

issued, that would require additional adjustment to, or disclosure in, the financial statement. 
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Drug Mental 

Expenditures Administration Prevention Alcoholism Treatment Health Total

Salaries and fringe benefits 550,924$             2,064,908$          94,937$                 3,593,133$          1,174,219$          7,478,121$            

Professional and purchased services 1,718,293            2,285,565            236,103                 23,682,944          6,896,360            34,819,265            

Transportation 4,383                   52,101                 4,953                     108,386               10,894                 180,717                 

Other services 333,239               248,533               305,944                 1,581,437            85,476                 2,554,629              

Equipment 248,674               41,813                 43,624                   937,201               75,045                 1,346,357              

Supplies 34,017                 168,750               17,042                   2,539,939            272,122               3,031,870              

Advertising 2,496                   -                          -                             -                          624                      3,120                     

Public services 1,341                   14,937                 9,992                     34,894                 661                      61,825                   

Other expenses -                           -                          -                             7,803                   10,263                 18,066                   

Contribution nongovernmental entities -                           421,750               -                             1,286,423            7,125                   1,715,298              

Total 2,893,367$          5,298,357$          712,595$               33,772,160$        8,532,789$          51,209,268$          

Schedule of Disbursements by Administrative Auxiliaries (Federal Funds)

For the Year Ended June 30, 2020

Commonwealth of Puerto Rico

Mental Health and Anti-Addiction Services Administration
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Internal Quality

Drug Hospitalization Ambulatory Community Treatment Services

Expenditures Administration Prevention Treatment Services Services Regulators Support Services Office Total

Salaries and fringe benefits 3,598,297$                  441,651$               -$                       5,553,981$              7,185,773$                   161,663$               -$                      2,742,127$                  435,133$                20,118,625$                

Public services 5,448,329                    14,055                   -                             2,904,093                368,333                        2,358                     -                            12,048                         -                             8,749,216                    

Purchased services 795,775                       1,893                     10,828                    3,240,918                641,455                        -                            1,524                    355,960                       -                             5,048,353                    

Donations 6,000                           -                            -                             -                               -                                    -                            -                            -                                  -                             6,000                           

Transportation 65,229                         -                            234                         30,307                     492,700                        1,319                     -                            2,946                           1,551                      594,286                       

Professional services 304,398                       -                            483,014                  9,639,697                522,222                        -                            146,594                426,661                       52,937                    11,575,523                  

Other services 313,437                       -                            181,914                  1,625,328                93,737                          348                        110                       10,849,964                  -                             13,064,838                  

Investment in Capital Outlays -                                  -                            -                             -                               18,490                          -                            -                            -                                  18,490                         

Supplies 36,475                         -                            16,617                    1,402,178                6,505                            -                            -                            201,900                       -                             1,663,675                    

Equipment 86,510                         -                            88,871                    -                               -                                    -                            -                            -                                  -                             175,381                       

Advertising -                                  -                            -                             -                               -                                    -                            -                            -                                  -                             -                              

Encompassed assignments 3,548,696                    -                            4,114,157               2,930,553                -                                    -                            -                            154,958                       -                             10,748,364                  

Previous year debt payments -                                  -                            -                             -                               -                                    -                            -                            -                                  -                             -                              

Matching federal funds -                                  -                            -                             -                               -                                    -                            313,964                -                                  -                             313,964                       

 

Totals 14,203,146$              457,599$             4,895,635$           27,327,055$           9,329,215$                  165,688$             462,192$             14,746,564$              489,621$              72,076,715$                

Schedule of Disbursements by Administrative Auxiliaries (General Fund and Other Governmental Funds)

For the Year Ended June 30, 2020

Commonwealth of Puerto Rico

Mental Health and Anti-Addiction Services Administration
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See notes to Schedule of Expenditures of Federal Awards

      Federal/Grantor Pass-Through/Grantor/ Program Title   CFDA Number

Pass Through 

Awards

 

U.S. Department of Housing and Urban Development:

Continuum of Care Program 14.267  $                         -  $         1,768,632  $         1,768,632  $                           - 

U.S. Department of Justice:

Harold Rogers Prescription Drug Monitoring Program 16.754                             -                 188,841                 188,841                             -   

U.S. Department of Transportation:

Minimum Penalties for Repeat Offenders for Driving While 20.608                  39,038                             -                   39,038                               - 

Intoxicated

U.S. Department of Health and Human Services:

From Direct Awards

Comprehensive Community Mental Health Services for Children with 

Serious Emotional Disturbances 93.104                             -                 742,950                 742,950                               - 

Projects for Assistance in Transition from Homelessness (PATH) 93.150                             -                 802,767                 802,767                               - 

Substance Abuse and Mental Health Services Projects of Regional and 

National Significance 93.243                             -             4,254,503             4,254,503                               - 

Emergency Grants to Address Mental and Substance Use Disorders 

During COVID-19 93.665                             -                        209                        209 

Puerto Rico Targeted Response to the Opioid Crisis 93.788                             -             1,865,662             1,865,662                               - 

Block Grants for Community Mental Health Services 93.958                             -             7,730,022             7,730,022                               - 

Block Grants for Prevention and Treatment of Substance Abuse 93.959                             -           22,218,870           22,218,870                               - 

Crisis Counseling Disaster Relief 93.982                             - 9,006,849                        9,006,849                               - 

Assisted Outpatient Treatment Program 93.997                             - 184,437                               184,437 

  Drug and Alcohol Services Information System (DASIS) Not Available                             - 111,009                               111,009                               - 

U.S. Department of Homeland Security:

Federal Emergency Management Agency

Passed through program from Central Office of Recovery, 

Reconstruction and Resiliency of Puerto Rico (COR3)

Crisis Counseling - Immediate Services Program (ISP) 97.032             2,295,479                             -             2,295,479                               - 

2,334,517$         48,874,751$       51,209,268$       -$                           

Expenditures

Passed through 

to Sub-recipients

Total expenditures of federal awards

Total

From Direct 

Awards
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1. Basis of Presentation 

 

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) presents the funds 

expended by the MHAASA from all federal programs of federal awards granted to MHAASA for the 

year ended June 30, 2020.  The MHAASA’s reporting entity is defined in Note 1 to the financial 

statement. Also, the accompanying Schedule of Expenditures of Federal Awards is presented in 

accordance with requirements of Uniform Guidance 2 CFR Part 200 Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). 

 

2. Summary of significant accounting policies 

 

The Schedule is prepared from the MHAASA’s accounting records and is not intended to, and does 

not, present its financial position or the results of its operations. The Schedule is presented in 

accordance with the cash receipts and disbursement basis of accounting, under which revenues are 

recorded when received and expenditures are recorded when paid. MHAASA has elected not to use 

the 10-percent of minimis indirect cost rate as allowed under the Uniform Guidance. 

 

3. Catalog of Federal Domestic Assistant (CFDA) Number 

 

The CFDA numbers included in this Schedule are determined based on the program name, review of 

grant contract information and the Office of Management and Budget’s Catalogue of Federal Domestic 

Assistance. CFDA numbers are presented for those programs for which such numbers were available. 

 

4.    Major federal programs 

 

Major programs are identified in the summary of auditors’ results section in the schedule of findings 

and questioned costs. Federal programs are presented by federal agency. 

 

5.    Relationship to federal financial reports 

 

The regulations and guidelines governing the preparation of federal financial reports vary by federal 

agency and among programs administered by the same agency. Uniform Guidance 2 CFR Part 200 

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards requires 

that federal financial reports for claims for advances and reimbursements contain information that is 

supported by the books and records from which the basic financial statements have been prepared. 

The MHAASA prepares the federal reports and claims for reimbursements primarily based on 

information from the internal accounting records.  

 

Expenditures included in the Schedule amounting to $51,209,268 agree with the amounts included in 

the accompanying statement of cash receipts and disbursements for purposes of federal financial 

assistance. 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND 

ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 

 

 

Commonwealth of Puerto Rico 

Mental Health and Anti-Addiction  

Services Administration (the MHAASA) 

 

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 statement of the Mental Health and Anti-

Addiction Services Administration (Commonwealth of Puerto Rico) (the MHAASA), which comprise the 

statement of cash receipts and disbursement for the fiscal year ended June 30, 2020, and the related notes to 

the financial statement and have issued our report thereon date June 18, 2021. 

 

Our report on the MHAASA’s basic financial statements included an emphasis of matter paragraph indicating 

that the MHAASA has evaluated the possible effects of the budgetary constraints and liquidity risk being 

faced by the Commonwealth of Puerto Rico, on its basic financial statement, and has concluded that, as of 

June 30, 2020, the MHAASA will continue to operate as a going concern for a period not less that twelve 

months after such date. 

 

Internal Control over Financial Reporting 

 

In planning and performing our audit of the financial statement, we considered the MHAASA’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 statement, but not for the purpose 

of expressing an opinion on the effectiveness of the MHAASA’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 entity’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 that 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 that 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. 
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Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the MHAASA’s financial statement is free from 

material misstatement, we performed test of its compliance with certain provisions of laws, regulations, 

contract, and great 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 entity’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. 

 

 

 

 

 

 

 

 

 

June 18, 2021 

San Juan, Puerto Rico 

License No. LLC-322 

Expires December 1, 2023 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON 

INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

 

 

 

Commonwealth of Puerto Rico 

Mental Health and Anti-Addiction 

Services Administration (the MHAASA) 

 

Report on Compliance for Each Major Federal Program 

 

We have audited the Mental Health and Anti-Addiction Services Administration (Commonwealth of Puerto 

Rico) (the MHAASA) compliance with the types of compliance requirements described in the OMB 

Compliance Supplement that could have direct and material effect on each of MHAASA’s major federal 

programs for the fiscal year ended June 30, 2020.  MHAASA’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 federal statutes, regulations, and the terms and conditions of 

its federal awards applicable to its federal programs. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on compliance for each of MHAASA’s major federal programs 

based on our audit of the types of compliance requirement 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 Sates; and the audit requirements of the Title 2 U.S. Code of Federal 

Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 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 MHAASA’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 MHAASA’s compliance. 
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Opinion on Each Major Federal Program 

 

In our opinion, the MHAASA complied, in all material respects, with the types of compliance requirements 

referred to above that could have a direct and material effect on its major federal programs for the year ended 

June 30, 2020. 

 

Report on Internal Control over Compliance 

 

Management of the MHAASA’s is responsible for establishing and maintaining effective internal control over 

compliance with the type of compliance requirements referred to above. In planning and performing our 

audit of compliance, we considered MHAASA’s internal control over compliance with the type 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 and opinion on the effectiveness 

of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of 

MHAASA’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. 
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Purpose of This Report 

 

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 Uniform 

Guidance.  Accordingly, this report is not suitable for any other purpose. 

 

 

 

 

 

 

 

 

 

 

June 18, 2021 

San Juan, Puerto Rico 

License No. LLC-322 

Expires December 1, 2023 
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PART I – Summary of Auditor’s Results 

 

Financial Statements 

 

Type of auditors’ report issued: Unmodified 

 

Internal control over financial reporting: 

Material weakness identified? 

Significant deficiency identified that are not considered 

to be material weaknesses? 

Noncompliance material to financial statements noted? 

 

Federal Awards 

Internal control over major programs: 

Material weakness identified? 

Significant deficiency identified that are not considered 

to be material weaknesses? 

Type of auditors’ report issued on compliance for major 

programs: 

 

Any audit findings disclosed that are required to be reported in 

accordance with Section 2 CFR § 200.516? 

 

 

____ ___ yes 

 

____ ___ yes 

____ ___ yes 

 

 

 

____ ___ yes 

 

____ ___ yes 

 

Unmodified 

 

 

____ ___ yes 

 

 

___x___ no 

 

___x___ no 

___x___ no 

 

 

 

___x___ no 

 

___x___ no 

 

 

 

 

____x___ no 
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PART I – Summary of Auditor’s Results – (continued) 

 

Identification of major programs: 

 

CFDA Number  Name of Federal Award 

 

 U. S. Department of Health and Human Services:  

   

93.243 

Substance Abuse and Mental Health Services Projects of Regional 

and National Significance Unmodified 

93.958 Block Grants for Community Mental Health Services Unmodified 

 

 

U.S. Department of Housing and Urban Development:  

   

14.267 HUD Continuum of Care  Unmodified 

   

 U.S. Department of Homeland Security:  

   

97.032 Crisis Counseling Immediate Services Program Unmodified 

 

 

Dollar threshold to distinguish between 

Type A and Type B programs:          $1,536,278   

 

Auditee qualified as low-risk auditee? 

 

____X___ yes 

 

____ ___ no 

 

 

PART II –  Financial Statement Findings Section 

 

NONE 

 

PART III – Federal Award Findings and Questioned Costs  

 

NONE 
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NONE 


