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INDEPENDENT AUDITORS’ REPORT

To the Office of the Advocate for the Elderly
Commonwealth of Puerto Rico:

Report on the Financial Statement

We have audited the accompanying statement of cash receipts and cash disbursements of the
Office of the Advocate for the Elderly Commonwealth of Puerto Rico (the “OAE”) for the year
ended September 30, 2017, and the related notes to that statement which collectively comprise
the OAE’s financial statement as listed in the table of contents.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement
in accordance with the cash basis of accounting described in Note 3; this includes determining
that the cash basis of accounting is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible for the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of the
statement of cash receipts and cash disbursements 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; 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 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.

BDO, Puerto Rico, PSC, a Puerto Rico Professional Services Corporation, and BDO USVI, LLC, a United States Virgin Island’s limited liability Company, are
members of BDO International Limited, a UK company limited by guarantee, and form part of the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statement referred to above present fairly, in all material respects,
the cash receipts and disbursements of OAE for the year ended September 30, 2017, in
accordance with the basis of accounting described in Note 3.

Other Matters
Basis of Accounting

We draw attention to Note 3 of the financial statement that describes the basis of accounting.
The financial statement is prepared on the basis of cash receipts and disbursements, 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 that matter.

Other Information

Our audit was conducted for the purpose of forming an opinion on the statement of cash receipts
and disbursements that comprise the OAE’s financial statement. The accompanying Schedule of
Expenditures of Federal Awards included on pages 16-17, is presented for purposes of additional
analysis as required by the Title 2 U.S. .-Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirement for Federal Awards, and is
not a required part of the Statement. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to
prepare the statement of cash receipts and disbursements. The information has been subjected
to the auditing procedures applied in the audit of the statement of .cash receipts and
disbursements 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 and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to
the financial statement as a whole, in conformity with the basis of accounting described in Note
3. :

BDO, Puerto Rico, PSC, a Puerto Rico Professional Services Corporation, and BDO USVI, LLC, a United States Virgin Island’s limited liability Company, are
members of BDO International Limited, a UK company limited by guarantee, and form part of the international BDO network of independent member firms.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 15, 2019, on our consideration of the OAE’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 OAE’s internal control over financial reporting and
compliance.

B0 ook 2, i

San Juan, Puerto Rico
February 15, 2019

Certified Public Accountants

(Puerto Rico)

License No. 53 expires December 1, 2021
Stamp E370602 of the P.R. Society of
Certified Public Accountants has been
affxied to the file copy of this report

BDO, Puerto Rico, PSC, a Puerto Rico Professional Services Corporation, and BDO USVI, LLC, a United States Virgin Island’s limited liability Company, are
members of BDO International Limited, a UK company limited by guarantee, and form part of the international BDO network of independent member firms.
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OFFICE OF THE ADVOCATE FOR THE ELDERLY
COMMONWEALTH OF PUERTO RICO

STATEMENT OF CASH RECEIPTS AND CASH DISBURSEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Total
Governmental
General Fund  _Federal Funds Activities
CASH RECEIPTS:
Commonwealth appropriations S 2,762,371 S -5 2,762,371
Federal financial assistance - 18,390,424 18,390,424
Veterans affairs benefit 1,645,965 - 1,645,965
Total cash receipts 4,408,336 18,390,424 22,798,760
CASH DISBURSEMENTS:
Nutrition - 8,926,123 8,926,123
Supportive services and senior centers 1,112,840 4,502,757 5,615,597
Administration 1,584,104 1,956,862 3,540,966
Caregiver support - 1,353,836 1,353,836
Medicare - 836,477 836,477
Foster grandparent/ senior companion 68,826 659,798 728,624
Discretionary projects - 216,381 216,381
Long-term care - 193,944 193,944
Elder abuse - 163,579 163,579
Disease prevention - 139,014 139,014
Veterans affairs benefit 1,361,668 - 1,361,668
Total cash disbursements 4,127,438 18,948,771 23,076,209
Excess/ (deficiency) S 280898 S (558,347) $ (277,449)

See notes to the statement of cash receipts and cash disbursements.




OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

NOTES TO THE STATEMENT OF CASH RECEIPTS AND CASH DISBURSEMENTS
SEPTEMBER 30, 2017

1.

ORGANIZATION

The Office of the Advocate for the Elderly (the “OAE”) was created by the enactment of
Act 203 of August 7, 2004 of the Commonwealth of Puerto Rico. The OAE, among other
functions provided for in the Act, has the responsibility of serving as a coordinating
means to make solutions viable to address the problems, needs and claims of the elderly
in the areas of education, health, employment, civil and political rights; social, labor and
tax legislation; housing, transportation, recreation and culture, among others. Likewise,
it is responsible for establishing and carrying out an assistance, orientation and advisory
program for the protection of the rights of the elderly. In addition, it is the body that
oversees, investigates, regulates, plans and coordinates with the various public agencies
and/or private entities, the design and development of the projects and programs
intended to address the needs of the elderly population conforming to the public policy
stated by virtue of this Act, Public Law No. 89-73 of July 14, 1965, as amended, known as
the “Older American Act of 1965,” Act No. 121 of July 12, 1986, as amended, better
known as the “Bill of Rights of the Elderly,” and any other special law that thus
empowers it, in order to propitiate the enjoyment of a full and productive life and attain
greater involvement of these persons in the community. Furthermore, it oversees the
implementation and the compliance of public agencies with the public policy that
concerns this sector of the population.

The Reorganization Plan No. 1 of June 22, 2011 “Advocate’s Office Reorganization Plan”
created the Advocate Office Administration (the “AOA”), as the administrative
component of the following also newly created (by virtue of the Reorganization Plan)
advocacies;

Office of the Healthcare Advocate;

the Advocate’s Office for Persons with Disabilities;

the Office of the Veterans’ Advocate;

the Advocate’s Office for Pensioners and the Elderly (formerly the Office of the
Advocate for the Elderly)

Ealb et e

Consequently the Reorganization plan repealed the enacted pieces of legislation that
formed the above-mentioned government agencies including Act No. 203 of August 7,
2004 (which created The Office of the Advocate for the Elderly).

Under the reorganized structured the Advocate’s Office for Pensioners and the Elderly
was in charge with the responsibility of addressing and finding solutions for the problems,
needs, and claims of every pensioner, participant and/or beneficiary of the different
government retirement systems, as well as of the elderly in areas such as education,
financial planning, health, employment, civil and political rights, social, labor, and tax
legislation, housing, transportation, recreation, culture, and other entrusted to it by the
AOA. The Advocate’s Office for Pensioners and the Elderly was the body in charge of
overseeing the implementation and enforcement by agencies and private entities of the




OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

NOTES TO THE STATEMENT OF CASH RECEIPTS AND CASH DISBURSEMENTS
SEPTEMBER 30, 2017

public policy set forth in Act No. 121 of July 12, 1986, as amended, better known as the
“Bill of Rights for Aged Persons,” and any legislation that conforms to the public policy
established by virtue of Public Law No. 89-73 of July 14, 1965, as amended, known as the
“Older Americans Act of 1965,” with regard to that sector of the population.

Act 75-2013 of July 24, 2013 repeals The Reorganization Plan No. 1 of June 22, 2011
“Advocate’s Office Reorganization Plan”, and restated the OAE full capacities.

2, GOING CONCERN

The OAE significantly depends on appropriations from the Commonwealth. As of
September 30, 2017, the Commonwealth faces significant budgetary risk and
uncertainties, including liquidity risk, which is the risk of not having sufficient liquidity or
financial resources to meet their obligations when they become due. Because of
budgetary constrains, the financial support that the Commonwealth provide to OAE could
be affected in the near future.

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, all transactions are recognized as either cash receipts or
disbursements, and non-cash transactions are not recognized.

a. [Expenditures - Expenditures are recognized in the accounting period in which
disbursements are issued.

b. General fund - These funds basically consist of legislative appropriation received
from the Commonwealth of Puerto Rico.

c. Federal funds - These funds consist of financial assistance received from federal
agencies. Federal funds are legally restricted to expenditures for specified purposes.

d. Veterans affairs benefit - The Commonwealth designated OAE as the agency
responsible to administer US Department of Veterans Affairs monies destined for the
care of veterans at home (an alternate option to receiving this care at the local
Veteran’s Hospital). The OAE solely makes the applicable payments to the caregivers
as instructed by the US Department of Veterans Affairs and therefore does not
engage in the typical activities of administering federal grants awarded directly to
the agency. The US Department of Veterans Affairs monies received and disbursed
for the care of veterans at home are presented in the statement of cash receipts
and cash disbursement as Veterans affairs benefit.




OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

NOTES TO THE STATEMENT OF CASH RECEIPTS AND CASH DISBURSEMENTS
SEPTEMBER 30, 2017

e. Vacation and sick leave - The OAE’s employees are entitled to accrue both vacation
and sick leave benefits based on service time. In the event of termination or
retirement, employees would be paid up to a maximum of 60 days for vacation.
Expenditures for sick leave and vacation benefits are recognized when such absences
are paid.

h. Resources with fiscal agent - The funds of the OAE from legislative appropriations
and federal grants are under the custody of the Commonwealth of Puerto Rico
Secretary of the Treasury, pursuant to Act No. 230 of July 23, 1974, as amended
known as the “Accounting Law of the Commonwealth of Puerto Rico”. 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 OAE are pooled in appropriation accounts and are available to meet
the OAE’s current operating requirements.

4, CONTINGENCIES

Litigation and claims

The OAE is a defendant in various lawsuits resulting from the normal course of business,
including but not limited to labor, torts, and breach of contract. OAE’s management
believes that the potential claim will not materially affect its cash receipts and cash
disbursements.

Federal awards

The OAE 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 Uniform Guidance (2 CFR 200), “Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards” or to
compliance audits by the pass-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 OAE to the regulatory agencies.

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 as a result of such
compliance audits, the OAE may be required to reimburse such amounts to the
corresponding federal and pass-through agencies from its own non-federal resources.

5. OPERATING LEASES

The OAE signed a lease agreement for its main office and regional location in San Juan,
Puerto Rico. The term of the lease commenced on February 1, 2009 and concluded on
January 31, 2014. The agreement provides for a renewal option term, but the OAE is
renewing the agreement on a monthly basis.

7
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NOTES TO THE STATEMENT OF CASH RECEIPTS AND CASH DISBURSEMENTS
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The OAE, also, signed one lease agreement for a regional location in Ponce, Puerto Rico.
The term of the lease commenced on December 1, 2015 and concludes on November 30,
2020. Future minimum operating leases commitments for this location are scheduled as

follows:
September 30, Amount
2018 S 68,400
2019 68,400
2020 68,400
2021 11,400
S 216,600

6. SIGNIFICANT EVENTS

On September 6, 2017, Hurricane Irma indirectly impacted Puerto Rico, causing the
failure of electricity infrastructure in a significant portion of the Island. However, the
operations were not affected significantly at the OAE.

On September 20, 2017, Hurricane Maria impacted directly Puerto Rico, causing
extensive destruction and flooding throughout Puerto Rico. As a result of the Hurricane,
the Island was left without electrical power. The operations of the OAE were impacted at
a moderate level by physical damages experienced in the OAE’s premises and losses of
property and equipment.

Management is working with the insurance company on the reimbursement of losses for
property and equipment.

7. SUBSEQUENT EVENTS

The OAE evaluated subsequent events through February 15, 2019, the date on which the
financial statement were available to be issued. There are no material subsequent events
that would require adjustments in the accompanying statement of cash receipts and cash
dibursements for the year ended September 30, 2017.




SUPPLEMENTARY INFORMATION




0l

VZ08v6'8) 5  86L659 T Iroes T Teeoc S Floett T 9eBEeEl S ISl 05y S Photol T EEEol T Tiroces 5 T980%eL. 8
19978°C - B - 0815 - 669551 B - A T siosuods 33elid 03 UoRNGLIYLOD
266°6) - 50°LE - - - 0006 - 00§'E - - BuLsIIIRAPY
1288l - 166G 7857 - - 660°9 519 - - yi6'€ saseyound Juatudinby
815'%7 056 6T S16°L - - 699°C - 09T - 8yl sayddng
766691t f4YN34 9E285E G6E‘SL S6E S60°€ET 686'€7 oLl - - 05067 sasuadxs 12130
ST9TSL - 0£9L} - sLL'GH - - - LE0°L - 66178 $30|A19§ BUIRNSUOD B RUOISSAJ0Id
STY 85T 10089 SE9°g 8707 - 69€°EL £71°68 £00°€H SLL9 - 160°0€ sasuadxa uoleylodsuely
Lev'85L‘8 - - - 0ze‘e9 - 785°8€0°7 - - GEG169°9 - SUOLINQLASIP J8L30 B suoreuoq
SEO'SPLYE 6658 L1831 4% 867°8¢ - veL'OZY S81°1T 061y o' - £6€°16¥ S9DLALBS paseydINg
L2801} 000°} 6'Gh 005} - - - . - - S06°154 sadlAIas JNgNd
8v106€°E §  9L5'syl $  £64'89T $  €0le6 $ - $  BE99T9 $  Lii'eo8 $ 91089t $ LLigl $ - $ 89LEGLL $ s)Jauaq 2BULLY pue saLiejes
1e30) uoLuedWwos S1eDIPSW s359[04d uol3UaAsld Tioddns $133U32 SIOLUSS 51€5 Ul193-BU0] asnqe 1ap|3 UORLBNN UOIIRASIULLIPY EXITIELE]
101uas Kreuoyaiosig aseasiq JanBaae) pue sa51A13s
ustedpuess aAoddng
491504

£10T ‘0€ ¥39WILd3S AIANT ¥VIA JHL ¥OA4

aNN4d TVY3A3d SARVITIXNY JALLVYLSINIWAY A9 SINIWISYNGSIA 40 FTNAIHIS
024 0L¥3Nd 40 HLTVAMNOWWOD

ATd3Q73 FHL ¥04 31VI0AQV IFHL 40 301440



OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO
SCHEDULE OF DISBURSEMENTS BY ADMINISTRATIVE AUXILIARIES GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Supportive
services and

Expenditures Administration senior centers Other Total
Salaries and fringe benefits S 987,071 § S 51,224 1,038,295
Public services 55,563 - 55,563
Purchased services 440,686 - 6 440,692
Distributions to municipality sponsors - 865,635 - 865,635
Distributions to non-governmental sponsors - 247,205 - 247,205
Transportation expenses 17,572 - 52,017 69,589
Professional & consulting services 65,694 - 1,310,422 1,376,116
Other expenses 11,510 - 16,825 28,335
Supplies 3,253 - - 3,253
Advertising 2,755 - - 2,755
S 1,584,104 § 1,112,840 S 1,430,494 4,127,438
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OFFICE OF THE ADVOCATE FOR THE ELDERLY
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

CFDA Pass-Through Entity Expenditures to
Federal Grantor/Pass-Through Grantor/Program Title Number Identifying Number  Subrecipients Expenditures

US Department of Health and Human Services (HHS)

AGING CLUSTER
Special Program for the Aging-Title 1l Part B-Grant for

Supportive Services and Senior Centers 93.044 S 3,585,576 S 6,459,619
Special Program for the Aging-Title 1Il Part C-Nutrition

Services 93.045 5,003,009 5,003,009
Nutrition Services Incentive Program 93.053 3,923,114 3,923,114

Subtotal Cluster 12,511,699 15,385,742

TITLE VIl

Special Program for the Aging-Title VII-Chapter 3-
Programs for Prevention of Elder Abuse, neglect and

Exploitation 93.041 - 42,733
Special Program for the Aging-Title VI-Chapter 2-Long

Term Care Ombudsman Services for Older Individuals 93.042 - 193,944

Subtotal Title VIi - 236,677
HHS OTHER AWARDS
Special Program for the Aging-Title Ill Part D-Disease

Prevention and Health Promotion Services 93.043 93,499 139,014
Special Program for the Aging-Title Il and Title IV -

Discretionary Project 93.048 - 216,381
National Family Caregiver Support, Title Ill, Part E 93.052 - 1,353,836
Medicare Enrollment Assistance Program 93.071 - -
State Health insurance Assistance Program 93.324 - 836,477
Centers for Medicare and Medicaid services (CMS)

Research, Demonstration and Evaluation 93.779 - -

Subtotal Other Awards 93,499 2,545,708
Total US Department of Health 12,605,198 18,168,127

Department of Justice, Commonwealth of Puerto Rico

Pass-Through Justice Department, Commonwealth of
Puerto Rico

Crime Victim Assistance 16.575 2010-VA-GX-0093 - 120,847

Corporation for National and Community Services

(CNCS)

Direct Programs

Foster Grandparent Program 94.011 - 285,177

Senior Companion Program 94.016 - 374,620
Total Direct Programs - 659,797

Total Expenditures of Federal Awards $ 12.605198 S 18948771

See notes to the Schedule of Expenditures of Federal Awards.
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OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

1.

GENERAL

The accompanying Schedule of Expenditures of Federal Awards presents the funds
expended by the OAE from all federal programs.

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards is presented in
accordance with the requirements of the Uniform Guidance (2 CFR 200}, “Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards” and following the cash receipts and disbursements basis of accounting.

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.

INDIRECT COST RATE

OAE has not elected to use the 10% the minimum indirect cost rate allowed under the
Section 200.414 Indirect (F&A) costs of the Uniform Guidance.

LATE SUBMISSION OF THE REPORTING PACKAGE

Our office experienced some delays gathering the information due to the failure of the
electricity in Puerto Rico caused by Hurricane Maria causing, as consequence, a late
submission of the reporting package to the Federal Clearinghouse.

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. Accordingly,
the amounts reported in the federal financial reports do not necessarily agree with the
amounts reported in the accompanying schedule. Office of Management and the Uniform
Guidance 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 OAE prepares the federal
financial reports and claims for reimbursements primarily based on information from the
internal accounting records.

13




OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

7. CLUSTER

A cluster of programs means federal programs with different CFDA numbers that are
defined as clusters of programs because they are closely related programs that have
similar compliance requirements. The schedule includes the following cluster:

Cluster Federal Program CFDA Number
Aging Cluster Special Program for the Aging-Title Ill Part B-Grant for Supportive Services and 93.044
Senior Centers
Special Program for the Aging Title lll Part C-Nutrition Services 93.045
Nutrition Services Incentive Program 93.053
Foster Grandparent/  Foster Grandparent Program 94.011
Senior Companion Senior Companion Program 94,016
Cluster

14
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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

To the Office of the Advocate for the Elderly
Commonwealth of Puerto Rico:

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 Office of the Advocate for the Elderly Commonwealth of Puerto Rico (the
“OAE”), which comprise the statement of cash receipts and disbursements for the year ended
September 30, 2017, and the related notes to the financial statement and have issued our report
thereon dated February 15, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the statement of cash receipts and cash disbursements,
we considered the OAE’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 the OAE’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the OAE’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 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 and therefore, material weaknesses or significant
deficiencies may exist that were not identified. 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.

BDO, Puerto Rico, PSC, a Puerto Rico Professional Services Corporation, and BDO USVI, LLC, a United States Virgin Island’s limited liability Company, are
members of BDO International Limited, a UK company limited by guarantee, and form part of the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the OAE’s statement of cash receipts
and cash disbursements is 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 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.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Office of the Advocate for the Elderly
Commonwealth of Puerto Rico:

Report on Compliance for Each Major Federal Program

We have audited the Office of the Advocate for the Elderly Commonwealth of Puerto Rico (the
“OAE”), compliance with the types of compliance requirements described in the OMB Compliance
Supplement that could have direct and material effect on each of OAE’s major federal programs
for the year ended September 30, 2017. OAE’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.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of OAE’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 requirements of 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 OAE’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 qualified and unmodified opinions
on compliance for major federal programs. However, our audit does not provide a legal
determination of OAE’s compliance.
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To the Office of the Advocate for the Elderly
Commonwealth of Puerto Rico
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Basis for Qualified Opinion on Supportive Services and Senior Centers-Title Ill, Part B
(93.044), Nutrition Services-Title Ill, Part C (93.045), National Family Caregiver Support-Title
lll, Part E (93.052), Nutrition Services Incentive Program (93.053), and State Health
Insurance Assistance Program (93.324).

As described in the accompanying schedule of findings and questioned costs, OAE did not comply
with requirements regarding on Supportive Services and Senior Centers-Title Ill, Part B (93.044),
Nutrition Services-Title I, Part C (93.045), National Family Caregiver Support-Title Ill, Part E
(93052),Nutrition Services Incentive Program (93.053), and State Health Insurance Assistance
Program in finding number 2017-001. Compliance with such requirement is necessary, in our
opinion, for OAE to comply with the requirements applicable to that program.

Basis for Qualified Opinion on Supportive Services and Senior Centers-Title lll, Part B (93.044)
and Nutrition Services-Title Ill, Part C (93.045)

As described in the accompanying schedule of findings and questioned costs, OAE did not comply
with requirements regarding on Supportive Services and Senior Centers-Title Ill, Part B (93.044)
and Nutrition Services-Title Ill, Part C (93.045) in finding number 2017-002. Compliance with
such requirement is necessary, in our opinion, for OAE to comply with the requirements
applicable to that program.

Opinion on Supportive Services and Senior Centers-Title Ill, Part B (93.044), Nutrition
Services-Title lll, Part C (93.045), National Family Caregiver Support-Title Ill, Part E (93.052),
and Nutrition Services Incentive Program (93.053)

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion
paragraphs, OAE complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on Supportive Services and Senior
Centers-Title Ill, Part B (93.044), Nutrition Services-Title Ill, Part C (93.045), National Family
Caregiver Support-Title Ill, Part E (93052), and Nutrition Services Incentive Program (93.053) for
the fiscal year ended September 30, 2017.

Other Matters

OAE’s responses to the non-compliance findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. The OAE’s response was not subjected
to the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

BDO, Puerto Rico, PSC, a Puerto Rico Professional Services Corporation, and BDO USVI, LLC, a United States Virgin Island’s limited liability Company, are
members of BDO International Limited, a UK company limited by guarantee, and form part of the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member.



IBDO

SR P e e |

To the Office of the Advocate for the Elderly
Commonwealth of Puerto Rico
Page 3

Report on Internal Control over Compliance

Management of the OAE’s 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 OAE’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 OAE’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as discussed
below, we identified certain deficiencies in internal control over compliance that we consider to
be material weaknesses and significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with 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. We consider the deficiencies in internal control over compliance
described in the accompanying schedule of findings and questioned costs as items 2017-001 and
2017-002 to be material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a
federal program that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance.

The OAE’s response to the internal control over compliance findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. The OAE’s response
was not subjected to the auditing procedures applied in the audit of compliance and,
accordingly, we express no opinion on the response.
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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.

B0 B H Hos A

San Juan, Puerto Rico
February 15, 2019

Certified Public Accountants

(Puerto Rico)
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OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS/MANAGEMENT RESPONSE
SEPTEMBER 30, 2017

Section | - Summary of Auditor’s Results

Financial Statements

Type of auditors’ report issued Unmodified
Internal Control over financial reporting:

1. Material weakness identified? No

2. Significant deficiencies that are not to be considered material weakness? No

3. Non-compliance material to financial statement noted? No

Financial Awards
Type of auditors’ report issued on compliance for each major programs:

1. Material weakness identified? Yes
2. Significant deficiencies that are not to be considered material weakness? No
3. Type of auditors' report issued on compliance for major program Qualified
4. Any audit findings disclosed that are required to be reported in accordance
with the Uniform Guidance, Section .510(a)? Yes

The programs tested as major programs are the following:

Federal grantor/Name of Federal Program CFDA Number
U.S. Department of Health and Human Services:
Title lll - B Supportive Services and Senior Centers 93.044
Title 1ll - C Nutrition Services 93.045
Title lll - E National Family Caregiver Support 93.052
Nutrition Services Incentive Program 93.053
State Health Insurance Assistance Program 93.324
The threshold for distinguishing Types A and B programs: $ 750,000
Auditee qualified as low-risk auditee? yes _ X no
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OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS/MANAGEMENT RESPONSE
SEPTEMBER 30, 2017

Section II - Financial Statement Findings

There is no financial statements findings that need to be disclosed.
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OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS/MANAGEMENT RESPONSE
SEPTEMBER 30, 2017

Section HlI - Federal Award Findings and Questioned Costs/Management Reponse
Finding Number: 2017-001

Federal Programs:

All federal financial assistance programs.

Category:

Internal Control/Compliance - Material Weakness

Compliance Requirement:

Reporting - Data Collection Form

Condition:

During our compliance audit, we noted that OAE did not submit the data collection form for the
fiscal year ended September 30, 2016 to Federal Clearinghouse on a timely basis.

Criteria:

2 CFR Part 200, Subpart C, Section 200.512 established that the audit shall be completed and the
data collection form described in paragraph (b) of this section and reporting package described in
paragraph (c) of this section shall be submitted within the earlier of 30 days after receipt of the
auditor's report(s), or nine months after the end of the audit period, unless a longer period is

agreed to in advance by the cognizant or oversight agency for audit. Unless restricted by law or
regulation, the auditee shall make copies available for public inspection.

Cause:

OAE's Single Audit Report for fiscal year 2016 was submitted on May 9, 2018.
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OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS/MANAGEMENT RESPONSE
SEPTEMBER 30, 2017

Effect:

OAE may be subject to sanction, as described in the Uniform Guidance, Section 225 titled
"Sanctions”, in cases of continued inability to have and audited conducted in accordance with this
part, Federal agencies and pass-through entities shall take appropriate actions using sanctions
such as: (a) withholding a percentage of federal award until the audit is completed satisfactorily;
(b} withholding or disallowing overhead cost; (c) suspending federal award until the audit is
conducted; or (d) terminating the federal award.

Questioned Cost:

None

Recommendation:

We recommend management to formalize auditors' contract before the fiscal year end, and
coordinate to commence procedures to allow the necessary time to complete the audit during
the required period.

Management Response:

Based on different facts that were previously described, our office experienced difficulties that
caused this compliance deficiency. We have been working hard on this matter and the Single
Audit 2018 report was sent to the Clearinghouse as soon as the Single Audit concluded. Even
though we faced some delays due to the problem with the systems caused by Hurricane Maria,
Single Audit 2017 is about to be concluded and we will be sending it to the Clearinghouse
promptly.

In addition, the auditors’ contract with an external firm to work with the Single Audit 2018 was
formalized before the fiscal year ended to be in full compliance.
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OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS/MANAGEMENT RESPONSE
SEPTEMBER 30, 2017

Finding Number: 2017-002
Federal Programs:

CFDA No.: 93.044 Special Programs for the Aging-Title lli, Part B-Grants for Supportive Services
and Senior Centers
CFDA No.: 93.045 Special Programs for the Aging-Title IlI, Part C-Nutrition Services

Category:

Internal Control/Compliance - Material Weakness
Compliance Requirement:

Sub-recipient Monitoring

Condition:

During our compliance procedures, we noted that OAE does not follow its procedures for
monitoring sub-recipients of federal funds. OAE's internal control policies establish that a
monitoring process of sub-recipients of federal funds must be performed at least once a year.
Nevertheless, the OAE is not in compliance with this monitoring frequency.

Criteria:

45 CFR Sections 1321.11(b) and 1321.17(f)(9), the State Agency is required to develop policies
governing all aspects of programs operated under the State Plan and to monitor their
implementation, including assessing performance for quality and effectiveness and specifying
data system requirements to collect necessary and appropriate data. The policies developed by
the State agency shall address the manner in which the State agency will monitor the
performance of all programs and activities initiated under this part for quality and effectiveness.
In monitoring the ombudsman program, access to files, minus the identity of any complainant or
resident of a long-term care facility, shall be available only to the director of the State agency
on aging and one other senior manager of the State agency designated by the State director for
this purpose. In the conduct of the monitoring of the ombudsman program, the. confidentiality
protections concerning any complainant or resident of a long term care facility as prescribed in
section 307(a)(12) of the Act shall be strictly adhered to.

Cause:

Lack of the necessary personnel available to perform the established procedures for monitoring
sub-recipients of federal funds.
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OFFICE OF THE ADVOCATE FOR THE ELDERLY

COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS/MANAGEMENT RESPONSE
SEPTEMBER 30, 2017

Effect:

The failure to monitoring sub-recipients may lead to inappropriate use of the funds by the sub-
recipients, and the disallowance of such costs by the federal agencies.

Questioned Cost:
None
Recommendation:

OAE should ensure in a yearly basis, as a minimum, that sub-recipients comply with the
regulations regarding the funds granted. OAE should designate personnel to perform the required
visits in a timely basis to sub-recipients and applied the monitoring process designed to make
sure that the grants were used properly, and all supporting documents were properly storage and
organized.

Management Response:

The unstable and changing administrative structured caused a turnover on the workforce
affecting several areas on the OAE. The Internal Auditing Office (IAO} was among those. Current
administration hired personnel to fill positions in the (IAO). Hired personnel have improved
significantly the performance of the established procedures for monitoring sub-recipients on their
use of federal funds. We still have open positions that we have to hire. Nevertheless, the
personnel currently in place has updated internal control and regulations. They have conducted
seminars on the updated information to the sub-recipients. The newly hired personnel has been
trained on the internal control, risk analysis, and new regulations.
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OFFICE OF THE ADVOCATE FOR THE ELDERLY
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Finding
Reference Questioned
Number Finding Description Costs Finding Current Status
Uncorrected
2016-001 Reporting - Data Collection Form None (see finding 2017-001)
Uncorrected
2016-002  Subrecipient Monitoring None (see finding 2017-002)
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