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April 9, 1984 

Circular No. 84-15 

To 

Re 

Chancellors, Deans of Administration, Finance and other Officials 
respoi;5ible for Administedng Fiscal Affairs for the University 
of Puerto Rico 

Conduct of Circular A-110 Pilot Audit 

The independent finn of Peat, ~larwick, Mitchell & Co. has issued a 
final audit report on federal financial assitancc to the University, in 
accordance \'lith the requirements prescribed by Ot~B Circular A-110 (Gran~s 
and Agreements with Institutions on Higher Education, Hospitals, and Ober 
Non-profit Organizations). The issuance of this audit report has indicated 
serious deficiencies with respect -to internal controls. These must be cOl·rect­
ed immediately to comply with applicable federal statutes and regulations that 
allow the University to administer these funds for the improvement of insti­
tutional services. 

For your information \'le have attached a detailed copy of the external 
audit findings, and applicable corrective actions required to improve each 
problem area. It is urgent to pl·oceed \'lith the adoption of these mea~>ures, 
since the external audit firm of Peat, t·1arwick, Mitchell & Co. \•!ill, during 
a subsequent phase, verify that cOl:rective ncti on has been taken \·Ji th res­
pect to present findings. 

. . 

7ially, , j ·' 

./ _ I ! _-_' 

-f.1a:n cl:no-rtlv~a-Pe ret 
-Director ' 
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Circular No. 84-15 
April 9, 1984 

Circular A-11G: Audit Findings 
Fur ~iscal _ Year ending- June 30~ 1984 

Re: Audit Control :No. 02-47000 

PROPERTY AND EQUIPMENT -
Problem Area 

(Attachment N-Ci rcul ar No. A-110, Property Hanagernent 
Standards) 

A physical inventm~y of property shall be taken·.and the results reconciled 
with the property records at least once every b1o years. Any differences beb1e::n 
quantities determined by the physical inspection and those shm-m in the accounting 
records shall be clarified to determine the causes of the difference, an to pro­
ceed \'lith the nec::~ssary adjustments. 

Action Required 

Effective immediately, those Institutional Units of the University System 
that have not conducted a property inventory \·lithin a b1o-year period, shall 
proceed to do so. This procedure will be carried-out ~ot later than June 30 of 
th~ present calendar year for all property in the custody·of each campus. Addi­
tionally, information on physical property inventories is required to be circu­
lated between all lnstituional Units. This will facilitate optimum utilization 
of the Institution's equipment, reduce applicable operating costs, and serve the 
System's needs in an effective and timely fasion. (Inter-Unit Equipment and Pro­
perty Exchange). 

EFFORT REPORTING SYSTEI'-1 (Attachement E, F, and G. Circulal~ No. A-110) 

__ Prob 1 em Area 

Awards of federal funds containing any type of matching or cost-sharin~ 
components are currently identified in the System's books and records as real 
cash, and not verifiable as matching requirements for the UniversiFY of Puerto. 
Rico. 

Action Regui1·ed 

The Office of Finance and Administ1·ation \·lithin the Central Administra-
tion of the University of Puerto Rico, requires that all cost-sharing or matching 
(in kind contributions) portions of programs are duly noted and verifiable in the 
accounting books and records of the System. When such obligations are not met, 
the corresponding Institutional Unit will assume total responsibility for any 
claims, or the resolution or final disposition of any matters, that may arise from 
various federal agencies. 
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MMlAGEMENT AND ACCOUNTABILITY OF FUNDS (Attac!":·:-~nt F cli~d G - Cit~ct;lal~ A-110; 
Circulat~ A-21) 

Problem Area -- --
Cash accounts at each Institutional Unit should be identified by source 

and activity. 

Action Required 

Effective July 1st., 1984 each Institutional Unit will be responsible 
for establishing and maintaining adequate documentation on instituional income 
and expenditures, so as to inder:tif.)t all income by·sourcE>, and distl~ibute co:;.ts 
by function or activity, This includes all funds received by the Institution 
\'lhether they derive from the Commonwealth, or Fed era 1 Government, ins t itut; on~ 1 
activities, and sources or other outside support. 

FINANCIAL REPORTING REQUIREMENTS 

Problem Area 

The reporting due dates and docu~entation applicable to each reouired 
state and federal fi nanci a·l or cash transaction report are not readi 1'y dis­
cernible. In some Institutional Units_they arl prepared and sent in com­
pliance with the established format and designated schedule; however, in 
other units they are prepa·~ed but not dispatched. 

Action Re_guired 

The Office of Finance and Administration, University of Puerto Rico, 
Central Administration requests that each Institutional Unit of the System 
prepare a schedule of a 11 compulsory fedet·a l or state reports. This docu­
mentation shoud be prepared for each respectiv~program, in accordance with 
statutorj', regulatory or other requirements and standards as set forth in 
approved applications or award docu1nents. The shcedule shoud be prepared 
by each applicable office before, and not later than·, April 30,_1984. 

The purpose of this directive is tu monitor the timely and appropriate 
prepal~ati on of required reporting documents by each di s":i net level and unit 
of the system (monitoring and Reporting Program Perfonnance). 

COST SHARING AND MATCHING REQUIREMENTS 

Prob 1 em Area 

Disbursements for cost sharing and matching, as well as in-kind contri­
butions are not currently included or identified in the quarterly reports. 
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Action Rco,_~J_i ,~ed 

Effective immediately, all l:1stitutio:1ul Units will prepcH'C qua,~terly 
reports in such Litnner so as to adec;~::tely ide_ntify all cost-sharing, matching,. 
and in-kind centributions of services o~ equipment, -as_ p~escri~;ed fn -awards - - - -
from sponsoring ~ederal agencies, foundationss or other sponsors. 

ALLOWABILITY OF CHARGES 

Problem Area 

Established procedures and regulations have not been adhered to with 
regard to disbursements for travel and transportatjon costs. 

Action Requi ,~ed 

The CPntral Office of Finance of Administration reiterates and stresses 
that the standards and procedures prc:nulgated by exiting regulations must be 
followed with regard to all travel and per diem disbursements. The existing 
directives in this area also set for tr.ecorrective measures applicable to cases 
of non-compliance in this area. 

HEALTH PROFESSIONS STUDENT LOANS 

Problem Area 

The Institution is not in compliance \'/ith regulations and requirements 
relative to debt collection standards and proceedings; this includes lack of 
diiigence in notifying the borrowet· of initial delinquency, durir:g a grace 
period, but before the lapse of the fina1 due date for the first payment. 

Action Required 

All appropriate officials must proceeed immediately to fulfill the debt 
collection requirements applicable to the efficient administration of this 
program. Each applicable Institutional Unit wil1 maintain adeguate written 
documentation of all procedures carried out fo fulfill this requirement. 
Site visits to provide for appropriate follow-up of the directive will be 
conducted by the personnel of the Un~versity's Centrql Administration Office. 

dlv 


