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INDEPENDENT AUDITORS' REPORT 

Mayor and Municipal Legislature 
Municipality of Caho Rojo 
Caho Rojo. Puerto Rico 

We have audited the financial statements of the governmental activities, major funds, and remaining fund 
information, which collectively comprise the basic financial statements, of the Municipality or Cabo Rojo 
("MWlicipality") as of and for the year ended June 30, 2007, as listed in the table of contents. These 
financial statements are the responsibility of the Municipality's management. Our responsibility is to 
express opinions on these financial statements based on ow audit. 

Except as discussed in the following paragraph, 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 tbe United 
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the respective financial statements arc free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the respective financial statements. An 
audit also includes assessing the a~unting principles used and significant estimates made by 
management, as well as evaluating the overall financial statements presentation. We believe that our audit 
provide a reasonable basis for our opinion. 

We were unable to obtain a liability estimate of the Jandfill's closure and post closure care costs at June 30, 
2007. The accompanying government-wide financial statement did not include the liability for these costs. 
Accounting principles generally accepted in the United States of America require that landfill's closure and 
port-closure costs are estimated and included as liability in the government-wide financial statement, which 
would decrease the assets and net assets in the government-wide financial statements. The amount by 
which this departure would affect the assets and net assets of the government-wide financial statement is 
not reasonably determinable. The note "H'' of the financial statements describes more details regarding the 
landfills costs. 

In ow opinion, except for the effects of not providing an adequate liability estimate of the landfill's closure 
and post closure care costs for the government-wide financial statement as described in the preceding 
paragraph, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the government-wide financial statement of Municipality of Cabo Rojo, as of June 
30, 2007, and the respective changes in financial position thereof for the year then ended in confonnity 
with accounting principles geneflllly accepted in the United States of America. 

In addition, in our opinion, the fmancial statements referred to above present fillrly, in all material respects, 
the respective financial position of the, each major funds and the aggregate remaining fund infonnation of 
Manlcipality of Cabo Rojo, as of June 30, 2007, and the respective changes in fmanciaJ position thereof 
for the year then ended in confonnity with accounting principles generally accepted in the United States of 
America. 

Rfo Piedra.~ Heights 
1733 Calle linto, San Juan, Puerto Rico 00926-3252 
Tel. (787) 764·8664 • 764·8667 • t·ax (787) 764-8643 
well. cpagonzalcuom 
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INDEPENDENT AUDITOR'S REPORT CCONTINUEDl 

As described in Note 1, the Municipality has implemented a new financial reporting model, as required by 
the provisions of Governmental Accounting Standards Board (''OASB") Statement No. 34, Basic Financial 
Statements-and Management's Discussion and Analysis for States and Local Governments. 

In accordance with Government Auditing Standards, we have also issued our report dated March 12, 2008, 
on our consideration oftbe Municipality of Caho Rojo's internal control over financial reporting and on 
our tests of its compliance with certain provisions of Jaws, regulations, contracts, and grants 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 the 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be considered in assessing the 
results of our audit. 

The Management's Discussion and Analysis, Budgetary Comparison Information and Financial Data 
Schedule on pages 3 through lS and 53 through SS, are not a required part of the basic financial statements 
but are supplementary infonnation required by accounting principles generally accepted in the United 
States of America. We have applied certain limited procedures, which consisted principally of inquiries of 
management regarding the methods of measurement and presentation of the required supplementary 
infonnation. However, we did not audit the information and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Munlclpallty of Cabo Rojo's basic financial statements. The accompanying schedule of 
expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office of 
Management and Budget Circular A-133, Audits of States, Local Oovernmonts, and Non-Profit 
Organizations, and is also not a required part of the basic financial statements of Munlclpallty of Cabo 
Rojo. The schedule of expenditures of federal awards have been subjected to the auditing procedures 
applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all material 
respects in relation to the basic financial statements taken as a whole. 

March 12, 2008 
San Juan, Puerto Rico 

The stamp number 2261353 was 
affixed to the original copy of this report. 
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G01tllfe, 10rves JG,. PSc 
GONZALEZ TORRES & CO., PSC 
License96 
Expires December I, 2008 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

The foJtowing analysis of the financial performance of the Municipality ofCabo Rojo wilJ provide an 
overview of the Municipality's financial activities for the fiscal year ended June 30, 2007. Please read 
it in conjunction with the financial statements, which foJlow this section. 

FINANCIAL HIGHLIGHTS 

Highlights for Government-wide Financial Statements 

The government-wide fmancial statements use the economic resources measurement focus and the 
accrual basis of accounting to report information about the Municipality as a whole: 

• The assets of the Municipality, on a government-wide basis, exceeded its liabilities at the 
close of fiscal year 2007 by $47,082,695 (net assets). 

• Revenues (not including special items) increased by 35% and expenses increased 11% in 
comparison with year 2006. 

• Net change in net assets amounted to $8,899,723, an increase of 1600/0 with respect to prior 
year net change. 

Highlights for Fund Financial Statements 

The fund financial statements provide detailed infonnation about the Municipality's most significant 
funds, which use the current financial resources measurement focus and modified accrual basis of 
accounting: 

• At June 30, 2007, a net change of $1,693,726 in the fund balances of the Municipality's 
governmental funds resulted in a reported combined ending fund balances of $18,186,765. 
Approximately 14% of the total combined fund balances is unreserved. 

• The General Fund reported an excess of revenues and other financing sources over 
expenditures and other financing uses of $3,021,027 and an unreserved fund balance of 
$2,548,354. Unreserved fund balance increased 33% from prior year. 

General Financial Highlights 

• The investment in capital assets as of June 30, 2007 was $46,092,870 (net of depreciation). 
• Long term debt increased to $20,750,108. Approximately a 3% increase with respect to prior 

year. 
• On a budgetary basis, actual revenues exceeded actual expenditures by $755,590. 

4 
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MUNICIPALllY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

OVERVIEW OF THE FINANCIAL STATEMENTS 

The Municipality•s financiaJ reporting comprises four components: (1) management discussion and 
analysis (presented here), (2) basic financial statements, (3) required supplementary information and 
(4) supplementary infonnation. 

COAIPOMNTS OF 
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The Municipality's basic financial statements consist of two kinds of statements, each with a different 
view of the MlDlicipality•s finances. The government-wide financiaJ statements provide both long­
term and short-term infomation about the Municipality•s overall financial status. The fund financial 
statements focus on major aspects of the Municipality•s operations, reporting those operations in 
more detail than the government-wide statements: 

Basic Financial Statements 

• Govemmmt-Whle Fhtancllll Stllt~mmts 

The government-wide statements report information about the Municipality as a whole using 
accounting methods similar to those used by private-sector businesses. They are prepared 
using the flow of economic resources measurement focus and the accrual basis of 
accounting. The fust government-wide statement - the statement of net assets - presents 
information on all of the Municipality's assets and liabilities, with the difference between the 
two reported as net assets. Over time, increases or decreases in the Municipality•s net assets 
are an indicator of whether its financial health is improving or deteriorating. Other non­
financial factors such as the condition of the Municipality's capital assets may need to be 
considered to assess the overall health of the Municipality. The second statement - the 
statement of activities - p~ts information showing how the net assets changed during the 
year. All of the cWTCDt year's revenues and expenses are taken into account in the statement 
of activities regardless of when cash is received or paid. 
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MUNICIPALITY OF CADO ROJ(J 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

The government-wide statements reports as governmental activities the municipality's basic 
services such as public works and sanitation; public safety, culture and recreation, housing. 
welfare, and community development; education and general administration. These activities 
are primarily financed through property taxes, other local taxes and intergovernmental 
revenues. Included in the governmental activities are the governmental funds. 

• Fund Financial Statements 

The fund fmancial statements provide more detailed information about the Municipality's 
most significant funds. Funds are accounting devices that the Municipality uses to keep track 
of specific sources of funding and spending for particular purposes. Some funds arc required 
by Federal and Commonwealth regulations, as well by bond covenants. 

The Municipality's basic services are included in governmental funds, which are used to 
account for essentially the same functions reported as governmental activities in the 
government-wide statements. However, unlike the government-wide statements, the 
governmental funds are prepared using the flow of current financial resources measurement 
focus and the modified accrual basis of accounting. Under this approach the financial 
statements focus on near.-term inflows and outflows of external resources, as well on 
balances of expendable resources available at year end. Consequently, the governmental 
fund statements provide a detailed short-term view that helps the reader determine whether 
there are more or fewer financial resources that can be spent in the near future to finance the 
Municipality's programs. Because this information does not encompass the additional long­
term focus of the government-wide statements, additional information is provided on a 
subsequent page that explains the relationship (or differences) between the government-wide 
and fund statements. 

The governmental fund statements focus on major ftmds. The Municipality's major funds are 
the general fund (which accounts for the main operating activities of the Municipality) and 
funds that complies with a minimum criterion (percentage of the assets, liabilities, revenues 
or expenditures). Funds that do not comply with this criterion are grouped and presented in a 
single column as other governmental funds. 

• Notes to the financial statements 

The basic fmancial statements also include notes to explain information in the financial 
statements and provide more detailed data. 

Required supplementary Information 

The statements and notes are followed by the required supplementary infonnation that contains the 
budgetary comparison schedule for the General Fund. 

Supplementary information 

The supplementary information includes a financial data schedule containing financial infonnation of 
the Section 8 Housing Choice Voucher Program administered by the Municipality. 

6 
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MUNICIPALITY OF CARO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

Net Assets 

The following table presents a summary of the Statements of Net Assets as of June 30, 2007 and 
2006: 

TABLE l 

Summary Statement of Net Assets 
As of June 30, 

Governmental Activities 
2007 2006 

Assets 
Current and other assets $ 28,334,483 $ 22,931,631 
Capital assets 46,092,870 40,756,463 

Total assets $ 74,427,350 $ 63,688,094 

Liabilities 
Current and other liabilities s 6,594,547 $ 5,272,850 
Long term liabilities 20,750,108 20,232,268 

Total liabilities 27,344,655 25,505,118 

Net assets 
Invested in capital assets, net of related debt 32,772,809 28,080,753 
Restricted 12,674,842 11,981,037 
Unrestricted (deficit) 1,635,044 (1,878,814) 

Total net assets $ 47,082,695 $ 38,182,976 

Net assets (assets over liabilities) may serve over time as a useful indicator of a government' s 
financial position. Net assets for the year increased 23% with respect to prior year. The most 
significant changes include a general increase in revenues caused by the receipt of over $2,000,000 in 
permanent improvement funds, an increase in approximately $900,000 in property tax revenues, new 
source of revenues in current year ofSl,707,427 from the sales and use taxes and the receipt of over 
$2,000,000 in donated assets. 

The largest portion of the Municipality's net assets reflects its investment in capital assets (e.g., land, 
buildings, equipment, and infrastructure); less accumulated depreciation and less any related 
outstanding debt used to acquire those assets. The Municipality uses these assets to provide services 
to its citi7.ens and consequently, these assets are not available for future spending. The resources 
needed to repay the debt related to these capital assets must be provided from other sources, because 
capital assets are not generally liquidated for the purpose of retiring debt. 

Restricted net assets represent resources that are subject to external restrictions on how they may be 
used. Unrestricted net assets are the part of the net assets that can be used to fmance day-to-day 
operations without constrains established by debt covenants, enabling legislation or other legal 
requirements. 

7 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

As of lune 30 2007 the Municipality presented an unrestricted net assets balance of $1,635,044. 
When compared to prior year we noted a positive change primarily due to au increase in $910, 796 
from property taxes revenues, an increase ofSl,610,461 in unrestricted grants revenues and the effect 
of the $1,707,427 revenues from the sales and use taxes, a new revenue source in current year. 

Changes In net assets 

The following table summarizes the changes in net assets for the years ended June 30, 2007 and 2006: 

TABLE? 

Summary of Changes m Net Asuu 
As of .lime, JO 

Governmental Activities 
2007 2006 

Program rennaes: 
Fees, fines and charges for services $ 6,538,013 $ 5,659,830 
Operating grants and contributions 3,637.346 1,366,117 
Capital grants and contributions 3,198,014 2,398,382 

General revenues: 
Property taxes 6,749,436 5,838,641 
Municipal license taxes 2,558,698 2,637,996 
Sales and use taxes t,707,427 -
Grants and contributions not restricted to specific 

progmms 6,741,018 5,130,557 
Interest 926,555 637,921 
Other 152,754 162,062 

Total revenues 32,209,261 23,831 506 

E:1pensa: 
General government 5,817,750 5,230,638 
Public works and sanitation 9,687;1.72 8,130,293 
Public safety 2,024,720 1,821,449 
Culture and recreation 1,358,03.S 1,266,199 
Health 818,307 808,583 
Housing, welfare and community development 2,547,868 2,733,876 
Education 184,586 237.993 
Interest on long term debt 870,950 858536 

Total expenses 23,309,538 21,087,567 

Special items - 674,841 

Change la net assets 8,899,723 3,418,780 
Net assetH>eiinninc of year 381 18~972 34,764 196 
Net assets-end of year $ 47,082,695 $ 38,182,976 

8 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 1007 

Approximately 21 % of the Mwiicipality's revenues came from property taxes, 20% from fees and 
charges for services, 21% from W1restricted grants and 11% from operating grants. The 
Municipality's expenses cover a range of services. The largest expenses arc public works and 
sanitation representing approximately 42o/o, general government with 25% and housing, welfare and 
community development with 11%. Program revenues of the Municipality covered 57% of total 
expenses. 

With respect to prior year, revenues reported a net increase of approximately 35%. This net increase 
is primarily the result of: (I) a 166 % increase in operating grants due to permanent improvements 
funds received in current year, (2) a 31 % increase in unrestricted grants revenues due to a significant 
amount of assets received in donation, (3) and the recognition of a new revenue SOW'Ce from the sales 
and use taxes, which amounted to $1,707,427 for fiscal year 2006-2007. 

Expenses increased 11 % in comparison with 2006 year. Significant increases were registered on 
public works and sanitation with 190/o, general government with 1 Wo and public safety with 11%. 
The general increase in expenses was caused basically in areas such as salaries, fringe benefits, 
professional services and maintenance, repairs and depreciation of municipal facilities and 
infrastructure. 

As noted previously the significant increase in revenues caused an increase of 160% in the net change 
in net assets with respect to prior year net change. The following table focuses on the cost of each of 
the Mwiicipa)ity's largest programs as well as each program's net cost (total cost less fees generated 
by the programs and program -specific intergovcrwnental aid): 

TABLE3 

Total Cost of Services Net Cost of Services 
Functio•s/Pr •s 2007 2006 2907 2006 

Genetal govemmcnt s S,817,750 $ S,230,63& s (1,378,166) s (1,148,924) 
Publit worb and sanitalion 9,687,272 8,130,293 (2.165,9()4) (4,422,493) 
Publit safety 2,024,720 1,821,449 (1,831,408) (1 ,704,572) 
Culturc and recreation l,JS8,08S 1,266,199 (1,281,092) (1 ,178,111) 
Housing. welfare and commwiity 

development 2,547,868 2,733,876 (J ,451,607) 
Olher 1,8731843 1,905,112 I 757 531 

s 23J091S38 $ 21,087,567 s $ 10512 

Some of the cost of governmental activities was paid by those who directly benefited from the 
programs ($6,538,013) and other governments and organi7.ations that subsidized certain programs 
with grants and contributions ($6,835,360). The $9,936,165 net cost of services was fully covered by 
other general revenues including property, municipal license, and sales and use taxes. 

10 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS 

Governmental funds 

The focus of the Municipality's governmental funds is to provide information on near-tenn inflows, 
outflows and balances of resources available for spending. Such information is useful in assessing the 
Municipality's financing requirements. In particular, unreserved fund balance may serve as a useful 
measure of a Municipality's welfare and community development expenditures. Actual revenues 
exceeded actual expenditures net resources available at the end of a fiscal year. For the Fiscal year 
ended Jwie 30, 2007, the governmental funds reported combined ending fund balances of 
Sl8,186,76S, a net increase of $1,693,726 in comparison with the prior year. This increase was 
caused primarily by a net change in the general fund of $3,021,027; ($42,889) in the Community 
Development Block Grant Fund; $340,636 in the debt service fund; ($1,945,432) in the 
Commonwealth Legislative Joint Resolutions Fund and $320,384 in the other governmental funds. Of 
total combined fund balances, $2,548,354 (14%) constitutes unreserved fund balance. The remainder 
of fund balance is reserved to indicate that is not available for new spending. 

The general fund is the operating fund of the Municipality. Unreserved fund balance of the general 
fund represents approximately 14% of total combined ending fund balances. For the year ended Jwie 
30, 2007, the fund balance of the general fund increased by $3,021,027 when compared with the prior 
year. Of this net change $2,137,312 pertains to other special funds (with self imposed restrictions) 
included as part of the general fund. The principal component of the net increase of $2, 781,865 in 
revenues is an increase of $898,114 in fees, fines and charges for services, and the recognition of a 
new revenue source from sales and use taxes implemented in current year, which amounted to 
$1,707,427. The net decrease in expenditures of $432,243 is due to a decrease ofSl,257,442 in the 
capital outlays expenditures (extraordinary and non-recurrent landfill expenditures were incurred in 
prior year), combined with increases of$319,184 and $551,0SO in the general government and public 
works and sanitation expenditures respectively. 

GENERAL FUND BUDGETARY IDGHLIGHTS 

The general fund original budget for the fiscal period 2006-2007 presented an increase of 3% with 
respect to prior year budget Amendments to the original budget are approved by the Municipal 
Legislature. During the fiscal year budget revenues were increased by $2,485,433 due to additional 
collections of interest, other intergovernmental subsidies and charges for services. Budget 
expenditures were increased by $1,866,452. Actual revenues exceeded the revised budgeted revenues 
by $495,453 (net). The most significant variances were in fees, tines and charges for services, 
$386,426; and $103,281 in intergovernmental revenues. 

A positive variance of$260,138 between revised budget and actual expenditures was due mainly to a 
net decrease of $229,631 in general government, a net increase of ($66,218) in public works and 
sanitation expenditures, and a net decrease ofSS4,103 in by $755,590. 

11 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital assets 

At the end of the fiscal year, the Municipality has invested $46,092,870 (net of accumulated 
depreciation) in a broad range of capital assets, including buildings, parks, roads, bridges, land and 
equipment. This amount represents a net increase of approximately 13% over the prior year. 

TABLE4 

Capital Assets, net 
As of June 30, 

Governmental Activities 
2007 2006 

Non-depreciable assets: 
Land $ 3,267,716 $ 3,276,094 
Construction in progress 9,212,097 5,948,523 

Depruiable assets: 
Land improvements 1,885,349 2,546,950 
Buildings and buildings improvements 16,299,132 14,771,758 
Infrastructure 12,318,937 11,797,090 
Vehicles, machinery and equipment 3,109,639 2,416,048 
Total $ 46,092,870 $ 40,756,463 

The Municipality's major capital projects that were still in construction as of June 30, 2007 are as 
follows: 

• Construction ofnew City Hall - $4,826,893 
• Improvements to Rebekah Colberg Coliseum - $1,990, 770 
• Construction of"Plaza de Artesanias" - $775,536 
• Rehabilitation of Municipal Library- $475,823 
• "Villa del Cannen" Basketball Court-$347,737 

Buildings increased due to the transfer of $1,990,728 of the cost of "Teatro Paraiso" from 
construction in progress. From this figure, the amount of$1,783,482 was received in donation ftom a 
Commonwealth Agency during the year. 

The Municipality reported approximately $1,413,937 in infrastructure additions during the year, 
which are composed mainly of capital improvements and donations ftom construction contractors of 
municipal streets and roads. Some of these improvements and donations are detailed as follows: 

• "Puente Las Magas" - $573,490 
• "Camino Cofresi" -$126,005 
• "Camino La Clarita" - $65,915 
• "Urb. Palmer" -$50,750 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

The Municipality acquired a total of $1,076,733 in vehicles, machinery and equipment during the 
fiscal year 2()()6..2007, including nine trucks for a combined amount of $699,832, one school bus for 
the amount of $85,995, one ambulance for the amount of $68,495, one loader for the amount of 
$18,890, three vans for a combined amount of $71,616, one pick-up for the amount of $12,657 and 
three cars fora combined amount of$30,l83. 

The Municipality's fiscal year 2007-2008 consolidated capital budget caJls for a significant amount of 
new and continuous projects including the construction of a new basketball court in the "Betances" 
community, the completion of the improvements to the Rebekah Colberg Coliseum, construction ofa 
Municipal Gym, the completion of the construction of "Plaza Artesanias"; the completion of the 
improvements to the Municipal Library, the completion of the construction of new City Hall the 
completion of the improvements to "Villa del Carmen" basketball court, the planning phase for the 
construction of a convention center, the construction of the Monument in Honor to Cabo Rojo's 
Soldiers, and capital improvements to municipal streets and roads. These projects will be financed 
through Federal and Commonwealth grants, funds from the Commonwealth Legislature, general 
obligation bonds and Municipal funds. 

Capital assets composition as of June 30, 2007 follows: 

27% 

Municipality of Cabo Rojo 
Composition of Cilpital Ancts 

A.s of June 80, 2007 

a Laud 

'1°k 0 Construrtion iu progress 

0 Land improvements 

D Buildings aud buildings 
improvements 

C lufrastruc-ture 
4% 

0 Vehides, mad1i11ery aurl 
equipment 

I 
I 

I 
! 
I 

I 
I 

I I 

I 
I 
I 
I 
I 

I 

I I 
I I I 

More detailed infonnation about the Municipality's capital assets is presented in Note F to the 
financial statements. 

Long term debt 

At year-end, the Municipality bad $15,319,055 in general and special bonds and notes, an increase of 
5% with respect to prior year. The following is a summary of the Municipality's outstanding debt as 
of June 30, 2007 and 2006: 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

TABLES 

Outstanding Long-term Debt 
As of Jlllfe 30, 

Governmental Activities 
2007 2006 

General and special obligation bonds and notes $ 15,319,055 $ 14,635,930 
Note payable to CRIM - LIMS 361,559 429,753 
Note Payable to CRIM - prior years delinquent 

accounts 333,357 451,979 
Note payable to Puerto Rico Department of Labor 63,502 89,087 
Note payable to Puerto Rico Solid Waste Authority 26,899 33,121 
Note payable to solid waste land site contractor 1,196,536 1,295,527 
Note payable to PR Employee Retirement System 148,978 -
Obligation under capital leases 15,397 26,039 
Compensated absences 2,914,063 2,834,513 
Chrisbnas Bonus 367,898 310,004 
Claims and judgments - 18,000 
Payable to CRIM - property tax advances 2,864 108,315 
Total s 20,750,108 $ 20,232,268 

The increase in the general and special obligation bonds and notes is the net effect of the issuance of a 
$1,775,000 bond for the acquisition of vehicles and heavy equipment, and payments of maturities of 
general obligation bonds made during the year. The increase in the note payable to Puerto Rico 
Employee Retirement System Administration is the result of a new debt agreement formalized during 
the year. More detailed information about the Municipality's long tenn liabilities is presented in Note 
G to the financial statements. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

The Municipality's selected and appointed officials considered many factors when setting the fiscal 
year 2007-2008 budget One of these factors is the economy. Among economic areas considered are 
the population growth estimates, personal income, housing statistics and unemployment rates. The 
Municipality's unemployment rate now stands at 10.5%, which compares with the Commonwealth 
rate of 12%. Another important factor that may affect the 2007-2008 budget is the implementation of 
the new Act No. 80 which imposes certain restrictions on the use of the resources obtained from the 
sales and use taxes collected. 
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MUNICIPALITY OF CABO ROJO 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2007 

The Municipality applied a conservative approach in development budget estimates. Amounts 
available for appropriations in the Genera] Fund for the fiscal year 2007-2008 are $18,250,700. an 
increase of approximately 17% with respect to prior year estimates. Budgeted expenditures are 
expected to rise accordingly to the increase of budgeted revenues. In addition to the estimated budget 
for the general fund, the Municipality has submitted FederaJ and Commonwealth funds proposals for 
welfare and community development as well as for capital improvements and public works funds. 
The consbuction industry has been one of the major sources of income generated by the Municipality, 
in the construction of personal housing, contributing with construction taxes. Management believes 
that this contribution level will be maintained in the next year. 

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, and creditors with a general 
overview of the Municipality's finances and to demonstrate the Municipality's accountability for the 
money it receives. If you have questions about this report or need additional information, contact the 
Municipality's Director of Finance at PO Box 1380, Cabo Rojo, Puerto Rico 00623. 
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MUNICIPALITY OF CABO ROJO 

I STATEMENT OF NET ASSETS 
JUNE 30. 2007 

Governmental 
Acttvtttes 

I 
ASSETS 

Cash and cash equivalents s 6,735,760 
Receivables, net 

Municipal liceme taxes 408,547 
Sales and use taxes 242,531 
Rents and construction pennits 19,639 

Due from: 

I Commonwealth Government 1,845,518 
Federal Government 153,839 

Restricted assets: 

I Cash and cash equivalents 9,958,027 
Cash with fiscal agents 7,160,556 

Deferred bond issuance costs 69,460 
Other assets (note E) 1,740,606 
Capital assets (note F): 

Land and construction in progress 12,479,813 

I 
Other capital assets, net 33,613t057 

Total capital assets, net 46,092,870 
Total assets s 74,427,350 

LIABILITIES 
Accounts payable and accrued liabilities 3,801,131 
Interest payable 416,280 
Due to: 
Commonwealth Government 33,525 

Deferred revenues: 
Municipal license taxes 2,328,033 
Federal grants 15,579 

Long tenn liabilities (note 0) : 
Due within one year 2,591,596 
Due in more than one year 18!158,512 

Total liabilities 27,344,655 

NET ASSETS 
Invested In capltaJ assets, net of related debt 32,772,809 
Restricted for: 
Capital projects 7,417,985 
Debt service 2,407,075 
Other specified purposes 2,849,782 

Unrestricted 12635,044 
Total net assets s 47,082,695 

The accompanying nates are an integral part of this statement. 
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Functions 
Governmental Activities: 

General government 
Public works and sanitation 
Public safety 
Culturc and recreation 
Health 
Housing. welfare and conununity dcvc:lopmcnt 
Education 
Interest on long term debt 

Total 

The accompanying notes are an integral part of this statement. 

- - - - - - - - -

$ 

MUNICIPALITY OF CABO llOJO 

STATEMENT OF ACTIVITIES 
FlSCAL \'EAR ENDED JUNE 30, 2007 

l'nl&!am Revenues 
Fees, Fines aad Operadng 

Cbargesfor Gnn11and 

Eil!;!UCS aervlces Contributions 

5,817,750 $ 4,015,219 s 196,983 
9,687,272 2,337,877 2,356,658 
2,024,720 193,312 
1,358,085 75,993 1,000 

818,307 
2,547,868 108,924 685,753 

184,586 203,640 
870,950 

Capital 

Grants and 

Contributions 

$ 227,382 
2,826,833 

143,799 

$ 2313091538 $ 615381013 s 31637~46 $ 311981014 

Cenenl revenues: 
Taxes: 

Property taxes 
Municipal license taxes 
Sales and use taxes 

Grants and conttibutions not restricted to specific provams 
Interest 
Net gain on disposition of capital assets 

Other 
Total general revenues 

Cbaage in net assets 
Net assets-beginning 
Net assets-ending 

18 

Net (E:1penses) 
Revenues and 

Change in Net Assets 

$ 

s 

(l,378,166) 
(2,165,904) 
(1,831,408) 
(l,281,092) 

(818,307) 
(l,609,392) 

19,054 
!870,950} 

(9,936,165) 

6,749,436 
2,558,698 
1,707,427 
6,741,018 

926.555 
SS,916 
96838 

18,835,888 

8,899,723 
38.182,972 
47,082.695 
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MUNICIPALITY Of" CAllO ROJO 

llALANCESBUT 
COVDtNMDl'l'AL FIJNDS 

JtJPIE JO, 2007 

~Fam 
C:-aalCy 

Co-'th Other Total 

Debi teplalhe C.V-1111 Govenmeltal 
cia..I Semcie ....... Fmda F-S. 

Aaet:ll 
Cash lllld o:asll cquivalallJ s 6,735,7(,0 s s s s s 6,735,760 
Receivables, eet: 
Municipal U-laXCI 4oa,.s47 4811"'47 
Salesandmemes 242,531 :Ul,$31 
Rcllll aad~ pamlb 14,l>OO 14,000 
Otl>cr S,639 S,639 

Duelivm: 
Coimnaaweolth Gowrmncnl (mole C) 291,311 4',422 1,415,131 94,'62 1,1'5,Sl6 
Fedcnl Go\'ClllDlml (noteC) 145,112 1,727 153,139 
OW:< l\mda (..- D) 1,904,121 1,904,121 

Rcslricted ISldl: 
Casb 11111 c:ah cquiva1cntl 20 1,181,269 1,n6,ns 9,9SS,027 
CUii widl fucU ... !zm143l 4,31711ll 711~$6 

Tobi- s 9,S?fffl s 145 132 s 2,111:15s s 9.596,420 s 6,1?2,719 s 21,428,536 

Ualollltleo aad land~ 

UUUlllel: 
Accomlts ~le aid occrucd liabililict s 766,491 s 133,761 s s 1,2$5,366 s 1,64S,498 s 3,801,130 
Mann:d debt and im....i f01ablc 2 13,500 213,$00 
Mllllnd bocids mid inlaat pay1ble 1,395,$82 l,l9S,512 
Daeto: 
CommDllWClllh Oowrumml "-'2' 33,.,2' 
Other l'mds 11,364 27,746 1,779,765 IS,216 1,904,121 

Dmmdrevames: 
Municipal liceme IUCS (tide J) 2,321,(133 2,328,033 
IDlag0¥alDCDll1~0- 291,311 133,>46 76,361 501,2U 
Fcdcnl granll 42,189 16,064 SS,9'3 
Otben 5639 5639 

TMal llalllJltla 3,6>;?37 111.021 114:13,321 31161.677 i.au.aoa 10.241,771 

Faad ~ (defidll): 
Reservedf'or. 

F.ocumbnaices 392,479 392,479 
Debtta\lice l,394,$27 1,394,527 
Copital ptoj-. 62,784 6,427,743 3,291,916 9,712,443 
Other spec:iSed parposa 2,959,716 (42,189) l .U2.06S 4,()Q,962 

UDRSCned ~~ 2,Sa,35" 

Tolll Jud bala.,... (fflldta) S,963,403 (42,119~ 1,394,$27 6,427 743 4.443~1 18.1~165 

Tolal liabilities ucl ftuld balaM9 (cldldts) s 9,s96,)40 s 145.132 s g817,1$S s 9,596,420 s 6,2'72,719 s 21,411,'36 

The accomplll)ing llOleS lie ID intqral put Of this ~ 
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mJNICIPALITY OF CABO ROJO 

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE 
TO NET ASSETS OF GOVERNMENTAL ACTMTIES 

JUNE JO. 2007 

Total guvemmental fund balances: 

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

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

Other assets used in governmental activities are not financial 
resources and therefore are not reported in the funds: 
Deferred bond issuance costs $ 69,460 
Other assets 117401606 

Other assets are not available to pay for current-period expenditures 
and therefore are deferred in the funds: 
Receivables: 
P.R Department ofTreasmy - Christmas bonus reimbursement 183.949 
CRIM - Property taxes (General Fund) 107.430 
Federal Grants - CDBG 42,889 
Commonwealth Legislative Resolutions 133,546 
Other grants and miscellaneous receivables 82486 

Interest liabilities are not due and payable in the current period and 
therefore, are not reported in the funds: 

Long tenn liabilities, including bonds payable. are not due and 
payable in the current period and therefore are not reported in 
the funds: 
General obligation bonds and notes 14.279,055 
Note payable to CRIM-LIMS 361.559 
Note payable to CRIM-financing of delinquent accounts 333.357 
Note payable to P.R. Department of Labor 63,502 
Note payable to ADS 26.899 
Note payable to solid waste landfill site contractor 1,016.282 
Note payable to ERS 148.978 
Obligation under capital leases 15.398 
Compensated absences 2.914.063 
Christmas bonus 367.898 
Payable to CRIM-excess of property tax advances 2,864 

Net auet~ uf guvemmental activities: 

The accompan)ing notes are an integral part of this statement 
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s 18,186,765 

46.092.870 

1.810.066 

550,300 

(27.452) 

(19.529.854) 

$ 47,082,695 
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MUNJCIPAUTY OFCABO ROJO 

STATEMENT OF ltEVEN1JES, EXPENDfl'UUS AND CHANGES IN FUND~ 
GOVERNMENTAL FUNDS 

FISCAL Y&Ul ENDED JUNE 30,200'7 

M.ierFamdt 
C-it, 
Dewtlopmeat CommOll'lrahll OtlMr Tollll 
llloctGrnt Debt 1.ePlalhe Goo~ Ccwcni-.tal 

G-u Pl--- Senlce lleealatlom , .... fada 
Revmaea: 
Taxes: 

Property l8XCI (DOie I) s 4,202,459 s s l,320,925 s s s 6,523,384 
Municipal liceaso taxa (m>le J) 2,558,698 2.,551,698 
Sales mid UIC laxCI (nolc K) 1,707,427 1,707,427 

lnteigovcmmcntal (nolc L): 
Commoawealtb govamna11 6,194,810 1,632,W 2.412,484 10,940,tn 
Fcdaal ID"C'JllDeal 1,345,596 1,024,390 2,369,986 

Foes, fiDcs ud cbarga for services 4,787,396 4,787,396 
lnlereat 227,735 8S,612 436,529 176,679 926,555 
Other 76882 76882 

Total Rneaaes 20,455,407 1,345,596 2.406,537 2,069,412 3,613,553 29,890,50:5 

Espmdltures: 
CUmmt: 

Geacnl govcrmncnl 5,434,871 227,312 27,746 986,000 816,013 7,492,012 
Public WO.U llllcl sanitation 7,057,311 494,413 52.645 743,278 8,347,654 
Public safety 1,724,499 214,549 1,939,048 
Culture and rec:ratioc 938,627 1,000 939,627 
Health 818,307 818,307 
Housing. welftn and community development 1,650,110 142,799 1,000 6SS,496 2.449,405 

Educalioo 16,278 162,632 178,910 
Capital outlays 290,460 523,891 2.637,284 2,334,207 5,785,842 
Dcbtacrvi= 

Principal 1,230,000 1,230,000 
lntcrat 33,246 750,289 783,535 
Boacl iauance COltl 7,436 7436 
Total apeadltures 17,9631716 1,3881485 !iOOl,035 316n.m 4,933,611 29!T11.n6 

Escaa (delldeDq) or-owrapeDdfmra 2,491,691 (42.889) 391,502 (l,608,Sl7) (1,320,051) (81,271) 

Other lbnuac:la& _,,..,.. <->: 
Proceeds from gcncnl obliplion bonds 1,n5,ooo 1,n5,ooo 
Proceeds ftom note payable- P.R. Employees Retirement SyJtern 161,801 161,801 
Payment of increase in retirement plan benefits under Special Laws (141,978) (148,971) 
Discount on note payable - P.R. Employees Retirement SyJtern (12.823) (12.823) 
Tnmsfasin 689,286 99,519 60,369 849,234 
Tnasfcrs out (IS9.9S02 !S?~ !436,494} !194,92!} ~9.Y!l 

TOlalolber tlnudac~ <-> 529,336 (S7,~ p36.91~ 1,640,442 1,771.!)97 

Net clump lit ftmd baJua 3,021,027 (42.889) 340,636 (1,945,432) 320,384 1.693,726 
Fud balaaces at lleclmthil of year 21942~76 •1°'31891 1~13p5 4,123~97 1614931039 

Fud balucee (deficit) at ead or year JH s !4~889} s 1~941s21 s 61427,743 s 41443,981 s 181186,765 

The accompell)ing notes are m inlesral pan of this 9talcmcat. 
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\filNICIPALITY OF CABO ROJO 

REC'ONCILIA 110N OF STATEMENT OF RJ!VENtlES. EXPENDmJRES AND CHANGES IN 

FUND BALANCES OF GOVERNMENTAL FVNDS TO mEST.4TEMENT OF ACTIVJ'I1~ 
FISCAL YEAR END ID JUNE JO, 2006 

Net maa~ In fund balanrn-tolal 11cnrm111t1lill flllHb: 

. .\mounta n:pon.:d for gowmmi:ntal aclivitic8 in the SWcmo:nl of activilii:e 
an: difti::n:nl bcu1111:: 

GCM:nlOlmtal IUndl n:poiU capital a....c. outla)'B 11 o:xpcruljlun:s. 

H~cr. in lhi: Statement of AclivitiC11.. thi: eOlt of lhotc uscu u 
allocated owr their t:ttirnati:d -lill IM:t and n:portcd as dcpn:i:iation 
""!'"""": 

Expi:nditun:s fur capital a8ICU s '· 71".1142 
L1:U: cumnt yiiar d~iation (2,J05,620! 

Govi:mmi:atal IUnds onlr rqiort thi: proci:i:ds r=:M:d in the disposal of 
usc:ta In this Statcmi:nt of AclivitiCll.. a gain or 1- ii n:portcd for i:ach 
dil)IOUL Thua, lbc change in 11i:t UIClll ditti:n from lht: change in l\lnd 
balaaCIS by th" cott ofth.s di"flOICd -.its: 

Rc:vi:n11 .. in the Stalcllll:nt of AciMti .. lhat do not provide c:um:nt 
tinancial n:80dl'CCI ano not reported aa nownu.a in the funda: 
P.R. Dl:parlmcnt ofTn:811Ul'J • Ovistmu boam n:imbma:mmt (wm:nt) 1113,949 
'.'.'RIM • Property Wll:8 (Gcncral Fund) 107,430 
Federal Clranta ·COBO 42,11119 
C'omm~llh U:sielatiw ReeolutiOM l.H,S46 
otfu:r grant. and miscollaru:oua n:ccivablce lfl.4116 
Doaatcd capital audJ 2.0001071 

RIM:ll1IC8 n:poru:d in ti1111k which arc 110l n:ported .u nM:a1C1 in thi: 
Statmimt of Activitii:a: 

P.R. o.,partmcnt on.-,·· Chriatmu boaua ~t (prior>"'*) (ISS,002) 
Grant • P.R. Dl:partmi:nl of Education (16.300) 
Federal Granle ·Child Can: (35!045! 

Proa:cd8 Jiom acncral obliaation boadJ is an odn:r financina souri.:e in lhc 
gcM:1111Dc:ntal funds, but inc:n:uc long-tcm liabilities in Ilic Stalt:lnml of 
Net ABal:U: 

Proceeds tiom the fillancing of other long term debt ii an odb:r tinaru:ing 
eoan:c itt the: gavmuncntal fimda. but ittcn:uc long-tam li.abilitio:e itt the: 
St.atcmtont ofN..t Aud.I: 

Expcnditun:11 n:pmti;d in tiino!A which an; not RJ>Ollcd "" ""1""'8"" in the 
Stalt:mt:nl of Activitioa: 

Otha&NCta 1,740,606 
Matun:d bonds and nott:s priru:ipl p1p11enta (net change) 3111,379 

Ri:paymc:nl of Jong term debt is an api:ndillln: in the governmental 
fimda. butn:dw:al lcq-lt:rm liabilitio:e in the Stat.mc:nt ofNiot 
,\...,u: 

Gcnc:ral obligation bonds and notes 1.091.¥75 
Otha long lt:rm liabilitita l,139.491 

Gwcmmcntal fun de n:port the dfi:ot of boad ill8WlnCG l:1l8U u i:xpc:nditun: 
when debt is lint i111111cd, whcn:aa thcsc a1110lllU an: dcli:m:d 111d amortized 
in the ~tati:mc:nt of Attivitice. Thit al1Kllll11 is the net cOi:cl of th-
dilfm:nc"": 

Bond illllWICC • ...u 7.436 
. .\mndi7ation ofbcmd iNUanuc c08lll p,214! 

Some i:xpCRILCll reported in the Statement of Activilii:e do not n:quin: thti 
use ot"cum:nl linanuial n:aource11 and lhctdbn: an: not n:porlt:d as 
""pcndil\rc:a in U., govi:nimcatal l\an.U.: 

Compaualt:cl abrcnce11 (427.935) 
Christmas bonUA (367.¥911) 
Accrued inlt:n:tll Cni:t change) 6,137 
Other mi~o:cll.tnGOIM ""fl"D"CI' !Sl,2612 

Chqt In nrl -•II of ll"'•rnmrnllll actlYIUn: 

The accompanying nolt:t. an: an inlt:gJal part of lhitl dall:mi:ft. 
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3,4110.222 

(143.8117) 

2,.550,371 

(206.347) 

(l,77S,00il) 

(1411.971!) 

2,t>Slf.9115 

2.231.366 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A· SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Municipality of Cabo Rojo was founded in 1771. The Municipality is governed by the executive 
and the legislative branch elected for a four year tenn during the general elections in Puerto Rico. 
The Mayor is the executive officer and the legislative branch consists of fourteen (14) members of the 
Municipal Legislature. The Municipality engages in a comprehensive range of services to the 
community such as: general government administration, public works, health, environmental control, 
education, public security, welfare, housing, community development and culture and recreation 
activities. 

The financial statements of the Municipality have been prepared in accordance with accounting 
principles generally accepted in the United States as applied to governmental units. The 
Governmental Accounting Standards Board (GASB) is the standard.setting body for governmental 
accounting and financial reporting. The GASB periodically updates its existing Governmental 
Accounting and Financial Reporting Standards, which, along with subsequent GASB pronouncements 
(Statements and Interpretations), constitutes GAAP for governmental units. 

1. Financial reporting ~ntNy 

The financial reporting entity included in this report consists of the financial statements of the 
Municipality of Cabo Rojo (primary government). To fairly present the financial position and the 
results of operations of the financial reporting entity, management must determine whether its 
reporting entity consists of only the legal entity known as the primary government or one or more 
organizations called component units. The inclusion of a potential component unit in the primary 
government's reporting entity depends on whether the primary government is financially accountable 
for the potential component unit or on whether the nature and significance of the relationship with the 
primary government is such that exclusion would cause the reporting entity's financial statements to 
be misleading or incomplete. There are two methods of presentation of the component unit In the 
financial statements: (a) blending the financial data of the component units' balances and transactions 
in a manner similar to the presentation of the Municipality's balances and (b) discrete presentation of 
the component unit's financial data in columns separate from the Municipality's balances and 
transactions. 

The basic criteria for deciding financial accountability are any one of the following: 

a. Fiscal dependency of the potential component unit on the primary government, or 
b. The primary government appoints a voting majority of the potential component unit's governing 

body and, 

l) The primary government can impose its will on the potential component unit and/or, 

2) A financial benefit/ burden exist between the primary government and the potential component 
unil 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

In addition, a legally separate, tax-exempt organiz.ation should be discretely presented as a component 
unit of a reporting entity if all of the following criteria are met: 

a. The economic resources received or held by the separate organization are entirely or almost 
entirely for the direct benefit of the primary government, its component units, or its constituents. 

b. The primary government, or its component units, is entitled to, or has the ability to otherwise 
access, a majority of the economic resources received or held by the separate organimtion. 

c. The economic resources received or held by an individual organization that the specific primary 
government, or its component units, is entitled to, or has the ability to otherwise access, are 
significant to the primary govemmenl 

Other organimtions should be evaluated as potential component units if they are closely related to, or 
financially integrated with, the primary government. Professional judgment is applied in determining 
whether the relationship between a primary government and other organiz.ations for which the 
primary government is not accountable and that do not meet these criteria is such that exclusion of the 
organimtion would render the financial statements of the reporting entity misleading or incomplete. 

Based on the above criteria there are no potential component units which should be included as part 
of the financial statements. 

2. Basis of praenJatlon, measurement focus and basis of accounting 

The financial report of the Municipality consists ofa Management Discussion and Analysis (MD&A), 
basic financial statements, notes to the financial statements and required supplementary information 
other than the MD&A. Following is a summary presentation of each, including the measurement 
focus and basis of accounting Measurement focus is a term used to describe which transactions are 
recorded within the various financial statements. Basis of accounting refers to when transactions are 
recorded regardless of the measurement focus: 

Management Discupion and Analysis 

This consists of a narrative introduction and analytical overview of the Municipality's financial 
activities. This analysis is similar to analysis the private sector provides in their annual reports. 

Basic finapcial statements 

Basic financial statements include both government-wide and fund financial statements. Both levels 
of statements categorize primary activities as governmental type, which are primarily supported by 
taxes and intergovernmental revenues. 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Government-wide statements 

The government-wide statements consist of a Statement of Net Assets and a Statement of 
Activities. These statements are prepared using the economic resources measurement focus, 
which concentrates on an entity or fund's net assets. All transactions end events that affect the 
total economic resources (net assets) dwing the period are reported. The statements arc reported 
on the accrual basis of accounting. Revenues are recognized in the period earned and expenses 
recognized in the period in which the associated liability is incurred. Fiduciary activities, if any, 
whose resources are not available to finance government programs, are excluded from the 
government-wide statements. The effect of inter-fund activities is eliminated. 

The Statement of Net Assets incorporates all capital (long lived) assets and receivables as well as 
long tenn debt and obligations. The Statement of Activities reports revenues and expenses in a 
format that focus on the net cost of each function of the Municipality. Both the gross and net 
cost of the function, which is otherwise being supported by the general government revenues, is 
compared to the revenues generated directly by the function. This Statement reduces gross 
expenses, including depreciation, by related program revenues, operating and capital grants, and 
contributions. Program revenues must be directly associated with the function. 

The types of transactions included as program revenues are: charges for services, fees, licenses 
and permits; operating grants which include operating-specific and discretionary (either operating 
or capital) grants; and capital grants which are capital-specific grants. Internally dedicated 
resources are reported as general revenues rather than as program revenues. Likewise, general 
revenues include all taxes. Property taxes (imposed nonexchaoge transactions) are recognized as 
revenues in the year for which they are levied and municipal license taxes and sales and use taxes 
(derived tax revenues) when the underlying exchange has occurred. Revenues on both operating 
and capital grants are recognized when all eligibility requirements (which include time 
requirements) imposed by the provider have been met For certain expenditure-driven grants 
revenue is recognized after allowable expenditures are incurred. As a policy, indirect expenses in 
the Statement of Activities are not allocated. The Municipality first uses restricted assets for 
expenses incurred for which both restricted and unrestricted assets are available. 

The Municipality reports deferred revenues in the government-wide statements. Deferred 
revenues arise when resources are received before the Municipality has a legal claim to them or 
before applicable eligibility requirements are met (in case of certain federal expenditure-driven 
grants if resources are received before allowable expenditures are incurred). In subsequent 
periods, when the Municipality has a legal claim to the resources. the liability for deferred 
revenues is removed and the revenue is recognized. 

Private·sector standards of accounting and financial reporting issued prior to December l, 1989 
generally are followed in the government·wide financial statements to the extent that those 
standards do not conflict with or contradict guidance of the Governmental Accounting Standards 
Board. The Municipality has elected not to follow subsequent statements and interpretations 
issued by the FASS after November 30, 1989. 
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MUNICIPAUTY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Fund Statements 

The financial transactions of the Municipality are recorded in individual ftmds, each of which are 
considered an independent fiscal entity. Each fund is accounted for by providing a separate set of 
self balancing accounts that comprise its assets, liabilities, reserves, fund equity, revenues and 
expenditures. Funds are segregated according to their intended purpose which helps management 
in demonstrating compliance with legal. financial and contractual provisions. Governmental 
Funds are those through which most govenunental ftmctions of the Municipality are financed. 
The governmental fund statements include a Balance Sheet and a Statement of Revenues, 
Expenditures and Changes in Fund Balances with one column for the general fund, one for each 
major fund and one column combining all non-major governmental funds. Major funds are 
determined based on a minimum criterion, that is, a percentage of the assets, liabilities, revenues 
or expenditures (for Commonwealth Legislature Resolutions Fund and Debt Service Fund) or 
based on the Municipality's official's criteria, if the fund is particularly important to financial 
statement users (for Community Development Block Grant Program Fund). The Municipality 
reports the following major governmental funds: 

General Fund: The General Fund is the general operations fund of the Municipality. It is used 
to accoWlt for all financial resources except those required to be accounted in another fund. 

Community Development Block Grant Program Fund CCDBG>: CDBG fund is used to 
account for revenues sources for the development of viable urblU1 communities by providing 
decent housing, a suitable living environment and expanding economic opportunities, 
principally for persons of low and moderate income. 

Debt Seryiee Fund: Debt Service Fund is used to account for the accumulation of resources 
for, and the payment of, general long-term debt principal and interest. 

Commonwealth Lalslatlye Resolgtions Fugd: Commonwealth Legislative Resolutions fund 
is used to account for revenue sources to be used for the construction and improvement of 
capital facilities and for welfare purposes. 

Governmental funds are accounted for using the current financial resources measurement focus 
and the modified accrual basis of accounting. Under this method of accounting, revenues are 
recognized when they are susceptible to accrual (i.e. both measurable and available). Revenues 
are considered to be available when they are collectible within the current period or soon enough 
thereafter to pay liabilities of the current period. For this purpose, the Municipality considers 
revenues to be available if they are collected within 60 days of the end of the current fiscal 
period. 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Revenues susceptible to accrual include property taxes, recognized as revenues in the year for 
which they are levied; municipal license taxes and sales and use taxes, recognized when the 
underlying exchange has occurred and time requirements are met, and interest In applying the 
susceptible to accrual concept to intergovernmental revenues, revenues are recognll:ed when all 
eligibility requirements (including time requirements) imposed by the provider have been met 
and revenue becomes available. There are, however, essentially two types of these revenues. In 
the first case, on expenditure-driven grants, monies must be expended on the specific project or 
purpose (eligibility requirement). before any amounts are paid to the Municipality. Revenue is, 
therefore, recognized as expenditures are incurred to the extent available. In the other cases, 
monies are virtually unrestricted and are generalJy revocable only for failure to comply with 
prescribed compliance requirements. In these cases revenues are recogni7.ed at the time of receipt 
or earlier if the susceptible to accrual criteria is met Licenses and permits, charges for services, 
rent, fines and miscellaneous revenues are generally recorded as revenues when received or are 
recognized earlier if the suscepttole to accrual criteria is met .. 

The Municipality reports deferred revenues in the governmental funds statements which arise 
when potential revenue does not meet both measurable and available criteria for recognition in 
the current period (in the government-wide statements revenue is recognized as soon as it is 
earned regardless of its availability). Deferred revenues also arise when resources are received 
before the Municipality has a legal claim to them or before applicable eligibility requirements are 
mel (In case of certain federal expenditure-driven grants if resources are received before 
alJowable expenditures are incurred). In subsequent periods, when the revenue recognition 
criteria is met, or when the Municipality has a legal claim to the resources, the liability for 
deferred revenues is removed from the combined balance sheet and the revenue is recognized. 

ExpendJtures are generally recogniud when the related liability Is Incurred. Certain exceptions to 
this fundamental concept include the following: l) payments of principal and interest on general 
long term debt, which are recorded as expenditures when due, except for principal and interest 
due on July 1 (in this case amounts are recorded as liabilities and expenditures on June 30 since 
amounts have been accumulated or transferred to the debt service fund before July 1 payments 
are made) 2) vested compensated absences, claims and judgments and special termination 
benefits which are recorded as expenditures only to the extent that they are expected to be 
liquidated with expendable financial resources (in the government-wide statements the expense 
and related accrual liability for long term portions of debt must be included). 

Since the governmental fund statements are presented on a different measurement focus and basis 
of accounting than the government-wide statements, reconciliation is necessary to explain the 
adjustments needed to transform the fund financial statements into the government-wide 
statements. This reconciliation is part of the financial statements. 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Notes to Financial Statements 

The notes to financial statements provide information that is essential to a user's understanding of 
the basic financial statements. 

Reauirecl Supplementary Information: 

Required supplementary information consists of the Budgetary Comparison Schedule - General 
Fund as required by GASB. 

3. Cash, cash equlvalena (unrestricted and restricted) and restricted cash with fiscal agena 

Cash and cash equivalents consists of cash on hand, demand deposits and short term investments with 
original maturities of three months or less from the date of acquisition. The Municipality follows the 
practice of pooling cash of all funds except for certain Commonwealth's grants, restricted funds 
generally held by outside custodians and federal grants. Available pooled cash balance beyond 
immediate needs is invested in certificates of deposits. Cash and cash equivalents related to 
Commonwealth and Federal grants are restricted since their use is limited by applicable agreements or 
required by law. 

Restricted cash with fiscal agent in the debt service fund consists of the undisbursed balance of 
property tax collections retained by the Commonwealth of Puerto Rico which are restricted for the 
repayment of the Municipality's general and special obligation bonds and notes as established by law. 
Restricted cash with fiscal agent of other governmental funds represent the Wldisbursed proceeds of 
certain bonds, loans or grants which are maintained in a cash custodian account by the Governmental 
Development Bank of Puerto Rico (GDB) or a federal government agency. 

4. Receivables and due from govemmental entitles 

Receivables are stated net of estimated allowances for uncollectible accotmts, which are determined 
upon past collection experience and current economic conditions. 

Amounts due from federal government represent amounts owed to the Municipality for the 
reimbursement of expenditures incurred pursuant to federally funded programs. Amounts reported in 
the debt service fund represent property tax revenue of current fiscal year collected by the CRJM on 
the first month (July) of subsequent fiscal year. 

S. lntetfund receivables and payables 

Activity between funds that are representative of lending/borrowing arrangements outstanding at the 
end of the fiscal year are referred to as either "due from/to other funds" (i.e., the current portion of 
interfund loans) or "advances to/from other funds" (i.e., the non-current portion of interfund loans). 
All other outstanding balances between funds are reported as "due from/to other funds". 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

6. Inventories 

The Municipality purchases gasoline, oil and other expendable supplies held for consumption. The 
cost of those purchases is recorded as expenditure when incurred in the appropriate fund butthe year­
end inventory is not recorded in the Statement of Net Assets, as management believes is not 
significant 

7. Capital assets 

Capital assets, which include property, plant, equipment., and infrastructure, (e.g., roads, bridges, 
sidewalks, and similar items) are reported in the governmental activities column in the Statement of 
Net Assets. Capital assets are capitalized at historical cost or estimated historical cost if historical cost 
is not available. Donated assets are recorded as capital assets at their estimated fair market value at 
the date of donation. The municipality maintains a threshold level of $1,000 or more for capitalizing 
vehicles, machinery and equipment. lnftastructure assets are capitalized based on a percentage of the 
estimated useful life. The costs of normal maintenance and repairs that do not add to the value of the 
asset or materially extend assets lives are not capitalized. Major outlays for capital assets and 
improvements are capitalized as projects are constructed. 

All capital assets, other than land, are depreciated using the straight-line method over the following 
useful lives: 

Description 

Land improvements 
Buildings and building improvements 
Infrastructure 
Vehicles, machinery and equipment 

XeI! 

20 
20-50 
20-40 
S-15 

In accordance with current accounting standards capital assets are reviewed for impairment. 
Impairment occurs when there is a significant decline in asset service utility due to the occurrence of 
a prominent event or change in circumstances affecting the asset. Current standards provide guidance 
for accounting and reporting for impairment and for insurance recoveries. 

8. Long-tenn obligations 

Long-term debt and other long-term obligations, which are reported as liabilities in the governmental 
activities column in the Statement of Net Assets, consists of general and special obligation bonds, 
liabilities for compensated absences, claims and judgments, and long-term liabilities to other 
governmental entities. 
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NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

9. Defe"ed bond Issuance costs 

Bond issuance costs are reported as deferred charges and amortiud as required by current standards. 
Governmental fund types recognize bond issuance costs as expenditures during the current period. 
Those issuance costs, whether or not withheld from the actual debt proceeds received, are reported as 
expenditures in the appropriate fund. 

10. Compensated absences 

The Municipality's employees accumulate vacation, sick leave and compensatory time based on 
continuous service. Compensated absences are recorded as a liability if (1 )are earned on the basis of 
services already performed by employees, (2) it is probable that will be paid (in the form of paid time 
off; cash payments at termination or retirement, or some other means) and (3) are not contingent on a 
specific event (such as illness). 

The compensated absences are accumulated on the basis of 2~ days per month of vacation and 1 ~ 
days per month of sick pay and compensatory time up to a maximum of 60 days of vacations and 90 
days of sick leave. Upon separation from employment the accumulated vacations are liquidated up to 
the maximum number of days. Accumulated sick leave, which is accrued based on aJJ vesting 
amounts for which payment is probable, is liquidated to employees with JO years or more service up 
to the maximum number of days. 

The accrual of compensated absences includes estimated payments that are related to payroll. The 
entire compensated absence liability is reported on the government-wide financial statements. For 
governmental fund financial statements, the current portion of unpaid compensated absences is the 
amount that is normally expected to be paid using expendable available financial resources. The non­
current portion of the liability is not reported. 

Pursuant to Law No. 152 of August 20, J 996 effective July I, 1997, the Municipality is required to 
pay any excess of vacations and sick leave accumulated over 90 days as of December 31 of each year. 
Payments should be made on or before March 31 of the following year. 

11. Fund balancn and Net Asam 

a. Fund balances: 

In the fund financial statements, governmental funds report reserved and unreserved fund balances. 
Reservations of fund balance represent portions of the fund balance that are legally segregated for a 
specific future use or are not appropriated for expenditure. The Municipality has the following 
reservations of fund balance: 

Encumbrances: 

Debt Service: 

Represent future expenditures under purchase orders and other 
commitments, which generally will become liabilities in future periods as 
the goods or services are received. 

Represents net assets available to finance future debt service payments. 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Capital Projects: Represent amounts to be used for future expenditures for capital projects 
under contracts and other commitments. These commitments generally 
will become liabilities in future periods as the projects are completed. 

Other specified purposes: Represent amounts to be used for future expenditures of Federal and 
Commonwealth's grants as well as funds reserved through enabling 
legislation passed by the government itself, to be used to finance activities 
other than construction or capital improvement commitments 

b. Net assets 

In the government-wide statements net assets are segregated into three categories: 

Invested in capital assets, Consists of capital asset balances net of accumulated depreciation and 
net of related debt: outstanding balances of any bonds, notes and other borrowings that are 

attributable to the acquisition, construction, or improvement of those 
assets. This category should not include cash that is restricted to capital 
asset acquisition or construction {unspent bond proceeds) and any 
wiamortized debt issue costs. 

Restricted net assets: 

Unrestricted net assets: 

12. lnterfund transactions 

Represents net assets that are subject to restrictions beyond the 
Municipality's control. These include restrictions that are externally 
imposed {by creditors, grantors, contributors, or laws and regulations 
of other governments) or restrictions imposed by the law through 
constitutional provisions or enabling legislation {including enabling 
legislation passed by the government itself). 

Represent net assets that do not meet the definition of net assets 
Invested in capital assets, net of related debt or restricted. Unrestricted 
assets are often designated to indicate that management does not 
consider them to be available for general operations. These types of 
constraints are internal and management can remove or modify them. 
Designations are not reported on the face of the statement of net assets. 

The Municipality reports certain transactions as transfers, which are legally required transfers that are 
reported when incurred as ••Transfers-in" by the recipient fund and as "Transfers-out" by the 
disbursing fund. 

13. Risk.financing 

The Puerto Rico Treasury Department {PRDT) acts as an agent, obtaining and determining the 
coverage for the municipalities of Puerto Rico. The coverage for the Municipality consists of 
professional, public responsibility, property and theft, auto and fidelity bond coverage. 
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NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE A· SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

14. Use of estimates 

The preparation of the basic financial statements in accordance with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions 
that affect the reported amounts of iwets and liabilities and disclosure of contingent usets and 
liabilities at the date of the basic financial statements and the reported amounts of revenues and 
expenditures during the reporting period. Actual results could differ from those estimates. 

15. Future adoption of accounting pronouncementJ 

The GASB has issued the following statements, which the Municipality has not yet adopted: 

43 

45 

48 

49 

so 

51 

Statement 

Financial Reporting for Post employment Benefits Plans 
Other Than Pension Plans 

Accounting and Financial Reporting by Employers for Post 
employment Benefits Other Than Pensions 

Sales and Pledges of Receivables and Future Revenues and 
Intra-entity Transfers of Assets and Future Revenues 

Accounting and Financial Reporting for Pollution 
Remediation Obligations 

Pension Disclosures - an amendment of GASB Statements 
No. 25 and No. 27 

Accounting and Financial Reporting for Intangible Assets 

To be Adopted In 
Fiscal year ended, 

June 30, 2008 

June 30, 2009 

June 30, 2008 

June 30, 2009 

June 30, 2008 

June 30, 2010 

The impact of these statements in the Municipality's basic financial statements has not yet been 
detennined. 

NOTE B-CUSTODIAL CREDIT RISK - DEPOSITS 

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may not 
be returned to it. The Municipality maintains cash deposits in commercial and governmental banks 
located in Puerto Rico. 

Under Commonwealth of Puerto Rico statutes, public funds deposited in commercial banks must be 
fully collateralized for the amount deposited in excess of federal deposit insurance. All securities 
pledged as collateral by the Municipality are held by the Secretary of Treasury of Puerto Rico in the 
Municipality's name. At year end the Municipality's bank balance in commercial banks amounts to 
$17,239,264. 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE B -CUSTODIAL CREDIT RISK- DEPOSITS· Continued 

Deposits in governmental banks (all of which are uninsured and uncollateralized), are exposed to 
custodial credit risk. At year cod the Municipality's bank balance in governmental banks anounts to 
$7,160,562. 

NOTE C - DUE FROM (TO) GOVERNMENTAL ENTITIES 

1. Amounts due from governmental entities as of June 30, 2007 follows: 

Commonwealth 
Govemment 

Federal 
Govenment 

Mtmicipal Revenue Collection Center (CRIM) -
property taxes (general fund) 

Puerto Rico Department of Treasury -
Christmas bonus reimbursement 

Municipal Revenue Collection Center (CRIM) -
property taxes (debt service fund) 

Commonwealth Legislative Resolutions 
Puerto Rico Department of Education 
Public Order Code 
US Department of Housing and Urban 

Development • CDBG 
Office of Commissioner of Municipal Affairs -

CDBG 
Others 

$ 

107,431 

183,950 

44,422 
1,415,153 

56,000 
38,562 

1,845,518 

141,963 

3,149 
8,727 

153,839 

The amounts due from CRIM ($107,431), Puerto Rico Department of Treasury - Christmas bonus 
($183,950), Commonwealth Legislative Resolutions ($1,415,153), &om Puerto Rico Department of 
Education ($56,000) and US Department of Housing and Urban Development - CDBG ($141,963) 
are recorded as deferred revenue in the governmental funds statements since they are not available as 
required by current standards. 

2. Amounts due to governmental entities as of June 30, 2007 follows: 

Puerto Rico Aqueduct and Sewer Authority (PRASA) 
Puerto Rico General Services Administration 
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Commonwealth 
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$ 32,555 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTED- INTERFUND TRANSACTIONS 

1. Due ftomlto other funds: 

Amounts due from/to other funds represent temporary advances to other funds by the general fund for 
payroll and payroll tax.es expenditures, as follows: 

Receivable Fund 

General Fund 
General Fund 
General Fund 

General Fund 

General Fund 
General Fund 

General Fund 

Total: 

2. Operating transfers: 

Payable Fund 

Major fund-CDBG 
Major fund-debt Service 

Major fund- Commonwealth 
Legislative R~olutions 

Other governmental funds-Public Order 
Code 

Other governmental funds-Child Care 
Other governmental funds-Universal 

Hiring Program 

Other governmental funds-section 8 

$ 

$ 

Amount 

I 1,364 
27,746 

1,779,765 

38,562 
36,941 

8,242 

1,500 

1,904,120 

Transfers between individual funds were made for operational purposes. Transfers include: interest 
earned on restricted cash with fiscal agents in the debt service fund, on restricted cash in the 
Commonwealth legislative resolutions fund and on operating and capital improvement loans in other 
governmental funds which is transferred to the general fund; and principal and interc5t payments of 
general long term debt transferred from the general fund to the debt service fund. 

NOTE E- OTHER ASSETS 

Other assets include a $986,000 deposit in a Commonwealth's eourt of justice for the acquisition of a 
parcel of land and $754,606 of equipment acquired for the new City Hall through an $850,000 general 
obligation bond not in use as of June 30, 2007. 

34 



I 

I 

I 
I 

I 

MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE F- CAPITAL ASSETS 

Capital assets and depreciation activity as of and for the year ended June 30, 2007 is as follows: 

BaJaacc Bala nee 
Jn!! 11 2006 Increases Decreases Jim3012007 

Gompmqtal tttMdcs; 

Capital uselB, not being depreciated: 
Land s 3,276,094 s s 1,378 $ 3,267,716 
Construction in progress 51948,523 5!929,919 ;666.345 9~12!097 

Total capital -ts not beios 
depreciated: 9,224,617 5,929,919 2,674,723 12,479,813 

Capital 85SCIS, being depreciated: 
Land lmprovemellls 2.S81J32 2,581,332 
Buildings 111d building 

improvements 19,461,486 2,031,669 21,493,lSS 
lnftastructure 17,040,250 1,413,937 261,177 11,193,010 
Vehicles, machinery and equipment 6J341411 1,0761733 421J:63 619821581 

Total capital assets being depreciated 45,417,479 4,522,339 689,740 49,250,078 

Less 8CQUlllalakd dcprec:ialion for. 
Land improvements 34..382 661,601 69S.913 
Buildings and building 

improvements 4,689,728 504,296 S,194,024 
lnfusstnu;tun: S,243,160 798,443 167,530 5,874,073 
Vehicles. machinery and equipment 3,91&J63 341,280 386 702 3,8n,941 

Total accumulated depreciation 13,885,633 2,305,620 554,232 IS,637,021 

Total capital assets being dcpRCialcd, 
net 31J31,846 2Jl6,719 {135~08} 33,613,057 

Governmental activities capital 
asscb, net $ 40,756,463 $ 8,146!639 $ 2,810,231 s 46,092.870 

Depreciation expense was charged to functions/programs of the Municipality as follows: 

Goyeromental activities: 

General government 
Public works and sanitation 
Public safety 
Culture and recreation 
Welfare and community development 
Education 

Total depreciation expense, governmental activities 
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$ 49,074 
1,648,277 

85,672 
418,458 

98,463 
5,676 

$ 2,305,620 



I MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE G - LONG TERM DEBT 

1. Sumnrary of long- tenn debt t1ctWlty 

The following summariz.es activity in long-term debt for the fiscal year ended June 30, 2007: 

Balaaceat Balaaceat Duewltbln 
J•~ 112096 Increases Deereues Jane 301 2807 onel'.ear 

General, Special 
Obligations Bonds 
and Notes $ 14,635,930 $ l,775,000 s l.091.875 s 15,319,055 $ 1,230,000 

Note payable to CRIM-
UMS 429,753 61,194 361,559 72,312 

Note payable to CRIM -
Financing of 

I delinquent accounts 451,979 118,622 333,357 13,334 

Note payable to P.R. 
Department of Labor 89,087 25,585 63,5()2 28,676 

Note payable to P.R. 
Solid Waste 
Authority 33,121 6,222 26,899 6,546 

Note payable to solid 
waste landfill 
contractor 1,322,058 125,522 1,196,536 501,961 

I Note payable to ERS 148,978 148,978 50,133 

Obligation under capital 
leases 26,039 10,642 15,397 9.233 

Compensated absences 2,834,513 427,935 348,385 2,914,063 308,039 

Christmas bonm 310,004 367,898 310,004 367,898 367,898 

Claims and judgments 18,000 18,000 

Payable to CRIM-
excess of property 
tax advances over 
actual collections 108Jl5 2864 IOll,31S 2 &64 2164 

s 20.2S§&799 $ ~7~675 s ~1~66 s 20.1501108 $ 2~91~96 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE G - LONG TERM DEBT - Continued 

2. General and special obligation bonds and notes 

The Municipality's outstanding general and special obligation bonds and notes at June 30, 2007 
amount to $15,319,055. All these bonds are serviced by the Governmental Development Bank of 
Puerto Rico (GDB) maturing at various dates. AB required by law, the Commonwealth Government 
is obligated to levy and collect property taxes for payment of principal and interest on bonds and 
notes. A debt service fund has been established for the bonds and notes at GDB with the proceeds of 
those property taxes, whereby sufficient funds must be set aside in order to cover the projected debt 
service requirement, before any new bonds are issued. Principal and interest payments of long term 
debt issued for operational purposes are made through withholdings from the advances of property tax 
and amounts of municipal equalization fund send to the Municipality by the Municipal Revenue 
Collection Center (CRIM). 

A detail of the general and special obligation bonds and notes as of June 30, 2007 follows: 

1984 general obligation bonds of $293,000 due in annual 
installments ranging from $7,000 to $21,000 through January l, 
2008; bearing interest at 5% 

1985 public improvement bonds of $300,000 due in annual 
installments ranging from $4,000 to $22,000 through January 1, 
2011; bearing interest at 6.125% 

1992 public improvement bonds of $880,000 due in annual 
installments ranging from $20,000 to $61,000 through January 
1, 2016; bearing interest at 5% 

1993 public improvement bonds of $454,000 due in annual 
installments ranging from $10,000 to $32,000 through January 
l, 2017; bearing interest at 5% 

1995 public improvement bonds of $1,145,000 due in annual 
installments ranging from $55,000 to $135,000 through July 1, 
2008; bearing interest at rates from 4.700/o to 6.875% (6.05% at 
June 30, 2007) 

1996 public improvement bonds of $105,000 due in annual 
installments ranging from $5,000 to $10,000 through July 1, 
2010; bearing interest at rates ranging from 4.700/o to 6.63% 
(6.05% at June 30, 2007) 
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1997 public improvement bonds of $165,000 due in annual 
installments ranging from $15,000 to $15,000 through July 1, 
2016; bearing interest at rates ranging from 4.70% to 6.58% 
(6.05% at June 30, 2007) 

1997 general obligation notes of $1,735,000 due in annual 
installments ranging from $40,000 to $165,000 through July I, 
2016; bearing interest at rates ranging from 4.70% to 6.58% 
(6.05% at June 30, 2007) 

1994 public improvement bonds of $300,000 due in annual 
installments ranging from $21,000 to $34,000 through January 
I, 2009; bearing interest at 4.875% 

1999 general obligation bonds of $830,000 due in annual 
installments ranging from $10,000 to $70,000 through July I, 
2023; bearing interest at rates ranging from 4.865% to 6.56% 
(5.62% at June 30, 2007) 

1999 general obligation bonds of $1,310,000 due in annual 
installments ranging from $50,000 to $140,000 through July I, 
2013; bearing interest rates ranging from 4.865% to 6.11% 
(5.62% at June 30, 2007) 

2000 general obligation bonds of $2,040,000 due in annual 
installments ranging from $80,000 to $215,000 through July I, 
2014; bearing interest rates ranging from 2.70% to 7.81% 
(3.54% at June 30, 2007) 

1995 general obligation bonds of $500,000 due in annual 
installments ranging from $40,000 to $61,000 through January 
I, 20 IO; bearing interest at 4.875% 

2003 general obligation bonds of $4,425,000 due in annual 
installments ranging from $15,000 to $345,000 through July I, 
2026; bearing interest rates ranging from 2.70% to 5.600/o 
(3.54% at June 30, 2007) 

2004 general obligation bonds of $305,000 due in annual 
installments ranging from $35,000 to $50,000 through July I, 
2010; bearing interest rates ranging from 5.00% to 6.00% 
(4.17% at June 30, 2007) 
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2004 general obligation bonds of $505,000 due in annual 
installments ranging from $10,000 to $40,000 through July 1, 
2028; bearing interest rates ranging from 2.36% to 5.00o/o 
(4.17% at June 30, 2007) 

2004 general obligation bonds of $545,000 due in annual 
installments ranging from $10,000 to $35,000 through July 1, 
2028; bearing interest rates ranging from 2.36% to 5.00% 
(4.17% atJune 30, 2007) 

2004 genera) obligation bonds of $1,000,000 due in annual 
installments ranging from $20.000 to $75,000 through July l, 
2028; bearing interest rates ranging from 5.00% to 6.00% 

475,000 

510,000 

(4.17% at June 30, 2007) 940,000 

2004 general obligation bonds of $505,000 due in annual 
installments ranging from $40,000 to $65,000 through July 1, 
2014; bearing interest rates ranging from 3.28% to 5.()0% 
(4.17% at June 30, 2007) 425,000 

2006 general obligation bonds of $850,000 due in annual 
installments ranging from $100,000 to $145,000 through July 1, 
2012; bearing interest rates ranging from 6.25% to 7.25% 
(6.62% at June 30, 2007) 750,000 

2006 general obligation bonds of $355,000 due in annual 
installments ranging from $5,000 to $25,000 through July 1, 
2030; bearing interest rates ranging from 4.17% to 5.33% 
(4.17% at June 30, 2007) 350,000 

2006 general obligation note of $1,775,000 due in annual 
installments ranging from $200,000 to $315,000 through July l, 
2013; bearing interest rates ranging from 6.60% to 7.50% 
(7.50% at June 30, 2007) l, 775,000 

s 15,319,055 
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The annual requirement to amorti7.e general and special obligation bonds and notes as of June 
30, 2007 follows: 

Jane30 Principal Interest 

2008 $ 1,230,000 $ 771,712 
2009 1,302,000 1S6,63S 
2010 1,204,000 68S,S29 
2011 1,218,055 614,958 
2012 1,215,000 543,529 

2013-2017 4,560,000 1,762,888 
2018-2022 1,885,000 1,000,171 
2023-2027 2,320,000 419,640 
2037-2031 385.000 241724 

TotaJs $ 15.Jl9,055 $ 6,579,786 

3. Otll~r long-lent /loblllth!s 

Note payable to CRIM (LIMS) - On July 24, 2001 the 
Municipality entered into a financing agreement with the CRIM 
in the amount of$691,648 for the payment of the Municipality's 
share of the cost of a management information system (LIMS) 
acquired by the CRIM for the management of taxpayer's 
properties located in Puerto Rico. The note is payable in 
semiannual installments of $46,382, including interest of S.95% 
and is due on November 28, 2011. Amount Is financed with 
unrestricted funds through withholdings from the advances of 
property tax and amounts of municipal equalization fund send to 
the Municipality by the Municipal Revenue Collection Center 
(CRIM). Debt service requirements in future years are as 
follows: 

Jane30 Principal Interest 

2008 $ 72,312 $ 20,453 
2009 76,678 16,083 
2010 81,308 11,456 
2011 86,218 6,547 
2012 45,043 I 340 
Totals $ 361,559 $ 55,879 
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Note payable to CRIM (Financing of delinquent accounts)- On 
March 15, 2002 the Municipality entered into a financing 
agreement with the CRIM in the amount of $960,664 to finance 
delinquent property tax accounts sold to private investors, mder 
the provision of Law No. 146 of October 11, 2001. The 
agreement is in the form of a nonrevolving line of credit bearing 
interest of 6.5% for the first 5 years and variable for the next 25 
years at 125 points over London Interbank Offered Rate 
(LmOR) and is due on December 1, 2032. As described in 
Law No. 146, interest payments for the first 5 years were 
financed through .48% of the net increase of subsidy provided 
by the Commonwealth of Puerto Rico's general fund. Also, 
during the first 5 years any collection from those delinquent 
accotmts was credited to the loan principal. After the 5 year 
period the loan outstanding balance was restructured for a 25 
years period. Debt service requirements in future years are as 
follows: 

June30 Principal Interest 

2008 $ 13,334 $ 34,069 
2009 13,334 33,508 
2010 13,334 32,930 
2011 13,334 32,334 
2012 13,334 31.720 

2013-2017 66,671 127,851 
2018-2022 66,672 130,197 
2023-2027 66,672 108,640 
2038-2032 661672 83,518 

Totals $ 333,357 $ 614,767 

Note payable to Puerto Rico Department of Labor - On March 
30, 2006 the Municipality entered into a financing agreement 
with the PR Department of Labor for a total amount of $107,961 
for unemployment benefits paid by the Commonwealth of 
Puerto Rico in behalf of the Municipality. The agreement bears 
interest at 11.35%, and is payable in monthly installments of 
$2,843 and due in March, 2009. The note is being paid from 
unrestricted funds. Debt service requirements in future years are 
as follows: 
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Jone30 

2008 
2009 

Totals 

$ 

$ 

Principal 

28,676 
34,826 
63,502 $ 

Interest 

S,440 
2,008 
7,448 

Note payable to Puerto Rico Solid Waste Authority - On 
FebN81')' I 0, 2006 the Municipality entered into a financing 
agreement with the PR Solid Waste Authority for a total amount 
of $S0,2S6 for goods and services provided by this Authority to 
the Municipality in prior years. The agreement is in the form of 
a non-interest bearing note (imputed interest of S.090/o) payable 
in monthly installments of $647, and a final payment of $1,827 
due in February, 201 1. The note balance as of June 30, 2007 is 
net of an unamortir.ed discount of$2,750 and is being paid from 
tmreStticted funds. The principal and discotmt amortization 
(recorded as interest expense) matwities are as follows: 

I Interest JtneJO Principal 

I 

I 

I 

2008 $ 
2009 
2010 
2011 

Totals $ 

6,546 
6,887 
7,246 
6,220 

26,899 

$ 1,218 

$ 

377 
518 
137 

2,150 

Note payable to solid waste landfill site contractor- On July 22, 
2006 the Mwiicipality entered into an agreement with the 
administrator of the Municipal Solid Waste Landfill (MSWL) 
for a total amount of $2,439,000 for capital improvemcn\3 to be 
done for the purpose to increase the capacity and useful life of 
the MSWL. The agreement includes a fint payment for 
$915,000 due at the end of the improvement (the improvement 
finished in May, 2006). The remaining balance was financed 
through a non-interest bearing note (imputed interest of S.090/e) 
beginning one month after the first payment and is payable in 
monthly installments of $30,500 due in 1une, 2010. The note 
balance at 1une 30, 2007 is net of an unamortiud discount of 
$114,963 and is being paid ftom unrestricted funds. The 
principal and discount amortimtion (recorded as interest 
expense) maturities is as follows: 
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Jane JO Prlncil!al Interest 

2008 $ 501,961 $ 77,539 
2009 338,470 27,530 
2010 356!105 9,894 

Totals $ 1,196,536 $ 114,963 

The June 30, 2008 annual requirement includes a matured amount of 
$213,500 (principal of $180,254 and interest of$33,246) due as of 
June 30, 2007. 

Note payable to Employee's Retirement System of the 
Government of Puerto Rico an Its Instrumentalities (ERS). -
On June 29, 2007 the Board of Trustees of the Employee's 
Retirement System of the Government of Puerto Rico an its 
Instrumentalities (ERS) approved Resolution No. 2007-02 
authorizing the ERS to establish payment plans with employers 
related to the application of certain "Special Laws" issued by the 
Commonwealth Government. Those Special Laws granted 
increases in pensions to retired employees of the Municipality. 
This obligation was recognized by the Municipality prior to June 
30, 2007. On October 31, 2007 the Municipality refinanced this 
debt on a long term basis through a $161,801 non-interest 
bearing note with the ERS. The note has an imputed interest rate 
is 6.48% and was recorded at its present value of$148,978 net 
of an unamortized discount of $12,823. The note is payable in 
annual installments of $53,934 (including interest), is due on 
February 26, 2010 and will be repaid with unrestricted funds. 
Debt service requirements in future years are as follows: 

June30 Prlaclj!&I Interest 

2008 $ 50,733 $ 3,200 
2009 41,585 6,349 
2010 S0,660 3,274 
Totals $ 148,978 $ 12,823 
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Obligation ander capital lease - The Municipality is obligated 
under a capital lease with a third party that expires on 2009. As 
of June 30, 2007 the capitaliud cost of capital leased equipment 
amounted to $24,093 and is being paid in monthly installments 
of$441 including interest at 3.15%. $ 9,362 

Obligation under eapltal lease - The Municipality is obligated 
lUlder a capital lease with a third party that expires on 2009. As 
of June 30, 2007 the capitalized cost of capital leased equipment 
amounted to $19,506 end is being paid in monthly installments 
of $369 including interest at 4. 15%. $ 6,035 

The present value of futw-e minimum lease payments of all three 
leases as of June 30, 2007 follows: 

Year ending June 302 Amount 
2008 $ 9,715 
2009 6,253 

I Total minimum lease payments 15,968 
Less: Amount representing interest ~57Q 

Present value of minimum lease payments $ IS,397 

I Compensated absences - includes accrued vacations, sick leave 
benefits and other benefits with similar characteristics such as 
compensatory time, represents the Municipality's commibnent 
to fund such costs from future operations. Amount is paid with 
unrestricted funds $ 2,914,063 

Christmas Bonus • represent the accrued portion corresponding to 
fiscal year 2006-2007 of the Christmas bonus to be paid in 
December 2007 $ 367,898 

Payable to CRIM - represents the balance owed to CRIM at June 
30, 2007 for excess of advances of property tax and other 
subsidies over final amount of property tax collections for the 
fiscal year June 30, 2006 (see note l). This amount will be repaid 
with unrestricted funds through withholdings from the advances 
of property tax and amounts of municipal equalization fund send 
to the Municipality by the Municipal Revenue Collection Center 
(CRIM). $ 2,864 
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NOTE H ·LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGATIONS 

The Municipality discontinued the operation and ceased to accept solid waste in one of its two 
landfills. State and Federal laws and regulations require the Municipality to perform certaitt closure 
procedures and establish monitoring and maintenance procedures at the landfill site for thi'ty years 
after closure. The closure and post closure care procedures are being assumed by the Municipality. 
As guidance for calculation of total closure costs, the Municipality utilized an estimate provided by 
the Puerto Rico Solid Waste Disposal Authority. The Municipality is required to provide post closure 
care after the closure is completed. Total post closure care costs has not been detennined and 
accounted as required by accounting principles generally accepted in the United States as of June 30, 
2007. 

The Municipality also has a solid waste landfill, which is in operation as of June 30, 2007. The total 
estimate of the closure and post closure care costs of the landfill and the portion of estimated total 
current cost of closure and post closure care has not been determined and recorded as required by 
accounting principles generally accepted in the United States as of June 30, 2007. The final effect of 
these matters cannot be properly determined. The Municipality has reserved $14,507 as of June 30, 
2007 to finance future closure and post-closure care costs of this solid waste landflll. This reserve bas 
been created by legislation. 

NOTE I - PROPERTY TAXES 

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto Rico is 
respomible for the assessment, collection and distribution of real and personal property taxes. The tax 
on personal property is self-assessed by the taxpayer. The assessment is made on a return, which 
must be filed with the CRIM by May 15 of each year and is based on the current value at the date of 
the assessment. Real property is assessed by the CRIM. The tax is general assessed on January 1 on 
all taxable property located within the Municipality and is based on the current value existing in the 
year 1957. For personaJ property the tax is due with the return filed on or before May 15. Taxes on 
real property may be paid on two equal installments, July 111 and January I". Total tax rates in force 
as of June 30, 2007 are 7.03% for personal property and 9.03% for real property. The distribution of 
these rates follows: 

Description 
Basic property tax rate, which is appropriated for general 

purposes and accounted in the Municipality's general 
fund: 

Percent that belongs to the Commonwealth's debt service 
fund: 

Percent that belongs to the Municipality's debt service 
fund: 

Total tax rate: 
Discount granted by law to the taxpayers but reimbursed to 

the Municipality by the P.R. Treasury Department: 
Total percent to be paid by taxpayers: 
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NOTE I· PROPERTY TAXES· Contiaued 

Residential real property occupied by its owner is exempt by law from property taxes on the first 
S 15,000 of the assessed value. For such exempted amoWtts, the Puerto Rico Department of Treasury 
assumes payment of the basic tax to the Municipality, except for residential units assessed at less than 
$3,500 on which a complete exemption is granted. Revenue related to exempt property is recorded in 
the General Fund. The Municipality grants a complete exemption from personal property tal<es up to 
an assessment value of$50,000 to retailers with annual net sales of less than $150,000. 

The CRIM advances funds to the Municipality based on an estimate of special governmental 
subsidies and the property taxes to be levied and which are collected in subsequent periods. This 
distribution includes advances of property tax and amounts of municipal equalization fund ftom the 
Commonwealth government The CRIM is required by law to prepare a settlement statement on a 
fiscal year basia, whereby a comparison is made between the amounts advanced to the Municipality 
and amounts actually collected from taxpayers. The CRIM prepares a preliminary settlement not later 
than three months after fiscal year-end and a final settlement not later than six months aft.er fiscal 
year-end. If actual collections exceed the advances a receivable ftom CRIM is recorded. However, if 
advances exceed actual collections, a payable to CRIM is recorded. The Municipality has a payable to 
the CRIM of $2,864 resulting from the final settlement for fiscal year 2005-2006 and a receivable of 
$53,717 resulting from the preliminary settlement 2006-2007. The payable amount is recorded as a 
long term debt in the government-wide statement since will not be paid with expendable available 
resources. 

NOTE J- MUNICIPAL LICENSE TAXES 

Mwticipal License taxes are assessed annually by the Municipality to all organizations or entities 
subject to the tax doing business in the Municipality's location except for entities totally or partially 
exempt pursuant to certain Commonwealth's statutes. This tax is based generally on volume of 
business or gross sales as shown in a tax return that should be submitted on or before April 15. 
During the Fiscal year ended June 30, 2007 the tax rates were as follows: 

Financial business • 1.500.4 of gross revenues 
Other organizations - .50% of gross revenues 

Municipal license tax receivable and corresponding deferred revenues as of June 30, 2007 follows: 

Municipal License Deferred 
Tax Receivable Revenue 

Prior years receivable balance $ 90,939 $ 
Taxes collected in advance as of Jtme 30 1,925,554 
Taxes receivables on tax returns filed but 

not collected as of June 30 402,479 402,479 
Less: allowance for uncollectible (84,871} 

$ 408,S47 $ 21328,033 
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NOTE J - MUNICIPAL LICENSE TAXES- Continued 

As required by current standards, the Municipality recognizes assets related to municipal license taxes 
when cash is received or in the period when the exchange transaction on which the government 
imposes the tax occurs. Management understands that as of tax return filling date an enforceable legal 
claim arises against the provider of resources. Therefore, an asset (receivable) is recognir.ed as of 
June 30 for the balance on tax returns filed but not paid at that date. 

The tax is due in two equal installments on July I and January I of each fiscal year. Resources are 
intended to finance the operations of the applicable fiscal year. At this moment the MlUlicipality 
recognizes revenues on municipal license taxes. A discount of 5% is allowed when full payment is 
made on or before April 15. Since this time requirement, cash collected and the receivable balance on 
tax returns filed but not collected are recorded as deferred revenues as of June 30. 

NOTE K - SALES AND USE TAXES 

On July 4, 2006 the Commonwealth Legislature approved Act No. 117 ("Act 117,,) which amends the 
Puerto Rico Internal Revenue Code of 1994 to provide, among other things, for sales and use tax of 
S.5% to be imposed by the Commonwealth Government Act 117 also authorizes each municipal 
government to impose a municipal sales and use tax of 1.5% This municipal sales and use tax has in 
general the same tax base and limitations (except for unprocessed foods) as those provided by the 
Commonwealth's sales and use tax. 

Section 6189 of the Puerto Rico Internal Revenue Code of 1994, as amended, authorizes the 
Municipalities in Puerto Rico to impose a sales and use tax to consumers. This tax must be imposed 
in conformity with the base, exemptions and limitations contained in Subtitle BB of the Code. The 
municipal sales and use tax is specifically imposed over all sales transactions of taxable items and 
combined transactions (as defined by the municipal internal regulation) taken place within municipal 
limits. The municipal sales and use tax is also specifically imposed over the purchase price for the 
use, storage or consumption of taxable transactions (as defined by the municipal internal regulation) 
taken place within Municipal limits. 

The Municipal Legislature approved the imposition of the municipal sales and use tax, effective on 
November I 5, 2006. Individuals, organizations and entities subject to collect the municipal sales and 
use tax must file a tax return to the Municipality. Tax is due each 20111 day of each month based on tax 
collected in the preceding month. The Municipal Ordinance does not impose specific restrictions or 
limitations on the use of the municipal sales and use tax resources. Resources are recorded in a special 
fund as part of the general fund of the Municipality and are used to finance costs related to waste 
disposal, recycling programs, to finance new permanent improvements and Municipal infrastructure, 
to improve public safety programs, to improve the classification system of Municipal employees, to 
improve general maintenance of Municipal property and infrastructure, and to complement the 
Citizen Participation Program. 

Municipal sales and use tax receivable of $242,531 represents the tax collected on June by 
individuals, organizations and entities but reported and paid to the Municipality on or before July 20, 
net ofuncollectible accounts. 
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NOTE L- INTERGOVERNMENTAL REVENUES 

Intergovernmental revenues in the General Fund are comprised of the following: 

Amount of municipal subsidies and equalization fund send by CRIM 
Compensation in lieu of tax from the Puerto Rico Electric Power Authority 

(PREPA) 
Reimbursement from Commonwealth Government of Christmas Bonus 

expenditure 
Reimbursement from Commonwealth Government of Law 52 program 

expenditures 
Reimbursement from Commonwealth govemment • other programs 

expenditures 

NOTE M - RETIREMENT PLAN 

1. Plan description 

Amount 
$ 4,421,963 

1,947,882 

270,930 

156,006 

982029 
s 6,8941810 

Regular employees of the Municipality contribute to a cost sharing multiple employer defined benefit 
retirement plan, administered by the Employee's Retirement System of the Government of Puerto 
Rico an its Instrumentalities (ERS). ERS covers all regular full time public employees working for 
the central government. the municipalities of Puerto Rico and certain public corporations not having 
their own retirement system. The system provides retirement pensions, death and disability benefits. 

Retirement benefits depend upon age at retirement and number of years of credited service. 
Disability retirement benefits are available to members of occupational and no occupational 
disabilities. Benefits vest after ten years of plan participation. The system was created under Act 
447, approved on May 15, 1951, as amended, and became effective on January 1, 1952. 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 ERS. The annuity, for which a plan member is eligible, is limited to a minimum of 
$200 per month and a maximum of 75% of the average compensation ERS issues a publicly financial 
report that includes financial statements and required supplementary information of the Plan, which 
may be obtained from the ERS. 

Law No. 305 of September 24, 1999 amended the Act No. 447 of 1951 and was enacted with the 
pW'pOSe of establishing a new pension program (System 2000). The new pension program became 
effective on January 1, 2000. Employees participating in the current system as of December 31, 1999 
may elect either to stay in the defined benefit plan or transfer to the new program. Persons joining the 
government on or after January 1, 2000 will only be allowed to become members of the new program. 
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NOTE M - RETIREMENT PLAN - Continued 

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. There will be 
a pool of pension assets, which will be invested by the System, together with those of the current 
defined benefit plan. Benefits at retirement age will not be guaranteed by the State govenunent and 
will be subjected to the total accumulated balance of the savings account. The annuity will be based 
on a formula, which assumes that each year the employee's contribution (with a minimum of 8215% 
of the employee's saJary up to a maximum of 100/e) will be invested in an accoWlt which will either: 
(1) earn a fixed rate based on the two-year Constant Maturity Treasury Note or, (2) earn a rate equal 
to 75% of the return of the System's investment portfolio (net of management fees), or (3) earn a 
combination of both alternatives. If savings accounts balance is $10,000 or less at time of retirement, 
the balance will be distributed by the System to the participant as a lump sum. Participants receive 
periodic account statements similar to those of defined contribution plans showing their accrued 
balances. Disability pensions are not been granted under the new program. The employer 
contributiona (9.275% of the employee's salary) will be used to fund the cunent plan. Under System 
2000 the retirement age is reduced from 65 years to 60 for those employees who joined the current 
plan on or after April I, 1990. 

2. Funding pollcJ 

The Act 447, as amended, is the authority under which obligations to contribute to the Plan by the 
Plan members, employers and other contributing entities arc established or may be amended. Plan 
members are required to contribute 5. 775% of gross salary up to $6,600 plus 8.275% of gross salary 
in excess of $6,600 except for the Mayor or employee under a supplementation plan, which 
contributes &.275% of gross salary. The Municipality is required to contribute 9.275% of gross 
salary. 

The Municipality's actual contribution for the current and the previous two fiscal years, which is 
equal to the required contribution, follows: 

Fiscal year ended: 

2007 
2006 

2005 

NOTE N - POSTEMPLOYMENT BENEFITS 

$ 

$ 

$ 

LawNo. 447 System2000 

417,441 $ 171.635 
426,919 $ 165,305 
443,681 $ 160,372 

In addition to the pension benefits described in Note M, the MW'licipality is required to cover annually 
the 3% increase in the retirement plan of its retired employees, as required by Commonwealth's Jaws. 
Also, the Municipality is required to fmance costs related to the application of certain "Special Laws" 
issued by the Commonwealth Government. Those Special Laws granted increases in pensions and 
other benefits to retired employees of the Municipality such as medicines bonus, Christmas bonus and 
death benefits. For the fiscal year ended, costs related to these post employment benefits amounted to 
S79. 778. These benefits are recorded as expenditures when paid in the general fund. 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2007 

NOTE 0 - COMMITMENTS 

1. Operating leases 

The Municipality leases office space and office equipment under operating lease agreements, which 
generally have terms of one year or less and are automatically renewed for the same tenns. Rental 
expenses amounted approximately to $74,000 and $2, 143 respectively. Management believes that the 
summary of the future minimum rental commitments under non cancelable equipment leases with 
terms exceeding one year is not significant. 

2. Construction 

The Municipality has commitments at June 30, 2007 of approximately$ 5,806,691 for construction, 
improvements or renovation of certain municipal facilities. 

NOTE P - CONTINGENCIES 

1. Federal and State grants 

Projects financed by Federal and State Grants are subject to audits by grantors and other 
governmental agencies in order to determine its expenditures to comply with the conditions of such 
grants. It is the Municipality's opinion that no additional material unrecorded liabilities will arise 
from audits previously performed or to perform. 

2. Judgments and legal claims 

The Municipality is, at present, a defendant in a number of legal matters that arise in the ordinary 
course of the Municipality's activities. There are cases whereby the Municipality is a defendant or 
codefendant that will be covered by insurance and certain cases whereby the legal counsel has not 
determined an outcome. However, it is the opinion of the Municipality and the legal counsels that 
based on their experience, such act.ions and the potential liabilities will not impair the Municipality 
financial position. 

NOTE Q- FUND BALANCE DEFICITS 

Community Development Grant Program fund disclosed a fund balance deficit of $42,889. The 
deficit results from the accrual of expenditures without accruing intergovernmental revenues for 
reimbursement of expenditures. As required by current standards, the Municipality recorded 
intergovernmental revenues for reimbursement-based (expenditure-driven) grants on fund statements 
when all applicable eligibility requirements have been met and the resources are available. 
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MUNICIPALITY OF CABO ROJO 

NOTES TO FINANCIAL STATEMENTS 

Jane 30, 2007 

NOTER· SUBSEQUENT EVENTS 

1. Sales and use tax Implementation 

On July 29, 2007 the Commonwealth Legislature approved Act No. 80 ("Act 80") which imposed to 
all the Municipalities of Puerto Rico a uniform municipal sales and use tax of 1.5%. Effective August 
I, 2007 1% of the 1.5% will be collected by the Municipalities and the remaining .5% of the 1.5% 
will be collected by the Puerto Rico Deparbnent of Treasury. 

Act 80 also provides for restrictions on the use of the resources (including the .5 of 1.5% collected by 
the Commonwealth Government) to be invested in solid waste and recycling programs, capital 
improvements and health and public safety costs. Amount collected by the Commonwealth 
Government will be deposited in accounts or special funds in the Governmental Development Bank 
of Puerto Rico ("GOB"), subject to restrictions imposed and distributed as follows: 

• .2% of the .5% will be deposited in a "Municipal Development Fund" to finance costs as 
restricted by the Act, 

• .2% of the .5% will be deposited in a "Municipal Redemption Fund" to finance loans to 
Municipalities subject to restrictions Imposed by the Act and, 

• .1 % of the .5% will be deposited in a "Municipal Improvement Fund" to finance capital 
improvement projects; these funds will be distn'buted based on legislation from the 
Commonwealth's Legislature. 

The Municipal Legislature approved Ordinance No. 5 Series 2007-2008 to amend Municipal 
Ordinance No. 3 Series 2006-2007 to conform to dispositions of Act 80. 

2. General obligation bond Issuance 

On October 22, 2007 the Governmental Development Bank of Puerto Rico approved the issuance of a 
general obligation bond Series 2007-2008 of $710,000 for construction and maintenance of 
infrastructure capital assets. 
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MUNICIPALITY OF CABO ROJO 

BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 
FISCAL YEAR ENDED JUNE 30, 2007 

Ba!!Beted amouats 
Orildnal Final 

Revea11es: 
Taxes: 

Property taxes s 961,318 s 6,351,914 
Municipal licrJISC taxes 2.6S2.SOO 2.561,596 

lntergovcrmmrtal 8,982,292 4,388,041 
Fees, fines mid charges for services 2,526,000 3,886,660 
Interest 460,000 879,332 
Other 60000 601000 

Toblrevnua lS,642,110 18,127,543 

Espcnditurcs: 
Current 

Gc:nc:ral government 4,828.S38 5.609,966 
Public worlcs and sanitation S,819,764 6,897,886 
Public safety 1,789,190 1,744,203 
Culture and rcucation 8SS,291 841,404 
Health 829,489 830,489 
WelfiR and community development 1,491,637 1,573,098 
Education 28~00 111520 

Total espncfitures 15164~109 17,5081567 
Excm or revenaes over expenditures I 618,976 

Other fiaudag soun:es (uses): 
Transfers out {ll {618,9762 

Total other finandng soun:a (asa) {12 i61819762 

Excca (dcldmcy) of rneaaa and ot•cr fin11Dd11& 
1oarca onr apeadltares and other laa11ciag - s $ 

The accompanying notes to rcquin:d supplcmcotal information arc an integral part of this schedule. 
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Actual Amouats 
(Budgetlry Varianu with 

Bull) Flaal Badget 
!See Note A} Positin ~9;!tivt} 

s 6)51,912 s (2) 
2,SS5,109 (6.487) 
4,491,322 103,281 
4,273,086 386,426 

874,459 (4,872) 
77,107 17 107 

18,622,996 49S,4S3 

S,380.335 229.631 
6,964,104 (66,218) 
1,726,982 17,221 

828,299 13,106 
818,194 12,295 

1,518,995 S4,103 
ll,520 

17,248,429 260,138 
1,374,566 1SS.S90 

i618,97~ 
i618,9762 

$ 7SS,S90 $ 7551590 
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MUNICIPALITY OF CABO ROJO 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION· 
BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 

June 30, 2007 

NOTE A- BUDGET PROCESS AND BUDGETARY BASIS OF ACCOUNTING 

The Municipal budget is prepared for the Genera) Fund following the requirements of the 
Autonomous Municipal Law of 1981, as amended. It is developed utilizing elements of performance­
based program budgeting and zero-based budgeting and includes estimates of revenues and other 
sources for ensuing fiscal year under laws existing at the time the budget is prepared. 

Budget amendments are approved by the Municipal Legislature. Certain budget transfers within the 
limitations and restrictions of the Municipal Law can be approved by the Mayor or by the Municipal 
Legislature. The budget comparison schedule provides infonnation about the original budget, the 
amended budget and the actual results, under the budgetary basis of accounting. 

The budgetary basis of accounting is different from GAAP. Revenues are generally recorded when 
cash is received and expenditures are generally recorded when the related expenditure is incurred or 
encumbered. The encumbrances (that is, purchase orders, contracts) are considered expenditures 
when a commitment is made. On a GAAP basis, encumbrances outstanding at year end are reported 
in the governmental funds statements as a reservation of fund balance since they do not constitute 
expenditures or liabilities while on a budgetary basis encumbrances are recorded as expenditures of 
current year. Encumbrance appropriations lapse one year after the end of the fiscal year. 
Unencumbered appropriations are lapsed at year end. The legal level of budgetary control (the level at 
which expenditures may not legally exceed appropriations) is at the function level. 

The presentation of the budgetary data excludes other appropriations such as capital projects, debt 
service and special revenue funds because projects are funded on a multi-year nature, generally 
requiring several years to complete or effective budgetary control is alternatively achieved through 
general obligation bond indentures and legal and contractual grant agreement provisions. 

NOTE B - BUDGET TO GAAP RECONCILIATION 

The accompanying budgetary comparison schedule presents comparisons of the original and final 
legally adopted budget with actual data on a budgetary basis. Since accounting principles applied for 
the purposes of developing data on a budgetary basis differ significantly from those used to present 
accounting principles generally accepted in the United States, the following budget to GAAP 
reconciliation is presented: 
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MUNICIPALITY OF CABO ROJO 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION· 
BUDGETARY COMPARISON SCHEDULE· GENERAL FUND 

June 30, 2007 

NOTE B ·BUDGET TO GAAP RECONCILIATION· Continued 

EJ[cess of revenues and other financing sources over erpeaditures and other financing 
aaea (budgetary bull): 

Budget to GAAP differences: 

Entity differences: 

Non budgeted funds recorded as revenues for financial reporting purposes: 

Non budgeted funds recorded as expenditures for financial reporting: 

Non budgeted transfers in: 

Non budgeted transfers out: 

Buis of accoanUng differences: 

Revenues recorded for financial reporting purposes but not in budgetary basis: 

Revenues recorded in budgetary basis purposes but not in financial reporting: 

Expenditures recorded in budgetary basis but not for financial reporting purposes: 

Expenditures recorded for financial reporting purposes but not in budgetary basis: 

Timia1 differences: 

Current year encumbrances recorded as expenditures for budgetary reporting 
purposes: 

Prior year encumbrances recorded as expenditures for financial reporting 
purposes: 

Net cban1e In fund balance (GAAP basis): 
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2,171,562 

(69S,47S) 

708,280 

(47,0SS) 

47,813 

(56,048) 

290,222 

(407,215) 

293,512 

(40,159) 

s 3,021,027 



I 
I 
I 

I 
I 
I 
I 

I 

REPORTS REOUIR£D UNDER THE OMB CIRCUL4RA-JJJ 

56 



I 
I 
I 
I 

I 
I 
I 

I 
I 

GONZALEZ ToRRES & Co. 
C1•1!1/i1•d J111h/1c 11·01111111111/ , 1111tf (1111.<11//1111/.1 

\lembcr of 
Puerto Rico Soc1c11 of Ceruficd Public Accountants 
Amencan ln,11m1eofCeruf1ed Public Accoumams 

As5<ic1at11)(1 ul Cerufted Fraud E.\:uiimer.; 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 
OTHER MATl'ERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMID IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Mayor and Municipal Legislature 
Municipality of Cabo Rojo 
Cabo Rojo, Puerto Rico 

We have audited the accompanying financial statements of governmental activities, the business-type activities, each 
major fund, and aggregated fund information of Mwiicipality of Caho Rojo, as for the year ended JWIC 30, 2007, 
which collectively comprise Mwiicipality of Cabo Rojo's basic financial statements and have issued our report 
thereon dated December 13, 2007. We were unable to obtain a liability estimate of the landfill's closure and post 
closure care costs at JlUle 30, 2007. The accompanying government-wide financial statement did not include the 
liability for these costs. AccolDlting principles generally accepted in the United States of America require that 
landfill's closure and port-closure costs are estimated and included as liability in the government-wide financial 
statement, which would decrease the assets and net assets in the government-wide financial statements. The amowtt 
by which this departure would affect the assets and net assets of the government-wide financial statement is not 
reasonably determinable. The note "G" of the financial statements describes more details regarding the landfills 
costs. Except as discussed in the preceding qualification, 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 of America. 

Internal Control Oyer Financial Reporting 

In planning and performing our audit, we considered Municipality of Caho Rojo's internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of Municipality of Caho Rojo's 
internal control over financial reporting. 

A control deficiency exists when the design or operation of a control does not allow management or employees, in 
the nonnal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A 
significant deficiency ls a control deficiency, or combination of control deficiencies, that adversely affects 
Municipality of Cabo Rojo's ability to initiate, authorize, record. process, or report ftnancial data reliably in 
accordance with generally accepted acC0W1ting principles such that there is more than a remote likelihood that a 
misstatement of Municipality of Cabo Rojo's financial statements that is more than inconsequential will not be 
prevented or detected by Municipality of Cabo Rojo's internal control . 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than 
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by 
Municipality of Cabo Rojo's internal control. 

Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
financial reporting tha we consider to be weaknesses, as defined above. 

Rfo Piedras Heights 
173:~ Galle Tinto, San Juan, Puerto !Uco 00926-3252 
Tel. (787) 764-8664 • 764-8667 • fax (787) 764-8643 
11ch. qmgon1.alcz.com 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATl'ERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCEWITHGOVERNMENTAUDITINGSTANDARDS 

(Continued) 

Compliance 

As part of obtaining reasonable assurance about whether Municipality of Caho Rojo's financial statements are free 
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants 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. 

We noted certain other matters that we reported to management of Municipality of Caho Rojo in a separate letter 
dated on March 12, 2008. 

This report is intended solely for the information and use of management, audit committee, and federal awarding 
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these 
specified parties. 

San Juan, Puerto Rico 
March 12, 2008 
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GONZALEZ TORRES & Co. 
C1•rl1Ji<'d l'11i>/1c 11'('111111/1111/" 111u/ r.'r11n-11//f/11/.1 

\lcmbcrof-
Pucno Rico Soc1et~ of Cerllfted Public Accountants 
AmencJn lnst1tuteof Certified Puhhc Accountants 

Asso::iauon of Cen1fied fraud Examiners 
REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM 

AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH 

To the Mayor and Municipal LegislatW'e 
Municipality of Cabo Rojo 
Cabo Rojo, Puerto Rico 

Compliance 

OMB CIRCULAR A-133 

We have audited the compliance of the Municipality of Caho Rojo, with the types of compliance requirements 
descn'bed in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that me 
applicable to each of its major federal programs for the year ended June 30, 2007. The Municipality of Cabo Rojo's 
major federal programs are identified in the summary of auditor's results section of the accompanying Schedule of 
Findings and Questioned Costs. Compliance with the requirements of laws, regulations, contracts, and grants 
applicable to each of its major federal programs is the responsibility of Municipality of Cabo Rojo's management 
Our responsibility is to express an opinion on Municipality of Cabo Rojo's compliance based on our audit 

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 the Government Auditing Standards. issued by 
the Comptroller of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non­
Profit Organizations. Those standards and OMB Circular A-133 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 Municipality of Cabo Rojo'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. Our audit doe.9 not provide a legal detennination of Municipality of Cabo Rojo's compliance 
with those requirements. 

In our opinion, Municipality of Cabo Rojo, complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major federal programs for the year ended June 30, 2007. 

Internal Control OVer Compliance 

The management of Municipality of Caho Rojo is responsible for establishing and maintaining effective internal 
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal 
programs. In planning and perfonning our audit, we considered Municipality of Caho Rojo's internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance, 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 Municipality ofCabo Rojo's internal control over compliance. 

Rio Piedra.~ Heights 
1735 Calle Tinto, San Juan, Puerto Rico 00926-3252 
Tel. (787) 764-8664 • 764-8Ci67 • fax (787) 764-8643 
web. cpagon1.alcz.com 
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM 
AND ON INTERNAL CONTROL OVER COMPLIANCE WITH OMB CIRCULAR A-133 

(Continued) 

A control deficiency in an entity's internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant 
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects Municipality of 
Cabo Rojo's ability to administer a federal program such that there is more than a remote likelihood that 
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will 
not be prevented or detected by Municipality ofCabo Rojo•s internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than 
a remote likelihood that a material noncompliance with a type of compliance requirement of a federal program will 
not be prevented or detected by Municipality of Cabo Rojo's internal control. 

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of 
this section and would not necessarily identify all deficiencies in internal control that might be significant 
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that we 
consider to be weaknesses, as defined above. 

Municipality of Cabo Rojo's response to the findings identified in our audit are described in the accompanying 
schedule of findings and questions costs. We did not audit Municipality of Cabo Rojo's response and, we express no 
opinion on it 

San Juan, Puerto Rico 
March 12, 2008 
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I MVNICIPAUTY OF CABO ROJO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

I 
FISCAL YEAR ENDED JUNE 30, 2007 

Federal Pa•Throaah 
CFDA Entity ldeatll'yi1a Federal 

Federal Graator/P ..... Throaah Number Number Espeadltum 
GrantorlPJ'02ram Tide {aote B} {note£} {note A} 

u.s. ncunmcnt ot Acrtg1cuu 
Paaed through the P.R. Deputment ofEdUCltfon: 

Child and Adult C-Food Propam 10.558 NIAV s 17,035 

llA ncn.dlllm& II( 01111181 1all llr:lll11 n-11a111m1 
Community Dnelopmcnt Block Ol1l1t • Bntldemont Onota 14.218 NIA 1.219.437 

PlltCd tbrough the Offtco ofCommlaioner orMunlclpal Af1llln: 
Community Dewlopmcnt Bloct Onnt • Sllte's Propam 14.228 FD·lO 

AB·IO 
DC· 10 
AF · 10 169,048 

Sec:don 8 HoUling Oiolco Vouchen 14.871 NIA 441,088 
Sublolll U.S. Department of Housing and Urban Development 1,829,573 

U.S. Dcurtmmt gCJvllq 
Paued tbrough the P.R. Department of Justice: 

Publlc Slfaty Par1nenhlp and Community Polley Clnulfs.COPS 16.710 2001SHWX009.5 34,331 
COPS UnMnal Hiring Propam 16.710 2004UMWX0! !4 95 755 

Subtotal U.S. Depenment of Justice 130,086 

llA Dcaadll!m& oCima110dllio1·t11&1on1101nwu 
l'raflk saccg Admlalltmdo• 

Paaed tbroush the P.R. Department ofTrmsportation ·(Traffic 
Safety Commlalon): 

Sllte and Community HiahwaY Slfaty 20.600 05.03·58 15,022 

11.S. Dcmid!llal o[Drallll 1111 Daman &Intra 
PISled tbroush the P .R.Oowmor Oftloe ( Oftloe of Blderty Affllin): 

Specill Programs for the A8h1&... Tittle m Put B _ Onlntl for 

Supportiw Savlcea end Senior Centen 93.044 NIAV 81,992 

Paled tbroush the P.R. Department of Family· Feml!Jcs and 
Childreft Admlnlstntlon: 

Child CUe and DeYe!opment Bloct 01'1111 93 . .57.5 2005.033 
2006-07-041 104,682 

Subtotal U.S. Department of Health and Human Services 186,674 

YA 1>curtmcntl!(DomcJapc1 Mdey 
Paaed tbroush the Puerto Rico Ocmmor Oft!co • (Oovemor'a 

Audlorized Repraeallllve-OAR): 
Dlsutcr Onints • Public Assistmlce 97.036 NIA 136,028 

Pused lhroush the Puerto Rico Oovanor Oftico • (Offic:c of 
Public Safety Aflllhs): 
Homeland Security Grant Program (SHSP) 97.067 200.5-0B-TS-4009 69,000 

Subtotal U.S. Department of Homeland Security 205,028 

Total Espeudlturet of Federal Awards s 2,383·411 

The accompenying notes ere an lnlegnl part ofthll 1ebedule. 
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MUNICIPALITY OF CABO ROJO 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

June 30, 2007 

NOTE A- BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the 
Municipality and is presented on the modified accrual basis of accounting. Expenditures are recognized when 
the related liability is incurred. The information in this schedule is presented in accordance with the 
requirements of OMB Circular A-133, "Audits of States, Local Governments and Nonprofit Organizations". 
Therefore, some amounts presented in this schedule may differ from the amounts presented in, or used in the 
preparation of, the basic financial statements. 

NOTE B - FEDERAL CFDA NUMBER 

The Catalog of Federal Domestic Assistance (CFDA) Number is a program identification number. The first 
two digits identify the federal department or agency that administers the program and the last three numbers 
are assigned by numerical sequence. 

NOTE C-PASS-THROUGH ENTITY IDENTIFYING NUMBER 

State or local government redistributions of federal awards to the Municipality, known as "pass-through 
awards", should be treated by the Municipality as though they were received directly from the federal 
government OMB Circular A-133 requires the schedule to include the name of the pass-through entity and the 
identifying number assigned by the pass-through entity for the federal awards received as a sub recipient 
Numbers identified as N/A are not applicable and numbers identified as N/AV are not available. 

NOTED-RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF 
EXPENDITURES OF FEDERAL AW ARDS TO THE EXPENDITURES PRESENTED IN THE BASIC 
FINANCIAL STATEMENTS 

Community 
Development Other 
Block Grant Governmental 

Descri2tlon Fund Funds 

10.558 $ $ 17,035 
14.218 1,219,437 
14.228 169,048 
14.871 441,088 
16.710 130,086 
20.600 15,022 
93.044 81,992 
93.575 104,682 
93.036 136,028 
97.067 69,000 

Total federal awards expenditures 1,388,485 994,933 
Total nonfederal awards expenditures 21958,767 

Total expenditures, fund statements $ 1,388,485 $ 4,933,611 
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MUNICIPALITY OF CABO ROJO 
SHEDULE OF CURRENT YEAR FINDINGS AND QUESTIONED COSTS 

For the year ended June 30, 2007 

SECTION I- SUMMARY OF AUDIT RESULTS 

Part L Financial Statements: 

1. Type of audit report: 

a Unqualified opinion 11 Qualified opinion 

a Adverse opinion a Disclaimer of opinion 

2. Control deficiencies reported: 

D Yes No 

3. Material weakness reported: 

0 Yes No 

4. Material noncompliance disclosed: 

0 Yes 11 No 

Part IL Federal Awards: 

1. Type of report on compliance for major programs: 

Unqualified opinion O Qualified opinion 

0 Adverse opinion D Disclaimer of opinion 

2. Control deficiencies reported: 

0 Yes II No 
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MUNICIPALITY OF CABO ROJO 
SHEDULE OF CURRENT YEAR FINDINGS AND QUESTIONED COSTS 

For the year ended June 30, 2007 
(Continued) 

SECTION I- SUMMARY OF AUDIT RESULTS (Continued) 

Part n Federal Awards (Continued): 

3. Material noncompliance disclosed: 

0 Yes aa No 

4. Audit findings required to be reported under Section 510 (a) of Circular A-133: 

5. 

D Yes 

Major Programs: 

CFDA 
Number(s) 

14.218 

14.228 
14.871 

No 

Federal Program Grantor and Program Name 
US Department of Housing and Urban Development. 
Community Development Block Grants-Entitlement 
Community Development Block Grant-States Program 
Section 8 (Housing Vouchers) 

Dollar threshold used to distinguish Type A and Type B programs: 

$500,000 or 3% of total federal awards expended 

6. Low-risk auditee 

Yes 0 No 

7. Waive risk criteria under 520 (i) of Circular A-133 

0 Yes aa No 
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MUNICIPALITY OF CABO ROJO 
SCHEDULE OF CURRENT YEAR FINDINGS, PRIOR YEAR FINDINGS AND QUESTIONED COSTS 

For the year ended June 30, 2007 

SECTION II - FINANCIAL STATEMENTS FINDINGS 

Current year; 

None. 

SECTION ill-FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 

Cumntveatj 

None. 

Previous years; 

Program: Section 8 
CDBG - Entitlement 
CDBG - State's Program 

Cash Management 

Criteria and Condition: 

Finding Number: 2006-W-1 

The OMBC-133, Cash Management (Compliance C), requires when funds are received in advance, 
recipients must follow procedures to minimiz.e the time elapsing between the transfer of funds from the 
U.S. Treasury and the disbursements. During the audit, we noted that monthly housing assistant payments 
were made late after a period of five working days from the beginning of the month. Also, we found that 
payments for CDBG Entitlement and State's Programs were made after the required period. Our tests 
revealed that average time to pay out of funds were 12 days for Section 8, 29 days for CDBG - State's 
Program and 6 days for CDBG - Entitlement. 

Cause: Municipality paid out funds late. 

Effect Municipality did not comply with the cash management requirements of the program. 

Recommendation: 

The Municipality must establish procedures to minimize the time elapsing between the transfers of funds 
and the related disbursements. 

Status: CDBG - Finding cleared by Federal Agency. 
Section 8 - Finding cleared by Federal Agency. 
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SECTION W-FEDERAL AW ARDS FINDINGS AND QUESTIONED COSTS 

Program: Section 8 Finding Number: 2005-W-1 
CDBG - State's Program 

Cash Management 

Criteria and Condition: 

The OMBC-133, Cash Management (Compliance C), requires when funds are received in advance, 
recipients must follow procedures to minimize the time elapsing between the transfer of funds from the 
U.S. Treasury and the disbursements. During the audit, we noted that monthly housing assistant payments 
were made late after a period of five working days from the beginning of the month. Also, we found that 
payments for CDBG program were made after the required period. Our tests revealed that average time to 
paid out of funds was 17 days for Section 8 and 11 days for COBO-State's Program. 

Cause: Municipality paid out funds late. 

I Effect: Municipality did not comply with the cash management requirements of the program. 

I 

I 

Recommendation: 

Status: 

The Municipality must establish procedures to minimize the time elapsing between the transfers of funds 
and the related disbursements. 

Section 8 Program- Finding closed by Federal Agency. 
CDBG - State's Program - Finding closed by Federal Agency. 

Program: CDBG Finding Number: 2004-ID-1 

Period of Availability of Federal Funds 

Criteria and Condition: 

The OMBC-133,Period of Availability of Federal Funds (compliance I), stays that when funding period are 
specified, a non-Federal entity may charge to the award only costs resulting from obligations incurred during 
the funding period and any pre-award costs authorized by the Federal awarding agency. Non-Federal entities 
subject to the A-102 Common Rule shall liquidate all obligations incurred under the award not later than 90 
days after expenditures has being incurred. 
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SECTION ID-FEDERAL AW ARDS FINDINGS AND QUESTIONED COSTS 

The Municipality did not liquidate all payables over a period of 90 days after the receipt of invoices on the 
following payments: 

Better-Roads 
Treasury Department 

4410, 4447, 4471and4477 
4469 

Status: 

Finding cleared by grantor agency. 

Program: CDBG Finding Number: 2003-W-l 

Cash Management 

Criteria and Condition: 

In our examination, we found receipts and deposits tested, that disbursements were made over fifteen days 
after related funds were deposited. Cash management regulations require the Municipality to minimize the 
time between receipt of funds and the corresponding disbursements. 

Status: 

Finding cleared by Federal Agency. 

Program: CDBG Finding Number: 2002-W-l 

Cash Management 

Criteria and Condition: 

In our examination, we found receipts and deposits tested, that disbursements were made over fifteen days 
after related funds were deposited. Cash management regulations require the Municipality to minimize the 
time between receipt of funds and the corresponding disbursements. 

Status: 

Finding cleared by Federal Agency. 
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Program: CDBG Finding Number: 2002-m-2 
Seetlon 8 

Level or Effort or Earmarking 

Criteria and Condition: 

In our examination. we found, in both programs, that general ledgers maintained are not balanced out 
Program bank reconciliations, revenues and expenditures records did not match with their respective 
centralized accounting system records. 

Status: 

CDBG - Finding cleared by Federal Agency. 
Section 8 - Finding closed by Federal Agency. 

Program: CDBG 

Reporting 

Criteria and Condition: 

Finding Number: 2002-W-3 

The Municipality is required to submit quarterly reports to the State Pass-through Agency. In our test of eight 
reports, six reports were submitted after the required date and in two cases amounts included did not match 
with their respective general ledgers. 

Status: 

Finding cleared by Federal Agency. 
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