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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor
and Municipal Assembly

Municipality of Florida

Florida, Puerto Rico

We have audited the accompanying general-purpose financial statements of the
Municipality of Florida, as of and for the year ended June 30, 2001, as listed in the table
of contents. These general-purpose financial statements are the responsibility of the
Municipality of Florida's management. Ourresponsibility is to express an opinion on these
general-purpose financial statements based on our audit.

Except as described in the following paragraph, we conducted our auditin accordance with
auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the general purpose
financial statements are free of material misstatements. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the general purpose
financial statements. An audit includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall general
purpose financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

As described in Note 6, the Municipality of Florida has not maintained complete and
adequate records relating to the fixed assets of the General Fixed Assets Account Group.
Accordingly, we were unable to satisfy ourself as to the fixed asset balance or such all
group amounting to $9,328,552.

In our opinion, except for the effects of such adjustments, if any, as might have been
determined to be necessary had we been able to satisfy ourselves as to general fixed
assets balances, the general purpose financial statements referred to above presentfairly,
in all material respects, the financial position of the Municipality of Florida as of June 30,

Suite 152, PO Box 70250, San Juan, PR. D0936-7230) « Phone (TRT) 756-8524, Fux (787) 274-0562
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2001, and the results of its operations for the fiscal year then ended, in conformity with
generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report
dated November 8, 2001, on our consideration of the Municipality's internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the general purpose
financial statements taken as a whole. 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 Governments, and
Non-Profit Organizations, and is not a required part of the general purpose financial
statements. Such information has been subjected to the auditing procedures applied in
the audit of the general purpose financial statements and, in our opinion, is fairly stated,
in all material respects, in relation to the general purpose financial statements taken as a

whole.

San Juan, Puerto Rico
November 8, 2001

Oy Roaniyon v Lo
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
COMBINED BALANCE SHEET-ALL FUNDS TYPES AND ACCOUNT GROUPS
JUNE 30, 2001
Governmental Fund Types Account Groups Total
Special Debt Capital General General Long
Assets General Revenue Service Projects Fixed Asset Term Debt Memorandum

o Cash in bank (Note 2) $ 606,237 $ 507,767 S - $ 294339 § - 8 - $ 1,408,343
o = Cash with fiscal agent (Note 2) 697 326 280 326,977
g = Accounts receivables:
5 N Due from other agencies (Note 7) 667,869 99,928 767,797
§ e Due from other funds (Note 8) 759,878 597,482 1,357,360
g O Property and equipment (Note 6) 9,328,552 9,328,552
s o Amount available in debt senice fund
R 7~ (Note 2) 326,280 326,280
g Q@ Amount to be provided for retirement
2 &5 ofgeneral long-term debt 632,968 632,968
a N Amount to be provided through property
s ;c, tax collected for payment of related
s = property tax advances (Note 10) 3,356,763 3,356,763
= :1:., Amount to be provided for payment
g = of accrued vacation and sick leave
2 > (Note 1) 722,897 722,897
2 &
E ') Total assets $2,033,984 $ 608,392 $ 326,280 $ 891,821 $9,328,552 $ 5,038,908 $ 18,227,937

o
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

COMBINED BALANCE SHEET-ALL FUNDS TYPES AND ACCOUNT GROUPS (CONTINUED)
JUNE 30 2001
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Governmental Fund Types Account Groups Total
Special Debt Capital General General Long
Liabilities and Fund Equity General Revenue Service Projects Fixed Asset Term Debt Memorandum
Liabilities
Account payable and accrued
labihities $ 292198 $ 98681 $ § 67833 3% $ $ 458,712
Due to other funds (Note 8) 1,141,864 215,496 1,357,360
Due to other agencies (Note 9) 493 628 27,876 521,504
Deferred revenues (Note 4) 106,136 245,492 351,628
Accrued vacations and sick leave
(Note 1) 722,897 722,897
General long-term debts (Note 10) 959,248 959,248
Property tax advances (Note 10) 3,356,763 3,356,763
Total liabilities 2,033,826 587,545 - 67.833 5,038,908 7,728,112
Commitments and Contingencies
(Notes 12, 13 and 14)
Fund Equity
Investment in general fixed assels 9,328,552 9,328,552
Fund balance
Reserved for encumbrances 150.462 150,462
Reserved for debt services 426280 326,280
Designated for capital additions 823,988 823,988
Undesignated (deficit) equity (150,304) 20.847 (129.,457)
Total fund equity 158 20,847 326,280 823,988 9,328,552 - 10,499,825
Total habilties and fund equity $ 2,033,984 § 608392 $ 326,280 $ 891,821 $9,328,552 $ 5,038,908 $ 18,227 937

The accompanying notes are an integral part of these financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND EQUITY-ALL FUND TYPES
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

REVENUES
Property taxes (Note 3)
Municipal license taxes (Note 4)
Licenses and permits
Charges for senice and rents
Inter-governmental revenues (Note 5)
Federal grants and contributions
State contributions
Interest, fines, and penalties
Other revenues
Total revenues

EXPENDITURES
Municipal council
Offices:
Administrative Senices
Mayor

Departments:
Civil Defense
Finance
Health
Public Works
Recreation
Personnel
Capital outlays
Collection of property taxes applied to advances (Note 15)
General Government
Secretary
Welfare

== ==

== - ===

Governmental Fund Types Total
Special Debt Capital
General Revenue Service Projects Memorandum
$ 449,188 $ 184,492 $ 633,680
193 188 193,188
448,847 448,847
113,816 113,816
1,961,223 1,961,223
3,430,428 140,627 3,571,055
5,791 11,198 16,989
731,750 731,750
5,373,008 1,961,223 195,690 140,627 7,670,548
80,735 - 80,735
165,663 165,663
272,893 272,893
389,091 389,091
874,710 874,710
536,852 536,852
1,153,178 999,956 2,153,134
207 649 207,649
304,681 304,681
900,495 900,495
273,567 273,567
800,43 800,495
90,903 90,903
963,679 963,679

5.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND EQUITY-ALL FUND TYPES (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001
Governmental Fund Types Total
Special De bt Capital
General Revenue Service Projects Memorandum
Debt services:
Principal retirement (Note 10) $ - $ - $ 263,736 $ - $ 263,736
Interest payments (Note 10) 42,943 42,943
Total expenditures 5,150,417 1,963,635 306,679 900,495 8,321.226
Excess of (deficiency) of revenues over expenditures 222,591 (2,412) (110,989) (759,868) (650,678)
OTHER FINANCING SOURCES (USES)
Advances of property taxes (Note 3) 273,567 273.567
Operating transfer-in 11,832 179,908 191,740
Operating transfer-out (179.908) (11,832) (191,740)
Total other financing sources (uses) 105,491 - 168,076 - 273,567
Excess (deficiency) of revenues and other
sources over expenditures and other uses 328,082 (2,412) 57,087 (759,868) (377,111)
FUND BALANCE (DEFICIENCY) AT BEGINNING OF YEAR (327,924) 23,259 269,193 1,583,856 1,548,384
FUND BALANCE (DEFICIENCY) AT END OF YEAR $ 158 $ 20,847 $ 326,280 $ 823,988 $ 1,171,273

The accompanying notes are an integral part of these financial statements.
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COMBINED STATEMENT OF REVENUES, EXPENDITURES, BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

REVENUES (Notes 1 and 15)
Property taxes
Municipal license taxes
Licenses and permils
Charges for senvice and rents
Inter-governmental revenues:

State contributions

Interest, fines, and penalties
Other revenues

Total revenues

EXPENDITURES (Notes 1 and 15)
Municipal council
Offices:

Administrative Senices
Mayor
Departments:
Civil Defense
Finance
Health
Public Works
Recreation
Personnel
Secretary
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

Governmental Fund
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Debt Service Fund

Debt senvice; principal and interest payment

Total expenditures

Excess of revenues over expenditures

(expenditures over revenues)

Variance Variance
Budget Favorable Favorable
Amended Actual (Unfavorable) Budget Actual Memorandum
$ 499,745 $ 449,188 $ (50,557) $ 100,675 $ 195,690 $ 95,015
166,248 193,188 26,940
411,419 448,847 37,428
89,037 113,816 24,779
3,349,225 3,430,428 81,203
23,585 17,623 (5,962)
55,866 58,619 2,753
4,595,125 4,711,709 116,584 100,675 195,690 95,015
85,589 80,735 4,854
149,389 143,269 6,120
273,669 272,893 776
479,767 389,091 90,676
1,318,152 1,139,157 178,995
537,814 536,852 962
1,182,707 1,153,178 29,529
201,608 199,343 2,265
274,701 239,172 35,529
91,729 90,903 826
- - 100,675 318,510 (217,835)
4,595,125 4,244 593 350,532 100,675 318,510 (217,835)
$ - $ 467,116 $ 467,116 $ - $ (122,820) § (122,820)

The accompanying notes are an integral part of these financial statements
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Organization

The Municipality of Florida, Puerto Rico (Municipality) was incorporated in 1973.
The Municipality is a political legal entity with full legislative and administrative
faculties in every affair of the municipal character, with perpetual succession
existence and legal personality, separate and independent from the central
government of the Commonwealth of Puerto Rico. The Municipality provides a
full range of services including health, public works, environmental control,
education, public safety, public housing and community development, culture and
recreation as well as many other general and administrative services.

The Municipal Government comprises the executive and legislative branches.
The executive power is exercised by the Mayor and the legislative by the
Municipal Assembly, which has 12 members. The members of these branches
are elected every four years in the Puerto Rico general elections.

. Summary of Significant Accounting Policies

The accounting policies of the Municipality are in accordance with the generally
accepted accounting principles applicable to government entities. The
Governmental Accounting Standards Board (GASB), is the standard-setting body
for governmental accounting and financial reporting. On June 15, 1987, the
GASB issued a codification of the existing Governmental Accounting and
Financial Reporting Standards which, along with subsequent GASB
pronouncements (Statements and Interpretations), constitutes GAAP for
governmental units. The following is a summary of the more significant policies:

1) Fund Accounting

The accounts of the Municipality are organized on the basis of funds and
account groups, each of which is considered a separate accounting entity.
The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprises its assets, liabilities, fund equity,
revenues, and expenditures, or expenses, as appropriate.

-8-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Government resources are allocated to and accounted for in individual funds
based upon the purposes for which they are to be spent and the means by
which spending activities are controlled.

The various funds are grouped in the financial statements into four fund
types and other fund category, as follows:

a) Governmental Funds

General Funds

The General funds are the general operating funds of the Municipality.
It is used to account for all financial resources except those required
to be accounted for in another fund.

Spccial Revenue Funds

Special revenue funds are used to account for the proceeds of
specific revenue sources (other than special assessments,
expendable trusts, or major capital projects) that are legally restricted
to expenditures for specified purposes.

Debt Service Funds

Debt service funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principal,
interest, and related costs.

Capital Project Funds

Capital project funds are used to account for financial resources to be
used for the acquisition or construction of major capital facilities (other
than those financed by Proprietary Funds, Special Assessments
Funds and Agency Funds).

-9-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

b)

d)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Fiduciary Funds

Trust and Agency Funds

Trust and Agency Funds are used to account for assets held by the
Municipality in a trustee capacity or as an agent for individuals, private
organizations, other governments and/or other funds. Agency Funds are

custodial in nature (assets equal liabilities) and do not involve
measurement of results of operations.

Account Groups

Account groups are used to establish accounting control and
accountability for the Municipality's general fixed assets and general long-
term debt. The following are the Municipality's account groups:

i. General Fixed Assets Account Group

This group of accounts is established to account for all fixed assets
of the Municipality

ii. General Long-term Debt Account Group

This group of accounts is established to account for all long-term
debts of the Municipality.

Budgetary Control:
The Mayor submits and the Municipal Assembly approves, an annual
budget for each fiscal year beginning July 1 as well as any amendment

thereon. Appropriations in the Municipality budget consist of the
following:

i. General Fund appropriations for recurrent and ordinary functions of
the Municipality.

ii. Appropriations of Special Funds for specific purposes and for capital
improvements are, for the most part, authorized by separate laws and

40-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

2)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

do not require annual legislative budget authorization because they
are continuing appropriations.

Basis of Accounting

Governmental revenues and expenditures are recognized using the modified
accrual basis. Revenues are recognized in the accounting period in which
they become both measurable and available to be used to pay recorded
liabilities. Expenditures are recognized in the accounting period in which the
final liability is incurred, measurable, except for unmatured interest on
general long-term debt, which is recognized when due. Agency fund assets
and liabilities are accounted for on modified accrual basis.

To accrue the intergovernmental revenues, the legal and contractual
requirements of individual programs are used as a guide. Essentially, there
are two types of revenues. In one, the resources must be used in the
specific projects and purposes before the revenues are recognized by the
Municipality. Therefore, revenues are recognized based on recorded
expenditures and submitted to the granting agencies for reimbursements.
In the other revenues, resources are unrestricted as to purpose of
expenditures and are usually revocable only for failure to comply with
prescribed compliance requirements.

Licenses, fees, permits, fines and other revenues are recognized when
received.

Interest income is recognized and accrued in the accounting period in which
they are earned.

Encumbrances

Encumbrances represent commitments related to unperformed contracts for
goods or services. Encumbrances accounting (under which purchase
orders, contracts, and other commitments for the expenditure of resources
are recorded to reserve that portion of the applicable appropriation) is utilized
in the governmental funds. Encumbrances outstanding at a year end are
reported as reservations of fund balances and do not constitute expenditures

1
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

4)

5)

6)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

or liabilities because the commitments will be honored during the subsequent
year.

Total Column (Memorandum Only)

The amounts presented under this column represent the aggregate amount
of the different types of funds and account groups. The totals under this
column were not obtained from eliminations or consolidations, accordingly,
they do not present consolidated information.

Insurance

The Municipality has insurance coverage for their public facilities and certain
officials are covered by a fidelity bond. The Secretary of Treasury is the
person authorized to negotiate the insurance coverage of the Municipality.

Inventories

The General and Special Revenue Fund purchase office and printing
supplies, gasoline, oil and other items. The cost of current purchases is
recorded as expenditures.

Interfund Transactions

Interfund transactions represent operating transfers from a fund receiving
revenues to a fund through which the resources are to be disbursed.

Vacation and Sick Leave

Employees are entitled to 30 days vacations leave and 18 days sick leave
per year. Sick leave is recorded as an expenditure in the year paid.
Employees are entitled to payment of unused sick leave upon retirement if
have been employed for at least 10 years in the municipal government. On
July 1997, state Law 152 supra amended the Article 12.016, Section b (2) of
the Municipal Law, authorizing the Municipality to pay any excess of
vacations and sick leave accumulated over the maximum previously
permitted by law. Calculations must be made until December 31 of every

A9
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

year. Excess of sick leave must be paid until March 31 next every natural
year. Excess of vacations can be paid after July 1 of every fiscal year.

Reporting Entity

In evaluating the Municipality as a reporting entity, management has
addressed all potential component units which may or may not fall within the
Municipality's oversight and control and, as such, be included within the
Municipality's financial statements. The basic criteria for including a
component unit within the Municipality's reporting entity is the exercise of
oversight responsibility by the Municipality's Council. The specific criteria
used by the Municipality for establishing oversight responsibility are:

Manifestations of Oversight Responsibility

Selection of Governing Authority
Designation of Management
Ability to Influence Operations Significantly

Accountability for Fiscal Matters

Budgetary Authority
Surplus/Deficit
Responsibility for Debt
Fiscal Management
Revenue Characteristics

Factors other than oversight which may significantly influence the entity
relationship are

Scope of Public Service
Special Financing Relationships

The relative importance of each criteria is evaluated in light of specific
circumstances in order to determine which component units are to be
included as part of the reporting entity. Our specific evaluations of the
criteria applicable to the Municipality of Florida indicate that the reporting
entity consists of all funds and accounts groups included in the combined

13-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

balance sheet, therefore no organizations, activities or functions were
excluded from the reporting entity.

10) Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
related disclosures at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.

2. CASH AND SHORT-TERM INVESTMENTS
a. Cash in Bank and Concentration Risk

The amounts reflected as cash in the balance sheet represents the individual
funds' equity in pooled cash balance.

The Municipality maintains its cash accounts in one bank located in Puerto Rico.
Accounts are guaranteed by the Federal Deposit Insurance Corporation (FDIC)
up to $100,000. The following is a summary of the total insured by collateral
provided by bank and held by the Treasury Department of the Commonwealth of
Puerto Rico pursuant to applicable laws and regulations.

Insured by
Insured Collateral
by in Treasury
_ Total FDIC Department
Popular Bank $1.408.343 $100,000 $1.308,343

b. Cash with Fiscal Agents

An additional special tax of 1.25% of the assessed value of all real and personal
properties are levied by the Municipality. The proceeds of said tax are required
to be credited to the Debt Service Fund for payment of General Obligation Bonds
and Notes of the Municipality. The property taxes are collected by the Municipal
Revenues Collection Center as agent for the Municipality and are retained by the
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Government Development Bank for debt service purposes. At June 30, 2001, the
balance of cash retained by the Government Development Bank amounted to
$326,280.

The bond issued by the Municipality is administrated by the Government
Development Bank with a method of escrow system. At June 30, 2001, the
balance of cash retained by the Government Bank available for the acquisition of
real property and federal program amounted to $697.

PROPERTY TAXES

The Municipal Revenues Collection Center of the Commonwealth of Puerto Rico
(CRIM) is responsible by law for the assessment, levy and collection of all real and
personal property taxes. The tax on personal property is self assessed by the
taxpayer. The assessmentis made in a return which must be filed with the Municipal
Revenues Collection Center by May 15 of each year. The tax on real property is
assessed by the Municipal Revenues Collection Center. The assessment is made
as of January 1 of each year and is based on estimated current values of the property
as of the year 1957. The tax on personal property must be paid in full together with
the return on or before May 15. The tax on real property is due in two equal
installments in July 1 and January 1, following the assessment date.

The rates are 8.08% for real property and 6.08% for personal property. The
composition Is as follows:

Real Personal
Basic property 6.00% 4 00%
Additional special property - state 1.03% 1 03%
Additional special property - municipal 1.25% 125%
Discount made by state to taxpayer <_.20%> <_.20%>
Total 8.08% 6.08%

The “Additional special property tax - municipal” is restricted for debt service and
retained by the Government Development Bank for such purposes and it is recorded
as revenue in the Debt Service Fund when collected by the Municipal Revenues
Collection Center and reported to the Municipality.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

The “Additional special property tax - state” is collected by the Municipal Revenue
Collection Center for the payment of principal and interest of general obligation bonds
and certain other obligations issued by the state government.

Residential real property occupied by its owner is exempt by law from the payment
of property taxes on the first $15,000 of the assessed value. For such exempted
amounts, the Department of the Treasury assumes payment of the basic tax to the
Municipality, except for property assessed of less than $3,500, for which no payment
is made. Revenue related to the basic tax on exempt property is recorded in the
General Fund when payments are received from the Municipal Revenues Collection
Center.

Complete exemption from personal property taxes up to an assessment of $50,000
is granted to merchants with an annual volume of net sales less than $150,000.

[ he Municipal Revenues Collection Center advances to the Municipality an estimated

amount of the basic property tax levied on nonexempt property for each fiscal year.
Advances are repaid through actual collections from the taxpayers. The Municipal
Revenues Collection Center periodically informs the Municipality of the amounts
collected and applied to outstanding advances. The basic property tax advanced by
the Municipal Revenues Collection Center (nonexempt) is recorded as other financing
sources in the Municipality's General Fund and as an obligation in the General Fund.
To the extent that such taxes are collected and informed by the Municipal Revenues
Collection Center, they are recorded in the General Fund as revenue and as due to
the Municipal Revenues Collection Center.

MUNICIPAL LICENSE TAX

Municipal License Tax receivables are recorded in the fiscal year in which payment
1s due and, accordingly, represent taxes which are due and uncollected at June 30,
2001. The annual Municipal License Tax is determined based on the gross income
of all commerce and industrial organizations who have operations in the Municipality
of Florida, and are not totally or partially exempt under the Industrial Incentive Law of
Puerto Rico.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

An annual return of business volume should be filed on or before April 15 of each
year and payable in two equal installments due on July 1 and January 1. The rates
of municipal license in the Municipality of Florida are as follows:

Savings and loans associations = 1.50%
Financing institution = 1.50%
Other organizations = .50%

The amounts collected in advance are recorded as deferred revenues in the General
Fund. The Municipality invoiced and collected in advance during the current year
$106,136, corresponding to the next fiscal year municipal license.

INTERGOVERNMENTAL REVENUES

Intergovernmental revenue sources consist of contributions received from certain
quasi-public corporations of the Government of Puerto Rico, such as the Water and
Sewer Authority the Electric Power Authority and from certain federal agencies, such
as U.S. Department of H.U.D., U.S. Department of Health and Human Services and
U.S. Department of Labor.

GENERAL FIXED ASSETS

General fixed assets have been acquired for general governmental purposes. Assets
purchased are recorded as expenditures of the various governmental funds and
capitalized at cost, or, if donated, at their estimated fair market value at time of
contribution in general fixed assets accounts group. Maintenance, repairs and minor
renewals are expended as incurred. Asset dispositions and retirements are informed
monthly to the Department of Treasury and written-off after authorization of that
department. Depreciation is not provided on general fixed assets. Public domain or
infrastructure, such as roads, streets, gutter, curbs, sidewalks, and drainage, is not
recorded in this group of accounts. The Municipality has not maintained adequate
records for its Fixed Assets, and management was not able to make an assertion as
to the completeness of the General Fixed Assets Account Group. However, the
Finance Department at present is in the process of updating these records in order
to maintain a proper system in is future.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

The Municipality's management has estimated its real property and other fixed assets

as follows:

Real property
Vehicles, equipment, and furniture

Total general fixed assets

DUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencies:

General
Fund
Authority of Electric Energy $413,566
Labor Department 171,141
State Insurance Fund 42,877
OCAM (SBGP)
CRIM 40,285
Sendec -
Total $667,869

DUE FROM (TO) OTHER FUNDS

$5,951,328
3,377,224

$9,328,552

Special

Revenue

Fund Total

$ - $413,566
171,141
42,877

77,068 77,068
40,285

22,860 22,860

$99,928 $767,797

Represents the amount due between funds. At the end of the fiscal period, the
unpaid or unsettled amounts of these types of inter-fund transactions are reported as
inter-fund receivables (due-from) and inter-fund payable (due-to) balances.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

The due from and due to other fund balances as of June 30, 2001, are as follows:

Due from Due to
Other Fund Other Fund

General Fund

General Fund $ 544,382 $ 544,382
Special Fund 215,496
Capital Project Fund 597,482

Special Revenue Fund

General Fund 215,496

Capital Project
General Fund 597,482

$1,357,360 $1.357,360

DUE TO OTHER AGENCIES

The composition of this account is as follows:

Special
General Revenue
Fund Fund Total
Water and Sewer Authority $ 20,433 $ - $ 20,433
Electric Power Authority 339,133 339,133
General Service Administration 1,536 1,636
Retirement System 13,956 13,956
Labor Department 52,077 52,077
Puerto Rico Telephone Company 53,005 53,005
Treasury Department 13,488 13,488
HUD-Section 8 - 27.876 27.876
Total $493,628 $27.876  $521.504
-19-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

GENERAL LONG-TERM DEBTS

The general long-term debts’ transactions as of June 30, 2001 are as follows:

Balance July 1, 2000 $4,482,223
Additions for the year 120,709
Payments ( 263,736)
Adjustments (__23.185)

Balance June 30, 2001 $4,316,011

General long-term debt obligations at June 30, 2001 are as follows:

Bonds

1996 series, $375,000 payable in annual installments of $65,000

to $85,000 until 2001; with interest at 4.70% until 6.63%. $ 85,000

1999 series, $230,000 payable in annual installments of $25,000

to $40,000 until 2006; with interest at 6% until 7%. 175,000
260,000

Notes Payable
1996 series, $400,000 payable in annual installments of $10,000

to $40,000 until July 1, 2016 with interest at 6.63% until 8.00%. 355,000
355,000

Other

Property tax advance - Prior year, payable in monthly installments

of $603.57, until April 1, 2010. 65,185

$120,709 due to the Department of Labor - Unemployment Division,

payable in annual installments of $33,228 until July 1, 2002. 85,864
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Payment plan with Treasury Department related with some
legal claims to cover damage as per final settiement. This
debt was agreed to be payable in 120 monthly instaliments
of $1,917, beginning in October 1, 1998.

Payment plan with Treasury Department related with income
contributions. This debt was agreed to be payable in 59
monthly installments of $825, and a final installment of
$874, beginning in March 1, 1999, with a first payment of
$5,000.

Property tax advance - 1998-99 in monthly installments of
$19,529 approximately until 2005.

Property tax advance - 1997-98 in monthly installments of
$22,214 approximately until 2004.

Property tax advance - 1996-97 in monthly installments of
$36,790 approximately until 2000.

Property tax advance - 1999-00 in monthly installments of
$18,725 approximately until 2006
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26,449
1,171,724
1,043,120

18,395
1,123,524

3,701,011

$4,316,011
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

The annual requirements for the amortization of general long-terms at June 30, 2001,
are as follows:

Year Ended
June 30, Amount

2002 $ 947,380
2003 848,985
2004 831,915
2005 782,718
2006 544,292
2007-2011 185,721
2012-2016 140,000
2017-2021 35,000

$4,316,011

As described in Note 3, the Municipality levies an annual special tax of 1.25% of the
assessed value of real property. The proceeds of this tax are required to be credited
to the Debt Service Fund for payment of general obligation bonds and notes of the
Municipality. The property taxes are collected and retained by the Municipal
Revenues Collection Center as agent for the Municipality.

RETIREMENT PLAN

a. Plan Description

The Employee’s Retirement System of the General Government of Puerto Rico
and its Instrumentalities (ESR) is the administrator of a cost-sharing multiple-
employer retirement system established by the Commonwealth of Puerto Rico.
The System was created under the ACT 447, approved on May 15, 1951, as
amended, and became effective on January 1, 1952. ERS covers all regular
employees of the Commonwealth of Puerto Rico and its instrumentalities and of
certain municipalities and components units not covered by their own retirements
systems.

Participation is mandatory except for members of the Legislature, Government
Secretaries, Heads for Agencies and Public Instrumentalities, Assistants to the
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Governor, the Comptroller of Puerto Rico, Gubernatorial Board and Committee
appointees and Experimental Service Station employees.

The Systems provides retirement, death and disability benefits. Disability
retirement benefits are available to members for occupational and non-
occupational disabilities. Retirement benefits depend upon age at retirement and
number of years of credited service. Benefits vest after ten years of plan
participation.

Members who have attained an age of at least fifty-five (55) years and have
completed at least twenty-five (25) years of creditable service of members who
have attained an age of at least fifty-eight (58) years and have completed at least
fifty-eight (58) years and have completed at least ten (10) years of creditable
service, are entitled to an annual benefit, payable monthly for life.

The amounts of the annuity will be one and one-half percent of the average
compensation multiplied by the number of years of creditable service up to twenty
years, and 2 percent of the average compensation multiplied by the number of
years of creditable service in excess of twenty years. In no case the annuity will
be less than $200 per month.

Participants who have completed at least thirty (30) years of creditable service are
entitled to receive the Merit Annuity. Participants who have not attained fifty-five
(55) years of age will receive 65% of the average compensation or if they have
attained fifty-five (55) years of age will receive 75% of the average compensation.
Disability retirement benefits are available to members for occupational and non-
occupational disability. However, for non-occupational disability a member must
have at least ten (10) years of service.

No benefit is payable if the participant receives a refund of his accumulated
contributions.

. Contribution Requirements

Commonwealth legislation requires employees to contribute 5.775% of gross
salary up to $6,600 plus 8.275% of gross salary in excess of $6,600. The
Municipality contributions are 9.275% of gross salary. Contributions’ requirements
are established by law. The actuarially determined contribution requirement and
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

contributions actually made for the year ended June 30, 2000 was $163,339. The
Municipality’s payroll for employees covered by ESR was $1,761,067. The
Municipality total payroll for all employees was $3,243,881.

. Trend Information

Trend information gives an indication of the progress made in accumulating
sufficient assets to pay benefits when due. Information on funding progress for
the three last years is presented below:

2001 1999 1998

Net assets available for benefits as a
percentage of total pension benefit obligation N/A N/A N/A

Unfunded pension benefit obligation as a
percentage of annual covered payroll N/A N/A N/A

Employer contributions (not actuarial
determined) as a percentage of annual
covered payroll 9% 9% 9%

N/A = Not available
Trend information prior to 1998 is not available

For a ten-year trend information, refer to the separately issued financial
statements of the Employee’s Retirement System as of and for the year ended
June 30, 2001.

12. CONTINGENCIES

a. The Municipality receives Federal Grants for specific purposes that are subject to

review and audit by the grantor agencies. Although such audits could generate
expenditure disallowances under the terms of the grants, management believed
that any required reimbursements would not be material.

. The Municipality is a defendant and/or co-defendant in various lawsuits which

claims for actual damages. Some of these lawsuits are covered by insurance.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

The Municipality's management and counsels believe that any potential liability
that might exist, if any, in excess of the insurance, will not affect significantly the
financial position of the Municipality.

COMMITMENTS
The Municipality of Florida had several outstanding or planned construction projects
as of June 30, 2001. These projects are evidenced by contractual commitments with

contractors. The construction projects of the Municipality are commitments of the
Capital Projects’ funds that amounts to $490,046.

LEASES
Leasing arrangements with the Municipality as lessor are as follows:

a. The Municipality leases spaces in its market place and facilities under operating
lease agreements with terms ranging from one to five years.

b. Totalincome from leases during the year ended June 30, 2001 was approximately
$112,350.

c. The Municipality retains title to its leased property. The lessee pays taxes,
municipal license taxes, insurance, and maintenance costs of the leased assets.

Leasing arrangement with the Municipality as lessee:

The Municipality is obligated under noncancellable operational leases, with periods
not longer than one year.

BUDGETARY COMPARISONS

As described in Note 1, the statement of revenues and expenditures budget and
actual was prepared in accordance with the budgetary basis. This method is not in
accordance in some aspects with generally accepted accounting principles.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

The principal difference between budgetary basis and generally accepted accounting

principles, are as follows:

a. The encumbrances are recorded as expenditures in the budgetary basis instead

of as a reserve of the fund balance.

b. The advances of property taxes are recorded as revenues in the budgetary basis
instead as other financing sources, as required by generally accepted accounting

principles.

c. Under generally accepted accounting principles, the collection of property taxes
through Municipal Revenue Collection Center is recorded as revenue and at the
same time, such amount is recorded as expenditure and applied to previously
advanced taxes when they are notified to the Municipality. In the budgetary basis,
said revenues are recorded as revenues when the advances are received.

The necessary adjustments to reconcile the revenues and expenditures at the end
of the year from the generally accepted accounting principles to budgetary basis, are

as follows:

Revenues

Generally accepted accounting principles basis $5,373,008

Plus current year encumbrances recorded as
expenditures on the budgetary basis -

Less prior year encumbrances recorded as
expenditures on the GAAP basis -

Plus advances of property taxes recorded
as revenue on the budgetary basis 273,567

Plus transfer in/out 11,832
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Revenues Expenditures

Less collection of property taxes (not
exonerated), recorded previously as
revenue by the Municipality when received
and deducted from the advances payable

to the Treasury Department _ ($ 273,567) ($ 273,567)
Revenues and expenditures not recorded as

revenue or expense on the budgetary basis (_673.131) (_896,705

Budgetary basis $4.711,709 $4,244 593

The budget prepared for each of the special revenue funds is based on a program
period which is not necessarily the same fiscal year of the Municipality. Accordingly,
it is not practical to present an annual comparison of budget and actual for the
Special Revenue Fund.

The Municipality budget is amended by the majority vote of the Municipal Assembly.
Said amendments are included in the budgetary basis.

MUNICIPAL SOLID WASTE LANDFILL CLOSURE

The Municipality owns and operates a landfill located in the southern portion of the
Municipality. State and federal laws will require the Municipality to close the landfill
once its capacity is reached and to monitor and maintain the side. The most recent
engineering study (1998) revels that the landfill can operate for the next five years.

The Municipality is realizing some improvements to the landfill in order to comply with
some local regulations. The costs are being financed with federal funds. The total
estimates of the closure and post-closure cost of the landfill has no been
determinated and accounted as required by generally accepted accounting principles
as of June 30, 2001.
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MUNICIPALITY OF FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

SUBSEQUENT EVENT
The New Governmental Financial Reporting Model

In June 1999, the Governmental Accounting Standards Board (GASB) unanimously
approved the issuance of the long-awaited statement on the financial reporting model
project. GASB No. 34, “Basic Financial Statements-and Management's Discussion
and Analysis-for State and Local Governments,” makes dramatic changes to the way
state and local governments report their finances to the public. Issuance of the
statement is the culmination of an extended due process period, including the
issuance of a preliminary views document and exposure draft and conducting public
hearings and focus groups.

Under the new reporting model, general purpose governments must present the
following basic financial statements and required supplementary information (RSI) to
be in accordance with generally accepted accounting principles:

Management's discussion and analysis.

Government-wide financial statements.

Fund financial statements.

Notes to the financial statements.

RS, including budgetary comparison schedules, infrastructure condition data, and
other data required by previous GASB pronouncements, if applicable.

Pooow

The Statement will first be effective for governments with annual revenues exceeding
$100 million for fiscal years beginning after June 15, 2001; for those with revenues
of $10 million to $100 million, years beginning after June 15, 2002; and for those with
revenues of less than $10 million, years beginning after June 15, 2003.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Federal Grantor Pass/Through
Grantor/ Program Title

U.S. Department of Housing and Urban
Development
Direct Programs
Section 8 Vouchers
Pass-through Commonwealth of Puerto Rico/
Commissions Office of Municipal Affairs
Community Development Block Grant-States
Program
SBGP

Subtotal U.S. Department of HUD

U.S. Department of Health and Human
Services
Pass-through the Puerto Rico Elderly
Commission
Special programs for aging Title Il
Part C, Nutrition Services

Subtotal U.S. Department of HHS
U.S. Department of Agriculture
Pass-through Governor's Office of Child
Services and Community Development:
Child and Adult Care Food Program

Subtotal U.S. Department of Agriculture

-29-
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Federal
Disbursements/

Expenditures

$ 146,667

970,414

1,117,081

19,632

19,632

254,380

254,380



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Federal Grantor Pass/Through CFDA
Grantor/ Program Title : Number
U.S. Federal Emergency Management Agency
(FEMA)
Public Assistance Grants 83.544

Subtotal U.S. FEMA
U.S. Department of Justice
Pass-through the Governor’s Office of Community
Oriental Policing Services
Trops to Cops 16.711

Subtotal U.S. Department of Justice

U.S. Department of Commerce
Economic Development Assistance 11.303

Subtotal U.S. Department of Commerce

TOTAL
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Federal
Disbursements/

Expenditures

$__113.680

113,680

127,995

127,995

314,228

314,228

$1,946,996
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards is a summary of the
activity of the Municipality of Florida’s federal award programs presented on the
modified accrual basis of accounting in accordance with generally accepted
accounting principles. A reconciliation of amounts included in the Schedule of
Expenditures of Federal Awards and the General Purpose Financial Statements
(Special Revenue Fund) follows:

Expenditures

Total federal expenditures per schedule $1,946,996

Total non federal expenditures accounted
for in the Special Revenue Fund of the
General Purpose Financial Statements _ 16,639

Total expenditures accounted for in the
Special Revenue Fund of the General
Purpose Financial Statements $1.963.635
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INDEPENDENT AUDITORS’' REPORT
ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT
OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor
and Municipal Assembly

Municipality of Florida

Florida, Puerto Rico

We have audited the financial statements of the Municipality of Florida as of and for the
year ended June 30, 2001, and have issued our report thereon dated November 8, 2001,
which was qualified because insufficient audit evidence exists to support Municipality of
Florida’ disclosures with respect to the general fixed assets balances. Except as discussed
in the preceding sentence, 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.

Compliance

As part of obtaining reasonable assurance about whether the Municipality of Florida’s
general purpose financial statements are free of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts and grants,
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 test disclosed no instances of noncompliance that are required
to be reported under Government Auditing Standards.
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Internal Control over Financial Reporting

In planning and performing our audit, we considered Municipality of Florida's intemal
control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on general purpose financial statements and not to
provide assurance on the internal control over financial reporting. However, we noted
certain matters involving the internal control over financial reporting and its operation that
we consider to be reportable conditions. Reportable conditions involve matters coming to
our attention relating to significant deficiencies in the design or operation of the internal
control over financial reporting that, in our judgment, could adversely affect the Municipality
of Florida's ability to record, process, summarize, and report financial data consistent with
the assertions of management in the general purpose financial statements. Reportable
conditions are described in the accompanying schedule of reportable conditions and
recommendations as items from 01-1 to 01-2.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the general purpose
financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. Our
consideration of the internal control over financial reporting would not necessarily disclose
all matters in the internal control that might be reportable conditions and, accordingly,
would not necessarily disclose all matters reportable conditions that are also considered
to be material weaknesses. However, we believe that none of the reportable conditions
described above is a material weakness. We also noted other matters involving the
internal control over financial reporting, which we have reported to management of
Municipality of Florida, in a separate letter dated November 30, 2001.

This report is intended solely for the information and use of the audit committee,
Commissioner Office of Municipal Affairs, managementand the 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
November 8, 2001

The stamp 1762071 was affifs
to the original of this report.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF REPORTABLE CONDITIONS AND RECOMMENDATIONS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

ACCOUNTING SYSTEM

We noted that the Municipality of Florida is not keeping an accounting system as
required by General Accepted Accounting Principles at present time, the Municipality
records the transactions in the general, capital project and special funds. These
funds are kept under the cash basis method. Also, the system used to record the
purchase orders and contracts are not adequate; because does not provide for a
segregation between the account payable and the encumbrances. In order to
prepare the combined financial statements, we realized several adjusting entries to
convert them to a modified accrual basis of accounting.

Recommendation

We recommend the Municipality of Florida that in coordination with the Municipal
Revenue Collection Center and the Commissioner Office of Municipal Affairs,
implement an accounting system which should provide the following.

That the Municipality's operations are accounted for through several separate funds
and account groups, accounting in each of them the related assets, liabilities, and
equity and other balances. The individual funds should be summarized in a
combined financial statements by fund category. The Municipality should use the
general purpose financial statements based on the following fund and accounts
groups:

a. Governmental Funds

Governmental funds are used to finance most of the governmental functions. The
sources and uses of resources available are systematically registered through the
statement of changes in fund balances and not through the determination of net
income. The different types of governmental funds are as follows:

1) General

This is the operational fund for the Municipality. It accounts for all financial
resources except those required to be accounted for in another funds.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF REPORTABLE CONDITIONS AND RECOMMENDATIONS

(CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

2) Special revenue

Is used to account for the proceeds of specific revenue sources (other that
expendable trust or mayor capital projects) that are legally restricted for
expenditure for specified purposes.

3) Debt service

Is used to account for the accumulation of resources for, and the payment of,
general long-term debt, principal, interest and related costs.

4) Capital project

Is used to account for financial resources to be used for the construction or
acquisition or major capital facilities (other than those financed by proprietary
and trust funds).

The resources that come from bonds and notes are registered as other financial
resources in the Capital Project Funds. The expenditures related to the projects
are incurred after the bonds and note issuances.

So, the Capital Project Funds can reflect an excess of expenditures over revenues
and other resources.

. Proprietary Fund

Is used to account for operations financed and operated similar to business,

- whose main objective is the determination of net income. The main objective of

this type of fund is to match income with expenses and deriving profits.
Depreciation accounts are also used in this type of fund.

. Trust and Agency Fund

Is used to account for assets held by the Municipality Agency, in the trustee’s
capacity or as agent whose main responsibility is to ascertain that those assets
are disposed of as prescribed by the individual or other governmental unit.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF REPORTABLE CONDITIONS AND RECOMMENDATIONS
(CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

d. Account Groups

Accounts groups are not funds. The same should be used to establish accounting
controls and to account for General Fixed Assets and General Long-term Debt.

1) General Fixed Assets accounts group

Is used to provide accounting over general fixed assets, except those already
recorded in the proprietary and Trust Funds.

2) General Long-term Debt accounts group

Is used to provide accounting control over General Municipal Long-term Debt;
except those accounted in the Proprietary and Trust Funds.

The Municipality's accounting system should provide for the segregation of the
encumbrances from accounts payable. Encumbrances represent commitments
related with a service to be received or a good to be acquired. This amount
should be accumulated in an account named Fund Balance Reserved for
Encumbrances at the time the purchase order is issued. The amount of
Encumbrances should be reserved for each fund balance since no bilateral
agreement exists. The accounts payable and accrued expenses should be
recorded when the debt is incurred and the amount is determinable.

2. FIXED ASSETS
During the audit we noted that:

a. The additions to the property ledger had been recorded on a cash basis, instead
on the accrual basis.

b. There is no supervision process established in order to verify if each department
keeps adequate control of the property that is under their responsibility.

c. Expenditures for financing charges of issued long-term debts, and financing
charges related to property, plant and equipment had not been recorded in the

property ledger.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF REPORTABLE CONDITIONS AND RECOMMENDATIONS
(CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

d. There is no supervision process to verify if each department keeps adequate
control of the inventory.

Recommendation

To improve the internal controls in the area of property, the following procedures
should be implemented by the Property Custodian in coordination with the Finance
Director:

a. Itis recommended to take a physical inventory once a year. Any discrepancies
found should be investigated and proper action taken.

b. The Department of Property must perform periodical surprise physical
observations and/or verification of the related assets to determine their existence
and condition.

c. The Department of Property must record the expenditures for financing charges
of issued long-term debts.

d. It is recommended to reconcile periodically the expenditures recorded by the
Finance Department and the amount recorded by the Department of Property.
Any discrepancies found should be investigated.
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" INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH

- REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
i AND INTERNAL CONTROL OVER COMPLIANCE

IN ACCORDANCE WITH OMB CIRCULAR A-133

B To the Honorable Mayor
and Municipal Assembly

Municipality of Florida

Florida, Puerto Rico

i Compliance

We have audited the compliance of Municipality of Florida with the types of compliance
| requirements described in the U. S. Office of Management and Budget (OMB) Circular A-
| 133 Compliance Supplement that are applicable to each of its major federal programs for

the year ended June 30, 2001. Municipality of Florida’s major federal programs are
1 identified in the summary of auditor’s results section of the accompanying schedule of
i 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 Florida's management. Our responsibility is to express and opinion on
- Municipality of Florida's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally

o accepted in the United States of America; the standards applicable to financial audits
_ contained in Govemment Auditing Standards, issued by the Comptroller General 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 Florida'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 does not
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provide a legal determination on Municipality of Florida’s compliance with those
requirements.

In our opinion, Municipality of Florida 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, 2001. However, the results of our auditing procedures
disclosed instances of noncompliance with those requirements that are required to be
reported in accordance with OMB Circular A-133 and which are described in the
accompanying schedule of findings and questioned costs as item 01-1 to 01-2.

Internal Control over Compliance

The management of Municipality of Florida is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts
and grants applicable to federal programs. In planning and performing our audit, we
considered Municipality of Florida' s interal 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 and to
testand report onintemal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose
all matters in the internal control that might be material weaknesses. A material weakness
is a condition in which the design or operation of one or more of the internal control
components do not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that would be material
in relation to a major federal program being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions.
We noted no matters involving the internal control over compliance and its operation that
we consider to be material weaknesses.

This report is intended solely for the information and use of the audit committee,
Commissioner Office of Municipal Affairs, management and the 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.

o ” &I\:l\h}\gk.\\}\h\ W\,

£.99=0

San Juan, Puerto Rico
November 8, 2001

The stamp 1762072 was affi
to the original of this report.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

SUMMARY OF AUDIT RESULTS

a.

h.

The auditors’ report expresses a qualified opinion on the financial statements of
the Municipality of Florida.

There were reportable conditions on internal controls.

No instances of noncompliance material to the financial statements of Municipality
of Florida were disclosed during the audit.

There were no reportable conditions on internal controls over major programs.

The auditor’s report on compliance for the major federal award programs for
Municipality of Florida express an unqualified opinion.

Audit findings relation to the major federal award programs for Municipality of
Florida are reported in number 3 of this schedule.

The programs tested as major programs included:
SBGP - CFDA No. 14.228
The threshold for distinguishing types A and B programs was $300,000.

Municipality of Florida was determined to be a low-risk audit.

FINDINGS - FINANCIAL STATEMENTS AUDIT

See Schedule of Reportable Conditions and Recommendation on pages 34 to 37.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

3. FINDINGS AND QUESTIONED COSTS -MAJOR FEDERAL AWARD PROGRAM

AUDIT
Questioned
Program Finding/Noncompliance Costs
SBGP Condition 01-1
CFDA
No. 14.228 The program did not comply with the procedures $_-0-

require for minimizing the time elapsing between
the transfer of funds from the U.S. Treasury and
disbursement by grantees.

Cause

The program does not have adequate control
procedures for the cash management.

Effect

This condition causes that the program not
comply with the law.

Criteria

Federal Regulations require that grantee will
conform to the standards of timing and amounts
as applicable to advances by federal agencies.
Amount requested should be limited to the
program’s immediate needs.

Recommendation
The disbursements of funds should be made for
not more than three days after received, in order

to comply with the cash management
requirement.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Questioned
Program Finding/Noncompliance Costs
SBGP - Condition 01-2
CFDA
No. 14.228 During the audit, we verified the payrolls $_-0-

submitted by the contractors. These payrolls are
necessary to compare with the interviews, but,
the interviews were not available for examination
for the projects “Municipal Theater Construction”
and “Multiple Use Construction Phase I." In
addition, the payrolls had some errors that show
us its were not verified by federal programs
personnel.

Cause

The program has not adequate control
procedures.

Effect

This condition causes that the program not
comply with the regulations established.
Criteria

The Davis Bacon Act establishes that the entity
received federal funds for construction projects
must ensure the contractors paid prevailing
wages' rates.

Recommendation

We recommend assigning a personnel to verify
the payroll and realized the interviews to the
employees, and then compare its to verify the
salary wages are according to law.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

During the current examination, follow-up was given to the findings informed to the
Municipality in prior years. It was noted that corrective action has been taken, except for
certain conditions that still exist and require further action. These are included in the

accompanying Schedule of Prior Year Audits Findings and Questioned Costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Program Finding/Noncompliance Status
SBGP ‘Condition 00-1

CFDA No. 14.228
The program maintains high balance in cash.  Condition still

continues.
SBGP Condition 00-2
CFDA
No. 14.228 The program paid 50% of the 10% retained of Condition was

two different projects without the corrections of  not observed.
some deficiencies.

SBGP Condition 00-3

CFDA

No. 14.228 The State Insurance Fund Policy was due at Condition was
the moment the works were made. not observed.
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CORRECTIVE ACTION PLAN

November 8, 2001

Cognizant or Oversight Agency for Audit:

Municipality of Florida respectfully submits the following corrective action plan for the year
ended June 30, 2001

Name and address of independent public accounting firm: Ortiz Rodriguez, Rivera & Co.,
Suite 152, PO Bpx 70250, San Juan, Puerto Rico 00936-7250.

Audit period: Fiscal year ended June 30, 2001
The findings from the June 30, 2001 schedule of findings and questioned costs are
discussed below. The findings are numbered consistently with the numbers assigned in

the schedule.

FINDINGS -FEDERAL AWARD PROGRAM AUDITS, DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

Finding 01-1: SBGP - CFDA 14.228

Reportable Condition: See Condition 01-1

Recommendation

The disbursements should be made for not more than three days after received the
federal funds, in order to comply with the cash management requirement.




=i
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Action Taken

The Municipality established a disbursement procedure on which the disbursements were
realized into the required labor days after received the federal funds, in order to comply
with the regulations.

Finding 01-2: SBGP - CFDA 14.228

Reportable Condition: See Condition 01-2

Recommendation

The Municipality should assign personnel to verify the payroll and to realize the interviews
to the employees, and then compare its to verify the salary wages are according to law.

Action Taken

The Municipality assigned personnel to be responsible for these duties, in order to
comply with the regulations.

If the Cognizant or Oversight Agency for Audit has questions regarding this plan, please
call Mrs. Xiomara Pagan Sotomayor at (787) 822-3514.

Sincerely yours,

Vo, .k

Xiomara Pagan Sotomayor
Finance Director
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AUDITS OF STATES, LOCAL GOVERNMENTS, AND NON-PROFIT ORGAR [ZATIONS
for Fiscal Year Ending Dates On or After January 1, 2001 |

. ! A "EEEILIRLN Federal Audit Clearinghouse

’ Complete this form, as required by OMB Circular'A-133, *Audits 1Z01 E. 1¢-th Streat

of States, Local Governments, and Non-Profit Organizations. Joffarzanullle, IN 47122

m GENERAL INFORMATION (To be campleted by auditee, except for Itein 7) {
1. Fiscal periad ending date for this submission : 2. Type of Circular A-133 audit | i

Month, Day Year  Fiscal Perlod End Dates Must
06 / 30 / 2001 BeOn or After January 1, 2001
3.'Audit‘perlod coverad” ik "* R
-1 Kl Annual a[] Other— Months
2] Biennial -

1[{ISingle audit  2[] Progran -specific audit
FEDERAL 4. D|ata 'recre:iv:ad by Federal =~ -
aringnonse
GOVERNMENT |  ©8"n9noy

USE ONLY J

6. Employer Identification Number (EIN)

616|0]|4]3]|410|5(5

a. Aytiitea EIN

b. Are multiple EINs covered in this report? i

If Part I, Itern 5b = "Yes." complete Part I, lt¢m 5¢
{Complete the continuation sheet on Page 4/

10 Yes 2 No

6. AUDITEE INFORMATION

| 4 :
7. AUDITOR INFORMATION (7o e cﬂmprted by auditor)

a, Auditee name
Municipality of Florida

b. Auditee address (Number and street)

( Florida )

L State 2IP + 4 Code

a. Auditor name i

|
Ortiz BQdI:i?IE? Rivera & Cd.
b. Auditor addrase {Number and street) |
Suite 152 P.0. Box 7(250 |
City i
San Juan |
State

ZIP + 4 Codal !

Puerto Rico o[0l6]5101 "+ Puerto Rico DIO{9 36717121510
<. Auditee contact ¢. Auditor contact

Name Nama

Xiomara Pagan CPA Maxco A. Rivera

Titl

FT'J’?I:EIICE Diresctor Pa.;tne]-_-
d. Auditee contact telaphone d. Auditor contact telephone

{787 ) 822-2410 (787) 756 — 8524
e. Auditee contact FAX (Optional) e. Auditor contact FAX {Option.3l)

( 787) 822 —3018 (787) 274 — 0562

f. Auditee contact E-mail (Optional)

f. Auditor contact E-mail (Optii\nal)

g. AUDITEE CERTIFICATION STATEMENT - This is
to cartify that, to the best of my knowledge and
belief, the auditee has: (1) engaged an auditor to
perform an audit in accordance with the provisions of
OMB Circular A-133 for the period described in Part |,
lterns 1 and 3; (2} the auditor has completed §uch
audit and presented a signed audit repornt which
states that the audit was conducted in accordance
with the provisions of the Circular; and, (3) the
information included in Parts L, Il, and il of this data
collection form is accurate and complete. | declare
that the foregoing is true and correct.

Signature of certifying offigial Date
Month Day Year
>(__/.,-le orleoldz

Printed Name/Title of certifying official
Xiomara Pagan. Finance Director

L

g- AUDITOR STATEMENT - The data elements and
information included in this lorm are limited to those
prescribed by OMB Cireular ‘A-133. The information
included in Parts Il and 1l of the form, bxcert for
Part lll, ltems B, 9, and 10, wils transfen]red rom the
auditor’s report(s) for the pe:iod described in Part |,
ltems 1 and 3, and is not a rubstituts for such
reparts. The auditor has not barformed any auditing
procedures since the date of the auditer’s report(s). A
copy of the w:u:u:n-lin?l Packag{P required by OMB
Circular A-133, which includi's the complete auditor’s

report(s), is available in its e‘tirety from the audites

at the uddress“ﬁhrnvided in Plirt | of thig f As
required by OMB Circular A“}33, the information in

Pares 1 and It1 of this form vas enterad in thiz form

by the auditor based on infaimation i

reporting package. The auditpr has not perforn .

any additional auditing proci}dures in connaction with

the completion of this form.

Signature of auditor

Oty Rebiiyuis R}
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GENERAL INFORMATION ~ Continued

i

8. Did the auditee expend more than $25,000,000 in Federal awards durmg the tiscal year? (Mark (X) bne box) |
23 No - SKI’P to Partil, l’n m 1

1[0 Yes - Identify Cognizant Agency in Part |, Item 9

9. Indicate which Federal awarding agency provided the predominant amount of d|ract fundmg in fi cal year 2000,

(Mark (X} one box) However, if cognizance has been reassigned. see instructions.

02 [ Agency for International 81 L] Energy 14[J Housing and Urban
Davelopment 66 (] Environmema% Protection Development

1w Agriculture Agency 15 ] Interior

110 Commerce 8a[] Federal Emergency 18 (1 Justice

12 Defense Management Agency 17 (3 Labor

84 [0 Education 93 [0 Health snd Human Services

a7l tj Nammj! Science
ii Foundduon

20l 1 Transpértation
(1 Other - Specify:

PART I FINANCIAL STATEMENTS (To be completed by auditor)

1. Type of audit report  (Mark (X} one box)

100 Unqualified opinion 2 (8 Qualified opinion 3] Adverse opinion

O Disclagmer of opinion

2. s a "going concern”® explanatory paragraph included in the audit report?

10 Yes *{[Z] No ]

3. Is a reportable condition disclosed?

1[I Yes §C1No - SKIP to tem 5

4. 1s any reportable condition reported as a material weakness?

10] Yes {li Eno

B. Is 8 material noncompliance disclosed?

10Yes {EINo

DAR

FEDERAL PROGRAMS (To be completed by suditor)

1, Type of audit report on major program compliance

18 Unqualified opinion 2[J Qualified opinion 3 [ Adverse opinion

.

«0 Disnla:Jrner of offinion

2. Does the auditor's report include a statement that the auditee's financial statements
include departments, agencies, or other arganizational units expending grestar than
$300,000 in Federal awards that have separate A-133 audits which are not inciuded i
in this audit? (AICPA SOP 98-3 chaptey 38) 100 Yes 2% No
3. Whatis the dollar threshold to distinguish Typa A and Type B programs? (§___ _520(b)) $ 3001'000
4. Did the auditee qualify as a low-risk auditea? (§___ .530) 10K Yes ¥ CINe 3
5. Is a reportable condition disclosed for any major program? (§ ___ .610(a)(1)) 1K Yes },D No - $K!P to item 7
6. Is any reportable condition reported as a material weakness? (8 ___ .510(a){1)) 1[J Yes l XINo
7. Are any known questionad costs roported? (5 __ .510{a)(3} or {4)) 10Yes YEINo
8. Was a2 Summary Schedule of Prior Audit Findings prepared? (§___.315(b}) 1 Yes EiD No

9.

Indicate which Federal agencylies) have current year audit findings related to direct fundin

or plior audit findings

shown in the Summary Schedule of Prior Audit Findings related to direct funding. (Mark (XJ ail t. t apply or None)

83 L] Federal Emergency
Management Agency

39 [J General Services
Administration

93 [J Health and Human Services

02 [J Agency for International
Development

10 ] Agriculture

23 Appalachian Regional
Commission

43[] National Aeronautics and o' D Social Security
Space Administration g

89 ] National Archives and
Records Administration

Administration
[ State
2] Transportation

b,

110 Commerce

94 ] Corporation for National
and Community Sarvice

120 Defense
84 (1 Education
810 Energy

66 (] Environmental
Protection Agency

14 B Housing and Urban
Development

g3 [J Institute for Museum
Services

15 [] Interior

16 0 Justice

17 [ Labor

] Legat Services Corp

os (] National Endowrnent for
the Ants

06 1 National Endowment for
the Humanities

a7 [J National Science
Foundation

o7 [J Office of National Drug
Control Policy

59 (] Small Bysiness
Administration

Each agency identified is required to receive a copy of the reporting package.
In addition, one copy each of the reporting package is required for:

s the Faderat Audit Clearinghouse archives . . .
+ and, if not marked above, the cognizant agency (if identified in Pan I Itern g} .

Count total number of boxes marked above and submit this number of reporting packages [

= oan -

--------------

.-auuoa‘{

[ Treasury

O uniteg States
Inforrhation Agency

[J Othert- Specify:

_/

Page

2

¥
:
I
i

%
&

FORM SF-SAC (3-20-70011
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o]
Y PARTI FEDERAL PROGRAMS - Continued S
=
g 10. FEDERAL AWARDS EXPENDED DURING FISCAL YEAR 11. AUDIT FINDINGS i
(3}
o CFDA Numbar R rch ot
% e:?:j Name of Federal Amount Direct Major :g“‘i;"jﬁge A‘:gf‘;:;’,‘.,‘,’,';" G
g FAadgra] : develop- program expended award program raqu]rament[s? numberis} W
=| Agency | Extansion? ment
Prefix ! 5 {b) (e} {d] {a} if ta} {b)

I[ 1 100 Yes 10Yes | 18 Yes 01-1, 3
1,41, 228 2RINo |Commmity Development Block Grant . {3 970,414 .00f 2dNo | 280No C.D- 01-2 3
114 : gss 10 Yes ' X 1 Yes 1%%5 =

| ™ 2@ No |Section 8 Vouchers $ 146,667 .00 2D0No | :RINo 0 N/A 3

: : 10Yes | 10Yes | 10 Yes e
1 ] 3 o 635 2(ANo [Title IIL Part C, Nutrition Service|$ 19,632 .00/ :EINo | :@No 0 N/A

[ 1 Yes 1OYes | 10 Yes
110} 558 2{®No Ichild Care $ 254.380  .00] 2(INo ! 26§ No a N/A

; : 10 Yes 1@Yes | 10Ves _

813 1= 54 2@ No public Assistance Grant $ 113680 .00 200No | :ENo ) N/A
T

£ 10 Yes 1@Yes | 10VYes
ie, m 28 No [Trops to COPS $ 127,995 .00| :0OONo | 2[@No 0 N/A g
1 il ! 303 +[J Yes 1@Yes | 10Ves E

Tad 26dNo_[Economic Development Assistant $ 314,208 00} :LINo | :@No 0 N/A o

T 10 Yes 10 ves | 10 Yes ®

LR 20No $ 00| z00No | 20No 3

by 100 Yes 10 VYes | 10Yes o

I s 20 No s 00! 20Ne | 20 No -z

: i 1 Yes 100Yes § 100 Yes

2 s 2[JNo g .00 20No | :0No

IF ADDITIONAL LINES ARE NEEDED, FLEASE PHOTOCOP!
TOTAL FEDERAL AWARDS EXPENDED o THIS PAGE, ATTACH ADDITICNAL PAGES TO THE FORM,
sl 151,946,996 00] AND SEEINSTRUCTIONS _______
?Ses Appendix 1 of instructions for valid Faderal Agency two~d:g|t pref Xes. i
20r other identifying number when the Catalog of Federal Domaestic Assistance (CFDA) number is not available. {See Instructions)
3 Enter the letter(s) of all type(s) of compliance requirement(s) that apply to audit findings (i.e., noncompliance, repornable conditions {including
materialweaknesses), questioned costs, fraud,.and.other items reperted undec 8, 510{a)).reparted for.e eral pragram. 2
A. Activities allowed or unallowed F. Egquipment and real property management K. Real property acquisition and O. None 2
B. Allowable costs/cost principles G. Matching, level of effort, earmarking "91‘“-"3’-'1""' assistance P. Other
C. Cash management H. Period of availability of Federal funds L HEDOI‘[I-I'I? o
- D. Davis - Bacon Act . Procurement and suspension and debarment M. Subrecipfent monitoring
8 E. Eligibility J. Program Income N. Special tests and provisiens
® \ 4 N/A for NONE
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31
32
33
34
35
36
37
38
39
40
a1
42
43
A3
45
\___|F ADDITIONAL LINES ARE NEEDED, PLEASE PHOTOCOPY THIS PAGE, ATTACH ADDITIONAL PAGES TO THE FORM, AND SEE INSTRUCTIONS.

| ¢. Llsttha muiltiple Emplovyar ldentification Numbers {EiNﬁl covered in thfs report.

FORM SF.SAC (3-20-2
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