OFICINA DEL COMISIONADO DE ASUNTOS MUNICIPALES

AREA DE ASESORAMIENTO, REGLAMENTACION E INTERVENCION FISCAL
AREA DE ARCHIVO DIGITAL

MUNICIPIO DE JAYUYA
AUDITORIA 2003-2004

30 DE JUNIO DE 2004



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

BASIC FINANCIAL STATEMENTS
FISCAL YEAR ENDED JUNE 30, 2004
(WITH THE ADDITIONAL REPORTS AND
INFORMATION REQUIRED BY

THE GOVERNMENT AUDITING STANDARDS AND
OMB CIRCULAR A-133)

.}_,.l? W



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO
BASIC FINANCIAL STATEMENTS
JUNE 30, 2004
(WITH THE ADDITIONAL REPORTS AND INFORMATION
REQUIRED BY THE GOVERNMENT AUDITING STANDARDS

AND OMB CIRCULAR A-133)
TABLE OF CONTENTS
Pages
PART I - Financial:
Independent: AUAItOTS! REDOI . cmwimsisimiissivainctsvansiasii insansiorsis isiveibssissessispoasst s shmsseisint o Eodiaasas 003 113 1-2
Management's Discussion and ANAlYSis........oviiiigi 3-11
Basic Financial Statements:
Governmental-Wide Statements:
St AT O T INEE AGEBES: 11s s oo tsmissasss o son onnsaraossssasss soninssanasss §6ae s 60 b BEERHEH AR S405 SRR bR ARE A VB335 12
BBIETHENTOE ACKIVITES 1. v cnsmssossusssssmssns sinsTonsssanssmssinsss savssysssss viss dommgas s 5aREs Ao ms S 4345 AR SRRATI I 2RI 4F SH ST A 13
Governmental Funds Statements:
N R G SRR DU U-emet (s RuRaorrys A1 Sromr S 14
Reconciliation of the Governmental Funds Balance Sheet 'Y.
to The Statement of Net ASSEtSl.I 15
Statement of Revenues, Expenditures and Changes in Fund Balance .............cococevevrnniiciiencrinrnins 16
Reconciliation of the Statement of Revenues, Expenditure, and Changes
in Fund Balance of Governmental Funds to the Statements of Activities .........coceivcimvvricninriceins 17

Notes to the Basic Financial Statements........ccoccviiimrreiiisnisierssesssssasessessisnssssneesassssassessssssnsessrenssersse 18733
Required Supplementary Information:

Budgetary Comparison Schedule — General FUN ..........c...coooiuuermmeeesesssessessensensiessessenssresnssssssonssessns 36

-t

Notes to Required Supplementary InfOormation.........cocoicriii i 37

PART Il - Schedule of Expenditures of Federal Awards and Reports on Compliance and Internal Control in
accordance with Government Auditing Standards and the requirements of OMB Circular A-133

Schedule of Expenditures of Federal AWArds...........ccocvioiciiciiinoiciive e sese s eba s s s raanans 38
Notes to Schedule of Expenditures of Federal Awards........ ..o 40
Independent Auditors® Report on Compliance and on Internal Control

Over Financial Reporting Based upon the Audit Performed in Accordance
with Government AUditing SANGANAS ; c.ouasisimnmiis i sl Tt i s s ity ses: 41



TABLE OF CONTENTS

Pages
Independent Auditors’ Report on Compliance and Internal
Control over Compliance Applicable to Each Major Federal
Award Program and on the Schedule of Expenditures of Federal Awards ........c..cccoeeimiiiiiciiiiiciinne 43
PART 111 - Findings and Questioned Costs:
Schedule of Findings and QUESHIONE COSES........cuoriemiemiiieriereiieriisieecgeesaeseassessaeestasasssessasssasssnsasnansaresss 47
Summary Schedule of Prior Audit FINAINES .....c.oovoiiiiiiiiciiiiiis i sasss s ae s ssnsassaes 49



PART 1

FINANCIAL



“ MENDOZA & RAMOS

Contadores Ptiblicos Autorizados, C.S.P.

P.O. Box 35 » Guayama, Puerto Rico 00785 ¢ Telefax 787-864-9271

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the Municipal Legislature
Municipality of Jayuya

Jayuya, Puerto Rico

L]

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of the Municipality of Jayuya, Puerto Rico (Municipality), as of and
for the year ended June 3¢, 2004, which collectively comprise the Municipality’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Municipality’s
management. Our responsibility is to expi2ss an opinion on these basic financial statements based on our audit.

We conducted our audit in accordance wiih 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 basic financial statements are free of material misstatement. An
audit mcludes examining, on a test basis, svidence supporting the amounts and disclosures in the basic
financial statements. An audit also includes assessing the accounting principles used ild significant estimates
made by management, as well as evaluating the overall basic financial statements' presentation. We believe
that our audit provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to ubove present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of the Municipality, as of June 30, 2004, and the respective changes in financial position, where
applicable, thereof for the fiscal year then ended in conformity with accounting principles generally accepted
in the United States of America. ' .

The accompanying management’s discussion and analysis and budgetary comparison information on pages 3
through 11 are not a required part of the basic financial statements but are supplementary information required
by the Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, we did not audit the information and express no opinion on
it.

i



INDEPENDENT AUDITORS’ REPORT
Page 2

As described in Notes 1 and 14, during the fiscal year 2002-2003, the Municipality has implemented a new
financial reporting model, as required by GASB Statement No. 34, Basic Financial Statements-and
Management's Discussion and Analysis-for State and Local Governments, GASB Statement No. 37, Basic
Financial Statements-and Management's Discussion and Analysis-for State :and Local Governments:
Omnibus, GASB Statement No. 38, Certain Financial Statement Note Disclosu ‘es, and GASB Interpretation
No. 6, Recognition and Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial
Statements as of July 1, 2002.

In accordance with Government Auditing Standards, we have also issued a report dated November 24, 2004 on
our consideration of the Municipality’s internal control structure 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. ;
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 basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the financial statements and,
in our opinion, is fairly stated, in all material respects, in relation to the financial statements taken as a whole.

Hinde, & formso

CERTIFIED PUBLIC ACCOUNTANTS, C.S.P.

EDEE‘I&?J

Guayama, Puerto Rico
November 24, 2004

Stamp number 2026983 was
alfixed 1o he oniginal of this
report




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

Management of the Municipality of Jayuya, Puerto Rico (Municipality) discussion and analysis is
designed to (a) assist the reader in focusing on significant financial issues, (b) provide an overview of the
Municipality’s financial activity, (c) identify changes in the Municipality’s financial position (its ability to
address the next and subsequent year challenges), (d) identify any material deviations from the financial
plan (the approved budget, and (e) identify individual fund issues or concerns. This narrative overview
and analysis of the financial activities of the Municipality is for the fiscal year ended June 30, 2004. We
encourage readers to consider this information with the Municipality’s basic financial statements that
follow.

Because the Municipality is implementing new reporting standards for this fiscal year with significant
changes in content and structure, the Management’s Discussion and Analysis (MD&A) is designed to
focus on the current year activities, resulting changes and currently known facts, and much of the
information is not easily comparable to prior years. However, in future years, comparisons will be more

meaningful and will go further in explaining the Municipality’s financial position and results of
operations.

FINANCIAL HIGHLIGHTS
Government-wide:
The Municipality‘s net assets increased by $6.5 million (or 69%). '}
|
The governmental activities revenue for the General Fund increased by $518 thoudand (or 7%).
Fund Level:
The total cost of all Municipality programs increased by $2.1 million (or 14%).
The General Fund (the primary operating fund) reflected on a current financial resource basis, reports
a decrease in the accumulated deficit in fund balance by $296 thousand (or 67%).
USING THIS ANNUAL REPORT
This annual report consists of three components: 1) Management’s Discussion and Analysis (this section),
2) Basic Financial Statements, and 3) Required Supplementary Information. In light of the fact that this is
a very different presentation from the pre-GASB Statement Number 34 model, the following graphic is

provided for your review (Figure A-1 on next page). The Basic Financial Statements include two kinds of
statements that present different views of the Municipality as follow:



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

Government-wide Statements (Reporting the Municipality as Whole)

The Statement of Net Assets and Statement of Activities are two financial statements that report
information about the Municipality, as a whole, and about its activities similar to a private-sector
business. These statements provide both short-term and long-term information about the Municipality’s
economic condition at the end of the fiscal year. These statements include all assets and liabilities using
the accrual basis of accounting. The current year’s revenues and expenses are taken into account
regardless of when cash is received or paid. The government-wide financial statements include two
statements:

The Statement of Net Assets (page 12) presents all the Munioipality’s assets and liabilities, with the
difference between the two reported as “net assets”’. Over time, increases and decreases in net assets is an
indicator of whether the Municipality’s financial position is improving or deteriorating.

The Statement of Activities (page 13) presents information showing how the Municipality’s net assets
change during the most recent fiscal year. All the changes in net assets are reported as soon as the
underlying events giving rise to the change occur, regardless of the timing of related cash flows.
Therefore, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods.

Fund Financial Statements (Reporting the Municipality’s Major Funds)

Traditional users of governmental financial statements will find the Fund Fiiiancial Statements
presentation more familiar. The focus is on Major Funds, rather than (the previous financial reporting
model’s) fund types. The Major Fund presentation is presented on a sources and uses of liquid resources
basis. This is the manner in which the financial plan (the budget) is typically developed. The fund
financial statements begin on page 14 and provide detailed information about the Major Individual Funds.
A fund 1s a fiscal and accounting entity with a self-balancing set of accounts the Municipality uses to keep
trach of specific sources of funding and spending for a particular purpose. The Municipality’s funds are
all included in Governmental Funds.

The flow and availability of liquid resources is a clear and appropriate focus of any analysis of a
government. Funds are established for various purposes and the Fund Financial Statements allows the
demonstration of sources and uses and/or budgeting compliance associated therewith (béginning on page
36).

- el
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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! COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

lMA NAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

Governmental Funds — the entire Municipality’s basic service are reported in the governmental funds, which
focus in how money flows into out of those funds and the balances left at year-end that are available for
future spending. Consequently, the governmental fund financial statements provide a detailed short-term view
of the Municipality general information, general operation and the basis service it provides. Governmental
fund information helps determine whether there are more or fewer financial resources that can be spent in the
near future to finance the Municipality’s programs.

These funds are reported using modified accrual basis of accounting, which measures cash and all other
financial assets that can readily be converted to cash. Under this method, revenues are recognized when
measurable and available. Expenditures and generally recognized when the related fund liability is incurred.
This is the manner in which these funds are normally budgeted.

Since the pgovernmental fund statements (current financial resources) are presented on a different
measurement focus and basis of accounting than governmental-wide statements (total economic resources), a
reconciliation of the differences are reflected on the page following each statement (see pages 15 and 17). The
flow of current financial resources will reflect bond proceeds and interfund transfers as other financing
sources as well as capital expenditures and bond principal payments as expenditures. The reconciliation will
eliminate these transactions and incorporate the capital assets and long-term obligation (bonds and others)
into the Governmental Activities column (in the Government-Wide Statements). '

Infrastructure Assets r}.

I

Historically, a government’s largest group of assets [infrastructure — roads, bridges, traffic éignals, underground pipes
(unless associated with a utility), etc.] have not been reported nor depreciated in governmental financial statements.
GASB Statement Number 34 requires that these assets be valued and reported within the Governmental column of the
Government-Wide Statements. Additionally, the government must elect to either (a) depreciate these assets over their
estimated useful life or (b) develop a system of asset management designed to maintain the service delivery potential
to near perpetuity. If the government develops the asset management system (the alternative method), which
periodically (at least every third year), by category, measures and demonstrates its maintenance of locally established
condition levels, the government may record all expenditures incurred (except for additions and improvements which
extend the asset life) in lieu of depreciation. While the Municipality has acquired an asset management system which
as would allow the election to use the alternative methods, and b) will provide valuable managemenl information, the
Municipality has elected to initially implement the depreciation method, and will monitor and consider, over time, a
possible conversion to the alternative method.

Capital Assets Investments

Municipality realized capital assets additions of $3.4 million and recognized depreciation expenses in the amount of
$0.4 million. Principal investments consist of urban development, streets improvement, new buildings, motor vehicles
and machinery and equipment acquisitions. Total Investment in Capital Assets, Net of related debt, is $7.8 million or
58% of total investment (net of depreciation). Municipality is in process to capitalized all'infrastructures in order to
been include on or before the fiscal year 2006-2007.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE

Summary of Net Assets

The Municipality’s net assets increase by $6.5 million over the course of this year’s operations. The Municipality’s
net assets include investment in Capital Assets for $7.8 million and over $10.8 million restricted for future expenses.
The Municipality’s net assets at the end of the fiscal year ended on June 30, 2004 were $16.0 million, as detailed on
Table 1. For more detailed information see the Statement of Net Assets on page 12.

Table 1
Statement of Net Assets
As of June 30, 2004

Total Assets...........

Current and non-CUITeNt @SSELS........ccivrrreerserinscessesns
AR ASSBIS. o iriagi s RO e s v s

Total Liahilities ....cconiveimnimnmsnmmsssesmass

Cutrant UaDBEEES .....ciainammnmiss gt
Long-term li@bilities. .........c.oeererrerieriasricreensreseeensansaennns

Nets Asselts:

Investment in capital assets..........c.cocococvvieecvinecciinens
RESIBIBR oo isoinisms i isonisnsiie maris sasisiinssss st
Unrestricted (DefiCit) .......c...c.cvreremecriverreimsmancsresnnes

Tolal Nef ASSEUS ... cucsmimarissamnaissssasisnsssnsissisi

$12,968,099
13,345,003
26,313,102

1,672,571
—8.622.407
10,294,978

7,797,003
10,842,174

(2,621,063)

—_—

Normal Impacts

There are six basic (normal) transactions that will affect the comparability of the Net Assets summary presentation.

i
¢ Net Results of Activities — This will impact (increase/decrease) current assets and unrestricted net assets.

* Borrowing for Capital — This will increase current assets and long-term debts.

* Spending Borrowed Proceeds on New Capital — This will reduce current assets and increase capital assets.
There is a second impact, an increase in invested in capital assets and an increase in related net debt which will

not change the invested in capital assets, net of debt.

¢ Spending of Non-borrowed Current Assets on New Capital — This will (a) reduce current assets and increase
capital assets and (b) will reduce unrestricted net assets and increase invested in capital assets, net of debt.
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JAYUYA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

¢ Principal Payment on Debt — This will (a) reduce current assets and reduce long-term and (b) reduce
unrestricted net assets and increase invested in capital assets, net of debt.

¢ Reduction of Capital Assets through Depreciation — This will reduce capital assets and invested in capital
assets, net of debt.

Current Year Impacts

The following schedule (as detailed on Table 2) presents the revenues and expenses for the current fiscal year.

LY

Table 2 Normal Impacts
Changes in Net Assets :
For Fiscal Year Ending June 30, 2004 There are five impacts on revenues and expenses
as reflected below.
Revenues: 2
Program Revenues: Reveaui
Charges for Services...........ocvuivvmrirarassnnes $ 1,000,585 " e ;
Federal Grants and Contributions ............... 2,362,130 dEc"If'qm'c Cr:“:’m"“ o thh. can refleal s
State Grants and Contributions.............c...... 9,097,822 ki e PRI gl et o
' environment and has ‘substantial impact on
Genam Revemes: and volume of business tax revenues as
Property Taxes.... 1,202,610 pml'i’eny e (ke 1
Volume of Busmess Taxes 954,044 well. s public Spe“di"g nabits orl ul '“gf
Construction Taxes 523,249 parills, Flackive e fieds. anct” ¥olumies: 0
INtErgOVErNMENtal .........oooooeececcresesererenees 400744y || “CoRSUMPHION, \
ol revanuee o Jigeyts | Operating Grants (boih recuring and non-
recurring) were stable in comparison with prior
Expenses: year.
General Administration.............ccenimnnne 2,916,953
PUBNE SOV ...coiciiivisismimssimiaii g 504,274 Intergovernmental Revenues increase primarily
= 1 7 o A e R T s = U RO 1,540,997 for the liquidation of the State Legislature
Health and Sanitation............ccccreerveicnrinnn, 642,016 Assignments that produces a positive balance to
Culture and Recreation ..........ccummerisnnns 413,592 the Municipality.
Solid Waste Disposal .........ccccoveurenimmeierinnens 25,452
Human Services and Welfare...............c...... 5,679,047 Expenses:
Urban Development ............ccceuerccrarianians 1,485,554
FARCAHON L omssimii e sy 271,734 Introduction of New Programs — within the
IIBIESE COBIS 1ot wamnssissmisnmniiens 148,021 functional expense categories individual programs
oL SUPOIRBE i oo oriasismianseny 13,627,640 may be added or deleted to meet changing
Changes in Net aSSetS........cmmmsimrisssin 6.528,573 community needs.
Net assets — beginning ..........cccoverieriermnciciass 9,489 551
Net assets = ending........ocveimmecemvsoninnnee. 916,018,124




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

Increase/Decrease in Authorized Personnel — changes in service demand may cause the Municipality to
increase/decrease authorized staffing. Staffing costs (salary and related benefits) represent 64% of the
Municipality’s operating cost.

Salary Increases (cost of living, merit and market adjustment) — the ability to attract and retain human and
intellectual resources requires the Municipality to strive to approach a competitive salary range position in the
marketplace. Also, Christmas Bonus for all employees was increase during December 2003.

Inflation - while overall inflation appears to be reasonably modest, the Municipality is a major consumer of
certain commodities such as chemicals and supplies, fuels and parts. Some functions may experience unusual
commodity specific increases.

Net Assets:

Net Assets reflect an increase of $6,528,573 corresponding to an increase in revenues over expenses. See Graph |
and 2 that present revenues by category and expenditures by function.

GRAPH 1

Municipality of Jayuya, Puerto Rico .
Revenues by Category | :

(In Million of $)

I
@ Charges for Services

@ Operating Grants

O Capital Grants

O Property Taxes

B Volume of Business
Taxes i

O Construction Taxes

B Intergovernmental

0O Miscellaneous
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

GRAPH 2
Munlclpality of Jayuya, Puerto Rico
2004 Expenses By Functions
{In Milllon of $)

8 General Administralion
B Public Safety
DO Public Wark
DOHealth and Sanilalion
B Culture and Recrealion
O Solid Waste Disposal
B Human Services and Welfare
DOUrban Development
B Education
@ |nteresl on Debls :

|

b

|

FINANCIAL ANALYSIS OF THE MUNICIPALITY’S FUNDS

As the Municipality’s completed the year, its governmental funds reported fund balances of $9.5 million. Of this total
amount, ($531) thousand constitute unreserved (deficit) fund balance, which reduced the available fund for
appropriation for the general purposes of the programs administer by the Municipality.

(%eucral Fund Budgetary Highlights:

The total budget for the Municipality was $7.0 million and actual spending was $6.8 million. Total expenditures
represented 99% of total budget availability for the period. Current year budgetary fund balance was positive in the
amount of $621 thousand corresponding to excess of revenues and economies in appropriations.

10
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10.00 -

5.00 -

GRAPH 3
Municipality of Jayuya, Puerto Rico
Budget Comparison
(In Million of $)
0 ORIGINAL BUDGET |
@ FINAL BUDGET
0O ACTUAL REVENUES
0 EXPENDITURES
2003-2004 @ UNEXPENDED
BALANCE

lz'lconomic Factors and Next Year’s Budgets

For the fiscal year 2003-04, the Municipality actual revenues are $7.5 million, exceeding the expenditures for the

]

]

amount for $621 thousand. The budget for the year 2004-05 is similar to the current year.

GCONTACTING THE MUNICIPALITY’S OFFICE OF FINANCIAL MANAGEMENT

This report is designed to provnde a general overview of the Municipality’s finances and to demonstrate the
1ccounlablllty for the money it receives, If you have any questions about this report or need additional information,
contact the Municipality’s Finance Department at (787) 867-1483.

1

!
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO
STATEMENT OF NET ASSETS
JUNE 30, 2004
GOVERNMENTAL
ACTIVITIES
ASSETS:

Cash BN d INVESHTIENE o g oo i b i i s s o i s i s T S e SRy Ny R

$ 9,542,044

Cagly with FISCal ARONE. e iiiniiitusimisimmbint b b i e s b el Aok oA B s R h R 753 991,545
Receivables (net):
PIODEITY TN cxiuasansnmpns founisineonsmnnants i oin s atssaqsuninsns s L hsra UGN gy ok vickn ey obvekaaia 214
Bl RO e s vt s it o s e S A s S e TR b s H A A S ki s ey e e ann ay 2,298,355
(5,11 1-) TR PRl Wpe Uy YT T THT S e ey O (Y St S PPVUI ot M FT amrrTl PL P ey T 135941
Capital Assets (Note 5):
I.and, Improvements, and Construction in PrOBreSS........ccocevevererarsreeieessaessareresssssrssessrpesees 3,382,257
Other Capital Assets, [Net of Depreciation] .......cccoorcienmvnniinininenns AR ARER AP S TR ERS 9.962.746
TOAal oapital ASSEIS ... . coorbicdveyiniitsbndstintinsonelitabesshorbiinictst bins et irtornastSin msbonidt s sbunbbebesitst 13,345,003
TOTAL ASSETS 26,313,102
LIABILITIES:
Accounts Payable and Accrued EXPENSES.........ccurvereerinrsssnisessassrareeseesersnssassssssesssssssesseensasans 'f 553,368
AT HLCTEEL o .o stirmiiiomiss i atarsi st AT G as s S I b b as i b et b b dtmis s bt b ! 35,733
BIeTarTell REVERTIES o il i S i o (s i s et ama 1,083,470
Long-Term Liabilities (Note 6):
WAL OO WAt cyuroiab daiatoaiorts o u el y3 e o T30 0w e el v R T SO s TG RS 1,173,788
Due in More than One Year.......cccccivinrivenmieesacssiseossessomsossssssssons 7.448.619
Total Liabilities... 10,294,978
AET ASSETS
Invested in Capital Assets, Net of Related Debt.............ccoveeinrvniriisnicenernssnseeesssineresnes ' 7,797,003
Restricted for: ’
SPECIAl COMIUIIEIES wvovvscvsinnmsidiniiusionsns disiss svs v pe s viis s paidui s sty sian ooy i s e saisdea 2,507,066
2 0 R TE T O T DT T N VP BRSSP o T A (OCW e Ve [ TN SR o o S ) Ty 4,424,421
SRECI) REVEITOE i citisis fussiraintoiodoasiaiiminmedhiissininbitniis da bkt ribissiation s aint siutvdors 1,661,808
State AsSmEnt FURgs o isciimismsnin ot i i s s 2,083,860
1B [0 o T T W St e T VAIRA S0 D PSS 10, SO SPURCON -0, VU0 3000 - . 0T 165,019
LINTESUACIEN LDICTUOIE) c1: i cavssuupiussivaninsosromosnsios voges pvans pisseis sis Simes ssos goi s Have 33UV SR FoRvsR BT (2,621.053)
TOTAL NET ASSETS $16,018.124

See accompanying Notes to Basic Financial Statements.

12
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

PROGRAM REVENUES
OPERATING CAPITAL NET (EXPENSE)
CHARGES FOR GRANTS AND GRANTS AND REVENUE
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS (SEENEXT PAGE)
Governmental Activities:

Mayor and Municipal Legislature ............ § 788,811 § - ¥ - % - (& 788811)
General Government.........oovveeervieeecsniieenes 2,128,142 - - - (2,128,142)
Public-Bafety. ...« summmsaninmensiaii 504,274 - - - (504,274)
PubJic:Works . .iurniimiiaimnmie 1,540,997 o - - (1,540,997)
Culture and Recreation...........coc.vecverieneennee 413,592 - - - (413,592)
Health and Sanitation ........cccccecvviceiiinrenans 642,016 - - - (642,016)
Solid Waste Disposal ......c.coeemveniiiicpnens 25,452 68,650 - - 43,198
Iuman Services and Welfare.................... 5,679,047 931,935 5,826,566 - 1,079,454
Urban Development ........cccccvecviicniiniinnins 1,485,554 - 1,337,072 4,027,805 3,879,323
BAUCaNON i ivnma i 271,734 - 258,509 - (13,225)
Interest on Long-Term Debt...................... 148,021 - - - (148,021)

Total Governmental Activities ... $13,627,640 § 1,000,585 § 7,422,147 §$ 4,027,805 _ (1,177.103)

General Revenues:

Taxes:
Property Taxes, levied for General Purposes.............. (fessees 908,049
Property Taxes, levied for Debt Service ........c..cc....... adies 294,561
Volume of Business Taxes.........ocovmmminicimmmmnenmsses oo 954,044
CONSTUCHION TAXES -oiivvieisierviinininsssnsirrussssissesnssosanssaisosssienns 523,249
IterOVEIMMENAL. .. e ciisniiniiinssmsnsis ninssssamaniissenssnssitearninins 4,227,442

£ ] AT PRI T P H g Ay HOTEER it PP T G s e )L 90,089
N ISCRl ANEDNS i iimiis st bhresniiiashitiisbnass s bomnesii Al b o ats hahin o 708,242

Total General Revenues and Special Items...........c.ccivnen 7,705,676

CHANGE IN NET ASSETS : 6,528,573

Net Assets — Beginning of Year 9,489,551

NET ASSETS - ENDING OF YEAR .  $16,018,124

See accompanying Notes to Basic Financial Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2004
SPECIAL STATE HUD : OTHER ToTAL
COMMUNITIES ASSIGNMENT AWARDS GOVERNMENTAL GOVERNMENTAL
__GENERAL Funp Funp Funp Funns Funps
ASSETS
Cash and Invesiments (Note 2)....cccovvecivvnveenne. § 1,043,980 § 2,729,111 § 2,118,580 § 2,735,138 § 915235 § 9,542,044
Cash with Fiscal Agenl.......ccccooevrnirnineninienienn 13,887 - - - 977,658 991,545
Receivables:
Propory TAN: o s asisni o i - E - - 214 214
Foderal GRS . ccx i v smmmssmcsssissbis - - - 1,828,126 470,229 2,298,355
Due from Other Funds.......c.coccvicerieniernn. 972,711 - 35,234 - 898,620 1,906,563
OIS in i s s - 43.035 % - - 92,906 135.941

Total Assets § 2030578 $2772,146 § 2.153814

LIABILITIES AND FUND BALANCES

Labilities:

§ 4563264 § 3354862 §14.874.664

Accounts Payable and Accrued Liabilities............ 217,735 - 48,806 35,084 106,743 408,368
Bonds and Notes Payable ..., - - - - 145,000 145,000
Accrued Interest .......oeiierecenariensinie - - - - 35,733 35,733
Due to Governmental Units............... - - - . v n
PDite 1o OMeE FaNTS . imammisibmsmses i i 933,854 265,080 21,148 103,759 , 582,724 1,906,565
Deferred Revenues:
Volume of Business Tax............oo.e.. G 1,022,892 - - - - 1,022,892
Federal Erants o s foamisimsimgia i - - - 1.743.853 ! 148.640 1,892,493
5 I
Total Liabilities ......oeoneeeesseeresrencssssnssersnsnnssssnssees 2,174,481 265.080 69,954 1.882.696/ 1.018.840 5411.051
t-'und Balances:
Reserve For:
Encumbrances ... 373,278 - - - - 373,278
Debt Service ....... - - - - 165,019 165,019
| Other Purposes........ i S 13,887 2,507.066 2,083,860 2,680,568 2,171,003 9,456,384
LINISSRIVER - s i e i (531.068) - - ‘- - (531.068)
Total Fund Balances ........cccovvvvveiiceieniininiennnnnns (143.903) _ 2.507.066 2.083.860 2,680568 ' 2336022 9,463,613

TOTAL LIABILITIES AND FUND BALANCES.... § 2030578 § 2772146 § 2,153.814

See accompanying Notes to Basic Financial Statements.

§ 4,563.264 § 3354862 $14.874.664
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

JUNE 30, 2004

Total Fund Balances — Governmental Funds (Page 14) $ 9,463,613

Amounts reported for Governmental Activities in the Statement of Net Assets (Page 12)
are different because:

Capital Assets used in governmental activities are not financial resources and therefore are
not reported in the funds. In the current period, these amounts are:

Non Depreciable Capital Assets ...........coccveecrniiinivissinsiaisiisisssenncnns. 3 3,382,257
Depreciable Capital ASSELS .......vcveeuiviiiemicriciiriericrieiies s s ens 11,407,154
Infrastriictiire ASSels nsainainiramumimd e e b e 1,296,131
Accumulated Depreciation...........oocceerciiaiiiiieieceeiieeievee it aene e sseesans (2.740,539)
Total CapBl A BSOS i suaiissiisassisisatonssabins sossns dnsidilasidaian s sissysstssiassnss 13,345,003

Some of the Municipality’s revenues will be collected after year-end but are not available
soon enough to pay for the current period’s expenditures and therefore are deferred in

the funds:
Child Care e 88.062
Total Deferred Revenues 1,831,915
Some liabilities are not due and payable in the current period and therefore are not reported 1
in the funds. Those liabilities consist of: ko
General Bonds and Notes Payable............ccccvoiiciciieciccncneniiciecrecnenn, 6,879,300
Compensated Absences .. e 967,310
Municipal Revenue Collectmn Center 710,723
Other Debts... 65.074
Total Lung Term Llabllltles (8.622,407)
Total Net Assets of Governmental Activities (Page 12) ) $16,018,124

See accompanying Notes to Basic Financial Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

REVENUES

Property TAXEE . i sumemimenmmivesscsrpmmssasamesnsionssy

Volume of Business Taxes

Foderl ASSISIINICEE i siiasiiae
Intergovernmental. ..o
Licenses and Permils.......c.ooouveveicemvirerioinneresssneases
Miseellaneons ... imiiainian e

l'otal Revenues...............

EXPENDITURES

Current:

Mayor and Municipal Legislature...........cccnnnee
General GOYEIMMBNL .....cimiesiersbosmsinrmsesssnsssisesmmmeass
Public Salely. v s smiimsising
Pl Worke s snemenn sy
Culture and Recrealion .....ccocveiveeeieveresrnnicrnessnnns
Health and Sanitation ..........c.cocvveiemniecresenieencenns
Human Services and Welfare .......ooooevorevevnirinnanns
Urban Development.. ..o neninimiessssssnsininn
VT o LT T T At S ST o USRNTC ¥ OB SR
APl OUHaY: G i ninisintiimmm i

Debt Service:
Principal ..........

Interest and Other Charges........

Cotil EXpEiiees:. .. o mmmmnrrsssms s

OTHER FINANCING SOURCES (USES)

Bonds IS v iivmsiingsmsiai i
ATANSTEES =~ s upsisiciipavisims oo saciimaaaviss
TTAnSTEES < QUL ......covesersorsmsssarerssssanesmasessizssnsssarss

“Total Other Financing Sources and Uses..............

Net Change in Fund Balances..........coocveviinnicennas

I'und Balance (Deficit) - Beginning,

TS REStEd (NDIE 1Y uuirioermnrsitirmrmsaresranssusisansiasss

FUND BALANCES (DEFICIT) - ENDING .....

See accompanying Notes to Basic Financial Stalements.

SPECIAL STATE
COMMUNITIES ASSIGNMENT
GENERAL FUND FuND

HUD OTIIER ToraL
AWARDSGOVERNMENTAL GOVERNMENTAL
FUND FunDs FunDS

$ 908,049 §$ - 8 -
954,044 - -
4,227,442 3,134,890 4,383,726
523,249 - -
90,089 - . -
1.708.827 - -

- § 294561 $ 1,202,610
- - 954,044
1,013,550 889,218 1,902,768
- 1,971,257 13,717,315
523,249

- - 90,089
- - 1.708.827

8.411.700 3,134,890 4,383,726

1.013.550 _ 3.155.036 _20.098.902

767.420 - -
2,278,069 - -
489,682 - -
1,452,835 - -
345643 - -
620,828
1,889,992
47,234

935,586
245,119

627,824

49,592 - 2,148,878

767,420

- 1,073 2,279,142
- - 489,682

1,452.835
345,643
620,828

5,648,785

2,393,975
271,734

2,435,889

17,452, 2,177.931
1,478,658 | 622,964
= 271,734

-! 237,419

- 343,282
- 148.021

343,282
148.021

7.939.295 627.824 3.329.583

1.496.110 3,802,424 _17.195.236

(176,163) - -

3 571,000
- o 176163

571,000
176,163
(176.163)

(176.163) - ¥

- 747,163 371.000

296,242 2,507,066 1,054,143

(440,145) - 1.029.717

(482,560) 99,775 3,474,666

3,163,128 2,236,247 5,988,947

(_143.903) §2.507.066 $2.083.860 § 2.680.568 § 2.336.022 § 9.463.613
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

Net Change in Fund Balances — Total Governmental Funds (Page 16)......ccosunumsesssnsans § 3,474,666

Amounts reported for Governmental Activities in the Statement of Activities (Page 13)
are different because:

Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. In the current period, these amounts are:

Urban Development and Capital Outlay siensE e T g gt /a1 9,064,
Depreciation Expense.............. (405,581)
Excess of Capital Outiay over Deprec:a(mn Expense 3,014,083

Revenues in the Statement of Activities that do not provide current financial resources are
not reported as revenues. in the funds. ... e 804,441

Revenues in the Statement of Revenues that correspond to Prior Year resources are recorded
as Revenue in the Statement of ACHVItIES ..c.ooooiemieeeee e (747,130)

Bonds proceeds provide current financial resources to governmental funds, but issuing debt
increases Long-Term Liabilities in the Statement of Net Assets. In the current period, ;
PEOCCEAE TECR IV MRS 2. sttt o oot o g sSSP s o A o (571,000)
¥
Repayment of long-term principal is expenditure in the governmental funds, but the repayment:
reduces Long-Term Liabilities in the Statement of Net Assets. In the current year the &
T TR T N el e e OV O e Ty~ ' 343,282

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds.
These activities consist of:

Decrease in Compensated ADSENCES.......cceeriveeveniniercrnerereereserasvanveers 95,177
Decrease in Other Debts .. ) Ty N L 30,360
Decrease in Municipal Cullecnon Revenue Cenler Debt 84,694
B5% 1R 8 T i Sy I Py oy , 210,231
Change in Net Assets of Governmental Activities (Page 13) 3 6,528,573
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Jayuya, Puerto Rico (Municipality) was founded in the year 1911, and operates as a governmental
unit of the Commonwealth of Puerto Rico, under the Law Number 81 of August 30, 1991, known as “Autonomy
Municipalities Law of the Commonwealth of Puerto Rico”. The governmental system of the Municipality is composed of
the executive and legislative bodies. The Mayor is the Chief Executive Officer and is elected every four years in the
general elections of the Commonwealth of Puerto Rico. The legislative body consists of 12 Legislators also elected in the
general elections of Puerto Rico for a four-year period.

The Municipality provides services such as: health, public works, sanitation, aids and services to low-income and elderly
citizens, public safety, housing and urban development, culture and recreation, planning, zoning and other general and
administrative services.

The accounting policies of the Municipality conform to accounting priﬁcip]es generally accepted in the United States of
America as applicable to governmental units. The following is a summary of the more significant policies.

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

In June 1999, the GASB issued Statement Number 34, Basic Financial Statemenis-and Management's Discussion and
Analysis-for State and Local Governments. This statement establishes new financial reporting requirements for state and
local governments. The Municipality adopted the provisions of GASBS No. 34 as well as other statements referred to
below as of July 1, 2003. They require new information and restructure much of the informatﬁon that governments have
presented in the past. '

Comparability with reports issued in prior years is affected. With the implementation of GASBS No. 34, the Municipality
has prepared required supplementary information titled Management’s Discussion and Analysis, which precedes the basic
financial statements.

As previously mentioned, other GASB Statements and Interpretations were required to be implemented in conjunction
with GASBS No. 34. Therefore, the Municipality has implemented the following GASB Statements in the current fiscal
year: GASBS No. 37, Basic Financial Statements-and Management's Discussion and Analysis-for State and Local
Governments: Omnibus, GASBS No. 38, Certain Financial Statement Note Disclosures, and GASB Interpretation No. 6,
Recognition and Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements.

The accompanying basic. financial statements present the financial position and the [resulls of operations of the
Municipality and its various funds and fund types, and the cash flows of the proprietary funds. The basic financial
statements are presented as of June 30, 2004, and for the fiscal year then ended. The more significant of these accounting
policies are described below and, where appropriate, subsequent pronouncements will be referenced.

B. Measurement Focus and Basis of Accounting
The relative importance of each criterion must be evaluated in light of specific circumstances in order to determine which
components units are to be included as part of the reporting entity. Our specific evaluations of the criteria applicable to

the Municipality indicate no organizations meet the criteria to be included as component units. Accordingly, theses basic
financial statements present only the Municipality as the reporting entity.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

NOTES TO THE FINANCIAL STATEMENTS

These financial statements present the respective financial position of the governmental activities, each major fund, and
the aggregate remaining fund information of the Municipality, as of June 30, 2004, and the reSpectwe changes in financial
position, where applicable, thereof for the fiscal year then ended.

Government-wide Financial Statements

The government-wide financial statements (the Statement of Net Assets and the Statement of Activities) are reported
using the economic resources measurement focus and the accrual basis of accounting, Revenue is recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Grant and similar
itemis are recognized as revenue as soon as all eligibility requirements have been met.

Governmental Fund Financial Statements 2

The governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recorded when susceptible to accrual; as soon as it is both measurable
and available. “Available” means collectible within the current period or soon enough thereafter, normally within sixty
(60) days, to be used to pay liabilities of the current period. Expenditures are generally recognized when the related
liability is incurred.

The exception to this general rule is the principal and interest on general obligation long-term debt and compensated
absences, if any, are recognized when due.

In applying the “susceptible to accrual” concept to intergovernmental revenues (federal grants) pursuant to GASBS No.
33, Accounting and Financial Reporting for Nonexchange Transactions (the Municipality may act as either provider or
recipient), the provider should recognize liabilities and expenses and the recipient should recognize receivables and
revenue when the applicable eligibility requirements including time requirements, are met. Regources transmitted before
the eligibility requirements are met should, under most circumstances, be reported as advances by the provider and
deferred revenue by the recipient.

There are essentially two types of revenue. For some grants, funds must be expended by the Municipality on the specific
purpose or project before any amounts will be reimbursed. Revenue is, therefore, recognized as expenditures are incurred
to the extent available. For the other revenue, moneys are virtually unrestricted and are generally revocable only for
failure to comply with prescribed compliance requirements. These resources are reflected as revenue at the time of receipt
or earlier if the susceptible to accrual criteria is met. Expenditures are generally recorded when a liability is incurred, as
under accrual accounting. Modifications to the accrual basis of accounting include the following:

+ Employee's vested annual vacation and sick leave is recorded as expenditure when utilized. The amount of
accumulated annual vacation and sick leave unpaid at June 30, 2004, has been reported only in the government-
wide financial statements.

C. Financial Statement Presentation

The basic financial statements include both government-wide (based on the Municipality as a whole) and fund financial
statements. While the previous financial reporting model emphasized fund types (the total of all funds of a particular
type), in the new financial model the focus is on either the Municipality as a whole, or major individual funds (within the
basic financial statements). Both the government-wide and fund financial statements (within the basic financial
statements) categorize primary activities as either governmental or business type.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

NOTES TO THE FINANCIAL STATEMENTS

C. Financial Statement Presentation
Government-wide Financial Statements

The government-wide financial statements (the Statement of Net Assets and the Statement of Activities) report
information of all the activities of the Municipality. For most part, the effect of interfund activity has been removed from
these government-wide financial statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent on
fees and charges for support.

The focus of the Statement of Net Assets is designed to be similar to bottom line results for the Municipality and its
governmental activities. This statement, for the first time, combines and consolidates governmental fund’s current
financial resources (short-term expendable resources) with capital assets and long-term obligations.

The Statement of Net Assets presents the reporting entities’ assets and liabilities, with the difference reported as net
assets. Net assets are reported in three categories:

e Invested in Capital Assets, Net of Related Debt — These consists of capital assets, net of accumulated depreciation
and amortization, and reduced by outstanding balances for bonds, notes, and other debt that are attributed to the
acquisition, construction, or improvement of those assets.

¢ Restricted Net Assets — These results when constraints are placed on net assets use, which can be either externally
imposed by creditors, grantors, contributors, and the like, or imposed by law through constitutional provisions or
enabling legislation.

¢ Unrestricted Net Assets — These consists of net assets which do not meet the deﬁnillnn of the two preceding
categories. Unrestricted net assets often are designated, to indicate that management doeb not consider them to be
available for general operations. Unrestricted net assets often have constraints on resbyrces that are imposed by
management, but can be removed or modified. '

When both restricted and unrestricted resources are available for use, generally it is the Municipality's policy to use
restricted resources first, then the unrestricted resources as they are needed.

The Statement of Activities is focused on both the gross and net costs per functional category. The statement reduces
gross expenses (including depreciation) by related program revenues, operating and capital grants. This is intended to
summarize and simplify the user’s analysis of cost of various governmental services.

Governmental Fund Financial Statements
|

The tund financial statements (the Balance Sheet and the Statement of Revenues, Expenditures, and Changes in Fund
Balances) are, in substance, very similar to the financial statements presented in the previous financial reporting model.
Emphasis here is on the major funds in the governmental category. Non-major funds are summarized into a single
column.

Traditional users of governmental financial statements will find the Fund Financial Statements presentation more familiar.
The focus is on Major Funds, rather than the previous financial model’s fund types. The Governmental Major Fund
Statements are presented on current financial resources and modified accrual basis of accounting.

This is the manner in which these funds are normally budgeted. This presentation deemed most appropriate to (a)
demonstrate legal and covenant compliance, (b) demonstrate the source and use of liquid resources, and (c) demonstrate
how the Municipality’s actual experience conforms to the budgeted fiscal plan.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

NOTES TO THE FINANCIAL STATEMENTS

C. Financial Statement Presentation

Since the governmental fund statements are presented in a different measurement focus and basis of accounting than the
government-wide statements, reconciliation is presented and a separate explanation for each differences.

The Municipality reports its financial position (Balance Sheet) and results of operations (Statement of Revenues,
Expenditures and Changes in Fund Balance) in funds, which are considered separate accounting entities. The operations
of each fund are accounted for within a set of self-balancing accounts. Fund accounting segregates funds according to
their intended purpose and is used to aid management in demonstrating compliance with legal, financial, and contractual
provisions.

The new model as defined in GASBS No. 34 established criteria (percentage of the assets, liabilities, revenues, or
expenditures/expenses of either fund category in the governmental fund) for the determination of major funds. The non-
major funds are combined in a single column in the fund financial statements. The Municipality reports the following
major fund:

General Fund - This is the general operating fund of the Municipality. It is used to account for all financial
resources, except those required to be accounted for in another fund.

Special Communities Fund — This is the fund used to account for all the transactions of the State Assignment
by Legislature Law for Special Communities. The primarily objectives of these assignments is the development
of projects for low income families in special communities.

State Assignment Fund — This is the fund used to account for all the transactions of the State Assignment by
Legislature Resolutions. The primarily objectives of these assignments is the development of projects on
communities, not-for-profit organizations, purchase of equipment and indirect assignment o persons of low and
moderate income. F

HUD Fund - This is the fund used to account for all the transactions of the HUD A‘rwards. The primarily
objectives of this program is the development of viable communities by providing decent housing, rent
assistance, a suitable living environment and expanded economic opportunities, principally for persons of low
and moderate income.

GASBS No. 34 eliminates the presentation of Account Groups, but provides for these records to be maintained and
incorporates the information into the Governmental column in the government-wide Statement of Net Assets.

D. Budgetary Data

The Municipality annually adopts the Budget Resolution for all operating funds of the Muynicipality except for certain
restricted accounts of Proprietary Funds and Special Revenue Funds. Budgetary control is legally maintained at the fund
level. The budget is prepared using the modified accrual basis of accounting with encumbrance included as budgetary
basis expenditures., The Municipality’s Budget Resolution provides transfer authority (1) to the Mayor and the
Management and Budget Director, within and between departments and funds, as long as the total budget of the
Municipality (net of interfund transfers) is not increased; (2) to the Management and Budget Director to implement grant
budgets as the grant applications are accepted by the Municipality; and (3) to the Management and Budget Director to
amend (re-appropriate) each new year’s budget, to the extent of outstanding encumbrances, and/or unexpended
project/grant appropriations at year end. Municipality’s Legislature action is required for (1) use of the budgeted
Legislature contingency, and (2) the approval of a supplemental appropriation(s). During the year, several supplemental
appropriations were necessary.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

NOTES TO THE FINANCIAL STATEMENTS

D. Budgetary Data

The budget columns (original and final budgets) of the Budgetary Comparison — General Fund reflect the original budget
and the amended budget (which have been adjusted for legally authorized revisions of the annual budgets during the
year). Appropriations, except reinaining project appropriations, encumbrances, and unexpended grant appropriations,
lapse at the end of each fiscal year.

Amendments to the budget, including transfers, require the approval of the Municipal Legislature. Unencumbered
appropriations lapse at the end of the next fiscal year. The Municipality follows these procedures, in accordance with law,
in order to establish the budgetary data reflected in the basic financial statements:

1. Prior of May 15 of each fiscal year, the Mayor submits to the Municipal Legislature a proposed budget for the
fiscal year commencing the following July | in addition of a budget message.

(2%

The budget document is available for public inspection prior to its approval by the Municipal Legislature.

The Commissioner of Municipal Affairs examines the budget to verify if it complied with the law’s standards
and sends it to the Mayor for any comments or recommendation before the limited date establishes by the Law.

lad

4, Prior to June 13, the annual budget is legally enacted through passage of the annual appropriation ordinance.

5. If a budget is not adopted prior to the end of the end of the fiscal year, the annual budget for the preceding fiscal
year, as approved by the Municipal Legislature and the Mayor, is automatically renewed for the ensuing fiscal
year until a new budget is approved. This permits the Municipality to continue making payments for its
operating and other expenses until the new budget is approved.

6. Subsequent to the enactment of the annual appropriation ordinance, the Municipal LeLislatun: has the authority
to make necessary amendments made during the fiscal year and are reflected in the qugel information included
in the Budgetary Comparison Schedule — General Fund.

Since the budgetary basis differs from accounting principles generally accepted in the United States of America (GAAP),
actual amounts for the General Fund in the accompanying Budgetary Comparison Schedule, is presented on the budgetary
basis to enhance comparability.

The principal differences between the budgetary and GAAP bases are the following:

I.  Encumbrances are recorded as expenditures under the budgetary basis and as a reserve of fund balances under
GAAP.

The non-exonerated portion of the property tax advances are presented as revenue in the budgetary basis and as
other financing sources under GAAP (See Note 9).

(g8 ]

Interfund transactions of the General and Special Revenue Funds are not included in the budgetary basis.

L

4. Certain accrued liabilities and other debts are not included in the budgetary basis.

5. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the budgetary
data.

g
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

NOTES TO THE FINANCIAL STATEMENTS

D. Budgetary Data

All encumbrance appropriations in the operating budget lapse at the end of the fiscal year. Property taxes collected during
the current year by the Municipal Revenue Collection Center (Fiscal Agent) are presented as revenues in the accounting
basis but are not considered in the budgetary schedule.

The special funds of the Special Revenue Fund have not been included in the budgetary comparison because balances are
not budgeted. Also the budget prepared for the Federal Finance Awards Programs included in the Capital Projects and
Special Revenue Funds is based on a program period which is not necessarily a year. Accordingly, it’s not practical to
present an annual comparison of budget for such programs.

E. Cash, Cash Equivalent and Investment

The Director of Finance of the Municipality is responsible for investing the available resources in certificates of deposit
and other short-term investments. Investments are made from the available combined funds of the Municipality and,
accordingly, it is not practical to disclose certificates of deposit and other short-term investments individually by fund in
the combined financial statements. Interest earned on certificates of deposit and other short-term investments are
recognized as revenue in the General Fund. Cash in the Special Revenue, Debt Service and Capital Project Funds are
restricted; accordingly, resources available were not used for pool investments.

Cash with fiscal agent represents property tax collections retained by the Municipal Revenues Collection Center and
undisbursed proceeds of cerfain bonds, loans or grants which are maintained in a cash custodian account by the
Government Development Bank of the Commonwealth of Puerto Rico.

This sinking fund is maintained by the Governmental Development Bank of Puerto Rico, agency'which acts as the insurer
and payer of the Municipality’s bonds and notes issued in accordance with law. |

1.
F. Receivable "

Receivable are stated nets of estimated allowances for uncollectible accounts, which are determined upon past collection
experience and current economic conditions. Receivable from Federal Government represents amounts owed to the
Municipality for reimbursement of expenditures incurred pursuant to federally funded programs.

G. Inventories

The General, Special Revenue and Capital Project Funds, purchases office and printing supplies, gasoline, oil and other
expendable supplies held for consumption. The cost of purchases is recorded as expenditure in the appropriate fund and
the inventory is not recorded in the basic financial statements.

H. Capital Assets

Property, plant and equipment purchased or acquired is carried at historical cost or estimated historical cost. Contributed
assets are recorded at fair market value as of the date received. The Municipality's capitalization levels are $500 on
personal property. For improvements other than buildings, the capital outlay must be greater than $10,000, extend the
estimated useful life for ten years, and be greater than 10% of the original cost of the asset. Other costs incurred for
repairs and maintenance is expensed as incurred.
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NOTES TO THE FINANCIAL STATEMENTS

H. Capital Assets (continuation)

Depreciation on all assets is provided on the straight-line basis over the following estimated useful lives: (See Table 1)

TABLE 1
CAPITAL ASSETS YEARS
Buildings and site [mprovements 40
Infrastructure 40
Works of art 10
Motor Vehicles, furniture and fixtures 5
Machinery and Equipments * 3-5

I. Compensated Absences

The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-related costs when earned
(or estimated to be earned) by the employee. The Municipality’s employees are granted 30 days of vacations and 18 days
of sick leave annually. Vacations may be accumulated up to a maximum of sixty (60) days and sick leave up to a
maximum of ninety (90) days. In the event of employee resignation, the employee is paid for accumulated vacation days
up to the maximum allowed. Separation from employment prior to use of all or part of the sick leave terminates all rights
for compensation, except for employees with ten years of service who are entitled to sick leave pay up to the maximum
allowed. The Municipality accrued a liability for compensated absences, which meet the following criteria:

. The Municipality's obligation relating to employee's rights to receive compensation #or future absences is
attributable to employee's services already rendered. by

2. The obligation relates to rights that vest or accumulate,

3. Payment of the compensation is probable.

4. The amount can be reasonably estimated.

In accordance with the above criteria and requirements as established by GASBS No. 16; the Municipality has accrued a
liability for compensated absences, which has been earned but not taken by Municipality’s employees. For the
government-wide statements, the current portion is the amount estimated to be used in the following year. For the
governmental funds statements, all of the compensated absences are considered long-term and therefore, are not a fund
liability and represents a reconciling item between the fund level and government-wide presentations (see Note 7).

The following is a summary of changes in the balance of Compensated Absences for the fiscal year ended June 30, 2004
(Tablec 2).

Table2

BALANCE RETIREMENTS BALANCE

JuLy I, NEW  AND CURRENT JUNE30, CURRENT LONG-TERM
2003 ISSUES MATURATES 2004 PORTION PORTION

$1.062487 § - (8 95177) § 967310 § 700488 § 266822
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J. Insurance

The Municipality has insurance coverage for its public facilities, primarily to provide protection from catastrophic losses.
Also, principal officials of the Municipality are covered under various surety bonds. The Secretary of the Treasury
Department of the Commonwealth of Puerto Rico is the agent commissioned to place all of the Municipality’s insurance
coverage. Corresponding premiums payable are withheld by the Municipal Revenue Collection Center from quarterly
advances of annual property tax and subsidy send to the Municipality.

K. Interfund Transactions

Interfund transactions are reflected as loans, reimbursements or transfers. Loans are reported as receivables and payables
as appropriate and are subject to elimination upon consolidation. Reimbursements occur when one fund incurs a cost,
charges the appropriate benefiting fund and reduces its related cost as a reimbursement. All other interfund transactions
are treated as transfers. Transfers between governmental or proprietary funds are netted as part of the reconciliation to the
government-wide columnar presentation. The Municipality has the following types of transactions among funds:

Interfund Transfers — Legally required transfers that are reported when incurred as transfers-in by the recipient
fund and as transfers-out by the disbursing fund, with receivables and payables presented as amounts due to and
due from other funds. Advances between funds are also presented as amounts due to and due from other funds.
However, these transfers and related amounts receivables and payables are considered internal balances and
activities that have been eliminated in the government-wide financial statements,

Residual Equity Transfers —Nonrecurring or no routine transfers of equity between funds. During the Fiscal Year
2003-2004 no transfers of this kind was made.

L. Reservations of Fund Balance — Governmental Funds |

The governmental fund financial statements present fund balance reserves for those portionls of fund balance (1) not
available for appropriation for expenditures or (2) legally segregated for a specific future use. The reserves for related
assets such as inventories and prepayments are examples of the former. Reserves for debt service and other specific
purposes are examples of the lafter,

M. Claims and Judgments

The estimated amount of the liability for claims and judgments, if any, which is due on demand, such as from adjudicated
or settled claims, is recorded in the General Fund. The Long-Term Liabilities includes’an amount estimated as a
contingent liability or liabilities with a fixed or expected due date, which will require future available financial resources
for its payment.

N. Use of Estimates
The preparation of the basic financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosures of contingent assets and liabilities at the date of the basic financial statements and the
reported revenue and expenses during the reporting period. Actual result could differ from those estimates.
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NOTE 2 CASH AND CASH EQUIVALENTS

The Municipality’s cash and cash equivalents at year-end were entirely covered by the Federal Deposit Insurance
Corporation (FDIC) coverage, up to a maximum of $100,000 in each bank, and the excess by collateral provided by the
banks and held by the Department of the Treasury pursuant the applicable laws and regulations. Cash with fiscal agent is
maintained in interest bearing accounts in the Government Development Bank of Puerto Rico and is not collateralized.

Puerto Rico laws authorize governmental entities to invest in direct obligations or obligations guaranteed by the federal
government or the Commonwealth of Puerto Rico. The Municipality is also allowed to invest in bank acceptances, other
bank obligations and certificates of deposit in financial institutions authorized to do business under the federal and
Commonwealth laws.

During the year, the Municipality invested its funds in interest bearing bank accounts and short-term certificates of deposit. As June 30,
2004, the market value of investments recorded in Special Revenue Fund approximated its carrying value as follow: (See Table 3)

CERTIFICATE TABLE 3
OF DEPOSIT PRINCIPAL INTEREST EXPIRATION
ISSUED BY NUMBER AMOUNT RATE DATE
Popular Bank of Puerto Rico 111000053 § 400,000 1.45% 01-17-05
Popular Bank of Puerto Rico 1110000054 2,000,000 1.45% 01-20-05
Popular Bank of Puerto Rico 1110000055 500,000 1.45% 10-22-04
Popular Bank of Puerto Rico 1110000056 300,000 1.45% 01-20-05
Popular Bank of Puerto Rico 1110000057 500,000 1.45% 01-06-05
Popular Bank of Puerto Rico 1110000058 600,000 1.45% 01-18-03
Popular Bank of Puerto Rico 1110000059 1,000,000 1.45% 02-15-05
Popular Bank of Puerto Rico 1110000060 500,000 1.45% 02-15-05
Popular Bank of Puerto Rico 1110000061 500,000 1.45% 01-12-05 |,
Popular Bank of Puerto Rico 1110000062 200,000 145% 01-12-05
POV s isnsbion §6,500,000 !

NOTE 3 INTERFUND TRANSFER AND BALANCES
A. INTERFUND TRANSFERS

Transfers are indicative of funding for operational debts funding. (See Table 4)

TABLE 4

INTERFUND TRANSFERS WITHIN THE GOVERNMENTAL FUNDS
SOURCES TRANSFER TO AMOUNT PURPOSE
General Fund  Debl Service Fund  $176,163 Debt Payment
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B. INTERFUND RECEIVABLE AND PAYABLE BALANCES

Interfund receivables and payables at June 30, 2004 are summarized as follows: (See Table 5)

TABLE S

INTERFUND
RECEIVABLE

General Fund
General Fund
General Fund
General Fund
Other Funds

TOTAL

State Assignment Fund General Fund

INTERFUND
PAYABLE AMOUNT

Special Communities Fund  $ 265,080
State Assignment Fund 21,148
HUD 103,759
Other Fund 582,724
General Fund 89§,620
35.234

£1.906,565

NOTE 5 CAPITAL ASSETS

Capital Assets activities for the fiscal year ended June 30, 2004 was as follows (See Table 6)

TADLE G
DESCRIPTION

Non-Depreciable Capital Assets:

Cuonstruction in Progress

Toral Non-Depreciable Capilal Assets......

Deprecinble Capital Assets:

BUHAIES it

Infrastructure ...........ooccurnea
Machinery and Equipment...,

Motor Vehieles........... cooeiveienieniinns

Total Depreciable Capital Assets..............

1 ess Accumulated Depreciation.

T Y e e S S

Infrasiructure ....coorvveeeirenoe.
Maclinery and Equipment...
Molor Vehicles

Total Accamulated Depreciation.............

“Tutal Depreciable Capital Assels (Net) ...

BALANCE t ] BALANCE
Jury 1, [ JUNE30,
2003 ADJUSTMENTS ADDITIONS RETIREMENTS' 2004

I

$ 1331391 § 5 § 723513 % - § 2,054,904
1,948,966 (621,613) . < 1,327,353
3.280,357 (621.613) 723513 3 3382.257
5,664,224 621,613 2,246,379 - 8532216
1,163,131 g 133,000 7 1,296,131
1,094,845 ' 128,865 2 1,223,710
1,463,320 = 187.908 = 1651228
9,385,520 621,613 2,696,152 - _12.703.285
(808,155) - (125,354) - (933,509)
(65,480) 3 (18,947) - (84,427)
(603,448) . (112,124) - (715,572)
(857.875) 2 (149,156) 5 (1.007.031)
(2,334,958) < (405,581) - _(2.740.539)
7,050,562 s 2,290,571 9,962,746

7
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Depreciation expenses were charged to governmental functions/programs as follows: (See Table 7)

TABLE 7 AMOUNT
General GOVEIMMENL ........ccovevreereuienevasescessesesnasenenes § 63,628
Mayor and Municipal ..........coecveiiiriinieiinioereinins 21,391
PUbHES AR soismvisisnanimmin i@ st 14,591
PO WIS o0 s essbontbisrsdrirmevinmpesnish it theseansotrade 88,162
Urban DevelOpmenL.........ccceeciieriesrivineminnsencieissersens 70,958
Sanitation... 46,640
Human Scrwces and We[fare 30,262
Culture and Recreation.............c.vciveevisemeressessaresns 69.949
‘&
Total Depreciation EXpenses...........conmnnas § 405,581

NOTE 7 GENERAL LONG-TERM DEBTS

A. GENERAL OBLIGATIONS BONDS

The principal long-term obligations of the Municipality are general obligations bonds and special notes issued to finance
the construction and improvements of public facilities and purchase of equipment. The Municipality’s obligations long-
term debt retirements are appropriated and paid from resources accumulated in the Debt Service Fund (See Note 8).

General obligations bonds as of June 30, 2004, are comprised of the following individual issues['_

DESCRIPTION Yy
General Obligations Bonds: ‘

$300,000 Series 1985, for operational purposes, payable in annual installments ranging from $6,000
to $21,000, excluding interests at 5.00%, through January 1, 2010... G S i

$650,000, Series 1987, for operational purposes, payable in annual installments ranging from $30,000

to $35,000, excluding interests at 8.50%, through July 1, 2007 .......ccoviiioioiiiiiiicicciiiiiri i cs e sr s ens

$905,000, Series 1987, for construction purposes, payable in annual installments ranging from $45,000
to $50,000, excluding interests at 9.00%, through July 1, 2007 .....c..cccoiviiiminiinseisn i

$70,000, Series 1988, for operational purposes payab!e in quaneriy installments of $875, e:.cludlng
interests at 8.00%, through July 1, 2007... LA SR A TR ARG AR T AR R R

$325.000 Series 1991, for operational purposes, payable in annual installments ranging from $6,000

to $25,000, excluding interests at 6.00%, through January 1, 2015 .........coveiimmiieiiimineneininsis i ensssssssiossens

$400,000, Series 1996, for operational purposes, payable in semiannual installments ranging from

$10.000 to $40,000, excluding interests at 8.00%, through July 1, 2016....c.cccviiiiiiniiniiniiins ittt

28
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NOTES TO THE FINANCIAL STATEMENTS

A. GENERAL OBLIGATIONS BONDS
DESCRIPTION

$505,000, Series 1999, for construction purposes, payable in semiannual instaliments ranging from

$10,000 to $40,000, excluding variable interests from 6.31% to 7.50%, through July 1, 2022 .........ccccvninnnns

$117,200, Series 1997, for operational purposes, payable in annual installments ranging from $3,000

to $7,900, excluding interests at 4.50%, through January 1, 2022 .......cc.coeiriineinmmiei i

$1,000,000, Series 2001, for construction purposes, payable in annual installments ranging from

$50,000 to $100,000, excluding interests at 4.08%, through August 1, 2003 (Paid through SBGP Fund)..............

LY
$3,000.,000, Series 2002, for construction purposes, payable in annual installments ranging from

$165,000 to $195,000, excluding interests at 5.00, through August 1, 2022 (Paid through SBGP Fund) ...............

$155,000, Series 2003, for purchase of equipment, payable in annual installments rangmg from $20,000

to $25,000, excluding interests at 5.50%, through July 1, 2009...

$420,000, Series 2003, for operational purposes, payable in annual installments ranging from $10,000
to $30,000, excluding interests at 5.50%, through July 1, 2027...

$410,000, Series 2004, for construction purposes, payable in annual installments ranging from $5,000
to $40,000, excluding interests at 7.00%, through July 1, 2028........... R e P AN

Total General DBlgations — BOMS i v iaiiacin ririssassrasemsrarissssssrss ssvonspasiasdvsibe d6ssmansrrpn resees rowsps s EevaA L TS Trarss OO bTiIAE S

Notes Payable: ;
DESCRIPTION
$145,000, Series 1998, for purchase of equipment, payable in semiannual installments ranging from

515,000 to $25,000, excluding interests at 7.00%, through July 1, 2005 .....c.ccociiiiiiininiiii i

$250,000, Series 1998, for purchase of equipment, payable in annual installments ranging from $31,000

to §4 1,000, excluding interests at 4.75%, through July 1, 2005 ..........coviiviiiriinriie s e seses

$240,000, Series 2000, for operational purposes, payable in annual installments ranging from $25,000

to $45,000, excluding interests at 7.50%, through July 1, 2006...

$385,000, Series 2002, for purchase of equipment, payable in semiannual installments ranging from

$45,000 to $65,000, excluding interests at 7.25%, through July 1, 2008 ...

$161,000, Series 2004, for construction purposes, payable in semiannual installments ranging from

$19,000 to $28,000, excluding interests at 5.50%, through July 1, 2010........coieicmeimininiceinrirr e e
TOTAl NOTES P ANADYR s snissssassnsssanmestTnisnons s bisssons b AR REs5 HEAT S TR R RTINS SRR T3 5 ST B AV LIS AL s

Total General Obligations Bonds and Notes

AMOUNT

440,000

100,800

1,000,000

3,000,000

115,000

410,000

400.000

— e TEre =

6,341,300

AMOUNT

25,000

41,000

85,000

245,000

245,000

S

538,000
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The annual requirements to amortize the general obligations outstanding as of June 30, 2004 are as follows (See Table 8):

TABLE S8
YEAR ENDING PRINCIPAL INTEREST ToTAL
JUNE 30, PAYMENT PAYMENT PAYMENT

2005 $ 473300 § 339998 § 833,298

2006 540,400 347,784 888,184
2007 514,600 322,166 836,766
2008 428,300 295,865 724,165
2009 367,500 276,005 643,505
2010-2014 1,640,600 1,114917 2,755,517
2015-2019 1,536,800 657,538 2,194,338
2020-2024 1,172,800 219,460 1,392,260
2025-2029 205,000 26,663 231,663

TOTAL  $6,879.300  $3.620,396 $10,499,696

B. OTHER LONG-TERM DEBTS

Following are the Other Long-Term Debts (See Table 9):

TABLE9 BALANCE RETIREMENTS BALANCE
Jury 1, NEW AND JUNE 30,
DESCRIPTION 2003 ISSUES  ADJUSTMENT 2004
Property Taxes— MRCC § 820,138 § - % 109415 § 710,723
Social Security Debt...... 7,207 - 960 6,247
Water Company............. 88,227 - 29,400 58,827
Compensated Absences. 1,062,487 - 95,177 967.310
TOTAL...covcmnsnrnn $1978.059 § - § 234952 §1,743.107

C. CHANGES IN GENERAL LONG-TERM DEBTS

The following is a summary of changes in long-term debts for the year ended June 30, 2004 (See Table 10):

TABLE 10 BALANCE RETIREMENTS BALANCE AMOUNTS AMOUNTS
JuLy 1, NEW AND JUNE 30, DuUEWITHIN' DUE AFTER

DESCRIPTION 2003 ISSUES ADJUSTMENT 2004 ONE YEAR NEXT YEAR
General............ $6,106,582 $ 410,000 §$ 175,282 $6,341,300 § 292,300 $6,049,000
Special........o.i.. 545,000 161,000 168,000 538,000 181,000 357,000
Others Deblts.... 1.978.059 - 234,952 1.743.107 700,488 1.042.619
TOTAL ....... 38.629.641 § 571000 $ 578234 $8.622.407 §$1.173.788 $7.448.619

- - il
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 8 DEBT RETIREMENT

Revenues of the debt service fund consists of the ad-valorem property taxes which are recognized as revenue when
collected from taxpayers and reported by the Municipal Revenue Collection Center of the Commonwealth of Puerio Rico
to the Municipality (See Note 9).

These property taxes are accumulated by the Municipal Revenue Collection Center in costs of the general obligations
bonds issued by the Municipality (See Note 7). Payments are made to the Government Development Bank of the
Commonwealth of Puerto Rico from such accumulated funds by the Municipal Revenue Collection Center of Puerto
Rico.

NOTE 9 PROPERTY TAXES

L
The Municipal Revenue Collection Center of the Commonwealth of Puerto Rico is responsible for the assessment of all
real and personal property located within the Municipality and for the levy, administration and collection of the
corresponding tax contribution,

The property tax contribution is levied each year over the appraised value of the property at the beginning of the calendar
year. The real property assessment is based on the current yalue existing in the year 1957 and the personal property at the
current value at the date of the assessment.

The tax rate per annum is 8.28% for real property and 6.28% for personal property of which 1.03% of both belong to the
Commonwealth of Puerto Rico and 7.25% and 5.25%, respectively, belongs to the Municipality. From the portion
belonging to the Municipality, 6.00% and 4.00%, respectively, represents the Municipality’s basic tax rate that is
appropriated for general purposes and therefore accounted for through the General Fund.

The remaining portion belonging to the Municipality of 1.25% represents the ad-valorem property taxes withheld by the
Municipal Revenue Collection Center of the Commonwealth of Puerto Rico and restricted for debt service, which is
accounted for through the Debt Service Fund (See Note B). The Municipality has not reached the maximum statutory tax
rate limit for the basic tax while there is no limitation for the ad-valorem tax rate.

The Commonwealth of Puerto Rico grants complete real property tax exoneration on the first $15,000 assessed valuation
on residential units occupied by their owners. However, the Municipality receives the full amount levied, except for
residential units assessed at less than $3,500 on which a complete exemption is granted. The Municipal Revenue
Collection Center, instead of the property taxpayer, becomes the source of payment in these cases.

The Municipality grants a complete exemption from personal property taxes up to an assessment value of $50,000 to
retailers with an annual net sales volume of less than $150,000. The Municipal Revenue Collection Center advances to
the Municipality, on monthly payments, 100% of the contribution assessed over property for each fiscal year. In
accordance to Law, these advances will be contributions by the Municipal Revenue Collection Center from taxpayers.
The Municipal Revenue Collection Center periodically informs to the Municipality the amounts collected from taxpayers
and applied to outstanding advances.

The Municipality records as revenue in the general fund the property tax contribution when received from monthly
advances from Municipal Revenue Collection Center.

Due to the fact that collections of property tax are applied to the advances of property tax paid by the Municipal Revenue

Collection Center, the amortization of the advance at end of year was not available due to that is in process of verification
by external auditors.

K|
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NOTE 10 VOLUME OF BUSINESS TAX

The volume of business tax is levied each year based on the prior year’s gross revenues for all commercial and industrial
organizations doing business in the Municipality and which are not totally or partially exempt from this tax under the
Industrial Incentives Laws of the Commonwealth of Puerto Rico. All taxpayers are required to file their declarations by
April 23 of each year. The tax rates are as follows:

a. 1.50% for financial institutions and savings and loan associations.
b. 0.30% for all other organizations.

Taxes are payable in two equal semi-annual installments on July 1 and January 1 following the date of levy. If they are
paid with declaration, the taxpayer is granted a 5% of discount. Collectipns of taxes during current fiscal year, applicable
to the next fiscal year, are recorded as deferred revenues in the General Fund.

NOTE 11 INTERGOVERNMENTAL REVENUES

Intergovernmental revenues consist primarily of funds received from the Commonwealth of Puerto Rico, “in lieu of tax™
payments from the quasi-public corporation, Puerto Rico Electric Power Authority, and federal financial assistance
received from federal government.

Grants and subsidies received from the Commonwealth of Puerto Rico and federal agencies include, among others, a
general subsidy for urban development and capital improvements. Intergovernmental revenues are accounted for through
the General Fund except for those directly related to urban development and capital improvements, which are accounted
for through the Special Revenue and the Capital Project Funds. Federal Financial Assistance is recorded in the Special
Revenue Fund. .}

NOTE 12 EMPLOYEE'S RETIREMENT PLAN fir

The Employee’s Retirement System of the Government of Puerto Rico and its instrumentality (ERS) is the administrator
of a cost-sharing multiple-employer retirement system established by the Commonwealth of Puerto Rico. The ERS 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 instrumentality and of certain municipalities and
components units not covered by their own retirement systems.

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of Agencies and Public
Instrumentality, Assistants of the Governor, the Comptroller of the Puerto Rico, Gubernatorial Board and Committee
appointees and Experimental Service Station employees. ERS provides retirement, death and disability benefits.
Disability retirement benefits are available to members for occupational and non-occupatjonal disabilities. Retirement
benefits depend upon age at retirement and number of years of credited service. Benefits vest after ten years of plan
participation.

The Municipality adopted the requirements of GASBS No. 25 for all the career employees that are covered under the
Commonwealth of Puerto Rico Employee’s Retirement System, a multiple-employer public employee retirement system,
established by State Laws.

Under the plan, the employees and employer portions are contributed, for which, the employee amount is withheld from
salaries. Covered employees are required by Commonwealth statute to contribute 5.775% for, the first $550 of monthly
salary plus 8.275% for the excess of this amount, or on the alternative, 8.275% of all salary, The Municipality contributes
to the system 9.275% of the participating employee’s salaries.
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Law Number 305 of September 24, 1999, amendments the Act Number 447 that establish a savings program. All
employees active in the system as of December 31, 1999 may elect to transfer from define contribution programs to the
new savings program (a defined contribution plan). Employees in the savings program :may now contribute from a
minimum of 8.275% up to a maximum of 10% of their monthly salary, and will invested in an account which will either:
(a) earn a fixed rate based on the two-year Constant Maturity Treasury Note or, (b) earn a rate equal to 75% aof the return
of the System’s investment portfolio (net of management fees), or (c) earn a combination of both alternatives. [f at time of
retirement accumulated benefits amount to $10,000 or less may elect to receive a lump sum distribution up to the
accumulated benefits. Under the new program the retirement age is reduced from 65 to 60 for those employees who
joined the current plan on or after April 1, 1990.

The pension benefit for participants who retire with less than 30 years of service is computed at the rate of 12% of their
average compensation for each year of credit service for the remaining years. The System also provides for death and
disability benefits and the assets of the System pertaining to the participgnt employees.

A variety of significant actuarial assumptions are used to determine the standard measure of the pension benefit obligation
and these assumptions are summarized below:

a. The present value of the future pension payments was computed by using a discount of 9%.
b. Future pension payments reflect an assumption of a 6% salary increase.
All employees that do not elect to transfer for the new program and who at the time of employment are 55 years old or

less are eligible to participate in the System. Pension benefits for participants with 30 years of service are as follows (See
Table 11)

YEARS . PARTICIPANT'S Ta-\!u.z 11

OF SERVICE AGE PENSION BENEFITS o

J0ormore 55orless 65% of the average of the three years of highest salary during the
employee’s service period.

10 or mare S8 ormore 75% of the averape of the three years of highest salary during the
employee’s service period.

30 ormore 65 ormore 75% of the average of the three years of highest salary during the
employee’s service period (employees started working after April 1, 1990).

The amount of the total pension benefit obligation is based on a standardized measurement established by GASBS No.
27, Financial Reporting for Defined Benefit Pension Plans and Notes Disclosure for Defined Contributions Plans. The
standardized measurement is the actuarial present value of estimated defined pension benefits, adjusted for the effects of
projected salary increases and step-rate benefits, estimated to be payable in the future as a result of employee services
performed to date. The measure is intended to help users assess the System’s funding status on a going-concern basis,
assess progress made in accumulating sufficient assets to pay benefits when due, and make comparisons among other
public retirement systems. The measure is independent of the actuarial funding method used to determine contributions to
the plan.

The membership of retirees and beneficiaries currently receiving benefits and terminated employees entitled to benefits,

but not yet receiving benefits, and active employees and the distribution of active employees between vested and non-
vested is not readily available.
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Contributions in 2004 and prior years were made based on percentages established by the law. Such percentage has not
been based on actuarial studies, as required by accounting principles generally accepted in the United States of America,
An actuarial compilation of the annual contribution applicable to the Municipality has not:been prepared. Accordingly,
the accounts by which the actual contributions differ from the required actuarial contributions are not known.

The total pension expenditures recorded in the category of administration for the Fiscal Year Ended June 30, 2004 was
approximately $179,890. All employees who at the time of employment are 55 years old or less are eligible to participate
in the System. No benefit is payable if the participant receives a refund of his accumulated contributions.

The historical trend information regarding the accumulation of assets and pension benefit obligation in the ERS is not
available. For the ten-year trend information, refer to the separately issued financial statements of the ERS as of and for
the fiscal year ended June 30, 2004. The P.R. Retirement Plan Administration provides additional information of the ERS.
They issue a publicly available financial report that includes financial statements and required supplementary information
for ERS, as a component unit of the Commonwealth of Puerto Rico. That report may be obtained by writing to the
Administration at PO Box 42003, Minillas Station, San Juan, PR 00940.

NOTE 13 CONTINGENCIES
A. CLAIMS AND JUDGMENTS

The Municipality is, at present, a defendant in a number of legal matters that arise from alleged improper application of
policies and negligence in the ordinary course of the Municipality’s activities. The legal counsel of the Municipality has
advised that at this stage in the proceedings of lawsuits he cannot offer an opinion as to the probable outcome.

In addition, the Municipality is a defendant or co-defendant in several legal proceedings, which are in discovery stage.
Certain of these claims are covered by insurance. Legal counsel with the information cyrrently available can not
determine the final outcome of these claims. Accordingly, the financial statements do not inclijde adjustmenl if any, that
could result from the resolution of this legal proceeding. However, it has been the Mummpqlity s experience that such
actions are settled for amounts substantially less than the claimed amounts.

B. FEDERAL GRANTS

In the normal course of operations, the Municipality receives grants from various Federal and State agencies. The grant
programs are subject to audit by agents of the granting authority, the purpose of which is to ensure compliance with
conditions precedent to the granting of funds. Any liability for reimbursement which may arise as the result of these
audits is not believed to be material.

NOTE 14 ACCOUNTING CHANGES, CHANGES IN REPORTING ENTITY AND RESTATEMENTS

During fiscal year 2003-2004, the Municipality implemented several new accounting standards and an interpretation
issued by GASB.

GASBS No. 34 as amended by GASBS No. 37, 40 and 41 establishes new financial reporting standards for state and local
governments. This statement's requirements represent a significant change in the financial reporting model used by state
and local governments, including statement formats and changes in fund types and elimination of account groups. In
addition to fund financial statements, governments are required to report government-wide financial statements, prepared
using the accrual basis of accounting and the economic resources measurement focus. As a result, fund reclassifications
and adjustments to the fund equities reported in the prior financial statement balances were required.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

NOTES TO THE FINANCIAL STATEMENTS

GASBS No. 38 requires certain note disclosures when GASBS No. 34 is implemented. The provisions of these new
standards have been incorporated into the basic financial statements and notes.

GASB Interpretation No. 6 clarifies the application of existing standards for distinguishing the respective portions of
certain types of liabilities that should be reported as (1) governmental fund liabilities and (2) general long-term liabilities
of the government. The provisions of this interpretation have been incorporated into the basic financial statements and
notes.

These new accounting standards caused most of the accounting changes, changes in reporting entity, and restatements
described on the ensuing discussions below. Changes and restatements for reasons other than the adoption of the above
pronouncements are also explained below.

Also, restatements were presented for prior period adjustment of Special Revenue Funds of the Audited Financial
Statements as of June 30, 2003. Table 12 reconciles the June 30, 2003 Fund Balance, as previously reported to Beginning
Fund Balances as restated, July 1, 2003.

FUND BALANCE RESTATED Table 12 W
OTHER 3\’

GENERAL HUD GOVERNMENTAL ! A

Funp FunD \ A
A
Fund Balance (Deficit)/Net Assets, Pty .y
as Reported, June 30, 2003..........c...ooco.... (5 878,892) $3,000,000 $2,275,785 v A\
Interfund Transaction Restatement............ 87747 > (438,747) A '

N - \

Restatement as per GAAP .......c.cocorvunicorene - 163,128 399.209 | v |

Beginning Fund Balance (Deficit)
as Restated, July 1, 2003 ccoccvverscirirennee (3.440,145) 33,163,128 §2,236.247

NOTE 15 FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENT
The Governmental Accounting Standards Board (GASB) issued GASBS No. 42, Accounting and Financial Reporting for
Impairment of Capital Assets and for Insurance Recoveries, which is effective for fiscal year beginning after December

15, 2004. Early application is encouraged. The Municipality has not adopted the requirement of this statement. Other two
pronouncements are issued (GASBS Nos. 43 and 44), but do not apply to the Municipality.

END OF NOTES
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

ACTUAL AMOUNTS
(BUDGETARY BASIS)
(SEENOTE A)

($__440,145)

BUDGET AMOUNTS
ORIGINAL FINAL
BUDGETARY FUND BALANCE (DEFICIT),
JULY 1, 2003 (3__ 440,145) (8 440,145)
Resources (Inflows):
Propetty TaXes .o simpsisivisnirigmeess o 907,116 1,042,869
Volume of Business Taxes.............. 930,000 930,000
Intergovernmental Revenues...........c.ccceeeee 3,925,976 3925976
License and Permils ... couuemerunimssnimmis s 601,120 601,120
BRI oo sy s sty s S RS DTS 60,000 130,000
MISCEIIAREONS <..oeeonssenssssssmnssosspsessessiisssspibiionrns: o 1 9S.G9R __ 369.052
Total Resources (INFlOWS) ccvveeeiveecieeninneannnnens 6.580.210 6.999.017
Amounts Available for Appropriation ............ 6.140.065 6.588.872
Charges to Appropriations (Outflows):
Mayor and Municipal Legislature ............ccco.c.... 709,702 840,427
General GOVErMMENL........ccieveireeiieieneeirerneeieenns 2,246,061 2,329,647
Public Safety .......cccoovevricrernnrnns 560,341 490,489
Public Works.........cooevennieritenns 1,064,077 1,554,700
Culture and Recreation............. 446,228 355,565
Health and Sanitation.........ccccueen.. 648,209 648,018
Human Scrvices and Welfare....... 628,106 471,225
Urban Development................. 93,764 77,397
Capilal Qutlay ...........rverieicnene 30,457 55,386
Transfer to Other Funds ..o 153,265 176.163
Total Charges 10 Approprialions........c.cieees 6,580,210 6,999,017
BUDGETARY FUND BALANCE (DEFICIT),
JUNE 30, 2004 ($__440.145) (8__440,145)

See accompanying Noles to Required Supplementary [nformation.
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908,049
954,044
4,227,442
523,249
90,089
776.892

7.479.765
7.039.620

835,906
2,285,188
491,331
1,524,744
353473
620,828
471,176
47,234
49,592

176.163

6.858.635

3 180,985

VARIANCE WITII
FINAL BUDGET
POSITIVE (NEGATIVE)

§ -

(134,820)
24,044
301,466
(77.871)
(39.911)
407,840

480,748

—_—

480,748

4.521]
44,459
(842)
28,956
92
27,190

30,163
5,794

140,382

o -



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
JAYUYA, PUERTO RICO

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

NOTE A Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and
Expenditures

GENERAL FUND
Sources/Inflows of Resources:

Actual Amounts (Budgetary Basis) “Available for Appropriation” from the
Budgetary Comparison Schedule (See Page 36).......cccocureieimriiiniicienisinnsessesssesiesesss e $ 7,039,620

Difference — Budget to GAAP:

.
The Fund Balance at the Beginning of Year is a budgetary resource but is not a

Cuirent-Year Revenue for financial reporting purposes. ... ciiicciraiiinnessieeniisssensesessinais 440,145
Curent AdjUSIMENIS 10 RBYENUES i siutiniinmisiiasstnssimmnsyssesaisnsbariahsnsss sashsprsssEsnssessesas somsbrsnyassass 931,935

Total Revenues as Reported on the Statement of Governmental Funds Revenues,
Expenditures and Changes in Fund Balance (See Page 36)...c..c.ccoceieiviiiiciiminnisiniesininan s $ 8411700

Uses/Outflows of Resources:

Actual Amounts (Budgetary Basis) “Total Charges to Appropriation™” from the

Budgetary Comparison Schedule (See Page 36).......cccoeeeeminiviereiniesrennesieeeeeesenecssssnsssarsessssssases $ 6,858,635
Difference - Budget to GAAP: |
!
Prior Year expenditures are not outflows of budgetary resources but are expenditures Uy
For financial repOrting PUIPOSES .......vviireiriiaereimisiiirestine bt tissecasrssesrsssesnessstasssbssberasncasstassastoss 164,582
Encumbrances for supplies and equipment ordered but not received are reported
in the year the order is placed for budgetary reporting PUrpOSES. ........oevrerirreresersersresasssamsereens (373,278)
Agjustment 0 EXPENOIIUNES .ccooimismiiain i s s fosis i iitid i asesesi s soaseisisststssios 1,465,519
Transfers to other funds are outflows of budgetary resources but are not expenditures
for financial reporting PUIPOSES. ...c.oviiuiiriiirriniss it sa st st raesessebeebesbanssbasnsnnenensinnts (176.163)
Total Expenditures as Reported on the Statement of Governmental Funds Revenues,
Expenditures and Changes in Fund Balance (See Page 36)...........cccoomruniiurueiisceiicssasionsisssnninns $ 7,939,295

NOTE B Explanation of Differences between Budgetary Fund Balance and GAAP Fund Balance
Budgetary Fund Balance, June 30, 2004 (See Page 36) .......cococeievnnnraevinccsnrensenisssisessssssssenses $ 180,985

Timing Differences:

NG DU EBHEY TOBIIE (i iciismsosn i oriovssusiss s srismsaisoresinmmme s o (AN e RS s s Sy (712,053)
Unreserved Fund Balance (Deficit), June 30, 2004 (See Page 14)........cccccoovivviinviiviereeneerersisseeonnss (§_531,068)
END OF THIS SECTION
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

FEDERAL GRANTOR / PASS THROUGH
GRANTOR / PROGRAM OR CLUSTER TITLE

U S Depariment of Agriculture:

Pass Through State — Office of the Governor,
Regional Elderly Office:

Child and Adult Care Food Program...........cccccvvinniene
Total U.S. Department of Apricullure........cccoovvininninenins
U.S. Department of Commerce’
Economic Development Administration.........c.coevveeerenenns
U.S. Deparlment of Housing and Urban Development:
Dhirect Programs:
Section 8 Housing Choices VOUChErS .......cocccuvviviciciacianes
Indirect Programs:

Pass Through State — Office of the
Commissioner of Municipal Affairs

State Block Grant Program (SBGP).....c.cccoovveeirernnne

Community Development Block Granlts
Section 108 Loan GUATANIEES.....ococviivrreeeiriineeisicreeanas

Total U.S. Department of Housing and Urban Development

Subtotal Expenditures of Federal Awards
(Balance Carry Forward)..........cooververe conimreernescersoneenins

FEDERAL PASS-THROUGH
CFDA ENTITY IDENTIFYING ToTaL
NUMBER NUMBER EXPENDITURES
10.558 N/AV $ 22754
22,754
11.300 268.250
14,871 17.452
14,228 02-FD
01-FD .
00-FD-FC
99-FD-FC
98-FD
97-FD
95-FD 1,013,511
14,248 465,147
1.496.110
1,787,114
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

FEDERAL PAss-THROUGH
FEDERAL GRANTOR / PASS THROUGH CFDA ENTITY IDENTIFYING ToTAL
GRANTOR / PROGRAM OR CLUSTER TITLE NUMBER NUMBER EXPENDITURES
Sublotal Expenditures of Federal Awards
(Balance Brought Forward)........ccoocviviinnenniiciinicinienesinnns $1.787.114
LS. Federal Emergency Management Administration (FEMA):
Pass-Through Office of the Governor:
Public Assistant Grant..........ccommiionme e 83.544 FEMAI1136DR-PR
FEMA1247DR-PR 21,145
Hazard Mitigation Granl ... 83.548 ; N/AV 83.682
l'otal 1.S. Federal Emergency Management
Administration (FEMA): ... 104.827
U.S. Department of Health and Human Services
Pass-Through Office of the Governor, Regional Elderly Office;
Special Program for Aging, Title I, Part B .....ccccooeivnninnn 93.045 N/AV 145,483
Pass-Through Instilulo de Sérvicios Comunales, Inc. (INSEC):
Community Services Block Grant ........cccccecvvvviviiniciievennen 93.569 N/AV 25,700
Pass-Through Administration of Children and Families: i
Child Care and Development Block Grant ... 93.575 N/AV 271.734
Total U.S. Departmenl of Health and Human Services... _ 442917
TOTAL EXPENDITURES OF FEDERAL AWARDS.... $2,334,858

I'he accompanying Notes to Schedule of Expenditures of Federal Awards are an integral of this Schedule.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 6

NOTE 7

GENERAL

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
the Municipality of Jayuya, Puerto Rico (Municipality) and is presented on the modified accrual basis.
The information in this schedule is presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Praofit Organizations. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of, the
general-purpose financial statements, The reporting entity is defined in Note (1) (A) to the general-
purpose combined financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. The accompanying Schedule of Expenditures of Federal Awards is prepared from Municipality’s
accounting records and is not intended to present financial position or the results of operations.

B. The Municipality in accordance with the terms records the financial transactions and conditions of
the grants, which are consistent with accounting principles generally accepted in the United States
of America.

C. Expenditures are recognized in the accounting period in which the liability is incurred, if
measurable or when actually paid, whichever occurs first.

FEDERAL CFDA NUMBER

The CFDA numbers included in this Schedule are determined based on the program name, review of
grant contract information and the Office of Management and Budget's Catalogue of Federal Domestic
Assistance. |

J.
PASS-THROUGH GRANTOR’S NUMBER P

State or local government redistribution of federal awards to the Municipality, treated as if 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 identifying number assigned by the pass-through entity for
federal awards received as a subrecipient. Numbers identified as N/AV are not available.

LOAN OUTSTANDING

At June 30, 2003, the Municipality had an outstanding loan balance under program Section 108 Loan
Guarantee Assistance (CFDA No. 14.228), for which the grantor does not impose continuing
compliance requirements. The outstanding balance of the Loan Guarantee Assistance at June 30, 2003
was $4,000,000.

MAJOR PROGRAMS

Major programs are identified in the Summary of Auditor’s Results Section of the Schedule of
Findings and Questioned Costs,

END OF NOTES
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.' MENDOZA & RAMOS

Contadores Piiblicos Autorizados, C.S.P.

P.O. Box 35 * Guayama, Puerto Rico 00785 » Telefax 787-864-9271

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON lNTi".'.RNAL CONTROL
OVER FINANCIAL REPORTING BASED UPON THE AUDIT PERFORMED 1IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the Municipal Legislature
Municipality of Jayuya
Jayuya, Puerto Rico

LY
We have audited the basic financial statements of Municipality of Jayuya, Puerto Rico (the
“Municipality”) as of and for the fiscal vear ended June 30, 2004, and have issued report thereon dated
November 24, 2004. 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’s 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 tj:a 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 instance of noncompliance that is required to be reported under Government
Auditing Standards and which is described in the accompanying Schedule of Findings and Questioned Costs as item
04-11-01.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Municipality’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
basic financial statements and not to provide assurance on the internal control over financial reporting.
Our consideration of the internal control over financial reporting 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 does not reduce to a
relatively low level the risk that misstatements in amounts that would be material in relation to the basic
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. We noted no matters involving the internal
control over financial reporting and its operation that we consider to be material weakness, However, we
noled other matters involving the internal control over financial reporting, which we have reported to
management of the Municipality in a separate letter dated November 24, 2004.
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Il MENDOZA & RAMOS

Contadores Piiblicos Autorizados, C.S.P.

P.O. Box 35 = Guayama, Puerto Rico 00785 * Telefax 787-864-9271

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND INTERNAL CONTROL
OVER COMPLIANCE APPLICABLE TO EACH MAJOR FEDERAL AWARD PROGRAM
AND ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

To the Honorable Mayor and
Members of the Municipal Legislature
Municipality of Jayuya

Jayuya, Puerto Rico

Compliance

We have audited the compliance of the Municipality of Jayuya, Puerto Rico (the “Municipality”) 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
fiscal year ended June 30, 2004. The Municipality’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 the Municipality’s management. Our responsibility is to express an
opinion on the Municipality’s compliance based rn our audit. |

We conducted our audit of compliance in accordance with auditing standards generqjlly accepted in the
United States of America; the standards applicable to financial audits contained in Govermment 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 the
Municipality’s compliance with those requirements and performing such others procedures, as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the Municipality’s compliance with those
requirements. : a

As discussed in the accompanying Schedule of Findings and Questioned Costs listed in the Table of
Contents, the Municipality did not comply with the requirements regarding allowed or unallowed and
procurement standard that are applicable to its Section 108 Loan Guarantees. Compliance with such
requirements is necessary, in our opinion, for the Municipality to comply with requirements applicable (o
that program.

In our opinion, except for the instances of non-compliance identified above, the Municipality complied, in
all material respects, with the requirements referred to above that are applicable t6 each of its major
federal programs for the year ended June 30, 2004. However, the results of our auditing procedures
disclosed an instance of noncompliance with those requirements, which 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,
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED UPON THE AUDIT PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Page 2

This report is intended solely for the information and use of the Municipal Legislature, management,
Office of the Commissioner of Municipal Affairs, federal awarding agencies, state funding agencies, and
pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

CERTIFIED PUBLIC ACCOUNTANTS, C.S.P.

Guayama, Puerto Rico
November 24, 2004

Stamp number 2026984 was
alTixed Lo the original of this
report.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND INTERNAL CONTROL
OVER COMPLIANCE APPLICABLE TO EACH MAJOR FEDERAL AWARD PROGRAM
AND ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Page 2

Internal Control Qver Compliance

The management of the Municipality 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 the Municipality’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 and
to test and report on the internal control over compliance in accordance with OMB Circular A-133.

We noted certain maftters involving the internal control over compliance 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 compliance that,
in our judgment, could adversely affect the Municipality’s ability to administer a major federal program
in accordance with the applicable requirements of laws, regulations, contracts and grants. Reportable
conditions are described in the accompanying Schedule of Findings and Questioned Costs as item 04-111-
02.

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 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. Our consideration of the internal control over
compliance would not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditjons that are also
considered to be material weaknesses. However we believe none of the reportable cénditions described
above to be material weakness. 4

This report is intended solely for the information and use of the Municipal Legislature, management,
Office of the Commissioner of Municipal Affairs, federal awarding agencies, state funding agencies, and
pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

Uz forre

CERTIFIED PUBLIC ACCOUNTANTS, C.S.P.

Guayama, Puerto Rico
November 24, 2004

Stamp number 2026985 was
afTixed to the oniginal of this

report.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2004

SECTION [ - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued: B Unqualified Opinion
O Adverse Opinion

Internal control over financial reporting:

® Reportable condition(s) identified? O Yes

® Material weakness(es) identified? O Yes
L

Noncompliance malerial to financial statements noted? O Yes

Federal Awards

Internal control over major programs:

@® Reporiable condition(s) identified? Yes

@ Material weakness (es) identified? O Yes

Type of auditors’ report issued on compliance for

Major Programs: O Ungqualified Opinion
O Adverse Opinion

Any audit finding disclosed that are required to be reported

[0 Qualified Opinion
[0 Disclaimer Opinion

& None Reported
E No

¥ No

O None Reported

& No

E Qualified Opinion
-FI Disclaimer Opinion
j\

i

in accordance with OMB Circular A-133? B Yes O No
The Municipality’s major programs were:
CFDA Number Name of Federal Program
14218 Community Development Block Grants / Entitlement Grants
14.248 Section 108 Loan Guarantees :
Dollar threshold used to distinguish between
Type A and Type B Programs: $300,000
Auditee qualified as low-risk auditee? O Yes B No
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCALYEAR ENDED JUNE 30, 2004

SECTION II - FINDINGS ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON
THE AUDIT OF THE BASIC FINANCIAL STATEMENTS

NO MATTER IS REPORTED.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

SECTION 111 — FINDINGS ON COMPLIANCE AND ON INTERNAL CONTROL OVER COMPLIANCE WITH REQUIREMENTS

APPLICABLE TO FEDERAL PROGRAMS

FINDING

FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE

CONDITION

CRITERIA

EFFECT

CAUSE

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

04-111-01

SECTION 108 LOAN GUARANTEES (CFDA NO. 14.248)
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS-THROUGH STATE - OFFICE OF COMMISSIONER OF
MUNICIPAL AFFAIRS

COMPLIANCE AND INTERNAL CONTROL
ACTIVITIES ALLOWED OR UNALLOWED

During our test we noted that the Municipality used funds in the amount of
$152,776 from the budget of Section 108 assigned for construction purposes to
paid the interests of the loan due in fiscal year 2003-04.

OMB Circular A-87 Cost Principles for State, Local, and Indian Tribal
Governments,Subpart C Basic Guidelines 1(d) states that a cost to be allowable must
conform to any limitations or exclusions set forth in these principles, Federal laws, terms
and conditions of the Federal award, or other governing regulations as to lypes or
amounts of cost items.

Municipality is spending specific project funds in activities not related with the
purposes of the grant. |

!
The project can not be completed by the Municipali(y.l:[ecause the funds are
been used in other activities.

Municipality should use CDBG funds for repayment of the loan. Under Section
106 of the Act any funds available to the State or Borrower are authorized to be
used by the State or Borrower for payments due on the note.

$152,776

Pending the Corrective Action Plan.
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MUNICIPALITY OF JAYUYA, PUERTO RICO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2004

SECTION Il — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAMS

REQUIREMENT
NONCOMPLIANCE

CONDITION

CRITERIA

EFFECT

CAUSE

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

04-111-02

SECTION 108 LOAN GUARANTEES (CFDA NO. 14.248)
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS-THROUGH STATE - OFFICE OF COMMISSIONER OF
MUNICIPAL AFFAIRS

STATE BLOCK GRANTS PROGRAM (SBGP) (CFDA NO..228)
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS THROUGH STATE - OFFICE OF COMMISIONER OF
MUNICIPAL AFFAIRS

L

COMPLIANCE AND INTERNAL CONTROL
PROCUREMENT STANDARDS

The model for construction contracts over $10,000 used by the Municipality did
not contain the clauses detailed for compliance with the provisions for
suspension and debarment, granting access to GAO and other federal agencies to
books and documents, Davis-Bacon, contract work hours and safety standards;
and compliance with Executive Order 11246 EEQ, Clear Air and Clear Water
Act Energy Policy and Conservation Act for contracts over $100,000, as
required by the program regulation.

Code of Federal Regulations, Subpart C, 24 CFR Section §5.36 (i) (1-13) stated
that subgrantee’s contract must contain provision in p; ragraph (i) of these
Sections. Federal agencies are permitted to require changés, remedies, changed
conditions, access and records retention, suspension of work, and other clauses
approved by the Office of Procurement Policy.

Municipality is not in compliance with Subpart C, 24 CFR, Section 85.36 (i) (1-
13) of OMB Common Rules.

Federal Program and Finance Departments did not maintain appropriate
procurement standard procedures; in order to assure that contractor complies
with some requirements.

We recommend management to update contract model according with the
federal requirement.

None

Pending the Corrective Action Plan.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF PRIOR AUDIT’S FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(1) Audit Findings that have been Fully Corrected:

FISCAL YEAR 2003

Finding Number 03-111-01 Allowable Cost — Not available receiving report.
CFDA Number 14.228

Questioned Cost None

Auditee Comments System and procedures are corrected.

LS

Finding Number 03-111-02  Davis Bacon — Monitory of payroll,

CFDA Number 14.228
83.544
Questioned Cost None
Auditee Comments System and procedures are corrected.

Finding Number 03-111-03  Equipment & Real Property Management — Subsidiary Records.

'

CFDA Number 14.228 I

4
Questioned Cost None :
Auditee Comments System and procedures are corrected.

FISCAL YEAR 2002

Finding Number 02-11I-01  Allowable Cost/Cost Principles — Cancellation of documents.

CFDA Number 14.228
83.544
Questioned Cost None
Auditee Comments System and procedures are corrected.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF PRIOR AUDIT’S FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(1) Audit Findings that have been Fully Corrected

FISCAL YEAR 2002

Finding Number 02-111-02  Equipment & Real Property Management — Subsidiary Records.

CFDA Number 14.228
Questioned Cost None
Auditee Comments System and procedures are corrected.

&

Finding Number 02-111-05  Special Tests and Provisions — Initial Inspections.

CFDA Number 14.228

Questioned Cost None

Auditee Comments System and procedures are corrected.

Finding Number 02-111-06 Special Tests and Provisions — [ntermediate Inspections.
CFDA Number 14.228 |

Questioned Cost None | !!

Auditee Comments System and procedures are corrected.

FISCAL YEAR 2001

Finding Number 2001-1 Equipment & Real Property Management — Subsidiary Records.

CFDA Number 14.228
Questioned Cost None
Auditee Comments System and procedures are corrected.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF PRIOR AUDIT’S FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(1) Audit Findings that have been Fully Corrected: (continuation)

(2)

FISCAL YEAR 2000

Finding Number 00-111-05
CFDA Number 83.544
Questioned Cost None

Auditee Comments

Finding Number 00-111-06
CFDA Number 14.228
Questioned Cost None

Auditee Comments

Davis-Bacon Act — Monitoring of Payroll.

System and procedures are corrected.

LY

Equipment & Real Property Management — Subsidiary Records.

System and procedures are corrected.

Audit Findings not Corrected or Partially Corrected:

FISCAL YEAR 2003

Finding Number 03-111-04
CFDA Number 14.248
Questioned Cost None

Auditee Comments

FISCAL YEAR 2002

Finding Number 02-111-04

CFDA Number 14.228
83.544
Questioned Cost None

Auditee Comments

Procurement Standards — Contract Clauses. [

The Federal Programs Director will implement internal control procedures
to assure compliance with this finding.

Procurement Standards — Contract Clauses.

The Federal Programs Director will implement internal control procedures
to assure compliance with this finding.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA, PUERTO RICO

SCHEDULE OF PRIOR AUDIT’S FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(3) Corrective action taken is significantly different from corrective action previously reported:
NONE
(4) Audit findings is no longer valid:

NONE

END OF SCHEDULE
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MUNICIPALITY OF JAYUYA
FINANCIAL DEPARTMENT

P. 0. BOX 488

JAYUYA, PUERTO RICO 00664

CORRECTIVE ACTION PLAN FOR THE YEAR ENDED JUNE, 2004

SINGLE AUDIT, 2003-04

1

¢

FINDING RESPONSIBLE MANAGEMENT CORRECTIVE ANTICIPATED
NUMBER INDIVIDUAL VIEWS ACTION COMPLETION
PLAN DATE
04-111-01 Federal Programs Director We agree with the findings and Municipality Mayor instructed
recommendations. Federal Programs Director to
make arrangements in order to
reinburst amounts used from
Section 108 Budget from non
Federal Funds. jun. 30, 2005
04-111-02 Federal Programs Director. We agree with the findings Municipality Mayor gave
and recmmendations. instructions to the Federal
Programs Director to update
the contrac model according
with the federal requirement. Jun. 30, 2005

AUDITEE:

HON. .mgci L. GONZALEZ OTERO - MAYOR

v



INTERNET REPORT ID: 157115

2/26/2005

OMB No. 0348-0057

rorm SF-SAC

(5-2004)

U.S. DEPT. OF COMM.= Econ, and Stat, Admin~ U.S, CENSUS BUREAU
ACTING AS COLLECTING AGENT FOR
OFFICE OF MANAGEMENT AND BUDGET

HOFIT ORGANIZATIONS

Data collection Form for Reportin
AUDITS OF STATES, LOCAL GOVERNMENTS, AND NON-.

for Fiscal Year Ending Dates In 2004, 2005, or 2006

)

Complete this form, as required by OMB Circular A-133, "Audits
of States, Local Governments, and Non-Profit Orgamzahons

Federal Audit Clearinghouse
1201 E. 10th Street
Jeffersonvlile, IN 47132

)

GENERAL INFORMATION (To be completed by auditee, except for Items 4 and 7)

3. Audit period covered

;B Fscal period ending date for this submission

Month Day Year

06 / 30 /2004 Fiscal Period End Dates Must

| Be In 2004, 2005, or 2006

2. Type of Circular A-133 audit

1(X Single audit 2 Program-specific audit

1[X] Annual 2[J Biennial 3[J Other -

Months

4. FEDERAL Date received b
GOVERNMENT  Federal clearing
USE ONLY

5. Auditee Identification Numbers

a. Primary Employer Identification Number (EIN) b. Are multiple EINs covered in this report? 1[JYes 2[XINo
= c. If Part |, Item 5b = "Yes," complete Part |, ltem 5¢
6|6 0[4/3[3[5]|1]5 on the continuation sheet on Page 4.
d. Data Universal Numbering System (DUNS) Number e. Are multiple DUNS covered in this report? 1[1Yes 2[JNo

If Part |, Item 5e = "Yes," complete Part |, Item 5f

f.
on the continuation sheet on Page 4.

6. AUDITEE INFORMATION

7. AUDITOR INFORMATION (70 be completed by auditor)

a. Auditee name a. Auditor name
MUNICIPIO DE JAYUYA CPA MENDOZA & RAMOS
b. Auditee address (Number and street) b. Auditor address (Number and street)
APARTADO 488 PO BOX 35
City City
JAYUYA GUAYAMA
State ZIP + 4 Code X State ZIP + 4 Code )
PR 00 |6 |6 (4 0/4(/8|8 PR 0/0|7[8|5 0]0]3
c. Auditee contact c. Auditor contact
Name Name
JORGE L. GONZALEZ OTERO CPA ISMAEL RAMOS
Title Title
MAJOR PARTNER
d. Auditee contact telephone d. Auditor contact telephone
(787) 828 — 0900 (787 ) 864 — 9271
e. Auditee contact FAX e. Auditor contact FAX
(787) 828 — 7017 (787 ) 864 — 9271
f. Auditee contact E-mall f. Auditor contact E-mail
CPARAMOS@PUERTORICO.ORG

g. AUDITEE CERTIFICATION STATEMENT - This is to
certify that, to the best of my knowledge and belief, the audites
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 I, Iltems 1 and 3; (2) the auditor has completed
such audit and presenled a signed audit report which states that
the audit was conducted in accordance with the provisions of the
Circular; and, (3) the information included in Parts I, Ii, and 11l
of this dala collection form is accurate and complete. | declare
thal the foregoin

ing isteue-and TOTTECT
Date
Sign ﬁr‘e of ce official Marth Day Voar
;:mv:: . 2105

9. AUDITOR STATEMENT - The data elements and
information included in this form are limited to those prescribed
OMB Circular A-133. The information included in Parts Il and
1l of the form, except for Part lll, ltems 7, 8, and 9a-9f, was
transferred from the auditor's report(s} for the period described
in Part |, ltems 1 and 3, and is not a substitute for such
reports. The auditor has not performed any audiling procedures
since the date of the auditor's repori(s). A copy of the reporting
package required by OMB Circular A-133, which includes the
complete audilor’s report(s), is available in its entirety from the
auditee at the address provided in Part | of this form. As
required by OMB Circular A-133, the information in Parts Il
and I of this form was entered in this form by the auditor
based on information included in the reporting package. The

Pridtéd Name of certifying official auditor has not performed any additional auditing procedures in
: Z 2 connection with the completion of this form.
i ————————
| Signature of Date
Pnnted Tnle of cemfylng officia g ¥ Morth: Da Q%ear )
MayoR Y /28 /S




INTERNET REPORT ID: 157115 2/26/2005

Primary EIN: |[6]6

1 =

PART.II.

| FINANCIAL STATEMENTS ‘f To be completed by auditor)

. Type of audit report

Mark either: 1 X] Unqualified opinion OR

any combination of: 2 [J Qualified opinion 3 [J Adverse opinion 4[] Disclaimer of opinion

L

in the Summary Schedule of Prior Audit Findings related to direet funding. (Mark (X) all that apply or None)

98 ] U.S. Agency for Inter- 83[] Federal Emergency 43 National Aeronautics and s [] Social Security
national Development Management Agency Space Administration Administration

10 Agriculture 39[] General Services Administration 8 ] National Archives and 19 (] U.S. Department

23 (] Appalachian Regional  93[] Health and Human Services Records Administration O of State
Commission 970 Homeland Security 05[] National Endowment for 20L Transportation

110] Commerce 14 [J Housing and Urban et 210 Treasury

94 [J Corporation for National Development os [] l’;"a“a"a‘ Er;lgtowmant for 2 (] United States
and Community Service o3 [] Institute of Museum and e rumaniues Information Agency

12 Defense Library Services a7 Eg&?g:"josﬁiem 64 [] Veterans Affairs

Interi 0o [X] None

84 L] Education L o] Office of National Drug :

81 ] Energy 16 ] Justice Control Policy Other — Specify:

66 ] Environmental 17[J Labor s9 ] Small Business L5 I
Protection Agency o9 [J Legal Services Corporation Administration I 2

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:

= the Federal Audit Clearinghouse archives . . . .. ... ... ..ttt onnnaensenn.
e and, if not marked above, the Federal cognizantagency ............oivnueuvnnonen i)

2. Is a "going concem" explanatory paragraph inciuded in the audit report? 10 Yes 2[XINo
3. Is a reportable condition disclosed? 10 Yes 2[XINo - SKIP to item 5
4. Is any reportable condition reported as a material weakness? 1O Yes 20No
5. Is a material noncompliance disclosed? 10 ves 2(XINo
_‘ fz“{ﬂ{[ﬂﬁ FEDERAL PROGRAMS (To be completed by auditor)
1. Does the auditor's report include a statement that the auditee’s financial
statements include departments, agencies, or other organizational units
expending $500,000 or more in Federal awards that have separate A-133
audits which are not included in this audit? (AICPA Audit Guide, Chapter 12) 1 Yes 2[XNo
2. What is the dollar threshold to distinguish Type A and Type B programs?
(OMB Circular A-133 §___.520(b)) § =300,000
3. Did the auditee gqualify as alow-risk auditee? (§___ .530) 100 Yes 2XINo
4. s a reportable condition disclosed for any major program? (§ ___ .510(a)(1)) 13X Yes 2] No-SKIP to Item 6
5. Is any reportable condition reported as a material weakness? (§ ___ .510(a)(1)) 10 Yes 2[XINo
6. Are any known questioned costs reported? (§ ___ .510(a)(3) or (4)) 1XYes 2[0No
7. Were Prior Audit Findings related to direct funding shown in the Summary Schedule of
Prior Audit Findings? (§___.315(b)) 10 Yes 21X No
8. Indicate which Federal agency(ies) have current year audit findings related to direct funding or prior audit findings shown

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

Page 2

FORM SF-SAC (5-2004)
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INTERNET REPORT ID: 157115

2/26/2005 (Page 3 -#1 of 1)

Primary EIN: |6 [6|—|0[4(3]3]|5]1|5

(17.:iilll | FEDERAL PROGRAMS - Continued

9. FEDERAL AWARDS EXPENDED DURING FISCAL YEAR 10. AUDIT FINDINGS
CFDA Number Research Major program : .
Federal | = an'd Name of Federal Amount Direct Major (I:;gves type Igﬁ?}.?ﬁn%'e A?ﬁﬁ;ggﬁlg .
;?:33 i Extension den\:: :tp— program expended kgt ot :;';“:'; requirement(s)? | number(s)®
(i? ' (b) (c) (d) (e) (f) (9) (h) (a) (b)
P! 1 Yes 10Yes | 10Yes
110 : .558 2[XINo CHILD AND ADULT CARE FOOD $ 22,754 .00| 2XINo | 2[XINo 0 N/A
L 10 Yes 1 Yes | 10 Yes
111 ,.300 2(XINo | ECONOMIC DEVELOPMENT ADMINISTRATION $ 268,250 .00| 2LINo | 2[XINo 0 N/A
|
} | 10Yes 1K Yes | 10Yes
1,41.87 2 XINo SECTION 8 HOUSING CHOICES VOUCHER $ 17,452 .00 200No | 2XINo (o} N/A
£ .0 10 Yes 10Yes | 1 X Yes
114 ‘l .228 2 XINo STATE BLOCK GRANT $ 1,013,511 .00| 2&No | 200No u | 04-111-02
: : 10 Yes 10Yes | 1XYes
1,4 ,.248 2[XINo SECTION 108 LOAN GUARANTEES $ 465,147 .00{ 2XINo | 20No Q A 04-111-01 i
I : 1 Yes 10 Yes | 10 Yes
81 31.544 2 XINo PUBLIC ASSISTANT GRANT $ 21,145.00 2XINo | 2[XINo o IN/A
: ; 1[JYes 10 Yes | 1OYes
8,3 ).548 2[XINo | HAZARD MITIGATION GRANT $ 83,682.00| 2XINo | 2[XINo o N/A
| : 1 Yes 10Yes | 100 Yes
913 ,.045 2 XINo SPECIAL PROGRAM FOR AGING $ 145,483 .00 2XINo | 2[XINo o N/A
1
| : 100 Yes 10Yes | 100Yes
9 3 I. 569 2 XINo COMMUNITY SERVICES BLOCK $ 25,700 .00| 2 XINo | 2XINo 0 N/A
kB 10 Yes 10Yes | 10Yes
gl 3 : .575 2 DX No CHILD CARE AND DEVELOPMENT BLOCK GRANT $ 271,734 00| 2XINo | 2XINo 0 N/A
IF ADDITIONAL LINES ARE NEEDED, PLEASE PHOTOCOPY
TOTAL FEDERAL AWARDS EXPENDED > THIS PAGE, ATTACH ADDITIONAL PAGES TO THE FORM,
$ 2,334,858 .00} AND SEE INSTRUCTIONS

NG

1 See Appendix 1 of instructions for valid Federal Agency two-digit prefixes.

2 Or other identifying number when the Catalog of Federal Domestic Assistance (CFDA) number is not available. (See Instructions)

3 If major program is marked *Yes," enter only one letter (U = Unqualified opinion, @ = Qualified opinion, A = Adverse opinion, D = Disclaimer of opinion) corresponding to the
type of audit report in the adjacent box. If major program is marked "No," leave the type of audit report box blank.

4 Enter the letter(s) of all type(s) of compliance requirement(s) that aprry to audit findings (i.e., noncompliance, reportable conditions (including material weaknesses), questioned

costs, fraud, and other items reported under § .510(a)) reported for each Federal program.
A. Activities allowed or unallowed E. Eligibility

B. Allowable costs/cost principles F. Equipment and real property management

C. Cash management G. Matching, level of effort, earmarking

D. Davis — Bacon Act H. Period of availability of Federal funds
5N/A for NONE

l. Procurement and suspension L. Reporting
and debarment

J. Program income

K. Real property acquisition and O. None
relocation assistance

M. Subrecipient monitoring
N. Special tests and provisions

P. Other /
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INTERNET REPORT ID: 157115 2/26/2005

Primary EIN: |8 0f4]3
/701 | 1tem 5 Continuation Sheet
c. List the multiple Employer Identification Numbers (EINs) covered in this report. f. List the multiple DUNS covered in the report.
1 N(-la 21 S a1 o 1 NlLl A 2 21 ul
2 k- 22 - 42 s, 2 o = 22 2l
3 e 23 b 43 L 3 &\ = 23 =
4 . 24 = a4 & 4 = = 24 =)
5 = 25 . as = 5 . = 25 =
6 L 26 = 46 3 6 — = 26 2
7 - 27 o8 47 2 7 oL - 27 =
8 = 28 4 48 8 2 2. 28 =,
9 = 29 = 49 = 9 = = 29 =
10 = 30 . 50 = 10 = = 30 L
11 - 31 o 51 - 11 = 2 31 5
12 e 32 & 52 s 12 g X 32 !l
13 - 33 = 53 < 13 = x 33 o
14 = 34 2] 54 | 14 & i 34 »
15 ¥ 35 X 55 = 15 - > 35 te
16 ix 36 = 56 = 16 & = 36 -~
17 - 37 $ 57 e 17 2] o 37 »
18 = 38 - 58 = 18 = £ 38 =
19 24 39 = 59 - 19 a0 N 39 2
20 ~ 40 L 60 & 20 % . 40 4

\ IF ADDITIONAL LINES ARE NEEDED, PLEASE PHOTOCOPY THIS PAGE, ATTACH ADDITIONAL PAGES TO THE FORM, AND SEE INSTRUCTIONS,




