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CPA DIAZ-MARTINEZ, PSC 
Cemfied Public Accountants & Consulto,nts 

PO BOX 8369 
CAGUAS. P R 00726-8369 

INDEPENDENT AUDITORS' REPORT 

To the Honorable Mayor and 
Member of the Municipal Legislature 
Municipality of Naguabo, Puerto Rico 

TEL (787) 746-05 IO 
FAX (787) 746-0525 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Municipality of Naguabo, Puerto Rico (Municipality), as of and for 
the year ended June 30, 2003, which collectively comprise the Municipality' 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 express an opinion on these basic financial statements based on our audit. 

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. 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 
includes examining, on a test basis, evidence suworting the amounts and disclosures in the basic financial 
statements. An audit also includes assessing the accounting principles used and 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. 

As discussed in Note 6 to the Basic Financial Statements, management has not recorded all capital assets in 
governmental activities and, accordingly, has not recorded depreciation expense on those assets. Accounting 
principles generally accepted in the United States of America require that capital assets be capitalized and 
depreciated, which would increase the assets and expenses of the governmental activities. The amount by which this 
departure would affect the assets and expenses of the governmental activities is not reasonably determinable. 

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements 
referred to above do not present fairly, in conformity with accounting principles generally accepted in the United 
States of America, the financial position of the governmental activities of the Municipality, as of June 30, 2003, and 
the changes in financial position thereof for the year then ended. 

In addition, in our opinion, the financial statements referred to above present fai~y. in all material respects, the 
respective financial position of each major fund, and the ag;iregate remaining fund information of the Municipality, 
as of June 30, 2003, and the respective changes in financial position thereof for the fiscal year then ended in 
conformity with accounting principles generally accepted il the United States of America. 

The accompanying Managemenfs Discussion and Analysis and budgetary comparison information on pages 4 
through 7 and 25 and 26 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. 
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As described in Notes 1 and 14, 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 
Disclosures, and GASB Interpretation No. 6, Recognition and Measurement of Certain Uabilities 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 December 18, 2003 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 addttional 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 aud~ 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. 

e ;:J 11 c2d/ ~ tsc 
CPA DIAZ-MART~C 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2004 

Caguas, Puerto Rico 
December 18, 2003 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

Management of the Municipality of Naguabo, Puerto Rico (Municipality), provides this Managemenf s Discussion 
and Analysis for the readers of the Municipality's basic financial statements. This nanative overview and analysis of 
the financial activities of the Municipality is for the fiscal year ended June 30, 2003. We encourage readers to 
consider this Information with the Municipality's basic financial statements that follow. 

Because the Municipality is implementing new reporti1g standards for this fiscal year with significant changes in 
content and structure, much of the information is not easily comparable to prior years. However, in future years, 
compansons will be more meaningful and will go further in explaining the Munlclpalty's financial position and results 
of operations. 

FINANCIAL HIGHLIGHTS 

Government-wide: 

The net assets of the Municipality exceeded its liabilities at the dose of the fiscal year by $15,3n,068 reported 
net assets. The significant change is explained in page 9. 

Fund Level: 

As of the close of the fiscal year, the Municipality's governmental funds reported ending fund balances (deficit) 
($2,671,568) as unreserved fund balance (deficit) which is related to the Municipality's general fund. At the end 
of the fiscal year, net change in fund balance (deficit) was ($478,364) (see pages 11 and 13). 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is an introduction to the Municipality's basic financial statements, which comprise two 
components: 1) government-wide financial statements and fund financial statements, and 2) notes to financial 
statements. This report also contains other supplementary information in addition to the basie financial statements. 

For the first time, this report includes government-wide financial statements as required by GASB Statement No. 34. 
The presentation of the financial statements includes the Statement of Net Assets and Governmental Funds Balance 
Sheet on pages 9 and 11, and the Statement of Activities and Governmental Funds Revenues, Expenditures and 
Changes in Fund Balances on pages 10and13. 

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: 
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MUNICIPALITY OF NAGUABO, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

FOR THE FISCAL VEAR ENDED JUNE 30, 2003 
Page2 

The Statement of Net Assets (page 9) presents all the Municipality'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 1 O) presents infonnation 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) 

The fund financial statements begin on page 11 and provide detailed information about the major individual funds. A 
fund is a fiscal and accounting entity with a self-balancing set of accounts the Mlllicipality uses to keep track of 
specific sources of funding and spending for a particular purpose. The Municipality's funds are all included in 
Governmental Funds. 

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 infonnation 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, reverues 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 governmental fund statements are presented on a different measurement focus and basis of 
accounting than governmental-wide statements, additional columns are presented in each statement which 
briefly explains the adjustments necessary to reconcile the fund statements with the governmental wide 
statements. 

Governmental funds include the General Fund and the Other Funds that accounts for resources provided 
under federal grants and local special assignment funds legally restricted for expenditures for those 
programs and activities contemplated by grantors. 

The Municipality activities are related to 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 to communities. 

Notes to the Financial Statements: 

The notes provide additional infonnation that is essential to a full understanding of the data provided in the 
government-wide and fund financial statements can be found on pages 15 through 25. 
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FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE 

The Municipality's net assets 
increase by $623,420 over the 
course of this yea~s operations. 
The Municipality's Net Assets 
include investment in Property and 
Equipment for $19 millions and 
over $3.4 millions restrictoo for 
future expenses. The 
Municipality's net assets at the 
end of the fiscal year ended on 
June 30, 2003 were $15.4 
millions, as detailed on Table 1 . 

Table1 
Statement of Net Assets (in Thousands) 

As of June 30, 2003 

Current and non-current assets .................................. .. 
Capital assets .............................................................. . 

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

Current liabilities ......................................................... .. 
Long-term liabilities ..................................................... . 

Total Liabil~ies ..................................................... . 

Nets Assets: 
Investment in capital assets ................................. . 
Restricted ............................................................. . 
Unrestricted (Deficit) ............................................ . 
Total Net Assets ................................................... . 

$ 4,037 
21.216 
25.253 

2,279 
7.597 
9,876 

19,058 
3,391 

(7.072) 
$15.377 

Revenues: 

Table2 
Changes in Net Assets (In Thousands) 
For Fiscal Vear Ending June 30, 2003 

Operating grants and contributions .................. .. 
Capttal grants and contributions ....................... .. 
General revenues .............................................. . 

The following financial information (as 
detailed on Table 2} was derived from the 
government-wide Statement of Activtties for 
fiscal year ended June 30, 2003 and reflects 
how the Municipality's net assets changed 
during the fiscal year: 

Total revenues ............................................ .. 

Expenditures and Transfer Out: 
Administration .................................................... . 
Public Safety ..................................................... .. 
Public Works ..................................................... .. 
Solid Waste Disposal. ........................................ . 
Human Services and Welfare ........................... .. 
Urban Development. .......................................... . 
Interest on Long-Tenn Debt .............................. . 
Other Expense ................................................... . 

Total expenditures ....................................... . 

Changes In net assets .................................... "'"' 
Net assets - beginning ...................................... . 
Net assets - ending ............... " ....................... .. 

5,390 
411 
846 
867 

1,763 
1,751 

158 
~ 
~ 

623 
14.754 

w.m 
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FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS 

As the Municipality's completed the year, Its governmental funds reported fund balances (defictt) of ($393,431). Of 
this total amount, ($2,671,568) constitute unreserved fund balance (deficit) of the general fund. The fund deficit is 
primarily attributable to decrease in revenues from capita! projects not constructed during the fiscal year that would 
not produce construction and volume of business taxes. The deficit is expected to decrease in the Mure as result of 
a plan to reduce expenditures, obtain addltional sources of revenues, and appropriation in annual budget as require 
by State Municipal Law. 

General Fund Budgetary Highlights: 

The total budget for the Munlclpallty was $7.5 millions and actual spending was $8.1 millions. Total expenditures 
represented 8% in excess of total budget availability for the period. This excess correspond to liquidation of prior 
years expenditures and claims and assessment with various suppliers which amounts are not included as part of the 
budget. 

Over the course of the year, the Municipality revised the budget several times. This budget amendments fall into 
two categories: (1) amendments and supplemental appropriations approved at midyear to reflect the actual revenues; 
and (2) increase and decrease in appropriation to prevent budget overruns and to covers flood expenditures during 
years. 

Even with these adjustments, actual expencfrtures were $585,247 over final budget amounts and revenues was short 
for $737,891, principally for construction ta><es. Volume of business taxes were less that expected. Reductions in 
state funding also affected grant resources available for appropriation. 

The Municipality's general fund balance (defictt) of ($2,308,649) differs from the general fund's budgetary fund 
balance (deficit) of ($3,153,423) reported in the budgetary comparison schedule principally because budgetary fund 
balance excludes: encumbrances, non-budgetary items (expenditures and claims and assessment), and proceed of 
bonds. 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 

The Municipality is in the process of performing an inventory of all Capital Assets and his activities. At June 30, 
2003 only Information of some buildings, and machinery and equipment was identified and documentation required 
by GASB No. 34 was obtained. In addition, no depreciation was determined for these capital assets. Accordingly, the 
Municipality is not in compliance with accounting principle generally accepted in the United States of America. 

Debt Outstanding 

As of year-end, the Municipality had $7.6 million in debt (bonds and other long-term debts) outstandng. New bonds 
and notes in the amount of $1.5 mHlion were issued during the year. This amount will finance the acquisition of new 
facilities and payment of debts. Principal payments of $1.4 million were made by the Municipality during the current 
year. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 
Pages 

CONTACTING THE MUNICIPALITY'S OFFICE OF FINANCIAL MANAGEMENT 

This report is designed to provide a general overview of the Municipality's finances and to demonstrate the 
accountability for the money it receives. If you have any questions about this report or need additional infonnation, 
contact the Municipality's Finance Department at (787) 874-2068. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

STATEMENT OF NET ASSETS 

JUNE 30, 2003 

ASSETS: 

Cash and Cash Equivalents ................................................................................................................. . 
Receivables (net): 
Property Taxes ................................................................................................................................... . 
Federal Grants .................................................................................................................................... . 
Others ................................................................................................................................................. . 

Capital Assets (Notes 1 and 6): 
Land, Improvements, and Construction in Progress ........................................................................... . 
Other Capital Assets ........................................................................................................................... . 

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

TOTAL ASSETS ............................................................................................................................. . 

LIABILITIES: 

Accounts Payable and Accrued Expenses ........................................................................................... . 
Bank Overdraft ..................................................................................................................................... . 
Deferred Revenue - Volume of Business Taxes .................................................................................. . 
Long-Term Liabilities (Note 7): 
Due within One Year .......................................................................................................................... . 
Due in More than One Year ................................................................................................................ . 

Total Liabilities ................................................................................................................................ . 

NET ASSETS 

Invested in Capital Assets, Net of Related Debt... .............................................................................. . 
Restricted for: 
Debt Service ..................................................................................................................................... . 
Community Development Projects .................................................................................................... . 
Other Purposes ................................................................................................................................. . 

Unrestricted (Deficit) ........................................................................................................................... . 

TOTAL NET ASSETS ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

See accompanying Notes to Basic Financial Statements. 
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GOVERNMENTAL 
AcTIVmES 

$ 1,150,506 

6,970 
2,206,229 

673.652 

21 ,216.396 

21.216.396 

25.253.753 

1,686,547 
34,620 

556,945 

2,049,636 
5.548.937 

9.876.685 

19,058,396 

537,239 
1,611 ,055 
1,242,761 

(7,072.383) 

S15.3U.068 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FUNCTIONS/PROGRAMS 

Governmental Activities: 

Mayor and Municipal Legislature .................... .. 
General Government. .•.•.....•......•.............•......... 
Public Safety .................................................... . 
Public Works ............•..................•...........•......... 
Culture and Recreation .................................... . 
Health and Sanitation ....................................... . 
Solid Waste Disposal ....................................... . 
Human Services and Welfare .........•...•......•.•.... 
Urban Development ......................................... . 
Interest on Long-Term Debt.. ........................... . 

ExPENSES 

$ 733,273 
4,656,657 

411,172 
845,910 
184,623 
113,852 
866,753 

1,763.421 
1,751,070 

158.4n 

CHARGES FOR 
SERVICES 

$ 

PROGRAM REVENUES 

OPERATING 
GRANTS AND 

CoNTRIBUTIONS 

$ 
303,717 

100,366 

1,144,538 
2,359,635 

CAPITAL 
GRANTS AND 

CONTRIBUTIONS 

$ 

643,198 

Total Governmental Activities..................... $11.485.208 .s === $ 3.9Q8.256 s 643.198 

General Revenues: 
Truces: 
Property Truces, levied for General Purposes ............................ .. 
Property Truces, levied for Debt Service ...................................... . 
Volume of Business Truces .......................................................... . 
Construction Truces .................................•.................•.................. 

Intergovernmental ......................................................................... . 
Rent. .............................................................................................. . 
Miscellaneous ............................................................................... , 

Total General Revenues ............................................................ .. 

CHANGE IN NET ASSETS ...................................................... .. 

Net Assets - Beginning of Year ...................................................... . 

NET ASSETS - ENDING OF VEAR .............................................. .. 

See accompanying Notes to Basic Financial Statements. 
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NET (ExPENSE) 
REVENUE 

($ 733,273) 
(4,352,940) 

(411, 172) 
(745,544) 
(184,623) 
(113,852) 
(866,753) 
(618,883) 

1,251,763 
(158.477) 

(6,933.754) 

1,617,874 
219,440 
667,204 
387,432 

4,429,130 
88,986 

149.098 

7.557.174 

623,420 

14.753.648 

s1s.m.068 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

BALANCE SHEET- GOVERNMENTAL FUNDS 

J UNE 30, 2003 

ASSETS 

GENERAL 

Cash and Cash Equivalent .................................................... $ 
Cash with Fiscal Agent .......................................................... 36,252 
Property Ta>ees ...................................................................... 300,159 
Federal Grant ........................................................................ 
Due from Other Funds .......................................................... 200,678 
Others ................................................................................... gsa,112§ 

Total Assets ........................................................................ e§l,997 

LIABILITIES AND FUND BALANCES 

liabililies: 

Accounts Payable ............................... .................................. 511,856 
Bank Overdraft ...................................................................... 292,913 
Accrued Interests .................................................................. 
Governmental Units .......................... .................................... 636,590 
Due to Other Funds ............................................................... 748,508 
Volume of Business Tax ....................................................... 429,212 
Local Grants .......................................................................... 551,667 
Federal Grants ...................................................................... 

Total Liabilities ...................................................................... 3, 1ZQ,~ 

Fund Balances (Deficit): 

ReseNeFor: 
Encumbrances .................................................................... 326,667 
Debt Service ....................................................................... 
Other Purposes ................................................................... 36,252 

Unreserved (Deficit) .............................................................. ra.im.~) 

Total Fund Balances (Deficit) ................................................ (g,~,649) 

TOTAL LIABILITTES AND FUND BALANCES (DEFICIT) •• $ ~.&el 

See accompanying Notes to this financial statement 
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DEBT SERVICE 
FUND 

$ 
853,950 

6,970 

860,920 

280,000 

41,621 

2,059 

~~.680 

537,239 

§.i1Z,~9 

a llfi!!.8l9 

OTHER TOTAL 
SBGP GoVERNMENTAL GOVERNMENTAL 
FUND FUNDS FUNDS 

$ 7,137 $ 251,156 $ 258,293 
260,304 1,150,506 

307,129 
1,934,636 271,393 2,206,229 

748,508 1,015,186 
114,§§§ 3Z~,42a 

1,941.~73 1,645,94§ 5,310,836 

185,680 30,800 1,008,336 
292,913 
41,621 

636,590 
145,238 119,381 1,015,186 

429,212 
551,567 

1,§Q1,1~ 121.z~ 1,728,841 

1,~g,026 gn,914 5,704,266 

326,667 
537,239 

9,947 1,368,032 1,414,231 
(2,6Z1 ,568) 

9947 1,3~,Q32 {393,431) 

$ 1 ~m $ JM§&§ $ 5 310 835 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

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

JUNE 30 2003 

Total Fund Balances (Deficit)- Governmental Funds (Page 11) ................................................ .. 

Amounts reported for Governmental Activities in the Statement of Net Assets (Page 9) 
are different because: 

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

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

Some of the Municipality's revenues wBI 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: 

General (Municipal Revenue Collection Agency) ............................................... . 
Puerto Rico Electric Power Authority ................................................................. .. 
SBGP .................................................................................................................. . 

Total Deferred Revenues ............................................................................ . 

Some liabilities are not due and payable in the current period and therefore are not reported 
in the funds. Those Ii abilities consist of: 

General Bonds and Notes Payable ..................................................................... . 
Compensated Absences .................................................................................... .. 
Claims and Assessments .................................................................................... . 
Property Tax AdVances ....................................................................................... . 

Total Long-Term Liabilities .......................................................................... . 

Total Net Assets of Governmental Activities (Page 9) ........... "" ................................................... .. 

See accompanying Notes to Basic Ananclal Statements. 
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$ 300,160 
251,407 

1.601,109 

4,243,000 
975,717 
390,121 

1.989.735 

($ 393,431) 

21,216,396 

2,152,676 

lZ.598.573) 

$15.m.068 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE-
GOVERNMENTAL FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

OTHER TOTAL 
DEBTSERv!CE SBGP GOVERNMENTAL GOVERNMENTAL 

GENERAL FUN> FUND FUN CS fUNDS 

REVENUES 

Property Taxes ................................................................. $ 1,317,714 $ 219,440 $ $ $ 1,537,154 
Volume of Business Taxes ............................................... 667,204 667,204 
Federal Assistance ........................................................... 683,788 1,786,780 2,470,568 
Intergovernmental ............................................................ 4,177,725 1,139,987 5,317,712 
Licenses and Permits ....................................................... 387,432 387,432 
Rent .................................................................................. 86,996 86,996 
Miscellaneous .................................................................. 84,798 84,798 

Total Revenues ................................................................ §,721.1!§9 219,440 683,7a!! 2,926,Zffl 1Q,~1,864 

EXPENDITURES 

Current 
Mayor and Municipal Legislature .................................... 733,273 733,273 
General Government. ....................................................... 4.107.748 831,917 4,939,665 
Public Safety .................................................................... 411,172 411,172 
Public Works ........................... ......................................... 731,508 114,402 845,910 
Culture and Recreation .................................................... 184,623 184,623 
Health and Sanitation ....................................................... 113,852 113,852 
Solid Waste Disposal ....................................................... 866,753 866,753 
Human Services and Welfare .......................................... 686,075 1,077,346 1,763,421 
Urban Development ......................................................... 673,841 1,439,845 2,113,686 

Debt Service: 
Principal ........................................................................... 350,000 350,000 
Interest and Other Charges .............................................. 158,477 158,477 

Capital Outlay ..................................................................... ~.ZZ9 ~.779 

Total Expenditures ............................. .............................. Z.882,7a3 508,~77 673,Mt 3,463,510 12,535,§11 

OTHER FINANCING SOURCES (USES) 

Proceed of Note ............................................................... 1,275,000 1,275,000 
Transfers - In .................................................................. 54,750 595,000 649,750 
Transfers-Out ............................................................... {§49,7§2) {649,750) 

Total Other Financing Sources and Uses ........................ 62S,2~ 54,750 595,000 1,275,000 

SPECIAL ITEM 

Proceeds from Sale of Equipment ................................... ~.~ 64,300 

Net Change in Fund Balances ......................................... (478,364) (234,287) 9,947 58,257 (644,447) 

Fund Balance - Beginning, as Restated ............................ (l,830,28.S) 771,~ MQ~,775 251,016 

FUND BALANCES - ENDING .......... " .......... " ................. (i 2.&!ifi> I mi~ I i~ I 1.~!i!l1W~ Cl 39~.~l ) 

See accompanying Notes to Basic Financial Statements. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, 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, 2003 

Net Change In Fund Balances -Total Governmental Funds (Page 13) ..................................... .. 

Amounts reported for Governmental Activities in the Statement of Activities (Page 10) 
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 Cspital Outlay.............................................................. $ 417,396 
Depreciation Expense ......................................................................................... . 

Excess of Capltal Outlay over Depreciation Expense ................................. . 

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

Revenues in the Statement of Revenues that correspond to prior year resources are 
recorded as revenue in the statement of activities ......................................................................... . 

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, 
proceeds received was .................................................................................................................... . 

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 
repayments were ............................................................................................................................ . 

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: 

Increase in Claims and Assessments ................................................................ .. 
Decrease in Compensated Absences ................................................................. . 

Change In Net Assets of Governmental Activities (Page 10) ...................................................... .. 

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

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

NOTE 1 SUMMARY OF SIGNIFlCANT ACCOUNTING POLICIES 

The Municipality of Naguabo, Puerto Rico (Municipality) was founded 
in the year 1ns, 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 Jegslative 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 legslative body consists of 14 
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 
principles generally accepted in the United States of America as 
applicable to governmental units. The following is a summary of the more 
significant of such 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 (GASS). The GASS is the 
standard-setting body for governmental accounting and financial 
reporting. The GASS periodically updates its codification of the existing 
Governmental Accounting and Financial Reporting Standards which, 
along with subsequent GASS pronouncements (Statements and 
Interpretations) constitutes GAAP for governmental units. 

In June 1999, the GASS issued Statement Number 34, Basic Financial 
Statements-and Managemenrs Discussion and Analysis-for State and 
Local Govemments. This statement establishes new financial reporting 
requirements for state and local governments. The Municipality adopted 
the provisions of GASSS No. 34 as well as other statements referred to 
below as of July 1, 2002. They require new information and restructure 
much of the information that governments have presented in the past 

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

As previoosly mentioned, other GASS Statements and Interpretations 
were required to be implemented in conjlJlction with GASSS No. 34. 
Therefore, the Municipality has Implemented the followlng GASS 
Statements in the current fiscal year: GASBS No. ';fl, Basic Financial 
Statements-and Managemenrs Discussion and Analysis.for State and 
Local Govemments: Omnibus, GASBS No. 38, Certain Anane/al 
Statement Note Disclosures, and GASS Interpretation No. 6, Recog'litlon 
and Measurement of Certain Uabilities and Expenditures in 
Governmental Fund Financial Statements. 

The accompanying basic financial statements present the financial 
position and the results 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, 2003, and for the 
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fiscal year then ended. The more significant of these accounting policies 
are described below and, where appropriate, subsequent 
pronolJlcements will be referenced. 

A. Financial Reporting Entity 

The accompanying basic financial statements include all departments 
and organizations units whose funds are under the custody and control of 
the Municipality. In evaluating the Munlclpallty as a reporting entity, 
management has addressed all the potential component units. The 
decision to include a potential component unit in the reporting entity was 
made by applying the provisions of GASBS No. 14. 

The basic criteria for including a potential component unit within the 
reporting entity is ~ potential component units are financially accountable 
and other organizations for which the nature and signtticance of their 
·relationship with the entity are such that exclusion would cause the 
Munlcipallty's financial statements to be misleading or incomplete. The 
GASS has set forth criteria to be considered in determining financial 
accountability. These criteria include appointing a voting majority of an 
organization's governing body and (1) ability of the Municipality to 
impose Its will on that organization or (2) the potential for the organization 
to provide specific financial benefits to, or impose specific financial 
burdens on the Municipality. 

The relative importance of each criteria 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 specttic evaluations of 
the criteria applicable to the Municipality Indicate no organizations meet 
the criteria to be included as component units. Accordingly, theses basic 
f111ancial statements present only the Municipality as the reporting entity. 

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, 2003, and the 
respective changes in financial position, where applicable, thereof for the 
fiscal year then ended. 

B. Measurement Focus and Basis of Accounting 

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 items are recognized as revenue as soon as all eligibility 
requirements have been met 

Governmental Fund Financial Statements 

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. 

continue 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDEQ JUNE 30. 2003 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

B. Measurement Focus and Basis of Accounting (contlrwatlon) 

The exception to this general rule is the principal and interest on general 
obligation long·t911Tl 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 
liabillties and expenses and the recipient shoold recognize receivables 
and revenue when the applicable elfgibility requirements including time 
requirements, are met. Resources transmitted before the ellglblllty 
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 the majority of grants, 
moneys 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 II 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 
followfng: 

• 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, 20m, 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 govemment·wide and fund financial 
statements (within the basic financial statements) categorize primary 
activities as either governmental or business type. 

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 fro business-type 
activities, which rely to a significant extent on fees and charges for 
support. 
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The focus d 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 spendable 
resources) with capital assets and long·t911Tl 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: 

• Invested In C8pitaJ Assets, Net of Related Debt - These 
consists a 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 result when constraints placed 
on net assets use are either externally imposed by creditors, 
grantors, contributors, and the like, or imposed by law through 
constitutional provisions or enabling legislation. 

• Unrestricted Net Assets - These consist of net assets which do 
not meet the definition of the two preceding categories. 
Unrestricted net assets often are designated, to indicate that 
management does not consider them to be available for general 
operations. Unrestricted net assets often have constraints on 
resources that are imposed by management, but can be removed 
ormodHied. 

When both restricted and unrestricted resources are available for use, 
generally ii 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 fund financial statements (the Balance Sheet, the Statement of 
Revenues, Expenditures, and Changes in Fund Balances, the 
Statement of Net Assets) 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 moders fund types. The 
Govemmental Major Fund Statements are presented on current financial 
resoorces 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 
resoorces, and (c) demonstrate how the Municipality's actual experience 
conforms to the budgeted fiscal plan. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES 
(conllnuatlol'I) 

c. Financial Statement Presen1atlon (con1lnuatl0n) 

Since the governmental fund statements are presented in ciffemnt 
measurement focus and basis of accounting than the goverrment..,,;de 
statements, reconciiation Is presented and separate explanation for each 
differences. 

The Municipality reports Its financial position (Balance Sheet) and 
resutts of operations (Statement of Revenues, Expenditures and 
Chang• 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 ald management in 
demcnstratlng compliance with legal, financial, and contractual 
provisions. 

The new model as defined in GASBS No. 34 established criteria 
(percentage ol the assets, liabilities, revenues, or expenditures/expenses 
of either fund category in the governmental fund) for the determiiation of 
major funds. The non·rnaja funds are combined in a silgle colurm in the 
fund financial slatements. The fAlnlclpality reports the following major 
h.nd: 

Gtnmf Fund - Tlis is the general operating fund a tre 
Munlc.,.Bty. It Is used to account for all flnancial r8SOU'C8S, 
except those reqwed to be accounted for in another fund. 

Debt Service Fund - Tus is used to i.:caJnt for the 
accumulation of resources for, and the payment of long-term 
debt principal and Interests 

SBGP Fund - This Is the fund used to acrount for al tre 
transactions of the State Block Grant Progam. The primarily 
objectives of this program Is to development d viable 
communities by providing decent housing, a suitable living 
envfrorvnent 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 
infonnation Into the Governmental column in the government-wide 
Statement of Net Assets. 

D. Budgetary Dela 

The Municipality's annually adopts the Budget Resolution for all 
operating funds of the Municipality except for certail restricted accou1ls 
of Proprietary Funds and Special Reverue Furds. Budgelary control is 
legally maintained at the Md level. The budget is prepared using tie 
modified accrual basis of aa:ou'lting with enctJ'1lbrcnce included as 
bu!getary basis expenditures. The Municipality's Budget Resolutkln 
provides transfer authority (1) to the Mayor and the Managanent lllCI 
Budget Diredor, within and between departments and funds, as long as 
the tcial budget of the Municipality (net of lnterlund transfers) is not 
increased; (2) to the Management and Budget Direc!or to implement 
grant budgets as the grant appfications are accepted by the Municipality; 
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and (3) to the Management and Budget Director to amend (re­
approprlale) each new year's budget, to the extent of ootstc¥1ding 
encumbrlrl()8S, aM/or unexpended project/grant appropriations at year 
end. ll111lclpali1y's Legislature action is required for (1) use of the 
bUdgeted Legslature contingency, and (2) the approval d a suppler:n~ta1 
approprialloo(s). During the year, several supplemental appropnattons 
were necessary. 

The budget columns (orignal and final budgets) of the Budgetary 
Cc:mparison - General Fund reflect the original budget and the amended 
bl.Xlget (v.tllch have been adjusted for legally authorized revisions of the 
aMual blX!g~ wring the year). Appropriations, except remaining project 
appropriations, enrunbrances, and unexpended grant apprq:>riations, 
lapse at the end of each fiscal year. 

Amendments to the budget lncludng transfers, reqt.ire the approval of 
the Municipal Legislature. Unencumbered appropriations lapse at the e~d 
of the next fiscal year. The Municipality folows these procedures, 1n 
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 
MtrlicC>al Legislature a proposed budget for the fiscal year 
oommenc:ing the folowtng Ju~ 1 in addition of a tlJdget 
message. 

2. The bu!get document is available for public inspectial prior to 
its approval by the Municipal Legislature. 

3. The Commissioner of Municipal Affairs excmines the budget to 
verify W it COlll>lied with the law's standards and sends tt to the 
Mayor for any comments or recommendation before the 
llnlted date establishes by the Law. 

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

5. If a budget is not adopted prior to the end d the end of the 
fiscal year, the annual budget for the preceding fiscal year, as 
approved by the M.micipal Legislature and the Mayor, is 
automatically renewed for the ensuing flscal year until a new 
bulge! is approved. This permits the Muricipality to continue 
making payments for Its operating and other expenses until 
the new budget ls approved. 

6. subsequent to the enactment of the annual appropriation 
ordnance, the Mllllcipal Legislature has the authority to make 
necessary amendments made during the fiscal year and are 
reflected in the budget information included in the Budgetary 
Comparison Schedule - Genera Fl.lld. 

7. Budgelary data for the Special Reverue Fund has not been 
presented in the accompanying basic financial statements as 
sudl funds are budgeted CNer the life of the respective grant or 
p,qect and na on an anrual basis. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

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 acoompanying Budgetary Comparison Schedule, Is 
presented on the budgetary basis to enhance comparability. 

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

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

2. 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). 

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

4. Certain accrued fiabillties and other debts are not lnduded In 
the budgetary basis. 

5. Certain revenues susceptible to accrual, I.e., both measurable 
and available, are not lnduded in the 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 Collectton Center (Fiscal Agent) are presented as 
revenues In the acoounting basis but are not considered in the budgetary 
schedule. 

The special funds of the Special Revenue Fund have not been induded 
in the budgetary comparison because balances are not budgeted. Also 
the budget prepared for the Federal Finance Awards Programs lnduded 
in the Capital Projects and Special Revenue Funds is based on a 
program period which is not necessarily a year. Accordlngly, ifs 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 ot 
the Municipality and, accordingly, It is not practical to disdose 
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. Gash In the Special Revenue, Debt Service and 
Capita! Project Funds are restricted; acoordingly, resources available 
were not used for pool investments. 

Cash with fiscal agent represents property tax collections retained by the 
Municipal Revenues Collectlon Center and undisbursed proceeds of 
certain bonds, loans or grants which are maintained in a cash custodian 
account by the Government Development Bank of the Commonwealth of 
Puerto Rico. 
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Cash balance recognized in the Debt Service Fund is restricted for the 
payment of the Municipality's obligations, and others are restricted for 
specific projects, such as the acquisition or construction of permanent 
Improvements. 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. 

F. Receivable 

Receivable are slated nets ot estimated allowances for uncollectible 
accounts, which are determined upon past collectton experience and 
current economic conditions. Recelvabie 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, gasollne, 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 petsonal property. For improvements 
other than buildings, the capita! outlay must be greater than $10,000, 
extend the estimated useful rrte 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. 

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

TASLE1 
CAPITALAssETS 

Buildings 
Improvement Other Than Buildings 
Infrastructure 
Vehicles 
Machinery and Equipment 

I. Compensated Absences 

YEARS 

50 
50 

10-50 
5 

5-10 

The Municipality accrues accumulated unpaid vacation and sick leave 
and associated employee-related costs when eamed (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 
maximlJ'll of ninety (90) days. In the event of employee resignation, the 
employee is paid for accumulated vacation days up to the maximum 
allowed. 

continue 
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MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

I. compensated Absences (commatton) 

Separation from employment prior to use of all or part of the sick leave 
tenninates all rights for compensation, except for employees wth ten 
years of seivice who are entitled to sick leave pay up to the maximum 
allowed. The Munldpallty accrued a Oabifrty for compensated absences, 
which meet the following criteria: 

1. The Mt11iclpality's obligatioo !elating to employee's 
rights to receive compensation for future absences is 
attributable to employee's seivices already rendered. 

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

3. Payment of the compensation is JJObable. 

4. The amount can be reasonably estimated. 

In accordance wilh the above criteria and requirements as established by 
GASBS No. 16; the Municipality has accrued a liability for compaisated 
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 
govemmental funds statements, all of the compensated absences are 
considered long.term and therefore, are not a fund liability and represM!s 
a reconciling item between the fund level and govemment·'Mde 
presentations (see NOTE 7 on page 21 ). 

Table 2 
BALANCE RETIAEMENTS BALANCE 
JULY1, NEw A11D CURRENT JuNE30, 
2002 Issues MATURATES 2003 

government-wide columnar presentation. The Mt11lcipallty has the 
following types of transactioos among funds: 

fnterfund Transfers - Legally required transfers that are 
reported when incurred as transfers-in by the recipient fund 
and as transfers-out by the disbursing fund, 'Mth 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 
eHmlnated In the government-wide financial statements. 

L R98el'Vations of Fund Balance - Governmental Funds 

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

Encumbrance - Represent future expendltures under 
purchases orders, contracts and other commitments Issued tor 
goods and services not received at year-end. 'Mlere the 
appropriations lapse at year-end these will be honored during 
subsequent year. Encumbrances constitute the equivalent of 
expenditures for budgetary purposes and, accordingly, are 
reported with expenditures in the budgetary comparison 
schedule. 

Debt Service - Represents net assets available to finance 
future debt service payments. 

SJ lM isz I I l:i~ I a~'IZ s §ZQ!iA7 $ 005100 Fund Deficit in the Gmeral Fund is primarily attributable to 
decrease In revenues. The deficit is expected to decrease in the 

future as a result of a plan to reduce expenditures, obtain addttional 
sources d revenues, and appropriatioo In annual budget as require by 
State Municipal Law. 

J . Insurance 

The Municipality has insurance coverage for Its pubnc facilities, primarily 
to provide protection from catastrophic losses. Also, principal officials of 
the Munlclpallty 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 ~arterly advances of annual 
property tax and subsidy send to the Municipality. 

K. lnterfund Transactions 

lnterfund transactions are reflected as loans, relmborsements or 
transfers. Loans are reported as receivables and payables as ~propriate 
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 
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M. Claims and Judgments 

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

N. Use of Estimates 

The preparation of the basic financial statemSlts in conformity with 
accounting pmciples generally accepted in the United States of America 
r~lres 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 revSlue and expenses during the reporting period. Actual result 
could differ from those estimates. 

contiooe 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

NOTE 2 CASH, CASH EQUIVALENTS 
AND INVESTMENTS 

lnveslments consist of certificates of deposit. The Mll'llcipallty's cash, 
cash equiVaJent and investments 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 obllgatlons and cettiflcates of 
deposit in financial instiMions authorized to do business under the 
federal and Commonwealth laws. 

NOTE 3 OTHERS RECEIVABLES 
TABLE& 

DESCllPTION 

Depreciable Capital Assets: 

NOTE 5 DUE TO OTHER GOVERNMENT AL UNITS 

~ of June ~. 2003, balance due to other governmental units of the 
General Fund for seivices rendered to the Municipality, consists of the 
following: (see Table 5) 

TABLES 

PR Electric Power Authority ................................. . 
Water Canpany .................................. ................. . 
General Service Administration ........................... . 
Aelirsnent System AdmlnlstraUon ...................... .. 
AEEIA .................................................................. . 

Total Due to Governmental Units ............... .. 

NOTE 6 CAPITAL ASSETS 

AMOUNT 

$ 7,653 
55,218 
8,591 

555,524 
9,604 

$636590 

Following are the information of the Capital Assets (See Table 6): 

BALANCE BALAHCE 
JULV1, JUNE 30, 
2002 AoomONS RETIREMENTS 2003 

~ of June 30, 2003, the amrunt of 
$251,408 corresponds to final liquidation 
of the Puerto Rico Electric Power 
Authority and $7,500 is for rent 

Buildings ......................................... $20,799,000 260,000 $ $21,059,000 
Machinery and Equipment .............. 157,396 157,396 

Total Depreciable Capital Assets .... ~.z~occ § ~jz lifl I i2l 2lg~ NOTE 4 INTERFUND TRANSFER 
AND BALANCES 

A. INTERFUND TRANSFERS 

Transfers are Indicative of funding for capital projects or debt service, and 
subsidies of various operations. (See Table 3) 

INTER FUND TRANSFERS WITHIN THE GOVERNMENTAL FUNDS 

Sou!.:ES TRANSFER TO AMoUNT 

The Municipality is in the process of perfonming an inventory of all 
Capital Assets and his activities. At June 30, 2003 only information of 
some buildings, and machinery and equipment was ldentifled and 
documentation required by GASS No. 34 was obtained. In addition, no 

depreciation was determined for these capital assets. 
TABLE3 Accordin[#y, the Municipality is not in compliance with 

accounting principle generally accepted in the United 
PuRPosE Slate of America. 

General Fund Debt Service Fund ~ Debt payment 

8. INTERFUND RECEiVABLEAND PAYABLE BALANCES 

lnterfund receivables and payables at June 30, 2003 are summarized as 
follows: (SeeTable4) 

INYEAFUND INTERFUND TABLE 4 
RECEIVABLE PAYABLE AMOONT 

Other Govern. Funds General A.rid $ 748,508 
General Fund Other Govem. Fund 119,381 
General Fund SBGP 145,238 
General Fund Debt Service Fund 2!25~ 

TOTAL 'I !UQ Jilli 
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NOTE 7 GENERAL LONG-TERM DEBTS 

A. GENERAL OBLIGATIONS BONDS AND SPECIAL NOTES 
PAYABLE 

The prtncipal long-tenm obligalions of the Municipality are general 
obligations boods and special notes Issued to finance the construction 
and improvements of public facilities and purchase of equpment. The 
Munlc~llty's obligations long·term debt retirements are appropriated 
and paid from resources accumulated in the Debt Service Fund (See 
Note 8). The special obligations long.term notes retirements are paid 
thrrugh retentkln made by the Municipal Revenue Collection Center from 
monthly advance of annual property tax and subsidy send to the 
Municipality. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

NOTE 7 GENERAL LONG-TERM DEBTS (continuation) AMOUNT 

General obligations bonds and notes payable as of June 30, 2003, are 
comprised of the following Individual issues: 

DESCRIPTION 

Special Obllgatlons Notes: 

$400,000 Note from Lottery Food, for· operational purposes, 
payable in anooal installments ranging from $40,000 to 

DESCRJPTION AMOUNT 

General Obligations Bonds: 

$100,000, Series 2002, for construction purposes, payable 
in semiamual Installments ranging from $15,000 to $25,000, 
excluding variable interests from 5.0% to 8.0%, through 
July 1, 2006 ............................................................................... $ 65,000 

$370,000, Series 2002, for construction purposes, payable 
in semiannual installments rangilg from $15,000 to $45,000, 
excluding variable ilterest from 5.0% to 8.0%, through 
July 1, 2016 .............................................................................. . 

$415,000. Series 1991, for construction purposes, payable 
in semiannual installments ranging from $15,000 to $50,000, 
excluding varfable Interest from 4.37% to 6.36%, through 
July 1, 2006 .............................................................................. . 

$320,000, Series 1997, for construction purposes, payable 
in semiannual Installments ranging from $20,000 to $45,000 
excluding variable interest from 6.71% to 7.0%, throlQ'l 
July 1, 2007 .............................................................................. . 

$620,000, Series 1999, for construction purposes, payable 
In semiamual lnstanments rangilg from $70,000 to $110,000, 
excluding variable Interest from 5.62% to 6.0%, through 
July 1, 2005 .............................................................................. . 

$514,000, Series 2000, for construction pll'pOses, payable 
in semiannual Installments ranging from $16,000 to $39,000, 
excluding interest at 4.So/o, through July 1, 2005 
(Water and Waste OisposaQ .................................................... . 

$576,000, Series 2000, for construction purposes, payable 
in semiannual installments ranging from $14,000 to $39,000, 
excluding Interest at 4 .5%, through July 1, 2023 
(Water and Waste Disposal) ................................................... .. 

$200,000, Series 2000, for constructioo purposes, payable 
in semlaMual lnstanments ranging from $20,000 to $35,000, 
excluding variable ilterest from 7.08% to 7 .5%, th~ 
July 1, 2007 .............................................................................. . 

$590,000, Series 2001, for construction purposes, payable 
in semiannual lnstaftments rangilg from $40,000 to $80,000, 
excluding interests at 8.0o/o, through July 1, 2010 .................. .. 

$239,000, Series 2000, payable In amual Installments ranging 
from $6,000 to $10,000, Interests from 4.50%, until year 2014 
(Water and Waste Disposal) ................................................... .. 

$285,000, Serles 2003, payable In annual Installments rang~ 
from $5,000 to $25,000, variable interests from 5.00% to 
6.30°A., until year 2006 ............................................................. . 

Total General ObRgations Bonds .......................................... .. 

340,000 

130,000 

180,000 

210,000 

463,000 

517,000 

100,000 

455,000 

233,000 

2!!0.000 

2,953,()()Q 

$80,000, excluding interestsat8.0o/o, through July 1, 2010............... $ 315,000 

$990,000, Special Obligation Bond, payable In annual 
Installments ranging from $15,000 to $75,000, variable 
interests from 5.00% to 6.30% ........................................................... . 

Total Speclal Oblgations Notes ...................................................... .. 

Total General and Special Obligations •• --.-· .............................. . 

975.QQO 

1.?90.QQO 

$ 4243000 

The Municipality's general obligations long·term note retirements are 
appropriated and paid form resources accumulated in the debt service 
fund (see Note 8). The special obligations long-term notes retirements 
are paid througi retention made by the Municipal Revenue Collection 
Center from monthly advance of annual property tax and subsidy sent to 
the Munlclpallty. 

The annual requirements to amortize the general and special obligations 
outstanding as of June 30, 2003 are as follows (See Table 7)): 

TABLE7 
YEAREHDING PllfiaPAL INTEREST TOTAL 

JUNE 30, PAYMENT PAYMENT PAYMENT 

2004 $ 371,000 $ 244,460 $ 615,460 
2005 399,000 234,396 633,396 
2006 320,000 214,530 534,530 
2007 222,000 195,564 417,564 
2008 190,000 180,895 370,895 

2009-2013 882,000 711,740 1,593,740 
2014-2018 814,000 440,455 1,254,455 
2019-2023 . 653,000 230,815 883,815 
2024·2027 3~,000 62,330 454,~ 

TOTAL $ 4243000 $ 2 515185 $ 6758185 

B. OTHER LONG·TERM DEBTS 

Following are the Other Long-Term Debts (See Table 8)): 

TABLE S 8ALANCE REmEMENTS BALANCE 

DESCRIPTION 

Property Tax Advance ........ 
Property Tax-Treasury ..... 
Une1111loyment Fed Prog .... 
Une111Pk7iment. ................... 
Solkj Waste Disposal .......... 
Water & Sewer Authority .... 
Social Security .................... 
Income Tax Withheld .......... 
Income TaxWithhekL. ....... 
Claims and Assessments ... 
P.R. Land Authority ............. 
Compensated Absences ..... 

TOTAL .......................... . 
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JULY1, 
2002 

$ 227,769 $ 
186,123 

53,005 
141,909 
400,000 
215,120 
m,868 
529,917 
498,216 

94,085 
1.1~.1§Z 

NEW ANO JUNE30, 
ISSUES ADJUSTMENT 2003 

. $ 

99,486 

390,121 

16,824 
20,681 
5,889 

176,129 
180,000 
66.240 
19,800 
58,200 
80,000 

10,000 
159,440 

$ 210,945 
165,442 
47,116 
65,266 

220,000 
148,880 
158,068 
471,717 
418,216 
390,121 
84,085 

975,717 

$ 3659 169 $ 489607 $ 793?ffi s 3355573 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

NOTE 7 GENERAL LONG·TERM DEBTS (continuation) 

C. CHANGES IN GENERAL LONG-TERM DEBTS 

The following is a summary of changes in long.term debts for the year 
ended June 30, 2003: (See Table 9) 

TABLE9 BALANCE RETmEMans BALANCE 
JULY1, NEw AND JUNE30, 

DESCRIPTION 2002 lsSUES ADJUSTMENT 2003 

General..................... $ 3,004,000 $ 524,000 $ 575,000 $ 2,953,000 
Special ...................... 330,000 990,000 30,000 1,290,000 
Others Debts ............. 3,§59,169 489,607 793,203 3,355573 

limlt for the basic taic while there is no limitation for the ad-valorem taic 
rate. 

The Commonwealth of Puerto Rico grants complete real property taic 
exoneration on the first $15,000 has assessed valuation on residential 
units occupied by their owners. However, the Municipality receives the 

full amount levied, except for residential units 
AlloUNTS AMOUNTS assessed at less than $3,500 on which a 

DuEWmtlN oueAFTER complete exemption ls granted. The Municipal 
ONEYEAR NEXTYEAR Revenue Collection Center, instead of the 

$ 336,000 $ 2,617,000 
35,000 1,255,000 

1.678.636 1,§76,937 

property taicpayer, becomes the source of 
payment in these cases. 

The Municipality grants a complete exemption 
from personal property taices up to an 

L~~===~~~~~~~~~~!!_~~~!....!!s~?~04~!l~fl!~¥~$~5;::548::=9!::3::J7 
assessment value of $50,000, to retailers with an 

TOTAL .................... $ 6QQ316!l $ g!m@Z $ 1398200 $ 1~§13 

NOTE 8 DEBT RETIREMENT 

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

These property taices 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 

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 value 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 7.85% for real property and 5.88% for personal 
property of which 1.03% of both belong to the Commonwealth of Puerto 
Rico and 6.82% and 4.85%, respectively, belongs to the Municipality. 
From the portion belonging to the Municipality, 5.72% and 3.75%, 
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 1.50% represents 
the ad-valorem property taices 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 8). The Municipality has reached the maximum statutory tax rate 

22 

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 ovf!l property for each fiscal year. In 
accordance to Law, these advances will be contributions by the Municipal 
Revenue Collection Center from taicpayers. The Municipal Revenue 
Collection Center periodically informs to the Municipality the amounts 
collected from taicpayers and applied to outstanding advances. 

The Municipality records as revenue in the general fund the property taic 
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 Municipality 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. As of June 30, 2003, the 
Debi Service Fund presented a receivable of $6,970 for the collection of 
additional property taxes during the next 60 days after end of year. 

NOTE 10 VOLUME OF BUSINESS TAX 

The volume of business taic is levied each year based on the prior yea~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 taicpayers are required to file their declarations by April 
23 of each year. The taic rates are as follows: 

a. 1.50% for financial institutions and savings and loan 
associations. 

b. 0.50% 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. Collections of taxes during current 
fiscal year, applicable to the next fiscal year, are recorded as deferred 
revenues in the General Fund. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

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 

The Employee's Retirement System of the Government of Puerto Rico 
and its Instrumentalities (ERS) is the administrator of a cost-sharing 
multiple-employer retirement system estabOshed 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 alt regular employees of the Commonwealth of Puerto Rico 
and its instrumentalities and of certain municipalities and components 
units not covered by their own retirement systems. 

Participation is mandatOf'Y except for members of the Legislature, 
Government Secretaries, Head of Agencies and Public Instrumentalities, 
Assistants to the Governor, the Comptroller of the Puerto Rico, 

two-year Constant Maturity Treasury Note or, (b) eam a rate equal to 
75% of the return of the System's investment portfolio (net of 
management fees), or (c) earn a combination of both alternatives. 

If 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 1Y2% of their average compensation of 
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 participant employees. 

A variety of si{Jlificant 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 10) 

Gubernatorial Board and Committee appointees .------------------------------. 
and Experimental Service Station employees. YEARS PARTICIPANT'S TABLE 10 
ERS provides retirement, death and disabifrty OFSeRVICE AGE PENSION BeNEms 

benefits. Disability retirement benefits are 30 or more 55 or less 65% of the average of the three years of highest salary during 
available to members for occupational and non- the employee's service period. 
occupational disabilities. Retirement benefits 
depend upon age at retirement and number of 30 or more 58 or more 75% of the average of the three years of highest salary during 
years of credited service. Benefits vest after ten the employee's service period. 
years of plan participation. 30 or more 65 or more 75% of the average of the three years of highest salary during 

The Municfpallty 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 staMe to contribute 5.n5% 
for the first $550 of monthly salary plus 8.275% for the excess of this 
amoun~ or on the alternative, 8.275% of all salary. The Municipality 
contributes to the system 9.275% of the participating employee's salaries. 

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 
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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, Rnancial 
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. 

con till.le 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

NOTE 12 EMPLOYEE'S RETIREMENT PLAN (continuation) 

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. 

Contributions in 2003 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 expencfrtures recorded in the category of administration 
for the Fiscal Year Ended June 30, 2003 was approximately $297,128. All 
employees who at the time of employment are 55 years old or less are 
eligble 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 accumulatioo 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, 2003. The P.R. 
Retirement Plan Administration provides additional informatioo 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 Munlclpallty'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 informatioo currently 
available can not determine the final outcome of these claims, with the 
exception of eight lawsuits related to suppllers, to which the legal counsel 
has estimate a potential loss of $390,121. These lawsuits are in process 
of negotiation. 

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 wtth concfrtions precedent to the granting of funds. 
Any liablllty for reimbursement which may arise as the result of these 
audits is not believed to be material. 

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 counsels of 
the Municipality have advised that at this stage in the proceedings of 
lawsuits he cannot offer an ~inion as to the probable outcome. 

NOTE 14 ACCOUNTING CHANGES, CHANGES IN REPORTING 
ENTITY AND RESTATEMENTS 

During fiscal year 2002-2003, the Municipality implemented several new 
accounting standards and an Interpretation issued by GASB. 

GASBS No. 34 as amended by GASBS No. 37 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, lnduding 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. 

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 darifies 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 
loog-term liablUties 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 explalned 
below. 

Table 11 reconciles the June 30, 2002 Fund Balances, as previously 
reported to Beginning Fund Balances, as restated, July 1, 2002. 

FUND BALANCE RESTATED Table 11 

OniER 
DEBT GOVERNMENTAL 

SERVICE FUND 

Fund Balance, as Reported 
J1.r1e 30, 2002...................................................... $1,077,'ifTl $ 962,007 

Cha~ kl ACCOlflling Principles........................... £306,451\ 347.768 

Begmfng Fund Balance, as Restated, 
Julyt,2002......................................................... S V1526 S1309V5 

continue 
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NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

NOTE 15 FUTURE ADOPTION OF ACCOUNTING 
PRONOUNCEMENT 

The Governmental Accounting Standards Board (GASS) issued GASBS 
No. 39, Determining Whether Certain Organizations are Component 
Units, which is effective for fiscal year beginning after June 15, 2003. The 
Municipality has not adopted the requirement of this statement 

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

REQUIRED SUPPLEMENTARY INFORMATION 
BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

BUDGET AMOUNTS 
ORIGINAL FINAL 

BUDGETARY FUND BALANCE (DEFICIT), 
JULY 1, 2003 ............................................................... ($ 1,830,285) ($ 1,830,285) 

Resources (Inflows): 

Property Taxes ............................................................ . 1,317,714 1,317,714 
Volume of Business Taxes ......................................... .. 703,391 703,391 
Intergovernmental Revenues ...................................... . 4,143,260 4,237,012 
License and Permits .................................................... . 965,818 965,818 
Rent ............................................................................. . 136,000 136,000 
Miscellaneous .............................................................. . 164.125 164.125 

Total Resources (Inflows) ...................................... .. 7.430,308 7.524,060 

Amounts Available for Appropriation ...................... . 5.600.023 §,693,ZZ§ 

Charges to Appropriations (Outflows): 

Mayor and Municipal Legislature ............................... .. 883,269 832,039 
General Government ................................................... . 2,863,358 3,717,150 
Public Safety ............................................................... . 512,203 417,207 
Public Works .............................................................. .. 957,894 793,170 
Health and Sanitation ................................................. .. 465,026 117,411 
Culture and Recreation .............................................. .. 
Sofid Waste Disposal .................................................. . 
Human Services and Welfare .................................... .. 

281,172 187,699 
456,665 662,380 
913,421 698,871 

capital Outlays ............................................................ . 
Transfer to Other Funds .............................................. . 

55,900 56,733 
41,4()() 41.400 

Total Charges to Appropriations ............................... . 7,430,308 Z524.Q60 

BUDGETARY FUND BALANCE (DEFICIT), 
JUNE 30, 2003 ......................................................... .. <a J.IW).21W <a l ,§ag.~) 

See accompanying Notes to Required Supplementary Information. 
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AcTUAL AMOUNTS 
(BUDGETARY BASIS) 

(SEENoTEA) 

($ 1,830,285) 

1,317,714 
667,204 

4,177,725 
387,432 
86,996 

149,098 

6,786,169 

~.955,884 

829,461 
4,102,495 

417,296 
778,957 
116,978 
187,586 
867,153 
699,852 
54,779 
54.750 

8,109,307 

~ 3,l 53.~23) 

V AAIANCE W1lH 
FINAL BuDGET 

POSITIVE (NEGATIVE) 

$ 

(36,18n 
(59,28n 

(578,386) 
(49,004) 
(15,027) 

{737.891) 

{737,891} 

2,578 
(385,345) 

(89) 
14,213 

433 
113 

(204,773) 
(981) 

1,954 
{13,350) 

{585.247) 

(i l ,323,l 3§) 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND 
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

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

Sources/Inflows of Resources: 

Actual Amounts (Budgetary Basis) "Available for Appropriation• from the 
Budgetary Comparison Schedule (See Page 26) ....................................................................................... . 

Difference - Budget to GAAP: 

The Fund Balance at the Beginning of Year is a budgetary resource but Is not a 
Current-Year Revenue for financial reporting purposes ............................................................................ . 

Proceed from sales of capita! assets is inflows of budgetary resources but are not revenues 
for financial reporting purposes ................................................................................................................. . 

Total Revenues as Reported on the Statement of Governmental Flllds Revenues, 
Expenditures and Changes in Food Balance (See Page 13) ..................................................................... .. 

Uses/Outflows of Resources: 

Actual Amounts (Budgetary Basis) "Total Charges to Appropriation• from the 
Budgetary Comparison Schedule (See Page 26} ...................................................................................... .. 

Difference - Budget to GAAP: 

Encumbrances for supplies and equipment ordered but not received are reported 
in the year the order is placed for budgetary reporting purposes .............................................................. . 

Prior-Year Expenditures is not outflows of budgetary resources but are expenditures 
For financial reporting purposes ................................................................................................................ . 

Transfers to other funds are outflows of budgetary resources but are not expenditures 
for financial reporting purposes ................................................................................................................. . 

Total Expenditures as Reported on the Statement of Governmental Funds Revenues, 
Expenditures and Changes in Fund Balance (See Page 13) ...................................................................... . 

NOTE B Explanation of Differences between Budgetary Fund Balance and GAAP Fund Balance 

Budgetary Fund Balance (Deficit), June 30, 2003 (See Page 26} ............................................................... .. 

liming Differences: 

Net Change in EncllTlbrances .................................................................................................................. . 

Reserved Fund Balance ............................................................................................................................ . 

Non-budgetary Items ................................................................................................................................. . 

Other Differences - Proceed of Bonds ...................................................................................................... .. 

Unrestricted Fund Balance (Deficit), June 30, 2003 (See Page 11) ............................................................ .. 

END OF THIS SECTION 
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$ 4,955,884 

1,830,285 

(64.300) 

$ 6.721.869 

$ 8,109,307 

(250,524) 

85,750 

(54.750) 

$ 7.889,783 

($ 3, 153,423} 

(234,397} 

36,252 

(595,000) 

1.275.000 

($ 2,67J .568) 
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
ANO REPORTS REQUIRED BY GOVERNMENT AUDITING 

STANDARDS AND OMB CIRCULAR A·133 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2003 

FEDERAL GRANTOR /PASS THROUGH 
GRANTOR I PROGRAM OR CLUSTER TITLE 

U.S. Department of Agriculture: 

Direct Programs: 

Water and Waste Disposal Loans and Grants .....................•...... 

Pass-Through Department of Education: 

Indirect Programs: 

Child and Adult Care Food Program ..................••................••....• 

Total U.S. Department of Agriculture ....................................... . 

U.S. Department of Commerce: 

Economic Adjustment Assistance ........•....•................................. 

U.S. Department of Housing and Urban Development 

Direct Programs (Cluster): 

Section 8 Housing Choice Vouchers ....•..........•..........•..............• 

Indirect Programs: 

Pass-Through State - OHlce of the Commissioner 
of Municipal Affairs 

State Block Grant Program (SBGP) .....................................•... 

Total U.S. Department of Housing and Urban Development ... 

U.S. Health and Human Services: 

Pass-Through Administration of Children and Famifies: 

Child Care and Development Block Grant .........................•........ 

TOTAL EXPENDITURES OF FEDERAL AWARDS .............•........ 

FEDERAL 
CFDA 

NUMBER 

10.no 

10.558 

11.307 

14.871 

14.228 

93.575 

The accompanying Notes to Schedule of Expenditures of Federal Awards are an Integral of this Schedule. 
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PASS-THROUGH 
ENmv IDENTIFYING 

NUMBER 

NJAV 

RQ047V00014 

02-AB-FC-47 
01-FD-47 
98-FD-47 
97-F0-47 

FEDERAL 
EXPENDITURES 

$ 638,989 

8.367 

647.356 

304.837 

544,656 

673.842 

1.218.498 

467,808 

$2638499 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL VEAR ENDED JUNE 30, 2003 

NOTE1 

NOTE2 

NOTE3 

NOTE4 

NOTES 

NOTE6 

GENERAL 

The accompanying Schedule of Expendttures of Federal Awards includes the federal grant activities of the Municipality of 
Naguabo, Puerto Rico. The information in this Schedule is presented In accordance wtth the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this Schedule 
may differ from amounts presented In, or used In the preparation of, the basic financial statements. The Municipality reporting 
enttty is defined in Note (1) (A) to the basic financial statements. All federal financial awards received directly from federal 
agency as well as federal financial awards passed throu{jl other government agencies are included on the Schedule. 

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 liabiltty is incurred, tt measurable or when actually 
paid, whichever occurs first. 

FEDERALCFDANUMBER 

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 d Federal Domestic Assistance. 

PASS-THROUGH GRANTOR'S NUMBER 

State or local government redistribution of federal awards to the Municipality, treated as tt they were received directly from the 
federal government. OMB Circular A-133 requires the schedule to include the name of the pass-through enttty and identifying 
number assigned by the pass-through entity for federal awards received as a subrecipient. Numbers identified as NIA are not 
applicable and numbers Identified as N/AV are not available. 

LOAN OUTSTANDING 

The Municipality of Naguabo, Puerto Rico had the following outstanding balance at June 30, 2003 for Water and Waste 
Disposal Loans Programs. For these loans the grantor does not impose continuing compliance requirements, as described on 
the OMB Circular A-133. Therefore, the prior year balances are not considered expenditures on the Schedule of Expenditures 
of Federal Awards. The amount presented in the Schedule, represent federal expenditures according to modified accrual basis 
of accounting (see Note 2). The loans outstanding balances were included in the Municipality's Long-Term Liabilities (see 
Note 7 of the Notes to Basic Financial Statements). 

PROGRAM Tm.e 

Water and Waste Disposal Loans and Grants ........................................ . 
Water and Waste Disposal Loans and Grants ........................................ . 

MAJOR PROGRAMS 

FEDERAL CFDA 
NUMBER 

10.no 
10.no 

AMOUNT 
OUTSTANDING 

$205,939 
468,000 

Major programs are identified in the Summary of Audito~s Results Section c:J the Schedule of Findings and Questioned Costs. 

END OF NOTES 
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PO BOX 8369 
CAOUAS. P R 00726-8369 

CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 

TEL (787) 746-0510 
FAX (787) 746-0 525 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONmOL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

To the Honorable Mayor and 
Members of the Municipal Legislature 

Municipality of Naguabo, Puerto Rico 

We have audited the basic financial statements of Municipality of Naguabo, Puerto Rico (Municipality) as of and 
for the fiscal year ended June 30, 2003, and have issued report thereon dated December 18, 2003. 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 on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed 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 03-11-02. 

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. However, we noted certain 
matters involving the internal control over financial reporting and its operation that we consider being reportable 
conditions. Reportable conditions involve matters coming to our consideration relating to significant deficiencies in 
the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect the 
Municipality's ability to record, process, summarize and report financial statements. Reportable conditions are 
described in the accompanying Schedule of Findings and Questioned Costs as items 03-11-01 and 03-11-02. 

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 msstatements 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. Our consideration of the internal control over financial 
reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are also considered to be material 
weaknesses. However, of the reportable conditions described above, we consider item 03-11-01 to be material 
weakness. We also noted other matters involving the internal control over financial reporting, which we have reported 
to management of the Municipality in a separate letter dated December 18, 2003. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF RNANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 
Page2 

This report is intended solely for the infonnation and use of the management, Office of the Commissioner of 
Municipal Affairs, and federal awarding agencies and pass-through entities and is not intended to be and should not 
be used by anyone other than these specified parties. However, this report is a matter of public record and its 
distribution is not limited. 

ep11~ ~ 
CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2004 

Caguas, Puerto Rico 
December 18, 2003 

1930642 
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PO BOX 8369 
CAGUAS, PR 00726-8369 

CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants 4 Consultants 

TEL (787) 746-0510 
FAX (787)746-0525 

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND 
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A·133 

To the Honorable Mayor and 
Members of the Municipal Legislature 

Municipality of Naguabo, Puerto Rico 

Compliance 

We have audited the compliance of the Municipality of Naguabo, Puerto Rico (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, 
2003. 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 on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States 
of America; the standards applicable to financial audits contained in Government 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 audt does not provide a legal determination on the Munlcipallty's compliance with those 
requirements. 

In our opinion, the Municipality complied, in all matertal respects, with the requirements referred to above that are 
applicable to each of its major federal programs for the year ended June 30, 2003. However, the results of our 
auditing procedures disclosed instances 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 as items 03-111-01 through 03-111-9. 

Internal Control Over 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 expr8$ing our opinion on compliance and to test and report on the internal control over compliance in 
accordance with OMB Circular A-133. 
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND 
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A·133 
Page2 

We noted certain matter 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 applicable requirements of laws, 
regulations, contracts and grants. Reportable conditions are described in the accompanying Schedule of Findings 
and Questioned Costs as items 03-111-01 through 03-111-08. 

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 
conditions that are also considered to be material weaknesses. However, we believe that none of the reportable 
conditions described above is a material weakness. 

This report is intended solely for the information and use of the management, Office of the Commissioner of 
Municipal Affairs, and federal awarding agencies and pass-through entities and is not intended to be and should not 
be used by anyone other than these specified parties. However, this report is a matter of public record and its 
distribution is not limited. 

{' ///-l ~ /lJc 
CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2004 

Caguas, Puerto Rico 
December 18, 2003 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

SECTION I-SUMMARY OF AUDITORS' RESULTS 

Financial Statements 

Type of auditors' report issued: 

Internal control over financial reporting: 

• Reportable condition(s) identified? 

• Material weakness(es) identified? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 

• Reportable condition(s) identified? 

• Material weakness (es) identified? 

Type of auditors' report issued on compliance for 
Major Programs: 

Any audit finding disclosed that are required to be reported 
in accordance with Section 510 (a) of Circular A-133? 

Identification of Major Programs: 

l&l Unqualified Opinion 
181 Adverse Opinion 

l&l Yes 

181 Yes 

D Yes 

l&l Yes 

D Yes 

181 Unqualified Opinion 
D Adverse Opinion 

181 Yes 

CFDANUMBER NAME OF FEDERAL PROGRAM OR CLUSTER 

10.760 
11.307 
14.228 
14.871 
95.575 

Water and Waste Disposal System for Rural Communities 
Economic Adjus1ment Assistance 
State Block Grant Program (SBGP) 
Section 8 Housing Choice Vouchers 
Child Care and Development Block Grant Program 

Dollar threshold used to distinguish between 
Type A and Type B Programs: 

Auditee qualrried as low-risk auditee? 

36 

$300,000 

D Yes 

0 Qualified Opinion 
D Disclaimer Opinion 

D None Reported 

0 No 

181 No 

0 None Reported 

181 No 

O Qualified Opinion 
D Disclaimer Opinion 

D No 

181 No 

continue 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE RSCALYEAR ENDED JUNE 30, 2003 

RN DING 

REQUIREMENT 

CONDmON 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

MANAGEMENT RESPONSE 

SECTION II-FINANCIAL STATEMENT FINDINGS 

NUMBER 03-11-01 

REPORTABLE CONDmON OVER CAPITAL ASSETS 

During our examination of Municipality's Gapltal Assets record and reports we noted the 
following deficiencies: (1) Incomplete information over properties; (2) Construction in 
Progress are not accounted tor; (3) there Is no adequate internal control procedure to 
assure the proper valuation, ownership and timeliness of recognition of real estate 
inventory. (This Is a prior period finding.) 

Also, depreciation expense for depreciable Capita! Assets was not recorded. 

Article 9.002 of State Act. Number 81 of August 30, 1991 stated that Municipality should 
maintain updated Capital Assets accounting records. Also, accounting principles 
generally accepted in the United States of America require that Capital Assets should be 
recorded and depreciated, which would increase the assets and expenses of the 
governmental activities. 

Evidence that system fails to provide a complete and accurate output consistent with the 
entity's control object~es because of the misapplication of controls and accounting 
principles. 

Municipality did not maintain an adequate control of the accountability regarding Capital 
Assets transactions and records that constituted a departure of accounting principles 
generally accepted in the United States of America which affect the assets and expenses 
of the governmental activities. 

Municipality should implement internal control procedures in order to comply with this 
requirement. 

Pending the Corrective Action Plan. 

continue 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINDING 

REQUIREMENT 

CONDITION 

CRITERIA 

SECTION II - FINANCIAL STATEMENT FINDINGS 

NUMBER 03-ll--02 (SEE FINDING NUMBER 03-111-01) 

REPORTABLE CONDITION AND NONCOMPLIANCE OVER BANK ACCOUNTS 

During our examination of Municipality's bank accounts we noted the following 
deficiency: the EDA and Rural Development (Sanitary Sewer Grant) were in a same 
bank account. 

Subpart B, 7 CFR Section 3015.11 (b) (6), stated that Water and Waste Disposal for 
Rural Communities funds should have a separate bank account. 

continue 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINDING 

FEDERAL PROGRAMS 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED CoSTS 

NUMBER 03-111.01 (SEE FINDING NUMBER 03-11.02) 

ECONOMIC ADJUSTMENT ASSISTANCE (NO. 11.307) 
U.S. DEPARTMENT OF COMMERCE 

WATER AND WASTE DISPOSAL SYSTEMS FOR RURAL COMMUNITIES 
(CFDA N0.10.760) 
U.S. DEPARTMENT OF AGRICULTURE 

COMPLIANCE AND INTERNAL CONTROL 

CASH MANAGEMENT - BANK ACCOUNTS 

During our examination of Municipality's bank accounts we noted the following 
deficiency: the EDA and Rural Development (Sanitary Sewer Grant} were in a same 
bank account 

Subpart B, 7 CFR Section 3015.11 (b} (6), stated that Water and Waste Disposal for 
Rural Communities funds should have a separate bank account. 

Evidence that system fails to provide a complete and accurate control of cash. 

Municipality did not maintain an adequate control of cash. 

Municipality should open a separate bank account to maintain control over the granf s 
funds. 

None 

Pending the Corrective Action Plan. 

continue 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINDING 

FEDERAL PROGRAMS 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED Cosrs 

NUMBER 03-lll-02 

STATE BLOCK GRANT PROGRAM (CFDA NO. 14.228) 
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
PASS-THROUGH STATE-OFFICE OF COMMISIONER OF MUNICIPAL AFFAIRS 

ECONOMIC ADJUSTMENT ASSISTANCE (NO. 11.307) 
U.S. DEPARTMENT OF COMMERCE 

WATER AND WASTE DISPOSAL SYSTEMS FOR RURAL COMMUNITIES 
(CFDA NO. 10.760) 
U.S. DEPARTMENT OF AGRICULTURE 

COMPLIANCE AND INTERNAL CONTROL 

CASH MANAGEMENT- EXCESS CASH BALANCES 

Municipality held high cash balances according to the bank statements. This means 
that federal financial assistance is sometimes requested and not used to cover 
immediate expenditures incurred. 

Code of Federal Regulations, Subpart I, 24 CFR Section 570.489 (c)(1), Subpart C, 13 
CFR Section 143.20 and OMB Common Rules, Subpart C, Section 3019.22 (b), stated 
that units of general local governments shall use procedures to minimize the time 
elapsing between the transfer of funds by the state and disbursement for activities, 
according with Treasury Circular 1075. 

The Federal Program Department did no maintain appropriate cash management 
procedures in order to keep low cash balances. 

It could be understood that Federal Program and Finance Departments are requesting 
funds in excess of the immediate expenditures incurred. 

We recommend to management to revise their bank account balances in order to 
minimize the amounts held on the accounts. 

None 

Pending the Corrective Action Plan. 

continue 

40 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINDING 

FEDERAL PROGRAMS 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

NUMBER 03-111.()3 

STATE BLOCK GRANT PROGRAM (CFDA N0.14.228) 
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
PASS-THROUGH STATE-OFACE OF COMMISIONER OF MUNICIPAL AFFAIRS 

CHILD CARE AND DEVELOPMENT BLOCK GRANT PROGRAM (CFDA NO. 95.575) 
U.S. DEPARTMENT OF HEAL TH AND HUMAN SERVICES 
PASS-THROUGH ADMINISTRATION FOR CHILDREN AND FAMILIES 

COMPLIANCE AND INTERNAL CONTROL 

EQUIPMENT AND REAL PROPERTY MANAGEMENT 

The Federal Program Department has a property register that exclude information as 
acquisition date. 

Code of Federal Regulation, Subpart C, 24 CFR 85.32 (d) (1) and Subpart C, 45 CFR 
92.32 {d) (1) (2), stated that property records must be maintained that includes a 
description of the property, serial number or other Identification number, the source of 
property, percentage of Federal participation in the property, the location, use and 
condition of the property, any ultimate disposition data including the date of disposal, sale 
price of property, a physical inventory of the property must be taken and the result 
reconciled with the property records at least on every to years, respectively. 

There is no internal control procedure implemented to assure that property register 
includes all necessary information, as required by Subpart C, 24 CFR 85.32 {d) (1) and 
Subpart C, 45 CFR 92.32 {d) (1) (2) of Common Rules. 

Municipality is not in compliance with Subpart C, 24 CFR 85.32 (d) (1) and Subpart C, 
45 CFR 92.32 {d) (1) (2). 

We recommend to management to implement internal control procedures to assure that 
a property register of federal program is maintained. 

None 

Pending to Corrective Action Plan. 

continue 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE RSCAL YEAR ENDED JUNE 30, 2003 

ANDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill-FEDERAL AWARD FINDINGS AND QUESTIONED Cosrs 

NUMBER 00.111.()4 

SECTION 8 HOUSING CHOICE VOUCHERS (CFDA NO. 14.871) 
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

COMPLIANCE AND INTERNAL CONTROL 

ELIGIBILITY TEST 

During our Participant Files Test we noted that one (1) participant file did not have 
evidence of the HUD-approved release and consent forms submitted by the family as 
required by federal regulation. 

Code of Federal Regulations, 24 CFR, Subpart F, Section 5.617 (b) stated that as a 
condttlon of admission to, or continued occupancy of, any assisted untt, the Municipality 
shall require the family head and other such family members as is designated, on 24 
CFR, Subpart B, Section 5.230 (a), to execute a HUD-approved release and consent 
form authorizing any deposttory or private source of income, or any federal, state or local 
agency, to furnish or release to the Munlclpality and to HUD such information as the 
Municipality and HUD determines to be necessary. 

Municipality does not have consent forms that authorize the collection of income 
information from State Wages Information Collection Agencies (SWICA), and wages, net 
earnings from se~-employmen~ payments of retirement income, and unearned income 
as referenced at 26 U.S.C. 6103. In adcfrtion consent form may authorize the collection of 
other information from applicants and participant to determine eligibility or level of 
benefits. 

Municipality is not in compliance with 24 CFR, Subpart F, Section 5.617 (b) and Section 
5.230 (a). 

We recommend management to require each member of the family of an assistance 
applicant or participant who is at least 18 years of age, and each family head and spouse 
regardless of age, to sign a release form. 

None 

Pending the Corrective Action Plan. 

continue 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDmON 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill-FEDERAL AWARD FINDINGS AND OUESTIONED Cosrs 

NUMBER 03·111-0S 

SECTION 8 HOUSING CHOICE VOUCHERS (CFDA NO. 14.871) 
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

COMPLIANCE AND INTERNAL CONTROL 

ELIGIBILITY TEST 

During our Participant Files Test we noticed that three (3) participants' files have 
evidence of income that wasn't reported in HUD50058. 

Code of Federal Regulations, 24 CFR, Subpart H, Section 887.357 stated that as a 
condition of reexamination the program should verify a family's income. 

Municipality does not review the supporting evidence of income. 

Munlclpal!ty is not in compliance with 24 CFR, Subpart H, Section 887.357. 

We recommend management to review all the supporting documents to issue a Form 
HUD50058. 

None 

Pending the Corrective Action Plan. 

continue 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDmON 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION ill- FEDERAL AWAAO FINDINGS ANO QUESTIONED Cosrs 

NUMBER 03-lll-o6 

CHILD CARE AND DEVELOPMENT BLOCK GRANT PROGRAM (CFDA NO. 95.575) 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
PASS-THROUGH ADMINISTRATION FOR CHILDREN AND FAMILIES 

COMPLIANCE AND INTERNAL CONTROL 

PERIOD OF AVAILABILITY 

It was noted in our tests of Municipality's internal control over disbursement process 
that three (3) disbursements was made out of period of availability. 

Code of Federal Regulations, Subpart C, 45 CFR Section 92.23 (a), stated that a grantee 
may charge to the award only costs resulting from obligations of the funding period 
unless carryover of unobligated balances is permitted, in which case the carryover 
balances may be charged for costs resulting from obligations of the subsequent funding 
period. 

Municipality did not maintain an adequate control over the period of availability of funds. 

Municipality is not in compliance with Subpart C, 45 CFR Section 92.23 (a). 

We recommend to management to revise their availability of funds. 

None 

Pending the Corrective Action Plan. 

continue 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill-FEDERAL AWARD FINDINGS AND QUESTIONED Cosrs 

NUMBER 03-lll-07 

ECONOMIC ADJUSTMENT ASSISTANCE (NO. 11.307) 
U.S. DEPARTMENT OF COMMERCE 

COMPLIANCE AND INTERNAL CONTROL 

PROCUREMENT AND SUSPENSION AND DEBARMENT 

The model for construction contracts over $10,000 used by the Munlclpallty did not 
contain the detailed clauses for compliance with the contractual legal remedies when 
contractor violates contract term, provisions for termination by the grantee for default, 
executive order 11246 Equal Employment Opportunity, Davis-Bacon, compliance with 
the Clean Air Act and Clean Water Ac~ and compliance Energy Policy and Conservation 
Act and, as required by the programs. 

Code of Federal Regulations, Subpart C, 24 CFR Section 85.36 (b) (1-3) and Subpart C, 
13 CFR Section 143.36 stated that subgrantee's contract must contain provision in this 
Section. Federal agencies are permitted to require changes, remedies, changed 
conditions, access and records retention, suspension of work, and other clauses 
approved by the Office of Procurement Policy. 

Federal Program and Secretary Municipal Department did not maintain appropriate 
procurement standard procedures, in order to assure that contractor complies with some 
requirements. 

Munlclpallty Is not in compliance with Subpart C, 24 CFR Section 85.36 (b) (1-3) and 
Subpart C, 13 CFR Section 143.36 of OMB Common Rules. 

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

None 

Pending the Corrective Action Plan. 

continue 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDmON 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED CoSTS 

NUMBER 03-ll-OS 

CHILD CARE AND DEVELOPMENT BLOCK GRANT PROGRAM (CFDA NO. 95.575) 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
PASS-THROUGH ADMINISTRATION FOR CHILDREN AND FAMILIES 

COMPLIANCE AND INTERNAL CONTROL 

PROCUREMENT AND SUSPENSION AND DEBARMENT 

During our Grant Disbursement Test, we did not found evidence that at least three (3) 
qualified quotations were obtained for five (4) purchase order. 

Subpart C, 45 CFR Section 92.36 (d), states the requirements on procurement 
procedures. 

Municipality did not comply with Federal and State Laws regarding procurement 
procedures established for the purchase of equipment. 

Municipality is not in compliance with Subpart C, 45 CFR Section 92.36 (d). 

We recommend management to follow procurement procedures established by Federal 
and States Laws. 

None 

Pending the Corrective Action Plan. 

continue 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE ASCAL YEAR ENDED JUNE 30, 2003 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWAPD FINDINGS AND QUESTIONED Cosrs 

NUMBER 03-lll-9 

SECTION 8 HOUSING CHOICE VOUCHERS (CFDA NO. 14.871) 
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

COMPLIANCE 

SPECIAL TESTS AND PROVISIONS 

During our verification of 1-k:lusing Quality Standards Enforcement, we noticed that the 
Munlclpallty does not have a list of failed inspections to verify the corrections of 
deficiencies within thirty (30) calendar days. 

Code of Federal Regulations, 24 CFR, Sections 982.158 and 982.404 stated that, the 
Munlclpallty must prepare a list of units that fail to meet Housing Quality Standards. 

Municipality has failed to develop a procedure to assure that all deficiencies are 
corrected within the specttic time frame, in order to comply with program regulations and 
requirements. 

Municipality does not comply with 24 CFR, Sections 982.158 and 982.404. 

We recommend management to prepare a list of units that fail the inspection. 

None 

Pending the Corrective Action Plan. 

END OF SCHEDULE 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF PRIOR AUDIT'S FINDINGS AND QUESTIONED COSTS 

FOR THE RSCAL YEAR ENDED JUNE 30, 2003 

(1) Audit Findings that have been Fully Corrected: 

FISCAL VEAR 2002 

Finding Number 02-111-01 Allowable Cost/Cost Principles - Missing documents 

CFDANumber 10.760 

Questioned Cost $7,745 

Audltee Comments System and procedures corrected. 

Finding Number 02-111-02 Davis-Bacon Act - Monitoring of contractor payroll 

CFOANumber 10.760 

Questioned Cost None 

Audltee Comments System and procedures corrected. 

Finding Number 02-llH>S Eligibility- Evidence of lessor ownership 

CFDANumber 14.871 

Questioned Cost None 

Audltee Comments System and procedures corrected. 

Finding Number 02-111-06 Eligibility- Missing contract 

CFDANumber 14.871 

Questioned Cost None 

Audltee Comments System and procedures corrected. 

Finding Number 02-111-07 Reporting - Annual Report 

CFDANumber 10.760 

Questioned Cost None 

Audltee Comments System and procedures corrected. 

FISCAL VEAR 2001 

Finding Number 01·111-05 Reporting - Annual Report 

CFDANumber 10.760 

Questioned Cost None 

Auditee Comments System and procedures corrected. 

continue 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF PRIOR AUDIT'S FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

(2) Audit Findings not Corrected or Partially Corrected: 

FISCAL YEAR 2002 

Finding Number 

CFDANumber 

02-111-03 Eligibility-HU!Hpproved release and consent forms 

14.871 

None Questioned Cost 

Audltee Comments From 11 participants files, six (6) did have the forms in the files, which the auditor did not find. 
The rest are already corrected. All files will have a checklists to avoid of documents. 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

FISCAL YEAR 2001 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

02-111-04 

14.871 

None 

02-111-0S 

14.871 

None 

01-111-02 

14.871 

None 

01-111-07 

14.871 

None 

Eligibility-Evidence of income 

The participants were informed to bring documents. All files will be checked to avoid lack of 
documents. 

Special Tests and Provisions· Inspections 

The Inspector proceeded to prepare the Dst. 

Eligibility-HUD-approved release and consent forms 

See Finding Number 02-lil-03 above. 

Special Tests and Provisions - Inspections 

See Finding Number 02-111-08 above. 

continue 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NAGUABO, PUERTO RICO 

SCHEDULE OF PRIOR AUDITS FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2003 

(3) Corrective action taken Is slgnlflcantty different from corrective action previously reported: 

NONE 

(4) Audit findings Is no longer vaDd: 

NONE 

END OF SCHEDULE 
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MUN!CIPALilY. OF .NAGJJAIO 

CORRECTIVE ACTION PLAN FOR THE 
· - ·SINGLI! AUDIT REPORT OF YEAR ENDED JUNE 30,·2003 

(}3-11-01 Ymancc The Single Audit i:eports that Before 19ng, it to sign a cootla.ct Pending 
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MUNICIPAUTY OF MGUAllO 

CORRECTJ.W ACl'ION PLAN FOR TH~ - -
SINGLE AUDIT REPORT OF-YEAR ENDED JUNE 301 2003 

Federal Prosram Municipality held high cash It was informed 1o Official Payer 
and Finance balallces according to the bank and Finan~ Director the 
Department, statemmts. importance to minimize the time 
Official Payer and elapsing between the tnmsfer of 
Finance Director funds by the state and 

disbursement for activities. In the 
case of CDBG ilmds, the 
disbursement of the documents no 
more than three (3) days once the 
funds are deposited in the bank 
account. 

Federal Program The Federal Program Department It was informed to CJerk of 
and Finance bas a property register that eicclude Property to implement internal 
Departmen~ information as acquisition date. control procedures to assure that a 
Clerk of Property property register of Federal 

Program must be maintained. 

Federal Programs, One {l) participant fi)e did not This participant file have now a 
Sections have evidence of the HUD release and consent form. (see 
Supervisor approvecl release and consent evidence enclosed). It was 

fonns submitted by 1he family as informed to Section 8 Supervisor 
required by federal regulation. to examine each participant file to 

verify a IClease fonn. 

Done 

Done 

Done 
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03-111-05 

03-111-06 

03-111-07 

03-111-08 
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CORRECTIVE ACTION PlUl.FOR THE 
SINGLEAUD?T REPORT Of YEAR ENDED lUNE 30, 2G03 

Section S It was noticed 1hat three (3) The three (3) participants files 
Supervisor, participant;s file have evidence of have fulfilled a fonn HUD 50058> 
Federal Programs income that wmn't reported in (see evidence enclosed). It was 

HUDS00-58 informed to Section 8 Supervisor 
to examine all 1he supporting 
documents to issue this form. 

Finance Municipality's internal control It was informed to Accountant of 
Department and over disbmsement process that Child Care Program and Finance 
Child Care three (3) disbwsement was made Director to coordinate that 
Administrak>r 01t of period of availability. disbursemeo.t it realize in the 

period of avAilability. 

Federal Program The model for construction The EDA contract model was U8ed 
and Secretai:y contracts over $10,000used by the for the project already constructed, 
Municipal municipality did not contain the which the agency provided (see 

detailed clauses for compliance enclosure). Nevertheless. we will 
e eomreetual le8ftl 

. eaeh-simi18f..eentre 
remedies. compliance the detailed clauses. 

Finance Did oot found evidence that at The purchase equipmcnf s are 
Department, least three (3) qualified quotations specialized for child, with 
Official Purchase ~e obtained for five (5) exclusive brand and dispatch by 
and Child Care pmchasc order. only one seller. 
Administrator 

..... ~ ~ ·" . - .. . , 
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Done 

Done 

Done 

Done 
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CORRECTIVE ACF-ION Pl.AN FC>R THI 
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Section 8 
Inspector Federal 

Does not have a list inspections to 
verify the oom:ctions of 
de:liciencics within thirty (30) 
calendar 

The Section 8 Inspectcr will make 
list of fiiiled inspections. 

• • • ' I . , .., ' 

Pending 

The lnformatlDll stated above las been determined ta be accurate based upon lntonnatlon avallable aa fJf, February :ZO, ZOQ3. 
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FINAL ACCEPTANCE REPC•RT 

Conttact # __ .;if __ Contra 
Contract Award Date: Februe.r 1 , 1998 

(EDA) 

Arcbi.~r.ElaiPncer:~~..__."T""i~'-=;-===;=__~~~~~~~~-t--
Owis.m:.__-+-1.__-=--~....:...--...,:;:...-------------~ 
Contracmr.~' ~~~...AJ:a..1.1u.u..uq~--~--~--------+--­
&anomic Phi l i p J • . 
Otber..~~-t"-~~~~~~~~~~~~~~~~~~~~~---1t--

RECITAL: wad<: pafuuned under this eontmct was inspec~ on F b 003for the purpose of 

Hernan 

90~ 

dl!ltmllinU:. lR acceptability of comtroction. The I>am of AccDptanc;c i hereby eatablished as 
e 12 2003 

Qellini1tDl. of lbe tmn. "Date of' Acceptance": The "Date of .Accep " is !be dam which the 
er may occupy and' or use the facility for tbe pt.rpOSe for which it iniended in acconlance 
the contract ~ and all. work for the fBcilitY baa been c leted with the exception 

........... _,._ cl8!1D1JP and minor crxrective action aa shOW:l in the Arcbitect/'~iPJlC::et"S list made <llrin8 
tma.l~tion. 

·'~ .... ~ 
Signature · 

1ete mid will assume full ~session thereof at 

~~~LI.;~JSO~O~date). 

Municipal~ty of Nngyabo 

Exb.Dit I Pago l 
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Es{adu Libre Asociad o de Puerto I ico 
Gobierno Mu11icip1al de Nag~abo 
· Oficina ·de Pro gr<una F ede;Jtes 

AUT!,lRJZACLQN 

JniKt..j "11~az. CG\r1 rH~''lu al Municipio de 

y/o a sus Ell1pJeados del Programa de Secci6n 8, <londe lengo sometlda µna 

sollclr para Subsidio de !lent.a bajo el Programa de Secch~n 8, a oiicilur y que se Jes 

en~~sj inf or1\tacion reln.cionado. con mis ingreso1:, Cuenles de B ncos, Seguto Social, 

Trans·h 'on (lnforme de . Credi~), Administr~cjon <le Veterano, , Bieneslar Publlco, 

l S~guro del Esto.do, A.C.C.A. y Departamenlo<lel Trabajo 

"ocla vez ttlle e~la lnforn1acl6n es requisilo para que m soJicilud puetlo ser 

a, agradecere a la Agehci~ Pnlµlno u olra institucion n < ien In n1isma le sen 

a, que~ sumlllistre 'esw. y por esle inedio aulorizo Jfoha divuJ aciun. 

.ESfOSO(A) 

DIRE CION: v 13 -;;. ()I I J (; "'J f () 
o.o 7 ld' 

"HACIA UN NliEVO COMIENZO ... PARA NA UABO" 

P.cb BOX 40 • NAOUABO, P.R. 00718 • TELEFONOS (787) 874·l095 •FAX (787) 874-3108. 
I I. 

SVHdWOJ 3a J.d3Q sitt tL9 L9L YVd ot:o1 t0 / 90/ SO 



i: 

60~ 

.. -, I 
. . . 

tt,udo,t SSH _ . ~!)ram _ 

I s&M1-2413 J ~ouche! __ ,. ·- - : ..... -···-- __ J 

~NICIPALITY OF NAGUABO-~~~----~·-· __ --·----~I 
[''RQOii_J 

Sullbt 

!Voucher~- -·-·~ =rJ ~ 
c··-:=-=:=~-· JI I 
c_=---=: - -n o 

ber (Publlcllndl9n Ho"8lng Oltb) 

Ed~• Number (P1.1bllo/lndlan Housing Only) 

t I 
C:.J 
L_=:J (Publfcllndlan Homing Onlyf 

) of admlsalon to program 

elllitGtliH ~le of n .. t t'Hlliunlnathm 

... ........ ____ 1""'"'--··"-·"'""-

("1mldd1Ym) ar nntfl•trent ntexamtnatlon (publlc housing onttl 

Welfent to Wotk Vou"her 

I 
~;;;==:;;;==:~· :==..o:::========:::!::::============::.=:1 
~F-====~=========:;:' =======::==~ 
I f _ 

Paeel 
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l 

-- ~ A -- -~Ot olJciler- ··--------.. , 1'~2i2003-
. ~ J ousahqfd SSH . Program 1Dale Modified 

1. ~-1· ______ , _ _] ! ___ --···~ ~ -·-··· .. ----- .. ------ .... ···-·-·-· Q_·-·~-J 
!!CV ______ .. _ ··--.. ---··---·- ·-··· -·----··-

1~,.._,1,.J . ~UNICl~AUtY-~~_!~-= .. =~-----·!L.=oJ 
· 11J. PHAoode l 'Ri.\047 .. 

11:. Pro11iiu 
I 

id.Pr$cl lllJlllll*' (P~allndltan Housing On!J> 

9Ufflx 

lier (Publtcllttdlm .Ho~lng Ont,) 

[~~dter ·----_-- 1 1 ~ 

[=~:::===~]]!- I 
'--·-·--···-=:o CJ L l 

1fJIUlldJng Nun,btr (Publlc/lndlan Hou.Ing Only) 

1g.Unll u IPubllcllndlan HOU11lna Onty) 

! ___ :] 
' 1 • C:: .. J 

2.-Actionf I -- -·----.. - ·-----~--··· ----

-----~·-----~-- --~------

@ Annual R9elUllmlnllllon 0 lnlarlm Reexamlnatio 0 Poh•bmty Move-tn 
0 End Partidpallon 0 Olhar Chan;. of Unit 0 F+/W\W Addendum Only 

lnetton Sean:hlng 0 Issuance ol VOtJcher () ~Uim of Vouch• 0 Ail Renl Annual Updalo 

n.Dac&llM'I Only 0 Hlalorfcal Ad}USUTient 0 Vold [ 
r-:·----i-+--~--.:......._;:;._. ___ ...:_~--=:.-----· ·-~~-7--- ·--~-~ 

(mrnlddlJm) ofacllan 

k:'::J 
2d. If 

1 

l (cheek prf"'4Uy l'Htl~) 
: I 

2e. Dllt. lm Cofl1!dlon lnlnsmltWd 

21.,...;mJ 
211- Manthty I 

Ir l=°arniY ;~-;;;~;-... r 
r Family ~o.allon (noll-income) r -···-----·--·-----

I Yea IX No 

I I 
I 10l3o§i0il 

~ 
[f Vea Ii€] 

~-W-o~-V-ou-c·hef'---J 

·-r;---------;E===== --======---~~, .. ------. --:J 

c ~. 

. pnagramti Nurnber 08 

"*ltueillDd bf tiUD 

·~ ly 

~~ =-·r- I ·--

c_ __ ·-----r--~-. ~~ 
\ 
} 
\ -t--·--------------·--~M-===+===::::::=======-_I I 
\ 

I 

Pagel \ 
\ 

· .......... . .... _ .. 
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'. 

OT~ 

J 4 if HouHttotct SSN Program . j 

~~· 111·'.!-- ==i [~24!3J ~~===-·-·--.. ~=1 
.. Awflt . / I ..... Calllqlnr... 1 · $0.oo 1 c ... so.o0J---- --+----· 

ltL n.tlllll.Oli ~!Ill (wrltl9n • declmel) 0.02 

ei. Im...,_..-.. t lncane: efX lh Clf If .. .._ or r-_ $0.0Ci l 
I .... then-d. . · L_ '..J 
IJ. Anlf Aae1tl11 came: ~ ot io or 81 . .-I -..,...---$0--:@ 
'-----~--~-----:....----·-----~==-=-=--+------' 

! 
' 

7.~ 

.Faw;ty Member No. It · 
7e. Income exduabna 7f. ln~me 

(lnclud6s Income alter Eamed 

' 
7a. Faillj M1 mbet Name SANT ANA, LILLIAM 

7d. Oollars d!Hlowr.lce and 1SA- ln'*'1• 
7b. ·s ~ rce of tm:une per year Publlo Housing onl1) fxc1ueion 

0111tnl A.9111,li IOlt S672.00 so.oo ~672. 00 

1e-~nfo11e . c::;o.oo "] [Sf2.oo .. , 
n. T~~ M 1ncw: tJ + 18 L ssn.ooj 

"---'----;,...+-----------~··--------__:::::.:+:====--__J 

I .. 
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7.lncoml 

- - ··-, - --·-
/ 

I 

r Naae RIV.BRA. OMAYRA F'•mlly Member No, l / 

·-

SVHdliO:> 

7._ ln*"6 .xduslona 
(lndude• Income ' 

?d. Dollar• dl1ellow1tice and ISA· 
per yaat Publo l-kJ\l•ln11 only) 

Sl,560.00 S0.00 

SJ0,920.oo $0.00 

I rr. tnoome 
•11111' Ear{ied 

tncom. 
Excluabn 

Sl,Sli0.00 
I 

SIO. .00 

[i12 ,4~·~] 
[!1i,:48o~oo] 

----------~, 
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~. 

. , 
..... 

llVlflClPlO DC wnouuo OtlCINR D£ PBOQIUllllll FEDEllllLES 
SECtlOll 8 I 

JIAGUABO, PUEBTU HICO 00118 

10. D OltTUTU 21-22-V0-0024 
' 

. f 
ERMIENDB CORTllllTG DE llRRENDllMIENTO i 

I 

1 
J . ~ laalclplo de Maguho ·anmitnda al ~OlfTllATO Dt S\JDSlDIO enlrt:·--r--··-

URSU O· MAltCANO OMAYRA RIVERA l 

I . 

Noml1re. del lnq1ilia1 • 

.580-0l•-l l 01 

Segara Social del llQ11ilin11 I 
. I 
CALLE CEL!S 43 (BAJOS) 
NAG\JABO PR 00718 ! 
Dklcriin del l1•11ili111 j 

La tHl1£lWA coRiste en:·---·--- ---·-. __:_.J-__ _ 
I 

xx t1luri61 al c•lralt de Artnuntie11to deedt el -- l~ifD!CIEMBRE .DE 200J 

l~DE DICIEMDRE DE 2004 I 
__ Can~io en Compodci6n familiar al 

__ Trans(ereaeia a m 11nidad nl 

__ Can1blo.en ingrem 111 __________ ---:-~ 

_ __,lenta lf_eqaUn al·----"------ -----+--------' 

--~9tns ____ ~--~~------~-----~~--~ 

CIPIClOft rMULIJln_,__ __ 

tt1£l~A~¢1~ 
llm111l11der /""'\ 

SVHdJllO:> 30 J.d3Q 

$ 400.00 

196.00 

20/f ,00 

-0-
$ -·-----!--

ltnilhlo 

~ ·~ ! NO APLICA 
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·I 
I 

, . 
. :-

I 
.. 
~ 
t ,. 

I 
I 

I 

.. 

'I 
I J 

·' ' " ft"' 

ll\lftltJ11lU DE JtJU:Ul\110 
ortc1nn n; i·nuum1nu11 n;utwu.J;s 

n:ttlOtt ti 
Nnmunm, rur.1ito mtu 1rn110 

.;•. 

110. DI. O.fttll.Att 21-22-H-Ull24 
~nmu;uDn s;ont.nntu llE murnmmmn:nrv 

I 

-£1 Jlluit:il'io dn ftngnob1 .nnmie11dn nl ~U~TJUl'fO Dt ~UnSJJHO oRhe:------:------· .... ·····-----
. ·! 

tns IW~nBU _ __ lURlU\l.1U1JJ!!l _ _ . ro••r dcl Jluaudader Jlon1lr1 I! 11P.I luquili110 . 

iU- -HI- --·- - --·----· Q..UO.tltllJL_. ____ · ____ _ 
Sq110 ocial dtl lll11mlndtr S19a1 o S111.oial tlel l11qu1U1111 , 

~ll.U.I J~NSlONKS U~ llAlNOt. UAJA,~ 7--.119 lJ~J.,l.I~ CJ:.1 .• 1.S f1J( ll~.JO~l) 
()l\u4 , l'U1m1u 1.n.G9 . tJM:IJ1't10, Pu1mTo ~Leu nu11n 

,iiiedt 1 dtf llnndndur ·-- iiiifl;1:i68 .. dui" i1iqftiih1v---; - ~ 
: l · . I · 
j- ba tlrlllf.Hlll UGRIJlt OU:· .. ··--- --··-··-··--------~·-···-·------

.; .. ~J _ _1:.t1n116a ;d tanhalu ~e ~m~aJ11iealil dHdl! 1!l ___ ::J2Jilt. DlClttllBl~t' Im; ..atl·cu 
I . 

hnsln •. :. _ _LID: D1Cltlll]!nt PU.~·o-t·a_i __ ," ___ . 

· C111nbfo 1111 to11111osid6n lnmilla1 ol --- I 
-··--··-·--~-r---... ·-···--

T11111lese1u:t1 a etlll anid1d 11 --- ---·---- "7-------.!. 
! 

___ t:a111blo en i•y11e111 al _, _________ . __ _ I 
_L_ 

! 

I ___ Re1tta fleJn\it1t al. ____ , __ .--...... -·----·-~-----~-

1 -----------------·-----' --------·-' ___ ,Ull11s 

~-+----------------~· 

' nin A TOTlf11------- ---·-

----

S~dRO::> 3<I J.d:i<I 

~ __ 1v.-=o.u ..... o __ ,,__ 

151.00 I 

i 
I 

__ !1,J.OU 1~ 

S --·~..:.D~ : /') .L 

-w;~,~~1.i-·-· ~~;/fJ- .. <ed1.,,,lluu 
RJ\i!~_M.ClfU!UlU --~ 

111,niilnn 
• -- I SZtt tL9 L9L XVd ot:ot t0/ 90/ SO 



I <. 

,/ 

.. 

sum11. 
(Publlcllndlan Jtot11lno Only) 

DahtModlhtd 

-.1 f!~~~~ 

·-- - --- ·--, 
... ........ ·--- .. ··· 

[ ---- ·1 
-~·-· 

-. .. .- ·-1 [' ] 
~OU~~. ·-·--· ·------ _V~. r---· ·-----·· -- - ·-·1r-----, 
L. . ..... - . .. - .. - __ _ ... ......... - -··-· ··· --

1
-·· - ·-· -- ·--·--·--- - ... --, c--·-J 
--···- ·-·--·---·-·-- -··- c=-~~J 

Ge Nwnber (Publlcllndl•n HCNtlne Only) 

( ubl1cAndbin Housing Only) 

r.:·-~-.. 1 
L.~---- .J ---·------.. ---~-. ___ .. ___ .. ·······----···· . -·--··---·· ····- ·-· 

-----· -----______ .... ______ _ 
@ Annual Reeundrtlltlon () lntertn R1MW1n1l11etlo 0 
( ) End Paf11cipation 0 Othft' Change or Unit 0 

R.-•~llon Searching() Issuance of Voucher 0 E11:plration or Vouthe 0 
cUon Only 0 Hllto11cal Adil.!&lment 0 Vold ..... ·-·\ ___ ..... .. ··-· .. ·--

mfddlnJy) of lq\lon 

Portability Move-In 
FSSMtW A.ddendum Only 

Aal Rent Annual Update 

.. - ·- - --· ----·-·· __ .. ___ __ __ ___ .. --·- ·-·-· ·· ·- ·---

Page I 
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fl• ... 

J .. 
I 

' 

• 

9t~ 

D•l• Mrxllned 

I:· o~~~~m. J 

.. J --------~- · . 
[ • 

1

HoUSehold ~SN . ~~~!"'.'~ . 
r~oRO~~~ ioA~· .. ::~ ·- > .',l 5~~~:4~0 .. \ ~o~~~r 

S~Ase~ I ·· e;;e;-~i~n _.; __ .,, __ · ---[~~:- so~~JL ~~ _'so."l~J- · 
8h.. P•llhaak t;nttt9n u d_eclnMll) 0.03 

11. Imputed Income: ar x &h (If ef Is $5000 or [~ · ·~~·- .~~~~··1 
1118a,theftmrU. ~:..Fina' ~~· come: Larger~!~'---·------~-! ·= .... so,.:~····--· 

, .. -· ·----

·--·~···;--·-· .. ·---~·---- . -= .. ~-~=·-:·--·· ----::.::.:::===:-- ·- j 
Is · [_ .•. -··--· \ L.:~·-· __ J 
1naome: •J • :ru [ ~ ' ·-·~_J - -·--·--~· ·--. ··---····------. ··-. , .. ·---···-· ·----.... ------

! . 
I 
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. . ' . : .. 
i . 

Mm of Hciuseh 
rMRo.JJuo A I 

.. . : I 
... 12. aacuon e: vouch• excapt ovrner-occupled manufactured home) 

r. 
L 

t 

f21:tklnlbS af·be01raon'81 

,._ .. tamffJ ,.,.,~ I 
' 

UG. boe1 tlnr flmlly quill n 11 Hard to Houae famt17? 
I ' . . 

12d. Padabtfl"1? ll no, · p to 12a) 
. I I 

Ue. eml bll1ed ~ ~' (put D If absorbed) 

121. PHA N""""9r b10.l I , 

: I 

[_'jj 

I~. y-~~=·~~~-· .l 
~ 

....... ......... -·--·. l 
~ Y~ fl· No 
··------ ----
l--·---·--~ n Yes 11(1 No -···-·- --.. ··-·-· 

r.·_"i~~~ 
L_ .. __ J 

. ... _ --·-· . .. -- .... ··- -----·----

l
1,._ Check alf ho . g typea that apply: -~-

n ~~, Gf09S nnt) . 

. ~ .~ .. - ·--· -~~~-·pa~-- - · r:_~?~~~~-m~c~~~dby~ .. pe~n .. 
· - ....... •• _ ,_J -- ~-.:.·--··· .. - ... - . --- ••• ·-· ·-·. ' • . 

. . : . ... : .1 

r ~ SSN (salad one) 

,,.. ,.,.. I 

I 

\a. "9nt tD owr!er 
. ' 

Hm. Utmtr a111UW1111Cd1 r •111 .. 
1tp. cae- tontaf un 

tlct..f.dll9r oft~ or ~ 
. I I 

12r. 1"111: l!llln "°"' 
1 ... Tot.I HAit~ 121\ 

I 

Rant Calculatlo 

(If premtrpr YO\IGl•r, see lnstruutlonBookl1t) 

ta. 'lbtlf -~ l 
1111.MAP~~ j rd12kor12tt 

UV. Tenant~ ID 1 
· r: 1211 mln\19 12u 

... ·- ........ ~---- . ·--

ilw. Ulll1lr l9kn1bUrlllinll1tr1tto famlly: 129 minus 12U, but do not eac:Hd Um 
I 

Ll~ 

~---'-' ····--··-----··--~-·---·-
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I 

I 

fc 
~ 
: i 
r 

' r 
I • 

i 
i 
I
~·- · 

it 
. ! 
. 
I 
~ 
1· 

<t . 

! 
'; 

I 

l 

t 

.. 

81~ 

. . 
SSN Pmgram 

'-'----+-+------:J ..... 1 --i3-41-4270J ~Ciier ~ --· -. J 

iSO.ooT 
o.oz 

tncanr. er x Sh cir 8f 11 saooo or C .. ~ 
,--$0.00 

em~t .Name CORDERO, MARIA 1 F:ain~ly Menaber No. 2 

18. lnc:ome excluelona 7f. Income 
(lncludae lnwme alter e."'ed 

7d. OollaflJ a1981owance and ISA- tncorna ,oflnccme pet year Public Howlrlg only) Exclusion 
$'.2.496.oO :S0.00 $2, .. 96.00 

:~• r-$~00 ·· --, ~ [ $2,-406.00~ 

·~--· 

··· @~96.00] ::; 

Paee5 
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.. E . 74 '- ·I 
• I ' ~ ,.. .. . . 
• • Mead art:t' !:!!'!!~- esN Progra"' 

;p:4f.427o• [Vo\ictie;-·-· .. ·-·- .. --· · -- · ] 
·--·---J ·- ···- . --··--··---__J ~-~L 

• i (eJCoept owner-occupied manufactured home) . r 12.. a.atlon 8: Vouch• 

- --~!l 

·~ 
·' ~· 

' •I 

~ 
I 

r. . 
t 

~· 

.t211o.._...ot I 

ta. t.fMllJ now mJ 
' I 

(r Yoa IX No] 

{!.-Yes: r :~o I 
lt~~~~l 

[ so.oo] 
[ __ ] 

to this Ul\lt7 

ttd.~l1f 

ill. o.t blled P.r I 111 (put 0 If ab9orbecl) 

· t•. PHAN'* blu1 . . 

[
Je.~heck~ ngtypeelhatepplr. -----·--·--·-· 

r GmaJSI hDma ( le Gl'OM tel'U 

~~ """.' hom•, lllue epace r SRO: 1 r00m oeoupled by.1 pera~--

. W.OWll•~ 
111. Owner r TI or tM SSN (nlect ane) :: = ."i•me1drat

1

Qf0r the fem11r 

1:n. U111Hr .. 1o1· 11911C:e&. 

120. GTVSlf "9ftl of . , 12Jt + 121!1 (ar "Bpt~ Ranr') 

, .. ~af :12~ 1 (If p~ .o«ictwir, ~ tMtNCttonBoo~te~ 
i:lt. T1P: ClllPJ "°"' 
ttll. Tllllal HAPI 1- lnUI Ur · 

. I 
RMt C.lculatlO 
1at.Tlllml~ I :Upmmu.128 

ruf1ttor12a 

-· .... ·-··- ·-

~~lft1l ID family: 121 ~inus 11u, but do not exc;Hd 12lrl 

c· ... ~ fls.oo I 
Li!p.?&100] 
I so~ 

C?~ 
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1. 

I 

' 

I 

t' ., 
ju 

' ,. 

AGREEMENT 

. . I 

llllS AGRE~ El>jT, m.!de thlS23rddiay of AUsust, 2001 

the Municipal ty of Naguabo, hereinafter called "OWNER .. 

, by and between 

·and Mode
0

r11 1 chnolo Construction doir~1 business as (an 
Individual,) ot a partner~hip,) or (a corporation) hereinafter called 
"CONTRACli R". 

. i I 
.WITNESSEiJ : That for and in consideration of the payments and agreements 
herelnaflE[tr rm ntloned: 

. I 

1: 

2! 

I. 

4. 

5. 

he CONTRACTOR will comi:i:ience an~t complete the con:str_uction 
f the R~construction Fishing Vllla!~e Naguabo, Puerto Rico. 

he CONTRACTOR will furnish all of the material, supplies, tools, 
quipment. labor and other services· r.ecessary for the construction 

and completion of the PROJECT desi;rlbed h~rein. 

The CONTRACTOR will commence t:ie wot1( required by the 
I CONTRA~T DOCUMENTS withln..-..J;An c 1 o)calendar days after 

the date of the NOTICE TO PROCEED and will complete the same 
within~ calendar days of the issuance of the NOTICE TO 
PROCEED, Ul)less the period for comple1\on Is extended otherwise 
by the CONTRACT 09cUMENTS. 

The CONTRACTOR agrees to perform all of the WORK described 
In th~ CONT~CT DOCUMENTS anc comply with the terms 
therein for the sum of$ 614,ooo or as shown In the BID 
schedule. 

The term ''CONTRACT DOCUMEN1S" means and includes the 
following: 

(A) Advertisement For BIDS 

(B) Information For BIDDERS 

(C) 8 10 

(D) BIO BOND 

s~dHO::> aa .Ld3a 



. , (E 
I 

Agreement 

6. 

I 
I (F Payment BOND 

Performance BONO·_ 

. ) 

. I 

NOTICE OF AWARD 

NOTICE to PROCEED 

CHANGE ORDER 

General Conditions 

SUPPLEMENTAL GENERAL CONDITIONS 

DRAWINGS prepared by Heman Gonzalez Gonzalez 
Engineer·and dated June, 200·1. · 

SPECIFICATIONS prepared or i:;$uad by Hernan Gonzalez 
Gonzalez, Engineer dated June, 2001 

ADDENDA: n/ A 

No. dated , 200 
~~~ ~~~~ 

No. dated · _, 200 
No. dated __ , 200 
No. dated , 200 
No. dated , 200 
No. dated , 200 

1 · e OWNER will pay to the CONTRACTOR in the manner and at 
s en times as set forth in the General Cr:mdltions such amounts as 

quired by the CONTRACT DOCUMENTS. 

I 
"7. ' ; is Agreement shall be binding upon all parties hereto and their 

; spective heirs, executorst administrators, successors, and 
, ~ signs. • 
I I 

IN WITNESS I HEREOF, the parties hereto have e:<ecuted, or caused to be · 
executed :by th ir duly authorized officials, this Agre1;,rnerit in ( 5 ) 

· I · Nvrnber Qt Copi1!5 
each of whlctl hall be deemed an original on the dc1te first. above written. 

i . 
I 
I 

I 
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·I 

(. (SEAL) ; I 

t. ~2: ' ;~~~ 
~ f'1 Name :..!o!M~a~I O,J!...J!il.!!.E~i!:..a-~ 

I 
~
. . 
·' ., 
~ 

i 
i1 

I 
~ 
~ 

(SEAL) 

OWNER: ... 

Name R1lbert Baez Gonzalez 

Title Mayor 

CONTRACTOR: 

Name l:Jse Rafael Hernandu Colon 
(Please Type) 

Address P. o .. Box 7453 
San Juan. PR 00916-7453 

7 
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I 

J~ 

~­r 
" 

. 
f; 
~ 
i . .. 
: 

I 

" 

f 

NOTICE TO PROtEEV 
I 

... o I L , 
'' r Mr. J aa R. Hernandez VATI:: ..AJlgllSt 23, 2001 

H~deJ Technolo nstruction PROJECT: Reconsrruc.t 1 on of 

P
1
• oJ Bo~ 7453 L!.abing Village CEDA funds) 

l . 
San J an Pa 0091 -74S3 

I I 
. Vou. 1 e. h~1te.by JLOt.i.'1 .. e.d. to conm6tce. WORK i.Jt accoJtdmtc.e. with. the. Ag.iteeJllVLt 

: I . . . 
dah.d. Au u t 23 ,, 2,901 Ott. o.t bdoltt. September 4 • 20.Q.L• 

tJIVJ g.;, 1 ta ~ tJr.t flORi: ...wuJt _ 142 . COMW1.tiv~ c4ftnda:~ 
dq-6 theA '™· Th~ date. afr campl.e.lion o' aU OIORK iA tl1eJ'f.e.~0Jt.e. JanuatY JO , 

2!2!._. 
I 

th.e. above.' NOTICE TO 'PROCEEV 
llfC,llw;l'JI, l)P,c~crtf~r~. by ____ _ 

. ,.,._ 8y Joa~ ' • 
~-; ~~, 1--~~~~~~~~~~-

T ..itlt . P ident . 

&rploy~J Ideni.t6~011 
NunibeA I 60~.51-8331 

SWdJllO:'.) aa .LdH<I 

l"ille. Mayor 

SZtt t LS L8L IVd ot :ot t0/ 90 / SO 
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OOBIBRNO J'4UNIClPAL DE NAOUABO 
NAGUABO, l'UBRTO IUCO 

CONTRATO: __ _ 

CON1'RATO DE CONSTRUCCTON 

-----En Naguabo. Puerto Rico Ii 23 de 8iOSto de 2001.---··------

COMPARECEN 

-DB LA P.lllM£RA PA.RTE: BL MUNlCl.1'10 DE NAGUABO, PUERTO IUCO, Scguro 
Social Pauonal Numero 660-43-3490 represenlan<lo ~n este acto por su Alcalde, Hon. Robert 
Baei Gondlez. quieo es mayor de ednd, casado y vecino de Naguabo, Puerto Rico. En lo 
sucesivo denomiuado como EL MUNICIPIO. ----

- DE LA S.SGUNDA PAR.TE: Modern Tt:chnology Corutruction, ~ tcptcSCllt.ado en cstc 
acto, p<>r au cari.cter Pre$\dente, Jose Rafael Heroandez Col6n, WJ11 corpo.rad6n con.fines de 
lucro, orpni~ de acuerdo oon lns !eyes d~ l'u.rlo .Rico o inscriUi on ol De~ento da 
Estado, con el ntimero de Reg.isttos 89.(64 e<•A segur6 social patro.oal nmnero 660-51-83~7 y 
quien es mayor de e<lad, en lo aucesivo Uimm.lo EL CONTRATlSTA.-------

-Manlflestan las partes letter 111 capacidad legal .necesarla paia este otorga1uiento y en tal 
virtud, fibre y volUJltaria.------

EXPONEN 

-PRJMERO; Que de a.cuerdo con la facultad que le conflere al MUNICIPIO la Ley 
Nfunero 81 del JO de agosto de 1991. co.ooclda como Ley de Muni~lplos Aut6nomos del Es!Mo 
Lib.re Asoc.l.ado Jc Puerto Rico, ha convenido con EL CONTRA TIST A Cb fottoall%.ru- W1 

Colltrllto para la conslruc:cioo de: Vill11 Pesq11era Segunda Faso a coJllltruitse en el Bo. Playa 
llUc:ara de NlltJWlbo. ----·----··----------

--SEGUNDO: Que la Junta de Subaslas en su reu.nio.n. celebrada el dfa 2 de 0&osto de 2001, 
acord6 adjud.ic:arle la Subasta fonnal N(unero 2001-05 a Modern Technology 
Constr11etion. -·-·-------------------

-TERCERO: Que para llevar a efecLO Ja obra, EL MUNIClPIO Y RL CONTRJ\TISTA 
for.QUJUz.an =ile conttalo eujctu a lHS siguicntcs:-----·----------

CLAUSULAS Y CONDIClONES 

-UNA: EL CONTRATISTA se coo1promete a realizar la obra contratada de acuctdo con 
Jos ttnninos_ condlclones y especiticaclones t6cnicas y pie.nos de la Sub11sta formal Numero 
2001-0S, los cuales se bacen fonnar parte de este con1rato como si tuvieran en este 
reproducldos.-------------~--~-------

-DOS: EL CONTRA115TA suminisb:ad. toda la mano de obra, cquipo, matcrialcs y 
scnicios para el proyecto antes indlcado. 

-TRES: Por los'"trabajos a~ EL MUN1C1P10 pagara al CONT.RATlSTA la suma 
de seiacieotos caton:c mil d6l!lle3 ($tH4,000.00), abonm:ido aqucllas sumas de dincro que 
tucmn ccrtificadQ, bis CUAlca en ningllu caso scran mayor al novcnta (90%) d~l importc lotal I\ 
paaar porcada factura c::ertificllda.-----------------

-CUATRO: BL MUNICIPIO pagar& a EL CONTRATISTA la caotidad acordada del 
l'tograma BDA. 



., ,, 
I . 
': 
I 

~· 4,· 
t: 
~· 

~: 
r.1 
i·! 
h 

~· ,,, 
... 

I 

~· I 

! 

I 
I 
I 

A~ I 

r, I 

f 
I 
• 
I 
I 

.· 

-CJNCO: EL MUNICIP10 reteu.di:a un diez pur clento 00%) del importe total indicado en 
Ia clA.urula nlim.ero tRES de este cont.rato p.w ganntiw el fiel cumplimienlo del mismo. 
B9m cantldad reteoida se dcvolven\ despues quc EL MUNICIPIO compruebe fueta do ioda 
duda y razonabilidad quc los tra~os se efectuaron de acuerdo cou. los tenninos, condlciones 
y especlfioaciones tl!cnic:es y planes es1ablceldos en la Subuta formal Nlirncto 2001--0S Y EL 
CONTRATISTA o.&czca evldencia de quc no tlene peodientc ninituna obligacion legal 
dcrivada de la ejecucion de la ohm. El .lngeniero certil'icado contrntado pot EL MUNICIPIO 
ser4 rer;ponsable de certificar la bueua condici6n de la obra wosltUfda y aceptar finalme.nle el 
proyocto, aiauieJldo les mejores norm:u y procedimientos de cons1tuccion para la cvenLual 
dcvolucion del importe retenido.----------·----~---

I 

-SEIS: Un vez se firtnt este Conllato, se pondrK fecba pam una reunion pre-<:anstiuccion 
yen la misma se detcrm.inam la fedla de comiellUJ de la ob.ra.------- ---

-SJ:J.rr.E: Una voz EL CONTRATISTA orrcz<la evidencia de que ha cwnplido con todas 
las obligaclones a las que 5e C1Jmpromclc rclaclonadas coo la cjccucion de la obrll y el 
Ingmi.ero de.I Proycclo 11ccptc a nombie cle El. MUNICIPIO Jtt .misma, se le pagari 11. aqucl cl 
dinmo Ntmido mun t6rmiuo no mayur de ueinta (30) dlos labonabl~.-----------

-OCHO: EL CONTRA TISTA data contlenzo a los trabajos Rqut contralado.'i en 111. fee.ha 
que EL MUN1C1P10 d6 la orden de comien~o de la! labores y deberi terminar y entregar la 
obm ett wt perlodo de cieato cincuenta (I SO) cifas CALENDARIOS. ---

-NUEVE: Del CONTR.ATISTA no tcani!Ulr y eatregar los trabajos aqui conlnlta.dos en el 
temiino antes convenido. ~le s~ 1-espons:lble y pagllri a EL MUNICIPIO la sumo de 
quinlcmos dOlares ($500) por cada dla de retraso en la termlnDCiOn y entn:git del proyeeto que 
le certiftquen a menos quc el Alcalde Hpluebi~ por escrito dicho rctraso justiiiC4ldo o haya un 
•'Suba1antial Completion" del pwyecto.·-~~-----

- - Dmz: BL CONTRATISTA so obliga 11 observar y cwnplir con todaa las Leyes y 
Reglamentos vige.ntes con la. jurisdicci6n Federal, Estatal o Municipal quc sean aplicables a. 
este Contmto; incluymdo todo tipo de scgw·o, tanto de responsabilidad cMl por cualquier 
daflo que pudienm OOl!Slonat 61 o sus etn.Plell(ios y cualqulcr otro :icguro o flaw.a que sc le 
requiera o sr:a necesario confonttc a Ley o Reglameoto aplicablc.---------

-ONCE: .EL CONTRA TIST A se compromcle a ~Pr sefiales o avisos .nccesarios que 
lndJqlle11 la obra en construccl6n y a todas las mc<lidas necesorias para evitar cualquier tipo de 
accldc.ntc. As.lmismo, EL CONl'RATIST A protegeni las tubcdas, cables y oau utiUdadcs 
eQ&teote3 de po~ibl~ dafios y en caso de rotunl reparari los mismos sin ooslo ediclona.I pll.l'a 
EL MUNICJPIO. Bztjo niugUn conccpto EL CONTRATISTA cen:d cal!c alguoa. Si f\lcrc 
.Departamento de Obras PUbllcas 'I con la Pc·lioia Municipal, con tiempo suficic:utc anles de 
comenzar la obn. para tnmar las mtdidas ncccsarias.----

-DOCE: EL CONTRATISTA seri responsable de dejar el 8rea de lrabajo llmpia y de 
reatituir lu condiciones gctlCl'llles dcJ Atta 8 SIJ estado optimo.---·-------

-TRECE: EL CONTR.ATIST A se obliga a no asignar, lransferir, contratar o 11ubcontratar 
la presente ohm de c:ne Conttato sin cl previo consentimieuto escrito de EL MUNICIPIO.--

Deber4 p.roveer los slguie.ates documentos para valldar este Contrato: 

1) Certiflcacion br:gailV!I. dcl CIUM 
2) Pollza dcl Fondo dcl Scgwo dcl Estodo 
3) Resp;mMhllidad PUblica 
4) CertifiCaci6n de Ho.cienda 
5)BidBond 
6) Perfcmnance Bood 
7) Certificacion del Foodo del Segllro del Bstado 

SVHdNO:> :m .Ld::IQ SZtt tL8 L8L IVd ot :ot t0/ 90/ SO 
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-CA TORCE: EL CONTRA TISTA acc:ptar! 6rde.ncs de cambio ya scan 6stes aditivas o 
dcductivas. tanto en la.9 patlidas a llcitar y/u c•ln\ partlda adiciunal necesaria pRta completar cl 
alcaoce del proyecto, de ser requerido por cl Municipio.-----------

--QUtNC.E: EL CONTRATISTA sm responsablc de obtener, todo penniso, liccncia, 
autorizaci6o que sea ni:ceaario para la realizadun de la obra..---

-DlEClSE.IS: BL CONTRATISTA certifica y garanti.t.s que ha radicado sus Planillas de 
Conlribucl611 90bre lngtesos para los cinco (5) affos contributivos prcvios al afio en que 5e 
formallia ate Contn.40. .Cettifica, ademb, <(Ue al presentc no uene deudas pot co.orepto de 
Contdbuci6n Sobie lngresos ni por ninglln otro ti~ de coriliibuci6n. conformc se define 
dicho conccpto en el Bolet1n Adininislrativo Niimero Qg-1991-24, emilido por el Gobetnador 
de Puerto Rico cl 18 de junio d~l l99J. Taa1bien. se rcconoce que e.'lta certltlcaci6n es una 
condici6n escaclal para el Contrato y de csta no ser corn:cta en todo o en parte serP. ca,u..;a 
suflclente para quc EL MUN!ClPlO pueda dcj11t sin efecto el lniSb1o y EL CONl'RATISTA 
tendri que reintegrar EL MUNIClPIO toda suma de dlnero recibida bajo esLe Contrato.-

-DIECISIETE: Manifiesta EI. CONTR.ATJSTA que no ticne llligios en proocso contra 
alguna lnstrwnentalidad gubcmamenlal o numiciplll.---···-

-DIECIOCHO: l?.L CONTRATISTA ccrtUica que ninglin funcionario o cmpleado de e.'lte 
Municipio o algWi miemb.ro de su uniclad familiar tienc, <lirecta o indirectamente, interes 
econ6inico .tela~ionado con este Contralo. lgualmentc certifica que nioglln funcionario ~ 
empleado tiene algim inlcr6s en la ganancias o beneficios. producto de este Contralo, confoone 
a lo diepuesto en el Articmlo 3.3. Dy B de la Ley® Blice. Gubem111ncn\al.- ··--- --

-0.lEClNUEVE: Cettifica EL CONTRATISTA quc no tiene otro contrato vigente con 
al&llml ageocia de Gobicrno u otro Mwtlcipio quc conflija con este Conltato.-,----

-VEINTE: EL CONTRA1'1STA certificu que no recibe pago adiclonal o compcnsacion 
extraordinaria de otro organlsm.o gubemameotal quc cste en conflfclo con este Contrato.--

-VEIN11UNO: EL CONTRATISTA releva. a EL 'MUNlCIPIO de 10do tipo de 
respomii.bilid4'd por accidentes como consecucncia de cualquicr acci6n de EL 
CONTRAn5TA o sus emplcados en la cjecucioo de la obra aqui 
contratada..,~---~~ 

-VEINTIDOS: EL CONTRATISTA se compromcle y .responsabiliza a conseJV8J' 
infoancs, tactwas u. ot.ros docun1entos rclaciooados con cl serviclo contralado para ser 
~inados o ooplados por la Oficina dcl Concmlor de Puerto Rico en sus intenencionee. 
Dichos documentos lo cooservani por un perlodo no mcnor de seis (6) afios o basta que se 
efectUe una intcrvencl6n por la Oficina del Contralor de Puerto Rico, lo que ocllt'rll 
primero.,------~--

--VEINnl'RllS:· EL MUNICJPTO poclra tesolver o dar por Lerminado el prcseaue cootrato 
en cualquler momenta antes de su term.lnaci6n prcvia notificaci6n cscriia al efecto con quince 
(IS) dlas de anticipaci6n a la fccha . en que se prelcndc resolver, disponiendose que EL 
MUNICIPlO podra ejercltar dicho derecho a su entera voluntad siempre quc medie 
incumplimiento de Contrato alguno por parte de EL CONTRA TISTA, y sera por Justa cau.sa. 

S~11dKO:> 30 .Ld3Q SZtt tL8 L8L IVd ot:o1 t0/90 / SO 
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-TAL ES EL CONfRATO que p..1r el prcscnte documcnlo formaliun las p..rtes 
suscrlbielltos que asl lo hacen conslar por medio de SlL'I firmas e.11 hi ultirna pQgina de estc 
Contrato y su.s inicwcs en cada wia de 111S pa.gillli9 del mismo.-----------

Dado m N...,.i,o, ho~ J:l1 tJf ~ dJ. ~ ( . 

-Robc1t .B'cz Oo 
Alcalde 
MllIDciplo de Naguabo 
N8'tullho, Puerto Rico 00718 

M22 
!"'" ~~ H-C-016• 

(t,tI.51-833 7 
1 .0. Box 7453 
SanJ\lan, Puerto Rico 00916-7453 

Yo, Luis_ A. Acevedo Ramos, Certifico que exlsle · ndos para le. construccion de 
·es111 proyeeto del program.a E. D. A. 


