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CPA DIAZ-MARTINEZ, PSC @

- CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ENHANCING THE QUALITY OF ACCOVNTING AVDITING AND ATTESTATION SERVICES

201 Gautier Benitez Ave.

Consolidated Mall C-31

FO Box 8369

Caguas, PR 00726-8369

Phanes: (767) 746-0510/ /46-1185/ 746-1370

Fax: (787) 746-0525

INDEPENDENT AUDITORS’ REPORT cpadiazmrtinez@hotmail.com

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

We have audited the accompanying financial statements of the govemmental activities, each major fund, and the
aggregate remaining fund information of the Municipality of Orocovis, Puerto Rico (Municipality), as of and for
the fiscal year ended June 30, 2007, which collectively comprise the Municipality's basic financial statements as
listed in the Table of Contents. These financial staiements are the responsibility of the Municipality's management.
Our responsibility is to express an opinion on these basic financial statements based on our audit.

Except as discussed in the third paragraph, we conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Govemment
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 supporting 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.

We were unable to obtain sufficient and competent evidence to support the valuation, existence, completeness and
rights applicable fo certain infrastructure capital assets in govemmental activities and we were unable to satisfy
ourselves by means of other auditing procedures.

In our opinion, except for the effects, if any, of such adjustments, as might have been determined to be necessary
had we been able to obtain sufficient evidence to certain infrastructure capital assets in governmental activities as
explained in third paragraph, the financial statements referred to in the first paragraph present fairly, in all material
respects, the financial position of the governmental activities of the Municipality, as of June 30, 2007, and the
respective changes in financial position, for the fiscal year then ended in conformity with accounting principles
generally accepted in the United States of America.

In addition, in our opinion, the financial statements referred fo in the first paragraph present fairly, in all material
respects, the financial position of each major fund, and the aggregate remaining funds information of the
Municipality, as of June 30, 2007, and the respective changes in financial position, for the fiscal year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Govemment Auditing Standards, we have also issued our report dated December 7, 2007 on our
consideration of the Municipality's internal control over financial reporting on our test of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of intemal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the intemal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

2 Membar of: American Institute of Cartified Peblic Accountanis (AICPA)

Peerto Rico Society of Cerlified Public Accountants
Enrolled inthe AICPA Peer Reviow Pragram Sinca 1908
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INDEPENDENT AUDITORS' REPORT
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The Management's Discussion and Analysis and budgetary comparison information on pages 4 through 13, and 31
and 32, are not a required part of the basic financial statements but are supplementary information requirpd' by
accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Municipality's basic financial statements. The accompanying Schedule of Expenditures of Federal Awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic ﬁnanc!al
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

cpﬂ ml 1 : \ (S K .?q&u“
CPA Diaz-Martinez, PSC Sy Y

Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2010

Caguas, Puerto Rico
December 7, 2007



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

As management of the Municipality of Orocovis (the “Municipality”), we offer the reader of the
Municipality’s financial statements this narrative overview of the financial activities of the Municipality for
the fiscal year ended June 30, 2007. We encourage readers to consider the information presented here
in conjunction with the Municipality’s financial statements (beginning on page 14).

HIGHLIGHTS
Financial Highlights

e The assets of the Municipality exceeded its liabilities at the close of the current fiscal year by $17.2 millions (net
asscls).

* As of June 30, 2007, the Municipality’s General Fund (the primary operating fund) reported a superavit of $152,003,
an increasc of $59,694 in comparison with the prior year.

The Municipality’s activities expenses show an increase of $849 thousand in comparison with prior year and revenues
show an increase of $2.3 million. The results of activities for fiscal year 2006-07 produced an increase of net assets of
$1.8 million.

* The total cost of the Municipality’s mayor programs (Head Start and SBGP) amounted to $7.9 millions and $7.2
millions during fiscal year 2006-07 and 2005-06 respectively. This represented an increase of $0.7 million (or 5%).

* The investment in capital assets for this year is $14.1 million representing an increase of $1.2 million (or 9%) in
comparison with prior year.

e Loans principal payments were $171,000, decreasing long-term debt. The balance due for compensated absences
decreased by $160,628 during this fiscal year.

*  Resources available for appropriation were $77,982 less than budgeted for the General Fund.

Municipality Highlights

e The Municipality continued with the $1.5 million Cultural Center (Juan Cartagena Martinez) permanent
improvements initiative which will significantly enhance existing cultural facilities for its citizens. Improvements are
expected to be finish during next fiscal year.

¢ The Municipality continued the construction of a Child’s City (Parque Del Nifio) and will continue building i_t in the
next fiscal year. These facilities will provide educational and recreational activities to children of low-income
families.

USING THIS ANNUAL REPORT

The new financial statement’s focus (implemented in fiscal year 2002-03) is on both the Municipality as a whole (government-
wide) and on the major individual funds. Both perspectives (government-wide and major fund) allow the user to address
relevant qucstions, broaden a basis for comparison (year to year or government to government) and enhance the Municipality's
accountability. The basic financial statements comprise three components:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to the financial statements



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Government-wide Financial Statements

Our analysis of the Municipality as a whole begins on page 14. One of the most important
questions asked about the Municipality’s finances is “Is the Municipality as a whole better off or worst off
as a result of the year's activities?” The Statement of Net Assets and the Statement of Activities repo'rt
information about the Municipality as a whole and about its activities in a way that helps answer tbis
question. These statements include all assets and liabilities using the accrual basis of accounting, which
is similar to the accounting used by most private-sector companies. Accrual of the current year’'s
revenues and expenses are taken into account regardless of when cash is received or paid.

The Statement of Net Assets (see page 14), combines and consolidates governmental fund’s
current financial resources (short-term expendable resources) with capital assets (note: infrastructure
incurred before July 1, 2002 will be added later) and long-term obligations. You can think of 'the
Municipality's net assets as one way to measure the Municipality's financial health, or financial position.
In future years, increases or decreases in the Municipality’s net asset are one indicator of whether its
financial health is improving or deteriorating. You will need to consider other non-financial factors,
however, such as changes in the Municipality’s property tax and municipal license tax bases and the
condition of the roads and buildings, among others, to assess the overall health of the City.

The Statement of Activities (see page 15) is focused on both the gross and net cost of various
activities which are supported by the Municipality'’s property tax, municipal licen:se tax and other
revenues. This is intended to summarize and simplify the user’s analysis of cost of various governmental
services.

The Governmental Activities reflects the Municipality's basic services, including the municipal
police, public works, garbage disposal, community services and general administration. Property tax,
municipal license tax, state and federal contributions finance most of these services.

Fund Financial Statements

Our analysis of the Municipality's major funds begins on page 16. A fund is a grouping of rs_,-lgt.ed
accounts that is used to maintain control over resources that have been segregated for specific activities
or objectives.

The Governmental Major Fund (see pages 16 through 19) presentation pnfoviqes detailed
information about the most significant funds, not the Municipality as a whole. The Municipality uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements.

The Municipality’s basic services are reported in governmental funds, which focus on how money
flows into and out of those funds and the balances left at year-end that are available for spending. These
funds are reported using an accounting method called modified accrual accounting, which measures
cash and all other financial assets that can readily be converted to cash. The governmental fund
statements provide a detailed short-term view of the Municipality’s general government operations and
the basic services it provides. Governmental fund information helps you determine whether there-are
more or fewer financial resources that can be spent in the near future to finance the Municipality’s
programs. We describe the relationship (or differences) between governmental activities (reported in ;he
Statement of Net Assets and the Statement of Activities) and governmental funds in a reconciliation
beside the fund financial statements. ;



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements can be found on pages 20 through 30.

Infrastructure Assets

The Municipality implemented the major model portions of GASB Statement No. 34 during the
last four and current fiscal year. Historically a government’s largest group of assets (infrastructurg-road_s.
bridges, drainage systems, underground pipes, etc.) have not been reported nor depreciated in
governmental financial statements. The new statement requires that these assets be valued and
reported within the Governmental column of the Government-wide Statements. Additionally, the
government must elect to either (a) depreciate these assets over their estimated useful life or (b) develop
a system of asset management designed to maintain the service delivery potential to near perpetuity.

The Municipality elected to depreciate these assets, which are planned to be included for fiscal year
2007-2008.

GOVERNMENT-WIDE STATEMENT
Statement of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government'’s financial
position. In the case of the Municipality, assets exceeded liabilities by $17.2 million at the close of the

recent fiscal year. The following table reflects the condensed statement of Net Assets compared to prior
year. For more detailed information see the Statement of Net Assets (page 14).

Table 1
Net Assets
(In millions)
Governmental
Activities
2006 2007
Current and other assets $ 94 $ 9.7
Capital assets 14.0 15.5
Total assets 23.4 252
Current and other liabilities 25 21
Long-term debt outstanding 5.5 _59
Total liabilities 8.0 _80
Net assets:
Invested in capital assets, net of debt 12.8 141
Restricted 6.4 6.8
Unrestricted (3.8) (3.7)
Total net assets $ 154 $17.2



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Components of Net Assets
201

02007
H 2006

Current and Capital Long-term Other
other assets  assets debt liabilities
outstanding

The largest portion of the Municipality’s net assets (82 percent) reflects its investment in capital
assets (e.g., land, buildings, equipment), less any related debt that is still outstanding used to acquire
those assets. The Municipality uses these capital assets to provide services to citizens; consequently,
these assets are not available for future spending. Although the Municipality’s investment in its capital
assets is reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

An additional portion of the Municipality’s net assets (40 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining portion of the Municipality’s net
assets (negative 20 percent) of unrestricted deficit is more related to the effect of the new financial
statements focus, than on the availability of resources that may be used to meet the Municipality's
ongoing obligations to citizens and creditors, subject to certain law requirements. For example, the
restricted balance for vested compensated absences established is for the total vested amount as of
6/30/2007, rather than by the final amount that is going to be paid in the future that usually is less than
restricted due to vacation and sick leave taken over accumulated. Also the valuation of the capital
assets under the new financial statements focus and the method used to compute its accumulated
depreciation are factors of consideration to understand the unrestricted deficit.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Statement of Activities

The following schedule compares the revenues and expenses for the current and previous fiscal year.

Table 2

Changes in Net Assets

(in millions)

Govemmental

REVENUES Activities

Program Revenues: 2006 2007
Charges for services $08 $06
Federal grants-operating 94 121
Capital grants E -

General Revenues:
Property taxes 0.3 1.2
Municipal license tax 0.4 0.5
Intergovemmental 7.8 6.6
Rent 0.1 0.0
Miscellaneous 06 _0.8

Total Revenues 194 218

EXPENSES

Program Expenses:
General govemment $60 $56
Public safety 0.4 0.6
Public works 25 25
Culture and Recreation 0.7 0.7
Sanitation 0.6 0.6
Human Services and welfare 1.0 1.0
Urban Development 0.4 2.1
Public Instruction 73 6.7
Interest on long-term debt 02 .02

Total Expenses 191 20.0

Increase (decrease) in Net Assets $03 $18




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Revenues

Grants (federal and state) are considered recurring revenues, although minor changes from year
to year are considered normal. An additional portion of the Municipality's revenue (30 percent)
represents intergovernmental revenue. Such reveriue consists primarily of funds received from
Commonwealth of Puerto Rico, “In lieu of tax” payments from the quasi-public corporation, the Puerto
Rico Electric Power Authority, and federal financial assistance received from federal government. The
overall increase of 7.0% without the portion attributable to taxes and grants can be attributable to normal
economic environment.

Revenues by Source - Governmental Activities 2006-07

Other Property taxes

Charges for 6% 6%
”‘;'i%"“ [ Property taxes
B Federal grants
OlIntergovernmental
intergovernmental O Charges for services
30% H Other

Federal grants
55%

Expenses

Total cost of all programs and services increased by $0.8 millions. For the most part, increases in
expenses paralleled inflation and growth in the demand for services. One significant variance however,
was a decrease in general govemment. Table 3 compares the cost of each of the Municipality of

Orocovis largest programs with prior year.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Table 3
Governmental Activities

(in Millions of Dollars)

Total cost
Of services
2006 2007
Public works 25 2.5
Culture and Recreation 0.7 0.7
Sanitation 0.6 0.6
Human services and welfare 1.0 1.0
Urban development 0.4 2.1
Public instruction 7.3 6.7

General government and

others 6.6 6.4
Totals 19.1  20.0

Expenses by Use - Governmental Activities
2006-07

10



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THL FISCAL YEAR ENDED JUNE 30, 2007

THE MUNICIPALITY'S FUNDS

Governmental Funds

As of the end of the current fiscal year, the Municipality’s governmental funds (as presenteq on the
balance sheet on pages 16 and 17) reported a combined fund balance of $1.5 million which is above
last year's total of $.7 million. Some of the governmental funds are capital expenditure oriented and,
therefore, may reflect capital expenditures. The General Fund experienced a $59,694 increase from
a fund balance superavit of $92,309 in the previous year to a superavit of $152,003 at the end of the
current year. The primary reason for the Governmental fund’s superavit in the current year was an
excess of revenues over expenditures from the General Fund funds of $318,291 and a net
contribution transfer (out) of 258,597.

Budgetary Highlights

During the current year, the Municipal Legislature revised the Municipality's budget seyeral times
increasing the original budget by $1.6 million (see page 31 for budget to actual comparisons). The
current year operations resulted in a $0.4 million net loss, for budgetary purposes.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2007, the Municipality had $ 15.5 million invested in a variety of capital assets, as reflected in
the following table, which represents a net increase (additions less retirements and depreciation) of $ 1.4
million or 5.0% from the end of last year.

Table 4

Capital Assets at Year-end
(Net of Depreciation, in millions)

Governmental Activities

2006 2007
Land $11 $ 15
Construction in progress 23 2.7
Building and improvements 6.3 6.6
Furniture and fixture 0.2 0.2
Equipment and vehicles 0.4 0.5
Heavy equipment 1.1 1.0
Infrastructure ] S 1

Totals $14.1 $155

1"



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

This year's major additions included (in millions):

Construction in progress of Sorobei Building $0.3

Cultural Center Juan Cartagena Martinez 0.4

Road improvements 0.2
Debt Outstanding

As of year-end, the Municipality had $5.9 million in debts (bonds and other long-term debts)
outstanding compared to the $5.5 million last year, a 3% net increase (considering new issues and debt
retirement).

Table 5
Outstanding Debt at Year-end
(In millions)
Governmental Activities

2006 2007
General and special obligation bonds and notes  $ 1.8 $24
Advances from CRIM 1.1 1:1
Christmas bonus 0.2 0.2
Compensated absences 24 B L]
Totals $55 $59

Principal payments of $230 thousand were made by the Municipality during the current year.

The Municipality levies an annual special tax of 1.50% of the assessed value of real property
located within the Municipality, which is not exempted by law. The proceeds of this tax are required to be
credited to the Debt Service Fund for payment of general obligation bonds and notes of the Municipality.
The amount of general obligation debt that the Municipality can issue is limited by law to 10% of the total
assessment of the taxable property located within the boundaries of the Municipality. The outstanding
general obligation debt of the Municipality of $1.3 million is below the legal limitation. More detailed
information about the Municipality’s long-term debts is presented in note 8 to the financial statement.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Municipality is a political legal entity with full legislative and administrative powers in every
area of municipal government, with perpetual existence and legal personality, separate and independent
from the central government of Puerto Rico. The Municipal Government comprises the executive and
legislative branches. The executive power is exercised by the Mayor and the legislative by the Municipal
Assembly, which has 14 members. The Mayor and the Municipal Assembly are elected every four years
in general elections.

12



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

The Municipality provides a full range of services including health, public works, environmental control,
education, public safety, public housing and community development, culture and recreation as well as
many other general and administrative services. The Municipality's principal sources of revenue are
property taxes, municipal license taxes, contributions by the state government and federal grants.

The Municipality’s elected and appointed officials considered many factors when setting .thq fiscal year
2007 budget. One of the factors is the economy, which is affected by the population, family income and
unemployment growth of the Municipality.

The Municipality has maintained a higher than average population growth compared to that of Puerto
Rico for the period from 1990 to 2000, averaging annual gains of 12.7%. The average family income of
families in the Municipality has been one of the lowest of any of the municipalities of Puerto Rico, and
during the period from 1990 to 2000 the growth rate for average family income in the Municipality was
comparable to that of Puerto Rico, averaging annual gains of 44.5%. The Municipality has one
reasonable unemployment rate compared to all municipalities in Puerto Rico. As of October 2005 the
unemployment rate of the Municipality averaged 15.7% as compared to 10.6% in Puerto Rico (Source
Department of Labor and Human Resources of the Commonwealth of Puerto Rico).

The above mentioned factors, among others, were taken into account when adopting the Municipality's
budget for fiscal year 2007-08. Amounts available for appropriations (revenues) in the General Fund
Budget are $ 8.5 million, an increase of 4.0% over the 2006-07 original budget of $ 7.7 million. Property
taxes and other local charges for services, licenses and permits are expected to lead this increase. The
Municipality will use the increase in revenues to finance programs we currently offer and to account for
the deficit effect on the resources available to expend. Budgeted expenditures are expected to rise
slightly below of revenue increases.

If these estimates are realized, the Municipality’s budgetary General Fund balance is expected to
increase modestly by the close of fiscal year 2007-08.

CONTACTING THE MUNICIPALITY’S FINANCIAL MANAGEMENT

The Municipality's financial statements are designed to present users (citizens, taxpayers, customers,
investors and creditors) with a general overview of the Municipality's finances and to demonstrate the
Municipality's accountability for the money it receives. If you have questions about the nepcur'rt.cI or need
additional financial information, contact the Municipality’s Director of Finance Office on the 2™ floor of
the City Hall, State Road #156, P.O. Box 2106, Orocovis, Puerto Rico 00720.

13



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

STATEMENT OF NET ASSETS
JUNE 30, 2007

ASSETS:

Canh WD FIBCBEABONE.....ncasiisinamio sooniniimaniss oy s s T T Ui ARV

Receivables (net):

a5 BT o] e S i B (1 o SRl A SOOI i, - | e W
Due:from GovemmentiUnis i s i e v s e T v

Others st

DOlonied Chames.....c.ivinvinaismniing
Capital Assets (Note 6):

Land, Improvement and Construction in Progress............coueevieciieieireiescanscsnssssseseesasssessesassneens
Other Capital Assets [Net of DEPreCiation]................ccereeereriuiisiiscreneseissesssssssessesssssssessssessases

Tolal CaPIRI ASBEIE (. ..vovivmimai s s AT e T AT
TOTALABBETS .ot i s s e s e s e

LIABILITIES:

Accounts Payable and ACCrued EXPENSES............ccceveierereeernieereiesersereseseseissarssssassesssessssssesesens
o it ST R S g e W e s SO RO e SO Lo W

Deferred Revenues.............

Long-Term Liabilities (Note 9):
DUS WWRHIN ON0 OB v i G bt it it st S e el
DUE IN MOTE than ONE YL, ... iviiveeecreeesieserererssesssesteiareseessssseesssssessssessseestessssesssessssessssses

TOTAL LIABBITEES oo ceemsnnsmacssnsamminminienspisskssnmimsiessainssassaiiens s ssasnnsneasarasseissesasbabovses

NET ASSETS:

Investment in Capital Assets, Net Of Related DEDL..........ecovveriereeereeeeseeiesseereeassresressesessnesssnneseenns

Restricted for:

3 e U U N VU . SN by ot | L0y o A L
BUBA0 SIAIE. oot e T T P Ve A Ve st e e e i s

Debt Service..............

Community DevelopmENt PIOJECES............ceeuiceieieecsccteissiscaesssassasssssssesaesssassassssssssasessssssnenssns

TOTAL NET ASSETS........ccoocurrnnnns

See accompanying Notes to Basic Financial Statements.
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GOVERNMENTAL
ACTIVITIES

$ 1,290,073
1,129,981

6,353,789
356,474
509,285

19,703

4,249,778
11,259,269

15,509,047

25,168,352

1,562,756
31,897
498,509

2,124,493
3,771,189

7,988,844

14,056,436

150,447
5,034,608
550,931
1,059,375

(3.672,289)
$ 17,179,508



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Program Revenues
Operating Capital Net (Expense)
Charges For Grants and Grants and Revenues
Functions/Programs Expenses Services Contributions Contributions (See Next Page)
Governmental Activities:

Mayor and Municipal Assembly...... ... ....cc.ccooeriienn. $ 1054285 § - 3 = 15§ $ (1,054,285)
General Government.................o.ocovvvevreenn, 4,534,006 557,965 688,064 (3,287,977)
Public Safety................ 550,569 g 150,928 (399,641)
Public Works............. ... L 2,489,364 - 2,323,191 (166.173)
Culture and Recreation................. 744,886 3 . (744,886)
Health and Sanitation................... 569,026 . - (589,026)
Public Instruction. ..........c.ceeeen. 6,659,027 - 6,850,467 191,440
Human Services and Welfare................cccocevvivvicniiinenne 1,080,493 - 1,193,131 112,638
Urban Development.............cc...... .... 2,081,188 . 877,431 (1,203,757)
Interest on Long-Term Debt..............cocooveverreeecrrinnn, 198,106 - - (198.106)
1otal Governmental ACVILIES..........coeerureererinnnns $ 19980950 § 557,965 § 12,083,212 § (7,339,773)

General Revenues:

Taxes:

PropertyTaxes, levied for General PUrposes...........cccouevecvriinnieniiieneiien 936,795
PropertyTaxes, levied for Debt Senvice.......... 237,248
Volume of Business Taxes.................. 382,239
Construction Taxes............. 78,438
Intergovemmental...... 6,611,209
RN iucsimmisisissianan 79,225
e ST 1 LR N e |l e S e ML 812,378
Total General Revenues and Transfers.........cc.vvrimiene i 9137532
CHANGES IN NET ASSETS. 1,797,759
Net Assets — Beginning of Year, As Restated............couviinnnnsinicninininns 15,381,749
NET ASSETS — ENDING OF YEAR $ 17,179,508

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

BALANCE SHEET — GOVERNMENTAL FUNDS

JUNE 30, 2007
OTHER TOTAL
GENERAL HEAD START SBGP DEBT SERVICE GOVERNMENTAL  GOVERNMENTAL
FUND FUND FUND FUND FUNDS FUNDS
ASSETS:
CaBNTNOIE T)...... oo conmcmsecrnpimmsssicossissnnsesemsmsisnnsins $ 150,131 % 36197 % 1872 % - § 791873 § 1,290,073
Cash with Fiscal Agent............. - - - 417,145 712,836 1,129,981
Receivables;
Fldee Grans s s L e - 4693430 1,393,672 - 266,687 6,353,789
Due from Olher FUngs..............ecvoecceee e oo, 1,027,744 30,646 - - 75,000 1,133,390
Due from Govemnmental Units....................o...coovee... 356,474 . - - - 356,474
Other RECEIVADIES......ovvvurerioriric oo senseraaone - - . - 509,285 509,285
Total Assets, s 1,534,348 § 5070273 § 1,395544  § 417145 § EESS,Bﬂ $ 10,772,992
LIABILITIES AND FUND BALANCES:
Liabilities:
AT Pt e e T e s $ 572816 % 73218 % 243559 % = a8 595101 & 1,484,754
BR800 NGBS i it aidists - - 100,000 - 100,000
BCEOINEINNIELE, i snmomisn st vitessssimiiani bl - - - 31,897 - 31,897
Due lo Governmental UnilS......... ..o coevescieecrnnne 78,002 . - - - 78,002
Due lo Other Funds (Note 4)...........c.cooovviriecemeecrens 105,646 - 92,610 4317 930,817 1,133,390
Deferred Revenues:
Volume of BUSINESS TaX........coo..ovvomericeiveess s 288,008 - 5 - - 288,008
Intergovermental Commonwealth..............ccc.coovven. 337,874 - - - - 337,874
PR GEANE,.....ves ernrsivnsistonssotassmbossssinissassossin - 4,611,098 1,038,250 - 210,501 5,859,849
Total Liabilities. 1,362,346 4,684,376 1,374,419 136,214 1,736,419 9,113,774
Fund Balances:
Reserve For
ENCOAMBRANGEE vy i svisass s i s st 15 384,696 : - - - 384,696
(07 R R T U o N IS - - . 280,931 - 280,931
LUNBSBIVE ... nssmsvenios it i ionia (232,693) 385,897 21,125 - 619,262 793,591
Tolal Fund Balances......... oo v 152,003 385,897 1,125 280,931 619,262 1,459,218
Total Liablilities and Fund Balances........................ $ 1534343 § 50702713 § 1,305544 § M7,145 § 2355681 § 10,772,992

See accompanying Notes lo Basic Financial Statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

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

JUNE 30, 2007
Total Fund Balances — Government Funds (Page 16) $ 1,459,218

Amount reported for Governmental Activities in the Statement of Net Assets (Page 14)
are different because:

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

Non Dépietlable CaplarNSSelS . ....cisrmmnnvam it S s i $ 4249778
Depreciable Capital ASSEES..............c.ireeiemsveevereorsersersssessssess s sssssssssssassassuss sss srsssssranssns 12,551,550
LV C T (T P R S o, S A SIS ) SR ol o S e 3,308,590
Actumulatad: DeprotIaton...... s b i s s s s S v e (4,600,871)
FOtal Al ABREIRL .o vz i R SR R T RS 15,509,047

Other Assets used in governmental aclivities are not financial resources and therefore
are not reported in the funds:

8RR SO e e | et e el T B W) U 19,703

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

Municipal Revenue CollECHON COMLET.............ccucurrrieiisis e cos sessmnsssessonsnssssessresnesss saeseas 251,009
Christmas Bonus ReIMDUISEMENL................c.ociiiiieis i s iessissssns s sessossse sas sntsessnsseasasans 86,865
Hengd SIEl BYOmR N i i e R T e 4,611,098

Total Deferrad ROVBNNes. .. ....cimsamisimmmis arimsis i s s ievetavesi i 5,987,222

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

GRNGIAT BONDE .o oo e s A b e s (1,227,000)
S pEIR BOAS ovvs i e S R A RS (1,023,024)
Retirement System AdmINISIation...............cveeuirvir i e e s e e ans o (55,265)
6Ty oo e T L e e S DO e R S (2,225,225)
CHHSHIEE BAAE. o s e i e A T S s (173,730)
Propany Tak ARV aIEE i e e e i b B8 s T e (1,091,438)
Tolal Long-Tem LIGBHINES. ..ouiniisnitnmm s s b i (5.795,682)

Total Net Assets of Governmental Activities (PAge 14).............cooververerererereresesseessessesesesesnnsns $ 17,179,508

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

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE — GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

OTHER TOTAL
GENERAL HEAD START SBGP DEBT SERVICE ~ GOVERNMENTAL  GOVERNMENTAL
FUND FUND FUND FUND FUNDS FUNDS
REVEMNUES:
Property Taxes. . e $ 9679 §$ = 5 T 231248 % ] 1,174,043
Volume of Business Ta)eS........coev i eiviiiin s ia 382239 . . . - 38229
Federal Assistances. FTTTI i |  —N, = 6,715,385 1,165,354 . 1,365,640 0,246,379
INBRIgOVBINMBNIEL .. vniiiiaeiaiss i teairsassirens 6.925.436 . . . 3122993 10,048,429
Licenses and PEMIS........... .o oo viis s seess srsseen 78,438 - 78,438
Rent......... s S A S s 79,225 79,225
Miscellaneous.. . G A 812,378 812,378
Total REVENUES.......cccoooerrramsicencsnes s ensisenn 921451 6,715,385 1,165,354 237,248 4,488,633 21,821,131
EXPENDITURES:
Curmen|
Mayor and Municipal Legislature. .. ................... 1,054,285 . . . - 1.054.285
General Government.. ......... PN 3726656 . . - 773,896 4,500,652
Public Safely...... ) 490,711 . . 30,000 520,711
BUbHE WORKS ... o e 2.070,328 : 184,728 : g 2,265,056
Culture and Recreation. ... . 571,243 . . : B.791 560,034
Heallh and Sanitation. ... ... ..o v csrirnns 585,641 : - - 586,641
PUbBE SEBEHON. . .- cocicceiiicnio i ssinimmmniirbinsinns . 6,685.801 : - 6,665.801
Human Sesvices and Welfare. 190,695 2 % i B83.798 1,080,493
Urban Development. 179,361 - 917.21 - 984.616 2,081,183
Capital OUlBY .. . oo oo e e 25,300 ; 63,415 - 1,000,028 1,060,743
Debt Service:
Principal PRI —— . . - 229,637 220,637
Interes! and Other Charges.... i . - * 198,106 158,106
Bond 155U COBIS. .......oovvienirmmaer e . . s 7,186 7.18
Tetal Expenditures.......coceevarers 8,896,220 6,685,801 1,165,354 434,929 4,587,229 21,769,533
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES.............oooin e et e e 318,201 20,584 - {197,681) (98,596) 51,598
OTHER FINANCING SOURCES (USES):
Proceed of Note .., . 685,000 685,000
Transfers —In ... ) e . 231,390 34.393 265,783
ITanstars — VUL, ... .coiimeeiannin sHFeaLs sateiraansas [_253,59?} 3 {?.1351 (265.783)
Total Other Financing Sources and Uses............... 258,59) T . 231,390 712,200 685,000
Net Change in Fund Balance............cveuaieemanserens 59,604 29,584 . 33,709 613,611 736,508
FURD Halance — Heginning 92,309 356,313 21,125 247,222 5,651 722,620
FUND BALANGE = ENDING.....c..cooveee e cernseonenesens $ 152003 § 385897 § 21125 § 280931 § 619,262 § 1,459,218

\é@i

See accompanying Notes fo Basic Financial Statements.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, 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, 2007
Net Change in Fund Balances — Government Funds (Page 18) $ 736,598

Amount reported for Govemmental Activilies in the Statement of Activilies (Page 15)
are different because:

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

Capital ABBBIS. v i v v i b R T S R A s e $ 1,989,743

Deprecialion EXPENSE.......evviieeiresvreereeressesssenisnssnesssnsssersensensss (635,559)
Excess of Capital Assels over Depreciation EXPENSE. .. ......civevvier e i serinssvessnins susnenns 1,454,184

Revenues in the Statement of Aclivities that do not provide current financial resources are
reported as revenues in the funds and vice versa::

e, LA | AN . b, T o, . SN DAl ol ool W W el Dt 1,763
Municipal Revenue Collection CNLET.............cccuuiueviriieeie i esascsesreene sasses enaessessnnssnens 156,873

Bonds proceeds provide current financial resources to govemmental funds, but issuing debt
increase Long-Term Liabilities in the Statement of Net Assets. In the current period,
PrOCEEAS TECEIVEA WBS..........c.vevvereeeireseeems cesreunsesresessassessnssas sessensessnesenseasesers snn ssnsesss o sresrans (685,000)

Governmental funds only report the proceeds received in the current financial resources
are not reported as reVEeNUES N thE FUNDS... .......ecurr v v sereersrsses ses resessere srssnnsssaresus sesesssss sre sesssess 86,865

Repayment of long-term principal is expenditure in the govemmental funds, but issuing debt
reduced Long-Term Liabilities in the Statement of Net Assets. In the current period
YIS WO i T S A R R R e s 229,637

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

Bl JSsu0 C OB ATTOMBZAION w.scouuissmscrmvanssunssiss sesiviios wovvs isus VIR e i Sreiebmois (2,051)
Decrease in Claims and JUAGMENIS... ........cvuiuviesiureeninissorive s sns s s sss s ssnsss sssenssnons 15,000
Incrense I CRASHTIBE BOMEE:., ... voiiosicoms i s o s e s sy asi sk 5 (13,550)
Decrease in COMPENSALed ADSBNCE. ... .......cuveriieireiis ieuinssrssisnassseses sss st ssnsassssssmass seasss sus 160,628
Increase in Retirement System AdmINISIFAtoN..............c. oo eeevermreseiesaeesressecesansarssssssessssnans (55,265)
Tolal AAIONE! EXDONGES .. ...t b s als csivssbets iiois ovd st wwasusais ssb dovsansiion 104,762

Change in Net Assets of Govemmental Activities (Page 15) $ 1,797,759

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

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Orocovis, Puerto Rico (Municipality) was founded
in the year 1825, and operates as a govemmental 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 execulive and legislative bodies. The Mayor is the Chief Executive
Officer and is elected every four years in the general elections of the
Commonwealth of Puerto Rico. The legislative body consists of 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 fo low-income and elderly citizens, public
safely, housing and urban development, cullure and recrealion, 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 (GAAP) as
prescribed by the Governmental Accounting Standards Board (GASB).
The GASB is the standard-setting body for governmental accounting and
financial reporting. The GASB periodically updates its codification of the
existing Govemnmental Accounting and Financial Reporting Standards
which, along with subsequent GASB pronouncements (Statements and
Interpretations) constitutes GAAP for govemmental units. The following is
a summary of the more significant of such policies.

A. Financial Reporting Entity

The accompanying basic financial statements include all depariments
and organizations units whose funds are under the custody and control of
the Municipality. In evaluating the Municipality 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, as amended by
GASBS No. 39, Determining Whether Cerfain Organizations Are
Component Units — an amendment of GASB Statement No. 14.

The basic criteria for including a potential component unit within the
reporting entity is if potential component units are financially accountable
and other organizations for which the nature and significance of their
relationship with the entity are such that exclusion would cause the
Municipality's financial statements to be misleading or incomplete. The
GASB has set forth criteria to be considered in determining financial
accountability. These criteria include appointing a voling 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.

GASBS No. 39 provided additional guidance to determine whether certain
organization for which the primary government is not financially
accountable should be reported as components units. A legally separate,
tax-exempt organization should be discretely presented as a component
unit if all of the following criteria are met: (a) the economic resources
received or held by the separate organization are enfirely or almost
entirely for the direct benefit of the primary government, ils component
units, or its constituents; (b) the primary government, or its component
units, is entitled to, or has the ability to otherwise access, a majority of the

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

There are two methods of presentation of the component unit in the
financial statements: blending - the financial data of the component unit's
balances and transactions in a manner similar to the presentation of the
Municlpality's balance; and discrete — presentation of the component
unit's financial data in column separate from the Municipality's balances
and transactions.

The relative importance of each criterion must be evaluated in light of
specific circumstances in order to determine which components units are
to be included as part of the reporting entity. Our specific evaluations of
the criteria applicable to the Municipality indicate no organizations meet
the criteria to be included as component units. Accordingly, these basic
financial statements present only the Municipality as the reporting entity.

These financial statements present the respective financial position of the
govemmental activities, each major fund, and the aggregate remaining
fund information of the Municipality, as of June 30, 2007, and the
respective changes in financial position, where applicable, thereof for the
fiscal year then ended.

B. Financial Statement Presentation

The basic financial statements include bath government-wide (based on
the Municipality as a whole) and fund financial statements. While the
previous financial reporting mode! emphasized fund types (the total of all
funds of a particular type), in the new financial mode! the focus is on
either the Municipality as a whole, or major individual funds (within the
basic financial statements). Both the government-wide and fund financial
statements (within the basic financial statements) categorize primary
activities as either govemmental or business type.

Government-wide Financial Statements

The government-wide financial statements (the Statement of Net Assels
and the Statement of Activities) report information of all the aclivities of
the Municipality. For most part, the effect of interfund activity has been
removed from these govemment-wide financial statements.
Govemmental activities are normally supported by taxes and
intergovernmental revenues. Business-type activities, which rely to a
significant extent on fees and charges for support, are not reported seen
the Municipality don't have such activities.

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

The Statement of Net Assefs presents the reporting entities' assels and

liabilities, with the difference reported as net assets. Net assels are
reported in three categories:

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{continuation)

B. Financial Statement Presentation (continuation)

e Invested in Capital Assets, Net of Related Debt — These
consists of capital assels, 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 assels.

*  Reslricted Net Assets — These result when constraints placed
on nel assels use are either externally imposed by creditors,
grantors, contributors, and the like, or imposed by law through
constitutional provisions or enabling legislation.

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

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

The Statement of Activities demonstrates the degree to which the direct
expenses of a given function or segment is offset by program revenues.
Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers
or applicants who purchase, use or directly benefit from goods, services,
or privileges provided by a given function or segment, and 2) grants and
contributions that are restricted to meeling the operational or capital
requirements of a particular function or segment. Taxes and other items
not properly included among program revenues are reported instead as
general revenues.

Governmental Fund Financial Statements

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

Traditional users of governmental financial statements will find the Fund
Financial Statements presentation more familiar. The focus is on Major
Funds, rather than the previous financial model's fund types. This is the
manner in which these funds are normally budgeted. This presentation
deemed most appropriate to (a) demonstrate legal and covenant
compliance, (b) demonstrate the source and use of liquid resources, and
(c) demonstrate how the Municipality's aclual experience conforms to
the budgeted fiscal plan.

Since the governmental fund statements are presented in different
measurement focus and basis of accounting than the govermment-wide

21

statements, reconciliation is presented and separate explanation for each
differences.

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

C. Measurement Focus and Basis of Accounting
Government-wide Financial Statements

The government-wide financial statements (the Statement of Net Assels
and the Statement of Activilies) 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 imposed by the provider have been met.

Governmental Fund Financial Statements

The govemmental fund financial statements are reported using the
current financial resources measurement focus and the modified accrual
basis of accounting. Revenues are recorded when susceplible to accrual;
as soon enough thereafter to pay liabilities of the current period. For this
purposes, the govemment considers revenues to be available if they are
collected within sixty (60) days of the end of the current period.

In applying the “susceplible 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 reccgnize
liabilities and expenses and the recipient should recognize receivables
and revenue when the applicable eligibility requirements including time
requirements, are met. Resources ftransmitted before the -eligibility
requirements are met should, under most circumstances, be reported as
advances by the provider and deferred revenue by the recipient.

There are essentially two types of revenue. For 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 if the susceptible to accrual criteria is met.

Expenditures are generally recognized when the related liability is
incurred, as under accrual accounting. The exceptions to this general rule
are the compensated absences and claims and judgments, if any, that
are recorded only when payment is due.

conlinue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

C. Measurement Focus and Basis of Accounting (continuation)

Property taxes, volume of business laxes, licenses and permils, and
interest associaled with the current fiscal period are all considered {o be
susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the
Municipality

The Municipality reports the following major fund:

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

transactions of the Head Slart Program. The objectives to this
program are lo provide comprehensive health, educational,
nutritional, social and other developmental services primarily
to economically-disadvantaged pre-school children and infants
and loddlers so that the children will attain school readiness.

SBGP Fund - This is the fund used to account for all the
Iransaclions of the State Block Grant Program. The primarily
objectives of this program is to development of viable
communilies by providing decent housing, 2 suitable living
environment and expanded economic opportunities, principally
for persons of low and moderate income.

Debt Service Fund - This is used to account for the
accumulation of resources for, and the payment of long-term
debt principal and interests.

The non-major funds are combined in a single column in the fund
financial statements

D. Budgetary Data

The Municipality's annually adopts the Budget Resolution for all
operaling funds of the Municipality excepl for certain restricted accounts
Special Revenue Funds. Budgetary control is legally maintained at the
fund level. The budgel is prepared using the modified accrual basis of
accounting with encumbrance included as budgetary basis expendilures.
The Municipality's Budget Resolution provides Iransfer authority (1) to
the Mayor and the Management and Budget Director, within and between
departments and funds, as long as the total budget of the Municipality
(net of interfund transfers) is not increased; (2) to the Management and
Budget Director to implement grant budgets as the grant applications are
accepled by the Municipality; and (3) lo the Management and Budget
Director to amend (re-appropriale) each new year's budget, to the extent
of outstanding encumbrances, andlor unexpended project/grant
appropniations at year end. Municipality’s Legislature action is required
for (1) use of the budgeted Legislature contingency, and (2) the approval
of a supplemental appropriation(s). During the year, several supplemental
appropriations were necessary

2

The budget columns (original and final budgets) of the Budgelary
Comparison - General Fund reflect the original budget and the amended
budget (which have been adjusted for legally authorized revisions of the
annual budgels during the year). Appropriations, except remaining project
appropriations, encumbrances, and unexpended grant appropriations,
lapse al the end of each fiscal year. Amendments to the budget, including
transfers, require the approval of the Municipal Legislature. All
encumbrance approprialions in the operating budgel lapse al the end of
Ihe fiscal year.

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

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

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

2. Payments of encumbrances of prior year are recorded as
expenditures under GAAP but not under the budgetary basis.

3. Interfund transactions of the General Funds are not included in
Ihe budgetary basis.

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

5. Certain revenues susceplible to accrual, i.e., both measurable
and available, are nol included in the budgetary data.

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

E. Cash and Investment

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

continue
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NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

E. Cash and Investment (continuation)

Cash with fiscal agent represents property tax collections retained by the
Municipal Revenues Collection 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 and is not collateralized.

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 Govemmental
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. Receivables and Payables

Activity between funds that are representative of lending/borrowing
arrangements oulstanding at the end of the fiscal year are referred to as
either “due tolfrom other funds” (i.e., the current portion of interfund
loans) or “advances toffrom other funds" (i.e., the non-current portion of
interfund loans). All other outstanding balances between funds are
reported as “due toffrom other funds.” Any residual balances outstanding
between the governmental activities and business-type activiies are
reported in the govemment-wide financial statement as ‘“interfund
balances’

Advance between funds, as reported in the fund financial statements, are
offset by a fund balance reserve account in applicable governmental
funds to indicate that they are not available for appropriation and are not
expendable available financial resources.

All trade and property tax receivable are shown net of an allowances for
uncollectible, which are determined upon past collection experience and
current economic conditions. Receivable from Federal Government
represents amounts owed to the Municipality for reimbursement of
expenditures incurred pursuant to federally funded programs.

G. Inventories

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

H. Capital Assets

Capital assets, which include property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items),
are reported in the applicable govermmental aclivities column in the
government-wide financial stalements. Capital assels, other than
infrastructure assets, are defined by the government as assets with an
initial, individual cost of more than $500 (amount not rounded) and an
estimated useful life in excess of two years. For improvements other than
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buildings, the capital outlay must be greater than $10,000, extend the
estimated useful life for ten years, and be greater than 10% of the original
cost of the asset. The government reports infrastructure assets on a
network and subsystem basis. Accordingly, the amounts spent for the
construction or acquisition of infrastructure assets are capitalized and
reported in the govemment-wide financial statements regardless of their
amount,

In the case of the initial capitalization of general infrastructure assels (i.e.,
those reported by governmental aclivities) the government chose fo
include all such items regardless of their acquisition date or amount. The
govermnment was able to estimale the historical cost for the initial reporting
of these assets through back trending (i.e., estimating the current
replacement cost of the infrastructure to be capitalized and using an
appropriate price-level index fo deflate the cost to the acquisition year or
estimated acquisition year). As the government construcls or acquires
additional capital assets each period, including infrastructure assets, they
are capitalized and reported at historical cost. The reported value
excludes normal maintenance and repairs which are essentially amounts
spent in relation to capifal assets that do not increase the capacity or
efficiency of the item or extend its useful life beyond the original estimate.
In the case of donations the government values these capital assels at
the estimated fair value of the item at the date of its donation.

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

TaBLE1

CAPITAL ASSETS YEARS
Buildings 50-60
Improvement Other Than Buildings 45
Infrastructure 50
Vehicles and Furniture 5-10
Machinery and Equipment 10-15

. Compensated Absences

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

1. The Municipality's obligation relating to employee's
rights to receive compensation for fulure absences is
attributable to employee's services already rendered.

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

3. Payment of the compensation is probable.

continue
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NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continuation)
l.  Compensated Absences (continuation)
4. The amount can be reasonably estimated.

In accordance with the above criteria and requirements as established by
GASBS No. 16; the Municipality has accrued a liability for compensated
absences, which has been earned but not taken by Municipality's
employees. For the govemment-wide statements, the current portion is
the amount estimated to be used in the following year. For the
governmental funds statements, all of the compensated absences are
considered long-term and therefore, are not a fund liability and represent
a reconciling item between the fund level and govemment-wide
presentations (see Note 8).

J. Insurance

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

K. Interfund Transactions

Interfund transactions are reflected as loans, reimbursements or
transfers. Loans are reported as receivables and payables as appropriate
and are subject to elimination upon consolidation. Reimbursements occur
when one fund incurs a cost, charges the appropriate benefiting fund and
reduces its related cost as a reimbursement. All other interfund
transactions are treated as transfers. Transfers between govemmental or

Fund Deficit in the General Fund is primarily atfributable to decrease in
revenues. The deficit is expected to decrease in the future as a result of
a plan to reduce expenditures, obtain additional sources of revenues, and
appropriation in annual budget as require by State Municipal Law.

M. Claims and Judgments

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

N. Use of Estimates

The preparation of the basic financial statements in conformity with
accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent
assels and liabilities at the date of the basic financial statements and the
reported revenue and expenses during the reporting period. Actual result
could differ from those estimates.

NOTE 2 CASH AND INVESTMENTS

The Municipality maintains its cash deposits in commercial banks
located in Puerto Rico. Under Commonwealth of Puerto Rico statutes,
public funds deposited in commercial banks must be fully collateralized
for the amount deposited in excess of federal deposit insurance. All
securities pledged as collateral by the Municipality are held by the
Secrelary of Treasury of Puerto Rico in the Municipality's name.

During the year, the Municipality invested its funds in interest bearing
bank accounts and short-term certificates of deposit. As June 30, 2007,
the market value of investments recorded in General Fund approximated
its carrying value as follow: (See Table 2)

proprietary funds are nefted as part of the reconciliation to the
government-wide columnar presentation. The Municipality has the
following types of transactions among funds;

Operat{'ng Transfers - Legally required transfers that are reported
when incurred as transfers-in by the recipient fund and as

CERTIFICATE TABLE 2
OF DEPOSIT PRINCIPAL EXPIRATION
ISSUED BY NUMBER AMOUNT RATE DaTE
Popular Bank of PR................ 01110000006  $400.000 195%  01-04-08

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

L. Reservations of Fund Balance - Governmental Funds

The govemmental fund financial statements present fund balance
reserves for those portions of fund balance (1) not available for
appropriation for expenditures or (2) legally segregated for a specific
future use. The reserves for related assels such as inventories and
prepayments are examples of the former. Reserves for debt service and
other specific purposes are examples of the latter.
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NOTE3 CUSTODIAL CREDIT RISK RELATED TO DEPOSITS

The Table 3 presented in next page discloses the level of custody risk
assumed by the Municipality based upon how its deposits were insured
or secured with collateral at June 30, 2007:

Calegory 1: Insured or collaterized with securilies held by the Secretary
of Treasury's agent in the Municipality's name.

Collateralized with securities held by the pledging financial
instilution's  trust department or ils agents in the
Municipality's name.

Category 2:

Uncollateralized, including any bank balance thal is
collateralized with securities held by the pledging financial
institution or by its trust department or agent by not in the
Municipality's name.

Category 3:

conlinue
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NOTE 3 CUSTODIAL CREDIT RISK RELATED TO DEPOSITS NOTE5 INTERFUND TRANSFER AND BALANCES
(continuation)
A. INTERFUND TRANSFERS
TaBLE3
Careacry Transfers are indicative of funding for capital projects or
: : . i . debt service, and subsidies of various operations. (See
OUNT BALANCE
Table 5)
Deposits in
Commercial Banks ........ $1,290073 § = $ - $1,290073  $1,038,085
Deposils in
Govemmental Bank....... . 1,120,981 1,129,981 1,129,981
Reconciliation to Government-Wide Statement of Net Assets:
UNRESTRICTED RESTRICTED ToTAL
Carrying amount of deposils in Commercial Banks ....... $ §1.290073  $1,290,073
Carrying amount of deposits in Govemment Bank....... - 1129981 _1,129.981
Total........ $ - $2420054  §2420,054

As of June 30, 2007, the Municipality's custodial credit
risk was approximately $1,130, which is the bank

INTERFUND TRANSFERS WITHIN THE GOVERNMENTAL FUNDS

TABLES

balance of cash deposited at the Government - TRANSFERTO AMOUNT  PURPOSE

Development Bank of Puertto Rico (GDB). These | GENERALFUND %T SERVICE Emo 322;% Emwp%mg

deposits are exempt from the collateral requirement | OTHER GOVERNMENTAL FUNDS T SERVICE FUND : quity Transfer

ese;i:i's“ed by the Cgmmnweallh. - GENERAL FuND OTHER GOVERNMENTAL FUNDS 34393  Matching requirements
Total $265783

Pursuant to the Investment Guidelines for the

Commonwealth adopted by GDB, the Municipality may
invest in obligations of the Commonwealth, obligations of the United
States, certificates of deposit, commercial paper, banker's acceptance, or
in pools of obligations of the municipalities of Puerto Rico, among others.

NOTE4 OTHERS RECEIVABLES

As of June 30, 2007, the amount of $356,474 corresponds of $251,009
from the Intergovernmental Revenue from Municipal Revenue Collection;
$18,600 from Solid Wasle Disposal Authorily; and $86,865 from the
Depariment of Treasury of Puerto Rico.

Governmental funds report deferred revenue in conneclion with
receivables for revenue that are not considered to be available to
liquidate liabilities of the current period. Govemnmental funds also defer
revenue recognilion in connection with resources that have been
received, but not yet eamed. Al the end of the current fiscal year, the
various components of deferred revenues and uneamed revenue
reported in the governmental funds were as follow:

TABLE 4
Unavailable Uneamed
Volume of Business Taxes................ $ - $ 288,008
Other Major Funds.............ccovviinnnene, . 210,501
Head Start.................. 4,611,098 -
SBGP 1,038,250 -
Intergovernmental............c.ccvvininns 337,874 -

Total Deferred/Uneamed

REVENUE .....ovovve vervnssennsiiinnse $5.987.222 § 498.509
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B. INTERFUND RECEIVABLE AND PAYABLE BALANCES

Interfund receivables and payables at June 30, 2007 are summarized as
follows: (See Table 6)

INTERFUND INTERFUND TABLE 6

RECEIVABLE PAYABLE AMOUNT
Head Start General Fund $ 30646
General Fund SBGP 92,610
General Fund Debt Service Fund 4,317
Other Fund General Fund 75,000
General Fund Other Fund 930,817
Total $1.133.390

NOTE6 DUE TO OTHER GOVERNMENTAL UNITS

As of June 30, 2007, balance due to other govemmental units of the
General Fund for services rendered to the Municipality, consists of the
following: (See Table 7)

TABLET AMOUNT
Water and Sewer Authority $60,503
Department of Labor and Human Resources................. 15,366
Others Agencies _2133

Total Due to Govemnmental Units...........co.ciinewna. $78,002

continue
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NOTE7 CAPITAL ASSETS

Capital Assets aclivities for the fiscal year ended June 30, 2007 was as

follows (See Table 8)
TABLES BALANCE BALANCE
Jury 1, JUNE 30,
DESCRIPTION 2006 ADJUSTMENTS  INCREASES  DECREASES 2007
Non-Depreciable Capital Assels:
FaNE cumiim s s s $ 1,098,478 - § 441400 $ $ 1,539,878
Construction in Progress...........c....uween. 2,258,639 (405,911) 857,172 - 2,709,900
Total Non-Depreciable Capital Assets........ 3,357,117 (405,911) 1,298,572 - 4,249,778
Depreciable Capital Assels:
Buildings and Buildings Improvements....... 8,371,803 392,208 37,189 - 8,801,200
Equipment and Vehicles ............ccccvvvnien. 1,067,128 - 197,350 37,881 1,226,597
Fumniture and FiX{Ures ..........ooeovveeervrsessvenn. 367,633 3 28,080 11,027 384,686
Heavy Equipment......coo.covieiriiieisnsnennns 2,265,151 - - 126,084 2,139,067
1 1) S . 2,880,038 - 428,552 - 3,308,590
Total Depreciable Capital Assels............... 14,951,753 392,208 691,171 174,992 15,860,140
Less Accumulated Depreciation:
Buildings and Buildings Improvements....... (2,022,025) - (181,381) - (2,203,406)
Equipment and Vehicles ..........ccooiuiinnn (659,473) - (145,827) 37,881 (767,419)
Fumiture and FiXIUreS .........cccceseveernnenn (216,310) - (29,349) 11,027 (234,632)
Heavy EQUIDMENt........ccoovvvvrvensmvnensrinsenes (1,120,957) - (129,413) 126,084 (1,124,286)
Infrastructure .......ccocovvannee S TR (221,539) (49,589) - (271,128)
Total Accumulated Depreciation ................ (4,240,304) (535,559) 174,992 {4,600,871)
Tolal Depreciable Capital Assets (Net)...... 10,711,449 392,208 155,612 11,259,269

CAPITAL ASSETS, NET........ccornmernnnrer

$14068.566 (§__13703) §1454184 § - $15.500.047

Depreciation ~ expenses were charged to  govemmental

functions/programs as follows: (See Table 9)

TABLE9

General GOVEIMMEN ..........cvvvivermsiecsssiossssesmsersssssssssenees
Public Safety .... -
Public Works and Transpurtatlon s
Culture...
Recreanon . SO——. .
Health and Welfas-e

Education ...

Total Depremation EXPONSES.ociiaimbitinma

AMOUNT

$ 93,317
29,858
234,308
19,089
145,763
2,385

10,839

$535.559

continue
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NOTE8 GENERAL LONG-TERM DEBTS
A.  GENERAL OBLIGATIONS BONDS AND SPECIAL NOTES

B. OTHER LONG-TERM DEBTS

Following are the Other Long-Term Debts (See Table 11):

PAYABLE

e TABLE 11 BALANCE RETIREMENTS ~ BALANCE
The principal long-term obligations of the Municipality are Juy 4, NEW AND JUNE 30,
general obligations bonds and special notes issued to DESCRIPTION 2006 ISSUES ~ ADJUSTMENT 2007
ﬁnge}ge the construction anq improvements of public | Property Taxes- Law 146..... § 113667 § - (5 29518) $ 84,149
facght:gs and purchase of equipment. The Municipallty's | Property Taxes - Law 42........ 994,256 - (16,117) 978,139
obligations long-term debt retirements are appropriated and | LIMS 34,648 (5.498) 29,150
paid from resources accumulated in the Debt Service Fund grtﬁmﬁ ?Yr‘" Adm.......... - 55,265 006) 55,265
See Note 9). The special obligati aims and Judgments........... 15,000 - (15, -
{ i } ; ot oblugaimqs gl Jies Christmas Bonus ... 160,180 173,730 (160,180} 173,730
retirements are paid through retention made by the Com ted 285,853 (160628 5 998 295
Municipal Revenue Collection Center from monthly advance PROSRIRG NRRN00R. v 628) 2225225
of annual property tax and subsidy sent lo the Municipality. | TOTAL...n. §3,703604  § 228995 ($.386.941) 53545658

General obligations bonds and notes payable as of June 30, 2007, are
comprised of the following individual issues:

C. CHANGES IN GENERAL LONG-TERM DEBTS

The following is a summary of changes in long-term debls for the year

b
_SEETEN Aot ended June 30, 2007: (See Table 12)
General Obligations Bonds:

3 ; TABLE12  BALANCE RETIREMENTS BALANCE  AMOUNTS  AMOUNTS
$441,000, Series 1990, for construction purposes, JuLy 1, NEwW AND June30, DueWITHIN DUE AFTER
payable in annual installmenls ranging from $9,000 DESCRIPTION 2006 ISSUES ~ ADJUSTMENT 2007 ONEYEAR  NEXT YEAR
to $30,000, excluding interests at 5.00%
through July 1, 2016 $ 207,000 General......... $ 748000 § 685000 ($ 106,000) $1,327,000 $ 122,000 $1,205,000

2 Special......... 1,088,024 (65,000) 1,023,024 70,000 953,024
$215,000, Series 2003, for purchase of equipment, Others Debts.. 3703604 _ 228995 _(386.941) 3545658 1932493 1,613,165
payable in semiannual installments ranging from TOTAL....... $5539628 $ 913995 (3.557.941) 35895682 32124493 §$3.771.189
$25,000 to $40,000, excluding variable interests up :
to 4.10% through July 1, 2009........cccoccocennrvvssierisenns 105,000
NOTE9 DEBT RETIREMENT
$440,000, Series 2008, for purchase of equipment, ; ;
payable in semiannual instalimenis ranging from Revenues of the debt service fund consists of the ad-valorem property
$55,000 to $70,000, excluding variable interests up taxes which are recognized as revenue when collected from taxpayers
t0 5.00% through July 1, 2011 ........coooovcvivcmcnsierienn 330,000 and reported by the Municipal Revenue Collection Center of the
5645000, Seres 2007, forconsructon puposes Commonwealth of Puerto Rico to the Municipality (See Nole 10).
sp‘:ga{?ég ’t’;g{;“g{’);‘ﬁgmi’:: ::I"rg”;g ri’:gmm 5 These property taxes are accumulated by the Municipal Revenue
107.00% zhrou_:';h Ji;i,, 2031 P 685,000 Collection Center in costs of the general obligations bonds issued by the
T o Municipality (See Note 8). Payments are made to the Government
otal General Obligations Bonds..............ccoooncen. 1,327,000 Development Bank of the Commonwealth of Puerto Rico from such
Special Obligations Notes: ;ci)ggmulaied funds by the Municipal Revenue Collection Center of Puerto
$1.220,000, Series 2002, for purchase of equipment, -
payable in semiannual installments ranging from TABLE 10
$45,000 to $140,000, exduding variable interest up YEAR ENDING PRINCIPAL INTEREST TOTAL
to 8.00% through July 1, 2016 ... 895,000 June 30, PAYMENT PAYMENT PAYMENT
$128,024 , Series 2007, for construction purposes, 2008 $ 192,000 $ 136,583 $ 328,583
which principal payment is unknown, which inferest 2009 208,000 135,078 343,078
payment is unknown, unknown maturity date............. __ 128,024 2010 2, 4'900 122'928 346l928
Total Special Obligations NOtes...........c...ovvvomeccre 1,023,024 2011 200:000 110:234 310,234
Total General and Special Obligations.... $2.350,024 2012 206,000 97,542 303,542
2013-2017 652,000 314,125 966,125
The annual requirements fo amortize the general and special 2018-2022 125,000 168,525 293,525
obligations outstanding as of June 30, 2007 are as follows (See Table 2023-2027 170,000 117,250 287,250
10). 2028-2032 245,000 46,025 291,025
Unmatured 128,024 - 128,024
TOTAL $2,350,024 $1.248.290 $3.598.314
confinue
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NOTE 10 PROPERTY TAXES

The Municipal Revenue Collection Center of the Commonwealth of
Puerto Rico is responsible for the assessment of all real and personal
property localed 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 al 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 al the date of the assessment.

The tax rate per annum is 8.53% for real property and 6.53% for personal
property of which 1.03% of both belong to the Commonwealth of Puerto
Rico and 7.50% and 5.50%, respectively, belongs to the Municipality.
From the portion belonging to the Municipality, 6.00% and 4.00%,
respectively, represents the Municipality's basic tax rate that is
appropriated for general purposes and therefore accounted for through
the general fund,

The remaining portion belonging to the Municipality of 1.50% represents
the ad-valorem properly taxes withheld by the Municipal Revenue
Collection Center of the Commonwealth of Puerto Rico and restricted for
debt service, which is accounted for through the debt service fund (See
Note 9). The Municipality has reached the maximum statutory lax rate
limit for the basic tax while there is no limitation for the ad-valorem lax
rale.

The Commonwealth of Puerto Rico grants complete real property tax
exoneralion 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 assessed at less than
$3,500 on which a complete exemption is granted. The Municipal
Revenue Collection Center, instead of the property taxpayer, becomes
the source of payment in these cases.

The Municipality grants a complete exemption from personal property
laxes up lo an assessment value of $50,000, to retailers with an annual
net sales volume of less than $150,000. The Municipal Revenue
Collection Center advances to the Municipality, on monthly payments,
100% of the conlribution assessed over properly for each fiscal year. In
accordance to Law, these advances will be contributions by the Municipal
Revenue Collection Center from taxpayers. The Municipal Revenue
Collection Center periodically informs to the Municipality the amounts
collected from taxpayers and applied to outslanding advances. The
Municipality exonerates imposiions and payment of propery
contributions, for a 15-year term, to all natural or judicial persons that
comply with the following conditions: new creation and continuing
operalion of an industry, business or company of private investment that
has a payroll of 100 employees or more; within the geographic limits of
Orocovis and during the whole previous natural year of the payment date
of the property tax conlributions. In addition, all industries, businesses or
companies that comply with the conditions mentioned above, would
receive a credil on the Volume of Business Tax equivalent to the salaries
paid. This credit will apply to the contributive year subsequent to the
crealion or maintenance of a payroll in excess of 100 or more employees.
The remaining credit, if any, can not be carried forward to subsequent
contributive years and can not be reimbursed to the taxpayer.
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The Municipality records as revenue in the general fund the property tax
contribution when received from monthly advances from Municipal
Revenue Collection Center.

Due lo 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.

NOTE 11 VOLUME OF BUSINESS TAX

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

a. 150% for financial institutions and savings and loan
associations,
b.  0.40% for all other organizations.

Taxes are payable in two equal semi-annual instaliments 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 1o the next fiscal year, are recorded as deferred
revenues in the General Fund.

NOTE 12 SALES TAXES

Municipality has establishing a Sales and Use Taxes of 1.5% (1% to the
Municipality and .5% to the PR Department of Treasury) effective on July
1%, 2007 on all sales of goods and properties and a variety of other
transactions. This tax is to be collected by any merchant dedicated to a
business which sells or provides any goods or services described as
taxable by the law or any other ruling set forth by the Municipal
Legislature.

The sales tax will apply to all sales, rent contracts, or use Iransactions,
with some exceptions as defined by the law. All merchants required lo
collect the Sales and Use Tax, are required to file a monthly Sales and
Use Tax Return Form, no later than the 20* of the following month from
the month being reported.

NOTE13  INTERGOVERNMENTAL REVENUES

Intergovernmental revenues consist primarily of funds received from the
Commonwealth of Puerlo 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.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 14 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 relirement system established by the Commonwealth
of Puerto Rico. The ERS was created under the Act 447, approved on
May 15, 1851, as amended, and became effective on January 1, 1952.
ERS covers all regular employees of the Commonwealth of Puerto Rico
and its instrumentalities and of certain municipalities and components
units not covered by their own relirement systems.

Participation is mandatory except for members of the Legislature,
Government Secretaries, Head of Agencies and Public Instrumentalities,
Assislants to the Governor, the Comptroller of the Puerlo Rico,
Gubernatorial Board and Committee appointees and Experimental
Service Station employees. ERS provides retirement, death and disability

provides for death and disability benefits and the assets of the System
pertaining fo the participant employees.

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

a. The present value of the fulure 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 13)

benefits. Disability retirement benefits are

available to members for occupational and non- YEARS PARTICIPANT'S TABLE13
occupational disabilities. Retirement benefits OF SERVICE AGE PENSION BENEFITS

depend upon age at retirement and number of .
years of credited service. Benefils vest after ten 30 or more 55 or less 65% of the average of the three years of highest salary during
years of plan participation. the employee’s service period.

The Municipality adopted the requirements of 30 or more 58ormore  75% of the average of the three years of highest salary during
GASBS No. 25 for all the tareer employees that the employee's service period.

are covered under the Commonwealth of Puerlo ;
Rico Employee's Retirement System, a multiple- 30 or more B50ormore  75% of the average of the three years of highest salary during
employer public employee relirement system, the employee's service period (employees started working after
established by State Laws. April 1, 1990).

Under the plan, the employees and empioyer portions are contributed, for
which, the employee amount is withheld from salaries. Covered
employees are required by Commonwealth statute to contribute 5.775%
for the first $550 of monthly salary plus 8.275% for the excess of this
amount, or on the alternative, 8.275% of all salary. The Municipality
contributes to the system 9.275% of the participating employee's salaries.

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) eamn a fixed rate based on the
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) eam 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 affer April 1,
1990.

The pension benefit for participants who retire with less than 30 years of
service is computed at the rate of 1:% of their average compensation of
each year of credit service for the remaining years. The System also

29

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

The membership of retirees and beneficiaries currently receiving benefits
and terminated employees entitled to benefits, but not yet receiving
benefits, and active employees and the distribution of aclive employees
between vested and non-vested is not readily available.

Contributions in 2007 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 knawn.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 14 EMPLOYEE'S RETIREMENT PLAN (continuation)

All employees who at the time of employment are 55 years old or less are
eligible to parlicipate in the System. No benefit is payable if the
participant receives a refund of his accumulated contributions. The total
pension expendilures recorded in the calegory of administration for the
current and the previous years are as follows: (See Table 14)

TABLE 14

FisCAL YEAR Law No. 447 SysTem 2000
2007 $129.464 $ 57,673
2006 $131.049 $ 56,882
2005 $131.904 $ 47421
2004 $129,286 $ 31,728

The historical trend information regarding the accumulation of assets and
pension benefit obligation in the ERS is not available. For the len-year
trend information, refer to the separalely issued financial statements of
the ERS as of and for the fiscal year ended June 30, 2007. The P.R.
Retirement Plan Administration provides additional information of the
ERS. They issue a publicly available financial report that includes
financial statements and required supplementary information for ERS, as
a component unit of the Commonwealth of Puerto Rico. That report may
be obtained by wriling to the Administration at PO Box 42003, Minillas
Station, San Juan, PR 00940.

NOTE 15 CONTINGENCIES
A. CLAIMS AND JUDGMENTS

The Municipality is, at present, a defendant in 2 number of legal matters
that arise from alleged improper applicalion of policies and negligence in
the ordinary course of the Municipality’s activities. The legal counsel of
the Municipality has advised that at this stage in the proceedings of
lawsuits he cannol offer an opinion as to the probable outcome.

In addition, the Municipality is a defendant or co-defendant in several
legal proceedings, which are in discovery stage. Certain of these claims
are covered by insurance. Legal counsel with the information currently
available can not determine the final outcome of these claims.

B. FEDERAL GRANTS

In the normal course of operations, the Municipaiity receives grants from
various Federal and State agencies. The grant programs are subject to
audit by agents of the granting authority, the purpose of which is to
ensure compliance with conditions precedent to the granting of funds.
Any liability for reimbursement which may arise as the result of these
audils is nol believed lo be material.

NOTE 16 NET ASSETS RESTATEMENT

Table 15 reconciles the June 30, 2006 Net Assets, as previously reported
to Beginning Net Assels, as restaled, July 1, 2006

NET ASSETS RESTATED Table 15
Net Assels, as Previously Reported,
PTG 02200 8 STl B S i S $15,395,452
Adjusiment to Fixed ASSELS .........cceorrvirvniirnniones (13,703)
Beginning Net Assets, Restated,
ALY 15 2008 1 ssrassssivssisirsaesisscasesssvmsrssasesssenes $15,381,749
NOTE 17 FUTURE ADOPTION OF ACCOUNTING

PRONOUNCEMENT

The Govemmental Accounting Standards Board (GASB) issued the
following pronouncement that does not apply to the Municipality:

GASBS No. 43, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans (Period beginning after December
15, 2006)

GASBS No. 45, Accounting and Financial Reporting by Employers
for Postemployment Benefit Other Than Pension (Period beginning
after December 15, 2007)

GASBS No. 48, Sales and Pledges of Receivables and Future
Revenues (Period beginning after December 15, 2006)

GASBS No. 49, Pollution Remediation (Period beginning after
December 15, 2007)

GASBS No. 50, Pension Disclosures (Period beginning after June
15, 2007)

GASBS No. 51, Infangible Assets (Period beginning after June 15,
2009)

END OF NOTES



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE ~ GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Actual Amounts
Budget Amounts (Budgetary Basis) Variance with
Original Final (See Note A) Final Budget

BUDGETARY FUND BALANCE, JULY 1, 2006...... $ (675,480) § (675,480) § (675,480) § :

Resources (Inflows):

Propeny TaXes ... usaniiminnna i 74,169 74,169 74,169 5
Volume of Business Taxes...........c..c..coovvvvvirnin 291,000 382,316 382,239 (77)
Intergovernmental Revenues...................c......... 7,007,728 7,843,264 7,788,062 (55,202)
License and Permits................cccovvevviieivennennn 55,600 78,438 78,438 &
PENL o R R R 55,000 73,850 79,225 5,375
MISCRNANBOUS: . s R s 168,500 840,456 812,378 (28,078)
Total Resources (Inflows)................ccovune.... 7,651,997 9,292,493 9,214,511 (77,982)
Amounts Available for Appropriation................... 6,976,517 8,617,013 8,539,031 (77,982)

Charges to Appropriations (Outflows):

Mayor and Municipal Legislature...................c..... 946,457 1,106,746 1,169,296 (62,550)
General Government...........c..coevvveveivivecrninens 3,110,654 3,677,614 3,394,499 283,115
Pablic Safatre B b Nl s 574,997 490,802 490,802 -
PUDIICWOIKS.L B vmdeten S L0 W e 1,529,278 2,173,914 2,124,595 49,319
Culture and Recreation..............coovvveevrveeesnrsnns 550,097 571,999 571,999 5
Health and Sanitation.............c..cccccvvvveiivirinns, 394,230 471,797 633,031 (161,234)
Solid Waste Disposal..............ccceuvevivreivennnnnn. 170,000 192,250 . 192,250
Human Services and Welfare...................ooveune. 175,150 206,239 196,238 10,001
Urban Development.............ccccveivevvieeiiiverennnnns 40,000 206,746 206,746 -
Capital QUHAYS.........umawiswmmmsissiosinsii 19,334 28,155 28,155 =
Transfers to Other Funds..........ccoccoeveivevnereennn, 141,800 166,231 166,231 -

Total Charges to Appropriations....................... 7,651,997 9,292,493 8,981,592 310,901
BUDGETARY FUND BALANCE, JUNE 30, 2007.... § (675,480) $ (675,480) $ (442,561) §$ 232,919

See accompanying Notes to Required Supplementary Information.
K}



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTEA Explanation of Differences Between Gudgetary 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 31)..........cceevvreerronsonssosaveerisssassasssss aensssssesssisessessnssnsossonen

Difference — Budget to GAAP;

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

Total Revenues as Reported on the Statement of Governmental Funds Revenues,

Expenditures and Changes in Fund Balance (S8 Page 18)..........c..c.ovurverscevemuersamsamsanssiesiessssensessesens st ses

Uses/Outflows of Resources:
Actual Amounts (Budgetary Basis) "Total Charges to Appropriation” from the

Budgetary COMParison SChedule (SE6 PAgE 31)................cccevrerceueeersssessssesssessosses s sessssssssssssss e

Difference — Budget lo GAAP;
Encumbrances for supplies and equipment ordered but not received are reported

in the year the order is placed for budgetary reporting PUIPOSES... ......cuivueimmissninrins s stssimsnsensnsssssness

Payments of encumbrances of prior year that are expendmres for financial reponng
purposes but are not outflows for budgetary purposes...

Transfers to other funds are outflows of budgetary resources but are not

expenditures for financial reporting PUIPOSES. .......c...veiviviieieeiiiis s n s ces s essars s sarssssessaes

Total Expenditures as Reported on the Statement of Governmental Funds Revenues,

Expenditures and Changes in Fund Balance (See Page 18)..........c.ccciiieriiieaiinoin s smvans s s

NOTEB Explanation of Differences Between Budgetary Fund Balance and GAAP Fund Balance

Budgetary Fund Balance, June 30, 2007 .............ooevemnsuruisreressansscsssssssssssssssssssessessrsnss suesssasssensess

Timing Differences.

Bl T T e O 0 SN %NS o . S L L

Unrestricted Fund Balance, JUNe 30, 2007....... ....cccui i sineissmssssainnsnsss sssspassniesssesssons ansassansdon ss sxnans sebsnsss

END OF THIS SECTION
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General Fund

$ 8,539,031
675,480

$ 9,214,511
$ 8,981,592
(384,696)

465,555
(166,231)

$ 8,896,220
$ (442,561)
290,727
(80,859)

$ 232,693
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTORICO
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

FEDERAL GRANTOR / PASS THROUGH
GRANTOR / PROGRAM OR CLUSTER TITLE

U.S. Depariment of Agriculture:

Pass-Through Administration for the Childhood Care
and Integral Development:

Child and Adult Care Food Program ...

U.S. Department of Housing and Urban Development:

Direct Programs:

Section 8 Housing Choice Vouchers............. T S e

Indirect Programs:

Pass-Through State - Office of the Commissioner
of Municipal Affairs:

State Block Grant Program (SBGP)..........cot cereresemmeeanisssens

Pass-Through State Department of Family:

Emergency Shelter Grant (ESG)............c.ouurr vmmmmassrsemsssisnsse:
Tolal U.S. Depariment of Housing and Urban Development....

U.S. Federal Emergency Management Agency (FEMA):

Pass-Through Slale - Office of Governor Authorized
Representalive (GAR):

Public ASSISIaNt GIANS ... ssessissen,

U.S. Department of Health and Human Services:
Pass-Through Office of the Governor - Elderly Office:

Special Program for Aging, Tile Ill, Part B ..........coeieeucenvenn.

Pass-Through INSEC:

Community Services Block Grant..............cccooeoiiviiiiiiinnns

Pass-Through Administration for the Childhooed Care
and Integral Development:

Head Slart Program ........... A S R R P

Tolal U. S. Depariment of Health and Human Senvices ...........

Subtotal Expenditures of Federal

Awards (Balance Carry FOMWard) ..........cocuummeemssesmssinennes

FEDERAL PASS-THROUGH
CFDA ENTITY IDENTIFYING FEDERAL
NUMBER Numeer EXPENDITURES
10.558 02-CH-9944 § 654,794
14.871 N/AV 201,346
14.228 NIAV 1,165,354 |
14.231 N/AV 32,998
1,399,698
83.544 N/AV 203.7
93.044 N/AV 10,100
93.569 N/AV 30,006
93.600 02-CH-9944 _B6.685.801
6,725,907
9,074,167

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

FEDERAL PAss-THROUGH
FEDERAL GRANTOR / PASS THROUGH CFDA ENTITY IDENTIFYING FEDERAL
GRANTOR / PROGRAM OR CLUSTER TITLE NUMBER NUMBER EXPENDITURES
Subtotal of Expenditures of Federal Awards
(Balance Brought Forward) ........ $9,074,167
U.S. Department of Homeland Securily:
Pass-Through Puerto Rico State Emergency Management Agency:
Hazard Mitigation Grant (HMGP) ......... 97.039 NIAV 36,500
Homeland Security Grant Program 97.067 N/AV 30,000
Total US Depariment of Homeland Secufity................coc....... 66,500
U.S. Department of Transportation:
Pass-Through Puerlo Rico Traffic Safety Commission:
State and Community Highway Safety 20.600 N/AV 1989
TOTAL EXPENDITURES OF FEDERAL AWARDS ........ccocoouniene $9,142,656

See accompanying Notes to Schedule of Expenditures of Federal Awards.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

GENERAL

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activilies of the Municipality of
Orocovis, Puerto Rico. The information in this Schedule is presented in accordance with 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
enlity 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 through 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 resulls of operations.

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

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

D. For the Section 8 ~ Rental Housing Choice Vouchers, the amount presented in the Schedule is the total revenues
received from HUD. This policy is consistent with HUD's interpretation of Accounting Issue #10, which states thal for the
subsidy programs (such as Section 8), the federal awards expended would equal the net ACC subsidy for the PHA's
fiscal period under audit.

FEDERAL CFDA NUMBER

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

PASS-THROUGH GRANTOR'S NUMBER

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

MAJOR PROGRAMS

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

END OF NOTES




CPA DIAZ-MARTINEZ, PSC @

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ENHANCING THE QUALITY OF ACCONTING, AVDITING AND ATTESTATION JERVICES

201 Gautier Benftez Ave.

Consolidated Mall C-31

PO Box 8369

Caguas, PR 00726-8369

Phones: (787) 746-0510 / 746-1185 / 746-1370
Fax: (767) 746-0525
cpadizzmartinez@hotmall.com

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS 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 Orocovis, Puerto Rico

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Municipality of Orocovis, Puerto Rico (Municipality), as of and for the fiscal year
ended June 30, 2007, which collectively comprise the Municipality's basic financial statements and has issued our
report thereon dated December 7, 2007. The report on was qualified because we were unable to obtain sufficient
evidence to certain infrastructure capital assets in governmental activities required by accounting principle generally
accepted in the United States of America. Except as discussed in the preceding sentence, we conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Govemment Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

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

reporting. Accordingly, we do not express an opinion on the effectiveness of the Municipality's intemal control over
financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified certain deficiency in
internal control over financial reporting that we consider fo be significant deficiency.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, fo prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Municipality's ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of the
Municipality's financial statements that is more than inconsequential will not be prevented or detected by the
Municipality's internal control. We consider the deficiency described in the accompanying Schedule of Findings and
Questioned Costs as item 2007-1I-1 to be significant deficiency in internal control over financial reporting.

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

Member of: American Instituto of Certified Public Accountanls (AICPA)

Puerto Rico Soclety of Cerlilied Public Accountants
Ky} Enrolied in the AICPA Peor Review Program Since 1988
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Page 2

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in intemal control that might be significant
deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also considered to be
material weaknesses. However, we believe that the significant deficiency described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality's basic financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards
and which are described in the accompanying Schedule of Findings and Questioned Costs as item 2007-11-1.

We noted certain matters that we reported to management of Municipality in a separate letter dated December 7,
2007.

The Municipality's response to the finding identified in our audit is described in the accom_panying Schedule of
Findings and Questioned Costs. We did not audit the Municipality's response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the management, the Honorable Mayor and Members of
the Municipal Legislature, 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.

|
LA Oroy Wiz, Ac
CPA Diaz-Martinez, PSC
Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2010
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Caguas, Puerto Rico
December 7, 2007
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CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ENHANCING THE QUALTY OF ACCOVNITING, AVDITING AND ATTESTATION JERVICES

201 Gautier Benftez Ave.

Consolidated Mall C-31

PO Box 8369

Caguas, PR 00726-8369

Phones: (787) 746-0510 / 746-1185 / 746-1370
Fax: (767) 746-0525

cpadiazm.rtinez@hotmail com

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

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

Compliance

We have audited the compliance of the Municipality of Orocovis, 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,
2006. The Municipality's major federal programs are identified in the summary of auditors' result section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations,
confracts 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 Stales
of America; the standards applicable to financial audits contained in Govemment Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about the Municipality's compliance with those requirements and performing such other
procedures, as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination on the Municipality's compliance with those
requirements.

In our opinion, Municipality complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the Fiscal Year Ended June 30, 2007. However, the resuilts of our
auditing procedures disclosed other 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 2007-I11-01 through 2007-11-04.

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 expressing our opinion on compliance, but not for the purpose of expressing an opinion on the
effectiveness of intemal control over compliance. Accordingly, we do not express an opinion on the effectiveness of
the Municipality’s internal control over compliance.

Member of: American Institute of Certifled Publlc Accountanls {AICPA)

Puerto Rico Society of Certifled Public Accountants
m 39 Enrolicd In the MGPA Peer Review Program Since 1988
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133
Page 2

A control deficiency is the Municipality's intemal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Municipality's ability to administer a federal program such that there is more than a remote likelihood that a
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will not
be prevented or detected by the Municipality's internal control. We consider the deficiencies in intemal control over
compliance described in the accompanying Schedule of Findings and Questioned Costs as items 2007-111-01 through
2007-111-04 to be significant deficiencies.

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

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

The Municipality's response to the findings identified in our audit is described in the accompanying Schedule of
Findings and Questioned Costs. We did not audit the Municipality's response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the management, the Honorable Mayor and Members of
the Municipal Legislature, 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.

(oA Sy Wunbing | O5C
CPA Diaz-Martinez, PSC
Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2010

Caguas, Puerto Rico
December 7, 2007
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

SECTION | — SUMMARY OF AUDITORS' RESULTS

Financial Statements

Type of auditors' report issued:

Internal control over financial reporting:
® Significant deficiency (ies) identified?
® Material weakness(es) identified?

Noncompliance material to financial statements noted?

Federal Awards

Internal control over major programs:

@ Significant deficiency (ies) identified?
® Material weakness (es) identified?

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

[ Unqualified Opinion
[J Adverse Opinion

B Yes
X Yes

O Yes

Yes

O Yes

Unqualified Opinion

B Qualified Opinion
[ Disclaimer Opinion

[J None Reported
O Ne

X No

[J None Reported
X No

O Qualified Opinion

[ Adverse Opinion [J Disclaimer Opinion
Any audit finding disclosed that are required to be reported
in accordance with Section 510 (a) of Circular A-133? & vYes J No
Identification of Major Programs:
CFDA Number Name of Federal Program or Cluster

93.600 Head Start Program

14,228 State Block Grant Program
Dollar threshold used to distinguish between
Type A and Type B Programs: $300,000
Auditee qualified as low-risk auditee? O Yes No
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

SECTION Il - FINANCIAL STATEMENT FINDINGS

FINDING

CRITERIA

CONDITION

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

NUMBER 2007-11-01

Accounting principles generally accepted in the United States of America require capital
assets to be properly identified, valued and recorded in the Municipality's accounting
records and accordingly, reported in the basic financial statements.

It was noted in our tests of property and equipment records that the Municipality did not
follow policies and procedures in order to account for infrastructure capital assets and to
maintain adequate and updated inventory records. An undeterminable number of
municipal roads have not been identified, segregated and valued by the Municipality.

Municipality has not established adequate internal controls to assure that infrastructure
inventory records are complete and that valuation of such assets is accurate.

Municipality is not presenting all capital assets fairly for financial statement purposes
since infrastructure is not complete and is not properly valued.

We recommend Municipality to take the necessary steps to properly identify and value
all municipal roads and complete its infrastructure inventory records, to present accurate
amounts of all capital assets.

None

During this year the Municipality will contract an engineer in order to perform the
appraisal of all the land related to the infrastructure and other capital assets.

continue
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

SECTION |l - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAM

REQUIREMENTS
NONCOMPLIANCE
CRITERIA

CONDITION

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 2007-111-01

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

INTERNAL CONTROL AND COMPLIANCE
ALLOWABLE COST/COST PRINCIPLES

Code of Federal Regulations, 24 CFR, Part 570 Subpart H, Section 570.482 (f) (6), the
state and its grant recipients must maintain sufficient records to demonstrate the level of
public benefit, based on the above standards, that is actually achieved upon completion
of the CDBG-assisted economic development activities.

We noted in our tests of certification for participants of the Housing Rehabilitation
Assistance Program, that the Municipality does not appropriately document the process
of housing rehabilitation. We found cases that did not document the approval of the
amount assigned for the housing rehabilitation of the participant; in one of these cases
the amount assigned for the participant was not clear. Also, we found a participant’s
record that the standard document prepared by the Municipality to document the
materials received by the participant was signed before the date materials were received
and were requested; also, the document of an intermediate visit indicated that a work
was done, but the materials for it were received after that visit. In addition, we found one
case that the intermediate visit did not have the signature of the participant.

Municipality is not verifying that the required procedures for the approval and
subsequent supervision of the housing rehabilitation are properly documented.

Municipality may incur in unallowable costs if they don't verify that the donations are
used for the purpose established.

We recommend Municipality to establish the internal controls necessary to ensure that
all the process related to the Housing Rehabilitation Assistance Program are properly
documented.

None

The Municipality has established the internal controls necessary to ensure that all the
process related to the Housing Rehabilitation Assistance Program are properly
documented. All files have been check-out to verify that they contain all documents with
the information required.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

SECTION Ill — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAM

REQUIREMENTS
NONCOMPLIANCE
CRITERIA

CONDITION

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 2007-111-02

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

INTERNAL CONTROL AND COMPLIANCE
ALLOWABLE COSTI/COST PRINCIPLES

Code of Federal Regulations, 24 CFR, Part 85, Subpart C, Section 85.20(b)(3), states
that the financial management systems of other grantees and subgrantees must meet
the following standards: Effective control over and accountability must be maintained for
all grant and subgrant cash, real and personal property, and other assets. Grantees and
subgrantees must adequately safeguard all such property and must assure that it is used
solely for authorized purposes.

It was noted in our tests of internal control over the income and cash process, that the
Municipality made unintentional deposits of SBGP funds by the amount of $107,487 in
the Municipality's current operations bank account. This amount was detected and
reimbursed during the preparation of the bank reconciliation.

New Official Collection employee erroneously deposited this amount in the incorrect
account. Inadequate internal control procedures over independent check were
implemented to assure that all revenues are deposited in the correct account.

Municipality deposit Federal Funds in the incorrect account causing an overdraft to the
SBGP account.

We recommend Municipality to establish the internal controls necessary to be sure that
all federal funds are deposited in their accounts.

None

The internal control necessary has been established to ensure that all federal awards are
deposited in their accounts. The Finance Department has appointed an Employee to
give follow-up when federal funds are received to notify the Federal Program Office of
the money received immediately to proceed with payments as required by the Federal
Regulations.

continue
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

SECTION |1l - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAM

REQUIREMENTS
NONCOMPLIANCE

CRITERIA

CONDITION

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

NUMBER 2007-111-03

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

INTERNAL CONTROL AND COMPLIANCE

CASH MANAGEMENT

Code of Federal Conduct, Subpart |, 24 CFR, Section 570.489 (c) (1), states that units of
general local governments shall use procedures to minimize the time elapsing be!wegn
the transfer of funds by the State and disbursement for CDBG activities, according with
Treasury Circular 1075.

In our tests of cash management we noted that Municipality takes from twelve (12) to
seventeen (17) labor days to disburse requested funds since the date they were

received.

Municipality did not maintain appropriate cash management procedures in order to
disburse the received funds in @ minimum time.

Municipality had excess cash balance that did not disburse in a minimum time since the
receiving date.

We recommend Municipality to establish the internal controls necessary to minimize the
time elapsing between the receiving of funds and the disbursement of them.

None

The Municipality of Orocovis established the time elapsing between the receiving of
funds and the disbursement of them.

continue
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

SECTION IIl — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAM

REQUIREMENTS
NONCOMPLIANCE

CRITERIA

CONDITION

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

NUMBER 2007-11l-04

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

INTERNAL CONTROL AND COMPLIANCE
EQUIPMENT AND REAL PROPERTY MANAGEMENT

Code of Federal Conduct, 24 CFR, Section 85.32 (c) (1), states that equipment shall be
used by the grantee or subgrantee in the program or project for which it was acquired as
long as needed, whether or not the project or program continues fo be supported by
Federal funds. When no longer needed for the original program or project, the
equipment may be used in other activities currently or previously supported by a Federal
agency.

We noted, in our tests of equipment management that there were transfer of equipments
acquired between 1993 and 2002 to the Finance, Public Works, and Human Resources
Departments of the Municipality without previous authorization of the pass-through-

agency.

Municipality did not maintain appropriate procedures for the transfer of equipments
acquired with federal funds.

Municipality did not requested authorization of grantor agency for transfer of equipment
to Departments of the Municipality.

We recommend Municipality to establish the internal controls necessary to request
authorization of the pass-through-agency for the transfer of equipment acquired with
federal funds.

None

The Municipality will request authorization of the pass-through agency for the transfer of
equipment acquired with federal funds.

END OF SCHEDULE
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

SCHEDULE OF PRIOR AUDITS’ FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

(1) Audit Findings that have been Fully Corrected:

FISCAL YEAR 2004

Finding Number 04-111-03 Special Tests and Provisions
CFDA Number 14.871

Questioned Cost None

Auditee Comments Systems and procedures were corrected.
FISCAL YEAR 2006

Finding Number 06-111-01 Allowable Costs/Cost Principles
CFDA Number 93.600

Questioned Cost None

Auditee Comments Systems and procedures were corrected.

(2) Audit Findings not Corrected or Partially Corrected:

Finding Number 06-111-02 Allowable Cost/Cost Principles

CFDA Number 14.228

Questioned Cost None

Auditee Comments The internal control has been established to ensure that all the process related to

the Housing Rehabilitation Assistance Program is properly documented as is
established in the Code of Federal Regulations, 24 CFR, Part 570, Subpart H,
Section 570.482 (f) (6).

(3) Corrective action taken is significantly different from corrective action previously reported:

NONE

(4) Audit findings is no longer valid:
NONE

END OF SCHEDULE
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MUNICIPALITY OF OROCOVIS

CORRECTIVE ACTION PLAN FOR THE

SINGLE AUDIT REPORT OF YEAR ENDED JUNE 30, 2007

FINDING RESPONSIBLE MANAGEMENT VIEWS CORRECTIVE ACTION ANTICIPATED
NUMBER INDIVIDUAL PLAN COMPLETION
DATE
07-I1-01 Mr. Rafael Rivera The Municipality of Orocovis, take | During this year, the Municipality | In process
Finance Director the necessary steps to properly | will contract an engineer in order
identify and wvalue all municipal | to perform the appraisal of all the
roads and complete its infrastructure | land related to the infrastructure
inventory records, to present | and other capital assets.
accurate amounts of all capital
assets.
07-1I-01 Mr. Francisco Guevara | The Municipality of Orocovis, | The Municipality has established
Federal Programs Office | establish the internal controls | the internal controls necessary to | January 2008
Director necessary to ensure that all the | ensure that all the process related
process related to the Housing | to the Housing Rehabilitation
Rehabilitation Assistance Program | Assistance Program are properly
are properly documented. documented. All files have been
check-out to verify that they
contain all documents with the
information required.
07-1I1-02 Mr. Francisco Guevara The Municipality of Orocovis, | The internal control necessary has | January 2008

Federal Programs Office
Director

established the internal controls
necessary to be sure that all federal
funds are deposited in their
accounts.

been established to ensure that are
federal funds are deposited in
their accounts. The Finance
Department has appointed an
Employee to give follow-up when
federal funds are received to
notify the Federal Program Office
of the money received




MUNICIPALITY OF OROCOVIS
CORRECTIVE ACTION PLAN FOR THE
SINGLE AUDIT REPORT OF YEAR ENDED JUNE 30, 2007

FINDING RESPONSIBLE MANAGEMENT VIEWS | CORRECTIVE ACTION PLAN ANTICIPATED
NUMBER INDIVIDUAL COMPLETION
DATE
Immediately to proceed with
payments as required by the federal
regulations.
2007-II1-03 Mr. Francisco Guevara | The Municipality established | The Municipality of Orocovis | January 2008
Federal Programs | the internal controls necessary | established the time elapsing between
Office Director to minimize the time elapsing | the receiving of funds and the
between the receiving of funds | disbursement of them.
and the disbursement of them.
2007-I11-04 Mr. Francisco Guevara | The Municipality of Orocovis | The Municipality —will request | January 2008

Federal Programs
Office Director

established the internal controls
necessary to request
authorization of the pass-
through-agency for the transfer
of equipment acquired with
federal funds.

authorization of the pass-through-
agency for the transfer of equipment
acquired with federal funds.




