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INDEPENDENT AUDITORS’ REPORT

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

Ponce. Pucrio Rico

We have audied the accompanying basic financial statements of the governmental activities, the aggregate
discretely presented component units, cach major fund and the aggregale remaining fund information of the
Municipality of Ponce, (“the Municipality™). as of and for the yveur ended June 30, 2008, which collectively
comprise the Municipality’y basic financial statements. as Hsted in the table of contents.  These basic financial
statements are the responsibility of the Muunicipality’s management. Our responsibility is to express opinions on
these Bnancial stateincnts based on our audit. We did not audit the financial statements of Corporacion Patronato
pua ¢f Desarrolle Culwral v Turistico de Ponce, C.D. (“Patronate™), which is shown as discretely, presented
component units.  Those financial statements were audited by other auditors whose report thereon has been
firnished to s, and our opinion. insotar as it relates to the amoeunts included for Patronato. is based on the report of
the other auditor.

We conducted owr audit in accurdance with auditing standards generally accepted in the Umited States of Americu
and the standards applicable to financial audits comained i Government Awditing Standards, 1ssucd by the
Comptrotler General of the United States.  Those standards require that we plan and perfonm the audit w obtain
reasonable assurance aboul whether the financial statements are free of material misstatement.  An audit includes
examiniig, on a test basis, ovidence supporting the amounts and disclosures in the financial statements. An audi
ulso includes assessing the accounting principles used and significant estiniates made by management. as weli as
evaluating the overall financial stalement presentation. We believe that owr awdit and the repott of othar auditor
provide o reasonable basis for our opinions.

In our opinion, the basic financial statements referred to above present fairly. in all material respects, the respective
financial position of the uther covernmental activities, the aggregate discretely presented compoenent units, each
major fund and the aggregate remaining fund information of the Municipality of Ponce as of June 30, 2008 and hw
respective change In financial position and cash flows, where applicable, thereof for the year then ended i
conformity with accounting principies senerally accepted in the United States of America.

As discussed v Note B certain changes and restatements were made to the reporting entity as presented in the
accomnanying basic financial statements,

b aceordunce with Govermnent Auditing Stoassdards, we have alsu issued our reports dated May 14, 2089 on our
consideration of the Municipalily's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations. contracts, and grant agreciments and other matters. The purpose of thal repent
is 1o describe the scope of our testing of internal control over financial reporting and compiiance and the results of
that testing, and not w0 provide an opinion on the internal control over financial reporting or on compliance.  That
report 1§ an ntegral part of an audit perfornied s accordance with Goversment duditing Stanckards and important tor
aszessing the results of our andis.

Rovira Office Park #623 La Ceiba Avenue
Suite 201 Ponce, Puerte Rico 00717-1902
PO Box 10727 Ponce, Puerto Rico 00732-0727




The manapement’s discussion and analysis on pages 3 through 1 s not a required part of the basic fingncial
statemients, but is supplementary information required by the accounting principles generally accepted in the Usited
States of America. We have applied certain limited procedures, which consisted principally of inguires 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 o il

Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Municipality’s basic financial statements. The accompanving schedule of expenditures of tederal awards is
presented for purposes of additional analysis as required by U.S. Otfice of Management and Budget Circular A-133,
Audits of Srares, Local Governments. and Non-Profie Organizations. and 13 not a required past ot the basic tfinancial
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 respecis in relation 10 the basic financial

statemnents taken as a whole. e . N B -
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COHIMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

MANAGEMENT'S PISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Municipality of Ponce (the Municipality). we offer readers of the Municipality’s basic
financial statements this narative overview and analysis of the financial activities of the Municipality as of and tor
the fiscal year ended June 30, 2008. All amounts, unless otherwise indicated, are expressed in mitlions of dolfars.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are intended fo serve as an introduction to the basic financial statements. The
Municipality’s annual financial report is comprised of the following components: 1) management’s discussion and
analysis, and 2) basic financial statements. The basic financial statements consist of a government-wide tinancial
statements, fund financial statements and notes to the basic financial statements.

COMPONENTS OF THE ANNUAL FINANCIAL REPORT

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are comprised of the stutement of ner assets and the statement of
activities, These two statements are designed o provide readers with a broad overview of the Municipality’s
finances using the full accrual method of accounting, in a manner similar to & private-sector business. Al of the
currenl year's reveaues and expenses are taken into account regardless of when cash is received or paid.




COMMONWEALTH OF PUERTO RICO - MENICIPALITY OF PONCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

GOVERNMENT-WIDE FINANCIAL STATEMENTS, Continue

These two statements report the Municipality’s ner assets and changes in them.  You can amalyze the
Municipality’s net assets, as the difference bhetween assets and liabilities, as one way o meuasure the
Maunicipafity’s financial health, or financial position. Qver time, increases or decreases in the Municipality’s net
assets are one indicator of whether its financial health is improving of deteriorating.  However, you will need to
consider other non-financial factors, such as changes in the Municipality's property tax base and the condition of
the roads, to assess the overgll health of the Municipality.

The government-wide financial statements distinguish functions of the Municipality that are principally supported
by Taxes, Capital Grants and Contributions {governmental activities} from other functions that are intended to
recover all or a significant portion of thelr costs through user fees and charges (business-type activities). The
governmental activities of the Municipality include general government, public safety, public works. culture and
recreation, health and welfare, urban development. legal services, education, training and employment, depreciation
and principal plus interest on related long-term debt,

Other kinds of activities of the Municipality are the component units that include from separate legal entities in its
repart. the Port of Ponce (POP). Corporacién Patronato para el Desarrolio Cultural y Turistice de Ponce, C. D.
(“Patronate Castillo Serrallés™) and Corporacién pura ¢l Desarrotlo de fa Zona Eibre de Ponce, C. D. (CODEZO1).
Although legally separate, these “components units”™ are important for the Municipality because are financially
acecountable for themn and your significant importance for us.

The government-wide tfinancial statements can be found on pages 13 to 17 of this report.
GOVERNMENTAL FUNDS

Government funds are used to account for essentially the same functions reported as governmentad activities in the
government-wide financial statements. However, unlike the government-wide financial statements, the
governmental funds financial statements use the modified accrual basis of accounting, which focuses on near-term
inflow and outtlow of spend able resources, as well as on balances of spend able resources available at the end of the
fiscal year. Such information may be useful in evaluating a government’s near-term financial requirements.

The Municipality maintains six individual governments! funds: General Fund , Health and Human Service Grants
{HHS), Workforce Investment Act Grants (WIA), Debt Service, Housing Urban Development Grants (HUD) and
Others Funds. The Others Funds include the Municipal Bank. Information is shown in the balance sheet and in the
statement of revenues. expenditures and changes in fund balances,

Budgetary compartison statements for the general fund and debt service fund are required by law and are included in
the basic financial statements on pages 24 and 25 of this repost.

The governmental funds financial statements can be found on pages 18 w 22 of this report,
NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide additionat information that is essential 1o a full undersianding of the data provided in the basic
fimanctal statements. The notes (o the basic financial statements can be found on pages 26 to 30 of this report.




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

MANAGEMENT'S DESCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

FINANCIAL HIGHLIGHTS

+  The Municipality’s capital assets increased as a result of this year's operations. Capital assets as of June
30, 2008 were $30% 8 miftions. as compared to $273.7 millions in 2007,

« At Rune 30, 2008, the Municipality's governmental funds reported total ending tund balances of $5.24
milions. Capital Projects fund bafance had an ending balance of $9.42 millions.

+  For the vear ended June 30, 2008, the Municipality had total revenues of $163.54 mithons. The general
fund shown revenues by $116.09 millions, which represent 7H% of 10fal reventes.

+ The investment in capital assets. net of related of debt, for this vear was $203.32 millions. The
Municipality uses these assels to provide services to citizens. Although the Municipality’s investment in
capital assets is reported net of related debt. it should be aoted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to liguidate these
Habilities,

Governmental Activities
Net assets of the Municipality’s governmental activities decreased from 310612 millions in 2007 to 594.76
miltions of 2008, Unrestricted net assets, the part of net assets that can be used to finance dayv-to-day operations

withont vonstraints established by debt covenants, enabling legislation or other legal requirements. increased from
approximately $119.34 millions at June 30, 2007 to approximately $136.69 millions at June 30, 2008,

TABLE §

NET ASSETS
Governmental Activities
2608 2607

Current and other assets % 63.98 % 94.02
Capital assets JOR .81 273.69

Total assets 37479 367.714
Long-term debt outstanding 21886 213.00
Other liabililies 60.95 48.39

Total labitities 27981 261.39
Net assets:

Invesied in capital assets, net of related debt 205.32 167.63
Restricted for

Debt services 2.35 151

Capital projects 9.42 3352

Federa) grants 542 6.84

Special purposes 8.18 14.14
Uarestricted {135.71) {119.54)

Total net assets A L 9498 A 06,12




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

MANAGEMENT'S DESCUSSION AND ANALYSIS
FOR THE ISCAL YEAR ENDED JUNE 30, 2008

Components of Net Assets
3G0.00
250.00

$248.3

200.00 :
142008

42007

100.00 $2189

8609

548.6 j

Currant 2nd other assets Capitel assets lang-term debt outstanding Cther fkabilities

sond

.00

Total revenues for the Municipality’s governmental activities increased by $5.4 millions in 2008, without
contempiate the extinguishment of $H) millions recognized in the financial statements of 2007, The total expenses
increased by 526 millions.

Phring the fiscal year the Municipality ook the following major sctions to improve its financial position:

»  The Mayor of the Municipality made various committees to supervising the operations of all departments.
The components of that committee were met, at lease, once per month.  In those meetings the Mayor
recetved various financidl eports, such as, casb-flows statement. budget vs. actual, aging of accounts
payable and & manzgemen! report with the necessary explanations of the cach account variance and the
status of gecounts payable and secrued expenses. The financial decisions of the Mayor were principally
supported by those reports.

+ In the budget regarding the administration, the Municipality received the estimated of expenses by each
department, and the Fmance and Budgel Director and the Mavor performed the evaluation o those
expenses and deteratine the needed of cach one, looking fir the reduction of those unaccessary expenses
without affecting the daily operations,

6




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

MANAGEMENT’ S PHSCUSSTON AN ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Revenues in the statement of revenues. expenditures and changes in fund balances. pages 21 and 22, for the fiscal
years ended June 34, 2008 were as Tollows:

TABLE 2
GOVERNMENTAL REVENUES

Total Revennes

2008 2007
Property tax § 4074 5§ 4348
Municipal license tax 19.70 1978
Sales tax 1553 {643
Rayaltics, Heenses, permits and other local tax 12.45 1847
Charges for services .92 0.78
Fines and forfeitres (146 0,23
Interest 3.95 4.7
Federal Grants and Contributions 38.27 35.37
State Grants and Connbutions 2207 1808
MisceHuneous 9.65 12.67

S..463.34 5. 16176

Taotal

GOVERNMENTAL REVENUES

#2008
4 2007
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COMMONWEALTH OF PUERTO RICG - MUNICIPALITY OF PONCE

MANAGLEMENT'S DESCUSSION AND ANALYSIS
FOR THE FISUAL YEAR ENDED JUNE 36, 2008

REPORTING THE MUNICIPALITY'S MOST SIGNIFICANT FUNDS
Government-wide fipancial siatements

The sement of activities presented on page 17, provide detaiked information about the most sipnificant funds, of
the Mumnicipality.

The principal governmental revenues including, property tax, municipal ficense tax. sales tax and licenses and
permits amounted to $85.82 millions in 2008 and $27.75 millions in 2007,

The Municipality’s governmental funds reported a change in pet assets of $10.31 mallions m 2008 and $30.63
miltions in 2007, Table 3 and 4 shown the principal resourees coliceted by governmental activities:

TABLE 3

GOVERNMENTAL ACTIVITIES REVENUES

General Revenues by Major Sources

2008 2007
Property tas $ 4074 3 4348
Municipal ficense lax 1970 1978
Sales tax 15.53 16.43
Licenses, permits and other local tax Y.83 3.36

Royalties, Licanse
s, Permits and

otheriocal taxes
fir

Properiytaxes
47%




COMMONWEALTH OF PUERTO RHCO - MUNICIPALITY OF PONCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

TABLE 4

GOVERNMENTAL ACTIVITIES

Program Revenues by Mavor Sources

2008 2007
Charges for service $ 2.60 3 2.8t
Operating grants and contributions 46.29 41.88
Capital grants and contributions 2370 2351
Total $ 7259 $ 0820
Charge for

_ service,{ﬂ?ﬁz.s

The cost of all governmentul activilies for the year ended June 30, 2008 was $174.07 millions as compared o
$147.50 millions in prior year. Table 3 below, presents the cost of each of the Municipality’s larpest program
expenses for the fiscal year ended June 30, 2008,




COMMONWEALTH OF PUERTO RICO - MUNICTPALITY OF PONCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

CGeneral governnent

Public safety
Pubhic wiork

Cuiture and recreation
Heaith and welfare
Urban development

Legal services
Education

Training and employment

TABLES

GOVERNMENTAL ACTIVITIES

Total Expenses

Capital outlays - special communities

Capital outlays - projects
Interest on {ong-term dedt

Depreciatinn

interest on lang-term det

Capital Crutlays Special -9

Communities

Training and Emptoyment

.

Legal servicey

Urban develapiment,

2008 2007
$ 68.39 $ 4536
16.21 11,24
22.12 18.92
7.30 718
25.19 2473
3.75 3.51
97 1.29
12.17 12.06
548 3.86
- 2.89
- 274
6.56 8.54
5.92 5.18
$ 174.07 $ 147.50

Generst goverament .

Public sfety

Publle works  *

Cuiture and recreation

10




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED FUNE 36, 2007

Fund financial statements

Ciovernmental funds, as presented in the balance sheet on pages |8 and 19 reporied a total fund balance of $5.03
mitlions in 2008, and %44 .6 mitlions tn 2007,

Also, there are others explanations that have been identified and should be read in conjunction,

= During the fiscal year. the Municipality maintained a revenue trend in property tax due 10 the effort of the
Municipality’s property tax office.

«  State contribufions of approximately $32.1 millions: principaliy include $14.25 millions of Departamento
de Recursos Natwrales y Ambientales, and $10.03 of in liev of tax provided by PR Electrie Power
Authority.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assels
As of June 30, 2008, the Municipality had $371.49 millions tnvested in a broad range of capital assets: including

buildings. parks. roads, bridges. and equipment, see Table 6 below. This amount represents a net increase of $41.04
millions.

TABLE 6

CAPITAL ASSETS
{1n thousands}

Governmental Activities

2008 2007
Land and land improvements $ 96.62 5 78.47
Buildings and improvements 83.12 68.82
Construction in progress 27.04 26.33
Equipment 44.32 41.53
Infrastructure 120.39 115,30
Total 837049 § 33045




COMMONWEALTH OF PUERTO RiCO - MUNICIPALITY OF PONCE

MANAGEMIEENT'S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 36, 2008

infrastructure, $10.4

Equipmant, $44

Constructions in
progress, 527.0

Baildings and improvements increased by approximately 51430 and land and land improvements increased by
$18.15 millions, mainly due to the modernization of Julio . Monagas Park was substantially completed in this
fiscat year. Detailed information about the Municipality’s capital assets is presented in Note 1] to the basic

financlal statements.

Debt

At year-end, the Municipality had $218.86 millions in bonds, notes and other fong-term debts outstanding as
compered to $212.17 millions in prior vear, increased by $6.69 millions, as shown in Table 7 below.,

General and special obligation
Loan gudrantee assistance notes
Advances from CRIM

Other obligations

Inzerest due for accounts sold

Total

TABLE?

OUTSTANDING DEBT
{In thousands}

Governmental Activities

2008 2007
% 11367 § 121.09
4,79 571
71.56 67.86
24.42 14.55%
2.62 2964
8 21886 § 212.17




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

OUTSTANDING DEBT

{in millions}

- $1211
120.00
10000
20.00 3 2008
60.00 W 2007

4000

20.60

The Municipality is required to limit the amount of general obligation debt fo 10% of the total assessment of
property located within the Municipality. for bonds to be repaid with the proceeds of property tax resiricied for debr
services. Other obligations include compensated absences. LIMS refinancing debt, claims and judgments. Detaited
information about the Municipadity’s long-term liahifities is presented in Note 16 to the basic financial statements.

GENERAL FUND BUDGETARY AND ECONOMIC FACTORS HIGHLIGHTS

The Municipality’s elected and appointed officials considered many factors when serting (he fiscal year 2007-2008
budget.

The statement of tevenues and expenditures - general fund - budget and actual in page 24 presented a final budgeted
excess of expendiure over revenues of approximately $%.41 millions.

The original and final budget (General Fund and Debt Service Fund) 2007-08 are presented in pages 24 and 25
providing detailed information to legal compliance.

13




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

CONTACTING THE MUNICIPALITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the
Municipality’s finances and to show the zccountability for the money it recebve. 1t vou have questions about this
report, separately issued components umit’s financial statements. or need additional financial information, contact us
at Municipulity of Ponce, PO Box 331709, Ponge, Puerto Rico 00733-1709.

14




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

STATEMENT OF NET ASSETS
JUNE 30, 2008

ASSHETS

Cash (Notes | and 4)
Accounts receivable, net {Note Ty
Municipal license 1ax {Notes 6 and 9)
Sales tax (Notes 7 and 9)
Loans
Other (Note 9)
Due from local government (Note 1()
Due from federal government (Note 1()
Other assels
Restnicted assets:
Cash and cash cquivalents (Notes { and 4)
Cash and cash equivalents with fiscal agent (Notes | and 4)
Capital assets {Notes L and 11):
Non-depreciable
Depreciable, net of accumulated depreciation

Total assets

Sec notes to the basic financial statements.

Governmental
Activities

$ 6,354,798

333.598
957215
584,364
504,686
4.811.185
8.1 14.688

27.051.827
17.269408

74,946,908
233.859.216

374,787,854

Component Units

Port of Ponee

$ 2068576

155,588

27,892

2,644,339

4,890,495

CODEZOL

0 348040

F13,611

14,816

100,000

99,723

677,189

Patronato

$ 348,795

34,073

27,116

139587
378,066

ORI L ALE L 24T

928,237




COMMONWEALTH OF PUERTO RICO - MUNECIPALITY OF PONCE

STATEMENT OF NIIT ASSETS (CONTINUFE)
JUNE 30, 2008

LIABILITIES AND NET ASSETS

LIABILITIES:
Accounts payable and acerued liabilities (Note 12}
Due 1o other agencies (Now 13)
Due 10 primary povermment
Deterred revenues {Note 13):
Muntcipa license tax
Federal government
Other
Accrued interest
Nom current liahilities (Note 1oy
Due within ane year
Due after ore yedr

Total ltabilitics

NET ASSETS:
Investimeni in capital assets, net of related debi
Restricied for:
Federal grants
I3ebt service
Special purposes
Capital projects
Unrestricted (deticit) net assels

Total ner assets

See noles to the basic financial statements.

Governmental
Activities

b 28.453.4974
H)1L66%.610

16,101 848
4037252
9838
2,376,090

13,446 548
203,410,907

205,315,124

5422023
2351804
B.942 807
9,422 K68
{137.172,920)

§ 94281701

Component Units

Purl of Pance CODEZO], Patronato
b 41.850 3 203,649
§.947
41,856 212,631
FL5,361
635,333 OIS
% L H535.333 S 713,606

i6



COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Net iExpense) Revenoe and
Changes in Net Assets

Program Revennes Primary
Operating Capital _Government Component Linits
Charges Grants and Grants and  Governmental Port of
Functions/T'rograms Expenses for Services  Contributions Contributions Activities Fonce CODELOL, _Patronale
PRINMARY GOVERNMENT
Governmental activities:
General govermment ¥ 6¥.RT2427 £ Tws0515 S 604821.912)
Public satety 16,218,327 [.0349,743 (15,163,584}
Public works 20121,262 8 2602497 5 23703 480 4184715
Cullure amd recreation 7.295.7546 (7,295,756}
Health and welfare 25.193.326 15,145,086 (10,043,248
Urban developiment 3.751.675 5,288,913 1,537,238
Legal services Y7, 164 (971,169}
Fucation 12,171,060 12,626,197 455,137
Traiing and employment 5.476.230) 4230574 11.245.376)
Depreciation 5.924.229 (5.924,229}
Interest 6,336,722 (6,556,722}
TOTAL 2074552203 5 2602497 § 40291338 § 23J0O3AN0 (101954898
COMPONENT UNITS:
Fort of Ponce b FOR2451 § 1 450809 5 (5316423
CODEZ(]. 476,621 253,351 $ {223,070
Patronato 1,324,420 |, 387,571 5 63,151
TOTAL P A TE3A02 & 3,090,731 (531,642 {223,270 63,151
General revenues:
Property tux (Note 5) 30737505
Municipat license tax (Note 6} 19,702,075
Sales tax (Note 7y 15.526.051
Licemses, permits and other Jocal tax 4,854,304
{nterest 3.748.244 49,975 10,503
Other 1,378,651 312148 19,528 18,992
Total general revenues Y0946 %30 9),196 19,428 29495
Change in nel assels {11,008,065) 440,436} (203,440 92 646
Net assets, beginning of year, as previous]y repuried 106.115,744 4,344.251] K38, 775 622,960
Priar period adjustments (Note 231 (835910 -
Net assets, beginning of year. as restated 105,289 830 s
Net assets, end of year 2. 94081762 5. 3903745 & 63543 e 3T L3606

See notes 1 the basic financial stalements.




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2008

Total

Governmental

Funds

6,354,798

333508
957.215
504 684
384364
4,811,185
8,114,688
3.114,679

27.118.300

17.269.434

Workforce
HHS Investment Debt
General Grants Acl Grants Service
ASSETS
Cash (Notes | and 4) S 6.354.79%
Accounts recervable, net
(Notes | and 9):
Municipal license tax 333.59%
Sales tax 657215
Other 423 496 ¥
Loans receivable
Due from local povernment (Note 1() 3.450,748% % 932404 % A2R.033
[Nue trom federal povernment (Note 14)) % 3.363.847
Due from other funds (Note §) 1,313,717 652472 66,109
Restricted cash:
Cash and cash equivalents
(Notes 1 and 4) 23.097.817 172,173
Cash and cash equivalents with fiscal
agent (Notes | and 4) 8.219.823 9019917
TOTAL 44330214 5 4188487 % 994513 § 9447950 &

See notes 1o the basic financial statements.

B070.628 $. 2,106,157

... 09,167,950
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

BALANCE SHEET - GOVERNMENTAL FUNDS (CONTINUIY)
JUNE 30, 2008

Workforce Total
HHS Investment Debt HUD Governmental
General Grants Act Grants Service Grants Others Funds
LIABILITIES AND FUND BALANCE
LIABILITIES:
Accounts payable and accrued
liabilities {Note 12} S 20448188 % 669.601 $ 873,006 % 851432 % 891,752 & 23,733,979
Checks drawn in excess of bank balance 66,473 66,473
Due to other agencies (Note 13) 4 757.617 G11,994 10,669,611
Due o other funds (Note %) 1,986,358 1613 838 576,141 448,338 3. 114,675
General obligations:
Bonds 5 4,726.000 4.720,000
Accrued interest 2.376.090 2.376,049
Deferred revenues (Note 15)
Maunicipal hicense tax 16,101,848 16,101,848
Other 9.838 9,838
Federal government 3,043 825 739,295 254,133 4,037,253
Total liabilitics 48,303 849 3.817.264 939,479 7096090 3.078.862 1.594 123 64 82¢ 767
FUND (DEFICIENCY ) BALANCE:
Reserved for:
Encumbrances (Note 2) 1(,887.610 181,378 1,716,382 12.285.370
Federal grants 371.223 (122,344 4.991,767 5.240.646
Debt service 2,351,860 2.351.860
Special purposes 1.726.424 7.726,424
Capital projects 9,422,868 Y.422.868
Unreserved fund balance _(31,989,537) {704.448) (32.693 98S)
Total fund (deficiency) bulance (3.952.635) 371,223 59,034 2,351 860 4,991,767 511,934 4,333,183
TOTAL $ 44351214 S 4088487 0§ 998SI13 & 0447950 % RO70.629 §2,106157  §_ 69.162.950

See notes 1o 1he basic financial statements.
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

RECONCHLIATION OF THE GOVERNMENTAL FUND BALANCE SHELT TO THE STATEMENT OF
NET ASSETS
JUNE 30, 2008

TOTAL FUND BALANCE - GOVERNMENTAL FUNDS b 3,333,183

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

e Capital assets, net used in governmentad activities are nol currenl financial
resources and therefore are not reporied in the governmental funds balunce sheet 308,806,124

+ Some habiliies including honds payable. are not due and payable in the current

period and therefore are not reported in the funds (Nofe 33 (218857 545)
NET ASSETS OF GOVERNMENTAL ACTEIVITIES 3 4.2 f2

See potes fo the basic financial statements.
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COMMONWEALTH OF PUERTQ RICO - MUNICIPALITY OF PONCE

STATEMENT OF REVENUES. EXPENDITURES, AND CHANGES IN FUND BALANCES - GOVERNMINTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30). 2008

Workforce Total
HHS Fnvestiment Debi HLUD Governmental
General Grants Act Grants Service Grrands Others Funds
REVENUES:
Property rax (Note 5) 5 31,955.461 $ 8,782,044 S HEIITA08
Municipal Hcense tax (Note 6) 16.702.075 19,702 0575
Sales 1ax (Note 7} 15.526,051 15,526,051
Royaltics and others 2,602,497 2,602 497
Licenses, permits and other
local tax Q.8354 3014 0.854.304
Charges for services and rents LITEREY] % 11,582 921.762
TFines and forfeitures 456 890 456,850
Interest 3.432.415 180,064 135.765 1748244
Intergovernmental revenues {Note 14):
Federal grants and contributions 24,674 0% 14333831 % 4,230,874 17,122,496 § 2 54) 846 38.272.724
State contributions 22070414 22070414
Other 9,552,832 30,777 68.039 9.631.698
Total revenues 116,087.793 14,353,831 4,230,874 8,962 108 17300623 2 608,935 163,344, 164
EXPENDITURES:
Cuwrrent:
Geaeral government 36,063,870 56,063 870
Public safety 14,160,716 2.057.611 16.218.327
Public works 22,121,262 22121262
Clulture and recreation 7,205 756 7.295,756
Health and welfare 9,7{H 634 1,722,206 12,634 264 1.135,222 25,193,326
Lrban development 3668178 83,497 37514675
Legal services 471,169 971.169
Education 2071 066 12,17 1.060
Training and employment 5476250 3.476,250
Capital outlays:
Special communities 3,837,808 3.837.808
Projects 36.991,073 36,991,073
Debt service:
Principal FOO.000 A720,000 920.,00¢) €, 34000
Interest ] 1,150,428 5,096,265 310,029 6,556,722
Total expenditures 152,993,716 13,393.266 5476250 6,816,265 17,532,471 3,276,330 202.988.298
Excess (deficiency) of revenues over
expenditures (36,905923) 460,565 {1.245 376} (854,157 {231,848) (667 395) (39444, 134)

See notes (o the basic financial statements.




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS (CONTINUE)
FOR THE FISCAL YEAR ENDED JUNE 30. 2048

OTHER FINANCING SOURCES
{(USES):
Transters in
Transters out
Total other financing sources (uses)

Excess (deficiency) of revanues over
expenditures and other financing sources

FUND BALANCE. July 1. 2007.
As previously reported

PRIOR PERIOD ADJUSTMENTS
{Note 23)

FUND BALANCE. Fuly |, 2007,
As restated

TUND BALANCE. June 30, 2008

See notes to the basic financial stalements.

Workforce Total
HHS Investment Debt HUD Governmental
General Crants Aet Grunts Service Grants Others Funds
22452171 22,452,171
(22,108,150 (300.821) (43,200 (22.452.170)
344021 (300.821} (43,200 -
(36,561,902) 4660565 (1,245.376) 11,154,978y (23 L8458} (710,595) £39.444,134)
33,890,782 34778 1,794 864 3.506.838 5011915 1,364,049 44,603,226
(281.51%) (1241240 (440,454} 211,700 (141,520 (825.509)
32,649,267 {84.342) 1.304.410 3.506.838 5.223.615 1,222.529 43.777.317
$ (3952635 5 371223 559054 5 2350860 F 4991767 % 211,934 § 4333143




COMMONWEALTH OF PUERTO RICO - MUNICHALITY OF PONCE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND

BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NET CHANGE IN FUND BALANCE - TOTAL GOVERNMENTAL FUNDS

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

» Governmental funds report capilat outlays as expenditures. However, in the
statement of activities and change in net assets, the cost of those assets is
alloctted over their estimated usetol lives and reported as depreciation
expense. This is the amoun{ by which capital outlays exceeded depreciution
in the ¢current period.

« Loss on disposition of capital assets reported in the statement of activities,
but do not require including as current expenditures.

o Depreciation expense on capital assets is reponed in the statemenl of

activities, hut do not require the source of current financial resources.

¢ Some Municipality’s long-term Habilities that are not due and payable n the
current period and therefore are not reported in the funds as expendingres:

Increase in property tax advances

Increase i fegal claims and judpments

Increase inn compensated absences

Decrease in LIMS refinancing debt, and interest due for accounts sold
= Increase in interest due to CRIM

» Governmental funds report principal payments on long-term obligations as
expenditures, whereas the principal payments reduce the long-term
obligations in the stitement of activities.

CHANGES IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

See notes o the basic fimancial statements.

(39.444,134)

42,106,261

(5.924.229)

(3,501,091

{6.567,936)

{4,825 644}
373.740
334 970

6,340,000

b _(11.108,068)




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

STATEMENT OF REVENUES AND EXPENDITURES - GENERAL FUND - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Budgeted Amounts

¥ariance with
Final Budget
Positive

Original Final Actual _ __(Negativel
REVENLUES:
Property taxes $ 31,955,461 S 31953461 % 31935461 § -
Municipal Heense tax 21,633,721 21,633,721 19,709,110 (1,924.611)
Sales tax 14,708,567 14,708,367 12,326,066 (2,382 501
Royatties and other 2,481,000 2481,000 2,575,649 94,695
Licenses, permats and other
tocal iaxes 10,060,694 10,060,694 0,008,008 (1.052.5963
Charges for services and rents 1,368,974 1.368.974 2.583.513 1,214,539
Fines and forfeitures 300,000 360.000 456890 136,850
Interest 2.000,000 2.000,000 1,922,222 (77.77%)
Intergovernmental revenues -
federal grant and contribution 150.000 1541000 326,852 176.852
State contributions 13.580.353 13,771,321 14,148,883 377.562
Other revenues 1, 904), 043} 5400000 1.056,134 (4,343,866}
Total revenues 100,138,770 103.829.738 26,068,928 £7,760,810}
EXPENDITURES:
General government 47,130,127 48.065.317 484912546 {847.229
Public safery 11,645,958 12.655,633 13,753.931 (1,0U8,268}
Public works 21.193.094 23.093.0u4 23003415 89.679
Culture and recreation 7113412 7420164 7,286,756 133,408
Heaith and welfare 9.701.634 9,701 634 9,701.634 -
Legal services 1,504,418 1,(143,469 971,169 723088
Debt service:
Principal FOOH00 700,000 FO0,000 -
fnterest 1,150.427 1,150,427 1,150,427 -
Total expenditures 100,138,770 103,829.738 105,479,878 {1.650).14(0
EXCLESS OF EXPENDITURES
OVER REVENUES $ .. S .8 (9410950) $_ (9.410950)

See notes 10 the basic financial stalements,




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

STATEMENT OF REVENUES AND EXPENDITURES - DEBT SERVICE FUND - BUDGET AND ACTUAL
FORTHE FISCAL YEAR ENDED JUNE 30, 2008

Variance with
Final Budgcet

Budgeied Amounts Positive
Qriginal Final Actual {Negative)
REVENLES:
Property taxes $ 9471.76R S 9471.768 S 8354010 S ({1,H7.758;
Tnterest - - [ROO0684 RO, 064
Total revenues §.471.76R G.471.768 8,534,074 ) (837.694)
EXPENDITURES:
Diebt service:
Principal 3674266 3,674,266 4,720,008 FAMS, 734
Interest 5,797,502 5,797.502 5,096,265 (731,237}
Total expenditures 9471768 9471768 9.816.263 344,497
EXCESS OF REVENUES OVER
EXPENDITURES \ - oy - (1282191 5 (1282191

See notes to the hasie financial starements.




COMMOUONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

1. ORGANIZATION AND SUMMARY OF SEGNIFICANT ACCOUNTING POLICIES

The Municipality of Ponce. {“ihe Municipality™ wus founded in 1692, The Municipality's government
systemt consists of un execufive and legislature body. A Mayor and sixteen {16} members of the Municipal
Legislature who are elected for a four-vear term govern the Municipality.

The Municipality provides a full range of services for its citizens. These services include public safety, public
works. culture and recreation, health and weltare. community developments, education, and other miscelianeous

SETVICCS.

Summary of sigrficant accouniing pulicies

The accounting policies and financial reporting practices of the Mundcipality conform e accounting priaciples
generally accepted in the Uniled States of America ("GAAP™} as applicable 1o governmental units,

i June 1994, the Governmental Accounting Standards Board {"GASBY) issued Statement No. 34: “Hasic
Financial Statements - and Managemeny's Discussion and Analvsis — for State and Local Governmenes™,
(GASB No. 34). This statement, known as the Reporting Mode!, provides for the most significant change in
financial reporting for state and local governments in over 20 years and aftects the way the Municipality
prepares and presents financial information. The Statement was adopted as of July 1, 2001, In addition, w this
Sutement, GASB Statement No. 370 “Busie Financial Statements und Munagement’s Dixeussion and Analysis
fowr State und Local Governments: Omnibiy ™, and GASB Statement No. 38: “Certuin Financial Stutement Note
Biselosures ™ have been adopted and are reflected in these financial statements.

These basic financial statements present the Municipality und s component units.  As defined by GASB
Staternent No. 14, as amended by GASB Statement No. 3Y. component units are entities that are legally
separate organizations ihat are include in the Municipality’s reporting entity because of the significance of
their operating of financial relationship with the Manicipality by the nuture and significance of the relationship
between the entity and a primary goveroment.

The following discretely presenled coniponent units are in the basic linancial statemerits:

- Port of Ponce (“POP™) was formed as a resull of an Ordinance No. 258 {Series 19113, dated November 20,
F911, and coacted by the Executive Council of Puerfo Rico, which granted the Municipality authority o
construct, mainlain and operate a pier, on the shore of the Ponce Harbor, The operations of the port facifities
are financed principatly through charges (o users.

- Cerporacién para el Desarrollo de la Zona Libre de Ponce, C. D. (“CODEZOL™) was incorporated on
September 25, 1997, as special municipal development nonprofit corporation for develop international
commerce principally between Europe. Caribbean zone. North. South and Central America through Foreign
Trade Zone (License FTZ No. 163). Municipal Legisiature authorized the creation of a special corporation on
Resotation No. FS (Series 1992933

- Corporacién Pafronato para el Desarrolle Cultural y Furistico de Ponce, €. D). (“Pafronato™) was
incorporated on Juby 28, 1995, as special aonprofit corporation for conservation, protection and development
of a museum on Castillo Serralles and Cruceta Bl Vigia de Ponce, which are Municipality’s buildings. in
February 2002, the Municipality signed s proxy confract with Patronato for custody of these municipal
properties for which receive a monthly administration fee for operation of musesm. Municipal Legislature
authorized the creation of a special corporation on Resolution No. 174 {Series 2001-02},
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ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continue

Separate fimancial siatemenis of the individual componenl units can be obtained from theit respective
administrative offices.

PPort of Ponce

Road 10 finat

Playa de Ponce

Ponce. Puerto Rico (0731

Corporacian para ¢ Desarrolio de la
Zona Libre de Ponce, C.D. {CODEZOL)
Avenida Santizgo de los Caballeros No. |
Ponce, Puerto Rico (0731

Corporacion Patronato para el Desarrolle
Cuitural v Turistico de Ponce, C, B, (Patronato}
El Vigia Street No. 17

Ponce, Puerto Rico 00730

Government-wide and fund tinancial siatements

Government-wide financial statements (the statement of net assets and the statemem of aclivities) report
information of all of the nonfiduciary activities of the primary government and #ts component units.  For the
mont part, the effect of interfund activity has been removed from these government-wide financial statements,
Governmental activities, which normally are supported by taxes and ntergovernmental revenue, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for support,
Likewise, the primary governament ix linancially accountzble. The Municipality’s activitics are considered
governmental type. The statement of net assets presents the reporting entities” nonfiduciary assets and labilities,
with the difference reported as net assets. Net assets are reported in three categories:

Py Invested in capital assets. net of related debt - these consist of capital assets, less accumulated
depreciation and reduced by any outstanding debt that are atfributed $o the acquisition. construction or
improvement of those assets.

23 Restricted net assets - these result whon constraints placed on net asset use are either externaily imposed
by arantors, coatribitors, laws or regulations of other governments or imposed by {aw through
constitutional provisions or enabling legislation.

3} Unrestricted oet assets — these consist of net assets, which do not meet the definition of the two preceding
calegories.  Uhreslricted net assets often are designaled to indicate that management does not consider
them tu be available for general operations. Unresiricted net assets often have constraints on resources
that are imposed by management, buf can be removed or modified.

When both restricted and unrestricted resources are available for use, it is the Muanicipality’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. segment or
component unit are offset by program revenue.  Direct expenses are those that are clearly identifiable with a
specific function, segment. or component unit.  Amounts reported as program revenue include 1) charges to
customers ot applicants for goods, services, Beemses, permits, or privileges provided, 2) operating grants and
contributions, and 3) capital granis and contributions including special assessments.




ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICEES, Continue

Internally dedicated resources are reported as general revenues rather thun as program revenves. Taxes and
other ilems not properly included amonag program revenue are reported instead as general revenue. Resources
that are dedicated internally are repoited as general revenue rather than as program revenue.

‘The fund financiad statements segregate transactions related fo certain functions or activities in separate funds in
order to aid financial management and to demonstrate legal complhiance. These statements present cach major
fund as a separate column on the fund financial statements; all non-major funds are aggregated and presented
a single column as others.

Measuremend focus, basis of accounting and financial slatemeni presentation

The government-wide financial statements are reported using the cconomic resources measurement focus and
the accrual basis of accounting. Revenue is recorded when earned and expenses are recorded when a liability 1
incurred, regardless of the timing of refated cash flows. Property taxes are recognized as revenue in the vear for
which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
have been mel.

Goveramental tund Tinancial statements are reported using the current financial resources measurement focus
and the mudified accrual basis of accounting. Revenue is recognized as soon as it is both mcasurable and
avaifable, Revenue s considered to be available when it is collectible within the current period or soon enough
thereafter te pay Habilities of the current period. For this purpose, the Municipality considers most revenue to
be available if coliected within 60 days after of the emd of the current fiscal peried. Expenditures are penerally
recorded when a liability is incurred. as under accrual accounting. However. debt service expenditures, as well
as expenditures related o compensated absences and claims and judgments, are recorded only when payment is
due. Modifications to the accrual basis of accounting are shown in pages 20 and 23,

Property laxes, franchise taxes, Hcenses. and interest associated with the current fiscui period are all considered
to he susceptible to accrual and so have been recognized as revenue of the current tiscal period. Only the
portion of special assessments receivable due within the current fiscal period is considered to be susceptibie to
acerual s revenue of the current perind. All other revenue items are considered (o be measurable and availuble
only when cash is received by the Municipality.

The Municipality reports the following major governmental fumds:

General fund - Fhis is the operating fund of the Municipality. 1t 15 used to account for all financial
transactions. except those required o be accounted for in another fund.

HUD Grant fund - This fund accounts for revenue sources provided by US Housing Urban Development
Depariment for the development of viable urban communities, decent housing. suitable living environment,
renlal assistance o help very low-income families afford decent. safe and sanitary housing by encouraging
property owners to rehabilitate substandard housing and lease the units with rental subsidies to low income
famities.

Workforce Investment Act Gramt fend ("WIA™) - This fund acconnts for sevenue sources provided by
“Consejo Desarrollo Ocupacional y Recursos Humamss™ ¢pass-through ageney of US Department of Labor)
to help people access the tools they need o manage their carcers through information and high quality
services and to help U. 5. companies find skilled workers.

Health and Human Services Grant fund {"HHS™ - This fund accounts for revenue sources provided by US
Health and Human Services Departraent to provide comprehensive health, educational. nutritional. social and
other services 1o economtically disadvantaged pre-school children so that the children will attain overall social
Cﬂl!’lp{:ﬂ:ﬂ{,‘t’.,

Deht service fund - This fund accounts for the accumulation of resources predominantly for. and the payment
of, principal and interest on long-term general obligation debt of governmental tunds.




ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICEES, Continue

Cush, cash equivalents, and cash with fisval agent

The Municipality's Finance Director is responsible for tnvesting availuble resources. The Municipality is
restricted by faw to nvest only in savings accounls and certificates of deposit with banks qualified as a
depostory of public funds by the Puerto Rico Treasury Bepartment ("PRTD™) or in instruments of the
Government Bevelopment Bank for Puerto Rico ("GIDB™:.  The Municipality’s policy is 1o invest any excess
cash in interest bearing deposits with institutions qualified by the PRTD. Earnings from these funds are
recorded in the corresponding fund.

Cash with fiscal agent in the genera! fund consists of unused proceeds from appropriations from the Legisiature
of Puerto Rico, for the payment of current labilities, and bonds and notes issued for the acquisition and
construction of major capital improvements. Cash with fiscal agenl in the debt service fund represents special
additional property tax collections retained by the Commonwealth of Puertoe Rico and restricted for the pavment
of the Municipality’s debt service, as established by law.

Cash and cash equivalents of the component umts are maintained in separate bank accounts, from those of the
primacy government. in their own names.

The Municipality considers ail investments with an original maturity of three months or less to be cash
equivalents.

Restricted assets

Funds set aside by the goveramental funds for the payment and guarantee of notes and interest payable, bonds
and other specified purposes are classitied as restricted assets since their use is limited for this purpose by
applicable agreements or required by jaw,

Receivables

Accounts receivable are stated net of estimated allowances for uacollectible sccounts, which are delermined,
bused upon past collection experience and current economic conditions, Intergovernmental receivables are
resources provided by goverumental entities that are deemed fully coliectible. The accounts receivable from

nongovernmental customers are net of estimaled uncellectible amounts.

Inferfund receivables and pavables

The Muanicipality has the following types of transaclions among funds:

Operating transfers — Opecating transfers are legally required trunsfers that are reported when incurred as
operations {ransfer-in by the recipient fuad and as operating (ransfer-out by the disbarsing fund. The
operating transfers ares (1) indirect cost reimbursement paid by federal grants to general fund and (2) debt
service's interest revenue provided for operational activities of the general fund as established by state laws,
principalty,

Intra-entily transactions - Transfers between the funds of the primary government are reported as interfund
transfer with receivables and pavables presented as amounts due (o and due from other funds,

Inventores

Generally, inventories are valued at cost and predominantly on the first-in. first-out method.  Governmental
fund inventaries are recorded as expenditures when purchased rather than capitalized as an asser.
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ORGANIZATION AND SUMMARY OF SEGNIFICANT ACCOUNTING POLICEES, Continee

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, pencrally are
followed in the government-wide financial statements to the extent that those standards do not conflict with or
comradict guidance of the Governmental Accounting Standards Board. Governments also have the optioa of
following subsequent private-sector gutdance for their husiness-type activities and enterprise funds, subject to
this same hmitation.  The povernment has elecied not to follow subsequent private-sector goidance. As a
general rule the effect of interfund activity has been eliminated from the government-wade financial statements.

Capital assets

Capital assets, which include land, land improvements, construction in progress, buildings, building
improvements, machinery, equipment, and infrastructure (which is normally real property and of value only 1
the Municipality. such as roads, bridges, streets sidewalks, and drainage system), are reported in the applicable
goverignental activities and component uiits columng in the statement of net assets.

Capital assets purchased or acquired are recorded at historical cost or at estimated historical cost # actual
historical cost is not available. Donated capital assets are recorded at fair market value at the fime of donation.
Additions, improvements and other capital outlays that significantly extend the useful e of an asset are
capitalized. Other costs incurred for repairs and maintenance that do not add value to the assets or materially
extend assets lives, are expended as incurred. The Municipality defines capital assets us assets. which have an
miial, individual cost of 325 or more at the date of acquisition. Such amount has been determined by the Basic
Standards of the Municipalities of Puerto Rico. which is the guide that regulates the Manicipalities. Capitad
assety wtilized in the governmentsl funds are recorded as expenditures in the governmental fund financial
statements. Major outlays for capital assets and improvements are capitalized as projecis are constructed in
sovernmemal-wide financial statements.

The Municipality reviews the carrying value of its long-lived capital assets for possible impairment whenever
events or changes in circumstances indicated that the carrying amount of the assets might not be recoverabie.
Any long-lived capital assets held for disposal are reported at the Jower of their carrying amounts or fair value
{donated assets). The Munieipality has not identificd any significant impairment of #s long-lived assets as of
June 30, 2008,

Depreciation expense is recorded y the governmentab-wide financial statemems, as well as the component
unmits’ financial statements.  Deprecialion in capital assets is calculated on the straight-line method over the
foliowing assets” estimated useful iife:

Useful Life
Buildings and building improvementy 20-30 years
Land improvements 20-30 vears
Machinery and equipment 5-20 vears
fofrastruclure 20-50 years

There s no depreciation recorded for land and construction in progress.

Works of arl and historical treasures

Al June 30, 2008, the Municipality has the following work of art, historical treasures, and similar assets:

o Contro Ceremonial Indigena de Tibes (Period 1200 AC to 1493 AC) - collections have skelerons, charms,
“petrogiifos” and ceremonial park of Taino Indian culture.

s Museo Asntiguo Pargue de Bombas (1882) - collections have pictures, fire equipments, firgman car and
embellishing.

o Museo Castillo Serrallés (1930-1934) - collections have puertornican and international decoralive arts,
Serrallés’ Family objects, documents and machinery of Mercedita Sugar Plantation.
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ORGANIZATION AND SUMMARY OF SEGNIFECANT ACCOUNTING POLICIES, Continue

& Pantedn Naconat Ramén Baldorioty de Castro (1847-2003) - collections show funeral arts of Century XIX,
sculptures and work of arts about “Poncedios Hustres”, pictures and documents about Cemetery history and
rest of remarkable persons as Ramon Baldorioty de Castro. Salvador de Vives and others,

¢ Museo de la Historia de Ponce (Collections period 1206 AG 10 end Century XIX}3 - collections have
documents. pictures. and warks of art that show the evoluhion of City,

¢ Museo Pancho Codmbre {Beginning Century XX) - coliections have memories of baseball plaver Francisco
“Pancho” Coimbee, sport equipment, pictures and gallery of “immortals™ of Ponce’s Spott.

e ity Hall (Century XVHE (o0 XX - collections have Ponce’s former mayors paintings in oil colors, work ars
of Miguel Pou, Azaustre, Manuel Sierra and Julio Ojeda, busts of Juan Ponce de Ledn and Fugenio Marfa
de Hostos,

¢ Public Art {1923-2004) - collections have sculptures installed in Public Parks, avenues and public buildings,

These collections constitute culture patrimony of the Municipality acguired by purchase and/or donutions,
The Municipality take the optivn not capitalized your work of arts and historical treasures by the patrimony

value for tuture generations,

Deferred revenues

Deferred revenue at the governmental fund level arises when potentizl revenue does not meet neither the
“measurable” or the “avatlable™ criteria for revenue recognition in the current perind.  Deferred revenue also
arises when resources are received before the Municipality has a legal claim fo them, as when grant moneys
are received prior incurring the gualifying expenditures.

Reservations of fund balance

Reservations of Tund balance represent portions of fund balances that are legally segregated for a specific future
use. The Municipality has the fullowing reservations of fund balunce:

Encumbrances - Represent [uture expenditures under purchase orders, contracts and other commitments.
These committed amounts penerally will become [iabilities in future periods as the goods or services are
received.

Vederal grants - Represent the reservations of amounts available for specific use under federal grani
programs.

Special purpose - Represent the reservations of amounts available for specific purpose provided by
governmental entibies and others.

Diebt service - Represents net asseis available to tinance future debt service payments.

Capital project - Represent the reservation of amounts to be used for tuture expenditures for capital projects
under contracts and other commitments. The committed amounts generally will become Habilities in tuture
periods as the projects are completed.

Risk financing

The Municipalify carries insurance to cover casually, thefi, tort claims and other losses. Insurance policies are
negotiated by the Puerto Rico Tressury Department and costs are allocated among all the municipalities of
Pucrto Rico. Cost of insurance atlocated to the Municipality and deducted from the gross property tax
coliections by the Municipal Revenue Collection Center {“the CRIM™} for the year ended June 380, 2008
amounted to approximately $2.36 millions.  The cwrrent insurance podicies have not been cancelled or
terminated.  The CRIM also deducted approximately $1.83 millions for workers compensation insuwrance
covering all municipal employees. Settled claims have not exceeded commercial coverage in any of the past
three fiscal years.
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ORGANIZATION AND SUMMARY OF SIGNIFTCANT ACCOUNTING POLICIES, Continue
Long-term debt

The habilities reported in the governmental-wide financial statements include the Municipality’s public
mmprovements bonds. general and special obligations bonds. general and special refunding obligations bonds,
rent bond. foan guarantee assistance aotes, and long-term liabilities including: property tax advances, LIMS
refinancing debt, interest due for accounts sold, legal claims and compensated absences. Long-term obligations
financed by components units are recorded as liabilities in the discretely preseated component usit's column.

Compensated absences

The vacation policy of the Municipality generally provides for the accunuilation of 2.5 duys per month up to
maximum of 60 days. Unpaid vacaton fime accumulated is fully vested to the employees from the tirst day of
work. Employees accanmulate sick jeave at a rate of 1.5 days per month up to a maximum of 90 days. Upon
retirement, #n employee receives compensation for all accumwiated and unpaid feave at the current rate, if the
employee has at least 1O years of service with the Municipality.

On July 1997, state Law 132 supra amended the Article 12,016, Scction b (2} of the Municipa! Faw, authorizing
the Municipality to pay any excess of vacations and sick leave accumulated over the maximum previously
permitted by taw, Calculations must be made until December 31 of every year. Excess of sick leave must he
paid on or before March 31, Excess of vacations can be paid after July 1 of every fiscal year.

Post employment bepefits

Pursuant to (he following Acts: no. 207 of August 13, 1995, no. 40 of June 13, 2001 and no. 157 of June 27,
2003, the Municipality is required to cover annually the 3% increase {cost of hiving allowance) in the
retirement plan of #ts retires employees.  Substantially all of the employees may become eligible for these
benefits if they reach normal retirement age while working for the Munieipality. For the fiscal year ended
June 30, 2008, post employment benefits for 533 retirces amounted t0 $289,583. These benefits are recorded as
expenditures when paid in the general fund.

Use of gstimates

The preparation of 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 disclosure of contingent assets and labilities at the dale of the financial
statements and the reported amounts of revenues and expenditures/expenses during the reporting period. Actual
results coutd differ front those estimates.

Reclassifications to component units’ anounts

Certaint reclassifications have been made to the amounts presented in Lhe component umits’ financial statements
to conform them to the presentation used in the Municipality's basic tinancial statements.
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ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continue

Futwre adoption of accouniing pronouncements

The Governmmental Accounting Standards Board has issued the following statements that have effective dates
after June 34, 2008

Adoption
Required in
Statement Number Statement Name Fiscal Year
49 Accounting  and  Financial Reporting for  Pollution 2008-09
Remediation Obligations
51 Accounting and Reporting for Intangible Assets 20098-10
32 Land and Other Real Estate Held as Investments by 2008-09
Endowment
53 Accounting and Financial Reporting tor Derivative 2000-10
Investments

The impact of these statements on the Municipality's basic financial statements has not yet been determined,

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary contral

The Municipality's annual budget is prepared on the budgetary basis of accounting, which is not in accordance
with GAAP, and represents departmental appropriations recommended by the Mayor and approved by the
Municipal Legislature prior to the beginning of the fiscal year. Amendments to the budget require the approval
of the Municipal Legislature. Transfers of appropriations within the budget, known as Mayor's Resolutions, do
not require the approval of the Municipal Legislature.

The Municipality prepares its annual budget including the operations of the general and the debt service funds.

Revenues and Expenditures - Budget and actual (Budgetary basis). accordingly, include the operations of the
general fund and the payment of general obligations bonds in debt service fund. The amounts approved under
other governmental [unds were excluded since they are recetved and expended vver a period of time. which
generally exceeds the current year.

For budgetary purposes, encumbrance accounting is used. The encumbrances {that is, purchase orders,
comtracts) are considered expenditures when commitment 15 made.  For GAAP reporting purpuses.
encumbrances outstanding at year-end are reported as reservations of budgetary appropriations within GAAP
fund balances and do not constitute expenditures or liabilities on a GAAP basis because the commitments wiill
be honored during the subsequent year. At the ead of the year, the unencumbered batance of any appropriaticas
of the general fund wiil fapse immediately. Appropriations. other than in general! fund, are continuing accounts
for which the Municipal Legiclature has authorized that an unspent balance from the prior year be carried
forward and made available for current spending.  As of Jupe 30, 2008, this commitment amounted to
approximately $2,683.360.

The anaual budger as presented in the accompanying statements of revenues and expenditures - budget and
actual for general and debt service funds (budgetary basis) is the budget ordinance at Tune 30, 2008 representing
the original budget and the amended budget.
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2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY. Continue

Budee /GAAD reconciljation

The following schedule presents comparisons of the legally adopted budget with actual data on a budget basis.
Beeause gccounting principles applied for purposes of developing data on a budget basis differ sigaificantly
from those used to present financial statements in conformity with GAAP, a reconciliation of entity, timing. and
hasis differences in the excess of expenditures over revenues for the vear ended June 30, 2008 is presented
below for the general fund:

General Fund

Excess of revenues over expendilures - budget basis 3 (9.H6.950)

Entity differences:
Non-budgeted revenues 21
Non-budgeted expenses (47

Timing differences:
Prior vear encumbrances recorded as current year expenditures

for GAAP basis (2,181,147
Current year encumbrances recorded as expenditures for
budget purposes L.587.947
Busis of accounting differences - net change (26.794.135)
Fxcess of expenditures over revennes - GAAP hasis $. 136,205 GR3)

Legal Compliance

Article 7003, Law No. 81 of August 31, 1991, amended require that Mayor provide 1o Municipal Legistatore an
annual halanced budgel iodicating: (1) inerest, amortization and retirement public debt, {2} statwtory
obligations, (3} judicial claims payments, (4) any amount o cover prior years deficit, (3) contract commitments
and operational expenditures.  For annual mterest and principal debt amortization, CRIM provides anmual
estimated resources that will be obtain of additional special property tax {municipal} collections.  The
Municipality’s management shows budgetary financial statements in general and debt service funds in
compliance with state law and which are based in annual activity. The legal fevel of budgetary control is af the
individual department level for general fund (Mayor and Legistature funds) expenditures, und annusl principal
and interest dae for the debt service fund.

3. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The governmental fund balance sheet tncludes reconciliation between fund balance-governmental funds and net
assets of governmental activities as reported in the government-wide statement of net assets. One clement of
that reconcilistion expiaing that some liabilities, including boads and notes pavable, are nol due and paysble in
the current pertod and therefore are ot reported in the funds. The details of the approximately $219 millions
differences are as tollows:

Reconciliation liabilities recorded in basic financial statements vs. fund financial statements.

General and speciat obligations $115.672.000
Property tax wdvances 71.362.193
[xan guaraniee notes 4,785.000
Claims and judgments 6,797,936
Compensated absences 15,985,836
LIMS refinancing debis 1,626,090

Tmerest due for accounts sold - CRIM

5 218,837,608
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RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS, Continue

Reconciliution of invested n capital assets, net of related debt:

Total capial assets. net of accumulated depreciation 3 308806124
Deduct:
Bonds payable:
Ordinance (1996-97 Series) 3,395,000
Ordinance (}998-99 Series) P 385000
Ordinance { 2000431 Series} 27145000
Ordinance (2003-04 Series) 47 180,000
Ordinance (2004-05 Series) 10,361,000
Ordinance {2006-07 Series) 9,240,000
Section {08 Loan Guarantee 4. 785000

Invested in capital assets, net of related debt F_208315,124

CASH AND CASH EQUIVALENTS

The Municipality is authorized o deposit its cash and cash equivalents only in institutions approved by the
Commonweakh of Puerto Rico Treasury Department and such deposits should be kept in separate accounis in
the naroe of the Municipality. Such financial institutions should maintain collateral for the cash deposited in
excess of the amounts insuved by the Federal Deposit Insurance Corporation (FDEC) as established by Taw No.
69 of August 4, 1991 “Law regulating the deposits of public funds and to provide about security”™. The
Sceretary of the Freasury Department of the Commonwesaith holds all securities pledged as collateral. The cash
and cash eguivalents deposited in Governmental Development Bank are excluded of the requirements of this
Law and the Municipality does not have g deposit policy about these depesits.  Cash and cash equivalents
consist of interest-bearing accounts, non-interest bearing accounts and certificates of deposits.

Custodial credit risk is the tisk that in the event of bank failure. the Municipality’s deposit may not be
recovered. At year-emd, the Municipality’s has balances deposited in commercial banks amounting to $49
milfion which are insured by the FRIC, generally up 0 a maximum of SICO000. Also those public funds
deposited i commercial Danks are covered by the collateral held by the Commonwealth’s agent in the
Commonwealth’s name,
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5. PROPERTY TAXES

The Municipal Revenue Cottection Center {"CRIM™) of the Commonwealth of Puerto Rico is responsible by
law for the assessment, levy and collection of all real and personal property taxes. The personal property tax is
self-assessed by the taxpayer. The assessment is made in a retwrn, which must be filed with the CRIM by
May 15 of each year. The real property tax is assessed by the CRIM on cach piece of real estate aod on each
huilding. The assessment is made as of January | of each year and is based on estimated current values of the
real property as of year 1957,

The tax on personal property must be paid in full together with the return on or before May 15, The tax on real
property 1s due in two equal installments in July | and January 1, following the assessmeat date. On January
30, 2009 (Ordinance No. 99 2008-2009 Series) the Mavor increased the rates from 8.33% to 9.33% for real
property and from 6.33% w 7.33% for personal property . The composition is as follows:

Rceal Persanal

Basic property 6.00% 4 .00%

Additional special property - state 1.03% 1.03%

Additional special property - municipal 2.50% 2.30%
Discounts made by state to taxpayer {.20%) {.20%)

________ 9.33% _733%

The Municipality's basic property tax raie represents the portion, which is appropriated for general purposes
and accounted for in the general fund.

The additional special property fax - state is collected by the CRIM tor the payment of principal and interest of
general obligation bonds and certain other obligations issued by the state government, The additional special
property tax - municipal is restricted for debt service and retained by GDB for such purposes and it is recorded
as revenue in the debt service fund when collected by the CRIM and reported to the Municipatity.

Residential real property occupied by Hs owner is exempt by law from the payment of property taxes on the first
$E5.000 of the assessed value, For such exempted amounts, the Department of Treasury assumes payment of
the basic tax to the Municipality, except for property assessed at less than 53,300, for which no payment is
made. Revenue related o the basic tax on exempt property is recorded in the General Fund when payments are
received from the CRIM.

Complete exemption from personal property taxes up to an assessment of $30.000 is granted to merchants with
an annug! volume of nef sales less than $150,000.

Prior to the beginning of cach fiscal year. the CRIM informs the Municipality of the estimated amount of
property tax expected o be collected for the ensuring fiscal year. Throughout the year, the CRIM advances
funds o the Municipality based on the inHial estimated collections. The CRIM s required by law w prepare a
settiement statement on 4 fiscal year basis, whereby a comparison is made between the amounts advanced io the
Municipality and amounts actually collected from taxpayers.  This settlement has to be completed on a
preliminary basis not later than three months after fiscal vear-end. and a final settlement made not later than six
months after vear-end. If the CRIM remits to the Municipality property tax advances. which are less than the
tux actuaily coliected, & receivable from the CRIM is recorded at June 30. However, if advances exceed the
amount actually collected by the CRIM, a payable to the CRIM is recorded at fune 38, Total advances from
CRIM as of June 30. 2008, presented as non current fiabilities in the governmeni-wide financial statements
amounted to approximately $71.4 millions of which $3.501,184 pertain to the final liquidation of property tax
advance for the fiscal year ended June 30, 2008, See information regarding property tax claim made by the
Municipality to CRIM in Nowe 16.




PROPERTY FAXES, Coatinue

On June 26. 1997, Public Law Noo 21T was enacted awthorizing the CRIM. among other things, to sell the
property lax receivables reluted to taxpayers who owned property taxes from 1974 to 1996, Such property tax
receivables were purchased by the Public Financing Corporation, a subsidiary of the Governmient Development
Rank of Puerte Rico (GDB) using the proceeds of a bond msuance executed for such purposes. Sawd faw
mapesed the CRIM the obhigation © replace uncolfectible property tax receivables with any valid property tax
receivable or equevalent s money,  Subsequent 1o the approval of the Law and to the sale transaction. it was
detected that a substantial percentage of the receivables sofd were uncollectible.  In order (0 protect the
cconomic damage to the financial structure of municipalities caused by the substitution of uncollectible tax
receivables with sound collectible receivables. on October 11, 2001, Public Law 146 was approved and enacted.

Throueh (his Law. the CRIM was authorized to obtain a loan from any qualified fmancial institntion and pay
advance the outstanding balance of the bonds issued and any related cost incurred for the purchase by the Public
Financing Corporation {a GIB subsidiary) of the tax receivables. 'The loan is being paid by the municipalities
through 4 30-vear long term financing negotiated by the CRIM with GBDB on behalf of such municipalities as
authorized by the indicated Law,

On January 26, 2000, Public Law 42, as amended, was enacted which authorized the CRIM to obtain a loan up
o 5200 millions. and for a term mol exceeding 30 years, © alfow for the financing ot the debt that the
munictpalities of Puerto Rico have with the CRIM arisiog froms final settiernents of property lax advances vs.
actual collectioms through fiscal yvear 2000-2001. The amoants that the municipalites will collect from the
additional property 1axes resuiting from the increases i the subsidy from the central government 1o the
municipalitics wre assigned through this law to repay such loan. The increase in this subsidy was the result of
the Public Law 238, cnacted on August 15, 1999,

MUNICIPAL LICENSE TAX

Municipal Hcense tax is recorded in the fiscal year in which payment is due and. accordingly. represents taxes,
which are due and uncollecled at Fune 36, 2008, The annual Municipal Heense tax is determined based on the
gross income of all commerce and mdustoial orgamzations that have operations in the Municipality. and are
ad totally oF partially exempt under the Tndustrial Incentive Eaw of Puerto Rico,

An annual return of business volume should be filed on or before April |5 of cach vear and payable in two
vqual insallments due on July | and January . A discount of 3% is allowed when full payment is made on or
before April 15, The rates of municipal Hicense in the Municipality are as follows:

Financial institutions - 1.50%. of gross revenues
Other orgamzations -, 30% for annual sales up te $500,000 and, .S0% over such volume

SALESTAX

During the fiscal year ended June 36, 2006, the Menwipal Legislatuee approved the Ordinance no. 76, series
2005-00 establishing a citizenship contribution ol 1%, known as “Tedn tax”, over all transactions of sales of
poods and services made on Ponce’s boundaries. The contribution was effective in July [, 2086, According (o
the Ordinance, these new resources will be principally used in the following activities: improvements in health
services. o cover the increasing in solid waste disposal costs. public construction, security, social weltfare and
maintenance of culture and sport facilities.  On Auvgust 16, 2006, the Municipal Legistature approved the
Ordinance no. 12, series 2006-07 increasing the citizenship contribution to 1.3% effective November |5, 2006,
Pursuant to the provisions of the Law number 80 of July. 29, 2007 and eftective Angust 1. 2007, the citizenship
contribution was uaiformly established in 1.5%. of which 19 will be collected by the Municipalities and the
remaining 5% will be collected by the Tressury Department of the Commonwealth of Puerto Rico. Also, this
Law uniformed the use of the contributior of 1.3% in the following activities; solid waste disposal costs.
recycle. public works and improvements, health services and security services.




8.

INTERFUND TRANSACTIONS

Interfund transactions. which are expected w be repaid on or before June 30, 2010, are as follows:

Amount Purpose
General fund:
Section - Voucher $ 1,008 Reimbursable expenditures
FEMA - George 148 Reimbursable expenditures
Ryan White 33.85%4 Reimbursable expenditures
Homeland 16,174 Reimbursable expenditures
Emergency Sheler 2.483 Reimbursable expenditures
Buliet Proot Vest Partnership 62319 Reimbursable expenditures
CDBG 214.057 Reimbursable expenditures
FEMA Mirtigation {83.250 Reimbursable expenditures
Other 980,384 Retmbursuble expenditures
Total general fund 1513717
HUD grants:
Section § - Voucher 839,292 Reimbursable expenditures
CDBG o3 Reimbursable expenditures
UDAG 20.277 Reimbursable expenditures
Other 1,200 Reimbursable expenditures
Total HUD grants 881,400
HHS grants:
Head Start 651891 Reimbursible expenditures
Ryan White 526 Retmbursable expenditures
Child Care 33 Reimbursable expenditures
Total HHS grants 632472
Other
Municipal bank 356 Reimbursable expenditures
Homeland 110 Reimbursable expenditures
oser 15 Keimbursable expenditures
Totglother 981
WIA 66,109 Reimbursable expenditures

Total advances between funds

Intertund transiers between the general fund and debt service fund of approximately $301.000 represent interest
income received from the additional special property tax bank account. Interfund transfers from WiA Fund amd
HUD Fund to General Fund of approximately $302.000 represent indirect cost recovery. Interfund transfers
from Others 10 General fund of approximately $749,000 represent operational transter.




9,

Gross
Amount
Municipal license tax $_ 352,991
Sales tax S 1059480

10. DUE FROM GOVERNMENT

Local governments:

Governmental Development Bank

Accouns receivable as of June 30, 2008, consist of the folowing:

Corp. Desarrolle Ocupacional de Puerio Rico

Rural Development Corp.
Department of Education
Government Development Bank
Departamento de Recursos Naturales
Other

Total due from lecal government

Federal governments:

Other - FEMA

Other funds - Homeland Security

Other funds - USDA

Other funds - Adquisicion de Viviendas
Other - Traffic Enforcement

Other funds - Bulletproot Best Partnership
Other - Community Program

Other tunds - Homeland Security 1

Other funds - Corps Int Community Grant
HHS Funds - Ryan White

HHS - Head Start

HUD - CDBG

HUD - HOME

HUL - UDAG

HUD - Emergency Shelier

Totat due from federsl government

ACCOUNTS RECEIVABLE - NET OF ALLOWANCE FOR UNCOLLECTIBLE ACCOUNTS

Due from povernment represents grants and contributions due from local and federal governments:

3 428,033
932,404
2,198,769
130.450

14,062
1,073,029
37,438

3 _AR11.183

$ 257214
202.008
1,665
183.250
28.995
3.031
2343
167,735
63,396
283,803
3.080.03%
3.020.238
739.279
61,074
16,532

—b e

$ o R114.688

39




i1, CAPITAL ASSETS
Capital assets aclivity tor the year ended June 30, 2008 was as follows:

Primary Government Balance
Governmental Activities June 30, 2007 increase Decrease

Capital assets not being depreciated:

Baulance
June 30, 2608

Land ) 7,463.561 438.207 § 47903768
Construetion i progress 26334137 $ 33051413 § 32342420 27.043,140
Total capital asscts. not being
depreciated 73799718 33489610 32,342 420 74.946,908
Capital assets, being depreciated:
Buildings and building impravements HR.B15.390 14,301,219 43, 1h.600
Land improvements 300341} 17,708,177 48,711,588
Machinery and equipment, 41,525,868 2.803.48% 3,999 44.323.357
Infrastructure 113.298.692 3.088.305 120.387.001
Total capital assets, being
depreciated 256,643,361 39.901,193 5,999 296,538,553
Lesy accumuiated depreciation for:
Buildings and huilding improvements Y5318 1.251.313 10,404,422
Land improvements 631,800 718,402 1,350,202
Muchinery and equipment 24,747,788 2,047 268 687 26.794.369
Infrastructure 22.223.090 1.607.247 24,130,316
‘Total accumulated depreciation 56,735,796 5524.230 687 62,679.334

Total capital assets, being depreciated.

net 199,887,565 33.976.963 5312 233,859,216
Governmental activities capital assefs,
tet 5 2730687283 35 67466573 $ 2347732 3 308.806,124

The Legislature Assembly of the Commonwealth of Puerte Rico approved the Law No. 337 of September 38,
2004, “Municipatizacion de los Estadios de Ponce, Caguas, Mayagiiez v Arecibo”. This Law establishes.
among other things. that the Recreational and Sporis Department should transfer the ownership title of the

Auditertom Pachin Vicéns and the Paguito Montaner Stadium to the Municipality.

The facilities were

transferred in Outober 5. 2003 at its fair market value. The Ordinance No. 1) (2005-06) authorized the Mayor

to realize this process,
12. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts pavable and accrued Habilities at June 30. 2008 were as follows:

Salaries and

Funds Vendors Benefits TFotal
Ceneral fund % 20448 188 Y - $ 20,448,188
HHS program 424 187 245414 669,60}
WIA program 162,874 71,132 873,006
HUD program KO7.289 44,143 851,432
Other governmental funds 291,752 - 891,752
Total on balance sheet S 22734200 & 999,689 23,733,979
Plus obligation paid with CAE funds 4, 720000

Total on statement of net assets




13, DUE TO OTHER AGENCIES

Due to other agencies at fune 30. 2008 was as foliows:

ASUME b 5404
Internal revenue service 28,7014
Retitement System of the Commionwealth of Puerto Rico 1418091
Puerto Rico Electric Power Authority 2,213.587
Puerto Rico Public Building Authority 2.520,128
CRIM 1.518.812
Puerter Rico Water and Sewer Authority 934,376
Corporacidn Fondo del Seguro del Estado 64.541
US Housing and Urban Development 864,332
US Depariment of Health and Human Services 700.838

Total S 10,669,610

14. INTERGOVERNMENTAL REVENUES
Following is a detail of intergovernmenta! revenues:

Tederal agencies:

1.8, Department of Housing Urban Dovelopment - Home Devolution $ 317,223
11.8. Health and Human - Ryan White 1,727,634
11.S. Health and Human - Head Start 12626197
1.8, Department of Labor - Workforce Investment Act 4,230,874
U.S. Pept. of Housing Urban Development - Emergency Shelter 248,411
U.S. Dept. of Housing Urban Development - CDBG-Entitlement 4,620,561
11.S. Dept. of Housing Urban Development - Section 8 Choice Voucher 9,004 484
U.8. Dept. of Housing Urban Development - Section 8 - Moderate J and I 239,447
1S, Dept. of Housing Urban Development - HOME Investment Partnership 2.679.706
U.S. FEMA 288.821
U.S. Departinent of Agriculture - USDA 951,972
U.5. Department of Housing Urban Development (UDAG) 12,666
LS. Departrnent of Justice - Cops Interoperability Comymunity Grant 178318
LS. Department of Fustice - Homeland Security 702,347
U.S. Department of Urbar Development Municipal Bank (CDBG loans) 357,081
Others 86.982

Total federal agencies S 38272724

State agencies:

Communities Rehabilitations Projects - Special Communities Trust 5 2.199.282
Puerto Rico Department of Natural Resources 5407435
Puerte Rico Electric Power Authority 10,052 443
Subsidy and Lottery of Puerto Rico - CRIM 2,779,417
Reimbursement from the Commonwealth of Puerto Rico of Christmas

honus expenditure 1,288,034
Pianning Board of Puerto Rico 39,600
Rural Development Projects 215.208
(thers 28.995

Total state agencies §_ 22070414
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15. DEFERRED REVENUES

Mugiicipal license tax

‘The deferred revenues of approximately $16.1 mitlions in the general fund related to municipal license tax
collected in fiscal year 2007-08 that will be earned in fiscal year 2008-09,

Federal government

The deferred revenues presented as federal and local government represent the portion of federal grants
approved and/or received for which all applicable eligibility requirements are not met as established by GASB
Stafement No. 33. These were related to the fotiowing federal programs/graats:

Program/Grant description

USDA i3 234,788
Section 8 36,932
CDBG 16,569
Head Start 3.043.825
Home Investment Partnership Recaptures 593,294
Home Devolution 1,616
UDAG 81.884
Municipal bank 4.382
Other grants 14,962

Total S A037.252




16, LONG-TERM DEBT

Boads outstanding as of June 30, 2008 consist of:

1957

19499

2004

2004

2004

2004

2044

2004

general obligation bond due in annual instalhnents of S4HLOX) to $1.220.000,
theough July |, 201 1: with interest ranging from 6.75% to 5.94%

eeneral obligation bond due in anpual installments of $115,000 o $320,000,
through July 1. 2013; with interest ranging from 6.00% t0 6.11 %

general chligation bond due in annual installments of $435.000 to $2,755,000,
through July 1, 2023; with interest ranging from 6.13% 0 5.60%

general obligation bond due in annual instattments of $1.1135,000 to §1,740,000,
through July 1, 2014, with interest ranging from 4.37% to 7.00%

eencral refunding obligation bond due in annual installments of 3200000 to
$750,000, through July 1. 2028: with interest ranging from 2.25% to 5.55%

special refunding obligation boad due in annual instaliments of $250,000 1o
$950,000, through July 1. 2028, with interest ranging from 2.25% 1o 5.55%

special refunding oblication bond due in annual instaflments of $240.000 to
$995.000, through Tuly 1. 2023: with interest ranging from 2.45% o 5.50%

general vbligation bond due in annual installments of $325,000 o $1.250.000,
throwgh fuly 1, 2023 with interest ranging from 1.56% o 6.005%

2004 special obligation bond due in annual instaliments of $85,000 to $335,000, through

2004

006

e

July 1, 2028 with interest ranging from 2.45% 0 5.60%

special obligation bond due in anmualb instalhments of $150,000 to $575.000.
through July |, 2028: with interest ranging from 2.45% to 3.604%

general obkgation bond due in annual instaliments of $204.000 o $963,000,
through July 1, 2028: with interest ranging from 5.37% to 6.50%

general obligation bond due in annual installments of $146.0000 o $948,068,
through July [, 2028: with interest ranging from 3.57% 10 6.50%

Total outstanding bonds

§ 3385000

1.385.000

27. 143400

9,240,000

9.515,008

FLROLO00

10,405,000

13820000

4,030,000

T7.160.000

10.361.000

7,396,000
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16. LONG-TERM DEBT, Continue

208 - 2009

Annual maturity requirements for the general and special obligations bonds are as follows:

Principal

$ 5,810,000

Interest

S 6631022

2009 - 2010 6,262,000 6.239.410
20H0 - 2011 6,709,000 3.887.331
2011 - 2612 5,864,000 5.504.635
2012 - 2017 28.553.000 22.353.152
20472022 33.068,000 13,595 183
2002 - 2027 23.777.000 5.146.848
2027 - 20028 5625000 S68.818

Loan guarantee assistance notes (LGA)

These notes are payabie in annual ageregate principal installments of $540.000 1o $940,000, plus interest rates
which fhuctustes from 8.04% to 8.19%. These notes are guaranteed by the federal government through the Loan
Guarantee Assistance Program and will be repaid from future appropriations to the Municipality's Community
Development Block Grant for Puerto Rico program. The balance as of June 30, 2008 is $8,630,000,

Annoal maturity requirements for the loan guarantee assistance notes are as follows:

Principal Interest

2008 - 2009 5 | 480,000 3 423.003
2004 - 2310 1 080,000 349,945
2010 - 2011 1.085.000 300,697
2011 - 2012 1,090,000 248801
2002 - 20107 2.765.000 358,374
2017- 2022 350,000 47.884
2022 23027 580,000

38,630,000 2. 1728704

The Municipalify is subject to a legal debt margin requirement., which is equal to 10% of the total assessment
of property located within the Municipalify. for bonds payable to be repaid with the proceeds of property Laxes
restricted for debt service. ln addition. before any new bonds are issued, the revenues of the debt service lund
should be sutficient to cover the projected debt service requirement, Total property assessed value at June 30,
2008 amounted to approximately $1.1 biltions. Long-term debt, except for the bonds payable and the lban
guarantee assistance noles, is paid with unrestricted funds.
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16, LONG-TERM DEBT, Continuc

Long-term debt activities for the year ended June 30, 2008 was as follows:

Primary Government Balunce at Payment Increase  Balance al Due within
Guovernmental Activities June 30, 2007 Principal inferest {Decrease) June 30, 2608 One Year
Cieneral obligation honds § T6R92.000 % 4150000 § 4510691 § $ 72742000 & 4150.00G
General refunding obligation

bonds 9.770.000 255 000 514,109 49513000 155000
Special refunding obligations

bonds 22.920.000 713,00 (173,338 22.205.000 713,000
Special obligation bonds 11.510.600 300,600 a14648 14250000 300,000
Loan guardaniee assistance

{1LGA) notes 5,703,000 420,000 ILG0O28 4,785,000 Y20,000

Subtotal 126,797,000 6,340,000 7,132,007 120,457,000 6.340.000
Property tax advance -

CRIM 67,861,009 35000 71362160 806,331
LIMS Relinancing debt - CRIM 2.002.830 373,746 134,662 1.629.000 508 402
Interest duc for accounts sold -

CRIM 2,960,523 334,970 2,625,553 334,970
Clarms and judgment 230,060 65367030 6,797,936
Compensated absences 12,3234 1.063.220 3,725,648 15985836 53668458

Subtolal 853772, 770 1771930 134.662 _ 14794675 98400513 7.106.548
Total fong-term debt S2ALIT4770 % B11L930 5 7260660 § 14,794,675 3218857515 5 (3446548

17, RETIREMENT PLAN

Plan desenptinn

The Empioyee's Retirement System of the Government of Puerto Rico and iis Instrumentalities (ERS) is the
administrator of a cost-sharing multiple-employer reticement system established by the Commonwealth of
Puerte Rico. The ERS was created under the Act 447, approved on May 15, 1951, as amended. and became
effective on January 1. 1952,

ERS covers all regudar full time employees of the Commonwealth of Puerto Rico and its instrumentalities and
of certain municipalities and components unifs got covered by their own refirement’s systems.

Participation is mandatory except for members of the Legislature. Government Secretaries, and Heads for
Agencies and Public Instrumentalities. Assistants to the Governor, the Comptroller of Puernto Rico,
Gubernatorial Board and Committec appointees and Experimental Service Station employees.

ERS provides retirement. death and disability benefits. Disabifity retirement benefits are available t0 members
for occupational and non-occupational disabilities. Rettrement benefits depend upon age at retirement and
number of vears of credited service. Benefits vest after ten years of plan participation.




17. RETIREMENT PLAN, Continue

Members who have attained an age of at least fifty-five (53) years and have completed at least twenty-five (23)
vears of creditable service or members who hiuve attained an age of at least fifty-eight (58) vears and have
conipleted at feast fifty-cight (38) vears and have completed at least ten {10) vears of creditable service, are
entitfed to an annual benefit, payable monathly for life.

The amounis of the annuity shall be one and one-half percent of the average compensation multiplied by the
aumber of years of creditable service up o twenty years, plus 2% of the average compensation muliiptied by
the number of vears of creditable service in excess of twenty vears, In no case the annuity will be less than
$200 per month,

Participants whe have completed at least thirty {30) years of creditable service are entitled to receive the Merit
Annuity. Participants who have not altained fitty-five (85) vears of age will receive 65% of the average
compensation of if they have attained fifty-five (55) years of age will receive 75% of the average compensation.
Disability retiement benefits are available to members for occupational and non-occupational disability.
However. for non-occupational disabilily a member must have at least ten (10} vears of service.

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

On September 24, 1999, an amendment to Act No. 447 of May 15, 1951, which created ERS, was enacted with
the purpose of gstablishing a new pension program (System: 2000).  Employees participating in the current
system as of December 31, 1999, may elect (o stay in the defined benefit plan or ransfer to the new program.
Persons jmaing the Municipality on or after January 2000 will only be allowed to become members of System
2000, System 2000 will reduce the retirement age from 63 ycears 1o 60} for those employees who joined the
current plan on or after April [, 1990

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under this new plan,
there will be u pool of pension assets. which will be invested by ERS. together with those of the current defined
benefit plan. The Commonwealth of Puerto Rico will not guarantee benefits at retirement age. The annuity will
be bused on a formula which assumes that each vear the employee's contribution (with a minimum of 8.275% of
the employee's salary upon o a maximum of 10%) will be invested in ap account which will either: (1) earn a
fixed rate based on the two-year Constant Maturity Treasury Note or, (2) earn rate equal to 753% of the return of
the ERS's investment portfolio (net of management fees), or (3) earn a combination of both allernatives.
Participants will receive periodic account statements similar to those of detined contribution plans showing their
accrued balances. Disability pensions will not be granted under System 2000. The employer's contribution
{9.275% of the employee's salary) will be used to fund the current plan.

Contribution requirements

Commonwealth legislation requires employees to confribute, under a coordination plan, 3.775% of gross salary
up to 56,600 plus 8.275% of gross salary in excess of $6.600 and under a supplementation plan. only avaifable
o Police, Frefighiers and Mayors, 8.275% of gross salary. The Municipality’s contributions are 9.273% of
gross safary., Law establishes contributions’ requirements. The actuarially determived contribution requirement
and contributions sctually made for the year ended June 30, 2008 was approximately $2.8 millions. The
BMunicipality total payroll for all emplovees was approximately $58.03 millions. For the two preceding fiscal
years, the Municipality contributed approximately 33.8 millions for each year, which represented 100% of
required contributions.

Additional information of ERS is presented in the most recent acruarial valuation report for the vear ended

June 30, 2003, a copy of which can be obtained from the ERS, Minillas Station, PO Box 42003, San Juzn. PR
Q040
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8. RISK MANAGEMENT
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+

The Risk Management Division (RMD) of the Municipakity's Legal Department is responsible of assuring that
the Municipality's property is properly insured. Annually, the RMD compiles the information of all property
owned and its respective market valye. After evaluating this information. the RMD submits the data regarding
the Maunicipality's properties 1o the Area of Public Insurance at the Department of the Treasury of the
Commonwealth of Puerto Riwo who is responsible for purchasing ail property and casualty insurance policies of
al} municipalities,

COMMITMENTS

Primary Government

Operating lease

The Municipality leases real property, buidings, vehicles and eguipment under several operating lease
agreements, which generally have terms of one year or less and are automatically renewed for the sume terms.
Rentat expenditures recorded in the basic financial statements for the year ended June 30. 2008, amounted to
approximately $1.3 millions.  Management believes that the summary of the future' minimum rental
commitments under noncanceliable real property and equipment tease with terms exceeding one vear is not
significant.

Construction

The Municipality had commitments at June 30. 2008 of approximately $33.6 millions for the construction,
impraovements., or renovation of several municipal facifitics.

Operating jease

‘The Port of Ponce is the lessor of certain dock and warchousing facitities. Furure minimum rentals receivabie
under such feases at June 30, 2008 are as follows:

Fiscal year
ending fune 30,2008

2009 $ 649209
2010 049 2049
2041 D40 209
20032 O44q 208
2013 549,209

Total $ 4746043

CONTINGENCIES, LIABILITIES FOR CLAIMS AND JUDGMENTS AND OTHER

Contingencies and claims and judements aeainst the Municipality

The Municipality is a defendant it o number of lawsuits arising principally from claims against the
Municipality for atleged improper actions. [t is management’s opinion, based on the advice of the legal
gounsel. that the probable claims against the Municipality not covered by insurance are by the amount of $6.73
mitlions ar June 3, 2008, In addition, in Lhe management’s opindon, based on the advice of the legal counsel,
the possible claims against the Municipality not covered by insurance are estimated in the amount of $6.8
milfions as of lune 30, 2008 and will not affect the financial condition of the Municipality.
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CONTINGENCIES, LIABILITIES FOR CLAIMS AND JUDGMENTS ANI} OTHER, Coatinue

The Municipality participates in a number of federal finuncial assistance programs, funded by the Federal
Government., Expenditures financed by these programs are subject to financial and compliance andits by the
appropriate grantor,  The "Reports on Compliance and Iaterpal Conrrol in Accordance with Government
Auditing Standards and the Requirements of OMB Circular A-133" for the years ended June 30, 2005, 2006
and 20077 disclosed several material instances of noncompliance with applicable laws and regulations and with
internal accounting and administrative controls,

I expenditures are disailowed due to noncomphance with grant programs regulations, the Muonicipality may be
required to reimburse the grantor. Management belteves that the Municipality will be able to comply with the
terms of corrective action plans that may be requested by the federal grantors.  Although, such audits could
generate expenditure disatlowances under the terms of the grants. management believes that any required
reimbursements would not be material,

Primary govermment {itigations and claims in favor of the Municipality

In June 1996, the Ponce Superior Court of the Puerto Rico Court of First 1astance eatered judgment in favor of
the Municipality against several government agencies and the Central Government. Through this judgment.
the Court ordered the defendants to construct gbout 54 projects, which management estimates cost
approximately $160 mitlions. which were included in the Municipal Land Use Plan of the Municipality, and
also ordered the defendants to pay the Municipality damages in the amount of $16.3 millions. The parties
invalved were notitied of the judgment on Iune 26, 1996 and from that date, the amount of the judgment eurns
interest at 5% annuatly. Al defendants to the Circuit Court appealed the judgment and on December 2, 1997
the Circuit Court of Appeals upheld the judement entered by the Ponce Superior Court. However, the Court
modified the damage award and determined that the precise amount of damages to he granted 1o the
Municipality should be determined once the projects covered by the judgment are finished. The Municipality
was denied a reconsideration of this determination and appealed to the Supreme Court in April 1998 with the
purpose, of reinstating the damage award. In December 2000, the Supreme Court entered o judgment in favor
of the Municipality. Since then. management bas being negotiating with the Ceniral Government a work
schedude for the realization of the project and the collection of the damages. During the fiscal year ended June
30, 2006, the Municipatity received approximately $6.6 millions related fo this case.

CLOSURE AND POST CLOSURE CARE COSTS AND LANDFILE OBLIGATIONS

The Municipality owns a landfill, which is used by several municipalities including Ponce and administered by
BFI Industries, the landfill administrator, an independent private entity, under an agreement with the
Municipality. The Municipality is entitled. under the agreement with the administrator, 10 certain revenues,
principally rovalties, resulting from the use of the landfill. For the year ended June 30. 2008, revenues earned
under the agreement amounfed 1o 32.6 miliions and are presented in the aecompanying statement of changes in
net assets and statement of revenue, expendttures and chunges in fund balances,

State and federal laws and regulations require the Municipality to place a final cover on the Municipality's
tandfil site when it stops accepting waste and to perform certain mainlenance and monitoring functions at the
site for thirly years after closure, In accordance with Statement No. 18 of the "GASB", "Accounting for
Municipal Solid Waste Landfill Closure and Post Closure Care Costs”, the Municipality obtained a study of
the activitics that need 10 be implemented at the Municipatity's landfill to guarantee the maximum yield of
available space and 1o comply with applicable state and federal regulations. As of June 30, 2008, the estimated
remaining life was approximately 6.5 vears,
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CLOSURE AND POST CLOSURE CARE COSTS AND LANDFILE OBLIGATIONS, Continue

The Municipality has {formalized an agreement with BFL of Ponce Inc. for the guther, transportation and
disposal of municipal waste for the period of eight (8} years from July 1, 2001 {0 June 30. 2009 Under this
agreement, BFE assume all related costs in the use of the landfill, activities and resources to complete the
services contracted.

The agreement ncludes the extension and amendment of lease of land common and structures known as
“Facilidades del Garage El Tugue” for a period of five (5) vears tfrom July 1, 2004 1o June 36, 2009, In
addition, the contractor s Hable to comply with faws, rules, municipal erdinances. regulations of JCA (Junta de
Calidad Ambientaly and EPA (Agencia Federal de Proteccidn Ambiental). The charge for service amount is
$6.33 by residential unit and payable monthly to the contractor, and services for public housing are be free if
charges. Under this contract, the Municipality is free of liability for closure and post closure costs; theretore,
3N eSCIOW ACCOUNE 1s not required,

SUBSEQUENT EVENTS

During the year ended June 30, 2008, the Municipality of Ponce issues 526,100,000 of Municipal Special
Obligation Bonds (Resolution Noo 345 (2007-2008) June 10, 2008} for the construction and betterments in
varrious prjects, and for the purchases of various properties.  However, the proceeds of this honds issuance
were dishursed in July 2008, The paymenis sousce [or the interest and principal is the Municipal Sales fax
redemption fund.

RESTATEMENT OF 2067 FINANCTAL STATEMENTS

During the fiscal year ended June 30, 2008, the Municipality noted that certain debt between funds had been
overstated or understated as of June 30, 2007 and accordingly. the ner assets at June 30, 2007, a5 previously
reporied, has been decreased by $825,009, A summuary of the effects of the restatements in the fiscal vear 2007-
08 financial statements is as follows:
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23, RESTATEMENT OF 2007 FINANCIAL STATEMENTS, Continue

General HHS WilA HUD Others Total
Corrections in accounting ransactions $ (81515 % (324120 0§ (490454) 0§ 211700 0§ (140,520 & {823,909
Neteffect in fund balance (decrease) increase § (981.515) § . (1244200 §.. 490454y & 211,700 & _ (1415200 %
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INDEPENDENT AUDITORS® REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUIHTING STANDARDS

To the Honorable Mayor and
Municipal Legislature
Municipality of Ponce
Ponee. Puerto Rico

We have audited the financial statements of the governmental activities. the aggregate discretely presented
companent units, each major fund, and the aggregate remaining fund information of the Municipality of Ponce
(the Municipality) as of and [or the year ended June 30, 2008, which collectively comprise the Muricipality. basic
firancial statements and have issued our report thercon dated May 14, 2009 We conducted our audit in accordance
with atditing standards gencrally accepted in the Uniled States of America and the standards applicable to financial
audits contained in Goverament Anditing Standards, issued by the Conptrodler General of the United States.

In ptanning and performing our audit. we considered the Muaicipality’s internai control over financial reporting as
a basis tor designing our auditing procedures for the purposes of expressing our opinions on the financial statements. i
but ot the purpose of expressing an opinion on the effectivencss of the Municipality's intermal control over
iinancial reporting.  Accordingly, we do nuot express an opinion on the effectiveness of the entity's mternal controd
over linancial reporting.

Chur consideration of internal contral over financial reporting was for the limited purpose described in the preceding
paragraph and would not pecessarily identify all deficiencies in internal control over financial reporting that might
be sipniticant deficiencies or material weaknesses. However, as discussed below, we identitied cerain deficiencies
in infernal control over financial veporting that we consider to he significant deficiencies.

A wenntred defiviency exists whew the design or operation of a control does not allow management or employees, in
ithe nortel course of perfurming their assigned functions. to prevent or detect nisstatements on a tmely basis. A
signifivant deficiencr 1s a control deliciency, or combination of control deflciencies, that adversely affects the
Municipality's ubility to initiate, authorize, record. process, or report financial data reliably in accordance with
generatly sceepted s.c.coumng peinciples such that there is more than a remote likelthood 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 deficiencies deseribed in the accompanying schedule of findings
and guestioned costs as items 2008-02 (FSY and 2008-03 (FS) to be significant deficiencies in internal control over
financing reporting.

A material vieokness 1s a significant deficiency, or combination of sighificant deficiencies, that resulls in more than
a remote likelihood that a material misstatement of the fnancial statements will not be prevented or detected by the
Manicipality’s internal controb.

Rovira Office Park #623 La Ceiba Avenue
Suite 201 Ponce, Puerto Rico 00717-1902
PO Box 10727 Ponce, Puerto Rico 00732-0727




Our consideration of the internal contred over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify ail deficiencies in the internal control that might be
significant deficiencies and, accordingly, would notl necessarily disclose ali significant deficiencies that are also
considered 10 be material weaknesses, However, of the significant deficiencies described above, we consider items
20408.01 (FS), 2008-G2 (FS). 2008-03 (5. and 2008-03 (ES). to be magerial weaknesses.

Compliance and other matters

As part of obtaining reasonable assurance about whether the Municipality's financial statements are free of material
misstatement, we performed fests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and matertal effect on the determination of financial
statement amounts, However. providing an opinion on compliance with those provisions was not an olyective of our
audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed instunces of
nencompliance 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 items 2008-01 (I'S), 2008-02 {FS).
2008-03 (FS) and 2008-04 (FS ).

The Municipality. response to the findings tdentified in our audil 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 management, Municipal Legislative Body, others within
the eatity, 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. o I .
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May 14, 2009

License number 200
Ponce. Puerto Rico

Stamp aumber 2433590 was
affixed to the original report.




INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TQ
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

To the Honorzabte Mayor and
Municipal Legslature
Municipality of Ponce
Ponce, Puerto Rico

Compliance

We have audited the compliance of Municipality of Ponce (the Municipality) with the types of complisnce
requirements deseribed in the U8 Office of Management and Budget (QMB) Clrewlar A-133 Complicnee
Suppiement thet are applicable to each of #s major federal programs for the vear ended June 30, 2008 The
Municipality's major federal programs are identifled in the summary of auditors” results section of the
accompanving schedule of findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicsble to each of its major federal programs is the responsibility of the Municipality’s
management. Our responsibility 18 to express an opimon on the Municipality's compliance based on our audit,

We conducted our andit of compliance in accordance with auditing standards generally accepted in the United States
of America: the standards applicable to financial audits comained in Goverimmen! duditing Standards, ssued by the
Comptroller General of the Poited States; and OMB Circular A-133, dwdits of Stutes, Local Goveraments, and Non-
Profir Orgunizations.  Those standards and OMB Circular A-133 require that we plan and perform the audit 1o
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direet and material effect on @ myjor federal program occwrred.  An audit includes
exnanmning. on a test busis, evidence about the Municipality’s compliance with those requirements and performing
such other procedures, as we considersd necessary in the clroumstances. We believe that our audit provides a
reasonable basis for our opinion.  Ow audit does not provide a legal determunation on the Municipahity's
compliance with those requirements,

As deseribed in items 2008-01 (FA}Y thru 2008-44 (FA} in the accompanying schedule of findings and questioned
costs, the Municipality did not comply with certain requirements regarding to allowable costs ” cost principles, cash
management, [Davis Bacon Act, cligibility, equipment and real property management. matching and earmarking,
period of avatlability of federal funds. procurement and suspension and debarment. reporting, sub recipien
moptoring, and special test and provisions that are apphicable to its major federal programs: Head Start (CFDA No
uio0dy HIV bmergency Relizt Project Grant (CFDA - Noo 93914} Community Development Block
Grani Entittement (CFDA No.o 142181 HOME Investment Partnership Program {CFDA No. 14.239), and Section §
Housing Choice Voucher (CFDA No. 14871} Compliance with such regutirements is necessary, in our opinion. for
the Municipality o comply with requirements applicable to those programs.

Rovira Office Park #623 La Ceiba Avenue
Suite 201 Ponce, Puerta Rico 00717-1902
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In our opinton, except for the noncompliance described n the preceding paragraph, the Municipatity complied. in
all material respects, with the requirements referred 10 above that are applicable to each of its major federal
programs tor the vear ended June 30, Z008.

Internal control over compliance

The management of the Municipality is responsible for establishing and maintaining effective internal control over
comphance with the requirements of jaws, regulations, vomtracts and grants applicable o federal programs, In
planning and performing our audit, we considered the Municipality's internal contral over compliance with the
requirements that could have a direct and material effect on @ 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 etfectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the Municipality’s internal control over compliance.

Our consideration of inlernal control over comphance was for the limited purpose described in the preceding
paragraph and would not necessarity identify all deficiencies in the entity’s internal controf that might be significant
deficiencics or material weaknesses us defined below. However, as discussed below. we identified certain
deficiencies ia interpal control over compliance that we consider to be significant deficiencies and others that we
consider to be material weaknesses.

A control deficiency it an entity’s internal control over compliance exists when the design or operation of a control
does not allow munagement or employees. in the normal course of performing their assigned functions, 1 prevent or
detect noncompliatsce with a type of compliance requirement of & federal program on a timely basis. A sigaificant
deficiency is a control deficiency. or combination of control deficiencies. that adversely affects the entity’s ability
administer a federal program such that there is more thun & remote likehhood that nancompliance with a type of
compliance requirement of a federal program that is more than inconsequential will not be prevented or detected by
the entity's internal control.  We consider the deficiencies in internal control over compliance described in the
accompanymg schedule of findings and questioned cost as items: 2008-01 (FA}, 2008-02 (FA), 2008-03 {FA). 2008-
04 (FA), 2008-05 (FA), 2008-06 (FAY, 2008-07 (FA), 2008-08 (FA), 2008-09 (FA), 2008-10 (FA). 2008-11 {FA).
2008-12 (FA), 2008-13 {FA}. 2008-14 (FA} 2008-15 {FA), 2008-16 (FAY 2008-17 (FA), 2008-18 (FA), 2008-19
(FA) 2008-20 (FAY 2008-21 (FAY 2008-22 (FA). 2008-23 (FA), 2008-24 (FA), 2008-25 (FA), 2008-26 (FA),
2008-27 (FA} 2008-28 (FA) 2008-29 (FAY 2008-30 (FAY, 2008-31 (FA), 2008-32 (FA). 2008-33 (I'A), 2008-34
(FA), 2008-35 (FA), 2008-36 {(FA), 2008-37 (FA), 2008-38 (FA). 2008-39 (FA), 2008-40 (FA). 2008-41 (FA),
2008-42 (FA), 2008-43 (F'A), and 2008-44 (FA) to be significant deficiencies.

A material weakness is a signtficant deficiency, or combhnation of significant deficiencies. that results in more than
a remote Jikelihood thal material noncompliance with a type of compliance requirement of a federal program will
mol be prevented or detected by the entity’s internal control. Of the significant deficiencies in internal control over
compliance described in the accompanying schedule of findings and questioned cost. we consider items 2008-01
(FAj), 2008-02 (FA), 2008-03 (FA). 2008-04 (FA), 2008-05 (FA), 2008-06 (FA), 2008-07 (FA), 2008-08 (FA)L
2008-08 (FAY, 2008-10 (FA). 2008-11 (FA}Y 2008-12 (FA), 2008-13 (FA), 2008-14 (FA), 2U08-15 (FA} 2008-16
{FA), 2008-17 (FA), 2008-20 (FA). 2008-21 (FA). 2008-23 (FA), 2008-24 (FA). 2008-25 (FA), 2008-26 (FA),
2008-27 (FA) Z008-28 (FA). 2008-29 (EA), 2008-30 (FA). 2008-31 (FA), 2008-34 (FA), 2008-35 (FA), 2008-36
(FAY 2008-37 (IFA), 2008-38 (FA). 2008-40 (FA), 2008-41 (FA), 2008-42 (FA), 2008-43 (FA), and 2008-44 (FA)
i be material weaknesses.

The Municipality's responses io the findings identified in our sudit are described in the accompanying schedule of

tindings amd questioned costs. We did not audit the Municipality’s response and accordingly, we express no
opinion on i,
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This report is intended solely for the information and use of management. the Municipal Legislative Body. the
federal awarding agencies and pass-through entifies and is not inteaded to be and should not be used by anyone
other than these specified parties.
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COMMONWEALTH OF PUCERTO RICO - MUNICIPALITY OF PONCE

SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Federal Pass through Federal
CDFA Grantor Disbursements/
Federal Grantor/Program Title Number Number Expenditures
U.S. DEPARTMENT OF AGRICULTURE;
Pass through program - Commaoenwealth of Puerto Rico
Educatinn Department - Child and Adult
Care Food Program 10,558 CCC-049 $ 951,972
.S, BEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT:
Direct programs.
Community Development Block Grant (CDBG)

Program, Entitlement Grants 14.218 4,637,129
Emergency Shelter Grants Program 14.231 248411
HOME Investment Partnerships Program 14.239 3033329
Section § Housing Choice Voucher i4.871 G,350,681
Section 8 - Project — Based Cluster,

Lower Income Housing Assistunce Programs:

Section 8 - Moderate Rehabifitation | 14.856 20.981
Section 8 — Moderare Rehabilitation 11 14.836 227273
Tuotal V.S, Departmeni of Housing and Urban
Development _17.5319.804
(.S, DEPARTMENT OF LABOR:
Pass through programis:
Commonwealth of Puerto Rico Pepariment of Labor
(Council of Occupational Development and Human
Resourcesy:
Workforce Invesiment Act Cluster:
Adult Program i7.258 2,266,750
Youth Activities 17.259 1,696,296
Distocated Workers 17.260 1,483,204
Totai U.S. Department of Labor S 476,230

See notes to schedule of expenditures of federal awards.




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS, CONTINUE

FOR THE FISCAL YEAR ENDED JUNE, 36, 2008

Federal Pass through Federal
CDFA Grantor Disbursements/
¥Federal Grantor/Program Title Number Number Expenditures
LS, DEPARTMENT OF HEALTH AND HUMAN
SERVICES:
Direct programs:
Administration for Children, Youth, and Famities —
Head Start 93.600 § 12,171,060
HIV Emergency Relief Project Grants G3.914 1,122,206
Total U.S. Department of Health and Human
Services 13.893.266
LS, DEPARTMENT OF TRANSPORTATION:
Pays through programs:
Commonwealth of Puerto Rico Polwe Enforcement:
Alcohot  Traffic  Safety and Drunk  Triving
Prevention Incentive Grants 20.601 28,995
State and Communily Highway Safety 20,600 2,343
Total U.8. Depariment of Transportation 31.338
U.S, DEPARTMENT OF HOMELAND SECURITY:
Pass through programs:
Commonweslth of Puerto Rico Department of Justice:
Homeland Security Grant Program 97067 534,589
Citizen Corps Program {CERT) 97.053 2,025
Comps Int. Comm. Grant 2005 97.055 2000-LB-PMP 173,318
Homeland Security Tnt. Commercial Equipment 97.035 167,735
Total U.S. Department of Homeland Security 882.667
TOTAL $_. 38755297

Scee notes w schedule of expendifures of federal awards,




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 36, 2008

1. SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal awards is a summary of the activity of the
Maunicipality’s federal award programs presented on the modified acerual basis of accounting in accordance
with accounting principles generally accepled in the United States of America.

2. BASIS OF PRESENTATION
The expenditures in the schedule are included in the Mumicipality’s basic financial stalements.  The

reconciliation of expenditures o the basic financial statements to the schedule of expenditures of federal awards
i3 as follows:

Totat federal expenditures per schedule Expenditures
Federal expenditures per basic financial statements inciuded herem: $.38,755.297
Housing and Urbao Development Grants 5 17.519.804
Health and Homan Services Grants 13,893,266
Waorkforce Investment Act Grants 5.476,250
Others 1.865.977
Total 3 387955297

3. SUBRECIPIENTS ENTITIES (FUNDS PROVIDED)

During the fiscal year ended June 30. 2008, the Munictpality provided the foHowing federal funds to sub
recipient’s entities:

HIV Emergency Relief Project Grants (93.914) § 1,440.796
Community Development Block Grant {CDBG) -
Program Entitiement Grants (14.218) 743,324
Emergency Shelter Grants Program (14.231) 168,284
Total

4, SECTION 108 LOAN PAYMENTS

For the fiscal year ended fune 30, 2008, the Municipality paid the amount of $1.230,028 in principal and interest as
a repayment of Section 108 Loan Guarantee Assistance Notes,
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COMMONWEALTH OF PUERTO RICO ~ MUNICIPALITY OF PONCE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FHOR THE FISCAL YEAR ENDED YEAR JUNE 30, 2008

PART I - SUMMARY OF AUDITORS” RESULTS

4)

5)

6}

I3

8)

9%

The independent auditors” report on the basic financial statements of the Municipality of Ponce expressed
an ungualified opinion.

There were reportable conditions on internal controls over financial reporting,

Instances of material poncompliance with the financial statements of the Municipality of Ponce were
disclosed during the audit,

There were reportable conditions on internal controls over majot programs.

The independent auditors’ report on compliance with requirements applicable to major federal award
programs for the Municipality expressed a qualified opinion.

The audit disclosed findings required 1o be reported by OMB Circular A-133.

The Municipatity major programs were:

. Head Start Program CEFDA No. 93.600
2 HIV Emergency Relief Project Grants CFIIA No, 93914
3. Community Development Block Grant ProgramvEntitlement CFDA No. 14.218
4. HOME Investment Partnership Program CFDA No. 14239
5. 8ection § Housing Choice Vouchers CFDA No. 14.871
6. Workforce Investment Act Cluster:
- Adult Program CFDA No. 17.258
Youth Activities CFI2A No. 17.259
- Dislocated Workers CEDA No, 17.260

A threshold of $1,036,931 was used to distinguish between Types A and B programs as those terms are
defined in OMB Circular A-133,

The Municipatity did not quality as a low-risk auditee as that term s defined in OMB Circular A-133.
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PART I - FINANCIAL STATEMENTS FINDINGS SECTION
fAll of the following findings are considered 10 be reportabie conditions. Those that are material weaknesses
{MW) qre labeled as suchl}

Finding number 2008-6{ (FS) - Operating deficit of general fund

Condition

The Municipality's system of imernal controf relating to the budgeting function does not provide adequate
financial resources in a deficit reserve gecount to amortize the accrued deficit shown in the general fund
tMavor's fund) as required by Law,

Criterja

Articie 7.011. Section (b} of the Autonomous Municipalities Law of the Commonwealth of Puerto Rico of
August 30, 1991 (Law). as amended. establishes. among other things, that; “Provides that accrued deficit in The
Municipality. by public debt, will be amortized in a period of 40 years. The eqguivalent amortization amount
will be established in an expense account in the annuoal budget known as accrued deficit which will be indicated
in the chart of accounts™.

Cause
This accurred because the prior years financial statements did not provide the exact amount applied to this fund
in the general fund although other state and local funds are recorded in this governmental fund for financial

statenients purposes.

Effect

The reserve account budgeted s & control tool for future periods when the resources do not provide a surplus
due to incremental costs for the year.

Recommendation

We recommend it evaluates the adequacy of the pravision for deficit reserve accounts in the next budge: for the
amortization of public debt as recommend by Law. Also, The Municipality’s officers must evaluate the
negative variances between budgeted revenues and actual revenues trend to reduce the budgeted expenses by

department {quarterly allocation processy and to avoid future operational deficits at end of year.

Finding number 2008-02 {FS} — Accounting management system {MW)

Condition

During our tests of the financial accounting system of The Municipalify, we noted that the compulerized
system of accounting does not provide for adequate and effective financial information.  As a consequence, the
finance and budget department personnel should use spreadsheet software for the preparation of the tingncial
statements, resulting in & duplicate etfort for the personnel and could create an involuatary miscalculation. For
example, capital assets and long-term debt analysis were prepared using the spreadsheet software,

Lriteria
Article 8.014, Sections (4} & (b} of the Law, indicates that the accounting management system established in
The Municigality should provide adeguate and effective financial information for management decisions and

in accordance with socounting principles general accepted in the United Swates of America and established by
governmental accounting standard board.
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Finding nuniber 2008-02 (T'8) - Accounting management system (MW}, Continue
Cause

The lack of integration of external accounting resource in the evaluation of the internal sccounting system,
caused that accounting personnel were not adeguately trained w comrect the information provided by the system.

Effect

The lack of training of the accounting personnel for the prepuaration of complex reports, Le. annual tinancial
statements could restrict the adequate response of management in financial public affair issues.

Recommendation
We recommend financial trainings to the accountants in charge in the preparation of financial and

statistical reports to ascertain that the accounting system comply with legal reguirements and
governmental accounting pronouncements.

Finding number 20608-03 (FS} - Municipal ficense tax revenucs (MW)

Condition

Munivipal license tax revenues of the fiscal year 2008-2009, which were collected in advance from taxpayers
hetween January | and June 30, 2008 (known in Spanish as “Palente en Suspenso™). were used by The
Municipality fo cover certain operating costs and cash flows shortages of the general fund incurred during the
fiscal year ended June 30, 2008, Those uncarned revenues coliceted in advance pertain © the general fund’s
operating budget of the fiscal year 2008-2009. could not be used to pay obligations of the fiscal vear 2007-2008
and was not authorized by a municipal ordinance of resolution.

Criteria

Article 80040 of Law No. 81 of August 30, 1991, known as the Amtonomous Municipaiities Act of Puerto
Rico (Eaw No. 81) states that The Municipality cannot use or oblignte any amount in a given fiscal vear that
exceeds the appropriations and the resources authorized by ordinance or resolution for such fiscal year. In
addition. The Municipality cannot be committed, in any form, to any confract or negotiation for the future
payment of amounts that exceed the current fiscal year's budgeted resources.

Cause

The foregoing condition is primarily due to the facts that The Municipality does not prepare cash flows
forecasts and projections to anticipate any cash flows shortage. Management does not have timely and accurate
information regarding its operations and cannot monitor the adherence (o the established budget appropristions

and cash flows,

Etfect

This situation will resuif in possible significant general fund limitations and eventual reduction or elimination of
municipal services since future revenues wili need to be used 1o pay for accumulated Labilities




Finding number 2008-03 (FS) Municipal license tax revenues, Continue

Recommendation

We recommend The Municipality o prepare cash flows forecasts and projections to anticipate any cash tlows
shortages and to avoid using tinancial resources of future fiscal years to cover the operating needs of the current
fiscal year.

We also recommend that annual budgets must be developed using elements of performance-based program
budgeting and zero-based budgeting. and include estimates of revenues and other resources for the ensuing
fiscal year uader laws and regulations existing at the time the budgets are prepared. This provess must ensure
that the operational budget of the general fund is adjusted for uncoliecied budgeted revenues.

Finding number 2008-04 (FS) — Head Start Program

Condition

In fetter dated December 13, 2007, the U8, Department of Health and Human Services request the return of
approximately $637.0¢0 to The Municipality for disallowable costs incurred.  As of the report date. this
amount has increased w approgimately $780,000.  According to the federal sgency, the funds must be from
non-federal sources.

Criteria

45 CFR Part 92, Subpart C, Section 92.20 (b} (1), (2), {3}, The financial management systems of other grantees
and subgrantees must meet the following standards: (1) Financial reperting. Accurate, current, and complete
disclosure of the financial results of financially assisted activities must be made in accordance with the financia)
reporting requements of the grant or subgrant. (2) Accounting records. Grantees and subgrantees must
maintain records which adeguately identify (he source and application of tunds provided for financialiy-assisted
activities. These records must contain information pertaining to grant of subgrant awards and authorizations,
obligations, unobligated balances. asscts. lisbilities, outlays or expenditures, and income. (3} fnternal control.
Effective control and accountability must be maintained for all grant and subgrant cash. real and persenal
property. and other assets. Grantees and subgrantees must adeguately safeguard all such property and must
assure that 1t is used solely for authorized purposes.

45 CIR Part 92, Subpart 13, Section 92.51 (a), (b}, The closeout of a grant does not affect: The Federal agency's
right to disallow costs and recover funds on the basis of @ later audit or other review: The grantee's obligation fo
retusn any funds due as a result of Later refunds, corrections, or other transactions,

45 CFR Part 92, Subpart D, Section Y2.52, (2} Any funds paid to a grantee in excess of the amount to which the
grantee is finally determined to be entitted under the terms of the award constitute a debt to the Federal
Government. H not paid within a reusonable perind after demand, the Federul agency may reduce the debt by:
(1) Making an administrative offset against other requests for reimbursements, (27 Withholding advance
payments otherwise due o the grantee. or (3) Other action permitted by law. (by Except where otherwise
provided by statutes or regulations, the Federal agency will charge interest on an overdue debt in accordance
with the Federal Claims Collection Standards {4 CFR Ch. II). The date from which interest is computed is not
extended by litigation or the filing of any torm of appeat.

Cause

These conditions occurred bhecause of the lack of adequate internal controls and procedures designed o
ascertain compliance with the reguired and an effective supervision over the federal funds received.
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Finding number 2008-04 (FS) - Head Start Program, Continue

Effect

The continued occurrence of this sitwation will result in future instances of noncomplinnce with the
aforementioned federal requirements. TFhis situation will harm The Municipality fiscal condition and the
services rendered to their citizens. By sill delaying to repay The Municipality may in occur in additional
expenses dug to an increase an interest and or penalties atfecting therefore affecting the services render to the
citizen. The agency may submit this claim to the U.S, Department of fustice and ‘The Municipality can lose
their federal funding in upcoming vears,

Recommendation
We strongly recommend that The Municipality return the funds as soon as possible to avoid future interest
costs or other reprimand. We also recommend that The Municipality should adopt the necessary internal

controls and procedures to ascertain that it is in compliance with these federal requirements, including adopting
the necessary procedures to ensure the payment to this federal financially assisted program.
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PART IH - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

(AH of the following findings are considered to be reportable conditions. Those that ure putteria] wedknesses
(MW} are labeted as suclt. A fetier af tie end of the finding ttle referred o the type of complianee reguirenent
as per OMB Circutar A-133 Complianee Supplement ),

FEDERAL PROGRAM - HEAD START (CFDA No. 93.608)

REQUIREMENT — COMPLEIANCE AND INTERNAL CONTROL

Findige Number 2008-01 (FA) - Allowable Costs/Cost Principles (8) (MW)

Condilion

We have performed audt procedures to forty (400 vouchers and six (6) payrolt disbursements and noted the
folfowing exceptions:

. Inone{i)purchase order. we noted that the officer who signed ss Coordinator Buying Officer is the same
person who signed as the Budget Director. There was no segregation of dutics.

2. Inone (1} voucher of payment. we noted that the total hours worked that indicales the mvoice I8 incorrect.
The Program paid forty-seven hours and ouly work forty-tive hours. The payment process will be due fur
$1.75.00 and should be $1.125.00. The Municipality paid $30.00 which were no allowed.

X Iatwo (2) payments of payroll. we noled that the Program will pay the employee less than the amount
mdicated. The employees worked all labored hours and the program reduce days. When the first working
day of the employee is Monday and his contract begins the same day. The Mumicipality discount Saturday
and Sunday before the effective date of the contract. The Program ondy can deduct the employee working
days because they are salaried eniployecs.

4. Inmine (93 vouchers the concept of payment indicating in the dishursement is mcorrect.
Criteria

45 CTR Part 92, Subpuart B, Section 92,14, The funds provided under this part shall be administered in
compliance with the standards set forth in part 87, 453 CEFR Part 92, Subpart C, Section 82,20 ¢(b}(2). (b) (3}, (b}
(6}, Aceounting records. Cirantees and subgrantees must maintain records which adequately identify the source
and application of funds provided lor financially-assisted activities. These records must contam information
pertaining to grant or subgrant awards and authorizations, obligations, unobligated balances, assets, liabilities,
outlays or expenditures, and ncome.  Allowuble cost. Applicable OMB cost principles. ggency program
regulations. and the terms of grant and subgrant agreements will be followed in detcrmining the reasnnableness,
allowabitity, and allocability of costs. Sanrce docameniation.  Accounting records niast be supported by such
source documentation as cancelled checks, paid bills, payroils, time and attendance records, contract and
subgrant award documents, efc.

45 CFR Part 134, Subpart D, Section 130031, (@), (1) Personal Policies.  Written policies. grantee and
delegate agencies must establish and implement written personnel pohcies for staft that are approved by the
Poliey Council or Policy Committee and that are made avadable to all grantee and delegate agency staff, At a
mininuam. such policies muost include: Descriptions of each staff position, addressing, as appropriale, roles and
respoasibilities, retevant qualifications, salary range, and emplovee benefits {see 45 CFR 1304 SHCy and (d))
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Finding Number 2008-01 (¥A]} - Allowable Costs/Cost Principles (B} (MW}, Continue

L ause

The Program did not maintain an etfective control over purchase order avthorizations and supporting documents
of voucher. In addition, the Human Resources Department considers Saturday and Sunday fo determine the
hours and working days. When an employee starts working on the first day of the week, the Human Resource
Depariment has adopted by use and custom deducted from their pay the first Saturday and Sunday
corresponding 1o the semi-monthly,

Effect

The lack of effective internal comrol over disbursement and lack of payroll personal written policies represents
that The Municipality is not in compliance with laws and regulations concerning disbursement procedures.

Recommendation

The Municipality should evaluate s internal controls over dishursement and estabiishing written policies on
the payroll and ascertain that comply with applicable laws and regulations. We recommended disbursement
policies and procedures are developed and impiemented to ensure vendor information is accurate and complete,
in addition, should follow it internal control to ensure adequate segreganon of duties i3 maintained.

Questioned Cost

330

Finding Number 2008-02 (FA} - Cash Management (CY (MW)
Condition

e our drawdown test over forty two (42} dishursements, we noted the following exceptions:

£, Two (2) checks do not appear in the register control check that Is where the Program specifies the date on
which they are mail. the date, and signature of the persoa who collected it i person,

2. One (1) check prepared without evidence of pickup or mail date by the supplier which aveid corroborate
iime elapsing payment procedures. according of these we couldn’t evaluate the cash management
compliance requirement.

3. One {13 check was delivered to the supplier or participant more than three (31 days of the next workday
atter the funds were deposit in the bank account,

4. Five (5} cash requests did not include the signature of the Officer Program who prepared the request.
3. TFwenty (207 cash requests did not include the signature of the Otficer Program who verifies the request.

6. In the following reguest for funding, the Program requests the incorrect smount. The amount of the
requests for funding and supperting documents does not agree. The Program requests more tunds that the
immediately need:

- Cash request on October 9, 2007 lor 331640831, the correct amount was for $310.408.332.
Funding request in excess for $6,000.00 was not reconciled and or corrected in the next request.

-~ Cash request on July 20, 2067 for $533.234.09, was duplicated, because had been requested in the

cash request made on June 28, 2007 for $105,716.28. Funding request in excess for $53,234.09
was not teconcited and or corrected in the next request,
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Finding Number 2008-02 (FA} - Cash Manugemeat (C} MW} Continue

Condition

—  Cash request on June 16, 2008 for $48934.73 and the correct amount was for $23.194.73.
Funding request in excess for $25.740.00 was reconciled in the next requests.

—  Cash request on June 9, 2008 for $160,366.17, the correct amount is $157.336.17. Funding
reguest it excess for 3.23000 was reconciled in the next requests.

7. During owr audit of program bank reconciliations account number 071-G36938, we noted that the cash
halance shown higher average monthly cash balance over $47 400, as follows:

—  July 2007 - $54,133.04

—  September 2007 - 548,291 .53
~  Qctober 2007 - 360.262.09

—  November 2007 - $37.103.73
~  January 2008 - $55,346.94

- Apri 2008 - 5283.889.49

- May 2008 - 34949361

8. During ouwr audit of program bank reconciliations account number 071-036938, we noted differences
belween the hook balance and bank reconciliation in the following months:

- May 2008
- June 2008
Criieria

45 CFR Part 92, Subpart C. Section 92.20 tb) (3% hwernal controf. Effective control and accountability must be
maintained for all grant and subgrant cash. real and personal property. and other ussets. Gramecs and
subgrantees must adequately safeguard all such property and must assure that it is used solely for zuthorized
purposes.

45 CER Part 92, Subpart C. Section 92.20 (b} (7)., Cash munagement. Procedures for minimizing the time
elapsing between the transfer of funds from the ULS. Treasury and disbursement by grantees and subgrantees
must be followed whenever advance payment procedures are used. Graniees must establish reasonable
procedures Lo ensure the receipt of reports on subgrantees’ cash balances and cash dishursements in sufficient
time {0 enable them o prepare complete and accurate cash fransactions reponts (o the awarding agency. When
advances are made by leder-of-credit or electronic transfer of funds methods, the grantee must make
drawdowns as close as possible 10 the time of making disbursements. Grantees must momtor cash drawdowns
by their subgrantees to assure that they conform substantially to the same standards of timing and amount as
apply to advances to the grantees.
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Pinding Number 2008-02 (FA 3 - Cash Management (C) (MW, Continue

Criteria

45 CFR Part 92, Subpart I2, Seclion 92.52, (a) Any funds paid to a grantec m excess of the amount to which the
granlee is finally determined to be entitled under the terms of the award constitute a debt to the Federal
Government, Hf not paid within a reasonable period after demand, the Federal agency may reduce the debt by:
{1} Making an administrative offset against other requests for reimbursements. (2) Withholding advance
payments otherwise due w the grantee, or (3) Other action permitted by faw. {b) Except where otherwise
provided by statutes or regalations, the Federal agency will charge interest on an overdoe debt in accordance
with the Federal Claims Collection Standards (4 CFR Ch. If). The dale from which interest is computed s not
extended by litigation or the filing of any form of appeal.

Cause

This condition was primarily caused by the lack of effective internal control over cash management procedures.
The Program does not maintain a regular monitoring of the excessive balance in cash.

Iftfect

This stuation could cause reimbursement of funds to the federal agencies correspond of interest earned by
mzintain cxeess cash on hand and by reguest funds that not represent an immediate need,

Reconunendation
The Maunicipality should improve the internad control to comply with the cash management federal regutation

o the time elapsed between the receipts of funds. the request of funds requirememts process, the final
disbursement for expenditures and the cash bakince.

Questioned Cost
$73,.234
EFinding Number 2008-03 {FA) - Davis Bacon Act (D} (MW)

Condition

We evaluated the only contract of construction that was in force during the fiscal vear 2007-2008, and noted the
fotlowing:

1. Four (43 payrol] cernifications without the contractor signalure.

2. The Program has no evidence of the final inspection of the project which indicates that the work is
compieted in accordance with the approval.

3. Contract without evidence of the Payment of Prevailing Wages Tuable,

Criteria

45 CFR Part 1309, Subpart F, Section 130953 (al (b} The grantee must provide and maintain competent and
adequate architectoral or engineering inspection al the work site to insure that the completed work conforms fo
the approved plans and specifications. The grantee must submit o final architectural or engineering inspection

report of the fanility to (he responsible HHS official within 30 calendar days of substantial completion of the
COTSITUCHIOR OF renovation,
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Finding Number M08-03 (FAY - Davis Bacon Act (1) (MW), Continue

45 CFR Part 1309, Subpart F. Scction 309,34, Construction and renovation projects and subcontracts financed
with funds awarded under the Head Start program are subject 1o the Davis-Bacon Act (40 U.S.C. 2763 et seq.)
and the Regulations of the Deparunent of Labor. 29 CFR purt 5. The grantee must provide an assurance that all
laborers and mechanics employed by contractors or subcontractors in the construction er renovation of affected
Head Start tucilities shall be paid wages at not less than those prevailing on similar construction in the locality,
as determined by the Secretary of Labor.

Cause

The Program did not maintain an effective control over the inspection of work and Davis Bacon Act contract
provisions required by federal regulations.

Effect

Inadequate review procedures regurding (o documentation for dishursement and contract provision process may
cause that The Municipality may agree with supplier that is not in compliance with state and federal laws.

Recommendation
The Municipality should strengthen its internal control on the revision of payroli certification and final project

inspection before proceeding with the payment, and maintaining a regular monitoring of all its contracts o
ensure they comply with all provisions.

Not determinable

Finding Number 2008-04 {F'A) - Participants” Eligibility (E} {MW)

Condijtion

We have performed eligibility test to forty (40} perticipants” fifes and nued the following exceptions:

. Infive {3) fikes examined the Tamily composition that indicates the social history was wrong.

i

One (1) file examined did not include evidence of Birth Certification.

One (1) file examined did not include evidence of Social Security Verification.

Tad

4. Three (3) files examined did not include evidence of family income.
5. Eight (8) files examined did not include evidence of the pay stub that certifies family income.

6. Ten (10} files examined did not inclede evideace of Certification of Income Tax Return for the last five
Years,

7. Five {5} tiles examined did not include evidence of Family Department Certification (PAN),
& Eight (%) files examined did not include evidence of Certification of Child Suppeort (ASUME).

9, Fifteen (15} tiles examined did not incinde evidence of Department of Labor Cestification.
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Findigg Number 2008-04 (FA) - Participants’ Eligibility (E). Continue

Condition

10, Six (6) tiles examined did not include evidence of family Social Security Income.

1. Four (43 files examined did not include evidence of the Family Income Certification.

12. In two (2 files examined the certification of income does not indicate the total hours worked, therefore
unable to assesy the total family income.

[3. Lishieen (18} files examined did not include evidence of Supplemental Nutrition Program for Women,
Infant and Children (W.1.CO

14. Eight (8) files exarmined did not include evidence of utilities invoice showing residential address.

15. Nine (9) lHes examined have the family income calculated ncorrectly,

16, In two (2) files examined the family did not meet the income limit and the child does not appear iz the list
of high-income earoliment.

17. Six {6) files examined the family compositions that indicate the Certification of Lligibility was wrong.

18. One (1} file examined did not include evidence of Certification of Eligibility,

19, In one (1} file examined the child, although was considered of special need, it 1s mo included in the fist of
children with special needs.

20, Onre (1) file examined did not include evidence of Physical Examination that applies to the fiscal vear
audited.

21, Inone (1) file examined the physical examination was performed iate. more than ninety davs after the first
day of classes.

22, One (1} file examined did not include evidence of Dental Examination that applies to the fiscal vear
audited.

23. In one (1) file examined the dental examination was performed late, more than minety days after the first
day of classes.

24. In five (5) files examined the physical examination and dental examination did not have evidence of the
name {signature) of the examiner,

25, Two (2) files examined had evidence of enly one Curriculum Creative Progress Report.

26. Two (2} files examined had evidence of only two Curriculum Creative Progress Report,

27. Im one (1) file examined the curriculum creative progress report no has evidence of the signature of the
teacher.

28. Inone (1} file examined the curriculwm creative progress report no has evidence of the family signature.

29. Two {2) files examined did not have evidence of Home Visit,

30. Three (3} files examined had evidence of only one Home Visi,
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Finding Number 2008-84 (FA )} - Participants” Eligibility {E), Continue

Criteria

43 CEFR Part 1305, Chapter X111 Subpart 1303.2 (e). (1) and (), Famify, means all persons living in the same
household who are: (1) Supported by the income of the parent(s) or guardiants) of the child envolling or
participating in the progrann. and (2) related to the parentis) or guardian(s) by bleod. marsiage. or adoption.
Income, means gross cash income and includes earned income. military income (including pay and allowances),
veterans benefits. Social Security benefis, unemployment compensation. and pubiic assistance benefits.
Additional examples of gross cash income are listed in the detinition of “income” which appears in U.S. Rureay
of the Census, Current Population Reports. Series P-60-183. Low-income family means & family whose total
annuad income before taxes s equal W, or kess thun, the income guidelines. For the purpose of eligibility. a ¢hild
from o famly that s recerving pubhic assistance or a child 1o {oster care 15 chigible even if the family income
exceeds the incame guidelines,

45 CFR Part 1305, Chapter XIHI, Section 13034 (o), {d}. (¢}, The family income must be verified by the Head
Start program before determining that a child is eligible to participate in the program. Verification must include
examination of any of the following: Individual Income Tax Form 1040, W-2 forms, pay stubs, pay envelopes,
written statements from employers, or documentation showing current status as recipicats of public assistasce.
A signed statement by an employee of the Head Start program, idenfitying which of these documents was
examined and stating that the child is eligible o participate in the program, must be maintained to indicate that
mcome vertfication has beea made.

45 CI'R Part {305, Chapter X111, Section 1305.6 (u), FEach Head Start program must have a formal process for
establishing selection eriteria and for selecting children and famihies thar considers al eligible applicants for
Head Start services. The selection erileria must be based on those contwined 1 paragraphs (b) and {¢) of this
SCCHOT,

45 CFR Part 1304 Chapter XHLE Section 1304.20 {a).(b), Determining child health status. (13 In coliaboration
with the parents and as quickly as possible, but no later than 90 calendar days (with the exception noted in
paragraph (a){2) of this section) from the child's entry into the program {for the purposes of 45 CFR
F304.2000010 43 CFR 1304 200a% 23, and 45 CFR 1304.20(b)¢ 1. "entry” means the first day that Early Head
Start or Heuad Start services are provided to the child), grantee and delegate agencies must:  {i} Make a
determination as to whether or not each child has an ongoing source of continuous. accessible health care. If a
child does not have a souree of ongoing health care. grantee and delegate agencies must assist the parents in
aceessing i source of carg; (1) Obtain from a health care professional a defermination as o whether the child is
ap-to-date on a schedule of age appropriate preventive and primary health care which inchides medical, dental
and mental health,  Screening tor developmental, sensory, and behavioral concerns: {1} Tn collaboration with
each child's parent. and within 43 calendar days of the child's entry into the program. grantee and delegate
agencies must perfornt or obtain linguistically and are appropriate screening procedures 1o identify concerns
regarding a child's developmental, sensory {visual and auditory). behavioral. mofor. language. social, cognilive,
perceptual, and emotional skills {see 43 CFR 1308.6(b) 3) for additionsl information). To the greatest extent
possible, these screening procedures musi be sensitive to the child's cultural background: {23 Grantee and
delegale agencies must obtan direet guidance from a miental health or child development professional on how
f0r use the Gudings to address wWentified needs: €3}Grantee and delegate agencies must ufilize multiple sources of
informmation oa ail aspects of each child’s development and behavior, including input from family members.
teachers, and other relevant staff who are familiar with the child's typical behavior,
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Einding Number 2008-04 (FAJ - Participants” Eligibility (E}, Continue

45 CFR Part 1304, Chapter X1IL, Section 1304.40 (1) (1) 1o (4), Purent invelvement in home vixits, { 1) Grantee
and delegate agencies must not require that parents permit home visits as a condition of the child's participation
it Early Head Start or Head Start center-based program options. Every effort must be made 10 explain the
advantages of home visits to the parents. (2) The child's teacher in ceter-based programs must make no less
than two home visits per program vear to the home of each ewrolled child, uniess the parents expressly forbid
stich visits. in accordance with the requirements of 43 CEFR 1306.32¢bx¥}. Other statf working with the family
must make or join home visits, as appropriate. (3) Grantee and delegate agencies must schedule home visits at
times that are mutuslly convenient for the parents or primary caregivers and staff. (43 In cases where parents
whose childeen are enrolled in the center-based program option ask that the home visits be conducted outside
ihe home, or in cases where a visit to the home presents significant safety hazards for staff. the home visit may
take place at an Larly Head Start or Head Start site ot at another safe bocation that aftords privacy. Home visits
i home-bused program options must be conducted in the family's home. (See 45 CFR 1306.33 regarding the
home-based program option.}

Cause
The lack of effective internal controls {0 enforcement the programmatic procedures established by the Program.
Lack of effective internal monitering over eligibility procedures, ncome documentation and cvaluation, home

visit, health evaluation and all document required in the participant file.

Lt

The conditions detected could have a negative effect over the services provided to the participants.

Recommendativn

We recommend that The Municipality should take the appropriste actions to correct the conditions indicated
above {0 achieve compliance with tederal program requirements. In addition, we recommended procedures be
strengthened to ensure eligibility process are adequately documented and participant files conmain all required
information and are adequately.

Cuestivned Cost
Nt Determinable

Finding Number 2008-05 (FA) - Equipment and Real Property Management (Fy (MW)

Condition

We performed audit procedures © four (4) addition equipment disbursements {over $5,000) dwring the fiscal
year audited. and examined the property subsidiary ledger and the internal control of property, plan, and
equipment and noled the following:

F. One (1 equipment exammoed was not recorded in the subsidiary propesty fedger.

2. One (1) disharsement did not have evidence of when the Program receipts the merchandise,

SH

Three {3) equipments examined, the subsidiary property fedoer did not indicate the sertal number,

4. One {1} equipment examined. the subsidiary property ledger does not indicate the condition and use of
equipment.

5. Three (3) equipmenis examined physically did not have evidence of the tag number.
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Finding Number 2008-05 {FA; - Equipment and Real Property Management (F3 (MW}, Continue

Condition

We performead audit procedures to twenty (20) equipments or material {less than $3,000) of the centers and we
noted the following:

b Two (2) equipments examined physically did not appear registered in the subsidiary property ledger.
Criteria

45 CFR Part 92, Subpart C, Section 92.32 {dy (1} 1o (4}, Management requirements, Procedures for managing
equipment (inchuding replacement equipment), whether acquired in whole or in part with grant funds, until
chisposition fakes place will, as a mimmum, meet the following requirerents: (13 Property records must be
maintaimed that include a description of the property, a serial numeber or other identification number, the source
of property, who holds title, the acquisition date, and cost of the property, percentage of Federal participation in
the cost of the property. the location, use and condition of the property, and any uhimate disposition data
inchuding the date of disposal and sale price of the property. (2} A physical inventory of the property musl be
tiken and the results reconciled with the property records at least once every Llwo years. {3) A controd system
must be developed o ensure adequate safeguards to prevent loss. damage, or theft of the property. Any loss,
damage. or theft shall be investipated, (4} Adequate maintenance procedures must be developed to keep the
property in good condition.

Cause

The Municipality did not mantan an effective internal control over the imformation recorded in the equipment
subsidiary ledger. Tn addition, lack of effective supervision over the equipment and real properly management
areu.

Effect

Incomplete documentation in the record of subsidiary property can cause etrors and misuse of equipment
purchased with Federal funds which may result in questioned cost,
Recomnwendation

The Municipality must update the information required in the sabsidiary property ledger in order to comply
with federal regutation. In addition, should establish an effective internal control process to reconcile at least
annually the subsidiary ledger of the fixed assets to the general ledger.

Questioned Cost
None

Finding Number JU008-06 1FA ) - Matching (G} (MW}

Condition

. We chose two muonths o evaluate the supporting documenis for cash or in-kind iocal contributions and
noted the folowing:

4. In all samples observed differences between the documents to support the volunteer work and the
amount recorded in the generaf ledger.

L. in all samples observed differences between the documents  support the other expenses and the
amount recorded in the general ledger.




Finding Number 2008-06 (FA} - Matching (Gy (MW Continue

Condition

2. During the evaluation of cash or in-kind focal contribution we noted that (the amounl recorded as in-kind to
the general ledger is wrong. hecause the supporing documents was nol joined properly during the fiscal
year audiled.

3. We noted that the Program registers as in-Xind the State Tnsurance Fund, without baving paid the federal
funds budgeted in the proposal.

4. The Municipality did not comply with the 20% local contribution (In-Kind or Cash) at June 36, 2008,
were uncovered miatching of $134.523.11. The Program reported in the accounting record voluntary work
cash improperly. This deficit represents a questioned cost of $618,092.94, but the Federal Agency can
recovery the total Federal share.

Criteria

45 CFR Part 1301, Chapter X111, Secrion 130124, (a) {ederal financial assistance granted under the act for a
Head Start program shall not exceed 20 percent of the fotal costs of the program. unless: (1) An amounl in
excess of that percentage is approved under section 1301.21; or {2 The Head Start agency recetved Federal
financial assistance in excess of 80 percent for any budget period falling within fiscal vear 1973 oc fiscul year
1974, Under the circumstances deseribed in claoser {3) of the preceding sentence. the agency s entitled to
receive the same percentage of Federal financial assistance that it received during such budget periods. (b The
uoa-Federal share witl not be required to exceed 20 percent of the fotal costs of the program. {¢) Federal
financial assistance awarded to Head Start grantees for training and technical assistance activities shall be
inclnded in the Federal share in determining the total approved costs of the program. Such financial assistance
is, therefore, subject to the 20 percent non-Federal matching requirement of this subpart.

45 CFR Part 92, Subpart C, Section 9224, (by (6) and (b} (7), Records. Costs and third party in-kind
contributions counting lowards satisfying a cost sharing or matching requirement must be verifiable from the
records of prantees and subgrantee or cost-type contractors. These records must show bow the value placed on
third party in-kind contributions was derived. To the extent [easible, volunteer services will be supperied by the
same methods that the organization uses to support the allocability of regular personnel costs. Special standards
for third party in-kind contributions: (1) Third party in-kind contributions count towards satistying a cost sharing
or matching requiremient only where. if the party receiving the contributions were to pay for them, the payments
would be allowable costs; (H) Some third party in-kind contributions are goods and services that, if the grantee.
subgrantee, or contractor receiving the contribution had to pay for them. the pavments would have been an
indirect costs. Costs sharing or matching credit for such contributions shall be given only if the grantee,
subgrantee, or contractor has established, along with #s regulur indirect cost rate, a special tate for sllocating o
individual progects or programs the value of the contributions.,

The Program does not maintain effective congrol over the process of evaluating local contribution (In-Kind or
Cash}. The Municipality is not providing enough to meet its local contribution,

Effect

In The Municipality fails to meet its local contribution the federad agency can question cost all tederal funds
share,




Findine Number 2008-00 (FA} - Matching (Gy (MW), Continue

Recommyendation

We recommiend that The Municipality should take the necessary actions o comply with state and federal
reguations.

Guestioned Cost

finding Number 2008-07 (F'Aj - Earmarking (G} (MW}

Condition

1. Pursuant (o the Ninal Financial Assistance Award for the budget period from January 1, to December 31,
2007, the approved budaet was $11.994.494 for a clieat population of 1,752, representing in $6.846.17 per
child. An vaobligated balance of federal funds tor $278 508 resulted i the Financial Status Report tiled
for this budget period. The enrollment incladed in the proposal for this budget period was 1752 children,
However, the aclive earoliment was 1,633 children. The enroliment deficiency of |19 children caused that
the Program received approximately $336,186.51 in excess for this budget period.

2. In nineteen ({9} center examined, the monthly average daily attendance rate was below B3%.  This
situation has the effect of decreasing the Head Start funds tor mea! pavments.
Criteria

45 CFR Part 1305, Chapter XITL Section 1305.7 {b) Earoliment and re-enroilment, establishes the following: a
Head Start grantee must maintain its funds enroflment level, When a program determines that a vacancy exists,
it should be filled out the vacancy in no more than 30 calendar days. A Program may elect not 1o fifl a vacancy
when 60 calendar days or less remain in the program’s enrollment yvear.

45 CFR Part 1305, Chapter XII, Section 130510 Comphiance. establishes the following: a grantee™s failure w©
comply with the requirements of this part may result in 2 dental of refunding or termination in accordance with
45 CER part 1303,

Cause

The lack of effective controfs to enforcement the programmatic procedures established by the program.

Effect

A grantee’s failure to comply with the requirements may result in a dental of refunding or ermination in
accordance with 43 CFR 1303,

Recomunendation
The Municipality should sirengthen its procedures to ensure enrollment requirements are met.

Questioned Cost
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Finding Number Z008-08 {(FA) - Period of Availability ot Federal Funds (H) (MW

Condition

Daring our test over forty (30 liguidations of obligation at December 31, 2007, we noted the following
eXCeptions:

f.  Nine (9 disbursements totaling the amount of $273,101.32 were paid after 90 days at the close of the grant
award. The Program did not receive a watver letter issued by Reyion H authorizing those payments.

Criteria

45 CFR Part 92, Subpart C, Secrion 92.23 (h).  Ligwidation of obligations. A grantee must Taguidate all
obligations incurred under the award oot later (than 90 days after the end of the funding period (or as specified in
4 program regulation} to coincide with the submission of the annual Financial Status Report (SF-269). The

Federal agency may extend this deadline at the request of the grantee

Cause

The Program does not have an effective internal control which can demonstrate and monitor alt of its
obligations which are outstanding pavments 0 the end of federal grant award.

Efiect

The Maunicipality may be responsible for assuming the responsibility to pay all owmstanding payment
obligations that were not cleared in time.

Recommendation

We recommend that The Municipality should improve is internal control procedures over the lguidation of
accounts payable in order to comply with the law and regulations in force,

Questivned Cost
273,104

Finging Number 2008-09 {FAY - Procwrement and Suspension and Debarment £B) {MW)

Condition

We have performed sudit procedures 1o ten (10Y contracts and forty (40) purchase orders and noted the
following exceptions:

L. One (1Y contract does not indicate the date of signature.

2. Three (3} contracts without evidence of Department of Treasury Debt Certification,

3. Two (2) contract without evidence of Certification of Movable and Emmovable Property (CRIM).
4. Two (2) contract without evidence of Municipal Tax License.

3. Two 2} contract without evidence of Certificarion of Income Tax Return of the last five vears,

6.  Four {4) contracts withowt evidence of Family Child Support {ASUMIE) Certification.

=4

Twa {27 contracts without evidence of the Oath Declaration according to Law 428 of August 22, 2004,




Finding Number 2008-09 {FA} - Procurement and Sespension and Debarment {10 (MW, Continue

Londition
8. Four (4) contracts without evidence of the Policy of the State Tisurance Funds,
Y, Six {6} contracty without evidence of Certification of Good Standing,

10, Six (8) contracts and fwelve (123 parchase orders examined without evidence of verilied in the Excluded
Parties Fst.

5. Five (3) conracts and seven (73 purchase orders examined did not include evidence of Competitive process
(Bid, Proposal or Quolation),

12, Four (4} contracts without clause of Child Support.

13. Five {5) contracts without clause of No Discrimination.

14, Ten (10} contracts without clause of Debarment and Suspension.

15. Two (23 contracts without clause of Provision for Termination by grantees for defaolt,

16. Four (4 comtracts without clause of Crranting Access GAQ or other {ederal agency to books, documents,
paper. and records.

17. Five (3) contracts without clause of retention of all required records for three vears after gruntees or
subgrantees make final payments and all other pending matters are closed.

Criteria

45 CFR Parts 92, Subpart €. Section 92.36. ¢a), (hy (1), (b (2), States. When procuring property and services
under a grant, 1 State will follow the same policies and procedures it uses for procurements from its non-Federal
funds. The State will ensure that every purchase order or other contract includes any clauses required by Federal
statutes and executive orders and thelr implementing regulations. Other graatees and subgrantees will follow
paragraphy (b) through (i) in this section. Procurement standards. grantees and subgrantees witl use their own
procurenkent procedures which reflect applicable State and local faws and regulations, provided that the
procuremcnts conform to applicable Federal faw and the standards identified in this section. Grantees and
subgrantees will maintain a contract administration system which ensures that conmaciors perform o
accosdance with the terms, conditions, and specifications of their confracts or purchase orders. 45 CFR Part 92,
Subpart €. Section Y2.36 (), Comperition. {1 All procurement transactions will be conducled in 2 manner
providing full and open competition consistent with the standards of Sec. 92.36.

45 CFR Part 92, Subpart C, Section 92.36 (1Y, Contract pravisions. A grantee's and subgranee’s contracts mast
contain provisions in paragraph (it of this scction. Federal agencies are permitied o require changes, remoedies,
changed conditions, access and records retention, suspension of work, and other clauses approved by the Ctfice
of Federal Procurememt Policy. {11 Administative. contractual. or legal remedies in instances where
contractors violate or breach contract terms, and provide for such sanctions and penalties as may be appropriate.
(2) Termination for cause and for convenience by the grantee or subgrantee including the manner by which it
will be effected and the basis for settlement, {10) Access by the granice, the subgrantee. the Federal grantor
agency. the Comptrotler General of the United States. or any of their duly authorized representatives to any
books. documents, papers. and records of the contractor which are directly pertinent to that specific contract for
the purpose of making audit. examination. excerpis, and transcriptions. (11 Retention of alt required tecords
for three vears after grantees or stbgrantees make final payments and all other pending matlers are closed.

State Circular Letter O1-1992-52, Law of the Department of Comptroller, Program Policy Interna! Control, and
Revised Regulutions on Basis Standards for The Municipality.
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Finding Number 2008-09 (EA) - Procurement and Suspension and Debarment (1) (MW), Continue

Lause

The tack of integration of the contractual procedures established by The Municipality Legal Division and the
Program does nof comply with state and federal regulations. In addition, the Program does not have an
effective internal control over the documents required in the contract file, and does not maintain an internal
maniforing of the recruitment provess.

Inadequate review procedures regarding to procurement, suspension and debarment process may cause that The
Mumnicipality may agree with supplier that is not in compliance with federal and state laws,

Recommendation
The Municipality should take the necessary actions required in the program’s management in order to comply
with the Federal and State laws. The Program should establish procurement policies and procedures be

developed and implemented fo ensure competitive process (bid, proposal or guotation) are obiained in
accordance with applicable Federal regulations,

Questioned Cost
Not Determinable

Finding Number 2008-1G (FA) - Reporting (L) (MW}

Condition

During the evaluation of the Financial Status Report (FSR-269) funding grant period ended December 31, 2007
and submitted in June 3. 2008, we noted the following:

I The total sccumulated federal shares reported in the report are incotrect.  The Program does not report
federal expenditures correspond to traiming cost (PA-20). The wtal federal expenditures reported were
$11,715.986 and the correct amount was $11,774.009, there is a difference of $58,023,

b3

Difference between total federal shares of net outlays $226,781.00 and the accounting records. The total
federal shares of the period correspond 1o unliquidated obligation at December 31, 2007.  The program
reported unliquidaled obligation by $226.781 and only have accounting evidence of $96.363.32,  The
auditor can not evidence whether the difference of $130.416.68 were obligations made on or before
December 31, 2067 and belong to an expense of the budget year 2007,

Criteria

453 CFR Part 92, Subpart C, Section 92.4} (b}, Financial Status Report-(1) Form. Grantees will use Standard
Form 269 or 269A, Financial Status Report, to report the status of funds for all nonconsiruction granis and lor
construction grants when reguired in accordance with Sce. 92.41(e) 21 (2) Accounting basis. Each grantee will
report program outlays and program inceme on a cash or accrual basis as prescribed by the awarding sgency. If
the Federal agency requires accrual information and the grantee'’s accounting records are nol normally kept on
the accural basis, the grantee shall not be required w convert its accounting system but shall develop such acerual
information through and amalysis of the documentation on hand. (3} Freguency. The Federat agency may prescribe the
frequency of the report For each project or program. However, the report will not be required more frequently than quarterty,
[f the Federal agency does not specify the frequency of the report, it will he submitted anneatly. A final report witl be
required upon expiration or tenmination of grant support, (4} Due date. When reparts are required on a quanerly or
semiannual basis, they will be due 30 days afwr the reporting period. When required on an annual basis. they will be
due 90 days after the grant year, Final reports will be due 90 days after the expiration or termination of grant suppost.
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Findine Number 2008-10 t1iA) - Reporting (LY (MW 1. Continue

{riteria
43 CFR Part 92, Subpart C. Section 92,20 ta) (2}, Swate faws and procedures for expending and sccounting for
its own funds. Fiscal control and aceounting procedures of the State. as well as its subgrantees and cost-lype

contractors. must be sutficient to: Permit the tracing of funds 0 a level of expenditures adequate to establish
that such funds have not been used in vioktion of the restrictions and prohibitions of upplicable statues.

45 CFR Part 92, Subpart €, Section 9220, ¢h), (1) (2). The financial management systems of other grantees
amd subgramees must meet the following standards: (1) Flnanclal repeiting. Accurate, curreat, and complete
disciosure of the financial resulis of financially assisted activities must be made in accordance with the tnancial
reporting requirenments of the grant or subgrant.  (2) Accounting records. Grantees and subgrantees miust
maintain records which adequately identify the source and application of funds provided for financially-assisted
aclivities. These records musi conlain information pettaining to grant or subgrant awards and authorizations,
obligatons, unobligated balances, assets, Hiabilities, outlays or expenditures, and income.

( ause

The Program did not established effective procedures for the reconciliation of PSR expenditures and
unliguidated oblgations reported o federsl agency versus the data recorded im accounting system.

The Program reports related to federal funding may be misleading for internal management decision making
and for the reliabifity of external financial reporting.

Reconmmendation

Management should take appropriate actions o reconcile in g timely manner, the federsl funds reports with the
accounting records in order to produce refiable financial data.

Questioned Cost
$130.416

Finding Number 200811 (FA) - Accounting records (L} (MW}

Condition
During our test over the accounting management system. we detecled the tollowing exceptions:

1. The Program is not spending federal funds according to the approved budget in the proposal. According to
the cvaluativn of the proposal 2008, had a surphlus over the State Tnsurance Fund by $164,763. The
Program could not evidence that the funds awarded were spent. The Program hbas no evidence that the
federal apency has approved a change in budeet. The Municipality has (0 use the federal funds restricted
to the applicable Federal program:.

Criteria
435 CFR Part 92, Subpart C, Section 92.38 (a), General. Grantees and subgrantees are permitted to rebudget
within the approved direct cost budget to meer unanficipated requirements snd may make limited program

changes to the approved project. However, unless waived by the awarding agency, certain types of post-award
changes in budgets and projects shall require the prior written approval of the awarding ageacy.
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Finding Number 2008-11 {FA) - Accounting records (L. (MW, Continue

Criteria

45 CFR Part 92, Subpart C, Section 9230 (¢), Budget changes, Nonconstruction projects. Except as stated in
other regulations or an award document, grantees or subgrantees shall obtain the prier approval of the awarding
agency whenever any of the following changes is anticipated under a nonconstruction award: (i) Any revision
which would result in the need for additional funding. (ii) Unless waived by the awarding agency, cumulative
transfers among direct cost categories, or, if applicable, among separately budgeted programs, projects,
functions, or activities which exceed or are expected to exceed ten percent of the current total approved budget,
whenever the awarding agency's share exceeds $100.000. (u1) Fransfer of funds allotted for training allowances
{1.e.. from direct payments to trainces fo ofher expense categories).

45 CFR Part 92, Subpart C, Section 9230 (1), Reguesting prior approval. (1) A request for prior approval of
any budget revision will be in the same budgel formal the grantee used in #s application and shall be
accompanied by & narrative justification for the proposed revision. (23 A request for a prior approval under the
applicable Federal cost principles (see Sec. 92.22) may be made by letter. {3) A request by asubgrantee for
prior approval will be addressed in writing to the gramtee, The graptee will promptly review such request and
shall approve or disupprove the request in writing. A grantee will not approve any budget or project revision
which is inconsistent with the purpose or terms and conditions of the Federal grant to the grantee. If the
revision. requested by the subgrantee would result in a change to the grantee’s approved project which requires
Federal prior approval, the grantee will obrain the Federal agency's approval before approving the subgrantee's
request.

43 CFR Part 92, Subpart C, Section 92.20 (2} (2), State laws and procedures for expending and accounting for
its own funds, Fiscal control and accounting procedures of the State, as well as #s subgrantees and cost-type
contractors. must be sufficient to: Permit the tracing of funds to a level of expenditures adeguate (o establish
that such Tunds have not been used in violation of the restrictions and prohibitions of applicable statuies.

45 CFR Part 92, Subpart C, Section 92.20, ib) (4). Budget controf. Actual expenditures or outiays must be
compared with budgeted amounts for each grant or subgrant. Finmancial information must be related to
performance or productivity data. including the development of unit cost information whenever appropriate or
specifically required in the grant or subgrant agreement. If unit cost data are required. estimates based on
available documentation will be accepted whenever possible,

Cause

The Program dees not have an effective monitoring on the approved budget and expenditures. The staft of
fiscal area is not aware about the waiver they have to request by the awarding agency before making changes.

Eftect

inadequate confrol over accounting process may cause that The Municipality did not comply with federal
regulations and the awarding agency could reduce or recapture Head Start fund.

Management should take necessary step on the evaluation of the budget and actual expendires.  The
Municipality must give tfinancial training to the accountants in charge in the preparation of budget and financial
report 1o ascertain that the accounting system comply with state and federal law. In addition, The Municipality
should implement internal procedures to ensure the use of Federal funds is restricted to be applicable Federal
program.

Questioned Cost

$164,763
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Finding Number 2008- 12 (FA) - Accounting Management System (L) (MW)

We evatuated all notificatinn that receives the Program from the Department of Heaith & Human Services,
Region [T (Administeation for Children and Families) and noted that The Municipality have a loan debt with
the Federal Agency by the amount of $700.837.35 (principal due $636.767 and interest due $44.070.83) that has
no been paid at the close of the fiscal year audited (June 30, 20083, During the fiscal year audited we noted thas
The Municipality does not have this debt recorded in ity accounting records and according to the Director of
the Program these funds will not appear in thelr cash accounts.

Criteria

Department of Health & Human Services Notification at July 2, 2008, Deht Management Branch, Division of
Financial Operations, Program Support Center.  Reference Number: 02-6-84920. Claim Number: 7140800097,
Type of Debt: Audit Disallowance, Interest Rate: 13.125. Principal Pue:  $656.767.00. Interest Due:
$44.070.85, Total Due: $700,837 85,

45 CFR Part 92, Subpan. . Section 92,20 (b) (1), (2), (3}, The financial management systems of other grantees
and subgrantees must meet the following standards: (1) Firancial reporting. Accurate, current. and complete
disclosure of the financial resudts of financially assisted activities must be made in accordance with the tinancial
repotting requirements of the grant or subgrant. 12} Accounting records. Grantees and subgrantees must
maimtain records which adequately identity the source and application of funds provided for financially-assisted
activities, These records must confain information pertaining to grant or subgrant swards and authorizations,
obligations. unobligated balances. assets, liabilities. outlays or expenditures. and income. {3} frnrernal control,
Effective control and accountability must be maintained for all grant and subgrant cash. real and personal
property, and other assets. Grantees and subgrantees must adeguately safeguard all such property and must
assure thal it is used solely for authorized purposes,

45 CFR Part 92, Subpart D, Section 92.51 a3, (b), The closeout of a grant does not attect: The Federal agency's
right to disallow costs and recover funds on the basis of a later audit or other review: The grantee's obligation to
return any funds due as @ result of later refunds, corrections, or other transactions,

45 CFR Part 92, Subpart D, Section 92.52, {a} Any funds paid to a grantee in excess of the amount 1o which the
grantee i3 finally dewermined to be entitled under the terms of the award constitule a debt to the Federal
Government. If not paid within 4 reasonable period after demand, the Federal agency may reduce the debt by:
(1) Making an adminismrative offset against other requests for reimbursements, {2) Withholding advance
paymenis otherwise due to the grantee, or {3) Other action permitted by law. (b} Except where otherwise
provided by statutes or regulations, the Federal agency will charge interest on an overdue debt in accordance
with the Federal Claims Collection Standards (4 CFR Ch. 11}, The date from which interest is computed is not
exlended by littigation or the filing of any form of appesl.

Cause

The Municipality does not have an etfective internal control over financial statements. The Municipality does
not maintain an effective supervision over the federal funds received in their bank accounts thai can only be
used for purposes of the federal program.  In addition, The Municipality hus not paid the debt because the
total amount of $700,837.33 was not projected in our budget.

Effect

The Municipality will have to repay any Federal funding received that was not used for its purpose and if the
debt does not pay on time will have to pay interest and even penalties.
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Finding Number 2008-12 (FA) - Accounting Munagement System (13 (MW, Contine

Recommendation

We recommended that The Municipality returned the debt loan to the proper Federal agency in the required
time.

Questioned Cost

None

Finding Number 200%8-13 (FA)Y - Center Licenses, Physical Environmental, Bquipment, Material and Pacilities

ENY{MW)

Condition

During our test over four centers, we noted the following exceptions:

2]

s

Two {23 centers had expired the Firefighter Certificate.

Early Home Base Center - Class Room II1: The interior door is not closed: lock faulty: the electrical
outlets accessible 1o children, did not have resistant covers. Class Reom IV: The interior paint is
damaged: [iltration roof; column of cement in the middle of the classroom is not protective cushions.

Corral Viejo — »isabled ramp s broken. Classroom door with access to yard s damaged. The bathroom
has water pipes exposed 1o children. The bathroom is dirty. The kitchen walls are dirty snd have tungus.
The kitchen has excrement of rat i caioets and everywhere. The kitchen has no heater or water distiller
in use. The walls of the center are damaged inside and outside and have fungus. The emergency lights do
not work. Dirty areas and parts of the floor is cement. Refrigerator oxidived everywhere. Painting interior
and exterior are deteriorated. Game yvard is dirly, exposed pipes, roots and rocks dangerous, the ground is
not prepared tor use by children. The electrical outlets accessible to children did not have resistant covers.
Light did pot have resistant covers.  Light pipe 15 oxidized. Some windows and grab withont write
protection. Filtration reof. The center is not in good condition. does not complied with the objective of the
Program.

Magueyes I and I — The center does not have ramps {or disabled children in the vard. Not appropriate
outdoor space.  In the children bathroom the toiled hd s rusted. the bathroom is dirty, without write
windows angd no bas handicapped eailings, The master room has broken windows, dumaged walls and a
ceiting light does not work., The food store has cockroaches everywhere. Emergency lights not working.
The center “Magueves P did not have smoke detector. Outdouor dirty.  In the game vard the trees have
conwjen, game do not have soft drop, vard dirty, the plaveground equipment has excrement of pigeon. roots
and rocks dangerous. and cement fence is broken. The electrical outlets accessible fo children did not have
resistant covers. In the center “Magueyes 17 the ceiling fan and the closet is dirty and a ceiling famp is aot
working.

Coto Lanrel - The hathrooms did not have handicapped railings. The center did not have disabled ramp at
the door accessing the playground. Emergency Hghts & not working, Some doors do not have the exit
sign. Hxterior paint s deteriorated. The playground equipment s in steel, are oxidized, not have soft drop
and the equipment have areas without proteciion.
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Finding Number JUG8-13 (FA} - Center Licenses. Physical Environmental, Equipment, Material and Facilities
(NTMW), Continue

Criteria

45 CI'R Part 1306, Subpart €. Section 130630 (). The favlities used by Farly Head Start and Head Start
erantee and delegate agencies for regularly scheduled center-based and combination program option classroom
activities or home-based group sociabization activities must comply with State and local requirements
concerning Heensing. In cases where these eensing standacds are fess comprehensive or tess stringent than the
Head Start regulations. or where ao State or local licensing standards are applicable, grantee and delegale
agencies are tequired to assure that their facilities are in compliance with the Head Start Program Performance
Standardx reluted 1o health and safety as found in 45 CFR 1304.53(a), Physical environment and facilities.

45 CFR Part 1304, Subpart D, Section 1304.53, establish that Graatees and Delegate Agencies must provide ftor

the matntenance, repair, sufety, access requitements for children with disabilities. and security of all Head Start
and Early Head Start facilities. materials and equipment.

Cause
The management and maintenance department does not maintain a regular menitoring on the centers of the

Program. [n addition, The Municipality is not taking the necessary steps on the deficiencies aoted above m
order to keep schools in good conditions.

1 The Municipality does not maimain facilities, material, and equipment in good conditions and does not meet
the salety standards the federal agency can send to close the schools.

Recommendation

We recommended policies and procedures are developed and implemented to ensure the provision of proper
maintenance, repair safety and security of all facibies and equipment,

nestivned Cost

None
FERERAL PROGRAM ~ HIV EMERGENCY RELIEF PROJECT GRANTS (CFDA NO. 43,914}

Einding number 2008-14 (FAY - Cash Management (C) (MW)

Condition
During our cash management test we noted the following exceplions:

{0 In owr dravwdown fest over fifteen (157 request, we noted that dhree (3) checks were submifted to service
providers up to five days after the funds were available in the bank account,

2. Twring our sudit of programs” bank reconcibiations, we noted that the cash balance shown higher average
menghly cash balance by approximately $23.000.
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Finding number 2004- 14 (FA) - Cash Management {C) (MW). Cosntinue

Criteria

43 CFR Subpart C, Section Y221 {b). (¢}, Basic Stundard, Methods aud procedures tor pavment shall minimize
the time elapsing between the transter of funds and disbursement by the grantee or subgrantee, in accordance
with Treasury reguiations at 31 CFR Part 205, Advance, Grantees and subgrantees shall be paid in advance,
provided they maintain or demonstrate the willingness and ability to maintain procedures to minimize the time
elapsing between the transfer of the funds and their dishursement by the grantee or subgrantee.

45 CPR Subpart €. Section 92.20 {b) (7, Cash Management. Procedores for minimizing the time elapsing
between the transfers of funds form the U8, Freasury and disbursement by grantees and subgrantees must be
followed whenever advance payment procedures are used.  Grantees must establisk reasonable procedures 1o
ensure the recept of reports on subgrantees’ cash balunces and cash disbursements 1n sufficient time t enable
them to prepare complete and accorate cash transactions reports (o the awarding agency. When advances are
made by letter-ol-credit or clectrie transfer of funds methods, the prantee must muke drawdowns as close as
possible to the time of making dishursements. Grantees must monitor cash drawdowns by their subgrantees to
assure that they conform substantially to the same standards of timing and amount a8 apply to advances to the
grantees.

Cause

The Municipality’s internal control over cash is not effective since # is holding excessive cash bafance in its
hank accounts. The program requests cash advance for payroll. medicines and supplements. which represent
the most material caleyory costs, without estimating a reasonable clapsing time for dishursement.

Excessive cash balances kept by program to cover disbursements in against of the procedures recommended by
the federal regulations.

Recommendation

The Municipality should take the necessary actions on dishurse funds within the time constraints imposed by
the federal requirement and avoud held excessive cash balance i bank account.

None

Finding Number 2008-15 (FA) - Eligibility (E) (MW}

Condition
In our test of seven (7) eligibility agencies, we noted the following exceptions:
f. For twe service providers, The Municipality (id sot request the complete Single Audit report which

included the “Infernal Control over Compliance io Accordance with OMB Circudar A-1337 report with
their respective findings.

[

One service provider did not submit the professional certifications of personnel who provided direct
services to patients

3. For one service provider. The Mumicipality did not reguest the audit of financial statemierts and

compliance under OMB Circular A-133 aundited although this provider expend more than $300,000 in
federal awards,
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Finding Number 2008-13 {FA) - Eligibility (E) (MW), Continae

Criteria

45 CFR Subpart C, Section 92.26 9(a). grantees and subgrantees are responsible for obtaining audils in
accordance with the Single Audit Act Amendments of 1996 (310.5.C. 7301-73073 and revised OMB Circular
A-133, “Audits of States, Local Governments, and Non-Profit Organization”™. The audits shall be made by an
independent auditor in accordance with generally accepted government auditing standards covering tinancial
audits. 43 CFR Subpart C. Section 92.26 (b)(3), ensure that appropriate corrective action is taken within six
months after receipt of the audit report in fnstance of noncompliance with Federal laws and resulations.

The Internal Contro} Proposal development Guidelines for Request of Punds establish that the professional
certfications of persomnel who provide direct services to patients must be included in the Request of Fonds
Proposat.

Cause

Lack of adeguate knowledge of program administrative personne} regarding the report required to reguest by
federal regulations and no properly revision to the Proposal Development Guideline for Request of Fands 1o the
sub-recipient entities,

Effect

fncreasy the risk of material weakness and/or control deficiencies findings which effect directly the program
{ederal assistunce and no take appropriate commective action.

We recommend fo the administration of the program o request audited financial statement and OMB A-133
Single Audit report to service provider sub-recipients and reguest to include the professional certifications in the
Request of Funds Proposal,

None

Finding Number 2008-16 (FA) - Matching, Level of Effort, Farmarking (63} (MW)

Condition

Our fest cost per patient served reflecting ditferences between expenditures reported in the WICY expenditures
worksheet and accounting records. As a result, the percentage reported may not be real.

Criterin

Public Law 109-413, Section 26040}, eslablishes that the purpose of providing health and support services 10
wnfants, children, youth, and women with HIV/AIDS, including treatment measures to prevent the prenatal
transmission of HIV, the chief elected official of an ehgible arca, in accordance with the established priorities of
the planning council, shall for each of such population in the eligible area use, form the gramts made for the area
under scction 2601a) for a fiscal year, not less that the percentage constituted by the ration of the population
mvolved (infants, children, vouth, or women in such ares) with HIV/AIDS w (he gencral population in such
area of individual with HEV/AIDS,
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Finding Number 2008-16 (FA})- Matching, Level of Effort, Earmarking (G) (MW, Continuc

Cause

The program is not tollowed up to service providers to send reports of papulation served including related costs.
Data provided by client was prepared using ¢linical reports which resulted inaccurate and unreliable when we
performed recomputed tests.

Eftect

Percentage and expenditures reported for population services may not be real.

Recommendation

We recommend that the administration of the program exercise greater control over the agencies and service
providers to ensure that all submitted the require reports.

Questioned cost
None

Finding Number 2008-17 {FA) - Period of Availabitity of Federal Funds (H) {(MW)

‘The program does not prepare a detailed fist of outstanding obligations to be settled within the period of 90 days
after the end of the budget period.

Criterig

45 CFR Subpart €. Section 92.23 ¢b). Liguidation of Obligations. A grantee must liquidate ail obligations
incurred under the award nof later than 80 days after the end of the funding period (or as specified i a program
repulation) to coincide with the submission of the aonual Financial Status Report (SF-268). The Pederal agency
may exterd tis deadline at the request of the granlee.

Cause

The Program did not maintain internal control over the details of accounts payable that prevail at the end of the
fiscal year.

Etfect

Not haviag effective control over the ohiigations cutstanding at the end of the funding period can cause failure
with the period of availability required by the federal regulaiion for the liquidation of obligations and in
addition, may cause errors in the information provided in the Financial Status Report (SF-269).

Recommendation

The Municipality must prepare a detail specifying all of its obligations which are outstanding at the end of
each funding period in this way can be an efficient control on the period of availability of funds.

Questioned cost

None




Finding Number 2008-18 (FA) - Procurement and Suspension and Debarment (1)

Coudition
In seven (7) contracts tested, we found the foliowing exceptions:

1. Six (6} conlract examined did not include the Bird- Anti-Lobbying Certification.

2. No  observed evidence that the Program management request 0 Provider
Agencies compliance with contract clause regarding submission of quarterly expenditures reports and close
out report 30 days after end of award period.

Criteria

OMB Circular A-110, Appendix A, Contract Provisions, all contracts, awarded by recipient including small
purchases, shail contain the following provisions as apphicable: (7} Bird Anti-Lebbying Amendment (31
U.S.C. 1352) - Contracters who apply or bid for an award of $100.000 or more shall file the required
certification. Each er certifies 1o the tier above that it will not and has not used Federal appropriated funds 1o
pay any person of organization for influencing or attempting to influence an officer or employee of any agency,
g member of Congress, officer or emplovee of Congress, or an employee of a member of Congress in
connection with obtaining any Yederal contract. grant or any other award covered by 31 U.S.C. 1352, Each tier
shall alse disclose any lobbying with non-Federal funds that takes place i connection with obtaining any
Federal award. Such disclosures are forwarded from tier up to the recipient,

45 CFR Subpart C, Scction 92.37 (b)2), Ensure that every subgrant includes any clauses required by Tederal
statute and execusive orders and their implementing regulations,

45 CFR Subpan C, Section 92.40 (b) 1}, Grantees shall submit annval performance reports unless the awarding
agency requires quartetly or semi-annual reporss. However, performance reports will not be required more
frequently than quarterly. Annual reports shall be due 90 day after the grant year, quarterly or semi-znnul
reporis shalt be due 30 days after the reporting period. The final performance report will be due 90 dayvs after
the expiration or termination of grant support. [f a justified request is submitted by a grantee. the Federal
agency may extend the due date for any performance report.  Additionally, requirements for unnecessary
performance reports may be walved by the Federal agency.

Cause

The Guide for Preparing Proposals not included in the appendix documents bst the reguisite of submission of
any federal requirement document. The list ouly request state and local documents and certifications. No
properly revision to the Proposal Bevelopment Guidelines for Request of funds to the sub-reciplent entities, Ia
addition. no properly revision of contract clauses for updates or made changes in contract clauses, if applicable.

Etfect

Failures 1o request the cerlification for Bird-Anti-Eobbying Amendment may increase the possibility that The
Municipality could enter into an agreement with any enfity that use federal funds to pay for influencing or
attempting to influence an officer or member of Congress to oblaining federal contract, grant or award. No
compliance with contract grant clauses Hmited The Municipality the reallocation of funds if determine if the
funds 18 not use totally by the sub-recipient.

Recommendation

The Municipality must establish an internal control to ensure that the agencies service providers comply with
alt contract provisions tequived by Federal and State regulations.
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Finding Number 2008-18 (FA)Y - Procurement and Suspension and Debarment (I). Continue

Questioned cost
None

Finding Number 2008-19 (FA) - Reporting (1.}

Condition

The Women, Infunts. Children. and Youth {WYCY} Report was submitted to the grantor agency afier the
elapsed time reguired for submission. The report was submitted on June 24, 2008, twenty six (26) days after the
due date.

Critena

Terms and Conditions of the Notice of Graat Award {March 2007 o February 2008) establish that the grantee
mus!t submit the Women. Infants. Children, and Youth (WICY) report within Y0 days of budget end date,

Cause

The program’s management wis unable (o meet the due dates for the sabmission of the reports, and continue be
w tamiliarize with program terms and conditions.

Failure to comply with these reporting requirements will result in deferral or additional restrictions of fsture
funding decisions, as per established in the Notice of Grant Award,

Recommendation

The Municipality should ascertain that comply with the lerms and conditions established in the Notice of Grant
Award.

Questioned cost
None

Finding Number 2008-20 tFA)Y - Sub-Recipient Monitoring { M} { MW}

Condition
The program did not perform fiscal monitoring to the service provider financial and accounting record.

43 CFR Subpant C, Section 92.40 (23, Monitaring by Gramtees. Clrantees are responsible for managing the day-
to=day operations of grant and subgrant supported activities.  Grantees must monitor grant and subgram
supported activilies to assure compliznce with applicable Federal requirements and that performance goals are
heing achieved. Grantee monitoring must cover each program, function or activity.

Couse

Lack of adequate personnel trained in the fiscal monitoring process,
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Finding Number 2008-20 (FA)Y - Sub-Recipient Monitoring (M) tMW), Continue

Effect

The lack of a complete sub-recipient monitoring process could wegken the corroboration of adequate use of
federal funds provided to the sub-recipient entities.

Recommendation

The Municipality should establish adequate procedures to perform fiscal and programmatic sub-recipient
monitories, including the adequate training of personnel assigned to moenitoring functions.

Questioned cost
Not determinable.

FEDERAL PROGRAM - COMMUNITY DEVELOPMENT BLOCK GRANT/ENTITLEMENT (CFDA
No. 14.218)

Finding Number 2008-21 (FA) - Cash Management {C) (MW}

Condition
In our drawdown test over eighteen (18} cash funds requested. we noted the following exceprions:
1. Fwo (2) checks prepared without evidence of pickup of mail date by the supplier which avind comroborate

time elupsing payment procedures; according of these we couldn’t evaluate the cash management
compliance requirement.

S

One ¢ 1) check was submitted to the supplier more than five (3} days of the next workday atter the funds
were deposited in the bank account.

3. During our audit of programs” bank reconciliations. we noted that the cash balance shown higher average
monthly cash balance by approximately $22.900.00 in the folowing month:
Seprember 2007

—  Pebruary 2008
- March 2008

- April 2008

- May 2008

24 CFR Subpart C, Sectoa 85.20 (b) (7, Cash management. Procedures tor npninuzing the fime elapsing
between the transter of funds from the U5, Treasury and disbursement by grantees and subgrantees must be
toliowed whenever advance payment procedures are used. Grantees must establish reasonable procedures to
ensure the receipt of reports on sibgrantees’ cash balances and cash disbursements in sufficient time to enable
them to prepare complete and accurate cash fransactions reports to the awarding agency. When advances are
made by letter-of-credit or electronic ransfer of funds methods, the grantee must make drawdowns as close as
possible to the time of making disbursements. Grantees must monitor cash drawdowns by their subgrantees to
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Einding Number 2G08-21 {FA)Y - Cash Management {(C) (MW ). Continue
Criteria

assure that they conform substantialty to the same standards of timing and amount as apply to advances to the
grantees,

24 CFR Subpart C, Section 83.21 (b} and (¢), Basic standard. Methods and procedures for payment shail
minimize the time elapsing between the transfer of funds and disbursement by the grantee or subgrantee, in
accordance with Treasury regulations at 31 CFR part 205, Advances. Grantees and subgrantees shatl be paid in
advance. provided they maintain or demonstrate the willingness and ability to maintain procedures to minimize
the time elapsing between the transter of the funds and their disbursement by the grantee or subgrantee.

24 CFR Subpart L Section 370.489 (c). Federal grant paymenis-{1) Payment. The state shall be paid in advance
in accordance with Treasury Circolar 1075 (31 CFR part 203} The State shal! use procedures to minimize the
tme elapsing between the transfer of grant funds and dishursement of funds by the State to units of general
tocal government. Unity of generat focat government shatl also use procedures o minimize the time elapsing
between Lhe transfer of funds by the State and disbursement for CDBG activities.

Cause

This condition was primarily caused by the lack of effective cash management system procedures established
by the Program.

Effect

This situstion could cause reimbursermnent of funds to the federal agencies by maintain excess cash on hand.
Recommendatios

Fhe Municipality should improve the inmernal control to comply with the time requirements of federal

regulation to the time elapsed between the receipts of funds. the request of funds requirement process, the final
disbursement for expenditures and cash balance.

Questioned Cost

None

Finding Number 2008-22 (FA) - Equipment and Real Property Management (F)
Condition

We performed audit procedures 1o eight (8} equipment disbursement. and examined the property subsidiary
ledger and the internal control of property. plant and equipment and noted the following:

I, Inthe eative sample we observed that the subsidiary ledger {(inventory) does not indicate the custody of the
cquipment and the condition of the property.

Criteria

24 CFR Subpart C. Section 85.32 (dy (). Management requirements. Procedures for managing equipment
(including replacement equipment). whether acquired in whole or in part with grast {unds. ustil disposition
takes place will, as a minimum. meet the following requirements: Property records must be maintained that
include a description of the property. a serial number or other identification numbet. the source of property, who
huids title. the acquisition date, and cost of the property, percentage of Federal participation in the cost of the
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Finding Number 2008-22 {FA) - Eguipment and Real Property Management (I}

Criteria

property, the location, use and condition of the property. and any uitimate disposition data including the dute of
disposal and sale price of the property.

Cause

The property management mernal control is not designed (o provide information of property acquired with
federal funds as required by federul regulations,

[ncomplete information may cause misplacement, misuse, loss andfor wrong disposal of equipment purchased
with foederal funds.

Recommendation

The recordkeeping procedures should be strengthened in order to assure comphance with apphicable federal
regulations regarding equipment.

Questioned Cost
None

Finding Numbor 2008-23 (FA} - Procurement and Suspension and Debarment (1} {MW)

Condition

In seven (7} vontracts procurement process we fested the complinnce and internal control and found the
following exceptions:

1. Ome (1) contract without evidence of Certifteate of Incorporation.

2. Two 2) conlracts without evidence of Corporate Resolution.

i One (1} conlract without evidence of the Policy of the State Insurance Funds.,
4. One (1) contract without evidence of Certification of Good Standing.

5. Qne (1) contract withouot evidence of verified in the Fxcluded Parties Eist,

6. One {1 contract without clevse of termination for cause and for convenience by the grantee or subgrantee
including the manner by which it will be effected and the basis for settlement.

7. Ooe (1) contract withma clause of compliance with Section 133 and 197 of the Contract Work Hours and
Safety Standard Act (40 11.5.C. 327-330) as supplemented by Department of Labor regulations.

8. One {1} contract without clause of Notice of awarding agency requirements and regulations pertaining to
reporting.

9. One 1) contract without clause of Retention of afl required records for three years after grantees or
subgrantees make final payments and all other pending matters are closed,
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Linding Number 2008-23 {FA) - Procurement and Suspension and Debarment {13 (MW ), Continue

Criteria

24 CFR Subpart C, Section 83.36 (h), Procurement standards. {1) Gramees and subgrantees will use their own
procurement procedures which reflect applicable State and local faws and regulations, provided that the
procurements contorm {o applicable Federal law and the standards wentified i this section,

C'riteria

24 CFR Subpart C, Section 83.36 (1}, A granfee's and subgranfee's contracts must contain provisions in
paragraph (i) of this section. Federal agencies are permitted o require changes, remedies, changed conditions,
access and records rewention, suspension of work, and other clauses approved by the Office ol Federal
Procurement Policy. {2) Termination for cause and for convenience by the grantee or subgrantee including the
manner by which it will be effected and the basis for settlement. {All contracts in excess of 510,000, (6}
Compliance with Sections 103 and 197 of the Contract Work Hours and Safety Standards Act (40 U.S.C. 327-
334) as supplemented by Department of Labor regulations (29 CER part 3). {Construction contracts awarded by
grantees and subgrantees in excess of 5200, and in excess of $2.500 for other contracts which nvolve the
employment of mechanics or Laborersy, (7) Notice of awarding agency requirements and regulations pertaining
o reporting. (10} Access by the grantee, the subgrantee. the Tederal grantor agency. the Comptroller Generat of
the United States. or any of their duly authorized representatives o any books, documents, papers. and records
of the contractor which are directly pertinent o that specific contract for the purpose of making aundit,
examination, excerpts, and franscriplions.

24 CFR Subpart C, Scction 85.35, Grantees and subgrantees must not make any award or permit any award
{subgrant or contract) at any tier to any party which is debarred or suspended or is otherwise excluded from or
ineligible for participation in Federal assistance programs under BExecutive Order 12548, “"Debarmernt and
Suspension,”

Cause

‘The Luck of integration of the contractual procedures established by The Municipality’s Legal Division and the
Program does nat comply with the state and federat regutations. T addition, the Program does not have an
effective internal conired over the documients reguired in the contract file.

Elfect

The lack of internal comtrol gnd compliance over contract agreement of the Program represent that The
Municipality is not i incompliance with Federal regulations concerning of Procurement. In addition. failures
to request the certitication for suspension and debarment may increase the possibility that The Municipality
could enter infe an agreement with an enlity excluded from making condracts or transactions invelving federal
funds.

The Municipality should lake the necessary actions to require to The Municipality’s Legal Division the
mmplementation of the provision established in the federal regulation. In addition, the Program should
strengthen its infernal controls to comply with the checklist that includes afl required documents should be
included in every procurement tile,

Questioned Cost

None
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Iinding Number 2008-24 (I'A) - Sub recipient momtoring (M) (MW}

We evaluated nine (9) monitoring tssued during the fiscal year 2007-2008 and noted the following:

I. Inone {i) monitoring, we noted that the cash disbarsement test was not performed. therefore the anditor
dues not evaluated whether the cost of the disbursement were atlowed.

2. Inone {1 monitoring, we noted that The Municipality did not request the audit of financial statement and
campliance under OMB Circolar A-133.

Criteria

24 CFR Subpart C, Section 8340 (), Monitoriag by granteey. Grantees are responsible for managing the day-
to-day cperations of grant and subgrant supported activities. Grantees must monitor granl and subgrant
supported activities o assure compliance with applicable Federal requirements and that performuance goals are
being achieved. Grantee monitoring must cover each program. Tunction or activity,

Housing Authority Administrative Plan for the fiscal vear 20072008, Monitoring procedures, establish that the
current report is intended 1o describe the monitoring process of sub-recipient receiving CDBG funds through the
Department of Housing of The Municipality of Ponce. It s composed of 2 sequence of stages developing a
cyele:

5% Stage: Eveluation of evidence submitted, & Follow Up other areas; Monitoring Objective (71, To verify if
subrecipient’s funds administration is in reasonable and satisfaciory compliance with procedures, by-faws and
applicable rules in accordance with the refated activity, the Apreement and the following repulation: a. OMB
Circular No. A-122 ~Cest Principles for Non-Profit Organization™, b. 24 CFR Part 45 or OMB Circular No. A-
133 “Audifs of States. Local Governments & Non-Profit Organizations”, ¢. 24 CFR Part 84 or OMB Circular
No. A-HEO “Uniform Administrative Requirements for Grants & Agreements with Institutions of Higher
Education, Hospitals & other Non-Profit Organizations™.

The Program did not maistain an etfective control over the sab-recipient monttoring procedures established by
the state and federal regulations.

Effect

Fhe fack of 4 complete sub-recipient monitoring process could weaken the corroboration of adeguate use of
federal funds provided to the sub-recipient entities.

Recommendation

The Municipality should strengihen s moasoring procedures and interual control to take immediate action
over the use of federal funds ss required by federal regulations.

Questioned Cost

None
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FEDERAL PROGRAM - HOME INVESTMENT PARTNERSHIP PROGRAM (CFDA No 14.239)

Finding Number 2008-25 (FA) - Allowable Costs/Cost Principles (B) (MW)

Condition
We examined forty (40} disbursements and noted the following:

t. One (1) purchase order did not have evidence of the signing of the budget director or authorized
representation.

2. One (1) purchase requisition was prepared after the purchase order.

3. Two (2} payments for construction contracts were paid before the period of services provided. The
Muonicipality pay the contractor before the completion of the work:

—  Check #547 - $4.980.23

—  Check #3536 - $6.367.66
Criteria
24 CFR Subpart C. Section 85.20 (by (2} and (b) (6). Accrmting records, prantees and subgrantees musl
maintain records which adequately wdentify the source and application of funds provided for financially-assisted
activities. These records must contain intormation pertaining o grant or subgrant awards and avthorizations.
obhgations.  unobhigated  balances, assets. labilities, outlays  or  cxpenditures. and  income.  Sowrce
documentation., accounting records must be supported by such source documentation as cancelled checks. paid
bills, payrolls, time and attendance records, contract and subgrant award documents. etc,
24 CFR Subpart C, Section 85.21 (g) (3), A Federal agency shall not make payment to grantees for amounts
that are withheld by grantees or subgrantees from paymenl to contractars o assure satisfactory completion of

work. Pavments shall be made by the Federal agency when the grantees or subgrantees actoally disburse the
withheld funds to the contractors or to escrow accounts established to assure satisfactory completion of work.

Cause

The Municipality is not performing an effective review of the supporting documents of the dishursement and is
not carrying out through its policies on internal procedures for purchase requisition. purchase order. and
disbursement.

Effect

The lack of effective internal control of the disbursement process in the above mentioned procedures affects
Fhe Municipality in the application of the applicable laws and regulations.

Recommendation

The Municipality should cvaluste its imternal controls and supporting documentalion required for the
dishursements and should ascertain that they comply with the applicable laws and regulations.

Questioned Cost
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Finding Number 2008-26 (FA} - Cash Management (C) (MW)

Condition
in our driowdown test over torty (40) dishursements. we noted the following exceptions:

. Seven {7} checks prepared without evidence of pickup or mail date by the supphier which aved corroburate
tme clapsing paymient provedures; according of these we couldn’t evaluate the cash muanagement
comphiance reguirement,

2. Three (3} checks does not appear in the register control check that is where the Program specifies the date
on which they are sent by mail, the date and signature of the person who collected it in person.

3. During our audit of programs” bank recoaciliations, we noted that the cash balance shown higher average
monthly cash balance over $9.500. as follows:

—  Augast 2007 - $35.148

—  September 2007- $33.037
—  January 2008 - 513,251

—  May 2008- $11.082

4. Two {2) checks were submitied o the supplier or participant more than {ifteen (13} days of the next workday
afler the funds were depasit in the bank account.

Criteria

24 CFR Subpart €. Section X5.20 (b} {7y, Cash management. Procedures for minimizing the time elapsing
hetween the ransfer of funds from the ULS, Treasury and disbursement by grantees and subgrantees must be
foHowed whenever advance payment procedures arg used. Grantees must establish reasonable procedures o
ensure the receipt of reports on subgrantees' cash balances and cash disbursements in sufficient Lime to enable
them to prepare complete and accurale cash transactions reporis o the awarding agency. When advances are
made by letter-of-credit or electronic transfer of funds methods, the grantee must make drawdowns as close as
possible to the time of making disbursements. Grantees must monitor cash drawdowns by their subgrantees o
assure that they conform substantially t¢ the same standards of eiming and amount as apply to advances to the
grantees.

24 CFR Subpart K, Section 92.502 (¢ (2), HOME funds drawn from the United States Treasury account must
be expended for eligible costs within 13 days. Any mterest carned within the |5 days period may be retained by
the participating jurisdiction as HOME funds. Any funds that are drawn down aond not expended for eligible
costs within 15 days of the dishursement must be returned to HUD for deposit in the participating junisdiction's
United States Treasury account of the HOME Investment Trust Fund, Interest earned after 15 days belongs o
the United States and must be remitted prompily, bat at least quartetly, o HUD, except thut a local participating
jurisdiction may retain interest amounts up to $100 per year tor administrative expenses and States are subject
to the Intergovernmental Cooperation Act {31 U.S.C. 6301 et seq.)

Cause

This condition was primarily caused by the luck of effective cash munagement procedures. In addition, The
Municipality is not recorded in s internal control of the date when the check was collected or sent 1o the
participant or supplier.
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Finding Number 2008-26 (FA) - Cash Management {C) {MW), Continue

Eftect

Inadequate controls over cash management and HUD requirement could reduce or recapture HOME funds as
established by Subpart K, 24 CFR Section $2.500 ¢d} (1),

Recommendation

The Municipality must maintain an effective internal control over who is the Program Official to be
responsible for delivering the check in person or by mail and keep track on them, In addition, The
Municipality should improve the internal control to comply with the time requirements of HUD federal

regulation to the time elapsed between the receipts of fund, the request of funds requirement process and the
tinai dishursement for expendiiures.

Questioned Cost
None

Finding Number 2008-27 (FA; - Davis Bacon Act (127 (MW)

Condition

We evaluated the only contract of construction (LUCHA CONTRA EL SIDA, INC.) that was in force during
the fiscal vear 2007-2008. and noted the following:

L. Contract without contract provision for Payment of Prevailing Wages,

2. One (1) payroll certification without evidence that was moenitored and evaluated by the payment official
examiner.

3. AR certification were evaluated on February 8. 2008 by the Official Program as all the centificates were
defivered by the contractor on February 6. 2008, The contractor completed the construction and then
reguest for all payments. The project was never inspected by inspectors of the Program. The pavments
were for $194.000.

4. The Municipality did not perform a monitoring process in the project as stated in the contract clause.
5. All payrolt certification do not include the contract number or project number,
Criteria

24 CFR Subpant H, Scction 92354 (a3 (1) and (a3 (3), Every contract for the construction {rehabilitation or new
censtruction} of housing that includes 12 or more units assisted with HOME funds must confain a provision
reguiring the payment of not less than the wages prevailing in the locality, as predetermined by the Secretary of
Labor pursuant o the Davis-Bacon Act (40 U.S.C. 276a-276a-5). to all laborers and mechanics employed in the
development of any part of the housing. Such contracts must also be subject o the overtime provisions, as
applicable, of the Contract Work Hours and Safety Standards Act (40 U.S.C. 327-332).  Participating
jurisdictions, contractors, subcontractors. and other participants must comply with regulations issued under
these acts and with other Federal laws and regulations pertmning to lsbor standards and HUD Handbook 1344.1
{Federal Labor Standards Compliance in Houwsing and Community Development Programs). as applicable.
Participating jurisdictions must require certification as o compliance with the provisions of this section before
making any payment under such contract,
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Finding Number 2008-27 (FA) - Davis Bacon Act {1 (MW Continue

Cause

The Program did not maintain an effective control over the Federal Labor Standard Provisions required by
reguiation,

Inadequate review procedures regarding to documentation for dishursement and contract provision process may
cause that The Municipality may agree with contractor that is not in complignce with state and federal faw.

Recommendation
The Municipality should strengthen its internal control on the revision of payroll certification before
proceeding with the payment. and maintaining a regular monitoring of all its contracts to ensure that they

comply with all provisions.  In addition, there must be an effective communication between managemienl
program and the department of inspectors,

Questioned Cost

Not determinable.

Einding Number 2008-28 (FA} - Eligibility (EY (MW}

Condition
In our test over twenty-four (24) participants” files, we noted the following exceptions:

I, Pour (4) files examined did not include evidence of income (Certificate of employment or Copy of last two
pay stubs),

rJ

Four (4) files examined did not inchude evidence of ASUME Certication.

3. Five (3) files examined did not inchude evidence of Department of Labor Certification,

4. Seven (7} files examined did not have evidence for the verification of assets.

5. Three (3) files examined did not include evidence ot Department of Treasury Debt Certitication,

6. One (1} file examined did nol include Certification of CRIM.

7. Imonc (D file examined, we noted that funds were awarded to a participant whose acquisition costs exceed
the cost allowed. The Municipality may submit only subsidy for acquisition of housing not 0 exceed
$95,000 acconding to its internal contrel and Consolidated Action Plan and the city fuifed 10 comply with
the regulation because the original cost of housing is $102.500. The funds given fo this participant were
$6.000.

8. Inone (1) file examined, we noted that The Municipality was not eligible because it did not comply with

the income limit table. The participant is shown as extended family (participant, sons, and nephows),

however there is no evidence on the file to the legal custody of the nephews. The funds given to this
participant were $40,000.
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Finding Number 2008-28 (FA) - Eligibility (E) (MW). Continue

Criteria

24 CFR Subpat E, Section 92.203 {a). {11, The HOME program has income targeting requirements for the
HOME program and for HOME projects. Theretore, the participating jurisdiction must determine each family is
income eligible by determining the family's annual income. For families who are tenants in HOME-assisted
housing and not receiving HOME tenant-based rental assistance. the participating jurisdiction must initially
determine annual income using the method in paragraph (3Y1Niy of this section. For subsequent income
determinations during the period of affordability, the participanng jurisdiction may use any one of the following
methods in accordance with Sec. 92.252thy: (i Ixamine the source decuments evidencing annual income
(e.g.. wage statement, interest statement, unemployment compensation statement; for the family. (i) Obtain
from the family a written statement of the amount of the family's snnual income and tamily size. along with a
certification that the information is complete and accurate. The cenification must state that the family will
provide source documents upon request. (iH) Obtain o written slatement from the administrator of a
sovernmient program oder which the family receives benefuts and which exaonnes each year the annuel income
of the family, The statement must indicate the tenant's family size and state the amount of the fammly's annual
income; or alternatively, the statement must indicate the current dottar limit for very low- or low-income
families for the family size of the lenant and state that the tenant's annual income does not exceed this Timit

24 CFR Subpart K, Section 92.508 {a}, General. Each participating jurisdiction must establish and nmintain
sutficient records 1o enabie HUD to determine whether the participating jurisdiction has met the reguirements of
this part.

24 CFR Subpart ¥, Section 92.201 (b (1}, Each State participating jurisdiction is responsible for distributing
HOME tunds throughout the State according to the State’s assessment of the geographical distribution of the
housiog needs within the State, as wdentsfied in the State’s approved consoludsted plan. The State must distribute
HOME funds to rural areas in amounts that take into account the non-metropelitan share of the State's total
population and objective measures of raral housing need., such as poverty and substandard housing, as set forth
in the State's approved conselidated plan. To the extent the need is within the boundaries of a participating unit
of general local government, the State and the unit of generat local government shall coordinae sctivitics o
address that need.

24 CEFR Subpart A, Section 92.2 (1, Single parent means an individual who:
£ 1} Is unmarricd or legally separated from a spouse: and
{2} Has one or more minor children of whom the individual has custody or joint custody, or iy pregnant.

Munwcipality of Ponece, Department of Community Development Action Plan Fiscal Year 2007-2008. Policy of
Imernal Controt for HOME Acquisition Page 2, (.

Cause

The condition is caused by lack of effective mternnl monioring over the eligibility intersal control criteria and
federal regutation. In addition. the Program Officer needs fo maintain in the participant tile all documents that
support eligibifity,

Irradequate controd over ehgibibity process and participant file docementation may cause that 'The Municipality
did not comply with state and federal regalation and HED could reduce or recapture HOME fund.

Recomunendation

The Municipality's management should perform and adequate review procedures vver HOME Acquisition or
Rehabilitation participant file and disbursement to verify if the eligibility internal control established meets with
federal program reguirements.
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Finding Number 2008-28 (FA} - Lligibility (E) (MW, Continue

Questioned Cost

Finding Number 2008-29 (¥A) - Equipment and Real Property Management (F) (MW)

Condition

We performed sudit procedures to six (6 equipment disbursements. and examined the property subsidiary and
the internad control of property, plan and equipment and noted the following:

1. One (1) eguipment do not has the serial number in the property subsidiary ledger.

2. The entire samples have the source of funds incorrect in the property subsidiary ledger. The property
Subsidiary Eedger indicated that the equipment was purchased with funds from the CDBG Program but the
dsbursement is funded by the HOME Program and 8 being used to benefit the HOME Program,

3. In the entire sample we observed that the subsidiary property ledger does not indicate the condition of the
equipment and percentage of federal participation in the cost.

4. We noted that the number of tug that is physically in the equipment not correspond for the HOME Program.
Criteria

24 CFR Subpart C, Section 85.32 (dy (). Management requirements. Procedures for managing equipment
{including replacement equipment), whether acquired in whole or in part with grant funds, until disposition
iakes place will, as a minimum. meet the following requirements:  Property tecords must be maintained that
mclude i deseription of the property, a seriaf number or other identification aumbuer. the source of property, who
holds title, the acquisition date, and cost of the property, percentage of Federal participation tn the cost of the
propesty, the location. use and condition ol the property, and any uitimate disposition data inciuding the date of
disposal and sale price of the property,

Cayse
The Municipality did not maintain an effective internal control over the information recorded in the property
subsidiary ledger. The property management internal control is not designed to provide information of property

acquired with federal funds as required by federal regulations,

Effect

Incompiete documentation in the record of the subsidiary property can cause error und misuse. loss andfor
wrong disposal of eguipment purchased with Federal funds which may result in questioned cost.

Recommendation
The Municipality must update the mformation required in the subsidiary property ledger in order to comply

with federal regulation. The Program must prepare or buy tag number for all federal program required and
ensure that the equipment is registered with the right Program.

None

98




Finding Number 2008-30 (FA) - Procurement and Suspension and Pebarment {[) {MW)

Condition

In three {37 contracts procurement process and four (4) purchases order, we tested the compliance and internal
contrel and found the following exceptions:

I. Omne (i} comtract agreement did not include the effective signature date.

[}

One (1) contract without evidence of the Policy of the State Insurance Funds.
3. Thyree £3) contracts without evidence of Certificatior of Good Slambing.

4, One (1) contract without evidence of Certification of Law and Code Contractor and Anticorruption
Procedures.

5. Twoe (2) contracts without evidence of Verification of Emgloyment and Human Resources Debt.
&, One (1) contract withowt evidence of Payment and Performance Bond and Bid Bond.

7. One (1) contract agreement without clause of Lead Based Paint.

8. One{1)contract agreement without clause of Patent write and copytight.

9. Pour (4) purchases order supporting documents did nolinclude evidence of competition process,

24 CFR Subpart €, Section 83.36 (a), (b). States. When procuring property and services under a grant. a

State will follow the same policies and procedures i uses for procurements from its non-Federal funds. The
State will ensure that every purchase order or other contract includes any clauses required by Tlederal statutes
and exccutive orders and thelr implementing regulatons. Other grantees and subgrantees will follow paragraphs
(b through (i} in this section. Procurement standards. (1) Grantees and subgrantees will use their own
procurement procedures which reflect applicable State and focal taws and regulations, provided that the
procugements conform to applicahle Federal luw and the standards wdentified in this section, (2) Grantees and
subgrantees will matnain a contract administration system which cnsures that contractors perform in
accordance with the terms, conditions, and specifications of their enntracts or purchase orders.

24 CFR Subpert C, Scetion 83.36 (h). Bunding requirements. For construction or facility improvement contracts
ur subcontracts exceeding the simplified acquisition threshold. the awarding agency may accept the bonding
policy and requirenents of the grantee or subgrantee provided the awarding agency has made a determination
that the awarding agency's interest is adequately protected. If suck a determination has not been made. the
minivuun requirements shall be as tollows: (1) A bid goarantee from each bidder equivalent to five percent of
the bid price. The ~"bid guarantee” shafl consist of 4 firm commitment such as a bid bond, certified check, or
other negotiable instrument accompanying @ bid as assurance that the bidder will, spon acceptance of his bid,
execute such contractual documents as may be required within the time specified. (2) A perfirmance bond on
the part of the contractor for [0 percent of the vondract price. A “performance bond” Is one exceuted
connection with a contract o secure fuillment of all the contractor's obligations uader such contract. {33 A
payment bond on the part of the contractor for 100 percent of the contract price. A “payment bond” is one
executed i connection with a contract o assure pavment as reguired by law of all persons supplying labor and
material i the execution of the work provided for in the contract. 24 CFR Subpart C. Section 85.36 (1} {9),
Awarding agency requirements and regulations pertaining to copyrights and rights in data.
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Finding Number 2008-30 (I°A) - Procurement and Suspension and Bebarment {T) {MW3, Continue

Criteria

24 CFR Subpart C, Section 83.36 (¢}, Comperition. (13 All procurement transactions will be conducted n 4
manner providing full and opea compention comsistent wilh the stundards of Sec. 85.36. Some of the situations
considered to be restrictive of competiton. 24 CFR Subpart C, Section 8536 {d) (3). Procirement by
competirive proposals. FThe techmgue of competitive proposals is normally conducied with more than one
source submilting an offer, and either a fixed-price or cost-reimbursement type contract is awarded. 1t s
aeneally used when conditions are not appropriate for the use of scaled bids,

24 CFR Subpart H. Section 92,3553, Housing assisted with HOME funds is subject o the Lead-Based Paint
Poisoning Prevention Act (42 U.S.C. 4821-4846). the Residential Lead-Based Paint Hazard Reduction Act of
1992 (42 U.8.C. 4851-4856), and implementing regulations at part 35, subparts A, B, J, K. M and R of this title.

Policy of Internal Control established in the Autonomous Municipality of Ponce Department of Commanity
Development Action Plan Fiscal Year 2007-2008 and  Department of Community Development Check List

Contract Docamenls.

Cause

The Municipality does not have effective internal controf over contrzet provision and procurenent process.

Effect

The fack of imternal confrol over contract agreement and supporting documents of HOMIE Program represent
that The Municipality is not in compliance with Federal regutations concerning of Procurement process.

Recommendation

The Municipatity should strengthen ity internal controls in the recruitment process and reonitor the officer in
charge of preparing and reviewing contracts to ensuee that compliance with all state and federal laws,

None

Finding Number 2008-31 (EA} - Accounting Records (L) (MW}

We evaluale the list of confract that were issued for the fiscat year 2007-08 and helonged o the oblipations
reguired by HUD according o the commirment 2006 ancd noted the following: (a) the commitment transactions
recorded mn DTS report {C-O4PR27) at July 21, 2008 have difference hetween the encumbrances reported in the
program’s accounting records. The program’s accounting records present more oblizations.

Criteria
24 CFR Subpart C, Section 83,24 {b) {2). Accounting records. (rantees and subgrantees must maintain records
which adequately identify the source and application of funds provided for financially-assisted activities. These

records must contain information pertaining to grant or subgrant awards and auwthorizations. obligations,
unoblipated balances. assets. Habilities, outlays or expenditures. and income.
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Finding Number 2008-31 {FA} - Accounting Records (L) (MW, Continue

The Program has no effective monitoring review process for the encumbrance posted in the sccounting system
and over federal grants funds by the program’s officers as established by federal regutmions. This difference is
because The Municipality does not reconcile the obligations recorded in the MIP System with the obligations
of the Report of IDIS.

Etfect

Lack of effective accounting procedures do not allow the effective internal control of the federal funds
avthorized o The Municipality. [f the commitments are not in the right way The Municipality could be in
non compliance and HUD Department could reduce or recapture HOME funds according to the federal
regulations.

Recommendation

The Municipality should improve the accounting system procedures for compliance with the siandards
required by the federal regulations.

Questioned Cost
None

Finding Number 2008-32 (EAY - Sub-recipient Monitoring (M)

Cuondition
We evaluated the only two (2) moenitoring issued during the fiscal year 2007-08, and noted the following:

1. Inone {1} monitoring, we noted that the audit documents are incomplete and does not include  some
findings presented by monitoring report.

Criteria

24 CFR Subpart K, Seclion 92504 (a). Responsibiliries. The participating jurisdiction is responsible for
munaging the day to day operations of its HOME program. ensuring that HOME funds are used in accordance
with all program requirements and wrillen agreements, and taking appropriate action when performance
problems arise. The use of State recipients, subrecipients, or contractors does not relieve the participating
jurisdiction of this responsibility. The performance of each contractor and subrecipient must be reviewed
feast annualty,

Housing Authority Administrative Plan for the fiscal vear 2007-08. Monitoring Procedures, establish that the
current report ks intended to describe the monitoring process of sub-recipients receiving HOME funds through
the Department of Housing of The Municipality of Ponice. It is composed of a sequence of states developing a
cycle: S™ Stage — Evaluation of evidence submitted, & Foliow Up Other Areas — Monitoring Objective.

Cuuse

The Program did oot maintain an effective control over the suh-recipient monitoring procedures established by
the state and federal regulations,

Effect
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The fack of a complete sub-recipient monitoring process could weaken the corroboration of adequate use of
federal funds provided (o the sub-recipient entities.
Finding Number 2008-32 {FA) - Sub-recipient Monitoring (M3, Conatinue

Recommendation

The Municipality should strengthen its monitoring procedures and intersal control to take immediate action
over the use of federal funds as required by federal regulations,

Nonge

Finding Number 2008-33 (FA) - Setting Hp & Draw Down (N)

We evaluated thirty (30) drawdown's and noted the following exception:

in the drawdown request number 14545319, we noted that the Officer who approved the drawdown is not
authorized by the administration of the Program.

Criteria

24 CEFR Subpart K. Section 92,302 (hY (1), Project sef-np.  Atter the participating jurisdiction executes the
HOME Investment Partnership Agreement. submits the applicable banking and security documents. complies
with the environmental requirements under 24 CHR part 38 for release of funds and commits funds to a specific
focal project, the participating jurisdiction may identify {set up) specific investments in the disbursement and
information system. [nvestments that require the set-up of projects in the system are the acquisition. aew
construction, or sehabilitation of housing, and the provision of enant-based rental assistance. The participating
jurisdiction s required o earer complete project set-up information at the time of project set-up. 24 CER
Subpart K, Section 92502 (o) (1), Dishursement of HOME funids. After complete project set-up information 1s
entered into the dishursement and information system., HOME funds for the project may be drawn down from
the United States Treasury account by the participating jurisdiction by electronic tunds ransfer. The funds will
be deposited in the local sccount of the HOME Investment Trust Fund of the participating jurisdiction within 4§
10 72 howrs of the disbursement reguest. Any drawdown of HOME funds from the United States Treaswry
account s condittoned upon the provision of satistactory information by the participating jurisdiction about the
project or tenant-based rental assistance and compliance with other procedures, as specitied by HUD,

This situation ceeurred because Fhe Municipality did not have an effective internal control over the drawdown
set-up when the Program Officer was absent.

Effect

The lack of internal control over drawdown of funds HOME represent that The Municipality is not in
compliance with regulation concerning of set-up drawdown procedures,

Recommendation

Fhe Municipadity should improve #s inlernal control procedures over drawdown set-up procedures in order to
comply with federal regulations.

Questioned Cost




None
FEDERAL PROGRAM - SECTION 8 HOUSING CHOICE VOUCHER CFDA No, 14.871)

Finding Number 2008-34 (FA) - Dishursenent Voucher Process (B) (D, (MW)

We evaluated twenty-three (23) administrative disbursements and noted the ollowing:
i. Oae (1) voucher of payment did not have evidence of the signing of the account payable official.

2. Two (23 purchases order supporting documents did not include evidence of Competition process,

3. Three (3 contract agreements did not include the effective signature date.

24 CFR Subpart €. Section 83,20 (b)Y (2} by (3) (b} (3) and (b) (6}, Acconnting records. grantees and
subgrantees must matetamn mecords which adequately identify the souvrce aed application of {unds provided for
fingncislly-nssisted activities. These records must contaie information pemaining to grant or subgrant awards
and authorizations, obligations, unobligated balances, assets, liabilities, outlays or espenditures, and income.
Internal control, Elfective control and accountability must be maintained for all grant andsubgrant cash. reat
and perscual property, and other assets. Grantees and subgrantees must adequately safeguard all such property
and must dssure that it is used solely for authorized purposes. Allowable cost, Applicable OMB cost principles,
agency prograrn regulations. and the terms of gramt and subgrant agreements will be followed in determining
the reasonableness. allowabiltty, and allocability of costs. Sowrce docwmentation, accounting records must be
supported by such source documentation ax cancelled checks, paid bills, payrolls, lime and attendance records.
contract and subgrant award documents, ele,

24 CFR Subpart €, Section 85.36 (1), (b}, States, When procuring property aad services under a grant, & State
will follow the same policies and procedures i uses for procurements from #s non-Federal funds. The State will
ensure that every purchase order or other coatract includes any clauses regquired by Federal statutes and
executive orders and their implementing regulations. Other grantees and subgrantees will follow paragraphs (b)
through (1} in this section.  Procurement standards, {1} Grantees and subgrantees will use their own
procurement procedures which reflect applicable State and local laws and regulations, provided that the
procurements conform to applicable Yederal law and the standards identitied in this section. (2) Gramtees and
subgrantees will maintain a contract administration system which ensures that contractors perform in
accordance with the terms, condinons, and speafications of their contracts or purchase orders.

24 CFR Subpart €, Section 83.36 {0}, Competition. (1} All procwrement transactions will be conducted in a
manner providing full and open competition consistent with the standards of Sec. 85.36. Some of the situations

considered to be restrictive of competition.

Cause

The Program did not maintain an effective control over purchase order, contract. and supporting documents of
disbursement voucher.

The lack of effective mternal controls over disbursenrent and procurement area represent that The Municipality
kst compliance with laws and regulations concermng dishursements procedures,
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The Municipality should evaluate its intermal controls over disbursement and procurement and ascertain that
comply with the applicable laws and regutations.
Tinding Number 200834 (FA) - Disbursement Voucher Process (B). (D, (MW, Continue

Questioned Cosi
None

Finding Number 2008-35 (FA) - Cash Management {C) (MW)

Condition

I, During our awdit of programs’ bank reconciliation account number 0101 1030060030 of Section 8
Voucher, we noted that the cash balance shown higher average monthly balance over $2.950.000. This
situation presents potential for excessive federal cash on hand.

2. During the evaluation of the bank reconciliations. we noted that several checks outstanding for more than
six monihs and more than a year, In several months we see that the canceled checks that are forfeited by
their lite belong to the same person or entity, The Program does not have a monitor over outstanding
checks for more than $ix months.,

Criteria

24 CFR Subpart C. Section 85.20 (a) (3) and (&) (7). Internal contrad, Effective control and accoumutability must
be meintained for all grant and subgrant cash. real and personal property, and other asseis. Grantees and
subgrantees must adequately safeguard all such property and must assure that it is used solely for uuthorized
purposes. Cush management. Procedures for minimizing the time elapsing between the transfer of funds from
the U.S. Treasury and disbursement by grantees and subgrantees must be followed whenever advance pavment
procedures are used. Grantees must establish reasonable procedures to ensure the receipt of reports on
subgrantees’ cash balances and cash disbursements in sufticient time to enable them to prepare complete and
accurate cash transactions reports w the awarding agency. When advances are made by letter-of-credit or
electronic transfer of funds methods, the grantee most make drawdowns as close as possible to the time of
making disbursements. Grantees must monior cash drawdowns by their subgrantees to assure that they conform
substantially o the same standards of timing and amount as apply to advances to the grantees,

Cause

The Program does not maintain a regular monttoring of the excessive balance in cash and check outstanding for
long time.

Lifect

‘fhis situation could cause reimbursement of funds to the federal agencies correspond of interest eurned by
maintain excess cash on hand and by request funds that not represeny an immediate need,

Recommendation
The Municipality should take the effective and necessary action to analyze the real causes of this siustion and

to improve compliance with federal requirement for cash management regarding puyntent to (enant and landiord
and cash balance.

Questioned Cost

Not Determinibie
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Finding Number 2008-36 (FA - Participant Eligibility {E) (MW}

Condition

We have performed an eligibility test for forty (403 purticipants” files and noted the following exceptions:

£

Tad

3

20,

Six (6} files examined did not comply with the timing requirement to initiate the reexamination verification
Process.

Four {$) files examined did not include evidence of income.

Two (2 files examined did not include evidence of Family Department Certitication (PAN).

Two (2} files examined did not include evidence of Family Child Support (ASUME)} Cerdification,
One (1) file examined has the adjusted income of the family calculated incorrectly.

One (1) file examined did not include evidence of US Citizenship Declaration Form.

Three {3} files examined did not have evidence of Soctal Security Verification.

Eight (8) files examined did not have evidence of Authorization for Release of Information/Privacy Act
Notice.

In one (1) file examined the certification of child care cost that were considered in the Form 50038 are
calcwlated incorrectiy.

. One (13 Ble examined did not inclade evidence of the cost of child care expense.
. Twenty (207 files examined did not include evidence of Value of Assets verification.

. Six (6) files examined did net include evidence of Good Behavior Certification for alf family members of

I8 vears ofd and up.

. Six (6) files examined did not include evidence of Drug Free Certification.

. Three {3} files examined did not include HAP Contract or Amendment that apphied to the fiscal year

audited.

. Ome (1) file examined did not include evidence of the Lease of Voucher Tenancy.,

. Ten (HD files examined did not include evidence of utilities invoice and the tenants have utilities

allowance.

. Three {3) files examined have the utilies allowance calculated incorrectly in the contract amendment.

. In twelve (12} fites examined, we noted that the contracts were signed long after the ettective date that

indicates the annual reexamination {Form 5003%) and the effective date of the contract; therefore payments
were processed without the contract being completed.

Four {4) contracts or amendments did not indicate the ntitities allowance however the Program is given
subsidy to the tenant,

In one {1} filke examined the contract does not indicate the negative rent applied according {o the Family
Report 50038,




Finding Number 2008-36 (FA) - Participant Eligibility (E} (MW}, Continue

Condition
21, Two {2) tiles examined did not include evidence of Marriage or Divorce Certification.

22, ‘three {30y files examined did not include evidence of Sworn Statement that identified the Social Status.
Income. and Property,

23, Three (3} files examined did not include evidence of family members” Birth Certification.
24, Two (2) tiles examined did not include evidence of Cenificate of Study Children.

25, Six {6} files examined did not inciude evidence of Department of Labor Certificabion for ali members of IR
years old and up.

26. Eight (8) files examined did not include evidence of Department of Treasury Debt Certification

27. Six {6) fles examined did not include evidence of Certification of Movable and Immovable Property
{CRIM).

28, Eight (8) files examined did uot inclode evidence of Certification of Income Tax Return for the last five
years.

24, Six (6} hiles examined did not include evidence of Credit Information Authorization.
30, Two (2} fites exapvined did not include evidence of Famnily Phow,
Criteria

24 CFR Subpart B, Section 5.609 established that as a condition of admission or continued occupancy. the
tenant must provide necessary information, documentation and tenant’s suthorization o verify income
eligibility. 24 CFR Subpart K Section 9825316 {a), established that PHA responsibility for reexamination of
family income and composition at feast annuatly, (23 The PHA must obtain and document in the tenant file
third-party verification of the following factors. or must document in the tenamnt file why third party verification
was not available: (i) Reported family annual tncome: (i) The Value of Assets, (i) Expenses related to
deduction from annual income: and (iv) Other factors that affect the determination of adjusted income, 24 CFR
Subpart F. Section 5.61 1, established adjusted income and deduction federal regulation. 24 CFR Subpart E,
Section 982.204. Eligibility and Targeting. When applicant is efigible: General. the PHA may only admit an
eligible family to the program. To be eligible. the applicant must be a " family;” must be income-eligible i
accordance with paragraph (b} of this section and 24 CFR part 5, subpart Fi must be a citizen or a no citizen
who has eligitle immigration status as determined in accordance with 24 CFR part 5. subpart E. 24 CFR
Subpart B, Section 5.23G, Consent by assistance applicants and participants.

Housing Choice Voucher Program Guidebook. Chapter 12, Section (12.4). Reexamination Procedures. The
Housing Authority Administrative Plan for the Fiscal Year 2007, Section 3.2, Efigibiliry Criteria, Section 6.4.
Tern of the Housing Choice Voucher. Section 9.0, Determination of Family Income, Section 10.0, Verification,
Section 11.0, Rent and Housing Payrient. Section 14,0, Recerrification. Section 17.0, Tersination of the Lease
and Contract.

The Programs’ officers did not maintain organized files and may not have obtained required docomentation to
validate the participant’s eligibility. In addition, The Manicipality has no effective monitoring review process
for the program intermal quality control,
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The Municipality may be gualifying participants that do not meet the cligibility requirements established by
federal program and could have an effect in the performance on SEMAP report.

Recommendation

The Municipality should esiablish strengthen internal supervisory quality controls to monitor performance,
ensure compliance with these procedures. and train staff on documentation and venification process.

Questioned Cost
Not Determinable

Finding Number 2008-37 (FA) - Financial Reporting (L) (MW)

In sur test over “Voucher for Payment of Anaual Contribution and Operation Statement Report™ versus the
accounting records, we noted the following:

1. In the period covered from July 1, 2007 to September 30, 2007 the tollowing items reported certan
differences:

a.  The HAP Voucher Unit

b. The “Portability-In" HAP Voucher Unit. for the month of July 2007
¢.  The “Portability In” HAP Voucher Expense

d. The Administrative Expenscs

2. In the period covered from October 1, 2007 to December 31, 2007 the following items reported certain
differences:

a.  The “Portability Out™ HAP Voucher Unit, for the month of December 2007
b. The HAP Voucher Unit
¢.  The “Portabihity Qut” HAP Voucher Expense, for the month of December 2007
d. Fhe “Fraud Recovery Amount Booked™, fur the month of November 20057
¢, The "Portability In” HAP Voucher Expense, for the month of December 2007
3. Inthe period covered from April 1, 2008 w0 June 30, 2008 the following ems reported certain ditferences:
a. FThe HAP Voucher Unit
b. The HAP Voucher Expense
v.  The HAP Voucher Expense after the first day of the month. for the month of May 2008
d. The “Portability-In" HAP Voucher Unit, for the month of May 2008
e. The "Portability-In™ HAP Voucher Expense
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Finding Number 2008-37 (FA) - Financial Reporting (1) (MW, Continue

Condition

. The Administrative Expense , for the months of April 2008 and May 2008
Criteria

Housing Choice Voucher Program Guidebook. Chapter 20 Section 20,12, the purpose of the form HUI>-32681
is provides the final calculation of annuat contribution for the PHA. The final calculation of annual contribution
required is made on this statement, including the determination of actwal housing assistance payment. ongoing
achministrative fees, special tees. audit costs. and if applicable, preliminary fees. The final provision (increase
or decrease) to the ACC program reserve s also shown on this statement. During the fiscal vear the PHA will
have requisitioned payments from HUD bused upon estimates of subsidy needed and administrative fees earned.
The vear end settlement process om the HUD-32681 reconciles the amounts requisitioned based on estimated
regquiremnents with the sctual housing assistance payment expenditures and fees carned. The reconcihaton may
resudt o cither an overpayment due to HUD or an underpayment due (o the PHAL Finally, the HUD-52681
presents the operating income, operating expenditures, and operating reserve of the PHA for the reporting year,

24 CFR Subparl D Scction 982,158 (a). cstablished that the PHA must mainmtain complete and accurate accounts
and ather records {or the program i accordance with HUD requirements, in a manner (hat perniits a speedy and
effective audit. The records must be in the torm requived by HUD. including requirements pgoversing
compuerized or electronic torms or record-keeping. The must comply with the financial reporting requirement
in 24 CI'R part 5, subpart K.

Cause

TFhe Muaicipality did not establish effective procedures for the reconcibiation of Financial Reporting HUT>-
S26R1-B, expenses and unit reported to federal agency versus the data recorded in the accounting record. Also,
The Municipality deducts from the HAP funds that are recovered by the PHA through fraud recovery actions
or by a participant’s forfeiture of their FSS escrow account.

Litfect

The Municipality’s reports related to federal tunding may be misleading for internal management decision
making and for the tefiability of external financial reporting.

Recommendation

The Municipality should take appropriate actions o reconcile v a timely manner the federal finds reports with
the accounting records in order to procedure reltable financial data.

Questioned Cost

Not determinable.

Finding Number 2008- 38 (FA) - Special Reporting (L and F) (MW)

We have perfurmed compliance test to forty (40} participants” files. Tamily report (HUD Form S0058) and we
noted the following situations:

P, Three (33 files examined have incorrect the tem 51 “Dale of Last Annual HQS Inspection™ in HUD s Form
S0058.

2. One (1) {He examined have incorrect the item Sh “Date of Unit Last Passed HQS Imspection™ in HUD s
Form 30458,
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Finding Number 2008-28 (FA} - Special Reporting (1. and E) (MWL Continue

3, Insix (6 files examined. we noted that the annual income reported in HUD's Form 30038 was calculated
tncorrectly.

Criteria

24 CFR Subpurt D Section 982.158 (a} establish that the PHA must maintain complete and accurate accounts
and other records for the program in accordance with HUD requirements, in a manner that permits a speedy and
effective audit. The records must be in the form required by HUD. including requirements governing
computerized or electronic forms of record-keeping. The PHA must comply with the financial reporting
requitements in CFR part 5, Subpart H. 24 CFR Subpart [¥ Section 982,158 (b}, establish that the PHA must
furnish to HUD accounts and other record. reports, docements, and mformation. as required by HUD. For
provisions on etectronic ransmission of required family date. see 24 CFR parts 908, 24 CFR Sobpart D Section
9R2. 138 (dy, establish that the PHA must prepare g unit inspection report.

24 CFR Subpart K Section Y82 516 (1), cstablish that the PHA must maintain accurate of family income data.
Fhe PHA establishes procedures that are appropriate and necessary to assure that income data provided by
applicant or participast families is complete and accurate.

Cause

The condition is the result of ineffective review procedures necessary to assure completeness of special report.
The Program has no effective monitoring review procedures for the income evidence and income calculation.

The Municipalify could be exposed to non compliance with the federal regulation as the result of the data
processed in HUD Form-30058, Family Report and could have an effect in the performance o SEMAP report,
tn addition errors in HUD Form-50058 income may result in incorrect adjusted annual income. total payment,
tenant rent, and as a resub. will also create incorrect HAP Payment,

The Municipality should strengthen review procedures of the information recorded in HUD's Form-50058.
Family Report.

Questioned Cost
Not Determinable

Finding Number 2008-39 (FA) - Performance Reporting (L)

Condition

According to owr audit test. we found that the following indicators are reported incorrectly in the SEMAP
Report {Certification HUT3-52648):

—  Indicator (2b) Reasonable Rent
- Indicator {5y HQS Quality Contrel Inspection
— Indicator (6 HQS Enforcement
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Finding Number 2008-39 (FA) - Performance Reporting (1), Continue
Criteria

24 CPFR Subpart A, Section 983.3 (hy (1), Reasnnable Rent this indicator shows whether the PHA has and
implements a reasonable writien methad to determine and document for cach unit leased that the rent W owner
is reasonsble based on current rents for comparuable unassisted units; at the ume of imtial leasing: if there is any
increase in the remt to owner; and at the HAP contract asmiversaty.  The PHA's methbod must take into
consideration the location, swe, type, quality and age of the vons, and the amenities, housing services, and
matntenance and vtitities provided by the ownery in determining comparability and the reasongbie rent.

24 CFR Subpart A, Section 085.3 (e) (1Y, HOS guafity vontrod inspections. This indicator shows whether an
PHA supervisor or other qualified person reinspects 2 sample of units under contract during the PHA Tiseal
vear, which meets the minimum sample size requirements specificd at Sec. 985.2 under PHAYS guality control
sumple, for quality control of HQS inspections. The PHA supervisor's reinspected sample is o be drawn from
recently completed HQS inspections {i.e., performed during the 3 months preceding reinspection) and is to be
drawn to sepresent a cross section of neighborhoods and the work of a cross section of inspectors. (24 CFR
982 .403(bH

24 CFR Subpart A Section Y85.3 (1) (13, HS enforcement. This indicator shows whether. following each HQS
inspection of a unit under contract where the unit fuils o meet HOS, any cited life-threatening HQS deficiencies
are corrected within 24 hours from the mspection and adl other cited HOQS deficiencies are comrected within no
more than 30 calendar days from the wspection or any PHA-approved extension. Tn addiion, o HQS
deficiencies are not corrected timely, the indicator shows whether the PHA stops (abates) housing assistance
puyments beginning no tater than the first of the month following the specified correction period or terminates
the HAP contrzet or, for family-coused defects, takes prompt and vigorous action to enforce the family
obligations. (24 CFR 982 4043

Cayse

The Municipality did not consider the entire factor necessary tor the determination of reasonable rent. HQS
quality coatrol inspection and HQS enforcement.

Effect

B HUD determines that the information submitter in the SEMAP Certification is insufficient for adequate
anatysis, HUD will not award points under this bonus indicator.

Recommendation

The Municipality must revise their internal assessment criteria in their test that aftect the reasonable rent. HQS
quality contsol inspection and HQS enforcement for schieving reliable results,

None

Finding Number 2008-40 (FA) - Reasonable Rest (N (MW

We have performed compliance test to forty (403 purticipants” tiles and we noted the following situations:

1. In coe {1} file examined, the rental contract that applies to the new admission is over the Rent
Reasonableness Certification.

2. Three (3) files examined did not include evidence of the Rent Reasonableness Certification.
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Finding Number 2008-10 {134 - Reasonable Rent (N} {MW), Continue

Condition

3. According to the Fair Market Value for the fiscal vear 2007-08. we noted in twenty one (14} tiles examined
that the payment standard was not calenlated accordance to the percentage established in the
Administrative Plan approved by HUD.

Criteria

24 CFR Subpart B Section 982,34 ¢d) (15}, estabhsh that the PHA Admimstrative Plan must cover PHA
policies on these subjects: the method of determimng that the rent to owner is a reasonable rent (imitially and
during the term of a HPA contracty. 24 CFR Subpart 13 Section 982138 ¢f) (7, establish that the PHA must
keep the following records to document the basis for PHA determination that reat fo owner is a reasonable rent.
24 CFR Subpart K Section 982507 (23 (i} and (3}, cstablish that the PHA must determine the reasonabie rent:
hefore any increase in the rent o owner: i there s a five percent (5%) decrease in the published FMR in effect
sixty (60} days before the contract anniversay {for the unit size reated by the family) as compared with the
FMR in effect one (1) vear before the contract anniversary. 24 CEFR Subpart K Section 982.56G7 (4). establish
that PHA determinate at all times during the assisted tenancy, the reat to owner may not exceed the reasonable
rent as most recently determined of predetermined by the PHA,

Housing Administrative Plan for the Fiscal Yeur 2006 Chaprer 11 Section ] 1.4, establish thar the Payment
Standard adopled by the Autonomous Muaicipality of Ponce (AMP) Housing Authority is L10% of the Fair
Muarket Rent that has heen approved by HUD and determines the maximum subsidy for a family.

Cause

The Municipality has no effective moniforing review process for the FMR schedule applicable and the
percemlage adopted tin the Administrative Plan for the pavment standard and calkeulation to adequately
determine the Reasonable Rent procedures during the reexamination process. In addition, the Program do not
have an effective review over the documents required in the tenant file and in the evaluation of the Family
Report {HUD - Form 50038}

The miscakeulation can have an effect in the following: (1) total family share, (2) HAP 1o owner, (3} tenant remt
to owner and, {4) wilitics reimbursement to family (3f apply and could have zn effect in the performance on
SEMAP report.

Recommendatien

The Municipality establishes review procedures to ascertain that the FMR applicable and the payment standard
percentage applicable in the reexamination are computed correctly in accordance with federal regulacion.

Not Deternumnahile

Finding Number 2008-41 (FA} - Utitities Allowance (N (MW

We have performed wilities allowance test to forty (40} participants’ files and we noted the following
situations:

£, Five {5 files examined have the atilities allowance calculated incorrectly in the Family Repost {HUD Form
- 5005%). The Municipality paid $304 in excess during the fiscal vear audited.
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Finding Number 2008-41 (FA} - Ultiliies Allowance (N) (MW, Continuge

Condition
2 One (1) file examined has the utilitics alowance caloulated incorrectly i the HAP contract or amendment,

Criterin

24 CFR Subpart K Section 982.517 {a) {23, tb) {1). (b} (3}, (b} ¢4y and (¢} (1) establish the following:

Criteria

(a) Maintaining Schedule. {2} The PHA must give HUE a copy of the utility allowance schedule. At
HUD s request. the PHA also must provide any information or procedures tsed in preparation of the
schedule.

(b} How allowances are determined. ¢} The utilities and schedule must be determined based on the rypical
cost of utilities and seevices pard by energy conservative houscholds that occupy housing of similar
size and type in the same locality. in developing the schedule, the PHA must use normal patterns of
consumption {or the community as whole and current wiitity rates. (3} The utility altowance schedule
must be prepared and submitted in accordance with HUD requirements on the form prescribod by
HUD. i3} The cost of each utility and housing service category must be stated separmtcly. For each of
these categories, the wtility allowance schedule must make into consideration unil size (by number of
bedrooms), and unit types {e.g. apariment, row-house. town house, single family detached, and
manutactured housing’ that are typical in the community.

(€1 Revisions of viilities allowance. {1} A PHA must review its schedule of utlity allowances each vear,
and must revise s allowance for @ utility category 1f there PHAS been a change of 10 pereent or more
in the witlity rate since the last time the utiliny allowance schedule was revised. The PHA must
maintain information supporting its annoal review of utiity allowances and any revisions made in its
utitity alloswance schedule.

Cause

The Program has no etfective monitoring review process for the utility calculation to adeguately determine the
allowance that will be paid to the tenants,

Elfect

The Municipality could be paying an wtlities aowance to the participants incorrectly (hat could have an effect
in the performance on SEMAP report.

Recommendation

The Manicipality should establish review procedures fo ascertain that tenant’s utitities allowance are computed
correctly in accordance with federal regutations.

Questioned Cost
$564

Finding Numbcer 2008-42 (FA) - Housing Quality Swandurds Inspections (N} (MW}

We performed test the Housing Quality Standard Inspection in forty seven (47) particpamy” files and we noted
the following:
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Finding Number 2008-42 (FA) - Hovsing Quality Standards Inspections (N} {MW?}, Continue

Condition

L. Twelve (12) files examined did not include evidence of the inspection reports applicable for the fiscal year
20007-2008. The Municipality did not comply with the federal regulation that says that at least one
inspection should be done every twelve months.

1.2

I two (2} files examined. the inspection report have wrong the pass date,

Lk

In twa (2) files examined. the inspection report does not indicate the inspector conducting the inspection.
4, Inone (1] file examined, the hspection report does not indicate the date of the last inspection.
Criterig

24 CFR Subpart 1, Section Y82 405, (a) The PHA must inspect the unit leased to a family prior to the initial term
of the lease, at least annuaily during assisted occupancy. and at other times as needed, 0 determineg if the unit
meets the HQS. (See Sec. 982.305(b)(2) concerning timing of initial inspection by the PHA.; (b) The PHA
must conduct supervisory quality control HQS itnspections. (¢} In scheduling inspections, the PHA must
consider complaints and any other information brought to the attention of the PHA. (d) The PHA must notify
the owner of defects shown by the inspection. {e} The PHA may ol charge the family or owner for iitial
imspection or re-inspection of the unit.

Cause

Inetfective internal control procedures to ascertain that afl tenants’ renfed units are inspected for HQS af least
one annually.

Elfewt

The Municipality may be paving HAP payments for housing unils that does nol meet program regquirements
causing that deficiencies in units leased could affect the life quality of participants.

Recommendation

The Mueicipality should strengthen procedures to ascertain that all fenant’s rented units are inspected for HQS
at least one annualiy.

Questioned Cost
Not Determinable

Finding Number 2008-43 {FA) - HQS Enforcement (N} (MW)

I testing the Housing Quality Standards Enforcement procedures for Failed HQS inspections form HLUD-
33580 we found the following situations in thirty three {33) participants” files examined:

Twelve (12} files examined. we noted that the inspection report does not indicate the final pass date by
which each step of the deficiencies (the inspection report is designed to indicate the date).

I~

Ten £10) files examined, the inspection report does not have the initials of the Inspector Officer’s that
certifies the date on which the deficiencies were repaived.
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Finding Nuniber 2008-33 (FA) - HQS Enforcement (N3 (MW3, Continue

Condinion

3. In one (1) file examined the inspection unit was considered by the Inspecter Officer without deficiencies
¢tpass), however the unit had deficiencies that had to be repaired within the next twenty-four {24) hours
from the date of inspection report. The file has no evidence of a re-inspection,

4. Inone (1) file examined the inspection report indicates that the unit does not pass inspection, however does
not specify which deficiencies were found.

5. Three (33 files examined, the Program does aot send to tenant or owner the notification indicating the
deficiencies found in the unit and the date of the next re-inspection,

6. Four {4} files cxamined had no evidence of the notification which was sent to the owner/tenant indicating
the date when the last re-inspection.

7. Eighteen {18 files examined. the correction of deficiencies detected n housing units exceeded the
maximum tme allowed (24 hours or 30 calendar days) and the files do not have evidence was found of that
the PHA approved time extension waiver andfor cancellation of payment contract.

Questioned Cost $3.283

8. Seven (7} files examined, the imspection teport of the unit indicated failled and the files do not have
evidence that the owner/tenant were corrected the deficiencies detected. We could not ind evidence that
the PHA took prompt and vigerous action o enforce the owner’s obligation and/or canceliation of contract,
within time frame required by tederal regulations. The unit was never corrected.

Questioned Cost $16,698
Criteria

24 CTR Subpart 1. Section 982.404 (a). Owner Obligation. (1) The owner must maintain the anit in accordance
with HQS. (2) Tt the owner fails to maintain the dwelling unit in accordance with HQS. the PHA must take
prompt and vigorous action to enforce the owner obligations. PHA remedies for such breach of the HQS
include termination, suspension or reduction of housing assistance payments and termination of the HAP
contract. (3) The PHA must not make any housing assistance payments for a dwelling unit that fails 1o meet
the HQS, unless the owner corrects the defect within the period specified by the PHA and the PHA verifies he
correction. If a defect is life threatening. the owner musk correct the defect within no more than 24 hours. For
ather defects, the owner must correct the defect within no more than 30 calendar days (or any PHA approved
extension). (4} The owner is not responsible for a breach ot the HQS that is not caused by the owner, and for
which the family is responsibie (as provided in Sec. 982.404 (b) and Sec. 982.551 (¢} ). (However, the PHA
may terminate assistance to a famity becanse of HQS breach cavsed by the family.)

24 CFR Subpart L Section 982.404 (h), Ewmily Obfigation. (13 The family is responstble for a breach of the
HIQS that is caused by any of the tollowing: (23 B a HQS breach caused by the family iy life threatening, the
family must correct the defect within no more than 24 hours. For other famity-caused defects, the family must
correct the defect within no more than 30 calendar days (or any PHA-approved extension). (3) I the family has
caused a Breach of the HQS., the PHA mast tuke prompt and vigorous action w enforce the family obligations.
The PHA may terminate assistance for the family in accordance with Section 982,552,

24 CFR Subpan [ Section 982,405, (1) The PHA must inspect the unit leased to a family prior to the injtial term

of the lease. at least annually during assisted occupancy, and at other times as needed, to determine it the unit
meets the HQS. (See Sec. 982.305(b )2} concerning timing of initial Inspection by the PHALL (b The PHA
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miust conduct supervisory quality control HQS inspections.  (©) In scheduling inspectinns, the PHA maust
consider complaints and any other information brought o the attention of the PHA. (d) The PHA must notify

Finding Number 2008-43 (FA} - HQS Enforcement (N} (MW, Continue

the owner of defects shown by the inspection. (e) The PHA may noet charge the family or owner for initial
inspection or re-inspection of the unit.

Housing Authority Administrative Plan Chapter 12 Section 12.6 (A}, Time Frames and Corrections of HQS
Fail frems. (A Correcting HQS Fail Items. The autonomous Municipality of Ponce { AMP) Housing Authority
will schedule a timely inspection o the unit on the date the owner indicates that the receipt of 4 Request for
Tenancy Approval, The owner and participant will be advice 1o notify the AMP Housing Authority to
reschedule a re-inspection when the repairs have been properly compivted,

Cause

The Municipality did not implement and maintain adequate internal controls to ensure that housing quality
inspection enforcement met HUD requirements.

Effect

The Municipality made housing assistance payment for units that did not meet housing quality standards that
could have an effect in the performance on SEMAP report.  Inadequate contral over HQS Enforcement and
HUD requirement could reduce or recapturg Section § Voucher funds.

Recommendation

The Municipality require the authoriy (0 inspect the units that did not meet minimum housing quality standard
o verify that the owner and the tenant took appropriate corrective actions to make the unit repairs, if
appropriate actions were not taken. The Municipality should abate the rents or ternvinate the housing assistance
payment vontract. The Municipality needs to implement internal controls and perform quality controts which
ensure that units are inspected in a timely manner and inspections are accordance with s adniinistrative plan
and HUD requirement and should sirengthen s monitoring procedures and internal control o take immediate
action over the use of federal funds as required by federal regulations.

Questioned Cost
£21,981

Finding Number 2008-44 (I'A ) - Housing Assistance Payment (N} (MW)

In a sample of forty (40} payments under rental comract. we noted the following:

1. [Inthirteen £13) paymenis examined, the HAP contract did not agree with the amount recorded on the HAP
register and the amount on line 12 u of the Family Report (HUD-50058). During the audit we noted
differenve between the amount indicated in the lease and the amount paid to the landiord. The
Aunicipality process duplicate rent payment and processed retroactive payment for anits thal not passing
inspection. The Municipality process payments that are not altowed by the amount of $9,727,

2. Ia two {2} payments examined, we noted difference between the negutive rent indicated in the Family

Report {HUD-30038) and the negative rent paid to the tenant. The Municipality process paynients thal are
not allowed by the amount of $72.
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Finding Number 2008-44 {FA) - Housing Assistance Payment {N), Continue

Criteria

Housing Authority Administrative Plan Chapter 11, Housing Assistance Payments (HAP) Contracts Section
14.4, Paymemt to Owner. Distribution of Howsing Asxsistance Pavient, Stopping the Housing Assistance
Poavenent, Processing Housing Assistance Pavinents,

24 CER Subpart D, Section 982,158, The PHA must maintain complete and accurate accounts and other records
for the program in accordance with HUD requirements. in a manner that permiis a speedy and effective audit.
The records must be in the form required by HUD. including requirements governing computerized or
electronic forms of record-keeping. The PHA must comply with the financial reporting requirements in 24 CFR
parts 5. subpart H. 24 CEFR Subpart K, Section 982, establish heusing assistance payment procedures.

24 CEFR Subpart C, Section 83200 ¢a) (2}, (B (3) and (b) (3}, Permit the trucing of funds o a fevel of
expenditures adequate o establish that such funds bave not been used in violation of the resirictions and
prohibitions of applicable stutuies. fntermal control, Effective control and accountability must be maintained for
all grant and subgrant cash. real and personal property. and other asscts. Gramees and subgrantees must
adequately safeguard all such property and must assure that it is used solely {or authorized purposes. Alimeable
cost, Applicable OMB cost principles, agency program regulations, and the terms of grant and subgrant
agreements will be followed in determining the reasonableness, allowability, and allocability of costs.

Cyuse

The Municipality did not maintain effective internal control over the housing assistance payment reguired by
tederal regulation. The Program does not maintain a regular monitoting on the monthly rental payments and
contracts; in addition, there is no effective supervision over the officer who processes the rental payment report.
Effect

Inadequate review procedures regarding (o housing ussistance disbursement process may cause that The
Municipality incurs in cost not allowed. and HUD Department for non compliance could reduce or recapture
Section 8§ Voucher funds.

Recommendation

The Municipality should mprove its internal control over the housing assistance payments in order to comply
with the laws and federal regulations,

$9,799
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerio Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports en Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circolar OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hen. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: {787} 284-4141. exd. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2007-01 (FS) Operating Deficit | The Municipality's system of internal | The Municipality of Ponce continues None Condition
of General Fund | control relating to the budgeting function | with the measurements to control the Partially
does not provide financial resources in a | expenditures and to decrease the Corrected
deficit reserve account to amoriize the | accumulated deficit.
accrued deficit shown in the general fund
(Mayor's fund) as required by law. For the fiscal years 2008-09 and
2009-20140, the operational general
fund budget shows the deficit
amortization provision for $100,000,
It increases from $50,000 to $100.600
in both years.
2007-02 ¢ F8) Accounting During ovur tests of the financial | The Municipality of Ponce acquired None Condition
Maunagement accounting system of The Municipality, | licenses for the insmailation of SAP-ERP Partially
System (MW) we noted that the computerized system | system. to achieve adequale and fairly Corrected
of accoun[}ng does  not ]JI‘OV-id'B for financial informagion in the ElCCIle!'I{'i}'fg
adequate and effective financial system, regarding capital assets and
fong term debts.
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 117
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — Junc 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Statns
Number Condition corrected Cost
information.  As a consegoence, the | The present Municipality
finance and budge! department personnel | adminisiration iz evajuating  the
should use spreadsheet software for the | acquisitton of a new accounting
preparation of the financial statements, | computerized system or an upgrade of
resulting in a duplicate effort for the | the actual system,
persopnel  and  could  create  an
involuntary  miscalculation, For | As an interim measurement the
example, capifal assets and long-term | Finance and Budget Director will
debt analysis were prepared using the | create a Special Committes composed
spreadsheet software, for the Accounting Office Supervisor,
the Director of the Information
Systems Division, accountants, and
financial consultants, whom  will
evaluate all the conditions mentioned
in this finding and will recommend 10
the Finance and Budget Director
adequate measurements to  cofrect
such conditions.
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 118
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rica 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audii Report: Reports onn Compliance and Internal Control in Accordance with Governmental Aunditing Standards and Circalar OMB A-133
Audit Period: July 1, 2007 - Jnne 30, 2008 Fiscal vear 2007-2008

Principal Exccutive: _Hon, Maria Meléndez Altieri, Mavyor

Contact Persen: Mrs. Rameona Pacheco Machado, Finance and Budget Director

Phone:_ (787) 284-4141, ext. 2113

Finding
Number

Finding

Condition

Corrective Actions for findings
not corrected or partially
corrected

Questioned
Cost

Status

2007-03 (FS)

Municipal License
tax revenues

We have performed audit procedures to
forty-one (41) maunicipal license tax
returns and noted that one (1) taxpayer
files were not available for test.

On May 28, 2008, the employec in
charge of the files control was
instrucied by the Finance and Budget
Director to prevent this finding,

By the other hand, on November
3008, the personnel who works with
the review of the tux returns. received
a training about their functions.

The Finance and Budget Director will
impiement additional infernal control
over the costody of tax payers” files.

This situation was not repeated on the
Single Audit Report for the fiscal year
2007-2008.

Naone

Condifion
Partially
Corrected

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO
MINICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1700

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Contrel in Accordance with Governmental Auditing Standards and Circular OMB A-133

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone: {787) 284-4141, ext. 2115

~ Corrective Actions for findings

Finding Finding _ not corrected or partially Questioned Status
Number Ceondition corrected Cost
200704 (FS; Constroction We have performed audit procedures to | The Director of the Permits Office None
Licenses Permits/ | thirteen (13) construction excise taxes | will require to the person in charge of
Excise Taxes files and noted the following exceptions: i the File Unit, that strengthen the
(MW} intersal coptrol to assure that tuxpayer
1. Two (2} files selected were not | files c¢ontain @l requiked documents, Partially
available for our examination and | including  the  Declaration  of Corrected
accordingly, we were unable to | Construction Activity, the Construction
evaluate the following documents; Perrnit and the Notice for Requirement
Declaration of Construction  Activity, | of Permits fsswed and that maintain
Construction  Permits, and Notice for § adequate  measarements  over  the
requirement of Permits Issued. As a | management and custody of the files.
CONSEQUENCE, we canl not recomputed
the applicable construction excise | The Municipal Treasuser required to
taxes cajculated by The | an empicyee assigned to his unit, that
Municipality. maintain adequate measorements over
the management and custody of the Condition
2. Two (2) auxiliary receipts were not | Daily Revenues Reports and that Corrected
possible traced to official receipt. | assure that all reports contain the
daily cash cotlections, deposit slip, | corresponding deposit slips, collection
and bank statement. receipts and daily collector reports.
1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 120
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce. Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmenta) Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hon. Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machaduo, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
o Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2607-05 (ES) Contract We have performed audit procedures to None
procurement nine (9) conmacts adjudicated during the
process (MW} year four various services with their

respective supporting documenis and noted
the following exceptions:

I. In two {2) contracts examined the Condition
Certification of Funds issued by Budget vorrected
Department was prepared after the
contract was signed, and in two (2) of
them. the Certification of Funds has not
dated.

2. Inmone (1) contract examined, the clause Condition
of no convict of crimes against the Corrected
government was not included,

3. In one {1) contract examined, the clause Congition
of no receiving salary payments from Corrected
other governmental agency  was  not
included.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 121
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Repori: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circnlar OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hon, Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2007-01 (FA) HEAD START Pursuant to the final Assistance Award | During the year 2008 the Head Start $96.524 Condition Still
Earmarking {CFDA No, for the budget period from January i. to | Program implemented a recruitment Prevail
{H) (MW) 93,600 December 31, 2006, the approved budget | process fo  inform families with

was $12,163,E44 for & client population | eligible children the services provided
of 1,752 representing in $6,942.43 per | and to encourage them to apply for
child. An unobligated balance of federal | admission. During the school year
funds for $222.828 resulted in Financial | 2008-2009 the Program comply with
Suatus Report filed for this budget | the earcilment requirement.  The
period. The enrollment included in the | Program comply with an enrollment
proposal for this budget period was i above the 97% of  the client
1680 children. However. the active | population approved 1o serve.

enroliment was 1,634 children.

The enroltment deficieacy ol 46 chitdren
caused that the Program reccived
approximasely $96.524 in excess for this
budget period.

I CERTI¥FY THAT THE INFORMATION ABOVE IS CORRECT 122
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerio Rico 00733-1709

SCHEDULE QOF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Iaternal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Audit Period: July 1, 2007 - June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hen. Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2007-02 (FA) HEAD START We have performed audit procedures to | The Finance and Budget Director None Condition
Contract (CFDA No. seven (7) contracts and noted that all of | coordinated with 1l.egal Services Partially
provisions (I) 9360) them were submitted to the Office of the | Office about the importance to corrected
Controller of Puerte Rico after the | delivers the contracts on time and
required 15 days and did not inciude the | additional personne! was assigned in
Certification  for  Suspension  and | this job.
Debarment.
Additional personnel took training in
the Office of the Compooller of
Puerto Rico, related o the registration
of contract and the computer program
established by such office to record
all contracts.
L
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 123
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rice 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Contirol in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive; Hon, Maria Meléndez Altieri, Mavor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Finding
Number

Finding

Condition

Carrective Actions for findings
not corrected or partially
corrected

Questioned
Cost

Status

2007-03 (FA)
Accounting
management
system (1.}
(MW)

HIY
EMERGENCY
RELIEF
PROJECT
GRANTS (CFDA
No. 93.914)

The Municipality has no an effective
accounting system procedures to ensure the
timely and accurate reconciliation of the
accounting records maintained by the
program compared to  those records
maintained by the Finance and Bulget
Department.  All expenditures activities as
payroll, fringe benefits and contractual
services  were recuorded in only  iwo
accounis; miscellaneous and prior year
expenditares.  Also, the program does not
maintain a format set of accounting books
and accounts, with complete information
regarding the program assets. liahilities.
cbligations and unobligated balance. The
financial data is maintained in electronic
spreadsheets.

The Program Administration will
initiate the process [0 acquire an
accounting system program,

None

Condition Stif
Prevail

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerte Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principai Executive: _Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finasice and Budget Director

Phone:_(787) 284-4141, ext. 2115

Corrective Actions for findings

Finding Finding rot corrected or partially Questioned Status
Number Condition corrected Cost
2007-04 (FA} HEV During the fiscal year 2006-07, the | The Program have established the None Condition
Cash EMERGENCY | monthly bank balance of the checking of | corrective actions  t prevent  this Stitl Prevail
managemen{ RELIEF the program ranging from $33,198 tw | situation
{Cy (MW} PROJECT $126.044 and the books balance ranging
GRANTS (CFDA | from 325,673 to $49,538.
No, 93.914)
2607-05 (FA) HIV The Program prepare a WICY | The Care Ware Program has been | Not determinable | Condition Stift
Matching, EMERGENCY | expenditures worksheet to determine the | implemented and fiscal monitoring Prevail
Level of Effort, RELIEF distribution  of expenditures and the | has begun. With the Care Ware
Earmarking PROJECT percentage to be used for providing | Program implementation we expect to
{MW) GRANTS (CFDA | services to women, infants, children and | eliminate or minimize the differences
No. 93.914) youth. During our audit, we performed | in the WICY report.
test to this worksheet and noted certain
differences between the worksheet and
the accounting records.
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 125
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico (0733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Aecordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July I, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Heon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machade, Finance and Budget Director

Phone:_(787) 284-4141, ext. 211

Corrective Actions for findings |

Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2007-06 (FA) HiV We examined eight (8) conwracts and | As part of the contract procedure None Condition
Procurement EMERGENCY | noted that they did not include the Bird- | annually celebrated, the program $till Prevail
procedures (1) RELIEF Anti Lobbying Certification. requires to all the participant agencies
PROJECT that deliver the required Bird-Anti
GRANT (CFDA Lobbying Certification.
No. 93.914)
2007-07 (FA) HIV The foliowing financial and special None
Reporting (L) EMERGENCY | reports were submitted to the grantor
(MW) RELIEF agency after the elapsed time requived
PROJECT for submission:
GRANT (CFDA
No. 93.914) i.Financial Status Report: Submitted Condition
on QOctober 135, 2007, three months corrected
after the extension period granted. It
does not reconcile with the accounting
records for $113,308.
I CERTI¥FY THAT THE INFORMATION ABOVE IS CORRECT 126
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Peried: July 1, 2007 — June 30, 2008 Fiscai vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_{787) 284-4141, ext. 2115
Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2. Annasl Progress Report: Submitted Condition
August 1, 2007 thirty three 33 days corrected
after the due date.
2007-08 (FA) HIV We have performed audit procedures w0 | At this moment the fiscal Monitor of None Conditiorni Still
Sub-recipient EMERGENCY the program monitoring review process. | the Ryan White Program is receiving Prevail
monitoring (M) RELIEF and did not observed evidence that the | additional trainings and is under going
{MW) PROJECT Program performed fiscal and { fiscal monitoring visit to the agencies.
GRANT (CFDA | programmatic monitoring to the services
No. 93.914 provider financial and  accounting | At least one fiscal monitoring will be
records. conducted at every agency.
2007-09 (FA) COMMUNITY In eight {8) contracts tested. we found | The Municipality developed written None
Contract DEVELOPMENT | the following exceptions: procedures and forms to assist in the
procurement BLOCK GRANT correct contract processing. A list of
process (1) (CFDA Na. 1. One contract without Byrd-Anti- | Centifications and Clauses  was Condition
{(MW) 14.218) Lobbying Certification {apply to all | developed to  be included and corrected
contract over $100.000. incorporated into every applicable
contract.
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 127
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reperts on Compliance and Internal Controf in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Houn. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

Finding

Corrective Actions lor findings

Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2. Eight conftracts without evidence of Condition
Certification  of Suspension  and Corrected
Debarment.
3. Right contracts without evidence of Condition
verified in the Excluded Parties List Partially
{EPL) Correcied
2007-10 (FA) - HOME During our cash management test, we | Instruction will be given to the person None Condition St
Cash INVESTMENT | selected fourteen ¢14) checks for test and | in charge of maintain the check register Prevail
management | PARTNERSHIP | noted the following exceptions: control in the Program about the
{C) (MW) PROGRAM necessity of record in such register the
(CFDA No 14239) | |. Two (2) checks prepared without | date when the checks are sent to the
evidence of pickup or send date by | Supplier or picked up by the supplier. In
the supplier and participant which additiot 10 the employee will be required
avoid  corroborate  time  clapsing 1o verify the checks numerical seguence
payment procedures, according of these and when he noled a skip in the sequence,
we couldn't evafual;‘ cash management investigate the cause and annotate in the
cormpliance Tequirement register the check general information,
P 9 ’ including the cause of such skip.
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 128
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COMMONWEALTH O¥F PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reporis gn Compliance and Internat Control in Accordance with Governmental Auditing Standards and Circuiar OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hen. Maria Meiéndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Corrective Actions for findings

1. Contract without contract provision for
Paymeni of Prevailing Wages.

2. 'Three {3} payroli certification without
evidence that was moenitored and

The Engineering Depariment will
strengthen the intermal control over
monitoring of payroll certitication
received by contractors, (em 2}

Finding Finding not corrected or partially Questioned Status
Number Condition corvected __Cost
2007-11 (FA) - HOME We evalpated the only coniract of | Adequate measurements will be taken None
Davis RBacon’s INVESTMENT | construction that was in force during the | to assure that all future construction
Act (D) (MW} | PARTNERSHIP | fiscal year 2006-07, and noted the | contract include the Provision for
PROGRAM following: Payment of Prevailing Wages (Item
{CFDA No 14,239 h

Condition Sul}
Prevail

Condition Sal}

e\r'ﬂ.fﬁjﬂ.rﬁd by the pavmemnt official The Pre-Audit pcfﬁ{)nncl of The Prevail
examuer. Municipality witl be oriented about
3. The rate per hour paid by the contractor the inportance of  verily Fhe e s
to a Truck Driver was helow the | COmMputations of the construction Condition
required minimim amount of $5.30 per | Project certification or  invoices Corrected
hour. amount and assure that  all
certification included in as supporting
4, Ome (1) payroll certification without the | documents of the payments inciudes Condition
contractor signature. the required signatures. Corrected |
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 129
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 - June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 211

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Status
MNumber Condition corrected Cost
2607-12 (FA) - HOME . We evalnate the list of contracts that | Verbal and written instructions were None Condition
Accounting INVESTMENT were issued for the fiscal year 2006-07 | provided to personnel responsible for partiaily
Record (L} PARTNERSHIP and belonged to the obligations required | this area. A system report was designed corrected
(MW) PROGRAM by HUD according to the commitment | to track all HOME funds committed
Period of (CFDA No 14.239) 2005 and noted the following: {a) the duris_!g the peried of availability of the
Availahility of commitment transactions recorded in | applicable program year. allowing the
Funds {I-i} IDIS report (C-04PR27) at July 31, | auditor to venfy these funds. Currently.
' 24)7 have ditference between the | all commitments are entered in IDIS
encumbrances  reported in the | System right after they are entered of
program's accounting records.  The | post into the program’s accounting
prograsu’s accounting records present | system, using the same data.
more obligations.
Since. the program did not have Condition
. In twenty (20) contracts examined, | sufficient  historical  data  for .-miall
we found the following exceptions: Homeownership Assistance, contract (E:)‘rreclc)cri
were obligated to the maximum
a.Two (2) contracts were not | stipulated in the contract which stated
obligated in IDIS report system by | that the assistance was “Up to
the actual amounts. The | $40.000”, however, the preliminary
Municipality obligates the contract | amount assigned 1o the family was
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 130
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2067 ~ June 30, 2008 Fiscal year 2007-2008

Principal Executive; Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machadao, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
for an amouni greater than the | posted on the program’s accounting
actual. sysiem to track possible economies
and to assist additiona} families.
b.One {1} contract was obligated by Condition
the same amount of $40,000.00 corrected
twice in the accounting system of
the program.
2007-F3(FA) - HOME Wae evaluated the oaly menitoring tssved None
Sub recipient INVESTMENT during the fiscal year 2000-07, and noted
Monitoring (M) | pARTNERSHIP | the following:
(MW) PROGRAM
(CFDA No 14.239) I. Monitoring Letter: We could not Conditicn
evatuate if the monitoring letter was Corrected
sent to sub-recipients before 30
calendar days of the first visit of the
auditors, since there is no evidence
they were visits by the anditor.
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 131
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COMMONWEALTH OF PUERTO RICO
MUNKCIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meiéndez Altieri, Mayor

Contact Person

: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2. Preparing the Evaluation: The Condition
audit did mnot have a budget. corrected
approved for the period being
audited that indicates the kind of test
which are required accordingly to
the verify compliance.
3. Fellow Up on Findings & Condition
Consulting: At May 10, 2008, the Corrected
monitoring officer has not reviewed
and evaluated the corrective action
plan issued by the sub-recipients
2007-14 (FA) - HOME We evaluated the fourteen (14) drawdowns | (Oral and written procedures were None
Drawdown of INVESTMENT and noted the fOllUWi]’]g: established for the drawdown
Fund Home (N} | pARTNERSHIP approvat  process, indicaling  the
(MW} PROCRAM 1. A drawdown number 1307258 did Rot | personnel required to perform each Condition
{CFDA No 14.239) have the signature of the officer who | 3k Even though the separation of Corrected
prepared the request. duties was preserved, since the
1 CERTIFY THAT THE INFORMATION ABROVE IS CORRECT 132
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 ~ June 30, 2008 Fiscal vear 2007-2008

Principai Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_{787) 284-4141, ext. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Status

Number Condition corrected Cost

2. 1In the drawdown number 1425064, | carrent reguiation only requires the Condition

we noted that the drawdown was | person who reguests the petition Partially

approved and authorized by the | cannot approved it, the tasks are Corrected
same officer. controlled by the access given to the

persoimnel in IDES System. A local
form, Request Voucher for Grant
Payment 1DIS, was developed and
revised to require only personnel
authorized in IDIS to  process
drawdown rtequests.  Department’s
Director was left for the only purpose
of acknowledging the transaction at
the end of the process. The payment
process, before IDIS 5 accessed,
begins with the Department’s Director
written authorization.

|
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Aecordance with Governmental Auditing Standards and Circular OMB A-133
Aundit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

T

Phone: (787) 284-4141, ext. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2007-15 (FA) - SECTIONS We have performed an eligibility test to | The Quality Control Unit  was Not
Participant HOUSING forty {(40) participants’ files and noted | restructured  to improve  the Determinable
Eligibility (E) CHOICE the following exceptions: established procedures to evaluate file
(MW) VOUCHER confent and report accuracy.
{CFDA No. . Two (2) files examined did not Condition Suil
14.871) include evidence of income. Technical training will be provided to prevail
the personnel assigned.
2. Five (5) files examined did not Condition Stili
include evidence of U§ Citizenship | The Program DBirector  will  be prevail

Declaration Form.
examined did not
indicate if the family & US or
Immigration  Citizenship  in the
Declaration Form.

Eight (8) files

3. Nipe (9 files examined did not
inclade evidence of Authorization for
Release of Information/Privacy Act
Notice,

aggressive in supervise the use of the
checklist entitlted “Listado de Cotejo
def Reexamen Annusl™ that is going
to be used by housing investigator to
ensure the annual reexamivation are
pertormed according to regulations
section §.

The imternal control evaluation over
contract will be streagthened to assure

Condition Stitl
prevail

Conditiun Stil
prevail

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internat Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Audit Period: July 1, 2007 - June 30, 2008 Fiscal year 2007-2008

Principal Executive;

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Hon. Maria Meléndez Altieri, Mayor

Phone:_(787) 284-4141, ext. 2115
Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost

. Three (3) files examined did not

include Sworn  Swtement, which
specified that the participant does not
have Value of Assets.

. Ten (103 files examined did not include

evidence of Drug Free Certification.

. Three (3) files examined did not include

evidence of Family
Certification {PAN).

Department

. Three (3) files examined did oot

include  evidence of ASUME

Certifrcation.

. Two (2} files examined did not

that contracts include all benefits to
be granted to the participants,

Condition Stiil
prevait

Condition 5till
prevail

Condition 5till
prevail

Condition Still
prevail

Condition Still

include HAP Contract that applied to prevaii
fiscal year 2006 or contract exiension
applied until June 30, 2007.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-26808

Principal Executive: _Hen. Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pachece Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Finding
Number

Finding

Condition

Corrective Actions for findings
not corrected or partially
corrected

Questioned
Cost

Status

Q. Six (&) HAP Contracts with be issued
and  signed after  the  annual
reexamination date.

10.Four (4) files examined did not indicate
in the Housing Choice Voucher
Contract complement the Utilities
Allowance and one (1) file examined
did not include evidence for the utilitics
expense and the annual examication for
the utilities allowance.

b . Three (3} files exarnined did not include
evidence of lease for Voucher
Tenancy. Six {6) files examined have
the Lease for Voucher Tenancy (issued
and  signed) after  the  annual
reexamination applied to fiscal year
2006.

Condition Stifl
prevail

Condition Stili
prevail

Condition
correcied
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COMMONWEALTH OF PEERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compiiance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal yvear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director Phone:_{787) 284-4141, ext. 2115
Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost

12.0ne (1) Residential lease and Tenancy

Condition still
Addendum without “Owner” signature.

prevail

13. Three (3) files examined did not include

: 1 Condition still
evidence of family members’ Birth

prevail
Certificates.

14.01_1(: {D ﬁlc_exaunjncd did not include Condition still
evidence of Depanment of Labor prevait
Certification for all members of 18 years
old and up.

15.0ne (1) Nle examined did not inclode Condition sti
evidence of Department of Treasury Debt on mo'? stil
Certification and three (3) [Hes examines] prevail

did not include evidence that  the
participant filled the income tax return for
he last five years,

16.Three (3} files examined did not include
evidence of family members” Birth Condition still
Certificatcs. prevail
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audif Report: Reports on Cempliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Audit Period: July 1, 2607 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: _Hon, Maria Meléndez Altieri, Mavor

Contact Person: _Mres. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
17.Four {4} files examined did not comptly
with the timing requirement to imitiale
the reeXamination verification
| procedures.
2007-16 {FA) — SECTHONS In our test over “Voucher for Payment of | A Suoperviser will print monthly reports None
Financial HOUSING Anmal  Contribution and Operation | from the sofiware system to verily if
Reporting (1.} CHOICE Statement Report™ versus accounting | any  data missing or  others
(MW VOUCHER records, we noted the following: discrepancies.
{CFDA No. . . . .
14.871) i, In the period covered from July 1, | A Supervisor will verify the data in Condition still
2006 to September 30, 2006 the | the software system; compare the prevail
following items reported certain | payments in the system.
differences: (tindings 1-3)
a. The Voucher Unit
b. The HAP Voucher Expenses
c. The Portability Out”™ HAP
Voucher Expense
d. The “Portability In” HAP Voucher
. Expense
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 138
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 - June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hen. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machade, Finance and Budget Director Phone:_(787) 284-4141, ext, 2115

Corrective Actions for findings {
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost

e. The Administrative Expense

2. In the period covered from October 1,
2006 1o December 31, 2006 the
following items reported certain Condition still
differences:

a. The Voucher Unit

b. The HAP Voucher Expenses

¢. The “Portability In™ Voucher Unit

d.The “Portability In™ HAP Voucher
Expensc

e. The Administrative Expenses

prevail

3. In the period covered from January Condition still
1,2007 to June 30, 2007 the following
nems reported certain differences:

1. The Administrative Expenses

prevail

|
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Pucrto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governinental Auditing Standards and Cireular OMB A-133
Audit Period: July I, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive:

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Hon. Maria Meléndez Altieri, Mayor

Phone:_(787) 284-4141, ext. 2115

Finding

Corrective Actions for findings

Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2607-17 (FA) - SECTION 8 We have performed compliance test i | The Program Supervisor will monitor Not
Special HOUSING torty (40) participants’ files and we noted | the family report Form HUD-50058 | Determinable
Reporting (L CHOICE the following situations: revising a monthly report that extract
and E) (MW) V(QF%CAHP?R I. Three (3) files examined withous mfI(:rmamm g{)m [hf h.mfurmatzf:;}l f::(mdlt"l[o‘g
{C 0. complete items Sh “Date of Last system an o matching wi “orrecte
14.871) documentation in files

b2

Annual HQC Inspection” and 5i “Unit
Inspection Date” in HUD's

S0058.

Form

Ome (1) file examined without complete
itera 5h *Date of Last Annuai HQS
Inspection” in HUD s Form 50058.

. In five (5) files examined, we noted

that the annual income reported in

Condition
corrected

Condition still

prevail
HUD's Form 50058 was calculated
incorrectly.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hon. Maria Meléndez Altieri, Mayor

Contact Person

: Mrs. Ramona Pacheco Machadg, Finance and Budget Director

FPhone:_(787) 284-4141, ext, 21158

Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2007-18 (FA) — SECTIONS During the assessment of Section 8 | The Program Director has established None Conditinn still
Performance HOUSING Management  Assessment Program, [ a  Quality Contrel  Unit  and prevail
Repoarting (L} CHOICE SEMAF  Cesrtification  HUD-52648 | implemented a form entitied
YOUCHER Report, we noted that the indicator of | “Supervisor Intermal Control
{CFPA No. Reasonable Rent (2b), was incorrect. | Evaluation”™, which  will  allow
14.8371) The Municipality indicated that met at | evaluate the file content and the
teast 98% of the units and according to | reports accuracy.
the audit the indicator had to be 80% to
97% of units’ sample.
2007-19 (FA) - SECTION 8 We have performed compliance test o Not determinable
Reasonable HOUSING forty (40) participant's files and we
Rent (N} (MW) CHOICE noted the following situations:
VYOUCHER
(CFDA No. 1.In two (2) files examined, there was an | The Program Director has Corndition still
14.871) increase in rent to “Owner” and has no | restructured the Quality Control Unit prevail
evidence of Reasonable Analysis | (QCU)  and  designated ancther
Certification. personal, which will review ail the
files of participants.
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COMMONWEALTH OF PUERT( RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puernio Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1. 2607 - Jone 30, 2008 Fiscal vear 2007-2008

Principal Executive:

Contact Person: Mrs. Ramona Pacheco Machada, Finance and Budpet Director

Hon. Maria Meléndez Altieri. Mayor

Phone:

(787} 284-4141, ext. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2.0ne (1) file examined have the { The Inspectors Supervisor  will Condition
payment standard uapplied to the | monitor all the new inspections that Partially
Family Report HUD-30058 was | comply with the current rents for Carrected
calculated incorrectly because The | comparable unassisted unit, has the
Municipality did not use the correct | documentation that evidence of the
Fair Market Value Table applied to the | Rent Reasonableness Certification,
fiscal year 2006-07.
The Program Supervisor reviews the
3. According to the Fair Market Value for | Administrative Plan and corrected the Condition
the fiscal year 2006-07, we noted in | Payment Standard within 110, Partially
twenty one (21} files examined that the Correcied
payment standard was not calculated | The Program Supervisor has create a
accordance Fn.the percentage established | form will evaluate and monitor any
in the Administrative Plan approved by | jncrease of rent according with the
HUD. process established.
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COMMONWEAILTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circtdar OMB A-133

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person

: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141. ext. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Statos
Number Condition corrected Cost
2007-20 {FA) - SECTION 8 We have performed utilities allowance | The Program Director has established Not
Utilities HOUSING test to forty (40) participants” files and | a  Quality Control  Unit  and Determinable
allewance (N} CHOICE we noted the following situations; Implemented a  form  cntitled
VOUCHER “Supervisor Internal Control
(CFDA No. 1. In one {11 file examined the utilities | Evaluation”, which  will  allow Condition Stifl
14.871) allowance was calculated incomrectly | evaluate the file content and the Prevail
because The Municipality did not | reports sccuracy.
use the correct utilities analysis
schedule applied t0 the fiscal year
2007,
2007-21 (FA)— SECTION 8 We have performed Housing Quality | The Program Director has Not
Housing HOUSING Standard Inspection test w forty seven (47) | restructured the Quality Control Unit |  Determinable
quality CHOICE participants’ files and we noted the (QCU) and designated  another
standards VOUCHER following situations: personal, which will review all the
inspections (N) (CFDA No. files of participants.
MW) 14.871) 1. In eleven (i1) files examined. there are Condition still

no evidence of the ipspection reposts
applicable for the fiscal year 2006-07.

New personnel will be hired for
Hoasing Inspectors

prevail

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce. Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accerdance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Exccutive: _Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Direcior Phone: (787) 284-4141, ext. 2115
Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost

The Inspectors Supervisor will keep
control of all failed inspections
utilizing the form entitfled “HQS
Enforcement Log”, 0 follow up and
comply with timing of correction
according with regutations.

HQS  Inspection Training  was
conducied,

Acquired mobile inspections tablets
and software to facilitate the process
of inspections and conducted on time
as required.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 144

J“WW K*PMM% 2Y yu f o007

Hon. Mifia E. Melénd%tieri, Mayér  Date




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 30733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 ~ June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Alticri. Mayor

Contact Person: Mrs. Ramena Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Corrective Actions for findings

Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
2007-22 (FA) - SECTION & In testing the Housing Quality Standards | The Program Director has established a Not
Housing quality HOUSING Enforcement procedures for Failed HQS { Quality Unit, hired new personnel and Determinable
standards CHOICE inspections Form-52580, we found the | designated a  supervisor for  the
enforcement (N} VOUCHER following situations in thirty three (33) | inspectors.
(MW) (CFDA No. participants” files examined:
14.871) ) The Program Director also implemented
: 1. Twelve (12} files examined, the | HQS Enforcement logs for the
inspection for the fiscal year 2006 does | qupervisor foltow up the fail inspections
not indicate the final date by which | apg Annval HQS Inspections logs for
ear:h‘ step of the deficiencies found are | the inspector follow up all inspections
repalr. according with the month there due.

2. Four (4) files examined without (findings 1-7) Condition Suil
evidence of Inspector Officer’s initials Prevail
in the inspection report realized for
housing units.

3. Four (4) files examined, the inspection Condition
report form HUD-52580 is incomplete. Partially
has areas that were not inspected and Corrected
applied to the unit,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puento Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report; Reports on Compliance and Internal Control in Aecordance with Governimental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon., Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Finding
Number

Finding

Condition

Corrective Actions for findings
not corrected or partially
corrected

Questioned
Cost

Status

4, Ten (1) fAies cxamined, the inspection

report the fiscal year 2006-07 indicated
failed and the files do not have evidence
that the units were comected the
deficiencies detected. We could not
find evidence that the PHA wok prompt
and vigorous action to enforce the
owner's obligation and/or cancellation
of contract, within time frame required
by federal regulations.

Five (5) files examined the inspection
report form HUD 32580 indicates that
the unit has no electricity and the
inspection  was considered  without
shortcomings.

Eight (%) files examined, the

Condition
Partially
Corrected

Condition
commected

Condition Stilf

Prevail
correction of deficiencies detected in
honsing units exceeded the maximum
time allowed (30 calendar days) and
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COMMONWEAITH OF PUERTO RICO
MINICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July |, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person

: Mrs. Ramona Pacheco Machade, Finance and Budget Director

Phone: _(787) 284-4141, ext, 2115

Corrective Actions for findings
Finding Finding not corrected or partially Questioned Status
Number Condition corrected Cost
the files do nof have evidonce was
found of that the PHA approved time
extension waiver andf/or canceliation
of payment contract.

7. Two {2) notifications sent 10 the Condition Stilt
owner were be submitted too late Prevail
which avoid that the deficiencies will
be comrected on the iime frame
required by the federal reguiations.

200723 (FAY - SECTFION & We have performed Housing Assistance | Director has implemented a form Not Condition Still
Housing HOUSING payment test to forty (40) participant’s | entitled “Internal Controf” which the Determinable Prevail
assistance CHOICE files and we noted that in one (1)} file ; Housing Investigators Supervisor and

payment (N} YOUCHER examined. the rent paymems were not | Accountants Supervisor will atilize to
{CFDA No. made on behalf of owner indicated that | verify the information from the
14.871) the contract. software system and HAP Contract
processed.
147
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COMMONWEAILTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Contrel in Accordance with Gevernmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone: (787) 284-4141, ext. 2115

Findings - Single Audit for the year ended 2005-2006

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-04 (FS) CAPITAL Capital Assets:
ASSETS WORKS

OF ART AND 1. In the evaluation of real property Condition
HISTORICAL records, we noied that he donated corrected
TREASURES facilities Auditorium Pachin Vicéns

and the Paquito Montaner Stadium
have  not CRIM's  Appraisa
Certification as required by Law No.
537 of September 30, 2004. The
Municipality made an internal study
using actuat cost of similar assets.

2. In one land acquisition, the title of Condition
property was not available for our Corrected
examination,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reperts on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular QMB A-133
Audit Period: July 1, 2007 - June 30, 2008 Fiscal year 2007-2008

Principal Executive; _Hon, Maria Meléndez Altieri, Mayor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone: (787) 284-4141, ext. 2115
Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status

Partially Corrected

Works of art and historical treasures: Condition
Corrected
In the evaluation of the implementation
procedures  established for financial
statcments  prepared  under  GASB
Number 34. we noted that The
Municipality does not have formal
procedures established for the use and
disposition of works of art and historical

irgasures.,
2006-05 (FS) | CONSTRUCTION | We have performed audit procedures to None
LICENSES fitteen (15) comstruction taxes files and
PERMITS/ noted the following exceptions:

EXCISE TAXES

1. Three {20%} files selected were not Condition
available for our examination which Corrected
avoids the corroboration of the
following docusnents, such as:
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COMMONWEALTH GF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 0733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 -- June 30, 2008 Fiscal vear 2007-2008

Principal Execitive: _Hon. Maria Meléndez Altieri, Mayor

Contact Person:

Mrs, Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2113

Finding
Number

Corrective Actions for Questioned
Finding Condition Findings not Corrected or Costs Status
Partially Corrected

Declaration of Construction Activity,
Construction Permits, and Notice for
requirement of Permits Issued. This
condition does not  allow the
corroboration of  construction  tax
calculated by Musicipality's officers.

2006-08 (FS)

CONTRACT We have performed audit procedures 1o None
PROCUREMENT | fourteen (14) contracts made during the
PROCESS year with their respective supporting
documents derived from various concepls
and noted the following exceptions:
Condition
I. In oine {(64%) contracts. the Corrected
Certification of Funds issued by
Budget Department was prepared after
the coniraci was sighed and dated, and
in two (14%} contracts examired, no
evidence of Certification of Funds was
avatlable.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: _(787) 284-4141, ext, 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2. In seven (5(%) contracts, the contracts Condition
were filed 1o the Office of the Corrected
Controlier of Puerto Rico after the 15
days period required.
2006-01 (FA) HEAD START In eighteen (18} centers examined, the | The most commen reason for absent None Condition
FParticipant’s | (CFDA No. 93.600) | monthly average daily attendance rate | in these centers was iliness. We witlh Still Prevail
Elegibility was beiow 83%. This situation has the | continue to orientate parents in the
effect of decreasing the Head Start funds | importance of their children, and
for meal paymeais. The Policy | reoriented  educational  staff in
Council’s delegate members identitying | strategies  that  promote  fully
some problems in these centers. As a | attendance.
consequence, the Child Toed Program
would not be responsibie to cover up
these payments.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Pongee, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Controt in Accordance with Governmental Anditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2118

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-02 (FA) HEAD START During our test over the liquidation of | There were four vouchers paid after 517,819 Condition Stilt
Period of (CFDA No, 93,600} | accounts payable at December 31, 2005, | March 31, 2006. These suppliers took Prevail
availability of we noted (hat some debis amounting to § to long o bring the debl certification
funds 317,819, were paid after 90 days. The | to comply with the procurement
program did not receive a waiver issued | process. For the next year we are
by Region I authorizing those payments. | going to ask for waiver to HHS
Region I to authorize the payments
over the 90 days past the PY.
2006-04 (FA) HEAD START We have performed audit procedures to None
Contract (CFDA No. 93.600) | six confracts and noted the following
provisions exceptions:

1.Two (2) contracts examined were
submitted 10 the Commonwealth of

Condition

Corrected
Puerto Rico Controller's Office after
the required 15 days,
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COMMONWEALTH OF PUERTG RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerte Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Contro} in Accordance with Governmental Auditing Standards and Circalar OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayer

Contact Person; _Mrs. Ramona Pacheco Machado, Finance and Budget Direcior

Phone:_(787) 284-4141, ext, 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-08 (FA) HIV During our audit of programs’ bank | Payments are made as soon as None Condition Stith
Cash EMERGENCY recencitiations, we noted the following | possible, The monthly balance will Prevail
management RELIEF situations: be reduced to a minimum. Employees
PROJECT were retrained on the impoertance and
GRANTS (CFDA 1. Cash balance shown higher average | need to ensure both date and signature
NO. 93914) monthiy cash balance by | are secured from person receiving the
approximately $31,000. check.
200609 (FA) HIV In our procurement test, we noted the | Contracts will be screemed prior to None Condition
Precurement EMERGENCY following situations: approval in the web site provided by Corrected
procedures RELIEF the federal government. When this is
PROJECT t.The Proposal Development | done  the  contracts  will  be
GRANT {CFDA Guidelines for Reguest of Funds does | accompanied by shis certification.
NO. 93.914) not inchude the request of federal
assurance certifications.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerte Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Infernal Control in Aecordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Heon, Maria Meléndez Altieri, Mayor

Contact Person: _Murs. Ramona Pacheeg Machado, Finance and Budget Birector

Phone:_(787) 284-4141, ext, 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-18 (FA) HIV The following financial and special None
Reporting EMERGENCY reports were submitted o the grantor
RELIEF agency after the clapsed time required
PROJECT for submission:
GRANT (CFDA
No. 93.014) f.  Financial Status Report; Condition
Submitted on October 2, 2006, two Corrected
months after the waiver extension
date July 31, 2006.
2. Asonual Progress Report:
Submitied 136 days (four and half
months) atter due date of 120 days Condition
after the end of budget period Corrected
(February 28, 2006).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerte Rico 60733-1700

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Controf in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 ~ June 30, 2008 Fiscal yvear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: {787} 284-4141, cxt. 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2(H15-11 (FA) HIV We have performed audit procedures to | At least one fiscal monitoring will be None Coendiion St
Sub-recipient EMERGENCY the program monitoring review process, | conducted at every agency. Prevail
monitoring RELIEF and noted the following exceptions:
PROGJECT
CRANTS (CFDA 1. We did not observed evidence that the
NO. 93.914) program  performed  fiscal and
programmatic  monitoring  to  the
service  peovider  fimancial  and
accounting records.
2006-16 (FA) | HOME (CFDA No. | During our cash management test, we | Instruction witl be given to the person None
Cash 14‘293_} selected Lhiriy-ninc {39} checks for test of maintain the check regig[cr control
management and noted the following exceptions:

1.Checks prepured without evidence of

in the Program, about the necessity of
verify the checks numerical sequence
and when he noted a skip in the

Condition Stiil

pickup date by the supplier and | sequence, investigate the cause and Prevail
participant which avoid corroborate | anmotate in the register the check
time elapsing payment procedures. gencral information, inctuding the
cause of such skip. ] _
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COMMONWEALTH OF PYERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Gevernmental Auditing Standards and Circular OMB A-133
Audit Pertod: July 1, 2007 ~ June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hen, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2. The HOME Investment Frust Fund's | The Finance and Budge: Director will Condition
bank account has a balance of | evaluate the cstablished internal Partially
$453004 on June 30, 2006 and | control over the disbursement of Corrected
$333,774 on June 30, 2005, The bank | program’s funds, in order io achieve
account had not disbursemenis | compiy, the federai requirements and
realized during the fiscal year 2003- | avoid held excessive cash balance in
06 and prior year. This asccount has | the bank account. This evaluation will
deposits of funds recaptured and | include verify if the cash batance in
program income. the bank contain money request in
¢xcess Of the necessities and still
.San Aatén Project’s bank account, | available for pay out. Condition
which was financed with HOME Corrected
funds, has a balance of $223.594 on | A letter will be send to the suppliers.
June 30, 2006 and 3165,310) on June | in which the Program give them four
30, 2005. The bank account had not | ¢4) iabor days 1o pick up the check;
disbursements realized during the | and if not then the program will mail
fiscal year 2005-06 the check on the 5% day. Alsc a
mailing log will be established to
maintain record of the mailing of the
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COMMONWEALTH OF PUERTO R1CO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRTIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person; Mrs. Ramona Pacheco Machado, Finance and Budget Direcior

Phone: (787) 284-4141, ext, 2115

Finding

I

Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
checks. In the case of payments 0
participanis, the program will not
request funds until the bank notify the
lvan closing date.,
2006-18 (FA) | HOME (CFDA No. | Inour test of five (5) contracts, we noted None
Procurement 14.293) the following exceptions:
process
1.0ne {1) confract without contract Condition
provision for work hours and safety Corrected
siandards.
2006-20 (FA) | HOME (CFDA No. | In our iest over the accounting | Procedures are in place 0 maintain None
Accounting 14.293) manzgement systemt, we detected the | gver accounting records paraliel to
records following exceptions: IDIS

. HOME recaptwed fupd had not

Condition

distributed the resources deposited corrected
between  recapiure  and  program
income,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reparts on Compliance and Internal Control in Accordance with Governimental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive:

Comact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Hon, Maria Meléndez Altieri, Mayor

Phone:_(787} 284-4141, ext, 2115

I CER’ KY THAT THE INFORMATION ABOVE 1S CORRECT
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Hon.

ia E. Meléndez
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Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2. The commitment transactions Condition
recorded in IDIS report system were Partially
not recorded in program’s accounting Corrected
records as encumbranges.
3.The accounfing records did not Condition
provide procedures to evaluate that corrected
commitments recorded in  IDIS
system  were obligated during the
period of availability of commitment
L by grant period.
2046-21 (FA} | HOME (CFDA Ne. | The Municipality did not perform an | Monitoring procedures are being | No determinable Condition
Sub recipient 14.293) effective monitoring process to sub | revised by the program to prevent the Partially
monitoring recipient  and  CHDOs  organizations | recurrence of this finding. corrected
assisted with HOME funds.
|
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce. Puerto Rico 00733-1700

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Cempliance and Internal Control in Accordance with Governmental Auditing Standards and Circalar OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-22 (FA) SECTIONS Eligibility: Nuoge
Participant HOUSING
Eligibility CHOICE 1. File examined did not include Sworn | The Quality Contrel Unit  was Condition Stiil
VYOUCHER Statements, which specified that the | restructured  to  improve  the Prevail
(CFDA NQ. participant docs not have Value of | established procedures to evaluate file
14.871) Assets. content and report accuracy.

ro

Files examined did not include
evidence of Drug Free Certification.

Technical training will be provided to
the personnel assigned.

Condition Still
Prevail

3. File examined did not include | The Program Director will  be Condition 5til]
evidence of Family Department | aggressive in supervise the use of the Prevail
Certification {PAN). checklist entitled “Listado de Cotejo
del Reexamen Annual™ that is going
4. Files examined did not include | to be used by housing investigator to Condition
evidence of ASUME centification. epsure the annual reexamination are Partiatly
performed  according o regulations Corrected
section 8,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerio Rico 060733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 ~ June 30, 2008 Fiscal year 2007-2008

Principal Executive:

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Hon, Maria Meléndez Altieri, Mayor

Phone: (787) 284-4141. ext. 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Cests Status
Partially Corrected
5. Files examined did not include | The internal control evaluation over Condition
evidence of US  Citizenship | contract will be strengthened to assure Partiaily
Declaration Form. that contracts include ail benefits to Corrected

. Files examined did not include evidence

of Authorization for Relcase of
Informmation/Privacy Act Netice. Two
{2} files examined did not include some
member (18 years old and up} signature
in the Awhonzation for Release of
Information/Privacy Act Notice.

. HAF contract without evidence of

contract that applied to fiscal year
2005 or confract extension applied
until June 30, 2006,

be granted 10 the participants.

Condition Stifl
Prevail

Condition Still
Prevail
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Audit Report: Repuorts on Compliance and Inlernal Conirol in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Principal Executive: Hon. Maria Meléndez Alfieri, Mayor

Contact Person: _Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_{787) 284-4141, ext. 2115

Finding Corrective Actions for Questioned

Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
8. Files examined did not include Condition
evidence of family members’ Birth Partially
Certificates. Corrected
9. Files examined did not include Condition
evidence of Department of Labor Partiaily
Certification for all members of i8 Corrected
years oid and up.
10. Files examined did not include Condition
evidence of Department of Treasury Partialiy
Bebt Certification. Corrected
11. Files cxamined did not  include Condition
evidence of Department of Treasury Partially
Tax Return Debi Certification by Corrected
last five years.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apariado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internat Contrel in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2607 — June 30, 2008 Fiscal year 2007-2008

Principai Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person; Mrs. Ramena Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-23 (FA) SECTION 8 We have performed compliance test to No determinable
Special HOUSING twenty five participants’ files and noted
reporting CHOICE the following situations:
VOUCHER

{CFDA No. 14.817)

i

S~

File examined without complete
items 5h {(date when unit passed
inspection) and 5i (date of last annuai
HQS Imspection) in HUD's Form
50058,

In five files examined, we noted that
the annuzl income reported in HUD's

The Program Supervisor will monitor
the family report Form HUD-50058
revising & monthly report that extract
information from the information
sysiem and matching with:
documentation in files

Condition
Correcyed

Condition Stii

Form 50058  was  calculated Prevail
incorrectly.
i
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COMMONWEALTH OF PUERTQG RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Aundit Period: July 1, 2007 - June 30, 2008 Fiscal year 2007-2008

Principal Executive:  _Hon, Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheecg Machado, Finance and Badget Director

Phone: (787) 284-4141, ext, 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-24 {FA) SECTHON S We have performed compliance test to Not determinable
Reasonable HOUSING twenty five participants™ files and we
rent CHOICE noted the foillowing situations;
VOUCHER
{CFDA No. 14817} | 1.In accordance to Fair Market Value | The Program Director has Condition
Table applicable, the payment | restructured the Quality Contrel Unit Partially
standard was calculated incorrectly in } (QCU)  and  designated  another Corrected
HUD Form 50058, personal. which will review ail the
files of participanis.
The Program Supervisor reviews the
Administrative Plan and corrected the
Payment Standard within 110%.
The Program Supervisor has create a
form will evaluate and monitor any
increase of remt according with the
process established.
163
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 33{709
Ponce, Puerto Rico (0733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-25 (FA) SECTION R In the participant’s files. we did not | The Program Director has restrucured | Not determinable | Condition Stitl
Housing HOLUSING found evidence of the inspection reports | the Quality Comtrol Unit (QCLD) and Prevail
guality CHOICE applicable for the fiscal year 2005-06. designated another personal, which will
standards VOUCHER review all the files of participanis,
inspection (CFDA No. 14.817)
New personnel will be hired for
Housing Inspectors
The Inspectors Supervisor will keep
contrel of all failed inspections
utilizing the form cnttied “HQS
finforcement Log”, to follow up and
comply with tming of correction
according with regulations.
Acguired mobile inspections tablels and
software 10 facilitate the process of
inspections and conducted on time as
riquired.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 007331709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on_ Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
Partially Corrected
2006-26 {FA) SECTIONS In testing the Housing Quality Standards Not determinable
Housing HOUSING Enforcement procedures for faited HQS
quality CHOICE inspections. we found the following
standards VOUCHER situations in thirty one participant’s files
enforcement (CFDA No. 14.817) | examined:

1.The comection of deficiencies
detected in housing units cxceeded
the maximpm tme allowed (30
calendar days) and the files do not

have evidence that the PHA
approved time extension waiver
andfor  canceliation  of  payment
contract.

Z2.In the files cxamined, the inspection
report for the year 2005-06 indicated

Quality Congo! Enit (QCU) and
designated another personal, which will
review all the files of participants.

New personnel will be hired for
Housing Iaspectors

The Inspectors Supervisor will keep
control of all failed inspections utilizing
the form cntitled “HQS Enlorcement
Log”, te follow up and comply with

Condition Suil
Prevail

Condition Still

) P il
failed and the files do not have | timing of correction according with revat
evidence that the units were corrected | regulations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Pucrio Rico (00733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordapce with Governmental Auditing Standards and Circular OMB A-133

Audit Period: July 1, 2007 — Tune 30, 2008 Fiscal year 2007-2008

Principai Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mys. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Finding
Number

Finding

Condition

Corrective Actions for
Findings not Corrected or
Partially Corrected

Questioned
Costs

Status

the deficiencies detected. We could
net find evidence that the PHA took
prompt and vigorous action to enforce
the owner's obligations andfor
cancellation of contract, within time
period required by federat
regulations.

.Notifications semt to the owner were

be submitted too late which avoid that
the deficiencies will be corrected on
the period required by the federal
regulations.

4, Files examined without evidence of

Section 8 Officer’s initials in the
inspection report realized for housing
units,

HQS  Inspection  Training  was
conducted during the fiscal year 2008-
2009.

Cuondition Still
Prevail

Condition
Partially
Corrected

TBAT THE INFORM

ATIODM ABOVE IS CORRECT

I Cz‘RTIF
 H

?ﬁ. Maria E, %dez A/l%ri, Mayor
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COMMONWEAILTH OF PUERTO RICO
MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 0G0733-1709

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext, 2115

jRT FY THAT THE INFORMATION ABOVE IS CORRECT

on. Maria E.

elen €z

tlerl, Mayor

Finding Corrective Actions for Questioned
Number Finding Condition Findings not Corrected or Costs Status
P Partially Corrected
2006-27 (FA) SECTIONS In testing compliance procedurss for | The Program Director hay { Not determinable

Utilities HOUSING utilities  allowance, we found the | restructured the Quality Conirol Unit
atlowance CHOICE following situations in twenty | (QCU}y  and  designated  another

VOUCHER participants® files examined: personal, which will review all the

(CFDA No, 14.817) files of participants.

1. Utilities allowance was calculated Condition
incorrectly in accordance to rooms | The Supervisor  of  Housing Partially
by unit reported on HUD Form | Iavestigators will evaluate all cases Corrected
S0058. per technical during the fiscal year

2008-2009 utilizing a form entitled
“Supervisor Internal Contrel
Evaluation™. which maonitor
performance, ensure compliance with
the regulations and  reinforce
procedures, verify file content and
the reports accuracy.
—
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COMMONWEALTH OF PUERTO R1CO - MUNICIPALITY OF PONCE

Apartade 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internat Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Single Audit

Audit Period: July 1, 2007 ~ June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141., ext. 2115

adequate financial tesources in a deficit reserve
account to amortize the acerued deficit shown in the
general fund (Mayor’s fund) as required by Law.

Municipality will obtain saves in
payroll  expenditures and fringe
berefits of 4.5 million dollars
approximately.

Ramona Pacheco,
Finance and Budget
Director

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
PART 11 -~ FINANCIAL STATEMENTS | The Municipality of Ponce continues
FINDINGS SECTION establishing the NECEssary
measurements  © control the
(Al of the following findings are considered to be | expenditures and to decrease the
reportable  conditions.  Those that are material | accumulated deficit
weaknesses (MW) are labeled as such, )
Beginning huly 2009, the municipality
Finding number 2008-01 (FS} — Operating implemented the policy of reduced
Breficit of General Fund journey, which consist in to reduce to
all employees two (2) labor days per
Condition month and 5% of reduction in the
salaries of Directors. With this
The DMunicipality’s systern of internal contro! | measurement the Partially Mrs. Mar{a E. Meléndez During Fiscal
relating {o the budgeting function dees not provide Corrected Altieri, Mayor and Mrs, Year 2009-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Do befands £ folol ) G,

Hon_Maria E. Mcién(VAllieri, Mayg?
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Exccutive: Heon. Maria Meléndez Altieri, Mayor

Contact Person: _Mrs. Ramona Pacheco Machade, Finance and Budget Director

Phone: (787) 284-4141, ext, 2115

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

on, Maria E,

eléndez Altierp, Mayor

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation Also, cur Municipality increased the
Real and Persongl Property tux rate
We recommend it evaluates the adequacy of the
provision for deficit reserve accounts in the next | beginning in the fiscal year 2009-
budget for the amortization of public debt as | 2010. This measurement  will
recommend by Law.  Aiso, the Municipality’s | represent additional resources of 6
officers must evaluate the negative wvariances | million dollars approximately.
between budgeted revenues and actuzl reveoues
trend to reduce the budgeted expenses by department | The Finance and Budget Department
{quatterly sllocation process) and to aveid future | has established an uaggressive debt
operational deficits at end of year. collection plan, in order to obtain
additional resources of income related
to municipal tax licenses, property tax
and construction’s permits.
L
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COMMONWEALTH OF PUERTO RICO -

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Cireular OMB A-133

(Single Andit}

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pachece Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

system of accounting does not provide for adequate
and effective financial information. As a
consequence, the finance and budget depariment
personnel should use spreadsheet software for the
preparation of the financial statements, resulting in a
duplicate effort for the personuel and could create an
tnvoluntary miscalculation.  For example, capital
assets and long-term debt analysis were prepared
using the spreadsheet software.

ERP system, to achieve adequate and
fairty financial information i the
accounting system, vegarding capital
assets and fong term debts.

The actual Municipal Administration
is evaluating the cost-bepefits of
acquiring a  new  accounting
computerized system or an upgrade of
the actual system,

Svystem Department and
Mrs. Ramona Pacheco,
Finance and Budget
Director.

RESULT ) T
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Finding _number 2008-02 (FS) - Accounting
Management System (MW)
Condition
During our tests of the financial accounting system | The Municipality of Ponce acquired Still in Ms. Carios Colén, During Fiscal
of the Municipality, we noted that the computerized | license for the installation of SAP- process Director of Information Year 20092010

ICERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dea bt

L £ )/MWM

Ho Maria E. Mcl/zéez Aiticri
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internai Control in Accordance with Governmental Auditing Standards and Circutar OMB A-133

(Single Audit}
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007.2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavyor

Contact Person: Mrs. Ramona Pacheco Machade, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

The Finance and Budget Director has
restructured the accounting office in

Recommendation order to strengthen the accounling
system, facilitate the supervision and
We recormmend financial trainings to the te  achieve comply with legal
accountants in charge in the preparation of requitements and governmental
financial and statistical reports to uscertain accounting  pronouncements.  Financial
that the accounting system comply with legal training will be offer to the accountants
requirements and governmental accounting in charge in the preparation of
proficuncements, financial and statistical reports.

As an interim measurement the
Finance and Budget Direcior will
create & Special Committee composed for
the Accounting Oifflice Supervisor, the
Dircctor of the Information  Systoms
Department, accountants, and financial
consultants, whom will evaluate all the

171
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principai Executive: _Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramena Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

taxpayers between January 1 and June 30, 2008
(known in Spanish as “Patente en Suspenso’™), were
used by the Municipality to cover certain operating
costs and cash flows shonages of the peneral fund
incurred during the fiscal year ended June 30, 2008,

actions decribed in the finding, the
preparation of a cash flows forecasts
and projections o anticipate any cash
flows shtortages and other
measurements that our financial

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
-
condifions mentioned in this finding
and will recommend to the Finance
and Budget Director  adequate
measurements o correct  such
conditions,
Finding number 2008-03 {¥5}) - Municipal License Tax
Revenues (MW
Condition
Muricipal license tax revenues of the fiscal year | We  expect  thut  with  the Partially Mrs. Maria E. Meléndez Puring Fiscal
2008-2009, which were collected in advance from | implementation of the corrective Corrected Altieri. Mayor and

Year 20062010
Mrs. Ramona Pacheco,

Finance and Budget
Director

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Lus dras €M

Hgfh. Maria E. Me?(dez Altiert,

172

¥/t /oo
baze




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico (00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audif)

Audit Period: July 1, 2007 - June 30, 2608 Fiscal year 2007-2008

Principal Executive: _Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budpet Director

Phone: (787} 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

Those unearned revenues collected in advance
pertain to the general fund's operating budget of the
fiscal year 2008-2009, coid not be used to pay
obligations of the fiscal year 2007-2008 and was not
authorized by 4 municipat ordinance or resolution.

Recommendation

We recommend the Municipality to prepare cash
flows forecasts and projections to anticipate any cash
flows shortages and 1 avoid using financial
resources of future fiscat years to cover the operating
tieeds of the current fiscal year.

We alse recommend that annual budgets must be
developed  using elements of performance-based
program budgeting and zero-based budgeting, and
inciude estimates of revenues and other resources for

consuliants can recommend us, avoid
the use of the license tax revenues
collected in advance, in future fiscal
years.

I CERTIFY THAT THE INFORMATION ABCVE IS CORRECT

O bt € Mol citfoinc

Maria E. Meléndez Altieri, May

L
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internal Contrel in Accordance with Gevernmental Auditing Standards and Circular QMB A-133

{Single Audit)
Audit Period: July 1, 2607 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone: (787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

the easuing fiscal vear under laws and regulations
existing at the time the budgets are prepared. This
process must ensure that the operational budget of
the general fund is adjusted for uncoliected budgeted
FEVERUES.

Findigge nymber 2008-04 — Head Stari Program

Condition

In letter dated December 13, 2007, the U.S. | The Myjor wrote a letter tw the Federal Still in Mrs, Muria E, Melénder During Fiscal
Department of Heajth and Human Services request | Program  Executives 1o extend a Process Mayor und Mrs. Ramona | Year 2009-2010
the return of approximately $657,000 to the | paymesnt agreement plan. 1o begin once Pacheco, Finance and

Municipality for disaiowable costs incurred. As of | the Municipality could —adjust its
the report date, this amount has increased to | fitancial staws from July 17, 2009.

approximately $780,000. According to the federal
agency, the funds must be from non-federal sources.

Budget Director

174
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

[)‘4 L/m & Q/M WA&,{, 2 juf fo5

arfa E. Meléngéz Altieri, M Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1700

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Singie Audit)
Audit Period: July 1, 2607 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budpet Director Fhone: (787) 284-414]1, ext. 21 15
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation

We strongly recommend that the Municipality
return the funds as soon as possible to avoid future
interest costs or other reprimand. We also
recommend that the Municipality should adopt the
necessary intermal controls and procedures 10
ascertain that it is in compliance with these federal

requiremnents.  including adopting  the necessary
procedures 10 ensure the payihent to this federal financiatly
assisted program.

175
T CERTIFY THAT THE INFORMATION ABCVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2607-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: _Mrs, Ramona Pacheco Machadg, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

2/
on. Marfa Ey(éndez Altier

, Mayor

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
FEDERAL PROGRAM - HEAD START (CFDA No.
93.600)
Finding number 2008-01 (¥A) - Allowable Costs/ Costs
Principies (B) (MW)
Condition
We huve performed audit procvedures to lorty {40} voucher
and six (6} payroll disbursements and noted the following
exceptions:
I. I one (1) purchase order, we noted that the officer | Those duies are adequately segregared.
who signed as Coordinator Buying Officer is the same | The mentioned case is an isolated case, Partially Mrs. Ramona Pacheco, December 2009
person who signed as the Budget Director. There was | possibly  provoked for absences of | Corrected Finance and Budget
no segregation of duties, personnel authorized to sipn the purchase Director
order. The Finance and budget Dircctor
will awvthorize additional persons  to
approve the purchase order o avoid that
ilhis situation been repeated. (dem [}
176
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports en Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit}
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: _Hon, Marta Mcléndez Altieri, Mayor

Contact Person: Mrs. Ramena Pacheco Machadg, Finance and Budget Director Phone:_(787) 284.4141, ext. 2115

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
2.In ope (1) voucher of payment, we noted that the | Beginning immediately the program Partially Mrs. Maria A. Ruiz, August 2009

total hours worked that indicates the invoice is | will verify that the stipulated hour and Corrected Program Director

incorrect. The Program was paid forty-seven hours | cost in the contracts compare with the

and only work forty-five hours. The payment | hours and cost included in the

process will be due for $1,175.00 and should be | invoices. The Finance and Budget

$1.125.00. The Municipality paid $50.,00 dollars | Director will instruct the pre-audit

which were no alowed. personnel about the necessity of re-

compuie  the  imveice  amouant,
3.In two (2} payments of payroll, we noted that the | verifying the worked hours and the Still in Mrs. Maria A. Ruiz, December 2009

Program wilt pay the employee less than the amount | contract rate per hour. (Lem Z) Process Program Director

indicated. The employees worked all 1abored hours

and the program reduce days. When the firsi working | The sjruation mentioned in the item 3

day of the employee is Monday and his contract | will be evaluated with the Personnel

begins the same day, the Municipality discount | Director in order to determine if a

Saturday and Sunday before the effective date of the

contract. The Program enly can ded:.zct the enployee | gichursement should be made to the

working days because they are salaried employees. | .00 .4 employees.

FCERTIFY THAT THE INFORMATION ABOVE IS CORRECT

shdez Altieri,
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COMMONWEALTH OF PUERTO RICO -

Apariado 331709
Ponce, Puerio Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reperts en Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular QMB A-133
(Single Audit)
Audit Period: July 1, 2007 - June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hen., Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

f

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE !
STATUS E
4.In nine {9) vouchers the concept of payment | The situation mentioned in the #em 4 Partially Mrs. Maria A, Ruiz, Juty 2009
indicating in the disbursement is incorrect. occwrred  because the miscellaneous | Corrected Program Director
item  inciuded renmtal  expense,
Recommendation maintenance and repair expense. staff
travel expense, professional services
The Municipality should evaluate its internal { and other material expenditures,
controls over disbursement and establishing written | wherever  the  Program  have
poticies on the payroli and ascertain that compty with | established specific items {0 each
applicable faws and reguiations. We recommended | material  expenditure, reducing the
dishbursement policies and procedures are developed | amount assigned in the miscellaneous
and implemented to ensure vendor informartion is | item.
accurate and complete.  In addition. sheuld foliows
its intermal control o ensure adequate segregation of
duties is maimained.
178
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports en Compliance and Internal Control in Accordance with Gevernmental Auditing Standards and Cirenlar OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person; Mrs. Ramona Pacheco Machado, Finance and Budget Birector

Phone:_(787) 284-4141, ext. 2115

I CERTIFY THAT THE INFORMATION ABOVE 1S CORRECT

D Wunes £ 3/

/( Maria E. M?({dcz Altu:rl, Mayo

f

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Finding number 2008-02 (FA) - Cash Management
(CY {IMW)
Condition
In ow drawdown test over florty two (42)
disbursements, we noted the following exceptions:
L Twar (23 checks does not appear in the register centrol | Instruction will be given to the person Partially Mr. Narciso Alvarez, July 2009
check that is where the Program specifies the date on | of maintain the check register control Corrected Accouniant HI
which they are sent by mail, the date and signatre of the | in the Program, about the necessity of
person who cojlected & in person. verify the checks numerical sequence
and when he noted a skip ip the
2. 0One (1} check prepared without evidence of pickup or sequence, invcsligalc the cause and
mail date by the supplier which avoid comeborate Ume | ynnapate in the register the check
elapsing payment procedures; according of thes‘e WC | oeneral information. including the
coulds’t evaluate the cash management compliance cause of such skip (Iﬁ:mq I and 23
requirement, ’ ' ’ -
179
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1700

CORRECTIVE ACTION PLAN

Audit Report: Reports on Coempliance and Internal Control in Accordance with Governmental Auditing Standards and Circslar OMB A-133

(Singie Andit}

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Exccutive:

Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

1 CERTIFY THAT THE INFORMATION ABOVE [S CORRECT

aria E. ’Vlt,lend{.' Altieri, Wf

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
3.0ne {i) check was submisted to the supptier or } The Program will take adeguatc Partially Mrs. Maria A. Ruiz, Buring Fiscal
participant more than three (3) days of the next workday | measurements 1o assure that check be | Corrected Program Director Year 20090-2010
after the funds were deposit in the bank account. submitted to the supplier and
participant  within  the  period
established by the federal regulation.
{Item 3
4. Five (5) cash request did not include the signature of the | Beginping in July 2009, a double Partially Mrs. Maria A. Ruiz, July 2009
Officer Program who prepared the request. check systemt will be established to | Corrected Program Pirecior
) ) the fund request. After the accountant
5. Twenty (20) cash request did not include the signature prepare the list of checks received
of the Officer Program who verifies the request. sum the amount of the checks and
e . ) s o sign the list, another accountant will
e Iolowing s for fundng e P | iy e Coacion ot
amount of the requests for funding and supposting information. (Items 4, 5 and 6)
documents. The Program request more funds that the
imipediately need:
180

2/ 1ut /99

(Date




COMMONWEALTH OF PUERTO RICO -

MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 60733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Contrel in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Singie Audit)

Audit Period: July 1, 2007 — june 36, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787} 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

— Cash Request on October 9, 2007 for $316,408.51,
the correct amount was for $310.408.52. Funding
request i excess for $6,000.00 was not reconciled
iz the next request.

— Cash Request on July 20, 2007 for $53,234.09, was
duplicated, because had been reguested in the cash
request made on Jure 28, 2007 for $105,716.28.
Funding request in excess for $53,234.09 was not
reconciled in the next request.

~ Cash Reguest on June §6, 2008 for $48,934.73 and
the correct amount was for $23,194.73, {unding

request in excess for $25,740.00 was reconcited in
the next requests.

— Cash Request on June S, 2008 for $160,566.17, the
correct amount was for $157,336.17. Funding

i CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Hon Maffa E. Meléndez Altigfi, Mayor

181

—aflphlor
ate




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rice 00733-1709

CORRECTIVE ACTION PLAN

Augdit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit}

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal FExecutive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pachece Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2118

cash balance shown higher average monthly cash
balance over $47,400, as foliows:

— July 2007 - $54,133.01

— September 2007 - $48,291.53
— QOctober 2007 - $60.262.09

— November 2007 - $57,103.73
— January 2008 - $55,346.94

- April 2008 - $283.889.49

- Muay 2008 - $49495.61

conttol over the disbursement of
program’s funds, in order to achieve
compty, the federal requirements and
avold heid excessive cash balance in
the bank account. This evaluation will
inctude verify if the cash balance in
the bank contain money request in
excess of the necessitics and stitl
available for pay ount. (Itenx 7)

Mrs. Ramona Pacheco,
Finance and Budget
Director

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
request in excess for 3.230.00 was reconciled in
the next reguests.
7. During our audit of program bank recenciliations | The Finance and Budget Drirector wiil Still in Mrs. Maria A, Ruiz, Puring Fiscal
aecount number 071-036938, we noted that the | evaluate the established internal Process Program Director and Year 2008-2010
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Andit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Coniact Personr: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_{787) 284-4141, ext. 2115

[ CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Hen. Maria E. Mcién?w/ Altieri, M@

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
8. During our audit of program bank reconciliations | The difference mentioned in the item |  Partially Mrs. Maria A. Ruiz, immediately
account aumnber 071-036938, we noted differences | (8). occurred because bank errors. | Corrected Program Director
between the hook balance and bank reconciliation | which were corrected by the bank.
in the following months:
~ May 200X
- June 2008
Finding Number 2008-03 {(FA) - Davis Bacon Act
(B (MW}
Condition
We evaluated the only contract of construction that
was in force during the fiscul year 2007-2008, and
noted the following:
183
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Cenirol in Accordance with Governmentai Auditing Standards and Circalar OMB A-133
{Single Audit}
Audit Period: July 1, 2007 ~

June 30, 2008 Fiscal vear 200°7-2008

Principal Executive: Hon, Marfa Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY ; TIMETABLE
STATUS
I. Four ¢4) payroll certification without the contractor | The Program  will take adequated Still in Mrs, Maria A. Ruiz, During Fiscal
signature, measurements to assure that future Process program Director Year 2009-2016

construction contracts, paytoll
2.The Program has no evidence of the final | certifications,and dishursement
inspection of the project which indicates that the | vouchers includes the  signatures,

work was completed in accordance with the

approved.

clause and documents mentioned in
this finding.

3.Contract without evidence of the Payment of
Prevailing Wages Table,

Recommendation

The Mumnicipality should strepgthen its internal
comrol on the revision of payroll centification and
final project inspeclion before procecding with the
payment, and maintaining a regular monitoring of all its
contracts o ensure they comply with all provisions.

184
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

2ffput fo

Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Centrol in Accordance with Governmental Auditing Standards and Circutar OMB A-133

(Single Audit}

Audit Perivd: July 1, 2007 — Jume 30, 2008 Fiscal vear 2007-20608

Principal Executive: _Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: _(787) 284-4141, ext. 2115

exceptions:

1.In five (5) files examined the family composition
that indicates the social history was wrong.

2.0ne (1) file examined did not include evidence of
Birth Certitication.

3.0ne (1) file examingd did not include evidence of
Social Security Verfication.

required documents and certifications
mentioned in this finding, Also. an
Evaluation Sheet will be prepared 1o the
children files.

The Program will take appropriate
measuremnts  to assure  that  the
Elegibility Verification Form provided
by the Federal Program be used.

Additional personnel will he assigned to

RESULT

CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

Fipding Number 200804 (FA) - Participans’

Eligibility (E) (MW)

Condition

We have performed eligibility test to forty (40) | A checklist will be implement to assuse Siilt in Mrs. Maria A. Ruiz, During Fiscal

participants’  files and noted the following | that the participants’ file include all Process Program Director Year 2009-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive; Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

£ s etol Clmy

Hop( Maria E.’Mefémiy(ﬂtieri. Mayor J

¥

ﬂ.‘{/ )‘;ﬁ/a‘?
Date

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
4. Three (3) files examined did not include evidence of | realize mwonitories to the participants
family income. files. Soch monitories will be realize
monthly and will be selected at random
5. gight (B) files examined did not include evidence of ! in the Head Start Centers.
the pay stub that certifies family income.
The Program will comply with the
6. Ten (10) files examined did not include evidence of | guidelines established by the Federai
Certification of Income Tax Return for the last five | Program related fo the cnmoilment
years. elegibility and other guidelines and
regulations established, including the
7. Five (5} files examined did not inciude evidence of | Political Declarations contaimed in the
Fam:ly Department Certification (PAN). Public Law 110-134-2007  dated
December 12, 2007.
8. Eight (8} files examined did not inciude evidence
of Certification of Child Support (ASUME),
9. Fifteen (15) files examined did not include
evideace of Department of Labor Certification.
186




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Pance, Puerto Rico 00733-1700

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
{Single Audit}
Audit Period: July 1, 2007 — June 30, 2008 Fiseal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

11

. Six (6) files examined did not include evidence

of family Socizl Security Income,

Four (4) files examined did not inciude evidence
of the Family Income Certification.

. Two (2) files examined the certification of

income does not indicate the total hours worked.
therefore unable to assess the wtal family
income.

. Eighteen (I18) files examined did not include

evidence of Supplemental Natrition Program for
Women, Infant and Children (W.1.C)

Eight (8) files examined did not include evidence
of utilities invoice showing residential address,

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

187
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COMMONWEALTH OF PUERTO RICO -

MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rice 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with (rovernmenta] Auditing Standards and Circular OMB A-133
(Single Audit)

Audit Period: Juiy 1

Principal Executive:

5 2007 — June 30, 2008 Fiscal vear 2007-2008

Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Bodget Director

Phone:_(787) 284-4141, ext. 2113

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT

OR
STATUS

RESPONSABILITY | TIMETABLE

. Nine {9} files examined have the family income

calculated incorrectly.

. In two (2) files examined the family did not meet

the income limit and the child does not appear in
the list of high-income enrollment.

. Six (6) files examined the family compositions that

indicate the Certification of Eligibility was wrong.

. One (1) file examined did not include evidence of

Certification of Eligihility.

. In one (1} file examined the child was considered

of special need and not appears in the list of
childrea with special needs.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dot et € p b Jll e

Hon. Mana E. Meléndez)dtsen May
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartade 331709

Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Complianee and Internai Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
{Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machade, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

20.

in eonme (1) file examined the physical

2. One (1) file examined did not include evidence

. In one (1) file examined the dental examination

One (1} file examined did not include evidence of
Physical Examination that appties to the fiscal year
audited.

examinaiion was done late, more than ninety
days afier the first day of classes,

of Dental Examination that applies 1o the fiscal
year gudited.

was dong late, more than ninety days afier the
fist day of classes.

1CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dee Wul €37 (Lo folt

Hog. Maria E, Melé?xﬂcz Altieri/Mayor
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Contrel in Accordance with Governmentat Auditing Standards and Circular OMB A-133

{Single Aundit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hou, Maria Meléndez Altieri, Mayor

Comact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_{787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

24,

25.

26.

21

28

In five (3) files examined the physical
examination and dental examination did not have
evidence of the name (signature} of the
examiner.

Tow (2) files examined had evidence of oaly one
Curriculum Creative Progress Report.

Twa (2) files examined had evidence of only two
Curriculum Creative Progress Report.

In one (1) file examined the curriculum creative
progress report no has evidence of the signature
of the teacher.

In one (1) file examined the curriculum creative
progress report no has evidence of the family
signature.

I CERTIFY THAT THE INFORMATION ABGVE IS CORRECT

Dot 7 add b Spe el G

Horny Maria E. Meléngez Altieri, May
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Infernal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Pericd: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Exccutive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

29, Two (2) files examined did not have evidence of
Home Visit

3. Three (3) files examined had evidence of only
one Home Visit.

We recommend that the Municipality should take
the appropriate actions to correct the conditions
indicated above to achieve compliance with federal
program  requirements. In addition, we
recommended procedures be strengthened to ensure
eligibility process are adequately documented and
participant files contain all required information and
are adequately.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

n. Maria E. Meléndez Altieri, May
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerto Rico 00733-1700

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machade, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Finding Number 2008-05 (FA) - Equipment and Real
Property Management (F) (MW)
Condition
We performed audit procedures to four (4) addition
equipment disbursement (over 35,000.00) during the
fiscal year audited, and c¢xamined e property
subsidiary ledger and the internal control of property,
plan and equipment and noted the following:
{.One (1) eguipment examined was not recorded in | The equipment mentioned in the item Partially Mr. Wilfredo Rodriguez, Juty 2008
the subsidiary property ledger. i akeady was recorded in the | <Corrected Property Sapervisor
subsidiary property ledger with the
property number HST (14526,
2.0ne (1) disbursement did not have evidence of { Since February 2009, an intemal
when the Program receipts the merchandise, control was cstablished o require to
the person in charge of receive the
192
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
LeadSond Vel iheie ay/yutfo s

Ho?/Marfa E. Meléndeg/Altieri, Mayor
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circolar OMB A-133

(Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: _Mrs, Ramona Pacheco Machade, Finance and Budget Dlirector Phone:_{787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETARLE
STATUS

merchandise, sign  the “Purchase
Order Blind Sheet™ and any Shipment
Report provided by the supplicr, as
evidence of the receive. Those
documents should be included among
the disbursement voucher documents.
{Item 2)

3. Three (3} equipments examined, the subsidiary | The subsidiary property ledger will be
property ledger did not indicate the serial number. | modified in order to comply with the

federal requiremnets established for

4. One (1} equipment examined. the subsidiary property | preperty management. (Items 3 and 4)
ledger does not indicate the condition and use of '
equipment.

5.Three (3) equipments examined physically did not

_ The equipment mentioned in the item
have evidence of the tag number,

3. was identified with the required tag
number after the audif period.

193
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico €0733-1700

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramena Pacheco Machado, Finance and Budget Director

Phone: {787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT

OR
STATUS

RESPONSABILITY | TIMETABLE

We performed audit procedures to  twenty (2()
equipments or material (less than $5,000.00) of the
centers and we noted the following:

I.Twe (2 cquipments examined physically did not
appear registered in the subsidiary property ledger.

Recommendation

The Municipality must update the information required
in the subsidiary property ledger in order t¢ comply
with federal regulation. In addition. should establish an
effective internal control process o reconcile at least
annually the subsidiary ledger of the fixed assets to the
general jedger,

The two (2) equipments mentioned in
the second part of this finding, which
cost was less than $5.000, wiil be
register 10 the subsidiary property
tedger by the person in charge of such
subsidiary.

I CERTIFY THAT THE INFORMATION ABOVE 18 CORRECT

O by f&»wéA/éZfﬁm

n Maria E. Melépdez Altter;
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COMMONWEALTH OF PUERTO RICQ - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Conirol in Accordance with Governmental Anditing Standards and Circnlar OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

Finding Number 2008-06 (FA) - Maitching (G)
(MW)

1. We chose two months to evaluate the supporting
documents for cash or im-kind local contributions and
noted the following:

# I all sample ubserved differences between the
documents 1o support the volunteer work and the
amount recorded in the general ledger.

h.In all sample observed differences between the
documents to support the other expenses and the
amount recorded in the general ledger.

2. During the evaluation of cash or in-kind local
contribution we noted that the amount recorded as
in-kind 1o the general ledger is wrong, hecause the

The Program Director will take the
necessaries measurement to assure the
correction of the In-kind supporting
documents.

The situation mentioned in item (2)
occurred because and error in  the
established formulas, which did not

Still in
Process

Mrs. Maria A. Ruiz,
Program Director

BPuring Fiscal
Year 2009-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

/h»wf

Hon/Maria E. Meléndez

frieri, Ma
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
(Single Audit}
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principat Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
{ STATUS
supporting documents was not joined properly | include all the necessaries paramenter to Partially Mrs. Maria A. Ruiz, During Fiscal
during the fiscal year audited. determine the In-Kind amount. The | Corrected Program Director and Year 2009-2010
formulz was corrected. Mrs. Ramona Pacheco,
3. We noted that the Program registers as in-kind the Finance and Budgel
State Insurance Fund, without baving paid the Director

federal funds budgeted in the proposal.

4. The Municipality did not comply with the 20% _
lacal contribution (In-Kind or Cash) at June 30, | The Program Disector will discuss the
2008, were uncovered $154.523.11. The Program | In-Kind situation with the Finance and
reported in the accounting record volumtary work | Budget Director in order to determine

cash improperly.  This deficit represents a | the appropriate corrective action
questioned cost of 361809294, but the Federal | measurement to be implement to
Agency can recovery the total Federal share. avoid the recurrence of the situation

mentioned in the Hem 4.

196
| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

ORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit}

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramena Pacheco Machado, Finance and Budget Director

—e

Phone: (787) 284-4141, ext. 2115

[ RESULT | T T
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation
We recommend that the Municipality should take
the necessary actions o comply with state and
federal regulations. N ) .
Finding Number 2008-07 {FA) - Barmarking (G)
(MW}
Condition
. Pursuant to the final Financial Assistunce Award | Beginning in the fiscal year 2009- Partially Mrs. Maria A. Ruiz, During Fiscal
for the budget period from January 1, o December | 2010, the Program will establish a Correcied Program Director Year 2009-2010
31, 2007, the approved budget was 511,994,494 for : more strong  control  over  the
a client population of 1,752, representing in | enrollment and the children assitance.
$6.846.17 per child, An unobligated balance of | We expect to comply with the 100%
federal funds for $278.508 reseited in the Financial | of the eorollment and achieve an
Status Report filed for this budget period. The assitance rate of at least 98%. Also, an

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dot ) e £

){fn. Maria E. Melér?é, Altier1, Mgyor
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartade 331700
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Contrel in Accordance with Governmental Aunditing Standards and Circular OMB A-133

(Single Andit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2068

Principal Exccutive: _Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

enroliment included in the proposal for this budget
period was 1,752 children. However, the active
enrollment was 1,633 children. The enrollment
deficiency of 119 children caused that the Program
recetved approximately $536,186.51 in excess for
this budget period.

2.In mineteer {19} center examined, the monthly
average daily attendance rate was below 83%,
This situation has the effect of decreasing the Head
Start funds for meal payments.

Recommepndation

The Municipality should strengthen its procedures
to ensure earoiiment requirements are met.

colaboration agree was sign with the
Pontifical Catholic University of
Ponce to offer services five days a
week; one more day safter May 2009,

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dec. lofonel oAy ol faotss

Hon. M4ria E. Meléndez Xltieri, Mayor
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico (()733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports en Compliance and Internal Control in Accordance with Governmental Anditing Standards and Circular QMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: _Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

following exceptions:
1. Nine (9} disbursements totaling the amount of

$273,101.32 were paid after 90 days at the close of
the grant award. The Program did not receive a
waiver lefter issued by Region [ authorizing those
PAYITHCTES.

Director in order to establish adegnate
measurements to avoid disbursements
atter 90 days at ctose of the grant award
2009-2010.

Mrs. Ramona Pacheco,
Finance and Budget
Director.,

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE

STATUS

Finding Number 2))8-08 {FA) - Period of Availability

of Federal Fands (H) (MW)

Condition

During our fest over forty (40) lquidation of | The Program Director will discuss this o . . . -

L . o . L 3 Still in Mrs. Maria A. Ruiz, During Fiscal
obligation at December 31, 2007, we noted the | situation with the Finance and Budget Process Program Director and Year 20092010

FCERTIFY THAT THE INFORMATION ABOVE IS CORRECT

L Ml £ vl i s

Hog/ Maria E. Me[éy(z Altieii,ygror
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
{Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Alticri, Mayor

Contact Person; Mrs., Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
S RESULT
CONDBITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation

We recommend that the Municipality should
improve its internal control procedures over the
liguidation of accounts payable in order to comply
with the law and regulations in force.

Finding Number 200809 {FA) - Procurement and
Suspension and Debarment ([ (MW)

Coundition

We have performed audit procedures to ten (i0) | For all process involving contracts: Still ine Mrs. Maria A, Ruiz, Puring Fiscal
contracts and forty {4() purchase order and noted the | From August 2009 on, all employees Process Head Start Program Year 2009-2010
following exceptions: related with comracts, will be trained Director

to prepare, check and comply with all
1.One (1) contract does not indicate the date of | requirements, as federal an state laws
signature. require.

200
| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 33709
Ponce, Puerto Rico GO733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and_Circelar OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal yvear 2007-2008

Principal Executive:

Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 211
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
2. Three (3) contracts without evidence of [ A certificadon  indicating  the
Department of Treasury Debt Certification. documents tv be  submitted in a
reasonable 20 or 30 workdays.
3. Fwo {2) contract without evidence of Certification
of Movable and Immeovable Property (CREM). 1t wiil be stated if the contractor do no
comply, the contract will be cancelicd
4. Fwo (2} contract without evidence of Municipat | without penalty for the Program or the
Tax License. Municipality.
5. Two (2} contract without evidence of Certification | The Pragram wiil take the necessary
of Income Tax Return of the last five years. actions required in the program’s
. . . .. .. | management in urder to comply with
6.Four {4} contracts without evidence of Family | (he Federal and State laws.
Child Support (ASUMIE) Certification.
7. Two {2) contracts without evidence of the Qath
Dectaration according to Law 428 of Aupgust 22,
2004,
201

[ CERTIFY THAT THE INFORMATION ABOVE 1S CORRECT

“Maria E. Meiénd 4 Altieri, Maybr

24/ 1 for

“Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
(Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

10}

Four {4} contracts without evidence of the Policy
of the State Insurance Funds.

Six (6} contracts withou! evidence of Certification of
Good Standing.

Six (6 contracts and twelve (12) purchase order
exgmined without evidence of verified in the
Excluded Parties List,

. Five (53 contracts and seven (73 purchase order

examined did not include evidence of Competitive
process.

. Four (4) contracts withowt clause of Child

Support.

. Five (5) contracts without clause of No

Discrimination.

1 CERTIFY THAT THE INFORMATION ABCVE IS CORRECT

Hgm. Maria E, Melén

7 Ameri,ybor

Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Augit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit}
Audit Period: July 1, 2007 -~ June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hon, Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: _(787) 284-4141, ext. 2115

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR

STATUS

RESPONSABILITY | TIMETABLE

14, Ten (1) comracts without clause of Debarment
and Suspension.

15, Two (2} contracts without clause of Provision for
Termination by grantees for default.

16. Four (4} contracts without clause of Granting
Access GAQ or other federal agency to books,
documents, paper and records.

17. Five {5) contracts without clause of retention of
all required records for three vears after grantees
or sub-graniees make final payments and all
other pending mitters are closed.

FCERTIFY THAT THE INFORMATION ABOVE IS CORRECT

bot VW s

arfa E. Meléndez

2y /yuf [0?

v Daie




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerto Rico 00733-17090

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Gavernmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2607-2008

Principal Executive: Heon. Maria Meléndez Altieri, Mayor

Contact Person: _Mrs. Ramona Pacheco Machade, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT

OR
STATUS

RESPONSABILITY | TIMETABLE

Recommendation

The Municipality should take the necessary actions
required in the program’s management in order to
comply with the Federal and State laws. The
Program should establish procurement policies and
procedures be developed and implemented to ensure
competitive process (bid, proposal or quotation) are
obtained in accordance with applicable Federal
regulations.

Finding Number 2008-10 (FA) - Reporting (L)
(MW}

During the evaluation of the Financial Status Report
{FSR-269) funding grant period ended December 31,
2007 and submitted in June 3, 2008, we noted the
following:

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

{ ;
yén. Marfa E. M?/ndcz Altieri,




COMMONWEALTH OF PUCERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 63733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports en Compliance and Internal Control in Accordance with Gevernmental Auditing Standards and Circular OMB A-133
(Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fisca)l vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Coniact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
1. The total accumulated federal shares reported in | From now on, accouniing employees Stitt in Mrsy, Marfa A, Ruoiz, During Fiscal
the report are incorrect. The Program does not | will prepare reports of  obligated Process Program Director Year 2009-2010

report federal expenditures correspond to training
cost {PA-203%  The wtal federal expenditures
reported were $11,715.986 and the correct amoant
was $11.774.009, there 15 a difference of $58,023,

expenditures, based i the balance of
nof paid open orders.

(]

.Difference between total federal shares of net
outlays $226.781.00 and the accounting records.

The director and its personnel will be
taking  appropriate  actions

The total federal shares of the period correspond to
unliguidated obligation at December 31, 2007
The program reported unbiquidated obligetion by
$226.781 and only have accounting evidence of
$96.363.32. The auditor can not evidence whether
the difference of $130.416.68 were obligations
made on or before December 31, 2007 and belong
to an expense of the budget year 2007,

reconcile, in g timely manner, the
federal funds reports with the
accounting records in order to produce
reliable financial data. There will be
assigned an internal contro!l manager
to follow up all transactions.

205
I CERTIFY THAT THE INFORMATION ABCVE IS CORRECT

D ULl £l Gt e

2¢/ vl fo 9
Hod Maria E. Meléngdéz Altieri, ‘M)§or

Date




COMMONWEALTH OF PUERTO RICO -

Apariado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 36, 2008 Fiscal vear 2007-2008

Principal Executive:

Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

}. The Program 18 not spending federal funds
according to the approved budget in the proposal,
According to the evaluation of the proposal 2008,

Start Program 1o establish the proper
agreements on what should be paid in
cash and or/in kind by each part. The
Program has determined to pay the

RESULT |
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation
Management should take appropriste actions to
reconciie in a omely manner, the federal funds
reports with the accounting records in order to
produce reliable finuncial data,
Finding Number 2008-11 (FA} - Accounting records
(L.} (MW}
Conditton
During our test over the accounting management | There has been conversations between Partialty Mrs. Maria A. Ruig, During Fiscal
system, we detected the following exceptions: the Municipal Fiscal Area and Head | Corrected Program Director Year 2005-2G10

1 CERTIFY THAT THE INFORMATION ABCOVE IS CORRECT

Qﬂ >€/W (WMW@%

H;u(Mana}: MeléndgZ Aliieri, May
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COMMONWEALTH OF PUERTO RICO -

Apartado 331709

Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Apditing Standards and Circular OMB A-133

(Singie Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pachece Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

T

RESPONSABILITY | TIMETABLE

had a2 swplus over the State insurance Fund by
$164,763.70. The Program <ould not demonstrale
evidence that the fuads awarded were spent. The
Program has no ¢vidence that the federal agency has
approved a change in budget. The Municipality has
to use the federal funds restricted to the applicable
Federal program.
Recommendation

Management should take necessary step on the
evaluation of the budget and actual expenditures. The
Musicipality must give financial training o the
accountanis in charge in the preparation of hudgetr and
financial report to ascertain that the accounting system
comply with siate and federal law. In addition, the
Mumnicipality should inplement internal procedures to

ensure the use of Federal funds is restricted to be
applicable Federal program.

federal funds restricted fto
applicable  Municipal  costs
payments.

the
or

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

}/Mana E. Mc]?fﬁﬁtieri, Mayu,

207
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 90733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Anditing Standards and Circular OMB A-133

{Single Audit}

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Exccutive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: _Mrs. Ramonsa Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

Services, Region I (Administration for Children and
Families) and noted that the Municipality have u
ican debt with the Federal Agency by the amount of
$706,837.35 (principal due $656.767 and interest due
$44.070.83) that has not been paid at the close of the
fiscal year audited (June 30, 2008). During the fiscal
year audited we noted that the Municipality did not
have this debt recorded in its accounting records and
according to the Director of the Program these tfunds
did not appear in their cash accounts,

the debt in its accounting records and
realize the corresponding payment to
the bFederal Government.

The Major of Ponce wrote a letter to
the Federal Program Executives to
gxtend a payment agreement pian. to
begin once the Maunicipality could
adjust its financial status from July
1%, 2009.

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Finding  Number 2008-12 (FA) - Accounting
Management Sysiem (L) (MW)
Condition
We evaluated all notification that receives the | The Municipality will take the Still in Mrs. Maria E. Melendez, During Fiscal
Program from the Department of Health & Human | necessaries measurements o record Process Mavor and Mrs. Ramona | Year 2009-2010

Pacheco, Finance and
Budget Director

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

PRI A .

Hof. Maria E. Melépliez Altien,

Glfei sy
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COMMONWEALTH OF PUERTOQ RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 30733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{(Single Audit)

Audit Period: July 1, 2007 — June 36, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone: _(787) 284-4141, ext, 2115

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation
We recommended that the Municipality returned the
debit loan w the proper Federal agency in the required
| time., -
Finding Number 2008-13 {FA) - Center Licenses,
Physical Environmental, Equipment, Material and
Facilities (N) (MW}
Condition
During our test over four centers, we noted the | The Program will make the proper Stiftin Mrs. Maria A Ruiz, During Fiscal
following exceptions: arrangements to comply and renew Process Head Start Director Year 20082080
the licenses on time.
ETwo () centers had expied the Firefighter
Certificate. There is evidence that copies of the

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

ﬁ&a Y el £ N2 6L Teds,

I-Ipﬂl. Maria Eyﬁéndez__Alt' ri, Mayor
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit}

Audit Period: July 1, 2007 — june 383, 2008 Kiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayer

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

[ CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dt VUned & dpptel o Bof e

Hoft. Maria E. Melégdez Altiert, Mayor

&_ﬁﬁé "l [09.

Date

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
2.Eariy Home Base Center — Class Room IIE: The | required licences have been sent to
interior door is not closed; lock faulty;, the | each center and there is evidence that are
electrical outlets accessible to children did not have | up to date.
resistant covers, Class Room IV: The interior .
paint is damaged; filtration roof; column of cement Comection: The Home Based Center
in the middle of the classroom is not protective | OPUoR was removed in 2008,
cushions. . . -
The protective cushion of the column
3.Corral Viejo ~ Disabled ramp is broken, | ' the Harly Head Seart cenfer was
Classroom door to access the vard is damaged. removed for clean-up.
The bathroom has water pipes exposed to children. . .
. e L T s The center has been in coniinuous
Dirty bathroom. The kitchen walls are dirty and " 1w the mosths of Feb
have fungus. The kichen has excrement of rat in remodcling during the months of February
‘ 4 through June, 2009,
cabinets and everywhere. The kitchen has no
heater or water distiller in use. The walls of the | Corral Viejo was poing to he closed
center are damaged inside and outside and have | because of insufficiem children, but the
fungus. The emergency lights do not work. Dirty | non-served children of Guaraguao was
areas and parts of the floor is cement. Refrigerator | recovered to comply the enrollment,
210




COMMONWEALTH OF PUERTO RICO -

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Augit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscai vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: _(787) 284-4141, ext. 2115

1CERTIFY THAT THE INFORMATION ABOVE IS5 CORRECT

Lo Wt

JVM@/

Mar;a E. Meléngéz Aiticri

24/ pef 09

ate

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
oxidized everywhere,  Painting interior and | For al! Head Start and Early Head
extertor deteriorated. Game yard dirty, exposed | Start centers: The Program submitted
pipes, roots and rocks dangerous. the ground is not [ a  proposal requesting funds  for
prepared for use by children. The electrical cutlets | program improvements that include
accesstbie 1o children did not have resistant covers. | safe facilities, outdoor playground
Light did not have resistant covers. Light pipe is | sarfaces, w0 replace  hazardous
oxidized. Some windows and grab without write | supplies and
protection.  Filtration roof. The center is not in | other miscellaneous renovations.
good condition., does not complied with the
objective of the Program. The centers have been in remodeling
of some areas during 2008,
4.Magueyes T and Il — The center does not have
ramps for disabled children in the yard. Not | The Program is taking the necessary
appropriate outdoor space. In the children | actions to correct these findings for
bathroom the toiled lid is rusted, the bathroom is | compliance with federal regulations.
dirty, without write windows and no  has
handicapped railings. The master room has broken
windows, damaged walls and # ceiling light does
2H]




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)
Audit Period: July 1, 2007 — June 36, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléadez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Direcior Phone:_ (787} 284-4141, ext, 21§35
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

nof work.  The food store has cockroaches
everywhere.  Emergency lights not working.,  Fhe
center “Mayaguer |17 did pot have smoke detector.
Chetdoor dirty. In the game yard the trees have comejen,
game do not have soft drop, vard dirty, the
playground equipment has excrement of pigeon,
roots and rocks dangerous, and cement feace is
broken. The electrical outlets accessibie to children did
not have resistant covers, In the center “Mayapgucz 17
the ceiling fan and the closet is dirty ard a ceiling lamp
is not workiag.

5.Corral Viejo - The bathrooms are not handicapped
railings. The center did not have disabled ramp at the
door accessing the playground. Emergency lights not
working.  Some doors did not indicate the exit sign,
Exterior puint deteriorated. The playground equipment
is in steel, are oxidized, not have soft drop and the
equipment have areas without protection.

212
1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dt Y & elo o etoens sl /ot

on. Maria E. M,e’léndez Altigfi, Mayor VDate




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Aundit)

Audit Period: July 1, 2607 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Mcléndez Altieri, Mayor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_ (787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

We recommended policies and  procedures  arc
developed and implemented to ensure the provision of
proper mamtenance, repair safety and sceurity of all
facilities and equipment.

FEDERAL PROGRAM - HIV EMERGENCY
RELIEF PROJECT GRANTS (CFDA NO.
93.914)

Finding Number 2008-14 (FA) - Cash Management
(C} (MW)

Condition:

During our cash management test we noted the
following exceptions:

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

ﬁu.)/,m; DA

n. Maria E. Meléngdéz Altieri, M yar
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartade 331709
Ponce, Puerto Rico G0733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
{Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2607-2008

Principal Executive: _Hom. Maria Meléndez Altieri, Mayor

Contact Person: _Mrs, Ramona Pacheco Machado.

Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

1. In our drawdown test over fifteen {15) request, we noted
that threc (3} checks were submitted to service providers
up to five days after the funds were available in the bank
account.

2. Buring our audit of programs’ bank reconciliation
we noted that the cash balance shown higher average
monthly cash halance by approximately $25,000.

Recommendation:

The Municipality should take the necessary actions on
disburse funds within the fme constraints imposed hy the
federal requirement and avoid held excesstve cash balance
in bank account.

A letter was sent to the participant
agencies, in which the Ryan White
Program give them four (4) labor days
to pick up the check: and if not then
the program will mail the check on the
5™ day. Also a mailing log will be
established 10 maintain record of the
mailing ot the checks. (Item 1)

The Municipality will evaluate the
established internal control over the
dishursement of program’s funds, in
order to achieve comply the federal
requirements and avoid held excessive
cash balance in the bank account.
{ltem 2).

RESULT
OR RESPONSABILITY | TIMETABLE
STATUS
Partially Mrs. Miriam Blanco. During Fiscal
Corrected Administrative. Assistant | Year 2009-2010
Still in Mrs. Ramona Pacheco, Puring Fiscal
Process Finance and Budget Year 2009-2010
Director and Mr. Luis A.
Muorales. Ryan White
Program Director

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dot WS anes & Sptelondl it ns

Hon/Maria E. Melénd ,Altieri,\_,\_fla)br
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerte Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circuiar OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hen. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_{787} 284-4141, ext. 2115

included the “Imternal Control over Compliance in
Accordance with OMB Circular A-1337report in
their respective findings.

2.0nc  service provider did not submit  the
professional  certification of personnel  who
provided direct services to patients.

was established by the Program to
ensure that are submitted with the
proposal before signing a contract.

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OoRr RESPONSABILITY | TIMETABLE
STATUS
Finding Number 2008-15 (FAj - FEligibility (E)
(MW)
Condition:
In our test of seven (7) eligibility agencies, we noted
the following exceptions:
t.For two service providers. the Municipality did not § A checklist of required reports, Partially M. Luis A. Morales, February 2010
request the complete Single Audit report which | ceriifications and other documents |  Corrected Program Administrator

and Mrs. Yessica
Ruodriguez,
Fiscal Monitor

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Oue Ypact €y 06 Jltkin

Hon/Maria E. My&e; AIiiMyor




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)
Audit Period: july 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hen, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext, 2115

CONDITION AND RECOMMENDATION CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

3. For one service provider, the Municipality did not
request the audit financiai statements and
compliance under OMB Circular A-133 audited
although this provider expend more than $500,000
in federal awards.

Recommendation:

We recomimend to the program administration to
request audited financial statements and OMB A-133

Singte Audit report to service provider sub-recipients
and request © include the professional certifications
in the Request of Funds Proposal.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Qo £\ pe b Bl

yﬁ. Maria E. Melgdde, Altieri Mayor
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COMMONWEALTH OF PUERTO RICO -

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Apartade 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hon. Maria Melénder Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

expenditures worksheer and accounting records. As
a result, the percentage reported may not be real.

Recommendation

We recommend that the administration of the
program exercise greater comtrol over the agencies
and service providers to ensure that all submitted the
TEqQuUITE Tepors.

has begun. assuring that differences
will be minimized or eliminated.

and Mr, Alexander
Alvarado, Program
Accountant

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTFION OR RESPONSABILITY | TIMETABLE

STATUS

Finding Number 2008-16 (FA) — Maiching, Level of

Effort, Earmarking {G) (MW)

Condition

Our test cost per patient served reflecting differences | The Care Ware Program has been Partially Mr. Luis A. Morales, December 2009

between expenditures reported in the WICY | implemented and fiscal monitoring | Corrected Program Administrator

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

L Vst &t LG M,

Hon Maria E. Melén/e/AIUen W
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Aunditing Standards and Circujar OMB A.133

(Single Audit)

Audit Period; July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pachece Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

period of 90 days after the end of the budget period.

Recommendation

The Municipality must prepare a detail specifying
all of its obligations which are outstanding at the end
of euch funding period in this way can be an efficient
control on the period of availabihity of funds.

settled within the period of 90 days
after the end of the budget period to
coincide with the annual Financial
Status Report (FSR).

and Mr. Alexander
Alvarado, Program’s
Accountant

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Finding Number 2008-17 {(FA) - Period of
Availability of Federal Funds (H; (MW)
Condition
The program does not prepare a detailed list of | The Program will prepare a detailed Partially M:r. Luis Morales, During Fiscal
outstanding obligations to be settled within the | list of outstanding obligations o be Corrected Program Administrator Year 2009-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

D b £ S g led] @it

Hon. ¥laria E. Mclém?/Alticri, M/ayér
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: _Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramena Pachece Machado, Finance and Budget Director

Phone:_{787) 284-4141, ext, 2115

regarding submission of quarterly expenditures

reports 30 days after end of award

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABRILITY | TIMETABLE
STATUS
Finding Number 2008-18 (A} — Procurement and
Suspension and Debarment {T)
Condition
In seven (7) contracts tested, we found the following
exceptions:
1.8ix (6} contract examined did not include the Bird- | The Fiscal Monitor following the Partiaily Mr. Luis A, Morales, During Fiscal
Anti-Lobbying Certification. created assurance checklist will | Corrected Program Administrator, Year 2009-2010G
ensure that of Providers comply with Mrs. Yessica Rodriguez
the submission of the Bird-Anti
Lobbying Certification. (Ttem i)
2 No  ohserved evidence that the Program | A letter was sent to the participant Partiaity Mr. Luis A. Morales, During Fiscal
management request ic Provider | agencies  reguesting them  the | Corrected Program Administrator Year 2(09-2010
Agencies compliance with  contract  clause | submission of quarterly snd closing

FCERTIFY THAT THE INFORMATION ABOVE IS CORRECT

e M g €5 106h S G e

Hon, Mylria E. Meléndez A!tie/ri,/Mayor \—/
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COMMONWEALTH OF PUERTO RICO -

Apariade 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Cireglar OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_{787) 284-4141, ext. 2115

clapsed time required for submission. The report was
submitted on June 24, 2008, bwenty six {26) days after
the due date.

situation.

RESULT ) _!
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE ]
STATUS ]
reports and close out report 30 days after end of | period.  The Fiscal Monifor wiil
award period. follow vp such process (em 2)
Recommendation
The Municipality must estabiish an internal control
to ensure that the agencies service providers comply
with all contract provisions required by Federal and
State regulations.
Finding Nurgher 2008-19 {FA) — Reponting (L}
Conditions
The Women, Infants, Children. and Youth (WYCY) | The Program administration ook Partially Mr. Luis A. Morales, BPuring Fiscal
Report was submitted to the grantor agency after the | cormrective actions to prevent the Corrected Program Administrator Year 20609-2010

and Mr. Alexander
Alvarado
Program’s Accountant

FCERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Do Wl gt & Wb i e

Hon. Marfa E. Meléndez Ailtieri, May
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Pucrio Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Infernal Control in Accordance with Governmental Auditing Standards and Circufar OMB A-133
(Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Mcléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext, 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

Recommendations

The Municipality should ascertain that comply with
the terms and conditions established i the Notice of
Grant Award,

Fincding Number 2((18-20 (FA} - Suh-Recipicnt Monioring
M) (MW)

Condition:

The Program did not perform fiscal monitoring to the | The Fiscal Monitor started the fiscal
servive provider financial and accounting record. momtoring of the agencies, which wili
be an pngoing process.

Partially Mr. Luis A. Morales, Darring Fiscal
Corrected Program Administrator Year 2009-2010
And Mrs. Yessica

Rodriguez,
The Municipatity should establish adequate procedures o Fiscal Monitor
perform fiscal and programmalic suh-recipient monitorics,
including the adeguate vaining of personnel assigned to

monitoring functions, 1

Recommendalion;

221
I CERTEFY THAT THE INFORMATION ABOVE IS CORRECT

._JL- E/W €N s v feey 2t Joo.

Hon. Mgria E. Meléndez Altief, Mayor

MDate




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico (007331709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Aceordance with Governmentat Auditing Standards and Circular OMB A-133
{Single Audit}
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Directer Phone:_{787) 284-4141, ext, 2118
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATIIS
FEPBERAL PROGRAM - COMMUMITY

DEVELOPMENT BLOCK GRANT
ENTITLEMENT (CFDA Ne. 14.218)

Finding Number 2008-21 (FA} - Cash Management
() (MW}

Condition

In cur drawdown test over eighteen (18} cash funds
requested, we noted the following exceptions:

t.Two (2} checks prepared without evidence of { The Program Director will require o Partiatly Mrs. Odewe Pola, During Fiscal
pickup or mail date by the supplier which avoid { the person in charge to maintain the | Corrected Program Director Year 20§)9-2010
corroborate time elapsing payment procedures; | register of checks send or picked up
according of these we couidn’t evaluate the cash | for suppliers that assure him to
manggement compliance requirement. include the date of pick up or send in
the register. (Item 1)

222
P CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dot. Wi /m%@% adtlor

Hon. Marfa E. Meléndez Altigfi, Mayor

Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Pence, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Anditing Standards and Circular OMB A-133

{Single Audit}

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person; Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: _{787) 284-4141, ext, 2115

3. During our audit of programs” hank reconciliations, we
noted that the cash balance shown higher average
monthly cash balance hy approximatety $22.900.00 in
the following month:

- Seprember 2007

- February 28

— March 2008

— April 2008

-~ Muay 2008
Recomsnendation

The Municipatity should improve the internal control to
comply with the time requirements of federal regulation to
the time clapsed hetween the receipts of funds, the request
of {funds requitement process, the final dishursement for
expenditures and cash balance.

cstablish by the Finance and Budget
Director in coordination with the
Program Director to assure that all
check be submitted to the suppliers
within the five {(5) days since the
funds are deposited in the back
account and to achieve minimize the
averape monthly cash balance. (ltems
2 and 3)

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
2.One (1) check was submitted to the supphier more than | Appropriate internal controls Still in Mr, Ramona Pacheco, During Fiscal
five (51 days of the next workday after the funds were | oo oiiements will be evaluste and Process Finance and Budget Year 20002010
depasited in the bank account.

Drrector and Mrs, Oded
Pola, Program Director.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Lo ek &N 0L L0 e

Horn. Maria E. Meléndez Atieri, Mayov
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-170%

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Aecordance with Governmental Auditing Standards and Circular OME A-133
Single Audit
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Heon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone: (787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

Finding Number Z2008-22 (FA) - Equipment and Real
Property Management {F)

Condition

We performed audit procedures to eight (8} | A new sheet to register alf of the Partially Mr. Jorge H. Coldn Implemented on
equipment disbursement, and examined the property | equipment has been designed in order Corrected Marlinez, Officer in July 2009
subsidiary ledger and the internal control of property, | t¢ comply with ali of the federal charge of the Property

ptant and equipment and noted the following: regulation requirements related to Register,

property management.

i.In the entire sample we observed that the
subsidiary ledger (inventory} does not indicate the
custody of the equipment and the condition of the
property.

224
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

/><. '2%»%;/ ¢ Lf.ﬁw W«o@w 2%yt Jo3.

Hon. Mar/l E. Meléndez Altiest, Mayor Y Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
(Single Aundit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2068

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs, Ramona Pacheco Machade, Finance and Budget Director Phone:_{787) 284-4141, ext. 2115
RESULT
CONDBITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS ]

Recommendation

The  recordkeeping  procedures  should  be
strengthened i order to assure compliance with
applicable federal regulations regarding equipment.

Finding Number 2008-23 (FA} - Procurement and
Suspension and Debarment (I3 (MW)

Condition

In seven (7) contracts procurement process we tested
the compliance and internal control and found the
following exceptions:

225
1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A"’( 2/”@0 £ EJMW 2]pt 109,

aria E. Meléndez Alferi, Mayor Y Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puento Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Infernal Control in Accordance with Governmental Anditing Standards and Circular OMB A-133

(Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscai year 2007-2008

Principal Executive: Hon. Marfa Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director Phone: (787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
£.One (1) contract without evidence of Certificate of | Adequate  coordination  will  be Stilt in Mrs. Odette Pola, During Fiscal
Incorporation. established between the Finance and Process Program Director, Mrs, Year 2009-2010
Budget Director. the Program Director Ramona Pacheco,
2.Two (2) contracts without evidence of Corporate | and the Legal services Office in order Fiinance and Budget
Resolution. to assure that situations mentioned in Director and Carmen J.
this finding are corrected. Tormes, Director of the

3.0me (1} contract without evidence of the Policy of the Lepat Services Office.

Stale Insurance Funds.

4. One (1) comnact without evidence of Cenification of
Good Stunding.

5.0me (1) contracl without evidence of verified in the
Fxoluded Parties LisL

6. 0ne (1) contract withouwt clause of termination for
cause and for convenience by the grantee or
subgrantee including the manner by which it will be
effected and the basis for settlement.

226
T CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Lo lfpurt £

aria E. Meléndez Aljeri, \‘Ia}or

Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-17069

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
(Singie Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs, Ramona Pacheco Machade, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSARBILITY | TIMETABLE
STATUS

7.One (1} contract without clause of compliance with
Section 1133 and 107 of the Contract Work Hours and
Safety Standard Agt (40 US.C. 3273300 as
supplemented by Department of Labor regulations.

8.0ne (1} contract without clause uf Notice of awarding
agency requirements and regulations pertaining to
reporting.

4. 0me (1) contract withont clause of Retention of ali
required records for three years after grantees or
subgraniees make Ffinal payments and all other
pending matters are closed.

Recommendation

The Municipality should take the necessary actions 1o
feguire to the Municipality’s legal Division the
implementation of the provision established in the

227
i CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

D Whouik EL1 L H0hn 20 Jo5.

Hon. b%ia E. Meléndez Miieri, Mlaioj VDate
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Audifing Standards and Circolar OMB A-133

{Single Audit)

Audit Pertod: July 1, 2007 — June 38, 2008 Fiscal vear 2007-2008

Principal Executive:

Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machade, Finance and Budget Director

Phone:_(787) 284-4141, ext, 2115

CONDITION AND RECOMMENDATION

RESULT
OR
STATUS

CORRECTIVE ACTION

RESPONSABILITY

TIMETABLE

federal regulation.  In addition, the Program shoukl
strengthen its internal controls to comply with the
checklist that inctudes all required documents shouald be
, included in every procurement file.

Finding  Namber 2008-24 (FA) -
moznitering {M) (MW)

Sub  recipient

Condition

We evaluated nine (8) moenitoring issued during the
fiscal year 200°7-2008 and noted the following:

LLIn one (1) monitoring, we noted that the cash
dishursement test was not performed, therefore the
auditor does not evaiyated whether the cost of the
disbursement were allowed.

The Program is in prwess of reviewing
the monitoring test worksheet to prevent
the recurrence of the item ().

Still in
Process

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

FL/MW%

“Hon, Mafia E. Meiendu’ ieri, Mayf/

Mrs. Qdette Pola,
Program Director, and
the Program Monitor

During Fiscal
Year 2009-2010

3¢/l 0%,

v Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rice 060733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Infernal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Single Audit

Audtt Period: Julv 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: _Hon, Maria Meléndez Aitieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

2.In one (1) menitoring, we noted that the
Municipality did not request the audit of financial
statement and compliance under OMRB Circuiar A-
133,

Recommendation

The Municipality should strengthen its monitoring
procedures and internal control to take immediate
action over the use of federat funds as required by
federal regulations.

A control sheet will be implemented
o follow up the institution financial
statements.

[ CERTHFY THAT THE INFORMATION ABOVE IS CORRECT

W 270

Ho atia E. Meléndez Kltieri, Mavor,




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rice (0733-1710

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Civeular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 20072608

Principal Executive: _Hon. Maria Meléndez Altieri. Mayor

Contact Person: Mrs. Ramona Pacheco Machade, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

2.0ne (1) purchase requisition was prepared after the
purchase order.

Instrections has been given 1© the Budget
Offictils to assure that all purchase order
be issued after the purchase requisition.

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

FEDERAL PROGRAM - HOME INVESTMENT

PARTNERSHIP PROGRAM (CFDA #14.239)

Finding Number 2008-25 (FAY - Allowable

Costs/Cost Principles (B} (MW)

Condition

We examined forty (4} disbursements and noted the

following:

F.One (1) purchase order did not have evidence of { The  intemal  control  has  been Partially Mrs. Ramona Pacheco, During Fiscal
the signing of the budget director or aothorized | strengthened fo avoid repeat this situation. Corrected Finance and Budget Year 2009-2010
TEpPIesenistion. Director and Mrs.

Carmen M. Veldzquez,

Accounting Supervisor

FCERTIFY THAT THE INFORMATION ABOVE IS5 CORRECT




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Pucrto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Single Audit

Audit Period: July 1, 2007 - June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavyor

Coniact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext, 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

3. Two (2) payments for construction contracts were
paid before the period of services provided. The
Municipality pay the coaractor before the
completion of the work:

~  Check #3547 - $4,980.23
- Check #356 - $6,367.66

Recommendation

The Municipality should evaluate its internal
controls and supporting documentation required for
the dishbursements and should ascertain that they
comply with the applicable laws and regulations,

The Program Director will be
aggressive in the supervision of the
Fiscal Unit to assure that onfy accept
for payment, invoices or certifications
charging work already performed.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

L bt 222215,

Hon, I}fj’a E. Meléndez ﬁ/[lﬂl’i, Mayor

;LV/M/DQ

ate
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COMMONWEALTH OF PUERTO RICO

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

- MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Contrel in Accordance with Gevernmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 20067-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: _Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

corroborate lime elapsing payment procedures;
according of these we couldn’t evaluate the cash
management compliance reguirement.

2. Three (3} checks does not appear in the register
comrol check that is where the Program
specifics the date on which they are sent by mail,
the date and sigmatiwre of the person who

collected it in person.

in the Program, about the necessity of
verify the checks numerical sequence
and when he noted a skip in the
sequence, investigate the cause and
aAnolate in the register the check
general information, inctuding the
cause of such skip. (Iterns 1 and 2}

Mrs. Ramona Pacheco,
Finance and Budget
Birector.

RESULT

CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY TIMETABLE
STATUS

Finding Number 2(K)8-26 (FA) - Cash Management

(Cy (MW)

In our drawdown test over forty (40) disbursements,

we noted the following exceptions:

£. Seven (7) checks prepared without evidence of | Instruction will be given to the person Partially Mrs. Odcette Pola, During Fiscal

pickup or maii date by the supplier which avoid | of maintain the check register controt Corrected Program Director and Year 2000-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

5‘;‘;1 i/w £ W%/M/c&u

rizd E. Meléndez Altieri, Ma or
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 007331709

CORRECTIVE ACTION PLAN

Audit Report; Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meiéndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT |
OR
STATUS

Phone:_(787) 284-4141, ext. 2115

RESPONSABILITY

TIMETABLE

3 During  our audit of  programs’  bank
reconciliations, we noted that the cash balance
shown higher average monthly cash balance over
39500, as follows:

~ August 2007 - $35,148

- September 2007- $53 037
— January 2008 - $13,251

— May 2008- $11,082

4. Two (2} checks were suhmited o the supplier or
participant more than f{ifteen (15) days of the next
workday after the funds were deposit in the bank
account.

The Finance and Budget Director will
evaluate the established internal control
over the dishursement of program’s
funds. in order to achieve comply, the
federal requirements and avoid held
excesstve  cash  bhalance in the bank
account. This evatuation will include
verify if the cash balance in the bank
contain moecy reguest iz excess of the
neeessities and still available for pay
out. (Item 3)

A letter witl be send to the suppliers, in
which the Program give them four (4)
labor days to pick up the check: and if
not then the program will mail the check
on the 5 day. Also & mailing log will be
established 1o maintain record of the
mailing of the checks. tnthe case of

Partially
Corrected

Partially
Corrected

Mrs. Odette Pola,
Program Phrector and
Mrs. Ramona Pacheco,
Finance and Budget
Director and Mr. Qsvaldo
R. Mzldonadao.
Accountant IV Fiscal
Unit Supervisor

Mrs. Odette Pola,
Program Director

During Fiscal
Year 2009-2010

During Fiscal
Year 2008-2010

FCERTIFY THAT THE INFORMATION ABOVE 1S CORRECT

Dk f ais

£ ot B i

Hon Maria E, Meléndez Altieri, Ma
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartade 331709
Ponce, Puerto Rico 00733-1706

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: _Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramena Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

1

RESPONSABILITY | TIMETABLE I

Recommendation

The Municipality must mainiain an  effective
nternal control over who is the Program Officiaé to
be responsible for delivering the check in person or
by mail and keep track on them. In addition, the
Municipaiity should improve the internal control o
comply with the time requirements of HUD federal
regulation to the time elapsed between the receipts of
fund. the request of funds requirement process and
the final dishursement for expenditures.

payments to participants, the program
will not request funds until the bank
notify the toan closing date, (liem 43

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

On Vaand £ 50 LN o

Hon. Maria E. Melénd/e%Altieri, Mayor

234
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico (00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compiiance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 36, 2008 Fiscal year 2007-2008

Principal Executive: _Hon, Maria Meléndez Ajtieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado

Finance and Budget Director

Phone:_ (787} 284-4141, ext. 2115

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

e Spuik £y 6 f o,

e

Hon.Mfi E. Meiéndez 1?&1 Mayor/

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Finding Nuraber 2008-27 (FA) - Davis Bacon Act (E)
(MW}
Condition
We evaluated the only contract of construction
{LUCHA CONTRA EL SIDA, INC.} that was in force
during the fiscal year 2007-2008, and noted the
following:
L.Contract without coniract provisioa for Payment of :xdfﬂ__l?a{e E??S?Eeﬁms wil b; taken Still in Mrs. Odette Pola, During fiscal
Prevailing Wages. O assure thal a ure construction Process Program Director Year 2009-2010
contract inctude the Provision for Payment
of Prevailing Wages. (ltem 1)
2.0ne (1) payroll ceniification without evidence that | . Engineering  Department  will Partially Supervisor of the During Fiscal
was monitored and evaluated by the payment | strengthen (he imternal comral over |  Corrected Program Engineering Year 2009-2014)
offictat examiner. monitoring  of payroll  certification Department
received by contractors, (Item 2)
235

29/ wf/o3,
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
(Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Heon, Maria Meléndez Allieri. Mayor

Contact Person: Mrs. Ramona Pacheco Machade, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115

RESULY

CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

3 AlE certification were evaluated on February &, | The situations meniioned in the items Partially Mrs. Odetie Pola, During Fiscal

2008 by the Official Program as all the certificates | (3), (4) and (5} arise because the Corrected Program Director and Year 20002010

were delivered by the conmiractor on February 6, | Engineering DPepariment had  not Mrs. Ramoaita Pacheco,

2008. The contractor compleied the construction | knowledge about the project. The Finance and Budget

and then request for all payments, The project was | responsible  persoanet  will  be
never inspected by inspectors of the Program. The | orientated about the importance of
payments were for $199.000 doliars. actify all projects 1o the Engineering
Department.

Director

4.The Municipality did not menitor in the project as
stated in the contract clause,
The Pre-Audit personnel of  the
5.All payrolt certification do not indicate the contract { Municipality will be oriented about
number o1 project number. the importance of does not authorize
for payment, construction project
certification or inveices which are not
sipned by the project inspector
The Municipality should strengthen its internal | certifying thal the work was realize in
contrel on the revision of payroil certification before | conformity to the specifications.

Recommendation

236
ICERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Do f Ly 2l o,

{ Maria E. MeléndegAltiert, OF
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Poncee, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internai Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July §, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_{787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

proceeding with the payment, and maintaining a
regutar monitoring of all its contracts to ensure they
comply with all provisions. In addition, there must
be an effective communication between management
program and the depustment of inspectors.

Finding Number 2008-28 (FA) - Eligibility (E)
(MW)

Condition

In our test over 1wenty-four (24) participants’ files,
we noted the following exceptions:

t.Four {4) files examined did not include evideace of
income (Certificate of employment or Copy of last
two pay stubs).

The Program Director notified 1o the
Program Ofticer in charge of evaluate
cases, that should maintain evidence
il the participant file refated to all

Partially
Corrected

Maria Del C. Rodriguez.

Program Case
Coordinator

During Fiscal
Year 2000-2010

[ CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

b“ asil £ ALY R

aria E. Meiéndez Altieri, Maxor
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 007733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compiiance snd Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Peniod: July 1, 2007 ~ June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon., Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

P T

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

2.our (4) files examined did not include evidence of
ASUME Certification.

3.Five (5) files examined did not include evidence of
Department of Labor Certification.

4.8even (7} files examined did not have evidence for
the verification of assets.

5. Three (3} files examined did rot include evidence
of Department of Treasury Debt Certification.

6.0ne (1) file examined did not include Certification
of CRIM.

7.In one (1) file examined, we noted that funds were
awarded 10 a participant whose acquisition costs
exceed the cost allowed. The Municipality may

documents  required  during  the
eligibility procedure. Ttems (1), (2),
(3). (4), (5) and (6)

The program will take the appropriate
corrective aclion to assure that funds
awarded to the participanis do not e

Still in
Process

Mzs. Qdette Pola,
Program Director

During Fiscal
Year 2009-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Les Wfounct 0. 1280 00

Hon, Maria E. Meiéndez

kien, Maybr
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Pongce, Puerte Rico (3073321709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meiéndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budgei Director

Phone: (787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

submit only subsidy for acquisition of housing not
to exceed $95.000 according to its internal controd
and Consolidated Action Plan and the city failed to
comply with the regulation because the original
cost of housing is $102,500. The funds given to
this participant were $6,000.

8.In one (1} file examined, we noied that the
Municipality was not eligible because it did not
comply with the income limit table,  The
partivipsnt  is  shown as extended family
(participant, sons, and nephews), however there is
no evidence on the file to the legal custody of the
nephews. The funds given to this participant were
$40,000).

exceed the cost atlowed. (Item 7).

The Program Director oriented to the
Admimistrative Officer in charge of
approving the eligibility of an
applicant about the importance of
make a very cautious evaluaton of
each applicatien. (ltem 8)

Partially
Corrected

Mrs, Maria del C.
Rodriguez Jiménez.
Admnistrative Officer

During Fiscal
Year 2009-2010

1 CERT{F([ THAT THE INFORMATION ABOVE IS CORRECT

Hon, Magih E. Meléndez Wayo

.-Let—,t/'

239

aylid Jos,
g



COMMONWEALTH OF PUERTOQ RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerte Rico (00733-1700

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Conirel in Accordance with Governmental Auditing Standards and Circular OMB A-133
{Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext, 2115
RESULT
CONDITION AND RECOMMENBDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation

The Municipality’s management should perform
and adequate review procedures over HOME
Acquisition or Rehabilitation participant file and
disbursement to verify if the eligibility internal
control established meets with federal program
l‘{-:qmremt:nls.

Finding Number 2008-29 (FA) - Equipment and
Real Property Management (1) (MW)

Condition

We performed audit procedures to six (6) equipment
disbursements, and examined the property subsidiary
and the internal control of property. plan and
equipment 2nd noted the following:

240
FCERTIFY THAT THE INFORMATION ABOVE 1S CORRECT
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COMMONWEALTH OF PUERTO RICO -

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principat Executive: Hon, Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext, 21153

2.The entire samples have the source of funds
incorrect in the property subsidiary ledger. The
propetty Subsidiary Ledger indicated that the
equipment was purchased with funds from the CDBG
Program bur the disbursement was funded by the HOME
Program and is being used to bencfit the HOME
Program.

3.In the eatire sample we observed that the subsidiary
property ledger does not indicate the condition of the
equipment and percentage of federal participation in the
cost,

4, We noted that the number of tag (hat is physically in the
equipment not correspond for the HOMYE Program,

comply the requirements of federal
regulations. (Ttems 1,(2 and 3).

Tags for the various federal programs
are to be designed showing the
program name. (Rem 4},

charge of the Property
Register,

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATLIS
1.0One (1) equipment does not have the serial number | A new sheet will be implemented for Partially Mr. Jorge H, Coldn During Fiscal
in the property subsidiary ledger. registering the equipments and Corrected Muartinez, Officer in Year 2009-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dot Sl ot o

on. Maria E. Meléndez yderl MaV/
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puento Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2(08

Principai Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: _(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

Recommendation

The Municipality must update the information
required in the subsidiary property ledger in order to
comply with federal regulation. The Program must
prepare or buy tag number for all federal program
required and ensure that the equipment is registered
with the right Program.

Finding Number 2008-30 (FA) - Procurement and
Suspension and Debarment (1) (MW)

Condition

In three (3) contracts procurement process and four
(4) purchases order, we tested the compliance and
internal control and found the following exceptions:

L.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Hon, Mafia E. Meléndez

29/3:0/29.

ate




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 90733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports en Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 - June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, exi. 2115

2.0ne (1) contract without evidence of the Poticy of the
State Insurance Funds.

A Three (3) contracts without evidence of Certification
of Good Standing,

4.One (1) contract without evidence of Certification of
Law and Code Contractor and Anticorruption
Procedures,

5. Twao {2) contracts without evidence of Verification of
Employment and Human Resources Debt.

6.0ne (1) contract without evidence of Payment and
Performance Bond and Bid Bond,

assure that the documents or clauses
required by state  and  tfederal
regadations been included in contracts
provision and supporling documents,
{ltems 1 to 8)

Services Office

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
I.One ( 13 contract agreement did not include the | The Office of Legal Services will Partially Mrs, Carmen J. Tortres, buring Fiscal
effective signature date. establish adequate internal control to | Corrected Director of the Legal Year 2009-2010

TCERTIFY THAT THE INFORMATION ABOVE IS CORRECT

L 657 e e,

arfa E. Meiénd7(liieri, May7
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 - June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mys. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, exi. 2113

Recommendation

The Mungicipality should strengthen s  internal
conrols i the recruitment process and monitor the
officer in charge of preparing and reviewing contracts
1 ensure that compiiance with afl siate and federal laws.

purchase order supporiing documents
include those documents related with
the competitive Process
{Quotations, Bids or Proposals, which
apply} (tem 9)

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
7.0me (1) contract agreement without clause of Lead
Based Paint.
8.Une (1) contract agreement without clause of Patent
Right and Copy Right.
9. Four (4) purchases order supporting documents did The intermat  control  will  be Partially Mrs. Odetie Pola, During Fiscal
nut include evidence of Competitive Process. stengthened 10 assure  that the | Corrected Program Director Year 2009-2010

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

.2.9’/ ot
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COMMONWEALTH OF PUERTQ RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerlo Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period; July 1, 2007 — June 30, 2008 Kiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs, Ramana Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

obligations required by HUD according to the
commitment 2006 and noted the following: (2) the
commitment transactions recorded in TIIS report (C-
GAPR2T) at July 21, 2008 have difference between
the encumbrances reported in  the program's
accounting records.  The program’s accounting
records present more obligutions.

evidence when encumbrances,
commitments or activities funding in
1S are increased or decreased. In
addition, a monitoring process will be
established to compare  the
encumbrances shown in the MIP
System  (Accounting System) and
such information shown in the IDIS
Report.

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Finding Number 2008-31 (FA) - Accoumnting Records
(L) (MW)
Condition
We evaluate the list of contract that were issued for | Twe (2) reposts have been created in Partially Mrs. Odette Pola, December 2004
the fiscal year 2007-08 and belonged to the | the MIP System to be used as Corrected Program Director

[ CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

H?{ Maria E. Meiénd/e[quieri. M
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-17409

CORRECTIVE ACTION PLAN

Audit Report: Reports en Compliance and Internal Control in Accordance with Governmentai Auditing Standards and Circular OMB A-133

Single Audit

Audit Peried: July i, 2007 — June 30, 2008 Kiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

b RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation
The Municipality should improve the accounting
systern procedures for compliance with the standards
required by the {ederal regulations.
Finding Number 2008-32 (FA) - Sub-recipient
Monitoring (M)
Condition
We evaluated the only two (2) monitoring issued
during the fiscal year 2007-08, and noted the
following:
Lin one (1) monitoring, we noted that the audit | Monitoring procedures are being Partiaily Mrs. Odette Pola, BDuring Fiscal
documents are incomplete and did not indicate | revised by the program to prevent the corrected Program Director and Yeur 2009-2010

some findings presented by Monitoring Report.

recutrence of this finding.

Program Monitor

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

eSSt £ A 2%

H/Qrf Maria E. Meléndez Ktieri, Mafor

!
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internat Control in Accordance with Governmenta) Auditing Standards and Circular OMB A-133

(Single Audit}
Audit Period: July 1, 2007 —~ June 30, 2008 Kiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Ailtieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone: (787) 284-4141, ext, 211
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

Recommendation

The Municipality should strengthen its monitoring
procedures and internal control to take immediate
action over the use of federal funds as required by
federal repulations.

Finding Numbes 2008-33 (FA) - Seiting Up & Draw
Down (N)

Condition

We evaluated thirty (30) drawdown’s and noted the | The Execative Director of the Municipal Partially Mes. Odette Pola, December 2009
following exception: Housing Department neither approves | Corrected Program Director
nor authorizes the request for funds, The
In the drawdown request number 1454549, we noted | signature of said Officer signifies that
that the Qfficer who approved the drawdown is not | he/she has been informed of the creation
authorized by the administration of the Program. and approval of the request for funds via

247
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO - MUNICIPALFTY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmentat Auditing Standards and Circular OMB A-133

(Single Aundit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: _Hon. Maria Meiéndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Lot 02l & ferd;

Hoa. Maria E. Meléndez Altieri, Makor

2¢/ b Aﬁ.
Boate

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation IDIS. Only two (2) employees other
than the Director are authorized to
The Municipality should improve its internal | cTeate and approve request for funds.
control procedures over drawdown set-up procedures | This fuding is because of redaction
in order to comply with federal reguiations. error of the letter of mtemal control
redacted by the former Director. The
internal coutrof over the set up of draw
downs will be modified to comply with
the federal regulation,
248




COMMONWEALTH QF PUERTQ RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Singie Audit
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machade, Finance and Budget Director Phone: {787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
FEDERAIL. PROGRAM -~ SECTION 8
HOUSING CHOICE VOUCHER (CFDA No.
14.871)

Finding MNumber 2008-34 (FA) - Disbursement
Voucher Process (B), (1), (MW)

Condition

We  evaluated twenty-three (23) administrative | The Finance and Budget Director will Partially Mrs. Ramona Pacheco, During Fiscal
disbursements and noted the following: take adequate corrective action to |  Corrected Finance and Budget Year 2009-2010
strengthen the internal controls in the Director and Mrs.
1.One (1) voucher of payment did not have evidence | pre-intervention and confract areas. Carmen M. Veldzquez,
of the signing of the account payable official. Among this measurements are 1o Accounting Supervisor

revise the cwrrenl pre-intervention
2.Two (2) purchases order supporting documents did | process and to update the checklist
not include evidence of Competition process, used in the process.

249
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartade 331709
Ponce, Puerte Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reporgs on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: Jaly 1, 2007 — June 34, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pachece Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

f -
/>DL_ :
Hon. 1\7/1’3 E. Meléndez

Alpleri, Mayor_

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
3.Three (3) contract agreements did not include the | Training will be offer to the personnel
effective signature date. assigned to both areas.
Recommendation
Fhe Municipality should evaluate s internal
controls over disbursement and procurement and
ascertain that comply with the applicable laws and
regalations.
250
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
Single Audit

Audit Period: July 1, 2007 —

Principal Executive:

June 30, 2008 Fiscal vear 2007-2008

Hon, Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

iJ

Voucher, we noted that the cash balance shown
higher average monthly balance over $2.950,000,
This situation presents potential for excessive
federal cash on hand.

-During the evalyation of the bank statement with
reconciliations, we noted that several checks
outstanding for more than six meonths and more
than & year without charge, In several months we
see that the canceled checks that are forfeited by
their life belong to the same person or entity. The

Finance Department will analyze the
causes of those shuations and will
ake adequate corrective action to
minimize the average monthly cash
balance and avoid outstanding checks
for more of six months. The Program
Director will establish an internaj
conirol over the outstanding checks
over three {3) months, which permit a
timely detection of errors or possible
irregularities.

Director and Mrs. Oded
Pola, Program Director

RESULT

CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

Finding Number 2008-35 (FA)- Cash Management

(C) (MW)

Condition

1.During our audit of programs’ bank reconciliation | The Program  Director  with  the Stiil in Mrs. Ramona Pacheco, During Fiscal

account number 0101 1030000030 of Section 8 | collaboration of the Municipal Process Finance and Budget Year 2009-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

B 2ol

VM defetr

/ﬁm Maria E. wdc? Alw
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Singie Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavor

Contact Person: _Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

Program does not have a monitor over vuistanding
checks for more than six months.

Recommendation

The Municipality should take the effective and
necessary action 1o analyze the real causes of this
sitwation and fo improve compliance with federal
requircment for cash management regarding payment
to tenant and landlord and cash balance.

The Accounting Department of the
Program is being restructured to
improve the procedures related to the
bank reconciliations.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Mt gl 50l Ll Ghns

Hod. Maria E. Melénd Anieri,r:qj%r

av/ 1o /o9,

Date

252




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apareado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circnlar OMBE A-133

{Single Audit)

Audit Period: july 1, 2007 — June 30, 2008 Fiscal yvear 2007-2008

Principal Executive:

Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Direcgor

Phone:_(787) 284-4141, ext. 2115

income.

3. Two {2) files examined did not include evidence of
Family Department Certification (PAN).

aggressive in supervise the use of the
checklist entitied “Listado de Colcio
del Reexamen Annual™ that is going
1 be used by housing investigator o

Supervisor

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Finding Number 2008-36 (FA) - Participant
Eligibihity (E) (MW)
Condition
We have perfermed an eligibility test for forty (40) { The Quality Control  Unit  was Partially Mrs. Odette Pola, During Fiscal
participants”  files and noted the following | restructured to improve  the | Corrected Program Director Year 2009-2010
exceptions: established procedures to evaluale file
content and report accuracy.
1.8ix (6} files examined did not comply with the
liming requirement L0 initiate the reexamination | Technical training will be provided to | In-Progress Jayson Vega, Program During the Fiscal
verification process. the personnel assigned. Supervisor Year 2000-2010
2. Four (4} tiles examined did not include evidence of | The Program  Director  will be | In-Progress Jayson Vega, Program During the Fiscal

Year 2009-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Do Mfand ENSolbl ) Gl

Hon/Maria E. Melénded Altieri, Mayor
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COMMONWEALTH OF PUERTO RICO -

Apartadoe 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007

= June 30, 2008 Fiscal yvear 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

|_

of Authorization for Release of

Information/Privacy Act Notice.

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
4. TFwo (2) files examined did not include evidence | ensure the annual reexamunation are
of Family Child Support (ASUME} | performed according o regulations
Certification. section 8.
5. Owme (1) file examined has the adjusted income of | The indernal control evaluation over | In-Progress Jayson Vega, Program During the Fiscal
the family calculated incorrectly. contract wilt be strengthened o assure Supervisor Year 2009-2010
that contracts include all benefits to be
6. One (1) file examined did not include evidence | granted to the participants.
of US Citizenship Declaration Form.
Occupancy Training May 27-29, 2009
7. Three (3) files examined did nol have evidence Done Jayson Vega, Program
of Social Security Verification. Supervisor
8. Eight (8} files examined did not have evidence

[ CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

éxifwfif/puéé&w

Hog. Maria E. Meléndez Altieri, Mayo

29/l /o7,
UDa.te




COMMONWEALTH OF PUERTO RICO -

Apartado 331709
Ponce, Puesto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circalar OMB A-133

(Single Audit)

Audit Period: July 1, 2007 - June 30, 2008 Fiseal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machade, Finanece and Budget Director

Phone:_£787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

Y. Inone (1) file examined the certification of child
care cost that were considered in the Form 50058
are calculated incorrectly.

10. One {1) file examined did not include evidence
of the cost of child care expense.

11, Twenty (20} files examined did not include
evidence of Vaiue of Assets verification,

12, Six {6) files examined did noi include evidence
of Good Behavior Certification for all family
members of 18 years old and up.

13. Six (6) files examined did not include evidence
of Drug Free Certification.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Hon/.lélar:a E. Mt.lendcz leri, Mayor
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29/ nt/05

¢ Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-17049

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internat Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)
Audit Period: Juiy 1, 2007 ~ June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramoena Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETARLE
STATUS

14. Three (3} files examined did not include HAP
Contract or Amendment that applied to the fiscal
year audited.

15. One (1) file examined did not include evidence
of the Lease of Voucher Tenancy.

16. Ten (10) files examined did not include
evidence of utilities invoice and the tenants
have utilities aliowance.

17. Three (3) files examined have the wiilities
allowance calculated incorrectly in the contract
amendment.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Do lfoui &) Sk %
Heh. Maria E. Meléndes AllicriWr

256
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerte Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Pericd: July E, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hon, Maris Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machadoe, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

18. 1In twelve (12) files examined, we noted that the
contracts were signed long after the etfective
date that indicates the annual reexamination
(Form 5005%) and the effective date of the
contract; therefore payments were processed
without the contract being completed.

19, Four (4) contracts or amendmems did not
indicate the utilities allowance however the
Program is given subsidy to the tenant.

20. In one (1) file examined the contract does not
indicate the negative rent applied according to
the Family Report 50058.

21 Two (2) files examined did not include evidence
of Marriage or Divorce Certification.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dec- Yot o bt el A s,

HorV(/[anaE Meléndez Zltieri, M yor

M/(g‘«! /59




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Repor: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)
Audit Period: July §, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

22, Three (30} files examined did not include
evidence of Sworn Statement that identified the
Soctal Status, Income, and Property.

23, Three (3} files examined did not Include
evidence of family members’ Birth Cenification.

24, Two (2) files examined did not include evidence
of Certificate of Study Children.

25. 8ix (6) files examined did not include evidence
of Department of Labour Certification for alt
members of 18 years old and up.

26, Eight (8) files examined did not include
evidence of Department of Treasury Debt
Certificarion .

|

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Do ot £ 010600 G0

"Hon. Man?/ﬁ Meléndez Altiery, Mayor

29( pib o3

Date
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COMMONWEALTH OF PUERTO RICO -

Apartado 331709
Ponce, Puerto Rico 00733-170%

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Sinple Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive:

Hon. Maria Meléndez Altieri, Mayor

Contact Person:; Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, exi. 2115

CONBITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

30,

27, Six (6) files examined did not include evidence

of Certification of Movable and Immovable
Property (CRIM).

. Eight (8} files examined did not include

evidence of Centification of Income Tax Return
for the fast five years.

Six (6) files examined did not include evidence
of Credit Information Authorization,

Twar (2) files examined did not include evidence
of Family Photo.

[ CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Hon. N}fﬁa E. Meléndez Aftieri. Mayor

2/ yeb/o3.

ate




COMMONWEALTH OF PUERTO RICO -

Apartado 331709

Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

MUNICIPALITY OF PONCE

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Singie Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machade, Finance and Budget Director

Phone:_{787) 284-4141, ext. 2115

accounting records, we noted the following:

LIn the period covered from July 1, 2007 to September
30, 2007 the following items reported certain
differences:

adequate procedures for the timely
conciliation of federal fund report
with accounting records.

Fiscal Unit Supervisor,

an Accountant I'v and

Mrs. Ana R. Hernddez,
Accountant 111

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation
The Municipality should cstablish swengthen
internal supervisory quality conwols to monitor
performance. ensure complisnce with  these
procedures, and train staff on documentation and
verificalion process.
Finding Number 2008-37 {FA) - Financial Reporting
(L) (MW}
In our test over “Voucher for Payment of Annual | The Program will implement a new Still in Mr, Osvaldo R. During Fiscal
Contribution and Operation Staiement Report” versus the | accounting program, which contains Process Maldenado, Program Year 2009-2010

ICERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Lokt D funs 3008 il e

Hon. MﬁnaE Melery}\ltlerl My«‘
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Apartado 331709

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 - June 30, 2008 Fiscai year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavyor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787} 284-4141, ext. 2113

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

a. The HAP Voucher Unit

b. The “Portabitity-In” HAP Voucher Unit, for the
month of July 2007

¢. The “Portability In™ HAP Voucher Expense

d. The Administrative Expenses

2.0 the period covered from QOctober t, 2007 to
December 31, 2007 the following items reported
certain differences:

a. The “Portability Out™ HAP Voucher Unit, for
the month of December 2007

b. The HAP Voucher Unit

¢. The “Portabiiity Ou™ HAP Voucher Expense,
for the month of December 2007

d.The “Fraud Recovery Amount Booked”, for the
month of November 2007

I CERTIFY THAT THE INFORMATION ABOVE 1S CORRECT

Hoy!/ Maria E. Mclé?tfez Altier\iyyor

261
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerte Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reporis on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audii)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal yvear 2007-2008

Princtpal Executive: Hen. Maria Meléndez Altieri, Mavor

Contact Person: _Mrs, Ramona Pachece Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
RESULY
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

e. The “Portability In” HAP Voucher Expense, for
the month of December 2007

3.in the period covered from April 1, 2008 0 June
30, 2008 the following items reported ceriain
differences:

a. The HAP Voucher Unit

b. The HAP Voucher Expense

¢. The HAP Voucher Expense after the first day of
the month, for the menth of May 2008

d. The "Portability-I” HAP Voucher Unit, for the
month of May 2008

¢. The “Portability-1n" HAP Voucher Expense

f. The Administrative Expense , for the months of
April 2008 and May 2008

262
[ CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Qi’fw & VMWM oz.y%;ﬂ/a‘i.

Hoh. Maria E. Melépficz Altieri,




COMMONWEALTH OF PUERTOQO RICO -

Audit Report: Re
(Single Audit)

Apartado 331709
Ponce, Puerto Rico 00733-1

709

CORRECTIVE ACTION PLAN

Audif Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Direclor

MUNICIPALITY OF PONCE

rts on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Phone: _(787) 284-4141, ext. 2115

and we noted the following situations:

I.Three (3} files examined have incorrect the item 5i

“Pate of Last Annual HQS Inspection” in HUD s
Form 50058,

revising a monthly repert that extract
information from the information

system and maiching
documentation in files

with

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE

STATUS

Recommendation

The Municipality should take appropriate actions 10

recongile in a timely manner the federal finds reports

with the accounting records in order to procedure

reliable financial data.

Finding Number 2008-38 {FA} - Special Reporiing

{L and EY (MW)

We have performed compliance test to forty (40) | The Program Supervisor will monitor Stiil in Jayson Vega, Program During Fiscal

participants’ files, family report (HUD Form 50058) | the family report Form HUD-50058 Process Supervisor Year 2008-2010

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

S Vel ¢ds 6. i

Hon/Maria E. MeléndegZ Altieri, May
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerio Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machadao, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

2.0ne (1} file examined have incorrect the item Sh
“Date of Unit Last Passed HQS Inspection™ in
HUD's Form 50058%.

3.0 six (6) files examined, we noted that the annual
income reported in HUD's Form 50058 was
calcutated incorrectly.

Recommendation
The Municipality should strengthen review

procedures of the information recorded in HUD's
Form-50058, Family Report.

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Dos

2y) 6}4’/»7.

Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audif}
Audit Period: July 1, 2087 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Marta Meléndez Altieri, Mayor

Contact Person: _Mrs, Ramona Pacheco Machado, Finance and Budget Director Phone: (787) 284-4141, ext. 2115
RESULT
CONMTION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE

STATUS

Finding. Number  2008-39 (FA)Y - Performance

Reporting (L)

Condition

. . The Program Director has restructured T . -
According to our audit test, we found that the . . Still in Odetic Pola, Program During Fiscal
following indicators are reported incorrectly in the the Quality Control Unit (QCU) and Process Director and the Qualisy | Year 2009-2010

SEMAP Report (Certification HUD-52648): designated another personal, which

will review all the files of participanis. Control Unit Personnel

~ Indicator (2b) Reasonable Rent
— Indicator (5} HQS Quality Control Inspection
~ Indicator (63 HQS Enforcement

Recommendation

The Municipality must revise their internal
assessment criteria in their test that affect the

265
[ CERTIFY THAT THE INFORMATION ABOVE 1S CORRECT

2:2«4:%4 [ & g / é&% 29/t foo.

Hon/K/laria E. Meléndez VDate




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709

Ponce, Puerte Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive:

Hon. Maria Meléndez Altieri, Mavyor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext, 2115

Reasonableness Certification.

all the new inspections that comply with
the curreat rents for comparable
unassisted unit, has the documentation
that evidence of the Rent
Reasonableness Certification. (Items 1
and 2)

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
reasonable rent, HQS quality control inspection and
HQS enforcement for achieving reliable results.
Finding Number 2008-40 (FA} - Reasonable Rent
(N (MW)
We have performed compliance test to forty (40) | The Program Director has restruciured
participants” files and we noted the following | the Quality Centrol Unit {QCU) and
sitdations: designated another personal, which will
review all the files of participants.
1.In one (|} filc examined, the rental contract that The Inspectors Supervisor will monitor Partially Mrs. Odette Pola, During Fiscal
applies to the new admission is over the Rent P > SUPEIVIS Corrected Proprama Director and Year 2009-2010

the Quality Control Unit
Personnel

ICERTIFY THAT THE INFORMATION ABOVE IS CORRECT

H?/Marm E. Melénde ‘Altieri, M\zy’

4_9’/}-%7

Date




COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerio Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007.2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Contact Person; Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPFONSABILITY | TIMETABLE
STATUS
2. Three (33 files examined did amt include evidence Partially Jayson Vega, Program July 2009
of the Rent Reascnableness Certification. Corrected Supervisor
3.According fo the Fair Market Value for the fiscal | The Program Supervisor reviews the Partially Jayson Vega, Program July 2009
year 2007-08, we noted in twenty one (10) files | Administrative Plan and currected the Corrected Supervisor
examined that the payment standard wias not | Payment Standard within 110%. (Item
calculated accordance to the percentage established | 3)
in the Administrative Plan approved by HUD.
The Program Supervisor has create a
Recommendation form will evaluate and monitor any

increase of rent according with the
The Municipality eswblishes review procedures to | process established.

ascertain that the FMR applicable and the payment
standard percentage applicable in the reexamination
are computed correctly in accordance with federal
regulation.

267
I CERTIFY THAT THE INFORMATION ABOVE 1S CORRECT

A,ALZ/@W 4 )«V/Mﬁwﬂg M :M»ﬂ 29,

Hoh. Maria E. ! ‘\/lel/ﬁe? Altu.n, M or Date
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rico (0733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Aundit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mayor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone:_{787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

Finding Number 2008-41 (FA)Y - Utilities Allowance
{NY (MW)

We have performed utilities allowance test o forty
{(40) participants® files and we noted the following
situations:

1.Five (3) files examined have the utilities atlowance
calculated incorrectly i the Family Report (HUD
Form - 50058). The Municipality paid $364 in
excess during the fiscal year audited.

2.0me (1) file examined has the utilities allowance
calevlated  incorrectly in the HAP coniract or
amengdment,

The Program Direcior has restructured
the Quality Control Unit (QCU) and
designated another personal, which
will review all the files of participants.

The  Supervisor of  Housing
Investigators will evaluate all cases
per technical utilizing a form entitled
“Supervisor Internal Control
Evaluation™, which monitor
performance, ensure compliance with
the regulations and reinforce
procedures, verify file content and the
reports accuracy.

Partiaily
corrected

Partially
corrected

Mrs. Odette Pola,
Program Director and the
Quality Controd Unit
Personnel

Mrs, Odeue Pola,
Program Director

During Fiscal
Year 2009-2010

Driring Fiscal
Year 2009-2010

1 CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

2068
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN
Audit Report: Reports on Compliance and Internal Controf in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)
Audit Period: July 1, 2007 ~ June 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altfieri, Mayor

Contact Persor: _Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS
Recommendation

The Municipality sheuld establish review procedures
10 ascertain that tenant’s utilities allowance are 9.5

Findinp Number 2008-42 (FA) - Housing Quality
Standards Inspections (N} (MW)

Condition

We performed test the Housing Quality Standard | The Program Director has restructured
Inspection in forty seven (47) participants’ files and | the Quality Control Unit {QCU) and

we noted the following: designated another personal, which
will review all the files of participants.
LTwelve (12) files examined did not include Partially Mrs, Odette Pola, During Fiscal
evidence of the inspection reports applicable for | New personnel will be hired for corrected Program Director Year 2009-2010

the fiscal year 2007-2008. The Municipality did | Housing Inspectors
not comply with the federal regulation that says

269
I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICQO - MUNICTPALITY OF PONCE

Apartado 331709
Pance, Puerto Rico §0733-1709

CORRECTIVE ACTION PLAN

Audit Repori: Reports on Compliance and internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)

Audit Period: July 1, 2007 — June 30, 2008 Fiscal vear 2007-2008

Principal Executive: _Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director

Phone: (787) 284-4141, ext. 2113

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

that at ieast one inspection should be done every
twel ve months.

2.In two (2} files examined, the inspection report
have wrong the pass date.

3.n wwo (2} files examined, the inspection report
does not indicate the inspector conducting the
inspection.

4. In vpe (1} file examined, the inspection report
does not indicate the date of the last inspection.

Recommendation

The Municipality should strengthen procedures to
ascertain that all enant’s rented wnits are inspected

for HQS at least one annually.

The Inspectors Supervisor will keep
control of all failed inspections
utibizing the form  entitled “HQS
Enforcement Log”, to follow up and
comply with timing of comection
according with regulations.

HQS TInspection  Training
conducted on Aprit 7-9, 2008,

Wwas

Aciquired mobile inspections tablets
and software to facilizate the process
of inspections and conducted on time
as required.

Still in
Process

Partially
Corrected

Partialy
Corrected

Mzs. Odette Pola,
Program Director

Jayson Vega, Program
Supervisor

Jayson Vepa, Program
SUDErvisor

Puring the Fiscal
Year 2009-2010

During Fiscal
Year 2009-2010

During Fiscal
Year 2009-2010

I'CERTIFY THAT THE INFORMATION ABOVE 1S CORRECT

H?/Marfa E. MeléndezAltieri, nyr
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COMMONWEAILTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Puerto Rice 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-]133

Single Audit

Audit Period: July 1, 2007 — June 30, 2008 Fiseal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri; Mayvor

Contact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director

Phone;_(787) 284-4141, ext. 2115

the date on which the deliciencies were repaired.

The Inspectors Supervisor will keep

RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

Finding Number 2008-43 (FA) - HQS Enforcement

(N) (MW)

Candition

In  testing the Housing Quality Standards

Enforcement procedures for Failed HQS inspections

form HUD-52580; we found the following situations

in ¢hirty three (33) participants’ files examined:

L.'Fwelve (12) files examined, we noted that the | Quality Control Unit (QCU) and Partially Mrs. Odette Pola, During Fiscal
inspection report does not indicate the final pass date | designated another personal, which | corrected Program Director Year 20092010
by which each step of the deficiencies (the inspection | will review all the files of participants.
repart is designed to indicate the date).

New personnel will be hired for

2. Ten (10) files examined, Lhe inspection report does not Housing Inspectors Still in Mrs. Odene Pola, During Fiscal

have the initials of the Inspector Officer’s that certifies Process Program Director Year 2009-2010

T CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

B ool s Mj/é./éfffc@u

Horl. Marfa E. Meléndez Altieri, Mayor
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COMMONWEALTH OF PUERTO RIC(O - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internat Control in Accordance with Governmental Auditing Standards and Circular OMB A-133
(Single Audit}
Audit Peried: July 1, 2007 — Tune 30, 2008 Fiscal vear 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mayor

Coniact Person: Mrs, Ramona Pacheco Machado, Finance and Budget Director Phone:_ (787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY 1 TIMETABLE
STATUS

3.1In one (1) file examined the inspection unit was | control of all failed inspections
considered by the Inspector Officer without | utilizing the form entitled “HOQS
deficiencies  (pass), however the unit had | Enforcement Log™, 10 follow up and Partially Jayson Vega, Program During Tiscal
deficiencies that had to be repaired within the next | comply with timing of cormection | Corrected Supervisor Year 2009-2010
twenty-four (24) hours from the dawe of inspection | according with regulations.
report. The file has no evidence of a re-inspection,

HQS  Inspection  Training  was
4. In one (1) file examined the inspection report | conducted on April 7-9, 2008
indicates that the unit does not pass inspection. Partiatly Juyson Vega, Program During Fiscal
however does not specify which deficiencies were Cormrecied Supervisor Year 2009-2010

found.

5. Three {3} files examined, the Program does not
send to tenant or owner the notification indicating
the deficiencies found in the unit and the date of
the next re-inspection.
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apartado 331709
Ponce, Pucrto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Contrel in Accordance with Governmental Auditing Standards and Circalar OMB A-133

{Single Audit}

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon, Maria Meléndez Altieri, Mavyor

Contact Person: _Mrs, Ramena Pacheco Machado, Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY | TIMETABLE

6.Four ¢4) files examined had no evidence of the
notification which was sent to the owner/tenant
indicating the date when the last re-inspection.

7.Eighteen (18) files examined, the cotrection of
deficiencies detected in housing units exceeded the
maximum lime allowed (24 hours or 30 calendar
days) and the files do not have evidence was found
of that the PHA approved time extension wajver
and/or  cancellation of payment  contract.
Questioned Cost $5,283

8.8cven (7) files examined, the inspection report of
the unit indicated failed and the files do not have
evidence that the owner/tenanl were correcteg the
deficiencies detected. We could not find evidence
that the PHA 100k prompt and vigorous action 1o

enforce the owner’s obligation and/or cancellation

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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Hof. Maria E. Meléngéz Altieri, Mavor
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE

Apariado 331709

Ponce, Puerto Rice 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

Single Andit

Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Maver

Contact Person: Mrs. Ramona Pacheco Machade

Finance and Budget Director

Phone:_(787) 284-4141, ext. 2115

CONDITION AND RECOMMENDATION

CORRECTIVE ACTION

RESULT
OR
STATUS

RESPONSABILITY

TIMETABLE

of contract, within time frame required by federal
regulations.  The unit was never corrected.
Questioned Cost $16,698

Recommendation

The Municipality require the authority to inspect the
units that did pot meet minimum housing guality
stardard 1o verify that the owner and the tenant took
appropriate cofrective actions 10 make the unit
repairs, if appropriate actions were nen takea, the
Municipality should abate the rents or terminate the
housing  assistance payment  coatract. The
Musgsicipality nceds v implement internal controls
and perform guality controls which ensure that umits
are inspected in a timely manner and inspections are
accordance with its administrative plan and HUD
‘_Eguirement and should strengthen its monitoring

[ CERTIFY THAT THE INFORMATION ABOVE 1S CORRECT
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartade 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internaj Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

{Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Maria Meléndez Altieri, Mavor

Contact Person: Mrs., Ramona Pacheco Machado, Finance and Budget Director Phone: (787} 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

procedures and internal control to take immediate
action over the use of federal funds as required by
federal regulations.

Finding Number 2008-44 (FA) - Housing Assistance
Payment (N} (MW)

In a sample of forty (40) paymenes under rental
contract, we noted the following:

{.Thirteen (13} payments examined. the HAP | The Housing Investigators Supervisor Still in Mrs. Odette Pola, During Fiscal
contract did not agree with the amount recorded on | and the Accountamts Supervisor will Process Program Director and year 2009-2010
the HAP register and the amount on line 12 u of | verify all the payments once the Mr. Jayson Vega,
the Family Report (HUD-500358). During the audit | housing investigator finished with any Program Supervisor

we noted difference beiween the amount indicated ! transaction that involved payments ta
in the lease and the amount paid to the landiord. | eliminate any discrepancies and
The Municipality process duplicate rent payment | comply with the taws and federal
and processed retroactive payment for units that regulations,
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF PONCE
Apartado 331709
Ponce, Puerto Rico 00733-1709

CORRECTIVE ACTION PLAN

Audit Report: Reports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and Circular OMB A-133

(Single Audit)
Audit Period: July 1, 2007 — June 30, 2008 Fiscal year 2007-2008

Principal Executive: Hon. Marig Meléndez Altieri, Mayor

Contact Person: Mrs. Ramona Pacheco Machado, Finance and Budget Director Phone:_(787) 284-4141, ext. 2115
RESULT
CONDITION AND RECOMMENDATION CORRECTIVE ACTION OR RESPONSABILITY | TIMETABLE
STATUS

not passing inspection.  The Municipality process
payments that are not allowed by the amount of
$9.727.

2. Two (2) payments examined, we noted difference
between the negative rent indicated in the Family
Report (HUD-30038) and the negative rent paid to
the wnant in the payroll report examined. The
Maunicipality process payments that are not
allowed by the amount of $72.00.

Recommendation

The Municipality should improve its internal
control over the housing assistance payments in

order to comply with the laws and federal
regulalions.
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