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I MENDOZA & RAMOS 
Contadores Publicos Autorizados, C.S.P. 

P.O. Box 35 • Guayama. Puerto Rico 00785 

INDEPENDENT AUDITOR'S REPORT 

To THE HONORABLE MAYOR AND 
MEMBERS OF THE MUNICIPAL LEGISLATURE 

MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund infonnation of the Municipality of SABANA GRANDE, Puerto Rico 
(Municipality), as of and for the year ended June 30, 2005, which collectively comprise the 
Municipality's basic financial statements as listed in the table of contents. These financial statements are 
the responsibility of the Municipality's management. Our responsibility is to express an opinion on these 
basic financial statements based on our audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate remaining 
fund information of the Municipality, as of June 30, 2005, and the respective changes in financial 
position, where applicable, thereof for the fiscal year then ended in conformity with accounting principles 
generally accepted in the United States of America. 

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



INDEPENDENT AUDITOR'S REPORT 

As described in Notes 1 and 13, during the fiscal year 2004-2005, the Municipality has implemented a 
new financial reporting model, as required by GASB Statement No. 34, Basic Financial Statements-and 
Management's Discussion and Analysis-for State and Local Governments, GASB Statement No. 37, 
Basic Financial Statements-and Management's Discussion and Analysis-for State and Local 
Governments: Omnibus, GASB Statement No. 38, Certain Financial Statement Note Disclosures, and 
GASB Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Expenditures in 
Governmental Fund Financial Statemenls as of July I, 2002. 

Jn accordance with Government Auditing Standards, we have also issued a report dated January 20, 2005 
on our consideration of the Municipality's internal control structure over financial reporting and our tests 
of its compliance with certain provisions of laws, regulations, contracts, and grants. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and should be 
read in conjunction with this report in considering the results of our audit. 

The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional 
analysis as required by U.S. Office of Management and Budget CY.cular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations, and is not a required part of the basic financial statements. 
Such information has been subjected to the auditing procedures applied in the audit of the financial 
statements and, in our opinion, is fairly stated, in all material respects, in relation to the financial 
statements taken as a whole. 

Guayama, Puerto Rico 
December 15, 2005 

Stamp number 2050082 was 
affixed to the original of this 
report. 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

The management of Municipality of Sabana Grande, Puerto Rico (Municipality) offers this narrative 
overview and analysis of the financial activities of the Municipality for the fiscal year ended June 30, 
2005. The new reporting model required by Governmental Accounting Standards Board Statement No. 34 
was implemented during fiscal 2004. The financial statements associated with it are described in the 
following narrative as well as in the Notes to Financial Statements. 

The Management's Discussion and Analysis (MD&A) is designed to focus on the current year activities, 
resulting changes and currently known facts, and much of the information is comparable to prior year. We 
encourage readers to consider this information with the Municipality's basic financial statements that 
follow. 

FINANCIAL HIGHLIGHTS 

The following are key financial highlights for the fiscal year: 

• The net assets of the Municipality exceeded its liabilities at June 30, 2005 by $22.6 million 
and at June 30, 2004 by $20.9 million. 

• The Municipality's total net assets increased by $1.7 million during 2005 and $1.4 during 
2004. 

• As of June 30, 2005, the Municipality's governmental funds reported combined ending fund 
balances of $10.4 million, an increase of $1.3 million from the prior year. 

• At June 30, 2005, the Unrestricted (Deficit) Net Assets for the General Fund was $842 
thousand. The Municipality's total bonded debt increased during the fiscal year by new 
issuance of $1.5 million for operational purposes. 

• The Municipality's capital assets inventory increase as a result of this year's operations. 
Capital assets as of June 30, 2005 were $20.3 million. 

• The investment in capital assets for this year was $1.8 million. 
• Loans principal payments were $390 thousand and $345 thousand m 2005 and 2004, 

respective 1 y. 

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS 

This discussion and analysis are intended to serve as an introduction to the Municipality's financial 
statements. The Municipality's basic financial statements comprise three components: government-wide 
financial statements; fund financial statements; and notes to the financial statements. This report also 
contains other supplementary information in addition to the basic financial statements themselves. 

Government-wide Financial Statements 

The government-wide financial statements are designed to provide readers with a broad overview of the 
Municipality's finances, in a manner similar to a private-sector business. 

The Statement of Net Assets presents information on all of the Municipality's assets and liabilities, with 
the difference between the two reported as net assets. Over time, increases or decreases in net assets may 
serve as a useful indicator of whether the financial position of the Municipality is improving or 
deteriorating. 
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• MANAGEMENT'S DISCUS~10N AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

The Statement of Activities presents information showing how the Municipality's net assets changed 
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event 
giving rise to the change occurs, regardless of the timing of the related cash flows. Thus, revenues and 
expenses are reported in this statement for some items that will result in cash flows in future fiscal 
periods. 

Both of the government-wide financial statements of the Municipality are principally supported by taxes 
and intergovernmental revenues. The governmental activities of the Municipality include general 
government, public safety, public works, human services and welfare, culture and recreation, physical 
environment, education and urban development. Property taxes, municipal license tax, state and federal 
grants finance most of these activities. 

Fund Financial Statements 

A fund is a grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives. The Municipality, like other state and local governments, 
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. 

Governmental funds 

The Municipality' s basic services are reported in the government fund financial statements. The 
government funds are reported using an accounting method called modified accrual accounting, which 
measures cash and all other financial assets that can readily be converted into cash. Governmental funds 
are used to account for essentially the same functions reported as governmental activities in the 
government-wide financial statements. However, unlike the government-wide financial statements, 
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, 
as well as on balances of spendable resources available at the end of the fiscal year. Such information 
may be useful in evaluating a government' s near-term financing requirements. Because the focus of 
governmental funds is narrower than that of the government-wide financial statements, it is useful to 
compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements. By doing so, readers may better 
understand the long-term impact of the government's near-term financing decisions. 

The Municipality adopts an annual appropriated budget for its general fund. A budgetary comparison 
statement has been provided for the general fund to demonstrate compliance with this budget. 

Notes to the Basic Financial Statements 

The notes provide additional information that is essential to a full understanding of the data provided in 
the government-wide and fund financial statements. 

Other Information 

In addition to the basic financial statements and accompanying notes, this report also presents certain 
required supplementary information containing budget to actual comparisons for the general and major 
funds. 
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• MANAGEMENT'S DISCUS;)tON AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Governmental Net Assets 

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. 
In the case of the Municipality, assets exceeded liabilities by $22.6 million as of June 30, 2005 versus 
$20.9 million as of June 30, 2004. Our analysis below focuses on the net assets (Table I) and changes in 

Table I 
Statement of Net Assets 

As of June 30, 

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

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

Current liabilities ...................... . 
Deferred revenues ..................... . 
Long-term liabilities ................. . 

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

Net Assets: 

2005 

$ 18,842,696 
15.771,099 
34.613,795 

694,466 
1,221,986 

10,027,065 
11,943,512 

Investment in capital assets.... 10,949,098 
Restricted................................ 15,952,623 
Deficit..................................... ( 4,231,443) 

Total Net Assets ............. . ... $ 22.670283 

2004 

$ 17,241,769 
14.517, 125 
31.758,894 ( 

772,387 
1,304,333 
8,733,799 

10,810,519 

9,460,125 
13,399,949 

(1,911.699) 
$ 20.948 375 

capital assets themselves cannot be used to liquidate these liabilities. 

net assets of the 
Municipality's governmental 
activities. 

The largest portion of the 
Municipality's net assets 
reflects its investment in 
capital assets (e.g. land, 
buildings, machinery and 
equipment), less any related 
debt used to acquire those 
assets still outstanding. These 
capital assets are used to 
provide services to citizens; 
consequently these assets are 
not available for future 
spending. It should also be 
noted that the resources 
required to repay the related 
debt must be provided from 
other sources, since the 

An additional portion of the Municipality's net assets represents resources that are subject to external 
restrictions on how they may be used. The remaining balance of unrestricted net assets may be used to 
meet the Municipality's ongoing obligations to citizens and creditors. 

Total Net Assets of the Municipality's governmental activities were $22.6 million. The Unrestricted 
(Deficit) Net Asset, was approximately of $4.2 million at June 30, 2005. 

Governmental Activities 

Governmental activities increased the Municipality's net assets. Key elements of this increase are as 
follows: the Municipality's governmental activities had net expenses of $6.9 million. However, these 
services are intended to be primarily funded by taxes, as opposed to charges for services and grants, and 
those taxes and other general revenues did exceed net expenses by $1.7 million. The Municipality 
experienced a substantial increase in property taxes and construction taxes due to growth in new 
constructions and the assessed valuation of property within the Municipality. 

The cost of all governmental activities this year was $22.3 million. Table 2 presents the cost of each of 
the Municipality's largest programs. 

s 



MANAGEMENT'S DISCUS;,10N AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

Table 2 
Changes in Net Assets 

For Fiscal Years Ending June 30, 

Revenues: 
Program Revenues: 

Federal Grants and Contributions 
State Grants and Contributions ...... . 

General Revenues: 
Property Taxes ............................... . 
Volume of Business Taxes ............ . 
Construction Taxes ........................ . 
Intergovernmental .......................... . 
Other General Revenues ................ . 

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

Expenses: 
General Administration ................. . 
Public Safety .................................. . 
Public Works ................................. . 
Health and Sanitation ..................... . 
Culture and Recreation .................. . 
Solid Waste Disposal ..................... . 
Human Services and Welfare ........ . 
Urban Development ....................... . 
Education ........................ ............... . 
Interest Costs ................................. . 

Total expenses ............................ . 

Changes in net assets .. ....................... . 
Net assets - beginning, as Restated* .. 

Net assets - ending ............................ . 

Prior Period Adjustment for Capital Assets $14,339. 

2005 

$ 7,563,994 
7,866,094 

2,099,854 
1,020,000 

443,210 
4,300,003 

741 875 
24.035.030 

5,878,499 
461,090 

2,256, 175 
163,959 
452,960 
214,891 

5,630,907 
1,402,645 
5,584,768 

281.448 
22.327.342 

1,707,688 
20.962.595 

t22 670.278 

FINANCIAL ANALYSIS OF THE GOVERNMENT' S FUNDS 

2004 

$ 12,522, 126 
118,764 

2,033,769 
1,011,580 

305,316 
4,363,656 
1. 102.596 

21.457.807 

4 ,755,496 
423,729 

2,009,758 
86,566 

476,228 
203,312 

4,877,323 
917,771 

5,940,529 
346.934 

20.037.646 

1,420,161 
19.528.214 

$ 20.948 375 

As noted earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 

Governmental Funds 

The focus of the Municipality's governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources. Such information is useful in assessing the Municipality's 
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a 
government's net resources available for spending at the end of its fiscal year. At June 30, 2005, the 
Municipality' s governmental funds reported combined ending fund· balances of $10.4 million, an increase 
of$ l.4 million from the prior year. 

The Municipality has a Unrestricted (Deficit) Net Assets of $842 thousand in its Operating Fund. The 
remainder of the balance is reserved to indicate that it is not available for new spending because it has 
already been committed (I) to liquidate prior year obligations $111 thousand, (2) to pay debt service $323 
thousand or (3) for other restricted purposes $10.8 million . 
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MANAGEMENT'S DlSCUS;:,tON AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

BUDGETARY HIGHLIGHTS 

Budget and actual comparison schedules are provided in the Basic Financial Statements for the General 
Fund. The Budgetary Comparison Schedule of the General Fund shows the original adopted budgets, the 
final revised budget, actual results, and variance between the final budget and actual results for the 
general and major special revenue funds. 

After the original budget is approved, it may be revised for a variety of reasons such as unforeseen 
circumstances and other unanticipated revenues. Differences between the original 2005 budget and the 
final amended budget for the General Fund were relatively minor and can be summarized as follows: 

• Revenues primarily increased from collections of licenses and permits, which resulted in a 
$69 thousand. 

• The amount of $206 thousand was allocated from Prior Year Unreserved Fund Balance for 
operational purposes. 

• The original budget was amended to increase expenditures between expenditures accounts. 
I 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

The Municipality's investment in capital assets for its governmental type activities as of June 30, 2005 
amounted to $15.7 million (net of accumulated depreciation). This investment in capital assets includes 
land, buildings, improvements, machinery and equipment, parks, roads, highways, and bridges. The total 
increase in the Municipality's investment in capital assets for the current fiscal year was $1.8 million. 
Additions during the fiscal year was principally 
for building construction, purchase of new 
vehicles and machinery and equipment, necessary 
to provides services to our citizens. Table 3 
present the major classes of capital assets. 

Long-term Debt 

At June 30, 2005 the Municipality had total of 
$I 0.0 million in general obligations and others 
outstanding debts, as shown in Table 4. Of this 
amount, $7.8 million comprises debt backed by 
the full faith and credit of the government and 
$2.2 million is other obligations. 

Table 4 
Municipality of Sabana Grande's 

Long-Term Debts 
(In Million) 

General Obligations .......... ............. . 
Special Notes ................................. . 
Others ............................................ . 

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

$6.7 
I.I 

_u 

7 

Table 3 
Municipality ofSabana Grande's 

Capital Assets 
(Net of Depreciation, In Million) 

Land ............................................... . 
Construction in Progress ................ . 
Buildings ....................................... . 
Infrastructure ................................. . 
Motor Vehicles .............................. . 
Machinery and Equipment.. ........... . 

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

$1.4 
2.5 
7.9 
2.3 
1.2 

_____A 

The Municipality is required to limit the amount of 
general obligation debt to l 0% of the total 
assessment of property located within the 
Municipality in order for the bonds to be repaid 
with the proceeds of property taxes restricted for 
debt services. Other obligations include accrued 
vacation and sick leaves and advances of property 
taxes. More detailed information about the 
Municipality's long-term liabilities is presented in 
the notes to the financial statements. The 
Municipality continues to meet its financial needs 



MANAGEMENT'S DISCUS::,10N AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

through prudent use of its revenues and creative debt financing programs. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RA TES 

Local, national and international economic factors influence the Municipality's revenues. Positive 
economic growth is correlated with increased revenues from property taxes, volume of business taxes, 
charges for services, as well as state and federal grants. Economic growth in the local economy may be 
measured by a variety of indicators such as employment growth, unemployment, new construction, 
assessed valuation, and other revenues. 

All of these factors were considered in preparing the Municipality's budget for the 2006 fiscal year. Some 
cost reductions helped fund improvements of existing facilities, public safety and works, economic 
development initiatives and human service improvements. 

REQUESTS FOR INFORMATION 

This financial report is designed to provide a general overview of the' Municipality's finances for all those 
with an interest in the government's finances. Questions concerning any of the infonnation provided in 
this report or requests for additional infonnation contact the Municipality's Finance Department at (787) 
873-2060. 
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BASIC FINANCIAL STATEMENTS: 

Governmental-Wide Statement 

• Statement of Net Assets 
• Statement of Activities 

Governmental Funds Statements 

• Balance Sheet 
• Reconciliation of the Governmental Funds Balance Sheet 
• Statement of Revenues Expenditure and Change in Fund Balance 
• Reconciliation of the Statement of Revenues, Expenditure, and Changes in 

fund Balance 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

ST A TEMENT OF NET ASSETS 

JUNE 30, 2005 

ASSETS: 

Cash and Cash Equivalents 
Cash with Fiscal Agent 
Accounts Receivable (net): 
Property Taxes 
Federal Grants 

Other 

Capital Assets (Note 5): 
Land, Improvements, and Construction in Progress 

Other Capital Assets, (Net of Depreciation) 

Total Capital Assets 

TOT AL ASSETS 

LIABILITIES: 

Bank Overdraft 
Accounts Payable and Accrued Expense 

Accrued Interest 
Deferred Revenues 
Long-Tenn Liabilities (Note6): 
Due within One Year 

Due in More than One Year 

Total Liabilities 

NET ASSETS 

Invested in Capital Assets, Net of Related Debt 

Restricted for: 
Head Start Program 
Community Development Projects 
Special Revenue 
State Assignment Funds 
Debt Service 

Unrestricted (Deficit) 

TOTAL NET ASSETS 

See accompanying Notes to Basic Financial Statements. 10 

$ 

$ 

$ 

Governmental 

Activities 

9,564,917 
2,180,440 

1,031 
6,860,799 

235,509 

11,871,841 
3,899,258 

15,771,099 

34,613,795 

180,095 
442,537 

71,834 
1,221 ,986 

1,408,173 

8,618,892 

11,943,517 

10,949,098 

3,205,657 
2,423,586 
2,533,008 
7,466,863 

323,509 
( 4,231 ,438) 

22,670,283 



MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

Operating 
Charges Grants and 

Functions/Pro8!:arns Ex~ses For Services Contributions 

Governmental Activities: 

Mayor and Municipal Legislature 
General Administration 
Public Safety 
Public Works 
Culture and Recreation 
Health and Sanitation 
Solid Waste Disposal 
Human Services and Welfare 
Urban Development 
Capital Outlay 
Education 
Interest on Long-Term Debt 

Total Governmental Activities 

s 2,237,962 $ s 
3,640,537 

461,090 
2,256,175 

452,960 
163,959 
214,891 

5,630,907 659,780 
1,402,645 

5,584,768 
281,448 

s 22,327,342 $ 659,780 s 

General revenues: 
Taxes: 
Property tax, levied for General Purposes 
Property tax, levied for Debt Service 
Volume of Business Tax 
Construction Taxes 
Intergovernmental revenues 
Rent 
Miscellaneos 

403,796 
159,946 

I 2,649,708 
1,086,715 

949 
5,594,231 

9,895,345 

Total General Revenues and Special Hems 

Change in the Net Assets 

Net Assets - Beginning of Year 

Net Assets - Ending of Year 

See accompanying Notes to Basic Financial Statements. 
II 

Capital 
Grants and 

Contributions 

s 

1,744,963 
3,130,000 

$ 4,874,963 

Net (Expenses) 
Revenues and 

s 

s 

Changes in 
Net Assets 

(2,237,%2) 
(3,236,741) 

(301,144) 
(2,256, 175) 

(452,960) 
(163,959) 
(214,891) 

(2,321 ,419) 
1,429,033 
3,130,949 

9,463 
(281,448) 

(6,897,254) 

1,776,938 
322,916 

1,020,200 
443,210 

4,300,003 
181,108 
560,567 

8,604,942 

1,707,688 

20,962,595 

$ 22,670,283 



MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

BALANCE SHEET-GOVERNMENTAL FUNDS 

JUNE 30. 2005 

State Other 
General Head Start Assigment CDBG Govemmen1al Total 

Fund Fund Fund Fund Funds Funds 

ASSETS: 

Cash and cash equivalents (Note 2) s s 40,159 s 7,613,461 s 11,686 s 1,899,611 s 9,564,917 

Cash with Fiscal Agent 619, 110 1,561,330 2, 180,440 

Accounts receivable: 
PropenyTax 1,031 1,031 

Federal Granl 3,484,712 2,809,208 566,879 6,860,799 

Due from Other Funds 1,107,976 577,077 1,685,053 

State Governmental 67.205 168.304 235,509 

TOTAL ASSETS s 1,794,291 s 3,524,871 s 7,613,461 s 2,820,894 s 4,774,232 s 20,527,749 

LIABILITIES AND FUND BALANCE: 

Liabilities: 

Bank Overdranfi 180,095 180,095 

Accounts Payable and Accrued Expense Liabilities 201,093 24,348 49,996 234,939 510,376 

Due to Governmental Units 3,990 3,990 

Due to Other Funds 577,077 294,865 146,598 23,802 642,711 1,685,053 

Deferred Revenues: 
Volume of Business Tax 876,505 876,505 

Property Taxes 67,205 67.205 

Federal Grants 3,164,645 2,736,407 841,557 6,742,609 

Total Liabililies 1,905,965 3,483,858 146,598 2.810,205 1,719,207 I0,065.833 

Fund Balances: 

Reserve For: 
Encumbrances lll .974 I I 1.974 

Debt Service 
Other Purposes 619,110 41.013 7,466,863 I0,689 3,055,025 11,192,700 

Unreserved (Deficit) {842.758) ~842,758) 

Total Fund Balances (lll.674) 41.013 7,466,863 10,689 3,055.025 10.461,916 

TOTAL LIABILITIES AND FUND BALANCES $ 1,794,291 ~ 3,524,821 i 7,613,421 i 2,820,894 i 4,774,232 i 20,527,749 

Sec accompanying Notes to Basic Financial Statements. 12 



MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

RECONCILIATION OF THE GOVERNMENT AL FUND BALANCE SHEET 
TO THE STATEMENT OF NET ASSETS 

JUNE 30, 2005 

Total Fund Balances- Governmental Funds 

Amounts reported for Governmental Activities in the Statement of Net Assets are different 
because: 

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

Non Depreciable Capital Assets 
Depreciable Capital Assets 
Infrastructure Assets 

Accumalated Depreciation 

Total Capital Assets 

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

Head Start 

CDBG 
Child Care 
Early Head Start 

Municipal Revenue Collection Center 

Total Deferred Revenues 

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

General Bonds and Notes Payable 
Compensated Absences 

Municipal Revenue Collection Center 

Total Long-Term Liabilities 

Total Net Assets of Governmental Activities 

See accompanying Notes to Basic Financial. 13 

$ 3,899,257 
13,948,822 
2,480,195 

( 4,557, 175) 

3,164,644 
2,736,405 

73,897 
422,182 

67,205 

(7,830,000) 
( 1,559,536) 

(637,529) 

$ 10,461,916 

15,771,099 

6,464,333 

(10,027,065) 

$ 22,670,283 



MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

ST A TEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - GOVERNMENT AL FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

State Other 
General Head Start Assigrnent CDBG Governmental Total 

Fund Fund Fund Fund Funds Funds 

REVENUES 

Property Tax $ 1,776,938 s $ $ $ 322,916 s 2,099,854 
Volume of Business Ta.x 1,020,200 1,020,200 
Federal Assistance 4,455,643 714,799 3,053,332 8,223,774 
Intergovernmental Revenues 4,300,003 4,456,646 2,469,430 11 ,226,079 
Licenses and Pennits 446,186 446,186 
Rent 181,108 181 ,108 

Miscellaneos 490,386 490,386 

TOTAL REVENUES 8,214,821 4,455,643 4,456,646 714,799 5,845,678 23,687,587 

EXPENDITURES 

Mayor and Municipal Legislature 2, 151,446 2,151,446 
General Administration 3,049,642 596,132 3,645,774 
Public Safety 315,165 121,802 436,967 
Public Works 2,129,063 2,129,063 
Culture and Recreation 438,976 438,976 
Health and Sanitation 371,039 371,039 
Human Services and Welfare 1,326,201 1,243,007 3,008,693 5,577,901 
Urban Development 390,640 781 ,705 861 ,447 2,033,792 
Education 4,441,586 1,143,182 5,584,768 
Capital Outlay 814,019 12, 194 826,213 
Debt Service: 
Principal 355,000 355,000 
Interest and Other Charges 281 ,448 281,448 

TOTAL EXPENDITURES 9,781,532 4,441 ,586 2,447,666 781,705 6,379,898 23,832,387 

Excess (deficiency) of revenue over expenditures (1,566,711) 14,057 2,008,980 (66,906) (534,220) (144,800) 

OTHER FINANCIAL SOURCES (USES): 
Bonds Issued 925,000 605,000 1,530,000 
Operating Transfer Out 183,435 183,435 

Operating Transfer In {1831435) ~ 183,435) 

Net Other Financing Sources (Uses) 741,565 788,435 1,530,000 

Net Change in the Fund Balance (825,146) 14,057 2,008,980 (66,906) 254,215 1,385,200 

FUND BALANCE - BEGINNING. AS REST A~ 713,472 26,956 5,457,883 77,595 2,800,810 9,076,716 

FUND BALANCES AT END OF YEAR Q $ ~; 111 .674) s 41,013 s 7,466,863 $ 10,689 s 3,055,025 s 10,461 ,916 

<J~o~ I 

See accompanying Notes to Basic Financial Statements. 14 



MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

RECONCILIATION OF THE ST A TEMENT OF REVENUE, EXPENDITURE, AND CHANGE 
IN FUND BALANCE OF GOVERNMENT AL FUNDS TO THE STATEMENT OF ACTIVITIES 

JUNE 30, 2005 

Net Change in Fund Balance - Tot.al Governmental Funds 

Amounts reported for Governmental Activities in the Statement of Activities are different 
because: 

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

Urban Development and Capital Outlay 
Depreciation Expense 

Excess of Capital Outlay over Depreciation Expense 

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

Revenues in the Statement of Revenues that correspond to Prior Year resources are record as 
Revenue in the Statement of Activities 

Bonds proceeds provide current financial resources to governmental funds, but issuing debt 
Increases Long-Term Liablities in the Statement of Net Assets. In the current period, proceeds 
Received was: 

Repayment of long-term principal is expenditure in the governmental funds, but the repayment 
reduces Long-Term Liabilities in the Statement of Net Assets. In the current year the repayments 
were: 

Some expenses reported in the Statements of Activities do not require the use of current financial 
reurces and therefore are not reported as expenditures in govermental funds. These activities 

consist of: 

Increase in Compensated Absences 
Decrease in Crim Debt 

Total Additional Expenditures 

Change in Net Assets of Governmental Activities 

Sec accompanying Notes to Basic Financial 15 

$ 1,863,595 
(595,284) 

(183,868) 
30,602 

s 1,385,000 

1,268,3 11 

4,691,883 

(4,344,240) 

( 1,530,000) 

390,000 

(153,266) 

s 1,707,688 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF SABANA GRANDE, PUERTO R.Jco 
NOTES TO THE BASIC FrNANCIAL STATEMENTS 

JUNE 30, 2005 

NOTE I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Municipality of Sabana Grande, Puerto Rico (Municipality) was founded in the year 1813, and 
operates as a governmental unit of the Commonwealth of Puerto Rico, under the Law Number 81 of 
August 30, 1991, known as "Autonomy Municipalities Law of the Commonwealth of Puerto Rico". The 
governmental system of the Municipality is composed of the executive and legislative bodies. The Mayor 
is the Chief Executive Officer and is elected every four years in the general elections of the 
Commonwealth of Puerto Rico. The legislative body consists of 14 Legislators also elected in the general 
elections of Puerto Rico for a four-year period. 

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

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

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

In June 1999, the GASB issued Statement Number 34, Basic Financial Statements-and Management's 
Discussion and Analysis-for State and Local Governments. This statement establishes new financial 
reporting requirements for state and local governments. The Municipality adopted the provisions of 
GASBS No. 34 as well as other statements referred to below as of July 1, 2004. They require new 
information and restructure much of the information that governments have presented in the past. 

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

As previously mentioned, other GASB Statements and Interpretations were required to be implemented in 
conjunction with GASBS No. 34. Therefore, the Municipality has implemented the following GASB 
Statements in the current fiscal year 2004-2005: GASSS No. 37, Basic Financial Statements-and 
Management 's Discussion and Analysis-for State and Local Governments: Omnibus, GASBS No. 38, 
Certain Financial Statement Note Disclosures, GASS No. 41, Budgetary Comparison Schedules -
Perspective Differences, and GASB Interpretation No. 6, Recognition and Measurement of Certain 
Liabilities and Expenditures in Governmental Fund Financial Statements. 

The accompanying basic financial statements present the financial position and the results of operations 
of the Municipality and its various funds and fund types. The basic financial statements are presented as 
of June 30, 2005, and for the fiscal year then ended. The more significant of these accounting policies are 
described below and, where appropriate, subsequent pronouncements will be referenced. 

17 



MUNICIPALITY OF SABANA GRANDE, PUERTO RJco 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE) 

A. Financial Reporting Entity 

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

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

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

These financial statements present the respective financial position of the governmental activities, each 
major fund, and the aggregate remaining fund information of the Municipality, as of June 30, 2005, and 
the respective changes in financial position, where applicable, thereof for the fiscal year then ended. 

B. Measurement Focus and Basis of Accounting 

Government-wide Financial Statements 

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

Governmental Fund Financial Statements 

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

The exception to this general rule is the principal and interest on general obligation long-term debt and 
compensated absences, if any, are recognized when due. 
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MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE) 

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

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

Expenditures are generally recorded when a liability is incurred, as under accrual accounting. 
Modifications to the accrual basis of accounting include the following: 

• Employee's vested annual vacation and sick leave is recorded as expenditure when utilized. 
The amount of accumulated annual vacation and sick leave unpaid at June 30, 2005, has been 
reported only in the government-wide financial statements. 

C. Financial Statement Presentation 

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

Government-wide Financial Statements 

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

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

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

• Invested in Capital Assets, Net of Related Debt - These consists of capital assets, net of 
accumulated depreciation and amortization and reduced by outstanding balances for bonds, notes, 
and other debt that are attributed to the acquisition, construction, or improvement of those assets. 
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• MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE> 

• Restricted Net Assets - These result when constraints placed on net assets use are either 
externally imposed by creditors, grantors, contributors, and the like, or imposed by law through 
constitutional provisions or enabling legislation. 

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

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

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

Governmental Fund Financial Statements 

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

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

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

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

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

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

• Restricted Net Assets - These result when constraints placed on net assets use are either 
externally imposed by creditors, grantors, contributors, and the like, or imposed by law through 
constitutional provisions or enabling legislation. 
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MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE) 

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

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

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

Governmental Fund Financial Statements 

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

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

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

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

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

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

General Fund -This is the general operating fund of the Municipality. It is used to account for all 
financial resources, except those required to be accounted for in another fund. 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE) 

Head Start Fund - This is the fund used to account for all transactions of the Head Start Program. 
The objectives to this program are to provide comprehensive health, educational, nutritional, 
social and other developmental services primarily to economically-disadvantaged pre-school 
children and infants and toddlers so that the children will attain school readiness. 

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

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

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

D. Budgetary Data 

The Municipality's annually adopts the Budget Resolution for all operating funds of the Municipality 
except for certain restricted accounts Special Revenue Funds. Budgetary control is legally maintained at 
the fund level. The budget is prepared using the modified accrual basis of accounting with encumbrance 
included as budgetary basis expenditures. The Municipality's Budget Resolution provides transfer 
authority (I) to the Mayor and the Management and Budget Director, within and between departments 
and funds, as long as the total budget of the Municipality (net of interfund transfers) is not increased; (2) 
to the Management and Budget Director to implement grant budgets as the grant applications are accepted 
by the Municipality; and (3) to the Management and Budget Director to amend (re-appropriate) each new 
year's budget, to the extent of outstanding encumbrances, and/or unexpended project/grant appropriations 
at year end. Municipality's. 

Legislature action is required for (I) use of the budgeted Legislature contingency, and (2) the approval of 
a supplemental appropriation(s). During the year, several supplemental appropriations were necessary. 

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

Amendments to the budget, including transfers, require the approval of the Municipal Legislature. 
Unencumbered appropriations lapse at the end of the next fiscal year. The Municipality follows these 
procedures, in accordance with law, in order to establish the budgetary data reflected in the basic financial 
statements: 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 
NOTES TO THE BASIC FrNANCIAL STATEMENTS 

NOTE I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE) 

1. Prior of May 31 of each fiscal year, the Mayor submits to the Municipal Legislature a proposed 
budget for the fiscal year commencing the following July I in addition of a budget message. 

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

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

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

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

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

7. Budgetary data for the Special Revenue Fund has not been presented in the accompanying basic 
financial statements as such funds are budgeted over the I ife of the respective grant or project and 
not on an annual basis. 

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

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

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

2. The non-exonerated portion of the property tax advances are presented as revenue in the 
budgetary basis and as other financing sources under GAAP (See Note 8). 

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

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

5. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in 
the budgetary data. 
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MUNICIPALITY OF SABAi\iA GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE) 

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

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

E. Cash, Cash Equivalent and Investment 

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

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

Cash balance recognized in the Debt Service Fund is restricted for the payment of the Municipality's 
obligations, and others are restricted for specific projects, such as the acquisition or construction of 
permanent improvements. This sinking fund is maintained by the Governmental Development Bank of 
Puerto Rico, agency which acts as the insurer and payer of the Municipality's bonds and notes issued in 
accordance with law. 

F. Receivable 

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

G. Inventories 

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

H. Capital Assets 

Property, plant and equipment purchased or acquired is carried at historical cost or estimated historical 
cost. Contributed assets are recorded at fair market value as of the date received. The Municipality's. 
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MUNICIPALITY OF SABAl'<.t\ GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE) 

capitalization levels are $500 on personal property. For improvements other than buildings, the capital 
outlay must be greater than $10,000, extend the estimated useful life for ten years, and be greater than 
I 0% of the original cost of the asset. Other costs incurred for repairs and maintenance is expensed as 
incurred. 

Depreciation on all assets is provided on the straight-line basis over the following estimated useful lives: 

CAPITAL ASSETS 
Buildings 
Improvement Other Than Buildings 
Equipments 
Furniture 
Vehicles 
Machinery 
Infrastructure 

I. Compensated Absences 

YEARS 
50 
50 
10 
10 
5 

5-10 
10-50 

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

The Municipality accrued a liability for compensated absences, which meet the following criteria: 

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

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

3. Payment of the compensation is probable. 

4. The amount can be reasonably estimated. 

In accordance with the above criteria and requirements as established by GASBS No. 16; the 
Municipality has accrued a liability for compensated absences, which has been earned but not taken by 
Municipality's employees. For the government-wide statements, the current portion is the amount 
estimated to be used in the following year. For the governmental funds statements, all of the compensated 
absences are considered long-term and therefore, are not a fund liability and represents a reconciling item 
between the fund level and government-wide presentations (see Note 6 on page 30). 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE) 

The following is a summary of changes in the balance of Compensated Absences for the fiscal year ended 
June 30, 2005. 

BALANCE RETIREMENTS BALANCE 
JULY I, NEW AND CURRENT JUNE 30, CURRENT LoNG-TERM 

2005 ISSUES MATURATES 2005 PORTION PORTION 

$) 375.668 $ 183.86.lt $ $1 559,5.lQ $1 003.173 $ 556363 

J. Insurance 

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

K. lnterfund Transactions 

lnterfund transactions are reflected as loans, reimbursements or transfers. Loans are reported as 
receivables and payables as appropriate and are subject to elimination upon consolidation. 

Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund and reduces 
its related cost as a reimbursement. All other interfund transactions are treated as transfers. Transfers 
between governmental or proprietary funds are netted as part of the reconciliation to the government-wide 
columnar presentation. 

The Municipality has the following types of transactions among funds: 

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

L. Reservations of Fund Balance - Governmental Funds 

The governmental fund financial statements present fund balance reserves for those portions of fund 
balance ( I) not available for appropriation for expenditures or (2) legally segregated for a specific future 
use. The reserves for related assets such as inventories and prepayments are examples of the former. 
Reserves for debt service and other specific purposes are examples of the latter. 
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NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE> 

M. Claims and Judgments 

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

N. Use of Estimates 

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

NOTE 2 CASH, CASH EQUIVALENTS AND INVESTMENTS 

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

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

During the year, the Municipality invested its funds in short-term certificates of deposit. As June 30, 2005 
the market value of investments recorded in Special Revenue Fund ($3,878,222) approximated its 
carrying value as follow: 

CERTIFICATE 
OF DEPOSIT 
ISSUED BY 

Western Bank .................................... . 
Popular Bank of Puerto Rico ............. . 
Popular Bank of Puerto Rico ............. . 

Total ............................................ . 

CERTIFICATE OF 
PAYMENT 
NUMBER 

2900710033 
1110000009 
1110000009 

27 

PRINCIPAL 
AMOUNT 

$ 375,000 
592,539 

2.910.683 

$3.878.222 

EXPIRATION 
RATE DATE 

1.40% 07/18/05 
1.40% 07/28/05 
1.55% 07/03/05 



MUNICIPALITY OF SABAN/-\ GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 3 INTERFUND TRANSFER AND BALANCES (CONTINUE) 

A. lnterfund Transfers 

Transfers are indicative of funding for capital projects or debt service, and subsidies of various 
operations. 

INTERFUND TRANSFERS WITHIN THE GOVERNMENT AL FUNDS 

SOURCES TRANSFER TO AMOUNT PURPOSE 

General Fund Debt Services Fund $ 183,435 Debt payment 

B. lnterfund Receivable and Payable Balances 

Interfund receivables and payables at June 30, 2005 are summarized as follows: 
I 

INTERFUND INTER FUND 
RECEIVABLE PAYABLE AMOUNT 

General Fund Head Start $ 294,865 
General Fund State Assignment 146,598 
General Fund CDBG 23,802 
General Fund Other Funds 642,711 
Other Funds General Fund 577.077 

TOTAL $1.685.053 

NOTE 4 DUE TO OTHER GOVERNMENTAL UNITS 

As of June 30, 2005, balance due to other governmental units of the General Fund for services rendered to 
the Municipality, consists of the $3,990 due to General Services Administration. 
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MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL ST A TEMENTS 

NOTES CAPITAL ASSETS 

Capital Assets activit ies for the fiscal year ended June 30, 2005 was as follows: 

BALANCE 
JULY I, 

DESCRIPTION 2004 ADDITIONS RETIREMENTS 

Non-Depreciable Capital Assets: 
Land ....... ....................................... ............... $ 1,340,991 $ 54,800 $ 
Construction in Progress .............................. 1.763. 133 742.333 (2.000) 

Total Non-Depreciable Capital Assets ......... 3.104.124 797.133 (2,000) 

Depreciable Capital Assets: 
Buildings .................... .................................. 9, 119,253 108,700 
Infrastructure ................................................ 2,480,195 I 
Machinery and Equipment ........................... 1,513,820 146,272 (21,048) 
Motor Vehicles ............................................. 2.270.335 811.490 

Total Depreciable Capital Assets .. ............... 15.383.603 1.066,462 (2 1.048) 

Less Accumulated Depreciation: 
Buildings ...................................................... (I, 185,226) (165,383) 
Infrastructure ................................................ (166,766) (37,202) 
Machinery and Equipment ........................... (l,019,842) ( 154,073) 8,7 10 
Motor Vehicles ............................................. ( 1.598.768) (238.625) 

Total Accumulated Depreciation .................. (3.970.602) (595,283) 8 7 10 

Total Depreciable Capital Assets (Net) ........ 11.413.001 471 179 (1 2.338) 

CAPITAL ASSETS, NET ......................... ~l~,51 z. ,,5 ~ l ,268,Jl2 ~ £14,338) 

Depreciation expenses were charged to governmental functions/programs as fo llows: 

AMOUNT 

Mayor and Municipal Legislature ..................................... .. $ 86,5 16 
General Government .......................................................... . 17 1,545 
Public Safety ...................................................................... . 24,123 
Public Works ..................................................................... . 127, 11 2 
Culture and Recreation ...................................................... . 13,983 
Health and Sanitation ......................................................... . 7,81 1 
Human Services and Welfare ............................................. . 53,006 
Urban Development ........................................................... . 111.187 

Total Depreciation Expenses ...................................... . ~ 525 283 

29 

BALANCE 
JUNE30, 

2005 

$ 1,395,79 1 
2.503.466 

3.899.257 

9,227,953 
2,480, 195 
1,639,044 
3.081.825 

16.429.017 

(1,350,609) 
(203,968) 

(1 ,165,205) 
(1,837.393) 

(4,557.175) 

11 .87 1.842 

SIS ZZl.022 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 6 GENERAL LONG-TERM DEBTS 

A. General Obligations Bonds and Special Notes Payable 

The principal long-term obligations of the Municipality are general obligations bonds and special notes 
issued to finance the construction and improvements of public facilities and purchase of equipment. The 
Municipality's obligations long-term debt retirements are appropriated and paid from resources 
accumulated in the Debt Service Fund (see Note 7). The special obligations long-tenn notes retirements 
are paid through retention made by the Municipal Revenue Collection Center from monthly advance of 
annual property tax and subsidy send to the Municipality. 

General obligations bonds and notes payable as of June 30, 2005, are comprised of the following 
individual issues: 

DESCRIPTION AMOUNT 

General Obligations Bonds: 

$1,305,000, Series 2003, for construction purposes, payable in annual installments 
ranging from $20,000 to $100,000, excluding interests at 6.50%, through July 1, 2027 ...... $ 1,235,000 

$735,000 Series 2001, for construction purposes, payable in annual installments 
ranging from $15,000 to $75,000, excluding interests at 8.00%, through July 1, 2020 ....... . 

$1,760,000 Series 2001, for purchase of building, payable in annual installments ranging 
from $25,000 to $160,000, excluding interests at 8.00%, through July 1, 2025 .................. . 

$755,000 Series 200 I, for operation purposes, payable in annual installments ranging 
from $I 5,000 to $65,000, excluding interests at 8.00%, through July 1, 2025 .................... . 

$I 05,000, Series 2000, for construction purposes, payable in annual installments 
ranging from $5,000 to $15,000, excluding interests at 8.00%, through January I, 2009 .... 

$60,000, Series 2000, for construction purposes, payable in annual installments 
ranging from $1,000 to $6,000, excluding interests from 6.41 % to 6.56%, through 
January I, 2024 .................................................................................................................... . 

$600,000, Series 2000, payable in annual installments ranging from $9,000 to 
$29,000, excluding interests at 4.50%, through January 1, 2027 (Water & Waste 
Disposal Loans & Grants) .................................................................................................... . 

$140,000, Series 1999, for construction purposes, payable in annual installments 
ranging from $5,000 to $10,000, excluding interests at 8.00%, through July I, 2023 ......... . 

$230,000, Series I 998, for construction purpose, payable in annual installments 
ranging from $5,000 to $20,000, excluding interests at 8.00%, through July 1, 2022 ......... . 
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645,000 

1,615,000 

695,000 

50,000 

54,000 

424,000 

105,000 

190,000 



MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 6 GENERAL LONG-TERM DEBTS (CONTINUE) 

$121,000, Series 1998, for operation purposes, payable in annual installments 
ranging from $3,000 to $8,000, excluding interests at 4.50%, through July 1, 2023 ............ 104,000 

$310,000, Series 1997, for construction purposes, payable in annual installments 
ranging from $5,000 to $30,000, excluding interests from 4.70% to 6.63%, through 
July I, 2021 ........................................................................................................................... 260,000 

$222,000 Series 1996, for construction purposes, actually in process of disbursement, 
interests at 4.50% (Water & Waste Disposal Loans & Grants)............................................ 187,000 

$350,000 Series 1992, for construction purposes, payable in annual installments, 
actually in process of disbursement; interests at 4.75% (Community Facilities Loan)........ 256,000 

$350,000 Series 1991, for construction purposes, payable in annual iJstallments 
ranging from $13,000 to $31,000, excluding interests at 5.25%, through 
January 1, 2015 (Community Facilities Loan)...................................................................... 242,000 

$361,000, Series 1984, for construction purposes, payable in annual installments 
ranging from $5,000 to $26,000, excluding interests at 5.00%, through January I, 2008 .... 72,000 

$605,000 Series 2005, for operation purposes, payable in annual installments ranging 
from $25,000 to $60,000, excluding interest at 6.00% trough July 1, 2018 ......................... 550,000 

Total General Obligations - Bonds..................................................................................... 6,684,000 

DESCRIPTION AMOUNT 

Notes Payable: 

$475,000, Series 2001, for purchase of equipment, payable in annual installments 
ranging from $55,000 to $90,000, excluding interests at 8.00%, through July l, 2007 ....... . 

$200,000, Series 1988, for operation purposes, payable in quarterly installments 
of $2,500, excluding interests at 8.00%, through July 1, 2007 ............................................ . 

$880,000, Series 1986, for operation purposes, payable in annual installments 
ranging from $31,000 to $44,000, excluding variable interests up to 8.50%, 
through July 1, 2006 ............................................................................................................ .. 

$925,000, Series 2005, for operation purposes, payable in annual installments 
ranging from $31,000 to $85,000, excluding interests up to 5.50%, trough July I, 2020 .... 

Total Notes Payable ........................................................................................................... . 

170,000 

20,000 

31,000 

925,000 

1,146,000 

Total General Obligations Bonds and Notes....................................................................... $ 7.830.000 
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MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 6 GENERAL LONG-TERM DEBTS (CONTINUE) 

The annual requirements to amortize the general and special obligations outstanding as of June 30, 2005 
are as fol lows: 

YEAR ENDING PRINCIPAL INTEREST TOTAL 
JUNE 30, PAYMENT PAYMENT PAYMENT 

2006 405,000 416,973 821,973 
2007 405,000 467,936 872,936 
2008 330,000 447,016 777,016 
2009 316,0000 414,441 730,441 

AFTER 2009 6.374,000 3.687.842 10,061.842 

TOTAL $ 7.830.000 $ 5,434.208 $13.264.208 

B. Other Long-Term Debts 

BALANCE RETIREMENTS BALANCE 
JULY I, NEW AND JUNE 30, 

DESCRIPTION 2004 ISSUES ADJUSTMENT 2005 

Property Taxes - MRCC ................. $ 668,131 $ $ 30,602 $ 637,529 
Compensated Absences ................... 1,375,668 183.868 1.559.536 

TOTAL ......................................... $ 2,Q43,799 $ 183.868 $ 30,602 $ 2.197.065 

C. Changes in General Long-Term Debts 

The following is a summary of changes in long-term debts for the year ended June 30, 2005: 

BALANCE RETIREMENTS BALANCE AMOUNTS AMOUNTS 
JULY I, NEW AND JUNE30, DUE WITHIN DUE AFTER 

DESCRIPTION 2004 ISSUES ADJUSTMENT 2005 ONE YEAR NEXT YEAR 

General ........................ $ 6,339,000 $ 605,000 $ 260,000 $ 6,684,000 $ 244,000 $ 6,440,000 
Special ......................... 351,000 925,000 130,000 1,146,000 161,000 985,000 
Others Debts ................ 2.043,799 183,868 30.602 2.197.065 1.003,173 1.193,892 

TOTAL ......... $ 8,733 799 $ J,713.868 $ 420.602 $ J0,027.065 $ I 408 173 $ 8 618.892 

NOTE? DEBT RETIREMENT 

Revenues of the debt service fund consists of the ad-valorem property taxes which are recognized as 
revenue when collected from taxpayers and reported by the Municipal Revenue Collection Center of the 
Commonwealth of Puerto Rico to the Municipality (See Note 8). 

These property taxes are accumulated by the Municipal Revenue Collection Center in costs of the general 
obligations bonds issued by the Municipality. Payments are made to the Government Development Bank 
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NOTE 7 DEBT RETIREMENT (CONTINUE) 

of the Commonwealth of Puerto Rico from such accumulated funds by the Municipal Revenue Collection 
Center of Puerto Rico. 

NOTE 8 PROPERTY TAXES 

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

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

I 

The tax rate per annum is 8.28% for real property and 6.28% for personal property of which 1.03% of 
both belong to the Commonwealth of Puerto Rico and 7.25% and 5.25%, respectively, belongs to the 
Municipality. 

From the portion belonging to the Municipality, 6.00% and 4.00%, respectively, represents the 
Municipality's basic tax rate that is appropriated for general purposes and therefore accounted for through 
the general fund. 

The remaining portion belonging to the Municipality of 1.25% represents the ad-valorem property taxes 
withheld by the Municipal Revenue Collection Center of the Commonwealth of Puerto Rico and 
restricted for debt service, which is accounted for through the debt service fund (See Note 7). The 
Municipality has reached the maximum statutory tax rate limit for the basic tax while there is no 
limitation for the ad-valorem tax rate. 

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

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

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

Due to the fact that collections of property tax are applied to the advances of property tax paid by the 
Municipality Revenue Collection Center, the amortization of the advance at end of year was not available 
due to that is in process of verification by external auditors. As of June 30, 2005, the Debt Service Fund 
presented a receivable of $449 for the collection of additional property taxes during the next 60 days after 
end of year. 
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NOTES TO THE BASIC FINANCIAL ST A TEMENTS 

NOTE 9 VOLUME OF BUSINESS TAX 

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

The tax rates are as follows: 

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

b. 0.50% for all other organizations. 

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

NOTE I 0 INTERGOVERNMENTAL REVENUES 

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

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

NOTE 11 EMPLOYEE'S RETIREMENT PLAN 

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

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

Gubernatorial Board and Committee appointees and Experimental Service Station employees. ERS 
provides retirement, death and disability benefits. Disability retirement benefits are available to members 
for occupational and non-occupational disabilities. Retirement benefits depend upon age at retirement and 
number of years of credited service. Benefits vest after ten years of plan participation. 
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MUNICIPALITY OF SABA'NA GRANDE, PUERTO Rico 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 11 EMPLOYEE'S RETIREMENT PLAN (CONTINUE) 

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

Under the plan, the employees and employer portions are contributed, for which, the employee amount is 
withheld from salaries. Covered employees are required by Commonwealth statute to contribute 5.775% 
for the first $6,600 of monthly salary plus 8.275% for the excess of this amount, or on the alternative, 
8.275% of all salary. The Municipality contributes to the system 9.275% of the participating employee's 
salaries. 

Law Number 305 of September 24, 1999, amendments the Act Number 447 that establish a savings 
program. All employees active in the system as of December 31, 1999 may elect to transfer from define 
contribution programs to the new savings program (a defined contribution plan). Employees in the 
savings program may now contribute from a minimum of 8.2750/c/ up to a maximum of 10% of their 
monthly salary, and will invested in an account which will either: (a) earn a fixed rate based on the two
year Constant Maturity Treasury Note or, (b) earn a rate equal to 75% of the return of the System's 
investment portfolio (net of management fees), or (c) earn a combination of both alternatives. 

If at time of retirement accumulated benefits amount to $10,000 or less may elect to receive a lump sum 
distribution up to the accumulated benefits. Under the new program the retirement age is reduced from 
65 to 60 for those employees who joined the current plan on or after April l, 1990. The pension benefit 
for participants who retire with less than 30 years of service is computed at the rate of l Yi% of their 
average compensation of each year of credit service for the remaining years. The System also provides for 
death and disability benefits and the assets of the System pertaining to the participant employees. 

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

a. The present value of the future pension payments was computed by using a discount of9%. 

b. Future pension payments reflect an assumption of a 6% salary increase. 

All employees that do not elect to transfer for the new program and who at the time of employment are 55 
years old or less are eligible to participate in the System. Pension benefits for participants with 30 years 
of service are as follows: 

YEARS 
OF SERVICE 

30 or more 

30 or more 

30 or more 

PARTICIPANT'S 
AGE 

55 or less 

58 or more 

65 or more 

PENSION BENEFITS 

65% of the average of the three years of highest salary during the 
employee's service period. 

75% of the average of the three years of highest salary during the 
employee's service period. 

75% of the average of the three years of highest salary during the 
employee's service period (employees started working after April I, 1990). 
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NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 11 EMPLOYEE'S RETIREMENT PLAN (CONTINUE> 

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

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

Contributions in 2005 and prior years were made based on percentages established by the law. Such 
percentage has not been based on actuarial studies, as required by accounting principles generally 
accepted in the United States of America. An actuarial compilation of the annual contribution applicable 
to the Municipality has not been prepared. Accordingly, the accounts by which the actual contributions 
differ from the required actuarial contributions are not known. 

The total pension expenditures recorded in the category of administration for the Fiscal Year Ended June 
30, 2005 was approximately$ 237,870. All employees who at the time of employment are 55 years old or 
less are eligible to participate in the System. No benefit is payable if the participant receives a refund of 
his accumulated contributions. 

The historical trend information regarding the accumulation of assets and pension benefit obligation in the 
ERS is not available. For the ten-year trend infonnation, refer to the separately issued financial statements 
of the ERS as of and for the fiscal year ended June 30, 2005. The P.R. Retirement Plan Administration 
provides additional information of the ERS. They issue a publicly available financial report that includes 
financial statements and required supplementary infonnation for ERS, as a component unit of the 
Commonwealth of Puerto Rico. That report may be obtained by writing to the Administration at PO Box 
42004, Minillas Station, San Juan, P.R. 00940. 

NOTE 12 CONTINGENClES 

A. Claims and Judgments 

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

In addition, the Municipality is a defendant or co-defendant in several legal proceedings, which are in 
discovery stage. Certain of these claims are covered by insurance. Legal counsel with the information 
currently available can not determine the final outcome of these claims. Accordingly, the financial 
statements do not include adjustment, if any, that could result from the resolution of this legal proceeding. 

However, it has been the Municipality's experience that such actions are settled for amounts substantially 
less than the claimed amounts. 
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NOTE 12 CONTrNGENCIES (CONTINUE) 

B. Federal Grants 

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

NOTE 13ACCOUNTING CHANGES, CHANGES IN REPORTrNG ENTITY AND RESTATEMENTS 

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

GASBS No. 34 as amended by GASBS Nos. 37, 38 and 41 establishes new financial reporting standards 
for state and local governments. This statement's requirements represent a significant change in the 
financial reporting model used by state and local governments, including statement formats and changes 
in fund types and elimination of account groups. In addition to fund financial statements, governments are 
required to report government-wide financial statements, prepared using the accrual basis of accounting 
and the economic resources measurement focus. As a result, fund reclassifications and adjustments to the 
fund equities reported in the prior financial statement balances were required. 

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

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

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

NET ASSETS RESTATEMENTS 

The following schedule reconciles the June 30, 2005 Net Assets, as previously reported to Beginning Net 
Assets, as restated, July 1, 2004. 

Net Assets 

Net Assets, as Previously Reported, at June 30, 2004 ................................................. . 
Adjustment to Accounts Payable ............................. . ............. . ... .... .................... ..... . . 
Adjustment to Capital Assets ........................... ........................................ .. .. ... .. . . 
Beginning Net Assets, as Restated, at July I, 2004 ......................................... ... . ...... . . 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 13 ACCOUNTING CHANGES, CHANGES IN REPORTING ENTITY AND RESTATEMENTS 
(CONTINUE) 

The following schedule reconciles the June 30, 2005 Fund Balances, as previously reported to Beginning 
Fund. 

Balances, as restated, July l, 2004. 

Fund Balance, as Previously Reported, 

FUND BALANCE REST A TED 

GENERAL 

FUND 

June 30, 2004 .................................. ..... .................. $ 594,819 

Adjustment to Accounts Payable .............................. . 28,559 

Interfund Transactions Not Recorded 
on Prior Year.......................................................... 90,094 

Beginning Fund Balance, as Restated, 
July I, 2004............................................................ $ 713,472 

NOTE 14 FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENT 

OTHERS 

GOVERNMENT A L 

FUNDS 

$2,437,298 

(90,094) 

$2 347 204 

The Governmental Accounting Standards Board (GASB) issued GASBS No. 42, Accounting and 
Financial Reporting for Impairment of Capital Assets and for Insurance Recoveries, which is effective 
for fiscal year beginning after December 15, 2005. Early application is encouraged. The Municipality has 
not adopted the requirement of this statement. Other three pronouncements are issued (GASBS Nos. 43, 
44 and 45), but do not apply to the Municipality. 

END OF NOTES 
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REQUIRED SUPPLEMENTARY lNFORMA TrON: 

• Budgetary Comparison Schedule-General Fund 
• Notes to Required Supplementary Information 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

REQUIRED SUPPLEMENTARY INFORMATION 
BUDGETARY COMPARISON SCHEDULE- GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

Budget Amounts 

Original Final 

Actual Amount 

(Budjetary Basis) 

(See Note A) 

Variance with 
Final Budget 

Positive 
(Negative) 

BUDGETARY FUND BALANCE, JULY l , 2005 $ 713,472 $ - $ 713,472 $ 

Resources (Inflows) 

Property Taxes 
Volume ofBuseness Taxes 
Intergovermental Revenues 
License and Permits 
Rent 
Miscellaneous 
Prior Year Allocation 

Total Resources (Inflows) 

Amounts Available for Appropriation 

Charges to Appropriations (Outflows) 

Mayor and Municipal Legislature 
General Government 
Public Safety 
Public Work 
Culture and Recreation 
Health and Sanitation 
Human Services and Welfare 
Transfer to Other Funds 

Total Charges to Appropriations 

BUDGETARY FUND BALANCE, JUNE 30, 2005 

1,776,938 
l,100,000 
4,604,778 

401,000 
300,000 

l ,035,408 

9,218,124 

9,931 ,596 

l ,745,032 
2,454,267 

397,570 
2,274,601 

445,372 
362,263 

1,418,849 
120,170 

9,218,124 

$ 713,472 

See accompanying Notes to Required Supplementary Information. 40 

l,776,938 1,776,938 
1, 100,000 l ,020,200 (79,800) 
•,604,778 4,300,003 (304,775) 

401,000 446,186 45,186 
300,000 181,108 (118,892) 

1,105,308 377,004 (728,304) 
206,343 

9,494,367 8,101,439 (l,186,585) 

9,494,367 8,814,91 l (1,186,585) 

2,273,234 2,223,788 49,446 
2,474,746 2,515,826 (41,080) 

326,961 315,248 11,713 
2, 149,354 2, 141,664 7,690 

444, 14 l 440,590 3,551 
372,719 371,039 1,680 

1,333,042 1,329,565 3,477 
120,170 183,435 (63,265) 

9,494,367 9,521,155 (26,788) 

(706,244) $ (l,213,373) 



MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 

BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

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

GENERAL FUND 
Sources/Inflows of Resources: 

Actual Amounts (Budgetary Basis) "Available for Appropriation" from the 
Budgetary Comparison Schedule (See Page 40) ........................................................... . $ 8,814,91 I 

Difference - Budget to GAAP: 

The Fund Balance at the Beginning of Year is a budgetary resource but is not a 
Current-Year Revenue for financial reporting purposes ............................................ .. (713,472) 

I 

Prior and Current Adjustments to Revenues ................................................................ .. I 13.382 

Total Revenues as Reported on the Statement of Governmental Funds Revenues, 
Expenditures and Changes in Fund Balance (See Page 13) ......................................... .. $ 8.214.821 

Uses/Outflows of Resources: 

Actual Amounts (Budgetary Basis) "Total Charges to Appropriation" from the 
Budgetary Comparison Schedule (See Page 40) ........................................................... . $ 9,521,155 

Difference - Budget to GAAP: 

Prior Year expenditures are not outflows of budgetary resources but are expenditures 
For financial reporting purposes.................................................................................... 384,916 

Encumbrances for supplies and equipment ordered but not received are reported 
in the year the order is placed for budgetary reporting purposes. ................................ (I 08,414) 

Transfers to other funds are outflows of Budgetary Resources but are not Expenditures 
For Financial Reporting Purpose.................................................................................. (183,435) 

Adjustment to Expenditures............................................................................... ............. 167,310 

Total Expenditures as Reported on the Statement of Governmental Funds Revenues, 
Expenditures and Changes in Fund Balance (See Page 13)........................................... $ 9.78L532 
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MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 

BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

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

Budgetary Fund Balance, June 30, 2005 (See Page 40) ................................................. . 

Timing Differences: 

Net Change in Encumbrances ..................................................................................... . 
Non-budgetary Items ................................................................................................... . 

Unreserved Fund Balance, June 30, 2005 (See Page 12) ....................................... ........ . 

END OF THTS SECTION I 
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(3,560) 
(132,954) 

$ (842.76l) 



Schedule of Expenditures of Federal Awards and Reports on Compliance and Internal 
Control in accordance with Government Auditing Standards and the requirements of 

OMB Circular A-133 

• Schedule of Expenditures of Federal Awards 
• Notes to Schedule of Expenditures of Federal Awards 
• Independent Auditor's Report on Compliance and on Internal Control Over Financial 

Reporting Based upon the Audit Performed in Accordance with Government Auditing 
Standards 

• Independent Auditor's Report on Compliance and Internal Control over Compliance 
Applicable to Each Major Federal Award Program and on the Schedule of Expenditures 
of Federal Awards 
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MUNICIPALITY OF SABANA. GRANDE, PUERTO Rico 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

FEDERAL GRANTOR I PASS THROUGH 
GRANTOR I PROGRAM OR CLUSTER TITLE 

U.S. Department of Agriculture: 

Pass-Through Department of Education: 

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

U.S. Department of Commerce: 

Direct Program: 

Economic Development Administration ............... . 

U.S. Department of Hous ing and Urban Development: 

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

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

Direct Program: 

Section 8 Housing Choice Voucher Program ......... . 

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

U.S. Department of Justice: 

Direct Program: 

Public Safety Partnership and Community 
Policing Grants (Cops) .......................................... . 

Total U.S. Department of Justice .......................... . 

FEDERAL 

CFDA 
NUMBER 

10.558 

11.300 

14.228 

14.871 

16.710 

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

Pass-Through Office of the Governor: 

Public Assistant Grant ............................................ . 83.544 

Subtotal Expenditures of Federal Awards 
(Balance Carry Forward) .......................................... . 
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PASS-THROUGH 
ENTITY IDENTIFYING 

NUMBER 

N/AV 

04-FD-55 
03-FD-55 
02-FD-55 
Ol-FD-55 
99-FD-55 
94-FD-55 
93-FD-55 

1247DR-PR-121 

FEDERAL 

EXPENDITURES 

$ 366.080 

110,263 

781,705 

671.453 

1.453.158 

121.802 

141.769 

36.061 

2.087.364 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

SCHEDULE OF EXPENDITURES OF FEDERAL A WARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

FEDERAL GRANTOR I PASS THROUGH 

GRANTOR I PROGRAM OR CLUSTER TITLE 

Subtotal Expenditures of Federal Awards 
(Balance Brought Forward) ...................................... . 

U.S. Department of Health and Human Services: 

Pass-Through Office of Governor - Elderly Office: 

Special Program for Aging, Title Ill, Part B ........... . 

Pass-Through Administration of Children and Families: 

Community Service Block Grant.. ......................... . 

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

Head Start Program ................................................. . 

Family Violence Prevention and Services ............ .. . 

Social Services Block Grant ................................... . 

Direct Program: 

Early Head Start ...................................................... . 

Total U. S. Department of Health and 
Human Services ............ ........................................ . 

TOTAL EXPENDITURES OF FEDERAL AWARDS 

FEDERAL 

CFDA 
N UMBER 

93 .044 

93.569 

93.575 

93.600 

93.592 

93.667 

93.600 

Sec accompanying Notes to Schedule of Expenditures of Federal Awards. 
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PASS-THROUGH 

ENTITY IDENTIFYING 
NUMBER 

N/AV 

CC-92-502 

02-CH-0483-36 
02-CH-0483-37 

FEDERAL 
EXPENDITURES 

$ 2.087.364 

128,966 

42,238 

224, 108 

4,44 1,586 

62,400 

27,518 

544.940 

5.471.756 

$ 7.559.120 
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MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL A WARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

NOTE I GENERAL 

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

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

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

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

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

NOTE 3 FEDERAL CFDA NUMBER 

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

NOTE 4 PASS THROUGH GRANTOR'S NUMBER 

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

NOTE 5 MAJOR PROGRAMS 

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

END OF NOTES 
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., ~ MENDOZA & RAMOS 
Contadores Publicos Autorizados, C.S.P. 

P.O. Box 35 • Guayama, Puerto Rico 00785 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING BASED UPON THE AUDIT PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

To the Honorable Mayor and 
Members of the Municipal Legislature 
MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

We have audited the basic financial statements of Municipality of Sabana Grande, Puerto Rico (the 
"Municipality") as of and for the fiscal year ended June 30, 2005, and have issued report thereon dated 
January 20, 2005. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 

Compliance 

As part of obtaining reasonable assurance about whether the Municipality's financial statements are free 
of material misstatement, we perfonned tests of its compliance with certain provisions of laws, 
regulations, contracts, and grants, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance that are required to be reported under 
Government Auditing Standards. 

Internal Control Over Financial Reporting 

In planning and perfonning our audit, we considered the Municipality's internal control over financial 
reporting in order to detennine our auditing procedures for the purpose of expressing our opinion on the 
basic financial statements and not to provide assurance on the internal control over financial reporting. 
Our consideration of the internal control over financial reporting would not necessarily disclose all 
matters in the internal control that might be material weaknesses. A material weakness is a condition in 
which the design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that misstatements in amounts that would be material in relation to the basic 
financial statements being audited may occur and not be detected within a timely period by employees in 
the normal course of perfonning their assigned functions. We noted no matters involving the internal 
control over financial reporting and its operation that we consider to be material weakness. 
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INDEPENDENT AUDITORS' REPORT 

This report is intended solely for the information and use of the Municipal Legislature, management, 
Office of the Commissioner of Municipal Affairs, federal awarding agencies, state funding agencies, and 
pass~through entities and is not intended to be and should not be used by anyone other d1an these 
specified parties. 

l l!v~~~b Peth•~ C l~L" cl;Noo . A AM s 
CERTIFIED BLIC ACCOUNTANTS, C.S.P. 

Guayama, Puerto Rico 
Dcce mbl!r 15, 2005 

Stamp number 2050083 wos 
affixed to the original of th is 
n:port. 
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P.O. Box 35 • Guayama, Puerto Rico 00785 

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

To the Honorable Mayor and 
Members of the Municipal Legislature 
MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

Compliance 

. { 

We have audited the compliance of the Municipality of SABANA GRANDE, Puerto Rico (the 
"Municipality") with the types of compliance requirements described in the U S. Office of Management 
and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major 
federal programs for the fiscal year ended June 30, 2005. The Municipality's major federal programs are 
identified in the summary of auditor's results section of the accompanying Schedule of Findings and 
Questioned Costs. Compliance with the requirements of laws, regulations, contracts and grants, applicable 
to each of its major federal programs is the responsibility of the Municipality's management. Our 
responsibility is to express an opinion on the Municipality's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standard5, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States. local Governments, and Non-Profit Organi=ations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Municipality's compliance with those requirements and performing such others procedures, as we 
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our 
opinion. Our audit does not provide a legal determination on the Municipality's compliance with those 
requirements. 

In our opinion. the Municipality complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major federal programs for the Fiscal Year Ended June 30, 2005. 
However, the results of our auditing procedures disclosed an instance of noncompliance with those 
requirements, which are required to be reported in accordance with OMB Circular A-133 and which are 
described in the accompanying Schedule of Findings and Questioned Costs as items 05-111-01 . 
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INDEPENDENT AUDITORS' REPORT 

Internal Control Over Compliance 

The management of the Mun icipality is responsible for establishing and maintaining effective internal 
control over compliance w ith requirements of laws, regulations, contracts and grants applicable to federal 
programs. In planning and performing our audi~ we considered the Mun icipal ity' s internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing our opinion on compliance and 
to test and report on the internal control over compliance in accordance with OMB Circular A-133 . 

We noted certain matters involving the internal control over compliance and its operation that we 
consider to be reportable conditions. Reportable conditions involve matters coming to our attention 
relating to significant deficiencies in the design or operation of the internal control over compliance that. 
in our judgment. could adversely affect the Municipality's ability to administer a major federal program 
in accordance with the applicable requirements of laws, regulations, contracts and grants. Reportable 
conditions are described in the accompanying Schedule of Findings and Questioned Costs as item 05-111-
01. 

•I 

A material weakness is a condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that noncompliance with applicable 
requirements of laws, regulations, contracts and grants that wou ld be material in relation to a major 
federal program being audited may occur and not be detected with in a t imely period by employees in the 
normal course of performing the ir assigned functions. Our consideration of the internal control over 
compliance would not necessarily disclose all matters in the internal control that might be reportable 
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also 
considered to be material weaknesses. However we believe none of the reportable conditions described 
above to be material weakness. 

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

1~k&o+ Aof~ !2o,,'),~u1t '; 
CERTl~~~~1LIC ACCOUNTANTS, C.S.P. 

Guayama, Puerto Rico 
December 15, 2005 

Stamp number 2050084 was 
affixed to the original of th is 
report. 
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FINDINGS AND QUESTIONED COST: 

Schedule of Findings and Questioned Costs 
Summary Schedule of Prior Audit Findings 
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MUNICIPALlTY OF SABANA GRANDE, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

SECTION I-FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

Financial Statements 

Type of auditors' report issued: 

Internal control over financial reporting: 

• Reportable condition(s) identified? 

• Material weakness (es) identified? 

Noncompliance materia l to financial statements noted? 

Federal Awards 

Internal control over major programs: 

• Reportable condition(s) identified? 

• Material weakness (es) identified? 

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

Qualified Opinion 

Opinion 

Any audit find ing disclosed that are required to be reported 
in accordance with OMB Circular A-133? 

The Municipality' s major programs were: 

IE! Unqualified Opinion 
0 Qual ified Opinion 
0 Adverse Opinion 
0 Disclaimer Opinion 

0 Yes IE! None Reported 
lj 

0 Yes IE! No 

0 Yes IE! No 

IE! Yes 0 None Reported 

0 Yes IBlNo 

IE! Unqualified Opinion 0 

0 Adverse Opinion 0 Disclaimer 

IE! Yes 0 No 

CFDA Number State Block Program 

14.228 
10.558 
93.600 

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

Auditee qualified as low-risk auditee? 

State Block Grant Program 
Child and Adult Care Food Program 
Head Start and Early Head Start 

$300.000 

0 Yes 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

SECTION II - FINANCIAL STATEMENT FINDINGS 

NO MA TIER IS REPORTED. 
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MUNICIPALITY OF SABANA GRANDE, PUERTO RJco 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

SECTION II I - FEDERAL A WARD FINDINGS AND QUESTIONED COSTS 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

05-111-01 

ST A TE BLOCK GRANTS PROGRAM (SBGP) (CFDA NO. 14.228) 
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
PASS THROUGH STATE-OFFICE OF COMMISSIONER OF 
MUNICIPAL AFFAIRS 

COMPLIANCE AND INTERNAL CONTROL 

PROCUREMENT STANDARDS . 
" 

The model for construction contracts over $I 0,000 used by the 
Municipality did not contain the clauses detailed for compliance with the 
provisions for suspension and debarment, granting access to GAO and 
other federal agencies to books and documents, Davis-Bacon, contract 
work hours and safety standards; and compliance with Executive Order 
11246 EEO, Clear Air and Clear Water Act Energy Policy and 
Conservation Act for contracts over $100,000, as required by the 
program regulation. 

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

Lack of proper supervision over control procedures over compliance 
with federal regulations applicable was the cause of this condition. 

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

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

None 

MANAGEMENT RESPONSE Pending the Corrective Action Plan. 

END OF SCHEDULE 
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MUNICIPALITY OF SABANA GRANDE, PUERTO Rico 

SCHEDULE OF PRIOR AUDIT'S FrNDTNGS AND QUESTrONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

(I) Audit Findings that have been Fully Corrected: 

NONE 

(2) Audit Findings not corrected or Partially Corrected: 

FISCAL YEAR 2004 

Finding Number 04-111-0 I Davis Bacon-Head Start management did not perform procedures. 

CFDA Number 93.600 

Questioned Cost NONE 

Auditee Comments System and procedures are corrected. 

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

NONE 

(4) Audit findings is no longer valid: 

NONE 

END OF SCHEDULE 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SABANA GRANDE 

CORRECTIVE ACTION PLAN FISCAL YEAR 2005 

AUDIT REPORT: SINIB B AL1>1T JUNE 30 200S CONTACT PERSON RESPONsmu. 
FOR. CORRECTIVE ACTION: 

FINDING 
NUMBER 

os-m-01 

l'ISCAL 
YEAR 

FINDJNG 

Itmc 30, 200S The model for oonstruction 
contl'Bda over $10,000 used by the 

, Municipality did not contain the 
! clawies detailed for compfiance 
with the provisions for suspension 
and debarment, granting access to 
GA.O and other federal agencies to 
books and documents, Davis
Bu:on, QOBtnlCt v.uk h<iurs and 
nfety standards; and compliance 

1 with Executive Order 11246 EEO, 
Clear Air and Clea1t WaJer Act 
Energy Policy and C.onservation 
Ac:t for cortractJ over $100,000, as 
required by me program regulation. 

N.Ai.'\m: NOllMA R ORSINI RIVERA 

TITI.B: INI'l!RNAL AUDITOR 

TELEPHONE: 787-804-2002 

AUDII'OR 
RECOME.'IDADON 

CORREC11VE ACTION 
PLA..~'ED 

We roc:ommcnd management \D A3 of January 31, 2006 the 
update contract modol according contract model was updated 
with the federal requirement. according to the federal 

'· requirements and all the clauses 
were included io the ccmtrect. I 
Actually, the Mwrlcipality has 
only one contract in force. This 
contract was amClldcd to include 
thc.se clauses. Secs Attachme111 1. 

A."OICD'A'IED 
COMPLETION 

DAT£ 

January 31, 2006 

RESlJLT 

Corrmive 
action pl.an 
tabn. 
Correa: ed. 
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MO<Wo OCOl-OI (MocW OOOl-OI) 
Rev. odllln 1999 (llcv. Otmlxlt 1999) 
~N6in.llmllec1e-• 1991 
~No. J3 ol'-J 21. 1'91 

RSTAOO lIDIWJ\WCW>O'DB PUBRTO IUCO 
~on>acno Rico 

UlllCINA DEL COlfi'RALOJt 
OPPJCBOFTffR~Ul-'PU~ RJCO 

Sm .limn, Puato llico 

CERTIJICACION 

. . 
llOOIU! l>'l\)KC)M41JWfO DE CONJllATO.ESaunntA 0 DOCUMBNTO RELACfU>IAUO 

IUroAIUllNOTHI! ~ OFCUoln!M.'JS DllDI A1tD Orlll!ll RI!.AT!D noc:IM!Mll 

· 1. C6cliao c1e P.ntld8d I 4 I o I & '2 I 
llMMJC. 

2. Ndmorodel Cotittalo 12 IO I 0 l~ .. L: j O !O "9 I 5 It 17 I• I E I 

l . }todiadD(~ 
Dole al'~lltol(WinWm 

I 3 I 1 I - .J.9..1 ~J_- Io I G I 

4. CumlJa Tall.I 
·rUloll-

.__._-L--......_I ....._ • ._I ---..~I ~· l~I J!!. I .. ~.J .~I.~ 

s. C6cJi&odcl TipuclclCmtnlo l.~.J. ~ . .I Ccn&trucd6n y. lepm:aci6a de Estructuras 
Qlol- l»t CoCle 

6. l:!.xcalo lJLJ 
~ 

7. Ordl:o (Ap'oblClc» 0 w.ci-at1c .. arpnillDo dd Gnbilimo) 
AuliuriZlllim or .nu fiml .. llldw eo\lalOclll mlity 

_ ___ .,::0:_ ,._. _ _ __ _ 

II. Vl~ia Ui:.<Q: I 3 I 1 1- I 011 1.- 12 I 0 I 0 I 6 f "'8111 I 11 7 I - I 0 I 2 J : .l.2 I 0 IQ I 6 I 
..... __ (~ (~ Ill ~ (~) 

9. SquroSocillPUloaaloPa!ronal l.~J ~ I O l -1614 1~ 15 IO15 161 
!oelll llcculllJ,..... 

JO. CualJlltista(s) --- ~:._Yc;ga Santiago O>o~tor, loc;~ ... ·- - ··-------
rc--.i 

11 . l~tfm:tlelllanlc (11) do 11 (s) EotJdad (es) Ciubm~IJll (es} Um. liti&1ieLG,. nttlz VClcz - AJr11lde 
~~\'11(1) 

Se 1111mdc la P"OIODto ~lficaci6n en cuniplimimto COil Cw Cin:ular promufgadit par el Cunllalnr cle Puc:rin 
RiCC y a1 llllDlplimiaito ('.Oil ol RepmealO Nian. 33 ScJbm Rcgjsero do contratos. &crilUnU '/ Duwmcnlrl• 
Relaclo11ad~ y J'l11vi11 lhl Coplu a la Ofiolna clef C'.anltll)ur. &ta dobo a- rauitida a la Ollclna del Contralor. 
Clblaceidllllllllw Ill 1111*illal In co....,ilonce• !lit blruclka .._..,. U.. <:....,.,.,., ti "-to lloo Incl ii -.i-Wtli ~lljj.,.. N11. 3J, 
...-'dklc lllS lllOlollllu. ti Cullndt, l'lmls ... Olhlr 11-.d OocllDla6 .. 6c Mllllng .r ... c..- .... (' ....... , Ulllcc bf .. 
&O-CllllY.) 

Lu; 11UNCribiculce catificamos blber Olotgado boy el wn1l1llo dc:&erito oa ostt documiato. 
Tho1"*'1&1*1. l*~Lnlllt: !Wiiie-.. ....... ii lllil~-ex.red Clll iillk 

11 En (ciudiul) Sohrme Grande ·- , l>uetto Jtico, boy 1 . ol.LJ 
... .... .. """" I I (' ,....,,,., 

13. J?imui(•) Ptart~s) Coouatbu(1) 
~ur ... ~ 

-Jif+,tj' +~ 
_.J!ilniy ~ Santiago 
....,. ..... (Jriol) 

-..1:.Pul"Qf;;lni!M..,.en111.1.1tc,;,,.,,, ___ ,, ___ _ " _ _ _ 
,._($ ....... f 

J. v~ !imltia&9 .9iN,lnet.or. 111c. 
I.Alla ... ...,... (loW) 

IPl.!. ~uel G. Ortiz Velez 
1.aa• ..... (priol) 

~ 
-~) 

ftmic,1p10 oo ~-CE~--
Lado...wo(pi.Q 
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ESTADO LmREASOCJAl>O m; PUERTO RICO 
GOBIERNO MUNICIPAL 

SABA.NA GRANDE, PUERTO RICO 

StJB..\STA 05-07 

CONTRATO NiJMERO 200SOOllSJ7-E 

ENMIENDA AJ~ CONTRAT02005-0005l7 PARA LA REMOl>ELACION Y 
AMPUACl6N, NUtVO CENT.RO DE GOBfERN() M11NJCJJ'AL Y OFICINAS 

DE CORREO POSTAL £NU. CAJUmTERA ##Ill FSQUINA A VENIDA 
ORLAN'OO LOPEZ MARTfNEZ V CALU: HACIENDA SAN FRANCISCO 

lJARRIO RAYO SARANA GRANDE, PUERTO RJCO 

En la ciudad de Sabana GI11Ddc, Puerto Ric:o, a 31 de enero de 2006.-----

COMJ>AREC~N 

DE LA rRlMERA PAR'llt; El. MUNICIPIO DE SABANA GRANDE, PUERTO 
RICO, n6mero de Seguro Social Patron.al 660-43-3550, repn:scntado en este acto por su 
ALCALDE DON MIG\JEL G. ORTIZ VF.J,EZ, mayor de edad, ca.sado, Ejeeutiw )' 
vecino de Sabana Orandc:, Puerto Rico: en adelan~ dc::nominada "El, MUNlCIPlO".-

I>E LA SEGUNDA PAR'l'E: J, VEGA SANTIAGO CONTRACTOR, INC, n\\mero 
de Sc:guro Social Patronal 660-64-5056 Coiporaci6n organ.Wida bajo las Leyes dd 
&itado Libre Asociado de Puerto Rico repre.witado en estc.: aClo por el Sr. Johnny Vega 
Slmliaso nlimcro de Seguro Social 584-.SO-7<i42, mayor de c:dad, casado, J>residente 'I 
vccino Jc: Sabana Orundc, . PUGto Rico en adcfootc: dcnomirnw!o "EL 
CONTRATISTA ". 

Manifiestan las partes e.u plenamcote capacitadao; pan ote>rg&r ma enmieoda y a talcs 
efectos libn:mcmlc: ----·------

ACUERDAN 

Emnendar el Contialo para llfWiif los siguic:ntcs .Anejoi;:---------

PRIMERA: "EL CONTRA TIS1W' se compromctc a cf~uar los trabajos 
com:spundicntes en benefioio de "EL MUNICJl'JO" scgWi sc descrihea a ;outiuuaci6n 
y se dataUan en los planoi; y espt:cifieacioncs, E.o;cala Salarial PR _ r .. - y la forma 
4010 "Fl!dt!rol Lab/Jn Sltmtllmb Ptovhlou"y condicioncs generates que fonnan parte 
de este contmto, asi como con lo JillCUlido en la <'.onfereocia de Pre-C'.onstmcci6n y cl 
anejo UflO (1) de cstc comrato.---, ------~------

I. Fcdcral T.abor Standard Provisions JJUD - 4010'-------·----·--

2. OmcraJ Declsloo Number PR000002 Heavy 1md Highway Conlltruclion--

SEGUNIM: "EL CONTRATIST A" 1.1umplini con lo$ siguientc:s rcqulsitos:----

A) "The Clean Air Act ... segiin enmwdada, 42 USC l 8S7.---

B) "The Fedcrol Water Pollution ('..ontrol Act", 5egUn erun=dada, 33 
USC12SJ . ---~------

C) .. Environmental rrotcction Agency" con rdaci6n a la patte 15 de! 
CFR. 

Nil I U / 3 p. 8 
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TERCERA: COUNTRY (ies) 

STATBWIDR 

SUPR0002A OS/2611995 

RDteA 
C'..ARPENT'ERS 

CF.MENT MASONS 

ELECTRJCIANS 

lllONWOR.KllllS 

UNHMEN: 
Lincmm 
Tdcphooe Linemen: 

Ground & Pole 

LARORERS: 
Lahoms (unskilled) 
l'ipelayors 

P!PliffJTE.RS 

PT.UMBER..c; 

POWER EQtnOMENT OPRRA TORS: 
Asphalt Jutas 
Dacknoe 
Bulldozer 
Cnu>e 
Diggers 
()rader 
Orw«/OllctS 
Loaders 
M~hrutlcs 
Paver 
R<lller 

SCRAPERS: 
lc:llS thAo l ~ CY 
18 CY and over 

Serccdmm 

TRACTORS: 
IQlll than 115 HP 
185 HP and uvc:r 

TRUCK DRIVERS 

.:. 

5.41 

5.17 

$.76 

5.15 

S.JS 

5.15 

S.lS 
S:l.1 

S.1S 

s.ss 

6.74 
B.25 
6.19 
6.72 
5.91 
6.78 
5..51 
6.51 
6.17 
7.00 
6.74 

7.80 
8.10 

8.80 

8.00 
8.10 

S.31 

Fringet: 
.50 

,47 

.80 

.M 

.43 

3.11 
.S9 
.99 

1.43 

1.06 

.92 

.76 
3.15 
3.14 

.59 

.S9 

3.13 

59 
.59 

WElI>F.RS - ){eceivc 111te ~bed for craft pcrfonning operation 
ro wldch welding ill UM..idmtal 

~s· •H'••· r :·· -. ..... ·.--.--=-==-======-=.:=.~ •· .. -. .,,...,. . .__ __ _ 

Wage Decision Number: PR000002 
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Federal Labor Sb•danla Provisions 

Applicability 

U.S. Department of ffouai•g 
And Urban 1>ovet.p11u1nt 

'lbe Project or l>n>anun lu whic.li lhc: consllUCtion wod oovcn:d by dilil con!nltt pcrtllim 
iii being assilllcd by the United Slltlcs of Ammca and the following Federal Labor 
Standards Provisioru1 are Included in thi11 Contract pursuant to the provisions applicable to 
such Federal assisamce. 

A. 1. (i) Mhaimwn WaKQ. All labors and mechanics employed or 
working upon the site of the work (or under the United States Ho~ Act uf 1937 or 
under the Houslna Act of 1949 in the construction or uevelopmcnt of the project), will be 
paid umonditlonally and not less often than once a week.. and without subsequent 
Jcduction or rebate on 11ny accu1mt (txQCJ>l iioob payroll deductions as are permitted by 
regulation& issued by the SecfCUlry of Labor under the Copeland Act (29 C1'"R. Part 3), the 
fQll amount of wages 11nd bona tide frin&e benefits (or cash c:quivalcntii lhcn:ol@ due al 
time of payment computed Pt rates not less than those contained in the Wllgc 
detamination of the Sec:retmy of Labor which i11 attached heteto 11t1d made a part hereof, 
n:gmllcss of any contractual relationship which ma.y be alleged to exist between the 
contmtor and :1uch litborers and mcclllmics. Contribution.o; or costs reasonably 
anticipated for bona .fide cru.c: bme.lits under Section 1(bX2) of the DavL~Bacon Act oo 
behalf of labarers or mechllnics are c.onsidcred wagcll paill to web laboras of 
mechanics, subject to the provisions of 29 CF'R.-5.5(aX1Xiv); al!IO, rcgulm' contnbutions 
made or costs incurred for more than a wcclcly period (buy not less oft.en than quarterly) 
wx:ler plans, funds, or propdlll, whic.li oovcr the particular weekly period, are deemed t<'I 
be con.~ctively made or .incum:d d\II'inai INCh wcckJy period. 

Such laborers aod medlani~ shall bt J>llid the appropriate wage ra1e and frlnae beoefiis 
on the classification of work. actwilly performed, without regard to skm, except ~ 
provided in 29 CFR Pan S.$(1l)(4). Laborers or mccbanics performing work in more than 
one classification may he COO'lpensated at lhe rate spco:cificd for each cl.usification for the 
lime actually worked therein: Provided, That the employer's payroll n:cordll accurately 
llCl forth the lime spent 1n each classification In which work is performed. The wage 
detennination (incJuJing any addilio!Ull clusification and wage rates conformed under 29 
CFR Pan S.5(a)(l)(ii) md the Daviii-Bacon poster (WH· 1321) sMU be posted al all times 
by contrnc1or ond its sub-contractOtll at the site of the worlc in a promlne.at and a~iblc, 
place where it can be easily ~by the workers. 

(ii) (a) Any class of labon:r.I or mechanics which Is not listed ln the wage 
detenninailon wt which is to be employed under the contract shall be classified in 
confonnance with the waeo detaminatiun. HUD shall approve an additional 
cliwiflcatlon and wage rato and llingc benefits therefore only when the following criteria 
ha.ve been met 

(1) The work tu be pafonncd by the classiticatioo requested is not performed by a 
cla..~iflcatloo in the Wllgc dctamination; and 

(2) The cla.uificatioo ii; util11.ed in the an:a by the constroction industry; and 

(3) The proposed wage rate. Including any booa fide fringe benefit-., bears a n:a&on1&blc 
relationship to the wage riues contained in the wage dctcmrirurt.ion. 

(b) If the contractor aDd tht 111borcrs and mechanics to be cmpluycd in the classification 
(if known), ur their representatives, and HUD or its desigoee agree on the cla.'1.,ification 

P. IU 
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and wage rale (including the amount designated for fringe bcncfit.s whac appropriate), a 
report of the ~ti on Uken shall be sem by llUI) or its designee k1 the Adminisll81or of lhc 
Wage and Hour Oivbdon. Employment Sundarcb Administration, U.S. DePlll'!Dlent of 
Labor. Washington, D.C. 20210. The Admlnillll'aWr, or an authorizt.d iepresentalive, will 
approve; modify, or disapprove every additional chlsslfication o.ctkm wntiln 30 days of 
n:c<:ipt and so advise mm or its dcsignee or will notify mm or lti; designee whhln the 
3CH1ay period lhlll. addiliolllll time ill DCCCllllU}'- (Approved by the Office of Management 
and .Budget under OMB control number 1215-1040.) 

(e) ln lhc event the wntraclor, the hlborcrs or mechanics to be employed In the 
classifwation or their representatives, and HUD or its designee do not agree on the 
proposed classification and wage rate (.iJJcludiug lhc: amount dcsipatcd for tinge 
heneflts. where approprialc), HUD ur its dcsignt:e sbalJ refer the questions. including the 
views of all in~tcd parti~ and the n:commcodation of HUD or its deRignee, 10 the 
Admlnistra1or for detennlnat.ioo. The Admi11i81talor ur 1n iwthuized niprecieotative, will 
iMUe a d~tion within 30 day11 of JCCCipt and so advillc HUD or its ~igneo (II' will 
notify HUD or Jts <leslgneo wicbin the 30-day period lhitl 11ddltion.al time is neceiwy. 
(Approved by the Offi~ of Mamtgemc:nt and Budget under OMB Control Number 121 S-
0140.) 

(d) The wage rate (includin& fringe benefits when: appropriate) determined pun;uant w 
suhparagrapbs (lXb) or (c) of this pangraph. llhal1 be paid to all workers perfomiing 
work in the classification und" this oontract ftom the first day on which wed is 
perf onncd in the c;la!ISificauion. 

(iii') Whenever the minimum Wll8e rate prescribed in lhci contract !Or a claa of laborers nr 
DH:Chanics includes a fringe henetlt which a not cxprcsscd as an hourly rate. the 
contractor shall either pay lhc benefit a<: stated in the ~e detetmination or !lhBll pay 
nMther bona fie.le frin&c benefit or an hourly cub equivalent thereof. 

(iv) lf 1he contractor does not make fl'Yl'llen\11 to a Crustce or other third perMn, the 
contractor may consider as part of the wages of any laborers or mechanic the amount of 
any co~ reasonably amiciplltcd in pronding bom fide ftinge benefits undet a plan or 
program. Provided, That lbe Sccrc:laQ of Labor has found, upon the written requ~t of the 
conlnlcior, that the applicable st8ndacds of th: Dllvis·Bacon Act have been md. The 
Socretary of Labor may raiWn: the contractor to set aside in a sepatatc account m1.'IC:t3 for 
the meeting of obliga1iom wu:lcr the plan or prQgratti. (Approved by the Office of 
Management and Budget under OMB Control Number 12H-0140.) 

.2. Withholding. HUD or its demgnee shaJI upon its own uclion or upon written request of 
an ~ n:p.resentative of the Depaltment of Labor wilhbold or caW1e to be withheld 
from the C(llltractcr under this contract or any other Federal cootracl. wilh lhc same prime 
contractor. or any other Fcdm.lly-assistcd contract subject to Davis-Bacon prevailing 
wage requirements, whicll is held by th&: S11InC prime contraetor so much uflhc accrued 
pa)'Dlmls or adVlll'ICCll aiJ may be CODllidcrcd J.-.cessaty to pi.y I~ llDd mechanics, 
ingluding apprentlccs, tnU1'eell "1Jd hwpcr.11 employed by the contractor ur any 
l!ubwntnctor the full amount of wngee requtml by the contract In the event of failln lu 
pay any laborer or mcrluinic, including any apprentice., lmincc or helper, employed or 
working on the site ofchc work (or Wider the United Sunes llota:lingAcl of 1937 or under 
the Housing Act of 1949 in the constnictlon or dcvelopmtnt of the project), all pan of lJu: 
wages required by contract. HUD or ltll deslgoee may, after written notice co tbe 
contractor, sponsor, appli~t, or owner, take rruch action as may be necessary to cause 
1bc suspension of any .further paymcnl, advance, or guwant4:e of iimds until such 
violations have ceased. HUD or its dcsigncc may, after wriacn notice to the contractor, 
di~bursc 11Uch an10Wlt'I withheld for llnd un AWOunt of the con~ <>r subcontactor to 
~ respective employeec tci whelm tJ,ey an: due. The Comprollers Ocnc:ral shall JDllb 
such di9bl.tt1emcnts in the case of di~ct Davis-Dae.on Act conlracU. 

P. 1 I 
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3. (i) Payrolls and basic: records. Payrolls and ba.~ic record~ relating thereto shall be 
mllintaincd by the contractor during the co~ of the work preserved fur a period of 
Lhrcc years thacaflcr for all laborer!; and mechanics working at the site of the work (or 
under the Untted States Housing Act of 1937. Or under the Housing Act of 1949. in the 
colllll.ruction or dovclopmcm of the prqicct). Such record.~ shall contnin the name, 
address, and socilll security nLDnbcr of each such worker, hLor; or her correct cltlssitication. 
hourly rates of wages psid (including nllcs of contribuiiom or costs anticipated for bona 
tide fringe benefits or "8sh ~uivalents ~of of the types dCM:Tll>cd in Section 
t(h)(2){B) of the Davis-bacon Act). l>aily and weekly number of hows worked. 
deductions made and actual wages paid. Whenevc:c the Stcrctaiy of Labor has found 
under 29 CFR S.S (aXl)(lv) that the wage11 of any labort:r or mt:ehanic include lhe 
amount of aey C(\f¢S reasonably antJcipated in providing benefits under a plan or program 
described in Section 1(b)(2)(B) of the Davis-Bacon Act. the contractor shall maintain 
records which ~ow that that commitment to provide such benefits ls enforceable, that th~ 
plan or program is financially TC!IJ>Onsiblc, and that the plan or pt'(lgrnm hllS been 
communicated in writing to the laborers or mechanic8 a!Tccted. and records which show 
the co11ts anticipated or the actual cost incurred in providing such benefits. Contractnrs 
employing apprentices or trainees under approved program.' shall maintain written 
evidence of the registmtion of apprenticeship programs and certification of trainee 
programs. the registration of the 11J1PrQlicc:s and tminees. and the ratios and wage rates 
prcscnl>ed in the applicable programs. (Approved by the Office of Management and 
Budget under OM R CMttol Numbers 1215-0140 and 1215-0017.) 

(li) (a) lhc contiactor shall isubmit weekly for each week in which MY conltllct work 
is performed a IX))>Y all payroll!! to HUD or its designee if the agency is a party IO be 
contract, but if the agcmcy is nol such a party, the oontractot will submit the payrolls to 
the applicant SpOnsor, or ownc:r, as the case may be. for trnnsmission to HUD or its 
de.'lignee. The p11yrolls submitted shlill set out accurately and completely all of the 
infonnatinn required to be maintained UDdcr 29 CFR Part 5.S (n)(3)(i). This information 
may be submitted in any CODD desired. Optional Form WH-347 ill 11vailable for this 
PWJIO!le and may be purehascd from the Superin~ndent ~f Documents (Fcdcml Stock 
Number 029-005-00014-1), U.S. Government Printing Office, Washington. DC. 20402. 
The prime contractor is ~blc for the submission of oopic:s uf payrolls by all 
subcontractors. (Approved by the Office of Management and Uudget undc:c OMB Control 
Number 1215.0149.) 

(h) &ch payroll submitted ~all be accompanied by a .. Statement of Compliance, .. signed 
by the contnlctor or subcontractor or his or her agent who pays or supervises the payment 
of the persons employed under the contract and shall (;ertify the following: 

(1) Thal lhc payroll for the payroll period contains lhe infonnation required tn be 
maintained \Dlder 29 CFR Part S.S (aX3)(1) and that such informatioo Is correct and 
C-Omplete: 

(2) That each labom' or mechanic (including each helper, apprentice, and trainee) 
C!nployed cm the contract during tb~ payroll period bas heen paid lhe full w~kly wages 
~med, wilhoul rebate. either directly or indireictly, llild that no deduction.~ have been 
made either dircetly or indirectly from the full wages cam~ other than pennissihle 
deductions as set forth Jn 29 Cl1R Part J; 

(3) 'Thal each laborer nr mechanic has been paid not ]C!IS than the applicable wage rates 
and ftinge benefits or cash equivalizts for the clas.~ificatlons of work pcrfonn.cd. a.~ 
specified in the applicable wage determination incorporated Into the contract. 

(c) The weekly submission of a properly cxc:cutc:d certification set forth on the revcr.sc 
side of Optional Form WH-347 shall satisfy the requirement for submisidnn nf the 
"Statement ofCompliimce" required by paragraph A.3.(ii)(b) oflhls section. 
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(cl) The falsification ot any ot lbc above certification! may aut!ect the contmctor or 
subcoatractor to civil or crimillal prosecution under Section 1001 of 1it1e 13 and Section 
231 of Title 31 of the United b'Ultes Code. 

(Ill) The contractor or ~bcontractor shall make 1he rcco.nls rcxiukcd UDda paragraph 
A.3.(i) of this secticn available for Inspection, copyiiis, ot 111DSOriplioJi by authorized 
~tativcs of HUD or its dcsignc:c or the Dcputmc:nt of labor, and shaJl permit such 
~tativc:t to inrc:rvicw employees during wodcing hours on th~job. lftbe coattactor 
or 91lbeontrBCIOr tails to submit the required records or to make them available, HUD ur 
its dc:sigocc llllly, a1le:r written notice to the contractor. spomor, applicant or owner, lake 
StJCh action as may be DCCCllSBIY tom cause the smpension of any fllttbet payment 
advaooe, or 1uanmtcc of funds. Furthcnnnrc, failure to Sllbmit the required rteonls upon 
request or to nallke such n:wrds available may be grounds for debanncnt action pllI!lutmt 
to 29 CFR Part S.12 • 

.f. Appreatica aad Traiaeet. 

(i) Apprentices wiJl be pmnittrd to wodc at lcs.o; than the predetem11ned nite for th~ work 
they petfoancd when they arc employed pmsuant individualJy reaisteted itt a bona fide 
apprentice.d\ip proivam .regj~ wilh 1hc U.S • .Department of Labor, Emplo}'tnent and 
Tmin1ng Adrnfnlmation, liureau of AJ)pfCDLi~ imd Training. or with a S1lll.e 
Apprenticeship Agency rec.ogol7..ed by ~ ltureau, or if a pc:oon is employed in bi." or her 
first 90 days of prob.ulnnary employm.ent as an apjR!ltice in such an appienttceship 
program. who la Mt indlvfdual/y regJslcrcd in The prognun, but who bas been cetdfied by 
the BW'CaU of Apprenticeship aod Training or a State Appn:oticcship Agency (where 
appropriate) to be ellajblc for probationary cmpluymc:nt as an mpprentice. Tho Allowable 
ntio of apprantices to joumeysneo <Wl d>e job lite in aft)' en!\ clami.fication shall not 'ho 
greater than the ratio pecmiu.e.d to thts c»n!Iaaor u lo !be entire wnrlc ~rce under tbe 
registered program. Any wnrlcer l.istecl on a payroll at an appmiticc wage r.d8. who in not 
n:gistcml or otherwise employed llS stated above, shall be paid oot less than the 
applicable W&&c 111c on the wage determination for the classiflcalion of work actually 
performed. 1n addition. my appn:nlicc perfonning work on the job sltc in exccas of the 
nmo permitted Ulder tho n:gilllcral program shall be paid not less thao tlR: applicable 
wage 1111e on die wage determin1llion for lhc work actually performed. Where a cuntnu.1or 
is pcrfonning comtr\lction on a project in a IOl:ll.lity uthcr then that in which hs proaram 
ia rceistcred, the ratios am! W18C: rated (cxpn:ued in J>Cl'"DtagCS of the journeyman's 
hourly rato) llJIC')iG.c<l in the contractor'1 or mibcontracfor's registorcd program llhall ho 
observed. Every apprentice mwt he pa.id nt nor less thim the rate 1pedtled In lhe 
rtitistered l)t08I1Ull for the llppl'Cllticc's level of progress. expressed as a pcrccnta,gc of the 
journeymen hourly rt1le spcc:ificd in the applicable wage determination. Appn:nticcs llhall 
be paid fringe benefits in 8(4:UnJ1111CC with the provisiollll of the apprenticeship program. 
IC the apprenticeship program does not spcci!y fringe benefits. apprentices must be !)Mid 
tbe fUJI QOlOUDt of tnnac benefits listed on the wage detetmi.oaticm for the applicable 
elaSlllflaulon. (f ibe AdmiDisuator dctamines that a different pracdce JRVaib for the 
applic<ihle apprenciu oiasillil'lltiun. !riogl:S shall be paid in ~ with that 
detcmWiation. In the event 1'to Bureav uf Appn:aticcsbip and Training, ot a SUllc 
Appn:nliccship Agaicy recogn17".Cd by the Dumtu. withdJllws llf'Pl'OVal of an 
11pprcnticcship program. the contracW will no longer be pcnnitted to uti li7.e apprentiCC!I 
at le&1 than lhc ~icahle predetennioed rate for the work performed untJ1 an ac:ceptable 
progr.un is approved. 

(ii) Traillees. Except u provided il'I 29 CFR S.16, tmmccs will not he perinittc:d to wodt 
Ill I~ 1ban the Jredetennlned raie for !he work pca{ozmcd un.less they are einploycll 
pw&\lall\ \l.l and iDdividually registered in a prosnm whK:b bas n:~ved prior approval, 
evidenced by fortnaJ ccrtifil.lalioa by the U.S. Department of Labor, Employmcot alld 
Training Admlnii;ttadon. 'J1ic ratio of lnlinccs to joumeymen an the job aito aball not be 
greater than Jlermitted under the plan approved by the F.mpl<1ymMt aJ)J Trainmg 
Administration. Evay trainee must be paid at not ICS111blln the rate specified in the 
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approved prognun for the trainee'$ level of pro~ expressed BS a percentage of the 
joumeyman hourly rate specified In the applicable wage determination. Trainees shall be 
pald fringe benetlu In acwrdance with the provision., of the tminees program. If the 
n!nee program does not mention fiinge benefits, trainca shill be paid the full amowit of 
fringe benefits listed on the wage dctcmi.imtion unless ~ Adminilltralor of !be W&¥e 
and Hour Division determines l.bal there is an apprcnlicc:ship program llll!l<>Cialc:d with the: 
co~nJina joumc:yman wage rate on tho wage deten:nination which provides for less 
than ii.all fringe bcnefil!I !or appn:nliccs. Any employee listed on the payroll at 11 lr8incc 
rate whu ill not rcgislc:rcd and participating in a tntinins plan approved by the 
Employment and Trainina Administration shall be paid not less than the applicable waec 
race on the waee detemiination for the work aclUally performed. Jn addition, any trainee 
pcrtbJ'Jnine work on the job site in excess of the ratio permitted UDdcr the re&istered 
pro&cam shall be paid not less than the applicable wage rate on the wnge determinatlon 
for the work act\lally performed. Jn the event the Employment nnd Training 
Administration withdraws approval of a training program, the contractor will no longer 
be pc:mllttod to utilW: trainees al less than the applicable prcdelcnnincd rate for the work 
pc:rf onnQd until ID ac.c.-cptablc program is approved. 

(iii) F.qaal employmeat oppol1llllky. 1'he utilization of apprentices, lmloees aod 
joumeyme:n under this part 9hal.l be in confonnity wilh the equal cmploymcnl opportunity 
requirements of ExccutJve Order 11246, as amended and 29 cl:R Part 30. 

5. C'..ompllance wltt. Copeland Act reqvJnmeafl. The c:onttactor shall comply with tbc 
requirements of29 CFR Patt 3 which are incorporated by reference in this contract. 

6. Subcoatnds. The contractor or subcontractor will insert in any subcontracts the 
clauses contained in 29 CFR 5.S(aXl) through (10) and 1UCh other clauses as HUP or Its 
dtsiencC may by Kpproprialc instructions require, and also a clause requiring the 
subcontractors lo include these clauses in my lower tier subcontmcts. The prime 
ooolnlclor shidl be responsible for the compliance by any subcontractor or lower tier 
subcontractor with lli.I the contract clauses in 29 CFR Part. 5.S. 

7. Cc>nlract termlaatioa; debumenL A breach of the contract clauses in 29 CFR 5.S 
may be groumlll for tenninlilion of the contract and for dcbanncnt ai; a contractor atJd a 
subcontractor fill provided in 29 CFR 5.12. 

8. Compliance with Uavft.ftacon and Rclah.-d Act Rcquircmeats. All rulinp and 
intetpi:etatlons oflhe Davis-Bacon ruid Related Acts contained in 29 CFR Pllrta I, 3, and 
5 are herein incorporated hy reference in this conunct. 

9. D&puh:s coac:erniac labor madards. Disputes arising out of the labor i;tandards 
provisions of this contract shall not be subject to the geoeral disputes clause of this 
con1nlcl Such disputes shall be re.wived in accordance with the proceJures of the: 
l>cpilrtmml of Labor set forth in 29 CFR Pans S, 6, and 7. PisputeS within the meanina 
of this elause include diiipulc:s between the contr:u:tnr (or any of i1s xubcontnictors) and 
HUD or its Jc:sienee, the: U.S. Dcpmtmcnl of Labor, or the employees or their 
representatives. 

JO. (I) Ccrclflcatiua or Eligibility. By cntcriDg into this contmct the contractor certifies 
that n~itber it (oor he or she) nor any person or fum who has an interem in the 
contracior•s flnn is a person or firm ineligible to be awarded Oovc:mmc:nl contracts by 
virtue of Section 3(o) of the Davis-Dacon Acl or 29 CFR S.12(aX1) or to be llWllldcd 
HUD <:llntracts or potdclpate In J IUD programs pursuant to 24 CFR. Pm 24. 

(JI) No part of thh; contract shall be subcontracted to any person or firm ineligible fur 
awant of a Government contract by virtue of Section 3(a) of the Davls~BllC-0.n Act or 29 
CFR 5.12(aXl) or to be awarded HUD oorrtrad.'I or participate in InJD pro~ 
pumJant to 24 CFR. Part 24. 
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(Iii) Tbc pmaJty tor lbakina false siatcmmts is prC3aibcd in the U.S. Criminal Code, 18 
U.S.C. lOOJ . Additionally, U.S. Criminal Code, Section 1010, TiUc 11, U.S.C., "Fc:dcml 
Housing Administration trarmctions", provides in pmt ''Whaever, for 1be purpo9e of .. , 
influencing in any way the action of such Administration ... makes, uacn or publishes 
any swcmeot knowtne tl1e samo to be fnlse... shall be fined not mote tbaa SS,000 or 
imprisoned DOt more than two years. or hom. .. 

11. c-plaiat., Proceed ... or Tatim•":Y by Eftlpleyca. No labo~ or ~~ to 
whom the w.ge, saJaiy, or odur labor scaodards provisiom otthiii Coallael llr1' applioablc 
11Mll be diaclwged or in ony Olher mAMet di9Crimi11~ against by the Contnetor or any 
subcontractor because such employee has filed tlf1IY complaint or inlldtuted or caused to 
be lmtitulcd Ill)' ~'"'.: or has testified or ia a about to testify in any proceeding 
under or relating tu tJic labor standanh applicable under thi.s Contract U1 hi1 employer. 

B. Contract Work lloan od s.recy Staodardl Act. As used in this puagmph, the 
tams "labon:n" and "mcclwUcs .. Include watchmen and guards. 

(l) Overtime requinm•tl. No colllractor or subcoatractor contractl11g for any part of 
the conb'llcl wcrk which may require or involve the emplayment of laboreni or mechanics 
shall require or pennit any llUCb labon:r or mechanic in all)' worlcweelc in which he or she 
~ CDQ>luyccl on web wmt lo work. in excess of eiglit houn In ariy calendar day nr In 
ClCCSS of forty hours m such wodwc:ck unless such laborer « mechanic l'e(:Cfves 
~ion at a 1'llc not km than one and one-half times the ~ie rate (If pay for all 
botm worked ii excess of cigbl boun in any calendar day or in exceu of forty houts la 
such wortcweek, whicbewt iS gn:aJa. 

(l) Vlolatto.J llaballty for t1apaicl wagce; liqaid•ted ~ In the event of MY 
vfoWl011 of the clAule tet Cordi in subpcagraph ( J of this paragaph. the cnntnctot Giid 
any mbcontractor responsible ~fore shall be liable for lhc unpaid wages. In addition, 
such contractor and suhc:orttrac10r shall be liable to the United S1a1cs (m the ca.1e ofworlc 
done under contnlct for the District of Colwnbia ot a tcaitwy, to such District or to such 
1etritory). fur liquldaled damages. Such liquidakd damages shall be computed with 
respect to each individual lahnrer or mechanic. inclOOina watchmc:n and guards. 
employed in violation of the clause set forth in &uhpan&f'8ph {I) uf lhill pmwaph. in thD 
sum ofSlO fur each llllcndar day on whJch IUclt lndivi®al was required or pcnnlUcd to 
work. iJJ l;XCWI of o¥it hours or in CIXCCSll of the &tandatd WOrkWQek C>f fo11y hoW11 

wilhoui pQ)'mc.ml of the ovc:dimc wAgca n:quircd by the cllWSC set forth in sub J>llfftll'Upb 
(J) ofthls rwaerapb. 

(3) Wllllboldlni for uap1dd w111111 ud liqaidated dam.agCJ. HUD or iis dcsipce sluill 
UJ)OR ha desl&nt't: shall upon ils own action written request of l\O aulhorWxl 
repmentatlve of 1'>e Department of Labor wil.bhold or caw;e to he withheld, from any 
money11 payable on account to work pcrfonncd by the contrncmr nr subcomract.or mder 
any such comract or any Other federal contmci with lhe same prime contract, or any other 
Fedaally-ass.isted conaact imbjeci to 11ic Con~ WOik Hours md Sllfety St.andudll Aa 
which i11 held by the 1A11DC prime coa1nctor such nm,q a.q may be J~ 11.> be 
neusa.ry to utl11fy any llabi.Jibdl of such confnlclor or suhcontr:lcitlr for unpaid wages 
and liquid:tted damages u provided in 1he c18'1.!JC sc:l fortli in subparagraph (2) of this 

~ 

(4) Sabco•trlldl. The comnctor or mbcontraaor ~I i1\dert ia amy subcootnM:Cors the 
clauses sei ronb io S\lbswaenipb (1) tmoupi (4) of this Jlll'l'81'11f!h and aJso a Clamc 
requiring the 1UhcontracUn '° ~ludo these clauses in my lower ticc subcoQUIM:CS. The 
prime "°"tcactor shall be ~bw for compliance by UJY aubc.o~ or lowa tia 
i;ubcmtractor with tho cla'QSd eot for1h io. subpangiaph.~ (!) through (4) of this 
paragraph. 
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C. Realt• and Safety 

(1) No lahorer or mechanic shall be required lO work in llUITOund.ings or under worung 
conditions which arc unsanitary, ba?ardous, ot dmiicrous to his health and safay ~ 
determined under con&truetion safety and health SW1dards promulgated by the Secretary 
of Labor by regulation, 

(l) 1'ho contractor shall comrily with Ill.I n:gulations is.~ by the Secretary of Lahor 
purmuun to ritle 29 Part 1926 (formerly part 1518) and failure lO cornply IIJll)' rault in 
imposition of sanctiom pursuant tn the Contract Worlc Houn; and Safety Sumdards Act 
~bile Law 91-54. 83 Stat 96). 

(~)The contractor shu11 include the provjeions of th.i:I Article in every subcontntct lK> that 
such provl11iontt will be binding on each i1ubconlractor. The Contractor i1hall take such 
action with re!lpect to any subcontract a.<; the Seo~tmy of Hou.cilng aod Urbftn 
Development or the Secretary of Labor AAall diJXCt as a mcani; of enforcin& web 
provisions. 

ACEPTACJON 

Esta Enmienda la accptan en todns SUS partcs Jos compcareclt:ntcs y · lo ratifican 
es11lmpMdo sus iniciales al maraen de cada uno de i;us folios y lo finnan de comWi 
aicuerdo.~~~~~~-~~~~~~·--~~~~~~~· 

0 DE W CUAJ.., Jo suseribcn en la fecba y co cl sitio mtcs indicado.-

LG. ORTIZ vt1;gz 
ALCAU>E 

MVNICJJ>lO DE SADAN.A GRANDE 

SRI.LO OJ!IClAL 

d:k1 tut-- 4--JO~ V.E6A SA~~GO 
PRESJDDIT.E 

J. VEGA SANTIAC'.0 CONTRAC'l'OR, INC. 
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