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CPA DIAZ-MARTINEZ, PSC
Certified Public Accountants & Consultants

PO BOX 8369 TEL (787) 746-0510
CAGUAS, P R 00726-8369 FAX (787) 746-0525

INDEPENDENT AUDITORS’ REPORT

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

We have audited the accompanying financial statements of the govemmental activities, each major fund, and the
aggregate remaining fund information of the Municipality of San Lorenzo, Puerto Rico (Municipality), as of and
for the year ended June 30, 2003, which collectively comprise the Municipality' basic financial statements as listed
in the Table of Contents. These financial statements are the responsibility of the Municipality’s management. Our
responsibility is to express an opinion on these basic financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Govemment Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the basic financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall basic financial stalements 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 govemmental activities, each major fund, and the aggregate remaining fund information of

the Municipality, as of June 30, 2003, and the respective changes in financial position, where applicable, thereof for

me fiscal year then ended in conformity with accounting principles generally accepted in the United States of
rica.

The accompanying Management's Discussion and Analysis and budgetary comparison information on pages X
through X and 28 and 29 are not a required part of the basic financial statements but are supplementary information
required by the Govemmental 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.

As described in Notes 1 and 14, the Municipality has implemented a new financial reporting model, as required by
GASB Statement No. 34, Basic Financial Statements-and Management’s Discussion and Analysis-for State and -
Local Governments, GASB Statement No. 37, Basic Financial Statements-and Management's Discussion and
Analysis-for State and Local Governments: Omnibus, GASB Statement No. 38, Certain Financial Statement Note
Disclosures, and GASB Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Expenditures
in Governmental Fund Financial Statements as of July 1, 2002.
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In accordance with Government Auditing Standards, we have also issued a report dated February 13, 2004 on our
consideration of the Municipality's inteal control structure over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in conjunction with this report in considering
the results of our audit.

The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Frofit 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.

00R Brs- quo?“‘ |, s
CPA DIAZ-MARTINEZ, PSC

Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2004

 194b9a2

Caguas, Puerto Rico
February 13, 2004
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MUNICIPALITY OF SAN LORENZO, PUERTO RICO

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

Management of the Municipality of San Lorenzo (Municipality) implemented Statement No. 34 (Statement) of the
Governmental Accounting Standards Board (GASB), Basic Financial Statements and Management's Discussion and
Analysis for State and Local Governments for the fiscal year ended on June 30, 2003. This Management's
Discussion and Analysis (MD&A) is prepares as a resutt of the requirements of such Statement, and it has been
designed accordingly with the following goals:

Assist the reader in focusing on significant financial issues,
e Provide an overview of the Municipality’s financial activity,
¢ |dentify changes in the Municipality’s financial position (its ability to address the next and subsequent year
challenges),
Identify any material deviations from the financial plan (the approved budget), and;
Identify individual fund issues or concems.

Since the MD8A is designed to focus on the current year activiies, resulting changes and currently known facts,
please read it in conjunction with the Municipality’s financial statements.

FINANCIAL HIGHLIGHTS

e The Municipality net assets increased by $5,870,805.

e In the fund financial statements, the governmental activities revenue decreased by $8,535 (or 2%) while
governmental activities expenditures increased $5,468,204 (or 31%).

° Thg2 General Fund (the primary operating fund) reflected, on a current financial resource basis, a decrease
of $216,586.
On a budgetary basis, actual expenditures exceeded actual revenues by $192,273.
The Municipality issued bonds amounting to $4,025,000 to finance mainly capital improvements.

Using This Annual Report

This annual report consists of a series of new financial statements with a change in the focus from previous financial
statements. The new focus is on both the Municipality as a whole (government-wide) and the major individual funds.
Both perspectives (government-wide and major fund) allow the user to address relevant questions, broaden a basis
for comparison (year to year or government to government) and enhance the Municipality’s accountability.

Government-Wide Financial Statements

The Govemment-Wide Financial Statements are designed to provide users of the financial statements with a broad
overview of the Municipality's finances in a manner similar to private-sector companies.

The Statement of Net Asset presents information on all of the Municipality’s assets and liabilities, with the difference
between both 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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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 the
Statement of Activities that will only result in cash flows in future fiscal periods. The Statement of Activities is focused
on both the gross and net cost of various activities, which are provided by the government’s general tax and other
revenues. This is intended to summarize and simplify the user's analysis of cost of various governmental services.

Fund Financial Statements

The Fund Financial Statements provide detailed information about the Municipality’s most significant funds, not the
Municipality as a whole. The Municipality has only one kind of fund which is the governmental fund.

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
Govemnment Wide Financial Statements. However, unlike the Govemment Wide Financial Statements, Government
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 is useful in evaluating the
Municipality’s near term financial 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 govemmental funds with similar information presented for
governmental activities in the government wide financial statements. By doing so, users of the basic financial
statements may better understand the long-term impact of the Municipality’s near term financial decisions. Both of
the Govemmental Fund Balance Sheet and the Govemmental Fund Statement of Revenues, Expenditures and
Changes in Fund Balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

Infrastructure Assets

Historically, a govemment's largest group of assets (infrastructure-roads, bridges, traffic signals, underground pipes
[unless associated with a utility], etc.) have not been reported nor depreciated in govemment financial statements.
GASB 34 requires that these assets be valued and reported within the Govemmental column of the Government-
Wide Statements. Additionally, the government must elect to either (a) depreciate these assets over their estimated
useful life or (b) develop a system of asset management designed to maintain the service delivery potential to near
perpetuity. If the government develops the asset management system (the modified approach) which periodically (at
least every third year), by category, measures and demonstrated its maintenance of locally established levels of
service standards, the government may record its cost of maintenance in lieu of depreciation. The information about
the condition and maintenance of condition of the government infrastructure assets should assist financial statement
users in evaluating a local government and its performance over time.

As of July 1, 2002, the Municipality commenced the reporting of infrastructure assets during the current year. The
Municipality expects to retroactively report the historical costs of infrastructure assets during the fiscal year beginning
July 1, 2003. Also, the Municipality elected to depreciate infrastructure assets instead of using the modified
approach.
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FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a govemment's financial position. The
Municipality's combined net assets (excess of assets over liabilities) totaled $18,221,019 at the end of 2003,
compared to net assets (excess of assets over liabilities) $9,598,606 at the end of the previous year.

Condensed Statement of Net Assets

June 30, 2003
Current assets $12,114,550
Capital assets 20,875.070
Total assets 32,989.620
Current liabilities 3,027,838
Noncurrent liabilities 11,740,763
Total liabilities 14,768,601
Invested in capital assets, net of related debt 14,410,070
Restricted 7,609,481
Unrestricted 3.798.532
Total net assets £18,221,019

Changes in Net Assets

The Municipality's net assets increased by $5,870,805. Approximately 26 percent of the Municipality’s total revenue
came from taxes, while 70 percent resulted from grants and contributions, including federal aid. Charges for
Services provided less than 1 percent of the total revenues. The Municipality's expenses cover a range of services.
The largest expenses were for general govemment, public works, health and welfare, sanitation and culture and
recreation. In future years, when prior-year information is available, a comparative analysis of govemment-wide data
will be presented.
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Condensed Statement of Activities
For the Fiscal Year Ended June 30, 2003

Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions

General revenues:
Property taxes
Municipal license tax
Grants and contributions not restricted to specific programs
Interest and investment eamings
Miscellaneous

Total revenues

Expense:
General government
Public safety
Public works
Culture and recreation
Health and welfare
Community development
Economic development
Interest on long-term debt
Sanitation

Total expenses
Change in net assets
Net assets, beginning of year

Net assets, end of year

$ 38400
2,636,760
673,401

3,382,938
1,533,317
12,324,303
140,584
875,825

$21.605,524

7,327,887
691,232
1,734,457
724,044
2,580,649
583,272
449,930
313,236
1,330,012

15,734,719

5,870,805
12.350214
$18.221.019



A

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2003
Page 5

FINANCIAL ANALYSIS OF THE MUNICIPALITY’S INDIVIDUAL FUNDS

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

Govemmental Funds

The focus of the Municipality’s govemmental funds is to provide information on near-term infiows, 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 govemment's net resources available for
spending at the end of the fiscal year.

As of the end of the current fiscal year, the Municipality's governmental funds reported combined ending fund
balances of $6,453,018, an increase of $715,201 in comparison with the prior year. There are resemvations of fund
balance amounting to $. 6,069,968. This is the fund balance that it is not available for new spending because it has
already been committed 1) to liquidate contracts and purchase orders of the prior fiscal year ($475,582), 2) to pay
debt service ($495,318), 3) to pay for CDBG ($2,972) to pay Loan Fund ($3,266,009) and 4) for other purposes
($1,830,087).

Within the governmental funds, it is included the general fund which is the chief operating fund of the Municipality.
As of June 30, 2003, the general fund has a fund balance of $858,632

GENERAL FUND BUDGETARY HIGHLIGHTS

During fiscal year 2003 the Municipality Council revised the Municipality’s budget using $613,289 available in the
General Fund Balance of previous years to provide services to San Lorenzo’s communities.

Actual revenues in fiscal year 2003 increased by $762,427 or 7 percent. The differences in actual versus projected
revenues were due primarily to three factors: 1) excess of contribution in lieu of tax of Puerto Rico Energy Power
Authority (PREPA) for fiscal year 2001-2002 2) excess of property tax revenues over advances from Municipal
Revenue Collection Center (CRIM) for fiscal year 2001-2002 and 3) amount transferred from Special Additional
Contribution Account (CAE).

During the year the Municipality the increased in expenditures and other financing uses over budgeted amounts is
mainly due to funds transfer to special and capital project funds.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

The Municipality's investment in capital assets as of June 30, 2003, amounts to $24,920,829, net of accumulated
depreciation of $4,045,759, leaving a net book value of $20,875,070. This investment in capital assets includes land,
buildings, improvements, equipment, infrastructure and construction in progress. Infrastructure assets are items that
are normally immovable and of value only to the state, such as roads, bridges, streets and sidewalks, drainage
systems, lighting systems, and similar items.
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The total increase in the Municipality’s investment in capital assets for the current fiscal year was $10,347,166 in
terms of net book value. Depreciation charges for the year totaled $599,830.

The Municipality finances a significant portion of its construction activities through bond issuances. The proceeds
from bond issuances designated for construction activities are committed in its entirety for such purposes and cannot
be used for any other purposes. As of June 30, 2003, the Municipality has $3,746,654 of unexpended proceeds from
bond issuances that are committed to future construction activities.

Debt Administration

The Puerto Rico Legislature has established a limitation for the issuance of general obligation municipal bonds and
notes for the payment of which the good faith, credit and taxing power of each municipality may be pledged. See
“Limitations on Ability of Municipalities to Issue General Obligation Debt-The Municipal Bonds” for a general
description of such limitations.

The applicable law also requires that in order for a municipality to be able to issue additional general obligation bonds
and notes such municipality must have sufficient “payment capacity”. Act No. 64 provides that a municipality has
sufficient “payment capacity” to incur additional general obligation debt if the deposits in such municipality’s
Redemption Fund and the annual amounts collected with respect to such municipality’s Special Additional Tax (as
defined below), as projected by GDB, will be sufficient to service to maturity the municipality’s outstanding general
obligation debt and the additional proposed general obligation debt (“Payment Capacity”).

The Municipality is required under applicable law to levy the Special Additional Tax in such amounts as shall be
required for the payment of its general obligation municipal bonds and notes. In addition, principal of and interest on
all general obligation municipal bonds and notes and on all municipal notes issued in anticipation of the issuance of
general obligation bonds issued by the Municipality constitute a first lien on the Municipality'’s Basic Tax revenues.
Accordingly, the Municipality’s Basic Tax revenues would be available to make debt service payments on general
obligation municipal bonds and notes to the extent that the Special Additional Tax levied by the Municipality, together
with moneys on deposit in the Municipality's Redemption Fund, are not sufficient to cover such debt service. It has
never been necessary to apply Basic Taxes 10 pay debt service on general obligation debt of the Municipality.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipality relies primarily on property and municipal taxes as well as federal grants to carry out the
govemmental activities. Historically, property and municipal taxes have been very predictable with increases of
approximately five percent. Federal grant revenues may vary if new grants are available but the revenue also is very
predictable.

Those factors were considered when preparing the Municipality’s budget for the 2003-2004 fiscal year.
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FINANCIAL CONTACT
The Municipality’s financial statements are designed to present users (citizens, taxpayer, customers, investors and
creditors) with a general overview of the Municipality’s finances and to demonstrate the Municipality's accountability.

If you have questions about the report or need additional financial information, contact the Municipality’s Chief
Financial Officer.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO, PUERTO RICO

STATEMENT OF NET ASSETS
JUNE 30, 2003
(GOVERNMENTAL
ACTIVITIES
ASSETS:
CREN AN TIREINEINS oo e e e D e e $ 3,526,125
LA PIBEAL RBONE.. .o rooseseestiomssimn i s s R A AR SR 4,905,216
Receivables (net):
FIODCIIERIOR ., o corle oo sesmasaxmenmnysdmersecoimm e most noen merm R e s 38,636
P ORHOPEAN CIEITUR s csimsmesionans s A ARSI SRS AR 2,300,837
OO i canminanimmin e R R R T D A I P Ao 1,343,736
Capital Assets (Note 1 & 6):
Land, Improvements, and Construction in Progress...........cuemsnssmsssmsssimsssssssesmsssisesesns 9,907,571
Other Capital Assets, [Net of DEPreCIation] .....eusmmssissmumsam ssasmsssmsasiossssssssasssssssssssstassssassanssassass 10,967,499
T CARTIR AN .ot ununsuamie e s L e e e e s cseon e 20,875,070
TOTAL ASSETS...... 32 0
LIABILITIES:
Accounts Payable and ACCIUEH EXPENSES.....c..wersmersmmssissrarsssmsssmmessissessssssessmssmessrssessassosssmsssisessis 1,617,679
Due t0 Other GOVEIMMENTAl UNIES...v..cvuermsississesmssmssisessisssmssssssenmessssnssisenssssesssessssssiasssssssssassssssssassans 38,631
DRSO OVONUR L. .o oo isinibsssmm i sy e s i 1,371,528
Long-Term Liabiliies (Note 7):
DUS W OB YRR &ccinbisicusaisiuinsssisanionsivsisiiinnsiis iinisiiessissitns s s ws et G5sa s astsrsriassndvints 2,935,198
Ditiein More hal ONe YOAT: ... i s s g e e e T s o 8.805,565
Total Liabilities 14,768,601
NET ASSETS
Invested in Capital Assets, Net 0f REIAted DEDR........ocumseisinmsmsismesenmmsessssmmssmissessisssnesssssssmmsss 14,410,070
Restricted for:
DO SN, e iesn et sesmm st e 495,318
Community DEVEIOPMENE PrOJECES.........c.ersusererecresemseermsassissssissessesssessasnsssssessssssesssiessseesssesasmesasssssas 1,818,510
LI DTN IEIN IR i e s S A i e i e 5,295,653
Unrastricted (DEBOH) ... st i s i s S gt (3,798.532)
TOTAL NET ASSETS $18,221,019

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

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

PROGRAM REVENUES
OPERATING CapraL
CHARGES FOR GRANTS AND GRANTS AND NET (EXPENSE)
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS __CONTRIBUTIONS REVENUE
Governmental Actlvities:
General Government.......ccenimmmmsnennens. $ 7,327,887 $ - 0§ 422004 § - ($ 6,905,883)
PUBIC Safely......covrerscesumsenmissnssesassssssmsesserans 691,232 - 266,406 - (424,826)
PUBlC WOTKS..........ooeeeeeeeeese e semessessnssennns 1,734,457 - 100,861 376,200 (1,257,396)
Healthand Welfare... ..o 2,580,649 - 1,169,294 - (1,411,355)
Culture and Recreation...................... 3 724,044 - - 297,201 (426,843)
SANMRAION. i nmddas sy 1,330,012 - - - (1,330,012)
Urban Development.......ccucmieccermmsnenns 449,930 - - - (449,930)
Community Development ..........ccceeeecerenncens 583,272 38,400 678,195 - 133,323
Interest on Long-Term Debt ...uecencvcccasirinnnns 313,236 - - - (313.236)
Total Governmental Activities......eesmeene: $15734719 § 38400 § 2636760 § 673401 12,386.1
General Revenues:
Taxes:
Property Taxes, levied for General PUIPOSES....cuuseieusaursssmmerainns 2,734,882
Property Taxes, levied for Debt SemVICe ..........couvuriersneramsisunens 648,056
Volume 0f BUSINESS TAXES ......cvcremmmrnirivnmssssenninsens 1,533,317
GONSILUCHON TaIBS iii i mainn i s o 600,847
Intergovemmental. o aisimminiini et 11,858,655
PBAR i e e s e e e 5,385
MisCellaneous ......cuuivmenereisnesmrensissenin 875,821
Total General REVENUBS..........cosirsissemmenemmsssmsmsssisssssenssssssasass _18.256.963
CHANGE IN NET ASSETS 5,870,805
Net Assets ~ Beginning 0f YEar........ouvmvmumsmsessmsssssmesssnsssrns 12,350,214
NET ASSETS - ENDING OF YEAR we  $18,221,019

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

BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2003

OTHER ToTAL
Loax DeBT SERVICE CDBG  GOVERNMENTAL GOVERNMENTAL
GENERAL Funp Funp Funp Funps Funps

ASSETS

Cash and Investments (Note sl sspanm $ 2515103 § - 8 w5 8 g $1,011,013 § 3526125
Cash with Fiscal AQent..........ccuuiesisnmsmsmmmssniinnes - 3,409,226 1,036,949 - 459,041 4.905,216
Receivables:
Property Taxes ‘ 20,213 - 18,423 -
FEUErAl GIANLS......ccoririmraseisssinssrorssssssnsensisessrisssamnsns - - - 2,108,093 192,744 2,300,837
DUE from OEr FUNDS ......cvunnrsseennsesssiemsmessmmssssssnses 603,405 - - - 1,122,314 1,725,719
TR S 1,167,178 3 785 : 175773 __1343.7%

Total Assels $4305500 $3400226 $1056157 $2100107 $290885 13540260
LIABILITIES AND FUND BALANCES

- 38,636

Liabilities:

Accounts Payable $ 326,148 § - §
Accrued INEerest........veemrersmeresmerssimentons - - 558,528
Due to Governmental UNits ... cerrcureneeinsennns 8,679 - - - 29,952 38,631
DU t0 OINET FUNAS .....cevrvnnsnssrecrssssersserneassmssessarsens 1,122,314 143,217 2311 119,524 338,353 1725719
Deferred Revenues:
Volume of Busingss TaX.......oseemeneersns
Local Grants .......coevieaene .
Foderal Grants..cccminmssiinisomneis

$ 170067 § 562936 § 1,069,151

1,971,528 = - - # 1,371,528
618,508 - - - - 618,598

Tolal Lighities. . i mmmimmssmisimg 3,447,267 143217 __ 560,839 2,105,130 1,130,798 7,387,251

Fund Balances:

Reserve For:
ENCUMBRBN0ES ..coi.. ciniiinmusiesniivninseionsisssassiissaissaiin 475,582 - “ ’
Capital Project .... - -

Debt Senvice...

475,582
3,266,009
495,318
2,972
1,830,087 1,830,087
— 983,050 z : - : 983,050

Total Fund Balances................uecwevcwomconre 858,632 __3266,009 495318 2077 _ 1830087 _ 6453018

TOTAL LIABILITIES AND
L T Lo — $4309809 §$3400226 §1066157 $2108102 §2960885 §13.840.260

See accompanying Notes to Basic Financial Statements.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

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

JUNE 30, 2003

Total Fund Balances - Governmental Funds (Page 13)

Amounts reported for Governmental Activities in the Statement of Net Assets (Page 11)
are different because:

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

CBDUAE ABBEIE <. oo e AR SRS

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

General (Municipal Revenue COlIECHON AGENCY) ........crmurnrmsmuscummsmisssassssaniacs
Puerto Rico Electric Power AUOTILY ... i s
FOAEral PrOGAIMS suviniisiisissisisminissisiii i e

Total Deferrod REYeNUSE..wnaswsssisiuns ssissasisssiinissssiisstissastiivissmsvsstone

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............c...oewrrieieiesis e ssissiens
Compensatad ADBBNCES. ......uiiimssiininssivsisisisimssisisissiaisiisssiomsissisisinniiass
Propefly TaX AQVANCES ....ousimmsimiiiiisimssmsivsisnisiaisissniciisimsiinmg
SOlId WaSte DISPOSAL.........cvursmermeemiersmssessisersmsssmassumssssesssssessmssesissssissmrnssnsiens
Claims and JUAGMENES ....vveuvinmmssnsmmmssimmsmssmen s

Total Long-Term Liabilties......uusemsnssmsremsrssiessemssrsmsssmassaissssmarsasessensns

Total Net Assets of Governmental Activities (Page 11)

See accompanying Notes to Basic Financial Statements,

7,278,254
842,428
1,374,859
325,222
1,920,000

$ 6,453,018

20,875,070

2,633,694

(11.740.763)
$18,221,019



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO, PUERTO RICO

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

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2003

REVENUES

Property Taxes ... R
Volume of Bumness Taxas
Federal Assistances ...

Fines and Forfeitures...
Interest

Tolal Revenues
EXPENDITURES

Current:
General Government

Public Safety

Public Works

Health Services and Weltare...

Culture and Recreation....

Sanitation........

Urban Development

Community Development ...

Capital Outlay ...

Debt Service:

Principal.

Interest and OEr Charges ........o.owowr. oo

Total Expendituras
OTHER FINANCING SOURCES (USES)

Transfers - In
Transfers - Out ........
Proceed of Bonds ........ccccuenee

PP

Total Other Financing Sources and Uses..........c.u.

Net Change in Fund Balances........cceuersmeisesenes

Fund Balance ~ Beginning, as Restated (Note 14)

Residual Equity Transfer (Note 1 K) ......coouvemme

FUND BALANCES - ENDING

Sse accompanying Notes to Basic Financial Statements.

Loan Desr Service
GENERAL Funp Funp .
$22711,949 § - § 648056 §
1,533,317 -
4,975,708 - - - 1 442.255 64!7 963
600,847 - - - - 600,847
2,185 - - - - 2,185
140,869 - - - - 140,869
5,385 - - - - 5,385
732,767 > 17 24467 __ 757,251
_10.263.027 648066 _ 548271 _ 2475322 13934676
5,470,975 15,805 - 12 576,304 6,063,096
446,261 - - . 178,161 624,422
1,359,176 743,186 - - 1,223,817 3,326,179
419,026 - - - 2,161,623 2580,64%
568,600 - - - 118,948 687,548
1,296,090 - - . 33,922 1,330,012
- - 449,930 449,930
o - 545,287 - 545,287
498,267 982,095 1.480,362
661,063 - - 661,063
: i 313.236 . - 313236
10088395 ___ 768901 __ 974200 __ 545200 _ 5724800 _18,061
- - 332,607 498,381 830,988
(830,988) . & (830,988)
—_ 4025000 -
__(830.988) _ 4,025000 332,607 . 498,381 4025000
(626,356) 3,266,009 6,364 2972 (2,751,097) (102,108)
1,184,988 788,954 4,581,184 6,555,126
300,000 —(300,000) :
§ 0858632 §3266000 § 495318 S __ 2972 § 1,830087 § 6453018
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COMMONWEALTH OF PUERTORICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2003
Net Change in Fund Balances - Total Governmental Funds (Page 15) ........cccrummssmmrsemesssssssasess ($ 102,108)

Amounts reported for Governmental Activities in the Statement of Activities (Page 12)
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:

PR R L. i s b s s et $ 4219,714
Depreciation Expense.... (599,830)
Excess of Capital Outlay over Depreclabon Experse .................................... 3,619,884

Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the funds. 324,968

Intergovernmental receivables collected after year-end, but not available soon enough to pay
current liabilities are not reported as revenues in the funds.. ... 618,598

Repayment of long-term debt principal is expenditure in the governmental funds, but the repayment
reduces Long-Term Liabiltties in the Statement of Net Assets. In the current year the
repayments Were. ........ouweeriasssiensans perme e e R 661,063

Repayment of others long-term debts 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 WeIe. ........cwuueveivinnns 153,900

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

These activities consist of:
Increase in Compensated ADSENCES ............crvvveermsesmessmssssressisssssmesssissasssssasess ($ 187,782)
Increase in Claims and JUAGMENLS..........ccucmerncissemcsirssssmsimessssessnsessnes (1,920.000)
Total Additional EXPERGHUIES .........c.eeeveruseismivmmsemsssisessissssssssssmessrsssssassnes (2,107,782

Donation of capital assets from outside parties do not provide current financial resources in
Governmental Funds are recognized based on the fair value of the donated properiy in
the Govemnment-Wide FINancial SIABMENL............useericmesinsimiaessmmsssmssesisssimssssmasssinsssmesssssasssses 6,727,282

Bond proceeds provide current financial resources to Governmental Funds but for the
Government-Wide Financial Statement is an issuance of a debt and therefore
recognized as an increase in lonG-term debl.........ciiiimeinsiese e sssssesses _{4,025,000)

Change in Net Assets of Governmental Activities (Page 12)........ccouewcuermmemmsssssemssssrsssissssssarsssns $ 5,870,805

See accompanying Notes to Basic Financial Statements,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30. 2003

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of San Lorenzo, Puerto Rico (Municipality) was
founded in the year 1775, and operates as a govemmental unit of the
Commonwealth of Puerto Rico, under the Law Number 81 of August 30,
1991, known as "Autenomy Municipelities Law of the Gommonwealth of
Puerio Rico". The govemmental system of the Municipality is composed
of the executive and legislative bodies. The Mayor is the Chief Executive
COfficer 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 Uniled 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
Govemmental Accounting Standards Board (GASE). The GASB s the
slandard-setting body for govemmental accounting and financial
reporting. The GASB periodically updates its codification of the existing
Govemmental Accounting and Financial Reporting Standards which,
along with subsequent GASB pronouncements (Stalements and
Interpretations) constitutes GAAP for govemmental units.

In June 1999, the GASB issued Statement Number 34, Basic Financial
Statements-and Management's Discussion and Analysis-lor Stale and
Local Govemments, This statement establishes new financial reporting
requirements for state and local govemments. The Municipality adopted
the provisions of GASBS No. 34 as well as other statements refered to
below as of July 1, 2002. They require new information and restructure
much of the information that govemments 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 Stalements and Interpretations
wore required to be implemented in conjunction with GASBS No. 34,
Therefore, the Municipality has implemented the following GASB
Statements in the current fiscal year. GASBS No. 37, Basic Finandial
Statements-and Management's Discussion and Analysis-for State and
Local Govemments: Omnibus, GASBS No. 38, Certain Financial
Statement Note Disclosures, and GASB Interpretation No. 6, Recognition
and Measuremen! of Cenain Liabllities and Expenditures in
Govemmental Fund Financial Statements.

The accompanying basic financial statements present the financial
position and the results of operations of the Municipality and its various
funds and fund types, and the cash flows of the proprietary funds. The
basic financial statements are presented as of June 30, 2003, and for the
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fiscal year then ended. The more significant of these accounting policies
are described below and, where appropriate, subsequent
pronouncements will be referenced.

A. Financlal Reporting Entity

The accompanying basic financial statements include all departments
and organizations units whose funds are under the custody and control of
the Municipality. In evaluating the 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 accountabla
and other organizations for which the nature and significance of their
relationship with the entity are such thal 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
accountabllity. These criteria include appainting & veling majority of an
organization's goveming body and (1) ability of the Municipality to
impose its will on that organization or (2) the potential for the organization
to provide specific financial benefits to, or impose specific financial
burdens on the Municlpality.

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

These financial statements present the respective financial position of the
govemmental activities, each major fund, and the aggregate remaining
fund information of the Munlcipality, as of June 30, 2003, and the
respective changes in financial position, where applicable, thereof for the
fiscal year then ended.

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

The govemment-wide financial statements (the Statement of Net Assets
and the Statement of Activitles) are repotted 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, regardiess 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 govemmental 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 encugh 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.

confinue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30. 2003

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

B. Measurement Focus and Basis of Accounting (continuation)

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

In applying the “susceptible to accrual" concept to intergovemmental
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 are incurred to the extent available. For the
other revenue, moneys are virtually unrestricted and are generally
revocable only for failure to comply with prescribed compliance
requirements. These resources are reflected as revenue at the time of
receipt or earlier if the susceptible to accrual criteria is met. Expenditures
are generally recorded when a liability is incurred, as under accrual
accounting. Modifications to the accrual basis of accounting include the
following:

« Employee's vested annual vacation and sick leave is recorded as
expenditure when utilized. The amount of accumulated annual
vacation and sick leave unpaid at June 30, 2003, has been
reported only in the govemment-wide financial statements.

C. Financial Statement Presentation

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

Government-wide Financial Statements

The govemment-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 govemment-wide financial statements.
Govemmental activities, which normally are supported by taxes and
intergovemmental revenues, are reported separately fro business-type
activities, which rely to a significant extent on fees and charges for
support.
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The focus of the Statement of Net Assets is designed to be similar to
bottom line results for the Municipality and its governmental activities.
This statement, for the first time, combines and consolidates
governmental fund's current financial resources (short-term spendable
resources) with capital assets and long-term obligations.

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

reported in three categories:

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

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

e  Unrestricted Net Assets — These consist of net assets which do
not meet the definition of the two preceding categories. 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 govemmental category. Non-major
funds are summarized into a single column.

Traditional users of govemmental 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
Govemmental 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 Municlpality’s actual experience
conforms to the budgeted fiscal plan.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

C. Financial Statement Presentation (continuation)

Since the governmental fund statements are presented in different
measurement focus and basis of accounting than the govemnment-wide
statemerts, 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 expendituresiexpenses
of either fund category in the govemmental 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.

Loan Fund — This is the fund used to account for the proceed
of bonds to be use for capital improvement.

Debt_Service Fund - This is used to account for the

accumulation of resources for, and the payment of long-term
debt principal and interests

CDBG Fund - This is the fund used to account for all the
transactions of the Community Development Block Grant
Program. The primarily objeciives of this program is to
development of viable communities by providing decent
housing, a suilable 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 Govemmental column in the govemment-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
of Proprietary Funds and Special Revenue Funds. Budgetary control is
legally maintained at the fund level. The budget is prepared using the
modified accrual basis of accounting with encumbrance included as
budgetary basis expenditures. The Municipality’s Budget Resolution
provides transfer authority (1) to the Mayor and the Management and
Budget Director, within and between departments and funds, as long as
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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 grart applications are accepted by the Municipality;
and (3) to the Management and Budget Director fo 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 Legislalure action is required for (1) use of the
budgeted Legislature contingency, and (2) the approval of a supplemental
appropriation(s). During the year, several supplemental appropriations
were necessary.

The budget columns (original and final budgets) of the Budgetary
Gomparison ~ 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 [o the budget, including transfers, require the approval of
the Municipal Legislature. Unencumbered appropriations lapse at the end
of the next fiscal year. The Municipality follows these procedures, in
accordance with law, in order to establish the budgetary data reflected in
the basic financial statements:

1. Prior of May 15 of each fiscal year, the Mayor submils to the
Municipal Legislafure a proposed budget for the fiscal year
commencing the following July 1 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 untl 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
presenied in the accompanying basic financial statements as
such funds are budgeted over the life of the respective grant or
project and not on an annual basis.

conlinue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

D. Budgetary Data (continuation

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

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

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

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

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

4.  Certain accrued liabilities and other debts are nat included in
the budgetary basis.

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

All encumbrance apprapriations in the operating budget lapse at the end
of the fiscal year. Property taxes callected during the current year by the
Municipal Revenue Collection Center (Fiscal Agent) are presented as
r?;?dum 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 budgsted. Also
the budget prepared for the Federal Finance Awards Programs included
in the Capital Projects and Special Revenue Funds is based on a
program pernod 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 Muncipality is responsible for investing
the available resources in certificates of deposit and other shod-term
investments. Investments are made from the available combined funds of
the Municipality and, accordingly, it is not practical to disclose
certificates of deposit and other shart-term investments individually by
fund in the combined financial stalements. Interest earned on certificates
of deposit and other short-tarm 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
Municipa Revenues Collection Center and undisbursed proceeds of
certain bonds, loans or grants which are maintained in a cash custodian

account by the Govemment 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 Govemmental
Development Bank of Puerto Rico, agency which acts as the insurer and
payer of the Municipality’s bonds and notes issued in accordance with
law.

F. Receivable

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

G. Inventories

The General, Special Revenue and Capital Project Funds, purchases
office and printing supplies, gasoline, oil and other expendable supplies
held for consumption. The cost of purchases is recorded as expenditure
in the appropriate fund and the inveniory 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. Contrbuted assets are
recorded at fair market value as of the date received. The Municipality's
capitalization levels are $500 on personal property. For improvements
other than buildings, the capital outlay must be greater than $10,000,
extend the estimated useful life for ten years, and be greater than 10% of
the original cost of the asset. Other costs incurred for repairs and
maintenance is expensed as incurred.

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

TasLe1
CAPITAL ASSETS YEARS
Buildings and site Improvements 40
Infrastructure 40
Works of art 10
Motor Vehicles, fumiture and fixtures 5
Machinery and Equipments 35




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{continuation)

l. Compensated Absences

The Munlclpality accrues accumulated unpaid vacation and sick leave
and associated employee-relaled costs when eamed (or estimated to be
eamed) by the employee. The Municipality's employees are granted 30
days of vacations and 18 days of sick leave annually. Vacations may be
accumulated up 1o a maximum of sixty (60) days and sick leave up to a
maximum of ninety (90) days. In the event of employee resignation, the
employee is paid for accumulated vacation days up to the maximum
allowed. Separation from employment prior to use of all or part of the sick
leave terminates all rights for compensation, except for employees with
ten years of service who are entitled to sick leave pay up to the maximum
allowed. The Municipality accrued a liability for compensated absences,
which meet the following criteria:

1. The Municipality'’s obligation relating to employee's
rights to receive compensation for 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 amouni 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 eamed but not taken by Municipality's
employees. For the govemment-wide statements, the current portion is
the amount estimated to be used in the following year. For the
govemmental funds siatements, all of the compensaled absences are
considered long-tern and therefore, are not a fund liability and represents
a reconciling item between the fund level and govemment-wide
presentations (see Note 7 on page 24).

The following is a summary of changes in the balance of Compensated
Absences for the fiscal year ended June 30, 2003 (Table 2).

K. Interfund Transactions

Interfund transactions are reflected as loans, reimbursements or
transfers. Loans are reported as receivables and payables as appropriate
and are subject to elimination upon consolidation. Reimbursements occur
when one fund incurs a cost, charges the appropriate benefiting fund and
reduces its related cost as a reimbursement. All other interfund
transactions are treated as transfers. Transfers betwean govemmental or
proprietary funds are netted as part of the reconciliation to the
govemment-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 presenied as
amounts due to and due from other funds. However, these
transfers and related amounts receivables and payables are
considered intenal balances and activities thal have been
eliminated in the govemment-wide financial statements.

Residual Fquity Transfers - Nonrecurring or no routine
transfers of equity between funds. During the Fiscal Year 2002-
2003 the Municipal Revenue Collection Agency, Fiscal Agent,
authorized the equity transfer from Debt Sewvice Fund to
General Fund in the amount of $300,000.

L. Reservations of Fund Balance - Govemmental Funds

The govemmental fund financial statements present fund balance
reserves for those porions of fund balance (1) not available for
appropriation for expenditures or (2) legally segregated for a specific
future use. The reserves for relaled assets such as Inventories and
prepayments are examples of the former. Reserves for encumbrances,
debt service, and other spedific purposes are examples of the latter. The
Municipality has the following reservations of fund balance:

Encumbrance — Represent future expenditures under
purchases orders, contracts and other commitments issued for

Table2
BALANCE RETIREMENTS ~ BALANCE
JuLy1, New  ANDCURRENT  JUNE 30, CURRENT  LONG-TERM
2002 ISSUES  MATURATES 2003 PORTION  PORTION

§842428  §163000 § 679428

goods and services not received at year-end. Where the
appropriations lapse at year-end these will be honored during
subsequent year. Encumbrances constitute the equivalent of
expenditures for budgetary purposes and, accordingly, are
reported with expenditures in the budgetary comparison
schedule.

J. Insurance

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

A

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

M. Claims and Judgments

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

forits payment,

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

N. Use of Estimates

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

NOTE2 CASH, CASH EQUIVALENTS
AND INVESTMENTS

NOTE3 OTHERS RECEIVABLES

As of June 30, 2003, the amount of $548,580 corresponds to an
agreement with the quasi public Corporation, P.R. Electric Power
Authority, for the revision of the “In lieu of tax” payments from prior years,
$155,665 for final liquidation of PR Electric Power Authority, and
$462,933 from revision of Intergovemmental Revenue from Municipal
Revenue Collection Center and $20,213 from others.

NOTE4 INTERFUND TRANSFER AND BALANCES
A. INTERFUND TRANSFERS

Transfers are indicative of funding for capital projects or debt service, and
subsidies of various operations. (See Table 4)

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) SOURCES

coverage, up to a maximum of $100,000 in each bank, and the

excess by collateral provided by the banks and held by the | GeneralFund Debt Service Fund oot A s
Department of the Treasury pursuant the applicable laws and sl fus) Ot Fiand - o SRR
regulations. Cash with fiscal agent is maintained in interest Total $830,988

INTERFUND TRANSFERS WITHIN THE GOVERNMENTAL FUNDS TABLE4

TRANSFER TO AMOUNT PURPOSE

bearing accounts in the Govemment Development Bank of
Puerto Rico and is not collateralized.

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

During the year, the Municipality invested its funds in interest bearing
bank accounts and short-term certificates of deposit. As June 30, 2003,
the market value of investments recorded in General Fund approximated
its carrying value as follow: (See Tabie 3)

CERTIFICATE TABLE 3

OF DEPOSIT PRINCIPAL INTEREST EXPIRATION

Issuep BY NUMBER AMOUNT RATE Date
EuroBank of Puerto Rico......... 2205003327  § 400,000 238%  07-09-03
Oriental Bank ............. - 131005980 400,000 1.01%  01-18-03
Oriental Bank ... - 131006407 __ 400000 1.01%  08-2303

B. INTERFUND RECEIVABLE AND PAYABLE BALANCES

Interfund receivables and payables at June 30, 2003 are summarized as
follows: (See Table 5)

INTERFUND INTERFUND TABLES

RECEIVABLE PAYABLE AMOUNT
General Fund Debt Service Fund $§ 23N
General Fund Other Fund 338,353
Other Fund General Fund 1,122,314
General Fund Loan Fund 143,217
General Fund CDBG 119,524
TOTAL $1.725719

NOTE5 DUETO OTHER GOVERNMENTAL UNITS

As of June 30, 2003, balance due to other govemmental units of the

The investments are included in the General Fund.

General Fund for services rendered to the Municipality, consists of the
following: (See Table 6)

TABLEG AMOUNT
Water Company $ 5,278
General Service Administration..............ouevinens 3,401

Total Due to Governmental Units ................. $ 8679

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE6 CAPITAL ASSETS

Capital Assets activities for the fiscal year ended June 30, 2003 was as
follows (See Table 7)

TABLE7 BALANCE BALANCE
JuLy 1, JunE 30,
DESCRIPTION 2002 ADDITIONS RETIREMENTS 2003
Non-Depreciable Capital Assets:
Lﬂnd $ 4.078,644 s 5,5221041 $ = $ 9|Gm1585
Construction in Progress SR 5 - 306886
Total Non-Depreciable Capital ASSBLS........cocormmsmrmssnnnss 4,078 __ 5828927 - _ 9907571
Depreciable Capital Assets:
Buildings 7,142,779 1,805,217 8,947,996
Infrastructure 2,770,289 - 2,770,289
Machinery and Equipment 1,649,299 151,814 - 1,801,113
Motor Vehicles 1,103,111 390,749 - 1,493,860
Total Depreciable Capital Assets 9,895 18 5,118,069 - _15013.258
Less Accumulated Depreciation:
Buildings (1,820,165) (181,037) - (2,001,202)
Infrastructure i (47,601) - (47,601)
Machinery and Equipment (1,167,858) (166,577) - (1,334,435)
Motor Vehicles __[(457.906) (204,615) - (662,521)
Total Accumulated Depreciation _(3445929) _ (599.830) - (4,045,759)
Total Depreciable Capital Assets (Net)............ccuuueeeinne __6,440.260 4518239 - 10,967,499
CAPITAL ASSETS, NET §10527.904 $10347166 £ -  $20.875070
Depr_eciation expenses were charged 1to  govemmental
functions/programs as follows: (See Table 8) General obligations bonds and notes payable as of June 30, 2003, are
TABLES AMOUNT comprised of the following individual issues:
General Government $ 235,106 DESCRIPTION AMOUNT
Public Safety 66,810 ;
Public Works 223,433 General Obligations Bonds:
Community Development 37,985 $1,525,000, Series 1997, for construction purposes, payable
Culture and Recreation 36,496 in semi-annual installments ranging from $20,000 to
T DRSO BSOS i § 590830 $135,000, excluding interests at8.00% until July 1, 2021........c.. $ 1,335,000
$575,000, Series 1996, for construction purposes, payable
in semi-annual installments ranging from $15,000 to
$60,000, excluding interests at 8.00% until July 1, 2015.......ccccureenne 455,000
NOTE7 GENERAL LONG-TERM DEBTS
$1,640,000, Series 1982, for construction purposes, payable
A. GENERAL OBLIGATIONS BONDS AND SPECIAL NOTES in semi-annual installments ranging from $65,000 to
PAYABLE $190,000, excluding interests at 6.36% through July 1, 2006............ 525,000
$4,025,000, Series 2003, for construction purposes, payable
The principal long-term obligations of the Municipality are general in semiannual installments ranging to $140,000 to
obligations bonds and special notes issued to finance the construction $650,000, excluding interests at 3.00%, until
and jmprovernenls of pub]fc facilities and purchaSe of equipment. The AUGUSH. 2005; (pald 1hmugh CDBG funds) ...oovnrosmmsssmssssesssmsssssnensne__3:360,000
Municipality's obligations long-term debt retirements are appropriated ;
and paid from resources accumulated in the Debt Service Fund (See TR Ot CEgasae Fonce — B2
Note 8). The special obligations long-term notes retirements are paid Speclal Obligations Notes:
through retention made by the Municipal Revenue Collection Center from $221,269, Series 1988, for operational pu ivalie
Emtlt;l.y a“rt!vvance of annual property tax and subsidy send to the i queris rlb'l saliments of $2766 ammm'mims;em at
e & 8.00%, through July 1, 2007. 44,254
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE7 GENERAL LONG-TERM DEBTS (continuation)

C. CHANGES IN GENERAL LONG-TERM DEBTS

The following is a summary of changes in longterm debts for the year
ended June 30, 2003: (See Table 11)

DESCRIPTION AMOUNT
Speclal Obligations Notes:
$300,000, Series 1987, for construction purposes, Tase 1
payable in semiannual instaliments of $15,000,
excluding interest at 8.00%, throughJuly 1, 2007....... § 60,000 | peserpmon
$550,000 Series 2000, for construction purposes, General..........
payable in annual instaliments ranging from $30,000 to Spewo oy
$130,000, excluding variable interests from 7.29% to ¥
B.00%, until July 1, 2004. ... wides 130,000 TOTAL.......

BALANCE RETREMENTS BALANCE  AMOUNTS  AMOUNTS
JuLy 1, New AND JUNE30, DUEWTHIN DUEAFTER
2002 Issues  ADJUSTMENT 2003 ONEYEAR  NexT YEAR

$ 2705000 § 4,025000 $ 455000 $ 6275000 § 295000 § 5,980,000

1,504,317 - 501,083 1,003,254 403,208 599,956

—2107.782 _ 153900 _ 4462509 _ 2236900 _ 2.225.609
46717944 §6132762 § 1109963 $1.740763 §.2335198 § 5805565

$4,100,000, Serias 1986, for operational purposes,
payable in semiannual installments ranging from
$205,000 to $264,000, excluding interests at 8.500%,
until July 1, 2016..........

Total Special Obligations NOES..........cueressmmessremressunss
Total General and Speclal Obligations

The Municipality's general obligations long-term note retirements are
appropriated and paid form resourcas accumulated in the Dabt Service
Fund (see Nole B). The special obligations long-tarm notes retirements
are paid through retention made by the Municipal Revenue Collection
Center from monthly advance of annual property tax and subsidy sent to
the Municipality.

The annual requirements to amortize the general and special obligations
outstanding as of June 30, 2003 are as follows (See Table 9):

NOTES DEBT RETIREMENT

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

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

NOTES 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, adminisiration
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 curent value at the date of the assessment.

The tax rate per annum is 8.08% for real property and 6.08% for personal
property of which 1.03% of both belong to the Commonwealth of Puerto
Rico and 7.05% and 5.05%, respectively, belongs to the Municipaiity.
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,

TaBLES
YEARENDING PRINCIPAL INTEREST TOTAL
JUNE 30, PAYNENT PAYMENT PAYMENT
2004 $ 698,208 $ 443480 $ 1,141,778
2005 601,064 419,405 1,020,469
2006 630,063 382,079 1,012,142
2007 191,063 342,802 533,865
2008 182,766 330,834 513,600
2009-2013 1,075,000 1,474,731 2,548,731
2014-2018 1,340,000 1,002,127 2432,127
2019-2023 1,430,000 632,523 2,082,523
2024-2028 —1:130.000 189,475 1319475
TOTAL 87278254 8 5307 458 £12586 710
B. OTHER LONG-TERM DEBTS
Following are the Other Long-Term Debts (See Table 10):
TABLE 10 BaLANCE RETREMENTS BALANCE
July 1, New AND JUNE 30,
DESCRIPTION 2002 ISSUES  ADJUSTMENT 2003
Property Taxes~MRBCC.... § 663453 § - 8 49020 §$ 61443
Property Taxes - Treasury. 235,585 - 32,880 202,705
Claims and Judgments....... = 1,920,000 4 1,920,000
Property Taxes — Law 146.. 557,721 - 557,721
Solid Waste Disposal.......... 397,222 - 72,000 325,222
Compensaled Absences.... 654,646 187,782 . 842428
TOTAL coevcnssnssissssennnn. $ 2508627 § 2107782 § 163900 § 4462509

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 resiricted for debt service, which is accounted for through the
debt service fund (See Note 8). 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.

24
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE9 PROPERTY TAXES (continuation)

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

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

Due to the fact that collections of property tax are applied to the advances
of property tax paid by the Municipality Revenue Collection Center, the
amortization of the advance at end of year was not available due to that is
in pracess of verification by external auditors. As of June 30, 2003, the
Debt Service Fund presented a receivable of $38,636 for the collection of
additional property taxes during the next 60 days after end of year.

NOTE 10 VOLUME OF BUSINESS TAX

The volume of business 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. 150% for financial institutions and savings and loan
associations.

b.  1.00% for saving and loan associations.
¢.  Other organizations

e 0.30% below $100,000.
0.40% $100,000 through $200,000
e 0.50% over $200,001

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

NOTE11  INTERGOVERNMENTAL REVENUES

Intergovemmental 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 govemment.

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

NOTE 12 EMPLOYEE'S RETIREMENT PLAN

The Employee's Retirement System of the Govemment 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,
Govemment Secretaries, Head of Agencies and Public Instrumentalities,
Assistants to the Govemor, the Comptroller of the Puerto Rico,
Gubematorial 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.

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

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

Law Number 305 of September 24, 1999, amendments the Act Number
447 that establish a savings program. All employees active in the system
as of December 31, 1999 may elect to transfer from define contribution
programs to the new savings program (a defined contribution plan).
Employees in the savings program may now contribute from a minimum
of 8.275% up to a maximum of 10% of their monthly salary, and will
invested in an account which will either: (a) eam a fixed rate based on the
two-year Constant Maturity Treasury Note or, (b) eam a rate equal to
75% of the retum of the System's investment porffolio (net of
management fees), or (¢) eam a combination of both alternatives.

continue
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE 12 EMPLOYEE'S RETIREMENT PLAN (continuation)

If at time of retirement accumulated benefits amount to $10,000 or less
may elect to receive a lump sum distribution up to the accumulated
benefits. Under the new program the retirement age is reduced from 65
to 60 for those employees who joined the current plan on or after April 1,
1990.

The pension benefit for participants who retire with less than 30 years of
service is computed at the rate of 1%% 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 of 9%.

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

All employees that do not elect to transfer for the new program, and who
at the time of employment are 55 years old or less are eligible to
participate in the System. Pension benefits for participants with 30 years
of service are as follows (See Table 12)

benefits, and active employees and the distribution of active employees
between vested and non-vested is not readily available.

Contributions in 2003 and prior years were made based on percentages
established by the law. Such percentage has not been based on actuarial
studies, as required by accounting principles generally accepted in the
United States of America. An actuarial compilation of the annual
contribution applicable to the Municipality has not been prepared.
Accordingly, the accounts by which the actual contributions differ from the
required actuarial contributions are not known.

The total pension expenditures recorded in the category of administration
for the Fiscal Year Ended June 30, 2003 was approximately $370,505. All
employees who at the time of employment are 55 years old or less are
eligble to participate in the System. No benefit is payable if the
participant receives a refund of his accumulated contributions.

The historical trend information regarding the accumulation of assets and
pension benefit obligation in the ERS is not available. For the ten-year
trend information, refer to the separately issued financial statements of
the ERS as of and for the fiscal year ended June 30, 2003. The P.R.
Retirement Plan Administration provides additional information of the
ERS. They issue a publicly available financial report that includes
financial statements and required supplementary information for ERS, as
a component unit of the Commonwealth of Puerto Rico. That report may
be obtained by writing to the Administration at PO Box 42003, Minillas
Station, San Juan, PR 00940.

NOTE 13 CONTINGENCIES

YeARs PARTICIPANT'S
OF SERVICE AGE
30 or more 55 or less
the employee's service period.
30 or more 58 or more
the employee’s service period.
30 or more 65 or more

April 1, 1990).

PENSION BENEFITS

65% of the average of the three years of highest salary during

75% of the average of the three years of highest salary during

75% of the average of the three years of highest salary during
the employee's service period (employees started working after

TASLETZ |\ GLAIMS AND JUDGMENTS

The Munlcipality 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

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 fo be payable in the future as a result of employee services
performed to date. The measure is intended to help users assess the
System's funding status on a going-concem basis, assess progress made
in accumulating sufficient assets to pay benefits when due, and make
comparisons among other public retirement systems. The measure is
independent of the actuarial funding method used to determine
contributions to the plan.

The membership of retirees and beneficiaries currently receiving benefits
and terminated employees entitled to benefits, but not yet receiving

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, with the exception of two (2) lawsit related to personnel
matter and back pay, to which the legal counsel has estimate a potential
loss of $1,920,000. Lawsuit of $1,270,000 is in appeal in other Court.
Accordingly, the financial statements include adjustments in Long-Term
Liabilities because will be paid with future resources if the Courts decided
in against of the Municlpality. However, it has been the Municipality’s
experience that such actions are settled for amounts substantially less
than the claimed amounts.

continue
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NOTE 13 CONTINGENCIES (continuation)
FEDERAL GRANTS

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

NOTE 14 ACCOUNTING CHANGES, CHANGES IN REPORTING
ENTITY AND RESTATEMENTS

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

GASBS No. 34 as amended by GASBS No. 37 establishes new financial
reporting standards for state and local govemments. This statement's
requirements represent a significant change in the financial reporting
mode! 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, govemments are required to report
govemment-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 reporied
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
longterm liabilites of the govemment. 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

NOTE 15 FUTURE ADOPTION OF ACCOUNTING

PRONOUNCEMENT

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

END OF NOTES

than the adoption of the above
pronouncements are also explained below.

Also, restatements were presented for prior
period adjustment of Special Revenue
Funds of the Audited Financial Statements

FUND BALANCE RESTATED

Table13

OTHER
Dest GOVERNMENTAL
SERVICE FuND Funp

as of June 30, 2002.

Table 13 reconciles the June 30, 2002
Fund Balance, as previously reported to
Beginning Fund Balance as restated, July
1, 2002

Fund Balances, as Previously Reported
June 30, 2002

Adjustments to revenues in

accordance with GAAP .........ccc.ocemmreeunns
Change in Accounting Principles:

Principal and Interest Payable ..................

Beginning Fund Balances,
as Restated, July 1, 2002............c0occoneeeee

$1,175,697

$3,377,132

1,204,052




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2003

ACTUAL AMOUNTS VARIANCE WITH
— BupGETAMOUNTS (Bungetany Basis) FiNAL BUDGET
ORIGINAL FiNAL (SEENOTEA) Posmive (NEGATIVE)
BUDGETARY FUND BALANCE, JULY 1, 2002........... $ 1.184.988 $ 1,184,988 $ 1.184.988 $o e
Resources (Inflows):
PrOpOFY Takes .. oot iami 2,271,949 2,271,949 2,271,949 -
Volume of Business TaxeS........eeren 2,685,771 2,685,771 2,113,951 (571,820)
Intergovernmental ReveNUES ........ccivmmiscssssmensrsmes 4,585,122 4,555,122 4,975,702 420,580
License and Permils....... 13,000 13,000 2,185 (10,815)
Bel: s anminsatdainisas 4,200 4,200 5,385 1,185
MISCEIENBOUS ....ovieuesmnnssriessismsss s sissimrasissesissssmsssisanss 122,100 122,100 1,173,635 1,051,535
Prior Year Allocation ...........iesimssmsessmssesssssnss - 613,289 - -
Total Resources (INloWs) ............cveememsmerammesenes _ 9652,142 _10.265.431 10 7 890,665
Amounts Available for Appropriation .........eceeeee 10,837,130 1 1 11,727,795 ___ 890,665
Charges to Appropriations (Outflows):
General Govemment 4,562,700 5,287,654 5,242,874 44,780
Public Safely .....ouuvmnssssmessemsessiens 544,285 481,609 479,976 1,633
Public Works .........ccccoserumernas 1,208,676 1,272,495 1,399,789 (127,294)
Health and Welfare ................ 419,026 419,026 419,026 -
Culture and Recreation .......... 629,643 542,853 572,916 (30,063)
BANRANON s s iisisiseisssmisisisisss 1,472,800 1,459,000 1,321,290 137,710
Capital QUHAYS......ccovrierisnremssssssssis e sssnsnsnsssensssres 470,187 458,221 1,966
Transfer to Other Funds 332,607 830,988 __(498.381)
Total Charges to Approprations.............uewsmesisnce. 9,652,142 _10.265,431 10,735,080 (469.649)
BUDGETARY FUND BALANCE, JUNE 30, 2003........ § 1,184,988 $ 1,184,988 § 992715 4 421,016

See accompanying Notes to Required Supplementary Information.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION

FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE A ___Explanation of Differences between Budgetary Inflows and Qutflows and GAAP Revenues and Expenditures

Sources/Inflows of Resources:
Actual Amounts (Budgetary Basis) “Available for Appropriation” from the

Budgetary Comparison Schedule (See Page 28).....
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. .......

Residual Equity Transfer recorded as miscellaneous revenues........

....................

Non-budgeted Revenues.

Total Revenues as Reported on the Statement of Governmental Funds Revenues,
Expenditures and Changes in Fund Balance (See Page 15)

Uses/Outflows of Resources:

Actual Amounts (Budgetary Basis) “Total Charges to Appropriation” from the
Budgetary Comparison Schedule (See Page 28)

Difference — Budget to GAAP:

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

................

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

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

for financial reporting purposes. .................

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

Expenditures and Changes in Fund Balance (See Page 15)

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

Budgetary Fund Balance, June 30, 2003 (See Page 28) S Wen .. )

Timing Differences:

Net Change in Encumbrances

........................

Non-budgetary Items

Unrestricted Fund Balance, June 30, 2003 (See Page 13)

END OF THIS SECTION
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$11,727,795

(1,184,988)
(300,000)

20.220

$10,263,027

$10,735,080

411,098

(256,795)

(830.988)

$10,058.395

$ 992,715

(217,782)
391

§ 363000
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND REPORTS REQUIRED BY GOVERNMENT AUDITING
STANDARDS AND OMB CIRCULAR A-133




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

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

FEDERAL Pass-THROUGH
FEDERAL GRANTOR / PASS THROUGH CFDA ENTITY IDENTIFYING FEDERAL
GRANTOR / PROGRAM OR CLUSTER TITLE NUMBER NUMBER EXPENDITURES
U.S. Department of Housing and Urban Development:
Direct Programs:
Section 8 Housing Choice Voucher Program ... 14.871 RQO37VO $ 661,852
Indirect Programs:
Pass-Through State — Office of the
Commissioner of Municipal Affairs
State Block Grant Program (SBGP) 14.228 02-AF-FD-58
01-FD-FC-58
00-FD-FC-58
98-FD-58
97-FD-58
96-FD-58
95-FD-58
94-AF-FD-58 545,300
Total U.S. Department of Housing and Urban Development ... 1,207,152
U.S. Department of Justice:
Public Safety Partnership and Community
Policing Grants 16.710 98,555
Local Law Enforcement Block Grant 16.592 79,606
Total U.S. Department of Justice 178,161
U.S. Federal Emergency Management Agency (FEMA):
Pass-Through Office of the Governor:
Public Assistant Grant 83.544 FEMA1136DR-PR
FEMA1247DR-PR
FEMA1396DR-PR __ 292,262
U. S. Department of Health and Human Services:
Pass Through Administration of Children and Families:
Child Care and Development Block Grant............umeenesisnns 93.575 CC-vo2 328683
TOTAL EXPENDITURES OF FEDERAL AWARDS..........cccenissane $2.006,258

The accompanying Notes to Schedule of Expenditures of Federal Awards are an integral of this Schedule.

3



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

GENERAL

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

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

FEDERAL CFDA NUMBER

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

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
subrecipient. Numbers identified as N/A are not applicable and numbers identified as N/AV are not available.
MAJOR PROGRAMS

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

END OF NOTES
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CPA DIAZ-MARTINEZ, PSC
Certified Public Accountanits & Consultants

PO BOX 8369 TEL (787) 746-0510
CAGUAS, PR 00726-8369 FAX (787) 746-0525

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

GOVERNMENT AUDITING STANDARDS

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

We have audited the basic financial statements of Municipality of San Lorenzo, Puerto Rico (Municipality) as of
and for the fiscal year ended June 30, 2003, and have issued report thereon dated February 13, 2004. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Municipality’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grants,
noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion 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 Govemment Auditing Standards.

Internal Control Over Financial Reporting

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



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

Page 2

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

/
g Koy M,,a:%, aC
CPA DIAZ-MARFINEZ, PSC
Certified Public Accountants & Consultants 1946983
License Number 12, expires on December 1, 2004

Caguas, Puerto Rico
February 13, 2004




CPA DIAZ-MARTINEZ, PSC
Certified Public Accountants & Consultants

TEL (787) 746-0510

PO BOX 8369
CAGUAS, P R 00726-8369 FAX (787) 746-0525

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

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

Compliance

We have audited the compliance of the Municipality of San Lorenzo, Puerto Rico (Municipality) with the types of
compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the fiscal year ended June 30,
2003. The Municipality’s major federal programs are identified in the summary of auditor’s results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of the Municipality’s
management. Our responsibility is to express an opinion on the Municipality’s compliance based on our audit.

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

As described in items 03-l1-01 and 03-11l-06 through 03-1-09 in the accompanying Schedule of Findings and
Questioned Costs, Municipality did not comply with requirements regarding Davis-Bacon Act and Special Test and
Provisions that are applicable to its State Block Grant Program and Section 8 Housing Choice Vouchers Program.
Compliance with such requirements is necessary, in our opinion, for Municipality to comply with the requirements
applicable to those programs.

In our opinion, except for the noncompliance described in the preceding paragraph, 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, 2003. The results of our auditing procedures also disclosed other instances of

noncompliance with those requirements, which are required to be reported in accordance with OMB Circular A-133

ggc: ";v.rhich ac;e ge”slcribed in the accompanying Schedule of Findings and Questioned Costs as items 03-11I-02 through
-111-05 and 03-1I-10.



REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133
Page 2

Internal Control Over Compliance

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

We noted certain matter involving the internal control over compliance and its operation that we consider to be
reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies
in the design or operation of the internal control over compliance that, in our judgment, could adversely affect the
Municipality's ability to administer a major federal program in accordance with applicable requirements of laws,
regulations, contracts and grants. Reportable conditions are described in the accompanying Schedule of Findings
and Questioned Costs as items 03-11l-01 through 03-111-05.

A material weakness is a condition in which the design or operation of one or more of the intemal control components
does not reduce to a relatively low level the risk that noncompliance with applicable requirements of laws,
regulations, contracts and grants that would be material in relation to a major federal program being audited may
occur and not be detected within a timely period by employees in the normal course of performing their assigned
functions. Our consideration of the intemal control over compliance would not necessarily disclose all matters in the
intemal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses. However, of the reportable conditions described
above we consider item 03-l1-01 to be material weakness.

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

PR MO wwg 2
CPA DIAZ-MAHTII@Z, PSC ’

Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2004

1945984
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Caguas, Puerto Rico
February 13, 2004
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FINDINGS AND QUESTIONED COSTS




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

SECTION | - SUMMARY OF AUDITORS' RESULTS

Financial Statements

Type of auditors’ report issued: Unqualified Opinion
[ Adverse Opinion

Internal control over financial reporting:

@ Reportable condition(s) identified? O Yes

® Material weakness(es) identified? U] Yes

Noncompliance material to financial statements noted? O Yes

Federal Awards

Internal control over major programs:

@ Reportable condition(s) identified? B4 Yes

® Material weakness (es) identified? Yes

Type of auditors’ report issued on compliance for

Major Programs: [J Unqualified Opinion

[J Qualitied Opinion
[ Disclaimer Opinion

None Reported
X No

B No

[J None Reported
O No

Xl Qualified Opinion

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

14.228 State Block Grants Program

14.871 Section 8 Housing Choice Voucher Program
Dollar threshold used to distinguish between
Type A and Type B Programs: $300,000
Auditee qualified as low-risk auditee? [ Yes & No

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

SECTION Il - FINANCIAL STATEMENT FINDINGS

NO MATTER IS REPORTED.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

SECTION Il — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING
FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE
CONDITION

CRITERIA

CAUSE

EFFECT
RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 03-111-01

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

COMPLIANCE AND INTERNAL CONTROL
DAVIS-BACON ACT

Municipality did not develop a monitoring system to ensure that contractors paid
prevailing wages payments according to Department of Labor.

Davis-Bacon Act, as amended (40 USC 276a - 276a-7). Also, the Federal Program
Manual, Phase I, Section 2, issued by the Office of Commissioner of Municipal Affairs
state similar requirements.

Municipality did not develop an adequate monitoring system to ensure contractors and
subcontractors compliance with the Act The procedures established that the
Municipality must interview the employees at the beginning, at a middle stage and at
the end of the project.

Municipality is not in compliance with Davis-Bacon Act (40 USC 276a - 276a-7).

We recommend management to develop a monitoring system that includes obtaining
prevailing wage rates from the Department of Labor, the assignment of specific
responsibility to one municipal employee to monitor contractors and subcontractors for
compliance, obtaining contractor’s payrolls and perform the interviews to contractor’s and
subcontractor's laborers accordingly to the established requirements.

None

Pending the Corrective Action Plan.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING
FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE
CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 03-1ll-02

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

COMPLIANCE AND INTERNAL CONTROL
ELIGIBILITY TEST

During our Participant Files Test we noted that five (5) participants' file did not have
evidence of the HUD-approved release and consent forms submitted by the family as
required by federal regulation.

Code of Federal Regulations, 24 CFR, Subpart F, Section 5.617 (b) stated that as a
condition of admission to, or continued occupancy of, any assisted unit, the Municipality
shall require the family head and other such family members as it designated, on 24
CFR, Subpart B, Section 5.230 (a), to execute a HUD-approved release and consent
form authorizing any depository or private source of income, or any federal, state or local
agency, to furnish or release to the Municipality and to HUD such information as the
Municipality and HUD determines to be necessary. Also it is stated on 24 CFR, Subpart
K, Section 982.516 (g).

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

Municipality is not in compliance with 24 CFR, Subpart F, Section 5.617(b); Subpart B,
Section 5.230(a); and Subpart K, Section 982.516 (g).

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

None

Pending the Corrective Action Plan.

continue
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

SECTION lIl - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING
FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE
CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 03-111-03

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

COMPLIANCE AND INTERNAL CONTROL
ELIGIBILITY TEST

During our Participant Files Test we noted that tenants’ file does not contained the third
parties verifications regarding the family income and the family composition.

Code of Federal Regulations, 24 CFR, Subpart K, Section 982.516 (a)(2) stated that the
Municipality must obtain and document in the tenants’ file third party verification of the
following factors, or must document in the tenant file why third party verification was not
available: (i) reported family annual income, (ii) the value of assets, (iii} expenses related
to deductions from annual income and (iv) other factors that affect the determination of
adjusted income.

Municipality does not maintain tenants’ files as required by federal regulations in order
to verify the information provided by the applicant or participants regarding the family
income and the family composition.

Municipality is not in compliance with 24 CFR, Subpart K, Section 982.516 (a)(2).

We recommend management to implement the necessary procedures in order to comply
with program regulations.

None

Pending the Corrective Action Plan,

continue
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

SECTION lIl - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING
FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE
CONDITION

CRITERIA

CAUSE

EFFECT
RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 03-I1l-04

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

COMPLIANCE AND INTERNAL CONTROL

ELIGIBILITY TEST

During our Participant Files Test we noted that two (2) tenants’ file does not contained
evidence of unit's property deeds. Also we notice that in four (4) tenants’ file the

proprietor's name mentioned at the property deeds was different from those who were
received the HAP payment.

Code of Federal Regulations, 24 CFR, Subpart G, Section 982.306 (d) stated that the
Municipality must not approve a unit if the owner is the parent, child, grandparent,
grandchild, sister, or brother of any member of the family.

Municipality does not implement procedures that guarantee that the family does not
own nor has any interest in the unit.

Municipality is not in compliance with 24 CFR, Subpart G, Section 982.306 (d).

We recommend management to implement the necessary procedures in order to comply
with program regulations.

None

Pending the Corrective Action Plan.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING
FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE
CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 03-1ll-05

STATE BLOCK GRANT PROGRAM (CFDA NO. 14.228)
U.S. 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 $10,000 used by the Municipality did not
contain the clauses detailed for compliance with the provisions for suspension and
debarment, Davis-Bacon Act, contract work hours and safety standards; and compliance
with Executive Order 11246 EEQ, Clear Air and Clear Water Act Energy Policy and
Conservation Act for contracts over $100,000, as required by the program regulation.

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

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

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

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

None

Pending the Corrective Action Plan.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 2003

SECTION IIl — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING
FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE
CONDITION

CRITERIA

CAUSE

EFFECT
RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 03-11i-06

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

COMPLIANCE
SPECIAL TESTS AND PROVISIONS

During our waiting list test we noted that the list did not contain the required information
1o assure that the selection of new tenants admitted to the program where in accordance
with the Public Housing Agency tenant selection policies.

Code of Federal Regulations, 24 CFR, Subpart E, Section 982.204 (b) stated that the
waiting list that the Municipality maintains must contain the following information for
each applicant listed: applicant name, family unit size, date and time of application,
qualification for any ranking preference or local preference and racial or ethnic
designation of the head of household.

Municipality does not maintain the complete information on the waiting list and does not
guarantee the correct selection of the applicants.

Municipality is not in compliance with 24 CFR, Subpart E, Section 982.204 (b).

We recommend management to revise the waiting list and complete it according to
regulation.

None
Pending the Corrective Action Plan.
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CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 03-11i-07

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

COMPLIANCE
SPECIAL TESTS AND PROVISIONS

During our Participant Files Test we noted that six (6) participants’ file do not have a unit
inspection report.

Code of Federal Regulations, 24 CFR, Subpart D, Section 982.158 (a) stated that the
Municipality must maintain complete and accurate accounts and other records for the
program in accordance with HUD requirements. Also 24 CFR, Subpart D, Section
982.158 (d) stated that the Municipality must prepare unit inspection reports.

Municipality does not prepare an inspection report in order to document the required
annual Housing Quality Standards Inspections and quality control re-inspections.

Municipality is not in compliance with 24 CFR, Subpart D, Section 982.158 (a) and
Section 982.158 (d).

We recommend management to document the Housing Quality Standards Inspections as
established under federal regulation.

None

Pending the Corrective Action Plan.
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SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING
FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE
CONDITION

CRITERIA

CAUSE

EFFECT
RECOMMENDATION

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 03-111-08

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

COMPLIANCE
SPECIAL TESTS AND PROVISIONS

During our verification of units with failed Housing Quality Standards Inspections we
noticed that the Municipality does not establish the correction period in the document
submitted to the person responsible for the repairs in four (4) participant's files. Also, we
noticed that in one (1) participant's files was no evidence of an unit inspection report or
other verification documenting that any PHA required repairs were completed.

Code of Federal Regulations, 24 CFR, Subpart |, Section 982.404 stated that the
Municipality must not make any housing assistance payments for a dwelling unit that
fails to meet the Housing Quality Standards, unless the responsible person (owner
and/or participant) correct the defect within the period specified by the Municipality and
the Municipality verifies the correction.

Municipality does not specified the times frames for the correction of the deficiencies,
also the entity does not verified the correction of the Housing Quality Standards
deficiencies; therefore, the Municipality fails to take prompt and vigorous action to
enforce the owner and/or participants obligations.

Municipality is not in compliance with 24 CFR, Subpart |, Section 982.404.

We recommend to management to implement internal control procedures to establish a
correction time period to assure that the units Housing Quality Standards deficiencies
were corrected during the specified period established by the federal regulation.

None

Pending the Corrective Action Plan.
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NUMBER 03-111-09

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

COMPLIANCE

SPECIAL TESTS AND PROVISIONS

During our Participant Files Test we noted in two (2) participants’ file that the unit failed
the initial inspection and the participants occupied the unit although the unit does not
satisfy the Housing Quality Standards.

Code of Federal Regulations, 24 CFR, Subpart D, Section 982.405 (a) stated that the
Municipality must inspect the unit leased to a family prior to the initial term of the lease.
Also. Code of Federal Regulations, 24 CFR, Subpart D, Section 982.305 (b)(1)(l) stated
that before the beginning of the initial term of the lease the Municipality must inspect the
unit to determine that the unit satisfy the Housing Quality Standards.

Municipality does not conduct initial inspections as required by the federal regulation.

Municipality is not in compliance with 24 CFR, Subpart D, Section 982.405 (a) and
Section 982.305 (b)(1)(1).

We recommend management to conduct the Housing Quality Standards Inspections as
established under federal regulation.

None

Pending the Corrective Action Plan.
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NUMBER 03-lll-10
STATE BLOCK GRANT PROGRAM (CFDA NO. 14.228)
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS-THROUGH STATE - OFFICE OF COMMISSIONER OF MUNICIPAL AFFAIRS
COMPLIANCE
SPECIAL TESTS AND PROVISIONS

During our Participant Files Test of Housing Rehabilitation, we noticed that five (5)
participant files did not have an initial (preliminary) unit inspection.

The Operational Guide of Housing Rehabilitation provided by the Office of Commissioner
of Municipal Affairs, the pass-through entity, stated that the Municipality has to conduct
an initial unit inspection to determined if the unit is eligible to be rehabilitate under the
criteria of the program.

Municipality did not conduct an initial unit inspection in order to document if the
participant unit is eligible to be rehabilitated under the Housing Rehabilitation criteria.

Municipality is not in compliance with the Operational Guide of Housing Rehabilitation
provided by the Office of Commissioner of Municipal Affairs.

We recommend management to implement adequate procedures in order to comply with
this pass-through entity requirement.

None

Pending the Corrective Action Plan.

END OF SCHEDULE
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(1) Audit Findings that have been Fully Corrected:

FISCAL YEAR 2002

Finding Number 02-11-01 Allowed Cost/ Cost Principles
Municipality did not maintain adequate control over the record keeping of documents that
justify the disbursement.

CFDA Number 14,228

Questioned Cost None

Auditee Comments System and procedures are corrected.

Finding Number 02-11i-06 Equipment and Real Property Management
Municipality does not maintain an appropriate real property record as required by federal
regulation.

CFDA Number 14.228

Questioned Cost None

Auditee Comments System and procedures are corrected.

Finding Number 02-l1-08 Reporting
Municipality does not maintain complete and accurate accounts and other records for the
program.

CFDA Number 14.871

Questioned Cost None

Auditee Comments System and procedures are corrected.

FISCAL YEAR 2001

Finding Number 0141101 Allowed Cost/ Cost Principles
Municipality did not maintain adequate control over the record keeping of documents that
justify the disbursement.

CFDA Number 14.228

Questioned Cost None

Auditee Comments System and procedures are corrected.

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

Finding Number 01108 Equipment and Real Property Management
Municipality did not maintain appropriate real property records.
CFDA Number 14,228
Questioned Cost None
Auditee Comments System and procedures are corrected.
Finding Number 01-lll-12 Reporting
Municipality did not update with parficipant’s current information the Family reports.
CFDA Number 14.855-14.857
Questioned Cost None
Auditee Comments System and procedures are corrected.
FISCAL YEAR 2000
Finding Number 00-11-02 Allowed Cost/ Cost Principles
Control over the record keeping of documenis that justify the disbursement.
CFDA Number 14.228
Questioned Cost None
Auditee Comments Systern and procedures are corrected.
Finding Number 00-llI-11 Procurement Standards
No evidance for at least three qualified quotations or formal bid.
CFDA Number 14.228, 83.544 |
Questioned Cost None
Auditee Comments System and procedures are corrected. |
FISCAL YEAR 1999
Finding Number 96-111-05 Reporting f
Municipality did not maintain a curent and complete general ledger.
CFDA Number 14.855 - 14.857
83.544
Questioned Cost None
Auditee Comments System and procedures are corrected.

continue
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(2) Audit Findings not Corrected or Partially Corrected:

FISCAL YEAR 2002

Finding Number 021102 Davis- Bacon Act
Municipality did not develop a monitoring system to the contractors.

CFDA Number 14.288

Questioned Cost None

Auditee Comments We will develop the monitoring system and assign to an employee the responsibility to
obtaining contractors payrolls and perform the interviews in accordance with this
requirement.

Finding Number 02-111-03 Eligibility
HUD- approved release and consent forms submitted by the family.

CFDA Number 14.871

Questioned Cost None

Auditee Comments Mayor gave instruction to Section 8 Coordinator to obtain the HUD-approved release and
consent forms.

Finding Number 02-11-04 Eligibility
No third party verification regarding family income and composition of the tenant's files.

CFDA Number 14.871

Questioned Cost None

Auditee Comments Mayor gave instruction to Section 8 Coordinator to perform the third party verification
regarding family income and composition.

Finding Number 02-111-05 Eligibility
Tenant files did not contain any evidence of the deeds to the property.

CFDA Number 14.871

Questioned Cost None

Auditee Comments Mayor gave instruction to Section 8 Coordinator to obtain the deeds of the property's owners.

Finding Number 02-I1-07 Procurement Standards
Missing contracts’ clauses.

CFDA Number 14.228

Questioned Cost None

Auditee Comments Instruction were given to Federal Program Director to update contract model according with

the federal requirements.

continue
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(2) Audit Findings not Corrected or Partially Corrected: (continuation)

Finding Number 02-111-09 Special Test and Provisions
Missing initial (preliminary) unit inspection,

CFDA Number 14.228

Questioned Cost None

Auditee Comments Instruction were given to Section 8 Coordinator to updale participant files with initial
inspection report.

Finding Number 02410 Special Test and Provisions
The waiting list did not contain the required information to assure compliance with selection
policies.

CFDA Number 14.871

Questioned Cost None

Auditee Comments Instruction was given to Section 8 Coordinator to revise the waiting list and complete it in
accordance to regulation.

Finding Number 02-l1-11 Special Test and Provisions
No svidences of the determination of reasonableness of rent payment.

CFDA Number 14.871

Questioned Cost None

Auditee Comments Instruction was gven to Section 8 Coordinator to document the determination of rent
payment.

Finding Number 021112 Special Test and Provisions
Participant files did not have a unit inspection report.

CFDA Number 14.871

Questioned Cost None

Auditee Comments Instruction was given to Section 8 Coordinator to update participant files with inspection
report.

Finding Number 02-11-13 Special Test and Provisions
No documentation of the correction period for the repairs.

CFDA Number 14.871

Questioned Cost None

Auditee Comments

Instruction was given to Section 8 Coordinator to document the correction period for the
repairs,

continue
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(2) Audit Findings not Corrected or Partially Corrected: (continuation)

Finding Number 02-li-14 Special Test and Provisions
No evidence of an initial unit inspection report. Also, no evidence of the initial inspection and
occupation the unit without satisfy of the Housing Quality Standards.

CFDA Number 14.871
Questioned Cost None
Auditee Comments Instruction was given to Section 8 Coordinator to document initial unit inspection report and
compliance with Housing Quality Standards before occupation of the unit.
FISCAL YEAR 2001
Finding Number 01-H1-02 Allowable Cost/ Cost Principles
Missing documents that justify the disbursement.
CFDA Number 83.544
Questioned Cost $3,570
Auditee Comments Pending of final determination of questioned costs.
Finding Number 01-ili-04 Davis-Bacon Act
Municipality did not develop a monitoring system to the contractors.
CFDA Number 14.228
Questioned Cost None
Auditee Comments See Finding Number 02-111-02.
Finding Number 01-111-05 Eligibility
HUD- approved release and consent forms submitted by the family.
CFDA Number 14.855 - 14.857
Questioned Cost None
Auditee Comments See Finding Number 02-111-03.
Finding Number 01-11l-06 Eligibility
No third party verification regarding family income and composition of the tenant's files.
CFDA Number 14.855 - 14.857
Questioned Cost None
Auditee Comments See Finding Number 02-1l1-04.
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(2) Audit Findings not Corrected or Partially Corrected: (continuation)

Finding Number o111 Procurement Standards
Missing contracts’ clauses.
CFDA Number 14.228
Questioned Cost None
Auditee Comments See Finding Number 02-11-07.
Finding Number 01115 Special Test and Provisions
Participant files did not have a unit inspection report. No documentation of the correction
period for the repairs.
CFDA Number 14.855- 14.857
Questioned Cost None
Auditee Comments See Finding Numbers 02-111-09 and 02-1I-13.
Finding Number 01-1l-16 Special Test and Provisions
Participant’s files did not have a unit inspection report.
CFDA Number 14.855-14.857
Questioned Cost None
Auditee Comments See Finding Number 02-111-09.
Finding Number 0117 Special Test and Provisions
The waiting list did not contain the required information to assure compliance with selection
policies.
CFDA Number 14.855-14.857
|
Questioned Cost None |
Auditee Comments See Finding Number 02-11[-10.
Finding Number 01-I-19 Special Test and Provisions
Participant files did not have the initial (preliminary) unit inspection.
CFDA Number 14.228
Questioned Cost None
Auditee Comments See Finding Number 02-111-09.
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(2) Audit Findings not Corrected or Partially Corrected: (continuation)

FISCAL YEAR 2000
Finding Number 00-111-05 Allowed Cost - Cost Principles
Municipality did not maintain adequate control over the record keeping of documents that
justify the disbursement.
CFDA Number 83.544
Questioned Cost $31,800
Auditee Comments Pending of final determination of questioned costs.
Finding Number 00-111-08 Davis-Bacon Act
Municipality did not develop a monitoring system to the contractors.
CFDA Number 14.228
Questioned Cost None
Auditee Comments See Finding Number 02-111-02.
Finding Number 00-11-09 Eligibility Test
HUD- approved release and consent forms submitted by the family.
CFDA Number 14.855-14.857
Questioned Cost None
Auditee Comments See Finding Number 02-11-03.
Finding Number 00-ll-10 Procurement Standards
Missing contracts’ clauses.
CFDA Number 14.228
Questioned Cost None
Auditee Comments See Finding Number 02-11I-07.
Finding Number 00-l1l-13 Special Test and Provisions
The waiting list did not contain the required information to assure compliance with selection
policies.
CFDA Number 14.855-14.857
Questioned Cost None
Auditee Comments See Finding Number 02-111-10.
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(2) Audit Findings not Corrected or Partially Corrected: (continuation)

@

@)

Finding Number

CFDA Number
Questioned Cost
Auditee Comments

FISCAL YEAR 1999
Finding Number

CFDA Number
Questioned Cost
Auditee Comments

Finding Number

CFDA Number
Questioned Cost
Auditee Comments

01-li-19

14.855-14.857

None

99-1l-02

14.228

None

99-1l-04

14.228

None

Special Test and Provisions
Participants' files did not have a unit inspection report.

See Finding Number 02-111-09.

Davis-Bacon Act
Municipality did not develop a monitoring system to the contractors.

See Finding Number 02-11i-02.

Procurement Standards
Missing contracts’ clauses.

See Finding Number 02-111-07.

Corrective action taken is significantly different from corrective action previously reported:

NONE

Audit findings is no longer valid:

FISCAL YEAR 2000
Finding Number

CFDA Number
Questioned Cost
Auditee Comments

00-111-01

83.544
None

Activities Allowed or Unallowed- Allowed Cost
Municipality files by project (DSR) were not maintained as required by the Office of
Governor Authorized Representative,

More than two (2) years are past without final determination of GAR.

END OF SCHEDULE
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