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CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 

PO ROX R'\69 
CAGUAS. PR 0071Cl X16~ 

INDEPENDENT AUDITORS' REPORT 

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

TEL l7l<717-16-0:'i Ill 
FAX (71n\ 7-ICl-O:i~:'i 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Municipality of San Lorenzo, Puerto Rico (Municipality), as of and 
for the fiscal year ended June 30, 2004, which collectively comprise the Municipality's basic financial statements as 
listed in the Table of Contents. These financial statements are the responsibility of the Municipality's management. 
Our responsibility is to express an opinion on these basic combined financial statements based on our audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of 
the Municipality, as of June 30, 2004, and the respective changes in financial position, for the fiscal year then ended 
in conformity with accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated December 17, 2004 on 
our consideration of the Municipality's internal control over financial reporting on our test of its compliance with 
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report 
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on the internal contra over financial reporting or on compliance. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be 
considered in assessing the results of our audit. 

The Managemenf s Discussion and Analysis and budgetary comparison information on pages 4 through 13, and 31 
and 32, are not a required part of the basic financial statements but are supplementary information required by 
accounting principles generally accepted in the United States of America. We have applied certain limited 
procedures, which consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information. However, we did not audit the information and express no 
opinion on it. 
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the Municipality's basic financial statements. The accompanying Schedule of Expenditures of Federal Awards is 
presented for purposes of addltional analysis as required by U.S. Office of Management and Budget Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements 
taken as a whole. 

~;Jt1 A)it~ -%~ <?sc 
CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2007 

Caguas, Puerto Rico 
December 17, 2004 

\ . , 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

Management of the Municipality of San Lorenzo (Municipality} implemented Statement No. 34 (Statement} of the 
Governmental Accounting Standards Board (GASS}, Basic Financial Statements and Managemenfs Discussion and 
Analysis for State and Local Governments for the fiscal year ended on June 30, 2004. This Managemenfs 
Discussion and Analysis (MD&A} is prepares as a result 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, 
• Provide an overview of the Municipality's financial activity, 
• Identify 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 concerns. 

Since the MD&A is designed to focus on the current year activities, resulting changes and currently known facts, 
please read it in conjunction with the Municipality's financial statements. 

FINANCIAL HIGHLIGHTS 

• The Municipality's total net assets for 2003 was $18,221,019 and for 2004 ls $22,380,952, an increase of 
$4, 138,882. The key factor in this increase was additional revenues that were restricted by the Municipality 
for capital projects. 

• The total of net assets is made up of $18,296,252 in capital assets net of related debt, and 4.084,000 in 
other net assets. 

• As of the close of the current fiscal year, the Municipality's Governmental Fund reported combined ending 
fund balance of $6,519,359, an increase of $66,341 in comparison with the prior year. 

• The unreserved fund balance of the General Fund reflected a decrease of $1,331,561 in comparison with 
the prior year. This decrease is attribute to payments of claims with current resources. The Municipality 
issued a general obligation bond to finance the amount of $1,915,000 for the lawsuit that was paid during 
this and next fiscal years. 

• On a budgetary basis, actual expenditures exceed actual revenues by $544,038. 

USING THIS ANNUAL REPORT 

This annual report consists of three components: 

• Managemenfs Discussion and Analysis (this section), 
• Basic Financial Statements 
• Required Supplementary Information. 

The Basic Financial Statements include two kinds of statements that present different views of the Municipality as 
follow: 
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Government-wide Statements (Reporting the Municipality as Whole) 

The Statement of Net Assets and Statement of Activities are two financial statements that report information about 
the Municipality, as a whole, and about Its activities similar to a private--sector business. These statements provide 
both short-term and long-term information about the Municipality's economic condition at the end of the fiscal year. 
These statements include all assets and liabilities using the accrual basis of accounting. The current year's revenues 
and expenses are taken into account regardless of when cash is received or paid. The government-wide financial 
statements include two statements: 

The Statement of Net Assets presents all the Municipality's assets and liabilities, with the difference between the two 
reported as 0net assets"'. Over time, increases and decreases in net assets is an indicator of whether the 
Municipality's financial position is improving or deteriorating. 

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

Fund Financial Statements (Reporting the Municipality's Major Funds) 

Traditional users of governmental financial statements will find the Fund Financial Statements presentation more 
familiar. The focus is on Major Funds, rather than (the previous financial reporting model's) fund types. The Major 
Fund presentation is presented on a sources and uses of liquid resources basis. This is the manner in which the 
financial plan (the budget) is typically developed. The fund financial statements provide detailed information about the 
Major Individual Funds. A fund is a fiscal and accounting entity with a self-balancing set of accounts the Municipality 
uses to keep track of specific sources of funding and spending for a particular purpose. The Municipality's funds are 
all included in Governmental Funds. The flow and availability of liquid resources is a clear and appropriate focus of 
any analysis of a government. Funds are established for various purposes and the Fund Financial Statements allows 
the demonstration of sources and uses and/or budgeting compliance associated therewith. 

Governmental Funds - the entire Municipality's basic service are reported in the governmental funds, which focus in 
how money flows into out of those funds and the balances left at year-end that are available for future spending. 
Consequently, the governmental fund financial statements provide a detailed short-term view of the Municipality 
general information, general operation and the basis service it provides. Governmental fund information helps 
determine whether there are more or fewer financial resources that can be spent in the near future to finance the 
Municipality's programs. 

These funds are reported using modified accrual basis of accounting, which measures cash and all other financial 
assets that can readily be converted to cash. Under this method, revenues are recognized when measurable and 
available. Expenditures and generally recognized when the related fund liability is incurred. This is the manner in 
which these funds are normally budgeted. 
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Since the governmental fund statements (current financial resources) are presented on a different measurement 
focus and basis of accounting than governmental-wide statements (total economic resources), a reconciliation of the 
differences are reflected on the page following each statement. The flow of current financial resources will reflect 
bond proceeds and interfund transfers as other financing sources as well as capital expenditures and bond principal 
payments as expenditures. The reconciliation will eliminate these transactions and incorporate the capital assets and 
long-term obligation (bonds and others) into the Governmental Activities column (in the Government-Wide 
Statements). 

Notes to the Financial Statements 

The notes provide additional information that is essential to a full understanding of the data provided in the 
Government-Wide and Fund Financial Statements. The notes to the financial statements can be found on pages 20 
to 30 of this report. 

Infrastructure Assets 

Historically, a govemmenfs largest group of assets (infrastructure-roads, bridges, traffic signals, underground pipes 
[unless associated with a utility], etc.) have not been reported nor depreciated in government financial statements. 
GASB 34 requires that these assets be valued and reported in 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 the current year infrastructure assets. 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 

Assets may serve over time as a useful indicator of a govemmenf s financial position. The Municipallty's combined 
net assets (excess of assets over liabilities) totaled $22,359,900 at the end of 2004, compared to net assets (excess 
of assets over liabilities) $18,221 ,019 at the end of the previous year. 

Condensed Statement of Net Assets 
June 30, 

Current assets 
Capital assets 

Total assets 

Current liabilities 
Noncurrent liabilities 

Total liabilities 

Invested in capital assets, net of related debt 
Restricted 
Unrestricted 

Total net assets 

7 

2.00! 20.0.3 
$11,489,470 $12,114,550 

24.321.952 20.875.070 

35.811.022 32.989.620 

3,135,668 3,027,838 
10.315.454 11.740.763 

13.451.122 14.768.601 

18,296,952 14,410,070 
8,837,589 7,609,481 

{4.77 4.641) (3. 798.532) 

$221~5919QO Sl.B.221.Ql~ 
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The Municipality's total net assets increase by $4, 159,933. The key factor In this Increase was revenues received 
from prior year collections of the Municipal Revenue Collection Center and the Puerto Rico Bectric Power Authority 
that were restricted by the Municipality for capital projects and approval of operating and capital grants by the State 
legislature. Also there was an increase in revenues of $688,833 levied from construction taxes. 
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Changes in Net Assets 

Approximately 38 percent of the Municipality's total revenue came from taxes, while 62 percent resulted from grants 
and contributions, including federal aid. The Municipality's expenses cover a range of services. The largest 
expenses were for general government, public works, health and welfare, sanitation and culture and recreation. 

Condensed Statement of Activities 
June 30, 2004 

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 earnings 
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 

9 

2.QQ! 2003 

$ $38,400 
3,934,297 2,636,760 
2,920,479 673,401 

4,034,144 3,382,938 
2,996,074 2,134,164 
4,199,718 11,723,456 

125,945 140,584 
316.053 875.825 

$18.526.710 $21.605.524 

8,113,405 7,327,887 
670,484 691,232 

1,330,921 1,734,457 
606,004 724,044 

1,314,612 2,580,649 
507,936 583,272 

449,930 
391,240 313,236 

1.453.226 1.330.012 

14.387.828 15.734.719 

4,138,882 5,870,805 

18.221.018 12.350.214 

122.~os.~go ~;1.~.221,01~ 
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Operating and capital grant Increased by $3,544,615. This increase is the result of local grants approved by the state 
legislature. 

RNANCIAL 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. 

Governmental Funds 

The focus of the Municipality's governmental funds Is to provide Information on near-term inflows, outflows, and 
balances of spendable resources. Such information is useful in assessing the Municipality's financing requirements. 
In particular, unreserved fund balance may serve as a useful measure of a govemmenf 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 $6,519,359, an increase of $66,341 in comparison with the prior year. There are reservations of fund 
balance amounting to $7,542,973. 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 $539,427, 2) to pay debt 
service $790,221, 3) to pay for CDBG 296, 180 to pay Loan Funds $1 1558,0671 $21472,511 for state assignment and 
4) for other purposes $1,886,567. 

Within the governmental funds, it is Included the general fund which is the chief operating fund of the Municipality. 
As of June 30, 2004, the general fund has a fund balance of $(1,023,614). This decrease is attributed to payments of 
claims with current resources. The Municipality issued a general obligation bond to finance the amount of $1,915,000 
for the lawsuit that was paid during this and next fiscal years. 
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The following schedule presents a summary of revenues and other financing sources, expenditures and other 
financing uses, and the net increase or decrease in fund balances for each of the major governmental funds for the 
fiscal year ended June 30, 2004. 

Revenues and Expenditures and Net Increase 
Other Financing Other Financing (Decrease) in 

Major Governmental Funds Sources Uses Fund Balance 

General Fund $11,226,44 7 $12,569,266 $(1,342,819) 
Loan Fund 1,707,892 (1,707,892) 
Debt Services Fund 1,387,207 1,092,304 294,903 
CDBG Fund 1,319,193 1,025,985 293,208 
State Assignment Fund 2,920,479 1,110,884 1,809,595 
Other Fund 4.421.108 3.701.712 719.396 

Total $21.274.434 $21,208.043 $ 66,341 

General Fund Budgetary Highlights 

Differences between the original budget and the final amended budget were $370,725 and can be summarized as 
increases in other revenues. 

Actual revenues in fiscal year 2004 increased by $454,895. The differences in actual versus projected revenues 
were due primarily to two factors: 1) excess of contribution in lieu of tax of Puerto Rico Energy Power Authority for 
fiscal year 2002-2003 2) excess of property tax revenues over advances from Municipal Revenue Collection Center 
(CRIM) for fiscal year 2002-2003. 

During the year 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, 2004, amounts to $29,209,534, net of accumulated 
depreciation of $4,887,582, leaving a net book value of $24,321 ,952. 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. Depreciation charges for the year totaled $841 ,823. 

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, 2004, the Municipality has $1,558,067 of unexpended proceeds from 
bond issuances that are committed to future construction activities. 
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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". kt 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 GOB, 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 rrunicipal 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 Municipafity's Redemption Fund, are not sufficient to cover such debt service. It has 
never been necessary to apply Basic Taxes to pay debt service on general obligation debt of the Municipality. 
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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 
governmental activities. Historically, property and municipal taxes have been very predictable with increases of 
approximately five percent. Federal grants funding was approved from the federal transit administration to assist in 
financing the planning, construction and improvement of facilities in mass transportation services. Also the 
Municipality requested a Loan guaranteed by Department of Housing and Urban Development under Section 108 for 
the construction and development of a Municipal Activity Center which includes a convention center, movie theaters 
and a bowling center. 

Those factors were considered when preparing the Municipality's budget for the 2004-2005 fiscal year. 

CONTACTING THE MUNICIPALITY'S OFFICE OF FINANCIAL MANAGEMENT 

This report is designed to provide a general overview of the Municipality's finances and to demonstrate the 
accountability for the money tt receives. If you have any questions about this report or need additional information, 
contact the Municipality's Finance Department at {787) 736-3511. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

STATEMENT OF NET ASSETS 

JUNE30 2004 

ASSETS: 

Cash and Investments .......................................................................................................................... . 
Gash with Fiscal Agent ......................................................................................................................... . 
Receivables (net): 
Property Taxes ....................... , ..... " .......... , ... i.U ........ " ..... " ......... 11 ...................................................... . 

Federal Grants .................................................................................................................................... . 
Others ................................................................................................................................................. . 

Capital Assets (Note 1 & 6): 
Land, Improvements, and Construction in Progress ........................................................................... . 
Other Capital Assets, [Net of Depreciation] ........................................................................................ . 

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

TOT AL ASSETS •••••••••••••••••••••••••••••••••.•••••••••••••••••••••••••••••••••••••••••••••••.•••••••••••••••••••••••••.••••••••••••..•••• 

LIABILITIES: 

Accounts Payable and Accrued Expenses ........................................................................................... . 
Accrued Interest ................................................................................................................................... . 
Due to Governmental Units .................................................................................................................. . 
Deferred Revenue ................................................................................................................................ . 
Long· Term Liabilities (Note 7): 
Due within One Year .......................................................................................................................... . 
Due in More than One Year ................................................................................................................ . 

Total Liabilities .••..•••.••.••.•.•..••..•..••.•....•.•.••..•..•..•...•••.•.••.••.....•.•.•..••..•••.•.•.•••••...•........•....••.......••.•..•..• 

NET ASSETS 

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

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

TOT AL NET' ASSETS ........................................................................................................................ . 

See accompanying Notes to Basic Financial Statements. 

14 

GOVERNMENTAL 
ACTIVITIES 
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153.804 

12,038,544 
12.283.408 

24,321.952 

35,811.022 

1,481,257 
172,091 
52,469 

1,429,851 

1,684,n4 
8.630.680 

13.451.122 

18,296,952 

790,221 
2,026,196 
6,021,172 

(4,744i641) 

$22.359,900 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

FUNCTIONS/PROGRAMS 

Governmental Activities: 

Mayor and Municipal Legislature .................... .. 
General Government ....................................... . 
Public Sat ety .................................................... . 
Public Works .................................................... . 
Health and Welfare .......................................... . 
Culture and Recreation ................................... .. 
Sanitation ......................................................... . 
Urban Development... ...................................... . 
Interest on Long-Term Debt ........................... .. 

Total Governmental Activities ................... .. 

See accompanying Notes to Basic Financial Statements. 

ExPENSES 

$ 1,446,383 
6,667,022 

670,484 
1,330,921 
1,314,612 

606,004 
1,453,226 

507,936 
391.240 

$14.387.828 

General Revenues: 
Taxes: 

CHARGES FOR 
SERVICES 

$ 

s 

PROGRAM REVENUES 

OPERATING 
GRANTS ANO 

CoNTRIBUTIONS 

$ 
1,217,698 

26,774 
456,369 
998,885 

900 

1,233,671 

1 a.iiH.m 

CAPITAL 
GRANTS ANO 

CoNTRIBUTIONS 

$ 

2,765,000 
155,479 

1 2.a20.~z9 

Property Taxes, levied for General Purposes .............................. . 
Property Taxes, levied for Debt Service ...................................... . 
Volume of Business Taxes .......................................................... . 
Construction Taxes ........•......•....................................................... 

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

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

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

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

NET ASSETS - ENDING OF YEAR .............................................. .. 

15 

NET (ExPENSE) 
REVENUE 

($ 1,446,383) 
(5,449,324) 

(643,710) 
1,890,448 
(160,248) 
(605,104) 

(1,453,226) 
725,735 
(391.240) 

(71533.052) 

2,970,059 
1,064,085 
1,706,394 
1,289,680 
4,320,354 

5,309 
316.053 

11.671,934 

4,138,882 

18.221.018 

$22.359.900 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

BALANCE SHEET - GOVERNMENTAL FUNDS 

JUNE30 2004 

ASSETS 

Gash and Investments (Note 2) .......... . 
Cash with Fiscal Agent ....................... . 
Receivables: 

Property Taxes (Note 3) ................... . 
Federal Grants ................................. .. 
Due from Other Funds (Note 4) ....... .. 
Others ............................................... . 

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

LIABILmes AND FUND BALANCES 

Liabilities: 

Accounts Payable ............................... . 
Accrued Interest. ................................. . 
Due to Governmental Units (Note 5) ... 
Due to Other Funds (Note 4) .............. . 
Deferred Revenues: 

Volume of Business Tax .................. .. 
Federal Grants .................................. . 

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

Fund Balances: 

Reserve For. 
Encumbrances .................................. . 
Debt Service ..................................... . 
Other Purposes ................................ . 

Unreserved (Deficit) (Note 1 N) .......... . 

Taal Fund Balances .......................... .. 

TOTAL LIABILmES AND 

GENERAL 

$ 2,046,103 

570,182 

a 21§161215 

$ 415,331 

52,469 
1,202,821 

1,429,851 

3,100,~2 

539,427 

(1,023,614) 

$ 

LOAN 
FUND 

. 
1,721,401 

I l.Z2M!U 

$ . 

163,334 

1~,334 

1,558,067 

(484,187) l ,558,067 

DEBT SERVICE 
FUND 

$ . 
1,362,406 

27,409 

a l.389.m§ 

$ 425,000 
172,091 

2,503 

§~,594 

790,221 

790,221 

$ 

CDBG 
FUND 

176 

2,195,571 

a g.1~.:m 

$ 120,011 

49,540 

1,730,016 

l.~.~z 

296,180 

296,180 

STATE OTHER TOTAL 
AssiGNMEHT GOVERNMENTAL GOVERNMENTAL 

FUND FUNDS FUNDS 

$ 2,274,400 $ 1,077,870 $ 5,398,549 
395,529 3,479,336 

27,409 
234,401 2,429,972 

707,526 680,000 1,957,708 
153,80~ 153,804 

i 2.981.926 a 2.~J .604 11~.~T/8 

$ 509,415 $ 11,500 $ 1,481,257 
172,091 
52,469 

539,510 1,957,708 

1,429,851 
1~027 1,834,043 

509,41§ fl55,Q3Z 6,927,419 

539,427 
790,221 

2,472,511 1,886,567 6,213,325 
(l,023,614) 

2.~Z2,§ll 1,886,56Z 6,519,359 

FUND BALANCES............................ $ 2.616-285 $ 1.·m 401 $ 1.389.815 $ Zl95.m $ 2.981.926 $ 2.5411604 $13-44§ m 

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

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

JUNE 30, 2004 

Total Fund Balances - Governmental Funds (Page 16) .............................................................. .. 

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

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

Non-Depreciable Assets ..................................................................................... . 

Depreciable Capital Assets ................................................................................ .. 
Accumulated Depreciation .................................................................................... . 

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

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: 

Child Care ........................................................................................................... . 
CDBG .................................................................................................................. . 

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

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

Bonds and Notes Payable ................................................................................. .. 
Compensated Absences ..................................................................................... . 
Other Long-Term Debts ...................................................................................... . 
Claims ................................................................................................................. . 

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

Total Net Assets of Governmental Activities (Page 14) ................................................................ . 

See accompanying Notes to Basic Financial Statements. 
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$12,038,544 

17,170,990 
(4.887.582) 

104,027 
1.730.016 

(6,577, 190) 
(973,940) 

(1,509,227) 
(1.255.097) 

$ 6,519,359 

24,321 ,952 

1,834,043 

(10.315.454) 

$22.359.9QO 



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 2004 

GENERAL 

REVENUES 

Property Taices .................................... $ 3,432,992 
Volume of Business Taices ............. , .... 1,706,394 
Federal Assistances ............................ 
Intergovernmental ..............•..•...•.......... 4,320,354 
Licenses and Permits .......................... 1,289,680 
Rent •.........•.........•................................ 5,309 
Miscellaneous ...................................... 471 718 

Total Revenues ..........•......................... 11,226,447 

EXPENDITURES 

Current: 
Mayor and Municipal Le{jslature ......... 1,105,235 
General Government ........................... 5,604,661 
Public Safety ........................................ 566,833 
Public Works ........................................ 1,296, 181 
Human Services and Welfare .............. 
Culture and Recreation ........................ 540,682 
Sanitation ............................................. 1,453,226 
Urban Development ............................. 54,036 

eapna1 Outlay ........................................ 87,038 
Debt Service: 

Principal ............................................... 
Interest and Other Charges ................. 

Total Expenditures ............................... 10.707,892 

OTHER FINANCING SOURCES (USES) 

Transfers - In ....................................... 
Transfers - Out .................................... (1,as1,a14) 

Total Other Financing Sources 
and Uses ........................................... (1,861,3'74) 

Net Change in Fund Balances ............. (1,342,819) 

Fund Balance- Beginning ..................... §58,632 

FUND BALANCES (DEFICJT), ENDING (I 484.1&D 

See accompanying Notes to Basic Financial Statements. 

$ 

LOAN 
FUND 

-

1,707,942 

1,707,942 

(1,707,942) 

~.266,009 

I 11§§81061 

DEBT SERVICE 
FUND 

$ 1,064,085 

1,064.085 

701,064 
~91,240 

1.092.304 

323,122 

323,122 

294,903 

495,318 

s 100.221 
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$ 

i 

CDBG 
FUND 

-
1,319,193 

1,316,193 

1,025,985 

1,025,985 

293,208 

2,972 

296.180 

STATE OTHER TOTAL 
AsslGNMEHT GoVERNMENTAL GOVERNMENTAL 

FUND FUNDS FUNDS 

$ - $ $ 4,497,077 
1,706,394 

2.,920,479 1,394,394 5,634,066 
1,401,762 5,722,116 

1,289,680 
5,309 

4Z1,Z18 

2,92Q,479 2.796,156 19.326,360 

1,105,235 
1,844,836 7,449,497 

9,757 576,590 
967,031 592,591 2,855,803 
143,853 1,167,817 1,311 ,670 

11 540,693 
1,453,226 
2,787,963 

87,038 

701,064 
~~1.240 

1.110,884 3.615,012 19,260,019 

1,624,952 1,948,074 
(~6,700) (1,9~,07~) 

1,538,252 

1,809,595 719,396 66,341 

662.~16 1,167,171 6,453,018 

s 2.~12.su i 1.11§. ~fiZ i §.5J9.359 



COMMONWEALTH OF PUERTO RICO 
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, 2004 

Net Change In Fund Balances - Total Governmental Funds (Page 19) ........................................ . 

Amounts reported for Governmental Activities In the Statement of Activities (Page 15) 
are different because: 

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

Urban Development............................................................................................... $ 4,288, 705 
Depreciation Expense............................................................................................ !841.823) 

Excess of Capital Outiay over Depreciation Expense ................................... . 

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

CDBG .................................................................................................................... . 
Child Care ............................................................................................................. . 
Municipal Revenue Collection Center ................................................................... . 
Puerto Rico Electric Power Authority .................................................................... . 

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

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

Increase in Compensated Absences ................................................................... .. 

Change in Net Assets of Governmental Activities (Page 15) ......................................................... . 

See accompanying Notes to Basic Financial Statements. 
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(85,522) 
(95,530) 

(462,933) 
{155.665) 

$ 66,341 

3,446,882 

(799,650) 

1,556,821 

(131 .512) 

$ 4.138.882 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Municipality of San Lorenzo, Puerto Rico (Municipality) was 
founded in the year 1ns, and operates as a governmental unit of the 
Commonwealth of Puerto Alco, under the Law Number 81 of August 30, 
1991, known as "Autonomy Mlllilcipalities Law of the Commonwealth of 
Puerto Rico•. The governmental system of the Municipality Is composed 
of the executive and legislative bodies. The Mayor Is the Chief Executive 
Officer and is elected f!Very four years in the general elections of the 
Commonwealth of Puerto Rico. The legislative body oonsists of 14 
Legislators also elected in the general elections of Puerto Rico for a four· 
year period. -

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

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

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

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

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

As previously mentioned, other GASB Statements and Interpretations 
were required to be Implemented in conjunction with GASBS No. 34. 
Therefore, the Municipality has Implemented the following GASB 
Statements in the fiscal year 2002·2003: GASBS No. 37, Basic Financial 
Statements-and Management's Discussion and Analysis.for State and 
Local Governments: Omnibus, GASBS No. 38, Certain Financial 
Statement Note Dlsc/osures, GASBS No. 39, Determining Whether 
Certain Organizations Are Component Units, GASBS No. 41, Budgetary 
Comparison Schedules - Perspective Differences, and GASBS 
Interpretation No. 6, Recognition and Measurement of Certain Uabilities 
and Expenditures in Governmental Fund Financial statements. 
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Tue accompa"ying basic financial statements present the financial 
position and the results of operations of the Munlclpallty and its various 
flllds and tund types. The basic flnanolal statements are presented as of 
June 30, 2004, and for the fiscal year then ended. The more significant of 
these acco111ting policies are described below and, where appropriate, 
subsequent pronouncements will be referenced. 

A. Financial Reporting Entity 

The accompanying basic financial statements indude all departments 
and organizations units whose funds are under the custody and control or 
the Munlclpallty. In evaluating the Municipality as a reporting entity, 
management has addressed all the potential component units. The 
decision to include a potential component unit in the reporting entity was 
made by applying the provisions of GASBS No. 14, as amended by 
GASBS No. 39. 

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

The relative importance of each criteria must be evaluated in fight of 
specific cil'Cl.MTlStances 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 ttnanclal position of the 
govemmental activities, each major fund, and the aggregate remaining 
fund information of the MunicJpallty, as of June 30, 2004, and the 
respective changes in financial position, where applicable, thereof for the 
fiscal year then ended. 

B. Measurement Focus and Basis of Accounting 

Government-wide Financial Statements 

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

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

B. Measurement Focus and Basis of Accounting (continuation) 

Governmental Fund Financial Statements 

The governmental fund financial stalements are reported using the 
current financial resources measurement loo.JS and the modified accrual 
basis of accounting. Revenues are recorded when susceptible to accrual; 
as soon as it is both measurable and avallable. "Available" means 
collectible within the current pertod or soon enough thereafter; normally 
within sixty (60) days, to be used to pay liabilities of the current period. 
Expenditures are generally reco111ized when the related liability is 
Incurred. 

The exception to this general rule is the principal and interest on general 
obligation long-term debt and compensated absences, if a11y, are 
recognized when due. 

In applying lhe •susceptible to accrual" concept to Intergovernmental 
revenues (federal grants) pursuant to GASBS No. 33, Accounting and 
Financial Reporling for Nonexchange Transactions (the Munidpallty 
may act as either provider or recipient), the provide< should rec::oglize 
llabilities and expenses and the recipient should recognize receivables 
and revenue when lhe applicable eligibility requirements inclu<ing lime 
requirements, are met. Resources transmitted before lhe ellgibllity 
requirements are met should, under most circumstances, be reported as 
advances by the prO\llder 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 wHI be reimbursed. Revenue is, therefore, 
recognized as expenditures are incurred lo the extent avallable. For the 
other revenue, moneys are virtually unrestricted and are generally 
revocable only for fallure to comply with prescribed compliance 
requirements. These resources are reflected as revenue at the lime 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 utillzed. The amount of accumulated annual 
vacation and sick leave unpaid at June 30, 2004, has been 
reported only in the government-wide financial statements. 

C. Financial Statement Presentation 

The basic financial statements include both government-wide (based on 
the Municipality as a whole) and fund financial statements. While lhe 
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 
bask: financial statements). Both the government-wide and fund financial 
statements (within the basic financial statements) categorize primary 
activities as either governmental or business type. 
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Government-wide Finaftclal Statements 

The government-wide financial statements (lhe Statement of Net Assets 
and the statement of Activities) report information of all the activities of 
the Municipality. For most part, the effect ol interfund activity has been 
removed from these government-wide financial statements. 
Govemmenlal activilles, which normally are supported by taxes and 
inlergovemmental revenues, are reported separately fro business-type 
actlvitles, which rely to a slgilftcant extent on fees and charges for 
suppat. 

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

The Statement of Net Assets presents lhe reporting entitles' assets and 
liabintles, with ttie difference reported as net assets. Net assets are 
reported in three categories: 

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

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

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

When both restricted and unrestricled resources are avallable for use, 
generally it is the Municipality's policy lo use restricted resources first, 
then the unrestricted resources as lhey are needed. 

Tiie Statement of Activities is focused oo both lhe gross and net costs 
per functional category. The statement reduces gross expenses 
(tneluding depredation) by related program revenues, operating and 
capital gaits. This is intended to summarize and simplify lhe users 
analysis of cost of various governmental services. 

Governmental Fll'ld Financial Statements 

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

conllnue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

C. Flnancfal Statement Presentation (continuation) 

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

This Is the manner In Which these IUncls are nolli'laHy blldgeted. This 
presentation deemed most appropriate to (a) demonstrate legal and 
covenant compliance, (b) demonstrate the SOllrce and use of liquid 
resources, and (c) demonstrate how the Municipality's actual experience 
conforms to the budgeted fiscal plan. 

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

The Municipality reports its financial position (Balance Sheet) and 
results of operations (Statement ot Revenues, expendlfi.ll'es alld 
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 oompllance with legal, financial, and contractual 
provisions. 

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

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

toan Fund - This is the fund used to account for the proceed 
of bonds to be use for capltal improvement. 

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

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

State Assignment Fund - This is the fund used to account 
for all the transactions of the State Assigiment by Legislature 
Resolutions. The primarily objectives of these assignments is 
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the development of projects on communities, not-for-profit 
organlzatlons, purchase of equipment and indirect assignment 
to persons of low and moderate Income. 

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

D. Budgetary Data 

The Municlpallty's annually adopts the Budget Resolution for all 
operating funds ol the Municipality except for certain restricted accounts 
of Proprietaty 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 10!'1g as 
the total budget of the Municipality (net of interlund transfers) 1s not 
Increased; (2) to the Management and Budget Director to implement 
grant budgets as the grant applications are accepted by the Municipality; 
and (3) to the Management and Budget Director to amend (re
appropiiate) each new year's budget, to the extent of outstanding 
encumbrances, and/or unexpended projecVgrant appropriations at year 
end. Municipality's Legislature action is required for (1) use of the 
budgeted Legislature contingency, and (2) the approval of a supplemental 
appropriation(s). During the year, several supplemental appropriations 
were necessary. 

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

Amendments to the budget, induding transfers, require the approval of 
the Mt11icipal 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 submits to the 
Munidpal Le{jslature 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 
limtted date establishes by the Law. 

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

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

0. Budgetary Data (continuation 

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 ensuln~ fiscal year until a new 
budget is approved. This permits lhe Municlpallty to continue 
making payments for its operating and other expenses ll1til 
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 
reftected in the budget infonnation included in the Budgetary 
Comparison Schedule - General Fund. 

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 reseive of fund balances under 
GMP. 

2. The non-exonerated portion of the property tax advances are 
presented as revenue in the budgetary basis and as other 
financing sources under GMP {See Note 9). 

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

4. Certain accrued liabilities and other debts are not induded 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 appropriations In the operating budget lapse at the end 
of the fiscal year. Properly t8lCes collected during the current year by the 
Municipal Revenue Collection Center (Fiscal Agent) are presented as 
revenues in the accounting basis but are not considered in the budgetary 
schedule. 

The special funds of the Special Revenue Fund have not been included 
In the budgetary comparison because balances are not budgeted. Also 
the budget prepared for the Federal Finance Awards Programs inclooed 
In the Capital Projects and Special Revenue Funds is based on a 
program period which ls not necessarily a year. Accordingly, irs not 
practical to present an annual comparison of budget for such programs. 
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E. Cash, Cash Equivalent and Investment 

The Director of Finance of the Munlclpalhy is responsible for investing 
the available resources in certificates of deposit and other short-term 
investments. Investments are made from the available combined funds of 
the Municipality and, accordl09y, it is not practical to disclose 
certificates of deposit and other short-term investments Individually by 
fund in the combined financial statements, Interest earned on certificates 
of deposit and other short-tenn investments are recognized as revenue in 
the General Fund. Cash In the Special Revenue, Debt Service and 
Capital Project Funds are restricted; accordingly, resources available 
were not used for pool investments. 

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

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

F. Receivable 

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

G. Inventories 

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

H. Capital Assets 

Properly, plant and equipment purchased or acquired is carried at 
historical cost or estimated historical cost. Contributed assets are 
recorded at fair market value as of the date received. The Municipality's 
capitalization levels are $500 on personal properly. 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. 

continue 
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MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(contlnuaUon) 

H. Capital Assets (continuation) 

Depreciation on all assets Is provided on the stral!jlt·line basis over the 
following estimated useful lives: (See Table 1) 

TABLE1 
CAPITAL Assi;rs 

Buildings and site Improvements 
Infrastructure 
Motor Vehicles, furniture and fixtures 
Machinery and Equlpments 

I. Compensated Absences 

YEARS 

40 
40 
5 

3.5 

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

1. The Municipality's obligation relating to employee's 
rights to receive compensallon for future absences Is 
attributable to employee's services already rendered. 

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

3. Payment of the compensation Is probable. 

4. The amount can be reasonably estimated. 

In accordance with the above criteria and requirements as established by 
GASBS No. 16; the Municipality has accrued a llabillty for compensated 
absences, which has been earned but not taken by Municipality's 
employees. For the govemment·wlde statements, the current portion is 
the amount estimated to be used In the following year. For the 
governmental funds statements, all of the compensated absences are 
considered long·tenn and therefore, are not a fund liability and represents 
a reconciling Item between the fund level and govemment·wide 
presentations (see Note 7). 

The following is a summary of changes in the balance of Compensated 
Absences for the fiscal year ended June 30, 2004 (Table 2). 

Table2 
BALANCE RETIREMens BALANCE 
JULY1, NEW AHDCURREHT JUNE30, CURRENT LONG-TERM 
2003 lsSUES MATURATES 2004 PORTIOH PoRTION 

~ i1WJ.g L=-= ~ ~ u.1..l!M 
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J, Insurance 

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

K. lnterfund Transactions 

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

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

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

L Reservations of Fund Balance - Governmental Funds 

The governmental fund financial statements present fund balance 
reserves for those portions of fund balance (1) not available for 
appropriation for expenditures or (2) legally segregated for a specific 
future use. The reserves for related assets such as inventories and 
prepayments are examples of the fonner. Reserves for debt service and 
other specific purposes are examples of the latter. 

M. Claims and Judgments 

The estimated amount of the liability for claims and judgments, if any, 
which ls 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 liabllity or liabilities with a fixed or 
expected due date, which will require future avallable financial resources 
for its payment. 

N. Deficit Fund Balance 

Fund Deficit in the General Fund is primarily attributable to payment 
of claims and judgments In the amount of $1,920,000 (see Nole 7). 
The deficit is eliminated by an Special Obligation Bond with 
Government Development Bank of Puerto Rico for the amount of 
$1,915,000 to finance the payment of claims and judgments (see 
Note 14). 

contirue 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

0. 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 

NOTE 4 INTERFUND TRANSFER AND BALANCES 

A. INTERFUND TRANSFERS 

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

INTERFUND TRANSFERS WrTHIN THE GOVERNMENTAL FUNDS TABLE4 

TRANSFEll To AMOUNT PURPOSE 
date of the basic Hnancial statements and the reported revenue 
and expenses during the reporting period. Actual result could 
differ from those estimates. 

General Fund 
General Fund 
Other Fund 

Debt Service Fund 
Other Fund 
OlherFund 

$ 323,122 
1,538,252 

86,700 

Debt payment 
Specific project funding 
Specific project funding 

NOTE 2 CASH, CASH EQUIVALENTS 
AND INVESTMENTS 

Total 

Investments consist of certificates of deposit The Municipality's cash, 
cash equivalent and investments at year-end were entirely covered by the 
Federal Deposit Insurance Corporation (FDIC) coverage, up to a 
maximum of $100,000 In each bank, and the excess by collateral 
provided by the banks and held by the Department of the Treasury 
pursuant the applicable laws and regulations. cash with fiscal agent is 
maintained in Interest bearing accounts in the Government Development 
Bank of Puerto Alco, which are uninsured and unoollateralized. 

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 Munlclpallty 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. 

B. INTERF\JND RECEIVABLE AND PAYABLE BALANCES 

lnterfund receivables and payables at June 30, 2004 are summarized as 
follows: (See Table 5) 

INTERFUNO INraRFUND TABLE S 
RECEIVABLE PAYABLE AMOUNT 

General Fund Debt Service Fund $ 2,503 
General Fund Other Fund 518,139 
OtherFllld General Fund 495,295 
State Assignment Fund General Fund 707,526 
Other Fund Loan Fund 163,334 
Other Fund Other Fund 21,371 
General Fund CDBG Fund 4!l,§4Q 

TOTAL si ~zzoa 

NOTE 5 DUE TO GOVERNMENT AL UNITS 

During the year, the Municipality invested its funds In interest bearing 
bank accounts and short-term certificates of deposit. As June 30, 2004, 
the market value of Investments recorded In General Fund approximated 
its carrying value as follow: (See Table 3) As of June 30, 2004, balance due to other governmental units of the 
.....---CE_RTIFl_ C-ATE---------------T-AB- LE-

3
-. General Fund for services rendered lo the Munlclpallty, consists of the 

OF DEPOSIT PRINCIPAL INTEREST ExPIRATION following: (See Table 6) 
ISSUED BY NUMSER AMOUNT RATE DATE 

EuroBank of Puerto Rico......... 2205003327 $400,000 1.875% 07-03-04 
Oriental Bank .......................... 131006407 ~ 1.550% 08·23-04 

TOTAL .................................. ~ 

The Investments are Included in the General Fund. 

NOTE 3 OTHERS RECEIVABLES 

As of June 30, 2004, the amount of $548,580 corresponds to an 
agreement with the quasi public Corporation, P.R. Bectric 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 Intergovernmental Revenue from Municipal 
Revenue Collection Center and $20,213 from others. 
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TABLE & 

General Service Administration ............................ . 
Retirement System Administration ....................... . 
AEELA .................................................................. . 

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

AMOUNT 

$ 4,532 
45,746 

_gJ.fil 

~ 

continue 
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MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 6 CAPITAL ASSETS 

Capita! Assets activities for the fiscal year ended June 30, 2004 was as 
follows (See Table 7) 

TABLE7 

DESCRIPTION 

Non-Depreciable Capital Assets: 
Land ................................................................................ . 
Construction In Progress ............... ................................ .. 

Total Non-Depreciable Capital Assets ........................... .. 

Depreciable Capital Assets: 
Buildings ......................................................................... . 
Infrastructure ................................................................... . 
Machinery and Equipment .............................................. . 
Motor Vehicles ................................................................ . 

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

Less Accumulated Depreciation: 
Buildings ......................................................................... . 
Infrastructure .................................................................. .. 
Machinery and Equipment .............................................. . 
Motor Vehicles ............................................................... .. 

Total Accumulated Depreciation ..................................... . 

Total Depreciable Capital Assets (Net) ........................... . 

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

Depreciation expenses were charged to governmental 
functions/programs as follows: (See Table 8) 

TABLES 

Mayor and Municipal Legislature ..................................... . 
General Govemment ...................................................... .. 
Public Safety .................................................................... . 
Public Works .................................................................... . 
Urban Development ......................................................... . 
Culture and Recreation .................................................... . 
Health and Welfare .......................................................... . 

AMOUNT 

$ 341 ,148 
59,755 
93,894 

235,267 
43,506 
65,311 
2.942 

Total Depreciation Expenses ................................... $ 841 823 

NOTE 7 GENERAL LONG·TERM DEBTS 

A. GENERAL OBLIGATIONS BONDS AND SPl!CIAL NOTES 
PAYABLE 

The principal long-term obligations of the Municipality are general 
obligations bonds and special notes issued to finance the construction 
and improvements of public facllltles and purchase of equipment. The 
Municipality's obligations long-term debt retirements are appropriated 
and paid from resources accumulated in the Debt Service Fund (See 
Note 8). The special obligations long.term notes retirements are paid 
through retention made by the Municipal Revenue Collection Center from 
monthly advance of annual property tax and subsidy send to the 
Municipality. 

BALANCE 
JULY11 

2003 AoomoNS 

BALANCE 
JUNE301 

RETIREMENTS 2004 

$ 9,600,685 $ 230,800 $ $ 9,831,485 
306,886 

9,907,571 

8,947,996 
2,no.289 
1,801, 113 
1,493,860 

15,013,258 

(2,001,202) 
(47,601) 

(1,334,435) 
(662,§21) 

l4.045,7Q9) 

1,ooo,11a 

2,130,973 

656,439 
1,296,270 

170,528 
34,195 

2,157.732 

(252,760) 
(166,593) 
(183,413) 
(2a~.osz) 

(M1,e23) 

2,207,059 

12,038.544 

9,604,435 
4,066,559 
1,971,641 
1.528,355 

17,170.990 

(2,253,962) 
(214,194) 

(1 ,517,848) 
(901,578) 

10,96Z,~ l,31§,909 

(4,887.582) 

12,283.408 

$24321,952 ~gg;z,Q,QZO i 3~!Hl2 $ 
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General obligations bonds and notes payable as of June 30, 2004, are 
comprised of the following indMdual issues: 

0£SCRIPTION 

General Obligations Bonds: 

$1,525,000, Series 1997, forC01struction purposes, payable 
In semi-annual installments ranging from $20,000 lo 

AMOUNT 

$135,000, excluding Interests at 8.00% until July 1, 2021.................. $1,330,000 

$575,000, Series 1996, for construction purposes. payable 
In semi-annual Installments rangirg from $15,000 lo 
$60,000, excluding ilterests at 8.00% until July 1, 2015.................... 430,000 

$1,640,000, Series 1992, for construction purposes, payable 
In seml·anrual instaDments rarglng from $65.000 to 
$190,000, excludlrg Interests at 6.36% through July 1, 2006.-......... 365,000 

$4,025,000, Serles 2003, for constructioll purposes, payable 
in semiannual lns1allments ranging to $140,000 to 
$650,000, excluding Interests at 3.00%, trltil 
July 1, 2027; (paid through CDBG Funds).......................................... 3,885,QQQ 

Total General Ob8gations Bonds...................................................... 5,980,000 

Special Obftgallons Notes: 

$221,269, Series 1988, for operational purposes, payable 
in quarterly Installments of $2,766 excluding Interests at 
8.00%, through July 1, 20<11. .............................................................. 33, 190 

continue 
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NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

NOTE 7 GENERAL LONG-TERM DEBTS (continuation) 

DESCRIPTION 

Special Obligations Notes: 

$300,000, Series 1987, tor construction purposes, 
payable in semiannual installments of $15,000, 
excludlng interest at 9.00%, through July 1, 2007 .•...•... 

$4,100,000, Series 1986, for operational purposes, 
payable rn semiamual installments ranging from 
$2>5,000 to $264,000, excludilg Interests at 8.500o/o, 
until July 1, 2015 .......... , ................................................. . 

Total Special Obligations Notes .................................. .. 

AMoUNT 

$ 45,000 

5Ja.2Q!! 

2SZ.l90 

Total General and Special Obligations..................... S§ m 190 

TABLE11 

DescRIPnoH 

General .......... 
Special ........... 
Others Oebls . 

TOTAL ......... 

The Municipality's general obligations long·term note retirements are 
appropriated and paid fonn resources accumulated in the Debt Service 
Fund (see Note 8). The special obligations long-term 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, 2004 are as follows (See Table 9): 

TABLE9 
YEARENDING PRINCIPAL INTEREST TOTAL 

JUNE 30, PAYMENT PAYMENT PAYMENT 

2005 $ 601,063 $ 387,673 $ 988,736 
2006 630,063 382,079 1,012,143 
2007 191,063 342,802 533,865 
2008 180,000 330,834 510,834 
2009 190,000 319,822 509,822 

2010-2014 1,150,000 1,407,595 2,557,595 
2015·2019 1,375,000 1,006,006 2,381,006 
2020-2024 1,385,000 539,409 1,924,409 
2025-2027 8ZMQQ j16,Q2lj ~l.225 

TOTAL s 8fil1QQ $ 4A.1?243 $j14()9434 

8. OTHER LONG·TERM DEBTS 

Following are the Other Long-Term Debts (See Table 1 O): 

TABL.E10 BALANCE RETIREMENTS 
JULY1, NEW Ml> 

DESCRIPTION 2003 ISSUES Al>JUSTIENT 

PropartyTaxes - MRCC ..... S 614,433 $ $ 50,663 
Property Taxes- Treasury. 202,705 32,879 
Claims and Judgments ....... 1,920,000 664,903 
Property Taxes - Law 146 .. 557,721 35,312 
Solid Waste Dfsposal... ....... 325,222 72,000 
Compensated Absences ..... M2.~ga 1a1.§12 

TOTAL .............................. $ 44§2509 $ 131 512 $ 8557§7 

BALAHCE 
JUNE30, 

2004 

s 563,no 
169,826 

1,255,097 
522,409 
253,222 
973,940 
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C. CHANGES IN GENERAL LONG-TERM DEBTS 

The following is a summary of changes in long·tenn debts for the year 
ended June 30, 2004: (See Table 11) 

BAWCE RETIR~ BAUHCE AMOUNTS AMOUNTS 
Jll.Y1, NEW AND JlME30, OUEWrtlffl Due AFTER 
2003 ISSUES ADJUSTllENT 2004 ONE YEAR NEXT YEAR 

$ 6,275,000 $ . $ 295,000 $ 5,980,000 $ 320,000 $ 5,660,000 
1,003,254 406,063 597,190 281,063 316,127 
~.~§2.~ m.sJ2 8§§,757 3,7~.2M j ,Q!la,7ll g.§§4,§~ 

lllZ~Z§.1 I J3l ~j2 llM!!D~ ll03lU~ I l 68!1 lJ~ U~lll!Q 

NOTE 8 DEBT RETIREMENT 

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

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

NOTE 9 PROPERTY TAXES 

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

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

The tax rate per annum is 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 Munlcipallty. 
From the portion belonging to the Municipality, 6.00% and 4.00%, 

respectively, represents the MunlcJpallty's basic tax rate that is 
appropriated for general purposes and therefore accounted for 
througi the general fund. 

The remaining portion belonging to the Municipality of 1.25% 
represents the ad·valorem property taxes withheld by the Municipal 
Revenue Collection Center of the Commonweallh of Puerto Rico 
and restricted for debt service, which is accounted for through the 
debt service fund (See Note 8). The Municipality has reached the 
maximum statutory tax rate limlt for the basic tax while there is no 
limitation for the ad-valorem tax rate. 

conHnue 
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NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 9 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 wtth an annual 
net sales volume of less than $150,000. The Municipal Revenue 
Collectlon 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 wm be contributions by the Municipal 
Revenue Collectlon Center from taxpayers. The Municipal Revenue 
Collection Center periodically infonns to the Municipality the amounts 
collected from taxpayers and applied to outstanding advances. 

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

Due to the fact that collections of property tax are applied to the advances 
of property tax paid by the Municipality Revenue Collection Center, the 
amortization of the advance at end of year was not available due to that is 
In process of verification by external atJditors. As of June 30, 2004, the 
Debt Service Fund presented a receivable of $27 ,409 for the collection of 
addltional 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 yea(s 
gross revenues for all commercial and industrial organizations doing 
business In the Municipality and which are not totally or partially exempt 
from this lax under the Industrial Incentives Laws of the Commonwealth 
of Puerto Rico. All taxpayers are required to file their declarations by April 
23 of each year. The tax rates are as follows: 

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

b. 1.00% for saving and loan associations. 

c. Other organizations 

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

Truces are payable in two equal seml·aMual installments on July 1 and 
January 1 following the date of levy. II they are paid with declaration, the 
taxpayer is granted a 5% of discount. Collections of taxes during current 
flscal year, applicable to the next fiscal year, are recorded as deferred 
revenues In the General Fund. 
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NOTE 11 INTERGOVERNMENTAL REVENUES 

Intergovernmental revenues consist primarily of funds received from the 
Commonwealth ~ Puerto Rico, "in lieu of tax" payments from the quasi· 
public corporation, Puerto Rico Electric Power Authority, and federal 
flnancial 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. lntergovemmental revenues are 
accounted for through the General Fund except tor those directly related 
to urban development and capital Improvements, which are accounted for 
through the Special Revenue and the Capital Project Funds. Federal 
Financial Assistance is recorded In the Special Revenue Fund. 

NOTE 12 EMPLOYEE'S RETIREMENT PLAN 

The Employee's Retirement System of the Government of Puerto Rico 
and its Instrumentalities (EAS) 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 L~slature, 
Government Secretaries, Head of Agencies and Public Instrumentalities, 
Assistants to the Governor, the Comptroller of the Puerto Rico, 
Gubernatorial Board and Committee appointees and Experimental 
Service Station employees. ERS provides retirement, death and disability 
benefits. Disability retirement benefits are avallable to members for 
occupational and non«O.Jpational disabilities. Retirement benefits 
depend upon age at retirement and number of years of credited service. 
Benefits vest after ten years of plan participation. 

The Munlclpallty adopted the requirements of GASBS No. 25 tor 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, tor 
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% tor the excess of this 
amount, or on the alternative, 8.275% of all salary. The Municipality 
contributes to the system 9.275% of the participating employee's salaries. 

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

continue 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOB THE FISCAL YEAR ENDED JUNE 30. 2004 

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 Jess 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 dlsabllity benefits and the assets of the System 
pertaining to the participant employees. 

A variety or slgntticant 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 eligble to 
participate in the System. Pension benefits for participants with 30 years 
of service are as follows (See Table 12) 

YEARS PARTICIPANT'S 

benefi1s, and active employees and the distribution of active employees 
between vested and non-vested is not readily available. 

Contributions In 2004 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. 
Accordingy, the accounts by which the actual contributions differ from the 
required act\Jarial contributions are not known. 

The total pension expenditures recorded in the category of administration 
for the Fiscal Year Ended June 30, 2004 was approximately $234,697 All 
employees who at the time of employment are 55 years old or less are 
eligible to participate in the System. No benefit is payable if the 
participant receives a refund of his accumulated contributions. 

The historical trend information regarding the accumulation of assets and 
pension benefit obligation in the EAS is not available. For the ten-year 
trend infonnation, refer to the separately issued financial statements of 
the EAS as of and for the fiscal year ended June 30. 2004. The P.R. 
Retirement Plan Administration provides additional information of the 
ERS. Tiley issue a publicly available financial report that includes 
financial statements and required supplementary Information for EAS, as 
a oomponent unit of the Commonwealth of Puerto Alco. That report may 
be obtained by writing to the Administration at PO Box 42003, Minillas 
Station, San Juan, PA 00940. 

TABLE 12 
OF SeRvlCE AGE PENSION BENERTS 

NOTE 13 CONTINGENCIES 

A. CLAIMS AND JUDGMENTS 

30ormore 55orless 65% of the average of the three years of highest salary during 
the employee's service period. 

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

30ormore 58ormore 75% of the average d the three years of highest salary during 
the employee's service period. 

30or more 65 or more 75% of the average of the three years of hlgiest salary during 
the employee's service period (employees started working after 
April 1, 1990). 

In addition, the Municipality is a defendant or 
co-defendant in several legal proceedings, which are in discovery stage. 
Certain ci 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 one (1) lawsuit related to personnel 
matter and back pay, to which the legal counsel informed a loss of 
$1.255,097. Other lawsuit for $650,000 was paid during this fiscal year. 

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 v~ue of estimated defined pension benefits, adjusted 
for the effects of projected salary increases and step-rate benefits, 
estimated to be payable in the future as a result of employee services 
performed to date. The measure is intended to help users assess the 
System's funding status on a going-concern basis, assess progress made 
In accumulating sufficient assets to pay benefits when due, and make 
comparisons among other public retirement systems. The measure is 
independent of the actuarial funding method used to determine 
contributions to the plan. 

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

Jn the normal course of operations, the Municipality receives grants from 
various Federal and State agencies. The grant programs are st.bject to 
audit by agents of the granting authority, the purpose of which is to 
ensure compliance with condttions 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. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2004 

NOTE 14 SUBSEQUENT EVENTS 

The Government Development Bank of Puerto Rico approved a Special 
Obligation Bond for the amount of $1,915,000 to finance the payment of 
claims and judgments (see Note 13). 

NOTE 15 FUTURE ADOPTION OF ACCOUNTING 
PRONOUNCEMENT 

The Governmental Accounting Standards Board (GASB) issued GASBS 
No. 42, Accounting and Financial Reporting for Impairment of Capital 
Assets and for Insurance Recoveries, which is effective for fiscal year 
beginning after December 15, 2004. Early application is encouraged. The 
Municipality has not adopted the requirement of this statement. Other 
two pronouncements are issued (GASBS Nos. 43 (Financial Reporting for 
Postemployment Benefit Plans Other Then Pension Plans) and 44 
(Economic Condition Reporting: The Statistical Section), but do not apply 
to the Municipality. 

END OF NOTES 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

REQUIRED SUPPLEMENT ARY INFORMATION 
BUDGET ARY COMPARISON SCHEDULE- GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

Bl!DGET AMOUNIS 
ORIGINAL FINAL 

BUDGET ARY FUND BALANCE, JULY 1, 2003 ......... .. $ 383.0SQ $ 383.050 

Resources (Inflows): 

Property Taxes ............................................................ . 2,599,334 2,970,059 
Volume of Business Taxes .......................................... . 1,668,152 1,668,152 
Intergovernmental Revenues ..................................... .. 4,545,234 4,545,234 
License and Permits .................................................... . 1,457,932 1,457,932 
Rent ............................................................................. . 4,703 4,703 
Miscellaneous ............................................................ .. 125,280 125,280 

Total Resources (Inflows) ....................................... . 10,400,635 lQ,ZZl.360 

Amounts Available for Appropriation ..................... .. 10,783,~ 11,154,410 

Charges to Appropriations (Outflows): 

Mayor and Municipal Legislature ............................... .. 932,255 1,180,670 
General Government. .................................................. . 5,110,no 4,919,864 
Public Safety ............................................................... . 716,593 595,807 
Public Works .............................................................. .. 1,104,865 1,430,432 
Culture and Recreation .............................................. .. 589,486 613,432 
Sanitation .................................................................... . 1,450,996 1,470,000 
Urban Development .................................................... . 57,630 56,798 
Capital Outlays ............................................................ . 91,488 181,235 
Transfer to Other Funds .............................................. . 346,19'2 323,122 

Total Charges to Appropriations .............................. .. 1Q,~.~ rn.n1,360 

BUDGET ARY FUND BALANCE, JUNE 30, 2004 ........ I a3.050 $ !1111050 

See accompanying Notes to Required Supplemenrary Information. 
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ACTUAL AMOUNTS 
(BUDGETARY BASIS) 

(SEE NOTE A) 

$ 383.050 

3,432,992 
1,706,394 
4,320,162 
1,289,680 

5,309 
471.718 

11.226,255 

11.609,305 

1,179,409 
4,809,328 

599,739 
1.426,n4 

619,n4 
1,470,000 

62,931 
87,038 

1 ,~1~,300 

l1,no,29a 

lS l60.988) 

VARIANCE WITH 
FINAL BUDGET 

Posmvc {NEGATIVE) 

$ 

462,933 
38,242 

(225,072) 
(168,252) 

606 
346,43e 

454,8~5 

454,895 

1,261 
110,536 

(3,932) 
3,658 
(6,342) 

(6,133) 
94,197 

{1,1~,178) 

{998,933) 

($ ~~.Qa8) 



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, 2004 

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

Sources/Inflows of Resources: 

Actual Amounts (Budgetary Basis) "Available for Appropriation" from the 
Budgetary Comparison Schedule (See Page 31) ...................................................................................... .. 

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

Inflows accumulated as receivable under GAAP is a 
Current-Year Revenue for financial reporting purposes ........................................................................... .. 

Total Revenues as Reported on the Statement of Governmental Funds Revenues, 
Expenditures and Changes in Fund Balance (See Page 18) ................................. ................................... .. 

Uses/Outflows of Resources: 

Actual Amounts (Budgetary Basis) "Total Charges to Appropriation" from the 
Budgetary Comparison Schedule (See Page 31 ) .................... ................................................................... . 

Difference - Budget to GAAP: 

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

Expenditures non budget ............................................................................................................................ . 

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 outnows 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 31) .................................................................... .. 

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

Budgetary Fund Balance. June 30, 2004 (See Page 31) ............................................................................ .. 
Timing Differences: 

Net Change in Encumbrances .................................................................................................................. . 

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

Unrestricted Fund Balance, June 30, 2004 (See Page 16) ......................................................................... .. 

END OF THIS SECTION 
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GENERAL FUND 

$1 1,609,305 

(383,050) 

192 

$11.226.447 

$11 ,770,293 

199,810 

692,923 

(439,834) 

(1.515.300) 

$1 Q,707.892 

($ 160,988) 

176,179 

(1 .038.805) 

($ 1.023,614) 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCALYEAR ENDED JUNE 30. 2004 

FEDERAL GRANTOR I PASS THROOOH 
GRANTOR I PROGRAM OR CLUSTER Tlll.E 

U.S. Department of Housing and Urban Development 

Direct Programs: 

Section 8 Housing Choice Vouchers Program .......................... . 

Indirect Programs: 

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

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

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

U.S. Department of Justice: 

Public Safety Partnership and Community 
Policing Grants .......................................................................... . 

Local Law Enforcement Block Grant... ..................•..............•........ 

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

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

Pass-Through Office of lhe Governor: 

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

U. S. Department of Health and Human Services: 

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

Child Care and Developmert Block Grant .................•.•.....•.•.....• 

TOTAL EXPENOO'URES OF FEDERAL AWAROS-m __ ,,_ ....... _ 

See accompanying Notes to Schedule of Expenditures of Federal Awards. 
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FEDERAL 
CFDA 

Nt.IMBER 

14.871 

14.228 

16.710 
16.592 

83.544 

93.575 

PASS-THROUGH 
EHTTTY IDENTIFYING 

Nll.1BER 

RQ037VO 

03-AF-FD-58 
02-AF-FD-58 
01-FD-FC-58 
00-FD-FC-58 

OO.FD-58 
97-FD-58 

FEMA1136DR-PR 
FEMA 1247DR-PR 
FEMA1396DR-PR 

CC-V02 

FEDERAL 
ExPENOrTURES 

$ 531,497 

1.025.985 

1.557.482 

39,922 
9,757 

49,679 

495,852 

559.473 

$2,662.486 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

NOTE 1 GENERAL 

NOTE2 

NOTE3 

NOTE4 

NOTES 

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activities of the 
Municipality of San Lorenzo, Puerto Rico (Munlclpallty). 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 Munlcfpallty reporting entity is defined in Note (1 ) 
(A) to the basic financial statements. AU 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 SIGNIACANT ACCOUNTING POLICIES 

A. The accompanying Schedule of Expenditures of Federal Awards is prepared from Munlclpallty'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 Budgers Catalogue of Federal Domestic Assistance. 

PASS-THROUGH GRANTOR'S NUMBER 

State or local government redistribution of federal awards to the Municipality, treated as ff 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/AVare not available. 

MAJOR PROGRAMS 

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

END OF NOTES 
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CAGUAS. PR 0072Cl-lU69 

CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 

TEL (787) 746-051 0 
FAX (787> 746-05'.!5 

INDEPENDENT AUDITORS1 REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS REQUIRED BY GOVERNMENT AUDITING STANDARDS 

To the Honorable Mayor and 
Members of the Municipal legislature 

Municipality of San Lorenzo, Puerto Rico 

We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Municipality of San Lorenzo, Puerto Rico (Municipality), as of and for the fiscal 
year ended June 30, 2004, which collectively comprise the Municipality's basic financial statements and has issued 
our unqualified report thereon dated December 17, 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. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Municipality's internal control over financial reporting in 
order to determine our auditing procedures for the purpose of expressing our opinions on the financial statements 
and not to provide an opinion on the internal control over financial reporting. Our consideration of the internal control 
would not necessarily disclose all matters in the internal control over financial reporting that might be material 
weakness. A material weakness is a reportable 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 caused by error or 
fraud in amounts that would be material in relation to the 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 involving the internal control over financial reporting and its operation that we consider to be material 
weaknesses. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality's basic financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts 
and grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards. 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS REQUIRED BY GOVERNMENT AUDITING STANDARDS 
Page2 

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

CfJfJ 191~~ );ta,,,,~ <J!JC 
CPA DIAZ-MARfiNEZ, PSC 0 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2007 

Caguas, Puerto Rico 
December 17, 2004 
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CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 

TEL (787) 7.JC>-0510 
FA X (787) 7.J6-0~25 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH 
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY 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, 
2004. The Municipality's major federal programs are identified in the summary of auditors' result section of the 
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations, 
contracts and grants apprtcable to each of its major federal programs is the responsibility of the Municipality's 
management. Our responsibility is to express an opinion on the Municipality's compliance based on our audit. 

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

As described in items 04-111·01 and 04-111-08 through 04-111· 10 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, 2004. 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 
and which are described in the accompanying Schedule of Findings and Questioned Costs as items 04-111-02 through 
04-111-07. 
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INDEPENDENT AUDITORS1 REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH 
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMS CIRCULAR A·133 
Page2 

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 04-111·01 through 04-111-07. 

A material weakness is a condition in which the design or operation of one or more of the internal control components 
does not reduce to a relatively low level the risk that noncompliance with applicable requirements of laws, 
regulations, contracts and grants caused by error or fraud that would be material in relation to a major federal 
program being audited may occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. Our consideration of the internal control over compliance would not necessarily 
disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily 
disclose all reportable condttions that are also considered to be material weaknesses. However, we believe that none 
of the reportable conditions described above is a material weakness. However, of the reportable conditions described 
above we consider item 04-111-01 to be material weakness. 

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

~;Jn Jn~-~~u; (Jsc 
CPA DIAZ-MARTINEZ, PSC () 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2007 

Caguas, Puerto Rico 
December 17, 2004 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

SECTION I - SUMMARY OF AUDITORS' RESULTS 

Financial Statements 

Type of auditors' report issued: 

Internal control over financial reporting: 

• Reportable condition(s) identified? 

• Material weakness(es) identttied? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 

• Reportable condltion(s) identified? 

• Material weakness (es) identified? 

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

Any audit finding disclosed that are required to be reported 
in accordance with Section 51 O (a) of Circular A· 133? 

ldentif ication of Major Programs: 

l&I Unqualified Opinion 
0 Adverse Opinion 

0 Yes 

0 Yes 

0 Yes 

l&I Yes 

l&I Yes 

0 Unqualified Opinion 
0 Adverse Opinion 

l&I Yes 

CFDANumber Name of Federal Program or Cluster 

State Block Grants Program 14.228 
14.871 
83.544 
93.575 

Section 8 Housing Choice Voucher Program 
Public Assistance Grant 
Child Care and Development Block Grant 

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

Audltee qualified as low-risk auditee? 
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$300,000 

0 Yes 

0 Qualified Opinion 
0 Disclaimer Opinion 

f&I None Reported 

l&I No 

181 No 

0 None Reported 

0 No 

181 Qualified Opinion 
0 Disclaimer Opinion 

0 No 

l&J No 

conUnue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR lliE FISCAL YEAR ENDED JUNE 30, 2004 

SECTION II -FINANCIAL STATEMENT FINDINGS 

NO MATIER IS REPORTED. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDmON 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED CoSTS 

NUMBER 04-111-01 

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 

DA VIS-BACON ACT 

Municipality did not develop a monitoring system to ensure that contractors paid 
prevailing wages rates according to Department of Labor. This Is a prior year audit 
finding. 

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

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

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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

ANDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION 111- FEDERAL AWARD FINDINGS AND QuESTIONED COSTS 

NUMBER 04·111·02 

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's File Test we noted that one (1) tenant's file did not contain 
evidence of unifs property deeds. Also we notice that in two (2) tenanf s files the 
proprietor's name mentioned at the property deeds was different from those who were 
receiving the HAP payment. This Is a prior year audit finding. 

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

Municipality did not implement procedures that guarantee that the family does not own 
or has any interest in the unit. 

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

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

None 

Pending the Corrective Action Plan. 

continue 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

ANDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

NUMBER 04·111-00 

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

COMPLIANCE AND INTERNAL CONTROL 

ELIGIBILITY TEST 

During our Participanfs File Test we noted that three (3) participanfs file did not have 
evidence of the HUD-approved release and consent forms submitted by the family as 
required by federal regulation. This Is a prior year audit finding. 

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 fUmish 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 did 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 unearned 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 eligibillty 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 ot age, and each family head and spouse 
regardless of age, to sign a release form. 

None 

Pending the Corrective Action Plan. 

con11nue 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

NUMBER 04-111-04 

CHILD CARE AND DEVELOPMENT BLOCK GRANT (CFDA NO. 93.575) 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
PASS-THROUGH STATE - ADMINISTRATION FOR THE CHILDHOOD CARE AND 
INTEGRAL DEVELOPMENT 

COMPLIANCE AND INTERNAL CONTROL 

PERIOD OF AVAILABILITY OF FUNDS 

During our audit, we noted that the Munlclpallty did not fiquidate the current obligations 
as required by the pass-through entity at the grant agreement. The Munlclpality did not 
obtain an extension of the deadline, in order to pay those obligations after the end of the 
funding period, from the pass-through entity. 

Administration for the Childhood Care and Integral Development, Contract Number 123· 
2003-000364, states that the Munlclpallty shall liquidate all obligations incurred under 
the award not later than ninety (90) after the end of the funding period. 

Municipality is not in compliance with the requirement states in the Contract Number 
123-2003-000364. 

Municipality incurred in unallowable payments. 

We recommend to management to implement adequate controls to assure that all 
obligations are paid as required by the pass-through entity. 

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 FISCAL YEAR ENDED JUNE 30, 2004 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDmON 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill- FEDERAL AWARD FINDINGS AND QUESTIONED Cosrs 

NUMBER 04-111-05 

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, SUSPENSION AND DEBARMENT 

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 EEO, Clear Air and Clear Water Act Energy Policy and 
Conservation Act for contracts over $100,000, as required by the program regulation. 
This Is a prior year audit finding. 

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 (i) (1-13) of 
OMB Common Rules. 

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

None 

Pending the Corrective Action Pian. 

continue 
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MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

ANDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS ANO OUESTIONEO COSTS 

NUMBER 04·111-06 

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

COMPLIANCE AND INTERNAL CONTROL 

PROCUREMENT, SUSPENSION AND DEBARMENT 

During our Participant's File Test we noted that three (3) tenanrs file did not contain all 
the contracts as required by the federal regulation. Also we noticed that in fifteen (15) 
tenanrs files the contract was not the required HUO's word-to-word form. 

Code of Federal Regulations, 24 CFR, Subpart 0, Section 982.162 (a) stated that the 
Municipality must use program contracts and other forms required by HUD 
headquarters, including the HAP contract between the Municipality and the owner, and 
the tenancy addendum (included in the lease between the owner and the tenant and in 
the HAP contract). Code of Federal Regulations, 24 CFR, Subpart D, Section 982.162 
(b) stated that the required program contracts and other forms must be word-to-word in 
the form required by HUD headquarters. Any additions or modification to those required 
contracts and forms must be approved by HUD headquarters. 

Municipality did not establish procedures to ensure that all the required contracts were 
the HUD's word-to-word forms and that they were legalized before the housing 
assistance payments and/or the utility reimbursements were disbursed. 

Municipality is not in compliance with 24 CFR, Subpart D, Section 982.162 (a) and (b). 

We recommend management to update contract model and to include all documentation 
required by the federal regulation. 

None 

Pending the Corrective Action Plan. 

continue 
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MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

ANDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill- FEDERAL AWARD FINDINGS AND QUESTIONED CoSTS 

NUMBER 04-lll·07 

CHILD CARE AND DEVELOPMENT BLOCK GRANT (CFDA NO. 93.575) 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
PASS-THROUGH STATE-ADMINISTRATION FOR THE CHILDHOOD CARE AND 
INTEGRAL DEVELOPMENT 

COMPLIANCE AND INTERNAL CONTROL 

REPORTING 

During our audit, we noted that the Municipality did not maintain a current and complete 
general ledger which adequately identifies the source and application of Child Care 
Program funds for the Fiscal Year 2003-2004. The accounting information was prepared 
after year-end. 

OMB Common Rules, Subpart G, 45 CFR, Section 98.67 (c) stated that fiscal control and 
accounting procedures must be sufficient to permit preparation of reports and the tracing 
of funds to a level of expenditure adequate to establish that such funds have not been 
used in violation of the provisions of this part. 

Municipality is not in compliance with Subpart G, Section 98.67 (c). 

Municlpallty cannot adequately identify the source and application of funds. 

We recommend management to maintain adequate and accurate accounting records. 

None 

Pending the Corrective Action Plan. 

continue 
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MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDmON 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION 111- FEDERAi. AWARD FINDINGS AND QUESTIONED CoSTS 

NUMBER 04-111-08 

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

COMPLIANCE AND INTERNAL CONTROL 

SPECIAL TESTS AND PROVISIONS 

During our waiting list test we noted that the list did not contain the required information 
to assure that the selection of new tenants admitted to the program where in accordance 
with the Public Housing Agency tenant selection policies. This Is a prior year audit 
finding. 

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 did not maintain the complete information on the waiting list and does not 
guarantee the correct selection of the appficants. 

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. 

continue 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS AND 0UESTIONED CoSTS 

NUMBER 04-lll-09 

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

COMPLIANCE AND INTERNAL CONTROL 

SPECIAL TESTS AND PROVISIONS 

During our Participant's File Test we noted that eight (8) participant's file did not have a 
unit inspection report. This Is a prior year audit finding. 

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 did 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. 

continue 
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FINDING 

FEDERAL PROGRAM 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION Ill - FEDERAL AWARD FINDINGS ANO OUESTIONED Cosrs 

NUMBER 04·111·10 

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

COMPLIANCE AND INTERNAL CONTROL 

SPECIAL TESTS AND PROVISIONS 

During our Participant's File Test we noted that four (4} tenant's file did not documented 
the determination that the rent to owner is reasonable in accordance with the 
Municipality's administrative plan initially and during the contract term. 

Code of Federal Regulations, 24 CFA, Subpart D, Section 982.158 (f) (7) stated that the 
Municipality must maintain records to document the basis for the Municipality's 
determination that the rent to owner is a reasonable rent (inltially and during the term of 
the HAP contract). 

Municipality did not implement procedures in order to document the reasonable rent to 
owner. 

Municipality is not in compliance with 24 CFA, Subpart D, Section 982.158 (f) (7). 

We recommend management to document the basis for the determination that the rent to 
owner is a reasonable rent (initially and during the term of the HAP contract). 

None 

Pending the Corrective Action Plan. 

END OF SCHEDULE 
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SCHEDULE OF PRIOR AUDITS' FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

(1) Audit Findings that have been Fully Corrected: 

ASCAL YEAR 2003 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

FISCAL YEAR 2002 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

03-111-03 

14.871 

None 

03-IU-OS 

14.871 

None 

14.871 

None 

03-111·10 

14.871 

None 

02-111-04 

14.871 

None 

8iglbility 
No third party verification regarding family income and composition of the tenant's files. 

System and procedures were corrected 

Special Test and Provisions 
No documentation of the correction period for the repairs. There was no evidence of an unit 
inspection report or other verification dcx:umentlng that the PHA required repairs were 
completed. 

System and prcx:edures were corrected 

Special Test and Provisions 
Participants occupied units that failed the initial inspection; without satisfying the Housing 
Quality Standards. 

System and prcx:edures were corrected 

Special Test and Provisions 
No evidence of an initial unit inspection report. 

System and procedures were corrected 

Eligibility 
No third party verification regarding family income and composition of the tenant's files. 

System and procedures were corrected 

continue 
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SCHEDULE OF PRIOR AUDITS' RNDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

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

Finding Number 

CFDANumber 

Questioned Cost 

Audltae Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Auditae Comments 

FISCAL YEAR 2001 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

02·Hl-13 

14.871 

None 

02-111-14 

14.871 

None 

01-10.()6 

Special Test and Provisions 
No documentation ot the correction period for the repairs. 

System and procedures were corrected 

Special Test and Provisions 
No evidence of an Initial unit Inspection report. Also participants occupied units that failed the 
initial inspection; without satisfying the Housing Quality Standards. 

System and procedures were corrected 

Eligibility 
No third party verification regarding family income and canposition of the tenanfs mes. 

14.855 - 14.857 

None 

01-111-15 

14.855· 14.857 

None 

System and procedures were corrected 

Special Test and Provisions 
Participant files did not have a unit Inspection report. No documentation of the correction 
period for the repairs. 

System and procedures were corrected 

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

FISCAL YEAR 2003 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

03-111-01 

14.288 

None 

14.871 

None 

03·111--04 

14.871 

None 

03-111-05 

14.228 

None 

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

We will develop the monitoring system and assign to an employee the responsibility to obtain 
contractor's payrolls and perform the Interviews in accordance with this requirement. 

8iglblllty 
HUD- approved release and consent forms submitted by the family. 

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

EllglbUlty 
Tenant's files did not contain any evidence of the deeds to the property. Proprietor's name 
mentioned at the property deeds was different from those who were receiving the HAP 
payment. 

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

Procurement Standards 
Missing contracts' clauses. 

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 

CFDANumber 

Questioned Cos1 

Auditee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

FISCAL YEAR 2002 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

03-111--06 

14.871 

None 

~U-07 

14.871 

None 

02·111-02 

14.288 

None 

02·111-03 

14.871 

None 

02-111-05 

14.871 

None 

Special Test and Provisions 
The waiting list did not contain the required infonnallon to assure compliance with selection 
policies. 

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

Special Test and Provisions 
Participanfs files did not have a unit Inspection report. 

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

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

See Finding Number 03·111-01. 

Eligibility 
HUD· approved release and consent forms submitted by the family. 

See Finding Number 03·111-02. 

SlglbUity 
Tenant's files did not contain any evidence of the deeds to the property. 

See Finding Number 03-111-04. 

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

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

02·111-07 

14.228 

None 

02-IJl.()9 

14.228 

None 

02·111·10 

14.871 

None 

02·111·11 

14.871 

None 

02·111·12 

14.871 

None 

Procurement Standards 
Missing contracts' clauses. 

See Finding Number 03-111-05. 

Special Test and Provisions 
Missing Initial (preliminary) unit inspection. 

Instructions were given to Federal Program Director to update participant flies with initial 
inspection report. 

Special Test and Provisions 
The waiting list did not contain the required Information to assure compliance with selection 
policies. 

See Finding Number 03-111-06. 

Special Test and Provisions 
No evidence of the determination of reasonableness of rent payment. 

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

Special Test and Provisions 
Participant's files did not have a unit inspection report 

See Finding Number 03-111-07. 

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

FISCAL YEAR 2001 

Finding Number 01-111.()2 Allowable Cost/ Cost Principles 
Missing documents that justify the disbursement. 

CFDANumber 83.544 

Questioned Cost $3,570 

Audltee Comments Pending of final determination of questioned costs. 

Finding Number 01-111-04 Davis-Bacon Act 
Municipality did not develop a monitoring system to the contractors. 

CFDANumber 14.228 

Questioned Cost None 

Audltee Comments See Finding Number 03-111-01. 

Rndlng Number 01-111-05 Eligibility 
HUD- approved release and consent fonns submitted by the family. 

CFDANumber 14.855-14.857 

Questioned Cost None 

Auditee Comments See Finding Number 03-111-02. 

Finding Number 01..fll-11 Procurement Standards 
Missing contracts' clauses. 

CFDANumber 14.228 

Questioned Cost None 

Audltee Comments See Finding Number 03-111-04. 

Finding Number 01-111-16 Special Test and Provisions 
Participant's files did not have a unit inspection report. 

CFDANumber 14.855-14.857 

Questioned Cost None 

Audltee Comments See Finding Number 03-111-07. 
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(2) Audit Findings not Corrected or Partially Corrected: (contlnuaUon) 

Finding Number 01-111·17 Special Test and Provisions 
The wailing list did not contain the required information to assure compliance with selection 
policies. 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

FISCAL YEAR 2000 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

14.855-14.857 

None 

See Finding Number 03-111-06. 

01-Dl-19 

14.228 

Special Test and Provisions 
;-panl files ~d no1 have lhe Ulilial (prelimlnaiy) unll lnspecilon. 

None 

()()..111.()5 

83.544 

$31,800 

()()..111.()8 

14.228 

None 

()()..111..()9 

14.855-14.857 

None 

See Finding Number 02-111-09. 

Allowed Cost - Cost Principles 
Munlclpallty did not maintain adequate control over the record keeping of documents that 
justify the disbursement. 

Pending of final determination of questioned costs. 

~},ls-Bacon Act 
Jnlclpaflty did not develop a monitomg system to the contractors. 

See Finding Number 03-111-01 . 

Ellglbfllty Test 
HUD- approved release and consent forms submitted by the family. 

See Finding Number 03-111-02. 

59 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF SAN LORENZO, PUERTO RICO 

SCHEDULE OF PRIOR AUDITS' FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

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

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

Finding Number 

IJO.IR-10 / rocurement standards 
Missing contracts' dauses. 

14.228 

None 

See Finding Number 03·111-04. 

Q0.111-13 Special Test and Provisions 
The waiting list did not contain the required information to assure compliance with selection 
policies. 

CFDANumber 

Questioned Cost 

Audltee Comments 

Finding Number 

CFDANumber 

Questioned Cost 

Audltee Comments 

FISCAL YEAR 1999 

Finding Number 

CFDANumber 

Questioned Cost 

Auditee Comments 

Finding Number 

14.855· 14.857 

None 

See Finding Number 03-111-06. 

()()..11-19 Special Test and Provlsb15 
Participants' files did not have a unit inspection report. 

14.855-14.857 

None 

See Finding Number 03-111-07. 

99-111-02 ~ls-Bacon Act 

1 
..... nlclpallty did not develop a monitoring system to the contractors. 

14.228 

None 

See Finding Number 03-111-01. 

99-111.()4 I Pfocunment Standards 
Missing contracts' dauses. 

CFDA Number 14.228 

Questioned Cost None 

See Flndng Number 03-lll~ Auditee Comments 
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(3) Corrective action taken Is signiflcan1fy different from corrective action previously reported: 

NONE 

(4) Audit findings is no longer valid: 

NONE 

END OF SCHEDULE 
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