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INDEPENDENT AUDITOR'S REPORT 

To the Honorable Mayor and 
the Municipal Assembly 
Municipality of Toa Baja 
Toa Baja, Puerto Rico 

I have audited the accompanying general-purpose financial statements of the 
Municipality of Toa Baja, as of and for the year ended June 30, 2002, as listed in the 
table of contents. These general-purpose financial statements are the responsibility of 
the Municipality of Toa Baja management. My responsibility is to express an opinion 
on these general-purpose financial statements based on my audit. 

Except as discussed in the following paragraphs, I conducted my audit in accordance 
with generally accepted auditing standards 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 I plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and the significant estimates made by 
management, as well as evaluating the overall financial statements presentation. I 
believe that my audit provides a reasonable basis for my opinion. 

As more fully described in Note 7, my audit of the general purpose financial statements 
did not include the financial activities of the Municipality's general fixed assets account 
group because I was unable to obtain sufficient competent evidential matter with 
respect to the reported value of the Municipality's general fixed assets account group at 
June 30, 2002. 

In my opinion, except for the effect of such adjustments, if any as might have been 
determined to be necessary, had I been able to audit the adequacy of the General Fixed 
Assets Account Group, the general purpose financial statements referred to in the first 
paragraph present fairly, in all material respect, the financial position of the 
Municipality of Toa Baja, Puerto Rico as of June 30, 2002, and the results of its 
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operations for the year then ended in conformity with generally accepted accounting 
principles. 

In accordance with Government Auditing Standards, I have also issued my report 
dated December 11, 2002 on my consideration of the Municipality of Toa Baja internal 
control over financial reporting and on my tests of its compliance with certain 
provisions oflaws, regulations, contracts, and grants. 

December 11, 2002 
Bayamon, Puerto Rico 
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I MUNICIPALITY OF TOA BAJA, PUERTO RICO 

COMBINED BALANCE SHEET • ALL FUND TYPES AND ACCOUNTS GROUPS 

30-Jun-02 

I GoyERNMENTAL FUND TYPES ACCOUNJ GROUPS 

General General Totals 

I Special Debt Cilpital I.orig· Tenn Fixed (Memorandum 

General Revenue Service Projects Debt Assets Only) 

I 
ASSETS AND OTHER DEBUS 

cas11 $ 12,001,897 $ 2,372,603 $ 281,316 $ 14,655,816 

Cash with Fiscal Agents $ 6,459,536 6,459,536 

I 
ReceiVables 

Landfill and Rent 5,003,218 5,003,218 

Other Funds 109,393 4,501,402 4.610,795 

Federal Agencies 1,338,907 1,338,907 

I 
Excise Tax 435,847 435,847 

Sales Taxes 1.129,916 1,129,916 

Other· A.E.E. 1,402,396 363,953 1,766,3"9 

Property, Plant and Equipment $ 72,870,666 72,870,666 

I 
Amount Available In Debt Service Fund $ 6,459,536 6,459,536 

Amount to be Provide For: 

Retirement of Gl!!neral and Special 
Long· Term Bonds and Notes 38,650,763 38,650,763 

I 
Oaims and Judgments 2,167,918 2,167,918 

Rebrement of Note Under Loan 

Guarantee Agreement fonn Federal 
Agency 4,250,000 4,250,000 

I 
Payment of Vested Compensates 

Absences 2,589,773 2,589,773 

Payment of Landrdl Oosure and 

Post Closure care Costs 19,316,426 19,316,426.00 

I Total Assets and other Debits $ 20,082,667 $ 8,576,86S $ 6,459,536 $ 281,316 $ 73,434,416 $ 7~870,666 $ 181,705,466 

I 
I 
I 
I 
I 

See accompanying notes and accountanst's report, which are an integral part of the general purpose financial statements. 
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I MUNIOPALITY OF TOA BAJA, PUERTO RICO 

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNTS GROUPS (CONTINUED) 

30-lun-02 

I GOVERNMENTAL FUND TYPES ACCOUNT GRoups 

General General Totals 

I Sped al Debt capital Long-Tenn Fixed (Memorandum 

General Revenue Service Projects Debt Assets Only) 

!.16111.llUli Ati12 QD:lliB CB£1:!1IS 

I AHl2EU!':!12EQUID'.(12gfl~ID 

LIABiunES ANP ()]'HEB CBEDDS 

I Accounts Payable $ 5,984,536 $ 1,396,138 $ 25,006 $ 7,405,680 

Due to: 

Other Funds 4,501,402 109,393 4,610,795 

I 
Other Governmental Units 1,668,146 1,668,146 

Feder al Agencies 524,361 524,361 

Deferred Revenues: 

Volume of Business Tax 6,760,923 6,760,923 

I 
Special f unds 1,670,727 1,670,727 

Federal Awards 412,426 256,310 668,736 

Funds From Long-Term Loans 
with GOB 

I 
Long·Term Debt: 

General Obllgatlon Bonds and Notes 

$ 38,270,299 38,270,299 

Oa1ms and Judgments 2,167,918 2,167,918 

I 
Speoal Obligation Bonds and Notes 

6,840,000 6,840,000 

federal Loans-Promissory Notes 

4,250,000 4,250,000 

I 
Vested Compensates Absences 

2,589,773 2,589,773 

Landfill Closure and Post-Oosure 

care Costs 19,316,426 19,316,426 

I Total Uabllltles and Other Credits 18,915,007 4,113,045 281,316 73,434,416 96,743,784 

Commitments and Contingencies 

I 
B.!Hl2 l;QUITY (!;!EElm:l 

I Investment in Property, Plant and 72,870,666 72,870,666 
Equipment 

Fund Balances/(Oeficit): 
Reserved for Encumbrances 1,167,660 1,167,660 

Unreserved: 

Designates for Debt Service 6,459,536 6,459,536 

I 
Designates for Subsequent Year 

Expenditures 4,463,820 4,463,820 

Undes1gnated 

I 
Total Fund Equity (Deficit) 1,167,660 4,463,820 6,459,536 72,870,666 84,961,682 

Total Liabilities and Other Credits, 
and Fund Equity $ 20,082,667 ! 8,S76!86S $ 6,459,536 $ 2811316 $73,434,416 $ 72,870,666 $ 181,705,466 

see accompanying notes and accountanst's report, which are an Integral part of the general purpose financial statements. 
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I MUNICIPALITY OF TOA BAJA, PUERTO RICO 

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES 
IN FUND BALANCES - ALL GOVERNMENTAL FUND TYPES 

I 
FOR THE YEAR END!:\.> :Jl.lNE 30, 2002 

§OVERNMENTAL FUND TYPfiS 

I Totals 
Special Debt capital (Memorandum 

General Revenue Service Projects Only) 

I REVENUES 

Property Taxes $ 22,553,369 $ 8,464,629 $ 31,017,998 

I 
Volume of Business Taxes 10,843,217 10,843,217 

Federal Assistance $ 10,681,288 $ 2,770,083 13,451,371 

Intergovernmental 466,247 466,247 

I 
Licenses and Permits 1,005,827 1,005,827 

Fines and Foreits 85,589 85,589 

Rent 9,987,524 9,987,524 

Others 2,258,362 2,258,362 

I Total Revenues 46,733,888 11,147,535 8,464,629 2,770,083 69,116,135 

I EXPENDITURES 

Current: 

I 
Mayor and Municipal Assembly 1,811,319 1,811,319 

General Government 13,915,683 12,131 13,927,814 

Public Works 5,208,503 5,208,503 

Culture and Recreation 1,234,608 1,2.34,608 

I Health and Sanitation 11,130,345 11,130,345 

Human Services and Welfare 6,073,153 9,185,752 16,378,280 

Planning and Development 504,175 504,175 

Urban Development 

Permanent Improvements 172,509 2,744,544 2,917,053 

Others 390,324 390,324 

Debt Service: 

Principal Retirement-Bonds 

and Notes .3,933,806 3,933,806 

Interests 3,521,770 3,521,770 

Total Expenditures 39,877,786 9,760,716 7,455,576 2,744,544 60,957,997 

Excess Of Revenues Over 
Expenditures $ 6,856,102 $1,386,819 $1,009,053 $ 25,539 $ 8,158,138 

I See accompanying notes and accountanst's report, which are an Integral part of the general purpose financial statements. 
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I MUNICPALITY OF TOA BAJA, PUERTO RICO 

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES 

IN FUND BALANCE - ALL GOVERNMENTAL FUND TYPES (CONTINUED) 

I 
FOR THE YEAR ENDED JUNE 30, 2002 

GOVERNMENTAL FUND TYPES 

I Totals 

Special Debt Capital (Memorandum 

General Revenue Service Projects Only) 

I OTHER FINANCNG 

SOURCES CUSESl 

I Proceeds From Long-Term Debt 

Reserve Reduction $ 

I 
Expended from Long-Term Debt $ 1,364,262 1,364,262 

Operating Transfer-In $ 1,387,125 1,387,125 

Operating Transfer-Out $ (1,364,262) $ (1,387,125) (2,751,387) 

I Total Other Financing 

Sources (Uses) (1,364,262) (1,387,125) 1,387,125 1,364,262 

I Excess (Deficiency) of Revenues and 

Other Financing Sources Over (Under) 

Expenditures and Other 

I 
Financing Uses 5,491,840 (306) (378,072) (1,338,723) 5,429,f.14 

(Increase) Decrease In Reserve for 

Encumbrances 

I Net Change in Unreserved Fund 

Balances (Deficit) 5,491,840 ~306) {378,072) (l,338,723i 5,419,6l't 

I Fund Balances (Deficit) at Beginning of 

Year, as previously Reported (13,651,509) 4,222,968 6,950,666 (2,4n,875) 

I Prior Period Adjustments (Note -~'327,329 _ 241,158 (1,122,111) 1,313,184 7,837,241 

Fund Balances (Defict) at Beginning 

I 
of Year, as adjusted ("-. 3~~2.?!1 4,464,116 ___ 5,828,555 1,313,184 5,359,366 

Fund Balances at End of Year $ 1,1.:.7 ,t)<.~. $4,463,820 $6,459,536 $ $18,947,118 
==-~~·: . 

I 
I 

See accompanying notes 3nd accountanst's report, which are an integral part of the general purpose financial statements. 
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I MUNICIPAUTY OF TOA BAJA, PUERTO RICO 

COMBINED STATEMENT OF REVENUES, EXPENDITURES, ENCUMBRANCES AND CHANGES 

IN FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) 

GENERAL AND DEBT SERVICE FUNDS 

I FOR THE YEA.R ENDED JUNE 30, 2002 

I GENERAL DEBT SERVICE 

Final Actual Variance Final Actual Variance 

Amended Favorable Amended Favorable 

I Budget (Unfavorable) Budget (Unfavorable) 

REVENUES 

I Property Taxes $ 22,998,343 $ 22,553,369 $ (444,974) $ 4,534,463 $ 5,002,565 $ 468,102 

Sales Taxes 8,400,000 9,806,685 1,406,685 

l.Jcenses & Pennits 504,262 1,228,831 724,569 

I Rent 11,195,000 7,506,143 (3,688,857) 

Intergovernmental 1,373,142 ( 1,373, 142) 

Anes & Forfeits 60,000 85,589 25,589 

I 
Miscellaneous 345,500 855,966 510,466 

Total Revenues 44,876,247 42,036,583 (2,839,664~ 4,534,463 5,002,565 468,102 

I EXPENDITURES AND ENCUMBRANCE$ 

Mayor and Municipal Assembly 1,684,076 1,630,923 53,153 

I 
General Government 19,415,988 15,829,183 3,586,805 

Public Works 3,390,918 3,360,059 30,859 

Culture and Recreation 1,292,155 1,251,331 40,824 

Health and Sanitation 12,409,032 11,933,808 475,224 

I Human Services and Welfare 6,470,488 6,219,997 250,491 

Planning and Development 213,590 212,388 1,202 

Debt Service 4,534,463 5,002,565 {468,102) 

I Total Expenditures and 
Encumbrances 44,876,247 40,437,689 4,438,558 4,534,463 5,002,565 {468,102) 

I Excess (Deficiency) Of Revenues 

over (Under) Expenditures and 

Encumbrances $ $ 1,598,894 $ 1,598,894 $ $ $ 

I 
I 
I 

See accompanying notes and accountanst's report. which are an integral part of the general purpose financial statements. 

I 
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MUNICIPAUTY OF TOA BAJA, PUERTO RICO 

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES AND CHANGES 

IN FUND BALANCE (DEFICITS) - BUDGET AND ACTUAL - GENERAL AND DEBT SERVICE FUNDS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2002 

Other Financial Sources (Uses): 

Deficit Reserves 

Excess (Deficiency) Of Revenues 

and other sources over (under) 
expenditures and other uses 

Net Change during the year In 

reserve for encumbrances 

Other GAAP Adjustments to Revenues 

Operating Transfer-In 

Operating Transfer-Out 

Other GAAP Adjustments to Expenditures 

Fund Balance (Deficit) at Beginning 

of Year as Restated (Note 

Fund Balance {Deficit) at End of Year 

Final 
Amended 

Budget 

GENERAL 

Actual 

1,598,894 

(1, 167,660) 

(1,364,262) 

6,424,868 

(4,324,180) 

$ 1,167,660 

Variance 

Favorable 
(Unfavorable) 

$ 1,598,894 

Final 

Amended 
Budget 

DEBT SERVICE 

Actual 

1,387,125 

(756,144) 

5,828,555 

$ 6,459,536 

See accompanying notes and accountanst's report, which are an integral part of the general purpose financial statements. 

·8· 

Variance 

Favorable 

(Unfavorable) 
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COM:M:ONWEAL TH OF PUERTO RlCO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 1 - ORGANIZATION AND SillvfM:ARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

Organization 

The Municipality is a political legal entity with full legislative and administrative faculties in 
every affair of municipal character, with perpetual succession, existence and legal personality 
separate and independent from the government of the Commonwealth of Puerto Rico under 
Law no. 81 of August 30, 1991 known as "Autonomous Municipality". The Municipality 
provides a full range of services including health, public works, environmental control, 
education, public safety, public housing and community development, culture and recreation 
as well as many other general and administrative services. 

The enclosed financial statements had been prepared in conformity with the statements on 
Standards for Accounting and Review Services, issued by the American Institute of Certified 
Public Accountants (AICP A), and the Government Accounting and Financial Reporting 
Standards issued by Governmental Accounting Standards Board (GASB). A summary of 
significant accounting policies follows: 

Summaiy of Significant Accounting Policies 

The accounting policies of the Municipality conform to generally accepted accounting 
principles as applicable to government units. The following is a summary of the significant 
accounting policies: 

A} Reporting Entity 

The Municipality of Toa Baja was established in the year of 1745. The governmental system 
of the municipality is composed of the executive and legislative bodies. The mayor is the 
Chief Executive Officer and is elected every four years in the general elections of the 
Commonwealth of Puerto Rico. The legislative body consists of 16 assemblymen also elected 
in the general elections of Puerto Rico for a four-year period. 

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

-9-
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES - CONTINUED 

A) Reporting Entity (Continued) 

The general purpose financial statements presents the financial position of the various fund 
types and accounts groups and the results of operations of the various fund types of the 
Municipality of Toa Baja, Puerto Rico. This includes the organizational units governed by the 
Executive Officers and members of the municipal assembly of the Municipality of Toa Baja, 
Puerto Rico. The Municipality of Toa Baja, Puerto Rico, has no oversight responsibility or 
authority over any other governmental entity, since no other entities are considered to be 
controlled by or dependent on the Municipality. Control or dependency is determined using 
the following criteria: 

• Selection of unit's governing board. 
• Management designation of the unit. 
• Significant influence. 
• Accountability for fiscal matters. 
• Scope of public service of the unit. 
• Any other relationship, which in substance, implies control or dependency. 

B) Fund Accounting 

The Municipality accounts are organized on the basis of fund and accounts groups, each of 
which is considered a separated accounting entity. Each fund operations are accounted by its 
own groups of self-balancing accounts that comprised its assets, liabilities, fund balances, 
revenues and expenditures. The Municipality funds are allocated to and accounted for in 
individual funds based upon the purposes for which they are spent and the means by which 
spending activities are controlled. The individuals funds are grouped in the financial 
statements by fund types as follow: 

Govemmental and Debt Service Fund 

Governmental funds are those through which most governmental functions are financed. The 
acquisition, use, the balances of the Municipality's expendable financial resources and the 
related current liabilities are accounted for through governmental funds. The measurement 
focus is upon determination of changes in financial position, rather than upon net income 
determination. The following are the Municipality's governmental funds: 

-10-
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES- CONTINUED 

BJ FundAccounting- Continued 

Govemmental and Debt Service Fund (Continued) 

• General Fund-The general fund is the principal fund of the Municipality. It is 
used to record all the financial resources and the majority of current operations 
except for those of specific nature that must be recorded in other funds. 

• Special Revenue - Is used to account for the proceeds of specific revenue sources 
that are legally restricted to expenditures for specific purposes. 

• Debt Service Fund - In the debt service fund the accumulation of resources 
assigned for the payment of principal, interest and related cost of the bonds 
payable and other obligations are recorded. 

• Capital Projects - Is used to account for financial resources reserved for the 
acquisition or construction of major capital facilities. 

Accounts Groups 

The accounts groups are not funds; they are used to establish accounting controls and to 
account for general fixed assets and long term general debts of the Municipality. The 
following are the municipality's account groups: 

• General Fixed Assets -The general fixed assets account group reflects the cost 
of fixed assets of a stewardship nature (certain land, buildings, certain 
improvements other than buildings, furniture and fixtures, equipment and 
motor vehicles acquired or constructed by the municipality). Public domain 
("infrastructure") fixed assets consisting of roads, bridges, underground water 
and sewer facilities and certain other property are recorded as expenditures 
and are not capitalized in the General Fixed Assets Account Group. Donated 
fixed assets are valued at their estimated fair value on the date donated. No 
depreciation has been provided and the interest on financing during the 
construction period will not be capitalized in the General Fixed Assets 
Account Group. 

-11-
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES - CONTINUED 

B) Fund Accounting- Continued 

Accounts Groups 

• General Long-Term Debt - Is used to account for all long-term debt obligations 
of the Municipality. 

C) Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts 
and reported in the general-purpose financial statements. Basis of accounting relates to the 
timing of the measurements made, regardless of the measurement focus applied. 

The modified accrual basis of accounting and the governmental fund types are used in the 
preparation of the general-purpose financial statements. With the modified accrual basis of 
accounting, revenues are recorded when susceptible to accrual, i.e., both measurable and 
available. Available, means collectible within the current period or soon enough thereafter, 
normally within the next two or three months, to be used to pay liabilities of the current 
period. Revenues collected in advance of the fiscal year to which they apply are recorded as 
deferred revenues and recognized as revenues in the year to which they apply. Expenditures 
are generally recognized when the related fund liability is incurred. Exceptions to this general 
rule include; (1) accumulated unpaid sick leave and other employee amounts which are not 
accrued (Note IG); and (2) principal and interest on long-term debt, which is recognized when 
due. 

Intergovernmental revenues and federal awards received from the federal government are 
recorded following the applicable legal and contractual requirements. Essentially, there are 
two types of revenues; (1) revenues recognized based upon the expenditures recorded. This 
occurs when moneys must be expended on the specific purpose of project before any amounts 
will be paid to municipality. Similarly, if cost sharing or matching requirements exist, revenue 
recognition depends upon compliance with these requirements; and (2) resources reflected as 
revenues at the time of receipt or earlier, if susceptible to accrual. These apply to moneys 
virtually unrestricted as to purpose of expenditures and are usually revocable only for failure to 
comply with prescribed compliance requirements. 

-12-
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COMMONWEAI .. TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES - CONTINUED 

C) Basis of Accounting-Continued 

Property taxes are recognized as revenues when collected by the Collection Center of 
Municipal Revenues (CRIM) of the Commonwealth of Puerto Rico, even though a portion of 
the taxes may be collected in subsequent years (see Note 2). Licenses and permits, fines and 
forfeits and miscellaneous revenues are recorded as revenues when collected, because they are 
generally not measurable until actually received. 

D) Encumbrances 

Encumbrance accounting is employed in the governmental fund types. Under the 
encumbrance system all purchase orders, contracts and other commitments for the expenditure 
of funds are recorded in order to reserve that portion of the applicable appropriation. Under 
generally accepted accounting principles, encumbrances outstanding at year-end are reported 
as reservations of fund balance and they do not constitute expenditures or liabilities since the 
commitments will be honored during subsequent year. Encumbrances constitute expenditures 
for budgetary purposes only, and, accordingly, are reported with expenditures in all budgetary 
basis statements. The Municipality's records shows encumbrances amounting to $ 4, 172,046 
as of June 30, 2002. However, the reserve for encumbrances presented in the general purpose 
financial statements for the fiscal year ended June 30, 2002, amounts to $ 1,167,660 which 
represents the available Fund Balance as of this date. 

E) Budgetary Data 

The municipality annual budget represents departmental appropriations recommended by the 
Mayor and the means of financing them. The Municipality follows these procedures, in 
accordance with law, in order to establish the budgetary data reflected in the general purpose 
financial statements: 

• Prior to May 15 of each fiscal year, the mayor submits to the Municipal 
Assembly a proposed budget for the fiscal year commencing the 
following July 1. 

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

• Subsequent to the enactment of the annual appropriation ordinance, the 
Municipal Assembly as the authority to make necessary amendments to 
the budget, including budgetary transfers. Amendments made during 

-13-
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES - CONTINUED 

E) Budgetaty Data-Continued 

• fiscal year are reflected in the budget information included in the 
general-purpose financial statements. 

The accompanying combined financial statement of revenues, expenditures and encumbrances 
and changes in fund balance (deficits) - budget and actual, is presented on the budgetary basis 
to enhance comparability, since the budgetary basis followed by Municipality differs from 
generally accepted accounting principles (GAAP). 

F) Inventories 

The general and special revenue 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 general-purpose 
financial statements. 

G) Vested Compensated Absences 

Municipal employees are granted 30 days of vacations and 18 days of sick leave annually. 

Vacations may be accumulated up to a maximum of 60 days and sick leave up to a maximum 
of 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 
part of the sick leave terminates all rights for compensation, except for employees with ten 
years of services who are entitled to sick leave pay up to the maximum allowed. 

The municipality accrues a liability for compensated absences, which meet the following 
criteria: 

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

• The obligation relates to rights that vest or accumulate. 
• Payment of the compensation is probable. 
• The amount can be reasonably estimated. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE I - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES - CONTINUED 

G) Vested Compensated Absences-Continued 

In accordance with the above criteria, the municipality has accrued a liability for compensated 
absences, which has been earned but not taken by municipal employees. A liability for 
compensated absences, which will not require the use of expendable available financial 
resources are included in the general long- term debt account group. The estimated total cost 
of compensated absences that will require the use of current expendable resources is included 
as an accrued liability in the general fund. 

H) Insurance 

The Municipality has insurance coverage for its public facilities, primarily to provide 
protection from catastrophic losses. Also, principal officials of the municipality are covered 
under various surety bonds. The Secretary of the Treasury Department of the Commonwealth 
of Puerto Rico is the agent commissioned to place all of the municipality's insurance coverage. 
Premiums payable are withheld in the Collection Center of Municipal Revenues (CRIM) from 
monthly advance of property tax and subsidy send to the municipality. 

n Use of Estimates 

The preparation of general-purpose financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities. It also requires disclosure be made of contingent 
assets and liabilities at the date financial statements and the reported amounts of revenues and 
expenditures during the reported period. Actual results could differ from those estimates. 

J) Total <Memorandum only) Columns 

Total columns on the general-purpose combined financial statements are captioned 
memorandum only to indicate that they are presented only to facilitate financial analysis. 
Data in these columns do not present financial position, results of operations, or changes in 
financial position in conformity with generally accepted accounting principles, neither is such 
data comparable to a consolidation. Inter-fund elimination had not been made in the 
aggregation of this data. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 2 - PROPERTY TAXES (CONTINUED) 

The Collection Center of Municipal Revenues (CRIM) is responsible for the assessment of all 
real and personal property located within the Municipality of Toa Baja. Law number 81, 
approved on August 30, 1991, named Autonomous Municipalities of the Commonwealth of 
Puerto Rico Act of 1991, authorizes the municipalities of Puerto Rico to levy a tax 
contribution over all properties within the territorial limits of the Municipality. Nevertheless, 
CRIM is responsible for the administration and collection of the corresponding tax 
contribution, during such fiscal year. 

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

Law Number 83, approved on August 30, 1991, named Municipal Property Tax law of 1991, 
Article 2.01, authorizes the municipalities to impose during fiscal year 1992-93, and for each 
subsequent fiscal year, a basic property tax contribution of up 4% annually, over the assessed 
value of all real and non - exonerated property within the municipality, in addition to other 
contributions imposed based on laws in force. Also, law Number 83, in Article 2.02, 
authorizes the municipalities to impose during fiscal year 1992-93, and for each subsequent 
fiscal year, a special contribution of up to 1.03% annually, over the assessed value of all real, 
personal and non-exonerated property within the Municipality, to be applied to the 
amortization of general long - term obligations. This special contribution is also in addition to 
other contribution imposed based on laws in force. 

Based on Articles 2.01 and 2.02 of law number 83, Municipality of Toa Baja, Puerto Rico, 
through ordinance number 30, series 1992-93, approved by Mayor on December 24, 1992, 
imposed property tax rates over the assessed value of all real and personal property within the 
Municipality. The tax rates are detailed as follows: 

Basic Contribution 
Additional Special State Contribution 
Additional Special Municipal Contribution 

Discount Granted by Central Government 

Effective Tax Rates Applicable to Taxpayers 
-16-

Personal 
Property 

4.00% 
1.03 
1.25 
----------
6.28 
(.20) 
--------
6.08% 

Real 
Property 

6.00% 
1.03 
1.25 
----------
8.28 
(.20) 

----------
8.08% 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 2- PROPERTI TAXES (CONTINUED) 

This tax rates were made effective beginning on January 1, 1994, over the assessed value of 
property as of such date, and for each subsequent fiscal year, and their collection started after 
July 1, 1994, by CRIM. 

The Commonwealth of Puerto Rico grants a complete real property tax exoneration on the 
first$ 15,000 of 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 CRIM, instead of the property 
taxpayer, becomes the source of payment in these cases. 

Those retailers with an annual net sales volume of less than $ 100,000 receive a complete 
exemption from personal property taxes up to an assessment value of$ 20,000 is granted by 
the municipality. 

The CRIM sends to the Municipality of Toa Baja, on monthly payments, 100% of the 
estimate, made at beginning of fiscal year, of the contribution assessed over property to be 
collected for the municipality. Within ninety (90) days after fiscal year end, CRlM will 
prepares a final analysis of funds distributed to the municipality, and the actual funds collected. 
If less funds were distributed, than the actual amount collected by CRIM, they, through the 
Government Development Bank of Puerto Rico (GDB), will send to the Municipality the 
remaining balance. If funds were distributed in excess of the amounts that actually correspond 
to the Municipality, CRIM informs to the GDB in order to retain from future monthly 
payments, the amounts send in excess. 

The Municipality of Toa Baja recognized as revenue in the general fund, the exonerated 
portion of property tax contribution when received from monthly notifications from CRIM. 

NOTE 3 - VOLUME OF BUSINESS TAX 

The volume of business tax is levied each year based on the prior year's gross revenues for all 
commercial and industrial organizations doing business in the municipality and which are not 
totally or partially exempt from this tax under the Industrial Incentives Laws of the 
Commonwealth of Puerto Rico. All taxpayers are required to file their declarations by April 
15 of each year. 
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CO:M:MONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 3 - VOLUME OF BUSINESS TAX (CONTINUED) 

• For taxpayers engaged in any type of business, except financial institutions, 
sales tax to be paid is 0.50% of 1.00% of his business volume during fiscal year 
1993-94, and beyond. 

During fiscal year 1992-93, tax rates increased through ordinance number 29, series 1992-93 
approved on December 1992, as follows: 

This tax rates were effective for fiscal year 1993-94. This increase in tax rates is permitted 
through sales tax Law # 113, of 1974, as amended by sales tax Law # 82 approved on August 
30, 1991. 

Taxes are payable in two equal semi-annual installments on July I and January 1 following the 
date oflevy. If they are paid before their maturity, the taxpayer is granted certain discounts. 

Collections of taxes during current fiscal year, applicable to the next fiscal year, are recorded as 
deferred revenues in the general fund. 

NOTE 4- INTERGOVERNMENTAL REVENUES 

Intergovernmental revenues consist primarily of funds received from the Commonwealth of 
Puerto Rico, "in lieu of tax" payments from certain quasi-public corporations, such as the 
Puerto Rico Electric Power Authority and the Telephone Authority, and federal awards 
received from federal government. 

Grants and subsidies received from the Commonwealth of Puerto Rico and federal agencies 
include, among others, a general subsidy for urban development and capital improvements, 
and to finance certain operations of the Health Department for medical services. 

All of these intergovernmental revenues are accounted for through the general fund except for 
those directly related to urban development and capital improvements, which are accounted 
for through the special revenue and capital projects funds. 
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COMMONWEAL TH OF PUERTO RJCO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSES FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 5 - LANDFILL AND RENTS RECEIVABLES 

The Municipality maintains several accounts receivables included in the General Purpose 
Financial Statement as of June 30, 2002. Those receivables arose from ordinary operating 
activities recorded during the fiscal year ended as of this date, as follows: 

Landfill outstanding accounts 
Other Rents 

Total 

$ 4,998,918 
4,300 

$ 5.003.218 

From the above total, the Municipality collected the amount of$ 3,820,954 from July to 
December 17, 2002. 

NOTE 6 - GENERAL AND SPECIAL OBLIGATIONS - BONDS AND NOTES 

The principal long - term obligations of the Municipality are general obligation bonds and 
notes issued to finance the construction and improvements of public facilities and special 
obligation notes issued for repayment of operational debts. The Municipality's general 
obligation long - term debt retirements are appropriated and paid from resources accumulated 
in the debt service fund (see Note 6). The special obligation long - term debt retirements are 
paid through retention made by the CRIM from monthly advance of property tax and subsidy 
send to the municipality. 

General and special obligation bonds and notes as of June 30, 2002, are composed of the 
following individual issues: 

General Obligations- Bonds and Notes 

$ 9,725,000, series 1994, payable in annual 
installments ranging from$ 135,000 to$ 850,000, 
through July 2019; interest at 8%. 

$ 8,150,000, series 1994, payable in annual 
installments ranging from$ 300,000 to$ 880,000, 
through July 2009; interest at 12%. 

$ 1,670,000, series 1994, payable in annual 
installments ranging from$ 25,000 to$ 145,000, 
through July 2019; interest ranging from 6.15% to 8.206%. 
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$ 8,305,000 

4,955,000 

1,425,000 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 6- GENERAL AND SPECIAL OBLIGATIONS - BONDS AND NOTES 
(CONTINUED) 

$ 5,100,000, series 1994, payable in annual 
installments ranging from$ 185,000 to$ 550,000 
through July 1, 2009; interest ranging from 6.106% to 6.580%. 

$ 2,755,000, series 1994, payable in annual 
installments ranging from$ 60,000 to$ 265,0010 
through July 1, 2014; interest ranging from 7 .250% to 6 .580%. 

$ 1,540,000, series 1994, payable in annual 
installments ranging from$ 170,000 to$ 240,000 
through July 1, 200; interest ranging from 5.400% to 6.875%. 

$ 1,020,000, series 1996, payable in annual 
installments ranging from$ 40,000 to$ 135,000 
through ranging from 4. 700% to 8.00%. 

$ 3,530,000 series, 1998, payable in annual 
installments ranging from$ 145,000 to$ 305,000 
through July 1, 2020; interest ranging from 6.000% to 7 .080%. 

$ 1,310,000 series 1999, payable in annual 
installments ranging from$ 45,000 to$ 175,000 
through July 1, 2005; interest ranging from 6.000% to 7.45%. 

$ 5,075,000 series 1999, payable in annual 
installments ranging from$ 195,000 to$ 540,000 
through July 1, 2015 interest ranging from 6.16% to 11.06%. 

$ 1,500,000, series 1999, payable in annual 
installments ranging from $ 44,000 to $ 108,000 
through June 2019; interest at 4.5%. 

$ 3,470,000, series 2000, payable in annual 
installments ranging from$ 140,000 to$ 355,000 
through June 2014, interest at approximately 8%. 
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3,105,000 

2,115,000 

$ 1,350,000 

745,000 

3,180,000 

640,000 

4,345,000 

1,311,106 

3,020,000 
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CO:M~MONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 6 - GENERAL AND SPECIAL OBLIGATIONS - BONDS AND NOTES 
<CONTINUED) 

$ 2,062,000, series 1996, payable in annual 
installments ranging from $ 62, 799 .66 through 
January 1, 2021; interest at 2%. 

$ 605,000, series 2000, payable in annual 
installments ranging from$ 70,000 to$ 105,000 
through June 2006, interest at approximately 8%. 

$ 655,000, series 2000, payable in annual 
installments ranging from$ 25,000 to$ 70,000 
through July 1, 2015; interest ranging from 5.88% to 8%. 

$ 875,000, series 2000, payable in annual 
installments ranging from$ 5,000 to$ 75,000 
through July 2025; interest ranging from 5.88% to 8%. 

Total general Obligations - Bonds and Notes 

Special Obligation - Notes 

$ 10,500,000 series 1986, payable in annual 
installments of$ 585,000, through July 1, 2006; 
interest at 6.00%. 

$ 400,000, series 1996, payable in annual 
installments ranging from$ 10,000 to$ 40,000, 
through July 1, 2016; interest at 8.00%. 

$ 705,000, series 2000, payable in annual 
installments ranging from$ 95,000 to$ 145,000 
through July 1, 2006; interest ranging from 5.88% to 8%. 

Total Special Obligations -Notes 

Total General and Special Obligations - Bond and Notes 
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1,934,193 

$ 380,000 

605,000 

855,000 

38,270,299 

6,005,000 

330,000 

505,000 

6,840,000 

45,110,299 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

COMMONWEALTH OF PUERTO RJCO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 6 - GENERAL AND SPECIAL OBLIGATIONS - BONDS AND NOTES 
(CONTINUED) 

PromissoiyNotes- Loan Guarantee Assistance (Continued) 

$ 9,550,000 promissory note, issued under section 
108 of the of the Housing and Community Development 
Act of 1974, as amended, payable in variable annual 
installments through August 1, 2005; interest pursuant 
to section 6 of the Federal Financing Bank Act of 1973. 

Total Promissory Notes 

Total Bonds and Notes Outstanding 

4,250,000 

4,250,000 

$ 49.360.299 

The annual requirements to amortize the general and special long - term debt and promissory 
notes outstanding as of June 30, 2002, including interest payments of $ 26, 704,989 are as 
follows: 

Years 
June 30, 

2003 
2004 
2005 
2006 
2007 and after 
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Total 

$ 7,455,577 
7,031,905 
6,990,855 
6,705,374 

47,881,577 

$ 76.065.288 
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COlv1MONWEALTH OF PUERTO RJCO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 6- GENERAL AND SPECIAL OBLIGATIONS - BONDS AND NOTES 
(CONTINUED) 

The following is a summary of changes in long - term obligations for the year ended June 30, 
2002: 

Retirements, 
Balance New Current Balance 

July 1, Issues and Maturities & June 30, 
2001 Adjustments Adjustments 2002 

General Obligations Loans $ 38,717,106 $ 1,934,193 $ (2,381,000) $ 38,270,299 

Special Obligation Loans 7,205,000 -0- (365,000) 6,840,000 

Promissory Notes 5,310,000 -0- (1,060,000) 4,250,000 
---------------- --------------- --------- ---·---·-------·-·-·- ·-

Total $ 51.232.106 $ 1.234.123 $(31806,00W $ 42,360.222 

In connection with the entitlement grants awarded by the Department of Housing and Urban 
Development (HUD), the Municipality obtained two promissory notes for loan guarantee 
assistance to be executed pursuant to a loan guarantee commitment from HUD under section 
108 of the Housing and Community Development Act of 1974, as amended. Interests are 
determined by the Federal Financing Bank in accordance to section 6 of the Federal Financing 
Bank Act of 1973. Principal and interest on these notes will be paid from HUD entitlement 
grants. Since the notes represent a general obligation of the Municipality, they are recorded as 
a liability in the general, long - term debt account group. 

NOTE7-DEBTRETIREMENT 

Revenues of the debt service fund consist of the ad-value property taxes, which are recognized 
as revenue when collected from taxpayers and reported by the CR1M to the Municipality (see 
Note 2). These property taxes are accumulated by the CRJM in a redemption fund for 
payment of principal, interests and related costs of the general obligation bonds and notes 
issued by the municipality (see Note 5). Payments are made by the CRJM to the Government 
Development Bank of the Commonwealth of Puerto Rico from such accumulated funds. 
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C01\1MONWEALTH OF PUERTO RJCO 
MUNIClP ALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 8 - PROPERTY. PLANT AND EQUIPMENT 

A summary of changes in property, plant and equipment follows: 

Balance Dispositions Balance 
July 1, and June 30, 

2001 Additions Transfers 2002 

Land $ 4,209,556 $-0- $-0- $ 4,209,556 
Buildings and Other 
Facilities 34,222,886 -0- -0- 34,222,886 
Equipment 2,366,741 -0- -0- 2,366,741 
Motor Vehicles 10,779,809 -0- -0- 10,779,809 
Furniture and Fixtures 1,048,192 -0- -0- 1,048,192 
Infrastructure Assets -0- -0- -0- -0-
Construction in Progress 20,293,482 -0- -0- 20,293,482 

-------- --- -------------------
$ 22.820,666 1.;Q; $ -0- $ 22.820.666 

During prior fiscal year 2001-2002, the property office of the Municipality continues to verify 
and update the physical inventory of property items located throughout municipal 
dependencies. Nevertheless, property records available and physical inventory taken are not 
enough to support balances reflected in the general - purpose financial statements. 

NOTE9-COMMITMENTSANDCONTIGENCIES 

There are certain claims and lawsuits pending against the Municipality arising out of, and 
incidental to its operations. A portion of these lawsuits is covered by insurance. The 
Municipality's management, after consultation with legal counselors, has recorded an 
adequate provision to cover probable losses on those claims not covered by insurance, and is of 
the opinion that the ultimate liability, if any, in excess of the coverage of the insurance policies 
and/ or the recorded provision, would not be significant in relation to the financial statements 
of the Municipality. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIP ALI'IY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 9- COMMITMENTS AND CONTIGENCIES (CONTINUED) 

The Municipality is a grantee in various Federal Financial Assistance Programs. Entitlement 
to the resources is generally based on compliance with terms and conditions of the grant 
agreements and applicable federal regulations, including the expenditure of the resource for 
eligible purposes. 

Substantially all grants are subject to financial and compliance audits by the grantors. Any 
disallowance cost as a result of these audits, become a liability of the fund that receives the 
grant and must be reimbursed to the Federal Government from the Municipality's local funds. 
The "Schedule of Reportable Conditions and Recommendations" for the year ended June 30, 
2002, disclosed several instances of noncompliance with applicable laws and regulations and 
with internal accounting and administrative control structure. On March 28, 2002, The 
Department of Housing and Urban Development presented a Monitoring Review Report for 
the programs CDBG, Home Investment Partnership, Emergency Shelter Grant and Disaster 
Recovery Initiative which disclosed several instances of noncompliance findings and concerns. 
The report disallowed the amount of$ 318,941 and questioned costs of$ 1,590,356. Because 
the Municipality is actually preparing the response to the findings contained in the report to, 
upon discussion with HUD officers, reach the final disallowed amount, if any, no provision 
for any liability has been made in the general purpose financial statements for federal claims 
for refunds of those grant funds for the year ended June 30, 2002. A monitoring report for the 
period from April 1, 1994 to March 31, 1999 of ESG program issued by our finn on May 17, 
2002 disclosed similar conditions as the ones appointed in the HUD report. 

NOTE 10 - RETIREMENT SYSTEM 

The Municipality of Toa Baja and its employees have elected to be included in the retirement 
plan of the Retirement System Administration of the Government of Puerto Rico. Under the 
plan, the employees and employer portions are contributed, for which, the employee amount is 
withheld from salaries. The law was amended to create a program for retirement savings 
accounts for those employees hired after January 2000 and any other who decide voluntary to 
not participate in the actual system. 

Employer contribution consists of 9 .27 5% of the salary of every employee participating in the 
plan. The retirement savings accounts can make an election of the type of investment as 
provided by the Administrator of the Retirement System. Payments to the plan from both 
portions contributed are made through the Treasury Department of Puerto Rico. As of June 
30, 2002, the Municipality of Toa Baja had a debt outstanding to the Retirement System 
Administration of the Government of Puerto Rico amounting to$ 228,620, included as due to 
other governmental units in the general fund. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 9- RETIREMENT SYSTEM (CONTINUED) 

The total pension expense from employer contribution for the year ended June 30, 2002, was 
approximately$ 1,213,851. It is not practical to determine the balance of actuarial present 
value of vested and non-vested accumulated plan benefits, pension fund net assets, and other 
information of the municipality in the plan. 

NOTE 11 - CASH 

The Municipality follows the practice of pooling cash of all funds, except for restricted funds 
held by the Treasury Department for repayment of principal and interests on general long -
term obligations, moneys with GDB, and federal award programs. 

Deposits were with the contracted depository bank in interest bearing accounts, which were 
secured at balance sheet date by Federal Deposit Insurance Corporation (FDIC) coverage, up 
to a maximum of$ 100,000. Deposits in excess of$ 100,000 are collateralized by bank 
securities to properly safeguard such funds. 

As of June 30, 2002 the balance per bank records does not exceed the insured limits except for 
certain individual bank accounts and certificates of deposit, which exceeds the insured limits 
by $ 12,511,252. Nevertheless, management believes that concentration of credit risks is 
limited because balances are deposited with high standing financial institutions. Cash with 
GDB is completely guaranteed by the Commonwealth of Puerto Rico. 

Certificates of deposit of the general and the special revenue fund earns interest ranging from 
4.50% to 4. 75% with variable maturity terms, renewable at option of the Municipality. 
Interests earned on certificates of deposit are recognized as revenues of the corresponding fund. 

See other concentration risks on Note (16). 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIP Al lTY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 12- DUE TO OTHER GOVERNMENTAL UNITS 

As of June 30, 2002, the balance due to other governmental units of the general fund, for 
services rendered to the municipality, consistc; of the following: 

Land Authority 
Water and Sewer Authority 
Electric Power Authority 
General Service Administration 
Unemployment 
Collection Center of Municipal Revenues (CRIM) 
Retirement System Administration 
Treasury Department 
Internal Revenue Service 

NOTE 13 - INTERFUND RECEIVABLE AND PAY ABLE BALANCES 

$ 35,527 
40,735 

1,112,047 
275 
161 

49,541 
228,620 
181,240 
20,000 

$ 1.668.146 

Short - term advances between funds are accounted for in the inter-fund receivable and 
payable accounts. 

Inter-fund receivable and payable balances at June 30, 2002, are as follows: 

Fund 
General 

Special Revenue: 
Special Funds 
Head Start 
Child Care 
Early Head Start 
Asuntos de la Vejez 
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Inter-fund 
Receivable 

$ 109,393 

4,501,402 

$4.610.795 

Inter-fund 
Payables 

$ 4,501,402 

-0-
50, 368 
16,457 
14,901 
27,667 

$4.610,795 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 14- COMMITMENTS - OPERATING LEASES 

The Municipality leases properties under operating lease agreements, which generally have 
terms of one year or less and are automatically renewed, based on availability of funds. This 
includes building facilities, security services, office equipment and machinery. 

Rental expenditures for the year ended June 30, 2002, amounted to approximately 
$ 1,037,936. 

NOTE 15- LANDFILL CLOUSURE AND POSTCLOUSURE CARE COSTS. 

State and federal laws and regulations require that the Municipality of Toa Baja, Puerto Rico, 
place a final cover on its landfill when closed and perform certain maintenance and monitoring 
functions at the landfill site for thirty years after closure. In addition to operating expenses 
related to current activities of the landfill, an expense provision and related liability are being 
recognized based on the future closure and post-closure care costs that will be incurred near or 
after the date the landfill no longer accepts waste. The recognition of these landfill closure and 
post-closure care costs is based on the amount of the landfill used during the year. The 
estimated liability for landfill closure care costs has a balance of$ 5,396,000 as of June 30, 
2002, which is based on 87 .5% usage (filled) of the landfill. The Municipality made during 
June 1997, an agreement with another municipality to share 50% of the estimated liability for 
landfill closure and post-closure care costs. Therefore, liability shown represents 50% of the 
costs, which were presented 100% in financial statements of prior fiscal years. It is estimated 
that an additional $4,741,106 will be recognized as closure and post-closure care costs between 
the date of the balance sheet and the date the landfill is expecting to be filled to capacity. The 
estimated total current cost of the landfill closure and post-closure care$ 16,187,106 is 
based on the amount that would be paid if all equipment, facilities, and services required to 
close, monitor, and maintain the landfill were acquired as of June 30, 2002. However, the 
actual cost of closure and post-closure care may be higher due to inflation, changes in 
technology, or changes in landfill laws and regulations. Also, during 2002 the Municipality 
have a long-term debt for professional services of$ 3, 129,320 for maintenance and operation of 
the landfill. 

NOTE 16- CONCENTRATION OF CREDIT RISKS-OTHERS 

(A) Receivables 

Concentration of credit risk related to receivables is limited because they arise from 
transactions with central and federal government, and based on prior experience and award 
contract terms and provisions, this type of receivables are collected according to their terms. 
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COI\1M01\1WEAL TH OF PUERTO "RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO GENERAL PURPOSE FINANCfA.L STATEMENTS 
YEAR ENDED JUNE 30, 2002 

NOTE 16 - CONCENTRATION OF C:l~.El)!I.RISKS - OTIIERS (CONTINUED) 

A) Receivables (Continued) 

Receivable from r~nt and construction permits are based on contract provisions, and also, 
based on prior experience ~i.th this type of co11tracts. they are all collected ao:ording to their 
terms. 

(B) Long- Term Debt (Note 5) 

Concentration of credit risk 1elated to long- term debts is minima1 because loans are !iectrred 
by the Government Development Bank of Puerto Rico, and are i;xpected to be repaid from the 
property tax collections made each fiscal ye;1r by CRIM, deposited in thr. aC'coum: cash with 
fiscal agency (see Note 6). In addition, Federal Loan.:; - Promissory note i.s g1.~;ir:~~E.:-f hy the 
federal government ;rnd it will be repaid from fature !b.ieral awards gr-::!'lled to the 
Municipality. 

NOTE 17 ·-PRIOR PERIOD ADJUSTMENT 

General Fund 

The beginning bu.lance of the general fund ai:-fkit has been adjusted by}) 4,879,859 to 1·r.t1ect 
over expenditures charged to cmrent expemes. 

Also, the beginning balance of the general fund deficit has been adjusted by$ l.47j,8li of 
property taxes from prior years, ::tdditional licenses ar.d perm.its fo:>m prior year cf$ tJ90,278 
and rent from prior year of$ 2,481,381 not recorded nn p1ior years. 

SQecial Fund 

The beginning balance of the special fund has been adjusted by $ 2.41,158 ro reflect over 
expenditures charged to current expenses. 

Debt Service Fund 

The beginning balance of the debt service fund has been a4jtLS"led by $ 1, 122, 111 to conect 
prior period expenditures not recorded as debt in 2001. 

Capital Projects Fund 

The beginning balance of the capital project fund has been adjusted by$ 1,313,184 to reflect 
over expenditures charged to current expenses. 
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REPORT ON COMPLIANCE AND INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS 
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 

STANDARDS 

To the Honorable Mayor and 
the Municipal Assembly 
Municipality of Toa Baja 
Toa Baja, Puerto Rico 

I have audited the financial statements of the Municipality of Toa Baja as of and for the 
year ended June 30, 2002, and has issued my report thereon dated December 11, 2002. 
I conducted my audit in accordance with generally accepted auditing standards and 
the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

Compliance 

As part of obtaining reasonable assurance about whether the Municipality of Toa Baja 
financial statements are free of material misstatement, I performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grants, 
noncompliance with which could have a direct and material effect on the 
determination of financial statements amounts. However, providing an opinion on 
compliance with those provisions was not an objective of my audit, and accordingly, I 
do not express such an opinion. The results of my tests disclosed instances of 
noncompliance that are required to be reported under Government Auditing Standards 
and which are described in the accompanying schedule of findings and questioned costs 
as items 02-01to02-05 and in the schedule of prior audit findings and questioned costs, 
identified as item #00-01to01-08. 

Internal Control Over Financial Reporting 

In planning and performing my audit, I considered the Municipality of Toa Baja 
internal control over financial reporting in order to determine my auditing procedures 
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for the purpose of expressing my opinion on the financial statements and not to provide 
assurance on the internal control over financial reporting. However, I noted certain 
matters involving the internal control over financial reporting and its operation that I 
consider to be reportable conditions. Reportable conditions involve matters coming to 
my attention relating to significant deficiencies in the design or operation of the internal 
control over financial reporting that, in my judgment, could adversely affect the 
Municipality of Toa Baja ability to record, process, summarize, and report financial 
data consistent with the assertions of management in the financial statements. 
Reportable conditions are described in the accompanying schedule of findings and 
questioned costs, as items 02-01to02-05 and in the schedule of prior audit findings and 
questioned costs identified item 00-01to01-08. 

A material weakness is a condition in which the design or operation of one or more of 
the internal control components does not reduce to a relatively low level the risk that 
misstatements in amounts that would be material in relation to the 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. My 
consideration of the internal control over financial reporting would not necessarily 
disclose all matters in the internal control that might be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are also 
considered to be material weakness. However, of the reportable conditions described 
above, I consider items 02-01,02-02,02-03 and 02-04, to be material weakness. 

This report is intended for the information of the audit committee, the Municipality's 
management, the Department of Housing and Urban Development (Cognizant 
Agency), and federal awarding agencies and pass-through entities. However, this 
report is a matter of public record and its distribution is not limited. 

December 11,2002 
Bayamon, Puerto Rico 

NOTE: Stamp No. 1845930 of the Puerto Rico State Society of Certified Public 
Accountants was affixed to the original of this report. 
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE 
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 

OVER COMPLIANCE IN ACCORDANCE WITH O:MB CIRCULAR A-133 

To the Honorable Mayor and 
the Municipal Assembly 
Municipality of Toa Baja 
Toa Baja, Puerto Rico 

Compliance 

I have audited the Municipality of Toa Baja with the 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 year ended 
June 30, 2002. The Municipality of Toa Baja major federal programs are identified in 
the summary of auditor's results section of the accompanying schedule of findin~ and 
questioned costs. Compliance with the requirements of laws, regulations, contracts, 
and grants applicable to each of its major federal programs is the responsibility of the 
Municipality of Toa Baja management. My responsibility is to express an opinion on 
the Municipality of Toa Baja compliance based on my audit. 

I conducted my audit of compliance in accordance with generally accepted auditing 
standards; the standards applicable to financial audits contained in Governmental 
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 I 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 of Toa Baja compliance with those requirements and 
performing such other procedures as I considered necessary in the circumstances. I 
believe that my audit provides a reasonable basis for my opinion. My audit does not 
provide a legal determination of the Municipality of Toa Baja compliance with those 
requirements. 
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As described in items 02-02 in the accompanying schedule of findings and questioned 
costs, the Municipality of Toa Baja did not comply with requirements regarding 
management of equipment and real property acquisition through federal awards, that 
are applicable to mayor awards Section 8 Existing, Section 8 Voucher and Head Start. 
In the schedule of prior audit findings and questioned costs, findings 01-01 to 01-08 in 
the aforementioned schedule, the Municipality did not comply with the requirements 
regarding record retention that are applicable to its Section 8 Voucher, Section 8 
Existing, Head Start and Early Head Start. Also, as explained on finding 00-01 in the 
Schedule of Prior Audit Findings and Questioned Costs, the Municipality did not 
comply with the requirement of recording in the accounting records that differences 
between the cash balance per bank reconciliation's and cash balance per accounting 
records. Compliance with such requirements is necessary, in my opinion, for the 
Municipality of Toa Baja to comply with the requirements applicable to those 
programs. 

In my opinion, except for the noncompliance described in the preceding paragraph, the 
Municipality of Toa Baja complied, in all material respects, with the requirements 
referred to above that are applicable to each of its major federal programs for the year 
ended June 30, 2002. 

Internal Control Over Compliance 

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

I noted certain matters involving the internal control over compliance and its operation 
that I consider to be reportable conditions. Reportable conditions involve matters 
coming to my attention relating to significant deficiencies in the design or operation of 
the internal control over compliance that, in my judgment, could adversely affect the 
Municipality of Toa Baja ability to administer a major federal program in accordance 
with the applicable requirements oflaws, regulations, contracts, and grants. Reportable 
conditions are described in the accompanying schedule of findings and questioned costs 
as items 02-02. 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 the applicable requirements of laws, regulations, 
contracts, and grants that would be material in relation to a major federal program 
being audited may occur and not be detected within a timely period by employees in 
the normal course of performing their assigned functions. My consideration of the 
internal control over compliance would not necessarily disclose all 
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matters in the internal control that might be reportable conditions and, accordingly, 
would not necessarily disclose all reportable conditions that are also considered to be 
material weaknesses. However, of the reportable conditions described above, I 
consider items 02-02 to be material weaknesses. 

This report is intended for the information of the audit committee, the Municipality's 
management, the Department of Housing and Urban Development (Cognizant 
Agency), and federal awarding agencies and pass-through entities. However, this 
report is a matter of public record and its distribution is not limited. 

December 11, 2002 
Bayamon, Puerto Rico 

NOTE: Stamp No. 1845931 of the Puerto Rico State Society of Certified Public 
Accountants was affixed to the original of this report. 

-34-



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 

I 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

SECTION I - SUMMARY OF AUDITOR'S RESULTS 

Finandal Statements 

Type of auditor's report issued: Qualified 

Internal control over financial reporting: 

• Material weakness( es) identified? _x.yes _no 

• Reportable condition(s) identified 
that are not considered to be 
material weaknesses? _x_yes _none reported 

• Noncompliance material to financial 
statements noted? 

Federal A wards 

Internal control over major programs: 

• Material weakness(es) identified? 

• Reportable condition(s) identified 
that are not considered to be 
material weakness(es)? 

_x_yes 

_x.yes 

_x_yes 

Type of auditor's report issued on compliance for major programs: Qualified 

Any audit findings disclosed that are 
required to be reported in accordance 
with section 510(a) of Circular A-133? 

Identification of major programs: 

_x_yes 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

SECTION I - SUMMARY OF AUDITOR'S RESULTS - CONTINUED 

CFDA# 

14.857 
93.600 
14.218 

Name of Federal Programs or Cluster 

Section 8 - Voucher 
Head Start 
CDBG 

Dollar threshold used to distinguish 
between type A and type B programs: 

Auditee qualified as low-risk auditee? 

SECTION II- FINANCIAL STATEMENT FINDINGS 

REPORTABLE CONDITIONS 

02-01-ACCOUNTINGSYSTEM 

Statement of Condition: 

_ _,,yes 

$ 300.000 

_x_no 

The Municipality's current accounting system does not comply with requirements established 
in Article E, Section (5) of the Regulation on Basic Standards for the Municipalities of Puerto 
Rico. Such section provide: 
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COMMONWEALTH OF PUERTO RJCO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

SECTION II- FINANCIAL STATEMENT FINDINGS 

REPORTABLE CONDITIONS 
02- 01 -ACCOUNTING SYSTEM (CONTINUED) 

Section 5 - As an essential part of the accounting system, the following should be included: 

a) Original documents to serve as evidence of financial operations. 

b) Original entry books wherein operations are recorded as they take place. 

c) Final entry books with the aim of making a monthly summary of transactions 
posted in the original entry records and gathering the information needed for the 
preparation of financial statements and reports. 

d) Fiscal procedures for the system's operations, establishing proper internal control 
and the prevention of irregularities. Said procedures should provide, 
further, for the timely and orderly performance of operations and should include, 
among other, the necessary records, files, reconciliation's, adjustments, closing 
entries and reports. 

The Municipality's accounting system only provides for the recording of revenues and 
expenditures and other limited transactions. In addition, the accounting records are not 
integrated, and a double entry system (debits and credits) is not used. The system lacks the 
necessary supporting records for the preparation of financial statements in accordance with 
generally accepted accounting principles. Additionally, I noted that certain records in use 
were not adequately maintained or posted on a timely basis. 

The Municipality has completed the installation of OCAM Accounting System but we noted 
that it is not in use at its full capacity. 

Due to the deficiencies above mentioned, the examination of the financial statements for the 
year ended June 30, 2002, was more difficult and less efficient than would have been in 
ordinary circumstances. Since the accounts and other records are not designed to provide the 
information as is presented in financial statements, it was necessary to obtain such information 
from various departments and persons and from numerous accounting records which are not 
integrated. This situation can cause the financial statements to not present all the assets, 
liabilities, revenues and expenditures of the Municipality. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

SECTION II - FINANCIAL STATEMENT FINDINGS 

02- OJ -ACCOUNTING SYSTEM (CONTINUED) 

REPORTABLE CONDITIONS 

Recommendation: 

We recommend that procedures be developed to comply with requirements established above. 

Auditee Response: 

Management accepted the condition and is actually working on the application of OCAM 
Accounting System. 

02 -02 - PROPERTY RECORDS 

Statement of Condition: 

Common Rule, Subpart C, Section 32, requires the following: 

I) Property records must be maintained that include a description of the property, a 
serial number or other identification number, the source of property, who holds 
title, the acquisition date, and cost of the property, percentage of Federal 
participation in the cost of the property, the location, use and condition of the 
property, and any ultimate disposition data including the date of disposal and sale 
price of the property. 

2) A physical inventory of the property must be taken and the results reconciled with 
the property records at least once every two years. 

As indicated on auditors' reports of prior fiscal years, the Municipality do not have available 
complete property records, based on a physical inventory count. At present, records are 
maintained by the property office, by dependency, with a description of the property items, 
amount of items, property number assigned, cost, the property items acquired during the year, 
items retired from property records, and final balance. The records do not provide information 
as to acquisition dates, disbursement order number, property transfer, and if property was 
acquired with state or federal funds. Also, property records lack information on Municipal 
building and facilities, land lots acquired, and the amount of construction in progress for the 
buildings and facilities in construction stages is not accurately maintained as of June 30, 1999. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

SECTION IT- FINANCIAL STATEMENT FINDINGS 

REPORTABLE CONDITIONS 

02 -02 - PROPERTY RECORDS (CONTINUED) 

Therefore, there is no reasonable assurance that property records includes all property 
physically in existence and owned by the Municipality, and excludes all property not in 
existence or damaged, as of June 30, 2002. Also, the Municipality records property 
acquisitions according to budget categories in the combined statement of revenues, 
expenditures and changes in fund balance. Therefore, property acquisitions are not classified 
as capital outlays on such statement. 

Cause of Condition: 

There is no uniform control procedure requiring a standard and complete set of property 
records, as required by Common Rule. 

Criteria: 

As an appropriate internal control procedure, and to comply with Common Rule, Subpart C, 
Section 32, which states that a complete set of records should be maintained in order to assure 
all balances are correct and properly recorded. 

Effect of Condition: 

Accurate, and complete financial information of property is not available, unless obtained or 
re-compute using alternate methods. 

Questioned Costs: 

None. 

Recommendation: 

The Municipality should perform a physical inventory and reconcile it with the present 
accounting records and adjust any differences found. Also, to implement a procedure that 
include to record every property purchased in the property records before use it. 
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CO:M~MONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

SECTION II - FINANCIAL STATEMENT FINDINGS 

REPORT ABLE CONDITIONS 

02 -02 - PROPERTY RECORDS (CONTINUED) 

Auditee Response: 

The Municipality agrees with the finding and actions there will be appointed in the corrective 
action plan. 

02-03 -PERSONNEL FILES AND RELATED PA YR.OLL PROCEDURES 

Statement of Condition: 

From 40 personnel files selected for examination the following exceptions were noted: 

a) 1 file did not have employee birth certificate 
copy. 

b) 3 files did not have copy of employee social security card. 
c) 2 files did not have copy of the Good Standing Certificate. 
d) 10 files did not have copy of the Health Certificate. 

Recommendation: 

The Municipality must implement a checklist to be used for each employee file to assure 
completeness of the required documentation, and perform follow-up procedures in order to 
update such files. 

Auditee Response: 

Recommendation was accepted and specific instructions were given to the Human Resources 
Director to implement the checklist and purged all employees files to update all of the 
information as soon as possible. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

SECTION II -FINANCIAL STATEMENT FINDINGS 

REPORTABLE CONDITIONS 

02-04 - CASH DISBUR.SEMENTS 

A- General Fund 

Statement of Condition: 

From 68 files selected for examination amounting to $ 3,620,337, the following deficiencies 
were noted: 

a) 

b) 

c) 

d) 

e) 

2 disbursement vouchers amounting to $ 26,990 were not signed by an officer of 
the pre-audit division. 
14 disbursement vouchers amounting to $ 1, 171,218 did not include a purchase 
order. 
33 disbursement vouchers amounting to$ 2,230,386 did not include a contract 
copy. 
4 disbursement vouchers amounting to $ 387,301 did not include a purchase 
order, or the same was not signed by the Finance Director. 
1 disbursement vouchers amounting to $ 20,400 were not signed by the Finance 
Director. 

02-05 -INDIRECT COSTS 
Statement of Condition: 

The Municipality has an approved indirect cost allocation plan. However, I noted that certain 
indirect costs are not being properly allocated to the federally assisted programs. Accordingly, 
such costs are not being recovered by the Municipality. 

Recommendation: 

The Municipality should implement the indirect cost allocation plan to ascertain that costs 
incurred by the Municipality in the administration of federal programs are fully recovered on a 
timely basis. 

Auditee Response: 

Management accepted the condition and will instruct all Federal Programs Directors to 
include the indirect cost in all proposals in order to budget the amounts to be reimbursed to the 
Municipality general fund. 
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COMMONWEAL1 H OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

FEDERAL 
GRANTOR PASS­
THROUGH GRANTOR 
PROGRAM TITLE 

U.SDEPARTMENTOF 
HOUSING AND URBAN 
DEVELOPMENT 

Direct Programs: 
Community Development Block 
Grants/Entitlement Grants 
(All award years) 

Housing Assistance Payments Programs 
Program for low-income Families 
Voucher Housing (Rental Voucher) 

Section 108 - loan 
Guarantee Assistance of the Housing and 

Community Development Act of 1974 
Programs 

Emergency Shelter Grants Program (ESG) 

Home Investment Partnerships Program 
(Home Program) 
(HOPWA) 

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

FEDERAL 
CFDA 

NUMBER 

14.218 

14.857 

14.248 

14.231 

14.239 
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THROUGH 
GRANTOR 

NUMBER 

NIA 

NIA 

NIA 

NIA 

DISBURSEMENTS 
EXPENDITURES 

$ 654,287 

1,191,307 

1,387,125 

53,428 

649,704 
172,064 

4,107,915 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
FOR THE YEAR ENDED JUNE 30, 2002 

FEDERAL 
GRANTORPASS­
THR.OUGH GRANTOR 
PROGRAM TITLE 

U.S. DEPARTMENT OF 
HEALTH AND HUMAN 
SERVICES 
Pass-through Commonwealth of P.R. 
Governor's Office for Human Development: 

Head Start 

FEDERAL 
CFDA 

NUMBER 

93.600 

PASS­
THROUGH 
GRANTOR 

NUMBER 

02-CH-0483 

DISBURSEMENTS 
EXPENDITURES 

$ 6,939,549 

I Contribution Child Care: 

I 
I 
I 
I 
I 
I 

I 

I 
I 

Child Care 

Total U.S. Department of Health and 
Human Services Pass-through programs 

Total Federal Awards Expended 

93.575 177,884 

7,117,433 

$ 11.225.348 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO THE SCHEDULE OF FEDERAL AW ARDS 
YEAR ENDED JUNE 30, 2002 

NOTE 1 - GENERAL 

The accompanying schedule of federal awards presents balances expended, including loan 
guarantee assistance, of all federal award programs of the Municipality of Toa Baja, Puerto 
Rico. The reporting entity is defined in Note 1 (A) to the general -purpose financial 
statements. 

NOTE 2 - RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS 

Revenues and expenditures of the Federal Financial Assistance Programs are included in the 
Municipality's general purposes financial statements within the Special Revenues and Capital 
Projects Funds. The reconciliation between the expenditure in the general purpose financial 
statements and expenditures in the Schedule of Federal Financial Assistance is as follows: 

Expenditures in the general purpose financial statements: 

Special Revenues Fund $ 9,134,331 

Capital Projects Fund 2,744,544 

11,878,875 

Less Non-federal Expenditures 653,527 

Expenditures in the Schedule of Federal Financial Assistance $ 11,225.348 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

NOTES TO THE SCHEDULE OF FEDERAL AW ARDS 
YEAR ENDED JUNE 30, 2002 

NOTE 3 - FEDERAL CFDA NUMBER 

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

NOTE 4- SECTION 8 PROGRAMS 

Both Section 8 programs, existing rental certificate and rental voucher, receives a 
reimbursement income, arising from rents paid to participants under the Section 8 Program, 
pertaining to another Municipality, but for which the property is rented in the Municipality of 
Toa Baja. Also, the Municipality charges an administrative fee for this service. Therefore, 
expenditures includes those paid by the Municipality under this agreement, not included in 
program award amount. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2002 

FINDINGS/NONCOMPLIANCE COMMENTS 

00-01 - FINANCIAL MANAGEMENT SYSTEM - PROPERTY RECORDS 

Statement of Condition: 

The Municipality do not have 
available complete property based on a physical 
inventory count. 

Management's Corrective Action: 

The Municipality is in the process to update the 
accounting records of property, plant and 
equipment. Property ledger will be corrected 
to reflect the information required by Common 
Rules regulations. A new physical inventory of 
property will be made in order to obtain the 
necessary information to up-date the property ledger. 
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Federal Awards 

PROGRAM 

COMMONWEAL TH OF PUERTO RICO 
SUMMARY SCHEDULE Of PRIOR AUDIT FINDINGS 

YEAR ENDED JUNE 30, 2002 

FINDINGS/NONCOMPLIANCE COMMENTS 

SECTION 8 VOUCHER 01-01 - RECORDS RETENTION 

Statement of Condition: 

Incomplete Accounting Records. 
In 32 disbursement vouchers the 
Municipality could not provide the 
proper documentation. A $39 ,251 
Questioned Cost was reported. 

Management's Corrective Action: 

Will establish policies and procedures 
to comply with all general and specific 
requirements of the grant. 

SECTION8EXISTING 01-02-RECORDS RETENTION 

Statement of Condition: 

Incomplete Accounting Records. 
In 11 disbursement vouchers the 
Municipality could not provide the 
proper documentation. A $11,686 
Questioned Cost was reported. 

Management's Corrective Action: 

Will establish policies and procedures 
to comply with all general and specific 
requirements of the grant. 
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Still Prevails 

No similar condition 
was noted during this year. 

Situation 
Still Prevails 

No similar condition 
was noted during this year. 
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PROGRAM 

HOME 

FOOD PROGRAM 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS 
FISCAL YEAR ENDED JUNE 30, 2002 

FINDINGS/NONCOMPLIANCE 

01-03 - RECORDS RETENTION 

Statement of Condition: 

Incomplete Accounting Records. 
In 25 disbursement vouchers the 
Municipality could not provide the 
proper documentation. A $172,638 
Questioned Cost was reported. 

Management's Corrective Action: 

Will establish policies and procedures 
to comply with all general and specific 
requirements of the grant. 

01-04 - RECORDS RETENTION 

Statement of Condition: 

Incomplete Accounting Records. 
In 8 disbursement vouchers the 
Municipality could not provide the 
proper documentation. A $99, l 62 
Questioned Cost was reported. 

Management's Corrective Action: 

Will establish policies and procedures 
to comply with all general and specific 
requirements of the grant. 
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No similar condition 
was noted during this year . 

Situation 
Still Prevails 

No similar condition 
was noted during this year. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIP AlITY OF TOA BAJA 

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS 
FISCAL YEAR ENDED JUNE 30, 2002 

FINDINGS/NONCOMPLIANCE 

01-05 - RECORDS RETENTION 

Statement of Condition: 

Incomplete Accounting Records. 
In 19 disbursement vouchers the 
Municipality could not provide the 
properdocumentation. A$181,760 
Questioned Cost was reported. 

Management's Corrective Action: 

Will establish policies and procedures 
to comply with all general and specific 
requirements of the grant. 

01-06 - RECORDS RETENTION 

Statement of Condition: 

Incomplete Accounting Records. 
In 29 disbursement vouchers the 
Municipality could not provide the 
proper documentation. A $230,637 
Questioned Cost was reported. 

Management's Corrective Action: 

Will establish policies and procedures 
to comply with all general and specific 
requirements of the grant. 
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Still Prevails 

No similar condition 
was noted during this year. 

Situation 
Still Prevails 

No similar condition 
was noted during this year. 
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Federal Awards 

PROGRAM 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS 
FISCAL YEAR ENDED JUNE 30, 2002 

FINDINGS/NONCOMPLIANCE COMMENTS 

EARLY HEAD START 01-07 -RECORDS RETENTION 

CHILDCARE 

Statement of Condition: 

Incomplete Accounting Records. 
In 27 disbursement vouchers the 
Municipality could not provide the 
proper documentation. A $83,227 
Questioned Cost was reported. 

Management's Corrective Action: 

Will establish policies and procedures 
to comply with all general and specific 
requirements of the grant. 

01-08 - RECORDS RETENTION 

Statement of Condition: 

Incomplete Accounting Records. 
In 10 disbursement vouchers the 
Municipality could not provide the 
proper documentation. A $22, 726 
Questioned Cost was reported. 

Management's Corrective Action: 

Will establish policies and procedures 
to comply with all general and specific 
requirements of the grant. 
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was noted during this year. 

Situation 
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Federal Awards 

PROGRAM 

HEAD START 

COMMONWEAL TH OF PUERTO RJCO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF PRJOR YEARS AUDIT FINDINGS 
FISCAL YEAR ENDED JUNE 30, 2002 

FINDINGS/NONCO:MPLIANCE 

00-01 - RECORDS RETENTION 

Statement of Condition: 

COMMENTS 

This finding was a reportable condition because Bank Reconciliation of the Head Start 
program reflects differences in the operational and payroll account. 

Management Corrective Action: 

The auditor recommended that procedures be implement requiring the reconciliation 
be prepared on time for all program Bank Accounts. Management concurred with 
the recommendation and indicate that the procedures would be implemented. 

Current Status: 

Situation still prevail. Similar finding was noted in the 2002 audit. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA BAJA 

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS 
FISCAL YEAR ENDED JUNE 30, 2002 

SDVGLE AUDIT REPORTS FOR THE 
YEARS ENDED JUNE JO, 1994, 
1995, 1996, 1997, 1998, 1999 

AUDIT REPORT 
AND PROGRAM FINDINGS/NONCOMPLIANCE 
MUNICIPAL OPERATIONS 

1. There is no evidence to trace some funds received by the Municipality and recorded in the 
cash book. 

2. 

(Finding 00-9) Situation still prevails. All funds received should let an auditable trail in 
order to permit its tracing to other supporting documents. 

One (1) municipal contract of a sample of fifteen (15) examined was not remitted to the 
Puerto Rico's Comptroller's Office within a period of fifteen (15) labor days, as required by 
Municipal Law Number 33. 

(Finding 00-2) Situation still prevails. For nine (9) contract of a sample of fifteen (15) 
examined, the contract was not submitted within the required time limits, as required Law 
Number33. 

FEDERAL AW ARDS 

1. Bank reconciliation of the Head Start Program reflects differences between cash reconciled 
balance and cash balance per accounting records of $ 12,268,628 in the operational 
account, and of$ 31,022,855 in the payroll account. These differences are carried on all 
monthly conciliation and represents reconciliation items accumulated over the years never 
adjusted on the program accounting records. Nevertheless, we can determine the correct 
reconciled cash balances, revenues and expenditures of the program as of June 30, 1999. 
This represents a noncompliance with federal ruling 45 CFR 92.20 (b) (1). Also, 
unnecessarily clerical work is made because every month conciliation continues to present 
a summary of all differences with accounting records, instead of posting items creating the 
difference. 

(Finding: Prior year 00-10, current year 00-16) Situation still prevails. Bank reconciliation 
of the Head Start Program reflects differences of$ 14,605,493 in the operational account 
and of$ 40,126,401 in the payroll account. We were able to determine the corrected 
reconciled cash balances, revenues and expenditures for the program as of June 30, 2002. 
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