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November 15, 2007

To the Governor of Puerto Rico,
the President of the Senate,
the Speaker of the House of Representatives,
the Members of the Legislature,
and the People of Puerto Rico:

In the exercise of our ministerial duty, it is a pleasure to submit the Comprehensive Annual Financial 
Report	of	the	Office	of	the	Comptroller	of	Puerto	Rico,	hereinafter	referred	to	as	the	Office,	for	
the	fiscal	year	ended	June	30,	2007.	The	Office	is	responsible	for	the	accuracy,	completeness,	and	
fairness	of	the	information	and	disclosures	included	in	this	document.	All	disclosures	necessary	
for	a	reasonable	understanding	of	the	financial	activities	have	been	included.	To	the	best	of	our	
knowledge,	 the	 information	presented	herein	 is	accurate.	The	Comprehensive	Annual	Financial	
Report includes three sections:

 Introduction: This Section has not been audited and provides general information 
about	the	report.	It	also	includes	the	Comptroller’s	transmittal	letter,	a	listing	of	the	
principal	officers,	and	the	organizational	chart.

  Financial:	This	Section	comprises	the	Independent	Auditors’	Report,	the	financial	
statements	of	the	Office,	Notes	to	Financial	Statements,	and	the	Independent	Auditors’	
Report on Internal Control Over Financial Reporting and on Compliance and Other 
Matters Based on an Audit of Financial Statements Performed in Accordance With 
Government	Auditing	Standards.

Statistics:	 	 These	 data	 have	 not	 been	 audited.	 They	 provide	 information	 about	
finances,	economics,	and	operational	matters	related	to	the	Office	that	is	generally	
presented	on	a	comparative	basis.

Commonwealth of Puerto Rico

Office of the Comptroller

Manuel Díaz Saldaña
Comptroller
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General Information about the Commonwealth of Puerto Rico

Geography and Population

Puerto Rico is the fourth largest of the Caribbean islands and is located approximately 1,600 miles 
Southeast	of	New	York.	It	 is	approximately	100	miles	 long	and	35	miles	wide.	According	to	 the	 
United	States	Census	Bureau,	the	population	of	Puerto	Rico	was	3,808,610	in	2000.	The	Puerto	Rico	
Planning	Board	estimates	that	by	2010,	the	population	will	be	4,022,446.

Relationship with the United States

Christopher	Columbus	discovered	Puerto	Rico	in	1493.	Shortly	thereafter,	the	Island	was	settled	by	
the	Spaniards	and	remained	as	a	Spanish	possession	for	four	centuries.	The	Island	came	under	the	
sovereignty	of	the	United	States	with	the	signing	of	the	Treaty	of	Paris	on	December	10,	1898,	at	the	
conclusion	of	the	Spanish-American	War.

Puerto	Ricans	became	citizens	of	the	United	States	in	1917,	by	virtue	of	the	Jones	Act,	approved	by	
the	Congress	of	the	United	States.	In	1950,	the	Congress	of	the	United	States	enacted	Public	Law	
600	in	order	to	allow	for	an	increased	self-government	for	the	Island.	This	Law	set	forth	the	political,	
economic,	and	fiscal	relationship	between	Puerto	Rico	and	the	United	States.	It	also	provided	for	the	
drafting	and	adoption	of	a	local	constitution	on	July	25,	1952.	Among	other	things,	our	Constitution	
created	the	position	of	the	Comptroller	and	defined	its	role	in	government.

The Constitution of Puerto Rico was drafted by a Constituent Commission, approved in a special 
referendum	by	 the	 people	 of	 Puerto	Rico,	 amended	 and	 ratified	 by	 the	United	States	Congress,	
and	subsequently	approved	by	 the	President	of	 the	United	States.	The	official	designation	of	 the	
Government or body politic has henceforth been “Estado Libre Asociado”, which literally translates to 
“Free	Associated	State”,	and	has	been	called	“Commonwealth”	by	the	United	States	Government.

Puerto	Rico	exercises	virtually	the	same	control	over	its	internal	affairs	as	any	of	the	fifty	states	of	the	
Union.	However,	it	differs	from	the	federated	states	in	its	relationship	with	the	Federal	Government.	
The	People	of	Puerto	Rico	are	citizens	of	the	United	States;	can	only	vote	in	local	(Puerto	Rico)	
elections, and are represented in Congress by a Resident Commissioner, who has a voice in the 
House	of	Representatives	and	limited	voting	power.

General Information of the Office of the Comptroller

The Comptroller of Puerto Rico has the constitutional duty to oversee all revenues, accounts, and 
disbursements of the Commonwealth of Puerto Rico, and to ascertain that all operations involving 
public	funds	and	public	property	are	performed	according	to	applicable	laws	and	regulations.	This	
authority arises from Section 22, Article III of the Constitution of the Commonwealth of Puerto 
Rico,	and	from	the	Public	Law	that	created	the	Office	of	the	Comptroller	of	Puerto	Rico,	Law	No.	9	 
of	July	24,	1952,	as	amended.
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On October 2, 1997, the Governor of Puerto Rico appointed CPA Manuel Díaz Saldaña as 
Comptroller,	with	the	advice	and	consent	of	the	Legislature,	as	required	by	the	Constitution.	This	
appointment	is	for	a	term	of	10	years	and	his	tenure	as	Comptroller	ended	on	October	1,	2007.	
However, at the date of the publication of this report, his successor has not been nominated by the 
Governor, and Díaz Saldaña decided to remain in the post until his successor has been appointed 
and	qualifies,	as	stated	in	the	Constitution.	The	most	significant	initiatives	implemented	from	1997	
to	2007	are	included	in	this	Section.

Government agencies are audited through the application of various Government Auditing Standards 
and	other	pertinent	investigative	techniques	adopted	by	the	Comptroller.	The	Office	has	divided	all	
the	government	entities	of	the	Executive,	Legislative,	and	Judicial	branches	into	2,220	units	for	
auditing	or	examination	purposes.	This	figure	includes	departments,	agencies,	public	corporations,	
municipalities,	and	1,525	community	schools.

Results,	including	findings	and	recommendations,	are	presented	in	the	audit	reports,	thus	providing	
for	appropriate	corrective	actions.	Violations	of	law	are	referred	to	the	appropriate	administrative,	
civil,	or	criminal	law	enforcement	agencies.

The	findings	fall	under	two	main	categories:

 Primary: Serious violations of law and applicable regulations are considered 
primary	violations.	 	These	 include:	 	 errors,	 irregularities	of	material	
importance	 related	 to	 falsification,	 embezzlement,	misapplication	of	
accounting standards, and relevant legal dispositions, mathematical 
errors,	or	misinterpretation	of	facts.

	 Secondary:	 Inconsequential	omissions	or	errors.

The	chief	executive	of	the	audited	agency	is	required	to	inform	the	Office	of	the	actions	taken	or	
that	will	be	taken	in	order	to	comply	with	the	recommendations	resulting	from	the	audit.

Official Seal and Shield

A	new	seal	and	shield	were	adopted	during	fiscal	year	1997-98.	The	silver	field	represents	the	
integrity,	 firmness,	 and	 vigilance	 of	 the	Office	 in	 our	mission	 to	 oversee	 the	 transactions	 of	
public funds and property, with independence and objectivity, to ascertain that they have been 
carried	out	in	accordance	with	the	law.	The	terrestrial	globe	means	that	we	are	part	of	a	world	
in	constant	evolution	and	improvement.	This	 is	an	essential	component	of	our	organizational	
vision,	to	be	a	world-class	model	for	public	office.	The	satellite	represents	the	era	of	information	
technology systems and telecommunications, essential instruments for a leading role position 
in auditing techniques, and much needed to achieve a sophisticated infrastructure for optimum 
quality	services.	The	sky-blue	color	within	the	left	partition	represents	loyalty	and	truth,	essential	
values	present	in	public	service.	The	two	keys	on	top	mean	fidelity,	security,	and	discretion	in	the	
custody	of	the	public	funds,	represented	by	the	golden	bezants.
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Strategic Plan

The	Office	operates	according	to	a	Strategic	Plan	for	the	years	2004-2007	and	an	Annual	Operations	
Plan.	The	Strategic	Plan	is	divided	into	five	Focal	Areas,	with	several	objectives	and	initiatives	
that	are	being	developed	and	implemented	in	order	to	make	the	projected	goals	a	reality.	

Each year we establish the objectives that we propose to accomplish, depending on the resources 
that	are	assigned	to	the	Office.

During	fiscal	year	2006-07	we	have	attained	significant	goals	using	the	managerial	philosophy	of	
Total Quality Management to optimize the use of funds that have been assigned to conduct our 
operations.	The	commitment	and	dedication	of	our	excellent	working	team	has	permitted	us	to	
attain the goals we summarize henceforth:

Oversight

Two	 hundred	 sixteen	 reports	were	 published	 during	 the	 fiscal	 year.	Among	 the	most	1.	
important reports are: 

Special	 Reports	 DB-07-07,	 DB-07-08,	 DB-07-09,	 CP-07-01,	 and	 M-07-11,	 a.	
dated September 13, 2006 - concerning a study of costs incurred due to dismissal, 
transfer of positions, and disciplinary measures taken for political reasons against 
officials	and	employees	in	the:	Judicial,	Legislative,	and	Executive	Branches;	Public	
Corporations;	and	Municipalities	and	Municipal	Consortiums,	respectively.

Audit	Reports	CP-07-06	and	CP-07-16,	dated	January	23,	2007	and	March	13,	2007,	b.	
respectively - Aqueduct and Sewer Authority of Puerto Rico, partial results of the 
evaluation of property, operations, and technical aspects related to the wastewater 
treatment	plants	and	drinkable	water	treatment	plants.

Special	 Reports	 DE-07-26,	 DE-07-27,	 DE-07-28,	 CP-07-20,	M-07-48,	M-07-49,	 c.	
and	M-07-50,	dated	April	26,	2007	-	concerning	a	Study	of	Payroll	Expenses	and	Job	
Registry	of	the:	Legislative,	Judicial,	and	Executive	Branches;	Public	Corporations;	
Municipalities and Municipal Consortiums; and Municipal Corporations, 
respectively.

Special	Report	DA-07-35,	dated	June	12,	2007	-	Result	of	the	Examination	of	the	d.	
Messages Given by the Governor to the Legislature on April 3, 2006 Concerning 
the	Budget	for	Fiscal	Year	2006-07	and	on	the	Anniversary’s	Commemorative	Acts	
of	 the	 Commonwealth	 of	 Puerto	 Rico’s	 Constitution,	 Celebrated	 in	 the	 Dorado	
Municipality	on	July	25,	2006.	

Special	 Report	 DA-07-36,	 dated	 June	 12,	 2007	 -	 Result	 of	 the	 Examination	 of	e.	
the	 Procedures	 Followed	 by	 the	 Office	 of	Management	 and	 Budget	 Concerning	
the	Administration	 and	 Budget	 Control	 of	 the	 Commonwealth	 of	 Puerto	 Rico’s	
Budgetary	Fund	for	Fiscal	Year	2005-06.
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We published the following booklets and manuals: 4.	

Duties	of	Members	of	Public	Corporation’s	Board	of	Directors	-	February,	2007a.	

Purchasing Process in Government - February, 2007b.	

Regulations in Government - March, 2007c.	

Collection of Legislative Initiatives Directed to Strengthen Public Administration and d.	
Facilitate the Supervision and Investigation Related to Property and Public Funds: 
from 1952 to December 31, 2006 - March, 2007 

Administration of Public Documents - March, 2007e.	

Laws that Protect the Rights of People Who Report Acts of Corruption - March, f.	
2007

 
Human Capital  

All our fellow-workers were trained on detection of illegal use of controlled substances, 1.	
sexual	harassment,	and	other	forms	of	discrimination.	

All	our	fellow-workers	were	trained	regarding	Government	Ethics.2.	

Fringe	benefits	were	increased	to	retain	and	attract	highly	qualified	personnel.	In	addition,	the	3.	
Productivity	Bonus	and	the	government	quota	for	the	Health	Insurance	Plan	were	increased.	
A program known as Comptrollership in Shape (“Contraloría en Forma”) was promoted 
to	help	fellow-workers	maintain	good	physical	condition.	Lectures	were	offered	to	interested	 
fellow-workers and their immediate families, through a program known as Strengthening 
the Family (“Fortalecimiento Familiar”).

We engaged in special activities as part of our commitment with the community and 4.	
to comply with our social responsibility	 objective.	 Among	 them:	 blood	 donation	
campaigns, United Funds Campaign, collection and donation of toys for children of 
limited economic resources, and collection and delivery of primary needed articles to 
“Iniciativa Comunitaria”, a community based entity that offers various services to the 
homeless.		

On	January	2,	2007,	the	Office	established	the	Personnel	Support	Program	5.	 (“Programa 
de Ayuda al Personal”),	 empowered	 by	Law	 9	 of	 July	 24,	 1952,	 as	 amended.	The	
Program’s	 philosophy	 and	 goals	 are	 directed	 to	 assist	 our	 fellow-workers	 and	 their	
families, primarily for problems related to their marital or family situations, work 
conditions,	emotional	aspects,	and	adolescence	guidance,	among	others.	The	Program	
is voluntarily guided, and it is considered an innovative initiative to improve the quality 
of	life	of	our	personnel.	
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Technology

We evaluated, implemented, and improved 33 programs, projects, and processes related 1.	
to	technology.	Some	of	the	most	important	are:

Creation of the a.	 Digital Comptrollership Homepage (“Contraloría Digital”) and 
the	new	Contracts	Registry,	Version	4.

Expansion	of	the	communication	network	in	order	to	incorporate	new	offices,	as	b.	
well	as	users,	in	the	Union	Plaza	Building.

 
A pilot program was developed using c.	 Domino/Notes	technology	for	the	flow	of	
documents	through	the	Office.

2.	 The	Contracts	Registry	program,	Version	3.1	was	implemented,	and	training	sessions	
were	offered	to	156	government	officials.

The Micro Information Products accounting software3.	  (MIP)	was	 updated,	 and	 a	 new	
version	of	the	fixed	asset	management	software	(FASGOV)	was	implemented	in	order	
to	improve	the	control	and	management	of	property.	In	addition,	a	new	version	of	the	
purchase	order	module	 (ROC)	of	 the	MIP	program	was	 implemented	 to	 improve	 the	
acquisition	process	and	reduce	the	use	of	paper.

Customer Services

The establishment of the Total Quality Management Philosophy has helped us in the 1.	
continuous	improvement	of	processes	and	in	the	cultural	change	of	the	Office	environment.	
This can be attested as follows:

We	increased	to	78	percent	the	implementation	of	the	Process	Improvement	Team’s	a.	
recommendations.

Two	additional	rounds	of	Process	Improvement	Teams	were	completed.b.	

Workplace Environmental Quality Survey was given to obtain the perception of  c.	
fellow-workers	 on	 the	 application	 of	 the	 Ten	 Management	 Practices	 adopted.	
Survey	results	 tabulated	as	of	February	2007	revealed	a	4.24	score	on	a	5-point	
scale	that	reflects	a	0.69	increase	or	a	19	percent	index	increase,	when	compared	to	
the	results	of	the	first	survey	conducted	on	June	1998	(3.55).

2.	 Surveys	to	measure	customer	satisfaction	of	audited	entities,	government	referral	entities,	
mass	media	journalists	(Press/Radio/TV),	and	the	general	public	were	conducted.	

The	Office,	since	created,	has	never	had	its	own	office	building	or	adequate	facilities	that	3.	
may	enable	a	more	efficient	operation.	It	operated	from	five	different	rented	buildings	
dispersed	in	the	area	of	Hato	Rey.	Its	central	offices	are	located	at	105	Ponce	de	León	 
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Improving Processes

We have continued with the commitment to analyze existing processes in our organization, improving 
them, and identifying the pertaining variables so as to monitor behavior, measure progress, and 
control	the	processes.	As	of	June	30,	2007	we	had	improved	92	percent	of	our	processes,	207	of	
the	224	processes	identified	in	our	organization.		Also,	the	Office	met	90	percent	of	the	quality	
objectives	defined	for	the	year.

Efficiency and Quality

Efficiency	and	quality	in	some	of	the	processes	reviewed	as	a	result	of	continuous	improvement:

As	shown	in	this	table,	the	efficiency	and	quality	of	the	processes	depicted	continue	to	be	outstanding.	
These enhancements are the result of the implementation of continuous process improvement 
methods	and	our	commitment	to	this	endeavor.

Newsletter - “Contraloría con Calidad”

We have published three electronic editions of the quality newsletter, which informs our personnel 
of	our	accomplishments	and	provides	updates	on	the	latest	TQM	techniques	and	best	practices.	

ISO (International Organization for Standardization)

ISO (word derives from the Greek isos,	meaning	“equal”)	is	the	world’s	largest	developer	of	
standards.	ISO	is	a	network	of	the	national	standards	institutes	of	157	countries,	on	the	basis	of	
one member per country, with a Central Secretariat in Geneva, Switzerland, that coordinates the 
system.

ISO	is	a	non-governmental	organization.	Its	members	are	not,	as	is	the	case	in	the	United	Nations	
system,	 delegations	 of	 national	 governments.	 Nevertheless,	 ISO	 occupies	 a	 special	 position	
among	the	public	and	private	sectors.	This	is	because	many	of	its	members	institutes	are	part	
of	the	governmental	structure	of	their	countries,	or	are	mandated	by	their	government.	On	the	
other hand, other members have their roots uniquely in the private sector, having been set up 
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by	 national	 partnerships	 of	 industry	 associations.	Therefore,	 ISO	 is	 able	 to	 act	 as	 a	 bridging	
organization in which a consensus can be reached on solutions that meet both, the requirements of 
business and the broader needs of society, such as the needs of stakeholder groups like consumers 
and	users.

Although	ISO’s	principal	activity	is	the	development	of	technical	standards,	ISO	standards	also	
have	 important	 economic	 and	 social	 repercussions.	 ISO	 standards	make	 a	 positive	difference,	
not just to engineers and manufacturers for whom they solve basic problems in production and 
distribution,	but	to	society	as	a	whole.	The	International	Standards	which	ISO	develops	are	very	
useful.	They	are	useful	to	industrial	and	business	organizations	of	all	types,	to	governments	and	
other	regulatory	bodies,	to	trade	officials,	to	conformity	assessment	professionals,	to	suppliers	and	
customers of products and services in both public and private sectors, and, ultimately, to people in 
general	in	their	roles	as	consumers	and	end	users.
Successful companies are those driven by quality, from the way they operate, to the customer 
service	standards	they	set	and	the	products	they	deliver.	Focusing	on	quality	makes	for	a	leaner,	
fitter	organization,	and	one	that	 is	better	equipped	to	win	new	opportunities	 in	an	increasingly	
competitive	 global	 marketplace.	 Certifying	 an	 organization	 to	 ISO	 9001,	 or	 other	 standards	
relating to quality, offers a proof of the commitment to quality and, as a benchmark, allows an 
entity	to	measure	its	progress	towards	continual	improvement	of	business	performance.

The quality management system standards of the revised ISO 9001:2000 series are based on eight 
principles	 (all	 fundamental	 to	good	business	practice)	 that	can	be	used	by	senior	management	
as	a	 framework	 to	guide	 their	organizations	 towards	 improved	performance.	The	eight	quality	
management principles are: Customer Focus, Leadership, Involvement of People, Process 
Approach, System Approach to Management, Continual Improvement, and Factual Approach to 
Decision	Making.

On	April	27,	2006,	Bureau	Veritas	Quality	International	(BVQI),	a	widely	recognized	certification	
body	 in	 the	world,	certified	 the	Quality	Management	System	(QMS)	of	 the	Office	against	 the	
9001:2000	international	standards.	On	December	5,	2006	and	on	June	20,	2007,	Bureau	Veritas	
performed	the	required	follow	up	audits	and	certified,	without	any	non	conformances	detected,	the	
compliance	of	our	QMS	to	the	standard.

The Corrective Action Plan

The	Corrective	Action	 Plan	 (CAP)	 is	 a	 follow-up	mechanism	 that	 ensures	 compliance	with	 the	
recommendations	made	by	the	Office	in	its	audit	reports.	This	program	was	implemented	pursuant	
to	the	provisions	of	Law	No.	9,	supra, which allows the Comptroller, in the exercise of his authority, 
to	adopt	practices	and	procedures	generally	accepted	in	current	auditing	practices.

On	May	6,	1988,	the	Governor	issued	Executive	Order	5098D.	This	Order	requires	that	the	chief	
executive	of	an	audited	unit	implement	the	corrective	actions	in	compliance	with	the	Comptroller’s	
recommendations.	The	Order	also	requires	 the	Office	of	Government	Ethics	 to	 follow	up	on	 the	
findings	included	in	the	reports	in	order	to	identify	any	violation	of	Law	No.	12	of	July	24,	1985,	“Law	
on	Government	Ethics”.	In	addition,	on	November	1,	1990,	the	Office	approved	Regulation	No.	26	 
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implementing	 the	 CAP.	 This	 Regulation	 requires	 the	 Treasury	 Department,	 the	 Office	 of	 the	
Commissioner	of	Municipal	Affairs	(formerly	the	Administration	of	Municipal	Services)	and	the	
Boards of Directors of Public Corporations to verify that audited entities comply with the CAP by 
implementing	the	recommended	corrective	measures	within	a	given	time	period.

The	CAP	also	provides	a	mechanism	to	ensure	that	cases	referred	to	the	Department	of	Justice	
are	given	proper	attention.	An	agreement	with	the	Secretary	of	Justice	requires	that	twice	a	year,	
the	Department	informs	the	Comptroller	on	the	status	of	the	referred	cases.		

On	June	13,	1998,	the	Governor	issued	Administrative	Bulletin	Number	OE-1998-16,	superseding	
Executive	Order	5098D.	As	a	result,	the	Office	issued	a	new	Regulation	No.	26,	effective	July	1,	
1998.	Accordingly,	beginning	with	fiscal	year	1998-99,	all	government	entities	have	90	days	to	
submit	the	CAP.	The	90	days	allowed	begin	on	the	first	day	of	the	month	following	the	publication	
of	the	audit	report.	The	90-day	time	span	to	submit	complementary	reports	begins	on	the	first	day	
of	the	month	following	the	CAP	or	a	previous	complementary	report.	All	government	entities	are	
encouraged	to	delegate	responsibility	for	the	CAP	on	the	internal	audit	units.

By	June	30,	2007,	the	Office	had	received	970	and	evaluated	875	CAPs	to	ascertain	compliance	
with	the	recommendations	contained	in	 the	audit	reports.	This	figure	includes	initial	CAPs	and	
subsequent	progress	reports.	During	fiscal	year	2005-06	the	Office	received	875	and	evaluated	885	
CAPs.

The Administrative Bulletin, supra,	and	Regulation	No.	26	state	that	government	entities	should	
apply	 the	 same	 procedures	 applicable	 to	 the	 Comptroller’s	 audit	 report	 recommendations	
contained	in	the	external	auditor’s	management	letters.	If,	upon	due	consideration,	the	agency	
chief determine that the recommendations of the external auditors cannot be adopted, and such 
determination is appropriately documented and sustained, the Comptroller may excuse them 
from	compliance.

The	entire	operation	of	the	CAP	continues	to	be	reviewed,	since	an	optimum	efficiency	wants	to	
be reached in the follow-up process, in order to increase compliance with the recommendations 
and	develop	quicker	and	accurate	statistical	data.

Public Registry on Contracts of Government Agencies and Municipalities

According	to	Law	No.	18	of	October	30,	1975,	as	amended,	by	Law	No.	17	of	November	29,	1990,	
government agencies, including public corporations and municipalities, are required to maintain 
a	registry	of	all	their	contracts	and	deeds,	including	amendments	thereto.	Additionally,	they	have	
to	submit	a	copy	of	their	contracts,	deeds,	and	amendments	to	the	Office	within	15	consecutive	
days from the date of execution, or within 30 consecutive days if the contract is executed outside 
of	Puerto	Rico.		Exceptions	to	this	requirement	are	set	forth	in	the	statute	and	Regulation	No.	33,	
issued	by	the	Comptroller	on	February	27,	1998.

The	Office	maintains	a	registry	and	a	file	for	every	contract	and	deed	received	and	uses	the	Registry	
for	verification	purposes	as	part	of	 its	oversight	 role.	The	Registry	 is	 accessible	 to	 the	general	
public via Internet since 1999 at http://www.ocpr.gov.pr.	Interested	parties	may	request	copies	of	 
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these	contracts.	 	A	nominal	fee	is	required	for	each	copy.	The	Office	received	3,029	requests	for	
copies	during	fiscal	year	2005-06,	and	1,768	during	2006-07.

The information system related to the Registry of Government Contracts established in 1990-91 
has	proven	to	be	an	efficient	research	tool	related	to	contracts	executed	by	government	entities.	
This system has a search feature which allows for the retrieval of information using various 
references	 fields	 or	 clues	 such	 as:	 social	 security	 number,	 name	 of	 the	 contractor,	 or	 type	 of	
contract.	 Furthermore,	 the	 system	 is	 capable	 of	 furnishing	 elaborate	 statistical	 information	
regarding the types of contracts most frequently executed by an agency or group of agencies, the 
number of agencies that are late in submitting contracts, the agencies that submit contracts with 
erroneous information, and those that belatedly submit corrected information after receiving our 
observations.	The	Office	received	103,623	contracts	during	fiscal	year	2005-06,	and	113,911	in	
2006-07.

Registry of Irregularities Related to Public Funds and Property Informed by 
Government Entities

The	Office	instituted	a	computerized	registry	system	during	the	period	1994-95	in	order	to	record	
the information received from the various government entities regarding the loss of public funds 
and	property.		This	computerized	system	was	established	to	collect	and	store	the	data	reported	by	
government	entities	in	compliance	with	the	provisions	of	Law	No.	96	of	June	26,	1964,	as	amended.	
As per this statute, government entities are also required to report certain losses to the Treasury 
Department	and	the	Justice	Department.

In	compliance	with	the	requirements	of	Law	No.	96,	supra,	during	fiscal	year	2005-06,	the	Office	
received	information	on	4,172	cases	for	a	loss	of	$3,182,656;	during	2006-07,	received	information	
on	3,969	cases	for	a	loss	of	$5,860,845.	These	cases	are	subject	to	further	examination	when	the	
corresponding	government	entities	are	audited.

Registry of Privatization

Law	No.	136	of	June	7,	2003	requires	all	government	entities,	including	public	corporations	and	
municipalities, to submit an annual report of all privatizations of functions, area of administration, 
or	duties	of	their	entities	to	the	Governor,	Legislature	and	the	Office	of	the	Comptroller.	Additionally,	
they have to submit all documents related to contracts, budget, projects, obligations, internal 
controls,	and	an	independent	financial	and	administrative	evaluation	of	said	privatizations.	The	
Office	is	required	to	maintain	a	registry	on	all	reports	received.	The	Registry	is	accessible	to	the	
general public via Internet at http://www.ocpr.gov.pr.

Government Payroll Expenses and Job Registry 

According	 to	 Law	 No.	 103	 of	 May	 25,	 2006,	 every	 agency	 that	 received	 funds	 from	 the	
government’s	general	fund	had	to	submit	by	December	31,	2006,	to	the	secretaries	of	the	House	
of	Representatives	and	Senate	of	Puerto	Rico,	the	Office	of	the	Comptroller,	and	the	Office	of	
Management	and	Budget	(OMB),	a	certification	signed	and	sworn	by	the	Director	of	Finance	and	
the	Agency	Chief.	Such	certification	should	contain,	among	other	things:	the	number	of	job	posts	 
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by	 category	 at	 the	 beginning	 and	 at	 the	 end	of	 the	fiscal	 year,	 including	 the	 payroll	 budget;	
professional	services	received	and	analysis	of	expenses	during	the	fiscal	year;	and	all	its	funding	
sources	from	the	general	fund,	special	assignments,	state	and	federal	funds,	and	other	income.	

Also,	Law	No.	103	creates	a	Job	Registry,	 to	be	monitored	by	the	Office	of	the	Comptroller,	
which requires that all agencies and public corporations must report, on a monthly basis, all 
occupied	job	posts	and	vacancies.	The	registry	has	been	designed	by	the	Office	and	is	available	
online	through	our	website	with	the	title	Job	Registry	under	“Contraloría Digital”.	

Result of Operations

Budget

The	budget	assigned	to	the	Office	for	fiscal	year	2006-07	was	$43,000,000,	which	represents	a	 
2.4	 percent	 increase	 compared	 to	 the	 budget	 for	 the	 previous	fiscal	 year	 ($42,000,000).	The	
Office	spent	and	encumbered	$41,908,685	leaving	a	balance	not	reserved	of	$1,091,315.	This	
balance	is	available	for	non-recurring	expenses	for	a	three-year	period,	according	to	Law	No.	230	
of	July	23,	1974,	as	amended,	“Puerto	Rico	Government	Accounting	Act”.	Specific	information	is	
presented	in	the	Statistical	Section	of	this	Report.	(Chart	1)

However,	 at	 the	 date	 of	 the	 Independent	 Auditors’	 Report,	 the	 Treasury	 Department	 of	 the	
Commonwealth of Puerto Rico has not accounted this unreserved fund balance in the PRIFAS 
System,	on	behalf	of	the	Office.	Normally,	the	Department	accounts	the	unreserved	fund	balance	at	
the	beginning	of	September	of	the	next	fiscal	year.

Reports Issued 

During	fiscal	year	2006-07,	 the	Office	 issued	216	reports.	These	 reports	 involved	audits	 that	
revealed	administrative	deficiencies,	irregularities,	or	illegal	acts	in	the	transactions	involving	
public	funds	and	property.	By	June	30,	2007,	the	aforementioned	reports	had	been	sent	to	the	
Governor, the President of the Senate, and the Speaker of the House of Representatives and 
published	in	our	website.	(Charts	2	and	3)

Human Capital  

As	of	June	30,	2007	the	Office	had	681	occupied	positions	or	98	percent	out	of	695	authorized	
positions;	467	 (69%)	were	 auditors	 and	214	 (31%)	were	 support	personnel.	Support	personnel	
consist	of	legal	counsels,	administrative	staff,	and	other	professionals.	(Chart	4)	During	2006-07,	
25 auditors and 10 support personnel resigned or retired, while 41 auditors and 6 support personnel 
were	hired.	In	addition,	the	Office	hired	31	temporary	employees	which	participated	in	the	Summer	
Internship	Program.	A	grand	total	of	1,204,879	hours	were	dedicated	to	audits,	administrative	and	
office	work,	training,	compensated	absences,	and	other	activities.	(Chart	5)

Training

The	 Office	 has	 established	 an	 internal	 regulation	 that	 requires	 support	 personnel	 a	 minimum	 
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of	15	hours	of	continued	education	annually.		Auditors	are	required	a	minimum	of	80	hours	every	two	years,	
24	of	which	have	to	be	in	areas	related	to	the	profession.	In	case	of	the	auditors	of	the	Information	Technology	
Audit	Division,	20	hours	have	to	be	in	computer	information	system.	

During	2006-07,	36,895	hours	were	dedicated	to	training	and	education.	Seminars	and	conferences	in	auditing,	
TQM, leadership, new performance evaluation system and recent developments in information technology 
have	been	a	priority.		

Financial Information

Internal Controls

The	Office	is	responsible	for	establishing	and	maintaining	an	internal	control	structure	designed	to	ensure	
that its assets are protected from loss, theft, or misuse, and that adequate accounting data is compiled to allow 
for	 the	 presentation	of	financial	 statements	 in	 accordance	with	 generally	 accepted	 accounting	principles.	
The	internal	control	structure	is	designed	to	provide	reasonable	assurance	that	these	objectives	are	met.	The	
concept	of	reasonable	assurance	recognizes	that,	(1)	the	cost	of	a	control	should	not	exceed	the	benefits	likely	
to	be	derived,	and	(2)	the	valuation	of	cost	and	benefits	requires	estimates	and	sound	management	judgment	
by	administrators.

The	Office	has	an	Audit	Committee	to	strengthen	the	independence,	integrity,	and	trust	on	the	Office’s	internal	
auditing	activity	and	the	transparency	in	its	fiscal	processes	and	transactions.	As	per	regulation,	the	members	
of	the	Committee	are	distinguished	professionals	in	the	private	sector.

Budgetary Controls

The	Office	maintains	an	encumbrance	accounting	system	to	accomplish	budgetary	controls.	As	demonstrated	
by	the	financial	statements	and	schedules	included	in	the	Financial	Section	of	this	report,	the	management	
of	the	Office	continue	to	meet	its	responsibility	for	sound	financial	administration,	following	the	norms	of	
austerity	and	modesty.

Independent Audit

Nexia	Cardona,	Irizarry	&	Co.,	PSC,	an	independent	certified	public	accounting	firm,	performed	the	audit	
of	the	financial	statements	of	the	Office	for	the	fiscal	year	ending	June	30,	2007.	The	Independent	Auditors’	
Report	is	included	in	the	Financial	Section.	The	accounting	firm	performed	the	audit	at	the	time	expected,	and	
the	Office	received	the	certified	financial	statements	on	September	14,	2007.

Financial Reporting

The	Office	complies	with	financial	reporting	requirements.		

We count on your cooperation to improve the oversight function and the administration of public 
funds and property.

Respectfully submitted,

Manuel Díaz Saldaña
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Commonwealth of Puerto Rico
Office of the Comptroller

Initiatives of the Comptrollership from 1997 to 2007
(October 2, 1997 to October 1, 2007)

A	distinctive	characteristic	of	the	Office	of	the	Comptroller	of	Puerto	Rico	is	the	commitment	of	
its	employees	to	public	service.	This	commitment	is	recognized	by	the	People	of	Puerto	Rico,	
who	expects	from	the	Comptrollership	the	responsible	fulfillment	of	its	constitutional	mission.	
With the dedication and professional integrity that are traditional hallmarks of this government 
agency,	we	indeed	ensure	that	it	is	so.	

During the past ten years, acting at the service of our country, we have taken many initiatives to 
promote	good	government	and	the	common	good.	We	identified	seventy	two	(72)	that	we	consider	
the	 most	 significant	 in	 these	 focal	 areas:	 oversight,	 prevention,	 human	 capital,	 technology,	
customer	service,	and	other	achievements.	Every	initiative	is	the	result	of	work	teams,	which	
are	focused	on	promoting	a	good	public	administration.	We	recognize	the	fellow	workers,	some	
retired, who made possible the following actions: 

OVERSIGHT

Published	1,853	reports.1.	

Created	the	Audit	Control	Report,	known	as	“Aging”.2.	

Created	a	Permanent	Board	for	the	Revision	of	Audit	Programs.	3.	

Established	the	High	Risk	Audit	Control,	known	as	“Watch	List”.	4.	

Established	the	concept	of		“Quick	Response	Auditing”	(QRA).5.	

Established the concept of production linearity of the audit reports (publication in 6.	
a	linear	uniform	manner).	

Established	Technical	Audit	Evaluations,	known	as	“Peer	Review”.	7.	

Published	reports	on	Internet.8.	

Created the Assistance in Litigation and Forensic Audit Division, as well as the 9.	
Departments	and	Agencies	Audit	“E”	Division	(includes	the	community	schools),	
and the Departments and Agencies Audit “R” Division (includes the Retirement 
Systems).

Created	the	Job	Registry,	according	to	Law	No.	103	of	May	25,	2006.10.	
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