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BENIIEI TMEIP&PSC
certifr ;rPublic A.co'untants;ndi,rsin;; consutlants

Independent Auditors' Rcporl on Basic Financial Stat€ments and Supplemertao., Schedule of
Expenditures of Fedcral Awrrds

The Honorable Mayor. Menrbers of the

Municipal Legislature a,ld People of
the Municipality of Bananquitas
Barmnquiias, Poerto Rico

we have audited the accompanying fi,]ancial statemeDts ofthe govemmenral activities. each major fLnrd.

ard the aggregate remaining fund information ofthe Municipalilv of Baranquitas ofthe Common$'ealth

oi Puerto Rico (rhe 'Municipaliry"), as of and for the year ended Jnne 30, 201 I. wlrich collecti\€ly
comprise the Municipality's basic financia, statements as listed in the accompanying tabie of contents-

Tllese financialstatements are the responsibility of tile Municipelity's marragement. Our responsibil;ty is

1{) e\prcss opinions on these financial slatements bas€d on our audit.

we conducted our audit in accordance with auditing standards generally accepted in the United Slates of
Ameriea and the standards applicable to fiDancial audils contaiDed in Govemment Auditing Srandards.

issued by the Comptroller Ceneral ofthe United States. Those standards require th& ivc plan and perform

the audit to oblain reasonable assurance aboul whether lhe finarrcial statemenls are free of material
misstatenreni. A0 audir ilcludes examining, on a test basir, evidence suppordng the amonnis and

disclosures iD rhe financial slalements. An audit also irtcludes assessing the accouoting principles used

and significanr estimates made by management, as well as evaloating the overall financial statements

presentation. we believe that ouraud;t provides a reasonable basis for our opinions.

,n our opinion. $e financial statements r€fetred to above presenl fairly, in all material respects. the

respectile financial position ofthe govefimental activities. each major fu[d. afld the aggregale iemainins
f!nd information ofthe Municipality ofBananquitas ofthe Commonwealth of Puerto Rico, as oi'June 30.

201l. and the respective changes in financial position. thereoIforlhe year tllen ended in ccnformity ltith
accounting principles genemlly accepted in the United Staies ofAmerica-

In accordaDce with Govemment Aud;ting Standards we have also issued our report dated November 28.

201I. on our considerarion of the Mrmicipality of Barranquiias of lhe Commonwealth of Puerto Rico

intemal control over financial reporting and on our iests of its conrpliance \r'ith cenain provisions oflaws.
regulations. conlmcls. gant agreements 3nd other matters. The purpose of tha! repon is to describe the

scope of our testing of inaernal control over financial repo(i g and compliance and the results of that

testing. and not to provide an opinion o* the intemai control over financial reporting and oi on

compliance. That report is an integrai part of an audit performed i accorda ce wilh CoYernmenr

ArrditiDg Standards and should be conside.ed in assessing the results of om audil.

Accoundng principles generally accep[ed in dre United States ofAnrerica require that the Management's

Disclssion aad Analysis and BudgeEry Comparison lnfonnation on pages 3 through 23 afid 77 be

presented lo supplement the basic financiat sialements- Such infonnatioD, akhough noi a parl ofthe basic

l'lnancial natements. is requ;red by the Cove.nnenral Accounting Stand.rds Boald. who considers it to be

an esrential part of financial reporting ibr placing lhe basic frnancial statements in an appropriate

operational. economic. or historical context. We have applied cenair lilniled procedures to the rcqlired
supplementary infonnation in accordance i\ith auditing sEnCards genemlly accepted i,l the United Stales

ofAmerica. which consisted ofinquiries of$anagement abou. ihe methods olprcparing the

i
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informatior and comparing tlle infonnat;on for consistency with nranagemeDt's .esponses fo our
inqui.ies. the basic finarcial statements, and other knowledg€ we obtained during our audit ofthe basic
financial statements. We do not express an opin;on or provide aoy assurance on the informaiion becarEe

the limited procedures do not provide us with sufficient evidence to express an opinion or pmvide 3ny

Our audit was conduct€d for the purpose offorming opinions on lhe financial statem€nts that collectively
comprise the Municipality's basic financial statements as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes ofadditional analysis as required by U.S. Offce
of Management and Budget Circular A-133. Audits of States and Local Government' afid Non'Prortl
Otga izalions, and is 

^lso 
nota required part ofthe bas;c finansial ststements of lhe Municipality. The

Sehedule of Expenditures and Federal Awards are the responsibility of management and were derived

fmm and relate directly to the undedying accounting and other recotds used to prepare the financial

siatemenls. The information has been subjected to the auditing piocedures applied in the audit ofthe
financial statemenls and certa;n additional procedur€s, including compar;ng and reconciling such

information directly to the underl-ving accouting and olher records used to prepare the financial

statements or to the financial statements themselves. and other additional procedures in accordance with

auditing srardads geoemlly accepted in the United States ofAmerica ln our opinion. the information is

fairly stated in all riaterial respects in relation to the financiai statements as a rvhole,

November 28, 201 I

Toa AIta, Puerto Rico

Stamp No.2596737
was aflixed to the

original repon. W- ts'

ElnrNrz1Rrur, cpn ruc
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CoiUMoNvEALTH oF PUTRTo RICo
Mtrt\.'tctpALITY oF BARRANeUIT,\s

i\4aDagement's Discussion and Analysis
Fiscal Year 6nded June 30. 201 1

As management of the Municipaliq. of Ba.ranquitas (rhe Mun;c;pality). lve offer r€aders rhe foltowing
discussion and amlysis of the Municipality's fiaancial activities.eported;0 the accompanying basic
financial statements for rhe fiscal year ended Jule 30.2011- We encourage readers to consider the
information presented here;. cotjunction with additional infornration that is fumished in the
Municipality's financial statements, rlhich follow this nanative.

FT-iIANCIAL HIGHLIGHTS

Gove ,n ent-Wde gigh|ights:

. The MunicipaliB's assets exceeded its ljab;lities (ner assets) by $22,569,673 at June 30, 201 l. The
Municipaliry'snetassetsicreasedbyS1.240,I86duringthefiscalyearendedJune30,201L

. The Municipality's assels increased from $45,i04,019 at June 30.2010 to $49,956.526 at June 30.
201 l, for nn increase of54.652.507 (10.j% increase).

. TIre l;abiliries of the Municipality increased from $23,922.664 at June 30.2010 to $27,386.853 ar
June 30. 201 l, for an increase of53.464,189 (14.5o% increase).

. The revenues ofthe Municipaliry iDcreased from $14.404,i44 for the fiscal year ended June 30.2010
to $l5,044,439 for the fiscal year ended June 30, 201 l. for an increase of$639,895 (4,40lo increase).

. The Municipality's expenses incfeased from $13.445,909 for the fiscal year ended June 30, 2010 to
$ I3,804,253 for the fiscal year ended June 30, 201 l, for an increase of9358,344 (2.7% tucrease).

Got erhnehtal Fands' Eighlights:

. The total fund balances of govemmental lunds amounted to $l I,156,084 at June 30. 201 I, which
increased by $1,749,660 during fiscal yearendedJune 30,201l.

. The total assets ofgovemmental tunds increased ftool $18,485,385 atJune30,2010to $21,648.228
at June 30. 201I, for an increase ofsi.162,843 (17.1% increase).

. The govemmental fund's rotal liabiliries incrcased liom 59,027.093 at June 30. 2010 ro $10,492,144
atJune30,20l I, foran increase of $1,465.051 (16.2010 incrcase).

The total reven ues of govemmental fulds increased from $ 14.4 I 5.69 I for the fiscal year ended June
30, 20l0 to $15,042,184 for the fiscal year ended June 30.201I, for an in cre.ase of $626,493 (4.3.i/o

increase).

Ihe govemmental fund's toial expenditures incrcased from $14.106,574 for the fiscal year end€d
June 30" 2010 to $15,015-524 for the fiscal year ended June 30, 201l. for an increase of$908,950
(6.4% inc.ease).

Other net financing sources ofgoyemmeltal lunds amounted ro $1.723,000, which are related to the
issuance of bonds during the current fiscal year.



Coju[IoNwEALTH oF PUERTo RICO
MTJ;\ICIPALITY oF BARRANQUITAS

Management's Discussiorl and Analys;s
Fiscal Year Ended June i0.2011

OYERVIE] OF THE BASIC FINANCIAL STATEMEN'TS

The purpose of financial reporting ;s to provide extemai users of basic finarcial sfatements witi
information that will help them to make decisions or draw conclusions about the Mun;cipalil-v. Therc are

many extemal parties thar use the basic financial statemen6 ofthe Municipalityr however, these parties
do not alwal,s have the same specific objeclives- In order to address the needs of as many part;es as

reasooably possible. the Municipal;ty, in accordance with required finarcial reporling standards, presents

{his Managomert's Discussion and A.alysis (MD&A) as a[ ifltroduction to the accompaoying basic
fina,cial statements- This narrative .epresents an overriew aud analys;s ofthe finalcial activities of t}e
Municipality aor lhe fiscal year ended June 30, 2011. Beca se this MD&A is designed to focus on the
curelt ,ear acti\,ities, resultjng charges and curr€ntly known facts. we encoumge readers !o consider the
;nformation presented iD this MD&A in conjunction wiih the additional information fumished in the
accomparying basic fi nancial sratements.

Ihe Municipalitv's basic financial statements inelude three components: (i) govemmenFwide finarcial
statements (CWFS). (2) govemnrental fuird financial statemeDls (GFFS), and (3) notes to the bas,c

financial statements CNBFS). This repon also cofltains additional required and other supplementary
information in addition to the basic financial statemenls themselves. These components are described
below.

The basic financial statements focus on: (l) the Municipality as a whole (govemment-wide financial
reporting) and. (2) the Muflicipality's major individual govemmental funds. Both perspectives allow the
users to address relevant questions, broadefl a basis for comparison O/ear to !'ear or govemment to
govemmero afld enhance the Municipaliry's ac.ountability, The components of the basic financial
statements are described belorv.

a) Goremmefit-wde Finoncitl Stu lemenls

The G\yFS are composed of: (l) the statenrents ofnet assers (SNA) and (2) th€ sratement of activities
(SA). These financial statements can be found immediately following this MD&A. CWFS are

designed to provide readers nith a broad overyiew ofthe Municipality's operalions as a whole in a
manner similar to private-sector business. These statemenls provide short{erm and long-term
information about the Municipaiiry's fina cia, position, which assist the Municipality's management
to determine the economic condit;on at June 30,20t l. The GWFS are prepared using methods that
are (imilar lo those used bv mo<l pr;varc businesses.

1. Statement ofNet Assets

fhe purpose of SNA is to attempt to report all assets owned and all iiabililies owed by the
Municipality. The Municipality reports ofall of its assets when it acquires ownership over the
assets and .eports all of its l;abilities when they arc incurred. For example, i}le Municipality
repons build;ngs and infrastructure as assets, even lhough they are not available to pay the
obligalions iflcurred by the Muricipal;ty.

On fie other hand, the Municipality.eports liabilitics. such as clains andjudgments, even thouglr
these liabilides might not be paid unlil several fiscal years inio the futu.e.

The diference bet\reen the Mun;cipalit)'s total assets aDd total Iiabilities reponed in SNA is
presented as,?e/ rsrea-, rvhich is similar to the total owners' equity reponed by a commercial



CoiuMoNivEALTH or PUERTo RICo
MUTiICiPALITY OF BARRA\QUIT{S

Management's Discussion a,1d Analysis
Fiscal Ye3r Ended June i0, 201 I

e[terprise in its financial statements. Akhough the purpose of the Municipaliry_ is not to
accumuiate net assets. as this arnount increases or decreases over iime, such amount represents a
useful indicator oF whether the financial position of the Mu icipality is either improving or
deteriomling respectively.

2. StatementofActivities

The SA p.esents infonnatio siowing how the Municipality's net assers changed duringthe fiscal
year ended June 30,2011, by presenting all of tie Municipalit,'s revenues afld expenses. As
previously discussed, the items reponed in SA are measured in a mannel similar to the apprcach
used by a commercial enterprise in that re!'enues 3jr recognized when ea.ned or established
criteria are saiisfied, and expenses are recorded rvheo iflcurred by the Municipality.
Consequently. revelues arc reported even when they may not be collected for seveml molths
after the end ofthe fiscal year and expenses are recorded even though they may not have used

cash during the current year.

Although SA looks diferent aronr a commercial enterprise's income statement, the difFerence;s
only in forma!, not substance. Whereas the bottom line in a commercial enterpaise represents iis
nel iDcome, the Municipality repons an amount desiibed as fiel change in rer d.rse/s. 'which is
essentially the same concept,

The focus of SA is or the ,er cor, of various activities provided by the Municipality. The
statement begins rvr'th a coiumn that identifies the cost of each of the Municipsliq/'s majo.
functions. Another column identifies the rev€nues that are specifically related to the classified
govemmental firnctions. The difference between the expenses and revenues related to specific
aunctions/progmms idendfies the extent to which each function of the MuDicipality dra*'s from
geneml revenues or is self-tinarcing through fees, intergovernmental aiC, and olher sources of

This statement also pres€nts a comparison bettveen direct expenses and program revenues foa
eaclr function ofthe Municipaliq.

GWFS and CFFS presetu all of dre Mun;cipality's govemmental activ;ties. which are suppo[ed
mostly by tlxes and intergovemmental revenues (such as fedeml and state gmnts and contributions).
All services normally associated lvith the Municipality fall into this category, includitg cullurg
recreation and education; general govemmeni: heakh and sanitation; publ;c safety; public housjng
and \l'elfare; and economac and urban developnent.

b) Governmenlal Fund Fiaanciol Slatement

The Municipa,ity's GFFS consist of: (l) the balance sheet - govemmental funds (2) the staEment of
revenues. expenditures and changes in fund balances - govemmental funds, and (3) the statement of
revenues and expenditures-budget and actual-budgetary basis-general fund. These financial
statements rcpon the financial posidon and results o{opemtions ofthe Municipality's governmeDtal
funds, wirh an emphasis or) the Mun;cipality's major govemmental funds.

A fufld is a gouping ofrelated accounts tirat is used to maintain control over resources $at have been
segregated for specific activities or objectives. The Municipa,ity, like most other state and Iocal
govemments. us€s fund accounting to ensure and demonstmle compliance with finance-related legal

)



ConITIoNwEALTH oF PUERTo RICo
MUNICIPALITY OF BARRANQUITAS

Mafl agement's Discussion and Analysis
F;scal Year Ended June 30. 201 l

r€quirements. Each fund is considered a.l independent fiscal entity eccounted lor ivith;n a ser ofself-
balancing accounts thar comprise its assets. Iiabilities, tund equity, revenue. and expenditu.es. Frnd
accounling segregales funds according to their intended pumose and is tsed to aid managefient in
denlonsirating compliance q,ith legal. financialand conlractual provisions.

Govemmental funds are used ao account for all ofthe services provided by the Municipality. These
funds are used to account for essentially the same functions reported as govemmental activities in tlre
GWFS. Unlike GWFS. the focus ofCFFS is directed to specific activities ofthe lvlunic;pality rather
than the Mur;cipality as a whole; therefore, CFFS report the MuIricipality's operations in more detail
than the GWFS.

GFFS provide a detailed short-rerm viet! ofthe Mu icipality's finances that assist in determining
whether there will be adequate financ,al resources available to meet the cuarenl fleeds of the
Municipality, which is. evaluating the MunicipaliE s near{erm firrancing requircments- Forfinancial
reporting pur?oses, the Municipalir.)_ classifres its governmental lunds within the following types: () )
general fund, (2) debt sewice fund, (3) special rcvenue firnds, and (4) capital projecrs fuds-

GFFS are prepared on an accounting basis that is significantly different from that used to prepare

GwFS. In general, GFFS focus on near-lerm inflows and outflows ofexpendable financial resources,

consequently. generally neasure and account for cash and other asseas that can easily be converted to
cash. For example, amounts .eported on the baiance sheet inc,ude capital assets within a very shorr
period ofiime. but do not inciude capital assets such as land and buildings. Govemmental fund
Iiabilities generally include amounts that normally are going fo be paid rvithin a very short period
alier the end ofthe fiscal year. The difference between a fund's lotal assets and total liabilities is
repofted as the fund balance, and gene.ally indicates the anount that can be used to finance the nerl
fiscal ye3r's adivities. Likewise. the operating starement for govenrmental funds reports only those
revenues afld expendirures that w€re collected ir cash or paid w'ith cash, resp€ctively. during the
currenl fiscalyea. or very shortly after the end oftie fiscalyear.

Becaure the focus of CFFS is narmwer than thal of the GWFS, it is useful to contpare the fund
infonnation presented for govemmental f'unds with similar information presenred for govemmental
activilies in the GWFS. By doing so, readers may better ulderstard the long-term impact ofthe
MunicipaliB_'s near-term financial decisiors. Both the govemmental funds' baiance sheei and the
govemmenial funds' statement of revenues, expenditures and changes in fund balances provide a
reconciliation to facilitate the comparison bet\r,een govemmental lunds and the govemmental
activities r€ported in the govemmeDlwide financial statements.

The Municipaiity has five (5) major govemmental funds. Each major fund is presented in a sepamte
column in the go!€mmental funds' balarce sheet and the govemmental funds' statemenl ofrevenues.
expenditures and clranges iD fund balarces. The five (5) major govemmental funds are: (i) general
aund. (2) capital improvemenis bond fund, (3) Iegislativejo;nt resolutio.s fund. (4) debt se ice fund.
and (5) commuDit, development block grant fund.

Notes lo Basic Financial Slarements

The NBFS provide ,dditional ioformation thar is essential ttr a full understand,ng of the data
provided i,r the GWFS and CFFS. The NBFS can be found immediately following the basic financial

4
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COMMONWEALTfl oF PUERTO RICO
MUNIcIPALIT}, oF BARRANoUITAS

Managenent's Discussion and Analysis
Fiscal Year Ended June 30.201 I

4 Ahet Su?plehektarlt I formdtion

The basic financial statements are followed by a section of other supplementary infomration
consisting of: (l ) combining balance sheet - non-major govemmental funds. (2) cofirbining sratement
of revenues, expenditu.es and changes in fund balatlces - non-major govemmental fimds, (3)
budgetary comparison schedu,e - debt service ftind. (4) Dotes 1o budgetar) comparison schedule -
debt service aund, and (5) schedule ofcapital assets used in the op€mtio[ ofgovemmental fiinds, as

detailed in lhe accompanying table ofcontents.

FINANCIAL ANALYSIS OF GOVBRNMENT-WDE FINANCIAL STATEMENTS

The Municipaliay's overall financia, position. for the last two fiscal yea$ are summarized as follows,
based on the iDformation included in the accompanying GWFS:

Compaiative Statement of Nel Assets

Governmental Activities (condens€d)

Junc 30,2011 and 2010

Current assets

Non-current assels:

Capilal assets. n€r

Other non{urrent assets

Totzl assels

Liabilities:
Cunent liabilities
Longlerm obligations due within one )ear

$ 20.178,282 S 18,126.776

29,144,970 27.152,678

33,274

2011 20r0

24.565

$ 49,956,526 S 45,30401I

$ 8,5?5.sr5 $ 8.412,5i9
1.244,',713 I,0i7,893

Long-term obligations due afier one )ear 17,566,605 14.472,227

Totalliabilities 27.386,853 2].921.664

Net assets:

Invested in capital assets, net of relaled debt 25.8 84,83 I 24,843,7 5l
Restricted for debt service and others 2,273,'787 2,120,804

Unassig,rcd (6,588,945) (5,583,200)

s 22,569.6'73 $ 21,38i,355

At June 30. 201I. the Municipalify's current assets, amouniing !o $20,178.282, are ma;nly composed of
cash in cornmercial banks a d fiscal agenr ($17,282,814), property ta\es receivable of$1.172,330, and
irtergovernmental receivables of $1,643,276.

The cash balances include rcslricted casl of$13.646,710 which is legally des;gnated for: (l) the payment
of debt service. (2) the acquisition, coDstruction and improvement of major capilal assets, and (3) the

1



ColrlMoNwEALTH oF PUERTO RICo
MUNICTPALITY oF BARRANQUITAS

Management's Discussiorr and Analysis
Fiscal Year Ended June 30, 20i I

operations of fedemlly and stafe funded grant award progmms. A portion of ptoprty taxes .eceivable,
amorndng to 54,774, represents restricted resources set aside to redeem the bonds ofihe Municipality ;!r

minimun aonual or biannual principal and interest payments.

Tle L'luricipality's non-curent assets. amounling to 529,178.244 at Juoe 30, 2011, are snbslantially
composed ofcapiral assets. with a carrying balance of$29.744,970. net ofaccumu,ated depreciation.

Duri,rg the fiscal year ended June 30. 201 1. the assels ol the Municipality incrcased by 54.652.507 in

comparison irith the priorfiscalyear. principally for the net effect ofthe following facls:

. Cash in banks increased by $2,001.411 mainly due to an increase in the collections ofpropeny ta,\es

duringlhe fiscalyear ended June 30,201 L

. Capiial assels increased by $2,592,?92 due to the excess ofcurreDt year additions ($3.904,034) over

depreciation expense ($l.i 11,?42) lor ihe fiscal year ended June 30.201l. The Principaladditions to

capital assets for the current fiscal ymr reere related to infmstrucure ($2,019,066), building
structures and building improvements ($1,221.060), and construction in progress ($4i 3,054).

At June 30, 201 l, the Municipaliry-'s current liabilities anoundng to $9,820,248 are mainly composed of
uneamed revenues (S6,481,939), accounls payable and accrued liabilities ($1,953216), and the portions

due \4ithin one year ofcompensated absences ($859.711) and bonds payable (S385.000).

Deferred revenues consist of unearned revenrEs associated with municipal license tarcs (S5 ii,460) and

intergovemmental grants and contributions related to state and federally funded progBms (S5.968,479).

As noted in the condensed $alement of net assets, the Municipaliry's current assets exceeded current
I iabil iti€s by $ I 0,i 58,034, for a cunent ratio (current assets to cunent liabilities) of 2.05 io I .00.

The Municipality's non-current liabilities, amounting !o $17,566,605 at Jrne 30, 201I, are composed of
portions due after one year of bonds payable ($7,248,000), compensated absences ($737,632). and the

estimated I;ability for municipal solid waste landfill closure and post-closure care costs ($9,580,973).

Ai June 30, 201 I, the liabilit;es ofthe Municipality ircreased by $3,464,189 in compar;son with the prior
fi scal year. principally for fl1e following facts:

. The estin'iated liability for municipal solid waste Iandlill closure and post"closure carc costs increased

by $1,809.513.

. Bonds payable incre€sed by $1.451.000 due to the fact that ne\v bonds were issoed during lhe curtent
fiscalyear.

. Uneamed reve,rues increased by $388,342. rvhich was caused principslly by the increase in uneamed
grants and contributions of federal and state funded $ant award progmms.

. Accounts payables to suppl;en and accrued liabilities deareased by $281,214 during fiscai year.

As noted earlier, nei assets may serve over time as a uselul indicato. of the Municipality's financial
statement positioo. The assets ofthe Municipaliry exceeded liabilities by S22,569,671 atJune30,2011.
The most significant porl;on ofnel assets ($26,884.831) refiects tbe Municipaliry's investment in capital

8
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Management's Discussion and A[alysis
FiscalYea. Ended June 30.201 I

assets (e.g. land. buildings, machinery, equipment. infiastructure, eic.). net of ail related debt still
outstand;ng that was issued to acquire, const uct or improve those assets. The Mun;cipal;lv us€s ihe
capital assets ao provide services to its citizens: consequeDtly. these assets are not available for future
spending. Although the Municipality's investment in capital assets is reported net of $e outstanding
related deb! dre rcsources needed to repay tlut debl must be prcvided by other sources, as capital assets

cannot b€ used to liquidate drese Iiabililies.

Another significant portion of net assets at June 30, 20 I I , represents resources that are restricted for debt

scrvice paymenls ($1.940.612) and the operations of state and federally funded gmnt award programs
($333,175). The remajning conrponent of total net assels cons;sts of unrestricted negative balance of
($6.588,945) at June 30. 201 l. This unrestricted negtive balance is the conseque.ce of previous budgets

thar did not provide sufncient fuoding for incured loirg-lefln obligations. such as bonds payablq notes
payable compensated abs€nces. claims andjudgmenB, obligations under capital leases, estimated liabiliiy
for municipal solid waste landfill closu.e and posl-closure care costs, etc. Historically, a sisnificant
porlion ofsuch obligations has been budgeted on a pay-as-you-go basis.

The total net assets ofthe Municipality increased by $1,240,186 for the fiscal )€ar ended June 30, 201 l.
Such ircrease is due to the excess of tolal revenues ($15,044,439) over expenses ($13,804,253) fbr dre

fiscal year ended June 30, 201 L This .esult ofoperatiofls \tas caused by the implementation ofa formal
cosi reduction and.evenue optimization plar adopted by the Municipality during the cumntyear-

This Space Hos Bten hnenlioful| Lell Blank
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CoMl\,toNwEALTH oF PUERTo Rtco
MTTNICIPALITY or BARFdNoulras

Management s Discussion and Analysis
Fisc{l Year Ended June 30.201 I

The tollowing is a comparative condensed presentat;on ofthe Mu.;c;palit'/'s results ofoPerations as

reported in the GWFS:

Comparrtive Statement of Activities
Goveromental Activities (condensed)

Fisc.l years Endcd June 30,20t1 atrd 2010

2011 2010

Program rcvenues:

Program-specifi c oper&ting gants
and contributions

Program-specific capital grants and contributions

Charges for services

Total prcgram rcvenLres

G€nenl revenu€s:

Properry taxes

Muricipal license taxes

Construction excise taxes

Sales and use tax
Unreslricted gmnts and contributions

Interests on deposits and miscellaneous revenues

Total general revenues

Total revenues

Program expens€s:

Ceneml govemment

Urban and economic development

Public safety

Health and sanilaiion

Cullure, recreation and education

Public housing ard welfare

Inlerest on long-rerm obligation

Net increase ia Det assets

Net assets, at beginniBg offisc.l year
Prior period adjustmetris
Net assets, al b€irtring of fiscrl year, as r€stated

Net assets, at end of fiscal year

1.332,435

2.636.66s

i36,605

1,346,354

1.616.281

il2.66l
4.305,705 3.195.296

-t,458,621

8s7,532

278.496

5 t3,i40
1,304,471

326,074

7. r24.088

840,101

95,809

553,2r0

2.311.272

I84.768

10,738,734

t5,044,439

I 1, t09.248

14.404.544

3.944.64r
2.051,531

1.026.379

3.646.888

734.675

2.164,781

235.358

5.34i.287
2,104,21)

t,016,221

2.03 t,413

806,191

r.86?,859

214,725

13,804,253

1,240,r 86

2t.381.355
(51,868)

21,329,447

$ ?2,569,673

1i,145,909

958,635

2A,422.720-

20,422,110

10
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COII,MoNIYEALTH OF PUERTo RIco
MTINICTPALITY OF BARRANQUITAS

Management's Discussion and Analys;s
Fiscal Year Ended June 30.201 I

As previously mentioned, th€ Municipality's net assets increased by $ 1,240.) 86 during the current fiscai
year. App.oxinrately 6l percent ($9.108,189) ofthe Municipality's total reve,rues for tfie cunent fiscal
yeaa came liom taxes (propert-v lares, muDicipal license taxes, construction excise taxes and sales and use

taxes). while 35 percena ($j,273,i71) resulted t'rom intergovemmental gmnts and conEibutions.

The folloiving chart presents the composition ofrEvenues for the fiscal year ended June 30, 201 I:

The Municipaliry's expenses cover a \r ide range ofsen'ices. The largest exp€nses ofthe Municipality for
the tiscal year ended June 30, ?0ll $ere related to: (l) general adminisfating and operat;ng costs
($3.944,64i), rvhich rvere classified as -genelal govemment', (2) health and saritatioD ($3,646,888), (3)
public housing and welrare ($2,164.781). and (4) trrban and economic developmcnt ($2.05 i.531).

As previously mentioned, the Municipality's expeDses incressed from $13,445,909 for the fiscal year

ended June 30. 2010 to $13.804.253 for the fiscal year ended June 30, 2011, for an irrcrease of$358,344.
The Dlost significan! fluctuation between the cu.rent fiscal year's expenses and &ose of the prior fiscal
year occurred in the gen€ral govemment e)ipenses, which decreased $1,400,646 and health and sanitation

expenses, wh ich increased $ I ,6 I 5.475 during cunent fiscal year.

This Space Has Aeei ldtehtionatb Lert BIa k
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CoMiuoNwf,ALTH oF PUERTo RICo
MUNIcIP,\LITY or BARRANeurrAs

Managemenr's Discussion and Analysis
Fiscal Year Ended June 30.201 l

2011 2010

$ 19,192.190

2,456,038

21,648,223

S 16,:148.534

2,0i6.35 t

18,485.385

8,319,361

2,1t2.783
7,406,281

1.620,806

10,192.144

$ 88,675

480,428

5,042,499

i49,310

(6,0s5)

I1,156,084

5.267,567

416.045

3,7?4.680

9.458.292

The folloiving chart presents the composition ofexpenses for the fiscal year ended Jlrne 30, 201 l:

Composition of Governmental Expens€s

for the Fiscal Ye8r Ended Jure 30, 20ll

lcultue. dcMrion md cd 6rion

trPublic housine dd selfare

lE Inrer6r on lorsnm oblis{ions i

Condensed Balance She€t - Governmenttl Funds
Junc 30, 2011 and 2010

Tolal assets - major govemmental funds

Total assets - other governnrental lunds

Combined total assets

Liabilities:
Total liabilities - major govemmental firnds

ToI,l liabiliries - other gove.nmental funds

Totalliabilities

Fund lr.lances:
Nonspendable - general fund

Assigned - geneml fund

Restrified -other maj or govemmental fiinds
Restricted - olher govemmental funds

Unassigned - geneial fund

Unassiged - other govemmental lunds

Totd lirbilities and fund balances

12
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CoTt jUoNwEALTH oF PUERTo RICo
MI-INICIPALITY OF BARR4NQUITAS

Manage,neDt's Discussion and Analysis
Fiscal Yea. Ended June 30,201 I

FINANCIAL ANALYSIS OF GOVf,RNMENT.{L FUNDS

An lsis o! Financial Posiliofi ol Goreramental Funds

As discussed earlier. the Municipal;ty uses fund accounti g to elsure and demonstrate compliarce with
finarce-related lcgal requirements. The focus of the Municipality's govemmental funds is to provide

information on near-term ;nflo\is, outflo\vs, afld balances of expendable r€sources. Such inlonnation ;s

useful in assessing the Municipality's compliance with finance-related legal requirements- Specifically,
unreserved fund balance may sewe as a useful measure ofthe Municipality s net resources available for
spending at the end ofthe fiscal year.

At June 30,2011. the totai assets ofgovemmental funds incressed by $3,162,8,13 in comparison with the
prior fiscal year princ ipal Iy for the increase ot S2,00I .4I I ir c2sh id commercial bank and fiscal agent.

Fora detailed explanation ofthe individual flucluations oftotal assets and total liabilities ofgovernmental
fu[ds. please refer to the previous financial analysis ofthe govemmenFwide financial stalements included

in lhis management's discussion and analysis, \,here a detailed discussion of most of these fluctuations
has been made.

At the end ofthe current fiscal year. total unassigned fund balances of govemmental funds amounted to
S5,195,i72. while total tund balances reached S11.156,084. The total fund babnces increased by

$1,749,660 during th€ current fiscal year. The followirrg tsbles present the composition of assets,

liabilities aDd fund balances among govemmental funds at June 30, 20 I I and 20 l0:

Thit Sptt thls B.et hnenionaUr Lcfi Btu*

Composition ofAssets Among GovernmeDta I F utrds

JuDe30, 2011 and 2010

20.000.000

l5_000.000

tr N,{aj d govdmstsl lisd3

ts Non-mjs 8o\@e!i!i inds

10.00

5.000.000

Maior govcmn oll! I fu.ds

i3
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CoMMoNwE^LTH OFPUERTORICO
MUNICIPALITY OF BARRANQUITAS

Management s Discussion and Analysis
FiscalYear EDded June 30.201 I

The following is a detailed financial analysis ofthe Municipality's gove mental funds:

9C!9fAL&!3-l9D - The GF is lhe main operaiing fund used to ac.ount for all financial resotrces and

govemmental acliv;ties. excep! for fina,rcial resources required to be accounted for in another fund due to

legal requ;rements, GAAP requirements or the demands of sound financial administmtion requiring t}e
us; of a golemmeltal fund other than the general fund- The GF is the principal operatiDg fund of the

Municipaiiu-. The CF's lotal assets amoL'oted to $7.792,544 3t June 30' 20ll- Such assets consist

principally of: (l) ta\ rece;vables (51.168.458), (2) cash in commercial banks and with fiscal agent

(53,924,947), and (3) $ort-tenn and long-term amounts due ilom other funds ($1,531,609)-

Tlre GF's total liabilities amounted to S2.022.214 at June 30.201 l. Such liabilities are composed of: (l)
deferred revenues (5580.120). and (2) accounts payable and accrued liabilities, including amounts due to
other sovemments ($ 1,442,094).

Composition of Liabilities Among Govemm€ntal Funals

June 30, 20ll ,nd 2010

Mijor sovemmeoral fu{r

10.fir

EMajor eormmnlll l6ds

aNa-nrior gdYemmlll tunds

Composition ofFund Balarces Asong Governmental Fulds
June 30.2011 and 2010

12,000,000

10,000,000

8.000,000
O Mojor Es'd@hl tunds

tNonajogrcm.dal furds

4,000.000

Major gove,rmental funds
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Coiu \roi.{\YEALTH oF PuERlo RIco
MUNICIPALITY OF BARRA:!QUITAS

\4anagement'sDiscussio andAnalysis
FiscalYear Ended Jone 30,201I

At the end ofthe curreot fiscal yea.. unassigned fund balance ofdre GF's amounted to S5.201,227. rvh;le
iotal fund balance.eached $5.770.330. As a measu.e ofthe CF's liqu;dity it may be usefulto conpare

both Lnreserved fund balance and total fund balance to iotal fund expendirores. Unassign€d fund balance

repres€nts 56 percent ofthe iotal CF's expenditures. Lvhile total fund balance represents 62 percenl ofthat
same amount-

Capital improvements bond fund (CIBF) - The CIBF is a major capital projecls fund used to account

for the financial resources arisiog from bond issuance proceeds used in the acquisition or construction of
maior capital facilities, other assets and permanent improvements- The CIBF'S iotal assets amounted to

$4.366,217 at June 30, 201l. which coDsists mainly of restr;cted cash in fiscal ageDl (unspent bond

proceeds ofS4.354,587). The CIBF's tolal liabilities amounted lo$1.264.330 arJun€ 30,201 l, which are

mainly composed of: (l) anlounts due to otler funds ($1,220,602) and (2) accounts payable and accrued

tiabilities ($43,728)- At the end of the curre,rt fiscal year. CIBF'S lotal and reskicled fund balance

reached $3.i01,887.

L€sislative ioini resolutions fund (I.IRF) - TIle LJRF is a major capital Projeet fund us€d to account io.
tie financial resources arising from pro$am-specific capital gran6 and conlributions a\rarded by 1he

Legislatur€ of the Commonwealth of Pueflo Rico, which are principally used in the acquisition or

construction of major capital facilities. other assets and pe.maneot improvements. The LJRF'S total

assets amounted to $4,1l0,l2l at June i0, 201I, which consists of restricred cash in conrmercial banks

(unspent graot awards and contributions) 6om the Legislature of the Comnronwealth of P'rerto Rico

amounting to $4,110.321. The LJRF'S lotal liabilities amounted to $4,110.321 atJune30,20ll,which
are composed principally ofdeferred grant revenues of54-075.496.

Debt seflice fund (DSFI - The DSF is a majov fund used to account for the accumulation of resources

for, and the payment of, principal and intercst lor bonds payable. The DSF'S total assets amounted to

$2.466.054 at June 30, 201 1. $hich consists mainly of restricted cash in fiscal agent ($2,422.234) and

intergovemmental grants and contributions receivable (Si8,882). Th€ DSF's total liabililies amounted to

$525,442 at June iO,20ll, \lhich are mainly composed of: (l) matured bonds due and payable

(S385,000) ard (2) accrued interests payable ($140,380). At lhe end ofthe current fiscal yeal DSF's total

and .estricted fund balance reached $1.940.612.

Communitv developmetrt block qrant fund (CDBCF) - The CDBGF's is a major capital proj€ct fund

used to account for the fioancial r€sou.ces arising from progranl-specific capital granls and corributions
awarded by the U.S. DepaItmem ofHousing and Urban Development through fie Puerto Rico Office of
the Commissioner of Municipal Affa;rs (sub-g.antor). which are Princ;pa1ly used in the acquisition or

constflrction ofmaior capital facilities, other assets and permanent improvements- The CDBGF'S total

assels amounted to 545?,054 at June i0. 201 l, wfliclt consists principally grant awards receivable from

the U.S. Department of Housins alld Urbar Development amounting to $356,10?. The CDBCF'S total

liabilities amouflted to 5457,054 at Junc 30. 201l, *hich are composed of: (l) accounts payable and

accrued liabilities ($366.347) and (2) amounrsdue to other aunds ($90,707).

Other eovernm€trlal funds (OGF) - The OCF's is a combination ofnon-major major capital proj€ct and

special revenue funds prircipally used to a.count for the financial resources arising from program-

specific capital and opeEdng grants and conkibutions awarded by state and fede€l agencies. The OCF'S

total assets amounted to S2.456.0i8 at June 30, 2011, $hich consist mainly of restrieted cash in
commercial banksand fiscal agent ($2,369,778). The OGF'S total liabilities amounted to 52:li2'783 at

June 30, 201 l, which are mainly composed of defered rcvenues ($1,890.526) and short{erm and long-

te.m amounts due to oiher funds ($220ri8).

ti
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Management's Discussion and Anal)'sis
Fiscai Year Ended Jrne 30. 201 I

Cond€nscd Strtement of Revetrues, Expenditures and

Cha[ges in Fund Balances -Gorernme[tal Funds (condensed)

fiscal y€ars Ended JuDe 30,2011 and 2010

Total re!€nues - major govemmental aunds

Tolal revcnues - orhergovernmental funds

Combined total revenues

Expenditnre!:
Total expenditures - major goyernmental fbrds
Total expenditures - other govemmental fimds

Combioed total elpenditures

Exc6s oI revenues over expenditures
Other financing sources (uses). net - major

go\emmenlcl funds

Other financing sources (uses). net - other

governmental furds
Combined otherfinancing sources (uses), nei

Ercess ofrevetrues rnd other financitrg sources oler
expenditurcs atrd other fimncing uses

Fund balances, at beginning offiscal year

Prior period adjustments
Fund b.lances, at end of fiscal year, as reslat€d

Fund talxnces, atend offiscal year

Thb Space ltos Bee hnettionolt Le, Bldn,

26.660 309,I l7

1.139,454 (24,522)

ttat\i\ 1!.<)).-............................
r,723,000

1,749,660 309.r 17

20t I 2010

$ Il.24 t,7l I
r,800.473

$ t3,480,750

934,941

i4.415.691

t3.l96,938
909,636

15.042.184

r3,210,583

r,8M,941

15,015.524 t4.t 06,574

(5r.868)

9,406,424

s I t,i 56,084

9.149,175

9,149,1',t5

9,4s8,292
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MUNICIP.qLIT OE BARRANQUITAS
Managemenr's Discussion and Anallsis

F;scal Year Ended JuDe i0,20ll

Analysis of Operating Results of Gove$m€ntal Funds

The following is a detailed analysis ofthe .esnhs ofopemtions ofgoventmental funds for the fiscal year

ended June 30. 2011:

Gqglgllu4! - The total firnd balance ofthe GF increased 5l,?6l,l7l during current fiscal year. Total

iGils3xpend;t ."s and other financing sources (nei) amounled to $10'564.962. $9.313,130 and

$509,339. resp€ct;vely, for the fiscal],eareDded June 30.20 i l.

Approximateiy 83 percent ($8,741.838) ofthe GF's lotal revenues for the current fiscal year came liom

ru*".1p,op"rty tr*"r, 
'nunicipal 

Iicense taxes, construction excise taxes and sales and use taxes), while l2
percent ($ 1,302.2 l6) resulted from intergovemmental grants and contributions.

ComDosition of Revenues of Govcrnmental Futrals for the Fiscal Vetrs
Ended Jutre 30,2011 atrd 2010

2010 lNon mjor solnmeial rtrnds

E l4ijor Sovcmmnbl lunds

20tt

i.000,000 10,000,000 15,000,000

:010

l0l I

Conposition of Expenditures olGovernmeolrl Funds

for the Fiscal Years Ended June 30,2011 atrd 2010

5.000.000

ENoo-mjor s0.hft iEl ldns

10.000,000
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MT,NICIPALITY OF BARRANQUITAS

Management's Discussion and Analysis
Fiscal Year Ended lune 30. 201 l

Dxring the current fiscal year. the.e !!as an excess of revenues and other financing sources over
e{pendilures and other financ;ng uses of$1.761.171 in GF, while in the prior riscalthere s'as an excess of
revenues ard other financing sou.ces over expenditures and otherfinancing uses of$76,234.

The CF's most significant fluctuatioN amongthe currenl fiscal year.evenues and those ofthe prio. fiscal
year w€re as follows:

o Total revenues decreased $542.631 (5%) in conrparison with the prior fiscal year.

. Total tax r€venues increased $400.aa2 (5%) in comparison with the prior fiscal year.

. Intergovernmental gmnts and contributions decrersed by $1,009,056 (449lo) in comparison with the

prior fiscal year.

. Ilterest on deposits increased $76.i35 during culrent fiscal year.

. Constsuction exdse taxes increased Sl82,687 (l9l%) in comparison with the prior fiscal year.

. Properq rdxes revenues increased of $239.994 is mainly due to an increase ofs22,850 in properry

te\es rece;vable while at the same dme the current year prop€*y assessments and collections were

grater than p.ior year.

. lvliscellaneous income decreased $14,296 during cuntnt fiscal year.

The most significant fluctuation betwe€o the cu ent fiscal year expenditures and those ofthe prior fiscal

year occrmed in lhe gmeral govemment expenditures, w'hjch decreased by $1,396,975 (28%).

Capitat improvemetrls bond lund (CIBF) - The most significant tmnsactions of this fund for the

current fiscal year are relAted to capital outlays and interest on deposits, The total fund balance of the

CIBF decreased $216,i62 during cunent fiscal year. Total revenues, expenditures and other financing

sources (n€t) amounted to $100.742, $1.459.391 and $1.142,287, respectively, for tlrc fiscal year ended

June 30.201l.

Approximately 99 percent (S1.449.1l4) ofCIBF's total exp€nd;tures for the cunent fiscal year crme liom
capital oudays.

Leeislative ioint r€solutions lutrd (LJRB - The most significan! tmnsactions oflhis fund for the eurreflt

fiscal year are related to capital outlays ($295,057) and intergovemmental grants and contributions

revenues 6om the L€gislature of the Commonwealth of Puerto Rico ($268,439) Total revenues,

expenditures and other financing uses (net) amounted to S307.381. Si05,039 and $2,342' respectively, for
the fiscal year ended Jlne i0, 201 l.

Approximately 8?% percent ($268,439) of LIRF'S total revenues for the current fiscal ye,' came from

intergovemmental grants and contributions revenues from tbe Legislature of the Commonwealth of
Puerto Rico, Approximately 97 percenl ($295.057) of IJRF'S toial expenditures for the curent fiscal
year came from capital outlays.

i8



COMIIONWBALTH OF PUERTO RICO
MUNICIPALITY OF BARRANQUITAS

Management's Discussion and Analysis
Fiscal Year Ended June 30. 201 I

Debt senice fund (DSF) - The tolal firfld balance of tle DSF increased 5225.773 during current fis.al
vear. Tolal revenues. €xpenditures and other fiDancing uses (neo amounted to $867,057, $640,358 and

$926, respectively. for the fiscalyearended June 30.201 l.

Approximately 42 perrent ($366.3i1) of DSF'S tolal revenues for the curent fiscal year came frool
restricted prope(y taxes, while 58 percent ($498,633) came from intergo\€mmeotal grants alld

conEibutions. T[ere was an increase of $225,773 in the DSF'S net change io fund balance when

operatiors for the cunent fiscallear are compared 10 lhose ofthe prior fiscal )'ear. This occm.ed because

there was an increase ill inteagovemnental gmnts and contribut;ons revenues and propeny ta\es.

All expenditures of the debt sen'ice fulld \\'ere related to principal and interesl erpenditures on bonds

payable amounting to $640,358 duriig the current fiscal year.

Communitv deveiopment block grrnt fund (CDBGF) - The CDBGF's most s;gnificant tmnsactions

for ahe current fiscal year are rclated to program-specific capital grant revenues pmvided by the U.S.

Department of Housing and Urban Development and capilal outlays related 10 the acquisition or
construction of major capjlal facilities, other assets and permanenl improvemems. incurred to deYelop

v;able communities and a suitable living en!ironmenr and expanding economic opportunities. principally
for persons of lorv and moderate income.

All CDBGF's rcvenues for the curent fiscal yeor amounting to $1,401,569 catte fiom intergovernmental

grants and coltdbutioDs revenues from the U-S. Department of Housing and Urban Development.

Approximately 80 percent (S1.194,977) ofCDBGF'S total expenditures for the current fiscal year came

from capital outla,s-

Other sov€mmedtai fEnds (OGF) - Tlre tolal fund balance ofthe OGF decreased by 520,922 during
cur€nt fiscal year. Total revenues, cxpelditur€s and other financing uses (ne[) amounted to $1.800,473,

$1,804,941 and $16,454. respectively. for the fiscalyear ended June 30,201l.

Approximately 99 percent (S1,800.459) of OGF'S total revenues for the cunent fiscal year came from

intergovemmenral gants and contributions. App.oximately 55 percent (5992,276) of OGF'S total

expend;tures for the current fiscal year came from public housing and lvelfare, 33 percent canle from

capitai outlay, while 12 percent came frorn urban and e.onomic developmefi.

BUDCETARY HIGHLIGHTS OF GENERAL Ff]ND

The original and finai budget of the general fund for the fiscal year ended JDne 30. 201 I amounted to

$9.399.5M and $10,074,046 respectively. Accordingly, lhere was an increase oI $674.462 between the

origiMland the final approved budgets for the fiscalyear ended June 30.201 I.

The total actual revenues (budgetary basis) ofthe general fund for the fiscal year ended June 30. 201l
were S10-462,17a, which is 4 percent (S388.128) more than the budgeted revenues. In addition, the total
actual expenditures (budgelary basis) of the geneml fund for the fiscal year ended June 30. 20 I I were

$9,416-380. u'hich isl2 percent ($ 1.137.666) less than the budgeted expenditures.

The most significant fluctuations in actual rclcnues (budgetary basis) occurred \Yith construction excise

ta\es which $ere $157.i54 more than rheir respecti\€ budgeted amounts due to the increased

construction activity in the Municipal;ty during the current year, principally in relation to thc

Munic;pality's own capital projects. During the current fiscal year. the Municipality incurred capital
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outlays amounting to $2.019.066 on gelleral infrasructure projects and $1,221,060 on the construction
and improvement ofvarious buildings and municipal structures. Such capital projects provided additioral
construction excise ta\ revenues of approximately $162,000 that were not generated in tlrc prior fiscal
yeaa.

Another significant fluctuation itl actual reveDues (budgetary basis) occurred with the sales and use raxes
rvhich lvere $122.598 more than their respective budgeted amounts. The increase irr such revenues are the
direc! result of increased monhoring and auditing procedures on substantially all withholding agents

Iocated in the Municipalit-v during the cunent fiscal year and additiooal collection effo.ts adopted by tbe

lvlunicipalit), as part ofsuch prccess. The increase in these tan revenues is also a dircct result of several
audits performed by the Pueno R;co Treasury Depaftmen! on several withhold;ng agents of ahe

Municipality and a formal economic developnient st.ategy implemented by maoagement during the
cunentyear with the effect of ts-\ rates lowerthan those ofolher municipalities.

The most significa t fluctuatioDs in actual expenditures (budgetary basis) occuned with general
government expeDdit rcs. which decreased by $621.521 due to the adoption ofa formal cost rcduction
plan. The cost .eduction methods applied are dre continuaiion ola multi-year financ;al management plan

carried out the Department ofFinance and Budget to maximize the financial position and liquidity ofthe
Municipaliq..

The favorable variance of $132,705 in lhe healti and sanitation exp€nditures is ma;nly related to a
decrease in the operating costs of the municipal solid lvaste landfill during the current fiscal year. The
decrease in health and saniiation expendiiures is also related to the decrease of health costs associated

with the Puerto Rico Heakh Reform providing free medical insumnce to low and modemte income
persons in Barranquitas and all Puerto Rico.

The favorable variance of$211,372 in the urban and economic development expeoditur€s is also due to

tlre adoption ofthe multi-)€ar cost reduction and financial management plan referred to above. .

The following tables summarize the budgetary results of the revenues and expenditures of the general

fond for the fiscalyear ended June 30.201i:

This Srtcp ns Bua ttt.itioutlr L.l Blank
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Ba.lscta4) Resuls of Reee ues - Ceneral Funtl

B rlgeta\r Resuks ofExpe dilurcs - Generdl Fu,rd

8,000,000

7,000,000

6,000.000

5,000,000

4.000,000

3.000,000

2,000,000

t,000,000

0

Intergovemmental OL\errevenues

I 6.000,000
l

5,000,000

{,000.000

1.000.000

2 0oo 0o0

i1,000.000

0

Genfalsovem enl Urban and ecotrooic Halft and saitrdoo Ot}er exPenditurs
deltloPnent
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COTTNIONwEALTH Of PTIERTO RICO
MUNICIPALITY OF B-{RRANQUITAS

Managenren!'s Discussion and Anal!'sis
Fiscal Year Ended June 30.201 l

CAPITAL ASSETS AND DEBT A)MIN'ISTRATION

Capittl Assets

The Municipality has invested $47,559,991 in capital assets used in govemmental activities, which have

an accrrmulated depreciation ofSl7,8l5.02i at June 30,2011. Capital assets increased 52.592,292

duri8g the cur.ent fiscal year due to the excess of current year additions ($3,904,034) over depreciation

expense ($1.31 1.742) for the fiscal yerr ended June 30, 20i l. The principal additions to capital assers aor

lhe cur.ent 6scal year were related to ilfiastructure ($2,019,066), and building, structures and building
improvemerts ($1.221,060). The capital add;6ons to infrastructurc were principally related to major

improvements ofstreets and roads, the consFuction ofrecreational areas.

\ye encourage readers to consider the iofoflnalion presented here in conjunction wii:h more detailed

capilal assets infonnation fumished in Note 7 to the accompanying notes !othe financial statements.

Dcbt atrd l-ong-Term Obligetions Admitristration

The Municipaliry finances a significant portion of its constfllction aelivities throogh bond and note

issuances, and through state and federal granrs. The prcceeds from bond issuanc€s designaEd for
constsudion activities are committed in its entirery for such purposes and cainot be used for any other
purposes.

At June 30. 201I. the Municipaliry's lotal bonded debt amounted to $7,633,000, consisdng of bonds

payable. Soch debt is backed by the futl Faith and credit ofthe Municipality. The Mu icipaliq's legal

debt marsdn amounted to $6,468.059 at the drrrent fiscal year-end. The following is a summary ol th€

principal debt ard long-term obl;gations activity for dte fiscal year ended June 30,201 1:

. Bonds payable increased by $1.453,000 du€ to the net effect of a new issuance of bonds

(S1.723.000) ard the debt seflice paynenls (S2f0.000) made during the current fiscal year.

. The estimated liab;lity lor municipal solid waste landfill closure and Post-closure ca.e costs

increased by S1.809.513 due to the current year provision ofsuch amount charged to health and

sanitation e)(penses.

We encourage readers to consider the info.mation pres€nted here in conju[ction with more detailed long_

telm debt infonnalion fumished in Note 9 to the accompanyirg notes to dte financial sta@ments.

ECONOMIC FACTORS AI{D NEXT YEAR'S BUDGETS AND RATES

The tenitory of Barranquitas cove.s an area of approximately 3i.2 sqnare miles. Barranquitas is a
municipality with a popularion of 30,318 and a population density of 913 habitanls per squarc mile.

Barralquitas is characterized by being one of the economic integrado, centers of the central region of
Pue(o Rico since it is considered one ofthe principal source ofjobs and services ofpublic administration,
education, healrh. agriculture. maDufacturing food. retailing. construciion and comm€.cial industries in
the centml region of Puerto Rico.

Accordiflg to lhe Puerto Rico Departrnent ol Labor and Human Resources, lhe labor force d€creased liom
i.29 nillion in 2010 to 1.28 m;llion in 2011 for Pue.to Rico as a whole. In addition. the average
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unemployment rate decreased Aom 16.3% in 20i0 to 15.4% in 201I- In the case of Bananquitas, those
statistics indicate dut during the fiscal year ended June 10, 201 I. there *ere 4i8 employers that provided
5,900jobs in Barranquitas, lor an aggregaie payroll cost (excluding margiral benefits) ofapprox;mately
$18.2 million duing the fiscal year then ended.

The principal commercial industry in Barranquitas was the ag culture, which provided 250jobs from I25
employers during the current fiscal year- However, the public sector provided the majoriry ofjobs during
the cunent 6scal )ear (4 I perce t of total jobs), amounting to I .484 jobs prov ided by I 9 public em ployers
fron the Municipality and the govemmenl of the Commonwealth of Puerto Rico. Within the public
sectot the employees ofthe Puerro Rico Department of Education and certain private educational entities
(including a priyate university). provided 780jobs in the education industry during the current fiscal yea..

Other commercial induslries that provided significaot arnounts of jobs in Barranqu'tas were fie
manufacturing and the retailing indushies, which provided 2i2 and 428jobs, respectively. The av€rage

salarJ,per employee amounted to 920.9J0 for the fiscal year ended June 30,201 l.

Ofthe total population ofthe Municipality. 54 percent or approrimately 25,200 persons are considered to
live unde. the poverry level. This rate is higher than the overall rate lor Puerto Rico (48 percent).

Approximat€ly 40 p€rcent of tlre population ofthe Municipalit-v receives public financial assistance as

their principal source ofiocome.

The economy ofthe Municipalir/ is closely lirked to the economy ofthe Commonwealth of Puorto Rico,

which ultimatel, is $eatly afticted by the condition ofthe Ulited States olAmerica. Direct in!'estmenq

exports, tramfer paymen6. interest mtes. irllation, and tourist expenditures are exogenous variables that
are affected by the economy ofthe United States ofAmerica.

The preliminary reporls issLred by the Puerto Rico Planning Board (a govemmental agency of the

Comnonweaitlt ofPuerto Rico) about the performance ofthe economy oflhe lvlunicipality indicate that
the economy decreased 1.8% iD terms ol'total real gross product during the fiscal year ended JLIne 10.

20,I.

The Municipality has established policies and progams directed at developing ihe manulacturing and

services industries. Selective tax exemptions and other inlrentives have stimulad domestic and foreign
investment. Infiastructure erpansioD and modemization have bee[, to a large e).:tent, financed by bonds

issued by the Mxnicipality a d certain grants from ihe U.S. Depanmenl of Housing and Urban
Developm€nt and th€ Federal Emergency Management Agency. Economic progress has been aided by
significant increases in thc levels of education and occupalional skills of the population of the
Milnicipality.

REQUEST FOR INIORMATION

Tlis financial report is designed to provide a general ove ie\l ofthe Municipal;ty's finances for all of
tie Municipality's citizens. taxpayels. customers, investors and creditors. Questions conceming any of
ahe information provided in this reporl or requests for additional information should be addressed to:
M nicipa,ity of Baranqu;tas, Depanment of Finance and Budget, P.O. Box 250, Barranquitas, Puerto
Rico.00794.
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Statement ofNet Assets
June i0.201 l

Curlentassets:
Cash in commercial banks

Accounts receivable, net of al'owance for doubtfnl

Taxes:

Pmperl, ta\es
Municipal license taxes

InlergoLemmenlal grants and corrribulions

Other
Total accounts receivable

Iflventon€s and other curent assets

Restaicted assets:

Cash in commercial banks

Cash in fiscal agenl

Property taxes receivable. net ofallo\*ance for

doubtful accounts

Accrued inrerests on deposits

Intergovemnre tal gmnts and contributions rec€ivable

Toral restricted assets

Total current ass€1s

Non-curent assets:

Capital assels. at cost:

Depreciable capital assets

Non-depreciabte capital assets

Totai capital assets. at cost

kss: accumulated depreciation and amortization

Total capital assets, net

Defened charges. oet of accumulated amortizstion of 526,7i9
'Iotal non-current assets

Total sssets

Govemmental
n€tivities

3,636,104

1,167,556

902
1,t62.027

5.503

2-3t5,988

61,663

8,107,558

4;774

1i,194
481.249

7,408,280

47.559,991

( r7,815,021)

l,l,1,1.1,527

20.r 78.282

29,744.970

33,2-14

29,71a.244

$ 49,956,526

40,151,71 I

L The acco parying notes to the ba:icfinancial statetuehts ate ihtegrul Put ofthis stQtetuenr'
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Liabilities and net assets

Currctrt Iiabilities (due within one year):

Accounts payable ard accrued liabillities

lnt€rgovemmenlal payables

Total accounts payable and accrued liabilities

Uneamed revenues

Liabilities related to restricted assets:

Accouns payable and accrued liabillities

Accrued interests on bonds Payable
Unearned revenues

Toral current liabiiities related to restricted assets

Current portion of long term obligations:

Bonds psyable

Compensated absenses

Total curreot liabilities

NoD-currcnt liabilities, ercluding current portion

(du€ in more than oneYear) :

Non-cunent pofiion ofliabilities related to

restdcted assets - bonds Payable

Compensated absenses

Estimated liabililv formunic;pal sol;d waste landfill

closorc and post-closure care cost

Total non-cunent liabililies
Total liabilities

Net assets:

Iovested in cap;tal assets. net of relaled debt

Restriqed for:

Debt service

Federal and state fund€d pmerams

Toaal restricted ,et assets

Unrestricted
Total net assets

397.905

103,392

$ 446.919

I40.380

5,966,022

|,940,6t2
i33,175

Govemmental
activities

1,506,291

515,917

6.553.321

385,000

859,713

2,273,78.1

(6,588,945)

9,820?48

7,248.000

737,632

9,580,973

17,566,605

27,386,853

26.834,831

22,369,613

me acconpditins noles b the botic financia! stdteheds are inteAral Po ofthis slatehent-
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Statement of Activities
Fiscal Year EDded June l0- 201 I

Function / programs

including

d6pr€ciation

st,3i t,742

Program-

specific

capital

grantsrnd

Net

(erpenses)

and changes

Program-

sPecific

Charges opemting

for granB 8nd

services contributioDs

G ove rnmental actir iti es :

Geneml govemment

Urban a! economic dcvelopmenl

Health and sani.ation

Prblic s?fetv

Public housing and welfare

Cuhure, recrEation ard educftio.

Inter€st on long lerm obligalions

Toial governmenlal activities

s i.94.1.641

2,051,i; r

i.646,888

1.026.:19

2.r64.781

734.615

235,358

7 t,405

?65.200

2S9,t0;

994,96;

48,r61

r,869,593

268.439

49S,63;

s (i,873,2i6)
t07,i70

(3.581.688)

(r,026.i79)

(90r,i76)
(686,5r4)

263,275

_l_!i!1;ii i36.605 1.132,435 2.636,665 (9.498.548)

Ta,\es:

Municipal lic€nse taxes

Const.uctior excise taxes

Sal€s and use taYes

Toial ta\ .evenues

lnte€ovemmental gmnts and contributions,

not restricted to sp€cific programs

Miscellaneous

Total geneml reYenues

Ne! increase in n€t asseB

Ner alsets ar beginning of fiscal year

Prior period adjustrnent

Net assets at begin ingoffiscalyear, as resiated

Net asseas at end offiscal year

s 7,458,62r

857,5i2

278.496

9,t08,189

1,i04.471

271.380

52.694

10.7i8.734

1,240,186

21.3S l.ljj
(51,868)

21.329,487

5 22,569,673
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CO }TONWEALTHOFPUCRTORICO
MUNICIPALITY OF BARRANQUITAS

Reconciliation ofthe Balance Sheet- Govemmental Funds 
'o 

the StatementofNet Assets

June i0. 201 I

the statement of net assets and the balance sheet-gover'mental
The amounts of govemmentat activities reported iD

funds are different forthe following reaso's:

Total fund balances reported in the balance sheet_govemmental lirnds

Add (Deduco:

Capital assets us€d in govemmental 'ctivilies 
are not considered available financial

reiurces at fiscal year-en-d. therefore. are not reportd in the governmental funds This is

the carrying amount of caPital assets, llet of accumulated d€preciation and amortization of

$ll,8t 5,Ozi at June 30. 2011' which is reported in statenlent of net assels'

Debt issued by the Municipalilr- has associated co$s (debt issuance costs) that are paid from

cu.rent avail;ble finaicial resources in the govemmental fimds' Ho\leve' these €osts are

delerred in the statement of nel asse$ and reported net of acclmulated amortization of

s26.739.

ln\jentories and other current assets aecorded in the statement ofnet assets are not considered

availablerinancialresourcesatfiscalyear-end,therefore'alenotrepotted;nthe
govemmental funds.

Revenues related to eamed but unavaitable inlergovemmental gmnts and contributions are

not deferred for govemment_1vide fioancial statement reporting-

The following liabilities are Dot due (mature) in the clrrent fiscal year' therefore' are not

reporteal in the govemmental funds at June 30, 201 1:

Accrued bonuses to emPloYees

Bonds paYable

Compensated absences

Estimated liability for municipal solid waste landfill closut€ and post-closule care costs

Net asserggovemmental aclivities, as repotted in the statement ofnet assets

$ I1.156.084

29,7M,9',10

33.274

61,663

64,203

(64,20:,)

(7,248,000)

(r.597,345)

(9,580,973)

s 22,569,6',73
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ColtrtoNwEALTH oF PUERTo RIco
MUNICIPALITY oT BARRANQUITAS

Reconciliation of the Statemeni of Reverues, Expend;tures and

Changes in Fund Balances - Govemmental Funds to ihe Statemenl olActivities
Fiscal Year Ended June 30. 201 I

Total net increase in fund balances reported in the accompanying stalement of revenues, expenditures

and changes in firnd balances - govenrmental fu ds $ | ,'149,660

Add (Deduct):

and contributioDs for the fiscal year ended June 30, 201 l. 2.2is

activities the cost ofthose assets is capitalized and allocaied over their estimated useful lives

as depreciation and amortization expense- This is the amount by which capital outlay
expe.d;tures ($3.904,034) exceeded depreciation and amotiztion expense (Sl,3l 1,742) for
the fiscal year ended June 3 0, 20 I I - 2,592.292

.- 
P.oceeds from issuance of bonds payalrle are reported as all othe. financial sorirce in the

govemmelrtal funds, however, such proceeds increase bonds payable in the statement of net

asse6. (l'723'000)

Covernmental funds report deferred charges as expenditures However in the statement of
activities the cost ofthese assets is cspitalizaed and amol1ized. This is the amoutt by whlch

additions to deferred charges ($10,257) e\ceeded the amortization ofsuch assets (S1.548) for
the fiscalyearended June 30.2011. 

8.709

RepaymeDt of pr;ncipal of long-term liabilities is reported as an expenditure in the

govemmental fimds, however, the repa)mrent reduces bonds pavable in the statement of net

assets. 407,925

The following expenses reported in lhe statement ofactivities do not require the use ofcurrett
financial resources, therefore. are roi reporied as exPenditures in rhe governmenlal funds:

Net change in estimatd liabililv for municipal solid *asle landfill closure and post-

closure care costs ( r.809.513)

Netcha,lge in prepaid expenses, inventories, accrued compensated absences and others. I t,858

Net increase in netassets, as reported in the accompanying statement of activities

The accampanying notes to the basicfnancial stde lents are an ihtegal part to this statement.

_J__..1_4U_q6
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Notes to Basic Financial Slatements

Fiscal Year Ended lune i0.201 I

1. Backgrcund Informalion and Summary of Significant _Accounting Policies

The Municipality of Barranquitas (tbe Municipaliry.-) is a local mmioipal goveminent constfuuted in

1970 in the Common*ealtir of Pueno Rico (the Commonwealth) The Municipality has full

legislative, fiscal and all other govemmental powers and responsibi'ities expressly assigned by Public

elt No. dt of,trrgust i0, 1991, as amended, known as Autonomous MuniciPalities Act of tlv
Comttonwealth of iuert, nico (Acl No. 8l ). The Municipality is one ofseventy-eight municipalities

Iegally separated from the Commonwealtll's governnrent.

Th€commonweatth,sConslilutionprovidesfortheseparationofporversoftheexecutive,legislative

"ia.jrd:"irt 
t*n"n". of the Commorqealth and the municipalities Horn'ever. the Municipalily's

gor#."ntrl system consists of executive and legislative branchesonly A. Mayor' elected every

,. y"rr.ly lt 
" "itir"n.. 

exercises the executive p;wer oftie Municipality The legislative polver of

il" Vfrni";pufitv is exercised by the MuniciPal ttgislature. whose members 
^are 

also elected every

' iou. v"uol The judiciary po*er is exercised by the Ceneml Justice Cou( System of the

Commonu'erlth. which has jurisdiction over the Municipality'

The Municipality assufiles either partial or full responsibiliry for providing sesices to its citizens

relatedtopublichousing,welfare'publicsafety,health'sanitatio[,education,-culture'recreation'
education, urbarr development- economic development. a,d many other fiscal, general and

administmtive sewices.

a) Finaftcial Reportirrg Model

The accompanying basic finarcial statements present the fiflancial position and the results of

operations ;f dle t{uricipality as a Nhole' and its various govemmental funds as ofand for the

fiscal year ended June 3d. 20t t, in conform;ty rvilh accoun'ing pr;nciples genemlly accepted in

dr€ U;ted States ofAmer;ca (CAAP), as prescribed by ihe coventmental Accounting Standards

Board (CASB).

According ao the financial reportirg model established by GASB Statement No 34' Basic

Financial Statenents - und Monagenent\ Discastion arul Analysis - for State and Local

6overn,r?enls (CASB No.34), the r;quired basic financial statement presentation applicable to

the Municipaiity is conrposed of tire following elements: (l) glvemmert-wide financial

.tut"r"n,, (GWFS;, (2) governmeotal fuDd financial statements (GFFS), (3) notes to basic

financial staiernents, and (4) required supplementary infonration (RSI)'

r?,tI coNistiog ofa Nranagemenas Discussion and Analysis (MD&A)' is information presenled

along with, bui separate from, Municipality's basic finandalstaternents'

MD&'4 is a narralive rePoft that ;ntroduces tle accompan)iing basic financial statements and

p.oriaes an anulyi"at ouin'iew ofthe Municipality's financial activities for tlte fiscal year ended

june 30. 2Ol l. based on the Municipatity's knowledge ofthe rfansactions. ev€nts and conditions

reflected ,n the basic financial staremeni. The MD&A also highiights crrain key fiscal policies

lhal controlthc Municipalitl s operations.

Other supptementary iniomation presented in lhis repon for purposes-of additional a alysis

""*;.i"iill 
erdgir,] Comparison Schedule - General fund' (2) schedule ofExpenditures of

Fedeml A\Yards. as ljsled i the accompanying table ofcontents'
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MUNIcIPALITY oF BARRAi_QUITAS

Notes to Basic FinaDc;al Statements
Fiscal Year Ended Juoe 30, 201 I

On July i, 2005, the Monicipaiity adopted dre prcvisions of Slaloment No. 44, Econo tic

Candition Reporting: The Statistica! Scctiotl 4n a endment ol NCGA.S/a/er?s,l 1 (GASB No'
44). This statement amended the portions ofNCCA Statement l. Govemnental Accout /ing and

Financial Repo ing Principles, which provides guidance for the p.eparation of the statistical

section ollhe Municipality's Comprehensive Anoual Finarcial Report (CAFR). Accordingly, the

statistical section of this Conprehensive Ann[al Financial Report has been modified to present

more detailed informaiion. typically in ten-year trends, that assists users in utilizing: (l) the basic

financial statements, (2) the notes to basic iinanoial stalements, and (3) die required

supplementary informatioD, lo assess the economic condition of a govemment.

Or March 2009, the Municipality adopted the provisions of GASB Stateo:ent No. 55. fl,e
Hierurchy of Generally Accepted Accounting Prillciples;for Stue and Lrrcal Govetnnets (GASB

55), and GASB State'nentNo. 56. (:adilication o|'Accowting dnd Financial Repo ing Guidonce

Co ained in the A|CPA Stotene ts otl Auditing Sta"dard, (CASB 56).

GASB 55 incorporatcd the hiemrchy of generally accepted accounting principles (GAAP) for

state ard local govemments,nto the Covemmenta! Accounting Standards Board's (GASB)

authoritalive iiter;ture. TIe requireDents in this Statement codiry all GAAP for state and local

govemments so that they derive liom a single source.

CASB 56 incorporated into the Govemmental Acco$ntitg Standards Boa.d's (GASB)

authoritative literature certaifl accounting and financial reporting glidance presented in the

American lnst;tute of Ce.tified Pubtic Accountants' Statements on Auditing Standards This

Statement addr€ssed three issues not included in the authoritatiYe literature that eslablishes

accotmring W;nciples - rclated party tmDsactions. so;ng concem considemtions. and subsequeot

events.

The adoption ofGASB 55 and GASB 56 did not ha\€ retroactive cumulative effects aliecting the

accompanyirg financial statements as of July l. 2010, and ha!'e not affected the financial

positions and the results ofoperations reported as ofand for the fis€al !€ar ended Ju.le 30_ 201 I '
Accordingly, the accompanying GFFS IBve not repo(ed any retroactive re$atements or

rec,assifications of fund equjties as of J uly I , 201 0.

b) Financial Repo ing Entity

Ihe accompanying basic financial stateme s include all departments. agencies and municipal

op€rational units that are under the legal and administrative control of the Mayot and whose

fina cial resources are u der the legal custody and control of lhe Municipality's Director of
Finance and Budget. as pr€scribed by Act No. 8 I .

The Municipality's managemena has considered all potent;al component units (whether

govemmentai, noFfor-profir, or profit-oriedted) for uhich it may be financ;ally aecountable and

other le$lly sepamle organ;zations for which the nalure and significance of their 
'elationshiP

with the Municipality rnay be such that exclusion oftheir basic fiflancial statements from those of
the Municipality would cause the Mu icipality's basic fioarcial stat€ments to be misleading or

incomplete.

32



COMI\lONWEALTH OF PUERTO RICO
MUNICIPALITY OF BARR{NQUITAS
Noles to Basic Financial Statements

Fiscal Year Ended June i0,201 I

GASB Statement No. 14. The Finoncial RePofiit€ ,rliq? (GASB No- l4), as arnended. has set

forth criteria to be considered in determ;ning financial accoLrntability for financial rePorting

purpos€s. These criteria include appoilliing a voting majority of an organization's govem;Dg body

and: (l) the ability ofthe Municipality to impose its will or1 thal organization or (2) the potential

for the organization to provide specific financial benefits to. or impose sp€cific financ;al burdens

on, the MuDicipality.

On July l, 2003, the Municipality adopted the provisions of GASB Statemenr No- 3q,

Determining Whether Certabl Orgonizalions ore Conryonent Uttits - an Amendhe t of GASB

Statament No. ll (GASB No. 39). GASB No. 39 states that certain organizations for which a

primary government is not financially accountable neve(heless warrant inclusion as pa.t of tlte

financial reporting entity because of the nature and significance of their relationship with the

primary govemment, includingtheir ongoing financial support ofthe primary govemme0t and its

other componem units.

According to GASB No. 39, a legally separafe. ta\-exempt orgaflization should be repod€d as a

discretely presenred component unit ofa reponing enlity ifall ofthe follolving criter:a are met

. The econonic resources received or held by the separate orgnization are entirely or almost

entirely for the d;rect benefit of the prifiary govemmenl its component units, or its
coostituenls.

. The primar)' govemment, or its component units, is entitled to. or has the ability to otherwise

access, a majority ofthe economic resources received or held by the sepamle organization.

. The economic resources rece;v€d or held by an ;ndividual organization that the specific
primary govemment, or its component units. is €ntitled to, or has the ability to othenvise

access, are significant to that primary govemmenl.

tn addition, CASB No. 39 staies that other orpnizations should be evaluated as potential

romponent units if they are closely related to. or financially integrated with, the primary

gori.."nt. Such tvp€s ofentities may be presented as either blended or discretely presented

compo.ent units. depending upon horv they meet the criteria for each specified in GASB No 14_

The Muflicipality's management has concluded that. based on the aforem€ntioned criteria, there

are no legatt sepamte entities or orgnizations that should be reported as component units ofthe
Municipality for the fiscal year ended June 30,2011.

c) Govenmet-wide Finahcial Slatencnls

The accompanyiig GWFS are conposed of: (l) the statement oa net assets and (2) the statement

of activitiei. iheie financial statements .eport information of all govemmeotal activitios olfie
Municipality as a whole. These stateme s are aimed at Presenting a broad ove iew of the

Municipaljty's 6n"nces by reporting i1s finarcial position and results ofoperatjo s using methods

that are similarto those used by most private businesses

The focus oIGWFS is on the operational accounlab;liry ofthe tvlunicipa'ity as a single economic

unit and not on cornpliance witi budgets, tegulatory requitements or on the use ofavailable or

cun€ntly exp€ndable financial resources (refer.ed to as fiscal accountability). Operational
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accountability is the Municipality's resPonsibility to report to the extent to which it has fiet ks

operating objectives efficienily alrd €ffectively' using all resources tva;lable lor that purpose lt
fo"u.". i,r tire Municipa,ity's principal opemting objeclive, which is to provide services to ;ts

citizens.

The accofipanyirg sulement of net assets provides short-term and long-term informalion about

the Municipality's-financial position by Presenting al, ofthe Municipal;ry's asseE and liabililies'

with the diiference between ihese nvo items reponed as "net assets" (equir,) and or net liabilities'

This statement assists nranage ent in assessing the tevel of services lhal can be provided by ihe

Municipality in fhe future a;d its ability ao meel its obligations as they become due .ln 
addition'

this staternent reports tle extent to rhich the M$nicipality has inve$ed in capital assets and

discloses le-qal and conaractual restrictions on reso[rces.

Nei assets are classified in the accompanying statenent of net assels \lithin the following three

catego.ies:

. Invested in capitat assets, net of related d€bt - This net asset category consists of capital

assets, net of accumu lated dep.eciation and amortization, reduced by the outstanding balznces

of bonds payable. nores piyable and other debts that are attributed lo the acquisition,

construction or improuemeni of those assels (capital-related debi) For the purposes of
delermining the outstanding debt attributed to capital assets, the toul 

'ong_'erm 
debt reiated

to the acq;sition, consduaiion or improvement of capital assets has be€n reduced by any

related uDipent debt pmceeds and any related unamortized debt issuance costs'

ID addition, for the purposes of determining the oulstanding debt attribuled lo capital-assets'

the follorviDg ;tems arc excluded from the calculallon: (l) bond issuance cosE (2) interest

payable. (3)-accrued inteEst on deep discount debt and non-capital accrued liabilities (e g'

".*p."trt"a 
absences, claims and judgments, ac.), and (5) debt used to finance capital

acq;isitions by parties outside the Municipaliry. Furlhermore. the com puralion of net assets

invested in capital assets, net of related debt. exclrrdes inter_fund loans and other financial

. Restricteal net assets - This net assel category consists ofnet resources restricted by extemal

part;es (such as debt covenants. crcditors, grantors. contributors. la\ s or re-lulalions ofother
oou.rna"nta. elc.). or net assets tor Nhich conslraints are imposed b] consiittltional

irovisions or enabiing legislalior fnabling legislalion consists of legislarion (hal aulhorizes

ihe Municipatity to u-..eis. leuy, charge or othenvise mandate pa)'ment of resources (from

e(ernal resour;€ pmviders). Enabli.lg legislation establishes restrictions if it ineludes a

legally enforceable requirenrent tlrat those resources be used only for the specific purposes

stipulated in the legislation.

On July 1, 2005, the Municipality adopted the provisions of Statement No 46, Net-A$eLt

Renri;kd by Enabling Legrsrt r, (GASB No. 46). This Statement requircs that limitations

on the use ;f net asstrs imposed bv enabling legislation be reported as restdcted n€t assets'

This Statenent clarified that a lega,ly enforceable enabling legislation 
'estriction 

is one that a

part)_ extema' to the MuDicipa{ity (such as citize.s, Public interest groups' or^thejudic;ary)

lan"compel the vunicipalityto lionor. This Slatement states that the legal enforceability of
an enabiing legislation sho;ld be reevaluated if any of the resources mised by the enabling
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legislation are used ior a purpose not specified by the enabling legisiation or if the

&lunicipaliry has other cause for consideration. Although the determioation that a pad;cular

restricrion is not legally enforceable may caDse the Municipaliry to review the enforceability

of other restrictions, it slrculd not necessaril)' lead the Municipa,,ry to the same conclusion for

all enabling legislation restrictions-

The classirication of restricted net assets identifies resources that have been received or

eamed by the Municipality with an expl;cit understandi g bet!!'een the Municipaljty and the

resource provide6 thal the resources would be used for specific Purposes. Grants,

contributions and donations are often giren under lhose kinds ofcondilions. Bond i dentures

also o{ien limitthe use of bond proceeds to specific purposes.

Intemally imposed designalions of resources, including earmarking are not reported as

restricled nel assets. These designations consist of managemelt's Plans for tlle use of
rcsources, which are subject to change at the discretion ofthe Municipal Leg;slature.

The Municipality has reported the following types of restricted net assels in the

accompanying stalement of net assets as ofJune 30. 201 l:

(l) Debl service - Represent net resources available Io cover future debt serlr'ice paymenrs of
bonds payable-

{2) Feder.l aod state funded programs - Represent net resouces available from certa;n

federat and state grarrts. which have be€n se! aside to carry out seve.al prog@ms.

. Unresficted - Generally. this category corlsists ofthe excess ofassets over related liabilities

lhat are neithcr externally nor legally restricled. neither invested ill capital sssets. However,

at June 30. 201i, this category has a negtive balance of $6.588,94i bec-ause liabilities

exceeded the related assels. Cenerally, the assets recorded within tltis category are

designated to indicarc thal management does not consider them to be available for genesl

oper;ions. Assets reponed within this caiegory of!e, have constmints that are imposed by

managem€nt butcan be r€moved or modified.

Wher both re$ricted and unrestricted resources are available fo. use, it is the Municipality's
policy to generally use restricted resources first, and then unrestricted resources as they are

needed.

The accompanying statement of activities presents tie Municipality's results of oPeralions by

showing how the Municipality's net assets changed during the fiscal )ear ended June 30, 2011,

using a;et (expense) revenue format- This statement prcsents the cost ofeach funclio progEm

as;ll as the extent to which each ofthe Municipality's functions, programs or other services

either contributes to or dm\i's Iiom the Municipality's geneml rev€nues (such as property taxes,

municipal l;cense tares, construction excise laxes, elc.).

A function/plogram describes a Sloup of activities ihat are aimed at accomplishing a major

scrvic€ or regulatory responsibility. The functionrprogxams reported in lhe accompanying basic

financial statiments are:11) geneml govemment, (2) urban and economic developmenl (i) public

safety. (4) health and sanitation, (5) culture, tecreation and education and (6) Public housing and

welfare. The goremrne,rtal ope.ations of the Municipality's departments and op€rational units

35



Co voNwEALTH 0FPUERTO RIco
MTINICIPALITY OF BARRANQIJITAS
Noles to Basic Firancial Slatemenls

Fiscal Year EDded June 30. 20Il

are classified lvilhin rhe follo*,ing functionvprograms in the accompanying basic financial
stalements:

Gefie.$l govemrfient:
Municipal legislatu.e
Ma)'or's ofTice

Departmenr offinance and budget
Department of human resources

Department of mun icipa I secrelary
Department of intemal audit
Department of psrchasing and supplies

Ufian and eco,romic lewlopnenl:
Departmenr of public rvorks
Department of tmnspo[ation and maintenance
Deparlnrenr of engineering

Public saleE:
DepartmeDt olemergency management
Depanment ol municipal police

Healrh and tanililion:
Department of recycling and environmental control

Cutture, rccrcatio and clucation:
Departmenl of .ecreation and spo(s
Depart ent ofculture and toLrrism

Public ho{sing and welfa.e:
Deparimenr of clderly serv;ces
Departmeni ofservice to citizens

The starenrent of activities demoDsrates the degree to which program revenues offsa direct
expenses ofa given firncdon/p.ogram or segmeDts. Direct expenses are those that are clearly
idertifiable wilh a specific function. segoe t or operational unit. This stalement reports revenues

in two broad categories: (l ) progmm revenues a (2) general revenues.

P.ografi revenues are genemled directl-v from a progranr itselfor may come from panies outside
rhe Municipality's ta.\payers or citizens. In the statement olactivities, proglam revenues reduce

the costs (expenses) of the function/program ro arrive at: ( I ) the n€t cost of the function/p.ogr'am
that must be financed from the Municipality's genenl .evenues or (2) the net program revenue
that contributes to the Municipalit)'s general revenues-

The accohpanying statement of activities reports the ,bllowi.g categories of program revenues
for the liscalyear e,1ded Junc 30.2011:

. Charges for services - These revenues generally consist of excha.ge or exchange-like
transactions involving charges ro customers or applicants ryho purchase, use or directly
benefit from the goods. services or privileges provided, or are otherwise direcdy affected by
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the services. These revenues ;ncl de fees charged for specific services. charges for licenses

and pe.mits. and fines and forfeilures, among others.

. Program-specific operating and capital grants and contributrons - These rcvenues

consist oflransaclions that aae either mandatory or voluntary non-exchange tmnsactions with
other goveflrments. organizations, or individuals that resrict the rcsources for use in i
pa crlar pro$am. Opemling gmnts and contributions consist of resources that are required

ro be Lrsed to finance the costs of operating a specific progm,n or can be used eith€r for
opemling or capital purposes ofa sPecific program. CaPital gmnts and contributions consist

of revenues or resources that are restricied for capital purposes - to purchase. construct or
renovaie capital assets associated !!ith a specific Program. Restricted ope.aling and capital

gmnts and contributions are program revenues because they arc specifically att.ibuable to a

program and reduce the net expetse of that program to the Munic;pality. They are rePorted

net of estimated uncollectible amounts.

Geneml rcvenues are the default category for rerenues. It includes ai I reveues and gainsthatdo

not meet the definitioD of prograft revenugs. Property taxes. nlunicipal license taxes, sales and

use taxes and cooshxction excise ta\es are reported as geneml revenues. All othea non-tax

revenues (including unrestricted interest on deposits, grants and contributions not resuicted for
specific progmms and misccllaneous revenues) Ihat do not meet the definition of program

revenues are classified as general revenues. Resources that are dedicated intemally by the

Municipality are reported as geneml revenues mther than as progra,n revenues. All general

€venues are reported net oiestimated uncollectible amounts. which are recorded as reduction of
revenues radrer dran as expenses,

The general govemment flmctior/program reported in fie accompanying statement of activities

includes expeNes that are, ill essence, indirect or costs of orher functions/programs of the

Municipalit-v. Even though some ofthese costs have been charged to certain funds in the CFFS

as indirect eost allocations permitted under some federal progmms. the Municipalitv has reported

these ;ndirect costs as direct expeoses of the general govemme t function. Accordingly, the

Mun;cipality generalty does not allocaE general govemmeDt (indirect) costs to other functions

The ellects ofall inter-fund govemmental activities (revenues, exPenditures and other financing

sources/uses among governmental funds) have been removed from tbe accompanying stalements

oinet assets and activities- ,nterfund services provided and used hale not been eliminated in the

prccess of consolidation.

The Municipality classifies all of its activities as govemmen'tal aclivi{ies in d1e accompanying

GWFS. These are activities genemlly financed throsgh t&\es. intergovemmental revenues and

other non-€xchaflge revenues that can be used to support the Municipality's programs orservices.

These govemmental activities are also genemlly reponed in rhe GFFS.

The Municipality has no fiduciary adivities, which are those in which the Municipaliq' would he

holding or managing net assets for specific individuals or other ext€mal parties in acco.dance

with trust agreemerts or other cuslodial arrangemenG. In addilion, the MuniciPality has no

operations or activities that are fiflanced and opemted in a manner si ilar to privare business

enterprises. where ahe costs of providing goods or sen'ices to tie genemi public (expenses'

including depreciation) is financed prirrarily thmugh user charges; or where the goveming body

has decided that periodic determination of reve[ues eamed, expenses incurred, and/or net income
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is appropriate for capital maintenance. Public policy' management control' accountability' or

other Purposes.

d) Governmerrtdl Funil Firtdacial Stalenenls

A fund is a fiscal and accounling entity consisling of a setf_balancing set of accounts used to

.*"ti *.*, ii"tifl i"t 
"nd 

residril equiies, deficiL or balances and chang€s llerein' which are

s.greear.d for lhe purpose of carrling on sPecific activities or aftaining cenarfl oblcctrves rn

u.ioiianc. t"irh crnp and/or special regulations, reslricLions or limilalions'

The accomDanvinq CFFS 3re composed ol ( l) the balance shcet - 30\ enrmental funds' (l) the

;;; ;?;.;;; 
"rpendit,res 

and changes in tund balances - govenrmentel funds and (i)

ii" *i"r""i"r."r"r*s and expenditures - budget and actual- budgetary basis - general fund'

These firlancial statements report the financiat position and results oper"tions of the

Municioaliw's tolemmental funds by presenling sources uses and balances olcur'enl financial

**;il;. 'iom-;"iii,;te 
finan.ial sr,Lmens lia\e a budgetary orientation and focu' primarilv

.* tll the Municipaliry's maior govemmental funds' as defined below' (2) the fiscal

;::J;iJ;fu u],o- i;; 
-tl. inii'iaia pans of rhe Municipalit)'s sovemment' F;scal

;;;;;;;;;il,i' t ;'d;, the Municipatitv'i responsibilit) rc justiry rhat irs actions in rhe cuoenr

;;;i t;;; ;;;;;;il;i "irn 
putiic decisions concenring the raisirs and spendins or public

moneus in 1he shorl terrn {p,enerally one fiscal year)'

fh" *"o.punylng CffS segregate govemmental funds according to their intended purpose and

,r" "tJ ii a!.."".*,ing Jompliunce with legal, financial and contractual proris;ons The

;;;;; ;r,"b"; .i g"vinrmental funds is malntained consislent with legal and self-imposed

;;;;;;;i-r"q*;;r' established bv the Municipatitv 
- 

on lulv l 2010 th€-Municipaliry

,doorled rhe orovision" ofCASB stalement No. 54. Fund Bulunce Reporting arul Goverwnental-i"iiii 
6ri"tit"," taASB i4). \\'hich modified the interpretations ofcertain tenns within the

aiini i."- oi,ir" .p""i"ir"renue funds and the types of activities the Municipality may choose to

*p.* f, ,i"* friat. CASB 54 also clarified rhi capital projects fur)d rype definitior for better

ui:,gr,*"* *itt lhe needs of preparers and users Detinitions of odrer govemmental fund t)!es

also nere also modified forclarity and consistency'

Pursuant io the provisions set fo.th by CASB 54. the Municipaliry reported the follorving

govomme tal funds in the accompany;ng CFFS:

. Geneml f n l - Th1e general fund is the Municipaliry's main op€rating fund afid a rnajor

tnu"mmlntat fund. a-s defined betow. used to accou t for all financial remurces and

i""...""[f .*"iii.r. 
"\cept 

for financial resources required to be accounted for in another

;;nj. i; ;;;;J il,r rhe x'4unicipalitv-s golemmenrai aclivities have been reponed in lhe

g";"*i-i"tia 
"**p, 

f", ,ransactions for which one of the following compelling ressons has

i"-o,ired the u"e ofanother fund: (l) legal requifEments' (2) CAAP requirements or {i) the

;#r;;;;;,J fi;",rciat adminisraion requiring the ure ol a goremmenul fund other

thaD the geneml fund.

. Debt senice Iuntt - The debt s€rvice fund is a major goveromental fun-d' as defined below'

used Oy ttre traunicipatity to acco nt lor the accumulation of resorrces fot and the payment

;.;;"i; and i"i**i for: (l) bonds pavable for which debt service pavmenls are lesallv
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mandated to be accounted for in a debt se&ice fund and/or (2) bonds payablc or any genera'

Iong-term debt for which the Municipaliry_ is being accurnulating financial resources in

adv-ance to pay principal and interest paylnents maturing in future ycars CoDsiste ly with

the prior fiscai years' financial statement prcsertation, duting dre fiscal year ended June 30'

201i, t}e financial activir]- accounted for it the debt senice fund \tas specificallj' related to

bonds payable.

The outstanding balance of general long+erm debts for which debt sewice paymeDts do nol

invoNe the adv-ance accumulat;on of resources (sqch as obligations rnder capital leases) are

only accounted for in the accompalying statement ofnet assets The debt sen'ice Payments of
sucii debts are generally accounted for as debt service - principal and debt service inlerest

expenditures in the generalfund.

. Special rcvenue fan b - The special revelue funds are non_major gove'nmental funds' as

defined belou, Used by the lvlunicipality to account for revenues derived &9m granrs,

contributions or other r;venue sources that are eithe. self-restricted by the Mun;cipality or

legally resaicted by outs;de parties for use in specific purposes (except for revmues lhat are

eaim*Led for expenditures in major capital projects which are accounied for in the-capita'

projects fund). ihe uses and limitations of each special revenue fund are specified by

*uni"ipul oadirur""a or fedeml and state staiutes. However. rcsources restricted to

""o"nd;,r.". 
for purposes Dormally financed Lofi tlte geDeral fuIld are reported in the

Mirnicipality s peneral fund provided that all applicable legal requirements are apPropriately

satisfie;. In this'c.ase. a special revenue fund to account for such kild oft8nsactions will be

used only iflegally mandated.

. Copilol ptujeclslufi& - Capitat projects funds are major and non_major govemmental filnds'

as 
'defined " 

beloiv, r.rsed to account for the financial resources used for the acquis;tion,

consfiuction or improvement of major capital facilities a')d other assets- Significanl capital

outlays f;nanced from proceeds of generat obligation' public improvenent or sp€cial

obligation bonds accounted for also in the capilalprojects filnds

The use of the capital projects funds in rhe accompanying financial statements has been

reserved onty for 
_majoi 

capital acquisitions, con$ruction or improvement activities that

would diston financial resources trend data il not reported separately lrorn the other

Municipality's oprating activil;es. The routine purchases ofminor capitalizable assets (such

as fumiture, omc" equ;pment. vehicles and other minor capital assets or impmvements) have

been reported in the go\'em,n€ntal iund from which financial resources were used for the

paymenl.

The locus ol the GFFS is on major govemmental funds. rvhich generally rcpresent the

Muricipality's most important funds. Accordingly, the lvluniciPality is-required. ro 
-segregate

gou"rn."ntul f',-,nd. b"t 
"""n 

major and non-major carcgories within the GFFS Major individual

iovemmental funds are reponed individually as sepamt€ columns in the CFFS, while dara lrom

Itt non-*ujo. go"".n."ntal funds arc aggregated into asiigle colirmn. regardless offund tvpe

By definiiion, the MuDicipal;ty's geneml fund is considered a major governmental tund for

fi;ancial repordng purposei. ln aaaition. aDy ottrer govemtnental fund would be classified as a

,ujo. gor"rn."nitul fund in the GFFS if its total assels. liabilities' r€venues or experditrres of
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tlrat i.div;dual governrnental fufld are at least ten percent (i0%) of the correspondifig element
total (assets, liabil,ties, revenues or expenditures) for al, govemmental funds- For the purposes of
applying the aforementioned major fund criteria, no eli,ninations ofinterfund balances haye been
made. Total revenues for these purposes meaN all reyenues. including operating and non-
operating revenues (net of ailowances lor uncollectible accounts). except lor other financing
sources. Total expenditures lor these puryoses mean all expenditures, including operating and

Do[-operat;ng expenditures. excepr for orher financing uses,

Based on the aforementioned crirer;a the Mu icipalit-v's major govemmental furds reported in
the accompanying GFFS are: (l) the general fund, (2) the debt service fund. (3) the capital
improvements bond fund, ( ) the legislative joint resolutions fund and (5) the commuDity
development block g.ant fund.

'lhe capital improvements bond iund is a major capital projects fund used to account fo. the
financial resou.ces arising mainly fiom bond issnancc proceds used in the acqu,sition or
consruction of major capital facilities, other assets and permanent improvements. Thc most
significant transactions ofthis fund are related to capiial outiays and proceeds from issuance of
bonds.

The legislative joinl resolutions fund is a major capital project aund used to account for the
financial resources arising from program-specific capital gmnts and contributions awarded by the
Legislature ofthe Conmonweallh of Puerto Rico. which are principally used in the acquisitio! or
construction of major capital facilities. other assets and pernanent improvemeats. The fiost
significaot lransactions of this fund are related 10 capital outlays and iniergovemmenral grants
and contributions aevenues.

The community development block gmnt fund is a major capital projecls fund used to account for
the inarcial resources arisirrg frorn program-specific capita, grants and conftibutions a\r?rded by
the U.S. Department of Housi,rg and Urban Development through the Puerto Rico Offlce ofthe
Commissioner ofMunicipal Affaic (suFgrantor), lvhich are principally used in the acquisition or
constnrction of major capital facilities, other assets and permanent inrprovements. The most
significant Eansactions of this firnd are related 1o grant relenues and capital ootlays incurred to
develop viable communities and a suirable living environment and expaDding economic
opportunities, principally for persons oflow and modemte income.

The Municipality periodically undertakes a comprehensive evaluaaion of its iurd structure to
ensurc that complies !vi!h all aspects that are of imporaance to users of geneml purpose extemal
financial reports. ConseqDentl), all superfluous funds add some intemal funds currently used by
Municipaliry in the day lo-day accounting procedures have not been repoded as individual
govemmenral funds in the accompanying fund financial statements. Accord;ngly, the
accompanying fund financial sulements include only the minimum number of funds consistent
lvilh legal and operating requirements and. consequently, the iollowing tlpes of similar intemal
lxnds have been combined into single funds ilr tlle accompanying fund financia! statements:

. Tlre various capital improvenrent bond issues oulsranding have been reponed as a single
orajor capital projects fund. the capital improvements bond fund.
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. Numerors less significant capital pmject ard special revenue funds havs been combined

inio single capital projcct funds and specialrevenue funds, respectively.

. Proglanr-specific capitBl Srants and cont butions aB"rded by the Legislature of the

Commonwealth of Puerto Rico have been combined inlo a single major capiial projects

fund. the lesislat;vejoint resolutions fund.

The accompanying GFFS are accompanied by th€ follolving schedul€s required by CAAP: ( l) the

reconciliation ofthe balance sheet - goventnental lunds to the statement ofnet assets, and (2) the

reconciliation of the statement of rev€nues, expenditures and changes in ftind balances -
go\ emmcnral funds ro ihe stalement oIactivir ies.

e) Measuremenl Focus qn.l Bosis of Accoanling

Govemment-wide financill strtemctrts - The acconrpanyiDg GWFS are prepared us;ng the

economic resources measuremeDt focus and the accnral basis of accounting- Subject to the

additional rules and linitations detailed below, rcvenues (i.cluding interest on deposits and

investments) are genemlly recorded \then e€med and expenses are generally recorded when a

liabil iC is ;ncurred, regardless of the timing of related cash flo$'s.

All revenues, expenses, gains, losses, asseti and liabilities resuhing from exchange and exchange_

like Eansactions are gererally recorded when the exchange takes place- ln exchange tmnsact;ons,

each pad} to the transaction rece;ves and gives up essentially equal values. An exchangelike
transaction is one in which there ;s an identifiable exchange and the values excharg€d, though

related. may not be qu;te equal. Nevetheless, the exchange chamcleristics ofthe exchange-like

transaction are strong enough to justif) treating it as an exchange fo. accountirg purposes

(examples include fees tbr licenses and penniis. charges for sen'ices, and miscellaneous

revenues. ivhich arc recorded as revenues when collected because they ar€ generally not

measurable unlil acfually received).

AII ,evenues. expenses, gains. losses and assets resulting from non-exchange lransactions are

recorded using tl1e criteria set fonh by GASB Statement No. 33, Accaanling and Fina cial
Reportingfol' Non-exchange ?laatacrars (GASB No.33). GASBNo.33 established accounting

and reporting standards lo. non-exchange transactions irlvolving cash and finarrcial or caPital

resouaces (for example, most tal\es. gmntt and private donarions), ln a non-exchange trailsaction.

the Municipalii_ gives (or recei'"€s) \,alue lvithout directly receiving (or giving) eqoal va,ue in
retum. This is different f.om an exchange transaction. in rvhich each party .eceives and gives up

essentially equal values. According to GASB No. 33. the Municipality groups its non_exchaoge

aransactiols into tlrc following lbur classes in the accompanying basic financial statements: (a)

derived ta\ revenues, (b) imposed non-exchange revenues. (c) govemment ma daled non-

exchange transactions. and (d) vohntary non-exchange kansactions.

In the case of der;ved ia-\ revenue tansactions. which resuk f.om assessments ihe Municipalitv
places on e\change ka sac.ions, receivables and recorded when the undedy;rg
exchange has occurred.

In the case ofimposed non-exchange revenue trrnsactions (such as proPerty taxes and municipal

license taxes). which result from assessments rnade by the Monicipality o non-govemmental
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entities, including individuals, other than assessments on ex.l'Bnge transaclions, receivables are

generally recorde-d in the period when an enforceable legal cla;m has arisen. Propery ta-\€s and

ir,rnicipul lice,rse are generally recorded as revenues (net of amounts considered not collectible)

in the fiscal year whel resources are required to be rlsed or the first fiscal year thfi th€ use of the

resources is perm jtted.

Govemmenlmandated flon-exchange transacliorls (such as gmnts and contribotions) result when

a government st one level (such as the federal or siate govemment) prov;des resources to the

M;nicipality and the provider govemment requires the Municipalis'!o use those resources for a

specific purpose or purposes established in the provider's enabling legislation..-.h these typ€ of
transacrion., re€eivables and revenues are geuemlly recorded when all eligibilitj requirements

imposed by the provider ha\,e been met. For the majority of gran6, the Municipality must expend

,""our"", on the specific purPose or project before tbe provider reimburses any amounts-

Revenue is, therefore. generally recognized as qualifling reimbursable expenditures are i'cuned-

Voluntary non-€xchange tra,sactions (such as donations and cenain gmnts sr entitlements)

result from legislative or cont actual agreemeDts, orher than exchaflges, willingly entered into by

"*_o 
or more-pa.ties. In these types of transactions, receivables and revenues are ,senerally

accou[ted for in the same manner as govemment-mandated non-exchange transactions discussed

above. Evelts that are neither exchange nor non-exchaflge tmnsactions are recorded *hen it is
probable that a loss has beell incuned and the amount ofloss is reasonably estimable'

Receipts ofany tpe ofrevenue sources collected in advanc€ for use in the follolving fiscal year

are recoaded as defefied revenues.

According to GASB No- 34, all general capita, assets aud the unmatur€d long-term l;abiliti€s are

remrded inly in tlre accompanying statement ofnet rlssets. The mezsurement focus alrd the basis

ofaccounting used in the aclompanying CWFS differ significantly from the mea$rement focus

ald basis of accounting used in the prepamtion of the accompanying GFFS. Therefore' tlrc

accompanying GFFS inClude reconciliat;ons, as detailed in the accompatying table ofconten6 to

beEe. idendry fie relationship between the CWFS and the CFFS

Govsrnmertal fund financial stat€m€nts - The acconrPa,ryiDg CFFS are reported using the

ct**t fau*iri ."a*a"es measurement focus (flow of current financial resources) and the

modified accrual basis of accounting. Accordingly, the accompanying slat€ment of revenues,

expenditures and changes in furd balances - govemmental funds, rePorts changes in ihe amount

nifinancial resources availabte in the near future as a result of k nsactions and events of the

fiscal year reported. Therefore. revenues are generally recognized as soon as they are both

measurable and available. Revenues are considered to be available when they are collectible

within the current fiscalyear or soon enough thereafter to pay liabilities ofthe curre,l6scal year'

For this purpose, the Municipalit) generally considers most revenues (municipal licens€s ta'ies'

construciior excise raxes. sales and use t&Yes, interests oD deposi! intergovemmental grants and

eoDtr;brtions and certain charges for sewices) to be available if collected within 90 days afier

June 30, 201l, excepl for property taxes for which rhe availabiliq/ period is 60 days R€venue

sources no! meetirg dris availabilit-v crnerion or collecled in adYance are record€d as defe'red

revenues at June 30.2011.

The principal revenue sources considered susceptible to accrual include property taxes, nunicipal

license ta.\es. intergovemmenul grants and contributions. interest oo deposits' and charges for
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services. These principal rcvenue sources meet both measurability and availability criteria in the
accompanying CFFS, except foramounts recorded as deferred revenues (see nole 8).

ln a malner sinrilar to the GWFS, bul subject to and Iimited by the availability criieria discussed

above, ali revenues. expenses. gains, losses, assets and liabilities resulting from exchange afld
exchange-like tmnsactions are also generally recorded when the erchange takes place-

Accordingly. fees for licenses and pemiits, charges lor services and miscellaneous revetues aie
recorded as revenues lvhen collected because they are generally not measuruble until actually
received.

All r€venues. expenses, gains. losses and assets resulting from non-exchange tmnsactions ale
recorded in a similar manner ro the CWFS, using dre previously discussed criteria set fofth by
CASB l''o. i3 for non-exchange tmnsactioDs. but subjectto and limited by the availability criteria
discussed above. According,y. property rax and municipal license ta.\ r€ceivables ar€ also
generally recorded in the fis€al year when an enforceable legal claio has arisen while property

tax and municipal license tax reve,rues (net of amounts considered Doa collectible) are a,so

generally recorded iD the fiscal )€ar when resources are required to be used orthe fi.st fiscal year

that the use ofthe resources is permiBed. Receivables and revenues from federal and state grants

and contributions. donations and entitlements are also generally recorded when all eligibility
rcqnirements imposed by the provider have been met Generally. as qualirying reimbursable

expenditures are incurred for expenditure-driven gmnts).

Interests on deposits .re recorded when qmed sinc€ these rcvenues are eonsidered both

moasumble and availabie alJune 30.201l.

Pursuant to the provisions of GASB Interpre6tion No. 6. Rtlcog,liliorl dnd Measurenent of
Certain Liobilities and L\penditures itl Go.remnentol Fund Fina cial Slate erls (GASBI No.
6), in the absence oi ar expl,cit requirement (i.e., ihe absence of an applicable modification.
discussed below) ljrc N.,{unicipality generally accrues a govemmental fund liability and

expenditure (including salar;es, professional sen,ices. supplies, utilities. etc.) in the period in
ivhich the govemment incurs the liability, to the extenfiiat these liabilities are normally expected

to be liquidated in a timely rnanner and in full rvith cuffent available fioa[cial resources. CASBI
No. 6 modified the recognition criteria for cerrain expenditures and liabilities repoited under the

modified accrual basis ofaccounting prior to GASB No. 34, and clarified a number ofsituations
in which the Municipali!- should d,stinguish between govenrmenlal fund liabilities and gene.a,

long-term liabilities. Thercfore, the accompa[yiDg balance sheet - Sovemmenlal furds generally

reflects only assets that will be converted into casll to sadsry cunent liabilities. Long-term assets

and those assets that lvili not be converted into cash to sadsry curront liabilities are generally not
accounted for in the accompanying balance sheet - governmental fonds. At ahe same fint. Iodg-

tefln liabilities (generally, those unmatured that B,ill not require the use of currefi fioancial
resources to pay them) are not accounted for ilt the accompanying balance sheet - govemmeotal

tunds.

Modificatiors to the accrual basis ofaccounting in accordance with CASBI No. 6 include:

. Priicipal and interest fi bonds payable are recorded rvhen they mature (when payment is

due). except for prircipal and ;nterest of bonds due on luly l, 201l, which are recorded as
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govemmental fund l;abilities of the debt serv ice fund at J ne 30, 20 1 I which is the date when
resouces were available;n the debt service fll0d.

Obligations under capital leases. compensated absences. and the esrimated liability for
munieipal solid waste landfill closure and post-closure care costs arc r€corded only when they
mature (wheo payment ;s due).

Cenain accounis payable. intergovemmental payables and olher accrued Iiabilities not due

and payable (unmatu.ed) o. not normally expected to be iiquidated in tull and in a timely
manner with availab,e and exp€ndable financial r€sources, a.e recorded in the accompanying
statement of net assets. Such liabilities are recorded in the govemmental funds when the-v"

matute.

. Executory purchase orders and contracts are .ecorded as a reservation offund balance in the

GFFS.

The measurement focus of the GFFS is on decreases of ne1 financial resources (expenditures)

rather than expe ses, Most expenditures are measurable and are recorded when the relaled
govemmental fund liability is incurred- Allocation of costs. such as depreciation and

amortizafion, are recorded in the accompanying statement ofactivities, but are not recorded in the
accompanying GFFS.

I) Stew. ship, Conpliance ard Accoantability

Budset ry Control

According to Act No. 81, the Mayor and its Administrative Cabinet preparc annual budgets each

fiscal year for the Municipality's g€neml fund and debt seflice fund. Such legally adopted
budge$ are based on expected expenditures by program and esiimatec rcsources by source. The

annual budgets are developed usirg elements ofperfomance-based progmm budgeting and zerc-
based budgeting. and include estimates of revenues and odrer resources for the ensuing fiscal year

urder laws afld regulations existing at the time the budgets are prepared.

The Mayor must submit, for the fiscal year commencing on the oext July I, an ainual budS€tary

resolution project (the Project) to the Commiss;oner of Municipal Affairs ofthe Commonw€alth
(the Commissioner) and the Municipal l,egislature no later than May I0 and May i5,
respectively. The Commissioner preliminary verifies thd rhe Project complies with all the

applicable la\',.s and regulations and may provide commenis and suggestions to the Mayor on or
before June 13.

The Municipal L€g;slature has ten (10) business days, up io the immediately pr€ceding June 13,

to discuss and approve the Projectwith modifications. The Mun;cipal Legislature may anend the

budgets submitted by the Mayor but may not incre:lse any items so far to cause a deficit witiout
imposing taxes or;d€ntirying other sources olrevenue to cover such deficit. Afte. the Municipal
tegislature modifies and prel;minarily approves the Project, rhe modified Project is sent back to
thc Mayor forhis appmvalor reject;on within six (6) days. The Mayor may decrease or eliminate
any line item but may not ;ncrease or insert any new line iten in the budgets. The Mayor may

also veto the budgets in their entirety and retum it to the Municipal Legislaore lvith his
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objections. Ifthe Mayor rejecis the Project, the Municipal Legislature will have up to eight (8)
days to adopt or reject dre recommendations or objections ofthe Mayor. The approved Project is

sent again to the Mayor. which then would have three (3) days to sigD and approve it. Ifthe
budgets are noa adopted prior to the end ofdre deadlines rel€ned to above, the annual budgets for
the prec€ding fiscal year, as approved by tJre Legislature and the Mayor ar€ automadcally
renewed for the ensuing fiscal year until the Mon;cipal Legislature and the Mayor approve new
budgets. This permits the Muoicipality to continue doing payments for its opemtions and other
purposes unt;lthe new budgels are approved.

The annual budgets may be updated for any estimate revisions as lvell as fiscal year-end

encumbrances, and may ;nclude any additional infonnation requested by the Mun;cipal
Legislalure. The Mayo. may request subsequent amendments 10 the approved budgets, which are

subjentotheapproval of the Municipal Legislature.

The Municipality's Depanment of Finance and Budget has the responsibility to ensure that
budgetary spending control is mainlaired. For day{o-day management control purposes,

expenditures plus encumbrances may.ot exceed budgeted amounts at the expenditure-type level
of each cost center (activiiy Nithin a progmm within a fond). The Mayor ftay bansfer
unencumbered appropriatiolls withirr programs within funds. The Municipal Legislature may
transfer amounts among programs w-ithin and among funds.

The Iegal level ofbudgetary control (i.e.. the level at which expenditures may not legally exceed

appropriation) is at the funclions/program level (general govemmenl urban and economic

development, public safety. health and sanitation, cult!.q recreation and education, and public

housingand lvelfarq capital outlays, principal expenditures. interest exp€nditrl.es, etc.) rvilhin the
gereraland debt sewice funds, respectively.

Under the Iaws and regulations of the Commonwealth, the approprialions made for any fiscal
year shall not exceed the lotal reveoue, ;nchding available surplus. estimated for said fiscal year

u,lless the imposidon oftaxes sufficientto cover said appropriat;ons is provided.

Budq€tary Accoutrlins

The Municipality's annual budgets are prepared usirrg
accounting. which is not iri accordance with GAAP.

According lo rhe budgetar) basis of accounting. revenue
received. Shon-term and long{erm borowings may be

expenditr(es over revenues.

.he budgerary (statutory) basis of

is generally recorded when cash is

used to finance budgetary excess of

The Municipality uses encumbmnce accou,lting to record ihe full amounl of purchase orders,

contracts and other commitnrents ofappropriated resources as deductions from th€ appropriation
prior to actual expenditurc. In lhe govemmental funds, encumbrance accounting is a significant
aspect ofbudgetary control. Accordingly. expenditures are generally .ecorded tlhen the related
expendirure is incurred or encunrbered. Available approp.iations and encu.rbranccs arc
eslablished to lapse one fiscal year after the eDd of the fiscal year- Amounts required ro settle
claims and judgmenls against the Municipality, and certain other liabilities, are not recognized
until they are encumbered or olherwise processed for pryme t. U encumbered appropriations
and encumbrances lapse at fiscal year-end. Other appropriations, mainly capital projects
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appropriations- are continuing accounts for which the Municipal Legislature has authorized that
an unspe,rt balance from the prior year be carried for*-ard and made available for current
spending.
The accompanying staieorent ofrelenues and expeDdkures budget and actual - budgefary bas;s

- geneml fund, provides info.mation aboui the general fund's original budget, its ameldmerts,
and the actual results of opemtions of s oh govemmental lund under the budgetary basis of
accounting for the fiscal year ended June 30, 2011. Further details of the Municipality's
budgetary control at the legal level may be obtained tiom the Budgetary Liquidation Report for
the fiscal year ended June 30,2011, which is prepared by the Municipality's Departsnert of
F;Danee a d Budget. Copies ol that report may be obtained by writing to the Municipality's
Director ofFinaoce and Budget at P.O. Box 250. Barranquitas" Puerto Rico 00794.

Because accoundng principles applied lor the pu.poses of ihe developing data on a budgetary
basis difer significantly from tfiose used to present the govemmental fund financial statemenrs in
conformity with CAAP, a reconcilialion ofthe differcnces between the general fund's budgetary
basis and CAAP actual anounts is presented as follows:

Excess ofrevenues and other fina ci,rg sources over expenditures

and other financing uses - budgetary basis - general firnd S 1,555,133

Timirg difference - ner effect ofcun'ent year encumbrances recorded as expenditures for
budgetary purposes versus prior year encumbmnces recorded as current year

expenditures fo. GAAP purposes (622,403\

Basis ofaccounting differences (netchanges in dre following assets and liabilities):
Propeny'ta{es.eceivable

Municipal license ra\es receivable

Consfuction excise taxes receivable

Sales and use ta-rcs receivable

Intergovernmental gmnts and contributions receivables

Other receivables

Due and advances from other tunds

Deferr€d revenues

Accounts payable and intergovennnental payables

Excess ofrevenues and other fioaflcing sourc€s over expenditures and other financing uses,

general fund- GAAP basis

22,850

(5.068)

(4.162)

(4e,639)

40.079

(382)

I,122.807
(2i.888)

(275,156)

s l,76l,i 7r

a) Uftrcst cted ahd ResTricted Deposits

The Munic'pality's depos;ts at June i0.20il a.e conposed ol_: (l) demand deposits in
commercial banks and (2) demand deposits in the Covemment Development Bank for Puerto
Rico (GDB), fiscal agent.
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The Mu'ricipality lollows the practice ofpooling cash. At June 30. 201 i, the pool cash account in
commercial banks has a balance of $4,687.857 of which $j.629,183, S208,071. S843.j48 and

$7.253 have been recorded in the general fund, the legislative joinl resolutio s fund, the non-
major capital project funds and the non-major special revenue funds, respectively. Tlrc balance in
the pooled cash account is available to meei current operating requi.ements and any uDlts8icted
excess, if any. is genemlly invesled in c€rtificat€s of deposi! with commercial banks. Any
deficiency in the pooled cash account is genemlly assumed by the gereml fund and covered
through future budgetary appropriations.

Under the laws and regulations of the Commonrvealth, public funds deposited by the
Mlnicipality in comnrercial banks must be fully collareralized for the amounts deposited in
excess ofthe federal depos;tory insurance genemlly provided by the Fedem, Deposits Insurance
Corporation (FDIC). All securities pledged as collateral are held by agents designated by the
Common$,ealth's Secretary oftlte Treasury. but noi irl the Municipality's name.

Cash in fiscal agent in the debt service fund consists principally of property ta{ collectiors
arnounting ro $2,422,234 that are reslricted for the payment of the Municipalit!'s debt service. as

required by law. Cash ,n fiscal agent of $288.843 ;n the general fond consists of program-
specific cont ibutions awarded by the Puerto Rico Electric Power Aulhofity thal are restrict€d for
the acquisition, construction and improvement of certain minor el€ctrical infrastrucfure assets.

Cash in fiscal agent recorded in the capital inrprovements bond fund consists mainly of unsp€nt
proceeds ofbonds a,nounting lo 54.354.587 thal are restricted for the acquisition, construction o.
improyements of major capital assets. Cash in fiscal agert of $1.041,894 other govemmenal
funds consists of program-specific capital grants and contibutioDs awarded by the
Commonwealth of Puerto Rico and the Fedem, Emergency Managemenl Agency that arc
restricted for the acquisition, construction or improvements ofmajor capital asse$.

Resaicted cash in commercial baDks in the legislative joint resolutions fund consists of unspent
progmrr-spec;ti. grants and contributions amount;ng to $4.1 10,321 awarded by the Legislature of
the Commonnealth of Pueno Rico that arc rnainly restricted for the acquisilion. corstruclion or
improvenrents of major capital assets. Restricted cash in commercial bank for other
go\:emmerrtal funds, amounting to $1,327.884. represents the balance of interest and non-;nterest

beadng accounts restsicted to fillance the operatioris ofvarious federal and srale funded programs.

b) Anrcsticled and Restricted Accottals and Notes Receivable

Receivables consist of all revenues eamed bul not collected at June 30, 20i i. Thes€ accounls

receivables are stated nei of estimated allowances for uncollectible accounts, which are

determined based upon past collcction experience. historical hends. curront economic conditions
and the periodic ag,ng ofaccounts receivable.

Activities among govemmental funds that are representative of lending/borrowing an'angements

oursranding at the eDd of the fiscal year are referred to as efuher "due lolfron other funds" (i.e. lhe
culrEni portion ofinter-fur loans) or ''advances tc,/frofi other funds" (i.e. the non-cunent portion

ofinter-firnd loans), as applicable. AII other outstanding balances b€h{een funds are reported as

"due lo/from other funds".
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On July l. 2007, the Municipality adopted lhe provisions oIGASB Statemett No.48, .td/a! azd
Pledge.r of Receivubles a d Future Reverues and lntra-Enlity Trunsfe\ oJ Assets ond Future
xeveazes (GASB No. 48)- This Statement establishes standards for the mesurcment,
rccognition. and display oftransactio.s where goverrrments exchange an interest in their expected

cash florvs fronr collectiDg specific receivables or specific luture revenues lor immediate cash

paynients. generally, a single lump sum. CASB No. 48 pmvides t€chnical guidance to deteonine
whether this type of transaction should be rega.ded as a sale or as a collaleralized borrowing
resulting ir a liabilia,. This criteria is used to determine the e\tent to which a tmnsferot
govemment either retains or relinquishes control ovet the receivables or future rcvenues through

its continuirg involvementwith those receivablcs or future revenues. Accordingly, GASB No.48
establishes that a transaction will be.epo(ed as a collateralized borrorving unless the critena
indicaring that a sale has taken place are met. If it is determined that 2 transaction involviog
.eceivables should be reported as a sale. the diflerence between the carry;rg value of the

receivables and the proceeds should be recognized in the period of the sale in the change

statenents. If it is determined thai a imnsaction involving future revenues should be reported a5 a

sale, the re!€nue shoud be deferred and amortized. except whcn specillc criteria are met This

Statemenl also provides additioDal guidance for sales of receiYables and fulure revenues within
the same financial rcpo(ing entity.

GASB No.48 also provides guidance to be used lor recognizing otlier assets and Iiabililies arising

from a sale of specific receivables or future revenues. including residual interests and recourse
provisions. Aceording to the criteria set forth by GASB No. 48, there were no tmnsactions

involving receivables that should be reported as a sale as ofand for the fiscal year ended June i0.
201I, therefore, the adoption ofGASB No.48 had no effect in the accomparying basic financ;al

statemenls.

Irwentories and O ret C{fierrl Assels

liventories consisr of construction materials artd inventories of olTic€ supplies, iood and

medicines. lvhich arc held for consumption. Other current assets consist of prepaid costs.

Cenerally. inventories are capitalized and stated at cost tsing the first_in. first-out method (FIFO)

in the CWFS. Inventories aod prepaid expenses in the GFFS are generally .ecorded as

expenditures (purchase method) $hen purchased (paid) rathe.than capitalized as an asset.

Defered Charges

Deferred charges in the accompanying statement ofn€t assets consist ofbond issuance costs, net

of accumulated amortization of$26.739. Deferred charges are smortized over the term of the

ielated debt using lhe straight-line ntethod. Amortization expense oldeferred charges amounted

to $1.548 for thc fiscalyear ended June 30.201l. In theGFFS, bond issuance costs are recorded

;n the current period rs expenditures. whelher or not withheld from the actual debt proceeds

received.

t)

c)

e) Capitol Assea

Capital assets used in govemmental activities include land and land improv€ments, buildings,

structures and building improvements, machinery and equipment, fumiture and fixtures, licensed
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vehicles. conslruction ;n progress. and infrastructure. These assets are capitalized and.eported in
the accompanying stateDrent of nel assets. Infraslructuae asse6 are generally stationary in natuae
aDd include roads, bridges. streets and sidcwaiks, drainage systems and other similar assets.

For finaflcial repodng purposes, the Municipality defines capital assers as assets with an
individual cost of $500 or more ar the date olacquisition. construction or improvement. and witr
useful lives exlending beyond one,"-.ear. All assets \vith individual costs under 9500 or rvith
useful lives not exceeding one )ear. are cltarged directly to expense in the govemmenlwide
staiement ofactivities. Irr the governmental funds. all capital assets are recorded as capital outlays
(expenditures).

h $e stalement of net assets, all capital assets aae recorded at cost or estimated historical cost if
actual cost \\,as unavailable. except lor dorated capital assets. which are recorded at their
estimated fair value at the date ofdonation. gstimated hisioricai costs based on deflated current
costs were used lo value a significant portion ofthe ;rfraslruclure constructed or acquired prior to
June 30, 2002 and cenain lads. buildings. structures and building improvements. The meihod
used to deflate the current costs with an approximare price index was Lrsed onlv in the case of
cetain ilems for which the historical cost documentation ll.as not available. Actual histoncal
costs were r6ed to value dle infrastructure acquired or constructed after June 30. 2002 a5 well as,
construction in progress, machinery and cquipment and licensed vehicles acquired prior or after
such date.

Major outlays for capital assets and improvements arc capitalized in the starement ofnet assets as
projects are constructed. The costs of normal maintenance and repaiN that do not add value to
the asset or mate.ially extend cflpiral asset Iives are nor caphali2red.

Depreciation and amortization expense is recorded only in the govemment-wide statement of
activilies. However. there is no depreciation or amortization recorded lor land and constrxction
in progress. Depreciable capitai assets are generally depreciated or amonized over their
estimaled useful lives under the straight-lifle method, except ,or rnachinery and equipmeot heid
under capital leases which is depreciated over the shoner of its estimated useful life or the lease
term. Tlle esaimated useful lives ofmajor capital asset categories are:

Land improvements
Buildings, structures ard building improvemcnts
Iirfrastructure
Motorvehicles
FLrmiture and fixtrres
Machinery and equipment. excluding those held

under capital le3ses

\,lachinery and equ;pment uflder capital leas(\

Years

20
30 !o 50
20 to 50

8

5to20

5to20
3to5

DepreciatioD and amortization expense of capital assets is .ecorded as a direct expense of the
functioorprogram specifically identified with tl€ asset. Depreciation and amo(ization of
i,]&astructure is nor allocated to various functions/prosmms bur repo(ed as direct expenses ofthe
urban and economic developmenr fuDction.
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f) Deferrcd Rere ua

ln theCFFS. deferred revenue arises when one ofthe follo\xing situations occur:

. Poteotial revenuedoesnotmeetbothfie"measurabte'and'available 
crileria for revenue

recosnilion i0 rhe cunen, p",i.a lrn u'i'i"Uf" riiiu"). n. pt"uiou.ty altcus"ed' available is

aefin-ed as due (or pa$ due) " 
J# i;'-i-oil ;; collecied *ithrn e0 davs (60 davs ror

DroDeIw Laxes) lherealler to puv oUl]g"tio* aut' June i0' In subsequent periods' when

;otir c.ileria are mel- the r;"uirir', lot i;il""J *itnue is removed and rerenue is recognized'

. 'the Municipalitv recerves resources belore it has a tegal claim lo them (uneafned revenue)'

ln subseouenl periods' \!ftt" 
'nt 

t"'""*l*tg"itior) c;rerion is nteL rhc Iizbititv for defened

."*,t* lt ta*ot.a "'a 'erenue 
is recognized'

Defered revenues at the govemme i-wide level arise only when the MuniciPality r€ceives

1".r,"* u"f".lir,^, regi) ctaim to tbem (uneamed revenues)'

g) ComPensated Absencet

ComDensatedabsencosa.eaccountedfolundertheprovisionsofstalelnentN.o..l6,AcLonling
;'ff;;;;.;;;;;;;';;",. i*"a tv 6ati-icas'B No 16) con'p*'u'ed absences incrude

n.id drne off made a\ailable to "'oi"l*i 
in connectiorr \vith vacalion' tbk 

T.']"t-.::-o
iiI"l"ti,"i' tir,?- r-rtt ti'uit;tv ro' compensated absetrces recorded in the accompanyrng

1""i"'"..", .i'""i ,r."i i, tirit.o io t.rt-.-itl, it ) is amibutable to sen ices alreadv rendered on

or before June i 0' 20 I I una tz) i' not 
"o-'tin-g"ni 

o'r a specific event rhat is ox'tside--the contol of

ii" rtii"iip"iro"*J *" "'prov'" 
1-""r' "t 

irn"ts) Compensared absences rhar relar to furure

<ervices or a& contingen, on u.p""n," 
"ro,, 

ouoiie the control oftbe employer or the employee

;:Xil,;;f.. ;;il;tioa *n"n o'o'" t"ti""t are rendered or those events take place'

The liabiliry for compensated absences includes salary_related costs' *hich are directly and

incrementa y related ro rn" u*orn, -ii"f-fnil o the ernptoyee lsuch us €mployer's share of

Social Security ta\es and Medicare taries)'

Tlle vacalion polic) ol the MuniciPatit! orovides for Ihe accumulet;orr ol'regular !'calions at a

- -rr. r^.---.-^^,h,,t"^rr.*i 
":"*i 

*t*lolee' EmPlolees accumulate regular sick

i}:l;;l:'"!'i ;;;; f"' *i"i rr's a"'! o"' viar)' Emprovees accumurate compensatory

rirne al a rate of I S t;r", ,t," o*tntrn""u-o']JC ittia"urion una ii"t t"av€ dals acc mulaled bv

emDiovees in ercess ofio arv. rra qr-r ia"..-.".pecti!ely. are paid to employees-e?ch year' if not

ll],irr'il'"i. *,"ii,,"J0, r";' r' 'n" 
.*J 

"r"""f'nsuio'v 
tim' the 

"'cess 
or240 hours is paid

io 
"mploye"s 

each year' ifnot consumed'

lJDon Lerminalion ofemplolmenl' an emplolee recei\,es compensaion lorallaccumulated unpaid

i",l'i.i 'I.i." r.^' at tr* t'""* rai" 
-r" 

rhe case of resular sick lea\e if Ihe emplovee

[Hililil ;;';';r'v'"* t"r"''*"ii'g ro 1"u" oci*i""' ""h 
regular s;ck leave is

not paid lo rhe emplolee rl ""t 
t";;;t;d ln-addition upon rermination of employmenl an

;;"d;.;; ,;;i';i"" ""'p"n'"tio' 
io' lomp"nsatory tim"' il not consumed previooslv'
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Afler l0 years oaservices. any regular sick leave balance is paid to the employee. Accumulated

vacaiion time is folly vested to the employee at any time.

The liability fo. compensated absences is repor[ed in the statement of net assels. A ]iability for
compensated absences is reported in the GFFS only when matured (when payment is due), lor
example, as a resula ofetnployee resignations or retiremenls.

h) Long-term Deh,

The long-tefln liab;,ities reported in the accompanying slatements of Det assets ;nclude the

Municipality's boods payable, notes payable, obligations under capital leases. accrued

compensated absences. and estimated liabilities for municipal solid waste landfill closure and

post-closure caJe costs.

AL long-term debt to be repaid fronr governmental resources is reported as liabilities in the

accompanyi.g statement of net assets. Principal and interest payments on bonds due o, Ju,y I,
2OIl arc recorded as govemmental fund liabilities in the GFFS (debt service fund) lvhen

resources are available i)l the debt service fund (June 30, 201 i). In the GFFS, the face amount of
debt issued (goss debt reported) ;s reported as otherfinancing sou.ces when issued.

In the GWFS debt issuance cosls arc reported as deferred charges, which are amortized und€r the

sraight-iine method over the life of the debt while in the GFFS such costs are recognized as

expendilures du.ing the curent period.

i) Leases

The Municipality classifies its lease agreements either as operating o.capital le3ses. Capital lease

agreemeDts are generally non-canceiable and involve substance over form. the transfer of
substantially all benefils alld risks inherent in the ownership of the leased property, while
opemting leases do not involve such transfer. Accordingly, a capital lease iflvolves the recording

ofan asset and a related lease obligation at the inception ofthe lease. The Municipality class,fies

a lease agreement as a capilal lease ifat its inception the lease meets one or more of the following
four crite.ia:

. By the end of the Iease term, ownership of the Iersed p.openy is tmnsfe ed to the
Municipality.

. The lease agreement contains a bargaii purchase option.

. The lease term is substantially equal (75 percert or more) 10 the estimated useful life ofthe
leased property.

. At the iflception olthe lease, the present value ofthe minimum lerse payments, with certain
adjustm€nis, is 90 per€ent or more ofthe est;mated fair valueofthe leased propeIty-

Although the Municipality is prevented legally from enterirg into obligations extendiog beyond
one fiscal year, most capilal lease agreenreDts entered by the Municipality contain fiscal fundiDg
clauses or cancellation clauses that make the continuation of the agreemenls stbject to future
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appropriadons. Leases that meet at least one 6ft|e aloremeDtio ed four crite a and have a fiscal

funding oracancellation clause have b€en rccorded as capital le3sos in the accompanying GWFS.

since t-he likelihood of ;nvoking the provision is considered remole. The Municipalify's lease

agreements do not inctude conlingent rental paymenls nor escalation clauses.

h the CWFS, the obligatiN under capilal leases is recorded at the lesser of the estimated fair

value ofthe leased properry or the present value ofthe minimum lease payments. €xcluding any

portion representing executor costs a,rd prcrlt ihereon lo be paid by the lesser. A portion ofeach

i:rinimum lexe payment is allocated to interest exPense and th€ balance is applied lo reduce the

tease obligation using the effecdve ;nterest method.

ln the GFFS, the net presenr vahre ofthe mirimum lease payments at th€ inception ofthe capital

Iease is recorded sim;ltaneousl)'as: (l) expenditures and (2) other financing sources Minimum

Iease payments are recorded as expenditu.es in the GFFS.

M iciptt Sotid Wosle Landrt Cbsoe nnd Post'Cl$ure Carc Cosls

Solid \,!aste landfiil closure a d post-closure maint€nance care costs are accounted for following

the provisions of GASB SlatemeDl No. 18, Accoaning for Ltunicipa! Sotid Waste L'tndrt

Closure and Post-closure C4re C'o.tls (GASB r-o. I8).

According to GASB No. 18, the estimated liability for solid $aste landfill closure ard post-

closure c;re costs (including monitoring and lnaintenance) include an estimate ofa'l coslq to be

incured near or aftir the cloie of lhe Municipalitr's solid wrste landfill under the accrual basis of
accouoting. In addition to operaaing expeflses related to the current activiti€s ofahe landfill, al
expense piovision and relaaed liabi'ity are beirg recognized based on future closure and pos!'

"lo.ure 
cire costs that wi,l be incurred during operation and will continue afier the date 

'he
landfill Do longer accepts waste.

In the accompaDying government-rn'ide statement ofnet assets. this liability is recogn;zed over the

useful life oathe landfill. even though such costs will only be incurred. by definition' ttear or after

the close of tlie landlill. The estimates ofclosing and post-closing care costs are rnade using

curent costs (costs that would be ircurred ifthe closing date ofthe larldfill would have beer June

i0, 201l). The liabililv is adjusted annually to reflect the efrects of inflation' advances in

technoloey, changes in regulations or similar changes.

At the govenrmental funds' levet. landfill closure and post-closure carc costs are recorded in the

stateme;t of revenu€s, expenditures and changes in fulld balances - govemmental fonds as

expenditures in lhe accounting Period in which the liability is incuflEd.

Accoa ting for Pens,o,t Costs arrd Post-Errtplolnenl Berreli/s

For the pu.pose of applying the requirements of GASB Statenlent No. 27, Ac.ounting fot
Pensio,ts by State and Locdl Go*mnrcnt Entployers {GASB No' 2?), the state govemment of the

Commonwialth of Puefto Rico is considered to be the sponsor of the Employees' R€tirement

System of the Government of Puerto Rico and Its Instrumenralities (ERS) and System 2000, a

muiti-employer cost-sharing defined benefit pension plan and a hybrid defined co[lribution plan,

respe.ri\,;ly. in \,,iich the eriployees of the Municipality participate. The Municipality is

considered a participanL and Dot a sponsor. of these retirement systems since the majority ofthe

)

k)
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participa ts in the aforementioDed pension trust funds are employees of the Commonrvealtfi of
Puerto Rico and the basic financial statements ofsuch retirement systems are part ofthe financial
reponing entity ofthe Commonwealth ofPuerto Rico.

The Municipal;.J_ accounts for pension costs from the standpoint of a participart in a multiple-
employer cost-sharing plan. Accordingly, pension costs recognized in the accompanling basic

financial statements are equal to the statutorily required contributions, with a liabiliry .ecorded for
any unpaid reqtired contributions.

On July 1, 2007, the Municipalit! adopted the provisions of GASB Statem€nt No. 50, P?rsrb,,

Dfuclorxler (CASB No. 50). This Statemeflt more closely aligns c.rrent pension disclosure

requiremeots for governments with those that governments a.e beginning to implement for retiree

healih insurance and other poslenployment benefits. Specifically, GASB No. 50 amends CASB
Statements No. 25. Flrancia! Reporli gJor Delned Benelt P?nsio Plans and Nole Disclosfies

lor Defned Conhib tian ?[rr, and No. 27, ,4ccotmring Jor Pensio s by State and Local

Govemnental Employers, by.equiring:

. Disclosure in tlrc notes to the financial sraements ofpension plans and certain employe.
gov€mments of the curren! funded status of th€ plan-in other words. the degree to
which the actuarial accrued liabilities for benelits are covered by assets that have been se1

aside to pay the benefits as ofthe most recent actuarial valuation date.

. Covemments that use the aggregate actuarial cosl method to disclose the funded status

and present a multi-year schedfile of funding progress using the enty age actuarial cosl

method as a surrogate: these govemments previously we€ not required to Provide this

information-

. D;sclosure by governments pa cipating in multi-employ€r cosFshar;ng pension plans of
how ihe contractually required contribution rat€ is determined.

CASB Statement No. 45 . Accolnting and Finorrcial Repo ing b! Enployers for Postenployment

Benefts Other Thol1 Pensions (CASB No. 45) establishes standards lor the measurement,

recognition, and display ofexpenso/expenditures and relaled ,iabilities/assets ol post_employment

benefits otier than pensions (OPEB), note disclosures, and, ifappticable, reqoired supPlementary

iDfomation in the financial reports of state and local goventneot employers. A! June 30, 201 l.
there were no OPEB plans adopted by the Municipalitr. Accordinglv. during the Iiscal year

ended Jone 30, 2Ol l. the Municipality did not illcur in aDy posFemployment benefits costs other

than persions. iherefor€. the adopdon ofGASB No. 45 had no effect in the accompanying basic

financial statements.

l) Risk ManagemEnt

The Mun;cipality cardes commercial insurance covering casualty, theft, tort claims and other

losses. lnsurance policies are negotiated by the Commonrvealth's Department of Treasur"v (lhe

Department of Treasury) on behalf of all municipalities of Pueno Rico. The Deparinent of
Treasury pays the insurance premiums on behalfofthe Municipality and aheo is reimbursed each

year through monthly equal paymen6 deducted f.om the Mul;cipalit,'s gross propery ta.(

collections made by the Municipal Revenue Collection Center ('CRIM"' bv its Spanish
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acronyms). a govemmental entity responsible lor billing and collecting property taxes 6n behall

ofall municipalilies of Puerto Rico.

The Mnnicipalio/ carries insuraDce coverage fo. death and bodily injuries caused by automobile

accidents, This irrsumflce is obtained through the Automobile Acc;dents Compensation

Adm;nislration (ACAA), a component unit ofthc Commonwealth. This insumnce is compulsory

for all licensed vehicles used on public roads and highways in Puerto Rico. The annual premium

is $35 per l;censed motor vehicle. wfiich is paid direclly to ACAA.

The Municipality obtains lvorkers' compensation insurance coverage through the Stale I'surance

Fund Co.poration (SIFC). a component unit of the Commonwealth. This insurance covers

workers agaiost injuries. disabiliry or death because of work or employment_related accidents. or

because o-' illn"si suffered as a consequence of their employnent. Workers' compensation

insumDce premiums are also paid through monthly deductions made by CRINI from the

Mur ic ipality's gross property ta-\ collections.

The Mun,cipality obtains unernployment compensation, non-occupational disability, and drivers'

insumnce coverage for its employees through various ;nsurance progams adm;nistered by lhe

Commonweakh's Department of Labor a d Humao Resources (DOL) These insurance progmms

cover rvorkers agai;st unemployment and provide supplementary insurance coverage ior
ternporar-v disabilitv. or death because of $ork or employment-relaled accidents or because of
illness suffe.ed as a consequence of their employment. UneDpioyment compensation. non-

occupational disabili!)- and drivers' insumnce premiums are paid directly to DOL on a cost

reimbursement basis.

The Municipality also obtains medical insumnce coverage from s€veral health insumnce

companies for its emplo\ees. Differenr health insumnce coverage and premium oplions are

negotialed each year by the Deparment of Treasury on behali of the Municipality- The curre

inirmnce policies have not beelt canceled or terminated at June 30, 201 l. Premiurns are paid on

a mofihly basis directly to the i surance company ln the past tltr.e years' the Munjcipal'r,_ has

not se$led claims that exceeded insurance coverage.

n) Fund Balahcer

On July 1. 2010. the Municipalily adopted the provisions of GASB Statement No. 54, aad
Balant; Reporting and Go1'en ,te tal F nd TyPe Delnitio s (GASB 54), wh;ch enhnced the

L'sefulness of fund bala,tce information by providiog clearer fund balance classifications that can

be more consistently applied. This statement e$ablishes lund balance classifications thai

comprise a hiemrchy based prinrarily on the extent to which the Nlunicipalirl_ is bound to observe

constraints imposed upon the r$e of the reso[aces reported in govemmental funds.

Pursuant to the provisions of GASB 54, the accompanying GFFS report fund balance amounts

that are considered nonspendible. such as fund balance associated rYith long{erm i,lterfund loans.

Other fund balances ir the acconrpanying basic financ;al slatements have been repo(ed as

restricted, assign€d. or unassigned. based on the relalive strcoglh of the constraints dr21 contJol

how specific amounts can be spenl as described as follo$'s:
a. Nol$pentlahle -kepresent net resources reco{ded in the g€nerai fund lhat cannot

be spena readily \\'ith cash or are legally or contractually required nol to be

spent, including but not limited to lorgte.m balances of interfund loans.
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Resfrcl?.1 - Represent net resoarces tllat can be spent only lor the specific

purposes stiputated by constitutional provisions. erlemal resou'ce providers

ieGmally imposed by creditors or grantors)' or through enabli g legislalion

ithat is. iegisLtion that ereates a Dew revenue source and restricts its use)'

iffectively] restrictiors may be changed or lifted only with the consent oi
o..r.". orovidets. ln rhe accompanying besic firrancial sElemeDts resh_icted

fund bahnces have been reponed irr the follo\ring funds and for the folluw;n-q

prirposes:

. CuDital intwo\entnr' hout! ft,nd - restricled lund balance uonsist of

nn'unc;al resorrces lo be used o0ly for the acquisilion conslruclion or

imoro\e,nenl of capikl sssets under colrlmcls and otller commilrnelrts' as

approved and financed b) lhe Covemmenl Detelopmenl Bank for Pueno

Rico.

. kgist.ni're joi t resolltions fund restricted filnd balance consist of
fi,i,r"i"l ."iou,"". arising from grants and contributions received thtough

resolutions of the Legisliture of the Commonwealth of Puerto Rico to be

used principally for th-e acquisition. constdction or improvement of capital

asseE under cortracis and other commitments.

. Deht set'vice fund - restricted f nd balance consist of financial resou'ces

availabte only to cover futule debt service payments (principal and interest)

on bonds payable. lvhich are accounted for in tlre debt service fund' as

requ;red by Law.

. Cotniranit.l/ (lewlopnTent black granl fund - restricted fund tlalance consist of
financial 

'resor,rrcis arising ilom program-sPecific capital gants and

contributions a\rarded by lhe U.S Depa(ment of Housing and Urban

DeveloDment throDqh the Puerlo Rico Office of lhe Commrsstoner ol

vlunicipal Amair5 asub-grantort. which are principall) restricted lor the

acouisiiion or coftstructtn of major capital facilities' other assets and

perma,,ent i.prove*enls in benefit of low_iDcome and moderate_income

communities.

. Olher golemnenlot fwtdr - restricled fund balance consist of financial

resources arising from opemting and capital gmnts and contributions from

state and fede; grantors thai can be spent o ly for the specific purposes

.iiputut"a tV tfr" i.p."tive extemal resource prov;ders, or through enabling

legislation.

,rff/krcd. Represenl net resources recorded in rhe geneml fund inlended lo be

usei Uv rhe l,lunicipalirr for specific prrrposes but do nol meer lhe crircria to be

"fr*ii"J 
* t t,ri","a oicommifted lErenerally e\ecutive orders approved by the

Mavori. lntent can be expressed by rhc Mun;cipal Legislalure the Mayororby

an officiat or bod] b which lhe Municipal Legislalure dele9tes authorrty rn

conformity wittr ih" Autononlout Municipalities Act of Puerto Rico' as
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amended. In govemmental funds other than the general fund, assigned fund

balalce represents the remainingamount that is 0or restrict€d orcommitted-

e. u assigned - Represent the residual classification fo. the M un icipality's gen€al

fund and includes all spendable amounts not contained in the oth€r

classifications. In other funds, the unassigned classification is used only to

report a deficit balance resulting from oversPending for specific purposes lor
which amounts had been restricted, committed, or assigned-

Negative fund balance amounts are assigned amounts reduced to tlre amount

that will raise the fund balance to zero. Consequently, negative residual

amounts in restricted. committed and assigned fund balance classifications have

been reported as unassigned fund balances, when applicable.

The Municipality had no fund bala ces classified as con,nitte.l at JlJne 30.201 I. Those tvp€s of
fund balances are genemlly .elated to financial resources used for specific purPoses, inlposed by

formal action ol the Municipal's hiShest level of decision making authority (Municipal

Legislature through resolutions and ordinances), which would only be changed by a similar law,

ordinance or resolution.

The Monicipality reports resources constrained to stabilization as a specified pu.pose (restricted

o. committed fund balance in the general fund) only if: (l) such resources meet the other criteria

for those classifications, as described above and (2) the circumstances or conditions that signal

the neei for stabilization are identified hr suff:cient detail and are not expected to occur routinely.

However. the Municipality has not entered into any stabilization-like arrangeftents, nor has set

asido material financial resources for emergencies arrd has not established formal minimum fund

balance arnounts as of and for ihe fiscal year ended June 30, 201 l.

l0 sitrations when an expenditure is made for a purpose for which amounts are available io

multiple fund balance classifications. the Municipaliry uses reslricted r€souces firs! and then

unreslricted resoulces. Withir unrestricted r€sources. the Municipality generally spends

commitled resources first, followed by assigned resources, and the, uflassigned resources when

expenditures.

The classification of the Municipality's individual govemmenral funds among general, debt

servicq special revenue and capital project fund types used in prior fiscal years for financial

reponing purposes was not affected by tlle implementation of GASB 54 ln addition, the

financial positions and the results ofoperations reported in the accompanying GFFS as ofand for
the fiscal year ended June 30, ?0ll have not been affected for this change in accounting principle.

Accordingly. the accompanying CFFS have flot reported any retroactive restatements or
reclassificationsof tund equitiesas ofJuly l. 2010.

n) Ihler-fuhd Activitizs

The Mun;cipality has the following types of reciprocal and non-.eciprocal inter-furd activities

recorded among govemmental funds in the accompanying GFFS:

. hrteifatrd loa^: -Represent amounts provided wilh a requiremen! for repaymen! which are

recorded as "due from" iD the lender govemmental fund and "due to" in the borrower
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govemmental iund. Inter-fund receivables, which are not considered to be curently available

financial resources, are reported as advaoces. For amounts not expected to be collected

within a reasonable period of time, inte.-fund receivableypa)'ables are reduced to the

estimated realizable value and the amou[t that ;s not expected to be repaid is reported as an

oprating transfer from tho govemnentalfund that made the loan.

. Inler-fuhd ,rarrsjfers - Reprcsent florvs of assets (permanent reallocation of financial

resou;ces among govemmental funds) without eq[ivalent flows of asseis in retum and

without a requirement for .epayment- Opemting transfe.s are reported as other financing

sources in the govemmental fund making taansfers and as other financing sources in the

govemmental ftrnd receiviflg transfels.

. Ifiterfanl rcimb Benan r Represent repayments from the govemmental fulld responsible

fo. particular expend itures or expenses o the Sovernmental fund that initially paid for them.

In the CFFS, inter-fund activity has not been eliminated, as penritted by CAAP.

Use of Estimat?s

The prepaEtion of the accompanying basic financial statements in conformity tYith GAAP

requiies management to make significant estimates and assumptions that affect the reported

amounts of ass-ers and liabilities, the disclosure of contingeit assets afld liabilities at tlle date of
the basic financial statements, and the reported amounts of re\'enu€ and expenses during th€

reporting period. Aclual results could differ from those estimates.

Futarc Adoplion ofAccoanting Pronourrcene rr

The GASB has issued the following statements tliat have €ffective dates after June 30' 201 I:

. GASB Statement No. 60, Accounting and Financial Repol'tiry lor Serf ice

Concession Arrangenenls (GASB 60). The requirements of this Statement are

effective for the fl scal year commencing on July I . 20 I I .

. GASB Statement No . 61, The Fibncial Reporling Entity: Ornnibus-an ome d ent of
GASB Statenents No- 1.1 atld No. 31 (GASB 6l ). The requ;remenis of this StatemeDt

are effeclive for the fiscal year commencing on July I . 20 I 2.

. CASB Statement No- 62, Codltication of Accaffitillg and Financial Repofling

Guidanee Contained in Ple-Novembet 30. 1989 F-ASB and AICPA PronouncenenLt

(GASB 62). The requ;rem€nls of this Staternent are effective fo. the fiscal year

commencing on July 1. 2012.

. GASB Statement N o. 61, Financill Repo illg of Defened outJlafls of resources,

Delened Inlote$ of Resource4 and Net Posilior, (GASB 63). The rcquirements of
this Statement are efective for the fiscal year commencing on July 1,2012.

. GASB Statemenr No. 64. Deri)ative tns ut ents: Applicatiorl of Eedge Accowling

Terminatio Prol,isions an anehdnent of ASB Stutemerlvo. 5J (GASB 64) The

o)

?)
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cot\,tittoNwEALTH oF PUERTo Rlco
MUNIcIPALITY OF BARRANQU ITAS

Notes to Basic F;naocial Statements

Fiscal Year Eoded June 30,201 I

requirenlents ofthis Statement are effective for the fiscal year commencing on Jub' l,
201 t.

The impact of these statements on the Municipality's basic finatcial statements has not yel been

determined.

2. Deposits

The Municipality maintairs its deposits ilt various commercial banks located in Puerto Rico and the

Govemmenl Development Bank for Puerto Rico (GDB). Proceeds from all bonds and the fulds
related to certain federal grant awards are required by law to be held with GDB.

On Juty l, 2004. the Munic;pality adopted the provisions of GASB Statement No. 40 (CASB No. 40).

Deposit ana Invesb enr Risk Disclontre. ul1 Anendnent to GASB Staten@nt No. J- This slAtetneni

requires that stare and local govemments d;sclose essential risk information aboui deposits and

inl'estmenis. The disclosure rcquirements cover four main ar€as: (l) credit risk, (2) interest rate risk,

(3) custodialcredit risk, and (4) foreisn exchange exposure.

. Credit risk - This is lhe risk that an issuer or other counterpart-v to an investment vill not

fulfill its obligatiors. ln compliance rvith the laws and regulations of rhe Commonwealth ol
Pue(o Rico, the Municipality has adopted, as its custodial credil risk policy,the Slatenent of
Ilnifurm Investtnent Guidelines Jor the Municipalilies oJ the Coomotlvtealh ol Puerlo Rico,

issued by the Govemrlent DeveloPnent Bank for Pueflo Rico as ptomnlgated by Law \'o.
I I 3 of August 3. I 995. Accordingly, tbe Mun icipality is only allowed !o invesr in obligations

of the Commonwealtlt of Puerto Rico, obligations of the United Stales ol AmericE
ceriificales of deposit, commerc;al pap€r, bankers' acceptances or in pools ofobligalions of
the Municipalities of Puerto Rico, \r"hich are manag€d by GDB. According to the

aforementioned investsnent glidelines, the Municipality is not allowed to inves! in

marketable securities or any orher type oI;nvestnenls (debt securities) for which credit risk
exposuro may be significant. Consequently, at June 30, 201I and for the fiscal year then

ended, the Municipality invested only in certificates of deposit in commercial banks' which

are insured by the Federal Deposit Insumnce Corporation (FDIC), generally up to a

mariimum of$100.000 per depositor. No iDvestments in debl ofequiry s€curities were made

during the 6scal year ended June 30. 201 I Therefo.e, the Municipality's matagement has

concluded that the cred;t risk related to any Possible Ioss related to defaults by commercial

banks on the Municipality's deposits is considered low ar June i0. 201 l.

. IEterest rate fisk - This is the risk thal changes in interest rates of debt investments will
adversely affect the fair value of an investment. The Municipality has no formal policy

relating to interests .a!e risks, how€ver, the Municipality manages its exPosure to declines in

fair values by: (l) nol including debt or equiry_ investtuents in iG investments Frcrtfolio at June

30, 2011, (2) limiting the weighted average maturity of its investments in celtificates of
deposit to periods of three months or less and (3) keeping most of its banks deposits ard

c€rdficaies of deposit ;n interest bearing accounts genemting interest at prevailing market

rates. At June 30,2011, the interest.ate risk associated with the Municipality's c,sh is

considered low since the investmeot porColio of tLe Municipal;ty do not inciude debi

securities or any type of investments that could be affected by changes in interest Btes.
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Fiscal Year Ended Jure i0,201 1

. Custodial credil risk _ ln the case of deposits, this is the risk that in the event ofa bank

failnr{ the Municipaliry's deposits may not be recovered. Pursuant to the Stulenent of
lnestnent Guirlelines Jor the Gownmenl of i1a CoDnnDweahh ol Paerro Rico the balances

deposited in commercial banks by the Municipatity are insured b)' the Federal Deposit

Iniumnce Corporation (FDIC). generally up to a maxim m ol $100.000 per depositor. In

addition, public funds deposited in commercial banks by the Municipality aIe fully

collateralized for the amounts deposited in excess of the lederal depository insumnce. All
securities pledged as collateral are held in the Municipality's name by the agen$ of the

Commonwealth's Secretary ofTreasury' Deposits in GDB. amourrtingto $7,818,?15 atJuue

30- 201 l, are uninsured and uncollateraiized. Howevet no loss€s related to defaults by GDB

on deposit transactions have been incured by the Municipaliry through Jnne 30.2011- It is
management's policy to only mainta;n deposits in banks affiliated to FDIC to min;mi7€ the

custodial sredit risk. except for GDB. Therefore. the Municipality's maflagement has

concluded that ar June i0. 20Il. tlre custodial credit risk associated with the Municipality's
cash is considered low.

. Foreistr exchange risk - This is dre risk urat chang€s in exchange mtes will adversely affect

the val e of a[ inlest ent or a deposit. According to the aforementioned inve$ment

guidelines, adopted by the Municipality, the Munic;pality is prevented fro investing in

foreign securities or ary other types of investments for which foreign exchange risk exposure

may be significant- Accordingly. management has concluded tha! the fo.eign exchange .isk

r€lated to *e Municipality-s deposits is considercd low atJune 30.2011.

Cash and cash equivalentr at J ne 30. 201I, are classified in the accompanying balarce sheet -
govemmental funds a follows:

tlajor g.v.rnn'.,lrl ruods

L.gislativ.
Crpitd joirl

improveE.aB r.so,utions
bo.d lond fund

Coftd{rirY
D.bt developd.nt Olher

s.ni.. bleksdnt got.rtn. al

fr.d lu,d funds ToLl

C6h in.omnEcid betc

Csh in ddNcial t uks

Tobt c.nyi.g anou ofder6ib

5 1.636.101 - s i.6l6,t 0r

r.32?,884 i,539.1t!4.r r0i2 r

:88.8.{3 d154.J87 - 2,42?,11.1 _ 1.04r.8r4 8.107-553

s :1.924.9J7 Ji54.iS7 .l.ll0,l2i 2.]12.14 77S $ ir-282.81r

3. Nlunicipal License Trxes

The N,tunicipality is authorized by Act No. 8l to impose and collect municipal Iicense taxes to any

natural or legalperson having imdc or business activities lvithin the territory ofBarmnquitas. This is

a self-assessed lax generally based on the business volume oftaxpayers, measu.ed by gross levenues.

The Municipality establishes the applicable tax rates At June 30,2011, the municipal license tax

rates imposed by the MuDicipality q'ere 1.50 percent for financial institutions and 0.50 percent for
other types of ta-\payers. Any taxpayers that have been granted rviah a partial tax exemption under

an, of the ta\ incenti\,e acts ofthe Commonwealth ultimately pay municipal ijcense taxes at reduced

tax rates. genemll-v betwe€n 60 perceni and 90 pcrcent under standard ntes.
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Fiscal Year Ende{i June 30. 201 I

Each r&\paye nust assess the corresponding municipal license ta\ by declaring the volume of
business through a ta,\ retum to be filed every April 15. based on the actual volume of business
(revenues) generated in the preceding calendar year. Taxpayers with a sales volume of$i million or
more must include audited financial statements with their tax rctum filings. The tax can be paid by
the ta{payer in two equal installments due on July I5 and January 15. subsequent to the filirrg oftlte
declaratign on April li. The first installment ofthe ta\ covers the six-month period ended December

J I, subsequent to the filing date ofthe declaration, lvhile lhe second installment ofthe tax cove$ the

six-month period ended June 30 ofthe subsequent calendar year. Ifa taxpayer elects to pay the tax in
full on the filing date of the declaration (g€nerally April l5). a 5 percent d;scount is granrcd

auiomaticallyon the totaltax amount due.

Any munjcipal license taxes collecred i advance (1hat is. pertaining to a future fisca! ye3i) are

recorded as defer.ed revenues in the GWFS afld the CFFS (see note 8). Total municipal license ta,Yes

receivable a,nounted to $902, at June 30. 201l. Uneamed (deferred) municipal license tax revenues

recorded in rhe accompanying GWFS and CFFS amount€d to $513,460 at June 30, 201 l.

Municipal license tax reve0ues amounted to $857,532 for the fiscal year ended June 30, 201 l, *'hich
has been recorded ;n the general fund since is available for geneml operating purposes.

4. Property Taxes

The Municipality is authorized by Act No. 8l to impose and collect property taxes from any natoral

or legal person that, at January I of each cale da. yeafi (l) is €ngaged in trade or business a d is the

owner ofpersonai or real properly osed in trade or business or (2) otvns residentia! real property with
a value in excess of $ I 5,000 (at I 9i 7 market prices).

Persooal property taxes are self-assessed by te\payers every ]€ar usilrg fi€ book valoe of personal

prop€ry assets owned by the taxpayer at January I (lien; levy date) and repoding such taxable value

through a personal property tax .eturn filed on May 15 (due date and collection date) subsequant to

the assessme date. The total personal property tax rate in force atJune 30,2007 was 6.8i percent

(of wh;ch taxpayers pay 6.63 percent and the .emaining 0.20 percent is pa;d by the Department of
Trcasury, as a subsidy).

Real properry taxes are assessed every January I, (lien; iery date) and is based on estimated current

values of the propery. deflated to 1957 market prices. Real property ta{es a due and collectible on

January I and July ofevery fiscal year. The total real properry tax mt€ in force at June 30, 2006 was

8.83 percerlt (ofwhich 8.63 percent is paid by taxpayers ard the remaining 0.20 percent is also paid

by the Department ofTreasur-1'7, as a subsidy).

Rcsiden'tial real prope4v occupied by its owner (not elrgaged in trade or business) is erempt &om
property taxes only on the first $15,000 olthe assessed value (at 1957 mark€t prices). For.xempt
amounts, the Departm€nt of Treasury assumes the palment of the basic ta\ (4.00 perc€nt and 6.00
percent for pe.sonal and real property. respectively), excepr for properry assessed for less than $3,500
(at 1957 market prices), to. which no pavment is made by the Department ofTrqsury.

Included *ithin the total personal and real property ta)i rates of 6.83 percent and 8.83 percent,

respectively, there is a portioo of the tax mte in the amount of I .40 percent that is restricted for the

Munjcipaliiy's debt service requircments on bonds. Such amounts are rccorded in the Municipality's
debt service fund.
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Fiscal Year Ended June 30,201 I

The composition of property taxes receivable is as follows at June 30, 201 l:

Maior governmental funds

ceneral
fund

Debt

fund Total

Property taxes receivable 1,167,556 4,17 4 I,r72.330

6.

Property t&\ reveuues recorded irr the geneml fund arld the debt service fund amouned to 57,092,270

and $366.3i1. respeclively, for the fiscal yea. e0ded June 30, 201l.

Sales and Use Tares

The Muricipaliry imposes a sales a d usage lax wilhin the tenito.ial limils of the Municipality
pu$uant to the Intemai Revenue Code ofthe Govemment of Puerto Rico. This isa self-assess€d ta\
ionsisting ofone and a half percent ( 1.5%) on the sale price ofa taxable item or on the purchase price

ofall usage. stomge or consumpt;on ofa raxable ilem, as defined in the Puerto Rico lntemal Revenue

Code, as amended. The ia,.( ;s asscssed and collected on a mo thly basis through a tax retum filed by

each business classifled as tax wilhholding agent-

The sales and use tax revenues amounted to $513,540 for the fiscal year ended Jurle 30' 20i I' which

has been recorded in the geneml fund since is available for general operating purposes.

ConstructioD Excise Taxes

The Municipatit] imposes and coliects municipal conslruction excise taxes to most natural and legal

persons and any govemmenlal iDstrumentalit) that carry out activities related to construclion,

expansion, nrajol repairs, reiocatiors, alteBtions ard other tyP€s of permanent improvements to
reiidential. commercial and irdustrial buildings and slructures within the territorial area of lhe

Municipality. The ta\ is also applicable to infrastructur€ projecas, the installation of machinery.

equipment and fixtures, and other rypes of construction-relafed activities.

The construction excise tax generally is a self_assessed tax imposed over the cost ofthe Projecl oet of
certain exemptions such as the costs associated lvith $e acquisilion ofland. project design and otfier

engineering fe6, licenses afld pemrits, legal and accounting fees, and most marketing and advertising

costs. The tax;s paid bythe taxpa),er at the beginning ofthe project.

A1l single-fa,nily residential construclion projects nol related to housitg develoPment prcjects,

condominiunrs, or any similar projects, are partially exempt fion construction excise taxes lr
addition, a portion ofall single-family residential improvement p.ojects are exempt from con\truction
e\dse taxes. All projects car.ied oot on buildings and structures classified as historical treasures by

the Puerto Rico Pla,rning Board have an in tbe tax mte applicableto construction excise ta-'(es.

Constnrction excise tax revenues amounled to $278.496 for the fiscal year ended June 30. 201I'
which has been recorded in the general fund sinc€ is available for genera! operating purposes.
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7. Intergovernmental Receivables and Payables

Intergovernmontal receivables and payables recorded in the accompanying GWFS and GFFS are as

lollows at June 30.201l:
nl,ior !or.rDmcnL.l lurds

Debt Other

lntEovemhenlEl Gccivables:

Solid *$te disposol serices !o v!.ious mlniciPalilis.

srate golemnent agenci$ ed Private entities $ ?3 515

Gtusts M.l @,tibafons:
Pueno Ri@ TEasu!' Depanm.nr _

Emplole.s' ChJismd boius mst rcihbulsmenl 64'203

Comonvea!$ of Pueno Rico _ conlribfiion ofa Ponion

of lhe slare sls u\s
Puedo Rico Elcd.ic Po*e. Aulhorithy _

Coflributions ir lieu o, muoiciprl ldes

Pueno Rico Dep!flmenl or Educaion _

Schooh mainten&ce snd capita I idpiolmenrs proerrh

U.S. Depanme ofHousingand Uft.rn De!€lopnenl.

lh.ouel Ue Pueno Rjco Olficc offic Commissioi* of

N4unicipal Affans - SBGP Bl@k Cnnt

Tolal inte!:olemmenul re€iviblcs

l.rcriovmncn6l Da\abld:

Untiti.s dn.l chatg8lor scnic.s:

Pueno Rico Electric PotYer Aurhoriry_Elecfic Po*.r consufiirtion

Pueno Rico Tr€$ry Depanrn.nt

Pueno Rico \\'a&r &d S.str {ulhorilY

Pumo Rico Lalor and Hume Resourccs Depanment
'Ibral interyovmmenlal pa)?bld

f-i.rouo:z :s.$z i56.lo1 iqL!-j-

l,0l+.289

38.882

5 ',71.515

64.?03

18,882

I.02+.289

86.26086.260

s 1.024.289

t-.114

7.615

69.154

- - s 1.02d.289

7.114

7_6i5

69.i54

s lloSlgl - s llo8'iol

This Spdc! Has Beer l etltutno rLefiBlank

li6.l07
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8. Intcr-futrdTransactions

The compositioD of ail inter-fund balances at JuDe 30, 201 I

follolvs:
and for the fiscal year then

Due&dvances

trom other

government.l funds-

G€o€ral firnd

ended is as

l,tajor gowfl1 n e 
"t 

dl linds :

Community development block gant flmd

Capital improvements bond tund

Other govemmentalfunds

Toial

s 90.707

1.220,602

62

220238

$ 1,53 r,609

Other Total
governmental govemmenbl

funds funds

Capital
t€gislative

joint

fund

Debt

Majot Eovrmeda! fuvts:
ceneraltund
l,egislalive joint resolutions aund

Commuriry development block granr fund

Other govemmEntal funds
21,6,1i S

580,,-ri t6.r0i s

589

602,692
2,610

9r.096

926

2.610
90,507

236

s 93,351

95: l8s
701.587

The principal purposes ofiNer-fund rcce;vables and palables are to recognize in lhe geneml fttnd lhe

outs;ding b;tarce of loans receivable amounting to 51,220.602 lvhich were gmnted to the capital

improvemJnts bond fund to tenlporarily cover the cost of ce(ain capital projects- In addition. iDte'-

fu;d receivables include the outstanding balances ofce(ain loans granted by the general fund to the

community deveiopment block $ant fund aDd other non_major govemmenta, funds to temporarily

cover the payroll and other operating cosls of several federally and state lunded programs amounting

to S90,707 and $220,238, respeciively-

The principal purposes of inter-fund transfers are to recognize in the g€neml fimd certain non-

roud;ary cost re;mbu rsemen8 flom the capital improvemenls a$ounting to 5580,713

Inter-fund receivables and payables r€p.esent the pcnding settlemenh ofthe aforementioned transferE

which are considered by manag€ment to be fulty realizable at June 30, 2011

Ar June 30, 201l, the general fund .€ported advances (longlerm irter-fund receivables) from certain

noll-major capitai projects aunds amounting to $88,675. These advances among goveranental funds

hare been ..ported ai:une 30. 201I within due and advances from other funds and arc not expected

to be repaid irithin one yea. after ycaFend. Accordingly. atJune30.20l I' the general fund repo(ed

a resenation of fund balances (nonspendable fund balance) amou.ling to $88'675 to properiv
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d;sclosetheportionofinter-fundreceivablesthatareconsideredcurrentavailablefinancialresources
at June 30.201 l.

9. Capital Assers

Capiaal assets activity for the fiscal year ended June 10, 201 l:

Balance rt Additiors/

begintringof depr€chtiotr

fiscalyear erpense

Brlance al

erdingol

Iiscal year

Govem ental aclitilies:

Cast bash:

capitol lss€is. no! being depreciaied/amodiud

Ljnd

Consltuction in progrcss

Total cap;tal assets no! b€ing

deprecialed/amortized

Capilal ass€ts. bcing darccialed/anroitized:

Land impro\'€ments

Buildings. slruclurcs. and improvenrents

Iuachinery afld equipmml and

fumiiure and firtu.es

Licens.d ,ehicles

Total capilal assels. bein g depreciated/arnoniz€d

Total cost basis of caPital assets

Accun loted depvciation anllano i:ation:

Land ;mproYerients

Buildings,stuclurcr and improv€ments

Machinery al]d equ;Pmenl and

furnilurc ard finures

Licensed veh;cles

Tolal accumulated depreciation lnd amortization

Net capihl assets

6.950.426 457.851 ?.108.180

s 2.145.171

4.704.652

24,800 S 2.270.574

i.13i.706

2.444.809

11.212.170

17.i08.71i

1.70i.404

3.774.433

22,307

i.221.060

1,0r 9-066

78_020

105J2',7

1,161.|6

12J93.2i0

19.527.781

1.783.424

3,880,160

36.705.i11 1,116. r80 l0.r.r 1.7II

.11-555.957 3.904.034 47.5i9.991

I.4i9.065

3.02?.481

7.420,3 t8

1.281.46i

j,I4.948

64.298

246.857

622.3t0

123.814

254,463

1.52i.363

1.274.340

8.042.628

r.405.279

3.569.4t I

r6.50i.279 1.31I.742 r7.8r5.021

s t7.15t.678 _1.50.).lol s 1a.7.11.q70

Ths Space Has Eceh late,,lioaalr Lei Btoat
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Depreciationandamoftizationexpensewaschajgedtofunctionsinthe^accompanyinggovemment-

':i. "ui"."rr 
of"",i"iries as follos' for lhe fiscal year ended Jtrne r0' 201 l:

$ 3i7,958
'78.34'/

85.565
-73.596

556.155

200,121

-!_-1,311142

10. Deferred Revenues

At June 30. 201l, defe.re-d revenues recoflled in the CWFS and the GFFS are as follo\\s:

M rjor govcrrmentr l fu nds

General gov€mmen1

Public safetv

Public housing and welfare

Health and sanitat;on

Urban and economic developnrent

Culture. recreation and edueation

Tolal deprecialion and amonizar ion expellse

Ge!eral

fund

L€gislrtivc
joint

Iund

Other
goiernmen&l

funds

Total

golerImertal
futrds

Slatement

Meusunble and undvaihble re'z ues:

Intergovern.nental gmn$ and contributions

Totai measumb,e and unavailable revenues

Municipal license ta\es

lnteBovemnrental grants and contribut;ons

Tolal uneamed Ievenues

Total deferred revenues

1,8S0.i26

5 ti,9l7 1.07i.496 t,890,526 6.481 6J81,9i9

530.120 4,075.496 6.546.142 s 6,481,939

5t3,460
4,015,496

513,460

a,965479

5I i.460

5,968.479

I

'Ihis Spa.z Hns Be., tntqttottalu L'|t Bla l
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I l. tnng-Term Obligations

The general long-lerm debt aclivity for the fiscal year ended June 3 0' 20 I I is as follows:

Brlance at BorrorYings

beginningof

Paym€nts Brlancc rr Balance

or end of due withia

fiscaryear additions dedr!!9!:,--E3lJ:1l-

$ 6,t80,000 1,723.000 (270'000) 7,633.000 s 38i,000

2,915 (l.o2i)

1,55s.740 24s;140 (208,11i) 1.i97.345 8s9.713

9.580,9?l

Bonds payable

Obligations under capilal leares

Compensated absences

Esrimaled liabiliry for mun icipal solid lvasre

,andfill c)osur€ and posl-closure care cosls

Tolal long telm obligations

1.71t,460 I,g09,5 ti
r8,81t.318 S 1,214,71i

Historically, the general fund has been used to liquidate comPensated attsences' obligations unde'

capital lexes, ani any other long-term liabilities other than bonds'

a) Deb, Lirnhdion

The Municipal Legislature ;s legally authorized to appmve the conlracting^ of debts of the

l"irr;iip"ttr 
- 
l"tint 

" 
ress. the liws and regulations oi ihe commonwealth of Puerto Rico aiso

provide that:

. Direct ob,igations ofthe MuniciPatity (evidenced principally by bonds and.bond anticipation

nores) are b-acked b) the full larth. credh and ta\inS power oflhe Vunicipalify: and

. Direct obligations are not o be issued by dre Municipalily if the amount of the principal of'

and the intJrest on, such bonds and bond anticipatron notes (and on all bonds and noles issued

tt't.oun",j 
"'fri"tt 

ut" payable ir an) fiscal year' rogether ltith anv amount.paid bv the

i.,iitr",p"iitv irr the preceding fiscal vear on account of bonds or bond ant;cipation notes

suaranteedLvlheMunicipaliq.exceedl0percentofrhelolal assessed valucofrhe property

il;;;J;lthil ih" Municipalitv plus rhe balance ofrhe sd valorem taxes in rhe debr service

irna, io. fona. payable and bond anticipation notes to be repaid with the proceeds of

propery ta\er resEicted lordebl seru'ice'

ln addition. beforE any new bonds are issued. the revenues of the debt service.fund should be

.uffrci"nt to cover Ure irojected debt service requiremenl' The MuniciPalit)'s available legal debt

","iglr"r.*t"a,"Se.s;illionatJunej0.20il,aspublishedbythecovemmenrDe!€lopmentBank for Puerto Rico.

This Spdce Has Eeea lrtertio,n ! L4 Bta,*

15,510.125
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h) Bonds Payable

The Municipality issues general obligation, special obligation cnd public improvement bonds to

r"^r* ii" !"q,ii.i i"r. Jonstnrction-and improvement of capital. assets' as rvell as' to finance

certain oprating need\ including the payment to suppliers ilr c€rtain circumstances'

The laws and regulations of the Commo[weaith of Puerto Rico Prov;de that the Municipality's

ntrblicdebtwrllconstitLrtoafirstclnimontheavailablerevenueoftheMunicipaliry..Puhlicdebt
i;j;* ;;;; ;t;;rd anticipaiion notes The good faith, credk and raliing power of the

;;;r"i;";t-r;;"";ablv pt;dged for the pronrpt pavment of the principal and irterest of

bonds.

As desctibed in Note 4, the Municipality levies an annual additional special ta'\ of 1 80 perce't of

lft" *i".t"Jr"f* 
"t 

p"rsonal and real propeny' The proce€ds of this additiorul special tar are

.leoosited in a sinking fund estaulished at GDd \^ hereby strfficieni fuflds are set aside to redeem

*Ji""a. p"vrsr" 
"itrte 

Municipaliry in minimum annual or semiannual principal and interest

p"yr""". Ti" 
""f 

f*.ns ofthis special tax are recorded in the Municipatity's debt service tund'

For financial reporting purposes' the outstanding balancesoJbo-nds represen! the total principal to

be repaid. Boods payible is composed as fotlows at lune 30' 201I:

Outstanditrg

2006 serial bolds for the acqnisition of major caPital assets' original amount of

M65,000, due in annual principal installments mnging from $50,000 to $80'000; plus

interests due in semiannually installmeBts at variable rates (4-50% at June 30' 2011)

through July l, 2019. S

1995 serial bonds for the acquisit;on of major capital assets' original amount of

$515.000, due in annual principat ;nstallments ranging from $5,000 to $45'000; plus

ilte.ests due in semiann[ally installmenB at variable tules (7 'llyo at June 30' 201])

through July 1,2019.

2004 seriat bonds for the acquis;iiofl' construction and improvement of major capital

assets, originat amount of $725.000, due in annual priocipal installments ranging from

$15,000 ; $75,000: plus interests du€ in semiannually installments at variable rates

(4.50% at June 3O,201l) throush Julv. l'2024'

2002 serial bonds for lhe acquisilion. constilrclion 
'nd 

itpto"t'"nt ol major capital

assets. original amount of $910,000' due in annual principal installments ranging from

is,ooo ,oiao,ooot plus i.terests due in semiannually installments at variable mtes

(4.30% a! June 30,2011) through Julv l' 2025-

15i,000

305-000

580,000

6t-

765,000
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1999 serial bonds lor the acquisition, construction and improvement of major capital

assets, o.iginal amount of $1,525,000 due in annual prircipal installmefis ranging from

530,000 6 $i40,000 plus interests due in seniannually installments at vatiable rates

(4-30% at June 30. 20i l) through Julv l, 2019'

2004 serial bonds for the acquisition. constnrction and improvement of major capital

assets, original amount of $2i5.000, due in annual principal installmenls ratging from

$5.000 to $20,000: plus interests due in semiannually installments at variablo mtes

(4.50% at June 30,201 l) thrortBh July 1.2029

2008 serial bonds for the acquisition ol majo' capital assets, original amount of

$2,905,000, due in annuat principal installments ranging from 520'000 to $225'000: plus

interesls due in semiannuatly installm€nts at variable rates (7 50% at June i0' 201l)

through July l,2032.

2008 serial bonds for the acquisition of major capital assets. original amount of

$200,000. due ir annual principat installments ranging from $5'000 to $15'000; plus

interests due in semiannually installmetlts ai vaiable rates (? 50% at June 30' 201I)

through July 1, 2014

2010 seriat bonds for the acqoisition of majot capital assets, original amount of

$170,000. due io annual principal installments ranging from 520'000 to $35'000; plus

interests due in semiannualiy installments at variable rates (6 00% at June 30' 201l)

through July 1, 2017-

2010 serial bonds for the acquisition of major capital assets, original amount of

S255.000. due in annual principal installments ranging from $5,000 to $20'000; plus

irterests due in semiannually inst.llments at va';able lates (600% at June 30' 2011)

lhrough July l. 2015.

2010 sdal bonds for the acquisition of major caPital assets' origrnal amount of

$188,000, due in anDual principal installments mnging from $20,000 to $33'000; plus

;nterests due in sem;annually inslallments at variable rates (6 0070 at June 30' 201l)

througlr July 1,2017

Outstanding
amoufll

955.000

205.000

2,8r 5,000

r30,000

170,000

25i,000

188.000
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Total generalobligation and public improvements bonds

Outsrand;rg

20lO ser;al bonds for the acqu;sirion of major capital as'els original 
-amo^unl ,of

ii.,-,o,odo, * ," **al p.inciprl in(talhnen'ls ran3ing from $15 000 to $85'000: plrr<

i-nt".ot. du" in ,"r;unnualiy instaltnent at variable rates (6 00% at June 30' 201 1) l, r 10,000

7.633,000

VariableinterestratesonserialbondsarereviewedperiodicallybyGDBandarEbased.onthe
n,.-,,,.,i^^ ^r rlnR s wershted averaae ra'e for iti commercial paper prograrn Urrder this

X':"i,"* Ue ;."#.".;ffi;'"-,i p"p'?' t i i i' tr'" t"*ble and tax-jxempt markets or the united

(;i#i;;;l;.;;;; ii," i,,Jaorr" '"'r"' und (3)ro corporarions ha\ins tax exemption'

iil'li,ii il.*i;'i"|;i 1,,J,."i,r I.'""nti'"' lcts and' whicli qualifl for benefits provided bv

the former Section 936 ofthe U-S. IntemalRevenue Code'

Annual debt service requ;remen6 of maturity ior bo'ds payabl€ are as fo'lows:

Fiscal year

ending
Jutre 30' Principal Interest Total

2012

2013

2014

2015

2016

2011:2021

2022-2026

2021-2030
Totals

385.000

426,000

425,000

460,000

5r 8.765

1,818,74s

1,799,745

1,799;745

211.227

204.336

197,445

128.376

r00,876

696,1l4
613,506

327,551

596.22',7

630,316

6?2,445

588,376

6t9,641

2.514.859

2.413,251

2,12',7 296

$ 7,633,000 2.479,431 t0,l 12,431

AtJunej0.20ll.accruedinterestpayableonbondsamountedto$140,380.Interestexpenseand
;:"*J;"ll]n;;ffi;;;,*i1"',#:sjse ""a 

sr?e'4eo' rEspectiverv' rorthe fiscal vear ended

lune 30.2011.

A.cordi s to sect;ons loi 3nd 148 to l5O of the U S Intemal Revenue Code aDd sec'ions l l48

;:i:i;;:t';l;;. i':,;',.v n"e'r'';"". *' ru'niciparitv's rhe lax-exempt bonds,are,subject to

;"';;";';"il; .;;;;entsl et :une :0, :or r' th; Municipalirv had no federal arbitrage

liabilitv on bonds since intercst income eamed from the invesrm€nt of unspent bond.proceeds

ii,H;,;. ';;;;;;"ioii* 
e""".,t" vi"ra' rower rr.'an the rates appl;cable to the debt senice

payments.
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12, Municipal Solid rvaste Landf l Closure and Post_closure Care Costs

The Municipaliry is legally responslbte for closure and pocl_closure care cosls associated \tilh its

nunicioal solid-wastc landfill stale *a La"J f'*t and-regularions requin rle-Municipality lo

-t^^- ' fin2l .^war 6n rh. tvtunicloatitr's solid *a5le landfill siie when it sloPs accepting uaste_ and

i";"rf#;;i;;,1;;;'ance and morritoring fun.lions at the site for i0 1,ears aller closure'

The Municipaliry has perlonned a ltud! of rhe acti'"ilies lhat need to be inrplemented at lhe

"i,i"'ii#io5."ii"oru, 
io g"'unt"" tr''' ',n^i",n-vi"ra of alailable space and ro complv wi$

aDDlicabte srate and federat reguta!rons. s"";J;rr,iit srudy. rhe Munic:Pality has recognized.sn

liI*'.i"iriilll* "r 
in.itosi: tn ,r,",".orpu..)ins govemmenr-wide financial.flatemenrs usrns

currenr costs allocated based on rhe 
"",r"il".lJr,ir 

.ipi.it1 ut June io. l0l l....The portion of the

".,*"LJ"u"J "".o,o 
be i curred in irtur. y.urs i. 

.uppro. 
imaiely $1.6 million._which has nol

been recognized vei in ttt" 
"""ornpuny;ng 

ioi"ni'"iu-*;af n**l"t t"tt1:1::-Ilt-" n"t 
"nun*" 

in

the liabilitv for the 6scal year enaea :un-ei0' 201 I was recorded in the accompanling govemment-

ffiffi;i"i;i ;;#; ';'h ; "r'"e" 
t"'r'"J'r' ana saoitation expenses of sl'30e"5i3 in the

statement of activities. rr," 
"utt"nt "ol-o'if 

iunJlli closure and posiclosure at June i0' 2011 is

$13.2 million.

Actualcostsmaybedifferen!duetoinflatioD'changes;ntechnology'or.changesinlawsand
["g;ffi;;]" r,ii,* jtj. :0,r. 'r" 

v'"i'io'ii*'' Lndfill is <ill openrins and it' remaining

estimatei usefut tite rs approxrmaref ir,-,J. iir l*" Approximately ?j percenL of the

Municipality s (otal capacity rt" 0"t" 

"'"a 

ui :'n" iO :OIr' Ho!v'e\er'.the Munic;palit) is

",i"""iiy "r"rr^"rg ^rtirnutiu"' 
ro' 

'r'" 
i*-p-uniioiioi its sotia *aste tamtlt The expansion would

extend ire useful life for l0 years approximately'

The Municipality is required ro demonstmte financial assumnce for closure and post-closure ca'e'

Hoveler. at June 30' 20t t. no u""rt oi i'n"nci"l resources have been restricted to cover the future

costs associated with closure costs and post_closue care'

13. Employees' Retirement Systems

O Plan DescriPtion

Ttre Vunicipality s emplolees Frlicipate in lhe Employeei Relirem€nt. Slslem o' the

Co\emrnent of pueno Rico -o 'r] 
in-.t'**.nof i,i.. tEIiS), a cost_sharing mulli-employer (as

related to the Municipaliry's "p*f"g ""iityl 
detined p^ension p lan 

,esfablished 
by the

Commonrvealth ana aaministere'J i1i tlo 'n"ti'"t"nt Systems 
^Administmtion 

of dre

commoflwealth of puen. n;".. s,rirriiri"rry aiirit-,i." ..pLy"". or.drc commonwealth and

substantiallv all municipafiti"' 
"'= "o'"t"a 

Uj enS rrnder the terms of Public-A(tNo 447 ofMav

i::'6ii:; ;;;;i;" N" +ril' 
-'qir 

Jgurar and temporary emplovees orthe Municioalitv

become plrn rnembers of Ens 
"i 

'tr't'Ji"-"i 
"'ptovmtnr' 

*t'iti ir is oplional for ofiicers

appointed.

ERS members, other than those Joiniflg it aftet March 3l' 1990' $e eligible for the beneltts

described below:

10
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Relirefient AnDuiU

ERS members are eligible for a retirem.nt annuitv trpon reachingthe following age:

Policemen and firemen:
50 with 25 years ofcredited service
5S w;th l0 years ofcredited service

Otheremployees:
5) wrtlr l5 \'ears oI credrteo servlc,e

58 with l0 years ofcredited service

ERS members are eligible for monthly benefit payments determined by the application ofthe
stipulated benefit ralios to the menlber's average compensation. Average compensation is

computd based on the highesl 36 monlhs ofcompeDsation recognized by ERS The annuity.

for which a m€mber is eligible, is limited to a minimum of$300 p€r monlh and a ma\imum

of75 percent ofthe average compensation.

Metit A,t uiu

ERS members are eligible for merit arnuity with a minimum of30 yea.s or more ofcredited

senice. The annuity for lvhich the pian nrembet is eligible is limited to a minimum of 65

percent and a ma\imum of75 percent ofthe average compensation.

D efe / r e d R elir e me nt A r, n uili

A participat,ng employee who ceases to be an employee of the Municipality aiter having

ac"urnulated a- minimum of ten )'ears of credited s€rvice qualifies for retirement benefits

provided h;sfter contr;butions are left in ERS until reaching 58 years ofage.

Coordhated Plan

On the coordinaled plan, by the tine the employee .eaches 6i yeals old and begins to receive

social secu ry benefits, the pension benefits are rcduced by the following:

(a) Sl65 per month. ifretired with 55 years oiage and 30 vears ofcredited service.

(b) $ I I 0 per month, if .etired with Iess than 5 5 -\'ears of age and 30 years of cred ited service'

(c) All other between S82 and $100 per month.

(d) Disability annuities under the coordinated plan are also adiusted at age 65 and in some

cases can be red ced over $155 per month-

Nofl-CoottlirnIed Plan

On the non-coordinated plan the panic;pating emplolee and does not have any change on the

pension benefits upon receiving social security benefits.

1l
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ReveBiortury AnniilY

An ERS member, upon relirclrrenl could elect lo recei\e r reduceo reliremertt anrruity giving

;l:;:;";'il;il;;r"",u,tohi"h"d'p"nd"nt)'lheliresnnuirvpalmentsqouldsran
after the death of the retiree fbr an amo'ni not l'ss than $140 per year or Seate' than ihe

annuiry pay]nefis being received by the retiree'

Occupationt l Disabiliy An uilY

A DaniciDarins enlplolee. $ ho cs a drrecl resull of the performance of his/her occupalion is

:,li;;d-';',;;;ii disabled is 
'rigiur" 

io" drsabrtiry annuit-" ot s0 percenr of rhe

*n'.nsation r.ceiued ul the tirne of disability'

Non-ocanpdion(tl Disdbiti! A'lnuitJ

^ ^^':^i^'rin' pmnl^!ee to'Lallv rnd pemanenlly disabled for causes not related to his/her
d vdru\rva!'ri5!'l,ts rr'-! -- ' - J"riair"l "enice. is etigible for an annuiry of
occupation and with no less dran l0 yearl

I i0 nercenr oflhe a\era*" 
"o,p"nt"t'on 

oi'ltt firsl l0 ]'ears ofcredited services' increased

;;; fi.;i i;, 
"**;d;irionitl 

vear olcredited sen ice in excess of:0 vears'

Death Be eiits

OccuPational:

(a) Surviviue sDou-qe - annuity equal to 50 percent ofthe partic;patirrg employee's salary at

the date ofthe death.

(b) !Xi!4lgg - $10 per month for each child' minor or student' up to a m'Yimum benefit per

faliily of$100
Notl-occuqtLliontl:

Ben€liciarv - the contributions and interest accumulate'l as of the date ofthe death plus an

fr:**q*r ,o t't'," unn,alcotnpensation ar the l'me of lhe death

Refunls

A panicrpating enlplolee $ho ceases Ili{her emDlo\ment sifi lhe Municipalir} uithout lhe

;tg[,. ;;ii;,rJ, ;^,tuiq' hcs Lhe righr to a refund or the contributions ro ERS plus anv

interest eamed thereon

. Ametdmeit to Act No' 447 efleclite Jan ary l' 2000 to create a DeJined Conttibutio'i Pla

on Seotember 14. lggo PublicActNo'i05 an anlendment io Acl No' 44?' was enacled to

J#irii, , olrr"i ". "ribut;otr 
plat)' r""" "' sv"'* l00o' to cover emplovecs ioininl

ERS on or after January l' 2000'

Lmployees fiat paniciparcd irr rhe originalDlan as ofDecembe' il lgcs' had the oppoauniry

ro elect lo either sav r ln" o""n"o *n"nipi"*r iransler ro System 2000 Employees thal

12
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joined the Municipalio on or afte' January l' 2000' ere only allowed to become menbors

ofSystem 2000.

c.....-)nnni.^hlhri.ldefinedcontlibutionplanadminisleredbytheRelilemenlSystems
i1,ii:*##;;#Io.,-n'"""""iir' "r 

p**" Rico also known as a cash balance plan'

;Ia";',"hi;fi;;";:;.,e i, a poolotplan assets \thich is invested bv the Svstem' bgelher

iii'i ,il"" 
-"r'il" 

"os"shu,ing 
mulli-emptover defined benefit plan Neirher Ihe

Commonuealth nor lhe Municipalrt) grraran'Lee"benefis at rerirement age 'l he annuity is

ilJ"ai;;#;i;';.;ii"'.""1""i''"i*"r' ri*ar vear the emprovee's conrrib:tion(witha

#Hil'#; ;i-il;1, ;i,T "1qp1;.,;;l,,i:",li,'l,,i"IilTl}";'r[J:iiJ?.":
invesrcd as instructed by e emplolee rn an

il;;;";-;i;;t Matuiitvireasury Notes' (2) earns-a rate equal to 
'5 

p"Tl:.:-f.:l:

."ir_ 
"fifri, 

Aii. i"*rtment porrfolio lner of nranagement fees), or (J) eams a combrnatron

;ilil';;;;;. ;ua"iplns t"""i'" periodiciccount skremenrs similar ro tlose or

i"fr.i *"irirrrii"" pr"rs s ho' ing their accrued ba lances Disability bcnefits re.nor granted

l]',-.-i.-'.- ,nno' .arher crc orovided lo those panicipants that voluntalily elect ro

i,"r";*Ll, 
" 
*"ri" i,rsunnce long-term disabiliry program' The employers-contrrbuhons

i;.$'#:#:i';;;pr"il.:' *rio' *i't' "'p""i 
ro i'prov""' under sv{em.:000 $irr

:;ilI"";;';, ;; ,;:i'i i,na it 
" 
*""t'u'ing mulri-empto]er denned benefit pran

svstem2000reducedtheretirementagefiom65yeaJsto60forthoseemployeeswhojoined
t# 

"u-ent 
olarr on or afterJanuary 1 1000'

uisroricatty, tne srate qovemrnent ofrhe Cornnronueahh of Pueno Rico has reponed ERS

".i i,,."i,'jrjoo in ix bas;c financial earemenls as pensiou trusr funds. Accordinsly. the

3;#;""i;";.;;;;;t "..,,'ing 
unv u"t"'i^l oehciencv rhat.mav exisr or arise related

i""'ii"" *rr#o"lrwtt p*icipatingi emplovees because dRS does not allocate to the

ii,li.rp"i'.y oiy 
"ii,*i'ut 

a.fi"i"ntl"t p"n'ining ro participaling ml,oicipal€mplovees The

vir"i"ii"ii(, i'-r,rl required bv law to 
'nake 

itatutory iontriburions at the rates deuiled

belola.

Recenl Amendments to Act No' 447

The SeBate and the House of Representatives ofthe Common*ealth of Pueno Rico have the

jriiruiJ r*-*i"nifi"g or amending tlte contribut;on rcquirements of svstem 2000 bv

#;Jiir'il" #J,,o; i,.uj""ii oi ru*'' 
"t;ect 

io the dnat approval of the Govemor of

the Commonwealth of Puerto Rico'

ln June and Jul) 2001' dle Govemor of the Common$ealth signed three Public Acts that

provided the tolios in: ceruin be efiIs Lo relirees:

(a) hrcrease in minimum mondlly pe'sion payments to $300' effective Janualy 1' 2005'

(b) Trienniat 3 p€rcem increase iD all p€nsions' effective Jaruary l' 2005'

a.l lncrease in \idow and/or beneficiaries to 50

deceased pensioner. (lfeclive JannaD' l '00('

'73

percent of the benefit received by the
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AlIt]€benefitssmltedwillbefundedthro$glrbudgetaryassignmenlsintheMunicipality.s
general tund rvitii re'pecl to its relired emplolees'

Tlre Board of Trustees of ERS appro'led' effective November 17' 200i all jncrease in the

,r"*i gr^r,"a ,, p""tnal lornsio paniciparing emplorees frorn $3 000 to 55 000'

b) Fundiq Polict

The contribution requiremenl lo ERS is established by Ia\r'

These contributions are as follo\is:

and is not actuarially detennined

Municipaliry and other employers 9 28 percent ofapplicable payroll

Employees:

The contributioo requireffent !o SlsEm lO00 is also established by law and is not actuarially

.t.temincd- These connibulions are as follo$'s:

Municipality and othe' emPloyers 9 28 percent ofapplicable payroll

5.78 percent of gross salary uP to

$6.600 per Year, Plus 8'?8 Perccnt
of sross salary in excess of
s6.6-00.

Coordinaliou Plarl:

Supplementation PIan:

Employees:

j.78 percent of gross salary uP to

$6,600 per Year. Plus 8.28 Percent

lross salary in excess of$6.600'

8.18 oercent ofgross salary. This

i< th; onlv choice available to

policemen. firemen and mayors

Dnrinc $e fiscal vears ended June 30' 20C9' 2010 and 20ll' the l\'luni'ipality and the

#H"ft;;i;;;;;o"i;0""a roo p'""nt orthe required contributions to ERs aM svstem

ioo'ir.' ir"' combined actual conLributions made bv the Municipality and i!s partrcrpalrng

#:'i;'#i";'i; ;;; iistem 2000 i'vhich equar the rcquired conlriburion amounts) Nere as

folio$; durir)g the l,st three fiscalvears:

Fiscal y€ar erded
Jutre30,

Employer
contributions

EmploYee
contributions

3)2.044 28i,314
2009

2010

201 I

zst,e:s 241,',798

-._--_

'14

345,',793 3 ti.?03
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Fiscal Year Ended June 30' 201 l

The above actual employer contributiorls for the fiscal years e nded Ju ne 30 2009' 
-20 

I 0' and 20 I I

i""f,a" tf* 
"*pf"y"i 

*"tributions to System 2000 a;ounting lo $i8 690' $j2-840 and S26'678'

[.o".tiu"fl. In addition, the above acrual employee contributions for rhe fiscal years ended June

i;l*r:00;: i; i;.-;J ,iir i inctuae *' emplovee conrributions ro slstem 1000 amountins ro

$3i,502. $29,??4 and $26.555. respectivelv'

Theauthorityunde'tvhichobtigationstocontributetoERSandSy$em2000bytheplans'memb€rs.
"'::;lX ^;';i,"; ";,,,iC,,il* 

*tlt;'" (ie siare or municiPal contribulionr) are established or

#i'il.'#,il; ';;; ;; ';: H;;" oi Rep'es'mati''es tire senare and the Govemor or rhe

Commonwealth of Puerto R;co.

Readers crn obtain coPies ofthe audited basic financial siatements (GAAP basis)-ofERS and System

;;fi';;:;;;;;;; il;. nector M Mavol Kaufrman' Executive Director of the Retirement svstens

,qa.inistration_ol tn" common.rvealth of ftlerto Rico (the entit-v that adm;nisters ERS a|ld system

iodiii",i;o s":r +zoo:, Minillas Station, Santurce, Pnerto Rico 00940'

14. Corrmitments and Cotrtingencies

The MunicipaliSr is defendant in variors legal proceedings penaining to matters- incidental to the

o",forJ-* ofiour;n. govemmental optot-ion'' Undtt F'Uti" 'qct t'lo lO4 ofJune 25 1955 as

:Xffi';..;;; ;.; ,ril,orized to sue rrre Municipalitv onlv for causes of actions set fonh in said

il:H #il". ,ffi"i "iiii ooo 
"' 

si:o'ood if ii inuolve' actions for damases Io more rhan

;;: ;.;;; ';;" a single injured pan'r is enritled Io several causes of aclion l Inder cenain

;i::,[#;. ; ;;";J i" p"'uii e"iri'j s 
"rNovember 

26' le?s' as a,,ended' the Municipalitv

;;;:p;il;;ili"rt and emplovees u i-tJr leg"l rep'esenution.as. well as assume-lhe pa)Tnenl of

any judgrnent thal may be 
"n,"t"o '3u'nti 

tt'"_*' There is no limiErion on the paymenr of such

judgments.

rnmnrtinearrdllrreatenedlitigation.IlreMunicipatityhasnotrepo(edliabililiesfor
ll"laff'"', ,i"il"'"i ;'ir"""i'ur" ;'ag^''i" * of June io' zoI I Manasement believes that an)

ffi;;il;;;;.';t; '"tution 
io punainfo' tl"eatened litigalion would not be materlal to rhe basic

financial statements taken as a whole. if auy

The Municipatiry has reported oulstandins encumbrances arnounting to $480 4:8 in the leneral fund

;i;,r;;i.;0ii the MuniciPalitv inren?' Lo honor tle"e encumbrances' shich !\illconlinue b be

iqriiiJi ""i"' in" liln' v"i't tuag"iauti'! u lapse period tbat extends ioto the subsequent fiscal

year.

As of June 30, 20il. the Munic;palitv hss several outstanding or planned non-cancelable

;','";.iil p;:;;;i.r,i'r' i l t 'irri''i 
r'u'" ueen alreadv incurred and paid a5 orJune j0' 201 I

and $0.9 million remains ou$tandrng ro in.r, throrgh rhe end ofeach project These projecls are

evidenced by coDtraciuat comm;ttentt '"ittt 
cont'actirs and are accounted for in the capital projects

fund.

The Clrild Care ACUDEN fund, a non-major special revenue fjld'.hT *p'n* an accumulated

deficit of $6,055 a1 June 30,2011' rv'" il'"i"]p"ii'v't general fund- is^comm;n€9 t:"]":-:::l
J"n"it rf,r*$ future budgetary approPriations commencing on July I' 201l 'Ihe accompanyrng
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lor tlrc fiscal ycar ended June l0'

:Or I. i;."r.*a various instan;es of norrcompliance with sPPlicrblc lass 3nd reEulrtions and \!;th

i*r*i 
"""orrt;ngmd "drninisrrative 

controts lfe\pendirures are disnllowed due ro nonconlpliaoce

t'itf, g-,, p."g"i"" regulaliorrs. the Municipaliq r))a) be requrred.tu reimburse dre grantor the

ii""iriJ i","'rr,.. Miragement betieres rLrr ire Municiprlitv \rtl be cblc to comply \yith the

i.rnt. ot"or|.""tir" 
""tiolr 

pla'ns thal rnay be requesled L]y the lederal grantors' ;fany'

15. Fur{l Balanccs, Net Assets and Prior-Period Adiushnent

As ofJrne 30 201 I. fund balance is comprised ofthe following:

C.pital Debt

Ceneral improvemcnts senice golernment'l

furd bond furd fund f{rds Total

L,ong-lerm inteFfund loans $ 88'675

Debr service

Ccprtalprojecls
t rban and cconomic developrnenl

Public .l,fery
P'rbtic housing and stlfar
Cuhure. recrealion and eiltlcxrion

- r.940.61f,

- $ 88-675

- 1.940.612

10,080 3.111,967

26 26

283 283

338.453 338.453

468 468

Assigned for:
Generalgovemment
lJrban and economic developmenl

H€allh and sanitation
Public safety
Pnbl;c housingand welfare

Cuhure. recreatio,l and education

Tolal fund balances

lq5.26rj - 19i 268

63.444 - 58'444

s4. 
' 

- 94_7 t5

5t,l4l - 5l l4l

41.906 - 41.906

- l8.cjr

gjH----..,-.r--,=-*i---ii+-i#*ii
OI Juh l.1010. lhc Vtrnicipalitl recorded a prioGperiod cdjrr"lrrrenl ol$51 868 lo ils AXRA fund a

,""l,lL;i., tt.i.i '"..","'ilrl. r"' *' pt'tp"'" oiconecting ar accounring enor carried orer front

2010. Althouqh the adjrrstmellt $as not material to the firtincial slatements taken as a uhole' the

il.l",l"" i" ri' rrri",,"J oi ,r," ,lnae. tund a,d rhe begi,ning oet 
^ssers 

balances reported in the

:r,._";i;inl,;;il;"* lla,i"a uy ss r.ai8 
"nd. 

acirdingiy resrated in rhe accorDpanyins basic

flnarrcial statenrents.
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COI\lllloNwtlALTH oF PLERTo Rlco
MUNICIPALITY OF BARRANQT]ITAS

Slatcfi]ent ofRe,_enues and Dxpendit rcs

Budse! ard Actual - Budgetary Basis - Cerreral Fund

Fiscal Year Ended Junc 10.201 I

Brrdgeted amounts (budgelary

wirh fi al

budget-

Municipal ,iense la\es

Conslruclion excise tax€s

Sales and use taxes

Tonl lar revenues

lnleEovemmental gmnts and contributiurs.

Inlere$s on dePosits

Charges for serv;ces

Expellditures:
Currcnt:

Gcne.al governnenl

Urban and e.onomic developmerrl

Health and sanitation

Public safely

Public housing and welfare

Culiure. recreation and education

Deh sen'ice:

Priflcipal

Capilal ourlaYs

Total expendilrlres

Revenues over ( under) expendit res

Othcr fi rancing sources (uses):

Prior year's budgelary casfi surplus readjustmert

Tmnsfers fronr oiher funds

Tansfers to other f nds

Tot6l other llnanc ing sorces. net

Rclenues and othcr financing sourc€s

under expenditures and otherfinancing uses

01.433)
42.t23,

t57.3i4
122,598

i03.642

t.t44.580
t31,609

3i6.98?

{ r 3 r,821)
39.495

94.564
'1',l.248

i.089,679
1.r32.1.t8

1.342.993

960.749

689.856

t84.159

5.619_716

t.407_866

1.481.631

966.945

806,949

268.879

4.998255
1. t96394
1.i50.926

836.571

757.322

2t r,753

(62 r .521)

(2r r.372)
( r32.?05)
(l]0.374)

(4e.6171

(s7,r26)

is8.l28

1.525,794

29.339

9-i99.584

,130.000 (.180.000)

602,692

$ 6.88r,665

480.000

60.000

350,000

$ 6,88r.66i
820.477

125.304

$ 6.868.2i2 s
862.600

282.658

562.,1194i9,581

7.i 11.665 8.267.027

t.288,919

i00.000

r36.500

r02,500

r.276.401

92, ll4

t96.081

62.13,1

9.414,.i80

602.692
(93.t53)

$ l.5i5.lji s ljji lil

l'h. fr.ontpa't::itt:a ot.r to tl? tasi' Jntuuk ial skn'DEntsat n c(tultn olthisttdt?D' t-
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coinMoNwEAL_rH or PUERTo Rlco
MUNICIPALITY OT BARR{NQUITAS

Schedule ofExpenditures of Federal A\Yards

lune 30' 201 I

Federal CFDA
Number

Pass-through
Grrntor's Nrmber Eroendilules

14.871 RQ-060-vo $ 698,i90

t4.151* 2010-00022'7 t7 7,237

14.253,+ 2010-000227 241,4'19

U.S. D€ptrtment of tlousing and Urban

DeveloPment

Section 8 - Housing Choice Voucher

Pass-throueh of the State-Office of the

oeoanmeni of lhe Family - Homeless

Pr;\'enlion and Rapid Rehousing Program

Pass-tltt1)ugh of the State-O{ice of the

Municipal Affairs Commissioners -
communiw Developmenl Bloc(

Granvstad - ARRA Funded

Pass-through of the State_OfTice of the

MuniciDal Affa;rs Commissioners

Communitl Devetopment Block

Crant/Sm; - Administer Small Cities

Total U.S. Deparlment of Housirg

and Urbar Development

U.S, D€Partment of Agricultur€

Pass-throueh of the Puerto Rico Elderly

Commisiion - Food D;stribution-Child
and Adult Care Food Program

Total U.S. Departsnent of Agriculture

U.S- Deptrtment of Homeland Security

Pass-throulh ol the Pueflo Rico

Govemoi's offlce - Disasler Grants -

Public Assistance

Total U.S. Department of Homeland

Security

14.228

AB 2010-003299
FC 2010-003546 1,492,666

2.609.572

10.558 N/A li8123

l23.ll8

91.03 FEMA DR 1919 90'376

78
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U.S. Department oIf, nergy

Pass-*rough of the State-Administ.ation
of Energetic Afrairs - Energy

Efficiency and Conservation Block

Gmnt

Total U.S. Department of Energy

U.S. Department ol l{erlth and Euman

Pass-ihrough of the Puerto Rico Family

departmwnt - Child Care Development

Block Grart

Total U.S. Department of Healih and

Human Services

Total Fedeml Financial Assistance

CoMMoNIVEALTH oF PUERTo Rlco
Mt,NIctPALlrY oF BARRANQUITAS

Schedule of Expenditures ofFederal Awards
J ne 30- 201 I

81.t28 + 00 t3A-001

241-201 l-00008

93.575* 241-201 l-00016 49,651

49,651

$ 2,874,841

* Afierican Recovery and ReinvgstmeDt Act Funds

rhis Space Hd Aeen thlenliona r Lefr Brank

'19



COMMON\I'EALTH OF PUERTO RICO

MUNICIPALITY OF BARRANQUITAS

Notes to Schedule of Exp€nditures of Federal Alvards
lne 30- 201 I

1. General

The accompanying Schedule olExpenditrres of Federal Awards includes the federal grant activity of

the Municipaliry;f Bananquilas of the Commonwealth of Pnerto Rico and is presented on the

accrual basis oficcounting. 'Ile Municipality ofBanaDquitas reporting ent;ty is defined inNote 1 to

,r,"-Vuni"ip"fi vt g"n"il prrpo." financial statements The information in this scheduie is

oresenred in a""o.aa_n". *iti', the requirements of OMB Circular A-133' Audits of States' Local

i-r.-_""". *a i.r* profir orqanizrions, therefore! some amounts presented in this schedule ma),

differ fron amounts presented in or tlsed in the prepamtion ofthe basic financial statements'

2, Relationship to General Purpose Finftncial Statements

Expenditures of the federal alvards as rePorted in the Statement ol Reye.nuej. Expenditures and
-h'anges 

in Fund Balances-Covenrmental iunds, are included within the Major Govemmental Funds

;; li;;;"j". Govemmenlal Funds. The reconciliation benveen the expenditures ;n the basic

iin-"lri .tjt"rn*t" and expenditures in the Schedule of Expendiures of Federal Awards is as

follows:

Expenditures in the Bas;c Financial Statements

Major Govemmentai Funds

Nonmajor govemmental funds

Less: Non-federal expenditures

Total expenditures in the Schedule of
Fedeml Awa.ds

$ 13,210,583
r,804,941

15,01i,524
(12,140,683)

80
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COMMONWT"\LTH OF PUERTO RICO

Mui\lclPALlTY oF BARRANQUITAS

ReDon on Inlernal Conlrol o\er Finarr(ial Reponing an'j on Conrpliancc and olher mzners Based on en
-_'-airair 

of Eina',ciat stalemerrts performed in accordan(e $ilh Go\ ernment Auditing slnndnrds

JuDe i0.201 I

To fhe Hono€ble Mayor
and the Municipal Legislatrre
Municipality ol Barmrquitas
BarmDquitas. Pnerto Rico

We have audited the accompanying financ,ai stalemen's oflhe govemmeDtal activities' each major fund'

a;;;;;;;;;s luird i'nfoirmation of the vunicipalig of Bananquiras of the comntonwealth of

i""ni-ii&, 
". "i",0 

rir drc year €nded June 30. 201 I, which co ecdvety comprise the Municipality's

i".J a"-"i"i .i"*,r*rs andiave issued oLrr repo( ihereon dated Novenrber 28' 20ll we conducted

""r-",,J;il" 
,"*ta*. *ith auditing sta dards generill) accepted in l{re Unitcd Srxtes of America and

irl. sta"J".a, 
"ppfi."uf" 

, financiat 
-aLrd 

its conta iire d in C ortrn nrc ntul -4 Lliting Statltlords. issued by the

Conpl.oller Ceneml o{ the UDited States.

Intenlal CoBtrol Over Financia, ReDortiie

I. olanninc and Derform;ns our audit. $e considered Mnnicipatity.s inlernal conlrol over financia]

.."iii" rl, u^liL, als;$in3 our rratr;ng procedures ror rhe purpose ofexpressing-oLrr opinion on the
'r;fi.,:i;;,;#;i;. il-,', io, ,r," p,,pis' "t e''p'es'lu3 an opinion on rhe effecrivcness of rhe

Ni;;l"lpJ;';iB;;",;luitas of tle io,,'mo,r*"alth of Puerto Rico imemal conrrol over financial

,"pJ,ig i"*.a;rgfy. ive do not express an opinion oD dre effecliveness ofthe Municipaliry's intemal

control over fi nancial rePoil;.)9-

our consideration of;nternal control ovcr iinancial reporting \\ds for the Iimited pxrpose described ;n rhc

nrecedins Damqraph and \as not de.igned Lo idenriiy all Jeficiencies in i lemal conlrol nver finrncial

:;;j;;=til;ii,, ie sig,,in",nL aeic;encies or mireriel \veakncsses and rherefore lhere can be no

;.d;;;" ;;;. ;if;";;i"nii"t' s;gnin*nr deficiencies' or malerial weaknesses have heen ;den1ified'

;;;; ;;il.iil ;,, tl'," 
"""i.pun:-,ing 

schedule of findings and questiooed costs we ;den1i6ed

"""1i" 
a"1"f.".". i" r"temal control over fi'nancial 

'eporting 
lhat we consid€r to be maierial weak esses

and other deficiencies rhat we consider lo be siSnificant deficienc;es'

^d"liciena)ini?rndl&lroleJ.istswhentlredesignoropemtionofacontrold{r€snotallow;";;;;;;;;; ; ";;rl"'"es, 
in rhc nomal cor'rre ol performin-: their assisrred-functions' ro prcvenr' or

;:1*I#"',.; ;;;i;.,t' o" 
" 

ii-"1" u"i' e nurariut i',aknc': is a deficiency' or 2 combination

"ii"ii"i*"i"..1n 
intemal conlrol such that there is a reasonablc possibiliry that a maleri'l misstatement

Iio"'.i,iril,Tir,""ii"i.iute,nent" *itt not le pre*enrcd' or ilerected-and tonected 
-on-a.timelv 

bash we

..rrio", *r" a"n"i""";". described irr the accompanring schedule of findirgs and questioned costs to be

material wealnesses as itens I l_01 to I1-2'

81
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Compliance and Other Matters

As part of obtaining reasonable assurance about whcther Mur;cipali'v of Bananquitas of the

Commonruealth of puJno Rico financial statements are f.ee of',,raterial misstalement, we Performed tests

oi ir, .o*ot;-"" tridr cermin pro!isions of laws, regulations, contracts' and grairt agreements'

,-".*rfiri"" tt Lft *nicl couta'have a direct and material effect on the delermination of financial

tili"-'-"err1, "r"*o 
However. pro\iding an opinion on compliance wirh fiose provisions t\as not an

ohiecrive of our audir. and accordingll. lve ;o nol e^press such ao opinion The rcsulls of our tesls

ii"r"r"a ;,"""*i 
"f 

*ncompliance-oi other matters that are required to be tepofted nndet Gowmlrcl

)riiQ iirri"i" 
^ra 'rhictrare 

dcscribed in tlre accompanving Schedule of Findings and Questioned

Cosls as items I l -03 thru 1 l-05.

We noted certain malters that we reponed to management of fie lvtunicipality of Barranquitas of the

Commonwealth of Puerto Rico, iu a separate tetter dated Novemb€r 28' 201 l '

The Municipalily of Bamnquilas of the Commonwealdr of Pueno Rico 
'esponse 

to the llndings

identified in our audit is described in the accompanyirlg s.hedu{e offindings and questioned cosls we

did not audil NlunicipalitY's respol:se and. accordingly. rve express no optnton on rt'

This report ;s irtended solely for lhe iflfornrat;on and use ol the Municipatity's management' municipal

[-*iiri*, 
".a 

f"a"."l 
"wariing 

agencies and pass lhrough entities and is not inlend€d to be and should

no-1be used by anyone other thaD these specifi€{parties'

Toa Aha. Puetu Rico
November28.20l I

Stamp No.2596738
\vas arTircd to the

ori$ualreport.

'). W- Ps'
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CoMttoNt!EALTH oF Pt ERTo Rlco
MUN!clPALlrY oF BARR tNQUir].s

Repo( oll compliancc t!i1h requirements that could Irave a direct and maaerial eflect oll each maior

program and on InternalControl over compliancc in accordance with OMB Circular A-133

June i0.201 I

To the Honomble Mayor
and the Municipal Legislature
\4unicipality of &narquilas
Barranq u itas. Puedo Rico

ComDliancc

Wt have audited lh. Municipality oI Barranquitas oi the Commonwealth of Pue(o Rico (ihe

Mrlnicipa]ity)comp!iancewitllthetypesofcompliancerequirementsdescribed'inllrne-ot4BCit.cularA.
t;S C'irrpiunr" ioppt",rerl that could have direct and material effect on each of the MuniciPlity of
Barranquitas olthe iornmonwealth ol'Puefo Rico najo. federal progrsms for the ]_ear ended June 30'

201 i. Municipalit-y's major Gd€ml p.ograms arc identitied ;n the Summary ofAuditor's Resuks Sect;on

oftne accompanying Sciredule of Findilrgs and Questioned Co$s. Compliance lvith the requiremen6 of
laws. regulaiioni. iontraos, ancl granti applicable to each oa its major federal programs is llrc

responsib'il;rr- ol Municipalilv's i',unog",.nt. Our 
'esponsibiliry_ 

is to express an opinion on

\lunicipalir'''( conrpliance based on our atrdit.

We conducted our audit olconrpliance :n accordance with auditing stardards Senemlly accepted in the

L,nited States of Ameicai ilre slandards applicable to financial audits cor$aircd in Govennent Aadiling

.ilaJarlr. ;ssued by the Comptroller General oflhe United States: and OlvlB Circular A-1i3"'{'rzl'lJ o/

Stotes, Local Co','einnetts, and Non-Proft Orgntli.otia t Those standards and OMB C;rcular A-i3i
."qriil tn"r t"" ptrn una perfornr tlre audit to obtajD r*sonable assurance about whether noncomplianoe

,uiit, tt," ryp"" oi*rptiance requiremenrs rcfcrred to above lhal could have a dircct and marerial effect

on a maloi fedenl piograrrt occurred. All audit includes cxanrining' on a test basis' evide[ce aboul

Municipiliry's conpliaice rvith those requirenents and perlornling such other procedures as we

considered necessary in the circumstances- iVe believc llut our airdit provides a reasonable bas;s for oLr

"p;ri.". 
O* audit does nor provide a iegal dete.mination of Municipality's compliance $;th those

Asdescribedilritelnsll-04andll.05intheacconrpanyingScheduleofFindingsandQuestionedCosts.
ihe Municipaliry olBarranquiras ofthe Coormoltwealth of Puerto Rico' did not comply with icq ireinents

.esardios casli manasemeD!. Dalis-Bacou AcL and financial leporting lhat are appiicable to its

f'J*tn"n';li o*aop,r_."t Block crarrt Srate Program' Compliance wilh such rcquirernents is recessary'

in our opinion. tor tire r\lunicioality. ro comply vith the requiremenfs aPplicable to ihal progmm

In our oourion. exeeot for rhe non.omplia[ce describ:d in lhe Preceding paragraph. the Mnnicipality of

ii""""q,l*. "iir," Common$erlrlr of Pueno Rico, contPlied' in all material respects- lvith rbe

"o.pf;;u"" 
."qu;t"r"no refened to abote lhat could have a riirect and mater;al effect on each of i1s

maior federal programs lor lhe year cnded Jtrne 10. l0l l'

s3
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lnternal Control Over Cornoliance

MaDagement oI Municipality of Ba.ranquitas of the Common\Yealth of Puerto Rico is responsible for

eslablishing and mai0rairing effective inlemal control oYer compliance with the rcquirements of iaws.

regulations: cont.acls, and iants applicable to fedeml programs. h planning aM performing our audit'

nJ considered MuDicipality's internal control over compliance rviah dre requirements that could ha'e a

direct and malerial effect on a major fede.al progrm to detennine dre auditing procedures fbr the purpose

of expr€ssing our opinion on comPliance and to te$ and report on internal control over comPliance in

accorlance;vith O-tvIB Circular A-i3i. but not for the pur?ose of expressing an opinion on the

etlectiveness of irrtemal control over compliarce. Accordingly. rve do nol express an opinion on the

effectiveness ofth€ Municipality's intemal control over compliance.

Our consideration of intenral cortrol over compliance u'as for the li'nited pu'pose described in rhe

preceding paragraph and was Dot designed to idefltify all deficiencies in intemal control ove' compliance

it ut ,r,igtit k .ignin"unt deficiercies or material weaknesses and therefore.lhe'e can be no 
'ssurance 

that

all defliiencies. significant deficiencies, or material weaklesses haYe been identified Ho\r'evcr' as

discrss.d below. w; ident;fied certaio deficiencies in intemal control over compl;ance that we consider to

be material weaknesses.

A defcietlc! i inte.tlconlrolowr(?nPliarceexistsi'thenthedesignoroPemtionofacontrolover
con;liancedoes not a,low management or employees. in the nofinal course of pedorming their assiged

funiions, to preven! o. delect arld correct. noncomPliance with a type of comPliance rcquirement of a

fedeml progmm on a timely ba.is. A naterkl wealoless il iternal co tlol oj-er cotllplicmce ls a

deficiency.'orcombiiationofdejicien";"..ininte.natcontroloverconrpliance.suchihatthereisa
reasonabie possibiliry that material noncompliance with a rype of compliance reqrirement of a fodeml

program rviil not be prevented. o. detecred aod corrected, on a timely basis. we consider &e d€ficiencies

in iite.nal cont.ol over compliance described in the accompanying schednle of find;ngs and questioned

.osts rs items 1l-01 and I l-02 !o be material w*knesses.

A signifcan, deficiency itt iltlc a! cotllr-ot over conplitmce is a deficiency. or a conlbinalion of
aefic]ericies. in intemai control over compliaDce with a type of compliance requirement of a federal

plogramlhatislessseverethanamaterialwealnessininternalcontlolovercompliancc.}et;mporrant
lnoigh ro merit attention by rhose charged with goyenrance. we consider the deficieocies in inrernal

cont;l oyer compliance deicribe-d in the accompanying schedule of findings and queslioned co$s as

ilems I l-03 to be a significant deficiency.

I\,lunicipaiiry's responses to ihe findings idenlified in our audit a.e describ€d ir the accompanyin3

scheduie oi Findings and Qnestioned Costs. we did not audit the Municipality-s responses and'

acaordingl]_, we exPress no oPillion oll thc responscs.

This report is intendeo solely for the in and use ofthe Mrnicipaliry-'s managemeot, Muflicipal

legislature. and fedeml awarding agencies 'through entities and is not intended to be aDd should

not be used by anyone oth* t2^"\

Toa Alta. Puero R;co
November 28. 201 l

Stamp No.2596739
\Yas affixed to the

origirralreport.

W- fs'

EnexIrzj,tntE cl,t psc



COM}IONWEALTH OF PUERTO RICO

MuNlclPALlrY or BaRRANQUITAS

Schedule ofFindings and Questionei Costs

June i0.201 l

Unqu3lified

Financial Statemonts

Tlpe ofauditors repon issued:

Intemal control over financial reporing:
Material weakness (es) identified?

Si!nilicant defi ciencv ties) identrfi ed
-not 

considered to be materiat weakness:

Noncompliance material to fi nancial statemenls

noted9

Federal Awards

Intemal Control over major progmms:

Material weakness (es) identir;ed?

Siqnificant deficie cy (ies) identified

flot cons;dered to be malerial wealnesses?

Type ofauditor's roport issued on compl;ance

For major progmms:

Anv audit findings disclosed thal are required

to be rePoned in accordance with

C;rcular A- 113. Section .510(aY

Identifi cation of majo. Programs:

_ Lyes

X yes

__ L yes

)es X Done reported

____X_yes 

-no

Name of Federal Proemm orCluster

Communit] Development Block Granlsmall c;ties

Section 8 Housing Choice Vouchers

CFDA Numbe(s)

14.228
14.871

Dollar threshold used to dislinguish

Between Type A and TYPe B Programs:

Auditee qualified as low-risk auditee?

- 
Yes 

-L 
none reported

Qualified

$100-000

Xno
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MUNICIPALITY OF BARRdI.iQUITAS

Sclredule ofFindings and Questioned Costs

June 30,201 I

Sectior II - FINANCIAL STATEMEN-T FINDINGS

The cu.rent year findings and q estioned costs were

discussed rvith the Municipality's management which

geterally concurred with our comnrents and

recommendations. The Municipaliry of Bafi'anquitas of
the Co,nmonwealth of Puerto Rico will 

'espond 
to the

fotlowing firrdings through the issuance of a separate

lette. addressed to the Cognizant Agency

11-OT Df,FICIENCIES IN THE UNIFORIT ACCOUNTING SYSTf,M .{ND OIIHER

ACCOUNTING RECORDS

The Uniform Accounting Syslem (UAS) and the accorrnting records curently used by the Municipality do

noir,ur" irr" n""".rr.y Jup;b;litie;, procedures, illlemal controls and records to ensure acculale financial

."po.ting 
"na 

to p,"p"." ile Vunicipality's basic financial statements and federal programs' reports in

"Jrio.*''i-* 
*idt .i""ornting Principles Ginerally Accepted in the United States of^America for state and

I-o*-f Co""-."rrs tCaail. fna Ues is a system promulgated by the Office ofthe Commiss;oner of
MuniciDal Affairs ofPuerto Rico (OCAM. by its SPanisli acronyms), a governmental ent;ty crealed by law

to pro"'iae t."t nical assisrance ro the muniiipalities of puerto Rico in seveml administmtive and fiscal

mafters.

The Municipality's UAS nostly Provides for the recording ofrevenue collections, disburcemenls and olher

timited traasactions. hr addition. the accounting records are not fully integated, and a double entry system

i. noig."".ffv foffo."a. Accounting records are maintained on the cash basis ald budgetary accounling

b"."" it*,o ""*unting 
bases tha! diff;r sigD;ficantly from GAAP) and do not comply lvith stateme't No'

34 of tire Govemmenial Accoufl.ing Standards Board (GASB 34), as arnended'

The aollowing specific addirional cond;tions were noted in retation to the UAS ofth€ Municipalit':

r The UAS does not have the capabilities of: (i) distinguish betleen expeflditures (expenses)

incurred and encumbered, (2) recording and processing all rypes of capital asset tsansactions'

p.incipally the accornting oiieprrciation and anrortizalion expense. (3) recording and processing

allrnnsaitions related ro revemres s!sceptible ro accruat(accounts receivable)and, (4) recording

urj p.o""..ing tmnsaclions retated to long+en' debl, inclrrding- bonds and notes payable'

oii;gltio^ uni"t capital leases,..."*". fot fedeml cost disaliowances' legal claims and

judiments, compensated absences, estimated liability fot municipal solid waste landfill closure

and post-c losure maintenance costs,gtc.

. No adequate yeaFend closing Procedures are made !o account for all transaclions affecling all

.Noadequaieseg.egationismadebei-_eenitemsrepresentingactualaccounrspayableandthose
."p."""r,ting or;tuia;ng encumb.ances. Accordingly' material amounls of unre€orded liabilities

are generally recorded at fiscal year-end.
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. No adequate and complete accourliing records are kept for inler-firnd balances and tmnsaclions'

. The audit adjustments resulting from Single Audits are notcompletely Posted in the IJAS'

The basic financial statements of the MuniciPality must be prepared using the financ;al information

obtained from vadous municipal depaftments and accounting records outside ofthe officiai UAS' and

from information obta;ned from regulators and independent third parties

CRITERIA:

Article 8.010(b) ol Law No. 8l of Aogust i0' 1991. known as the Aulononous Mnticipalities Act of
Puerto Rico (La* No.8l), slates that thl Municipaliry_ nttlst mainlain its fund accounting in accordance

with Accounting Principles Generally Accepted in the United States ofAmerica (GAAP), as promulgated

by ih" Gou"*,i"ntul Accounting Siandards Board (GASB), the National Committee- on Govemmefltal

,(ccounting (NCCA) and the 
-Govemmental Accounting, Audirirg and Financial Reportirrg book

(commoniy known as Blue Book).

In add itio!, Adcle 8.0I 0(c) of Law No. 8 I states that un iform accountiog system used by the Mun icipa'ity

must (1) Foduce reliabt reports and financial statements. (2) provide complete information abour the

."ruts'oi 'op"ot;on. of tbe Municipality, a d (3) include ahe necessary intemal controls to account all

funds, capitalassets and other assets ofthe Municipality.

Due to the conditions referred to above, the prepa'ation ofthe Municipality.s basic financial statementJ as

ofand for the fiscal )€ar ended June 30. 2Ol i .',as more difTicult and less efiicient than \\ould have been in

o.ain"ry 
"i."urnrtun""s. 

A significant amount ofadjusting entries had to be made to 
'he 

financial data and

rcpofts;rocessed th.ough thaUAS in order to properly account for unrecorded iransactions and ro co.rect

irjn."",ion. .."ora.a ;r"rhe wrong accounting period. Since the accotrnts and other accounting records of

th" U;S r* not designed to pro:viae att Oi information necessary to prepare the Municipality's basic

i*"*iui ,trt"r"nt, m-" uunicipa,ity had to obtain and process financ;al data from several sources outside

theUAS.Thesecon.litionsrepresentmateriallveaknessesinrheMunicipa]ity'sintema|con!,olsover
financial reporting.

CAUSE AND EFFECT:

These ronditions occured because the accounting system cur'ently used by the Municipality has not been

opdated in oue. i 5 yean and, accordingly, the Municipalil, has not im!'!emented an ac€ounting system in

Jrpii"n"" *;,r, tr'ti *r."nt accountiDJ;odel established by GASB Statement No .34'.as 
amended The

coDtinued failure to have an adeqriate accounting system does not allow the Municipality to have t;mely

and accurate financial informatior for its decision maki,8 process'

RECOMMENDATION:

We recommend the Municipality to explore diferent alternatives for the implementation of a ne\'!'

eccountirg system in compli;nce wilh all applicable federal and local laws and re8ulations' This process

.frorfa lnirif" only acco;rting systems tlut will enable the Municipaliry lo prePare its basic financial

liui"..nir ;r, 
" 

ri.lry *anner lni in 
"onfonlity 

with GAAP. The systems to be evalualed must provide
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thenecessaryfinancialinformationthativillserveasihebasisfortheeflectivecontrolofrevenues,
;til;r;;;;L, assets and tjabiliries, and rhe reporting of such items in rhe Municipatity's inancial

statements. including:

.TheirnplehentationofadorrbleentryaccoLrrrtingsystem.tlteintegraiionofallsubsidiary.ledgers
and the reconciliatioD with the records mainta;ned for lederalfundsl

. The preparation of periodic financial rcports to be submitted to the Director offinance' the Mayor'

rhe Municipal tegislalure and rhe federal grantors: and

o Adequate training to all accourlting p€rsonnel to improve the nderstanding ofthe system and to

promote oPerational eifi ciencY

The DeDartment of Finance rnust esrabl;sh and document new accounting policies and proc€dures

^iJ."rJ. """""i 
rrr" 

"on-cornpliance 
siruations referred to above. Accounting pol;ciesand procedures

liJit-u. ororuteur"d uv an appropriate level olmanagemenl to emPhasize lheir inportance and aulhor;D

il;;r;;fi;;t;ch aiiounring poticies a.,rd pricedures shait be updared periodically according ro a

predetermined schedule-

11-02 INADEQU.ATE DOCUMENTATION OT MONITORING AND FRAUD PRXVENTION

ACTTI'ITIES

As part ofour evaluation of intemal conrrols ofthe Municipality rve noted that $e Municipality have not

aesioned- documented nor ptaced in opemlions specific intemal controls and Procedures designed lo

".""""rif"ra ""J..*1" .vJ". of , i.upptoptiur;on ofassels. including certain skuarions that may lead to

ilil; iil;; tu*Jili "p..r"j.' 
ti additio[, does not keep verifiabte recofds of the resuhs ol

,"".iJ"*-r"]rlti". performed to aioid embezzlement and tbe identification and evaluation of the

iiii"""i ,i""r .r mri.isk factors associated w1h the Municipaiity's core processes.-The aforementioned

;;;;i;;;l;";;;erial rvealnesses in the Municipalitv's intemalcontrols over financial reporting.

CRITERIA:

Article 6.004 of Law No El of Augu$ 30' 1991, known as the lrlo nonous Manicipalitiss Act of Puefto

n., rl-^, f"o. 8l). states the Mun]cipalitl shati perform interventions' audits and monitoring activities

"* 
jrI.r"i"i*L ir"*ilons financed *irh public hrnds, inctuding: (l) the acquisidon, use and disposition

;i;;;i;;;;:, (tii;;;;;"iions and op",aiio.s of all administrative units (mun;cipal departments)' and

ij) uii"".orno. r..ota.. books. contmcts. budSets and any odrer llnancial activilies

CAUSE AND EFFECT:

These conditions arose by the lack of effective controls and procedur€s for ihe evaluation of significant

i.t f""-. 'r'rrr 
nl*;"iial areas, the lack of prop'"r planning of continued monitoring activiti€s' and the

ir.r orp-per aro.utio' ofhu-an -"ourc's aid iime schedules to perform the activities 
'equi'ed 

bv law'

ii""" *nii ior.. if not corrccted. nlay increase the risk of instances of material unforeseen erors and

*i,grr"aii".-ir1ii ,"v *, t" detect;d in a timelv manner bv the c$rrent intemal conkols of the

Municipality.
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RECOMMENDATION:

We also recommefld the Municipality to prepare a tuanual ofpolicies and procedures specifically designed

ro Drevent and dete.t fraud. The Municipalir] should atso keep formal documentation of all fraud

;;J;;;; ;;; rnonitorin.e activities peiormed bv managernenl including lhe idenrification and

i"rir"ri* 
"i"rr 

i."J,irf-f""to.s. F*rd risk assessments should be reviewed periodicall), to consider

changes in the operating policies of the Municipality and the control environment'
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schedule ofFindings and Questioned Costs

June 30.201 I

Sectiotr III - Federal Award Findings and Qnestioned Costs 
.p.qruln Findings/NonconrDliance Recommendations Ouestioned Cost

All Federal Programs I I-03 FINANCIAL REPORTING

Statement of Condition:

Our review olthe single audit reporting package and data

collection lonn for eaih ofthe two prior years submified

to Federal Audit Clearinghouse (FAC), disclosed that one

year was submitted alier the reqoired submission date' as

detailed below.

Edsd
Ju.e 30,2009

Crit€riai

Accordins Io OMB Circular A-l3i sectiort 320. Repon

submissiin. the audit shatl be compleled rnd the data

collection form described and reporting package shall b€

submitted within the ead;er of30 days after tEceipt ofth€

audho/s repor(s), or nine months )ffer lhe end ollhe audit

neriod ,rrless a lonser oeriod is agreed to in advance by

ilr" .omi-nt or 6versight agcnc) for audil Unless

resrricti-d by la$ or regutalion. lle audilee shall mak€

copies available for public inspection.

Cause and Effect:

This conditioo occured because the Municipalily has not

adooted adequale illleflral controlt and procedures

deskn€d to enstrre lte limely submission ol progams

rePorts.

This condition. if not corrected' may increase the risk of
avoidable instar:ces of material non-compliances with the

laws and regulations applicable lothe Progam

Recommendation:

lhe MuniciDaliw should mprove exisling procedures 10

ensure the tirnell submission of the single Audil

ReDortina Package and Dala Colleclion Form in order to

compll iirh Federal regulalion Also. rhe MuniciPalir)

Doe

Dalg
March 31, 2010

Datc
Submitted
April9,2010

Past Duc

&J!
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Proqranr Findin!$Nonco,npliarce Recommendations Ouestioned Cost

NONE

SSGP
CFDA No. 14.228

should consider implementing a reporting calerdar to

rainmin all oersonnel aware ofLhe reponi gdeadlinesof

*.r, federai financial reporl. lhis lvitl provide an

additional tool to helP dle MuniciPalitv ;n complying with

the federal regulation

II.O4 FEDERAL CASH MANAGEMENT SYSTEM

Statement ot Condition:

The Municipalib has Dot established effective ca\h

managemenl procedurcs During otlr revie\t of le

request of Iunds perfomed during ihe fiscal year' tte

noted the fol lowiflg defic iency:

a. From 96 request oftunds performed during the 2010-

20ll fiscal year anounling to $1.491,J60' 6l (64%)

disbursemeflts amountiig to $1.064,479 maintained a

delay of 3 days or more beaween the funds receipt date

and the disbursement date.

Criteriar

Proqram grant dgreement ectablished lhat lhe

Mu;icioaliry shoLld minimize lhe lime elapsing bet\ een

tl,e reciipr and rhe d;sbursement of funds Such p€riod

shallnot exceed three (3) daYS.

Cause and Effectl

This condition arose because lhe Municipality has 
'rot

irnDlemented sDecific inlemal conlrols and procedures

delisned to minirnize rhe time elapsed betueen lhe time

whei drawdorvns are made aod the subsequ€nt time when

disbursement of federal funds are carried out This

condition increrses the risks of avoidable interest inconle

and instances of idle cash balances in the progiam's bank

Recommendation:

I accordance B'iih fedeml regulations, the Municipality

should estimate dra*down's ofFedeal funds as closely

9l
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schedule ofFindilrgs and Questioned Costs

June i0' 201 l

Findines/N_oncomDliance Recommendarions

as Dossible to the actual disbursements. The Municipaliry

should established procedures to Ininimi?e the lime

elapsing between dmwdowns and disbuBements'

FINANCIAL REPORTING

Statenrent of Condiiion:

Our rcview of the Program Income Quarterly Report

submitted to Office ol the Commissioner of Municipal

Affairs (OCAM), disclosed tha! it was submitted aft€r the

required submission date, as deta;led below'

Ouestioned Cost
Prcqram

SBGP ll-05
CFDA No- 14.228

Due

&!e
April30,2011

Date
Submitt€d
May 19,20X1

NONE

Past Dre
&!!
19 days

Quarter
E!C!d
March 31,2011

Criteria:

Accordins (o OCAM Circular Memorandum :00&ll
Pmqram income quaflerly repons must be submined to

oCiM q'irhin the nerl Inonth after lhe end oflhe quane'

period.

Cause and Effect:

This condition occurred hcause the Municipality has not

adoDted adequale inlemel conlrols and procedures

.l"sipned to ensurc lhe timely submission of progmm

reoois and r}e lact ofadequale rraining and juPervision

oflhe nrunicipal employees in charge oflhe prepamrion of
the alorementioned rePorts.

This condition, if not correded, may increase the risk of
avoidable inst nces of material non-compliances with the

Iaws and regulations applicable to the Progam'

Recommendal;on:

The MuniciDslilv should impmve exislirrg procedures ro

ensure the Iimelv submission of lhe Program Income

nuanerlv reoons. i1 order to comply uilh l'ederal

|..gulation. itso. the Municipality should consider

im-olementing a reporlin3 calendar to maintain all

peisonnel aware of rle rcpo(ing deadlines ofeach federal
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- a.aru* Findinqs/NoncomPliance Recommendations Ouestioned Cost

financial report This will provide an additional tool to

- help the Municipality in comptying rlith the federal

regulation'

- 
Total questioned costs Lj

_
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Summary scfiedxle of prior years audit findings

Fiscal Year2009-2010
.lune 30.201 I

Trre tollo\linp, schedule conlains lhe finding nurnber and litle -of 
each of the lindings

included in riie Repor on Compliance and on Inremal Control Based on an Audrt ot

il;;;;i ,d;." iinancial staiements Perrormed in Accordance with Govemment

n,aitiro Sti"a*a. for the Fiscal Year ended June 30' 2010 Under the heading

Conec,i-ve Action Taken there \\ill b€ lhe follolving:

FR- Fully resolved (indicating tlle corrective action plan was fully

inplenlented).

PR_ Panialty rercl\cd (indicaling the correctile aclion 
-Plan 

sas

pa(ially implemcnLed and lhe finding repeated rn llscal year

20i 0-201 I ).

NR- Not resolved yet. Finding repeated in fiscal year20l0-201l'

Finding
Number

I0-01

t0-02

l0-03

t 0-04

Corrective
Action Taken

NR

FR

PR

FR

Tirle

Deficiencies in the Uniform Accounting System aod

other Accounting Records

Inactive and unnecessary funds

lack of monitoring and fraud Prevention
activities

Deficiencies in accounting.ecord of capitsl assets

94



CoIIMoNwEALTH oF PUERTo Rlco
MUNTCIPALITY OF BARRANQUTTAS

Summary scledule of prior years audit findings

Fiscal Year 2009-2010
June 30.201 I

The followine schedule contains the finding number and title of-each of lhe find,ings

inctrrded in rlie Reoon on compliance wirh the Reqniremenrs Applrcable to Eacn lvrajor

iili.Tl]i 
""j,r,".i,,1 

c"rt or-oi", co',pr;"*";" ac-ordance $ith oMB circular A-ljj
i;:;;:'ili il;;,a"d'1,"" ;0. :orb under tlre headins corrective Acrion raken

therE willbe the following:

FR- Fully resolved (indicating 1he correctite action plan rvas lully

inplenented).

PR- Paniall\ reeol\ed (indicating the correcti!e action plan \\as

prniriii inlpl.r,*,.a ard lhe findins repeared in fi(cl )ear

2010-201 r ).

NR- Not resolved yet. Finding repeated in fiscal year 201 0'201 I

Findirg
Number

I0-05

r0-06

l0-07

T;tIE

Financialreporting

Financialreporting

Federal cash management s)/stem

Corrective
Action Taken

FR

FR

NR
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The following schedule contains the finding number and title of each of the findings

included in tf,e Report on CompliaDce and on Intemal Contol Based on an Audit of
General Purpose Financial Statements Performed in Accordance with Govemmen!

Auditing Standards for thc Fiscal Year ended June 30. 2009. Under the heading

Corr(ctjvc Adion Taken lhere will be the followinS:

FR- Fully resoh'ed (indicating the corrective action plan was fully
implemented).

PR- Partially resolved (indicating the cor.ective action plan was

partially inplemented and the finding repeated in fiscal year

2010,201l).

NR- Not resolved yet. Finding repeated in fiscalyear 2010-2011.

CoNtltoNwEALaH oF PUERTo Rlco
MUNICIPALITY oF BARR NQUITaS

Sumfiary schedulc ofpriory€ars audit findings
Fiscal Year 2008-2009

June 30. 201 l

Title

Deficiencies ;n the Uniform Accourlti[g System and

othe. Accourlting Records

Inactive and unne€essary funds

monitoring and lraud prevention

Deficiencies in aeounting record of capital assets

Finding
Number

09-01

09-02

09-03

09-04

Lack of
activities

Corrective
Action Taken

NR

FR

PR

FR
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The following schedule contains the finding number and title of each ol the findings

included in thi Report on Compliance with the R€quirements Applica!1e !9 Ea:h 
Yla.l-oi

Program and Intemal Control over Compliance in accordance with OMB Circular A-133

i"iirl" rir*r Year ended June 30, 2009. Under the heading Conective Action Taken

there wiilbe the folloving:

FR- Fully resolved (ir)dicating tlle conective action plan was fully
implemented).

PR- Panially reso,ved (indicating the corrective action plan was

pa(ially implemented and the finding repeated in fiscal year

2010-2011).

NR- Not resoived yet. Find;ng repeated i fiscal year 20l0-201l'

Finding
Number

09-05

09-06

09-07

09-08

09-0s

09-10

Titl€

Intemal Contol

Financial reporting

Finaocial reporting

Fedeml cash management syst€m

Davis-Bacon Act

Earmarking requ;rement

Corrective
Aclion Taken

FR

FR

FR

NR

NR

FR
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