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f?rGoszerrz Tonnrs & Co. CSP\i{ c"rtitieo Public Accountants and Consultants

INDEPENDEI{T AUDITORS' REPORT

The Honorable Mayor, Members ofthe
MuDicipal Legislatue of
the Muicipality of Cabo Rojo
Cabo Rojo, Puerto Rico

We have audited the accompaoying finaDcial statemeots of the goveromenlal activities, each
major fund and &e aggregate remaidng fuDd inforrtration of the AutonoBous MuDicipality of
Cabo Rojo of the Commonwealth of Puedo Rico (the 'Mudcipality"), as of and for the year
ended June 30, 2011, which collectively compise the Muicipality's basic finarcial stat€merfs
as listed iD the table of contents. We have also audited the accompanying statement of revetrues
and expenditues - budget aud actual - budgetary basis - general firnd of the municipality for the
fiscal year thetr ended, which is presented as part of the basic financial statements. These
finaDcial statements are the resporsibility ofMunicipality's management. Our responsibility is to
express opinions on these finarcial statemetrts based on our audil

We conducted our audit in accodance with auditing standards generally accepted in the United
States of Amedca and the standards applicable to financial audits contained in Govemmental
Audititrg Standards, issued by the Comptroller General of the United States. Thos€ standads
require that we platr and perform the audit to obtain reasonable assuranc€ about whether the
financial statements are fiee of matedal misstatement. An audit includes examining, oD a tesl
basis, evidence supporting tbe amounls aqd disclosures in the fillaocial statemenis. An audit also
includes assessing the accotmting pdnciples used and significant estimates made by
management, as well as evaluating the overall financial statemeft Fesentation. We believe tbat
our audit provides a reasooable basis for our opinions.

In our opinio4 the financial statements refened to above pres€nt faily, iE all materiat rcspects,
the respective fimncial trnsition of the govemmeatal activities, each major fimd, atrd the
aggegate remaining fimd bfomation of the Autonomous Municipality of Cabo Rojo of the
Commonwealth of Puerto Rico, as of June 30, 2011, and the respective changes in firancial
positioo" therEof for the year theD ended in conformity with accounting principles generally
accepted in the United States of Amedca- In additio4 in our opinio4 the financial stale,nents
referred to above present fairly, in all material rgspects, the budgetary results oflhe general fimd
for the fiscal year then ended in coafomity with the budgetary (statutory) basis of accounting, as

described in Note I to the accompanyirg basic financial statgmerts

Rio Piedras Heights, Ca e Tinto #1733, San Juao, PR,N92G3252
Tel. Q87)3O6-7?77 Fax (787) 625-9803



I]\IDEPEI{DENT AUDITORS' REPORT (CONTINUED)

In accodarce with Govemmetrt Auditing Standards, we have also isslred our report dated March
1, 2012, on our consideration ofthe Municipality's intemat contol over financial reportiug and
orl our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matte6. The purpose ofthat rcport is to describe the scope of oul testing of
intemal control over financial reporting and compliance and the results ofthat testing, and not to
provide an opinion on iDtemal c!trtol ovq finaocial reporting or on complianc€. That report is
an integral part of an audit perfomed in accordancc with Govemment Audititrg StaDdards and
should be considered in assessing the results of our audit.

Accouoting prilciples generatly ac.cepted in the Udted States of America rcquirc that the
malagemetrt's discussion on pages 13 tbrcugh 29 be preseoted to supplement the basic financial
siatements. Such information, although not a part ofthe basic finalcial statementg is requircd by
the Govemmental Accormting Standards Boad, who coasiders it to be atr essential part of
financial reporting for placing the basic financial statemeffs in an apgopriate operational,
economic, or historical context. V/e have applied certain limited gocedures to the required
supplementary information in accordance with auditing standa.ds generally accepted in the
United States of Americ4 which consisted of inquiries of management about the methods of
prepadng the iaformation and compadng the infomation for consistency with manrgement's
respoases to our inquiries, the basic financial statements, and other knowledge we obtained
du.ing our audit of the basic financial siatements. We do not express an opinion or provide any
assurance on the information because the limited procedures do aot provide us with sufrcient
evidence to exprcss an opinion or provide any assurance.

Our audit was cotrducted for the purpose of forming opinions on the financial statements that
collectively comprise the Municipality's financial statements as a whole. The introductory
section, combining and individual nonmajor fimd fimncial statemeots and slatistical section, are
pieseded for purposes of additional amlysis and are not a required part of the finaocial
statements. The accompanying schedule of expenditues of federal awards is presented for
purposes of additional analysis as required by U.S. Gffic.e of Management and Budget Circular
A-133, Audits of States, l,ocal GoverDments, and Non-Profit Organizations, and is also not a
requircd part ofthe financial statements. The combining and individual nonnajor fi.md financial
statemetrts and the schedule of expetrditures of federal awzrds are the respoosibility of
management and were derived &om and relate dfuectly to the undsrllng accouoting and other
rccords us€d to prepare the fiaancial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statemefis atrd certain additional

inctuding comparing and reconciling such information directly to the underlying
accormting and other records used to prepars the financial statemelts or to the filancial
statemeots themselves, and other additional procedures in accordance with auditing sfandards
generally accepted in the Udted States of America.



INDEPENDENT AUDITORS' REPORT (CONTINIIED)

In our opinioa, the infor,atioo is fairly stated in ar material respects in rclation to the financial
stalements as a whole. The introducrory and statistical sections have not been subjectod to the
auditing proc€dures applied in the audit;f the basi" fi;i"l ,t"t"rr;; -f,-ui*rtiogry, rr," ao
Dot express atr opinion or govide any assurance on them.

Satr Juaq Puerto Rico
March 1,2012

Stamp No. 2632024 ofthe puerto Rico
Society of Certifi ed Public AccouDtants
was amxed to tbe original ofthis repon-
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COMMONWEALTH Otr' PTIERTO RICO
AI TONOMOUS MUMCIPALITY OF CABO ROJO

MANAGEMENT'S DISCUSSION AND ANALY$S
YEAR ENDED JTTNE 30' 2011

This discussion ard anatysis ofthe Autonomour Mudcipality of Crbo Roio (rhe Municipality)

finaucial perfonnance provides an ovelview of the Municipality's financial activities for &e

fiscal year ended on June 30, 2011. This MaDagemed Discussion and Aoatysis (MD&A) should

be read in coojunction with the accompanyilg basic finarcial stat€medts atrd the a'companyiog

ootes !o thos€ filatrcial statements. Besides, this document iDcludes comparative data with prior

year as this iDfomation uas available for the fiscal year ended oo Jutrt 30, 2010- This MD&A is

;rcparcd h order to comply with such pronotmcement and among other purpos€s, to provide the

finaocial statements users with the fotlowing major information:

l. a broader basis in focusing important issues;

2. acknowledgement ofao overview ofthe Municipality's finsncial activities;

3. provi&s for an evaluation of its financial condition as of the end of trscal year 2010-2011

comporcd with prior y€ar results;

4. idetrtification ofuses offimds itr the financing ofthe Mulicipality's variety ofactivities and;

5. assess mrnrgement's ability to handle budgetary filnctions.

FINANCIAL EIGHLIGIITS

The financia.l condition and results of operalioDs as reflected in the financial statements prepared

for fiscal year 2011 constitute factual evidence of the Municipality's economic strenglh by the

end of such year. The following commeots deserve special meltion:

l. Total assets of the Municipality amounted to $ 110,022,990 wtich represents an increase of
10% comparcd to prior fiscal year.

2. At the end of fiscal year 2011, total liabilities amouDt€d to $41,974,674. Out of said amount'

$35,301,457 coresponds to long{erm liabilities of which $26,375,000 represented the

ou8tanding balance ofbotrds and notes issued- The Mrmicipality continued to meet atl debt

service requirements, most of*hich u/ai paid faom selfgeneraled revenues.

3. Total oet assets ofthe Mutricipality amouded to $68,048,316 which repres€ots an ind€ase of
I l% comparcd to pdor fiscal year-

4. Total revenues available for the financing of activities as rcflected in the Statement of
Activities amounted to $31,148,645, dedved for the following sources: $206'096 Aom

charges for services; $2,203,787 iom operating grants and cootributioN; $4,184,535 from

capiil grants and contributions obtained from other sources, atrd $24554'227 from Eeoe'al
revenues available.

4



COMMOI{WEALTE OF PIIERTO RICO
AUTONOMOUS MUNICIPALITY OF CABO ROJO

MANAGEMENT'S DISCT'SSION AND ANALYSIS (CONTINIJED)
YEAR ENDED JIJNE 30,2OT1

NNAITCIAL HIGHLIGETS (CONTINUf,D)

5. Total expenses incurred to aford the cost of all fimctions and progaos as reflected in the
Statement of Activities amounted to $24397,78 I .

6. As reflected in the Stat€ment ofActivities, the cudent fiscal ye€r operations contributed to an
inq€ase in the Net Assets figure by $6,750,864.

7. As of the close of the curent fiscal year, the Municipality's Govemmental Fuds reported
combined erdiry fund balanc€s of$22,599,335.

8. In the fimd financial statements, the goveamental activities rcveDue deqeas€d $'1281,129
(or l9lo), and govemmental activities expenditures inoeased by $5,a84,915 (or 160/0).

9. As the end ofthe curent fisca.l year, the Municipality's geneml fimd (the primary operating
fimd) reported a tutrd balance of $i,10,411 comparcd to a fund balance of $382,575 in the
prior fiscal year.

10. The actual General Frmd budgetary activities rcsulted in an uofavorable balance of
($2,s07 ,7 46).

FUNDAMENTALS OF FINAIICIAL STATEMENTS PRESENIATION

The new approach used in the pr€sentatiotr of the financial statements of the Municipality is
based oo a govemment-wide view of such slatements as well as a pre,sentation of individual
finds behavior during fiscal year 2011. The combination of these two p€rspectives provide the
user the opportunity to addr€ss sigdficaDt quesions concemiug the conteDt of said finaocial
statements, and provide the basis for a comparable analysis of future years performance- The
comparative analysis is a meaningfirl and usefi{ management tool fol mrmicipal mrnagement ir1

the decision making process.

Under the aforcmentioned approacb, assets and liabilities are recogized using the accrual basis
of accouting which is similar to the method used by most private eoterprises. This meam th*
cureat year's revenues and experNes are ac{ounted for rcgardless of wien cash is teceived or
paid.

FINANCTAL STATEMENTS COMPOI{ENTS

The basic firBrcial statements consist of the govemment wide finarcial statements, the major
f,m& financiat statements and the Dotes to the financial statene s which provide details,
disclosure and descdption ofthe Eost important items included in said statements.

The Stateme of Net Ass€ts reflects informdio! of the Municipality as a whole on a
cotrsolidated basis and provides rclevant inforffation about its financial stuength as reflected ai
the eod ofthe fiscal yea..



COMMONWEALTE OF PI]ERTO RICO
AUTONOMOUS MUMCIPALITY OT CABO ROJO

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
YEAR ENDED JIJNE 30, 201 I

USING TIIIS ANNUAL REPORT

This annual rcport cotrsists of a series of new financial statements with a change itr the focus
from previous financial staleBents. The new focus is on both the Muicipality as a whole

Govemment-wide) and the major individual fuids. Both perspectives (govemme,nt-wide ,nd
major firnd) allow the user to addrcss rele\anl questions, broaden a basis for comparison (year to
year or govemment to govemment) and eDhance the Municipatity's mcoutability.

GOVER}IMEMENT _ WIDE flNANCIAL STATEMENTS

The Govemment-wide FiDancial Stalemeots arc designed to provide users of the fiaancial
statemetrts with a broad overview ofthe Municipality's finances in a maone. similar to private-
sector compaoies.

The Statement of Net Asset presents information on all of the Mutricipality's assets atrd

liabitities, with the diference between both reported as tret assets. Over time, iacreases or
decreases iD net assets may serve as a usefirl indicator of whe&er the financial position of the
Mrmicipality is improving or deteriorating.

The Statement of Activities pres€nts infomation showing how the Municipality's net ass€ts

chaoged dudng the most rece fiscal ye3r. All changes in tret assets are repoded as soon as the
udsrlying event giving rise to rhe chaDge occurs, regardless of the timing of the related cash

flors. Thus, revenues and expenses a.e repo ed in the Statement of Activities that will ody
result in cash flog,s in future fiscal periods. The Stalement of Activities is focused on both the
gross and net cost of various activities, which are provided by the government's general t x aod
other revenues. This is intended to suo.uradze aod simpli& the user's analysis of cost ofvarious
govemmental services.

FII}{D E'TNANCIAL STATf, ,MENTS

The Fund Financial Statements provide detailed infomation about the Municipality's most
sigtrificznt fimds, not the Municipality as a wlole. The Municipality has only one kind of fund
which is the govemmental firnd-

Govemmental firnds are used to account for essentially the same fimctions rcported as

governrnental activities in the Govemmetrt Wide Fiaancial Statements. However, rmlike the
Government Wide FiDrDcial StatemeDts, Goverlrmetrl Fund Financial Statements, focus on near
term iollows and outflows of spendable iesources, as well as on balanc€s ofsperdable resources
available at the end ofthe fiscal year. Such information is usefirl in evaluating the Muoicipality's
oear terrD financial requirements.

Because the focus ofgoveromental firnds is narrower than thal ofthe govemment wide financial
statements, it is usefii to compare the information presented for goveomental funds with similar
infomatioD presented for govemmeotal activities in the goverDme[t $,ide fii]arcial statements.



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MIJIUCIPALITY OT CABO ROJO

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONIINWD)
YEAR ENDED JIJNE 30, 201 T

tr.UND FINANCIAL STATf, MENTS (CONTINIJED)

By doing so, users ofthe basic financial stalements may b€tter uaderstand the lory-term impact
of the Mwicipality's near term financial decisions. Both of the Govemmental Fund Balance
Sheet and the GoverDmental Futrd Statement of Revenues, Expetrditurcs and Changes in Frmd
Balaaces provide a reconciliation to facilitate this comparison between governmeltal fimds and
govemmental activities.

INTRASIRUCTI'RE ASSETS

Historically, a government's largest group of assets Gnnastructue-roads, bdfues, undetground
pipes [unless associated with a utility], etc.) have trot been reported or deEeciated in govemment
financial statements. GASB 34 requires that these assets be valued and rcported within the
Govemmental colurna of the Govemment-Wide Statemeots. Additionally, the government must
elect to either (a) deFeciate these assets over their estimaled usefirl life or (b) develop a system
ofasset mrn"gement desi$ed to maintain the service detivery potential to near perpetuity. Ifthe
govemmeot develops the asset man2gement systeD (the modified approach) which periodically
(at least every tiid year), by category, measues and demoostrated its mainterance of locally
established levels of servic€ standards, the government may Ecord its cost ofmaiateoance in lieu
of depreciatiou. The information about the caDdition and nmhtenanc€ of conditioo of the
government infi'asEucture assets should assist finaDcial statement u.€ts in evaluating a local
govemment aod its perform,mce over time.

According to the rcquirEments of GASB 34, the govemmetrt must elect to either (a) deFeciatE
the aforementioned assets over their estimated useful life or @) devetop a system of asset
management desigDed to maintaitr the servic€ delivery to near perpetuity. If the govemment
develops the asset management systeE, (the modified appoach) which pefodically (at least
every lbrce years), by category, measures and demonstrate its maintetraDce of tocally established
levels of service standards, the govemment may record its cost of maintenaoce in lieu of
depreciaiioD. In this particular respect the Mufcipality has elected the use of recognizing
depreciation under the usefirl life method and it contemplates to contiDue this treatment on said
basis.

FINANCIAL ANALYSIS OF TEE MT'MCIPALITY AS A WHOLE

Net Assets

The Statement of Net Assets serves ss an important indicator of the Muicipality's financial
position at the end of the fiscal year. IIl the case of the AutonomoN Mutricipality of Cabo
Rojo, gimary govemment assets exceeded total liabilities by $68,048,316 at the etrd of20l l, as
compared with $61,297,452 as rcstated, which rcflect atr increas€ of $6,750,864 over previous
fiscal year.

'7



COMMONIYEALTE OF PI]ERTO RICO
AUTONOMOUS MI]IUCIPALITY OF CABO ROJO

MANAGEMENT'S DISCUSSION AND ANALYSK (CONTINITED)
YEAR EI\DED JI]NE 30, 2OI1

flNANCIAL ANALYSIS OT TEE MUNICIPALITY AS A WEOLE (CONTINI'ED)

The following condensed Statement of Net Assets of the Primary Govemment shows on a
comparative basis; the most important components of the increase are reflect€d in the Net Assets
figure.
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COMMOI{WEALTII OF PUERTO RICO
AI'TONOMOUS MUMCIPALITY OF CABO ROJO

MANAGEMENT'S DISCUSSION AIYD ANALYSIS (CONTIIYT]ED)
YEAR ENDED JT'NE 30, 2OI 1

TINAIVCIAL ANALYSIS OF TEE MUMCIPALTIY AS A WIIOLE (CONTINIIED)

Charges itr Net Assets

The Municipality's net assets increas€ by $6,750,864. Approximately fifty two perc€nt (52'l") of
the Municipality's total &venue came Aom taxes, while folty two percent (427o) resulted ftom
grants and cootributions, including federal aid. Charges for Services Fovided otre perc€ot (lyo),
ldteiest and Investment eamhgs (2%) of total revenues. The Municipality's largest expenses
included items such as general govemment, housing, welfare atrd community developmeDt
public works and sanitatioD, and public safety. The following table and graphic presentation

includes in absolute and ielative terms, the composition of revenues and expenses for the fiscal
yea.s ended on June 30, 2011 and 2010. Such analysis helps the reader to evaluate the Muicipal
administaliotr performaoc€ in the administrdtion of its current financial operations.
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COMMONWEALTS OF PI'ERTO RICO
AUTONOMOUS MITMCIPALITY OT CABO ROJO

MANAGEMENT'S DISCUSSION AIYD ANALYSrc (CONTINTJED)
YEARENDED JUNE 30, 1T

trINANCIAL ANALYSIS OF THE MUMCIPALMY AS A WHOLE (CONTINTTED)

Revenues 2011
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COMMOIYVYEALTH OF PUERTO RICO
AUTONOMOUS MUMCIPALITY OF CABO ROJO

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINI]ED)
YEAR Er{DED JIt}rE 30, 201 I

FINAIYCIAL ANALYSIS OF IIIE MTJMCIPALITY'S INDIVIDUAL FT'NDS

A5loted earlier, the Municipality usas firnd accounting to ensure ard demorstrate complianc€
with finaace related legal requirements.

Governmental Fulds

The focus of the Municipality's governmental filnds is ro pmvide informarion otr near-tetm
inflows, outflows, and balances of spendable rcsoures. Such information is usefirl in assessing
the Muicipality's finaDcing iequirements. In particular, uDreserved fimd balance may serve as a
usefii measule of a govemmelt's net resour€s available fot spending at the end of the fiscat
yeax.

As of the end of the cu[€nt fiscal year, the M@icipality,s govemmental fun<ts reported
combined ending fimd balances to $22,599,335, *hich represents a decrease of
M,819,025 wher compared with the pdor year. The combined fimd balances include restricted
fimd balancc to $23,356,560. This is the portion of filDd balance that reflects
resources that are subject to ext€ma.lly eDforceable legat restrictioos l) to pay for specitrc
progEm pulposes ($1,003,730); 2) to pay for capital projects ($16,694,078); 3) to pa, debt
services ($5,658,752)- There are committed fund balance amormting to $42,66g thar can oaly be
us€d pll'suant to corstraint fomally imposed by the Mudcipal Legislature by ordiDanc€s and
rcsolutions l) to pay fo. specific prograurs purpos€ ($36,391) ao4 2l b pay for capital projecs
($5,777).The unassigned fimd balance plqsents an amout of ($78,893).

Within the governmeotal fimds, it is included the general fimd which is the chief operAing ftrnd
of the Municipality. As of June 30,2011, the general fund has an unassigned fund balancc of
$140,411.

GEIYERAL FTiND BI'DGETARY I{IGHLIGIITS

During fiscal year 2010-2011, the Mudcipal Legislature apEoved revisions to the operatioral
budget which resulted in fi[ther increases in revenues and cunent expenditures which
rcpres€ded tiaDsartioos detected dudng the normal corme of business. Despite these budgets
readjustments and the difficult worldwide economic situation, the Budgetary Comparison
Schedule- General FuDd attached here to, budgetary analysis reflected a'deficiency of
($2,507,746) oftotal opemting ievenues over current expeises.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MT]NICIPALITY OT CABO ROJO

MANAGEMENT'S DISCUSSION AND ANALY$S (CONTINUED)
YEAR ENDED JUI\'E 30, 2O1T

CA?ITAL ASSETS AND DEBT ADMIMSTRATION

Clpital Assetg

The MuDicipality's investuent in capital assets as of June 30,2011, amounted to $104,166,234
which upon deductioo of accumulated depreciation in the amount of $26,027y'00 Foduc€d a net
book vatue attributable to capital ass€ts ir the amount of$78,138,834. Said investtnent includes
latr4 coDsauction in progress, buildings, imFovemetrts, equipment, infrastuctue, fumishing,
computers and vehicles. Iofrastructure assets 8rE composed of items $rch as roads, bddges,
streets and sidewalks, drailage systems, tighting sysEm& and similar items.

The total iDcrease iD the Mutricipality's invesheDt itr capital ass€ts for the cur€Dt fiscal year
reprcseDted approlimately ten perc€nt (Ifflo) of net book value. Depreciatioa charges for the
year rotaled $2,8 I 1,601.

The Mrmicipality finances a sigDifcant portion of its construction activities through bond or
notes issuanc€s. The proceeds from bond and notes issuances designated for coDstmctioD
activities are committed in its enti.ety for such purposes and c€Dnot be used for any other
pupos€s. As of June 30, 2011, the Mrmicipality bas $14,760,653 of proceeds tom bond and
trotes issuances and other restsicted assigDments that arc mainly committed to futtrle coosaudion
activities for the city's Coavention CeDter, and other public imp,rovemens.

Debt Administration

The Puerto Rico Legislative Assembly has established a limitation for the issuance of general
obligation mrmicipal bonds and notes for the pa).ment ofwhich the good faith. q€dit and taxing
power of each municipality may be pledged. The applicable law also requires that in order for a
MuDicipality to be able to issue additioral general obligation bonds and notes, such Municipality
must have sufficie 'bayment capacity" as defned in Act No. 64. Such Act rEquires a
Municipality must has sumcient 'payment capacity" to incur additional general obligation debt
if its deposits in the Redemption Fund and the annual amounts colle{ted with respert to such
Muldcipality's Sp€cial Additional Tax (as defined betow), as p,roject€d by GDB, is sufficient to
service to matudty the Municipality's outstandirg general obligation debt aDd the additional
proposed general obligation debL

The Mmicipality is required rmder prevailing applicable law to levy a Special Additional Tax in
such amounts as shall be rcquired for the payment ofits gercral obligalion municipal bonds and
notes. In addition, principal ofand interest on all general obligation municipal bonds atrd notes
and ofl all municipal notes issued in atrticipation of the issuanc€ of general obligatiotr bonds
issued by the Municipality constitute a first lien on rhe MEicipality's Basic Tax revenues.
Accordingly, the MuDicipality's Basic Tax revenues would b€ availabte to make debt sereice
paymeots oa general obligation mrmicipal bonds and notes to the extent that &e Special
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COMMOT{VYEALTH OT PIJERTO RICO
AUTONOMOUS MI]MCIPALITY OF CABO ROJO

MANAGEMENT'S DISCUSSION AND ANALY$S (CONTINI]ED)
YEAR ENDED JUNE 30,2OIT

CAPITAL ASSETS AI'D DEBT ADMIMSTRATION (CONfINT'ED)

Debt Administrfltion

Additional Tax levied by the Municipality, together with moneys on deposit in the

Municipatity's Redemption FuD4 ar€ not suffcient to cover such debt s€rvice. In the padicular

case ofthe Autonomous Municipality of Cabo Rojo, it has never b€etr necessary to apply Basic

Taxes to pay debt s€rvice on general obligation debt ofthe Municipality.

ECONOMIC FACTORS AIID NEXT YEAR'S BI,IDGETS AND RATES

The Municipality relies primarily on propefy and municipal taxes as well as federal aod state

grants to carry out the govemmentat activities. Historicatly, property and mrmicipal taxes have

been very prEdictable with inqe€ses of Aproximately five perc!trt. Fedenl and State grant

Evenues may vary if new gmnts are available, but the revenue can be also predictable. Those

factors wer€ coDsidercd tl{re! prepadng the Municipality's hdget for the fiscal ye€I 2010-201l.

Act No. 94 issued on Jue 16, 20ll by the Legistature established an incentive plan for the

palment of real atrd persoml property tax dues, beqinning on July 14, 201 l - This Act provides

ao aEnesty to all Foperty tax payers forgiving all penalties, charges and interests ofthe unpaid
principal of passdue Fop€rty tax liability. The period that tax payers have to enjoy for such

benefit is for exac{y dnety (90) days beginniry on July 14 thrcugh Octobq I l' 20ll- The

unpaid property taxes covercd rmder this Act are those relded to fiscal ye€r 2009-2010 and

eadier (for real property taxes) and for 2008 and earlier for personal goperty tax.

On August 8, 201l, the Municipal I-egislature app,roved the issuance ofa special obligation bond

charged to the Municipal Redemptiott Frmd for the amou of $2,556,000, for landfill
adminiskation and waste disposal expeoditugs. Repalment of the note is scheduled iom July

2012 through Juty, 2026.

FINANCIAL COI{TACT

The Mrmicipality's financial statements are designed to present users (citizeos' taxpayer,

cuslomen, investor and creditor) with a general overview ofthe Municipality's finances and to

demonst ate the Mmicipatity's accountability. If you have questions about lhe rcport ol Deed

additional financial informatioq cotrtE t the Municipality's Chief Financial Ofrcer at (787)851-

1025. Fe€l fiee to visit our offices dudng working hous at Cabo Rojo City Hall, Ca.lle Betances

#28 Cabo Rojo, P.R, or visit our website at \\1\\ -ciudadcaborojo net.
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COMMOI{WEALTII OF PIJERTO RICO
AUTONOMOUS MUNICIPALITY OT CABO ROJO

STATEMENT OT NET ASSETS
JIJNE 30, 201 1

Cssh ed cash equivatnts
A@oonrs lt€ivabb:
Municbal li.e.se t x
Mubi'al sales tq
REitrs atrd constn ction pedtu
Otbers

OonDnu/ealth govmt
FedeEl aovemEnt

C3sh aid @sh equivalerrs
Casb *ith &€l agot
InvBt,tElr held h cott!rei bmls

IEd, iq'rovmts, od coa3ttuctiro in ptugiEss
Other capital asets, net of dep$irti'.

Total c.ttital assets,net

LirbiEi=
Accounts paysble.ndaccru€d lirbiliis
he of crEdit payable

Cot,EnPaIh Aovedrrln.

Muniob.l li;6s. td
Oh€r

NoncurEnt litbilitbs:
Due within oDe year
D!. n! mrE than otrc y@

Total labitis

hvest€d h 6pitd .sseas, ret ofEhted debt

Otbq sp6i6ed pnposes
t oEsrricted (defict)

$ r$E 50

LQJ
17t,,158
31251
@,o79

1,171539
3J2.N

s@J6
t4J59,X4
&9r1)55

m9t48t1
47,t$gN
7&r3&E34

lto,@-g9o

4,0m,685
2@W
6it5.023

s7571

l,@,9$
5,049

2,560,101

3274t.356
1r971,671

s6paav

1644\En
49E],74

359295
(l0,@9,419)

$ 6&048316

The accompanying notes to the basic financial statements are an htegral part ofthis stat€raeol
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COMMOI{WEAL'TH OF PIIERTO RICO
AT]TONOMOUS MIJNICIPALITY OF CABO ROJO

STATEMENT OF ACTIVTIIES
YEAR ENDED JUIIE 30, 201 1

chantG h rH A..cts
oFrtrng

Ch.ra€6. c6ntr.n r

s.rvl6 cortrrb.ItiaE

tublicsks arld sanitation

OIlture.rd r€.real,oo

tu omic de'dognent

munity derdQmeri

lntsr€sl on lory.brm debt

s 9,099,S43

2.109,428

5,2tt,7f,5

2,Aa0,aga

1,426,245

271,237

1,44,145

345,779

23,951

1,323,930

E 136,536

@,560

s 302.@5

r66,310

253,m
I,t@.450

27147

at,@2

2911@

1,271,513

(8,661,312)

(2.173,958)

(2,041,763)

11,711,445)

l't,4?6'245t

(136.672)

(345.779)

17,711

0,32s,9O)

Total gDBnnEnid actiMties $ 24,397,781 $ zE,0g6 5 2.203,747 $ !r,184,535 (17,803,363)

Munidpal licellse to(

UcalrEs, pemib, and 00|6 lGt ta-.
qants Er'd conlributio.ts nct ftEtlcEd io qqlfic progrrns

l6bre3t and iriesrEt e€mirEs

tGtgtin oi di+olilid of .4iirl ats
Ohe.

Totrl ge.l€i'al rer'€rrc3

ttt asEets -b€{iming
aG{ d-endirE, a rEslatscl

11,317,069

2,253.911

2.7@,!3
1.4s6,647

5,223,123

593,547

76,570

492-974

24,554,227

6,750,464

61,297,452

66,04A,316

slatemetrts are atr integral part ofthis stalement
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COMMON W[AL.'''-.-TII OF PIJERTO RICO
AUTONOMOUS MUMCIPAIITY OT CABO ROJO
RECONCILIATION OF TEE BALAI{CE SIIEET -
Governmentel Funds to the Strtcmcnt of Net Assetr

JT IYE 30, 2011

' GpialAssets used in govcmrEntalactivli:s ai€ not firsnchliEsourE€s and th€r€folE,
ate tror rrrorted iD the tunds. h the cuflent p6ird, th€se ormunt! ere:

- Non DprEcabb Gpiral Assets $ 3l),9€atl4
Deprc.bble Capital Assets. n€t ofdep.€ctubn 17,1$tN

Total Capbal Ass€ts
- Other assets alt not avaihble to pay forcurEnt p€rbd e)penditul€s

and thcrEbrE arE dcGcd n $e f,nds:

Total Fund Bahnces - CrvemnEntal Funds

Amunts reported for c.vemnEntal Activiti:s in lhe saar€trEnt ofNct Assets
arc ditreEnt because:

P.L DcparttEnt ofTBury -CbrkErEs bonus reidursedEnt
Commn*e.th t gbbtive R€sotutbns
So|a watc Madagecnt Authoriy-grant for nrtrici,al hndfil
Sahs tax(Debt S€.vix Fuid)
P-R- DepaftrEnt oflrbor (La* 52 ard lnw 82 Funds)

s 22599j35

76,r3&834

189,703
'n,16

577-m0
30,0m

2M733

Sor liabiliries N not due ed payable in the curEnt pertld and ther€for€, alE not

- r€poned in thefirnds.Those E$ nnx consistot

eneEl Bonds and Notes Pay.ble
LIMS rcpaymt pbn
Propeny tar€s debt
DepartuEnt oflebor
REtir€rEnt syste$ adminbtEtilr
I-ardfi]l Closure and post-cbsurE
OtrliAarirn under capnal b{ses
Corpensared absences
Chrbfius bonus
Chi6 atrdjuderEnt

Tolal l'ons-Tcrm tnbiliaies

Total Net Assets ofgovernflEntal activiics

33s,m
45,O42

558,920

lat224
552n1

3.942304
174195

3513,671
3B,M
44472

(33,76r,457)

$ 6&sr3r6

The accompaDying notes to the basic finrncial statements arc an integ"l pait ofthis statement.
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COMMONWEALTE OF PIIERTO RICO
AUTONOMOUS MIJMCIPALITY OF CABO ROJO

R.ECONCILIATION OF STATEMENT OF REVENI'E$ EXPENDITT'RES, ANI)
CHANGES IN FIJIYD BALAI\CES - Govertrmcntil Furdr to the Statement of Activities

YEAR ENDED JUNE 30,2OT1

N€a Cbag. in Fmd Balmces - Total Cov€rnlrlgrtal Funds
AmuDts r€po ed for Sovgnrnerral eliviries in the Sat€rnar ofAcriviri€s ae diffsqt t €cause
GoverffiEot2l Ftnds rtpon epiral odtays s oq'adirurs. Howd6, in th€ cowtnlnal-Wide Stattuot ofAdiviti. a.d cheaes in N€ Assds, the 6r of thce 6sets is srocated ov6 atxir es.i.rred efirr lives 6
dfrr€cidion €rpase, Thh is the arnomt of c4rital ssds i€cord€d in rhe o,!€r period-

C3pit.r assds tgEived as a d,ooarion arc ncd i€cord€d in th€ covgEtEtal Funds, b@rs€ orMt ,irErc&t 16()ll'6
aE not involv€d; howeva, the tEnsactiotr murr be refl€ded in tt€ co,*lqn-wi.te Fin ncial staternents bosed on
the fai. r€lue ofthe dotrded propaty_ This is the zDunr of dorEtcd caital ssers rEcord€d iD rhe crm-lt psbd
D€prEciarion op6e on capital ass€rs is rqcted in the c@€'rllnerlt-wide Sdane s of Acriviti6 ard Cha,Ee in
Nd Assds, bu th? do oot rcquirE the use of ol,€i tuEncial Bou.c€s. ThqEfore, dqEbtioo opalse is dot
eponed as e\padnlJc in GovglrllEtal Funds.
GovtunEt l Feds neport .piral ass6s sold as r€voB- Ho*4s, in the c@errrEr_W-rdE SatqrEr of
Adivities &d Ch ges inNd Assds, Dispcat ofceital asseis rEquirc rcrnovat ofo6t of th€ @pnal assets fim
the cqital ass€t eu oD rhe covarrEt-Wide Sar€.lrant ofNct Ass€as.
IdtqEst opos€ on bnA-tqE d6t w6 r?orted in th€ GovsnrtEr-wide Saretgt of Adivnics ad C.lwEe ir Nd
Assas, but it did mt r€quire the Be of atrranr 6.acial r€sorc. TbqEfoe, inr€r€st op6se was not r€pnted .s
ereadnurEs in Govdrb€atal Fuds. I1rc fo[owiDAanbunt .€pns€,t€d th€ cllslgc in eu€d il,ts€st trm pdor

Rsoues r€poned in fimds whici are not reponed as Bau€s in the sraldn€rr ofAdivnies:

Bonds 8nd notes proecds provido l,,,,ar financial Botrrcs to Gov€nrnsrtai Fu.ds, brn isuinS d6t iocr€Ge toog
t6m liabilities in the Gov€rntne'lt-Wide narsiant of Net Assds. R€payilEr of bonds &d no{es principat is a
€,Qaditule in Coverirratal ruds' but the .epaymert rEduces tong -tqD tiabiliti€s in the covan Elt-Wid€
S.?aetEt ofN€r Ass€ts. This is rhe amount by whit th€ debt procesds eEeed d€bt sdi@ principat psyttErs.
RdirE,nqlr Sysr€rn AdrninistBtion pEyIlEr pk! w6 .eort€d in ltE covs rEt-wide Sdffit of Acriviris
ald Cha.ae in N€r Assers, R4lyltmt of long tam paynE r pto .l6t is o e,pardit@ ir coverllrnaral Futds,
but the Epayrt|sn reduces long -toE propsty tq advace d€bt in the covffit_lt de Sraqr of Net Assds_
The followingreBared tlr€ ci4ge in Rerirntant sysrern admiristrdion d€t,r.

Pmpsty ta 6t .rlrted to onr€irt y@ fir:at tiquidation ad LIMS rcpaylrlqrr pt.s! was r€ported in tll€
Gov€rnnmt-W_rde StataErt of Activities arld Change ir Net Assers, Reg.ynrqtt of long tatn prcpery ta.&?re
deb. is ar 6paditur in cov€m!€rrat Fuds, bur the Epaymert rEdrc6 lona _tEm prQely tax adve d6r in
the GovqD,]Br-Wide StatqrEnr of Nd Asds. The folloviog rE,r€sared rhe cheAe in prop€rty tu del,t.
Lng-tqE compnsded abs€nc€s arE Eponed in the Gov.rn[Ert-Wide Satermt of Adivhies md CllaEes in Ner
Assds, br,t thry do oot r€quiE the LLse ofo[rar firErcial ,gourccs. Thaefore, Iong-toD colrpqrsdod abs{.c€s
wse not repqt€d a qpd|ditllc in Govanmtal Funds. Tlrc fo[,owingaomi .e?r€sants the dEUe in to.At€n r
corDan$t€d abse.ces Fom prim y e.r.
ChaEe in ladfill A@al
SorE o9€oses repdted in th€ Stztqrslt of AdMries do not requir€ th€ Be of qlrlrar Endxr.t .Egre ed
.hqefdE e mt r€{,orred 6 erpaditllc in ttE gomtal 6Dds. This clarsific*in ioctr&s rct6 pryable
Obligtion uDd!. capital 166, ChristtB bdrus, dai6 ed judgmis, prysble .o pREpA, &d othq
mis.elltu€oos qpasei

Clt rge h Ner Assds ofcovqffratal Adiviries

$ (4856,508)

t7,746,657

t29,94n

(4tl l,60l)

(t1,134)

(r3,021)

(3,032000)

(5s263)

(79.797)

121,705
(920,3r5)

540,501

$ 6,750,864

The ac.ompsnying notes to the basic fina&ial stat€ments are an integral pafi ofthis stat€ment
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COMMOITVYEALTTI OF PTIERTO RICO
AUTONOMOUS MUMCIPALITY OF CABO ROJO

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUI\E 30, 2OT1

1. ORGANIZATION AIID SUMMARY OF SIGNIIICAIIT ACCOIJNTING POLICTES

The Autonomous Mrmicipality of Cabo Rojo (the Muicipality) was fouded on the yea. 1771.
The Muoi- dpality s govemmental system comists of an executive aad tegislature boay. It i"
govemed by a Mayor aad a fourteen-member Mur{cipal Legislatue wtro are elected for a four_
year tgrE.

Tle Munigipality provides a fiil range of services for its citizens. These services include public
safety, public wo*s, culture aod recreatioo, health and welfarc, community development,
education" and other mis,,c€llaneous services-

The ac.ounting policies and financial repoiting practices of the Mmicipality cotrform to
ac.ouDting principles generally acc€pted in the United States of America ("tSCAAp,) as
applicable to governmental units.

The Municipality's basic financial statements coDsist of govemDent-wide statemeots, inclvring
a statement of net assets and a statement of activities, and fimd fimncial statements, which
provide a more detailed level of financial iDformatiotr.

In June 1999, the Gover[Detrtal Accormting Standards Board (GASB) issued Statement No. 34,
"Basic Financial statements and Maragemeot's aDd DiscussioD and Analysis for stare and Locat
Govemments." This Statement, known as the Reporting Model, provides ior the mos sigificant
clange in financial rcporting for state and local goveraments in over 20 yeal.s and affects-fhe way
99 Yd:-rpaJty p."q"."s and presents firuncial information. The StateEent u/as adopted as of
Juty l, 2002. In additiotr ro this StateEent, GASB Statement No. 37, ..Basic Financid Sht€me s
and Managemetrt's Discussion and ADatysis for State atrd Local Govgmments: Omnibus. and
GASB Statement No. 38, 'tertain Ffuancial Statement Note Disclosures- have been adopted and
are reflected in these financial statemeDts.

As part of this Statemenl there is a reporting requirement regarding the capitalizatioll of tocal
go"."rnTTt i!frastructue (roads, bridges, traffic signals, etc.). This rcquirement permits an
optioDal four-year delay for implementation to fiscal year ended on June 30, iOOt. ttn
Murdcipality implfircDted the capitalizatiotr of intastmctue since July l, 2002.

!1 Margh 20!9, the Municipality adopted the govisions of GASB Stal€ment No.55, Zhe
Eierarchy of Generally Accepted Accountihg principles for State and Iical Governmeats
(CASB No. 55), and GASB Statement No. 56, Codilcatioh of Accounting and Firancial
Reporting Guidance Contained in the AICzA Statements on Auditing Standards (GASB No. 56).
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COMMOIYWEALTE OF PUERTO RICO
AUTONOMOUS MI'MC'IPALITY OF CABO ROJO

NOTES TO BASIC FINANCIAL STAITMENTS (CONTINUED)
YEAR E}IDED JI]NE 30, 2O1I

1. ORGANIZATION AND SUMMARY OF SIGMFICANT ACCOUNTING POLICIES
(CONTINUED)

GASB No. 55 ircorporated the hierarchy of USGAAp for state and local govemments into the
Govemmental Accormting Standards Board's (GASB) authoritative literature. The r€quiemetrts
itr this Statement codiry aU USGAAP for state aDd local goverDruents so that they derive from a
single source.

GASB No. 56 incorpo.ated into the Govemmental Ac.ounting Standads Board,s adho.itative
literaturs c€rtain accounting and financial reporting guidance pr€sented in the Americatr Institute
of Certitred Public Accountants' Statements on Auditing Standads. This Statement ad&essed
three issues rct ircluded in the authodtative lite.atue that establishes accounting principles_
related party transactioN, going conc€rn consideratioDs, and subsequent evetrts.

lo the curent year, the Municipality adopted the provisions of GASB Statement No . 54, Fund
Balance Reporting and Governmental Fund Type Defnitions (GASB No. 54), w ich modified
the interpretatioDs of certaitr teros within the definition of the speciat revenue firnds and the
types of activities the Municipality may choose to report in those firnds. GASB No. 54 also
clarified the-capigl nrojecls filnd type definition for better alignment with the needs of preparcN
and users. Definitioos of other govemmental filDd typ€s were also modiEed for clarity and
consisteDcy.

The following is a suomary ofthe significart accounting policies ofthe Municipality:

A- Componert Units

In evaluating how to define the Mrmicipality for financial reportiDg pu.Inses, oanagement has
clnsidgred all potential componeDt units. The decision to include a potentiat component unit in
the reportiag entity was made by apptyng the govisiotrs of Statement No. 14, 

-The 
Financial

Reporting EEtity, ofthe GASB, as amended by GASB Statemenl No. 39, ..Determining Whether
Certain Organizations Are Comporcnts U ls an amendment ofGASB Statemenf t4-. The basic,
b_ut not th-e_o4l criterion for including a ptentiat component udt within the reporting eotity is if
elected oficials of a primary goverBnetrt are fiDarcially accouDtable fo the entity. financiat
accounrability- exists lf the primary govemmental appoints a votiog majodty of the entity,s
goveming body, and if either one ofthe followitrg conditions exist: the p Dary govemment caa
hpg!9 rF will oD the other entity or the potential exis{s for the ottre. entitf to (l) provide
specific fiaan:iat benefits to or (2) iEpose specific financial burdens on the prirrury govertrment.
A_s:co4 clte1o-n gsed io evaluating poteotial componetrt units is if Ae nature anaiignitcance
of the relationship between the entity alrd a primary governmett arp such thal to eiclude the

:ntity from the financial reporting eatity would render the financial staicments misleaditrg or
incomplete. Based on the above criteria the Municipality does not have component units to
iDclude within its rcporting entity.
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COMMONVYEALTE OF PT'ERTO RICO
AUTONOMOUS MI'NICIPALITY OF CABO ROJO

NOTES TO BASIC F'INA}ICIAL STATf,MENTS (CONTIIYI'X,D)
YEAR EIYDED JITI\IE 30, 2OI I

1. ORGAr\LZA-IION AND SITMMARY OF SIGIYIFICAI\IT ACCOIJNTING POLICIES
(coNTINrrf,D)

B. Govenmcna-wide and ttnd firancial statements

Firanciat information ofthe Muoicipality is prqsented in this rcpoft as follow:

l. Maragement's discussion and analysis introduces the basic fiMDcial statemetrts and Fovides
an aDalytiaal overview of the Muuicipality's financial activities.

2. The govemment-wide financial statements (i.e. the statement of Det assets and ttre statement
of activities) repoi iDformation on all the activities of the Municipality and its component
units, if any. Govemmental activities, which normally are supported by taxes and
intergovemmental rcvenues, are reported s€parately from busircss-type activities, if ann
which r€ly to a sigDificant extent on fees ar1d charges for support. InterfiDd activity has beetr
removed ftom these staGmeDts to minimize the duplicatiDg efect otr assets and liabilities
within the governmenlal activities.

The statement of activities demo.strates the degree to which the dirEct expenses ofa givea
fi-rnction or segDent is offset by program revenue. Direct experses are thos€ th.t arc charges
to customers or applicanas who purchase, use, or directly benefit &om goods, services, or
pdvileges provided by a given ftroction or s€gment and grants and contributioDs thal are
restricted to meeting the operational or capital rcquircmeBts of a particular flrnction or
segment. Taxes and othe. items trot Foperly itrcluded among program revenues are rcpotted
instead as general revenues.

3. Fuod finaDcial statements focus on information about the Muicipality,s major govemmental
firads. Major individual govemmetrtal fimds are reported as separate columns in the fimd
firEncial statements. Pursuant to the plovisions set forth by GASB No. 54 the muoicipality
reprted the following govemmental firnds in the acromparying GFFS:

General Fund- is the Municipality main operariag firnd used to account for and report all
financial and reported resources and governmental activities, except for those requircd to be
accounted for in another fund It is presumed that the Mmicipality's govemmental activities
bave b€ea teported in the general fimd exccpt for transactioos for wlrich one ofthe fo[owing
compelling reasoos has required the use of another fimd: (l) legal requircments, (2)
USGAAP rcquirements o. (3) the dematrds of souod financiat administation rcquiring the
use ofa govemmeatal fimd other tban the general firnd. Its revenues consist maiDly oftaxeg
liceDses aDd permits, interyovemmeDtal, cbarges fot services and other.
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COMMONWEALTH OF PUERTO RICO
ATITONOMOUS MUMCIPALITY OF CABO ROJO

NOTES TO BASIC TINAI\TCIAL STATEMf,NTS (CONTINUED)
YEAR ENDED JI'I\TE 30, 201 I

I. ORGANIZATION AI\ID SUIIIMARY OF SIGNIFICANT ACCOT'NTING POLICIES
(CONTINUED)

Communiq Dcyelopment Block Grafi-is a majot govemmental fun used to a$ount and
rcpott the proceeds of rcvemres Aom the US Departmed of Housing and Urban
Developmeat program grants for the development of viaile uban communitiei by povicling
dT""J l"Elog, a suitable living environment and expanding economic opportunitiesl
principally for pemons of low aod moderate income. The uses ani limitations oi ihis spedal
revenue imd are specified by federal statutes.

Debt Senice Fund- is a major gov€rDmental fimd us€d to account fol and report for the
accumulation of financial rcsources that are reshicted for, ard the payment of, pritrcipal ard
inter€st for: (l) bonds payable for which debt service payments are iegally mandated to be
accounted for iD a debt se.vic€ filnd ad (2) c€rtain special long-term ibtigations for which
the Muicipality is beea accumulating filancial resources in advance to f,ay principal and
intercst payments maturilg iD future yea$.

The outstanding balance of certain general long-term obligations for which debt servicc
pa)4aents do not involve dre adyaDce accumulatioD of resources (such as certain notes
payable, obligations under capital teases, accrued compensaied absenaes, Ianclfill obligatiotL
claims aod- judements, net peDsior liability and oiher long-tenn obiigatiorsy are onty
accgunJ:g fo_r in the accompanying stratement of net assets. The debt sefoce payments of
such obligations are getrerally accounted for in the govemmental fimd which accounted for
.th " ^fii-:i{ ,q..rys used fo. the payment of such debts. principal and intere,st due oo July
I ofthe following fiscal year arc accouDted for as a firnd liabifir, if resources are available
as ofJurc 30 for its pa),ment.

Conmonweahh Legblaive Resolutiols Furad-is amajor govemmental fimd used to accoutrt
f^or and y)ort the proceeds ofspecitrc that are lega[y resfrcted or committed to expetrditue
for specific purposes other than debt servic€ or capital project. Revetrue souces can be used
for the constuction aad imEovement ofcapital facilities and for welfare purposes.

Landfrll lrrqnteman, Furd-is us€d to accouDt for the improvemeDt and laDd acquisitioDs to
inuease capacity ofthe municipal landfill.

Convention Center Fand-is used to accouat fol the corstuction ofthe Conveotion Center in
Cabo Rojo, Puerto Rico.

The other govemmental firnds of the Muaicipality accoutrt for grants and other resources
whose use is restricted for a particular pttrpose.
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COMMONWEALTII OT PUERTO RICO
AI]TONOMOUS MUNICIPALITY OF CABO RO.'O

NOTES TO BASIC FINANCTAL STATEMEI{TS (CONTINUED)
YEAR ENDED JI'}IE 30, 2OI 1

1. ORGA&z.A-TION AllD SUITMARY OF SIGIIFICAI{T ACCOIJNTTNG PoLICIES
(CONflNUED)

The Mmicipality pedodically undertakes a comprehensive evaluatioa ofits f,lnd skucture to
eosure tllat it complies wift dl aspects that arc of importaDce to users of general purpose
extemal financial r€ports. CoDsequently, all superfluous tmds ana some intemal fimOs
cunently used by the Municipality in the day-to{ay s have not been
reported as individual govemmental ftrnds in the accompanying funri financial statements.
Accordingly, the accompanying fimd fioancial statements iacludi only the minimum number
offimjs consistent with legal and operaling rcquiremeds an{ cons€que ly, certain types of
similar intemat firnds have been combined into single fuds in the accomparying toa
financial statements.

l. Thg notes to the fimncial statemenfs Fovide information thal is essential to a user,s
undersaoding of the basic financial statements.

2. Required supplementary iafomation such as the budgetary comparison schedule-geneml
firnd and other types ofdata Equircd by GASB.

3. Notes to the budgetary comparison schedule-general fund.

C. Financial reportirg prEseltatiotr

The accormts of the Mudcipality are organized otr the basis of fimds, each of which is
considered a separate accounting entity. The operatiors of each firnd are aoounted for with a
separate set of selebalancing accounts tlEt campdse its assets, liabilities, fimd equity, revenues,
aad expenditures. Fuod types are as fotlows:

Generul Fand- Generat Fund is the general operating fimd of the Municipality. It is us€d to
account for all govemmental activity, exccpt those requircd to be accouDtEd for in anothet fimd.

Special Rewnue Fand - Federol GrazA - Special Revenue Funds arc used to account for
revenrres derived from federal graDts. The uses and limitations of each special rwenue fimd arp
specified by Mtmicipality ordinances or Gderal and slate statdes.

Speciol Reeenae Fund - Locdl ond Stata Grarra - Special Revenue Fuads arc used to account
for revenues derived ftom local ftrnds, stale granls or othet .estricted rcvenue sources. The uses
atld limitations of each special revenue fuad are specified by Municipelity ordinances or federal
and state statutes.

Special Revenue Fuad - Scctian I Eouthg Choice Voucher - Sryial Revenue Funds are use.d
to account for rcvenues derived ftom Section 8 Housing Choic€ Voucher program. The uses and
limitations of each special revenue fimd are specified by Municipality ordininces or federat and
state statutes.
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COMMONWEALTE OF PUERTO RICO
A{JTONOMOUS MI]NICIPALITY OF CABO ROJO

NOITS TO BASIC FINAITCIAL STATEMENTS (CONTINITED)
YEAR ENDED JUNE 30,2O1I

1. ORGANIZATION AND SUMMARY OF SIGNIflCAI\IT ACCOUNTING POLICIES
(CONTINI'ED)

Copital PrujecA Fund - Local and Sute Gruarr - Capital projects Funds ar€ used to account for
firuncial resouces used for the ac4uisition or coostruition of mzrjor capital facilities.

Debt Senice Fand - Debt Service Funds arc used to account for the accumulation of resources
for and the pa]'nent of, general long-tem debt p.incipal, interest, and rclared costs.

D. Measurement focw, basis of accountirg and fiD.nciel prBctrtation

GovernDent-wide fr&cial statements - The accompanying GWFS arc prepared using the
economic Esources measuremetrt focus and the acsual basii of accounting. Sublect to ttre
additioDal nrles and limitatioDs detailed below, revenues (including intercst on dsposits and
llygs-hents) are generally rccorded when eamed and expenses are lenerally recorded wien a
fiability is incrmed regardless ofthe timing ofrelated cash flows.

All revenues, expeDses, gaiDs, losses, ass€ts and liabilities rcsulting ftom exchange_like
transactioDs are generally recorded when exchange takes place. lo excbange rraosactions, each
pa4y to the traDsaction rcceives and gives up essentially equal valuei. A-n exchangeJike
Eansactioo is one *&en there is aa identifiable exchange and the values exchange4 ihough
relatd may not be quite equal. The accompanying basic financiat statemetrts includ; eichang;-
like transactions such as licerse fees, fines, penalties, forfeitues, pemits, charges for serviis,
and most mis€ellaneous revenues, which are rccorded as revenues-when collected because they
ar€ gercrally trot measurable uatil actually received.

The Municif'ality groups its non-exchange tmosactions into the follorviry four (4) classes in the
acrompauying basic financial statements: (a) derived tax Evenues, (b) imposej non-exchange
revenues, (c) govemment mandated non-exchange transactions, aod (d) voluntary non_exchrnge
transactions.

In the cas€ of derived tax rcvenue transactions, &,hich result from assessments tbal the
Municipality places on exchange traosactioDs, ieceivables atrd revenues arc recorded when the
underlying exchange has occurred-

In the case of imposed non-exchange revenue t-aDsactioDs (such as property taxes and municipal
licease taxes), which rcsult ftom assessrnenls made ty the tvtunicipaiity oa non_govemmental
entities, including individuals, other than assessments otr exchaoge t alsaction, rec.eivables are
generally recoded in the period when an enforceable legat claim has adseo. property taxes ard
municipal license taxes are geDsrally recorded as revenues (aet of amouDts clDsider€d not
collectible) in the fiscal year when rcsouces are Equired to be used fo. the first fiscal year thal
the use ofthe resources is permitted.
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COMMOI\MEALIII OF PUERTO RICO
AT]TONOMOUS MUMCIPALTTY OF CABO R()JO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30,2OIT

I. ORGAIIIZATION AND SUMMARY OT SIGNIIICAI|T ACCOIJNIING POLICIES(CONTINUED)

For goveqment-maDdated non€xchange tra.sactions (such as intergovemmentat grants and
contribuions), rcceivables and revenues are generally ."*.a"a lrn* 

"I "[gibility 
re{uirements

imposed by the provider have been met. F; the majority of g.anr", tile-luG"bAry -rsexpeod resources on the speciEc purpose or project before the proiider reimburses any amounts.
I heretorc, revenue is geoeralJy rccognized as qualifyiry rEimbursable expetrdituEs are incured.
Fol voluntary notr-exchange traosactions (such as donations and certain gmnts and entitlements)
receivables and revenues are generally accounted for in the same furr". 

^ 
govenmeDt_

mandated lon-exchange t"ansactioDs discussed above.

Events that arc neither exchange nor non-excbange transactioDs aro recrrded when it is probable
tlat a loss has been occured and the amount of loss is reasonably estimated.

I er€sts on deposits Ere recorded whea eamed since these rcvenues are colsidered both
measumb-le aad available at Jrme 30, 201l. Receipts ofany E4,e of revenue souces collected in
advance for use in the following fiscal year are rccorded as defirred revenues.

According to GASB No. 34, atl general capital assets and the unmatured long_term liabilities are
reco:ded only in the accompanyirg sta&{uent of Net Assets. The measure-ment focus altd the
basrs ot accounting used in thj accompaoying GWFS ditrer significantly ftom the measulement
Iocus 

.used ltr the prcparatioD of the GFFS. Therefore, the accomlunying GFFS inctude
reconciliatiors, as detailed in the accompanying table of contetrts, to't"tter iaeotitr, tt"
rclationship between the GWTS and the GFFS.

Govemment Fund Financial Stitemetrts - The accompanying GFFS are reprted using the
current financial rcsources measursments focus and the ir"iini 

"""-a basii of acco,n:ting.
Revenues_are gene.ally recognized as soon as they are both measurable and available. Revenues
are coasidered to be available rl err they are collectible within the currcnt fiscal year or soon
erough_ thereaffer to pay liabilities of the currenr fiscal year. For this purpose, the iutuoi"ipaity
generally considers most rcvenues (municipal licens€s taxes, cons.truct'ron excise raxeg sales and
use taxes, interests on deposits, intetgovemmeDtal graDts atrd contdbutioas and cetain charges
for services) to b€ availabte if co[ected within sixt (60) days after f.-e :OJOI t. At June J0,
201l, all revenues sources met rhis availability cdterion. 

-

Property taxes are all considercd susceptiblelo accrual if coDmor y collected within sixty (60)
days following the end of the fiscal period, uoless rmwual circur:Sances.;Gry u g..rte. p..ioa.
Other revenue souces considered susceplible to accrual include mrmicipal liceme taxes, sales
and use taxes, constuctiotr excise taxes, inrergovemmeDtal g.-t -a *ot it*o*, inter€sts on
deposits and charges for services. These priniipal ."r"o.," i r."o *J Uoih measuraUifity ana
availability cdteria itr the accompanying GFFS.
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COMMOITIVEALTII OF PUERTO RICO
AIJTONOMOUS MTJNICIPALITY OT CABO ROJO

NOTES TO BASIC FINAIYCIAL STATEMENTS (CONTINT'ED)
YEAR EI\IDED JU'IE 30,2OrI

1. ORGANIZATION AND SUMMARY OF SIGNIflCANT ACCOT]NTING POLICIES
(CONTINUED)

Io a manner similar to the GWFS, but subjecl to and limited by the availabili8 criteda discussed
above, all..revenues, expenses, gains, losses, assets ana [abifitles ."sJtiig fto_ excharge,
exchangeJike transactions are also geaerally recorded when the exchaoge des place n{rileii
rcveques, expenses, gains, losses, and assets resulting frorn ooo_e*"iaoge Ealsactions are
recorded when an enforceable legal claim arjses or wheiall eligibility rcqui_iernents lmposed by
the provider have been met, applic{ble.

loterEsts on deposits are recorded *'tren eamed since these rcvenues are coDsidered both
meesu-able and available at June 30, 201l.

Pusuar to the provisioDs of GASB Inlerpletation No- 6, Recognition and Meamrement of
C_ertain-Liabilities and Expenditures in Govemmental Fund Finaicial Stuements (GASBI N;.
9J: 

h ft: *:"*: of an- explicit 
_requirement (i.e., the absence of an applicable modiEcatio4

drscuss€d below) the Municipality generally accrues a gorre--ental funrt liability and

:lry:q:lT (including salaries. p.f:"_ti9rd services, supptiis, utilities. erc.) in the period inwhch tlre govenunent iDcrEs the liability- to the ex{eat tbat tbese liabilties are normally
expected to be liquidated in a timely manner and in fult with current available financial
resources. Tle ac{ompanying Balance Sheet _.Govemmental Funds generally reflects only
ass€ts that will b€ converted into c€sh to satiss cunent riabilities. rrng--tem assets aDd thos€
assets thal will not be converted ioto cash to satisff current liabilities are lenerally not accouted
for il rhe accompanying Balance Sheet - Govemmental Funds. At the" same ime, long+erm
liabilities (generally, those unmatured that \ri[ not requfue the use ofcroent fio*ciat ,.source"
to pay them) are oot accouded for in the accompanying Balance sheet - Gov€rnmental Funds.

The Eeasuement focus of the GFFS is on decreases of net financial resouc€s (expenditures)
rather than expenses. Most expe'ditues are meast.able and are recorded when the rclatedgovelmenal fimd liability is incu[ed A.llocation of costs, such as depreciation and
amortizatioD, ai€ rccorded in the accompanying StatemeDt of Activitiqs, but arE not rccorded in
the accompanyiag GFFS.

E. Assets, lisbilities and tret alsets

l. Cash, cssh equivalcntu, and crsh witt fisc.l agent- The Mrmicipality,s cash and cash
equivalents are considered to be cash on han4 demand deposits, and sho;_tern invesbnetrts
with original maturities of tbrce months or less tom the date ofacquisition. Cash with trscal
agent in_the debt service fimd represents spocial additional property fax coltections retained
by the Commonwealth of puefto Rico and restricted fo. rhe paymlt of Oe Mwicipality,s
debt service, as established by law- Also, cash with fiscal agentiorsists oiunused proceeds
ofbonds aDd notes issued for the acquisitioa of equipment d coostruction ofmajor capital
imptovemerlts.
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COMMOI\MEALTH OF PTJERTO RICO
AIITONOMOUS MUMCIPALITY OF CABO ROJO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2OI I

1. ORGANIZATION AIID SUMMARY OF SIGNIFICAI\T ACCOI'NTING BOLICIES
(CONTINITED)

2. Receivsbles and payablcs- Activity betw€en fiInds that are representative of
lending/borrowing arrangements outstarlding at the end of the fiscal year arc reforred to as
either "due to/from other finds" (i.e., the current portion of intErlind loatrs) or -advances
to/Aom other fimds" (i.e., the tron-cwrctrt poftion of interfimd loans). AIt other outstaodiry
balances between firnds are reported as "due to/from other finds.,'

Advances betiyeen firnds, as reprted in the firnd fi[aDcial statements, if any, are ofset by a
fimd balance reserve account in appticable govemmental fimds to indicate that they arc ;ot
available for appropriation and ar€ not extrEndable available financial resources.

Receivables are staled net of estimated allowances for uncollectibte accounts, wiich are
detemine4 based upon past collectioo experience and crrlred economic conditions.
Intergovernmental receivables in the General Fund reFese[ts the balaace due fiom the
Municipal Revenue Collectiotr Centel (CRIM) resutting fiom the final liquidations of
advances made by CRIM to the Muaicipality correspondilg to collectioDs Aom plopety
taxes atrd legislative apEopriatioDs from the Commoawealth of puerto fuco plus final
liquidation of contributiors in lieu of taxes payable by the puerto Rico Electric power
Authority (PREPA) to the Muoicipatity. lntergovemmental Receivables in the detn service
firnd regesent the amounts due Aom the CRIM resulting ftom the excess of curreDt year
property tax collections over crment year advanc€s. lntergoveomental receivable in the
special rcvenue or capital pioject funds repr€setrt amounts owed to the Mmicipality for
reimbursemeDt of erpenditues incurred pu$uaDt to federally fimded or sta; fimded
programs. Th€ Mlmicipal sales and us€ tax is collected on a cotrliact basis with the
Commonwealth of Puerto Rico Departrnent of Treasury.

3. IrvcEtories- Inventoties in the general fimd is recorded as expenditure and consequenfly,
the inventory is not recorded in the statement ofnet assets.

4. Cspital asseb- Capital assets, which include property, equipneot and in6ashuctue assets
(e.g., roads, bridges, sidewalks and similar items), are reported in the govemmental activities
column in the govemmental-wide financial statemeDts. The Municipality defines capital
assel as assets with aa idtial, individual cost ofmore than $25 and an estimared useftrl life in
excess of orre yea.. Such assets arc rcported at historical cost or estimated historical cost if
pruchased or constsucted. Donated capital assets are recorded at estimated fair Darket value
at the date ofdonatiol

28



COMMONWEALTE OF PTIERTO RICO
AIJTONOMOUS MUMCIPALITY OF CABO RO,O

NOTES TO BASIC flNANCIAL STATEMENTS (CONTINUED)
YEAR EIIDED JUNE 30, 201 1

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOI'NTING PIOLICIES
(CONTINI'ED)

The cost of norEal oahteoance aDd repails that do not add to the value of the asset or
mafedally extend assets lives are Dot capitalized.

Major outlays for capital ass€ts and imprcvements are capitalized as gojects are coDstucted.

ggital assets of the Muaicipality are depreciated using rhe straight_line method ovq the
following estiEat€d usefii lives:

D€scriDtion

Land improve0ents

Building and building improvements

Infizstructue

Vehicles, machinery and equipme

UsefiI Life

20 years

20-50 years

2040 years

5 to l5 years

6.

Deferrcd revenues- In &e GFFS, deferred revenues arises when one of the following
situations occur:

a. Potentiat rcvenue does not meet both the .measurable', aad *available,, criteria for
revenue recogniaion in the cu[ent period (unavailable revenue). As previously discussed,
available is defined as due (or past due) at June 30, 201I aDd collected witlin 60 day;
thereaffer to pay obligations due at June 30. In subsequent periods, when borh cdteria arc
met, the liability for deferred revenue is rcmoved aDd revenue is r€cognized.

b. The Mrmicipality r@€ive6 rEsourc€s befor€ it has a legat claim to them (uneamed
rcvenue). In subsequent periods" when the rcvenue recognition cdkriou is mef, the
liability for defered revenue is removed and revenue is recognized.

Deferrgd revenues at the government-wide level arise only when the Municipality receives
resources before it has a legal claim to ttrem.

I.otrg-term obligations- The liabilities reported iIr the governmeDt-wide financial statements
included gercBl and $eciat obligation bonds and notes, and other long{enn liabilities, such
as vacation, sick leave, litigatio& loog-term liabilities to other govemnental entities.

F P" 9d furancial statemeEts, govemmental fund types recognize bond is$ranc€s cos!
during the current period. The face amou of debt issued is reported as other firmncing
sources, ririle boud issuance costs, whether or not wittrheld from the actual debt proceedi
r€ceive4 are reported as expenditures.

29



COMMONWEALIE OF PT'ERTO RICO
AI'TONOMOUS MIJMCIPALITY OF CABO RO.IO

NOTES TO BASIC FINAITCIAL STATEMTNTS (CONTINI]ED)
YEAR EIIDED JUNE 30, 2()I 1

1. ORGANIZATION A]\ID SUMMARY OF SIGIIIFICAITT ACCOIJNTTNG PIOLICIES
(CONTINI'ED)

7. Deferred bond issuance costs - Bond issuance costs are rEported as defened charges and
amortized as requircd by culrellt statrdards. Govemmental fuud typ€s ,ecogrlr" Uooa
issuance costs as expenditues during the curent period. Those issuance coss, whether or not
withheld tom the actual debt Foceeds rcceive4 arc reported as expendinles itr the
appropriate fund-

8. CoDlreNated absences- Employees accumulaie vacation leave at a rate of 2.5 days per
month up to a maximum of60 days. U4aid vacation time accumulated is fi.rllv vested'to the
employees from the first day of work. All vacation pay is aceued when incuned in the
goverDmeBt-r ide financial statsments.

Employees accumulale sick leave at a rate of 1.5 days per month up to a maximum of 90
days..Upon rctfuemenl an employee rcceives compensation fot a[ accumulated and unpaid
sick leave at the current rare, if the employee has at least l0 years of service with the
Municipality. All sick leave 1uy and salary related benefits arc acrrued when incured in the
governmental-wide firuncial slatemetrts wheD the emptoyee meets zuch criteria.

9. Chims aod judpents- The estiDated aDouDt of the liability for claims aad judpents,
which is due on demand such as ftom adjudicated or settled claimg is recorded in the
general fimd when the liability is incured.

10. Fund Balences ln the current year, the Municipality adoped the provisioos of GASB
Statement No. 54, Fund Balance Reporling ond Gweranentat fina fype Defrnitions
(GASB No. 54), which enbanccd the usefirlless of fuod balance informalio" ty p,o"iai"g
clearer firnd balaoce classifications tbat can be more consistently applied- This statement
establishes fiI,d balance classificatiotrs tbat comprise a hierariny-upoo the use of the
rcsources reported in govemmental funds.

Pursuant to the provisioas of GASB No. 54, the accompanying GFFS report frmd balanc.e
amounts that are coosidered restrictd coomitted assigned and Inassigre4 based ol the
relative stength of the constrains thaf control how specific amounts can be spenf, as
described as follows:

a- ReEtricted - Represent resourc€s tbat can be spent ooly for the specific purposes

$lutaSn Uy constitutional provisions, extemal rcsourE€ provideB Gxtemaly inposed
by creditors or graDtoE), or tbrough enabling legislation (ttrat is, legisiatioo that c.*t"" a
new revetrue source aad iestricrs its use). Effectiveln restriaions may be changed or
lifted only with the consent ofrEsource provideE
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINIIED)
YEAR ENDED JI']\IE 30,2OTI

I. ORGANIZATION AIID SUMMARY OF SIGMTICANT ACCOI'NIING FOLICIES
(coNTTNUED)

b. Committed -Repes€Dt resouces us€d for specific prrposes, impos€d by fomat action ofth: Muicipalt highest level of decision making 
-aurhority 

(Mud;ipal Legislatue
though rcsolutions aad ordinances) aad can only te ctranged Uy a similar law, ordioauce
or resolutior; no laler than the end offiscal year

c. Urussigned - Regesetrt the rcsidual classificatiol for the Muicipatity,s general fund
and includes all spendable amounts not contained io the other classifications. In other
fimds, the lnassigned classificatiol is used only to rcport a deficit balance resulting ftom
overspeniing for specific purposes for which amounts bad been rcshictd conmiied or
assigned.

Negative fimd balanc€ amou s arc assigned amourts rcduced to lhe amout thal will
raise the fimd balance to zero. Consequently, negative residual amouDts in rcstricted-
coomitted and assigned fimd balance classificarions have been reclassit"a to ,-.."igoj
fund balances.

The Municipality reports rcsources cotrstrained to stabilization as a specified pupose
(rcstricted or committed firnd batam€ in the gercral fund) only if: (l) such rcsormes
meet the other criteriia for those classificatiom, as aescritea above and (2) the
circumstances or conditions tbat signal the need for stabilization ar€ identified in
suffcient detail and arc not exp€ctd to occur routinely. However, the Municipality has
not eDtered into any stabiiization-like arangements, nor has set aside materiat francia
resouces for emetgencies and has not established formal minimum filnd balances
amounts as offor the fiscal year ended Jme 30, 201 l.
ln situatioDs when expeaditure is made fot a purpose for which amounts are available in
multiple fund balance classifications, the Municipality geuerally spends committed
rcsouces first, ald then ulestricted resources. Within- mrestricted resourc€s, the
Mmicipality geDeratly speods commiued rcsouces first, followed by assigned resources,
and then unassigned resources.

ll. Net Assets- Restided net assets have been teported pursuant to the provisions ofGASB
Stateme No. 46, ly'et Assets Restricted by Enabting Legistqtion (GASB No. 46). Those
aet assets consist of net resources restricted by extemal parties (such as debt coveDants,
crEditors, g.antors, contibutions, laws or regulatiom of other govemmentg etc.), or net
assets for which constraints are imposed by the coastitntional provisions or erabling
legislation.

Embliag legislation coosists of legislation that authorizes tbe Municipality to assess,
levy, charge or olherwise mardate pa)ment of resourcqs (Aom eitemal resource
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NOTES TO BASIC FINAITICIAL STATEMENTS (CONTIIYIJED}
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r. ORGANIZAIION AND SUMMARY OF SIGNIflCANT ACCOI,]NIINGPOLICIES (CONTINUED)

Foviders). Enabling legistatiotr establisbes restrictions if it includes a leealy eDforc€able
rcquirement that those resources be used only fo, tl" 

"p""m" 
pu.p..oG'rj"faed in thelegislation. A legaily enforceable enabling'legislati# **f"i"I l, 

-"""'lfrE 

" 
p"rry

extemal to thrc Municipatity (stch as citizens, p,iUti" iot .""t goorpr, oi A*oai"iu.y) *icompel thc Municipatity to honor. The Municipaliry p".i"&*ffl [rJ.li"s rhe legal

:{:fg1u-v.:l- "nabliry 
tesistarion to a"r*irh"ir'-y.ia"""r"*.*""lir"a ty tt"

erxDtrDg tegrstatioD are used for a purpose not specifed by the eEabling legislation or if
the Municipality bas other cause for constoemnon-

The classification of teskicted rct assefs identifies resources that bave been received or
earned by the Mudcipality with an explicit rmdeNtanding between the M;cipality and
the resource pmviders thaf the resources would be used- for 

"p."it" 
purp"."r. C-r"t,

con&ibutions and donations are often given under those kinrh of cofaitions. gona
ilrdeDnues also often limit the use ofborul proceeds to ap""in" prr.poo. 

-----

Intemally imposed desigoarion of resouces, including earEarting; arc not rcported asEskicted net_ass€ts- These designdions coDsist of m;agement,s-plans for the use of
resources, which are zubject to cbatrge at the discretion ofthe Ivtunicipal L€gislatue.

In the govemmeDt-wide siatemems, net a&sets are segregated into tbrEe categories:

a. Inve$ted in copital osre6, net of rclared derr: Consist ofcapital asset balances net of
accumulated depeciation and outstanding balances of any botrds, trotes and other
borrowings that are altdbuhble to the acquisitior, coGtructioD, or imorovement ot
thos€ assets. This category shoutd Dot include cash that is reskicfed to'capital assets
acquisition or constructioa (unspeDl bond pnrceeds) and any unamortized debt issue
costs.

b. Re$tricted..nel os$ea: R€pesent net assets that are s.ubject to restrictions beyond the
Muicipal's cotrtrol. These inctude reshictions tbal are edema[y imExea (by
credilo$, g.antoB, co[tributoE, or laws and rEgulations of other governments) or
JEsriltigns imposed by the law. through constitutional provisiJas or enab-ting
legislation (including eDabling legislarion pass€d by the goverEment itselD.

c. AnreslricTed ,.et osset: ReprEsent net assets that do not meet the definition of net
asses invested in capital assets, net of relat€d debt or reshicted. uuEstricted assets
ar€ oftelr desigrEled to indicafe that mrnage'qent does not consider Oem to be
available for general operations. These types of coDstraints are inl€mal and
management can rcmove or modify them. Designations arc rlot reporte_d on the face
stalement of net assets.
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NOTES TO BASIC FINAIICIAL STATEMENTS (CONTINI]ED)
YEAR ENDED JUI\IE 30,2OI1

r' oRGANrz,a-TroN AND suMMARy oF sIGI{rFrcAr\ar AccoUNrrNG FoLrcIEs(CONTINUED)

12. Accoutrting for peDsio[ Corts- For the puq,ose of applyitrg the rcquircments of GASB
991aTF 19: 27, I ccounting for pensi; by got; ;d I;""1 Goivernment Emptolren
(GASB No. 27), the state govemment ofthe Cornmonwealth ofpuerto Rico is considered
to- be the sponsd of the Employee,s Retirement System of the Govemment of puerto
Rico ani its 

-Instrumentalities @RS) and System i000, a multi_employer cost_sbaring
defircd benefir plan and a hybrid defined conrribution plao, .""p*rir"fy, in wtich t6
eDloye€s of the MuniJipality participate. The MudcipuUty i, *^iael"a u participanr
and oot a sponsot, ofthese retircrtrent qrstems since the rDajodty of the particip-arts in the
aforementioned pension trust fimds are €mployees of the Commonwealil of prerto ni"o.
According.ly, no portion of the rct pemiotr obligation (NpO) rclated to ERS bas been
allocated to the Municipality in the accompanyiry basic financial statements. The basic
finarcial statements ofthe Commonrryedth ofpuerto Rico report the total amount ofthe
ry ryr9., obligation of ERS, including aoy amount that may coE€spond to the
Muoicipality.

13.Interfr|lt.l and intrr-entity tranlrctioN- The M@icipality has the following types of
traosactions among fu nds :

a" Operatin-g Tramfers- Legally required transfers that arc rcported when incurred as
'1)peraringtrarcfer-in', by the r€cipient fiInd and as -Operating transfers_out- by the
disbursing fund

b- haa-htity T.ansactions- Transfers bstween the fimds ofthe primary govemment are
reported as interfiud tarsfels with Eceivables and payabl* presented as amounts
due to and due Aom other firnds.

14. Risk filencing- The Municipality canies commergial insuraft€ to cover casualty, theff,
tort claims ar1d other losses. Insurance policies arE negotiat€d by the puerto Rico
Treasury Departuent and costs &e allocated among alt the tr{unicipalities of puerto Rico.
Cost ofinsurance allocated to the Mudcipality and deducted tom the gross property rax
gllec!9ry br the Municipal Rwenue Coltection Center (-CRIM) f;r rhe-ye; ;ded
June 30, 2011 amounted to M37,680. The crEreBt insnralce policies have lrot been
cancelled or terminated.

The Mrmicipality carries iasurance coverage for deafh and bodily injuries caused by the
automobile accidetrts. The insumnce is obtained thowh the A;tomobile Accide s
CoopematioE AdmirdsFatior (AACA), a componeDt unit of the Commonwealth of
Puerto Rico. This insurance is compulsory for all licens€d vehicles used on public roads
and highvays iD Puerto Rica- The annual premium is $35 per lic_ensed motor vehicle,
which is paid dircctly to AACA
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1. ORGANIZATION AND SUMMARY OT SIGIIflCAIIT ACCOUNTING POLICIES(CONTINUf,D)

The riftrniciparity obtains worters' compe$ation iDsu.ance thrcugh the state Lsuranc€Fund CoryoratioD (SIFC), a component uait ofrle Com-on*.alt of po".to ni*. fti,rnsTaoc€ cov:6 workers against injuries, dimbility or death because of nort oremproymeDt-reraled ac.ideDts, o_r because of illness sufered as a mnsequence of theiremploymetrt Cost ofinsurance allocated to rhe Municipality anJaJri.i"a-to_ A" gro",
go.pe-r_q. tax colectioDs by Ae Myricipal Revenue Coll'ection Centq (CRIM) for thJyear
ended JuDe 30. 201 I amourted ro $40i,644

Th€ Municipality obtahs unemployment compensation, rcD_occupatioml disability, aoddrivers' insurance coverage for 
- 
i.ts :ryloyees tlr-"gh ,;.; ir",rr.""e Fogramsadministered by the Commonwealth of puerto Ri*," D;p";;;i oi I.*o, _a ff,r-an

Resormes @OL). These insumnce programs cover worters aga;nct unemployment andprovide supplementary fuEunrDce coverage for temponry adfifity, ., death becausework or employmenGrelaled accidetrts or ron-occupaional aiJtiity aoa Orl"e.s,
insurarc€ gemiums are pid directly to DOL on a cost reimtursemeniUasis.

Utrder Act No. 63 of Jutre 2i, 2010, the bgislative Assembly of the Commotrw€altl of
Pueto Rico, authorized the municipelities to procure and manage at their own Aiscretionall ios. trance policies, inch,rting ttose retjed to heatth ptais been- provided to the
municipal .-ployees. The Municipatity atso obtaim medill ins,rancc coverage ftom
one health insurancc company for its emFloyees. Oiffetent healtl coverage and premium
options are negotiated each year by the Municipality. premiums a.. pai? oo a^_oothly
basis directly to the insurance compaay.

15. Use ofestimates

The preparation of the basic fiDarlcial stateEents in accordance with accountiog
principles generally ac.cepted in the United States of Amedca rcquirEs managemeDt to
make.estirnates ani assumptioas that affect the reported uao,-t" oi u*".s 

"oa 
U"lihti""

and disclosure of continge assets atrd liabilities at the date of the basic financial
statements and the repoded amoun-ts of rcvetrues and expendihrres during the reportiug
pedod. Actual results could differ Aom those esdmates.
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COMMOI\MEAIIU OF PUERTO RICO
AI]TONOMOUS MUMCIPALITY OF CABO ROJO

NOTES TO BASTC FTNA]\TCIAL STATEMENTS (CONTII\UED)
YEAR EI{DED ruNE 30, 2OI I

2. CASE CASE EQUIVALENIS AND INYFSTMENTS

Ihe Municipality maintrins its deposits in various commercial banks located in puefio Rico andGovemm€t Development Baok for puerto Rico (GDB). prcc€eds fro;Uonds ana mds related
to certain grdnt a\r-drds arc requircd by law to be held with GDB.

Th: Yuricipality adgpted the Fovisiotrs of GASB Staremenr No- 40 (GASB No. 4O), Depsitqnd lwestment Risk Disclostte, dn Amendrront to GASB Statene; N;.1. fu" 
"tur"__,rcquires tbat state and local govemments disclose ess€ntial risk iDforDation utout a"porio _ainvestn€nts. Thrc disclosrue requirements cover four Dain ,r*", fO "Ji,irf, €) interest rate

risk, (3) custodiat qedit risk, (4) foreign exchange exposu!€.

Crcdit risk - This is the dsk that an issuq or other counterparty to an inveshent will rct firlfill
1! "I|i$"ry. ln compliance wirh .te laws am ,egjatio* oi tle- C-ommonwear4 Ae
tyunl_inatitf has adopted, as it's custodial and qedit ik policy, the Staterw* of lweinent
9r*l!*!. for the Govemment of the Commonweahh 

-o7 iirto Rico. Accordingly rhe
Yycirylrty iDv:1ts oDly in obligations of the Commonwcaltb, obligations of the United Shresol.1-p"4 

-ce]tificales 
of deposits, commercial paper, balkers, i"rp*& or in pools of

obligatiors-of the rnunicipalities of puerto Rico, * "i are -rnag"a Uy'COC. fn" fr,f"t"lpaity
decided to hvest itr debt and marketable securities. Because tho; inv;hents in debt s€cudties
ftom the commonwealth of puerto Rico totaled gg% of totar investnents" there is a credit risk
exposue. Also, the ratings on all Commonw€alth debt securities was placed at BBB by
Standards & Poor's as of June 30, 201 I , two grades before uon_invesing grade. However, thiMuicipality\ management has coucluded that the rist rclated to any friiUte toss retated to
defaults by commercial baaks on the Muaicipality's deposits and inve#ents is considered low
at Jue 30, 201l.

Interest mle dsk - This is the risk that cbanges itr interest mles of debt investments will advers€ly
affect the fai. value ofan inves.hrenl As oflune 30, 201l, the Mudcipality,s inveshents held iD
coEmercial ba.k coNists ofthe following debt secudties:

Tal]6G lry Anhdiry, @tiruEty elable 6om O3/t JZot j .
PR Gdmm.d DeElooffil Bs&. 6 inuNly etlrblc Em O?_/0IZOI I.
PR oovmrnot Dev.lopmdl Bet. cminqNly dtbl,te tM O2lOl/2Oll.
PR CrvmrEr Dcrct@lEr Ba)t, c{fiinuNt} dlhbk tbD 09Dt/2oll.
PR Cmvtuan D.vd@lmt Bet . ddruGb elt.bh 66 O2lO t/2ol I .
PR Uom,E r Doetoptuon Bet . @the6ly cdt.hte ftm 02rc tzo I I .( lat Ctury NEV Sdr@! Dstrid. ebl6r to erc&rdtrs 6lt
PR GortEE Devetormt Bs* . Glinusty 6[,bd te OOO tZO I I.
Fe'ad rh cR Bxs cN c.minuEb €n.bh tun o7t 5/2ot t .

F irvah6aofM.naitis JG30.20ll
v\5Dt25 I 4D_550
2!01D015 l,t50,lo4
2fr112017 700,09E
8[l/2019 191 ,@52l0ll!0x z2dJ,tto
2ntD@2 2999,N
6lt5r2g24 xgzt188mD@5 iE3,7E67h5n@5 25L*1
Tot l t_g0Z fj

.Tb@ bm(h e al.blc @ ay de .iia tu ftsl eI dae ufi] its dd[ity

The Municipality does not have a foroal policy limitiag investuent Eaturities tbat *ould
helo maoage is ex[rosllle to fair value losses Aorl increasig intetest rates.
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COMMONWEALTH OF PUERTO RICO
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NOTES TO BASIC FINA]\ICIAL STATEMENTS (CONTINIjEDI
YEAR ENDED JUNE 30, ZIII

2. CASH, CASE EQUWALENTS AND IIi{Vf,STMENTS (CONTINUED)
Also, at June 30, 201 I , the Mudcipality's inveshnents ir certificates of deposits are recoded atcost, which approximates their fair value. m","fo.", tt. i"rJ"ipaid;, *an"g"^* l*coTlud* rlat at Juae 30, 201l, the interest rare risk associared with,f-f,Ai_i.4"firy," 

"."f, 
,racash equivalents is considercd low.

custodial credit risk - Ia the case of degnsits, this is the dsk thar in tie event ofa baDk failue,the. Mr.Eicipality s deposits may oot be recovered. pr;;;;;;;,,r, of treestmentC,ltideline: ly tlu gowrnrie of the Con^o*u*ttn iJ firto;; A;;_"* deposited incomrercial banks by the MuniciDalirv ar€ i$ued 
-ty 

tf" feal oep.Ji;uraDc€ Corpomtion(FDIC) genemuy up to a maxiDoulr. of g?501006 p"" d"p;;..'i;' 
"iltion, pubtic firndsdeposi, ia commercial banks by the Muni"ipality; frrllr'".c;tlei pff"a as 

"otta"rat 
a.ebeld- in the Municipality's narre, by the agents of rhe Commoowealth,'s ilr"tury of f."**y.Deposits with GDB, ard in commerciit b"rk" e"p.l.-i;;;;;lr, *i^ur"a *auncollateralized. However, no losses relaled, to-defaults by GDB ;fofufui S""*itio, oo aao"it

1111{:f- y: beeD incurred by the Municipatity Uir.rgr, j*" iO,lOir. Th"refo.", th"vrtllrcrparrry s management has concluded thal al Ju[e 30,2011 the custodial qEdit liskassociated with the Municipality,s cash and cash eq,n"ah"ts i";;id;j;;.
Foreign erchange risk - The dsk that changes in exchange ntes will adversery affect the valueof aD irvestmetrt or a deDosil according-to th" 

"f.;;;;;;- ;;#int guictelines, theMuoicipatity is preveoted Fom investing ii forcign securities oi any otf,"r*typo of-iouot *sin wtrich. foreig e-xcbange risk expo1r."- oay L "iplt"".a a#rti"gfi, managemenr hasco3clu{{ t!1 the forcign exchange risk rehrd to tn" tvf*i"ipuUty,s a"poiiL is considered low
at June 30, 20t l.

Cash in BankrThe Municipality,s cash^andinvestments at June 30, 20ll ate composed of: (l)demand deposits in commercial bauks, (2) demand a"p""it" i" ttJ C"r"Ji*t Developmetrt
BaDk ofPuerto Ric! (GDB, fiscal agenD, ;d (3) cash eq'uivalents in -.."r.iuf U"r*".
Commonwealth of Puerto Rico laras authorize gove.Dmental entities to invest itr directobligations or 

_obligations g,aranteed by the reaerat-governmenioipr.r; il*'" Govemment.
The ,vluaicipality is also alowed to invest in b-i 

"*"pt "*r. ;,il-tai oUtigarions andc€ftifcates of deposit in financial insitutions authorized to d. ,;;; u;er the federal andUovernDent laws.

Under Commonwealth of pueno fuco slahrtEs public fuads deposited in coEmercial baDks mustbe firily collateralized for the amount deposited in excess .fiJ.J a"p"Iir".y ircurance. Allsecurities pledged as co[ateral arc held bt the Secretary of the Treasury Jf pr*o ni*.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2OI I

2. CASE, CASH EQUIVALENTS AND INVESTMENTS (CONTINI]ED)

The MuDicipality's bar* balances in commercial banks of approximately $1268,350 in the
general fimd, $1, $1,187,920, $253,000, and 13,928,785 in the community devetopmeot btock
grant, commonwealth legisLdive resolutions, landfill improvements, and other govemmental
Itndg respectively, were frrlly collateralized al June 30, 2011. The deposits at GDB of
apFoximately $589,186 in the general fimd, $7,771,985 itr the debt sewice filll4 $4,i104,608 that
is restricted for the conskuctiol ofa convention center an4 $1,794205 that is rpstricted for othsr
govemmental finfu are uosecured ald rmcollaleralize{ as rc collateral is r€quircd to be caried
by govemmeutal banks.

lnveshetrt held with commercial bank- The invesh€trt held with commercial bank coosists of
$8,561,840, and $350215 uodisbursed goceeds of Conmotrwealth l-egislative Resolutioog md
Geneml Fund respectively. The furuls with an outstanding balance of$8,912,055 as ofJune 30,
201I, eam interest al a variable rate (betwe€Nr 4.62% aod 6010). The outstanding balance is valued
at fair ma*et value.

3. RECETVABLES

A- Murricw License lar- the Municipality imposes a muicipal license tax on all business€s
that op€rate within the Municipatity, which are llot totally or partially exempt ftom the tax
pusuant to the Industsial Inc€ntives Act of the Commonwealth of Puerto Rico. MEicipal
liceDse ta)( r€c€ivable of $1,423 represents filed mudcipat license tax rEtlrtrs that were
uncollected as of Jrme 3Q 201 l, net ofallovance for uncollectible.

B. Mutricipal Soles and Use Tar- Individuals, organizations and €trtities subject to collect tbe
municipal sales and use tax must file a tax retum to the Municipality. The tax is due the l0'
day of each month based on tax collected in the preceding montb- Municipal sales and use
tax rcc€ivable of$171,458 rcpr€se s the rax collected on June by individualq organizations
and entities but reported and paid to the Muoicipality on or before July 10, net of
Ecollectible amourlts.

C. Rena and consfiadion perrritr - The Muricipality has various frcilities which geneEte rent
revenue, and had r€ported 34,800 for rents due but not paid as of June 30, 2011. The
Municipality impos€s a cons&uction permit tax on coNtsuction activities performed within
its territory, ard had reported $26,454 for eligible corshuctiotr activities which had trot yet
paid the tax as ofJune 30, 201l.

D. 0/rers - Other receivables mainly consist of other taxes, fines and penalties rcc.eivable ad
accnt€d interest rcceirEble.

4. DITE FROM GO) GOVERNMENTAL ENTITIES

Amounts due Aom govemmental etrtities as ofJuae 30, 201I follows:
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AIITONOMOUS MUMCIPALITY OF CABO ROJO

NOTES TO BASIC FINAI'CIAL STATEMENTS (COI{TINITED)
YEAR ENDED JUI\IE 30, 2011

4. DI'E TROM CTO) G'OVERNMENTAL ENTITIFS (CONTINUED)

Commouweaft h govemmeut:

collrm.trtrl Eft'rv

Mrmi{rpot Rlvr,roc Coledi,o C.at . fenfl (D6r Sovice rl|od)
PI- ftldry D.Datd (Ctritu s booE)
P-IL TE sj:y D.pr@t (Solcs rd Usc ToGDGlr S.tvicc rod)
PI- D.p.rb.d oflrh(i-rry Nol2
Px" DA.rtu of tlbor-t *No.&.lnms.ahh r -grddiYE Rcsot,nic
P.L Solid Was irrn g.D."r Ad,ait
ToLI

Federal govemment

CrorrrDlE{el Frtirv

6ild C{Ir Blo.t Crer
EtraE/ Etrci.scy Bhct Crar
t S D€pdt .ot ofHounrg dd Irfto Dct doFtrar{.DBc
Othos

Tot l

eealg

489!4!

$ 39,173
189,703

617
167,7a1
39,G7
n,t8

571m0

fl-I??lll

4@Et

I n.gt
2O37a

231,{8

il3230i

5. INTERF'UI\IDTRANSACTIONS

Intg{md recewables aDd payables at Jutre 3e 201 l, and interfimd transfers during the fiscal year
ended at Jrme 30, 201 l, are summarized as foflows:

a. Due froD/to other firnd and Advances Aom,/to otkr firodst

Reclivable Fud

Gaeral Fusd
CDBG Progrdrrs Fu[d Rcimbulrbte Expe rftrEs
Commonw€alt[ t-gislarive R6otuti6 Reinbusabte E q@diturs

Olher Gov€rnmetrbl Fmds c.neral pu'd Reimbursabt. Expcoditures

lrgislativeResolurions cq|et"lFuDd

Total
b- Transfer inlout to other fund

Reimbursablc Exp€{ditues

Amouat

a 1q795
35&42E

1,108,864

350-0q)

ll.'&]7.(E7

E4psq AEs@

C,pital Projdrs S 690,099
Rcimbusible €re.oditu Es

i 105n

Tmpsfer out

Torrl

Ttusfer in

Lrndfill Improvmdl Fud
Odter covernmedtal Fuds

38



COMMONWEALIE OT PUERTO RICO
AUTONOMOUS MT,INICIPALITY OF CABO ROJO

NOTES TO BASIC FINATYCIAL STATEMENTS (CONTINI'ED)
YEAR ENDED JIJNE 30, 201 1

5. CA}ITAL ASSEIS

Capital assets aad depreciaion activity as of and for the ycar eoded June 30, 201I is as
follows:

Govertrnetrel Activilie;

Ceitat assea, mt beiDg d€pr€ciated:

Land
Construclion io progr€ss

T@l €apital sssets trot behg

Capital ass€ts, beitrg @€cialed

Irnd inprovcnents
Buildings aDd building

Int6irrclurr
Vehicl€s, oachiD€ry ,!d equipm€ot

Tohl ceital ass.is being @Eciaed

L€ss accuorulded @ecirdon for-_

htrd iBproven€|Ets
Buildings ad builditrg

lnfraststlciAr€
Vetricl€E orachiD€f,y md equipme"r

Tohl accunulated deprecidion

T@l capial as€rs befug depr€cide4

Govatrme tal aarivfies capital assa:ts,
oet

Additions RetirementsJulv 1.2010
Balance

Jme 30.201i

i 9,942374
t0-877.144

20.819J18

$-
t5520.y13

tSsm-973

80

4,461,842
225828/

993-095

7-713301

(t32576)

(939,62t)
(1,056,565)

682832)

(z8t l-601)

4301-700

iaa2^Q3

$ (2,r)93)
(5.355584t

(5357.677)

Q2.t97\

(o.197\

$ 9,940281
2t-042-531

30-982-814

2,727,413

30,a$A67
21,451,318

10.5m.518

65-512.316

0,830,497)

Q354,173)
(8,519,073)

(5J39.819)

o3243.s62\

42268.754

$610EE272

27-763

24-761

fl4-{34)

$_I5372^Up

2,727,83

3s29s3@
23,7@,fiz

I1.451.416

73.1$-4m

(1, 3,073)

(8293,801)
(9,s75,638)

(6.194.888)

o6.027.4m\

47-t56.AO

$ ?E-L}E.E34
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NOTES TO BASIC flNANCIAL STATEMENTS (CONTINUED)
YEAR EIIDED JIJNE 30, 2OT1

6. CAPITAL ASSETS (CONTINUOD)

Dep€ciation expeDse u/as charyed to firnctions/pograms ofthe M.micipatity as follows:

GoveEm€ntal activities:

G€neml govemment
Public wo*s aad saofuariou
Public safety
Cultuc aod rcqealion
Ilealdr
Welfare and commmity developme,
ElucAion

Total depreciation expense-governmental activities

Amou

$ 354,988
1A00,612

164,56s
750,76

418
128,842
I1.410

$a8rL60L

7. PROPERTY TA)GS

The pesoral Eoperty tax is self assessed by the taxpayer on a rcturn which is to be filed by May
l5 ofeach year with the Municipal Revenue Collection C€ater ('CRIM), a govemmental entity
cEated by the government of Puerto Rico as palt of the Municipal kgislation approved in
August 1991. Real property t8x is assess€d by the CRM on each piece ofreal estate and oD each
building.

The assessment is made as ofJaDuary 1 ofeach year and is based on current values fot personal
prcperty and on estioated values as of 1957 fol rcal property tax. The tax on personal Foperty
must be paid in fu[ together with the rctum by May 15. The tax on real property may be paid in
tvt/o instalhEtrts by July I atd Ja.ouary 1. The CRIM is resporsible for the bitling and collections
ofreal aad personal property taxes on behalfofalt the municipalities ofPuerlo Rico. Prior to the
beginning of each fiscal year, the CRIM informs the Municipality of the estimated amormt of
p@perty tax expected to be collect for the ensuing fiscal year. Throwhout the year, the CRIM
advances funds to the Municipality based on the initial estimated collectioog as modified by the
quarterly ievisions of estiEates r€qui€d by law. The CRIM is required by law to prepare a
liquidation slatqnetrt on a fiscal yea basis, whereby a comparison is made betweeD the amounb
advanced to the Municipality ad amollllts actually collected &om taxpayers. This petiminary
liquidation has to be completed oa a preliminary basis not later thao tltree montbs affer fiscal
year-end, and a final liquidation made not later tban six months after year-end subject to the
veritrcation by its tidepetrdeat Auditors. If the CRIM remits to the Municipality Eop€rty tax
ad%nces, which are less than the tax actually collecte4 a receivable Aom the CRIM is recotded
at June 30. Howevei, if advances excced the amouDt actually collected by the CRM, a payabte
to the CRIM is rcconded at Juoe 30. The CRIM issued the Feliminary settlemeot noting tbat the
advances exceeded collections by $278,900. This balance will be retained by the CRIM dudug
fiscal year 2012-2ol3.Those amouats ale presented in the govemment wide finmcial statements.
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COMMONWEALTE OF PI'ERTO RICO
AUTONOMOUS MUNICIPALITY OF CABO ROJO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR EI{DED JUNE 30, 2OT I

7. PROPERTY TA)GS (CONTINUED)

Oa June 26, 1997, Public Law No. 2l was enacted, authodzing the CRM, among other things,
to sell the Foperty tax receivables related to hxpayers who owned prop€ty taxes Aom 1974 to
1996. Such plopety t x rcceivables were purchased by the public Financing Corporatior, a
subsidiary ofthe Govemoent Development Bank ofpuerto Rico (GDB) using the proceeds ofa
bond issuallce- execlted for such purposes. Said Iaw imposed the bRIM- the ;b[gation to
rcplace ucollectible property tax receivables with any valid property tax receivable ot
equivalent in morcy- Subsequent to the approval ofthe Iaw and to the sate transactio4 it was
detected tLat a substantiar perc€ntage of the receivables sold were unco[ectible. I,, order to
protect the economic damage to the finarcial shucnne of municipalities caused by the
sutlstitutioD of uncollectible tax rec€ivables with sound collectible receivableq on october l l,
2001, ?ublic t^aw No. 1,16 was approved aud eDacted. Ttrough this Law, the CRIM was
authorized to obtain a loan fiom any qualified financial iostitutioo and pay h advance tie
outstanding balance of the bonds issued and any r€lated cost incurred for ihe purchase by the
Public Firunrcinq Corporation (a GDB subsidiary) ofthe tax rec€ivables. The loan is befug paid
by rhe mrmicipalities thru a 30 year long term financing negotiated by the CRM with GDB on
bebalf of such municipalities as authorized by the iudicated taw. During the first five years of
the note, commenced in July l, 2003, the Mwicipality sha[ pay o y interes. at the end ofthe
first-five yrars ofthe note, the repayment terEs and conditions ofthe note shall be renegotiated
to-all9w th9 M]aicipality to pay the outstaoding balaace of the nole in equal iEstalments of
principal plus interes! thrcugh maturity. As of June 30 201l, the related uDpaid prcp€rty tzx
advances included in tbe Shlemert ofNet Assels aoounted to $290,020.

Th- e anmral tax rate is 9-03% for rcal propefy and 7.03% for persoral Foperty of wlich 1.03%
of both tax rates are for the redemption of public debt issued by the iommonweatth of puerto
Rico. The reDainiDg perceltage is distributed as follows: (z) 4.V/o ud 6.0010, .espectivety,
rcpreseds the Mmicipality's basic property tax rate which is appropriated for basics and
accormted for in the geleral fimd. A portion ofsuch amount is deposiied in an equatizatioa ftnd
together with a perentage ofthe net rcveoues ofthe puerto Rico electonic lotte5r and a subsidy
lom the Commonwealth of Puerto fuco. Frcm such firnd a distribution is made to ail
municipatities; (b) 2.0% reEesents the ad valorcm tax rcshicted for debt s€rvic€ and accomted
for itr the debt sewice firnd.

Resideatial rcal property occupied by its owner is exempt by law from the paymenr of Foperty
taxes on the first $ 15,000 of the assessed value. For such exempted amounts, the puerto-Rico
Treasury Deparheat assumes pa)rmenl ofthe basic tax to the Municipalities, exc€pt for Foperty
assessed at less than $ 3,500 for which oo pal,ment is made. As part of the M;ni;ipal
Autonomous Iaw of 1991, the exempt amount to be paid by the puerto Rico Treasury
Departuent to ttle Mmicipalities was Aozen as ofJanuary l, 1992- In additioq the law grams a
tax exemption Aom the palment of personal goperty taxes of up to $ 50,000 of the assessed
value to rctailers having atrnual net sales of less than $ 150,000.
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COMMOINYEALTE OF PUERTO RICO
AUTONOMOUS MUMCIPALITY OF CABO ROJO

NOTES TO BASIC FINANC'IAL STATEMENTS (CONTINTIED)
YEAR ENDED JUI\E 30. 2OI I

8. MI'NICIPAI SALES AND USE TAX:

Ou July 4, 2006, the Commonwealth l4gislature approved Act. No. ll7 (Act ll7) which
amends the Puerto Rico Intemal rcvenue Code of lg to providg among other things, for a
sa.les and use tax of 5.5Yo to be imposed by the Coomonwealth Govemment Act I 17 also
authorizes each m@icipal government to impose mudcipal sales and use tax of 1.5%. This
municipal sales atrd use tax has in general the same tax bas€ and limitatioEs (excapt for
unprocessed foods) as those provided by the Coomotrwealth,s sales and use tax.

Section 6189 of the Puerto Rico Intemal Revenue Code of 1994, as amended authorizes the
Muuicipalities i[ Puerto Rico to impose a sales and use tax to consum€rs. This tax must be
imposed in coDformity w h rhe base, exemptions and limitations contained in Subtitte BB ofthe
Code. The municipal sales aDd use tax is specitrcally imposed overall sales traDsactioDs of
taxable items and combined transac-tio$ (as defined by the municipal intemal rcgulation) -ken
place withiu municipal limits. The municipal sales atrd use t8x is also specifically impose over
the puchas€ pric€ for the use, storage ot c4nsumptiol oftaxable tranmctions (as defined by the
municipal intemal regutation) taken place within municipal timits. The Municipal trgistature
approved the imposition ofthe municipal sales and use tax effective on Novemberl5, 2006.

On July 29, 2007, the Commorwealth of Puerto Rico Legistature apEoved Act No. g0 C.Act
80") which amends Acr No. I lTofJuly 4, 2006 to impose to all muniipalities ofpuerto Rico a
uuiform muuicipal sales and use tax of l.5o/o. Efective on Augus l,aOO7 1% of the 1.5% is
collected by the Muicipality's alrd the reEaining .5% of the 1.5% is collected by the puerto
Rico

Departmeft ofthe Treasury (PRDT). Act 80 atso provides for reshictions on the use ofthe sates
tax, which is required to be invested in solid Baste and rccycling progrartrs, capirat
impovements and health and public safety costs

Aoout collected by the PRDT (the remaining .5% of the l.syo) is deposited in accounts or
special fiI,ds in the GovemmeDtat Development Bank (-GDB"), subject to restrictions imposed
aod distributed as follows:

o .ZYo of the.5% will be deposited in a'Municipal Development Fund" to fitranc€ costs as
restricted by the Act,

t .2!/o of the .5% will be deposited in a 'Municipal Redemptioo Fimd,' to finance loaDs to
Muicipatities subject to restrictions imposed by the Ac! and;

o .1% of the .5% win be deposited in a ..MEicipat Improvemeat Fund" to finance capital
improvement projects; this filDds will be dishibuted besed on legislation ftom the
Commoawealth's kgislature

42



COMMONVYEALTE OF PUERTO RICO
AUTONOMOUS MI'MCIPALITY OF CABO ROJO

NOTES TO BASIC FINAI\CIAL STATEMENIS (CONTINUED)
YEAR ENDED JI,I\[E 30,2011

8. MIIMCIPAL SALES AND USE TAX: (CONTINUED)

- The Municipal Legislatue amended Municipal Ordinance No. 3 Sedes 2006-2007 to coDform to
dispositioDs ofAct 80.

- Individuals, organizalioDs arld entities subject to collect the municipal sales and use tax must file
a retum to the Municipality. Tax is due each 20h day ofeach mofth based on tax collected in the

_ preceding month.

The Municipality co,Jected $2,137,625 during the year eDded JuIIe 30, 2011. Alsq $562,71g

_ fiom the Municipal Redemption Frmd is included in the Debt Service Fund.

9. ACCOUNTS PAYABLE A]\'D ACCRUED LIABILITIES:

_ AccouDts payable and accrued liabilities at June 30, 20l l are sumruarized as follows:

Colmuity
D.veloF@t Cdio{lEth txDdfiI OdErBletcmr DeU Sdie t4islanE hp{ovqmr Cdvotin Cnr€lrrl@t l

- Drsqiplir cffil F@d F@ds Fuad R@luliG F-d Fmd Card Fud F@r,s Tot j

A"*tsD.rrbL S 576,s72 S 2lt,6l4 S - t 1256,095 t 507,,100 S 7-1j,53 3 tE2,l63 S3,105,t97Aqed liabiliri6 895-4E6 s95-,l88

- ror,r r ii?2.060 ! 2ljt4 s- !J2t4gr t joz4{o ! z@ l_uzl6r a.iii,-6t5

_ 10. DUE TO OTHER GOVERNMENTAL ENTITIES:

The amormts due to other govemmental entities in the Geneml Fund include the following:

- covsmmeotal Entiw Amout

General Servic€s Admini$aion $ 4,544
Covemment ofPuerto Rico Employee Association (AEGPR) 13,188- Puerto fuco Aqueduct ad S€wer Auhority 39-E39

Total $ Iff?f
- 1I. LIIYE OF CREDIT:

In July 2010, the Municipality entered into atr $809,948.93 line ofcr€dit with a commercial baok

- for the acquisition of equipment for vadous departnents and facilities. The tine bas a term ofone
year and will b€ar an interest of 2olo of ..Broker Call Rate,, for a balance of over $500,000. An
hvestment of $?,550,000 with the same institution will serve as collateml. Line of dedit activitu

- for the year ended June 30, 201l, was as follows:

Beginning balance $ -Additions 809,949
- Reductions

Endins bala.ce #ffi
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AIITONOMOUS MI]MCIPALITY OF CABO ROJO

NOTES TO BASIC flNANCIAL STATEMENTS (CONTINI'ED)
YEAR ENDED JUNE 30,2O1I

12. DETERRED REVEI\'UES

A" Municipal Liceru€ Tar- The deferred revenues of$1,664,940 in thc general firnd relates to
muicipal license tax collect€d in fiscal year 20010-l I tbar will be esmed in fiscal year
2001t-12.

B. Commonwealth GovernBent- Deferred revenues ftom the Commonuiealth Goverament
rcpresent rcvetrues not available as rcqufu€d by cudeot standards. A detail of those balances
follows:

Maior fimd4eneral Frmd:
P.R Department of TTeasury-Cbdsbms Botrus rcimburseEent
P.R Department of l,abor -Iaw No. 52
P.R Department oflabor -Iaw No. 82

CoEmoNrealth t€gislative ResolutioDs

Maior fuod-LandEll Imorovement Frmd:
P.R Solid Waste MaDagement Authodty

Totat

Amoutrt
$ 189,703

163,634
39,099

Maior firnd-Debt Servic€ Fupd:
P.R Departme ofTreasury - sales and use taxes (debt servico fi]nd) 30,000

Maior fimd-Coomonwealth keislative Resolutioos Fuod:

C. Federal Government- The deferred revenues represent the portion offederal grans received
for which quaiifting expenditures h.ve not been incurred. Deferred rcvetrues ftom the
fed€ral governmetrt ar€ as follov/s:

Other eovemm€r al funds

Office of Elderly Alfain
Others

Total

77,168

572.000

s 1,071-6()4

Amout

$ 3,829
1220

$____l-049
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AUTONOMOUS MIIMCIPALITY OT CABO ROJO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINIIED)
Yf,AR ENDED JI]I\IE 30, MlT

13. LONG.TERM LIABILITIES

Long-terE liability activity for the year ended Jrme 30, 201 I, was as follows:

Beginnirs BorrowiDgs or Payn€nts or Ending BalaDce
Balane Additions fredu.tiurs

Due Withi,

G.n ral, SFciol Obligdioos Bonds

Nor6 F)tble io C{M-LIMS

No& payabb io CRjM-Filracilg
of iiElirqrr.ot mmts

Nole po)"ble to P.R. fhporbcnt of
lrbor

Note parrble ro P.R solid w&gc
Ilmrg.er Adro.ib,

l"mdtrl Clooc d Poi{l6rr

Not p.rrblc to ERS

Otligdion uDd6 capilrl lascs

Conp€msated abscncB

Cl"ims d jdgrDctra

PE/?bk to PREPA

PE lble ro CRlMqccss of
Flp€rty tax adt nccs ovq dral

Totat

t 2333&055

t3t t

293)51

271,86

6219

12525O

3,665,316

377,51t

25,0m

50l,5EE

99,551

t4,530,m0 s( 1,493,055)

(8621E)

(llJ34)

( .612\

(6119)

lgzt04,

(53,776)

(12t,705)

(317,511)

(25,000)

(501,5rE)

(99,5Jr)

$ 24375,0m

45,043

2&,920

ta\21

3,942)M

55.261

174,194

3,513.671

379,4M

46,432

J 1,6r5,m0

15,O12

13J34

9iJst2

55263

65,Ot2

250,{m

379,406

46A32

3,942,3(x

117,X7

Itz72O

379,106

4L132

278.8e

$2811!-001 t9-427)D !ep@i?a LIlorr$? $2160-IU
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COMMONWEALTE OF PUERTO RICO
AIJTONOMOUS MUMCIPALITY OF CABO ROJO

NOTES TO BASIC FINAI{CIAL STATEMENTS (CONTINI]ED)
YEAR ENDED JUNE 30,2OI1

13. LONG-Tf,RM LIABILITIES (CONTINUED)

l- Geaeral and special obligation boods aud notes - The Mrmicipality,s outstading general and
special obligation bonds aad ootes at June 30, Z0l0 amounr io $j6J75,000. Ali these bonds
are serviced by the Govemmeotal Development Bark of puerto Rico (GDB) matudng ar
various dates. $ rcOuirea by hw, the Coomonwealth Govemment is oUtigarea to coliec
p_roperty taxes for payment ofprincipal and interest on bonds and notes.ln addino\ .2% of
the .5% muoicipal sales ard use tax collected by the p.R. Deparhent of Treasury is
deposited h a 'Municipal Redemption Fmd,, to financc toals to iv{unicipalities subject to
restrictions imposed by law. Debt service fuods has been established for the bonds and notes
ar GDB with the poceeds ofthose Foperty atrd sales and use taxes, r+hereby sufficient fimds
must be set aside in order to cover the Eojected debt service requiremeni before any uew
bonds are issued-

A detail ofthe generat and special obligation bonds and notes as ofJrme 30, 201I follows:

Outstanding
AmountDescriDtrotr

1992 public improvement bonds of g8EO000 due in amual installments rangfug
from $20,000 to $61,000 throuSh January I , 201 6; beariry iDrerest
ai5.0 %

193 public 
!-Frovement botrds of M54000 due in amual irstallmefts Enging

from $10,m0 to $32,000 dllough Januaq/ l, 2017; bearing hterest
at5.0 Yo

1997 public improvement bonds of$765,000 due in annual iostallments ranging
from $15,000 to $75,000 6rough January l, 2016; beariry interest
at raGs radgiDg from 6.23yo to 6-5y/o (6j@/o at June 30, 201 I )

1997 general obliguion notes ofg1,735,000 due in annual iostallments ranging
fiom $40,000 to $165,000 thmwh January l, 2016; bearing hter€st
at mres nrying from 6.23% to 6.5Wr 63e/o d..fune 30, 201 I )

I 999 
-gercral 

obligation bords of $83e000 due in annual installm€ats rangiry
from $10,000 to $70,000 rhrough Juty l, 2023; bearing inrerEst
at rates rarging fiom 5.860/o to 6-56% (5 .86o/0 at Ime 30, 201 I )

$ 2?6,000

169,000

360,000

615,000

605,000
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COMMONVYEALTE OF PIIERTO RICO
AUTONOMOUS MT]MCIPALITY OF CABO ROJO

NOTES TO BASIC FINAI\ICIAL STATEMENTS (CONTII{UED)
YEAR EI{DED JIJNE 30,2OII

13. IONG-TERM LIABILITIES (CONTINITED)

Des6ip6m ffi

1999 general obtigdim bonds of $lJ 1q000 dlr in amual tusalhxnts ranging fion $ 3$,000
S50,{X}0 ro $140,000 tujough July 1,2013; b€.ring imerest
Iees rangtug fion 5.86yo ro 6.1 l% (5.869/0 at JuDc 30, 201 l)

20{D gen€ral obligatioD bonds of $2,M),000 dll6 in aDnEl inshllDents nnging fion n,NO
$E0,000 to $215,000 lhmwh July l, 2014; bearing htercst
at rates rarying ftom 4.301,/0 to 4.73yo @3e/o * lume 30,20ll)

2003 geoeral obligatim bonds of $4,425,000 drc in etrtul iDsrallde s regiDg tDm 3,545,000
S75,000 to $X5,000lbrough July l, 2026; bearing int€rrst
d rdes ranging tom 430% to S.@/6 (43Wo at l]UrJe 30,2011)

2004 general oblig.tiotr bonds of $505,000 due h aoftal inshlmes ruging from 420,000
$10,m0 to $40,0m tfrmugh Jury l,2028; b€aring iDterEst
al rd6 rmgiDg ftom 4.36% to 5.31% (4.J0% at Ime 30, 201 1)

2m4 g@eral obligariotr bonds of $545,000 due h aDrual instal]rne s rmgiry fiom 4JO,Ofl)
$10,m0 to $35,000 fimugh July l,2028; b€arin8 tuter€s
Etes mrging fiom 4-36% ro 5J I % (4.50% at Jtme 30, 201 I )

2004 ge eral obligatiotr boods of$1,000,U)0 due in alnual i.d,ll'rF s rugiag toor E45,000
$20,m0 to $75,0m drough Juty l, 2028; b€sirg iDter€st
at rares ranging fiottr 436% to 5.31% (4-5ryo at Jutre 30, 201 I )

2flX geneial obligation bonds of $505,000 due in aDnual insalmenb raDging tom 235,000
i4O,000 to $65,000 thmwh July t, 2014; beeing intercst
ar rares rarytug fiom 436% b 4.73o/o (4.5tY6 ar l\,Js30,2011)

2006 genelal oblig.tion bonds of $850,(rc0 due h alnual iostalhe s rmgiry fioo 280,0m
$lm,flD to $l45,0O0ltuowh July l, 2012; b€aing int€iEst
ar rares rangiDg Aom L53 43PA to 7.W. <1.53439A at June 30,20t l)

2006 generrl obligarion boods of t355,000 du€ in aDnual insial]mclrls fttrgitrg ftom 325,000
$5,000 to $25,000 Srough July l, 2030; beding imeftst
at rates rarying fi'om 4.36yo to 5.3 I % (4.5elo a! Jtme 30, 20 | I )

20ff gercral obligalfun.ote of $1,75,000 due i! &nud in.rellm€'r. roging ftom E75,0(x)
$200,000 to ll l5.000 rtrough July l,20l3i beari4 inreEsr
e rdes raDgitrg fiom 1.53$f/ob 7.smh (1.5343f/o d Junc 30, 201l)

2007 g€neral obligation not€ of $710,0fl) due itr aDDual install:dedts ratrgitrg tom 450,m0
$80,000 to $125,000 $rowh July 1,2014; b€aing itrt€IEst at rsEs ranging fron
1.53438Vo to 7.SV/o (153438o/o a, Jwe 30, 201 I )
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AUTONOMOUS MI]MCIPALITY OF CABO ROJO

NOTES TO BASIC NNA]\ICIAL STATEMENTS (CONTINTJED)
Yf,AR f,I\IDED JI]IIE 30, 2OI I

13. LONG.IDRM LIABILITIES (CONTINI'ED)

Outsta ing

2008--general obtigation note of $1,850,m0 due in abnual insallm€fis ranging from
$45,000 to $l 75,000 6mugh July l, 2O2S; b€ariry interesl
at rares lnngiDg fiom 1.53 438I/0 to 7.sry/o (t.S3438o6at Jme 30,201l)

2010 geaeral oblig.tion bonds of 99,405,000 dle in @ud installmetrE ramiD! fiom
$135,000 to $785.0m thrcuCh Juty I. 2014: b€fing int r€sr
at ra €s raDgrtrg tom 6.00../0 to 7.50olo.

20ll special oblig.tior bonds of $4,530,000 dlle in anual iasta.[msfs raDgitrg from
$100,000 to $415,000 lilough July l, 2O3O; b€.ring irtercst
6t iates ra[ging fiom 6.00elo to 7.50./0.

Antrual debt service .equinements ro matuity for bonds payable are as follows;

$ 1,760,000

9270,000

4J30.000

l26l?5J00

fsq Fnding
June 30.

2012
2013
2014
2015
2016
2017-202r
2022-2026
2027-2031
2032-2036

Total

Princioal

$ 1,615,000
1,733,000
1,702,000
1J41,000
1,007,000
4,557,000
5,875,000
s,720,000
2.825.000

s 26.375-0!0

Interest

$ 1,382.334
t,489,712
1,454,023
|,363,s34
1,30t,489
5,649,072
4,124,695
2,011,228

443.063

L19219-150

,- LIMS_RepalEent Pl.D- During rhe fiscal year 200G200t, the Mrmicipality authorized

9g CRqd to retain the conesponding portion for the fimncing iro.;ot of fana
InfonDation Maragement Systern- LIMS, contracted by the CRIM. aiotal of $OS t,64g i"
to bc r€taircd in a teE yea.s p€riod at an interest rate of 5.9S2 ,ntil November 2g, 2Ol l.
At Juoe 30,201l,-the outstaDding debt balance is $45,042. This amomt is presonted itr
the govemmenlwide financial statements

2. Pmp€rty Tares Debts- These amounts rcEesents the balance owed to the Treasurv
De?arhyrt 

1tr9 to the Mtmicipal Revenue Collection Center (.CRIM) at June 30, 20li
as described iD Note 6.
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COMMONWTAT,-TH OF PUERTO RICO
AUTONOMOUS MUN'ICIPALITY OF CABO ROJO

NOTES TO BASIC NNA}ICIAL STATEMENTS (CONTINUED)
YEAR ENDED JI'I\TE $,2011

13. LONG-TERM LIABILITIES (CONTINI'ED)

3. Compenseted abcences- The gov€mm€nt-wid€ statemeff of net ass€ts includes
4proxinately $2'007,145 of accrued sick leave benefits, ad approximately $1,30O20g
of accrued vacation baefits, ad approxieately $236Jlg for cmpensatory leave
bcaefits, Epres€nting the Mrmicipality's commihent to firnd such costs Aom fifrtrE
operations.

4. Operrthg lcases-The is obligated und€r certain leasos acclunted for as
op€rating le€s€s. Operating leases do not give rise to goperty rights or lease obligdions,
and therefore the rcsults of the lease agecirents are not rEflected in the Mrmiciiality,s
fiDancial statements.

The following is a schedule by years of firture minimrm rcntal pa),ments uld€r opqating
leases tbat have fuitial or r€mainiog noFcalcelable lease t€f,ms in excess of one year as
ofJune 30, 201l:

Yea Eodirg (iova@tal
Jun€ 30. A6h/iti€s

2012 t 65,012

2013 65,0t2

2014 29,39

2Ot5 17544

2016 5,187
Amout RepEseotirg in&rEst

(7.9@\
Total minihum psym€nls lequilld

u2lr91
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COMMONVYEALTE OF PI'ERTO RICO
ATITONOMOUS MI'MCIPALITY OF CABO ROIO

NOIES TO BASIC HNAI\CIAL STATEMENTS (CONTINI]ED)
YEAR EI{DED JUNE 30, 2OIT

13. LONG.TERM LIABILITIES (CONITNI'ED)

5. Christnas Bolrus- rBpresents the ac&ued portion corresponding to fiscal year 2010-2011
ofthe Cbrishas bonus to be paid in Decemb€r 201 l.

6. Chims rnd Judgur€nts - reEesent the fiDal settlement oflegat cases paid subsequent to
JuIle 30, 201l. The awarded amouot wifl be paid with uorcstricted firnds.

7. Prysble to CRnA property t ! rdvrnes - reprcsent amormt reported by CRIM on
pieliminary settloment ofexcess ofadlrances over actual collections ofproperty taxes.

L Departmetrt of Labor Repayment Plan- This amoutrt rclates to an unemploymetrt
irsu!'ance debt. The Muaicipality agrees to repay the total of $271,836 including
interests, by an agreerDed signed in June, 2010. In this agreement, the Muoicipality
accepted the debt for the total of $297,336 and requests a payment plan to liquidale the
debt in 36 monthly payments. As of Jrme 30,2011, the debt balauce amormted to
$181,224.

9. RetireEent System AdEitristration Special Llws-Pryment Phn- This amoutrt
represelts the amount owed by the Municipality to the Retircment System
Administration for the inarease in beDefits to employees as per various laws qrproved il
fiscal year 2010-2011.

lo.Landfill closure and postdosure cosb -See Note 15.

14. PENSION PI-AN

The Employee's Retircment System of the Commoawealth and its Instrumentalities (the
Retircme System) is a cost-sharing rtrultiple defined benefit pension pla,ls sponsored by, atrd
reported as a component lmit of the Commonwealth of Puerto Rico. All tegular employees of
the Mudcipality under 55 years of age at the date of employment become members of the
Retirgment System as a conditioq to thei! employment.

The Retirement System provides rcttuemen! death ard disability benefits pulslatlt to legislation
enacted by the Govemment of Puerto Rim's legislalure. Disability retircmed benefits are
available to members for occupational and non-occupational disabilities.

Retircmeft benefits depend upon age at rEtirement aud the numbet of years of q€ditable service.
Bene6ts vest aner ten years ofplan participation-

Members who have attained 55 years of age and bave completed at least 25 ye€rs of crEditable
service or members who have attained 58 years of age snd have complaed ten years of
creditable service are entitled to an annual benefit payabte montlly for life.
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COMMONVYEAf;TH OT PUERTO RICO
AT'TONOMOUS MUMCIPALITY OT CABO R(}'O

NOTES TO BASIC NNANCIAL STATEMENTS (CONTINIIED)
YEAR EIYDED JIJNE 30, 2OI 1

14. PENSION PI-AII (CONTINITED)

The amount of the aDnuity shalt be one ard one-half percent of the av€rage compe$ation, as
define4 multiplied by the mrmber of yea$ of creditable servic€ up to twenty yea$, plus two
percent ofthe average compematioq as define4 multiplied by the number ofye€Is ofq€ditable
service itr exc€ss of20 years. Io no case will the amuity be le6s thrn $200 per month-

Participants who have completed at least 30 yea$ ofcreditable servic€ are eDtitled to r€ceive the
Merit Annuity. Padicipants who have not afiained 55 years ofage will rEceive 65 percent ofthe
average compeDsalion, as defined; otherwise they will receive 75 percent of the average
compensatioD, as defined- No benefits arc payable ifthe participant rcc€ives a refimd ofhiVher
accumulated coatibutioos.

CoEmonwealth legislation requires employe€s to contribute 5.775% fol the first $550 of their
monthly goss salary and 8.275Yo for ihe excess over $ 550 of monthly gross salary. The
Municipality is required by the same statute to contribute 9.275Vo of tE participant's gross
salary.

OD Septembq 24, 1999, N amendment to Act No. 447 of May 15, 1951, which created the
Retiremed System, was emcted wifi the purpose of estabtishing a new pension program
(System 2000). Employee's participation ilr the cuIIeDt system as of December 31, 1999, may
elect to stay in the defiaed beuefit plan or tansfer to the new program. Penons joining the
Municipality otr or after January l, 2000, will only be allowed to become members of System
2000. Syslem 2000 will r€duc€ the retirement age ftom 65 yeals to 60 for those erployees who
joined the curretrt plan on or after April l, 1990,

System 2000 is a hybdd defined contribution plan, also known as a cash balance plan. Under
this oew plao, there will be a pool off,eDsion assets, which will be invesed by ERS togethq pith
those ofthe current defined benefit plan. The Commonwealth of Pueto Rico will Dot guarantee
b€nefits at rctireBent age. The aDnuity will be based on a fomula wldch assumes that each year
the ernployee's contribution (with a minimuo of 8.275Y. to the employee's s8lary up to a
Daximum of l$lo) will b€ invested in an account which wilt either: (1) earn a fixed rate based on
the two-year Constant Matudty Treasury Note or, (2) eam a rate equal to 75% of the Ietum of
the ERS's invesheDt portfolio (tret of maoagement fe€s), or (3) eam a combinatioa of both
altematives.

lfat the tiEe ofrcti€ment ac{umulaled benefits amount to $10,000 or less may elect to Ec€ive a
lump sum distibution up to the accumulated benefts. Under the trew program the retirement age
is reduced ftom 65 to 60 for those employees who joined the curent platr on or affq Apdl l,
1990_
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COMMOI{VYEALTH Otr' PUERTO RICO
AT'TONOMOUS MT]MCIPALITY OF CABO ROJO

NOTES TO BASIC FINANCIAL STATEMENTS (CONIINIJED)
YEAR ENDED JIllrE 30, 2011

14. PENSION PLAI' (CONTINUED)

Fundbry PoliL?

The authority uder which the firnding policy and rhe obligatioDs to contibute to the ERS and
System 2000 by the plaos' menberq EnFtoyers and other cotrtih ing entities (stafe and
municipal contibutions), are established or may be amended by law.

Contribution requirements are established by law and are as follows:

Muricipality 9.275% ofgross salary
Employees:

Hired on or before March 31, 1990 5.75% of gross salary up to $6,600
8.275% ofgross salary over $6,600

Hircd on or before April 1, 1990 8.275% ofgross sslary
Aanaol Contribtioa

The Municipatity contributions duriag those years are recognized as total p€osion
expenditureyexpenses in the category of admhist'ation as follou/B:

Fiscalvear LawNo.,g7 Svstem 2000

20ll $ ,108,788 S 299,129

2010 $ 438,951 $ 295,313

2009 $ 4s2,623 S 2U2U
These amormts .epres€trted the 10@/o ofthe rcquired contibntion for the conEsponding year,
Additionatly, cbanges made in the typ€s ad amouots ofb€oefits ofercd by special laws and
cost ofliving adjr.6heats, led to a one-tine recommended contribution to fimd the rctroactive
adjustment rclated to the changes.

AdditioDal informalion on the Rctirement System is provftled in its fioancial statements for
the year ended June 30, 201l, a copy ofwhich can be obtained fiom the RetiEment System,
Minillas Statio4 PO Box 42003, San Juan, PR 00940-2003 .
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COMMONWEALTE OF PIIERTO RICO
AUTONOMOUS MT]MCIPALITY OT CABO ROJO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JI'I\TE 30,2011

I5.LANDFILL CLOSIJRE AI\D FOSTCLOSI'RE CARD COSTS OBLIGATIONS

State and federal laws and regulatiors require the Municipality to place a final cover on its
landfrll sifes and perform certain maintenatrce and monitoring filtrctioDs at the landfills sites for a
minimum of thirty (30) yea$ after closure, Although closure and post closure care costs wilt be
paid only near or after the date that the landfill stops ac.epting waste, the Mmicipality rcports a
portion ofthese closure and postclosure care costs as an operatitg expeDs€ in each period based
otr landfill capacity used as ofeach balance sheet date. The $ 3,942,304 reported as landfill post
closure care liability at Jue 30, 201l, repesents the curnulative amount reported to date based
on the use of 19 percent ofthe estimaled capacity ofrhe landfill. The MuDicipality will recognize
the rcmaining estimated cost of closue and post closure care of$ 11,114,096 as the rcrnaining
estimated capacity is filled- These amouts are bas€d on wbat it would cost to perfom all post
closwe carc in 201l. The Municipality expects to clos€ the landfill iD 2042. Actuat costs may be
higher due to iDflalioD, chatrges in technology, or changes in regulations.

The Municipality has reserved $14,507 as of Jrme 30,2011 to finaoc€ futur€ closue and post
closure care costs of this solid waste laadfill. This rcs€rve has been created by legistation.
However, if the reserve is ioadequafe or additioDal post closur€ care rEquitements are determircd
(due to changes ir technotogy or applicable laws ot regulations, for example), these costs may
need to be covered by charges to futule laodfill usels or ftom future tax rcvetrues.

The Mmicipality discontinued the operation aDd ceased to accept solid waste itr one of its two
landfi[s in 1994. Sirce the Mudcipality bas no legal ctaim over the popsrty, final re,sponsibility
for the site has not been established and lo amount of closu€ and posl closure care costs for this
site was accrued.
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COMMOI\MEALIE OF PUERTO RICO
AUTONOMOUS MI'MCIPALITY OF CABO ROJO

NOTES TO BASIC ENANCIAL STAIEMENTS
YEAR ENDED JUIYE 30,2O1I

17. RISK MANAGEMENT

The Property Divisioa of the Municipatity is responsible of assuring thar the Municipality,spropety is Eoperly insured- Annuafly, the frcperty Oivisioa comlit-es Ure irformation of all
RT.f: .l1.Tll,l re-speative market value. After evaluating thr.s information, tbe propefiy
urvrsloD suDrxls tbe .r,ta regarding the Muaicipality,s Eoperties to the public Insrianceueparm€nt at the Departmeot of the Trsasury of the commonwealth of puerio Rico who is
:ry*- i9ry for purchasing a Foperty T{ *uutty iosuruo"e potici"" oi all muoicipalities.
Settled claims have not exc.eeded coomercial 

"ove.agi 
io any ofti" p"Jrt o tfl m"A y._r.

18. COMITIITMENTS AND CONTINGENCIES

A" Federal Grants:

The Muuicipality participates in a number of federat fimrcial assistanc€ progrdDs fimded by theFedeTl cove.Tm:nt. Although rhe Municipality.s 
"rrrt ^*rn"- 

id been audited in
accordance with the povisiors of the Single iudit A"r of f fieOitt-ugl-*" :0, ZOt t, A"".
EognuDs are still subject to finrflcial and compliaace audits by the ginting agencies and thercsolution of-peviolsly identffied questioned coss. The amowrt, if uiy, oii*perditue *hict
may be disallowed by such audits caDnot be detendned at this timg aithoqh-tfr" I,I*i"iputity
maDagement exp€cts such a.Eounts, ifany, not to be matedal.

B. Claims rnd hwruits:

The Muicipality is a defendant in a numbq of lavrsuits arising principally ftom claims egdn<
the MuniJ-ipali- ty fo. alleged imgoper actioos, and other legal ;'atters'tb;; arise in Ae or&nary
couse of the MuDicipality's activities.

With respect t9 lending aod thrcatened titigatioq the Muicipality has reported liabilities ofapproximarety $46y'32 for aw,rded or anticipated uofavorabta;uaFents ; the Govemment-
Wide financial stalements. This anorrnt rlas itrcludea i" Oe nnarr"ii staf"-enf, and rcpresentsft:.lroy1 estimated as a probable liability or a liability with. n*J o. 

"rpot"a 
A,.r" aut",

which will requirc future available ftrancial resources for its payment.

It is rn,ragement's opinioD, bas€d on rhe advice of the legal couDsel, thal the potetrtial claims
against the Municipality rot covered by irsurance will-not oaterially ,f""t tn" nouo"ia
resoures for its paymeot.

C. Constrflction:

The Municipatity bas coDmitnents at Jutre 30, 20ll of approxiDately $5.9 millioos for
colstruction, improvemetrts or renovatioas of certaio muoicipal-iacilities.
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COMMONWEALIH OF PUERTO RICO
AI'IONOMOI,S MUNICIPAUTY OF CABO ROJO

NOIES TO BASIC FINANSAL SIATEMENIS (COT,INNUED)

YEAR ENDED JUNE 3O,2O11

rE. COMITIITMENTS AIYD CONTINGENCIES (CONTINI'ED)

- B. Other commitmenls:

At Jlme 30, 2011 the generat fird had coDmitEeDts of approximately $797,500 for executory

- puchase ordeis or contracts that will be honored during the subsequent year.

19. TUTURE ADOPflON OF ACCOIJNTING PRONOUNCEMENTS

- The GASB has issued the following stat€ments that have efective dates after June 30, 2010:

a- GASB Statement No. 60, Accou*ing @d Finarcial Repoting for Service Concession
- ArrangerrerB (GASB 60)- The rcquircments ofthis stslemetrt are effective for the trscal year

courmencing on July I , 201 I .

- b. GASB Statement No . 6l , the Finorrcial Reryrting Ezrr4, (GASB 6l ). The rEquireEeNts of
this statemetrt arc effective for the fiscal year commeocing afrer June 15, 2012.

_ c- GASB Statement No- 62, Codifcation of Accounting ond Fin@rcidl Reporting Gddance
Contabred i Prc-November 30, 1989 F4SB qtd AICPA ptonourcerrrents (GASB 62). The
rcquircments ofthis statement arc effective for the fiscal year commencing otr July l, 2012.

- d. GASB Statement No.63, Finaicial Reporting Defened Atflovs of Resottces, Deferred
Inflows of Resoxrces oad Nel Position- Tl:€, rEquirements of this statemeut are effective for

_ rhe fiscal year coomencing on December 15,2011.

e. GASB Statement No. 64, Deriyatiye lhstrudents: Arylication of Hedge Accou*ing
Ter'rtination Prot)ision (amerrdrcqt to GASB Stqternent No. 53). The requirements of this

- siateDent are effective for the fiscal year commencing on Jue 15,201l.

The impact oflhes€ statements on the Mrmicipality's basic financial statements has not yet been

- determined
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@MMONWEALTH OF PUERTO RI@
AI'IOI{OMOIIS MUNICIPAUW OF CAAO ROJO

I{OIES TO BAIiIC FIMNGAL SiTAIEMEXIS (@ N UED)

YEAR ENDED JUNE 3O,2O11

20. PRIOR PERIOD AJLruSTMENTS

- A. GOVERIIMENTAL FUND FINA}ICIAL STATEMENTS

The following r€statements have been made in the govemmental fuad financial statements,
wh.ich are Eported as an adjuslment to the begiDning fimd balunces,

cmm'nitu CdblMrel!|r tldfil Od|qD6dipri@ coo"r n-a o",aop".i,t o.tr so,i* ks;d;-. ,ry.;; co*rih c.*id TobrBlod(ctut FEd RotmdsFud Fuxt C.G'Flld FEds

FEdbdlle.b.siming G 5t?,42t (S l3Jj3) S:r,492't63 S ,(E7,6aE f _ ttE63,E70 f4j65,4j7 S27,46j,@

- 
To rdjq$ dE fto h
covao.ard Fulb nffr
itnrDus-t @adirrB
inorld hy llt. tud
Fod itr FBiE ,,!as

To .dj!s Fid ,E
- 

(kEdEEB

RBl6sifc.rin of frlir

- Co.Fdid of ou,
Houi.g V@dE Prlgm

To .djus prir ra
- rc6DE FyrbL tgl5l

9dt,@0 - (900,000)

llJ53

(4o4999'

13353

&,<t9

L7n +7n

r'rd t616.. b€giooitrg
6,!sed I- ilrtzr6: tltlf,zoQl St4o rD lt 6tXD t{02i233 _Xn45i.Uj

B. GOVER}IMENTAI-WDE NNAITTCIAL STATEMENTS

The following resralements have been made in the govemmeutal-wide financiar statemsnts.
which are rcported as aD adjushEDt to begi.ning tret assets:

Descripti,on

Net &rsets, b€ginning

To adjust prior ycar defen€d Gvenoes

Conectim of enof HoBing Voucher prcgtam

To adjust prior year ac.oltrts payable

R@eDt (fue to the pmper liability rEcogtrition relded to
ladfi[ clo6ing and po6t closiDg obligdion aDd etinin ion
of lrtr8 Term D€bt ed djusnneDt to obligdims und€r
capical l€as€s

Net .ssets, bagimhg as rEstated

1@
$ 642962s5

13,353

4,771

19,353

(3-036286t

L512l,A52
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@MMONWEALIH OF PUERTO RI@
AUTO OMOUS iTU TIPALTTY OF CABO ROJO

NOIES TO EAS|C FIMNCUTL STAIEMETYTS (@rnNUED)

YEAR ENDED JUNE 30,2011

2I. SI'BSEQI'ENT EVENTS

Act No. 91 issued on June 16, 20ll by fhe LegislalEe established an incentive plan for thepaymeot of rcal.and pesoml property tax. dues, Lgi*irg 
"; J,rty la, ioii.'rni, ao p-ria*

aD. eq'nesty-to all property tax payers forgiving alt penartil, cnari"s -a i.rt o"t ot tn" *p.iaprincipal of passdue property tax liatrility. 
.Tf,e 

p""ra o"i t",. i.l"*-hiJio eoloy ro. so"n
5::1 l"--91-fr, "inety 

(90) days begiDnirs on lury r+ oiolg;- o;-ber I l, 20t l. Theunpao property taxes covered under this Act are tbose related o 6scal year 2009_2010 al1dearlio (for real propety taxes) and for 200g and 
""rli". 

f.. ;;;; ;;a;;.
P^lfY t:.r!,.t; *: l"{l'mr$$ Lg"t"t_r* appnoved the issuance of a special obligation bond
::I,ry-.i:, ue yun:ipat- Redemption Fund" for tbe aoounr of $2.556,000, io, t-anl,dmrnrs.rrahotr aDd wast€ disposal exDenditures. Repaymeut oftbe note is scheduled fiom July2012 thrcugh Jujy,2026.
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COMMOI\MEALTE OF PUERTO RICO

--- -AT/TONOMOUS 
MI'MCIPALITY OF CABO ROJO

BUDGE.TARY COMPARISON SCEEDI,ILE _ GEIYERAL FUND(SEE NOTES TO BTJDGETARY COMPARISON CMDU#)
YEAR ENDED JIJI\TE 30, 20 I I

(Budsetary Basis)
Fiml Budgd

Budceted Amouls
Pinal

REVENUFS:

Mmicipol lice$e rax
Mutricipal use ,.d sat€s tax

F€cs, f!.s rDd charges for services

oln€r

Toial rsv€fircs, irltding hdgcr cerrorld
E,@ENDITURfJ:

G.net,l sorE[ne
hblic safety
ftrb,ic lror*s and sanirdim
H.ath
Ct,lnirc md recrcatioD
W.lfirE md coqmmiry develoment
EltErim

Tola! c'QadinlrEs

OTHER FINANCING SOURCES (JSES):

T6, oths fn 
"citrg 

so{rEcs ([s.s):

| 6{r,310
2,65?5m
zm0,0m
4,$a211
3,6a3,17t

4,(o,0m
200 rm

t9-915-t2.

6930,7E5
2,613301
6505J68

9r0,768
I,l0t,o5t
1,8r9J49

t9.9r5.822

$ 6,$ljt0
\65\s6
2,000,0m
d340336
3,643,nt

444,W)
200.000

202t7-917

7.415,t74
2,32633t
6.516,313

8N,4r2
1,2$,52.
l.B92l5

34-950

20217.91'l

t 7,019,114
2254)41
2.125373
43(}J36
I,Erdl00

593,517
751-44t

1E.8982E5

$ &rE3,4r6
2,31419a
6,616968

E25,t72
95E3t9

1,766'96
35.170

20-7m.&9

t705-D2\
(705-222\

t r r7,E34
(39&l56)

tx,313

0,869'6,t\
t53,511
55t-44t

{13r9-632)

I (73E242)
llJ33

(10,655)
t21O

2512O3
32249
o20\

tazt92)

(705222\
(n52D\

$rzfrx6)

$ l&89&285

4,5132m
E2lJ.{6

l2a.23Lnl

t 2r,10603r

3,55t,009
3r1593

(797-5641

s24tzl(b5

EXCESS (DEFICIENCY) OF R.EVENTJES OVER
CAIDER) E)(PENDITI,,REI ENCUMBRANCES
AND OTHER FTNANCTNG SOTTRCEs (LTSES) LI25EZ6)

ExplaDation ofDitreE c.s B€.wear Budg@y InnoBs and olrdo*s a,tl cAAp Rcv.ours ud Erpendi&r6:
SourDes/inIlows of rEsolnc€s:
Actial aEotulls (budae6y basis)"svaitabte fo, appropridid- froE lhe budg.aary colllporis sch€duJeDife.mc€s-budgct to CAAP
Irrg t6ro d€l,r iss.E4 D.r ofbood isslscc co$s
Rcrtnu€s rEcod.d ir lhe ac..url basis for fralcirr rcporring p(rpo66 bln rot iD dtrrlrt t€ar hdgei

Torrl rel€ac ad oltcr filtacing sourE6 as r@rr.d or rhc srabear ofreyeouEs, exp.ndirtrEs, d dmgesir fimd b6larc6
UseJoutfloes of cso'nE6:
Actual amouDts (budgdsry hasis)"toEt chffgcs to appioEirdioas. fim fie hdgtuy compei$n sdEdule

Ditreftrcs-budgd to cAAp:
Exp€ndiE !s @rd€d tu th€ actr[at b6sis fcr filacial Eponira Brpos.s, wnose financiry
Souces etr! trol includcd in dtc cl],mt !r{ b{deel
Prior y.ar etromhrarcs Ecordcd ns clnEor yrar-oeen lirrEs fon cAA" bosisLrr'Er y€ar ciormbrarc.s r.corded s cxpodiilils fn hrdS.rrry FtrDos.s

ToIaJ €xp€trdirurls and oth.r financhg uses as lEponEd on lhe sif,Ern nt ofrcttiu€s, exf,cDdibrEs, ,!d claDgesir firnd b6laB
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COMMOI\MEAITE OF PIIERTO RICO
AUTONOMOUS MUMCFALilY OFCABO ROJO

NOTES TO BUDGETARY COMPARISON SCEEDULE _ GE}TERAL FUNI)
YEAR ENDED JUNE 30201 1

I. STEWARDSEIP, COMPLIANCE AIID ACCOUNTABILITY

A. Budeetrry Control

Tbe.Muuicipality's annual budget is prepared ou lbe budgetary basis ofaccountiag which isoot in ac.ordance with USGAAp, and repesents d"pad;A ap;piili^ 
"oo._*a"aby the Msyor and appoveo uy tne rvrunicipJr^-gt-";rr**;;;ff;;;"g of the fiscat

L1: tu"o.q*o q rhe budget rEquirc rh; apprivat of tte Uuni"ipdGgi-rt"to". f*r"f*o, A0r_on1u1oo" wtthtn tbe budgeL known as Mayor's Resolutioos, Jo aot require theapproval of the Municipal kgistature.

The Municipslity prepares its annual budget including the operations ofthe general firnd. Forbudgetary puposes, enc,mbrance a"cor"ting is ;d- T[e ;;;;; (i-e., purchase
ordem, cont acts) are coosidered expenditures when incur€d- nor fJi-Ceap *pni"gpurposes, etrcumbrances outstandhg at ye€r_end arc reported as r€servations offirnd balaocei
ano- oo not cotrstitute expetrditures or liabilities because the commitments will be horcred
during the subsequent year.

T: yfl:yF*q Hancc^of any appropriatiou ar the end of rhe 6scal ye€I wilt laps€ al theeoo.ol 
-such 

tiscal year. Other appro!fiatioD& mainly capilal projeci appropriaions, arecontinuing accounts for which rhe l4unicipal f*gist;trre'has ;rti;J'thi * *"p"nt
balance ftom the prior yea. be caried forward -a iua" uruif"tf" i* 

"r-"ot "p"oaiog.
The aDnual budget as presented in the Budgetary ComFrison Schedule4eDeral Frmd is the
budget odinance at June 30, 201I r"p.""*tiog dgi*i t"dg"t. ff"r" o, ro ,oppf"."ot t
appropriations for the year ended Jrme 30, 201i.
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COMMONWEALIU OF PUERTO RICO
ATITONOMOUS MI'MCIPALITY OT CABO ROJO

SCEEDIJLE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUI\IE 30,2OI1

Feder.l Grsntor/Pa$-Through Gntrtor/
Fcderal

CrDA Federat

Number ErpenditurosPr0grrm or Cluter Title

U.S. DepartEcnt Of Asriculture

Pass-through OfThe Departrr€nt OfEducation -
Child AJrd Adult CarE Food program

Total U.S. Deportment Of Agriculture

10.558 $ t7,w

17-990

14.218 1,107,5u

14.21a rc3,929

14.871 503,079

14.292 276,113

2.050.705

16.803 140.725

140.725

U.S. Department Of Eousinq Ard Urban Development

Community Developm€nt Block Grant-Entitl€rnent Gr'alrts

C@mudty Developm€otBlock Grant-RecoveryEotitlern€at
Grants

Seccion 8 Housing Choice Vouchers

Homelessness Prevention

Total U.S- Dqorfrrrcn, Of Eousing And Urfua Mqnerrt

U.S. Deoerhent Of Justice

Pass-through Of The CoDmooweafth Of puerto Ricrr
DAartueml
Of Justice - Ed*ard Byme Justic€ Assistance Gret @BJAG)

Taal U.S Dqortme* Of .Ir$tice
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COMMOIYWEALIE OF PUERTO RICO
AI]TONOMOUS MI]NICIPALITY OF CABO Ro.IO

SCITEDIJLE OF E)pENDITURFS OT rElpliRAL AWARDS (CONTNUED)
YEAR EI\IDED JUIIE 30, 2OI I

Federal Grantor/Pass-Through Gnntor/
Progr&m or Cluster Titlc

F€deral

CTDA

Number
Federal

ErpeDditures

U.S. I)ep&rtment Of Enersy

Enepgr Efficiency Conservation Block Grant

Total US Deportnent OlEnergt

81.128 271237

271237

93.044 103,077

93.57s 23s,667

93.57 5 29.961

368.705

Pass-through Of The Commonwealttr Ofpuerto Rico _
Govemors Offic.e @tderty Office) - Special programs For
Aging - Titte m, Paft B - Grant For Supportive Services And
Senior Center

Pass-tbrough Of The Commonwealth Ofpuerto Rico _ Family
Departuent - Chitd Care And Development Block Grant

Pass-through Of The Commonwealth Of puerto Rico _ Fmily
Departrnent - Child Care And Development Block Gant (ar;)

Total A,S DqqnDrerrt Of Eealth And Eurnal Services

U.S. Deprrtment Of Eomelrtrd Securitv

Offc€ Of Governor Authorized Repesentative (GAR)

Govemofs Office (0ffice Of Pubtic Safety Aftirs)

Crovernols Offce (Office Of public Safety Affairs)

Tobl AS Dqo r.errt Ot Eomelarut Security

Totd Fedcrd Awsrds Erpended

U.S. Department Of Eeolth Atrd EuEan Services

9'1.036

97.074

97.067

76,883

575

10,596

88-054

s__29i1Atl
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COMMONWEALTE OF PIJERTO RICO
AUTONOMOUS MUMCIPALITY OF CABO ROJO

NOTES TO SCEEDIJLE OT DPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUI\IE 30, 2O1T

I. GEIIIERAL

}:.y"^:ryryg Scbedule of Expendirures of Federal Awards prEsents rhe federat grant
3:oly 9l tbe Municipality of Cabo Rojo of the Commonwealth of pErto Rico. The
Yd".lputi y of Cabo Rojo rcponiry entity is defined in f.fote f to tfe fr,funiapality,s basicfiEncial statements

2. BASIS OF ACCOUNTING

3: _y:tyrlg l:hd*^"f Exrrenditures of Federal Avrads Fesents the federal sraDtact tlty of Muoicipality of cabo Rojo and is presented on the modified accrual basii of
accounting. The basis of accormting ii ttre same *"a t" prpur" O" tlna f"-"ial statements.
$e inf- orry{9n of this schedule is presented in accotanL with tle."quir.-"* of Ur" Ofr,m
Circular A,-133, Audit of State, I_ocal Covemments, and Non_profit dgaoi-tio*-fherefo.",
some amounts preseDted itr this schedule may ditrer ftom amouos preseited itr or us€d itr the
prepsrations of the basic fiDancial stateEetts.

3. TEDERAL CTDA NI]MBER

The CFDA number included in this schedule are determhed based oo the program name, review
ofg.ant contract irforDation and the Office of Management and fudget,J Ciabgue ofFederal
Assistance.
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@"G"sxlffi :Igrn:*"F":;.L,p"S

REFORT ON INTDRIYAL CONIROL OVER FINANCIAL REPORTING AND ONcoMpLrANcE AND orEER MATTERS BASED on ar,lrmn oi-rnurvcru.
STATEMENTS pERFoRMtD ut.lcconmxce wrrg co wnilnir tanwe

SLINDA.NDS

The Honorable Mayor, Members ofthe
Municipal I€gislature of the
Municipality of Cabo Rojo
Cabo Rojo, Puerto Rico 00961

We have audited the fiuancial statements ofthe govemmental activities, each major fimd and &e
aggegate remainiq fimd information ofthe Autonomous Municipriity of C;bo Rojo of the
Cormoawealth ofPuerto fuco (the ..Municipality'), 

as ofand for tde year enaea fune :0, ZOf f,
which collectively compise the Municipality's Lasic fioancial statements and have issued our
rcport thercoa dared March l,2ol2. we conducted our audit in accodancc with auditing
$ndar{s eegeratlf accepted in the United States of America and tl" 

"t "Orra" 
applicable ti

fiDarcial audits contained h Govemment Audititrg Standads, issued by th" -o-pt 
oner Cene,rt

ofthe United States.

I ertral Control Over Fbanciil Reportinq

F plannin- g and performing our audiq we considered the Muicipality's internal control over
fnancial. repoting as a basis for designing our auditing procedures ior til" pr.po". of 

"*p.essiogour opinions on the financial statemeds, but trot for the pupose of expresstgan opinion on th!
efectiveness ofthr Municipality,s intemat coDtrol over'financial reportfug. ;ccordingy, we do
not express an ophion oo lhe efectiveness ofthe Municipality's intemal-control over financial
rEporting.

A defciency in interral cortol exists wheD the design or operation ofa contol does not allow
manrgement or employees, in the normal course of performing th€ir assigned fimctions, to
prcveat, or detect and correct missiatemeots on a timely basi. A mater-iat weabpss is a
deficiency, or a combination of deficie'cies, in intemal coatrol such that there is a re€so,able
possibility that a materiat misstatement ofthe entity's financial statements vsill not be Eevetrte4or detected aDd conected on a timely basis.

Our consideration of intemal conlrol ovel financial rcporting was for the limited purpose
described in the firr paragraph ofthis section ancl was not desigied to ide itfa deficiencies in
irrte-ryl. contr.ol over financial reportiag tbat might be deficieicies, signifiJurt deficiencies" or
oa&rial weahesses. We did not identify any deficiencies in in;mal control ovsr fiDrncial
rcporting that we consider to be !0aterial weahesses, as defined above.

Rio Piedras Heights, Calte Thto #1733, San Jua!, pR. 00926_3252
Tel. (787) 30G7717 Fax (78A 625-9s03



REPORT ON INTERNAL CONTROL OVER flNANCIAL REFORTING AND ON
-_corlrpr,rANcE 

An D ormR MATrrRs BAsED onlr iuo-n oiffiiiirar,srArrMf,Nrs pERnoRMf,D rN ACcoRDANcE wn[ eowmhitiliirune
.S2:4rVD1RDS (CONIINUED)

Compli{trce rrd Other M.tters

As part of obtaidng rcasonable assruance about whether the Municipality,s fiDancial stat€ments
are Aee ofmate.ial misstatemetr! we performed tests ofie complianl #tl certaU provisions of
laws. regulations. coDtracts, atrd grant ageements, noncompliance with which could have adrect atrd material effect on the deterninatiotr of financial stalement amounts. HowEvet,
providing-an opinion on compliance with those provisioos was not an objective ofour audi! ani
accordinglJ, we do not express such an opinion- The rcsults ofour tests dsdosed no instances of
aoncompliance or other mattels that are rcquired to be rcported tIItdet Govenonent Auditing
Standards.

y".Tp._1 is interded solely for the tfomation and use of management of the Autolomous
MuiJipality of Cabo Rojo aad others within the entity, and federal iad state awarding agencies
and pass-through entities, and is Dot intended to be ad should not be usedA anyone other rhrnthesespecnedpaties 

kmffi@,ffir
San Juan, Puerto Rico
March 1,2012

Stamp No- 2632025 ofthe Puefio Rico
Society of Certifi ed Public Accountants
was affxed to the record copy ofthis rcport.
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REBORT ON COMPI,IANCE WTIE REQI'IREMENIS APPLICA.BLE TO trACE MAJORpRocRAM AND oN TNTERNAL coNTRoL oven comulltci-m-,liioRrlANcE wrrs
OMB CIRCUI"AR A.r3

The Honorable Mayor, Members ofthe
Muicipal kgistature of the
Muicipality of Cabo Rojo
Cabo Rojo, Puerto Rico

ComplirncG

We have audited the Antotromous Mlnicipdity ofcabo Rojo ofthe CoEmotrwealth ofpuerto
licol (th]: :Mutrtuipality.),s compliance with rhe typo of 

"onptiuoce 
requiLent described inthe 

.OMB Circular A-133 Compliance Suppleaezr ibat could have a Areci anJ matetA efect onyh.if lle l\4unigeality's major federal programs for the year ended Jrme 30, 2011. The
Mrmicipality's major federal prograos are identified in the s,'--rry of audiior,s results sectionof thrc accompanying schedule of findings and questioned 

"osrs 
Courpmoce *iO O"

of laws, regulationS codracts, ard granl applicable to eactr oi its malor feaerat
piograos is the respotrsibility ofthe Mudcipality'Jmanagement Our responsibility is to exp€ss
an opiniou on the Municipality,s compliarce based on our audit

We conducted our audit of compliaoce in accordance with auditing standa.ds gercrally accepted
itr the United States of America; the standards applicable to 1" 

"iA 
,iAlt contained in

Governm€nt Auditing Standards, issued by the Comftolel Geoeral of the United States; ard
OMB Circular A-133, Audits of States, Locat Governments, and Non_profit OrgaDiza;ons.
Those standards and OMB Circutar A-133 require tbat we plan and perform the audit to obtaio
rcasooable assurance about whether noncomplianc€ with th; types oi compliance requirements
referred to above that could have a direct and material etr;t on 

" -uio. federai ptograrn
occuE€d. An audit includes examining, on a t€st basis, evidence aboj Ue fvfuniapaftyt
compliance with those requircments and performing such other as we considered
necessary in the cfucumstances. We believe rhrt our audit provides a r€asoDable basis for our
opiniol Our audit does not Eovide a legal determimtioa on the Mudcipality,s compliance with
those requtemeots.

ID our opinion- the Municipality com- plid in all material respects, with the compliance
requircmeats rcferred to above that could have a direct and material efect on each of its oajor
federal programs for the year ended Jlme 30,2oll- However, the resurts of otn audidng
procedues disclosed iDstaucrs ofnoncompliance with &ose requirvments, which are requirecl ti
be reported in accordance with oMB ci.cular A-133 and which are clescribed- in the
accompanying schedule offindings and questioned costs as item 201l-01.

CoNzArEz Tonnrs & Co.. PSC
Certified Public Accountants and Consultants

Rio PiecFas Heights, Calle Thto #1733, San Juao, pR, 00926_3252
Tel. (787) 306-7777 Fax (287) 625-9803



. RX?ORT ON COMPLIANCE WTIE R.EQI,IIRIMENIS APPLICABLE TO EACII MA.trORPROGRAM AN'D ON INTTRNAL CONTROL OVER COIT,PLIAN';-tr\I Aii6*OAXCE Wrrg
OMB CIRCULAR A-T3 (CONTINUOD)

fr e4k
& co., cPA Psc

Inten.l Control Ov€r ComDlirnce

Y.::t:y: of the MuDicipality. is 
-responsible for establishing and maintaining effective

mtemat- conbol over compliaDce with th€ rcquir€meDts of laws, regulations, contraas, and granrs
,e.pli:Pt. tg fiferat programs. In planning anrl performing il ;rdti; considered theMunicipality's intemal cotrtrol over compliance with o" req"ie-""ts tt"t coutd have a direct
and maferial effect on a major federal prog-m to detemitre the auditing proc_eaures for tne
purpo-se of expressing our opinion on compliaoce and to test and report on intemal control ovsr
compliance in accordance with OMB Circular A-133, but not for tile purpose of exgessing an
opinioa on the efectiveness ofintemal 

-conrol 
over compliance. a""rftni1 w" ao ,ror e"pir*"

an opinion on the effectiveaess ofthe Municipality,s intemal contot ouer iilpfiao"e.
A defciency in interaal control ovet conpliowe exists when the desigtr or ope.ation ofa control
..J-1 TT!li*,"""d*s not allow Emagement or employees, in the no-nuA course of perfoming
ther 

_asslgned liEclioos, to Feven! or detect and correc! noncompliance with-a type oi
compliance requirement of a federal program on a nr,reU bais. A nat;id weabtess it irrtemulcontol over compliance is a deficiency, or combination ofdeficiencies, in intemal control over
complance, sucb tbat there is a reasonable pnssibility thal Eaterial ooncomplianc€ with a type of
compliance rcquirement ofa federal program will not be preveated or daected and corrected, on
a timelv basis

Our{oDsidemtion of^intemal contol over compliance was for the limited pu4rose described in
the first paragraph of this section and was not designed to identift all Jeicitcles in intemacontrol over_complialce- h"t might be deficiencies, significant deficiencies, or Daledal
weakn€sses- We did Dot identi! any deficiencies in intemal control over compliance that we
coDsider to be matgrial weshesses, as defined above.

This rcport is intelded for the information ofthe mrnagement and federal auarding agencies andpass-though entities atrd is not inknded to be and should not be used other than these
specified parties.

SaD Jua!, Puerto Rico
March 1,2012

Stamp No. 2632026 ofthe puerto fuco
Society of Certified Public Accountsnts
1,as affxed to the record copy ofthis teport.
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COMMONWEALTII OF PUERTO RICO
AUTONOMOUS MT]I CIPALITY OF CABO ROJO

SCIIEDI]LE OF FINDTNGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2OI 1

Section I - Summary of AuditoB, Results

Fhrarrchl Sbrar,!,n,s

Type ofauditois' Fport issued: Uryuatified

IDEnal contsol over finmcial reporting:

Malerial w€akness idenrified? y€s_ No X

Sigtrificant deficiemies identitred not c.nsidered to b€ mare.ial
weal:nesses? yes _ NoX

NoncoEplianc€ mrr€rial to fimocial shr€ments not€d? yes No X

Fd.ml nvordt

hl€mal Contol over major programs:

Material weakness identified, yo _ No X

Sigtrificant deficiencies ide ified not coDside.ed to be materialw€alinesses? yes_ NoX

Type ofauditors' rcpo( issued on coiDpliarc€ for bajor progr.ms: Uqr.lifu
Any audit findiDgs disclosed dlat are rEquirEd to be ftport€d in
accor&nce wih Circular A-133, Section .510(ap yes No X

Id.nd'fr.diol ol rrnlor DM

CFDA Number Nlme of F€deral progrlm or Clust€r

,42lA Com0lmity Devehpmf t Bloc& cmDt _ Etrtitlemcat Grats

l1.t1l Se.tion 8 -R.narl Housitrgchoica Vou.hEs

Dolar lfuGhold l|scd to dising'd.h betw€en TyF A md TyF Bprogans $00,m0

AttdiEd qualiEed.s low{ist( edited? y€s_ NoX

X/rivE risL cxiEria urd.r 520 (0 ofcirs 'rA-133? 
y€s NoX
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COMMONWEALTE OF PUERTO RICO
AIJTONOMOUS MUMCIPALITY OI' CABO R()JO

- SCEEDULE OF FINDINGS AND QIIESTIONED COSTS (CONTINI]ED)
YEAR ENDED JI'NE 30, 2OU

Section tr - Finencid St tome s Firdirys

- NONE

- Sectiou III - Fedenl Award tr'irdirgs rnd e[ertiorcd Cosb
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COMMOI{IVEALIS OF PUERTO RICO
AUTONOMOUS MITMCIPALITY OF CABO ROJO

SI]MMARY SCEEDTJLE OT PRIOR YEAR AITDM FINDINGS
YEAR ENDED JI]I\E 30,2OT1

The following schedule contains the finding number and title ofeach ofthe findings inctuded in
the Report on Compliance and Intemal Contol Based on the Audit of the general pulpos€
Financial Statements Performed in A$ordanc€ with Govemment Auditing Standards for the
Fiscal Year ended June 30, 2010. Under the heading Conective Action Taken there will be the
following:

FR - Fully Resolved (indicating the conective action plan was firlly implemented)

PR - Partially Resolved (indicafing rhe conective action plan e/as partially implemented and the
finding rcpeated h trscal year 201G.201I )

NR - Not Resolved YeL (Finding rcpeated in fiscal year 2010-201 l)

- OrigiEd Currnt Strhs ofPrior YGrr A[dit Finrnci.l CoEectivc
Fitrditrg St teu€nt Findings Plrt tr Fitrditrg& (Ar rcquirrd hry Action

_ Number Govenncnt Auditing St !.Lrds) Td.ctr

2010-tr{l Matcdal weakness over finecial reporting; Compliance FR

_ wilh staie and local reguldiotrs

2OIGI142 Material weahess over fnaocial reporting; Compliare FR

_ with state and local rcgulatiors

20IGII-03 Mderisl weakDess ov€r fiDecial reporting; Compliece FR
wilh state and local regulations
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