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Indcpendert Atrditor8, ReDort

The Honorable Mayor, Members ofthe
Mutricipal Irgislature and People of
the Municipality ofCabo Rojo
Cabo Rojo, Puerto Rico

We have audited the accompanying financial statements ofthe govemmenlal activities, each major
fimd and the agg€gate remaining flrnd infomntioa of the Commonwealth of puerto Rico,
Municipality of Cabo Rojo, as of and for rhe year ended June 30, 2012, which collectively
comprise the Mmicipality's basic ftnancial statements as listed in the table of contents. These
financial statements are the rcspotrsibility ofthe Municipality's ma".gement. Our responsibitity is
to express opinions on thes€ filancial statemetrts based on our audit-

We conducted our audit in accordaace with auditiag standards generally acc€pted in the Unired
States of America and the standards applicable to financial audits contained in Govemment
Auditing Standards, issued by the Comptroller General of the United States- Those standards
requirc that we plan and perform the audit to obrai[ reasonable assuratrce about rdrether the
financial statemelts are Aee ofmaterial misstatement. An audit includes examining, oD a test basis,
evidence supporting the amormls and disclosures in the finalcial statements. An aBdit also includes
ass€sshg the accounting principles used and the significant estimates made by maDagemetr! as
well as evaluating the overall financial statement p.esedation. We believe that our audit provides
a rsasonable basis for our opinions.

Ia our opiniorq the financial slatements r€fered ro previously present faidy, in all rDaterial
respects, the Espective financial position ofthe governmental activities, each major fund, and the
aggregale remaining firnd information ofthe Municipality as ofJune 30, 2012, and the reqrective
changes h financial position, thereof for the year then ended in conformity with accormting
principles generally accepted in the Udted States of Amcrica

ln accordance with Govemment Auditing Standards, we have also issued our report dated March
15, 2013, on our consideration ofthe Municipality's intemal cortrol over financial reporting and
oD our tests of its compliance with certain provisioos of laws, regulations, contracts, and glanl
agleeoeats aod other matters. The pupose of thal rcport is to descdbe the scope ofour testing of
internal control over financial reporting and compliance and the results ofthal testing and not to
provide an opinion on intemal conbol over finaacial reporting or on complianc€. That repoft is an
integral part ofan audit perforoed in accordance with Governrnent Auditing Srandards aDd should
be considered in assessing the results of our audit-

Rio Pi€d6 Heighq Calle Tifio { 1733, San Ju&! PR, 00926-3252
"tet. l7t1) 3ocm1 Fe((787)625-980l,Email jgonzlez@c?6.con



II{DEPENDENTS AUDITOR'S REFORT (COMINI]ED)

Accounting pdnciples geaemlly accepted in the United States of America requirc that the
manageme 's discussion and analysis and budgetary comparison iDformation on pages 3 through
l2 and 56 through 57 be presented to supplement the basic finalcial statemenls- Such infomatioq
although not a part ofthe basic finaocial statements, is requied by the Governmental Accounting
Standards Boad, who considers it to be an essential part offinancial reporting fol placing the basic
financial statements in an appropriate operational, economic, or histodcal contexl We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in rhe United States ofAmerica, which consisted ofioquides
ofmanagemeDt about the methods ofpreparing the information and comparing the bformation for
consistency with management's rcsponses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit ofthe basic financial stateme s. We do not exprbss
an opinion or provide any assurance ou the infomntion because the limired procedures d; Dot
provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of formiag opinions on the financial statemeffs that
collectively comprise the Municipatity's financial statements- The accompanying combining and
individual norunajor fimd financial statcments and schedule ofexpenditures offederal awards, as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Locql
Goternments, and Non-Prolit Org{rhizations, are presented for purposes of additional analysis
and are not a required part of the financial statements. Such information is the responsibility of
management and was dedved ftom and .elates direcdy to the udertying accounting aud other
records used to prepare the financial statements. The hformation has been subjected to the auditing
procedues applied in the audit of the fiDancial statements and certain additional Focedures,
including compring and reconciling such information dircctly to the uaderlying accounting and
other records used to Fepare the finaDciat s{atements or to the fiaEncial statederlts themselves,
and othq additional procedures in accordance with audititg standards generally accepted in the
United States ofAmedca. h our opinion, the combining aad individual nonmajor fi.rnd financial
statements and the schedule of expenditures of federal awards arc fairly stated io all material
respects in rglation to the financial statements as a whole.

San Jua& Puerto Rico
March 15,2013
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COMMONWEALTH OF PUERTO RICO
AT,TONOMOIJS MUNIOPALIY OF CABO ROJO

MANAGEMENTS DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2OI2

This discussion and anal)€is of the Autonomous Municipality of Cabo Rojo (the Municipality)
financial performance provides an overview of the Municipality's financial activities for the fiscal
year ended on June 30, 2012. This Management Discussion and Analysis (MD&A) should be read
in conjunclion with the accompanying basic financial statements and the accompanying notes to
those financial statements. Besides, this document includes comparative data with prior year as
this information was available for the fiscal year ended on June 30, 2011. Thts MD&A is prepared
in order to comply with such pronouncement and, among other purposes, to provide the financial
statements users with thetollowing major information:

1. a broader basis in focusing important issues;

2- acknowledgement of an overview of the Munacipality's financial activities;

3. provides for an evaluation of its financial condition as of the end offiscalyear 2011-2012
compared with prior year resufts;

4- identmcation of uses of funds in the financing of the Municipality's variety of activities and;

5. assess management's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The financial condition and resullg of operations as reflected in the financial statements prepared
fot fF,cal year 2OL2 constitute factual evidence of the Municipality's economic strength by the end
ofsuch year. The following comments deserve special mentlon:

l- Total assets of the Municipality amounted to $118,754,794 which represents an increase
of 8% compared to prior fiscal year.

2. At the end of fiscal year 2012, total liabilities amounted to $54,781,943. Out of said
amount, $46,401,924 corresponds to long-term liabilities of which $35,561,000
represented the outstanding balance of bonds and notes issued. The Municipality
continued to meet all debt service requirements, most of r.yhlch was paid from setf
geneEted revenues,

Total net assets ofthe Municipality amounted to $63,972,851which represents a reduction
of 6% clmpared to prior fiscal year.

Total revenues available for the flnancing of activities as reflected in the Statement of
Activities amounted to $31,998,891, derived from the following sources: $223,828 from
charges for services; $2,013,934 from operating grahts and contributonq $4,683,490
from capital grants and contributions obtained from other sources, and $25,077,639 from
geneml revenues available.

3.

3
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@MMONWEALI}I OF PUERTO RI@
AUTONOMOI,S MUNIOPAL]TY OF CABO ROJO

MANAGEMENTS D|SCIJSSION AND ANALYSIS - (CONNNUED)

YEAR ENDED JUNE 30, 2OI2

FTMNCTAL HTGHLTGHTS (ClornNUED)

5, Total expenses incurred to afford the cost of all functions and programs as reflected in the
Statement of Actlvities amounted to $36,074,356.

6. As reflected in the Statement of Activities, the current fiscat year opefttions contributed to
a reduction in the Net Assets figure by $4,075,465.

7. As of the close of the curent fiscal year, the Municipality's covernmental Funds reported
combined endingfund balances of $20,359,482.

8. ln the fund financial statements, the govemmental activities revenue increased $966,349
(or 3%), and governmental activities expenditures increased by $4,594,048 (or 11%) in
comparison whh the prior year 2011.

9. As ofthe end ofthe curentfiscalyeaa the Municipality's generalfund (the primaryoperating
fund) reponed a deficit of ($60,841) compared to a fund batance of $140,411 in the prior
fiscalyear.

1O.The actual General Fund budgetary activities rqsulted in an unfavorable balance of
($1,429,s97).

FUNDAME TAIS OF FIMNCIAL STAIEMENTS PRESENTANON

The new approach used in the presentation of the financial statements of the Municipality is based
on a government-wide view of such statements as well as a presentation of individual tunds
behavior during fiscal year 2012. The combination of thage two perspectives provide the user the
opportunity to address significant questions conceming the content of said financial statements,
and provide the basis for a mmparable anal)€is of future years performance- The comparative
analysis is a meaningful and useful management tool for municipal management in the decision
maklng process.

Under the atorementioned approach, assets and liabalities are recognized using the accruat basis
of accounting which ls slmilar to the method used by most private enterprises. This means that
current year's revenu€s and expenses are accounted for regardless of when cash is received or
paid.

FINANCIAL SIAIEMENTS @MPONENIS

The basic financial statements consist of the government wide financial statements, the major
funds financial statements and the notes to the financial statements which provide details,
disclosure and description ofthe most important items included in said statements.

The Statement of Net Assets reflects information ofthe Municipatity as a whole on a consotidated
basis and provides relevant information about its financial strength as reflected at the end of the
flscalyear.



@MMOT{WEAI.IH OF PUERTO RI@
AI'TONOMOIJS MUNICIPALTTY OF CABO ROJO

MANAGEMENTS D|SCUSSTON AND ANALYSIS - (CONINUED)

YEAR ENDED JUNE 30, 2012

USING I}IIS ANNUAL REPORT

This annual report consists of a series of new financial statements with a change in the focus from
previous financial statements. The new focus is on both the Municipality as a whole (government-
wide) and the major individual funds. Both peBpectives (government-wide and major fund) allow
the user to add ress releva nt q uestions, broaden a basis for com parison (yea r to year or govern ment
to government) and enhance the Municipality's accountability.

GOVERNMEMENT - WIDE FINANCIAL SIATEMENTS

The Government-Wide Financial Statements are designed to provide users of the financial
statements with a broad overview of the Municipality's finances in a manner similar to private-
sector companies.

The Statement of Net Asset presents information on all of the Municipality's assets and liabilities,
with the difference between both reported as net assets. Overtime, increases or decreases in net
assets may serye as a usetul indicator of whAher the financial position of the Municipality is
improving or deteriorating.

The Statement of Activiti6 presents information showing how the Municipality's net aswts
changed during the most rec€nt fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash flows.
Thus, revenues and expenses are reported in the Statement of Activities that will only result in cash
flows in future fiscal periods. The Statement of Adivitiqs is focused on both the gross and net cost
of various activities, which are provided by the government's generaltax and other revenues. This
is intended to summarize and simplifythe user's anal)lsis of cost of various govemmental seryices.

FUND FINANCIAL STAIEMENTS

The Fund Financial Statements provide detailed intormation about the Municipaliqfs most
significant funds, notthe Municipality as a whole. The Municapality hasonlyone kind offund which
is the govemmental fund-

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the Government wide Financial Statements. However, unlike the
Government Wide Financial Statements, Government Fund Financial Statements, focus on near
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information is useful in evaluating the Municipality's
near term f inancial requirements.

5



COMMONWEALTH OF PUERTO RI@
AT,TONOMOIJS MUNICIPALITY OF CABO ROJO

MANAGEMENTS D|SCUSSION AND ANALYSIS - (@NflNUED)

YEAR ENDED JUNE 30, 2OI2

FUND FINANCIAL STATEMENTS (CONNNUED)

Because the focus of governmental funds is narrower than that of the government \vide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government wide financiat statements, By
doing so, useB of the basic financial statements may better understand the long-term impact of
the Municipality's near term financial decislons. Both of the Governmental Fund Balance Sheet
and the Governmental Fund Statement of Revenues, Expenditures and Changes in Fund Balances
provide a reconciliation io facilitate this comparison between governmental funds and
governmental activities.

IN FRASTRUCIURE ASSETS

Historicalty, a government's largest group of assets (infrastructure-roads, bridges, underground
pipes [unless associated with a utilM, etc.) have not been reported nordepreciated in government
tinancial statements. GASB 34 requires that these assets be valued and reported within the
Govemmental column of the Government-Wide Statements. Additionally, the government must
elect to either (a) depreciate these assets over their esiimated useful life or (b) develop a system
of asset management designed to maintain the service delivery potentialto near perpetuity. lfthe
government develops the asset management system (the modified approach) which perjodically
(at least every third year), by category, measures and demonstrated its maintenance of locally
established levels of service standards, the government may record its cost of maintenance in lieu
of depreciation. The information about the condition and maintenance of condition of the
government infrastructure assets should assist financial statement uses in evaluating a local
government and its performance over time.

Accordingto the requirements of GASB 34, the government must elect to either (a) depreciatethe
aforementioned assets over their estimated useful life or (b) develop a s),stem of asset
management designed to maintain the service delivery to near perpetuity- lf the government
developsthe asset management system, (the modified approach) which periodically (at least every
three years), by category, measures and demonstrate its maintenance of locally established levels
of service standards, the government may record its cost of maintenance in lieu of depreciation. ln
this particular respect, the Municipality has elected the use of recognizing depreciation under the
useful life method and it contemplates to continue this treatment on said basis,

RNANCIAL ANALYSIS OFlHE MUNICIPATITYAS A WHOLE

Net Assets

The Statement of Net Assets serves as a n importa nt ind icator of the M un icipa lity's flna ncial poshion
at the end of the fiscal year. ln the case of the Autonomous Municipality of Cabo Rojo, primary
government assets exceeded total liabilities by $63,972,851 at the end of 2012, as compared with
$68,O4a,316, which reflect a reduction of $4,075,465 over previous fiscat year, The fo[owing
condensed Statement of Net Assets of the Primary Government shows on a comparative basis; the
most important components ofthe increase are reflected in the Net Assets figure.

6



@MMONWEALTH OF PUERTO RICO
AIJTONOMOUS MUNICIPALITY OF CABO ROJO

MA AGEMENTS DISCUSSION AND ANALYSIS - (CONNNUED}

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OFTHE MUNICIPALITYAS A WHOLE (CONTINUED)
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COMMONWEALIH OF PUERTO RIOO
AI,TONOMOI,IS MUNICIPALTTY OF CABO ROJO

MANAGEMENTS DTSCUSSTON AND ANALYS|S - (@NnNUED)

YEAR ENDED JUNE 30, 2OI2

FINANCIAL ANALYSIS OFTHE MUNICIPALITY AS A WHOLE (CONNNUED)

Changes in Net Assets

The Municipality's net assets decreased by $4,075,465. Approximately fifty one percent (51%) of
the Municipality's total revenue came from taxes, while forty three percent (43%) resulted from
grants and contributions, including federal aid. Charges for Services provided one percent (1%),
lnterest and lnvestment earnings (1%) of total revenues. The Municipality's largest expenses
included items such as general govemment, housing wetfare and community development, public
works and sanitation, and public safety. The following table and graphic presentation includes in
absolute and relative terms, the composition of revenues and expenses for the fiscal years ended
on June 30, 2072 and 2011, Such anal)6is helps the reader to evaluaie the Municipal
administration performance in the administration of its current financial operations.
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@MMONWEALITI OF PUERTO RI@
AUTONOMOTJS MUNICIPALTY OF CABO ROJO

MANAGE TEMTS DISCUSSION AND ANALYSIS - (OOINNUED)

YEAR ENDED JUNE 30, 2012

FIMNCIAL ANALYSIS OFTHE MUNICIPALITY AS A WHOLE (CONTINUED)

Revenues 2012 r Charges for services

t Operating gaants and
conttibutions

. Capitalarant and contributions

. Munidpalsales and use tax

* Municlpal license tax

Grants and cortributior$ not
restricted to Specific Programs

: lnterest and invEstment eamings

Miscellaneous

Expenses 2012

r General government
! Public works and sanitation
r Health

Economic Development
Public sefety

r Housan& welfare and Comm. Develophent
r Cufture and recreation

Education
Urban development
lnteren on lont-term debt
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COMMONWEALTH OF PUERTO RICO

ftlToNoMot]s MuNrcrPAuw oF cABo RoJo

MANAGEMEN?S DISCIJSSION AND ANALYSIS . (CONNNUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OFIHE MUNICIPALMTS INDIVIDUAL FUNDS

As noted earlier, the Municipality uses fund accounting to ensure and demonstrate compliance
with finance related legal requiremenls.

Govemmental Funds

The focus of the Municipality's governmental funds is to provide information on near-term inflows,
oumows, and balances of spendable resources. Such information is useful in assessing the
lvlunicipality's financing requirements. ln padicular, unreserved fund balance may serve as a
useful measure of a government's net resources available for spending at the end of the fiscal
yeaL

As ofthe end ofthe cunent fiscalyear, the Municipality's govemmentalfunds reported combined
ending fund balances amounting to $20,359,182, which represents a reduction of $2,239,853
when compared with the prior year. The combined fund balances include restricted fund balance
amounting to $20,704,269. This is the portion of fund balance that reflec{s resources that are
subject to externally enforc€able legal Gstrictions 1) to pay for specmc program purposes
($1,472,038); 2) to pay for capital projects ($12,808,654); 3) to pay debt services ($6,423,577).
There are committed fund balance amounting to $45,411 that can only be used pursuant to
constraint formally imposed bythe Municipal Legislature by ordinances and resolutions 1)to pay
for specitic programs purpose ($38,857) and; 2)to pay for capital projects ($6,554).
The unassigned fund balance presents an amount of ($390,198).

Withln the governmental funds, it is included the generalfund which is the chief operatingfund of
the Municipality. As of June 30, 2012, the general fund has a deficit of ($6O,841).

GENERAL FUND BUDGETARY HIGHLIGI{TS

During fiscal yeat 2O1,L-2OL2, the Municipal Legislature approved revisions to the operational
budget which resufted in further increases in revenues and current expenditures which
represented transactions detected duringthe normal course of business. Despite these budgets
readjustments and the difticuh woddwide economic situation, the Budgetary Comparison
Schedul+ General Fund attached here to, budgetary analFis reflected a deficiency of
($1,429,597) of total opetating revenues ovet current expenses.

10



@MMONWEALTH OF PUERTO RI@
AIIIONOMOIJS MUNICIPALTTY OF CABO ROJO

MANAGEMENTS D|SCTJSSTON AND ANALYSTS - (CONINUED)

YEAR ENDED JUNE 30, 2012

CAP]TAL ASSETS AND DEBT ADMINISIRANON

Capital Assets

The Municipality's investment in capital assets as of June 30, 2012, amounted to $1L5,7A3,214
which upon deduction of accumulated depreciation in the amount of $29,106,311 produced a
net book value attributable io capital assets in the amount of $86,676,903. Said investment
include-s land, construction in progress, buildings, improvements, equipment, infrastructure,
furnishing, computers and vehicles. lnfrastructure assets are composed ot items such as roads,
bridges, streets and sidewalks, drainage systems, lighting systems, and similar items.

The total increase in the Municipality's investment in capital assets for the cunent fiscal year
represented approimately ten percent ( 1O%) of net book va lue. Depreciation charges for the yea r
totaled $3,078,911.

The Municipality finances a significant portion of its construction activities through bond or notes
issuances. The proceeds from bond and notes issuances designated for construction activities are
committed in its entirety for such purposes and cannot be used for any other purposes. As ofJune
30, 2012, the Municipality has $14,598,814 of proceeds from bond and notes issuances and
other restricted assignments that are mainly committed to future constuction activities for the
city's Convention Center, and other public improvements,

Debt Administration

The Puerto Rico Legislatve Ass€mbly has established a limitauon for the issuance of generat
obligation municipal bonds and notes for the payment of which the good faith, credh and taxing
power of each municipality may be pledged. The applicable law also requires that in order for a
Municipality to be able to ;ssue additional general obligation bonds and notes, such Municipalhy
must have sufficient "payment capacity" as defined in Act No. 64 of July 3, 1996, as amended.
Such Act requiresa Municipality must has sufficient'payrnent capacity" to incur additional general
obligation debt if its deposits in the Redemption Fund and the annual amounts csllected with
respect to such Municipality! Special Additional Tax (as defined below), as projected by GDB, is
sufficient to service to maturity the Municipality's outstanding general obligation debt and the
additional proposed general obligation debt

LL



COMMONWEALI}I OF PUERTO RIOO
AI'TONOMOIJS MUNICIPALITY OF CABO ROJO

MANAGEMENTS DtSCt SS|ON AND At{ALyStS - (CONnNUED)

YEAR ENDED JUNE 30, 2012

CAPITAL ASSEIS AND DEBT ADIT,IINISTRATION (CONNNUED)

Deb( Administration

The Municipality is required under prevailing applicabre rawto levy a special Additional rax in such
amounts as shall be requared forthe payment of its general obligation municipal bonds and notes.
ln addition, principal of and interest on a[ general obligation municipal bonds and notes and on
all municipal notes issued in anticipation of the issuance of general obligation bonds issued by
the [Iunicipality constitrJte a first lien on the Municipality's Basic Tax revenues. Accordingly, thi
N4unicipality's Basic Tax revenues would be available to make debt service payments on general
obligation municipal bonds and notes to the extent that the Special Additionat Tax levierby the
Municipality, together with moneys on deposit in the Municipality's Redemption Fund, are not
sulficient to cover such debt service. ln the panicular case of the Autonomous Munlcipality of
Cabo Rojo, h has never been necessary to apply Basic Taxes to pay debt service on geniral
obligation debt of the Municipatity.

ECONOMIC FACTORS AND NEXI YEARS BUDGETS AND RATES

The Municipality relies primarily on propedy and municipal taxes as well as federal and state
gtants to carry out the governmental activities. Historically, property and municipat taxes have
been very prediciable with increases of approximately flve percenl Federal and State grant
revenues may vary if new grants are available, but the revenue can be also predictable. Those
factors were considered when preparingthe Municipality's budget for the fiscatyea t 2Ol:2-2O73.

FINANCIAL CONIACI

The Municipality's financial statements are designed to present users (citizens, taxpayer,
customers, investors and creditors) with a geneml overview ofthe Municipality,s finances and to
demonstrate the Municipality's accountability. lf you have questions abofi the report or need
additional financial information, contact the Municipality's Chief Financial Officer at (787) 8S1-
1025. Feelfree to visit our offices duringworking hou6 at Cabo Rojo City Hall, Calte Betances #28
Cabo Rojo, P.R., or visit our website at www.ciudadcaboroio.net'
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COMMONWEALIH OF PUERTO RIOO

AI'TONOMOUS MUNICIPALTTY OF CABO ROJO

SIAIEMEMI OF NET ASSEIS

YEAR ENDED JUNE 30, 2012

Governmental
Activities

ASSETS

Cssh and c6h equivalents

Accounts rocelraue:
Municip6l license td
Municipal sales te
Rellls and coostruetion permits

OttErs
Duefrcm:
Coanmonwedth Eovernment
Federal govemment

Flestricted a$ets:
Cash and c6h eqrivalents

Ca6h wilh frscal agent

lnlestmehts held in commercial b6hks

Gpital ass€i.s

Land, impio€ments, and constructioi in progress

OtlEr c4itd 6sets, nd of dep.ecidion

Tctal caprtd assets,nd
Total a6s6ts

LIABILITIES
Iccounts pataable artd accrued li*ilities
Une of cre*t Bade
lnterest payaue

Duetc
Commonwealth govemment

DefenEd rernues:
Mlnicip€l license ta
Fe&rel grents

OttEr
Nmcurrent liarilities:

Due ritltn one yea
Due in mde th6n o.le year

total liabilitles
ET ASSEIS

ln!€sted in cafital 6sets, net oa rdated de*
Restricted fol:

Cafrtd pmjects

Dett sewice
OtiEr specified purp6es

unrestricted (ddicit)
Total nei assgts

L272,427

1t3354

177,aaa
51\732
75,556

,-206,491
360,394

2,tBi-,t:}6
a7,642,9a4
8,414,&)1

37,a53,527
48,423,376
86,676,903

178,7U,794

4,762,456
7o,624

809,755

1104,865

1,547,546
&,7:9

3,1a4,655
43,217,269

54,74a,943

53.141"903

12,ao&a54
5,613,822
1-,472,O8

(15,063,566)

63,972,451
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@MMONWEALTH OF PUERTO RI@
AI'TONOMOIJS MUNICIPAUTY OF CABO ROJO

STAIEMET{I OF ACNWES

YEAR ENDED JUNE 30, 2012

Re!€nue and Changes

Charges for

Operaling

Grants and

@ntribu$ons

Caprtal

Granb and

Contributions

GeneEl governmert

Public safety

Publlc ulorl(s and snitation
Hesltr

Orhure and r€cr€ation

Economic devolopm€nt

HougnE u€lfdre End community

urb6n development

Eduoalion

lntsre$on lor€.lern debl

Toi.l golernm€nEll activfi e€

Etpen€es

$ 10,0@,166

z74a216
13,86,558
5,0sq67

30r865
204€a

1940,458
355'8SO

3a05
1.50O,114

s 126,878

96,950

$ 314m
15t @6

\nLn1
4@4

2O4OO8

(9,56120n

IZ4€s,a7Ol
(1q962,141)

(x837,886)

(47.2:t)

(1@345)

(3s6,8SO)

,to,8so

(14,30,i14)

z*3,377

\7@.17j

7ZW

J 3qO74356 5 4@A t 20r,3,S4 $ 46834$

Munidpsl liceEe tax

Municipal selB3 tax

Ucense{ pormits, and oher local tax€€

Grants and coflEibutons not rgstided to specific p.ogranB

llltar€st and int€eh!€rt emin8s
tlEt Saan on dispoaition of cepiEl assets

Ohe.

Tobl Seneral revenues

f,lot asssE - beglnnilE

(29,153,104)

rL326@
z44azo
z64g35s
166q947
5"42419

379,580

1.190,ffi

25,077,639
(4075465)

6&048316

€,972451
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@MMONWEALIH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CABO ROJO

RECONCILANON OF THE BAIANCE SHEET -
GOVERNMENTAL FUNDS TO TI{E STAIEMENT OF NET ASSETS

YEAR ENDED JUNE 30, 201.2

Total Fund Balanc€s - covemmental Funds

Amounts repofted for Govemmental Activities in the Setement of Net Ass€ts
are differem because:

Capita, Assets used in govemmental actjvities are notfinancial resourc€s and thererore,
are not reported in the fun(b. ln the curent period, these amounts are:

Non Depreciable Cafital tssets
Deprcciable Capit€l Assets, n€t of depreciation

Total Caf,ital Arsets

Other assets are not ayailable to pay for crnem pedod expenditures
aM therefore are defered in the tuftb:

P.R. Oepartrhert of Treasury4hdshas bonus reim buGement
' Commonweahh LelFlative ResotutiorE

Solid Waste Mana6emem AutioriltFgant for municip€l landfill
Sal€s tax (Debt Sewice FUM)
P.R. Departmem of tabor (Law 52 and taw 82 Funds)

Some liatilities are not due and parable in the crrrent peiod and therefoG, are not
rcported in lhe tun(E. Those liabilities coosist ot

General Bonds and Notes Pa)able

ftoperty taxes debt

Depanment of Labor
tandfill Cloeure and pGtdosure
obligation under capitral leases

Compensated ab6ences

Christmas bonus

Claims andjudgmert

Iotal Long.Term Liabilities

Total Net Assets of govemmertal adivities

$ 37,853,527
48,823,376

$ 20,359,482

46,676,903

774,24a
24,5A6

572,OOO

30,o00
277,556

33301,000
907,870

90,612
5,L24275

143,851
4,152,607

348/495
69274

144,747,924)

$ 63,972,a51
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COMMONWEALIH OF PUERTO RI@
AIITONOMOUS MUNICIPALfi OF CABO ROJO

STATEMENT OF ACflVITIES

YEAR ENDED JUNE 30, 2O'2

Net (,rose in Flnd B.lsc6 - Totsl C-vnrnental Fmds

Amo6ts reportcd for gov.mmental activitie i. the &.tmot of Acriviti6 a. dffffit bee&:
C-vmm€nul Fh& .epo.t cspital oLtl.y6 ss qpoditEes. HoEvr, in the Govmmmt-Wi& $atm€dr of
Aciiviti6 ed ChsngEs in N.i As.ts! th. @s of rhose asts is allo@ted ovd their estimated Efirl tiv6 s
&preiatior expoe, This is ihe .mout of capital asts .s..ted in thc .l,rent tEiod.
C5pital .sts r@ived a a donarion .rc not r6or&d in th. CDvemmmtal Fmds\ b€6r .rrr@t finociat

not involve4 howcr, the rransaction mr,st b. r.fldred in the covehmcot_Wi& Finsciat
satemats b.s€don th. f!i. vakE ofthc don.red prcpqtv. This isth. dourt of .br ed cspitar .!sds r@rdcd
in the chqt p6io.L

Dcpreiation qpo* on epiral .sts is rcport.d in thc covemmat-nr/i& Satemots of Activiti6 dd ChsAe
in Ne. Asts, hr thry do not rcqunc the l6e of cEcnt fhtuciat reeuces. Th.reforer dEp@iarion expense is
not rcported s.xpdditEes i. Crvmmenrat Fmds"

Csvmmeoial Fuds reporr c{pirat aser! sotd s r*e,Es. Howver, ir thc Oovanmqr-ryid. Saaemmr of
Activitiq dd Cheg.s in Net Aers, Dispost of dpnal asrs requn€ rmovd of con of rhe crpirat asts ftom
thc capital ast accoutt on thc C-v€mmeot-Wi& S.rem6t of Net Asts.
Crvmm.ntal FE& repo.r rhe effst of bond islace 6sts s *p6dirtt6 ltrd deh is fr$ isE4 ed
amoniad in the Satemmt of Activiiies. This dolnt is th€ eflect of this diffsencG
Bon& atrd notes ,'roc€€& prcvirh cltrat fin&cial l€oue to C-v@mot.l FEds, hn isinA d.tr inctte
long:tem liahili.iB in the C-v@E6t-Wi<te s.atm6t of Net Alscts. Rcpaymflt of bo.ds an.t not6 principat
is e .xpenditE. i. C-vmhdtal Fudq hr rh. repayment r.dI6 tona -tem tiatitities iD rhe (bve.Dmot_
Wide g.taot of Net As.s. This is rhe uomt bJ, *trich the debt Droc€.ds d6.t .btr $rie p.incipal

Reiirmcot Systern A.trinistmtion payrnot pts, $as reported in th. C-vm6mr-Wide *arcmat of Activiries
dd Chinge in N.t Asts! Rcpiymeir of torg tem peyhdt pto deta is an cxpd<titr ir Crv@mmral Fmds,
t[t the re!'aymmt rcdrE€s long -tem propety i .dv@ce .tebr in rhc covftm@t-Wi& S.tmctrt of Net
Ass.ts Thc following represted the chmsc i. Retit@Ft system .dninisrntio. det*.

Propeny tq &bt ..lar.d to cr!r{! y@ fiost tiqridation ud LIMS rcplymdt ple, ws reporred itr the
Govemheot-Wid. $stmqt of Activiries od Chsgc h Nea Asrs Rcpaymda of toDg tefr p,op6ty rd
adv.nce d€ba is an €xp€nditrre in Crvdmertal FEdn hr the r€paymmt .edr6 long -t6r Fopeny td
advance &-h. in the C.rrv@mmFlride $atm.Dt of Net Ass.t& Thc folloing repreoted ihe chsAe in

LonA-t6m @mposted ab.e.ces ale .eponed in tbe covcmm@r-Wi.te $atmot of Acriviries aud ChdA6 in
N.i Ass.ts, hr th€y & Dot require rhe re of crt1qt fbdcial r@ucd Th*fore, long:tem compe.$rd
atrenc€s grEre not reported as qpoditr€s in Govemmmtd FEds. The foloeing .Eout r.p.es€nts the cheg,
in lo[g-term comp€nsat€d elEences ftom prior y@.

ches6 h Lmdftll A()!@l

Some *peoses rcportcd ir the Sarenent of Activitis do not .e$i.e the rE of .Bmr fbeci.t 't9N6 sd
ths.fore @ not relloned c qp6d.E6 in th€ gov€dEoial n-&. This c!.ssification in.tud6 &tes pay.bte,
Obligrtioo md€. capital le€s.q Chrtutdld ho.us, ckims .!d ju&e'll6ts, P:y.U. to pREpA, dd oth€r
hislle@Gaposs
Chag. in Nct Asts of Credfrenr.l Activitis

$ (23q853)

I1,616,980

(3,078,91t)

6,747

(60&93O

0,185,971)

(8,466,m0)

55,263

(303,908)

t29.OA4

$ (4.075.465)
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COMMONWEAI.I}I OF PUERTO RI@
AIJTONOMOIJS MUNICIPAUTY OF CABO ROJO

NOTES TO BASIC FINANCIAL STAIEMENTS

YEAR ENDED JUNE 30, 2012

I- ORGANIZAflON AND SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES

The Autonomous Municipality ol Cabo Rolo (the Municipality) was founded on the year 1771.
The Municipaliqy's governmental s)stem consists of an executive and legislature body. lt is
governed by a Mayor and a fourteen-member Municipal Legislature who are elected for a four-
yearterm.

The Municipality provides a full range of services for its citizens. These services include public
safety, public works, culture and recreation, heatth and wetfare, community development,
education, and other miscellaneous services.

The accounting policies and financial reporting practices of the Municipality conform to
accounting principles generally accepted in the Unhed States of America ("USGMP") as
applicable to governmental units.

The Municipality's basic financial statements consist of govemment-wide statements, including
a statement of net assets and a statement of activities, and fund financial statements, \,vhich
provide a more detailed level of financial information.

ln June 1999, the Govemmental AccountingStandards Board (GASB) issued Statement No. 34,
"Basic Financial Statements and Management's and Discussion and Anal)4sis for State and
Local Governments." This Statement, known as the Reporting Model, provides for the most
significant change in financial reporting for state and local governments in over 20 years and
affects the way the Municipality prepares and presents financial information. The Statement
was adopted as of July 1, 2OO2. ln add:tion to this Statement, GASB Statement No. 37, "Basic
Financial Statements and Management's Discussion and Anal)€is for State and Local
Governments: Omnibus" and GASB Statement No.38, "Certain Financial Statement Note
Disclosures' have been adopted and are reflected in these financial statements.

As part ofthis Statement, there is a reporting requirement regardingthe capitalization of local
government infrastructure (roads, bridges, tralfic signals, etc.). This requirement permits an
optional four-year delay for implementation to fiscal year ended on June 30, 2007. The

Municipality implemented the capitalization of infrasttucture since ]uly 7,2OO2-

ln March 2OO9, the Municipality adopted the provisions of GASB Statement No'55, Ihe
Hierarchy of Genenlly Accepted Accountin{ Principles for State and Local Governments (GASB

No. 55), and GASB Statement No. 56, Codrficatio, of Accounting and Financial Relpttingi
Guidance contained in the AI0PA statenents on Auditng standards (GASB No. 56).

19



@MMONWEALIH OF PUERIO RI@
AI'TONOMOIJS MUNICIPAUTY OF CABO ROJO

NOTES TO BASTC F|NANC|AL SIATEMENTS (CONINUED)

YEAR ENDED JUNE 30, 2012

l- oRGAN|ZAT|ON AND SU MARY OF STGN|F|CANT AC@UNnNG pOLtCtES (CONITNUED)

GASB No. 55 incorporated the hierarchy of USGAAP for state and local governments into the
Govemmental Accounting Standards Board's (GASB) authoritative literature. The requirements
in this Statement codi8/ alt USGMP for state and local governmenls so that they derive from a
single source.

GASB No. 56 incorporated into the Governmental Accounting Standards Board's (GASB)
authoritative literature certain accounting and flnancial reporting guidance presented in the
American lnstitute of Certmed Public Accountants, Statemenls on Auditing Standards- This
statement addressed three issues not included in the authoritative literature that establishes
accountinq principlesrelated party transactions, going concern considerations, and
subsequent events.

ln fiscal year ended on June 30, 207L, the Municipality adopted the provisions of GASB
Statement No. 54, Fu nd Balance Reponin€ and Governmental Fund lype Def,nitions (GASB No.
54), which modified the interpretations of certain terms within the definition of the special
revenue funds and the types of activities the Municipality may choose to report in those funds.
GASB No. 54 also clarified the capital projects fund type definition for beuer atignment with the
needs of preparers and users. Definitions of other governmental fund types were also modified
for clarity and consistency.

The following is a summary of the significant accounting policies of the Municipality:

A- Component Units

ln evaluating how to define the Municipality for financial reporting purposes, management
has considered all potential component units- The decision to include a potential component
unit in the reporting entity was made by applying the provisions of Statement No. 14, The
Financial Reporting Entity, of the GASB, as amended by GASB Statement No. 39,
"Determining Whether Certain Organizations Are Components Units an amendment of GASB
Statement 14"- The basic, but not the only criterion for including a potential component unit
within the reporting entity is if elected officials of a primary government are tinancially
accountable for the entt'ty. Financial accountability exists if the primary governmental
appoints a voting majority of the entity's governing body, and if either one of the following
conditions exist the primary government can impose its will on the other entity or the
potential exists for the other entity to (1) provide specmc financial benefits to or (2) impose
specific financial burdens on the primary government. A second criterion used in evaluating
potential component units is if the nature and signmcance of the relationship between the
entity and a primary government are such that to exclude the entity from the financial
reporting entity would render the financial staGments misleading or incomplete. Based on
the above criteria the Municipality do€s not have component units to include within its
reporting entity.

20



COMMONWEALIH OF PUERTO RICO
AUTONOMOIJS MUNICIPAL]TY OF CABO ROJO

NOrES TO BAS|C FTNANC|AL STATEMENTS (C!imNUED)

YEAR ENDED JUNE 30, 2012

,_ oRGANEAnON AND SUMMARY OF S|GN|F|CANT ACOOUNnNG POUCTES (CONnNUED)

B. Government wide and fund financial statements

Financial information ofthe Municipality is presented in tiis repon as follow:

1. Management's discussion and analysis introduces the basic financial statements and
provides an analytical overview ofthe Municipality's financial activities-

2. The government-wide financial statements (i.e. the statement ot net assets and the
statement of activities) report information on all the activities of the Municipality and its
component units, if any. Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are repoded separately from business-type activities, if
any, which rely to a significant extent on fees and charges for supporl lnterfund activity
has been removed from these statements to minimize the duplicating effect on assets
and liabilities within the governmental activities.

The statement of activities demonstmtes the degree to which the direct expenses of a
given function or segment is offset by program revenue, Direct expenses are those that
are charges to customers orapplicants who purchase, use, ordirectly beneJit from goods,
services, or privileges provided by a given function or segment and granls and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
progrirm revenues are reponed instead as general revenues.

3. Fund financial statements focus on information about the Municipality's major
governmental funds. Major individual governmental funds are repoated as separate
columns in tiefund financial statements. Pursuanttothe provisions set forth by GASB No.
54, the municipality reported tie following governmentalfunds in the accompanying GFFS:

Genera, Fuad- is the Municipality main operating fund used to account for and report all
financialand reported resources and governmental astivities, except for those required to
be accounted for in another fund. lt is presumed that the Munlclpality s governmental
activities have been reported in the generalfund except for transactions for which one of
the following compelling r@sons has required the use of another fund: (1) legal
requirements, (2) USGMP requirements or (3) the demands of sound financial
administration requiring the use of a governmental fund other than the general fund. lts
revenues consist mainly of taxes, licenses and permits, intergovernmental, charges for
services and other.
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COMMONWEALII{ OF PUERTO RI@
AUTONOMOIJS MUNICIPALTTY OF CABO ROJO

NOTES TO BASTC FtNANC|A|- STAIEMENTS (CON NUED)

YEAR ENDEDjUNE 30, 2012

1- ORGANTZATTON AND SUMMARY OFS|GN|F|CANT A@OUMI|NG poLtctEs (ooNnNUED)

Community Development grocl( Grarrt_is a major governmental fun used to account andreport the proceeds of revenues from the US Department of Housing and Urban
Deveropment prog€m gmnts for the deveropment of viabre urban communities byproviding- decent housing a suitable living environment and expanding economi;
opportunities, principafly for persons of row and moderate income. The uses and
limitations of this special revenue fund are specified by fede.al statutes.

Debt Seryic€ Funol- is a major governmental fund used to account for and report for the
accumulation of financial resources that are restricted for, and the payment of, principal
and interest for: (1) bonds payabte forwhich debt service payments are tegally mandated
to be accounted for in a debtservice fund and (2)certain sp;cial long-term obligationsfor
which the Municipality is been acrumulating financiat iesources- in advanie to pay
principaland interest payments maturing in future years.

The outstanding balance of certain general long_term obligations for which debt service
payments do not involve the advance a@umulation of resources (such as certain notes
payable, obligations under capitat leases, accrued compensated absences, landfill
obligation, craims andjudgments, net pension riabirityand otier rong-term obrigations) are
onry accounted for in the ac.companying statement of net assets. The debt service
payments of such obligations are generally accounted for in the governmental fund which
accounted for the financial resources used tor the payment of such debts. principal and
interest due on July 1 of the following fiscal year are accounted for as a fund liab,lity, if
resourcas are available as ofJune 30 for its paymenl

Commonwealth Legislative Resorutioas Fund-is a major governmental fund used to
accrunt for and report the proceeds ot specific that are legally restricted or committed to
expenditure for specific purposes other than debt service or capital projecL Revenue
sources can be used for the construction and improvement of capital fa;ilities and for
welfare purposes.

Landfilt lmprci/€iment Fuo+is used to accounttorthe improvement and land acquisitions
to increase capacity of the municipal landfill.

convention Centet Fund-is used to account for the bond proceeds of Governmental
Development Bank (cDB) toans for the amounts of $9,405,OOO and $3,2SS,OOO, for
construction ofthe Convention Center in Cabo Rojo, puerto Rico.

The other governmental funds ol the Municipality account for grants and other resources
whose use is restricted for a particular purpose,
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COMMONWEALT}I OF PUERTO RICO
AUTONOMOI.'Ii MUNICIPALfi OF CABO ROJO

NOrES TO BASTC FtMNCtAt STATEMENTS (@tmNUED)

YEAR ENDED JUNE 30, 2012

1- ORGANTZATTON AND SUMMARY OF StcNtFlcANT ACCOUNnNG poltctEs (co[nNuED)

The Municipality periodically undertakes a comprehensive evaluation of its fund structureto ensure that it complies with. all aspects that are of irport n". to users of generalpurpose external financial reports. Consequenfly, all superfluous funds and some internalfunds currenty used by tie Municipality intne aayfo-OJry accounting proc"Oure" t ar. notbeen reported as individual governmentat tunOs in t-ne ,""orfrnying,und financial
statements. Accordingy, the accrmpanying tund financial statements include only theminimum number of funds con_sistem wlth tegat ,no operaiini requirements and,consequently, certain types of similar intemalfundi have been c,omb'ined into singlefunds
in the accompanyingfund financial statements.

4. The notes to the financial statements provide information that is essential to a users
understanding of the basic financial statements,

5, Required supplementary informatjon such as the budgetary comparison schedule-geneEl
fund and other types of data required by GASB.

6. Notes to the budgetary comparison schedulegene€l fund.

C. Flnanclal reporting pr€sentation

The accounts of the Municipality are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations ofeach fund are accounted for with
a separate se-t of self-balancing acmunts that comprise its assets, liabilities, fund equity,
revenues, and expenditures. Fund types are as follows;

Genetat FuN- ceneral Fund is the general operating fund of the Municipatity. lt is used to
account for all governmental activity, except those required to be accounted for in another
fund.

Speclal Revenue Fund - Federat Gtantr. - Special Revenue Funds are used to account for
revenuas derived from federal gEnts. The usqs and limitations of each special revenue fund
are specified by Municipality ordinances or federal and state statutes,

S!€fiiat Revenue Fund - L@l and Sts/te Granb -Special Revenue Funds are used to account
for revenues derived from localtunds, state gmnts or other restricted revenue sources. The
uses and limitations of each special revenue fund are specmed by Municipality ordinances
or tederal and state statutes.

Speclal Revenue Fund - *ction 8 Ho/Lf,in€ Chotcc Voucher - Special Revenue Funds are
used to account for revenues derived from Section g Housing Choice Voucher program. The
uses and limitations of each special revenue fund are specified by Municipality ordinances
or federal and state statutes.
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NOTES TO BASTC F|NANC|AL STATEMEi{TS (CONTTNUED)

YEAR ENDED JUNE 30, 2012

l- oRGAN|ZAT|ON AND SUMMARY OF StcNtFtcANT AOCOUI{nNG poltctEs (@NINUED)
Capital PNecE Fund - Lc,cat and State crarts _ Capital projects Funds are used to accountfor fl nanciat resources used forthe acquisition o, 

"onJru"tiii? mijliJapur taclities.
Debt Seryica Furd - Debt Service Funds are used to account for the accumutation ofresources for and the payment of, general tong_term d",i;ri";;p"t interesg ano relatedcosls.

D. Measurement focus, basis of accounting and flnancial presentation

Govemment-wide financial staiemerts _ The€ccompanying GWFS are prepared using theeconomic resources measurement focus and the accruatLs-is J aiJou-niing suU;ect to ttreadditionat rutes and timitations detaited b"tor, ,eurnres linJJalniiii.l""t on o"p*it" 
"nOinvestments) are generally recorded when.arneo ano erpen"esliE gen-ei y recoroea wtena liability is incurred, regardtess of the timing ot ,"f"t"O *in io;: * 

*''

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange_liketransactions are generally recorded when exctrange tat<es ltac". tn ui?nung" tran*aion",each party to the transaction receives ana, gi\€s ur-p esseniiaily uqrul ili-ro. an .*"t 
"ngolike transaction is one when there is an io6ntifiabie 

",,"rr""ii "IJ-,f," 
*tues exchanged,though retated, may not be quite equal. The accompanyin! f".i" iin"n"i"t statementsinclude exchangelike transactions such as license rees,ines, ienrni"", iJrr.itur"", p.rrrc,charges for services, and most miscellaneous ,"r.nr"", *r,;it 

"i" rlJroed as revenueswhen co ected because oeyare generatty not measurabL untir Jrurrv iu""iruo.

TIe lvunicipality groups its non€xchange transactions into the following rour (4) ctasses inthe accompanying basic flnanciat statements: (a) derived tax revenues', 101 imposed non-exchang€ revenues, (c)govemment mandated non_exchange imnsact-lo-n=s, anO lOlvofumarynon-exchange transactions.

ln the case of derived tax revenue transactions, which result from assessments that theMunicipality places on exchange transactions, receivables and revenues a]e recorOeO wtrenthe underlying exchange has occurred.

ln the. case of imposed non-exchange revenue transactions (such as property taxes andmunicipal license taxes), which result from assessments made ly tto trirni"ipatity on non_governmental entities, including individuals, other than assessmenls on exchangeg:11r,I:.:lybtes are genera[y recorded in the period when an enforceable tegatctaim
nas ansen. property taxes and municipal license taxes are generally recorded as rivenues(net ofamounts considered not colectibte) in the fscal year-wtrrn ,6orr"o 

"r. 
,"qutr"O to

be used for the first fiscal year that the use of the resouices is permitteJ.
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l- oRGAN|ZAT|ON AND SUMMARY OF StcNtFtCANT AC@UNT|NG FOL|C|ES (CONflNUED)

For government-mandated non€xchange transactions (such as intergovernmental grants
and contributions), rec€ivabres and revenues are gene,afiy recorded when alr eriEibirity
re-quirements imposed by the provider have been met. For the majority of gran;, th;
Municipality must expend resources on the speciflc purpose or project beiore tf,e provider
reimburses any amounts. Therefore, revenue is generally recognized as qualirying
reimbursable expenditu res are incurred.

For voluntary non-exchange transactions (such as donations and certain g€nts and
entitlements) receivables and revenues are generally accounted for in the same manner as
government-mandated non€xchange transactions discussed above.

Events that are neither exchange nor non€xchange transactions are recorded when it is
probable that a loss has been occurred and the amount ot loss is reasonably estimated.

lnterests on deposits are recorded when earned since these revenues are considered both
measurable and available at June 30, 2012. Receipts of any type of revenue sources
collected in advance for use in the followingfiscal year are recorded as deferred revenues.

According to GASB No. 34, all general capital assets and the unmatured tong_term liabitities
are recorded only in the accompanying Statement of Net Assets. The measurement focus
and the basis of accounting used in the accompanying GWFS differ significan y from the
measurement tocus used in the preparation of the GFFS. Therefore, the accompanying GFFS
include reconciliations, as detailed in the accompanying table of contents, to better identify
the relationship between the GWFS and tie GFFS.

Govemment Fund Flnancial Statements - The accompanying GFFS are reported using the
curent financial resources measurements focus and the modified accrual basis of
accounting Revenues are generally recognized as soon as they are both measurable and
available- Revenues are considered to be available when they are collectible within the
current fiscal year or soon enough thereafter to pay liabilities of the current fiscal year_ For
this purpose, the Municipality generally considers most revenues (municipal licenses taxes,
construction excise taxes, sales and use taxes, interests on deposits, intergovernmental
gmnts and contributions and certain charges for services) to be available if collected within
sixty (60) da)/s after June 30, 2OL2- At June 30, 2012, all revenues sources met this
availability criterion.

Property taxes are all considered susceptible to accrual if mmmonly collected within sixty
(60) days tollowing the end of the flscat period, untess unusuat circumstances justify a
greater period.
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1. oRGAN|ZAT|ON AND SUMMARY OF StcNtFtcANT AC@UNT|NG poLtctEs (@MnNUED)

Other revenue sources considered susc€ptible to accrual include municipal license taxes,sales and use taxes, construction-excise iaxo, i"t"rgor;;n;;;;igra'n, 
"no "ontribution",!t-e-ress,g1. 

Oeoo.sits and charges for services. Ttresi principalierZn-* .ources m"et ootnmeasurabitity and avaitabitity criteria in the accompanying G;ii. 
-'"'-

ln a manner similar to the GWFS, but subject.to and timited by the avaitability criteriadiscussed above, arr revenues, expenses, gains, rosses, asses inj tiauitities resutting t omexchange, exchange-like transactions are J"" g"r.oriy i.*-JJ it Jn tn" 
" "t 

urg" t"r""place while all revenues, expenses, gains, losses, and a"""t"-iorfting frorn non€xchangetransactions are re€orded when an enforceabre regar craim 
"i-iJ"" 

ir,rnrn a, erigbirityrequirements imposed by tie provider have O*n ,"I, 
"ppii*Uf".--- 

-

lnterests on deposits are recorded,when earned since these revenues are considered bothmeasurable and available atJune 30, 2012.

Pursuant to the provisions of GASB lnterpretation No. 6, Recognition and Measurement ofceftain Liabilities and Expenditures in Goverrr.rta riia ii.'i"Li!tiru_.rt" lcaser rvo.
6-), in the absence ofan explicit requirement.li.e., tne aUsence oiln 

"f,f,ti".Ot" 
,oomcation,discuss€d betow) the Municipatity genera y accrues " gor"r;",i;r fund tiabitity and

:l:,T1Ir"-g:i{,1!-Ttaries, professionat a"rvic"s, suppiies, ,tiiities]etc.) in tne perioa inwnrcn me government incurs the liability, to the extent that these liabilities are normallyexpected to be riquidated in a timery manner and in fur with cuir.ni 
"r"ir"ore 

nn"n"i"trqsources. The accompanying Balance.Sheet _ covernmentat funJsleneratty renects onlyassets that vi/ill be converted into cash to satisry current tiaOilities. iong+erm assets andthose assets that w,r not be convert€d into casn io satatv cuireni iJliiiio 
"r" 

gnurarry not
n^"_r]l-ts,Plllll" ,"_*ompanying Batance Sheet _ cov;rnmentar runos. nt tne same time,rong{erm labrrftres (generally, those unmatured that will not require the use of currentfin€ncial resources to pay them) are not acclunteO tor in ttre accom:panying Balance Sheet- Governmental Funds.

The measurement focus of the GFFS is on decreases o, net financial resources(expenditures) rather than expenses. Most expenditures are measuibie ano are .ecorOea
when the related govemmentar fund riabirity is incuned. arr"*ii"" 

"t costs, such asdepreciation and amortization, are recordeO in ifre accompanyin!Staiement ofActivhies, butare not recorded in the accompanying GFFS

E &sets, liabllities and net assets

l- Cash, cash equivalents, and cash with fiscal agent- The Municipality,s cash and cashequivalents are considered to be cash on hand, demand deposits, and short_term
investments with original maturities ofthree months or less irom itre Oate ot acquisition.
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NOTES TO BASIC FINANCIAL STAIEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012
l_ oRGAN|ZAT|ON AND SUMMARY OF StcNtFtcANT ACCOUT{ING pouctEs (coMnNUED)

Cash with flscalagent in the debtservicefund represents special additional property taxcottections retained by the Commonweafth of prurto ni"o uiJiu.tiiil"o to, tt 
" 

p"yr"ntof the Municiparity's debt service, as estabrished ov rr". er*, 
"u"'r,'"ith 

riscar agentconsists of unused proceeds of bonds ano noto i=.rlalo, it 
"-r{iri"ition 

or 
"qripr"ntand construction of major capital rmprovements.

2. Recervabres and payabres- Activity between funds that are reprasentative oflending/borrowing arrangements outstanding at ttre end of the fiscaryelr are refened toas either "due toltrom other funds' (i.e-, ," 
"r""ni 

portL;-ii'i,nierruno toans) or"advances tolrom otherfunds" (i.e., the non*urrunt portiin ot-i;drfu;l bans). Altothe,outstanding balances bet\,veen funds are reported as"due tofrom oifrertunOs.,

Aduances_belween funds, as reported in the fund financial statements, if any, are offsetbya fund batance reserve account in appticaUre goueinmenuf funa's il'indicate thattheyare not avairabre for approprration and are not eipendabre avaii"ot" iin"n"i"t ,esorrcu".
Receivables are stated net of estimated allowances for uncollectible accounts, which aredetermined, based upon past corection experience ,no 

"rrr*t tonioaic conditions.lntergovernmentar receivabres in the cenerar Fund represens ine Lnce oue rrom ttreMunicipat Revenue Co ection Center (CRffr,l) rasuhini ]io, ii" fi."f tiquidations ofadvances made by CRIM to the Municipality mnespon;ingto *lt"JiJn. t o, property
taxes and legislative appropriations from the commonwelth or cuerto nico ptus Rnatliquidation of contributions in tieu of taxes payatfe ly tfre euertoii* en"tri" po,ru,
*]!gry !Tipf) t" the Municipatity. tntergo*inr"nt r R"""iraorls iiirre oeot serviceruno represent the amounts due from the CRIM resuhingfrom tie excess ofcuffentyearproperty tax cofiections over current year advances. rnte-rgovernmenlar receivabre in thespecial revenue or capital project funds represent amouriL owed to the f,aunicipatity forreimbursement of expenditures incurred pursuant to feOeratty iunOJJor state funaeaprograms. The Municipar sares and use tax is co[ected on i contract basis with theCommonwealth of puerto Rico Department of Treasury.

3. lnventoriea- lnventories in the gene€l fund is recorded as expenditure and, consequen y,
the inventory is not recorded in the statement of net assets.

4. Capital assets- Capital assets, which include property, equipment and infrastrustureassets (e.g.,. roads, bridges, sidewalks and simitir hems1, are r;poned in thegovernmentar activities corumn in the governmentar-wide fininciar statements. The
M-unicipality defines capital asset as assets with an initial, individualcost of more than$25 and an estimated usefur rife in excess ot on" vu"r. iu"tr'rlJets*are reporteo athistorical cost or estimated historicar cost if purchased or construJJ donateo capitarassets are recorded at estimated fair market value at the date of donati;n.
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YEAR ENDED JUNE 30, 2012
l_ oRGANtZA"noN AND SUMMARY OF SIGN|F|C.ANT AC@UNnNG poltctEs (@iInNUED)

The cost of normar maintenance and repairs that do not add to the varue ofthe asset ormaterially extend assets lives are not capitalized.

Major outla)4s for capital assets and improvements are capitalized as projects areconstructed.

capitalassets ofthe Municiparity are depreciated using the straight-rine method over thefollowing estimated usetul lives:'

UseIul Lifu

20 yeaE
2G50 yea6
2G4O years

5 to 15 years

5. D:fe1ed revenues ln the GFFS, deferred revenues arises when one of the followingsituations occur;

a. Potential revenue does not meet both the .measurable" 
and "available- criteria forrevenue recognition in the current pe od (unavailable ,"r"nrr1. e" previously

discussed, available is deflned as due (or past Oue; atJune i0, i-Olz anO cottecteOwithin.6o da)4s thereafter to pal gqliCaljons Oue atlune:O.ln suGequent perioos,
when both criteria are met, the liabititytor d"t"""O ,rr*re e ,"-ili,"d and revenue
is recognized.

b. The Municipality receives rasources before it has a legal claim to tiem (unearned
revexue). In subsequent periods, when the revenue reignition criterron is met, thetiabitityfor deferred revenue is removed and rer"nr" t" iiolni*J. 

-

Deferred revenues at the government-\r,ide level arise only when the Municipality receivesresources before it has a legal claim to them.

6, Longite.m obligatione The tiabitities reponed in the govemment-wide financial
:3YI^T"]Tld:! generatand speciat obtigation bonds an;notes, anJother tong-termltaolllles, sUCh aS vacation, sick leave, litigat;on, long_term liabititjes to othergovernmental entities.

ln tie-fund fmancial statements, governmental fund types recognize bond issuances
cost, during the currenl period. The face amount ot AeUt issu"i is ieponeo as otherfinancing sources, while bond issuanc€ co61s, whether or not withheld trom the actualdebrt proceeds received, are reported as expenditures.

De6crht on

Land improvements
Building and building improvernents
lnfEstructure
Vehicles, rnachinery and equipment
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NOIES TO BASIC FINIII{CIAL SIAIEMENIS (@MNNUED)

YEAR ENDED JUNE 30, 2OI2
r- oRGANTZAIION AND SUMMARY OF SlcNtFtcANT ACCOUT{T|NG poLtclEs (coNnNUED)

7, Deferred bond lssuance costs - Bond. issuance costs are reported as deferred chargesand amonized as required by current standards. eore.nrent"i i rnO- types recognizebond issuance costs as expenditures Aurlng ttre currem f"r]; T'h; issuance costs,whether or not withheld from the. aauatleOt proceeds ,""=ir;, urc reponed asexpenditures in the appropriate fund.

8. Compensated absences. Employees accumulate vacation leave at a rate of 2.5 days per
ffr]1il^p--"-T:]irum of 60 days. Unpaid yacation time 

"""r,*r"iJ'i" turry r""t"O torne emptoyees from the first dav of work. All vacation pay is accrued when incurred inthe government-wide fi nancial statements.

Employees accumulate sick leave ata mte of 1.5 da]4s per month up to a maximum ofgOdays.. 
lJpon .retirement, an employee receives compensation ioi?tt accumutateo anOunpaid sick leave at the current rate, ifthe emptoyeeias at least 1O yeIL ot service withthe Municiparity' AI sick reave pay and sarary ieritea oener,t aie adrria wnen ;ncuneo

in the govemmental-wide financial statements when the employee meel suct criteria.
9. Claims and Judgments- The estimated amount of the liability for claims and judgments,

which is due on demand, such as from adjudicated or settled claims, is recorOed in thegeneralfund when the liability is incurred.

1o.Fund Balan-ces- ln the current year, the Municipality adopted the provisions of GASBStatement No. 54, Fund Batance Repottingi ana eoiernientai fuii-;ype Definitions
(GASB No.54), which enhanced the usefulness of tuno Oatance iniornr'aiion oy provioing
clea rer fund balance classifications that ca n be more consistenfly 

" 
fiii.a. fn i" ,t"t"r"nt

establishes fund balance classmcations that comprise a trierar.i:fri upon the use of theresources reported in governmental funds-

Pursuant to the provisions of GASB No. 54, the accompanying GFFS report fund balance
amountsthatare considered restricted, committed, assigned:and unassigned, based onthe relative strength ofthe constrains that control how si-ecific arornt 

-can 
Ou 

"p"nt, ""described as follows:

a. Resfricted - Represent resources that can be spent only for the specific purposes
stipulated by mnstitutional provisions, external resource providers (externally
imposed by creditors or grantors), or through enabling legislation lttrat is, iegstaUon
that creates a new revenue source and restids its u;). Effectivety, restriaions may
be changed or lifted only with the consent of resource providers. "
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ATITONOMOT,IS MUNICIPALITY OF CABO ROJO

NOTES TO BASIC FINANCIAL STATEMENTS (COI{IINUED)

YEAR ENDED JUNE 30, 2012

1- ORGANIZATTON AND SUMMARY oF StcNtFtCAr,II A@OUIVII c POUC|ES (COMINuED)

b. Commifted - Represent resources used for specific purposes, imposed by formalaction of the Municipat's highest tev€t ot Oicision mJr<in!-;r#,j"ty (Municipat
Legistature through resolutions and ordinan"""t unO *n orry L'" li"n"jj oy" simira,law, ordinance or rcsolution, no tater than tne .jrJ 

"f 
n"*i vla

c. Unassigned - Representthe residual classificadon forthe Municipality,s generalfund
and includes all spendable amounts not contained in the other classirications. tnotherfunds, the unassigned classification is useo onfv to report ll*lficit oaf"nceresutting.from overspending for specific prrp** f- wrricfi amoune rrao ueenrestricted, committed, or assigned.

Negative fund balance amounts are assigned amounts reduced to the amount thatwill raise the fund balance to zero. Consequentfv, 
""g"iir" 

,*ior"-f imounts inrestricted, 
. 
committed and assigned fund balance -"fu*n*ii"r" 

;ave beenreclassified to unassigned fund balances,

The Municipality reports resources constrained to stabilization as a specified purpose
(restricted or committed fund batance in the generalfund) onfy iflii"ult ,""orrc""
meet the other criteria for those classmcations, as described 

"Oo* "nO 
121 tt"circumstances or conditions that signal the need tor staOitizaiion are iOentified insufficient detait and are not expected.-to occur routinety. nowevei, itri traunicipafity

has not entered into any stabilizationlike arrangements, no, t 
"" ""i 

j"io" ,at"riat
financial resources for emergencies and nas nJt estaltistreo torm"irinir, luno
bafances amounts as of for the fiscal year ended June 3O, 20 f2. - -

ln situations when expenditure is madefora purpose for which amounts are available
in multiple fund batance ctassifications, the [,tunicipality genemify sftnOi committea
resources first, and then unrestricted resources. Within unrestricted resources, tneMunicipality generally spends committed resources first, toffo""j 

-OV 
a"rignuO

resources, and then unassigned resources.
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NOTES TO BASTC FtNANC|AL STATEMENTS (COTfiNUED)

YEAR ENDED JUNE 30, 2012

l- ORGANTZATION AND SUMMARY oF StcNtFtCAttrT ACCoUNING pOLtCtES (OONTTNUED)

tL Net Assetg Restricted net assets have been reported puBuant to the pmvisions of GASBstatement No. 46, Net Assers Restri*ed by E;r;i;;L;;;;;;jlXJ *o. ,ot. ,no".net assets consist of net resources restricteir oy exteriai pirtiesl"uci iJo"Ot 
"orenrns,:reditor.s, 

grantors, contributions, laws or regutations of ottre. goueinments, etc.1, o, netassets for which constraints are imposed uv t 
" "or,"titriiorirr';;#;;"" or enabtinglegislation.

Enabling legislation consists of legislation-that authorizes the Municipalityto asseis, levy,charge or otheruise mandate oavment of resources ltrom 
""t"ru1iilJrr"u 

prouo"o1.Enabting tegistation estabtishei restictions if it'i;;iu;; ;'iJiJ,v enrorceaorerequirement that those resources be usectontyfortne specmc pu[oGltiputateO in tnelegislation. A legally enforceable enab[ng tigistation restriciio,i i"-in-" tnrt " purtyexternal to the Municipatity (such as-citizeni, prOti" int re"t gorps, oritre juOiciarV) cancompel the Municipality to honor..The Municipality p"rioaiicaflv ,e"rair"tes the legat

::1"J"":?1,9^:l3i "*bting.tegstation 
to deterrinir unv orit 

"i"roricl rarseo ny treenaDrng registat,on are used for a purpose not specified by the enabling legislation or ifthe Municipality has other cause for considerarion

The classification of restricted net assets identifies resources that have been received orearned by the Municipality wkh an explicit understanding Oet*een tfre fr,unicipality andthe resource providers that the reso-urces would be used for specific purposes. crants,contributions and donatjons are often gven under those kinOs oi'conOitions. Bondindentures atso often timit the use of bona proceeOs to speciRc pwposes.

lntemally imposed designation of resources, including earmarkin& are not reported asrestricted net assets. These designations consist of mianagemenG ptans ro, ttre use ofresourc€s, which are subject to change atthe discretion ofthe Municipal Legislature_

ln the government-wide statements, net assets are segregated into three categories;

a. ln-vested in capital assets, net of retated debt: Consist of capital asset batances netot accumulated depreciation and outstanding Uafances oi any Oonds, notes andother bonowings that are attributabte to the acquisition, constuction, or
improvementof thGe assets. This categoryshould not include castritrat is rastriaeO
to capital assets acquisition or construction (unspent bond proceeds) and any
unamortized debt issue costs.

b- Restnded net assets: Represent net assets that are subject to restr;ctions beyondthe Municipal's control. These include restrictions tnat ire externaity imposed (by
creditors, grantors, contributors, or laws and regulations of other go'vernmenSl orrestrictions imposed by the law.th-rough conititutional provisions or enabling
legislation (including enabling legislation passed Uy ttre governmeni itserl.
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I. ORGANEANON AND SUMMARY OF SIGNIFICANT AOCOUNNNG POLICIES (CONTINUED)

c. Unresticted net assets: Represent net assets that do not meet the definition of netassels invested in capirat assets, net of ,eUtJ Oloi.i ,*,iii"o. Unrestrictedassets are often designated to indicate th"t r"n"g"r"nt ooo nJconsiderthem tobe avairabre for generar operations. rtro" tvpr"- oi *n-"iiin[ are internar andmanagement can remove or modifythem. Designations are not reported on the facestatement of net assets.

l2.Accounting for pension Costs_ For ihe purpose of applying the requiremenG of GASBstatem.ents_ No. 27, A caunting for peiior! ay st t"'.iri i-"iri if,Jiin_.n, r^p,or.o(GASB.No. 27), the state gove;men-t ofthe crirrorr"iftt oiijulrto"Rim is consideredto bethe sponsorofthe Emproyee's Retirement svstem oiitre eorern-mint or puerto nicoand ils lnstrumentalities (ERS) and Syste, ZOOO, 
" 

,rfti*.pfoy.i c _snaring Oetineabenefrt ptan and a hybrid defined contribution pran, respectivJrl'ii'Jn,:"n tn" 
".ptoy"*of the Municipatity panicipate. The Municipatity i" ;;"i;;;';;;ffiimnt and not asponsor, of these reurement s\,/stems since ttre majority oi in!-p"rti"ip"nt" in tf,"aforementioned pension trustfu;ds are employees ofthe Commonwealth of puerto Rico.Accordingrv, no portion of the net pension o6rigation tNpol ,"i"i"o ii ERS has beenallocated to the Municiparity in the accompanying basicfinanciarstat;ents. The basicfinanciat statements ofthe Commonweatttr of euErto Rico report tt JtiLr urornt ot tf,"

l9t p9nsion obtigation of ERS, including any amount tt"t m"y *rrepono to tt"
M un icipa lity.

l3.lnterfund and intra-entity transactione The Municipality has the foltowing types oftransactions among funds:

a. onerating TransfeF Legafly required transfeB that are reported when incurred as"Operating transfer-in" bythe recipient funa anO as "Opening iransfersout" Oy ttredisbursingfund.

b. lntra-Entity Tra nsactions- Transfers between the fu nds of the prima ry government a re.eported as interfund transfers with receivables and payables pr"iu'ni"o r""rornta
due to and due from other funds.

14.Risk flnaDcln$ The Municipality canies commercial insurance to cover casualty, thefltort claims and other losses. lnsurance policies are negouated by the puerto Rico
Treasury Departmentand costs are alocateO among att tneTraunicipafiies ot euerto nico.
Cost of insurance a ocated to the Municipatity and;educted fro*it u tioo prop.r,y tu,collections by the Municipat Revenue cotiecti;n Center ("CRlM,l foi tne'ylrr.noeo .lrne30, 2012 amounted to $370,414, The currenl insurance'poticies'trave not been
cancelled or terminated.

32



CIMMONWEALTH OF PUERTO RI@
AI'TONOMOT'S MUNICIPAUTY OF CABO ROJO

NOTES TO BAS|C F|NANC|AL SIAIEMENTS (OO nNUED)

YEAR ENDED JUNE 30, 2012

l- oRGAN|ZAIION AND SUMMARY OF StcNtFtCANT ACCIUNnNG pOLtCtES (@MnNUED)

The Municipality carries insurance coverage for death and bodily injuries caused by the
automobile accidents. The insurance is obtained through the Automobile Accidents
Compensation Administration (AACA), a component unit ofthe Commonwealth of puerto
Rico. This insurance b compulsory for all lic€nsed vehicles used on public roads and
highwa)6 in Puerto Rico. The annual premium is $35 per licensed motorvehicle, which is
paid directly to AACA

The Municipality obtains workers' compensation insurance through the State Insurance
Fund CorpoEtion (SIFC), a component unit of the Commonweatth of puerto Rico. This
insurance covers workers against injuries, disability or death because of work or
employment-related accidents, or because of illness suffered as a clnsequence oftheir
employment Costofinsurance allocated to the Municipality and deducted from the gross
property tax collections by the Municipal Revenue Collection Center (CRIM) for the year
ended June 30, 2012 amounted to $444,637.

The Municipality obtains unemployment compensation, non{ccupational disability, and
driveG' insurance coverage for its employees through various insurance programs
administered by the Commonweahh of Pueno Rico's Department of Labor and Human
Resources (DOL). These insurance programs cover Trorkers against unemployment and
provide supplementary insurance clverage for temporary disability, or death because
work or employment-related accidents or non-occupational disability and drivers'
insuranc€ premiums are paid direcfly to DOL on a cost reimbursement basis.

Under Act No. 63 of June 21, 2O1O, the Legistative Assembty of the Commonweatth ot
Puerto Rico, authorized the municipalities to procure and manage attheir own discretion
all insurance policies, including those related to health plans been provided to the
municipalemployees. The Municipality also obtains medical insurance coverage from one
heahh insurance company for its employees. Different heahh coverage and premium
options are negotiated each year by the Municipality, Premiums are paid on a monthly
basis directly to the insurance company.

15. lJse of estlmates

The preparation of the basic financial statements in acclrdance with accounting
principles generally accepted in the Unted States of America requires management to
make astimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the basic
financial statements and the reported amounls of revenues and expenditures duringthe
reporting period. Actual resutts could differ from those estimates.
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2. CASH, CASH EQUIVALENTS AND INVESIMENIS

The Municipality maintains its deposits in various commercial banks located in puerto Rico and
Government Development Bank for Puerto Rico (GDB). proceeds from bonds and funds related
to certain grant awards are required by law to be held with GDB,

The Municipality adopted the provisions of GASB Statement No.40 (GASB No.4O), Deposit and
lnvestment Risk Drbclos ure, an Amendment to GASB Statement No. 3. This statement requires
that state and local governmenG disclose essential risk information about deposits and
investments. The disclosure requirements coverfour main areas: (1) credit risk, (2) interest rate
risk, (3) custodial credit risk, (4)foreign exchange exposure.
Credit risk - This is the risk that an issuer or other counterparty to an investment will not futfill
its obligations. ln compliance with the laws and regulations of the Commonwealth, the
Municipality has adopted, as it's custodial and credit risk policy, the Statement of lnvestment
Guidelines fot the Govemment of the Commonweafth of Puefto Rico. Accordingly the
Municipality invests only in obligations of the Commonwealth, obligations of the United States
of America, certificates of deposiG, commercial paper, bankers' acceptances, or in pools of
obligations of the municipalities of Puerto Rico, which are managed by GDB. The Municipality
decided to invest in debt and marketable securities. Because thcse investments in debt
securities trom the Commonwealth of Puerto Rico totaled 88% of total investments, there is a
credit risk exposure. Also, the ratings on all Commonwealth debt securities was placed at BBB
by Standards & Poor's as of June 30, 2012, two grades before non-investing grade. However,
the Municipality's management has concluded thatthe risk related to any possible loss related
to defuufts by commercial banks on the Municipality's deposits and investments is consadered
low atlune 30, 2012.
lnterest rate risk - This is the risk that changes in interest rates of debt investments will
adversely affect the fair value of an investment. As of June 30, 2Ot2, the Municipality's
investments held in commercial bank @nsists ofthe following debt securities;

Fan vahes 6 of

F,R Govemnrcnt oeveropment Bank , subject to extraordinary cau. zm T*#*u
PR Go!€mmeni D€velopment Bank , continuoust carhbtelrcn @./OV2O!!* A/OV2O\g 5OO,185
PR Govemment Dev€lopment aank, continuoGty cattaDblrc':, O4O1/2O73* VOU2OL9 1"45a,4:t9
Massachusetis EDL FING Auth. Ed . continuousty cattabt€ fron O7,/OU2O2a* 7/Oy2O22 402,676
PR Govemment Development gank , continuously calbble lrcm0401./201j* A/OV2O22 3o13ao
PR Publb Financ€ Corp, Appropri ion Ser.A A/O7,/2O22 3e9,4aa
PR Govemment De\€lopment Bank , continuousry cathblelnomoaov2ol3* a/oy2o23 1J2a,296
PRcovemmentDevelopmentBank,continuouslycallablelrcn@/OU2o77+ a/OU2O25 49O,O2O
PR Govemment Development Bank, continoousry callabbf.on O2/OV2O13* A/OU2O26 L129,12L
PR Commw. Aqueduct. and Se\is Auth., conlinuousry 6lla0te from o7ov2o15* 7/0L/2027 100,949
PR Public Build. Auth., sub.iect to extraordimry carr. 7/O7/2O2a 792,430
PR Public Build. Auth., continuoust callabbnom O70V2O14* 7/O7/2O29 3O7,2t5
PR Elec Po*er Alrth., continuoos, calhble trom O7OV2O20* 7/01,/2m2 513,505
Tennesee VY Auth.,, continuously callable trom 03/1512013* 3/a5/2O25 253,783
Tennesse VY Auth.. continuously callable from 04115/2016* 4/ t5/2O32 60,354
FederalFalm CR BKS Cons, continuot]sly calhbb nom O422/m13, 4242027 2so-62a

irhese bori6 are Erbbre on any d6te afterrie nlst car date untir its mturity Total t-!30E 5@
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2. CASH, CASH EQUTVALENTS AND TNVESIMENTS (CONnNUED)

The l\4unicipality does not have a formal policy limiting investment maturities that would helo
manage its exposure to fair value losses from increasing interest rates.

Also, at June 30, 2012, the Municipality's investments in cenmcates of deposits are recorded
at cost, which approximates their fair value. Therefore, the Municipality's management has
concluded that at June 30, 2012, the interest rate risk associated with the Municipality's cash
and cash equivalents is considered low.

Custodialcredit r'rsk - ln ihe case of deposits, this is the risk that in the event of a bankfailure,
the Municipality's deposits may not be recovered. Pursuaat to the Statement of lnyestment
Guidelines for the Government of the Commonweafth of Puefto Rico the balances deposited in
commercial banks bythe Municipalityare insured bythe Federal Deposit lnsurance Corporation
(FDIC) generally up to a maximum of $25O,OOO per depostor. ln addition, public funds
depGshed in commercial banks bythe Municipality are fully securities pledged as collateralare
held, in the Municipality's name, by the agents of the Commonwealth's Secretary of Treasury.
Deposits with GDB, and in commercial banks (Popular Securities) are uninsured and
uncollateralized. Hov/ever, no losses related to defautts by GDB or Popular Securities, on depos(
transactions have been incurred by the Municipality through June 30, 2012. Therefore, the
Municipality's management has concluded that at June 30, 2012 the custodial credit risk
associated \uith the Municapality's cash and cash equivalents is considered low.

ForeiEh exchange risk - The risk that changes in exehange rates will adversely affect the value
of an investment or a deposiL Ac{ording to the aforementioned investment guidelines, the
Municipality is prevented from investing in foreign securities or any other types of investmenis
in which foreign exchange risk exposure may be significanl Accordingly, management has
concluded thatthe foreign exchange risk related to the Municipality's deposits is considered low
atJune 30, 2012.

Cash in Banks-The Municipality's cash and investments at June 30, 2012 are composed of:
(1) demand deposits in commercial banks, (2) demand deposits in the Government
Development Bank of Puerto Rico (GDB, fiscalagent), and (3)cash equivalents in commercial
banks.

Commonweahh of Puerto Rico laws autlorize governmental entities to invest in direct
obligaiions or obligauons guaranteed bythe federal government or Puerto Rico's GovernmenL
The Municipality is also allowed to invest in bank acceptances, other bank obligations and
certificates of depcsit in financial institutions authorized to do business underthe federal and
Government laws.

Under Commonwealth of Puerto Rico statutes publictunds deposited in commercial banks must
be fully collateralized for the amount deposited in excess of federal depository insurance. All
securities pledged as collateral are held bythe Secretary ofthe Treasury of Puerto Rico.
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2. CASH, CASH EQUMLEiITS Ar{D INVEIiIUENIS (COMflNUED)

The Municiparity's bank barances in commerciar banks of approximatery $1,272,827 in the
general fund, $3,202, $378,429, $135,566, and $2,314,230 in tie community devetopmentblock grant, commonweahh legislative resolutions, landfilt improvements, and otier
govemmental funds, respectively. were fulty collateralized at June 30, 2012, The deposits at
GDB of approximately $1,468,158 in the general fund, $9,368,976 in the Oebt serviie fund,
$2,514,955 that is restricted for the construction ofa convention centerand, $4,29O,g29 thai
is restricted for other governmental funds, are unsecured and uncollateralized, as no collateral
is required to be carried by governmental banks.

lnvestment herd with commerciarbank- The investment herd with commerciar bank consists of
$7,793,O3O, and $621,861 undisbursed p.oceeds of Commonweahh Legstative Resotutions,
and cenerat Fund, respectivety. The funds with an outstanding balanc€ 6t $g,+f+,gSf as oi
June 30, 2012' earn interest at a variabre rate (between 3.34* and 6.05%)- The outstanding
balance is valued at fair market value.

3. RECEIVABLES

A" Muntaipat Lien* fax- the Municipality imposes a municipal license tax on a businesses
that operate within the Municipality, which are not totally or partially exempt from the taxpursuant to the rndustriar rncentives Act of the commonweatth of puerto Rico. Municipal
ricense tax receivabre of $43,35g represents fired municipar ricense tax retums that were
uncollected as ofJune 30, 2012, net of allowance for uncollectibles-

B. Muflict:pa, Sares and ll.o Tax - lndividuals, organizations and entities subject to collect the
municipalsales and use tax must flle a tax return to the Municipality- The tax is due the 1Ou,
day of each month based on tax collected in the preceding mo;th. 

-li,lunicipal 
sales and usetax receivable of $177,888 represents the tax mlleaed on June by individuals,

organizations and entities but reported and paid to the Municipality on or befoie July 10, net
of uncollectible amounts.

C. Rer[s and coastruction permr,s -The Municipality has various facilities which generate rent
revenue, and had reported $4,889 for rents due but not paid as of June 30, 2012. fhe
Municipality imposes a construction permit tax on c.onstruction activities performed within
its territory, and had reported 937,370 for erigibre construction activities which had not yet
paid the tax as ofJune 30, 2012. Also, fines and forfeitures for $9,473, are included.

D. Others - Other receivables mainly consist of other taxes and accrued interest receiv"able.

4. DUE FROM OO) GOVERNMENTAL ENTMES

Amounts due from governmental entities as ofJune 30, 2012 follows:
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4. DUE FROM (rO) GOVERNMET{TAL ENTmES (@MnNUED)

Commonwealth goyemment:

Govemmental Em v
Municipal Revenue Coltection Center ("CRIM") (Debt Service Fund)
PR Treasury Department (Christmas bonus)
PR Treasury Department (Sales and Use Taxoebt Service Fund)
PR Depadment of Labor-Law No.52
PR Depanment of Labor-taw No.82
Commonweatth Legislative Resolutions
PR Solid Waste Management Authority
Total

Federal govemment:

covemmer al Etltv
US Depanment of Housing and Urban Development-CDBc
Child Care Block Grants
Others

Total

5. INTERFUND IRANSACIIONS

lnterfund receivables and payables at June 30, 2012, and interfund transfers during the fiscal
year ended atJune 30, 2012, are summarized as follows:

a- Due from/to other fund and Advances fromlto other fundsi
Receivable Fund Payable Fund

Amount

$ 63,631
L74,248
90,725

242,604
39,O97
24,546

572.OOO
qr206€91

Amount

$ 199,619
459,544

1.23L

$ 300394

Amornt

$ 213,516

34932a

297,274
5.10a

CDm ftograrE Fund

Commonweaith L€slative
Resotutions Fund

GeneralFund OthercovemmefltatFunG
Commonwealth
Legistative
Re6olutions Fund Generat Fund

Total

b. Transfer in/out to other fund
TranEIer in

Pumce Amount

Reimburs€ble Expenditures $ 7,601
ReimbursableExpenditures 124,46a

ReimbursableErpenditures 2A5,747

Reimbu6ableExpenditutB t4L.414
5__489223

General Fund

General Fund

TraGfer out
General Fund

Puroose

Landfill lmprovernem Fund Capitat Projects
Commonw€fth Legislative
Resolutions Fund OeneIal Fund

Other Governmerftal Funds General Fund
General Fund Other Govemmentat FuMs

Total

Transfer offuncls
Reimburs€ment and
Transier of funds
Depcit errors
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5. CAPITAL ASSETS

Ca pita I assets a nd depreciation activity as of a nd for the yea r ended J une 30, 2012 is as follows:

Govemmental Ac{iviti6:
Capital asset6, .rot being
depreciated:

Land
Construction in progress

Total capltal asseE not belng
depreciated

Capital as86ts, being depreciated:

land impror'ements
Buildings and building
im provements
lnfrastructure
Vehicles, machinery and
equipment

Total capital assets b€ing
depleciated

L€s accumulated deprecialion lon
Land impror'ements
Buildings and building
improvemeots
lnfrastaucture
Vehicles, machinery and
equipment

Total accumulated deprechtior

Total capital assets belng
depr&iatod, net

Govemmental activitiB capltal
as8et+ net

Balance
lulv 7- 2O7L Additois

$ 4,10,809
8.131.329

4.572.18

751,000

a94Ja3
1-,9135,257

L73s.&7

Balance
RetlrcmerE laiP-tO.2OT:2

$ - $ lo,3atogo
t4.701.425\ 27.472.437

(1.701-.4251 37.A53.527

$ 9,940,2A1
2L042.533

30.942.a14

2,727,O93

35,295,309
23,7@,602

4L451.4a6

(1"963,073)

(8,293801)
(9,575,ffia)

16.194-888)

126-027.4001

13.143.420 4.746.267

3374,093

36,1t19,492
25,674,A59

72.547.24

77.929.@7

12,to8\479],

(9,296,578)
(10,711,061)

16_990.193)

(29.106.311)

8823.376

(14s,/to6)

Q,@2,7771
(1,135,423)

1795.305t

r3.o78.911)

47.4!16.020 l-667.356

$18.138"834 S-1O239r194 $,11Jql42fl $-a6-676.9O3
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6. CAPIIAL ASSEIS (OONnNUED)

Depreciation expense was charged to functions/programs of the Municipality as follows:

Amoont

$ 43405
1/tas,266

170,064
U4,7LL

624
126,424

1:}.409

i-3lIZE'911

7. PROPERTY TAXES

The personal property tax is self assessed by the taxpayer on a return which is to be filed by
May 15 of each year with the Municipal Revenue Collection Center ("CRIM"), a governmental
entity created by the government of Puerto Rico as part of the Municipal Legislation approved
in August 1991. Realpropertytax is assessed bytheCRlMon each piece of realestate and on
each building.

The assessment is made as of January 1 of each year and is based on current values for
petsonal property and on estimated values as of 1957 for real property tax. The tax on personal
property must be paid in full together \,yith the return by May 15. The lax on real property may
be paid in two installments by July 1 and January 1. The CRIM is responsibte for the bifling and
collections of realand peEonal property taxas on behatfofallthe municipalities of Puerto Rico.
Prior to the beginning of each fiscal year, the CRIM informs the Municipality of the estimated
amount of property tax expected to be collect for the ensuing fiscal year. Throughout the year,
the CRIM advances funds to the Municipality based on the initial estimated collections, as
modified bythe quarterly revisions of estimates required by law. The CRIM is required by law to
prepare a liquidatton statement on a fiscal year basis, whereby a comparison is made between
the amounts advanced to the Municipality and amounts actually collected from taxpayers. This
preliminary liquidation has to be completed on a preliminary basis not later than three months
after fiscal year€nd, and a final liquidatioB made not later than six months after year€nd,
subject to the veriflcation by its lndependent Auditors. lf the CRIM remits to the Municipality
property tax advances, which are less than the tax actually collected, a receivable from the CRIM
is recorded at June 30. However, if advances exceed the amount actually collected by the CRIM,
a payable to the CRIM is recorded at June 30- The CRIM issued the preliminary settlement
noting that tie advances exceeded collections by $641,184, This balance will be retained by
the CRIM during fiscal yeat 2O&2OL4-I hose amounts are presented in the government wide
financial statements.

Govehmental acdviu6

General govemment
Public works and sanitation
Public safuty
Culture and recreation
Heatth
Welldre and community development
Education

Total deprechtbn expenEa*ovemnrental aclJytuas

39



OOMMONWEALIH OF PUERTO RIOO
AIJTONOMOIJS MUNICIPAUTY OF CABO ROJO

NOTES TO BASIC FINANCIAL STAIEMENIS (@MTINUED)

YEAR ENDED JUNE 30, 2012

7. PROPERTY TAXES (CONNNUED)

On .June 26, 1997, Public Law No. 21 was enacted, authorizing the CRtM, among other things,
to sell the property tax receivables related to taxpayers who owned property taies from t974
to 1996. Such property tax receivables were purchased by the public Financing Corporation, a
subsidiary of the Government Development Bank of pueno Rico (GDB) usingthe proceeds of a
bond issuance executed for such purposes. Said Law imposed the CRIM the obligation to
replace uncollectible property tax receivables with any valid property tax receivable or
equivalent in money. Subsequent to the approval of the l-aw and to the sale transaction, it was
detected that a subGtantial percentage of the receivables sold were uncollectible. ln order to
protect the economic damage to the financial structure of municipalities caused by the
substitution of uncollectible tax receivables with sound collectible receivables, on October 11,
2001, Public Law No. 146 was approved and enacted. Through this Law, the CRIM was
authorized to obtain a loan from any qualified financial institution and pay in advance the
outstanding balance of the bonds issued and any related cost incurred for the purchase by the
Public Financing Corporation (a cDB subsidiary) of the tax receivables. The toan is being paid
by the municipalities thru a 30 year tong term financing negotiated by the CRiM with GoB on
behatf of such municipalities as authorized by the indicated Law. During the first five years of
the note, commenced in July 1, 2OO3, the Municipality shall pay only interest. At the end ofthe
flrst five years of the note, the repayment terms and conditions ot the note shall be renegotiated
to allow the Municipality to pay the outstanding balance of the note in equal installments of
principal plus interest, through maturity. As of June 30 2012, the related unpaid property tax
advances included in the Statement of Net Assets amounted to $266,696.

The annualtax rate is 1O-O8% for real property and 6.93%for personal property of which 1.O3%
of both iax rates are for the redempfion of public debt issued by the Commonwealth of puerto
Rico. The remaining percentage is distributed as follows: (a) 5.8% and 5.9%, respectively,
represents the Municipality's basic property tax rate which is appropriated for basics and
accounted for in the generalfund. A portion of such amount is deposited in an equalization fund
together with a percentage of the net revenues of the puerto Rico electronic lottery and a
subsidy from the Commonweatth of Puerto Rico. From such fund, a distribution is made to all
municipalities; (b) 3.25% represents the ad valorem tax restricted for debt service and
accounted for in the debt service fund.

Residential real property occupied by its owner is exempt by law from the payment of property
taxes on the first $ 15,OOO of the assessed value. For such exempted amounts, the pueno
Rico Treasury Department assumes payment of the basic tax to the Municipalities, except for
property assessed at less than $ 3,500 for which no payment is made. As part of the Municipal
Autonomous Law of 1991, the exempt amount to be paid by the puerto Rico Treasury
Department to the Municipalities was frozen as of January 1, 1992. ln addition,the law grants
a tax exemption from the payment of personal property taxes of up to $ SO,OOO o, the assessed
valueto retailers having aonual net sales of less than $ 15O,OOO.
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8. MUNICIPAL SALES AND t,SE TAX

On July 4, 2006, the Commonweatth Legislature approved Act. No. 117 ("Act 117") which
amends the Puerto Rico lnternal revenue Code of 1994 to provide, among other things, for a
sales and use tax of 5-5% to be imposed by the Commonwealth bovernment Act 117 also
authorizes each municipal govemment to impose a municipal sales and use tax of 1.5%. This
municipal sales and use tax has in general the same tax base and limitations (except for
unprocessed foods) as those provided by the Commonwealth,s sales and use tax.
Section 6189 of the puerto Rico lnternal Revenue Code of 1994, as amended, authorizes the
Municipalities in Puerto Rico to impose a sales and use tax to consumers. This tax must be
imposed in conformity with the base, exemptions and limitations contained in subtiue BB ofthe
Code. The municipal sales and use tax is specifically lmposed over alt sates transactions of
taxable items and combined transactions (as defined bythe municipalinGrnalregulation)taken
place within municipal limits. The municipal sales anJ use tax is also specificaly impose over
the purchase price ,or the use, storage or consumption of taxable transactions (as defined by
the municipal internal regulauon)taken place within municipal limits. The Municipal Legislature
approved the imposition ofthe municipalsales and use tax effective on November 15:2006.
On July 29,2OO7,the Commonweatth of puerto Rico Legislature approved Act No. aO ("Act80")
which amends Act No. 117of Juty 4, 2006 to impostto aI mu;icipatities of puerto Rico a
uniform municipat sales and use tax of 1.5%. Effective on August 1, 2OO7 1% of the 1.5% is
collected by the Municipality's and oe remaining.5% of the 1.5% is co[ected by the pue(o Rico

Department of the Treasury (PRDT)- Act 80 also provides for restrictions on the use of the sales
tax, which is required to be invested in solid waste and recycling programs, capital
improvements and heahh and public safety costs

Amount_coflected by the PRDT (the remaining.5% of the 1.5%) is deposited in accounts or
specialfunds in the Governmental Development Bank ("GDB"), subject io restrictions imposed
and distributed as follows:

. .2% of the .5% will be deposited in a "Municipal Development Fund" to finance costs as
restristed by the Act,

. .2% of the .5% will be deposited in a "Municipal Redemption Fund" to finance loans to
Municipalities subject to restrictions imposed bythe Act, and;

. .1% of the .5% will be deposited in a "Municipal lmprovement Fund" to finance capital
improvement projects; this funds will be dlstributed based on legislation from the
Commonweahh's Legislature

8. MUNIC|PALSALES AND t SE TAX (@MnNUED)

The Municipar Legisrature amended Municipar ordinance No. 3 series 2ooG2oo7 to conform
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to dispositions of Act 80.

lndividuab, organizations and entities subject to collect the municipal sales and use tax must
file a return to the Municipality. Tax is due each 2oth day of each month based on tax collecied
in the preceding month.

The Municipality collecied $2,002,246 during the year ended June 30, 2012. Atso, $646,108
fmm the Municipal Redemption Fund are included in the Debt Service Fund.

9. ACCOUNTS PAYABLE AND AOCRUED UABILMES

Accounts pa)€ble and acrrued liabilities at June 30, 2O12 are summarized as follows:

communry
Oevalopmeni
abd< Ciant OeOt S.ryace

D€s.rldon G€l|€r8I Fund Furld! Fund

l6SbraiiE Landffll Coiventon Oh.r
Center Golllmtneritrl
Funrt Funds

s 602,0&5

an5-593

$ 195,003 $ 2,386,715 E 335-450 $ I 597,610 S 4,116'863

- 645_5€13

To.ar L1,ZlS;IA ! llE.ooil L-j i?:Ec7ls t3IL45o r i i_5gzar.o tlZE.4sO

10.DUE TO OTHER GOVERNMEI$TAL ENTMES

The amounts due to other governmental entities in the General Fund include the following:

GoEmmental EntiN

General Services Administration
Municipal Revenue Collection Center ("CRIM')
Govemment of Puerto Rico Emplo)€e Association (AEGPR)
Puerto Rico Aqueduct and Sewer Anhonty

Total

Aegnnlng balance
Additions
Reductions
Endlngbalance

Amoum

$ 4,479
1,034,28

15,182
54,916

s1rc8A65
IL LINE OF Cf,ED'T

ln July 2O1O, the Munacipality entered into a $409,948.93 line of credit with a commercial bank
for the acquisition of equipment for various departrnents and fucilities. The line has a term of one
year and will bear an interest of 2% of "Broket Call Rate" for a balance of over $50O,OOO. An
investment of $7,55O,OOO with the same institution will serve as c.ollateral. Line of credit activity
for the year ended June 30, 2012, was as follows:

$ 269,949

ta9932a\
$____70-628
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NOIES TO BASIC RNANOAL STAIEMENIS (CONIINUED)
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I2.DEFERRED REVENUES

A. Municlpal License Tax- The deferred revenues of $1,547,586 in the general fund relates to
municipal licensetax collected in flscalyear 2011-12 that willbe eamed in fiscalyear 2012-
13.

B. Commonwealth Goyernment- Deferred revenues from the
represent revenues not a ilable as requircd by current
balanc€s follows:

lllalor tu,idcenelal Fund:

P.R. Depaftrnentof Treasury{hristnas Bonus reimuJrsement
P.R. Depatment of tabor -taw No. 52
P.R. Depaftmerft of t-abor -Law No. 82

llabr fundo€H Selvlco Fund:
P.R. Departrnert of Treasury - ssles and [rse taxes (debt service fund)

litlof trrxl4ommonHlt] l-eetshiye R€olutlorE Fund:
Commoiwealth Legislative Resolutions

aloa fu nd-l.andfi ll lmorovement Fund:
P.R. Solid Waste MaMgernent Authority

Total

Commonwealth Government
standards. A detail of those

Amount

$ L74,247
234,,r58
39,@9

30,ooo

24,546

572.m

$1o7839a

federal grants
revenues from

Amoum

$ 2a7

t _2La

C. Federal Goyemment- The defened revenues represent tfie portion of
received for which qualirying expenditures have not been incurred. Deferred
the federal govemment are as follows:

Communtv .l€xaborndtt block €rant futrd

Homelessn€ss ftelention and Rapid Rehousing ftogram

lotal

Olh€r &,ernm€ntd ftrnds

Omce of Eldedy Afiairs
Edw"ard Bymes Xrstice Department Block G6nt
Horneland Seorrity Grant Plogram
Ohers

Totrl

Amount

$ 22,324
15,362
41,605

$___-80512
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13. LONGIERM UABIL]IIES

Long-tem lia bility activity for the yea r end ed )une 30, 2072, was as follows:

Description
Begnning Sonowln€F PaylnenE or
Ealance orAdditbns D€ductiorE

Endlng
Balance

Due Within
One Year

GerEral, Special ObliEations
Bonds and Notes

Notes pafable to cRlM-l-lMs

Note pe)€ble to CRlM+ina.rcing
of delinquent accounts

Note payEbleto P.R.
oeparUnem of tabor

tandfill Clooure and Po6t-
Cl6ure c61s

Note pa,€ble to Etls

Obli€Ftion under capital leases

Compensated absences

Christnas bonus

Oaims and judgments

Payable to CRIM-€xc€ss of
prope4y tax advances over
actual collections

Tdtal

i26,375,0OO $10,8O10OO $(r.615,000)

45,04:] - (45,043)

2@,O2O (f334)

$1.24 - {90,612)

$ 35,$i"0oo $ 2338,0OO

x,334

90,612

325,000

344,495

69,214

3,942304

55,263

L74,a94

3,543,671

379,406

46,432

278,9fi)

1.L&597a

!r(},851

999,634

348,495

27,242

641 n

(s5,263)

(t74,1941

(39O,698)

(379,406)

(4,soo)

(274,900)

266,646

90,612

5,724,275

14:I,a51

4,452,fil
344,495

69,214

641-aa4

$351011157 $A1ATALa g3!46.950l $46.401924 $3184.655

1. General and special obligation bonds and notes - The Municipality's outstanding general
and special obligation bonds and noies atJune 30, 2012 amountto $35,561,000. Allthese
bonds are serviced bythe Governmental Development Bank of Puerto Rico (GDB) maturing
at various dates. As required by law, the Commonweahh Government is obligated to collect
property taxes for payment of principaland interest on bonds and notes. ln addition, .2% of
the .5% municipal sales and use tax collected by the P.R. Department of Treasury is
deposited in a "Municipal Redemption Fund'to finance loans to Municipalities subject to
restrictions imposed by law. Debt service funds has been established for the bonds and
notes at GDB with the proceeds of tiose property and sales and use taxes, whereby
sufficient funds must be set aside in order to cover the projected debt service requirement,
before any new bonds are iisued.
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YEAR ENDED JUNE 30, 2OI2

13. LONeIERM UAB|LmES (COMnNUED)

A detail ofthe gene€l and speciat obtigation bonds and notes as ofJune 30, 2012 follows:

Deacrlptbn
Outstanding

Amount

1992 public improvement bonds of $880,0OO due in annLrat installments rangng $ 226,000
from $2O,O0O to $61,000 throuEh January 1, 2016; bearing interest
at 5.o %

1!193 public improvement bonds of $454,OOO due in annuat insta,tments rangng
from $1O,OOO to $32,0OO through lanuary I 2017; bearing interest
at 5.0 %

ll)97 public improvemeot bonds of $765.000 due in annuat installments Gnging
from $15,OOO to $75,0OO through lanuary 1 2016; bearing interest
Et rates rangng frorn 6.23% to 6.5a% (6.30% at June 30, 2011)

1997 gene6l ouigation notes of $1-735,0OO due in annual insEllments langng
from $4O,OOO to $165,000 through January ! 2016; bearing interest
at rates rangngfrom 5.23% to 6.58% {6.30% at lune 30, 2011)

1999 eleneral oblitFtjon bonds of $83O,OOO due in annuat irEtaflments rangng
from $10.OOO to $70,Cm through July l- 2023; be.ring interesr
at rat6 ranging from 5.86% to 6.56r)6 (5.86% at June 30, 2011)

,399 geneal obiigation bonds of $1,31O,OOO due in annuat instaltments rangng
from $5O,0OO to $14O,OOO tnrough July 1 2013; bearing interest
rates rangng from 5.86i96 to 6.11% (5.86% at June 30, 2011)

2OOO €pneral obligation bonds of $2,O4O,0OO due in annuat instalments rangng
from $8O,OOO to $215,OOO through Jut 1, 2014; bearing interest
at rates rangngfrom 4.3096 to 4.73% (4-3O% at lune 30, 2011)

2003 generdl ouigation bonds of $4,425,OOO due in annual installments rangng 3,415,OOO
from $75,OOO to $345,0@ through Juty ! 2026; bearing imerest
at rates rangng from 4.3O% to 5.6096 (4.3O% at .,une 30, 2011)

2OO4 geneEl obligation bonds of $5O5,0OO due in annuat installmenLs rangnll
from SIO,OOO to $4O,0OO through Juty 1, 2O2A; bearing interesr
at rates rangng from 4.36% to 5.31% (4.5O% at June 30, 2011)

2OO4 general odigation bonds of $545.OOO due in annuat insta rEnts rangng
from $1O,0OO to $35,OOO through July 1, 2028; bearing iitercsi
rates rangng from 4.36% to 5.31% (4.5O% at June 30, 2011)

144,000

310,OOO

705,000

575,O00

270,OOO

600,000

405,OOO

435,000
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I. LoNGIERM LTAB|UnES (CONTTNUED)

D€scrlption
outstandlng

Amouot

2OO4 general obligatjon bonds of II"OOO,OOO due in annual installments ranerng 82O,OOO
from $20,000 to $75,0OO through July l- 2O2a; bearing interest
at rates ranEtrng from 4.36% to 5.31% (4.50p,6 at June 30, 2011)

2OO4 general ot igation bonds of $5O5,OOO due in annual installments rangnS 18O,OOO
fto.n $4O,0OO to 965,000 rnrough July l" 2014; bearing intered
at rates rangingfrorn 4.36i96 to 4.73% (4.5096 atJune 30, 2011)

2OOO gene.al obligation bonds of $85O,OOO due in annual insbllments ran€ling 145,OOO
from $1OO,0OO to $145,0OO through Juy i" 2Oi2; bearing intered
at rates rangng from 1.53438% to 7-0@,6 (l-53434% at June 30, 2011)

2006 general obligatjon bonds of $355,0OO due in annual installments ranging 315,OOO
from $5,OOO to $25,000 through July 1, 2O3O; beadng interest
at rates rangng fiom 4.36% to 5,31% (4.5O% at June 30, 2011)

2006 general ouigation note of $1"775,0OO due in annual installments clngng 605,000
from $2@,OOO to $315,OOO through July l- 206; bearing interest
at rates Engng from l-5343896 to 7.5096 (l-53434% at June 30, 2Oa1)

2007 geneEl ouigation note of $71O,0OO due in annual installmeflts Enging from 35O,0OO
$aO,OOO to $125,0OO mrough July 1, 2014; beanng imerest at rates rangngfrom
1.53/L3t)% to 7.5O% (1.&3438% at June 30, 2011)

ZX)8 geneElouigation note of $185O,OOO due in annual irEtallments €ngng 1"71O,OOO
frorn $45,OOO ro $175,mO through July 1, 2O2A; bearing interest
at rates rangng from l-5.34:)896 to 7.5096 (r-53434% at June 30, 2011)

m1O geneEl obli8Ftion bondrs of $9,4O5,OOO due in annual installments ran8lnei 9,12O,OOO
from $*i5,O00 to $7a5,OOO rhrough July 1, 2034; bearing interest
at rates l8ngng from 6.0096 to 7.50%.

2011special ouigaton bonds of $4,53O,OOO due in annual irEtallments rangng 4,/t3O,mO
from $1m,fin to $415,OOO through July l. 2O3O; berring irltel€s:t
at rates rangng from 6.00% to 7.5O%.

2012 general obligation bonds of $3,255,OOO due in annual installments Enging 3,255,0OO
from $/+5,OOO to 

'27O,0OO 

through July 1, 2036; bearing interest
at rates rangng from 6.00% to 7.5096.

2012 general obligation bonds of $1O4O,OOO due in annual installments rangng I"O4O,OOO
ftom $15,000 to $9O,OOO through July i- 2036; be.ring interesl
at rates rangingfrom 6.0096 to 7.5O%.
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Descrlption
Outstanding

Amount

2012 special obligation bonds of $2,556,000 due in annual installments ranging
from $10O,0O0 to $271,OOO through July 1, 2026; bearing interest
at rates ranElng from 6.00% to 7.5O%.

2ol2 Seneral ouigation note of $I-58O,OOO due in annual installments ranging
from $175,0OO to $275,OOO $rough July i. 2Of; bearing irterest
at rates rangng ftorn 6.0096 to 7.5O%.

2012 general ob{igation note of $2,370,0OO due in annual inslrllments 6ngng
from $27O,0OO to $42O,0OO through July 1, 2018; beanng interest
at rates ranging from 6.00% to 7.5O%.

Total

Annual debt seMce requirements to maturity for bonds payable are as follov/s:

2,556,000

1,5AO,OOO

2.370.Om

$35,5erc00

Y6r EndlnC
June 30.

20L3
20L4
2oj5
2016
2oL7
20L&2022
2A!2o27
N&2o32
203?2@7

Total

l- Prop€rty Taxes Debts
Department and to the
described in Note 7.

Pdncl6l

$ 233a,OOO
2,357,@O
2,O51,OOO
1,767,000
1,827,OOO
7,270,@O
a,146,000
6,040,ooo
3-765.OOO

s 35-561^0@

EterEt

$ 1,765,007
1,992,615
1,995,196
1,900,176
1,805,O18
7,i135,459
5,107,665
2,455,61

566.434

$25-0232it5

These amounts represents the balance owed to the Treasury
Municipal Revenue Collection Center ("CRlM") at June 30, 2012 as
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1:}. LONGIERM LtABtLmES (CONnNUED)

Ye6r Eldln€l
lune 3().

2013

2014

2015

2016

2047
Amount Representing
interest
Total minlmum paymants
requlred

2.

3.

Compensted abences.The government-wide statemeni of net assets includes
approximately $2,276,812 of accrued sick leave benefits, and approximatety $1,549,206
of accrued vacauon benefits, and approximately $326,599 for compensatory leave benefits,
reprqsenungthe Municipality's commifnent to fund such costs from future operations,

Operating leases.The Municipality is obligated under certain leases accounted for as
operating leases. Operating leases do not give rise to property rights or lease obligations,
and therefore the results of the lease agreements are not reflected in the Municipality,s
financial statements.

The following is a schedule by years of future minimum rental payments under operating
leases that have initial or remaining non-cancelable lease terms in excess of one vear as of
June 30,2O12i

Govemmental
Activiti.'3

$ 72,A!2

37,199

25,344

12,984

3,250

t7.742\

$14:1851
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1:1. LoNGIERM LtABtLmES (COMANUED)

4. Christmas Bonus. represents the_accJued portion corresponding to fiscal year 2011_2012of the Christmas bonus to be paid in Dece mbet 2O:r2_

5. Claims ald-Judgments - represent the-Jinal setflement of tegal cases paid subsequent toJune 30, 2012. The awarded amount ryi be paiO wittr unrestfueO tunOs.

5. Payable to cRrM, property tax adyances - represent amount .eported by cRrM onpreliminary setflement of excess of advances over actual collections of propertytaxes.

7. ?ep:t-mel-ot tsbor Repayment ptan_ This amount retatE to an unemptoyment insurancedebt The Municipatity agrees to repay the total ot $22f,83O inciuaing 
-interests, 

Oy anagreement signed in June, 2O1O. ln this agreement the Municipality accepted the debt forthe total of- $297,336 and requests.a. patment plan to tiquidate i'he debt in 36 monthtypayments. As of.rune 30, 2012, the debt balance amounted to $90,612.

8. Lndfill closure and post-clo6ure costs _See Note 15.

I4.PENSION PLAN

IT,-^a:!IL"": *Sirement Syst€m of the Commonweatth and its tnstrumentarities (the
Kertrement S)6tem) is a cost€haring multiple defined benefrt pension plan sponsored by, andreported as a component unit ofthe Commonweafth of puerto Rico. Att regutar emptoyees otthe.Municipality under 55 years of age at the A"te ot 

"mptoym"ni;;;ome 
members of theRetirement S)/)stem as a conditjon to their employmenl

The Retirement S),stem providas retirement, death and disability benefrts puasuant to legslationenacted by the Government of puerto Rico,s legislature. Disability reiirement benefiS areavailable to members for occupational and nonociupational disabilit'ies

Retirement benefits depend upon age at retirement and the number of years of creditableservice. Benefrts vest after ten yeaE of plan participation_

MembeIS who have attained 55 ),eals of age and have completed at least 25 years of cred ita bleservice or members who have attained 58 yeaas of age and have completed ten years Ofcreditable servlc€ are entiUed to an annual benefrt palnadle monthly for life.
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14. PENSTON PLAN (C0|fiNUED)

The amount ofthe annuity shall be one and onehalf percent ofthe average compensation, as
defined, muttiplied by the number of years of creditable service up to twenty yea6, plus two
percent of the average compensation, as defined, muttiplied by the number of years of
creditable service in excqss of 20 )€ars, ln no case willthe annuity be less than g2OO per month.

Participants who have completed at least 30 years of creditable service are entitled to receive
the Merit Annuity. Participants who have not attained 55 yeals of age will receive 65 percent
of the average compensauon, as defined; othenf,ise they will receive 75 percent of the average
compensation, as defined. No benefits are payable if the participant receives a refund of
his/her accumulated contributions.

Commonwealth legislation requires employees to contribute 5.775%for the first $55O oftheir
monlhly gross salary and 8-275% fot the excess over $ 55O of monthly gross salary. The
Municipality is required by the same statute to contribute 9-275% ot the participant,s gross
salary.

On September 24, 1999, an amendment to Act No. rt47 of May 15, 1951, which created the
Retirement System, was enacted with the purpose of establishing a new pension progftim
(System 2000), Employee's pafticipation in the curreni system as of December 31, 1999, may
elect to stay in the defined benefit plan o. transfer to the new program. persons joining the
Municipality on or aftet January 1,2OOO, will only be allowed to become members of System
2OOO. System 2OOO will reduce the retirement age from 65 years to 60 for those employees
whojoined the current plan on or after April 1, 1990.

System 20OO is a hybrid detined contribution plan, also known as a cash balance plan. Under
this new plar, there will be a poolof pension assets, which will be invested by ERS together with
those ofthe cunent defined benefrt plan. The Commonweatth of puerto Rico will not guarantee
benefits at retirement age. The annuity will be based on a formula which assumes that each
year the employee's contdbution (with a minimum of 8.275% to the employee's salary up to a
maximum of 10%) will be invested in an account which will either: (1) earn a fixed rate based
on the two-year Constant Maturity Treasury Note or, (2) eam a rate equal to 75% of the return
of the ERS'S investment portfolio (net of management fees), or (3) earn a combination of both
alternatives.

lf at the time of retirement acrumulated benefits amount to $1O,0OO or less may elect to
receive a lump sum dist bution up to the accumulated benefits. Under the new program the
retirement age is reduced from 65 to 60 for thGe employees whojoined the current plan on or
afterApril 1, 1990.
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14. PEIiISION PLAN (@ TNUED)

_ Fun tingPoltq

The authority under which the funding policy and the obligations to contibute to the ERS and
System 2OOO by the plans' members, employeB and other contributing entities (state and

- municipal contributions), are establbhed or may be amended by law.

_ Contribution requirements are established by law and are as follows:

Municipality 9.275% of gro6s salary
Emplo)€es:

- Hired on or before March 31, 1990 5-775% of gro€s salary upto $6,600
8.275% of gross salary over $6,600

_ 
,n* on or before April 1, 1990 8.275% of gross salary

Annual @n lbt tlon

_ The Municipality contributions during tho6e years are recognized as total pension
expenditures/expenses in the category of administration as follows:

_ Flscal v€ar Law No, rg7 Svrilem 2d)O

2{.12 $ 429,746 $ 342,9/+9

2o1l $ 408,78a $ 299,129
- zoto $ 439,951 $ 295,313

These amounts represented the 1OO% of the required contribution for the conesponding year.
- Additionally, changes made in the types and amounts of benefrts offered by special laws and

cost of living adjustments, led to a one-tine recommended contribution to fund the retroactive

_ adjustment related to the changes.

Additional information on the Retirement System is provided in its financial statemenis for the
year ended June 30,2072, a copy of which can be obtained fmm the Retirement S),stem,

- Minillas Station, PO Box 42OO3, San Juan, PR OO94G2OO3.
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,.5. LANDFILL CLOSURE AND POSTCLOSURE CARE @STS OBLIGANONS

State and federal laws and regulations require the Municipality to place a final cover on its
landfill sites and perform cerlain maintenance and monitoringfunctions at the landfills sites for
a minimum of thirty (3O) years after closure. Afthough closure and postclosure care costs will
be paid only near or after the date that the landfill stops accepting waste, the Municipality
reports a portion of these closure and postclosure care costs as an opeft ing expense in each
period based on landfillcapacity used asofeach balance sheet date. The $ 5,128,275 repotted
as landfill postclosure care liability at June 30, 2012, represents the cumulative amount
reported to date based on the use of 25 percent of the estimated capacity of the landfill. The
Municipality will recognize the remaining estimated cost of closure and postclosure care of $
9,928,125 as the remaining estimated capacity is filled. These amounts are based on what it
would cost to perform all postclosure care in 2012. The Municipality expects to close the landfill
in 2042. Actual costs may be higher due to inflation, changes in technoloA/, or changes in
regulations.

The Municipality has reserved $14,507 as ofJune 30, 2012 to financ€ future closure and post
clcure care costs of this solid waste landfill. This reserve has been created by legislation.
However, if the reserve is inadecuate or additional postclosure care requirements are
determined (due to changes in technolog/ or applicable laws or regulations, for example), these
costs may need to be covered by charges to future landfill users or from future tax revenues.

The Municipality discontinued the operation and ceased to acceptsolid waste in one of its two
landfills in 1994. Since the Municipality has no legalclaim overthe property, final responsibility
for the site has not be€n established and no amount of closure and postclosure care costs for
this site was accrued.
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OOMMONWEALI}I OF PUERTO RICO
AT,IONOMOIJS MU IOPAUTY OF CABO ROJO

M)rES TO BAS|C F|NANSAL STATEMENTS (@r{nNUED)

YEAR ENDED ]UNE 30, 2012

17.RISX MANAGEMENT

The Property Division of the Municipality is responsible of assuring that the Municipality's
property is properly insured. Annually, the Property Divislon compiles the information of all
property owned and its respectjve market value. After evaluatingthis information, the Property
Division submits the data regarding the Municipality's properties to the Public lnsutance
Depaftment at the Department of the Treasury of the Commonweahh of Puerto Rico who is
responsible for purchasing all property and casualty insuEnc€ policies of all municipalities.
Settled claims have not exceeded commercial coverage in any of the past three (3)fiscal years,

,4. @MMITMENTS AND CONNNGENCIES

A. FederalGrants:

The Municipality participates in a number of federal financial assistance programs funded by
the Federal Government Afthough the Municipality's grant programs have been audited in
accordance with the provisions of the Single Audit Act of 1996, throueh June 30, 2012, these
programs are still subject to financial and compliance audits by the granting agencies and the
resolution of previously identified questioned costs. The amount, if any, of expenditures which
may be disallowed by such audits cannot be determined atthistime, ahhough the Municipality
management expecG such amounts, if any, not to be material.

B. Claims and lawsuits:

The Municipality is a defendant in a number of lawsuits arising principally from claims against
the Municipalityfor alleged improper actions, and other legal matteE that arise in the ordinary
course of the Municipality's activities.

With respect to pending and threatened litigation, the Municipality has €poned liabilities ol
approximately $69,214 fo, awarded or anticipated u nfuvora ble j udgments in the Government-
Wide financial statements. This amount was included in the financial statements and
represents the amount estimated as a probable liability or a liability with a fixed or expected
due date, which will require future available financial resourc€s for its payment.

h is managemenfs opinion, based on the advic€ ofthe legal counsel, that the potential claims
against the Municipality not covered by insuranc€ vvill not materially affect the financial
resources for its payment.

C. Construc,tion:

The Municipality has commitments at June 30, 2O!2 of app'oximately $2.6 millions for
construction, improvements or renovations of certain municipal facilties.
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COMMONWEALIH OF PUERTO RI@
AUTONOMOT'S MUNICIPALITY OF CABO ROJO

NOIES TO BASIC FINANCIAL STA'IEMENTS (CONNNUED)

YEAR ENDED JUNE 30, 2012

18. @IVTMTIUENTS AND CONnNGENCTE; (CONnNUED)

- D. (Nher commitments:

AtJune 30,2012 the generalfund had commitments of approximately $500,533 for executory

_ purchase ordeG or contracts that will be honored duringthe subsequentyear.

19.FUIURE ADOMON OF ACOOUNNNG PRONOUNCEMENTS

The GASB has issued the following statements that have effective dates after June 30, 2012:

- a. GASB Statement No. 61, Ihe Financial Repoftin4 Entity: Omniblts - an Amendment of
GASB Statements No, 74 and No- 34.The requirements ofthis statement are effective for
periods beginningaftet June L5, 2072.

b. GASB Statement No- 63, Financial Repo,tin{ Deferred Outflows of RefiurcEs, Defefied
lnflo&s of Resouroes and Net Positrbn. The requirements of this statement are effective

_ forthe flscalyear commencing on December 15, 2011.

c. GASB Statement No. 65, lterns Prcviously Reported as Assets and L,bb,lit'es). The

- requiremenis of this statement are effective for periods beginning after December 15,
2012.

- d. GASB Statement No. 66, Iechnical corections-2o72 - an anendment of GASB
Statements No- 70 and No.62. The requirements of this statement are effective for
periods beginning after December 15, 2012.

e. GASB Statement No. 67, Firancia, Repottin{ for Pension Plans-an amendment of GASB
Statement No. 25. The requirements of this statement are effective for periods beginning

- afterjune 15,2013.

f. GASB Statement No. 68 Accounting a N Financial Repofting, for Pensions-an amendment
of GASB Statement No. 27. The requirements of this statement are effective for periods
beginning afterJune 15, 2014.

- The impact of these slatements on the Municipality's basic financial statements has not yet
been determined.
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COMMONWEALTH OF PUERTO RI@
AI,TONOMOI,S MUNICIPAUTY OF CABO ROJO

BUDGETARY COMPARISON SCHEDULE- GENERAL FUND
(SEE NOIES TO BUDGETARY @MPARISON SCHEDULE)

YEAR ENDED JUNE 30, 2012

Buddsted Amountr
Orignal Final

(Budgt tary Ba*s)
(s€e ota 1)

Fhal Budget

(tlegEtive)

REVEU'EB

Municipal lbens€ tar
Municipal use and sal6 tax
lnte€ovemmental
Fee6, fines and cnaEes tor s€wices
lnte{€st
Other

Totrl r*nue3' indudlrEl budgrt canyolEr
EXPEI.DIIUR&

Geneial govemment

Public $'oaks and sanitation
He6lth
Culture and redeation
Welfale and comnunity devebprnent
Education

Total expenditues
OIDER ExrrcoG SqNCE (E€S}

TlarBfer in

ToEl other nnardng aouraB (us€s}

$ 7342,2* $ 7,342,25A
2,700,mo 2.700,000
2,5m,OOO 2,5m,OOO
5,1ffi425 5,50O,5O5
z925,W 2,925.OOO
600,000 600,000

1-000.000 ].mo.om
22-253.643 22.567.74

6,916,579 7 ,494,40
2,410,625 2,550,041
4,173,434 A,272.O73-
900,764 900,76a

1so7,575 1"499,630
i-899,702 1-975,543

35-OOO 35-OOO

22.243.83 22-727-153

, 159.390
10.ooo

110.0@) 159.390

$ 734225a
2,401.295
1,995,816
5.304,454
2,300,269

363,341
746.324

20-45A-257

7,597,732
2,473,270
4,061-227

am,4a9
1,182,907
1-900,719

30.960

22.047-244

159,390

$-
(298,7O5)
(5O4,1a4)
(L92,O51)

1624137)
(236,159)
{253-676)

(2.109-5061

(103,612)
76,831

2ao,7a4
100,279
3a6,723
74,864
4.040

679.909

159.390
E(C€SS (DEFC|E{C') OF hEyEit €S OICR C,NO€R)

EIPEX')I'IURES, ENCI ERAI'CEi AI{D OIIIER

Erphnation odDlffeGnc€Aetueeo Budgetary I o*s arrd Outnows and GAAP ReEnues atld Erreflditur.s:
Sourc€/irfos of rlsourE s:
Ac1ual amounts (budgetary balris)'ataibble lor approprirtirn- from the budgetary comparison schedute
Difierence+budget to GAAP

Long term debt issued, net of bol|d issuance c6ts
IvorFbudgeted trarder in
Revenues Ecorded in tlE accrual b6sis tor tmncial reponi€ pupoees bul not in cllrent year budget

Total reEnu.3 ard otior fiEncing sources as |€9o.ted 03| t E state|rrent oI ,el€riuc6, crpcr|dituq and
changia h fund t6lances

l,,s€s/ouiiows ol.rEourcs;
Actual amounts (budgetary basis)"toEl chargies to appropriatiorE from the budgetary compadson schedule

Difi erencegoudger to GAAP
E{penditur€s recoded in tn€ accrual basis for finaocbl repodin€ purposes, ahe fimncang
Sources uiere not included in the Cllrrent }€ar h,}dget
Non+udpted trafister out
Pri, ),€ar encumbranc€s reco{ded as curent year expenditures lor GAAP b6!is
ornent year efiaumbrances recorded as e&enditures Ior budSetary puaGes

fot l eloe.lditrres and oher fimlloin6 l,3€3 a rcpo.ted oo thc 6tat nr€nt ol reEnua6r erpenditureq and
chanEFs ln fund bolancea

!l!129.i97)

$20'617,647

3,s80,467
447,2@
513.026

$151983:19

$ 22,047.244

3376,964
224,624
15r.299

t500-5331

$25.:199.001
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@MMONWEALI}I OF PUERTO RI@
AT,TONOMOI,IS MUNICIPAUTY OF CABO ROJO

NOIES TO BUDGETARY COMPARISON SCHEDULE- GEI{ERAL FUiID

YEAR ENDED JUNE 30, 2012

1. SIEWARDSHIP, @MPLIANCE AND AC@UNTABILITY

A. Bud(etarY Control

The Municipality's annual budget is prepared on the budgetary basis ofaccounting which
is not in accordance with USGMP, and represents departmental appropriations
recommended by the Mayor and approved by the Municipal Legislature prior to the
beginning of the fiscal year. Amendments to the budget require the approval of the
Municipal Legislature. Transfers of appropriations within the budget, known as Mayor's
Resolutions, do not require the approval ofthe Municipal Legislature.

The Municipality prepares its annual budget includingthe operations of the generalfund.
For budgetary purposes, encumbrarnce acmunting is used. The encumbranc€s (i.e,,
purchase orders, contracts) are considered expenditures when incurred. For USGMP
reporting purposes, encumbGnces outstanding at year€nd are reported as reservations
of fund balances and do not constitute expenditures or liabilities because the
commitments will be honored duringthe sub6equentyear.

The unencumbered balance otany appropriation atthe end ofthe fiscal year will lapse at
the end of such fiscalyear. Other appropriations, mainly capital project appropriations, are
continuing accounts for which the Municipal Legislature has authorized that an unspent
balance from the prioryear be carried foMard and made available for current spending.

The annual budget as presented in the Budgetary Comparison Scheduleceneral Fund is
the budget ordinance at June 30, 2012 representing orignal budgel There were no
supplemental appropriations forthe year ended lune 30, 2012.
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GouzAmz Toonus & Co., PSC
Certified Public Accountants and Consultans
Membe6 of:AICPA. PR Society ofCPA and Associa on ol Ceftined Fraud Examiners

INDf,PENDDI{.T AI'DITOR'S REPORT ON INTf,RNAL CONTROL OVER FINAITICIAL
REPORTING AND ON COMP1IANCE ANI} OTEER MATTERS BASf,D ON AN AI'DIT OF

FINANCfAL STATEMENTS PERFORMED IN ACCORDANCE WTTE @YERNI'TENT
AADTTING STANDATDS

The Honorable Mayor, Members ofthe
Municipal Legislature and People of
the Municipality of Cabo Rojo
Cabo Rojo, Puerto Rico

We have audited the flnancial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Commonwealth of Puerto Rico,
Municipality of C€bo Rojo, as ot and for the year ended June 30, 2012, which collectively
comprise the Municipality's baslc financial statements and have issued our repon thereon
dated March 75,2Of3. We conducted our audit in a@ordance with auditing standards
generally accepted in the United States of America and the standards applicable to tinancial
audits contained in GovernmentAuditing,Standards, issued by the Comptroller Generalofthe
United States.

lntemal Control Over Financial ReoortinE

Management of the Municipality is responsible for establishing and maintaining effective
internal @ntrol over financial reporting In planning and performing our audit, we considered
the Municipality's intenal control over financial reportingas a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but not for
the pu rpose of expressing an opin ion on the effectiven ess of the M un icipa lity's internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Municipality's internal control over finandal reporting

A deficiency in intemat control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A mateial weakness is a
deficiency, or a combinauon ofdeficiencies, in internal control such thatthere is a reasonable
possibility that a material misstatement of the entity's financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of intemal control over financial reporting was for the limited purpose
described in the first pa ragra ph of th is section a nd was not designed to identify a ll deficiencies
in internal control over financial reportingthat might be deficiencies, signmcant deJiciencies,
or materialweaknesses. We did not identiry any deficiencies in internal control overfinancial
reporting that we mnsider to be material weaknesses, as defined previously.

Rio Pi€d6 Heigirr Cdle Tinio # 1733, San Jua& PR, 00926-3252
TeL OaT306-777t Fu(784625-9801. Emril:jEoalr],.2@cpa-.M



INDEPEITIDENI AI'DITOR'S R.EPORT ON INTERNAI, CONTROL OVER FINAI\ICIAL
REPORTING AND ON COMPLIANCE AND OTIIER MATTERS BASED ON AN AI]DIT OF

FINANCIAL STATEMEI{TS PERFORMED IN ACCORDANCE WTTE GOWRNMENT
A I]DNING SI'ANDA RDS (CONTINUED)

Compliance and Oth6r MetteE

As part of obtaining reasonable assurance about whether the Municipality's financial
statements are free of material misstatement we performed tests of its clmpliance with
certain provisions of laws, regulations, contracts, and grant agreements, nonclmpliance with
which could have a direct and material effect on the determination of flnancial statement
amounts. Howeve( providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instanc€s of noncompliance or other matters that are required to be
reported under Government Atfriting Standads.

This report is intended solelyfor the information and use of management of the Municipality
of Cabo Rojo and others within the entity, and federal and state awarding agencies and pass-
through entities, and is not intended to be and should not be used byanyone otherthan these
specified parties.

San Juan, Puerto Rico
March 15, 2013

License 96
Expires December 1, 2014

The stamp number 2672862
was affixed to the original reporL trs
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GoNzArEz Tooous & Co.,PSC
Certified Public Accountants and Consultans
Members of:AlcPA. PR Socieiy of cPA and Asso.iaiion ol cenilied Fraud Examiners

IIYIIEPEIIDENT AIJDITOR'S REPORT ON COMPLIANCE WITH RDQIJIRf,MENTS
APPLICABI,E TO EACE MAJOR PROGRAM AND ON INTERNAL CONTROL OVf,R

COMPLIANCE IN ACCORDANCE WTTE OMB CIRCI'I-AR A-r33

The Hono!-able Mayor, Members of the
Municip6l Legislature and People of
the Municipality of Cabo Rojo
Cabo Ro.io, Puerto Rico

Complhnce

We have audited Municipality of Cabo Rojo's compliance with lhe types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that coutd have a direct and material
effect on each of N,lunicipality of Cabo Ro.io's major federal programs for the year ended .lune 30,
2012. Municipality of Cabo Rojo's major federal programs are identified in the summary of auditor's
resuhs section of the accompanying schedule olfindings and questioned clsts. Comdiance with the
requirements of laws, regulations, contracts, and grants applicable to each of its major federal
programs is the responsibility of luunicipality of Cabo Rojo's management. Our responsibility is to
express an opinion on Municipality of Cabo Rojo's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United Stat6 of America; the standards applicable to financial audits contained in Gove.nment
Auditing Standards, issued by the Comptroller GeneEl of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profrt Organizations. Tho6e sta ndards and OM B Circu lar
4133 require that we plan and perform the audit to obtain reasonable asgurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining on a test basis,
evidence about Municipality of Cabo Rojo's compliance with those requirements and performing such
other procedures as we clnsidered necessary in the circumstances. We believe that our a ud it provides
a reasonable basis for our opinion. Ourauditdoes not provide a legal determination of lvlunicipality of
Cabo Rojo's compliance with those requirements.

ln our opinion, Municipality of cabo Ro.io complied, in all material respects, with the clmpliance
requirements refered to above that could have a direct and material effect on each of its major federa I

programs for the year ended June 30, 2012. However, the results of ou. auditing procedu.es disclosed
instances of noncompliance with those requirements, which are requiredto be aeported in accordance
with OMB Circular A-133 and which are described in the accompanying schedule of findings and
questioned costs as item Finding 2012{1.

lntomal Cont ol O/er Compllance

Management of Municipality of Cabo Rojo is responsible for establishing and maintaining effective
internal contol over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. ln planning and performing our audit, we conside.ed Municipality of
Cabo Roio's intemal cootrol over compliance with the rcquirements that could have a direct and
material effect on a major federal program to determine the audrung procedurE for the purpose of
expressing our opinion on compliance and to test and report on intemal control over compliance in
accordance witi OMB Circular A-133, but not for the purpose of expressing an opinion on the

Rio Picd6 Heishrs, Cdle Tinto # I 733, San ,ur! P& m926-3252
Tel. (187')306nn Fax (?8, 625-9E01, Emil: j8onzlcz-@cpecom



INIIEPENDENT AIJDTTOR'S REPORT ON COMPLIANCE WTTE REQUIREMENTS
APPLICABLE T0 EACII MAJOR PROGRAM AIYD ON INTERNAL CONIROL OVER

COMPIIANCE IN ACCORDANCE WTIE OMB CIRCTTLAR A-T33 (CONTINTTED)

effectiveness of internal control over compliance. Acrcordingly, we do not express an opinion on the
effectiveness of Municipality of Cabo Rojo,s intehalcontrol over compliance.

A deficiency in internal control over compliance ex:sts when the design or operation ofa control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal progrdm on a timely basis. A material weakness in internal cutrol over
compliance is a deficiency, or combination of deficieocies, in intemal control over compliance, such
that there is a reasonable possibility that material noncomptiance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.

our consideration of internal control over comptiance was for the limited pu.pose described in the first
paragraph of this section and was not designed to identiry all deficiencies in intemal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses_ We did not
identiry any deficiencies in internal control over clmpliance that we consider to be material
weaknesses, as defined above. However, we identified certain deficiencies in intemal control over
compliance that we clnsiderto be significant deJiciencies as described in the accompanyingschedule
offindings and questioned costs as iterns Finding2O12O1. A significant deficiency in -intemat@ntrol
over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance
with a type of compliance requirement of a federal program that is less severe than a mate al
weakness in intemal control over compliance, yet impo(ant enough to merit attention by those
charged with governance.

Municipality of Cabo Rojo's response to the findings identmed in our audit are described in the
accompanying schedule of findings and questioned costs, We did not audh Municipality of Cabo Rojo,s
response and, accordingly, we express no opinion on the response.

Ihis report is intended for the information and use of management, others within the organization and
federal awa.ding agencies and pass-through entrues and b not intended to be and should not be used
by anyone other than these specified parties.

// 1.
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Expires Oecember i- 2014

San Juan, Pueno Rico
March 15, 2013

The stamp number 2672863
was affixed to the original report.
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@MMOI.l}ryEAL'ft OF PUERTO RI@
MUNIOPAI.ITY OF C{BO ROJO

SC+IEDUI.E OF B@ENDMJRES OF FEDERALAWARDS
YEAR ENDED JUNE 30, 2012

U.S. Oepartmeat Of Atriculturo
Child And Adltt Gre Food Progam Pas through [bpartrnent Of Edu.ation

IoEl u,s tbpatuieft q Nid.tturc
U.s. D6panm€nt Of Housing And Urban D€v€toDm.nt

OommuniU Dev€lopdtent 8lock Gra.t-Enridemenr &EnE
Oommunity Oewlopment Block Grant{ocowry Entideme.tGranrs

Seccion a Housing choic€ vouchers
Honeles6.eEs PreEnrion Ard Rapid Re+lousing Progam

,otal U.S Lbpa.t Dent Crf tk' r6ine And UrDan Evelopnent
U.S. D.panm.nt Of Justlce

Edulard Byr.e Memorial ludjce Assistane Grad Rogr.m GBrAG) Pals rhroudh

Cornmomealb Of Iterto Ri@-Deparrrne.t Of lu$ic
Iobl u.s, lbpatu/iefit (, ,/|E,ic

u.S. D.parim.nt Of En.16/
Ener6, Emcaen.t And Oonservaljon Elock Grant Roerarn

lotat U.s IbparEE (xtftr*l
U.S- Dopartment Ot Healia and Human Services

spedal Programs For A8ing - Tlde lll, Pat B - G.ant For Suppontve Service€ And

Senior @nter Pas Through OomrcnEalln Of Puerto Fi@ - Gove.nors Omce

(Elde.ly Ofrce)
Olild Gre And DeElopment Block Grant P.ss Through lhe Commo.x/eallh Of

Puerto Raco - Family Deoartnent

Idal u.S. oepatuieft Ol lieatn ard lrurri€n Serr'ces

U.S. O.Dartmsnt Of Hom.l.nd Sscurlty

Homaland Seorrity Grant Program Pass lhrou8n Omce For Oomestic Preparedness
Homeland SeGrriU Grad ftogam (Ope6tion $onegard€n) Pas-Ihrough Govemo6
omce @mce of Ftb{ac s,afeV rfri ls)

Iotr, U-S Deparrnent of tiorclan l *dtw
Tot l

CFDA TOTAL FEOEML

NUMBER D(PENDITURE

PER PROGRAM

4s !_______119e.
17,063

L4.214 
',76200314.253 18110

14.471 5@,375
L4'47 

----!@zrt@,780

6e ------jgEg
5S.63a

ar-r28 204@s

204,64

93044 77,544r

Bt5 
----lsf!l2€62a4

97.67 t7l

97.067 97,4Sa

97,629

$ 3,0q4i)2
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@MMONIA'EALIH OF R,,ERTO RI@
MUNIOPAUTY OF CABO ROJO

NorES To ScflEDUl.r OF ExpEflD[uREs OF FEoEML Ayv RD6

YEAR ENoED JUNE 30, 2Ol2

I- GENEML

The accompa nying Sched ule of Expenditu res of Federa I Awards presents the federal gra nt
activity of the Municipality of Cabo Rojo of the bmmonwealth of Puerto Rico. The
Municipality of Cabo Rojo reporting entity is defined in Note 1to the Municipality's basic
financial statements.

2. BASTS OF ACCO( NnNG

The acclmpa nying Sched ule of Expenditu res of Federa I Awards presents the federal gra nt
activity of Municipality of Cabo Rojo and is presented on the modmed accrual basis of
acclunting. The basis of accounting is the same used to prepare the fund financial
statements. The information of this schedule is presented in accordanc€ with the
requirements of the OMB Circular A-133, Audit of State, Local Govemments, and Non-
profft Organizations, Thererore, some amounts presented in this schedule may differ from
amounts presented in or us€d in the preparations of the basic financial statemenls.

3. FEDERAL CfDA NUMBM

The CFDA number included in this schedule are determined based on the program name,
review of grant contract information and the Office of Management and Budget's
Catalogue of Federal Assistance,
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@MMOT{TVEALIH OF R'ERTO RI@
MUNUPALITY OF CTBO ROJO

SotEDu.E OF FNDhtcs AND QuEsno{ED Co$s
YEAR ENDo JUI{E 30, 2012

So.flo.l I - Summery of ArdltoG' Re$lts

E encbl fuarrerrts

Type of audito6' report issued: Urlquamed

lntemal coflbol over fnancial reportinS:

Material we6kness identilled?

Signmcart deficiencies identilied not co.rsidered to be
material weaknesses?

Noncompliance matedal to financial statements noted?

kd.ad e*erds

lntemal Control oler nlaior programs:

Material reakness identified?

Significant deficieocies identfied not considered to be
matedal weaknesses?

Yes_ No_-L

Yes_ No_L

Yes_ No_L

Yes_ No _I-

Yes_ No __I_
Type of auditors' repon issued on compliance for major programs: Unqualified

Any audit findings disc.lo6ed that are required to be reported in
accordance with Circular +1:Xl, Section .51qaP

kbrffi/,dnfupr,,'en
Yes_.L No _

CfDA Number Name of Federal ruram or Gl,sler

Community Develop.nent Block Grant - Entitlernents Grants
L4.21A (S'tateArtministeredsmallcitiesProgram)

L4.248 Community DevelopfiEnt Elock Grail, Section 8 Lo6n Guarantee

Dollar threshold (,s€d to distinguish between Type A aM Type B
programs

Auditee qualmed as lowiisk alditee?

Waive risk criteia urder 52O (i) of Orcular 4.133?

*Or les6 amoum when ARRA funds were dbburs€d.

$300,000*

Yes _ No -L
No _L
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@M]I,IONWEALIH OF R,ERTo RI@
MUNrcIPAI.JTY Of CAEO Ro,O

Sd{EULE OF Ft nrcs Ar{D QuEsnotiED OosIs
\trn El{D@Ju{E 30, 2012

Secton ll - FimncblStatdnents Findings

NONE

Sestbn lll - Federal Award Flndlngs and Questbned Oosts

FTND|NG 20t2{1

Fed€Gl program:

CFDA 14.218 COMMTINITY DEVELOPMENT BLOCK
GRANTS/ENTITLEMENI GRANIS

Category

Compliance / lnternal control

@mplhnce rcquirBrneob

Reporting

Conditbn found

As part of our audit we perform a reporting tesl for the CDBG Program that consisted in
reviewing the Applicable reports and its timely submission to the corresponding agencies

For the period ended in June 30,2012 the Municipality does not have evidence of submbsion
for tiree of the four quarterly reports they should have submitted during the year.

qibria

According to A-133 Compliance Supplement the following reports must be submitted to the
tederal agency:

1. Fin cisl Reporting
d- Integoted Disbtsement and Infomation Systen (DIS) (OMB No. 2506-

0077) - GrlEtff,s may itrclude reports gercEred by IDIS as p6rt of their
annual performancc and evaluation rcport thal must be submitted for rhe
CDBG EotideEent Progiam 90 days after the end ofa grantee's program
year. AuditoN ar€ only expected to test information exhacted froD IDIS
h the folowiDg systsm-gercrated repofs:
(l) C04PR03 - Activity Suunary Repot
(2) C04PR26 - CDBG Finmcial Suamary
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@[,MO1iM'EALI}I OF ruERTO RI@
MUNICIPAIJTY OF CAEO ROJO

Sc{EDlr.-E OF F[,lDt csAND QrJBroilED @srs
Yan ENDoJTJT{E 30, 2012

2. PerformenceReporting
lllfD ffi02, Section 3 S m ary Repon, Economic Opportunities for law- and
Yery Law-Incorne Persons, (OMB No. 2529-0043) - For each gant over $200,000
that involves housing rchabilitatio4 housing consnuctio4 or other public
constsuction, the prime rEcipient must submit Form HUD 60002. (24 CFR
sectiors 135.3(a), 135.90, and 570.607).
Key LirE hems -
a" 3- Dollar Amoult ofAward
b. 8- Program Code
c. Part I, CotuDn C - Total Number ofNew Hircs that are Sec. 3 Residents
d- Part II, CooFacts Awarded, l. Construction Co*racts

O) A. Total dollar amormt ofconshuctioD contracts aurarded on the
ploject

(2) B- Total dollar amount ofcoDstuction contracts awaded to
Section 3 businesses

(3) D. Total number ofSection 3 businesses receiving construction
contracts

e. Pad II, Conhacts Awarde4 2. Notr-CoDstruction Contracts
(1) A. Total dollar arnouot of all uon-coastruction conuacts aweded

on the Eoject/activity
@ B. Total dollar amount ofnon-consEuction contracts au,arded to

Section 3 business€s
(3) D. Total number ofSection 3 businesses receiviog oon-

constuction contracts

Efis.t

The conditions, if not mnected, c,ould result in material noncompliance with laws and
regulations of the Program Requirements-

Qu€6fioned co6B

Undetemined

Recommendations

The Municipality should maintain in its reclrds evidence of all reports submissions to the
federal agencies.

Managoment R6ponse

See Conective Action Plan
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NONE


