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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and the
Munlcipal's Assembly Members
Munlcipality of Cataio
Cataio, Puerto Rico

I have audited the accompanying financial statements of the Governmental
Activities, each major fund and the aggregate remainlng rund info.mation of the
Munlclpality ol Cataio, Puerto Rico, as of and tor the year ended June 30,2011
which collectively comprise the Murlcipality of Catafro basic financial statements as
listed in the Table of Contents. These financial statements are the responsibility of
the Muolcipality's of Cataio ltlanagement. My responsibility is lo express an opinion
on these tinancial statements based on my audit,

Except as explained in the following paragraph, I conducted my audit in accordance
with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in the Government Auditing
Standards, issued by the Controller General of the United States. Those standards
require that lplan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial slatements. An audit also includes assessing the
accounting principles used and significant estimates made by managemenl, as well
as evaluating the overall financial statement presentation. I believe that my audit
provides a reasonable basis for my opinion.

The Municipality does not maintain adequate accounting records for recotding its
financial transactions. Although the accounting records currenfly used by the
Municipality contain substantially all financial events, such records do not provide
on a timeliness basis adequate financial repons. The effects on the general
purpose financial statements of this condition are not reasonably determinable.

ln my opinion, except tor the effect of such adjustments, if any, as might have been
determined to be necessary had I been able to satisfy myself as to th; adequacy of
the accounting records by other auditing procedures, as explained in the preceding
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paragraph, the statements referred to above present fairly, in all matedal respects,
the respective financial posi on of the governmentat aciivities, each mayor tuna
and the aggregate remaining fund intormation of the Municipality of Cataio, puerto
Rico, as of June 30, 2011, and the respective changes in fi;anc;l position and the
respective budgetary comparison for the General Fund and the Mayor Special
Revenue Fund for the year then ended in conformity with accountin; principles
generally accepted in the United States of America.

ln accordance with Government Auditing Standards, I have also issued my repon
dated March 27,2OL2 on my consideration of the Municipallty of Catafro internal
control ovet financial reporting and on my tests of its compliance with certain
provisions of laws, regulations, contracts, and grants, The purpose of that report is
to describe the scope ot our testing of internal control over financial reporting and
compliance and the resull of that t6ting, and not to provide an opinion on the
internal control over financial reporting or on compliance. That reporl is an integral
part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in assessing the resulG of my audit.

The accompanving Management,s Discussion and Analysis and the Eudgetary
Comparison Schedule are required part of the basic financi;l statements referred to
above but are supplementary informaflon required by accounting principles
generally accepted in the United States of America. I have applied certain timited
procedures, 

_which consisted principally of lnquires of management regarding the
methods of measurement and presentation of the requlred supllementary
information. However, I did not audit the information and expiess no oiinion on it.

My audit was conducted for the purpose of forming opinions on the financial
statements that collectively comptlse the Municlpality of Cataio financial
statements. The accompanying Schedule of Expendltures of Federal Awards is
presented for punoses of additional analysis as required by U,S. Office of
Management and Budget Circutar A-133, Audits of States, Local dovernments, and
Non-Profit Organizations, and is also not a required part of the basic financial
statements of the Mun:cipallty of Cataio. The Schedule of Expenditures of Federal
Awards has been subjected to the auditing procedures applied in the audit of the
basic financial statements and , in our opinion, is falrly stated, in all matertal

in relation to the basic financial statements taken

# 3305

tch 27,2OL2

Bayam6n, Puerto Rico
NOTE: Slamp No. 2639573 of the puerto Rico State
Accountants was affixed to the original of this repo(

Society of Certified Pubtic

PrJCfiIt)



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAfrO

MANAGEMENT S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2011

This discussion and analysis of the Municipatity of Cataio (the Municipality) financlal
performance provides an overview of the Municipality's financial activities tor the fiscal year
ended on June 30,2011. This Management Discussion and Anatysis (MD&A) should be read in
conjunction with the accompanying basic financial statements and the accompanying notes to
those financlal statements. Besides, lhis document includes comparative data with prior year as
this information was available for the liscal year ended on lune 30, 2010. This MD&A is
prepared in order to comply wlth such pronouncement and, among other purposes, to provide
the financial statements users with the following major intormation:

1. a broader basis in focusing important issues;

2. acknowledgement ot an overview of the Municipality's financial activities;

3. provides for an evaluation of its tinancial condition as o, the end of fiscal year 2O1G
2011compared with prior ygar results;

4. identification of uses of funds in the financi,ig of the Municipality's variety of activities
and;

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

FINANCIAL HIGHLIGHTS

The financial condition and results of operations as reflected in the financial statements
prepared for fiscal year 2011 constitute factual evidence of the Municipality's economic
strength by the end of such year. The following comments deserve speclal mention:

1. Total assets of the Municipality amounted to $155,381,414 which represents a decrease
of 1% compared lo prior fiscalyear.

2. At the end ot tiscal year 2011, total liabilities amounted to $85,401,269. Out of said
amouni, $59,506,493 corresponded to long-term liabitities of which $50,883,000
represented the outstanding balance ot bonds and notes issued. The Municipality
continued to meet all debt service requirements, most of which was paid from self
generated revenues.

3. Total net assets of the Municipality amounted to $69,980,145 which represents an
increase of 12% compared to prio. fiscal yeat.

4. Total revenues available for the financing of activities as reflected in the Statement of
Actlvities amounted to $49,001,267, derived from the foflowing sources: 9328,520 f]om
charges for services; $4,063,498 from operating grants and contributions; $705,937
from capital grants and contributions; and $43,903,312 from geneml revenues
available.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

MANAGEMENT'S DTSCUSSTON AND ANALYSTS - (CONTTNUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL HIGHLIGHTS (CONTINUED)

5. Total expenses incurred to affo.d the cost of all functions and programs as reflected in
the Statement of Activities amounted to $41,556,364, a decrease of 11% compared
with previous year.

6, As retlected in the Statement of Activities, the current fiscal year operations contributed
to an increase in the Net Assets figure by $7,444,906.

7. Asofthe close ofthe current fiscalyear, the Municipality's Governmental Funds reported
combined ending fund balances of $5,894,042.

8. ln the fund financial statements, the governmental activities revenue increased
$1,930,752 (or 4%), nevertheless governmental activities expenditures increased
$1,278,686 (or 2%).

9. As the end of the curlent fiscal year, the Municipality's general fund balarce amounted
to ($5,843,839) compared to a fund balance oI ($5,937,683) in the prior fiscal year.

1O.The actual General Fund budgetary activities resulted in an unfavorable balance of
($4,486,s33).

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The new approach used in the presentation ot the financial statements of the Municipality is
based on a government-wide view of such statements as well as a presentation of individual
funds behavior during fiscal year 2011. The combination oI these two perspectives provide the
user the opportunity to address significant questions concerning the content of said financial
statements, and provide the basis for a comparable analysis of future years performance. The
comparative analysis is a meanlngful and useful management tool for municipal management
in the decision making process.

Under the alorementioned approach, assets and liabilities are recognized using the accrual
basis of accounting which is slmilar to the method used by most private enterprises. This means
that current year's revenues and expenses are accounted for regardless of when cash is
receiYed or paid.

FINANCIAL STATEMENTS COMPONENTS

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

The Statement of Net Assets reflects information of the Municipality as a v/hole on a
consolidated basis and provides relevani information about its financial strength as reflected at
the end of the fiscal year.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

MANAGEMENT,S DISCUSSION AND ANALYSIS - (CONTINUED)
YEAR ENDED JUNE 30, 2011

USING THIS 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 maior individual funds. Both percpectives (goveinment-wide and
major fund) allow the user to address relevant questions, broaden a basis lor comparison (year
to year or government to government) and enhance the Municipality's accountability.

GOVERNMEMENT - WIDE FINANCIAL STATEMENTS

The Government-Wide Financial Statements are designed to provide users ot the financial
statements with a broad overview of the Municlpality'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. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the tinancial position of the
Municipality is improving or deteriorating,

The Statement of Activities presents intormation showing how the Municipality's net assets
changed during the most recent 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 Activities is focused on both
the gross and net cost of various activities, which are provided by the government's general tax
and other revenues. This is intended to summadze and simplify the user's analysis of cost of
various governmental services.

FUND FINANCIAL STATEMENTS

The Fund Financial Statements provide detailed information about the Municipality's most
significant funds, not the Municipality as a whole. The Municlpality has only one kind of fund
which is the governmental fund.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the Government Wide Financial Statements. Howevet, 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 liscal year. Such information is useful in evaluating the
Municipality's near term financial requirements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATAIiO
MANAGEMENT'S DISCUSSION AND ANALYSIS . (CONTINUED)

YEAR ENDED JUNE 30, 2011

FUND FINANCIAL SIATEMENTS (CONTINUED)

Because the focus of epvemmental funds is narrower than that of the government wide

financial statemenG, it is useful to compare the information presented for goveJnmental funds

with similar information presented for governmental activities ln the government wide financlal
statements. By doing so, users of the basic financial statements may better unde6tand the
longterm impact of the Municipality's near term financial decisions. Both of the Governmental

Fund Balance Sheet and ihe Governmental Fund Statement of Revenues, Expenditures and

Changes ln Fund Balances provide a reconciliation to facilitate this comparison between
governmental funds and govelnmental activities.

INFRASTRUCTURE ASSETS

Histolically, a government's lalgest group of assets (infrastructuteroads, bridges, underground
pipes [unless associated with a utillty], etc.) have not been reported nor deprecialed in
government financial statements. GASB 34 requires that these assets be valued and reported

within the Governmental column of the Government-Wlde Statements. Additionally, the
government must elect to either (a) depreciate these assets over lheir estimated useful life or
(b) develop a system of asset management designed to maintain the service delivery potentlal
to near perpetuity. lf the government develops the asset management system (the modified
approach) which periodically (at least every third year), by category, measures and
demonstrated its maintenance of locally established levels of service standards, the
govemment may record its cost ol maintenance in lleu of depreciatiolr. The intormation about
the condltlon and maintenance of conditlon of the govelnment infrastructure assets should
assist financial statement users in evaluating a local Elovernment and its performance ovel
time.

According to the requirements of GASB 34, the government must elect lo either (a) depleciate
the aforementioned assets over theh estimated useful life or (b) develop a system of asset
management designed to malntain the service delivery to near perpetuity' lf the government

develops the asset management system, (the modified approach) which periodically (at least

every three yeaE), by. category, measures and demonstrate its maintenance ot locally

established levels of service standards, the government may record its cost of maintenance in

lieu of depreclation. ln this particulai 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.

FINANCIAL ANALYSIS OFTHE MUNICIPALITY AS A WHOLE

Net Assets

The Statement of Net Assets seryes as an lmportant indlcator of the Municipality's linancial
position at the end of the liscal year. ln the case of the Municipality ol Cataio' primary

government assets exceeded total liabilities by $69,980,145 at the end of 2011, as compared
with $62,535,239 as restated which reflect an increase of $7,444,906 over prevlous fiscal year.

The followlng condensed Statement of Net Assets ot the Primary Government shows on a

comparative basis the most important components of the $7,'+/t4,9O6 increase reflected in the
Ner Assets figure.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATAfrO
MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

(brxle.Ed srat rE tof lldA56els

Orcnt and oth€. as6ets

Orent aod other li.bilitie.

hve6ta.t ln epltal a*8, net of Elated

change

$ 30,102,376
124,279,O34

s 39,70a,046
117.a72,909

$ (9,6Os,670)

1,4o6,1J29
124%)

6%

155,341414

25,894,776
59,506,493

157,540,955 (2,199,s41) (1%)

30,14s,811
64,499,905

(4,251,035)
(5,393,412)

(14%)

(8%)

(1O%)

(28%)

35%

12%

74,241J19
!t 737,841

{16,014,915)

t 69,980,!15

?0,780,727
16,3a9,045

(2d634,573)

i 62,s3s,239

45,,1Or"269 95,045,716 19,644,447)

3,44O,452
(4,65r"204)

4,615,654

t 7,444,906

200,m0,000

$o,m0,000

100,mo,000

so,0m,m0

I2011 I2010

Total net assets
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATAIiO
MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OFTHE MUNICIPALIW AS A WHOLE (CONTINUED)

Changes in Net Assets

The Municlpality's net assets increased by $7,rf44,906. Approximately seventy eight percent
(78%) of the Municlpallty's total revenue came from taxes, while sixteen (16%) tesulted from
grants and contributions, including federal ald, Charges for Services provided (1%), lnterest and
lnvestment earnings (1%) and miscellaneous (4%) of total revenues. The Municipality's largest
expenses included items such as general government, health and welfare services, publlc works,
community development and public safety. The following table and gaphic presentation
includes ln absolute and relative terms, the composition of revenues and expenses for the fiscal
years ended on June 30,2011 and 2010, Such analysis helps the reader to evaluate the
Municipal administration performance in the admlnlstratlon of its curent financial operations.

corxbrE€d sr drEn of a.tlvlrlB

Op€rating granr! and .onlnhdions

Capltal EtrairB and @lnbutlons

iiunlclpal llen* ra
uniclpal sal€s and @ tar

C6rBtrudld e:.le iar
Grants and @ntulbutlons not ro{ricted to

lnterest and lftest n€nt €amings

U.tan and @nomlc developme.t

Hsalth and sanitation

Publlc hoGine and reltare

Culture lec@tld and eduedon

l.teiest oh longtem debt

cha.Ee ln n€{ a$ers

ilgt as6a!, begnning ol y€ar (as restated)

Ncl aisets, €nd ol y€ar

3 32a,520
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?05,937

La,573,O24

14,642,292

3,644,320

,,339,,(52

3,243,2@

464343
,.952,634

49,@r\267

L9,174,723

2,926,25t
4,167,763

5,375,315

3,2Lr-446

189,578

2,54,285

41556,361

$ 48,842
2,728,W-

17,S63,430

13,4O3,545

3,86412O

1465,236

5,550,?s3

27!,376
969,253

i(uq352)
1334,61!

705,937

609,595

474,707

(219,8OO)

(25,744)

t2,3O7.547)

19?,007

983,381

Qa%)

100%

3%

6%

(6%)

(9%)

t42%)

739.

LOl%

(27%t

(3%)

1.Wro

t5%
a%

(95%)
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(11%)

,\454%

!2r"

47,O70,5L5 1,930,752

26,303.031

3,@4,311

2,913,063

4,@,972
2,947,!41

4,211"{7
2,589,733

46,649,552

(7.128,3O8)

(79,060)

4,254,7@

69:t 3:(|
224,95

(4,021\723)

Q7,444)

(5,133,191)

7,444,906

i62,Ai5,239
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8
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)
YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OFTHE MUNICIPALITY AS A WHOLE (CONTINUED)

Revenues 2011 I Charges for s€rvices

r Operating 8rants and

. Capitalgrants 2nd contributions

r Municipalsales and use tax

r Mun-rcipal license tax

. Construction excise taxes

t Grants and contibutions not
restricted to specific programs
lnterest and investment eamings

Expenses 2011

r Ge n€ ra I government
r llrban aod economic developrnent
r Publi( housing and welfare

r Public Safety
. Health and sanitation
. hterest on longlerm debt

9



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)
YEAR ENDED JUNE 30. 2011

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

As- noted earller, the Municipality uses fund accounting to ensure and demonstrate compliance
with finance related legal requirements.

GoYernmental Funds

Th_c focus ol the Munlcipality's governmental lunds is to provlde inrormaflon on near_term
inflorys, outflorvs, and balances of spendable resources, such information is useful in assessing
the Municipallty's financing requirements. ln pa icular, unassigned fund balance may serve aI
a useful measure of a government,s net resources available foripending at the end oithe fiscal
year.

As of the end of the current fiscal year, the Munlcipality,s governmental funds reported
combined ending fund balances amounflng to g5,99a,042, which represents a decrease of
$4,557,360 when compared with the p or year. There are ,""erritions of fund balance
amounting fo $11,862,881. Out of the indicated batance, $fflS,OOO were classified as
nonspendable. The combined fund barance arso incrudes restricted fund barance amounting to
$11"659,840. This is the portion of fund balance that reflects resources that are subiecl to
externally enforceable tegal restrictions 1) to pay ror spectfic program purposes (g1 ,f4g,i62),2)to pay for capital projects ($8,589,019), 3), to pay debt seryices {$i,SZt,iSSy. There 

-arj

lomm_i-tte-d fund balance amounting to $79,041 that can only be used pursuant to constraint
formally imposed by the Municipar Legisrature by ordinances and resorutions, the $78,041are
completely to pay for specific programs purpose.

As of June 30, 2011, the cenerar Fund, which is the marn operaflng fund of the Municiparity,
reflected an unassigned fund balance of ($5,968,839).

GENERAL FUND BUDGETARY HIGHLIGHTS

During fiscal yeat 2OL0-2OLL, the Munlcipal Legislature approved revisions to the operational
budget whlch resulted in further lncreases in revenues and current expenditures which
reprasented transactions detected during the normal cou6e of business. Despite these budgets
readjustments and as previously stated, the Munlcipal administration of Cataio was able to
maintain a Dalanced budget as requlred by law as reflected in exhibit, Budgetary Comparison
Schedule ceneral Fund attached here to, budgetary anatysls reflected a deflci;ncy of
($4,486,533) of total operating levenues over current expenses.

CAPITAL ASSEIS AND DEBT ADMINISTRATION

CapitalAssets

The Municipality's investment in capital assets as of June 30, 2011, amounted to
$1a5368,714 which upon deduction of accumulated depreciation in the amount of
$60,224,539 produced a net book value attributable to capital assets in the amount of
$L25,!44,f79. Said investment inctudes tand, construction in progress, buildings,
lmprovements, equlpment, lntrastructute, furnishing computers and vehicles. lnfrastructure
assets arc composed of ltems such as roads, bridges, streets and sidewalks, drainage systems,
lighting systems, and slmilar items.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATAIIO
MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

The total increase ln the Municipallty's investment in capital assets for the current fiscal year
represented approximately six (6%) of net book value. Depreciation charges for the year totaled
$4,9a3,468

The Munlclpallty flnances a slgnlflcant portion ot its construction activities through bond or
notes issuances. The proceeds faom bond and notes issuances desi€inated for construction
activities are committed in its entirety for such purposes and cannot be used for any olhel
purposes- As of June 30, 2011, the Municipality has $8,589,019 of proceeds Irom bond and
notes issuances and other restricted assignments that are mainly committed to future
constructlon activitles in the Capital Project Fund- Local, State and Federal Grants,

Debt Administration

The Puerto Rico Leglslative Assembly has established a limitation for the issuance ot general
obllgation municipal bonds and notes for the paymeot of which the good faith, credit and taxing
power of each municipality may be pledged. The applicable law also requires that in order for a
Municipaliiy to be able to issue additional general obligation bonds and notes, such Municipality
must have sufflclent 'payment capacity' as defined ln Act No. 6,4. Such Act requires a
Municipality must has sufficient "payment capacity'to incur additional general obligation debt if
its deposits in the Redemption Fund and the annual amounts collected vrlth respect to such
Munlcipality's Special Additional Tax (as defined below), as proiected by GDB, is sufficient to
service to maturity the Municipality's outstanding general obligatlon debt and the additional
proposed general obligation debt.

The Munlclpality is required under prevailing applicable law to levy a Special Additional Tax in
such amounts as shall be required for the payment of its general obligation municipal bonds
and notes, ln addition, principal of and interest on all general obligatlon municlpal bonds and
notes and on all municipal notes issued in anticlpation of the issuance of general obligation
bonds issued by the Municipality constitute a first lien on the Municlpallty's Basic Tax levenues.
Accordlngly, the Municipality's Basic Tax revenues would be available to make debt service
payments on general obllgatlon municipal bonds and notes to the extent that the Speclal
Additional Tax levied by the Municipality, together lvith moneys on deposit in the Munlclpality's
Redemption Fund, are not sufficient to cover such debt service. ln the particular case of the
Munlcipality of Catafro, it has never been necessary to apply Basic Taxes to pay debt service on
general obligation debt of the Municipality.

ECONOMIC FACTORS AND NEXI YEAR'S BUDGEIS AND RATES

The Municipality relies primarily on property and municipal taxes as well as federal and state
grants to carry out the govemmental activities. Historlcally, property and municipal taxes have
been very predictable with incleases ol approximately five percent, Federal and State grant
revenues may vary lf new grants are available, but the revenue can be also predictable. Those
factoE were considered vyhen preparinE the Municipallty's budget for the fiscal yeat 2OfO-2OfL-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)
YEAR ENDED IUNE 30, 2011

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayer,
customers, investors and creditors) with a general overview of the Municipality's finances and to
demonstrate the Municipality's accountability. lf you have questions about the report or need
additiona I financial information, contact the Municipatity,s Chiet Financial Officer.
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Commonwealth ol Pueno Rico
Munlclpallly of Cataio

Statement of Net Assets
iune30,2011

Govemmental
Activities

Cunent assets:
Cash and cash equivalenls

Municipal license tax

Sales and use laxes
Conslruolion exdse taxes
hteBov€mmentd grants and cont.ibulions

lnvenlorbs and othe, assels

Noncurrenl assets:
Capilal ass€ts, nel of depEcialion
Defered chaEes, nei oI accumulated amorlization
Total noncurent asset3

Total asseis

Liabilities
Curent liabilities:
Accounts payable and accrued lialilities
Due lo olher govemmental enlilies

Municipal lic€ns€ tax
Federal granl Evenues

MaluEd inlerest due and payable
Curehl poriion of lo.g,tem obligations
Tolal cun€ot liabiliti€6

Noncunent liabilities (excluding current portion):

Obligations under capilal leas€s
Comp€nsated absences
Dle io olhe. governnetal ertiiies
Less:Amount repo,ted as cunenl ponion

Total noncurEnt liabilities

Totalliabilities

hvesled in capital assels, net of €laled debt

FedsEland slal€ runded prcgrams

Total net assets

$ 11,273,657
14,839,613

37,241
3,470,235

95,5a8
71,213
47,059

'142,771

125,000
30,1023r/

125,141,179
134,859

125.279,034

I 155,341,41!

7,320.632
3,503,723

9,140,16E
337,348

2,592,800

45,980,000

4,903,000

6.322.299
7,4M,636

{5.1e3.4421
59506,493

87 584,606

74,261.179

8,317,379
1,921,559
1,227.303

{17,930,611)

-s -_!zJ99E9s

The notes to ihe financial staremenis ale an iniegra pan of th is stalement.
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Commonwealth of Puerto Rico
Municipality oI Cataio
statement of Activi es

For the Year Ended June 30,2011

ErEn*

G.n.Etsov.mheni 19,174723 i 302,499
Public €dy 2,92s251 26,021
ulbai and @non€.bv€lopm.nt a,,439.,t03

- H*[h.id e.iradon s 37S.31s
PlUb h@sing.nd efac 3211,445
Cuhurc,EE€tbn.nd eduetion

_ rdee$o bn+t6m d.bt 2a12.2a5

Tol.r qovemmedal ad,vi 6

12,512,2a5)

i r35.7r0 046r.i 4 s2s.00r i J2s52a I .OAl.93 i

Munirper el6 .nd B i.r

G6rr. .flt @.iihrlbG not Eericiad io spqiic pEgEm
rn€r..t and irE3tment eminos

N.r ar*E - b.ginnin!, 6 .!d.i.d

-i ---lll$.9ga

The notes io tie financjat slatements are an mlegEt pan of this statement L4



Commonwealih oI Pueno Rbo
Municipality of Cataio

Balancesheet
Govemmental Funds

June 30, 2011

Cash and cash equival€nts
Cash wnh fEcal agent

Municipal iicens€ tax

Municipal sales and us€ la(es
Conslruction excise laxes
lntergovemmenlal grcnts and contibulions

Fines and fodeituEs

Oue frcm other tunds

lnventories and other assets

thbllltles and Fund Ealanc€s

Liabilities :

Accounts payabb and accrusd liabilfies
Doe to olher govemmental enUlies

Municipal license tax
Federal grant revenues

Matu€d bonds due and payable
Malured inlerest due and payable

Toiat tiabitities

Commit13d

Total fund balances

Tor.l liabiftie.nd fu.d balanes

s 7,615,996

37,241
2.800,910

95,588
71,213

189,830

125,000

_$__19p!!28

$ 5.875,686
3,503,723

171,536

9,140,168

(7,880,535)

{7,755,535)

_$__19,99!lZ8

$-
7,U4OU

669,325

$ 1917,22a
7,419,056

1,680 433
78 523

$ 11,273,657
.14,839,613

37,241
3,470,235

95,588
71,213
47,059

142,7-71

361.366

125,;O

$ 30,163.743

6 7,320,632
3,503,723

361,366

9,140,168
337,348

3,497,000
2,592,800

26,753.037

47,059
-t42,77'1

171,536

_$_1,999284

$ 1,07E,905

$ 2.120.322

s 365,84r

189,830

337,348
3,497.000
2,592,800

18,69'1,313 6,089,800

125,000
1.921,559

125,000
1.149262 11.348.200

78,(Nl 78.041

1.078.905

8,317,379

893.019

1,921,559 8,317,379

_$___!p11,9!e _$_L399?84

1.227.303

$ 2,120.322

(7,880.535)

3,710,706

-q-_!9.$tll3

The notes to the nnancial siatements are an integralpad of this statement. L5



Commonweatth of pueno R|co
Muntctpatiiy ot Cata60

Stat€ment of Revenues, Exp€ndttur6 and Changes in Fund Batances
Govenmental Funds

For the Year Ended rune 30. 2011

orhs
Goremm.nr.r Gftmrentar

FunG funds

Muniripal $h3 and ue td

Conshdid oxde t re3
lnErloveErentat 9615 .nd @.t ibution.

Ud.n {i e@mac d@top@nt

Puble lE6ing and rerae
CultuE,lE@tm and edu€rion

Totat a@nditucs

Eres (d€rtimcy) or E@!6 @a

orh€r fin.mhg euG (E)

Toial olher fi@ncing euG (us)

Nd cnan!6 i. tund b€lai6

Fund bdaE beqin.ino. 6 BiaEd

(1,760,121)

3,111,519

1,952,634

324,520

3,173,052

21,204,006

3,206,742

3,370,000

2,512,2A5

(4,329,0O0)

6,631,761

1 952,634

! 33 356,343 $ 5,374939 I 705 937 I 4.033.493 S

1,439,533 3,155232

2,512245

4', 374 513 5.332235

(3017675)

(4 371 6,10)

(507,2S6) (4311.615)

(6,631,761)

(3131,142 19,623

12623,995 1331,235 3,53t,706
I 3317 379 $ 1227 303 i 3.710.706

The noles to lhe financial statemenls aE an integral pan of his statemenr.
L6
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Commonwealth of Pueno Rko
l,tunicipality of Catano

Reconciliation of the Ealance Sheet - covernmentat Funds
to the Statement of Net Asets

Forthe Year Ended June 30,2011

- Tord Fund aabncE - G@mmenrd Funds s 3,710,706

Amounls rcponed tur Govemrnentat Activitiss in the statement of Net Assets
are diftcrenl bec6use:

Capil,alAssets used in govemmental activilies are noi Jinanciat esources and thsreto€,
ale not rcpoded in the tunds.ln the cunsni period, these amounrs arel

Non Dep€ciable Capital Assets
Oep€ciable Capital Assets
Accumulated Oep€ciation

Iot3l Capital Assels

oebt issued by the Municipality has associaled cosls (debl issuane .nsts) rhat ar€ paa lrcm
cureol available financial €sou@s in the govemmental tunds Horever, thes€ costs a€
deEnEd in lh. sialement ol net assets and repo&d n€t of accumulated ahortization. 134_859

s 67,796,809

t 35,889,062
149,479,656
(60.224.539)

125,144,1t9

Long tem liabiliiies are not doe in the cunent fis€t year, rhelelo.e, al. not rcponed in the
govemmenial funds, less cure.i malurily whicn is conside€d in the govemmental tunds. (61 .192.935)

Total Net assets ol g@mmental acritftiE

The noies to the tinancraL slatemenis ale an integralpan ofthis siatement L7



Commonwea,th of Puefto Rico
Nlunicipa ty of Cataio

Reconciliation of the Statement ol Revenues.
Expenditures, and ChanEles in Fund Balances of

Governmental Funds to the Statement of Activifles
For the Year Ended June 30,2011

Net Change tn Fund Batances - Totat covernmentat Funds $ (4,829,000)

_ Amounts reported for govemmental actjvities in tne Statement of Activitjes are different bec€use:

Governmental Funds report capjtet outays as exp€nditures Hoy/Ever, in tie covemmenlwide Statement of
Aclivities and Changes in Net Assets, lhe cosl of those asseb is allocated over their estimaEd usetut tives as

- depreciatjon epeose. This is the amount by whicn cEpitat ou ays ($12,552,267) exceed depreciatjon
exr€ns€ ($4,983,468) 7,50E,799

- amortization of defefi€d charges r€ported in the staiament of acfvities does not reqlire the use of cunent
fnancial resourc6s, therefore, ar€ not reported as expenditures an lhe govemmentat fu;ds. \24,323)

- Disposal of capital asssts require r6moval of cost of the capital ass€ts ftom the capital asset ac.ount on th3
Govemmenlwide Statement of Net Assets, resuliing jn a loss on disposat ol capital assets on the
Govemmentwide Statement of Acrivilies and Changs jn Net Assets. (1 38,347)

- Sonds and notes proc€ods provide cunent financial resources to Gov€mmental Funds. Repayment of bonds
and notes pnncipalis an expenditure in Govemmentat Funds, but the repayment rcduces tong -tem tiabitities
in lhe Govornmentwide Statement ot N€t Ass€ts. This is (ie amount by which the debt prcceeds exceed

- debt service principat payments 3,370,000

Some expenses, n€t, reported in the statement of actjvities do not requirE the use of cunent financial
resources, lherefore, are not reported as expenditures in the govemmenlat funds, including the net change tn
accrued compensat€d absences in the cunent year 1 ,246j37

- Net changes ln net asseE repoded for governmentat acUvl es s lJ$20q

The notes to the financial statements arc an integratpan ofthis statement. 18



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2011

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of cataho (the Municipa[ty) is a rocar municipar government constituted in
1927 in the Commonweatth of puerto Rico (the Commonweatth). The Municipatity has fuI
legislative, fiscal and all other governmental powe6 and responsibilities ;xpressly
assigned by Public Act No. 81 ot August 30, 1991 .as amended, known as Autonomous
Municipalities Act of the Commonwealth of puerto Rico (Act No.81). The Municipality is
one of seventy eight municipalities legally separated from the Commonwealih,s
Elovernment.

The Commonwealth's Constitution provides for the separa on of powers of the executive,
legislative and judicial branches ot the Commonwealth and the municipalities. However,
the Municipality's governmentalsystem consists of executive and legislative branches only.
A Mayor, elected every four years by the citizens, exerclses the executive power of the
Municipallty. The legislative power of the Municipality is exercised by the Municipat
Legislature, whose members are also elected every four years. The judiciary powe; is
exercised by the General Justice Court System of the Commonwealth, which has
iurisdiction over the Municipality.

The Municipality assumes either full or shared responsibility for providing services to its
citizens related to public housing, welfare, public safety, health, sanitation, education,
culture, recreation, education, urban development, economic development, and many
other fiscal, €ieneral and administrative services.

A. Financial Reportlng Model

The accompanying basic financial statements present the financial position and the
results of operations ot the Municipality as a whole, and its various governmental funds
as of and ror the fiscal year ended June 30, 2011, in contormity with Generally
Accepted Accounting Principles as applied to local Elovernmental units in the United
States Ol Amerlca (US GMP).

According to the financial reporting modet estabtished by GASB Statement No. 34,
Easic Financia, Statemenb -and Management,s Dlscussion ard Anarysis -for State and
Loca, GoyernmeDts (GASB No. 34), the required basic financial statement presentation
applicable to the Municipality is composed of the fottowing elements: (l) government
wide financial statements (GWFS), (2) governmental fund financial statements (GFFS),
(3) notes to basic rinancial statements, and (4) required supplementary information
(RSr).

RSl, consisting of a Management's Discussion and Analysis (MD&A), is information
presented along with, but separale from, Municipality,s basic financial statements.

19



COMMONWEALTI{ OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

l_ oRGANIZAT|ON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES (OONTTNUED)

MD&A is a narrative report that introduces the accompanying basic financial
statements and provides an analy cal overview of lhe Municlpality,s financial activlfies
for the fiscal year ended June 30, 2011, based on the Municipalii's knowtedge of the
transactions, events and conditions reflected in the basic financial statements. The
MD&A also hightights cedatn key flscat policies that control the Municipality,s
operatlons.

Other supplementary information presented in this report for purposes of addl onal
analysls consists of; (1) combinlng and individual non-major gove;nmental lund
financial statements, (2) budgetary comparison schedule - debt s;rvice fund, and (3)
schedules o, capital assets used in the operations of governmental funds, as.listed ln
the accompanying table of contents.

The Municipality adopted the provisions of GASB Statement No. SS, The Hierarchy of
Genera y Accepted Acf,]cun ng princlpts for State and Loca, Gor€rnmer*s (GASB No.
55), and GASB Statement No. 56, Codiflcation of Accountine and Financial Repo,ting
Guidance Contalned in the AICqA sl.atemenis on Auditing StaDdards (GASB No. 56).

GASB No. 55 incorporated the hierarchy of USGAAP for state and local governments
into the Governmental Accounting Standards Board,s (GASB) authoritative literature.
The requirements in this Statement codity all USGAAP for state and local governments
so that they derive from a single source.

GASB No. 56 incorporated into the covernmental Accounting Standards Board's (GASB)
authoritative literature certain accounting and financial reporting guldance presented in
the American lnstitute of Certitied public Accountants' Statements on Auditing
Standards, This Statement addressed three issues not included in the authoritativ;
literatu.e that establishes accounting principlestelated party transac ons, going
concern consldeaations, and subsequent events.

ln the current year, the Municipallty adopted the provisions of GASB Statement No. 54,
Fund Balance Reportlng and covernmentat Fund Type Definltions (GASB No. 54), which
modified the interpretatlons of certaln terms withln the defini on of special rcvenue
funds and the types of actlvitles the Municlpality may choose to report ln those funds.
GASB No. 54 also clarified the capitat projects fund type definition for better atignment
with the needs of prepaiels and users. Detinitions of other governmental fund types
were also modified for clarity and consistency

20



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAftO

NOTES TO BASTC FtNANC|AL STATEMENTS (CONTTNUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF StcNtFICANT ACCOUNTTNG pOLtCtES (CONTTNUED)

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

The Municipality follows the provisions of GASB Statement No. L4, fhe Financiat
Repoftine Enfity (GASB No, 14) and GASB Statement No.3gi Determining Whethet
Ceftain Or€hnizations are Component lJnits - an Amendment of GASB Statement No. 14
(GASB No. 39) to determine its financial reporting entity.

The accompanying basic financial statements include all departments, agencies and
munlcipal operational units that are under the legal and administrative control of the
Mayor, and whose financial resources are under the legal custody and control of the
Municipality's Director of Finance and Budget, as prescribed by Act No. 91,

The Municipality's management has considered (all potential component units
(whether governmental, not-for-profit. or profit-oriented) for which it may be financially
accountable, and other legally separate organizations for which the Municipality is not
financially accountable but the nature and significance of their relationship ;ith the
Municipality may be such that exclusion of their basic financial statements from those
of the Municipality would cause the accompanying basic financial statements to be
misleading or incomplete. Accordingly, a legally separate organization would be
reported as a component unit of the Municipality if all of the followlng criteria are met:

The Mayor appoints a voting majority of an organization's governing body and,
either (1) the Municipality has the abitity to impose its wi on that organization
or (2) the organization has the potential to provide specific financlal beneflts to,
or impose specific financial burdens on, the Municipality.

The economic resources, for which the lvlunicipality is enti ed, either received or
held by the separate organization, are entirely or almost entirely for the direct
benefit of the Municipality or its constituents

The Municipality's management has concluded that, based on the aforementioned
criteria, there are no legally separate entities or organizations that should be reported
as component units of the Municipality for the fiscal year ended lune 30, 2otL.

B. Government-wide and fund financial statements

Financial information of the Municipallty is presented in this report as follow:

1. Management's discussion and analysis introduces the basic financial statements
and provides an analytical overview o, the Municipality's financial activities.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZATION AND SUMMARY OF StGNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

2. The government-wide financiar sratements (i.e, the statement of net assets and the
statement of activities) report intormation on all activlties of the Municipality and its
component units, if any. Governmental activities, which normally are;upp;ned by
taxes and intergovernmental revenues, are reported separately irom Ouiines+type
activities, if any, which rely to a significant extent on fees and-charges for support,
rnterfund activity has been removed from these statements to minimize the
duplicatlng effect on assets and tiabilities within the governmental activities.

The statement of acdvities demonstrates the degree to which the direct expenses of
a given function or segment is offset by program tevenue. Direct expenses are those
that are charges to customers or appllcants who purchase, use, or direc y benefit
from goods, services, or prlvileges provided by a given func on or segment and
grants and contributions that are restricted to meeting the operationaa ol capltal
requirements of a particular function o, segment. Tixes and other items notproperly included among program revenues ate reported instead as general
revenues.

Fund financial stalements focus on information about the Municipality,s major
governmental funds. Major individual governmental funds are reported ajseparate
columns in the fund financial statements. pursuant to the provlsions set forth by
GASB No. 54, the Municipatity reported the followtng governmentat funds in th;
accompanying GFFS:

General Fund - is the Municlpality main operating fund used lo account for and
report all financial and reported resources and governmental activities, except fol
those required to be accounted fot in another fund. lt is presumed that the
Municipality's governmental activities have been reported in the general fund
except for transactions for which one of the following compelling reasons has
required the use of another fund: (1) legal requirements, (2) USGMF requirements
or (3) the demands of sound tinanclal administration lequiring the use of a
governmental fund other than the general fund. lts revenues conslst mainly of
taxes, licenses and permits, intergovernmental, charges for services and other.

Debt Sewice Fund -is a major governmental fund used to account lor and report for
the accumulation of flnancial resources that are restrlcted for, and the payment of,
principal and interest for (1) bonds payable foi which debt service payments are
legally mandated to be accounted for in a debt service fund and (2) certaln special
long-term obligations for which the Municipality is been accumulating financial
resources in advance to pay prlncipal and interest payments maturing in futute
years.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAfrO

NOT6 TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZAflON AND SUMMARY OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CoNT|NUED)

Capital Project Funds - is a major governmental fund used to account for and
report financial resources that are restricted or committed to expenditure for capital
outlays, lncluding the acquisition or construction of major capital facilities, including
those outlays financed by the general obligation bond proceeds (other than those
financed by prop.ietary funds ol in trust funds for individuals, private organizations,
or other governments). The use of the capltal projects funds has been limited to
only for major capital acquisitions, construction or improvement actlvltles that
would distort financial resources trend data if not reported separately from the
other Municipality's operating activities. The routine purchases of minol
capitalizable assets (such as furniture, office equipment, vehicles and other mlnor
capital assets or improvements) have been reported in the governmental fund from
which rlnancial resources were used for the payment,

The other govetnmental tunds of the Municipality account for grants and other
lesources whose use is restricted to a particular purpose.

The Municipality periodically undertakes a comprehensive evaluation of its fund
structure to ensure that it complies with all aspects that are of importance to users
ot general purpose external financial reports.

Consequently, all superfluous funds and some internal funds currently used by the
Municipality in the day-tcday accounting procedures have not been reported as
individual governmental funds in the accompanying fund financial statements.
Accordingly, the accompanying fund financial statements include only the minimum
number of lunds consistent with legal and operating requirements and,
consequently, certain types of similar internal tunds have been combined into single
funds in the accompanying fund financial statements.

The various capital improvement bond issues outstanding have been reported as a
single maior capital projects fund, the capital improvements bond fund.

Numerous less significant capital prorect and special revenue funds have been
combined into single non major capital project and special revenue tunds,
respectively. These funds are reported as supplementary information in the
accompanying combining and individual non-major governmental fund ,inancial
statements.

Program-specific capital $ants awarded by the Legslature of the Commonwealth
of Puerto Rico have been combined into a single non major capital projects fund,
the legslativeioint resolutionsfund.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Th€- accompanying GFFS are accompanied by ihe following schedules required by
GMP: (1) the reconciliation of the balance sheet - govemmentat fundl to the
statement of nel assets, and (2) the reconcillation of the statement of ,evenues,
expenditures and changes in fund balances (deficits) - governmental funds io the
statement of activities.

3. The notes to the ,inancial statements provide information that is essential to a
user's understanding of the basic tinancial statements.

4. Required supplementary information such as the budgetary comparison schedule.
general fund and other types of data required by GASB.

5. Notes to the budgetary comparison schedule.general fund.

Ihe accompanying statement of activities presents the Municipality's results of
operations by showing how the Municipality,s net assets changed during the fiscal year
ended June 30, 2011, using a net (expense) revenue format.

This statement presents the cost of each function/p.ogram as well as the extent to
which each of the Municipality,s functions, programs or other services either
contributes to or draws trom the Municipality,s general revenues (such as property
taxes, municipal license taxes, construction excise taxes, etc.).

The statement of activities demonstrates the degree to which program revenues offset
direct expenses of a given function/program or segments. Direct expenses are those
that are cleady identifiable with a specific function, segment or operational unit. This
statement reports revenues in two broad categories: (1) program revenues and (2)
general revenues.

Program revenues are generated direcfly from a program itself or may come from
parties outside the Municipality's taxpayerc or citizens. ln the statement of activities,
program revenues reduce the costs (expenses) of the func on/program to arrive at: (1)
the net cost of the function/program that must be financed from the Municipatity,s
general revenues or (2) the net program revenue that contributes to the Municipality,s
general revenues. The accompanying statement of actiyities reports the following
categories of program revenues for the fiscal year ended June 30, 2011:

Charges for services - These revenues generally consist of exchange oa exchange
like transactions involving charges to customers or applicants who purchase, use
or directly benefit rrom the goods, services or privileges provided, or are otherwise

services.
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1. ORGANTZATTON AND SUMMARY oFstcNlFtcANT ACCOUNTTNG poLtctEs (coNnNUED)

These revenues include fees charged for speclfic serviceq charges for licenses andpermits, and fines and forfeitures, amonE others.

Progmit€-pecific operating a.nd capital grants and contributions _ These revenuesconsisr or transacuons that are eithei ;";;;;d ;;;;;,;ry non€xchangetransaction-s wtth other govemments, organizations,,or indir-iJrui" tt ut restrtct theresources for use in a par cutar prog,"m. opg;ling S;ni;"ra contdbutionsconsist of resources that are requ ired. tib" ,""i t" ii""i"?'iii-costs ot operating aspecific program or can be used eittrer tor oplraffi;';;il, purposes of astecific program. capitat grants and contrioutions cons-lst irili"nr"" o, ,""orr"".that are restricted for caprtarlurposes t" pri"r,"*, ."i"t.I J, ,"nor"," 
"uo,,ut

assets associated with a specific progra_. n".tr,"t"i 
"-p"irir! "nd 

capttatgrantsand contributions are program revenues b"..r". tf,"y ir" 
"p"Zi;cally 

attributableto a proglam and reduce the.net expense of tfrat proiiam toiil Municipatity. Theyale reported net of estimated uncollectible amounts."

Generar revenues are the defaurt 
.category tor revenues. rt incrudes arr revenuesand gains that do nor meet the definirioi; p-E;;;';;;;;;;;:*'"

Property-.taxes, municipal license taxes, municipal sales and use taxes andconstruction excise taxes are.reported u" g"n"rri *r""r""irr other nontaxrevenues (including unrestricted interest on a"p""it", gi"ri" *i 
,contributions 

notlestricted for specific programs and mtsceth;fi;;r-";;;;lt oo not meet ttedefinltion of program revenues are-classifiea 
"s 

gero"i ,eJ!iui. nesources thatarc dedicated internaly by the Municipaiity ;;;;;;;nerar revenuesrather than as program revenues. A[ gener"r ,"renu"s lie'reporteo net ofestimated uncollectibte amounts, which ire ,""oroJ 
""lJJ"tion of revenuesrather than as expenses.

COMMONWEALTI{ OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASIC.FtNANC|AL STATEMiNTS (CONTTNUED)
YEAR ENDED JUNE 30, 2011

Il-"- C"":r".| Elovernment function/program reported insratemeit-t of activities lncludes expenses that are, in essence,
orner rundbns/programs of the Municipality.

Even though some of these costs have been charged to certain funds in the GFFSas indtrect cost alocations oermittea unaei'Jr"-iJ"#'oriJJ"_", 
""Municiparity has reported these indirect-costs as direct expenses liit l g"ner"tg:::l!T:"t function. Accordingty, rhe Municiparity e"r#ii'd;:J';; 

"rro""t"
general government (indirect) costs to other funclions.

the accompanying
indirect o. costs of
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COMMONWEALIII OF PUERTO RICO
MUNICIPALITY OF CATAITO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY oF stcNtFtcANT ACCOUNTTNG poltctEs (coNTtNUED)

The etfects of all interfund governmenlal activities (revenues, expenditures andother financing sources/uses among governmentat iunasi rrlve been removedfrom the accompanying statements o;;i 
";"1junJ ;;iffiiir::"

The Municlpality classifles all of its actjvities as governmentat activities in theaccompanying cwFs. These are. activities g"rui.rir iir";iia through taxes,intergovernmental revenues and ottrer non_exctt*anle iJr_r"" ti"t 
"", be used tosupport the Municipality,s programs or seri""s. ffi""e gou";ental activities arealso generally reported in the GFFS.

The Municipallty has no..fiduciary activities, which are those In which theMunicipatity woutd be hotding o, ni"nuginliit l"i"i" i", .pl"ir" individuats orother externar pafties in accordanc" tnitti tru"t ag;.;ni!-;, other custodiararrangements. tn addition, the Municipality tras no olerationili activities that arefinanced and operated in a manner.simil;r to p,irut" Orain"*r- unterprises, wherethe costs of providing goods or services t" n" !"r"i"r pruit?xpenses, inctudingdepreciation) is financed prima.rly through use? J;;;;";;;;;re rhe governingbody has decided thal periodic deteniin"tlon 
-oi 

7"r-",ir"" 
' 

"",n"d, erpen"e"incurred, andlor net income is.appropriut; f_;"p;i"i;;i;;;;"", pubtic poticy,management control, accountability, or other purposes.

C. covernmental Fund Financial Statements

The accounls of the Municipality are organized on the basis of funds, each of which isconsidered a separate accounring entit. The .p";;td* ;;#';;nd are accountedfor with a separate set of setf-balancin! r"lorn't" *,"i Joilp.f,'"',,""'u"r",", ,,".itn,"",fund equity, revenues, and expenditures.- rr"a tvp", ii" 
"" 

ijf"*.,'-
speciar Revenue Fund - Federut crants -.speciar Revenue Funds are used to account forrererues deriv_ed Jrom federal grants. The uses and ii-Li.i" * 

"""f, 
apecial revenuerund are specified by Municipatity ordinan""" o, f"d";ui;;; ;i"a" 

"iuir,"".
Special Revenue Fund _ Local and.state G/arts - Special Revenue Funds are used toaccount for revenues derived from tocat funas, state jran," o, i iJ, ,"au,"t"d revenuesources. The uses and limitations of each 

"p""i"i 
,"r*r" -irid ' 

are specified byMunicipality ordinances or federal and state statutes.

DeDt Seryice Fund- Debt Service Funds are used to account for the accumutation of
ffiHr::"H 

and rhe payment of, generat roret"^ d;bi piincipat, interest, ana
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTING pOLtCtES (coNTtNUED)

Capital fuojects Funds _ Local, State afld Fedetal Grcnts _ Capital project Funds areused to account for financial resources used for the acquisitio;Ti cinstruction of malorcapital facitities

Other Govemmentat Funds - The other governmental funds are non_majorgovernmental tunds used by the Municipality to account to,,er_u"" derived fromgrants, contributions or other revenue sources that are either self_restricted by theMunicipality or tega y restrtcted by outside parties tor use in ffiiiiJprrposes.
D. Measurement focus, basis of accounting and financial presentaton

Glvernment:wide tinancial statements - The accompanying GWFS are prepared usingthe economic resources measurement focus and the a;""r"i O*1" of accounting.Subject to the additional rutes and timitations detaite; ;e;,-;;venues (inctudinginlerest on deposits and investments) are generally *""ra"l'*f,"" earned andexpenses are generally recorded when a liabillty is incurred, regardless of the timing ofrelated cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange andexchangelike transactions are generally recorded when tf," 
"r"f,Zng" 

takes place. lnexchange transactions, each party to the.transaclion ,"""ir""ina !ir"s up essentia[yequal varues. An exchangerike transaction is one in whici ir,"."-'i" 
"n 

identifiabreexchange and the values exchanged,- though related, ,ui not O" quite equal.Nevertheless, the exchange characteristics of ah" e""frangJif.l fr*sacflon are stronelenough to justify treating it as an exchange for accounfini purpoies iexamptes includefees for licenses and permits, charges foiservices, and a]"""rLn"o-* ,"r"nues, whichare recorded as revenues when collected because they 
"r" 

g"n"oiiy not measulableuntll actually received).

All reverues, expenses, gains, 
.losses.. 

ald assets resulting from non_exchangetransactjons are recorded using.the 
_criteria set forth by GAiB Statement No.33,

tT]rnlinC and Financiat Reporting. for Non-exchange riur*a-i"ii (GASB No. 33).GASB No. 33 established acc.ounting and reportii'g 
"t"ia"ra" 

i", non_exchangetransactions invotving cash and financial or capitil reso-urces 6oi "i"rpr", most taxes,grants and private donations). ln a non_exchange transaction, ttre wlunicipatity gives (or
rerceives) 

_vatue without direc y receiving (oigivingl 
"qr"i 

,"fr"-in return. This isdifferent-.from an exchange transaction,-h whtfr icfr 'party -receives 
and gives upessentially equal values. According.to GASB No. 33, tfre fvfunicipaiity groups its non_exchange transactions into the following four classes in tf,e '"l"omp"nying lasi"financiat statements: (a) derived tax reven-ues, (b) imposed n;n 

-exli-ange 
rerenues, 1c1government mandated non-exchange transactions, and (d) voluntary non€xchange

transactions.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

l_ oRGAN|ZAT|ON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG poltctEs (coNTtNUED)

ln the case of derived tax revenue transactions, which result from assessments theMunicipatity places on exchange transactions, ,*"ir"oi* 
"ii 

'r'" 
nues are recordedwhen the underlying exchange has occurred.

ln the case of imposed non_exchange.revenue transactions (such as property taxes andmunicipat ticense taxes), which resutt t.om "*"*;;;[';;; b] tte Municipatity onnon-governmentar entities, incruding individuars, other than 
"ss"Js.ents 

on 
"*ctr"ngetransactions, receivabres ere gere;ary recorded in *," p"riJilr,l, an enforceabre

!iil:L".iT has.arisen. eroperty taxes ina municipar iiclrise a'rl jiner"rry ,e"ora"a 
"srevenues (net of amounts considered not cotteai6ey ln itr"li t-f""r rrt 

", 
,r"our"",are required to be used or the first,iscat y"u, *,ut irrJ ,i" 

"t 
ii-J"iJrrces is permitted.

Government-mandated non exchange transactions (such as grants and contributions)result when a government at onJ bvel tsu"r, 
"s 

if,e i"aeiai ii 
"tat" 

gorernm"nt;provides resources to the Municipatity jro tt 
"-pr*fiii g";;ment requkes theMunicipatity to use those resourcej ru, 

" 
.p""iii" plipo"u-orl-rilo"* 

"","t,,"n"a ,n.provider,s enabting tegistation. 
ln these.type of rran"fi;;; ;;;;"s and revenuesare genera y recorded when a etigibility requirements irdo."J Oi tnu provider havebeen.met. For the majority of grants, the Muntcipatity .;i;;;"rid resources on thespecific purpose 01 proiect betore the. provider ,"irnoi""rliv."rnounts. Revenue is,therefore, genera[y ]ecognized as qualifylng ,"iror,."li" 

"-*p-"iaiiur""" "r" 
in"urr"a.

Voluntary non€xchange transaclions (such as donations and certain grants andentitements) resutt from tegislarive or contracdri";;;;;;;,';th"Jr tnan e*"harge",wirringry entered into by two or more parti"". rn ,""Jivp"" oi1-i"i""iions, receivabres
1d l"yulr"" are generaly accounred .for in the ;;; ;;ffi; as government_mandated nonexchange transactions aiscrsseJ 

"oore. 
irJni"- tn"t are neitherexchange.nor non€xchange transactions are recorOej wtren-iils'irobabte that a losshas been incurred and the amount of toss l. ."""r"U, 

".i#"iri. 
t'"

Receipts of any type of revenue sources collected ln advance for use in the followingfiscal year are recorded as unearned (defe""al ,ev"nu"s. 
- -"-- '-' -''

According to GASB No. 34. all general capital assets and the un_matured long_termliabilities are 
-recorded onty in ttre accompanyiii-"i"t"."it-"i:'ret assets. Themeasurement focus and the basis of accounting usea-in ttreaccomianying GWFS Aiffersigniftcanuy from the measuremT.!_I".li ;J-il; ;;;ffiiing used in theprepar:li9Jr of the accompanying GFFS. Therefore, ir," *_rpriyrg GFFS inctudereconciliaflons, as detailed in the accompanying table of contents, tJbener identify therelationship between the GWFS and the cF*-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pOLtCtES (coNTtNUED)

Governmental fund financial s_tcloeolg_ The- accompanylng GFFS are reported uslngthe current tinancial resources.measurement focus lttbw * Jurrenitinanctal resources;and the modified accruat basis of.accou.nting. R"r;";;; 
";;;;;;rauy recognized assoon as they are both measurable and av;ihble. n"renres- 

"i" considered to beavaitabte when they are coflectibte wtthin the 
"rr,"ni 

ii"""'i ]ii, o, 
"oon "norgtthereafter to pay liabili es of the current fiscal year. FoimJpuril"", m" fUunicipalitygenerally considers most revenues.(municipat ticenses taxes, conltiuction excise taxes,sates and use taxes, Interests on deposits, lntergovern.""tiii,uit" u"o 
"ontributionsand certain charges for servtces) to be available-if c"ff""tJ 

"iiiii'"xty 
(60) days afterJune 30, 2011. At June 30, 2011. aI reveru"" 

"ou* ,li tiis avaiaoirrty crtterion.

Property taxes are all considered susceptible lo accrual if commonly collected withinsixty- (60) days foflowing the end ot the fiscal peiioa,-unfess'uii"rat 
"tr"rm"tan""sjustify a greater period.

Other revenue sources consideted susceptible to accrual include municipal llcensetaxes,. sales and use taxes, construction icise taxes, inilrgor"iirn"nt"r grants andcontributions, interests on deposits and charges for serviceslitr;i principat revenuesources meet both measurability and availability criteria in the accompanying GFFS.

ln a manner similar to the GWFS, but subject to and limited by the avaitability criteriadiscussed above, arr revenues, expenses, gains, tosses, assets ana riablities resurflngfrom exchange, exchangelike transactions ur" uf"o'g"n"i"rry iecorded when theexchange takes place while all revenues, expenses, gainl, b"se", and assets resultingfrom non-exchange transactions are recorded wtrenin entorceaite legal claim arisesor when alt eligibility requirements imposed by the provider haveieJn meq applicatte.

lntetests on deposiG are lecorded when earned since these tevenues ate conslderedboth measurable and available at June 30, 2011.

PuEuant to the provisions of GASB lnterpretation No.6, "Reco,fiition aod Measurement
.r! -c:pt! Ltabitities and Expenditures in aor.rr^"itii-iiii'iinanc,a, Statemenrs,,(cASBt. No. 6; in the absence of an exp cit ,"qrir"i.iiif...,'iie absence of anapplicabte modification, discussed betow), ttre'n4unicipatiU genera[y accrues agovernmental fund liability and expenditure (including saiaries, p-rotessionat sewices,suppties, utitities, etc.) in the pedod in.which ihe goveinm"r,t int,i," ir," fi"Oiftty, to tfr"extent that these liabilities are normalty- expeaed-to O" liquiaat"Jln a timety mannerand in fullwith curent available flnanci;l resources.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASTC FtNANC|AL STATEMENTS (CONTTNUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pOLtctEs (coNTtNUED)

GASB No.6 modified the recognition criteria for certain expenditures and liabililiesreported under the modified accrual. basis ot accountin! pri_'il'elsa No. 34, andctarified a number of situations in which the fvrrri"ip"iiii Si"rriiistinguish betweengovernmenlat fund tiabitities and generat fongi"r, fi"liiities. Therefore, theaccompanvinE barance sheer qovernmentat funds g;neratty reiteJ;nry assets that wiflbe converted into cash to satiity current liabilities. Long_term assets and those assetsthat wi not be converted into cash to s"tisfy ;;r;i;;iiil; are generaly notaccounted for in the accompanying barance 
"r,i"t 

gor"rn.eni"iiunds. At the sametime, ton6term liabitities (generaly, thos" ,n ,"trEa tf,"i iiiiioi ,"quir" the use ofcurrent financial resources to pay them) 
"re 

not 
"c"ount"i'lo, 

ii'tt 
" 

a""o.panyingbalance sheet governmental funds.

Modifications to the accrual basis of accounting in accordance with GASBI No.6 include:

Principal and interest on bonds payable are recorded when they mature (whenpayment is due), except for principal and interest of Uona" Ar" on July 1,2010,which are recorded as governmental funa fiaOifities atlun" S-q ZO1O which is thedate when resources were available in the O"Ut 
""ri"" trni. --'

Notes payable, obligations under capital leases, compensated absences, and legalctaims and judgments are recorded onty wf,"" ti"v ,Jtri" f*iei payment is due).

certain accounts payable intergovernmental payables and other accrued riabilitiesnot_due and pavabre (no matured) or not nor,naity eip"cilJil-ie riquraatea in turtand in a timery manner with avairabre and o j"nJiri"-ti**iur resources, arerecorded in the accompanying statement of net assets. Such iiabitities are recordeain the governmental funds when tfrey mature.- erecffi piichase orders andcontracts are recorded as a reservation ot tunu oatance in itr.e 6iis.
The measurement focus ol the GFFS is on decreases of net financial resources(expenditures) rather than expenses. Most expenditures are-measuraote and arerecorded.when the retated governmental fund ti;bitity is incuriea. Ilrocation of costs,such as depreciation and amortization are recoroea in tie a"ioi-puiying st"te."nt otactivities. but are not recorded in the acco.panying Cfpi.

E. Assets, liabilities and net assets

1. Cash and. cash equivalents, and.cash with fiscal agent_ The Municipality,s cash andcash equivatents are considered to be cash on ha;d, de;;;;;Jposits, and short_term.invesrments wrth originar maturities ot $ree monrtrs oileli from the date ofacquisition.
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1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pOLtctEs (coNTtNUED)

Cash with fiscal agent in the debt service ,und represents special additional propertylax co ections retained by the Commonwealth oi pr"rto ii* 
"ni 

restricted for thepayment of the Municipality.s debt service, as established ly taw. etso, cast wittrfiscar agent consists of unused proceeds ot rorJa 
""d-'"oiis issued for theacquisition of equipment and construction of malor capitai impror"rn"n,a.

2. Receivabres and payabre". Activity between funds that are representative ofrending/borrowirg arrangements outstanding at the end J the fiscar year arereferred to as either "due tolfrom other fund;" 1i-"., tf," "*r"it portion of interfundloans) or .advances to,/from othe. funds, (i.e., it 
" 

non.urr*f iortion of interfundtoans). A olher outstanding batances between rrra" 
"* i"p"^[i as .due tofromother funds."

Advances between funds, as reported in the fund financial statements, if any, areotfset by a fund balance reserve account in applicable governmental funds toindicate that they are not avaitable for upp.iri"ti""- 
",ia- "re 

not expendabteavailable f inancial resources.

Receivables are staled net of estimated allowances for uncollectible accounts,which are determined, based upon past coflection experience anJ current economicconditions. tntergovernmentat receivables i" the c;;;;;i-i;;J represent mosuycontributions from the puerto Rico Electric po*", lrtf,ority, 
"frich 

contribute aspecific percentage of their revenues as payment in lieu of taxes. lntergovernmenlal
receivable in the special revenue fund ,"pi"."nt urnornG orrJl to tne fuunicipatityfor reimbursement of expenditures incurr"a pr..r"ntio i"a"i"if, irno"o progr"r".

3. lnventories lnventories in the general fund is recorded as expenditure and,consequen y, lhe inventory is not recorded in the statement ;f n"t u""et".

4. Capital assetg Capital assets, which include property, equipment and infrastructureassets (e.9., roads, bridges, sidewalks anJ simifai items), are reponeO in thegovernmental activities column in the governmental-wide ,in;n;ial statements, TheMuni"iparity defines capitar asset as assets r"itr an initiai-inairiauar cost of morethan g2S and an estimated useful lite in 
"r""o oi or"'V"lr. 

-Sr"h 
""s"t" "r"reported at historical cost or estimated historical cost if purctraseO or constructed.Donated capitat assets a.e recorded at estimatea rair #;;;;i;" at the date ofdonation.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

The cost or normar maintenance and repairs that do not add to the varue of the assetor materta[y extend assets lives are not capitalized. Major ou ays f;;iitut 
".r"r"and improvements are capitalized as projects are constructed-
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1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pOLtCtES (coNTtNUED)

Capital assets ot the Municipality are depreciated using the straight_line method ove,the following estimated useful lives:

lJsefulLite

20 yea6
30 to 50 years
20 to 50 years

8 yea.s
5 to 20 yea6
3 to 5 yeaE

5. Deferred levenues - ln the GFFS, deferred revenues arises when one of the follor{ingsituations occur

a, Potential revenue does not meet both the "measurable, and .available" 
criteriafor revenue recognition in the current.period (unavailable revenuej. as previousty

discussed, availabte is defined as due (or past auey at lune-5o, 2011 andcollected within 60 days thereafter to pai obtigati;ns aue-ai lune gO. tnsubsequent periods, when both criteria ar",nit, tt e-ti"Oitity ioia"i"rrea r"renre
is removed and revenue is recognized.

b. The Municipality receives resources before it has a legal claim to them(unearned revenue). ln subsequent periods, when the rlvenue recognitioncriterion is met, the liability for deferred revenue is ,uror"J 
"no 

revenue isrecognized.

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

6. Long-term obrigations The liabirities reported in the government-wide frnancial
statements included generaland special obligation bond;nd notes, and other long-term liabilities, such as vacation, sick teave, litigation, tong+erm iiaOliities to ottrergovernmental entities and landfill closure and poit closure cire costs.

ln theJund financial statements, governmental fund types recognize bond issuances
cost, during the current period. The face amount of alit i""uei is ,"ported as otherfinancinEi sources, whire bond issuance costs, whether or nol withherd from theactual debt proceeds received, are reported as expenditures in tne leneiaftuna.

Noninterest bearing notes payable are accounted for under the provislons of OpinionNo. 21, Irterest on ReceiyaDtes and payabtes, issuea Oy tne iiu;ng princtples
Board (APB No. 21).

Descriotlon

land improvements
Buildin€F and sfte improvements
lnfrastructu re
Vehicles
Fumiture and tixtures
Machinery and equlpment
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1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG poLtctEs (coNTtNUED)

According to ApB No. 21, the Municipality has recorded such notes at present valuewith an imputed interest late that approximates ttre rate itraiwiuta nave teen useO,using the same terms and conditions, lf it had been n"goti"il-Oy un inaepenJeni
lender. In the accompanylng statement of net asse( 

"ua-i, 
no,* payable arereported net of the appricabre unamortized discount, whicir is the difference betweenthe present value and the face amount of the notes. The discount ts amortized overthe rife of the notes using the effective interest mehoa. lmortizafion of the notesdiscount is recorded as part of interest expense in ttre statemeniot acttvities. tn ttreGFFS, notes dlscount is recognized as o rer financlng uses auii-nJtn" 

"urrent 
perioa.

7. Leases. The Municipality classifies its lease agreements either as operating orc€pitalleases according to Statement No.L3, Aciountingfor ieases, issued by FASB(FASB No. 13). capitar rease agreements are generaflfnon-cancerabre and rnvorvesubstance ovel form, the transfer of substantiilly aff 6enetitslO risks inherent inthe ownership of the leased property, white opjrating fea;s ;o not invotve suchkansfer. Accordingry, a caprtar rease Invorves the recorJing Jan asset ano a retatedtease obligation at the inception of the tease. laora"ini io ilSg No. 13, t"Munlcipality classifies a lease ageement as a capital teai if at its inception theIease meets one or more of the following four critelia:

COM MONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOIES TO BASTC FtNANC|AL STATEMENTS (CONTTNUED)
YEAR ENDED JUNE 30, 2011

By the end of the lease term, ownership of the leased property istransferred to the Municipality.

The lease agreement contains a bargain purchase option.

The lease term is substantially equal (75 percent or more) to the
estimated useful life of the leased property.

At the inception of the lease, the present value of the minimum teasepayments, with certain adjustments, is 90 percent or more of the
estimated fair value of the leased property.

Although the Municipality is plevented legally from entering into obligations
extending_ beyond one fiscal year, most capital lease agreeme;s entereO by theMrli"ip:tj,y contain fiscat funding ctauses or cance atiJn 

"i"r""" 
ir,ui r"x" ,.cor-rlnuation of the agreements subject to future appropriations. Leases that meet atleasl one ol the aforementioned four Criteria and have a fiscal funding Or acancellation clause have been recorded.as capital leases in th" 

"""o.p"nying 
eWfS

:l::: i""l'l!lT:d_:f invoking.rhe provision is considered remote. rhe'wru'niciparity,s
rease agreements do not incrude contingent rentar payments or escaration crauses.
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1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG poltctEs (coNTtNuED)

ln the GwF-s, the obrigation under capitar reases is recorded at the resser of the
estimated fai. value of the leased property or the present value of the minimumlease payments, excluding.any portion representing executory costs and prorit
thereon io be paid by the lessor. A portion of each- minimum lease paym;nt isallocated to interesl expense and the balance is applied to reduce the lease
obligation using the effective interest method.

ln the GFFS the net present value of the minimum lease payments at the inceptionof the capital lease is recorded simultaneously as:1t1 eipenaitures and (2) otherfinancing sources. Minimum lease payments ire recordea as expenditures in the
GFFS.

8. Comt-rensated absences. Employees accumulate vacation leave at i, iate of 2.5 daysper month up to a maxlmum of 60 days. Unpaid vacation fime accumulated is fuily
vested to lhe employees from the first day of work. All vacation pay is accrued when
incurred in the government-wide financial statements. Emptoyees accumulate sickleave at a rate of 1.5 days per month up to a maximum of 90 days. ljpon
retirement, an employee receives compensation for all accumulated and u;paid sick
leave at the current rate, if the employee has at least 10 years of service with the
Municiparity. A[ sick reave pay and sarary rerated benefits a;e accrued when incurredin the governmental-wide financial statements when the emptoyee meets such
criteria.

9. claims and judgmente The estimated amount of the riabirity for craims andjudgments, which is due on demand, such as from adjudicated or setfled claims, is
recorded in the general fund when the liability is incurr;d.

lo.Fund balances- ln the currenl year, the Municipality adopted the provisions of GASB
Statement No. 54, Fund Batance Repoftin! and Givernmentat iu'nd Type Detinitions
(GASB No. 54), which enhanced the ,sefulness of fund balance information byproviding clearer fund balance classifications that can be more consistenfly applied,
This statement establishes fund balance classifications that comprase a hierarchy
upon the use of the resources reported in govetnmental funds.

Pursuant to the provisions of GASB No.54, the accompanying GFFS report fundbalance amounts that are considered restricted, 
"o..ittEa, 

assigned, and
unassigned, based on the relative strength of the constrains that control h;w specific
amounts can be spent, as described as follows:

a. Noospendabre - Represent tesources that cannot be spent readily with cash or arelegally or contractually required not to be spent, including but not timited to
inventories, prepaid items, and rong rerm barances of interfurid roans and accounts
teceivable.
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1. ORGANTZATTON AND SUMMARY OF StcNtFICANT ACCOUNTTNG pOLtCtES (CONTINUED)

b. Restricted - Represent resources that can be spent only for the specific puposes
stipulated by constitutional provisions, external resource providers (externally
imposed by creditors or grantors), or through enabling tegislation (that is, tegistation
that creates a new revenue source and iestricts its use). Effectively, restrictions may
be changed or lifted only with the consent of resource providers.

c- Committed - Represent resources used for specitic purposes, imposed by tormal
action of the Municipal's highest level of decision making autho.ity (Municipal
Legislature through resolutions and ordinances) and can only be changed by a
similar law, ordinance or resolution, no later than the end of fiscal year.

d. Unassigred - Represent the residual classitication for the Municipality,s general
fund and includes all spendable amounts not contained in the other classifications.
ln other funds, the unassigned classification is used only to report a deficlt balance
resulting from overspending for specific purposes for which amounts had been
restricted, committed, or assigned.

Negative tund balance amounts are assigned amounts reduced to the amount that
will raise the fund balance to zero. Consequenfly, negative residual amounts in
restricted, committed and assigned fund balance classifications have been
reclassiried to unassigned fund balances,

The Municipality reports resources constrained to stabilization as a specified purpose
(restricted or committed fund balance in the general fund) only if: (1) such resources
meet the other criteria for those classifications, as described above and (2) the
circumstances or conditions that signal the need for stabilization are identified in
sufficient detail and are not expected to occur routinely. However, the Municipality
has not entered into any stabilization-like arrangements, nor has set aside material
financial .esources for emergencies and has not established formal minimum fund
balances amounls as of for the fiscal year ended June 30, 2011.

ln situations when expenditure is made for a purpose tor which amounts are
available in multiple fund balance classifications, the Municipality generally spends
committed resources first, and then unrestricted resources.
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1. ORGANTZATTON AND SUMMARY OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Within unrestricted resources, the Municipality generally spends committed
resources finit, followed by assigned resources, and th;n unassigned resources.

11. Net Assets

Rest.icted net assets have been reported pursuant lo the provisions of GASB
Statement No. 46, Net Assets Rest/icted by Enabting Legistaiion (GASB No. 46).
Those net assets consist of net resources restricted by;xte;al parties (such as debtcovenants, creditors, grantors, contributions, laws or regulations of othelgovernments, etc.), or net assets for which constraints aie imposed by the
constitutional p,ovisions or enabling legislation.

Enabling legislation consists of legislation that authorizes the Municipality lo assess,
levy, charge or otheruise mandate payment of resources (from external resourceproviders). Enabling legistation estabtishes restrictions ii it includes a legaly
enforceable requirement that those resources be used only for the specific purposd
stipulated in the legislation. A legally enforceable enabling legislation restriction is
one that a party external to the Municipality (such as citizens, fublic interest groups,
or the judiciary) can compet the Municipality to honor. The Municipatity periodica y
reevaluates the legal enforceability ot an enabling legislation to determine if any oi
the resources raised by the enabling legislation are uied for a purpose not specified
by the enabring regrsration or if the Municiparity has other cause for consideration,

The classification of restricted net assets identifies resources that have been
received or earned by the Municipality with an explicit understanding between the
Municiparity and the resource providers that the resources wourd be used for specific
purposes. Grants, contributions and donations are often given under those kinds of
conditions. Bond indentures also often limit the use of bond proceeds to specific
purposes.

lnternally imposed designation of resources, including earmarking, are not reported
as restricled net assels. These designations consist of management,s plans ior the
use of resources, which are subject to change at the discretion of the Municipal
Legislature.

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

a. lnvested in cap,ta, asrets, net of rctated debt Consist of capital asset balances
nel of accumulated depreciation and outstanding balances of any bonds, notes
and other borrowings that are attributable to the acquisition, construction, ol
improvement of those assets. This category should not include cash that is
restricted to capital assets acquisition o, constructior (unspent bond proceeds)and any unamortized debt issue costs.
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1. ORGANTZATTON AND SUMMARY OF StGNtFtcANT ACCOUNTTNG poltctEs (coNTtNUED)

b. Restficted ,et assets: Represgn! nel assets that are subject to rest.ictionsbeyond the Municipat,s_controt. ffr""e in"fra"'i"stj"ii"i"in", are externa yimposed (by creditorc, granto6, contrioutors, orLws aii-regutations ot othe,governments) or reskictions. imposed by tf," 
-f"*- 

if,r*gh constitutionalprovisions or enabting tegistation lincfuainj enioring'i"gi;i;t,on passed by thegovernment itself).

c. Unrestricted net assets: Represent net assets that do not meet the definition ofnet assets invested in..capital assets, net of i"fut"j.O"of or restricted.Unrestricted assets are often d_esignateJt" i"ai""t"iili ."l"gement does notconsider them to be availabte for !en"r"r op"iuiion". i#e-types ot constraintsare intemat and management can remov" ;, ,;ifyil;;. D"signations are notreported on the face statement of net assets.

l2.Accounting for pension Coste_ On ,uly L,2OO7, the Municipatity adopted theprovisions of cAsBs No. 50, persion oir"r*r.e';hi"h u;;i]rieo eAsBS ruo.27,Accountins, ror pensions b,.-:l?t".:rd L.;i-;;;r;;;;;;;;;:tryers. by requirinsdiscrosure of how the contractuafly required contribuiion raie is aetermrnea uygovernments padicipating in mutti€mptoyer cost€haring ;;r,rio-n prun".

The Municipality accounts for pension costs from the standpoint of a participant in amutti€mptoyer 
.cost€haring. pran. Accoraingiy, ;";il;-;;;; -r""ognized 

in theaccompanying basic financial statements iie equat to th-e-statutorily requiredcontributions, with a tiabitity recorded for unV ,npuii-&uired'ioitriortions.

For the purpose of applying the.equiremenls of GASBS No. 27, the statecovernment of puerto Rico-is consideied to l" ti" ;;;;r'; the Emptoyees,Retirement system of the Government ot ir"rto-.n-i"o.ii-Jir, ,r"uurnun,"li i""(ERs) and system 2ooo, a mutti_emptov". 
"o"iir,"riiJi"iir! iJn"r,, pension ptanand a hybrid defined contribution prin, ,e"pe"tir"rv, i,i*ii.i'tiJ'urproy""" ot ,"Municiparity participate. The Municiparity is co*ii"i"J 

"'p"iiip"nt, and not asponsor, of these retirement systems since ttre majority of ihe particlpants in fheaforementioned pension trust iunds 
"r" .rpiov".lliirr-" co-vJrnment ot puerto

Rico and the basic financiat statements ot such ietiier"ni 
"iJt"-." ur" p"rt or tn.financiat reponing entity of the cove.nm"nt of ir;,;;;;.' -,-'""

13. lnterfund and intra-entity transactione The Municipality has the following types oftransactions among funds:
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1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG poLtctEs (coNTtNUED)

a. operating Transferg Legafly required transfers that are reported when incurredas .Operating transfertn, by the recipient funo u"J 
".iirpliur,"S uansfers-out"by the disbuEing fund.

b. lntra-Entity Transactions_ Transfers between the funds of the primarygovernment are reported as interfund transfers with *"liruOf"" and payablespresented as amounts due to and due from otfrer funas.--- 
'-

14.Risk financing

The Municipality carries commercial insurance to cover casualty, theft, tort claimsand other losses. lnsurance 
.policies are negotiated by the puerto Rico TreasuryDepartment and cosrs are atiocated g_or;;i l;; il;ni"ip",,i[" o, puerto Rico.cost of insurance altocated ro.the lvtunicipariiv anj aeaucieliirn'tt 

" 
groo prop"nytax colections by rhe cRtM for the yeai *i"a lr* ad, ioii',o $l+o,zog. rh"curent insurance poticies have not beln can"err"a oiier.in"iJ

The Municipality carries insurance coverage for death and bodily injuries caused bythe automobile accidents. The insuranie is 
"li"ir"J-ri-r"rgr, the AutomobileAccidents compersation Admiriskati", (AACAj, 

' 
;-;mil?enr unit or tlrecommonweatth of puerto Rico. rtis insur"n""l"-"oirroJ" i5, 

"i, 
ticensed vehictesused on public roads and hi4hways in puerto Rico. ff," 

"ni,r"f 
pi".irln is $35 perticensed motor vehicte, wtrich- is piid aire;ty i;ffiA."" 

s'!n'!uq' P',

The Municipality obtains workers, compensation insurance throuEih the Statelnsurance Fund corporation tsrrcl, a c#ponenl -i#;; commonwealth ofPuerto Rico. This insurance covers workers against injuries, disability or deathbecause of work or emproyment-rerated acciaeni", oiL""'"r"iliittness suffered asa consequence of their employment. Cost of insurance allocateJ to the Municipalityand deducted from the gross property tax coflections oy itre-rvtunicipat nevenuecoflection center (cRrM) foi the year endea lune so, zoii'amo-rni"a ,o $zos,ozg.
The Municiparity obtains unemproyment compensation, non-occupationar disabirity,and drive6' insurance coverage ror its emptoyeei ' ir,iorli i"rior" inaur"n""programs administered by the Commonwealth of iuerto Ric;tDepanment of Laborand Human Resources (DoL). These insurance programi-iie-l worxers againstunemptoyment and provide- supjlementary insrraice ;";;;" for temporarydisability, or death because work or employment_retateJ a-cciAents or non_occupational disability and drivers, insur"nc" pi".iu.s 

"ie 
p-aia jirecuy to oOL on acost reimbursement basis.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASIC FINANCIAL STATEMENTS (CONNNUED)
YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pouctEs (coNTtNUED)

Under Act No. 63 of June 21 2010, the Legislative Assembly of the Commonwealthof puerto Rico, authorized *re. municipatitiei i; ;r;;; ;;;"rage at their owndiscrelion a[ insurance policies, in"iraing tf,oi"-i"f"i"f,'-to"n""rft plans been
f:-r.:tl- ! !h:-..rnicipat employees. rrre rvrunicipaiity a]so ootains meaicartnsurance coverage rrom one health insurance company fo; its;mptoyees, Ditferenthealth coverage and premium options are negotiatJJ e'aih y;r by the Municipality.Premiums are paid on a monthty basis directfv-to ifreln.suran'cicornpany.

15. Use of Estimates

The preparation of financial statements in conformity with UScAAp requiresmanagement to make es mates and assumptions that aliect the reported amountsof assets and riabirities and the disctosure oi conti,r!eni"*"i" *a riabirires at thedate ot the financiat statements, and the .p",il ;;;;;;'of revenues andexpenses durlng the reported period. Actual Lmounts coulO- aitfer from thoseestimates.

2. CASH AND CASH EQUIVALENTS

The Municiparity maintains its deposits in various commerciar banks rocated ln puerto Ricoand.covernment Devetopment Bank for puerto Rico (cDir. 
-;;;;;" 

from bonds andfunds retared to certain grant awards are ,equrr"a oira"ioii r,Lij 
"iii, 

ioe.
The. Municipality adopted the provisions of GASB Statement No. 40 (c SB No. 4O), Depos,tand tnvestment Risk Disctosure, an Amenament to GASC iiatemeiiii's. rnb 

"tut"tn"ntrequires that. state and rocar governments discrose essenflar risk intormaflon aboutdeposits and investments. The disclosure ,equir";nents corei;r;;;; areas: (1) creditrisk, (2) interest rate risk, (3) custodiat credit risr<, fal toieiin'eicilg"'lrpo"ur".
Credit risk - This is lhe risk that an issuer or olher counterparty to an investment will notfulflllits obrigitions. In compriance.with the raws and ,"gr[fl;;"; ih; commonwearth,the Municipatity has adopted, as it,s custodtat und 

"r"d"il 
;;; ;];r, ,n" Srrr"_"r, oflnvestment Guidellnes for the Govemment of the Commonneaii or puetto Rico.Accordingrv the Municiparitv invests onrv in oorigatrons 

"i;;;;;;;;r""rth, obrigationsof the United States of America, certificates -of a"pr"it", 
"olnrn"*iui 

paper, bankers,
l99elt3n:.es,^1_in- 

poots of obtigations of the municipatitie" or ir"rto Rico, which aremanaged by cDB. According to the aforemen oned investment luiaeiines, tne fUuni"ipatitydoes not invest in marketabte securiries or any types 
"i 

i"r;;;;i;;;;*htch cledit riskexposure may be significant. Therefore, the Mu;iciparity's man"gur"ni t 
"" 

*nara"a tnutthe sk rctated to any possible loss retated to'defauls Oiii.r".af banks on theMunicipality's deposits is considered low at June 30, 2011.
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2. CASH AND CASH EQUTVALENTS (CONTTNUED)

lnterest rate risk - This is the risk that changes in interest rates of debt investments willadve.ely affect the fair varue of an investme-nt. The rurni"ip"riiv r"iug"s ils exposure todeclines in fair varues by: (1) not incruding debt rnvestment!, in-its irwestment portforio atJune.3o, 2011, (2) rimiting the weightea average maturity ot ii" inr""tr"nt. to rtr".months.or ress, and (3) keeping most of its bani deposits in iniliJ" o"",ing 
""cornt"generating interests at prevaiting market rates. At June eO, zoii, tfre ULiicipatity;iinvestments-in certificates of deposits are recorded ut 

"oat, 
*t i"t up-proximates their fairvalue. Therefore. the Munrciparity's management has concruded that;i June 30, 2011, theinterest rate risk associated with tht Municipality,s castr anJ c""f, 

"quir"t"nt" i"considered low.

Custodial credit risk - ln the case of deposits, thls is the risk that in the event of a bankfailure, the Municiparity's deposits may not be recovered. pursuant to the statement oflnvestment Guidelines for the Government of the Commonwealth ot puefto Rico thebalances deposited in commercial banks by the Municipality 
"r" 

in"rreO by the FederalDeposit tnsurance Corporation (FD|C) gen;raly ,p to a ,i.r"iirum of $-25O,OOO p;;
depositor.

ln ad.dition, public ,unds deposited. in.commercial banks by the Municipality are fullysecurities pledged as collateral are_held, in the Municipality,s name, Oy ttre agents of theCommonwe€lth's Secretary of Treasury. Deposits "iti COg- "," uninsured anduncollateralized. However, no losses related to defaults by GDB on ;eposit transactions
have been incurred by the Municipatity through June 30, 20i1. Therefo;, the Muntcipatity,s
management has concluded that at June 30, 2011the custodial credit risk associated withthe Munlcipality,s cash and cash equivalents is considered low.

Foreign exchange risk - The risk that changes in exchange rates wifl adversely atfect thevalue of an investment or a deposit. According to iie aforementioned investmentguideline-s, the Municipality is prevented from invelting in forelgn iecurities or any othertypes ot investments in which foreign exchange risk exp6sure maf Ue sijniticant.

Accordingly, management has concluded that the foreign exchange risk related to theMunicipality's deposits is considered tow at June 30, 2011:

Under Commonwealth of puerto Rico statutes public funds deposited in commerctat banksmust be fully collateralized for the amount deposited in excess of federal depositoryinsurance. All securities pledged as collateral are held by the Se;l;ry of the T,easury ofPuerto Rico, ln addition, the Municipallty maintains deposits witir ttre Government
Development Bank for puerto Rico (GDB)
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
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2. CASH AND CASH EQUIVALENTS (CONNNUED}

Maio, Governmentat Funds

Ge.eEl O€btseryieFund Fund

17,615,996 1L,977,22A ! ,"680,433 t1t,273,657

7.342.034 7.419.09,6 7A.s23 14.8l39.b13

9?p1939q 
']4]p3! _-!9,316?84 $a1!qeil jl2914?7L

3. RECEIVABLES

a. Municipal L,cense Iax - The Municipality imposes a municipal ticense tax on allbusinesses that operate within the ruunicipaiity, wrrict are loi tota y or partiafly
exempt from the tax pursuant to the Industrial Incentives Acts of G Commonwealth ofPueno Rico. This is a self-assessed tax based on the busin"s_s ,otrm" in gross sales asshown in the tax return that is due on Aprit fS ot eactr year. irtiii"" ,itt 

"ut"" "otra"ol $1,O00,00O or more must include auditea tinanciat itaiemlns iJge rer wittr ttre taxreturn. During the fiscal year ended June 30, 2011, lhe tax rates were as follows:
1. Financial businesg 1.50% of gross revenues

2. Other o,ganizations O.SO% of gross revenues

Any taxpayers that have been granted with a partial tax exemption under any of the taxincentive acts of the Commonwealth ultimat;ly pay muni"ip"i ii""r,s" t"""" 
"t 

,"arc"atax rates, generally between 60 percent and 9O percent unJer standard rates.

This tax is due in two equal installments on July l and January 1of each fiscal year. Adiscount of 5% is allowed when fu payment ii made on oi Oetore Aprif 15. Municipal
license tax receivable of 937,241 repiesents filed municipal ticense tax returns that
were uncollected as of June 30, 2011, net of allowance for uncollectibte accounts.

Municipal ticense taxes collected prior to June 30 but peftaining to the next fiscal year
is recotded as defered revenues.

b. Prop.efty raxes - property taxes receivabre recorded in the generar and debt servicefund amounted to $2,800,910 and $669,325 respectivety.

c, Municipal sares ad use taxes - Municipal sales and use tax
represents filed municipal sales and use tax returns that wete
30,

receivable of $9S,S88
uncollected as of June

20L1_.
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3. RECETVABLES (CoNT|NUED)

d. lntergovernmenta, Receiyabres _ lntergovernmental receivables and payables recordedin the accompanying GWFS and cFFS;re as follows:
Pro€ram Des.rtotion:

Law No. 52
OMEB (lnfomatlon Network tnfrastruciure)
TAPI - ('Iransportaci6n Alema personas;n hpedlmentos,)

Total

e. Federal Grants Receiyat,e. Federal grants recelvable in other governmenlal fundsrepresents expenditures incurred not yet reimbursed by the passthiough grantor.

Following is a detail of the federal grants receivable:
Govemmentat Enittv

Child Carc - SENDEC
Even Stan progdm
Amerien Recovery and Reinvestment Act - Ch[d Care
Trafi ic Saf ety Commisston

Totat

4. INTERFUNDTRANSACTIONS

lnterfund receivables and payables at June 30, 2011are summarized as follows:
a. Due fromlto other fund:

E!!4

Other Governmentat Fund

Total

b. Transfer in/out to other fund

Follotfling is a summary of intefr/nd transfers forthe yean

Transfer in p!!!gSC

Receivable Fund

$ 89,830
171.536

s lo,.:166

A!!gtl!l
$ 347s1

12,!93
tt5

l- 42059

A!oe!_nt

$ 112,505
L7,A76
3,450
4.540

$1L2J4

Pavable Fund

$ 17r.536
189.A30

L394398

A!oo!!!

$ ,.7,10,494

19,623

4,471,640

L6,63i"7e1

TEnsfe. out

capital ProjectB

Other Govemmentat Transfers fun& to cover payrol andFunds retated expens€s.

Iranslers funds to cover capta I poects

TransleB funds to cover opemtng
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5. CAPITAL ASSEIS

Capital assets; those with an estimated useful live of one year or more from the time ofacquisition by the Municipatity and a cost of g25 or more, arl-piiriraiiii runAea tnrougrr 1reissuance of long-term bonds and-toans. 
_ 

A 
"r.rnurv' 

oi-Jupiaui l"r"" and changesoccurring 
.in-.2O?r, including those. changes pursuant to tne imifeientation of GASBStatement No. 34, follows. Land and conitruction in progr"J"-ure not subject todepreciation:

Gove rnmental Activities:

Capital asset, not being depreciated:

Conslruction in progress
Land

Total capital as.sets not being
depr€lciated

Capital asseE, being depEciated:

auiBings and buitding
improvements
lntrastructure and lnfrastructure
im provements
Idachirery, Equipment and
Iurniture
Cornputels
Vehicles

Total capital as.sets being
depreeiated

Less accumulated depreciaflon for:

Bui ldings and buitding
rm provements
lnf rastructure and lntrastructure
improvements
Machinery, Equipment and
furniture
Cornputers
Vehicles

Tctal accumulated depreciation

Total capital assets being
depreciated, net

Governmental activilies capital
assets, net

Retirements/
Additions Reclassifications

$ 2,934,604- $ (1:}5,7l.:1)

Balance
July 1, 2010

$ 20,791-2L5
12.298.955

33.090.170 2.934.604 i735.7A\

Balance
June 30.2011

$ 23,590,107
12.298.955

35.8A9.062

57,385,920

71,996,608
5,358,545

231,925
5.286.363

140.2s9.361

7,538,081

1,,674,707
248,A7L

5,76.2
150.2ir3

9.617.664

(25,08;

(372.306)

(397.369)

22,42;

372.306

394.733

(2.636)

$ 1€8348)

64,924,OO!

73,67!3a5
5,582,3s3

237,6A7
s.064.300

149.479.656

(14,4&1,468)

(27,5OO,5OO)
(4,669,210)

(1a9,158)
(4.793./t68)

t55.635,804)

84.623.557

$a B,1Z

(1918,974)

(2,563,190)
(273,632)

lL7,6LO)
t2LO.062\

r4.gtxt.468)

4.634.196

$1568€00

(2O,402,442)

(30,063,690)
(4,920,4L5\

(206,76a)
t4.63L.224\

(60.224.539)

89.255.117

$12Lr-44a79
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5. CAPTTAL ASSETS (CONTTNUED)

Depreciation expense was charged to ,unctions/programs of the Municipatity as,ollows:
Govehmental activi es:

General government
Public safety
Urban and economic development
Health and sanitation
Public houstng and welrare
Cuhure, recreatioh and educaflon

Total depreciatlon expense-governmental acuvities

ADesrt

$ 2,084,0a6
30,690

L,712,444
40,454
49,640

1.066.114

$iBrxl468
6. PROPERTYTAXES

The personar property tax is serf assessed by the taxpayer on a return which is to be firedby May 15 of each year with the Municipat n"reilr" Cofleaion Center (CR|M), igovernmental ertity created by the government of puerto Rico as part of ttre'tUunicipat
Governmental Autonomous Law of August 1991. Real prop"rty i"i-i" assessed by theCRIM on each piece ot real estate and on each building.

The assessment is made as of January 1ol each year and is based on curent values forpersonar property and on estimated varues as of 1957 for real propeny tax. The tax onpersonal property must be paid in fufl togethe] with the return by Ma;15. The tax on ,earproperty may be paid in two insta ments by July l and January i. the cRlM is responsibtefor the billing and colections of real and'personat property tai"" on O"f,"ff of utt tf,"munrciparities of puerto Rico. prior to the beginning oi eictr iiscar year, ttre cRrM informsthe Municipatity of the estimated amount oi propirty tax expectJ i; be co ect for theensuing fiscar year. Throughout the year, the citn,l iavancel tunds io ttre Municiparity
based on the ini al estimated collec ons, as modified ly tne luarte y revisions ofestlmates requlred law. The CRIM is required by law to prepaie a liquidation statement on
a_fiscal year basis, whereby a comparison is mide between the amounts advanced to they-T:il1i y ?9 amounts actua y coltected from taxpayers. Ttris pretiminary tiquidation
nas ro De compteted on a preliminary basis not later than three months afte; fiscal year
end, and a final liquidation made not later than six months after year-end, subject t; the
verification by its lndependent Auditors. tf the CRIM remits to ttre liuiicipatity pioperty taxadvances, which are less than the tax actually collected, a receivable lrom the CRlil isrecorded at June 30, However, if advances exceed the amount actually collected by thecRlM, a pavabre to the cRrM is recorded at June 30. rhe cRrM issueo the preriminary
liquidation noting that the advances exceeded co ections by $480,744 on an a egedinadequate procedure for the eslimate of revenues appticalte to ttre'iAlM liquidalion. ln
the government-wide flnancial statements, the entire amount has been recognized as longterm debt.
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NOTES TO BASTC FtNANC|AL STATEMENTS (COiTT|NUED)
YEAR ENDED JUNE 30, 2011

6. PROPERTY TAXES (CONTINUED)

On January 26, 2O0O, public Law N-o. 42 was enacted, which authorized the CR|M to obtaina toan up to $200,o0o,00o, and.for a term ,"rt" i,i"""liii'i6 ilin, to arrow tor trefrnancing of the debt thar the Municiparities of puerto Rr;;;;;; iitriitie cntu ari"ing tromfinal set ements oJ property tax advances ,"r"r" 
""Gf 

-*fi"aion"'it 
.rgf, fbcat yearended June 30, 2000.

The amounts that the Municipalities will collect f.om additional property taxes resul ngfrom increases.in the subsidy from the commonweartt oi iuerto'niiJio *re ruunicipartiesaae asslgned through this law to repay such loan. fne increase mltrts subsidy was theresult of the pubtic Law No. 238, enacted on August fS, fS99. 
'O; 

O"toU et L1,, 2OO1.,Pubtic Law No. 146 was enacred to amend pu-b c G; N"-;i i" extend the toanamortization period up to 30 years. Atso, on october tt, iooi, pJiI" r-", No. 172 was
:I.19d,.1" provide as an option for the Municipalities to in"fra"-tfr" debt that thel't':niciparities of puerto Rico havewith the c,trt,' arising rrom t,n"iliire.ent" ot propertytax advances versus actual collections for the fiscal ylu, 

"nO"a 
lrn"'aO, 2OO1 with theloan authorized through pubtic Law No. 4Z 

"n""tea 
on j"nrarvlO,i6dO.

On June 26 1997, pubtic Law Nol 21 wa.s glacted, which authortzing the CR|M, amongother thinEis, to sell the property tax receivables retatea to iaxpayers-'wtro owed propertytaxes from 1974 to 1996. such pro_perty tax receivaOtes wer!lui"f,""ro ov the pubtic
Financing corporaflon, a subsidiary oithicovernment o"r"ioprlit iunr, of puerto Rico(cDB) using the proceeds of a bond issuance executed foi!u*, puipos"s. saia r-a*im.posed the CRtM the obtigation to reptace uncottectifte profertlliiicervautes wittr anyvalid property. tax receivabte or equivitent in money. SuOsJqu;G'th" approval of theLaw.and to the sale transaction, it was detected ihut . 

"ui"tunti"f-p"rcentage 
of thereceivables sold were uncollecflble_ ln order to p-t""t tf," 

""ono]nic 
damage to thefinancial structure of municipatities caused by tfr" 

"rO"titrtLn 
-oi 

unco ectible taxreceivables with sound collectible receivables, on O"tobe, f1, ZOOf., iuOflc Law No. 146was approved and enacted, Through this Latv, the cRrM was authoiized to obtain a roanfrom any quarified rinanciar institution and pay rn aavance the outJniing barance of thebonds issued and any retated cost.incured-for re purctrase-Oy l'ii pubtic FinancingCorporation (a cDB subsidiary) of the tax receivabtes.

The Munlcipality is authorized by Act No. gl to impose and collect propeny taxes ,rom anynatural or tegat pe6on that, at January 1of each catend", yea.lij i"Lg"geO in trade orbusiness and is the owner of personat or reat property u;; i;irajJ'oioii"rn""s or 1z1 o*nsresidential reat propedy with a vatue in excess oi$1s,Ooo 1at l.sii ]nait 
"t 

pri"es1.

Personal property taxes are self-assessed by taxpayers every year using the book value ofpersonal property assets owned by the taxpayer at ianrurv i (ii"n; t"ry"aute) and reportingsuch taxable value through a personat property tax ,"tu,,i nJ on fvfiv 15 (due date andcollectlon date) subsequent to the assessmenl date. The total personai propeny tax rate in
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6. PROPERTY TAXES (CONNNUED)

force at June 30, 2011 was 6.8,"-ui,ingoio pli#i,#;,."'.r1f""fff:l"j#:ir::::f,':Xlr",1io;.,"",,uno ,n.

Real property laxes a.e assessed-::"I Jilyi,y 1 (tien; tevy date) and are based onestimated current vatues of the property, a*ratea to.Liliz i,arili-ir,""". Reat propertytaxes are due and colectibte .11"1Tg r anoluiv;;;;;il"iy"rr. rhe totat reatproperty tax rare in force at lune 30, 2o1i 
""" e.s5;"i""iii"i *iiJi s.os p"r""nt i" puia

:] :"iffJ,".;."" 
the remaining 0 2b fi;;il"-;r;"';;;';;;;';'!l"n,n*, or rreasury.

Residential real property occuDied by. its_owner (not engaged in trade or buslness) is
iiiilSlrtl??"r1"'"rtv 

taxes onlv on the rirst srd,orio 
"?-ti" "*essea 

varue 1at i-sisi

For exempt amounls, the DeDartt
r+.g n"iiiii 

"*i'i"r,'o ffiHl'[?"j.,?*:1.,H ?:]Tfi :1"r.'3#:]1,r,Ji:"":$: Elproperty assessed for tess than $g,soo 1at fssi .";[ p-r.i"-;;, ,o"r-lrn,"f, no payment ismade by the Department of Treasury.

lrcluded within the total personal.and real property lax rates of 6.g3 percent and g.g3percent, respectivery, there is a portion or *,"i"*r"tJ in ,,"-"ilo"rniiii.+o percent ttrat isrestricted for the Municiparitv,s debt service ,"qrir"."ri" iilond-s. such amounts arerecorded in the Municipality,s debt service fund.

Property tax revenues in the eeneral.€ndl debt service funds amounted to $13,g41,10gand $4.731917, respeaivety, ior the fisc"r },"", 
"na"J 

lri"!6.-ioirl..

7. MUNICIPAL SALES AND USE TAX

The Municipality imposes a sales and use tax pursuant to the provisions of the puerto Ricolnternat Revenue code, as amended..rr,e t"x 
"on"isi" 

oi ii""p"r"#'ir.oxl 
"n 

the satesprice of taxabte items or on rhe Durchase prices of aff usaje, 
.sioilj",r 

o, 
"on.rrnptron 

ottaxabte items, exctuding whotesaies..Ttre sates ana urle ;;i.-;;il1""""d tax colectedby the Municiparity through monthry taJ( returns due on the tweniilirr;y ot,re immeaiatefo,owing month. The tax returns are fited by th";;"p;;tir; ;;;in"'sr"iii,at 
"r" 

,"quir"a uylaw to withhold the tax ftom consumers on each taxable product or service.

:;fiTlj:a:?#:nues in the senerat fund amounted to $3,001,248 for the fiscat yeal
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7. MUNtctPAL SATES AND USE TAX (CONTTNUED)

The Commonwealth of puerto Rlco imposes a separate state sales and use tax of 0.5%,
which is imposed and collected by the puerto Rtco Treasury Department (PRTD) throu€ih
monthly tax returns due on the twentieth day of the immedirte t;llowing month. This 0.5%
tax is adminlstered by the Government Development Bank for puerto Ri;o for the tollowing
purposes: (1) 0.2% is deposited in the new.Muntcipat Debt Service Fund", skicfly fo;granting loans to the municipalities of puerto Rico, (21 O.2%. tot the cJeation of the
"Municipal Development Fund' % which wir be distributed among ar municiparities
pursuant to a statutory fotmula, and (3) 0.1 % for the creation of the.permanent
lmprovements Fund", to be dlstributed by the Legislature of the Commonwealth of puerto
Ric! to catry out public works and permanent improvement projects in the municipalifles
of Puerto Rico.

Accordingly, during the fiscal year ended June gO, 2OL1- the Municipallty recorded
intergovernmental grants and clntributions revenues in the debt service lund amounting to
$643,072, which represents the contributions collected from PRTD artsing from the O.-2%
portion of the state sales tax to be used to cove; future debt service payments of the
Municipality's bonds.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities at June 30, 2011are summadzed as follows:

8.

3 4,499,79a

1.376.O88

$ 107a,905 s 5,944,544

1.375.04a

9 5A75,8t6 L-1078905 i 165,811 r ?320.032

9. DUE TO OTHER GOVERNMENTAL ENTITIES

The amounts due to other governmental entities in the general fund include the following:

Governmental Entity

General Services Adminisratlon
Retirement System Adminbratton
Pueno Rico Telephone Company
Pueno Rbo Aquedoct and Sewer Authortty
Department of tabor-lJnemployment Program
State lnsurance Fund Crrporatlon
Puerto Rlco Treasury Department
Commonwealth of Puerto Rico Employee Association

Total

Amount

$ 625
312,420

9,s65
460,894

57,673
124,fi9

2,054,824
79.209

$.3503J23
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lO.DEFERRED REVENUES

Prodram Descriotion

Federat Program
Federat Transtt Adm iniskation
Food program

Community Devetopment Btock crant
Even Start
Communtty Service Block crant
Emergency Shelter
Chitd Care (SENDEC)

Total

11.LONG.TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2011, was as follows:

A. Municipal License Tax- The deferred revenues of g9,140,16g in the Eenerat fund relatesto municipar ricense tax coflecred in riscat year zriio-ii-tiai wiiti-e'earnea in riscaryeat 2OLL-12.

B. Federal Grants. The deferred I
rerqresents rhe ponion ot *a"i"r giJffi"i:ff::"ir,:l it:il "t;""",ffi;lll1l.t;:i:not been incurred. Dererred reven ues ,rom the federal governmJni?['u" tolfor",

A!oe!!l

$ 3,299
247

L92,372
65,290
14,984

9,7A2
47.557

l3373rl8

Descriptlon
Beginning

Balance, as
re5tated

Bofiowinels payments or Ending oue Wthin
or Addltions Deductions galance One year

Bonds Payabte $ 49.035.000 $ -
Notes Payabte 5,218,OOOCapitalleases 3.4OO
LIMS Repayment ptan $3.?56
Propeo tax debt 2,044,a95 480J44
Advances from CRtM -
Law No. 42
Compens€ted

Absences

Fotat

$ (3.05s,00o) s 45.9aO.OOO 93,405,000(31s.O00) 4,903.000 92.OOO
(3,4OO)

(100,994) s2.762 s2,7A2
1L,264.457) 1_26r.182 7ao,€a

Q:r4,774) 6,170,692 743,242
o09,4a1) 6,322,29s 71O,OOO

6,30s,465
6,443,55s 548.22s

$69244!72 $[28,9A9 $6,5&3106] $@1689,935 $5JA?-442

1. Legal Debt Margin- The Municipatity ls subject to a tegat debt margin requirement,which is equal to 10% of the totat ass;ssme"t *-p.p"rir i""ited within theMunicipality plus batance ot the ad valorem tur"" i, ttr"i"f,i.irv'i-Jfund, for bondspayabre to be repaid with the proceeds of prop"rty t"r" ,""tii"t"a-iii oeot service. tnadditio-n, before any new bonds a.eissuea,ir," r"r!nru. oiir,l iel]t s-errc" runo st outabe slfficienr to cover the projected debt servj"" ,"q"i;;;i. L;;;;rm debt, exceptfor the bonds payable, is paid with unrestricted funds.
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11. LONG-TERM LTAB|L|T|ES (CONTINUED)

2. Bonds and notes payable. The Municipality issues general and speclal obligation bonds
and notes to provide funds for the acquisition and construction of major capital
facilities. Bonds and notes payable outstanding at June 30, 2011 are as follows:

Desc ption
Balance at

lune30,2otl

1995 Public improvements bond for the construction of a capital asset wlth an
o ginal amount of $14,520,000 due in installments of $315,000 to
$1,370,000 through July 1,2014, wlth interest rangingtrom 6.11% to 7.71%

1998 General obli8lation bond for lnfrastructure construction \flith an orignal
amount of $18,825,000 due in installments of $260,000 to $1,635,000
through July 1,2022, with interest rangn€lfrom 4.86% to A.OO%

2000 General obliElation bond for construction or acquisition of capital assets
wlth an original amount of $11,85O,O0O due in installments of $315,0OO to
$1,170,O0O through July 12018, with interest rangngfrom 2.70% to 6.1:}%

2OO1 General obligatlon bond for construction or acqulsltlon of capital assets
with an original amount of $7,240,000 due in installments of $195,000 to
5715,000 through July 1, m19, with lnterest 6n6ingfrom 2.70%to 5.19%

2004 General obllgation bond Ior construction or acquisition of capital assets
with an oriEiinal amount of $10,45O,000 due in installments of $315,OOO to
$a0O,0O0 through July 1,2024, with interest rangingfrom 4.17% to 5.28%

2008 Special obliElatlon note for construction or acqulsltlon of capital assets
with an oriElnal amount of $5,067,000 due in installments of $79,OOO to
$407,0OO through July 1,2033, wlth Interest rangngfrom 1.53% to 7.00%

$ 4,900,000

1:},2a5,OOO

7,270,OOO

4,420,000

4,300,000

4,903,000

2009 General obllEiatlon bond for operational expenses wlth an odginal amount
of $7,4O5,00O due in lnstal,ments ol $125,000 to $610,000 through luty 1,
2034, with interest ran€llngfrom 5.00% to 7.OO% 7.4O5.OOO

Totar $loa&noo

These bonds are payable from the special ad valorem property tax of 1.75% which is
restricted for debt service and retained by the Government Development Bank fol
Puerto Rico for such purposes.

The special obligation note of $5,067,000 lor the construction of various projects, due
annual principal installments ranging from $79,000 to $407,000, plus interest due in
semiannual installments at variable rates (1.5% to 7.0%) through July 1,2033. This
note is payable with the revenues generated from the collection of the .03% of the
municipal sales and use tax imposed by the Municipality and collected by the Puerto

Department.Rico Treasury
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11. LONGTERM LTABTLTT|ES (CONTTNUED)

Annual debt service requitements to maturity for bonds and notes payable are as
follows:

Year Endlng
June 30, Prlncipal

2012
2013
2074
2015
2016
20L7-202L
2022-2025
2027-203L
2032-2035

Total

$ 3,497,OOO
3,763,OOO
4,04s,o00
4,3s2,O00
3,210,000

16,614,000
4,s95,000
3,470,000
3,3:|7,000

$ 2,592,800
2,747,L79
2,513,O23
2,259,529
2,040,456
7,297,5LL
3,365,763
L,9o7,7fi

444,505

$ 50,8a3,000 $ 25,O6E,916

4.

5.

6.

Capital leasee The Municipality is obligated under capital leases with third parties that
expire through 2011 for the acquisition o, machinery and equipment. At June 30,
2011, the amount ol $3,400 related to the leasgd machinery and equipment, is
accounted for as long-term liabil:ties.

LIMS Repayment Plan- During the fiscal year 2O0G2OO1 the Municipality authorized
the CRIM to retain the corresponding portion for the financing project of Land
lnformation Management System- LIMS, contracted by the CRIM. A total of $810,183 is
to be retained in ten yea6 period at an interest rate of 5.95% until November 28,
2O1l- At June 30, 2011, the outstanding balance is $52,762.

Property Taxes Debtg These amounts represents the balance owned to the Treasury
Department and to the Municipal Revenue collectlon Center ('CRlM") at June 30, 2011
as described in Note 6.

Advances from CRIM- This amount ,epresents the balance owed to the CRIM at June
30, 2011wlll be repaid through a financing obtained by the CRIM with GDB.

Compensated Absences The government-wide statement of net assets includes
approximately $4,114,931 of accrued slck leave benefits, and approximately
$2,207,368 oI accrued vacation benefits, repaesenting the Municipality's commitment
to fund such costs from tuture operatlons.

7.

12. PENSION PLAN

The Employee's Retirement System of the Commonwealth and its lnstrumentalities (the
Retirement System) is a cost€haring multiple defined benefit pension plans sponsored by,
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12. PENSTON PLAN (CONTTNUED)

and reported as a component unit of the Commonwealth of puedo Rico. All regular
employees of the Municipallty under 55 years ot age at the date of employment become
members of the Retirement System as a condition to their employment.

The Retiremenl System provides retirement, death and disability benefits pursuant to
leelslation enacted by the Commonwealth's legslature. Disabllity retirement benefits are
available to members for occupational and non{ccupational disabilities. Relrement
benefits depend upon age at retlrement and the numbel of years of creditable service.
Benefits vest after ten years of plan participatlon.

Members who have attained 55 years of age and have completed at least 25 years of
creditable service, members who have attained 58 years of age and have completed ten
yea6 of creditable service o, policemen and firemen members who have attained 50 years
of age and have completed at least 25 years of creditable service, are en ed to an annual
benefit payable monthly lor life.

Members are eligible for monthly benetit paymenG determined by the application of the
stipulated beneflt ratios to the membe/s average compensation. Average compensation is
computed based on the highest 36 months of compensation recognized by ERS. The
annuity, for which a member is eligible, is limited to a minimum of $30O per month and a
maxlmum of 75 percent of the average compensation.

Commonwealth legslation requires employees to contribute 5.775% for the first $55O of
their monthly gross salary and 8.275% for the excess ovet $ 550 of monthly goss salary.
The Municipality is required by the same statute to contribute 9.275% of the participant,s
gross salary. Total Municlpality contributions durlng the year ended June 30, 2011
amounted to approximately $1,303,197 this amount represented 10O% of the required
contribution.

On September 24, 1999, an amendment to Act. No.447 of May 15, 1951" which created
the Retirement System, was enacted with the purpose of establishing a new pension
program (System 2000). Employee's participation in the current system as of Decembel
31 1999, may elect to stay ln the defined benefit plan or transfer to the new progmm.
Persons joining the Municipality on or after January 1, 20OO, wiu only be allowed to
become members of System 2000. System 2000 will reduce the retirement age from 65
years to 60 for those employees who joined the current plan on or afterApril 1, 1990.

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan,
Undel lhis new plan, there will be a pool of pension assets, which will be invested by ERS
together with those of the current defined benelit plan. The Commonwealth of Puerto RIco
will not guarantee benefits at retirement age,
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The annuity will be based on a formula which assumes that each year the employee,s
contribution (with a minimum ol 8.275% to the employee's salary up to a maximum of
1O%) will be invested in an accourt which will either: (1) earn a iixed rate based on the
two-year Constant Maturity Treasury Note or, (2) earn a rate equal to 75% oI the return of
the ERS'S investment portfolio (net of management fees), or (3) earn a combination ol
boih alternatives. Participants will receive periodic account statements simirar to those of
defined contribution prans showing their accrued barances. Disability pensions wilr not be
granted under System 2000. The employer,s contribution (9.275o/o ol the employee,s
salary) will be used to fund the current plan.

lf at the time ot retirement accumulated benefits amount to $1O,OOO or less may elect to
receive a lump sum distribution up to the accumulated benefits. Under the new program
the retirement age is reduced from 65 to 60 for those employees who joined the cuirent
plan on or after April 1, 1990.

FundinePoficy

The authority under which the funding policy and the obligations to contribufe to the ERS
and System 2000 by the plans' members, employeE and other contributing entities (state
and municipal contributions), are established or may be amended by law.

Contribution requirements are established by law and are as follows:

Municipality
Employees:

9.275% of gross salary

Hired on or before March 31, 1990 5.775% of gross satary up to $6,600
8.275% of gross satary ove, $6,600

Hired on or belo.e April 1, 1990 8.275% of gross satary

Annual Conbibution

The Municipality contributions during those yeani are recognized as total pension
expendltures/expenses in the category of administration as lollows:

Fiscal veat

20LL
20ro

Law No. 447

$ 653,958

$ 562,933

Svstem 2O0O

$ 649,239

$ 552,160

These amounts represented the 100% of the required contribution for the corresponding
year. Additionally, changes made in the types and amounts of benefits offered by speciil
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laws and cost ot living adjustments, led to a one.tine recommended contribution to fundthe retroactive adjustment related to the changes.

Addrtionar information on the Retirement system is provided in its financiar statements forthe year ended June 30, 2011, a copy of which can be obtained ;rom the Retkement
System, Minillas Station, pO Box 42004, San Juan, pR OO94O.

1:I. RISK MANAGEMENT

The Property Division of the Municipatity is responsjble of assuring that the Municipatity,sploperty is properly insured. Annually, the property Division compii;s the information of allproperty owned and its respective market value. After evaluating this information, theProperty Division submits the data regarding the Municipality,s pr"ope.rties to the Area ofPublic lnsurance at the Department of the Treasurv of the cornmonwearth of puerto Ricowho is responsible for purchasing all property and casualty insurance poticies of all
municipalities, Set ed claims have nol exceeded commercial ;overage in any of the past
three fiscalyears.

14. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS

The GASB has issued the foltowing statements that have effective dates after June 30,20LLI

a. GASB Statement No. 60, Accourti,g and Financiat Repotting for Sery,.ce Concesisior
arraneemenb (cAsB 60). The requirements of this siatem;nt are effective for the
fiscal year commencing on July 1, 2011.

b. GASB Statement No. 61, the Frhancia I Reporting EntW (iASB 61). The requirements
of this stalement are effective for the fiscal yeariommincing atter.tune td, ZO::.

G.GASB Statement No. 62, Codification of Accounting, and Financial Repotting, cuidance
Contained in pt*Novembet 30, lggg FASB andat1pA pronouncements I'ASB 621-
The requirements of this statement are effective for the fiscal year commencinEl on
July 1,,2Or2.

d. GASB Statement No. 63, Financial Repofting Defefied Outflows of Resources,
Deferrcd lnflows of Resources and /Vet position. The requirements of this statement
are effective for the fiscal year commencing on December 15, 2011.

e. GASB Statement No. 64, Derivative lnstruments: Application of Hedge Accountine
Tetmination Provision (amendment to GASB Statement No. 53). The requirements oI
this statement are effective ,or the tiscal year commencing on june 15, 2011.

The impact of these statements on the Municipality,s basic financial statements has notyet been determined.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2011

15. COMMITMENTS AND CONTINGENCIES

A. FederalGrants:

The Municipality participates in a number of federal financial assistance programs
funded by the Federal Government. Although the Municipality's grant programs have
been audited in accordance with the provisions of the Single Audit Act of 1996,
through June 30, 2011, these programs are still subject to financial and compliance
audits by the granting agencies and the resolution of previously identilied questioned
costs. The amount, if any, of expenditures which may be disallowed by such audits
cannot be determined at this time, although the Municipality management expects
such amounts, if any, not to be material.

B, Claims and lawsuits:

16.

The Municipality is a defendant in several legal proceedings that arise in the ordinary
course of the Municipality's activities. Certain ot these claims are covered by
insurance. The administration believes that the ultimate liability, if any, lvould not be
significant. As a result, the accompanying basic financial statements do not include
adjustments, if any, that could result from the resolution of these legal proceedings.

SUBSEQUENT EVENTS

Act No. 94 issued on June 16, 2011 by the Legislature established an incentive plan for the
payment of real and personal property tax dues, beginning on July 14, 2011. This Act
provides an amnesty to all property tax payers forgiving all penalties, charges and interests
of the unpaid principal of pasgdue property tax liability. The period that tax payers have to
enjoy for such benefit is for exactly ninety (90) days beginning on July 14 through October
11, 2011. The unpaid property taxes coveled under this Act are those related to liscal year
20092010 and earlier (for real property taxes) and for 2008 and earlier for personal
property tax.

PRIOR PERIOD ADJUSTMENTS

A. GOVERNMENTAL FUND FINANCIAL STATEMENTS

The lollowing restatements have been made in the governmental fund financial
statements, which are reported as an adjustment to the beginning fund balances:

L7,
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NOTES TO BASTC FtNANC|AL STATEMENTS (CONnNUED)
YEAR ENDED JUNE 30, 2011

17. PRIOR PERIOD ADJUSTMENTS (CONTINUED)

Descdption
DebtSeryice Capital

Other

Fund balance beginning
Prior yea6 debts with theTreasury
Deparhent retated to income

Prior years debts wtth the Treasury
Oepartme retated to ercise tar
debt coresponding to the yea6
199&2009
Fund balance, b€gnning as

- 697.7a1)

- (a5I|.9151

l2J28.gE5 tl2-629€95 $lil3t_235 $ €.5il9JO6

$(5,937,6a:]) $2,428,8ss $ 2,62a,995 $ 1_33!235 g 10,4s1402

(397,7a1)

{L513.915)

$(z849379

B. GOVERNMENTAL-WIDE FINANCIAL STATEMENTS

The following restatements have been made in the governmental_wide financial
statements, which are reporled as an adjustment to beginning net assets:

Descriotion
Net assets, begnntng
To restate Gereral Lorll.tem li€!,][ries (xotes payaDle)
To prop€rly presents the Due to otier Eovemmentat entfles (Ircasury
Depaiment excise tax and income aa.rcs debs corespondtnl to the yeas
799e2OO9)

I,{A ass€ts, beglnning as resrated

&!el
$ 62,450,239

65,OOO

(1911,696)

l60ioa il
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAfrO

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
YEAR ENDED JUNE 30, 2011

BudEeted amouni (Budgetary Earis)
Flnal Budget

orlgnat Finat (see N;te 1) (Negative)
REAENUES:

Mu nicipal llcens€ tar
Construclion ercise tax

Charges for seMces
lntergovemmemd grant! and contributions
lnterest on depoclts and investments

O(PENDMJRES, ENCUMBRAXCESAND O'hER

Gene6lgovemment
UDan anal economic development

Health and sanitation
Culture, recreation and educatton
Public housing and economic devetopment
Operating tGnsfer to other funds

Total expenditures, encumbGnc€s and other
financinguses

gCESS (DEfICIE q"r) OF RB/E UES OVER (UNDER)
6(PENOMJRES, ENqJMBRANCES AND OTHER
FI{ANOI'|G SoUiCEs (USES)

$ 53.63A_220 S 53.638.220 $ 43.3i8t.376

$ 1j],80r",186
22,OO2,203

1300,o0o
7,503,sOO

s41345
5,953,141

165,000
2374.fi1

53.63a.220

29,2113il
4,790,054
3,633.704
s,aa33a0
3,936,062
2,1a3,670

$ 13,8014a6
22,OO2,203

1,300,000
7,s03,500

541346
5,953,141

165.000
2.37L501

sit.638.220

2tt,il7,776
7,772,L52
3,47q465
5,8{4,3a0
4,025,74:]
2,L72,544
1.740.49a

$ 13,84110a
!4,6A2,292
{39,,152
3,0012€

324,s20
3,243,205

454,3a:l
l-952.63/t

34.456.84:,

2\037,525
6,776,rca
2,944,6:t6
s,$4,461
3,575,1157
,.93i],661
t-740.49a

$ 39,622
(7,319,911)

39,452
(4,il2,252)

(212,866)
(2,709,93s)

303,383
1418.8701

(14.7a1377)

7,570,25L
995,414
530,A29
509,171
450,325
234.8s3

s 10.294.a44

$ (4.4a6.531

$ 3a,8s6,843
1,87!,640

S 1rt.486.5331
Erqlanation of Differences:

Sourc€Vlnfl ow3 of resources:
Actual amounts (budgetary basis)?vaflabte for appropdation, from the budgetary compartson schedute
ilon-budgeted tmnsf er in
Total revenues and other flnancing sources a3 reponed on the statement of revenues, erpendttures and
changes in tund balance

t s,e!/outflows of r8ources:
Actual amounts (budgetary basis)"torat charges to appropdations" from the budgetary compadson

Diff erencelbudEet to cAAp:
on-budgeted trdnsf er out

fl on{udget€d e4enditures
Total exp€ndltur* and other financing us€3 as reported on the statement of revenueB, expenditures, and
changes in tund balances

$-724J&1

$ 43,34ii,376

19,623
27\640

$ 43€3!r,639
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COMMONWEALIH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BUDGETARY COMPARISON SCHEDULE. GENERAL FUND
YEAR ENDED JUNE 30. 2011

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. BudAetarv Control

The Municipalily,s annual budgel_is irrepared on the budgetary basis of accounting,
which is not in accordance with USGAAP, and represents d;par ental appropriatio;
recommended by the Mayor and approved by the Municipal Legislature prior to the
beginning of the fiscal year. Amendments to the budget ;equirJ the appioval ot the
Municipal Legislature. Transfers of appropriations withi; the budget, kno;n as Mayor,s
Resolutions, do not require the approval of the Municipal Legislat;e.

The Municipality prepares its annual budget including the operations of the general
fund. For budgetary purposes, encumbrance accounting is used. The encumbrances
(i.e., purchase orders, contracts) are considered e^p"nditrr"" when incurred. For
USGMP reporting purposes, encumbrances outstanding at year-end are reported as
reservations of fund balances and do not constitute expinditures or liabilities because
the commitments will be honored during the subsequent year.

The unencumbered balance of any appropriation at the end of the fiscal year will lapseat the end of such fiscat year. Other appropriations, mainly capital project
appropriations, are continuing accounts for which the Municipar Legisratuie ias
authorized that an unspent balance from the prior year be carried fona/ard and made
available for current spending.

The annual budget as presented in the Budgetary Comparison Scheduleceneral Fund
is the budget ordinance at June 30, 2O1O representing the original budget. There were
no supplemental appropriations for the year ended June 30.2011.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIIO

SCHEDULE OF EXPENDITURES AND FEDERAL AWARDS
YEAR ENDED JUNE 30, 2011

Federal Grantoy'Passthrough
Grantor/Proefa m oi Cluster Title

Federal Pasethroug-
CFDA Entity ldentifying

Number Number Expenditures

* U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT:

Pasgthrough the Office ofthe Commissioner
- Ior Municipal Affairs:

Community Development Block Grant -
State's Pro6ram L4.22a $ !246,185

- Pass.through the Office of the Commissioner
for Municipal Affai6i
Community Development Block Grant

- State's Program - Recovery Act Funded L4,255 Not Avaitable 244,257
Pasgthrough the Puerto Rico Family
Department:
Homelessness Prevention and Rapid Re.

- Housirg Program (Recovery Act Funded) f4.257 NotAvaitabte 722,652

Total U.S. Department of Housing and urban

- Development 1,613,094

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Pass-through the Puerto Rico Family
Department:
Child Care and Development Block Grant 93.575 Not Avaitabte 267,64L

- Pass-through the Office of Administration Ior
Children and Families (Family Department):
ARRA - Child Care Program and Development

- Block Grant 93.7f NotAvailable 5a,472

Total U.S. Department of Health and
Human Services 326,513

U.S. DEPARTMENT OF EDUCATION:

Pass.through Puerto Rico Department of
- Education:

Ei,en Start - State Educational Agencies 84.213 338,745

r Total u.s. Department of Education

U.S. DEPARTIVIENT OF AGRICULIURE:

- Pass.through Puerto Rico Department of
Education:
Child and Adult Care Food Program 10.558

_ Total U.S. Department ofAgriculture

334,745

43,2L9
!3,2!9
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MUNICIPALITY OF CATAIiO
SCHEDULE OF EXPENDITURES AND FEDEML AWARDS

YEAR ENDED JUNE 30, 2011

Federal crantor/Pasethrough
Grantor/Program or Cluster Tifle

CFDA
Number

Pass.through
Entity

ldentifying
Number

Expenditures

U.S. DEPARTMENT OF TRANSPORTATION:
Direct ProElram:
Federal Transit - Formuta crants
Pass-through the Commohwealth of puerto
Rico - T.affic Safety Commission:
State and Community HiEhway Sarety

Total U.S. Department of Transportation

U.S. DEPARTMENT OF ENERGY:
Pasethrough the puerto Rico Energy
Affairs Administration:
Ener$ Efficiency and Conseruation Block
Grant Program (Recovery Act Funded)

Total u.S. Department of Ener$r

U.S. ENVIRONMENTAL PROTECTION AGENCY:
Direct Program:
Brownlield T.aining, Research, and Technical
Assistance Grants and Coopeaative
Agreement

Total lJS. Environmental protection Agency

TOTAL EXPENDITURES OF FEDERAL AWARDS

20.97

20.600

1,086,533

L1_,472

- 
iFSaFds

146,OOO
146,000

20,o00

- 
--z6Dbd

L-355s526

41.128

66.814
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAITO

NOTES TO THE SCHEDULE OF EXPENDITURES AND FEDERAL AWARDS
YEAR ENDED JUNE 30, 2011

1. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Municipality ot cata60 and is presented on the modified accrual basis of
accounting. The basis of accounting is the same used to prepare the fund financial
statements. The information in this Schedule is presented in accordance with the
requirements of OMB Circular 4-133, Audits of Statet Local covemments, and Non_prcfit
OrEanizatlons-

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Other Governmental
Funds in the Municiparity's fund financiar statements. The reconciriauon berween the
expenditures in the funds financial statements and the disbursements in the schedule of
Expenditures of Federal Awards is as follows:

Descrlption

Other
Governmental

Funds

Per Schedule of Expenditures of FedeEl Awards

Non federal programs expend itures

Total expend itures in the bastc financia I statements

$ 3,s55,576

651,47a

$ 4,207,054
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Qgmdn L. gyl.arro Qgsa.to
Certifu[ rPunfrc Accountntts at Consukdnts

A.O. qo<50764 toaAaja t&0o95Go264.t t (zEZ)2694u1 ra4 (zs7)269_6915

REFORT ON COMPLIANCE AND ON INIERNAL @NTROL OVER FINANCIAL
REPORNNG BASED ON AN AUD]T OF FINANCIAL STAIEMENTS PERFORMED IN

ACCORDA'ICE WII}I GOVESNMEiITAUDMNG STANDART}S

To the Honorable Mayor and
the Municlpal's Assembly Members
Munlclpality of Cahio
Cataio, Puerto Rico

I have audhed the financial statements of the governmental activities, each
mayor fund and the aggreElate remaining fund informa{on of the Municipatity
of Catafro as of and for the year ended June 30, 2Ot!. which co ectively
compdse the Municipality of Catafro basic financial statements and have
issued my report thereon dated March 27,2072. I conduc-ted my audtt in
accordance with audlting standards generally accepted in the United States of
America and the standards applicable to flnancial audits contained in
Govemment Auditing Standards, issued by the Comptroller General of the
United States.

lntemalcor rol O.er Flnancial Repolting

ln planning and pe oming my audit, I considered the Municipatity o, Cataio
internal control over ,inancial reporting as a basis for designlng our audiflng
procedures fur the purpose ot expressing my opinion on the financial
statements, but not for the purpose of exprGsing an opinion on the
effectiveness of the Municipality's internal control over flnanclal reporting_
Accordingly, I do not express an opinion on the effectiveness of the
Municlpality's internal control ovet tinancial reporllng.

My consideratlon of internal control over financial reporting was for the limited
pueose described in the preceding paragraph and would not necessadly
identify all deticiencies in internal control over financial reporting that might be
signiflcant deficiencies or matedal ryeaknesses. However, as dlscussed below,
I identifled certain deficiencies in internal control over financial reporting that I
consider to be significant deflclencies.

A control deficiency exists when the design or operaiion of a conttol does not
allow management or employees, in the normal cou6e of performing their
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assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affecG the Municipality's ability to inltiate,
authorize, record, process, or report financial data rellable in accordance with
generally accepted accounting princlples, such that there is more than a
remote likelihood that a misstatement of the municipalityh financlal
stalements that is more than inconsequential wlll not be prevented or detected
by the Municipality's intemal control. I consider the deficiencies described in
the accompanying schedule of findings and questioned co6ts to be significant
deticiencles ln internal control over flnanclal reporting as items 11Ol and 11-
02.

A material weakness is a slgnlticant deficlencl, or combination of significant
deficiencies, that results in more than a remote likelihood that a material
misstatement of the tinanclal statements will not be prevented or detected by
the Municipality's internal control.

My consideration of the internal control over financial reporting was lor the
limited purpose described in the tirst paragraph of this sectlon and would not
necessarlly ldenth,l all deficlencies ln the intemal control that might be
significant deficiencies and, accordingy, would not necessarily disclose all
significant deficiencies that are also considered to be material weaknesses.
However, of the significant deficiencies described above, I consider items 11-
Ol and 1102 to be material weaknesses,

Compliance and Other MatteE

A9 part of obtaining reasonable assurance about lvhether the Municipality of
Cataio financial statements are free of material misstatement, I performed
tests of its compliance with c€rtain ployislons of laws, regulations, contracts,
and grants agreements, noncompliance with which could have a dilect and
material effect on the determlnatlon of financial statements amounts.
However, providing an opinion on compliance with tho6e provisions was not an
objective of my audit, and accordingy, I do not express such an opinion. The
results of my tests disclosed lnslances of non@mpliance or other matteE that
are required to be reported under Government Auditing Standards and which
are described in the accompanying schedule of rindlngs and questioned costs
as items 1104 thru 1107.

The Municipality of Cataio rEponse to the findings identifled ln my audit is
described ln the accompanying schedule of findings and questioned costs. I

did not audit Municipalityt response and acrordlngly, I express no opinion on
it.
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Thls report is intended for the intormation of the audit committee, the
Municipality's management, the Department of Housing 

""a'-ijrlunDevelo_pment (Coghizant Agency), and federal awarding agen-cies ana pis+
throuEh entities. Hovyever, since this report is issue in c6nniction wittr a'tocar
government it is a matter of public record and its distribution is not limited,

March27,2012
Bayam6n, Puerto Rico

NOTE: Stamp No. 2639574 of the pueno Rico State Society of Certified pub c
AccountanG was aftixed to the o ginal of thb report.
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A.o. Aoid0764Ioa qbjq qOosSGoZ,a tet (zEz)26('i6g11 aa{. ?s|)269_6s1s

REPORT ON @MPLIANCE WTI}I REQUIREMENTS APPUCABLE

-. - 
TO EACH MAJOR PROGRAM AND ON INIERNAL CONIROL

OVER @MPLIANCE IN A@ORDANCE WITH OUA ONCUUN +rSS

To tlle Honorable Mayor and
the Municipat's Assembly Membe6
Municipality of Cataio
Cataio, Puerto Rico

+ Compliance

I have_audited the comptiance of the Muntclpafity of Cataio wfth the tvDes ofcompliance requirements descdbed in the US.'Office 
"f 

rU""uj"r"',ii 
"rol:dF1(OMB) Circutar A-1:i3 Comptiance Supptement t ut ,r" ioii"utr" roeacn ot ns major federal programs for the year ended June 30, ,OtL The

Muntcip.atity of cataio ma1or fedemt proglrams are ia"n*i"J i" ir,"-liir"ryof audito/s results section of the accompanying schedule of findinEs andquestioned costs. comptiance with the require;ents oi ia*i, 
".Eir'tion.,

contracts,.and grants appticable to each of lts major feaur"f piogru-r" L tn"responsibittty of the Muntcipatity of catafro managjment. rrri i*ion"i-oiiitv i"to express an opinion on the Munictpatity of cataio compriaice 
-i";;;; 

-yaudit.

I conducted my audit of compliance in accordance with auditing standardsgenera y accepted in the united states of America; the slandard" u=ppfi""of" tofinanclal audits contained in covernmentat Auditing Standard", i"irJ l" r"comptrofler cene]at of the United states; and orflti ci"ri", l_l33l Arjit, 
"rStates, Locat covernments, and No*profit Organizations. 

-Ihose 

"t"]iiiii" "roOMB ctrcutar A-1:t3 requhe that I ptan 
"ia 

p"rfo,ln iir"-"rAt'iJ' 
"-Ot"r"reasonable alisurance about whether noncompliance witfr tfre tVG ofcompliance requirements referred to above thai could have u-Aiik-"namaterial effect on a major federal program occurred. An 

"rait-in"frOoexamining on a test basis, evidence ;bout the frfrni"ipulity-ot' GLnocompliance with those requirements and perfoming suctr ottrei pio""OuL u"
I considered necessary in the circumstances, t ue eL ftat my ariaii;;;L 

"reasorable basis for my opinion. My audit does not 
'p.riOJ' l'l"g"t
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1"j:y:1,:" of the Municipatity of Catafro oomptian@ with thoserequtrements.

As described in items 11{4 thru 1107 in the accompanylng schedute of auditflndtngs and questioned costs, rhe Municiparity or caLnl aTJiri 
""rir', 

*,*,requkements reehrding cash -anag"m"nt, *iut 
"r" "ppri*iru-to 

io'iiuro"Community Devetopment Block crants, Chitd Care, erdri St"rt, frra pilgr"r,
and Federal Transit. Compliance witn suctr requiilmen;;';;;, ; ,yopinton,.tor the Mrnhtpatiry of Cataio t" 

"i,lnpry 

-*iu,-ri"-ffi;i;;"""
applicable to those programs.

ln my opinion, except for the noncompliance descrlbed in the precedingparagraph, the Municipatity of Catafro comptied, in alt materiat ,"sp'Js, witf,the requlrements refered to above that aie applicable t"-"u"h?it"l"";o,
federal programs for the year ended June 30, 2oil-

+ lntemal Control Over Compliance

The management ot the Municipality of Cataio, is responsible for establishingand maintatning effective intern;t ."nt.f ' oro '"o.priun1e--Jiiir' 
,r,"requhements of taws, regulaflons, contrac{s, and gr"nr 

"ppli*ii" to i';"r"rproEtrams. ln ptanning and performing my audit, lconsiaerea'the Uunfcipafivsintemal control over compliance wi , ,"qrir"m"nG iirai _ria- i""" "'In""::l.f:yq :fr""t :n .a major federat piosram i" 
"ra* i" 

j#i.t* 
rnvaudnrng plocedures lor the purpose of exprcssing my opinion on _.pii"n"",but not for the pupose o, expressing in opinion ihJ;;i;;;;";; th"Municipality,s internal control over compllance. Accoraingty t ao n;;;r; 
",opinion on the effectiveness of the Municipatity ot Catani ime;n;i;;i;"r",

compliance,

My consideration of internal control ovet compliance was ,or the limitedpurpose described in the preceding- paragraph and would not necessarityidentity a deficiencies in the entitvdhitemlt contioiir,"i.,ghi ;""g,il"rmdeficiencies or materiat weakness* as deftned bdow i"""i"r, 
"" 

iE"^*abetow, I identified certain deficiencies in internaf 
"oniror 

orei-"o-mji"#?h", ,consider to be significant deficiencies ana otners ttrat t consiaeiiJ'b" il'ri"ri"rrYeaknesses

A contror deficiencf in an entity's intemar contror over compriance exists whenthe design or oper ion of a @ntrot does not allow manageiieni _ 
"i-ir"r""",in the normat course of performing their assitJi;;i;;;, i;;;;:;, 

",detect-norcomptiance wjth a type of comptiaice requiiemeit'ot'i ilieral
!1oEpr.9n a timety basis. A significant d;icien"y i" 

" 
*nt.i'A"rr"i.n-i,, _clmbinaflon of controt deltciencies, that adr"""ly it""t" tfr" 

"iri 
y:;ili ,"admintster a federatproghm such that there is more ttran a iemoi,elitiiii""ath€t noncompliance with a type of comptiance ,"qrir"r"ii 

"f ""iJ","rprogram that is more than inconsequentiat wiI not be preventJ 
"io"iJJ Ov
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the entity's internal control. lconsider the deficiencies in internal control ovel
compliance described in the accompanying schedule oI findings and
questioned costs, as items 1141and 11{2 significant deficiencies,

A matedal weakness is a significant deficiency, or combination of significant
deficiencies, that resulls in more than a remote likelihood lhat material
noncompliance wilh a type of compliance requirement of a federal proglam
will nol be prevented or detect bytheentity's internal control. Of the significant
deficiencies in internal control over compliance described in the accompanying
schedule of findlngs and questioned costs, I consider items 11{1and 1rc2 to
be material weaknesses.

The Municipality of Cataio, response to the findings identified in my audit is
described in the accompanying schedule of findings and questioned costs. I
did not audit Municipality's response and, accodingly, lexpress no opinion on
it.

This report is intended for the intormaflon of the audit committee, the
Municipality's management, the Department of Housing and Urban
Development (Cognizant Agency), and federal awarding agencies and pass
through entities. However, since this report is issue jAgk6lction wlth a local

of public record an

27,2012
Bayam6n, Puerto Rico
NOTE: Stamp o. 2639575 of the puerto Rid

Actountants was affixed to the orlglnal of this Eport,

limited.

'of Certified Public

k"n*il
RX ,$

IMI'-
Hnfiro@,
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Commonwealth of puerto Rico
Municipality ot Cataio

Schedute of Findlng and euestioned Costs
June 30, 2011

Section I - Summarv of Auditor,s Results

Flnancial Statements

Type of auditor's report issued: Qualified

lnternal control over financial reporting:

+ Materialweakness (es) identified? _IJes _no
{ Reportable condition(s) identified

that are not considered to be
materialweaknesses _IJes _none reported

+ Noncompliance material to financial
statements noted? _!Jes _no

FederalAwards

lnternal contlol ovet major programs:

I Material weakness (es) identified? _llyes no

+ Reportable condition (s) identified
that are not considered to be
material weakness (es)? _!yes _none reported

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

Any audit findings disctosed that are
required to be repofted in accordance
with section 510 9a) of Circutar A-133? _]!yes no
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Commonwealth ot pueno Rico
Munlcipatity of Catafro

Schedute of Finding and euestioned Costs
June 30,2011

Sectlon I - Summarv ol Audlto/s Results - C;ontinued

ldentification of major programs:

CFDA #
L4.22a
20.507

Name of Federal Programs or Cluster
CDBG

Federal Transit Formula Grants

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

Auditee qualifled as low-risk auditee? _yes

Section ll Financial Statements FindirEls
Reportable Conditions
'Material Weaknesses"

11.{)1 AccountinE System and Other Accounting Records

$ 300.000

_-x_no

Statemenl of condi on

The Unitorm Accounting System (UAS) and the accounting records currenfly used bythe Municipality do not have the necessary capabiliiies, proceauies, internat
cont.ols and records to ensure accurate fininclai reportirg ana fo frepare ttreMuniclpality's basic financial statements and fediat f,rogr"rnt 

'iuport" 
in

conformity with Accounting principtes cenera y Accepted i; th'e United atates ofAmerica for State and Local covernments (cAAp). The UAS is a system
promulgated by the Ottice of the Commtssioner of Municipal Affal6 of pueno Rbo
{OC.AY, 9y 

its Spanish acronyms), a governmental entity created by law io provide
technical assistance to the municipalities of puerto Rico in severa'l administrative
and fiscal matters,

The Municiparity's uAs mostry provides for the recording of revenue co[ections,
disbuEements and other limited transac ons. ln addltion, the accounting records
are not fully integrated, and a double entry system is not generally iollowed.
Accounting records are maintained on the cash basis ana buJgetary iccounting
bases-(two accounting bases that dtffer stgnifican y from Cmp) inO al not compfywith Statement No. 34 of the covernmental Accounting Standards goaiO (gAsg
34), as amended.
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Commonwealth ot puerto Rico
Municlpatity of Catafro

Schedule of Findlng and euestioned Costs
June 30, 2011

1rc1Ac€ounting System and Other Accounting Recods (Continued)

The following specific additional condiflons were noted in rela on to the UAS of the
Municipality:

- Accounting transactions are cunen y accounted for simultaneously through
manual and computerized accounting systems for which no reconciliation
procedures are made among them, including the accounting records
currently used by federal programs whlch are not reconciled wlth the UAS.
The balance sheet accounts in the UAS are not reconciled and adJusted to
conform lhem to the Municipality,s audited basic financial stateme;ts.: The UAS does not have the capabiti es of: (1) dis nguish between
expenditures (expenses) incurred and encumbered, (2) tecording and
ptocessing all types of capital asset transactions, princlpally the accounting
ot depreciatlon and amortization expense, (3)recordlng and processing all
tmnsactions related to revenues suscepflble to accrual (accounts receivible)
and, (4) recording and processing transac ons related to long_term debt,
including bonds and notes payable, obligations under capltal leases,
reselves for federal cost disallowances, legal claims and Judgments and
compensated absences, etc.

- No adequate year4nd closing procedures are made to account for all
transactions affecflng all tunds.

E No adequate segreElation is made between items representing actual
accounts payable and those representing outstanding encumbrances.
Accordingly, material amounts of unrecorded liabiliti;s are generally
recorded at fiscal year-end.

E The manaElement ot the federal programs administered by the Municipa ty
maintalns sepatate accounting records for each federal pro€fam, which are
not reconciled wtth the UAS (the officlal accounting system of the
Munlcipality).

> No adequate and complete accounting records are kept for inter_fund
balances and transactions.

a The audit adjustments resul ng flom Single Audits are not completely
posted in the UAS.
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llol Accounting System and Other Accounting Records (Continued)

The basic financial statements of the Municipality must be prepared using the
linancial information obtained from various municipal departments and accounting
records outside of the official UAS, and from information obtained from regulators
and independent third parties. In addition, the Department of Finance does not
maintain accounting records and working papers supporting the balances and
disclosures reported in the basic financial statements of the Municipality; principally
those related to Government-wide Financial Reporting.

The Finance Department does not maintain accounting records supporting most of
the procedures perrormed during the prepatation of the Municipality's basic
financial statements as follows:

I The conversion of accounting records from the cash basis of accounting to
the modified accrual basis of accounting used by gove.nmental funds;

{ The conversion of governmental funds from the modified accrual basis to the
accrual basis oI accounting used by government-wide financial statements;
and

t Working papers and analyses of significant balances repo ed in the basic
financial statements, such as capital assets, accounts receivable (municipal
licenses, grants and contributions, etc.), defered revenues, accounts
payable, and long-term obligations (for which the general practice is to rely
upon the notitications received from the Government Development Bank for
Puerto Rico, the Puerto Rico Treasury Department, the Federal Government
and the Municipal Revenue Collection Center for the balance ot its
outstanding debt and the v{ithholdingfor its debt service).

Cr:teria:

Article 8.010(b) of Law No.81 of August 30, 1991, know as the Autonomous
Municipalities Act of Puerto Rico (Law No.81), states that the Municipatity must
maintain its fund accounting in accordance with Accounting Principles Generally
Accepted in the LJnlted States of Amerlca (GAAP), as promulgated by the
Governmental Accounting Standards Board (GASB), the National Committee on
Governmental Accounting (NCGA) and the Governmental Accounting, Auditing and
Financial Repofting book (commonly know as Blue Book).
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llol Accounting System and Othei Accounting Records (Continued)

ln addition, Article 8.010 (c) o, Law No.81 states that unirorm accounting system
used by the Municipality must(1) produce reliable reports and financial statements,
(2) provide complete intormauon about the results of operations of the Municipality,
and (3) include the necessary internal controls to account all funds, capital assets
and other assets ot the Municipality.

Furthermore, Section 5 of the Revised Regulation on basic Standards fo, the
Municipalities ol Puerto Rico, which were created pursuant to Article 19.011ot law
No. 81 and approved by the Otfice of the Commissioner of Municipal Atfairs, state
that the accounting system of the Municipality should include:

+ Final entry books that allow for the prepa,ation of month-end summaries of
transactions tor posting in the original entry records and for the gathering of
information needed for the preparation ot basic financial stat;ments and
other reports;.l Fiscal procedures for the system's operations, establishing proper internal
controls and the prevention of irregularities. These procedures should
provide for the timely and accurate performance of operations. ll should
include the necessary records, files, reconciliations, adjustments, closing
entries, reports, and all other necessary documentation to support the basic
financial statements.

Due to the conditions refeired to above, the preparation of the Municipality,s basic
financial statements as of and for the fiscal year ended June 30, 2Oi1 was more
difficult and less efflcient than would have been in ordinary circumstances, A
significant amount of adjusting entries had to be made to the financial data and
reports processed through the UAS in order to properly account for unrecorded
transactions and to correct transactions recorded in the wrong accounting period.
Since lhe accounts and other accounting records of the UAS ire not designed to
plovide all the information necessary to prepare the Municipality's basic financial
statements, the Municipality had to obtain and process financial data from several
sources outside the UAS. These conditions represent material weaknesses in the
Municipality's internal controls over financial reporting,
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11{l Accounting System and Other Accounting Records (Continued)

Failure to have a complete and adequate accounting syslem does not a ow theMunicipatity to have timety and accurate financial lnformation foi its oecisionmaking process. ln addi on, financiat reports prepared ;;t 
'n"r"-.rroo 

o,omissions that will affect future financial deiisions. Another 
"ti"J i"- re ,"e ofinaccu.ate financial information as a base for ttre preparation oi _nr"f Ouag"t",

whlch, therefore, may result in budgetary compliance problems.

Recommendation:

The. Municipality must finally implement a complete unitorm accounting systemdesigned to provide main and essentials ;r,tiedures in 
"orpfi"n"" 

*itf, uffapplicable Iederal and local laws and regulations and with pr"""rlO!J,"qrir"."nt"
regarding internal controls.

Auditee Response:

This..condition is similar as in prior years audits. Managemenl accepted thecondition and is actually working on the following:

As of May 2011, the Municipality completed the implementation of a Financial
Management system, which provides necessary and adequate internar contrors,
design€d. to account a[ dairy revenues and disbursements transactions of a
municipa-l 

. 
funds. This apptication provides monthly a""rrat" ,eporti loort ttr"results of the operations of the Municipality. Essentia y, it is a vaiuaOie toot to Oeused in.monitoring monthly revenues and disbursemenis, in ,econ"iiiatln proc"""

and for budgetary purposes.

1102 lnactive and Unnecessary Funds

Statement of Condition:

During.prior years, the Municipality has maintained excessive number of fundspertaining to the special revenue and capital projects funds, many oirrh"t *"r"
inactive or had insignificant movement or operations. Muni;ipality',s ]nun"g"."nt
has been working over the intended objective of a[ tnese tunas, ii oraJiio recora
any required adjustment over the inactive ones.
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1m2 lnactive and Unnecessary Funds (Continued)

Criteda:

Article 8.007(b) of the Law No. 81 of August 30, 1991; know as the Autonomous
Municipalities Act of Puerto Rico (Law No.81), states that funds without specific
fiscal years should be closed when the fund's objectives have been completed.

NCGA Statement No. 1, paragraph 4, states that .governmenlal units should
establish and maintain those funds required by law and sound financial
administration. Only the minimum number of funds consistent with legal and
operating requirements should be established since unnecessary funds result in
inflexlbility, undue complexity, and inefficient financial administration,.

ln addition, the recommended practice on "lmproving the effectiveness of Fund
Accounting" (2004), issued by the covernment Finance Officers Association of the
United States and Canada (GFOA), states that it is important in this regard to
distinguish accounting from financial reporting. Whereas and accounting system
must collect all of the data needed to ensure and demonstrate legal compliance,
,inancial reporting is concerned with only those aspects of compliance thal are ot
importance to users of general purpose external financial reports.

This situation occurred because the Municipality did not analyze and closed on time
inactive funds and bank accounts when the fund,s objectives have been met or are
no longer relevant. The continued maintenance of these tunds and accounts
exposed the Municipality to the unauthorized use of funds from inactive accounts
for activities not intended to be financed with these funds. The aforementioned
conditions represent material weaknesses in the Municipality's internal controls
over rinancial reporting.

Recommendation:

The finance director must develop policies and procedures lo continuously analfze
these funds in order to prevent occurrences of the above condition again. lnaclive
and unnecessary funds should be closed after determine that its Intended
objectives were met. Remaining balances should be disposed of in accordance with
local and federal laws and regiulations.
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11{2 lnactive and Unnecessary Funds (Continued)

Auditee Response:

This condition is similar as in prior year's audits. The tinance directors is aware of
its signiticant effects over the Municipality's financial position and has been working
on a process to analyze all inactive accounts with balances to determine whether
they are needed or should be closed.

11{3 General Fund Deflcit

Statement of Condition:

As more fully explained in Note 17 to the Basic Financial Statements, prior period
adjustments and reclassif ications to the General Fund increased the deficit
presented as of June 30, 2010, as follows:

Fund Balance (Deficit) - as originally presented
Prior periods (199&2009) debts recognition

Fund Balance (Deficit) as restated

Criteria:

($s,937,683)
(1,911,696)

G7.849379)

Sound management requlres ptoper managing and classifications of General and
Special Funds fol the effectiveness of Fund Accounting, and for the estimation of
balances for budgelary purposes. These balances should be based on facts,
tendencies and prior year expe ences, Law #81 of 1991 named "Autonomous
Municipallties Act' requires that each year a portion of the budget be segregated to
cover any budget ol tund balance deficit from prlor fiscal yea6. lf deficit continues
to increase, the portion to be segregated each year will also increase, leaving less
balance available to Municlpallty for expenditures.

Recommendatior:

The Finance Directol must develop policies and procedures in order to prevent the
above condition again. Also, a portion of next fiscal year budget should be
segregated to cover prior year tund balance accrued deficit.
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11{3 Cenelal Fund Deficit

Auditee Response:

Management agrees with the finding and the recommendation, and established
and account, setting aside a portion of the 2oLL-2oL2 budget, for prior year
adjustmenls. Effective procedures were developed among ihe purchase and
auctlon offices, meeting the budgetary requirements.
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SBGP 1104 - FEDEML CASH MANAGEMENT SYSIEM
CFDA# L4.25

Criterla:

Federal regulations require that grantees shall conform to the standards of timlng
and amounts as applicable to advances by federal agencies. Amounts requested
should be limited to the program's immediate cash needs.

Conditlon:

The Municipality has not established effective cash management procedures.

Effec-t:

As part of my test, the program had an average cash balance of approximately
$25,903.46 during the fiscal year. There were months which reported balances as
high as $ 132,299.21.

Cause:

Cash balances remained high because usually the funds received during the month
are expended during the following months.

Recommendation:

ln accordance with Federal regulations, the Municipality should estimate
drawdowns of Federalfunds as closely as possible to the actual dlsbursements,

Auditee Response:

The Municipality of Catafro Federal Program Ottice is aware of all federal and local
regulations. Since there was no internal procedures or regulations on how to
manage cash from rederal sources, the Federal Program Office produced a brief
procedure to be follow on all transactions when a drawdown is requested to the
different federal or local agencles involving federal cash. The Federal Program
Office, together with the Finance Department, will be attending these procedures,
which will form part ol any other Municipality's internal procedure on cash
management activities.
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9!!q c"f 11os - FEDERAL cAsH MANAGEMET{rSYSrEM
CFDA # 93. 575

Criteria:

Federal regulations require that grantees_shall conform to the standards of timingand amounts as appticable to advances.by federal agencies lririii ,"qr""r"oshould be limited to the program's immediate cash ne;ds.

Condition:

The Municipality has not established effective cash management procedures.

Effect:

As part of my test, the program
$8,756.52during the fiscal year.
high as $ 11,95a.74.

Cause:

Cash balances remained high because usually the funds received durinE the monthare expended during the following months. "

Recommendation:

ln accordance with Federal regulations, the Municipality should estimatedrawdowns of Federat funds as ctosety as possibte to the a;uatllsbur;;;ents.

Auditee Response:

The Municipality of Catafro Federal program Office is aware o, all federal and localregulations. Since there was no internal procedures o, ,"gri"tion" ;i ho* tomanage cash from federal sources, the Federal program Ofice proauceo a U;efprocedure to be follow on all transactions when a diawdown i" i"qr""t"O to tf,"
lX,::".,^ j:l::i_:j, to,catrgencies invotvins federat 

"""r,. 
ir," r"i"iui rrogrurnumce, rogether with the Finance Department, will be attending these procedures,which wilt form part of any other Municipatity,s i"t"inuf iroi"ar#-on 

"".r,management activities.

had an average cash balance of approximately
tnere wete months which repotted balances as
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lEn Sllrt 11{6 - FEDEML CASH MANAGEMENT SYSTEM
CFDA #84. 2tr

Criteria:

Federal regulations require thal grantees.shall conform to the standards o, timingand amourts as applicable to advances by federat agencies.- Iroiitl-r"qr"",ua
should be limited to the program! immedtate cash neids.

Condition:

The Municipality has not established effective cash management procedures,

Effect:

As part of my test. the program
$16,417.39 during the fiscat vear.
high as $ 45.697.63

Cause:

Cash balances remained high because usually the funds received during the monthare expended during the following months

Recommendation:

ln accordance with Federal regulations, the Municipality should estimatedrawdowns of Federalfunds as ctosety as possible to the a;tuatiisbu;;ents.
Auditee Response:

The Municipality of Calafro Federal program Office is aware ot all federal and tocalregulations. Since there was no inteinal procedures 
", *gri"iioi" oi rr"* t"manage cash.from federal sources, the Federal program Ofi"ce pioOuJ"O 

" 
Ori"fprocedure to be follow on all transactions wtren a irawOown l" i"qr""iuO to ,"ditferent federat or tocat agencies invotving federat 

"""rr. 
if," i"i"r"lirrg,uln

Oftice. together with the Finance Department, will be attending these procedures,which witt folm part of any other Municipatity.s int"ini iro."i-rr'" 
-on 

"u"f,management activities.

had an average cash balance of approximately
There were months which reported balances as
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Food Program tt{7 - FEDEML CASH MANAGEMET{TSYSIEM
CFDA #10. s58

Criteria:

Federal regulations requiie thst grantees shall conform to the standards of timingard amounts as applicable to advances by federal agen;i; lrorit"-r"qr""tuO
should be limited to the program,s immediite cash neIas.

Condition:

The Municipality has not established effective cash management procedures.

Effect:

4: _p_"1 gf my test, the program had an average cash balance of approximately
$142,468.11during the fiscatyear. n 

"re 
r"ere ionts *r,Jci rl-pJ,"i'ir"n""" u.high as $ 187,087.42.

Cause:

Cash balances .emained high because usually the funds received during the monthare expended during the following months. - -

Recommendation:

ln accordance with Federal regulations, the Municipality should estimatedrawdowns of Federalfunds as closely as possible to the actual aisburiements.

Auditee Response:

The Municipality of Catafro Federal program Office is aware of all federal and localregulations. Since there was no inteinal procedures o, ,ari"ilon" oi f,orn tomanage cash from federal sources, the Federal program Off:ice proauceo a orietprocedure to be follow on all transactions when a diawdown i" i"qr""t"o to tf,"
*T,::".t-j:*:l gj. to.cat_agencies invotvins federat """i. irl" i"i"iii p,oer".
Lmrce, rogether with the Finance Department, will be attending these procedures,which wttt form part of any other Municipatity,s int"rr"i p-ro""lr,! on 

"u.r,management activities.
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COMMONWEALII{ OF PUERTO RICO
MUNICIPALTTY OF CATAIIO

SCHEDULE OF pRtOR YEARS AUDIT F[ilDtNGS
FOR THE FISCAL YEAR ENDED JUNE 30, 

'Oi1For a rr prior year findings and questioned costs the Municiparity has fired rhe corrective Action pran.

During the current audit, we inquired about the status of the prior year,s audit flndings andquestioned costs, communicated to the.Municipatity ;;;#". 'i;;'#"d 
that corective actionhas been taken, except for certain conditions ttrat stiit exists.- 

-

SINGLE AUDIT REPORTS FOR THE
YEAR ENDED JUNE 30, 2O1O

PROGRAM FINDINGS/NONCOMPLIAiICE
All Federal piograms 1OO5 _ FEDERAL F|NANC|AL REPORIS

Statement of Condition:
Reporting requirements:

Accounting records in Federal programs
are not,econciled with those recorded in
the Municipality,s central accounfi ng
department records.

Recommendation:

The Municipality should prepare federal financial
Reports based on the programs underlying a""ourfing
records.

Current Status:

Corrected

SBGP 
. 
10{)6 - FEDEML CASH MANAGEMENT SYSIEM

0FDA * 74.22A
Statement of Condltion:
The Municipality has not established effective cash
management procedures.

Recommendatior:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federal funds as closely as possible to the actual
disbuIsements.
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SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR IHE FISCAL YEAR ENDED JUNE 30, 2011

SBGP 1006 - FEDEML CASH MANAGEMENTSYSIEM (CONNNUED)
oFDA # 14. 228

Cunent Status:

Condition still prevail. Similarfindtng in current
year. See finding 1104

Chi|d CaIe 1Oo7 - FEDERAL cAsH MAMGEMENT SISIEM
CFDA # 93. 575

Statement of Cond:tion:

The Municipatity has not estabtished effective cash
management ptocedures.

Recom mendation:

In accordance with Federal regulafions. the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbursements.

Cunent Status:

Conditjon still prevail. Slmitarftnding in current
year. See finding 1105

iIT slgrt 1o{8 - FEDERAL cAsH MANAGEMENT sysrEM
CFDA #84.213

Statement of Condition:

The Municipality has not established effeclive cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate d.awdown of
Federalfunds as closely as possible to the actual
disbursements.
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'6iiEven Start 1OO8 - FEDERAL CASH MANAGEMENTSYSIEM (COiIflNUED)
CFDA #84. 2(t

Cunent Statusi

Condition still prevail. Similar finding in current
year. See finding 1106 -

l:od Progqm 1oO9 - FEDEML CASH MANAGEMENT SYSIEM
CFDA #10. 558

Statement of Condition:

The Municipatity has not established effective cash
management prccedures,

Recommendation:

In accordance with Federal regulations, the
Municipality should esfimate arawdown of
Federalfunds as closely as possible lo the actual
disbursements.

Cunent Status:

Conditjon still prevail. Similarfinding in curent
year. See ftnding 1107 -

SINGLE AUDTT REPORTS FOR IIIE
YEAR ENDED JUNE 30, 2OO9

IRgGRAM FINDINqS/NONCOMPLIANCE
All Federal ProEtrams O9O7 - FEDERAL FIMI{CIAL REPORTS

Statement of Condiuon:
Reporting requiremenG:

Accounting records in Federal programs
are not reconciled with those recorded in
the Municipality,s central accounting
deparlment records.
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@MMONWEALA OF PUERTO RICO
MUNICIPAIITY OF CATAfrO

SCHEDULE OF PRIOR YEARS AUDTI FINDINGS

- FOR THE FISCAL YEAR ENDEDJUNE 3O,2O11

- PROGMM HNDINGS/NON@MPLIANCE
A[ Fede]at programs O9{Z _ FEDERAL F|NANCUqL REPORTS (CO?{INUED)

_ Recommendation:

The Municipality should prepare fedeml financiat_ Reports based on the programs underlying accounting
recotds.

_ Cunent Status:

Corrected

SBGP O9O7 - FEDERAL CASH MANAGEMENT SYSIEM
0FDA * 14.228

_ Statement of Condition:
The Municipality has not established effective cash
management procedures.

Recommendation:

_ In accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the aduat_ disbuEements.

Cunent Status:

Condition slill prevail. Similarfinding in current
ar. See finding 1104

Child Care O9O8 - FEDEML CASH MANAGEMENTSYSIEM_ CFDA # 93. s75
Statement of Condition:

_ The Municipality has not established efrective cash
management procedures.
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FOR IHE FISCAL YEAR ENDED JUNE 30, 

'OA1
Child Cale 09{)A - FEDERAL CASH MAMGEMENI S\SIEM (COiTnNUED)
CFDA # 93.57s

Recommendationi

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federal funds as closely as possible to the actual
disbursements.

Cunent Status:

Condition still prevail. Similar finding in current
year. See finding 11{S -

lEn sJ1lt o9{9 - FEDERAL cAsH MANAGEMEM sysrEM
CFDA #84. 213

Statement of Condition:

The Municipality has not established effective cash
management procedures,

Recommendalion:

ln accoldance with Federal regulatons, the
Municipality should estimate drawdown of
Fedelalfunds as closely as possible to the actual
olsbursements.

Curent Status

Condition stilt prevail. Similar finding in curent
year. See rinding 11{6
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SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR IHE FISCAL YEAR ENDED JUNE 30, 2011

l99d Proqam O$10 - FEDERAL CASH MATTTAGEMENTSYSIEM
CFDA #10. 558

Statement of Condition:

The Municipality has not established effective cash
management procedures.

Recom mendalion:

ln accordance with Federal regulations, the
Municipality should estimate Jrawdown of
Federalfunds as closely as possible to the actual
disbursements.

Current Status:

Condition still prevail. Similar finding in current
year. See finding llOT

SINGLE AUDIT REPORTS FOR ]HE
YEAR ENDED JUNE 30, 2OO8

PROGMM ENDINGS/NONCOMPLIANCE

All Federal Prcgrams 08-07 _ FEDERAL FINANCTAL REPORTS

Statement of Condition:

Reporting requirements:

Accounting records in Federal pro$ams
are not reconciled with those .ecorded in
the Municipality,s central accounting
department records.
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SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR IHE FISCAL YEAR ENDED JUNE 30, 

'61i
SINGLE AUDIT REPORTS FOR IHE
YEAR ENDEDJUNE 30, 2OOS

PROGRAM FINDINGS/NONCOMPLIANCE

All Federat programs O8O7 _ FEDERAL FINANC|AL REPORTS (COitnNUED)

Recommerdation:

The Municipality should prepare fede.al financial
Reports based on the programs underlyin! 

""corntingrecords.

Current Status:

Coflected

Child and Care
Food Program
CFDA No.10.558 Og-O9 _ FEDEML CASH MANAGEMENT SYSTEM

Statement of Condltion:

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipatity should estimate arawdown oi
Federalfunds as closely as possible to the actual
disbursements.

Current Status:

Condition still prevail. Similar finding in current
year. See finding 11{7 -
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Child Care
CFDA NO.93.575 O&1T - FEDEML CASH MANAGEMENI SYSIEM

Statement of Conditon:

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the Municipality
should estimate drawdown of Federalfunds as -- -
closely as possible to the actualdisbuEements.

CurrentStatus:

Condition stilt prevait. Similar finding in current year. See finding 11{5

SBGP Program
CFDA No.14.228 o&I2 - FTDERAL cAsH MANAGEMENTSYSIEM

Statement of Condition:

The Munlcipality has not established effective cash
managlement procedures.

Recom mendation:

ln acco.dance with Federal regulations, the Municioatitv
should estimate drawdowns tf Federal fund" ". 

--- -,

closely as possible to the actual disbursements-

Cunent Statust

Condition still prevail. Similarfinding in current
year. See finding 1104

89



COMMONWEALTH OF PUERTO RICO
MUNICIPALIIY OF CATAfrO

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FoR IHE FISCAL YEAR EIIIDED JUNE 30, 2011

SBGP Program
CFDA No- 14.228 0&14 - TNADEQUAIE DOCUMENTAflON OF pARflCtpANT FTLES

Statement of Condition:

lncomplete accounting recotds.

Still remain 2lfiles that do not presented for examination
the inspection of the rehabilitation work upon completion
and l file that do not contain evidence of construction material return.

Recommendation:

The Municipality must inspect the rehabilitation work upon
completion to assure that it is caried out in accordance with_ the contract specirications.

Cunent Status:
_ Condition still prevail.

Even Start
_ CFDANo.84.2(' 0&16 FEDERAL CASH MAMGEMENT SYSIEM

Statement of Condiflon:

The Municipality has not established effective cash
management procedures.

Recommendation:

_ ln accordancewith Federal regulations, the Municipality
should estimate drcwdown of Federalfunds as
closely as possible to the actual disbuEements.

Cunent Status:

Condition still prevait. Similar finding in
curent year. Seefinding at{6
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Commonwealth of puerto Rico
Municipality of Cataio

Summary schedule of paior years audll findinEs
Fiscat year 2OOG2OO7

Ihe fo'owing schedure contains the finding number and tire of each of the findinErs incrudedin the report on comptiance and inrernat controt oased 
"; 

ih; ilii;;;" g"nerar purposefinancial statements for pertormed in accordance wi* governm"r,t:uriitin|",unoura" fo, tf,"riscar vear ended rune 30, 2007. unaer ttre rreaaing iiriiiiiri'"Jiiiiilil!"i,here wi, be thefollowing:

PR - Partially resolved (indicatin€ the_core-ctive 
-action 

plan lvas par ally implemented andthe finding repeated in fiscat yearZooT_2ooe, zo0&zoo6,lo6'ii6id'""i,ioLozour.

!R.-^I9!f:glyed yet. Findin€is repeated in fiscat year 2oo7-20o8, 2oo&2,09, 2OO92O1Oand 2OLO2OLL.

R - Resolved

Finding
Numbet

074L
09{)1

07a2
o9{2

Corrective
Action
TakenTi e

Deficiencies in the Uniform Accounting System
and other Accounting Records

lnactive and Unnecessary Funds

O7O3 lack of monltoring and fraud prevention actiyities

o7.o6 DisbuEement test

NR

NR

R

NR
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Commonwea[h of puerto Rho
Municipality of Cataio

Summaryschedule of prior years audlt findings
Fiscat year 2OOG20O7

The following schedule contains the finding number and tifle of each of the findings includedin the report on compliance with requirements applicable to each major program and intelnalcontrol over compliance in accodance with OMB Circular &fi|3 tor ttre ii'scai year enaea tune30, 2007. Under the heading corrective action taken there will be fhe iottowine

R - Resolved

PR - Partially resolved (indicating the correclive action plan was partially imptemented and
the finding repeated rn fiscar vear 2007-2008, 2oo&2oob, 2oo+ziiid 

"nir 
iorozorr.l

lI.-^ Not.l:sjlye9 ygt. Some FindinEls repeated in fiscat year 2007-2008, 2OO&2OO9, 2OOg2010 and 2O1G2O1I-

Colrective
Action
Taken

NR

Finding
Number

0749

07-tt

07-13
0907

07-L4
0908

o7-L5
0909

o910

o7-L7

o7-18

Title

Federal financial reports

Equipment and Real Property Management

Federal cash management system

Federal cash management system

Federal cash management system

Fedelal cash management system

lnadequate documentation of participanttiles

R

NR

NR

NR

NR

NR

REarmarking Requirement
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Com monwealth of puedo Rico
Municipatity o, Cataio

Summary schedule of prio, yea6 audit findinEs
Fiscat year 2(X)S2OO6

The following schedule contains the finding number and ti{e of each of the findings includedin the report on comptiance and inrernat ;ontrot b"*, ;;ih; ;;;ii; ,,,i g"n"rr, ourpo""financial statements for performed in accordance with governm"ii:iriitinlst"na"ra" to, *,"fiscat year ended June 30, 2007. unaer ttre treaain! co'r-r;ir"'r"ii"iii't"T"*" wi, be thefollowing

PR - Partially resotved (indicatinE the_Tlrective action plan was partially imptemented andthe tinding repeated in riscar year1ooT-2ooe. zoosz-ooi, ,b61;ibiii'lil,o,iorozor.rl.
NR - Not resolved yet. Some FindinEs
2O!O and 2OLG2OLI _ repeated in fiscat yea t 2OO7_2@8, 20c{!.i2009, 2OO9

Finding
Number

0601
o9{1

Corective
Action
TakenTitle

Deficiencies in the Uniform AccounfingSystem
and other Accounting Records

lnactive and Unnecessary Funds

Lack of monitoring and fraud prevention activities

Personnel files and related payroll procedures

0602
o9{2

om3

06{6

NR

NR

R

NR

93



Commonwealth of puerto Ri@
Munlcipatityof Cataio

Summary sc{redule of prbr years audtt findinEF
Fiscat lear 20052006

The following schedule contains the finding number and ti e of each of the findings includedin the report on compliance with requit
conrror,orer comprian"" h ;;;;;;;Tll;H"JB:::il:i:r".l.i"Lflfl ,Hf ru,1ll$:ill30, 2007. Under the heading corrective action taken there wi ;" if,"i"rrilr"
R - Resolved

PR - Partially resolved (indicatinE the-corrective action plan was partially imptemented andthe rrndine repeated in riscar yea;oo7-2ooe, z6oilibi.idiiSiii'lll,o 'jtr"ro*r.
NR - Not resolved yet. Some FindinEs
2O1O and 2O1G.2ol t _ repeated in fiscal year 2OO7_2OO8, 2CO+2009, 2OO9

Finding
Number

0609
o901

0612
0907

oG#l
o9{8

OGL4
o909

o910

o616

061a

0e19

Corrective
Action
Taken

NR

NR

NR

NR

NR

NR

R

R

Title

Accounting system

Federal cash management system

Federal cash management system

Federal cash management system

Federal cash management system

lnadequate documentation of parlicipant files

Earmarklng Requirement

Equipment and Real property Management
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