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INDEPENDENT AUDITORS' REPORT

To the Honotable Mayol and
the Municipal Legislature
Munlcipality of Cayey
Cayey, Puerto Rico

We have audited the accompanying financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of the Munlcipality of
Cayey, Puerto Rlco (Municlpality), as of and for the year ended June 30, 2010, which
collectively comprise the Municipality's basic financial statements as listed in the table
of contents, These financial statements are the responsibility of the Municlpality's
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the Unlted States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller ceneral of the United
States. Those standards require that we plan 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 statements. An audit also includes assessing
the accounting principles used and the significant estimates made by management, as
well as evaluating the overall financial statements presentation. We believe that our
audit provides a reasonable basis for our opinion.

ln our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major
fund, and the aggregate remaining fund information of the Municipality of Cay;y,
Puerto Rico, as of June 30, 2010, and the respective changes in financial position,
thereof for the year then ended in conformity with accounting principles generally
accepted in the united states of America.

ln accordance wllh Government Auditing Standards, we have also jssued our report
dated November 23, 2O7O, on our consideration of the Municipality's internal control
over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to descrjbe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion
on the internal control over financial reportjng or on compliance. That report ls an
integral part of an audit performed in accordance with Government Auditing Stardards
and should be considered in assessing the results of our audit.

. P. R.

t |+4 L6pez-Vega, CPA, PSC

Certified Public Accountants / Managenrent Advisors

-\mcrican lnstiluts ol
( c ilied Publi. Arcountrnlr
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INDEPENDENT AUDITORS' REPORT (CONTINUED')

Accounting principles generally accepted in the United States of America required that the
Management's Discussion and Analysis, on pages 3 through 12, and the Budgetary
Comparison Scheduleceneral Fund, on page 47, be presented to supplement the basic
financial statements. Such information, although not a part of the basic flnancial
statements, is required by the Governmental Accounting Standards Board, who considers it
to be an essential part of the financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context, We have applied certain Iimited
procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquires of
management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquires, the bas:c
financial statements, and other knowledge we obtained during our audit of the basic
financial statement. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Municipality's financial statements as a whole. The
accompanying schedule of expenditures of federal awards is presented tor purposes of
additional analysis as required by U.S. Office of [4anagement and Budget Circular A-133,
Audits of States, Local Governments, and Non- Profit Organizations, and is also not a
required part of the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statement or the financial
statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. ln our opinion, the
information is fairly stated in all material respects in relation to the financjal statements as a
whole,

04,[c
PSC

San Juan, Puerto Rico
November 23,2010

Stamp No. 2575436 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy ofthis report.

2Lipez-Vega, CPA, PSC



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2010

This discussion and analysis of the Municipality of Cayey (Niunicipality) financial
performance provides an overview of the Municipality's financial activities for the fiscal year
ended on June 30,2010. The Management Discussion and Analysis (MD&A) should be read
in conjunclion with the accompanying basic financial statements and the accompanying
notes to those financial statements. The discussion and analysis includes comparative data
for prior year as this information is available for the fiscal year ended on June 30, 2009.
This MD&A is prepared in order to comply with such pronouncement and, among other
purposes, to provide the financial statements users with the following major information:

1. a broader basis in focusing important issues;

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

3. provide for an evaluation of its financial condition asoftheend ofthe indicated fiscal
year, compared with prior year results;

4. identification of uses of funds in the financing of the l{unicipality's variety of
activities and;

5. assess management's abilityto handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following comments about the financial condition and results of operations as reflected
in the financial statements prepared for fiscal year 2010 deserve special mention:

1. Total assets of the Municipality amounted to $149,582,103 which represents an
increase of 15% compared to prior fiscal year.

2. Atthe end offiscal year 2010, total liabilities amounted to $60,715,970. Outofsaid
amount, $49,557,966 corresponded to long-term liabilities of which $38,755,000
represented the outstanding balance of bonds and notes issued. The Municipality
contlnued to meet all debt service requirements, most of which was paid from self
generated revenues.

3. Total net assets of the lvunicipality amounted to $88,866,133 which represents an
increase of 29% compared to prior fiscal year.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL HIGHLIGHTS (CONTINUED)

4. Totar revenues avairabre for the financing of activities as reflected in the statementof Activities amounted to $56,882,923 derived from the following sources:
$3,878,588 charges for services; g9,972,524 from operatjng g;ants and
contributions; $9,370,831from capital grants and contributions obtained from other
sources, and $33,660,980 from general revenues available.

5. Total expenses incurred to afford the cost of all functions and programs as reflected
in the Statement of Activities amounted to $36,691,202.

6. As reflected in the Statement of Activities, the current fjscal year operations
contributed to an increase in the Net Asseis tjgure by 92O,2OI,727.

7. As of the close of the current fiscal year, the Municipality's Governmentat Funds
reported combined ending fund balances of $37,073,51g.

8. As the end of the current fiscal year, the lvlunicipality,s general fund balance
amounted to $5,092,919, compared to a fund balance of $6,541,186 in the prior
fiscal year, as restated.

9. The actual General Fund budgetary activities resulted in a favorable balance of
$4,157,538.

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The approach used in the presentation of the financial statements of the Municipality is
based on a government-wide view of such statements as welr as a presentation of individuar
funds behavior during fiscar year 2010. The combination ofthese two perspectives provide
the user the opportunity to address significant questions concerning the content of said
financial statements, and provide the basis for a comparabte analysis of future years
performance. The comparative analysis is a meaningful and useful management tool for
municipal management in the decision making process.

under the aforementioned approach, assets and liabilities are recognized using the accrual
basis of accounting which is similar 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 received or paid.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL STATEMENTS COMPONENTS

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

The Statement of Net Assets reflects information of the Municipality as a whole of a
consolidated basis and provides relevant information about its financial strength as
reflected at the end of the fiscal year. Such financial level is measured as the difference
between total assets and liabilities, with the difference between both items reported as net
assets. lt is important to note that although municipalities as governmental public entities
were not created to operate under a profit motive framework, the return on assets
performance plays an importa nt role in their financial operations. The higherthe increments
achieved in net revenues, the higher the capacity to increase the net assets figure either
thru additional borrowings or thru internally generated funds. This in turn will beneflt the
!ryelfare of the Municipality of Cayey constituents.

The Statement of Activities is focused on both gross and net cost of the various activities of
the Municipality, lt presents information which shows the changes in the Municipality,s net
assets atthe most recent fiscal year. Based onthe use ofthe accrual basis of accounting,
changes are reponed as soon as the underlying event occurs, regardless of the timing of the
related cash flows. Under said approach, revenues and expenses are reported in the
Statement of Activities based on the theory that it will result in cash flows to be realized in
future periods.

A brief review of the Statements of Activities of the Municipality at June 30, 2010, shows
total expenses incurred to afford the cost of all functions and programs amounted to
$36,681,202. lJpon examining the sources of revenues for the financing of said programs,
the Statement reflects that $23,22I,943 was derived from the following sources;
$3,87a,588 charges for services; $9,972,524 trcm operating grants and contributions; and
$9,370,831 from capital grants and contributions obtained from other sources. General
revenues for the year amounted to $33,660,980. When such figure is added to the
$23,22f,943 previously mentioned, total revenues available for the financing of activities
amounted to $56,882,923. There was an excess of revenues over expenses in the amount
of $20,207,721which contributed with an increase to the figure of net assets attained at
the end ofthe fiscal year.

5



COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2010

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The Fund Financial Statement is another important component of the N,lunicipality,s
financial statements. A fund is a grouping of related accounts that are used to maintain
accountability and controls over economjc resources of the llunicipality that have been
segregated for specific activities. The N4unicipal fund type of accounting is used to
demonstrate compliance with related legal requirements. lnformation offered thru this
statement is rimited to the r\4uniciparity most significant funds and is particurarry rerated to
the local government only, instead of the government as a whole. Government funds are
used to account for essentially the same functions as those reported as governmental
activities. The funds are reported using an accounting method known as modified accrual
accounting which measures cash and all other financial assets that can be readily converted
into cash.

The fund statement approach gives the user a short term view of the Municipality,s
government operations and the basic services it provides. Since the focus of government
funds is narrower than that of the financial statements as a whole, it also helps the user
with comparable information presented in the governmental activities report. By doing so,
readers of the basic financial statements may understand better the long,term effect of the
lMunicipality s short.term f inanciat decisions.

INFRASTRUCTURE ASSETS

Historically, a significant group of infrastructure assets (such as roads, bridges, traffic
signals, underground pipes not associated with utiljties, etc.) have not been recognized nor
depreciated in the accounting records of the Municipality. GASB 34 requires that such type
of assets be inventoried, valued and reported under the governmental column of ihe
Government-Wide Statement. The [4unicipality implemented the capitalization of
infrastructure since July 7,2OO2.

According to the requirements of GASB 34, the government must elect to either (a)
depreciate the aforementioned assets over thejr estimated useful ljfe or (b) develop a
system of asset management designed to maintain the service delivery to near perpetuity. If
the government develops the asset management system, (the modjfied approach) which
periodically (at least every three years), by category, measures and demonstrate its
maintenance of locally established levels of service standards, the government may record
its cost of maintenance in lieu of depreciation. ln this particular respect, the Mu;icipality
has elected the use of recognizing depreciation under the usefut life method and it
contemplates to continue this treatment on said basis.



COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL ANALYSIS OF THE MUNICIPATITYAS A WHOLE

Net Assets

The Statement of Net Assets serves as an indicator of the Municipality,s financial position at
the end of the fiscal year. ln the case of the Municipality of iayey, primary government

?:s:ls^ 9x:9:ded torat riabitities by $88,866,133 at the end oi 2010, compared to
$68,664,412 at the end of the previous year, as showed in the following condensed
Statement of Net Assets of the primary Government.

Condeed StatenErn of Net Asts 2010 200!t

Curr4tand other 6sets

Cu ent and other tiatitities

lnBted in carital 6sets, .et of retaled debt

47.1A9,747

102,392,356
43,530,734

86,433,253
3,659,013 a%

15,959,103 1a%

149.542.103 129,963,9a7 19,61a,116 15%

11,15a,O04

49,557,966
t7,TTa,7!6
43,527,859

(6,6L3,7L2) (37)%

6,O30,LO7 !4%

60,?!5,970

63,637,356

32,246,A20

(7,01A,O43)

$ aa,a66,133

61,299,575 (543.605) (1)%

45,274,253

27,41,3,599

(14,o23,44O)

4,363,103 15%

4,833.22t 1A%

7,005,397 (5O)%

$ 68,664.412 s 20,201,72! 29%

150,000,000

100,0m,000

50,000,000
E 2010

r 2009
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COMMONWEALTH OF PUERTO RICO
MUNICIPATIW OF CAYEY

MANAGEMENT'S DISCUSSION AND ANATYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL ANALYSIS OF THE MUNICIPATITYAS A WHOLE (CONTINUED)

Approximately 25 percent of the Municipality,s total revenue came from taxes, while 36percent resulted from grants and contributions, including federal aid. Charges for Servicesprovide 7 percent of the total reve les. The lvunicip;lity,s 
"rp"n""" "or"|. 

a range ofservices. The largest expenses were for health and weifare services liiz;, anO economic
development services (25%). As follows, a comparative analysis of go;ernmentat_wide datais presented. With this analysis, the readers have comparativJ information with thepercentage of change in revenues and expenses from prior year to current vear.

condensed stalement of Ac vlies 2o!o 2OO9

C ha rges for se rvices
Operating gEnts and contnbutons
capital EEnts and contriburions

Municipal licen* tax
[,l unicipa I sa tes and usetax
Grants and contributions not

restricted to specific p10g6ms

lnterest and investment earninEs

Gene6lgovemment

Health and wetfare
Culture and recreaton
Econom ic devetopmenr
Communitydevetopment
Urban devetopment

lnterest on long-term debt

Change in netasets

Net assets, begnning

Net assets, end oflear

56,882,923

$ 3,a7a,5aa
9,972,524
9,370,831

12,390,853
6,094,361
3,999,949

7,147,632
3,963,632

554,512
5,513,041

6,503,933
1,O75,O19

298,997
13,425,015
3,359,757
93a9,a37

423,67a
36,690

963,90a
7,275,O75

36,68!,202

20,20L,72!

64,664Aa2

$ 3,667,541
40,165,294
4,473,521

L7,607,LO7
5,542346
3,aa3,135

3,909,26a
4,732,320

475,502
435!A92

$ 2t!,o47 6%
1792,770) (2V")

4,497,310 tog%

783,746 7
512,015 9%
1,1_6,8!4 3yo

(2,761,636)
2,23!,312
(323,99O)
4,1,6!,549

9,635,397

17 Lo4)

129%
137%)
30a%

20%47,247,526

L5,2A4,70A
\34O,423
4,497,!O2

1-4,O77,8? 4
645,321
240,1A6

L,228,O90
53,449

2,307,6a4
1,604,685

41,359,922

5,487,604

62,776,80a
$ aa,a66,133 $ 6A,664,412

@,740,775) (57%)
(305,404) 122%)

(4,19a,10s) (93%)
(652,a59) (s%)
2,674,436 390%
9,07a,951 37eO%
(404,419) (66%)
(17,159) (32%)

(7,343,776) (5a%)
(329,6-to) t21%l

@,674,720) ta'/o\
14,314,!17 243y"

5,aa7,604 9%

$ 2O,2Oa,72L 29%
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

10%

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Revenues 2010 ! Charges for services

I Operating grants and contributions

a Capita I grants and contributions

I Property taxes

a Municipalsales and use tax

r Grants and contributions not
restricted to specific programs

E Other localtaxes

s lnterest and investment earnings

u Municipal license tax

r G€neral Government

r Public safery

% r Publicworks

lCulture and recreation

rHealth and welfare
9%

E E.Onomic developnent

9 Community d€velopment

r Education

! Urban development

c lnterest on long-term debt



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

MANAGEMENT'S DTSCUSSTON AND ANAtySts _ (coNTtNUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

Governmental Funds

The focus of the Municipality's governmental funds is to provide information on near_term
inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the Nlunicipality's financing requirements. ln particular, unreserved fund
balance may serve as a useful measure of a government's net resources available for
spending at the end of the fiscal year.

As of the end of the current fiscal year, the Municipality,s governmental funds reported
combined ending fund balances of $37,073,519, an increase of $3,224,A,O7 in
comparison with the prior year. There are reservations of fund balance amounting to
$35,687,517. This is the fund batance that it is not avaitabte for new spending becau;e it
has already been committed 1) $3,440,697 to liquidate contracts and purchase orders of
the prior fiscal year, 2) $6,956,40O to pay debt service, 3) g L8,434,157 to pay for capitat
projects, and 4) $6,856,263 for other purposes.

Within the governmental funds, it is included the general fund which is the chief operating
fund of the N4unicipality. As of Ju ne 30, 2010, the general fu nd has a n u ndesignated fund
balance of $1,386,001.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the [4unicipality Council revised the Municipality,s budget in
order to include increases in revenues that were identified during the course of the fiscal
year based on current developments that positively affected the Municipality,s finances_
lncreases in budgeted expenditures were also made since the law mandates a balanced
budget.

The actual Genera, Fund budgetary activities resulted in a favorable balance of
$4,157,538, caused mainly due to unexpected variances in revenue and expenditures.

CAPITAL ASSETS AND DEBT ADMINISTRATION

CapitalAssets

The lMunicipality's tnvestment in capital assets as of June 30, 2Ol]O, amounts to
$138,114,926, with an accumutated depreciation of $35,722,570 (including depreciation
charges for the year totaled $3,164,910), teaving a net book vatue of $102,392,356. This
investment in capital assets jncjudes tand. construction in progress, buildjngs,
lmprovements, equipment, infrastructure, furnishing, computers and vehicles.
lnfrastructure assets are items that are normally immovable and of value only to the state,
such as roads, bridges, streets and sidewalks, drainage systems, lighting systems, and
similar items.

10



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

CAPITAL ASSEIS AND DEBT ADMINISTRATION (CONTINUED)

The Nlunicipality finances a significant portion of its construction activities through bond or
notes issuances. The proceeds from bond and notes issuances designated for construction
activities are committed in its entirety for such purposes and cannot be used for any other
purposes. As of June 30, 2010, the Nrunicipatity has $17,808,173 of unexpended
proceeds mainly from bonds and notes issuances that are committed to future construction
activities.

Debt Administratlon

The Puerto Rico Legislature has established a limitation for the issuance of general
obligation municipal bonds and notes for the payment 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 ftIunicipality to be able to issue
additional general obligation bonds and notes, such lvtunicipality must have sufficient
"payment capacity'. Act No. 64 provides that a Nlunicipatity has sufficient ,,payment

capacity'to incur additional general obligation debt if the deposits in such municipality,s
Redemption Fund and the annual amounts collected with respect to such lvlunicipality,s
Special Additional Tax (as defined below), as projected by cDB, wi be sufficient to service
to maturity the Municipality's outstanding general obligation debt and the additional
proposed general obligation debt ("Payment Capacity").

The lvlunicipality is required under applicable law to levy the Special Additional Tax in such
amounts as shall be required for the payment of its general obligation municipal bonds and
notes. ln addition, principal ofand interest on all general obligation municipal bonds and
notes and on all municipal notes issued in anticipation ofthe issuance ofgeneral obligation
bonds issued by the N,lunicipality constitute a first lien on the Municipality,s Basic Tax
revenues.

Accordingly, the l\4unicipality's Basic Tax revenues would be available to make debt service
payments on general obligation municipal bonds and notes to the extent that the Special
Additional Tax levied by the Municipality, together with moneys on deposit in the
Municipality's Redemption Fund, are not sulficient to cover such debt service. lt has never
been necessary to apply Basic Taxes to pay debt service on general obligation debt of the
N4 u n ic ipa lity.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The N4unicipality relies primarily on property and municipal taxes as well as federal and state
grants to carry out the governmental activities. Historically, property and municipal taxes
have been very predictable with increases of approximately five percent. Federal and

LL



COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

ECONOMIC FACTORS AND NEXTYEAR'S BUDGETS AND RATES (CONTINUED)

State grant revenues may vary if new grants are available but the revenue also js very
predictable. Those factors were considered when preparing the Alunicipality's budget for
the fiscal year 2010-2011.

FINAL COMMENTS

The Municipality is an autonomous governmental entity whose powers and authority vested
on its Executive and Legislative Branches are specifically established in the Municipal
Autonomous Act approved in August 1991. By vjrtue of such powers, it provides a wide
range of services to its constituents which includes, among others, public works, education,
public safety, public housing, health, community development, recreation, waste disposal,
welfare and others. The Nlunicipality's principal sources of revenues are derived from
property taxes, municipal license taxes, subsidies from the Commonwealth of Puerto Rico's
General Fund and contributions from the Traditional and Electronic Lottery sponsored by
said Government.

The Municipality's management is committed to a continued improvement in the confection
of a budget that will response to the needs of the public and private sectors in accordance
with its permissible revenues levels. lt further contemplates to maintain or improve its
current levels of Net Assets as indicative of a strong financial position which has been
identified as one of the main short and long-term objectives of the l\,4uniclpality.

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayer,
customers, investors and creditors) with a general overview of the l\4unicipality's finances
and to demonstrate the Nlunicipality's accountability. lf you have questions about the
report or need additional financial information, contact the Municipality's Chief Financial
Officer.

L2



Commonwealth of Puerto Rico
Municipallty of Cayey

Statement of Net Assets
June 30, 2o1o

Governmental
Activities

Assets
Cash and cash equivalents

Cash with fascalagent

Municipal lice.se tax

Municip.l s,es and use tar

Land, improvemenis, and mnsvuction in prog€$

other capital ass€ts, net of depreiation

Toral @pital assets

Total assets

Llabllltles
Acclunts payable and accrled liabiriljes

Due to other govemmenial entities

Municipal licen* tax

Federal 8lant r*en!es

Due in moE than one yea,

Tolalllabllllles

Net As5ets

lnvested in capital assets, net of related debt

Total net assets

23,275.457

2!,6!6,3a2

11,638

301,568

1,376,576

!84,204
13,175

244,409

226,344

44,916,166

53,476,190

102,392,356

149,582,103

4,762.75!

1,055,216

5,O20,47!

919,566

3,789,482

45,764,084

60,715,970

63,637,356

14,434.157

6,9s6,400

6,456,263

(7,018,043)

$ aa,a66,133

The notes to the financ alstatements are an integrat part ofthis statement.
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Commonwealth of Puerto Rico

Municipallty ol Cayey

Statement of Activltles
For the Year Ended June 30, 2O1O

N€l (Elpen*) Revenue and

Changes ln Nel A$ets

Commun V development

lnterest on long-term debt

Tota I govern menta I a ctivities

$ 6,503,933

1,075,019

298,997

13,425,O15

3,359,757

9,319,137

423,671

36,690

963,904

1,275,475

742,103

\274332
2,442,a67

22,640

146,362

387,918

I,tt94,432

99,708

20,0m

u,735

199,369

1,5@227

6,674,757

1,168,891

26,956

(6,503,247)

(786,554)

2,459,rt80

11,947,1!6)

3,437.348

(9,299,137)

a2s,9ss

(9.734)

(764,539)

\1,215,O7s)

$ 36,681,202 $ 3,a7a5aa $ 9,972,524 $ 9370,831 (13,459,259)

Municipal sles and usiar

Gcnts and @ntibutions nol restncted to specfic progdms

hlerest and investment earnings

12,390,453

6,094,361

3,999,949

1,141,632

3,963,632

551,512

5,513,041

33,660,980

24,2A1727

64,664,412

48,866,133

The notes to the n na ncial starmenrs are an integrat parr ot lhis statemeni. L4
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Commonwealth of Pueto RIc6

Ivlunicipality ot Cayey

BalanceSheet
GovernmentalFunds

June 30,2O1O

Due b der glwnmeiG ediries

34,633 $ 23,215,451

s1554

_______3!!,:!t

3'..4o,87

$ 12.491454 S 6,707315 t

____ll:!!!,111

1730 73s I 46,75A636

The1016tothefinancialstatementsarean nteErat partofthisstatemert.
15



Commonweatth of Puerto Rico

Munlcipallty of Cayey

Statement of Reyenues, Expendltures and Changes in Fuhd Balances

covernmental Funds

FortheYear Ended June 30.2O1O

Erca (defiotncr) or rcwnu6 ovd

orh., lrian.rn! euc ((G)

Idar dher financing euIE ('B)

Fuid h. 6ne, begnni.e as rcsbcd

t2992.4731

(5613s5)

15s2,330)

5 6 956 400 S 935933 $ 37,073 sle

The notestotheflnanci. statementsarean nreErar part of thisstaremenr. 16
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commonwealth of Puerb nico
Municipallty of Cayey

Reconciliation oI the Aalance Sheet - covernmentat Funds
to the Siatement of Net AsseG

For the Year Ended lune 30,2010

Total Fund Sala.es- Govmmenral Fun(ts $ 37,073,51a

Amou.ls Gponed for Govehmental Acrivities in rhe sbtemenr of Net AsseG

other asts reponed in the statement ot Net asseG and not reported in

the governm ental fu nds: 226,U4

CapitalAsseG lsed in Govemmentar Activiles are notfinan.iatesources and therefore,
ae.ofteponed in lhefunds.ln the curcnt penod,lhese amounrs are:

Non Oepreriab e C€pital Asers
Depreciable Capitar Assets

Accumulated oepre.ianon

Totat c€pila Assets

Sohe ofthe Munic palityis revenueswittbe co lected after year end, butare not.vaitab e
soon enough to pay for the current period's e&endnure and therefore, are defered n

$ 4A.916,166

49,194,760
(35,722,574)

lnlergove.nmental Rece vables

102,392,356

7 249,642

Accounts payabre accumulated accordin8lorhe amrualbasis ofacourtn8. tn rhe curenr
period those accounts payable amount to: e,557,-761\

Some liabilites are not due and payable in the curent period and therefore, are not
reporied in the funds. Those liabilities consisl of:

General Bonds and Not6 l%r€ble

Due to other Governmental Enliles
Compensared Absenc6

34,755,000
4,27A,931

147.573

137,616

1,205,T45
2,952,596
1,O29,158

1,119,367

Total LongTerm Liabitiries

lota! Net Asts of Govemmentat Aclivid6

(49,557.966)

$ aa.a66,133

The notes tothe financlal statements ar€ an inleqralpart of this stalement. 77



Commonweallh ol Pueto RIco

luunlclpality ol Cayey

Reconclllatlon of the Statement of Revenues,
Erpendltures, and ChanEles ln Fund Balances ot

Governmental Funds to the stalement ot Actlvltles
For the Year Ended June 30,2010

Net Change ln Fund Batare - Tor2l GoErnmentat Flnds

Amounts reported for govemmental activities in the Staremenr of Activii es are differem b@ause:

Gove.nmenial Funds repon dpiral ouilays as expenditues. However, tn the Governhenlwtde Sratement of Acrivhes and
change in Net Asers, rhe cosi of tho* a$ets is 6l@1ed orer rhek estimsted usetut lives as deprecialion expense. This is
lhe amount of epital asts rmrded in the cureni period.

capitaleels r@eiwi asa donation aG nor rtrod.d n the Governmemd Funds, bMuse cuoent iinanciat r@urces are
not inwlved: however, the tranection m ust be reflsted n the cdernmenr-Wide Financ at Statemems ba*d o. ihe ta I vatue
of the donated pEpeny. This is rhe amolnr of donated €Dital a$ets reorded in the curent peiod.

Dispcal ol €pital ceG requne removal of .cl of rhe capital a$eis frod rhe 6phat ast accoum on rhe Govemmen!
Wide Siaiemenl of llet A$ets, isutting ih a te on dispost of capitat asrs on rhe Golenment Wide StaEmenr of Activities
and change i3 Na ars€ls.

Depr&ialion expen* on capital asseB is Gponed n the Gorernmenlwide Sbremenls of Ad viti6 .nd Change in Nel A$ets,
bul they do .ol @quiE the use ol curent financlal r€urcs. TheEfoE, depreciarion expen* is not reponed as expendnures
n Govenmental Funds.

Bonds and no16 pr@eeds provide cu eft nnancial reeurces to Govemmentat Funds bur isuing debt tncrea* tong€m
liabilftiB in the Governmenl.wide statemem oi Net A$ets. Repalment ot bonds and not6 p ncipat is an erpenditure in
Geemmental Funds, bL1the repayment reduces tong rh Iabitfties in rhe Governoent Wide Sraremenl of Net Aseis. This is
fte amoum bywhichrhe d€bt pr@eds exceed debl *toice principalpaymenls.

Repayment of JonE tem popeny rax advance debi is an expenditure in cdemmenta Fu nds, bd the repaymenr rcducB ong
tem property rax adwnce debt fi the Govemmenl,wide stalement of Net Asts. The folowinE amount rep.@nt fte change
in long-tem property tax advan@ debt lrom prEr y€ar.

Long.iem @mpen$ted absenB are eponed i. rhe Govehmenlwide sratement of Activil6 and chang* in Ner a@ls
bln they do noi equne the u* o, cu(emfinancial reurG. Therefo@, tongtem compensred ab*nG we@ noi reponed
6 apendhures in Gdemental Funds. lhe lollowing amouni rep@ntlhe change in tongrrm comp€n$led abences from

Longtem claims and judgements are reponed in the Govehmentalwide StaGmenr of Acriviti6 a.d Changes in Ner Aets
bu they do nol requirc the lse of curcnt nnancial rsurc6, Thereiore, claims and judemenls are not reooned as
expenditlEs in Gowrnmeni Funds.Ihe following amounl reprent the chang€ in long-term claims a.djudgmenG nom prior

Lonc$em landfill obligation is reponed in the Govehmental wide starenem of actilitis and chang6 rn Net A*ers but they
do not requke the us of curent fnancia r@urc6 Therefore, landrill obligation is not reDorted as er@ndhurcs in
Govehmem Funds. Thelollowingamounr €preniihechange in long term tandfitiobtigarionlrom prorye.r.

R€paym€nt of bn8 tem Puelro Ri@ Eledrc Power aLrhoriiy (PREPA) is an expendirurc in Gdehmentat Funds, bur rhe
repaymenl reduc long term PREPA in fie Governmeniwide statement ot Ner A$e1s. The fo owtng amoum reDr6eft th€
cha.Ee ln longtem PREPAdeblfrom p orye..-

Repayment ot long term Land lflformation Managemenr srstem (LlMs) is an exp€ndiiure in Govehmemat Funds, bm fie
repayment redlce long rem LlMs in rhe Governmenl wide st.lement of Nel Asers. The fo owtng amoum reprBenl rhe
change in long rem uMs debl fom p or year.

Revenu6 in the Statement ol Activni6 rha do not provlde curent financlar @eurc are not reponed as revenue n rhe
funds. The followingamount repr6ents the change in this revenue from p or year.

Expen*s Eponed in the Governmemal Funds but nor €porred n the Governmenlwide Starement of A.tiviti6 and Change n
Net A$ets bsalse they mo6t be €pirarized

Exp€ls reported in the Gove.nment \ryide Sralemem ol Act viries and change in Net A$ers, but noi rc@rren as in the
Go@hmemalFunds be€use they do noi requ re rhe lse olcunemfinancial resourcB. The lolowingahounr repreents the
cha.ge in this e&en*s nom p or year.

change ln N.t aset3 ot GoEnm.ntar AcrMr,6

73,827,771

5,394,031

(97,1a9)

3,224.801

(7.596,000)

110.650

1,24\,364

02,444)

52157

91,376

6,673,O37

(14,610)

374,88!

$ 2020L721

The notes to the fina ncial statements are an integralpart of this statement. 18



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2O1O

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Cayey (N.4unicipality) was founded on the year t773. The
lvunicipality's governmental system consists of an executive and legislature body. lt
is governed by a l\4ayor and a sixteen-member lvunicipal Legislature who are elected
for four-year terms.

The Nilunicipality provides public safety, public works, culture and recreation, health
and welfare, urban development, education, economic development, and other
miscellaneous services.

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

In June 1999, the Governmental Accounting Standards Board (GASB) issued
Statement No. 34, "Basic Financial Statements and Management's and Discussion
and Analysis for State and Local Governments." This Statement, known as the
Reporting lModel, provides for the most significant change in flnancial reporting for
state and local governments in over 20 years and affects the way the Municipality
prepares and presents financial information. The Statement was adopted as of July 1,
2002, ln addition to this Statement, GASB Statement No. 37, 'Basic Financial
Statements and Management's Discussion and Analysis for State and Local
Governments: Omnibus" and GASB Statement No.38, "Certain Financial Statement
Note Disclosures" have been adopted and are reflected in these financial statements.

As part of this Statement, there is a reporting requirement regarding the capitalization
of local government infrastructure (roads, bridges, traffic signals, etc.). This
requirement permits an optional fourJear delay for implementation to fiscal year
ended on June 30,2007. The N.,lunicipality implemented the capitalization of
infrastructure since July 1,2OO2.

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

A. Component Units

ln evaluating how to define the Municipality for financial reporting purposes,
management has considered all potential component units. The decision to include
a potential component unit in the reporting entity was made by applying the
provisions of Statement No. 14, The Financial Reporting Entity, of the GASB, as
amended by the GASB Statement No. 39, "Determining Whether Certain
Organizations Are Component Units an amendment of GASB Statement 14". The

19



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

basic, but not the only criterion for including a potential component unit within the
reporting entity is if elected offlcials of a primary government are financially
accountable for the entity. Financial accountability exists if the primary governmental
appoints a voting majority of the entity,s governing body, and if either one of the
following conditions exist: the primary government can impose its will on the other
entity or the potential exists for the other entity to (1) provide specific financial benefits
to or (2) impose speciflc financial burdens on the primary government. A second
criterion used in evaluating potential component units is if the nature and significance
of the relationship between the entity and a primary government are such that to
exclude the entity from the financial reporting entity would rend€r the financial
statements misleading or incomplete. Based on the above criteria, the lvlunicipality
does not have component units to include within its reporting entity.

B. Government-wide and fund financial statements

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

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

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

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

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

3- Fund financial statements focus on information about the Municipality,s major
governmental funds. Major individual governmental funds are reported as
separate columns in the fund financial statements. The Municipality reports the
following major governmental f unds:

20



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

General Fun& ls the accounting entity in which all governmental activity, except
that which is required to be accounted for in another fund, is accounted for. Its
revenueS consist mainly of taxes, licenses and permits, intergovernmental
revenue, charges for services and other.

Special Revenue Furd - State & Locat crants- is the accounting entity in which
revenues derived from local funds and state grants, is accounted for. The uses
and limitations of each special revenue fund are specified by lvlunicipality
ordinances or state statutes,

COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2010

Special Revenue Fund - Head Start- is the accounting entity, in which revenues
derived from head start and child and adult care food program grants, is
accounted for. The uses and limitations of each special revenue fund are specjfied
by Municipality ordinances or federal and state statutes.

Capital PrcJects Fund - State & Local Grants - is the accounting entity in which
revenues derived from local funds, and state grants or other restricted revenue
sources related to capital projects, is accounted for. The uses and limitations of
each capital project fund are specified by lvunicipality ordinances or state
statutes.

Debt Seryice Fund - is the accounting entity used to account for the resources
accumulated and payments made for principal and interest on long-term general
obligation bonds of governmental funds.

The other governmental funds of the Municipality account for grants and other
resources whose use ls restricted to a particular purpose.

4. The notes to the financial statements provide information that is essential to a
user's understanding of the basic financial statements.

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

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

2L



COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDEDJUNE 30, 2O1O

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

C. Flnancial reporting presentatlon

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

Genenl Fund- General Fund is the general operating fund of the Municipaljty. It is
used to account for all governmental activity, except those required to be accounted
for in another fund.

Special Revenue Furd - State & Locat Grarts - Special Revenue Funds are used to
account for revenues derived from local funds, state grants or other restricted
revenue sources. The uses and limitations of each special revenue fund are
specified by lvlunicipality ordinances or state statutes.

Special Revenue Fund - Section 8 - Special Revenue Funds are used to account for
revenues derived from section 8 choice voucher program. The uses and limitations
of each special revenue fund are specified by Nlunicipality ordinances or federal and
state statutes.

Special Revenue Fund - Head Start - Special Revenue Funds are used to account for
revenues derived from head start and child and adult care food program funds. The
uses and limitations of each special revenue fund are specified by l,runicipality
ordinances or federal and state statutes.

Special Revenue Fund - Other Federal Grarts - Special Revenue Funds are used to
account for revenues derived from federal grants. The uses and limitations of each
special revenue fund are specified by N,4unicipality ordinances or federal and state
statutes.

Capital Projects Fund - State & Local Grants - Capital Project Funds are used to
account for financial resources used for the acquisition or construction of major
capitalfacilities.

Capital Projec6 Fund - Federal Grants - Capital Project Fund are used to account for
revenues derived from federal grants related to capital projects. The uses and
limitations of each special revenue fund are specified by Municipality ordinances or
federal and state statutes.
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2010

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

Debt Seryice Fund Debt Service Fund are used to account for the accumulation of
resources for and the payment of, general long-term debt principal, interest, and
related costs.

D. Measurement focus, basis of accounting and financial presentation

Except for budgetary purposes, the basis of accounting used by the fr4unicipallty
conform to accounting principles generally accepted jn the United States of America
("USGMP'I as applicable to governmental units. The accounting and financial
reporting treatment applied to a fund is determined by its measurement focus.

The government wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.

The Municipality has elected not to apply all Statements and lnterpretations issued
by the Financial Accounting Standard Board after November 30, 19g9, in accordance
with GASB Statement No.20.

Governmental fund iinancial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the government considers revenues to be available if they are collected
within the current period or soon enough thereafter. Expenditures are recorded
when the related fund liability is incurred, except for principal and interest on general
long-term debt, claims and judgments, and compensated absences, which are
recognized as expenditures when payment is due. General capital asset acquisitions
are reported aS expenditure in governmental funds. proceeds from issuance of
general long-term debt reported as other financing sources.
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COMMONWEALIH OF PUERTO RICO

MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

1. ORGANTZATTON AND SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property taxes, other taxes, licenses, and interest associated with the current flscal
period are all considered to be susceptible to accrual and so have been recognized
as revenues ofthe currentfiscal period. All other revenue items are considered to be
measurable and available only when the government receives cash-

Privat+sector standards of accounting and financial reporting issue prior to
December 1, 1989, generally are followed in the government-wide financial
statements to the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board. Governments also have
the option of following subsequent privatesector guidance for their business- type
activities and enterprise funds, subject to this same limitation. The lvlunicipality has
elected not to follow subsequent private€ector guidance.

As a general rule the effect of interfund activity has been eliminated from the
government-wide financial statements. Amounts reported as program revenues
include 1) charges to customers or applicants for goods, services, or privileges
provided, 2) operating grants, and contributions, and 3) capital grants and
contributions, including special assessments, if any. lnternally dedicated resources
are reported as general revenues rather than as program revenues. Likewise,
general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the
government's policy to use restricted resources first, then unrestricted resources, as
they are needed.

The preparation of the financial statements in conformity with accounting principles
generally accepted in the United Stales of America ('USGMP') requires management
to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from
those estimates.

E. Assets, liabilities and net assets

1. Cash and cash equivalents, and cash with fiscal agent- The lvlunicipality's cash
and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the
date of acquisition.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDEDJUNE 30, 2O1O

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

Cash with fiscal agent in the debt service fund represents special additional
property tax collections retained by the Commonwealth of Puerto Rico and
restricted for the payment of the l\4uniclpality's debt service, as established by law.
Also, cash with fiscal agent consists of unused proceeds of bonds and notes
issued for the acquisition of equipment and construction of major capital
improvements.

2. Recelvables and payables. Activity between funds that are representative of
lending/borrowing arrangements outstanding at the end of the fiscal year are
referred to as either "due tolfrom other funds" (i.e., the current portion of
interfund loans) or "advances to/from other funds" (i.e., the nonrurrent portion of
interfund loans). All other outstanding balances between funds are reported as
"due t from other funds."

Advances between funds, as reported in the fund financial statements, if any, are
offset by a fund balance reserve account in applicable governmental funds to
indicate that they are not avallable for appropriation and are not expendable
available financial resources.

Receivables are stated net of estimated allowances for uncollectible accounts,
which are determined, based upon past collection experience and current
economic conditions. lntergovernmental receivable in general fund represents the
balance owed from the Municipal Revenue Collection Center (CRllV), related to
preliminary liquidation. lntergovernmental and federal grant receivable in the
special revenue or capital project funds represent amounts owed to the
l\,lunicipality for reimbursement of expenditures incurred pursuant to federally
funded or state founded programs. lntergovernmental receivable in the debt
service fund represent the dlstribution of property tax collected by the CRIM whjch
is restricted for the debt service.

3. lnventories- lnventories in the general fund is recorded as expenditure and,
consequently, the inventory is not recorded in the statement of net assets.

4, Capital assete Capital assets, which include property, equipment and
infrastructure assets (e,9., roads, bridges, sidewalks and similar items), are
reported in the governmental activities column in the governmental-wide financial
statements. The Municipality defines capital asset as assets with an initial,
individual cost of more than $25 and an estimated useful life in excess of one
year. Such assets are reported at historical cost or estimated historicalcost if
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

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

purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the
asset or materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed.

Capital asseG of the Municipality, as well as the component unit, are depreciated
using the straight-line method over the following estimated useful lives:

Descriotion
Buildings and site improvements
lnfrastructure

Vehicles
Furniture and flxtures
Machinery and equipment

Capitalizailon threshold

$1
$1
$1
$1

$25
$25

uselul Life
40 years
40 years
10 years
5 years
5 years

3 to 5 years

5, Long'term obligations- The liabilities reported in the government-wide financial
statements include the general and special obligation bonds and notes, and other
long-term liabilities, such as vacation, sick leave, litigation, long-term llabilities to
other governmental entities and landfill closure and post closure care costs.

ln the fund financial statements, governmental fund types recognize bond
issuances cost, during the current period. The face amount of debt issued is
reported as other financing sources, while bond issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as expenditures in
the general fund.

6. Compensated absences- Employees accumulate vacation leave at a rate of 2.5
days per month up to a maximum of 60 days, Unpaid vacation time accumulated
is fully vested to the employees from the iirst day of work. All vacation pay it is
accrued when incurred in the government-wide financial statements.

Employees accumulate sick leave at a rate of 1.5 days per month up to a
maximum of 90 days. Upon retirement, an employee receives compensation for all
accumulated and unpaid sick leave at the current rate, if the employee has at
least 10 years of service with the N,lunicipality. All sick leave pay and salary related
benefits are accrued when incurred in the governmental-wide financial statements
when the employee meets such criteria.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

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

7. Claims and judgments- The eslimated amount of the liability for claims and
judgments, which is due on demand, such as from adjudicated or set ed claims, is
recorded in the general fund when the liability is incurred.

8, Reservations ot fund balance. Reservations of fund balance in the fund financial
statements represent portions of fund balances that are legally segregated for
specific future use or are not appropriated for expenditure. The lvunicipality has
the following reservations of fund balance:

a. Encumbrances- Represent future expenditures under purchase orders,
contracts and other commitments. These committed amounts generally will
become liabilities in future periods as the goods or services are received.

b. Capital Projecti Represent the reservation of amounts to be used for future
expenditures for capital projects under contracts and other commitments.
These committed amounts generally will become liabilities in future periods as
the projects are completed.

c. Otfer Purposes- Represents net assets available for specific use and\or legally
segregated for other specific future use.

d. Debt Servrce Fund- Represents net assets available to finance future debt
service payments.

9. Net Assets - ln the government-wide statements, net assets are segregated into
three categories:

a. lnvested in capital assets, net of related debt: Consist of capltal asset
balances net of accumulated depreciation and outstanding balances of any
bonds, notes and other borrowings that are attributable to the acquisition,
construction, or improvement of those assets. This category should not
include cash that is restricted to capital assets acquisition or construction
(unspent bond proceeds)and any unamortized debt issue costs.

b. Restrided net assets: Represent net assets that are subject to restrictions
beyond the Municipal's control. These include restrictions that are externally
imposed (by creditors, grantors, contributors, or laws and regulations of other
governments) or restrictions imposed by the law through constitutional
provisions or enabling legislation (including enabling legislation passed by the
government itselD.
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1. ORGANTZATTON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

c. Unrestricted net assets: Represent net assets that do not meet the definition
of net assets invested in capital assets, net of related debt or restricted,
Unrestricted assets are often designated to indicate that management does
not consider them to be available for general operations. These types of
constraints are internal and management can remove or modify them.
Designations are not reported on the face statement of net assets.

lo.Accounting for Pension Costs. For the purpose of applying the requirements of
GASB Statements No.27, AccountinEfor Pensions by State and LocalGovernment
Employers (GASB No. 27), the state government of the Commonwealth of puerto
Rico is considered to be the sponsor of the Employee's Retirement System of the
Government of Puerto Rico and its lnstrumentalities (ERS) and System 2OOO, a
multi-employer cost-sharing deflned benefit plan and a hybrid defined contribution
plan, respectively, in which the employees of the Municipatity participate. The
Munlcipallty is considered a participant and not a sponsor, of these retirement
systems since the majority of the participants in the aforementioned pension trust
funds are employees of the Commonwealth of Puerto Rico. Accordingly, no portion
of the net pension obligation (NPO) related to ERS has been aflocated to the
Municipality in the accompanying basic financial statements. The basic financial
statements of the Commonwealth of Puerto Rico report the total amount of the net
pension obligation of ERS, including any amount that may correspond to the
Municipality.

l.l.lnterfund and intra-entity transactions- The Municipality has the following types of
transactions amongfunds:

a. Operating Transfers Legally required transfers that are reported when incurred
as "Operating transfer-in' by the recipient fund and as "Operating transfers-out,,
by the disbursing fund.

b. lntra-Entity Transactions- Transfers between the funds of the primary
government are reported as interfund transfers with receivables and payables
presented as amounts due to and due from other funds.

12.Rlsk financing- The lMunicipality carries commercial insurance to cover casualty,
theft, tort claims and other losses. lnsura nce policies are negotiated by the puerto
Rico Treasury Department and costs are allocated among all the Nlunicipalities of
Puerto Rico.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

L. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cost of insurance allocated to the lvunicipality and deducted from the gross
property tax collections by the CRllVl for the year ended June 30, 2010 to
$695,543. The current insurance policies have not been cancelled or terminated.
The CRIM also deducted $580,335 for workers compensation insurance covering
all municipal employees.

CASH AND CASH EQUIVALENTS

The l\4unicipality maintains its deposits in various commercial banks located in puerto
Rico and Government Development Bank for Puerto Rico (GDB). proceeds from bonds
and funds related to certain grant awards are required by law to be held with cDB.

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 4O),
Deposit and lnvestment Risk Disc,osure, an Amendment to GASB Statement No. 3. This
statement requires that state and local governments disclose essential risk intormation
about deposits and investments. The disclosure requirements cover four main areas: (1)
credit risk, (2) interest rate risk, (3) custodial credit risk, (4)foreign exchange exposure.

Credit isk - This is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. ln compliance with the laws and regulations of the Commonwealth,
the N4unicipality has adopted, as it's custodial and credit risk policy, the Statemert of
lnvestment Guidelines for the Government ol the Commonwealth of puefto Rico.
Accordingly the Municipality invests only in obligations of the Commonwealth, obligations
of the United States of America, certificates of deposits, commercial paper, bankers,
acceptances, or in pools of obligations of the municipalities of Puerto Rico, which are
managed by GDB. According to the aforementioned investment guidelines, the
Municipality does not invest in marketable securjties or any types of investments for
which credit risk exposure may be significant. Therefore, the lvlunicipality's management
has concluded that the risk related to any possible loss related to defaults by
commercial banks on the Municipality's deposits is considered low at June 30, 2010.

lnterest rate risk - This is the risk that changes in interest rates of debt investments will
adversely affect the fair value of an investment, The Municipality manages its exposure
to declines in fair values by: (1) not including debt investments in its investment portfolio
at June 30, 2010, (2) limiting the weighted average maturity of its investments to three
months or less, and (3) keeping most of its bank deposits in interests bearing accounts
generating interests at prevailing market rates. At June 30, 2010, the Municipality,s
investments in certiflcates of deposits are recorded at cost, which approximates their fair
value. Therefore, the lVunicipality's management has concluded that at June 30, 2010,
the interest rate risk associated with the Municipality's cash and cash equivalents is
considered low.

2.
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2. CASH AND CASH EQUIVALENTS (CONTINUED)

Custodlal credit risk - ln the case of deposits, this is the risk that in the event of a bank
failure, the lvlunicipality's deposits may not be recovered. Pursuant to the Statement oF
lnvestment Guidelines for the Government of the Commonweafth of puefto Rico ihe
balances deposited in commercial banks by the Municipality are insured by the Federal
Deposit lnsurance Corporation (FDIC) generally up to a maximum of $250,000 per
depositor.

Custodial credit risk ln addition, public funds deposited in commercial banks by the
Municipality are fully securities pledged as collateral are held, in the N4unicipality's
name, by the agents of the Commonwealth's Secretary of Treasury_ Deposits with GDB
are uninsured and uncollateralized. However, no losses related to defaults by GDB on
deposit transactions have been incurred by the lMunicipality through June 30, 2010.
Therefore, the Municipality's management has concluded that at June 30, 2O1O the
custodial credit risk associated with the lvlunicipality's cash and cash equivalents is
considered low.

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the
value of an investment or a deposit. According to the aforementioned investment
guidelines, the Municipality is prevented from investing in foreign securities or any other
types of investments in which foreign exchange risk exposure may be significant.
Accordingly, management has concluded that the foreign exchange risk related to the
Municipality's deposits is considered low at June 30, 2010.

Under Commonwealth of Puerto Rico statutes public funds deposited in commercial
banks must be fully collateralized for the amount deposited in excess of federal
depository insurance. All securities pledged as collateral are held by the Secretary ofthe
Treasury of Puerto Rico. ln addition, the t\4unicipality maintains deposits with the
Government Development Bank for Puerto Rico (GDB).

The N,lunicipality's bank balances in commercial banks of $LL,227,754, $5,159,083,
$525,923, $5,464,058 in the general fund, special revenue fund€tate and locat grants,
special revenue fund Head Start, and capital project fund - state and local grants,
respectively, were fully collateralized at June 30, 2010. ln the other governmental funds
were deposits with commercial banks of approximatety $844,633 that were fully
collateralized.

The deposits at GDB of $1,548,232 that is restricted for other purposes in the speciat
revenue fund-state and local grants, the $12,870,847 that is restricted principally for
capital projects in the capital project fund - state and tocat grants, the $6,869,466 in
the debt service fund, and the $327,837 in the other governmental funds are unsecured
and uncollateralized, as no collateral is required to be carried by governmental banks.
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3. RECEIVABLES

a. Municipal License fax- The lvunicipality imposes a municipal license tax on all
businesses that operate within the l\4unicipality, which are not totally or partially
exempt from the tax pursuant to lhe lndustrial lncentives Acts of the Commonwealth
of Puerto Rico. This is a self-assessed tax based on the buslness volume in gross
sales as shown in the tax return that is due on April 15 of each year. Entities with
sales volume of $ 1,000,000 or more must include audited financial statements
together with the tax return. During the fiscal year ended June 30, 2010, the tax
rates rrtere as follows:

1. Financial business- 1.50% of gross revenues

2. Other organizations- 0.5070 of gross revenues

This tax is due in two equal installments on July l and January 1of each fiscal year.
A discount of 5% is allowed when full payment is made on or before April 15.
l\4unicipal license tax receivable of $11,638 represents filed municipal llcense tax
returns that were uncoltected as of June 30, 2010, net of allowance for uncollectible
accounts.

Municipal license taxes collected prior to June 30 but pertaining to the next fiscal
year is recorded as deferred revenues.

b. Municipal Sales and Use Tax- On July 29, 2007, an amendment to Act No. 117 of
July 4, 2006, known as the "Tax Fairness Act of 2006", was enacted with the
purpose of establishing a mandatory sales and use tax of 1.5% at the Municipal
Level. The lvunicipalities of pueno Rico are responsible to collect 1% of the
corresponding tax with the same exemptions and limitations that the portion
collected by the Treasury Department. The Act provldes an optional surtax on the un_
process food. This surtax must be approved by the l\4unicipal Legislature_ The
Treasury Department is responsible to create the l\4unicipal Development Fund (.1%),
the l\4unicipal Redemption Fund (.3%) and the Municipat tmprovements Fund (.1%)
with the remaining 0.5%.

Municipal sales and use tax receivable of $301,568 represents filed municipal sales
and use tax returns that were uncollected as of June 30, 2OlO, net of allowance for
uncollectible accounts.
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3. RECETVAB|_ES(CONTTNUED)

c, I nte rgove mme nta I Receivables

lntergovernmental receivable in
receivable at )une 20, 2OlO.
receivables:

the debt service fund represents property tax
Following is a detail of the intergovernmental

Governmental Entiw

Municipal Revenue Collection Center (CRINI)

Total

PloEram Descriotlon

Community Development Block Grant
Public and lndian Housing
Disaster crants-Public Assistance
Others

Total

4. INTERFUNDTRANSACTIONS

a, Due fromlto other fund:

Receivable Fund Pavable Fund puroose

Federal grants receivable in other governmental funds represents expenditures
incurred not yet reimbursed by the Federal government or the pass-through grantors.
Following is a detail ofthe federal grants receivable:

Amount

$ 86.934

$___i6834

Amount

$ 95,639
44,213
37,668

6.684

$ia4204

lnterfund receivables and payables at June 30, 2010, and jnterfund transfers during the
fiscal year ended at June 30, 2010, are summarized as follows:

General Fund

GeneralFund

Amounl

$ 465,161

774,954

SpecialRevenue Fund- Payrolls, accruals, and other
State & LocalGrants expenditures not reimbulsed

Other Governmental Payrolls, accruals. and other
Funds expenditures not reimbuEed
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4. INTERFUND TRANSACTIONS (CONTINUED)

b. Transfer inlout to other fund

Receivable Fund

General Fund

Other Governmental
Funds

CapitalProjects Fund-
State and Local Grants

Total

Transferout

GeneralFund

GeneralFund

Pavable Fund
Capital Projects Fund,
State and LocalGrants

Genelal Fund

Generai Fund

Transfer ln

Debt Service Fund

Capital Projects Funds -
State & Local Grants

Puroose
Payrolls, accruals, and other
expenditures not reimbursed

Reimbursable Expenditures

Rejmbtrrsable Expenditures

Puroose

Debt Retirement

Transfer of funds
specialpurpose

Amount

$ 303,908

729,406

7\.446

$1.084€75

Al0orl!!

$ 141,085

3,365,000

552,330

9.565

$4067-980

Other Governmentat Funds oebtService Fund Debt Retirement

Other covernmental Transfer of funds for
other Governmental Funds Funds specialpurpose

Total

5. NOTES RECEIVABLE

At June 30, 2010, the notes receivable are composed ofthe following:

Descdotlon

Note receivable from "Cooperativa Agrcoomercaal de p.R., La Marquetin", ln
the ofiginalamount of $ 740,OO0, to be colected as foltows:

1. Monthly interest payments of $ 1,850, at 3% annual interest rate. from
the flrst through the end of the ftfth year;

2. Monthty instattments of $ 5,11O, including interest at 3%, staning on the
siKh yearthrough year 2011.

Total

Amount

$ 244.409

c2144a_e



COMMONWEALTH OF PUERTO RICO
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

6, CAPITAL ASSfiS

Capital assets; those with an estimated useful live of one year or more from the time of
acquisition by the Municipality and a cost of $25 or more, are primarily funded through
the issuance of long-term bonds and loans, A summary of capital assets and changes
occurring in 2010, including those changes pursuant to the implementation of GASB
Statement No, 34, follows. Land and construction in progress are not subject to
depreciation:

Governmental Actlvltles:

Capital asset, not being
depreciated:

Land
Construction in progress

Total capital assets not being
depreclated

Capital as.sets, belng depreciated:

Buildings and buildings
improvements

Equlpment
lnfrastructure and inf rastructure
improvements
Work ofart
Vehicles

Total capital aigets being
depreclated

Less accumulated depreciatlon
lota

I'rildings and buildings
improvements
Equipment
lnf rastructure and inf rastructure
improvements

Vehicles

Total accumulated deprcclatlon

Total capital a$sets belnE
depreclated, net

Governmental activitios capital
assets, net

(32.577.994\ (3.164.9101 20.334

48.840.560 4.67 7.325 135.695)

$ €tu1ii3253 $ 15.056292 9. 197J89

Ealance
June 30.2009 Additions Rethements

Balance
June 30. 2010

$ 23,655,656
13.937.037

37.592,693

47,784,927
5,425,367

18,115,394
7,350

9.685.516

81.418.554

$-
77.344.967

7L344.967

6,764,532
362,7A0

365,365

343.558

7.836.235

11,729,444)
(766,239)

(667,600)
(735)

t600.a48)

$
r61.494i

{61.494)

$ 23,655,656
25.260.510

48.916.166

54,549,459
6,732,77a

18,480,759
7,350

10.o29.074

89.198.760

114,527,776)
G,774,746)

(6,974,093)
Q,Oa2)

(7.895.a97)

(56,029)

(56.029)

20,334
(75,657,264)

13,924,O57)

(7,641,693)
Q,At7)

(8.496.745)

t35.722.57 0\

53.476.190

$102it92356
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7. CAPTTAL ASSETS (CONTINUED)

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

Governmefltal activitles:

General government
Public safeB
Public works
Community development
Culture and recreation
Health and welfare
lJrban development
Economic development

Total deprcclatlon €xpensegovemmental activities

8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Amount

$ 1,203,225
4o,223

916,754
716,587
613,566
2a5,697

9,734
I

9.115

$ 31@1910

Accounts payable and accrued liabilities at June 30, 2010 are summarized as follows:

Desciotion

Special Special Capital
Bevenue Fund Aercnue Projects fund

General -state& Fund - -stare&
t!!d Loc6lGranc HeadSt.rl LocalGlantg

Debt other
Serylce Govemmental
ElC tclC Istal

Accounts pa'€ble $ 63o,so1 $ 13,061 $ 42,535 $ 234,270 $ $ 132,724 $1,0s3,091

Accrued liabilities 551.899 - 551.a99

rotar $1i182!l@ $ l:to61 E _42.5:t5 E_23L220 l . $ 1221 $L-604t90

9. DUE TO OTHER GOVERNMENTAL ENTITIES

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

Governmental Entltv

Puerto Rico Aqueduct and SewerAuthority
Pueno Rico Telephone Company
Department of Treasury
lntemal RevenueService
State lnsurance Fund Corporation
Genera I Seruice Administration
Puerto Rico Electric Power Authority

Tolal

The lvlunicipality reached agreements with other governmental entities for the payment
of debts on a long-term basis. These liabilities are presented in the Statement of Net
Assets as non- current liabilities.

Amount

$ 37,264
11,415

532,O43
90,279
66,379

100
317.396

L1-055216
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9. DUE TO OTHER GOVERNMENTAL ENTITIES (CONTINUED)

During the fiscal year 2OO7-2OO2, the Municipality authorized the CRltvl to retain the
corresponding portion for the financing project of Land lnformation l\,lanagement System
- LIMS, contracted by the CRllVt. A totat of $777,289 is to be retained in a ten years
period at an interest rate of 5.95%, until November 2A,2OIL. At June 30, 2010, the
outstanding debt balance was $ 147,513. This amount will be presented in the
government wide statement of net assets.

DEFERRED REVENUES

a. Municipal License Tax- The deferred revenues of $ 5,020,471 in the general fund
relates to municipal license tax collected in fiscal year 2OO9-1O that wilt be earned in
fiscal year 2010-11.

10.

b. Federal Grantg The deferred revenues presented
start represent the portion of federal grants
expenditures have not been incurred. Deferred
gra ntors are as follows:

Prodram Descriotion

Head Start Program

Tolal

in special revenue fund - head
received for which qualifoing

revenues from the pass-through

Arseu!
$ 483.388

$ 1183388

Amount

$ 354,867
14,840
13,040
49.431

$-436178

The deferred revenues presented in other governmental funds represent the portion
of federal grants received for which qualifying expenditures have not been incurred.
Deferred revenues from the federal government or the pass-through grantors are as
follows:

Pro€ram Descdotion

Disaster G ra nts-Public Assista nce
Public and lndian HoLrsing
Child and AdultC€re Food Progmm
Others

Total
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11. PROPERry TAXES

The personal property tax is self assessed by the taxpayer on a return which is to be filed
by May 15 of each year with the Municipat Revenue Co ection Center (CR|N4), a
governmental entity created by the government of puerto Rico as part of the lvunicipal
Governmental Autonomous Laws of August 1991. Real property tax is assessed bythe
CRll\4 on each piece of real estate and on each building.

The assessment is made as of January 1 of each year and is based on current values for
personal property and on estimated values as of 1957 for real property tax. The tax on
personal property must be paid in full together with the return by May 15, The tax on
real property may be paid in two installments by July 1 and January 1. The CRIN4 is
responsible for the billing and collections of real and personal property taxes on behalf of
allthe municipalities of Puerto Rico. priortothe beginning of each fiscalyear, the CRIM
informs the Municipality of the estimated amount of property tax expected to be collect
for the ensuing fiscal year. Throughout the year, the CRIM advances funds to the
Municipality based on the initial estimated collections. The CRIII is required by law to
prepare a settlement statement on a fiscal year basis, whereby a comparison is made
between the amounts advanced to the Municipality and amounts actually collected from
taxpayers. This setuement has to be completed on a preliminary basis not later than
three months after fiscal year-end, and a final setflement made not later than sjx months
after year€nd. lf the CRIIV remits to the t unicipality property tax advances, which are
less than the tax actually collected, a receivable from the CRll\,| is recorded at June 30.
However, if advances exceed the amount actually collected by the CRIM, a payable to the
CRll\,| is recorded at June 30. The CRIM issued the finat tiquidation noting that the
advances exceeded collections by $ 137,616. ln the government_wide financial
statements, the entire amount has been recognized as long term debt.

On January 26,2OOO, Public Law No. 42 was enacted, whtch authorized the CR \4 to
obtain a loan up to $200,000,000, and for a term not to exceeding 10 years, to allow for
the financing of the debt that the l\4unicipalities of puerto Rico have with the CRllVl
arising from final settlements of property tax advances versus actual collections through
fiscal year ended June 30, 2000, The amounts that the lrlunicipalities will collect from
additional propeny taxes resulting from increases in the subsidy from the
Commonwealth of Puerto Rico to the lvlunicipalities are assigned through this law to
repay such loan, The increase in this subsidy was the result of the public Law No. 238,
enacted on August 15, 1999. On October 11,2001, public Law No. 146 was enacted to
amend Public Law No. 42, to extend the loan amortization period up to 30 years.
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11. PROPERTY TAXES (CONTTNUED)

Also, on October 11,2002, public Law No. 172 was enacted, to provide as an option for
the Municipalities to incrude the debt that the Municiparities of puerto Rico have with the
cRllvl arising from final setflements of property tax advances versus actuar collections for
the fiscalyear ended June 30,2OO1with the toan authortzed through pubtic Law No.42
enacted on January 26, 2000.

On June 26, 1997, Pubtic Law No. 21 was enacted authorizing the CR|M, among other
things, to sell the property tax receivables related to taxpayers who owned property taxes
fiom !974 to 1996. Such property tax receivables were purchased by the-public
Financing corporation, a subsidiary of the Government oeveropment Bank of puerto Rico
(GDB) using the proceeds of a bond issuance executed for such purposes. Said Law
imposed the CRIM the obligation to replace uncollectible property tax receivables with
any valid property tax receivable o equivalent in money. Subsequ;nt to the approval of
the Law and to the sale transaction, it was detected that a substantial percentage of the
receivables sold were uncollectible. ln order to protect the economic damag; to the
financial structure of municipalities caused by the substitution of unco ectible tax
receivables with sound collectible receivables, on October 11,2O01, public Law No. 146
was approved and enacted. Through this Law, the CRll\,| was authorized to obtain a loan
from any qualified financial institution and pay in advance the outstanding balance of
the bonds issued and any related cost incurred for the purchase by the publc Financing
Corporation (a cDB subsidiary) of the tax receivabtes. The loa[ is being paid by th;
municipalities thru a 30 year long term financing negotiated by the CR|M with cDB on
behalf of such municipalities as authorjzed by the indicated Law.

The Statement of Net Assets includes an outstanding debt balance of $3,g36,633 and
$374,298, respectivety, retated to Law No. 42 and La; No. 146.

Residential real property occupied by its owner is exempt by law from the payment of
property taxes on the first $ 15,000 of the assessed value. For such exempted
amounts, the Puerto Rico Treasury Department assumes payment of the basic tax to the
Municipalities, except for property assessed at less than $ 3,500 for which no payment
is made. As part of the Municipal Autonomous Law of 1991, the exempt amount to be
paid by the Puerto Rico Treasury department to the Municipatities was frozen as of
)anuary L, 1992, ln addition, the law grants a tax exemption from the payment of
personal property taxes of up to $50,000 of the assessed value to retallers having
annual net sales of less than $15O,000.
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11. PROPERTY TAXES (CONTINUED)

The annual tax rate is 9.33% for real property and 7.33% for personal property of which
1.03% of both tax rates are for the redemption of public debt issued by the
Commonwealth of Puerto Rico_ The remaining percentage is distributed as follows: (a)
5.8% and 3.8o/o, respectively, represents the l\4unicipality's basic property tax rate which
is appropriated for basics and accounted for in the general fund. A portion of such
amount is deposited in an equalization fund together with a percentage of the net
revenues of the Puerto Rico electronic lottery and a subsidy from the Commonwealth of
Puerto Rico. From such fund, a distribution is made to all municipalities; (b) 2.5oya
represents the ad valorem tax restricted for debt service and accounted for in the debt
service fund. The Commonwealth also contributes an annual tax rate of O,2% ol the
property tax collected and such amount is accounted for similar to item (a) above.

12. LONG-TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2010, was as follows:

Derlotlon
Bonds Payable

Advances from CRIM

Compensated Absences
Due to Other Governmental
Entity

Claims aod Judgments
LIMS Repayment Plan

BeglnnlnE aorowtnga paymsnts or Endlng Ous Wthtnaalanc€ orAddltlons Dedoctlons Batance Oneyear

$27.354,000 $ 9.4O5,OOO $ (2.054,000) $34,705,000 $2,396,0003,805,000 1,115,000 (870,000) 4,050,000 660,000430a,335 (97,404) 4,2!0,931, LO2,455137,616 137,616
3,063,246 335,579 t446,229) 2,952,596 475,OOO

L,257,942 152,157) 1,205,785 47,0852,270,522 119.500 (1,360,864) 1,029.158
238,889 {91,376) 147,s73 96.894

Administrataonspecial Laws 123,006 (123,006)
Landnll Obligation 1.106.919 12.44A !.119.367 L2_44A

rotar $43527.859 $LLL2EJ43 $iS-098 03O $49i5ft66 93.7A9i82

a. Legal debt margin-The Municipality is subject to a legal debt margin requirement,
which is equal to 10% of the total assessment if property located within the
Municipality plus balance of the ad valorem taxes in the debt service fund, for bonds
payable to be repaid with the proceeds of property taxes restricted for debt service.
ln addition, before any nevy bonds are issued, the revenues if the debt service fund
should be sufficient to cover the projected debt service requirement. Long-term debt,
except for the bonds payable, is paid with unrestricted funds.

b. Bonds Payable -The lvlunicipality issues general and special obligation bonds to
provide funds for the acquisition of equipment and construction of major capital
facilities. During the current year, the lvlunjcipality issued bonds for $9,405,000,
Bonds payable outstanding at June 30, 2010 are as follows:



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

12. LONG-TERM UABtLtTtES (CONTTNUED)

Tvoe ot bonds
1994 Series
1994 Series
1998Series
1998Series
1999Series
1999 Series
1999Series
1999 Series
2OOOSeries
2000 Series
20O1Seies
2OOl Series
2002Series
2002 Series
2OO2 Series
2002 Series
2002 Series
2OO3Series
2003 Seies
2OO3 Series
2003 Serles
2003 se es
2OO3 Series
2004 Series
2004Series
2004 Series
2OO4 Senes
2005 Series
2OO5Series
2005Series
2005 Series
2005Series
2006 Series
2006 Series
2006 Se es
200GSeries
2006Series
2006 Series
2006 Serles
2OO7 Series
2007 Series
20OaSeies
2OO9 Series
2010 Series
2010Series
2010 Series
2010Series
20lOSeries

Total generat
obligatlon bonds

Maturlty
Oalc

1,1-18
1L-tA
7-t-22
7 7-L3
7-L-73
7 t-13
7-7 72
7-t-23
7-179
7 !-a4
7-L-25
7-L 25

7-1,-\6
7 17A
7 1-16
7-t 26
7 7-17
7-t-77
7-717
7 1,27
7-1-27
7-11,8
7ta3
7 1-1a
7-t-28
7 Lt4
7-t-29
7 724
7 t-29
7-t-14
7 tt4
7-t-20
7 130
7,1-30
7 a-30
7-L-25
7 720
7 1,30
7-t-76
7 t-70
7-t-32
7-1,-79
7 1!9
7 L34

7 734
7 t-34

Ori4ral
A&surt

663,000
465,000

1,015,000
1,990,000

355,000
3,705.000

725,OOO
68s,000
355,OOO

1,765,000
270,OOO

1,010,000
255,000

t,720,ooo
835,000
125,000
255,000
235,OOO
32s,000

45,000
1,110,000
1,415,000

205,000
120,000
205,000
140,000
140,OOO
160,000
330,000

1,,2aO,OOO

1,230.000
1,698,000

125,000
135,000
145,000
305,OOO
905,000

1,010,000
5,755.000
1,010,000

425.000
1,235,000
1,010,000
1,335,000

650,000
505,000

3,750,000
3,165,000

Range ot
lnterest rates

5.0%
5.0%

4.9%to 6-7%
4.9% to 6.7%
4.9%to 6-7%
4.9%to 6.7%
2.7%to 7.3%
2.7%to 7.3%
2.7%to 7.8%
2.7%to 7 3%
2.7%to 6.1%
2.7%to6-a%
2.7%to 5.O%
2.7%tb 5.O%
2.7%to 5-l%
2.7%to 5.O%
2.7%Io 5.6%
4.2%to 5-O%
4.2% to 5.O%
4.2% lo 5.O%
4.2%ro 5-3%
42%to 5.3%
4.2%to 53$
42%to 5-O%
2.4%to 4€%
2.4%to 53%
3.3%to 4-7%
3.3%to5.3%
42%lo 53%
4.2%to 5_3%
33%to 4.7%
3-2%to 5-O%
6.3% to 7.3%
4.2% lo 53%
4.2%to 5.3%
4.2%to 53%
4.2%to 5.3%
4.2%lo 4.A%
6.3%to 7 -2%
6.6% to 7.3%

3.93% to 7.50%
3.93%to 7 -25%
2.43%to 725%

5 % 7.5%
5 % 7.5%
5%7_5%

6% to 7.5%
6%10 7 -5%

Balance at
lune30.2010
$ 318,000

278,O1)O
74s,000
735,OOO
130,000

1,410,000
220,OOO
520,000
240,000
810,000
225,OOO
810,000
155,000
675,000
565,000
40,000

215,000
150,000
210,000
50,000

950,OO0
1,210,000

170,OOO
60,000

145,000
75,000

110,000
135,000
280,000

1,070.000
690,000

1,129,000
105,000
115,000
125,OOO
285,000
795,000
840,000

5,325,000
775,000
295,000

1,195,000
940,000

1,33s,000
6s0,000
505,000

3,750,000
3.165.000

$ _34J05-000
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF CAYEY

NOTES TO BASIC FINANCIAT STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

12. LONG-TERM LtABtLtTtES (CONTTNUED)

These bonds, except the 2OO5 Series $ 1,698,000 bond, are payabte from thespeciar ad varorem property tax of 2.50% wnicn is restricieJ for iebt service andretained by the Government Development Bank for puerto Rico for suctr purposes.
The 2005 Series $ 1,698,000 bond is payabte with GeneraiFrnJ iJ"orr"u..

Annual debt service requirements to maturityfor bonds payable are as fo ows:

Year Endtng
June 30. princtoat hlqes!
2017 $ 2,396,000 $ 1.645.2892012 2.264.000 7.g23]2A2ot3 2,437.OOO 7,7a7,44o2014 2,5oO,OOO 1,653,39420as 1973,000 r,sae,o+s2O7*2O2O 8,135,000 6,582,50320272025 5,91O,OOO 4,413,9192026-2030 5,565,000 2.178.64A2031-2035 3.525.OO0 592.560
rorar $j4jOE-OOO $ 22.114;130

c. Notes Payabl+ The proceeds of the issuance of notes payables were used principally
to pay debt incurred in prior years and to cover the expenditures of a speciat event.The notes are payable as follows:

Tvoe of notes

2003 Series
2007 Sedes
2009 Series
2010 Senes
Section 108 - 2OO0

Maturity Ortginat Range of Batance alDale Amount tr[erest rates June 3o.2o1o
7-1{9 1,030,000 4.2%to 5.O%7-1-L3 495,000 6.6% to 7 .3o,67-7-16 505,000 2.43,i to 7.25%
7 a-a6 1,115,000 Syoto 7.5%

$ 3o,ooo
315,000
44s,000

1,115,O00

570,000

1.575.O00
q-4-0500a0

Series A-t74 1,670,000 6.2ya to 6.30A
Section 108 - 20OO
Series 8-1-15 4,22B,OOO 6.2%to 6.So/a

Totalnotes payabte
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASTC FtNANC|AL STATEMENTS (CONTTNUED)

YEAR ENDED JUNE 30, 2O1O

12. LONG-TERM LIABTLTTTES (CONTTNUED)

Except for the Section 1O8 notes, which are payable with Community Development
Block Grant Entitlement Program and General Fund sources of revenues, these
notes are payable from the special ad valorem property tax of 2.5O% which is
restricted for debt service and retained by the Government Development Bank for
Puerto Rico for such purposes. During the current year, the lVunicipality issued notes
for $1,115,0OO.

Annual debt service requirements to maturity for notes payable are as follows:

Year Ending
June 30.

2041
2072
2073
20L4
20a5
207d2020

Total

Prlnclpal

$ 660,000
650,000
670,000
700,o00
645,000
725.OOO

9-_4.050-000

lnlscs!
$ 243,A62

23a,7a4
181,897
430,447
79,5o4

$ 9E9272

d, Advances from CRIM- This amount represents the balance owed to the CRllvl at June
30, 2010 will be repaid through a financing obtained by the CRIM with cDB.

Property Tax Debt- This amount represents the balance owed to the Treasury
Department and to the Municipal Revenue Collection Center ('CR|N4") at June 30,
2O1O as described in Note 11.

f.

h.

Compensated Absences- The government-wide statement of net assets includes
approximately $1,558,425 of accrued sick leave benefits, and approximately
$7,394,L77 of accrued vacation benefits, representing the Municipality's
commitment to fund such costs from future operations.

Due to Othel Governmental Entity- This amount represents the balance owed to the
Puerto Rico Electric Power Authority (PREPA) at June 30, 2010, resulting from prior
year's excess of electricity consumption over in lieu of payment of taxes.

LIMS Repayment Plan- This amount represents the balance owed to the CRIM at
June 30,2010, as described in Note 11.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

12. LONG-TERM LtABtLIT|ES (CONTTNUED)

i. Landfill Obligation- State and federal laws and regulations require the Municipality to
place a final cover on its landfill site, when it stopped accepting waste, and perform
certain maintenance and monitoring functions at the site for 30 years after closure.
ln accordance with Statement No. 18 of the GASB, "Accountlng for lvlunicipal Solid
Waste Landfill Closure and Postrlosure Care Costs", the Municipality has performed
a study of the activities that need to be implemented at the l\4unicipality's landfill to
guarantee the maximum yield of available space and to comply with applicable state
and federal regulations.

Based on this study, the Municipality has recognized $ 1,119,367 as the
Municipality's estimated current cost for landfill closure and post-closure costs as of
June 30, 2010. The annual estimate of post closure costs has been assessed
approximately to be $15,5OO for a period of approximately 30 years. Actual costs
may be different due to inflation, changes in technology, or changes in laws and
regulations. The balance of closure and post-closure costs are reported in the
government-wide statement of net assets.

13. PENSION PLAN

The Employee's Retirement System of the Commonwealth and its lnstrumentalities (the
Retirement System) is a cost-sharing multiple defined benetit pension plan sponsored
by, and reported as a component unit of the Commonwealth of Puerto Rico. All regular
employees of the Municipality under 55 years of age at the date of employment become
members of the Retirement System as a condition to their employment.

The Retirement System provides retirement, death and disability benefits pursuant to
legislation enacted by the Commonwealth's legislature. Disability retirement benefits
are available to members for occupational and non-occupational disabilities. Retirement
benefits depend upon age at retirement and the number of years of creditable service.
Benefits vest after ten years of plan participation.

Members who have attained 55 years of age and have completed at least 25 years of
creditable service or members who have attained 58 years of age and have completed
ten years of creditable service are entitled to and annual beneflt payable monthly for life.

The amount of the annuity shall be one and onehalf percent of the average
compensation, as deflned, multiplied by the number of years of creditable service up to
twenty years, plus two percenl of the average compensation, as defined, multiplied by
the number of years of creditable service in excess of 20 years. ln no case will the
annuity be less than $2OO per month.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

13. PENSTON PIAN (CONTTNUED)

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

Commonwealth legislation requires employees to contribute S.775% forthe first $5SO of
their monthly gross salary and 8.275%otor the excess over $550 of monthly gross salary.
The Municipality is required by the same statute to contribute g.2l,yo of the
participant's gross salary, Total lvlunicipality contributions to the above-mentioned plans
during the year ended June 30,2010 recorded as pension expenditures were
approximately $ 458,826. This amount represented 1OO% of the required contribution.

On September 24, 1999, an amendment to Act No. 447 of [ray 15, 1951, which created
the Retirement System, was enacted with the purpose of establishing a new pension
program (System 2000). Employee's participation inthe current system asofDecember
31, 1999, may elect to stay in the defined benefit plan or transfer to the new program.
Persons joining the Municipatity on or after January 1,,2000, wi onty be a ow;d to
become members of System 2000. System 2OOO will reduce the retirement age from
65 years to 60 for those employees who joined the current plan on or after April 1, 1990.

System 2O0O is a hybrid defined contribution plan, also known as a cash balance plan.
Under this new plan, there will be a pool of pension assets, which will be invested by ERS
together with those of the current defined benefit plan. The Commonwealth of puerto
Ricowill not guarantee benefits at retirement age. Theannuitywill b based on a formula
which assumes that each year the employee,s contribution (with a minimum of 9.275%
to the employee's salary up to a maximum of 1O%) will be invested in an account which
will either: (1) earn a fixed rate based on the twGyear Constant lvlaturity Treasury Note
oL (2) earn a rate equal to 75% of the return of the ERS,S investment potfolio (net of
management fees), or (3) earn a combination of both alternatives. participants will
receive periodic account statements similar to those of defined contribution plans
showing their accrued balances. Disability pensions will not be granted under System
2000. The employer's contribution 19.275o/o ot the emptoyee,s satary) wi be used to
fund the current plan.

Additional information on the Retirement System is provide in its financial statements for
the year ended June 30, 2010, a copy of which can be obtained from the Retirement
System, Mlnillas Station, PO Box 42004, San Juan, pR OO94O.
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YEAR ENDED JUNE 30, 2O1O

14. RISK MANAGEMENT

The Property Division of the Municipality is responsibte of assuring that the tMunicipatity,s
property is properly insured. Annually, the property Division compiles the information of
all property owned and its respective market value. After evaluating this information, the
Property Division submits the data regarding the Municipality's properties to the Area of
Public lnsurance at the Department ofthe Treasury of the Commonwealth of puerto Rico
who is responsible for purchasing all property and casualty jnsurance policies of all
municipalities. Settled claims have not exceeded commercial coverage in any ofthe past
three fiscal years.

15. COMMITMENTS AND CONTINGENCIES

a. FederalGrants:

The Municipality participates in a number of federal financial assistance programs
funded by the Federal Government. Although the l\4unicipality,s grant programs have
been audited in accordance with the provisions of the Single Audit Act of 1906, tnrougtr
June 30, 2010, these programs are still subject to financial and compliance audits by
the granting agencies and the resolution of previously identified questioned costs. The
amount, if any, of expenditures which may be disallowed by such audits cannot be
determined at this time, although the Municipality management expects such amounts,
if any, not to be material.

b. Claims and lawsuits:

The l\4unicipality is a defendant in a number of lawsuits arising principally from claims
against the Municipality for alleged improper actions, and other legal matters that arise
in the ordinary course ofthe l\4unicipality's activities.

With respect to pending and threatened titigation, the N4unicipatity has reported tiabilities
of approximately $1,029,158 for awarded or anticipated unfavorable judgments in the
Government-Wide financial statements. This amount was included in the financial
statements and represents the amount estimated as a probable liability or a liability with
a fixed or expected due date, which will require future available financial resources for its
payment.

It is management's opinion, based on the advice of the legat counsel, that the potential
claims against the Municipality not covered by insurance will not materially affect the
financial resources for its payment.
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YEAR ENDED JUNE 30, 2010

16. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS

The GASB has issued the following statements that have effective dates after June 30,
207Ol

COMMONWEA'.T}iPF PUERTO RICO
IVIUNICIPTTM\OF CAYEY

NOTES TO BASIC FtNANCtA'€t ATEMENTS (CONTTNUED)

GASB Statement No.54, Fund Balance Reporting and Governmental Fund Type
Definitions, which is effective for periods beginning after June 15, 2OlO.

GASB Concepts Statement No. 5, Service Efforts and Accomplishments- an
Amendment of GASB Concepts Statements No, 2. This Statement provides a
framework to be used by the GASB in considering guidance for reporting SEA by
state and local governmental entities and amends terminology and other
information in GASB:CS-2.

a.

b.

The impact of these statements on the N4unicipality's basic financial statements has not
yet been determined.

17. PRIOR PERIOD ADJUSTMENTS

A. GOVERNMENTAL FUND FINANCIAL STATEMENTS

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

osdrtton

Io adjusi int€r.fund t6n*ction

Fund balane, begnnings

I!!C
$6,701,333

r160.147r

I6"!1L1EE

Gla[rt

I 5.471,466

l3tztll66

- H@d $.n
t

L@lGEnts

t15,370,735

150147

95530A82

E4!
$ 5,2a1aa0

t52sl4!!0

E/l
$ 1,023,697

LLA2i.69?

Iol{
$33,84€,711

$ii3,84!ZU
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF CAYEY

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
(SEE NOTES TO BUDGEIARY COMPARISON SCHEDULE)

YEAR ENDED JUNE 30, 2O1O

o 6inal Final
BudgetedAmounts (Eudgetary Basis)

(Se8 Note 1)

FlnalBudget

(NegatlYe)
REVENUES:

Municipal license tax
Municipal s3les and use tax
Licenses, pemits and other loBltares

Charges for seflices
Fin* and forfefture.

Eudget carryover (1)

Total rcvenu.s after caryover
EXPENDMJRES, ENCUMBRANCES AND
OTHER IINANCING USES

Culture and recreation

Communitydevelopment

Ope6ti.g tmnsfer to other funds

Total oeendltures, encumbrances snd

$ a,289,569
6,065,200
3,325,000
1,662,000
2,492,423
3,734,643

120,0O0
1,050,000

931,000
260.OOO

24329,835

3,550.239

31aao.o74

14,688,62a a5,2t1,@7
L,253,743 L,24a,7M
3,775,566 3,850,567
1,062,252 7,154,477
s,607,906 5,6a4,926
408,573 408,603
694,650 736,210

3.526.450

$ 27 .497.3!A $ 31.aa0.074

EXCESS (DETICIENCY) OF REVENUES OVER
(UNDER) EXPEI{DITURES. ENCUMBRANCES
Allo oTHER FtNANC|NG SOURCES (USES)
Explanatlon of Differances:

Sourc8s/lnf lows of rcsourcasi

oitrerences-budgel ro GAAP:

GAAP adjlstments to revenues
Tolal revenues and othernnancingsources as rcpoded on the statement of revenues.
changes in fud balances

Uses/outllows of resources:

27.491.318

$ 7,8a5349
6,065,200
3,325,000
1,662,000
2,454,L26
3,734,643

120,000
1,050,000

931,000
260.000

27,491,3!8

$ 7,a87,O69
6,099,067
3,244,945
!,!64,771
3,230,837
4,710,225

!t3,L75
55L,572

1034313
778.477

28,rc4385
3.550.239

31.748.624

13,3@,182
1,O44,962
3347,784

986,554
4,934,063

299,797
331,655

3.306.045

27.5910a6

$ _4157538

$ (402,500)
33,867

(40,055)
1497,229)

334,414
975,582

(6,a25)
(49a,4a8)

107,313

(131,450)

I131_450r

Actual amounts (budgetary basis)"availabte forapprcpdation" from the budgetary comparison s.hedute

1,969,91s
203,742
462,779
167,923
750,863
104,806
404,55s
220,365

4.2aa.gaa

LrLLs75iU

$ 3L,74A,624

(3,550,239)
t7.232.247\

l2ffo6;l.3€

$ 27,591,0a6

7,24032L
731,757

t1.194.7591

$ 2AAAfis

ActualamounG {budget6ry basisnotal charges ro appropnations" iiom the budgerary comparison schedute

oifferences-budget ro GAAP:
Non-budgeted expenditures
Prior year encum brances recorded as current year expenditures tor GAAP basis
curentyear encumbrances re@rded as expenditures fo, budgetary purposes

Total expenditures and otherfinancing uses as reponed on the statement of revenues, expenditures, and
changes in fund balanB

(t)nr@6ffi*Dddftinmptuy6r
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED JUNE 30, 2O1O

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

a, BudEetarv Conttol

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

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 expenditures when incurred. For
USGMP reporting purposes, encumbrances outstanding at year-end are reponed as
reservations of fund balances and do not constitute expenditures 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
lapse at the end of such fscal year. Other appropriations, mainly capital project
appropriations, are continuing accounts for which the Municipal Legislature has
authorized that an unspent balance from the prior year be carried forward and made
available for current spending.

The annual budget as presented in the Budgetary Comparison Schedule_ceneral
Fund is the budget ordinance at June 30, 2O1O representing the originat budget.
There were no supplemental appropriations for the year ended June 30, 2010.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF CAYEY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2010

Federal Grantor/Pasethrough

Pass.through
Federal Entity
CFDA ldentifying

Grantor/Program or Cluster Ti e llumber Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE:

Direct Program:
Rural Housing Preservation crant 10_433 $ 755

Passthrough the Commonwealth of
Puerto Rico - Department of
Education:

Child and Adult Care Food Program 10.558 Not Availabte 601,126

Total lJ.S. Department of Agriculture 601,881

U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT:

Direct Programs:
Community Development Block Grants -
Entitlement crants 74.2La I,205,206

Emergency Shelter crants Program 14.231, 133.943

Community Development Block Grants -
Entitlement Grants (Recovery Act
Funded) f4.253 A4,735

Public and lndian Housing 14.850 787,972

Section 8 Housing Choice Voucher I4.a7I 968,540

Pass-through the Commonwealth of
Puerto Rico - Municipality of San Juan:

Housing Opportunities for Persons with
AIDS I4.24t NotAvajtable L7,t:.3

Total U.S. Department of Houslng and
Urban Development 3,191,509
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Federal Grantor/Pasethrough
Grantor/Program or Cluster Tltle

Federal
CFDA

Number

Pass.th rough
Entity

ldentifylng
Numbel Expendltures

U.S. DEPARTMENT OF
TRANSPORTATION:

Direct Programs:
FederalTransit - Formula Grants

Total U.S. Department of Transportation

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Pasgthrough the Commonwealth of
Puerto Rico - Governors Office (Elderly
Office):

Special Program for the Aging - Title llt,
Pan B - crants for Supportive
Services and Senior Centers

Pass-through the Commonwealth of
Puerto Rico - Family Department:

Child Care and Development Block
Grant

Head Start Program

Head Start Program (Recovery Act
Funded)

Child Care and Development Block
Grant (Recovery Act Funded)

Total U.S. Department of Health and
Human Services

U.S DEPARTMENT OF HOMELAND
SECURITY:

Passthrough the Commonwealth of
Puerto Rico - Governor Authorized
Representative (cAR):

Disaster Grants - Public Assistance

20.507

93.O44 Not Available

26,956

26,956

93.575

93.600

93.708

93.713 Not Available

93,951

181,316

6,234,a72

68,758

3,2!2

Not Available

Not Available

Not Available

6,581,409

97.036 Not Available 5,542
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Federal Grantor/Passthrough
Grantor/Program or Cluster Ti e

Federal
CFDA

Number

Pasethrough
Entity

ldentitying
Number Expenditures

Pass-through the Commonwealth of
Puerto Rico Governor Office - public
Security Affair Office'

Homeland Security Grant Program 96.067

Total U.S. Department of Homeland
Security

TOTAL EXPENDITURES OF FEDERAL
AWARDS

Not Available 78,527

24,069

$ ao,425,a24

The accompanying notes are an integral part ofthis schedule.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2O1O

A. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Municrparity of cayey and is presented on the modified accruar 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 ON4B Circular A-133, Audits of States, Local Governments, and Non_profit
Organizations.

B. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Special Revenue _ Head
Start, Oebt Service Fund and in the Other Governmental Funds in the Municjpality's fund
financial statements. The reconciliation between the expenditures in the funds financial
statements and expenditures in the Schedule of Expenditures of Federal Awards is as follows:

Descriptlon

Special
Revenue Fund

Head Start
Debt

Serylce Fund

Other
Governmental

Funds Total

Per Schedule of Expenditures of

Non federal programs expenc,itures
and other adj ustments

Total expenditures in the fund
financial statements

$ 6,302,930 $ 552,330 $ 3,570,564 $ 70,425,a24

$ 6.302,930 $ 4,199,075 $ 3,093,749 $ 13,595,754
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Certifi ed Public Account

Ldpez-Vega,CPA, PS(

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WTH COVERNMENT AUDII'IVG SIA,VDARDS

To the Honorable Mayol
and the Munlcipal Legislature
Munlcipality of Cayey
Cayey, Puerto Rico

we have audited the financiar statements of the governmentar activities, each major fund, and the
aq"g.reqale remaining fund information of the Municrparity of cayey, puerto Rico, is of and for theyear ended June 30,2010, which collectively comprise the Municlpality,s basic financial
statements and have issued our report thereon dated November 23, 2O7O. We conducted our
audit in accordance with auditing standards generalry accepted in the united states of America
and the standards appricabre to financiar audits contained in Government Auditinl standards,
issued by the Comptroller General ofthe United States.

lnternal Control Over Financial Reoortin(
ln planning and performing our audit, we considered the Municrparity of cayey,s internar control
over financial reporting as a basis for designing our auditing proiedurej for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Municipaflty of cayey's internar contror over financiar reporiing.
Accordingly, we do not express an opinion on the effectiveness of the Municipality o, b"y;i:;
internal control over financial reporting.

A deficiency in internar control exists when the design or operation of a contror does not alow
management or employees, in the normal course of performing their assigned functions, toprevent, or detect and correct misstatements on a timely basis. A rnateflal weakness is a
deficiency, or combination of deficiencies, in internal contiol such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected on a timely basis.

our consideration of internal control over financial reponing was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies, or materiar
weaknesses. we did not identify any deficiencies in internar contror over financiar reporting inaiwe consider to be material weaknesses, as defined above. However, we identified c;ftain
deficiencies in internar contror over financiar reporting, described in the accompanying schedure of
findings and questioned costs, as item 1GO1, that we consider to be significant d;ficiencies in
internar contror over financiar reporting. A s,gnirica nt deficiency is a deficiency, or combination of
deficiencies, in internar contror that is ress severe than a materiar weakness, yit imponant enough
to merit attention by those charged with governance.

callc Paran6 #1686, El ccrczsl, s'n rusn, P'R, 00926-3144 -T.1. (787) 771.801a i Fax (181\ 761-9377

r\lcrnbcr of:
. american lnstitsfe ol'
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE ANDorHER MATTERS BAsED oN AN AUDrr oF FTNANcTAL srATEMit.trl penponugo rru
ACCORDANCE W|TH GOVERNMENr AuDtr,/vc STATVDARDS (CONTTNUED)

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Munlcipaltty of Cayey,s financial
statemenG are free of materiar misstatement, we pertormed tests of iis compriance with certainprovisions of laws, regulations, contracts and grant agreements, noncompliance with which couldhave a direct and materiar effect on the determination o, financiar staterient amounts. Ho*ever,providing an opinjon on compliance with those provisions was not an objective of our audit, andaccordingly, we do not express such an opinion, The results of our tests disclosed no instances ofnoncompliance or other matters that are required to be reported under Government Auditi;E
Standards.

We also noted cenain other matters that^we_ reported to management of the Municipality of Cayey
in a separate letter dated November 23, 2010.

The Municipality of Cayey's response to the findings jdentified in our audit is described in theaccompanying schedule of findings and questioned costs. We did not audit the Municipality oiCayey's response and, accordingly, we express no opinion on it_

This report is intended solely for the information and use of management
agencies and pass-lhrough entities, However, this report is a maitter of
distribution is not limited.

&-kru*
San Juan. Puerto Rico
November 23, 2O1O

Stamp No.2575437 ofthe puerto Rico
Society of Cenified Public Accountants
was affixed to the record copy of this report.

and federal awarding
public record and its

Ldpe2-Vega,CPA, PSC

ants / Management Advisors
I \

Certifi cd PubJic Accounl
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Certified Public Ac< lent AdvisoIs

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAT CONTROL OVER CdMPLIANCE IN ACCORDANCi

WITH OMB CIRCULAR A-133

To the Honorable Mayor
and the Municlpal Leglslature
Municipallty of Cayey
Cayey, Puerto Rlco

Comoliance
We have audited the compliance of-the Municipality of Cayey with the types of compliance
requirements described in rhe lJ.s. office of Management;nd Budget (oMB) circuta; 4-733
Compliance Supplement that are applicable to each of its major fed;l programs for the year
ended June_ 30, 2010. The Municlpality of Cayey,s major federal programs are identified in the
summary of auditor's resurts section of the accompanying schedure of findings and questioneJ
costs. compriance with the requirements referred above is the responsibirity of the Municiparity of
Cayey's management. Our responsibility is to express an opinion on the Municipallty ot'Cayey;s
compliance based on our audit.

We conducted our audit of compliance in accordance \a,ith auditing standards generally acceptedin the United States of America; the standards applicable to flnancial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and OMB
Circular 4-133, Audits of Stateg Local Governments, and Non_profit Organizations. fhose
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonabre assurance about whether noncompriance with the types of compriance requirements
referred to above that courd have a direct and materiar effect on a major federar program
identified in the accompanying schedule of findings and questioned costs occurred. An ;udit
includes examining, on a test basis, evidence about the Municrparity of cayey's complance with
those requirements and performing such other procedures as we ionsidered necessary in the
circumstances. we believe that our audit provides a reasonable basis for our opinion. our audit
does not provide a legar determination of the Municiparity of cayey's compriance with those
requirements.

ln our opjnion, the Munlcipality of Cayey complied, in all material respects, with the compliance
requlrements referred to above that are applicable to each of its major federal programs identifies
in the accompanying schedule of findings and questioned cost for the year ended June 30, 2010.
However, the results of our auditing procedures discrosed instances of noncompriance with those
compliance requirements, which are required to be reponed in accordance with oNrB circular A-
133 and which are described in the accompanying schedure of findings and questioned costs as
items 1O{2 through 1GO5.

Callc Paraai #1686, Ei Ccrczal, San Juan, P.R, 00926-3144 - Tcl.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMENTS APPTICABTE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE

wTH OMB CTRCULAR A-#13 (CONTTNUED)

lnternal Control Over Comoliance
lvanagement of the Municipatity of cayey is responsible for estabtishing and maintaining effective
internal control over compliance with the compliance requirements ref;rred to above. ln- planning
and performing our audit, we considered the Municiparity of cayey's internar contror ove;
compliance with the requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing our opinion
on compliance and to test and report on internal control over compliance in accordance with ol\48
circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance, Accordingly, we do not express an opinion on the effectiveness of
Munlclpality of Cayey's internal control over compliance.

A deficiency in intemal contrcl over compliance e\ists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type o;
compliance requirement of a federal program on a timely basis. A material weakness in iiternat
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that a material noncompliance with a type
of control compliance requirement of a federal program will not be prevented, or detected, o; a
timely basis.

our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identiry all deficiencies in internal control
that might be deficiencies, significant deficiencjes, or material weaknesses in internal control over
compliance. we did not identiry any deficiencies in internal control over compliance that we
consider to be material weakness, as defined above. However, we identified certain deficiencies in
internal control over compliance that we consider to be significant deficiencies as described in the
accompanying schedule of findings and questioned costs as items 1O{2 through 1GO5. A
siEnificant deficiency in internal control over compliance is a deflciency, or combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
imponant enough to merit attention by those charged with governance,

The Municipality of cayey's responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. we did not audit the Municipality of
Cayey's responses and, accordingly, we express no opinion on it.

Cenified Publi(

56L6pez-Vega, CPA, PSC



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS APPTICABTE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER CdMPLIANCE IN ACCORDANCE

wtTH oMB CTRCULAR A_133 (CONTTNUED)

we arso noted other matters invorving the internar contror over compriance and certain immateriar
instance of noncompliance, which we iave reported to management of the Municipality of Ciyei
in a separate letter d ated March 25,2OI!. -

This report is intended sorery for the information and use of manaEement and federar awarding
agencies and pasgthrough entities. However, this report is a matter of public record and iG
distribution is not limited.

San Juan, Puerto Rico
March 25,2071,

- Stamp No. 2575438 ofthe puerto Rico
Society of Certified public Accountants
was affixed to the record copy ofthis report.

I \7 L6pez-Vega,CPA, PSC

Cenified Public Accountants / ManagemeDl Advisors
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2010

Section I - Summary of Auditor's ResulG

_ Flnancial Statements

Type of auditor's report issued:

lnternal control over flnancial reporting:
Material weakness identif ied?

noted?

Federal awards

Unqualified

Yes No X
Significant deficiencies identified not considered to
be materialweaknesses? yes X None reported

Noncompliance material to financial statements
Yes No X

lnternal Control over major programs:
Material weakness identified?
Significant deficiencies identified not considered to
be material weaknesses?

Yes No X

Yes X None reported
- typu of auditor's report issued on compliance for Unqualified

major programs:

Any audit findings disclosed that are required to be yes X No
reported in accordance with Circular A-133, Section

- .sLo(a)?

ldentification of malot ptofiams:

CFDA Number Name of Federal Program or Clustel

A4-2lA Community Development Block Grants _

Entitlement Grants

f4.477 Section 8 Housing Choice Voucher program

93.600 Head Start program

Dollar threshold used to distinguish
between Type A and Type B programs $372,775

Auditee qualified as low-risk auditee? yes No X
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Section Il - Financial Statements Findings

Flndlng Reterence

Requkement

Statement o, Condltlon

1G01

Financial Reporting - Accounting Records

During our examination of the N4unicipality's accounting system, we
noted that it does not summarize the transactions in a formal General
Ledger in order to properly record and account for the transactions of
all of its Governmental Funds (Local, State and Federal funds), Also,
the Municipality's accounting system did not provide to produce iG
Governmental Wide Financial Statements.

Chapter Vlll, Article 8.010 of State Act Number 81 of August 30, 1991
states that the Municipality should maintain an effective and updated
accounting system.

The lvlunicipality's accounting data is not summarized in the form of a
double-entry General Ledger record.

The l\4unicipality's accounting system did not provide updated and
complete financial information that presents the financial position and
the result of operations and the change in fund balances. Such
information is necessary to take management decisions.

We recommend to the N4unicipality's Management to implement
internal control and procedures in order to maintain a double entry
accounting system that contains accurate information pertaining to
authorizations, obligations, unobligated balances, assets, liabilities,
outlays or expenditures, interfund transactions, etc.

None

The lvlunicipality maintains two set of accounting records; a manual
system and a computerized system provided in the past by the Office
of the Commissioner of N,lunicipal Affairs (OCAM). Actually, all of the
transactions were recorded in both systems, but the manual system is
the primary financial records for financial statements preparation
purposes at the end of each fiscal year due to the fact that the
computerized system real accounts balances carried forward from
prior years were affected by accounting errors in the first years of the
system operation.

Cause of Condtilon

Effect of Condition

Criteria

Recommendation

Questioned Costs

Management Response

and Corrective Action
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2010

Section ll - Financial Statements FindinEis

_ Finding Rcference 1oo1(Continued)

Nevertheless, as part of the corrective action plan, the Commissioner
of Municipal Affaic ('OCAiM") consider alternatives to improve the
accounting system, including the acquisition of new accounting
software, and therefore, we will hope to solve our accounting system

- condition in a nearfuture.

lmplementation Date: Not available at this moment

Responsible Person: l\4r, Edwin Quiles Rosario
Finance Department Director
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COMMONWEALIH OF PUERTO RICO
MUNICIPALIW OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Requhement

Statement ot Condltlon

Section lll - Majo,

Flnding Reference

Program

Criteria

Federal Award Program Findings and Quesfloned Costs

LO-O2

Community Development Block Grant-Entiflement progtam (CFDA
14.218); U.S. Department of Houstng and Urban Development

Reportlng

On our test over the reports submitted to the grantor agency we found
the following situations:

a. The l\4unicipality uses the same bank account for the resources ofthe Community Development Block Grant, Community
Development Block Grant-ARRA and the Homelessness prevention
and Rapid Rehousing Funds crants. Only one (1) form of the
Standard Form 272 was submitted quarterly to present the cash
transactions for the three funds;

b. The Standard Fotm 272 corresponding to the 4rh quarter of the
fiscal year 2OO9-2O7O do not agree with the Bank Reconciliation
as ofJune 30,2010;

c. The SF-425, Federal Financial Report (cash status only) was not
submitted forthe fiscal year ended June 30, 2010.

24 CFR, Subpart l, Sec. 570.489 (d) (1) states that the States sha
have fiscal and administrative requirements for expending and
accounting for all funds received under this subpart. These
requirements must be available for Federal inspection and must be
sufficiently specific to ensure that funds received under this subpart
are used in compliance with all applicable statutory and regulatory
provisions.

24 CFR, Subtltle A, Subpart C, Section 85.41 states (a) cenerat (a)
Except as provided in paragraphs (a) (2) and (5) of this section,
grantees will use only the forms specified in paragraphs (a) through (e)
of this section, and such supplementary or other forms as may from
time to time be authorized by OMB, for: (i) Submitting financiat reports
to Federal agencies. Also, Section (b) states that grantees will use
Standard Form to report the status of funds for all non{onstruction
grants and for construction grants when required in accordance with
85.41(eX2)(iii) of this section. (3) Frequency. The Federat agency may
prescribe the frequency of the report for each project or program.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS (CONTTNUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Major Federal Award program FindlnEF and Questioned Costs

Flndlng Relerence

Program

1GO2 (Continued)

Community Development Block Grant-Enflflement program (CFDA
14.218); U.S. Department of Housing and Urban Devetopment

However, the report will not specify the frequency of the report, it will
be submitted annually. A final report will be required upon expiration or
termination grant support. Besides, Section 85.41 (c) (ii) states that
these reports will used by the Federal agency to monitor cash
advanced to grantees and to obtain disbursement or ouflay
information for each grant from grantees. The format of the report may
be adapted as appropriate when reporting is to be accomplished with
the assistance of automatic data processing provided that the
information to submitted id not changed in substance.

The Program financial management failed to report the disclosure of
the financial results and failed to have available for examination by us
during the application of planned audit procedures,

The t unicipality is not in compliance with ON48 Common Rules.
Subpart C, Section 570.

We recommend that the Program should implement procedures in
order to assure that all Financial Status Report are prepared and
submitted on time. Also, we recommend that the Program's
management instruct the Program accounting staff to prepare
financial reporting with accurate, current, and complete disclosure of
the financial results of financially assisted activities-

None

As part of our corrective action plan, the program accountant will be
instructed according to the auditor's recommendation.

lmplementation Date: April, 2011

Responsible Person: Mr. Edwin Quiles Rosario
Finance Department Director

lvlr, Ramon Figueroa Cort6s
Federal Programs Department Director
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Recommendatlon
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COMMONWEALTH OF PUERTO RICO
MUNICIPATIW OF CAYEY

ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS (CONTTNUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Major FederalAward Program Findings and eues oned Costs

Findlng Reference

Program

Requirement

Statement ot Condition

10{3

Sectlon 8 Houslng Choice Vouchers program (CFDA 14.871) U.S.
Department of Houslng and Urban Development

Cash management

We performed a Cash N4anagement Test and after our procedures, we
found that during the current flscal year, the program maintained a
monthly average cash balance in books of approximately $381,94g.
Also, at June 30, 2010, the cash balance in books was $359,552.

ln addition, the PHA maintained an average leasing rate of 80%
instead a 95%, as required. This means that the program did not use
all vouchers approved to the Municipality.

OMB Common Rules, Subpart C, Section .20 (b) (7), requires a cash
management system in order to minimize the time elapsed between
the transfer of funds from the U,S. Treasury and disbursement by the
grantee.

Housing Choice Voucher Program Guidebook, Chapter 24, Section,
24.6 stated that a PHA must lease 95 percent of its units. A pHA with
a utilization rate below 95 percent will not be identified as a high
performer regardless of its overall score and will not be eligible to
receive new unit's allocations.

The Municipality did not maintain appropriate cash management
procedures in order to request funds to Federal agencies only for
immediate needs. Also, the condition may be cause by cumulative
effect of accounting errors in the past years.

ln addition, the f\iunicipality did not maintain an occupancy rate of
95% during the fiscal year; however, it continued to receive funds
consistent with a higher lease up.

Criteria

Cause ot Condition
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

ScHEDULE OF FtND|NGS AND QUESTTONED COSTS (CONTTNUED)

YEAR ENDEDJUNE 30, 2O1O

Section lll - Majot FederalAward program Findlngs and Questioned Costs

FlndlngReference 1GO3(Continued)

Effect ot Condition The l\4unicipality is not in compliance with the OMB Common Rules,
Subpart C, Section .20 (b) (7) and with the Housing Choice Voucher
Program cuidebook, Chapter 24, Section, 24.6.

Recommendaflon We recommend to the Municipality's management to instruct the
program accountant to review the accounting records and related
transactlons supporting documents for the past years, in order to
identii/ the cash balance respects to its origin, and later, to make any
necessary adjustingjournal entries to correct accounting records.

Also, we recommend that the Municipality should improve its internal
control and procedures in order to assure that the program maintained
an average leasing rate of 95%, as required by Federal regulation.

Questioned Costs None

Managemenl Response
And cor.ective ac on As part of our corrective action plan, the program accountant will be

instructed according to the auditor's recommendation.

lmplementation Date: April, 2011

Responsible Person: N4r. Edwin Quiles Rosario
Finance Department Director

l\4r. Ramon Figueroa Cort6s
Federal Programs Department Director
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Mayor Federal Progiam Award Findings and Quesfloned Costs

Flndlng Reference

Program

Requirement

slatement of condltlon

LO-O4

Section 8 Housing Choice Vouchers (CFDA. No. 14.871); U.S.
Department of Housing and Urban Development

Special Test-Depository Agreements

We noted that the Section 8 Housing Choice Voucher program did not
comply with the compliance requirement of Depository Agreements.
The PHA is required to enter into depositary agreement with their
financial institutions in the form required by HUD. (Form HUD-51999)

24 CFR Subpart D, Section 982.156 states. (c) The pHA must enter
into an agreement with the depositary in the form required by HUD. (d)
lf required under a written freeze notice from HUD to the depositary: (i)
The depositary may not permit any withdrawal by the pHA offunds held
under the depositary unless expressly authorized by written notice
from HUD to the depositary: and (ii) The depositary must permit
withdrawals of such funds by HUD. (2) HUD must send the pHA a copy
ofthe freeze notice from HUD to the depositary.

The Program is not performing an effective review of compliance
requirement that are required by HUD.

The PHA is not in compliance with laws and established regulation as
prescribed by HUD.

Procedures should be implemented to ascertain that the pHA complies
with the established Federal Regulation, as prescribed by HUD.

None

The Program will take procedures to comply with the preparation of
Form HUD - 51999, Depository Agreement. The tMunicipatity is
currently in the process with the bank for the filing and submission of
this form.

lmplementation Date: April, 2011

Responsible Person: lvlr. Edwin Quiles Rosario
Finance Department Director

lVr. Ramon Fjgueroa Cort6s
Federal Programs Department Director

Crlteria

Cause ot Condltlon

Effect of Cond itlon

Recommendatlon

Questloned Costs

Management Response
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF CAYEY

ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS (CONTTNUED)

YEAR ENDED JUNE 30, 2010

Section lll - Major Federal Award program Ftndings and euestioned Costs

Finding Reterence

Ptoglam

Requirement

Statement of Condltlon

10-o5

Head Start (CFDA. No. 93.600); U.S. Department of Health and
Human Seryices; Pass thtough State - Commonwealth ot puerto Rico
- Family Department (ACUDEN)

Cash management

We performed a Cash Management Test and examined four (4) cash
advances received by the Municipality during the fiscal year ended on
June 30, 2010. Also, we verifled the bank statements and cash
reconciliation for that period. The following summarizes the situations
found:

a. The request of funds system maintained by the Municipality and the
pass through agency did not provide the Program to disburse these
cash advances, on a reasonable lapse of time;

b. The Municipality maintains an average cash balance of $401.326
during the fiscal year ended on June 30, 2010,

OMB Common Rules, Subpart C, Section .2O lb) (7), requires a cash
management system in order to minimize the time elapsed between
the transfer of funds from the U.S. Treasury and disbursement by the
grantee.

The procedures established by ACUDEN in the agreement of delegation
offunds do not provide a clause to comply with this requirement.

The tvlunicipality is not in compliance with Ol\48 Common Rules,
Subpart C, Section .20 (b) (7).

We recommend management to require ACUDEN alternate methods to
request cash in order to comply with this requirement.

None

Criteria

Cause ofConditlon

Elfect of Conditlon

Recommendatlon

Questioned Costs
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Major FederalAward program Findings and euestioned Costs

Findlng Reference

Management Response
Ancl Corrective actlon

1O-05 (Continued)

We will establish a communication with ACI.JDEN in order to strengthen
cash management procedures to minimize the time elapsed between
the transfer of funds from this Agency and the disbursements made by
the Municipality.

lmplementation Date: Not available at this moment

Responsible Person: N4rs. ldenisse Diaz
Head Start Program Director
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF CAYEY

SUMMARYSCHEDULE OF PRIOR YEAR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2O1O

current status of prior year@
Findlngs (As required by OMB Circular A-133)

74.477

a monthlv average cash balance in books of aooroximatelv

$399.547.

instead a 95%. as reouired. This means that the proeram did not
use all vouchers aoproved to the l\4unicipalitv.

No corrective action has been taken. The auditors reissued the
finding ln the current year. See Finding Reference 1O{3.

We performed a Cash Mana{ement Test and after our orocedures.

93.600

ended on June 30. 2009. Also. the auditor verified the bank
statements and cash reconciliation for that period. The following
summarizes the situations found: (1) The reouest of funds svstem
maintained bv the l\4unicioalitv and the oass throuEh aqencv did not
provide the ProEram to disburse these cash advances received, on a

No corrective action has
finding in the current year.

been taken. The auditors reissued the
See Finding Reference 10{5.

The auditor Derformed a cash management test and examined four

2009.

not submitted for the fiscal vear ended June 30. 2OOg.

Corrective action was taken.

HUD-6OOO2. Section 3 Summarv Repoft. Economic Opportunities
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30. 2010

Original CFDA
Finding i No.
Numbel

currentstatus of F@
FindinEls (As requiied by OMB Circular A-133)

addition. the PHA maintained an averaee leasing rate of 79%
instead a 95%. as reouired. This means that the proqram did not
use all vouchers aoproved to the lvlunicioalitv.

No corrective action has been taken. The auditors reissued the
finding in the current year. See Finding Reference 1003.

eash batance in books ofd@

08-04 74.87I The auditors performed an eliEibilitv test of fifteen (15) oarticipant,s

according the Administrative Plan: b) Four (4) oarticioant,s files did

to suooort familv annual income found in the participant,s files did
not aqree with the familv income reoorted in the Familv Reoort.

:d)l

Schedule for the HAP calculation: fl ln one (1) case. the pHA did not
use an uodated Fair Market Rent Schedule for the HAp calculation:

included in the contract used to calculate the utilitv altowance did
not aEree with the information included in the Family Report. Form
HUD-50058. As result of the situations mentioned above. the
Proqram oaid an incorrect HAP to these owners and relmbursed an
incorrect utilitv allowance to these particioants

Corrective action was taken.

evidence that demonstrate if the PHA. within a oeriod of twelve (12)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Original
Finding
Number

CFDA
No.

Current Status of Prior Year AuditFedeEt AwardTiiaii6 l
Findlngs (As requlred by OMB Circular A-133)

08-o5 74.87L The auditors did not obtain evidence that demonstrate that during
the fiscal vear ended on June 30.2008. the N4unicioatitv (pHA)
oerformed the oualitv control re-insoections,

Corrective action was taken.

08-06 93.600 The auditors oerformed a cash manaEement test and examined four
(4) cash advances received bv the Municipalitv during the fiscal vear
ended on June 30. 2008. Also. verified the bank statements and
cash reconciliation for that oeriod. The following summarizes the
situations found: a) The reouest of funds svstem maintained bv the
Municipalitv and the oass throuEh aEencv dld not provide the
Pro€ram to disburse these cash advances received. on a reasonable
laose of time: b)The Municioalitv maintains an averaqe cash
balance of $247.907 durinE the flscal vear ended on June 30.
2008.

No corrective action has been taken, The auditors reissued the
finding in the current year. See Finding Reference 10-05.

07-05 74.87 7 The auditors realized Cash ManaEement Test and after our
Drocedures, we found that durinE the current fiscal vear. the
ProEram maintained a monthlv averaEe cash balance in books of
aporoximatelv $116.031. Also. at June 30. 2007. the cash balance

those funds.

Also. the PHA maintained an averaEe leasinq rate of 89% instead a
95%. as reouired. This means that the ProEram did not use all
vouchers aooroved to the Municioalitv.

The audit finding does not warrant further action because two years
have passed since the audit report in which the finding occurred
was submitted to the Federal clearinghouse.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CAYEY

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Original
Findlng
Number

CFDA
No.

currentstatus of Prio@
Findings (As required by OMB Ckcutar A-fi13)

07 06 74.47 t The auditors oerformed an elieibilitv test of fifteen (15) oarticioant,s
flles and found the followinE exceotions: {a) ln four (4) cases. the
PHA did not use an uodated Fair l\rarket Rent Schedule for the HAp
calculation: (b) ln two (2) cases. the PHA used an incorrect familv
income for the HAP calculation: (c) ln one (1) case. the pHA did not
use the minimum rent for the HAP calculation: (d) ln one (1) case.
the PHA used an incorrect utiliw allowance for the HAp calculation:
(e) ln one f1) case. the PHA assiqned an incorrect handicao
deduction for the oarticioant. As result. the ProEram oaid an
incorrect HAP to the owner and reimbursed an incorrect utilitv
allowance to the oarticioant.

The audit finding does not warrant further action because two years
have passed since the audit report in which the finding occurred
was submitted to the Federal clearinghouse.

07-o7 93.600 The auditors realiz
cash advances received bv the fu4unicioalitv during the fiscal vear
2006-2007. Also. the auditors verified the bank statements and
easLteconoiliation for that oeriod. The followinA summarizes the
situations found: (a) The lvlunicioalitv reouested funds that were not
disbursed on a reasonable laose of time: (b) and in The Municioalitv
n0aintains an average cash balance ol $175,229 durin( the fiscal
veat 2006-2007.

The audit finding does not warrant further action because two years
have passed since the audit report in which the finding occurred
was submitted to the Federal clearinghouse.
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