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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
the Munlclpal Legislature
Autonomous Municlpality of Cayey
Cayey, Puerto Rico

We have audited the accompanying financial statemenG of the governmental activities,
each major fund, and the aggregate remaining fund information of the Autonomous
llJriciellty ot Cayey, Puerto Rico (Muntctpatity), as of and for the year ended June 30,
2011, which collectively comprise the Munlclpality's basic fnancial statements as listed
in the table of contents. These financial statements are the responsibility of the
Municlpality's management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the L.Jnited States of America and the standards appticable to fina;cial audits contained
in Government Auditing Standards, issued by the Comptroller General 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 supponing the
amounts and disclosures in the financial statements. An audit also includes asseasing
the accounting principles used and the significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

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 Autonomous Municipalityof
Cayey, Puerto Rico, as of June 30, 2011, and the respective changes in financial
position, thereof for the year then ended in conformity with accou;ting principles
generally accepted in the United States ofAmerica.

ln accordance with Government Auditing Standards, we have also issued our report
dated March 6,2O!2, on our consideration of the Munlcipallty's internal controt 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 describe 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 th;
internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance wjth Goyernment AuditinE Standards and should
be considered in assessing the results o, our audii.

Callc Parana #1686. El Cerczat. San Juan. p.R. 00916-j144 - Tct. (787) 777-AO4t t Fsr (?g7) 764.937?



INDEPENDENT AUDITORS' REPORT (CONTINUED)

Accounting principles genera y accepted in the united states of America require that the
management's discussion and analysis and budgetary comparison information on pages 3
through 12 and 60 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential p;rt of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with the auditing standards generally accepied in
the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistencv with
management's responses to our inquiries, the basic financial statements. and other
knowledge we obtained during our audit of the basic financial statements. 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 Autonomous Municipality of Cayey,s basic financial
statements. The Schedule of Expenditures of Federal Awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circutar A_133,
Audits of States, Local Governments, and Non- profit Organizations,; nd is also not a
required part of the basic financial statements. The schedule of expenditures of federal
awards are the responsibility of management and were derived from and relate direcfly to
the underlying accounting and other records used to prepared the financial statements_ The
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, in accordance with auditing
standards generally accepted in the United States of America. ln our opinion, th6
information is fairly stated in all material respects in relation to the basic financial
statements as a whole.

fu"/mfl/sc,
San Juan, Puerto Rico
September 30, 2011

Stamp No.2575527 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.
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COMMONWEALTH OF PUERTO RICO

ATIIONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2011

This discussion and analysis of the Autonomous Municipality of Cayey (N4unicipality)
- financial performance provides an overview of the Municipality's financial activities for the- fiscal year ended on June 30, 2OLL. fhe N4anagement Discussion and Analysis (MD&A)

_ should be read in conjunction 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, 2010. This IMD&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 overvielv of the N4unicipality's financial activities;

3. provide for an evaluation of its financial condition as of the end of the indicated fiscal
year, compared lvith prior year results;

4. identification of uses of funds in the financing of the Municipality's variety of
activities and;

- S. assess management's ability to handle budgetary functions.

_ F|NANC|AL HTGHLTGHTS

- The following comments about the financial condition and results of operations as reflected

_ in the financial statements prepared for fiscal year 2011 deserve special mention:

1. Total assets of the Municipality amounted to $165,664,772 which represents an

_ ,ncrease of 11% compared to prior fiscal year.

' 2. At the end of fiscal year 2011, total liabilities amounted to $67,804,327. Out of said
amount, $56,420,686 corresponded to long-term liabilities of which $46,049,000
epresented the outstanding balance of bonds and notes issued. The lvunicipality

continued to meet all debt service requirements, most of which was paid from self
generated revenues.

3. Total net assets of the l\4unicipality amounted to $97,859,785 which represents an

_ 'ncrease 
of 10% compared to prior fiscal year.
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL HIGHLIGHTS (CONTINUED)

4. Total revenues available for the financing of activities as reflected in the Statement
of Activities amounted to $45,2aI,743 derived from the following sources:
$5,139,595 charges for services; $10,802,187 from operating grants and
contributions; $1,186,796 from capital grants and contributions obtained from other
sources, and $28,153,165 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 $36,288,091.

6. As reflected in the Statement of Activities, the current fiscal year operations
contributed to an increase in the Net Assets figure by $8,993,652.

7. As of the close of the current fiscal year, the Municipality's Governmental Funds

reported combined endingfund balances of $46,031,817.

8. As the end of the current fiscal year, the Municipality's general fund balance
amounted to $7,705,600, compared to a fund balance of $5,092,919 in the prior
fiscalyear.

9. The actual General Fund budgetary activities resulted in a favorable balance of
$4,235,031.

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The approach used in the presentation of the financial statements of the lMunicipality is

based on a government-wide view of such statements as well as a presentation of individual
funds behavior during fiscal year 2011. The combination of these two perspectives provide

the user the opportunity to address significant questions concerning the content of said
financial statements, and provide the basis for a comparable analysis of future years
performance- The comparative analysis is a 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.

4



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENTS DTSCUSSTON AND ANALYSTS - (CONTTNUED)

YEAR ENDED JUNE 30, 2011

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 of the 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 important role in their financial operations. The higher the 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 benefit the
welfare of the Autonomous Municipality of Cayey's 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 at the most recent fiscal year. Based on the use of the accrual basis of accounting,
changes are reported 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, 2011, shows
total expenses incurred to afford the cost of all functions and programs amounted to
$36,288,091. Upon examining the sources of revenues for the financing of said programs,
the Statement reflects that $77,O62,79a was derived from the following sources:
$5,139,595 charges for services; $10,802,187 from operating grants and contributions;
and $1,186,796 from capital grants and contributions obtained from other sources. General
revenues for the year amounted to $24,153,165. When such figure is added to the
$17,062,198 previously mentioned, total revenues available for the financing of activities
amounted to $45,281,743, There was an excess of revenues over expenses in the amount
of $8,993,652 which contributed with an increase to the figure of net assets attained at the
end of the fiscal year.

The Fund Financial Statement is another important component of the Municipality's
financial statements. A fund is a grouping of related accounts that are used to maintain
accountability and controls over economic resources of the Municipality that have been
segregated for specific activities. The lMunicipal fund type of accounting is used to
demonstrate compliance with related legal requirements. lnformation offered thru this
Statement is limited to the Municipality most significant funds and is particularly related to

5



COMMONWEALIH OF PUERTO RICO
AIIIONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

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
lvlunicipality s short-term f inancial decisions.

Because the focus of governmental funds is narrovyer than that of the government wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government wide
financial statements. By doing so, users of the basic financial statements may be better
understand the long-term impact of the N4unicipality's near term financial decisions. The
Government Fund Balance Sheet and the Governmental Fund Statement of Revenues,
Expenditures and Changes in Fund Balances (Deficit) provide a reconciliation to facilitate
this comparison between governmental funds and governmental activities.

INFRASTRUCTURE ASSETS

Historically, a significant group of infrastructure assets (such as roads, bridges, traffic
signals, underground pipes not associated with utilities, 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 the
Government-Wide Statement. The Municipality implemented the capitalization of
infrastructure since July 1,2OO2.

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

6



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Assets

The Statement of Net Assets serves as an indicator of the lMunicipality's financial position at
the end of the fiscal year. ln the case of the Autonomous Municipality of Cayey, primary
government assets exceeded total liabilities by $97,859,785 at the end of 2011, compared
to $88,866,133 at the end of the previous year, as showed in the following condensed
Statement of Net Assets of the Primary Government.

Condeced StatenEtrt of Net Asls 20ao

Cu rst 6nd other 6sets

Cu r.ent and other liabilaties

lnrted in capital assets, net of related debt

200,000,000

150,000,000

100,000,000

50,000,000

56,301,945

LO9,362,L67

4T,tA9,T4T

102,392,356

9,tL2,t9A t9%

6,969,a11 7%

765,664,772 149,542,103 76,042,009 Ia%

11,383,641

56,420,646

1L154,004

49,557,966

225,637 2%

6,462,720 14%

67,444,327 60,715,970 7,044357 t2%

63,313,167

38,326,2t7
(3,779.599)

63,637,356

32,246,420
(7,014,o43)

(324,€9) (1)%

6,079,397 19%

3,234,444 (45)%

$ 97,a59,7A5 $ aa,a66,133 $ 4,993,652 10%

r2011

a2010
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Approximately 51 percent of the lMunicipality's total revenue came from taxes, while 36
percent resulted from grants and contributions, including federal aid. Charges for Services
provide 11 percent of the total revenues. The lvunicipality's expenses cover a range of
services. The largest expenses lvere for general government 42 percent, and health and
welfare services 41 percent. As follows, a comparative analysis of governmental-wide data is
presented. With this analysis, the readers have comparative information with the percentage

of change in revenues and expenses from prior year to current year.

condensed Statement ol Activities

Charges for services
operating granls and contributions
Capital grants and contributions

Municipal license tat
lv,lun icipal sales a nd use tar
Grants and contributions not

restricted to specific programs

lnterest and investme nt earnings

Genera I gove rnme nt

Health and welfare
culture and recreation
Econom ic development
CommunitydeveloPment
Urban development

lnteresi on longterm debt

Change in net asets

Neta$ets, begnning

Net asets, end of,€ar

20tt 2oLo change '/"

$ 5,139,595
ao,ao2,!87

1,146,796

12,1L7,252
6,2a7,5a3
3,933,643

4,O68,643
669,560
324.573
747,ATt

$ 3,a7a,5aa
9,972,524
9370,431

12,390,453
6,094,361
3,999,949

3,963,632
1,147,632

551,512
5,513,O41

$ 1,261,007 33%
829,663 8%

(a,1a4,o35) @7%)

1273,601) {2%)
L93222 3:%

(66306) (2%)

105,051 3%

@7a,o72) (42o,4)

(222,939) (4O%)

(4,765,170) (46%)

45,24L,7 43 56,882,923 (11,601,1aO) eO%)

a,739,O16 !34
(160,97a) \L5vo)
1,75a,500 5aa%
!,458,2A7 aL%

12,90!,674) (46%)

{a,454,762) (95%)

1252J,99) (60%)

2r,ta9 5a%
t413,172) 143%)
2a2,756 17%

15,242,949
9L4,O4A

2,057,497
14,883,232

45a,O79
464,375
17 a,472

57,479
550,736

\447,A3t

6,503,933
1,O75,O19

29A,997
13,425,O45
3,359,757
9,319,137

423,67 t
36,690

963,904
1,275,O75

36,2Aa,091 36,6a!,242 (393,111) la%)

4,993,652

88,466,133

20,201,72L

68.664,4L2

(11,204,069) (s5%)

20,20a,72! 290/"

$ 97,a59,7a5 $ aa,a66,133 $ 4,993,652 10%
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Revenues 2011

2%1,%

I Charges for services

I Operating grants and contributions

I Capital grants and contributions

aPropenytaxes

r Municipallicense tax

I Municipalsales and use tax

I Grants and contributions not
restricted to specific programs

i Other localtax€s

! lnterest and investment earnings

E Miscellaneous

a General Govern ment

rPublic safety

r Public works

t Health and welfare

rCulture and recreation

I Economic development

9Community devolpoment

t Urban development

rEducation

E lnterest on long-term debt

Expenses 2011
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALI.TS INDIVIDUAL FUNDS

Governmental Funds

The focus of the N,4unicipality's governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the Municipality's financing requirements. ln particular, unassigned 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 N.4unicipality's governmental funds reported
combined ending fund balances of $46,037,877 , an increase of $8,958,299 in comparison
with the prior year. There are reservations of fund balance amounting to $47,237,372. fhe
combined fund balances include restricted fund balance amounting to $34,508,332. This is
the portion of fund balance that reflects resources that are subject to externally enforceable
legal restrictions 1) to pay for specific program purposes ($6,290,974);2) to pay for capital
projects ($20,658,854); 3) to pay debt services ($7,558,504). There are committed fund
balance amounting to $7,5L3,272 that can only be used pursuant to constraint formally
imposed by the Municipal Legislature by ordinances and resolutions 1) to pay for specific
programs purpose ($1,411,755) and; 2) to pay for capital projects ($101,457). There are
assigned fund balances amounting to $5,215,858 that represent resources for specific
purposes but do not meet the definition to be classified as restricted or committed
(generally executive orders approved by the lMayor) 1)to pay for specific programs purposes

l$2,644,934)i and 2) to pay for capital projects ($2,570,894).

Within the governmental funds, it is included the general fund which is the chief operating
fund of the l\,lunicipality. As ofJune 30,20\L, the general fund hasan unassigned fund
balance of $4,794,445.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the l\4unicipality Legislature 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 General Fund budgetary activities resulted in a favorable balance of $4,235,031,
caused mainly due to unexpected variances in revenue and expenditures.

10



COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

CAPITAL ASSEIS AND DEBT ADMINISTRATION

Capital Assets

The Municipality's investment in capital assets as of June 30, 2O!7, amounts to
$74A,4L6,97A, with an accumulated depreciation of $39,054,811 (including depreciation
charges for the year totaled $3,350,256), leaving a net book value of $109,362,167. This
investment in capital assets includes land, construction in progress, buildings,
improvements, 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.

The Municipality finances a significant portion of its construction activities through bond or
notes issuances. The proceeds from bond and notes issuances designated for construction
activities are committed in its entirety for such purposes and cannot be used for any other
purposes. As of June 30, 2011, the Municipalily has $22,728,].96 of unexpended proceeds
mainly from bonds and notes issuances that are restricted, committed and/or assigned to
f uture construction activities.

Debt Administration

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 l,runicipality to be able to issue
additional general obligation bonds and notes, such l\4unicipality must have sufficient
"payment capacity". Act No. 64 provides that a lvunicipality 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 Municipality's
Special Additional Tax (as defined below), as projected by GDB, will 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 of and interest on all general obligation municipal bonds and
notes and on all municipal notes issued in anticipation of the issuance of general obligation
bonds issued by the Municipality constitute a first lien on the Municipality's Basic Tax
revenues.

LI



COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

Accordingly, the Municipality'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
N4unicipality's Redemption Fund, are not sufficient to cover such debt service. lt has never
been necessary to apply Basic Taxes to pay debt service on general obligation debt of the
Municipality.

ECONOMIC FACTORS AND NEXI YEAR'S 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
state grant revenues may vary if new grants are available but the revenue also is very
predictable. Those factors were considered when preparing the Municipality's budget for the
liscal yeat 201,1-2012.

FINAL COMMENTS

The lMunicipality is an autonomous governmental entity whose powers and authority vested
on its Executive and Legislative Branches are specifically established in the lMunicipal
Autonomous Act approved in August 1991. By virtue 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 N4unicipality'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
ldentified as one of the main short and long-term objectives of the N'lunicipality.

FINANCIAL CONTACT

The l\4unicipality's financial statements are designed to present users (citizens, taxpayer,
customers, investors and creditors) with a general overview of the lMunicipality's finances
and to demonstrate the N4unicipality's accountability. lf you have questions about the report
or need additional financial information, contact the Municipality's Chief Financial Officer.
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Commonwealth of Puerto Rico

Aulonomous Municipality of Cayey

Statement of Net Assets

June 30, 2011

Governmental

Activities

Assets

Cash and cash equiv€lents

Cash with fiscalagent

Municipal license tar

Municipal sales and use tat

Land, improvemenG, a.d consiruction in progress

Other capatal asseG, net of depreciation

Tot6l capital ass€ts

Total assets

Liabilities
Accounts payable and accrued liabilities

Oue to othergovernmental entities

Municipal license tax

Federalgrantrevenues

Due wiihin ore year

Due an mo.e than one year

Totalliabilities

Net Assets
lnvested in capitalasts, netofrelated debt

Total net assets

25,226,443

28,t10,72a

!20,a2a

277,24!

L352,476
369,340

244,409

51,701,960

57,660,207

709,362,167

1,65,664,112

3,969,711

924,949

5,239,305

1,249.636

3,475,761

52,544,925

67,404,327

63,313,167

23,331,205
7,554,504

7,436,s04

(3,779,599)

97,459.745

The notes to the fina ncia I statements are an inregral part ofthis statement.
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Commonwealth of Puetto Rlco
Autonomous Municipallty of Cayey

Statement of Activities
For the Year Ended ,une 30, 2011

ret (Exp€n*) Reenue and

Changes i. Net A$etB

Cohmunitydevetopme.r

lnterst o. longiem debl

Total govemmental activities

$ 15,242,949

2,051,497

u,443,232

458.079

177,472

57,479

550,736

!,447,431

5o

234,294

259,7*
3,954,017

4.OO2

,r,"r"
160,644

9,529,221

75,560

1a1,961

233,959

597,890

2!9,705

64,475

a44337

57,479

175,242,a99)

(656,439)

11,417.32O)

(1,399,994)

(313,642)

405,034

906,424

47,L54

(1,487,431)

$ 36,28a.091 $ 5,139.595 $ 10,a02,187 $ 11a6,796 (19,159,513)

Munic pa s es and !elar

GranB and cont.butons not rest(cted to specif c programs

lnterest and investment earnings

12,177,252

6,247.543

3.933,643

669,560

4,064,643

324,573

747,871

28,153,165

4,993,652

44,466,133

97,859,785

The notesiothefinancla statements are an inreg.atpart ofthis statement. L4



Commonwealth of Pueto Rico

Autonomous Municipality of cayey

BalanceSheet
Governmental Funds

June30.2011

t 1,034,330 $ 2s 226,,143

$ 15,063,243 $ 7.270.996 $ 2,065,133 3 55,679,031

$ 14.4s1 $ 1,s66,556

i 15,063,243 3 7,270,995

7.s5&504

2.065.133 $ 55,67e,o31

The notes to the financial naiements are an integralpart of this statement.
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Commonweallh of Puerto Rico

Altonomous M unicipality of Cayey
Statement of Revenues, Erpendituresand Changes in Fond Batances

covemmental Funds

For the Year Endedlune 30,2011

EIcs (defc encrl or cEnu6 orer

o$rliEn lrssl*('ls)

Ter dher fnan.ing $u6 (us)

________3l1E3L

3,63e,163 4q4s.r73

10,35o,ooo

e52,6a6) 37274!

e736e2 $ 46031317

The not6 to the financial statements are an integratpart of this sbtement. 16



Commonwealth of Puerto Rico

Autonomous Municipality of Cayey

Reconclllation of the BalanceSheet- Governmental Funds

to the stat€ment ol Net Assets

For the Year Ended June 30, 2011

lot6l Fund 8d..c - G@emmentar Fu.ds

Amoums reDoded for Go€rnmenta ,rar viries in rhe $aGment of Net lssers

capitalaaseisusedinGovemmentalA.livitiesa€notnnanca rceurces and therefore,

are not repoded in lhefunds.ln rhe cu ent period, these amounts ae:

Non Depre. able Capita A*ts
Depreciabre cap€ Asts
A@umulated DeDreciaron

$ 51,701,960

(39,054,411)

109,362.167Torar capirar Assets

Some of the Municiparty's rcvenuesw r be orlected aiteryearend, butare not avaibble

sn enoughto payfor the cuftent Fiod's expendtue and thereloE, are defered in

lnterc@emmemal Reeivabr*

A&ounts payabre accumurated.ccodingtothe ac.rualbasis ot aeounring ln th€ curent
period rh@a@0n6 p.rdbre amount to:

Some liabilitiesare notdueaad payable in the curem pe od and the.efore, are not

@poned in lhe funds. Thoe riabilities @nsist of:

Gene6lBonds and Notes Payable

Due ro orhq Govemmentar Ennr6

Tota LongTem Liabilitie

Total Net Asrs of Gffimmenral Acrivities

975,264

1,131416

\249,642

(2,/ro3,155)

(56,420,686)

$ 97,859,745

The notes lo lhe financial stalemenls are an integralparl oflhis siatement. !7



Commonwealth of Puerto Rico

Autonomous Municipality ol Cayey

Reconcilialion of the Statement of Revenues,

Expenditures, and Changes in Fund Balances of
Governmental Funds tothe Statement of Activities

For the Year Ended June 30,2011

Net Change h Fund Baranes - Totat Goremmental Funds

Amounls reported for governmental act vities r the statemenl of A.tiviti6 are difterent beeuse:

Govemmental Funds €pon capitaloutays as expenditures. However, in the covenmentt{de Statemert of Activiti6 and
Changes in Nd Assets,lhe ccl of thoe aseis is atto€ted overtheir estimated useiut tives as dep@ciation expense. Th s is
theamountof €pitalasts recorded in the cure.tpeiod.

capitalasets re@ ved as a donation a.e rot recorded rn rhe Govemmental Funds, be€use cufemnrancat resou,Ls are
noi rnvolved; however, the tran$ct on must be reflected in the covernmentwide Financiat Statements ba*d on the far
value of the donated propeny. Th s is the amountoldonated capitataseis recorded in the clrent per od.

Dispcal of €pital asets requiE remova of cost of the capita asets from the Epiata$et accolnt o. the Golemment
Wide Staiement of Net A$ets, resulling in a los on drsp@ of capitat a$ets on the covernment Wrde Statemenr of Activ ii6
and Changes in Nel Asel'

Oepreciation expense on €pital assets is @ported in the covemmentwide Statements of Advni6 and Change n Net
l6seG, but they do not requ re the use of curert financ at resourcs. Therefore, depreciation expense E not reponed as
expendtu€s in Governmental Funds.

Bonds and not6 poeeds povide curent financial resolrc6 to Govemmenlat Funds, bur i$uing debt ncrease tonE:rem
iab litis ln the Governmentwide {arehent of Net Assets. Repayme.t of bords ard nores pr ncipat s an expenditu.e in
Governmental Funds, but the reparment reduces lo.g tem tiabititi6 n the Governmenl-Wide Statement of Net Asets. This
is theamount bywh ch the debt pr@eeds exced debtsetoice princ palpayments.

Repayment oi ongterm prope^ytaxadvance debt s an expendnure in Governmentat Funds, butthe reparme.t redles ong
term propeny tax adEr@ debt in the Govemmenlwide Statemenl of Net AsseG. The lo iowingamount reprBent the chnge
in longterm poperty tax advance debt from prlor year.

Longlerm compen$ted absencE are repored in the Governmenlwide Stateme.t ol Activ ties and Changes in Net Asets,
but they do not requne the use ofcurcntnnanciar resour@s. Therefore, long term compeneted absencB were not reported

as expendnuies in Govermenlal Funds. The folowngamoLnl reprEent the change ir long.lerm compeneled absences fmm

Long term clalms and lldgments are repo^ed in the Govemmertalwlde statement oi Activiti6 and charg6 in Net Asets,
but they do rot.equire the use of cur€nt financial rNurc6. Therefore, clarms and ludgmenls are noi reponed as
expendtures in Gove/nment Funds. Thefollowingamounl representlhe change in onetem claims and judgments f.om pior

Long.tem landnllob igation is.eponed in the Governmentatw de Staremeni olAcrvit6 and changes in Net Asets, blr lhey
do not requlre the use of cudent linancia resourcG. Therefo@, landfill obigation is.ot reported as expe.dilures in
Governmenl Funds. Thefolowingamount reprGent the change in bngiem landiill obligation from pr oryear.

Repayment ol rong iem Puerto Rico Electic Powe. Autho.ry (PREPA) is an expenditure in Golernmeniar Furds, bur the
Epayment @duces long term PREPA in the Govemment\/vde statehent of Nei Asets. The followlngamount @p@senlthe
change in longtem PREPAdebtlrom p oryear.

Repayment or long iem L6nd nfomaton Management System (LIMS) is an expendlure n Gove.nmental Funds, but the
repayment educes long te.m LlMs in the Govemmert wde staiemeni of Net Asets. The following amount rep@sent the
change n long term L|MS debtfrom prior year.

Revenue in the Statement of AcrNiri6 rhai do not prov de curent fnancial resourc are not repoded as revenle in the
iunds. The folowingamouni reprsents the change in this revenuesi@m prioryear.

Fevenu6 reponed ln the Gove.nmentalFunds that was accumubred in rhe Governmeni,wide Slatement of Net A$ets as a

change ln Net A*ts o, Govemmehtal activlii€s

$,1a2,465

658,407

(5,521,605)

(3,350,256)

8,9s8,299

143,405

17.294.OOO)

1o2,455

53890

112,448)

47,OA5

96,494

154,606

1226,345)

$ 4,993,652

The notes to the financialstatements are an integral part ofthis statement. 18



COMMONWEALTH OF PUERTO RICO
AIITONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2011

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Autonomous Municipality of Cayey (lMunicipality) was founded on the year 1773.
The Municipality's governmental system consists of an executive and legisl;ture body.
It is governed by a Mayor and a sixteen-member Municipal Legislature who are
elected for four-year terms.

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

The basic financial statements of the l\4unicipality have been prepared in conformity
with Generally Accepted Accounting principles as applied to local governmental units
in the United States of America (US GMp).

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

ln 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
Reportlng lModel, provides for the most significant change in financial reporting for
state and local governments in over 20 years and affects the way the Municipality
prepares and presents financial information. The Statement was adopted as of July 1,
2002. ln addition to this Statement, GASB Statement No. 37, "Basic Financial
Statements and lvanagement'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 four-year delay for implementation to fiscal year
ended on June 30,2007. The Municipality implemented the capitalization of
infrastructure since July 1,2OO2.

ln March 2009, the Municipality adopted the provisions of GASB Statement No.55,
The Hierarchy of Generally Accepted Accounting principles for State and Local
Goyernments (GASB No. 55), and GASB Statement No. 56, Codification of Accounting
and Financial ReportinE cuidance Contained in the AtCpA Statements on Auditing
Standards (GASB No. 56).
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

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

GASB No. 56 incorporated into the covernmental Accounting Standards Board's
(GASB) authoritative literature certain accounting and financial reporting guidance
presented in the American lnstitute of Certified Public Accountants' Statements on
Auditing Standards. This Statement addressed three issues not included in the
authoritative literature that establishes accounting principles,related party
transactions, going concern considerations, and subsequent events.

ln the current year, the Municipality adopted the provisions of GASB Statement No.
54, Fund Balance Repofting and Govemmental Fund Type Definftions (GASB No. 54),
which modified the interpretations of certain terms within the definition of the special
revenue funds and the types of activities the Municipality may choose to report in
those funds. GASB No. 54 also clarified the capital projects fund type definition for
better alignment with the needs of preparers and users. Definitions of other
governmental fund types were also modified for clarity and consistency.

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

A. Component Units

ln evaluating how to define the lVunicipality 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
basic, but not the only criterion for including a potential component unit within the
reporting entity is if elected officials of a primary government are financially
accountable forthe 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 specific 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 render the
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

financial statements misleading or incomplete. Based on the above criteria, the
lvluniclpality does not have component units to include within its reporting entity.

B. Government-wide and fund financial statements

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

1. l\4anagement's discussion and analysis introduces the basic financial statements
and provides an analytical overview of the l\4unicipality'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
lMunicipality. 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 directly
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_

Fund financial statements focus on information about the l\4unicipality's major
governmental funds. lMajor individual governmental funds are reported as
separate columns in the fund financial statements. Pursuant to the provisions set
forth by GASB No. 54, the l\4unicipality reported the following governmental funds
in the accompanying GFFS:

General Fund - is the Municipality main operating fund used to account for and
report all financial and reported resources and governmental activities, except for
those required to be accounted for in another fund. lt is presumed that the
lMunicipality's governmental activities have been reported in the general fund
except for transactions for which one of the following compelling reasons has
required the use of another fund: (1) legal requirements, (2) USGMP requirements
or (3) the demands of sound financial administration requiring the use of a
governmental fund other than the general fund. lts revenues consist mainly of
taxes, licenses and permits, intergovernmental, charges for services and other.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPATITY OF CAYEY

NOIES TO BASIC FINANCIAT STAIEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

Special Revenue Fundgstate and local grants - is a major governmental fund
used to account for and report the proceeds of specific revenue sources (other
than trusts for individuals, private organizations, or other governments or for major
capital projects) that are legally restricted or committed to expenditure for
specified purposes other than debt service or capital projects. Resources
restricted or committed to expenditure for purposes normally financed from the
general fund are generally accounted for in the general fund provided that alt
applicable legal requirements can be appropriately satisfied and the use of special
revenue funds is not required unless they are legally mandated.

Special Revenue Fund-Head Start - is a major governmental fund used to
account for and report the proceeds of revenues from head start and child and
adult care food program grants. The uses and limitations of this special revenue
fund are specified by federal and statutes. The objective of the Head Start
program is to promote the school readiness of low-income preschool children
(ages 3 to 5).

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

Debt Service Fund -is a major governmental fund used to account for and report
for the accumulation of financial resources that are restricted for, and the
payment of, principal and interest for: (1) bonds payable for which debt service
payments are legally mandated to be accounted for in a debt service fund and (2)
certain special long-term obligations for which the N,lunicipality is been
accumulating financial resources in advance to pay principal and interest
payments maturing in future years.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

The outstanding balance of certain general long-term obligations for which debt
service payments do not involve the advance accumulation of resources (such as
certain notes payable, obligations under capital leases, accrued compensated
absences, landfill obligation, claims and judgments, net pension liability and other
long-term obligations) are only accounted for in the accompanying statement of
net assets. The debt service payments of such obligations are generally accounted
for in the governmental fund which accounted for the financial resources used for
the payment of such debts. Principal and interest due on July 1of the following
fiscal year are accounted for as a fund liability, if resources are available as of
June 30 for its payment.

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

The lvlunicipality periodically undertakes a comprehensive evaluation of its fund
structure to ensure that it complies with all aspects that are of importance to
users of general purpose external financial reports. Consequently, all superfluous
funds and some internal funds currently used by the Municipality in the day-to-day
accounting procedures have not been reported as individual governmental funds
in the accompanying fund financial statements. Accordingly, the accompanying
fund financial statements include only the minimum number of funds consistent
with legal and operating requirements and, consequently, certain types of similar
internal funds have been combined into single funds in the accompanying fund
financialstatements-

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

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

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

C. Financial reporting presentation

The accounts of the lMunicipality 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:
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COMMONWEALTH OF PUERTO RICO
AT'TONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDEDJUNE 30, 2011

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

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

Special Revenue Furd - State & Loca, Graats - 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 lMunicipality 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 lvlunicipality 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 lMunicipality
ordinances or federal and state statutes.

Special Reyenue Fund - Other Federal Grants - 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 Nrunicipality ordinances or federal and state
statutes.

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

Capital Projects 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 f!4unicipality ordinances or
federal and state statutes.

Debt Service Furd- 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.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

D. Measurement ,ocus, basis oI accounting and financial presentation

Government-wide financial statements - The accompanying GWFS are prepared
using the economic resources measurement focus and the accrual basis of
accounting. Subject to the additional rules and limitations detailed below, revenues
(including interest on deposits and investments) are generally recorded when earned
and expenses are generally recorded when a liability is incurred, regardless of the
timing of related cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange-
like transactions are generally recorded when exchange takes place. ln exchange
transactions, each party to the transaction receives and gives up essentially equal
values. An exchangelike transaction is one when there is an identifiable exchange
and the values exchanged, though related, may not be quite equal, The
accompanying basic financial statements include exchang+like transactions such as
license fees, fines, penalties, forfeitures, permits, charges for services, and most
miscellaneous revenues, which are recorded as revenues when collected because
they are generally not measurable until actually received.

The N4unicipality groups its non-exchange transactions into the following four (4)
classes in the accompanying basic financial statements: (a) derived tax revenues, (b)
imposed non-exchange revenues, (c) government mandated non€xchange
transactions, and (d) voluntary non-exchange transactions.

ln the case of derived tax revenue transactions, which result from assessments that
the Municipality places on exchange transactions, receivables and revenues are
recorded when the underlying exchange has occurred.

ln the case of imposed non-exchange revenue transactions (such as property taxes
and municipal license taxes), which result from assessments made by the
Municipality on non-governmental entities, including individuals, other than
assessments on exchange transaction, receivables are generally recorded in the
period when an enforceable legal claim has arisen. Property taxes and municipal
license taxes are generally recorded as revenues (net of amounts considered not
collectible) in the fiscal year when resources are required to be used for the first
fiscal year that the use of the resources is permitted.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF STGNTFTCANT ACCOUNTTNG POL|CtES (CONTTNUED)

For government-mandated non-exchange transactions (such as intergovernmental
grants and contributions), receivables and revenues are generally recorded when all
eligibility requirements imposed by the provider have been met. For the majority of
grants, the [ilunicipality must expend resources on the specific purpose or project
before the provider reimburses any amounts. Therefore, revenue is generally
recognized as qualifying reimbursable expenditures are incurred.

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

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

lnterests on deposits are recorded when earned since these revenues are considered
both measurable and available at June 30, 2011. Receipts of any type of revenue
sources collected in advance for use in the following fiscal year are recorded as
deferred revenues.

According to GASB No. 34, all general capital assets and the unmatured long-term
liabilities are recorded only in the accompanying Statement of Net Assets. The
measurement focus and the basis of accounting used in the accompanying GWFS
differ significantly from the measurement focus used in the preparation of the GFFS.

Therefore, the accompanying GFFS include reconciliations, as detailed in the
accompanying table of contents, to better identify the relationship between the GWFS

and the GFFS.

Government Fund Financial statements - The accompanying GFFS are reported
using the current financial resources measurements focus and the modified accrual
basis of accounting. Revenues are generally recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are
collectible within the current fiscal year or soon enough thereafter to pay Iiabilities of
the current fiscal year. For this purpose, the Municipality generally considers most
revenues (municipal licenses taxes, construction excise taxes, sales and use taxes,
interests on deposits, intergovernmental grants and contributions and certain
charges for services) to be available if collected within sixty (60) days after June 30,
2011. At June 30, 2011, all revenues sources met this availability criterion.
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COMMONWEALTI] OF PUERTO RICO
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Property taxes are all considered susceptible to accrual if commonly collected within
sixty (60) days following the end of the fiscal period, unless unusual circumstances
justify a greater period.

Other revenue sources considered susceptible to accrual include municipal license
taxes, sales and use taxes, construction excise taxes, intergovernmental grants and
contributions, interests on deposits and charges for services. These principal revenue
sources meet both measurability and availability criteria in the accompanylng GFFS.

ln a manner similar to the GWFS, but subject to and limited by the availability criteria
discussed above, all revenues, expenses, gains, losses, assets and liabilities
resulting from exchange, exchange-like transactions are also generally recorded
when the exchange takes place while all revenues, expenses, gains, losses, and
assets resulting from non-exchange transactions are recorded when an enforceable
legal claim arises or when all eligibility requirements imposed by the provider have
been met, applicable.

lnterests on deposits are recorded when earned since these revenues are considered
both measurable and available at June 30, 2011.

Pursuant to the provisions of GASB lnterpretation No.6, Recognition and
Measurement of Ceftain Liabilities and Expenditures in Covernmental Fund Financial
Staternents (GASBI No. 6), in the absence of an explicit requirement (i.e., the
absence of an applicable modification, discussed below) the lvlunicipality generally
accrues a governmental fund liability and expenditure (including salaries,
professional services, supplies, utilities, etc.) in the period in which the government
incurs the liability, to the extent that these liabilities are normally expected to be
liquidated in a timely manner and in full with current available financial resources.
The accompanying Balance Sheet - Governmental Funds generally reflects only
assets that will be converted into cash to satisfy current liabilities. Long-term assets
and those assets that will not be converted into cash to satisfy currenl liabilities are
generally not accounted for in the accompanying Balance Sheet - Governmental
Funds- At the same time, long-term liabilities (generally, those unmatured that will
not require the use of current financial resources to pay them) are not accounted for
in the accompanying Balance Sheet - Governmental Funds.

The measurement focus of the GFFS is on decreases of net financial resources
(expenditures) rather than expenses. N4ost expenditures are measurable and are
recorded when the related governmental fund liability is incurred. Allocation of costs,
such as depreciation and amortization, are recorded in the accompanying Statement
of Activities, but are not recorded in the accompanying GFFS.
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E. Assets, liabilities and net assets

1. Cash and cash equivalents, and cash with fiscal agent- The Municipality'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.

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 Municipality'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. Receivables 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 to/from other funds" (i.e., the current portion of
interfund loans) or "advances tofrom other funds" (i.e., the non-current portion of
interfund loans). All other outstanding balances between funds are reported as
"due to/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 available 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 generalfund represents the
balance owed from the Municipal Revenue Collection Center (CRllM), related to
preliminary liquidation. lntergovernmental and federal grant receivable in the
special revenue or capital project funds represent amounts owed to the
N4unicipality for reimbursement of expenditures incurred pursuant to federally
funded or state founded programs. lntergovernmental receivable in the debt
service fund represent the distribution of property tax collected by the CRIM which
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.
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4. Capital assets" 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 historical cost if
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.

N4ajor outlays for capital assets and improvements are capitalized as projects are
constructed.

Capital assets of the N,4unicipality are depreciated using the straight-line method
over the following estimated useful lives:

Descriotion
Buildings and site improvements
lnfrastructure

Furniture and fixtures
[4achineryand equipment

lJsefulLife
40 years
40 years
10 years
5 years
5 years

3 to 5 years

$1
$1
$1
$1

$25
$25

when one of the

Caoitalization threshold

5- Deferred revenues. ln the GFFS, deferred revenues arises
following situations occur:

a. Potential revenue does not meet both the "measurable" and "available"
criteria for revenue recognition in the current period (unavailable revenue). As
previously discussed, available is defined as due (or past due) at lune 30,
2011 and collected within 60 days thereafter to pay obligations due at June
30. ln subsequent periods, when both criteria are met, the liability for
deferred revenue is removed and revenue is recognized.

b. The lvlunicipality receives resources before it has a legal claim to them
(unearned revenue). ln subsequent periods, when the revenue recognition
criterion is met, the liability for deferred revenue is removed and revenue is
recognized.
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Deferred revenues at the government wide level arise only when the Municipality
receives resources before it has a legal claim to them.

6. Longi.term obligation$ 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 liabilities 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 generalfund.

7. Compensated absenceg 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 first 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. lJpon 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 N4unicipality. All sick leave pay and salary related
benefits are accrued when incurred in the governmental-wide financial statements
when the employee meets such criteria.

8. Claims and judgmentg The estimated amount of the liability for claims and
judgments, which is due on demand, such as from adjudicated or settled claims, is
recorded in the generalfund when the Iiability is incurred.

9. Fund Balances- ln the current year, the Municipality adopted the provisions of
GASB Statement No. 54, Fund Balance Repofting and Governmental Fund Type
Definitions (GASB No. 54), which enhanced the usefulness of fund balance
information by providing clearer fund balance classifications that can be more
consistently applied. This statement establishes fund balance classifications that
comprise a hierarchy upon the use of the resources reported in governmental
funds.
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Pursuant to the provisions of GASB No. 54, the accompanying GFFS report fund
balance amounts that are considered restricted, committed, assigned, and
unassigned, based on the relative strength of the constrains that control how
specific amounts can be spent, as described as follows:

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

Committed - Represent resources used for specific purposes, imposed by
formal action of the Municipal's highest level of decision making authority
(Municipal Legislature through resolutions and ordinances) and can only be
changed by a similar law, ordinance or resolution, no later than the end of
fiscalyear.

Assrgned - Represent resources intended to be used by the N,lunicipality for
specific purposes but do not meet the criteria to be classified as restricted or
committed (generally executive orders approved by the lMayo0. lntent can be
expressed by the Municipal Legislature, the Mayor or by an official or body to
which the Municipal legislature delegates authority in conformity with the
Autonomous lMunicipalities Act of Puerto Rico, as amended. ln governmental
funds other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or committed.

Unassigned Represent the residual classification for the N4unicipality's
general fund and includes all spendable amounts not contained in the other
classifications. ln other funds, the unassigned classification is used only to
report a deficit balance resulting from overspending for specific purposes for
which amounts had been restricted, committed, or assigned.

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

a.

b.

d.
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The Municipality reports resources constrained to stabilization as a specified

pripo"" lreitri"ieo or committed fund balance in the general fund) only if: (1) such

iesources meet the other criteria for those classifications, as described above and

(2) the circumstances or conditions that signat the need for stabilization are

identified in sufficient detail and are not expected to occur routinely' However' the

Nlunicipality has not entered into any stabilization-like arrangements' nor has set

aside material financial resources for emergencies and has not established formal

minimum fund balances amounts as of for the fiscal year ended June 30' 2011'

ln situations when expenditure is made for a purpose for which amounts are

availableinmultiplefundbalanceclassifications,thelVunicipalitygenerally
spends committed resources first, and then unrestricted resources Within

unrestricted resources, the Municipality generally spends committed resources

first, followed by assigned resources, and then unassigned resources'

10. Net Assets

Restricted net assets have been reported pursuant to the provisions of GASB

statement No. 46, Net Assets Restricted by Enabling LeEislatrbn (GASB No 46)'

Those net assets consist of net resources restricted by external parties (such as

debt covenants. creditors, grantors, contributions, laws or regulations of other

governments, etc ), or net assets for which constraints are imposed by the

constitutional provisions or enabling legislation-

Enabling legislation consists of legislation that authorizes the Municipality to

assess,-lelry, charge or otherwise mandate payment of resources (from external

resource piovideg. Enabling legislation establishes restrictions if it includes a

legally eniorceable requirement that those resources be used only for the specific

prirposes stiputated in the legislation. A legally enforceable enabling legislation

restriction is one that a party;xternal to the Municipality (such as citizens' public

interest groups, or the judiciary) can compel the Municipality to honor' The

Municipalt:ty periodically reevaluates the legal enforceability of an enabling

tegistaiion io determine if any of the resources raised by the enabling legislation

are used for a purpose not specified by the enabling legislation or if the

Municipality has other cause for consideration.
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The classification of restricted net assets identifies resources that have been
received or earned by the N4unicipallty with an explicit understanding between the
Nlunicipality and the resource providers that the resources would be used for
specific purposes. Grants, contributions and donations are often given under
those kinds of conditions. Bond indentures also often limit the use of bond
proceeds to specific purposes.

lnternally imposed designation of resources, including earmarking, are not
reported as restricted net assets. These designations consist of management's
plans for the use of resources, which are subject to change at the discretion of the
lvlunicipal Legislature.

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

a. lnvested in capital assets, net of related debt: Consist of capital 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. Restricted net assets: Represent net assets that are subject to restrictions
beyond the lvunicipal's control. These include restrlctions 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 itself).

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.

ll.Accounting for Pension Costs- On July 7,2OO7,lhe Municipality adopted the
provisions of GASBS No.50, Pension Disc/osure, which amended GASBS No.27,
AccountinEjfor Pensions by State and Local Government Employers, by requiring
disclosure of how the contractually required contribution rate is determined by
governments participating in multi,employer cost-sharing pension plans.
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The N4unicipality accounts for pension costs from the standpoint of a participant in
a multi-employer cost-sharing plan. Accordingly, pension costs recognized in the
accompanying basic financial statements are equal to the statutorily required
contributions, with a liability recorded for any unpaid required contributions.

For the purpose of applying the requirements of GASBS No. 27, the state
Government of Puerto Rico is considered to be the sponsor of the Employees'
Retirement System of the Government of Puerto Rico and its lnstrumentalities
(ERS) and System 2000, a multi-employer cost-sharing define benefit pension plan
and a hybrid defined contribution plan, respectively, in which the employees of the
Municipality participate. The Municipality 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 Government of Puerto
Rico and the basic financial statements of such retirement systems are part of the
financial reporting entity of the Government of Puerto Rico.

12.lnterfund and intra-entity transactione The Municipality has the following types of
transactions among funds:

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.

13.Risk Iinancing

The lvlunicipality carries commercial insurance to cover casualty, theft, tort claims
and other losses. lnsurance policies are negotiated by the Puerto Rico Treasury
Department and costs are allocated among all the Municipalities of Puerto Rico.
Cost of insurance allocated to the Municipality and deducted from the gross
property tax collections by the CRIM for the year ended June 30, 2011 to
$949,262. The current insurance policies have not been cancelled or terminated.

The lMunicipality carries insurance coverage for death and bodily injuries caused
by the automobile accidents. The insurance is obtained through the Automobile
Accidents Compensation Administration (MCA), a component unit of the
Commonwealth of Puerto Rico. This insurance is compulsory for all licensed
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vehicles used on public roads and highways in Puerto Rico. The annual premium is

$35 per licensed motor vehicle, which is paid directly to McA.

The Municipality obtains workers' compensation insurance through the State
lnsurance Fund Corporation (SIFC), a component unit of the Commonwealth of
Puerto Rico. This insurance covers workers against injuries, disability or death
because of work or employment-related accidents, or because of illness suffered
as a consequence of their employment. Cost of insurance allocated to the
lVunicipality and deducted from the gross property tax collections by the Municipal
Revenue Collection Center (CRllV)for the year ended June 30, 2011 amounted to
$608,492.

The Municipality obtains unemployment compensation, non{ccupational
disability, and drivers' insurance coverage for its employees through various

insurance programs administered by the Commonwealth of Puerto Rico's

Department of Labor and Human Resources (DOL). These insurance programs

cover workers against unemployment and provide supplementary insurance

coverage for temporary disability, or death because work or employment-related
accidents or non-occupational disability and drivers' insurance premiums are paid

directly to DOL on a cost reimbursement basis.

Under Act No. 63 of )une 27, 2O7O, the Legislative Assembly of the
Commonwealth of Puerto Rico, authorized the municipalities to procure and

manage at their own discretion all insurance policies, including those related to
health plans been provided to the municipal employees. The Municipality also

obtains medical insurance coverage from one health insurance company for its
employees. Different health coverage and premium options are negotiated each

year by the Municipality. Premiums are paid on a monthly basis directly to the

insurance company.

14.llse of Estimates

The preparation of financial statements in conformity with USGMP requires

management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and the disclosure of contingent assets and

liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reported period. Actual amounts could differ
from those estimates.
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The lvlunicipality maintains its deposits in various commercial banks located in Puerto
Rico and Government Development Bank for Puerto Rico (GDB). Proceeds from bonds
and funds related to certain grant awards are required by law to be held with GDB.

The Municipality adopted the provisions of GASB Statement No.40 (GASB No.40),
Deposit and lnvestment Risk Disc/osure, an Amendment to GASB Staternent No. 3. This

statement requires that state and local governments disclose essential risk information
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 risk - 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 Municipality has adopted, as it's custodial and credit risk policy, the Statement of
lnvestment Guidelines for the Government of the Commonwealth of Puerto Rico.

Accordingly the l\4unicipality 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
Municlpality does not invest in marketable securities or any types of investments for
which credit risk exposure may be significant. Therefore, the N'4unicipality's management

has concluded that the risk related to any possible loss related to defaults by

commercial banks on the lVunicipality's deposits is considered low at June 30, 2011'

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, 2011, (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, 2011, the Nlunicipality's

investments in certificates of deposits are recorded at cost, which approximates their fair

value. Therefore, the l\4unicipality's management has concluded that at June 30, 2011'
the interest rate risk associated with the l\runicipality's cash and cash equivalents is

considered low.

Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank

failure. the Municipality's deposits may not be recovered. Pursuant to the Statement of
Investment Guidetines for the Government of the Commonwealth of Puefto Rico lhe
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.
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ln addition, public funds deposited in commercial banks by the lvunicipality are fully

securities pledged as collateral are held, in the Municipality'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 lvunicipality through June 30, 2Ol7- Therefore, the
lvlunicipality's management has concluded that at.June 30, 2011 the custodial credit
risk associated with the Municipality'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
lvlunicipality's deposits is considered low at June 30, 2011.

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 collateralare held bythe Secretary ofthe
Treasury of Puerto Rico. ln addition, the lvlunicipality maintains deposits with the
Government Development Bank for Puerto Rico (GDB).

Deposits - The Municipality's bank balances in commercial banks of $14,139,563'
$5,A32,267, $637,7 45, $3,532,038 in the general fund, special revenue fund-state

and local grants, special revenue fund - Head Start, and capital pro.ject fund - state and

local grants, respectively, were fully collateralized at June 30, 2011. ln the other
governmentalfunds were deposits with commercial banks of approximately $1,084,83O
that were fully collateralized.

The deposits at GDB of $1,438,729 that is restricted for other purposes in the special

revenue fund-state and local grants, the $19,448,909 that is restricted principally for

capital projects in the capital project fund - state and local grants, the $7,495,270 in

the debi s;rvice fund, and the $327,82O in the other governmental funds are unsecured

and uncollateralized, as no collateral is required to be carried by governmental banks'

3. RECEIVABLES

a, Munlcipal License Tax- The N4unicipality imposes a municipal license tax on all

businesses that operate within the N,lunicipality, which are not totally or partially

exempt from the tax pursuant to the lndustrial lncentives Acts of the Commonwealth

of Puerto Rico. This is a self-assessed tax based on the business volume in gross

sales as shown in the tax return that is due on April 15 of each year'
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Entities with sales volume of $ 1,OOO,OOO or more must include audited financial
statements together with the tax return. During the fiscal year ended Ju ne 30, 2011,
the tax rates were as follows:

1, Financial business- 1.50% of gross revenues

2. Other organizations. 0.50% of gross revenues

This tax is due in two equal installments on July 1 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 $120,828 represents filed municipal license tax
returns that were uncollected as of June 30,2OIL, net of allowance for uncollectible
accounts.

I!4unicipal license taxes collected prior to June 30 but pertaining to the next fiscal
year is recorded as deferred revenues.

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 lax of 1.5o/a at the lvlunicipal
Level. The [.4unicipalities of Puerto 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 provides an optional surtax on the un
process food. This surtax must be approved by the Municipal Legslature. The

Treasury Department is responsible to create the Municipal Development Fund (.1%),

the lMunicipal Redemption Fund (.3%) and the Municipal lmprovements Fund (.1%)

with the remaining 0.5%.

Municipal sales and use tax receivable of $277,281 represents filed municipal sales
and use tax returns that were uncollected as of June 30,2OLl, net of allowance for
uncollectible accounts.

I nte t gove m m e n ta I Re ce i v a bl e s

lntergovernmental receivable in the debt service fund represents property tax
receivable at June 20, 2011. Following is a detail of the intergovernmental
receivables:

b.

Governmental Entitv

Municipal Revenue Collection Center (CRIM)

Total

Amount

$ 63.234

$ __'03234
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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 of the federal grants receivable:

Program Descriotion

Head Stan Program
Community Development Block Grant - Entitlement
SENDEC - Child Care Program
Community Development Block Grant - ARRA

Others

Total

4. INTERFUNDTRANSACTIONS

Amount

$ 91,012
60,442
48,667
33,802

r35.417

$ 369380

lnterfund receivables and payables at June 30, 2011, and interfund transfers during the
fiscal year ended at June 30, 2011, are summarized as follows:

a. Due from/to other fund:

Receivable Fund PaYable Fund

ceneral Fund

General Fund

GeneralFund

Other Govern menta I

Other Govern mental
Funds

Capital Projects Fund-
State and LocalGrants

Total

Special Revenue Fund-
State & LocalGrants

Other Governmental
Funds

SpecialRevenue Fund-
Head Stan

Special Revenue Fund-
State & LocalGrants

GeneralFund

GeneralFund

Amount

$ fi7,247

753324

194,961

299

a29,407

aa.446

$ 666J2a

Purpose

Payrolls, accruals, and other
expenditures not reimbursed

Payrolls, accruals, and other
expenditures not reimbursed

Payrolls, accruals, and other
expenditures not reimbursed

Reimbursable Expenditures

Reimbursable Erpenditures

Reimbursable Expenditures
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b. Transfer in/out to other fund

Transfer in

Special Revenue Fund+State
and LocalGrants

Special Revenue Fund+Other
FederalGrants

Capital Projects Fund'State
and LocalGrants

Debt Service Fund

Total

Transferout

GeneralFund

Special Revenue Fundsstate
and LocalGrants

Special Revenue Fund$
Section 8
Special Revenue Funds-Other
FederalGrants
Capital Projects Fund-State
and LocalGrants

Total

Puroose

Transfer of funds for specia I pu rpose

Transfer of funds for Section 8
Program

Transfe r of funds for specia I pu rpose

Transfer offunds for debt retirement

Purcose

Transfer of funds for special purpose
and debt retirement

Transfer of funds for specia I purpose

Transfer of flrnds for other federal
grants

Transfer of funds foadebt retirement

Tra nsfer of fu nds for special pu rpose

Amount

$ 382,679

1,045

210,000

$L27L-A72

An!gu!!

$ 252,607

10,538

1,045

475,242

472.!47

$a2LL,672

5. NOTE RECEIVABLE

At June 30, 2O11, the note receivable are composed of the following:

Desc ption

Note receivable from "Coopeaativa Agro-Comercial de P R , La Marquetin'' in

the originalamountof $ 740 O00, to be collected asfollows:

1. Monthly interest payments of $ 1,850, at 3% annual interest rate, from

thefirctthrough the end ofthe fifth year;

2. Monthly installments of $ 5,110, including interest at 3%. stading on the

saxth yearthrough Year 2011.

Total

Amount

s 244.409

$ 24440&
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

6. CAPITAL ASSETS

Capital assets; those with an estimated useful live of one year or more from the time of
acquisition by the lMunicipality 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 2011, including those changes pursuant to the implementation of GASB

Statement No. 34, follows. Land and construction in progress are not subject to
depreciation:

Balance
June 30. 2O1O

Balance
Additions Retirements lune30.2011Governmental Activities:

Capital asset, not belng
depreciated:

Land
Construction ln progress

Total capital as.sets not belng
depreciated

Capital assets, being depreciated:

Buildings and buildings
improvements

Equipment
lnfrastructure and infrastructure
improvements
Work ofart
Vehicles

Total capital aigets being
depreciated

Less accumulated depreciation
for:

Buildings and buildings
im prove ments
Equipment

$ 23,655,656 $ 658,807 $ - $ 24,314,463
25.260.510 7.625.030 (5.498.043) 27.347.497

48.916.166 8.283.A37 (5.498.043) 51.701.960

5a,099,665
(13,566) 6,594,547

27,950,723
7,350

70.029.074 62.270 i28.O11) 10.063.333

89.198.760 7.s57.835 (47.577\ 96.715.018

54.549.459 3.550,206
6,732,774 475,995

18,480,759 3,469,364
7,350

(15,664,506) (7,221,543)
(3,916,809) (695,794)

(16,886,089)
8,271 (4,604,392)

lnfrastructure and infrastructure
improvements {7,641,693) @66,727) {8'508,414)
Workofart Q,a77) (735) (3,552)

Vehicles i8.496.745) (565.423) 9.804 (9.052.364)

Total accumulated depreclatlon 85.722.570\ (3.350.256) 18.015 (39 054.811)

Total capital assets being
depreciated, net 53.476.190 4.207.579 123.562], 57.660.207

Governmental activlties capital
assets, net $ 102.392356 $ L2A91AL6 $ (5,521-605) $109362J67
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

6. CAPTTAL ASSEIS (CONTTNUED)

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

Govelnmental activities:

Generalgovernment
Public safety
Publac works
Community development
Culture and recreation
Health and welfare
Economic development
Education

Total depreciation expense-governmental actlvities

7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Amount

$ 1,1s5,004
74,453

1,043,940
a32,272
6a9,660
20L,657

775
9.115

$ 3350256

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

Speclal Special Capital
Revenue Fund Revenue Projects Fund Debt othel

General - Staie & Fund - - State & Seryice Gove.nmental
pescriotion E!!d Localcrants Head siad Localclants E!!d Ecs! IqE!

Accounts payable $ 584,857 $ 44,ool $ 73,822 $ 252,781 $ $ 143,451 $1,098,912

Accrued liabilities 467.644 - 

- 

' 467 644

rotar $1-052-5ql $ 
--44-ooL 

$ 13.f,.22 $ 252fir $ . $ 143-45i1 $1,566,556

8. DUE TO OTHER GOVERNMENTAL ENTITIES

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

Governmental Entitv

Pueno Rico Aqueduct and SewerAuthority
Puerto Rico Telephone Company
0epartment of Treasury
Depanment of Labor
Pueno Rico Eledric Power Authority

Total

The lMunicipality reached agreements
of debts on a long-term basis. These
Assets as non- current liabilities.

with other governmental
liabilities are presented

Amount

$ 22517
22,443

532,O43
30,590

317.396

L 924.949

entities for the payment
in the Statement of Net
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NOTES TO BASTC FtNANC|AL STATEMENTS (CONTTNUED)

YEAR ENDED JUNE 30, 2011

8. DUE TO OTHER GOVERNMENTAL ENTITIES (CONTINUED)

During the fiscat year 2OOL-2OO2, the N4unicipality authorized the CR \4 to retain the
corresponding portion for the financing project of Land lnformation Management
System- LIMS, contracted by the CR|M. A totat of $777,289 is to be retained in a ten
years period at an interest rate of 5.95%, until November 2g, 2011. At June 30, 2011,
the outstanding debt balance was $ 50,620. This amount will be presented in the
government wide statement of net assets.

DEFERRED REVENUES

a. Municipal License Tax- The deferred revenues of $ 5,239,305 in the general fund
relates to municipal license tax collected in fiscal year 201O-11that willbe earned in
fiscal yeat 2077-72.

9.

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

ProEmm Descdption

Head Stan Program

Total

in special revenue fund - head
received for which qualifying

revenues from the pass-through

Amount

$ 459.974

L459-9zl
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:

Prcdram Desc otion

Disaster Grants Public Assista nce
Public and lndian Housing
Energ/ Efficiency and Block crant
Head Stan ARRA
Others

Total

Amount

$ 483,335
46,25A
56,352
90,936
72.7AA

$ra9_662
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COMMONWEALTH OF PUERTO RICO
AI'TONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

10. PROPERTY TAXES

The personal property tax is self assessed by the taxpayer on a return which is to be filed
by May 15 of each year with the Municipal Revenue Collection Center (CRllV), a
governmental entity created by the government of Puerto Rico as part of the Municipal
Governmental Autonomous Laws of August 1991. Real property tax is assessed by the
CRIM 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 luly 1 and January 1. The CRIM is
responsible for the billing and collections of real and personal property taxes on behalf of
all the municipalities of Puerto Rico. Prior to the beginning of each fiscal year, the CRIM
informs the N4unicipality 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
N/|unicipality based on the initial estimated collections. The CRINI 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 [4unicipality and amounts actually collected from
taxpayers. This settlement has to be completed on a preliminary basis not later than
three months after fiscal year-end, and a final settlement made not later than six months
after year-end. If the CRIM remits to the Municipality property tax advances, which are
less than the tax actually collected, a receivable from the CRIIM is recorded at June 30.
However, if advances exceed the amount actually collected by the CRll\4, a payable to the
CRIIM is recorded at June 30.

On January 26, 2000, Public Law No.42 was enacted, which authorized the CRlNil 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 Municipalities of Puerto Rico have with the CRIM
arising from final settlements of property tax advances versus actual collections through
fiscal year ended June 30, 2000. The amounts that the Municipalities will collect from
additional property taxes resulting from increases in the subsidy from the
Commonwealth of Puerto Rico to the l unicipalities 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 11,2O01, 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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AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

10. PROPERTY TAXES (CONTTNUED)

Also, on October 11, 2002, public Law No. 172 was enacted, to provide as an option forthe lvuniciparities to incrude the debt that the r\Iuniciparities of puerto iico have with the
cRlM arising from finar setflements of property tax advances versus actuar colections for
the fiscal year ended June 30, 2OO1 with the loan authorized through public Law No. 42
enacted on January 26, 2000.

On June 26, 1997, public Law No. 21 was enacted authorizjng the CRllV, among other
things, to sell the property tax receivables related to taxpayers iho owned property taxes
from L974 to 1996. Such property tax receivables were purchased by the-public
Financing Corporation, a subsidiary of the Government Development Bank of puerto Rico
(GDB) using the proceeds of a bond issuance executed for such purposes. Said Law
imposed the CRINI the obligation to replace uncollectible property ta; 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 th;t a substantial percentage of the
receivables sold were uncollectible. ln order to protect the economic damagi to the
financial structure of munjcipalities caused by the substitution of uncoltectible tax
receivables with sound collectible receivables, on October 11, 2001, public Law No. 146
was approved and enacted. Through this Law, the CR|N,4 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 pubiic Financing
Corporation (a cDB subsidiary) of the tax receivabtes. The toan is being paid by the
municipalities thru a 30 year long term financing negotiated by the CRIN,4 with GDB on
behalf of such municipalities as authorized by the indicated Law.

The Statement of Net Assets includes an outstanding debt balance of $3,751,192 and
$357,284, 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 lvunicipal Autonomous Law of 1991, the exempt amountto be
paid by the Puerto Rico Treasury department to the lMunicipalities was frozen as of
)anuary 7, 1992. ln addition, the law grants a tax exemption from the payment of
personal property taxes of up to $5O,OOO of the assessed value to retailers having
annual net sales of less than $150,000.
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NOTES TO BASTC F|NANC|AL STATEMENTS (CONTTNUED)

YEAR ENDED JUNE 30, 2011

10. PROPERTY TAXES (CONTINUED)

The annual tax rate is 9.33% for real property and 7.33% for personal property of which
1.0370 of both tax rates are for the redemption of prOfl" OeOt issued by the
Commonwealth of puerto Rico. The remaining percent"g" t OiatriOrtuo as follows: (a)
5.8% and 3.8olo, respectively, represents the l\4unicipality;s basic propeny tax rate which
is appropriated for basics and accounted for in the ginerar fund. A portion of such
amount is deposited in an equalization fund togeth;r with a percentage of the net
revenues of the Puerto Rico electronic lottery and a subsjdy from the Commonwealth of
Puerto Rico. From such fund, a distribution is made to ;lt municipatities; (b) 2.SO%
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% of the
property tax collected and such amount is accounted for similar to item (a) above.

11. LONG-TERM LIABILITIES

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

Beginning Botrowings payments or Endtng DuewithinAahnce orAdditions Deducflons Bat.nce Oneyear
$34,70s,000 $ 10,195,000 $ (2,396,000) g42,5O4.OOO S2.574_ooo4.050.000 .l55,ooo 1660.000) 3,545,000 670.0004,2tO,931 1702,455) 4,10A,476 !O7.a24137.616 f7,616

2,952,596 258,449 (401,a54) 2,a09,191 4O4,OOO

Descdption

Advances from CRli,4

Compensated Absences
Due to Other Govern menla r

Entity
Claims and Judgments
LIMS Repayment Plan
Landfili 0bligation

Toral

1,205,7a5
1.029.158 1.46.A52

747,513
1.119.367 t2.44A

$49,55a9A0 soJdLta9

(47,085) 1.15a.700 56.a70
(2OO,742) 975,26a
(96,893) 50,620 50.619

LL3LA15 a2.448

$ G-9O5,029 S56.420 686 $3.a7s-761

a. Legal debt margin-The N4unicipality is subject to a legal debt margin requirement,
which is equal to 7oo/a of the total assessment if property located within the
lvlunicipality 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 new 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 lMunicipality 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 Municipality issued bonds for $10,195,000.
Bonds payable outstanding at June 30, 2011 are as follows:
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11. LONG-TERM LtABtLtTtES (CONTTNUED)

Descrlption
Balance at

June 30,2011
1994 Serial bond for infrastructure construction with an originat amount of g663,000
due in annuat instalments of $15,OOO to $47,OO0, throGh lanuary 1. 2018,'wit;
interest 0f5.0%

1994 Serial bond for infrastructure construction with an originat amount of g465,000
due in annuat insta ments of g12,O0O to $32,OOO through _ranuary f, Zbfe,'wittr
interest of 5.0%

1998 Gen_eral obtigation bond for the acquisition of a capitat asset with an originat
amount of $1,015,000 due in insta ments of $1O,OOO to g8S,OOO, through Ju:ty 1,
2022, with interest ranginglrcm 4_9%lo6.7ya

1998 General obtigation bond for construction and improvements ofcapitatassets with
an originat amount of $1,990,000 due in instaltments of $65,000 to $2o5,ooo
through July 1,2013, with interest rangingfrom 4.9%to 6.7%

1999 General obligation bond for the construction of a capitat asset with an orjginat
amount of $355,000 due in instaltments of g15,OOO to $35,OOO through )uty 7,2Oa3,
with interest ranging from 4.9o/o to 63%

1999 General obligation bond for construction, improvements and acquisition of
various capital assets with an oiginat amount of $3,7O5,OOO due in instalments of
$140,000 to $390,0OO through Juty 1,2013, with jnterest rangingfrom 4.9% to 6.1%

1999 Generalbond for improvements ofvarious capital assets with an originalamount
of $725,000 due in insta ments of g3O,OOO ro SSO,OOO through Juty i ZOLZ, wit
interest rangingfrom 2.7% to 7.81%

1999 General obligation bond for the acquisition of a capitat asset with an originat
amount of $685,000 d ue in insta lments of g IO,OOO to $60,000 through Juty 1,, rO23,
with interest ranging from 2.7% lo 7.8%

2000 General obligation bond for improvements of a capitat asset with an originat
amount of $355,000 due in insta ments of g5,OOO to $3O,OOO through Juty a,2679,
with interest ranging from 2.7% io 7.8%

2OOO General obligation bond for infrastructure construction anc, acquisition of
property with an o ginat amount of $1,765,000 due in instalments of $65.000 to
$1a5,000through Juty 1, 2014, with interest ranginlttom 2.7%to 7.8%

2001 General obligation bond for construction of capitat asisets with an originat
amount of $270,000 due in instaltments of gS,OOO to $25,OOO through Juty 7,2625,
with interest ranging from 2.7a/. rc 6.10/o

2001 General obligation bond forthe acquisition of prope(y wth an oflgrnatamount of
$1,O10,000 due in insta[ments of g15.OOO to $9O.OOO through Juti t. 2025. with
interest rangingfrom 2.7% to 6.1%

$ 285,OO0

195,000

710,OOO

570,O00

100,000

1,095,000

150,O00

495,000

225,000

670,O00

220,000

410,000
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11. LONG-TERM L|ABtltTtES (CONTTNUED)

Description
Balance at

.,une 30,2011
2002 General obligation bond for construction of infrastructure and improvements to a
capital asset with an originat amount of $255,OOO due in insta ments of $1O,OOO to
$30,000 through Juty 1, 2016, with interesr rangin gfrcm 2.7% to S.O%

2002 General obligation bond for construction and improvements of capital assets with
an original amount of $1,120,0OO due in insta ments of g4S,OOO to $125.OOO
through July 1,2016, with interest rangingfrom 2.7% to 5.O%

2002 General obligatrcn bond for improvements ot capltal assets with an oripinat
amounl of $835.000 due in rnstaltments ot $25,O00 to $85,OOO through Juty 1, 2618,
with interest rangingfrom 2.7o,1lo S-A%

2002 General obligation bond for improvements of a capitat asset with an oiginat
amount of $125,000 due in instalments of g5,OOO to g2O,OOO through J lty l,26t6,
with interest ranging from 2.7%to5.O%

2002 General obligation trond for improvements of a capital asset with an originat
amount of $255,00O due in instalments of g5,OOO to $2O,OOO through Juty 7,2626,
with jnterest rangingfrom 2.7%lo 5.6yo

2003 General obltgation bond for improvements of a capitat asset wjth an originat
amount of $235,OO0 due in instaltments of $1O,OOO to g25,O0O through .juty 1,26fi,
with interest ranging from 4.2%lo5.O%

2OO3 General obtigation bond for improvements of a capitat asset with an originat
amount of $325,00O due in insta ments of g15.OOO to $35,OOO through Juty 7,2677,
with interest ranging from 4_2a/o to 5.Oo/o

2003 General obtigation bond for the acqutsition of a capjtal asset with an originat
amount of $85,000 due in jnsta ments of $5,OOO to $1O,OOO through I uty 1.26a7,
with interest rangingfrom 4.2o/a lo S-Oo

2003 General obligation bond for construction and improvemenG of various capital
assets with an oiginat amount of g1,11O,OOO due in insta ments of $1S,OOb to
$85,O00 through Juty 1, 2027, with interest rangin Ctrcm 4-2%to 5.3%

2OO3 General obligation bond for anfrastructure construction and improvements with
an originat amount of 91,415,000 due in insta ments of $25,OOO to g115.OOO
lhrcugh )uly 1 . 2027 , wit h rnterest ra nging from 4.2% to 5.306

2003 General obligation bond for the construction of a capitat asset with an original
amount of $205,000 due in instaltments of g5,OOO to $15,O0O through J uly a,2627,
with interest rangingfrom 4.2%to 5.3%

2OO4 
-G-eneral 

obligatton bond tor professionat services with an original amount ot
$12O.OO0 due in rnsta ments of g1O,0OO to $t5.OOO through lut 1, 2O13, wrrh
interest rangingfrom 4.2% to 5.O%

$ 140,000

600,oo0

520,000

70,000

210,000

135,000

190,OO0

45,000

920,000

1,175,O00

165,000

45,O00
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COMMONWEATTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

11. LONG.TERM LIABILITIES (CONTINUED)

Description
Balance at

June 30,2011
2004 General obligation bond for infrastructure improvements with an originalamount of $2os,ooo due in instaltments of $10,OOO to SZs,oOO it.ren lr'ty i,2018, with interest rangin9trcm 2.4% lo 4.Bah

2004 Gene.al obtrgarion bond for acqutsition ot properiy wtth an originat amount ot$]4u.ooo due in insta menls of 95.000 to $1O.OOO throuSh Jutt 1. 2028, wiLh
interest rangingfrom 2.4% to 5.3%

$ 130,000

105,000

60,oo0

130,OO0

265,000

1,040,000

565,000

1,O24,000

100,000

110,000

120,O00

280,000

2005 General obligation bond for construction of capital assets
amount of $140,000 due in insta ments of $1O.OOO to $15,000
2014, with interest ra ngingfrctn 3 _3% to 4.7./,

2005 General obtigaLron bond for properry acquisrtron
$160,000 due in rnstaltments of g5,OOO to glO.OOO
interest rangingfrom 3.3% to 5.3%

with an originat
through July 1,

with an originat amount of
through luly 1, 2029, with

2005 Generat obligation bond for infrastructure improvements with an original
amount of $330,000 due in installments of glO,OOO to $Z5,OOO tnrougtr Ju_ly i,
2024, with jnterest ranginltrcm 4.2%to S.3ok

2005 Generat-oblig?tion bond for acqujsition of a capitat asset with an originat
amount of $1,210,000 due in instaltments of g25,OOO to $SO,OOO tnrougtr t.iiy i,
2029, with interest ra ngin1I,om 4.2% to 5.3%

2005 cenerat obligaton bond for infrastructure improvements with an o ginat
amount of $1,230,000 due in insta ments of $95,OOO to $150,000 through J;, i,
2014, with interest rangingtuom 3.3% to 4.7ok

?9q1!qTl"l obtigarion bond for (he payment of debt with an originat amount of
$1,698,000 due in insta ments oi $75,OOO ro $t45,OOO rhro,rgh.Juty 1,2019, wirh
interest ranging from 1.5 3% to 6.62%

2006 Gene_rat obligation bond for improvements of a capitat asset with an originat
amount of $125,000 due in insta ments of g5,OOO to $16,000 through J rty i,6iO,
with interest rangingfrom 1.5%to 6.6%

?999 -G:Iler.al 
otrlr8ation bond tor property acquisrtion wrth an oaginat amounl of

$135.000 due in insta ,nents of $S,OOO to $10,000 through Juti r,2030. wiih
interest rangingfrom 4.2% to 5.3%

?096 9T1rgL_oltlryt'.on bond ror acquisition or a caprat asset with an ori8rnat
amount of $145,0OO due in insta ments ot $5.OOO to $1O,OOO throu8h Juty 1. 2"030,
with interest rangingfrom 4.2%to 5.3%

2006 General obligation bond for acquisition of a capitat asset with an originat
amount of $305,000 due in insta ments of $5,ooo to g25,ooo through J uty 1,2630,
with interest ranging from 4.2%lo S.3ok
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11. LONG-TERM LtABtLtTtES (CONTTNUED)

Description
Balance atJune

30, 2011
2006 Generat obtigation bond for the construction and improvements of capitat
ass€ts- with an originat amounl of $9O5,OOO due in insta menG ot $25,00b to
$75.000 through July 1, 2025. with interest ranging from 4.20r to b.3%

2006 General obligation bond for infrastructure improvements with an original
amount of $1,010,000 due in instalments of $45,OOO to g95,OOO through J;y 1,
2020, with interest rangingfrcm 4.2% lo 4.8%

2006 General obiigation bond for acquisition of a capitat asset with an originat
amount of $5,755,0OO due in insta ments of g95,OOO to $44S,OOO through J;y 1,
2030. wth interest rangrngfrom 1.5% to 6.6%

2007 General obtigation bond for infrastructure construction with an originat
amount of $1,010,000 due in insta|ments of $7o,ooo to g135,ooo through J;y 1,
2016, with interest rangingfrcm 1.5%to 7.Oa/o

2008 Generat obtigation bond for acquisition of capjtat assets with an originat
amount of $1,235,OO0 due tn insta ments of $2O,OO0 to gIOO,OOO through J;y 1.
2032, with interest ranginllrcm a_53ok to 7.25oA

and improvement of
due in installments of
ranging from 1.53% to

$ 765,000

755,000

5,200,000

685,000

1,175,000

465,000

7,240,OOO

645,000

485,000

3,700,000

3,125,OOO

2,015,000

2009 Generat obtigaton bond for the construction
infrastructure with an originat amount of g1,O1O,OOO
$70.000 to $135,0OO through _juty 1, 2018, with interest
7.25%

2010 Generaloblagation bond forthe construction of a capitat asset with an originat
amount of $1,335,000 due tn instalments of ggb,OOO to $1a5,000 through Ju'iy 1,
2019, with interest rangingfrom 5.O% to 7.5%

2010 General obligation bond forthe construction ofa capjtatasset with an originat
amount of $650,000 due in insta ments of SS,OOO to $55,OOO through l;ty 1,
2034, with interest rangingfrom 5_O% to 7.5y0

2010 General obligation bond for construction of infrastructure with an oiginal
amount of $5O5,O00 due in insta ments of g2O,OOO to $55,OOO through JJiy 1,
2024, with interest rangingfrom 5.0% to 7.5%

2010 General obligation bond for the acquisition of various capitat assets with an
original amount of $3,750,000 due in insta ments of $5o,ooo to $315,ooo
through July 1,2034, with anterest rangingfrom 6.0% to 7.5%

2010 Generat obligation bond forthe construction ofa capitalasset with an original
amount of $3,165,000 due in insta ments of $4O,OOO to $265,000 through l;y 1,
2034, with interest rangingfrom 6.O% to 7.5%

2011 General obligation bond for infrastructure constflrction with an original
amount of $2,015,O0O due in insta menis of $4O,OOO to $1a5,OOO through J;y 12030, wlth interest rangingfrom 6.0% to 7.5%
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YEAR ENDED JUNE 30, 2011

11. LONG-TERM LtABtLtTtEs (coNTtNUED)

Ealance at
June 30.2011

2011 General obtigation bond for construction of a capitat asset with an originat
amount of 9630.000 due in insta ments of gIO,OOO io $60,000 through Jujt i,
2035, with interest rangingfrom 6.0% to 7.5%

201 I Ceneral obligation bond for acqutsition of a caplal asset wtth an onsinat
amount ol $1.015,00O due ir rnstalments of gIO.OOO to $85,O00 througfj;,
1,2035, with interest rangingfrom 6.0%to 7.5%

2011 Speciat obligation bond for infrastructure improverrents with an originat
amount of $6,030,000 due in insta ments of g230,OOO to $640.000 thr;ug;
July 1,2025, wath interest rangingfrom 6.0% to 7.5%

2011 Special obligation bond for construction and improvements of
infrastructure with an originat amount of $SO5,OOO aue in 

'instattmenL 
ot

$2-0,0OO to $55,000 through Juty 1, 2025, with interest ranging rrom e.O% io
7.5%

Total

$ 630,000

1,015,O00

6,030,OO0

505,000

q 42-5O4,ASa

These bonds, except the 2OO5 Series $ 1,698,000 bond, are payable from the special ad
valorem property rax or 2,soa/a which is restricted for debt service and retained by the
Government Development Bank for puerto Rico for such prrpo""". ih" 2OOS Series
$1,698,000 bond is payable with General Fund resources,

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

Year Endlng
June 30.

2072
201.3
2074
2015
20a6
2077 2027
2022 2026
2027-2037
2032-2036

Total

Princioal

$ 2,574,000
2,782,OOO
2,465,000
2,373,000
2,138,000

10,267,OOO
9,810,000
6.615,000
3.080.000

q42.504,OOi

lnlctcd
$ 1,901,598

2,530,996
2,364,676
2,209,77 4
2,O7 4,056
4,31a,a55
5,729,207
2,296,493

493.006

92L318 655
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11. LONG-TERM LtABtLtTtES (CONTTNUED)

c. Notes Payable 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 eveni.
The notes are payable as follows:

Maturity
9a!c

7 a-1.3
7 7a6
7-t-16
7-7-74

I a-74

&1-15

Tvoe of notes

2007 Series
20Og Series
2010 Series
2011Series
Section 108 - 20OO
Series

Section 108 2000
Series

Iotal notes payable

Year Ending
June 30.

2072
2073
2074
20!5
2076
2017-2020

Total

Original
A!!pur!

495.OOO
505,000

1,115,000
155,000

1,670,OO0

4,225,OOO

Range ot
lnterest mtes

a-54% to 7 .OOYa

7.537ato 725%
50,6Io 7.5%
6% to 7 5%

6.2% to 6.5%

6.2% to 6.5Yo

$ 670,000
690,000
720,OOO
665,000
550,000
250.000

t 3-545r@

Balance at
June 30.2011

$ 245,000
385,O00
990,O00
155,000

460,O00

1.310.000

$ 1315!00

$ 86,624
777,O73
88,803
60,092
32,631
77.250

$396-473

Except for the Section 108 notes, which are payable with Community Development
Block Grant - Entiflement program and ceneral Fund sources of revenues, these
notes are payable from the special ad valorem property tax of 2.5oo/o which is
restricted for debt service and retained by the covernment Development Bank for
Puerto Rico for such purposes. During the current year, the Municipaiity issued notes
for $155,000.

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

Princioal h@cs!

d. Advances from CRIM- This amount represents the balance owed to the CRll\4 at June
30, 2011 will be repaid through a financing obrained by the CRIN.4 with cDB.

Propedy Tax Debt- This amount represents the balance owed to the Treasury
?gqgrtment and to the Municipat Revenue Co ection Center (,,CR1N4,,) at June 30,
2011as described in Note 10.
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11. LONG-TERM LtABtLtTtES (CONTTNUED)

f. Compensated Absences- The government-wide statement of net assets includes
approximately $1,489,430 of accrued sick leave benefits, and approximately
$1,319,761 of accrued vacation benefits, representing the lvlunicipality,;
commitment to fund such costs from future operations.

g. Due to Other Governmental Entity- This amount represents the balance owed to the
Puerto Rico Electric Power Authority (pREpA) at June 30, 2011, resulting from prior
year's excess of electricity consumption over in lieu of payment oftaxes.

h. LIMS Repayment plan- This amount represents the balance owed to the CRIlvl at
June 30,2011, as described in Note 11.

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 perfarm
certain maintenance and monitoring functions at the site for 30 years after closure.
ln accordance with Statement No. 18 of the GASB, ,,Accounting for Municipal Solid
Waste Landfill Closure and post-closure Care Costs,,, the N4unicipality has performed
a study of the activities that need to be implemented at the lr/,lunicipality's landfill to
guarantee the maximum yield of available space and to comply with appllcable state
and federal regulations.

Based on this study, the Municipality has recognized $ 1,131,815 as the
lvunicipality's estimated current cost for landfill closure and post_closure costs as of
June 30, 2011. The annual estimate of post closure costs has been assessed
approximately to be $15,500 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.

12. PENSION PLAN

The Employee's Retirement System of the Commonwealth and its lnstrumentalities (the
Retirement System) is a cost-sharing multiple defined benefit pension plan sponsored
by, and reponed as a component unit of the Commonwealth of puerto Rico. All regular
employees of the lMunicipality under 55 years of age at the date of employment become
members ofthe 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
beneflts depend upon age at retirement and the number of years of creditable service.
Benefits vest after ten years of plan participation.
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12. PENSTON PIAN (CONTTNUED)

lvlembers 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 benefit payable monthly for life.

The amount of the annuity shall be one and one-half percent of the average
compensation, as defined, multiplied by the number of years of creditable service up to
twenty years, plus two percent 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.

Participants who have completed at least 30 years of creditable service are entiied to
receive the lMerit 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. Disability retirement
benefits are available to members for occupational disability up to a maximum benefit of
50% of the average salary, as defined. However, for non-occupational disability, a
member must have at least 10 years of creditable services.

Commonwealth legislation requires employees to contribute 5.775% for the first $550 of
their monthly gross salary and 8-275o/o for the excess over 9550 of monthly gross salary.
The lMunicipality is required by the same statute to contribute 9.275o/a ol the
participant's gross salary.

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

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan.
lJnder 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
Rico will not guarantee benefits at retirement age. The annuity will be based on a
formula which assumes that each year the employee's contribution (with a minimum of
4.275o/r lo 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 two-year Constant Maturity
Treasury Note or, (2) ea'n a rate equal to 75% of the return of the ERS'S investment
portfolio (net of management fees), or (3) earn a combination of both alternatives_
Participants will receive periodic account statements similar to those of defined
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12. PENSTON PLAN (CONTTNUED)

contribution plans showing their accrued balances. Disability pensions will not begranted under System 2000. The emptoyer,s contribution (S.il\y" ot tne emptoyee,s
salary) will be used to fund the current plan.

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

Funding, Policy

The authority under which the funding policy and the obligations to contribute to the ERS
and System 20OO by the plans' members, employers and other contributing entities
(state and municipal contributions), are established or may be amended by law.

Contribution requirements are established by law and are as follows:

Municipality
Employees:

Hired on or before [.4arch 31, 1990

Hired on or before April 1, 1990

Annual Contibution

9.275% of gross salary

5.775olo of gross salary up to $6,600
8.275% of gross satary over $6,600
8.275% of gross salary

Svstem 2O0O

$ 63,123

$ 79,277

$ 80,400

The lvunicipality contributions during those years are recognized as total pension
expenditures/expenses in the category of administration as follows:

Fiscal vear

2071-

20LO

2009

Law No. 447

$ 305,279

$ 379,555

$ 370,53a

These amounts represented the 1OO% of the required contribution for the corresponding
year. Additionally, changes made in the types and amounts of benefits offered by special
laws and cost of living adjustments, led to a one-tine recommended contribution to fund
the retroactive adjustment related to the changes.

Additional information on the Retirement System is provide in its financial statements for
the year ended June 30, 2011, a copy of which can be obtained from the Retirement
System, lMinillas Station, PO Box 42004, Sa n Juan, pR OO94O.

55



(o
rJ)

gERfi.qBEHE EH$F$B B3$;EE CI 3
REiBBHHmB !eerREE il$HS;d El dl.i^il ,illl

I

.i19 F - re -aq.'igi, i dPg 6Pocise -_ EgE .ti'
!!{gi",s *;i -E{s", E{9", -d
iEsis;ajg! E;:;:;s gs:i:;g c E

ti

3
c

:

3

il

x
gl

:

d#5

!! Bs'i ri

Jg 3 gd E

= -'Eed
F 36
5

E

g

!

-q
-o

o ..,1

2=3H<o@(9
6(Dza
l!-

d<

a
rlJ

=z
E

o9 F9< :'
Ee l, d
YO Z Oi! lrJ N

E= E B
lld S g
o5 i,/, <
r=J=
E = I 

^r.rrgE4z
zo = -gE U s
=z a >
=o <l
6E 6ie

to
lrJtsoz



COMMONWEALTIJ OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

14, RISK MANAGEMENT

The Property Divlsion of the lr.4unicipaljty is responsjble of assuring that the Municipality,sproperty is properly insured. Annua y, the property Djvision 
"oriiil.jtu information ofall property owned and its respective market vatue. After evai;ti.g thL information, theProperty Division submits the data regarding the wunicipatityi pro'perties to the Area ofPublic lnsurance at the Department of the Treasury of the commonieartn or puerto Ricowho.ls responsible for purchasing all property 

"nO "rar"ity 
insura=ice poticies of attmunicipalities. Settled claims have not exceeded commercial ioverale in any of the 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 Nlunicipality,s grani programs havebeen audited in accordance with the prwisions of the Singfe luOit-A;t ot 1996, through
June 30, 2011, these programs are still subject to financ-ial and comptiance auAits Oythe granting agencies and the resorution of previousry ioentitied queiiioneo costs. Theamount, if any, of expenditures which may be disailowed by such audits cannot bedetermined at this time, although the lvlunicipality ,"n"g"."nt 

"rp""ia 
such amounts,

if any, not to be material.

b. Claims and lawsuits:

The lvunicipality is a defendant in a number of lawsuits arising principally from claims
against the N4unicipality for alleged improper actions, and othellegal ,uti'"ra tn"t uri""
in the ordinary course of the lVunicipaljty,s activities.

With respect to pending and threatened litigation, the Municipality has reported Iiabilities
of approximatety $975,268 for awarded ;r anticipated uniavoiaote].rllrent" in tn"
Government-Wide financial statements. This amount was included i;the financial
statements and represents the amount estimated as a probable liability or a liability with
a fixed or expected due date, which wirr require future avairabre rinanciJt resources tor irspayment.

It is management's opinion, based on the advice of the legal counsel, that the potential
claims against the Nlunicipality not covered by insurance-will not maieiiatty afect tnefinancial resources for its payment.
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YEAR ENDED JUNE 30, 2011

15. COMMTTMENTS AND CONTTNGENCTES (CONINUED)

c. Other Commitments:

At Jun€ 30, 2011 the general fund had commitments of approximatety $2,644,934 fotexecutory purchase orders or contracts that will be honored during the suOsequent year.

16. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS

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

a. GASB Statement No. 60, Accounting and Financial Reporting for Service
C9_nce.sstgn Arrungements (GASB 60). Ihe requirements oi'tf,L 

"tut"r"nt "rueffective for the fiscal year commencing on July i,2OI:..

b. GASB Statement No. 61, The Financiat Repofting Entity (GASB 61). The
requirements of thjs statement are effective for the fiical yeir commencing after
June 75,2OL2.

c. GASB Statement No. 62, Codification of Accounting and Financiat Reporting
Guidance Contained in pre_November 30, Tggg FASB;nd AIC1A pronouncements
(GASB 62). The requirements of this statement are effective for the fiscar year
commencing on July 1, 2012.

d. GASB Statement No. 63, Fnancial Repor-ting Deferred Outflows of Resources,Deferred lnflows of Resources and Net positon. The requiremens of this
statement are effective for the fiscal year commencing on December 15, 2011.

e. GASB Statement No.64, Derivative lnstruments: Apptication of Hedge Accounting
Termination provision (amendment to GASB Statement No. 5t)_ I;e requirements
ofthis statement are effective for the fiscalyear commencing on.lrn" fS, ZOff.

The impact of these statements on the Municipality's basic financial statements has notyet been determined.
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17. SUBSEQUENT EVENTS

Act No. 94 issued on June 16, 2011 by the Legislature established an incentive plan forthe payment of real and personal property tax dues, beginning on lrfy f+, ZOff. fni" l"tprovides an amnesty to all property tax payers forg-ving "afi p"nilt,:"s, 
"narg"" "nainterests of the unpaid principal of pass_due' propert! tax-fiiUifiy. ine period that taxpayers have to enjoy for such benefit is for exactty ninety 1901 dayi Oeginning on tuty t+through october IL, 2OL!. rhe unpaid property iaxe" 

"ou"r"O 
,noeiit is Act are thoserelated to fiscat year 2009-2010 and eartier (f;r reat property tt;;i ano tor zoOg anO

earlier for personal property tax.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

B]'DGETARY COMPARISON SCHEDULE - GENERAL FUND
(SEE NOTES TO BUDGEIARY COMPARISON SCHEDULE'

YEAR ENDED JUNE 30, 2011

V6iance with
ActualAmounts FinatBldget

(BudgetaryBasts) positv;
O Ernal rinat fSoe ttote rt 1Xuru,;r",REVENUES:

Municipal licensetax
Municipat sates and use tax
Licerses, permits and other tocat taxes

Charges for services
Finesandforfeitures

Budget caryover (1)

Total revenues after carryover
EXPENDITURES, ENCUIVIBRANCES ANO
OTHER FINANCING USES

Cultureand recreation

communitydevetopment

Ope.ating transter to otherf!nds
'total o(pendltures, encum blances and

$ a,2a7,457
6,060,200
3,220,000
1,425,OOO
4,012,263
3,542,05a

120,000
725,000
91a,O0o
405.000

24,644.97A

$ a,2!7,457
6,060,200
3,220,000
t,425,OOO
4,O72,263
3,542,O58

120,000
725,OOO
918,000
405.000

24.644,91A

1346_001

30.030.979

$ 8,256,696
6,778,392
3,290,400

6A6,676
4,045,145
4,173,69A

217,415
328,573
993,597
315.408

29,086,000

1.386.001

30.472_OO1

$ 39,239
L14,192

T0,400
1734,324)

32,882
4,231,640

97,475
1396,427)

75,597
t49.592)

44!,O22

441,O222A.644.97A

15,188,173 16,273,001
1,079,543 1,056,298
3,756,947 3,a01,94a
982,322 1,053,512

6,412,970 6,561,620
420,529 436,217
643.044 686.933
161.450 !61/50

$ 2a.644.97a $ 30.030.979

14,668,749
423,693

3,254,749
955,217

5,703,268
290,O17
398,670
142,607

26.236.970

L4.235 O31

7,@4,252
232,@5
547,199
98,295

854352
746,200
288,263

3.794.009

$ 1 35.031

$ 30,472,001

(1,386,0O1)
(753_791)

$?8332209

$ 26,236,970

683,947
110,OO0

10,472
41,321.4611

$ 25 719,528

EXCESS (DEFtCtEt\tCy) oF REVENUES OVER
r UNDER) EXPENDTTURES, ENCUTUBRANCES
/lND oTHER FtNANctNG soURcEs(USEs) I - $
Erplanation of Diff erences:

Sources/inf lows of rcsources:
Aclualarounts rbudgeran basrstavartabte fo, approp d tro4 , from the oLd8etar, comparBon schedLteDifferences budeet to GAAp:

GMP adjusrmerts ro revenues
Total/evenues and other irnalcrngsources asreponed or the slatpmenl ot reverJes, erperditures,.ndchanges rn lund batances

Uses//outtlows of resources:
Actual amounts (budgerary basis)"totat cha €es to app.opriations" frorn the budgetary comparison $heduleDrfferenceebudget to GAAp:

Non budgeted eiDenditures
Non budgeted transfer out
ft rcr wd encumbEr.es €@rded as cunentvear erpendrlures tor cAAp basis

.c!rprtyed.prcLrbrancesre(ordcdasexp4ndrlJr4sf budSelarypurposes
rotd'e\pend,.Lres ord othe, trrancing uses ds reponed on r,,"itar*"nior .uenr"r, 

"rperdirures, dndchanges in fund batances
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BUDGEIARY COMPARISON SCHEDULE. GENERAL FUND

YEAR ENDED JUNE 30, 2011

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILIW

a. Budtsetary Control

The Munlcipality's annual budget is prepared on the budgetary basis of accounting,
which is not in accordance with USGMP, and represents departmental
appropriations recommended by the lvayor and approved by the Nlunicipal
Legislature prior to the beginning of the fiscal year. Amendmenis to the budget
require the approval of the lVunicipal Legislature. Transfers of appropriations within
the budget, known as Mayor's Resolutions, do not require the approval of the
l\4unicipal Legislature.

The lMunicipality 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 reported 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 fiscal year. Other appropriations, mainly capital project
appropriations, are continuing accounts for which the lvunicipal 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_General
Fund is the budget ordinance at June 30, 2011 representing the original budget.
There were no supplemental appropriations for the year ended june 30, 2011.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2011

Federal Grantor/Pas+through
Grantor/Program or Clustet Ti e

Federal
CFDA

Number

Pass-th rough
Entity

ldentifying
Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE:

Dlrect Program:
Rural Housing Preservation Grant

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

Child and Adult Care Food program

Total U.S. Department of Agriculture

U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT:

Direct Programs:
Community Development Block Grants -
Entitlement Grants

Emergency Shelter Grants program

Section 108 Loan Guarantee

Community Development Block Grants -
Entitlement Grants (Recovery Act
Funded)

Homelessness Prevention and Rapid
Rehousing Program (Recovery Act
Funded)

Public and lndian Housing

Section 8 Housing Choice Voucher

Pass-through the Commonwealth of
Puerto Rico - N4unicipality of San Juan:

Housing Opportunities for persons with
AIDS

Total U.S. Department o, Housing and
Urban Development

10.433 698

10.558 Not Available 664,235

664,933

74.278

74.237

74.24A

444,337

779,423

34,391

233,959

330,47 7

523,302

7,026,26A

L1,,767

74.253

L4.257

14.850

74.877

74.247 Not Avallable

3,183,91a



COMMONWEALIH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Federal Grantor/passthrough
Gtantor/Program or Cluster Tifle

Federal
CFDA

Number

Passthrough
Entity

ldentifying
Number Expenditures

U.S. DEPARTMENT OF
TRANSPORTATION:

Direct Programs:
FederalTransit - Formula crants

Total U.S. Department of Transportation
U.S. DEPARTMENT OF ENERGY

Direct Programs:
ARRA - Development of Energr/

Eff iciency Conservation Strate$/
Pass-through the Commonwealth of

Puerto Rico - Puerto Rico
lnfrastructure Financing Authority

ARRA - State Energy Programl Buitding
Ener$/ Efficiency Retrofit program

Total U.S. Department of Energy

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Pass-through the Commonwealth of
Puerto Rico - Governor's Office
(Elderly Office):

Special Program for the Aging - Tifle llt,
Part 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

ARRA-Head Start program

ARRA-Child Care and Development
Block Grant

20.507

87.728

87.O47 Not Available

93.044 Not Available

57,879
57,479

75,733

25,759
100,892

93.600
93.708

93.713

Not Available

Not Available

Not Available

Not Available

67,936

213,950
5,727,866

288,910

I,O24
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALIry OF CAYEY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Federat crantor/pass-through Federat 
t"tltll,;"n

ctanto7ptogtam ClusterTifle CFDA tdentifying
Number Number Expenditures

Total U.S. Department of Heatth and
Human Services

TOTAL EXPENDITURES OF FEDERAL
AWARDS

6,301,686

$ 10,309,308

The accompanying notes are an integral part of this schedule.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2011

A. BASIS OF PRESENTATION:

The accompanying schedure of Expenditures of Federar Awards incrudes the federar grant
activity of the Autonomous Municipality of Cayey and is presented on the modified ac;rual
basis of accounting. The basis of accounting is the same used to prepare the fund financiar
statements. The information in this schedule is presented in accordance with the
requirements of OMB Circutar A-133, Audits of States, Local Governments, and Non-profit
Orga n izations.

B. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Special Revenue _ Head
Start, Debt Service Fund and in the Other Governmental Funds in the Municipality'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:

Description

Special

Head Start
Debt

Service Fund

Other
Governmental

Funds Total

Per Schedule of Expendjtures of

Non federal programs expenditures
and other adiustments

Total expenditures in the fund
financial statements

$ 6,645,001 $ 475,242 $

4,068,5a9

3,189,065 $

33,097

10,309,30a

4,101,686

$ 6,645,001 $ 4,543,831 $ 3,222,162 $ 74,470,994
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Ldpez-Vega,CpA, pSC

Certified hrblic Accountants I Management Advisors

llember.ol:
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('.ltilied Public.lccountants

REPORT ON INTERNAL CONIROL OVER FINANCIAL REPORTING AND ON COMPLIANCE ANDOTHER MATIERS BASED ON AN AUDIT OF FINANCIAL SiA:rEIViiNi PERTONUEO II
ACCORDANCE WTH GOVERNMENT AUDIT'NG SIA'VDARDS

To the Honorable Mayo]
and the Munlcipal Leglslature
Autonomous Municlpality of Cayey
Cayey, Puerto Rlco

We have audited the financial statements of the governmental activities, each major fund, and theaggregate remainlng fund information^of_the Autonomous Municlpallty of Cayey, puerto'nico, iiof and for the year ended June 30, 2011, which co,ectivety 
"orpril" 

in" Munictpality,s basicfinancial statements and have issued our report tnereon'aatej Sepiember 30, 2011. Weconducted our audit in accordance with auditing standa rds generatty accejteo in the united statesof America.and the standards appticabte to financiat 
"rdi"t "o;;;;;i; covernment AuditingStandards, issued by the Comptroller General ofthe United States.

In planning and performing our audit, we considered the Autonomous Municipality of Cayey,sinternal control over financial reporting as a basis for Oesigning our auditing procedures for thepurpose of expressing our opinions on the financial sta6me;ts, but not for the purpose ofexpressing an opinion on the effectiveness of the Autonomous Municipallty of Cayey,s internalcontrol over financial reporting. Accordingly, we do not express an opinion on the effectiveness ofthe Autonomous Municlpality of Cayey's internal control o;er financiat r+orting.

A deficiency in internalcontfo, exists when the design or operation of a controt does not allowmanagement or employees, in the normal course of performing their assigned functions, toprevent, or detect and correct misstatements on a timely basis. A rraterial weakness is adeficiency, or combination of deficiencies, in internar contiot sucn that there is a reasonabrepossibirity that a materiar misstatement of the entity's financiar statements wilt not be prevented,
or detected and corrected on a timely basis.

our consideration of internar contror over financiar reporting was for the rimited purpose describedin the first paragraph of this section and was not designe-d to io"ntitv uir deficiencies in internalcontrol over financial reporting that might be deficie;cies, signiRcant deficiencies, or materialweaknesses. we did not identig/ any deficiencies in internar co-ntror over frnanciar reporting th;twe consider to be material weaknesses, as defined above. However, we identified certaindeficiencies in internar contror over financiar reporting, describea in ttre accompanying schedure offindings and questioned costs, as item 1m1: that;e consiOer to Oellnificant deficiencies inlnternal control over financial repottinl. A significant deficiency is a OetcLncy, or combination ofdeficiencies, in internar contror that is ress severe than a materLr weakness, yet important enoughto merit attention by those charged with governance.
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REPORT ON INTERNAL CONTROL.OVER FINANCIAL REPORTING AND ON COMPLIANCE ANDorHER MATTERS BAsEo oN AN AUDrr oF FTNANcI,AL'ai;TEil;-Nri penronuro rruAccoRDANcE wrH covERNMENT AUDtnvc srnrvofibt r'cot'tnruueot

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Autonomous Municipality of Cayey,sfinancial statements are free of material missGtement, *" p"rf"rr"ji""i" 

"t 
its compliance withcertain provisions of laws, regulations, contracts and grant agru"r"nia, non"orpfiance with whichcould have a direct and materiar effect on tne deierminaiior oi ii"in"i"r statement amounts.How€ver, providing an opinion on compriance with those pr*iai"r" r"" n"t an objective of ouraudit' and accordingry, we do not express such an opinion. The resuts;i our tests discrosed noinstances of noncompriance or other matters that are required to be reported undet GovernmentAuditing Standards.

We also noted certain other matters that we reported to management of the AutonomousMuniclpality of Cayey in a sepa rate letter dated September 30 .2O:r1" 
-

rhe Autommous Municipality of cayey's response to the findings identafied in our audit isdescribed in the accompanying scheoule ot tinoings ano qu"ation"o'"o"t". w" aid not rrdit th"Autonomous Munlcipality of Cayey,s response and, accordingly, we express no opinion on it.

This report is intended sorery for the information and use of management and federar awarding
3g9l:ies ald pasethrough entities. However, this report is a maiiei oipuoric record and itsdistribution is not limited.

Kw/ffigg,k
San Juan. Puerto Rico
September 30, 2O11

Stamp No. 2575528 of the puerto Rico
Society of Certified Public Accountants
was affixed to the record copy ofthis report.

Ldpez-Vega, CPA, PSC

Puhlic Accounianls / Manaaeme Advisors
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Ldpez-Vega, CPA, PSC

Certified Pubtic Accouotants / Managcment Advisors

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTI{ REQUIREMENTS THAT COULD HAVEDIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM ANb Orr'ir.riENUr- COr,rrROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCUTAR A.133

To the Honorable Mayor
and the Municipal Legislature
Autonomous Municlpality of Cayey
Cayey, Puerto Rico

Compliance
We have audited the Autonomous Munlcipality of Cayey,s compliance with the types of
compliance requirements described inlf,e oMB circurar A-733 comptiance supplement thli couro
have a direct and material effect on each of the Autonomous Municlpality of Cayey,s majoi
federal programs for the year ended June 30, 2011. The Autonomous Municlpatity oi Cayey;smajor federal programs are identified in the summary of auditor,s resutts section of the
accompanying schedure of findings and questioned costs. compriance with the requirements of
laws, regulations, contracts, and grants applicable to each of iG major federal programs is the
responsibility of the Autonomous Municipality of Cayey's management. Our respoisibitity is to
express an opinion on the Autonomous Municipality of Cayey's compliance based on our audit.

We gon9ugted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable tolinancial audits co;tained in
Government Auditing Standatds, issued by the Comptroller ceneral of the United States; and Ol\48
Circular A-133, Audits of States, Local Govemments, and Non-profit Organizations. fhose
standards and oMB circular 4-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Autonomous
Municipallty of Cayey's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provjdes a
reasonable basis for our opinion. Our audit does not provide a legal determination of the
Autonomous Municipality of Cayey's compliance with those requirements.

ln our opinion, the Autonomous Munlclpallty of Cayey complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material effect on each of
its major federal programs for the year ended June 30, 2011. However, the results of our auditing
procedures disclosed instances of noncompliance with those requirements, which are required to
be reported in accordance with ONIB Circular 4-133 and which are described in the accompanying
schedule of findjngs and questioned costs as items 11.02 through 11{6.

trlelrlberof:
. .\mericrn lnstitute o,

( e.tiliad Poblic t.counhnts
. Puerto llico Saciet-y ol'

( e(ificd Pubtic,\ccountrrrs

6a

lttaea at..r.,^t s,n luan. P.R. 00926-3144 -Tcl (?8?) 717'8044 t Fax (787) ?64-937:



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMENTS THAT COULD HAVE
DIRECI AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER

coMpLtANcE tN ACCORDANCE WTH OMB C|RCUtAR Al:13 (CONTTNUED)

lnternal Control Over Compliance
Management of the Autonomous Munlcipality of Cayey is responsible for estabtishing and
maintaining effective internal control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal programs, ln planning and performing our audit, we
considered the Autonomous Municipallty ot Cayey's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to determine
the auditing procedures for the purpose of expressing our opinion on compliance and to test and
report on internal control over compljance in accordance with OMB Circular 4-133, 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 Autonomous Munlclpality of
Cayey's internal control over compliance_

A deficiency in internal control over compliance exisG 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 of
compliance requirement of a federal program on a timely basis. A rnateria, weakness in internal
control over compliance is a deficlency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that a material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and corrected,
on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identifo all deficiencies in internal control
over compliance that might be deficiencies, significant deficiencies, or material weaknesses. 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 11-02 through LLO6. A significant deficiency
in internal control over compliance is a deficiency, or a combjnation 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 important enough to
merit attention by those charged with governance.

The Autonomous 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
Autonomous Munlcipality of Cayey's responses and, accordingly, we express no opinion on the
responses.

l-6pe7-Vega, CPA. PSC

Cenifed Public Ac.ourrants / Ivlanasemcnr Advisors
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fuk?W,k-
- San Juan, puedo Rico
- March 6,2012

Stamp No. 2975529 ofthe puerto Rico
_ Society of Certified public Accountants

: was affixed to the record copy of this report.

IN.DEPENDENT AUDITOR,S REPORT ON COMPLIANCE WIIH REQUIREMENIS THAT COULD HAVEDTRECT AND MATERTAL EFFECT ON EACH maron pnocilru ar,r-o oH ir,r-#nnnr. cor,rrnor- ovencoMpLtANCE lN ACCORDANCE W|TH OMB clnculln &rag'(coNnNueo)

- we also noted other matters involvingthe internal controlover compliance and certain immaterialinstance of noncompliance, which we have reported to management of the Autonomous_ Munictpality of Cayey in a separate letter dated tvt arch 6,20!2.

This repon is intended sorery for the information and use of management, federar awarding
_ 999l9ie: ald pass-through entities. However, this report is a matter of pubtic record and itsdistribution is not timited.

L6pez-Vega, C PA, PSC7 \ 7
Cenified Pub1ic Accounrmls / Manaeement Adviso.s
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2011

- Section I - Summary of Auditor's Results

- Finarcia, Statements

_ Type of auditor,s report issued: Unquatified
lnternal control over financial reporting:

lvaterialweakness identified? yes No X
Significant deficiencies identified not considered to
be material weaknesses? yes X None reported

_ Noncompliance material to financial statements
noted? yes No X

Federal awards

lnternal Control over major programs:
Materialweakness identified? yes No X

_ Significant deficiencies identified not considered to
be materialweaknesses? yes X None reported

- Type 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

.510(a)?

ldentification of maiot ptoqrams:

CFDA Number J{ame of Federal program or Cluster

CDBG - Entitlement crants Cluster:
Community Development Block Grant
Entitlement Program
Community Development Block crant ARRA
(CDBG-R) -(Recovery Act Funded)

Homelessness Prevention and Rapid Re-housing
Program (HPRP) (Recovery Act Funded)

Section 8 Housing Choice Voucher program

Head Start Cluster:
Head Start Program
ARRA -Head Start

- Dollar threshold used to distinguish- between Type A and Type B progra;s

_ 
Auditee qualified as low_risk auditee?

L4.27A

74.253

74.257

74.877

93.600
93.708

$309279
Yes No X
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COMMONWEALIH OF PUERTO RICO
ATIIONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section ll - Financial Statements Findings

Flnding Reference

Requirement

Statement of Condition

LLoL

Financial Reporting - Accounting Records

During our examination of the Municipality,s accounting system, we
noted that the Municipality's accounting record for Local, State and
Federal funds does not provide modified basis financial statements.
Also, the accounting system does not offer subsidiaries to produce
government wide financial statements. The computerlzed system
provided by the Office of Commissioner of t\4unicipal Affairs (OCAM)
and manual system majntained by finance department personnel do
not provide adequate and effective financial information to generate
the basic financial statements since the accounts balances were
affected by accounting errors in the first years of the system
oPerations.

Therefore, the Municipality's hires the professional services of local
accounting firms to perform the required adjustment entries to convert
its accounting records from cash basis to modified and then to accrual
basis and compile the necessary information as required by GAAP and
Law No.81.

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

The lMunicipality did not establish effective internal control over the
transactions recorded on its accounting records. Also the accounting
data is not summarized in the form of a double-entry General Ledger
record.

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

We recommend to the lvunicipality's lvanagement 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.

Criteria

Cause of Condition

Effect of Condition

Recommendation
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COMMONWEALIH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESNONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section ll - Financial Statements Findings

Finding Reference

Questioned Costs

lvlanagement Response
and Corrective Action

1m1 (Continued)

None

The trlunicipality maintains two set of accounting records; a manual
system and a computerized system provided in the past by the Office
of the Commissioner of tMunicipat Affairs (OCA|V). Actually, a 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.

Nevertheless, as part of the corrective action plan, the Commissioner
of N,lunicipal Affairs ('OCAN,|') 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 near future.

lmplementation Date:

Responsible Person:

Not available at this moment

l\4r. Edwin Quiles Rosario
Finance Department Director
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS (CONTTNUED)

YEAR ENDED JUNE 30, 2011

Finding Reterence

Program

Section lll - Major FederalAward program Findings and Questioned Costs

Requirement

Statement of Condition

rL42

CDBG - Entitlement Grants Cluster; Community Development Block
Grant-Entitlement Program (CFDA No. 14.218) & Community
Development Block crants-ARRA Entiflement crants (CDBG_Rj
(Recovery Act Funded) (CFDA No. 14.253); U.S. Department of Housing
and Urban Development

Earmarking

On our earmarking test over the funds used over the three year period,
we found that the Municipality has not complied with the seventy
percent (70%) of the funds that must be used over a period of up to
three years for activities that benefit low - and moderate _ income
persons.

24 CFR sections 570.200(a) (3) and 570.208(a) estabtished the criteria
in determined low - and moderate - income benefits.

The lVunicipality's internal control and procedures failed to detect
noncompliance of the earmarking requirement during the program year.

The Municipality is not in compliance with 24 CFR sections 57O.2OO(a)
(3) and 570.208(a).

We recommend that the Program should implement procedures in order
to assure compliance with the program requirements.

None

The Municipality will take the necessary steps to avoid not compliance
with the 70% of funds that have to be used over a period of up to three
years for activities that benefit low and moderate-income persons.

lmplementation Date: April, 2012

Responsible Person: Ram6n Figueroa
Federal program Director

Crlteria

Cause of Condition

E fect of Condition

Recommendation

Questioned Costs

Management
Response
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONNNUED)

YEAR ENDED JUNE 30, 2011

Section lll - Major FederalAward program Findings and euestioned Costs

Finding Reference

Progmm

Requirement

statement of condition

11.o3

CDBG - Entitlement Grants Cluster; Community Development Block
Grant-Entitlement Program (CFDA No. 14.218) & Community
Development Block cranteARRA Entiflement crants (CDBG-R)
(Recovery Act Funded) (CFDA No. 14.253); u.S. Department of Housing
and Urban Development

Reporting Test

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

a)The Standard Forms 272 and 425 corresponding to the fiscal year
2O7O-2OII do not agree with the accounting records. The Standard
Form 425 corresponding to the fourth quarter do not agree with the
Bank Reconciliation as of June 30, 2011;

b) The amounts presented in the reports required by Section 1b12
ARRA, do not agree with the accounting records.

24 CFR, Subpart l, Sec. 570.489 (d) (1) states that the States shall 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, Subtitle A, Subpart C, Section 85.41 states (a) cenerat (7)
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 financial reports to Federal
agencies. Also, Section (b) states that grantees will use Standard Form to
report the status of funds for all non construction grants and for
construction grants when required in accordance with 85,41(ex2xiii) of
this section. (3) Frequency_ The Federal agency may prescribe the
frequency of the report for each project or program. 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

Criteria
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

ScHEDULE OF FTNDTNGS AND QUESTTONED COSTS (CONTTNUED)

YEAR ENDED JUNE 30, 2011

Section lll - Major FederalAward Program Findings and Questioned Costs

Finding Reference

Criteria

1m3 (Continued)

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 outlay 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.

American Recovery and Reinvestment Act of 2009, Subtitle A -
Transparency and Oversight Requirements, Sec. 1512 (a)-(h).

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

The lMunicipality is not in compliance with OMB Common Rules, Subpart
C, Section 570.

The Municipality is not in compliance with the American Recovery and
Reinvestment Act of 2009, Subtitle A - Transparency and Oversight
Requirements, Sec. 1512 (a)-(h).

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,2072

Responsible Person: Mr. Ramon Figueroa Cort6s
Federal Programs Department Director

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

Management Response
And corrective action
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section lll - Major Fedelal Award progtam FindinEls and Questioned Costs

Findlng Reference

Program

Requirement

Statement of Condition

Criteria

Cause of Condition

LLo4

Homelessness Prevention and Rapid Re.Housing program (HpRp)
(Recovery Act Funded) (CFDA f4.257)i U_S. Department of Housing and
Urban Development

Reporting Test

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

a. The lntegrated Disbursement and lnformation System (lDlS) reports:
CO4PR02 -List of Activities by Program year and project, CO4PR19 _
HPRP Statistics for Projects as of crant year, pR6O - HpRp Financiat
Summary Report and the PR61 HpRp Draw Report, corresponding to
June 30, 2011, were not available to verify the amounts presented
and compare the accuracy with the accounting records.

b. The amounts presented in the reports required by Section 1512
ARRA, do not agree with the accounting records.

American Recovery and Reinvestment Act of 2009, Subtifle A -
Transparency and Oversight Requirements, Sec. 1512 (a)-(h).

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

The Municipality is not in compliance with the American Recovery and
Reinvestment Act of 2009, Subtifle A - Transparency and Oversight
Requirements, Sec. 1512 (a)-(h).

We recommend that the Program should implement procedures in order
to assure that all Financial Status Report are prepared in accordance
with accounting records. 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

Effect of Condition

Recommendation

Questloned Costs



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30. 2011

_ Section lll - Major FederalAward program Findings and Questioned Costs

Finding Rererence 1rc4 (Continued)

- lllanaglement Response
And corrective action As part of our corrective action plan, the program accountant will be

instructed according to the auditor,s recommendation.

lmplementation Date: April, 2012

- Responsible person: lvlr. Ramon Figueroa Cort6s
Federal Programs Department Director
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COMMONWEALIH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section lll - Major FederalAward program Findings and Questioned Costs

Finding Reference

Program

Requirement

Statement of Condition

11-05

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

SpecialTest - Waiting List

We performed a Waiting List - lnternal Control and Compliance Test and
after our procedures, we found that the current Waiting List do not
contains the following information:

a) Family unit size
b) Racial or ethnic designation
c) Qualification for any local preference

Also the process of updating the Waiting List does not follow the
required process stated in the f\runicipality,s Administrative plan.

24 CFR, Subpart E, Sec. 982.204 (b) (1)-(5) states that the pHA must
maintain information that permits the PHA to select participants from the
waiting list in accordance with the pHA admission policies. Also the
waiting list must contain the followjng information: (1) applicant name;
(2)family unit size (number of bedrooms for which family qualifies under
PHA occupancy standards); (3) date and time of the application; (4)
qualification for any local preferences; (5) racial or ethnic designation of
the head of household.

24 CFR, Subpaft E, Sec. 982.204 (c) (1) states that the pHA
administrative plan must state PHA policy on when applicant names may
be removed from the waiting list. The policy may provide that the pHA
will remove names of applicants who do not respond to pHA requests for
information or updates.

The Nlunicipality did not maintain a waiting list with all the required
information in order that permits the pHA to select participants with all
the available criteria. Also, the l\4unicipality did not follow the policy
stated in the Section 8 Administrative Plan with regarding the process of
removing names from the waiting list.

Criteria

Cause of Condition

7g



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30,2011

Section lll - Major Federal Award program Findings and Questioned Costs

Finding Reference

Effect of Condition

Recommendation

11.()5 (Continued)

The Munlcipality is not in comptiance with 24 CFR, Subpart E, Sec.
982.204 (b) (1)-(s), and 24 CFR, Subpart E, Sec. 982.204 (c) (1).

We recommend to the l\4unicipality,s management to improve its internal
control and procedures in order to assure that the program maintained a
complete and accurate waiting list and that the upda ng process of the
waiting list will be in accordance with the Municipality,s Section g
Administrative PIan and with the Housing Choice Voucher program
Guidebook.

None

The Program will take procedures to comply with the preparation of the
Program's waiting list and will enhance their procedures of the updating
the waiting list.

lmplementation Date: Aptll, 2012

Responsible Person: lMr. Ramon Figueroa Cort6s
Federal Programs Department Director

Questioned Costs

Management Response
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section lll - Major FederalAward program FindingF and euestioned Costs

Flnding Reference

Proglam

Requirement

Statement of Condition

11{6

Head Start Cluster; Head Start program (CFDA. No. 93.600), ARRA -
Head Start (CFDA No. 93.708) & ARRA; U.S. Department of Heatth
and Human Services; Pass through State - Commonwealth of 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, 2011. Also, we verified 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 lMunicipality maintains an average cash balance of $490.940
duringthe fiscal year ended on June 30. 2011.

OMB Common Rules, Subpart C, Section .2O \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.

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

The N4unicipality is not in compliance with OMB Common Rules,
Subpart C, Section.2O (b) (7).

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

None

Criteria

Cause of Condition

Effect oI Condltion

Recommendation

questioned Costs
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YEAR ENDED JUNE 30, 2011

Section lll - Major FederalAward program Findings and euestioned Costs

Finding Reference

Management Response
And Corective Action

1rc6 (Continued)

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

lmplementation Date: Not available at this moment

Responsible Person: lvrs. ldenisse Diaz
Head Start Program Director
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COMMONWEATTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SUMMARYSCHEDULE OF PRIOR YEAR AUDIT FINDINGS

YEAR ENDEDJUNE 30, 2011

Original
Finding
Number

CFDA
No.

Current Status of Prlor Year Audit Federal Award Findings _ part lll
Findings (As required by OMB Circular A-133)

70-o2 74.27a

oresent the cash transactions for the three funds: (b) The Standard
Form 272 corresoondinE to the 4rh ouarter of the fiscal vear 2OO9-

10
F-4

was not submitted for the fiscal vear ended June 30. 2010.

No corrective action has been taken. The auditors reissued
finding in the current year. See Finding Reference 11{3.

the

10-03 74.87 7 We oerformed a Cash ManaEement Test and after our orocedures.
lvear

not use all vouchers aooroved to the Municioalitv.

Corrective action was taken.

10-04 74.871, 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)

Corrective action was taken.
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SUMMARYSCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Original
Finding
Number

CFDA
No.

Current Status o, Prior Year Audit Federal Award Findings _ part lll
Findlngs (As required by OMB Circutar A-133)

10-05 93.600

No corrective action has
finding in the current year.

reconciliation for that oeriod. The followinE summarizes the

been taken. The auditors reissued
See Finding Reference 11{6.

the

o9-02 14.A7 7
we found that durinq the current fiscal vear. the proEram maintained

ln addition, the PHA maintained an averaEe leasin{ rate of 76%
instead a 95%, as reouired. This means that the program did not
use all vouchers aooroved to the lMunicioalitv.

Corrective action was taken.

09-03 93.600
(4) cash advances received bv the l\4unicipalitv during the fiscal year
ended on June 30, 2009. Also. the auditor verified the bank
statements and cash reconciliation for that oeriod. The followinA
summarizes the situations found: (1) The reouest of funds svstem
maintained bv the Municipalitv and the oass throuqh aqency did not
orovide the Propram to disburse these cash advances received. on a
reasonable laose of time: (2) The Municioalitv maintains an averaqe
cash balance of $283.112 durin( the fiscal vear ended on .,une 30.
2009.
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COMMONWEALTI{ OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30. 2011

Original
Finding
Number

CFDA
No.

Current Status of Prior Year Audit Federal Award Findings - part lll
Findings (As required by OMB Circular A-133)

No corrective action has been taken. The auditors reissued the
finding in the current year. See Finding Reference 11-O7.

08-03 74.87L During the cash mana{ement test. the auditors noted that durine

cash balance in books of aooroximatelv $241.416. Also. at June 30.
2008. the cash balance in books was $352.134. Of this amount.

Program's ooerations. princiDallv an excess of HAp revenues. The
auditors could not identifv the origin of the remaininE $140,517. ln
addition. the PHA maintained an average leasing rate of 79%
instead a 95%. as reouired. This means that the program did not
use all vouchers aooroved to the lMunicioalitv.

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.

08-06 93.600 The auditors oerformed a cash mana€ement test and examined four
(4) cash advances received bv the Municioalitv durinE the fiscal vear
ended on June 30. 2008. Also. verified the bank statements and
cash reconciliation for that period. The followinp summarizes the
situations found: a) The reouest of funds svstem maintained bv the
Municipality and the oass throuEh a€encv did not orovide the
Program to disburse these cash advances received. on a reasonable
laose oJ time: b)The Municipalitv maintains an average cash
balance of $247.907 during the fiscal vear ended on June 30,
2008.

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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