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INDEPENDENT AT,IDITORS' RXPORT

.!{ember of:

. lmelicrn lnslitute of
( ertified Publir -lccountafiis

. Puedo Rico Socie$ of
( enified Public -{ccountnnts

To the Holorable Msyor and
the Municipal L€gislatur€
Municipality of Coamo
Coomo, Puefto Rico

we have audited the accompanying financial statements of the goveminental activities, each major fund, and
the aggregate rcmaining fund information of the Mu cipality of coamo, puefio Rico (Municipality) as of
a,,d for the year ended June 30,2011, which colrectively comprise the Municiparity's basic nnancrat
statements as listed in the table of contents. These financial statements are th; responsibility of the
Municipality's management. our responsibility is to express opinions on these financial st;tements Lased on
our audit.

we conducted our audit in accordarce with auditing standards generally accepted in the united states of
Arnerica and the standards applicable to financial audits containea h tlte Govimment Aud.iting standads,
issued by the comptroller General of the united states. Those stardards rcquirc rhat we plan anJperrorm ttre
audit to obtain reasonable assumnce about whether the firEncial slaternents are free of m;Erial mi:statement_
An audit includes examining, on a test basis, evidence supporting the arnounts and disclosures in the financial
statements. An audit also includes assessing the accounting pdnciples used and significaat estimates made by
miuragernent, as well as evaluating the overall financial staternents presentation. we believe that our audit
provides a reasonable basis for our opinions.

As desoibed in Note 8 to the financial staternents, the Municipality has not maintained complete and
adequate records in order ro obtain sufficient and competent evidential ,natter related to the capiial Assets
reponed value in the govemmental activities and, accordingly, the amoun! by which this departure would
affect the assets, ne! assets, and expenses of the govemmental activities is not reasonably determinable.

In our opinion, because of the effects of the rnatters discussed in the third paragraph, tie financial statemenls
referred to above do not present fairly, in all material respects, the financial poiition of the govemmental
activiries of the Municipality of coarBo, Puerto Rico, as of June 30, 2011, and the changei in financial
position, thereof for the year then ended in conformity with accounting principles generally-accepted in the
United States of America.

Further, ia our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of each major fund and the aggregate remaining fund infonnation of Muricipality of
Coatno, as of June 30, 2011, and the respective changes in finarcial position for the year then inded in
conformity with accounting principles generally acaepted in the Uniied States of America.

Callc Paran6 #1686. El Ccrcz'1, San Juen. p.R, 00926.3144 - Tcl. (79?) 17i-8044 t F.i (?87) 76.t.93?7



INDEPENDENT AT]DITORS' RXPORT (CONTINL'ED)

ID accordance with Gov€mment Auditing Stondardr, we bave also issued our report dated March 16, 2012,
on our considemtion of the Muricipality's intemal contsol over linancial rEporting and on our tests of its
corpliance with certain provisions of laws, regulations, contracts, aDd gant agrcements and other natters.
The purpose of that report is to describe the scope of our resting of intemal conl$l over financial reponing
and compliance arrd the results of ihat testing, and not to provide m opinion oo the intemal confiol over
finaDcial rcpotthg or on compliance. That report is all integral part of an audit perfornEd itr accordance
with Covemrnent Auditing Standards and should be considered itr assessing the results of our audit.

Accounting prirciples generally accepted in the United States of America requirc that the managemenfs
discussion and analysis and budgetary comparison information on pages 3 through 16 and 69 to 71 be
presented to supplement the basic financial statements. Such information, although not part of the basic
finaDcial statements, is re{uired by the Govemmeotal Accounting Stnndards Board, who considers it to be
an essential part of financial reponing for placing the basic financial statements in an appropriate
operalional, economic, or historical context. We have applied cenain limited procedurcs to the required
supplementary information in accordance with the audiling standards generally accepted in the United
States of America, which consisted of ioquiries of management about the rnethods of preparing the
information and comparing the information for consistency with rnanagement's responses to our inquiries,
the basic fmancial slatements, and other Imowledge we obtained during our audit of the basic hnancial
statements. We do not express an opinion or provide aly assurance on the inforrnation because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Oul audit was conducted for the purpose of forming opinions on the ftnancial statements that collertively
comprise the Municipality of Coamo's basic financial statements, as a whole. The accompanying schedule
of expenditures of federal awards is presented for purposes of additional anatysis as re4uiled by U.S. Office
of Management and Budget Circular ,4.-133, Audits of Stales, local Govemnzng, and Non- Prcft
Organizations, 

^nd 
is not a required part of the financial slatements. The schedule of expeoditures of federal

awards is the responsibility of management and w€re derived from and related directly to the underlying
accounting and other records used to prepare 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 Staies ofAnErica.In our
opinion, the information is fairly stated in all rnaterial respects in relation to the basic financial statements
as a whole.

/m/mffi,K-
San Juan, Puerto Rico
March 16,2012

Stamp No. 2575530 of rhe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.
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Lapez-Vega,CPA, PSC

Cenified Public Accotrnranls / Management Advisors
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COMMONWEATH OF PUtrRTO RTCO

MUNICIPALITY OF COAMO
Sralement ofNet Asscrs

June 30.2011

Cash in conunercial banks

Cash in fiscal agent

Accounh rcceivable. net of allowance for doubtful accounts:

Propeny ta-{es

Intergovemmenial
Sales lax
Construclion cxcise laxes

Iflter€st
Totalcurrcnt assets

Capital asseb, ncl otaccumulated deprcciarion and

amonizadon of $I I,2.19,510

Tohl noncurrent assets

Tolal rssets

Current Liabilities (due within one y€ar):

Accoun$ payable

Intergovemmental payablcs

Accrued inierest payablc on long-term debt

Dcfened revenues

Current ponion of long-tem obligatuns:

Bonds payablc

other debts

Total cunenr liabilitie!

Noncure.t liabilities (due in more than one y€ar):

Cunenr portion oflong term obligalions:

Bonds payable

Otherdcbts
Told Noncurrenl Iiabilities

Total liabilities

Net asset! (liabilities):
Invested in capilal assets, net of relaied debt

Capital proJects

Debt service

Othe. sp.cifi€d purposes

Unrestricted net assets

Total ncl assels

r6,617.100

30,9? 1,538

30,971,538

$ 47,588,638

1.573,531

2r6,856
320.319

1,305,030

752.835

.1,398.562

19,811,165

2,145,921

21,997,086

$ 26,395.6,18

$ 17,824,099

7,56.{,488

3,142.249

822.216
(8,160,122)

$ 21,192,990

The accompanying noles to the basic financial statements are an integral pan of ftis s(atcment-
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COMMONWEATH OF PUERTO RICO
MUNICIPALITY OF COAMO

Slalement of Activides
Iune 30. 2{)l l

Opcdting Capird Nel ErPeNs

Ara slnd gn sand aod Chargd
mnrnhnrions .ont btrtio6 itr Ncr Aset!

Goremrenr,i stilnies

CultuE, ecnatio. ud educaliM

Cohnlnity Delelopment

Urbd dd econonic delelopmehr

IiteEsr on lmg'lem obligation

Toi,l goredmenhl aclivities

$ 5.539.67.1 $

1,999.571

4.499.223

l,t 10.120

1,839,825

2.5',19,111
'164,162

880,1167

$ 153,584

r.421,464

53,493

420,089

161,652

$

251.416
'10,516

61,400

1.660,329

653,333

$ (5.386,090)

(572,105)

(4,152,953)

( l.lr)6.004)

25r.980
(880_067)

-!--t!.!9924r

52.132

I to,212.4t7 $ 1q8,777 $ 2.216.286

Mmicipal li@e k:es

CoGtructio excie 6es

ar ls dd colributims nol Estrided to speific Progms

roral 8Eftral eve.ues
Nei chm8es in net assers

Net ssers al beginning of the ye -asEshed
Net as6 at rhe end or th. ved

Thc rcomp ying nor.s to the basic finoci,l nareme.rs aE an incgral pM of lhis srarc.E.r

1,102,530

l.3l1,7'71

830,398

?.271.105

5.860.82:l

168_255

151.166

_-__11!l!!!L
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COMMONWEATII OT PUf,RTO RICO
MUNICIPALIIY OF COAMO

BalanceShel
Covernmenral Funds

June30.20l I

sF.rlRc!.ne crpiblf}ojed
F,nd- Fe&ot Funi - shE d

Leil Gnds
Nomjd

ASSETS

lllD riom gov.mftihl mtiri.s

LIABILlfIrS

Tobl liabiliries

FTJND BALANCE

TOTAL LIABILITIES AND FUNDBALANCE

$ 2,691,916 $

5.379.339

$ s,6]7l.11 s a,16r-6r3

_____-.E!rlL
_____l!l.4la

I il97 695

r:r,52r,633

30.n00

-__9]!L 
______ll.lJlL$ r.r7r.2l2 $ 1.,1:19 6q5

r5l.0l0

1.700.91 r.4t'r695

r.497.695

_____.Et:tL

1?7.143

Tbe accompanling nores to rhc basic tlnancial stalemenls are an inregrll pan of ftis slaremenr.
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COMMONWEALTH OT PUERTO RICO
MUNICIPALITY OI' COAMO

Srarmenr or ReENes. Expendnures bd
a'l'anEes n Fu^d B.lmc. . Gov.menbl Fnnds

Ycd Endcd ,uoe 10. 201 I

Clpital
Sleid Projer FDd

R.vmr.Fud- Sbb & laul Debr Snic.
Cd.r Fdd F.deral Clflt Gon6 Prdd

otherNomjor Govenmenbl
h[ds Fund3

REVENUF,S

Conshcrim .ris tu.s

lnr Eovenmetrel BoDb atuI coDtibutids:

$ t2_,150.741

: "r,,",

r22.;rs
I l-r.,l3lrr $ rlrr]}16

1.1.226

714.595

3,$,251

r.311575

s 2.611022 $

191.620

t63255
llssor)

$ - $ 1.362.03.1 t.

|2224-a-:noilF

297,610

23im

,,,,,

163,255

EXPENDITURES

curft, GEr,on and edEar,on

Comrn,ty D€E,opm.rt
Udan aM conomic d.velormeflr

Ercs (Deficiery) of Rerenues Ner e4€ndi@s

OTHER FINANCINC SOURCES (USES)

T@sfn iD from orhs tunds

TBnsfer ou. b oihd tundr
Pmceds frcm d.bi issmcc

Toul ()lhd Finmdi8 S&rcs (et

NET CIIANGE IN rIJND BAL{NCES (DETICTIS)

IUND AALANCf, AT Af,GNNINC

rUND BALAN@ AT END OF YEAR

t 3,106,963

t.t49.t72
115r35

37,539

I32,5m

'126,24t

mj4o,t63
o,4-to,u2)

697,646
'13,1\7

410.(m

r. 13,1.102 3,319,956 1.011.260
(77,,139) (2.6%.161) 365.936

l]97.3?0)
26rO.aU) 77,,119
lr31.a1ot 17.1t9

t9.14,10

22@!\$ !9 .470

(436.363) 1.26t.356 ,133.l]7 r,536,597

3.m0i5l 2.193.772 139,89 11,935,036

t,$

s 1.612.291 i - t 7.564..133 t 1..161.623 $ 32U276 $ 13,521,633

bdc n@ial !@co.nb are an inr.gnl pan of rhis $ar.n6t
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COMMONWEALTH OF PI.IERTO RICO
MUNICIPALITY OF COAMO

Reconciliarion oflhe Balance Sheel - Govemmental Funds

to thc Statcmcnt of Nct Assets

June 30. 201I

Aggregate fund balance reported in the halance sheet - govemmenlal fuods

Govemmental activities' amounts rcported io the statement of net assets and fie balance sheet.

govemmental funds are differenl becausc:

$ 13,521.683

Capital assels (net of accumulated depreciation) used in govemmenkl activities are nol
financial rcsources, theretbre, are not reported in the govemmenal funds 30,971,538

Thc following liabilities are not due (malure) in the current period. thcrefore. are not reported

in thc govemmental funds:

Bonds payable (20,564,000)

_ Note payable to GDB - lioe of credit ('7'7,439)

Noles payable to CRIM (1,043,303)

Compensated absences (1,295,1 l0)

- Accrued interest payable on Iong term debt Q2O379)

Net assets as reported in the accompanying statement ofnel assets $ 21.t92,990

The accompanying notes to the basic financial statements are an integml pan ofthis statement.
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COMMONWEALTH Otr PUERTO RICO
MUNICIPALITY OF COAMO

Reconciliaiion of Statement ofRevcnucs, Expendilures and Changes

in Fund Balance - GovemmenmlFunds to the Stalements ofActivities
For fic Ycff Ended June 30. 2011

Ner change in fund balances- tolal govemmental funds $ 1 ,536,597

Gov€mmenlal activilies amounts repon€d in the statement of activities aod rhe siarement of Revenues,

' expenditures and changes in fund balances goy€rnmental funds arc different b€cause:

Under the modified accrual basis of accounting used in the govemmenlal funds, expenditures are not
recognize fff tansactions that are noi normally paid wirh expendable financial resources. In the
Statemenls o[ Acriviries , however, wich is presented in the accrual basis. expenses and liabilities are

presented regardless ofwhen finacial resources are availahle:

Net change in accru€d irterest payable on long-term debt

- Net change in conpensated absences liability
(130.,118)

(132,781)

Golermental funds reporl capital oullays as expenditures. However in fie statcmem of&livilies, the cost
of lhose assets is allocaled over $eir estimaled useful lives as deprcciarion and ,monizalion expenses.

This the amounl by which capiral ou ays exceed depreciation expenses. 1.186.305

- Rcpaymcnt of pnncipal of long tem obligations is ltn expenditures in rhe govemmental funds, but lhe
.epayment reduces long tem liabilities in the stalement ofnet assets 704.645

Procests on issuance of long- term debt are recorded as oiher financing sourccs in thc fund financial
slarcments, bu1fte issuances increasc long-trm liabililies in fic narcmcnl oinct alsets (3,007,439)

_ Net€hanges in net assets reponed in the accompayning statements ofactivities $ 156,909

, The accompanying notes to the basic financial statemenls are an integral part ofthis statement.
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COMMoNWf,ALTH oF PUERTo RICO
MUNICIPALITY oT COAMo

Management's Discussion and Analysis
Fiscal Year Ended June 30.201I

As management of the Municipality of Coamo (the Municipality), we offer readen the following
discussion and analysis of the Municipality's financial activities reported in the accompanying basic
financial statements as of and for the fiscal year ended June 30, 201 l. We encourage readers to consider
the information presented here in conjunctiofl with additional information lhat is fumished in the
accompanying financial statements, which follow this narrative.

Besides, this document includes comparative data with prior year as this information was available for (he

fiscal year ended on June 30, 2010. This MD & A is prepared in order to comply with the Govemmental
Accounting Standards Board (CASB) Stalement No. 34, "Basic Financial Statenents - and
Manage e t's Discussio a d Analysis-Jot State anlJ lncal Gotemmert,r. " and, among other purposes,

to provide the financial statements users with the following major information:

a broader basis in focusing important issues;

acknowledgement of an overview of the Municipality's financial activilies;

provides for an evaluation of its financial condilion as of the end of fiscal year 2010 201I compared
with prior year results;

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

. asses mimagement's ability to handle budgetary functions.

FINANCIAL HICHLIGHTS

Gove mentwide Highlights:

Total Net Assets of the Municipality Govemmenlal Activities as of the end of the indicated fiscal
year amounted to $21,192,990 or forty five percent (457.) of total assets.

The Municipality's Govemmental Activities total Net Assets increased by $156,909 or one (17.)
from the prior fiscal year-end balance.

As reflected in the Statement of Activities, the Govemmental Activities generated revenues
contributed to the increase in the Net Assets Figure by $156,909.

. At the end of fiscal year 201l, total liabilities of the Municipality Govemmental Activities amounted
to $26,395,648. Out of said amount, $22,979,852 coresponded to long{erm liabilities of which
$20,564,000 represented the outstanding balance of bonds issued. The Municipality continued to
meet all debt service requirements, most of which was paid from self generated revenues.

Gov ernme nktl F un^' E ighkg hts :

As of the close of the curent fiscal, the Municipality's Govemmental Funds reponed combined
ending fund balances of $13,521,683 or $1,536,597 over the similar figure corresponding to the
previous fiscal year 2009-2010.

4



COMMONWEALTH OF PUERTO RICO
MuNrcrPALny oF CoAMo

Management's Discussion and Analysis
Fiscal Year Ended June 30. 201 1

. At the end ofthe current fiscal year, the fund balance of the Municipality's General Fund amounted
to $1,672,291, or $225,967 more rhan rhe previous fiscal year.

. The actual General Fund budgetary activities resulted in an unfavorable balance of9161,598.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The purpose of financial reporting is to provide extemal users of basic financial statements with
information that will help them to make de.isions or draw conclusions about the Municipality. There are
many extemal parties that use the basic financial statements of the Municipality; however, these parties
do not always have the same specific objectives. In order to address the needs of a\ many panies as
reasonably possible, the Municipality, in accordance with required financial reporting standards, presents
this Management's Discussion and Analysis (MD&A) as an introduction 10 the accompanying basic
financial statements. This narative represents an overview and analysis of the financial activities of the
Municipality for the fiscal year ended June 30, 2011. Because this MD&A is designed ro focus on rhe
current year activilies, resulting changes and currently known facts, we encourage readers to consider the
infonnation presented in this MD&A in conjunction with the additional information fumished in the
accompanying basic fi nancial statements.

The Municipality's basic financial statements include three components: (l) govemment-wide financial
sta(ements (CWFS), (2) fund financial statements (FFS), and (3) notes to the basic financial statements
(NBFS). This rcport also contains additional required information in addition to the basic financial
statemenis themselves, These components are described below-

The basic financial statemenls focus on: (l) the Municipality as a whole (govemment-wide financial
reporting) and, (2) the Municipality's major individual govemmen(al funds. Both perspectives allow the
users to address relevant queslions, broaden a basis for comparison (year lo year or govemment to
govemment) and enhance the Municipality's accountability. The components of the basic financial
statements are described below.

a) Government-Wiile Finarrcial Statements

The GWFS are composed of: (l) the statements of net assets (SNA) and (2) the statement of activities
(SA). These financial statements can be found immediarely following this MD&A. GWFS are
designed to provide readers with a broad overview of the Municipality's operations as a whole in a
manner similar to private-seator business. These statements provide shon-term and long-term
information about the Municipality's financial position, which assist the Municipality's management
to determine the economic condition at June 30, 201 l. The GWFS are prepared using methods that
are similar to those used by most private businesses.

Both of the govemment-wide financial statemen(s distinguish functions of the Municipality that are
principally supponed by taxes and intelgovemmental activities (goyemme tal actiyities) ftom o rer
firnctions that are intended to recover all or a significant ponion of their costs through user fees and
charyes (busine s s - type act iyiti e s ).

5



1.

COMMONWEALTH OT PUERTO IUCO
MUNICIPALITY oT CoAMo

Management's Discussion and Analysis
Fiscal Year Ended June 30- 201 l

Statement of Net Assets

The purpose of SNA is to attempt to report all assets owned and all liabilities owed by the
Municipality. The Muoicipality reports of all of its assets when it acquires ownership over the
assets and reports all of its liabilities when they are incurred. For example, the Municipality
reports buildings and infrastmcture as assets, even though they are not available to pay the
obligations incurred by rhe Municipality. On rhe olher hand, rhe Municipaliry reports liabilities,
such as claims and judgments, bonds and notes payable, obligations under capital leases,
compensated absences and certain accounts payable and accrued liabilities, even though lhese
liabilities might not be paid until several fiscal yea into the future.

The difference between the Municipality's tolal assets and total liabilities reported in SNA is
presented as net assetr, which is similar to the total owners' equity reported by a cornrnercial
enterprise in its financial statements. Although the purpose of rhe Municipality is not to
accumulate net assets, as this amount increases or decreases over time, such amount represents a
useful indicator of whether the financial posilion of the Municipality is either improving or
deteriorating, rcspectively.

Stat€ment of Activities

The SA presents information showing how the Municipality's net assets changed during the fiscal
year ended June 30, 2011, by presenting all of the Municipality's revenues and expenses. As
previously discussed, the items reported in SA are measured in a manner similar to the approach
used by a commercial enterprise in that revenues are recognized when eamed or established
criteria are satisfied, and expenses are recorded when incurred by the Municipality.
Consequently, revenues are reported even when lhey may not be collected for several months
after the end of the fiscal year and expenses are recorded even though they may not have used
cash during the current year.

Although SA looks different from a commercial enterprise's income statement, the difference is
only in format, not substance. Wlereas the bo$om line in a commercial enterprise represenls its
net income, (l1e Municipality reports an amount described as net chttn|e in aet ass€rr, which is
essentially the same concept.

The focus of SA is on the net cost of various activities provided by the Municipality. The
statement begins with a column that identifies the cost of each of the Municipality,s major
functions. Another colunm identifies the revenues that are specifically related to the classified
govemmenlal functions. The difference between the expenses and revenues related to specific
functions/programs identifies the exten( to which each function of the Municipality draws from
general revenues or is self-financing through fees, intergovemmental aid, and other sources of

This statement also presents a comparison between direct expenses and program revenues for
each function ofthe Municipality.

GWFS and FFS present all of the Municipality's govemmenkl activities, which are supported mostly
by taxes, intergovemmental revenues (such as federal and state grants and contributions), and charge
for services. All services normally associa(ed with the Municipality fall into this category, including

6



b)

CoMMoNWEALTH oF PUf,RTo IuCo
MUNICIPALIY oF CoAMo

Management's Discussion and Analysis
Fiscal Year Ended June 30- 201t

culture, recreation and educalion; general government; health and sanitatjon; public safety; public
housing and welfare; and economic and urban development.

F und Firancial Stdleme nts

The Municipality's FFS consist of: (l) the balance sheet - govemmental funds, and (2) the statement
of revenues, expenditures and changes in fund balances - govemmental funds. These financial
statements report the financial position, the results of operations ofthe Municipality's govemmental,
with an emphasis on the Municipality's major govemmental funds.

A fund is a grouping of rela(ed accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Municipality, like most other state and local
governments, uses fund accounting to ensure and demonstrale compliance with finance-related legal
requirements. Each fund is considered an independent fiscal entity accounted for within a set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenue, and expenditures. Fund
accounting segregates funds according to their intended purpose and is used lo aid rnanagement in
demonstrating compliance with legal. hnancial and contractual provisions. All of the funds of the
Municipality can be di\rided into two calegories: govemmental funds and proprietary firnds.

l. Governmental funds

Govemmental funds are used to account for most of the services provided by the Municipality.
These funds are used to account for essentially the same functions rcported as govemmental
activities in the GWFS. Unlike GWFS, the focus of govemmental funds in the FFS is directed to
specific activities of the Municipality rather than the Municipality as a whole; therefore,
govemmenlal funds in FFS report the Municipality's operations in more detail than the GWFS.

Govemmental funds in FFS provide a detailed short{erm view of the Municipality,s finances that
assist in determining whether there will be adequate financial resources available to meet the
current needs of the Municipality, which is, evaluating the Municipality's near{erm financing
requirements. For frnancial reporting purposes, the Municipality classifies its govemmental
funds within the following types: (1) general fund, (2) deb( service fund, (3) special revenue
funds, (4) capital projects funds and (5) permanenr tunds.

Govemmental funds FFS are prepared on an accounling basis that is significantly different from
that used to prepare GWFS. In general, govemmental funds FFS focus on near-term inflows and
outflows of expendable financial resources, consequently, they measure and account for cash and
other assets that can easily be converted (o caih. For example, amounts reponed on the balance
sheet include capital assets within a very short period of time, but do nor include capital assets
such as land and buildings. covemmenral fund tiabiliries genera y include amounrs thar
normally are going to be paid within a short period after the end of the fiscal year. The difference
between a fund's total assets and total liabilities is reported as the fund balance or deficit, and
generally indicates the amount that can be used to finance the next ftscal year,s activities.
Likewise, the operating statement for govemmental funds repons only those revenues and
expenditures that were collected in cash or paid with cash, respectively, during the current fiscal
year or very shortly after fte end of the fiscal year.

,l



COMMoNWEALTH oF PUERT0 Rrco
MUNICIPALITY oF CoAMo

Management's Discussion and Analysis
Fiscal Year Ended June 30. 201 I

Because the focus of govemmental funds F]FS is narrower than that of the GWFS, it is useful to
compare the fund information presented for govemmental funds with similar information
presented for govemmental activities in the GWFS. By doing so, readers may better understand
the long-tem impact of the Municipality's neaHerm financial decisions. Both dre govemmental
funds' balance sheet and the govemmental funds' statement of revenues, expenditures and
changes in fund balances provide a reconciliation to facilitate the comparison between
govemmental funds and the govemmental activities reponed in the govemmenFwide financial
statements.

The Municipality has four major governmenlal funds- Each major fund is presented in a separate
column in lhe balance sheet govemmental funds and the statement of revenues, expenditures
and changes in fund balances - govemmental funds. The four major govemmental funds are: (l)
general fund, (2) special revenue fund - federal grants, (3) capital project fund state and local
grants, and (4) debt service fund.

Notes to Basic Finoncial Statemehts

The NBFS provide additional information that is essential for a full understanding of the data
provided in the GWFS and FFS. The NBFS can be found irnrnediatety following rhe basic financial
statements.

Other S upple me ntary I nformatio n

The basic financial statements are followed by a section of other supplernentary information
consisting ofbudgetary comparison schedule - general fund.

This Space Has Been Intentio q.ll! Left Bhnk

c)

d)

8



COMMoNWEALTH oF puERTo Rrco
MuNICtpALny oF CoAMo

Management's Discussion and Analysis
Fiscal Year Ended June 30, 20l l

FINANCIAL ANALYSIS OF GOVERNMENT.WIDE FINANCIAL STATEMENTS

The Statement of Net Assets serves as an indicator of the Municipality,s financial position at the end of
the fiscal year. In the case of the Municiparity of coamo, govemmentar activitiesissets exceeded total
liabilities by $21,192,990 at the end of 2011, as compared with g2l,036,081 al the end of the previous
year, as restated. The following condensed Statement of Net Assets of the primary Govemment shows on
a comparative basis the most important components of the $156,909 increment reflected in the
govemmenlal activities Net Assets figure.

Gorernmental a.lirilics
June.l0,

20ll
June 30,

2010

Non,curent ass€G:

Capital6*(s, net

Liabilities:
Curcnt liabililies, excluding long-tem obligarions
Irng-rerm obliSations:

Due wilhin one yed
Due after one yer

Torat liabitiries

I.vesled in capital asets, net of relard debt

$ 16,617.100

30.971,538

$ t4,922,091

29.1E5.233

47,588.618 14.707324

1.415.796

982,806

2t,991.U6

3,103,577

978.472

19,589,194

26.395-6,18 23,611,243

17.824_099

I1,529,0r3
(E,160,122)

19,080,233
10,372,190

(8.416,142)

$ 21,r92.990 $ 21,0:t6,081

The Statement of Activities reflects that for fiscal year 20 I I , the net effect of the revenues derived from
several programs plus current operating revenues, amounted to $156,909 in govemmental activities.
Approximately thirty eight percent (38%) of the Municipality's govemmental activities total revenue
came from taxes, while fifty six percent (567.) resulted from grants and contributions, including federal
aid. The Municipality's govemmental activities expenses included items such as general govemment,
urban and economic development, health and welfare, public safety, public works, culture, rccreation aDd
education, community development and interest o long term obligations.
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Approximately twenty nine percent (29q.) of total expenses resulted from general govemment, four
percent (4%) of total expenses resulted from urban and economic development, ten percent (107.) of total
expenses resulted from health and welfare, six percent (6%) of total expenses resulted from public safety,
twenty three percent (23Ea) of total expenses resulted from public works, ten p€rcent (107c) of total
expenses resulted from culture, rccreation and educa[ion, thirteen percent (13%) oftotal expenses resulted
from community development, while five percent (5%) of total expenses resulted from interest on long
term obligations. The following is a condensed presentadon of the Municipality's results of operations as

reported in the statement ofactivities for the fiscal yea6 ended June 30, 201 I and 2010:

G.uernmenral ..riv ie.

June 30.
20 2010

Prcgmm-specilic operating 8,ers ed contribulions

Progmm{pecifi c capilal Srants and contributions

Charses lbr services

Toral progEm revenues

Municipal license rdes

Conslruclion excisc ldcs
Unresricred gren dd conl.ibDtions

Other Seneral revenDes (leious sou.ce,

Toial general revenues

Total relenues

General sovemnenr

Cullure. recealion md education

Co,mudly development

Urban and economic development

In1ercs1 on long-cm obligations

Total expenses

Net imrese (derease) in net alsels

Net assets, a. begimiDg offi*rl year, as resla.ed

Net asseG, ar end of li$al yee

$ 2,216.286

2.699,1r4

394.777

$ 2,.169.217

3.111.31,1

l7l.,tll
5.3t1.t17 5.653,98:l

1.9?6,106

l-102,530

880.898

t.3t t.771

5.860.823

923,021

1,416.753

t.2l?,188

l.:r39.881

566,3:13

5,568,555

955,?48

r4.055,149 13,164.668

18.818,65219,369,126

5,539,674

1.999,573

4,499,223

I,ll0,120
1,839,825

2,579.1',t3

764,t62

880.067

5,575,516

r.089,457

5,790.011

t.240,914

2,264.531)

2;765,914

r.989.824

165,q2

19.212,4t7 21.481,592

156.909

2l _036.0ri r

(2,$2,94n)

23.699.02t

$ 21.036,081$21 192,990
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FINANCIAL ANALYSIS OF GOI'ERNMENTAL ACTIVITIES

Anallsis of Fina ciltl Position of Govemmental Funils

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirernents. The focus of the Municipality's govemmental funds is to provide
information on near-term inflows, outflows, and balances of expendable rcsources. Such information is
useful in assessing the Municipality's compliance with finance,relaled legal requiremenrs. Specifically,
unreserved fund balance may serve as a useful measure of the Municipality's net resources available for
spending at the end ofthe fiscal year.

As ofthe end of the current fiscal year, the Municipality's govemmental Iilnds reported combined ending
fund balances amounting to $13,521,683, which represents an increase of 91,536,597 when compared
wilh the prior year. Outofthe indicated balance, $11,379,750 were restdcted for the following purposes:
(l) to liquidate intergovemmental payable with the Puerto Rico Relirement System ($12,433); 2) lo pay
for capital projects ($7,110,539); 3) for debt service paymenrs ($3,462,628); and 4) for other purposes
($682,150). Also, $644,238 were committed for the following purposes: (1) to liquidare conrracts and
purchase orders corresponding to prior fiscal year ($50,163); 2) ro pay for capiral projecrs (9,153,949); and
3) for other purposes ($140,126). As of June 30,2011, the ceneral Fund, which is rhe main operaling
fund ofthe Municipality, reflected an unassigned fund balance of$1,497,695.

The following table presents the condensed financial position ofgovemmental funds at June 30, 2011 and
2010:

20tl 2010

Assels:
Total a-ssets - major govemmentai funds
Total assets - other govemmental funds

Combined (otal assets

Liabilities:
To(al liabilities - major govemmental funds
Total liabilities - other govemmental firnds

Combined total liabilities

F und baLrnce s (deJic ils ) :
Restricted - major govemmental funds
Restricted - other govemmental funds

Committed - major govemmental funds

Commifted - other govemmental funds
Unassigned - major govemmental funds

Combined total fund balances

Tonl liab irtes and fuad balances

1',7,962,',708 15,985,852

4.411,02s 4,000,766

13,521,683 11,985,086

$ 1s,985,852

$ 16,912,689

1,050,019

$ 15,424,915

s60,937

4,213.282

221,713

3,7 78,968

221,198

10.697,600

682,1s0
504,112

t40,126
|,49'7 ,695

9,741,855

146,461

522.899
192,678

1,381,193

$ t1 ,962,',708
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Maior Governmental Funds

General fund (GF) The GF is the principal operaring fund ofthe Municipality. The cF,s rotal assets
amounted to $3,313.222 at June 30,2011. Such assets consist principally of: (l) cash in commercial
banks ($1,536,005), (2) restricted cash in fiscal agent ($257,834), (3) consrruction excise rax receivables
($80,000), (4) sales and use tax receivables ($69,345), (5) short-term amounrs due from orher funds
($1,345,608), and (6) due from govemmental entities (960,481).

The GF's total liabilities amounted to $1,700,931 atJune30,2011. Such liabilities are composed mainly
of: (1) deferred revenues ($727,803), and (2) accounrs payable and accrued liabilities, including amounrs
due to other govemments ($973,128).

At the end of the current fiscal year, restricted fund balance reached 9124,43f, committed fund balance
reached $50,163, and unassigned fund balance of lhe GF amounted ro $1,49?,695, while total tund
balance reached $1,672,291.

Special revenue fund - federal srants (SRF-FG)- The SRF-FG'S total assets amounted to 91,439,695 al
June 30, 201l, which consist of cash in commercial banks ($864,505), cash with fiscal agent ($253,466),
and receivables from intergovemmental grants and contributions ($321,724). The SRF FG's tolai
liabilities amounted to $l,439,695 at June 30, 2011, which are composed mainly of accounts payable and
accrued liabilities ($114,225), short{erm amounts due to other funds ($748,243), and deferred revenue
($s1'1,227).

Capital proiect fund - state and local srants (CPF-S&LG)- The CPF S&LG'S total assets amounted
to $8,637,144 at June 30, 2011, which consist of cash in cornmercial banks ($2,693,916), cash wirh fiscal
agent ($5,8?9,389), and due from govemmenral enriries ($63,839). The CPF,S&LG'S total liabilities
amounted to $1,072,656 at June 30, 2011, which are composed rnainly of accounts payable and accrued
liabilities ($685,391), and short-term amounts due to other funds ($387,265). Ar rhe end of rhe curenr
fiscal year, restricted fund balance reached $7,110,539, and committed fund balance reached 9453,949,
while total fund baiance reached $7,5@,488.

Debt service fund (DSF)- The DSF'S total assets amounted ro $3,462,628 at June 30, 2011, which
consist mainly of cash in fiscal agent ($3,268.528). At the end of lhe current fiscal year, DSF'S total and
restricted fund balance reached $3,462,628.

Oiher qovernmental funds (OGF)- The OGF'S total assets amounted to $1,050,019 at June 30,2011,
which consist mainly of cash and cash equivalenrs (l$523,2221, cash in fiscal agenr ($40?,601), and
receivables from intergovemmental gants and contributions ($119,196). The OGF'S total liabilities
amounted to $227,143 at lune 30, 2011, which are mainly composed of accounts payable and accrued
liabilities ($17,643) and short-tem amounts due to other funds ($210,100). At the end of the currenr
fiscal year, OGF'S restricted fund balance reached $682,150, cornrnifted fund banace reached $140,126,
while total fund balance reached $822.276.
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Anallsis of Operuting Results of Govemmentol Funils

Maior Govenrmental Funds

General fund - The total fund balance of the GF increased by $225,961 during current fiscal year,
principally due to proceed from bond issuance to pay debt with the puerto Rico Retirement System
Administration (RSA) related to cost of living allowance and other benefirs paid by the RSA to
participants as required by special laws approved in past recent years. Tota] revenues, expenditures and
other financing sources (net) amounted to $12,450,741, $12,086,904, and ($13?,870), respectively, for the
fiscal year ended June 30, 2011.

Approximately 437. ($5,374,059) of the GF's total revenues for the current hscal year came from
property, municipal license, construction excise and sales and use taxes, while 5l% (96,396,907) resulted
from intergovemmental grants and contributions. lnterest revenues, charBes for services and
miscellaneous revenues, amounting to $679,775, provided 67. of the total revenues for the curent fiscal
year.

The largest expenses of the GF for the fiscal year ended June 30, 2011 were relared to: (l) general
administrative and operating costs ($5,722,726), which were classified as "general govemment" and
accounted for 477, of total expenses, (2) health and welfare (9545,654), which accounted for 5q. percent
of total expenses, (3) public works ($3,681,269), which accoun(ed for 307. of toral expenses, (4) public
safety ($970,189), which accounted for 87o of total expenses, (5) culture, recreation and education
($869,544), which accounted for 77c of total expenses, (6) community development ($108,107), which
accounted for lqa of total expenses, and (7) urban and economic development ($189.415), which
accounted for 27. of total expenses.

Sp€cial revenue fund - f€deral sranis (SRF-FG)- The total revenues of the SRF-FG for the curent
fiscal year amounted to $3,106,963. Total expenditures amounted to 93,184,402 for the fiscal year ended
June 30. 2011.

SRF-FC'S total expenditures for the current fiscal year came from heakh and welfare (91,149,122), public
works ($115,785), public safety (124,069), culture, recrearion and education (937,589), community
development ($1,625,329), and uftan and economic development (g132,508).

Capital proiects fund - stat€ and local erants [CPF-S&LG)- The total fund balance of rhe CPF-S&LG
decreased by $436,363 during cunent fiscal year. AIso, during the current fiscal year the CPF-S&LG
accounted for proceed from bonds issuance amounted to $2,260,000 to pay for capital project costs. Total
expenditures amounted to $3,839,956 for the fiscal year ended June 30,201l.

CPF-S&LG'S total expenditures for the current fiscal year came principally from public works
($421,307), culture, recreation and education ($734,595), communiry development (9848,253), and urban
and economic development ($1,821,575).

D€bt service fund (DSF) The total fund balance of rhe DSF increased by $1,263,856 during currenr
fiscal year. Total revenues, expenditures and other financing sources (neo amounted to $l,897,246,
$1,031,260 and $397,870, respectively, for lhe 6sca1 year ended June 30, 2011.
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Approximately 727o ($1,362,084) of DSF'S total revenues for the current fiscal year came from restricted
property taxes, while 287, ($535,162) came from restricted sales and use taxes. DSF'S total expenditures
for the current fiscal year came from principal and interests on bonds payable ($1,031,260).

Other governrnental funds (OGF) - The total fund balance of the OGF increased by $483,13? during
curent fiscal year. Total revenues, expenditures and other hnancing uses (net) amounted to $770,783,
$697.646 and $410,000, respectively, for the fiscal year ended June 30, 2011. Approximarely 592.
($451,398) of OGF'S total revenues for the cunent fiscal year came from intergovemmental gran[s, 2?q.
($207,157) came from charge for services, and 14Ea ($112,228) c^ne from miscellaneous sources.

The largest expenses of the OGF for the fiscal year ended June 30. 2011 were related to: (l) health and
welfare ($297,610), which accounted for 437. percent of total expenses, and (2) u6an and economic
development ($312,758), which accounted for 457. of total expenses.

BUDGETARY HIGHLIGHTS

a) General Fund

The original and the final budge( of the general fund for the fiscal year ended June 30, 20ll
amounted to $12,585,875. Over the course of the fiscal year, the Municipality revised the GF's
budget in order to include increases and decreases in revenues that were identified during the course
of the fiscal year based on cufient developments that positively affected the Municipality,s finances.
The laws and regulations of the Commonwealth mandate a balanced budget.

The total actual revenues (budgetary basis) of the general fund for the fiscal year ended June 30,
2OIl werc $12,492.294, which is 17. ($93,581) lower than the budgered revenues. In addirion, rhe
total actual expenditures (budgetary basis) of the general fund for the fiscal year ended June 30, 201I
were $l1,932,826, which is 27o ($255,179), lower than the budgered expendirures-

The most significant flucfuations in actual revenues occurred in construction excise taxes which had
actual revenues that were $353,298 more than budge(ed, in interest on deposits, which had actual
revenues that where $106,242 more than budgeted, in sales and municipal license taxes, which had
actual revenues that were $344,991 and $207,989 lesser than budgeted, respectively.

Also, the most significant fluctuations in actual expenditures and encumbrances occurred in general
govemment, health and welfare, and public works, which had actual expenditures and encumbrances
that were $46,569, $53,120, and $94,869 lower than budgeted, respecrively.

CAPITAL ASSETS AND DEBT ADMINISTRATION

a) Capital Assets

The Municipality has inves(ed $42,221,048 in capital assets used in govemmental actiyities, which
have an accumulated depreciation and amonization of$11,249,510 at June 30,201l. The net capital
assets of govemmental activities increased during the current fiscal year due to the current fiscal
year's capital additions and reclassifications ($7,901,440), which were panially offser by rhe
depreciation expense and reclassifications ($5,992,042) for the same period.
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The capital additions made to capital assets during the fiscal year ended June 30, 20ll were the
following:

Construction in progress
Buildings, structures and improvements
Machinery, equipment, fumiture and fixtures
Licensed vehicles

$ r,954,454
5,7 t2.684

191,191
43,11I

Capital additions for the fiscal year ended June 30, 2011 $ ]pql4
During the curent year, construction in progress amounted to g5,712,684 was recLassified to building,
structures and improvements category.

bl Debt Administration

The Puerto Rico Legislature has established a limitation for the issuance of geneml 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 Municipality to be able to issue
additional general obligation bonds and notes, such Municipality must have sufficient "payment capacity"
as defined in Act No. &. Such Act establishes that a Municipality has sufficient "payment capacity,, to
incur additional general obligation debt if its deposits in the Redemption Funds and the annual amounts
collected with respect to such Municipalily's Sales and Use Ta)( and 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.

The Municipality is required under prevailing applicable law to levy a Special Addirional Tax and a Sales
and Use Tax in such amounts as shall be required for the payment of its general obligation municipal
bonds and notes. In 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. 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 and the Sales and Use
Tax levied by the Municipality, together with moneys on deposit in the Municipality's Redemption
Funds, are not sufficient to cover such debt service- In the particular case of the Municipality of Coamo,
it has never been necessary to apply Basic Taxes to pay debt service on general obligation debt of the
Municipality.

The Municipality finances a significant portion of its construction activities through bond and note
issuances, and through state and federal grants. The proceeds from bond issuances designated for
constmction activities are committed in its entirety for such purposes and cannot be used for any other
purposes.

At June 30,2011, the Municipality's total bonded debt amounted to $20,564,m0, consisting of bonds
payable. Such debt is backed by the full faith and credit of the Municipality. The following is a surnmary
ofthe debt activity for the fiscal year ended June 30,2011:

. Bonds payable increased by 15% ($2,625,000) by the net effect of total principal payments on
bonds ($305,000) and bond issuance ($2,930,000) made during the current fiscal year.
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. The Municipality has also certain outstanding nores payable due to CRM ($1,M3,301). Such
notes payable decreased by $199,300 during the current fiscal year mainly due to the principal
payments made during the same period.

ECONOMIC FACTORS AND NEXT YEAR'S BT]DCETS AND RATES

The Municipality relies primarily on property and municipal taxes as well as fedeml and state grants to
carry out the govemmental 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 can be also predictable. Those factors were considered when
preparing the Municipality's budget for the 6sca1yeat 20ll-2012.

FINAL COMMENTS

The Municipality ofcoamo is an autonomous govemmental entity whose powers and authority vested on
its Executive and Legislative Branches arc sp€cifically established in the Municipal 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, urban and economic development, recrcation, waite disposal. welfare and others. The
Municipality's principal sources of revenues are derived from property taxes, sales taxes, municipal
license taxes, subsidies from the Commonwealth of Pue(o Rico's General Fund and contributions from
the Traditional and Electronic Lottery sponsored by said Govemment. Since the Municipality is
significantly dependent on the intergovemmental gmnts and contributions received from the govemment
of the Commonwealth of Puerto Rico and from property tax advances received from CRIM, the
municipality could suffer a significant financial burden for certain scheduled intergovemmental revenues
that could not be collected during the fiscal year 2011-2012.

REQUEST FOR INFORMATION

The Municipality's financial statements are designed to present usen (citizens, taxpayer, customers,
investors and creditors) with a Beneral overview of the Municipality's finances and to demonstrate the
Municipality's accountability. If you have questions about the repon or need additional financial
information, contact the Municipality's Chief Financial Officer at P.O. Box 1875, Coamo, PR 00769, cali
r787) 825-l 150. or \i\it our web\ite al w\r w.coamo.puertorico.pr.
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COMMONWEATH OF PUERTO RICO
MUNICIPALITY OF COAMO

Slarement ofNer Asseh
June 10. 2Ol I

Curretrt assets:

Cash in commercial bank
Cash in fiscal agent
Accounls rcceivable, net of altowance for doubrful accounts:

Propeny hxes
Inlergoyernmenral

Sales tax

Construclion excise raxes

Interest

Toral currenr assets

Noncurr€nt assets:

Capital assers, net ofaccumulated dcpreciation atul
amofizarion of $1 1,249.510

Toral noncunent assets

Toral alsets

Currenr Liabilities (due within one yca.):
Accounts palable
Intergovemmenral payables

Accrued interesl payable on longrrm debl
Deferred revenues

CuIrent ponion of long rern obligarions:
Bonds payable

Olher dcbrs

Total currenr liabilities

Noncurrent liabilities (due io mor€ than one y€ar):
Current ponion of long-term obligalions:

Boflds payable

Other debts

Toral Noncurrent liabiliries
Total liabilities

Net assers (liabilities):
Invesied in capilal assets. nel of relared debr

Capital projects

Debt service

Other spe.ifi ed purposes

Unrestricred net assets

Total flet asseb

5,617.648

10,066.818

t52.UO
565,240
I11,425

80,000

23,949
16,617. r00

30.971,518

30.971.538

47,588,638

t,573.531

216,856

320,379

1.305,030

'752,835

4,398,562

19,811,165

2,185,92.1

2t,997,086
$ 26,39s,648

$ 17.824,099

7.564,488

3,142,249

822.276
(8,160,122)

s 2t.192..990

The accompanying notcs ro the basic financial sraEments are an integral parr of this slarement.
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Staremert of Acti\,irics
June 30. 201I
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257.930
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380898
'1,211.305

5,860,323

168,255

751.166
r4.055,i49

t56,909
2r,036.081
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serics

$

92.791

52,332

$,

253,416

?0.576

1.660,329
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Co.shctio ex.ic oxs
Tool r.res
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r.reE$s m dep6its
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Ner Nr ar rhe end of ihe !d
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Balance Sh6r
Covemnenlal F,'nd!

lunel0.20ll
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rrnd FedeEt Fu,t- sbe &

odEr
Deh s€dc. Nomjm

AS,SETS

Coshdioo ex.,* ors

Dr fr'om tove'rrenal .d,rics

LIABILITIFJ

Toul liibihies

TUNDtrALANCE

. 1t,020

$ 52r,22 I 5,6t7.6{a
ll{]7 60r t0.066,313

21.949

I :t45 603

1 1 6],.23 
'

. I 105 030

3.162.61S

U!.sigEd
rah,tund bahnes ---;;# ------------- 7r6jt",-- ----;r;;' 

r'4e76e5

rorAr, LrABrLrrrEs AND FUN, ur-rxco l--l:uE s ,{r!?6i $ &aiia- ,-tai , ,ffiii.-i;##
The accomparying notes to the hasic financial sBEments tre an in regral pafl of fiis statemenr
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Sbreme ot Revenues. Expeodirucs and
Ch.tra.s n Fud Balaoc. - Cortmmeiht Fmdr

Year Ended Juoe :10 lol I

Capirzl
speciat Pddfnnd,

R.EnueFund- Se &taal Debl Sdic.
Croed rnid fiftEl crana cm6 hnd
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olnn Nomjo' covenmenGl

Funds Fun&
xf,!,ENUES

ConshctiotreriEr es

Intrgov.meoblE@tsandcorihurions:

EXPEI\'DIIURES

culrur. EEiid and .dBanon
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ur66na conomicd.v.topmeDr

Er.$ (D.fi.i.ncy) ol R.vdu* over exp€nditors

mHER FINANCTIG SOInCES (USES)

Tnnsrtr in fon o0Er funds
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Tdal Orher FiDxinB Stue.s (use,
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FUND BALANCE AI BEGINNING
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COM]IIONWEALTE OF PUERTO RICO
MUNICIPALITY OF COAMO

Reconciliarion of the Balance Sheet Govemmcnlal Funds
to the Statement ofNet Asscls

June 30. 201I

Aggregate lxnd balance rcponed in lhc balance shect - govemmcnral funds $ 13,521,683

Govemmenlal activitics' amounts repo(ed in the statemeot ofnel assets and the balance sheer.
govemmental funds are differcnr because:

Capital assels (net of accumulatcd deprecialion) used in govcmmenral activi[ies are no(
linancial resourccs, therefore, are nor reporred in the govemmenal funds 30,971,538

- 
,n" ,orro*ing liabilities are nor due (mature) in rhe current period. therefore, are not rcponed
in thc govemmental funds:

Bonds payable (20,564,000)

_ Nore payabte 1() cDB - line of credit (17 ,43g)
Nores payable 1() CRIM (1,043,303)

_ Compcnsated absences (1.295,110)

- Accrued interest payable on long-term debt (320,3'19)

Nct assels as reported in the accompanying slatement ofnet asseB $ 21.192,990

The accompanying notes to the basic financial statements are an integral part oftlris statement.



COMMONWEALTH OF PUERTO RICO
MUNICIPAIITY OF COAMO

Reconciliation otStatement of Rcvenues, B.p€ndirures and Changes
in Fund Balancc Govemmenlat Funds ro rhe Starements of Acrivities

For fie Year Ended Junc i0. 2ol I

Net change in fund balances rotal govemmental funds

Govemmental adiviries amounls reponed in the sratemenl of acliviries and fte shtemenr of Revenues.
expendilures and changes in fund balances govemmental funds are differ€nr because:

Undcr the modificd ancrual basis of accounting used in the governmenrat funds, .xpendiiurcs are nol
recognize for transaclions thal a,e nor normally paid with expendable nnancial resources. In lhe
Stalements of Acivities . however. wich is presented in rhe accrual basis, expenses and tiabilities are
prcsented r€gardlcss of when finacial resources arc alailable:

Net changc in accrued in1erest payabte on long-rerm debt
Net changc in compens ed absences liabitily

Govermental funds r€pofl capiral outlays as expenditures. However h ihe starement ofacrivities. rhc cost
of lhose alsets is allocared over the; estimated useful lives as depreciarion and amonization erpcnses.
This the amount by which capital oullays excced depreciarion expenscs.

Repayment of pnncipal of long term obtigations is an cxpenditures in the govemmental funds, bur rhe
repayment reduces long-term liabilities in rhe statemenr ofnet asseB

Proceeds on issuance of loag- rerm debt are rccorded as ofier financing sources in lhe fund finincial
stalcments. bu( rhc issuances increase long-rcrm liabitiries in the statemenr of flet assers

Nea changes in net assets rcponed in the accompayning srarements ofactivities

The accompanying nores to thc basic financial sralemenrs are an intcgral parr of(his sratemcnt.

I,536.597

(130,418)

(132.781)

1.186,305

'704,645

(3,007.439)

$ 156,909



C0MMoNWEALTH oT I,UERTo RICo
MUNICPALTY oT CoAMo

Notes to Basic Financial Statements
Fiscal Year Ended June 30. 201 I

1. Summary of Significant Accounting policies

The Municipality of Coamo, Commonwealth of puerto Rico (the Municipality), is a local municipal
govemment constituted in 1579 in the cornmonwealth of pueno Rico. The Municipality has iull
legislative' fiscal and all other govemmentar powers and rcsponsibirities expressry assigned by Law
No. 8l of Augusr 30, 1991, as amended, known as AutonomL)us tvtinicipalitiei ,lct of tne
Commonweahh of Pueno Rico (Act No. 8l). The Municipaliry is one of sevinty-eight municipal
govemments legally separated from the state govemment of the commonwealth of puerto Rico rihe
Cornmon\ eallh),

The Constitution of the Commonweahh provides for the separation of powers of the executive,
legislative and judicial branches of the Commonwealth and the municipalities. However, the
Municipality's govemmental system consists of executive and legislative branches only. A Mayor,
elected every four years by the citizens, exercises the executive power of lhe Municipality. ihe
legislalive power of the Municipality is exercised by the Municipal Legislature, whose members are
also elected every four yeals. The judiciary power is exercised by the General Justice Court Svstem
of the Commonweahh. u hich has juri.diction orer rhe Municrpaliiy.

The Municipality assumes either panial or full responsibility for providing services lo its cirizens
related to public housing, welfare, public safety, health, sanitation, education, culture, rccreation,
urban development, economic development, and rnany other fiscal, general and administrative

a) Financtu l Reporting Model

The accompanying basic financial stateDents present the financial positiofl of the govemmental
activities, each major govemmental funds, and the aggegate remaining fund information of the
Municipality at June 30, 2011, in conformiry with Accounring principles Genemlly Accepted in
the United States of America (GAAP), as prescribed by the Govemmental Accounting Standards
Board (GASB). Io addition, the accompanying basic financial statements present the changes in
the financial position (resuits of operations) of the govemmental activities, each major
govemmental fund, and the aggregate remaining fund information for the fiscal year ended June
30, 2011 in conformiry with GAAP.

According to the financial reporting model established by GASB Statemen( No. 34, Bdsi.
Financial Statements and Management's Discussiltn and Analysis - fu State and Incal
Goremments (GASB No. 34), the required basjc financial sratement presenration applicable to
the Municipality is composed of the following elements: (l) Bovemment-wide financial
statements (GWFS), (2) govemmental Iirnd financial sraremenrs (FFS), (3) nores ro basic
financial statements, and (4) required supplemenrary information (RSI).

RS/ consists of. (t) a Management's Discussion and Analysis (MD&A) and (2) a budgetary
comparison schedule - general fund. RSI is unaudited supplementary information required by
GAAP presented along with, but separate from, the Municipality,s basic ftnancial statements.
MD&A is a narative report that introduces the accompanying basic financial statements and
provides an analytical overview ofthe Municipality's financial activities for the fiscal year ended
June 30, 201l, based on the Municipality's knowledge of the transactions, events and condirions
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Notes to Basic Financial Statements
Fiscal Year Ended June 30. 201 |

reflected in the basic financial statements. The MD&A also highlights certain key fiscal policies
that control the Municipality's operations.

In addition to the required finarcial reponing requirements referred to above, the accompanling
basicfinancial statements are accompanied by additional supplementary information consisting oi
a blrdgetary comparison schedule - general fi.rnd and the notes to ihe budgetary comparison
schedule - general fund, which have been subjected to the auditing procedures applied in the
audit of the accompanying basic financial statements as of and for the fiscal year ended June 30,
201t.

b) Financial Reporling EntiD

The accompanying basic financial statements include all departmenls, agencies and municipal
opemtional units that are under the legal and administrative control of the Mayor, and whose
financial resources ffe under the legal custody and control of the Municipality's Director of
Finance, as prescribed by Act No. 81.

On July 1, 2005, rhe Muuicipaliry adopred rhe provisions of GASB Starement No. 39,
Determining Whether Certain Organizations are Component Units - an Amendnent of GASB
Sratement No. /4 (GASB No. 39). GASB No. 39 srares that ce(ain organizations for which a
primary govemment is not financially accountable nevertheless wanant inclusion as pan of the
financial reponing entity because of the nature and significance of their relationship with the
primary govemment, including their ongoing financial suppon of the primary govemment and its
other component units.

According to GASB No.39, a legally separate, tax-exempt organization should be reported as a
discretely presented component uoit of a reporting entity if all of the following criteria are met:

. The economic resources received or held by the separate organization are entirely or
almost entirely for the direct benefit of the primary govemment, its component unirs, or
its constituents.

. The primary govemment, or its component units, is entitled to, or has the ability to
otherwise access, a majorify of the economic resources received or held by the separate
organizadon.

. The economic resources received or held by an individual organization that the specific
primary govemment, or its component units, is entitled to, or has the abiliry to otherwise
access, ire significant to that primary govemment.

ln addition, GASB No. 39 states that other organizadons should be evaluated as potential
component units if they are closely related to, or financially integrated with, the primary
govemment. Such types of entities may be presented as either blended or discretely presented
component units, depending upon how they rneet the criteria for each specified in GASB No. 14.
The Municipality's management has concluded that, based on the aforementioned criteria, there
are no legally separate endries or organizations that should be reponed as component units of the
Municipality as of and for the fiscal year ended June 30, 201l.
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Notes to Basic Financial Statements
Fiscal Year Ended June 30- 2011

c) Goyernment Wide Finat cial Stalemeits

The accompanying GWFS are composed of: (l) the statement of net assets and (2) the statement
of activities. These financial statements report information of all govemmental activities of the
Municipality as a whole. These statements are aimed at presenting a broad overview of the
Municipality's finances by reponing its financial position and results of opemtions using methods
that are similar to those used by most private businesses.

The focus of GWFS is on the operational accountability ofthe Municipality as a single economic
unit and not on compliance with budgets, regulatory requirements or on the use of available or
currently expendable financial resources (referred ro as fiscal accouniability). Operational
accountability is the Municipality's responsibility to report to the exient to which it has met its
operating objectives efficiently and effectively, using all resources available for that purpose. It
focuses on the Municipality's principal operating objective, which is to provide services to irs
citizens.

The accompanying atatement of net assets provides shon-term and long-term information about
the Municipality's financial position by presenting all of the Municipality,s assers and liabiliries,
with the difference between these two items reported as 'tet assets,, (equity) and/or net liabilities
(accumulated deficit). This statement assists management in assessing the level of services that
can be provided by the Municipality in the future and its ability to meet its obligations as they
become due. In addition, this \tatement reports the extent to which the Municipality has invested
in capital assets and discloses legal and contractual restrictions on resources,

Net assets (liabilities) are classified in the accompanying statement of net assets within the
following three categories:

. Invest€d in capital assets, net of related d€bt - This net asset category consists of capital
assets, ne( ofaccumulated depreciation and amo(ization. reduced by rhe outstanding balances
of bonds payable, notes payable and other debts that are attributed to lhe acquisidon,
construction or improvement ofthose assets, For the purposes ofdetermjning the outstanding
debt aftributed to capital assets, the total long,term debt related to the acquisilion,
consuuction or improvement of capital assets has been reduced by any related unspent debt
proceeds and any related unamortized debt issuance costs.

. Restricted net assels - This net asset category consists ofnet resources restricted by extemal
parties (such as crcditors, grantors, contributors, laws or regulations of other govemments,
etc.), or net assets for which consrraints are imposed by constitutional provisions or enabling
legislation. Enabling legislation consists of legislation that authorizes the Municipality to
assess, levy, charge or otherwise mandate payment of resources (from extemal resource
providers). Enabling legislation establishes restrictions if it includes a legally enforceable
requirement that those resources be used only for the specific purposes stipulated in the
legislarion.
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' unrestricted net assets - This category consists ofthe excess ofassets over rerated liabirities
that are neither exlemally nor legally reslricted, neither invested in capital assets. However,
assets reported within unrestricted net liabilities often are designated to indicate that
management does not consider them to be available for general operations. Assets reported
within this category often have constraints that are imposed by managemenr but can be
removed or modified.

When both restricted and unrestricted resources are available for use, it
policy to generally use restricted resources first. and then unrestricted
needed.

is the Municipaiity's
resources as they are

The accompanying statement of activities presents the Municipality,s results of operations by
showing, how the Municipality's net assets or liabilities changed during the fiscal ye ended
June 30, 2011, using a net (expense) revenue forrnat. This statement presents the cost of each
functior/prognm as well as the extent to which each of the Municipality,s functions, programs or
other services either contributes to or draws from the Municipality's general revenues (such as
property ta\es, municipal license taxes. consttuction excise ta\es, etc.).

A functior/program describes a group of activities that are aimed at accomplishing a major
service or regulatory responsibility. The functions/programs reported in the accompanying baiic
financial statements are: (1) general govemment, (2) urban and economic developm;nt, (3) public
safety, (4) public works, (5) culture, recreation and education, (6) health and welfare a;d (7)
community development. The govemmental operations of the Municipality,s departments and
operational units are classified within the following funclions/programs in the accompanying
basic fi nancial statements:

General government:
Municipal legislature
Mayor's office
Department of finance
Department of human resources
Depanment of municipal secretary
Departmenl of internal audit
Office of federal programs

Urban and economic development:
Department of planning and economic development

Public safety:
Department of emergency management - civil defense
Department of municipal police

Public works:
Department of recycling and environmental services
Department of public works
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Culture, recreation and education:
Department of sports and recreation
Department of culture and tourism

Health and welfare:
Department ofaging and adult services

Community Development:
Department of citizen affairs

The statement of activities demonstrates the degree to which program revenues offset direct
expenses of a given functior/program or segments. Direct expenses are those that are clearly
identifiable with a specific function, segment or operational unit. This statement repons revenues
in three broad categories: (l) program revenues, (2) general revenues and (3) special items.

Progmm retenues are generated directly from a program itself or may come from paflies outside
the Municipality's taxpayers or citizens. In the statement of activilies, program rcrenues reduce
the costs (expenses) of the function/prcgram to arrive at: (l) the net cost oathe funclion/program
that must be financed from the Mu;icipality s geneml revenues or l2t the net program revenue
that contributes to the Municipality's general revenues. The accompanying statement ofactivities
separately repo(s the following categories ofprogram revenues:

. Chargei for services - These revenues generally consist of exchange or exchangelike
transactions involving charges to cuslomers or applicants who purchase, use or directly
benefit from the goods, services or privileges provided, or are otherwise directly affected by
the services. These revenues include fees charged for spe.ific \erlices, renl: charges for
licenses and permits, and fines and forfeitures, among others.

. Program-specific operaling and capital grants and contributions These revenues
consist oftransactions that are either mandatory or voluntary non-€xchange transactions with
other govemments, organizations, or individuals that restrict the resources for use in a
pa(icular program. Operating grants and contributions consist of resources that arc required
to be used to finance the costs of opemting a specific program or can be used either for
operadng or capital pur?oses of a specific program. Capital grants and contributions consist
of revenues or resources that are restricted for capital pur?oses - to purchase, consfuct or
renovate capital assets associated with a specific program. Restricted operaiing and capital
grants and contributions are program revenues because they are specifically attributable to a
progam and reduce the net expense of that program to the Municipality. They are reported
net of estimated uncollectible amounls.

General reyenues arc the default category for revenues. It includes all revenues and gains thatdo
not meet the definition of program revenues, Property taxes, municipal license taxes, construction
excise taxes and sales and use taxes are reponed as general revenues. All other nontax revenues
(including unrestricted interest on deposits, grants and contributions not restricted for specific
progiams and miscellaneous revenues) that do not meet the definition of prcgram revenues are
classifted as general rcvenues. Resources that are dedicated intemally by the Municipality are
reported as general revenues rather than as prog.am revenues, All general revenues are reported
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net ofestimated uncorrectibre amounts, which are recorded as reduction of revenues rather than as
expenses.

special items consist of revenues arising from sigoificant transactions or other events within the
control ofmanagement that are either unusual in nature or infrequent in occurrence.

Exrrao inary items consist of revenues arising from significant transactions or other events that
are both unusual in nature and infrequent in occurrence,

The generul govemmen, functior/program reported in the accompanying statement of activities
includes expenses that are, in essence, indirect or costs of other fu;tions/programs of the
Municipalily. Even though some of these costs have been charged to cenain fu;ds in the FFS as
indirect cost allocations permitted under some federal programs, the Municipality has reported
th€se indirect costs as direct expenses of the genenl govemment function. Accordingly, the
Municipality generally does not allocate general govemment (indirect) costs to other functions.

The effects of all inter-fund govemmental activities (revenues. expenditures and other financing
sources/uses arnong govemmental funds) have been rcmoved from the accompanying statementi
of net assets and activities.

The Municipality classifies the most significant ponion of its activities as govemmental activitiesin the accompanying GWFS. These are activities generally financed through taxes,
intergovemmental revenues and other non-exchange revenues that can be used to support the
Municipality's programs or services. These govemmental activities are also generally reported in
the FFS.

The Municipality has no fiduciary activiries, which are those in which lhe Municipaiity would be
holding or managiDg net assets for specific individuals or other external partie; in accordance
with trust agreements or other custodial arrangements.

The Municipality has operations and activities that are financed and opemted in a manner similar
to private business enterprises, where the costs of providing goods or services to the general
public (expenses, including depreciation) is financed primarily through user charges; and where
the goveming body has decided that periodic determination of revenues eamed, expenses
incurred, and./or net income is appropriate for capital maintenance, public policy, managemen!
control, accountability, or other purposes.

d) Fund Financial Statements

A fund is a fiscal and accounting enrity consisting of a self-balancing set of accounts used to
record assets, liabilities and residual equities, deficits or balances, and changes therein, which are
segregated for the purpose of carrying on specific acdvities or altaining ce(ain objectives in
accordance with GAAP and,/or special reguiations, rcstdctions or limitations.

The accompanying FFS are composed ot (1) the balance sheet - govemmental funds, and (2) the
s(atement of revenues, expenditures and changes in fund balances (deficits) govemmental
funds.
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These financial statements report the financial position and results operations of the
Municipality's govemmental funds and fund types by presenting sources, usei and balances of
current and non-current financial resources. Some of these financial statements have a budgetary
orientation and focus primarily on: (1) the Municipality,s major govemmental fund and fund
types, as defined below, (2) lhe fiscal accounrability and (3) the individual parts of rhe
Municipality's govemment. Fiscal accountability represents the Municipality,s responsibility to
justify that its actions in the current fiscal year have complied with public decisions conceming
the raising and spending ofpublic mooeys in the sho( term (generally one fiscal year).

The accompanying FFS segregate govemmental funds and lilnd types according to their intended
purpose and are used in demonstrating compliance with legal, financial and contractual
provisions. The minimum number of govemmental funds and fund types is maintained consistent
with legal and self-imposed managerial requirements established by the Municipality. For
financial reporting purposes, the Municipality classifies its govemmenkl funds within the
following categories:

General fund - The general fund is the Municipality's main operating fund and a major
govemmental fund, as defined below, used to account for all financial resources and
govemmental activities not accounted for and reported in another fund. It is presumed that
the Municipality's govemmenlal activities have been reported in the general fund except for
transactions for which one of rhe following compelling reasons has required the use of
another fund: (l) legal requirements, (2) GAAP requirements or (3) the demands of sound
financial administradon requiring the use ofa governmental fund other than the general firnd.

Debt senice futd - "lhe debt service fund is a major govemmental fund, as defined below,
used by the Municipality to account for all financial resources that are restricted. comnitted.
or assigned to expenditure for principal and interest; for (l) bonds payable for which debt
service payments are iegally mandated to be accounted for in a debt service fund and/or (2)
bonds payable or any general long-term debt for which the Municipality is being
accumulating financial resources in advance to pay principal and interest payments maruring
in future years. During the 6scal year ended June 30, 201l, the financial activity accounted
for in the debt service fund was specifically related to bonds payable.

The outstanding balance of general long-term obliBations for which debt service payments do
not involve the advance accumulation of resources (such as notes payable, obligations under
capilal leases, accrued compensated absences, and claims andjudgments) are only accounted
for in the accompanying statement of net assets. The debt service payments of such debts, as
applicable, are generally accounted for in the general fund.

Special revenue Jands - The special revenue funds are major and non-major govemmental
funds, as defined below, used by the Municipality to account for the proceeds of specific
revenue sources that are resticted or commi$ed to expenditure for specified purposes other
than debt service and capital projects. The uses and limitations of each special revenue fund
are specified by municipal ordinances or federal and state statutes. However, resources
restricted to expenditure for purposes normally ftnanced ftom the general fund are reported in
the Municipality's general fund provided rhat all applicable legal requirements are
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appropriately satisfied. In this case, a special revenue fund to account for such kind of
lransactions will be used only if legally rnandated.

. Cdpital prcjects fundr - Capital projects funds are major and non,major govemmental firnds,
as defined below, used to account for all financial resources that are restricted, commifted. or
assigned to expendiore for capital outlays. Significant capital outlays financed from
proceeds of general obligation, public improvement or special obligation bonds ate accounted
for also in the capital projects funds.

The use of the capital projects funds has been reserved only for major capital acquisitions,
construction or improvement activilies that would diston financial resources trend data ifnot
reported separately from the other Municipality's operating activities. The routine purchases
of minor capitalizable assets (such as fitmiture, office equipment, vehicles and other minor
capital assets or improvements) have been reported in the govemmenlal fund from which
financial resources were used for the payment.

The focus of the FFS is on major govemmental funds and fund types, which generally represent
the Municipality's most important funds- Accordingly, the Municipali(y is required to segregate
govemmental funds and hrnd types between major and non major categories within the FFS.
Major individual govemmental and proprietary funds and firnd rypes are reported individually as
sepzfate columns in the FFS, while data from all non-major govemmental funds are aggregated
into a single column, regardless offund type.

By definition, the Municipality's geneml fund is always considered a major govemmental fund
for financial reporting purposes. In addition, any other govemmental fund is classified as a rnaJor
govemmental fund in the FFS if its (olal assets, liabilities, revenues or expenditures of that
individual govemmental fund are at least l0 percent of the corresponding element total (assets,
liabilities, revenues or expenditures) for all governmental funds. In addition, the same element
that meets the l0 percent criterion must be at least 5 percent of the corresponding element tolal
for all govemmental and enterprise (proprietary) funds combined. For the purposes of applying
the aforementioned major fund criteria, no eliminations of inter-fund balances have been made.
Total revenues for these purposes means all revenues, including operating and non-operating
revenues (net of allowances for uncollectible accounts), except for other financing sources. Total
expenditures\expenses for these purposes mean all expenditures\expenses, including operaring
and non-operating expnditures\expenses, except for other financing uses.

Based on the aforementioned criteria, the Municipality's major govemmental funds reported in
the accompanying FFS are: (l) the general fund, (2) the debt service fund, (3) rhe special revenue
fund-federal grants, and (4) the capital project fund-state and local gants.

The general fund is the accounting entity used to account for all financial resources and
Sovemmental activities not accounted for and repo(ed in another fund, Its revenues consist
mainly of taxes, licenses and permits, intergovemmental revenue, charges for services and others.

The special revenue fund - federal grants is the accounting entity in which revenues derived from
federal gmnts, is accounted for. The uses and limitations of each special revenue fund are
specified by Municipality ordinances or federal and state statutes.
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The capital project fund slate and local grants is the accounting entity in which revenues
derived from local funds and state grants or other restricted revenue sources related to capital
projects, is accounted for. The uses and limitations of each capilal project fund are specified by
Municipality ordinances or state statutes.

The debt service fund is the accounting entity in which revenues derived from property and sales
taxes are accumulated for the payment of, general long{erm debt principal, interest, and related

The accompanying FFS are accompanied by other statements and schedules required by GAAP:
( I ) the reconciliation ofthe balance sheet govemmental funds to the statement of net assets, and
(2) the reconciliation of the statement of revenues, expenditures and changes in fund balances -
go\emmenkl lund\ ro rhe slalement ol acli\ ilie\.

e) Measuremenl Focus and Basis o:f Accouhting

Govemment-vide financial statements The accompanying GWFS are prepared using the
economic resources measurement focus and the accrual basis of accoundng. Subject to the
additional rules and limitations detailed below, revenues (including interest on deposits and reno
are generally recorded when eamed and expenses are generally recorded when a liability is
incurred, regardless ofthe timing of rela(ed cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-
like transaclions are generally recorded when the exchange takes place. In exchange transactions,
each party to the transaction receives and gives up essentially equal values. An exchanBe like
transaction is one in which there is an identifiable exchange and the values exchanged, though
related, may not be quite equal. Nevenheless, the exchange characteristics ofthe exchangelike
transaction are strong enough to justify rreating it as an exchange for accounring purpores
(examples include cenain charges for services and miscellaneous revenues, which are recorded as
revenues when collected because they are generally not measurable until actually received).

All revenues, expenses, gains, Iosses and assets resulting from non-exchange transaction5 are
recorded using the criteria set forth by CASB Statement No. 33, Accounting and Fina cial
Reporting for Non-etchange Transactiolts (GASB No. 33). GASB No. 33 established accounting
and reporting standards for non exchange transactions involving cash and financial or capital
resources (for example, most taxes, grants and private donations). In a non-exchange transaction,
the Municipality gives (or receives) value without direcdy receiving (or giving) equal value in
retum. This is different from an exchange transaction, in which each party receives and gives up
essentially equal values. According to GASB No. 33, the Municipality grcups its non-exchange
transactions into the following four classes in the accompanying basic financial statements: (a)
derived tax revenues, (b) imposed non exchange revenues, (c) government mandated non-
exchange transactions, and (d) voluntary non-exchange transactions.

In the case of derived tax revenue transactions, which result from assessments the Municipality
places on exchange transactions, receivables and revenues are recorded when lhe underlying
exchange has occured.
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In the case of imposed non-exchange revenue transactions (such as property taxes and municipal
license taxes), which result from assessments made by the Municipaiity'on nongovemmental
entities, including individuals, other than assessments on exchange tiansictions, re_ceivables are
genemlly recorded in the period when an enforceable legal claim-has arisen. property taxes and
municipal license aie generarry recorded as revenues (net of amounts considered;ot colectible)
in the fiscal year when resources are required to be used or the first fiscal year that the use ofthe
resources is permitted.

Govemment-mandated non-exchange transactions (such as grants and contributions) result when
a govemment at one level (such as the federal or \tate golemmenu pro\,ides resources to the
Municipality and the provider govemment requires the Municipality to use those resources for a
specific purpose or purposes established in the provider's enabling legislation. In these type of
ffansactions, receivables and revenues are generally recorded wtren ilt etigibitity requiremen[
imposed by the provider have been met. For the rnajority of grants, the Municipaliiy must expend
resources. on the specific purpose or projeq before the provider reimburses any amounts.
Revenue is, therefore, generully recognized as qualifying reimbursable expendjtures are incured_

Voluntaiy non exchange transactions (such as donations and certain grants and entitlements)
result from legislative or contracfual agreements, other (han exchanges, ;iuingly entered into by
two or more parties. In these types of transactions, receivables and revenues are generally
accounted for in the same manner as govemment-mandated non-exchange transactions discussed
above. Events thal are neither exchange nor non-exchange transactions are recorded when it is
probable (hat a loss has been incuned and the amount ofloss is reasonabiy estimable_

Receipts of any type of revenue sources collected in advance for use in the followins fiscal veat
are recorded as uneamed revennes

According to GASB No 34, all generat capital assets and the unmatured long term liabilities are
recorded only in the accompanying statement ofnet assets. The measurement focus and the basis
of accounling used in the accompanying GWFS differ significantly from the measurement fo€us
and basis of accounting used in the preparation of the accompanying govemmental fund financial
statements. Therefore, the accompanying govemmental fund financial statements include
reconciliations, as detailed in the accompanying table of contents, to better identify the
relationship between the GWFS and the govemmenlal fund financial statements.

Governmental fund Iinancial statemeots The accompanying governmental fund hnancial
statements are reported using the current financial resources measurement focus (flow of current
financial resources) dnd the modified accrual basis of accounting. Accordingly, the
accompanying statement of revenues, expenditures and changes in fund balances (deficits)
govemmental funds, reports changes in lhe amount of financial resources available in the near
future as a result of transactions and events of the fiscal year repoted. Therefore, revenues are
generally re.cognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current fiscal year or soon enough thereafter
to pay liabilities ofthe current fiscal year.
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For this purpose, the Municipality considers most revenues to be available if collected generally
within 90 days after June 30, 201I, excepr for propeny hxes for which rhe availabiliry period is
60 days. Revenue sources not meeting this availability criterion or collected in advance are
recorded as deferred (eamed and unavailable) revenues at June 30, 2011.

The principal revenue sources considered susceptible to accrual include prope(y taxes, municipal
license taxes, sales and use taxes, construction excise taxes, intergovimmental grants and
conlributions, inlerest on deposits and charges for services, These principal revenue sources meet
both measurabilily and availability cdteria in the accompanying govemmental fund financial
statements, except for amounts recorded as deferred (eamed and unavailable) revenues.

h a manner similar to the GWFS, but subject to and limited by the availability criteria discussed
previously, all revenues, expenses, gains, losses, assets and liabililies resulting from exchange
and exchange-like transactions are also generally recorded when the exchange tales placi.
Accordingly, certain charges for services and miscellaneous revenues are recorded as rcvenues
when collected because they are generally not measurable until actually received.

All revenues, expenses, gains, losses and assets rcsulting from non-exchange lransactions are
recorded in a similar manner to the GWFS, using the previously discussed criteria set forth by
GASB No. 33 for non-exchange transactions, but subject to and limited by the availability criteria
discussed above. Accordingly, property tax and municipal license tax receivables are also
generally recorded in the fiscal year when an enforceable legal claim has arisen while propeny
tax and municipal license tax revenues (net of amounts considered not collectible) are also
generally recorded in the fiscal year when resources are required to be used or the first fiscal year
that the use ofthe resources is permitted. Receivables and revenues from federal and state Brants
and contribulions, donations and entitlements are also generally recorded when all eligibiliry
requirements imposed by the provider have been met (generally, as qualifying reimbursable
expenditures are incured for expenditure-driven gmnts).

Interest on deposits is recorded when eamed only ifcollected within 90 days after the fiscal year
end since these revenues would be considered both measurable and available.

Pursuant to the provisions of GASB Interpretation No- 6. Reco|nition and Measurenent of
Ceflain Liabilities and Expenditures in Gowrnnental Fund Financial Statements (GASBI No.
6), in the absence of an explicit requirement (i.e-, the absence of an applicable modification,
discussed below) the Municipality generally accmes a govemmental fund liability and an
expenditure (including salaries, professional services, supplies, utilities, etc.) in (he period in
which the govemment incurs the liability, to the extent that these liabilides are normally expected
to be liquidated with current available financial resources. GASBI No. 6 modified the
recognition criteria for certain expenditures and liabilities reported under the modified accrual
basis of accounting pior to GASB No. 34, and clarified a number of situations in which the
Municipality should distinguish between govemmental fund liabilities and general long-term
liabilities. Therefore, the accompanying balance sheet - govemmental funds generally reflects
assets that will be convened into cash to satisfy current liabilities. Long{erm assets (except for
accounts rcceivables and inter-fund advances) and those assets that wili not be converted into
cash to satisfy current liabilities are generally not accounted for in the accompanying balance
sheet - govemmental funds. At the same time, long{erm liabilities (generally, those unmatured
that will not require the use of current flnancial resources to pay them) are not accounted for in
the accompanying balance sheet - govemmental funds.
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Modifications to the accrual basis ofaccounting in accordance with GASBI No. 6 include:

. Principal and interest on bonds payable are recorded when they mature (when payment is
due).

Notes payable, obligations under capital leases, compensated absences, and amounts subject
to accrued claims and judgments under litigation e recorded only when they mature (when
Payment is due).

Certaio accrued liabilities not due and payable or not normally expected to be liquidated with
current available and expendable ilnancial resources are recorded in the accompanylng
statement of net assets. Such liabilities are recorded in the governmental funds whin thev
mature.

. Executory purchase orders and contracts are recorded as assignments of fund balance in the
govemmental funds FFS.

The measurement focus of the govemmental funds financial statements is on decreases of net
financial resources (expeflditures) rather than expenses, Most expenditures are measurable and
are recorded when the related govemmental fund liabiJity is incurred. Allocation ofcosts, such as
depreciation and amorlization, .rre rccorded in the accompanying statement of activities and the
stalement of revenues, expenses and changes in fund net assels, but are not rccorded in the
accompanying govemmental fund fi nancial statements.

f) Stevardship, Compliance and Accountabilig

Budsetarv Control

According to Law No. 81. the Mayor and its Administrative Cabinet prepare annual budgets each
fiscal year for the Municipality's general fund and debt service fund. Such legally adopted
budgets are based on expected expendilures by program and esrimated resources by source. The
annual budgets are developed using elements of performance-based prognm budgeting and zero
based budgeting, and include estimates of revenues and other resources for the ensuing fiscal year
under laws and regulations existing at the time the budgets are prepared.

The Mayor must submit, for each fiscal year commencing on July l, an annual budgetary
resolution project (the hojeco to the Commissioner of Municipal Affairs of the Commonwealth
(the Commissioner) and the Municipal Legislature no later than the immediately preceding May
31. The Commissioner preliminarily verifies that the Project complies wirh all rhe applicable
laws and regulations and may provide comments and suggestions to the Mayor on or before the
immediately preceding lune 15.

The Municipal Legislature has 10 business days, up to the immediately preceding June 13, to
discuss and approve the Project with modifications. The Municipal Legislature may amend the
budgets submitted by the Mayor but may not increase any items so far to cause a deficit without
imposing taxes or identifying other sources of revenue to cover such deficit. Afrcr the Municipal
Legislature modifies and preliminarily approver the Project, the modified Project is sent back to
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the Mayor for his approval or rejection within six (6) days. The Mayor may decrease or eliminate
any line item but may not increase or insen any new line item in the budgets. The Mayor rnay
also veto the blrdgets in their entirety and retum it to the Municipal Legislature with his
objections. If the Mayor rejecrs the Proje.r, rhe Municipal Legislarure will have up ro eight (8)
days to adopt or reject the recommendations or objections of the Mayor. The approved project is
sent again to the Mayor, which then would have three (3) days to sign and approve it.

If the budgets are not adopted prior to the end of the deadlines referred to above, the annual
budgets for the preceding fiscal year, as approved by the Irgislature and the Mayor, are
automatically renewed for the ensuing fiscal year until the Municipal Legislature and the Mayor
approve new budgets. This regulation permits the Municipality to continue doing payments for its
operations and other pur?oses until the new budgets are approved_

The annual budgets may be updated for any estimate revisions as well as fiscal year-end
encumbrances, and may include any additional information requested by the Municipal
Legislature. The Mayor may request subsequent amendments to the approved budgets, which are
subject to the approval ofthe Municipal Legislature.

The Municipality's Department of Finance has the responsibility to ensure that budgetary
spending control is maintained. For day-toiay management control purposes, expenditures plus
encumbrances may not exceed budgeted amounts at the expenditure-type level of each cost center
(activity within a program within a fund). The Mayor may transfer unencumbered appropriations
within programs within funds. The Municipal Legislature may transfer amounts among prugrams
within and among funds.

The legal level of budgetary control (i-e., the level at which expenditures rnay not legally exceed
appropriation) is at the functior/progam level (general govemment, urban and economic
development, public safety, health and sanitation, culture, recreation and education, and pubtic
housing and welfare) within a fund.

Under the laws and regulations of the Commonwealth, the appropriations made for any fiscal
year shall not exceed the total revenue, including available surplus, estimated for said fiscal year
unless the imposition oftaxes sufficient to cover said appropriations is provided.

Budqetary Accounting

The Municipality's annual budgets are prepared using the budgetaty (statutory) basis of
accounting, which is not in accordance with GAAP.

According to the budgetary basis of accounting, revenue is generally recorded when cash is
received. Short-term and long-term bonowings may be used to finance budgetary excess of
expenditures over revenues.

The Municipality uses encumbrance accounting to record the full amount of purchase orders,
conracts and other conmitments of appropriated resources as deductions from the appropriation
prior to actual expenditure. In the govemmental funds, encumbrance accounting is a significant
aspect of budgetary control. Accordingly, expenditures are generally recorded when the related
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expenditure is incurred or encumbered. Available appropriations and encumbrances are
established to lapse one fiscal year after the end ofihe fisial year. Amounts required to settle
claims and judgments against the Municipality, and certain other liabilities, are not recognized
until they are encumbered or otherwise processed for payment. Unencumbered appropriadons
and encumbrances lapse at fiscal year-end. Other appropriations, rnainly capital 

_projects

appropriations, are continuing accounts for which the Municipal L€gislature has authorized that
an unspent balance from the prior year be carried forward and made available for current
spending.

The accompanying budgetary comparison schedule general fund provide information about the
general fund ald debt service funds' original budgets, its amendments, and the actual results of
operations of such major govemmental fund under the budgetary basis ofaccounting for the fiscal
year ended June 30, 2011. Further details of the Municipality,s budgetary control at the legal
level may be obtained from the Budgetary Liquidation Report for the fiscal year ended June 30,
2011.

Because accounting principles applied for the purposes of the developing data on a budgetary
basis differ significantly from those used to present the govemmental fund financial statements in
conformity with GAAP, a reconciliation of the differences between the general fund budge(ary
bases and GAAP actual amounls are presented at the bottom of the budgetary comparison
schedules.

g) Deposits

The Municipality's deposits are composed of: (l) cash on hand, (2) demand deposits in
commercial banks, (3) demand deposits in the Govemment Development Bank for puerto Rico
(fiscal agent) and (4) cash equivalents in commercial banks.

The Municipality follows the pmctice of pooling cash. The balance in the pooled cash account is
available to meet curent opemling requirements and any unrestricted excess, ifany, is invested in
certificates of deposit with commercial banks. Any deficiency in the pooled cash account is
assumed by the geneml fund and covered through future budgetary appropriations. At June 30,
201l, the cash available in the pooled cash account amounted to $3,054,698. which has been
recorded withiD major and non-major govemmental funds.

Under the laws and regulations of the Commonwealth, public funds deposited by the
Municipality in commercial banks must be fully collateralized for the amounls deposited in
excess of the federal depository insurance generally provided by the Federal Deposits Insurance
Corporation (FDIC). An securities pledged as collateral are held by agents designated by the
Commonwealth's Secretary ofthe Treasury, but not in the Municipality's name.

Cash in comrnercial banks and cash in fiscal agent of the special revenue firnd - federal grants,
amoundng to $864,505 and $253,466, respectively, represents the balance of interest bearing and
non-interest bearing accounts restricted to fmance the opmtions of certain federal financially
assisted Programs.

Cash in commercial banks and cash in fiscal agent ofthe general fund amounts to 91,536,005 and
$257,834, respectively, represents the balance of interest bearing and non-interest bearing
accounts for operating expenditures,
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Cash in cornnercial bank and cash in fiscal agent in the capital project fund _ state and local
grants, amounting to $2,693,916 and $5,879,389, respecrively, consisls principally of the balance
of interest bearing and non-interest bearing accounts related to state and local grants, and unspent
proceeds of bonds, which are restricted for the acquisidon, construction or improvement of mijor
capital assets.

Cash in fiscal agent in ihe debt service fund consists of cash related to prope(y tax and sales and
use tax colleclions amounting to $3,268,528 which are restricted for the payment of the
Municipality's debt service ofbonds payable, as required by law.

Cash in commerciai bank and cash in fiscal ageni in the other govemmental funds, amounting to
$523.222 and $407,601, respectively, represents the balance of interest bearing and non-interesr
beadng accounts, and unspent proceeds ofbonds, which are restricted to finance the operaiions of
certain federal, state and local funded programs.

Accounts Receivable

Accounts receivable consist of all revenues eamed but not collected at June 30, 20 I I . These
accounts receivables are stated net of estirnated reserved for doubtful accounts, which are
determined based upon past collection experience, historical trends, curren( economic conditions
and the periodic aging ofaccounts recerrable.

Activities among govemmental 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
curent portion of inter-fund loans) or "advances lo/from other funds" (i.e., the non-currenr
podon of inter-fund loans), as applicable. All other outstanding balances between funds are
reported as "due tolfrom other funds."

Other Currenl Assets

Other current assets in the accompanying statement of net asse(s and the balance sheet -
govemmental funds consist principally of prepaid cos(s, which are capitalized rather that charged
to operations.

j) Capital Assets

Capital assets used in govemmental activities include land and land improvements, buildings,
stnrctures and building improvements, machinery and equipment (including equipment held
under capital leases), fumiture and fixtures, Iicensed vehicles, construction in progress, and
infrastructure. These assets dre capitalized and reporred in rhe accompanying starement of net
assets and the statement of net assets proprietary fund. Infrastructure assets are generally
stationary in nature and include roads, bridges, streets and sidewalks, drainage systems and other
similar assets.

For financial reporting purposes, the Municipality defines capital assets as assets with an
individual cosr basis of $100 or more at rhe date of acquisition, construction or improvement, and
wirh useful lives extending beyond one year. A1l assets with individual cosrs under gl00 or with
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useful lives not exceeding one year, are charged directly to expense in the govemment wide
statement of activities and the statement ofrevenues, expenses and changes in f;nd net assets, In
the govemmental funds, all capital assets are recorded as expenditures in the corresponding
function/program identified with the asset.

In the statement of net assets and the statement of net assels, all capital assets e recorded at cost
or estimated historical cost if actual cost was unavailable, except for donated capital assets, which
are recorded at their estimated fair value at the date ofdonation. Estimated historical costs based
on deflated curren! costs were used to value a portion ofthe infrastructure constructed or acquired
prior to June 30, 2003 and certain lands, buildings, srructures and building improvements. The
method used to deflate the current costs with an approximate price index was used only in the
case of certain items for which the historical cost documentation was not available. Actual
historical costs were used to value the infrastructure acquired or constructed after lune 30. 2003
as well as, construction in progress, machinery and equipment and licensed vehicles acquired
prior or after such date.

Major outlays for capital assets and improvemenls are capitalized in the statemenl of net assets as
projects are constructed. The costs of normal maintenance and repairs that do not add value to
the asset or materially extend capital asset lives are not capitalized.

Depreciation and amortization expense is recorded only in the govemmenFwide statement of
activilies. However, there is no depreciation or amortizalion recorded for land and constrxction
in progress. Depreciable capital a\sets are generally depreciated or amortized over their
estimated useful lives under the straight line method, except for machinery and equipment held
under capital leases which is depreciated over the shorter of its estimated useful life or the lease
term. The estimated useful lives of major capital asset categories are:

Years
Building and site improvements
Infrastructure
Work of art
Vehicles
Fumiture and fixtures
Machinery and equipment

50
50
l0
7

51()20
5to20

Depreciation and amortization expense of capital assets is recorded as a direct expense of the
functior/program specifically identified with the asset. Depreciation and amonization of
infrastructure is not allocated to various functions/programs but reponed as direct expenses ofthe
urban and econonxc development funclion,

k) Defened Revenues

In the govemmental fund financial statements, deferred revenue arises when one of the following
situations occur:

. Potential revenue does not mee( both the "measurable" and '.available,, criteria for revenue
recognition in the current period (reporred as "eamed arul navaihble reyenue" in the
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accompanying Statement of Net Assets). As previously discussed, available is defined as due
(or past due) at June 30, 2011 and collecred wi6in 90 days (60 days for property taxes)
thereaf(er to pay obligations due at June 30. In subsequent periods, when both criteria
(measurable and available) are me!, the liability for deferred revenue is rcmoved and revenue
is recognized.

. The Municipality receives resources before it has a legal claim to them (reported as
"unetTrned retenue" in the accompanying Statement of Net Assets). In subsequent periods,
when the revenue recognition criterion is met, the liabiiity for deferred revenue is removed
and revenue is recognized.

Uneamed revenues at the govemmenlwide level arise only when the Municipality receives
resources before it has a legal claim to them (reported as "unearned revenue,, irt the
accompanying statement of net assets). No "eamed and unavailable reyenue" is accot)fied fot
in the accompJnying \lalement of nel as(ets.

Co pensaleil Abserrces

The liability for compensated absences recorded in the accompanying statement of net assets is
limited to leave that: (l) is attributable to services already rendered on or before June 30.2011
and (2) is not contingent on a specific event that is outside the control of the Municipality and the
employee (such as illness). Compensated absences that relate to future services or are contingent
on a specific event outside the control of the employer or lhe employee are accounted for in the
period when those services are rendered orthose events take place.

The liability for compensated absences includes salary-related costs, which are directly and
incrementally related to the amount of salary paid to the employee (such as employer's share of
social security taxes and medicare taxes),

The vacation policy of the Municipality provides for the accumulation of regular vacations at a
rate of 2.5 days per month (30 days per fiscal year) per employee. Employees accumulate regular
sick leave at a rate of 1.5 days per month (18 days per ftscal year)_ Employees accumulate
compensatory time at a rate of 1.5 times the overtime worked. All vacation and sick leave days
accumulated by employees in excess of 30 days and 90 days, respeclively, are paid to employees
each fiscal year, if not consumed, as required by law. [n the case of compensatory time, the
excess of 240 hours is paid to employees each fiscal year, if not consumed.

Upon termination ofemployment, an employee receives compensation for all accumulated unpaid
regular vacation leave at the current rate. In the case of regular sick leave, if the employee
terminates his or her employment before reaching lO years of services, such regular sick leave is
not paid to the employee, if not consumed. In addition upon termination of employment, an
employee does no( receive compensation for compensatory time, if not consumed previously,
After l0 years of services, any regular sick leave balance is paid to the employee. Accumulated
vacation time is fully vested to the employee at any time.
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The liabiliry for compensated absences is in the statement of net assets. A liabilitv for
compensated absences is reponed in the govemmenlal fund financial statements only when
matured (when payment is due), for example, a-s a result ofemployee resignations or redremenrs.

m) In g4erm Debt

The long-term liabilities repofled in the accompanying statements of net assets include the
Municipality's bonds payable, notes payable, obligations under capital leases, accrued
compensated absences and accrued legal ciaims andjudgments.

Al1 long-term debt to be repaid from governmental resources is reponed as liabilities in the
accompanying statement of net assets. In the govemmental fund financial statements. the face
amount of debt issued (gross debt proceeds) is reported as other financing sources when issued.

Non-interest bearing notes payable are accounted for under the provisions of Opinion No. 21,
Interest on Receiyables aru) Payables, isted by the AccoLrnting principles Board (ApB No. 2l).
According to APB No. 21, the Municipality has recorded such notes at present value with an
imputed interest rate that approximates the rate that would have been used, using the same terms
and conditions, if it had been negotiated by an independent lender. In the accompanying
statement of net assets, such notes payable are reported net of the applicable unamortized
discount, which is the difference be(ween the present value and the face am;unt of the notes.

n) Accounting Ior Pension Costs

On July l, 2007, the Municipaliry adopted rhe provision of GASB Srarement No. 50. pension
Dlsclosrres (GASB No. 50), which amended GASB Srarement No. 2?, Accounting for pensions
by State a d lncal Goyemment Emplolers (GASB No. 27) rcquiring disclosure of how the
contractually required contribution rate is determined by govemments participating in muld_
employer cos!sharing pension plans.

For the purpose of applying rhe requiremenrs of GASB Starement No. 21, AccountinT for
Pensions b! State and Incal Goyemment Enployers (GASB No. 27), as amended, rhe srare
governmenl of the Commonweahh of Puerto Rico is considered to be the sponsor of the
Employees' Retirement System oflhe Govemment of puerto Rico and Its Instrume;talities (ERS)
and System 2000, a multi-employer cost-sharing defined 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, ofthese retirement systems ;ince
the majorjty of the participanls in the aforementioned pension trust funds are employees of the
Commonwealth of Puerto Rico and the basic financial statements of such retirement systems are
part of the financial reporting enrity of the Commonwealth of puerto Rico. Accordingly, no
portion of the net pension obligation (NPO) related to ERS has been allocated to the Municipality
in the accompanying basic financial statements. The basic financial stalements of the
Commonwealth of Puerto Rico report the total amount of the net pension obligation of ERS,
including any amount that may correspond to the Municipality.

The Municipality accounts for pension costs from the standpoint of a pMicipant in a multiple
employer coslsharing plan. Accordingly, pension costs recognized in the accompanying bisic
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financial statements are equar to the statutorily required contributions, with a liabilitv recorded for
an) unpaid required conlnburions.

Risk Mandgement

The Municipality caries cornmercial insurance covering casualty, theft, tort claims and other
Iosses. Insurance policies are negotiated by the Commonwealth,s Department of Treasury (he
Department of Treasury) on behalf of all municipalilies of puerto Rico. The Depaflment of
Treasury pays the insurance premiums on behalf ofthe Municipality and then is reimbursed each
fiscal year through monthly equal payments deducted from the Municipality,s gross propeny rax
collections made by the Municipal Revenue Collection Center (..CRIM,,. by its Spanish
acronym), a govemmental entity responsible for billing and collecting prope(y taxes on behalf of
all municipalities of Puerto Rico.

The Municipality carries insurance coverage for death and bodily injuries caused by automobile
accidents. This insurance is obtained through the Aulomobile Accidents Compensarion
Administration (ACAA, by its Spanish acronym), a component unit of the Commonwealth. This
insurance is compulsory for all licensed vehicles used on public roads and highways in puerto
Rico. The annual prernium applicable at June 30, 2011 is $35 per licensed motor vehicle, which
is paid direcrly to ACAA.

The Municipality obtains workers' compensation insurance coverage through the State Iosurance
Fund Corporation (SIFC), a component unit of the Commonwealth. This insurancc 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. Workers, compensalion
insurance premiums are also paid through monthly deductions made by CRM from the
Municipality's goss property tax collections.

The Municipality obtains unemployment compensation, non-occupational disability, and drivers,
insurance coverage for its employees through various insurance programs administered by the
Commonwealth's Department of Labor and Human Resources (DOL). fiese insurance programs
cover workers against unemployment and provide supplementary insurance coverage for
temporary disability, or death because of work or employment related accidents or because of
illness suffered as a consequence of their employment. Unemployment compensation, non-
occupational disability and drivers' insurance premiums are paid directly to DOL on a cos(
reimbursenEnt basis.

The Municipality also obtains medical insurance coverage from a health insumnce company for
its employees. Different health insurance coverage and premium options are negotiated each year
by the Municipality. The current insurance policies have not been cancelled or rerminated at June
30, 2011. Premiums are paid on a monthly basis directly to the insurance company. In the past
three years, the Municipality has not settled claims that exceeded insurance coverage.

Fund Balances

On July l, 2010, the Municipality adopted the provisions of GASB Sratemenr No. 54, FLnd
Bdldnce Reporting and Goremmentdl Fund TJpe Delinitions No. 54 (GASB No. 54). GASB No.

p)
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5.1, which enhanced the usefulness of fund balance information by providing clearer fund balaace
classifications that can be more consistently applied. Also, this statiment esiablishes fund balance
classifications that comprise a hierarchy upon use of the resources reported in govemmental
funds.

Pursuant to the provisions of GASB No. 54, the accompanying GFFS report fund balance
amounts that are considered restricted, committed, assigned, and unassigned, bised on the relative
strength of constraints that control how specific amounts can be spent. The Municipality has
recorded the following types of fund balance classifications in the govemmental funds:

. Xeslrx:cred - Represent resources thar can be spent only for the specific purposes stipulated by
constilutional provisions, extemal resource providers (extemally imposed by creditor or
grantors), or through enabling Iegislation (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.

. Commilted Represent resources used for specific purposes, imposed by formal action ofthe
Municipal's highest level of decision making authoriry (Municipal Legislaore through
resolutions and ordinances) and can only be changed by a similar law, ordinance or
resolution, no later than the end offiscal ye6r.

. A.rsigrred - Represenl resources intended to be used by the Municipality for specific purposes
but do not meet the cdteria to be classified as restricted or committed (generally executive
orders approved by the Mayor). Intent can be expressed by the Municipal l_egislature, the
Mayor or by an official or body to which the Municipal trgislature delegates authority in
conformity with the Law No. 8l of August 30, 1991, as amended, known ns Autonomous
Municipsliries Act of the Commonweahh of Puerto jRico (Act No. 8l). In govemmenral funds
other than the general fund, assigned fund balance represents the remaining amount that is not
restricted or commitled.

. Unnssigned Represent the residual classification for the Municipality,s general fund and
includes all spendable amounts not contained in the other classifications. In 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 is restricted. committed
and assigned fund balance classifications have been reclassified to unassigned fund balances.

The Municipality repo(s resources constmined to stabilization as a specified purpose (restricted
or commi$ed fund balance in the general fund) only if: (l) such resources meet the other criteria
for those classifications, as described above and (2) the circumstances or conditions that signal
the need for stabilization ate identified in sufficient detail and are not expected to occur routinely.
However, the Municipality has no! entered into any stabilization-like ar,mgements, nor has set
aside material financial resources for emergencies and has not established formal minimum fund
balance amounts as of and for the fiscal year ended June 30, 2011.
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Wlen an expenditure is incurred for purposes for which amounts are available in multiple fund
balance classifications, the Municipality uses restricted resources first, and then unrestdc(ed
resources. Within unrestricted resources, the Municipality generally spends committed resources
first, followed by assigned resources, and then unassigned resources.

I r.t e r -f u nd A c tiv iti e s

The Municipality has the following types of reciprocal and non-reciprocal inter_fund activities
recorded among governmental funds in the accompanying GFFS :

. Intcr-fund loans - Reprcsent resources (assets) prcvided by one govemmental firnd to other
govemmental fund with a requirement and commitment for repayment (reimbursement),
which are recorded as "due from" in the lender govemmental fund and .,lxe ,a,, in the
borrower govemmental firnd. For amounts no( expected to te collected, inter,fund
receivables/payables are reduced to their estimated realizable (settlement) value. and the
portion of the inter-fund loan that is not expected to be repaid is reported as a -transfer-in-
from the governmental furd that provided the loan.

. Inter-fund bansJers (tru sfers-in/(out)) -Represent flows of assets (permanent reall@ation
of financial resources among govemmental funds) without equivalent flows of assets in
retum and without a requirement for repayment. Tmnsfers are reported as,,otherlinancing
r6es" in the governmental fund making transfers and as ,,other 

financifiR sources" in the
govemmental fund receiving transfem.

. lntcr-fund reimbunements - Represent repayments (reimbursements) from the
govemmental fund responsible for particular expenditures or expenses to the govemmental
fund that initially paid for them.

In the GFFS, inter-fund activity has not been eliminated, as permitted by GAAP.

Use of Estimates

The prepamtion of the accompanying basic financial statements in conformity with GAAP
requires management to make significant estimates and assumptions that affect the reported
amounts of assels and liabilities, the disclosure of contingent assets and liabilities at the date of
the basic financial statements, and the repo(ed amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Fuhrre Adoptiot of Accountirrg Pronouncefients

The GASB has issued the following standards that have effective dates after June 30, 20lli

. GASB Statement No. 57, Fund OPEB Measurements b! Agent Emptoters and Agent Muhipte-
Employer Plans (GASB No. 57). The objective of rhis Statemenr is ro address issues relared ro
the use ofthe altemative measurement method and the frequency and timing of measurements
by employers that participa(e in agent multiple-employer other postemployment benefit
(OPEB) plans (that is, agenr employers).. : The provisions of Sratement No. 57 relared ro rhe

s)
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use and reporting of the altemative measurement method are effe.tive irunediately. The
provisions related to the frequency and timing of measurements are effective for actuarial
valuations first used to report funded staos information in OpEB plan financial statements for
periods beginning after June 15, 2011.

. GASB Statement No. 60, Accou ring and Financial Reporting fu Semice Concession
Arrangements (GASB No. 60). The objective of rhis Sraremenr is ro improve financial
reporting by addressing issues related to service concession arrangements (SCAS), which are a
type of public private or public-public partnership._ This Staremenr is effective for periods
beginning after December 15,2011.

. GASB Statement No.6l,The Financial Reportinq Entit!: Onnibus---an amenilnent of GASB
Statenents No. ll and No. 34 (GASB No. 6l). The objecrive of rhis Sratemenr is ro impro\,e
financial reporting for a govemmental financial reponing entity_ The rcquirements of
Statement No. 14, The Financial Reporting Entitt, and the related financial reporting
requirements of Statement No. 34, Easic Financial Stutements ani! Management's
Discussion and Arulysis-for State and L:cal Goyernments, were afierded to better meet user
needs and to address reporting entity issues that have arisen since the issuance of those
Statements. This Statement i s effective for periods beginning after J une I 5, 2012.

. GASB Statement No. 62, Co.lifcation of Accounting aru| Financiat Reporting Gutuiance
Contained in Pre-Novenber 30, 1989 FASB and IACPA Pronouncements. The objective of
this Statement is to incorporate into the GASB's authoritative literature certain accounting and
financial reporting guidance that is included in the following pronouncements issued on or
before November 30, 1989, wich does not conflict with or contradict GASB pronouncements;
1) Financial Accounting Standard Board (FASB) Statements and interpretations, 2)
Accounting Principles Boad Opinions, 3) Accounting Research Bulletins of the American
Institute ofCertified Public Accountants' (AICPA) Committee on Accounting hocedure. This
Statement is effective for periods beginning after December 15, 2011.

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

2. Deposits

The Municipality maintains its deposits in various commercial banks located in Pueno Rico and the
Govemment Development Bank for Puerto Rico (GDB). Proce€ds from all bonds and the funds
related to certain federal grant awards are required by law to be held with GDB.

On July l, 2004, the Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 40),
Deposit and Inyeshent Risk Disclosure, an Amerulment to GASB Statement No- J. This statement
requires that state and local govemments 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
fu1fill i1s obligations.

the risk that an issuer or other counterparty to an inves(ment will not
ln compliance with the laws and regulations ofthe Commonwealth, the
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Municipality has adopted, as its custodial credit risk policy, the Statemefit of lnt)estment
Ctidelines for the Govemment of the Comnonweabi of puerto Rico. Accordingly, the
Municipality is only allowed to invest its obligations of the Conmonwealth, obJigaiions of
the United States of America, certificates ofdeposit, commercial paper, bankers, ac-ceptances
or in pools of obligations of the Municipaliries of puerto Rico. uhich are managed by GDB.
According to the aforementioned investment guidelines, the Municipality is not allowed to
invest in marketable securities or any other type of investments for which credit risk exposure
may be significant. Therefore, the Municipality,s management has concluded that the credit
risk related to any possible loss related to defaults by commercial banks on the Municipality,s
deposil\ is considered low ar June l0.20ll

Interest 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: (l) nol including debt investments in its investments portfolio at
June 30, 2011, (2) limiting the weighred average maruriry of irs invesrmenrs rtperiods of
three months or less and (3) keeping mosl of its banlG deposits in inlerest bearing accounts
generaling interest at prevailinB market rates. At June 30, 2011, the interest rate risk
associated with the Municipality's cash and cash equivalent is considered low.

Custodial credit risk - In the case of deposits, this is the risk that in the event of a bank
failure, lhe Municipality's deposits may not be recovered. pursuant to the Statement of
Investnent Guidelines fot the Goyemment of the CL'mmonweatth of puefio Rico, rhe balances
deposited in cornmercial banks by the Municipality are insured by the Federal Deposit
lnsurance Corporation (FDIC), generally up to a maximum of $250,000 per depositor. In
addition, public funds deposited in commercial banks by (he Municipalily are tully
collateralized for the amounts deposited in excess of the federal depository insurance. All
securities pledged as collateral are held in the Municipality,s name by the agents of the
Commonwealth's Secretary of Treasury. Deposits of GDB, amounting to $10,066,818 at lune
30, 2011, are uninsured and uncollareralized. However, no losses related to defaults by GDB
on deposit transactions have been incurred by the Municipality through June 30, 2011. It is
management's policy to only maintain deposits in banks affiliated to FDIC to minimize the
custodial credit risk, except for GDB. Therefore, the Municipality's m:rnagement has
concluded that at June 30, 201l, the custodial credit risk associated with the Municipality,s
ca\h and cash equivalents is considered loll.

Foreim exchanqe risk This is the risk that changes in exchange rates will adversely affect
the value of an investment or a deposit. According to the aforementioned investment
guidelines, adopted by the Municipality, rhe Municipality is prevented from invesring in
foreign securities or any other types of investments for which foreign exchange risk exposure
may be significant. Accordingly, management has concluded that the foreign exchange risk
related to the Municipality's deposits is considered low at June 30, 2Oll.
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Cash and cash equivalents at June 30, 201l, are classified in the accompanying balance sheet
govemmental funds a follows:

Spp.i, Ernr aapnd pr+d {)lh.rce..Pl luDd - ted.mt rund sbb&
rund qhob tocslsmnb rmd rhd\ ToLl! t sF(rri 160.0I . bt .o4s
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253.466 5.379.139 r 16R 52i

s. o.3 o

3. Municipal License Taxes

The Municipality is authorized by Law No. 8l to impose and collect municipal license taxes to any
natural or legal person having tmde or business activities within the tenitory of Coamo. This is a
self assessed tax generally based on the business volume of taxpayers. measured by gross revenues.
The Municipality esrablishes the applicable rax rates. Ar June 30, 2011, rhe municipal license tax
rates imposed by the Municipality were l_50 percent for financial institutions and 0.50 percent for
other types of taxpayers. Any taxpayers that have been granred with a partial tax exemption under
any ofthe tax incentive acts ofthe commonwealth ultimately pay municipal license raxes at reduced
tax rates, generally between 60 percent and 90 percent under standard rates.

Each taxpayer must assess the corresponding municipal license tax by declaring the volume of
business through a tax retum to be filed and due five (5) working days after April 15 of each year,
based on the actual volume of business (revenues) generated in the preceding calendar year.
Taxpayers with a sales volume of g3 million or more must include audited financial statements with
their tax retum filings. The tax can be paid by the taxpayer in two equal installments due on July 15
and January 15, subsequent to the filing of the declaration before the due date ended five (5) working
days after April l5 of each year. The first installment of the tax covers the six-month period endea
December 31, subsequent to the filing date ofthe declaration, while the second installment ofthe tax
covers the six-month period ended June 30 of the subsequent calendar year. If a taxpayer elects to
pay the tax in full on rhe filing date of rhe declaration (five (5.) working days afrer April l5), a 5
percent discount is granted automatically on the total tax amount due.

Any Deferred Revenue collected in advance (that is, pertaining to a future fiscal year) are recorded
as deferred revenue in the GWFS and the general fund. Uneamed municipal license tax revenues
recorded in the accompanying GWFS and the general fund amounted to $?27,803 at June 30, 2011.
Those uneamed municipal license revenues colle.ted in advance pertain to the geneml fund,s
operating budget ofthe fiscal year 20l l-2012, therefore, generally cannot be used to pay obligations
of the fi scal year 201 0-20 I 1 .

The Deferred Revenue, recorded in the general fund at June 30, 201I, include municipal license tax
revenues of the hscal year 201 l-2012 amounting to g?2?,803. which were collecled in advance from
taxpayers between January and June,20ll (known in Spanish as..patente en Suspenso,,).
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4. Sales altd Use Taxes

The-Mxnicipaliry is authoriz€d by Law No. 7 ofJuly 4, 2006, as amended by Law No. 80 ofJuly
29, 2007, to impose and collect sales and uses taxes of one point five (1.5) perc;nt to substantially ail
producrs and services sold or provided wirhin the rc;itorial limirs ;f the Municipality. The
mentioned Laws establish the applicable tax rate.

At June 30, 201l, the municipal sales and uses tax rate imposed by the Municipality was 1.50, from
which the Municipality collect one (l) percent, and the pueno Rico Secretary oi the Treasury coJlect
the remaining point five (.5) percent without including food and food ingredienrs as defined in
Section 2301(a) ofthe Acr No. I07, on behalf of rhe Municipality.

The point five (.5) percent collected by the puerto Rico Treajury Department and belonging to the
Municipality ir is disrribured through rhree separare funds: municipal developmenr fund (upio.27o,
at the discretioo of the Municipality), municipai redemption fund (from .2q. b -4qa atthe discrction
of the Municipality) and municipal improvemenrs fund (.17o). The Municipaliry has elected to
resuict a ponion ofthe sales lax amounting .4Zo for the payment of long-term debt and is recorde.d in
the debt service fund. The remaining portion is recorded in the genenl fund since is availabre for
general operating purposes.

The tax collected by merchants during a given month is due and must be paid accompanied by a sales
and use tax retum to the Municipality and io the Puerto Rico Treasury Department on or before the
1oth day ofthe following monrh.

The resources collected by the Municipality due to this tax assessment will be used in local activities
like improvements in health services, improvements in the control and management of solid waste
disposai and recycling programs, public improvements, improvements of public safety, and
maintenance ofall public facilities ofthe Municipality.

The sales and use tax receivabre is recognized as revenue when it becomes measurabre and ava abre
base on actual colle.tion during the 30 days following the fiscal year-end related to sales and use tax
retums due before year end.

Sales and use tax receivable in the general and debt service funds at June 30. 2011, of $69,345 and
$42,080, respectively, represent actual collection during the 30 days following the fiscal year end
related to sales and use tax retums due before vear end.

5. Property Taxes

The Municipality is auihorized by Law No. 81 to impose and collect prope(y t&res from any narural
or legal person that, at January 1 ofeach calendar year: (1) is engaged in trade or business and is the
owner of personal or real property used in trade or business or (2) owns residential real property with
a value in excess of $15,000 (at 1957 estimated market prices).

On July 10, 2009, the Legislature of the Commonwealth of puerto Rico approved Law No. 37 for the
purpose, among others, to: (1) increase the real property assessed value by ten limes; (2) decrease the
real property tax rate by ten times; and (3) increase the exempl portion of real property tax form the
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firsl $15,000 of the assessed value to g150,000. These provisions are effective only fbr fiscal years
2OlO,20ll and,2012.

The Municipal Revenue Collection Center (CRIM, by its Spanish acronym) is a govemmental entity
not related to the Municipality which is responsible for the billings and colllctions of real and
personal prope(y taxes on behalf of rhe Municiparity and dI other municipaliries in rhe
Commonwealth of Pueno Rico. prior to the beginning oi each fiscal year, CRIM inibrms to the
Municipality the estimated amount of property til\es expecled to be collected for the ensuing hscal
year. Throughout the fiscal year, CRIM advances firndi (estimated collections) to the Muni;ipality
based on the initial estimated (forecasted) collection amounts for the fiscal year. CRIM is required by
law to prepare a settlement slatement on a fiscal year basis, whereby a comparison is made between
the amounts advanced to the Municipality and the property tax ;moums actually collected from
taxpayers on behalfofthe Municipality during the fiscal year. This settlement has to be completed on
a final basis not later than December 3l following the iscal year end. lf in any given fiscal yeaq
CRIM remits to the Municipality property tax advances that a;e less than the proieiry taxes actually
collected by CRIM on behaifofrhe Municipaliry, rhen CRIM will increase the amouni ofthe monthly
property tax advances during the next fiscal year. However. if a<lvances exceed the amount actualrv
collected by CRIM. then CRIM will reduce the amount of the monthly propeny tax advances durin;
the next fiscal year.

Personal propeny taxes are self-assessed by taxpayers every year using the book value of personal
property assets owned by the taxpayer at January I (assessment date) and reponing such taxable value
through a personal property rax retum filed on May 15 subsequent to the assessrient date. The total
personal property tax rate in force at June 30, 201 1 was 6.5 g percent (of which taxpayers pay 6.3 g
percent and the remaining 0.20 percent is paid by the Depa(ment of Treasury, as a subsidy).

Real property taxes are assessed by CRIM. The assessment on real property is made every Januafy I
and is based on estimated current values of the propeny, deflated to 1957 market prices. The total
real property lax rate in force at June 30, 2011 was 8.5g percent (of which g.33 percent is paid by
ta\payers and the remaining 0.20 percent is also paid by the Department of Treasury, as a subsidy).

Residential real property occupied by its owner (not engaged in trade or business) is exempt from
property taxes only on the first $15,000 of the assessed value (at 1957 market prices). For exempt
amounts, the Departmenl of Treasury assumes the payment of (he basic tax (4.00 p€rcent and 6.00
percent for penonal and real property, respectively), except for property assessed foiless than g3,500
(at 1957 market prices), for which no payment is made by the Depanment of Treasury.

According to Law No. 81, included within the total personal and real propeny tax ra(es of 6.5g
percent and 8.58 percent, respectively, there is a levy of an annual special tai of 1.03 percent of the

lssgs::d v4u9 of all real and personal propeny not exonerared from raxation. This special tax is
levied by the Commonwealth of Puerto Rico but is collected by CRIM. Collections of this special tax
are directly remitted by CRIM to the debt service fund of the Cornrnonwealth of puerto Rico. for the
payment of rhe general long-term debt of the state govemment.

In addition, included within the total personal and real property tax rates of 6.5g percent and g.5g
percent' respectively, there is a portion of the tax rate in the amount of L75 percenathat is restricred
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for the Municipality's debt service requirements of bonds. Such amounts are recorded in the
Municipality's debt service fund.

The portion of the property taxes recorded in the general fund is used to finance the operating
activities of the Municipality, including the payment of: (l) the insurance premiums acquired through
the Pueno Rico Department ofTreasury, (2) the monthly contributions to CRM, which are staotorily
required as the Municipality's share of CRIM's operaiing expenses, (4) statutory contributions to the
Puerto Rico Health Services Administration (PRHSA), as the Municipality,s share of the cost of the
public health insurance coverage provided to qualifying low-income cilizens, (5) certain notes
payable to CRIM and, (6) certain amounts due to certain agencies and component units of the
Commonwealth, which are recorded within intergovemmental payables in the accompanying GWFS
and GFFS. The 0.20 percent of unrestricted personal and real property taxes paid by the puerto Rico
Department of Treasury as a subsidy is recorded in the Municipality,s general fund.

The Additional Lottery System of the Commonwealth of puerto Rico (the Additional Lottery) is an
operational unit reported as an enterprise fund in the Commonwealth of puerto Rico's basic financial
statements, which currently operates several betting ahernatives to the citizens ofpue(o Rico. The
Additional Lottery is required every fiscal year to disffibute a ponion of its excess of revenues over
expenses:rs follows:

. Thirty five percent of its net eamings (defined as the excess of revenues over expenses less an
amount earmarked for the Fund for Rent and Home Improvement Subsidy Program for the Low-
Income Qualifying Elderly) is earmarked to the municipalities of the Commonweahh of puerto
Rico, of which a maximum of $26 million, on an annual basis, is distributed to the Municipal
Equalization Fund held by CRIM to cover operaling expenses and permanent improvements of
the municipalities.

. Ao additional amount not exceeding $t6 million, on an annual basis, is distributed to the
Municipal Equalization Fund, provided it is within the thirty-five percent corresponding to the
municipalities of the Commonwealth of Pue(o Rico. When the accumulated municipal
appropriations from the municipalities' Puerto Rico Health Reform are covered up to June 30,
199?, these resources will be assigned to PRHSA.

At June 30, 201l, property taxes receivable recorded in the general fund amounted to $152,020.

This Space Has Been Left Blank Intentionall!
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6. Intergovemmental Receivables and payables

Intergovemmental receivables and payables recorded in the accompanying GWFS and GFFS are as
follows:

M.jor Otner Tor.t
GoYermnbl go".llrenlal govellretrl,l

rutuL lunds fuds
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Pueno Rico Depanmd of hblic Works
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Govemnent Delelopm.r Bant for Pueno Rico
U.S. tlptue of Jusrice

Pueno Rico Oovmort Oifrce Eld€rty Offce
Pueno Rico Emrgency Mmageft Agency
US DepartrEnr of Agricultur
US Depanm ofrustice
Ptrdo Rico D€panndr ofEducdion
Puerio Rico covemo.'s Offie nm.ing Board Oftice
Pueno Rico AdministEtio aor Chil&En md Fanitis
Puerto Rico D€panmt of L$or
o|her lublic Housins Age.cies SEtio. 8 HCv

Toral inteEolem@ntal Eceivabtes

lnterqb-emtuntalpalabl.s:

Parrcll (gendal tund):
Pn no Rico Depd@ht of tibor

Irtilni6 (general tund):
Pneno Rico Aqueduct and Sewer Aurhority

Tobr i.€eovmm.rd payables

82.l,lrl

60,431

55,069

5l.l3 t

t8_580

r4_656

r r.388

I l.l7l

1,38.1

1,205

64,863

151,933

s 2t6356

64,368

15t,933

216_856 S 216 356

20.585 r02,925

63.839

60..181

55,0,69

5t.l3l
43..()5

38,580

14,656

1t,388

lt,lI
5,904

3.3U

1,205

$ 102,925

63,819

60,481

55,1169

5l,t8l
.13,405

18,530

14,656

I I,333

I I,t?l
5,90,1

4,646

3.38,1

I,205
- $-=52.10

$ 64.868

l5t_933

Intergovemmental receivables and payables represent the pending se$lements of the aforementioned
intergovemmental transactions.

This Space Has Been W Blank Inten ionally
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COMMONWEALTH oT PUERTO ITco
MUNICT,ALIY oT CoAMo

Notes lo Basic Financial Statements
Fiscal year Ended June 30. 2O1l

Inter-fund Transactions

The composition of inter-fund balances at June 30, 20ll and for the fiscal year then ended is as
follows:

Crpn
lutrd p.oje.i aund -led.mr sbk & tmd

Orh.r Tot l
aov.me !llunds fnnds

148.43

187.265

2l0.tm

Majoi Eolrmmenral funds

SDe.rl rtvenue lirnd federal grmr
Capirrl poecr lirnd naG & lmatCra

Non-.tajd loEmmenrat funds

$

2l0,lm
--3I45604-

Major sovemmral funds:

The principal purposes of inter-fund receivables and payables are:

. Recognize in the general fund the outstanding balance ofthe loans granted to special revenue
fund - federal granE ($748,243), capital projecr fund state and local grants ($3g7,265), and
non major firnds ($210,100) to temporarily cover the payroll and other operating costs of
several federally and state funded programs.

The principal purposes of inter-fund transfers are to:

. Male a routinary transfer of resources, amounting to $39?,870, from the general fund to the
debt service fund to cover the principal and interest payment on certain bond. These debt
service payments were rnade on January and July 2011.

Inter-fund receivables and payables represent the pending settlements ofthe aforementioned transfers
at June 30. 2011.

This Space Has Been I*Jt Blank Intentionalll
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C0MMoNWEALTH oF PUERT0 RICo
MUMCIPALnY oF CoAMo

Notes to Basic Financial Statements
Fiscal year Ended June 30. 201 I

Capital Assets

Capital assels activity for the fiscal year ended June 30, 201l:

a ) Covc rn me n lal Ac tivitie s

lie,l y@r Addiiio6

Capilal 6*c. not being depEcialed:

Connrodion in prcge$

lot l calnal assG. nol being d@Ecialed

Capit l aset, being depriared:
Buildings. stoctuEs. md imprcve@nr

Machinery and equipnot, d nnnlE

Tobl capir.l assds, being depBiated
Toral cost 6asis of epnal 6se1s

$ 4.1t0,878

4,1s4.@t 1,954.45,1

4,464.969 r.95d454 5,712_68,1

5.7t2,684

4.r r0,878

595,86r

li.7 I ll.,1l 0

t.216_l l6

1.631,206

5.712,684

l9t,t9l
43,111 238.108

L216.|6

1,181.141

$ '7,275,ss2

12t,445

661,139

2,46a.281

555.795

60.806

I12,889
212.961

t 00rrl51

37.514.309

$ 42,221,048

fiscal y@r

$ 7-831,147

182.151

712.978
2.502.934

3I,8.16.68r 5,946,986

Acamutared
depreciation
at bepinniDs

- of likl ve,r Addilio6

$ 40.1I I.650 ',1.90144n 5.992,0.12

Accumulaled deprecialior:
Buildings, structures, dd improvements

Machinery and equipment, md
fumiture and fixtures

Toral rcuinulated dePreciaion

4r,050
238,308

l1,249,510

Ne, capilar assers. govemDe ar activitie s t!:1Lz!14 _!.!3!I!, _lJ1?!!4 _!__lplL!!18

The Municipality did not have complete and accurate accounting records of capital assets at June
30. 201r

The infrastrrcture assets recorded in the accompanying statement of net assets for g1,033,g65
(net of accumulated depreciation of $182,251) do not include a substantial portion of the
Municipality's general infrastructure assets that were construcled or acquired by th; Municipality
from 1980 through June 30, 2011.

Several real property assets, including buildings, structures,land and land improvements have not
been recorded in the accompanying statement ofnet assets at June 30, 2011.

10.526,1)1 279.158
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COMMONWEAI,TH oF PUERTO RICo
MuNrctpALITy oF CoAMo

Notes to Basic Financial Statements
Fiscal Year Ended June 30. 201 I

General government
Public safety
Economic and urban development
Health and welfare
Community development
Public works
Culture. recreation. and education

Total depreciation and amonization expense

Deferred Revenues

At June 30, 201I, deferred revenues rccorded in the GWFS and
statements are as follows:

D^epreciation and amonization expense of govemmental acdvilies for the hscal year ended June
30, 2011 was charged to functions/progmms in the accompanying statement of activities as
follows:

$ 7r,268
68,918
79,181

21,595
293,2',70

458,684

$ 1,002,451

the governmental fund financial

InreBorenmenial er06

Tohl unemed rcvenues
Tokl delered revcnuds $ ?27.303 577,221

511,221

727.803

517.221
I

This Spdce Has Been laft Blank Intentionally
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C0MMoNWEALTH oF PUERTo RIco
MUNICIPALIY oF CoAMo

Notes to Basic Financial Statements
Fiscal Year Ended JuDe 30. 201 I

10. Long-Term Obligations

The general long{erm debt activity for the fiscal year ended June 30, 20ll is as follows:

Balanc..r lorosings
begimine of
fisdtdr lddnio6 fir.l yar

6?6,r0r

346.915

20,2',1-t

Cor.Mcntal utiritiet:

Ceneral md public obliedio sdal bo.d5

Municipal Revenue Colldim Cote.
tawNo.42 ofr uary 26.2000
Liw No. I46 of OEtob€r I l. 2ml -
Delinquot p@peny rd connts etd

tavNo.l,16 olOctobtr I l- 2ml llnd
hfomation Mmgenmt Slstem

Setlenor Siaremnt 2m8-201)9
Pneno Rico Reliehent System:

Fi.scing aslt€mnr ro pay COLA trd
special laws benefits

Puefto Rico Govemmnt Delelopmnl Br*
Une of cedil for conshctid of

afordable co nousing units

Totals fd govmenral &tivities

$ r7_939,000 305,OOO $ 20.564.q10 $ 752 3?52,910.000

1.162.329

s 20.5:s,27' 3:48rX3

14.161

16,520

38.814
129.)99

200,345

11,119

107,791 1,295,110

811,,133 922.979,852

690,868

163,445

59,091
t29.199

20o.345

15.695

16,520

2n.271-

--I8,jft
Histodcally, the general fund has been used to liquidate the notes payable to CRIM. the pueno Rico
Retirement System, compensared absences and any other long,lerm liabilities other than bonds.

a) Debt Limitalion

The Municipal Legislature is legally authorized to approve the contracting of debts of the
Municipality. Nevertheless, the laws and regulations of ihe Commonweahh oi puerto Rico also
provide that:

Direct obligations ofrhe Municipaliry (evidenced principally by bonds) are backed by rhe full
faith, credit and taxing power ofthe Municipality; and

Direct obligations are not to be issued by the Municipality if the amount of the principal of,
and the interest on, such bonds and bond anticipation notes (and on all bonds and;otes issued
th€reafter) which are payable in any fiscal year, together with any amount paid by the
Municipality in the preceding fiscal year on accounr of bonds or bond anticipation notes
guaranteed bJ the Municipality, exceed l0 percent ofthe total assessed value ofihe propeny
Iocated within the Municipality plus the balance of the ad valorem taxes in the deb; service
fund, for bonds payable and bond anticipation notes to be repaid with the proceeds of
proper(y taxes restricted for debt service.
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CoMMoNwf,ALTH oF PUERTo Iuco
MUNICIPALITY oF CoAMo

Notes to Basic Financial Staremenrs
Fiscal year Ended June 30, 201I

b) Bonds Payatrle

The Municipality issues general obligalion and public improvement serial bonds to linance the
acquisition, construction and improvement of capital assets, as well as, to finance certain
operating needs, including the payment to suppliers in cerlain circumstances.

The laws and regulations of the Cornrnonwealth provide that the Municipality,s public debt will
constitute a first claim on the available revenue of the Municipality. public debt is composed of
bonds payable. The good faith, credit and raxing power of rhe Municipality are irrivocably
pledged for the prompt payment of the principal and interest ofbonds.

As more fully described in Note 5, the Municipality levies an annual additional special proprty
tax of 1.75 percent of the assessed value of personal and real property. The proceeds of this
additional special tax are deposited in a sinking fund established at the Govemment Development
Bank for Puerto Rico, fiscal agent, whereby sufficient funds are sel aside to redeem the bonds
payable of the Municipality in minimum annual and semiannual principal and interest payments.
The collections ofthis special tax are recorded in the Municipality,s debt service fund.

As more fully described in Note 4, the Municipality impose and collect sales and uses taxes of
one point five (1.5) percent, of which the Municipality has elected to restrict a portion amounting
.47. for the payment of long-term bonds. The collections of this sales and use tax are recorded in
the Municipality's debt service fund.

For financial reporting purposes, the outstanding balances of bonds represent the total principal to
be repaid. Bonds payabJe is composed as follows at June 30, 2011:

General Oblisalien and Public lmprovement Bonds:

1995 serial bonds (face amount of $1,430,000) due in annual principal
installments ranging from $25,000 ro 9140,000; plus interesrs due in
semiannual installments at variable .ates (7.1qc at June 30, 2oll)
through July, l,2014.

1995 serial bonds (face amount of $235,000) due in annual principal
installments ranging from $5,000 to $30,000; plus inrerests due in
semiannual installments at variable fttes (6-23qa at June 30, 2011)
through July, 1, 2014.

1997 serial bonds (face amounr $300,000) due in annual principal
installments ranging from $5,000 to $30,000; ptus inreresrs due in
semiannual installments at variable fttes (5-94Va al June 30, 20ll)
through July, 1, 2017.

Outstanding
balance

$ 500,000

90,000

160,000
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CoMMoNwf,ALTTI of PUERTO RICo
NILNICIPALITY oT CoAMo

Noter to Basic Financial Statemcnts
Fiscal Year Ended lune 30, 201 l

1998 serial bonds (face amount $205,000) due in annual principal
installments ranging from $10,000 to $20,000; plus interests due in
semiannual installments at variable rates (5.94Ea at June 30, 2011)
through July l, 2013.

1998 serial bonds (face amount M05,000) due in annual principal
installments ranging from $5,000 to $40,000; plus interests due in
semiannual installments at variable fttes (4.1 at June 30, 2011)
through July 1, 2024.

2001 serial bonds (face amount of $2,015,0U)) due in annual principal
installments ranging from $30,000 to $165,000: plus interests due in
semiannual installments at variable ture. (4.47a at June 30, 2011)
through July 1, 2026.

2002 serial bonds (face amount of $810,000) due in annual principal
installments ranging from $15,000 to $60,000; plus interests due in
semiannual installments at variable raLes (4.4qc a( June 30, 2011)
through July l, 2027.

2004 serial bonds (face amount of $10.000.000) due in annual
principal installments ranging from $1,1,1,000 to $550,000; plus
interests due in semiannual installments at fixed rate of 67. through
ldy 1,2029.

2006 serial bonds (face amount of $310,000) due in annual principal
installments ranging from $5,000 to $30,000; plus interests due in
semiannual installmenls at variable rates (1.557. at June 30, 20ll)
through July l, 2031.

2006 serial bonds (face amount of $1,010,000) due in annual principal
installments ranging from $15,000 to $80,000; plus interests due in
semiannual installments at variable rates (1.557. at June 30, 20ll)
through July 1,2031.

2008 serial bonds (face amount of $370,000) due in annual principal
installments ranging from $5,000 to $35,000; plus interests due in
semiannual installments at variable rates (1.5570 at June 30, 2011)
through July l, 2032.

2008 serial bonds (face amount of $l,660,000) due in annual pnncipal
installments ranging from $20,0U) to $135,000; plus interests due in
semiannual installments at variable rates (1.557, at June 30, 2011)
through July 1,2032.

60.000

315,000

r,635,000

665,000

7,234,000

290,000

935,000

355,000

1.585.000
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CoMM0NWEALTH oF PT]ERTo RICo
MUNICIPALITY oF CoAMo

Notes to Basic Financial Statements
Fiscal Year Ended June 30,2011

2009 serial bonds (face amount of $910,000) due in annual principal
installments ranging from $15,000 (o $75,000; plus inreresrs due in
semiannual installments at variable fttes (1qc June 30, 2011)
through July l, 2034-

2009 serial bonds (face amount of $190,000) due in annual principal
installments ranging from $5,000 to $15,000; plus interests due in
semiannual installments at variable rates (1Ec at June 30, 2011)
throuBh July l, 2033.
2009 serial bonds (face amount of $1,317,000) due in annual principal
installments rarging from $21,000 to $112,000; plus inreresrs due in
semiannual installments at vdriable rates (1.557. at June 30, 20ll)
thrcugh July l, 2033.

2009 serial bonds (face amount of $791,000) due in annual principal
installments ranging from $10,000 to $66,000; plus inreresrs due in
semiannual installments at variable rutes (7.5E at June 30, 20lt)
through July 1, 2033.

2010 serial bonds (face amount of $705,000) due in annual principal
installments rmging from $10,000 to $60,000; plus interests due in
semiannual installments at variable rates ('7 -5q6 at June 30, 2011)
through July 1, 2034.

20ll serial bonds (face amount of $165,0q)) due in annual principal
installments ranging from $5,000 to $15,000; plus interests due in
semiannual installments at variable .ates (7.5qc at June 30, 2011)
through July l, 2035.

2011 serial bonds (face amount of $410,000) due in annual principal
installments ranging from $45,000 to $75,000; plus interests due in
semiannual installments a( variable tute\ (7.57a at June 30, 20ll)
through July l, 2017.
20ll sedal bonds (face amount of $260,000) due in annual principal
installments ranging from $5,000 to $25,000; plus interests due in
semiannual installments at variable .ates (7.5q. at June 30, 2011)
through July 1, 2035.

201I serial bonds (face amount of $2,095,000) due in annual principal
installmeDts ranging ftom $25,000 to $l?5,000i plus interests due in
semiannual installments at variable fttes (7.5qa at June 30, 2011)
through July 1,2035.

895,000

180,000

t,2'74.N0

766,000

695,000

16s,000

410,000

260,000

2,095,000

$ 20.564.000Total bonds payable
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Notes to Basic Financial Statements

Fiscal Year Ended June 30,2011

Variable interest rates on serial bonds are rcviewed periodically by GDB and are based on the

fluctuation of GDB'S weighted average rate for its commercial paper prograrn Under this

program, GDB issues commercial paper: (1) in the taxable and tax-exempt ma*ets of the United

ltaies of America, (2) in the Eurodollar market, and (3) to corporations having tax exemptions

under the Commonwealth's Industrial Incentives Acts and, which qualify for benefits provided by

the former Section 936 of the U.S. Intemal Revenue Code.

loterest expense on bonds payable amounted to $880,067 for the fiscal year ended June 30, 2011-

Annual debt service requirements of maturity for bonds Payable are as follows:

Fiscal year
ending

June 30,

2012
2013
2014
2015
20t6

2017 -2021
2022-2026
2027-2031
2032-2036

Totals

Principal

$ 752,835
801,835
849,835
894,835
764,835

4.t82,115
5.269,175
4,685,475
2,363,000

$ 20,564,000

1,106,075
1,278,t62
t,22s,949
r,170,108
l,ll'7,782
4,835,305
3,388,903
1,623,350

354,750

__l!.1!9i!4

1,858.9r0
2,M9,997
2,O7 5;781
2,064,943
1,882,617
9,017,480
8,658,078
6,308,825

Interest Total

2,1t',t,'750

$ 36,664,384

c) Notes PaJsble to Municipal Revenue Collection Center

The Municipality had the following notes payables to Municipal Revenue Collection Center

(CRM, by its Spanish acronym) at June 30' 2011:

. Act No. 42 - Act No 42 of January 26, 2000 was enacted to authori-ze CRIM io enter into a

finu:-;-ing agreement of uP to $200 million' for a term not exceeding 30 years The ftnancing

ugr"".""rt itto*. to. tt einancing of a debt that the municipalities of Pue(o Rico have with

i"Rtrtl, arising from the final settiements of property tax advances versus actual collections

through fisca'i year 2000. The amounts that (he municipalities will collect from the

aaJitilonat propeny taxes resulting from the increases in the subsidy from the Commonwealth

to the m.rnicipalitles are assigrred through this law to repay such loan The increase in this

subsidy was tire resr.rlt ofthe Public Law No 238 ofAugust 15' 1999'

In addition, on February 12, 2002, the Municipality entered into a repayment agreement with

COn *O'Cnru to p;y off the remaining $777'082 of excess of prope-ny tax advances

tt .ough fiscal year 2000 and 200 1 . CRIM retains the principal and interest from the property

iui uiu-"". of tn" rurnicipality The amounts retained by CRIM are remitted to GDB on

July I of each year through iuly 1, 2032 The repayment agreement bear's interesi at variable

iuii. a.t".-in"a ty cni. The outstanding priniipal balances of the note payable to CRM

amounted $676,101, at June 30, 201 l '
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Fiscal Year Ended June 30. 2011

. La$ No, 146 - Financine of delinouent propertv tax accounts sold - On September 24'

2002, CRIM, on behalf of the municipalities of Puerto Rico, entercd into a financing

agreement with GDB pursuant to the provisions of Law No. 146 of October ll, 2001, as

amended (Law No. 146). The purpose of this fiDancing agreement was to extinguish in

advance certain bonds payable issued by Public Finance Corporation (PFC), a subsidiary of
the Govemment Development Bank for Puerto Rico, which were originally issued to pay

certain propeny tax receivables owned by the municipalities of Puerto Rico through 1996,

which were acquired by PFC with recourse.

The original face amount of the note allocated by CRIM to the Municipality was $413,005,

for a term not exceeding 30 years. The note bears interest at 6.50 percent during its first five
years. Subsequently. from years 6 through 30, the loan shall bear variable interest at a rate

of 125 points over the 5 year LIBOR rate, which will be adjusted every five years During

the first five years of the note, cornmenced on July l' 2003, the Municipality shall pay only

interest, except for property tax receivables collections related to the transaction explained

in the above paragaph. which wiu be applied as principal payment to reduce the debt

balance. At thi end of the fiIst five years of the note, the repayment terms and conditions of
the note shall be renegotiated to allow the Municipality to pay the outstanding balance of the

note in equal installments of principal plus interest, through malurily. Interest payments on

this finaniing agreement are accounted for in the general fund. The outstanding principal of
the note payable to CRIM amounted to $346.925, at June 30, 2011

. Law No. 146 - Land Information Manasement Svstem (LIMS) On July 10, 2001, the

la,*i"ip"tit,r' .ttt*"a into a financing agreemen( with CRIM for the payment of the

Municipality's share of ihe cost of an ,niormation manlgement system acquired by CRIM

on beh;lf ;f all municipalities, for the management of a digital database of taxpayers

properties lo€ated in Pueno Rico. The face amount of the loan was $311,36? and bears no

inteiest. The note is payable in monthly installments of $3,480 through November 28' 2011'

The outstanding bal;nce of the note payable to CRIM amounted to $20,2'77, at June 30'

2011.

d) Notes Palable to Puerto Rio Govenment Developme t Bank (GDB)

o Line for ble cost units ction -On

-15, 

,0ll ,h" Mr-.,p"lrrl-bt"..d " 
line of credir (up ro $849,616) from the

Pueno Rico Govemment Deveiopment Bank to finance the conslruction of affordable cost

housing units. The line of credit ;vai lable balance used for the project' plus interest accrued'

will be payable with the proceed obtained ftom the sale of housing units to be constn'cted'

Aoy d"i.i.n.y will be paid with the general or debt service funds rcsources At June 30'

20l l. the balance of this line of credit amounted to $77.439.

This Space Has Been lzft Bltnk Intentionall!
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e) CompensdlcdAbsences

At June 30, 201l, the govemment-wide statement of net asse(s - govemmental activities includes
a liability amounting $1,295,110, of which $794,024 represents accrued sick leave benefirs, and
$501,086 represents accnred vacation trenefits, representing the Municipality,s commitment to
fund such costs from future operations.

ll, Employees' Retirement Systems

a) Pl^n Desciption

The Municipality's employees participate in the Employees' Retirement System of the
Govemment of Puerto Rico and its Instrumentalities (ERS), a cost-sharing multi-employer (as
related to the Municipality's reporting enriry) defined pension plan esrablished by the
Commonwealth. Substantially all full-time employees of the Cornrnonwealth and substantially
afl municipalities are covered by ERS under the rerms of Public Act No.147 of May 15, 1951, as
amended (Act No. 447). All regular and temporary employees of the Municipality become plan
members ofERS at the date of employment, while it is optional for officers appointed.

ERS memb€rs, other than those joining it after March 31, 1990, are eligible for rhe benefirs
described below:

o Retirement Annuiry

ERS members are eligible for a retirement annuity upon reaching the following age:

Policemen and firemen:
50 with 25 years ofcredited service
58 with I 0 years of credited service

Other employees:
55 with 25 years of credited service
58 with |0 years of credited se ice

ERS members are eligible for monthly benefit payments determined by the application of the
stipulated benefit ralios to the member's average compensation. Average compensation is
computed based on the highest 36 months ofcompensation recognized by ERS. The annuity,
for which a member is eligible, is limited to a minimum of $300 per month and a rna\imum
of75 percent ofrhe average compensation.

. Meit Anrruiry

ERS members are eligible for merit annuity with a minimum of 30 years or more of credited
service. The annuity for which the plan member is eligible is limited to a minimum of 65
percenl and a maximum of 75 percent ol the arerage compensalion.
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. Deferred Retiremenl AnnuitJ

A participating employee who ceases to tle an employee of the Municipality after having
accumulated a minimum of ten years of credited service qualifies for retirement benefits
provided his/her contributions are left in ERS until reaching 58 years of age.

. Coordinaled Plon

On the coordinated plan, by the time the employee reaches 65 years old and begins to receive

social security benefits, the pension benefits are reduced by the following:

(a) $165 per month, if retired with 55 years of age and 30 years ofcredited service.

(b) $ 1 10 per month, if retired with less than 55 years of age and 30 years of credited

service.

All other between S82 and $100 per month.

Disability annuities under the coordinated plan are also adjusted at age 65 and in
some cases can be reduced over $165 per month.

(c)

(d)

. No -Coordinated Pk t

On the non-coordinated plan the panicipating employee and does not have any change on the

pension benefits upon receiving social security benefits

o Reversionat! AnnuiO

An ERS member, upon retirement, could elect to receive a reduced retirement annuity giving

one or more benefit payments to his/her dependents. The life annuity payments would stan

after the death of the retiree for an amount not less than $240 per year or greater than the

annuity payments being received by the retiree

. 0ccupational Disabiw Annuiry

A participating employee, who as a direct result of the performance of his/her occupation is

totally and permanently disabled, is eligible for a disability anouity of 50 percent of the

compensation received at the time ofthe disability.

. No occupatio al DisabiliE Annuiry

A participating employee, totally and permanently disabled for causes not related to hivher

ociupation and with no less than l0 years of credited service' is eligible for an annuity of
1.50 percent of the average comp€nsation of the first 20 years of credited services, increased

by 2 percent for every additional year of credited service in excess of20 years.
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. Death Benefrts

Occupationdl:

(a) Survivins soouse - annuity equal to 50 percent of the participating employee's
salary at the date of the death.

(b) Children - $10 per month for each child, minor or student, up to a maximum
benefit per family of$100.

Nonoccupational:

Eg4gEglgIX - the contributions and interest accumulated as of the date of the death plus an
amount equal to the annual compensation at the time ofthe death.

Beneficiary wiih surviving spouse age 60 or over and a child, 18 or under, up to 30 percent
(60 percent, if not covered under Title Il of the Social Security Aco (increased to 50 percent
effective January 1, 2005) of retiree's pnsion or otherwise the excess, if any, of the
accumulated contributions at the time of rctirement over the to(al annuity benefits received
before dearh, limired lo d minimum of $750.

. Refu ds

A participating employee who ceases hiyher employment with the Municipality wi(hout the
right to a retirement annuity has the right to a refund of the contributions to ERS plus any
interest eamed thereon.

. Cost of Dving Adjust nentfor Pension Benefrts

Public Act No. l0 of May 21, 1992 (Act No. l0) provided for increases of 3 percent every
three or more ye s of retirement. Act No. l0 requires further legislation to grant this
increase every three years subject to the presentation of actuarial studies regarding its costs
and the source of financing. To protect the financial health of ERS, the increase granted
dudng 2001 and the one granted on January 1,2005 are being financed by the Municipality
and the other participating employers.

To avoid any economic impact on ERS, the employers are responsible for contributing to
ERS the amounts to cover the benefit payments and the employer and employee contributions
with respect to the participants covered undl the parlicipants reach the normal retirement age-
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Amendment to Act No. ,147 efJective lanuary l, 2000 to creste o Defrned Contribution
Plari

On September 24, 1999. Public Act No. 305, an amendment to Act No. 44?, was enacted to
establish a defined contribution plan, known as System 2000, to cover employees joining
ERS on or after January 1, 2000.

Employees that pafiicipated in rhe original plan as of December 3l, 1999, had the opportuniry
to elect to either stay in the defined beneftt plan or transfer to System 2000. Employees that
joined the Municipality on or after January l, 2000, were only allowed to become members
of System 2000.

System 2000 is a hybrid defined contribution plan, also krown as a cajh balance plan. Under
this new plan, there is a pool of plan assets, which is invested by the System, together with
those of the cost-sharing multi-employer defined b€nefit plan. Neither the Commonwealth
nor the Municipality guarantee benefits at retirement age. The annuity is based on a formula
which assumes tha( each fiscal year the employee's contribution (with a minimum of g.2g
percent of the employee's salary up to a maximum of l0 percent) is invested as instructed by
the employee in an account which either: (l) eams a fixed rate based on the two-yc.I
Constant Maturity Treasury Notes, (2) quns a rate equal to 75 percent of the retum of the
ERS' investmenl portfolio (net of managemen( fees), or (3) eams a combinalion of both
altematives- Padcipants receive periodic account statements similar to those of defined
contribution plans showing their accrued balances. Disability benefits are not granled under
System 2000, rather are provided to those pa(icipants that voluntarily elect to participare in a
private insurance long-term disability program. The employers, contriburions (9.28 percent
of the employee's salary) wirh respect to employees under System 2000 will continue and
will be used to fund the cost-sharing multi-employer defined benefi( plan.

System 2000 reduced the retirement age from 65 years to 60 for those employees whojoined
the currenl plan on or afrer January l. 2000.

Historically, the state government of the Commonwealth of Pue(o Rico has reported ERS
and System 2000 in its basic financial statements as pension trust funds. Accordingly, the
Commonwealth is currently assuming any actuarial deficiency that may exist or arise related
to the Municipality's participating employees because ERS does not allocate to the
Municipality any actuarial deficiencies pertaining to participating municipal employees. The
Municipality is only required by law to make statutory contributions at the rates detailed
below.

. Recent Amenalments lo Act No.,t17

The Senate and the House of Representatives of the Commonwealth of Puerto Rico have the
authority for establishing or amending the contribution requirements of System 2000 by
approving the necessary amendmen(s or laws, subject to the final approval ofthe Govemor of
the Commonwealth of Puerto Rico.
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* In June and Jury 2003, the Govemor of the commonwealth signed three pubric Acts that
- provided the following ceflain benefits io retirees:

(a) Increase in minimum monthly pension payments to $300, effective January l,_ 2005.

(b) Triennial 3 percent increase in all pensions, effective January l, 2005.

(c) Increase in widow and/or beneficiades to 50 percent of the benefit received by
the deceased pensioner, effective January l, 2005.

All the benefits granred will be funded through budgetary assignmenls in rhe Municipality,s
general fund with respect to its retired employees.

e Board of Tmstees of ERS approved, effective November l?, 2003, an increase in the
.unount granted on personal loans to participating employees from 93,000 to $5,0fi).

b) Fulding Polic!

The con[ibution requirement to ERS is established by law and is not actuarially determined.

- These contributions are as follows:

- Municipaliry and 9.28 percent ofapplicable payrol
other employers
Employees:

_ Coordination plan: 5.78 percent of gross salary up to $6,600
per year, plus 8.28 percent gross salary in

v excess of$6.600.
Supplementation 8.28 percent of gross salary. This is the

- plan: only choice available to policemen,
firemen and mayors

- The contribution requirement to System 2000 is also established by iaw and is not actuarially
- determined. These contributions are as follows:

- Municipality and 9.28 percenr ofapplicable payroll
other employers
Employees: 5.78 percent of gross salary up to $6,600

per year, plus 8.28 percenr gross satary in
excess of $6.600.
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c) Annaal Contibution

The actual combined employer and employee contributions to ERS and System 2000 for the
current and past two years, which are equal to the statutory required contributions, are as follows:

Fiscal y€ar
ended June 30, Act No. ,l47 System 2000 Total

20tt
2010
2009
Totals

$ 2s9,921
2',77,640
289,8?1

2',79,182
275,655
285,209 575.080

$ s39,106

$ 827,435 840,0,16 $ 1,667,481

During the fiscal years ended June 30,2009,2010, and 2011, rhe Municipaliry and the
panicipating employees contributed at least 100 percent of the required contributions to ERS and
System 2000. The authority under which obligations ro contribure to ERS and Sysrem 2000 by
the plans'members, employers and other contributing entities (i.e., siate or municipal
contributions) are established or rnay be amended by law by the House of Representatives, the
Senate and the Govemor of the Corrmonwealth of Puerto Rico.

Readers can obtain copies of the audited basic financial statements (GAAP basis) of ERS and
System 2000 by writing lo Mr. Hector M. Mayol Kauffmann, Executive Director of the
Retirement Systems Administration of the Commonwealth of puerto Rico (rhe entity (hat
administers ERS and System 2000) at PO Box 42004, Miniltas Starion, Santurce, puerto Rico
00940.

12, Commitments, Contingencies and Uncertainties

Encumbrances

The Municipality has reported, outstanding encumbrances amounting to 950,163 in the general fund
at June 30, 201 1. The Municipality intends to honor these encumbrances. which will continue to be
liquidated under the current year's budget during a lapse period that extends into the subsequent
fiscal year.

Claims and .Iudsments

The Municipality is defendant in various legal proceedings pertaining to matters incidental to the
performance of routine govemmental operations. Under Act No_ 104ofJune25, 1955, as amended,
penons are allowed to sue the Municipality only for causes of actions set fo(h in said Act to a
maximum amount of $75,000 or $150,000 if it involves actions for damages to more than one person
or where a single injured pany is entitled to several causes of action. Under certain circumstances, as
provided in Act No. 9 ofNovember 26, 1975, as amended, (he Municipality rnay provide irs officers
and employees with legal represenlation, as well as assume the payment of any judgment that may be
entered against them. There is no limitation on the payment of suchjudgment.
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The Municipality also is a defendant in r number of lrwsuils arising princrpally from claims against
th€Municipality.for alleged improper actions, anrl other legal matter! ihat arise in the ordinary course
of the Municipaliry's activilies. Wirh respects to pending oithreatened litigarion, the Municipality has
reported no liabilities as of June 30,20 . Management believes, baseJon the advice oithe iegai
counsel, that the potential claims against the Municipality not covered by insurance will not
materially affect the financial resources for ils paymenr.

Federal Financiallv Assistcd Prosrams

The Municipality receives financiar assistance from the federal govemment in the form of grants and
endtlements. Receipts of grants are generarly conditioned upon compriance wirh terms and condilions
of dre gmnt agreements and appticable federal 1aw anrl iegulations, including the expenditure of
resources for eligible purposes. substanliauy all grants are subject 1., audit und;r circurar A r33 of
the Office of Management and Budget of the United States of America (OMB Circular A_133)
Disallowance a-s a result of these audits may become liabililie\ of the Municipality

13. Fund Balance

As of June 30, 201l, fund balance (deficir) is comprised of rhe folowing:

."":fr:l,. ,":ili';;. Debr orh.rG?*r,l -f.d..,j -sbrc& anis mmajorrud brlrtrc (deiicil)

-*-;A

ColruE md @eation md e'lucihon
Communiiy d.relopment
Uri'o d ao.omic deEloDtunr

Cultore 6d Erealo. md edrcaron
Comhuniry developm.l
Urbm uJrd eco.omic detlopme.r

Tord tund 6,loces (de6cir)

$ t24,4:ll

303
23,438

1,161,18? _ ,,,r9a
11,462,623

26.335

r.t6l.l37

-f r3Jl6sr

os:,s,r9

436

36.',711I0
L,197,695

This Space Has Bem laft Blank lntentionall!
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14. Subsequent Ev€nts

On June 16, 201 l, the kgislature of the Commonwealth of puerto Rico issued Act No. 94, which
established^an incmtive plan for the payment of real and personal propeny taxes due, beginning on
July 14, 2001. This Acr provides a tax relief for rhe payment of ieai and personal p.op".ty tL".
eliminating accrued interested, penalties and charges over unpaid principal of past due propeny taxliability. The period rhat taxpayers have to enjoy for such binefits h io. 

"*u.tty 
ninety 1eO) aays

beginning on July 14 thrcugh October 11, 2011. The unpaid p.op".ty tu*.. 
"ou...d 

,nder this Ac!
are those related to fiscar years 2009 2010 and earlier lfoireal propeny taxes) and for years 200g and
earlier for personal property taxes. Also, To get the benefi( ofthis Act, it is required that the propeny
taxes for the fiscal year 2010-201I and for the first semester 2011_2012 are paa.

En.l of Notes to Basic Fi ancial statements
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R€venues:

Municipal li€ense taxes

Sales and use taxes

Construction excise tares

Intergovernmental grants and contriburions

Inlerest on deposirs

Charges for services

Miscellaneous

Tolal revenues

Expenditures and encumbrances:

General government

Health and welfare

Public works

Public safety

Culture. recreation and educarion

Community developmenr

Urban and economic developmenr

Total expenditures
Revenues over (under)

expenditures and encumbrances

Other financins sources (uses):

Transfcr to other govemmental tunds

Total other financing sources (uses)

Net ifl crease (dccrease)
in tund balance (deficit)

CoMMoNwf,ALTH oF PUERTo RICo
MuNICrpALtry oF CoANlo

Budgetary Comparison Schedule - General Fund
(See Notes to Budgetary Comparison Schedule)

Fiscal Year Ended June 30. 201t

Buds€tcd amounts

Orisiml
$ 2,6:13.531

1.310,519

1, r2 t.600

527,600

6.445.825

50.000

136,800

360.000

12,585,875 t2,585,8?5

Actual amounts Variance with

Final

(budgetary

basis)

final budget -
ov€r (uder)

$ (19,509)

(207.989)

(344,991)

353.298

(48,9t8)

106,242

54,A20

t3.466

(93,581)

2,633.531

1.310,519

1, t 2 t.600

52',7,600

6.445,82s

50,000

r36,800

2.611.022

r.t02 5:r0

1',l6.609

880,898

6.196,907

t56.212

191,620

373,.166

12,192.291

sJ53.8',72

1,062,887

3.756,460

546,663

154,240

193.305

116,578

5,5',74,969

1,025,039

54',7,',706

9t5,691

206,360

t 18,665

12,t88,005

391,810

5,528.:100

9',7 t.919

3.',704,106

545.962

883,721

189,525

108,593

46.569

53,t20

94.869

1,714

3r,970

16.835

to.072

r2.188.005 I r.932.826 255,1',79

397,870 559,468 161.598

(197,870) (397.870)

(391,870) (39?,870)

$

(397,870)

(397,870)

_ M!98 I6 r,598

RGconciliation of difierences:

sources/infl ows or fi nancial resources:

Actual arnounts (budgetary basis) 'available for appropriartuns,,

from the budgehry comparison schcdule

Diffcr.nces - budselaly basis to GAAP:

Differences in bases of accounting:

GAA? adjustments to revenues

Total revenues reponed on rhe stalement of

$ 12,492,291

(4r,553)

$ 12.450,741revenues, expenditures and changes in fund balances
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Budgetary Comparison Schedule - General pund (Continued)
(See Notes to Budgetary Comparison Schedule)

Fiscal Year Ended June 30. 201I

Reconciliation of difierences (conctuded):

Uses/outflows of fi flanciat resourccs:

_ Acrual amoums (budgetary basis) ,rotal charges b approprjations,, from

, lhe budgetary conparison schedule (inctuding transfer our io other tunds) $ 12.330.696
Timins differences:

- Cunent year encumbrances recorded as expendirures for budgerary purposcs (50, 163)
Prior year encumbrances recorded as expendnures for GAAP purposes 60.033

Entiry differences

Non budgered expenditures 144.208
Toral expenditures and transfer out ro other funds as reporred on the

, sraremenr of revenues. expendirures and €hanges in tund batances $ 12.4g4,jj4

See accompanying notes ro financial statements.
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Notes to Budgetary Comparison Schedule - General Fund
Fiscal Year Ended June 30. 2011

A. BUDGETABY CONTROL

The Municipalityh annual budgct is prepared on rhc budgetary basis ofaccounting, which is nor in
accordan€e wirh C-AAP, and reprcsents dep.nmenral appropriadons recommended by ;he Mayor and
approved by the Municipal lrgislature pnor to rhe beginning of rhe fiscal year. lmendmenrs to the tudget
requne th€ approral ofthe Municipal Legislarure. Transfers ofappropriations wilhin lhe budget, known as
Mayor's Resolutions, do not require rhe approvat of the Municipaalerislalure

The Municipality prepares its annual budger inctuding rhe operarions ofrhe generat fund.

For budgetary purposes. encumbrance accouniing is used. The encumbrances (i.e.. purchase orders.
conlracts) are considered expendilures when incurred. For GAAP reporting purposes, encumbrances
outslanding at year end are reponed as reservarions of fund balances and do nor consrirute expcnditures or
liabilities because the cornmirments will be hoflored during the subsequenr year

_ fie unencumbered balance ofany appropriation al the end of rhe fiscal ycjr will lapse ar the end of such
fiscal year. Other appropriations, mainly capnal project appropriations. are conlinuing ftcounts for which the
Municipal l,egislature has authorized that an unspeni balance from rhe prtur year be canied forward and made
available for currenr spending.

The annual budget as presenled in ihe Budgetary Comparison Schedute,General Fund is the budget
ordinance al June 30. 2011 represerting ihe original budger. There wcre no supplementat appropriations for
the year ended Jufle 30.2011.
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Schedule of Expenditures of Federal Awards
Fiscal Year Ended June 30,20ll
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COMMONWEALTH OT PUERTO RICO
MUNICIPALIY oT CoAMo

Schedule of Expenditures of Federal Awards
Fiscal Year Ended June 30, 2011

trederal Grantor/Pass-through crantod
Entity

Identifying Federal
or cluster Title

CFDA

U.S. D€partmetrr of Agriculture;

Direct Program:

Rural Housing Preservation Grant Program 10.413

Pass tkough rhe Department ofEducadon of the Commonweahh

_ Child and Adulr Cffe Food progam

Subtotal - US Departm€nr of Agricdture

- - U.S, Department of Housitrg and Urban DevelopmGnt:

Direct Pro$ams:

- Section 8 Housing Choice Voucher

- Affordable Housing Devetopment in Main Streer* RejuvenalionProjects

Pass,tkough rhe Office of rhe Commissioner ofMunicipal

_ Affairs of rhe Comnonwealth of pueno Rico

, Community Developmenr Btock Gran6 - Srare's program
Cornmunity Developmenl BIock Granrs ARRA Slare,s

- Program - (Recovery Act Fund€d)
Total-CDBG State's Crants Cluster

_ Pass through the Departmenr ofrhe Fanily ofthe Commonweatth

_ ofPuerto Rico:

Homeless Pre,!cnrion and Rapid Re,housine program

- (R€covery Act Funded) A.262

Plrss through thc Depa(mem ofPublic Housing of the
Commonwcalth of Pueflo Ri.o.

Public and Indian Housing 14.850

- Subtotal - US Deparrment of Housing and U$an Development

r0.558

I 1.388

t1.917

26,30s

14.8',71

r4.878

1.1.228

1,1.255

N/AV

278,346

55,069

1.421,',757

203,572
1.625,329

245,310

2,674,077

See accompanying Norcs to rhe Schcdute ofExpenditures otFederal Awards
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Federal Cnntor/Pass-through crantor/
Entity

Identifying FederalCFDA

- U.S. Department ofJustice:

_ Diect Program:

Public Safery Partnership and Community policing Grants
(Recovery Act Frnd€d) 16.710

- Srrbtot l - US Department olJustice

_ U.S. D€partment of Enersy:

Dirccl Program:

Energy Efiicicncy and Conscrvalion Block Grant program
(Recov€ry Act Funded) 81.128

Subtotal - US Depart Ent ofEnerg/

U.S. Department of Edncation:

Pass through th€ Dcpartmenr ofEducation of ihc Commonr\,cakh

or Clust€r Tide

_ Twenty-First Cenrury Community t-earning Centers

- Subiot l - US Departmert oI Educarion

* U.S. DepaItment of Health ad Human Senices:

Pass rhrough the Governor's Office for Elderty Affairs ofthe
* Conmonwcakh ofPueno Rico:

- Special Program for Aging - Tirle III - part D- Disease
Prevention and Heahh Services

Special Program for Asifls - Ti eIII-parrB Crant for
Supportive Services and Senior Centers

43,40s

72,296

72,296

37,589

37589

8,1.287 N/AV

93.M3

93.044

93_O52

3,758

68.071

8,601National Family Caregiler Suppofl Title III - pari E

See accompanying Nores to the Schedule ofExpenditures ofFederat Awards
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Schedule ofExpenditures of Federal Awards (Continued)
Fiscal Year Ended June 30,201l

Federal Crantor/Pass-through crantor/
Entity

Identifying Federal
or Cluster Title

U.S. Department of Health and Human Senices:

Passlhrough the Department ofrhe Famity of the Commonweatth
ofPueno Rico:

Child Care and Dcvelopment Blo{k Granr
Child Care and Developmcnt Block Granr ARRA Fuflds
(Recovery Ad ruded)

Toral Child Care and Devclopmenr Bhck crants Clusrer

- Fcmily Vrolcnce Prevenri,,n and Servicc\

Passlhrough the Office of the Ombudsman for persons wlrh
Disabilities ofrhc Commonwcalth of pucrro Rico:

Developrnenr Disabilirics Basic Support and Advocacy GranB

Pars-rhrough the Depaflment ofthe Heatth of rhe Commonwealth
- ofPueflo Rico:

_ Assistance hogram fbr Chronic Diseasc prevention and Control

- Subrotal - US D€partment of Heatth and Humatr Scrvic€s

U.S. Department ol Homeland Security:

- Pass-lhough rhe Emergcncy Managernent Agen€y ofrhe
_ Cornnonwcahh ofPueno Rico:

_ Pre Disaster Mitigation Comperitive GranB

Emergency Managcment perlbrmance Granr

_ Pass through the Governor's Aurhorized Represefltative Office (cAR)

- ,,f rhe Comm.nwealrh ot Pucno Rrco.

D(a'ler Cranr\ Puhlic A*i,tanc(

Pass through rhc Governor's Office for pubtic Se.uriry Affairs
o[ the Commonsealth ot Pueflo Rrco.

State Homeland Securiry Grant program

Subtoral - US Departmetrt of Homdad Security

- 
TOTAL EXPENDITURf,S OF FEDERAL AWARDS

CFDA
Number

9:1.575

93.713

302,440

1o,445
312,885

41,541

I t,'143

11.026

451,625

91.6r0

93.9J5

97.011

9',7.042

16,000

306

97.036

91_0',73

43.489

11,216

71,Ott

_$ !!!5,tqq

Sec accompanying Notes ro rhe Schedute ofExpendirures of Federal Awards
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Notes to Schedule ofExpenditures of Federal Awards
Fiscal Year Ended June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POI,ICIES

The accompanying schedule ofexpenditures of federal awards includes the federal gran! activity ofthe
Municipality of Coamo, Commonwealth of puerto Rico (the Municipality) for the fiscal year ended
June 30,2011. The Municipality,s reporring entiry is disclosed in N;te iro the Municipjity,s basic
financial statements as of and for the fiscal year ended June 30, 2011.

The accompanying schedure of expenditures of fedeml awards is presented on the modified accrual
basis of accounting. The information in this schedule is presented in accordance with the requirements
of OMB Circular A-133, Audils of States, Local Governments, and Non_profit Orginizations.
Therefore, some amounts presented in rhis schedure may differ from amounts presented in, or used in
the preparation of,lhe basic financial statements.

NOTE B - FEDERAL CFDA NUMBER

The Catalog of Federal Domestic Assistance (CFDA) Number is a program identification number.
The first two digits identify the federal depanment or agency that administers the program and the
last three numbers arc assigned by numerical sequence.

NOTE C . PASS .THROUGH GRANTOR'S NUMBER

State or local govemment redistributions of federal awards to the Municipality, known as ,.pass_

through awardj', should be treared by the Municipatiry as though they weri received directly irom
the federal govemment. OMB Circular A-133 requires the schedule to include the name of the pass_
through entity and the identifying number assigned by the pass-through entity for federal a;ards
received as a subrecipient. Numbers identified as N/A are not applicable and numbers identified as
N/AV are not available.

NOTT D . PASS - RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Spe.ial Revenue Fund _ Federal
Grants and in the Other Govemmental Funds in the Municipality,s fund financial statemenls. The
reconciliation between the expenditures in the fund financial slatements and the expenditures in the
Schedule ofExpenditures of Fedeml Awards is as follows:

Other
Govemmental

FundsDescription

Special Revenue
Fund Federal

Grants Total

Per Schedule of Expenditures
of Federal Awards

Nonfederal programs Expenditures
ard other Adjustments

To(al expenditures in the
fund fi nancial statements

$3,106,962

77,440

$278,346

419,300

$697,646

$3,385,308

496,740

$3,882,048$3,r 84,402
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Certified Pubtic Accountanls / Management Advisors

Ldpez-Vega, CPA, pSC
llember of:
. Amer.ican lnstitute of

(ertified Public \ccountants
. l,uet1o Rico Socieq of

( :er{il'ied Public -\.couDtnnts

REPORT ON INTERNAL CONIROL OVER FINANCIAL REPORIING AND ONcoMpLTANCE AND orHE-R M4rrERs BAsrn iiN ix"liltfr.dF FTNANCTALSTATEMENTS PERFoRMED IN ACcoRDAItT iiffi llIifinrruerrr
AUDITING STAMARDS

To the Hotrorsble Mayor
ard the Municipal kgislature
Municipality of Coamo
Coamo, Puedo Rico

We have audired lhe financiat statemenrs of the govemrDenral acrivities, each maior fund. and rhe aggregateremaining tund informarion ofthe Municiparitv o c"r*", pr""t"'r":""o1'ii'Jirirnl ror,re yea, ended June30.20t1. whrch coue,ctrvety comprise the Municipatiry,s'b; i;;;il;;;;*. _d have issued ourreporl rhermn daled March t6- 20t2 which ** ,oquaif,.a ut-rii";;;;;;"1 sraterDeots level, buradverse ar rhe govemment'wide fmanciar statenrens ier;i;il;;# ffi;re to obtain competenrevidential matter relared ro the Capital a"""t. ."po.t a i, tfr" gol,"*.i","i""ffii".. We conducied ouraudit in accordance wrft audiring standards generally 
""d."i il;;;;;-s;es of America and thestandads applicabte to finaDcial audits coritained i" cri,"ii", 7ii,ig iiLrar, issued ty theComplroller Ceneral of the United States

U&r-nal Control Over Financial Reoonine
ln pla'[ning and p€rforming our audit, we considered the Municiparity of Coamo's inlemar conlror overfinancial reporling as.a.basis for designing our.audiling p-^."t'"*r'f* ,f.," lr.pose o[ expressing ouroprnrons- on rhe financial stalemenrs, bur nor for_the purpJsi of *p**i"g ;.i;i"n on the effecri!enessof the Municipality of Coamo,s intemal control over financial reporti"gle*..Airgf y, *" ao not expressan opinion on rhe effectiveness of the Mudcipality ofcoamo,s tniemJ-loniioioili rn_"i"f ."poning.

our considemtion of intemal contror over financial reponing was for the limited purpose described in thepreceding paragaph and was not iesigned to idenrify all 
-deficiencies l"'lr?ii-"oro"f over financia!reporting that might be significant deficiencies o. ,utal *"ut 

",r""-*O*,frJ"f"*, there caa be noassuraace rhat all deficiencies. si!,nificant deficiencier, 
". ,",".iJ-;;;iJs have been identified.However. as described in the accom-oanving.scfredufe of frndingi anJqu..iJr"J"..,., *" iA"rtified certaindeficiencies in inremar contror over irnanciar reponrog tt nt *" ionrial. to il'riiiiia *.urr"ss"" rrra om.deficiercies that we consider ro be significanr d;fici;ies.

A deficiency in intema, corrlol exists when the design or operation of a control does not allow management.1:-T-11.y*: i, ,h".n"rmal course of performing t[i, *"igr"a tu;."r, a p."i,, * ar*t and conectmrsstatements on a tirnely basis- A naterial |9eahess_is a 
-deficiency, 

o, u .o',nuin^iion or aeficlencies, inintemal control such thar there is a reasonable possit fy tlai a 'mateJ"i"#rri^"rn*, 
of rhe entity,sfinancial sraremenrs will nor be prevented, or detected anj *.."iJ ., 

" 
im"jvi*is. we consider rhedeficiency described in rhe accompanying schedule of findinls il dest-ion. ;; as irem ll.0l ro bernaterial wealnesses
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IqlglT gfilNrERNAL coNrRoL otER FrNAr\crAL R-EpoRrrNG AND oNcoMpLrANC-! 4ND orHER MArrERs Blsro onil-16'ri'd;iNli6;,srArEMENrs pERFoRMED rN ACCoRDANaE ivirn d;ffRi.;r6ri;"
AUDITING STANDARDS

A siSnificant deficiency is a deficiencv- or combinatioD of deficiencies, itr intemar contror that is less severcthan.1 majerifl-w:akn:ss, yer imponanr enough to.".it utt"rtion Ly'o-o"-" iiJgi *itt go""._"". w"consider the deficiencies describ€d in th.lin i;;"-;tgrft; dve'q@ 
r ue accompanyi'rg schedule of findirgs and questioned costs as iiem

Compliance 6nd Other Matters
As pan of obtaining reasonabre assurance about wheder the Municiparity of coamo,s financial statementsare free of marerial missraremenr. we oerformed ,..u. 

"r 
i , .".pii*.i ;;,;:;;;, provisions of taws,regulations, contracts and gmnt agreements, noncompliance with whlch coulrt irave a airect and maGrialetfect on rhe determination of financial stalernent arnounts. However. prori*ng'ii opirion o, 

"o,,pti"r,."with those provisions was not an obiect

"p*- n J *.,ii,'.r ##: ;:.i;fi'ff ,::,#;il,l1.ilffi;fl*:y;ff. iil.l: i]Xi:ll ;,i:l#to be reported under C,ovenme\t Auditin| Standads.

We noted certain otler matlers that we reported to maDagernent of the Municipality of Coamo in aseparate lener dared March i6,20I2.

The Mudcipality of_Coamo,s responses to rhe findings identilied in our audit are described in theaccompanying schedule- of findings and questioned 
"..G. 

w" aii-r.i urii liii"ip"lity of Coarno,sresponse and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management and federar awarding agencies andpass-rhrouSh entiiies. However, this report is a -nu". or potii" #oJ -iii iiiiiuion i" ,ot rimit a.

ig4Rs-
San Juan, Puerto Rico
Madch 16,2012

Stamp No. 257553 I of the puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.

I-6pez-Vega, CPA, PSC

Cenified Publi( Accountnnts, Man AemenrAJ\iso6
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Ldpez-Vega,CPA, PSC

Ce(ified Public Accountants / Managemcnt Advisols

\lenber ofr
. \m€dcsn Institute of
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( edilied l'uhlic -{.rountarls

INDEPEIIDENT AI]DITOR'S REPORT ON COMPLIANCE WITH REQUXREMENTS TTIAT
CO[ILD HAVE A DIRECT AND MATERIAL ETFECT ON EACH MAJbR PROGRAM AND

ON INTERNAL CONIROL OVER COMPLIANCE IN ACCORDANCE WIIII OMB
CIRCULAR A-r33

To the Honorable Mayor
and the Municipal Ixgislflture
Municipality of CoarDo
Coamo, Puerto Rico

Compliance
We have audited the Municipality of Coarno's compliance wilh the (ypes of compliance tequiErnents
described in the U.S. Olfice oJ Mawgement and Bud[et @MB) Citcuto; A_133 Cotnptiance i,rppt"ment
that could have a dircat and rnaterial effrct on each of the Municipality of Coamo,s majoi'feaeral
programs for the year ended June 30, 2011. The Mu cipatity of Coamot major federal p-gr* *"
identified iD the summary of auditor's resurts section oi thJ accompanying schedule of irniings and
quertio-ned costs. compliance with the requirements of laws, regurations, contracts, ana grants appticitte to
each of its major federal programs is the responsibility of the Municipatity of coamo,J manage_rnent. our
respoDsibility is to express an opinion on the Municipoliry of coarnoi compliance based on our audit.

we conducted our audit of compliarce in accordance with auditing standards generally accepted in the
united states of America; rhe standards applicable to rrnancial audirs containJin Goiemment Auditing
Standards, issted by the Comptroller ceneral of the United Stares; and OMB Circular 4-133, Audits ;f
States, Ircal Govemments, and Non-Profrt Organizations. Those slandalds and OMB Circular A-l3a
require that we plan ald perform the audit to obtain reasonable assurance about whether noncompliance
with the types ofcompliance requirements referred to above that could have a direct and material effect on
a major federal program occuned. An audit includes exarnining, on a test basis, evidence about the
Mudcipality of Coamo's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. we believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination of the Municipality of Cosmo,s compliance with
those requircments.

In our opinion, the Municipality of Coamo corryrlied, in all material respects, with the compliance
requirements refened to above that could have a direct and material effect oD each of its major ]ederal
programs for the year ended June 30, 2011. The results of our auditing procedures a.lso disclosed other
instances of Dorrompliance with those compliance requircments, which are required to be reported in
accordance with OMB Circular A-133 and which are described in the accompanying schedule oa findings
and questioned costs as items, 10.03 through 10.05.
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INDEPENDENT AI]DITOR'S REPORT ON COMPLIANCE WITH REQUIREMENIS TIIATcour,D rrAvE a DrREcr AND MATERTAL Errrcr ox-sA-c:CM;fiR pRocRAM ANDoN TNTERNAL coNrRoL ol,ER coMprr,lrcr n .lCCdriiiL-il-cE wrrrr oMB
CIRCULAR A.133

Intemal Control Over Complia.nce
Maragernent of the Muricipatity of Cosmo is responsible for esrablishing and maintaiDing effectiveintemal co ml over compliance with the_ compliance .arfi"-"ri" 

"i f"*ri il"lations, contacrs, ardg:ants 
-applicable ro federal programs.- tn ptanning and performing ;;; ;;4,. *. consrdered rheMurfcipality of coa,o's intemar conrrol over 

"o.pI*"" *itr, tt 
" 

."!'oiieknll-rhat courd have a atect
::_111::n^:trT_91-a,maior federal progr.am to ieermine or. uratting p.oc"Ao."s for the purpose ofexpressmg our_ oprnron on compliaace, and to test and repott on intema] conrol or", 

"oaptiin"" ilaccordance with OMB Circular A- I 33, bur oot for the purpose of expresst! uo opioion on tfr" 
"ff."tir"o"..of intemal-con*ol over compliance. Accordingly, we do not express *?pirii, 

-", 
the effectiveness ofMunicipality of Coamo's intemal control overiompliance.

Our consideration of intemal control over compliarce was for the limircd purpose descdbed in thepreceding para$aph and was nor designed ro idenrify aI aen"i"n.i.. i, int milJnuor ou"..o.ph-."
rhat rnr€ht be significant deficie0cies or material weaiinesses and therero.", tr,"." 

"- u. ro *surance that

-all 
deficiencies, significant deilciencies, or material weaknesses have been identifred. However, asdiscussed below, we identifted cenai, deficiencies in interna conuor ovei compliince that we consider tobe rnalerial weaknesses and other deficiencies thar we consider ro be sig"in"an, ili"i.*i"r.

A deficiency in intenal contrul over compliaace exists when the design or operation of a control over

:::ll:":^dT-:.11 "]loy-.*i*","*, oi employees, in dre norml c&rse oi'frforming theL assignedn oclrons, to prevent or detect and cofiecl noncompliance wiih a type of compliance requirement 
-of 

afederal p.ogram on a ti nely basis. A rnateial weakniss in internat coii*t """r'iirrptir"* i " 
d"fr"i";;y,

a combination of deficiencies. ih intemar contror over compriance, such that there is i reasonable possib iiy
that material noncompliance with a type of compliance requirement of a federal program wiII not be
prevented, or detected and conected, on a timely basis. we co;sider the deficiencies i; iniemal control over
complia[ce described in the accompanying schedule of findings and questioned costs as item 10.05 to be
material weaknesses.

A significant deficienc! in intemal control over compliance is a deficiency, or a combination of
deficiencies' in iDtemal contror over compriance with a type of compriance iequirement of a fedemlprogram that is less severe than a materiar rreakness in intehal controi over cornpliance, yet important
enough to merit attention by those charged with govemance. we consider the dehcienciis in intemal
control over compliance described in the accompanying schedule of fmdings and questioned costs as items
10-03 ald 11L04 to be signficaot deficiencies.

,
L6pez-Vega, CPA, PSC

Cenified Public Accountants / Manlgemenr Ad!isors
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II\IDEPEI\IDENT AUDITOR'S REPORT ON COMPLIANCE WTTH REQI'IREMENTS THATcour,D Ir,{vE A DrREcr Ar.m MaTERTAL nrrrcf on-ra-c-n lrf,idn pnocn c,r.r ANDoN TNTERNAL coNTRoL ovEx coMpr,rAl{ce rN Abcirr6i"Nib wrrrr onm
CIRCULAR A.133

The Municipality of_ coamo's responses to the findings identified in o,. audit are described in lheaccompanying schedule_ of findings arld qurstioned 
"orti. 

W" did ,.i ural, lfu"tiprfity of Coamo,sresponse and, accordingly, we express no opinion on the respoDses.

we also not'ed other matters involving the intemal contror over compliancr and certain imnateriar instance
gf non:oTp-llanc:, which we have reported to managernen, .f ,f," ifl*i"lp"fity 

"f 
C."-. io , ;;;;;letter dated March 16, 2012.

This report is intended solery for the information and use of managemenr and fedeml awarding agencies andpass-through entiries. However, rhis report is a mafier of public r;rd and it aiGuriio, ,. not rimit"a.

Stamp No. 2575532 of the Puefto fuco
Society of Certified Public Accountants
was aflixed to the record copy of rhis repon.

T \,
Ldpez-Yega, CPA, PSC

Cenified Public Accouni.urs / Manngernent Advisors
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COMMONWEALTH oT PUERT0 RICo
MuNtcrpAr,ITy oF CoAMo

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30. 201 I

Section I - Summary ofAuditor,s Results

Financial Statements

Type ofauditor's report issued:

lntemal control over financial reporting:
Material weakness identifi ed?
Significant deficiencies identified not considered to be
rnaterial weaknesses?

Noncompliance material to financial statements noted?

Federal awards

Intemal Control over major progams:
Material weal(ness identifi ed?
Significant deficiencies identified not considered lo be
material weaknesses?

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

Any audit findings disclosed that are required
to be reported in accordance with Circular
A-133, Section .510(a)?

Identification of major programs:

Unqualified for fund financial
statements and adverse for
govemmencwide financial
statements

Yes X

Yes X

No

None reported

NoX

No

Yes X None reported

Unqualified

Yes X

Yes X No

14.228

14.255

CDBc_'State-Administer€d Small Cities program
Cluster
Community Development Block Grants - State's
Program
Community Development Block Grants/Slate,s
Prograrn and Non-Entitlement Grants in Hawaii
(Recovery Act Funded) (State-Adminisrered Small
Cities Progam)

Public and Indian Housingr,1.850
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CoMMoNtdEALTH oF puERTo fuco
MUNICIPALIY oF CoAMo

Schedule ofFindings and Quesrioned Cosrs (Conrinued)

Fiscal Year Ended June 30. 2011

CCDF- Cluster
93.575 Child CaJe and De,'etopmenr Block Granr

Child Care and Development Block Grant ARRA Funds
93.713 (Recovcry Act runded)

Dollar threshold used to distinguish
- between Type A and Type B programs $300.000

Auditee qualilled as low-risk audirer? Yes No X
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COMM0NWEALTH oF PUERTo RIco
MuNrcrpAI,IIy oF CoAMo

Schedule ofFindings and Quesrioned Costs (Conrinued)

Fiscal Year Ended June 30. 201I

Se(ion ll - Financial Statements Findings

Finding Reference

Requirement

Statement of Coddition

Criteria

11-01

Fixed\Capital Assets and Expenditures - Subsidiary Ledger

The Municipality has not maintained complete and adequate records in order to
obtain sufficient, competent evidential matter with respect to the Capital Assets
reported in govemmental activities and, accordingly, the amount by which this
departure would affect the assets, net assets, and expenses of the govemmental
activities is not determinable.

Chapter IX, Arricle 9.002 of Srate Acr Number 8l of Augusr 30, l99l srares that
the Municipality should maintain updated property accoundng records. Also. the
GASB Statement No. 34 requires thar all capital assets, including infrastructure,
must be presented in the Statement of Net Assets and thal these assets must be
depreciated during its useful life.

Competent and sufficient evidendal maiter related to the capital assets was not
available to support the va)ue, completeness and ownership of these assets.

The Municipality's GovemmenFwide Financial Statemenls do not present fairly,
ihe financial position of the governmental activi(ies, and the change in financial
position of the Municipality.

We reconrmend that the Municipality should continue the compilation of
documents to suppon the value, completeness and ownership ofits capital assets,
necessary to comply with the requirements ofthe GASB Statement No. 34.

None

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

Management Response
and Corrective Action Actually, the Municipaliry's

assets subsidiary ledger in
Municipality.

Implementation Date:

Responsible Person:

Finance Depa(ment staff are updating the capital
the new accounting software purchased by the

June 30,2012

Mr. Julio Acevedo
Finance Depa(ment Director
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COMMoNWEALTH oT PI,ERTO RICO
MUNICIPALIY oT CoAMo

Schedule ofFindings and Questioned Cosrs (Continued)
Fiscal Year Ended June 30. 201 I

Section II - Financial Statements Findings

Finding Reference

Requir€ment

Statement of Condition

Crit€ria

Cause of Condition

Effect of Condition

Recommendation

tt-02

Filancial Reporting - Accounting Records

During our examination of the Municipality's accounting system, we noted ihat
the accounting data still require several reporting adjuslments in order to present
the Municipality's financial statements in the modified accrual bisis of
accounting. Also, the accounting data require seveml reporting adjustments to
produce govemment wide financial statements.

The Municipality hires the professional services of local accounting firms to
perform the required adjustment entries to present properly the modified basis
hnancial statements and compile the necessary information to convert its
accounting records from modified basis to accrual basis as required by GAAP
and Law No. 81.

Chapter VIIL Anicle 8.010 of Srare Act Number 8t of Augusr 30, l99l states
that the accounting management system established in the Municipality should
provide adequate and effective financial information for management decisions
and on accordance with GAAP.

The Municipality did not establish effective intemal control over the transactions
recorded on its accounting records. Also, the accounting data does not provide
adequate and effective financial information to genemte the basic financial
statement.

The Municipality's accounting data did not provide update and complete
financial information that present the financial position and the result of
operations and the change in fund balances as is presented in the basic financial
statements.

We recommend to the Municipality's management to continue with the new
accounting sof(ware post-implementation process, in order to ensure the repons
produced by this software will be the primary data source for compiling the
Municipality's financial statements in accordance with the Generally Accepted
Accounting Principles.
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CoMMoNwf,ALTH oF PUERTo RIC0
MUNICIPALITYoF co^Mo

Schedule ofFindings and euestioned Costs (Continued)
Fiscal Year Ended June 30, 20l l

Section II - Financial Statements Findings

Finding Reference I l-02 (Continuedt

Questioned Costs None

Management Response
and cor€ctive Action Microsoft Dynamics Gp helped us to adhere better to regurations and contrors,

proactively manage grants and budgets (managing expenditures and
appropriations), and streamline accounting processes. Also, Microsoft Dvnamics
applications provide us detailed, up{o-the minute financial repons rhat allow ur
to male informed management decisions, to comply with reporting requirements,
and to ensure financial integrity and accountabilitv.

Microsoft Dynamics GP was specifically designated to help the Municipaliry of
Coamo to ensure and demonstrate legal compliance and fiscal accountability
over the fund-based accounting required by laws, regulations, and accounting
pronouncements. Also, this application was certified by the Office oi
Commissioner of Municipal Affairs (,.OCAM,,) as required by rhe Srare Acr
Number 81 of Augusr 30, 1991.

Since the first year of implementation of Microsoft Dynamics Gp, the
Municipality's Financial Depanment stafffiscal has been (he best effo( to record
transactions based on the modified accrual basis of accounting, in order to
provide to the managemeflt to-the-minute financial information to tale informed
management decisions. Also, the financial information accounted for through
Microsoft Dynamics GP is the primary data source for compiling tie
Municipality's fi[ancia] statements in accordance with the Generallt Ac;pEd
Accounting Principles.

With respect of the issue of state, local and federal gants grouping for fund
financial reporting purposes, we will solve this issue with the impGmentation of
an actualized version ofthe accounting software.

Implementation Date:

Responsible Person:

June 30. 2012

Mr. Julio Acevedo
Finance Department Director
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COMM0NWEALTH of PUERTO RICO
MuNrcrPAL[Y oF CoAMo

Schedule ofFindings and Questioned Costs (Continued)

Fiscal Year Ended June 30. 201I

Section III - Mayor Federal Award Program Finding and Questioned Cost

1l-03

Community Development Block Grants - State's Program (CFDA No.
14.228); U.S. Department of Housing and Urban Development; Pass through
the Commonwealth of Puerto Rico - Office of Commission€r of Municipal
Affairc (OCAM)

Community Development Block Grants - ARRA State's Program (Recovery
Act Fund€d) (CFDA No. 14225)t U.S. Department of Housing and Urban
Development; Pass through the Common*ealth of Puerto Rico - Office of
Commissioner of Municipal Affairs (OCAM)

Allowable Activities

Findins Relereme

ProgIam

Reqdrcment

Statement oI Condition

Criteria

Can* of Condition

We performed a housekeeper activities test of ten (10) participant's files and

found the following exceptions:

a) In the ten (10) participant's files, we noted that lhe eligibility approval form
was not completed by the program staff.

b) In the ten (10) participant's files, we did not find evidence that demonstrate

if the program staff visited at least twice per month the participant's housing
unit to ensure the quality of services.

Code of Federal Regulations 24, Section 5?0.484 states that the Municipality
must assure that the program funds benefit very low, low and moderate income
persons and retain documentation justifying its certification. Also, the

Municipality has an operational guide that includes all procedures and program's
requirements for housekeeper activities.

The Municipality's controls and procedures failed to assure that the panicipanls
files include all the required documents to comply with the program
requirements.

The Municipality is oot in compliance with the Code of Federal Regulations 24,

Section 570.484 and with the operational guide.

We recommended management to follow the procedures established by the

Office of the Commissioner of Municipal Affairs (OCAM) in the procedures

rnanual, including the use ofthe forms included on it.

Eff€ct of Condition

Reconmendation
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COMMONWEALTH OF PUERTO RICO
MUNICIPALnY oF CoAMo

Schedule ofFindings and Questioned Cosrs (Conrinued)

Fiscal Year Ended June 30. 20ll

Section III - Mayor Fedeml Award Program Findings ard Qu€stioned Costs

Finding Reference

Questioned Cosls

Managem€nt Rssponse
and Corrcctive Action

ll-03 (Continued)

None

The Program staff with the responsibilities to maintain the participants' files in
compliance with the Program regulations was required to tale corrective
measures in order to assure application of all of the procedures and to use all
forms specified in the procedures guide "Guia Operacional pam la Prestaci6n del
Servicio de Auxiliares en el Hogar". Also, the Program staff will be monitored
frequently for compliance, by the Fedeml Programs Department Director. Also,
it is important to comment that from the total award expended during the fiscal
year 2010-2011 from CDBG Program activities ($1,625,329 per Schedule of
Federal Expenditures),approximately $80,452 were costs incurred to finance the
housekeeping project activities, including salaries and fringe benefits of the
housekeepers engaged to provide housekeeping sewices to eligible Program
pa(icipants.

Implementation Date: June 30,2012

Responsible Person: Mr. Crist6bal Bonilla
Federal Programs Depa(ment Direclor
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COMMONWEALTH oT PL]ERTO RIco
MLTNICIPALITY OF COAMO

Schedule ofFindings and Questioned Costs (Continued)
Fiscal Year Ended June 30, 201 I

Section III - Major Federal Award Program Findings and euestioned Costs

Finding Reference

Program

R€quirement

Statem€nt of Condition

Criteria

Cause of Condition

l1-04

Community Deveiopment Block Grants - Stat€,s program (CFDA No.
14.228); U.S. Departnent of Housing and Urban Development; pass through
the Commonw€alth of Puerto Rico - Office of Comrnissioner of Municip,"al
Affairs (OCAM)

Community Development Block Grants - ARRA State's program (Recovery
Act Funded) (CFDA No. 14,225); U.S. Department of Housing and Urban
Development; Pass through the Commonwealth of puerto Rico - Ofnce of
Commissioner of Municipal Affairs (OCAM.)

Cash Managem€nt

During our Cash Management test, we examined eleven (ll) cash advances
received by the program during the fiscal year 2010-2011. The following
summarizes the situations found:

a) In eight (8) requisitions of funds (a roral of $795,058.17), we observed rhar
the Municipality made the disbunements between seven (?) to fony two (42)
days after the deposits.

b) Also, the Cornrnunity Development Block Grant-State program cash account
maintained a monthly average cash balance of 958,380 in books.

Code of Federal Regulations 24, Subpa( I, Sec.570.489 (c) requires a cash
management system in order to minimize the lime elapsed between the transfer
offunds from the passlhrough grantor and disbursements made by the grantee.

The Municipality's disbursements procedures failed to assure lhat firnds
requested and received frcm the Pass{hrough Grantor be disbursed in
compliance with the Code of Federal Regulations Requirements.

The Municipality is not in compliance with Code of Federal Regulations 24,
Subpart I, Sec.570.489 (c).

We recommend management to strengthen its disbursement procedures to
minimize the time elapsed between the transfer of funds from the pass-through
grantor and the disbursements made by the Municipality.

None

Effect of Condition

Recommendation

Questioned Costs
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COMM0NWEALTTI oF PUERTO ITCO
MUNICIPALTY oF CoAMo

Schedule ofFindings and Questioned Cosrs (Conrinued)

Fiscal Year Ended June 30, 20 I I

Section III - Major Federal Avard Program Findings and Qu€stioned Costs

FindingReference ll-(M(Continued)

- Management Response

' and Cor€ctive Action As part of our corective action plan, we are going to start the disbursement
process when the requisitions of funds are submitted to the Office of the

- Commissioner of Municipal Affairs (OCAM) in order to assure that when the
funds are transferred by the Pass-through Grantor the program will disburse them
immediatelv.

Implementation Date: June 30, 2012

Responsible Person: Mr. Crist6bal Bonilla
Federal ProgEm Director
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COMMONWEALTH oF PUERTo Rrco
MUNICIPALITY OF COAMO

Schedule ofFindings and Queslioned Costs (Continued)

Fiscal Year Ended June 30.201I

- Section III - Major Federal Award Program Findings and Questioned Costs

FindingReference 11-05

- Prograrn Community Development Block Graots - State's Program (CFDA No.

14,22E); U.S. Department of Housing and Urban Development; Pass through
the Commonwealth of Puerto Rico - ofrice of Commissioner of Municipal
Affairs (OCAM)

Community Development Block Grants - ARRA State's Program (Recovery

Act Funded) (CFDA No. 14.225); U.S' Department of Housing and Urban
D€velopment; Pass through the Commonwealth of Puerto Rico - Offic€ of
Commissioner of Municipal Affairs (OCAM)

- Requirement Equipment and Resl Property Management

Statement of Condition section II - Financial stateme s Findirgs - Finding Reference 11-01
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CoMItoNwEALTH OT PUERTO fuCO
MuNrcrPALrrY or CoAMo

Summary Schedule ofPrior Years Audit Findings

Fiscal Year Ended June 30- 2011

Origina)
Finding
Number

CFDA
No.

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

l0-03 11.228 we Derformed a housekeepinq activities test of ten (10) participant's files and

found the followins exceplions: a) In the ten ( l0) padcipant's files. we noted that

the eliEibilitv approval form was not completed bv the proeram staff. In the ten
(lO) participant's files. we did not find evidence that demonstrate if the Drogram

staff visited at least twice per month the parlicipanfs housing unit to ensure the

oualitv ofservices.

No corrective action was taken. The auditors reissued the finding for the current

year. Finding Reference I l-03

10 04 11.228 Durinq our Cash Management test. we examined eleven (11) cash advances

received by the proqram durins the fiscal vear 2009-2010. The followine
summarizes the situations founded: We noted tha( the Municipalitv requested funds

rhar were nor disbursed on a reasonable laplE ql-l!!q!' A!!q-lbc-g uliE
maintained a

averaEe cash balance of$44.362 in books.

No corrective action was taken. The auditors reissued the finding for the current

year. Finding Reference 11-(N

10-05 t1.228 Section lI - Financial Statements Findinss - Findins Reference l0-01

No corrective action was talen. The auditofi reissued the Ending for the current

year. Finding Reference I 1 _05

we did
at least t )nonth

iIn
ofthe

No corective action was taken. The auditors reissued the finding for the current

year. Finding Reference 1l-03.

09-03 1,{.228

93

ui- '-rr^,.a,.l , h^nGtppni.c r.riviiies tesi of ten (10) DarticiDant's files and

t ,,=d rt. fnll,r*irn exceDtions: In the ten (l0) pc4teipad-t-!!95,!a !s d
.tl"it'ilitu r"".oral form was not comDleted bv the Drosam staffl In the ten (l0l



COMMoI\YTALTH oF PUERTO RICo
MUNICIPALITY OT COAMO

Summary Schedule of Prior Yeals Audit Findings (Conrinued)

Fiscal Year Ended June 30. 2011

09-04 t4.228 We performed a hou\rns rehdbilitalion tesl of ten I 10, panicrpanl \ file\ rnd found
the followins exceptions: In one (l) panicipant file, we did not identify evidence of
the disabilitv certification. In the four (4) participant files. we noted that the
expense resisterthe application form (OCAM-RMV-08-009) was not completed bv
the participant: In four (4) participant files, the Program exceeds rhe limits
($5.000). In ten (10) participant files. we did not find evidence for the purchase

order to detail the panicipant's disbursement.

Corrective action was taken,

09 05 14.228 Section II Financial Statements Findinss Findine Reference 09 01

No corrective action was taken. The auditors reissued the finding for the current
year. Finding Reference I l-05

08-03 14.228 The audilors Derformed housekeeDins activities tcst of elcven (ll) DarticiDant s

files and found thc following exceptions: They noted that the contracts formalized
by the Prosram did not eslablish the services to be offered. Also. the eligibility
aDDroval forms were not comDleted bv the proaram slaff. In addilion. they did oot
find evidence that demonstrate if the proeram staff visited at least twice per month

the DarticiDant's housine unit to ensure the qualitv of services.

The audit finding does not warant further action because lwo yeafi have passed

since the audit repon in which the finding occurred was submitted to the Federal

clearinglouse-
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08-04 11.228
ins will su

the Municipali did Dot i in the

ions of id: For two
submit ls duri

the Muni
hv the contraclors,

The audit finding does not warrant firrther action because two years have passed

since the audit r;port in which the finding occurred was submitted to the Federal

cleannghouse.

The audit finding does not warrant further action because two years have passed

since the audit rJpon in which the finding occurred was submitted to the Federal

clearinghouse.

08-0s 14.228
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