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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and

Municipal Legislative Body

Municipality of Comerio
comerio, Puerto Rico

We have aLrdited the financial statements of the governmental activities, each major fund, and the

aggregate remaining fund information of the Muniaipality of comerio as of and for the year ended June

30,2O1O wh'ch collectively comprise the basic financial statements as listed in the table of contents.

These financial statements are the responsibility ofthe Municipalitys management. Our responsibility

is to express an opinion on these financial statements based on our audit. We did not audit the financial

statements of the business-type activities. Those statements were audited by other auditors whose

report has been furnish to me, and our opinion, insofar as it relates to the amounts included for Rio

Plata Development, is based solely on the report ofthe other auditors.

we conducted our audit in accordance with auditing standards generally accepted in the united States

ofAmerica. Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement. An audit includes examining,

on a test basis, evidence supporting the amounts and disclosures in the financial statements. An aldit
also includes assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinions.

ln our opinion based on our audits and the report ofother auditors, the financial statements referred to

above present fairly, in all material respects, the respective financial position of the governmental

activities, each major funds, and the aggreBate remaining fund information of the Municipality of
Comerio as of June 30, 2010, and the respective changes in financial position for the fiscal year then

ended in conformity with accounting principles generally accepted in the United States ofAme.ica.



INDEPENDENT AUDITOR'S REPORT ICONTINUED):

ln accordance with Governmental Auditing Standards, we have also issued our report dated November
12, 2010, on our consideration of the Municipality of Comerio' internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant

agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an

integral part of an audit performed in accordance with Governmental Auditing standards and should be

considered in assessing the results of our audit.

Accounting principles generally accepted in the United States ofAmerica require that the management's
discussion and analysis and budgetary comparison information on pages 3 through 9 and 4l through 44
be presented to supplement the basic financial statements. Such information, although nota partofthe
basic financial statements, is required by the Governmental Accounting Standards Board, who considers

it to be an essential part of flnancial reporiing for placing the basic finanaial statements in an

appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in

the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparingthe information for consistency with management's responses

to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. we do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an

opinion or provide any assurance,

CABTOS R. DIAZ

November 12, 2010.

Aguas Buenas, Puerto Rico

License No. 1339

Expke December 1, 2013

The Stamp No. 2564,102 ofthe Puerto Rico Society

of Certified Public Accountants was affixed to
the original of this repo.t.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF COMER[O

MANA6EMENT,s OIscUsSION AND ANATYS15

YEAR ENDEDIUNE 30,2010

INTRODUCTION

The following discussion presents an overview of the financial position and financial activities of the

Municipality Autonomous of Comerio (The Municipality) for the year ended June 30, 2010. Thls

discussion was prepared by the Municipality management and should be read in conjunction with the
financial statements and notes thereto, which follow.

FINANCIAL HIGHTIGHTS

The financial position of the Muicipality remains staong at lune 30, 2010, with total assets of

563,444,258, total liabilities of 510,431,645, and total net assets of553,012,613. Municipality net assets

increased S3,716,603 in comparison with June 30, 2009 balance of S49,296,070. An overview of each

statement is presented below along with a financial analysis of the transactions impading the

statement.

condensed financial statements for the Municipality at June 30, 2010

Condensed Statement oI Net Assets

Assets

CapitalAssets
Other Assets

Lidbilities ond NEf Assets

Long-Term Debt

Other Liabilities

lnvested in Capital Assets

Restricted for Debt Service

Capital Projects

Replacement and Others
Unrestricted
Totol Net Assets

2009

547,382,a65
14,645.129
62,O27,994

2010

5s1,96s,346
Ll,478,912
63,M4,258

8,904,465
3,427 ,491

12.'131,956

44,5a2,673
a45,342

4,314,563
1,150,695

17,657,2631

s49296010

8,606,940
1,424,705

10,431.545

4A,708,8t9
1,046,78'1

6,397,497
t,142,Oa0

14,276,910\

9ga2-613
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW AUTONOMOUS OF COMERIO

MANAGEMEN]'s DrscussroN AN D ANALYSTS (CoNTTNUED)

CoN DENSED STATEMENT OF Acrrv[rEs
YEAR ENoEDJUNE 30,2O1O

Revenues
Program Revenues:

charges for Services

operating Grants

CapitalG.ants
GeneralRevenue:

PropertyTax
MunicipalTax
Sale Tax

Construction ExciseTaxes

Grants and Entitlements
lnterest, Rents and Others

Expenditures
General Administration
Public Safety

Education, Culture and Recreational

Public Works and Sanitation
Health and welfare
Public Relation
Planning and General Services

lnterest
Housing
Housing lnterest

Chdnges in Net Assets

Net Assets dt begihning

Net Assets dt end

2009

5 808,788
7,435,427
8,140,100

920,809
611,511
903,971
2U,671

7,454,424
258.185

21,624,290

6,624,004
866,037
890,344

5,048,115
2,013,957

395,110

500,338
132,112
454,193
92,890

s17.018,100

S 4.610.190

S1r4.68s.910

s4929690

2010

S 73s,82s
1,981,193
3,494,LL8

951,664
544,490

1,077,064
230,267

7,509,328

560.804
17,064,753

5,994,188
857,059

889,579
2,!41,191
1,890,000

363,837
527,210
773,637
421,243

83,406

s13.348,150

s 3.716.603

s49.296.010

553.012-613
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COMMONWEAI"TH OF PUERTO RICO

MUNICIPALITY AUTONOMOUS OF COMERIO

MaNAGEMENT's DrscussroN AND ANALYsE (CoNTTNUED)

YEAR ENDEDIUNE 30,2O1O

USING THE FINANCIAI- STATEMENTS

The Municipality's flnancial statements were prepared in accordance with standards issued by the

Governmental Accounting Standards Board (GASB). ln lune 1999, the GASB issued Statement No.34
Financial Statements and Management's Discussion and Analysis for State and Local Governments. The

financial statement presentation required by GASB statement no. 34 provides a comprehensive, entity_

wide perspective of the Municipality's assets, liabilities, net assets, revenues, expenditures, changes in

net assets and cash flows.

The financial statements report information of the Municipality's as a whole and include the financial

results of Rio Plata Development, a Blsiness Type Division ofthe Municipality.

OVERVIEW OFTHE BASIC FINANCIAT STATEMENTS

The Municipality's financial statements include three components: (1) the Sovernment-wide financial

statements, (2)the fund financial statements, and (3) the notes to the financial statements (collectively

known as the basic financial statements). This report also contains additional required supplementary

information (budgetary schedules) in addition to the basic financial statements themselves These

components are described below:

Government-wide Financial statements

The government-wide finonciol stotements arcdesigned to provide readers with a broad overview ofthe
Municipality's operations and finance as a whole in a manner similar to private-sector business. These

statements provide short-term and lonS-term information about the Municipality's financial position,

which assist the Municipality's management to determine the economic condition at the end of the

fiscal year. These financial statements are prepared using the flow of economic resources measur€ment

focus and the accrual basis of accounting. This basically means that these financial statements follow

methods that are similar to those used by most businesses They take into account all revenues and

expenses connected with the fiscal year ended June 30, 2010 even if cash involved have not been

received or paid. The government_wide financial statements include: (1) the statements of net assets

and (2)the statement of activities.

Statement of Net Assets

The statement of net assets presents all of the Municipality's assets and liabilities, with the difference

between these two items reported as "net assets" (equity). Over time, increases or decreases in the net

assets may serve as a Lrseful indicator of whether the financial position of the Municipality is either

improving or deteriorating.

5



COMMONWEALTH OF PUERTO RICO

MUNICIPATIW AUTONOMOUS OF COMERIO

Management's Discussion AndAnalysis (Continued)
Year Ended lune 30,2010

Statement of Activities

The statement of activities presents information showing how the Municipality's net assets changed

during the fiscal year ended June 30, 2010. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,

revenues and expenses are reported in this statement for some items that will not result in cash flows
until future fiscal periods (such as uncollected taxes and earned but unused vacation leave). This

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

Both of the abovementioned financial statements present all the governmental activities of the
Municipality, which consist mostly by taxes and intergovernmental revenues (such as federal grants).

Most services provided by the Municipality fall into this category, including culture, recreation and

education, general government, health and sanitation, public safety, public housing and welfare, etc.

Fund Financial Statements

The Municipality's fund financial statements, which consist of: (1) the balance sheet - governmental

funds and (2) the statement of revenues, expenditures, and changes in fund balances - governmental

funds. These financial statements report the financial position and results of operations of the
Municipality's governmental funds.

A fund is a grouping of related 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 demonstrate compliance with finance-related legal

requirements. Each fund is considered an independent flscal 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 to aid management in

demonstrating compliance with legal, financial and contractual provisions.

The fund financial statements focus on: (1) individual parts of the Municipality's government and (2)

reporting the Municipality's operations in more detail than the government_wide financial statements.

For financial reporting purposes, the Municipality classifies its fr.rnds within the followinB fund

categories: (1) general fund, (2) debt service fund, (3) special revenue funds and (4) capital projects

funds (collectively known as the "governmental funds").

Governmental funds are used to account for all of the services provided by the Municipality.

Governmental funds are used to account for essentially the same functions reported as governmental

activities in the governmentalwide financial statements. However, unlike the government_wide

financial statements, governmental fund financial statements focus on near_term inflows and outflows

of expendable resources. They also focus on the balances of expendable resources available at the end

of the fiscal year. This approach is known as using the flow of current financial resources measurement

focus and the modified accrual basis of

6



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW AUTONOMOUS OF COMERIO

MANAGEMENI's DrscussroN AND ANALYSTS (CoNTTNUED)

YEAR TiIDEDJUNE 30, 2O1O

accounting. These statements provide a detailed short-term view of the Municipality's finances that
assists in determining whether there will be adequate financial resources available to meet the current
needs of the Municipality, that is, evaluating the Municipality's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the fund information presented for Sovernmentalfunds with similar
information presented for governmental activities in the government-wide financial statements. By

doing so, readers may better understand the long term impact of the Mun;cipality's near-term financial
decisions.

For financial reporting purposes the Municipality has six major funds: (1) the general fund, (2) the debt
service fund, (3) HUD Block G.ant, (4) 53,817,000 Loan, (5) bond fund and (5) special communities' trust
fund.

Notes to the Easic FinancialStatements

The notes to the basic financial statements provide additional information that is essential to a full

understanding of the data provided in the Sovernment'wide and the fund financial statements. The

notes to the basic financial statements can be found immediately following the basic financial

statements.

Required supplementary lnformation

The basic financial statements are followed by a section of required supplementarY information

consisting of a budgetary comparison between actual operating results with the original budget and the
linal amended bud8et for the generalfund.

ANALYSIS OF FINANCIAL POSITION AND RESULTS OF OPERATIONS

Statement of Net Assets

The statement of net assets presents the assets, liabilities and net assets of the Municipality as of the

fiscal year ended June 30, 2010. The net assets are displayed in three parts, invested in capital assets,

restricted and unrestricted. Restricted net assets may either be expendable or nonexpendable and are

those assets that are restri€ted by law or by an external donor' Unrestricted net assets, while they are

generally designated for specific purposes. The statement of net assets, along with the Municipality's

basic financial statements, is prepared under the accrual basis of accountinS, whereby revenues are

recognized when realized and expenses are recorded when the service or good is received, regardless of
when the cash is exchanged.

Cash and cash equivalents represents 4.32% oftotal assets while cash with fiscalagent represents 7.12%

of it. Capital assets amount lo 81.91% of total assets. The other 6.55% represents receivables,

restricted cash and investment in certificates ofdeposit.
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COMMONWEAI.TH OF PUERTO RICO

MU TCTPAU'Y AUTO OMOUS OF COMERIO

MaxaGEMEris orscussrox AxD Al{a!Y$s (coim uED)

YEAR Er,lDEO JUiIE 30, 2O1O

Municipalih/s cash and cash equivalents chan8ed from 51,871,643 at June 30, 2W to 52,73a,677 al

June 30,2010. capital Assets increased from 547,382,865 to 551,965,345 for the same period.

current liabilities consists primary ofaccounts payable and accrued expenses which represent 77.49% of

total liabilities. tont term debt represents 85.51% of tota I lia bilities.

Net assets representthe residual interest in the Municipalivs assets after liabilities are deducted.

Net Aasets

E lnvested in Capital Assets

tr Replacement and Oth€rs

As of lune 30, 2010, net assets amounted to 553,012,513. Net assets invested in capital assets

amounted to s48,708.819 (92%). Replacement and others net assets amounted to s4303,794 (8%)

92%

8



COMMO WEALTH Of PUERTO RICO

MUI{IoPAUTY AUTO OMOUS OF COMERIO

MaNAGEMETf5 OEcus6lo AxDAxaY$ (Col{n uED]

YEAn EilDEo ruxE 30, 2010

The following illustrations demonstrate the Municipali!y's major sources ofrevenues and expenses'

E Charg$ for Services

! operating Grants

tr Capital Grants

E Property Tar6

I Municipal Tax

E sales Tax

I Grants and Enthlements

O literest and others

E General Administration

tr Pt|blic satuty

tr Education, Cutur€ and

DPublic worl6 and sanitatio

I Heahh and w.fare

E Public Relrtioi

a PlanninA & GEn€rdl s€.vkes

trother
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COMMONWEALTH OT PUERTO RICO

MUNICIPALITY OF COMERIO

STATEMENT OF NEr AssErs

As OrluNE 30,2010

PRIMARY GOVERNMENT

ASSETS

Cash and cash equivalents
cash with fiscal agent

lnvestment in certificates of deposit
Accounts receivable:

Other agencies
Other
Property tax
Sale tax

Restricted cash

Capitalassets, net

TotalAssets

GOVERNMENTAL
ACTIVITIES

5 2,734,85a
4,518,85s
1,050,000

1,454,246

534,073

7L,512

57,O77,205

61.,440.149

BUSINESS-

TYPE

ACTIVITIES

s 3,819

51,822
8,071

1,045,656
888.141

12s,183

L4,L38

103,037

87t,377

1,113.735

186,273)

ISIA!

5 2,138,611

4,518,855

1,050,000

1,572,064
4,o71

534,O73

71_,5L2

1,045,6s5

51,965.346

1,005,508
622,6t7
95,189

tot,397

L,742,544
7,464,396

10.431,645

48,708,819

I,046,747
639\497

96,424
1,045,656

14.276.970)

553-012-613

2.003.509 63.444.254

LIABILITIES AND NET ASSETS

tiabilities:
Accounts payable and accrued expenses

Deferred revenue

Deposits
Due to other agencies

Long-term debt:
Due within one year

Due in morethan one year

TotalLiabilities

Invested in capital assets, net of related liabilities

Restricted for:
Debt service
Capitalproject
Other
Replacements and other

lJnrestricted

Total Net Assets

880,32s
622,611

81,051
LOL,397

1,039,507

6.593.019

9.317,910

48,795,O92

L,046,781
6397,a97

96,424

14.207,3671

sj2,122.839

1,045,656
{69.609)

5 8@,114

The accompanying notes are an integral part ofthese financialstatements.

10



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IW OF COMERIO

STATEMENT oF acflvtrtEs
foR THE YEAR ENDEDJUNE 30,2010

PROGRAM REVENUES

OPERATING

GRANTS AND

CONTRIBUTIONS

CAPITALGRANTS NET

AND (EXPENSE)/

CONTRIBUTIONS REVENUEFUNCTIONS AND PROGRAMS

Governmental activities:
General administration
Public safety
Education, culture and

recreational
Public works and sanitation
Health and welfare
Public relations
Planning and general service

lnterest

Total governmental activities

Business type-activities:

HousinB

lnterest

totat

CHARGE

FOR

sEBvllESEXPENSES

s (s,994,188)
(857,0s9)

(889,679)

12,147,7971
(1,890,000)

(363,837)

{'521,27O)

{173.631)

1427,283)
(83,406)

(s10.689)

s1133r8-150)

6,341

163,997

109,839
216,303

251,142

1,403,909
53,494,118

s(s,884,34s)
l'640,1561

(632,196)

7,346,327

1322,O94\
(353,837)

lszt,27ol
(173.631)

17,t97,a72],

134,204
(83,405)

54.798

5gE7-014)

(Continue)

112.837,4611 110.338 1,981,193 3.494.118

51-981193 93/94@

565,487

565.481

u3s324
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

STaTEMENT oF AcrvrrtEs (CoNnNUED)

FoR THE YEAR ENDED IUNE 30,2O1O

Net (expense)/revenue

Generalrevenue:
Taxes:

Propertytaxes
Municipaltax
Sale tax
Construction excise tax

Grants and entitlements
Licenses and permits
lnterest
Rent

Other

TotalSeneral revenues

Changes in net assets

Net assets at beBinning

Net assets at end

GOVERNMENTAL

ACTIVITIES

s l7 .191..A72)

951,664
584,490

1,017,064
230,267

1,s09 324
5,131

103,411
245,334
202,542

10.849.843

3,558,031

48,464.808

s52,!2A39

BUSINESS.TYPE

ACTIVITIES

s 54.798

8s0

3,77 4

5A,572

831.202

s88eJl4

TOTAL

s (7.137.014)

95t,664
584,490

L,011,064
230,267

7,sog 324
5,731

106,341
245,334
203,392

10.853,617

3,7t6,603

49.296.010

s13812.613

The accompanying notes are an integral part ofthese finan€ial statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

REcoNcrLrAnoN OF THE GovERNMENTAL FUNDs

BALANGE SHEETTO THE STAIEMENT O' NEI A55ET5

AS OFJUNE 30,2O1O

Fund Balances in Governmental Funds 5 8,212,408

Amounts reponedJor Governmentol Aclivities in the Stotement of Net
Assets ote dilfercnt becouse:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. 51,O77,2Os

Receivablesdeferredingovernmentalfundfinancialstatements 516,795

Long-term liabilities are not due and payable in the current period

and therefore are not reported in the funds:
Bonds and notes payable (5,479,000)

Accrued interest (51,043)

Compensated absences (1,478,093)

Advances from CRIM 1675,433)

552J22-839

The accompanying notes are an integral part of these financial statements
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO

REcoNCIUATION OF THE STATEMENT OF REVENUES, EXPENDIIUSES

AND CHANGES lN FUND BaLANCES OF GoVEBNMENTAI

FUNDS TO THE SIATEMENT OF ACIIVITIE5

FORTHE YEAR ENOTO JUNE 30,2O1O

Net ahange in fund balances - total governmenta I tu nds

Amounts reported Ior Govefimental Activities in the Stotement ofActivities

ore difierent becouse:

S(1,067,093)

Governmental funds report capital outlays as expenditures. However, in

the statement of activities and changes in net assets, the cost ofthose
assets is allocated over their estimated useful lives and reported as

depreciation expense. This is the amount of capitalassets recorded in

the current period. 6,530,321

Governmental funds report principal payments on lonS-term debt as

expenditures, whereas the principal payments reduce the long_term debt

in the statement of net assets. 328,000

changes in acarued expenses which do not require the use of current
financial resources:

tnterest 23,361

Compensating absences \145,2271

Deferred revenues (168,769)

Governmentalfunds report payments ofother long_term debt as

expenditures where as the payment reduces the long term is the

obtigate in the statement of net assets. 22,754

Depreciation expense on capital assets is reported in the statement of
activities, butthey do not reqlire the use ofcurrent financial resources.

Therefore, depreciation expense is not reported as expenditures in

Eovernmentalfunds. (1.865,320)

Chdnges in Net Assets ol Govenmentdl A.tivities 5l-658.031

The accompanying notes are an integral part of these financial statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OT COMERiO

STaTEMENT OF FrNANctaL PosrrroN-PRoPRlEraRY FUND

luNE 30,2010

A55ETS

BustNEss TYPE AcrN[tEs
RIO PLAIA DEVETOPMENT

Current Assets:
Lasn

Accounts receivable:

HUD

Other

Property and Equipment

Restricted depo5its

5 3,81s

57,422
8.071

69,7t2

888,141

1,045,656

52003109

s 103,037
125.143
228.220

14,138
471.177

885.515
1,113,735

449,77 4

s2,003109

LIABIUTIES AND NET A5SETS

Liabilities:
current liabilities:

Current maturities of mortgage note
Accounts payable and accrued expenses

Long-term liabilities:
Deposits
Mortgage note, net ofcurrent maturities

Net assets

Total liabilities and net assets

The accompanying notes are an integral part of these financial statements
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERiO

srArcMENT OF AcnvllrEs - PRoPRTETARY FUND

YEAR ENDEDJUNE 30,2O1O

BUSINESS TYPE ACIIVITIES

RIO PI.ATA DEVELOPM ENT

Revenues:

Rent
Financial

Others

Total revenues

Expenses:
Administrative
Utilities
Operating Maintenance
Taxes and insurance

Depreciation
lnterest

Total Expenses

Change in net assets

Project net assets, beginning ofyear

Project net assets, and Year

S56s,487
2,924

850

569,261

746,993
13,631

L37,693
37,OO7

91,959
83.406

510.689

58,572

a3L,202

53a9,t1A

The a€companying notes are an integra part of thesefinancial statements,
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERfO

srarEMENT OF CasH FLows - PRopRtEraRY FuNo

FOR THE YEA8 ENDED JUNE 30,2O1O

BUSINEsS TYPE ACr|VIIIES

RIo PLATA DEVELoPMENT

Cash flows from operating activities:
Re.eipts:

Rentalreceipts
Interest receipts
Other operating receipts

Totalreceipts

Disbursements:
Administrative
Management fee
Utilities
Salaries and wages

Operating and maintenance
Property insurance

Miscellaneous taxes and insurance

lnterest on first mortgage

Totaldisbursements

Net.ash provided by ope6ting adivities

cash flows from investinS activiiies:
Net deposits to the reserve for replacement account
Net purchase of fixed assets

Net cash used in investing activities

5 505,724

509.498

29,498
45,358
13,937
55,402

107,436
12,O7L

24,935
83.406

372.131

116,761

(33,049)

{9.439)

s-142-4A8)

(Continue)
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COMMONWEALTH OF PUERTO RICO

MUNTCIPALIW OF COMERiO

STATEMENT OF CA5H Ftows - PRo'RIETARY FUND

FoR THE YEAR ENDEDJUNE 30,2O1O

BU5INE55 TYPE ACIIVIIIES

RIO PIATA DEVELOPMENI

Cash flows from operating activiiies:
Principal payments- first mortgage

Net cash used in financing activities

Net inc.ease in cash

cash at beginning of year

Cash at end of year

Reconciliation ofchance in total net assets

from operation to net cash provided by

operaling activities:
Change in total net assets from opeGtions

Adrustment to reaoncile change in total
net assets form operations io net aash

provided by operating activities:
Depreciation expense
(lncrease) decrea se in current assets and

increase (decrease) in current liabilities:
Tenant accounts receivable

Cash restricted fortenant security deposits

Accounts payable

Accrued liabilities
Tenant security deposits held in trust

Net cash provided by operating adivities

s (91.994)

(91,994)

2,279

1.540

5 3-819

s s8,s72

91,959

(s9,763)

173
357

45,636
17731

5 135J61

The accompanying notes are an integral part ofthese financial statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO

NOTE5 TO THE FINANCIAL STAIEMENTs

luNE 30,2010

ORGANIZATION

The Municipality of comerio {the Municipality) was established in 1826. The Municipality is a

politicai and legal entity with full legislative and administrative faculties in every affair of municipal

character, with perpetual succession, existence and legal personality separate and independent

from the government ofthe Commonwealth of Plerto Rico

The municipal government is comprised of the executive and legislative bodies, which are elected

every four years in the Puerto Rico general elections. The executive power is exercised by the Mayor

and the legislative power by the Municipal Legislative Body, which has twelve members.

The Municipalitv provides the following services to its community: health, public works, education,

plblic safety, housing, community and social services, welfare, culture and recreation, as well as

many other general and administrative services.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accountin8 and reporting policies of the Municipality relating to the funds included in the

accompanying basic financial statements conform to accounting principles generally accepted in the

United States of America applicable to state and local Eovernments Generally accepted accounting

principles for local governments include those principles prescribed by the Governmental

Accounting Standards Board (GASB), the American Institute of Certified Public Accountants in the

publication entitled Audits of State and Local Governmental Units and by the Financial Accounting

Standards Board (when appticable). The more significant policies of the Municipality are described

below.

Reporting enlity

A reporting entity consists of the primary government, component units, and other organizations

that are included to ensure that financial statements are not misleading. The primary government

of the Municipality consists of all funds and departments that are not legally separate from the

Municipality. For the Municipality of Comerio, this inclldes various services including police

protection, recreation (including parks), street maintenance and repair, sanitation, and Seneral

administrative services. The operation of each of these activities is directly controlled by

Municipality Legislative Body through the budgetary process

22
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

Component units are legally separate organizations for which the Municipality is financially

accountable. The Municipality has no component units.

Government wide and fund fina ncial statemenis

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all the a€tivities of the primary government and its

component units. For the most part, the effect of interfund activity has been removed from these

statements. Governmental activities which normally are supported mainly by taxes and

intergovernmental revenues are reported separately from business-type activities, which rely to a

significant extent on fees and charges for support. Likewise, the primary government is reported

separately from certain legally separate component units for which the primary government is

flnancially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given

function or segments are offset by program revenires, Direct expenses are those that are clearly

identifiable with a specific function or segment. Program revenues inclLlde a) charges to customers

or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a

given function or se8ment and b) grants and contributions that are restricted to meeting the

operational or capital requirements of a particular function or segment. Taxes and other items not

properly included among program revenues are reported instead as general revenues

The fund financial statements se8regate transactions related to certain functions or activities in

separate funds in order to aid financial management and to demonstrate legal compliance These

statements present each major fund as a separate column on the fund financial statements; all non-

maior funds are aggregated and presented in a single column.

The Municipality reports the following major governmental funds:

1) General Fund

This is the operating fund of the Municipality and accounts for all financial resources, except

those required to be accounted for in another fund.

2) Debt Service Fund

This fund is used to account for the accumulation of resources for and the payment of, general

long term debt principal, interest and related cost

COMMONWEAITH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NoIEsTo THE FINANCIA! STATEMENTS (CONTINUED)

,uNE 30,2010
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NoTES TO THE FINANCATSIATEMENTs (CONTINUED}

JUNE 30,2O1O

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

3) Hl.lD Block Grant Fund

This fund was created for the accountability of the state Community Block Grant of the us Housing

Development Department.

4) 53,817,000 fund loan

The fund accounts for proceed and expenditures of a special loan for the development of capital

projects.

5) Bonds fund

This is a special fund created for the accountability of a grant provided by the commonwealth of
Puerto Rico from issuance of bonds which proceeds are internal

6) Special communities trust fund

This is a special fund created for the accountability of a grant which proceeds are intended to be

used for infrastructure proiects in special communities among the Municipality.

Measurementfocus, basisof accountingand finanaial statement presentation

The Bovernment-wide fiflancial statement of Net Assets and the Statement of Activities, both

government and business like activities, are presented using the economic resources measurement

focus and the accrual basis of accountinS, Revenues are recorded when earned and expenses are

recorded at the time the liability is incurred, regardless of the timing of related cash flows. Property

taxes are recognized as revenues in the year for which they are levied Grants and similar items are

recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The governmental fund linancial statements are presented using the current financial resources

measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as

they are both measurable and available. under this method revenues are considered to be available

when they are collectible within the current period or soon enough thereafter to pay liabilities of the

current period. For this purpose, the government considers revenues to be available ifthey are collected

within 50 days of the end of the current fiscal period. Expenditures generally are recorded when a

liability is incurred, except for debt service, compensated absences and claims and judgments

expenditures which are reported when payment is due

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all

considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal

period. Only the portion of gpecial assessments receivable due within the current fiscal period is

considered to be susceptible to accrual as revenue of the current period. All other revenue items are

considered to be measurable and available only when cash is received by the government.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NOTES TO THE FINANCIAI, STATEMENTs (CONTINUED)

,uNE 30,2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (CONTINUED)

Measurement focus, basis ofacaounting and financial statement presentation (Gontinued)

Private-sector standards of accounting and financial reporting issued paior to December 1, 1989

generally are followed in the government_wide financial statements to the extent that those standards

do not conflict with or contradict Suidance of the Governmental Accounting Standards Board.

Governments also have the option of following subsequent private-sector guidance for their business-

type activities and enterprise funds, subject to this same limitation The Sovernment has elected not to

follow subsequent private sector Suidance.

As a general rule the effect of interfund activity has been eliminated from the Sovernment-wide
financial Statements, Amounts reported as program revenues include 1) charges to customers or

applicants for goods, services, or privileges provided, 2) operating grants and contributions, and 3)

capital grants and contributions, including special assessments. lnternally dedicated resources are

reported as Seneral revenues rather than as program revenues. Likewise, general revenues include all

taxes,

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

Cash, cash equivalents, aash with fisaal agent and investment

The Municipality's finance director is responsible for investing available resources. The Municipality is

restricted by law to invest only in savings accounts and certificates of deposit with banks qualified as a

depository of public funds by the Puerto Rico Treasury Department (PRTD) or in instruments of the

Government Development Bank for Puerto Rico (GDB) The Municipality's policy is to invest any excess

cash in interest bearing deposits with institutions qualified by the PRTD. Earnings from these funds are

recorded in the corresponding fund as interest income.

Cash with fiscal agent in the governmental fund consists of unused proceeds from bonds and notes

issued for the acquisition and construction of major capital improvements. cash with fiscal aSent in the

debt service fund represents special additional property tax collections retained by the Commonwealth

of Puefto Rico and restricted for the payment of the Municipality's debt service, as established by law

The Municipality considers all investments with an original maturity of three months or less to be cash

equivalents.

lnterfund receivables and pavables

Activities between funds that are representative of lending,/borrowing arrangements outstanding at the

end of the fiscal year are referred to as either due to/from other funds (ie, the current portion of
interfund loans) or advances to/from other funds (i.e., the non_current portion of interfund loans).

tnterfunds receivables and payables within the governmental activities are eliminated in the statement

of net assets.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

.ruNE 30,2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POI-ICIES (CONTINUED)

Capitalassets

Capital assets, which include property, plant, equipment, and infrastructure (which is normally

immovable and of value only to the Municipality, such as roads, bridges, streets sidewalks, and

drainage system), are reported in the applicable governmental columns in the government wide

financial statements. The Municipality elected to no capitalize infrastructure acquired before the

implementation date ofGASB 34 (June 30,2003).

Capital assets purchased or acquired are carried at historical cost or estimated historical cost.

Contributed assets are recorded at fair market value as of the date donated. Additions, improvements

and other capital outlays that significantly extend the useful life of an asset are capitalized. Other costs

incurred for repairs and maintenance are expensed as incurred. When historical cost is not available it
is estimated using historic sales ofthe year ofthe acquisition ofthe related capitalassets.

Depreciation in capital assets is calculated on the straiSht_line basis over the following estimated

useful lives:

Building
Equipment
lnfrastructure
Building improvements
Furnishing
Computer
Vehicles

40 years

5 years

40 years

40 years

5 years

3 years

5 years

The Municipality decides when to capitalize an asset usinga capitalization threshold of525.

Reservation of fund balanae

Reservations of fund balance represent portions of fund balances that are legally segregated for a

specific future use or are not appropriated for expenditure. The Municipality has the following

reservations of fund balance:

1) Debt/ service

Represents net assets available to finance future debt service payments.

2) Restricted assets:

Restricted assets include cash and investment of the business-type activities that are legally

restricted a5 to his used. The restricted assets are related to replacement reserve, residual

receipts reserve and tenants deposit held in trust.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NorEs To THE FINANcIaLSTATEMENTs (CoNTINUED)

1uNE30,2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POtICIES {CONTINUED)

Reservation of Iund balance (continued)

3) State and federal Programs

Represent the reservations of amounts available for specific use under state and federal Srant
programs,

Riskfinancing

The Municipality carries insurance to cover casualty, theft, tort claims and other losses lnsurance

policies are negotiated by the Puerto Rico Treasury Department and costs are allocated among all

the municipalities of Puerto Rico. cost of insurance allocated to the Municipality and deducted from

the gross propefty tax collections by the Municipal Revenue Collection Center (the "CRlM") for the

year ended lune 30,2O1O amounted to 5183,189. The current insurance policies have not been

cancelled or terminated. The CRIM also deducted 5188,415 for workers compensation insurance

covering all municipal employees.

Post Employment Benefits

Pu6uantvariousActs,theMlnicipalityisrequiredtocoverannuallythe3%increase(costofliving
allowance) in the retirement plan of it's retires employees. Substantially all of the employees may

become eliBible for these benefits of they reach normal retirement to while working for the

Municipality. For the fiscal year ended lune 30, 2010, post employment benefits to retirees

amounted to 535,105. These benefits are recorded as expenditures in the general fund when

reported by the retirement plan.

Compensated absences

Employees accumulate vacation leave at a rate of 2.5 days per month up to maximum of 60 days'

Unpaid vacation time accumulated is fully vested to the employees from the first day ofwork'

Employees accumulate sick leave at a rate of 1.5 days per month up to a maximum 90 days ln the

event of emplovee resignation, the employee is paid for accumulated vacations days up to the

maximum allowed. Separation from employment prior to use of all or part of the sick leave

terminates all rights for compensation, except for employees with ten years or more of service who

areentitledtosickleavepayuptothemaximumallowed.Employees,maximumallowedvacations
and vested sick benefits are accounted for in the Statement of Net Assets
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OT COMERIO

NorEs To THE FINANCIAL STaTEMENTS (CoNrlNuED)

JUNE 30,2010

2. SUMMARY Of SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Use oI estimates

The preparation of financial statements in conformity with accounting principles Senerally accepted in

the united States of America requires management to make estimates and assumptions that affect

the reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenues and expenditures/expenses

during the reporting period. Actual results could differ from those estimates.

Deposits and investments

Under Puerto Rico statutes, public funds deposited in commercial banks must be fully collateralized

for the amount deposited in excess of federa I depository insurance Allsecurities pledged as collateral

are held bythe Secretary ofthe Treasury of Puerto Rico.

Subsequent Events

Management has evaluated subsequent events throu8h November 12, 2010, the date the financial

statementswere evaluated to be issued,

3. PROPERTYTAX

The personal property tax is self assessed by the taxpayer on a return, which is to be filed by May 15

of each year with the Municipal Revenue Collector Center (the CRIM), a Sovernmental entity created

by the Commonwealth of Puerto Rico. Real property tax is assessed by the CRIM on each piece of real

state and on each building.

The assessment is made as of Janlrary 1 of each year and is based on current values for personal

property and on esteemed values as of 1957 for real property tax. The tax on personal property must

be paid in fLrll together with the return by May 15. The tax on real property may be paid in two

installments byJuly l andJanuary 1

The cRlM is responsible for the billing and collections of real and personal property taxes on behalfof

alt the municipalities of Puerto Rico. Eefore the beginning of each fiscal year, the cRlM informs the

MLlnicipality of the estimated amount of property tax expected to be collected for the ensuing fiscal

year. Throughout the year, the CRIM advances funds to the Municipality based on the initial

estimatedcollections'ThecRtMisrequiredbylawtoprepareasettlementstatementonafiscalyear
basis, where by a comparison is made between the amounts advanced to the Municipality and

amounts actually collected from taxpayers
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO

NOTEs TO THE FINANCIAL STATEMENTS (CONIINUEDI

JUNE 30,2010

3. PROPERTY TAX (CONTTNUED)

This settlement has to be completed on a preliminary basis not later than three months after fiscal
year-end, and a final settlement made not later than six months after year-end. lfthe CRIM remits to
the Municipality property tax advances, which are less than the tax actually collected, a receivable

from the CRIM is recorded at.lune 30. However, if advances exceed the amount actually collected by

the cRlM, a liabilitytothe CRIM is recorded atlune 30.

Residential real property occupied by its owner is exempt by law from the payment of property

taxes on the first 515,000 of the assessed value. For such exempt amounts, the Puerto Rico

Treasury Department assumes payment of the basic tax to the Municipalities, except for property

assessed at less than 53,500 for which no payment is made. As part of Law No. 83 of August 30,

1991, as amended, the exempt amount to be paid by Puerto Rico Treasury Department to the
Municipalities was frozen as of January 1, 1992. ln addition, the law grants a tax exemption from
the payment of personal property taxes of up to $50,000 of the assessed value to retailers having

annual net sales of less than 5150.000.

The annual rate for fiscal year 2010 is 8.78% for real property and 6.78% for personal property of
which 1.03% of both tax rates are for the redemption of public debt issued by the Commonwealth of
Puerto Rico. The remaining percentage is distributed as follows: (a) 6.0% and 4.0%, respectively,

represent the Municipalit/s basic property tax rate, which is appropriated for general purposes and

accounted for in the general fund. A portion of such amount is deposited in an equalization fund
together with a percentage of the net revenues of the Puerto Rico Electronic Lottery and subsidy

from the commonwealth of Puerto Rico. From such fund, a distribution is made to all

municipalities; (b) 1.75% represents the special ad valorem tax restricted for debt service and

ac.ounted for in the debt service fund. The Commonwealth contributes an annual tax rate of 0.2%

ofthe propertytax collected and the remaininB rate is paid by the taxpayer.

on.lanuary 26, 2000, Public Law 42, as amended, was enacted which authorized the CRIM to obtain
a loan up to 5200 million, and for a term not exceeding 30 years, to allow for the financing of the
debt that the municipalities of Puerto Rico have with the CRIM arising from final settlements of
propertv tax advances versus actuai collections throu8h fis€al year 2000-2001. The amount that the
municipalities will colle€t from the additional property taxes resulting from the increase in the
slbsidy from the central government to the municipalities was assigned through this law to repay

such loan. The increase in this subsidy was the result of the Public Law 238, enacted on August 15

1999. As of June 30, 2O1O the amount due to CRIM amounting to 5675,433 is presented as other
long-term debt (see Note 10).
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IW OF COMERIO

NorEs To THE FrNANclAt STATEM ENTs {CoNrlNUEo)

luNE 30,2010

3. PROPERTYTAx(CONTINUED)

Total property tax receivable, net of an allowance for uncollectible accoLlnts of 54,720,4'73,

amounted to 5616,416 at lune 30, 2010. The composition of property taxes receivable and the

related deferred revenues is a follows at lune 30,2010:

General Fund Debt Service Fund Total

Gross prcpertytaxes receivable 53,741,041

Less allowance for uncollectible accounts 3,304 468

$3136173

s a2a4e

s83s,497
131,996

s 9J,5o1

L94346

S4,s76,s38
4,O42,465

s l34.0z

5 116J95

Net property taxes receivable

Deferred (unavailable p.operty)

tax revenues in GFFS

4. VOLUME OF BUSINESSTAX

The municipal license tax is levied annually based on the volume of business of certain businesses

and industrial or8anizations that operate in the Municipality. The tax rates are 1 50% for financing

institutions and .50% for the other business institutions. The taxpayers must file a return not later

than April 15 of every year and the tax is payable in two installments, due in July 1 and January 1 of

the following fiscal year. The amount levied could be paid with a five percent (5%) discount if

payment is made on or before the filing date. The Municipality levied and collected during the year

ended June 30, 2010,5378,267 corresponding to the following fiscal year volume of business tax'

This amount was recorded as deferred revenue, and is presented as a liability in the accompanyinB

combined balance sheets.

SALE TAX

On luly 4, 2006, the legislature of the Commonwealth of Puerto Rico approved Act No 117 ("Act

1.17") which amends the Puerto Rico lnternal Revenue Code of 1994 to provide for a sale and use tax

of 5.5 to be imposed by the Commonwealth Government. Act 117 also authori2ed each municipality

government to impose a municipal sale and use tax of 1.5%. This municipal sale and use tax has in

general the same tax base and limitations (except for unprocessed foods) as those provided by the

commonwealth's sale and use tax

The Act 80 also provides for restrictions on the use of the resources (including the 5 of 1'5%

collected by the Commonwealth Government) to be invested in solid waste and recycling program,

capital improvements and health and public safety costs. Amount colle€ted by the Commonwealth

will be deposited in accounts or special funds in the Governmental Development Bank of Puerto

Rico ("GDB"), subject to restrictions imposed and distributed as follows:

5.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NoTEs To THE FINANCIAL SIATEMENT5 (CONTINUED)

JUNE 30,2O1O

5. SALE TAX (continued)

a) .2% of the .5% will be deposited in a "Municipal Development Fund" to finance costs as

restricted bY the Act,

b) .2% of the 5% will be deposited in a "Municipal Redemption Fund" to paid loans to
municipalities subjectto restrictions imposed bythe Act and,

c) .1% of the .5 will be deposited in a "Municipal lmprovement Fund" to finance capital

improvement proiect; these flnd will be distributed based on legislation form the

Commonwealth's legislature.

The Municipal sale Tax is specifically imposed over all sale transactions of taxable items and

combined transactions (as defined by the municipal internal regulation) taken place within

municipal limits. The Municipal Tax is also speciflcally imposed over the purchase price for the use,

storage or consumption of taxable transactions (as defined by the mllnicipal internal regulation)

taken place within municipal limits.

The Municipal Legislature approved the imposition of the municipal sales and use tax effective

November 1, 2006. Individual, organizations and entities subject to collect the municipal sales and

use tax mLrst file a tax return to Municipality Tax is due each 2oth day of each month based on tax

collected in the preceding month. The Municipal Ordinance does not impose specific restrictions or

limitations on the use of the m{rnicipal sale and use tax resources. Resources are recorded in the

generalfund of the MuniciPality.

TNTERGOVERNMENTAL REVENUES

lntergovernmental revenues sources consist of contributions received from certain quasi-public

corporations of the Commonwealth of Puerto Rico, such as the Puerto Rico Aqueduct and Sewer

Authority and the Puerto Rico Electric Power Authority. Also, the Municipality receives some

subsidies from the Commonwealth of Puerto Rico which include, among others, a subsidy for

general operations and for the financing of capital improvements. The interSovernmental revenues

are recorded in the General f!nd, except for those that are legally restricted for expenditure for

specified purposes which are recorded in the Other Governmental Funds
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MUNICIPALITY OF COMERIO

NoTEsTo THE FINANGIAL SIAIEMENTS {CONTINUED)

JUNE 30,2010

7. DEFERRED REVENUE

Oeterred revenue aonsist o ihe lollowing

Deferred revenue in the general fund related to the municipal license tax

collected in the fiscalyear 2009-2010 that will be earned in fiscal year 2010-

20t1.

The deferred revenue presented in other governmental funds is the portion

of federal grants received for which qualifying expenditures have not been

incurred.

Property tax receivable but not available in the government fund financial

statements.

5 378,261

622,620

516,795

51J39r105

COMMITMENTS AND CONTINGENCIES

At June 30, 2010, the Municipality was defendant and/or codefendant in several litigations arising

out of the normal Municipalitv's operations. Most of the cases are covered by insurance.

Management, after consultation with legal counsel, is of the opinion that the ultimate liability, in

excess of insurance covera8e, if any, resulting from such pending litigations would not be material in

relation to the financial position ofthe Municipality.

Amounts received or receivable from Srantor agencies are subject to audit and adjustment by

grantor agencies. Any disatlowed claims, including amounts already collected, may constitl.lte a

liabitity ofthe applicable funds. Theamount,ifany,oftheexpenditureswhichmaybedisallowedby
the grantor cannot be determined at this time, although the Municipality expects such amounts, if
any, to be immaterial.

RESTRICTED DEPOSIT

Restricted cash in the business type activities included restricted deposits as follows:

9,

Replacement reserve

Security deposits
Residualreceipts

5 99s,323
14,L38
36,195

trc45656
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MUNICIPAI-ITY OF COMERIO
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9. RESTRICTTD DEPOSIT (CONTINUED}

Replacement Rese.ve

The project is required under the Project Rental Assistance Contract (PRAC) and federal

regulations, to set aside amounts to aid in funding extraordinary maintenance and repair and

replacement of capital items in accordance with applicable regulations. Funds may be drawn

from the reserve and used only in accordance w;th HUD guidelines and with approval of, or as

directed by, HUD.

Security Oeposits

The project is required, under federal regulations, to set aside, at the time of the initial

execution of the lease, the tenant's security deposit and its accumulated interest. The project

must refund to the tenant, the full amount ofthe tenant's security deposit, provided the tenant

does not owe any amount under the lease. The Proiect may use the tenant's security deposit

balance as a reimbursement for any unpaid amounts the tenant owes under the lease.

ResidualReceipts

The Project is reqlired, under federal regulations and PRAC, to set aside the surplus proiect

funds in an interest'bearing residual receipts account when the project funds are more than

needed for the operation of the proiect, to pay ope.ating expenses, and to make the required

deposits to the replacement reserve. Withdrawals from this account will be made only with the

approval of HUD and for proiect purposes, including the reduction of proiect rental assistance

payments.

B.

c.
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10. CAPITAT ASSETS

Capital asset activity for the year ended June 30, 2010 was as follows:

Balance

Decreases June 30, 2010Primary Government

Governmental activities:
Capital assets, not being depreciated:

Land

Construction progress

Total capitalassets not being

depreciated

Capital assets being depreciated:
Buildings
Equipment
lnlrastructure
lnfrastructure equipment
Buildings improvements
Furnishing
work ofart
Computer
Vehicles

Total capital assets beingdepreciated

Less accumulated depreciation for:
Buildings
Equipment
lnfrastructure
I nf rastructure equiPment
Buildings improvements
Furnishing

Computer
Vehicles

Total depreciable capital assets, net

Governmental activities capital assets net

Balanre
June 30,2009

s 6,887,90s
2,aa4.654

L712,559

lncreases

s 4.548.541

4,548,54L

s 5,887,90s
s{3s0.243) 7.O62.9s2

13s0.243) 13.970,857

20,329,620
1,669,345
2,098,078

9,6t4,212
9,532,522

458,074
1,580

262,525
3,3t4,7!9

41,2U,676

(3,780,75s)

|L,221-,041],

'234,223)
(9s3,802)
(806,611)

1337,t77)
(1,s80)

l'224,7691
8,O91,123)

(10,645,031)

35,639.645

s 48A12294

292,tOO

94,058
a52,045
705,6t7
332,282

24,782

37,729

2,332,O23

(510,79s)

{181,8s3)
(64,453)

l,682,s27],

\241,119)
(49,078)

(29,636)
(10s.849)

(1.865.320)

466.703

s50r5244

20,62L,120
7,763,414
2,950,723

!0,323,829
9,864,804

442,851
1,580

293,6s4
3.314,779

49,615.699

14,297,s6O)

11-,402,8941
(298,585)

1.L,636,329)
(7,O47,130)

(380,r.9s)
(1,s80)

(2s3,80s)

13.797.s72)
(12.510.3s1)

37.106.348
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NoTEs TO THG FINANCIAL STATEMENTs (CONTINUED}

JUNE 30,2O1O

10. CAP|TAL ASSETS {CONTINUED)

Primary Government

Business-type activities:
Capital assets net beingdepreciated:

Land

Capital assets being depreciated:
Building and imProvements
Office furniture and equiPment

Balance

lune 30.2009 lncrease

Balance

Dearease June 30.2010

Less accumulated depreciation:
Building and improvements
Office furniture and equiPment

Total depreciation, capital, assets net

Business activities capital assets, net

s 134.360

3,831,324
188.321

4,019.645

(3,007,10s)

{176.239)

(3.183.344)

836.301

s_970.661

s

I,439

s s 134,360

3,840,763
188.321

4,O29.O84

12,091,342],
(183.951)

(3.27s.303)

753,181

s -88&141

.84,2371
11.122)

(91,959)

(82,s20)

s 82,s20

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

Governmental
Activities

5 484,177

36,907
1,095,120

245,274
3,842

Business-Type
Activities

General administration
Public safety
Public works
Education, culture and recrcation
Health and welfare
Housing

Total depreciation expense

s91,959

s91,959
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NorEs To THE FTNANcTAL STATEMTNTS (CoNTtNUED)

JUNE 30,2010

11. LONG.TERM DEBT

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

Primary governmeni:
Governmental Adiviiies:

Bonds and notes payable

Advance from CRIM

Compensated absences

Business-type activities:
MortgaBe payable

Total

Additions Reduations

S328,ooo

22,758

Beginning
Balanae

S5,8o7,ooo

698,191
1.332,855

7,838,057

1,066.408

S8P04rl65

Ending
Balance

ss,479,000

615,433
1.478,093

't,632,526

Due within
g!:Cie.a-t

s 219,000

20,507
1,039.507

1,039,507

s14s.227

145,227

5 4522,l

350,758

91.994

S442Js2

974,4L4 103.037

s8.606t40 s1J42144
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11, LONG-TERM OEET (CONTINUED)

Governmental activities:

Bonds and notes payable:

5342,000 Municipal public improvement bonds of 1993 payable in
annual principal installments of S18,000 to 525,000 through
Januarv 1, 2016 plus interest at 5.75%

595,000 public improvement bonds of 1993 payable in annual
principal installments ranBing from 55,000 to 57,000 through
January 1,2016, plus interest at 5%

5505,000 municipal general obligation bonds of 2003 payable in
annual principal installments ranging from 515,000 to 540,000
through 1u|1,2027, plus interest at 5% to 5.5%

51,010,000 notes of 2005 payable in an annual principal installment
of 525,000 to 570,000 through July 1, 2029, plus lnte.est at 5%

S3,817,000 municipal special obligation note serial of 2008 payable

in an annual installments regarding from 590,000 to 5342,000 in
llly 1, 2028 plus interest at 5.4%

S200,000 municipal general obligation notes serial of 2004 payable in

annual principal installments ranging from 528,000 to 533,000
through January 1., 2013, plus interest at 4.50%.

5100,000 municipal general obligation note of 2007 payable in

annual installments ranging from 513,000 to 516,000 though
January 1, 2015 plus notes at 4.13%.

5284,000 municipal general obligation note payable in monthly
installments ranging from 539,000 to 546,000 though January 1,

2015 plus interest of4.13%.

s 134,000

36,000

430,000

870,000

3,530,000

94,000

14,000

211.000

5,479,000

Business-type activities:
Mortgage note payable in monthly installments of 515,513 including

interest at 9% including subsidy interest of 8% through 2017. The

note is secured by a residential building. 474,411

s6151114
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luNE 30,2010

11. LONG.TERM DEBT (CONTINUED}

Advances from CRIM

These amounts represeni the balance owed to CRIM at lune 30, 2010 as described in Note 3 and is

payable in semiannual aggregated installments through luly 2032 including interest at 5.1%

The annual debt service requirements to maturity long_term debt as ofJune 30,2010 are as follows:

Governmental-Tvpe Activities

Bonds and Notes Pavable

Year Ended June 30

20!1
2012
2013
20t4
2015

2016-2020
2027-2025
2023-2030

Principal

S219,ooo
260,000
275,000
253,000
271,OOO

1,125,000
1,516,000
1,657,000

$5576.000

lnterest

s 203,9s6
351,519

336,245
379,962
304,282

1,2a6,753
843,464
242,622

s3-889303
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11. LONG-TERM DEBT (CONTINUED)

Due to CRIM:

Year ended June 30

2011

20!2
2073
2014
2015

2016-2020
2027-2025
2026-2030
2031

Principal

S 7,796
16,293
17,276
18,319

19,425
176,L97
155,763

208,800
129,7L4

5589183

lnterest

s 20,s07
40,312
39,328
38,285
37,779

165,828
127,263

7 4,225
11,798

5555J25

Eusiness-type adivitiet
Mortgage note payable:

Year ended June 30

207t
2012
2073
2014
2015
2016-2018

Princioal

s103,037
112,318
122,447
114,437

L42,164
359,517

5e149

lnterest

5 74,2!8
65,641
56,352
46,292
35,396
3s.000

s312-899
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12. RETIREMENT SYST€M

Defined Benefit Pension Plan

The Employees' Retirement System of the Commonwealth of Puerto Rico and its instrumentalities
(the "Retirement System"), created pursuant to Act. No. 447 of May 15, 1951, as amended, is a cost,
sharing multiple employer defined benefit pension plan sponsored by, and reported as a component
unit of the Commonwealth. All re8ular employees of the Municipality hired before January 1. 2000
and under 55 years of age at the date of employment became members of the Retirement System

as a condition to their employment. No benefits are payable if the participant receives a refund of
his/her accumulated contributions.

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

Members who have attained at least 55 years of age and have completed at least 25 years of
creditable service or members who have attained 58 years of age and have completed ten years of
creditable service are entitled to an annual benefit, payable monthly for life. The amount of the
annuity shall be one and one-half percent of the average compensation, as defined, multiplied by
the number of years of creditable seNice up to twenty years, plus two percent of the average
compensation, as deflned, multjplied by the number of years of creditable seNice in excess of 20
years. ln no case will the annuity be less than 5200 per month.

Participants who have completed at least 30 years of creditable service are entitled to receive the
Merit Annuity. Participants who have not attained 55 years of age will receive 55 percent of the
average compensation, as defined; otherwise they will receive 75 percent of the average

compensation, as defined.

Commonwealth legislation requires employees to conttbute 5.775Yo for the first 5550 of their
monthly gross salary and 8.275% for the excess over 5550 of monthly gross salary. The Bank is

required by the same statute to contribute 9.275% of the participant's gross salary.

The Legislature of the Commonwealth enacted Act No. 305 on September 24, 1999, which amends
Ad No. 447 to establish, among other, a deflned contribution savings plan program (the "Program")
to be administered by the Retirement System. All re8ular employees hired for the first time on or
after January 1, 2000 and former employees who participated in the defined benefit pension plan,

received a refund of their contributions and are rehired on or after January 1, 2000 become
members of a Program as a condition to their employment. ln addition, employees who at
December 31, 1999 were participants of the defined pension plan, had the option, up to March 31,

2000, to irrevocably transfer thek prior contributions to the defined benefit pension plan plus

interest thereon to the Program.
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12, RETIREMENT SYSTEM (CONTINUED}

Defined Coniribution Plan

Act No. 305 requires employees to contribute 8.275% oftheir monthly gross salary to the Program.
Employees may elect to increase thek contribution up to 10% of their monthly gross salary.
Employee contributions are credited to his/her individual account established under the Program.
Participants have three options to invest their contributions to the Program. lnvestment income is

credited to the participant's account semi-annually.

The Bank is required by Act No. 305 to contribute 9.275/o ot lhe participant's gross salary. The
Retirement System will use these contributions to increase its asset level and reduce the unfunded
statusofthe defined benefit pension plan.

lJpon retirement, the balance in the participant's account will be used to purchase an annuity
contract, which will provide for a monthly benefit during the participant's life and 50% of such
benefit to the participant's spouse in case of the participant's death. Participants with a balance of
S10,000 or less at retirement will receive a lump-sum payment. ln case of death, the balance in the
participant's accoLrnt will be paid in a lump-sum to his/her beneficiaries. Participants have the
option of a lump-sum or purchasing an annuity contract in case of permanent disability.

Total employees and employer contributions to the above mentioned plans during the year ended
June 30, 2010 amounted to approximately 5245,793 and 5279,100, respectively. This amount
represented 100% ofthe required contribution for the year.

Additional information on the Retirement System is provided in its financial statements for the year

ended lune 30, 2010, a copy of which can be obtained from the Retirement System.

13. CONTINGENCIES

At June 30,2010, the Municipality was defendant and/or codefendant in several litiSations arisinB

out of the normal Municipality's operations. Most of the cases are covered by insurance.

Management, after consultation with legal counsel, is of the opinion that the ultimate liability, in
excess of insurance coverage, if any, resulting from such pending liti8ations would not be material in

relation to the financial position of the Municipality.

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies- Any disallowed claims, including amounts already collected, may constitute a

liability of the applicable funds. Theamount,ifany,oftheexpenditureswh:chmaybedisallowedby
the grantor cannot be determined at this time, although the Municipality expects such amounts, if
any, to be immaterial.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO
ScHEDUtE OF BUDGETaRY coMpaRrsoN

Fon THE YEAR ENDEDJUNE 30,2O1O

GENERAI- FUND

Revenues:
Taxes:

Property taxes
M!nicipaltax
sales tax
Construction excise taxes

Grants and entitlements
Rentalincome
Licenses and permits
lnterest
Other

Totalrevenues

Expenditures:
General administmtion
Public safety
Education, culture and recreational
Public works and sanitation
Health and welfare
Public relation
Planning and general service

Totalexpenditures

Excess of revenue over expenditure

S 8s4,1ss
552,397
s32,8s0
387,000

6,809,185
3SS,793

11,000
78,000

508.451

4,864,472
724,940
397,400

2,427,157
774,353
360,563
539,966

S 8s4,1s5
ss2,391
532,850
387,000

6,809,18s
355,793

11,000
78,OU)

508.451

5,O45,473

69s,785
39s,424

2,307,682
754,697
365,573

4,993,140
692,443
378,800

2,300,944
727,At2
363,837
521,270

10,088.831 10.088,831 9,610,858 1477,973)

ORIGINAL FINAL

BUDGET BUDGET

ACTUAI AT
BUDGETARY

CASE

S 8s4,1ss
584,490
577,682
230,267

6,800,437
409,331

5,737
703,414

45.341

VARIANCE

WITH FINAL

BIJDGET

FAVORABI.E
(UNFAVORABLEI

S 32,093
44,832

(1s5,733)

(8,748)

s3,538
(s,263)
25,4!8

(463.110)

57,733
3,142

76,624
6,134

26,819
1,136

10.088,831 10,088,831

L_S

9.978,850 109.981

s._G62992) sBs1j92)
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COMMONWEAI,TH OF PUERTO RICO

MUNICIPALITY OF COMERIO
NOIESTO SCHEDULE OF BUDGETARY COMPARISON

JUNE30,2010

1. BUDGETS AND BUDGETARY ACCOUNTING

The Municipality follows these procedures in establishin8 the budgetary data reflected in the
financialstatements:

1) Formal budgetary integration is employed as a management control device during the year for
the General Fund. Formal budgetary integration is not employed for special revenue funds
because effective budgetary control is alternatively achieved through legal and contractual grant
requirements provisions.

2) On or before May 15, the Mayor submits to the Municipal Legislative Body a proposed operating
budget for the fiscal year commencing the following July 1. The operating budget includes
proposed expenditures and the means for financing them.

3) Prior to June 13, the budget is legally enacted through passage of an ordinance.

4) The Municipal Legislative Body approves, by ordinance budget appropriations by functional
basis. The Mayor is authorized to transfer budgeted amounts between departments within any
fundj however, any revisions that alter the total appropriations of any fund must be approved
by the Municipal Legislative Body.

5) Unused appropriations for the annual bldgeted funds lapse atthe end oftheyear.

The budget is prepared on the budgetary basis of accounting. The actual results of operations,
presented in the Statement of Revenues and Expenditures - Budget and Actual General Fund, is
in conformity with the budgetary accounting of the Municipality for a better comparison with
the budget information.

The presentation of the budgetary data excludes other appropriations such as capital projects,
debt service and special revenue funds because projects are funded on a multi year nature,
generally requiring several years to complete or effective bldgetary control is alternatively
achieved throu8h general obligation bond indentures and legal and contractual grant agreement
provisions.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF COMERIO
NOTESTO SCH€DULE OF BUDGEIARY COMPARISON (CONTINUEO)

JUNE 30,2010

2. RECONCII.IATION OF GAAP TO BUDGETARY BASIS

Adjustments necessary to reconcile the revenues and expenditures of the general fund at the end of
the year, from the generally accepted accounting principles to budgetary basis, are as follows:

Revenue and expenses forgenerally accepted
accounting principles (GAAP) basis

Transfer in included as revenues in budgetary
basis

Transfer out included as expenditures in
budgetary basis

Other adjustment to adjust revenues from
budgetary basic to modified accrual basis

Expenses per GAPP did not record in
budBetary basis

Revenue and expenses per budgetary basis

Revenues Exoenditures

5Lo,4zs,699 510,136,375

62,575

(81s,100)

1220.04L1

s 9-6108s8 S,9178.8s0

260
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IW OF COMERIO
SCHEDUIE OF EXPENoITURES OF FEDERATAWARos

YEAR END€DJUNE 30,2O1O

NUMBER EXPENDITURES

- US Deoaftment of HousinEand lJrban
Development

Passed through:
- Municipal service Administration:

Community Development Block Grant 14.228 S 408,123
Puerto Rico Public Housing Administration:

- Public and lndian Housing 14.850 296,441
Direct Program:

ction 8- Housing Choice Vouchers 14.A71 596,945
1.301,509

US OeDartment of Justiae
Direct program:

Edward Byrne Memorial Justice
Assistance Grant Program (COPS) 16.738 t2,663

Crime Victim Assistance Program 76.575 24.763
37.426

US Deoartment of Asriculture
Passed through:

PR Department of Education:
Child and Adult Food Program

- US Depanment of Transoortation
Passed through:

PR Traffic Safety Commission:

- State and Community Highway Safety

US Deoartment of Health and Human Services
Passed throuBh:

PR Department of Family:

Child Care and Development Block Grant 93.575 243,576
ARRA-Child Care and Development Bloc Grant 93.713 5,836

249,472

10.558 71,174

20.600 8.950
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO
NorEs To SCHEDU|E OF ExpENDtTUREs OFfEDERALAwaRDs

JUNE 30,2010

- 1. BASIS OF PRESENTATIONi

The accompanying Schedule of Expend;tures of Federal Awards includes the federal grant activity of
Municipality of Comerio and is presented on the modify basis of accounting. The information in this
Schedule is presented in accordance with the requirements of OMB Circular A-133, Audit of States,
Loaal Governments and Non profit organizations.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPI.IANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE wlTH
GOVERNMENT AUDITING STANOARDS

To the Honorable Mayor and
Municipal Legislative Eody

Municipality ot Comerio
Comerio, Pueato Rico

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Municipality of Comerio, Puerto Rico, as of and for the year ended lune
30, 2010, which collectively comprise the Municipality of Comerio, puerto Rico's basic financial
statements and have issued our report thereon dated November 12, 2010. Others auditors audited
the financial statements of Rio Plata Development, as described in our report on Municipality of
Comerio's flnancial statements. This report does not include the results of the other auditors' testing of
internal control over financial reporting of compliance and other matters that are reported on
separately by those auditors. We conducted our audit in accordance with auditing standards generally
accepted in the United States of Ameri€a and the standards applicable to financial audits contained
1n Government Auditing Stdndd rds, issued by the Comptroller General of the United States.

lnternal Control Over Financial ReoortinE

ln planning and performin8 our audit, we considered Municipality of Comerio, Puerto Rico's internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of Municipality of Comerio, Puerto Rico's internal control ovea financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Municipality of Comerio, Puerto
Rico's internal controlover linanLial reporting.

A deliciency in internol control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A moteiol weokness is a deficiency,
or a combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and
corrected on a timely basis.
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REPORT ON INTERNAL CONTROI. OVER FINANCIAL REPORTING (CONTINUED}:

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies, or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that we
considerto be materialweaknesses, as defined above.

Compliance and Other Matters

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

We noted certain matters that we reported to management of Municipality of Comerio, puerto Rico, in
a separate letter dated November 12, 2010.

This repoat is intended solely for the information and use of management, City Council, others within
the entity, and federal awarding agencies and pass,through entities and is not intended to be and
should not be used by anyone other than these specified parties.

CABLOS R. DIAZ
c0t{TA!08 ?u8r.rco rlrl0nlzrDo

November 12,2010
A8uas Buenas, Puerto Rico

ticense No. 1339
Expires December 1. 2013

The stamp No. 2564/04 ofthe Puerto Rico

Society of Certified Public Accountants was
affixed to the original of this report.
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R€PORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE

TO EACH MAJOR PROGRAM AND ON INTERNAI" CONTROL
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OMB CIRCULAR A.133
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPI-ICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE IN ACCORDANCE wlTH OMB CIRCUI.AR A-133

To the Honorable Mayor and
Muni.ipal Legislative Body

Municipality of Comerio
Comerio, Pue o Rico

Compliance

We have audited the compliance of Municipality of Comerio, puerto Rico, with the types of compliance
requirements described in the U. S. Office of Management and Budget (OMB) Circutar A-133
Complionce Supplement that are applicable to each of its malor federal programs for the year ended
June30,2010. Municipalities of Comerio, puerto Rico's major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to
each of its major federal programs is the responsibility of Municipality of Comerio, plerto Rico,s
management. Our responsibility is to express an opinion on Municipality of Comerio, puerto Rico,s
compliance based on our audit. Municipality of Comerio, puerto Rico's financial statements include
the operations of Rio Plata Project which expensed 51,393,144 in federal award which are not
included in the schedule during the year ended June 30, 2010. Our audit, described below did not
include the operations of Rio Plata Project because the project,s management engaged other auditors
to perform an audit in accordance with OMB Circular A-133.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Governfient
Auditing Stdndords, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits oI Stotes, Locol Governments, ond Non-Profit Orqonizotions. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about Municipality of Comerio, puerto Rico.s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonabie basis for our opinion. Our audit
does not provide a legal determination of Municipality of Comerio, puerto Rico,s compliance with
those requirements.
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REPORT ON COMPLIANCE WITH REqUIREMENTS (CONTINUED)

As described in item 2-10 in the accompanying schedule of findings and questioned costs, Municipality
of Comerio, Puerto Rico, did not comply with requirement re8arding Procurement and Suspensjon and
Debarment that are applicable to its Community Development Block Grant. Compliance with such
requirements is necessary in our opinion, Municipality of Comerio, Puerto Rico, to comply with the
requirements applicable to that program.

ln our opinion, except for the non compliance described in the preceding paragraph, Municipality of
Comerio, Puerto Rico, complied, in all material respects, with the requirements referred to above that
are applicable to each of its major federal programs for the year ended June 30, 2010. The results of
our auditinB procedures also disclosed instances of noncompliance with those requirements, which are
required to be reported in accordance with OMB Circular A-133 and which are described in the
accompanying schedule of findings and questioned costs as items 01-10, 03-10 and 04-10.

lntemal control over compliance

Management of Municipality of Comerio, Puerto Rlco, is responsible for establishing and maintaining
effective internal control over compliance with the requirements of laws, regulations, contracts, and
grants applicable to federal pro8rams. ln planning and performing our audit, we considered
Muni€ipality of Comerio, Puerto Rico's internal control over compliance with the requirements that
could have a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal controlover compliance. Accordingly, we do not
express an opinion on the effectiveness of Municipality of Comerio, Puerto Rico's internal control over
compliance.

our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be si8nificant deficiencies or material weaknesses and therefore, there can be

no assurance that all deficiencies, significant deficiencies, or material weaknesses have been

identified. However, as discussed below, we identified certain deficiencies in internal control over
compliance that we consider to be material weaknesses and other deficiencies that we consider to
be significant deficiencies.

Adeficiency in internol control over complidnce exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A moteridl weokness in internol control ovef
complionce isa deficiency, or combination ofdeficiencies, in internalcontrolover compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of
a federal program will not be prevented, or detected and corrected, on a timely basis. we consider the
deficiency in internal control over compliance described in the accompanying schedule of findings and
questions costs as items 2-10 to be material weaknesses,
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REPORT ON COMPLIANCE WITH REOUIREMENTS

lnternal Control Over Compliance

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance. We consider the deficiencies in internal
controlover compliance described in the accompanying schedule offindings and questions cost as items
1-10,3-10 and 4-10.

Municipality of Comerio, Puerto Rico's responses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. We did not audit
Mlnicipality of Comerio, Puerto Rico's responses and, accordingly, we express no opinion on the
responSeS.

This report is intended solely for the information and use of management, Municipal legislature,
others within the ent;ty, federal awarding a8encies, and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties.

cARLoS n. D|Az
co[Toof, Pug$olwlilzflo

November 12, 2010
Aguas Buenas, Puerto Rico

License No. 1339

December 1, 2013

The Stamp No. 2564405 of the Puerto Rico Expires

Society of Certified Public Accountants was

affixed to the originalofthis report.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPATITY OF COMERIO
ScHEoULE OF FrNorNGs AND QuEsTtoNEDCosTs

FoR THE YEAR ENDEDJUxE 30,2010

SECTION I - SUMMARY OF AUDITOR'S RESUI-TS

FinancialStatements

Tvpe of audito/s report issued l,rnoualified

lnternal control over financial reporting:

. Materialweakness {es) identified? _yes

. Significant deficiency (ies) identified
that are not considered to be material _yes

weaknesses?

-Lno

Xno

- Noncompliance material to financial statement noted? yes -Lno

Federal Awards

lnternal control over major programs:

. Materialweakness(es) identified? _yes X no

. Significant deficiency (ies) identified that are
not considered to be materialweakness(es) _Xyes _no

Type ofauditor's report issued on compiiance for
major pro8rams Oualified

Any audit findings disclosed that are required to be
reported in accordance with section 510(a)of
CircularA-l33 _)Lyes

ldentification of major programs:

_no

CFA Numberls)

M.471
M.224

14.850
Dollarthreshold used to distinguish between type A

and type B programs:

Audit qualified as low-risk audited?

Name o, Fedelal ProEhm Cluster

Sectlon 8 - Housing Choice Voucher
Community Development Block Grant/
State's Program.

Public and lndian Housing

5300,000
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF COMERIO
- SCHEDuTE OF FINDTNG5 AND euE IoNED Cosrs (CoNIl UED)

FoR THE YEAR ENDED luNE 30,2010

_ SECTION II - FINANCIAT STATEMCNTS FINDINGS
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPALIW OF COMERIO

ScHEDUlE Or FtNDtNGS AND QuEsTloNEo Cosrs (CoNTTNUED)

FoR THE YEAR ENDEDJUNE 30,2010

SECTION III - FEDERALAWARDS FINDINGSAND qUESTIONED COSTS

Finding No. 1-10 - Davis-Bacon Act

FederalProgram

CFDA - 14.228 Community Development Block Grant

Compliance requirement:

Davis-Bacon Act

Calegory:

compliance

Condition:

As part of our audit procedures we examined 5 disbursements to test the compliance with the Davis

Bacon Act for Public Assistance Grants program. ln two disbursements amounting 587,828 the contracts
do not state the requirement that the contractor comply with requirements ofthe Davis-Bacon Act.

Cdteria:

40 USC 3141-3144, 3146, and 3147 require that when required by the Davis-Bacon Act, the Department
of tabor's (DoL) government-wide implementation of the Davis-Bacon Act, or by federal program

legislation, all laborers and mechanics employed by contractors or subcontractors to work on

construction contracts in excess of 52,000 financed by federal assistance funds must be paid wages not
less than those established for the locality of the project (prevailing wage rates) by the DOL. Non-

fede.al entities shall include in their construction contracts subject to the Davis-Bacon Act a

requirement that the contractor or subcontractor comply with the requirements of the Davis-Bacon Act
and the DOL regulations (29 CFR part 5, "Labor Standards Provisions Applicable to Contacts Governing

Federally Financed and Assisted Constrlction"). This includes a requirement for the contractor or
subcontractor to submit to the non-Federal entity weekly, for each week in whi€h any contract work is

performed, a copy of the payroll and a statement of compliance (cenified payrolls) (29 CFR sections 5.5

and 5.6). This reporting is often done using Optional Form WH 347 which includes the required
statement of compliance (OMB No. 1215{149).

Efrect:

The Munic,pality could be exposed to administrative action by the grantor.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF COMERIO_ 
SCHEDULE OF FINoINGSAND QUEsTIoNEo CosTs {CoNTINUED)

FoR THE YEAR ENDEDJUNE 30,2010

_ SECTION III. - FEDERALAWARDS FINDINGSAND QUESTIONED COSTS (CONTINUEO)

Findint No. 1-10 -Davis-Bacon Act (Continued)

- Questioned cost:

_ None

Reaommendation:

- We recommend that the Municipality establishes an adequate internal control system to ascertain

compliance with the Davis-Bacon Act.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

ScHEDULE Or FTNDTNG5 AND quasroNED Co5T5 (CoirrNUtD)

FoR THE YEAR ENDED luNE 30, 2010

sEcTtoN t, - FEOERALAWAROS FtNDtNGS AND QUESTTONEO COSTS (CONTTNUED)

finding No.2-10- Proaurement and Suspension and Debarment

- FederalProBram

CFDA - 14.228 Community Development Block Grant

complianae requirement:

- Procurement and Suspension and Debarment

- Condition:

As part of our audit procedures we examined 5 disbursements to test the compliance with the

- Procurement and Suspension and Debarment requirement for Community Development Block Grant
program. ln 3 of the 5 disbursements examined amounting 5390,147.32, the Municipality did not

comply with the Suspension and Debarment requirement and in one disbursement amounting to

- 535,887.46 did notcomplywith the procurement requirement.

Categoty:

Compliance

Criteria:

Plocurement:

- State, and governmental subrecipients of states, should use the same state policies and procedures used

for procurement from non-federal funds. They also should ensure that every purchase order or other
contract includes any clauses required by federal statutes and executive orders and their implementing

- reSulations.

Local governments and lndian tribal governments that are not subrecipients of states should use their

- own procurement procedures provided they conform to applicable federal law and reSulations and

standards identified in the A-102 Common Rule (Gov. Doc. No. 10).
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF COMERIO

ScHEoULE OF ErNorNcs AND QUESTToNED CosTs (CoNTTNUED)

FOR THE YEAR ENDEDJUNE 30,2O1O

sEcfloN t. - FEDERALAWAROS FtNDtNGS AND QUESTTONED COSTS (CONTTNUED)

Finding No,2-10- Proaurement and Suspension and Debarment {Continued):

Suspension and oebarment:

2 CFR part 180 states that non-federal entities are prohibited from contrading with or making

subawards under covered transactions to parties that are suspended or debarred or whose principals

are suspended or debarred. Covered transactions include those procurement contracts for Soods and

services awarded under a nonprocurement transaction (e.g., grant or cooperative agreement) that are

expected to equal or exceed 525,000 or meet certain other specified criteria. CFR Section 180.220 of
the government-wide nonprocurement debarment and suspension guidance contains those additional
limited circumstances. All nonprocurement transactions (i.e., subawards to subrecipients), irrespective
of award amount, are considered covered transactions.

When a non federal entity enters into a covered transaction with an entity at a lower tier, the non-
federal entity must verity that the entity is not suspended or debarred or otherwise excluded. This

veriflcation may be accomplished by checking the Excluded Parties List System (EPLS) maintained by the
General Services Administration (GSA), collecting a certification from the entity, or adding a clause or
condition to the covered transaction with that entity.

Effed:

The Municipality could be exposed to administrative action by the grantor.

Questioned aost:

s3s,887.46

Reaommendation:

We recommend that the Municipality establishes an adequate internal control system to ascertain

compliance with the Procurement and Suspension and Debarment requirement.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

ScHEDULE OF FTNDTNGSANo QUEsTToNED Cos-rs {CoNTTNUED)

FoR THE YEAR ENDED JuirE 30,2010

SECT|ON t. - FEDERAT- AWARDS FtNDINGS AND qUESTTONED COSTS (CONTTNUED)

Finding No.3-10 - Depository Agreements - Public Housin8

- FederalProgram

- Special Test and Provisions - Oepositary Agreements

CFDA - 14.850 Publicand lndian Housing

compliance requi,ement:

Category:

Compliance

Criteria:

24 cFR Section 982.156 required that:

- Condition:

The Municipality does not maintain depositary agreements with their financial institution in the form

- required by HUD.

- a) Unless otherwise required or permitted by HL,O, all program receipts must be promptly deposited
with a financial institution selected as depositary by the PHA in accordance with HUD requirements.

- b) The PHA may only withdraw deposited program receipts for use in connection with the program in

accordance with HUD requirements.

- c) The PHA must enter into an agreement with the depositary in the form required by HUD.

d) (1) lf required under written freeze notice form HUD to the depositary may not permit any

withdrawal by the PHA of funds held under the depositary agreement unless expressly authorized
by written notice form HUD to the depositary; and (ii) The depositary must permit withdrawals of
such funds by HUD.

(2) H|JD must send the PHA a copy of the freeze notice form H|JD to the depositary. (Approved by

the Office of Management and Budget under control number 25770159 [50 FR 34595, July 3, 1995,

as amended at50 FR45551, Sept. 1,19951.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF COMERIO

ScBIDULE OF FTNDTNGS AND qUE5TToNED Co5r5 (CoNTlNUED)

FoR THE YEAR EiIoED JUNE 30, 2O1O

sEcTloN lll. - FEDERALAWARDS FtNDtNGS AND QUESTTONEO COSTS (CONTTNUED)

Finding No,3-10- Depository Agreements- Public Housing (Continued)

- Efiectl

_ The Municipality could be exposed to administrative action bythe grantor.

Questioned aost:

- None

Recommendation:

We recommend that the Municipality established an adequate internal control system to ascertain
compliance with the Special Test and Provisions - Depositary Agreements requirement.
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COMMONWEALA OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO

ScHEouLE Oa FrNDtitcs ANo QuEsrroNED Co5T5 (CourlNUED)

FoR THE YEAR ENOEO JUNE 30,2O1O

SECTION III.. FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS (CONTINUED}

Finding No.4-10 - Depositary Agreements - Sedion 8

Federal Program

CFDA- 14.871Section 8 Housin8 Choice Voucher

Compliance requi.ement:

Special Test and Provisions - Depositary Agreements

Catetory:

Compliance

Conditioni

TheMunicipaljtydoesnotmaintaindepositaryagreementswiththeirfinancjalinstitutionintheform
required by HUD.

Criteda:

24 CFR Section 982.156 required that:

a) Unless otherwise required or permitted by HUD. alt program receipts must be promptly deposited

with a financial institution selected as depositary by the PHA in accordance with HUD requirements'

b) The PHA may only withdraw deposited program receipts for use in connection with the program in

accordance with HUD requirements.

c) The PHA must enter into an a8reement with the depositary in the form required bY HUD'

d) (1) lf required under written freeze notice form HUD to the depositary may not permit any

withdrawal by the PHA of funds held under the depositary agreement unless expressly authorized

by written notice form HUD to the depositary; and (ii) The depositary must permit withdrawals of

such funds by HUD.

(2) HUD must send the PHA a copy of the freeze notice form HUD to the depositary' (Approved by

the Office of Management and Budget under control number 25770159 [60 FR 34695, July 3, 1995,

as amended at 60 FR 45551, Sept 1, 19951.
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