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INDEPENDENT AUDITOR'S REPORT

To the Honolable Mayor and
Municipal Legislative Body

Municipality of Comerio
Comerio, Puerto Rico

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information ofthe Municipality of Comerio as of and for the year ended June
30,2011 which collectively comprise the basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Municipality's management. Our responsibility
is to express an opinion on these flnancial 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 whetherthe financialstatements are free of materialmisstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and 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 of other 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 aggregate remaining fund information of the Municipality of
Comerio as of June 30, 2011, and the respective changes in financial position for the fiscal year then
ended in conformity with accounting principles generally accepted in the United States of America.



INDEPENDENT AUDITOR'S REPORT (CONTINUED}:

ln accordance with Governmental Auditing Standards, we have also issued our report dated November 12,
2011, on our consideration of the Municipality of Comerio, internal cont.ol over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contGcts, and grant agreements
and other matters. The purpose ofthat report isto 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Municipality's basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposed of additional analysis as required by U.S. Office of Management
and Budget Circular A 133, Audits of States, Local Governments, and non,profit Organizations, and is also
not a required part of the basic financial statements. The information in the accompanying schedule has
been subjected to the auditin8 procedures applied in the audit of the general purpose financial statements
and, in my opinion, is fairly presented in all material respects in relation to the general purpose financial
statements taken as a whole.

Accounting principles generally accepted in the United States of America require that the management/s
discr.rssion and analysis and budgetary comparison information on pages 3 through 9 and 41 through 44 be
presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and othe. knowledge we obtained during our audit ofthe 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.

)anuaty 17,2012
Aguas Buenas, Puerto Rico

License No. 1339
Expire December 1, 2013

The Stamp No. E3057 ofthe Puerto Rico Society
of Certified Public Accountants was affixed to
the originalof this report.

clntos B. DrAz NEGROT,I'
c0 TlD0n PUBLtC0 tuT0Btza00
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COMMONWEALIH OF PUERTO RICO

MUNICIPALITY OF COMERIO
MANAGEME TJs DIs€USSION AND ANALYSIS

FoR THE YEAR ENoEDJUNE 30,2011

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, 2011. This discussion
was prepared by the Municipality management and should be read in conjunction with the financial
statements and notes thereto, which follow.

FINANCIAL HIGHI.IGHTS

The financial position of the Municipality remains strong at June 30, 2011, with total assets of
S63,418,589, total liabilities of 511,224,228, and total net asseis of 552,194,361. Municipality net assets
decreased 5818.252 in comparison with June 30, 2010 balance of $53,012,613. An overview of each
statement is presented below along with a financial analysis ofthe transactions impacting the statement.

Condensed financial statements forthe Municipality at June 30, 2011.

Condensed Statement of Net Asseis

Assefj

CapitalAssets
Other Assets

Lidbilities ond NET Assets

Long-Term Debt

Other l-iabilities

lnvested in Capital Assets

Restricted for Debt Service

CapitalProjects
Replacement and Others
Linrestricted

Totol Net Assets

8,606,940
7,424,705

10,431,645

44,704,419
L,0/,6,747
6,39L497
1,742080

14,276,9701

ss3,012,613

2010

5s1,96s,346
11.478,9L2

63,444,254

20tt

5s4,709,11.7
4,709.4?8

63,418,589

9,332,612

1.891,556

tl,224,228

4934\627
7,496,O34
4,062,944

791,990
{3.s38.234)

Ss2,194,361
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

MANAGEMENT'S DISCUSSION AND ANAIYSIS

FORTHE YEAR ENDEOJUNE 30,2011

Condensed Statement of Net Assets (CoNTTNUED)

Revenues

Program Revenues:

Charges for Services

Operating Grants

CapitalGrants
GeneralRevenue:
Taxes:

Property Tax

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 ot beginning

Net assets ot end

2010

s 735,825
1,981,193

3,494,L7a

9sL,664
584,490

1,017,064
230,267

7,509,32a
s60.804

t7,064,7s3

5,994,188
857,059
889,679

2,747,797
1,890,000

363,837
52r,210
L73,63L
421,2a3
83.405

13,348,150

3,715.503

49.296.OLO

sEnr2-613

20tL

5 718,1577
2,t65,9744
7,248,0333

7,396,3244
626,7317

872,5544
2M,AA22

7,544,9266
433.3466

75,254,9333

6,429,2222
1,020,4088

990,1600
3,447,4088
2,254,6000

367,8433
521,9355
174,7022
452,4722
70,6355

16,073,1855

(818.252)

53,012.6133

s52pr,3611
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW AUTONOMOUS OF COMERIO
MaNAGEMENT'5 DrscussroN aND ANALyss (CoNnNUEo)

FoRTHE YEAR ENDED luNE 30,2011

USING THE FINANCIAL STATEMENTS

The Municipality's financial 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 comprehensjve, entity-
wide perspective ofthe 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
resultsof Rio Plata Development, a BusinessType Division ofthe Municipality.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The Municipality's financial statements include three components: (1) the government-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 Finanrial Statements

fhe govenment wide finonciol stotements arc designed to provide readers with a broad overview of the
Municipality's operations and finance as a whole in a manner similar to private sector business. These
statements provide short-term and long 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 measurement 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, 2011 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 useful indicator of whether the financial position of the Municipality is either
improving or deteriorating.

5



COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY AUTONOMOUS OF COMERIO
MANA6EMEN'|'5 DtscusstoN aNo ANALYSE {CoNTtNUEo)

FoRTHE YEAR ENoEDIUNE 30,2011

Statement of Activities

The statement of activities presents information showing how the Municipality's net assets changed
during the fiscal year ended June 30, 2011. 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 Muni€ipality fall into this category, including culture, recreation and
education, general Bovernment, health and sanitation, public safety, public housing and welfare, etc.

Fund Financial Statements

The Municipalitys 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 f unds.

A fund is a grouping of related acco{rnts that is used to maintain cont.ol over resources that have been
segregated for speciflc activities or objectives. The Municipality, like most other state and local
governments/ uses fund accountinB to ensure and demonstrate compliance with finance,related legal
requirements. Each fund is €onsidered an independent fiscal entity ac€ounted 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 funds within the following 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 serv:ces provided by the Municipality.
Governmental funds are used to account for essentially the same functions reported as governmental
activities in the governmental-wide 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 fiscalyear. This approach is known as using the flow ofcurrent financialresources measurement focus
and the modified ac€rual basis of 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
financinB requirements.



COMMONWEAL]H OF PUERTO RICO

MUNICIPATITY AUTONOMOUS OF COMERIO

MANAGEMENT's DtscusstoN aND ANALys6 (CoNTtNUEo)

FoR Tl.rE YEAR ENDED JUNE 30,2011

Fund Finan.ial Statements (Continued)

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 governmental funds 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 Municipality'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 Elock Grant, (4) S3,817,000 toan, (5) bond fund and (6) special communities'trust
fund.

Notes to the Basic Finanaial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and the fund financial statements. The notes
to the basic financial statements can be found immediately following the basic financial statements.

Required supplementary lntormation

The basic financial statements are followed by a section of required supplementary information cons;sting

of a budgetary comparison between actual operating results with the original budget and the final
amended budget for the general fund.

ANAI.YSIS OF FINANCIAL POSITION ANO RESUTTS 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, 2011. rhe 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 restricted 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 accounting, 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 3.90% of total assets while cash with fiscal agent represents 5.26%

of it. Capital assets amount lo 86.270/r ol total assets. The other 4.57% represents receivables, and

restricted cash.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY AUTONOMOUS OF COMERIO
MaNAGEMENT's DtscussroN AND ANALysrs (CoNT[rruEo)

FoR THE YEAR ENDEDJUN€ 30,2011

Statement of Net Asseis (Continued)

Municipality's cash and cash equivalents changed trom 52,738,677 at lune 30, 2010 to 52,476,022 at tune
30,2011. CapitalAssets increased from S51,965,345to S54,709,111for the same period.

Current liabilities consists primary of accounts payable and accrued expenses which represent 16.85% of
total liabilities. Long term debt represents 83.15% oftotal liabilities.

Net assets representthe residual interest in the Municipality's assets after liabilities are deducted.

Net Assets

E lnvested in CapltalAssets

I Replacement and Others

As ofJune 30, 2011, net assets amounted to 552,794,367.
to 5493A7,627 (95%',1. Replacement and Others net assets

Net assets invested in capital assets amounted
amounted to 52,812,734 (5%).

5%

95o/o



COMMONWEALTH OF PUERTO RICO

MUNICIPAI-IW AUTONOMOUS OF COMERIO
MaNAGEMENI'S OtscusstoN aND A ALysE (CoNnNuED)

FoR THE yEAi Er{DEoJuiiE 30,2011

Statement of Net Assets (Continued)

The following illustrations demonstate the Municipality's major sources ofrevenues and
expenses_

n chartes forSewices

! Operating G rants

tr Capital G rants

3 PropertyTaxes

I MunicipalTax

tr Sales Tax

I Grants and Entitlements

D lnterest and Others

E General Administration

f Public Satety

E Education, Culture and
Recaeational

tr Public Works and
Sanitation

I Health and Welfare

D Public Relation

I Planning & General
Seaviaes

tr Other

2% lyo



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO

STATEMENT OF NEr AssErs

A5 OFIUNE 30,2011

PRIMARY GOVERNMENT

GOVERNMENTAL BUSINESS-TYPE

aglullE! acrvrrEsASSETS

Cash and cash equivalents
Cash with fiscalagent
lnvestment in certiflcates of deposit
Accounts receivable:

Property tax
sale tax
Other agencies

Others

Restricted cash

Capitalassets, net

Toial Assets

LIABILITIES AND NET ASSETS

l"iabilities:
Accounts payable and accrued expenses
Deferred revenue
Deposits
Due to other agencies

Long-term debt:
Due within one year

Due in morethan one year

Total Liabilities

lnvested in capital assets, net of related liabilities
Restricted for:

Debt service
Other provided by grantor
Replacements and other

Unrestricted

Total Net Assets

5 2,41s,209
3,331,474

1L3,L65
66,92s

1,272,590

53.591.71s

6t,457.O42

5 813

39,693

11,515

191,990
1.717,396

!!t!a!

5 2,476,022
3,337,418

713,765
66,92s

L,312,283
11,615

79t,990
54.709,111

1,961.507 53.418,589

1,060,908

513,651
16,172

103,823

1,200,547
7,262,441

10.211.622

49341,627

7,496,034
4,062,944

(3,701,145)

5512:!9360

123,303

13,699

172,318
757,246

1.006.606

1,184,217
513,651

89,871
103,823

1,312,905
4,o19,767

11.224,228

49,147,627

1,496,034
4,062,944

797,990
{3,538,234)

791,990
162,971

s.954-901 s.5?-194,3,61

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

MUNICIPALITY OF COMERIO

STaTEMENT OF Acrvr Es

FORTHE YEAR ENDED JUNE 30,2011

PROGRAM REVENI]ES

EXPENSES

s 16,429,222)
\1,02O,4OA)

(990,160)

(3,847,408)

12,2s4,600)
(357,843)
(s21,93s)

{118.102)

{15.549.578)

l4s2,a72l
{70,53s)

ls23,so1)

CHARGE

FOR

SERV|CES

5 2,672

130,526

1t4323
3s0,826

374,L90

1,322,635
51,248,033

5 (6,310,899)

{669,s82)

(613,298)

12,599 ,3'15],
(801,439)

(367,843)
(s21,93s)
(118.102)

132,081
(70.63s)

61,452

OPERATING

GRANTSAND
CONTRIBUTIONS

CAPITALGRANTS NET

AND (EXPENSE)/

E9!JBICuI!OX! REVENUEFUNCTIONSAND 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:

Housing
lnterest

Total

133.198

584,959

2,t65,914 1.24a.O31 112,002,4711

tG6!73.189 5718.1' 52J6s.914 51248-033 51113U-02!)

(Continue)
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALIW OF COMERIO
STATEMENT OF AcrN[tEs (CoNTtNUED)

FoR THE YEAR ENDEDJUNE 30,2011

Net (expense)/revenue
Generalrevenue:

Taxes:

Propertytaxes
Municipaltax
sale tax
Construction excise tax

Grants and entitlements
licenses and permits
lnterest
Rent

Other

Totalgeneral revenues

Changes in net assets

Net assets at beginning

Net assets at end

GOVERNMENTAL

ACTIVITIES

5172.oo2.473)

1,396,324
626,737
472,554
244,882

7,548,926
9,795

85,534
243,256
91,086

11.119.094

(883,379)

52,122.A39

1112391160

BUSINESS-TYPE

ACTIVITIES

S 67.4s2

3,615

3,675

65,1.27

449,774

s954t01

TOTAL

s(11.941.021)

1,396,324
626,737
472,554
244,842

1,548,926
9,795

49,209
243,256
91.086

tl,t22.169

{818,252)

53.012,513

s 52Je21361

The accompanying notes are an integral part ofthese financialstatements.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALIW OF COMERIO

REcoNcrLrATroN Or THE GovERNMENTA! FUNDs

BarANcE SHEET To THt STATEMENT OF NET AssETs

As OFJUNE 30,2011

- Fund Balances in Governmental Funds 5 s,481,242

Afiounts rcpofted fot Governmental Activities in the Stotement of Net
Assets ore different becouse:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. 53,591,715

Receivablesdeferredingovernmentalfundfinancialstatements 593,886

Long-term liabilities are not due and payable in the current period
and therefore are not reported in the funds:

Bonds and notes payable (5,992,000)

Accrued interest (54,315)

Compensated absences 11,8L0,6171
Advances from cRrM 

cffi,

The accompanying notes are an integral part ofthese fi na ncia I state ments.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF COMERIO

REcoNctLtaltoN Ot THE STATEMENT OF REvENUES, ExpENDTTURES

AND CHANGEsIN FUND EALANCES OfGOVERNMEI{IAI
FUIIDS To THE STATTMEMI OF AcnvlTIEs

FoR THE YEAR ENDEDJUNE 30, 2011

- Net change in lund balances - total Bovernmental funds

Amounts repotted for Govemmental Adivities in the Stotement ofActivities

- ore dilferent becouse:

s(2,731,165)

Governmentalfunds report capital outlays as expenditures. However, in

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

depreciation expense. This is the amount ofcapital assets recorded in
the current period. 4,340,757

Governmentalfunds report principal payments on long-term debt as

expenditures, whereas the principal payments reduce the long-term debt
in the statement of net assets. 152,000

Changes in accrued expenses which do not require the use of current
financial resources:

lnterest '73,272)
compensating absences (332,584)

Oeferred revenues 117,09L

Governmentalfunds report payments of other long-term debt as
' expenditures whereas the payment reduces the long-term is the

obligate in the statement of net assets. 75,042

Governmental funds reports pro€eed from loan as other financiat sources

whereas, to proceeds from loan increase the long-term debts in the
statement of net assets. (655,000)

Depreciation expense on capital assets is reported in the statement of
activities, but thev do not require the use of current financial resources.

Therefore, depreciation expense is not reported as expenditures in

govern me nta I funds. 11.825,647],

Chdnges in Net Assets ol Govenmentol activities S 1883179)

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

MUNICIPALITY OF COMERiO

STaTEMENT OF FrNANcraL PosrTroN-PRopRtEraRy FUND

JUNE 30,2011

ASSETS

Current Assets:
Cash

Accounts receivable:
HUD

Other

Property and Equipment

Restricted deposits

PRoPRIEIARY FUND

Rto Ptara DEvEtoPMEMT

S 813

39,693
11,615
52,120

1,1L7,396

791.990

5r.-961507

S 112,318
123.303
235.62t

13,699
151,286
770.985

1,006.605

954.901

51,96L507

L|ABtLtTtEs ANo NEr A5sET5

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

MUNICIPAI.ITY OF COMERiO
STATEMENT OF AcnvrnEs - PRopRrErARy FuNo

YEAR ENDEDIUNE 30,2011

Revenues:
Rent

Financial

Others

Totalrevenues

Expenses:
Administrative
LJtilities

Operating Maintenance
Taxes and insurance

Depreciation
lnterest

Toial Expenses

change in net assets

Project net assets, beginning ofyear

Proiect net assets, and year

PRoPRIETARY FUND

RIO PLATA DEVEIOPMENT

Ss84,9s9
3,155

519

588,634

155,086
8,551

161,406
36,995
90,834
70.635

523.507

65,721

449,774

s954p01

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

MUNICIPATITY OF COMERiO
STATEMENT OF CA5H Flows - PRoPRTETARY FuNo

FOR THE YEAR ENDEDJUNE 30,2011

Cash flows from operating adivities:
Receipts:

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 cash provided by operating activities

Cash flows from investing activities:
Oeposits to the reserve for replacement account
Withdrawals at reserve for replacement account
Net deposits to the reserve for replacement account
Net purchase of fixed assets

Net cash used in investing activities

PRoPRIETARY FUND

RIO PI.ATA DEVELOPMENI

5 s99,643
3,229

446

603.218

35,851
46,806

8,551
150,553
96,230
10,765
L4,777

436.326

766.492

(33,30s)

246,779
(187)

(320.088)

s (66.861)

(Continue)
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IW OF COMERIO
STATEMENI OF CAsH FLowS - PRoPRIETARY FUND

FoR THE YEAR ENDEoJUNE 30,2011

PRoPRIETARYFUNo

Rto PLATA DEvELopMENT
Cash flows from operating activities:

Principal payments, first mortgage

Net cash used in Iina ncing activities

Net decrease in cash

Cash at beginning of year

cash at end ofyear

Reaonciliation of chance in total net assets
trom operation to net cash provided by
operaiing activities:
Change in total net assets from operations

Adiustment to reaoncile change in total
net assets form operations to net cash
provided by operating activities:
Depreciation expense
Bad debt expense
(lncrease) decrea se in current assets and

increase (decrease) in cur.ent liabilities:
Tenant accounts receivable
Cash restricted fortenant security deposits
Accounts payable

Accrued liabilities
Tenant security deposits held in trust

Net cash provided by operating activities

s(103.037)

{103.037)

(3,006)

3.819

i- r13

5 6s,127

90,834
4,865

9,779
439

8,833
(12,486)

{439)

s 166392

The accompanying notes are an integral part ofthese fina ncia I state ments.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI-ITY OF COMERIO

NoTESToTHE FT ANCTAL SrarEM ENTS

luNE 30,2011

1. ORGANIZATION

The Municipality of comerio (the Municipality) was established in 1826. The Municipality is a
political and legal entity with full legislative and administrative faculties in every affair of municipal

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

from the government ofthe commonwealth of Puerto 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 Municipality provides the following services to its community: health, public works, education,
public safety, housing, community and social services, welfare, culture and recreation, as well as

many other Beneral and administrative services.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POI.ICIES

The accounting 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 governments. Generally accepted accounting
principles for local governments include those principles prescribed by the Governmental

Accounting Standards Board (GASB), the Ameri€an lnstitute of Certified Public Accountants in the
publication entitled Audits of State and Local Governmental Units and by the Financial Accounting

Standards Board (when applicable). The more signiflcant policies ofthe Municipality are described

Reporting entity

A reporting entity consists of the primary Sovernment, 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 includes various services including police

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

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

Municipality Legislative Body through the budgetary process.
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NoIES To THE FINANCIAL STAIEMTNTS {CONTINUED)

luNE 30,2011

2. 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 financial statements

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 activities 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

inter8overnmental 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 Sovernment is

financially accountable.

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

function or segments are offset by program revenues. Direct expenses are those that are clearly

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

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

given function or segment 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 flnancial statements segregate 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-

major funds are aggregated and presented in a single column.

The Municipality reports the following major governmental funds:

1) General Fund

This is the operatin8 fund of the Municipality and

those required to be accounted for in another fund.

Oebt Service Fund

accounts for all financial resources, except

2)

This fund is used to account for the accumulation of
long-term debt principal, interest and related cost.

2Z

resources for and the payment of general



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF COMERIO

NoTts To THE FTNANCTAL STATEMENT5 (CoNTTNUED)

JuNE30,2011

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measuremeni focus, basis of accounting and fi nancial statement presentation

The government-wide financial 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 accounting. 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 financial 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. tjnder this method revenues are considered to be available

when they are collectible within the current period or soon enough the.eafter 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 jLrdgments

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 special 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 measlrable and available only when cash is received by the Sovernment.

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

generally are followed in the Sovernment_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 Euidance for their business-

type activities and enterprise funds, subject to this same limitation. The government has elected not to
follow subsequent private sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government_wide

financial statements. Amounts aeported as program revenues include 1) charges to customers or

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

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

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

taxes.

when both restricted and unrestricted resources are available for use, it is the government's policy to

use restricted resources first, than unrestricted lesources as they are needed.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NoTEsTo THE FrNANcrAr STATEMENTS {CoMnNUED)
,ur.rE 30,2011

2. SUMMARY OF StGNtF|CANT ACCOUNTTNG POLtCtES (CONTTNUED)

Cash, cash equivalents, cash with fiscal 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. Earnin8s from these funds are

recorded in the corresponding firnd 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 agent in the
debt servi€e fund represents special additional property tax collections retained by the Commonwealth
of P{rerto Rico and restricted for the payment ofthe 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 payables

Activities between funds that are representative of lendin&/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either due tofrom other funds (i.e., the current portion of
interfund loans) or advances tofrom other funds (i.e., the non-current portion of interfund loans).

lnterfunds receivables and payables within the governmental activities are eliminated in the statement
of net assets.

Capital assets

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 of GASB 34 (.lune 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 ofthe 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 capital assets.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NorEs To THE FTNANCTAL STATEM ENTS {CoNTTNUED)

JUNE 30,2011

2. SUMMARY OF S|GN|F|CANT ACCOUNTING POIICIES (CONTINUED)

Capital assets (Continued)

Depreciation in capital assets is calculated on the straight-line basis over the following estimated

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 lsing a capitalization threshold of S25.

Fund balance

ln the prior year, the Authority adopted the provisions of GASB Statement No.54, Fund Bolonce

Reporting ond covefimentol Fund Type Delinflons (GASB 54), which enhanced the usefulness of
fund balance information by providing clearer fund balance classifications that can be more

consistently applied. This statement establishes fund balance classifications that comprise a

hierarchy based primarily on the extent to which the Authority is bound to observe constraints

imposed upon the use of resources reported in governmentalfunds.

Pursuant to the provisions of GASB 54, the fund balances amounts are reported as nonspendable,

restricted, committed, assigned and unassigned, based on the relative strength of the constraints

that control how specific amounts can be spent, as described follows:

!!9!!pC!!!ah!g - Represent resources that cannot be spent readily with cash or are legally or

contractually required not to be spent, including but not limited to inventories, prepaid

items, lonB-term balances of loans and notes receivable

Restricted - Represent resources that can be spent only for the specific purposes stipulated

by constitutional provisions, external resource providers (externally imposed by creditors or
grantors), or through enabling legislation (that is, legislation that creates a new revenue

source and restrict its use). Effectively, restrictions may be changed or lifted only with the

consent of resource providers.

@!!!!!i!!ed - Represent resources used for specific purposes, imposed by formal action of

the entivs highest level of decision making authority {Eoverning body through resolutions)

and can onty be chan8ed by similar resolutions, no laterthan the end ofthe fiscalyear.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NOIES TO THE FINAiICIAL STATEMENTS (COMTINUED)

luNE 30,2011

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fund balance(Continued)

* As!!Elgd - Represent resources intended to be used by the entity for specific purposes but

do not meet the criteria to be classified as restricted or committed (generally aesolutions

approved by the governing body). lntent can be expressed by the governing body, or by an

official or body to which the Soverning body delegates authority in conformity with the by-

laws of the Authority. ln governmental ftrnds other than the general fund, assiSned fund

balance represents the remaining amount that is not restricted or committed.

t !D3!9!g!Cd - Represent the residualclassification for the entity's generalfund and includes

all spendable amounts not contained in the othe. classifications ln other funds, the

unassiSned classification is used onlyto report a deficit balance resulting from overspending

for specific purpose for whi€h amounts had been restricted, committed, or assigned'

At lune 30, 2011, the accompanyin8 fund flnancial statements reported fund balances as restricted,

assigned and unassigned.

Riskfinancing

TheMunicipalitycarriesinsurancetocovercasualty,theft,tortclaimsandotherlosseslnsurance
policies are negotiated by the Puerto Rico Treasury Department and costs are allocated among all

the municipalities of Plerto Rico, cost of insurance allocated to the Municipality and deducted from

the gross property tax collections by the Municipal Revenle Collection Center (the "CRlM") for the

year ended lune 30,2011 amounted to 5205,778. The current insurance policies have not been

cancelledorterminated.TheCRlMalsodeducted5203,993forworkerscompensationinsurance
covering all municipal employees

Post Employment Benefits

pursuant various Acts, the Municipality is required to cover annually the 3% increase (cost of living

allowance) in the retirement plan of it's retires employees. Substantially all of the employees may

becomeeliSibleforthesebenefitsoftheyreachnormalretirementtowhileworkingforthe
Municipality. For the fiscal year ended June 30, 2011, post employment benefits to retirees

amounted to 521,916. These b€nefits are recorded as expenditures in the Eenerel 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 50 days'

Unpaid vacation time accumulated is fully vested to the employees from the first day ofwork'
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NorEs To THE FTNANCTAL STaTEMENTS ICoNTTNUED)

luNE 30,2011

2. SUMMARY OF StGNtFtCANT ACCOUNTING POLICIES {CONTINUED):

Compensated absenaes (Continued)

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

event of employee 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

are entitled to sick leave pay up to the maximum allowed. Employees' maximum allowed vacations

and vested sick benefits are accounted for in the Statement of Net Assets

Use of estimates

The preparation of financial statements in conformity with accounting principles generally 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 differfrom those estimates

Deposits and investments

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

for the amount deposited in excess of federal depository insurance. All securities pledged as collateral

are held bythe Secretary ofthe Treasury of Puerto Rico.

Subsequem Events

Management has evaluated subsequent events throuBh November 12, 2011, the date the financial

statementswere evaluated to be issued.

3. PROPERTY TAX

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 governmental 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.lanuary 1 of each year and is based on current values for personal

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

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

installments by Jlly 1 and lanuary 1.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NorEs To THE FrNANCra! STATEMEins (CoNTINUED)

luNE30,20U

3. PROPERTYTAX (CONTINUED)

The CRIM is responsible for the billing and collections of real and personal property taxes on behalf of
all the municipalities of Puerto Rico. Before the beginning of each fiscal year, the CRIM informs the

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

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

estimated collections. The CRIM is required by law to prepare a settlement statement on a fiscal year

basis, where by a comparison is made betweea the amounts advanced to the Municipality and

amounts actually collected from taxpayers.

This settlement has to be completed on a preliminary basis not later than three months after fiscal

year end, and a final settlement made not later than six months after year_end lf the 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 CRIM, a liability to the CRIM is recorded at JLrne 30.

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

taxes on the first S15,OOO of the assessed value For such exempt amounts, the Puerto Rico

Treasury Department assumes payment of the basic tax to the Muni€ipalities, 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 |n addition, the law grants a tax exemption from

the payment of personal property taxes of up to 550,000 of the assessed value to retailers having

annual net sales of less than S150.000.

The annual rate for fiscal year 2011 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 bythe Commonwealth of

Puefto Rico. The remaining percentage is distributed as follows: (a) 5.0% and 4'0%, respectively,

represent the Municipaliby's basic property tax rate, which is appropriated for general purposes and

accountedforinthegeneralfund.AportionofsuchamountisdepositedinanequalizationfLrnd
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%representsthegpecialadvaloremtaxrestrictedfordebtserviceand
accounted for in the debt service fund. The commonwealth contributes an annual tax rate of 0.2%

ofthe propertytax collected and the remaining rate is paid by the taxpayer'

On January 26, 2000, Public Law 42, as amended, was enacted which authorized the cRlM to obtain

a loan up to 52Oo million, and for a term not exceeding 30 vears, to allow for the financing of the

debtthatthemunicipalitiesofPlertoRicohavewiththecRlMarisinBfromfinalsettlementsof
property tax advances versus actual collections through fiscal year 2OO0-2001 The amount that the

municipalitieswillcollectfromtheadditionalpropertytaxesresultingfromtheincreaseinthe
subsidy from the central Sovernment to the municipalities was assiSned through this law to repay

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

1999. Asoflune 30, 2011 the amount due to CRIM amounting to 5660,391 is presented as other

long-term debt (see Note 10).
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PROPERTY TAX (CONTINUED)

Total property tax receivable, net of an allowance for uncollectible accounts of 54'120,473'

amounted to 5616,416 at lune 30, 2011. The composition of property taxes receivable and the

related deferred revenues is a follows at lune 30,2011:

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NoIEs To THE FINANcIALSIAIEMENTs (CONIINUED}

JUNE30,2O1I

s s81.334

s 157210

GeneralFund Debt S€rvice Fund Total

Gross property taxes receivable 54,113'252
Less allowance for uncollectible accounts 3.591.918

s943,006 5s,116,2s8
87t,775 4.403,093

s!l8[ s 113165

512.6-f1i s ,693.886

Net property taxes receivable

Deferred (unavailable proPertY)

tax revenues in GFFS

VOLUME OF BUSINESS TAX

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

and industrial organizations 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 lanuary 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 filinB date. The Municipality levied and collected durinB the year

;nded June 30, 2011, 5314,769 corresponding to the following fiscal year volume of business tax'

Thisamountwasrecordedasdeferredrevenue,andispresentedasaliabilityintheaccompanyinS
combined balance sheets and statement of net assets.

SAI.E TAX

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

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

of 5.i 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

leneral the same tax base and limitations (except for unprocessed foods) as those provided bv 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%

co ected by the commonwealth Government) to be invested in solid waste and recycling proBram,

capital imp;ovements and health and public safety costs Amount collected by the Commonwealth

wiil be deposited in accounts or special funds in the Governmental Oevelopment Bank of Puerto

Rico ("GDB"), subiect to restrictions imposed and distributed as follows:
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NorEs To THE FtNANclaL STATEMENTs (CoNTTNUED)

luxE 30,2011

SALE TAx (continued)

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

- festricted bythe Act,

b) .2% of the 5% wlll be deposited in a "Municipal Redemption Fund" to paid loans to

- municipalities subject to restrictions imposed bythe Act and,

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

- improvement project; these fund 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 specifically imposed over the purchase price for the use,

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

taken place within municipal limits.

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

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

lse tax must file a tax return to Municipality. Tax i5 due each 20th day of each month based on tax

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

limitations on the use of the municipal sale and use tax resources. Resources are recorded in the

Seneralfund of the MuniciPalitY

6. INTERGOVERNMENTAL REVENUES

- lntergovernmental revenues sources consist of contributions received from certain quasipublic

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

generaloperationsandforthefinancinsofcapitalimprovements.TheinterSovernmentalrevenues
arerecordedintheGeneralfund,exceptforthosethatarele8allyrestrictedforexpenditurefor

- specified purposes which are recorded in the Other Governmental Funds'
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7. DEFERREO REVENUE

Deferred revenue consist othe following

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

collected in the fiscal year 2O1O-2011 that will be earned in fiscal year 2011-

2011 5 374'769

The deferred revenue presented in other governmental funds is the portion

of federal grants received for which qualifying expenditures have not been

incurred. 198,882

Property tax receivabte but not available in the Eovernment fund financial

statemenrs. 693.886

s120?137

8. COMMITMENTS AND CONTINGENCIES

Atlune30,2Oll,theMunicipalitywasdefendantand/orcodefendantinseverallitigationsarising
out of the normal Municipality's operations. Most of the cases are covered by insurance

Management,afterconsultationwithle8alcounsel,isoftheopinionthattheultimateliability,in
excess of insurance coverage, if any, resulting from such pending litigations would not be material in

relation to the financial position ofthe 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

liabilityofthe applicable funds. The amount, ifany, ofthe expenditures which may be disallowed by

the Srantor cannot be determined at this time, although the Municipality expects such amounts' if

any, to be immaterial

_ 9. RESTRICTED DEPOSIT

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

Replacement reserve 5741'909

Security deposits 13'699

- ResidualreceiPts 35 382

s791190
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9. RESTRTCTED DEPOSTT (CONTINUED)

a. Replacement ReseNe

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 with HUD Suidelines and with approval of, or as

directed by, HUD.

B. Seaurity Deposits

The project is required, under federal re8ulations, 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 of the 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 underthe lease'

C. ResidualReceipts

The Project is required, under federat regulations and PRAC, to set aside the surplus proiect

funds in an interest bearin8 residual receipts account when the project funds are more than

needed for the operation of the proje€t, to pay operating 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.
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10. CAPITALASSETS

Capitalasset activity forthe year ended June 30, 2011was as follows:

Balance

June 30.2010 lncreases

Balance

Decreases June 30,2011Pdmary Government

Governmental activities:
Capital assets, not being depreciated:

tand
Construction Progress

Total capital assets not being

depreciated

Capital assets being depreciated:
Buildings

Equipment
lnfrastructure
lnf rastructure equiPment
Buildings improvements
FurnishinB
work of art
Computer
Vehicles

Total capital assets being depreciated

Less accumu!ated depreciation forl
Buildings

Equipment
lnfrastructure
lnfrastructure equiPment
Euildings imProvements
Furnishing

Work ofart
computer
Vehicles

Total depre€iablecapital assets, net

Governmental activities capital assets net

5 6,887,90s
7,Oa2,952

73.970.457

20,62L,720
'1,163,474

2,950,t23
10,323,A29

9,864,804
482,8s7

1,580

293,654
3,314.718

49.616,699

(4,291,s50)
(1,402,894)

(298,685)
(1,536,329)

1r,o41,730)
(380,19s)

{1,s80)
(2s3,80s)

11.197.512)
(12.510.351)

37.106.348

5 51,o1J-2ns

s 6s8,s78
3.150.151

3,808.739

49,229
46,723

23,569
204,594

14,536

16,747

186,763

541.561

(s13,946)
(143,638)

174,342)
(588,407)
(249,105)

l4s,s23l

l'24,264)
186,422],

11,a25,6471

(1.284.086)

5 2;245s3

s(10.143)

{10.143)

$ 7 ,s46,4A3
L0,222,970

77,769,453

20,621,'120
1,A72,643
2,996,246

70,34'1394
10,069,398

497,393
1,580

310,401
3,501,481

50.158.260

(4,80s,s06)
(1,545,s32)

(373,028)

12,324,736]'

{1,296,83s)
142s,17a)

(1,s80)

Q1A,069)
(3.283.994)

(14.33s.998)

35,822,262

sEl9AZ!5
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10. CAPTTAL ASSETS (CONTINUED)

Primarv Government
Business-type activities:

Capital assets net being depreciated:
Land

Capital assets being dePreciated:

Building and improvements
Office furniture and equiPment

Less accumulated dePreciation:
Building and imProvements
Office furniture and equiPment

Total depreciation, capital, assets net

Business activities capital assets, net

lncrease Decrease

s309,629
10,459

320,088

1a4,767)
16.067)

(90.834)

229,254

5a92s4

Governmental
Activities

5 4s9,078
47,233

1,065,338
248,817

5,121

!e$41

Balance
,une 30.2010

s 134.350

3,8r'0,763
188.321

4.029.084

\3,097,342)
(183.961)

(3.27s.303)

753,74t

s 888141

Balance

lune 30, 2011

s 134.360

4,15O,392

198.780
4.349,112

(3,176,109)
(190.028)

13.366.L371

983.035

s1t17395

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

Business-Type
A.tivities

General administration
Public safety
Public works
Education, culture and recreation

Health and welfare
Housing

Total depreciation expense

s90.834

s90i34
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11. LONG-TERM DEBT

Long-term liability activityfor the year ended June 30, 2011was as fotlows:

Primary government: Beginning Ending Due within

Governmental Activities; geEllg Additions Redu.tions Balan.e gllgJgel

Bonds and notes payable 55,479,000 5665,000 5152,000 $5,992,000 5 235,000

Advance from CRIM 675,433

Compensated absences 7,47AO93 332,584 1AL0,617 950.000

7,632,526 997,5a4 1,67,042 8,453,068 1,200,547

Eusiness-type activities:
Mortgage payable 9'14,414 104.810 859.604 112.318

Total 58.606940 59971S4 s241-852 s93i2@2 51312.9os

15,042 660,391 15,547
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11. r-ONG-TERM DEBT (CONTINUED)

Govemmenial activities:

Bonds and notes payable:

S342,OOO Municipal public improvement bonds of 1993 payable in

annual principal installments of s20,000 to s26,000 through January 1,

2016 plus interest at 5.75%

S95,ooo public improvement bonds of 1993 payable in annual principal

installments ranging from 56,000 to 57,000 throuBh January 1, 2015,

plus interest at 5%

$5o5,ooo municipal general obligation bonds of 2003 payable in annual

principal installments ranging from S15,000 to 540,000 through luly 1,

2027, plus interest at 5% to 6.5%

S1,O1O,ooo notes of 2005 payable in an annual principal installment of

S3O,OOO to 570,000 through July 1, 2029, plus lnterest at 5%

53,817,000 municipal special obligation note serial of 2008 payable in an

annual installments regardin8 from 5104,000 to 5342,000 in luly 1,

2028 plus interest at 5.4%

S2OO,ooo municipal general obliSation notes serial of 2004 payable in

two annual principal installments of 531,000 and 533,000 through

January 1,2013, plus interest at 4.50%.

S10O,OOO municipal Seneral obligation note of 2007 payable in annual

installments ranging from $14,000 to S16,000 though January 1,2075
plus notes at 4.13%.

5284,000 municipal general obligation note of 2007 payable in monthly

installments ranging from 54O,OO0 to 545,000 though January 1, 2015

plus interest at4.13%.

5665,000 municipal general of obligation of 2010 payable in monthly

installments ranging from S5,OOO to S65,000 through luly 1, 2035 plus

interest at 7.50%

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.

s 11s,000

31,000

415,000

840,000

3,530,000

64,000

60,000

172,OOO

665.000
5.992.000

869.604
S6.861,604
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NoIES To THE FINANCIAL STATEMENIS (CONTINUED)

JUNE 30,2011

11. LONG.TERM DEBT (CONTINUED)

Advances from CRIM

These amounts represent the balance owed to CRIM at lune 30, 2011 as described in Note 3 and is

payable in semiannual aS8regated installments through luly 2032 including interest at 6.1%.

The annual debt service requirements to maturity long'term debt as ofJune 30, 2011 are as follows:

Governmental-Tvoe Adiviiies

Bonds and Notes Pavable

Year Ended June 30

2012
2013
20L4
2015
2016

2011-2021
2022-2026
2027 -2031
2032-2036

Princioal

s 23s,000
280,000
258,000
276,000

231,000
1,255,000
1,743,OOO

1,459,000
255.000

55-992-000

lnterest
$ 176,sO4

385,557

368,899
3s2,U5
335,683

1,432,470
918,943
269,703

52,412
s4292,955

Aggregated
pavmentS

s 411,s04
665,557
626,499
628,84s
s66,683

2,647,410
2,66t,943
7,72a,103

307.412

5102&!,956
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11. rONG-TERM DEST (CONTINUED)

Due to CRIM:

Year ended June 30

2072
2013
2014
2015
2015

2011-2027
2022-2026
2027-2031
2032

Princioal

s 15,987

76,992
18,059
19,194
20,400

122,914
t66,694
226,064
54.083

s650.391

Princioal

S112,318
122,881
t34,437
M7,Oao
160,959
191.919

5869.604

lnterest
5 40,617

39,612
38,545

37,470
36,204

160,106

t16,325
s6,952

2,522

5528294

lnterest
5 73,838

63,275
51,719
39,O76

25,781
9,750

52n2,8AE

Aggretated
oavments

S 56,604
56,604
55,604

56,604
s6,604

2A3,O20

283,020
2a3,020

56.605

51J88,685

AqqrePated

Davments

s 186,1s5
186,155
186,156
186,156
186,156
20t,669

5!J324!9

Business-type activities
Mortgage note payable:

Year ended June 30

2012
20L3
2014
2015
2016
2077 -2078
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12. RETIREMENT SYSTEM

Defined Benefit Pension Plan

TheEmployees,RetirementsystemofthecommonwealthofPuertoRicoanditsinstrumentalities
(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 ofthe Commonwealth. All regular employees ofthe Municipality hired before lanuary 1' 2000

and under 55 years of age at the date of employment became members of the Retirement System

asaconditiontotheiremployment.Nobenefitsarepayableiftheparticipantreceivesarefundof
his/her accumulated contributions.

TheRetirementSystemprovidesretirement,deathanddisabilitybenefitsplrsuanttolegislation
enactedbytheCommonwealth'slegislature.Retirementbenefitsdependuponageatretirement
andthenumberofyearsofcreditableservice.Benefitsvestaftertenyearsofplanparticipation.
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 service up to twenty years, plus two percent of the average

compensation, as defined, multiplied by the number of years of creditable servi'e 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 65 percent of the

average compensation, as defined; otherwise they will receive 75 percent of the average

comPensation, as defined

Commonwealth legislation requires employees to contribute 5'775% for the first 5550 of their

monthly gross sala;y and 8 275% for the excess over $550 of monthly gross salary The Bank is

required by the same statute to contribute 9.275% ofthe participan(s Sross salary'

The Legislature of the Commonwealth enacted Act No- 305 on September 24, 1999' which amends

Act No.,t47 to establish, among other, a defined contribution savings plan program (the ,,Program,,)

to be administered by the Retirement System All regular employees hired for the first time on or

after lanuary 1, 2ooo and former employees who participated in the defined benefit pension ptan'

receivedarefundoftheircontributionsandarerehiredonorafterJanuaryl,2000become
membersofaProgramasaconditiontotheiremploYment.lnaddition,employeeswhoat
December 31' 1999 were participants of the defined pension plan, had the option, (rp to March 31,

2OOO, to irrevocably transfer their prior contributions to the deflned benefit pension plan plus

interestthereon to the Program.

40



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

NoTEs To THE FINANOAL STATEMENIS (CONTINUED)

JUNE 30,2011

12. RETIREMENT SYSTEM (CONTINUEO)

Defi ned Contribution Plan

Act No. 305 requires employees to contribute 8.275% of their monthly gross salary to the Program'

Employees may elect to increase their contribution up to 10% of their monthly gross salary'

Employee contributions are credited to his/her individual account established under the Program'

ParticipantshavethreeoptionstoinvesttheircontributionstotheProgram.lnvestmentincomeis
credited to the participant's account semi-annually.

The Bank is required by Act No 3O5 to contribute 9.275% ol lhe participant's gross salary' The

Retirement system will use these contributions to increase its asset level and reduce the unfunded

status ofthe defined benefit pension plan.

Upon retirement, the balance in the pa.ticipant's account will be used to purchase an annuity

contract, which will provide for a monthly benefit durin8 the participant's life and 50% of such

benefittotheparticipant'sspouseincaseoftheparticipant'sdeathParticipantswithabalanceof
$1O,OOO or less at retirement will receive a lump_sum payment. ln case of death, the balance in the

participant's account 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

lune 30, 2011 amounted to approximately 5234,258 and 5266,007, respectively This amount

represented 1OO% ofthe required contribution for the year-

Additional information on the Retirement system is provided in its finan€ial statements for the year

ended June 30,2011, a copY ofwhich can be obtained from the Retirement System

13. CONTINGENCIES

Atlune30'20]'l,theMunicipalitywasdefendantand/orcodefendantinseverallitigationsarising
out of the normal Municipality's operations. Most of the cases are covered by insurance'

ManaSement,afterconsultationwithlegalcounsel,isoftheopinionthattheultimateliability,in
exces; of insurance coverage, if any, resultinS from such pendin8 litigations would not be material in

relation to the financial position of the Municipality.

Amounts received or receivable from Srantor agencies are subiect to audit and adiustment by

grantor agencies. Any disallowed claims, including amounts already collected, may constitute a

liabilityoftheapplicablefundsTheamount,ifany,oftheexpenditureswhichmaybedisaltowedby
thegrantorcannotbedeterminedatthistime,althou8htheMunicipalityexpectssuchamounts,if
anY, to be immaterial.
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SGHEDULE OF BUDGETARY CoMPARTSoN

FORTHE YEAR ENDED 

'UNE 
30,2011

Revenues:

Property taxes

Municipaltax
Sales tax
Construction excise taxes

Grants and entitlements
Rentalincome
licenses and permits

lnterest
Other

Total revenues

Expenditurer:
General administration
Public safety
Education, culture and recreational

P!blic works and sanitation
Health and welfare
communication press and media

Planning and general service

Totalexpenditures

Excess of revenue over expenditure

10,893,605 10,893,605

5 1,10s,663

548,389
ss8,08s
132,000

7,433,240
3L6,298

1,300
24,250

774,380

s 1,10s,663
548,389

558,085
132,000

7,433,240
3L6,294

1,300
24,250

77 4.34O

ORIGINAL
gU9GEI

GENERAL FUND

FINAI.

EUgGE]

VARIANCE

WITH FINAL

BUDGET

FAVORABLE

IUNFAVORABLE)

s(118,021)
59,053
l7,743

7L2,483
(14,193)

60,9s4
5,025

67,302

1725,399)

(s30.6s3)

119,869
3,085

10,099

81,830
26,510
3,143

11,840

256.436

512J421:11

ACTUAL AT
BUDGETARY

EAS!s

5 987,642
617,M2
575,424
244,483

7,479,041

317,252
6,32s

85,552
48.981

10.362.952

5,571,7L4
710,638

375,559
2,342,966

7 47 ,L10
367,U3

10,637.169

5__121421:11

5,642,922
130,430
373,635

2,463,470
793,503

349,176
540.529

10.893.505

q

5,690,987
713,723

385,658
2,424,196

773,680
370,986

533.775

10.893,605

s
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1. EUDGETS AND BUDGETARY ACCOUNTING

Ihe Municipality follows these procedures in establishing the budgetary data reflected in the
financialstatements:

1)

2)

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

requkements provisions.

on or before May 15, the Mayor submits to the Municipal Legislative Eody a proposed operating
budget for the fiscal yea. commencing the following luly 1. The operating budget includes
proposed expenditures and the means for financing them.

3) Prior to lune 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

fund; however, any revisions that alter the total appropriations of any fund must be approved
by the Municipal Legislative Body.

5) Unused a ppropriations for the annual budgeted funds lapse at the end ofthe year.

The budget is prepared on the budgetary basis of accounting. The actual resllts 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 flnds because projects are funded on a multiyear nature,
generally requiring several years to complete or effective budgetary control is alternatively
achieved through general obligation bond indentures and legal and €ontnctual Srant agreement
provisions.
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2. RECONCII.IATION OF GAAP TO BUDGETARY BASIS

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

Revenues Exoenses

510,326,903 510,s90,29s
Revenue and expenses for Benerally 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 and

expenses from budgetary basic to modified
accrualbasis

Revenue and expenses per budgetary basis

332

58,980

35,7L1 112.7A6)

510362.952 S10.637X69
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERiO

SCHEDUTE OF EXPTNDITUREs OF FEDERALAWARDS

YEAR ENDTD JUI'IT 30,2011

NUMBER EXPENDITURES

uS Department of Housine and Urban
oevelooment

Passed through:
Municipal service Administration:

community Development Block Grant 14.22a S 558,526

ARRA-Community Development Block Grant 14.255 244,935

Puerto Rico Public Housing Administration:
Public and lndian Housing 14 850 327,445

Puerto Rico Department of Familyl

ARRA-Homeless Prevention and Rapid Re_Housing Program 14.257 134'OO4

Emer8ency Shelter Grants Program 14.237 52,759

Direct Program:

Section 8- Housing choice Vouchers 74 871 607.568
7.925.331

- US Department of Justiae

Passed through:
PR Department of Justice:

- Public Safety Partnership and Community Policing Grants

crime Victim Assistance Program

Edward Byrne Memoriallustice Assistance Grant Program 16.738

Recovery Act-Edward Byrne Memorial Justice Assistance

Grant (JAG) Pro8ram

US Department of Asriaulture
Passed through:

PR Department of Education:

Child and Adult Food Proeram

15.710

16.515

22,434
19,681
a5,992

16.804 80.000
20a,Lol

10.558 19.169

Us Deoartment of Health and Human Services

Passed throughl
PR Department of Family:

Child Care and Development Block Grant 93.575 242,494

ARRA{hild care and Development Block Grant 93 713 62.247
344.74L

us Deoartment of Homeland and seauriiv
Passed through:

PR Office of Management and Budget (GAR)

Public Assistance Grant 97.036 124.OO4
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COMMONW€ALTH OF PUERTO RICO

MUNICIPALIW OF COMERIO
NOIE5TOSCHEDUL€OFEXPENDITURESOFFEDERALAWARDS

luNE 30,2011

1. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
Municipality of Comerio and is presented on the modify basis of accounting. The information inthis

- Schedule is presented in accordance with the requirements of OMB Circular A-133, Audit of States,
Lo€al Governments and Non profit organizations,
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REPORT ON INTERNAL

CONTROL OVER FINANCIAL REPORTING

BASEO ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE

W|TH GOVERNMENT AUDITING STANDARDS
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C€rtifi ed Public Accountant MEMBER:

Am€rican lnstitule of Certified Public Accountants
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REPORTON INTERNAL CONTROL OVER FINANCIAT REPORTING AND
ON COMPI.IANCE AND OTHER MATTERS BASED ON AN AUOITOF

FINANCIAI. STATEMENTS PERFORMED IN ACCORDANCE wlTH
GOVERNMENT AUOITING STANDARDS

To the Honorable Mayor and

Municipal Legislative Eody
Municipality of Comerio
comerio, Puerto Riao

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major f!nd, and the aggregate

remaining fund information of Municipality of comerio, Puerto Rico, as of and for the year ended June

30,2011, which collectively comprise the Municipality of comerio, Puerto Rico's basic financial
statements and have issued our report thereon dated November 23, 2011. Others auditors audited
the financial statements of Rio Plata Development, as described in our report on Municipality of
comerio's financial statements. This report does not include the resLrlts ofthe 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 auditinB standards generally

accepted in the United States of America and the standards applicable to financial audits contained
in Government Auditing Stondords, issued by the Comptroller General of the United States.

lnternal Control Over Financial Reportins

ln planning and performing our audit, we considered Municipality of Comerio, Ptrerto 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 over financial reporting.

Accordingly, we do not express an opinion on the effectiveness of the Municipality of Comerio, PLrerto

Ri(o's internal control over f inancial reportinE.

A dericiency in internol control exists when the desi8n 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 moteriol 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 CONTROL 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 deflciencies, significant deficiencies, or material
weaknesses. We did not identiry any deficiencies in internal control over financial reporting that we
considerto be materialweaknesses, as defined above.

Comoliance and Other MatteJs

As part of obtaining reasonable assurance about whether Municipality of Comerio, Puerto Rico's
financial 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 aacordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported undet Government
Auditing Stondords.

We noted certain matters that we reported to management of Municipality of Comerio, Puerto Rico, in

a separate letter dated November 23, 2011.

This report 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.

January 17,2012
Aguas Buenas, Puerto Rico

License No. 1339

Expires December 1, 2013
The stamp No. E3058 ofthe Puerto Rico

Society of Certified Public Accountants was
affixed to the ori8inalofthis report.

CARLOS R. DIAZ NEGBOI
CONTT!08 PUBLICO IUTOFIZADO

51
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REPORT ON COMPLIANC€ WITH REQUIREMENTS

APPLICABLETO EACH MAJOR PROGRAM AND ON INTERNAI CONTROL

OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCUTAR A-133

To the Honorable Mayor and
Municipal Legislative Body

Municipality of Comerio
Comerio, Puerto Riao

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) Circular A-133

Compionce Supplemert that are applicable to each of its major federa! programs for the year ended

June 30,2011. 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 Srants 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 $1,302,277 in federal award which are not

included in the schedule during the year ended June 30, 2011. 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 ac€ordance 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 1n Government

Auditing Stonddrds, issued by the Comptroller General of the lJnited States; and OMB Circular A_133,

Audits oI Stotes, Locol Governments, ond Non'Profit Otgonizotions 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 aud;t 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 reasonable 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 regarding Procurement and Suspension 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 wlth 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, 2011. The results of
our auditing 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.

lnternal Control Over Comoliance

Management of Municipality of Comerio, Puerto Rico, is responsible for establishing and ma,ntaining
effective internal control over compliance with the requirements of laws, regulatlons, contracts, and
grants applicable to federal programs. ln planning and performing our audit, we considered
Municipality 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 control over compliance. A€cordingly, 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 cont.ol over
compliance that might be significant deficien.ies 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 siBnif icant deficiencies.

A deJiciency in internol cohttol over complionce 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 fioteriol weokness in internol control over
complionceis a deticiency, or combination ofdeficiencies, in internal control over 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 materialweaknesses.
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REPORT ON COMPLIANCE WITH REQUIREMENTS

lnternal Control olrer Comolianae

A significant deficiency in intemal 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
control over compliance described in the accompanying schedule offindings and questions €ost 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
Municipality 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 entity, 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.

lanrary 17,2072
Aguas Buenas, Puerto Rico

license No. 1339
Expire December 1,2013

,)

The Stamp No. E30S9 ofthe Puerto Rico Society

of Certified Public Accountants was affixed to
the original of this report.

CANLOS R, DIAZ NEGBON
CONTADON PUBUCO AUTOSIZADO
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MUNICIPALITY OF COMERIO

SGHEDUU OF FrNDrr'rGs Axo quEsnoNEo Cosrs

FoR THE YEAR ENDED JUNE 30,2011
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SECTION I - SUMMARY Of AUDITOR'S RESULTS

FinanaialStatements

Tvoe of audito/s report issued

- Noncompliance material to financial statement noted?

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

SCHEDULE OT FINOINGS AND QUESNONEDCOSTS

FoR THE YEAR ENDEDJUNE 30,2011

Unoualified

lnternal control over financial reportin8:

. Materia I wea kness (es) identified? 
-yes 

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

weakneSses?

Federal Awards

Internal control over major programs:

xno

-Lno

Xno

Materialweakness(es) identified? 
-yes. significant deficiency (ies) identified that are

- 
no, considered to be material weakness(es) Xyes

Type ofauditor's report issued on compliance for

_ 
major pro8rams Oualitied

Any audit findings disclosed that are required to be

reported in accordance with section 510{a)of
Circular A-133

ldentification of major programs:

cFA Number(sl

93.575
L4.224

14.850
Dollarthreshold used to distinguish between type A

and type B programs:

Audit qualified as low-risk audited?

-.Lyes

Name of Federal Proaram Cluste,

Childcare Development Block Grant

Community Development Block Grant/
State's Program.

Public and lndian Housing
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IW OF COMERIO

- SCHEDUTE OF frNDrNGs AND QUESI|oNED Cosrs (CoNnNUED)

FO8 THE YEAR ENDED IUNE 30,zOU

_ 
SECTION II - FINANCIAL STATEMENTS FINDINGS

NONE
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO

ScHEDULE OF FINDINGsAND QUEsTIoNED CosTs (CoiITINUED)

FoR THE YEAR ENDEDIUNE 30,2011

sEcroN r[. - FEDERALAWARDS FTNDTNGSAND QUESTTONED COSTS (CONTTNUEO]

Findin8 No, 1-11- Procuremeat and Suspension and Debarment

Federal Program

cFDA- 14.228 Community Development Block Grant

Compliance requirement:

Procurement and Suspension and Debarment

Category:

Compliance

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 ofthe 5 disbulsements examined amountin8 5277,571.19, the Municipality did not verity
that the entity is not suspended or debarred or otherwise excluded. crite a:

Suspension and Oebarment:

2 CFR part 180 states that non-federal entities are prohibited from €ontracting 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,8., 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 Suidance contains those additional

limited circumstances. All nonprocurement transactions (i.e., subawards to subrecipients), irrespedive

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

verification may be accomplished by checking the Excluded Parties List System (EP[S) 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.
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPALITY OF COMERIO

- SGHEDULE OF FTNDTNGS AND QUESIoNED Cosrs {CoMrlNUED)
FoR THE YEAR ENDEoJUI,{E 30,2011

- sEcfloN . - FEDERALAWARDS FTNDTNGSANO QUESTTONEO COSTS (CONINUED)

_ 
Finding No. 1-11 - Procurement and Suspension and Debarment (Continued)

Effe.t:

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

_ 
Questioned cost:

None

- Recommendation:

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

- compliance with the Procurement and Suspension and Debarment requirement.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

scHEDUr-E of FINDtNGs AND QuEsrloNED co$s (coNTINUED)

FOR THE YEAR ENDEOJUNE 30, 2011

sEcTroN ur. - FEDERAL AWARDS FINDINGSAND QUESTIONED COSTS (CONTINUED)

Finding No.2-U - Procurement and Suspension and Debarment

Fedelal Program

CFDA- 93.713 ARRA child care Development Block Grant

Compliance requirement:

Procurement and Suspension and Debarment

Category:

Compliance

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

piogr"a. fn f ai.Oro"ment examined amounting S14,OOO, the Municipality did not obtain competitive

bids to comply with the proaurement requirement'

Criteria:

Procurementl

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

o**n o',o*r"."nt procedures provided they conform to applicable federal law and regulations and

standards identified in the A-102 common Rule. A-102 states that all procurement transactions will be

conducted in a manner providing fulland open competition'
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COMMONWEALTH OF PUERTO RICO

MUNICIPAIIry OF COMERIO

ScHEDULE OF FINDING5 AND qUE5TIONED COsTS (CONTTNUED)

FoR THE YEAR ENoEo luNE 30,2011

- sEcTtoN t. - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS (CONTINUED)

Finding No. 2-11- Procurement and Suspension and Debarment (Continued)

Effect:

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

Quesiioned cost;

514,000

- Recommendation:

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

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

MUNICIPAI.IW OF COMERiO

ExHlElr- |

CORRECTIVE ACTION PLAN

FOR YEAR ENDED IUNE 30,2011
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