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PO 8OX 4OA, RAFAEL TASA NO. 44, AGUAT B

INDEPENOENT AUDITOR'S REPORT

To the Honorable Mayor and
Municipal Legislative Body

Municipality of Comerio
Comerio, Puefto Rico

We have audited the financial statements of the governmental activities, each major fund, and the
ageregate remaining fund information of the Municipality of Comerio as of and for the year ended lune
30, 2012 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 financial statements based on our audit. We did not audit the financial
statements of the business,type activities. Those statements were audited by other auditors whose
report has been furnish to me, and our opinion, insofar as it relates to the amounts included for Rio
Plata Development, is based solely on the report ofthe other auditors.

We conducted our audit in accordance with auditing standards Benerally accepted in the L,nited States
ofAmerica. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supportinB 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 ou. audit provides a
reasonable basis for our opinions.

ln our opinion, based on olr 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.lune 30, 2012, and the respective changes in financial posltion for the fiscal year then
ended in conformity with accounting principles generally accepted in the United States of America.



INDEPENDENT AUOITOR S REPORT (CONTINUED):

ln accordance with Governmental Auditing standards, we have also issued our report dated December 13,
2012, on our consideration of the Municipality of comerio's internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance ahd the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an lntegral 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 financialstatements. The schedule of expenditures of federa I awa rds, as
required by U.S. Ofice of Management and Budget Circulat A-I33, Audits of Stotes, Locol Governments,
ond Non-Profit Otgdnizotl'orr, is presented for purposes of additional analysis and is not a required part of
the financial statements. such information i5 the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accountinB and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. ln our opinion, the combining and individual
nonmajor fund financial statement and the schedule of expenditures offederal awards are fairly stated in
all material respects in relation to the financial statements as a whole.

Accounting principles generally ac€epted in the united States of America require that the management,s
discussion and analysis and bud8etary comparison information on pages 3 through 9 and 42 through 45 be
presented to supplement the basic financial statements. such information, althou8h not a part of the
basic finanaial 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 other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

December 13,2012
Aguas Buenas, Puerto Rico

License No. 1339
Expire December 1, 2013

The Stamp No. ErO863 ofthe puerto Rico Society
of Certified Public Accountants was affixed to
the original of this report.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUTY OF COMERIO

MANAGEMENTS DISCUSSION ANO ANALYSIS

YEAR ENDEOJUNE 30, 2012

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 lune 30, 2012. This discussion
was prepared by the Municipality management and should be read in conjunction with the financial
statements and notes thereto, which follow.

FINANCIAL HIGHLIGHTS

The financial position of the Municipality remains strong at lune 30, 2012, with total assets of
561,788,936, total liabilities of 510,650,876, and total net assets of 551,138,060. Municipality net assets

decreased 51,056,301 in comparison with June 30, 2011 balance ot 552,194,36L. An overview of each
statement is presented below alongwith a financialanalysis of the tra nsactio ns impactingthe statement.

Condensed financial statements for the Municipality at June 30, 2012.

Condensed Statement of Net Assets

Assets

CapitalAssets
Other Assets

Lidbilities ond NEf Assets

Long-Term Debt

Other Liabilities

lnvested in Capital Assets

Restricted for Debt Service

Capital Projects
Replacement end Others

Unrestricted

fotol Net Assets

2011

5s4,709,111
4.109.418

63.418.s89

20L2

sss,188,847
6.600.089

51.788,935

8,949,030
7,701,446

10.650.876

44,738,604
1,529,038

1,505,658
1,O54,14t
(1.689.385)

55u38-060

9,332,612
1.891,555

71.224.228

49 3A7,627
1,496,414
4,062,944

797,990
(3.538,234)

S52Je,1361
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COMMONWEAI,TH OF PUERTO RICO

MUNICIPALITY OF COMERIO
MANAGEMEN?S DTSCUSSTON AND ANAtyStS (CONTTNUED)

CONDENSED STATEMENT OF ACTIVITIES
YEAR ENDEDJUNE 30, 2012

Revenues

Program Revenues:

Charges for Services

Operating Grants
CapitalGrants

General Revenue:

Taxes:

Property Tax

MunicipalTax
Sale Tax

Construction Excise Taxes

Grants and Entitlements
lnterest, Rents and Others

Expenditures
General Administration
Public Safety

Education, Culture and Recreatlonal
Public Works and Sanitation
Health and Welfare
Public Relation

Planning and General Services

lnterest
HousinB

Housing lnterest

Chonges in Net Assets

Net Assets ot beginning

Net Assett art end

20Lt

5 718,1s7

2,165,974
t,248,O33

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

1,548,926
433.346

15.254,933

6,429,222
7,020,40a

990,160

3,U7,40a
2,254,6@

367,U3
521,93s

778,702
452,812
70,635

16.073,185

(818,252)

53,012.613

sr194361

2012

5 641,109

2,OO5,913

1,088,885

1,219,914
573,535
9A9,267
329,861

8,058,219

663.660

15.570.370

6,429,959
t,032,7s4
L,O37,523
4,412,634
2,036,542

362,409
6M,891
159,570

444,941

6L,436
t6.626,677

(1,0s5,301)

52.194,36L

s5r*138.050
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COMMONWEAI.TH OC PUERIO RICO
MUNICIPALITY OF COMERIO

MANAGEMENT'S DISCUSSION AND ANALYSIS (COMIINUED)
YEAR ENDEOJUNE 30, 2012

The financial statements report information of the Municipality's as a whole and include the financial
results of Rio Plata Development, a Business Type Division ofthe Municipality.

USING THE FINANCIAL STATEMENTS

The Municipality's financial statements were prepared in accordance with standards issued by the
Governmental Accounting Standards Board (GASB). tn June 1999, the GASB issued Statement No. 34,
Financial statements and Management's Discussion and Anarysis for state and Locar Governments. The
financial statement presentation required by GASB statement no. 34 provides a comprehensive, entity-
wide perspective ofthe Municipalitry's assets, liabilities, net assets, revenues, expenditures, changes in net
assets and cash flows.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The Municipaliby'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 arso contains additionar required supprementary
information (budgetary schedules) in addition to the basic financial statements themselves. These
components are described below:

Govelnment-Wide Finanaial Statements

rhe government-wide linonciol stotements ate designed to provide readers with a broad overview of the
Municipality's operations and finance as a whore 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 condltion at the end of the fiscal
year' These financial statements are prepared uslng 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, 2012 even if cash involved have not been received or paid.
The Sovernment-wide financial statements includei (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.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO
MANAGEMENTS DTSCUSSION AND ANA| yStS (CONTTNUED)

YEAR ENDEDJUNE 30,2012

Statement of Activities

The statement of activities presents information showing how the Municipality's net assets changed
during the fiscal year ended June 30, 2012. 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 djrect expenses and program revenues for each function
of the Municipality.

Both of the abovementioned financial statements present all the governmental activjties of the
Municipality, which consist mostly by taxes and intergovernmental revenues (such as federal grants).
Most services provided by the Municipality fall into this category, including culture, recreatjon and
education, general government, health and sanitation, public safety, public housing and welfare, etc.

Fund Financial Staterhents

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 funds.

A fund is a groupin8 of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Municipality, like most other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. Each fund is considered an independent fiscal entity accounted for within a set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenue, and expenditures. Fund
accounting segregates funds accordin8 to their intended purpose and is used to aid mana8ement in
demonstrating compliance with legal, financial and contlactual provisions.

The fund financial statements focus on: {1) individual parts of the Municjpality's government and (2)
reporting the Municipalivs 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 seNice fund, (3) special revenue funds and (4) capital projects funds (collectively
known as the "governmental funds").

Governmental funds are used to account for all of the services provided by the Municipality.
Governmental funds are used to account for essentially the same functions reported as governmental
activities in the 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 accrual basis of accountin8. These statements provide a detailed short-term view ofthe
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 neaFterm
financing requirements.



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO

MANAGEMENTS DTSCUSSTON AND ANALYSTS (CONTTNUEO)

YEAR ENDEDJUNE 30, 2012

Fund Financial Statements (Continue)

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 govemmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the Municipality's nearterm financial
decisioos.

For financial reporting purposes the Municipality has three major funds: (1) the general fund, (2) the debt
service fund and (3) HI.JD Block Grant.

Notes tothe Basic Finanaial Statements

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

Required Supplementary lnformation

The basic financial statements are followed by a section of required supplementary information consisting
of a budgetary comparison between actual operating results with the original budget and the final
amended budget for the general fund.

ANALYSIS OF FINANCIAL POSITION AND RESULTS OF OPERATIONS

Statement of Net Assets

The statement of net assets presents the assets, liabilities and net assets of the Municipality as of the
fiscal year ended June 30, 2012. Ihe 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 2.72% of total assets while cash with fiscal agent represents 3.08%
of it. Capital assets amount to 88.85% of total assets. The other 5.35% represents receivables, and
restricted ca5h.
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COMMO WEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO

MANAGEMET{?S DISCUSSION AIID A ALYSIS (COI{TINUED}

YEAR ENDED JUNE :IO, 2012

Municipaliby's cash and cash equivalents chan8ed from 52,475,002 at June 30, 2011 to S1,583,427 at lune
30, 2012. CapitalAssets increased from 554,709,111to 554,897,384 for the same period.

Current liabilities consists primary of accounts payable and accrued expenses which represent 15.98% of
total liabilities. Long term debt represents 84.02% oftotal liabilities.

Net assets represent the residual interest in the Municipalitty's assets after liabilities are deducted.

Net Asseta

4.690/o tr lnvested in
Capital Assets

I Replacement and
Others

95.31%

As of.lune 30, 2012, net assets amounted to S51,138,060. Net assets invested in capitalassets amounted
to 548,738,608 (95.31%). Replacement and others net assets amounted to 52,399,452 (4.69%).

8



COMMO WEAITH OT PUERTO RICO
MUNICIPALITY OF COMER[O

MANAGEMENTS DTSCUSSTON AND At{ALyStS (CONTTNUED)

YEAR ENDED JUNE 30, 2012

The following illustrations demonstrate the Municipalitty's major sources ofrevenues and expenses.

6Yo 4o/o 13Yo

4%

6Yo

7o/o

8%

tr Charges for
Services

IOperating
Grants

! Capital Grants

tr Property Taxes

IMunicipalTax

trSales Tax

I Grants and
Entitlements

tr lnterest and
Others

52%



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERiO
MANAGEMENTS DTSCUSSTON AND ANAt-yStS (CONTTNUED)

YEAR ENDEDJUNE 30, 201.2

CAPITAI. ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Municipalitys investment in capital assets as of.lune 30, 2012, amounts to 574,970,495 with an
accumulated depreciation of S19,781,648 (including depre€iation charges for the year tota le d 52,092,9t41,
leaving a net book value of 555,188,847. This investment in capital assets includes land, construction in
progress, buildings, improvements, equipment, infrastructure, machinery and equipment and vehicles.
lnfrastructure assets are items that are normally immovable and of value only to the state, such as roads,
bridges, streets and sidewalks, drainage systems, lighting systems, and similar items.

The Municipality finances a significant portion of its construction activities through bond or notes
issuances. The proceeds from bond and notes issuances designated for construction activities are
commltted in its entirety for such purposes and cannot be used for any other purposes.

Oebt Administralion

The Puerto Rico Legislature has established a limitation for the issuance of general obligation municipal
bonds and notes for the payment of which the good faith, credit and taxinB power of each municipality
may be pledged.

The applicable law also requires that, in order for a Municipality to be able to issue additional general
obligation bonds and notes, such Municipality must have sufficient "payment capacity''. Act No.64
provides that a Municipality has sufficient "payment capacity' to incur additional general obligation debt if
the deposits in such municipality's Redemption Fund and the annual amounts collected with respect to
such Municipality's Special Additional Tax (as defined below), as projected by GDB, will be sufficient to
seNice to maturity the Municipality's outstanding general obiigation debt and the additional proposed
general obligation debt ("Payment Capacity").

The Municipality is required under applicable law to levy the Special Additional Tax in such amounts as
shall be required for the payment of its general obligation municipal bonds and notes. ln addition,
principal of and interest on all general obligation municipal bonds and notes and on all municipal notes
issued in anticipation of the issuance of Beneral obligation bonds issued by the Municipality constitute a
first lien on the Municipaliqy's basic tax revenues.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF COMERIO

STATEME T OF NEr A55Ers

AsOrJU E30,2012

PRIMARY GOVERNMENT

GOVERNMENTAT BUSINESS-TYPE

ACIIVITIES ACTIVITIESASSETS

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

Property tax
Sale tax
Other agencies

Others
Restricted cash

Capitalassets, net

Total Assets

lnvested in capitalassets, net of related
Restricted for:

Debt seavice

Other provided by grantors

Replacements and other
Unrestricted

Total Net Assets

The accompanying notes are an integral

s 1,682,66s

1,90L,947
300,000

709,858

97,273
1,710,236

54.134,706

59,930,525

IqIAI

51,683,427
L,90L,947

300,000

709,858

97,213
t,724,592

22,374
762,618

55.188.847

18,356

22,314
162,678

1.054.141

42,920

11,215

722,487
633.811

162

1,858,311 61,788.936

LIABILITIES AND NETASSETS

Liabilitiesr
Accounts payable and accrued expenses
Deferred revenue
Deposits
Due to other a8encies

Long-term debt:
Due within one yeaa

Due in more than one year

TotalLiabilities

liabi ities

981,859
4t7,416

42,147
164,259

7,t63,992
1.024.246

9.437,969

44,732,682

1,529,038
1,505,658

11.674.7221

s50-092-656

7,424,149
411,416
95,182

164,259

1,246,473
1.662,151

44,138,608

1,529,038
1,505,658
1,054,141

(1.689.38s)

412p07 10,650.875

s,926

1,054,141
(14.663)

part of these financial statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO
STATEMENT OF AcIvtTrEs

FOR THE YEAR ENDED IUNE 30,2012

PROGRAM REVENUES

FUNCTIONSAND PROGRAMS

Governmental activities:
General administration
P!blic safety
Education, culture and

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

Tota I governmenta I activities

Business type-activities:

Housing
lnterest

Total

EXPENSES

s (6,429,9s9)

'7,032,754)

{1,037,523)
14,412,634)

12,036,s421
(362,409)

1644,8971,
(159,570)

{16,115.288)

1448,947)
{61.436)

(510,383)

5 2,724

39,290

CHARGE

FOR

SERVtCES

OPERATING

GRANTSAND
COI{TRIBUTIONS

S 208,443
226,362

441,350

t,!29,7s8

CAPITAL GRANTS

AI{D
COI{TRIBUTIONS

NET

{EXPENSE)/
REVEI{UE

5 lt6,221,,s1,6)

{806,392)

(593,449)

13323,748)
la67,4941
(362,409)

1644,89J1
(1s9.s70)

1t2.919.47s)

150,148

{61.436)
88,772

s112r90J63)

91,088,886

2.005.913 1.088.886

599,095

599.09s

5116i26.62!) $641J09 ary St-o8g.886

(Continue)
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO
STaTEMEitT OF AcrMnEs (CoNTtNUED)

FoSTHE YEAR ENDEoJUNE 30,2012

Net (expense)/revenue

Generalrevenue:
Taxes:

Property taxes
Municipaltax
Sale tax
Construction excise tax

Grants and entitlements
Licenses and permits
lnterest
Rent
Other

Totalgeneral revenues

Chanees in net assets

Net assets at beginning

Net assets at end

GOVERNMENTAL

ACTIVITIES

s1t2.979 .47s)

r,219,974
573,535
989,267
329,A67

8,058,219

4,329
36,554

247,3A2
373,504

17,432,677

{1,146,804)

51.239,460

sr0,092.656

BUSINESS-TYPE

ACTIVITIES

S 88.7t2

TOTAL

s{12.890.753}

1,219,914
s73,535

989,267
329,a67

8,058,219

5,969
36,654

247,382
373,655

17,834.462

(1,056,301)

52.t94,36t

5ll..118.060

7,640

151

90,503

954.901

5L0,!5l0l

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

MUNICIPALITY OF COMERIO
REcoiIcII.IAIIoN Of THE GoVERNMENTAT FUNos

BALANCE SHEETTO THE SIAIEMENT OF NET ASSET5

As OFJUi/E 30,2012

- Fund Balances in Governmental Funds 5 3,s26,529

Amounts rcpofted forGovernmentol 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. 54,134,706

Receivables deferred in governmental fund financial statements 699,A04

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

Bonds and notes payable (5,727,000)
Accrued interest (78,105)
Compensated absences lt,A29,8j4l
Advances from CRIM 1644,404)

Total net assets in statement of net assets S50.092j56

The accompanying notes are an integral part of these financial statements.
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COMMONWEAI.TTI OF PU€RTO RICO
MUNICIPAI.ITY OF COMERIO

REcoNcII.AnoN oF THE STATEMENT oF REVEI\IuEs, EXPETDTTURES

AND CHANGES lN FUND BAraNcEs OF GoVERNME TAr
FUNDS To THt STATEMENT OF Acflvt Es

FoR THE YEAR EIDEDJUNE 30,2012

Net ahange in fund balances - total Sovernmental funds

Amounts repofted fot Governmentol Activities in the Stotement of Activities
orc difJerent becouse:

Governmental funds report capital outlays as expenditures. However, in
the statement of adivities and changes in net assets, the cost ofthose
assets is allocated over their estimated useful lives and reported as
depreciation expense. This is the amount ofcapital assets recorded in
the current period.

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.

Changes in accrued expenses which do not require the use ofcurrent
financialresources:

lnterest
Compensating absences
Deferred revenues

Governmentalfunds report payments ofother long-term debt as
expenditures whereas the payment reduces the long-term is the
obliSate in the statement of net assets.

Depreciation expense on capital assets is reported in the statement of
activities, but they do not require the use ofcurrent financlal resources.
Therefore, depreciation expense is not reported as expenditures in
governmentalfunds.

Chonges in Net Astets oI Govemmentdl Activities

The accompanying notes are an integral part of these financial statements.

S(1,9s4,713)

2,542,509

265,000

(11,790)
(10,197)

5,918

15,987

(1.999.518)

s1l146i01)
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERiO
STaTEMENT OF FtNANctar PostTloN-PRopRttrARy FuND

Jur'l€ 30,2012

ASSEIS

Current Assets:
Cash

Accounts receivable:
HUD

Other

Property and Equipment

Restrided deposits

PRoPRIETARYFUND

RIO PLATA DEVELoPMENT

5 762

18,356

22.374

1,O54,14t

762,57a

s45&:t11

5 122,881

42,920
165.801

73,235
633.871
647.106

412.907

1.045,404

sr-85&311

LIABILITIES AiIo NET AssETs

Liabilities:
Current liabilities:

Current maturities of mortgage note
Accounts payable and accrued expenses

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

Net assets

Total liabilities and net assets

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

MUNICIPALITY OF COMERfO
STaTEMENI Ot Amv[tEs - PRopRtErARy FUND

YEAR ENDEDJUNE 30, 2012

Revenues:

Rent

Financial
Others

Total revenues

Expenses:

Administrative
Utilities
Operating Maintenance
Taxes and insurance
Depreciation
lnterest

Total Expenses

Change in net assets

Prolect net assets, beginning ofyear

P.oiect net assets, and year

PROPRIETAnYFUND

Rro PtaTA DEVELoPMENT

5 s99,09s
L,UO

151

600.885

158,865

9,764
151,218
35,704
93,396
6t,436

510.383

90,503

954.901

sLo45l@!

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

MUNICIPAIITY OF COMER1O

STATTMENT OF CA5H Flows - PRopRtEraRy FuilD
FoR THE YIAR ENDED IUNE 30,2012

Cash flows from operating activities:
Receipts:

Rental receipts
lnterest receipts
Other operating receipts

Totalreceipts

DisbuIsements:
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 adivities:
Deposits to the reserve for replacement account
Withdrawals at reserve for replacement account
Net deposits to the residual receipts account
Net purchase of fixed assets

Netcash used in investing activities

PROPRIETARY FUND

RIO PLATA DEVEIoPMENT

ss99,818
L,640

601.609

24,634
45,310

9,164
192,698
127,927
10,086
13,511

6L.436

48s.365

716,243

(31,897)

60,642
103

130.142l

|t.294)

{Continue)
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COMMONWEALTH OF PUERTO RICO
MUNICIPAI.ITY OF COMER.O

STATEMENT Ot CA5H Flows - pRopRtEraRy FuNo (CoNT|NU E)

FoR THE YEAR ENDEDJUNE 30,2012

Cash flows from operating activities:
Principal payments- first mortSa8e

Net cash used in finanaing activities

Net decrease in cash

Cash at beginnihg ofyear

Cash at end ofyear

Reconciliation ofchance in total net assets
trom operation to net cash provided by
operating activities:
Change in total net assets from operations

Adiustment io ra'aonaile change in total
net assets form operations to net cash
provided by operatint activities:
Depreciation expense
Bad debt expense
(lncrease) decrease in:

Tenant accounts receivable
Cash restricted for tenant security deposits
Ac€ounts payable

Accrued liabilities
Tenant security deposits held in trust

Net cash provided by ope.ating activities

The accompanying notes are an integral part of these financial statements.

PROPRIETARY FUNO

RIO PLATA DEvELoPMEMI

s{115.000)

(11s.000)

(s1)

813

L- 162

5 90,503

93,396
9,856

723
(464)

120,0321
(58,203)

464

,1,16243
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COMMONWEALTH OF PUERTO RICO
MUNICIPAIIW OF COMERIO

NorEs To THE FtNANctat STATEMEMTS

JUNE 30,2012

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 succession, 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 fourteen 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 general and administrative services.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accountin8 and reporting policies of the Municipality relating to the funds included in the
accompanying basic financial statements conform to accounting principles Eenerally 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
Accountin8 Standards Board (GASB), the American 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 significant policies ofthe Municipality are described
below.

Reporting entity

A reporting entity consists of the primary government, component units, and other or8anizations
that are included to ensure that financial statements are not misleadin8. 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 repait sanitation, and general
administrative services. The operation of each of these activities is directly controlled by
Municipality Legislative Body through the budBetary process.

Component units are legally separate organizations for which the Municipality is financially
accountable. The Municipality has no component units.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF COMERIO
NorEsTo THE FTNANcIAL STATEMENTS (CoNTtNUED)

luNE 30,2012

2. SUMMARy OF STGNTFTCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Governmentwide 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 Eovernment and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities whiah normally are supported mainly by taxes and
intergovernmental revenues are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. Likewise, the primary government is reported
separately from certain le8ally separate component units for which the primary government is
financially accountable.

The statement of activities demonstrates the deg.ee 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 directly benefit from goods, services, or privileges provided by a

Biven 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 Eeneral revenues.

The fund financial 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 operating fund of the Municipality and accounts for all financial resources, except
those required to be accounted for in another fund.

2) Debt Servi€e Fund

This fund is used to account for the accumulation of resources from addition property tax and
sales and use tax for and the payment of, general long-term debt principal, interest and related
cost.

3) HUD CDBG Fund

This fund is used to accountforthe Community Development Block Grant ofthe US Department
of Housing and Urban Development.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO
NorEs To THE FtNANctAr STATEMEMT5 (CoNT|NUED)

.ruir€ 30,2012

2. SUMMARy OF StGNtFtCANT ACCOUNTTNG pOuCtES (CONTTNUED)

Measurement focus, basis of acaounting and financial 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 incu..ed, regardless of the tjming of related cash flows. property
taxes are recognized as aevenues 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. Under this method revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. Forthis purpose, the government considers revenues to be available ifthey are collected
within 90 days (except property taxes that are 60 days) of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, except for debt service, compensated
absences and claims and judgments expenditures which are reported when payment is due.

Property taxes, franchise taxes, licenses, and interest associated wjth 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 speciai 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
cons,dered to be measurable and available only when cash is received by the Bovernment.

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

As a general rule the effeat of interfund activity has been eliminated from the government-wide
financial statements. Amounts reported as program revenues include 1) charges to customers or
applicants for goods, services, or privileges provided, 2) operating grants and contributions, and 3)
capital grants and contributions, including special assessments. tnternally 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 resources as they are needed.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAI.ITY OF COMERIO

NoTEs To THE FtNANCral STATEMENTs (CoNTTNUEo)

JUNE 30,2012

2. SUMMARY OF StGNtF|CANT ACCOUNTTNG pOt-tCtES (CONTTNUED)

Cash, aash 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. Earnings from these funds are
recorded ;n the corresponding fund as interest income.

Cash with fiscal agent in the governmental fund consists of unused proceeds from bonds and notes
issued for the acquisition and construction of major capital improvements. Cash with fiscal agent in the
debt service fund represents special additional property tax collections retained by the Commonwealth
of Puerto Rico and restricted forthe 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 lending/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 to/from 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.

Capitalassels

Capital assets, which in€lude 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 (June 30, 2003).

Capital assets purchased or acquired are carried at historical cost or estimated historical cost.
Contributed assets are recorded at fair market value as ofthe date donated. Additions, improvements
and other capitaloutlays that si8nificantly extend the useful life ofan asset are capitalized. Other costs
incurred for repairs and maintenance are expensed as incurred. When historical cost is not available it
is estimated using historic sales ofthe year ofthe acquisition ofthe related capitalassets.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO
NorEs To THE FtNANcta! STATEMEirTs (CoNnNuED)

JUNE 30,2012

SUMMARY OF StGNtFtCANT ACCOUNTING pOLtCtES (CONTTNUED)

Capital assets (Continued)

Depreciation in capital assets is calculated on the straight-line basis over
usefullives:

Building
Equipment
Infrastructure
Building improvements
Furnishing
Computer
Vehicles

the following estimated

40 years

5 years

40 years

40 years

5 years

3 years

5 years

The Municipality decides when to capitalize an asset using a capitalizatjon threshold of52S.

Fund balance

ln the prior year, the Authority adopted the provisions of GASB Statement No. 54, Fund Bolonce
Repofting ond Govenfientdl Fund Type Definitiors (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 wh;ch 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 lnassigned, based on the relative strength of the constraints
that control how specific amounts can be spent, as described follows:

Nonspendable- Represent resources that cannot be spent readily with cash or are legally or
contractually required not to be spent, includin8 but not limited to inventories, prepaid
items, long-term balances of loans and notes receivable.

Restdcted - 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.

Committed - Represent resources used for specific purposes, imposed bV formal action of
the entity's highest level of decision making authority (governinE body throu8h resolltions)
and can only be chan8ed by similar resolutions, no laterthan the end ofthe fiscalyear.

.:.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF COMERIO

NorEs To TB€ FrNANctat STATEMEtfis (CoMI UED)

Jur,{E 30,2012

2. SUMMARY OF StGNtFtCANT ACCOUNTTNG pouClEs (CONTTNUED)

Fund balance (Continued)

.:. Assisned - 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 resolutions
approved by the Eoverning body). tntent can be expressed by the governing body, or by an
official or body to which the governing body delegates authority in conformity with the by-
laws of the Authority. In governmental funds other than the general fund, assigned fund
balance represents the remaining amount that is not restricted or committed.

* !Ia$!g!ed - Represent the residualclassification for the entity's generalfund and includes
all spendable amounts not contained in the other classjfications. ln other funds, the
unassigned classification is used only to report a deficit balance resultjng from overspending
for specific purpose for which amounts had been restricted, committed, or assigned.

At June 30, 2012, the accompanying fund financial statements reported fund balances as restricted,
assigned and unassigned.

Risk financinB

The Municipality carries insurance to cover casualty, theft, tort claims and other losses. lnsurance
policies are ne8otiated by the Puerto Rico Treasury Department and costs are allocated among all
the municipalities of Puerto Rico. Cost of insurance allocated to the Municipality and deducted from
the gross property tax collections by the Municipal Revenue Collection Center (the ,,CRlM,,) for the
year ended June 30,2012 amounted to 5105,388. The current insurance policies have not been
cancelled o. terminated. The CRIM also deducted S188,073 for workers compensation insurance
covering all municipal employees.

Compensated absences

Employees accumulate vacation leave at a rate of 2.5 days per month up to maximum of 60 days.
Unpaid vacation time accumulated is fully vested to the employees from the first day ofwork.

Employees accumulate sick leave at a rate of 1.5 days per month up to a maximum 90 days. ln the
event of employee resignation, the employee is paid for accumulated vacations days up to the
maximum allowed. Separation from employment prior to use of all or pan of the sick leave
terminates all ri8hts 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 fusets.
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COMMONWEAI.TH OF PUERTO RICO

MUNtCtPAt-tw OF COMERTO

NorEs To THE FtNANctaL STATEMEMTS (CoNTINUED)

JUNE 30,2012

2. SUMMARY OF S|GN|F|CANT ACCOUNTTNG pOLtCtES (CONTTNUED):

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the Ljnited 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 duringthe reporting period. Actual results could differ from those estimates.

Deposits and investments

Under Puerto Rico statutes, public funds deposited in commercial banks must be fully collateraliued
for the amount deposited in excess of federal depository insurance. All securities pledged as
collateral are held bythe Secretary ofthe Treasury of puerto Rico.

Subsequent Events

Management has evaluated subsequent events through December 13, 2012, the date the financial
statements were evaluated to be issued.

3. PROPERTY TAX

The personal property tax is selfassessed by the taxpayer on a return, which is to be filed by May 15
ofeach yearwith the MunicipalRevenue CollectorCenter (the CRIM), a governmentalentity 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 January 1 of each year and is based on current values for personal
property and on esteemed values as of 1957 for real property tax. The tax on personal propertv
must be paid in full together with the return by May 15. The tax on real property may be paid in
two installments byJuly l andJanuary 1.

The CRIM is responsible for the billing and colledions 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 year. Throu8hout 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 between the amounts advanced to the Municipality and
amounts adually collected from taxpayers.
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COMMONWCAI.TH OF PUERTO RICO
MUNICIPAI.IW OF COMERIO

NorEs To THE FrNANctat STATEMENT5 (Co nNUED)

JUNE 30,2012

3. PROPERW TAX (CONflNUEO)

This settlement has to be completed on a preliminary basis not later than three months after fiscal
year_end, and a final settrement made not rater than six months after year-end. rf the cRrM remits
to the Municipality property tax advances, which are less than the tax actually collected, a
receivable from the cRIM is recorded at June 30. However, if advances exceed the amount actually
collected by the CRIM, a liability to the CRIM is recorded a une 30.

Residential real property occupied by its owner is exempt by law from the payment of property
taxes on the first 515,000 of the assessed value. For such erempt amounts, the puerto Rico
Treasury Department assumes payment of the basic tax to the Municipalities, except for propertv
assessed at less than 53,500 for which no payment is made. As part of Law No. 83 of August 30,
1991, as amended, the exempt amount to be paid by puerto Rico Treasury Department to the
Municipalities was frozen as of January 1, 1992. ln addition, the law grants a tax exemption from
the payment of personal property taxes of up to S5O,OOO of the assessed value to retailers having
annual net sales of less than S150.OOO.

The annual rate for fiscal year 2012 is 8.7Byo for real property and G.7g% for personal propertv of
which 1.03% of both tax rates are for the redemption of public debt issued bythe Commonwealth of
Puerto Rico. The remaining percentage is distributed as follows: (a) 6.0% and 4.0%, respectively,
represent the Municipaliby's basic property tax rate, which is appropriated for Eeneral purposes and
accounted for in the general fund. A portion of such amount is deposited in an equalization fund
together with a percentage of the net revenues of the puerto Rico Electronic Lottery and subsidy
from the Commonwealth of puerto Rico. From such fund, a distribution is made to all
municlpalities; (b) 1.75% represents the special ad valorem tax restricted for debt service and
accounted for in the debt service fund. The Commonwealth contributes an annual tax rate of 0.2%
ofthe property tax collected and the remaining rate is paid bythe taxpayer.

On lanuary 26, 2000, Public Law 42, as amended, was enacted which authorized the CRIM to obtain
a loan up to 5200 million, and fo. a term not exceeding 30 years, to allow for the financing of the
debt that the municipalities of Puerto Rico have with the CRIM arising from final settlements of
property tax advances versus actual collections through fiscal year 2OOO-2001. The amount that the
municipalities will collect from the additional property taxes resulting from the increase in the
subsidy from the central government to the municjpalities was assigned through this law to repay
such loan. The increase in this subsidy was the result of the public taw 23g, enacted on AuBust 15
1999. As of lune 30, 2012 the amount due to CRIM amounting to 5644,404 is presented as other
lon8-term debt (see Note 10).
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COMMONWEAI.IH OF PUERTO RICO

MUNICIPALITY OF COMERIO
NoTEs To THE FrNAitctaL STATEMEMrs (CoNnNUED)

JU E 30,2012

3. PROPERTY TAX (CONTINUED)

Total property tax receivable, net of an allowance for uncollectible accounts of 54,f20,473,
amounted to 5616,415 at June 30, 2012. The composition of property taxes receivable and the
related deferred revenues is a follows atJune 30,2012:

Gross property taxes receivable
Less allowance for uncollectlble accounts

Net property taxes receivable

Deferred (unavailable propertv)
tax revenues in GFFS

4. VOI.UME OF BUSINESS TAX

General Fund

$4,760,2os
4,776.212

5 183193

s 534.88s

Oebt Service Fund

51,02s,942
900.o77

Lr25,865

5115281

Total

55,786,747
5.O76.289

5 109.858

s 650J66

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.SO% for financin8
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 luly 1 and January 1 of
the following fiscal year. The amount levied could be paid with a five percent (S%) discount if
payment is made on or before the filing date. The Municipallty levied and collected during the year
ended.lune 30, 2012, 5318,291 corresponding to the following fiscal year volume of business tax.
This amount was re€orded as deferred revenue, and is presented as a liability in the accompanying
combined balance sheets and statement of net assets.

5. SATE TAX

On luly 4, 2006, the le8islature of the Commonwealth of Puerto Rico approved Act No. 117 (,,Act
117") which amends the Puerto Rico Internal Revenue Code of 1994 to provide for a sale and use tax
of 5.5 to be imposed bythe Commonwealth Government. Act 117 alsoauthorized each municipality
government to impose a municipal sale and use tax of 1.5%. This muni€ipal sale and use tax has in
general the same tax base and limitations (except for unprocessed foods) as those provided by the
Commonwealth's sale and use tax.

The Act 80 also provides for restrictions on the use of the resources (includin8 the .5 of 1.5%
collected by the Commonwealth Government) to be invested in solid waste and recycling program,
capital improvements and health and public safety costs. Amount collected by the Commonwealth
will be deposited in accounts or special funds in the Governmental Development Bank of puerto
Rico ("GDB"), subject to restrictions imposed and distributed as follows:
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5. SAIE TAX (.ontinued)

a)

b)

.2% ot lhe .5% will be deposited in a "Municipal Development
restricted by the Act,

.2% of the 5% will be deposited in a "Municipal Redemption
municipalities sublect to restrictions imposed by the Act and,

c) .1% of the .5 will be deposited in a "Municipal tmprovement
improvement project; these fund wjll be distributed based
Commonwealth's legislature.

Fund" to finance costs as

Fund" to paid loans to

Fund" to finance capital
on legislation form the

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,
storage or consumption of taxable transactions (as defined by the municipal internal regulation)
taken place within munlcipal limits.

The Munlcipal 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
use tax must file a tax return to Municipality. Tax is due each 2orh day of each month based on tax
collected in the preceding month. The Municipal Ordinance does not impose spe€iflc restrictions or
limitations on the use of the municipal sale and use tax resources. Resources are recorded in the
Eeneralfund of the Municipality.

6. INTERGOVERNMENTAI.REVENUES

lntergovernmental revenues sources consist of contributions received from certain quasi-p!blic
corporations of the Commonwealth of Puerto Rico, such as the Puerto Rico Aqueduct and Sewer
Authority and the Puerto Rico Electric Power Authority. Also, the Municipality receives some
subsidies from the Commonwealth of Puerto Rico which include, among others, a subsidy for
general operations and for the financing of capital improvements. The intergovernmental revenues
are recorded in the General fund, except for those that are legally restricted for expenditure for
specified purposes which are recorded in the Other Governmental Funds.
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7. D€FERRED REVENUE

Deferred revenue aonsist o the following

Deferred revenue in the general fund related to the municipal license tax
collected in the fiscal year 2011-2012 that will be earned in fjscal year 2012-
2013 5 318'290

The deferred revenue presented in othergovernmentalfunds is the portion
of federal grants received for which qualifyinc expenditures have not been
incurred. 99,126

477,4t6
Property tax receivable but not available in the government fund financial
statements. 550,166
Other 49,638

5L111229

8. COMMITMENTS AND CONTINGENCIES

At lune 30, 2012, the Municipality was defendant and/or codefendant in several litigations arising
out of the normal Municipality's operations. Most of the cases are covered by insurance.
Management, after consultation with legal counsel, is of the opinion that the ultimate ljability, in
excess of insurance coverage, ifany, resultin8 from such pending litigations would not be material in
relation to the financlal position ofthe Municipalitv.

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies. Any disallowed claims, including amounts already collected, may constitute a
liability ofthe applicable funds. The amount, ifany, ofthe expe nditu res which may be disallowed by
the grantor cannot be determined at this time, although the Municipality expects such amounts, if
any, to be immaterial.

9. RESTRICTED DEPOSIT

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

Replacement reserve
Security deposits
Residualreceipts

5713,764
13,235
36,279

,52,613
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9. RESTRTCTED DEPOSTT (CONTTNUED)

A. Replacement Reserve

The project is required under the Proiect 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 guidelines and with approval of, or as
directed by, Hl.JD.

B, Se.urity Deposits

The project is required, under federal regulations, to set aside, at the time of the initial
execution of the lease, the tenant's security deposit and its accumulated interest. The project
must refund to the tenant, the full amount of the tenant's security deposit, provided the tenant
does not owe any amount under the lease. The Project may use the tenant's security deposit
balance as a reim bu rsement for a ny unpaid amounts the tenant owes underthe lease.

c. Residual Receipts

The Project is required, under federal regulations and PRAC, to set aside the surplus project

funds in an interest-bearing residual receipts account when the project funds are more than
needed for the operation of the project, 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 project purposes, including the reduction of project rental assistance
payments.
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10. CAPITAT ASSETS

capitalasset activityforthe year ended lune 30,2012 was as follows:

Ealanae
lune 30,2011 lnareases

Balance
Oe.reases June 30. 2012Primary Government

Governmental activities:
Gpital assets, not being depreciated:

Land

Construdion progress

Total capitalassets not beine

depreciated

Capital assets being depreciated:
Buildings
Equipment
lnfrastructure
lnf rastructure equipment
Buildings improvements
Furnishing
Work of art
Computer
Vehicles

Total capital assets beingdepreciated

Less accumulated depreciation for:
Buildings
Equipment
lnfrastructure
lnfrastructure equipment
Buildings improvements
Furnishing

Work of art
Computer
Vehicles

Total depreciable capital assets, net

Governmental activitiescapital assets net

5 7,546,483
70.222.910

17,769,453

20,621,120
7,412,643
2,996,246

10,347,398
10,069,398

497,393
1,580

310,401

3.501.481

50,158.260

(4,80s,s05)
(1,546,532)

(373,028)

12,324,736't
(1,295,83s)

l42s,7tBl
(1,580)

(278,069)
(3.283.994)

{14,33s.998)

35.822.262

s53l9az!s

s 1s2,309

2.0t2.075

2,764.3U

7,320,858
106,018
151,609

304,996
31,500

8,310

61,653
s7.402

8,048.346

(690,707)

1t2s,774)
(78,696)

1707,s46],

1252,337],
(3s,163)

(28,083)

t87.272)
{1.999.s18)

5.048,828

,821i212

(3,s00)

19.901)

3,500

21,942,578
1,915,161
3.147,855

to,652,394
10,100,898

505,703
1,580

378.054

3.548.982

5 7,69a,792

s17.67O.227) 4.s64.824

11.670.22!1 72.263.676

IA3_4S!) s8.193.20s

|s,496,273)
$,66a,746)

14st,724)
13,032,2821

11,549,172)
(460,881)

(1,s80)

{306,152)
(3.3ss.36s)

(16.322.11s)

41.871,090
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10. cAPrTAr- ASSETS (CONTTNUED)

Primary 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
Offce furniture and equipment

Total depreciation, capital, assets net

Business activities capital assets, net

lnarease Decrease

S30,142

30,142

(90,145)
(3.2s1)

(93.396)

(63.2s4)

5163254)

919.781

s S L0!!,141

Eusinesi-Type
Activities

s93,396

s93t96

Balanae
.rune 30.2011

s 134.360

4,r50,392
198,780

4.349.172

'3,t76,709l
(190.028)

(3.366.137)

983.035

s1!U195

Balance

June 30, 2012

s 134.360

4,140,s34
198.780

4.379 3r4

13,266,2s41
1193,279)

3,459.533

Depreciation expense was char8ed to functions/pro8rams ofthe Municipality as follows:

6eneral administration
Public safety
Public works
Education, culture and recreation
Health and welfare
Plannin8 and general services
Housing

Total depreciation expense

Governmental
A.tivities

s 436,968
s2,947

1,136,498
245,08r

s,242
t22,702
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11.I.ONG.TERM DEBT

tong-term liability activityfor the year ended lune 30,2012 was as follows:

Primary governmenti
Governmental Activities:

Bonds and notes payable

Advance from CRIM

Compensated absences

Business-type activities:
Mortgage payable

Total

Betinning
Balance

Ss,992,000
660,391

1,410.677

8,463,068

869.604

59132672

Additions

s10,197
10,191

sl0;D7

Reductions

s26s,000
15,987

24O,987

1L2.AS2

5393-839

Ending
Balance

s5,727,OOO

644,404
7.820,a74
4,792,278

Due within
one Year

5 250,000
16,992

897,000
1,763,992

756.1s2 t22.a81

s8.949.G0 sr286873
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11. LONG-TERM DEBT (CONTTNUED)

Governmental activities:

Bonds and notes payable:

5342,000 Municipal public improvement bonds of 1993 payable in
annual principal installments of 520,000 to 525,000 through lanuary 1,
2016 plus interest at 5.75%

595,000 public improvement bonds of 1993 payable in annual principal
installments ranging from 56,000 to $7,000 through January 1,2018,
plus interest at 5%

5505,000 municipal general obligation bonds of 2OO3 payable in annual
principal installments ranging from 515,000 to 540,000 through July 1,

2027, plus interest at 5% to 6.5%

S1,010,000 notes of 2005 payable in an annual principal installment of
S30,000 to 570,000 through July 1, 2029, plus lnterest at 5%

S3,817,000 municipal special obligation note serial of2OO8 payabie in an
annual installments regarding from 5104,000 to 5342,000 in July 1,
2028 plus interest at 5.4%

5200,000 mun,cipal general obligation notes serial of 2004 payable in
two annual principal installments of 531,000 and 533,000 throu8h
January 1, 2013, plus interest at 4.50%.

5100,000 municipal general obligation note of 2007 payable in annual
installments ranging from S14,000 to S15,000 though January 1, 2015
plus notes at 4.13%.

S284,000 municipal general obligation note of 2OO7 payable in monthly
installments ran8in8 from 540,000 to 545,000 though January 1, 2015
plus interest at 4.13%.

5665,000 municipal general of obligation of 2010 payable in monthly
installments ranging from 55,000 to 565,000 through July 1, 2035 plus

interest at 7.50%

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

interest at 9% includin8 subsidy interest of 8% through 2018. The note
is secured by a residential buildin8.

S gs,ooo

25,000

400,000

810,000

3,526,000

33,000

46,000

132,000

560.000

5,727,000

756,752

s€t83J52
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11. IONG.TERM DEBT {CONTINUED}

Advan.es from CRIM

These amounts represent the balance owed to CRIM at June 30, 2012 as described in Note 3 and is

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

The annual debt service requirements to maturity long-term debt as ofJune 30, 2012 are as follows:

Governmental-Tvpe Activities

Bonds and Notes Pavable

Year Ended lune 30

2013
2014
2015
20L6
2017

2078-2022
2023-2027

2028-2032
2033-2037

Principal

s 250,000

2s8,000
276,000
231,000

218,000
7,342,OOO

1,861,000

1,076,000
215.000

55J2J-ooo

lnterest
5 177,992

318,588
328,139

335,681
319,696

1,342,943
193,929
181,689

34,686

53.833383

Aggregated
DaYments

5 427,992
575,588
604,139
s66,681
537,696

2,684,983
2,6s4,929
7,257,689

249,646

s9t60383
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11. rONG-TERM DEBT (CONTTNUED)

Due to CRIMr

Year ended.lune 30

2013
2014
2015
20L6
2017

2078-2022
2023-2021
2028-2032

Business-type aativities
Mort8age note payable:

Year ended June 30

2013
20t4
2015
2016
2017

2018

Principal

s 16,992

18,059
19,194
20,400
2t,642

130,637
D7,764
240,272

5644104

Prin.ipal
$122,881

734,437
148,080
160,912
175,028

15.420

s156J52

lnterest
s 39,612

38,545

37,4t0
36,204
34,922

152,383
105,852

42.748

548L61j,

AgSregated

Davments

5 s5,504
s6,604
55,504
56,604
55,504

283,020
2a3,O20
243.O20

sL132-080

Arqresated
pavments

s185,1s6
186,156

186,156
186,156
186,155

1s.513

sE48293

lnterest
5 63,27s

57,125
38,076
25,244
tl,L28

s189141
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12. RETIREMENT SYSTEM

Defined Benerit Pension Plan

The Employees' Retirement Svstem of the Commonwealth of Puerto Rico and jts instrumentalities
(the "Retirement System"), created pursuant to Act. No. 447 of May 15, 1951, as amended, is a cost,
sharing multiple employer defined benefit pension plan sponsored by, and reported as a component
unit of the Commonwealth. All regular employees of the Municipality hired before January 1, 2000
and under 55 years of age at the date of employment became members of the Retirement System
as a condition to their employment. No benefits are payable if the participant receives a refund of
his/her accumulated contributions.

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

Members who have attained at least 55 years of a8e 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 seNice 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 service 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
avera8e compensation, as deflned; 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 salary and 8.275% for the excess over 5550 of monthly Sross salary. The Eank is

required bythe same statute to contribute 9.275% ofthe participant's Sross salary.

The legislature of the commonwealth enacted Act No. 305 on september 24 1999, which amends

Act No. 447 to establish, among other, a deflned 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, 2000 and former employees who participated in the defined benefit pension plan,

received a refund of their contributions and are rehired on or after January 1, 2000 become

members of a Program as a condition to their employment. ln addition, employees who at
December 31, 1999 were participants of the defined pension plan, had the option, up to March 31,
2000, to irrevocably transfer their prior contributions to the defined benefit pension plan plus

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

oefi ned Contribution plan

Ad No. 305 requires employees to contribute 8.27S% oftheir 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.
Participants have three options to invest their contributions to the program. rnvestment income is
credited to the participant's account semi,annually.

The Bank is required by Act No. 305 to contribute 9.275% of lhe participanfs 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 participant,s account wjll be used to purchase an annuity
contract, which will provide for a monthly benefit during the participant,s life and 50% of such
benefit to the participant's spouse in case ofthe participant,s death. participants with a balance of
S10,000 or less at retirement will receive a lump-sum payment. tn case of death, the balance in the
participant's account will be paid in a lump-sum to his/her beneficiaries. particjpants have the
option of a lump-sum or purchasjng an annuity contract in case of permanent disability.

Total employees and employer contributions to the above mentioned plans during the year ended
June 30, 2012 amounted to approximately S229,G55 and S2GO,45O, respectively. This amount
represented 100% ofthe required contribution forthe year.

Additional information on the Retirement System is provided in its financial statements for the year
ended lune 30, 2012, a copy of which can be obtained from the Retirement System.

13. CONTINGENCIES

As oflune 30, 2012, the Municipality was defendant and/or codefendant in several litigations arising
out of the normal Municipality's operat;ons. Most of the cases are covered by insurance.
Management, after consultation with legal counsel, is of the opinion that the ultimate liability, in
excess of insurance coverage, if any, resulting from such pending 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
liability of the applicable funds. The amount, ifany, ofthe expenditures which may be disallowed by
the grantor cannot be determined at this time, although the Municipality expects such amounts, if
any, to be immaterial.
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GENERAL FUND

Revenues:

Property taxes
Municipaltax
Sales tax
construction excise taxes

Grants and entitlements
Rentalincome
Licenses and permits

lnterest
Other

Total revenues

Expenditures:
General administration
Public safety
Education, culture and recreational
Public works and sanitation
Health and welfare
Communication press and media
Planning and Beneral service

Totalexpenditures

Excess of revenue over expenditure

11.066.308 11.066,308 LL.t44.4t5 78,707

ORIGINAL FINAL

BUOGET BUDGET

ACTUAL AT
BUDGETARY

ca5!5

s 873,869
573,535

647,334
329,867

a,016,2M
286,672

4,329
36,373

376,224

VARIANCE

WITH FINAL

BUDGET

FAVORABI,E
(UI{FAVORABLEI

s 12,50s
51,244
89,703

8,169
235,509

30,749
520

4,545
(350.341)

55,558

7,r50
L7,166

L,669
4,992
2,O77

5 861,264

s$,247
557,635

321,698
7,180,69s

256,523
3,809

31,828
735.559

5,760,512
742,t05
404,992

2,484,704
811,107
303,523
555,365

s 861,264
s16,247
557,635
321.698

7,180,695
2s6,523

3,809

31,828
736.569

5,938,441
7t5,Ut
380,313

2,37t,274
769,558

367,400
524.277

5,882,8't3
715,O4t
373,163

2,3s3,s08
767,499
362,404

10.977.08611.066.308

s$ s 157129 5 1 1-!2.s
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1. BUDGETS AND BUDGETARY ACCOUNTING

The Municipality follows these procedures in establishing the budgetary data reftected in the
financialstatements:

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

2)

3)

4)

On or before May 15, the Mayor submits to the Municipal tegislative gody a proposed operating
budget for the fiscal year commencing the followin8 July 1. The operating budget includes
proposed expenditures and the means for financingthem.

Priorto June 13, the budget is legally enacted through passage of an ordinance.

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 tegislative Body.

Unused appropriations forthe annual bud8eted funds lapse atthe end ofthe year.

The budget is prepared on the budgetary basis of accounting. The actual results of operations,
presented in the Statement of Revenues and Expenditures - Budget and Actual General Fund, is
in conformity with the budgetary accounting of the Munjcipality for a better comparison with
the bud8et information.

The presentation of the budgetary data excludes other approprjations such as capital projects,
debt service and special revenue funds because projects are funded on a multi-year nature,
generally requiring several years to complete or effective budgetary control is alternatively
achieved through generalobligation bond indentures and legal and contractualgrant a8reement
Provisions.

s)
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2. RECONCILIATION OF GAAP TO BUDGETARY BASIS

Adjustments hecessary to reconcire the revenues and expenditures ofthe generarfund at the end of
the year, from the generally accepted accounting principles to budgetary basis, are as follows:

Revenues ExDenses

Revenue and expenses forgenerally accepted
accounting principles IGAAP) basis 511,1t9,399 s10,957,866

Transfer in included as revenues in budEetary

240,280

Transfer out included as expenditures in
budgetary basis 322,336

Other adjustment to adjust revenues and
expenses from budgetary basic to modified
accrualbasis t2i5.2641 (303,116)

Revenue and expenses per budgetary basis S1lJ!l4,!U5 510177_036
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ScHEout E OF ExpEiDtruREs OF FEDTRAi AwARDs
YEAR E DEDJUNE 30,2012

us Department of Housin. and urban 
NUMBER ExPENDlruREs

Development
Passed through:

Muni€lpal Service Administration:
Community Development Block Grant !4.22A S 9OO,9O3

Puerto Rico Public Housing Administration:
Public and Indian Housing 14.875 44L,922

Puerto Rico Department of Famlly:
ARRA-Homeless Prevention and Rapid Re-Housing program 14.257 a3,474
Emergency Shelter Grants program 14.231 l3,SO7

Dkect Program:
Sectlon 8- Housing Choice Vouchers L4.A7t 666,077

US Deoartment of Justice
Passed through:

PR Department of Justice:
Public Safety Partnership and Community policing Grants l6.7t} tt,tg}
Crime Victim fusistance program

Edward Byrne MemorialJustice Assistance Grant program 16.575 36,570

US Deoartment of Arriculture
Passed throuEh:

PR Department of Education:
Child and Adult Food program 10.558 19,455

US Department of Health and Human Services
Passed through:

PR Department of Family:
Child Care and Development Block Grant 93_575 420,824

US Departmeat of Enerpv
Passed through:

Puerto Rico Energy affairs Administration
Energy Efficacy Conservation Block Grant 81.128 108.700
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF COMERIO

NOTES TO SCHEDUI.E OF EXPENDIIURES OT FEDEMLAWARDS

JUNE 30,2012

- L BASIS OF PRESENTATTONT

The accompanying schedule of Expenditures of Federal Awards includes the federal grant activity of
- Munlcipality of comerio and is presented on the modify basjs ofaccounting. The information in this

schedule is presented in accordance with the requirements of OMB circular A-133, Audit of States,

_ 
,oa"l Governments and Non profit organizations.
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REPORT ON INTERNAI.
CONTROI. OVER FINANCIAI. REPORTING

BASED ON AN AUDIT OF FINANCIAI
STATEMENTS PERFORMED IN ACCORDANCE

wlTH GOVERNMENT AUDITING STANDARDS
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6r,rho 91. 0a* Jerd",r'
Certitied Public Accountant MEMBER:

American l.stitute ot Certified pu btic Accountants
Pu€rto Rico of Certified Publi. Accountants

PO BOX 40a, RAFAET LASA NO. l+ leUlS gurNAs, pn oo

INOEPENDENT AUDITORS' REPORT ON INTERNAT CONINOL OVER FINANCIAL REPORTING
AND ON COMPTIANCE ANO OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE wlTH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Municipal Legislative Body

Municipality of Comerio
Comerio, Pueno Rico

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Municipality of Comerio, puerto Rico, as of and for the year
ended June 30, 2012, which collectively comprise the Municipality of Comerio, puerto Rico,s basic
financial statements and have issued our report thereon dated December 13,2012. We conducted
our audit in accordance with auditing standards generally accepted in the united states of America
and the standards applicable to financial audits contained in 6oye, ment Auditing Stondords, issued
by the Comptroller General of the United States. 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 results of the other auditors' testing of internal control over financial
reporting or compliance and other matters that are reported on separately by those aoditors.

lnternal Control Over Financial Reporting

Management of Municipality of comerio is responsible for establish and maintaining effective internal
control over financial reporting. ln planning and performing our audit, we considered Munjcipality of
Comerio, Puerto Rico's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose ofexpressing an opinion on the effectiveness of Municipality of Comerio, puerto Rico,s internal
control over financial reporting. Accordingly, we do not express an opanion on the effectiveness of the
Municipality of Comerio, Puerto Rico's inteanal control over financial reporting.

A deliciency in internol control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functjons, 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 INTERNAI. CONTROI, OVER FINANCIAI. 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 alr deficiencies in internar
control over financial reporting that might be deficiencies, significant deficiencies, or materiar
weaknesses. we did not identify any deficiencies in internal contror over financiar reporting that we
considerto be material weaknesses, as defined previously.

Comolianae and Other Matters

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
ceftain 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, providin8 an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express suah an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Stdndords.

This report is intended solely for the jnformation and use of management, Municipal Legislative
Bod, others within the entity, and federal awarding a8encies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

CAFLOS N, DIAZ N

COTTTDON PUBIICO TUIOBIZADO

The Stamp No. E4O854 ofthe Puerto Rico Society
ofCertified Public Accountants was affixed to
the original of this report.

December 13,2012
Aguas Buenas, Puerto Rico

License No. 1339

Expires December 1, 2013
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REPORT ON COMPLIANCE wlTH
REqUIREMENTS APPI.ICABLE

TO EACH MAIOR PROGRAM AND ON INTERNAI. CONTROL
OVER COMPLIANCE IN ACCORDANCE WTH

OMB CIRCUI.AR A-133
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Certitied Public Accountant MEMBER:

American lnstitute of Certilied public Accountants
Puerto Rico of Certified Public Accountants

PO BOX4O8,flAFAELtA5ANO.44,AGUA5BUENAS,pROO7O3_TrlZ@

INDEPENOENT AUDITORY REPORT ON COMPI.IANCE wlTH REQUIREMENTS
APPLICABLE TO EACH MAIOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPI.IANCE IN ACCORDANCE wlTH OMB CIRCULAR A.133

To the Honorable Mayor and
Municipal Legislative Body

Muni.ipality o, Comerio
Comerio, Puerto Riao

Compliance

We have audited Municipality of Comerro, puerto Rico is compliance with the types of compliance
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133
Conlplidnce Supplement that could have a direct and material effect on each of Municipality of
Comerio's major federal programs for the year ended June 30, 2012. 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 questjoned costs_ Compliance wjth the requirements of
laws, regulations, contracts, and grants applicable to each of its major federal programs is the
responsibility of Municipality of Comerio, Puerto Rico's mana8ement. Our responsibility is to e)(press an
opinion on Municipality of Comerio, puerto Rico's compliance based on our audit. Municipality of
Comerio, Puerto Rico's basic financial statements include the operations of Rio plata project which
expensed S1,173,739 in federal award which are not included in the schedule during the year ended
June 30, 2012. Our audit, described below, did not include the operations of Rio plata project because
the Project's management engaged other auditors to perform an audit in accordance with OMB
Circular A 133.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained ii Government
Auditing Stondards, issued by the Comptroller General of the United States; and OMB Circular A_133,
Audits of Stotes, Locol Governments, ond Non-profit Oryonizotions. Those standards and OMB
Circular A 133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence aboirt 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 Municipaljty of Comerio, puerto Rico,s compliance with
those requirements,
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REPORT ON COMPI.IANCE wlTH REQUIREMENTS (CONTINUED}

ln our opinion, Municipality of Comerao, 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 lune 30, 2012. However. the results of our auditinB procedures 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 fjndings and questioned
costs as item 01-12.

lnternal Control Over Compliance

Mana8ement of Municipality of Comerio, puerto Rico, is responsible for establishing and maintaining
effective internal control over compliance with the requirements of laws, regulations, contracts, and
grants applicable to federal programs. ln planning and performing our audit, we considered
Municapality 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. Accordingly, we do not
express an opinion on the effectiveness of Municipality of Comerio, puerto Rico,s internal control over
compliance.

A deliciency in intenol control ovet complidnce exists when the desjgn 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 thdteriol weokness in internol control over
complionce is a deficiency, or combination of deficiencies, 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.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this sedion and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, we identified certain deficiencies in internal control over
compliance that we consider to be significant deflciencies as described jn the accompanying schedule of
findings and questioned costs as item 01-12. A significant defiaiency in internalcontrolover 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
controlover compliance, yet important enough to merit aftention bythose charge with governance,
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REPORT ON COMPIIANCE WITH REQUIREMENTS (CONTINUED)

lnternal Control Ove, Compliance

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 Le8islative Body,
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.

CANLOS 8, DIM NEGBOTI
COITTDOF PUBIICO AUIONlzlDO

The Stamp No. E40855 ofthe Puerto Rico Society
of Certified Public Accountants was affixed to
the original of this report.

December 13,2012
Aguas Buenas, Puerto Rico

License No. 1339
December 1,2013
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MUNICIPALITY OF COMERIO
SCHEDULE OF FrNorncsAND quEsno €D Co$s

FoR THE YEAR EI'Io€D JUiE 30, 2012
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO
SGHEoULE OF FINoINGSANo QUEsTIo{Eo cosTs

FOR THE YEAR ENDED,IUNE 30,2012

SECTION I - SUMMARY OF AUDITOR'S RESULTS

FinancialStatements

- Tvpe ofauditor's report issued Unoualified

lnternal control over financial reporting:

. Materialweakness (es) identified? _yes _Lno. Significant deficiency {ies) identified

_ that are not considered to be materialweaknesses? _yes ,Lno

Noncompliance materialto financial statement noted? _yes Lno

- Federal Awards

_ 
lnternalcontrolovermajorprograms:

. Material weakness(es) identified?

. Significant deficiency (ies) identified that are

- not considered to be material weakness(es)

Type ofauditor's report issued on compliance for

- maior programs

Any audit findings disclosed that are required to be

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

_ ldentification of major pro8rams:

CFA Number(s)

-Lyes

Unoualified

-Lno

_no

_no-Lyes

Name of Federal Proqram Cluster

- 81.128 Energy Efficienc"y Conservation Block Grant
93.575 Child Care Development Block Grant

- 
14'224 community Development Block Granv

State's Program
14.850 Public and lndian Housing

- Dollar threshold used to distinguish between type A
and type B programs: $3OO,OOO

- Audit qualified as low-risk audited? yes X no
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COMMONWEALTH OF PUERTO RICO
MUNICIPAUTY OF COMERIO

- ScHEourE OF Ftr{otr{Gs Ar{D euEsnoNED Cotrs (CoMnNUED)

FoRTHEYEAaE DEDJUNE 30,2012

SECTION II. FINANCIAL SIATEMENTS FINDINGS

NONE



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO
ScHEoULE OF FTNDtNGs AND QuEsTtoNEo CosTs (CoNTtNuED)

FoR THE YEAR ENoED J UNE 30, 2012

sEcTroN fl. - FEDERALAWARDS FtNDtNGS AND qUESTTONED COSTS (CONTTNUED)

Fioding No. 1-12 - Procurement and Suspension and Debarment

FedeEl 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 14 disbursements to test the compliance with the
Procurement and Suspension and Debarment requirement for Community Development Block Grant
program. ln 6 of the 11 disbu.sements examined amounting 5605,398.07, the Municipality did not
verify that the entity is not suspended or debarred or otherwise excluded.

C teria:

Suspension and Debarment:

2 CFR part 180 states that non-federal entities are prohibited from contracting 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 goods and
services awarded under a nonprocurement transaction (e.g., grant or cooperative agreement) that are
expected to equal or exceed 525,000 or meet certain other specified crjteria. CFR Sectjon 180.220 of
the government-wide nonprocurement debarment and suspension guidance contains those additional
limited circumstances. All nonprocurement transactions (i.e., subawards to subrecipients), irrespective
ofaward 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 (EpLs) maintained by the
General Services Administration (GSA), colleding a certification from the entity, or adding a clause or
condition to the covered transaction with that entity.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COMERIO
ScHEoutE OF FTNDTNGS AND quEsIoNED Cosrs (Co NUED)

FoR THE YEAR ENorDlu E30,2012

- SECTION III.. FEDERAI. AWAROS FINDINGS AND qUESTIONED COSTS (CONTINUED)

Finding No, 1-12 - Procurement and Suspension and Debarment {Continued)

E 1??t.

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

51



COMMONWEAI.TH OF PUERTO RICO

MUNICIPAI.ITY OF COMERiO

ExHtBn- |

CORRECTIVE ACTION PLAN

FOR YEAR ENDEOJUNE 30,2012
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