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IT{DEPENDEIIT AUDITORS' REPORT

To lhe Honorable lrayor and

illember of the ilunicipal Legislalure

irunlcipality of Fajardo, Puerto Rico

We have audited ttE accompanying fnancial stabmenb of he govemmenbl activities' eact maFr fund' and tle

aoqreqate remainins tund inlormation of ilunffiiiV 
"t 

i"i1i'ri 1'11". ClGo (ltunicipalitY)' as of and tu tte

;#i';; "il;;.; ii, idio, wnicrr mrrecir;-v[r-v cimpriJ municipatiys tasic fin4Eial shteflEnb 6 listed in

iiff Tfiil ;iilffi. -il;'hnr*irr .#;;il#;"-;;p"irsirriiity of uuniclpatittis manasement our

Llpiilil*l'ty i"ii"p*" an opinion on unse lasr ombined fndrcial statemenb b6ed on our audit'

we condrcted our audit in accodarEe wih audidng sbndads generdly acepbd in tp^unibd stabs ol fircdca

and tlrc standards applicable b nnu*iur 
"'ii['miuin"o- 

ii eon"hn-lt n'aing $ddards' rssued by fE

comotroller General of ttrc lJnited sut", ri'#ttJ"i* 
'"qui" 

t'a '"" plan aM perform he audit b obtain

;#ffiE;.;# ;,;"i,ir,]"t "ir" 
u"liit"#:J .atui,inr "" 

frei o!.nutenal missiatement. An audit

includes examining, on a bst basis, *'o"i* tt-pp"ttttg tti arnouns and 
-dmlosures, 

in he basic fimncial

sraternents. An audit aEo includes ,a**t'ng iht 
-;,;unt'ng 

principles used aM signiicant eslimales mde by

management, 6 nell G evaluating the *#i;;;;;ffil 'sta#;nb pesentatd we believe $at our audit

prcvide a reasonable basis br our opinions'

ln our oDinion, Ule fnanciai slatements efurcd to above present faidy' in all matedat rcspecls' tE lesMive

linancial @sfion of the govemmentar rctivitesl-eafh "lti 
i"a' ita hi; 

'ssrcs:te :em3rnins 
tund-infoJmatiolt of

Erc ilunicipality, as of June go, zoro, and u; Li;;;;"in'a"i in tn"t"i"tptition trcreol tor tE fscalveartten

"io* 
i" .JrLtii,tv 

",t'. 
,ccounung principtes generally ecepled in fle united states ol tumdca

ln accodance wih Gove nnent Audllkg Stdf,ards, we have atso issued.our lepoi dated F-ebruary 23' 20'11 on our

consideBton of fie ltunicipatrys intemar i-nioi o*' tnt*ia 
"po'rirlg 

*d on our test of ib corndiame witr

certain provEions of taws, ,"Srr"ljon , onr,;, a-; gtant a""nenit and ot'er matbs lhe puPose of [Et leport

is to describe re scope ot our testng or mr iiconiroi oGr mamid reprting and compliance and tE rcsults ot

itil;ffi:#..t il ft;d. 
"n 

o'p'ni'ot on'-tliinitnii*ntoi o'ut dn**iit 
"po 

iIE or on omdiance That

remd is an integral palt ot * ,,0,t p"no'tii'itJJ** *ti oo*"srrt Audiliqg S1a"dads and should be

considered in assessing lhe results of our audit

The Managements Discussion and Analysis and budgetary comparison inlomaiiofl on pag€s 4 tltough 16' and 16

and 47 are not la rEquired part ot u]e o^r tnr*iir #mmens uut are supphmentaty inlornathn rcquitEd by

accountins principles s"*."trv *opt"d 
'i"n 't#' ffi;-d;Iei oi e'"titi' w" haG aoplied cenain limited

orocedurcs, whbh consisted principaly 
"t 

il,qriiir iiii.rgi;;nt 
"giding 

tr" rretlods of nrculerneat and

il;ffi;; ;;;;n-;i"o ti,ppr"*'it"v inio-tton Houreier' we diri not audit tre infomation ad exprcss no

opinion on it.

NINON( s( (.^/r.!ravof aa(4,rN4

r.nnf !f rr.'ta,rclrr. !i c'drrd#ffilfi,tlbflgiH

E Elrdhdr,ltct P* R"'r P"sd siu 1963



@
II{DEPEi'IDENT AUDITORS' REPORT

P.{,e2

Our audit was corducted for fie puDose of forming opinbns on fie fnancial stalemenb tlat cnllectively comprise

the Municipatity's basc fnanciai statemenb. The accompanying Schedule of Expeflditups_of Federal Awards is

presented f;r p;moses ol additional analFis as requircd by U S. Offce of Management and Eudget Circular A133,

ird;rs of $ates, iocat e ovonnents, A Non-Proiit Organizati,,s, aM is not a Equired part of f€ basic fnancial

slatemens. Suclr inormalrn has been subjecbd to the ;uditing pmcedurcs applied in he audit ofthe basic fnancial

statements and, in our opinion, is fairiy stabd, in all materisl rBspects, in |Elation to tle basic financial sHements

taken 6 a r{t|ole.

l\

IPA lht4'nriltn4, PsL
CPA DIM.MARIfNEZ. PSC

Certifed Public Account"nb & Consultants

License Number 1 2, expiEs on December 1 , 201 3

Caguas, Puedo Rjco

February 23, 201 1

a566sa5
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CO IOTIWEALTH OF PUERTO RICO

iluilrcrPAltrY oF FarARDo, PUERTo Rlco

IIA}{AGEIiIENT DISCUSSION AT{O ANATYSIS

FORflE FtsCATYEAR EXDEO JU E 30,2O1l)

The foltowino discussion and analFis of the Municipatity of Faiardo s fnancial lertormance prcvides an overview of

the l\,lunicip;lity's fnanciar acrivites ror tne rrscli /ir ltii m" io"ioio ilease read it in coniunction with the

fnancial statements which follow this section'

FINANCIAL HIGHLIGHTS

HlghlighEforGovemment'wide Financial Slataments

Theoovemment.widefnancialstatementsrcpoltinfomatjonabouttheMunicipality6aMdeusingheeconomic
,"*'l*i *rsur"r"nt to"us and ac,rual basis of accountirp:

. The asseb of $e Municipality, on a govemment'wile b6is' exceeded its liabililies at $e close of fscal year- 
iijio-ivi'izo ooo.loi 

"iJidos 
bvitta 33e,g27 6 nstau (net asseb) - - -."

. Revenues increased b,, $z,ssg,azo ts si;-6dlxpensa OecreaseO $S'226 718 (6 1%) in c'!mparison witr

vear 2009.
. ill'JJJ.i" t *, r.""o amounted to $6,336'538' an increase of 61% with respect b plior vear (2009) net

change.

Highlights for Fund Financlal Statements

The fund fnancjal statemeflts provide detailed infomation about the Municipality's most significant funds using the

ffi;i ;.#;ru;;s meJsurement tocus ano modifed accrual basis of accounting:

. At tl|e close ot t|e current fiscal year, tlrc Municipality's go\,emmental fuds.tepolted.mmbined ending fund- 
ufan."t oi tsl,ng f S0. an incrcase of $3 428'413 in comparison wih the pnor year'

. The General Fund Eported an exc€ss ol revenues oYer expenditurts of $3'298'&55.and Transfer to other

Funds ttre amount of $2,276,?3'z Ad' iiii;i;;;-;"f"' io xlt s"'u runa to o*r he principal

and interests of opeEting bonds' ditJ'i]ii"i 
"i''rto 'nrcseNed 

tund balance of $13'067'716' an

increase of $883,805 ftom Prior YeaI

GeneHl Financial Highlights

.Theinvestnentinnetcapihlassets6ofJune30,20lowas$[2'857,737(netofrElateddebt)'

. Long-Term General Obligations decEased to $1'004'000 in compalison wih pdor year balance' due to the

principal Payment.

. O$er long-tenn debts incrcases and net redwtions fiom paymenb amounbd to $401'581 and $1'138'513'

respectjvely.

. On a budgetary basis, actual rcvenues exceeded actual expenditurEs by $15'304'693 net of $2'414'850- ;;;il;t&;;l tu;o u t"ttte expeno-tr-res-ttanit"o ot.ri m ot'"' tt'not 
"nd 

debt seryice tund)'

. Revenues decrease ($2'000,736) was mainly due to- a reduclion on interest E/enue and inteoovemmenbl

ir".r".-eip".oit *n *rc bss ttran estjmated by $4' 114'443'



COMI,IONWEALTH 0F PUERTO RICO

TIU}{ICIPALIIY OF FAIARDO, PUERTO RICO

MANAGEIIENT DISCUSSION AND ANALYSIS

FORTHE FISCAL YEAR EilDED JUNE 30,2OIl)

OVERVIEW OF THE FINANCIAL STATEiIENTS

The Municipality's basic financial statements comprise fiIee conponents: (1) management discussion and analysis

tpr"r"ntro her,jt, tZt Urtic fnancial statements, and (3)required supplemenEry information'

Governmena-wide
Financial

Stutements

COMPONENTS OF
THE FINANCIAL

STATEMENTS

Managemena
Discussion.rnd

Analysis

Basic Finoncial
Statcments

Required
Supplementary

lnformation

Notesl'o ahe
Finahcial

Stetements

-__-_l

The Municioalitv's basic inancial statements consist of two kinds of statements, each with a diflelent view of $e

iir"i.rJr'riir't iii611pi rr,e govemment'wide fnancial statements provide both long'term and short{erm information

.i"ri't 
"''urrriip.ritvt 

ovira1 fnancial status. The fund inancial statements focus on major aspecls of te
il-unl.ip.iitvi op"i"rioi,t, teporting hose operations in more detail than lhe govemmeni'wide sEtements:

Basic Financial Statements

. Govemnent Wde Financial Sbtenenfs

Thegovemment.widestatementslepo(informalionaboutt]eMunicipalityasawl]oleusingaccounting
,"t iat tiril to t ot" ,sed by private-sector businesses They are prepared using the flow of economic

reiources measurement focus and he accrual basis of accounting. The frst govemment-wide sbhment -
ttre staernent orla *sas - presents inbrmation on allofthe Municipality's assets and liabilities, with the

oir"i"nr" u"t** t. t o reported as net assets. o/er time, increases or decreases in be Municipality's

net-#et are an inOicator of whetler ib financial health is improving or deterioraling. Oher non-fnancial

tacfors iucn as m conaifion of he Municipality's roads and o$e1 inlrastructure may need to be considered

;-;;;; t 
" 

ovelall healb of the Municipaiity' The second stalemenl - he slatement of tclryiios -
oiesents information showing how fie net assets changed during the year. All of the current yeals revenues

!nJ.ip"nr., .," t t.n int; account in the statement of aclivities regardless of when cash is received or

paid.

The oovemment-wide statements reports as govemmental activities the Municipality's basic services such

as piOfic safety, puffic works, health and sanitation, culture and recrealion, solid waste disposal' human

i.,ii..r arO ri,jf.", 61A community development education and general administration. These aclivites

.ir-p,irriiry nn.nt",i t rough property taxes, other local taxes and intergovemmental revenues lncluded in

tre govemmental activities ale the governmental funds'

Fund Stqtements



COIiIMONWEALTH OF PUERTO RICO

MuilrclPArrY oF FaJARDo, PuERro Bco
iIAMGEI{EI{T DISCUSSIOI{ AND AI{ALYSIS

FOR NIE FECAL YEAfl EXD@ JUIIE 30' 2()I (}

. Fund Fil,anctal Statqnents

The fund fnancial shtemenb provide more dehibd information about lhe Municipality's most signmcant

tunds. Funds are accounting o.ric* thait 
"'i;;i.ipatity 

uses ro reep tracr of specific sources of tunding

;ffip"ffi; f.; ;;db, "pu,po,"t sorn"-r"nJt 
're 

reiuired by Feoeral and commonrvealh rcgulations'

as well bY bond covenants.

The [,lunicipality's basic services are included in govemmenh]. tunds'. whigh ry-ly to accourt for

essentiallv the same tunctions,"pon* tt-go-vemfr"nel activities in tle goveflnej'wide statemenb

ffi;i'ilrdii*"iln;ffi#;i-ii" ,Li,r""-.sl re sovemmentat tunds are prepaed usins the fow of

curent fnancial csoulces ,t.tu'"rn"niio*-t 
"na 

ini modmed accrual basis of accounting Under tlis

ilil; ili;;;it-ft*ns ro"" on n""i+* inio"rn ano ou ou's ot exemal rcsounes' as well on

balances of expendable re*r*, 
"r.ralt" 

,iy"a, .nd. consequ€ntly, $e govemmenbl fund statements

omvide a dehiled short-ter. vie* trar ni'rd i#Jaoer oetermi'd v*eiie' tr6'e are more or fewer financial

Hfi;-t#;;; ;pem in te 
"eii 

irture to finince he Municipalit/s programs. Because fiis

information does not en@mpass t" ,oa,t""ir bng-term focus of tle govemmenl-wide shtemenb,

additional information is prcvided on "-;;G;i;G 
that explains the relatirxship (or difiererrces)

b€tween the govemmenlwide and fund statemenb

Thegovemmentalfundsbtementstocusonmaiorfunds'TheMunicipality'smaFl,fundsarethegeneral
firnd twhich accounb tor g," ,.,n op"r"tiig #rities oilre ruuniopdrityl'and tunds $at compl6s wi$ a

ffiilffi,#no,i6;;t"i" iiu't t*itii]iiii 'e*n'"t 
o"ip"ndit'"es) Funds trat do not complv

;,ft;;;;;id;;; # s.,pi ano preseniJ in a sinsle column as olirer govemmental tunds'

. lloles to fie Hnancia, Sbtsflerb

Provides integBl information needed to explain ttle b6is for he numbers used witin he Basic Financial

Statements and provide rnorc detailed data'

Required Supplementary lnformation

Providesadditionalinformationtob€tterundeBtand$efnancialpositionoftheMunicipalityandcontainshe
Budgetary Compalison Schedule fol be General Fund'

6



COM OIIWEALTH OF PUERTO RICO

UilICIPALITY OF FAIARDO, PUERTO RICO

lilANAGElilENT DISCUSSION AND ANALYSIS

FOR IHE FISCA! YEAR EilDED JUXE 30, 2{,10

FII{ANCIAI- AIIALYSIS OF THE TIUNICIPALITY AS A WHOLE

Net Assets

The followirE bble presenb a summary of the

Stabmenb ol Net Assets as ol June 30, 2010

and 2009:

Net asseb (assets over liabilities) may serve

over time 6 a useful indicator ol a

govemment's fnancial position Net asseb lor

the year increased 61 .4% with respect to pnor

year as lestated.

The tamest Dortion of the Municipality's net

asseb ;i;b its investnent in capibl as-sets

(e.0.. land, buildings, equipment, and

inl *ructure) fol $82,857'737i total capital

assets ($1il,SS0,793) less accumulated

depreciation ($40,966'661) and less any

related outsEnding debt ($8 056,395) used to

acouire hose assets. The Municipality uses

these assets to prcvide seNices to its citizens

and consequenty, these asseb arc not

ayailable for tuture spending The resources

needed to lepay $e debt lelated to these

caoital asseb must be prov red from other

sources, because capital ass€b are not

generally liquidated for the purpose of retiring

debt.

Restricted net assets rcpresent csources that ae subiect to extemal leslrictions on how they may be used

llnresticted net asseb a," tt" part ot t" n"i"iis tliican be usea to nnance day'May operatons without

illoJ.t i.t ]irsr,J It debt mvenans enabling legislation or other legalrcquircnenb'

As of June 30, 2010 the lrunicipality prcsented unEstricted net assets of $1 6'752'525 Ths balanc€ was affecled by

lono-term obliqations such as compensated a;;n; $lp+o'lzl tno ottt"i otbb for he amount of $780'847 for

iliHil[ iil:ffi;ril,il ""ipii,ili 
r,.o,g iip;ii;;;roglb iirto'i.av, s,.h obrisa ions have been budseu

on a pay as you go basis wihout providirE funding for ttEll MUre Iquoarcn'

Table 1

Currcnl and Non-olrrentAsseb

CaptalAss8b

Totalt$ets

Currenl Liabimes

DeEred Revenues

Long'Tem Lhbillies

Total Liabillties

Codmnv€alth of PUG(o Rico

lrunicipality of Fajardo, Puerto Rico

StatedFnt of Nd k3et3
June30,

2010

$ 68,141,379

90,9'14,132

t59,055,511

1,245,243

6,899,843

24,244,024

20m

$ 61,895,984

88,338,302

150,234,286

1,610,212

4,610,761

25,674,386

3r,895,359

NetAsseb:

lnvelshEnt in Capihl AsseB, Net

ofRelaH Debt

Restitd
Unresti:bd

Totrl l{€,t As88ts

82,857,737

27,056,139

16.752,525

3126,666,O',1

79,880,503

24,U4,343

11,114,081

t 118,338,927

1



COiTMOMEALTH OF PUERTO RICO

iIUNICIPA ITY OF FAJARDO, PUERTO RICO

IIANAGEIIEI,IT DISCUSSIOT{ AND AiIALYSIS

FOR THE FTSCA! YEAR EIIOED JUXE 30, 1O1{)

Chang6 in ilEt Assets

The lollowing hble summadzes the charqes in net 6seb for ttE yoaB ended JurE 30' 2010 and 2009:

Table 2

Codmnvrealth of Pueio Rlco

[uniciPallty of Faiado, Pue[o Rico

Chenge in Net A$et3
Forth. Fiscal Yean Ending Jun' 30,

2010

Prcgram Revenues:

chanoesbr S€rvhes $

oper;ftE C{anh and confibulons 7 304,077

CapihlGranbandContbulons 2,395'225

12,U2,417

5,388,135

4,377,562'
1,811,044

2,236/01
1,089,98

37,444/N

'13,492,385

954,192

2,111A82

1,178,175

3,123,128

4,664,811

1,361,001

1,696,180

505,881

29,117,235

83n 471

$-
7,068.748

11,049,268

5,795,746

4,058,312

1,198,075

3,762,075

1,952,665

34,884,889

14,656,605

1,061,0{2

3,592,499

1,574,975

2,746,306

3,895,751

1,809,423

2,822,267

734,485

2009

3Z893,153

1,990,936

116,347,991

I I18,3i)8,927

General Revenues:

Prcper9 Taxes

Voluip of Business Taxes

Sales and ljsag€ Taxes

Consludon Taxes

lnbrgovernfiEnbl

Oher General Revenues

Total Rev.nues

Erp6nle3:

General Addnualion
Pubh SabV

Pubk librks
Culue and Redeafon

Healh and Saniblon

Pubh In*udon
Hunlan SeNi.es and \lblbre

lj6an DevebplEnt

lnbredCo$

Total Erp€na6

Canges in l{et &l.ts
Net Asseb-Beghning, as reshbd 118,338,927

Ne{ Assds-Endlng !lr6M,l01

8



COIIMONmALTH 0F PUERTo RlCo

MUIIICIPALITY OF FAJARDO, PUERIO RICO

Figure I presents revenues comparison by sources of he governmental aclivities duing he past two years:

FIGURE 1

MANAGEMENT DISCUSSION AND ANALYSIS

FoR TN E FrscAL YEAR ENDEDJUNE 30,2010

ADDroximately 34% ol tre ltlunicipality's revenues €me lrom property taxes,200/0 flom grants and contributions,

vol,me ol buiiness Uxes i4% and 32% from ofier sources. The lllunicipality's expenses cover a ftmge ofservices.

The largest exp€nses are general adminisbalion wih 49%, education with 17010, public works wih 8o/0, and human

seNice; and welfare with 5%. Program revenues of the irunicipality covered 33o/o of total expenses'

with respect to prioryear, revenues increased by approximately $2.6 millions or 3.5%, principally due to the property

taxes ($'i.8 millions)and capitalgrants and contrjbutions ($2'4 millions)'

Commonweahh of Pu.rto Ri6
Munldp.litY ol F.l.rdo, PucnoRl@

Fi*d YearsEnded June 30,2010.nd 2009

lh Dolr&s)

R€v€nues by Source-Golern mental Activities

lirrol
1",.!rl



COMMONWEALTH OF PUERTO RICO

MuI{ICIPALfi OF FAJARDO, PUERTO RICO

MANAGEMENT DISCUSSION AND ANALYSIS

FoRTHE FrscaL YE R ENDED JUNE 30. 20i0

FIGURE 2 presents expenses by tunction of the governmental activitjes during the fiscalyear 2009-2010:

FIGURE 2

r
Commonwealth of Pu€to Ri@

Municipalityof Faiado, Pu€rto Rico

aiscalYear Ended lune30, 2010

lhDollalsl
E)@ens€s By Function

2)47Aa2,

! Human ssv(63nd welfare rlnteretr on Long-Tem oebt

rcultuEand Re(eations Gene 61 Admii Gtratioi

Expenses decreased 6.1010 or $3.7 million in compadson wih 2009 year, p ncipally in public wo*s and general

administration.

10



COM*TONWEALTH OF PUERTO RICO

MUilICIPALTY OF FAJAROO, PUERTO RICO

MAMGEMENT DISCUSSIOiI AND ANALYSIS

FoflrHE Flsc t YEAR EioEo JuxE 30, 2010

The following table focuses on lhe cost of each of the municipalitls laqest tunctions/pmgrams as well as each

fun"tionJpni",ti. na a*t (btal cost less lees generaled Uy ttrl prog-rams ano prografiF5pecific inte0ovemmental

aid):

Table 3

Function.rPrograrB

General Addni*aton
Public sa€V

Publb \4b*s
Culbre and Reaaeaion

Public lnSudon
Hu[En Services and ll$lbrc

Urban oev€lopiEnt
lnbre$on Long-Term Debt

He3lt and Sanilaton

Total

CorrDnredlh of Puerto Rlco

unicipality of Falado, Pue o Rico

tl€t Cost of lrunicipality'! Govemmntal A.tlvitie6

Forthe Fiscal Yeel! Ended June30,

Tot3l Co3t of Sedicea

20r0

NetCost of Se ices

20m

$ 13,492,385

954,192

2,141,482

1,178,175

4,664,811

1,361,001

1,696.180

505,881

3,123,128

$ 29,117,235

$ 14,656,605

1,061,642

3,592,499

1,574,975

3,895,751

1,809,423

2,822,267

734,485

2,746306

$ 13,330.213

954,192

2,141A82

1,178,175

324,925

(281,338)

{1,858,726)
505,881

3,123,128

$ 13,29'!,519

1,061,642

3,592,49S

1,574,975

77,585

880,144

1,866,050

7g,485
2,746,306

t 19.1i?.933 I 25,825,205

Some of the cost of govemmental aclivities in 2010 \'/as paid by other govemmenb and orgarizations lhat

ir-orU2"o *,t"]i pr.firi wittr grans and contributions ($9,'699,30i). The $19,417 933 net cost of servic€s was

ffiiil"]t;;&-;t ottrer ge-neral ,"r"*"r-i,riraing prp"rty, votume of business license taxes, sales and

usage taxes and intergoYemmental.

FINANCIAL AMLYSIS OF THE liluNlClPALfi'S FUI{DS

Govemmental Funds

The focus of the lrunicipality's govemmental funds is to pmvide infomation on neal'term iniows' outfows and

o"lniii J"tirno 
"i,ritai]le-for 

spending. sutt intolm"tion is usetul in assessing the Municipality's fnancing

;;l;"il. ;;''t;ul,, ,nor"red tund u,tant" mav serue as a usetulmeaslre ol a l'unicipalitvb nel esources

;;;#i;-;i;;;;d ;i . rscal vear. Fot the iit"tivtli"noto June 30 2010' the sovemmenhl tunds reported

;ffiffiil;s fr;ffi"n* lr ss+.zzs.rao, . ;iinireise or $s,+a,lrs in comparison with he pdor year. This

rri""ri-ti, drt* pdmadly by a n"t .r'.ng; in he debl servic€ tund corcsponding to excess ol revenues

ii]biil+rffirrpi. oriirrf ri.uin* r11no r"il*"r, cripez,zre (23%) constitutes.unreserved tund balance of

fi#;;;i il;;;ffi; oiiuno i.rrn." it 
"s"*"0 

to indicab $at is not available lor new spendins'

The oeneral fund is the operating fund of $e Municipality Unreseryed fund balance of tle general fund Epresenb

ill ii,ii'lilri tg"i" ,iitiii 
"iiir"q 

;"r""r fri i.i.G 'ioi rre year enoed Lune 30. 2010, t|e tund barance of he

oi:Lrat tuno increaseo oy 5883 ltrousand when comparcd with $e pdor year'

t1



COMMONWEALTH OF PUERTO RICO

MUIICIPALITY OF FAJAROO, PUERTO RICO

MAMGEIIENT DISCUSSION AI{D A ALYSIS

FoR rlE Flscat Yua ExoED JuxE 30' 2010

Table 4

Property Tares

volurE ol B!*less Taxes

Licenses and Perdb
lnbrgovemIIEflbl

lnbresb

Miscelaneous

Tobl Revenues

Erpenditur€!:

$ 9,154,746

5,388,135

1,811,M4

2,243,867

244,373

822,708

19,664,873

8,988,496

850,357

1,368214

1,083,875

3,123,128

836,972

115,176

*"^
(2J14,850)

$ 8,565,223

5,795,746

1,198,075

4,158,158

1,418,182

530,225

21,665,609

9,588,746

993,361

2,715,206

1,395,680

1,781,277

861,164

27,587

181,035

17,94,056

GovemnEnt ol Pueio Rico

unicipality of Faiardo, Puerlo Rico

GoneralFund
Ar of Jun.30.

D$criptlon 2010 2009

C€neral Cavern[cni
tubk Sabty

Publc \ brk

Cultrre and Rearealion

Heali and Saniblon

HulEn Services and ltlblbre

Ulban Devebpfent

capibltu{ay

Tohl Expendlres

NetTranstr ln (0u0

otlel Financing Sources

NetlncGatoin Fund Balance

(306,381)

3 883.805 I 3,8ts,172

GEI,IEML FUND BUOGETARY HIGHLIGHTS

The general fund original budget for he fscal period 20092010 pesented a decrc?se of 5'8o/o with respect to pior

v"""irog;t. gudg;r 
"rp"niitrr", 

*ere amendea during tri year in accodance. wittl tunctiorc estimates

Nevertheless, non-budgeted transters to non-majoi-t nJ" *"-r" ,.ai to pr". a*nomies in apprcpdations to specifc

capital projecb of $2.3 million

A positive valiance of $38 million between final budqet and actual expendituEs w6 due mainly to additonal

revenue6 as exDlain in lhe preceorng paragapn and donomies in 5qme functions The Municipality reporbd mop

#;1fil4 ;#';;ffi,iffi;i;'il;;*tr;;i-on pavmens ror purchase or suppries' equipment' and

professional and nonplobssional seNices.
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COI'MONWEALTH OF PUERTO RICO

Mur{rcrpArrrY oF FaJARoo, PUERTo Rlco

MANAGEMENT DISCUSSION AND ANALYSIS

FoR THE Frsca! YEAR EIDED JUNE 30, ml0

FIGURE3

commonwealth of Puerto Rico

Munkipality of teiardq Puerto Rico

Flscal Years Ended iune 30,2010and 2009
(ln Dollars)

Budgetary ComParison

25p(x),m0

20rm,m0 -

15,00(),(pO -

10,0m,(tr0

5,000,0q) -

(s,000,0001 -

M2010

20(B
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COMMONMALTH OF PUERIO RICO

MUxIcIPAI-fi OF FAJARDO, PUERTO RICO

MANAGEIJIENT DISCUSSION AND AMLYSIS
FoR THE F6CAL YEAR EIiDED JUNE 30, 2O1O

CAPITAL ASSET ANO DEBT ADMINISTRATION

Gapital Assets

At the end offie liscalyear, he l\,lunicipality has invested $90,914,132 (net of accumulated depleciatjon) in a broad

range ofcapiblassets, including buildings, parks, roads, bridges, land and equipment. This amount represents a net

increase of$2.6 million oI over 2.8% fromhe p or year'

The l\runicipality invested a total of $4,461,849 in capibl assets during $e fscal year 2009-2010. Principal addilion

were as follows:

Table 5

CollfibnvEalth of Puedo Rico

l,lu n icipality of Faiado, Puedo Rico

CapitalAsseb, net

As of June 30,

Gov ernmental Adiv itie5

2010 2009

Non.Deprcciable As3ek:

Land

Ohers

Depr.ciable A36ds:

Buidings

lrfae*udrre
Mobr Vehiles

EquipiPnl

Toial

$ 42,123225

765,615

30,007,091

16,850,738

u9,740
517,724

39,853,453

765,615

29,283,313

17,406,106

151,323

878,492

$ 90,911,132 $ 88,338,302

. Land acquisition - $2,269,772

. Building and lmprovement - $1,471,856

. Acquisition of l,lotor Vehicles -$720,491

Olher projects related to repaf and maintenance of
roads (not capitalized) and facilities were developed

during $e year 2010.

FIGURE4

t Commonwealth of Pueno Ri@
Munidpality ol Fajardo, PuertoRi.o

Flsel Yeais End€d iun€ 30,2010and 2009

{rn oollars)
Components of Capita I Assets

At-*A.-a*€€
' 

q4o \ '"r" ";"".,.2



COMIiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF FAIARDo, PUER"Io RIco

Long-Term Debts

At yeaFeod, he Municipality had $20,417,000 in general bonds, a decrease of $1,004,000 mi ion. The fo owing is a
summary of he lt unicipality's outstanding debt as ofJune 30, 2010 and 2009:

MANAGEMENT DISCUSSION AND ANALYSIS
FoR THE FtscaL YEAR ENDED JUNE 30,20.10

Te ble 6
Commonwealth of Puerto Rico

irunicipality of Fajardo, Puerto Rico
Outstanding Long-Term Debts

AsorJune 30,

Govemmonlal Activities
2010

General Obligation Bonds $ 20,4'17.000 $ 2'1,421,000
Others Debts 3,827,A4 4,563,956

Total $ A,2A1,024 i 25,984,956

FIGURE 5

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality's selected afld appointed offcials considered many factors when setting the fscalyear 2009_2010
budget. One of hese factors is the economy. Among economic ateas consjdered are lhe populalion groMh
eslimates, personal income, housing statistics and unemployment rates. The i,lunicipality's unemployment rate now
sEnds at 18.5%, which compares with the Commonwealfi rate of 16.9%.

Commonweahh oI Puerto Rioo

Munkipality oI Faiardo, Puerto Rico

Eiscal Yeer Ended lune 30,2010

Outsta nding Long-Term Debts

r Gener.l
Obligadons

. Other Debts

15
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COMMONWEALTH OF PUERIO RICO

MU IGIPALIIY OF FAJARDO, PUERTO RICO

MANAGEXIENT DISCUSSION ANO AMLYSIS
FoR THE FrscaL YEAR ENoED JUNE 30, 201 0

The irunicipality applied a conseNative apprcach in development budget estimates. Amounts available for

approp ations in the General Fund for fie fiscalyeat 2010-2011are $21.7 million, approximately $2.2 million more

han tre liscalyear 2009-2010. The Municipality expects an increase in revenues for fie next year due to eslimated

income from State Govemmental Agencies and Public Corpolations. Budgeted expenditures are exFcted to

stabilize accordingly to the Eojected revenues. Among planned plojecb, this budget may be adjusted in accordance

with economic inieciion projected when the construction project promoted by the Municipality and olhers p vate
pro,ecb are developed during the yeal.

AMERICAN RECOVERYANDREINVESTMENTACT

The Municipality received fie lollowing fedelal awards ftom the American Recovery and Reinvestnent Act during

fscalyear 2009-2010:

CFDA

Number

14.253

14.257

93.708

93.709

20.507

Total Total

Conrruniv Developr€nt Bbck GrantEnltefiEnt Granb - Clusbr

HonElessness Prevenlion and Rapid Re-Housing Program

Head Sbrl Progmm - Clusbr

Early Head SbrtProgran - CI*r
FederaiTransn- Forrula Granb {Urbanized Area Forrnrh Prcgram)

Total

$259,681

534,666

414,248

w,672

$ 2,657,670

$205,703

44

155,280

137,282

162,172

$ 560,481

CONTACTING THE MUNICIPALITY'S FINANCIAL iIANAGEiIENT

This inancial repon is designed b provide oul citizens, taxpayers, and creditors wih a general overview of he
Irunicipality's fnances and to demonsfate the lt unicipality's accountability for he money it receives. lf you have

queslions about his report or need additional informaiion, contact the l.'lunicipality's Finance Department al (787)

863140010r P.0. Box 865, Fajardo, Puerto Rico 00738.
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Co xoxwE !]H oF tlrERTo Rlco

MUilICIPALITY OF FAJARDO' PUERTO RICO

SIATEIEI oF NEr AssErs

Ju[E30,2010

@VERN[IEI{TA
ACNUIES

ASSETS:

Cash and investrEnb

cash wih FiscalAgent

Receivables (ne0:

Prop€rv Taxes

Sales and Usage Taxes

Due from CnvemllEnbl unib
FsderalGanb

ToblCunenb Asseb

oetrred Charges

Capibl Assebl

Land, tfiprovelBnt and Constuclbn in Progress

Oller Capilal Asseb lNel ol oepre.ialonl

Tobl Capibl Assets

TOTA ASSETS

LIABILITIESI

Accounb Payable and Accrued Expenses

Accrued lnbrest
Due b GovemnEnblUnib
Debrr€d Revenues

Long-Tem Liabililies:

Due !!flhin Orle Year

Due in l\,lore han one Year

TOTA LIABILINES

EI ASSETS:

lnvesfEnt in Capibl As€eb, Net of Relabd Debt

Restictd br:
Head Sbrt Program

Capital Projs$
Debl SeNbe

Comrunity DevelopnBnt Proje6
OlEr PLirposes

Unresli*d

TOTA T{ETASSEIS

45,058,969

17,075,696

442,959

291,257

150,287

5,016,134

68,035,302

106,077

42,888,840

90,914,132

'I 50,055,51I

649,885

239,143

356,215

6,899,843

3,474,750

20,769,274

32,389,110

82,857,737

2,247,6U
3,583,281

13,233,657

1, 7,778
6,703,739

16,152,525

I *Src*

S€e aoompanynE Ncre6 b Bash Flnancial Slatemenls.
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Corf,orviE r-ft oF PUERTo Rrco

I,UilICIPALIIY oF FA,ARm, PUERTO RICO

STATEIGHT OF ACIMTIES

FoR THE FISCAT YEAR ENOED JUI{E 30. 2OI O

Govmm.t.l &1iviti6:

Mayor afid Municbal Leli*.tu.e

Humn seNEs and \l€l6re

hbr€slon Long-Tem Debt

Tolal @v.mmrtd Aciivitl6

(se ihn Prs.)

s 12,473121)
(r 0,856,792)

(954,192)

\2,141,4A2)
(1,178,175)
(3,123,1281

281,338
1,658,726
(324,926)
(505,881)

9,154,746

3,687,671
5,388,135
4,377,562
1,811,0,4t
2,236,701

241,373
845,175

27,745407

1,427,174

118,338,927

! _l!!!!!41

Epd.B

$ 2,473.421
11,018,964

9s4192
2,141482
'1,178,'175

3,123,128
1,361,001
1,696,180
4,664,811

505,881

-$
162,172

1,574,998
1,227,422
4,339 885

67,U;
2327,AW

29,117,235 ?.304017 23aa,225 (19,ai?,933)

PrA€ryTdes, levied br G€nsd PuDos€s

ProporvTdes, levk d br osbt sefri.e
Votun€ ol Baires Tass
Sabs and Usa€E T4€6

ToEl C€neral R€venles

GHAI|GES [{ titEr assEts

NelA*.b, As ResEd, Boginning ofYear

IIEI AS6ETS . ENOI I{G OF YEAE

S€e accompanynE Not6 l! Basic Finanoal SlaEmnB.
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COf oflYEATTH oF PUERIo FTco

Iiluilrcrpalry 0F FATARDo, PUERTo Rtco
BAIAXCE SHEET - GOVERX EilTALFUilDS

JuxE30,20r0

HCIDS NT SlfESAOUS'6E AiTS CEIIIER
IAES FUI{O FUNO

OII1ER IOT|[
DEATSERVICE @VERNXEI{Ii! @VERN ENTA

FUilO FUtioS

a4 bm @vdr@br uiir

LUA|!|IES A{O FUflD &T"IC€S:

co'meat .f Areib Rao

Iot r Lr.uId6 .nd Flnd B.r.n6

i 21,313,016 ! 209,106 !

-

a*,1
:

!_@

35621;

3,376,121 I 3353170 I -t
13,029,3,11

*1
17,075,696

!_:@ !-194E

t 272n9 I 
.

s,l4 753

t ,ns1170 I 13,472,300

.l

, *'i
, 

""r*,..

1,,t33,342

r,7i3,io

3,595,926

@

356,215

3,391,7,t.9

20,u7,n5
3,532,203

13,06-I,715

54,179,100

t_ry

7tortror 3,20,!3r

2,4l3,M

. .

x667673

.

t,ta€Ja3

1916,t657

14,t0,s3 773,351

t !4!q
12,1611367 11,739S13667,673 3,3s3,170

t 3,667,673 I 3r$,r70

See ac.orpanying Notes b Basic Fimnck Slalsnenb.
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CollxoxwEArTH oF fruERTo Rtco
MUIICIPALITY of FAJARDo, PUERTo Rrco

RECOilCILIAT|oI oF IHE GovERxf€mAT FUIIoS BATAICE sHEEr
To THE SrarExE{T oF NEr AssETs

JuxE30,20t0

Total Fund Bal.nces - Gov€mnr€nt Funds (page i 9)

Anount Eporbd for Go6mmenbl tctivlies jn he Sabment of Net t6s6b (page t 7)
ar€ difbrent becausel

Capibl,A6sels used in go\emm€ntat act\itios are notfnanciat resources and he€tore
a€ not rerorbd in he funds. tn lhe cun€nt peiod, h€se amounb arE:

Non Depr€ciabte Capitat A6se6

DepleciaHe Capitat r6seb
lnf'as[uct rB Asseb

lccumulabd Dep.eciaton

Tolrl Capital Assets

Oh6r Assets used in go\pmmenbl actirities are not fnancial r€sources and lherebB
ale noltepolbd in hetunds:

Detened ChaEes

Some of h€ fl unlclpalityl rElenues will be collected aner ye6r+nd but are not a\ait.bte
soon enough b pay tu he cunenl pedod's e4Enditures and heeforE are d.bmd in t)e tunds:

Comm unily Delelopm€nt Bock Grant Program

Head SaI Prcgram

Child Caro Food Progran

Chdstnas Bonus

Some liabililies are nol due and pay€blg in he curent pedod and h€rehre ale not reporEd
in t|efunds. Those liabililies consist of

Genetal Obligalion Bonds

Pop€iy Tax€s - Treasury D€partnenl
Law Number42, MRCC
LIMS.MRCC

Chdstnas Bonus

Claimsand Judgmenb

Compensated Absences

Tobl Long-T€rm Liabilites

Tot l l{dt Assetr ol Gov6mmentrt Acdvtt€s (F.ge 17)

s 42,888,840

52,8U,1

36,157,759

{40,966,661 )

1,186,625

2403,407

301,717

150,247

(19,348,000)

(6)

{209,569)
(169t71)
(300,574)

\101,227)
(3,046,177)

$ 54,779,180

90,914,132

106,077

4,042,036

(23,175,024)

i 126,666,401

See ac.ompanying No&s b Basic F nanciat Sirtemenls.
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Cof,Io[wEAIT[ oF PUERTo RIco

IiIUNICIPAIIIY OF FAJARDO, PUERTO RICO

STATE ENT oF REvExuEs, ExfEttDItuREs, al{D CHAI{GES

t[ FuflD BatarcE - GovERri E{TAL FuilDs

FoRIHE FIscAT YEAR EI{OED JUIIE 30. AlO

Basrler sarEs AxDUsrGE

-----1!L _- r!!L ---lsE!l!!l -----E!q- _____!c!9L

329,661

35,300,12

M4d ,n MuiirarLeabrr!

r 333135

,:

2r10,739

a**

,11

-t'3
- 3,520376

r20.,3rs

$,654a3 _ !q:43 ir20r76

rol.lEqsrdruG 16,!6cr13

E B orP€veB ovd (Uid64 ErpeidtuG 3,2936ts

orliER Frxrxcrf,G sorJRcES (usEs):

2,mR1
6515175

350,36r

iJa,2!r

3,1?3,14. .215,176
&36,92 

-
115,1m 3,618,'3

145,176 3!03,5r'

f0.36n (u$97)

rt 1,5t

505'331

3!'172'311

2,359,312 (2,636 5@ 3123,113

22t6.732 Zrlr350
- (2111,3501

__ 1?J]lia)
Toi.r ohr Fhrdtrg s6u6 .id us l2,1r4t5o)

FUidB.5E,,€Re.ltsdB&him

t10,!5r) l&,6e)

731,203 3,750,375

r 7!rs1 l {t6rl
13'646,053-u$i,

'La"

21
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CoxroilwEArTH of FrUERro Rrco

MUilICIPALTY oF FA,AROo, PUERTo RIco

REcorcru roil oF THE SrArExEt{T oF REVENUES, EXPEIDIIURES, aftD CHAxcEs

I[ FUID BALAilcE oF GovER IEIIIAT FUIiIN TO IIIE S.IATEIII{I Of ACTMTIES

FoR IHE FISCAT YEAR EilDEO JUIIE 30, 2OI (l

l{e4cnang. h Fund B.l.nc€6 - Govem r|ent Funds (P.ge 2'l ) $ 3r28,a13

Anounl reporbd for GoEmmenbl lctMtes in tle Sbbmentof,actl,ites (Page 18)

are differentbecausei

Golemmenblfunds rsport capilaloudays asependitures- Howerpr, in he Stabmenl of
Acli'ili€s tr6 cost of hos€ ass€b is allocated oler heir eslimaled usetul li\Es and rsporbd
as deprecialion epens€.ln he cunentperiod, hese amounls are:

CapilaloutaF $ 4361,849
Deprecialion Expense 0,886,019)

Ercess of Capibl Asseb o\er Depreciation Expens€ 2,575,830

Re\€nues in lhe Sbbment of,aclivilies haldo not pronde cunent fnancial resources are

reporbd as re\€nues in he tunds:

Comm unily oe€lopment Block Granl 414,368

Head Shrt Program 135,066

Child Caro Food Program 301,717

Chdshas Bonus 0,166) 843,985

Repafnenloflong-bm pdncipal is oeendiErc in ho gov€mmenlal funds, butissuing debt

rcduced Long-T€m Liabililies in hs Stabm ent of Net !6sets, ln he cunenlpeiod

Some exp€nses reporbd in he StabmentofAcliites do notrequire he use ofcunent
fnancial resouces and lherefore are not reporEd as expendiures in gol€mmentslfunds.

T hese activites consist of

Chrisfnas Bonus

Elond lssue Costs Anodzalion
Doc€ase in Compensatgd lbsences

ToEl Addilional Expenses

Chang. ln l{et A33.E of Gov.mment l Actlvllle3 (P.ge l8)

1,179,164

300,082

I 8,327,171

14,332

(16,116)

301,866

S€e accompanying Noles 10 Basic Fimndrl Sbl€Mb.
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COf,xo TIUEALTX oF PUERIo Rrco
lluilrcrpAlrry oF FalARDo, PUERTo Rtco

},IoTEs To THE BAsrc F AxcIAL SIATEIIEITS
FoR THE FTSCAT YEAR EIO€D JUXE 30, 201 0

FINANCIAL REPORTII{G ENTITY

A. OEanizatlon

Tle Municipality of Fajado, Pue(o Rico (iiunicipality) was founded in he year 1775, and operates as a govemmenlat unil of lhe
Commonwealh of Puerto Rico, undea he Law Number 81 of August 30, 1991, known as .Autonomy lrunicipalities Law of he
Commonvleallh of Puerlo Rico'. the govemmental system of he t unicipality is composed ol lhe exeqilive and legislalive bodies. The
Mayor is he Chief Exedtive Offcer and is elected every four yeds in he general eleclions of he Corhmonuealh of Puerto Rico. The
legislalive body consists of 14 Legislato6 also elected in he general eleclions of Puedo Rico for a four,year period.

Tle Muricipality pmvides services sucjh as: healh, public works, sanitation, aids and seNices to low-income and eldody citjzens,
public safely, housing and udan development, orlfurc and rcc{ealion, planning, zoning and o$er general and administat!€ services.
As a govommenl enlity, the Munlcipality is exempt from botl federal and slale laxes.

B. Ropoding Entity

A rcporling enlity is compds€d of {1) he pdmary govemmenl, (2) component unit organizalions for wltidt he primary govemment is
financiat accountable (blended component unib), and (3) oher o0anizalions for $iich he nafure and significance of lheir relalionship
wih he primary govemmenl is slch lhal exdusion would cause tie reporling entity's financial slatements to be misleading or
in@mplete, and lhey are financially accounlable to he primary govemmenl (disdete component unils). The primary govemment
coisists of all funds, departnenls, boads and agencies hat arc not legally s€parate from he ttturiclpallty and lor which he
Municipality is fnancial accountable.

The accompanying basic financial shtemenls include all departnenls and organizalions unils whose funds are under lhe olstody and
control of lhe Municipality. ln evalualing tie unicipality as a rcporling entity, manag€ment has addressed all $e potental
component unils. Sec-tion 2600 of tle GASB Codification ol GotrcnnEnld Accounting and Fkancial Repoiing Slanda/ds requires he
indusion of organizatons thal raise and hold funds br tie direcl benenl of the pdmary govemment.

S€cton 2100 of he GASB Codificalion describes tre criteria for determining whidt organizalions, tunclions, and activilies should be
considered part of he l{uniclpality for financial repoding purpos€s. I}e primary diteda indude appointing a voling majority of an
organizalion's goveming body, and tre liunicipallty's ability to impose its will on bat orcanizalion or he potenlial for he organization
lo provide specifc fnancial benefls to, or impose specfic financial burdens on, he Municipality.

Therc are two mohods of pres€ntalion of lhe componenl unit in he financial statemenls: blending - tle financial data of lhe component
units balances and lransactons in a mann€r similar to lhe pres€nhlion of he ltlunicipality's balance; and disarete - presentalion of
he component units fnancialdala in column separate fom he t unicipality's balances and bansaclions.

The relalive importance of each criterion must be evalualed in lighl o{ specifrc cirolmstances in order lo delefinine whidt corhponents
unib are to be included as parl of lhe reporling enlity. our sp€cific evaluations of he (,ite a applicable to he itunicipality indicale no
organizatons meet he crileria to be induded as component units. Accordingly, hese basic fnancial stalements presenl only lhe
l{unicipallty as he reporting enlity.

These fnancial slabmenis presenl he respective financial posilion of lie govemmental activities, eaat major fund, and he aggregate
rcmaining tund infomalion ol be Municipality, as ofJune 30, 2010, and he respecl,ve danges in fnan.jal posilion, where appticabie,
tEreof for he fscal year hen ended.

SUI'iIARY OF SIGNIFICANT ACCOUNTIT{G POLICIES

A. Financial S-tetement ftqsentation

The basic fnancial shlements of he t unicipality have been prepared in confomity wih accounting principles generally accepled in
he Uniled Stated of Amedca as applicable lo local govemmental unils {USGAAP). TXe basic financial slatements include bott
govemmenbdde (based on he ilunicipality as a whole) and fund fnancial statemenb, which prolide a morc delailed level of financial
infomalion. Boh lhe govemment-wide and fund financiai stalemenL (wihin the basic financial shtements) catego ze prihary activities
as govemmenhl type.
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2. SUMIARY OF SlGNlFlCAtlT ACCoUNTING POLICIES {conrnurion)

Ihe financial infomalion of he ituniclpality is pres€nted in t s repod as futows:

ll8 agarrr6r,t! Discrrsgr'or, and Anery9A

Managemenfs discussion and analysis is required supplementary informalion hat inhoduces he basic fnancial stalemenls and
providos an analylic€l overview of lhe unicipality's financial actvilies.

Got.'fin t-wid. Financial St'{!rr.rb (GlfS)

Tte GWFS (he Slrlomorl of Net,4ssets and he Slalerrert of Ac.lMbs) report information of all he aclivilies of tre t unicipality. For
he most part he efiect of interfund aclivity has been removed iom lhese fnancial stalements. Govemmenlal aclivilies, which nornally
are suppoded by taxes and inbrgo!,emmental revenues, are reporled separately fiom business-type aclililies, ydlich rcly, to a
signific€nl exlenl, on fees and darges for supporl.

Tle fo@s of the Slaten erl of liel Assots is designed lo be similar lo bottom line results for he Uunicipality's govemmenlal acljvities
and business type activilies- This stalement combines and consolidates govemmenlal fund's qtnent fnancial resources (shortlern
spendable resources) wih c€pihlassels and long-te n obligalions. Tle Stalba,ent of lrel, ssets prqsenb he reporting entities'assels
and liabilities, wi$ he difference reporled as nel assets. Net assels are restricled when constrainls are placed on lhem that are
imposed by extemal pa ies or by laws or regulations. Designalions solely imposed by he tturicipality's management are not
pres€nted as reslricbd net assets. ]^hen boh restrictei and unresticted rcsour@s are avaibble for us€, he llunicipality's policy is to
use $e reslficted resources first.

-lle 
Sta{erte I ofActiv,{les demonshabs fle degre€ lo which lhe dirccl expenses of a given funclion or s€gment is ofhet by program

rcvenues. Ditec, o{p6rses ale those hat are cleady identifiable wih a specific funclion or s€gment ln addition, to he e(ent hat
indirect cosb are allocated to he vaious funclions, lhe proEam e&enses will inciude boh direct and indirect costs. Prqran
Reveruos indude charces to qisbmels ol applicants who purdlase, use, or directy beneft fiom goods, services, or privileges
povided by a given funclion or segment and granls and contribulions lhal are resticted to m€eling he operational or capital
rcquirements of a padicular funclion or segment Ta€s and oher items propedy exduded fiom program aevenues are reporled inslead
as geroral reverues,

Covemfi$bl F/,,'l,dB Financial Shtdnents (oFFS)

The GFFS lhe Baiance sfieel, and he Stalenterl ofRevenues, Ex@ndilures and c,hanges ill Fund 8alan6el provide infomalion aboul
he l,tunicipall,ty's tunds. Tle emphasis ol tund fnancial slatemenb is on major govemmental tunds, each displayed in a separale
column. Non-majorfunds are summaized into a single colulnn.

Tmdilional users of govemmental financial shtemenls \[ill find he Fund Financial Stalemenls presentalion more familiar. The fools is
on major funds, ralher lian lhe previous financjal model's fund types. This is lhe manner in whidl tiese funds arc nomally budgeied.
This presentation de€med most appropiate to (1) demonshale legal and covenanl compliance, (2) demonshate he source and use of
liqukl resources, and (3) demonsbate how he lrunicipality's actualexperience confoms to tle budgeted fscal plan.

Snce tle GFFS are presenied in different measuremenl fods and basis of accounling han he GWFS, reconcilialion is prcsented and
separale e&lanation for eaci differences.

The Municlpallty reporls ils fnancial posilion (Bal6nce Sheet) and rqsults of opemlions (Slatement of Revenues, Ep€nditures and
Changes in Fund Balance) in funds, which arc considered separale accounting entlies. The opeEtbns of each fund are accounted for
wilhin a set of self-balancing accounts. Flnd accounling segrogates funds according to tEir intended purpose and is used to aid
management in demonstaling compliance wih legal, financial, and conhacfual prlvisions.

lYoler io ft. Basic Firarcie, S''trm.nb

'fhe notes to he fnancial stalements provide infomalion hat is essential to a useis tull understanding of he data pmlided in he basis
fnancial slatements.
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2. SUMiIARY OF SIGNIFICANT ACCoUXTING POLICIES (coniinurtion)

Raqukod SuP4leno,,t y lnfomalio,t

The basic fin6ncial slatemenls are followed by a section of required supplementary infoamation. This seclion includea a Budgelary
C.bnpaisdl Schedub - Gene@l Furd which indudes reconcilialion belween he stafutory fund balance for budgetary purposes and

lhe fund baiance for lhe General Fund as presenled in he GFFS.

B. Measurement Focus and Basis of Accounting

Govemn@t-wide Financial *Enenb

Tl1e GIIFS are reported using tre ocororr,c r€soulles measuelEnl focus atd te accrual bdsh of {roun hg. &biect to t'e
additional rules and limihtjons dehiled below, revenue (inciuding interest on deposits and investnents) is generally re.orded Men
eamed and expenses are recorded when a liability is incufled, regardless of he liming of relaled cash flons. Granls and similar ilems

are recognized as revenue as soon as all eligibility requirements imposed by he provider have been mel.

All revenues, e&enses, gains, Iosses, esets and liabilities resulting from exchange and exchanges-like lransactions arc generally

recorded when he exdrange lakes place. ln exchange lransac'lions, eadr party lo he fansaction receives and gives up essentially

equal values. An exdlangelike tansaclron is one in whic}l there is an identifable exdlange and lhe values excianged, hough rclated,

may nol be quib equal. The accompanying GWFS include exchangelike t ansactons such as license fues, fnes, penalties, fodeifurcs,
permits, charges for services, and most misaellaneous tevenues, whidr are recorded as tevenues yvhen mllecbd because hey are
generally not measuEble until actually received

I)e ltunicipality groups its non+xdrange transaclions into he folloyJing four dasses in lhe basic fnancial slatemenls:

Deived Tax Rewues - in his reverue, whidr resull iom assessments hal he unlclpality places on exdlange

bansaclions, receivables and revenues are recorded when the undedying exchange has occurcd.

lntposed I'lonaxchfige Reve,ues - in his revenue (such as poperly taxes and volume of blsiness taxes), which result from

asses$nenis made by he Municipality on non{ovemmental enlilies, induding indivkjuals, oher lhan assessments on

exdange lransacl,ons, rcceivables are generally recorded in tle period when an enfurceable legal daim has aris€n. Property

taxes and volume of business taes arc rc{ognized as revenues (net of amounis considercd not colleclible) in he fscal year

when resources are required to be used or he firsl fscal year hal lhe use of he rcsources is permined.

Gownntenl Madded Non€xciange rarsactions - in his re',ienue (sudr as intergovemmental grants and contibutions),

receivables and revenues are generally recorded when all eligibility requkements imposed by he povider have been met. For

pad of he grants, he Municipality musl expend resources on lhe specfic purpose or projec{ before he provider reimburses

any amounts. Thereforc, rcvenue is generatly recognizgd as qualifying rcimbuFable expendilres arc indlred.

Voh.nlary Non-exchango Tnnsacliors - in lhi6 revenue (such as donalions and certain grants and enlitements) receivables

and revenu€s are gBnerally accounted for in he same manner as govemment mandated non€xchange bansactons

discussed above,

Evenb lhal are neiher exdrange nor non.€xdrange fansaclions are re{orded when il is probable hat a loss has been incutred and he
amounl of loss is reasonably eslimable.

Receipts on any type of revenue sources collected in advance for use in tle lollowing fiscal year are recorded as defered revenues.

eovfi fi enbl F un & F ln Mcie, Shtorrertj

The GFFS are r6ported using lhe curent financid tosr,uces neasurerDenl focus and lhe n0difrd $ctual basis of $aaLnling.
Revenues are re@gnized a6 soon as hey are boh measurabl€ and available. Revenues are consid€red to be ava,'Iabre when lhey are

colleclible wihin lhe ornent period or smn enough hercafler to pay liabiliiies of he cunont period- For lhese puryoses, lhe
t{unlclpality considers revenues b be available it tiey are collected wihin sixty (60) days afler 6e end of lhe drrent fscal period.

Significant revenues subject to ac{flral indude federal granb and sales and usage taxes. Revenues lhat he Municipality eams by
incuring obligalions are rccognized in he same period as wien he obligatons are recognized. AtJune 30, 2010, allrevenues sources

met his availabilily diterion.

NOTES IO THE BASIC FI}IAI{CIAL SIATE EI{IS

FOR THE FISCAT YEAR EI{DED JUiE 30, 2()I O
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2. SUIIMARY OF SIGi{IFICANT ACcOUt{flNG pOLtCtES (conunodion)

Propedy taxes, volume ol business taxes, licerses and pemils, and inleresl associabd wih he olrent fiscal pedod are all considered
t0 be susceplible to accrual and so have been recognized as revenues of he cunent fisaal period. All olier revenue items are
cofisidered to be measuEble and available only when cash is received by he Municlpallty.

ln applying he 'susceplible to accrual' concept to inlergovemhental revenues (federal granb) pursuanl lo Seclion N50 of he GASB
codjficalion A/onorcrarge rrarsactiors, (he t unicipality may act as eiher provjdeior dpient), he provider shoutd recognize
liabililies and expenses and sle recipient Should recognize receivables and revenue when ihe applicable eligibility require;enb
including lime requkemenls, aae mel. Resources tansmilted before he eligibility rcquirements are mel should, under mosl
cirqrmslan@s, be reporbd as advances by he provider and defened revenue by he recipienl.

There are essenlially two types of rcvenue. For he majority of grants, moneys musl be oxpended by he fi{unicipality oi the specmc
purpose or projecl before any amounts wjll be reimbuEed. Relenue is, hercfore, recognized as e4)endifurcs are inqlned to he exlenl
available. For tie olher revenue, moneys arc virfually unresficted and arc generally revocabt€ only for failure lo comply wih prescribed
compliance requirements. llese resources are rcflecled as revenue al lhe time of receipt or eadier it he susceplible lo accrual criteria
is met

ln a manner similar lo GWFS, but subject lo and limited by he availability cdteda disdssed above, all revenues, oeenses, gains,
losses, assets and liabililies rcsulling fiom exchange, exchangelike transaclions are also generally recorded l^lien he exdlange takes
place vriile all rcvenues, expens€s, gains, losses and assets resultng Lom non€xchange fansactions are recorded $lten an
enforceable legalddm arises or whgn all elioibility rEuirements imposed by he prcvider have been mel, applicable.

The ilunlclpality generally accrues a goyemmental tund liability and expenditures (induding salades, prolessional services, supplies,
utjlilies, elc.) in he Pdod in wfiidr lhe govemment indrs he liability, lo he exlent hat hese liabililies are normally e&ected to be
liquidated in a tjmely manner and in full wih ornenl available financial resources. The accompanying batance sheel - govemmenlal
funds generally reffects only asels hat will not be conveded into cash to satisfy qlnent liabilities. Longlem assets and hose assets
lhat will nol be converted inlo cash io satsfy flnenl liabiljlies are genelally nol accounted for in he accompanying balance sheet -
govemmenhl funds. At lhe same time, long-term liabilities (generally, lho6e unmafurcd lhat will not require he use of qlnent fnancial
resources lo pay lhem) are not accounted for in lhe accompanying balance sheet - Oovemmental funds. Modificalions to he accrual
basis of accounling indude:

a. Principal and inlerest on bonds payable arc recorded when hey mafured (when paymenl is due), except for pdncipal and
interosl of bonds due on July 1, 2010, which are rccorded as govemmentaltund liabililies of June 30, 2010 vihici is he date
when resources were avaihbb in he debt seruice fund.

b. obligalions frotn compensaied absences and lhe estmaled liability for municjpal solid *asb landfill post{losure care co6ts
are recorded only when fDy matl.e (wien paynenl is due).

c. Certain accounls payable, intergovemmenhl payables and olher acfired liabililies not due and payable (unmaturcd) or not
nomally expected to be liquidaled in full and in a limely manner wili ava aue and e&€ndable financial resources, are
re@rded in he accompanying Sfatemorl ofllgt Assels Such liabilities are recorded in he govemmenlal funds when hgy
mafure.

d. Executory purdase orders a0d contacls arc rc'corded as a reservalion of fund balance in Ule GFFS.

The measurement foclrs of lhe GFFS is on decreas€s of nei financial rcsources (expendifures) ralher han expenses. I\106l

expenditfes are measurable and are rc@rded when he related govemmental fund liabilily is indrfied. Allocalion of co6ts, such as
depreaialion and amorlizalion, arc rccorded in the accompanying Slatened ot,4ctiyities, but arc not rccorded in he accompanying
GFFS,

The Municipality repoats tle following major goveinmenlal funds:

G€EI.llg!!!! - This is lhe general operating ,und of he llunlclp.llfy. ll is used to account lor all frnanoal re3ource6, except lhose requiGd lo
be accounl€d for in anotsfund.
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2. SU MARY OF SlcillFlCANt ACCOUIT|NG pOLtCtES (coinirudion)

Head S-tElt Fund _ This is d1e ftlnd used lo accounl lor all ren$dions ol the Head $an proglam. The obFdives to lhis prcgram are to provide
comprehensive health, educalional, 0utritboal, social and oher developmg)tal seruices frmarily to eocnomicaly{is;dv;nlaged prjschoot
ciildren and inlants and loddtels so lhat lhe .iildren wil aflain schooi le3diness.

Salea aM Ulaoe Taxe! Fund _ lhis fund is used lo accounl f$ dunulalion of aesourcls for, and ute payrnenl oI special pu,pose obligations.

Arb Canier Fund - This fund is us€d to accounl lor the conslrudion of an Ms Cenler.

oebl SoMce Fund - This is used to munl lor tD acumulation ol resources for, and the p4ment d long.lenn debl pdncipat efld interEsh.

The non_mai} funds are combined in a single column in Ule GGFS. As a general rule he efiecl of inlerfund aclivity has been eliminaled
fi,om he GWFS.

C. Slewardship, Compliance, and Accountability

&tdg.hry lnfoma{on

The lluDicipalivs annually adopb fle Budget Resolulion for all operaling tunds of lhe filunlcipality excepl for cerlain resticbd
accounb. Eudgetary conlrcl is legally maintained al he fund le',iel. TIe budget is preparcd using he modited acdual basis of
acaounting wilh encumbmnce included as budgetary basis expendifures. Unerpended appaopdalions al lhe end of he fiscal year
genelally lapse. However, lhey may be r+.appropdated for expendifures in he fullovring fisaal year.

Tle tlunlcipalily's Budget Resolulion provides lransfer aufDrity (1)to he Mayor and he Managemeni and Budget Director, wit n and
between departnents and tunds, as long as the total budget of he MuDicipality (net of inteftnd lransfels) is not increased; (2) to he
Management and Budg€t Dircctor to implement grant budgels as he grant applications are ac.epted by he ttunicipality; and (3) to
he Managemont and Budgel Director to amend (reapprop.iate) eadl new yeais brrdget, lo he exlent of oublrnding en@mbrances,
andor unexp€nded prcjecugranl approprialirns at year end. Municipality's Legislature aclion is requifed for (1) use of he budgeted
Legislature conlingency, and (2) he appoval of a supplemental approprialion(s). During lhe year, several supplemental appropiations
were neaessary.

For budg€bry purposes, endmbrance accounling is used. The enqJmbrances (i.e., p{rchase orders, conlracts) ale considered
expendifures when incured. For USGMP repofling pumoses, enc{mbrances outstanding at year€nd are repoated as res€walions of
fund balsnces and do not conslilute expendifures or liabililies because he commitnents will be honored dudno he subsequenl year. ln
addilion, under he bldgetary basis of accountng, rcvenues are recorded when cash is received.

The unencumbered balance of any appropialion al he end of the yeal will lapse at he end of sudr fiscal year. Ohq appropriations,
mainly c€pital poject approprialions, ale conlinuing accounts for wlridr he Municipal Legislafure has auhorized hat an uosp€nt
balance fiom he pfior year be caded foMad and made available for cwrent spending.

The ilunlclpaltty follows hese rc.edurcs, in a@rdance wih law, in order to eslablish tle budgetary dah cf,ected in he Budgetary
Compa son Sdledule - General Fund:

Wind Budget

1. Prk[ of May 15 of eaci fisaal year, he Mayor submits to he Municipal Legislalure a p.opo6ed budget for he fiscal year
commencing lhe following July 1 in addilion of a budget message.

2. Tle budget dodmenl is avaihbie for public jnsr€ction pdor to its approval by lhe Municipal Legislature.

3. The Commissioner of Municipal Afiai6 examines he budget to veriry if jt complied wih lhe law's shndads and sends it lo
he Mayor for any commenb or rcaommendalion bebre he limiled date establishes by he Law.

4. Pdor lo June 1 3, he annual budget is legally enacled hrough passage of lhe annual approprialion ordinance b be efiective
on July 1.
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2. SUM ARY OF SlGtllFlCAMT ACCOUIITING POLICIES (contnuauon)

Since he budgelary basis difiers from accounling pdncjples generally accepled in he Unibd Sbles of America (GMP), actual
amounb for lhe Goneral Fund in he accompanying Budgelary Compadson Schedule, is presented on tle budgetary basis to enhance
comParability.

Final &tdget

The final budgetary dala prosented jn he Budgehry Comparison Schedule - General Fund refects he irlowing cianges to he odginal
budgel:

1 . Certain annual apprcpriations are budgeted on a proiecl basis- If s!d1 proiecls are not completed al he end of he fscal year,
unexpended appropriations, jnduding endrmbercd funds, and une&€nded granl approprialims, de canied forward to he
following year. ln cerlain ciGrmslances, olher regular annual appropriatons may be canied forward afrer appropriale
approval. Annually apprcOiated tunds, not auhorized lo be carded foMard, lapse at he end of he fscal year. Appop.iations
canied forward from he pdor year a.e included in he final budgetary daia.

2. Apprcpriaiions may be adjusted du ng lhe year wih he approval of he Mayor and tle Municipat Lsgislature, e.g-
supplemental apptopdat ons. Addilionally, tle Mayor is aulhorized to make cerlain transfer of suDlus wit n he departnents.
Such adiustnents are reffecled in he final budgetary dah.

-Ihe 
Annual Appropdaton Ordinance adopts ho budgel al he characler level of erpenditure ttihin deparfnents. As

des.ribed abow, he Mayor is auhorized lo make cerlain hansfers of appopdalions wihin depafunenls. Accordingu, he
legal level of budgelary contol by he Munidpal Legislafure is he departnenl Levei.

The principal difierences between he budgetary and GMP bases are he following:

1. Encumbrances are rccorded as expendifures under he budgetary basis and as a reserye offund balances under GMP.

2. lnterfund tansaclions of he General Fund are nol included in he budgetary b6is.

3. Cerlain acdued liabililies and ohsr debb are nol induded in he budgetary basis.

4. Cedain rcvenues susceptible to acarual, i.e., boh measurabte and avaihble, are not induded in he budgetary dah.

The Speciai Revenue Fund has not been induded in he budgelary compadson b€ciuse balances are nol budgeted. Also he budget
prepa.ed for he FedeEl Financial Awads Prcgrams indu(hd in lhe Capihl Projects and Special Revenue Funds is based on a
paogram pedod xhich is nol necessadly he same fiscal year. Accordingly, its not p,aclical lo pres€nl an annual comparison of budget
for such programs.

D, Asse{s, Liabilili6, and Net Aseets

1) Cesh and hydtn$l and Cesh wlth Flscal Agent

Ihe Munlclpality's cash and inlestnent ale composed of demand deposils in commercial banlG, demand deposits in he
Govemmenlal Development Bank of Puedo Rico (oDB), and cash equivalents in commercial banks. The Municipality has
adopted he Sfalemort of Uribm lnvedn t Guiddines fot ho Municipalilies of the Gol4rrfrsrl of Puerto R/bo, issued by he
GDB as promulgated by Law No. 113 of Augusl 3, 1995. The Finance Direcb of he lrlunicip.lity, follow he guidelines, is
responsible for investing tle available resources in cert'ficales of deposit and oher shod-lerm investments. lnvestnents are made
Irom tle avaibbb combined fund6 of he Municipality and, accordingly, it is not practcal to disdose ceiificales of depocil and
o$er shorl-term investnenb individually by fund in tle combined financial stalements. lnleresl eamed on cedifcates of deposit
and intercsl bearing commercial bank accounts are recognized as revenue in he General Fund. Cash in he Special Revenue and
Capibl Proirct Funds are restricted; accordingly, rcsources available were not used fol pool invesfnenb.
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2. SUM ARY 0F SlGtllFlCAMT ACCOUNTING POLICIES Godnuarin)

Cash wih fiscal agenl in be oebt Seruice Fund represenls special additional property lax colleclions rehined by $e Govemmenl,
deposit in he GDB and resficled for he payment of he t{unicipality's debt se ice, as established by law. Cash wih fisc€l agent
in oher govemmenlal funds consisls of undisbursed proaeeds of cerlain bonds and notes issued for lhe acquisito0 and
conshrclion of maio. capital improveflenls, or granh whidr are mainhined in a cash dlstodian acclunl by he GDB. Thjs sinking
fund is maintained by he GDB, agency wtlidr acb as he insurer and payer of lhe Municipality's bonds and notes issued in
accordance with law

2) Rec.ivablo' and tunble.

Aclivily belween tunds hat are reprcsenhlive of lending/bonowing anangemenls oubtanding at he end of he fiscal year are
refunod b as eiher tue to,tom oher funds' (i-e., he ornent portion of inlerfund loans) or'advances to/hom oher funds' (i.e-, he
nonqrrent porlion of interfund loans). All oher ollstanding balances betvreen funds are reported as 'due tdfrom olher funds.'
Any residual balances outstanding befu€en he govemmenlal activjties and business-type actilities are reported in he
govemmentwide fnancial slatemenl as'inlerfund balances'.

Advance bet een funds, as reported in lhe fund financial slalemenb, if any, are offset by a fund balan@ reserve account in
applicable govemmenhl funds lo indicate lhat hey are not available for approprialion and are not expendable available fnancial
rssour@s.

Receivables consist of all revenues eamed bul not collected at June 30, 2010. These account receivables are shown net of
estimated allowances for uncolleclible accounb, which arc detemined upon past collecton erperience, historical fends, and
cunent economic condilions. lntergovemmenlal receivables in he general fund rcpres€nl mosty sales and usage taxes, federal
granl and conhibulions, property lax accounts hat are levied by Municipal Revenue Colleclion Center (MRCC), a govemmenlal

enlity cteated by he Govemment. lntergovemmenlal re{eivables in he oher govemmental funds rcprcsent amounts owed to he
lrunlclpality fd reimbursemenl of expendifures inqined pursuant to hderally funded gEnt and contibutons and slate
approp alions, and he amounl in fle debt s€rvice fund repres€nts he distribulion of property tax collecled which is resticted for
he debl service.

Accounb payable represenl amounls, induding salades and wages, o$ied for goods and s€rvic€s rgceived pdor to year+nd.

3) lnwnt!des

The ilunicipality u6ed he purchase mehod to accolnt for he purchases offce and pdnling supplies, gasoline, oil and olier
ependable supplies held for consumplion. This meliod records items as expenditures, in he appropdate tund, when hey are
acquired and, accordingly, tre invenlory is not recoded in he basic fnancial slatements.

1) D?f.efiedcharyes

Defened charges in he accompanying Slalernert of l/et Assets consisi of bond issuance cosls, nel of acormulated amottizalion.
Defened charges are amonized over lhe tem of lhe related debl using he straight line metDd. ln he GFFS, bond issuance costs

are recorded in lhe drrent period as expendifures, wheher or nol wihheld from he ac{ua! debt proceeds received.

5) Capital A8.eb

Capital assets, which include land, buildings and improvemenl, machinery and equipment, motor vehides, and inlrasbu6trre

asseb (e.9., roads, bridges, sidewalks, and sim ar ilems), a,e reported in he apdicable govemmenbl or businesstype actvilies
columns in he GWFS. Capital assets, oher tlan infrastucfure asseb, are defined by he govemmenl as assets wih an inital,
individual cost of more han $500 (amounl not rounded) and an estmaled useful life in excess of lwo years. For imprcvemenls

olher han buildings, he c€pital outlay musl be greater han $10,000, extend he eslimaled useful life for len years, and be grealer

han 10% of he original co6t of the assel. The [unicipality reporh infrashuctrrc assets on a neh^/o* and subsystem basis-
y'€cordingly, he amounls spent for tle consfucton ol acquisilion of inftasfuctre ass€ts are capilalized and reported in he
govemmentwide financial slatemenls regardless of heir amounl.

ln he case of he initial capilalization of general infraslructure ass€ts (i.e., hose rcporbd by govemmental aclivilies) he
govemmenl ciose lo indud€ all such ilems regardless of lheh acquisillon dale or amounl.
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The Municipality was able to eslimate he hislodcal cosl lor he inilial reporling of hese assets hrough back trending (i.e.,
eslimaling lhe curenl replacemenl cosl ofhe infrasfucture to b€ capilalized and using an apprcpdate pri;levet inaex to ieitate
he cost to he acquisition year or eslimaled acquisition year). As he govemment conatructs or acquires additional capilal ass€ts
each period, including inliastrucfure assets, hey are capihllzed and rcported at hislodcal cost The reporled value excludes
normal maintenance and repaks whici are essenlially amounb spenl in relation to capilal assels hat do noi increase he capa.jty
or emciencJ of he ilem or extend its us€fuj life beyond he original eslimate. ln lhe cas€ of donalions the govemment values ihes;
capital ass€ts ai he estimated fair value of lhe item at he date of ils donation.

Capital outay is recorded as exp€ndifures of he General Fund and oher govemmenlal funds and as assels in lhe GFFS to Ihe
exlenl fle Municipality capitalizalion hrcshoid is met. Deprecialion and amortzation expense is remrded only in tle GWFS.
Depreajable capilal assets are generally depreciabd or amorlized over lheir estjmaled useful lives under lhe sfaiqhlline melhod.
No depreciation is record€d fol land and constructon in progress. The
eslimaled useful lives of major capital asset catego.ies are:

Deprccialion and amortzalim e&ense of capital assets is reco.ded as a dkect
expense of lhe functo prcgram sp€cifically idenlified wih he asset
Depreciation and amorlization of iniashucture is not allocated to vadous
funclion/programs but reported as direcl e&ens€ of he public lllo*s and
ufu an development fu nclions.

CAPITALASSETS YEARS

Buildings 50
lhprovem€nl Otier Than Buildings 50
lnfrastucture 1G50
l,,lotor Vehides 5

Itlaciinery and Equipment 5-10

The accounting policy for Works of Art is hal they are capitalized at their historical cost or fa[ value at date of donalion wheher
lhey are held as individual items or in a colleclion. Capitalized collections or individual items hal is exhauslible, such as exhibits
wfiose useful lives are dilhinished by display or educational or res€arch applicalions, ale depreciated over lheir eslimaled useful
lives. Depreciation is not required for colleclions or individual items ulat are i0erhauslible. At June 30, 2010, all WoIk of An are
considered inexiaustible.

lmpaircd capital assets lhal will no longer be used by lhe Municipality, if any, are reporled at he lower of canying value or fair
value. lmpairment losses on capital assels witr physical damages hat llvjll contjnue lo be used by lhe Municipality are measurcd
using the resloration cosl apploach. lmpaiments of capatal assels hal are subject lo a change in lhe manner or duralion ol use, or
assets affected by enacfnent or appncval of laws or regulalions or olher dranges in environmenlal factorc or assets lhat arc
subiect lo teahnologiaal cianges or obsolesaence, il any, are measurcd using lhe seryice units approach.

6) Dolefiad and Uneamd Revenues

ln he GWFS, defeared revenues arise only when tte Municlpallty rcceives rcsources before il has a legal claim to hem. ln lhe
GFFS, arises when one of lhe following sifuations ocdrr (1) potenlial revenue does not meet both he measurable and available
criteria for revenue recognilion in lhe cunenl peiod (unavailable rcvenue), and (2) he Municipality receives resources before it
has a legalclaim to hem (uneamed revenue).

7) Lo,l9.lein Ohligafionq Eorrds rssuarcc Cdrrs, anal Prcnium ot Dbcount

Tle liabilitie! repoded in he GvvFS indude he general and special obligalion bonds, long-lem noles, olher long-lem liabililies
(e.9., vacation, sick leave, claims and iudgmenb, longlem liabililies lo oher govemmental enlilies and hird parlies). Bond
premi0ms and discounls, as well as issuance costs, are defuned and amortized over he life of $e bonds usinq lhe eflectve
intercst mehod. Bonds payable arc eported nel of lhe applicable bond premium or discount.

In lhe GFFS, govemmental fund types recognize bond premiums and discounts as oher flnancing sources and uses, respectvely,
and bond issuance cosb as debt service expendifurcs. lssuan@ @sts, whelhe. or not wilhheld from tle acfual debt proceeds
rcceived, are reporled as debl service e&endilures. Expendifures for pfincipal and interesl payments for govemmental fund
goneral and special obligations bonds are rccognized in lhe Debt Service Fund when due.
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8) ConpensatedAbsences

The ltlunicipality acques accumulaled unpakl vacalion and sick leave and associabd employeerclated cosb when eamed (or
aslimaled to be eamed) by tle employee. The t unicipality's employees are granted 30 days of vac€tions and 18 days of sick
leave annually. Vacalions may be accumulabd up to a maximum of sixty (60) days and sick leave up b a maximum of ninety (90)
days. ln he event of employee resignalion, he employee is paid for accumulaled vacalion days up to the maximum allowed al he
curent rale. Separaton froln employmenl pfor to use of all or part of lhe sick leave brminates all riqhts for comp€nsalion, excopl
br employees wih ten years of service who arc enlided lo sic* leave pay up to lhe maximum allow€d. Tle filunicipality acqued a
liability for compensated abs€nces, which meet he following ('iteriai (1) he Muni.ipality's obligalion relaling to employee's dghts
lo receive compensation for fufure absences is attribulable to employee's seruices alrcady rcndered; (2) he obligation relates to
righb lhal vest or accumulate; (3) payment of he compensation is probablet and (4) he amouni can be reasonably eslimaled.

ln accodance wih he above arite a and requiremenls in conformance wih Seclion C60 of he GASB Codification, he
ilunlcipality has accrued a liability lor compensated abseoces, which has been eamed bul not laken by Municipality's
employees, including its share of social sedrrity and [,ledicare paymenls made on behaf of tre employees in he acari]al for
vacalion and sick leave pay using salary rates effeclive at June 30, 201 0. All vacaton pay is acdued when andrred in tle GWFS.
For he GWFS, he qJnent porton is he amount eslimated to be used in he following year. For he GFFS, all of he compensated
absences are considered long-lerm and lherefore, are not a fund liability and represents a reconciling item between he fund level

and govemment-wide presenlations.

9) Cleins and JudgnenE

The estmated amounl of he liability tor daims and judgmenls, if any, which is due on demand, slch as from adiudicated or setted
daims, is recorded in lhe General Fund when he liability is incuned. The Long-Tem Liabilities indudes, when appropriate, an
amount eslimated as a @nlingent liability or liabilities wib a fixed or expecled due date, which will require fufure available fnancial
rcsources for ils payment.

10) Accdtnthg lot Pehsidt CotE

The irunicipality adopled he provisions of GASBS No. 50, tu soll Disc/osue, whici amended GASBS No. 27, ,4.f,ountirg for
Pensions by State aN Local dovennents Enployers, by requidng disclosure ol how he contacfually required contibulion rate is
determined by govemments parlicjpaling in multi+mployer coslsha ng pension plans.

Ihe lrunlclpality accounb for pension costs ftom lhe standpoinl of a participant in a muitpleemployer cost-sharing plan.

Accordingly, pension costs re{ognized in he accompanying basic fnanqal stabmenls are equal to he shfulorily required
conlribulions, wih a liability retorded foa any unpaid required contributions.

For he purpose of applying he requiremenls of GASBS No. 27, he slaie govemment of he Goleanmenl is considered to be he
sponsor of he Employees' Relkement SFlem of he Govemment of Puerto Rico and its lnsbumenlalilies (ERS) and System 2000,
a mulliemdoyer cost-shaing defined beneft pension plan and a hytrid defned contribution plan, respectively, in wtici he
employees of he ilunicipality parlidpate. The Municipality is considered a padicipanl, and nol a sponsor, of lhes€ retirement
systems since the majodty of he participants in he aforementoned pension tusl funds are employees of he Govemmenl and he
basic fnancial slatemenls of such retirement systerns are pad of he financial rcpoding enliiy of he Govemment.

11) Landfill

Shte and Federal laws and regolalions require lhe unicipality to place a final cover on its landfill when dosed and perform
@rlain maintenance and rhonibing funclion at the landfill site ffi hirty yea6 afrer dosure. ln addition to lhe operaling
expendifurcs related to clrrenl aclivilie6 of he landfill, an expense provision and rclated liabilily are being rccognized based on
fubres closure and post-dosure caro cosls hat will be indn€d near or afler lhe dale the landfrll no longe. accepts s/asie. The
ilunicipallly has perfomed a study of he actvilies hat need lo be implemented al he [unl.ipality's landfill to comply witl
applicable laws and regulalions. As rcsult of his study, lhe ilunicipality ha! deaided to p vatize he solid waste disposal service.
The lilunicipallty is entited, under he agrcement, to certain revenues resulling from he use ol he landfill. As part of he
agreement t|e mntr&tor will assume the closlre and posldosure cosls during the next hirty yeaE, releasing lhe Municipality of
he estmated liability for future closure and posl-closure care @sls.
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12) Nat Aare6,Fmd Betance

lr.tA3seE

The GWFS utjlize a net assets presenlalion, which are cabgodzgd as follow:

. lnueded in Capnal Assets, lvo, o, Reratsd Dell - These consists of capilal assets, net of acqlmulated depreciatbn and
amortzaton, reduced by he outslanding balances ot bonds payable, noles payable and oher debb hat are altibubd b he
acquisilion, consfuc'lion or imprcvemenls of hose assets. For tle puposes ol delermining he outstanding debt attribubd to
c€pital assets, he btal long-brm debt related to fle acquisilion, constuclion or improvemenls of capilal assets has been
rcduced by any rclated uospenl debt proceeds and any rclated unamo{tized debl issuance cos6. ln addition, he outstanding
debt altjbuted to capital assels does not indude acdued inbrest payabls, non{apjtal acarued liabililies, inter-fund loans and
olher fioancial assets. Net assels inveshd in capital assets, nel of related debt is compdsed of he following:

Govemmental
Ac{ivitie6

Capilal Assels, Net of Acolmulaled D,epreciatb. ............................... $ 90,914,132
Outs1andin9Ba1ance0nRe|a|edOebt................................................ (20,417,000)
unspentCapila|DebtProceeds......................................._.................. 12.360.605

Total ln',/esled in Capitaltus€ts, Nel ot Retated Debt....._................... $_8235iJiZ

. Reslnicled lvel Asteb - These resull rvhen @nstainls placed on nel assets use are eiher extemally impos€d by qdilots,
granbrs, contibutols, and he like, o. imposed by law hrough conslitutionat prcvisions or enabling legislation.

. U,lpJl/ided llel /4ssgts - These consist of nel asseis whicl! do not meet he defnilioa of be tvro precedinq calegode.s.
Ljnrcsticbd nel assets oflen are designated, b indicab hal managemenl does nol consider hem to be available for geneaal

operatons. Unresbicbd net assels oien have consfainb on rcsources hal are impoced by management, bul can be
rcmoved or modifed.

lilhen bot! resficied and unreslricled resources arc available for use, il is he ltunlcipallty's policy to use resticled resources
flst fien unrestaicted rcsources as hey are needed.

Fund Balanca

Tle GFFS present fund balance reserues for hos€ portions of tund balance (1) nol available br approp aton for expenditures or
(2) legally segregated fc'r a specific tuture use. Following is a bdef de*riplion of he nature of certain res€rvos.

. ReseNo for Encunbnnces - ReFesent fufure erpendifurcs under purchase orders, contEa{s and oher commitnents. These
committed amounts generally will becoane liabililies in fufure periods as he goods or services are rcceiled.

. Rasrn€ for Debf Servte - The fund balance of he debt service funds is res€r'red for tle paymeni of debt seruice in he
subsoquenl years.

. Restr,Ne tot Cap al Ptojeds - Cedain assets, Fimanly cash and investnents, and cash wih fiscal agent to be invested in
capilal proje{ds under contracb and oher commitnents. Ihese commitled amounls generally will become liabililies in fufure
periods as he projecls are compleled.

. ReseNe for Oker Pumf,es - Ceriain assels, primarily cash of grants and contibulions hat arc aufDrized to be caniod owr
and exp€nded in he ensuing yeaa.
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Designatons of fund balances are established to reflecl tenlalive plans for futlre ulilizalion of olrent financial resources. ll is lhe
poli.y of he [runicipalily to designale he portion of tund balance set aside by lhe Municipal Legislaturc hrough he co.responding
ordinance for fufure plans. The unrcserued, undesignaied basis of budgetng fund balance is fd amo{nt offu;d balance remainin!
from operalions of he dnent and prior years, net of amounts established as rcserved and designaled fund balance

E. lnLrfundTransactions

Interfund lransaclions arc rcllecled as loans, rcimbursemenb or transfers. Loans ale rcpoded as receivables and payables as
appropriate and ate subjecl to eliminalion upon consolidalion. Reimburs€ments ocdlr when one fund ioctrs a cost, djaees he
approp ate benefiling fund and reduces ib related cost as a reimbursement All oher interfund transactons are lreaied as bansfeE-
IransGE between govemmenhl ol propdetary funds are nefled as part of he reconcilialion to lhe govemment-$ide columnar
presentalon. The Municipalig has he following lypes of fansaclions afiong funds:

,nlerfurd r€rsfurs - Legally required hansftE hat are repoded when incuned as fansfufs-in by he rccipienl fund and as
hansfeB{ut by he disbursing fund, wih receivables and payables presenM as amounts due to and due fr!{n oher funds.

lnln+nw Tnns.olktls - Advances belween funds are also presented as amounts due to and due fiom olher funds.
However, fEse transfe6 and rclated amounls receivables and payables are considered intemal balances and activilies hal
have been eliminabd in he govemment-wide fnancial statemenls.

F. Rlsk Financing

ne Municipallty cafties commercial insuEnce to cover prcperty and casualty, hefr, brt claims and olier losses. lnsulance policies
are negolialed by tle Puerlo fu@ Tr6asury Departnenl and ccb are allocated among all he munidpalilies of Puerto Rico. Also,
principal offcials of he Munlcipality are covered under vadous surety bonds. Cost of insurance alloaated lo he lilunicipality and
deducbd from be gross property hx colleclions by he MRCC for he year ended June 30, 2010 arnounted to 6ppronmably $367,193.
The drrent insurance policies have nol been cancelled or leminated. ln addition, MRCC deducted approximately $232,380 for workers
@mpensalion insurance @ve ng all municipal employees for he same period.

G. t so of Ertimates

The preparation of [ie basic finanajal stalemenb jn confornily vJitl USGMP requires management to make eslimate6 afld
assumplions lhat affecl he reported amounts of ass€ts and liabililies and disclosures of contingent assets and liabitilies at he dale of
he basic fnandal shtemenb and lhe reporled revenue and expenses during lhe repoding peiod. Acfual result could differ from hose
estmates.

H. R.cla$ificafons

Various redassifications have been made in tle accompanying basic fnancial shtemenls whid afiect he comparability wih tle basic
fnancial statemenb issued for prcvious fiscai years.

l. Fubr€ Adoption o, Accounling Pbnouncemants

The Govemmental Accounling Slandards Board (GASB) issued he following p.onouncemenls hat have efiective dates afrer June 30,
20101

GASB Shternent No. 54, Fund Bdance Reponing and Govenrnentat Fund TW Defihitirrrs. Slabmenl 54 is lo enhance he
us€fulness of fund balance infomation by providing dearer fund balance dassmcafuns lhat can be more mnsistenty applied and
by dadrying he exisling gov€ramental fund type definitions. This Statement establishes fund balance dassifications thal co.npdse
a hierardly based primarily on lhe exbnt lo which a govemment is bound lo observe consLainls imposed upon be us€ of lhe
resources rcported in govemmental funds.
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The inilial distinction hat is made in repoding tund balance information is idenlilying amounb hat arc considered norspondab/q
such as fund balance associaled wilh inventories. Ilis Shtoment also provides fur additional dassificalion as restricted,
committed, assigned, and unassigned based on tie lelatve sbength of he conslrainls thal control how specitc amounb can be
spent Tle requircments of his Stalement are effecdve lor fnancial shtemenls for pedods beginning afler June 15, 2010, wirl
eariier applicalion encolraged.

GASB Shlemenl No. 57, OPEB MeasuFJrnents by Agent Enpbyers and Agent Mutiple-Empbv Plans. The objeclile of his
Statement is to address issues relaled to tle use of lie altemalive measuremenl mehod and he frequency and tjming of
measurements by employers that parlicipate in agent mulliple+mployer olier postemployment benefit (oPEB) plans (hat is, agent
employers). The requiaements of tris Stalement are effeciive for financial slatemenb for periods beginning afrer June 15, 201 1 .

GASB Slatement No. 59, Financial lnslnments o/rnrlbus The objeclive of lfiis Stalement is lo update and improve existjng
standards rcgarding financjal repodjng and disclosure rcquircmenls of cerlain financial instumenis and extemal inveslrnenl pools

for wiidr signifcant issuos have been idenlifed in pmclice. The provisions of his Statemenl are efhclive for financial slatements
for pe ods beginning afler June 15, 201 0. Eaiier applicalion is encouraged.

CASH AND INVESTMEI{TS

Crsh i,l &rl5

The tlunicipality's cash and investnenls at June 30, 2010 are compos€d oi (1) demand deposits in commercial banks, (2) demand
deposits in the Government Development Bank of Puerto Rico (GDB, fisc€l agent), and (3) crsh equivalents in commercid banks. Cash
equivalents of $62.0 million arc deposits in interest bearing commeroal bank accounts and GDB, and cerlificates of deposit in
commercial banks, and are re@ded at cost whidr approximates fair value.

Puerto Rico laws auhonze govemmental enlilies to invesl in direct obligations or obligations guaranbed by he federal govemment or
he Govemment. The Municipality is also allowed to invesl in bank acceplances, oher bank obligations and ce.tificrtes of deposit in

financial institutions aulhodzed to do business under he federal and Govemment laws.

fte Municipality follows he praclice of pooling cash. At June 30, 2010, he pool cash account in inbrest bearing commercial banks
accounts had a balance of $45.0 million of which $21.3 million in he General Fund, $209,106 of Head Starl Program, $3.4 million in he
Sales and usage Taxes Fund, $8.8 million in he Arts Center Fund, and $11.3 in oher Govemmenlal Funds of which $2.6 million, and
$0.6 million was invested in cedjfic€te of deposits in Popular Bank of Puedo Rico, Fajardo Branch, hat generales an annual interesl
rate of 3.65%, and 3.00%, respectively. The balance in lhe pooled cash accounl is available to meet cunenl operaling requiremenls and
any unrcslfcted excess, ff any, is generally invesied in intercst beadng accounts wilh commercjal banks hat generates an avemge of
2.25% annual inbresl rate. Any deficiency in he pooled cash aaaounl is assumed by lfie general fund and covered hrcugh fufue
budgetary appoprialion.

Ljnder he laws and regulalions of he Govemment, public tunds deposjted by he Municipality in cornmercial banks must be tully
collateralized for he amounts deposited in excess ofhe Federal Deposit lnsurance Coporalion (FDIC) coverage. All secl ties pledged
as collaleral are held by agents designaled by he Govemments Seqelary of lhe Treasury, but not in he tilunlclpality's name.

Cash witt fiscai agent in he debi seruftE fund consists pdncipally of property hx colleclions amounting to $13.0 million hat are
resticted for he paynent of he Municipality's debl s€rvice, as required by law. Cash wih Fiscal Agent consisl pdncipally of $4.0
million in olier govemmenhl funds hal arc resticted for he acquisilion, consfuclion or impovemenl of major capilal assels. The
amounts deposit in GDB is mainlained in anterest beadng accounb and is not collaleralized.

unicipality follows he prcvisions of Seclion C20 of he GASB Codifcaton ol Govennental Accountkg and Financial Repoftkg
Starda/ds, related wih cash deposit and interest+aming investment contract wilh financial institutions. Accordingly, he bllowing is
essential informalion about credit risk, interest rate risl, c{slodial credit risk, and toreign exciange exposurc of deposits and
investments ol tie unicipelity at June 30, 201 0:
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3. CASH AXo ll{VESIiIEilTS (codinuaron)

Credit Risk

This is he sk hal an issuer or oher counterpa.ty to an inveslmenl will not tulfrll ils obligalions. AtJune 30,2010, he iluniclpatity has
invesled only in cash equivalents oJ $45.0 million consisling o, deposit in interest beadn-g corhmercial bank accounb, wnidl are i ured
by he FDIC, generally up lo a maximum of $250,000. tu prcliousty mentioned, pubtic tunds deposiled by he Monicipatity in
commercial banks must be fully collaleralized for tie amounb deposited in excess of he FDIC coveiage. No invesbnents in debt of
equity sec.urilies werc made duing he Fjs.al Year ended June 30, 2010. Therefore, he Municipallty'J managemenl has conduded
hat tle qdil dsk relabd to any possible loss related lo defaults by commercial banks on te t'tuniclpaiity's aepisils is considercd tow
at June 30,2010.

Custodbl Crcdlt Risk

This is he risk hat, in he e',ienl of he fuifure of a depository fnancial instjtution, he Municipality will not be able to recover its cash
and investnenls or will not be able to recover collaleral seddlies hat are in he possession ol an oulside party. Pursuanl to he
lnvestrnenl Guidelines for lhe Govemment adopted by GoB, he itunicipality may invest jn obligatons of he covemmenl, obligations
of he United Slates, cerlificates of deposit, commercial paper, banke/s acceplance, or in pools of obligatons of he municipalities of
Puerto Rico, wllich arc managed by GDB. Al June 30, 201 0, he Municipality has balances deposiied in commercial banks amounling
to $45.0 millioll wltidr are insurcd by he FDIC up to he established limit and he excess arc tully collateralized as e&lained above-
Deposits in GDB, amounling to $i7.0 million are uninsured and uncollateralized. However, no losses related lo delaulb by GDB on
deposit lransaclions have been indrred by he t unicipallty trough June 30, 2010- ll is managements policy lo only maintain
deposits in banks afflialod to FDIC lo minimize he cuslodial credit risk, excepl for GDB. Thercfore, tle Municipality's management
has concluded hal at June 30, 2010, he qisMial credit risk assodated wih he lilunicipality's cash and cash equivalents is
considered low

,rf.,ret Rate Risl

This is $e dsk hat dranges in interest rates of debt investnents will adversely afiecl he fair value of an investnent. The tttu[icipality
manages ils e&osure to declines in tuf values by: (1 ) not induding debt or equily investnenls in its invesfnents portblio at June 30,
2010, (2) limiling he u/eighted average maturity of ib inveslmenis in certifi€tes of deposit to petuds of hrce monhs or lass, and (3)
keeping mosl ol ils banks deposits in cerlifcates of deposil and in interest bearing accounls generaling interest at prevailing ma*et
rates. Thercfore, at June 30, 2010, he interest dsk assodated uilh he t{unicipality's casi and ca6h equivalent is coasidered low.

Fordgn Exchaige Risk

Tlis is lhe risk hal changes in exchange ratos will adversely affect he value of an investnent or a d€posil. Acaording to he
aforcmenlioned inveslmenl guidelines, adopted by he ttunlcipality, he lilunicipality is prevented from investing in foreign seotdties
or any ollter types of investnenls for wtic+l foreign exdlange risk exposure may be significant- Accordingly, management has
concluded hat he foreign exchange dsk related to he Municipallty's deposils is considered low at June 30, 201 0.

Afot t{T

oDBG 51.221,652
Chld Care Food Program 7,204
Ohers 1,994

Tobl Federalcranb q!!9{!9

RECEIVABLES

Folloriing is he account receivables (Due fiun &encies) of oher
go\€mmental tunds as ofJune 30,2010:

OTHER RECEIVABLES

The due from govemmental unib for lhe fiscal yoar ended June 30, m10,
conesponds to lhe Puerlo Rico Treasury Deparlment (Chdstnas Bonus) for $1 50,287 and Properly Taxes from MRCC for $442,959 of
he Debt Service Fund.
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6. INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS

A. lnbfirhd Receiveble and Peyebte Balanc.s

Due to/froh Oher Funds at June 30, 201 0 are summarized as follows:

B. lntetfund frensleB

?. DUE TO OTHER GOVERNTIENTAL UI,IITS

As of June 30, 2010, balance due lo oher govemmenhl unib of he
Geneml Fund for s€rvices rendercd to tte lrunlcipality, consists of he.. following:

INTERFUND INTERFUND
RECEIVABLE PAYABLE ATIIOU T

General Head SbrtFund $ 544,753

TOTAL $ 544,753

TIansfels arc indicalive of funding for capital proiects or debl setuice, and subsidies of vaious opemlions.

II{lERFUND IRANSFERS WIT}IIN THE GOVERNMENTAL FUNOS

SOURCES TRANSFER TO

Oter Gov*menlEl Fund

PURPOSE

$ 138,118 De Payhst
z z/o,/Ju Equry trftEr

$ ,,4113'

A*OUI{T

PR DepariEntoflabor $ 140,831

PR 'nhbr and Sewer Auhorily 11,772

RefrenEntsystmAddnisf,alion 202,722

Geneml Service Addnistaton 890

8, DEFERREO AND UNEARNED REVENUES

Govemmenl-wide Sdoa,ert of lvet Assels rcpod defeaed revenues for resources re@ive before il has a legal claim to hem.
Govemmenlal funds balance sheel rcport defeded reve[ues ifl cooneclion wilh receivables for rcvenues liat are not @nsidered lo be
availabb to liquidate liabilities of the cunent p€riod (unavailable). Govemmental funds also defer revenue recognilion in conneclion wilh
resources lhat have been received, bul not yet eamed. At he end ol lhe drnenl fscal year, the various components of def6ned
rcvenues and uneamed rivena,gs tepo ed in he basic financial slatements were as follows:

UiIAVAILAETE UI{EARIIED

Volume ol8r6a'ess Tar€s 5 $ 6,899,813

Otlel Govenms'A Fu h 1,48E,312

ruad Shn 2,4o3,q7

ChlEtna Bonus 1fi,287

Tohl DeErcd/U neamed Revenu€ $ 4,042,036 $ 6,899,843
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9, CAPITAL ASSETS

Capital Assels actjvities for lhe fscal year ended June 30, 2010 was as follows:

0EscRtmoI

Non,DeplE iabls CafiEt A3seb:

Constucton in Prcgl6s

Tobl No.-Depr€.iabteCapitat Ass€b

Oerr.ciaDle Capilal A*eb:
Euildircs and inpmvanenb

Machinory and Equipment

Tobl Depl€ciau€ Capilrl lsseb

L6s Accumulabd D€q€ciatoi:

Buildings and Lnprov€o€nb

Machin€ry and Equipmenl

T.rbl racumulabd oep@ialion

Tobl De9@iabl€ Capirl Alseb (Ne0

CAPITAL ASSETS, NET

BALANCE

JUIIE 30, RECLASSI.

2OO9 ADJUSIIIENT FICATIOI{

$ 35,708,453 $ 4,145,0@ $ ,$

BALANCE

JUNE 30,

DECREASE 2O,IOII{CREASE

2,269,n2 I

765,615

36,474,m8

$ 4,12322s

765,615

4,1,15,000 2,269,772 42 844,840

86,799 876

42,7 ,@2

36,157,759

5,093,524

2,752,W1

1,47r,586

7m!91

at"*

14,267,18

36,157,759

5,093,524

3,473,482

(14,260,098)

(19,307,021)

(4,575,800)

\2,823,742)

(13,512,289)

(18,751,653)

14,215,032)
(2,601,668)

(39,080,612)

o17,W)
(555,368)

(360,768)

Q22,071!,

(1,886,019)

306,058

(40,966,661)

4,025,29217,119,234

l- 3:l!1lq $ 4,145,000 $ 2,575,830 $ !__r0i.!13,

Deprecialion expenses were ciarged to govemmental functons/programs as
lollows:

10. GENEML LONG.TERM DEBTS

A G@etal Obfigalio,,,s tutds

The princjpal long{em ouigations of he Municipality are general obligalion bonds
issued lo fnance he consfudion and improvemenls of public facililies. The
Municipallty's obligalions longlerm debt relirements are appmp ated and paid fro.n
rcsources acormulated in lhe oebt Seruice Fund (See Note 11).

General obligalions bonds asofJune30,2010, are comprised of lhe followinq individualissues:

A OUI{T

Gs'eral Govemm€nl $ 678,967

Public SAiy 75,411

Pubric wb.ks 773,28
Cdtu€ and Rec€aton 94,301

uoan Devdosnent 261,U2

Tod Depeciald Exp€ises $ 1,886,019

tilaturity
Data

2016

2031

2019

lntcaEsl
Rate AnountType ofObligatlon and Pulpo3e

Genaral Obligation Bonds - Property Tax*:

$11.130,000, Series 1997-38 - ceneral Constucton
$14.440.000. Series 200G07 - ceneral Constucibn
$370.000. Series 1994-95 - General Consrudbn

Total General Oblig ation Bonds

5.19% b6.34% $ 6,350,000

5.59% b 7.00% 13,832,000

6.106% b 8.206% 235,000

120,417,000
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,|0. 
GENERAL LOI{G.TERI{ DEBTS (conunu'1ion)

frl,lS q.q!on9103.."nd '148 hrough 150 of he uS tntemat Revenue Code and Sections i.148 hrough 1.150 of he US Treasury
Regulaliofl he ilunicipallvs lax+xempt bonds are subiecl to he atuilrage rebate requircments. At Jun;30, 2010, tre Municipatity
had no fueral arbitage liability on bonds since interest income eamed fr;m he invesbnent of unsp€nl bond proce€ds were made ii
bank depoGils hat generab yields to'r€r ban tle rates appticabte to he debt servtue paynents.

B, L.gel Mt Llnit and Lqat t]tr,bt$.rytn

0n March 9, 2tJ09, he Colhmonwealh of Puerto Rico approves Law Number 7 $at provides for rerision of lhe valualion of property
subiect lo hxalion and imposes special properly taxes for he Commonwealh. The funicipality debt limits are 10% of vatuation of
propedy subiect to taxaton, plus he balance ot he special ad valorem taxes in he Oebl Service Fund. ln addilion, before any new
bonds are issued, he rcvenues of he Debl SeNice Fund should be suffcient to cover tle projecled debl se ice requirefient
Addilional legal debt margifl was debrnine for lhe issuance of he special obligalions bonds hat are paid hough retenlion made by
he MRCC fiom monhly advance of annual properly tax and subsidy send to he uricipelily.

C. Othar Long-forn oabls

Folbwing are lhe olher Long-Tem Debb:

DESCRIPIIOII

Pmpdly Taxe.,TBUry Dspt

La Numb€r 42 - I'IRCC

UMS , MRCC

MRCC Uquidalion

Comrensacd Absenc€s

TOTAL

AALAI{CE

JULYI,
2009

$ 978

213,783

274,419

310,570

314,96
101.27

3,31€,0€

I{EW

tssuEs

$

300,574

101.007

RETIREIIENTS

AOJUSI ENT

$ (972)

14,214)

(01,978)

(310,570)

(3r4,906)

(402,873)

BALANCE

JUNE 30,

z)10

$6
209,569

169,471

300 574

101227

3,W 1n

A OUI'ITS

DUEWIIHIII

OI{E YEAR

$6
4,,t30

111,317

300.574

1,9S9,373

AMO{',NTS

DUEAFIER

IiEXT YEAR

$

205,089

58, r54

101.227

1,056,804

g 4,563,956 $ 401,s6r g 0,138,sro't 3,827,021 s 2,45,7il $ 1,41,271

Pro& tv Taxes - frcasury Deoa',rnent

This amolnt rcpresonls he excess of a(fuance property taxes over colleclion previolsly adminislercd by Puerlo Rico Treasury
Depatunent 0n July I , m02, he enacbd Law Number 29, auborized hat part of he excess of @venue from LOTO should be us€d to
amo.lized his debl. Annually he Treasury oepatunent should notfy lo he t unicipality he amount applied to fle debt.

tutuwlno ltun rcC

On July 1 , 2002, he lrunicip.lity enlered into a repayment agreement with he coB and MRCC to repay he uncolieclible prcpedy tax
sab auhorized by he eflacbd Law Number 42. I1e original debl was $235,722 b be paid dudng 30 years plus annual intercst of
6.1875%

NRCC Uduid.fion

Ihe tohlarnount of $310,570 to be paid during fiscal year 20092010 witroul inleresb coresponded b he Fis.alYear 200&2009 final
liquidaton of poperty laxes.

Chrilrnr5 Borus

This amouni repesents he estmaled accflred Chdstnas bonus acdmulated as of June 30, 2010 and payroll relaled benefb,
representng tle benefit lo employees to be paid during he filst week of Decembor 201 0.
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,l0. GEI{ERAL LONGTERiI DEBTS God,nuaron)

Chi, .and Ju&naaE.

Ttis amount reFesenls he amount accflred br possjble daims adsing fr,om litigatons.

CofioelIsatrd A,liences

Tl s amount repres€i1b he eslimabd acdued vacalion benefb, accrued sft* leave be0efiis and payroll rolabd benefts, represenling
he Municlpalivs co,nmitnent lo fund sudl co6b from fufuae opeElions.

D, Ch?,,ga, in C.enel',l Long-Te'm Deh's

The following is a summary of dranges in longFbfin debls for fle year ended June 30, 2010:

BALA{CE
JULY 1,

DESCR|mON 2009

General

Ohers Debb

TOTAL

$ 21,421,000 $ -

4,563,956 401,581

$ 25.984.9s6 $ 401.581

REN REiIEiITS
Al{D

,OJUSIIiIENI'!i

$ (1,004,000)

(1,138,513)

NEIV

ISSUES

EAAT{CE
JUI{E 30,

2010

$ 20,417,000

3,827,024

ATIOUN'IIi

DUE WITHIN
ONE YEAR

$ 1,069,000

2,405,750

A OUN]!!
DUEAFIER
NEXT YEAR

$ 19,348,000

1,42't,274

s (2,142513) $ 24,244,024 q_!44!9 qfql6s44

E. D*tco,npliancc

Theto are a number of limilations and rcsficlions contained in h6 various bood indenfures. The Municipality believes it is in
compliance wih all significant limitatons and reslficlions.

The annual
requircments lo
amodize he long-
tem debts
outslanding 6 of
June 30, 20i0 are as
tollows:

General Obligation Aond. Olh€r Long.T€rn Obligalion!

YEAR ENDIIIG

JUNE 30,

m11

2012

2013

2014

201s

m16.n2a

2021-2025

m2e2m0

x31-20U

TOTAL

PRII{CIPAL II{GREST PRINCIPAL

PAYIIEI{T PAYIEI{T PAYMEIiIT

$ 1,069,000 s 894,qa $ 2,405,7s0

1.136.m0 1.271_076 62.915

1,208,000 1,199,976 5 0@

1,301,0@ 1,119,906 5,4S
1,391,000 964,852 5,715

4,639,0m 4,060,132 U,437

3,197,0@ 2,852,@5 46,706

4,199,0@ 1,565,1.15 63,343

2,2V,W 249,6m 1,197,690

TOTAL

PRINCIPAL INIEREST

$ 3,474,750 $ 918,615

1,198,915 1,291,833

1,213,060 1,212,87

1.306.4{8 1.131.988

1,396,715 976,515

4,673,137 4,112,84

3,243,706 2,892,791

4,262,U3 1,588,9911

3,474,690 253,379

IIIIEREST

PAYMENT

$ 21,567

17,757

12,319

12.000

11,663

52,452

40,186

23,5119

3,759

$ 20,117,1p0 $ 11,1E0,711 a 3,827,021 $ 198,252 t 24,2111,024 $ 14,378,996

,I,I. DEBT REIIREIIEMT

Revenues of lhe debt s€avice fund consisls of lhe ad-valorem propedy laxes $ridr arc recognized as revenue when collecled iom
laxpayers and rcported by he l\,lunidpal Revenue Collection Cenbr of he Commonwealli of Puerto Rico to he Municlpality (See
Note 12).

These property taxes are accumulated by he Municipal Revenue Colleclion Center in cosls of he gerleral obligalions bonds issued by
tle Municipality. Paynents arc mad€ lo he Govemment Developmenl Bank of lhe Commonwealh of Puorto Rico ftom sudt
acqlmulabd tunds by he lvunicipal Revenue Collecton Cenler of Puerto Rico.
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12. PROPERTYTAXES

fte Mulcipality is autDdzed by Ac{ No. 81 to impose and collec{ prcpe(y taxes lrom any naturat or t€gal person hat, at January jsr
of eadl calendar year: (1)is engaged in trade or business and is tle owner ;f personal or l;lproperty us€d in bade or business,; (2)
owns rcsidenlial real [operty wflh a value in ooess oI 915,000 (at ,957 ma*et p ce).

The MRCC is responsible for he assessmenl of all real and personal prcperty localed wihin he Municipality and for he tevy,
adminisbalion and colleclion of the conesponding lax conliibulion.

Tte personal popedy tax is seff-assessed by he taxpayer on a retum, whjch is lo be filed and paid in tull by May 15 of each year witr
he MRCC and based on cunenl valles as of December 31 of previous year. Real property lax is 6sessed by be I,IRCC on eadt
piece of rcal eslate and on each building or residence. fte property tar contibulion is levied eadl year over he appraised !€lue of he
real paoperly at he beginning of he calendar year. The rcal proprty ass€ssment is b6ed on Ule d]rrenl value exisling in the year

Ile MRCC is responsible for he billing of real properly taxes and collections of boh, personal and rerl property taxes on behalf of all
he munupalilies of Puerto Rico. Prior to tE beginning of edr fiscal year, he MRCC infoms he Munlclpallty of he estmated
amount of property tare! erpecled to b€ colleclod fof he ensuing fiscal year. Ihmughoui tre year, he MRCC advances funds Io he
lrunicipality based on he inilial estjmaled collections. The MRCC is rcquhed by law to prepae a seltement stalement on a fscal year
basis, whereby a comparison is mad6 bet i€en he amounts advanced to he Uunicipality and amounts actrally cdlecled from
loeayers. This seltement has lo be compleled on a prelimjnary basis not later han lhree monhs afrer nscal year+nd, and a final
s€tdement made nol laler lhan six monhs aflor yearend. I he MRCC remits to he ufilclpality pmperty laxes advances, which are
less han he tax acfually collected, a receivable from he MRCC is reaoded at June 30. However, if advances exceed lhe amounl
acfually collected, a bonoy{ing iorh MRCC is recorded at JurE 30. The difierence between lhe advances and he fnal settement from
I,IRCC for he fs.al year 2010 rcsulted in a receivablo of $4|2,959 for he oebl Seryice Fund.

the tax rate fot fscal yeal 2010 is 10.4i}% for real property and 8.43% for peFonal Foperty of whid 1.03% of boh are for he
rodemplion of public debt issued by he Commo.wealh of Puerio Rico and 9.40% and 7.40%, respeclively, belongs lo he
Munlclpallty. The Commonx,ealh of Puerio Rico also contibutes an annual tax rate of 0.20% of he propedy hx collecled. lte
rcmaining percentage is dishibuGd as folloyrs: (a) 6.00% and 4.00%, respectively, represents he Municipality's basic tax rate tlat is
appropdated lor general purposes and herefore accounled for lhrough he geneml fund. A porton of $rdl amounl is depooiled in an

equalizalion fund togeher tvjh a percenhge of he net rcvenues ol he Puerlo Rico electonic lottery and a subsidy fiom he
Commonwedlh of Puerto Rico. The remaining poflid belonging to he unicipality of 3.40% rcpresenb he ad-valorem property hxes
ihheld by he I,IRCC and lesficted br &bt seruice, whid is accounted for hrough he debt service fund {See Note 11). The

Municipality hasn't readed he marimum stafulory tax rate limit for he b6ic tax while here is no limitalion for he ad-valorcm iar raie.

The Commonwealh of Puedo Ri@ grants complole real property tax exoneralion on tre frst $15,000 has assessed valuation on
residentjal uniis ocolpied by heir owllers. However, he Municipality receives he full amount leved, except for residential unib
ass€ssed at less flan $3,500 on wfiidr a comdote exempl,on is granied. As part of Law No. 83 of August 30, 1991, as amended, lhe
exempt amount b be paid by tle Puerlo Rico Treasury Departlent to he l{unicipality was frozefl as of January 1, 1992.The
lrunicipal Revenue Colleclion Cenbr, insted of he property b&6yer, becomes tle source of payrnenl in hese cas€s-

ln addition, he law grants a complete exempton fiom personai property taxes up b an Gsessmenl value of $50,000 to retaileG wih an
annual net sales volume of less han $150,m0. Tle I,IRCC advances lo he ilunicipality, on r|ontrly paymenb, 100% of he
@ntibution assessed over property for each fiscal year. ln acaordance lo Law, lhese advance6 will be contibulions by he MRCC from
tExpayers. The MRCC periodically inbrms b tle llunicipalily the amounts collected from ta&ayers and apdiql lo outstanding
advan@s.

The Municipallty rccords as revenue in he general fund he properly hr contibuton when aeceived fro,n monhly advances from
ItlRCC. Due lo he fact hat collectons ol propdy tax are apdied to he advances of properly lax paid by he MRCC, lhe amortzaton of
he advance at end of year ws not available due to hal is in process of verificatio by exlemal audilots.
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'13. VOLUME OF BUSINESS TAXES

Volume of Business Taxes is recorded in the 6scal year in which paymenls is due and, accordingly, represenls taxes whidt are due and
uncollecled al June 30, 2010. Ile volume of Business Tax is detemined based on he gross ;come of all commerce and indusbial
organizalions thal have operations in he unicipallty, and are not tohlly oa padially e;empl under he lndustial lncentive Law of
Puerto Rrm.

An annual retum of busjness volume should be filed on or before Apdl 23 of eadr year and payable in ttlio eqlat inshlments due on
July 1 and January 1. A disaounl of 5% is allo*ed whea full paymenl is made on or before April 23. Ile rates oi municipal license in lie

uniclpalily are as tollow:

a. 1 .50% for fnancial instifutions and savings and loan associalions.

b. 0.40% for all oher organizalions.

Taxes are payable in two equal semi-annual installments on July 1 and January I follor$ng he dale of levy- lf hey are paid witl
dedaralion, he ta&ayer is granled a 5% of discount. Colleclions of laxes during cunent fscrl year, apdicable to he next fscal yeaa,

are rccoded as defuned revenues in tfie General Fund.

SALES AND USAGE TAXES

[unicipality imposes a Sales and Usage Taxes of 1.5% (1.0% collected and belong to he t unicipality and 0.5% collected by the
Puerto Rico Secretary ot $e Treasury) on he sales pdce of a taxable ibm or on he purchase pdce of all usage, stolage or
consumplion of a laxable ilem. All merciants required lo collect he Sales and Usage Taxes, are required to file a monhly Sales and
[Jse Tax Refum Fom, no laler Etan he 10r' of he following monh fiom lhe monh being reported. The Acl also provides for restriclions
on $e use of lhe resources (induding he 0-5% collected by he Puerto Rico Secrclary of Treasury) to be invested in solid waste dld
recycling progmms, c€pihl improvemenls and heallh and public safety costs.

The amounl collected by tre Puerto Rico Seafelary of Treasury will be deposited in accounls or special funds in GDB, subject lo
restrictions amposed and distributed as follo\lvs:

a. 0.2% will be deposited in a'Municipal oevelopment F!nd'io fnance costs as rcsticted by he Act

b. 0.2% will be deposited in a "Municipal Redemption Fund' io fnance loans to municipalilies subjec.t lo rcstic.tons imposed by
heAc{;and

c. 0.1% will be deposited in a'Municipal lmprovemenl Fund" io finance capital improvernenl proiects. Thes€ tunds will be
disfibubd bsed on legislation from lhe Commonwedh's Legislafure.

Sales tax recaivable represenis filed sales lax rctums hat were colle.led subs€queni to June 30, 2010, but perhining b he cunent
year period.

15. CONSIRUCTION EXCISE TAXES

l{uricipality imposes and collects municipal constuclion ercise tarcs lo mosl nafuml and legal peGons and any govemmental
instrumentality hat carry out aclivilies relaled to constuclion, e&ansion, ma,or repails, relocalions, alteratons and olier types of
pemanent improvements lo rcsidenlial, commercial and industrial buildings, and any sfuctures wihin tle tenitorial area ol the
Murlclpality. fte tax is also applicable to infrastucture prciecb, he installation of ma{hinery, equipmenl and fixtures, and oher types
of conslruclion-related activilies.

The conslructjon excise lax genemlly is a self-assessed tax imposed over lhe co6l of lhe projecl, net of cerlain exemptons sudr as lie
costs associated wi$ lhe acquisition of land, existjng buildings and improvements, poect design and ollier engineering fees, licenses
and pefihits, consllling and legal fues. ]}le tax is paid by he taxpayer before lhe beginning ol lhe conshucton prcject.

11.
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15. CONSTRUCTION EXCISETAXES(coi{nuaiion)

Any conshuclion project, whlci doesn't quafiry for any of dle exceptions prcsenled below, will pay a tax of 4% of fie totat cost amount
of he proiect. The exceplions lor he 4% Consbuc{on Tax imposed by tie t unicipality are as folbw:

a. 5.00% ol he total cosl of he prcjecl for any constuclion involving movement of land.

b. 2.00% for all low income housing poec.ts, and educatonal instifutions of pdmary and secondary level_

c. vvhen conshction is for a residen@, made of at least 50% concrete, and said residence is nol parl of a housing projecl,
urbanizaton, condominium, ol any project of a similar nafure; a fixed rate of $25.00 will be collecled up Io a maximum total
constuclion cost of $50,000. ln addition, for every $1 ,000 in excess of tle $50,000 in btal constuclion costs, a $5.00 rate will
be collected_

Taxes are payable belore beginning conslruclion or any activify related lo he consfudon. Collections of laxes dudng cure0l fiscal
year, applicable b he nexl fiscal year, are recorded as defened revenues in the General Fund.

II{TERGOVERNMENTAL REVENUES

lntergovemmental rcvenues consisl pdmarily of funds received from the Commonviedh of Puerb Rico, 'in lieu of tax' paymenb fiom
he quasi-public corporation, Puerto Rico Electric Pou€r Auhority, and federal fnancial assislance received fiom fuderal government.

Grants and subsidies rcceived from he Common!€alh of Puerlo Rico and federal agencies include, among ohe6, a genelal subsidy
for uban development and capital improvements. lolergovemmenial rcvenues are accounbd for through lhe Genelal Fund except for
hose dkec[y relaled to udan development and capilal impmvements, which arc accounted br hrough he Special Revenue and he
Capital Project Funds. Federal Financial Assistance is rccorded in he Special Revenue Fund.

PEt{StO}t pta

D6cription of the Plan

Employees of he Municipality participale in he Employee's Relircmenl Syslem of he Govemment of Puedo Rico and ils
lnsbumentalities (ERS). TIe ERS is cost-sharing multiple+mployer defined beneft pension dan sponsored by he Govemment under
he Ac{ No. 447, appoved on l\ray 15, 1951, as amended. ERS cove6 all regular employees of he Govemmenl and ib
inshumentalities and of cerlain municipalilirs and componenb units not covered by lieir ovll1l reliaemenl systems.

Parlicipation is mandalory ex@pl ftr members of he Legislafure, Govemment Seqelades, Head of Agencies and Public
lnstumentalilies, Assishnts to he Golemor, he Complroller ol lie Puerlo Rico, Gubemalodal Board and Committee appoinlees and
E&erimental Service Station employees. ERS provides retiremenl, deah and disatility benefits. Disability reliremenl benefls are
available to memb€c for occlrpalional and non{co.Dalional disabililies. Relirement benefib depend upon age at relirement and
number of years of crediled seryice. Benefts vest aner ten years of plan parlicipation.

Members ho have atrained at loast 55 years of age and have completed al leasl 25 years of creditable service or membeB who have
aflained at least 58 years of age and have compleled al least 1 0 years of creditable se ice arc enlited to an annual benefil, payable

moohly for life. fte amounl of he annuity shall be 1.5% of he average salary, as defined, mullidied by he number of years of
creditable service up lo 20 years, plus 2% of he average salary, as defned, mulliplied by he number of yeaas of creditable service in
excess of 20 years. ln no case will he annuity be less han $200 per monlh.

Participants who have cofipleted at least 30 years of qedilable seMce are entited to rec€ive tE l\,ledt Annuity. Parli.jpanls who have
nol attained 55 yearc of 6ge will receive up lo a maximum of 65% of tle average salary, as defined, or if hey have atbined 55 years of
age will receive up to a maimum of 75% of ho average salary, as defned. Disability reliremenl benefils are available to members lor
ocdpational disabiliiy up h a maximum benefit of 50% of he average salary, as defned. However, for non{cclrpational disability, a
member musl have al least 10 yea6 ol creditable sewices

The contibution requircments for bo$ employees and employels arc established by law and are nol acfuadally detemined. Employees
are rcquired to coitribute 5.n 5% for he flst $550 of monhly salary plus 8.275% for lhe excess of ll s amount, or on lhe altemalive,
8.275% of tlek monhly gross salary. The Municipalliy is required by A61 No. 447 to conbibub 9.275% of its employees' gross
salades.

16.
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,l7. PENSIO PLAN (conrinurlion)

Acl No. 1 of 1990 made certain amendmenls applicable to new parli.jpants ioining he ERS efeclive April 1, 1990. These dlanges
consist pdncipally of tle establishmenl of contibulions at 8.275% of heir monhly gross salary, an increase in he relirement age t0 65,
a decrease in he annuily beneft lo 1.5% ol fle average salary, as defined, for all years of deditable services, a decreas; in he
marimum disability, and deah benefts annuites from 50% lo 40% of average salary, as defined, 6nd lie elimination of he Medt
Arnuity for padicipants who have completed 30 yeals ot credihble s€rvices.

Law Numbe. 305 was enacled on S€ptember 24, 1999, ainended h€ Act Number 447 for he purpose of establishing a new prcgram
(Syslem 2000). Syslem 2000 became elfeclive on January 1, i000. Employees padicipaling in he curent system (ERS) as of
December 3l, '1999, may elecl eiher lo stay in he defined-benefit plan or transfer lo tle new program. Pe6ons joining he govemment
on or after January l, 2000, willonly be allowed to become members of System 2000.

Syslem 2000 is a hybrid defined oontibutjon plan, also known as a cash balance plan. lJnde. his new plan here will be a pool of
pension assets, whidr will be invested by he Sysbm, togeher wilfi tDSe of $e cunent defined-beneft plan. Benefts at retiremenl age
urll not be guaranteed by he Govemment. The annuity nill be based on a fomula whidr assurEs hat each year lhe employees'
contibulion (wilh a minimum of 8.275% up lo a maximum of 10%) of heir monhly salary, and will be invested in an account which will
eaher: (a) eam a fixed rate bas€d on he fuiqyear Conslant Mafudty Treasury Nole or, (b) ean a rate equal to 75% of lhe relum of lie
System's inveslrnent porfolio (net of management fees), or (c) eam a combination of boh alternalives. Parlicipants receive p€riodic

account statements similar to lhose of defined contribution plans showing heir acnued balances. Disability pensions are not being
granted under Syslem 2000. The employels' confibulions (9.275% of he employees' salary) tllill be used to tund he cunenl plan.

lf at lime of rclirement acormulated benefiis amounl lo $10,000 or less may elect lo rcceive a lump sum dislribution up to he
acdlmllahd benefils. Under he new ffoglam he lelirement age is redua€d lrom 65 to 60 for hcle employe€s wl]o ioined he cunent
plan on or afrer &ril 1 , 1 990.

Funding tollcy

The auhofly under which he funding policy and he obligalions to contibute lo tle ERS and System 2000 by he plans' membe.s,
employels and oher contibutng entilies (shte of municipal contibutions), are established or may be amonded by law.

Conhibulion requiremenls are established by law and ale as follows:

Iunicipality
Emdoyees:

Hired on or before Marci 31, 1990

Hired on or aie. April 1, 1990

Annuel Contibutio/l

Tolal employee contibutions b fle abovHnentoned plans dudng he year

endod June 30, 2009, 2008 and 2007 amounted to approrimalely
$1,094,023. The lrunicipality's contibulirhs dudng lho6e years are
rccognized as tohl pension exp€ndifurqc/geonses in tre category of
administsation as follow:

These amouflts represenled he 100% of he required conhibulion for he
coresponding year. Additionally, chang€s made in he types and amounls of benefb ofiered by special laws and costs of livinO

adjustnents, led b a on*time recommended contributio0 to fund he retroactve adjustnent related to the changes.

the Employee's Relirement System of he Go,,/emment of Puedo Rico provides addilional iitumalioi of he ERS and SFtem AO0.
they issue a publidy available financial rcport hat includes fnancial shtemenb and required slpplementary informalion hr ERS, as a
componenl unit of lhe Govemment. Tlat repoft may be obtained by wriling to he Adminislralion at P0 8ox 42003, Minillas Statjon, San

Juan, PR 0094G2003.

9.275% of gross salary

5.775% ofgro6s salary up to $6,600
8.275% of gross salary o,,ier $6,600
8.275% of gro6s salary

FISCA YEAR LAW NO.1,l7 SYSIEM 2000

2010 $ 234.450 $ 176.736

2009 240,922 175,835

2008 253,525 171,756
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't9.

cot{I[{GEt{ctEs

A. Cleinsa t &dgn.nb

The ilunicipallty is, al present a defendanl in a number of legal matb,s hat adse fr,om alleged improper apptication of poticies and
negligence in tle ordinary course of he Municipality's aclivilies. The legal counsel of he Municipatity has advised hat at ihis stage in
he pro{eedings of lawsuits he cannot offer an opinion as Io he probable outcome.

ln addilion, he *lunlclpality is a defendant or co{etundant in several legal proceedings, which are in discovery stage. Certain of hese
daims are covered by inslrance. Legal counsel wih he infumal,on dlrenlly available cannot debinine he finai outcome of liese
daims, Yrih he exceptjon of hree (3) lawsuits relabd b forceful expropdalion, to vrhich he legal counsel has eslimate a polenlial loss
of$10i,227. A.cordingly, tre financial slalements indude his provision in he Long-Term Uabilites.

B. F?denl Gnnts

ln he normal coirrse of operatons, he Munlclpallty receives granb fiom various Federal and State ag€ncies. The granl fiogmms ale
suuect lo audit by ag€nls of he granling autiofity, he purpose of which is to ensurc compliance wih condilions precedenl lo he
granling offunds. Any liability for rcimbuGemenl whidr may arise as the rcsult of hese audits is nol believed to be mateial.

CO MNMEI{IS

A operating Loases

The Munlcipality leases equipment under various operating lease agreements, whidr generally have tems of one year or less and are
automalicdly renewod for he same tem. Renbl e&€ndifuredexpenses reaorded in he general fund for he year ended June 30,
m10, amounbd to appodmalely $50,000. Management beli€',/es hat he summary of he tuturc minimum rcnhl commitnenis u0der
nonaancelable rcal prcperty and equipment lease wih terms exceeding one year is not mateial to he b6ic financial slatemenls taken
asa whole,

B, Co,nstrucfion

The Municipality had commitnents of approximately of $0.5 million for he corsfudon, improvemenls, or renovaton of several
facililies.

A. ET ASSETEFUI{D BALANCES RESIATEMEI{TS

A, l{6( Asrols RretrturrorCt

Dudng fie year, he Municlpallty adjusted he govemmenlal net ass€ts for rcdassmcaton of capital assets inventory and lhe
coresponding ac@mulaled depreajalion. The following sdedule reconciles lhe June 30, 2009 Net Assets, as prevjously r€ported to
Beginning Net Assels, as restaled, July 1, 2009, for Govemmenlal Activities.

N EI ASSETS RESTAIEIEI{T

Nellsseb, as Peviously Repoftd, JurE 30, 2009

,djustneil oi Ced'fcats or D€pcil hv€stns't

,diustnelllb cadblrsseb

NelAsssb, as R€sEEd, July 1,2009

$ 115,883,35r

310,570

{2,000,000)

4,145,0@

$ r18,338,927
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A. EI ASSEISFUiID BALATICES RESTATE EXTS

B. Ffid Balen.f,s Rettabnel/,b

Th€.following reconciles he June 30, m09 Fund Balance, as previously reported to Beginnjng Fund Eatance, as reslated, Juty j, 2009
for 0le va,bus funds:

GEI{EIiA!

FUI{D

SALES AI{O USAGE OTHEP

TAXES @VERI{ ET{TAL

FUIiID FUiIDS

Fund Bahnc6s, 6 Previously Rsportsd, June 30, 2009

TlaEb d Fu'd Bda[e t. Sal€. ad UsagE Ta(€s

Aq'uh€.t 0' Cst'[c2b d DeFEit rN€stn€rt

Bqrning Fut Edar€s, As R€.bbd, JLry 1, AG

15,6.46,058 $ 18,ru,104

(3,750,375)

(20@,0@)

$ 13,646,058

3,150,375

3,750,375 $ 15149,7n

ENO OF NOTES
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BudgatArcunl3
Odginal

15,037,282 $ 15,037,282 I 15,037,282 tBUDGEIARY FUiID BALAI{CE, JULY I, 2()M

Resources (lnlows)l

Propefly Taxes

VolurE of Business Taxes

lnbrgovemlEnbl Revenues

Lhenses and Perrib
lnbresb

Miscellaneous

Total Resources (lnflogr)

AfiDUnb Available br Appopriaton

Charges b Apprcprialions {Outlows):

Mayor and Munidpal Legislature

General Governfi!".ni

Public Sabty

Cufure and Recreaion

Healfi aod SaniHon
HunEn Serybes and !\blarc
Urban DevebprEnt

Capibloutays
Transtr b Ofier Funds

Tobl Charges b Appropriatons

BUDGETARY FUT{D BALACE, JUNE 30, 2OI()

8,336,793

5,056,750

2,480,629

1,215,s00

1,200,000

1,142,087

8,336,793

4,7U,750

2,243,489

1,529,922

1,854,851

1,301,733

9,154,746

5,388,135

2,243,867

1,811,044

244,373

822,708

817,953

653,385

378

281,122

(1,6r0,178)

(479,025)

19,a31,759 20,001,538 't9,661,873 (336,665)

34,463,041 35,038,820 u,702,155

3,392,817

7,631,088

1,266,S97

1,651,929

1309,272

3,918,425

1,671,016

27,587

227,924

2,414,850

2,823,248

6,532,882

863,251

1,395,213

1,209,078

3,123,128

895,241

110,573

2,411,850

(336,665)

569,571

1,0s8,m6

403,746

256,716

100,194

795,297

775,775

27,581

87,351

2,881,317

6,842,689

1,266,497

1,657,652

852,247

4,n4,425
1,497,832

149,100

19,431,759 23,511,905 19,397,462 4,114,443

11,526,915 15,301,6S3 t 3,n7,118r5,037,282

AclualAmunt3
(Budget.ry Basb) Variance fith

(See oteA FinalBudget

Se€ accohpanying flotes to REui€d Supplenenhry liiomlion
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BUB$ETARY coxPAR|soi{ SCHEDUIE - GEIERA FUIID
MUIICIPALTTY oF FAJARDo, PUERTo Rrco FoR THE FISCAI YEAR EIoED JUIE 30, 20, ll

NOIE A kpl.n.tion of DilteEncG Betrk€n Audgetrry hflor/E and Outftou6 ,nd cAAp RevenuG and ErpGndituB6

Sourc€.4nfhE of R.source!:

Actrd ArDunE (Budg€bry Sesis) 'Avaiabh tu ApproprEton' tom fie
Budgsbry Corparbon sdedut€ (S€e pag6 46)

Dlrence - Budgetb GqAP:

The Fund &hnce atte 8€ginning otYe€r b a budg€bry resource bulb nola
CurentY€ar Revenu€ br lnanciat reporlno purpoG€s

Tobltuvsnues as Reporbd on ts sbbrEnt ofcovemrBnht Funds Revenues,

&p€ndtures fld Chan$s h Fund Babnce (See Pago 21)

U$sroutflovE of R€.ourc€.:

Adrd AmunE (Budgebry Ba*, 'Tobt Charges b Appropri:{on' tom te
BudgsEy conpafton Sdledule (S€s Pags a6)

oihrence - Bldgetb GAAP:

Encnrbmnces br $pplies and equhrEntodered but nol Gc€n€d are ,eporbd
. . h he yoa te ordsr b pleced br budgeb.y reporhg purposss

PaynBob ot onojfiDrances ol prior year tat aro exp€ndfur€s br fnad, reporhg
purposas but are not oulo*s 6r budgehry purpo8.s

' ' Trai&rs b ot6r tunds are oufows of budgebry resources but arc nol

expendtures br lriandrl rcpofig purposss

ToblE(pendtures as R€porEd on te SbEnEntolcove nEnblFunds Revenues,

Erp€ndtur€s snd Changes h Fund Bahnce (S€€ Page 21)

$ 34,702,155

(15,037,2821

!___.EEq!4

$ 19,397,462

(917,394)

3&,0m

12,1'14,8$\

$ 16,366,218

t{OtE B Explall.llon of Dht rrnc6! B.tIpen Budgelary Fund Behnce .nd GMP Fund B.lanco

Budgetsry Fund Bahnc€, Jun€ 30, 2010 $ 15,304,693

Tifng Dbrenc€s:

Enorrtra[e 9'17,394
CanceHon of Pdx Year Enortthnce 269,285
Restiron iom Dsbred Revenues (2,506,262)

Pefipect,8 Dtrencss:

Due iom Oller Funds notAva able

Fund B€hnce, June 30, 2010 $ 14,529,863

END OF THIS SECTION



PART II

SCHEDULE OF EXPENDITURES OF FEDEML AWARDS
AI{D REPORTS REQUIRED BY GOVERNiIEI{T AUDITI'{G

STANOARDE AND OiIB CIRCULAR AN33
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SCHEoULE oF EIPEI{DIURES oF FEDCR L AwaRDs

FoR rHE Frscar YEAR EilDEo JutE 30, 2010

FEDEML GMr,noR / PAss THRoUGH

GRAMoR / PRocM^i oR CLUSTER TtlLE
CFDA ENI TY IDENTIFY Nc

U.S. oeparm$t d Agriorllure:

USDA - Rural De!€lopmenl:

Pass-Through Puedo Rico Departnent ol Educalion:

Child and Adull Care Food Program (USDA) 10.558 $ 10,560
420_780

431.340

241-2c{p429
241-2010-247

To€l U S. Depanme olAgricr]lole.

U.S. Deparlment of Ho(sing and ljban D€lelopmenl:

Communily Development Block Gmnd
EnriflemenrGEnts(CDBG) (C|usre0................... ...... ..

Cofifiunity Developmenl Bloct( Glanw Enilleme{
Granls (CD8G-R, - Recovery Acl Funded (Clusler) . ... .. ...

Subtotal Community Developmenl Block Grantg
Enfllemenr Granrs (CDBG) (Clusrer)... ... ... ... ... ... .... ... ... .

Seclion 8 Housing Choce Voocher Program .. .. .. .. ... . ..

Pas$Through Puerlo Rjco Family Deparlmenll

Homelqssness Prevenlion and Rapd RrHousing
Program {HRPR) RecoveryAd Funded

Pass-Tiough Pueno Rico Heal{r Depanmenl:

Housing Oppotunt€s for Persons wilh Al0S (HoPWA)..... ..

Tolal lJ.S. Deparlrnenl ol Housinq and Ubar Development...

lJ. S. Depanmenl of Healt! and Human Servic€s:

Pass-Though Administration for lhe Childhood Care
and lnlegral Developmenll

Ch d Care and Developmenl Blo.k G€nl ... ... ... ... ... .. . ... .

H6ad $an PoEam lclu$erl...

ARM - He€d SIan Progran (Closler) ......... ...
ARRA - Early Heed Sran PrDg.am (Cluster) . .. .. .. ... ... ... -

SublotalHead $an Program (Cluster) .... - --
Tol,al lJ S. Depanm€$r of Helth and Human S€rvices ... .. ..

l.l.S. Delanmenlof Transporlalion:

Federal TEnsil - Fomuia Granh (ljbanized Area Fornula
Drogram) -4RM..... -

TOTAL EXPEIIOITURES OF FEDERAI. ATIYARDS....,...,........,...,

S€€ acconpanying floles b S.hedule ol E peiditurcs or F€de'alArdds.

14.218

14.253

14_257

14_241

93.575

93.600

93.708
s3.709

u1,457

205.703

847.160

4{6.U2

57.643

1.371.189

105.883

3,696,645
225,369

155.280

137.282

4.215.176

14.871

2010,D54354

200&m09{20

241000{4F-2009
241000{4F-2010

241{m0{4F,2010

20 ill 162.172

$ff5Jno
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l{oTEs To SCHEDUIE oF ExpEIDIruREs oF FEDEML AwaRDs
FoR THE FIscAr YEAR EIoED JUI{E 30, 2O1O

1. BASIS OF PRESET{IATION

Tle accompanying sdedule of Expenditures of Federat Awards (he schedule) indudes he federat glant activities of he
Municipality o, Fajardo, Puedo Rico (tttunicipality). The infomalion in this Sdedute is pres€nted in ac.ordance with he
requircmenb of Office of Managehent and Budget (OMB) Circutar A-133, Audls of Stdes, Locat Govennents, and Non-
Paft Oqanhdions. Beaause he Sdedule pres€nts only a selected portjon of he opehlions of unicipality, il is not
inlended to and does not present he financial posilion, or ciange in nel ass€ts of he liluniclpallty.

Therefore, some amounls presented in t s Schedule may differ from amounls presented jn, or used in he preparalion ol
tie basic financial slabments. The itunicipality reporling enlily is defined in Note (l) {A) to he basic financial statements.
All federal financjal awards received directy from fedeml agency as well as fed€ral financial awards passed-tllough oher
govemmenl agencies arc induded on he Sdedule.

SUMiIARY OF SIGI{IFICAifT ACCOUI{TING POLICIES

A. Expendifures rcported on he Schedule are reported on tre modmed accrual basis of accounling- Sudr ependifurcs
a.e recognized following he cost principles conhined in Ot,{8 Circular A-87, c..st Prkciples for S:late and L1cd
Govemmert wherein cerlain lypes of expendifures are not allowable or are limiled as lo reimbuG€ment.

B. Negatve amounls, if any, shown on he SdEdule represent adjustnenls or d€dib made in lhe nomal course of
business to amounls reported as expenditures in prior years.

C. Pass-tllough enlity iden8ing numbeB are presented wherc available.

FEDERAL CFDA NUMBER

The CFoA numbeG included in his Sdredule are determined based on he Fogram name, review of granl contact
inforinalion and he Olfce of l\,lanagement and Budgets Cahlogue of Federal Domellic Assistance.

RELATIOI{SHIP IO FEDEML FINAiICAL REPORTS

Expendifures of federal awards are reported in he l{unicipality's Statemenl of Reve.ues, E-&€ndifurcs and Changes in

Fund Balancee Govemmenlal Fund as follows: Head Start - $4,215,1 76 and oher Govemmental Funds $2,070,584.

END OF NOTES
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II,IDEPENDENT AUDITORS' REPORT ON II{IERNAL COI{IROL OVER FINANCIAL REPORTING AI{D ON
COMPLIAiICE AND OTHER MATTERS BASED Ot{ AN AUDIT OF EASIC FIiIA CIAL STATETTEiITS
PERFORMED IN ACCOROAiICE WTH GOYERIVT'EATT AUUIING STANDARDS

To the Honorable liiayor and
Members of the Municipal Legislature
unicipality of Faiardo, Puerto Rico

We have audited tfle fnancial siatements of trc govemmental etiviti€s, eeh main tund, and fie agsregab
remalning turd infomation of Munlclpality of Fsjado, Puerto Rico (Municlpaltty) as of aM br lhe fscal year

ended June 30, 2010, Mrich collec{vely compise the Municipalitys b6ic fnancial statements and has issued our

report lhereon dated February 23, 201 1 . We conducted our audit in accordanc€ uib auditng staodads generdly

accepted in the unitod States of Amedca and be standads apdicabb b fnancial arJdits contained in GovenfiEnt
Audilir,rg Slandards, issued by ttrc ComptDller General of he UniH Statos.

lntemal Control Over Financial Repo ing

ln planning and perrorming our audit, y/e considered he Municipality's intemal mntol ot€r fnarpial lepoltjrlg as a

basis for designing our audiung procedures for puryose of exprcssing our oFinions on he basic fnanchl sbterEnls,
but not for he purpose ol expressiru an opinion on he eftctiveness of lilunicipalivs inbmal control o,/er financial

reporting. Acc{dingly, $e do not express an opinion on tE effectiveness of he ilunicipalltys intemai contol over

fnancialreporting.

Our consideraton of intemal cont ol over fnancial leporting was for he limited purpose described in UE plEceding

paragraph and was not designed to identify all deficiencies in inbmal contlol over fnaEial lepolling $at might be

signmcant defciencies or material v€akness and tlelehre, hele can be no assuEnce hat all defcierEies,

significant deficiencies or material weaknesses ha,re been identifes. Hov{ever, as described in he accompanying

Schedule oI Findings and Ouestioned Costs, we ilentifed certain deficiency in intemal contol over nnaflcial

repoding that T€ consider to be material u,eakness.

A denci(I]/cy in inlonal conlrol exists when he design or opeElion of a mntrol does not allo{, managernent or

employe€s, in the normal murs€ of perhrming fteh asigned funclions, lo plevent, or debct and corccl
misstabments on a limely basis. A rnalena, 5€ak ess is a defoiency, or ombination ol defcieicies, in intemal

conlrol, such that here is a reasonable possibility hat a mabdal misslatement of fle Municipalivs basic fnanclal

statements will not be pGvenbd, or detecH and mrecbd on a limely basis. We consider he defciency descdbed

in the ecompanying Schedule of Findings and Ouestioned CoGb as item 201Gll{1 b be material weakness.

Compliance and Other ifufiels

As part of obtaining Easonable assurdnce about wheber the unicipaliys basic fnarcial stabments arc ftBe of

matedal misslatement, we perforned tests of its complianc€ viih ceftain povEions of laws, rcgulations, cont"acts

and grant aoreements, noncompliance wih N,hich could have a dirEct and material efied on tle determinatlr of

fnancial slalement amounts. However, p{Dviding an opinion on compliance wih those pmvisions was not an

objective of our audit and, mordingly, vJe do not expBss such an opinion. The €sults ol our iesb disc|ced no

inahnces of noncompliance or other matteF hat aIE lequircd to be rcported udet Govemnettt Auditkg Stardads.

rm*otltr r..r lB M or cdd0c Pulllc AcootrLiL (xcl )
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INDEPENDENT AUDITORS' REPORT ON IITERNAL CONTROL OVER FINANCIAL REPORTING AilD O?@
COMPLIAI{CE AND OTHER MATTERS BASED OiI AT{ AUDIT OF BASIC FII{A CIAT STATEIXET{TS
PERFORT'ED IIi ACCORDANCE wlTH GOYERI{i'EI{TAUDIT' G STAIYDARDS
To the Honorable lrayor and
llembers of the Municipal Legislature

l'lunicipality of Faiardo, Puerto Rico
Page 2

Municipality's response to lhe fndings identifed in our audit is described in tle accompanying Schedule of FindirEs
ard Queslioned Co6b. We did not audit the l'lunicipalit]rs rEsponse and, accordingly, we expEss no opinion on it.

This report is intended solely for the information and use offre management, l ayor, Munbipal Legislature, Office oI
the Commissioner of Municipal AflaiB, and lederal auading agencies and pass-trnough entities and is not intended
to be and should not be used by anyone other than ttEs€ specified partjes. Holilever, his Eport is a matter of public
record and its disfibution is not limited.

I

tPn P4'\/th1'^&. frar' d' aSShsEh
CPA DIAZ.i,ARTINEZ, PSC
Certified Public Accountants & Consultants
License Number 12, expires ofl Oecember 1, m13

Caguas, Pueflo Rim
February 23, 201 1

a586SEL
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II{DEPENDENT AUDITORS'REPORT ON COMPLIAiICE WTH REQUIREMENTS THAT COULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MA'OR PROGRAITI AiID OII I},ITERI,IAL COI{TROL OVER
COMPLIANCE IN ACCORDAiICE WTH OMB CIRCULARA.I33

To the Honorable Mayor and
Members of the Municipal Legislature

Municipality of Fajardo, Puerto Rico

Compliance

We have audited lrunicipality of Faiardot Pue o Rico (lilunicipality)'s compliance yrih he typos of compliarce
requirernenb described in tite OMB Clircular A-r33 Complisrrcf. Supplunont tlat could have a dicct and nntedd
eflect on each of Municipality's major {ederal pmgrams for tre fscal year ended June 30, 2010. Hunicipalitys
major lederal programs are identiied in tre summary of audilors' result section of he {ompanyirE Schedule of
FindirEs and Questioned Co6ts. Compliance with the requilements of laws, rcgulations, contEcb, and glanb
applicable to each of iE major fedelal progEms is he responsibility ot dle Municipalltys management our
responsibility is to express an opinion on Municipality's mmpliance based on our audit.

We conducted ow audit of complianc€ in acodance with auditing slandards generally mcepted in he UniH States

of Ameriri tlE standards applicable to fnancial audib contained in Goyemnerf Audili1g Staldard& bsued by tE
Comptroller General of the United States; and OMB Circular A133. Those standads and OMB Circular A-133
requiE hat we plan and perbrn he audil b obtain Dasonable assurance about 'rre$er noncompliance wih tle
types of compliance requirements relened to above thal could have a direct and matedal efH on a maFr federal
program occuned. An audit includes examining, on a bst basis, evidence about Municipaliys mmpliance wift
those rcquirements and performing such other prmedules as ne considerEd necessary in he circumhnces. We

believe trat our audit pmvides a reasonable basis br our opinion. Our audit does not povide a legal debrminatiolt of
Munlclpalivs compliance wih lhose lEquiremenb.

ln our opinion, the Municipatity complied, in all fiEtedal Bspects, with fE mmpliarr€ requircrnents rcfeflEd to above

that could have a direct and matedal eflect on each of ib major Herd progcms for tE fiscal year eflded June 30,

2010.

lntemal Control Ovor Compliance

ti4anagement of Municipality is responsible tor establishing and maintainlng efledive intemal contol over

compliarce with iequiremenb of laws, rcgulations, mnlreb, and granb applicable b federal programs. ln planning

and performing our audit, u,e considecd Municipality's intemal contol over compliance with fie requiremenb ha[
could ha\,e a direcl and mabrial efect on a maior federal pmgram to determirE the audiUng prcc€dures for fle
purpose of expressing our opinion on compliance and to test and cport on intemal conbol over compliance in

4cordance with OMB Circular A-'133, but nol for fre puDose of expEssing an opinioo on tE efecliveness of
intemal contml ove. compliance. Accodingly, ',/e do not express an opinion on fE effectiveness of lilunlcipality's
intemal control over compliance.

!.6b. o[ xf,non hrird. d cnur.d tubii ldolibB [ricrr0
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INDEPET{DEI{T AUDITORS'REPORT ON COMPLIANCE WITH REQUIRETIEI{TS THAT COULD HAVE A
9F.E T Ar{D MATERTAL EFFECT Or{ EACH ti,tAJOR PROGRA A}tD Oil- imeiiilr- corrnol ovrn
COMPLIANCE II{ ACCORDANCE WTH OMB CIRCULAR A.I33
P4e 2

l^!^r^Yn::::y1 ,*trot over comptiance exjsts when the design or operation of a contol over comptiance

lTj-Pt-:,':y ,:n*"rent or employees, in the-normal coulse of performing t€ir assign€d functjons, to prevent, or
oereq am corect, noncompliance wifi a type ol conpliarrce requirement of a federal program on a linreiy basis. Anaterid we*ness in inlemal contol over compliance is a deticier'y, or combination oif defciencies. in inbmal
control over compliance; such that there is a rcasonable possibility'fEt material norrcomplianc€ wih a type o,
compliance requirement of a federal pmgram will not be prcvented, or det€cted and conecled,'on a fimely basis.

Ou consideration ol intemal control over complianc€ was for the limited purpose describ€d in he fGt paragraph of
this s€ction and.was not designed ro identi,ry aI deficiencies in intemit iontor over compriance dd ,iight b"
defciencies, signifcanl deficiencies, or material 'deaknesses. We did not identify any defcien;ies in intemal ;nfd
over compliance lhat w€ consider to be nater'al weak ess, as described above.

This rcport is intended solely hr the infomtion and use of fE management, l ayor, Municipal Legislature, Offce of
the commissioner of Municipal Affairs, and fede.al awarding agenciei and pas-tuough eni,tils a.d is not interded
to be and should not be used by anyone other than these specifed parties. Horever, his report is a matt€r of publb
record and its disfibdion is not limid.

tPA fi14-\1,"il"h, ?sc
CPA DIAZ-MARTIKEZ, PSC U

Certifed Public Accountanb & Consultaats
License Number 1 2, expircs on December 1 , 201 3

Caguas, Pueflo Rbo
February 23, 201 '1
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PART III

FINDII{GS AND QUESTIONED COETS
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COTfloIUEALIH oF PUEsro Rco
IIUilIGIPALrIY oF FAJAROo, RJERIo RJco

SCHEDUIE oF FrlDrilGs a[D QuEsIoilED CosTs
FoRTHE Frscal YEAR E oEDJUNE30,2010

SEfiloN I - SUMMARY oF AUo[oRs, RESULIS

Firarcib, S-ralrmorCt

Type of auditors' report issued:

lniemal control over fi nancial reporlingt

o Matedalweakness (es) identifred?

a Significant deficiency (ies) id€ntified?

Noncompliance matedal lo fi nancial statemenis noted?

E Unqualifed opinion tr Qalified Opjnion
tr AdveB€ opinion D Dis.laimer opinion

I Yes

tr Yes

E Yes

trNo

E None Reported

8No

fual Awads

lnbmal cootrol o,r€a major plograms:

a Mabialr/eakoess (es) identified? tr Yos E No

.: a s&nifcant defciency (ies) ident'fied? D Yes E None Regorbd

. Type of audilors' repod issued on compliance fo,
M4or Prograns: E tlnqudified opinlr tr Qualifed opinion

tr M,re6e Opinim tr Disdaimer opinion

Any adit fndings disdosed tEt are requircd to be repo.bd
in accordance nih Seclion 510 (a) ofoMB CirqJlar,+'133? trYes E No

ldenlificalion of l\,lajor Programs:

CFDA Numbe(s) Name of Federal Prcg€m or Cluster

1 0.558 Child and Adull Care Food Program (USoA)

14.218 Community De!€lopment Blo& GandEntitements Gmnt (Cluste.)

14.253 ARRA - Community D€velopmenl Blocl Grants/Enlitemenls Grant (Cluster)

20.507 ARM - Federal Transit - Formula Granls (Urbanized Area Fomula Prcgram)
93.600 Head Slarl Program (Cluste4

93.708 ARRA - Head Start Program (Cluster)

93.709 ARRA - Early Head Start Prcgram (Cluste0

Dollar hreshold used to dislinguish belween
Type A and Type B Progmms:

Audite€ qualified as low-isk auditee?

$300,000

tr Yes ENo
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CoflffinEArTH oF puERto Rtco
llui[ctparry oF FA,ARDo, RJEmo R co

ScHEDur-E oF FtlDtilcs ailD euEslot{ED Co$s
FoR THE FrscaL YEAR EroED JuilE 30, 20t 0

SEcroN ll -FrNANctaL STATEMENTFtNotNGs

FINDING REFERENCE NUMBER

TYPE OF FIiIDING

CRITERIA

20i0. -{tt

MATERIAL WEAKNESS II{ PREPAREO FINANCIAL STATEMEiITS

Codificalion of Stalement on Auditing Shndards 115, Communicaling tntemal Conhot
Related Matlers ldentified in an Audit (AU S 325.1n stabs hat defciencjel idenlilied
du ng he audil lhat upon evalualion are considercd significanl deficieflcjes or matedal
weaknesses un(hr tfii6 S€clion should be communic€led, in wliling, to management and
hose drarged witt govemance as a part of eadl audit.

Paragraph 5.10 ofhe Goyemne Auditing S:tandardsstates he follows:

5.10 For fnancial audits, induding audits of financial statemenb in whidl auditoE
provide an opinion or disdaimer, audjtoJs should report as applicable lo he obieclives ol
lhe audit, and based upon he audil rcft performed, (1) signific€nt deficjencies in
intemalconhol, identrying hos€ considered lo be material $€aknesses; (2) allinstances
of iaud and illegal acts unl€ss inconsequential; and (3) Volalions of provisions of
conbacts or granl agreemenls and abuse hat could have a male al effect on lhe
fnancial sbtemenls.

Dudng our audit we noled male al misstalemenls hal requircd silnifrcant adiustnents lo
beginning Net Assets/Fund Balance in lhe fnancial shtements prepared by he
Munlcipality.

The Municipality incorecty presented he amount of revenues in he General Fund.

The financial statemenls prepared by he uricipallty required a reslatemenl of tie
beginning balance of he Net Assets/Fund Balance.

We recommend lhe unicipality to design and impl€ment intemalcontrol prccedurcs in
order lo ascedain hat all revenues are adequately rcognized and presenled.

CONDITION

CAUSE

EFFECT OR POSIBLE EFFECT

RECOMMENDATION

RESPOiI$BLE OFFICIAL'S
RESPONSE AND CORRECTIVE
ACTION PLANNED

IMPLEMEI{TATION DATE

RESPONSIBLE PERSON

Sysbm and procedures will be reviewed.

June 30, m11

Mls. Mada l. Col6n, Finance Direclor



cofrcrltErf,TH OF ttUEnf,O Rlco

t uilrcrPAlnY oF FAJARDo, PUERTo Rlco

ScHEOULE OF FITIDIIGS AID OUESTOflED COSTS

FoR rtiE FlscAL YEAR ErloED JuilE 30, 2010

SEcTIoil lll - FEDERAL AWARD Fttlotrlos mo q 
'esroleo 

Coss

}IO }IATTER IS REPORTED.

END OF SCHEDULE
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CorfoftE LTH oF PuEnro Rro
i,UilEIPALITY oF FAJARDo, PUEf,Io RIco

Suf,faRy ScflEDULE oF PRtoR AUDII F DrilGs

FoR rrE FrscAr- YEAR EIDED JulE 30, 2010

(l) Audit Findings that have b.6n Fully Conr.t d:

NONE

(2) Audh Flndlngs not Conrded or Padally Cor.ct d:

FISCAL YEAR 2IXI9

Finding ilumber 2m9[L0t Allorv.bl€ Co3tcost Ptlncipl..
l\,looibdng and doqmentalhn of procedures relabd b he l-lousing

Rehabilihlion Assistance Program.

CFDAilunber 14.218

Questioned Co6t None

Auditee Comments Pending of fnal debminalioi of he US Depatnent of Housing and Udan
O€vdopment

(3) Conecttve .c{or t ker b sigdficandy difhcnt ftom cone.live aclion plwi@sly r€pottod:

. NONE

- ' (a) Audlt fndlngs tB no looger valu:

NONE

END OF SCHEDULE
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