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INDEPENDENT AUOITORS' REPORT

To the Honorable Mayor and
l\runicipal Legislature

lVunicipality of Fajardo
Fajardo, Puerto Rico

We have audited the accompanying frnancral statements of the governmental ac.tivitjes, eachmajor fund and the aggregate remaining fund rnformatron of tne fuunicrfitity of Fajardo, as ofand for the year ended June 30,201r, whrch cofiectrvety compnse 1ie Utunicipatity,s basicfinancial statements, as listed in the table of contents. Tfrese'flnancial statements are theresponsibility of the Municipaljty,s management. Our responsibtltty ,, fo 
"ipr""" 

optnions on
these financral statements based on our rudrt

We conducted our audit in accordance with auditing standards generally accepted in the UnitedStates of America and the standards applicabte tio financiaf a"uatG iJnlainlO in couernrnent
Auditing 

.standards, issued by the comptro er General of the united states. Those standardsrequire that we pran and perform the audit to obtain reasonabre assuiance aoout whether thefinancial statements are free of material misstatement. nn auO,t inclra"" er"mtntng, on a testbasis, evidence supporting the amounts and disclosures in tne rinaniiar staiements. An auditalso includes assessing the accounting principtes used anO the significini ;stimates made bymanagement, as well as evaluating the overall financial statemen-t presentation. We believe
that our audit provides a reasonable basis for our opinions.

ln our opinion, the financial statements referred to above present fatrly, rn all material respects,the respective financial position of the governmenlat ;cttvrties, 
"6if, ,ajo, fund and theaggregate remaining fund information of the Munrcipahty of Fajardo as of Ju;e 30, 2012, and

:1,:.r::!::g:-"11!9es in linancrat position thereof ior the fiscjt year then endeo in conrormtty
wrn accountrng pancrptes generally accepted tn the LJnited States of America

ln accordance with Government Auditing Standards, we have also lssued our report dated
l\rarch 1, 2013 on ou. consideration of th; Municipality's internat controt oveifinancial reporting
and on our tests of its compliance with certain provisions of laws. .egulations. contracts, grantsi
agreements and other matters. The purpose ol that report is to describe the scopeif our
testing of internar contror over financrar reporting and compriance and lhe resurts of that testing,
and not to provide an opinjon on the internal conlrol over ftnancial reporttng or on compttance.
That report is an integrar part of an audit performed in accordance wrth G;vernment AuditingStandards and should be considered in assessing tne resutti of our audit

Suire l5l. PO Bo\ 1)150. Srn luatr



Accounting principles generafly accepted in the united states of America requrre that themanagement's discussion and Analysis on pages 3 to i 5, be presented to supplemenl the basicrnancrat slatements. Such rnformatron, although not a part of the basic financial statements, isrequired by the Governmental Accounting sta;dards Board who considers it to be an essentialpart of financial reporting for placing the basic financial statementi in an appropriate
operational, economic, or historical context. We have applied certain limiied p.ocedures to the
required supplementary information in accordance wth audrting standards generally accepted in
the United States ol America, which consrsted of rnquiries of minagement ;;out the methods ofpreparing the information and comparing the informatton for coniistency with manaoement,s
responses to our inqulnes. the bastc financial statements, and other kn;wledge we 

-obtarned

during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the rimited procedures do not provlde us with sufiicient
evidence to express an opanion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectjvely comprise the Municipatity of Fajardo,a financial statements. The schedute of
expenditures of federal awards, as required by Office of l\,ranagement and Budget Circular A_
133, Audits of States, Locat covernments, and Non-profit Orlanizations (Circ-utar A_133) js
presented for purposes of additional analysis and is not a required part of the financial
statements- Such information is the responsjbility of managemeni and was derived from and
relates directly to the underlying accounting and other rec6rds used to prepare lhe financial
statements. The information has been subJecled to the auditrng procedures applied in the auditof the flnancial statements and certain additional procedires, rncluding comparing and
reconciling such information direcfly to the underrying accountrng and othe-r records used to
prepare the financial statements or to the flnanciar statements the;selves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. ln our opinion, the schedule;f expendituies of f6Oerai 

"*aJ" is farrty stateO in all
material respects in relation to the financial statements as a whole.

San Juan, Pue(o Rico
[rarch '1, 2013

The stamp E16558 was a
to the originalofthis

,r4*r, Vr*,. .^ c

ORTIZ. RIVERA: RIVERA & CO,

Su'al5l.I'OBox70150.Sinlu.n.PR009.167150.Phoie(?8?r7s6'8i2l.Fa\(787)171.0562



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

MANAGEMENT'S OISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30,20.I2

The following discussion and analysis of the Municipatity of Fatardo, linanciat performance
provides an overview of the Municipality's financial activities lor the liscal year ended June 30,
2012. Please read it in conjunction wilh the financiat statements which lo ow this section.

FINANCIAL HIGHLIGHTS

Highlights lor Government-wide Financial Statements

The government-wide financial statements repon intormation about the Municipality as a whole
using the economic resources measurement focus and accrual basis of accounting:

. The assets of the Municipa ty, on a governmentwide basis, exceeded its tiabjtities at the
close of fiscal year 2012 by $144,333,015 (net assets).. Revenues increased by $5,917,196 and expenses increased by $14,965,5m in
comparison with year 201'1.

. Net change in net assels amounted to $4,309,110, an increase wilh
(2011)net change.

Highlights ror Fund Financial Statements

respect tO prior year

The lund iinanciat statements provide detaited inlormation about the l\,lunicipatity,s most
significant lunds using the current linancial resources measurement locus and modified accrual
basis of accountingl

. At the close ol the current liscal year, the Municjpality,s governmental lunds reported
combined ending fund batances al $96,725,124 an increase ot $25,958,204 in
comparison with the prior year.

. The General Fund reported an excess ol revenues over expenditures and other
financing uses ol $2,328,255 and an unassigned fund balance of g.t7,821,689.
Unassigned fund balances decreased by S1 ,926,3741rcm Wiot yeat.

General Financial Highlights

. The inveslment in net capital assets as of June 30, 2012 was 594,322,956 (net of
related debt).

. Long term debt general and speciat obligations increased by S22.399,000 approximatety
116"/" wth respect to prior year balance_

. Other long term debts decreases and nel reductions ,rom payments amounted to
5873,847, respectively.

. On a budgetary basis, actual revenues exceeded actual expenditures by 510,234,731,
revenues increase was mainly due an increase ot $4,352.43.1 in miscellaneous
revenues, and the Municipality realized economies, principally in general administration
s4,092.971.



OVEBVIEW OF THE FINANCIAL STATEMENTS

The Municipality's basic financial statements comprise three components: (1) management
discussion and analysis (presented here), (2) basic financial statements, and (3) required
supplementary inlormation.

ffi
w@ffi

COMMONWEALTII OF PUERTO RICO
MUNICIPALIW OF FAJARDO, PUERTO RICO

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAF ENOED JUNE 30, 2012

The Municipality's basic linancial statements consist of two kinds of statements, each with a
dilferent view of the Municipality's finances. The government-wide financial statements provide
both long-term and short-term information about the Municipality's overall financial status. The
fund financial statements focus on major aspects of the Municipality's operations, reporting
those operations in more detail than the government-wide stalements:

Basic Financial Statements

. Government-Wide Financial Statements

The government-wide statements report information about the Municipality as a whole
using accounting methods similar to those used by private-sector businesses. They are
prepared using the flow of economic resources measurement focus and the accrual
basis of accounting. The first government-wide statement -the Statement ol Net Assets-
presents inlormation on all of the Municipality's assets and liabilities, with ihe difference
between the two reported as nel assets. Over time, increases or decreases in the
Municipality's net assets are an indicator ot whether its financial health is improving or
deteriorating. Other nonJinancial factors such as the condition of the Municipality's
roads and other infrastructure may need to be considered to assess the overall health of
the Municipality. The second statement - the Statement of Activities - presents
information showing how the net assets changed during the year. All of the current
year's revenues and expenses are taken into account in the statement ol activities
regardless of when cash is received or paid.

-4-



COI'MONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDEO JUNE 30, 2012

The government-wide statements, reports as governmental activities the Municipality,s
basic services such as public safety, public works, health and sanitation. culture and
recreation, solid waste disposal, human services and welfare, and community
development; education and general administration. These activities ate ptimarili
financed through property taxes, other local taxes and intergovernmental revenues.
lncluded in the governmental activities are the governmental fun;s.

. Fund Financial Statements

The fund financial statements provide more detailed jnformation about the Munjcipality,s
most significant funds. Funds are accounttng devices that the Munictpality uses to ke;p
track of specific sources of funding and spendtng for particular purposea. Some funds
are required by Federal and Commonwealth regulations, as well by bond covenants.

The Municipality's basic servjces are included in governmental funds, which are used to
account for essentially the same functions reported as governmental activities in the
government-wide statements. However, unlike the government-wide statements, the
governmental funds are prepared using the flow of current financial resources
measurement focus and the modifled accrual basis of accounting. Under thiS approach
the financial statements focus on near-term inflows and outflow;of extemal resources,
as well on balances of expendable resources avajlable at year end. Consequenfly, the
governmental fund statements provide a detailed short_term vlew that helps the r;ader
determine whether there are more or fewer financial resources that can be spent in the
near future to finance the Municipality,s programs. Because this information does not
encompass the additional long-term focus of the government_wide statements, additional
information is provjded on a subsequenl page that explains the relationship (or
differences) between the government-wide and fund statements.

The governmental fund statements focus on major funds. The Municipality,s major funds
are the general fund (which accounts for the main operating activities of the Mu;icipality)
and funds thal complies with a minimum criterion (percentage of the assets, liabilities,
revenues or expenditures). Funds that do not comply with this criterion are grouped and
presented in a single column as other governmental funds.

. Notes to the Financial Statements

Provides integral information needed to explain the basis for the numbers used wathin
the Basic Financial Statements and provide more detailed data.

Required Supplementary lnfomation

Provides additional information to better understand lhe financiar position of the Municipality and
contains the Budgetary Compa.ison Schedule for the General Fund.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDEO JUNE 30, 2012

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Assets

The following tabre presents a summary of the statements of Net Assets as of June 30. 2012
and 201',|

Net assets (assets over liabilities) may setue over time as a useful Indicator of a government,s
financial positaon. Net assets for the year decreased, with respect to prior year as restated. The
most significant changes were an increase in restricted assets of $ j5,265,9i6

Table I

Currert and non-curenl assets
Caprtal assels

TotalAssets.

Commonw6alth of Puerto Rico
lUunicipality ol Fajado, Puerto Rico

Statement of llet Assets
As of Jun. 30, 20l2and 2011

Curreil lab ities
Deferred tevenues...
Long-tem liabiliUes (As Reslated). ..

Total 1iabi1ities................................
lnveslmenl in capitalassels Net of

Relaled Debl .......... ........
Reslricled.....
Unrestricled (As Reslaled) . .. ..

Total Nel Assets..............,...............

2012

$1A7,282222
94.322.856

20i.605,078

10 381 001

6,176,615
40.714.447

57.272.063

85,414,444
40,309,593
18 608 978

$ 14,1-331015

20't1
$ 78,069,026

89 772.A20
167,81r.046

2,569.458
6145 063

19.102.620
27,817.141

85,426,207
42322,455

12675.643

t-i4.02r.905

assets must be provided from other sources,
for the purposes of retiring debt.

The largest portion of the
Municipality's net assets
reflects its investment in capital
assets (e.9., land, buildings,
equipment, and infrastructure)
lor $85,414,444 total capitat
assets ($138,278,037) tess
accumulated depreciation
($43,S55,181) and less any
related outstanding debt
($8,908,412) used to acquire
or construct those assets The
Municipality uses these assets
to provide seryices to its
citizens and consequently,
these assets are not available
for future spending. The
resources needed to repay the
debl related to these capital

because capital assets are not generally liquidated

Restricted net assets represent resources that are subject to external restrictions on how they
may be used

Unrestricted net assets are the part of the net assets lhat can be used to finance day_to-day
operations without constrains established by debt covenants, enabling legaslation o. other teg;t
requirements.

As of June 30,2012lhe Municipality presented unrestricted net assets of $18,608,978 Thjs
balance was affected by long term obljgations such as compensated absences $1,g1g,g1g and
other debts for the amount of $476,303 for which the i,Iunicipatity did not provide funding rn
previous budgets. Historically, such obligations have been budgeted on a pay as you go basis
without provtding funding for their future liquidation

-6-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Chanqes in Net Assets

The following table summarjzes the changes in net assets for the years ended June 30, 2012
and 2011

Table 2

Revenuesi
Program Revenues:

Capital Grants and Contribulions.......
Operating Granls and Contdbutions...

General Revenues:
Property Taxes.. ......... ..... ....... .... ...

Volume of Business Faxes
Sales and ljsage Taxes... ........
Construction Taxes.............................
1nter9ovemmenta1........... ...................
Other General Revenues
Totalrevenues

Expense
General Administration
Public Salety
Public Works

Culture and Recreation
Heallh and Sanitalion
Human Services and Welfare ... ... ...

Public lnslruction
Urban Development. ... ... .. ....

lnterest Cost . ....

Totalexpenses ... ...

Chanqes in net assets
Net assets - beginning

Net assets - ending........

Commonwealth of puerto Rico
Municipality of Fajardo, Puedo Rico

Changes in Net Assets
For Fiscal Yea6 Ending June 30, 20i2 and 2011

2012

$2,683,365
7,411.451

12,454,886

7,717,099
3,507,022
1,147,822
1,791,241

5.258,913

41,977.799

17.592,334

913,616

2.942,026
952,359
337,145

1.322,988
7,588,097

5,505 861

513.663

37.668.689

2011

$
9,217,241

11 397,583

8,408,328

3,730,994

535,228
1,775,359

995.870

36.060.603

11,885,109

834,861

2,803,382

845,109
194,315

1.302 247

4,324,413

513.663

22.703 099

4,309,1t0 13,357,504
140 023,905 126 666.401

$r44,!!@I 5140Ja3105

as Restated'..

-7 -



Figure I presents
past two years:

COMITIONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 20I2

revenues comparison by sources of the governmental activities during the

FIGURE I

Commonwealth of puerto Rico
Municipality of Faiardo, puerto Rico

Revenues by Source-Govermmental Adivities
FiscalYea.s ended June 30, 2011-2012
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COTIIMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FAJARDO, PUERTO RICO

TMNAGEi'ENT'S DISCUSSION AND ANALYSIS

FOR TI{E FISCAL YEAR ENOED JUNE 30,2OI2

Figure 2 presents expenses by funclion of the govemmental
2011-2012:

actavities during the fiscal year

FIGURE 2

Commonwealth of Puerto Rlco
Municlpality of Faiardo, Puerto Rlco

Expens6 by Function
Fiscal Year 2012

16000000 _-
14000000

12000000

10000000

8000000

6000000

4000000

2000000

o

t 2012

Approximately 5% of the Municipality's revenues came from intergovernmenlal, 32o/o fuom
property taxes, and 3% from other sources. The lvlunicipality,s expenses cover a range of
services. The largest expenses are general administration with b2%, public works with 12%,
health and sanitation with 1ol0, public safety with 4%, and human services and welfare with 6%.
Program revenues ofthe lrunicipality covered 20olo of total expenses.

With respecl to prior year, revenues decreased by approxamately 95,917,196 or 4%, principally
on capitalgrants and contributions, property taxes and construction taxes.

Expenses increased 22% or $14,965,590 in comparison with 201'O year. Significant increases
were registered on beneflts to employees, and donations and services incuned for the benefit of
the community.

-9-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF FAJARDO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30. 20I2

The following table focuses on the cost of each of the Municipality's largest functions/p.ograms
as well as each functions/program's net cost (totat cost less fee; gen;rated by the prolrams
and program-specific inlergovernmental aid): -

TABLE 3
Net Cost of Municipatity's Co-emmintat lctivites

Fiscal years ended June 30,2012
TotalCost of Services l{et Cost of ServicesFunctioN/Programs 2012 2011

Gen€ral Adminisrraton

Culu.e and Recreation

Human Seryices and Welfare

s17.592.334
913.616

2 942 026
952,359
337,745

1 322 988
5,505 861

8.10r.760

11 885.109
434.861

0
845,109
194.315

1 302,247
2.803 382
4 838.076

s(17 592.334)
(913 616)

12.942.026)
(952.359)
(337 745)

(1.322 988)
(3 081.229)

431 5

s8,775.884
83,ta5l

0
845.109
194 315

1 302,247
1,019,779

s37 668.689 s22 703.099

513 663

513 485.858

Some of the cost of governmentat activities in 2Oj2 was paid by those who direc y benefited
from the programs and other governments and organizations that subsidized certai; programs
with grants and contributions The $27,573,873 net cost of services was substantialy co-vered
by other general revenues including property, volume of business license taxes and
intergovernmental.

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

Governmental Funds

The focus o[ the lvlunicipality's governmental lunds is to provide information on near_lerm
inflows, outflows and balances of resources available for spending. Such information is useful in
assessing the Municipality's financing requiremenls. ln particular, unreserved fund balance may
serve as a useful measure of a irunicipality's net resources available at the end of a fiscal year.

For the fiscal year ended June 30, 2012, the governmental funds reported combined ending
fund balances of $86,725,174, a net increase of 925,958,204 in comparison with the prior year
Th,s increase was caused primarily by a net change in the non-major funds corresponding to
the uses of prior years fund balance Oflotal combined fund balances, $16,gog,7OO constitutes
unassigned fund balance of general fund which was financed by the used of state assignments
fund. The remainder of fund balance is reserved to indicate that is not available for new
sPending.

10 -



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO. PUERTO RICO

MANAGEMENT'S DISCUSSION ANO ANALYSIS

FOR THE FISCAL YEAR ENDEO JUNE 30,2OI2

The general fund is the operating fund of the Municipality. Unassigned iund balance of the
general fund represents approximately 21% of total ending general fund balance. For the year
ended June 30, 2012, the fund balance of the general fund increased by $2,238,255 when
compared wilh the prior year. The principal component of the net increases is an excess of
revenues over expenditures.

GENERAL FUNO BUDGETARY HIGHLIGHTS

The general fund o.iginal budget for the fiscal period 2011'2012 presented an increase of 50/6

!]t!t.r9:qect to prior year budget. Ouring the fiscal year budget revenues were increased by
$731,787 due to a revision of original estimate of property taxes and intergovernmentjl
revenues. The Municipaljty does not included as an amendment to the budget the reduction on
projected revenues in property taxes and miscellaneous revenues. Budgei expenditures were
amended during the year in accordance with additional revenues and fu;dions estimates (see
Fiquro 3 below).

FIGURE 3

Commonwealth of puerto Rico
Munlcipality ot Faiardo

Fiscal Years Ended June 30,2012 and 2OU
Budgetary Comparison

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

0

The increase of $7,996,476 between revised budget and actual expenditures was due mainly to
reduction in revenue as explained in the preceding paragraph in excess of economies in some

.a' .a

,a_

functions. The Municipality reported less expenditure than appropriations in those functions for
payments to purchase of supplies, prolessional and nonprolessional services, and solid waste
disposal.

11 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENOEO JUNE 30, 2012

CAPITAL ASSET ANO DEBT ADMINISTRATION

Capilal Assets

At the end of the fiscal year, the Municipatity has invested $94,322,856 (net of accumulated
depreciation) in a broad range of capital assets, including buildings, land, and equipment. This
amount represents a net decrease of $4,550,836 or 5olo from the prior year.

TABLE 4

Commonwealth of Puerto Rico
Municipality of Faiardo, Pue.to Rico

Capital AsseE (Net)
As ofJune 30 20.12

The Municipality acquired a total of $352,148 of capital assets during the fiscal yeat 2012_20j1
as follows:

. Acquisition of Equipment and Vehictes - $16'1,455. Buildings and lmprovements -$190,693

Other projects related to repair and maintenance of roads (not capitalized) was developed
during the fiscal year 2012.

Governmental Activities

NON,OEPRECIABLE ASSETS
Land

Others
Total non d.preciable capital assets

Dep.eciable assets:
Buildifigs
Equipmenl and Vehicles
Heavy Equipment
lnfrastructLr re
Total accumulated depreciation
Total

$42,356.505

765.615
43.',t22.120

44,457,881
3 908/25
5,479 365

41,310,246
143.955.181)
$ 1t32Af,50

$ 42,123225

765.615
42.888.840

44,457,881
3,473,482
5,254.979

36,157,759
42.460.921)

ii9J72Jt2o



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENOED JUNE 30, 2012

Figure 4 below present the components of capital assets during the fiscal years 2012 and 20.1 
.1:

50,000,000
40,000,000

30,000,000
20,000,000

10,000,000

0

FIGURE 4

Commonwealth of Puerto Rico
Muniaipality of Faia.do, Pue.to Rico

Componentds ot Capital Assets

I ln dollars)

C 
"."' .,os -""o "".""a .,J

+"

t 2011

,20!2

Long-Term Debts

At year-end, the i,Iunicipality had $41,747,000 in general
decrease of 1 16% with respect to prior year. The following
outstanding debts as ofJune 30, 2012 and 20'l1l

and special obligation bonds, an
is a summary of the luunjcipality's
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

MANAGEiIENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 20,I2

TABLE 5

Commonwealth of Puerto Rico
Municipalitt' of Faiardo, Puerto Rico

Outstandidg Long-term D€bt5
As ofJune 30 2012

Governmental Activilies
2012

Genelal and Special Obligation Bonds
L \4S
Law 42
Christmas bonus
Compensated Absences
Total

900,397
544 042,121 $20,769 004

$41.747,000

200,329
275.974

1,818 818

2011

$19,348,000
58,154

205,089
257,3U

The increase in general and special obligations bonds is related to two bonds issuance made
during the year amounting to $23,535,000. More detailed information about the Municipatjty,s
long term liabilities is presented in Note 10 to the financial statements.

Figure 5 presents the components of long-term debts during the liscal year 2012 and 2011 .

FIGURE 5

Commonwealth of Puerto Rico
Municipality of Faiardo, Puerto Rico

Oustanding Long-Term Debts

_ 
A5 ofjune 30, 2012-

r 2011

.2012

25,000,000

20,ooo,ooo

15,000,000

10,000,000

""o"":".t""-."o 

s **o 

".::::/
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJAROO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FORTHE FISCAL YEAR ENDED JUNE 30,2OI2

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The l\runicipality's selected and appointed officials considered many factors when setting the
fiscal year 2011-2012 budget. One of these factors is the economi Among economic ireas
considered are the population growth estimates, personal income, housing statistics and
unemploymenl rates. The Municipality's unemployment rate now stands ai t0.Z%, which
compares with the Commonwealth -ale ol 14.jo/o.

The irunicipality applied a conservative approach in development budgel estimates. Amounts
available for appropriations in the ceneral Fund for the liscal yeat 2Oj2 are $i9 milion,
approximately $'1,000,000 thousand more than the fiscat year 2012. The Municipality expects an
increase in revenues for the next years due to a new sales tax enacted by state legislature and
luunicipality ordinance during fiscat year 2011-2012. Budgeted expendiiures are expected to
stabilize accordingly to the projected revenues. Among planned projects, this budget may be
adjusted in accordance with economic injection projected when the construction pr;ject
promoted by the Municipality and others private projects were develop during the year.

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a general
overview of the Municipality's finances and to demonstrate the Municipality,s accountability for
the money it receives. lf you have questions about this report or need additional informaiion,
contact the [Iunicipality's Finance Department at (787) 863-1802 or pO Box 865, Fajardo,
Puerto Rico 00738.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO, PUERTO RICO

STATEMENT OF NET ASSETS

GOVERNMEI,ITAI
ACTIVITIES

ASSETS:

Cash and lnvestmenls (Note 3).
Cash with FiscatAgent (Not6 3).
Receivables (net):

Property Taxes.

59,230,597
34,651,182

675.327
342,730

1,432,239
4,098,018
6,852,129

Sales Taxes

Other ..........-.....-.............--..
Federal Granrs (Note 6)

Total Currents Assets

Capilal Asseis (Noie 9):

Due,rom Governmenlat Units (Note 4)

Land, lmprovement, and Construclion in Progress
Olher Caprtal Assets (Net ot Deprecratronl. .

Tolal Capital Assels

107,2e2,222

43.-122,120
51,200,736

94,322,A56

_!__?qLf9!pz!_
TOTAL ASSETS.

LIABILITIES:

Accounts Payabie and Accrued Expenses 5,579,137
1,428,431

45,759

6,176,615

Dle to Governmenlal Units (Nole 7).
Deferred Bevenues (Note 8):

Municrpal license lax.
Long-Term Liabilities (Not6 t0)l

Due Wilhin One Year... 3.327,674
Due in [,4ore lhan One Year 40,7-14,447

TOTAL LIABILITIES

NET ASSETS:

lnvestment in CapitatAssets, Net oI Hetated Debt
Besiricled for:

Oll'er PL,rposes ...

57,272,063

45,414,444

4,O80,243
6,804,555

18,784.635
1,237,890
9,402,270

r8,608,978

s 144,333,015

Unrestncted

TOTAL NET ASSETS

integral part of theseThe accompanying notes are an basic Iinancial statements.



COMMONWEALTH OF PUEBTO RtCO
MUNICIPALITY OF FAJASOO, PUEFTO FICO

STATEMENTOF ACNVINES

FO8 THE FISCA! YEAF ENDEOJUNE 30.2012

Proo,am Rov..u.!
uPerEting capitat

37,660,6a9 7,4fi,451 l2-l,57a.a73)

Property T6res, reviedtorceneralpulposes...... . .... A 347,77OPropedyTares,leviedIo.OebtSotuice.............. 4,107,116
Volum6 ol Business Taxes ...... . .... 7,7.t7.099
Sares andusesTaxes..... 3,soi,a2z
Llcens€ and Permits. 1.147,922

lnlerqove.nmental ...... . .. .. 1.1s7,241
tnteresi.. ... . ... . 151 71aVrsce,laneous. 5,107..95

Governme.ral Actlviiie.:

Mayor and Municipal Leglsral
GenealGovehEent............ .....
PublicSalely......... ..........
Publicwo*s...
Cultlra and qec.eauon
Hearrh and Saniration. ..
Plbrrcinsrucrcn............ .. ..
Human Sedices and Wet,a.e
uban Development...
inleresron Long-Term0eb1...........

Total Govemmo.lal actlvltlei

Etpense!

s 1.s51.953
15,640,381

913.616
2.942,426

952,359
337,745

7,588.097
't,322,944
5.505,861

513,663

4.9A6,819

2.424,632

2.683365

I (1,9s1.953)
(15.640 381)

(913,616)

\2,942,026)
(952,359)
(337 745)

82.087
(1,322,988)
(3.081229)

4,309,110

140,023,905

Tolal Genelal Fevenues and T6n.rers

CHANCES IN NET ASSETS.

Nel Assels - Begnnrng or Ye

NET ASSETS - ENDING OF YEAN

integral part of these basic financial statements

_!-_ll!,3!!4t!-

The accompanying notes are an
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COMMONWEAL]H OF PUEBTO RICO
MUNICIPALITY OF FAJAADO. PUERTO RICO

RECONCIL|ANON OF THE GOVERNMENTAL FUNOS BALANCE SHEET
TO THE STATEMENT OF N€T ASSEI':;

JUNE 30,2012

_ Total Fund Balances - Govemmenlat Funds ... . . .

Amount rcpoded lor GovernmentatAct vlrres in the Slatement ot Net Assets are drfierent
becaus6i

- Cap,talassets used in qovernm€nial aclivilies are not tinancial resources and Iheretore
are nol reporled rn the lunds_ ln th€ curent perjod, lhese amounts are:

_ Non Oeore€,aote Caprlat Assels . . ....... S43,l2Z.l2ODepreciablecaprralAssets........ 95.155 917
,d€cumutaled Deprcciatron. ... (43,955,10j)

Toiat Capiiat Assets.........

- Some ot the Munic pat{ys .evenues witt be co ecied atier year end but are not
availaue soon enough to pay lor lhe curent peiods expendtures and theretore are
delered in the lunds:

1246,671
4.U5.322
1. 

' 
56,139

275,974

S a6.725.17.r

94 322,856

7 327.106
Chrishas Bonus.......... . ..............

Some labrlities arc nol due and payable n the cuneni period and rheretore arc not
reporled in the lunds. Those iabirities conslst ol:

Genelal Bonds and Special 8onds.
MACC.Law Number 42

141,747.@O)
(200,329)

\?75,974)
(1,818,4r8)Compensaled Absences......

Tolal Long-Tem Liabillres 144,042,121\

_91-a3.33!r.1!-Tolal Nel Assels oi Governm€nial Acti\,ties

integral part ol these basic financial statements.
, 19 -
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COMMONWEALTH OF PUERTO RICO
I\TUNICIPALITY OF FAJABOO, PUEFTO FICO

FECONCILIATION OF THE STATEMENT OF BEVENUES, EXPENDITUBES, ANO CHANGES
IN FUND BALANCE OF GOVEFNMENTAL FUNOS TO THE STATEMENTOF ACTIVITIES

FOR THE FISCAL YEAF ENOED JUNE 30. 20I2

Nel Change in Fund Balances - GovernmenlatFunds

Amounl reporied lor Governrnentat Aciivities rn lhe Slatemeni ot Actrv I es are drt,erent

Gov€mmental ,unds repo( caprlal outlays as expendilures. However, n the staternent
ol Acnvilies lhe cosl o, those assets is atto.ated overlhen enimated usetu ives and
reponed as deprecration expense, ln lhe c!fient penod, ihese amounts are:

CapitalAssets..... .. ........................ S 9.339.876
Oepre.ranon Expense....... ....... (1,494.260)

Excess ol CapfalAsseis over DeprecEton Expense..

Flevenles in the Statement oi Activilies that do not providecurreni tinanciat reso!rces
are reponed as revenues in the lunds:

CDBG,,,, ,,

s 25,956.204

7.845,616

(1,237.989)

Fepayment ol long'tem pnncipal ls expenditure n lhe govehmenrai funds. but ss!Lng
debi rcduced long-tem Liaoirrtes in the Starement ot Net Assets.

Govemmental lunds rcpori issLrance ol tong-lerm debt as othertinanciat reso!rces
because provrdes curenr lirdnclalresou'ces .

Some expenses reporled in the Slatement ol Activ(i€s do not requ re the lse ol current
linancia r€souces and Iherelorc ar€ not rcponed as expendirures . governmental

(1 s13.350)

(3.959 353)

(25,535.000)

funds. These aclry(ies consst oi:

Chishas 8onus............. 275.361
lncrease rn Compensated Absences. 91A,421
O1her........................... ... 319.211

Tord' Ado,nonal Expenses.. r,512 993

atszrge ,n \er Asse s o' Go!ernnpn,at Act! , es s 4.309,110

Ihe accompanying notes are an integral pad o, lhese basic Iinancial statements.
-21 -



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FAJARDO

NOTES OF THE BASIC FINANCIAL STATEMENTS
FON THE FISCAL YEAR ENDED JUNE 30, 2012

FINANCIAL REPOBTING ENTITY

1. ORGANIZATION

The Municipality o, Fajardo, puerto Bico (Municipality) was founded in the year 1775,
and operates as a governmental unit o, the Commonwealth of puerto Flico, undar the Law
Number 81 of August 30, 1991, known as ,,Autonomy Municipalities Law of the
Commonwealth of Puerto Rico". Ihe governmental system ol ihe Municipality is
composed of the executive and tegislative bodies. The N4ayor is the Chiel Executive O*icer
and is elected every four years in the general elections of the Commonwealth ol puerto
Rico. The legislative body consists ol 14 Legisjators atso etected in the general elections of
Puerto Rico lor a four-year perjod.

The Municipality provides services such as: health, pubtic works, sanjtation, aids and
servaces to low-income and elderly citizens, public safety, housing and urban development,
culture and recreatlon, planning, zoning and other gene.al and administrative services.

2. SUMMABY OF SIGNIFICANT ACCOUNTING POLICIES

The account,ng policies of the Municipality conform to accounting principles generally
accepted in the United States of America as appticable to governmental units. The
following is a summary ol the more significant of such policies.

The accompanying basic financiat statements ol the Municipalaty have been prepared jn
conlormily with accounting principtes generalty accepted in the United States of America
(GA4P) as prescribed by the covernmental Accounting Standards Board (GASB). fhe
GASB is- the standard-setting body for governmental accounting and financiat reporting.
The GASB periodically updates its codification ol the existing Governmentat Accountin-g
and Financial Reporting Standards which, along with subsequent cASB pronouncements
(Statements and lnterpretations) constjtutes GAAP for governmental units.

ln June 1999, the GASB issued Statement Number 34, Basic Financiat Statements-and
Management's Discussion and Analysis-fot State and Local Gavernmerls. This statement
establishes new financial reporting requirements for state and local governments. The
Municipality adopted the provisions ot GASBS No. 34 as we as other siatements referred
to below as ot July 1, 2002. They require new inlormation and restructure much of the
anlormation lhat governments have presented in the past.

With the implementation of GASBS No.34, the Municipality has prepared required
supplementary information titled l\ranagement's Discussion and Analysis, which precedes
the basic financial statements.

The accompanying basic financial statements present the linancial position and the results
of operations ol the Municipality and its various funds and fund types, and the cash flows

-22-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJAROO

NOTES OF THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENOED JUNE 30, 20,I2

ot the proprietary funds. The basic tinancial statements are presented as ol June 30, 2012,
and lor the liscal year then ended. The more significant of these accounting poticies are
described below and, where appropriate, subsequent pronouncements will beielerenced.

A. Financial Reporting Eniity

The accompanying basic financial statements include all departments and
organizations units whose funds are under the custody and control of the Municlpality.
ln evaluating the Municipality as a reporting entity, management has addressed all the
potential component units. The decision to include a potential component unil in the
reporting entity was made by applying the provisions of GASBS No. 14.

The basic criteria lor including a potentiat component unit within the reporting entity is il
potential component units are linancially accountable and other organizations for which
the nature and signllicance of their relationship with the entity are such that exclusion
would cause the Municipality's tinanciat statements to be misleading or incomptete.
The GASg has set lorth criteria to be considered in determining financiat accountability.
These criteia include appointing a voting majority of an oroanization,s governing body
and (1) ability ol the Municipatity to impose its will on that organization or (2) the
potential for the organization to provide specific linancial benelits to, or impose specific
financial burdens on the Municipality.

The relative importance ol each criterion must be evaluated in light of specific
circumstances in order to determine which components units are to be included as part
of the reportjng entity. Our specific evaluations of the criteria applicabte to the
Municipality indicate no organizations meet the criteria to be included as component
units. Accordingly, these basic financiat statements present only the Municipality as
the reporting entity.

These financial statements present the respective tinancial position ot the governmental
activities, each major fund, and the aggregate remaining fund information of the
Municipality, as ol June 30, 2012, and the respective changes in linancial position,
where applicable, thereof lor the fiscal year then ended.

B, Measurement Focus and Basis o, Accounting

Governmenl-wide Financial Statements

The government-wide Iinancial statements (the Statement of Net Assets and the
Statement ol Activities) are reported using the economic resources measurement locus
and the accrual basis of accounling. Flevenue is recorded when earned and expenses
are recorded when a liability is incufied, rega.dless of the timing of related cash flows.
Grant and simrlar items are recognized as revenue as soon as all eligibility
requirements have been met.

-23-



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FAJARDO

NOTES OF THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENOED JUNE 30, 2012

Governmental Fund Financial Statements

The governmental fund financial statements are reported using the current financial
resources measurement focus and the modilied accrual basis of accounting. Revenues
are recorded when susceptible to accrual; as soon as it is both measurable and
available. "Available" means collectible within the cur.ent period or soon enough
thereatter, normally within sjxty (60) days, to be used to pay ltabilities of the cu(e;t
period. Expenditures are genera y recognized when the retated liability is incurred.

The exception to this generat rule is the principal and interest on general obligation
long-term debt and compensated absences, it any, are recognized when due.

ln applying the "susceptible to accrual" concept to intergovernmental revenues (federal
grants) pursuant to GASBS No. 33, Accounting and Financial Reponing lot Non
exchange Transactions (the Municipality may act as eilher provider or recjpient), the
provider should recognize liabilities and expenses and the recipient should recognize
receivables and revenue when the appticable eligibility requirements including time
requirements, are mel. Resources transmitted before the eligibility requirements are
met should, under most circumstances, be reported as advances by the provider and
deferred revenue by the recipient.

There are essentially two types o, revenue. For the majority ol grants, moneys must be
expended by the Municipality on the specific purpose or pro,ect before any amounts
will be reimbursed. Revenue is, therelore, recognized as expenditures are incurred to
the extent available. For the other revenue, moneys are virtually unrestricted and are
generally revocable only for lailure to comply with prescribed compliance requirements.
These resources are retlected as revenue at the time of receipt or earlier il the
susceptible to accrual criteria is met. Expendjtures are generally recorded when a
liability is incurred, as under accrual accounting. Modilications to the accrual basis ol
accounting include the lollowing:

. Employee's vested annual vacation and sick leave is recorded as expenditure when
utilized. The amount of accumulated annual vacation and sick leave unpaid at
June 30,2012, has been reported only in the government-wide linancial siatements.

C. Financial Stalement Presentation

The basic financial slatements include both qovernment-wide (based on the
Municipality as a whole) and fund financial statements. White the previous linancial
reporting model emphasized fund types (the total ol al lunds ol a particutar type), in the
new financial model the focus is on either the Municipality as a whole, or major
individual funds (within the basic Iinanciat statements). Both the government-wide and
tund rinancial statements (within the basic financial statements) categorjze prjmary
acljvities as either governmental or business type.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJAROO

NOTES OF THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAH ENDED JUNE 30, 2OI2

Government-wide Financial Statemenls

The government-wide linancial siatements (the Statement ot Nel Assets and the
Statement o, Activities) report information of a the activities of the Municipality. For
most part, the etlect of interfund activity has been removed from these government-
wide financial statements. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately fro business-typ;
activities, which rely to a significant extent on lees and charges for support.

The focus ot the Slatement ot Net Assets is designed to be simitar to bottom tine
results for the Municipality and its governmental activities. This statemenl, for the first
time, combines and consolidates governmental fund,s current financial resources
(short-term expendable resources) with capital assets aod long{erm obligations,

The Statement of Net Assets presents the repoding entities, assets and liabitities, with
the ditference reported as net assets. Net assets are reported jn three categories:

. lnvested in Capital Assets, Net ot Retated Debt - These consists oI capital
assels, net o, accumulated depreciation and amortization and reduced by
outstanding balances tor bonds, notes, and other debt that are attributed to the
acquisition, construction, or improvement of those assets.

. Bestricied Nel Assets - These result when constraints placed on net assets use
are either externally imposed by creditors, grantors, contributors, and the like, or
imposed by law through constitutional provisions or enabling tegistation.

. Unrestricted Net Assets - These consist ol net assets which do not meet the
definition ol the two preceding categories. Unrestricted net assets often are
designated, lo indicate that management does not consider them to be available for
general operations. Unrestricted net assets often have constraints on resources that
are imposed by management, but can be removed or modified.

When both reslricted and unrestricted resources are available for use, generally lt is the
Municipalily's policy to use restricted resources firsl, then the unrestricted resources as
they are needed-

The Statement ol Activilies is locused on both the gross and net costs per functional
category. The statemenl reduces gross expenses (including depreciation) by related
program revenues, operating and capital grants. This is intended lo summarize and
simplily the user's analysis of cost ot various governmental services.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO

NOTES OF THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENOED JUNE 30.2012

Governmental Fund Financial Stalements

The fund linancial statements (the Balance Sheet, the Statement ol Bevenues,
Expenditures, and Changes in Fund Balances, the Statement ot Nel Assets) are, in
substance, very similar to the financial statements presented in the previous financial
reporting model. Emphasis here is on lhe major funds in the governmental calegory.
Non-major funds are summarized into a single column.

Traditional users of Oovernmenlal linancial statements will find lhe Fund Financial
Statements presentation more lamiliar. The focus is on Major Funds, rather than the
previous financial model's fund types. The Governmental Major Fund Statements are
presented on current linancial resources and modilied accrual basis ol accounling. This
is the manner in which these lunds are normally budgeied. This presentation deemed
most appropriate to (a) demonskate legal and covenant compliance. (b) demonstrate the
source and use ol liquid resources, and (c) demonstrate how the Municipality's actual
experience conforms to the budgeted fiscal plan.

Since the governmental fund statements are presented in different measurement focus
and basis of accounting than lhe governmenlwide statements, reconciliation is
presented and separate explanation for each ditferences.

The Municipality reports its financial position (Balance Sheet) and results of operations
(Statement of Bevenues, Expenditures and Changes in Fund Balance) in lunds,
which are considered separate accounling entities. The operations of each fund are
accounted for within a set ot self-balancing accounts. Fund accounting segregates lunds
according to their intended purpose and is used to aid management in demonstrating
compliance with legal, Iinancial, and contractual provisions.

l-he model as defined in GASBS No.34 established criteria (percentage of the assets,
liabilities, revenues, or expenditures/expenses ol either lund category in the
governmental fund) tor the determination of major tunds. Tfre non-major funds are
combined in a single column in the lund linancial statements. The Municipality reports
the following major fund:

General Fund - This is the general operating lund of the Municipality. lt is used to
account lor all financial resources, except those required to be accounied for in another
fund.

Head Slart Fund - This is lhe fund used to account ior all transactions ol the Head Start
Program. The objeciives to this program are to provide comprehensive health,
educational, nulrilional, social and other developmental services primarily lo
economically-disadvantaged pre-school children and rnlants and toddlers so that the
children will attain school readiness.
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COMIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO

NOTES OF THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2OI2

Salos and Usaoe Tares Fund-This fund used to account for accumulation of resources
for, and the payment of special purpose obligations.

Arts Center Fund- This is used to account for construction of an Arts center

D€bt Service Fund - This is used to account for the accumulation of resources for, and
the payment of long-term debt principal and interests

Loan $2r.490.000- This fund is used to account capital improvements through bond
issuance-

O. Budgetary Data

The Municipality's annually adopts the Budget Resolution for all operating funds of the
Municipality except for certain restricted accounts of Proprietary Funds and Special
Revenue Funds. Budgetary control is legalty maintained at the fund level. The budget is
prepared using the modified accrual basis of accounling with encumbrance included as
budgetary basis expenditures. The ttlunicipality's Budget Resolution provides transfer
authority (1) to the Mayor and the l\ranagement and Budget Director, within and between
departments and funds, as long as the total budget of the Municipality (net of inter-fund
transfeE) is not increased; (2) to the Management and Budget Director to jmplement
grant budgets as the grant applications are accepted by the Municipality; and (3) to the
Management and Budget Oirector to amend (re-appropriate) each new year,s budget, to
the extent of outstanding encumbrances, and/or unexpended projecugrant
appropriations at year end. Municipality's Legislature action is required for (1) use of
the budgeted Legislature contingency, and (2) the approvat of a supptemental
appropriation(s). During the year, several supplemental appropriations were necessary.

The budget columns (original and final budgets) of the Budgetary Comparison - General
Fund reflect the original budget and the amended budget (which have been adjusted for
legally authorized revisions of the annual budgets during the year). Appropriations,
except remaining project appropriations, encumbrances, and unexpended grant
appropriations, lapse at the end of each fiscal year.

Amendments to the budget, including transfers, require the approval of the Municipal
Legislature. Unencumbered appropriations lapse at the end ot the next fiscal year. The
Municipality follows these procedures, in accordance with law, in order to establish the
budgetary dala reflected in the basic financial statements:

1. Prior of May 15 of each fiscal year, the Mayor submits to the Municipal Legistalure a
proposed budget for the fiscal year commencing the following July I in addition of a
budget message.
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2. The budget document is ava,lable for public inspection prior to its approvat by the
lvlunicipal Legislature.

3. The Commissioner ol Municipal Aflairs examines the budget to verify if it complied
with lhe law's standards and sends it to the l/ayor fo. any comments o.
recommendation before the limited date establishes by the Law.

4. Prior to June 13. the annual budget is legally enacted through passage of the annual
approprialion ordrnance.

5. ll a budget is not adopted prior to the end of the end of the liscat year, the annual
budget for the preceding liscal year, as approved by the l\,4unicipat Legistature and
the Mayor. is automatically renewed for the ensuing fiscal year until a new budget is
approved. This permits the i/unicipality to continue making payments for its
ope.aiing and other expenses until the new budget is approved.

6. Subsequent to the enactment ol the annual appropriation ordinance, the Municipal
Legislature has the aulhority to make necessary amendments made during the liscal
year and are reflected in the budget inlormaiion inctuded in the Budgetary
Comparison Schedule - General Fund.

7. Budgetary data lor the Special Revenue Fund has not been presented in the
accompanying basic financial statements as such funds are budgeted over the life ol
the respective grant or project and not on an annual basis.

Since the tudgetary basis ditfers ,rom accounling principles generally accepted in the
United States of America (GAAP), actual amounts for the General Fund in the
accompanying Budgetary Comparison Schedule, is presented on the budgetary basis to
enhance comparability.

The principal diflerences between lhe budgetary and GAAP bases are the lollowing:

1. Encumbrances are recorded as expendilures under the budgetary basis and as a
reserve of fund balances under GAAP.

2. The non-exonerated portion of the property lax advances are presenled as revenue
in the budgelary basis and as other financrng sources under GAAP-

3- lnter-fund transactions ol the General and Special Beveoue Funds are not included
in the budgetary basis.

4. Certain accrued liabililies and other debts are not included in the budgetary basis.
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5. Certain revenues susceptible to accrual, i.e., both measurable and available, are not
included in the budgetary data.

All encumbrance appropriations in the operating budget lapse at the end of the f;scal
year. Property taxes collected during the current year by the Municipal Revenue
Collection Center (Fascal Agent) are presented as revenues in the accounting basis but
are not considered in the budgetary schedule.

The special funds of the Special Revenue Fund have not been included in the budgetary
comparison because balances are not budgeted. Also the budget prepared for the
Federal Finance Awards Programs included in the Capital Projects and Special Revenue
Funds is based on a program period which is not necessarily a year. Accordingly, it's not
practical to present an annual comparison of budget for such programs.

E. Cash, Cash Equivalent, and lnvestment

Under Puerto Rico statutes, public funds deposited in commercial banks must be fully
collateralized for the amount deposited in excess of federal depository insurance. All
securities pledged as collateral are held by the Secretary of the Treasury of Puerto Rico.
ln addition, the Municipality maintains deposits with the Government Development Bank
for Puerto Rico (GDB). The lrunicipality's bank balances in commercial banks of
approximately $64.1 million in the general fund were fully collateralized at June 30,
2012. The deposits at GDB of approximately $29.1 million that are rest.icted p.incipally
for capilal projects, and the $20.9 million in the debt service fund are unsecured and
uncollateralized, as no collateral is required to be carried by governmental banks. The
excess is covered by collateral provided by banks and held by the Treasury Department
of the Commonwealth of Puerto Rico pursuant to applicable laws and regulations.

F. Receivable

Receavable are stated nets of estimated allowances for uncollectible accounts. which are
determined upon past collection experience and current economic conditions
Receivable from Federal Government represents amounts owed to the Municipality for
reimbursement of expenditures incurred pursuant to federally funded programs.

G.lnventories

The General, Special Revenue and Capital Project Funds, purchases office and printing
supplies, gasoline, oil and other expendable supplies held for consumption. The cost of
purchases is recorded as expenditure in the appropriate fund and the inventory is not
recorded in the basic financial statements.
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H. Capital Asseis

Property, plant and equipment purchased or acquired is carried at historical cost or
estimated historical cost. Contributed assets are recorded at fair market value as of the
date recelved. The Municipality's capitalization levels are S5O0 on personat property.
For improvements other than buildings, the capjtal ouflay must be g.eater than g1O,0OO,
extend the estimated useful lile lor ten yearc, and be greater than 10% of the originat
cost ol the asset. Other costs;ncurred lor repairs and maintenance;s expensed as
incurred.

Depreciation on all assets is provided on the straigh ine basis over the following
estimated useful lives:

CAPITAL ASSETS

Buildings
lmprovements Other than Buildings
lnfrastructure
Motor Vehicles
Machinery and Equipment

l. Compensated Absences

YEARS

70
70

10-70
5

5-10

The Municipality accrues accumulated unpaid vacation and sick leave and associated
employee-related costs wlren earned (or estimated to be earned) by the employee. The
Municipality's employees are granted 30 days ot vacations and 18 days of sick leave
annually. Vacations may be accumulated up to a maximum ol sixty (60) days and sick
leave up to a maximum ot ninety (90) days. ln the event of employee resignation, the
employee is paid for accumulated vacation days up to the maximum allowed. Separation
from employment prior to use of all or part ol the sick leave terminates all rights for
compensation, excepl for employees with ten years of service who are enti{ed to sick
leave pay up lo the maximum allowed. The Municipality accrued a tiabitity for
compensated absences, which meet the following criteria:

1. The Municipality's obligation relating to employee's rights to receive compensalion
for luture absences is attributable to employee's services already rendered.

2. The obligation relates to rights that vest or accumulate.

3. Payment ot the compensation is probable.

4. The amount can be reasonably estimated.
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ln accordance with the above criteria and requirements as established by GASBS No
16; the Municipality has accrued a tiability for compensated absences, which has been
earned but not taken by Municipality,s employees. For the government-wide
statements, the current portion is the amount estimated to be used in the following year
For the governmental funds statements, all of lhe compensated absences are
considered long-term and therefore, are not a fund liability and represents a reconciling
item between the fund level and government-wide presentations.

J. lnsurance

The Municipality has insurance coverage for its pubtic facilities, primarity to provide
protection from calastrophic losses. Also, principal officiats of the Municipality are
covered under various surety bonds. The Secretary of the Treasury Department of the
Commonwealth of Puerto Rico is the agent commissioned to place all of the
Municipality's insurance coverage. Corresponding premiums payable are withheld by
the Municipal Revenue Collection Center from quarterly advances of annual property tax
and subsidy send to the Municipality.

K. lnter-fund Transactions

lnter-fund transactions are reflected as loans, reimbursements or transfers. Loans are
reported as receivables and payables as appropriate and are subject to elimination upon
consolidation. Reimbursements occur when one fund incurs a cost, charges the
appropriate benefiting fund and reduces its related cost as a reimbursement. All other
inter-fund transactions are lreated as kansfers. Transfers between governmental or
proprietary funds are netted as pa.t of lhe reconciliation to the government-wide
columnar presentation. The Municipality has the following types of transactions among
funds:

lnter-fund Transfers - Legally required transfers that are reported when incurred
as transfers-in by the recipient fund and as transfers-out by the disbursing fund,
with receivables and payables presented as amounts due to and due from other
funds. Advances between funds are also presented as amounts due to and due
from other funds However, these transfers and related amounts receivables and
payables are considered internal balances and activities that have been eliminated
in the governmenlwide financial stalements.

L. Fund Balances

During fiscal year 201 1, the Municipality adopted the p.ovisions of GASB Statement No
54, Fund Balance Repoiing and covernmental Fund Type Detinitions (GASB No. 54),
which enhanced the usefulness of fund balance information by providing clearer fund
balance classifications that can be more consisten y applied. This statement establishes
fund balance classtficat,ons that comprise a hierarchy based primarily on the extent to

'31 -



COMMONWEALTH OF PUEHTO RICO
MUNICIPALITY OF FA.JAROO

NOTES OF THE BASIC FINANCIAL STATEMENTS
FOH THE FISCAL YEAR ENDED JUNE 30, 2012

which the Municipality is bound to observe constraints imposed upon the use ol lhe
resources reported in governmental lunds.

Pursuant to the provisions ol GASB No. 54, lhe accompanying fund linancial statements
repo( fund balance amounts that are considered nonspendable, such as fund balance
associated with inventories. Other fund balances have been reported as restricted,
committed, assigned, and unassigned, based on the relative strength of the constraints
that control how specilic amounts can be spent, as described as lollows:

1. Nonspendable - Represent resources that cannot be spent readily with cash or are
legally or contractually required not be spent, inctuding but not limited to inventories,
prepaid items, and long term balances ol interfund loans and accounts receivable.

2. Restricted - Represent resources that can be spent only for the specitic purposes
stipulated by constitutional p.ovisions, external resource providers (externally
imposed by creditors or grantors), or through enabling legistation (that is, teqistatjon
that creates a new revenue source and restricts its use). Ettectjvely, restrictions
may be changed or lifted only with the consent of resource providers.

3. Committed - Bepresent resources used lor specilic purposes, imposed by formal
action of the Municipal's highesi level ol decisjon making authority (l\runicipal
Legislature through resolutions and ordinances) and can only be changed by a
similar law, ordinance or resolution, no later than the end of fiscal year.

4. Assigned - Represent resources intended to be used by the Municipatity for specilic
purposes but do not meet the criteria to be classified as restricted or committed
(generally executive orders approved by the Mayor). lntent can be expressed by the
Municipal Legislature, lhe Mayor or by an otlicial or body to which the Municjpal
Legislature delegates authority in conformity with the Autonomous Municipatities Act
ot Puerto Rico, as amended. ln governmental funds other than the general fund,
assigned fund balance represents the remaining amount that is nol restricted or
committed.

5. Unassigned - Represent the residual classilication lor the Municipality,s general
fund and includes all spendable amounts not contained in the other classrficalions.
ln other funds, the unassigned classilicaljon is used only to repon a deficit balance
resulting from overspending for specific purposes for which amounts had been
restricted, committed, or assigned.

Negative tund balance amounts are assigned amounts reduced to the amount that will
raise the lund balance to zero. Consequently, negative residual amounts in restricted,
committed, and assigned lund balance c,assilication have been reclassified to
unassigned fund balances.
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The [4unicipality reports resources constrained to stabilization as a specified purpose
(restricted or committed tund balance in the generat lund) only if: (1) such resources
meet the other criteria lor those classilications, as described above and (2) the
circumstances or condiiions that signal the need for stabilization are identitied in
sutlicient detail and a.e not expected to occur routinely. However, the l\,4unicipality has
not entered into any stabilization-like arrangements, nor has set aside material linancial
resources for emergencies and has not established lormal minimum fund balance
amounts as of and forthe fiscal year ended June 30,2012.

ln situations when an expenditure is made lor a purpose for which amounts are available
in multiple fund balance classifications, the Nrunicipality uses restricted resources first,
and then unrestricted resources. Within unrestricted resources, the lvlunicipality
generally spends committed resources first, followed by assjgned resources, and then
unassigned resources when expenditures.

The classilication of the Municipality's individual governmentat lunds among geoerat,
debt service, special revenue, and capital projects lund types used in prior fiscal years
for tinancial reporting purposes was not atfected by the imptementation of cASB No. 54.

Claims and Judgments

The estimated amount ol the liability lor claims and judgments, il any, which is due on
demand, such as from adjudicated or settled claims, is recorded in the General Fund.
The Long-Term Liabilities includes an amount estimated as a conlingent tiabitity or
liabililies with a tixed or expected due date, which will require future availabte linanciat
resources for its payment.

Use ol Estimates

The preparalion of the basic financial statements in conlormily with accounling principles
generally accepted in the United States ol America requires management to make
esiimates and assumplions that arlect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the basic financial
slatements and the reported revenue and expenses during the reporting period. Actual
result could difter lrom those estimates.

N.
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O. Future Adoption ot Accounting pronouncements

The Governmental Accounting Standards Board (GASB) has issued the foflowing
statements that the irunicipality has not yet adopted:

Statement
Number

60 Accounting and Financiat Reporting for 2012_13
Service Concession Arrangements

6'1 lhe Financiat Reporting Entity: 2012_13
Omnibus- an amendment of GASB
Statements No. 14 and 34

62 Codification of Accounting and Financiat 2Oj2',13
Reporting Guidance Contained jn pre _

November 30, 1989 FASB and AtCpA
Pronouncements

63 Financial Reportjng of Deferred Outflows 2012-j3of Resources, Deferred lnflows of
Resources, and Net position

65 ttems Previousty Reported as Assets 2013_14
and Liabilities

66 Technical Corrections - ZOi2_ an ZOi3_14
amendment of GASS Statements No. 10
and 62

67 Financial Reporting for pension ptans _ 2Oj3_14
an amendment of GASB Statement No.
)4

68 Accounting and Financial Reporting for 2014-15
Pensaons - and amendment of GASB
Statement No 27

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

Statement Name
Adoption Required

in Fiscal Year
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3. CASH, CASH EOUIVALENTS, AND INVESTMENTS

lnvestments consist ot certificates of deposit. The N4unicipality,s cash, cash equjvalent and
investments at year-end were entirely covered by the 

- 
Federai Deposit lnsurance

Corporalion (FDIC) coverage, up to a maximum ol $25b,000 in each bank, and the excess
by collateral provided by the banks and hetd by the Department ol the Treasury pursuanr
the applicable laws and regulations. Cash with fiscal agent is maintained in interesi bearing
accounts in the Government Development Bank of puerto Rico and is not collateralized.

Puerto Rico laws authorize governmental entitjes lo invest in direct obligations or
obligations guaranteed by the lederat government or the Commonwealth ot pre(o Rico.
The lrunicipality is atso allowed to invest in bank acceptances, other bank obtigations and
certilicates ol deposit in financial institutions authorized to do business under the lederal
and Commonwealth laws.

During the year, the lvlunicipality invested jts funds in interest bearing bank accounts and
short-term certificates of deposit. As June 30, 2012, the market ;atue of investments
recorded in Special Revenue Fund approximated its carryjng value as lollow:

Certiticate
of Deposit

Popular Bank
Popular Bank

Principal
Number Amount

lnteresl
Rate

Expiralion
Date

1110000048
1110000050

$ 2,600,000
600,000

09/19/2012
04/10/20'12

0.35%
0.35%

4. DUE FROM GOVERNMENTAL UNITS

Due from governmental units for the fiscal
lollowing:

Ch.istmas Bonus (Treasury Department)
lvlunicipal Revenues Collection Center

3,200,000

year ended June 30, 20'12 represents the

$ 275,974
1.156.265

s_ !a2239
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5. INTERFUNDTRANSACTIONS

lnter-fund receivabres and payabres barances at June 30, 20'r 2 consisted of the fofiowing:

Receivable
Fund Amount

$ 1,394.803
AA1 )A)

$_2i30-045

lnter-lund translers between the general and debt service flnds represent the interest
income received from the MRCC.

6. FEDERAL GRANTS RECEIVABLE

Rep.esenls grants and contributions due from federal agencies:

Health and Human Services - Head Start
Other governmental funds

$ 4,648,322
2.203.807

$ o!5?J29
7. DUE TO OTHER GOVERNITIENTAL UNITS

As of June 30, 2012, balance due to other governmental units
services rendered to the Municipality, consists of the following:

Employee's Retirement System
Puerto Rico Aqueduct and Sewer Authority
General Services Administration

General Fund
General Fund

Payable Fund

Other governmental lunds
Head Start Fund

of the General Fund for

$ 36,809
5,969
2.9A1

$ -= r5J!..9

8. DEFERRED REVENUES

The deferred revenues of approximately $6 2 million in the general fund related to the
municipal license tax colected rn fiscar years 2011-2012 that;iI be earned in fiscar year
2012-2013.
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9. CAPITAL ASSETS

Capital assets activities for the fiscal year ended June 30, 2012 was as follows:

Governmental Activities
Balance

July 1, 20't'l

Balance
June 30,

2012

CapitalAssets nol being
Depreciated:

Land
Non Depreciable Assels

Tolal CapilalAssets nol being

Capital Assels being deprecialed

Building

Equipmenl

Tolal Depreciable Capilal assets

Less Accumulated Deprecialion:

auilding

Equipment

Tolal AccLrmulated Deplecjalion

Tolal CapilalAssels being

Govem menral Activities Capitat

$ 42.123,225
765,615

42,888,840

44,457,881
36,157.759
3.4n,442
5,254,979

89,344,101

14,938,093
'19,632,566

4,765,797
3,124,465

42,460,921

$ 42,356,505
765,615

43,122.120

44,457,881
41,310,246
3,S08,425
5.479,365

95,155,917

15.6r6,088
19,958,111
4 S55,794
3,425,188

43,955,181

51 200.736

$ 94.32?!q

s 233,280

233,24O

5,152,447
434.943
224,386

5,811.816

677,995
325,545
189,997
300,723

1.494,260

46.883 180 4.31U!90

s8g 772 020 s 4 550.836

governmental funclions/programs as followslDepreciation expenses were charged to

General govelnment
Public safety
Public works
Culture and recreation
Urban development

Depreciation expense

$ 677,9S5
80,000

400,720
206,540
129.005

$ 1.494,260
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IO. GENERAL LONG.TERM DEBTS

A. GENERAL OBLIGATIONS BONDS AND SPECIAL NOTES PAYABLE

The principal long{erm obligations of the Municipalaty are generat obligations bonds
and special notes issued to finance the construction and improvements of public
facilities and purchase of equipment. The Municipality's obtigations long{erm debt
retirements are appropriated and paid from resources accumulated in the Debt Service
Fund. The special obligations long-term notes retirements are paid through retention
made by the Municipal Revenue Collection Center from monthly advance of annual
property tax and subsidy send to the Municipality.

General obligations bonds and notes payable as of June 30, 20'12, are comprised of the
following individual issues:

Description

Genercl Obligations Bonds:

$11,435,000, Series 1999-98, tor construction purposes, payable in
annual installments ranging trom $173,985 to 5770,000, excluding
variable inte.ests from 5 190% to 5.940/0 untilJuly 1, 2016.

Total General Obligalions Bonds

Special Obligations Notes:

$14,440,000, Series 2006-07 for construction purposes payable in
annual installhents ranging from $32,240 to $351,000, exctuding
interests at 9.125%, untilJuly, 2031

$370,000 Serles 1994-95, for constructio. purposes, payable in
annual installmenls ranging from 58,839 to $15,000, exctuding
variable inte.ests froh 6 1A6%b7 71%. unu July 1, 2019

$21,490 000 Series 2011,2012, for constructrcn purposes. payabte rn
annual instailments ranging from $239.620 to $88.313.000. excluding
interests from 7 50%. untrl July 1. 2025

52 045.000 Series fo. conslruction purposes payable in annual
installments ranging kom $22802 to $13,500 excludlng ]nterests
from 7 50%. untilJuly 1,2018

Total Gene.al and Special Obligations

$ 4.870.000

$.4.8fQ.00q

s13137.000

205,000

21.490 000

2.045.000

$4Lz1z-000
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The Municipality's general obligations long-term note retirements are appropraated and
paid lorm resources accumulated in the Debt SeNice Fund. The special obtigations
long-term notes retirements are paid through retention made by the Municjpal Revenue
Collection Center from monthly advance ol annuat property tax and subsidy sent to the
Municlpalily.

Annual maturity requirements lor the bonds and notes payable and loan guarantee
assistance noles are as follows:

2013
2014
2015
2016
2017

2018-2022
2023-2027
2024-2032

Total

Bond Payables Principal

$ 2,353,000
2,536,000
2,726,000
2,913,000
3,124,000

11,108,000
12,034,000
4,953.000

$ 4L2lZ-000

Principal

lnterest

$ 1,874,665
2,752,927
2,525,114
2,373,229
2,161,584
8,233,854
3,707.908

935.095

$__24ie$76

lnteresl

B. AOVANCES FROM THE MUNICIPAL REVENUE COLLECTION CENTER (MHCC}

These amounts represent the balance owed to MRCC at June 30, 2012, as described
in Note 12, and that will be repaid through linancing to be obtained by the MRCC.

Annual maturity requjrements for the advances from L4RCC are as lollows:

Advances From
MRCC

2013
2014
2015
2016
2017

2018-2022
2023-2027
2024-2032
2033-2037

5,060
5,378
5,716
6,075
6,457

38,903
52,760
71,553

12,318
12,000
11,662
11,303
10,922
47,984
34,131
15,338

8.426

$____200129
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C. CHANGES IN GENERAL LONG-TERM OEBTS

4]I! 12011 Addition3 Paymonts 20'12

Bonds S 19,348.000
MRCC-LaW42 205 089MRCC-L|MS 56 1s!
Christmas bonus 257.361

absen@s 900 397

s 23.535 000 5 1 136.000
4,760

58,15,t
275 974 25?,364

s 41.747.000 $ 2.353.000
200.329 8 689

275,974 275,974

s39 394.000
191,640

1.818.818 900 397 1616.818 690.011 1.128 847

s 20.769,004 t 25.629.792 356.675 S 3 327 671

11. DEBT SERVICE

Revenues of the debt service fund consists of the ad-Val Orem property taxes which are
recognized as revenue when collected from taxpayers and reported by the Municjpal
Revenue Collection Center of the Commonwealth of pue(o Rico to the Municipality (dee
Note 12).

These property taxes are accumulated by the Municipal Revenue Collection Center an costs
of the general obligations bonds issued by the Municipatity payments are made to the
Government Development Bank of the Commonwealth of Fuerto Rico lrom such
accumulated funds by the lvlunicipal Revenue Collection Center of puerto Rjco.

PROPERTY TAXES

The Municipal Revenues Coltection Center (MRCC) of the Commonweatth of puerto Rico
is responsible by law for the assessment, levy and collection of all real and personal
propedy taxes. The tax on personal property is self assessed by the taxpayer. The
assessment is made in a return which must be filed with the MRCC by May 15 of each
year. The tax on real property is assessed by the l\rRCC. The assessment ii made as of
January 1 of each year and is based on estimated current values of the property as of year
1957 The tax on personal property must be paid in full together with the return on or before
llay 15. The tax on real property is due in two equal installments in July .l and January 1,
following the assessment date.

'12_
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The rates are 8.43% fo. real property and 7.409'. for personal property. The composition
as follows:

Basic property 6.00o,/.
Addiiional special property - state
Additional special property - municipal
Discounts made by state to tax payer

4.100/"
1 .03%
3.500./o

<.2O"/">

8-43%

4.to/"
1 .03%
2.470/"
< .20"/">

7,44%

The lrunicipality's basic propedy tax rate represents lhe portion which is appropriated lor
general purposes and accounted for in the general fund.

The "Additional special property lax - municipal" is restricted lor debt service and retained
by GDB for such purposes and jt is recorded as revenue in the Debt Service Fund when

collected by the MRCC and reported to the Municipality.

The "Additional special property tax - state" is collected by the MRCC for the payment of
principal and interest of general obligation bonds and certain other obligations issued by
the state government.

Residential real prope0 occupied by its owner is exempt by law lrom the payment of
property taxes on the first $'150,000 of the assessed value. For such exempted amounts,
the Department ol Treasury assumes payment of the basic tax to lhe Municipality, except
tor property assessed at less than $3,500, for which no payment is made. Revenue related
to lhe basic tax on exempt property is recorded in the General Fund when payments are
received from the MRCC.

Complete exemption lrom personal property taxes up to an assessment of 550,000 is
granted to merchants with an annual volume of net sales less than S150,000.

Prior to the beginning of each liscal year, the MRCC informs the Municipality of the
estimated amount of property tax expected to be collected for the ensuring liscal year.

Throughout the year, the MRCC advances lunds to the lllunicipality based on the initial
estimated collections. The MRCC is required by law to prepare a settlement statement on a
liscal year basis, whereby a comparison is made between the amounts advanced to the
Municipality and amounts actually collected trom taxpayers. This settlement has to be
completed on a preliminary basis not later than three months atter liscal year'end, and a
tinal settlement made not later than six months afier year end. lf the MRCC remits to the
Municipality property tax advances, which are less than the tax actually col,ected, a

receivable from the lilFlCC is recorded at June 30. However, ii advances exceed the
amount actually collected by the MRCC, a payable to the MFICC is recorded at June 30.
The advances lrom MRCC as ot June 30,2012, arc plesenled as non-current liabilities in
ihe government-wide linancial statements.

-41 -



14.

COMMONWEALTH OF PUERTO RICO
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NOTES OF THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

13. VOLUME OF BUSINESS TAX

Volume of Business Tax as recorded in the fiscal year in which payment is due and,
accordingly, represents taxes which are due and uncollected at June 30, 2012. The Volume
of Business Tax is determined based on the gross income of all commerce and industnal
organizations who have operations in the Municipality of Fajardo, and are not totally or
partially exempt under the lndustrial lncenlive Law of Pue(o Rico.

An annual return of business volume should be filed on or before April 15 of each year and
payable in two equal installments due on July 1 and January 1. A discount of 5% is allowed
when full payment is made on or before April 23. The rates of municipal license in the
Municipality of Fajardo are as follows:

Financing institution = 1.50% of gross revenues
Other organizations = .40%

INTERGOVERNMENTAL REVENUES

lntergovernmental revenues consist primarily of funds received from the Commonwealth of
Puerto Rico, "in lieu of tax' payments from the Quasi-public Corporation, Puerto Rico
Electric Power Authority, and federal financial assistance received from federal
government.

Grants and subsidies received from the Commonwealth of Puerto Rico and federal
agencies include, among others, a general subsidy for urban development and capital
improvements. lntergovernmental revenues are accounted for through the General Fund
except for those directly related to urban development and capital improvements, which are
accounted for through the Special Revenue and the Capital Project Funds. Federal
Financial Assistance is recorded in the Special Revenue Fund.

EMPLOYEE'S RETIREMENT PLAN

A. Plan Description

The Employee's Retirement System of the Government of Puerto Rico and its
lnstrumentalities (ERS) rs the adm,nistrator of a cost-sharing multiple-employer
retirement system established by the Commonwealth of Puerto Rico. The System was
created under the Act.l47, approved on May 15, 1951, as amended, and became
effective on January '1, 1952.

ERS covers all regular employees of the Commonwealth of Puerto Rico and its
instrumentalities and of certain municipalities and components units not covered by
their own retirement's systems.

15.



COMMONWEALTH OF PUERTO RICO
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NOTES OF THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Participation is mandatory except for members ot the Legislature, Government
Secretaries, Heads lor Agencies and Public lnstrumentalities, Assistants to the
Governor, the Comptroller of Puerto Rico, Gubernatorial Board and Committee
appointees and Experimental Service Station employees-

EFIS provides .etirement, dealh and disability benefits. Disability retirement benefits
are available to members for occupational and non-occupational disabilities.
Retirement benefits depend upon age at retirement and number ol years of credited
service. Benefits vest after ten years ol plan participation.

Members who have attained an age of at least fitty{ive (55) years and have completed
at least hventyjive (25) years of creditable service or members who have attained an
age of at least fifty-eight (58) years and have completed at least fifty-eight (58) years
and have completed at least ten (10) years of creditable service, are entitled to an
annual benetit, payable monthly lor lile.

The amounls of the annuity will be one and one-half percent of the average
compensation multiplied by the number of years ol creditable Service up to twenty
years, plus 2"/" ol lhe avetage compensation multiplied by the number of years ot
creditable service in excess of twenty years. ln no case the annuity will be less than
$200 per month.

Participants who have completed at least thirty (30) years ot creditable service are
entitled to receive the Merit Annuity. Participants who have not attained liftyJive (55)
years ol age will receive 65% of the average compensation or il they have attained
fiftylive (55) years of age will receive 757" ol lhe aveGge compensalion. Disability
relirement benetits are available to members for occupational and non-occupational
disability. However, for non-occupational disability a member must have at least ten
(10) years of service.

No benetit is payable if the participant receives a relund of his accumutated
contributions.

On September 24, 1999, an amendment to Act No. M7 ol May 15. 1951, which
created ERS, was enacted with the purpose of establishing a new pension program
(System 2000). Employees panicipating in the current system as ol December 31,
1999, may elect to stay in the defined benefit plan or lransler to the new program.
Persons joining the Municipality on or after January, 2000, will only be allowed to
become members ol System 2000. System 2000 will reduce the retirement age lrom
65 years to 60 lor those employees who jolned the current plan on or after April 1,
1990.
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System 2000 is a hybrid deflned contribution plan, also known as a cash balance plan.
Under this new plan, there will be a pool of pension assets, which will be invested by
ERS, together with those of the current deflned benefit plan. Benelits at retirement
age will not be guaranteed by the Commonwealth of Puerto Rico. The annuity will be
based on a formula which assumes that each year the employee's contribution (with a
minimum of 8.275o/o ot the employee s salary upon to a maximum of 10%) will be
invested in an account which will be either: (1) earn a fixed rate based on the two-year
Constant L,laturity Treasury Note or. (2) earn rate equal to 75% of the return of the
ERS'S investment portfolio (net of management fees), or (3) earn a combination of
both alternatives. Participants will receive periodic account statements similar to those
of defined contribution plans showing their accrued balances. Disability pensions will
not be granted under System 2000. The employer's contribution (10.275% of the
employee's salary)will be used to fund the current plan.

B, Contribution Requiremenls

Commonwealth legislataon requires employees to contribute 5.775% of gross salary up
to $6,600 plus 8.275o/o ol gross salary in excess of $6,600. The Municipality's
contributions are 10.275o/o of gross salary. Contributions' requirements are
established by law. The actuarially determined contribution requirement and
contributions actually made for the year ended June 30, 2012 was approximately
$392,000.

Additional information on the ERS is provided in its financial statements for the year
ended June 30, 2012, a copy ofwhich can be obtained from the ERS, Minillas Station,
PO Box 42003, San Juan, PR 00940.

16. ESTIMATED MUNICIPAL SOLID WASTE LANDFILL CLOSING COSTS

State and Federal laws and regulations require the Municipality to place a final cover on
its landfill when closed and perform certain maintenance and monitoring function at the
landfill site for thirty years after closure. ln addition to the operating expenditu.es related to
current activities of the landfill, an expense provision and related liability are being
recognized based on futures closure and post-closure care costs that will be incurred near
or after the date the landfill no longer accepts waste.

The Municipality owns a landfill, which is administered by Landfill Technologies under an
agreement with the Municipality The Municipality is entit,ed, onder the agreement, to
certain revenues resulting from the use of the landfill. As part of the agreement the
contractor wll assume the closure and post-closure costs during the next thirty years after
the closing, releasing the i/unicipalily of the estimated liability for future closure and post-
closuae care cost.
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CONTINGENCIES

A. Claims and Judgments

The Municipality is, at present, a defendanl in a number ol legal matters that arise
from alleged improper application of policies and negligence in the ordinary course of
the Municipality's activities. The legal counsel of the ilunicipality has advised that at
this stage in the proceedings of lawsuits he cannot offer an opinion as to the probable

outcome

ln addition, the Municipality is a defendant or co-defendant in several legal
proceedings, which are in discovery stage. Certain of these claims are covered by
insurance. Legal counsel with the information cunently available can not determine the
final outcome of these claims.

B. Federal Grants

ln the normal course of operations, the Municipality receives grants from various
Federal and State agencies. The grant programs are subiect to audit by agents of the
granting authority, the purpose of which is to ensure compliance with conditions
precedent to the granting of funds. Any liability for reimbursement which may arise as

lhe result ofthese audits is not believed to be material.

The Municipality is, at present, a defendant in a number of legal matters that arise
from alleged improper application of policies and negligence in the ordinary course of
the Municipality's activities. The legal counsels of the MuniciPality have advised that
at this stage in the proceedings of lawsuits he cannot offer an opinion as to the
probable outcome.

SALES AND USAGE TAXES

lrunicipality impose a Sales and Usage Taxes ot 'l.5% (1.00,6) collected and belong to the
lrunicipality and 0.5% collected by the Puerto Rico Secretary oI the Treasury) on the sales
price of a taxable item or the purchase price of all usage, storage or consumption of a
taxable item. All merchants required to collect the Sales and Usage Taxes, are required to
file a monthly Sales and Use Tax Return Form, no later than the 1Oh of he following month
berng reported. The Act also provides for restrictions on the use ol the resources (including

the O.5olo collected by the Puerto Rico Secretary of Treasury ) to be invested in solid
wasted and recycling program, capital improvements and health and public safety costs.

18.
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The amount collected b lhe Puerto Rico Secretary of Treasury will be deposited in accounts
or special lund GDB, subiect to restrictions imposed and diskibuted as lollows:

a. 0.2o,/o will be deposited in a lllunicipal Development Fund to finance costs as restricted
by the Act;

b. 0.2"/. will be deposited in a Municipal Fledemption Fund to finance loans to
N,,lunicipalities subiect to restrictions imposed the a Act; and

c. 0.1% will be deposited in a Municipal lmprovement Fund to finance capital
improvement projects. These funds will be distributed based on legislation from the
Commonwealths Legislature.

Sales tax receivable represenls filed sales tax returns that were collected
subsequent to June 30, 2012, but pertaining to the cu(ent year period.

,I9. CONSTRUCTION EXCISE TAXES

Municipality imposes and collects municipal construction excise taxes to most natural and
legal persons and any governmental instrumentality that carry out activities related to
construction, expansion, major repairs, relocations, alterataons and other types of
permanent improvements to residential, commercial and industrial building, and any
structures within the territorial area of the Municipality. The tax is also applicable io
inlrastructure projects, the installation ol machinery, equipment and fixlures, and other
types ol construction-related activrties.

The construction excise tax generally is a self-assessed tax imposed over the cost the
proiect, net ol certain exemptions such as the cost associated with the acquisition of land,
existing buildings and improvements, project design and other engineering fees, licenses
and permits, consulting and legal fees. The tax is paid by the taxpayer before the
beginning of the construction project.

Any construction, which doesn't qualily for any ol the exceptions presented below, will pay
a tax ol 4% of the total cost amount of the project. The exceptions for the 47o Constructjon
Tax imposed by the Municipality are as follow:

a. 5.006./6 of the total cost of the project for any conskuction involving of land_

b. 2.OOo/" lot all low income housing pro,ect, and educational institutions of primary and
second level.

c. When construction is lor a residence, made ol at least 5070 concrete, and said
residence is not a part of a housing project, urbanization, condominium, or any proiect
ol similar nature; a fixed rate of $25.00 will be collected up to a maximum total
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NOTES OF THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

construction cost of $ 50,000. ln addition, for every $ 1,000 in excess of the $ 5O,OOO
in total construction cost, $ 5 00 rate will be collected.

20. FUND BALANCE

As ol June 30, 2012, the fund balance is compromised of the followingl

t,],190,000

t I 4341,140 $

335 730

-s
20.310086

18784,635

I 4341,140

335 738

16,278,716 45 441.9t2

18784,635

8.853.r70

Gov€mm€rt 754 666 754.666

Publicshly 12fi3 12.503

Pubri€ mrrs 181.903 181903

Rl!@rion 52.214 52 214

weilare 11.703 111t3
UMssqned 16.808.700 16 808.7@

t 17,821,689 t 335,738 I tt,341,110 t8,853,170 t 18,78,1,635 iA310,086 t 16.2?8,?16 I 86,725,17a

21. SIJgSEOUENT EVENTS

ln preparing these financial statements the lvlunicipality
transactions for potential recognilion or disclosure through
financral statements were available to be issued

has evaluated events and
l,Iarch 1, 2013, the date the
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COI.IMONWEALTH OF PUEFTO RICO

MUI{ICIPAUTY OF FAJANDO, PUENTO HICO

BEOUIBED SUPPLEMENTARY INFONfl ATION

EUDGETARY COMPAFISON SCH EOU LE - GENERAL FUI{O

FOR THE FISCAL YEAF EIIDED JUNE 30,2012

Sudgeltuttounts

0 qinal Final

14.529,85i] S 14,529.863 3 14,s29,863 S

AciualAnDunt!

{EudgeiaryBasb) variancewith
(See Nole A) Finalgudgel

I347.768

7 560,000

200,000

1,771,265

61 8,000

20 060

330.000

636.913

8,347,768

7,560,000

200,000

1,171,265

6r8,000

20,060

330,000

636,9r3

7,996,476

8.347,774

7,717.099

91,666
'|,797,241

1,147,822

26,185

151,718

4,989,344

7,996,476

2

r57,099

(108,334)

25,976

529,822

6,125

\178,282)
4,352,4i1

Total R€Bource3 {lntlow!)... 19,484,006 27,480.482 32,265,321 4,784,839

34.013,869 42,010 345 46,795,184 4,784839Amouns Available br Approprialion...... . ......

Char!es b Appropriatons (Outio!6):

Mayor and Municipal Legislaturc ........ .. .. . ...

General Governmenl.... . ....

Public Sahty........................
Plblic Works............ ...... ...

Culture and Fecreaton. .. .....

Healh and Sanlhton...... .....

Hurnan Services and Welbre.

CapitslOulays..

Trans,er lo o$er F(rnds......

2,498.917

8,935,713

r 037,895

3,894,427

1 009,467

274,757

1 607,956

224.874

2_751,717

9.481,524

1,040,985

2.942,026

1,0s0,967

343.757

1,608,156

224,874

7.996,476

1,951,953

5.388,553

913,616

2,942,026

952,359

337,745

1322,988

224,874

7.996,476

799,764

4,092,971

127,369

138.608

6,0J2

285,168

Tobl Charges b Appropriadon

BUDGEIARY FUNO EALANCE, JUNE 30, 2()I2

19.484,006 27,480.482 22,030,590 5,44S,892

14.529,863 S 1{.529.863 24,764,594 S 10.234,731

The accompanying notes to budgetary comparison schedule are
an jnteqral part ol this schedule.
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BUOGETARY COMPANISON SCHEDULE - GENERAL FUND
NOTES TO REQUIREO SUPPLEMENTARY INFORMATION

FOB THE FISCAL YEAR ENDEO JUNE 30, 2012

NOTE A Explanatlon ot Dinerences Belween Budgelary lnllows and Outflolys and GAAP Revenues
and Expenditurea

General Fund
Sources/lnllows ol Resources:

ActualAmounls (Budg€lary Basis) "Available lor Approprialion" kom the
Eudgetary Comparison Schedule .................. $46,795.184

Dillerence - Budgel to GAAP:

Prior-Year ailocation ls nol inflows ot budgelary resources but are revenues for
financial reporiing purposes.......... . . -.......... .. (7,996,476)

The Fund Balance at the Beginning ol Year is a budgelary resource but is nol a
Current-Year Revenue lor financral reporling purposes. . .. - . - - -....... . . .. .. (14,529,863)

Total Bevenues as Flepo(ed on the Statement ol Governmental Funds Revenues,
Expendilur€s and Changes in Fund Balance ... $ 24,268,845

Uses/Ouf lows of Resources:

Actual Amounls (Budgetary Basis) "Total Charges to Appropriation" lrom the
Budgetary Comparison Schedule ................... $ 22,030,590

Difler€nco - Budgei to GAAP:

Translers to other funds are outflows ol budgetary resources bui are not
expenditures lor linancial reporting purposes... (7,996,476)

Total Expenditures as Beported on the Statement o, Governmental Funds Revenues,
Expenditu res and Changes in Fund Balance . . . $ I 4.034, 1 1 4

NOTE B Erplanation ot Differences Belween Budgetary Fund Balance and GAAP
Furld Balance

Budgetary Fund Balance, June 30,2012......... $24.764,594

Timing Dillerences:

Change rn Encumbrances............................ (65,182)
Restriclion lrorn Delerred Revenue.. .... {6.176.615)
Cancelatron o, Prior Year Encumbrances.-..... ..... (701.108)

Fund Balance, June 30,2012...... .. ..... $ 17,821,689
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MUNICIPALITY OF FAJARDO, PUERTO RICO

SCHEDULE OF EXPENDrnjRES OF FEDEFAL AWANOS

FOF IHE FISCAL YEAF ENOEO JUNE 30, 2OT 2

FodeIal Granlor/Pioqram Title
CFDA
Number

Federal
Oisburaomenk/

ExDonditureg

U.S. Oepartm€nt of Agrlculture
USDA ' Rural Oevelopmenl:
Pass through Puerlo Rico Oepartment ot Education
Child and Adult Care Focd Program (USDA)

Tolal U.S. Departmenl of Aqriculture

1.,.S. O€partmenl ol Housihg aad Urban Dsv€lopment:
Community Dev€lopm€nl Block Grants/

Entitlement Grants (coBG)
Section I Housjng Choice Vouchor Program
Pass rhrouqh Puerlo Rrco Famrly Oepannent
Homelessness Prevenlron and Rapid He-Housing

Program (HPPR) - Becovery Act Fundod
Pass-throuqh Puerlo Rrco Heallh Department:
Housing Opporlunities for Persons with AIOS (HOPWA)

Tolal U.S. Departmenl oI Housing and L,rban Developmenl

t .S. Department ot H€ellh and Human Serulces:
Pass-through Admjnisiration lorthe Childhood Care and
lnlegralOevelopmenl:

Child Care and Development Block Granl
Head Slart Program
ARRA - Head Start Program

Tolal U.S. Departmenl o, Health and Human SeNices

tl.S. Deparlment o, Homeland Security:
Disasler Granls - Public Assistance (Presidential Declared
Disaslers)

Total U S Deparlment of Homeland Securlty

u.S. Oepartment of Transportation
Federal Transit'Folmula Grants (Urbanized Area Fomula

Program) 'ARRA

Tolal U.S. Departmenl ot Transportanon

TOTAL EXPENOITUBES OF FEOERAL AWAROS

10 558 743381

743381

4.214
14.871

14_257

14_241

923,592
544,751

213,950

62,624

97 036

24.507

1,744.957

24,448

24,1A8

249 324

249,324

93.575
93.600
93.708

236,292
4.901,246

348.950

5,486,488

See the notes to the Schedule ol Expendilures of Federal Awards.
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COMMONWEALTH OF PUERTO RICO
iIIUNICIPALITY OF FAJARDO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENOED JUNE 30, 2012

.I. SIGNIFICANTACCOUNTINGPOLICIES

The accompanying Schedule of Expenditures of Federal Awards is a summary of the
activity of the Municipality of Fajardo's federal award programs presented on the modified
accrual basis of accounting in accordance with accounting principles generally accepted in
the United States of America.

2. BASIS OF PRESENTATION

The expenditures of the schedule are included in the l\runicipatity's basic financiat
statements. The reconciliation of expenditures in the basic financial statements to the
Schedule of Expenditures of FederalAwards is as follows:

ExDenditures

Total fede.al expenditures per schedule $ ljEZ_000

Federal expenditures per basic financial statements included
within:

Head Start Fund $ 4,901,246

Federal expenditures included in other governmental funds 2.9A5.754

Total $__ljEZ-000
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INDEPENOENT AUOITOFS' REPORT ON INTEBNAL CONTROL OVER
FINANCIAL REPORTING ANO ON COMPIIANCE ANO OTHER MATTERS

BASEO ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCOFDANCE
WITH GOVEHNMENT AUDINNG STANOARDS

To the Honorable Mayor and
Municipal Legislature

N,4unicipality of Faiardo
Fajardo, Puerto Flico

We have audited the fjnancial statements ol the governmental activities, each major fund and
the aggregate remaining fund information of the Municipality of Fajardo, as ol and lor the year
ended June 30, 2012, which colleciivety comprise the l\runjcipatity,s basic financial
statements and have issued our report lhereon dated March 1, 20.13. We conducted our audat
in accordance with auditing standards genera y accepted in the United States of America and
the standards applicable to financial audits contained in Govenment Auditing Sta,dalds, issued
by the Comptroller General of the United States.

lnternal Control over Financial Reoorlino

l\ranagement of the Municipality is responsible for establishing and maintaining effective internat
control over financial reporting. ln planning and perlorming our audit, we considered Municipality
ol Fajardo's internal control over financial reporting as a basis for designing our auditing
procedures for lhe purpose of expressing our opinion on the tinancial statements, but not for the
purpose of expressing an opinion on the etfectjveness of the Municipality,s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Municipality's internal control overlinancial reporting.

A deliciency in intenal control exisls when the design or operation of a control does not allow
management or employees, in the normal course ot performing their assigned lunctions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deticiencies, in internal control. such that there is a reasonable
possibility that a malerial rnjsstatement of the entily's financial statemeots will not be prevented,
or detecled and correcled on a tlmely basts.

Our consideration of internal control over linancial reporting was lor the limited purpose
described in the first paragraph of this section and was not designed to identify a deliciencies
in internal control over financial repoding that might be deliciencies, signilicant deliciencies or
material weaknesses. We did not identify any deliciencies in internal control over financial
reportjng that we consider to be materaal weaknesses, as defined above.
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Comoliance and Other lvlatters

As part oI oblaining reasonable assurance about whether the irunrcipality of Fajardo s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions oI laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The .esults of our test disclosed no
instances of noncompliance or other matters that are required to be reported under Goyemmerl
Auditing Slandatds.

This report is intended solely for the information and use of management, Commissioner Office
of Municipal Affairs, others within the entity and the federal awarding agencies and pass-
through entities and is not lntended to be and should not be used by anyone other than these
specified partieS.

San Juan, Puerto Rico
March 1. 20'13

C6, /-r, /r.*' i5
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to the originalof this repo
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INDEPENDENT AUOITORS' REPORT ON COMPLIANCE WITH REOUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM

AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAH A.133

To the Honorable Mayor
and lrunicipal Legislatu.e

N4unicipality of Faiardo
Faiardo, Puerto Rico

Comoliance

We have audited Municipality ol Fajardo's comptiance with lhe types of compliance
.equirements described in lhe OMB Cicutat A-tJ3 Comptiance Supplement that coutd have a
direct and material etlect on each Municipality of Fajardo,s major tederal programs for the year
ended June 30, 2012. Municipatity ot Fajardo,s major fede.al programs are identilied jn the
summary of auditor's results section of the accompanying schedule ol findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and-grants applicable
to each of its major lederal programs is the responsibitity ot i.4unicjpality of iajardo,s
management. Our responsibility is to express an opinion on l,4unicipaliti of Fajardo,s
compliance based on our audit.

We conducted our audit ol compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financiataudits contained
in Government Auditing Standatds, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Locat Governments, and Non-profl Oryanizations.
Those standards and OMB Circular A-133 require that we plan and perlo.m the audit to obtain
reasonable assurance about whether noncompliance with the types ol compliance requirements
referred to above that could have a direct and material etfect on a major lederal program
occurred. An audit jncludes examining, on a tesi basis, evidence about Municipality of Faja;do,s
compliance with those requirements and pertorming such other procedu.es as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a tegat determination on irunicipality of Fajardo,s
compliance wath those requirements.

ln our opinion, the Municipality of Fajardo. complied in all material respects, with the
requirements referred to above that could have a direct and material eflect on each of its major
federal programs lor the year ended June 30, 2012.
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lnternal Control over ComOliance

l\,Ianagement of [Iunicipality of Fajardo is responsible for establishrng and maintaining effective
internal control over compliance wilh lhe requirements of laws, regulations, contracts and grants
applicable to federal programs. ln planning and performing our audit, we considered
irunicipality of Faiardo's internal control over compliance with lhe requirements that could have
a direct and material effect on a major federal program to determine the audiling procedures for
the purpose of expressrng our opinion on compliance and to test and report on internal control
over compliance in accordance with Ol\,lB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Municipality's internal conkol over compliance.

A deticiency in internal contrcl ovet compliarce exists when the design or operation of a control
over compliance does not allow management or employees. in lhe normal course of performing
their assigned functrons, to prevent, or detect and correct, noncompliance with a type of
compliance requrrement of a federal program on a timely basis. A material weakness in internal
conlrol over compliance is a deficiency, or combination of defic,encies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis.

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

This report is intended solely for the information and use of management, Commissioner Office
of l\runicipal Affairs, others within the entity and the federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than these
specified parties.

San Juan. Puerto Rico
llarch 1, 2013 &4,/'*', /"'?Z
The stamp E16560 was
1o the origrnalofthrs

ORTIZ, RIVER9Y, {IVERA & CO.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJARDO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

- 1. SUMMARY OF AUDIT RESULTS

Financial Statements

Type of auditor's report issued:

lnternal control over financial reporting:

Material weakness (es) identified?

Signif icant def iciency (ies) identif ied?

Noncompliance material to financial statements noted?

Federal Awards

lnternal control over major programs:

Material weakness (es) identified?

Signif icant def iciency (ies) identif ied?

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

Unqua,ified opinion

Yes X No

Yes X No

Yes X No

Yes X No

Yes X No

Unqualified

Any audit findings disclosed that are required to be
reported in accordance with section 510 (a) of OMB
Circular A-'133? Yes X No

ldentification ol major programs:

CFDA Numbers Name of Federal Proqrams or Cluster

14.257 Homelessness Prevention and Rapid Re-Housing
Program - Flecovery Act

93.600 Head Start Program
93.708 Head Start Program (AFIBA)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJAROO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS

- FOR THE FISCAL YEAR ENDED JUNE 30, 2012

- Dollar threshold used to distinguish between type A and Type B programs:
$300,000

- Audited qualilied as low-risk auditee? Yes X No

2. FINANCIAL STATEMENTS FINOINGS

- None

3. FEDERAL AWARDS FINDINGS AND OUESTIONED COSTS
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FAJAROO

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30' 2OI2

The Municipality of Faiardo has no prior yea. audit lindings
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