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INDEPENDENT AUOITORS' REPORT

To the Honorable Mayor and
Municipal Legislature

Municipality of Florida
Florida, Puerto Rico

We have audiled the accompanying financial statements of the governmental activities, the
aggregate discretely presented component units, each major fund and the aggregate
remaining fund information of the Municipality of Florida, as of and for the year ended
June 30, 201 0, which collectively comprise the Municipality's basic tinancial statements, as
listed in the table of contents. These financial statements are the responsibility of the
Municipality's management. Our responsibility is to express opinions on these financial
statements based on our audit.

Except as described in the following paragraph, we conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards
applicable to linancial audils contained in Government Auditing Standards, issued by the
Comptroller General ol the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements
arelree of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall linancial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

As more lully described in Note 21 to the financial statements, the Municipality has not
determined and recorded in governmental activities an estimate ol the total municipal solid
waste landfill post closure care costs. Accounling principles generally accepted in the
United States ol America requires that the liability of post closure care costs be accounted,
which would increase liabilities and decrease net assets of governmental activities. The
amount by which this departure would affect the liabilities ol the governmental activities is

not reasonably determinable.

Surr. 1rl. PO Br)\ rLllill. Sai luan. PR.0119.16 lli0'Phont rltlr 156-8511. Fr\ rlltlr 11.+ 0561



ln our opinion, except for the effecls of the matter discussed in the preceding paragraph,
the financial statements referred to above present lairly, in all material respects, the
respective financial position of the governmental activities, the aggregate discretely
presented component unat, each malor fund, and the aggregate remaining fund
information of the Municipality of Florida as of June 30, 2010, and the respeclive changes
in financial position, thereof and the respective budgetary comparison for the general and
debt service funds, for the fiscal year then ended in conformity with accounting principles
generally accepted in the United States of America.

ln accordance wilh Government Auditing Standards, we have also issued our report dated
November 10, 2010 on our consideration of the Municipality's internalcontrol over financial
reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, grants, agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance wilh Government Auditing Standards and important for assessing the results of
our audit.

Accounting principles generally accepted in the United States ol America require that the
management's discussion and analysis on pages 4 through 10 is not a required part of the
basic financial statements. Such information, although not a part ol the basic financial
slatements, is required by the Governmental Accounling Standards Board, who considers
it to be an essential parl of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the
inlormation for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtain during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the inlormation
because the limited procedures do not provide us with sufficient evidence to express
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial slatements
that collectively comprise the Municipality's of Florida basic financial statements as a
whole. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by U, S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizatlons, and is
not a required part of the basic financial statements. Such information is the responsibility
of managemenl and was derived f rom and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly
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to the underlying accounting and other records used to prepare the linancial statements or
to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States ol America. ln our opinion, lhe
information is fairly stated, in all material respects, in relation to the financial statements as
a whole.

% 3$,r.^? ,uoto A L.San Juan, Puerto Rico
November 10,2010
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}IU\TCIP, LITY ()F FLORIDA
Co}TUONTVEAI,TH OF PT'ERTO RICO
Ilanirgemenl's Discussion and Analysis

Fiscal Year Ended June .10, l0l0

As tnanaBement ol rhe \Iunicipality of Florida tthe illunicipality). wL' ot'fer readers the tbllorvins discrrssion

and analysis ofthe Municipality's linancial lctivities rcponed in the accontplnying basic financiill statements

for the fiscal year cnded June -10, 1010. We cncourage readers to consider the intbmration presented here in

conjunction *ith additional intbmration that is tirmished in the acconrpanying Iinrncial \latements, rlhich

lbllow this nrrrative.

As rnore fully described in Nore l, On July l,1005, the trIunicipality rdopted the provisions ofGASB
Statement No. -19, Deterzri[ ha Whether Certuin OrgLni:utiotrs ure (-ptrtpontnt Units - un ,\nrenlnvnl rf
GASB .sturcnunt,Vr. /J IGASB No. -'19). Based on the criteria establishc'd by GASB No. -19. the

!Iunicipality's nranagcment concludc'd that there ;rre no legally separate entities or organizations lhat should be

reported as cotnponenl units of the i!{un icipality as of and tbr the fiscal year cnded June -10, 1010. Theretbre,

V illas de Florida I ( FrnHA and HUD Project No. 66.1-3 l -6706600096) rvas reponed as a husiness-type ircti\ ity

and not rs a component unit of the lVlunicipality as of and for the fiscal year c'nded June 10. 20 10.

T-INANCIAL HIGHLIGHTS

Gov ern ne nt-Wide Hi ghli eht s:

-the illunicipality's totrl assets amounted to S 16,173,1 l S rt June ..10, 2010, of which S l"l,-169,7-34 (89sc)

consist of capital assets (net of accumulated depreciation and amoflization of $14.7.17,289), 5577,911
( I7. ) consist of restricted cash and cash equivalents, 5246,9-5-1 ( I 7c ) consist of accounts receivable, net of
t he reserve for doubtfu I account, $325,959 (l7c ) consist of restricted depos its, 5630..1 I I (-ltf ) consist of
due irom other agencic's, and S22, l-16 ( I 7c ) consist of other assets.

The Municipalrty's totrl liabilities amountcd to S7.+91 ,777 at June 30, 2010, of which 55,-159, I l0 consist

of noncurrenr liabilities, S I .057, I 75 consist ofdue to other agencies, S-l I 2,550 consist ofaccounts payable

and accnred liab ilities. S-186.042 def'enett revenues, $2J I .752 consist of hank overdrali, $J | .000 consist

of claims and judgmenls. and S 14. l -18 consist of Interest payable.

o-IhelVlunicipality'\assets!'xc!'cdeditsliabilities(netassets/surplus)by58,781,-.].1latJuncl0,20l0.

'fhe Municipality's total revr'nues amounted to 58,867,115 for the fiscal year ended June -.10, 1010. of
rvh ich 55,-138,3.1.1 arose I rom taxes. S-1.0-32,-i I I arose from intergovemmental grants and contributi(nls,

and 5.{96.-158 arose liom charges fbr serviccs, interest. fines, penaltie-s and miscellaneous rcventles.

The \tunicipality's c)(penses tmounted to S9.530.56.1 firr the fiscal yearended Jttne 10, 1010, of which

58.0-l I ,170 where incurred in pror idinc direct scr\ iccs and benefits to eitizcns in relation to econotnic

dcvelepmcnt. he:rlth and rveltarc.. public .aft'ty, public housing lnd 
"reltare, 

and rccrea(iorr. ln additit'n.

thc IlLrnicipality incurred Sl06.6tJ5 of its total erpc,nscs, in intcrests rclatcd b its long-tcrm obligations,

rntl 51,2112,709 (in general govemmcnt activities to \uppon Ihe llunicipality's furlctions and programs.

The Municrpality's cxpcn\cs include dcprec iation in the amount of S9.l | .796, for the liscal ) car cnded

Junc 10, 2010.

o fhc !tunicipaliry's nct ilsscrs dccrcas.,d hy 5663.1-19 during lhe fiscal ycar r:ndc'd June .'i0, 1010.

-+-



Ilti :\-rCrP.\LITY Or' l'LoRlD.\
Co}I}ToNTvE.rLTH oT. PL'ERTO RICO
llanagement's Discussion and Analysis

Fiscal year Ended June .10. l0l0

Govern m e ntal F u nds' H ighlig ht s:

'lhe total tlnd deficir of gor emmental funds amounted to 5906.151 rt June .10. 1010, of rvhich S I .17.988

is resen'ed frrr capital projects, debt sc'n'ice, cncumtrranccs and adr ances. rvhile Sl. I I I .968 represents ln
unrc:'tricted deficit.

The total fund balances of govc-mmentll funds decreased by S l.-102,156 during the fiscal 1.'arr'ndcd Jttne

.r0. 1010.

Proprietary F und Highlights:

. The total unrertrictcd tund net assets of the proprietary fund amounted to 5-{13,225 consists of unrestric['d
tund bllance.

. The total unre5tricted fund net assets ofthe proprietary tirnd decreased by 598,965 during the tiscal ycar

ended June 30. 2010.

OVERVIEW OF THE BASIC FINANCIAL STATENIENTS

'the purpose of financial reporting is to provide external users of basic financial statements with informrtion
that will help rhem to make decisions or draw conclusions about the MLrnicipality. There are many external
parties rhat use the basic financial statements of the Municipality; however, these parties do not always have

the same specific objectives. [n order to address the needs of as many panies as reasonably possible. the

Municipality, in lccordance with required financial reponing standards, presents this Management's

Discussion and Analysis ( MD&A) as an introduction to the accompanying basic tinancial statements. This
narrarive reprL'sents an overview and analysis of the financial activities of the Municipality for the fiscal year

ended June -10, 20 10. Because this ltlD&A is designed to t-ocus on the current y!'ar activities, resulting

changes and currently known thcts, we encourage readers to consider the information presented in this MD&A
in conjunction with the additional informrtion fumished in the accompanying basic financial statements.

The Nlunicipality's basic llnancial statements include three components: (l) govemment-wide financial

\ratentcnts (GWFS). (2) tLrnd financial statements (FFS), and (-3) notes to the basic financial statements

TNBFS,). This report also conrains rdd itional required infbnnation in addition torhehasic financial statements

themsel!L's. These cotnponents lrc dt'scribed helow.

The hasic financ ial stltculcnts ti)!rls on: ( | ) the Mun icipality as a ir hole (govemmcnt-u ide financial reponing )

and,(l)thc. Itrrnicipality's nrajor indir idual goremmtntal xnd pn)priclar) tirnds. Both perspectives allow the

users to address relevant qucstions. hroadcn a hlsis lor compari\on (\!'ar to )'crr or go\ emment k) qo\ emnlcnt)

and cnhance the \tunicipality's accountabilitv. The component:,i of the basic financial \tatemcnts are described

be lorv.

a) Oovernment-wide Financial Slalernerrls

'fhe CWFS are cornposed of: ( l) thc itatements oi nct assrls (SNA) and (l) the stttement of aetir iticr
(SA). Thcse finirncirl statcmcnts cirn bc' tirund immedirtcly fbllowing this NID&A. CWFS lre designed

-5



}IU\ICIP TLITY ()F FLORID,T

CO}T}TONIVE,\LTH OF Pt'ERTO RICO
i\tanagement's Discussion and Analysis

Fiscal Yc'ar Enrled June 30, l0l0

to pro! idc rcud!'rs $,ith a broad or ervierv of the lv{unicipality's opcrations as a whole in l tnanner sirnilar

to pri!.ate-scctor business. These statements provide \hon-tenn and long-tenn infbnnation about lhe

\,tunicipality's financial position. rvhich assist the NIun ic ipality's managernent to dctermine the economic

condition at JLrne -10, 1010. The GWFS are prepared Lrsing methods that rre sirnilr to those Ltsed by most

pri\ate bu!iinesses.

Bdh of ihe govemmc'nt-u ide financial statcmcnts di:'tinguish functions of the i\lunicipalily lhat are

principally srrpported by taxes and intc-rgovemmental lctivities lgovernmental odit'itiesl from other

llnctions that tre intended to rccovcr lll or a significant portion of thcir costs throLtgh Ltsc'r lees ttnd

chrrgcs t,lrlr.rirrc.rs - I \Pe &'l i I i I i r.s l.

l. Statcment of Net Assets

The purpose of SNA is to lttempt to report all assets o*ned and all liabilities o*ed by the

Mun icipality. The Municipaliry repons of all of its assets \r'hen il acquires ownership over the assets

and rcpons all of its liabilities when they lrc incurred. For example, the Municipality repons

builtlings and infrastructure ils asscts, even though they are not avlilable to pay the obligations

incurred by the Municipality. On the other hand. the Municipxlity repons liabilities. such as clairns

rndjudgments, bonds and notes payable, obligations undercapital leases, compensated absences and

certain accounts payable and rccnred liahilities, even though these liabilities might not be paid until
sereral l'iscal )('ar\ into the luture.

The tlitference between rhe Municipality's total assets and total liabilities reporied in SNA is presented

as 1?,4ss(,rr, rvhich is similar to the total owners' equity reponed by a commercial enterprise in its

tinancial statements. Although the purpose of the Municipality is not to accumulate net assets, as this

ilmount increases 9r decreases over time, such amount represents a useful indicator of whether the

financial position of the lvlunicipality is either improving or deteriorating' respectively.

Statement of Activities

The SA presents information showing how the Municipality's net assets changed during the tiscal year

ended JLrne -10, 1010, by presenring all ofthe Nlunicipality's revcnues and expenses. As previously

tliscusscd, the items reponed in SA are nteasun,d in a manner similar to the approach used by a

c<xnmcrcial enterprise in that re\ enues are recognized lt hen camed or established crireria are satistled.

and erpenses are recorded when incurred by the lVlunicipality. Consequently, revcnues are rcported

c'vc'n rvhen thc.y nray not tle coll!.cted lbr several Inon(h\ alier the ertd of the fiscal year tnd erpenscs

are recorded even though they may not have used cash during the current year.

.\lthotlgh SA looks dil'lerent from a eornrnercial ent!'rprise'\ inconre 5lrlcment. the diftcrence is trrtly

in fbrmat. not sub\tance. Whereas the bottom line in a commercial enterprise rcpresents its nct

income. the l\lunic ipality repons f,n amouot described as acl t hrltge in ttr, rls.re'/s, * hich is cssentially

lhe \itnre conccPt.

The fixLrs of SA is un the rrr,, r'or, t)f various activitics provided by the \'lunicipality. The statctnent

hcginswithacolumnthatidentificsthr,costofeachoitheNltrnicipality'srniliorfunctions.,'\nothcr

)
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}It\ICIP,\I,ITY OF }-LORID,\
Cou}Io\\VE..\LTH OF It.ERTO RICO
\tanagement's Discussion and Anallsis

Fiscal Year Ended JLrne -10, l0l0

column idcntifies rhe re\enucs th:lt are \pecifically related to the clilssified goremmental tunctiunr.

The difference bet\\cen the erpenses and rerenues r..-lated to specitic tunctionVprograms identilies the

e\tent to \rhich L.ach function of the illunicipality drarvs t'rom g!'nerll revenues or is selt'-finlncing

through tees. intcrgovemmental aid. anrl other sottrces of resources.

This statement also presents a conrparison ben|een direct expenses and program rerenues tbr t'ach

lirnction of the i\Iunic iprlity.

GWFS and GFFS presL'nt allofrhe i\tunicipality's govenrnrenlallctivities. \\hich are supponcd nrostly by

taxes and intergovemmental revenues (such as f'ederal lnd state granls lnd contribLrtions). All strr iccs

norm:llly asstxiated with the i\lunicipality fall into this category. including culture. recreation and

c'ducation; general governmcnt; hexhh lnd sanitation; public safety: public housing lnd wc'lllrel and

cconomic and urban dcvelopment.

b) Fund Financial Slalements

'Ihe l\Iunicipality's FFS consist of: (l) the balance sheet sovemnrental fnnds. (l) the stxtement of
revcnues. expenditures andchanges in fund balances govemmental funds, (-l) the statcment ofnc't assL'ts

- proprietary tund, and (-+) the statement ofrevenues, expenses and chan-ues in tund net assets -proprierary

fund. These financial statements rcport the financial position and the resulls of oper;rtions of the

Nlunicipaliry's go!emmental and proprietary funds. with an emphasis on the Nlunicipality's rnajor
govemmental and proprietary funds.

A lund is a grouping of related rccounts that is used to maintain control over resources that have been

segregated for specific activities or objectives. The Municipality, like most other state and lcral
govcmtnents, uses tirnd accounting to r'nsure and demonstrlte compliance with finance-related lecal

requirements. Each tund is considercd an indepcndent liscal cntity accoLtnted for within a set of sr'lt--

halancing accounts rhal comprise its assets, liabilities, fund equity, revr'nue. and expenditures. Fund

accounting scgregates tlnds according to their intended purpose and is used to aid ntanagement in

dcrnonstrating compliance with lcgal, financial and contractual provisions. All of the tunds of the

Nlunicipality can be divided into two cxtegories: govcmmental lirnds and proprietary ltrnds.

l. Gorernmental funds

Co\cmm!.ntal firnds lre uscd to account tbr most ot the serr iccs provided by the llunicipality. These

lir nds are u sed to account li)r c \\ent iirlli the rarne t rJ nct ion s r!'porlcd ils go\ !'nt mc nlal itetivitics in the

GWFS. t.inlike GWFS. rhe fr,t'-us olgoremrnental funds intheFFS is dirccted to specific activitir's of
the \lun ic ipalitl. rathcr rhan thc l\lun iciprlity ls a t hole: theretirre. gor crnntcntal titnds in FFS rcpon

the \lunie ipality's (rpcrrtions in rnore dctail than the GWFS.

Go\crnrncntal ftrnds in FFS pror idc a rlclriled shon-tc'rnr r iew of the trlunicipality's tinanccs that

ils\ist in detcrmining rrhcthcr thcre rvill he ltlc.qLrate financial rcrourccs availahle to rllect the current

nccds ofthe trlunicipality. \rhich is. c'r'aluating the lvlLrniciprlity's n!'lr-tijrnl linancing reqLtirc'ntcnls.

For linancial reporting purpo\r,s. the l\lunicipalrty clasrifi,.'s i(s goventntental litnds rrithin the

7-



}IU\ICTP.TLITY 0I. FI,ORIDA
CO}t\TO\TVEALTH OT' PL ERTO RICO
\lanagemc'nt's Discussion lnd .\nalysis

Fiscal Yc'ar Endcd June 30. l0l0

tirllo* ing typcs: t I ) general fund, (l) tlebt scrvicg fnnd. (3) special rertnue [unds. (-l) capital p()j!'cts

funds and t5) pernrancnt tunds.

Govenrmental funds FFS arr' prcpared on an accounling hasis that is:ignificantly different frotr that

uscd to prepare CWFS. In general. govemmental funds FFS t'ocus on near-term intlorvs and outtlou s

of !'\pendable financial resourcr's, consequently, lhey nreasure and account for cash :rnd other rsscts

that can casily be conl'ened to cash. For e\ample, arnounts reponed on the balance shect include

clpital asscis wilhin a rc'ry shon period of time, but do not include cupitll ass.ts such as land and

buildings. Govemmental fund liabilities generally include lrnounts thrt nomrally are going to be paid

uithin a shon pcriod a tier the end o[the fiscalyear. The difference hetwcen r tlnd's lotal assets and

total liabilities is reported ari the fund balance or deficit. and generally indicatcs the anrount that can be

Lrsr'd to finance the next fiscal ycar's activities. Likc*isc. the operating statenlent tbr goremnrc'ntal

tirnds repons only those rerenuc's and cxpenrJitures that $'ere collected in cash or paid rvith cash,

re:lpectiv!'ly. during the current fiscal year or very shonly atier the etrd of the fiscll 1ear.

Because the focus of govemmental funds FFS is nlrrower than that of the GWFS. it is trst'tirl to

compare the fund inlbrrnation prescrrted tirr govemmerrtal iunds $ ith sirnilar information presented lbr
govemmental rclivities in lhe GWFS. By doing so, readers ntay hetter Ltnderstand lhe long-term

inrpact of the llunicipality's n!-rr-tcnr financial decisbns. Both the govcrnmental funds' balance

shr.et and the go\ernmental tunds' statement ofrevcnuc's, erpenditures and changes in fund bllances
provide a reconciliation to facilitate the comparison hetween govemmental tunds and the

govemnrental activities reported in the government-wide financial statements.

'fhe Municipality has three major govemmental funds. Each major fund is prescnted in a separate

column in the balance shect govemrncntal funds and the staternent of revenucs, cxpenditures and

changes in firnd balances - govr.mmcntal tunds. The three nrajor govemmental lunds are: ( I ) general

trind, (2) debt servicc firnd, and (-.1) joint resolutions lind.

2. Proprietary fund

The proprietary llnd is a tirnd used to rc'pon the finlncial position. results ofoperation rnd cash tlows
of Villas de Florida I (FmHA and Hud Project No. 661-l l-6706600096). The projr'ct is ouned hy the

\lunicipatity. hut its operations are clrricd out by a privitte m nagemcnt lgenl unrelated to the

ivlLrnicipality. 'fhe housing de\!'loprncnt prqect of Villas de Florida I has been dcsigned to assist

!flrious \cgtncnts trf the genc,rtl puhlic in obtaining adequate and rc'lsonable priccd rental ho[sin{.
The project trperltcs untlcr financing thrurgh the Sr'ction U Nc\4 Curstnrction and Sttb\tantial
Rehabiliration Program of the U.S. Dep nmcnt 0f [{ousing and Urhan Der clopnrcnt and the Sect ion

5l5 Rural R!'ntal Hou\inq Loirns Prosratn ofthe U.S. D!'pxnnrent of -\grictllture. Thc prrrpose of
Villas d.' Florirla I is to provide irdcquate housing to low incorne rcridcntr o[ the \lunicipality.

Thc actirities oi Vrllas dr' Florida I have hcen rL'portcd ils a propric{itry tirnrl in the accornprnyirtgt

hasic lintncill \tillcrnents sincc G;\,\P pcnnits the usc ()f cntcrpri\c funds l() rcport ilny activity tbr
which I lce is chargcd tr) extcnlol uscrs of goods or sr:rvicc's, rcgardless of u hether thc govcmtnenl
intcnds trr [rrlly rccorcr lhc cost of the goods or serriccs proridctl. ThLrs. it is eorllrnon to tl5c

-8
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Management's Discussion and Analysis

Fiscal Year Ended June 30, 2010

r proprietary iund reporting to account for services where the govemrnent intends lo recover only a

L portion of its costs through fees or user charges.

. Proprietary funds provide the same type of information as the CWFS, but in more detail.

I
- d Notcs lo Basic Find,ncial S,atcments

I fhe NBFS provide additional information thaa is essential for a full understanding ofthe data provided in
L the GWFS and GFFS. The NBFS can be found immediately following the basic financial statements.

l_ 
$ aher Supplementar! Irl,Iormotion

The basic financial statements are followed by a section of other supplementary infomation consisting of:

I ( I ) budgetary comparison schedule - general frrnd and the Schedule of Expenditures of Federal Awards.

t

This Spce Has Bcen Intenlioaal$ Lcfi ilart

L

T

t
L

L

t
t

t
L

L

L
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}II"\ICTP,\LITY oF FLoRIDA
COTIUoNIvEALTH oF I,LERTo RtCo
lvlanagement's Discussion and Analysis

Fiscal Year Ended June 30, l0l0

FINANCIAL ANALYSIS OF GOVERNNTENT.lVIDE FINANCIAL STATE}IENTS

The N{unicipality's overall financial position and operations for the prior and the current firr-al year are

summarized as follows. based on the information included in the accompanying GWFS:

Condensed Statement of Net Assets

Governmental Activities

June 30. 2010 and 2009

2010

A ssels,'

Current assets

Noncurrent assets:

Cilpital assets, llet of
accumulated depreciation

Other assets

Total assets

Liabilitie s:

Current liabilities
Long-term obligations due within one year

Longterm obligations due after one year

Torrl liabiliiies

Net dssets (delicil):
lnvested in capital assets, nct of debt

Restricted

Unrestricted, as restated

Total net assets

7 ,191 ,171

2009

$ 1,781,238

14,r69.734

22,t16
r6,273.118

$ l,+84.523

14,066,672

t 7,55 1 ,195

2,132,657
-106.051

4,953,069

I ,936, 176

579,6m
5,324,-536

-@
r2.893.919

98.871

(4,21 l,+.19)

$ 8.781,341

r2,775.850

2,041,025
(5, r 06,082)-3--j-Jr0-76

At June 30, 1010, the Municipality's current rssets, amounting to S I ,78 I .238, are mainly composed of cash

rund cash equivalents (5577,911), accounts receivable (52-16,954). net of resene for doLrbtful accounts, due

liom other rgencies (5630,-ll l) and restricted deposits (S125.959).

The restricted cash represents resources legally designated for: ( l) the payment of debt service, (l) the

acquisition, construction and improvement of major capiial assets, and ( 3 ) the operations of federally and state

tunded grant programs. Restricted cash also consists of unspent procceds of bonds issued for acquisition,

construction and improvement of m:rjorcapiial assets. Restricted property taxes receivable represent resources

sci aside to redeem the bonds of the ivlunicipality in minimum annual or biannual principal and intercst

payments.

I0-



}IUNTCIP,TLITY oT. FLoRIDA
Coltlto:\irvEALTH oF [,r- ERTo Rrco
!Ianagement's Discussion and Analysis

Fiscal Year Ended June .10. l0 l0

The \lunicipality's non-current assets, ll ounting to Sl-1.-169,71-l at JLrne J0.2010, are composed ofcapital
assc'ts, wirh a cost basis of Sll.8 16,6-15. which are reported net of accumullted depreciation and arnonization
of S I I .827.1-17 and other non current asscts, amounting to S22, l-+6.

At June 30, 20 10, the lVlunicipality's current liabilities amounling to 52, l -12,657 are mainly composed of due

to orher agencir-,s 1S1,057,175), accounts payable lnd accrued liabilities (S-112,550). uneamed revenues

t 5186,0.12). and the ponions due within one year 1SJ06,05 I ) of bonds and notes payable. Uneamed revenues
principally consist oI uneamed rev.-nues associated with rnun icipal license taxes and inter-qovcmrrental grants

and contributions related to slate and tederally funded grant programs.

The lrlun ic ipality's non-current liabilities, amounting to S.1,953.069 rt June 10, 1010. are rnainly cornposed of
portions due alter one lear of bonds and noted payable.

As noted c.arlier, net assets may sen e over time :rs a useful indicator of the lv{un ic ipality's financial position.
The assets of the Municipality exceeded liabilities by S8,78 I .3-l I at June -10, 2010. The most significant
ponion of net assets ( S I 2,893,919) reflects the lltun icipality's inYestmerrt in capital assets (e,g. Iand, buildings,
machinery, equipment, flrniture, fixtures. infrastructure, etc. ), net of all rclated debt still outstanding that was

issued to acquire, constrxct or improve those assets. The Municipality uses these capital assets to provide
services to its citizens; consequently, these assets are not available for fuure spending. Although the
Municipality's investment in capital assets is reported net ofthe outstanding related debt, the resources needed

to repay that debt must be provided by other sources, since capital assets cannot be used to liquidate these
liabilities.

Another significant portion of net assels (598,87 | ) at June 30, 2010, represents resources that are restrictL'd for
debt service payments and capital projects.

The remaining componeni of total net assets consisls of unrestricted net Iiabilities rmounting to 54.21 I ,-149 at

June 30, 2010. These unrestricted net liabilities are the consequence ofprevious budgets that did not provide

sutlicient lirnding fbr incuned long-term obligations. such as honds and notes payable, clairns andjudgments,
ctc. Historically, a signiticant portion of such obligations has been budgeted on a pay-as-you-go basis.

The toral net assets of the Municrpality decreased by 5480.287 during the fiscal year ended June 30, l0 10.

'fhis Space Has Reen Intentionally Left Blank
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}IU\ICIPTLITY oF FLoRIDA
Co}T}toN}VEALTH oF PL:ERlO RICO

l\'lanagement's Discussion and Analysis
Fiscal Year Ended June -10. l0l0

The following is a cond!'nsed presentation of the }lunicipality's results of oprrations as reported in the GWFS:

Condensed Statement of ,\ctivities
Govemmental Activities

Fiscal Years Ended June .10. l0t0 and lfi)9
l0l0

Program revenues:

Program-specific operating grants and contributions
Program-specific capital grants and contributions
Charges for services

Total progrrm revenues

General revenues:

Propeny taxes

Municrpal license iaxes

Construction excise taxes

Sales and use tax

Unrestricted grants rnd contributions
Inierest on deposits

Miscellaneous

Total general revenues

Total revenues

Program expenses:

General government

Economic development

Health and sanitation

Puhlic safety

Public housing and welfare

Recreation

Interest on long-term obligations

Operating and maintenance

Deprec iation
Total expenses

r"et increase in net assets

),let ilssets, at beginning of fiscal year

Prior-period adj ustments

Net assets, at beginning of fiscal year. as restated

Net flssets, at end of fiscal year

4,l-16,589

6,501 , 194

t0.7-.19.616

(91,8.1.1)

9,516,-113

s 818,059
i7R 111

129,772

r,8.16,164

-1,853, l -r2
.15,630

.r39,582

1,6r6,l]t
l l.557
55,129

7,021, l5 I

$ 8-50.016

2,731..134

-565.2 t9

.1,757,804

7t,31I
89.58 |

26,071

t.500,.102

56,025

8,867,3 l5 t0,647,781

| ,282.709
2, 129,7-18

r .249,795

| . I 59.982

t.951,l.t.s
t,550.520

106,685

2,203,397

2. t58,962
t,.157,065

I, r95,417

|,194.97 t

t.-s07,685

264,287

-r20,765

t 31 ,047
9,-5-10.564

(661.2-19)

9.-1.+-1.590

q,+.1.+.590

s ri.781,34 t

9,-s36,.1t3

Tffi-
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}IUNICIPALITY OF FLORIDA
Co}tuoNwEALTH oF PUERTO RICO
lllanagement's Discussion and Analysis

Fiscal Year Ended June 30. l0l0

As prcviously mentioned, the llunicipality's net assets decreased by 5663,2-19 during the current fiscal year.

Approximately 607o of the Municipality's total revenues for the cunent fiscal year came from property,

municipal license, and sales and use tares (S5,338,3-l-l). Grants, contributions and charges for services
(program revenues), amounting to $3,462,285. provided 39% of the total revenues for the current fiscal year.

Miscellaneous revenues and interesi on deposits provided the remaining I % of total reve[ues.

The Municipality's expenses covera wide range ofservices. The largestexpenses ofthe Municipality forthe
fiscrl year ended June 30, 2010 were related to: ( I ) economic development ($2, | 29,738), (2) public housing
and welfare ($1,951.135), (3) recreation (S1,550,520), (4) general administrating and operating costs
($1,282,709) which were classified as "general governmenf', (5)health and welfare ($1,249,795), (6)public
safety 1$ I,159,982), (7) and interest on long-term obligations (5206,685). These expenses include depreciation
and amortization of capital assets in the amounts of S941,796 for the fiscal year ended June 30, 2010.

FINANCIAL ANALYSIS OF GOVERNNIENTAL FUNDS

Analysis of Financial Position of Goveramental Funds

As discussed earlier, the Municipality uses fund accounting to !'nsure and demonstrate compliance with
finance-related legal requircments. The focus of the Municipality's govemmental funds is to provide
information on near-ierm inflows, outflows, and balances ofexpendable resources. Such information is useful
in assessing the Municipality's compliance with finance-related legal requirements. Specifically, unreserved
fund balance may serve as a useful measure of the Municipality's net resources available for spending at the

end of the fiscal year.

At June 30, 2010, the total assets ofgovemmental funds amounted to $2,607,947, which consisted principally
of: ( I ) cash and cash equivalents of $576,338 (2) accounts receivable, 5244,124, net of reserve for doubtful
accounts, and (3) inter-fund receivables of $l,787,485. Such assets are restricted for debt service, capital
projects, encumbrances and other specific purposes.

At June 30, 2010, the total liabilities of govemmenial funds amounted to S3,514,300, which consisted
principally oft ( I ) accounts payable and accrued liabilities of $382,98 I , (2) deferrcd revenues of S49l,042, (3 )
inter-fund payables (52,223,387) and (4) matured bonds due and payable of $ I'IO,0OO.

This Space Has Been Inknrtonally Left Blank
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NIUNICIPALITY oF FLORIDA
Co}IMoNIVEALTH oF PUERTO RICO
Management's Discussion and Analysis

Fiscal Year Ended June 30, 2010

The fund balances of govemmental funds decreased by $ 1..102,4-56 during the fiscalyearended June 30, 2010.

Condensed Balance Sheet - Governmenld Funds

June J), 2010 and 2fi1!)
2010 2ff)g

Assels.'

Total assets - major govemrnental funds

Total assets - other govemmental funds

Combined total assets

Liabilities:
Total liabilities - major govemmental tunds

Total liabilities - other govemrnental funds

combined rotal liabiliries

Fund balances:

Reserved - major govemmental funds

Reserved - other govemnrntal funds

Unreserved - all governmental funds

Combined total fund balances

Total liabilities and fund balances

1,&7,947

3,514,100 3.123,369

1.94t.771
6ffi.t74

$ 1,074,846

5.1.1,626-T---@

2922,6t9
591.681

2.642.861

+80,508

l,ll l,l22
74,.r93

(2, 1 1 1,968)
(906,353)

|,792,430
64.1 l8

( 1.360,.14s)

-196,I03

2,607 ,947 3,6t9,472

Major Governmental Funds

General fund (GF) - The GF is the principal operating fund of the Municipality. The GF's total assets

amountedto$79l,2l4atJune30,20l0. Such assets consist principally oft ( l) municipal license tax, sales and

use tax, licenses, permits, other taxes and other (S2l1,008), and (2) short-term and long-term amounts due

from other funds ($580,206).

TheGF's toral liabilities amounted to S2,765,194 at June 30,2010. Such liabilities are composed mainly of:
( I ) bank overdraft ($227,4241,(2) deferred revenues (S255,064), (3) accounts payable and accrued liabilities
($255,997), and short-term and long term amounts due to oiher funds ($ | '995'709).

At the end of the current fiscal year, unreserved fund deficit of the GF rmounted to $2,I I 1.968, while total

fund deticit amounted to $ I ,973,980.

Debt service fund (DSF)- The DSF's total assets amounted to $248,844 at June 30, 20[0, which consist

mainly of restricted cash in fiscal agent (S215,771 ). restricted property taxes receivable, net of reserve for
doubrful accounts (S33,060). The DSF's total liabilities amounted to $ 154,l5l atJune30,20l0,whichare
mainly composed of: ( I ) matured bonds and interests due and payable t S 154,l -18), (2) and due to other funds

(S l3).

- 1.1 -



NIUNTCIPALIfi OF FLORIDA
COMMONWEALTII OF I'L]ERTO RTCO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2010

.Ioint rcsotutions fund (JRF) - The JRF's total restricted assets amounted to $901,716 at June 30, 2010,

which consist of cash in a commercial bank ($43,93E) and due from other funds ($E57,777). The JRF s total

liabilities amounted to $3,274 at June 30, 2010, which are mainly composed ofbank ovedraft ($3.274). At the

end of the cur€nt fiscal year, JRF's total fund balance is $E98'441.

Other qovemmentol funds (OGfl - The OCF's total assets amounted to $666,174 at June 30,2010, which

consist mainly of restricted cash and cash equivalents ($316,629), due ftom other funds ($349,502), and

accrued inrercst receivable ($43). The OGF's total liabilities amounted to $591.681 at June 30, 2010, which

are mainly composed of deferrcd rcvenues (5235,978) and short-term and long-term amounts due to other

funds ($354,649).

This Space Has Been Inlentionally l*fi Blank
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trIUNICIPALITY OF FLORIDA
CO}T}TONTVEALTH OF PUERTO RTCO

Management's Discussion and Analysis
Fiscal Year Ended June 30. l0l0

Analysis of Operating Results of Governmental Funds

Condensed Staternent of Revenues, Expenditures and Changes

in Fund Balances - Govemmenlal Funds

Fiscal Yean Ended June -10. 2010 and 2009

2010 lm9
Revetttes:

Total revenues - major govemmental funds

Total revenues - other govemmental funds

Combined total revL'nues

E.tperulitures:

Total expendilures - major governmental funds
Total expenditures - other governmental funds

Combined total expenditures

Deficient'v of revenues uruler e.rpenditures

Other finuncing sourt-es, net:

Proceeds from issuances of note payable
Other linancing sources, net - major

governmental funds

Other financing sources (uses), net - other

govemmental funds

Combined other financing sources (uses), net

Elcess (lefirienct) of rerenues u,td otlPr

Ji nunc in g .u ru r<-e s ove r ( un.le r ) e \pen.l i hff e s

uul other linuncing uses

Furul ltulunce, ut heginning of li.s<'ul t'cur

P r io r - pe r iol ulj u sfitent s

Furul lrulure. ut heqi nin,q tt .fiscul |eur ( re\tated)

Fitni bulunte, ut en.l o.l lisruI teur

(t,4r6,011) (7s7,242)

s 6.688.1 73

l .672.031

8.180.209

1.802,6m

8.360.20-l 10,282,899

7,8m,653
r,885,562

-6-tr

9, I 36,345
l,903.796

-T 
l-o4o-IiT-

324,668
(32,1,668)

225,000

312,724
(312,724)

225.000

( 1,4 r6,01 1 )

509.658

(532,212\

t.028,-l-15

509.658 t.0:8,-r+5
(q06.353) .196.l0-1
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}IUNICIPALITY OF FLORIDA
Cou}IoN}vE.{LTH OF PL.ERTO RICO
iManagement's Discussion and Analysis

Fiscal Year Ended June 30. l0l0

ltaior Governmentrl Funds

@3g!-fu4g!- fhe total tund deficit of the GF increased by S6-15,6-j9 during currcnt fiscal year.

Approximately 8l tt (S5.272.72-1) of the GF's total revenues for the current fiscal year came from property

taxes, municipal license. sales and use taxes, Iicenses, permits, other lor'al laxes and charges tbr services while
($ 1,10.1.55 I ) resulted tiom intergovernmental grants and contributions.

The largest expenses of the GF for the tiscal ;ear c'nded June -10, l0l0 were related to: (l) general

rdminisrrating and operating costs (S I ,165,-565), (2) public safety (S I,056,053), (3) public housing and welfare
(S1,010,859), (-l) recreation (S1,067,195), (5) cconomic development (S 1,4.13,745), (5) and health and

sanitation (S 1.096,62.1).

Debt service fund ( DSF) - The total fund balance ofthe DSF decreased by S I 1,258 during cumnt fiscal year.

Approximately S I 26, I I I of DSF's total revenues for the current fiscal year came from restricted property

taxes. DSF's toial expenditures forthe current fiscalyearcame tiom principaland interests on bonds payable

(s.114.-r2 r ).

.loint resolutions fund (JRF) - The iotal fund balance of the JRF's decreased by 5542,466 during current

fiscal year. JRF's total expenditures for the current fiscal year came from health and sanitation ($520,283),

and public housing and welfares ($22,183).

Other sovernmental funds (OGF) - Substantially all of OGF's revenues for the current fiscal year came

from intergovernmental grants and contributions of $ 1,664,952, charges for service of $3,962 and interest,

fines and penalties of $3, I 17. Total expenditures were mainly related to economic development ($522,680),

recrearion (S379,196), public housing and welfare (5317,525), health and sanitation (S49,2.12) and capital

outlays ($616.719).

FINANCIAL ANALYSIS OF BUSINESS-TYPE ACTIVITIES

Analysis ol Financial Position of Propietarl Fund

Ar June 10, 2010, rhe total assets of proprietary fund amounted to S I , 1.17,089, which consisted principally oft
(l) resrricted cash in cornmercial banks (S l,576), (2) due from other agencies (59.138), (3) restricled deposit

(Sl15,959), (-l) capital assets net of accumulated depreciation ( $785,-140)' (5 ) other assets (S22' l-16), and ( 6)

others receivable ( 2.8-10 ).

i\t JLrne -10, 1010, the toral liabilities of the proprietary lirnd arnounted to 5713.1164, which consistcd

principally of: ( I ) noncurrent liabilities of 5694,295, and (2) accounts payable and accrued liabilities of

519.-s69.

The toral lnrc.sstricred net ass!'ts of proprietary firnd amounted to 5.123,225 atJune 10. 1010. The tbllowing

table prcsents a rummary of the financial position of the proprietary fund ( PF) at June -10. l0 l0:

t7



}TUNICIPALITY OF FLORID.{
CoLt}toNwEALTE oF PUERTo RICO
Management's Discussion and Analysis

Fiscal Year Ended June 10, 2010

Assels.'

Total current assets

Total non{urrent assets

Total assels

Dabilities:
Total current liabilities

Total non-current liabilities
Total liabilities

Net assels:

Invested in capital assets, net of related debt

Restricted for federal funded program

Tolal resticted nel assers

U nre stricl ed net as sels

Total nct assets

CAPITAL ASSETS AND DEBT ADMINISTRATION

339,503

807.546

I, t47,049

29,569

694,295

723.864

423,225

l,147.089

a)

b)

Capitll Asseb

The Municipality has invested $27,057,275 in capitalassets used in govemmental activities, which have

an accumulated depreciation and amortization of$12,472,335 at June 30,2010. The net capital assets

increased during the current fiscal year due to the current fiscal year's capital additions (M03,062), which

were partially offset by the depreciation and amortization expense.

Debt Administration

The Municipality tlnances a significant portion of its construction activities through bond and no(e

issuances, and through state and federal grants. The proceeds from bond issuances designated for

construction activities are committed in its entirety for such purposes and cannot be used for any other

purposes.

Ar June 10, 2010, the Municipality's total bonded debt amounted to 5200,000 consisting ofbonds payable.

Such debt is backed by rhe full faith and credit of the lvlunicipality. The Municipality has also cerlain

outsEnding notes payable. Such notes payable also decreased during the current fiscal year mainly due to

the principal paymenls made during the same period.

t8 -
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r&UgITFONNFONMATION

Thb fu6nciel rcport is designed to provide a gerrcral overview of tlre Municipality's finances for all of the

Municipality's iitizenq t"*payen, custorners, inv€stos and ceditors. This financial repon seeks to

dctffi|ll|t$e the Munbiplity's accounubility for the money it rec€ives. Qucstions conceming any of tlrc

i*fonnrfion provided in ihis rcport or !€quests for additiooal information shouH be addressed to: Municipality

of Floddt Depanment of Finance.
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COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF FLORIOA

STATEMENT OF NET ASSETS
JUNE 30, 2010

Assets

Cash in bank (Notes 2 and 5)
Cash with liscal agent (Notes 2 and 5)
Accounts receivable:

Municipal licenses
Sales and use tax
Licenses, permits and other taxes
Others
Property taxes
lnterest

Due from other agencies (Note 9)
Restricted deposits
Other assets
Capital assets, net (Note 1 1)

Tolal assets

Liabilities and Net Assetg

Liabilities
Bank overdraft
Accounts payable and accrued liabilities
Due to other agencies (Note l2)
lnterest payable
Deferred revenues (Note 13)

Claims and judgements
Noncurrent liabilities (Note 15):

Due within one year
Due in more than one year
Total liabilities

Flestricted for:
Debt service
Capital proiect

Unrestricted
Total net assets

Tolal liabilities and net assets

s 271 ,603 s 1.s76

Governmental Villas de
Activities Florida I

2,830

9,1 38
32s,959
22,146

13.684.293 785,440

$ 15,126,028 $ 1 ,147,089

s 231,752 S
382,981

1,O57,175

1 4,1 38
386,042

31,000

29,569

5s,625
638.670

350,
,314,
.lot. 723 864

304.735

1 1 .099
6,436
4.700

188,773
33,060

56
621.273

426
399m

Net Assets
lnvestment in capital assets, net of related debt l2'893,919

94,693
4.178

(4.634,674) 423,225

s 1 5. 126.029 S '1 .1 47,089

The accompanying notes are an inlegral part ol these basic linancial statemenls.
-20-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

RECONCILIATION OF THE GOVERNMENTAL FUNDS

BALANCE SHEET TO STATEMENT OF NET ASSETS
JUNE 30, 2010

Total lund balances - governmental funds

Amounts reported lor governmental activities in the statement
of net assets are dilferent because:

. Capital assels, net used in governmental activities are
not current linancial resources and therefore are not
reported in the governmental funds balance sheet

. Some liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds. (Noto 4)

. Other assets are not available to pay lor current period

expenditures and, therefore, are delerred in the funds.

Net assets ol governmental activities

(s06,3s3)

13,684,293

(4,489,825)

70.000

$ 8,358,1 15

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

MUNICIPAL]TY OF FLORIDA

RECONCILIATION OF THE STATEMENT OF REVENUES' EXPENDITURES' AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
FOH THE FISCAL YEAR ENDED JUNE 30' 2O1O

Net change in fund balances - total governmental f unds

Amounts reported for governmental activities in the statement of

activities are different because:

. Governmental funds report capital outlays as

expenditures. However, in the statement of activities, the

cost of those assets is allocated over their estimated

useful lives and reported as depreciation expense.

. Depreciation expense on capital assets is reported in the

statement of activities, but they do not require the use of

current financial resources. Theretore' depreciation

expense is not reported as expenditure in governmental

. Governmental funds report principal payments on long-

term obligations as expenditures, whereas the principal

payments reduces the long-term obligations in the

statement of activities.

s (1,416,01 1)

1 ,1 65,778

(804,749)

217,736

. Some expenses reported in the statement of activities do

not require the use of current linancial resources;

therefore, are not reported as expendiiures in

Changes in net assets of governmental activities

272.962

$ (564,284)

The accompanying notes are an integral part ol these basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

ORGANIZATION

The Municipality is a political legal entity with full legislative and administrative
laculties in every affair of the municipal charactel, with perpetual succession
existence and legal personalrty, separate and independent from the central
government of the Commonwealth of Puerto Rico. The Municipality provides a full
range of services including health, public works, environmental control, education,
public safety, public housing and community development, culture and recrealion as
well as many other general and administrative services.

The Municipal Government comprises the executive and legislative branches. The
executive power is exercised by the Mayor and the legislative by the Municipal
Assembly, which has 12 members. The members of these branches are elected
every four years in the Puerto Rico general elections.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Municipality have been prepared in
conlormity with accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental entities. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles.

The financial information ol the Municipality is presented in this report as follows:

. Management's Discussion and Analysis - lntroduces the basic financial
statements and provides and analytical overview of the Municipality's financial
activities.

. Government - Wide Financial Statements - The reporting model includes financial
statements prepared using full accrual of accounting for all of the government's
activities. This approach includes not just current assets and liabilities, bul also
capital assets and long-term liabilities (such as buildings and intrastructure,
including bridges and roads, and general obligation debt).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Statement of Net Assets - The statement of net assets is designed to display the
financial position of the Municipality, including capilal assets and infrastructure.
The net assets of the Municipality will be broken down into three categories;
invested in capital assets, net of related debt; restricted; and unrestricted.

Statement of Program Activities - The government - wide statement of activities
report expenses and revenues in a format that focuses on the cost of each of the
government's functions. The expense ol individual functions is compared to the
revenues generated directly by the function.

Budgetary comparison schedules - Demonstrating compliance with the adopted
budget is an important component of a government's accountability to the public.
Under the reporting model, the Municipality will continue to provide budgetary
comparison information in their financial statements. An important change,
however, is a requirement to add the government's original budget to the current
comparison of final budget and actual results.

The following is a summary of the more significant policies.

a. Reporting Entity

ln evaluating how to deline the Municipality for financial reporting purposes,
management has considered all potential component units. The decision to
include a potential component unit in the reporting entity was made by applying
the provisions of Statement No. 14, "The Financial Beporting Entity", as amended
by GASB Statement No. 39, "Determining Whether Certain Organizations are
Component Units - an amendment of GASB Statement No. 14".

The basic, but not the only criterion for including a potential component unit within
the reporting entity is if elected officials of a primary government appoints a voting
maiority of the entity's governing body, and if either one of the following conditions
exist: the primary government can impose its will on the other entity or the
potential exist for the other entity to (1 ) provide specific financial benefits to or (2)
impose specific financial burdens on the primary governmenl.

A second criterion used in evaluating potential component units is if the nature
and significance of the relationship between the entity and a primary government
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2O1O

are such that to exclude the entity from the financial reporting entity would render
the financial statements misleading or incomplete.

GASB Statement No. 39 provided additional guidance to determine whether
certain organization for which the primary government is not financially
accounlable should be reported as components units, A legally separate, tax-
exempt organization should be discretely presented as a component unit if all of

the following criteria are met: (a) the economic resources received or held by the
separate organization are entirely or almost entirely for the direct benefit of the
primary government, its component units, or its constituents; (b) the primary
government, or its component units, is entitled to, or has the ability to otherwise
access, a majority of the economic resources received or held by the separate
organization, and; (c) the economic resources received or held by an individual
organization that the specific primary government, or its component units, is
entitled to, or has the ability to othenruise access, are significant to the primary
government. GAAP details two methods of presentation: blending lhe financial
data of the component units' balances and transactions in a manner similar to the
presentation of the Municipality's balances and transactions or discrete
presentation of the component units' financial data in columns separate from the
Municipality's balances and transactions.

The Villas de Florida I Proiect is included in the basic financial statements as a
discretely component unit because of the nature ol the services they provide and
the Municipality's ability to impose its will.

Villas de Florida I Project is an 8g-unit multi-family housing proiect owned by the
Municipality as authorized transfer from the Special Trustee for the Liquidation of
the Accounts of the Puerto Rico Urban Renewal and Housing Corporation. The
Project is operated under Section 515 of USDA, Bural Development (USDA-RD)
and regulated by the U. S. Department of Housing and Urban Development (HUD)
with respect to rental charges and operating methods. The proiect is also subject
to Section 8 Housing Assistance Payments agreements with HUD, and a
significant portion of the Project's rental income is received from HUD. Also, the
Project is financed by a Mortgage of Section 515 Direct Loan.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

b. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and
the statement ol changes in net assets) report information on all the activities of
the Municipality. For the most part, the effect of interfund activity has been
removed f rom these statements. Governmental activilies are supported mainly by
taxes and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segments are offset by program revenues. Direct expenses
are those that are clearly identif iable with a specilic f unction or segment. Program
revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the
operational or caprtal requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead
as general revenues.

The lund financial statements segregate transactions related to certain functions
or activities in separate funds in order to aid linancial management and to
demonstrate legal compliance. These statements present each ma.jor fund as a
separate column on the fund financial statements; all non-major funds are
aggregated and presented in a single column.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounl,ng. Revenues are
recorded when earned and expenses are recorded when a liability is rncurred,
regardless of the timing ol related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requrrements imposed by the
provider have been met.
Governmental fund financial staiements are reported using the current financial
resources measurement focus and lhe modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Revenues are considered to be available when they are colleclible within the
current period or soon enough therealter to pay liabilities of the cunent period.
For this purpose, the government considers revenues to be available if they are
collected within the current period or soon enough thereafter. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when
payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current liscal period. Only the portion ol special
assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items
are considered to be measurable and available only when cash is received by the
government.

The Municipality reports the following major governmental tunds:

1) General Fund

This is the operating fund of the Municipality and accounts for all f inancial
resources, except those required to be accounted for in another fund.

2) Joinl Resolutlon Fund

This fund is used to account lhe resources for all the transactions of the State
Contribution by Legislature Resolutions. The primary objective of these funds
is the development of pro.lects on communities, non-for-profit organizations,
purchase of equipment and indirect assignment to persons of low and
moderate income.

3) Debt Service Fund

This fund is used to account for the
made for principal and interest on
governmental funds.

resources accumulated and payments
long-term general obligation debt ot
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COMMONWEALTH OF PUENTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FTSCAL YEAR ENDED JUNE 30, 2O1O

Private-section standards of accounting and financial reporting issued prior to
December 1 , 1989, generally are followed in the government-wide financial
statements to the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board.

As a general rule the effect of interfund activity has been eliminated from the
government-wide f inancial statements.

Amounts reported as program revenues include 1) charges to customers or
applicants for goods, services, licenses, permits, or privileges provided, 2)
operating grants and contributions, and 3) capital grants and contributions,
including special assessments. lnternally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues
include all taxes.

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

d. Cash and Cash with Fiscal Agent

The Municipality's Finance Director is responsible for investing available
resources. The Municipality is restricted by law to invest only in savings accounts
with banks qualified as a depository of public funds by the Puerto Rico Treasury
Department (PRTD) or in instruments ol the Government Development Bank for
Puerto Rico (GDB).

Cash with liscal agent in the other governmental fund consists of unused
proceeds from appropriations from the Legislature ol Puerto Rico, for the payment
of current liabilities, and bonds and notes issued for the acquisition and
construction of ma.ior capital improvements. Cash with tiscal agent in the debt
service f und represents special additional property tax collections retained by the
Commonwealth of Puerto Rico and restricted for the payment of the Municipality's
debt service, as established by law.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

lnterfund Receivables and Payables

Activities between funds that are representative of lending/borrowing
arrangements outstanding at the end of the liscal year are relerred to as either
due to/from other {unds (i.e., the current portion ol interfund loans) or advances
to/from other funds (i.e., the non-current portion of intertund loans). All other
outstanding balances between funds are reported as due toifrom other funds.

Capital Assets

Capital assets, which include property, plant, equipment, and inlrastructure (which

is normally immovable and of value only to the Municipality, such as roads,
bridges, streets' sidewalks, and drainage system), are reported in the applicable
governmental or component units columns in lhe government-wide financial
statements.

Capital assets purchased or acquired are carried at historical cost or estimated
historical cost. Contributed assets are recorded at fair market value as of the date
donated. Additions, improvements and other capital outlays that significantly
extend the uselul life of an asset are capitalized. Other costs incurred tor repairs
and maintenance are expensed as incurred. Depreciation in capital assets is

calculated on the straight-line basis over the following estimated useful lives:

f.

lnfrastructure
Buildings and building improvements
Furniture and f ixtures
Vehicles and equipments

Useful Life

25-50 years
20-50 years

5-10 years
5-20 years
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

g. Reservation ol Fund Balance

Reservations of fund balance represent portions of fund balance that are legally
segregated for a specific future use or are not appropriated lor expenditure. The
Municipality has the following reservations of fund balance:

Encumbrances

Represent fulure expenditures under purchase orders, contracts and olher
commitments. These committed amounts generally will become liabilities in luture
periods as the goods or services are received.

Debt Service Fund

Flepresents net assets available to f inance f uture debt service payments.

Caoital Proiects Fund

Capital projects fund represents the reservation of amounts to be used for future
expenditures on capital projects under contracts and other commitments. The
committed amounts generally will become liabilities in future periods as the
projects are completed.

h. Risk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and other
losses. lnsurance policies are negotiated by the Puerto Rico Treasury
Department and costs are allocated among all the municipalities of Puerto Rico.
Cost o{ insurance allocated to the Municipality and deducted from the gross
property tax collections by the Municipal Revenue Collection Center (the'CRlM")
for the year ended June 30,2010 amounted to approximately $151,942. The
current insurance policies have not been cancelled or terminated. The CRIM also
deducted approximately $184,007 for workers' compensation insurance covering
all municipal employees.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Compensated Absences

Employees are entitled to 30 days vacations leave and 18 days sick leave per
year. Sick leave is recorded as expenditure in the year paid. Employees are
entitled to payment of unused sick leave upon retirement if have been employed
for at least 10 years in the municipal government. On July 1997, state Law 152
supra amended the Article 12.016, Section b (2) of the Municipal Law, authorizing
the Municipality to pay any excess of vacations and sick leave accumulated over
the maximum previously permitted by law. Calculations must be made until
December 31 of every year. Excess of sick leave must be paid until March 31
next every natural year. Excess of vacations can be paid after July 1 of every
fiscal year.

Use of Estimates

The preparation ol linancial statements in conformity with accounting principles
generally accepted in the United Slates of America requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities, and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting period. The most significant
estimates consist of the contribution received from the Puerto Rico Electric Power
Authority and the Municipal Revenue Collection Center caused by the delay of the
notification of the actual revenues and expenditures to the presented in the
financial statements of the agencies mentioned above.

Future Adoption of Accounting Pronouncements

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

Adoption
Statement Required in
Number Statement Name Fiscal Year

54 Fund Balance Fleporting Governmental
Fund Type Definitions
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIOA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Adoption
Statement Required in
Number Statement Name Fiscal Year

57 OPEB Measurements by Agent Employers
and Agent Multiple - Employer Plans 2011-12

59 Financial lnstrument Omnibus 2010-1 I

60 Accounting and Financial Reporting for
Service Concession Arrangements 2012-13

61 The Financial reporting entity: Omnibus -
on amendment of GASB Statements
No. 14 and 34 2012-13

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

3. STEWARDSHIP,COMPLIANCE, ANDACCOUNTABILITY

a. Budgetary Control

The Municipality's annual budget is prepared on the budgetary basis of
accounting, which is not in accordance with GAAP, and represents departmental
appropriations recommended by the Mayor and approved by the Municipal
Legislature prior to the beginning of the fiscal year. Amendments to the budget
require the approval ol the Municipal Legislature. Transfers of appropriations
within the budget. known as Mayor's Flesolutions, do not require the approval ol
the Municipal Legislature.

The Municipality prepares its annual budget including the operations of the
general and the debt service funds.

Revenues and Expenditures - Budget and Actual (Budgetary Basis), accordingly,
include only the operations of the general and the debt service funds.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FtNANCTAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

The amounts budgeted under the Special Revenue Fund were excluded since
they are received and expended over a period ol time which generally exceeds the
current year.

For budgetary purposes, encumbrance accounting is used. The encumbrances
(i.e., purchase orders, contracts) are considered expenditures when incurred. For
GAAP reporting purposes, encumbrances outstanding at year-end are reported as
reservations ol fund balances and do not constitute expenditures or liabilities
because the commitments will be honored during the subsequent year.

The unencumbered balance of any appropriation at the end of the fiscal year will
lapse at the end of such fiscal year. Other appropriations, mainly capital project
appropriations, are continuing accounts for which the Municipal Legislature has
authorized thal an unspent balance from the prior year be carried forward and
made available lor current spending.

The annual budget is presented in the Combined Statement of Revenues and
Expenditures - Budget and Actual (Budgetary Basis) is the budget ordinance to
June 30, 2010 representing the original budget.

b. BudgeUGAAP Beconciliation

The following schedule presents comparisons ol the legally adopted budget with
actual data on a budget basis. Because accounting principles applied for
purposes of developing data on a budget basis differ signilicantly from those used
to present financial statements in conformity with GAAP, a reconciliation of entity
and timing differences in the excess of revenues and other financing sources over
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

expenditures and other financing use for the year ended June 30, 2010 is
presented below for the general and debt service funds: 

o€bt service

Excess ol expendilures over revenues - budgetary basis t (a*)
Entity dillerences:
Non-budgeted iransrers (276.272\

Excess o, expendilures over revenues - GAAP basis $ (276.937)

Explanation ol differences:

SourceYinllows of resources
Actual amounts (budgetary basis) available approprialion lrom
the budgetary comparison schedule

Diflerences - budget to GAAP:
Transfers from olher tunds are inflows of budgetary resources
but are not revenues for financial reporting purposes

Non-budgeted revenues

Total revenues as reported on the statement ot revenues,
expenditures, and changes in fund balances

ljses/out lows of resources

Actual amounts (budgetary basis) -Total charges to
approprialion from the budgetary comparison schedule

Dilf erences-budget to GAAP:

Prior year encumbrances recorded as currenl year
expenditures tor GAAP basis

Current year encumbrances recorded as expenditures for
budqetary purposes

Transfers to other funds are out llow ol budgetary uses but are
not expenditures for frnancial reponing purpose

Non-budgeted expenditures

Total expendilures as reported on the statement of revenues,
expenditures. and changes in fund balances

General Fund

$ 6.991,050

31.053

(481 ,4-14\

$ 6,540,689

$ 6,90'1.507

(28.322)

130.633

293.615

(373,667)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

c. Legal Compliance

The legal level of budgetary control is at the individual department level for
general fund expenditures, and principal and interest due for the debt service
f und.

RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

The governmental fund balance sheet includes reconciliation between fund balance-
governmenlal funds and net assets of governmental activities as reported in the
government-wide statement of net assets. One element of that reconciliation explains
that some liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported in the funds. The details of the approximately
$4.5 million differences are as follows:

Bonds payable
Compensated absences
Notes payable
Other long-term liabilities

Net adjustment to reduce fund balance governmental funds
to arrive at net assets of governmental activities

5. DEPOSITS

$ 175,000
923,373
455,000

2.936.452

$tua9.825

Custodial credit risk is the risk that in the event of a bank failure, the government's
deposits may not be returned to it. Under Puerto Rico statutes, public funds
deposited in commercial banks must be fully collateralized for the amount deposited
in excess of lederal 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 deposits at GDB of approximately SBB,964 that is restricted principally torcapital
projects and the $215,771 in the debt service fund are unsecured and
uncollateralized, as no collateral is required to be carried by governmental banks.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAL]TY OF FLORIDA

NOTES TO THE F|NANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

The Municipality maintains its inveslments in one (1) bank located at Puerto Hico. All
kind of deposit is guaranteed by the Federal Deposit lnsurance Corporation (FDIC).
The standard insurance amount limit is 5250,000 that is temporary through
December 31 . 201 3.

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.

PROPERTY TAXES

The Municipal Flevenues Collection Center (CRIM) ol the Commonwealth of Puerto
Rico is responsible by law for the assessment, levy and collection of all real and
personal property taxes. The tax on personal property is sell assessed by the
taxpayer. The assessment is made in a return which must be filed with the CRIM by
May 15 of each year. The tax on real property is assessed by the CFllM. The
assessment is made as ol 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 belore May 15. The tax on real property is due in
two equal installments in July 1 and January 1 , following the assessment date.

The rates are 6.08% for real property and 8.08% for personal property. The
composition is as follows:

Basic property
Additional special property - state
Additional special property - municipal
Discounts made by state to tax payer

Real

4.00o/"
1.030,6
1 .25"/o

<.20",1">

6,.09",'.

Personal

6.00/"
1 .030/"
1.25"k
<.209'">

8.08%

The Municipality's basic property tax rate represents the portion which is appropriated
for general purposes and accounted for in the general fund.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAB ENDED JUNE 30, 2O1O

The "Additional special property tax - municipal" is restricted for debt service and
retained by GDB for such purposes and it is recorded as revenue in the Debt Service
Fund when collected by the CRIM and reported to the Municipality.

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

Residential real property occupied by its owner is exempt by law from the payment of
property taxes on the first $15,000 of the assessed value. For such exempted
amounts, the Department of Treasury assumes payment ol the basic tax to the
Municipality, except for property assessed at less than $3,500, for which no payment
is made. Revenue related to the basic tax on exempt property is recorded in the
General Fund when payments are received Irom the CRIM.

Complete exemption lrom personal property taxes up to an assessment of $50,000 is
granted to merchants with an annual volume of net sales less than $150,000.

Prior to the beginning of each fiscal year, the CRIM informs the Municipality of the
estimated amount ol property tax expected to be collected forthe ensuring liscalyear.
Throughout the year, the CRIM advances funds to the Municipality based on the
initial estimated collections. The CRIM is required by law to prepare a settlement
statement on a fiscal year basis, whereby a comparison is made between the
amounts advanced to the Municipality and amounts actually collected f rom taxpayers.
This settlement has to be completed on a preliminary basis not later than three
months after fiscal year-end, and a tinal settlement made not later than six months
after year ends. lf the CRIM remits to the Municipality property tax advances, which
are less than the tax actually collected, a receivable from the CFIIM is recorded at
June 30. However, il advances exceed the amount actually collected by the CRIM, a
payable to the CRIM is recorded at June 30. During July 2O02, the Municipality
entered into a repayment agreement with GDB and CRIM to repay the excess of
property taxes advances from fiscal years up to 200'l for approximately $2.8 million.
This amount will be repaid through advances f rom property taxes (refer to Note 1 5).

Currently, the Municipality has received the preliminary settlemenl from CRIM related
to liscal year 2009- 1 0, but not the final settlement as the six months period after fiscal
year ends, provided by law to CRIM to issue this, has not yet expired. Management
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

believes, based in part on the experience from prior years, that when received, the
final settlement from CBIM will not show a signilicant difference f rom the preliminary
setllement and that such difference, if any. will not have a material effect on the
financial condition of the Municipality.

Based on the preliminary settlement already received, during the year ended June 30,
2010, the amount received by CRIM, less than the amount collected from taxpayers
and charges by CRIM received by the Municipality for the same period by
approximately S47,858. Such amount is presented as intergovernmental receivable
in the general fund in the basic linancial statements (refer to Nole 9).

MUNICIPAL LICENSE TAX

Municipal License Tax receivables are recorded in the fiscal year in which payment is
due and, accordingly, represent taxes which are due and uncollected at June 30,
201 0. The annual Municipal License Tax is determined based on the gross income of
all commerce and industrial organizations that have operalions in the Municipality ol
Florida, and are not totally or partially exempt under the lndustrial lncentive Law of
Puerto Rico.

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

Savings and loans associations = 1.00%
Financial institutions = 1.50%
Other organizations: = .50ot

The amounts collected in advance are recorded as deferred revenues in the General
Fund. The Municipality invoiced and collected in advance during the current year
approximately $.141,934, corresponding to the next fiscal year municipal license.

SALES AND USE TAXES

On July 29, 2007 the Commonwealth Legislature approved Act No. 80 ("Act 80")
which imposed to all the Municipalities of Puerto Rico a uniform municipal sales and
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

use tax of I.5%. Effective August 1, 2007 1o'" of the 1.59i, will be collected by the
Municipalities and the remaining .591o of the 1.5% will be collected by the Puerto Rico
Department of Treasury.

Act 80 also provides for restrictions on the use of the resources (including the .5 of
.l 

.5% collected by the Commonwealth Government) to be invested in solid waste and
recycling programs, capital improvements and health and public safety costs. Amount
collected by the Commonwealth Government will be deposited in accounts or special
funds in the Governmental Development Bank of Pue(o Rico ("GDB"), sublect to
restrictions imposed and distributed as follows:

a. .2o.; of the .5% will be deposited in a "Municipal Development Fund" to linance
costs as restricted by the Act,

b. .2/" ol lhe.5% will be deposited in a "Municipal Redemption Fund'' to finance
loans to municipalities subject to restrictions imposed by the Act and,

c. .1'1" ol the .5% will be deposited in a "Municipal lmprovement Fund" to finance
capital improvement projects; lhese funds will be distributed based on
legislation from the Commonwealth's Legislature.

DUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencies:

CRIM (General Fund)
OCAM - SBGP Program (Other Governmental Funds)
HUD - HPRP Program (Olher Governmenlal Funds)
Famrly Depadmenl - Food Program (Other Governmental Funds)

Famrly Department - Child Care Program (Other
Governmental Funds)

Total

$ 352,s28
219.712

4,4't8
9.845

34,770

s 621 .273
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAB ENDED JUNE 30, 2O1O

10. INTERFUNDTRANSACTIONS

a. Due From/To Other Funds:

The due from and due to other fund balances as of June 30, 2010, are as follows:

Receivable Fund Pavable Fund

Remaining transfers are used to use unrestricted revenues
general fund to finance various programs accounted for in
accordance with budgetary authorizations.

b. lnterfund Transfers:

lnterfund transfers for the year ended June 30, 2010 consisted of the following:

Joint Resolution Fund
General Fund
Other Governmental Funds
General Fund

Transfer ln

Debt Service
General Fund
General Fund

General Fund
Other Governmental Funds
General Fund
Debt Service Fund

Transler Out

General
Debt Service
Other Governmental

Amount

$ 857,777
227.665

80,1 57
13

$L!66212

collected in the
other funds in

Amount

$293,615
27.936

3,117

$324i09

The transfers are used to (1) move revenues from the fund that statute or budget
revenues to collect them to the fund that statute or budget requires to expend
them, (2) move receipts restricted to debt service from the fund collection the
receipts to the debt service fund as debt service payments become due, and (3)
use unrestricted revenues collected in the general fund to finance various

-45-

ORT]Z. RIVERA. RI\IERA & CO.
aiiTli:liT)ltllLlar,[a.l\i\\]!'\\l rt \ I ) I I i: I ) i I a \ I a t i

Sulr. lal. P0 Brr\ -r' l5rl. \il JuJ . PR (10916 -ljir. Phoie -S:r-16 S5l.+. h\ ,-!-r l-1 1156l



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

programs accounted for in olher funds in accordance with budgetary
authorizations.

11. CAPITAL ASSETS

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

Balanca Ealtnct
July l. 2qr9 lncr6as. o6croas6. Juno 30. 2010O.Bcrlptlon

CAPITAL ASSETS, NOT BEING OEPRECIATED

Const.(,clron rn progress

Torar caprral .issets. ool berng depreoaled

CAPITAL ASSETS AEING DEPBECIATEO

BLr'idrngs. struclures, and {nprovemenls

Fuor'lure .rnd I nures

Vehrcles, )achinery and equiprnenl

Iorat cap(al asseis, Derng deprecEred

LESS ACCUMULATEO DEPRECIATION FOR:

BUrldrogs, $lruclures, and irnprovemenls

Furnrlure and |nures

VehrcTes. machrnery and equipmenl

T.,TAL ACCUMULATED OEPBECIAIION

IOTAL CAPITAL ASSETS, BEING OEPRECIATED, NE'

GOVEFINMENTAL ACTIVITIES CAPITAL ASSETS. NET

3 1 274 O79 S 92.620

.t!n.417
s s 1.166.699

1 ,417

- r 457 r.165A3 0671.274.O79

r6.3r 9. J 53

2.5a2.rOO

1.621.679

?,710.703

23.233.935

7.217.214

216,148

1.6 t8.840

2.132.546

I1,184.748

12.0.19.187

s 13.323.266

582.708

184,743

130.94O

3..159

r 85.566

ao4_7.14

(222.41O)

$ 36r.027 s

16.375 266

2.A?9.243

1 .627 799

2.944.335

23,416 643

7 io1.957

347.t2A

1.A22_?99

2.3r8.112

r 1.989.r9€

I t ,827.147

s 13 644 293

56.113

246.843

6.r20

273.63?

Depreciation expense was charged to f unctions/programs as follows:

General government
Public safety
Public housing and welfare
Culture and education
Pub[c works

Total depreciation expense - governmental activities

$ 1 60,950
160.950
r 60,950
160,950
160,949

s804,749

-46-

ORTIZ. RIVERA. Ri\'ERA & CO.
I rRl IFIFD Pl Bl la \( ai)l \ I \\ T\ . \ \LL E \Dl)hl) 5l-R', !( L\

Suite l5l. PO Bo\ l0l5(i. SLrn luan. PR.00916 ll5(r'PhonellSlr;56-S511.F.lrlErIlll-1)561



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Capital asset activity for Villas de Florida I Project, a discretely presented component
unit, for the year ended June 30, 2010 was as follows:

Balance
lncreases Decreases June 30. 2010Component Unit - Villas de Florida I Projecl

Caprtal assets. not being depreoaled:
Land

Total capital assets. not being deprecrated

Caprtal assets, being deprecrated:

Buildings. equipment. and furnature

Total capital assets. being deprecialed

Less accumulated depreciation f or:

Buildings, equipment. and furnrture

Total accumulated depreciation

Total capital assets, being depreciated. net

Villas de Flonda I Project capital assets. net

12. DUETO OTHERAGENCIES

Balance
July 1, 2009

s 302.602 s
302.602

3.061 ,549 179,081

3,061.549 179.08r

2 .620 .7 45 1 37 .O47

2,620,745 137.O47

s 302.602
- 302.602

3.240,630
3,240.630

2.757.792
2.757.752

440.804 42.034 482.838

s 42.034 S $ 785.440s 743.406

Due to other agencies at June 30, 2010 are as follows:

Puerto Rico Electric Power Authority
Puerlo Rico Retirement System Administration
Puerto Rico Water and Sewer Authority
U.S. lnternal Revenue Service
P.R. Treasury Department
Puerlo Rico General Services Administration

P.R. Labor Department

Total

304,671
274,911
127,841
21,401
13,789
72,210

242.3s2

''7 _-.+t
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIOA

NOTES TO THE FINANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

13. DEFERRED REVENUES

a. Municipal License Tax

The deferred revenues of approximately $255,064 in the general fund related to
municipal license tax collected in fiscal year 2009-10 that will be earned in fiscal
year 2010-1 

.l 
.

b. Federal Government

The deferred revenues presented as federal government represents the portion
of federal grants received for which qualifying expenditures have not been
incurred. The amounts were determined taking into consideration the specilic
years of the grant.

14. INTERGOVERNMENTAL REVENUES

lntergovernmenlal revenues in the general and capital pro,ects funds consist mainly
of collections from the Commonwealth of Puerto Rico and the CRIM, and payments in
lieu of taxes f rom the Puerto Rico Electric Power Authority.

15. LONG-TERM DEBTS

Bonds and other long{erm liabilities outstanding at June 30, 2010 are as follows:

Bonds
$4Oo,oOO series of 1996. payable in annual installments ot
$1O,OOO to S4O,OOO until July I, 2016, interests frcm 3.27?,"
to 6.75".';.

Notes Pavable
S60.oOO series of 2004, payable in annual installments of
s5.ooo to sl o,ooo until July 1. 201o, interest Irom 4.17"./" lo
5.OO9i,.

$295.OOO series of 2OO7, payable in annual installments of
$35,OOO to $5O,OOO until July 1,2013, interest trom 1.53"/"
to 7 .5O9'".

s 200.ooo
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLOFIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

565,000 series of 2005, payable in annual installments of
$5,000 to $1o,o00 ntil July 1 , 2013, interest from 1 .537" to
7 .O .9/"

S195,000 series of 2008, payable in annual installments of
$20,000 to $35,000 until July 'l ,2O14, interest from 1.539,'0

to 7.50%.

$225,000 series of 2009, payable in annual installments of
S25,000 to $40,000 until July 1 , 2015, interest lrom 4.75o,h
lo 7.s0oh.

30,000

150,000

195,000

570,000

Other Lonq-Term Liabilities

Due to Puerto Rico Health lnsurance Administration $____14{1561

Component Unit

The original mortgage, in the amount of $ 1 ,1 1 7,099 were payable to Rural Housing
Service (RHS) and were collateralized by the apartment complex. The required
monthly principal and interest payments totaled $8,401. Rural Housing Service, the
mortgagee, recalculated and adiusted the amortization of lhe mortgages at the
time, resulting in a smaller monthly payment.

Under agreements with RHS, the proiect is required to make monthly escrow deposits
for insurance and replacement ol Project assets, and is subiect to restrictions as to
operating policies, rental charges and operating expenditures.

The liability of the Proiect under the mortgages is limited to the underlying value of the
real estate, plus other amounts deposited with the lender. The mortgages are insured
by RHS. collateralized by the Project, and consist of the following:

lnterest at 8.0o,'o, payable in monthly installments of $8401,
including interest, through the due date, June 2019.

Less current maturities
s694,295

55.625
$038S20
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANC|AL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

The interest rates shown above are net of 29l" interest rental credit.

Aggregate maturities of the mortgage payable for each of the next five years following
June 30, 2010 and thereafter, are as follows:

Year ended
June 30, Amount

$ 55,625
62,242
60,242
70,657
76,521

369,008

$694,295

The annual debt service requirements for the bonds payable and notes payable at
June 30, 20 10, are as follows:

Bonds Notes Payable
Prlncipal lnterest Prlnclpal lnterest

2011
2012
2013
2014
2015

Thereafter

20-11
2012
2013
2014
2015
2016-2020
2021-2c25
2026-2030
2031-2035

$ 25,OOO
25.OOO
25,OOO
30,ooo
30.ooo
65,OOO

6,384
10.487
9,263
7 ,475
5.525
4.875

189.991
197,170
184,275
.t 71 .096
1 59,493
689,904
s18,980
272,761

$ 200,ooo 44,409

325,426
14O,752
189,883
149,27 4
144,941
510,200
64s,060
874,8.29
442.046 50.346

s 3,506,4s1 $ 2,434,016
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

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

Prlmary Gove.nment Adluslmenl!
Ending ouc within
Balanco Ona YaerAddillona Payments

s s 25.000

1 15.000

Beginning
Balanc.

Governmenlal Activilles:
Bonds payable

Notes payat 16

Tolal long-lerm debt

Olher long-term liabilltie!:
CRIN{ La\4 42

CRIM Law 46

LIMS Syslem

Treasury Department

ASES

Compensaled absences

Iotal olher long-term labrlitres

Total noncurrent liabiliti6s,
governmental activ{ies

Component Unlt:
Vrllas de Florida I Projoct

morlqaqe payable

15. RETIREMENT PLAN

s10.ooo

s 200,000 s 25,000

570.000 1,5.000

770.000 110.000

2,787.490

1.18.561

923.374

s 225,000 s
685.000

2.839,419

5.750

270.164
1,104.552

1.10 000

51.529

5,750

13.215

J81.178

61 a65

1J8.561

13,215
(121.607)

4.227,131 (121,607) 13 215 258,914 3,459,825 210,426

_9_r!2,!l_ _g_!!.1 j91_ 
-g_.Ee.q _s__999_9ll_ _S_L9?9!?!_ _!_!9ql?9_

s 7.15.656 s - s 51.361 S 694.295 s 55.625

a. Plan Description

The Employee's Retirement System of the Government of Puerto Rico and its
lnstrumentalities (ERS) is the administrator of a cost-sharing multiple-employer
retirement system established by the Commonwealth of Puerto Rico. The
System was created under the ACT 447, approved on May 15, 1951, as
amended, and became effective on January 1, 1952. EBS covers all regular
employees of the Commonwealth of Puerto Rico and its instrumentalities and of
certain municipalities and
retirement's systems.

components units not covered by their own

Participation is mandatory except for members of the Legislature, Government
Secretaries, Heads for Agencies and Public lnstrumentalities, Assistants to the
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COMMONWEALTH OF PUERTO R]CO
MUNICIPALITY OF FLOHIDA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Governor, the Comptroller of Puerto Rico, Gubernatorial Board and Committee
appointees and Experimental Service Station employees.

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

Members who have attained an age of at least fifty-five (55) years and have
completed at least twenty{ive (25) years of creditable service or members who
have attained an age of at least fifty-eight (58) years and have completed at least
ten (10) years of creditable service, are entitled to an annual benef it,
payable monthly for life. The amounts of the annuity will be one and one-half
percent of the average compensation multiplied by the number of years of
creditable service up to twenty years, plus 2"/o of lhe average compensation
multiplied by the number of years of 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 of creditable service
are entitled to receive the Merit Annuity. Participants who have not attained fifty-
five (55) years of age will receive 6570 ot the average compensation or if they
have attained fifty-five (55) years of age will receive 75"/" of the average
compensation. Disability retirement benelits 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 benelit is
payable if the participant receives a refund of his accumulated contributions.

On September 24, 1999,an amendment to Act No. 447 ol May 15, 1951, which
created EFIS, was enacted with the purpose of establishing a new pension
program (System 2000). Employees participating in the current system as of
December 31, 1999, may elect to stay in the defined benelit plan or transfer to
the new program. Persons.loining the Municipality on or after January 2000 will
only be allowed to become members ol System 2000. System 2000 will reduce
the retirement age from 65 years to 60 for those employees who joined the
current plan on or afler April 1 , 1990.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORlDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

System 2000 is a hybrid defined 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 EBS, together with those ol the current defined beneiit plan. Benefits
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 ol 8.275",'" of the employee's salary
upon to a maximum of 10'/.) will be invested in an account which will either: (1)
earn a fixed rate based on the tvvo-year Constant Maturity Treasury Note or, (2)
earn rale equal to 75% of the return o, the ERS'S inveslment portfolio (net ot
management fees), or (3) earn a combination of both alternatives. Participants
will receive periodic account slatements similar to those of defined contribution
plans showing their accrued balances. Disability pensions will not be granted
under System 2000. The employer's contribution (9.27 5o/" of the employee's
salary) will be used to fund the current plan.

b. ContributionRequirements

Commonwealth legislation requires employees to contribute 5.775o/o ol gross
salary up to $6,600 plus 8.275ok of gross salary in excess of $6,600. The
Municipality's contributions aE 9.275o/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, 2010
was approximately $31 5,987. The Municipality's payroll for employees covered
by ERS was approximately $3.4 million. The Municipality total payroll lor all
employees was approximately $4.7 million.

Additional information on the ERS is provided in its financial statements for the
yearended June 30, 2010, a copy of which can be obtained from the ERS,
Minillas Station, PO Box 42003, San Juan, PR 00940.

17. RISK MANAGEMENT

The Risk Management Division of the Municipality's Legal Department is responsible
ol assunng that the Municipality's property is properly insured. Annually, the Risk
Management Division comprles the information of all property owned and its
respective market value. After evaluating this information, the Risk Management
Division submits the data regardlng the Municipality's properties to the Area ol Public
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

lnsurance at the Department of the Treasury of the Commonwealth of Puerto Rico
who is responsible for purchasing all property and casualty insurance policies of all
municipalities.

LEASES

Operating Leases

Leasing Arrangement with the Municipality as Lessor:

a. The Municipality leases spaces in its Market Place under operating lease
agreements with terms ranging from one to five years.

b. Total income lrom leases during the year ended June 30, 2010 was
approximately $ 1 99,700.

c. The Municipality retains title to its leased property. The lessee pays taxes,
licenses, insurance, and maintenance costs ol the leased assets.

Leasing arrangements with the Municipality as lessee:

The Municipality is obligated under no cancellable operational leases, with periods not
longer than one year.

CONTINGENCIES

The Municipality receives Federal Grants tor specilic purposes that are subject to
review and audit by the grantor agencies. Although such audits could generate
expenditure disallowances under the terms of the grants, management believes that
any required reimbursements would not be material.

COMMITMENTS

The Municipality ol Florida had several outstanding or planned construction projects
as of June 30, 2010. These projects are evidenced by contractual commitments with
contractors. The construction projects are commitments of the Capital Project Fund
that amounted to approximately $98,073.
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COMMONWEALTH OF PUERTO R]CO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

21. MUNICIPAL SOLID WASTE LANDFILL CLOSURE AND POSTCLOSURE COSTS

State and Federal laws and regulations require the Municipality to perform certain
closure and postclosure procedures and establish monitoring and maintenance
functions at the landfill site for thirty years after closure.

ln accordance with Statement No, .18 of the GASB, "Accounting for Municipal Solid
Waste Landfill Closure and Postclosure Care Cost', the Municipality should perform a
study of the activities that need to be implemented at the Municipality's landfill to
comply with applicable state and lederal regulations and to determine an estimate of
postclosure costs. As of June 30, 2010, no amount has been estimated as post
closure cost ol the landfill to be accounted for as required by accounting principles
generally accepted in the Unites States ol America and state and federal regulations.

22. FUND BALANCE ANO NET ASSETS RESTATEMENTS

a. Fund Balance

The beginning fund balances of debt services and other governmental funds, has
been restated to recognize corrections of accounting errors.

Other
Debt Servic€ Governmontal

Fund Funds

Beginning balance ol the year as previously reported

Flestatements:
Understatement of accounts receivable
Overstatement of accounts payables

Beginninq balance of the year as restated

s 86.835

s 105,951 S
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2O1O

L b. NetAssets

L

L

t
L

L

Net assets at beginning ol year have been adjusted to reflect the lollowing
restatements.

Net assets at beginning of year as
previously reported $ a,739,434

Restatement:
Overstatement ol long torm debts 182,96.2

Net assets at beginning of year as restated $ 8,922,4OO
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF FLORIDA

SCHEDULE OF EXPENDITURES OF FEDERAL AWAROS

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Federal Grantor/Program Tatle

Federal Federal
CFDA Dlsbu.sements/
Number Expenditures

U.S. Department ol Housing and Urban Development (HUD)

Seclion I Housing Choice Vouchers
Pass-through Commissioner O[lice oI Municipal Atfairs -

Community Development
State Block Grant Program - SBGP

Pass-lhrough the Otlice ol Administration lor Children and

Pass-lhrough the Office of Administration for Children and
Families

Child Care and Development Block Grant
Subtotal U.S. Department of HHS

TOTAL

Families
Homelessness Prevention and Rapid Rehousing (HPRP) '1,4.257

Subtolal U.S. Department of HUD

U.S. Department ot Agriculture
Pass-through Governor's Off ice of Child Services and
Community Development

Child and Adult Care Food Program
Subtotal U.S. Department ol Agriculture

U.S. Department ol Health and Human Services (HHS)

14.871 s 294.336

14.228 s78,333

21 .920
894,589

10.558 49,242
49,242

93.575 382,040
382,040

s 1.325.871

See notes to Schedule of Expenditures of Federal Awards.
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COMMONWEALTH OF PUERTO R]CO
MUNICIPALITY OF FLORIDA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE F]SCAL YEAR ENDEO JUNE 30, 2O1O

SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule ol Expenditures of Federal Awards includes the
federal grant activity of the Municipality ol Florida and is presented on the modified
accrual basis of accounting. The information in this schedule is presented in

accordance with the requirements of OMB Circular A-133. Therefore, some
amounts presenled in this schedule may dilfer from amounts presented in, or
used in the preparation ot, the basic financial statements.

BASIS OF PRESENTATION

The expenditures of the schedule are included in the Municipality's basic financial
statements in the accompanying Statement of Revenues, Expenditures and
Changes in Fund Balances-Governmental Funds. The reconciliation of
expenditures in the basic financial statements to the Schedule ol Expenditures of
Federal Awards is a follows:

Expenditures

2.

Expenditures as per basic financial
statements:

Federal expenditures included within other
governmental funds

Total expenditures per schedule of expenditures
ol federal awards

$1125.!zr

$1.325J1L1
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INDEPENDENT AUDITORS' REPORT ON INTEBNAL CONTBOL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTEBS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To ihe Honorable Mayor and
Municipal Legislature

Municipality of Florida
Florida, Puerto Rico

We have audited the financial statements ol the governmental activities, each major fund
and the aggregate remaining fund inlormation of the Municipality of Florida, as of and for
the year ended June 30, 2010, which collectively comprise the Municipality's basic financial
statements and have issued our report thereon dated November 1 0, 201 0. The report on
the governmental activities was qualified because management has not recorded a liability
lor estimated landfill post closing cost and, accordingly, has not recorded an expense for
the current period. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

lnternal Control over Financial Reoortinq

ln planning and performing our audit, we considered Municipality of Florida's internal
control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial slalements, but not for the purpose of
expressing an opinion on the effectiveness 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 over financial Ieporting.

A deficiency in internal control exists when the design or operation ol a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A material weakness is a
control deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity's linancial statements will
not be prevented, or detected and corrected on a timely basis.
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Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over financial reporting that might be deficiencies, significant
deficiencies, or material weaknesses. We did not identify any deficiencies in internal
conlrol over financial reporting that we consider to be material weaknesses, as defined
above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality ol Florida'
financial statements are free of material misstatement, we performed tests of ils
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material eflect on the determination of
linancial statement amounts. However, providing an opinion on compliance with those
provisions was nol an objective ol our audit, and accordingly, we do not express such an
opinion. The resulls of our test disclosed no inslances of noncompliance or other
matters that are required to be reported undet Government Auditing Standards.

We noted certain matters that we have reported to management of the Municipality of
Florida in a separate letter dated November 10, 2010.

This report is intended solely for the information and use of the audit committee,
Commissioner Off ice of Municipal Affairs, management and the federal awarding agencies
and pass-through entities and rs not intended to be and should not be used by anyone
other than these specified parties.

San Juan, Puerto Rico
November 10,2010

This stamp 2571497
to the original of this
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
REOUIREMENTS THAT COULD HAVE A D]RECT AND MATEBIAL

EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPL]ANCE IN ACCORDANCE WITH OMB CIRCULAR A.133

To the Honorable Mayor
and Municipal Legislature

Municipality of Florida
Florida, Puerto Rico

Compliance

We have audited Municipality of Florida's compliance with the types of compliance
requirements described in the U. S. Office ot Management and Budget (OMB) Circular A-
133 Compliance Supplement lhat could have a direct and material effect on each
Municipality of Florida'major federal programs for the year ended June 30,2010.
Municipality of Florida' maior federal programs are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to
each of its malor federal programs is the responsibility of Municipality ot Florida'
management. Our responsibility is to express and opinion on Municipality of Florida'
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133. Those standards and OMB Circular A-133 require
that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the Vpes ol compliance requirements relerred to above that could
have a direct and material etfect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Municipality of Florida' compliance with those
reguirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on Municipality of Florida compliance with
those requirements.
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As described in items 1 0- 1 to 1 0-8 in the accompanying Schedule of tindings and
questioned cost, Municipality of Florida did not comply with requirements regarding cash
management, reporting. allowable costs, period ol availability of federal funds, equipment
and real property management, special test and provisions that are applicable to its SBGP
program and Child Care and Development Block Grant. Compliance with such
requirements is necessary, in our opinion, for Municipality of Florida to comply with the
requirements applicable to that program.

ln our opinion, except for the noncompliance described in the preceding paragraph, the
Municipality of Florida complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major lederal
programs for the year ended June 30, 2010.

lnternal Control over Compliance

The management ol Municipality of Florida is responsible for establishing and maintainang
effective internal control over compliance with the requirements of laws, regulations,
contracts and grants applicable to federal programs. ln planning and performing our audit,
we considered Municipality of Florida internal control over compliance with requirements
that could have a direct and material effect on a major federal program to determine the
auditing procedures for the purpose of expressing our opinion on compliance and to test
and report on internal control over compliance in accordance with OMB Circular A-1 33, but
not for the purpose of expressing an opinion on the elfectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the
Municipality's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect and correct noncompliance with a
type of compliance requirement of a ,ederal program on a timely basis. A material
weakness in internal control over compliance is a deliciency, or combination of
deficiencies, in internal control over compliance. such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. We consider the
deficiencies in internal control over compliance described In the accompanying schedule of
findings and questioned costs as item '10-4 to be material weakness.

A significant deficiency in internal contrcl over compliance is a deliciency, or a combination
of deficiencies, rn internal control overcompliance with a type of compliance requirementof
a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance. We
consider the deficiencies in internal control over compliance described in the
accompanying schedule of findings and questioned costs as items: 1O- l to lO-3 and 1O-5
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to 10-8, to be significant deficiencies.

Municipality's responses to the findings identilied in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit Municipality's
response and, accordingly, we express no opinion on it.

This report is intended solely for lhe intormation of the management, Commissioner Office
of Municipal Aflairs, 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.

r,
9dr, l2ir,[4,,a1 A CSan Juan, Puerto Rico

November 10,2010

This stamp 2586315 was
to the original of this
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COMMONWEALTH OF PUERTO RICO
MUNICIPAL]TY OF FLORIDA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

1. SUMMARY OF AUDIT RESULTS

a. The auditors' report expresses a qualified opinion on the basic financial

statements ol the Municipality of Florida.

b. There were no significant deticiencies on internal controls.

c. No instances ol noncompliance material to the financial statements of
Municipality of Florida were disclosed during the audit'

d. There were significant deficiencies on internal controls over major programs.

e. The auditor's report on compliance with requirements applicable to federal

award programs for Municipality of Florida express an qualified opinion.

f . Audit f indings relative to the major federal award programs for the Municipality of
Florida are reported in number 3 of this schedule.

g. The programs tested as major programs are:

o SBGP - CFDA No. 14.228
. Child Care - CFDA No. 93.575

h. The threshold for distinguishing types A and B programs was $300'000.

i. Municipality of Florida was determined to be a high-risk auditee.

2. FINDINGS. FINANCIAL STATEMENTS AUDIT

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FIND]NGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

3. FINDINGS AND OUESTIONED COSTS . MAJOR FEDERAL AWARD
PROGRAM AUDIT

. Condition 10-1 - SBGP- CFDA No. 14.228

We observed the Municipality maintain balance in excess of $5,000 for more
than live days in the program bank account. We observed too, one check made
and paid on April 29,2O1O, before federal funds available in bank.

Cause

The program does not maintain the accountability updated to know the available
funds.

Effect

The program is not in compliance with the cash management regulalion.

Criteria

The 24 CFR 570 establish the general procedures for the cash management
regulations and based on OCAM Circular, the balance should not excess the
limit of $5,000. The Finance Director is responsible for all overdraft observed in
the bank accounts of the Municipality, as per the "Reglamento para Municipios".

Recommendation

The Accountant of the program should maintain the deposits and disbursements
books updated in order to avoid the mentioned situation.

Ouestioned Cost

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

. Condition 10-2 - SBGP- CFDA No. 14.228

The Federal Program Office did not request the extension for the contract with
the Agency (OCAM) on time. The extensions should be requested at least 45
days before ends the contract. During our audit we observed the tollowing:

Year
Program

Contract
ended

Date should
be request
extension

Date signed
extension

Days
without
contract

2006 AB 1415t2009 10t31t2009 312512010 100
2006 FC 1111012009 912612009 3/25t2010 135
2007 AB 1t24t2010 12t10t2009 3t2512010 60
2007 Fc 12124t2009 111912009 3t2512010 91
2005 FC 511012009 3t26t2009 6/15/2009 36

Cause

The federal program did not maintain a due date schedule for the contracts with
the Agency in order to request the extension on time.

Effect

The program is not in compliance with the OCAM contract clauses. The program
operates without a valid contract for various program years.

Criteria

The federal funds of SBGP can be available through a signed contract into the
Municipality and OCAM for each program year. Based on the clauses of the
contract, the f unds are available for 18 months after the conlract is signed.
Then, the Municipality can request an extension that should be realized at least
45 days before the contracl ends.

Recommendation

The Federal Program Office should establish a due date schedule for monitoring
the due date of each program year contracl in order to request the extensions
into the time required.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

ScHEDULE OF FtNDINGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Questioned Cost

None

. Condition 10-3 - SBGP- CFDA No. 14.228

The Federal Program Office did not prepare and submit the linancial report
corresponding to the quarter period ended on June 30, 2010. ln addition, the
information included in the linancial report corresponding to the quarter period
ended on March 31, 20.10 cannot be verified with accounting books, because the
general ledgers are not updated-

Cause

The accountant of the program was under maternity license during the period.
The accountability of the program was maintained by the Director and the Office
Assistance.

Effect

The program is not in compliance with the reporting regulations.

Criteria

The OCAM Circular 2002-15 establish ihe Municipality should prepare and
submit a Financial Report ("lnforme de lngresos y Gastos") into the 40 days after
quarter ended. The financial information should be documented in the
accounting books.

Recomm endation

The Federal Program Director should coordinates and assigns better the
required duties in order to comply with all requisites of program management.

Questioned Cost

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2O1O

. Condition 10-4 - SBGP- CFDA No. 14.228

The Program lncome Report for 2009-2010 was not prepared and submifted to
the Agency.

Cause

The report was not prepared.

Effect

The program is not in compliance with the program income regulations.

Criteria

Based on OCAM Circulat 2OO7-17, a program income report should be
submitted on or before July 31 of each fiscal year.

Recommendation

The Federal Program Oflices should establish a schedule of the due date of the
required reports by the Agency in order to comply with all of them.

Questioned Cost

None

. Condition 10-5 - SBGP- CFDA No. 14.228

The following disbursement voucher was not available for examination:

Check
Date Pavee Number Amount

12/17/2009 Alail Construction 2764 $21249
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

Cause

The disbursements voucher is maintained in the federal program office in order
to record on accounting books the information. and then are sent to the Finance
Office.

Effect

The program is not in compliance with the filling of documents regulations.

Criteria

Based on the Regulation for Municipalities, Chapter Section 14, the vouchers,
cancelled checks and documents related to disbursements should be filling by
the Finance Director.

Recom mendation

The Federal Program Offices should coordinate with the Finance Department in
order to filling the documents correctly in order to the documents are available
for reviews.

Questioned Cost

$elJ48

Condition 10-6 - Child Care and Development Block Grant - CFDA No.
93.575

We observed the obligations reported on the Final Report for the program year
ended September 30, 2009, were paid after the time required. We observed too.
materials and equipment purchased (check numbe||562) during the program
year ended September 30, 2008. were paid on October 27,2009.

Cause

The Municipality did not make the disbursements into the 90 days required by
the Agency.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

ScHEDULE OF FTNDTNGS AND OUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Effect

The program is not in compliance with the period ol availability of the federal
funds.

Criteria

The contract of delegated funds signed into the Municipality and the Agency
("Administraci6n para el Cuidado y Desarrollo lntegral de la Nihez") establish the
regulation related to the availability of funds, that the obligations should be
liquidated into the 90 days after the quarter period end.

Recommendation

The Accountant of the program should coordinate procedures with the Finance
Department of the Municipality in order to make the disbursements as soon as
possible after period end.

Questioned Cost

None

. Condition 10-7 - Child Care and Development Block Grant - CFDA No.
93.575

We observed the inventory prepared on September 2009, and there are some
items without number, acquisltion date, or amount.

Cause

The program does not maintain a complete detail of equipment acquired.

Effect

The program is not in compliance with the equipment regulation.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

C riteria

Based on federal regulations, equipment records shall be maintained and
included the following information about the equipment: description, acquisition
date and cost, at least.

Recom mendation

The lnventory should be updated in order to comply with the federal regulations.

Ouestioned Cost

None

. Condition 10-8 - Child Care and Development Block Grant - CFDA No.
93.575

During the audit, we observed some reports were submitted after the time
required and others cannot be observed when were submitted. Those are:

Fleoort Period
Oate to bo
submitled

Date
Suhmitted

Submitted
Late

No evidence ot
submission

Funds
Reouest

October to
December

2009 10t10i 2009 10126t2009 x

Final
Beoort

July to
September

2010 1 0l'l 5r2010 x

Cause

The Child Care Office does not file the corresponding letter of submission with
the corresponding reports.

Effect

The program is not in compliance with the reporting regulations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE oF F|NDTNGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

Criteria

The Contract Number241-2O10-000045, into the Municipality and ACUDEN (lhe
Agency) establish on clause number seven, a funds request report for the
quarter ended December 31,2009 should be submitted during the first ten
calendar days of the lollowing lirst month of the same quarter. ln addition, a
balance sheet or final report should be submitted for the quarter ended
September 30, 2010 during the tirst f ifteen calendar days of the following month.

Recommendation

The transmittal letter of each report submitted should be file loint in order to
have the evidence of submission.

Questioned Cost

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORlDA

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FIND]NGS ANO OUESTIONED COSTS

FOR THE FISCAL YEAR ENDEO JUNE 30, 2O1O

During the current examination, follow-up was given to the findings informed to the
Municipality in prior years. lt was noted that corrective action has been taken, except for
certain conditions that still exist and require lurther action. These are included in the
accompanying Schedule of Prior Year Audils Findings and Questioned Costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS AND OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Proqram Findino/Noncompliance Status

SBGP - CFDA Condition 09-1
No. 14.228

The Municipality did not prepare the Federal Condition still
Financial Reports on timely basis. prevails.

SBGP - CFDA Condition 09-2
No. 14.228

The Federal Program maintains cash on bank in Condition still
excess. prevails.

SBGP - CFDA Condition 09-3
No. 14.228

Vouchers without signatures and without bidding Condition was
procedures. corrected.
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EXHIBIT I

CORRECTIVE ACTION PLAN
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CORRECTIVE ACTION PLAN

November 10,2010

Cognizant or Oversight Agency for Audit:

Municipality of Florida respectfully submits the following corrective action plan for
the year ended June 30, 201 0.

Name and address of independent public accounting firm: Ortiz, Rivera, Rivera
& Co., Suite 'l52,PO Box 70250. San Juan, Puerto Rico 00936-7250.

Audit period: Fiscal year ended June 30, 2010.

The findings from the June 30, 2010 schedule of findings and questioned costs
are discussed below. The findings are numbered consistenlly with the numbers
assigned in the schedule.

FINDINGS . FEDERAL AWARO PROGRAM AUDITS, DEPARTMENT OF

HOUSING AND URBAN DEVELOPMENT

Finding 10-1 : SBGP - CFOA 14.228

nepSdableleldXrg! See Condition 10-1

Recommendatioq

The Accountant of the program should maintain the deposits and

disbursements books updated rn order to avoid the mentioned situatlon.
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Action Taken

The excess balance of 55.000.00, rn cash for a period of five days
corresponds that the office of Federal Programs has been in continue
reviewing of our payroll funds corresponding of administrative funds with
three weeks ahead. This way our office tries to avoid debt with the
rnunicipality of Florida related with our payroll

The check paid wrth date of April 29.2010 related with our payroll funds to
the Finance Director was emit with that date because it was recerved by
post mail Aprrl 29,2010 in spite of what reflects in our account that is the
date of April 30. 2010. The cash was prepared or ready to be paid.

Finding 10-2: SBGP - CFDA 14.228

Reportable Condition See Condition 10-2

Recommendation

The Federal Program Office should establish a due date schedule for
monitoring the due date of each program year contract in order to request
the extensions into the time required

Action Taken

The extensions of our contracts were not requested because we had 9
program years still to close. This situation made us hold the request of
extension before de 45 days. Now we are working to close 7 program
year corresponding of program years since 'l 999 thru 2005 AB and FC
Funds. This way we will obtain a better rhythm of expenditure of our funds
and we could then request the extensions of our contract before the 45
days required.

Finding 10-3: SBGP -CFOA14.228

Reportable Condrtion. See Condttion 10-3

Recommendatio n

The Federal Program Drrector should coordinates and assigns better the
required duties in order to comply wrth all requisites of program
management.



Action Taken

Our office did not submit the financral report corresponding to the quarter
period ended on June 30, 2010 to OCAM because our accountant of the
program was under maternity license during this period. The Director of
this program could nol submit this report because of the closing of our
program years 1999-2005. rvhich had date due of June 18, 2010 the first
phase and the second phase had date due of December 15, 2010. Our
accounting books were not properly documented but the accountanl
received instruction to give priority to this situation.

Finding 10-4: SBGP -CFOA14.228

Reportable Condiiion. See Condition 10-4

Recommendation

The Federal Program Offices should establish a schedule of the due date
of the required reports by the Agency in order to comply with all of lhem

Action Taken

Our reports of Program lncome corresponding the period of 2009-2010
are being worked on and they will be submitted to OCAM with date of
December 29, 2010. The accountant of the program received instruction
to give priority to this manner to in accomplishment with SBGD Funds.

Finding 10-5: SBGP -CFOA14.228

Reportable Condition: See Condition 10-5

Recommendation

The Federal Program Offices should coordinate with the Finance
Department in order to filling the documents correctly in order to the
documents are avarlable for revtews

AcUqQ IqIe!

The Federal Program Offices r,vill be working joint with Finance
Department in order to filling all documents correctly



Finding 10-5: Child Care and Development Block Grant - CFDA No. 93.575

Reportable Condition: See Condrtion '10-6

Recommendation

The Accountant of the program should coordinate procedures with the
Finance Department of the Municipality in order to make the
drsbursements as soon as possible after period end.

Action Taken

The Child Care Program Office will coordinate with Finance Department in
order to liquidate all obligations into the time required.

Finding '10-7: Child Care and Development Block Grant - CFDA No. 93.575

Reoortable Condition: See Condition 10-7

Recommendation

The lnventory should be updated in order to comply with the federal
regulations.

Action Taken

The inventory will be updated rn order to comply with the requirements.

Finding 10-8: Child Care and Development Block Grant - CFDA No. 93.575

Reportable Condition: See Condition '10-8

Recommendatron

The transmittal letter of each report submitted should be file joint in order
to have the evidence of submission

Action Taken

The Chrld Care Program Office will establish control procedures to fill the
transmittal letters with each document and to send it s on time.
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lf the Cognizant dr OveiSight ASency for Audit has questions regarding this plan.
please call lvelisse Perez, at (787) 822-2228, for SBGP Program, or Melissa
Perez, at (7871 822-1358, for Child Care Program.

Ramonita Col6n
Finance Direclor

Cordially,


