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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Municipal Legislature

Municipality of Florida
Florida, Puerto Rico

We have audited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component unit, each malor fund, and the aggregate
remaining fund information of the Municipality of Florida, as of and for the year ended
June 30, 201 1, which collectively comprise the Municipality's basic linancial 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 financial audits containedin Government Auditing Standards, issued by the
comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence
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 fully described in Note 24 to the financial statements, the Municipality has not
determined and recorded in governmental activities an estimate of the total municipal solid
waste landfill post closure care costs. Accounting 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 of the governmental activities is
not reasonably determinable.

!urt. lil P0B,i\-rlaii SJnJurn.PR.01l9l6'ala(l'Phon.rrl: -56 l5ll.F.r\1'-S-rl.1oa6-



ln our opinion, except for the effects of the matter discussed in the preceding paragraph,
the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the aggregate discretely
presented component unit, each major fund, and the aggregate remaining fund
information of the Municipality of Florida as of June 30, 201 1 , and the respective changes
in financial position, thereof and the respective budgetary comparison for the general and
debt service funds, forthe fiscal yearthen ended in conlormity with accounting principles
generally accepted in the United States of America.

ln accordance wilh Government Auditing Standards, we have also issued our report dated
January 10,2012 on our consideration of the Municipality's internal control 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 with Govemment Auditing Standardsand important for assessing the results of
our audit.

The Management's Discussion and Analysis on pages 3 through l9 is not a required part
ol the basic financial statements, but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of management
'egarding methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
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 Organizations, and is
not a required part of the basic financial statements. Such information has been subjected
to rhe auditing procedures applied in the audit of the basic financial statements, and
information is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

San Juan, Puerto Rico
Janrrary 10,2012 O^L {A,,e d3,r-, -l G

RIVERA & CO.

Sune lil. P0 Bo\ 701i0. Sen Judn. PR.009i6 7li0' Phone (lEl )756 1i5l l. Fu\ 1i8l)ll1 0561



}IUNTCIPALITY OF FLORIDA
CONI TON$E. LTH OF PLIERTO RICO

ivhnagement's Discussion and Analysis
Fiscal Year Ended June 30. 201 I

.{s managemenr of the Municipality of Florida (the Municipality), we ot'fer readers the following

tliscussion and analysis of the N{unicipality's financial activities reponed in the accompanying

basic financial statements for the fiscal year ended June 30, 2011. We encourage readers to

consider the information presented here in conjunction with additional information that is

furnished in the accompanying financial statements, which follow this narrative.

As more fully described in Note l, On July l, 2005, the Municipality adopted the provisions of
GASB Statement No. 39, Detennining Whether Certain Orgcuti:tttions are ComPonent Units - un

,.\mend,nent oJ GASB State,nent Na. 1J (GASB No. 39). Based on the criteria established by

GASB No. 39, the Municipality's management concluded that there are no legally separate

entities or organizations that should be reported as component units of the Municipality as of and

for the fiscal year ended June 30, 201t. Therefore, Villas de Florida I (FmHA and HUD Project

No. 663-31-6706600096) was reported as a business-type activity and not as a component unit of
the Municipality as of and for the fiscal year ended June 30, 201 l.

FINANCIAL HIGHLIGHTS

G ov e r nm e nt- W ide H ighlig ht s :

o The Municipality's total assets amounted to $17,862"175 at June 30' 20ll' of which

$15,415,329 consist of capital assets (net of accumulated depreciation and amortization of
S15,694,026), 5807,094 consist of restricted cash and cash equivalents, $70'461 consist of
accounts receivable. net of the reserve for doubtful account, $327,886 consist of restricted

deposits, $1,150,383 consist of intergovemmental grant receivable. and $91,322 consist of
other assets and accrued interest on deposits.

o The Municipality's total liabilities amounted ro 57,669,252 at June 30, 201 l, of which

55,035,495 consist of noncurrent liabilities, $1,451,793 consist of due to other agencies'

$558.678 consist of accounts payable and accrued liabilities, $328,518 deferred revenues,

$279,992 consist of bank overdraft and $ 14,776 consist of Interest payable.

o The Municipaliry's assers exceeded its liabilities (net assets/surplus) by $10,193,223 at

June 30. 201 l.

. The Municipality's total revenues amounted to S10,872,284 for the fiscal year ended

June 30, 201 I, of which 55..107,910 arose tiom taxes, 54'827,758 arose from

intergovernmental grants nnd contributions, and s636,616 arose flrom charges for services,

interest, fines and penalties, and miscellaneous revenues.

o The Municipality's expenses amounted to $9,'160,'10l for the fiscal year ended June 30,

2011, of which $7,416,102 where incurred in providing direct services and benefits citizens

in relation to economic development, health and welfare' public safety' public housing and

',velfare, and culture, recreation :rnd education. In addition, the Municipality incuned
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Management's Discussion and Analysis
Fiscal Year Ended June 30, 201 I

5203.584 of its toial expenses, in interests related to its long{erm debt' and S1,840'715 (in

general government activities to support the Municipality's functions and programs. The

Municipality's expenses include depreciation in the amount of 5946,736, for the fiscal year

ended June 30, 201 l.

o The Municipality's net assets increased by $1,'ll1,883 during the fiscal year ended June 30,

201 l.

Covernmental Funds' Highlights:

. The totrl fund deficit of govemmental funds amounted to 5818,029 at June 30, 201I, of
which $1,577,743 is reserved for capital projects, debt service, encumbrances and advances'

while $2,395,772 repr€sents an unrestricted deficii.

. The rotal fund balances of govemmental funds increased by $88,324 during the fiscal year

ended June 30, 201 l.

Propietary F und Highlights:

o The total unrestricted fund net assets of the proprietary fund amounted to $359,887 consists

of unrestricted fund brlance.

. The total unrestricted fund net assets of the proprietary fund decreased by $63,338 during the

tiscal year ended June 30, 201 l.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The purpose of financial reporting is to provide extemal users of basic financial statements with
information that will help lhem to make decisions or draw conclusions about the Municipality.
There are many external parties that use the basic financial statements of the Municipality;
however, these parties do not always have the same specific objectives. In order to address the

needs of as many parties as reasonably possible, the Municipality, in accordance with required

financial reporting standards, presents this Management's Discussion and Analysis (MD&A) as

an introduction to the accompanying basic financial sratements. This nanative represents an

overview and analysis of the financial activities of the Municipality for the fircal year ended June

30, 201 l. Because this MD&A is designed to focus on the current year activities, resulting

changes and currently known facts, we encourage readers to consider the information presented in

rhis MD&A in conjunction with the additional information fumished in the accompanying basic

financ ial statements.



NIUNICIPALITY OF FLORIDA
CONIUONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30. 201 I

The Nlunicipality's basic financial statements include three components: (l) government-wide
financial statements (GWFS), (2) fund financial statements (FFS), and (3) notes to the basic

financial statements (NBFS). This repon also contains additional required information in
addition to the basic financial statements themselves. These components are described below.

The basic financial statements focus on: ( I ) the Municipality as a whole (govemment-wide

financial reponing) and, (2) rhe Municipality's major individual governmental and proprietary
funds. Both perspectives allow the users to address relevant questions, broaden a basis for
comparison (year to year or government to govemment) and enhance the Municipality's
accountability. The components of the basic financial statements are described below.

a) Governmenl-wide Financial Statements

The GWFS rre composed of: (l) the statements of net assets (SNA) and (2) the statement of
activities (SA). These financial statements can be found immediately following this MD&A.
GWFS are designed to provide readers with a broad overview of the Municipality's
operations as a whole in a manner similar to private-sector business. These statements
provide short-term and long{erm information about the Municipality's financial position,
which assist the Municipality's management to determine the economic condition at June 30.

201 l. The GWFS are prepared using methods that are similar to those used by most private

businesses.

Both of rhe government-wide financial statements distinguish functions of the Municipality
that are principally supported by taxes and intergovemmental activities (govemmenlal
udivities) from other functions that are intended to recover all or a significant portion of their
costs through user fees and charges (businesslvpe activities).

l Statement of Net Assets

The purpose of SNA is to attempt to report all assets owned and all liabilities owed by the

Municipality. The Municipality repons of all of its assets when it acquires ownership
over the assets and repons all of its liabilities when they are incurred. For example, the
Municipality reports buildings and infrastructure as assets, even though they are not

available to pay the obligations incurred by the Municipality. On the olher hand, the
Municipality repons liabilities, such as claims and judgments, bonds and notes payable,
obligations under capital leases. compensated absences rnd cenain accounts payable and

accrued liabilities, even though these liabilities might not be paid until several fiscal years

into the future.

The difference between the Municipality's total assets and total Iiabilities reported in
SNA is presented as net assets, which is similar to the total owners' equity reported by a
commercial enterprise in its tinancial statements. Although the purpose of the

Municipality is not to accumulate net assets, as this amount increases or decreases over
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time, such amount represents a useful indicator of whether the financial position of the

Municipality is either improving or deteriorating, respeclively.

2. Statement of Activities

The SA presents information showing how the Municipality's net assets changed during
the fiscal year ended June 30, 201 I, by presenting all of the Municipality's revenues and

expenses. As previously discussed, the items reponed in SA are measured in a manner

similar to the approach used by a commercial enterprise in that revenues are recognized
when earned or established criteria are satisfied, and expenses are recorded when

incurred by the Municipality. Consequently, revenues are reported even when they may

not be collected for several months xfter the end of the fiscal year and expenses are

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

Although SA looks different from a commercial enterprise's income statement, the

difference is only in format, not substance. Whereas the bottom line in a commercial
enterprise represents its net income, the Municipality reports an amount described as net

chunge in net &tsets, which is essentially the same concept.

The focus of SA is on the net cost of various activities provided by the Municipality. The
statement begins with a column that identifies the cost of each of the Municipality's
major functions. Another column identifies the revenues that are specifically related to
the classified govemmental functions. The difference between the expenses and revenues

related to specific functionVprograms identifies the extent to which each function of the

Municipality draws from general revenues or is self-financing through fees,

intergovernmental aid, and other sources of resources.

This statement also presents a comparison between direct expenses and program revenues

for each function of the Municipality.

GWFS and GFFS present all of the Municipality's govemmental activities, which are

supponed mostly by taxes and intergovemmental revenues (such as federal :rnd state grants

and contributions). All services normally associated with the Municipality fall into this

category, including culture, recreation and education: general govemmentl health and

welfare; public safety; public housing and welfare; and economic development.

Fund Financial Stalements

The Municipality's FFS consist of: (l) the balance sheet - govemmentxl funds, (2) the

statement of revenues, expenditures and changes in fund balances - governmental funds, (3)

the statement of net assels - proprietary fund, and (4) the statement of revenues, expenses and

changes in fund net assets -proprietary fund. These financial statements report the financial
position and the results of operations of the Municipality's governmental and proprietary
funds, with an emphasis on the Municipality's major governmental and proprietary funds.

6
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A fund is a grouping of related accounts that is used to maintain control over resources that

have been se$egated for specific activities or objectives. The Municipality, like most other
state and local govemments, uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements. Each fund is considered an independent fiscal entity
accounted for within a set of self-balancing accounts that comprise its assets, liabilities, fund
equity, revenue, and expenditures. Fund accounting segregates funds according to their
intended purpose and is used to aid management in demonstrating compliance with legal,

financial and contractual provisions. All of the funds of the Municipality can be divided into
two categories: governmental funds and proprietary funds.

l. Governmental funds

Govemmental funds are used to account for most of the services provided by the

Municipality. These funds are used to account for essentially the same functions reported

as govemmental activities in the GWFS. Unlike GWFS, the focus of governmental funds
in the FFS is directed to specific activities of the Municipality rather than the
Municipality as a wholet therefore, governmental funds in FFS report the Municipality's
operations in more detail than the GWFS.

Governmental funds in FFS provide a detailed short+erm view of the Municipality's
finances that assist in determining whether there will be adequate financial resources

available to meet the current needs of the Municipality, which is, evaluating the
Municipality's near-term financing requirements. For financial reporting purposes, the

Municipality classifies its governmental funds within the following types: (l) general

fund, (2) debt service fund, (3) special revenue funds, (4) capital projects funds and (5)
p€rmanent funds.

Governmental funds FFS are prepared on an accounting basis that is significantly
different from that used to prepare GWFS. In general, governmental funds FFS focus on
near-term inflows and outflows of expendable financial resources, consequently, they
measure and account for cash and other assets that can easily be converted to cash. For
example, amounts reported on the balance sheet include capital asses within a very short
period of time, but do not include capital assets such as land and buildings.
Govemmental fund liabilities generally include amounts that normally are going to be

paid within a short period after the end of the fiscal year. The difference between a
fund's total assets and total liabilities is reported as the fund balance or deficit, and
generally indicates the amount that can be used to finance the next fiscal year's activities.
Likewise, the operating statement for govemmental funds reports only those rcvenues

and expenditures that were collected in cash or paid with cash, respectively, during the

current fiscal year or very shortly after the end of the fiscal year.
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Because the focus of govemmental funds FFS is narrower lhan that of the GWFS, it is

useful to compare the fund information presented for govemmental funds with similar
information presented for govemmental activities in the GWFS. By doing so, readers

rnay better understand the long-term impact of the Municipality's near-term financial
decisions. Both the govemmental funds' balance sheet and the govemmental funds'
statement of revenues, expenditures and changes in fund balances provide a

reconciliation to facilitate the comparison between govemmental funds and the

govemmental activities reporled in the govemment-wide financial statements.

The Municipality has three major govemmental funds. Each major fund is presented in a
separate column in the balance sheet - govemmental funds and the statement of revenues,

expenditures and changes in fund balances - governmental funds. The three major
govemmental funds are: ( I ) general fund, (2) debt service fund, and (3) joint resolutions
fund.

2. Proprietary fund

The proprietary fund is a fund used to repon the financial position, results of operation
and cash flows of Villas de Florida I (FmHA and Hud Project No. 663-3 l -6706600096).

The project is owned by the Municipality, but its operations are carried out by a private
management agent unrelated to the Municipality. The housing development project of
Villas de Florida I has been designed to assist various segments of the general public in
obtaining adequate and reasonable priced rental housing. The project operates under
financing through the Section 8 New Construction and Substantial Rehabilitation
Program of the U.S. Department of Housing and Urban Development and the Section 515

Rural Rental Housing Loans Program of the U.S. Department of Agriculture. The
purpose of Villas de Florida I is to provide adequate housing to low-income residents of
the Municipality.

The activities of Villas de Florida I have been reponed as a proprietary fund in the
accompanying basic financial statements since GAAP permits the use of enterprise funds
to report any activity for which a fee is charged to external users of goods or services,
regardless of whether the govemment intends to fully recover the cost of the goods or
services provided. Thus, it is common to use proprietary fund reporting to account for
services where the govemment intends to recover only a portion of its costs through fees

or user charges.

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

Notes to Basic Financial Statements

The NBFS provide additional information that is essential for a full understanding of the data

provided in the GWFS and GFFS. The NBFS can be found immediately following the basic
finrncial statements.

8
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Fiscal Year Ended June 30' 201 I

FINANCIALANALYSISoFG0VERNIIIENT.IVIDEFINANCIALSTATENIENTS

The Municipality's overall financial position and operations for the prior and the current fiscal 
^

y""r rr" .r.a"iired as follows, based on the information included in the accompanying GWFS:

Condensed Statement of Net Assets

Governmental Activities

June 30,2011and 2010

201I 20r0

Asssrs.'

Current assets

Noncurrent assets:

Capital assets, net of
accumulated dePreciation

Other assets

Total assets

Liabilities:
Current liabilities

Long-term obligations due within one year

Long+erm obligations due after one year

Total liabilities

Net assets (deticit):

Invested in capital assets, net of debt

Restricted

Unrestricted. as restated

Total net assets

2.126,197

I 5,.+ 15,329

20,949

1,78 r,238

t4,169,734
22,t16

t7.862)75 I6.173,I l8

2,633,7 57
.r r9.555

4.6 15,940

2.,t32,657
.+06,05 I

4,953,069

7.669.252 7 ,491,777

14, 11 1 ,038

l 36,084
(.1,073,899)

$ I0.193.223

r 2,893,919

98.87 I

(-+,2r l,-l'{9)
s 8,781,l.l I

At June J0,2011, the Municipality's current assets, rmounting to 52'-126'197' are- mainly

compo.ed of cash and cash equivalents (5807'094)' accounts receivable ($70'461)' net of reserve

for doubtful accounts. intergovemmental grant receivable (Sl'150'183)' other current assents

(S70.373) and restricted deposits (S327'886)'

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

f2; the acquisition, construction and improvement of major capital assets, and (3) the operations

oi'feaeratty and stirte funded grant progi"rr. Restricted cash also consists of unspent proceeds of

bonds issued for acquisition, .ontirr.iion :rnd improvement of major capital assets. Restricted

l0
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property taxes receivable represent resources set aside to redeem the bonds of the Municipality in

minimum annual or biannual principal and interest payments.

The Municipality's non-culrent assets, amounting to $15,415,329 at June 10, 201l, are composed

of crpital assets. with a cosr basis of $31,109,355, which are reported net of accumulated

depreiiation and amortization of S 15,694,026 and other non cunent assets, amounting to 56O,909.

At June 30, 201 l, the Municipality's current liabilities amounting to $3'053'3t2 are mainly

composed of due to other agencies ($1,451'793)' accounts payable and accrued liabilities
($553,678), uneamed revenues (5328,518), matured interest due and payable ($14,776), bank

overdraft ($279,992), and the ponions due within one year of bonds and notes payable

(S419,555). Unearned revenues principally consist of uneamed revenues associated with

municipal license taxes and intergovemmental grants and contributions related to state and

federally funded grant programs.

The Municipality's non-current liabilities, amounting to $4,615,940 at June 30, 201I' are mainly

composed of portions due after one year of bonds and noted payable.

As noted earlier, net assets may serve over time as a useful indicator of the Municipality's

financial position. The assets ofthe Municipality exceeded liabilities by $10,193,223 at June 30,

2011. The most significant ponion of net assets ($14,l3l'038) reflects the Municipality's
investment in capital assets (e.g. land, buildings, machinery, equipment, fumiture, fixtures,

infrastructure, etc.), net of all related debt still outstanding that was issued to acquire, construct or

improve those assets. The Municipality uses these capital assets to provide services to its

citizens; consequently, these assets are not available for future spending. Although the

Municipality's investment in capital assets is reported net of the 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 assets ($136,084) at June 30, 201 l, represents resources that

are restricted for debt service payments and capital projects.

The remaining component of total net assets consists of unrestricted net liabilities amounting to

54,073,899 at June 30, 201 l. These unrestricted net liabilities are the consequence of previous

budgets rhar did not provide sufficient funding for incurred long-term obligations, such as bonds

tnd notes payable, claims and judgments, etc. Historically, a significant ponion of such

obligations has been budgeted on a pay-as-you-go basis.

The toral net assets of the Municipality increased by S1,411,883 during the fiscal year ended

June 30, 201 l.

ll
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The following is a condensed presentation of the Municipality's results of operations as reported

in the GWFS:

Condensed Statement of Activities
Govemmental Activities

Fiscal Years Ended June 30. 201 I and 2010

201 I 20 t0

Program revenues:

Program-specific operating grants and contributions

Program-specific capital grants rnd contributions

Charges for services

Total program revenues

General revenues:

Property taxes

Municipal license taxes

Sales and use tax

Unrestricted granls and contributions
Interest, fines and penalties

Miscellaneous revenues

Total geneml revenues

Total revenues

Program expenses:

General government

Economic development

Health and welfare

Public safety

Public housing and welfare

Culture, recreation and education

Interest on long{erm debt

Total expenses

Net increase in net assets

Net assets, at beginning of fiscal year

Prior-period adj ustments

Net assets, at beginning of fiscal year, as restated

Net assets, at end of fiscal year

7,02 1,15 1

8,867,3 r5

8,78 r,341

8,781,3.1I 9,444,590

2,245,025

635,348

556.601

$ 838,059

578,333
129,772

1..116.974 | ,846,164

4.959,693

306992
t41,225

| ,947 ,385
|,749

78,266

.1,853,132

45,630

439,582

t,6t6,t2l
r I,557
55.129

7,435,310

t0,872,284

| ,840,715
r,874,8 r8

I,085,788

I,051, 134

|,937.325
| ,461 ,037

203.584

| ,282,709
2,t29,738
|,249,795
l ,159,982
r ,951, 135

I,550,520
206,685

9,.160,.10 r

l,.lt 1,883

9,530,564
(663,249)

9,.144,590

t2

r0, 193,224 8,781,141



NIUNICIPALITY oF FLORIDA
CoNTIToNTVEALTH oF PUERTo RIco

Management's Discussion and Analysis
Fiscal Year Ended June 30, 201 I

As previously mentioned, the Municipality's net assets increased by S1,411,883 during the
current fiscal year. Approximately 5O7c of the Municipality's total revenues for the current fiscal
year came from propeny, municipal license. and sales and use taxes (55,,107,910). Grants,
contributions and charges for services (program revenues), amounting to $5,384,359, provided
197o of the total revenues for the current fiscal year. Miscellaneous revenues and interesl, fines
and penalties deposits provided the remaining l70 of tolal revenues.

The Municipality's expenses cover a wide range of services. The largest expenses of the

Municipality for the fiscal year ended June 30, 20ll were related to: (l) public housing and

welfare ($1,937,325), (2) economic development (S1,874,818), (3) general administrating and

operating costs ($1,840,715) which were classified as "general govemment", (4) culture,
recreation and education (S 1,.167,037), (5) health and welfare ($1,085,788), (6) public safety
(S1,051,134), (7) and inierest on long-term obligations (5203,584). These expenses include
depreciation and amortization of capital assets in the amounts of 5946,736 for the fiscal year

ended June 10, 201 l.

FINANCIAL ANALYSIS OF GOVERNIVTENTAL FUNDS

Analysis of Financial Position of Governmental Funds

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. The focus of the Municipality's
governmental funds is to provide information on near-term inflows, outflows, and balances of
expendable 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, 2011, the total assets of governmental funds amounted to $3,041,126, which
consisted principally of: (l) cash and cash equivalents of $804,006 (2) accounts receivable of
Slll,l70, net of reserve for doubtful accounts, (3) inter-fund receivables of 5964,887, (4)

intergovemmental grant receivable of S1,1.10,849 and (5) accrued interest on deposits of $14.

Such assets are restricted for debt service, capital projects, encumbrances and other specific
purposes.

At June 30,2011, the total liabilities of govemmental funds amounted to 53,859,155, which
consisted principally of: (l) accounts payable and accrued liabilities of $510,.104, (2) deferred
revenues of $.199,408, (3) inter-fund payables (5964.887). (4) bank over draft of $279,992 (5) due

to other agencies (S I ,.15 I ,793) and (6) matured bonds and interest due and payable of S 152.671 .

l3



NIUNICIPALTTY OF FLORIDA
Co r toNwEALTH oF PUERTo Rrco

Management's Discussion and Analysis
Fiscal Year Ended June 30, 201 I

The fund balances of govemmental funds increased by $88,324 during the fiscal year ended

June 30. 201 l.

Condelsed Balance Sheet - Goverrunental Funds

June 30. 2011 and 2010

201I 2010

Assersi

Total assets - major governmental funds

Total assets - other govemmental funds

Combined total assets

Liabilities:
Total liabilities - major governmental funds

Total liabilities - other governmental funds

Combined total liabilities

Fund balances:

Reserved - major governmental funds

Reserved - other govemmental funds

Unreserved - all governmental funds

Combined total fund balances

Tolal liabilities and fund balances

2,465,893

575.233

1,94t ,773

666,t74
3,041, 126 2,607,947

3,335,59s

523,560

2,922,6t9
591 ,681

3,859,155 1,5 t4,300

t.526,070
5t,673

(2,395,772\

t,t3t,122
7 4,493

(2,111,968)

(8 18,029)

3,O4t,126 2,607,947

(906,3s3)

Major Governmental Funds

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

assets amounted to $ 1,294,138 at June 30, 201 l. Such assets consist principally of: (l) municipal
license tax, sales and use tax, licenses, permits and other taxes, ($68,582), (2) intergovemmental
grant receivable ($874,416), (3) shon-term and long-term amounts due from other funds
($290,231), and (4) other receivables (60,909).

The GF's total Iiabilities amounted to 53,158,539 at June 30, 2011. Such liabilities are composed

mainly of: (l) accounts payable and rccrued liabilities ($'167,579), (2) defened revenues

($2s4,519), (3) bank overdraft (5279,992), (4) due to other agencies ($l'451'793) and (5) short-

tenn and long term amounts due to other funds (5674,656).

At the end of the current fiscal year, unreserved fund deficit of the GF amounted to 52,395,772,

while total fund deficit amounted to $ I ,864,401 .

t.1



IUUNICIPALITY OF FLORIDA
COMTTONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 201 I

Debt service fund (DSD- The DSF's total assets amounted to $287,201 at June 30, 201I' which

consist mainly of restricted cash in fiscal agent ($285,308), rcstricted proPerty taxes receivable,

net of reserve for doubtful accounts ($1,879) and accrued interest on deposits ($14). The DSF s

rotal liabilities amounted to $152,685 at June 30,2011, which are mainly composed of: (l)
matured bonds and interests due and payable ($152,671), (2) and due to other funds ($14)'

.Ioint resolutions fund (.IRF) - The JRF's total restricted assets amounted to $884,554 at June

30, 2011, which consist of cash in a commercial bank ($289,074) and due from other funds

($595,430). The JRF's total liabilities amounted to $24,371 at June 30' 201l, which are mainly

composed of accounts payable and accrued liabilities ($24,371)' At the end of the current fiscal
year, JRF s total fund balance is $86O,183.

Other sovernmental funds (OGF) - The OGF s total assets amounted to $575,233 at lune 30'

201 l, which consist mainly of restricted cash and cash equivalents ($229,624), intergovemmental
grant receivable ($266,433), and due from other funds ($79'176). The OGF s total liabilities
amounted to $523,560 at June 30, 201 l, which are mainly composed of accounts payable and

accrued liabilities ($18,454), deferred revenues ($214,889) and short-term and lon8-term amounts

due to other funds $2n,217).

This Space Has Been Intentionally Lett Blank

t5



NTUNICIPALTTY oF FLORIDA
CoNINToNIVEALTH oF PUERTO RTCO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 201 I

Analysis of Operating Results of Governmental Funds

Condensed Statement of Revenues, Expenditures and Changes

in Fund Balances - Governmental Funds

Fiscal Years Ended June 30, 2010 and 2009

201I

Revenues:
Total revenues - major governmental funds

Total revenues - other govemrnental funds

Combirrd total revenues

Erperulitures:

Total expenditures - major govemmental funds

Total expenditures - other governmental funds
Combined total expenditures

Deficiency of revenues under etperulitures

Other linancing sot.rces, net:

Proceeds from issuances of note payable

Other financing sources, net - major governrnental

funds

Other financing uses, net - other governmental

funds

Combined other financing sources (uses), net

Lrcess (leficiency) of revenues and other

ftnancing sources over (under) experulitures

and olher ftnancing uses

Fund balance, at beginning ofJiscal vear

P ri or -p e ri od adj u st ment s

Fund balance, at beginning offiscal l'ear (restuel)

Fnnd balance. at end ofJiscal vear

$ 7,91 l,960
2,384,203

1o,296,t63

2010

$ 6,688,173

1,672,03t
8,360,204

7,807,132

2,s32,707

--i033es-3f(43,676)

7.890,653

1.885,562--3@
( r,4 r6,0r l )

132,000

6,316

(6'316)

132,000

324,668

(324,668)

88,324

(906,353)

( l,416,01 r)

509,658

(906,353) 509,658

t6
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NIUNIcIPALTTY oF FLoRIDA
CorrilToNwEALTH oF PUERTo Rrco

Management's Discussion and Analysis
Fiscal Year Ended June 30, 201 I

Nlaior Governmental Funds

General fund - The total fund balance of the GF increased by 5109,579 during cunent fiscal
year.

Approximately 79Va ($5,782,952) of the GF's total revenues for the current fiscal year came from
prop€rty taxes, municipal license, sales and use taxes, licenses, permits and other local taxes, and

charges for services while 207c(51,463,0 t 3) resulted from intergovernmental grants and

contributions. The remaining lVc of tota,l revenues came from miscellaneous and interest, fines
and penalties revenues (S79,I l8).

The largest expenses of the GF for the fiscal year ended June 30, 201 I were related to: ( I ) general
administrating and operating costs (S 1,467,460), (2) economic development ($1,391,495), (3)
public safety ($944,885), (4) public housing and welfare ($943,678), (5) health and welfare
($938,722), and (6) culture, recreation and education (S938,098).

Debt service fund (DSF) - The total fund balance of the DSF increased by $39,823 during
current fiscal year. Approximately S146,959 of DSF's total revenues for the current fiscal year
came from restricted property taxes. DSF's total expenditures for the current fiscal year came

from principal and interests on bonds payable ($393,008).

.loint resolutions fund (.lRF) - The total fund balance of the JRF's decreased by $38,258 during
current fiscal year. JRF's total expenditures for the current fiscal year came from capital outlay
(S433,038), general administrating and operating costs ($20,503) and public housing and welfares
(53.922).

Other sovernmental funds (OGF) - Substantially all of OGF's revenues for the current fiscal
year came from intergovemmental grants and contributions of $2,380,M3, charges for service of
$3,433, and interest of $727. Total expenditures were mainly related to economic development
(5377.287). culture, recreation and education ($422,903), public housing and welfare ($415,120),

health and welfare ($41.030), general administrating rnd operating costs (52,992), public safety
(52l 3) and capital outlays ($ I ,273, 162).

This Space Has Been Intentionally Left Blank
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MUNICIPALTTY OT [.]LORDA
Comloxwrer.rn oF PuERro RIco

Management's Discussion and Analysis
Fiscal Year Ended June 30, 201 I

FINANCIAL ANALYSIS OT' BUSIIT{ESS.TYPE ACTIVITIES

Analysis of Ffiuacial Posilion of Pmpietuy Futrd

At June 30, 201l, the total assets of proprietary fund amounted to $1,046,831, which consisted
principally of: (t) restricted cash in commercial banks ($3,088), (2) intergovemmental gnnt
receivable ($9,534), (3) restricted deposit ($327,886), (4) capital assets net of accumulated

depreciation ($675,95), (5) other assets ($20,9{9), and (6) others receivable (9,450).

At June 30, 2011, the total liabilities of the proprietary fund amounted to $686,944, which
consisted principally of: (l) noncurrent liabilities of $63E,670, and (2) accounts payable and

accrued liabilities of $48,274.

The total unr€sstricted net assets of proprietary fund amounted to $359,887 at June 30, 201 l. The
following table presents a summary of the financial position of the proprietary fund (PF) at June

30 201l:

Assets.'

Total current assets

Total non-current assets

Total assets

Liabilities:
Total current liabilities

Total non-current liabilities

Total liabilities

Nel assets:

Unrestricted net assets

Total liabilitics and nel assers

$ 370,907

675,924

t,046,83 t

l0E,5l6
578,42E

686,944

359,8E7

$ 1,046,831

t8



NIUNICIPALITY OF FLORIDA
CoNINIoNWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 201 I

CAPITAL ASSETS AND DEBT ADIVTINISTRATION

a) Capital Assets

The Municipality has invested 531,109,355 in capital assets used in govemmental activities,
which have an accumulated depreciation and amonization of $15,694,026 at June 30, 201l.
The net capital msets increased during the current fiscal year due to the current fiscal year's

capiral additions ($945,596), which were partially offs€t by the depreciation and amortization
expense.

b) Debt Administration

The Municipality finances a significant portion of its construction activities through bond and

note 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.

At June 30, 201 l, the Municipality's total bonded debt amounted to $762,000 consisting of
bonds payable. Such debt is backed by the full faith and credit of the Municipality. The

Municipality has also certain outstanding notes payable. Such notes payable also decreased

during the current fiscal year mainly due to the principal payments made during the same

period.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Municipality's finances for
all of the Municipality's citizens. taxpayers, custome$, investors and creditors. This financial
report seeks to demonstrate the Municipality's accountability for the money it receives.

Questions conceming any of the information provided in this report or requests for additional
information should be addressed to: Municipality of Florida, Department of Finance.

t9



COMMONWEALTH OF PUERTO RICO
MUNICIPAUTYOF FLORIDA

STATEMENT OF NET ASSETII
JUNE 30, 2011

Govemmental
Actlvltle3

Villas de
Florlda IAsset3

Cash in bank (Noter 2 and 5)
Cash with fiscal agent (Not$ 2 and 5)

Accounts receivable:
Property tax€s
Municipal licenses
Sales and use lax
Licsnses, permits, and othgr taxes
Other
lnterest

Due from other aggnciEs (Note 9)

Restricted deposits
Other assets
Capital assets, net (Not6 11)

Total assets

Liabilltle3 and Net Ass€t3

Liabllltles
Bank overdralt
Accounts payable and accrued liabilities
Due to oth€r agoncies (Not€ 12)

lnterest payabl€
Defened revenugs (Nots 13):

Municipal licensE tax
Fedoral programs

Noncurrent liabiliti6s (Not€ 15):
DUE within on6 y6ar
Due in more than on€ year
Total liabilities

Net Assets
lnvestment in capital assets, net of related debt
Restricted for:

Debt servica
Capital pro.i6c't

Unrestricted
Tolal net assets

Total liabilities and n€t assets

$ 442,3S]
361,613

1,879
41,552
1't,077
15,953
60,909

14
1,140,849

14,739,405

3,088

9,450

9,534
327,886

20,949
675,924

$ 16,815,644

279,992
510,404

1,451,793

14,776

2U,5't9
43,999

359,313
4,037,5't2

14,131,038

132,411
3,673

(4,433,786)
9,833,336

$ 16,815,6,14

,831

48,274

60,242

1,0,16,831

The accompanying notes are an integral part ot these basic financial statements.
-20_
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

RECONC!LIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO STATEMENT OF NET ASSETS

JUNE 30, 2011

Total fund balances - governmental funds

Amounts reported for governmental activities in the statement
of net assets are different because:

$ (818,029)

. Capital assets, net used in governmental activities are
not current linancial resources and therefore are not
reported in the governmental funds balance sheet 14,739,405

. Net change in deferred revenues of earned but
unavailable revenues at June 30, 201 1 168,785

. Some liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds. (Note 4) (4,256,825)

$ 9,833,336Net assets of governmental activities

The accompanying notes are an integral part of these basic financial statements.
-24-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30,2011

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of
activities are dilferent 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. Therefore, depreciation expense
is not reported as expenditure in governmental funds.

. Governmental funds report issuance of longterm debt as
other financial sources because provides current financial
resources.

. 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.

' Some expenses reported in the statement of activities do not
require the use of current financial resources; therefore, are
not reported as expenditures in governmental tunds.

Changes in net assets of governmental activities

88,324

1,490,955

(809,691)

132,000

365,000

208,633

$ 1,47s,221

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

The Municipality is a political legal entity with full legislative and administrative
faculties in every affair of the municipal character, with perpetual succession
existence and legal personality, 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 recreation 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
conformity wiffi 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 of 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 lhe Municipality's financial

activities.

. Government - Wide Financial Statements - The reporting model includes linancial

statements prepared using lull accrual of accounting for all of the government's

activities. This approach includes not iust current assets and liabilities, but also
capital assets and long-term liabilities (such as buildings and infrastructure,
including bridges and roads, and general obligation debt)

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCTAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2011

. statement of Net Assets - The statement of net assets is designed to display the

tinanciaf position of the Municipality, including capital assets and infrastructure'

The net assets ot the Municipality will be bioken down into three categories;

investedincapitalassets,netofrelateddebt;restricted;andunrestricted'

.StatementolProgramActivities.Thegovernment.widestatementotactivities
Lpott 

"rp"nses 
inO ,"r"nr"t in a for;at that focuses on the cost of each of the

gl;rr*Ent,. functions. 
-ine 

expense of individual functions is compared to the

ierenres generated directly by the function'

oBudgetarycomparisonschedules-Demonstratingcompliancewiththeadopted
orJd"ti.Ln imbortant component of a governmenl's accountability to the public.

Underthereportingmodet,tneMunicipalitywillcontinuetoprovidebudgetary

"orp"ii.on 
intormition in their financial statements. An important change'

however,isarequirementtoaddthegovernment,soriginalbudgettothecurrent
comparison of final budget and actual results'

The following is a summary of the more significant policies'

a. Reporting Entity

A reporting entity is comprised of the primary government' component units and

oinl? orga-nir"tions that'are included io ensure that financial statements are not

misleading.fneprlmarygovernmentconsistsoJallfunds'departments'boards
and agencies t,"t 

"r" 
n6ti"gilly separate lrom the Municipality and for which the

Municipality is f inancial accountable'

TheMunicipality,smanagementhasconsideredallpotentialcomponentunits
lwtretner gor"rn*"nt"i, 

-not-tor-protit, or profit-oriented) for which it may be

ir"n.i"f fy""..ountaOte,' anJ oth6r bgally ieparate organizations-.for which..the

r,rr*i.ip"iitv is not tinanciatiy 
"..orntior" 

out the nature and significance of their

relationship with the rrrluniiiparitv mgy be. such that exclusion of their basic

iinrnii"i .d"t"rents trom tnoie oftne rriunicipality would cause the accompanying

basic financial .t"t"."nt, tot" misleading or incomplete. According.ly, a legally

separate organization would be reported ai a component unity of the Municipality

if all of the following criteria are met:
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

1) The Mayor appoints a voting majority of an organization's governing body
and, either (1) the Municipality has the ability to impose its will on that
organization or (2) the organization has the potential to provide specific
financial benefits to, or impose specific financial burdens on, the Municipality.

2) The economic resources, for which the Municipality is entitled, either
received or held by the separate organization, are entirely or almost entirely
for the direct benefit of the Municipality or its constituents.

GAAP details two methods of presentation: blending the financial data of the
component units' balances and transactions in a manner similar to the
presentation ol the Municipality's balances and transactions or discrete
presentation of the component units' linancial data in columns separate from the
Municipality's balances and transactions.

The Municipality's management has concluded that, based on the aforementioned
criteria, the Villas de Florida I Project is a legally separate entity that should be
reported as component unit of the Municipality for the fiscal year ended June 30,
2011.

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

Villas de Florida I Project is an 89-unit multi{amily housing proiect owned by the
Municipality as authorized transfer trom the Special Trustee for the Liquidation of
the Accounts of the Puerto Bico Urban Renewal and Housing Corporation. The
Project is operated under Section 515 of USDA, Rural 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 project is also subject
to Section 8 Housing Assistance Payments agreements with HUD, and a
significant portion of the Project's rental income is received lrom HUD. Also, the
Proiect is financed by a Mortgage of Section 515 Direct Loan.

b. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and
the statement of changes in net assets) report inlormation on all the activities of
the Municipality. For the most part, the effect of interfund activity has been
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOH THE FISCAL YEAR ENDED JUNE 30, 2011

removed from these statements. Governmental activities 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 oflset by program revenues. Direct expenses
are those that are clearly identiliable with a specific function 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 capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead
as general revenues.

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

For the fiscal year ended June 30, 201 1, the Municipality implemented
Government Accounting Standards Board Statement No. 54 (GASB 54), 'Fund
Balance Reponing and Governmental Fund Type Definitions'. The requirements
of this statement are etfective for financial statement periods beginning after
June '15, 2010.

GASB 54 enhances the usefulness of fund balance information by providing
clearer fund balance classifications that can be more consistently applied, and it
clarities the existing governmental fund type definitions. lt establishes fund
balance classifications that comprise a hierarchy based primarily on the extent to
which a government is bound to observe constraints imposed upon the use of the
resources reported in governmental funds.

GASB 54 also provides guidance for classitying stabilization amounts on the face
of the balance sheet and requires disclosure of certain information about
stabilization arrangements in the notes to the financial statements. The definitions
of the General fund, special revenue lund type, capital projects fund type, debt
service fund type, and permanent fund type are also clarified by the provisions in
this statement.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

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 ol accounling. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental lund financial statements 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.
Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period.
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 iudgments, are recorded only when
payment is due.

The Municipality reports the following ma.ior governmental funds:

1) General Fund

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

2) Joint Resolution Fund

This fund is used to account the resources for all the transactions ol the State
Contribution by Legislature Resolutions. The prlmary objectlve of these funds
is the development ot pro,ects on communities, non{or-prolit organizations,
purchase of equipment and indirect assignment to persons of low and
moderate income.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

3) Debt Service Fund

This fund is used to account for the resources accumulated and payments
made for principal and interest on long-term general obligation debt of
governmental funds.

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 interf und activity has been eliminated from the government-wide financial
statements.

Amounts reported as progrum 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 f irst, then 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 of 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 of Puerto Rico, forthe payment
of current liabilities, and bonds and notes issued for the acquisition and
construction of major capital improvements. Cash with fiscal agent in the debt
service fund represents special additional property tax collections retalned 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 HICO
MUNICIPALITY OF FLOR]DA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

lnterf und Receivables and Payables

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

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure (which
is normally immovable and of value only to the Municipality, such as roads,
bridges, sidewalks, and drainage system), are reported in the applicable
governmental or component units columns in the 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 useful life of an asset are capitalized. Other costs incurred for repairs
and maintenance are expensed as incurred. Depreciation in capital assets is
calculated on the straight-line basis over the following estimated useful livesl

lnfrastructure
Buildings and building improvements
Furniture and fixtures
Vehicles and equipments

g. Fund Balances

Useful Life

25-50 years
20-50 years

5- 10 years
5-20 years

ln the current year, the Municipality adopted the provisions of GASB Statement
No. 54, Fund Balance Reporting and Governmental Fund Type Definilrbns (GASB
No. 54), which enhanced the usefulness of fund balance information by providing
clearer fund balance classifications that can be more consistently applied. This
statement establishes fund balance classifications that comprise a hierarchy
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

based primarily on the extent to which the Municipality is bound to observe
constraints imposed upon the use of the resources reported in governmental

funds.

Pursuant to the provisions of GASB No. 54, the accompanying fund financial

statements report fund balance amounts that are considered nonspendable, such
as fund balance associated with inventories. Other tund balances have been
reported as restricted, committed, assigned, and unassigned, based on the
relative strength of the constraints that control how specific amounts can be spent,

as described as follows:

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

2) Restricted - Represent resources that can be spent only for the specific
purposes stipulated by constitutional provisions, external resource providers
(externally imposed by creditors or grantors), or through enabling legislation
(that is, legislation that creates a new revenue source and restricts lts use).
Effectively, restrictions may be changed or lifted only with the consent of
resource providers.

3) Committed - Represent resources used for specific purposes, imposed by
formal action of the Municipal's highest level ol decision making authority
(Municipal Legislature through resolutions and ordinances) and can only be
changed by a similar law, ordinance or resolution, no later than the end of
fiscal year.

4) Assigned - Represent resources intended to be used by the Municipality for
specific purposes but do not meet the criteria to be classified as restricted or
committed (generally executive orders approved by the Mayo0' lntent can be
expressed by the Municipal Legislature, the Mayor or by an official or body to
which the Municipal Legislature delegates authority in conformity with the
Autonomous Municipalities Act of Puerto Rico, as amended. ln governmental

funds other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or committed.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

5) Unassigned - Bepresent the residual classification for the Municipality's
general fund and includes all spendable amounts not contained in the other
classif ications. ln other funds, the unassigned classification is used only to
report a deficit balance resulting from overspending for specific purposes for
which amounts had been restricted, committed, or assigned.

Negative f und balance amounts are assigned amounts reduced to the amount that
will raise the fund balance to zero. Consequently, negative residual amounts in
restricted, committed, and assigned fund balance classif ication have been
reclassif ied to unassigned fund balances.

The Municipality reports resources constrained to stabilization as a specified
purpose (restricted or committed fund balance in the generalfund) only if: (1) such
resources meet the other criteria for those classif ications, as described above and
(2) the circumstances or conditions that signal the need for stabilization are
identified in sufficient detail and are not expected to occur routinely. However, the
Municipality has not entered into any stabilization-like arrangements, nor has set
aside material financial resources for emergencies and has not established formal
minimum fund balance amounts as of and for the fiscal year ended June 30,
2011.

ln situations when an expenditure is made for a purpose for which amounts are
available in multiple fund balance classif ications, the Municipality uses restricted
resources lirst, and then unrestricted resources. Within unrestricted resources, the
Municipality generally spends committed resources first, followed by assigned
resources, and then unassigned resources when expenditures.

The classification of the Municipality's individual governmental funds among
general, debt service, special revenue, and capital pro.iects fund types used in
prior liscal years for financial reporting purposes was not affected by the
implementation ol GASB No. 54. ln addition, the financial positions and the results
of operations reported in the accompanying fund financial statements as of and for
the fiscal year ended June 30, 2011 have not been affected for this change in
accounting principle. Accordingly, lhe accompanying fund financial statements
have not reported any retroactive restatements or reclassif ications of fund equities
as of July 1 , 2010.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUEO)
FOR THE F]SCAL YEAR ENDED JUNE 30, 2011

Risk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and other
losses. lnsurance policies are negotiated bythe Puerto Rico Treasury Department
and costs are allocated among all the municipalities of puerto Rico. Cost of
insurance allocated to the Municipality and deducted from the gross property tax
collections by the Municipal Revenue Collection Center (the "CRlM") for the year
ended June 30, 2011 amounted to approximately $130,807. The current
insurance policies have not been cancelled or terminated. The CRIM also
deducted approximately $1 66,455 for workers' compensation insurance covering
all municipal employees.

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 ol sick leave must be paid until March 3.1
next every natural year. Excess of vacations can be paid after July 1 ol every
fiscal year.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities, and disclosure of contingent assets and liabilities at the date of the
linancial statements and the reported amounts of revenues and
expendituredexpenses during the reporting period. The most significant
estimates consist of the contribution received f rom 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.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

k. Future Adoption ol 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

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

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

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

62 Codification of Accounting and Financial 2012-1g
Reporting Guidance Contained in Pre -
November 30, 1989 FASB and AICPA
Pronouncements

63 Financial Reporting of Deferred Outflows of 2012-13
Resources, Deferred lnflows of Resources,
and Net Position

64 Derivative lnstruments: Application of Hedge 2011-12
Accounting Termination Provisions - an
Amendment of GASB Statement No. 53

The impact of these statements on the Municipality's Iinancial statements has not yet
been determined.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE F|NANCTAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2011

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 of the Municipal Legislature. Transfers of appropriations
within the budget, known as Mayor's Resolutions, do not require the approval of
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. The
amounts budgeted under the Special Revenue Fund were excluded since they are
received and expended over a period of time which generally exceeds the current
yeat.

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 of 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 that an unspent balance from the prior year be canied foruvard and
made available for 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, 2011 representing the original budget.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAB ENDED JUNE 30, 2011

b. BudgeUGAAP Reconcillation

The following schedule presents comparisons of the legally adopted budget with
actual data on a budget basis. Because accounting principles applied for
purposes of developing data on a budget basis dltfer significantly from those used
to present financial statements in conformity wilh GAAP, a reconciliation of entity
and timing differences in the excess of revenues and other financing sources over
expenditures and other financing use for the year ended June 30,2011 is
presented below for the general and debt service funds:

Debt Service

Excess of expenditures over revenues - budgetary basis $ 38,30j

Entity differences:
Non-budgeted transfers 22,065
Non-budgeted revenues (20,5,19)

Excess of expenditures over revenues - GAAP basis $ 39,823

General Fund

Sourcesy'inflows of resources
Actual amounts (budgetary basis) available appropriation
from the budgetary comparison schedule $ 7,062,549

Differences - budget to GAAP:
Transfers from other funds are inflows of budgetary
resources but are not revenues for financial reporting fi4,26g

Transfers from other funds are inflow of budgetary
sources but are not revenues for financial reporting
purpose 78,266

Total revenues as reported on the statement ot
revenues, expenditures, and changes in fund balances $ 7,g2S,OAg
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Uses/outflows of resources

Actual amounts (budgetary basis) -Total charges to
appropriation f rom the budgetary comparison schedule S 6,192,550

Ditferences-budget to GAAP:

Prior year encumbrances recorded as current year
expenditures lor GAAP basis

Current year encumbrances recorded as expenditures
for budgetary purposes

Transfers to other funds are outflow of budgetary uses
but are not expenditures for financial reporting purpose 370,728

Total expenditures as reported on the statement ol
revenues, expenditures, and changes in fund balances $ 6,956,661

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
fund.
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COMMONWEALTH OF PUERTO RICO
MUN]CIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2011

4. RECONCILIATION OF GOVERNMENT.WIDE AND FUND FTNANCIAL
STATEMENTS

The governmental fund balance sheet includes reconciliation between fund balance-
governmental funds and net assets ol 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
$4.3 million differences are as follows:

Bonds payable
Compensated absences
Notes payable
Other long-term liabilities

Net adlustment to reduce tund balance governmental funds
to arrive at net assets ol governmental activities

5. DEPOSITS

$ 175,000
749,903
447,OO0

2.884.922

$4256.825

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 excessof federal depository insurance. All securities pledged as collateral areheld
by the Secretary ot 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 $76,306 that is restricted principally for capital
projects and the $253,924 in the debt service fund are unsecured and
uncollateralized, as no collateral is required to be carried by governmental banks.

The Municipality maintains its investments in one (1) bank located at Puerto Rico. All
kind of deposit is guaranteed by the Federal Deposit lnsurance Corporation (FDIC).
The standard insurance amount limit is $250,000.

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.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

6. PROPERTYTAXES

The Municipal Revenues Collection Center (CRIM) ot the Commonwealth ol 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 self 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 CRIM. The
assessment is made as of January 1 ol each year and is based on estimated current
values of the property as of year 1957. The tax on personal propefi must be paid in
f ull together with the return on or before May 1 5. 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

4.0O7o
1.03%
1.25%

<.20"/o>

6.08%

Personal

6.00%
1.037"
1.2570
<.2O/o>

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.

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

The "Additional 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.

Besidential real property occupied by its owner is exempt by law f rom 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
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORTDA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

is made. Revenue related to the basic tax on exempt property is recorded in the
General Fund when payments are received from the CRIM.

complete exemption from personal property taxes up to an assessment of $50,000 is
granted to merchants with an annual volume of net sales less than $15O,OOO.

Prior to the beginning of each liscal year, the cRlM informs the Municipality of the
estimated amount of property tax expected to be collected for the ensuring fiscal year.
Throughout the year, the CRIM advances funds to the Municipality based on the initial
estimated collections. The cRlM 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 from taxpayers. This
settlement has to be completed on a preliminary basis not later than three months
after fiscal year-end, and a final setllement 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 rebeivable from the CRIM is recorded at June 30.
However, if advances exceed the amount actually collected by the CRIM, a payable to
the CRIM is recorded at June 30. During July 2002, the Municipality entered into a
repayment agreement with GDB and CRIM to repay the excess of property taxes
advances from fiscal years up to 2001 for approximately $2.8 million. This amount
will be repaid through advances from property taxes (refer to Note 15).

Currently, the Municipality has received the preliminary setflementfrom CRIM related
to fiscal yeat 2O'10-'l1 , but not the linal settlement as the six months period after liscal
year ends, provided by law to CRIM to issue this, has not yet expired. Management
believes, based in part on the experience from prior years, that when received, the
final settlement from CRIM will not show a significant difference from the preliminary
settlement and that such ditterence, if any, will not have a material effect on the
linancial condition of the Municipality.

7. 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, 20.1 1. The annual Municipal License Tax is determined based on the gross
income of all commerce and industrial organizations that have operations in the
Municipality of Florida, and are not totally or partially exempt under the lndustrial
lncentive Law of Puerto Rico.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLOR!DA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

An annual return of business volume should be filed on or before April 15 of each
year and payable in two equal installments due on July 1 and Januar| . 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 = 1.5O"/"
Other organizations: = .50"/"

The amounts collected in advance are recorded as deterred revenues in the General
Fund. The Municipality invoiced and collected in advance during the current year
approximately $72,119, corresponding to the next fiscal year municipal license.

8, SALES AND USE TAXES

On July 29,2OO7 the Commonwealth Legislature approved Act No. 80 ("Act 80")
which imposed to all the Municipalities of Puerto Rico a uniform municipal sales and
use tax ol 1.5"/o. Effective August 1, 2007 1o/o of the 1.5% will be collected by the
Municipalities and the remaining .5% 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 .S of
1.5% 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 Puerto Rico ("GDB"), subject to
restrictions imposed and distributed as follows:

a. .2o/o ol lhe.5% will be deposited in a "Municipal Development Fund" to finance
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% of the .5% will be deposited in a "Municipal lmprovement Fund" to finance
capital improvement proiects; these funds will be distributed based on
legislation from the Commonwealth's Leglslature.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

9. DUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencies:

Puerto Rico Electric Power Authority (General Fund) $
Puerto Rico Treasury Department (General Fund)
Government Development Bank for Puerto Rico (General Fund)
OCAM - SBGP Program (Other Governmentat Fund)
Family Department - Food Program (Other Governmental Fund)
Family Department - Child Care Program (Olher Governmental Fund)

Total

10. INTEHFUND TRANSACTTONS

a. Due From/To Other Funds:

655,151
170,890
48,375

't04,079

25,2U

The due from and due to other fund balances as of June 30, 2011 , arc as follows:

Receivable Fund Pavable Fund

$ 1,140,849

Amount

$ 595,480
290,217
79,'t76

14

Joint Resolution Fund
General Fund

General Fund
Other Governmental Funds

Other Governmental Funds General Fund
General Fund Debt Service Fund

$_964Jt82

The balance of $595,480 due from the general fund to the joint resolution fund
represents an amount due f rom prior years related to the state contributions grant.

Remaining transfers are used to use unrestricted revenues collected in the
general fund to finance various programs accounted for in other funds in
accordance with budgetary authorizations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2011

b. lnterlund Transfers:

lnterfund transfers for the year ended June 30, 201 1 consisted of the following:

Transfer ln

Debt Service
General Fund
General Fund
Other Governmental

Transler Out

General
Debt Service
Other Governmental
General

Amount

$ 265,273
6,809

114
493

$_222-689

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
programs accounted for in other funds in accordance with budgetary
authorizations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

11. CAPITAL ASSETS

Capital asset activity for the Municipality lor the year ended June 30, 201 1 was as
follows:

OeEcrlp(lon

Ealancg

July l, 2010

$ 1,366,699

4*,447

1,857,146

16,375,266

2,429,243

1,627,7W

2,984,335

23,816,643

7,701.957

347,128

1,622,2W

2,318,112

11,989,496

Ealanco

Juno 30, 2011

$ r.366.699

968.382

2,335,081

17,191,739

3,278,519

1,710.538

3.022,715

lncr€a3€a Oecieaaea

CAPITAL ASSETS, NOT BEING OEPRECIATED

Land

Construction in progress

Total capilal assets, not being dep.eciated

CAPITAL ASSETS, BEING DEPRECIATED

Buildings, structures, and improvements

lnfrastructure

Fumiture and fixturcs

Vehicles, machinery and oquipment

Tolal capital assets. being depreciated

LESS ACCUMULATED DEPRECIATION FOB:

Buildings, structures, and improvements

lnfrastructure

Fumiture and fixtures

Vehicles, machinery and equipment

Total accumulaled depreciation

Total capital assels, being depreciaied, net 11.827,147 577.177

$

651,657

651,657

816.473

449,276

82,739

38,380

1,386,868

459,774

153,,145

31,040

t 65,428

809.69'l

s-
173,722

173,?22

25,N3,511

8,161,735

500,573

1,653,339

2,483,540

12,7W,187

12,404,324

GOVERNMENTAL ACTTVTTTES CAPTTAL ASSETS, NET $ 13,684,293 $ 1.228,8U $ 173,722 $ 14,739,,105

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

General government
Public safety
Public housing and welfare
Culture and education
Public works

Total depreciation expense - governmental activities
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COMMONWEALTH OF PUERTO RICO
MUNIC]PALITY OF FLORIDA

NOTES TO THE FINANC|AL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1T

Capital asset activity for Villas de Florida I Project, a discretely presented component
unit, for the year ended June 30, 201'l was as follows:

Component Unit - Villao do Florida I Proiect

Capital assets, not being depreciated:
Land

Total capital assets, not being depreciated

Capital assets, being depreciated:

Buildings, equipment, and lurnituro

Total capital assets, b€ing deprecialed

Less accumulated depreciation for:

Buildings, equipment, and turniture
Total accumulated depreciation

Total capital assets, being depreciated, net

Colinas de Jaguas Project capital assets, net

Balance

July 1, 2010

$ 302,602

302,602

3,240,630

3,240,630

2,757,792
2,757,792

482,838

$ 785,440

lncreasea Decreases
Balance

Jun€ 30, 2011

$ 302,602

302,602

2,894,839

2,894,839

373,322

$ 675,924

$- !-

27,531

27,53'l

137,O47

137,047

(109,516)

_$!_qesEI $

3,268,161

3,268,161

12. DUE TO OTHER AGENCIES

Due to other agencies at June 30, 201 1 are as follows:

Puerto Flico Electric Power Authority
Puerto Rico Labor Department
Puerto Rico Water and Sewer Authority
Puerto Rico General Services Adminislration
Puerto Rico Retirement System Administration
U.S. lnternal Revenue Service
Commonwealth Employment Association
Puerto Rico Education Department

Total

$ 6s5,1s1
408,527
141,381
115,430
91,251
20,341
19,172

540
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

13. DEFEBRED REVENUES

a. Municipal License Tax

The defened revenues of approximately $72,1 1 9 in the general fund related to
municipal license tax collected in f iscal year 2010- 1 1 that will be earned in fiscal
yeat 2011-12.

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 specific
years of the grant.

14. INTERGOVERNMENTAL REVENUES

lntergovernmental revenues in the general and capital projects funds consist mainly
of collections from the Commonwealth of Puerto Rico and the CRIM, and payments in
lieu of taxes from the Puerto Rico Electric Power Authority.

15. LONG-TERM DEBTS

Bonds and other long-term liabilities outstanding at June 30, 201 1 are as follows:

Bonds

$400,000 series of 1996, payable in annual installments of $10,000 to
$40,000 until July 'l ,2016, interests hom 3.27 lo 6.750/".

Notes Pavable

$65,000 series oI 2006, payable in annual installments of $5,000 to
$10,000 until July 1 , 2012, interest f rom 1 .53"/o lo 7 .00o/". $ 20,000

$295,000 series of 2007, payable in annual installments ol $35,000 to
$50,000 until July 1 , 2013, interest f rom 1 .53o/" to 7.50h. i 45,OOO
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$ 125,000

170,000

127,000

$ 587,000

Other Lonq-Term Liabilities

Due to Puerto Rico Health lnsurance Administration -$_t4IL56l_

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 adjusted the amortization of the mortgages at the time,
resulting in a smaller monthly payment.

Under agreements with RHS, the project is required to make monthly escrow deposlts
for insurance and replacement of Project assets, and is subject to restrictions as to
operating policies, rental charges and operating expenditures.

The liability of the Project 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 8.0%, payable in monthly installments of $8,401,

COMMONWEALTH OF PUERTO RICO
MUN]CIPALITY OF FLORIDA

NOTES TO THE FTNANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2011

$195,000 series ot 2008, payable in annual installments of $20,000 to
$35,000 until July 1 , 20'14, interest lrom 1 .53y" to 7.50o/o.

$225,000 series ol 2009, payable in annual installments of $25,000 to
$40,000 until July 1 , 2015, interest 'frcm 4.75y" lo 7 .50o/".

$132,000 series of 201 1 , payable in annual installments of $5,000 to
$1 1 ,000 until July 1 , 2035, interest from 6.000/" lo 7.50o/o.

including interest, through the due date, June 2019.
Less current maturities

The interest rates shown above are nel ol 2oh interest rental credit.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2011

Aggregate maturities ol the mortgage payable for each of the next five years following

June 30, 2011 and thereafter, are as follows:

Year ended
June 30.

2012
2013
2014
2015
2016
Thereafter

The annual debt service requirements lor the
June 30, 2011, are as follows:

Bonds
Principal

$ 25,000
25,000
30,000
30,000
30,000
35,000

Amount

$ 60,242
65,242
70,657
76,52'l
82,872

283,136

_$_9!gpz9_

bonds payable and notes Payable at

Notes Payable
lnterest Principal lnteresl

2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2036

3,914
9,262
7,475
5,525
3,575
1,300

$ 120,000 $ 23,3s1

125,000 25,905

120,000 21 ,990
75,000 15,627
45,000 11,690
25,000 34,680
25,000 26,062
25,000 16,687

27,OO0 7,050

$ s87,000 $ 183,042:$ 17s,000 $ 31,051:
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Long-term liability activity for the year ended June 30, 2011 was as follows:

Prlmary Gov.mment
Beglnnlng

Balanc. Addltlonr Payment!

s 25,000

115,000

140,000

sr.529

173,471

225,O00

$ 365,000

Endlng

Balanca

Due withln

One Year

Gove.nmental A.llvitl€a:

Bonds payable

Not6s payablo

Total long-tem debt

Other longFlerm llabllllles:

CBIM Law 42

ASES

Componsatod absonces

Tolal oth6r long-t€rm liabilities

Total noncurrEnt liabilitiqs,

govemmental activities

Component Unit:
Villas de Florida I Proioct

mortgago payable

16. FUND BALANCES

2,787,890

1,tt).561

923,374

3,859,825

s 4.629,825 $ 132,000

$ 694,295 $

s 200,000

570,000

s-
132,00O

r32,000

$ 175,000

587,000

762,000

2,736,361

148,56'l

749,903

3,634,825

$ 4,396,825

s 25.000

120,000

1,+5,000

65,752

't 48.56'l

214,3'13

$ 359,313

Fund balances classifications for the year ended June 30, 20'l 1 was as follows:

$ 55.625 $ 638,670 $ 60.242

Othar
Government

Debl Servlce al Funds Total
Joint

Gene.al Rgsolution

Restdcted:
General government
Health and weltare
Capital oullays
Debt service

Committed:
Public works

Assigned:
General government

Unassigned

s 7,355 $s
860,183

$ 1,796 S

32,571

17,306

9,1s1
32,571

860,183
134,516

't7,306

134,516

524.O16
(2,395,772\
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COMMONWEALTH OF PUERTO RICO
MUNIC!PALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

17. FUND BALANCE DEF]CIT

The following fund had a deficit in fund balance at June 30, 201 'l:

Fund

Capital assets, net of accumulated depreciation.
Outstanding balance on capital related debt
Unspent capital debt proceeds

Total invested in capital assets, net of related debt

19. RETIREMENT PLAN

Delicit

General $__r-8eLCIr

The deficit of the General Fund will be covered by future budgetary appropriations.

18. NETASSETS

Net assets invested in capital assets, net of related debt is comprised of the following:

$ 14,739,405
(622,000)

13.633

$_I4J(ILO38

a. Plan Description

The Employee's Retirement System of the Government of Puerto Rico and its
lnstrumentalities (ERS) is the administrator ol 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 'l , 1952.

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

Participation is mandatory except for members of the Legislature, Govemment
Secretaries, Heads for Agencies and Public lnstrumentalities, Assistants to the
Governor, the Comptroller of Puerto Rico, Gubematorial Board and Committee
appointees and Experimental Service Station 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, 2011

ERS provides retirement, death and disability benefits. Disability retirement
benefits are available to members for occupational and non-occupational
disabilities. Retirement benefits depend upon age at retirement and number of
years of credited service. Benefits vest after ten years of 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 benefit, payable
monthly lor 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 2o/o ol 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 65% ol the average compensation or if they
have attained fifty-five (55) years of age will receive 75% of the average
compensation. Disability retirement benefits 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 benefit 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 ERS, 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 benefit plan or transfer to
the new program. Persons joining the Municipality on or after January 2000 will
only be allowed to become members of System 2000. System 2000 will reduce
the retirement age from 65 years to 60 for those employees who joined the
current plan on or after April I, 1990.

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 ERS, together with those of the current def ined benefit plan. Benefits
at retirement age will not be guaranteed by the Commonwealth of Puerto Bico.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE F|NANC|AL STATEMENTS (CONTTNUED)
FOH THE FISCAL YEAR ENDED JUNE 30, 2011

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 two-year Constant Maturity Treasury Note or, (2)
earn rate equal to 7 5o/o al the return of the ERS's investment portfolio (net of
management fees), or (3) earn a combination of both alternatives. participants
will receive periodic account statements similar to those of defined contribution
plans showing their accrued balances. Disability pensions will not be granted
under System 2000. The employer's conkibution (9.275o/o of the employee,s
salary) will be used to fund the current plan.

b. ContributionRequirements

Commonwealth legislation requires employees to contribute S.77So/" of gross
salary up to $6,600 plus 8.275o/o of gross salary in excess ot $6,600. The
Municipality's contributions a@ 9.2750/" of gross salary. Contributions'
requirements are established by law. The actuarially determined contribution
requirement and conkibutions actually made for the year ended June 30, 201 1

was approximately $321,237. The Municipality's payroll for employees covered
by ERS was approximately $3.5 million. The Municipality total payroll for all
employees was approximately $4.3 million.

Additional information on the ERS is provided in its financial statements for the
year ended June 30, 2011, a copy of which can be obtained from the ERS,
Minillas Station, PO Box 42003, San Juan, PR 00940.

20. R]SK MANAGEMENT

The Risk Management Division of the Municipality's Legal Department is responsible
of assuring that the Municipality's property is properly insured. Annually, the Risk
Management Division compiles the information of all property owned and its
respective market value. After evaluating this information, the Risk Management
Division submits the data regarding the Municipality's properties to the Area of public
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
m unicipalities.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCTAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2011

21. 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 from leases during the year ended June 30, 20'l 1 was
approximately $1 59,795.

c. The Municipality retains title to its leased property. The lessee pays taxes,
licenses, insurance, and mainlenance costs of 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 for specific 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 of Florida had several outstanding or planned construction projects

as of June 30, 201 1 . These proiects are evidenced by contractual commitments with

contractors. The construction prolects are commitments of the Capital Project Fund
that amounted to approximately $82,222.

MUNICIPAL SOLTD 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
f unctions at the landfill site for thirty years after closure.
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COMMONWEALTH OF PUEBTO RICO
MUNICIPAL]TY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

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, 201 1, no amount has been estimated as post
closure cost of the landfill to be accounted for as required by accounting principles
generally accepted in the Unites States of America and state and lederal regulations.

25. SUBSEOUENTEVENTS

ln preparing these financial statemenls, the Municipality has evaluated events and
transactions for potential recognition ordisclosure through January 10,2012, the date
the financial statements were issued.
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Federal Granlor/Program Tltle

COMMONWEALTH OF PUERTO RICO

MUNICIPALIWOF FLORIDA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOB THE FISCAL YEAR ENOED JUNE 30, 2011

Federal
CFDA
Number

U.S. Ilepartment of Housing and Urban Development (HUD)

Section 8 Housing Choice Vouchers
Pass-through Commissioner Oflice ot Municipal Atlairs

State Block Grant Program - SBGP
Pass{hrough the Otlice ol Administration for Children and Families

Homelessness Prevention and Bapid Rehousing (HPRP)

Subtotal U.S. Department ot F|UD

U.S. Department ol Agriculture
Passthrough Governo/s Office of Child Services and Community
Development - Child and Adult Care Food Program

Subtotal U.S. Department ol Agriculture

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

Pass{hrough the Ollice ol Administration for Children and Families

Child Care and Oevelopment Block Granl
ARRA - Child Care and Development Block Grant

subtotal u.s. Department ol HHS

U.S. Department ol Labor

Pass{hrough Commonwealth of Puerto Rico - Human Resources

and Ocupational Development Council
Worklorce lnvestment Act (WlA) - Youth Activities

Subtotal U.S. Department of Labor

TOTAL

14.871

14.228

14.257

93.575
93.715

Federal
Disbursementd

Expenditures

$ 325,767

910,043

98, 1 14
1,333,924

10.558 41 ,030
41,030

390,146
54.171

444,317

17.259 96,555
96,555

$ 1 ,91s,826

See notes to Schedule of Expenditures of Federal Awards.
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't. SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of Expenditures of Federal Awards includes the

federal grant aciivity of the Municipality of 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 presented in this schedule may differ from amounts presented in, or

used in the preparation of, 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 of Expenditures of
Federal Awards is a follows: 

Expenditures

COMMONWEALTH OF PUEHTO RICO
MUNICIPALIW OF FLORIDA

NOTES TO SCHEDULE OF EXPENDTTURES OF FEDEFAL AWARDS
FOR THE FTSCAL YEAR ENDED JUNE 30,2011

Expenditures as per basic financial
statements:

Federal expenditures included within other
governmental funds

Total expenditures per schedule of expenditures
of federal awards

2.

$t-9t5.820

$lli!5820
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCTAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

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

To the Honorable Mayor and
Municipal Legislature

Municipality of Florida
Florida, Puerto Rico

We have audited the financial statements of the governmental activities, each malor fund
and the aggregate remaining fund information of the Municipality of Florida, as of and for
the year ended June 30, 201 1 , which collectively comprise the Municipality's basic financial
statements and have issued our report thereon dated January 10,2012. The report on the
governmental activities was qualified because management has not recorded a liabilityfor
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 Reportino

Management of the Municipality is responsible for establishing and maintaining effective
internal control over financial reporting. 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 statements, but not for the purpose of expressing an opinion on the effectiveness
of the Municipality's intelnal control over financial reporting. Accordingly, we do not express
an opinion on the effectiveness of the Municipality's internal control over financial reporting.

A deficiency in internal controlexists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct misstatements on a timely basis. A material
weaknessis adeficiency, or combination of deficiencies, in internal control such that there
is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis.
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Our consideration ol internal control over financial reporting was for the limited purpose

described in the lirst paragraph of this section and was not designed to identity all

deliciencies in internal control over financial reporting that might be deficiencies, significant
deficiencies, or material weaknesses. We did not identity any deliciencies in internal
control over linancial 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 of Florida's
financial statements are free of material misstatement, we performed tests of its

compliance with certain provisions of lawS, regulationS, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial Statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our test disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee,
Commissioner Olf ice ol Municipal Affairs, management and the federal awarding agencies
and pass{hrough entities and is not intended to be and should not be used by anyone
other than these specif ied parties.

San Juan, Puerto Rico
January 10,2012

Th6 stamp E16534 was
to tho original of this report.

Ctta/R,uqo3lo !,^a \ G
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INOEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
REOUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL

EFFECT ON EACH MAJOR PROGRAM AND ON INTEHNAL CONTROL
OVER COMPLIANCE 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. Oflice of Management and BudgetOMBCircularA'133
Comptiance Supplementlhat could have a direct and material effect on each Municipality
of Florida' major federal programs for the year ended June 30, 201 'l . Municipality of
Florida' maior federal programs are identilied 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 maior
federal programs is the responsibility of Municipality of Florida's management. Our
responsibility is to express an opinion on Municipality ol Florida's compliance based on our
audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States ol 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 CircularA-133 require

that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Municipality of Florida's compliance with those
requirements and performing such other procedures as we considered necessary in the

circumstances. We believe that ouraudit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on Municipality of Florida's compliance with

those requirements.
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As described in items 1l-l to 11-6 in the accompanying schedule of lindings and
questioned cost, Municipality ot Florida did not comply with requirements regarding cash
management, reporting, and Davis Bacon Act 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 federal
programs for the year ended June 30, 2011.

lnternal Control over Comoliance

Management of Municipality of Florida is responsible lor establishing and maintaining

effective internal control over compliance with the requirements of laws, regulations,

contracts and grants applicable to lederal programs. ln planning and performing our audit,

we considered Municipality of Florida internal control over compliance with the

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-133, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the

effectiveness of the Municipality's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a

control OVer compliance does nqt allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct noncompliance with a

type ol compliance requirement of a federal program on a timely basis. A material
ieakness in internal control over compliance there is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility

that material noncompliance with a type ol compliance requirement of a federal program

will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was lor the limited purpose described

in the preceding paragraph and was not designed to identify all deficiencies internal control

over compliance that might be significant deliciencies or material weaknesses, or material

weaknesses have been identifies. we did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

A significant deficiency in internal control over complianceis a deficiency, oracombination
of deficiencies, in internal control over compliance with a type of compliance reguirement ol
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
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accompanying schedule of findings and questioned costs as items 1 l-'t trough 1 1-6 to be
signif icant def iciencies.

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

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

San Juan, Puerto Rico
January 10,2012

The stamp E16535 $/as alfixed
to the original of this report.

O;UA)rro?.,, ,.q. L U
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

1. SUMMARYOFAUDITRESULTS

Financial Statements

Type of auditor's report issued:

lnternal control over financial reporting:

Material weakness (es) identif ied?

Signif icant def iciency (ies) identif ied?

Federal Awards

lnternal control over major programs:

Material weakness (es) identified?

Significant deficiency (ies) identified?

Noncompliance material to financial statements
noted? X yes No

Yes X No

Qualified opinion

Yes X No

Yes X No

State Block Gran Program - SBGP
Child Care and Development Block Grant
ARRA - Child Care and Development Block Grant
Section 8 Housing Choice Vouchers

X Yes No

Type of auditor's report issued on compliance for majorprograms: eualified opinion

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

ldentification of maior programs:

14.228
93.575
93.715
14.871
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COMMONWEALTH OF PUERTO RICO
MUNTCIPALITY OF FLORIDA

SCHEDULE OF F|ND|NGS AND OUESTTONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2011

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

Audited qualified as low-risk auditee?

2. FINDINGS - FINANCIAL STATEMENTS AUD]T

None

Yes X No

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

. Condition 11-1 - 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.

Cause

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

Eflect

The continued occurrence of this condition may expose the Municipality to the
assessment of interest costs relating to the excess cash on hand, which would
be paid from local funds.

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.
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COMMONWEALTH OF PUERTO RICO
MUNIC!PALITY OF FLORTDA

SCHEDULE OF FINDTNGS AND OUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAB ENDED JUNE 30, 2011

Questioned Cost

None

o Condition 1 1-2 - SBGP- CFDA No. 1 4.228

The financial information included in the financial report corresponding to the
quarter period ended on June 30, 201 1 cannot be traced to the accounting
books.

Cause

The accounting books were not updated.

Effect

The Municipality does not have the correct financial information recorded on the
accounting books.

Criteria

The OCAM Circular 2OO2-15 establishes that the 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.

Recommendation

The Municipality should update the accounting books as soon as possible. The
financial reports submitted to the Agency must include the financial information
as included in their accounting records.

Questioned Cost

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINOINGS AND OUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

. Condition 11-3 - SBGP- CFDA No. 14.228

The Program lncome Report for 2010-201 1 was not prepared and submitted to
the Agency.

Cause

The report was not prepared.

Effect

The Agency cannot obtain the information of whether the program do or do not
generate income, and if it do generate income, how much income it generates
during the year.

Criteria

Based on OCAM Circular 2007-'17, a program income report should be
submitted on or before July 31 of each fiscal year.

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 them.

Questioned Cost

None
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COMMONWEALTTI OF PUERTO RICO
MUNICIPALITY OF FLOR!DA

SCHEDULE OF FTND|NGS ANO QUESTTONED COSTS (CONnNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1I

Conditlon 11-4 - Child Cars and Development Block Grant - CFDA No.
93.575

The Municipality cannot have evidence of the financial reports submitted, on
following:

Report Period
Date to be
submitted

Funds Flequest
Disbursement

Report
Cause

October to March 201 1

April to June 201 1

1011012011

7115t2011

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

Etfect

The Municipality cannot evidence the submission reports.

Criteria

The Contracl into the Municipality and ACUDEN (the Agency) establish on
clause number seven, a funds request report for the quarter ended March 31,
201 1 should be submitted during the first ten calendar days of the following first
month of the same period. ln addition, a balance sheet or final report should be
submitted for the quarter ended September 30, 201 1 during the first fifteen
calendar days of the following month.

Recommendation

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

Questioned Cost

None
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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, 2011

. Conditlon 1 1-5 - ARRA - Child Care and Development Block Grant - CFDA
No.93.715

The Municipality cannot have submission evidence of the Final Report for the
period ended September 30, 2010 of the ARRA funds proposal.

Cause

The Child Care office does not file the corresponding letter of submission with
corresponding report.

Effect

The Municipality cannot evidence the submission reports.

Criteria

The conkact into the Municipality and ACUDEN (The Agency) establish due
dates for submission reports.

Flecommendation

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

o Condition 11-6 - ARRA- Child Care and Development Block Grant - CFDA
No.93.715

The Contract with Maglez Engineering for construction purpose, does not
include the Davis Bacon Act Clause.

Cause

Part of the federal funds assigned was to construction of an open-sided canopy.
The program generally does not have funds for this purpose and is not aware of
this clause.

Effect

-71 -

ORT]Z. RIVERA. RI\TERA & CO.
(IItI II ITD PL E LIC \'COL \I ]\ I\ . \ \LL t \L]D[D SER\ I' L\

Su1r. l5l. PO Il(,\ rr-rl5l-1. Sllnlurn. PR (10916-1150. Phone rllllr;561i5:1. Fr\ rl37r l1.l-0561



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

ScHEDULE OF FtNDTNGS AND OUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2011

Effect

The Municipality cannot guarantee that private contractors pay their employees
with prevailing wages.

Criteria

The Davis Bacon Act as amended, requires that each contract over $2,000 for
conslruction, alteration, or repair of public building or public works shall contain a
clause setting forth the minimum wages to be paid to various classes of laborers
and mechanics employed under contract.

Recommendation

The conkacts made by the Municipality should be reviewed with state and
federal regulations before be signed.

Questioned Cost

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

SCHEDULE OF STATUS OF PR]OR YEAR
AUDIT FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

During the current examination, follow-up was given to the lindings intormed 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 Audits Findings and Questioned Costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

scHEouLE oF STATUS OF pRtOR YEAR (CONTTNUED)
AUDrT FTNDINGS AND OUESTTONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Program

SBGP. CFDA
No. 14.228

SBGP. CFDA
No. 14.228

SBGP. CFDA
No.14.228

SBGP. CFDA
No. 14.228

SBGP - CFDA
No. 14.228

Child Care
CFDA No.
93.575

Child Care
CFDA No.
93.575

Condition 1O-1

The Municipality maintain balance in excess
of $5,000 in the SBGP program bank account

Condition 1G2

The Municipality did not request the extension
for some contracts with the Agency (OCAM)
on time.

Condition 't 0-3

The Municipality did not prepare the quarter
financial report ended June 30, 2010.

Condition 10-4

The Municipality did not prepared and
submitted the Program lncome Report.

Condition 10-5

Some disbursement voucher was not
available for examination

Condition l0-6

The Municipality did not paid all obligations
into the 90 days required after proposal end.

Condition 10-7

The inventory maintained lack ot some
information such as number, acquisition date,
or amount.
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Status

Condition
prevails.

Condition
corrected.

was

Condition was
corrected.

Condition still
prevails.

Condition was not
observed during the
yeat.

Condition was
correcled.

Condition was
correcled.

still

Findinq/Noncomoliance



COMMONWEALTH OF PUERTO R]CO
MUNICIPALITY OF FLORTDA

SCHEDULE OF STATUS OF pRtOR YEAR (CONTTNUED)
AUD|T F|NDiNGS AND OUESTTONED COSTS (CONT|NUEb)

FOR THE FISCAL YEAR ENDED JUNE 30,2011

Program

Child Care
CFDA No.
93.575

SBGP. CFOA
No. 14.228

SBGP. CFDA
No. 14.228

SBGP - CFDA
No. 14.228

Status

Conditlon lGg

The Municipality did not submit some reports
or did not have evidence of submission.

Conditaon 0Sl

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

Condition o9-2

The Federal Program maintains cash on bank
in excess.

Condition 09-3

Vouchers without signatures and without
bidding procedures.

-75_
ORT]Z. RIVERA. RIVERA & CO.
1-IRTIIiItJ PLBL(. A'Ci)I \TI\TS ' \ \I I L lDDED 5[R\ I'I5

Su{c l5l. PO Bi\ :1rl50 Su Juu. PR. (10916 1150. Phone r l8l) 156 t5t.t. Fl\ t tNT r l?.+ 0561

Condition
prevails.

Condition
prevails.

Condition
prevails.

Condition
corrected.

still

still

still

was

oncomDliance



CORRECTIVE ACTION PLAN



Jtll nt'i i.t
Estado Libre Asociado de Puerto Rico

Gobiemo Municipal de Florida

Oticina de Finanzas

CORRECTIVE ACTION PLAN

January 10,20'12

Cognizant or Oversight Agency for Audit:

Municipality ol Florida respectfully submits the following corrective action plan for the year
ended June 30, 201 1.

Name and address of independent public accounting firm: ortiz, Rivera, Rivera & co.,
S.:ite 152, PO Box 70250, San Juan, puerto Rico 009g6-7250.

Audit period: Fiscal year ended June 30, 201 1.

The findings from the June 30, 201 I schedule of findings and questioned costs are
discussed below. The findings are numbered consistently with the numbers assigned in
the schedule.

FINOINGS . FEDERAL AWARD PROGRAM AUD!TS, DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT

Finding 11-1: SBGP -CFOA14.228

Reoortable Condition: See Condition 11-l

Recommendation

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

Action Taken

The Federal Program office will establish control procedures in conjunction with the
Finance Department in order to maintain the minimal balance on bank account.
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Findlng 1t-2: SBGp - CFDA 14.228

Reoortable Condition: See Condition 11_2

Becommendation

The Municipality should update the accounting books as soon as possible. The Financial
reports submitted to the Agency must include the financial information as included in their
accounting records.

Action Taken

The Municipality is in process to update the financial intormation in the accounting books.

Finding 11-3: SBGp - CFDA14.22B

HepSd3ble_Co$[lon: See Condition 1 
.t -3

Becommendation

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

Action Taken

The Program lncome Reportcorresponding the period of 2010-2011, arc being worked on
and they will be submitted to the Agency.

FINDINGS - FEDERAL AWARD PHOGRAM AUDITS, DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Finding 11-4: Child Care and Devetopment Btock Grant - CFDA 93.575

Reportable Condition: See Condition 11-4

Recommendation

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



Action Taken

The child Care Program office will establish control procedures to fillthe transmittal letterswith each document sent.

Einding 11-5: ARRA - chitd care and Devetopment Block Grant - CFDA No. 93.715

Reoortable Condition: See Condition 11_5

Recommendation

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

Action Taken

The Child Care Program Office will establish control procedures to fillthe transmittal letters
'" rh each document sent.

Finding '11-6: ARRA - child care and Development Block Grant - CFDA No. 93.7i5

Reportable Condition: See Condition 11-6

Recommendation

The contract made by the Municipality should be
regulations before be signed.

Action Taken

The Municipality will establish control procedures in order to verify the contracts in relalion
with all required clauses before sign.

reviewed with state and federal



IL lf the Cognizant or Oversight Agency for Audit has questions regarding this plan'

please catt lvelisse Perez, at t787) 822-2228, for sBGP Program, or Melissa

L Perez, at (787) 822-1358, for Child Care Program.
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- Finance Director

L

L

L CordiallY,

,A>J&L Ramonita gel6n -----2


