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INDEPENDENT AUOITORS' 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,
each major fund and the aggregate remaining fund information of the Municipality of
Florida, as of and for the year ended June 30, 2012, which collectively comprise the
Municipality's basic financial statements, as listed in the table of contents. These financial
statements are the responsibility of the Municipality's management. our responsibility is to
express 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 contained in Govemment Auditing Slandards, issued by the
comptroller General of the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether ihe 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 financial 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 of 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.

ln our opinion, except for the effect of not determining and recording the liability of the
estimate of solid waste landfill post closure care costs as described in the third paragraph,

\u. ti. poR., -,r.r| SJ.Jurn.pR 00016--li0.ph" (l-8-'-:68il.r.Far,-8-rl-t.n56l



the financial statements refened to in the first paragraph present fairly, in all material
respects, the financial position of the governmental activities of the Municipality, as of
June 30, 2012 and the respective changes in financial position, thereof and the respective
budgetary comparison for the general and debt service funds for the fiscal year then ended
in conformity with accounting principles generally accepted in the United States of America.

ln addition, in our opinion, based on our audit, the financial statements refened to above
present fairly, in all material respects, the respective financial position of the discretely
component unit, each major fund and the aggregate remaining fund information of the
Municipality of Florida as of June 30,2012, and the respective changes in financial position
for the fiscal year then ended in conformity with accounting principles generally accepted in
the United States of America.

ln accordance with Govemment Auditing standards, we have also issued our report dated
December 26, 2012, on our consideration of the Municipality's internal control over
financial reporting and on 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 Standards and should be considered
in assessing the results of our audit.

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

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

San Juan, Puerto Rico
December 26,2012

The stamp E41552 was
to the original of this
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MTiNICIPALITY oF FLoRTDA
CoITllIoN}YEAL.IH oF PTIERTo RICo

Management's Discussion and Analy sis
Fiscal Year Ended June 30. 2012

As managemenl of the Municipality of Florida (lhe Municipalit) ). rve otler readers rhe lbllo$ing
discussion and analy'sis of the il{unicipality's tinancial activities reported in the accompanying
basic financial statements lbr the tiscal tear ended June 10.2012. We encourage readers to
consider the information presented here in conjunction with additional information that is
t'umished in the accompanting tinancial statements, shich tbllorv this narrative.

As more tirlll described in Note l. On July, l . 1005. rhe Municipaliry' adopted rhe provisions of
GASB Statement No. i9, Delerrlil itrg lYhether Certuin Orgntitulions ure L'otnpone t L'ttits tut
-.lntnthnent d GASB Stutenent,\b. /J (GASB No. j9). Based on rhe crireria established b1
GASB No. 19, the Municipalitl''s management concluded that there are no legally separate
entities or organizations that should be reported as component units ofthe Municipality as ofand
lbr the tlscal y-ear ended June 30. 1012. Theretbre, Villas de Florida I (FmHA and HUD Projcct
No. 663-3 l-6706600096) rvas reported as a business-type auiviry- and not as a componenr unit of
the Municipaliq, as ofand for the tiscal 1'ear ended June 30, 2012.

TINANCIAL HIGHLIGHTS

Govern menl- Wide H igh I ights :

o The Municipaliqv's total assets amounted Io $18.198.604 at June J0. 2012. of which
$ 15.479.61 | consist of capital assets (net of accumulated depreciation and amonization of
$16,708,589), $511,648 consist of restricted cash and cash equivalents, 5232.172 consist of
accounts receivable. net of the reserve for doubtful account, $312,273 consist of restricted
deposits, SI.585.134 consist of intergovemmental grant receivable. and 536.944 consist of
other assets and accrued interest on deposits.

The Municipality's total liabilities amounted to $l1,611.872 at June 30, 2012. of which
$8.411,644 consist of noncurrent liabilities, $1.288,319 consist of due to other agencies.

5387.587 consist of accounts payable and accrued liabilities. $849,486 del'erred revenues,
$618.221 consist ofbank overdraft and $56.613 consist of interest payable.

'Ihe Municipalit-v's assets exceeded its liabilities (net assets/surplus) by $6,586,732 at June

30. l0 | 2.

The Municipality's total revenues amounted to $9..171.878 fbr the liscal vear ended JLrne J0.
2011, ol which $5.417.711 arose from taxes. $3.721.055 arose lrom intergovemnrental
grants and contributions. and $332.092 arose t-mtn charges fbr sen ices. interest. tines and

penalties. and m iscellaneous revenues.

The Municipalitl's expenses amounted to Sll-078.369 firr the fiscal lear ended Jrrne 30.

2012. of rhich $10.070.276 rrhere incurred in providing direct sen'ices and benefits citizens
in relaiion to economic development. health and rvcltare. public sat'et1'. public housirrg and

*ellhre. and culture. recreation and educalion. ln addition. the MLrnicipalit-v incuned
$236,+8,1 of its total expenses, in irrterests related to its long-tenn debt. and $2.771,609 (in
general government activities to support the Municipality's functions and progran:s. '['he

Municipality's e\penses include depreciation in the amount of $877,51 6, tix the fiscal year

ended June l0- 20 ll.
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MuNlcrPALrrl' oF FLoRID-{
COiUTTONWEALTII OF PTIERTO RICO

Management's Discussion and Anall sis
l'iscal Year Ended June 10. l0l2

e lhe lvlunicipality''s net assets decreased by $3.606..191 during the tiscal lear ended June i0.
l0ll.

G overn mental F unds' H igh I ights :

o The total tund deticit of go\emmental l'unds arnounted to $1.019.573 at June J0. l0ll. oi
tlhich $712.76.1 is reserved tbr capital projects. debt sen,ice. encumbrances and adrances.
rr hile $ 1.7{2.-ll7 represents an unrestricted dellcit.

. The total l'und balances of govemrnental funds decreased by $2 I 1.5.1{ during the liscal l ear
ended June 10. 20 | 2-

Proprietary F un d High lights:

o The total unrestricted fund net assels ofthe proprietary lund amounted to $305.336 consists
of unreslricled lirnd balance.

o The total unrestricted fund net assets ofthe proprietary fund decreased by $54.551 during the

fiscal year ended June 10. l0l 2.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The purpose of financial reporting is to provide extemal users ol basic financial statemenls $ith
infbrmation that rvill help ihem to make decisions or drarv conclusions about lhe Municipality.
'fhere are many extemal parties that use the basic tlnancial statements of the Municipalir-v";

horvever, these parties do not always have the same specific objectives. In order to address the

needs of as rnany parties as reasonably possible. the Municipality, in accordance rvith required
linancial reporting standards. presents this Management's Discussion and Analysis (MD&A) as

an introduction to the accompanying basic llnancial statements. This narrative represents an

overview and analysis of the tlnancial activities of the Municipalit) fbrthe fiscal yearended June

i0. 2012. Because this MD&A is designed to fbcus on the current 1'ear activities. resulting
changes and currenlly kno$n lacts. we encourage readers to consider the information presented in

this MD&A in conjunction rvith the additional intbrmation f urnished in the accompanl ing basic

linanc ial statemenls.

Ihe Municipalitl''s basic financial stalements include three components: ( l) govemrnent-wide

financial statements (GWF'S), (2) fund flnancial slatements (FFS). and (l) notes to the hasic

linancial statements (NBFS). This report also contains additional required infbnnation in

addition to the basic flnancial statcments lhemselves. 
.lhese 

componcnts are described belorv.

'fhe basic financial statements tircus orr: (l)the iVlunicipality as a uhole ( government-w ide

linancial reportirrg) and. (2) the lVlunicipality's rnajor indiridual goremmental and proprictar)

lirnds. Iloth persp!'ctives allou the users to address rele\ant questions- broaden a basis t'or

cornparison ()'ear lo )ear or go\ernment lo govemmenl) and enhance the Municipality's
accountability. I-he components ofthe hasic llnancial stalements are described belorv.
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MUNICIP..ILITY oF FLoRIDA
Co$tNtoNlvEALTH oF PUERTo Rlco

Ivlanagement's Discussion and Anall srs

Fiscal Year Ended June i0. l0l2

u) Goeernntent-wide Financiul Slalemenls

The CWFS are composed ot': ( I ) the statements of net assets (SNA) and (l) the statement of
activities (SA). These tlnancial statemenls can be tbund immediately follorving this MD&A.
CWFS are designed to provide readers sith a broad orerview of the Municipalitv's
operations as a whole in a manner similar to private-sector business. These statements

provide short-term and long-term inlbrmation about the lVlunicipality's tinancial position,
*hich assist the Ivlunicipalitl"s management to determine the economic condition at June 30'

2012. the CWFS are prepared using methods lhat are similar to those used by most private

businesses.

Both of the govemment-\yide flnancial statements distinguish functions of the Municipality
that are principally supported by ta\es and intergovemmental activities (governnenk
uctiyilies) from other l'unctions that are intended to recover all or a significant portion oftheir
costs through user fees and charges (6ttstzess4rpe u.lililies).

l. Statement of Net Assets

The purpose ofSNA is to attempt to report all assets owned and all liabilities orved by the

Municipality. The Municipaliqv reports of all of its assets when it acquires ownership
over the assets and reports all of its liabilities when they are incurred. For example. the

Municipality reports buildings and inliastructure as assets' even though they are not

available to pay lhe obligations incuned by the Municipality. On the other hand. the

Municipality reports liabilities, such as claims and judgments, bonds and notes payable.

obligations under capital leases. compensated absences and certain accounts payable and

accrued liabilities, even though these liabilities might not be paid until several fiscal lears
into the f'uture.

The difference between rhe Municipality's total assets and lotal liabilities reported in

SNA is presented as net dssels, rvhich is similar to the total orvners' equi$r reported by a

cornmercial enterprise in its tinancial statements. Although the purpose of the

Municipality is not to accumulate net assets, as this amount increases or decreases over

time. such amount represents a uselul indicator of whether the financial position of the

Municipality is either irnproving or deteriorating, respectively.

2. Statem€nt of Activities

l'he SA presents infbrmation shorving how the N,lunic ipalit_'l 's net assets changed during

the llscai lear ended June i0. 1012, by presenting all olthe Municipalitl"'s revenues and

e\penses. As previouslv discussed. the items reported in SA are measured in a manner

similar to the approach used by a commercial enterprise in that relenues are recognized

$hen eamed rti established criteria are satistied, and expenses are recorded when

incurred h1,the Municipalir_,-. consequently. revenues are reponed even *hen they may

not be collected f'or several nronths atier the end of the tiscal 1'ear and expenses are

recorded evcn though they rnal' not have used cash during the currenl ) ear'

Although SA looks difierent lrom a cornmercial enterprise's inc(rne statement. tlre

dilTerence is only in fbrmat. not subslance. whereas the bottom line in a commercial

-6-



MUNICIPALITY oF FLoRIDA
COU}TONTvEALTII oF PUERTo RICO

Management's Discussion and Anal) sis
Fiscal Year Ended June 30. l0l 2

enterprise represents its net income. the Municipality. repons an amount described as ne,
t'horge in net iJJszLs. which is essentially the same concept.

'l'he lbcus ol SA is on the rer cr.rs, ofvarious activities provided by the lVlunicipality. The
statement begins *ith a column that identilies the cost ot'each ol the Municipalig''s
rna.ior lunctions. Another column identilles the revenues that are specilically related to
the classified governmental t'unctions. ['he diflerence betwecn the eKpenses and revenues
related to specilic functions/programs identifles the extent to which each function of the
Ivlunicipality drarvs liom general revenues or is selt'-financing through t'ees.

intergovernmental aid. and other sources of resources.

This statement also presents a comparison bet*een direct expenses and program revenues
tirr each lunction of the Municipality.

GWFS and GFFS present all of the Municipality's govemmental activities. rvhich are

supported mostly by taxes and intergovemmental revenues (such as l'ederal and siate granis

and contributions). All services normally associated rvith the Municipality thll into this

category. including culture, recreation and education: general govemment; health and

rvelfhre: public sat'ety: public housing and rvelthre; and economic development.

h) Fund Finuncinl Stalements

'Ihe Municipalir;*'s FFS consist ofi ( l) the balance sheet - governmental funds. (2) the

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

lhe statement ol net assets - proprietary fund, and (4) the statement of revenues, expenses and

changes in fund net assets -proprietary fund. These llnancial slatements report the linancial
position and the results of operalions of the Municipality's governmental and proprietary
lunds. with an emphasis on the Municipality's rnajor govemmental and proprietarl' funds.

A t'und is a grouping of related accounts that is used to maintain control over resources that

have been segregated tbr specitic activities or ob.iectives. The Municipality. like most other

state and local goternments. uses fund accounting to ensure and demonstrate compliance
with linance-related lcgal requirements. Each fund is considered an independent fiscal entity
accounted tbr rvithin a set of selt'-balancing accounts that comprise its assets, liabilities, tund

equity. revenue, and expenditures. Fund accounling segregates f'unds according to their
inlended purpose and is used to aid management in demonstrating compliance rvith legal'

tlnancial and contractual provisions. All of the f'unds of the Municipaliry can be divided into
lwo categories: governmental tirnds and proprietary tlnds.

l. Governmental funds

Ciolemmenlal llnds are used to account lbr most of lhe services prolided b1 the

lVlunicipalitv. 'fhese t'unds are used to account tbr essentialll- the same tinctions reported

as govemmental activities in the GWFS. LJnlike GWFS, the lbcus of govemrnental funds

in the FFS is directed io specific activities of the Municipalitl rather than the

Municipalit;- as a rvhole; therefirre. governmental funds in FFS report the Municipality's
operations in rnore detail than the GWFS.

-1_



Mt]NICIPALITI' OF FLORIDA
CottltoNlvE..{LTH ot' PUERTo Rtco

Managemenl's Discussion and Anall sis
Fiscal Ycar Ended June 30. l0l2

Corernmental tunds in FFS proride a detailed short-tenn rierv of the Ntunicipalitr's
linances that assist in determinins \\hether there *ill be adequate flnancial resources
arailable to Ineet lhe currcnt nceds of the i\'lunicipalitl'. rrhich is. evaluatins the
Municipalitl's near-lerm tinancing requirements. For tlnancial reptlrting purposes. the
N'tunicipality classitles its soremmental t'unds rvithin the tirllosing tlpes: (l) general

tlnd. (2) debt sen ice t'und. (i) special rerenue tirnds. (.1) capital projects tirnds and (5)
permanent funds.

Govemmenial lunds FFS are prepared on an accounting basis that is signilicantly
ditlerent liorn that used to prepare GWFS. ln general. govemmental t'unds FFS focus on

near-term inflous and oultlorvs of expendable tlnancial resources, consequently. the]-

rneasure and account tbr cash and other assels that can easilv be convened to cash. F()r

example. arnounts reported on the balance sheet include capital assets rlithin a Ierl short
period of time. but do not include capital assets such as land and buildings.
Governmental fund liabilities generally include amounts that normally are going to be

paid rvithin a short period afier the end of the flscal y'ear. The difference betrveen a

tund's total assets and total liabilities is reptlrted as (he t'und balance or dellcit. and

generally indicates the amount that can be used to tinance the next llscal year's activities.
Likervise. the operating statement f'or govemmental t'unds reports only those revenues

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

current llscal year or very shortlv atter the end ol the liscal year.

Because the tbcus of golemmental firnds FFS is narrorver than that ol the GWFS. it is

ruselul to compare the lund intbrmalion presented tbr governmental funds rvith similar
inlbnnation presented lbr govemmenlal activities in the GWFS. By doing so, readers

rnav betler understand the long-tenn impact ol the Municipality's near-term financial

decisions. Both the golemmental lirnds' balance sheel and lhe govemmental fitnds'

slatement of revenues. expenditures and clranges in lund balances provide a

reconciliation to facilitate the comparison between go!ernlnental I'unds and the

Sovernmental activities reported in the government-wide tlnancial slatements

'l-he Municipalitl has three major governmental llnds. Each major llnd is presented in a

separate column in the balance sheet - Sovemmental lirnds and the stalemenl of revenues.

expenditures and changes in fund balances - Sovernmental tunds. The three major

sorernntental lunds are: ( I) general fund. (2) debt senice fund. and (l).ioint resolutions

lir nd.

2. Proprietar.v fund

.fhe 
pftrprietarl tirnd is a lirnd used to report the linancial position. results of operation

antl casli tlo*s of Villas de Florida I ([rnt1\ and llud Pro.iect No. 66i-3 l-6706600096).

Ihc proiect is o$ned by the iVlLrnicipalit\. but its ()perations are carried out b! a private

nranagernent agcnt unrelated t() the Municipalitr" fhe housing derelopment pro.iect of
villas de I.lorida I has been desiqned to assis( rarious scgments of the general public in

obraining adequate and reasonable priced rental housing. fhe pro-iect operates undcr

linancing through the Section 8 Nerv Consrruction and srbstantial Rehabilitation

l)rogranr ol the tJ.S. [)cpartrnent ()l' l lousing and Iirbal Del cloprnent and the Secl ion 5 1 5

Rural Rental Ilousing [.oans Proqranl ot' lhe ti.S. I)epartntcnt of AgricultLrre lhe

,8



c)

d)

MuNtcrPALrrY oF FLoRIDA
CONIIIONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30. 2012

purpose of Villas de Florida I is to provide adequate housing to low-income residents of
the Municipalit_v.

The activities of Villas de Florida I have been reported as a proprietary fund in the

accompanying basic tlnancial statements since GAAP permits the use ofenterprise funds

to report any activity for which a fee is charged to external users of goods or services'

regardless of whether the government 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 rvhere the govemment intends to recover only a portion of its costs through fees

or user charges.

Proprietary t'unds provide the same type of information as the GWFS, but in more detail.

Noles to Basic Finoncial Stalemenls

The NBFS provide additional information that is essential for a full understanding ofthe data
provided in the GWFS and GFFS. The NBFS can be found immediately following the basic

financial stalements.

Olhet Supplemen ary Information

The basic financial statements are followed by a section of other supplementary information
consisting of: (l) budgetary comparison schedule - general fund and the Schedule of
Expenditures of Federal Awards.

This Space Has Been Inlentionally Left Blank
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NIUNICIPALIT! OF FLORIDA
Co}I}IoNwE-{LTII OF PUERTO RICO

i\lanageme'nt's Discussion and Anah sis

Fiscal Year Ended iune 30. l0l l

FIN.{NCIAL ANALYSIS OF GOVERNMf, NT-WIDE FINANCIAL STATE}If, NTS

'l-he Municipality''s orerall tlnancial position and operations tbr the prior and the current flscal

l ear are summarized as tirllou s. based on the intbnnation included in the acctlrnpanr ing G WFS:

Condensed Statemenl of Net .{ssets
(;overnmental Activities
June J0, 2012 and 201I

2012 20t I
y'.r'.rars.'

Current assets

Noncurrenl assels:

Capital assets. net of
accumulated depreciation

Other assets
'l'otal assets

Liabilities:
Current liabilities
[.ong-term obligations dLre rvithin one year

Long-term obligations due after one year

Tdal liabilities

Nel ossets (dertcit):
lnvested in capilal assets. net ofdebl
Restricted

[ ]nrestricted. as restated

Total net assets

I I .61 t.872

1.682.036

t 5.479,63 t

36.931

2.126.t97

I 5.4 t 5.329
20.949

| 8. 198.604 t7.861..175

3.200.228
.181.980

7 .527.664

2.633.7 57
ltq is5

4.61 5.940

7.66e.t51

t.1.459.757

58t.977
(8.455.002)

s 6.5 86.732

l.l. l I I.038
l]6.084

(4.073.899)

$ 10.193.213

At June J0. l0ll. the Municipaliq's current assets' amounting k) $l'682'016' are rnainll
cc.rmposed of cash and cash equivalents (s513.6{8). accounts receirable ($21 1.779). net of
reserve tirr doubtlll accounts. inlergor ernmental grant receivable ($1.585.13-l). other current

asscts ( $ 19.102 ) and restricted deposits ( $l I 2.171).

lhe restrictcd cash represcnts resources legatl-v- dcsignated t'or: ( l) the parrnent of deht service.

(l) the acquisitior). coltstruction and impro\emenl of lna.ior capital assels. and (i) the operations

of ftderally and state t'unded grant programs. Restricted cash also consists ot'unspent pmcc-eds ot'

b6nds issr,red lor acquisition. c()nstruction and improrement of major capital asscts. Restricted

properl!. ta\es receivable represent resources set aside to redeetn the bonds of the Municipalitl in

rninimum annual or biannual principal and intcrcst Pa)mr:nls.



MuNlctPALtrY oF FLoRtDA
CoNrstoNwEALTH oF PUERT0 Rtco

Management's Discussion and Analysis
Fiscal Year Ended June 10, 201 2

'Ihe Municipality's non-current assets. amounting to $ I 5,.179.63 I at June 30, 2012. are composed
of capital assets. with a cost basis of $12.188,220. which are reported net of accumulated
depreciation and amortizalion of $ 16.708.586 and other non current assets, amounting to 16.9J 7.

At June i0. 2012, the Municipalir.v"'s current liabilities amounting to $1,684.208 are mainly
composed of due to other agencies ($1.28E.319), accounts payable and accrued liabilities
($387.5E7). uneamed revenues ($E49,486), matured interest due and payable (556,613), bank
overdraft ($618,223). and the portions due rvithin one )'ear of bonds and notes payable
($483.980). Uneamed revenues principally consist of uneamed revenues associated rvith
municipal license taxes and intergovemmental grants and contributions related to state and
federally llnded grant programs.

The Municipality's non-current liabilities, amounting to 57,927,664 at June 30, 2012, are mainly
composed of portions due after one year of bonds and noted payable.

As noted earlier, net assels may serve over time as a useful indicator of the Municipality's
linancial position. The assets of the Municipality exceeded liabilities by $6,586.732 at June 30.
2012. The most signiticant portion of net assets ($14,.159,757) reflects the Municipality's
investment in capital assets (e.g. land. buildings. machinery, equipment, fumiture, tjxtures.
infiastructure. etc.). net ofall related debt still outstanding that was issued to acquire. construct or
improve those assets. The Municipality uses these capital assets to provide sen'ices to ils
citizens; consequently. these assets are not available lor 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 ($581.977) at June 30. 2012, 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
$8,,155.002 at June 30, 2012. These unrestricted net liabilities are the consequence of previous
budgets that did not provide sufficient lunding lor incurred long{erm obligations, such as bonds
and notes pay'able, clairns and judgments, etc. Historically. a significant ponion of such

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

'fhe lotal net assels ofthe Municipality decreased by $3,606..191 during the tiscal year ended June

-|0. 10 t2.

This Space Has Been Inlentionally Left Blank

- tJ



MuNtctPALrrl' oF FLORTD-.r

Coirr}IoNwEALTH oF PTiERTo Rlco
Manauement's Discussion and Analvsis

Fiscal Year Ended June 30.2012

.Ihe 
tbllorving is a condensed presentation of the I\'lunicipalit-v's results of operations as reported

in the GWFS:

Condensed Statement ol Activities
Goremmental i\ctivities

F'iscal Years Ended June 30. l0l2 and 201 I

20r2 20t I

Program revenues:

Program-specitic operating grants and contributions
Pnrgram-specilic capital grants and contributions
Charges tbr services

Total program revenues

Ceneral revenues:

Property ta\es

Municipal license taxes

Sales and use tax

Unrestricted grants and contributions
lnterest, fines and penahies

Miscellaneous revenues

Total general revenues

Total revenues

Program expenses:

Ceneral govemment

Economic development

llealth and rvelt'are

Public sai'ety

Public housing and *ellhre
Culture- recreation and education
lnterest on long-term debt

'Iotal expenses

Net increase in net assets

Net assets. at begjnning of tiscal )ear
Net assets, at end of tiscal year

2,866.62 t 3..136.97,1

6.605,257 7,.ri5,3 r0

ti.078.169

6,586.732 t0.19i.221

As previously mentioned. the Municipality's net assets decreased by 53.606..191 during the
current llscal 1'ear. Approxirnatell 57% ofthe iVlunicipalit)'s total re\enues for the current liscal

)car came lrom propert\'. municipal license. and sales and use laxes ($5..117.73 l). (irants.

contributions and charges tirr senices (prograrn revenues). amounting to S.1.017.126. providcd
-ll% olthe total revcnues tiJr the current liscal 1'ear. Misce-llaneous reYenues and interest. tlnes
and penalties deposits provided the rernaining l7o of total re!enues.

'Ihe Mun icipalit.v','s cxpenses cover a rvide range of senices. 'fhe largest expenses of the

Municipalit-v. fbr the tlscal ) ear ended Junc 10, 20 1 2 uere related [o: ( l ) econom ic developntent
($1,916.0-17). (2) gcneral adrninistrating and ()pcrating costs (S1.771.609) shich were classilicd

$ t.i69.80.1

I ,:01 .716

195.07 t

2.1+5,025

635.318

556.60 t

5.2 I 8.98 t

63. l+4
l]5,606

I, I 50.505

4,290

t.959.693
306,992

t+r.225
t,947.i85

t.719
78.266l:.73 r

9.,171.878 t0,872,284

2.77 t.609
2.936.037

|,770,677
1.598.4.13

1.095.428

t.669.691

236.484

| .840.715

I ,874.818

r,085,788

t.05 t. ti4
1.9i7.325

I,.r67.0i7
203,58.1

9..160..101

(3,606..191)

r0. r91.223

r.1r r.883

8.781.i,10

- lt-



MTINICIPALITY oF FLoRIDA
Co}I uoN\r,E.-TLTII oF PUERTo RICo

Management's Discussion and Anall sis
Fiscal Year Ended June 30. l0l l

as "general govemmelt". (3) public housinq and \elfare ($2.095.{18). ({) health and rr elf'are
(S1.770.677). (5) culture. recreation and education (S1.669.691). (6) public sat'et) (Sl.598.l.ll).
(7) and interest on lonq-tenn obligations (5216.18l). l-hese erpenses include depreciation and
amortization of capital assets in the amounts of Sl.0l+.561 tbr the tiscal )ear cnded June i0.
l0 l].

FINANCIAL ANALYSIS OF GOVERN}IENTAL FUNDS

,4nalysis of Finunciul Posilion of Governmental Fands

As discussed earlier. the iVlunicipaliry.-, uses f'und accounting to ensure and dcmonstrate
compliance rvith tlnance-relaied ['gal rcquirements. lhc fbcus of the i\'lunicipalitl''s
go\ernmental l'Lrnds is to prolide intbrrnation on near-term intlous. outtlorvs. and balances of
erpendable resources. Such intbnnation is uset'ul in assessing the Municipality's compliance
with tinance-related legal requirements. Specilically. unreserved f'und balance ma) scne as a
rrset'ul measure ol the Municipalitv's net resources available fbr spending at the end ol the tlscal

) ear.

At June 10. 2012, the total ass!.ts of governmental funds amounted to $1.294.-161. which
consisted principally oll (l) cash and cash equivalents ol $523.82.1 (2) accounts receivable of
$232.172. net ol resen'e fbr doubtt'ul accounts, (i) inter-tirnd receivables of $953.326. (-1)

intergovemmental grant receivable of $1.585.13.1 and (5) accrued interest on deposits of $7.
Such assets are restricted tilr debt service. capital projects. encumbrances and other specific
purposes.

At June i0. 2012. the total liabilities of govemmental t'unds amoLrnted to $4.324,036. which
consisted principalll ot: (l) accounts palable and accrued liabilities of$341.302. (l) deferred
revenues ol $428.91 8. 13 ) inter-t'und pal ables ($953.326). ({) bank over draft of $6 | 8.223 ( 5 ) due

to other agencies ($ I .288.1 l9) and (6) matured bonds and interest due and pal able of $202.356.

This Space Has Been Intentionally Left Blank
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COIIIUONTVE.I LTH OF Pt]ERTO RICO

lVlanagement's Discussion and Anall sis
Fiscal Year Ended June 30. 2012

'Ihe tund balances of qoremmental t'unds decreased by $211.5J4 during the tiscal y'ear ended
June i0. 1012.

Condensed Balance Sheet - Governmental Funds
June 30, 2012 and 201I

:012 t0 | I

.-lss?rs.'
'l-otal assets - nrajor uovemmental tunds
'l'olal assets - other uovL.mmental tunds

Cornbined total assets

Liubilities:
-fotal 

Iiabilities - ma.jor governmental funds
'fotal liabilities - other govemmental t'unds

Combined total liabilities

Funl halances:

Reserved - major govemmental funds

Reserved - other governmental lunds

Unresened - all govemmental t'unds

Combrned total llnd balances

Total liabilities und fund balances

1.194.+61 3.0.1 I .l 16

.1.12.1.016 1.859. r 5 5

2.701. I 9l
592.272

1.465.891

5 75.23i

3.772.788

55 r.2.18

1 1i5 iSi
521.560

671.740

4 1.024

( 1.7.12.317)

( l .02e.573 )

r.526,070

51.673

(2.395.772)
(818,029)

3.294.463 1.04 r.126

Major Governmental I'unds

General fund (GF) -'fhe GF is the principal operating fund of the Municipaliry" fhe GF's total

assets amounted Io $ I .950,522 at June 10, 2012. Such assets consisl principally ot': (l) rnunicipal
license ta\. sales and use tax. licenses. permits and other taxes, ($219.087). (2) interSovernmental

granl receivable ($1,219.841). (3) short-term and long-lerm amounts due lrom other funds

($l9l . 192 ). and (.1) ttther receivables ( $-100).

fheGF'stotal liabilities amounted to Sl.570.:62 at June -10. l0ll. Such liabilities are composed

rnainly ot': (l) accounts pay-able and accrued liabilities ($l-12.795). (l) delerred rc!enues

($j77.199). (3) hank orerdrali ($618.21i). (-l) due to other agencies ($ l.2ll8.l l9). (5) short{crm

and long terrn amounts due to other tirnds ( 5'161. I l'l). and (6) c lainrs and.iudSment ( $19 I .591).

At the end of the current fiscal year. unresened tund detlcit of the GF amotlnted to $1.7'll-137.
rrh ile total t'und delicit arnounted to 5 I .6 19.710.

l)ebt senice funrl (DSF)- Ihe DSF's lolal assels amounted to $271.871 at June 30. 1012. $hich

consist tnainh of restricted cash in fiscal agcnt ($259.986). restricted Propert) ta\es reccivable'

net oI resene tbr doubttul accounts ($12.685), due liorn other agencies (52.195) and accrued

inreresr on deposits 1$7). lhe I)SF's total liabilitics amountcd k) S202.-16l at Jtrne 30. 1012.

- l{-



MUNICIPALITY oF FLoRIDA
COMMONWEALTH OF PUERTO RTCO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2012

which are mainly composed of: (l) matured bonds and intercsts due and payable ($202,356), (2)
and due to other funds ($7).

Joint resolutions fund (JRFI - The JRF's total resficted assets amounted to $431,490 at June
30, 2012, which consist of cash in a commercial bank ($45,306) and due from other funds
($431,490). The JRF's total liabilities amounted to 5163 at June 30, 2012, which are mainly
composed ofaccounts payable and accrued liabilities ($163). At the end ofthe current fiscal year,
JRF'S total fund balance is $476.633.

Other qovernmental funds (OGF) - The OGF's total assets amounted to 5592,272 at June 30,
2012, which consist mainly of rcstricted cash and cash equivalents ($218,532), intergovemmental
grant receivable ($343,096), and due from other funds ($30,644). The OGF's total liabilities
amounted to $551,24E at June 30, 2012, which are mainly composed of accounts payable and

accrued liabilities ($8,344), deferred reverues ($51,719) and short-term and long-term amounts
due to other funds ($491,185).

This Space Has Been Intentionally Left Blank
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MUNTCTPALITY OF FLORTDA
COMMONWEALTH OF PUERTO RICO

Management's Dscussion and Analysis
Fiscal Year Ended June 30, 2012

Analysis of Operoting Results ol Govennental Funds

Condensd Statement of Revenues, Expendirures and Changes
in Fund Balances - Govemrrental Funds

Fiscal Years Ended June 30,2012 and 201 I

20t2 20tI
Revenues:

Total revenues - major govemmental funds
Total rcvenues - other governmental funds

Combined total revenues

Erpendiures:
Total expenditures - major govemmental funds
Total expendiures - other govemmental funds

Combined total expenditures

Deficiency of rewnues tmder expendlures

Other fmancing sources, net:
Proceeds from issuances ofnots payable
Other financing sources (uses), net - major governmental

funds

Other financing sources (uses), net - other governmental
funds

Combined otbr financing sources (usc), net

Excess (deficiency) of revenues and other

Jinancing sources over (under) expenditures
and o! her Jinancing uses

Fund balance, at beginning offiscal year
Fund balance, at end offrcal year

$ 7,649,018

r,5 t6,500
$ 7,91 r,960

2,3E4,203

t0296,t639, r65J l8

10,745557 7,807,t32

(3,2E6544) (43,676)

3,075,000

( 179,356)

179356
3,075,000

t32,000

6,316

(6,3 l6)
t32,000

(2r,544)

(8l8O2e)

_!_Lt02eJ7]}

88,324

(906,353)

_!_____l!t!J2

-t6-
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)!lanagement's Discussion and Analvsis
Fiscal Year Ended June 10. 2012

Ilaior Governmental Funds

General fund - Ihe total fund balance of the GF increased b1. $2,1.1.661 during currenr tiscal
)ear.

Approximateh T6% ($5.58-1.972) ofthe GF's total rerenues lbr the current fiscal lear came fnrm
property taxes. Inunicipal license. sales and use taxes, licenses. permits and other local taxes. and
charges lbr services rvhile l3%($1.711.217) resulted tiom intergovemmental srants and
contributions. 'l'he remaining l% of total revenues came fiom miscellaneous and interest. tines
and penalties revenues (93 5,3.1.1).

The largest expenses ofrhc CF for the tlscal 1 ear ended June 10. l0l I rr ere relared to: ( I ) general
administrating and operating cosrs ($2.541.570). (2) economic development ($2.0.18.163). (l)
public sal'ety ($1.368.399). (-l) heallh and rvelfare ($1.295.929). (5) culture. recrearion and
education ($ l. l0 I ,4 I 7). and (6) public housing and u.elfhre ($ I .045..187).

Debt service fund (DSF) - The total flnd balance of the DSF decreased by $62.006 during
current flscal 1ear. Approximately $127.672 of DSF's lotal revenues for the current flscal Iear
came tiom restricted property taxes. DSF's total expenditures tbr the current flscal vear carne
fiom principal and inlerests on bonds pay,able ($595,797).

Joint resolutions fund (JRF) - The total fund balance of the JRF's decreased by $383.550
during current fiscal year. JRF's total expenditures for the current liscal lear came from capital
outlay ($532,i.13). economic developrnent ($16,591) and culture, recreation and education
($ 163).

Other qovernmental funds (OGF) - Substantially all of OGF's revenues for the current fiscal
vear came tiom intergovemmental grants and contributions ol $ 1.5 12,102. charges fbr service ol'
$2.905, and miscellaneous revenues and interest of SI.493. Total expenditures rvere mainll
related to economic developmenl ($6.11.044), public housing and rvelf-are ($361.219), culture,
recreation and e'ducation ($338.072). health and rvelt-are ($36.714). public satbq,($5) and capital
outlays ($129.43l).

FINANCIAL ANALYSIS OF BUSINESS.TYPf, ACTIVITIES

Anol.ysis trf Finunciol Posilion of Proprietury Fund

At June 10. 1012. the total assets of proprietan f'und amounted to $934.306. $hich consisted
principalll' ot: (l) restricted cash in commercial banks ($9.82-l). (l) intergor erntnental grant
receivable ($7.51"1). (l) restricted deposit ($316.828). (l) capital assets net of accumulated
depreciation ($5-i6..170). (5 )other assets ( Sll.j 8l ). and (6) orhers receivable (l 1.168)-

At June i0. l0ll. the total liabilities of the proprietarv tirnd amounred to $618.970. rvhich
consisted principalh ot: (l) noncurrent liabilities ol $578..128, and (2) accounts palable and
accrued liabilit ies of 350.5-12.

- 17-



MUNICIPALITY OF FLORIDA
COII TONWEALTH OF PUERTO RICO

Management's Discussion and Analy sis
Fiscal Year Ended June 30, l0l2

The total unresstricted net assets of proprietary l'und amounted to $305,136 at June 30, ?01 2. The
lblloling table presents a summary of the tinancial position of the proprietary fund (PF) at June
10. 20 r 2:

.4s.sers.'

Total current assets

Total non-current assets

Total assets

Liahilities:
Total current liabilities

Total non-current liabilities
Total Iiabilities

Net assels:

Unrestricted net assets

Tolal littbililies and nel assets

CAPITAL ASSETS AND DEBT ADMINISTRATION

377.836

556.470

934.306

I I 5.784

5 t3.186

628-970

a)

b)

305.336

934.306

Capital Assets

The Municipality has invested $32,1 88.220 in capital assets used in govemmental activities.
rvhich have an accumulated depreciation and amortization of $ I 6.708,589 at June 30, 2012.
The net capital assets increased during the current fiscal year due to lhe current fiscal year's
capital additions ($784.166). rvhich were partially otTset by the depreciation and amortization
expense.

Debt Administration

The Municipality flnances a signiticant portion of its construction activities through bond and

noie issuances. and through state and federal grants. The proceeds from bond issuances

designated lor construction activities are committed in its entirety for such purposes and

cannot be used lbr an1' olher purposes.

At June 10. 20 | 3. the Municipalitv's total bonded debt arnountcd to $1.125.000 consisting of
bonds palable. Such debt is backed bl thc till thith and credit oflhe Municipality. I'he
Municipalit;- has also cerlain outstanding notes payable. Such notes payable also decreased

during the current fiscal rear mainly due to the principal paynrents rnade during the sarne

pcriod.

- t8-
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Fiscal year Ended June 30,2012

i nEeuEsrFoRrNFoRnrATIoNL
This financial report is designed to provide a general overview ofthe Municipality's finances for

I all of the Municipality's citizens, taxpayers, customers, investors and crediiors. This financial
L report seeks to demonstsate the Municipality's accountability for the money it receives.

Questions concerning any of the information provided in this rcport or requests for additional
t information should be addressed to: Municipality of Florida, Department of Finance.
L

L

L

L

L

L

L

L

L

L

L

L

L

L

L
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COMII/IONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

STATEMENT OF NET ASSETS
JUNE 30, 2012

ASSETS

Governmental
ActiYities

Villas de
Flo.ida I

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

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

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

Total assets

LIABILITIES AND NET ASSETS

$ 235,841
287 ,983

184,049
34,757
12,212

754
400

7

1,585,134

72.510
509.467

't4.923 '161

$ 17,2U,298

$ 618.223
341 ,302

1,288,319
52,356

357.894
491 ,592

418.738
7,414.478

-T0€B-I902-
14.459,757

I,824

18,802

312,273
36,937

556,470

$ 934.306

.E

46,285

4,257

65,242
51 3, 186--------62E370-

305.336---J0-'33r
934.306

Liabilities
Bank overdraft
Accounts payable and accrued liabilities
Due to other agencies (Nole '12)

lnterest payable

Deferred revenues (Note 13):
Municipal license tax
Claims and judgments

Noncurrent liabilities (Note 15):
Due within one year
Due in more than one year
Total liabilities

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

Oebt service
Capilal prolect

Unreslricted
Total net assets

Total lrabrlities and net assets $ 't7 ,2U.298

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

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO STATEMENT OF NET ASSETS

JUNE 30, 2012

Total fund balances - governmental funds $ (j,029,573)

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

. Capital assets, net used in governmental activities are
not current financial resources and therefore are not
reported in the governmental funds balance sheet. 14,923,161

. Net change in deferred revenues of earned but
unavailable revenues at June 30,2012. 221,024

. Some liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds. (Note 4) (7,g33,216)

Net assets of governmental activities $ 6,281,396

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

RECONCILIATION OF THE STATEIT'IENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of
activities are d ifferent 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 longterm 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 funds.

Changes in net assets of governmental activities

$ (211,544)

1,061,272

(877,516)

(3,075,000)

359,313

(808,46s)

_$__19f!tf3E

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

NOTES TO THE FINANC]AL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

1. ORGANIZATION

The Municipality is a political legal entity with full legislative and administrative
faculties in every allair of the municipal character, with perpetual succession
existence and legal personality, separate and independent lrom the central
government of the commonwealth ol 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 l2 members. The members of these branches are elected
every four years in the Puerto Rico general elections.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

The financial information 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 the Municipality's financial
activities.

Government - Wide Financial Statements - The reporting model includes financial
stalements prepared using full accrual of accounting for all ol the government's
activities. This approach includes not just 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)

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

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

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

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

The following is a summary of the more significant policies.

a. Reporting Entity

A reporting entity is comprised of the primary government, component units and
other organizations that are included to ensure that financial statements are not
misleading. The primary government consists of all funds, departments, boards
and agencies that are not legally separate from the Municipality and for which the
Municipality is linancial accountable.

The Municipality's management has considered all potential component units
(whether governmental, not-for-profit, or profit-oriented) for which it may be
financially accountable, and other legally separate organizations for which the
Municipality is not financially accountable but the nature and significance of lheir
relationship with the Municipality may be such that exclusion of their basic
f inancial statements f rom those of the Municipality would cause the accompanying
basic financial statements to be misleading or incomplete. Accordingly, a legally
separate organization would be reported as a component unity of the Municipality
if all of the following criteria are met:

1) The Mayor appoints a voting majority of an organization's governing body
and, either (1) the Municipality has lhe ability to impose its wiil on that
organization or (2) the organization has the potential to provide specific
financial benelits to, or impose specific financial burdens on, the Municipality.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANC|AL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

2) The economic resources, for which the Municipality is entifled, 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 of the Municipality's balances and transactions or discrete
presentation of the component units'financial data in columns separate from the
Municipality's balances and transactions.

The 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, 2012.

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-family housing project owned by the
Municipality as authorized transfer from the special rrustee for the Liquidation of
the Accounts of the Puerto Rico 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 from HUD. Also, the
Project is financed by a Mortgage of Section 515 Direct Loan.

Government-Wide and Fund Financial Statements

The governmenlwide financial statements (i.e., the statement of net assets and
the statement of changes in net assets) report information on all the activities of
the Municipality. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities are supported mainly by
taxes and intergovernmental revenues.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF FLORTDA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segments are offset by program revenues. Direct expenses
are those that are clearly identifiable 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 fund financial statements segregate transactions related to certain functions
or activities in separate funds in order to aid financial management and to
demonstrate legal compliance. These statements present each major fund as a
separate column on the fund financial statements; all non-major funds are
aggregated and presented in a single column.

The Municipality implemented Government Accounting Standards Board
Statement No. 54 (GASB 54), "Fund Balance Repofting and Govemmentat Fund
Type Definitions". GASB 54 enhances the usefulness of fund balance information
by providing clearer fund balance classifications that can be more consistenfly
applied, and it clarifies 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 enhances the usefulness of fund balance information by providing
clearer fund balance classifications that can be more consistently applied, and it
clarifies the existing governmental fund type definitions. lt establlshes 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 classifying 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 fund 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 FINANC|AL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2012

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The governmenlwide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounfing. 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 fund financial statements are reported using ihe cunent financial
resources measurement focus and the 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 judgments, are recorded only when
payment is due.

The Municipality reports the following major governmental funds:

1) General Fund

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

2) Joint Resolution Fund

This fund is used to account the resources for all the transactions of the State
Contribution by Legislature Resolutions. The primary objective of these funds
is the development of projects on communities, non-for-profit organizations,
purchase of equipment and indirect assignment to persons of low and
moderate income.
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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, 2012

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 interfund activity has been eliminated from the governmenlwide financial
statements.

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

When both restricted and unrestricted resources are available for use, it is the
government's policy to use restricted resources first, 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 fiscal 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 retained by the
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FtNANCtAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2OI2

Commonwealth of Puerto Rico and restricted for the payment of the Municipality,s
debt service, as established by law.

lnterfund Receivables and Payables

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

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 ouflays that significanfly
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 lives:

lnfrastructure
Buildings and building improvements
Furniture and fixtures
Vehicles and equipments

Fund Balances

Useful Life

25-50 years
20-50 years

5-10 years
5-20 years

s.

During fiscal year ended June 30, 201 1 , the Municipality adopted the provisions of
GASB Statement No. 54, Fund Balance Reporting and Govemmental Fund Type
Definitions (GASB No. 54), which enhanced the usefulness of fund balance
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLOR'DA

NOTES TO THE FtNANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

information by providing clearer fund balance classifications that can be more
consistently applied. This statement establishes fund balance classifications that
comprise a hierarchy based primarily on the extent to 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 fund 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 - Represent 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) Resticted - 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 its use).
Effectively, restrictions may be changed or lifted only with the consent of
resource providers.

3) Commifted - Represent resources used for specific purposes, imposed by
formal action of the Municipal's highest level of 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) Asslgned - Represent resources intended to be used by the Municipality for
specific purposes but do not meet lhe criteria to be classified as restricted or
committed (generally executive orders approved by the Mayor). 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
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

funds other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or committed.

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

Negative fund 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 classification have been
reclassified to unassigned fund balances.

The Municipality reports resources constrained to stabilization as a specified
purpose (restricted or committed fund balance in the general fund) only if: (1) such
resources meet the other criteria for those classifications, 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,
2012.

ln situations when an expenditure is made for a purpose for which amounts are
available in multiple fund balance classifications, the Municipality uses restricted
resources first, 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 projects fund types used in
prior fiscal years for financial reporting purposes was not affected by the
implementation of GASB No. 54.
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COMMONWEALTH OF PUERTO RICO
MUNlCIPALITY OF FLORIDA

NOTES TO THE F|NANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Risk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and other
losses. lnsurance policies are negotiated by the Puerto Rico Treasury Department
and costs are allocated among all the municipalities of Puerto Rico. Cost of
insurance allocated to the Municipality and deducted from the gross property tax
collections by the Municipal Revenue Collection Center (the 'CRlM") for the year
ended June 30,2012 amounted to $36,322. The current insurance policies have
not been cancelled or terminated. The CRIM alsodeducted $132,460forworkers'
compensation insurance covering all municipal employees.

Compensated Absences

Employees are entitled to 30 days vacations leave and 't8 days sick leave per
year. Sick leave is recorded as expenditure in the year paid. Employees are
entitled to payment of unused sick leave upon retirement if have been employed
for at least 10 years in the municipal government. On July 1997, state Law 152
supra amended the Article 12.016, Section b (2) of the Municipal Law, authorizing
the Municipality to pay any excess of vacations and sick leave accumulated over
the maximum previously permitted by law. Calculations must be made until
December 31 of every year. Excess of sick leave must be paid until March 31
next every natural year. Excess of vacations can be paid after July 1 of every
fiscal year.

Use of Estimates

The preparation 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
financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting period. The most significant
estimates consist of the contribution received from the Puerto Rico Electric Power
Authority and the Municipal Revenue Collection Center caused by the delay of the
notification of the actual revenues and expenditures to the presented in the
financial statements of the agencies mentioned above.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE F|NANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

k. Future Adoption of Accounting Pronouncements

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

Statement Adoption Required
Number Statement Name in Fiscal Year

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

61 The Financial Reporting Entity: Omnibus 2012-13
- an amendment of GASB Statements
No. 14 and 34

62 Codification of Accounting and Financial 2012-13
Reporting Guidance Contained in Pre -
November 30, 1989 FASB and AICPA
Pronouncements

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

65 ltems Prevrously Reported as Assets 2013-14
and Liabilities

66 Technical Corrections - 2012- an 2013-14
amendment of GASB Statements No. 10
and 62

67 Financial Reporting for Pension Plans - 2013-14
an amendment of GASB Statement No.
.E

68 Accounting and Financial Reporting for 2014-15
Pensions - and amendment of GASB
Statement No. 27
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The impact of these statements on the Municipality's financial statements has not yet
been determined.

3. STEWARDSHIP,COMPLIANCE,ANDACCOUNTABILITY

a. Budgetary Control

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

For budgetary purposes, encumbrance accounting is used. The encumbrances
(i.e., purchase orders, contracts) are considered expenditures when incurred. For
GAAP reporting purposes, encumbrances outstanding at year-end are reported as
reservations 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 carried foruvard and
made available for current spending.
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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, 2012 representing the original budget.

b. BudgeUGAAP Reconciliation

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 differ significantly from those used
to present financial statements in conformity with GAAP, a reconciliation of entity
and timing differences in the excess of revenues and otherfinancing sources over
expenditures and other financing use for the year ended June 30, 2012 is
presented below for the general and debt service funds:

Excess of expenditures over revenues - budgetary basis

Entity differences:
Non-budgeted transfers
Non-budgeted expenditures

Excess of expenditures over revenues - GAAP basis

Sources/infl ows of resources
Actual amounts (budgetary basis) available appropriation from
the budgetary comparison schedule

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

Net change in receivable

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

Debt Service

$ (70,814)

383,853
(251,033)

$ 62,006

General Fund

$ 7,040,427

257,897

35,209

$ 7,333,533

-40-



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 20'2

Uses/outflows of resources

Actual amounts (budgetary basis) -Total charges to
appropriation from the budgetary comparison schedule $ 7,391,044

Differences-budget to GMP.

Prior year encumbrances recorded as current year
expenditures for GAAP basis (524,016)

Cunent year encumbrances recorded as expenditures for
budgetary purposes 11s,247

Transfers to other funds are outflow of budgetary uses but are
not expenditures for financial reporting purpose 2,618,388

Total expenditures as reported on the statement of revenues,
expenditures, and changes in fund balances $ 9,600,663

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.

4. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANC]AL
STATEMENTS

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

$7.8 million differences are as follows:

Bonds payable
Compensated absences
Notes payable
Other long{erm liabilities

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

$3,225,000
1,252,621

477,OOO
2,878,595

$2.8332rO

5. DEPOSITS

custodial credit risk is the risk that in the event of a bank failure, the government's
deposits may not be returned to it. Under Puerto Rico statutes, public funds
deposited in commercial banks must be fully collateralized for the amount deposited
in excess offederal depository insurance. All securities pledged as collateral are held

by the Secretary of the Treasury of Puerto Rico. ln addition, the Municipality
maintains deposits with the Government Development Bank for Puerto Rico (GDB).

The deposits at GDB of $76,949 that is restricted principally for capital projects and
the $253,610 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.

PROPERW TAXES

The Municipal Revenues Collection center (cRlM) of the commonwealth of Puerto

Rico is responsible by law for the assessment, levy and collection of all real and
personal property taxes. The tax on personal property is 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

6.
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assessment is made as of January 1 of each year and is based on estimated current

values of the property as of year 1957. The tax on personal property must be paid in

full together with the return on or before 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

4.00o/o
1.03%
1.25Yo

<.2Oo/o>

0-0E%

Personal

6.00%
1.03%
1.25%o
<.20o/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 for such purposes and it is recorded as revenue in the Debt Service
Fund when collected by the CRIM and reported to the Municipality.

The "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.

Residential real property occupied by its owner is exempt by law from the payment of
property taxes on the first $15,000 of the assessed value. For such exempted
amounts, the Department of Treasury assumes payment of the basic tax to the
Municipality, except for property assessed at less than 53,500, forwhich no payment
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 $150,000.
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Prior to the beginning of each fiscal 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 cRlM advances funds to the Municipali$ based on the initial

estimated collections. The CRIM is required by law to prepare a settlement statement

on a fiscal year basis, whereby a comparison is made between the amounts
advanced to the Municipality and amounts actually collected from taxpayers. This

setflement has to be completed on a preliminary basis not later than three months
after fiscal year-end, and a final settlement made not later than six months after year
ends. lf the CRIM remits to the Municipality property tax advances, which are less
than the tax actually collected, a receivable from the 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 settlement from CRIM related

to fiscal year 20'11-12, but not the final settlement as the six months period after fiscal
year ends, provided by law to CRIM to issue this, has not yet expired. Management
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 difference, if any, will not have a material effect on the
financial 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, 2012. 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.

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

1.000h
1.50%

.50o/o

The amounts collected in advance are recorded as deferred revenues in the General
Fund. The Municipality invoiced and collected in advance during the current year
approximately $1 1 1,249, corresponding to the next fiscal year municipal license.

8. SALES AND USE TAXES

On July 29,2007 the Commonwealth Legislature approved Act No. 80 ("Act 80")
which imposed to all the Municipalities of Puerto Rico a uniform municipal sales and
use tax of 1.5o/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 bythe Puerto Rico
Department of Treasury.

Act 80 also provides for reskictions on the use of the resources (including the .5 of
1.57o 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. .2% otlhe.5% will be deposited in a "Municipal Development Fund" to finance
costs as restricted by the Act,

b. .2% ot 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 projects; these funds will be distributed based on legislation
from the Commonwealth's Legislature.
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9. DUEFROMOTHERAGENCIES

Represents grants and contributions due from local and federal agencies:

10. INTERFUND TRANSACTIONS

a. Due From/To Other Funds:

The due from and due to other fund balances as ofJune 30, 2012, are as follows:

Puerto Rico Elec{ric Power Authority (General Fund)

Puerto Rico Treasury Department (General Fund)

Govemment Development Bank for Puerto Rico (General Fund)

Puerto Rico Department of Health
State lnsurance Fund (General Fund)
Municipality of Manati (General Fund)
Municipal Revenues Collection Center (CRIM) (Debt Services Fund)

OCAM - SBGP Program (Other Governmental Funds)
Family Department - Food Program (Other Governmental Funds)

Family Department - Child Care Program (Other Governmental Funds)

Labor Department - (Other Governmental Funds)
Family Department - (Other Governmental Funds)

Total

Receivable Fund Pavable Fund

$ 743,636
93,752
84,888

160,735
72,629
u,203

2,195
254,304

18,9'16
6,'163

52,572
't1.141

$'1,585,134

Amount

$ 431,490
49't,185

30,644
7

Joint Resolution Fund
General Fund

General Fund
Other Governmental Funds

Other Governmental Funds General Fund
General Fund Debt Service Fund

$___953326

The balance of $431,490 due from the general fund to the joint resolution fund
represents an amount due from prior years related to the state conlributions grant.
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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.

b. lnterfund Transfers:

lnterfund transfers for the year ended June 30, 2012 consisted of the following:

Transfer ln Transfer Out Amount

Debt Service
General Fund
General Fund
Other Governmental Funds

General
Debt Service
Other Governmental Funds
General

$ 383,970
4,794

117
184,'150

$_tz3!31

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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1,I. CAPITAL ASSETS

Capital asset activity for the Municipality for the year ended June 30, 2012 was as
follows:

tlescription

Ealance

July l,2011

s 1 366,699

968.382

2.335,081

lncrea3eg Dacteasei

Balance

Juno 30, 2012

s 1.366.699

299,322

CAPITAL ASSETS, NOT EEING DEPRECIATED

Land

Construction in progress

Total capalal assels, nol being deprecialed

CAPITAL ASSEIS, BEING DEPRECIATEO

Burldings, struclures. and improvemenls

lnfrastruciure

Fum ure and firtures

Vehicles. machrnery and equrpmenl

Total capital assels. beirE dep.eciated

LESS ACCUMULATED DEPRECIATION FOR:

Buildangs. structures. ard rmprovements

lnlaastructure

Furnilure and fixtures

Vehicles. machanery and equipmenl

Total accumulaled deprecration

Total cap{al assels, being depreciated. net

50,804

50.804

17191.739 363.729

3.278,519 'r.306,847

1 710 538

3.022,715 59,756

719.8&r

719 864 1,666,021

17,555.468

4,585,366

1,710.538

3,082,471

25.203.511 1.730.332 26.933,M3

8.161.735

500.573

1653.339

2 483.540

12.799.187

12.4cA.324

469.060

218,786

29.620

160.050

877 516

8,630.795

719,359

1,682.959

2.643.590

13.676.703

a52 816 13 257 140

GOVERNMENTAL ACTIVITIES CAPITAL ASSETS, NET S 14739.405 S M3,620 S 719,864 S 14923.161

Depreciation expense was charged to functions/programs as follows:

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

Total depreciation expense - governmental activities

$175,504
175,503
175,503
175,503
175,503

$877,516
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Capital asset activity forVillas de Florida I Project, a discretely presented component
unit, for the year ended June 30, 2012 was as follows:

Component Unit - Villas de Florida I Proiect

Capilal assets, nol being depreciated:

Land

Total capital assets. not being deprecialed

Capital assets. being depreciated:

Buildings, equipmenl, and furniture

Total capital assets, being depreciated

Less accumulated deprecialion for:

Buildings, equipment, and furniture

Total accumulaled depreciation

Total capilal assets, being depreciated, net

Villas de Florida I Project capital assets, net

12. DUETO OTHERAGENCIES

3,268,161 17,593

3,240,630 17,593

3,285,754
- 3.285.754

Balance

July 1,20tl lncreases Decr€ases

Balance

June 30, 2012

$ 302,602

302,602

$ 302,602 $

2,894,839

2,757,792

482,838

$ 785,440

137 ,O47

137,047

(119,454)

_q!gr54)_

3,031,886

3,031,886

2s3,868

$ - s 556,470

Due to other agencies at June 30, 2012 are as follows:

Puerto Rico Electric Power Authority
Puerto Rico Water and Sewer Authority
Puerto Rico General Services Administration
Puerto Rico Retirement System Administration
Puerto Rico Treasury Department
U.S. lnternal Revenue Service
Commonwealth Employment Association
Municipal Revenues Collection Center

Total

$ 743,636
15.44'l
43.214

169.561
237,793

44,530
32.243

1,901

$ 1,288,319
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I3. DEFERRED REVENUES

a. Municipal License Tax

The deferred revenues of approximately $1 1 1,249 in the general fund related to
municipal license tax collected in fiscal year 2011-12 that will be earned in fiscal
year 2012-13.

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. INTERGOVERNMENTALREVENUES

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{erm liabilities outstanding at June 30,2012 are as follows:

Bonds

$400,000 series of 1996, payable in annual installments of $10,000 to
$40,000 until July 1,2016, interests from 3.27o/o lo 6.750/o. $ 150,000

$3,075,000 series of 201 1, payable in annual installments of $55,000
to $245,000 until July 1, 2036, interests from 6.00% to 7 .OOo/o. 3,075,000

$3,225,000

-50-



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Notes Pavable

$65,000 series of 2006, payable in annual installments of $5,000 to
$10,000 until July "l , 2012, interest from 1 .53% lo 7 .O0o/o.

$295,000 series of 2007, payable in annual installments of $35,000 to

$50,000 until July '1 , 2013, interest from 1 .53% to 7.50%.

$195,000 series of 2008, payable in annual installments of $20,000 to
$35,000 until July 1, 2014, interest from 1 .53% lo 7 .50o/o.

$225,000 series of 2009, payable in annual installments of $25,000 to
$40,000 until July 1 , 2015, interest lrom 4.75o/o lo 7 .5Oo/o.

$ 10,000

100,000

95,000

150,000

$132,000 series of 2011, payable in annual installments of $5,000 to

$1 1,000 until July 1 , 2035, interest from 6.00% lo 7 .50o/o. 122,OOO

$ 477,000

Other Lonq-Term Liabilities

Due to Puerto Rico Health lnsurance Administration l20z-9E0_

Component Unit

The original mortgage, in the amount of $ 1 ,1 17,099 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 proiect is required to make monthly escrow deposits
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:
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lnterest at 8.0%, payable in monthly installments of $8,401,
including interest, through the due date, June 2019.

Less current maturities
$ 578,428

65.242

$113J186

The interest rates shown above are net of 2o/o interest rental credit.

Aggregate maturities of the mortgage payable for each of the next five years following
June 30, 2012 and thereafter, are as follows:

Year ended
June 30, Amount

2013
2014
2015
2016
2017

Thereafter

$ 65.242
70,657
76,521
82,873
89,75'l

193,384

-9-!Z9l?!-
The annual debt service requirements for the bonds payable and notes payable at
June 30, 2012, are as follows:

Noles Payable
lnterest lnterest

2013
?014
2015
2016
2017
2018-2022
2023-2027
2028-2032
2033-2037

Principal

$ 80,000
85,000
95,000
95,000

1 10,000
430,000
600,000
840,000
890,000

$ 193,762
188.675
197.925
191 ,750
185,250
857,150
737 ,450
495.250
161,000

$ 125,000 25,905.00
115.000 21 ,990.00
75,000 15,627.50
45,000 11 ,690.00
20,000 8,715.00
25,000 31 ,927 .50
25,000 24,187.50
25,000 14,812.50
22,000 4,837.s0

_!_lzzr99_ _9_1_!9f93i!_s3,225,000 $3.208,212
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Long{erm liability activity for the year ended June 30, 2012 was as follows:

Prinrary Govemmart
Ending Oue wilhin
Balance Ons YerrPayrpont!

s 25.000

110.000

135.000

Boginning

Balanca Addiiionr

Governmontal ActiYiiiea:

Bonds peyeble

Notes payable

Total long-lerm debt

Other long-to.m li.bilitio!:
CRIM Law ,t2

ASES

Compensal€d absences

Iotal olher long-te.m liebilities

Total noncurrent liabiliti€3.

govemmental aclavilies

Componqnt Unit:
Villas de Flonda I Proiect

mortgage payable

16. FUND BALANCES

762.000 3,075,000

175.000

s87.000

s 3,075.000 3,225.000

177.OOO

I 25.000

120,000

65,752

207.986

3.702.000 145.000

2,736.361

f.i8 561

749.903

2,670,609

207,986

65.752

59.425

3,63,1,825

502,718

562.143 273.73a

Total

1.252,621

65,752 .t.131.216

s 4.396.825 S 3,637,143 $ 200,752

$638,670$-S60.242

$ 7,833.216 S 418.738

$ 578,,{28 $ 6s.212

Fund balances classifications for the year ended June 30,2012 was as follows:

Joint
Gcneral Resolution

Other
Govommenlal

FundsDebt Service

Restncted:
General government
Health and welfare
Capataloutlays
Debt service

Comm ted
Pubhc wofts

Assigned.
General government

Unassigned

s 7.350 $

28.291

12.733

s 7,350
28.291

476.633
72.510

'12.733

115 247
(1,742,337)

_!__.(],0?9tzq

476.633
72.510

115 247

11,742,337)

_!_rElgJlE _g___gqE$
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17. FUND BALANCE DEFICIT

The following fund had a deficit in fund balance at June 30,2012.

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

,I9. RETIREMENT PLAN

General $_-1919210

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:

Deficit

$ 14,923,161
(512,000)

48.596

$_14A5eJ57

a. Plan Description

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

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

Participation is mandatory except for members of the Legislature, Govemment
Secretaries, Heads for Agencies and Public lnstrumentalities, Assistants to the
Govemor, the Comptroller of Puerto Rim, Gubematorial Board and Committee
appointees and Experimental Service Station employees.
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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-five (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 for life. The amounts of the annuity will be one and one-half percent of
the average compensation multiplied by the number of years of creditable service
up to twenty years, plus 2o/o of lhe average compensation multiplied by the
number of years of creditable service in excess of twenty years. ln no case the
annuity will be less than $200 per month.

Participants who have completed at least thirty (30) years of creditable service
are entitled to receive the Merit Annuity. Participants who have not attained fifty-
five (55) years of age will receive 65% of 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 amendmenl to Act No. 447 oI 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 1, 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
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invested by ERS, together with those of the current defined benefit plan. Benefits
at retirement age will not be guaranteed by the Commonwealth of Puerto Rico.
The annuity will be based on a formula which assumes that each year the
employee's contribution (with a minimum of 8.275o/o 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 75% of the return of the ERS's investment portfolio (net of
management fees), or (3) earn a combination of both alternatives. Participants
will receive periodic account statements similar to those of defined contribution
plans showing their accrued balances. Disability pensions will not be granted
under System 2000. The employer's contribution (10.275% of the employee's
salary) will be used to fund the current plan.

b. ContributionRequirements

Commonwealth legislation requires employees to contribute 5.77 5o/o of gross
salary up to $6,600 plus 8.275% of gross salary in excess of $6,600. The
Municipality's contributions are 10.27 5o/o of gross salary. Contributions'
requirements are established by law. The actuarially determined contribution
requirement and contributions actually made for the year ended June 30,2012
was approximately $291,068. The Municipality's payroll for employees covered
by ERS was approximately $2.8 million. The Municipality total payroll for all
employees was approximately $6.6 million.

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

20. RISK 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 for all
municipalities.
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2,I. 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, 2012was $145,050.

c. The Municipality retains title to its leased property. The lessee pays taxes,
licenses, insurance, and maintenance 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 30,2012. These projects are evidenced by contractual commitments with
contractors. The construction prolects are commitments of the Capital Project Fund
that amounted to $12,733.

MUNICIPAL SOLID WASTE LANDFILL CLOSURE AND POSTCLOSURE COSTS

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

22.

23.

-57 -



COMMONWEALTH OF PUERTO RICO
MUNICIPAL]TY OF FLORIDA

NOTES TO THE FTNANCtAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2012

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 federal regulations and to determine an estimate of
postclosure costs. As of June 30, 2012, 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 federal regulations.

25. SUBSEQUENT EVENTS

ln preparing these financial statements, the Municipality has evaluated events and
transactions for potential recognition or disclosure through December 26, 2012, the
date the financial statements were available to be issued.
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Federal Grantor/Proqram Title

COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR T}iE FISCAL YEAR ENDEO JUNE 30,2012

Federal
CFDA
Number

U.S. Oepartment ot Houslng and Urban Development (HUD)
Section 8 Housing Choice Vouchers
Pass-through Commissioner Olfice ol Municipal Altairs

State Block Grant Program - SBGP
Pass-through the Ofrice of Adminislration for Children and Families

Homelessness Prevention and Hapid Hehousing (HPRP)
Subtotal U.S. Department of HUD

U.S. Department of Agriculture
Pass-through Governo/s Ollice of Child Services and Community
Development - Child and Adult Care Food Program

Subtotal U.S. Department of Agriculture

U.S. Department ot Health and Human Services (HHS)
Pass-through the Ofjice of Administration for Children and Families

Child Care and Development Block Grant
ABRA - Child Care and Development Block Grant

Subtotal U-S. Department of HHS

U.S. Departmenl of Labor
Pass-through Commonwealth of Puerto Rico - Human Resources

and Occupational Development Council
Workforce lnvestment Act (WlA) - Youth Aclivities

Subtotal U.S. Department ot Labor

TOTAL

14.871

14.228

14.257 37.930
987.189

10.558 36,719
36,719

93.57s 279,209
93.715 1&

-frdsn

Federal
Oisbursements/
Expendltures

$ 327,628

621.631

59,294
17 .259 59,294

See notes to Schedule of Exp€nditures of Federal Awards.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

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

SIGNIFICANT ACCOUNTlNG POLICIES

The accompanying Schedule of Expenditures of Federal Awards includes the
federal grant activity 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- 1 33. 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 baslc 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

2.

Expenditures as per basic financial
statements:

Federal expenditures included within other
governmental funds

Total expenditures per schedule of expenditures
of federal awards

$l-362t25

$r*ID2.575
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCEAND OTHER MATTERS

BASED ON AN AUOIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING SIAA'DARDS

To the Honorable Mayor and
Municipal Legislature

Municipality of Florida
Florida, Puerto Rico

We have audited the financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the Municipality of Florida, as of and for
the year ended June 30, 2012, which collectively comprise the Municipality's basic financial
statements and have issued our report thereon dated December 26,2012. The reporton
the governmental activities was qualified because management has not recorded a liability
for estimated landfill post-closing costs 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 Govemment Auditing Sfandards, issued by the Compkoller
General of the United States.

lnternal Control over Financial Reoortinq

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 internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Municipality's internal control overfinancial
reporting.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality 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 that are required
to be reported under Govemment Auditing Standards.

This report is intended solely for the information of the 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 specified parties.

San Juan, Puerto Rico
December 26,2012

The stamp E41553 was
to the original of this report.

C^t, 3'-03 ;uro a b.

6*sto.-.boo,om*.
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INOEPENOENT AUOITOR'S REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AITID MATERIAL

EFFECT ON EACH MAJOR PROGRAMAND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A133

To the Honorable Mayor
and Municipal Legislature

Municipality of Florida
Florida, Puerto Rico

Comoliance

We have audited the compliance of Municipality of Florida with the types of compliance
requirements described in the U. S. O,lfice of Management and Budget (OMB) Circutar A-
133 Compliance Supplement that could have a direct and material effect on each
Municipality of Florida's major federal programs for the year ended June 30, 2012.
Municipality of Florida's major federal programs are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to
each of its major federal programs is the responsibility of Municipality of Florida's
management. Our responsibility is to express an opinion on Municipality of Florida's
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Govemment Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133 , Audits of Stales, Local Govemments, and Non-
Profit Organizallons. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basls,
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 our audit 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 12-2 and 12-4 in the accompanying schedule of findings and
questioned cost, Municipality of Florida did not comply with requirements regarding
reporting that are applicable to its SBGP and Child Care programs. Compliance with such
requirements is necessary, in our opinion, for Municipality of Florida to comply with the
requirements applicable to these programs.

ln our opinion, 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, 201 2. However, the results

of our auditing procedures disclosed instances of noncompliance with those requirements,
which are required to be reported in accordancewith OMB CircularA-133 and which is

described in the accompanying schedule of findings and questioned costs as items 12-1

and 12-3.

lnternal Control over Comoliance

Management of Municipality of Florida is responsible for establishing and maintaining
effective internal control over compliance with the requirements of laws, regulations,

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

we considered Municipality of Florida's 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 effectiveness.
Accordingly, we do not express an opinion on the effectiveness of the Municipality's
internal control over compliance.

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

in the preceding paragraph of this section and was not designed to identify all deficiencies
in internal control over compliance that might be deficiencies, significant deficiencies, or
material weaknesses and therefore, there can be no assurance that all deficiencies,
significant deficiencies or material weakness have been identified. However, as discussed
below, we identified certain deficiencies in internal control over compliance that we

consider to be material weaknesses and other deficiencies that we consider to be

signifi cant deficiencies.

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

control ovei compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with

a type of compliance requirement of a federal program on a timely basis. A material

weikness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility

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

will not be prevented, or detected and corrected, on a timely basis. We consider the
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deficiencies in internal control over compliance described in the accompanying schedule of
findings and questioned costs as rlem 12-2 to be material weaknesses.

A significant deficiency in intemal control over comptiance is a deficiency, or a combination

of dificiencies, in internal control over compliance with a type of compliance requirement of
a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charges with governance. we
consider the deficiencies in internal control over compliance described in the
accompanying schedule of findings and questioned costs as item 124 to be significant
deficiencies.

Municipality's responses to the findings identified in our audit are described in the

accompanying schedule of findings and questioned costs. We did not audit Municipality's
response and, accordingly, we express no opinion on it.

This report is intended solely for the information of the 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 specified parties.

San Juan, Puerto Rico
December 26,2012

The stamp E41554 was
to the original of this

C.trR,r,,teli,.,,.^c tr L

a.w
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

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

1. SUMMARY OF AUDIT RESULTS

Financial Statements

Type of auditor's report issued:

lnternal control over financial reporting:

Material weakness (es) identified?

Significant deficiency (ies) identified?

Federal Awards

lnternal control over major programs:

Material weakness (es) identified?

Significant deficiency (ies) identified?

Qualified opinion

Noncompliance material to financial statements
noted? yes X No

Yes X No

Yes X No

Yes X No

X Yes No

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

Any audit findings disclosed that are required to be
reported in accordance with section 510 (a) of OMB
Circular 4-133? X yes No

ldentification of major programs:

14.228 State Block Gran Program - SBGP
93.575 Child Care and Development Block Grant
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ScHEDULE OF FtND]NGS AND OUESTIONED COSTS (CONTINUED)
FOR THE F]SCAL YEAH 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. FIND]NGS. FINANCIAL STATEMENTS AUDIT

Yes X No

None

3. FINDINGS AND OUEST]ONED COSTS - MAJOR FEDERAL AWARD
PROGRAM AUDIT

. Condition 12-1 - SBGP- CFDA No. 14.228

We observed the Municipality maintain balance in excess of $5,000 for more
than five days in the program bank account.

Cause

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

Effect

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 CFB 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 overdralt observed in
the bank accounts of the Municipality, as per the "Reglamento para Municipios".
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Recommendation

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

Questioned Cost

None

o Condition 12-2 - SBGP- CFDA No. 14.228

The financial reports required by the Agency quarterly were not prepared for the
period of January 2012 to June 2012. The financial information corresponding
to the period mentioned cannot be observed the accounting books.

Cause

The financial reports were not prepared and the accounting books were not
updated.

Effect

The Municipality did not comply with reporting requirement and does not have
the financial information recorded on the accounting books.

Criteria

The OCAM Circular 2002-15 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 should be prepared and submitted to the Agency.
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Questioned Cost

None

. Condition 12-3 - SBGP- CFDA No. 1 4.228

The Program lncome Report for 201 'l-2012was prepared and submitted to the
Agency alter the time required.

Cause

The report was not prepared on time as required.

Effect

The Agency cannot obtain the information on time ol 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 2OO7-17, a program income report should be
submitted on or belore July 31 of each fiscal year.

Recommendation

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

Questioned Cost

None

. Condition 12-4 - Child Care and Development Block Grant - CFDA No.
93.575

The Municipality cannot have evidence of the financial reports submitted, on
following:
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Report Period
Date to be
submitted

Funds Request

Disbursement
Report

Cause

October to December 201 1

April to June 201 1

10110t2011

711512011

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

Effect

The Municipality cannot evidence the submission reports.

Criteria

The Contract 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. In 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 lollowing 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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COMIIONWEALTH OF PUEFTO RrcO
MUNICIPALITY OF FLORIDA

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINOINGS AND OUESTIONED COSTS

FOR THE FTSCAL YEAB ENDED JUNE 30,2012

I During the currenl examination, follow-up was given to the findings informed to the
IL Municipality in prior years. lt was noted that corrective action has been taken, except for

| ."rtain conditions that still exist and require further action. These are included in the

L accompanying Schedule of Prior Year Audits Findings and Questioned Costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

SCHEDULE OF STATUS OF PRIOR YEAR (CONTTNUED)
AUDrT FINDTNGS ANO QUESTIONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Program Finding/Noncom pliance Status

SBGP - CFOA Condition 11-'l
No.14.228

The Municipality maintains balance in excess Condition still
of $5,000 in the SBGP program bank account. prevails.

SBGP - CFDA Condition 11-2
No. 14.228

The financial information included in the Condition still
financial report corresponding to the quarter prevails.
period ended on June 30,2011 cannot be
traced to the accounting books.

SBGP - CFDA Condition 11-3
No.'14.228

The Municipality did not prepare and Condition was
submitted the Program lncome Report.

Child Care Condition 11-4

corrected.

prevails.

CFDA No.
93.575

ARRA-
Ghild Care and

financial reports submitted.

Condition 'l 1-5

The Municipality cannot have evidence of the Condition still

Development The Municipality cannot have submission Condition was
Block Grant - evidence of the Final Report for the period corrected.
CFDANo.93.715 ended September 30, 2010 of the ARRA

funds proposal.

ARRA - Condition 11-6
Child Care and
Development A Contract for construction purpose, does not Condition was
Btock Grant - include the Davis Bacon Act Clause. corrected.
CFDA No.93.715
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MUNICIPALITY OF FLORIDA

SGHEDULE OF STATUS OF pRtOR YEAR (CONTTNUED)
AUDTT FtND|NGS AND QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 20,I1

Program Finding/Noncompliance Status

SBGP - CFDA Condition 10-1
No. 14.228

The Municipality maintains balance in excess Condition still
of $5,000 in the SBGP program bank account. prevails.

SBGP - CFDA Condition '10-4

No. 14.228
The Municipality did not prepare and Condition was
submitted the Program lncome Report.

Child Care Condition 10-8
CFDA No.

corrected.

93.575 The Municipality did not submit some reports Condition still
or did not have evidence of submission. prevails.
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Estado Libre Asociado de Puerto Rico

PO Box 1168

Florida, Puerto Rico 00650

Ofrcina de Finanzas

CORRECTIVE ACTION PLAN

December 26,2012

Cognizant or Oversight Agency for Audit:

Municipality of Florida respectfully submits the following corrective action plan for the year
ended June 30,2012.

Name and address of independent public accounting firm: Ortiz, Rivera, Rivera & Co.,
Suite 152, PO Box 70250, San Juan, Puerto Rico 00936-7250.

Audit period: Fiscal year ended June 30,2012.

The findings from the June 30, 2012 schedule of findings and questioned costs are
discussed below. The findings are numbered consistently with the numbers assigned in
the schedule.

FINDINGS - FEDERAL AWARD PROGRAM AUDITS, DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT

Finding 12-1 : SBGP -CFDA14.228

Reportable Condition: See Condition 12-1

Recommendation

The accountant of the program should maintain the 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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Finding 12-2: SBGp -CFOA14.2Zg

Reportable Condition: See Condition 12-2

Recommendation

The Municiparity shourd update the accounting books as soon as possibre. The financiarreports should be prepared and submitted to t-ne etency.

Action Taken

The Municipality is in process to update the financial information in the accountingbooks. New personner were assigned in order to'prepare and submit the reports on

Finding l2-3: SBGp -CFOA14.228

Reportable Condition: See Condition 12_3

Recommendation

The.Federal Program offices shourd estabrish a schedure of the due date of therequired reports by the Agency in order to comply with all of them.

Action Taken

The Federal Program office estabrish internar contror in order to make and submit therequired program income report on time.

FINDINGS - FEDERAL AWARD PROGRAM AUDITS, DEPARTMENT OF HEALTHAND HUMAN SERVICES

Finding 124: Child Care and Development Block Grant _ CFDA 93.S7S

Reoortable Condition: See Condition 12_4

Recommendation

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