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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

Honorable Mayor and Members of the 
Municipal Assembly 
Municipality of Guanica, Puerto Rico 

PO Box 3043 
Yauco PR 00698-3043 

Tel. (787) 856-6220 
Fax (787) 856-6233 

We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Municipality of Guanica, Puerto Rico, as of and for the year ended June 30, 2009, 
which collectively comprise the Municipality of Guanica, Puerto Rico's basic financial statements and have issued our 
report thereon dated December 18, 2009. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we _considered Municipality of Guanica, Puerto Rico's internal control over 
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Municipality of 
Guanica, Puerto Rico's internal control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the Municipality of Guanica, Puerto Rico's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding 
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be 
significant deficiencies or material weaknesses. However, as discussed below, we identified certain deficiencies in 
internal control over financial reporting that we consider to be significant deficiencies. 

A control deficiency exists when the design or operation of a control does not allow management or employees, in 
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A 
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the 
Municipality of Guanica, Puerto Rico's ability to initiate, authorize, record, process, or report financial data reliably in 
accordance with generally accepted accounting principles such that there is more than a remote likelihood that a 
misstatement of the Municipality of Guanica, Puerto Rico's financial statements that is more than inconsequential will 
not be prevented or detected by the Municipality of Guanica, Puerto Rico's internal control. We consider the 
deficiencies described in the accompanying schedule of findings and questioned costs as items 2009-11-1 , 2009-11-2 
and 2009-11-3 to be significant deficiencies in internal control over financial reporting. 
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Internal Control Over Financial Reporting, continued 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a 
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the 
Municipality of Guanica, Puerto Rico's internal control. 

Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be significant 
deficiencies and, accordingly, would not necessarily identify all deficiencies that are also material weaknesses. 
However, we believe that finding 2009-11-1 described in the accompanying schedule of findings and questioned costs 
is a material weakness. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Municipality of Guanica, Puerto Rico'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 statements 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 tests 
disclosed no instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards. 

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

We also noted certain other matters that we reported to management of Municipality of Guanica, Puerto Rico in a 
separate letter dated December 18, 2009. 

This report is intended solely for the information and use of management, Municipal Assembly, and 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. 

Yauco, Puerto Rico 
December 18, 2009 

Stamp #24 7 4116 was affixed to 
the original of this report 

v ~ . 
LA:- ~ 1~ .£ fa . 

ROMAN TORO & CO., CSP 
LICENSE #35 - IN FORCE 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 2 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 

OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A·133 

Honorable Mayor and Members of the 
Municipal Assembly 
Municipality of Guanica, Puerto Rico 

Compliance 

PO Box 3043 
Yauco PR 00698-3043 

Tel. (787) 856-6220 
Fax (787) 856-6233 

We have audited the compliance of Municipality of Guanica, Puerto Rico wrth the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2009. Municipality 
of Guanica, Puerto Rico'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 Guanica, 
Puerto Rico's management. Our responsibility is to express an opinion on Municipality of Guanica, Puerto Rico'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 Government Auditing Standards, issued by the 
Comptroller General of the United States; and OMB Circular A-133 Audits of States, Local Governments, and Non­
Profit Organizations. 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 basis, evidence about Municipality of Guanica, Puerto Rico'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 of Municipality of 
Guanica, Puerto Rico's compliance with those requirements. 

In our opinion, Municipalrty of Guanica, Puerto Rico complied, in all material respects, with the requirements referred 
to above that are applicable to each of its major federal programs for the year ended June 30, 2009. However, the 
results of our audit procedures revealed instances of noncompliance with those requirements, which are required to 
be reported in accordance with OMB Circular A-133 and which are described in the accompanying schedule of 
findings and questioned costs as item 2009-111-1. 

Internal Control Over Compliance 

The management of Municipality of Guanica, Puerto Rico is responsible for establishing and maintaining effective 
internal control over compliance with the requirements of laws, regulations, contracts, and grants applicable to 
federal programs. In planning and performing our audit, we considered Municipality of Guanica, Puerto Rico's 
internal control over compliance with the requirements that could have a direct and material effect on a major federal 
program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, 
we do not express an opinion on the effectiveness of Municipality of Guanica, Puerto Rico's internal control over 
compliance. 

3 
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Internal Control Over Compliance, continued 

Our consideration of internal control over compliance was for the limited purpose described in the preceding 
paragraph and would not necessarily identify all deficiencies in internal control that might be significant deficiencies 
or material weaknesses as defined below. However, as discussed in the following paragraph, we identified a 
deficiency in internal control over compliance that we consider to be a significant deficiency. 

A control deficiency in an entity's internal control over compliance exists when the design or operation of a control 
does not allow management or employees, in the normal course of performing their assigned functions, to prevent or 
detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant 
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's ability to 
administer a federal program such that there is more than a remote likelihood that noncompliance with a type of 
compliance requirement of a federal program that is more than inconsequential will not be prevented or detected by 
the entity's internal control. We consider the deficiency in internal control over compliance described in the 
accompanying schedule of findings and questioned costs as item 2009-111-1 to be significant deficiency. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a 
remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not be 
prevented or detected by the entity's internal control. We do not consider the deficiencies described in the 
accompanying schedule of findings and questioned costs to be material weaknesses. 

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

Schedule of Expenditures of Federal Awards and The Financial Data Schedule 

We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Municipality of Guanica, Puerto Rico, as of and for the year ended June 30, 2009, 
which collectively comprise the Municipality of Guanica, Puerto Rico's basic financial statements and have issued our 
report thereon dated December 18, 2009. Our audit was performed for the purpose of forming our opinions on the 
financial statements that collectively comprise the Municipality of Guanica, Puerto Rico's basic financial statements. 
The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as 
required by OMB Circular A-133 and is not a required part of the basic financial statements. Such information has 
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is 
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole. 

This report is intended solely for the information and use of management, Mayor, others within the entity, Municipal 
Assembly, and 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. ~ ,_ _ , 

h--.:_ /~ rr: 
ROMAN TORO & CO., CSP 

LICENSE #35 - IN FORCE 
Yauco, Puerto Rico 
December 18, 2009 

Stamp #24 7 4117 was affixed to 
the original of this report 

ROMAN TORO & CO.. CSP Certified Public Accountants and Business Consultants 4 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
FISCAL YEAR ENDED JUNE 30, 2009 

Federal Pass-Through 
CFDA Entity Identifying Federal 

Federal Grantor/Pass-Through Number Number Expenditures 
Grantor/Program Title (Note B) (Note C) 

U.S. Department of Agriculture 
Passed through the P.R. Department of Education: 

Child and Adult Care Food Program 10.558 NIAV 

U.S. Department of Commerce 
Direct Program: 

Grant for Public Works and Economic Development 11.300 NIA 

U.S. Department of Housing and Urban Development 
Passed through the Office of Commissioner of Municipal 
Affairs: 

Community Development Block Grant - State's Program 14.228 AF - 25 

Direct Program: 
Section 8 Housing Choice Vouchers 14.871 NIA 

Total U.S. Department of Housing and Urban 
Development 

U.S. Department of Health and Hwnan Services 
Passed through the P.R. Department of Family- Families 
and Children Administration: 

Child Care and Development Block Grant 93.575 2003-030 

Total Expenditures of Federal Awards 

The accompanying note are an integral part of this schedule. 

R01\1AN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 

(Note A) 

s 10,546 

1,802 

1.241 ,940 

203.046 

1.444.986 

91,133 

$1.548!462 

5 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

June 30, 2009 

NOTE A - BASIS OF PRESENTATION 

The accompanying schedule of expenditures o f federal awards includes the federal grant activity o f the 
Municipality and is presented on the modified accrual basis of accounting. Expenditures are recognized when 
the related liability is incurred. The information in this schedule is presented in accordance with the 
requirements of OMB Circular A-133. " Audits of States, Local Governments and Nonprofit Organizations". 
Therefore, some amounts presented in this schedule may differ from the amounts presented in, or used in the 
preparation of, the basic financial statements. 

NOTE B - FEDERAL CFDA NUMBER 

The Catalog of Federal Domestic Assistance (CFDA) Number is a program identification number. The first 
two digits identify the federal department or agency that administers the program and the last three numbers 
are assigned by numerical sequence. 

NOTE C - PASS-THROUGH ENTITY IDENTIFYING NUMBER 

State or local government redistributions of federal awards to the Municipality, known as "pass- through 
awards", should be treated by the Municipality as though they were received directly from the federal 
government. OMB Circular A-133 require the schedule to include the name of the pass- through entity and the 
identifying number assigned by the pass-through entity for the federal awards received as a sub recipient. 
Numbers identified as NIA are not applicable and numbers identified as N/AV are not avai lable. 

NOTE D - RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF 
EXPENDITURES OF FEDERAL AW ARDS TO THE EXPENDITURES PRESENTED IN THE 
BASIC FINANCIAL STATEMENTS 

Description 

14.87 1 
10.558 
11.300 
14.228 
93.575 

Total federal awards expenditures 
Total non-federal awards expenditures 

Total expenditures, fund statements 

Section 8 - Rental 
Housing Choice Vouchers 

$203,046 

203,046 

5203.046 

Other Governmental 
Funds 

s 
10.546 

1,802 
1.241 ,940 

9 1.1 33 
1,345,421 

669.668 

$_2.0 15.089 

ROMAN TORO & CO. , CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2009 

SECTION I - SUMMARY OF AUDITORS' RESULTS 

Financial Statements 

Type of auditor's report issued: 

Internal control over financial reporting: 

• Significant control deficiency identified? 

• Material weakness (es) identified? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 

• Significant control deficiency identified? 

• Material weakness (es) identified? 

Type of auditor's report issued on compliance for 
Major Programs: 

Any audit finding disclosed that are required to be reported 
in accordance with Section 510(a) of Circular A-133? 

Identification of Major Programs: 

CFDA Number 

[]] Unqualified Opinion 

D Adverse Opinion 

CK] Yes 

CK] Yes 

D Yes 

[8J Yes 

D Yes 

[]] Unqualified Opinion 

D Adverse Opinion 

D Yes 

Name of Federal Program or Cluster 
14.228 
14.871 

Community Development Block Grant - State Grant 
Section 8 - Rental Housing Choice Vouchers 

Dollar threshold used to distinguish between 
Type A and Type B Programs: 

Auditee qualified as low-risk aud~ee? 

$300,000 

D Yes 

END OF SECTION 

D Qualified Opinion 

D Disclaimer Opinion 

D None reported 

D None reported 

[K) No 

D Qualified Opinion 

D Disclaimer Opinion 

(]] No 

CR) No 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 7 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6110 · FAX: (787) 856-6233 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued) 
FOR THE YEAR ENDED JUNE 30, 2009 

SECTION II - FINANCIAL STATEMENTS FINDINGS 

2009-11-1 

Type of finding: Financial statement finding. 
Situation: Material weakness in internal controls. 
Federal Program: N/A 
Compliance Requirements: N/A 
Prior-Year(s) Audit Finding(s): None. 
Questioned Costs: NIA 

Condition: 
The Municipality's financial reporting system does not provide sufficient resources for its accounting staff and its third-party 
CPA accountant (service provider) to produce generally accepted accounting principles (GAAP)-oriented governmental 
financial statements free of material misstatements in a timely manner. The system also lacks proper closing and review 
controls in order to detect material misstatements in the financial information used to compile the financial statements. 

The Municipality's financial reporting system has not been updated sufficiently to meet the Municipality's growth in 
structure and expansion in operations, or to cope with more stringent financial reporting changes in federal and local 
regulations, requiring significant amount of adjustments (in terms of quantities and dollar amounts) to most records in order 
to fully reconcile with the financial statements. 

Context: 
While the Municipality invests significant resources in terms of personnel and a third-party accountant firm in order to 
comply with regulatory financial reporting requirements, the financial reporting process is mostly segregated between 
various automated and manual records, and the process is both inefficient and unreasonably delayed. The Municipality 
depends on three basic accounting "systems": the locally-mandated OCAM system, a manual accounting system 
(handwritten records and MS Office documents) used by municipal finance employees, and manual records and 
documents prepared and accounted by a third-party CPA accounting service provider. 

During this year's audit, the Municipality provided the financial information for the financial statements to the third-party 
service provider in uncompleted form and significantly after the closing date of the fiscal year, requiring additional 
accounting work in order to produce GAAP-compliant trial balances. The process culminated in providing us with the 
unaudited fund financial statements schedules and worksheets on November 12, 2009, with the government-wide financial 
statements on December 3, 2009, less than a month before the required submission deadline required for municipal 
financial statements by the Puerto Rico Comptroller's Office, and more than five months after the fiscal year closing date at 
June 30, 2009. 

The documentation provided to us on November 12 and December 3 consisted of various excel worksheets used to 
compile the financial statements, and contained various misstatements, including: 

1. Overstatement in cash balances 
2. Account receivable items not actualized to the 

financial statement date 
3. Account payable items not actualized to the 

financial statement date 
4. Material unrecorded liabilities 
5. Duplication of current-portion of long-term debt 

6. Unrecorded accrual interest payable on the 
government-wide level 

7. Net assets invested in capital assets 
unreconciled with respective asset and 
liabilities balances 

8. Duplication of a revenue item 
9. Misclassifications of expenses 

These were detected and reported by us to the CPA service provider for correction and adjustment. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 8 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6210 · FrlX: (787) 856-6233 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued) 
FOR THE YEAR ENDED JUNE 30, 2009 

SECTION II- FINANCIAL STATEMENTS FINDINGS (Continued) 

2009·11·1 , continued 

Criteria: 
Law #81 of August 30, 1991, otherwise known as the Autonomous Municipalities Law, as amended, requires in Article 
8.010(a) and (b) that the Municipality must maintain a computer system and accounting procedures designed so as to 
enable the Municipality to carry out their tasks, to maintain uniform municipal accounting, provide a complete picture of the 
results of operations, be in accordance with generally accepted accounting principles, and comply with the accounting 
standards set forth by the Governmental Accounting Standards Board (GASS). 

Cause: 
The OCAM system, designed over 15 years ago, has technological limitations when compared to currently available 
resources, and has very limited technical support. The Municipality also has several manual systems which account for 
different segments of the Municipality's operations. Personnel use these systems to perform budget to actual results 
analyses, account for receipts and disbursements, for decision-making, and for reports to federal and local agencies. 

While each of these systems provide part of the necessary information to compile a full set of financial statements, the final 
compilation has to be done manually by the third-party service provider because neither of the systems has 
comprehensive self-balancing accounts ledgers encompassing all the information of the Municipality, nor an individual 
process to compile at least basic financial statements on their own. Automatic year-end closing produces are not 
performed by the OCAM system to account for all transactions affecting all funds in order to produce financial statements, 
and the Municipality's employees only perform closing procedures for three basic areas: cash, revenues and expenditures, 
all performed either in cash or limited modified-accrual basis. The closing procedures and adjustments in order to compile 
a GAAP-oriented trial balances and ledgers are performed manually by the third-party provider, with their work provided to 
the auditors for auditing. This process takes a significant amount of time, due to the complexity of the Municipality's 
accounting organization and fund structures and the accessibility of required analyses and documentation. 

Effect: 
The Municipality cannot produce GAAP-oriented financial statements, free from material misstatements, in a timely 
manner for the Municipality's management; and, although the system has provided for complying with federal and local 
financial reporting deadlines, there is significant risk involved that future compliance with more stringent reporting 
requirements will not be met unless the system is improved considerably. 

Auditor's Recommendation: 
The Municipality has managed to modify its internal control system and procedures in order to cope with the limitations of 
its financial reporting system, including the addition of new personnel and the investment of additional time by the third­
party provider. However, the time it takes the Municipality to prepare its accounting systems for the third-party service 
provider, and the time it takes the third-service provider to finally compile GAAP-financial statements, present the 
possibility that reports are not due in time if this situation continues to worsen. 

The Municipality financial reporting system must be modified or changed significantly in order to avoid this situation from 
worsening and to improve the timing of the availability of information for the compilation and auditing of the financial 
statements. The Municipality should consider which resources can be obtained to improve this situation, including 
changing the OCAM system to an improved and centralized accounting system to incorporate both the automated 
accounting and the manual accounting in one system, or an accounting system that can at least produce financial 
statements on their own in a reasonable timeframe, even if they would still require the review of a Third-party service 
provider for technical issues, complicated matters, and final compilation. 

Views of responsible officials and corrective actions: 
We will take the auditor's recommendations to take the necessary measures that correspond. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 9 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued) 
FOR THE YEAR ENDED JUNE 30, 2009 

SECTION II - FINANCIAL STATEMENTS FINDINGS, continued 

2009·11·2 

Type of finding: Financial statement. 
Situation: Significant deficiency; Compliance of local regulations 
Federal Program: Not applicable. 
Compliance Requirements: Not applicable. 
Prior-Year(s) Audit Finding(s): None. 
Questioned Costs: Not applicable. 

Condition: 
The Municipality closed its operations with a significant deficit in its net assets and its General Fund, and did not provide 
resources from this year's operations to reduce deficits from prior years as required by local regulations. 

Context: 
As of June 30, 2009, the Municipality closed with accumulated unreserved General Fund deficit of $3,518,531 , and net 
assets deficit of $9,328, 160. The overall deficit represents 52% of the Municipality's net assets. On a current-year 
budgetary basis, the Municipality had an excess of $565,389 of expenditures over revenues, which contributed to the 
deficits on a modified-accrual and full accrual basis instead of decreasing it. 

Criteria: 
Article 7.011(a) of Law 81 of August 31 , 1991, also known as the Autonomous Municipalities Law, states that if the 
Municipal closes its annual operations with a deficit, it must provide for sufficient resources to cover it during the next fiscal 
year. 

Additionally, Chapter II, Section 3(1) of the Basic Norms Regulatory Manual of the Puerto Rico Commissioner's Office for 
Municipal Affairs (OCAM) requires that the Municipality "exert special care in preparing projections for resources in order to 
avoid inflation of estimates of local revenues, so that there are no budget appropriations in excess of actual resources 
available and therefore avoid a deficit at the closing of the fiscal year: 

Cause: 
The Municipality overestimated its projections for its Intergovernmental revenues and had significant excess of 
expenditures over their budget appropriations in Public Safety and Health and Welfare activities. Additionally, the 
Municipality did not revise and reduce its expenditures budget accordingly to compensate the significant revenue 
insufficiency. 

Effect: 
The Municipality ended its fiscal year operations with an accumulated deficit which is from prior years and was increased 
by this year's excess of expenditures over revenues. 

ROMAN TORO & CO., CSP Certified Public Acco1111tants and Business Consultants lo 
PO BOX 3043 Y,.J.UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued) 
FOR THE YEAR ENDED JUNE 30, 2009 

SECTION II- FINANCIAL STATEMENTS FINDINGS, continued 

2009·11·2, continued 

Auditor's Recommendation: 
The Municipality should revise its projections for future years and should implement additional internal controls to assure 
that: (1) revenue projections are adequate and reasonably accurate and, (2) that if actual expenditures are being 
generated significantly more than originally projected, the Municipality's revenues and expenditures budget be revised 
accordingly to meet new projections. The Municipality should also implement new internal controls over revisions of 
accounting and financial data in order to detect, in a timely manner, when revenues, expenditures, or any other budgetary 
items, are not meeting expectations, in order to provide sufficient time for the Municipality's management to react to these 
conditions. The Municipality should ensure that it's subsequent budget (FY 2009-2010) consider the General Fund's 
accumulated deficit at June 30, 2009 and provide resources to eliminate it, in accordance with Article 7.011 (a) of 
Autonomous Municipal Act (Law 81 ), as amended. 

Views of responsible officials and corrective actions: 
We already took corrective action in terms of minimizing costs and increasing receipts . 

ROlvfAN TORO & CO., CSP Certified Public Accou11tants and Business Co11s11/tants 11 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · F.rl.X: (787) 856-6233 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued) 
FOR THE YEAR ENDED JUNE 30, 2009 

SECTION II - FINANCIAL STATEMENTS FINDINGS, continued 

2009·11·3 

Type of finding: Financial statement. 
Situation: Significant deficiency; Compliance of local regulations 
Federal Program: Not applicable. 
Compliance Requirements: Not applicable. 
Prior-Year(s) Audit Finding(s): None. 
Questioned Costs: Not applicable. 

Condition: 
The Municipality does not maintain proper recordkeeping of documentation in relation to its capital assets and its related 
debt as required by local regulations. 

Context: 
During our substantive audit tests and tests of internal controls over the Municipality's capital assets, we found that the 
Municipality does not maintain a centralized archive of all property records, including vendor invoices, purchase orders, 
receiving reports and payment analyses for the acquisition of property and construction in progress, requiring extensive 
work in order to substantiate the items within property subsidiary ledger and its balances. The Municipality also does not 
maintain documentation of the loans used to acquire or construct municipal property, the property acquired with such 
loans, and the available balance of such loans, if any. 

Criteria: 
Chapter VI I, Section 15( 1) of the Municipal Administration Regulatory Manual of the Puerto Rico Commissioner's Office for 
Municipal Affairs (OCAM) requires that all records concerning municipal property be under the custody of the person in­
charge of property, under supervision of the Finance Director. 

Cause: 
The Municipality's personnel has not provided copies of all property transactions documentation to the respective 
employees in charge of property management. 

Effect: 
The Municipality does not maintain a centralized archive of all property transactions in order to readily account for all 
capital asset transactions, requiring additional work in order to assure all items are accounted for. 

Auditor's Recommendation: 
The Municipality should maintain a centralized archive of all property documentation required for the management of 
property, and instruct its employees to faci litate all documents regarding the acquisition, transfer, disposal, and any other 
transaction involving municipal property to the person in-charge of property. 

Views of responsible officials and corrective actions: 
We already work with the centralizations of the files and a system of file. 

END OF SECTION 

ROMAN TORO & CO. , CSP Certified Public Accountants and Business Consultants 12 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued) 
FOR THE YEAR ENDED JUNE 30, 2009 

SECTION 111- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

2009·111·1 

Type of finding : Federal Award. 
Situation: Significant deficiency; compliance with federal regulations. 
Federal Program: Section 8 Housing Choice Voucher Program (CFDA 14.871) 
Compliance Requirements: Eligibility. 
Prior-Year(s) Audit Finding(s): None. 
Questioned Costs: None. 

Condition: 
The Municipality did not correctly determine the family income of participating tenants for the Section 8 voucher program. 

Context: 
Out of 59 participant files observed, 27 were found to have included federal nutrition assistance in the income 
determination calculations, when this income is excluded from the calculation as per federal requirements. 

Criteria: 
The value of the allotment provided to an eligible household under the food stamp act of 1977 (7.U.S.C 2017(b) ) is 
specifically excluded from consideration as income for purposes of determining eligibility under a category of assistance 
programs that includes assistance under the 1937 Act, as per 7420.10G Handbook (rev. April 2001), Chapter 5 Exhibit 5-2 
Income Exclusions, and 24 CFR 5.609(c) Annual Income. 

Cause: 
The Municipality did not thoroughly review the HUD guidelines regarding the determination and documentation of family 
income, and provide with proper instructions to its staff for those guidelines. 

Effect: 
The situation caused an inflation of family income for which HAP is determined by including this welfare income, thereby 
affecting the housing assistance provided to the participants. 

Auditor's Recommendation: 
The Municipality should impart instructions to its staff regarding these HUD guidelines, and to constantly review 
authoritative guidance in order to assure that eligibility procedures and determinations are performed in full compliance 
with applicable regulations. 

Views of responsible officials and corrective actions: 
That was an involuntary mistake. Some of the files mentioned have already been evaluated. We will continue evaluating 
each remaining file to correct the situation. 

END OF SECTION 
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 
FOR THE YEAR ENDED JUNE 30, 2009 

Year 
Finding 
Number 

Finding 

r 

(1) Prior Audit Findings, fully corrected or not noted during our audit: 

None. 

(2) Prior Audit Findings, not corrected or partially corrected: 

None. 

r r 

CFDA 
Number 

(3) Corrective action taken is significantly different from corrective action previously reported : 

None. 

(4) Prior Audit Findings, are no longer valid: 

2007 07-2 

The program did not comply with the procedures required for 
minimizing the time elapsing between the transfer of federal 
funds and the disbursement by grantees. In addition, the 
program maintains a high balance in bank. 

14-871 

END OF SCHEDULE 

r 

Questioned 
Cost(s) 

None. 

r r r [ ( ( 

Comments 

Situation was not observed in this year's audit. 

14 



' 
EST ADO LIBRE ASOCIADO DE PUERTO RICO 

MUNICIPIO DE GUANICA 
OFICINA DE AUDITORIA INTERNA 

cSf!11titt1Cd...J1t1d d Ul'ld ciudtfd 
rcsphndedmlc 

March 9, 2010 

OCAM 
PO Box 70167 
San Juan, PR 00936-8167 

To whom it may concern: 

C:JfJra. @ris Cf( &uindnt:s cSfldlt2dle:a 
AudildrtJ @ntcmtJ @ ntcni1tJ 

Accompanied herewith please find ( 1) copy of our Financial Statements and Report of Independent 
Certified Public Accountants with Additional Reports required under the OMB Circular A-133 for 
Municipality of Guaruca for the year ended June 30, 2009. 

Should you have question regarding to the above mentioned, please let us know. 

Cordially yours, 

~ll.~'~ 
Iris N. Quinones GonzalezU 0-­
Interim Internal Auditor 

Attached Data Collection Form 
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INDEPENDENT AUDITOR'S REPORT 

Honorable Mayor and Members of the 
Municipal Assembly 

Municipality of Guanica, Puerto Rico 

PO Box 3043 
Yauco PR 00698-3043 

Tel. (787) 856-6220 
Fax (787) 856-6233 

We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of Municipality of Guanica, Puerto Rico, as of and for 
the year ended June 30, 2009, which collectively comprise the Municipality of Guanica's basic financial 
statements as listed in the table of contents. These financial statements are the responsibility of 
Municipality of Guanica, Puerto Rico's management. Our responsibility is to express opinions on these 
financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used 
and the 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. 

In our opinion the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate remaining 
fund information of the Municipality of Guanica, Puerto Rico, as of June 30, 2009, and the respective 
changes in financial position, for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated December 18, 
2009, on our consideration of the Municipality of Guanica, Puerto Rico's internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant 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 Government Auditing Standards and should be considered in 
assessing the results of our audit. 
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INDEPENDENT AUDITOR'S REPORT 

(CONTINUED) 

The management's discussion and analysis and budgetary comparison information on pages 3 through 15 
and 56 through 58, are not a required part of the basic financial statements but are supplementary 
information required by accounting principles generally accepted in the United States of America. We 
have applied certain limited procedures, which consisted principally of inquiries of management 
regarding the methods of measurement and presentation of the required supplementary information. 
However, we did not audit the information and express no opinion on it. 

Yauco, Puerto Rico 
December 18, 2009 

Stamp #2474115 was affixed to 
the original of this report 

~~~ 0 _<: ·f'; . 
lo~ TORO & CO., CSP 

LICENSE #35 - fN FORCE 

2 
ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 

PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEAL TH OF P UERTO RICO 

MUNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

Our discussion and analysis of the Municipality of Guanica 's financial performance provides an overview of 
the Municipality's financial activities for the fiscal year ended June 30, 2009. Because this MD&A is 
designed to focus on the current year activities, resulting changes and currently known facts, we encourage 
reader to consider the information presented in this MD&A in conjunction with the additional information 
furnished in the accompanying basic financial statements. 

FINANCIAL HIGHLIGHTS 

• The Municipality has reported assets amounting to $26.94 million in the accompanying statement of 
net assets, of which most significant are capital assets, cash and cash equivalents amounting to $21.88 
million and $4.38 million, respectively . 

• The Municipality's capital assets increased as a result of this year's operations. Capital assets as of 
June 30, 2009 are $21.88 million, as compared to $19.07 million for the year ended June 30, 2008, for 
a 13.95% of increase. 

• The assets of the Municipality exceeded its liabilities by 8.48 million at June 30, 2009, represented as 
" net assets" in the accompanying statements of net assets. Restricted and unrestricted (deficit) net 
assets amounted to $2.03 million and $(9.32) million, respectively. Net assets invested in capital 
assets amounted $15. 77 million. 

• During the year, the Municipality reported revenues of $10.4 million in the General Fund of total 
revenues restricted and unrestricted of $14.35 million. 

• Long term liabilities principal payments were$. 76 million. 

• The Municipality has reported total expenses amounting to $15.13 million in the accompanying 
statement of activities. 

USING THIS ANNUAL REPORT 

This annual report consists of a series of financial statements. The Statement of Net Assets and the Statement 
of Activities provide information about the activities of the Municipality as a whole and present a long-term 
view of the Municipality's finances. For governmental activities, these statements tell how these services were 
financed in the short term as well as what remains for future spending. Fund financial statements also report 
the Municipality's operations in more detail than the government-wide statements by providing information 
about the Municipality's most significant funds. Both perspectives allow the user to address relevant 
questions, broaden a basis for comparison (year to year or government to government) and enhance the 
Municipality's accountability. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF PuERTO Rico 
MUNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

Overview of the Basic Financial Sta tements 

The Municipality's financial statements include three components: 
I. the government-wide financial statements 
2. the fund financial statements 
3. notes of the financial statements 

These components are described below: 

Government-wide financial statement: Are designed to provide reader with a broad of the Municipality's 
operations and finance as whole in a manner similar to Private-sector business. These statements provide short­
term and long-term information about the Municipality's financial position, which assist the Municipality's 
management to determine the economic condition at the end of the fiscal year. These financial statements are 
prepared using the flow of economic resources measurement focus and the accrual basis of accounting. The 
governmental-wide financial statements include; the statement of net assets and the statement of activities. 

The Sta tement of Net Assets and the Statement of Activities 

The Statement of Net Assets and the Statement of Activities report information about the Municipality as a 
whole and about its activities. These statements include all assets and liabilities using the accrual basis of 
accounting, which is similar to the accounting used by most private-sector companies. All of the current 
year' s revenues and expenses are taken into account regardless of when cash is received or paid. 

These two statements report the Municipality's net assets and changes in them. You can think of the 
Municipality's net assets, the difference between assets and liabilities, as one way to measure the 
Municipality's financial health, or financial position. Over time, increases or decreases in the Municipality's 
net assets are one indicator of whether its financial health is improving or deteriorating. You will need to 
consider other non-financial factors, however, such as changes in the Municipality's property tax base and the 
condition of the roads, to asses the overall health of the Municipality of Guanica. 

Jn the Statement of Net Assets and the Statement of Activities, we divide the Municipality into: 

• Governmental activities - Most of the Municipality's basic services are reported here, including the 
municipal police, public works, garbage disposal, public energy and health services, and general 
administration. Property taxes, municipal license tax, state and federal grants finance most of these 
activities. 

Reporting the M unicipality's Most Significant Funds 

F und Financial Statement: Report the financial position and results of operations of the Municipality's 
governmental funds . The Fund Financial Statement components are the Balance Sheet-government funds and 
the Statements of Revenues, Expenditures and Changes in Fund Balance. The Fund Financial Statements 
provide detailed information about the most significant funds, not the Municipality as a whole. Some funds 
are required to be established by bond covenants. 

ROMAN TORO & CO. , CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEAL TH OF PUERTO RJco 
MUNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

The Municipality's basic services are reported in the governmental funds, that uses an accounting approach 
which focus on how money flows into and out of those funds and the balances left at year-end that are 
available for spending. These funds are reported using an accounting method called modified accrual 
accounting, which measures cash and all other financial assets that can readily be converted to cash. The 
governmental fund statements provide a detailed short-term view of the Municipality's general government 
operations and the basic services it provides. Governmental fund information helps you determine whether 
there are more or fewer financial resources that can be spent in the near future to finance the Municipality's 
programs. We describe the relationship (or differences) between governmental activities (reported in the 
Statement of Net Assets and the Statement of Activities) and governmental funds in a reconciliation on this 
report. 

Notes to the Basic Financial Statement: The notes provide additional information that is essential to a full 
understanding of the data provided in government-wide and the fund financial statements. 

THE MUNICIPALITY AS A WHOLE 

The Municipality's combined net assets increases from a year ago, from $9.09 million to $9.43 million. Our 
analysis below focuses on the net assets (Table 1) and changes in net assets (Table 3) of the Municipality's 
governmental activities. 

Current and other assets 
Capital assets 

Total assets 
Long-term debt outstanding 
Other liabilities 

Total liabilities 
Net assets: 

Invested in capital assets, 
net of related debt 

Restricted for: 
Debt services 
Capital project 
Other specified purpose 

Unrestricted (Deficit) 
Net Assets 

Table 1 

NET ASSETS 

(in Million) 

Governmental Activities 
2009 2008 

$ 5.05 $ 7.99 
21.89 19.08 
26.94 27.07 

(13.71) ( 14.34) 
( 4.75) _Lll2) 
(1 8.46) J.!Lfil) 

15.77 10.63 

.50 .45 
6.43 

.02 
~) 
$ 9.26 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEAL TH OF P UERTO RICO 

M UNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

Components of Net Assets 

Current and other Capital assets Long-term debt Other II abilities 
assets outstanding 

Net assets of the Municipality's governmental activities decreased by $.95 million ($8.48 million compared to 
$9.43 million). Unrestricted net assets, the part of net assets that can be used to finance day-to-day operations 
without constraints established by debt covenants, enabling legislation or other legal requirements, changed 
from approximately $(8.3 1) million at June 30, 2008 to a $(9.32) million at June 30, 2009. The following is a 
condensed presentation of the Municipality's results of operations, as reported in the government-wide 
financial statements: 

Comparative Condensed Statement of Activities: 
2009 2008 

Revenues: 
Program revenues: 

Operating grants and contributions $3,022,398 $1 ,796,402 
Capital grants and contributions 1,583,846 

Charges for services 61,718 264,165 
General revenues: 

Property taxes 1,356,167 1,819,208 
Municipal license taxes 393,471 363,337 
Sales and uses tax 275,367 809,669 

Unrestricted intergovernmental contributions and 
reimbursements 7,277,970 7,277,283 

Unrestricted interest on deposit 339,494 120,062 
Other 42,428 865,985 
Total revenues 14,352,859 13,316,111 

Expenses: 
General government 8,81 5,347 6,766,475 
Public works and sanitation 2,235,937 2,774,006 
Public Safety 1, 176,183 988,860 
Culture and recreation 685,050 699,316 
Health and welfare 1,835,466 1,623,330 
Interest and bonds, notes and capital lease obligations 386,401 294,834 

Total expenses 15,134,384 13,146,821 

et (decrease) increase in net assets (781,525) 169,290 

Net assets-at the beginning of the year, as restated 9,261,525 9,092,235 
Net assets- at end of the year $8,480,000 $9,261 ,525 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF PUERTO Rico 
MUNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

Financial analysis of the Municipality's Governmental Funds 

The Municipality uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements. The focus of the Municipality' s governmental fund is to provide information on near-term 
inflow, outflow, and balance of spend able resources. Such information is useful in assessing the 
Municipality' s financial requirements. In particular, unreserved fund balance may serve as an useful measure 
of a government ' s net resources available for spending at the end of fiscal year. The following is a condensed 
presentation of the Municipality's balance sheet and results of operations of government fund: 

2009 2008 

Comparative Condensed Balance Sheet-Governmental funds: 

Total assets-major funds 7,378,809 9,866,61 1 

Total assets-nonmaj or funds 1,551,036 1,355,658 

Total assets 8 929 845 11 222 269 

Total liabilities-major funds 7,223,256 5,520,694 

Total liabilities-nonmajor funds 1,723,534 1,307,226 

Total liabilities 8,946 790 6,827,920 

Fund Balances: 

Reserved-major funds 3,687,401 7, 142,068 

Reserved-nonmajor funds 

Unreserved-major funds (3,53 1,848) (2,796, 151) 

Unreserved-nonmajor funds ( 172,498) 48,432 

Total fund balances (16,945) 4,394.349 

Comparative Condensed Statement of Operations-Governmental funds: 

Total revenues-mayor funds 12,549,928 10,500,547 

Total revenues-nonmayor funds 1,802,931 2,8 15,564 

Total revenues 14 352 859 13,316,111 

Total expenditures-major funds 16,578,757 11 ,995,797 

Tota l expendirures-nonmajor funds 2.015,089 2,384,173 

Total exoenditures 18 593 846 14 379.970 

Other Financial Sources-major funds(excludi nJ?. operatinJ?. transfers amonJ?. funds) 4,287,324 

Net changes in fund balances (4,240,987) 3,223,465 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF P UERTO RICO 

MUNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

Total revenues of Municipality's governmental activities increased by ($1.04 million) while total expenses 
increased by ($4.2 million). The Municipality of Guanica took the following major actions this year to improve 
the financial position: 

• The Mayor of the Municipality of Guanica still has a Finance Auxiliar Director to improve the 
collections of municipal licensed tax and property tax revenues; supervise the operations of the 
official and auxiliary collector of the Municipality. 

• In the budget respect the administration of the Municipality received the estimated of expenses by 
each department, and the Budget Director and the Mayor performed the evaluation to those expenses 
and determine the needed of each one, looking for the reduction of those unnecessary expenses 
without affecting the daily operations. 

Expenses during the fiscal year ended June 30, 2009 was substantially related to the following: 

Table 2 
Governmental Activities 

(in Million) 

Total expenses 

2009 2008 

General Government $ 8.56 
Public Safety 1.07 
Public works and sanitation 2.00 
Culture and recreation .47 
Health and welfare 1.80 
Debt service 1.15 
Capital outlays 3.54 

Totals $18.59 

ROMAN TORO & CO, CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 

$ 6.28 
.89 

2.36 
.49 

1.79 
.97 

1.61 
$14.39 
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COMMONWEAL TB OF P UERTO RICO 

M UNICIPALITY OF GUANICA, PUERTO RICO 
Management Discussion and Analysis 

For the Fiscal Year ended June 30, 2009 

Total Expense 2009 

Total ExpMse 2008 

• General Government 

• Public Sat.ty 

• Public works and sanitation 

• Cultur• ad r.cr•ation 

DebtServio 

• Capital outlays 

• Gen«al Gov«nm ent 

• Public Saf.ty 

• Public Works and Sanitation 

• Culture and R~rtation 

• Htalth and Welfare 

Debt Service 

Capital Outlays 

The cost of all governmental activities this year was $ 18.59 million compared to $14.39 million last year. 
Table 2 presents the cost of each of the Municipality of Guanica 's largest programs. 

The major sources of general revenue are property taxes, municipal license taxes, sales tax and grant and 
contributions not restricted, which in total represent $ 11 .13 (77%) and$ I 0.03 (76%) of all revenues in 2009 
and 2008, respectively. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 9 

PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF PUERTO RICO 

M UNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

Table 3 
Governmental Activities 

(in Million) 
General Revenues 
by major sources 

2009 2008 

Property taxes 

Municipal license taxes 

Sale tax 
Grants and contributions 

Totals 

Charges for service 

$ 1.32 

.39 

.62 
8.80 

11.13 

Table 4 
Governmental Activities 

(in Million) 
Program Revenues 
by major sources 

2009 

Operating Grants and Contribution 
$ .61 

1.58 

Totals 

$ 1.82 

.36 

.81 
7.28 

$ 10.27 

2008 

$ .26 

1.80 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF P UERTO Rico 
MUNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

Charoes for ser..1ce 

Program Revenues 
(in million) 

Ooeratinq orants ard Contnb~t1on 

THE MUNICIPALITY' S FUND 

As the Municipality completed the year, its governmental funds reported a combined fund balance of $.I 6 
million, which is less than last year total of $3.92 million. 

General Fund Budgetary Highlights 

Over the course of the year, the Municipal Assembly revised the Municipality of Guanica budget several 
times. These budget amendments fall into various categories. The first category includes amendments and 
supplemental appropriations that were approved shortly after the beginning of the year and reflect the actual 
beginning balances (versus the amounts we estimated in May 2008). 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants I I 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF PUERTO Rico 
M UNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

As of June 30, 2009, the Municipality of Guanica had $ 2 1. 73 million invested in a broad range of capital 
assets, including buildings, parks, roads, bridges, and equipment. (See Table 5). This amount represenrs a net 
increase (including additions and deductions) of $2.65 million, or 14 %, over last year. In this table you see 
few changes in amount compared to last year due to reclassifications ofreal property to proper division. 

Table 5 

Capital Assets at Year-end 
(At cost, in Thousands) 

Govemmental 
Activities 

2009 2008 

Land $ .59 $ .37 

Land improvement 2.89 2.89 
Buildings and Improvements 10.28 10.28 
Construction in progress 4.62 2.87 
Licensed vehicles 1.93 1.91 

Equipment 2.01 2.01 

Equipment under capital leases .04 .04 
Infrastructure 8.95 7.47 

Totals S3 l.3 l $27.84 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEAL TB OF P UERTO Rico 
M UNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

Capital Assets at Year-end 2008 

Equlpbnent under 
capital leased 

0% Land 
7% 

Land Improvement-----::::~--
11 % 

Buildings and 
Improvements 

37% 

Infrastructure 
27% Construction In 

progress 
10% 

Land 
improvement 

9% 

Capital Assets at Year-end 2009 

Equipment under 
capital leased 

0% 

Lisenced vehicles _____ ....,. 
6% 

Infrastructure 
28% 

Equipment 
7% 

Buildings and 
Improvements 

33% 

Construction in 
progress 

15% 

More detailed information about the Municipality's capital assets is presented in Note 11 to the financial 
statements. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 13 
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COMMONWEAL TH OF PuERTO RICO 

MUNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

At year-end, the Municipality had $ 13.62 mill ion in bonds and notes outstanding versus $14.34 million last 
year, a decrease of .05 percent, as shown in Table 6. 

Table 6 
Outstanding Debt, at Year-End 

(in Thousands) 
Governmental 

Activities 
2009 2008 

Bonds payable 
Notes Payable 
Other obligations 

Totals 

Outst:mdlllgl>Pbt, :it YP:ir-rud ~OC8 

$8. 14 

3.14 
2.42 

$ 13.70 

$8.45 
4.23 
1.66 

$ 14.34 

Other obligations 

Notes Payable 
29% 

Notes Payable 
23% 

12% 

O utsta ndi ng Debt , at Year-end 2009 

... 

Bonds payable 
59% 

]\._ Bonds payable 
60% 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 14 
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COMMONWEAL TB OF PuERTO Rico 
MUNICIPALITY OF GUANICA, PUERTO RICO 

Management Discussion and Analysis 
For the Fiscal Year ended June 30, 2009 

The Municipality is required to limit the amount of general obligation debt to I 0% of the total assessment of 
property located within the Municipality, for bonds to be repaid with the proceeds of property taxes restricted 
for debt services. Other obligations include accrued vacation and sick leave, claims and judgments, and 
christmas bonus. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

The Municipality's elected and appointed officials considered many factors when setting the fiscal-year 2009 
budget. 

Budgeted expenditures are expected to rise accordingly to the increase in budgeted revenues. 

If these estimates are realized, the Municipality's budgetary General Fund balance is expected to increase 
modestly by the close of 20 I 0. 

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the 
Municipality's finances and to show the accountability for the money it receives. If you have questions about 
this report or need additional financial information, contact us at Municipality of Guanica, PO Box 785, 
Guanica, Puerto Rico 00653. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

STATEMENT OF NET ASSETS 
JUNE 30, 2009 

Governmental 
Activities 

ASSETS 
Cash 
Due from: 

Commonwealth Government (Note 3) 
Federal Government (Note 3) 

Restricted assets: 
Cash 
Cash with fiscal agents 

Capital assets (Note 5): 
Land and construction in progress 
Other capital assets, net 

Total capital assets, net 

Total assets 

LIABILITIES 
Accounts payable 
Payroll taxes and withholdings 
Interest payable 
Due to other agencies 
Deferred revenues: 

Municipal license taxes 
Federal grants 

Long term liabilities (Note 7) : 
Due within one year 
Due in more than one year 

Total liabilities 

NET ASSETS 
Invested in capital assets, net of related debt 
Restricted for: 

Capital projects 
Debt service 
Other specified purposes 

Unrestricted 

Total net assets 

The accompanying notes are an integral part of this statement 

$ 568,890 

164,063 
511,676 

596,486 
3,214,748 

5,208,265 
16,680,089 
21,888,354 

$26.944.217 

$ 2,033,263 
460,635 
166,814 

1,336,940 

242,118 
513,039 

694,463 
13.016.945 
18,464,217 

15,773,442 

1, 110,857 
506,522 
41 7,339 

(9,328,160) 

$ 8.480.000 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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Functions 

Governmental Activities: 
General government 
Public works 
Public safety 
Culture and recrC<ttion 
Hclllth and welfare 
Urban development 
Interest on long term debt 

Total 

r ( 

Expenses 

$ 8,8 15.347 
2.1 91,162 

1,1 76, 183 
685,050 

1,835,466 

44,775 
386.40 1 

$ 15, 134,384 

The accompanying notes arc an integral part of this statement. 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

STATEMENT OF ACTIVITI ES 
FISCAL YEAR ENDED J UNE 30, 2009 

Fees, Fines and 
Charges for 

services 

$6 1,718 

$61.7 18 

General revenues: 
Taxes: 

Property taxes 
Municipal license taxes 
Sales and use taxes 

Pro!!ram Revenues 
Operating 
Grants and 

Contributions 

$ 4 17,190 

1,754,205 

85 1,003 

$3.022.328 

Licenses, permits and other local taxes 

r 

Capital 
Grants and 

Contributions 

( 

$ 
1,583,846 

$ 1,583,846 

Grants and contributions not restricted to specific programs 
Interest 
Other 

Total general revenues 

Change in net assets 

Net assets-beginning, as restated (Note 17) 

Net assets-ending 

[ ( [ 

Net (Expenses) 
Revenues and 

Change in Net Assets 

$( 8,336,439) 
( 607,3 16) 
( 1,176, 183) 

( 685,050) 
( 8 1,261 ) 

806,228 
( 386.40 I) 

$( l_Q,4_66.422) 

$ 1,356, 167 
393,471 
275,367 

1.45 1,303 

5,826,667 
339,494 

42.428 
9,684,897 

( 781,525) 

9.261 .525 

$ 8.480.000 

( 

17 
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Assets 

Cash and cash equivalents 

Due from: 
Commonwealth Government 

Federal Govern ment 
Other fonds (Note 4) 

Restricted assets: 
Cash and cash equivalents 
Cash wit h fisca l agents 

Total assets 

Liabilities and fund balances 
Liabilities: 
Accounts payable 
Payroll taxes and withholdings 
Matu red bonds and interest payable 
Due to: 
Commonwealth Government 
Other funds 

Deterred revenues: 
Municipal license taxes (Note 6) 
Fc.'Clcra l grants (Note 6) 

Total liabilities 

r ( 

General 

$ 568,890 

157,708 

1,274,038 

$2,000,636 

$1,284,747 
460,635 

1,336.940 
2, 194,727 

242, 11 8 

5.519.167 

( r 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

BALANCE SHEET 
GOVERNMENT AL FUNDS 

JUNE 30, 2009 

Major Funds 

( 

Community Capital Housing C hoice 

Legislative Debt lm1>rovcmcnt Voucher Sec 8 
Resolutions Service Loan Fund Program 

$ - $ - $ - $ 

5, 150 - -
4,433 

2,222,072 - - 99 

96,760 - - 264,593 
988,186 1,796,880 -

$2,3 18,832 $993,336 $1.796.880 $269, 125 

$ - $ $ 325,285 $ 2,099 
- - - -

486,814 -

- - - -
701.336 - 184,198 4,357 

- - - -
--

701.336 486,814 . 5.0.2.483 _6.456 

( r 

Other Total 
Governmental Governmenta l 

Fu nds Funds 

$ - $ 568,890 

1,205 164,063 
507,243 5 11,676 
377,772 3,873,981 

235,134 596,487 
429,682 ~748 

$ 1,55 1,036 $8,929.845 

$ 42 1,132 $2,033,263 
- 460,635 
- 486,81 4 

- 1,336,940 
789,363 3,873,98 1 

- 242,118 
513,039 5 13,039 

_I .723,534 8,946,790 

18 
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General 

Fund ba lances (deficits): 
Reserved for: 

Encumbrances 13,317 

Debt service -
Capita l projects -
Other specifi ed purposes -

Unreserved (3.53 1.848) 

Tota l fund ba lances 
(deficits) 0.5 18,53 I) 

Total li abilities a nd fund 
balances (deficits) $2,000,636 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

BALANCE SHEET 
GOVERNMENT AL FUNDS (CONTINUED) 

JUNE 30, 2009 

Major Funds 

( 

Commonwealth Capital Housing Choice 
Legislative Debt Improvement Voucher Sec 8 
Resolutions Service Loan Fund Program 

- - - -
- 506,522 - -

1,6 17,496 - 1,287,397 -
- - - 262,669 

- - -

I 61 7 496 506,522 1.287.397 262.669 

$2,3 L8,832 $993,336 $ l ,796, 880 $262, 125 

The accompanying notes arc an integral part of this statement 

( r ( r 

Other Total 
Governmental Governmental 

Fm1ds Funds 

- 13,317 

- 506,522 

- 2,904,893 

- 262,669 
( 172.498) (3, 704.346) 

( 172,498) ( 16,945) 

$ 1,55 1,01_6 $ 8,922.845 
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COMMONWEAL TB OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

RECONCILIATION OF TOT AL GOVERNMENT AL FUND BALANCE 
TO NET ASSETS OF GOVERNMENT AL ACTIVITIES 

JUNE 30, 2009 

Total governmental fund balances: 

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

Capital assets used in governmental activities are not financial 
resources and therefore are not reported in the funds: 

Long term liabilities, including bonds payable, are not due and 
payable in the current period and therefore are not reported in the 
funds: 
General obligation bonds and notes 
Note payable to CRIM-LIMS 
Loan to PR Treasury Department 
Note payable to PR Labor Department 
Note payable to PR Land Authority 
Note payable to CRIM ACT 42 Excess of Property Tax Advance 
Financing agreements with PR Water and Sewer Authority 
Compensated absences 
Note payable to FEMA 
Judgments and Claims 
Payable to CRIM (property tax advances) 
Christmas bonus 

Net assets of governmental activities: 

The accompanying notes are an integral part of this statement 

7,825,000 
48,452 

1,374,775 
176,544 
118,064 
962,668 

70,000 
1.438,637 

750,467 
106,658 
370,911 
149,232 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 

$( 16,945) 

21 ,888,353 

(13.391.408) 

$ 8.480.000 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF GUANICA, PUERTO RJCO 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES- GOVERNMENT AL FUNDS 

FISCAL YEAR ENDED JUNE 30, 2009 

Revenues: 
Taxes: 

Property taxes (Note 8) 
Municipal license taxes (Note 10) 
Sales and use taxes (Note 9) 

Intergovernmental (Note 11 ): 
Commonwealth government 
Federal government 

Licenses, permits and other local taxes 
Fees, fines and charges for services 
Interest 
Other 

Total Revenues 

Expenditures: 
Cun·ent: 

General government 
Public works 
Public safoty 
Culture and recreation 
Hcalt.h and welfare 
Urban development 

Capital outlays 
Debt service: 

Principal 
Interest 
Total expenditures 

Excess (deficiency) of revenues over 
expenditures 

General 

$ 1, 154,052 
393,47 1 

275,367 

7,220,257 

907,463 
209,2 15 
2 12,801 

28.09 1 
I 0,400.7 17 

5,413,500 

2,001,852 

1,074,785 
476,603 

1,495,560 

10,462.300 

( 61,583) 

Major Funds 

Commonwealth 

Legislative 
Resolutions 

$ -

1,194,715 

19,412 

2,465 
1,975 

303 

--
1,2 18.810 

749,30 1 

I , 193,899 

1.943.200 

(724,330) 

Debt 
Service 

$ 202,1 16 

355.105 

3, 194 

__ 560.4 15 

746,908 

405.744 

1.1 52.652 

(592,237) 

Capital 

Improvement 
Loan 

$ -

11 2,807 

10 68 1 
__ 123,488 

1,327,7 18 

1,489,842 

2.8 17.560 

(2,694,072) 

I-lousing Choice 

Voucher Sec 8 

Program 

$ -

242,790 

3.648 

246,438 

203,045 

203,045 

43,393 

Other 

Governmental 
Funds ---

$ 

389, 13 1 

1,366,606 

36,797 

10,389 
8 

1.802.931 

1,056,600 

1,802 

101 ,679 

855,008 

2.01 5.089 

(2 12, I 58) 

( ( 

Total 

Governmental 
Funds 

$ 1,356, 168 
393,47 1 
275,367 

8,804,103 

1,628,808 

1,265,033 
247,987 
339,494 

42,428 

14.322,859 

8,547, 119 

2,003,654 

1.074,785 

476,603 
1,800,284 

3,538,749 

746,908 

405.744 

18,593,846 

( 4,240, 987) 

2 1 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

( 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
GOVERNMENT AL FUNDS (CONTINUED) 

FISCAL YEAR ENDED JUNE 30, 2009 

Major Funds 

Other financing sources (uses): 
Transfors in 
Transfors out 

Total other financing sources 
(uses) 

Net change in fund bala nce 

Fund balances at beginning of year 

General 

$ 123,804 

( 644,938) 

( 52 1.1 34) 

( 582,717) 

(2,935.814).JJ 

Commonwealth 

Legislative 
Resolutions 

$ 

(724,330) 

2.341.826 

Fund balances (deficit) at end of yea r $(3,5 18,53 1) $1.617,496 

Tho •=mp•oyiog "°'"' '"'" ;oiogrnl p•rt oft~ 

Debt 
Ser vice 

$644,938 

(2,22_5) 

642,7 13 

50,476 

456.046 

$506.522 

Capita l 

Improvement 

Loan 

$ 
( 112.807) 

( 112.807) 

(2,806,879) 

4 094 276 

$ 1,287,397 

Housing Choice 

Voucher Sec 8 
Program 

$ 

43,393 

2 19.276 

$262.669 

Other 
Governmental 

Funds 

$ 50 
( 8.822) 

( 8.772) 

(220,930) 

48,432 

$(1 72,498) 

Total 

Governmental 
Funds 

$ 768,792 
( 768,792) 

( 4,240, 987) 

4,224.042 

$ _(J6,2_45) 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN 
FUND BALANCES OF GOVERNMENT AL FUNDS TO THE STATEMENT OF ACTIVITIES 

FISCAL YEAR ENDED JUNE 30, 2009 

Net change in fund balances-total governmental funds: 

Amounts reported for governmental activities in the Statement of activities 
are different because: 

Governmental funds reports capital assets 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: 

Expenditures for capital assets $ 3.538,749 
Less: current year depreciation (728,809) 

Repayment oflong term debt is an expenditure in the governmental 
funds, but reduces long-term liabilities in the Statement of 

net Assets: 
General obligation bonds and notes 305,000 
Other long term liabilities 455 398 

Some expenses reported in the Statement of Activities do not require the 
use of current financial resources and therefore are not reported as 
expenditures in the governmental funds : 
Compensated absences ( 28,742) 

Christmas bonus 37,769 

Judgements and Claims ( 42, 134) 

Other ( 77,769) 

Change in net assets of governmental activities: 

The accompanying notes are an integral part of this tatement. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 

$ ( 4,240,987) 

2,809,940 

760,398 

110.876) 

$ ( 781.525) 
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C OMMONWEALTH OF P UERTO RICO 

MUNICIPALITY OF G UANICA, PUERT O RICO 
Notes to Basic Financial Statements 

June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Municipality of Guanica of the Commonwealth of Puerto Rico (the "Municipality") was founded 
in 1771. The Municipality is a local government with fuJI legislative, fiscal and administrative powers 
to operate as a government under Law No. 81 of August 30, 1991 , as amended, known as the 
Autonomous Municipalities Act of the Commonwealth of Puerto Rico (Law No. 8 1) . 

The Municipality's governmental system consists of executive and legislative branches. The 
Constitution of the Commonwealth of Puerto Rico (the "Commonwealth") provides for the separation 
of powers of the executive, legislative and judicial branches. A Mayor, elected every four years by 
the citizens, exercises the executive power of the Municipality. The legislative power is exercised by 
the Municipal Legislature, which is also elected every four years. The General Justice Court System 
of the Commonwealth, which has jurisdiction over the Municipality, exercises the judiciary power. 

The Municipality engages in a comprehensive range of services to the community such as housing, 
welfare, public safety, health, sanitation, education, culture, recreation, urban and economic 
development, and many other general and administrative duties. 

a) Financial Reporting Entity 

The accompanying basic financial statements include all departments, agencies and municipal entities 
that: (l) are under the legal and administrative control of the Mayor and (2) whose funds are under the 
legal custody and control of the Municipality' s Director of Finance and Budget, as prescribed by Law 
No. 81. 

The Municipality·s management has considered all potential component units for which it may be 
financially accountable and other legally separate organizations for which the nature and significance 
of their relationship with the Municipality may be such that exclusion of their basic financial 
statements from those of the Municipality would cause the Municipality's basic financial statements 
to be misleading or incomplete. 

GASB Statement No. 14 - The Financial Reporting Entity (GASB No. 14), as amended by GASB 
Statement No. 39 - Determining Whether Certain Organizations are Component Units (GASB No. 
39) set forth criteria to be considered in determining financial accountability. These criteria include 
appointing a voting majority of an organization's governing body and ( 1) the ability of the 
Municipality to impose its will on that organization or (2) the potential for the organization to provide 
specific financial benefits to, or impose specific financial burdens on the Municipality. GASB 
Statement No. 39 provides additional guidance in determining whether certain organizations for 
which the primary government is not financially accountable should be reported as component units 
based on the nature and significance of their relationship with the primary government. Generally, 
GASB No. 39 requires reporting a component unit if an organization raise and holds economic 
resources for the direct benefit of a governmental unit. 

Based on the above criteria, there are no potential component units which should be included as part 
of the financial statements. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEAL TH OF P UERTO Rico 
MUNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

b) Government-wide Financial Statements (GWFS) 

The accompanying GWFS are composed of: (I) the statement of net assets and (2) the statement of 
activities. These financial statements do not report fund information but rather report information of 
all of the Municipality's governmental activities. These statements are aimed at presenting a broad 
overview of the Municipality's finances through reporting its financial position and results of 
operations as a whole, using methods that are similar to those used by most private businesses. 

The focus of the GWFS is not on compliance with budgets, regulatory requirements or on the use of 
available or currently expendable financial resources (referred to as fiscal accountability), but on 
operational accountability information about the Municipality as a single economic unit. Operational 
accountability is the Municipality's responsibility to report to the extent to which it has met its 
operating objectives efficiently and effectively, using all resources available for that purpose. It 
focuses on the Municipality's principal operating objective, which is to provide services to its 
citizens. 

The accompanying statement of net assets provides short-term and long-term information about the 
Municipality's financial position and condition by presenting all of the Municipality's assets and 
liabilities, with the difference between these two items reported as " net assets" (equity). This 
statement assists management in assessing the level of services that can be provided by the 
Municipality in the future, and its ability to meet its obligations as they become due. In addition, this 
statement reports the extent to which the Municipality has invested in capital assets, including 
infrastructure, and discloses legal and contractual restrictions on resources. 

Net assets are classified in the accompanying statement of net assets within the following three 
categories: 

• Invested in capital assets, net of related debt - These consist of capital assets, net of 
accumulated depreciation and amortization, reduced by the outstanding balances of bonds, notes 
and other debt that are attributed to the acquisition, construction or improvement of those assets. 
For the purposes of determining the outstanding debt attributed to capital assets, the total long­
term debt related to the acquisition, construction or improvement of capital assets have been 
reduced by any related unspent debt proceeds and any related unamortized debt issuance costs. 

• Restricted net assets - These consist of net assets restricted by external parties (such as 
creditors, grantors, contributors, Jaws or regulations of other governments, etc.), or net assets for 
which constraints are imposed by constitutional provisions or enabling legislation. Enabling 
legislation is defined as legislation that authorizes the Municipality to assess, levy, charge or 
otherwise mandate payment of resources (from external resource providers). Enabling legislation 
establishes restrictions if it includes a legally enforceable requirement that those resources be 
used only for the specific purposes stipulated in the legislation. The classification ofrestricted net 
assets identifies resources that have been received or earned by the Municipality with an explicit 
understanding between the Municipality and the resource providers that the resources would be 
used for specific purposes. Grants, contributions and donations are often given under those kinds 
of conditions. Bond indentures also often limit the use of bond proceeds to specific purposes. 
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COMMONWEALTH OF PuERTO Rico 
M UNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

Internally imposed designations of resources, including earmarking, are not reported as restricted 
net assets. These designations consist of management's plans for the use of resources, which are 
subject to change at the discretion of the Municipal Legislature. 

• Unrestricted net assets - These consist of net assets that are neither externally or legally 
restricted, nor invested in capital assets. However, unrestricted net assets often are designated to 
indicate that management does not consider them to be available for general operations. 
Unrestricted net assets often have constraints that are imposed by management, but can be 
removed or modified. When both restricted and unrestricted resources are available for use, it is 
the Municipality's policy to generally use restricted resources first, and then unrestricted 
resources as they are needed. 

The accompanying statement of activities presents the results of the Municipality's operations by showing 
how the Municipality's net assets changed during the year ended June 30, 2009, using a net (expense) 
revenue format. This statement presents the cost of each function/program as well as the extent to which 
each of the Municipality' s functions, programs or other services either contributes to or draws from the 
Municipality's general revenues (such as property taxes, municipal license taxes, construction excise 
taxes, etc.). A function/program describes a group of activities that are aimed at accomplishing a major 
service or regulatory responsibility. The functions/programs reported in the accompanying basic financial 
statements are: ( I ) general government, (2) public safety, (3) public works and sanitation, ( 4) culture and 
recreation, (5) health and welfare and (6) urban development. The governmental operations of the 
Municipality's departments and operational units are classified within the following functions/programs in 
the accompanying basic financial statements: 

General government: 

Municipal legislature 

Mayor's office 

Department of finance and budget 

Department of human resources 

Department of municipal secretary 

Department of federal programs 

Department of internal audit 

Public safety: 

Department of municipal police 

Department of emergency management 

Public works and sanitation: 

Department of public works 

Department of sanitation 

Culture and recreation: 

Department of recreation and sports 

Department of tourism 
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COMMONWEAL TH OF P UERTO Rico 
MUNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

Health and welfare 

Department of health 

Department of elderly affairs 

The statement of activities demonstrates the degree to which program revenues offset direct expenses 
of a given function/program or segments. Direct expenses are those that are clearly identifiable with a 
specific function, segment or operational unit. This statement reports revenues in two broad 
categories: (I) program revenues and (2) general revenues. 

Program revenues are generated directly from a program itself or may come from parties outside the 
Municipality's taxpayers or citizens. In the statement of activities, program revenues reduce the costs 
(expenses) of the function/program to arrive at the net cost of the function/program that must be 
financed from the Municipality's general revenues. The accompanying statement of activities 
separately reports the following categories of program revenues: 

• Cha rges for services - These generally consist of exchange or exchange-like transactions 
involving charges to customers or applicants who purchase, use or directly benefit from the 
goods, services or privileges provided, or are otherwise directly affected by the services. These 
include fees charged for specific services, charges for licenses and permits, and fines and 
forfeitures, among others. 

• Program-specific capital and operating grants and contributions - These consist of 
transactions that are either mandatory or voluntary nonexchange transactions with other 
governments, organizations, or individuals that restrict the resources for use in a particular 
program. Capital grants and contributions consist of capital assets or resources that are restricted 
for capital purposes - to purchase, construct or renovate capital assets associated with a specific 
program. Operating grants and contributions consist of resources that are required to be used to 
finance the costs of operating a specific program or can be used either for operating or capital 
purposes of a specific program. Restricted capital and operating grants and contributions are 
program revenues because they are specifically attributable to a program and reduce the net 
expense of that program to the Municipality. They are reported net of estimated uncollectible 
amounts. 

General revenues are the default category for revenues. It includes all revenues and gains that do not 
meet the definition of program revenues. Property taxes, municipal license taxes and construction 
excise taxes are reported as general revenues. All other nontax revenues (including unrestricted 
investment earnings, grants and contributions not restricted for specific programs, and miscellaneous 
revenues) that do not meet the definition of program revenues are classified as general revenues. 
Resources that are dedicated internally by the Municipality are reported as general revenues rather 
than as program revenues. All general revenues are reported net of estimated uncollectible amounts, 
which are recorded as reduction of revenues rather than as expenses. 
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COMMONWEAL TH OF P UERTO Rico 
MUNICIPALITY OF GUANICA, PUERT O RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

The general government function/program reported in the accompanying statement of activities, 
includes expenses that are, in essence, indirect or overhead expenses of the Municipality's other 
functions/programs. Even though some of these costs have been charged to other funds in the 
governmental fund financial statements as indirect cost allocations permined under some federal 
programs, the Municipality has reported these indirect expenses as direct expenses of the general 
government function. Accordingly, the Municipality does not allocate general government (indirect) 
expenses to other functions. The effects of all interfund governmental activities (revenues, 
expenditures and other financing sources/uses among governmental funds) have been removed from 
the accompanying statements of net assets and activities. 

The Municipality classifies all of its activities as governmental activities in the accompanying GWFS. 
These are activities generally financed through taxes, intergovernmental revenues and other 
nonexchange revenues that can be used to support the Municipality"s programs or services. These 
governmental activities are also generally reported in the governmental fund financial statements. 

The Municipality has no fiduciary activities, which are those in which the Municipality would be 
holding or managing net assets for specific individuals or other external parties in accordance with 
trust agreements or other custodial arrangements. In addition, the Municipality has no operations or 
activities that are primarily financed and operated in a manner similar to private business enterprises, 
where the costs of providing goods or services to the general public is financed primarily through user 
charges. 

c) Governmental Fund Financial Statements (GFFS) 

The accompanying GFFS are composed of: ( 1) the balance sheet - governmental funds and (2) the 
statement of revenues, expenditures and changes in fund balances - governmental funds. These 
financial statements report the financial position and results operations of the Municipality's 
governmental funds by presenting sources, uses and balances of current financial resources. Some of 
these financial statements have a budgetary orientation and focus primarily on: ( 1) the Municipality's 
major funds, as defined below, (2) the fiscal accountability and (3) the individual parts of the 
Municipality' s government. Fiscal accountability represents the Municipality's responsibility to 
justify that its actions in the current year have complied with public decisions concerning the raising 
and spending of public moneys in the short term (one fiscal year). 

Each governmental fund is considered an independent fiscal entity accounted for within a set of self­
balancing accounts that comprise its assets, liabilities, fund equity or deficit, revenue and 
expenditures. The accompanying GFFS segregate governmental funds according to their intended 
purpose and are used in demonstrating compliance with legal, financial and contractual provisions. 
The minimum number of governmental funds is maintained consistent with legal and self-imposed 
managerial requirements established by the Municipality. For financial reporting purposes, the 
Municipality classifies its governmental funds within the following categories: 
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COMMONWEAL TH OF PuERTO Rico 
MUNICIPALITY OF GUANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

• Genera/fund -The general fund is the Municipality's main operating and major fund, as defined 
below, used to account for all financial resources and governmental activities, except for financial 
resources required to be accounted for in another fund. It is presumed that the Municipality's 
governmental activities have been reported in the general fund except for transactions for which 
one of the following compelling reasons has required the use of another fund: (I) legal 
requirements, (2) GAAP requirements or (3) the demands of sound financial administration 
requiring the use of a governmental fund other than the general fund. 

• Special revenue funds - The special revenue funds are nonmajor funds, as defined below, used 
by the Municipality to account for revenues derived from grants or other revenue sources (other 
than major capital projects) that are either self-restricted by the Municipality or legally restricted 
by outside parties for use in specific purposes. The uses and limitations of each special revenue 
fund are specified by municipal ordinances or federal and state statutes. However, resources 
restricted to expenditure for purposes normally financed from the general fund are reported in the 
Municipality's general fund provided that all applicable legal requirements are appropriately 
satisfied. In this case, a special revenue fund to account for such kind of transactions will be used 
only if legally mandated. 

• Debt service fund - The debt service fund is a major fund, as defined below, used by the 
Municipality to account for the accumulation of resources for, and the payment of, principal and 
interest for: (1) bonds and notes for which debt service payments are legally mandated to be 
accounted for in a debt service fund and/or (2) general long-term debt for which the Municipality 
is being accumulating financial resources in advance, to pay principal and interest payments 
maturing in future years. Principal and accrued interest due on July 1 of the following fiscal year 
related to long-term debt for which debt service payments are accounted for in the debt service 
fund, are recorded as debt service fund's liabilities at June 30, if resources are available at June 
30 for its payment. 

• 

General long-term debts for which debt service payments do not involve the advance 
accumulation of resources (such as obligations under capital leases, compensated absences, 
claims and judgments, and notes payable, among others) are accounted for in the accompanying 
statement of net assets. The debt service payments of such debts are generally accounted for in 
the general fund. 

Capital projects funds - Capital projects funds are major and nonmajor funds, as defined below, 
used to account for the financial resources used in the acquisition or construction of major capital 
facilities, other assets and permanent improvements. Significant capital outlays financed from 
general obligation bond proceeds are accounted for also in the capital projects funds. 

The use of the capital projects funds has been reserved for major capital acquisitions or 
construction activities that would distort financial resources trend data if not reported separately 
from the other Municipality's operating activities. The routine purchases of minor capitalizable 
assets (such as certain vehicles and other minor capital assets) have been reported in the fund 
from which financial resources were used for the purchase. 
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COMMONWEAL TH OF PUERTO Rico 
MUNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

Under current standards the focus of the governmental fund financial statements is on major funds, 
which generally represent the Municipality's most important funds. Accordingly, the Municipality is 
required to segregate governmental funds among major and nonmajor within the governmental fund 
financial statements. Major individual governmental funds are reported individually as separate 
columns in the governmental fund financial statements, while data from all nonmajor governmental 
funds are aggregated into a single column, regardless of fund type. 

By definition, the Municipality' s general fund is always considered a major governmental fund for 
financial reporting purposes. In addition, any other fund is considered a major fund for financial 
reporting purposes if its total assets, liabilities, revenues or expenditures of that individual 
governmental fund are at least 10 percent of the corresponding element total (assets, liabilities, 
revenues or expenditures) for all governmental funds or based on the Municipality's official's criteria, 
if the fund is particularly important to financial statement users. For the purposes of applying the 
aforementioned major fund criteria, no eliminations of interfund balances have been made. Total 
revenues for these purposes means all revenues, including operating and nonoperating revenues (net 
of allowances), except for other financing sources. Total expenditures for these purposes mean all 
expenditures, including operating and nonoperating expenditures, except for other financing uses. 

Based on the aforementioned criteria, the Municipality's major governmental funds reported in the 
accompanying governmental fund financial statements are: 

General Fund: The General Fund is the general operations fund of the Municipality. It is used to 
account for all financial resources except those required to be accounted in another fund. 

Commonwealth Legislative J oint Resolutions Fund: State Legislative Joint Resolutions fund is 
used to account for revenue sources to be used for the construction and improvement of capital 
facilities and for welfare purposes. 

Debt Ser vice Fund: Debt Service Fund is used to account for the accumulation of resources for, 
and the payment of, general long-term debt principal and interest. 

Capital Improvement Loan Fund: This fund is used to account for capital projects such as 
community facilities repairs, improvements of certain sport courts, and improvements to 
municipality roads. 

Housing Choice Voucher Sec. 8 Program: This fund account for revenues related to federal 
program HUD Section 8. The purpose of the program is to provide rental assistance to vary low­
income families to help afford decent, safe and sanitary housing. 
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COMMONWEALTH OF P UERTO Rico 
M UNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

d) Measurement Focus and Basis of Accounting 

Government-wide financial statements - The accompanying GWFS are prepared using the 
economic resources measurement focus and the accrual basis of accounting. Subject to the additional 
rules and limitations detailed below, revenues (including interest income) are generally recorded 
when earned and expenses are generally recorded when a liability is incurred, regardless of the timing 
of related cash flows. 

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like 
transactions are generally recorded when the exchange takes place. ln exchange transactions, each 
party to the transaction receives and gives up essentially equal values. An exchange-like transaction 
is one in which there is an identifiable exchange and the values exchanged, though related, may not 
be quite equal. Nevertheless, the exchange characteristics of the exchange-like transaction are strong 
enough to justify treating it as an exchange for accounting purposes (examples include fees for 
licenses and permits, charges for services, and miscellaneous revenues, which are recorded as 
revenues when collected because they are generally not measurable until actually received). 

In a nonexchange transaction, the Municipality gives (or receives) value without directly receiving (or 
giving) equal value in return. This is different from an exchange transaction, in which each party 
receives and gives up essentially equal values. According current standards, the Municipality groups 
its nonexchange transactions into the following four classes in the accompanying basic financial 
statements: (a) derived tax revenues, (b) imposed nonexchange revenues, (c) government mandated 
nonexchange transactions, and (d) voluntary nonexchange transactions . 

In the case of derived tax revenue transactions (such as municipal license taxes), which result from 
assessments the Municipality places on exchange transactions, receivables and revenues are recorded 
when the underlying exchange has occurred (that generally is, when the taxpayers' net sales or 
revenues subject to tax take place). ln the case of imposed nonexchange revenue transactions (such as 
property taxes), which result from assessments made by the Municipality on nongovernmental 
entities, including individuals, other than assessments on exchange transactions, receivables are 
generally recorded in the period when an enforceable legal claim has arisen. Property taxes are 
generally recorded as revenues (net of amounts considered not collectible) in the period when 
resources are required to be used or the first period that the use of the resources is permitted. 

Government-mandated nonexchange transactions (such as grants and contributions) result when a 
government at one level (such as the federal or state government) provides resources to another 
government (such as the Municipality), and the provider government requires the recipient 
government to use those resources for a specific purpose or purposes established in the provider's 
enabling legislation. In these type of transactions, receivables and revenues are generally recorded as 
follows: 

• For reimbursement-type (commonly known as "expenditure-driven awards"), receivables and 
revenues are recorded when all eligibility requirements imposed by the provider have been 
met. The Municipality must expend resources on the specific purpose or project before the 
provider reimburses any amounts. Revenue is, therefore, generally recognized as qualifying 
reimbursable expenditures are incurred. 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF GUANICA, PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

• For other types of grants (mainly grants and contributions with purpose restrictions but with 
no time requirements), receivables and revenues are recorded when all applicable eligibility 
requirements are met. When the provider is a government (including the government of the 
United States of America) the applicable recognition period for both, the provider and the 
recipient, is the provider's fiscal year and begins on the first day of that year. 

Voluntary nonexchange transactions (such as donations and certain grants and entitlements) result 
from legislative or contractual agreements, other than exchanges, entered into willingly by two or 
more parties. In these types of transactions, receivables and revenues are generally accounted for in 
the same manner as government-mandated nonexchange transactions discussed above. 

Receipts of any type of revenue sources collected in advance for use in the following period are 
recorded as deferred revenues. 

Events that are neither exchange nor nonexchange transactions are recorded when it is probable that a 
loss has been incurred and the amount of loss is reasonably estimable. 

The measurement focus and the basis of accounting used in the accompanying GWFS differ 
significantly from the measurement focus and basis of accounting used in the preparation of the 
accompanying GFFS. Therefore, the accompanying GFFS include reconciliations to bener identify 
the relationship between the GWFS and the GFFS. 

Governmental fund financial statements - The accompanying GFFS are reported using the current 
financial resources measurement focus and the modified accrual basis of accounting. Revenues are 
generally recognized as soon as they are both measurable and available. Revenues are generally 
considered to be available when they are collectible within the current year or soon enough thereafter 
to pay liabilities of the current year. For this purpose, the Municipality considers most revenues to be 
available if collected within 90 days after June 30, 2009, except for property taxes for which the 
availability period is 60 days. Revenue sources not meeting this availability criterion or collected in 
advance are recorded as deferred revenues at June 30, 2009. The principal revenue sources 
considered susceptible to accrual include property taxes, municipal license taxes, intergovernmental 
grants and contributions and interest income. These principal revenue sources meet both 
measurability and availability criteria in the accompanying GFFS, except for amounts recorded as 
deferred revenues. 

In a manner similar to the GWFS, but subject to and limited by the availability criteria discussed 
above, all revenues, expenses, gains, losses, assets and liabilities resulting from exchange and 
exchange-like transactions are also generally recorded when the exchange takes place. Accordingly, 
fees for licenses and permits, charges for services and miscellaneous revenues are recorded as 
revenues when collected because they are generally not measurable until actually received. 
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MUNICIPALITY OF GUANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

All revenues, expenses, gains, losses and assets resulting from nonexchange transactions are recorded 
in a similar manner to the GWFS, using the previously discussed criteria set forth by GASB No. 33 
for nonexchange transactions, but subject to and limited by the availability criteria discussed above. 
Accordingly, municipal license tax receivables and revenues are generally recorded when the 
underlying exchange has occurred. Property tax receivables are also generally recorded in the period 
when an enforceable legal claim has arisen while property tax revenues (net of amounts considered 
not collectible) are also generally recorded in the period when resources are required to be used or the 
first period that the use of the resources is permitted. Receivables and revenues from reimbursement­
type grants, contributions, donations and entitlements are also generally recorded as qualifying 
reimbursable expenditures are incurred, while receivables and revenues from other types of grants are 
recorded when all eligibility requirements imposed by the provider have been met. 

Interest income is recorded when earned only if collected within 90 days after year-end since these 
would be considered both measurable and available. 

Expenditures and related liabilities are generally recorded in the accompanying governmental fund 
financial statements in the accounting period in which the liability is incurred, as under the accrual 
basis of accounting, but only to the extent that they are normally expected to be liquidated with 
expendable financial resources. 

Modifications to the accrual basis of accounting include: 

• Employees' accumulated vacation, sick leave and compensatory time (compensated absences) is 
recorded as expenditure when consumed. The amount of the unpaid compensated absences has 
been reported only in the accompanying statements of net assets. 

• Principal and interest on bonds and notes payable are recorded when they mature (when payment 
is due), except for principal and interest due in July 1 of the following fiscal year, which are 
recorded when resources are available in the debt service fund (generally June 30). 

• Obligations under capital leases, amounts subject to claims and judgments under litigation and 
other long-term obligations are recorded only when they mature (when payment is due). 

Liabilities outside the bounds of these exceptions or modifications are reported as governmental fund 
liabilities when incurred (including salaries, professional services, supplies, utilities, etc.) since these 
liabilities normally are paid in a timely manner and in full from current financial resources. 

The measurement focus of the GFFS is on decreases in net financial resources (expenditures) rather 
than expenses. Most expenditures are measurable and are recorded when the related governmental 
fund liability is incurred. Allocation of costs, such as depreciation and amortization, are recorded in 
the accompanying statement of activities, but are not recorded in the accompanying GFFS. 

Under current standards all general capital assets and the unmatured long-term liabilities (determined 
using the modified accrual basis of accounting) are incorporated into the accompanying statement of 
net assets. 
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COMMONWEALTH OF P UERTO RICO 

MUNICIPALITY OF GUANICA, PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

e) Unrestricted and Restricted Deposits 

j) 

The Municipality's deposits are composed of cash on hand, demand deposits and cash equivalents in: 
{l) commercial banks, (2) the Government Development Bank for Puerto Rico (GDB), a 
governmental bank and a major component unit of the Commonwealth, who is statutorily designated 
as fiscal agent of the Municipality, and (3) the Municipal Revenue Collection Center (CRIM, by its 
Spanish acronyms), a governmental entity responsible for the imposition and collection of property 
taxes on behalf of all municipalities of Puerto Rico. 

The Municipality follows the practice of pooling cash. The balance in the pooled cash account is 
available to meet current operating requirements. Under the laws and regulations of the 
Commonwealth, public funds deposited by the Municipality in commercial banks must be fully 
collateralized for the amounts deposited in excess of the federal depository insurance generally 
provided by the Federal Deposits Insurance Corporation (FDIC). All securities pledged as collateral 
are held by the Secretary of the Treasury of the Commonwealth, in the Municipality' s name. 

Restricted assets include cash and cash equivalents in GDB and CRIM. These cash balances are 
classified as restricted assets since its use is limited for the specified purposes discussed below, which 
are established by applicable agreements or required by law. 

Restricted cash with fiscal agent in the general and debt service funds represent property tax 
collections which are retained and restricted for the payment of the Municipality's debt service, as 
established by law. Restricted cash in fiscal agent in other governmental funds consists of unspent 
proceeds of bonds and notes, and the balance of interest and noninterest bearing accounts which are 
restricted for: {l) the acquisition, construction or improvement of major capital assets and the 
operations of federal and state funded programs. 

Unrestricted and Restricted Accounts Receivable 

In the accompanying GWFS, recei vables consist of all revenues earned but not collected at June 30, 
2009. Major receivable balances for the governmental activities include property taxes and 
intergovernmental receivables. 

Restricted tax receivables in the debt service fund consist of uncollected property taxes, which are 
restricted for the payment of the Municipality' s debt service, as established by law. 

Intergovernmental receivables are composed of amounts owed to the Municipality for reimbursement 
of expenditures incurred pursuant to federal and state funded programs (recorded in the general fund, 
special revenue funds and capital project funds). 

These accounts receivables are stated net of estimated allowances for uncollectible accounts, which 
are determined, based upon past collection experience, historical trends, current economic conditions 
and the periodic aging of accounts receivable. 

ROMAN TORO & CO., CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 34 



-
-

-
-
-
-
-
-
-

-
..... 

-
-
-

COMMONWEALTH OF PUERTO Rico 
M UNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

Activities among 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." Advances 
between funds, as reported in the GFFS, are offset by a fund balance reserve account in applicable 
governmental funds to indicate that they are not available for appropriation and are not expendable 
available financial resources. 

g) Inventories 

The Municipality purchases gasoline, oil and other expendabl.e supplies held for consumption. The 
cost of those purchases is recorded as expenditure when incurred in the appropriate fund but the year­
end inventory is not recorded in the Statement of Net Assets, as management believes is not 
significant. 

h) Deferred Charges 

i) 

Deferred charges capitalized in the accompanying statement of net assets consist of bond issuance 
costs, net of accumulated amortization. Deferred charges are amortized over the term of the related 
debt using the straight-line method. In the GFFS, bond issuance costs are recognized in the current 
period as expenditures, whether or not withheld from the actual debt proceeds received. 

Capital Assets 

Capital assets used in governmental act1v1t1es include land and land improvements, buildings, 
structures and building improvements, machinery and equipment, furniture and fixtures, licensed 
vehicles, construction in progress, and infrastructure. These assets are capitalized and reported in the 
accompanying statement of net assets. Infrastructure assets are generally stationary in nature and 
include roads, bridges, streets and sidewalks, drainage systems and other similar assets. 

The Municipality defines capital assets as assets with an individual cost of $500 or more at the date of 
acquisition or construction, and with useful lives extending beyond one year. All assets with 
individual costs under $500 or with useful lives not exceeding one year, are charged directly to 
expense in the accompanying statement of activities. In the governmental funds, all capital assets are 
recorded as expenditures. 

In the statement of net assets, all capital assets are recorded at cost or estimated historical cost if 
actual cost was unavailable, except for donated capital assets, which are recorded at their estimated 
fair value at the date of donation. Estimated historical costs based on deflated current costs were used 
to value a significant portion of the infrastructure and certain land, buildings, structures and building 
improvements constructed or acquired prior to June 30, 2002. The method to deflate the current costs 
using an approximate price index was used only in the case of certain items for which their historical 
cost documentation was not available. Actual historical costs were used to value the infrastructure, 
land, building, structures, building improvements, construction in progress, machinery and equipment 
and licensed vehicles constructed or acquired during or after the year ended June 30, 2003. 
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Notes to Basic Financial Statements 

June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

Major outlays for capital assets and improvements are capitalized in the statement of net assets as 
projects are constructed. The costs of normal maintenance and repairs that do not add value to the 
asset or materially extend capital asset lives are not capitalized. 

Depreciation and amortization expense is recorded only in the government-wide statement of 
activities. However, there is no depreciation or amortization recorded for land and construction-in­
progress. Depreciable capital assets are generally depreciated or amortized over their estimated useful 
lives under the straight - line method, except for machinery and equipment held under capital leases 
which is depreciated over the shorter of its estimated useful life or the lease term. The estimated 
useful lives of major capital asset categories are: 

Land improvements 

Buildings, structures and building improvements 

Infrastructure 

Licensed vehicles 

Machinery and equipment, excluding those 

held under capital leases 

20 

30 to 50 

20 to 50 

8 

5 to 20 

Depreciation and amortization expense on capital assets are recorded as direct expenses of the 
function/program specifically identified with the asset. Depreciation and amortization of 
infrastructure is not allocated to various functions/programs but reported as direct expenses of the 

- urban and economic development function. 

-

-
-
-
-

j) Deferred Revenues 

The Municipality reports deferred revenue on its GFFS and GWFS. In the GFFS, deferred revenue 
arises when: 

• Potential revenue does not meet both the " measurable" and "available" criteria for revenue 
recognition in the current period. As previously discussed, available is defined as due (or past 
due) at June 30, and collected within 90 days (60 days for property taxes) thereafter to pay 
obligations due at June 30, or; 

• The Municipality receives revenues before allowable expenditure are incurred. In subsequent 
periods, when the revenue recognition criterion is met, the liability for deferred revenue is 
removed and revenue is recognized. 

Deferred revenues at the government-wide level arise only when the Municipality receives resources 
before allowable expenditure are incurred. 
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COMMONWEALTH OF PuERTO Rico 
M UNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

k) Compensated Absences 

I) 

The Municipality's employees accumulate vacation, sick leave and compensatory time based on 
continuous service. Compensated absences are recorded as a liability if (l)are earned on the basis of 
services already performed by employees, (2) it is probable that will be paid (in the form of paid time 
off, cash payments at termination or retirement, or some other means) and (3) are not contingent on a 
specific event (such as illness). 

The compensated absences are accumulated on the basis of 2Yi days per month of vacation and I Yi 
days per month of sick pay and compensatory time up to a maximum of 60 days of vacations and 90 
days of sick leave. Upon separation from employment the accumulated vacations are liquidated up to 
the maximum number of days. Accumulated sick leave, which is accrued based on all vesting 
amounts for which payment is probable, is liquidated to employees with I 0 years or more service up 
to the maximum number of days. 

The accrual of compensated absences includes estimated payments that are related to payroll. The 
entire compensated absence liability is reported on the government-wide financial statements. For 
governmental fund financial statements, the current portion of unpaid compensated absences is the 
amount that is normally expected to be paid using expendable available financial resources. The non­
current portion of the liability is not reported. 

Long-term Debt 

The long-term liabilities reported in the accompanying statements of net assets include the 
Municipality' s bonds, notes, obligation under capital leases, compensated absences and legal claims 
and j udgrnents . 

All long-term debt to be repaid from governmental resources is reported as liabilities in the 
accompanying statement of net assets. Principal and interest payments on bonds due in July I of the 
following fiscal year, are recorded as fund liabilities in the GFFS when resources are available in the 
debt service fund (generally at June 30). In the GFFS, the face amount of debt issued is reported as 
other financing sources when issued . 

In the GWFS debt issuance costs are reported as deferred charges and are amortized under the 
straight-line method over the life of the debt while in the GFFS such costs are recognized as 
expenditures during the current period. 

m) Leases 

The Municipality classifies its lease agreements either as operating or capital leases. Capital lease 
agreements are non-cancelable and involve, substance over form, the transfer of substantially all 
benefits and risks inherent in the ownership of the leased property, while operating leases do not 
involve such transfer. Accordingly, a capital lease involves the recording of an asset and a related 
lease liability at the inception of the lease. According to GAAP, the Municipality classifies a lease 
agreement as a capital lease if at its inception the lease meets one or more of the following four 
criteria: 
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MUNICIPALITY OF GUANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

• By the end of the lease term, ownership of the leased property is transferred to the Municipality. 
• The lease agreement contains a bargain purchase option. 
• The lease term is substantially equal (75% or more) to the estimated useful life of the leased 

property. 
• At the inception of the lease, the present value of the minimum lease payments, with certain 

adjustments, is 90% or more of the fair value of the leased property. 

Although the Municipality is prevented legally from entering into obligations extending beyond the 
current year budget, most capital lease agreements entered by the Municipality contain fiscal funding 
clauses or a cancellation clause that makes the continuation of the agreements subject to future 
appropriations. Leases that meet at least one of the aforementioned four criteria and have fiscal 
funding or cancellation clauses have been recorded as capital leases in the accompanying GWFS, 
since the likelihood of invoking the provision is considered to be remote. The Municipality's lease 
agreements do not include contingent rental payments nor escalation clauses. 

In the GWFS, the obligation under capital leases is recorded at the lesser of the estimated fair value of 
the leased property or the present value of the minimum lease payments, excluding any portion 
representing executory costs and profit thereon to be paid by the lessor. A portion of each minimum 
lease payment is allocated to interest expense and the balance is applied to reduce the lease liability 
using the effective interest method. 

In the GFFS, the net present value of the minimum lease payments at the inception of the capital lease 
is recorded simultaneously as (I) expenditure and (2) other financing source. Minimum lease 
payments are recorded as expenditures in the GFFS. 

n) Accounting for Pension Costs 

The Commonwealth of Puerto Rico is considered to be the sponsor of the Employees' Retirement 
System of the Government of Puerto Rico and its Instrumentalities (ERS) and System 2000, the two 
retirement systems in which the employees of the Municipality participate. Accordingly, the 
Municipality is considered a participant and not a sponsor of these retirement systems since the 
majority of the participants in the aforementioned pension trust funds are part of the financial 
reporting entity of the Commonwealth. Accordingly, no portion of the net pension obligation (NPO) 
related to ERS has been allocated to the Municipality in the accompanying basic financial statements. 
The basic financial statements of the Commonwealth account for the total amount of the net pension 
obligation of ERS, including any amount that may be allocated to the Municipality. 

The Municipality accounts for pension costs from the standpoint of a participant in a multiple­
employer cost-sharing plan. Accordingly, pension costs recognized in the accompanying basic 
financial statements are equal to the statutorily required contributions, wi th a liability recorded for 
any unpaid required contributions. 
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Notes to Basic Financial Statements 
June 30, 2009 

- - - - - - --

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

o) Risk Management 

The Municipality carries commercial insurance covering casualty, theft, tort claims and other losses. 
Insurance policies are negotiated by the Puerto Rico Treasury Department (the Treasury Department) 
on behalf of all municipalities of Puerto Rico. The Treasury Department pays the insurance premiums 
on behalf of the Municipality and then is reimbursed each year through monthly equal payments 
deducted from the Municipality's gross property tax collections made by CRIM. 

The Municipality carries insurance coverage for death and bodily injuries caused by automobile 
accidents. This insurance is obtained through the Automobile Accidents Compensation 
Administration ("ACAA", by its Spanish acronym), a discretely component unit of the 
Commonwealth. This insurance is compulsory for all licensed vehicles used on public roads and 
highways in Puerto Rico. The annual premium is $35 per licensed motor vehicle, which is paid 
directly to ACAA. 

The Municipality obtains workers ' compensation insurance coverage through the State Insurance 
Fund Corporation ("FSE" by its Spanish acronym), a component unit of the Commonwealth. This 
insurance covers workers against injuries, disability or death because of work or employment-related 
accidents, or because of illness suffered as a consequence of their employment. Workers' 
compensation insurance premiums are also paid through monthly deductions made by CRIM from the 
Municipality's gross property tax collections. 

The Municipality obtains unemployment compensation, non-occupational disability, and drivers' 
insurance coverage for its employees through various insurance programs administered by the 
Commonwealth's Department of Labor and Human Resources (DOL). These insurance programs 
cover workers against unemployment and provide supplementary insurance coverage for temporary 
disability, or death because of work or employment-related accidents, or because of illness suffered as 
a consequence of their employment. Unemployment compensation, non-occupational disability and 
drivers' insurance premiums are paid directly to DOL on a quarterly basis. 

The Municipality also obtains medical insurance coverage for its employees. The current insurance 
policies have not been canceled or terminated at June 30, 2009. In the past three years, the 
Municipality has not settled claims that exceeded insurance coverage. 

p) Reservations of Fund Balances 

Reservations of fund balances represent portions of fund balances that are legally segregated for 
specific future uses or are not appropriated for expenditure. The Municipality has the following types 
of reservations of fund balances: 

• Encumbrances - Represent future expenditures under purchase orders, contracts and other 
commitments. These committed amounts represent reservations of unexpired appropriations and 
generally will become liabilities in future periods as the goods or services are received. 

• Capital Proj ects - Represent the reservation of amounts to be used for future expenditures for 
capital projects under contracts and other commitments. These committed amounts generally 
will become liabilities in future periods as the projects are completed. 

• Debt Service - Represent fund balances available to finance future debt service payments. 
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COMMONWEAL TH OF PUERTO Rico 
M UNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

• Other Specified Purposes - Represent resources set aside for use in federal and state grant 
programs accounted for in the special revenue funds. 

q) Interfund Activities 

r) 

Permanent reallocations of resources among the Municipality's funds are classified as interfund 
transfers. The Municipality has the following types of activities recorded among funds in the 
accompanying GFFS: 

• Operating Transfers - Represent legally required transfers that are reported when incurred as 
"operating transfers-in" by the recipient fund and as "operating transfer-out" by the disbursing 
fund. 

• Intra-entity Activities - Represent transfers among funds that are reported as interfund transfers 
with receivables and payables presented as amounts due to and due from other funds. 

• Advances - Represent amounts advanced among funds, which are not considered to be currently 
available financial resources. 

ln the GFFS, interfund activity has not been eliminated, as permitted by GAAP. 

Use of Estimates 

The preparation of the accompanying basic financial statements in conformity with GAAP requires 
management to make significant estimates and assumptions that affect the reported amounts of assets 
and liabilities and the disclosure of contingent assets and liabilities at the date of the basic financial 
statements, and the reported amounts of revenue and expenses during the reporting period. Actual 
results could differ from those estimates. 
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Notes to Basic Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED 

s) Future Adoption of Accounting Pronouncements 

The GASB has issued the following statements, which the Municipality has not yet adopted: 

Statement 
Number 

51 

52 

53 

54 

55 

56 

Statement Name 

Pension Disclosures- an amendment of 
GASB Statements No. 25 and No. 27 

Land and Other Real State Held as Investments 
By Endowments 

Accounting and Financial Reporting for Derivative 
Instruments 

Fund balance Reporting and Governmental Fund Type 
Definitions 

The Hierarchy of Generally Accepted Accounting Principles 
For State and local Governments 

Codification of Accounting and Financial Reporting 
Guidance 

Adoption 
Required in 
Fiscal Year 

2009-10 

2009-10 

2010-1 1 

2011-12 

Immediately 

Immediately 

The impact of these statements on the Municipality's financial statement has not yet been determined. 
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MUNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

2. CUSTODIAL CREDIT RISK - 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. The Municipality maintains cash deposits in commercial and governmental banks located in 
Puerto Rico. 

Under Commonwealth of Puerto Rico statutes, public funds deposited in commercial banks must be fully 
collateralized for the amount deposited in excess of federal deposit insurance. All securities pledged as 
collateral by the Municipality are held by the Secretary of Treasury of Puerto Rico in the Municipality's 
name. At year end the Municipality's bank balance in commercial banks amounts to $1,368,399. 
Deposits in governmental banks (all of which are uninsured and uncollaterized are exposed to custodial 
risk. At year end the Municipality's bank balance in governmental banks amounts to $3, 124,921. 

3. DUE FROM (TO) GOVERNMENT AL ENTITIES 

A. Amounts due from governmental entities as of June 30, 2009 follows: 

Commonwealth Federal 

Government Government 

Municipal Revenue Collection Center (CRIM) - property 
taxes (debt service fund) 

Office of Commissioner of Municipal Affairs - CDBG 

US Department of Housing and Urban Development -
Section 8 

US Department of Commerce - EDA 

Puerto Rico Police Department - Public Order Code 

Others 

Puerto Rico Electric Power Authority (PREP A) 

$ 5,1 50 

1,205 

157,708 

164 063 
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Notes to Basic Financial Statements 
June 30, 2009 

3. DUE FROM (TO) GOVERNMENT AL ENTITIES, continued 

B. Amounts due to other agencies as of June 30, 2009 follows: 

Puerto Rico Aqueduct and Sewer Authority (PRASA) 
Puerto Rico Telephone Company 
Puerto Rico General Services Administration 
Puerto Rico Employee Retirement System 

Administration 
Puerto Rico Industrial Development Corporation 

(PRIDCO) 
Unemployment 
Other entities 

4. INTERFUND TRANSACTIONS 

a. Due from/to other funds: 

Commonwealth 
Entities 

$ 117,614 
72,397 

390,798 

390,073 

161 ,847 
150,980 
53,231 

$_1,336.940 

Amounts due from/to other funds represent temporary advances to other funds for payroll and payroll 
taxes expenditures and to record the overdrawn of pool cash by the general fund to other special funds as 
follows: 

Receivable Fund 

General Fund 
General Fund 
General Fund 
General Fund 
General Fund 
Other governmental 

funds - others 
Major Fund - State 

Legislative Joint 
Resolutions 

Other governmental 
funds - others 

Other governmental 
funds - others 

Total 

Payable Fund 

Major fund - State Legislative Joint Resolutions 
Capital Improvement loan fund 
Other governmental funds - others 
Section 8 
Major Fund - State Legislative Joint Resolutions 

Major Fund - State Legislative Joint Resolutions 

General Fund 

CDR 

Other minor funds 
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Amount 

$ 395,791 
128,426 
745,563 

4,258 
200,576 

204,541 

2,021 ,496 

167,649 

5,68 1 

$ 3.813.981 
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Notes to Basic Financial Statements 
June 30, 2009 

INTERFUNDS TRANSACTIONS, CONTINUED 

b. Operating transfers: 

Transfers between individual funds were made for operational purposes. Transfers includes: interest 
earned on restricted cash with fiscal agents in the debt service fund and operating and capital 
improvement loans in other governmental funds which is transferred to the general fund; principal and 
interest payments of general long term debt transferred from the general fund to the debt service fund; 
and transfers of funds from general fund to other special funds for matching purposes or to finance 
unreimbursable funds from governmental agencies. 

CAPITAL ASSETS 

Capital assets and depreciation as of and for the year ended June 30, 2009 is as follows: 

Balance, 
June 30, 2008 Increases Decreases 

Government activities 

Capital Assets not being depreciated: 
Land $ 372.684 $ 22 1,000 $ 
Construction in progress 2,874,933 1.739,648 - --
Total Capital Assets not being depreciated: $ 3,247.617 $1.960.648 _$_ 

Capital As ets being depreciated: 
Building, Structures and building 

improvements $10,281,994 $ 
Infrastructure 7,468, 153 1,489,864 
Land improvements 2,892,996 
Licensed vehicles 1,908,210 26,452 
Machinery and equipment 2,012, 180 61 ,786 
Equipment under capital leases 43.571 ----

Total Capital Assets being depreciated: $24,607, 104 $1,578.102 _$ __ -

Less accumulated depreciation for: 
Building, Structures and building 
improvements $ 2,925.247 $ 207,395 $ 

Infrastructure 1,527,872 183,055 
Land improvements 2, 164,639 86,960 
Licensed vehicles 1,209,925 11 8,842 
Machinery and equipment 910,555 132,557 
Equipment under capital leases 38 070 ----

Total accumulated depreciation $ 8.776,308 $ 728,809 _$_ 

Total capital assets, being depreciated, net $15.830.796 $ 849.293 _$ __ 

Governmental activities capital assets, net $19,078,413 $2,809,941 $ -
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Balance 
June 30, 2009 

$ 593 ,684 
4,614,581 

$ 5.208.265 

$10,281,994 
8,958,017 
2,892,996 
1,934,662 
2,073,966 

43.571 
$26, 185.206 

$ 3,132,642 
1,710,927 
2,25 1.599 
1,328,767 
1,043,112 

38.070 
$ 9,505,117 

$ 16,680,089 

$2 1,888,354 
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Notes to Basic Financial Statements 
June 30, 2009 

5. CAPITAL ASSETS, continued 

Depreciation and amortization of capital assets was charge to functions/activities m the 
accompanying government-wide statement of activities as follows: 

General Government 
Public Safety 
Public Worlcs 
Health and Welfare 
Culture and education 
Urban and economic development 

6. DEFERRED REVENUES 

$ 151 ,499 
101 ,398 
187,508 
35, 181 

208,447 
44 776 

728 809 

The Municipality reports deferred revenue on its GFFS and GWFS as follows: 

EDA Fund 
Unearned volume of municipal license taxes 
Federal Emergency Management Agency 
Sendec 
Rural Development Corporation 
Solid Waste Authority Fund 

Revenues not 
available 

$ 
242,11 8 

242 118 

Revenues received 
before allowable cost 

are incurred 

$ 28,463 

123,305 
17,365 

339,839 
4 067 

513 039 
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COMMONWEALTH OF PUERTO Rico 
MUNICIPALITY OF GUANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

The Municipality's Legislature is legally authorized to determine the contracting of debts of the 
Municipality. Nevertheless, the laws and regulations of the Commonwealth also provide that: 

• Direct obligations of the Municipality (evidenced principally by bonds and notes) are backed 
by the full faith, credit and taxing power of the Municipality; and 

• Direct obligations are not to be issued if the amount of the principal of, and interest on, such 
bonds and notes (and on all such bonds and notes issued thereafter) which are payable in any 
fiscal year, together with any amount paid by the Municipality in the preceding fiscal year 
on account of bonds or notes guaranteed by the Municipality, exceed 10 percent of the total 
assessed value of the property located within the Municipality plus the balance of the ad 
valorem taxes in the debt service fund, for bonds payable to be repaid with the proceeds of 
property taxes restricted for debt service. 

In addition, before any new bonds or notes are issued, the revenues of the debt service fund should be 
sufficient to cover the projected debt service requirement. At June 30, 2009, the Municipality is in 
compliance with the debt limitation requirements. 

Bonds and notes payable and other debt outstanding at June 30, 2009 are as follows: 

$375,000 series of 1992, payable in annual installments of $25,000 to $50,000 until July 1, 
2009, interest from 5% to 7.8 1 % $ 50,000 

$530,000 series of 2002, payable in annual installments $10,000 to $40,000 until July 1, 
2026, interest from 2.7% to 5.6% 445,000 

$1,3 10,000 series of 2005, payable in annual installments of $35,000 to $ 105,000 until July 
l , 2025, interest from 4.23% to 5.33% 1,200,000 

$335,000 series of 2007, payable in annual installments of $60,000 to $80,000 until July 1, 
201 1, interest from 6.6% to 7.5% 215,000 

$7 10,000 series of 2008, payable in annual installments of $10,000 to $60,000 until July I, 
2032, interest from 7% to 7.5% 

$1, 125,000 series of 1995, payable in annual installments of $20,000 to $1 10,000 until July 
I, 20 16 interest from 4.7% to 6.63% 

$135,000 series of 2000, payable in annual installments of $ 10,000 to $20,000 until July 1, 
2009, interest from 5% to 7.8 1% 

$1, 740,000 series of 2002, payable in annual installments of $10,000 to $130,000 until July 
l, 2026, interest from 5% to 6% 

$1,270,000 series of 2008, payable in annual installments of $15,000 to $110,000 until July 
l , 2032, interest from 7% to 7 .5% 
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700,000 

660,000 

20,000 

1,475,000 

1,270,000 
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Notes to Basic Financial Statements 
June 30, 2009 

7. LONG-TERM DEBT, continued 

$805,000 series of 2008, payable in annual installments of $10,000 to $70,000 until July I, 
2032, interest from 7% to 7.5% 

$1 ,210,000 series of 2008, payable in annual installments of $85,000 to $210,000 until July 
I , 2017, interest from 7% to 7 .5% 

$145,000 series of 2005, payable in annual installments of $10,000 to $20,000 until July I , 

805 ,000 

1,2 10,000 

2014, interest from 5% to 8% 95,000 

Total bonds payable 145 000 

Loan for pavment of legal settlement - On December I, 2003, the Municipality obtained 
a loan from the Puerto Rico Treasury Department to pay a legal settlement related to the 
Federal Civil Case No. 01-2692 (JP). The face amount of the loan was $2,000,000 at no 
interest. This note has an imputed interest rate of 3.00% and was originally recorded at its 
present value of $1 ,635,177, net of an unamortized discount of $364,823 , at inception. $1 ,374,775 

Financing of the excess of property tax advances over collections - On November 4, 
1999 the Municipality entered into a financing agreement with the Puerto Rico Treasury 
Department to pay a debt related to the excess of property tax advances over collections 
made by the Puerto Rico Treasury Department prior to the creation of CRIM in 1993. 370,911 

The Municipality entered into a financing agreement with the Puerto Rico Department of 
Labor for a total amount of $657,139 for unemployment benefits paid by the 
Commonwealth of Puerto Rico in behalf of the Municipality. The agreement is payable in 
monthly installments of $15,059, including interest of 11.08% and due on October 5, 2010. 176,544 

The Municipality entered into a financing agreement with the Puerto Rico Water and Sewer 
Authority for a total amount of $60,000. The agreement is payable in monthly installments 
of$5,000, due on October 1, 2009. 20,000 

The Municipality entered into a financing agreement with Puerto Rico Water and Sewer 
Authority for a total amount of $80,000. The agreement is payable in monthly installments 
of $5,000 due on April 20 I 0. 

On October 22, 2003, the Municipality acquires a parcel of land from the Puerto Rico Land 
Authority in the amount of $250,000 for which the Municipality issue a note payable. The 
note bears no interest and has an imputed interest rate of 6.00. The note was originally 
recorded at its present value of $135,020, net of an unamortized discount of $114,980, at 
inception. 

$1 ,061 ,453 note payable that represents a repayment agreement with GOB and CRIM to 
repay the excess of property taxes advances from fiscal years up to 2001. The repayment 
agreement is payable in annual aggregate principal installments of $77,700 approximately, 
plus interest rate of 6.25% until July I , 2032. 
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COMMONWEAL TB OF PuERTO Rico 
M UNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

7. LONG-TERM DEBT, continued 

Note payable of$187,730 represents a financing agreement with CRIM to the repayment of 
catastral digitalization. The agreement is due in semester payment of $17,805 until 
November 28, 2011 at interest rate of 6%. 

Total notes payable 

Other Long-Term Debts 

48,452 

$3,141,414 

Note payable to FEMA - This amount represent final disallowed costs as determined by an audit 
performed by the Governor's Authorized Representative (GAR) of FEMA funds related to Hurricane 
Georges. As of June 30, 2009, the outstanding balance amounts to $750,467. The Municipality intends to 
pay the amount through a payment plan with FEMA which will be financed with unrestricted funds. 

Compensated absences - Includes accrued vacations, sick leave benefits and other benefits with similar 
characteristics such as compensatory time, represents the Municipality's commitment to fund such costs 
from future operations. As of June 30, 2009, the outstanding balance amounts to $ 1,438,637. This amount 
will be repaid with unrestricted funds. 

Other claims and judgments - Represent the final costs of legal cases paid subsequent to June 30, 2009 
and other claims outstanding as of that date. The awarded amounts will be paid with unrestricted funds. 
As of June 30, 2009, the outstanding balance amounts to $ 106,658. 

The Municipality levies an annual special tax of 1.25% of the assessed value of real property. The 
proceeds of this tax are required to be credited to the Debt Service Fund for payment of general obligation 
bonds and notes of the Municipality. The property taxes are collected and retained by the CRIM. 

Primary Government 

Governmental Activities: 
Bonds payable 

Other Long- Term Liabilities: 
Treasury Department: 

Loan for payment of legal 
Settlement 
Excess of property taxes 

PR Labor Department 
PR Land Authority 
CRlM-Law 42 
CRIM-LIM S 
CRIM-Del inquent accounts 
CRIM-Excess of property tax 

advances 
PR Water and Sewer Authority 
Payable to FEMA 
Compensated absences 
Claims and judgments 
Obligation under capital leases 
Chrisnnas bonus 

Total other liabilities 

Total noncurrent liabilities 

Beginning 
Balance 

$ 8,450.000 

1,424,775 
449, 165 
357,257 
11 8,064 
980,524 

55,73 1 
83,527 

20,000 
750,467 

1,409,895 
64,524 

187,001 

5,900,930 

Additions 

$ 

50,000 

28,742 
42,134 

120,876 

$12Q 816 

Payments 

$305.000 

50,000 
78,254 

180,713 

17,856 
7.279 

83,527 

37 769 

455,398 

$76Q.328 

Ending 
Balance 

$ 8.145.000 

1,374,775 
370,911 
176,544 
11 8,064 
962,668 

48,452 

70.000 
750,467 

1,438,637 
106,658 

149,232 

5,566,408 

$1311 1 ~Q8 

Due lvithin 
one year 

$ 440,000 

19,565 
15,666 

70,000 

149,232 

254,463 

$624.463 
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COMMONWEALTH OF P UERTO Rico 
M UNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

7. LONG-TERM DEBT, continued 

The annual requirements for the amortization of bonds payable at June 30, 2009 are as follows: 

2010 
2011 
20 12 
20 13 
2014 
2015-2019 
2020-2024 
2025-2029 
2030-2034 

8. PROPERTY TAXES 

Bonds Payable 

Principal 

$ 455,000 
405,000 
445,000 
390,000 
420,000 

2,065,000 
1,555,000 
1,445,000 

855.000 

$8.035.000 

Interest 

$ 422,239 
506,066 
478,421 
449,986 
395,822 

1,701,678 
1,073, 102 

561,064 
166.8 15 

$5.755.193 

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto Rico is responsible 
for the assessment, collection and distribution of real and personal property taxes. The tax on personal 
property is self-assessed by the taxpayer. The assessment is made on a return, which must be filed with 
the CRIM by May 15 of each year and is based on the current value at the date of the assessment. Real 
property is assessed by the CRIM. The tax is general assessed on January 1 on all taxable property 
located within the Municipality and is based on the current value existing in the year 1957. For personal 
property the tax is due with the return filed on or before May 15. Taxes on real property may be paid on 
two equal installments, July 1st and January 151, following the assessment date. 

The tax rates in force as of June 30, 2009 are 8.78% for real property (of which 8.58% is paid by the 
taxpayer and .20% is reimbursed by the Puerto Rico Treasury Department) and 6.58% for personal 
property (of which 6.38% is paid by the taxpayer and .20% is reimbursed by the Puerto Rico Treasury 
Department). For both tax rates 1.03% belongs to the Commonwealth and 7.75% and 5.75%, respectively, 
belongs to the Municipality. Of the portion belonging to the Municipality, 6% on real property and 4% on 
personal property represents the Municipality's portion which is appropriated for general purposes and 
accounted in the general fund. The remaining portion of 1.75% on both tax rates belonging to the 
Municipality is restricted for debt service and accounted in the debt service fund. 

Residential real property occupied by its owner is exempt by law from property taxes on the first $ 15,000 
of the assessed value. For such exempted amounts, the Puerto Rico Department of Treasury assumes 
payment of the basic tax to the Municipality, except for residential units assessed at less than $3,500 on 
which a complete exemption is granted. Revenue related to exempt property is recorded in the General 
Fund. The Municipality grants a complete exemption from personal property taxes up to an assessment 
value of $50,000 to retailers with annual net sales of less than $150,000. 
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COMMONWEALTH OF PUERTO Rico 
M UNICIPALITY OF G UANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

PROPERTY TAXES, continued 

The CRlM advances funds to the Municipality based on an estimate of special governmental subsidies 
and the property taxes to be levied and which are collected in subsequent periods. This distribution 
includes advances of property tax and amounts of municipal equalization fund from the Commonwealth 
government. 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. The CRlM prepares a preliminary settlement not later than three months after 
fiscal year-end and a final settlement not later than six months after fiscal year-end. If actual collections 
exceed the advances a receivable from CRIM is recorded. However, if advances exceed actual collections, 
a payable to CRIM is recorded. The Municipality has a net payable to the CRIM of $56, 138 resulting 
from the final settlement for fiscal year 2004-2005. The total amount is recorded as a long term debt in the 
government-wide statement since will not be paid with expendable available resources. 

9. SALES AND USE TAX 

On July 4, 2006 the Commonwealth Legislature approved Act No. 117 ("Act 117") which amends the Puerto 
Rico Internal Revenue Code of 1994 to provide, among other things, for a sales and use tax of 5.5% to be 
imposed by the Commonwealth Government. Act 11 7 also authorizes each municipal government to impose a 
municipal sales and use tax of 1.5% This municipal sales and use tax has in general the same tax base and 
limitations (except for unprocessed foods) as those provided by the Commonwealth's sales and use tax. 

Section 6189 of the Puerto Rico Internal Revenue Code of 1994, as amended, authorizes the Municipalities in 
Puerto Rico to impose a sales and use tax to consumers. This tax must be imposed in conformity with the base, 
exemptions and limitations contained in Subtitle BB of the Code. The municipal sales and use tax is specifically 
imposed over all sales transactions of taxable items and combined transactions (as defined by the municipal 
internal regulation) taken place within municipal limits. The municipal sales and use tax is also specifically 
imposed over the purchase price for the use. storage or consumption of taxable transactions (as defined by the 
municipal internal regulation) taken place within Municipal limits. 

On July 29, 2007 the Commonwealth Legislature approved Act No. 80 ("Act 80") which amend Act No. 117 of 
July 4, 2006 to impose to all the Municipalities of Puerto Rico a uniform municipal sales and use tax of 1.5%. 
Effective August 1, 2007 1 % of the 1.5% is collected by the Municipalities and the remaining .5% of the 1.5% 
is collected by the Puerto Rico Department of Treasury (PRDT). Act 80 also provides for restrictions on the use 
of the sales tax, which is required be invested in solid waste and recycling programs, capital improvements and 
health and public safety costs. 

Amount collected by the PRDT (the remaining .5% of the 1.5%) is deposited in accounts or special funds in the 
Governmental Development Bank of Puerto Rico ("GDB"), subject to restrictions imposed and distributed as 
follows: 

• .2% of the .5% will be deposi ted in a "Municipal Development Fund" to finance costs as restricted 
by the Act, 

• .2% of the .5% will be deposited in a "Municipal Redemption Fund" to finance loans to 
Municipalities subject to restrictions imposed by the Act and, 

• .1 % of the .5% will be deposited in a " Municipal Improvement Fund" to finance capital 
improvement projects; the e funds will be distributed based on legislation from the 
Commonwealth's Legislature 
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COMMONWEAL TH OF PUERTO Rico 
MUNICIPALITY OF G UAN1CA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

10. MUNICIPAL LICENSE TAXES 

The Municipality is authorized by Law No. 81 to impose and collect municipal license taxes on all trade 
or business activities operated by any natural or legal person within the territorial area ofGuanica. This is 
a self-assessed tax generally based on the business volume measured by gross sales. The Municipality 
establishes the applicable tax rates. At June 30, 2005, the municipal tax rates imposed by the 
Municipality were 1.50% for financing institutions and 0.50% for other types of taxpayers. Any 
taxpayers that have been granted with partial tax exemptions under any of the incentive tax laws of the 
Commonwealth ultimately pay municipal license taxes at reduced tax rates, generally between 60% and 
90% under standard rates. 

Each taxpayer must asses his/her corresponding municipal license tax by declaring his/her volume of 
business through a tax return to be filed every April 15 based on the actual volume of business generated 
in the preceding calendar year. Taxpayers with a sales volume of$ l million or more must include audited 
financial statements with their tax returns. The tax can be paid by the taxpayer in two equal installments 
due on July 15 and January 15, subsequent to the filing of the declaration. The first installment of the tax 
covers the six-month period ended December 31 , subsequent to the filing date of the declaration, whi le 
the second installment of the tax covers the six-month period ended June 30 of the subsequent calendar 
year. If a taxpayer elects to pay the tax in full on the filing date of the declaration (generally April 15), a 
5% discount is granted automatically on the total tax amount due. 

Any municipal license taxes collected in advance (that is, pertaining to a future period) are recorded as 
deferred revenues. Deferred municipal license tax revenues recorded in the accompanying GWFS and 
GFFS amounted to $242, 118 at June 30, 2009, which represents municipal licenses collected in advance 
for the taxable year 2008-2009. 

11. INTER GOVERNMENT AL REVENUES 

Intergovernmental revenues in the General Fund are comprised of the following: 

Amount of municipal equalization fund and subsidy send by CRIM 
Compensation in lieu of tax from the Puerto Rico Electric Power Authority 

(PREP A) 
Reimbursement from Commonwealth Government - Christmas Bonus 

expenditures 
State Grant from PR Health Department 

Total 

Amount 

$4,262,353 

1,415,082 

149,232 
1,393.590 

$7.220.257 
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COMMONWEALTH OF PUERTO Rico 
MUNICIPALITY OF GUANJCA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

12. EMPLOYEES RETIREMENT SYSTEM 

Description of the Plan 

Employees of the Municipality participate in the Employee's Retirement System of the Government of 
Puerto Rico and its Instrumentalities (ERS). The ERS is cost-sharing multiple-employer defined benefit 
pension plan sponsored by the Government under the Act No. 447, approved on May 15, 1951, as 
amended. ERS covers all regular employees of the Government and its instrumentalities and of certain 
municipalities and components units not covered by their own retirement systems. 

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of 
Agencies and Public Instrumentalities, Assistants to the Governor, the Comptroller of the Puerto Rico, 
Gubernatorial Board and Committee appointees and Experimental Service Station employees. 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 at least 55 years of age and have completed at least 25 years of creditable 
service or members who have attained at least 58 years of age and have completed at least 10 years of 
creditable service are entitled to an annual benefit, payable monthly for life. The amount of the annuity 
shall be l .5% of the average salary, as defined, multiplied by the number of years of creditable service up 
to 20 years, plus 2% of the average salary, as defined, multiplied by the number of years of creditable 
service in excess of 20 years. In no case will the annuity be less than $200 per month. 

Participants who have completed at least 30 years of creditable service are entitled to receive the Merit 
Annuity. Participants who have not attained 55 years of age will receive up to a maximum of 65% of the 
average salary, as defined, or if they have attained 55 years of age will receive up to a maximum of75% of 
the average salary, as defined. Disability retirement benefits are available to members for occupational 
disability up to a maximum benefit of 50% of the average salary, as defined. However, for non­
occupational disability, a member must have at least l 0 years of creditable services. 

The contribution requirements for both employees and employers are established by law and are not 
actuarially determined. Employees are required to contribute 5. 775% for the first $550 of monthly salary 
plus 8.275% for the excess of this amount, or on the alternative, 8.275% of their monthly gross salary. The 
Municipality is required by Act No. 447 to contribute 9.275% of its employees' gross salaries. 

Act No. 1 of 1990 made certain amendments applicable to new participants joining the ERS effective 
April 1, 1990. These changes consist principally of the establishment of contributions at 8.275% of their 
monthly gross salary, an increase in the retirement age to 65 , a decrease in the annuity benefit to 1.5% of 
the average salary, as defined, for all years of creditable services, a decrease in the maximum disability, 
and death benefits annuities from 50% to 40% of average salary, as defined, and the elimination of the 
Merit Annuity for participants who have completed 30 years of creditable services. 

Law Number 305 was enacted on September 24, 1999, amended the Act Number 447 for the purpose of 
establishing a new program (System 2000). System 2000 became effective on January I, 2000. Employees 
participating in the current system (ERS) as of December 31 , 1999, may elect either to stay in the defined­
benefit plan or transfer to the new program. Persons joining the government on or after January I, 2000, 
will only be allowed to become members of System 2000. 
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MUNICIPALITY OF GUANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

12. EMPLOYEES RETIREMENT SYSTEM, continued 

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under thls new plan 
there will be a pool of pension assets, whlch will be invested by the System, together with those of the 
current defined-benefit plan. Benefits at retirement age will not be guaranteed by the Government. The 
annuity will be based on a formula whlch assumes that each year the employees' contribution (with a 
minimum of 8.275% up to a maximum of 10%) of their monthly salary, and will be invested in an account 
which will either: (a) earn a fixed rate based on the two-year Constant Maturity Treasury Note or, (b) earn 
a rate equal to 75% of the return of the System's investment portfolio (net of management fees), or (c) 
earn a combination of both alternatives. Participants receive periodic account statements similar to those of 
defined contribution plans showing their accrued balances. Disability pensions are not being granted under 
System 2000. The employers' contributions (9.275% of the employees' salary) will be used to fund the 
current plan. 

If at time of retirement accumulated benefits amount to $10,000 or less may elect to receive a lump sum 
distribution up to the accumulated benefits. Under the new program the retirement age is reduced from 65 
to 60 for those employees who joined the current plan on or after April I, 1990. 

Funding Policy 

The authority under which the funding policy and the obligations to contribute to the ERS and System 
2000 by the plans' members, employers and other contributing entities (state of municipal contributions), 
are established or may be amended by law. 

Contribution requirements are established by law and are as follows: 

Municipality 
Employees: 

Hired on or before March 3 I, 1990 

Hired on or after April 1, 1990 

Annual Contribution 

9.275% of gross salary 

5.775% of gross salary up to $6,600 
8.275% of gross salary over $6,600 
8.275% of gross salary 

Total employee contributions to the above-mentioned plans during the year ended June 30, 2009, 
amounted to approximately $58,557 - Law No. 477 and $148,450 System 2000. The Municipality's 
contributions during those years are recognized as total pension expenditures/expenses in the category of 
administration as follow: 

These amounts represented the 100% of the required contribution for year 2008-2009. Additionally, 
changes made in the types and amounts of benefits offered by special laws and costs of living adjustments, 
led to a one-time recommended contribution to fund the retroactive adjustment related to the changes. 

The Employee's Retirement System of the Government of Puerto Rico provides additional information of 
the ERS and System 2000. They issue a publicly available financial report that includes financial 
statements and required supplementary information for ERS, as a component unit of the Government. That 
report may be obtained by writing to the Administration at PO Box 42003, Minillas Station, San Juan, PR 
00940-2003. 
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MUNICIPALITY OF GUANICA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

13. RISK MANAGEMENT 

The Risk Management Division of the Municipality's Legal Department is responsible of assuring 
that the Municipality's property is property 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 Insurance at the Department of the Treasury of the Commonwealth of Puerto 
Rico who is responsible for purchasing all property and casualty insurance policies of all 
municipalities. 

14. CONTINGENCIES 

a. 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. 

The Municipality is a defendant and/or co-defendant in various lawsuits which claims for actual 
damages. Some of these lawsuits are covered by insurance. The Municipality's management and 
outside counsels believe that is probable that any potential liability that might exist, if any, in excess 
of the insurance, will not affect significantly the financial position of the Municipality. 

15. COMMITMENTS 

The Municipality of Guanica had several outstanding or planned construction projects as of June 30, 
2009. These projects are evidenced by contractual commitments with contractors. The construction 
projects are commitments of the Capital Projects' funds that amounted to approximately $2.1 million. 
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MUNICIPALITY OF GUANlCA, PUERTO RICO 

Notes to Basic Financial Statements 
June 30, 2009 

16. FUND DEFICITS 

The Municipality has accumulated deficits in the following individual funds: 

Major governmental fund - General Fund 
Non-major governmental funds: 

Law 52 & 82 
ADFAN 

$(3,518,531) 

( 548,664) 
( 41,173) 
( 589,837) 

$(4.108.368) 

The budget project does not address the cumulative general fund deficit. The non-major governmental 
fund deficits result from the accrual of expenditures without accruing intergovernmental revenues for 
reimbursement of expenditures. As requires by current standards, the Municipality recorded 
intergovernmental revenues for reimbursement-based (expenditure-driven) grants on fund statements 
when all applicable eligibility requirements have been met and the resources are available. These 
deficits will be covered with future budgetary appropriations of the general fund, if necessary. 

17. ACCOUNTING CHANGES AND RESTATEMENTS 

A. Governmental Fund Financial statements 

The following restatements have been made in the governmental fund financial statements, which are 
reported as an adjustment to the beginning fund balances: 

Description 

Fund balance, beginning 
Treasury Department debt 

Fund balance, beginning as restated 

B. Governmental Wide Financial Statements 

General Fund 

$(2, 765,507) 
( 170,307) 

$(2.935.814) 

The following restatements have been made in the governmental wide financial statements, which are reported 
as an adjustment to the beginning net assets: 

Description 

Net assets, beginning 
Treasury Department debt 

Net assets, beginning as restated 

END OF NOTES 

$9.431 ,832 
(170,307) 

$9.261.525 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF GUANICA, PUERTO RICO 
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND 

FISCAL YEAR ENDED JUNE 30, 2009 

Actual 
Amounts 

(Budgetary Variance with 
Budgeted amounts Basis) Final Budget 

Positive 
Original Final {See Note A) (Negative) 

Revenues: 
Taxes: 

Property taxes $ 1,081 ,120 $ 1,081,120 $ 1,154,052 $ 72,932 
Municipal license taxes 360,000 360,000 393,471 33,47 1 
Sale and use tax 240,000 240,000 275,367 35,367 

Intergovernmental 7,557,516 7,557,516 7,220,257 (337,259) 
Licenses, permits and other local taxes 1,036,000 1,036,000 907,463 (128,537) 
Fees, fines and charges for services 45,000 45,000 209,2 15 164,215 
Interest 34,000 34,000 212,801 178,801 
Other 153,500 153.500 28.091 (125.409) 

Total revenues 10,507,136 10,507,136 10.400.717 (106.419) 

Expenditures: 
Current: 

General government 5,924,909 6,255,712 5,408,866 846,846 
Public works and sanitation 2,105,167 2,029. 178 1.994,681 34,497 
Public safety 943,349 838,407 1,072,908 (234,501) 
Culture and recreation 569,242 502,653 473,760 28,893 
Health and welfare 954,328 871.046 1,494 757 (623,711) 

Total expenditures 10,496,995 10.496.996 10,444.972 52,024 
Excess (deficiency) of revenues over 

10,141 10,140 (44,255) (54,395) 
expenditures 

Other financing sources (uses): 
Transfers in 123,804 123,804 
Transfers (out) (644,938) (644,938) 

Total other financing sources (uses): (521,134) (521,134) 

Excess (deficiency) of revenues and 
other financing sources over - expenditures and other financing uses 10.J.il $ 10,140 $ (565,389) $ (575,529) 

- The accompanying notes to required supplemental information are an integral part of this schedule. 

-
-
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION -
BUDGETARY COMPARISON SCHEDULE- GENERAL FUND 

June 30, 2009 

NOTE A - BUDGET PROCESS AND BUDGET ARY BASIS OF ACCOUNTING 

The Municipal budget is prepared for the General Fund following the requirements of the Autonomous 
Municipal Law of 1981, as amended. It is developed utilizing elements of performance-based program 
budgeting and zero-based budgeting and includes estimates of revenues and other sources for ensuing 
fiscal year under Jaws existing at the time the budget is prepared. 

Budget amendments are approved by the Municipal Legislature. Certain budget transfers within the 
limitations and restrictions of the Municipal Law can be approved by the Mayor or by the Municipal 
Legislature. The budget comparison schedule provides information about the original budget, the 
amended budget and the actual results, under the budgetary basis of accounting. 

The budgetary basis of accounting is different from GAAP. Revenues are generally recorded when cash 
is received and expenditures are generally recorded when the related expenditure is incurred or 
encumbered. The encumbrances (that is, purchase orders, contracts) are considered expenditures when a 
commitment is made. On a GAAP basis, encumbrances outstanding at year end are reported in the 
governmental funds statements as a reservation of fund balance since they do not constitute expenditures 
or liabilities while on a budgetary basis encumbrances are recorded as expenditures of current year. 
Encumbrance appropriations lapse one year after the end of the fiscal year. Unencumbered appropriations 
are lapsed at year end. The legal level of budgetary control (the level at which expenditures may not 
legally exceed appropriations) is at the function level. 

The presentation of the budgetary data excludes other appropriations such as capital projects, debt service 
and special revenue funds because projects are funded on a multi-year nature, generally requiring several 
years to complete or effective budgetary control is alternatively achieved through general obligation bond 
indentures and legal and contractual grant agreement provisions. 

NOTE B - BUDGET TO GAAP RECONCILIATION 

The accompanying budgetary comparison schedule presents comparisons of the original and final legally 
adopted budget with actual data on a budgetary basis. Since accounting principles applied for the 
purposes of developing data on a budgetary basis differ significantly from those used to present 
accounting principles generally accepted in the United States, the following budget to GAAP 
reconciliation is presented: 

ROMAN TORO & CO. , CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF GUANICA, PUERTO RICO 

NOTES TO REQUIRED SUPPLEMENT ARY INFORMATION -
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND 

June 30, 2009 

NOTE B - BUDGET TO GAAP RECONCILIATION - Continued 

Deficiency of revenues and other financing sources over expenditures and other 
financing uses (budgetary basis) 

Budget to GAAP differences: 

Timing differences: 

Current year encumbrances recorded as expenditures for budgetary reporting 
purposes: 

Prior year encumbrances recorded as expenditures for financial reporting 
purposes: 

Net change in fund balance (GAAP basis): 

ROMAN TORO & CO. , CSP Certified Public Accountants and Business Consultants 
PO BOX 3043 YA UCO PR 00698-3043 · TEL. (787) 856-6220 · FAX: (787) 856-6233 

$(565,389) 

13,316 

( 30,644) 

$(582.717) 
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INTERNET REPORT ID: 363337 VERSION: 1 2/25/2010 12:54:16 PM 
OMB No. 0348-0057 

FORM SF-SAC U.S. DEPT. OF COMM.- Eain. and Stat Admin.- U.S. CENSUS BUREAU 
(B-&-2008) ACTING AS COLLECTING AGENT FOR 

Data Collection Form for Reporting on oFF1cE oF MANAGEMENT AND suoGer 

AUDITS OF STATES, LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS 
for Fiscal Year Ending Dates in 2008, 2009, or 2010 

~ Complete this form, as required by OMB Circular A-133, "Audits of States, Local Governments, and Non-Profit Organizations." 

PART1 GENERAL INFORMATION (To be completed by auditee, except for Items 6, 7, and BJ 

1. Fiscal period ending date for this submission 

Month Day Year 

2. Type of Circular A-133 audit 

1 00 Single audit 

3. Audit period covered II 
1 00 Annual 3 D Other - L__J Months 
20 Biennial os I 30 I 2009 2 D Program-specific audit 

4. Auditee Identification Numbers 
a. Primary Employer Identification Number (EIN) 

~- o 
.....-~~~~.........,.~~ 

City 
GUANICA 

State 

PR 

c. Auditee contact 
Name 
HON. MARTIN VARGAS MORALES 

Title 
MAYOR 

d. Auditee contact telephone 

787 821 - 2109 
e. Auditee contact FAX 

f. Auditee contact E-mail 
IPACHECO.ANANZAS GMAILCOM 

2 !XI No 

g . AUDITEE CERTIFICATION STATEMENT- This is 
to certify that, to the best of my knowledge and belief, the 
auditee has: (1) engaged an auditor to perform an audit 
in accordance with the provisions of OMB Circular A-133 
for the period described in Part I, Items 1 and 3; (2) the 
auditor has completed such audit and presented a signed 
audit report which states that the audit was conducted in 
accordance with the provisions of the Circular; and, (3) 
the information included in Parts I, II, and Ill of this 
data collection form is accurate and complete. I declare 
that the foregoing is true and correct. 

Auditee certification 

ELECTRONICALLY CERTIFIED 
Name of certifying official 

IVETTE PACHECO DELGADO 

Title of certifying official 

FINANCE DIRECTOR 

Date 

3/2/2010 

d. Data Universal Numbering System (DUNS) Number 

ITJ-ITIJ-1 I I I I 
e. Are multiple DUNS covered in this report? 1 0 Yes 2 IXI No 

f . If Part I, Item 4e ="Yes," complete Part I, Item 4f 
on the continuation sheet on Page 4. 

6. PRIMARY AUDITOR INFORMATION 
(To be completed by auditor) 

7a. 

a. Primary auditor name 
ROMAN TORO & CO, CSP 

b. Primary auditor address (Number and street) 

POBOX3043 

City 
YAUCO 

State 

PR 
ZIP+ 4 Code 

c . Primary auditor contact 
Name 

0 0 

b. If "Yes," complete Part I, Item 8 on !ti 
sheet on page 5. 

Audttor certification 

ELECTRONICALLY CERTIFIED 

3 0 4 3 



INTERNET REPORT ID: 363337 VERSION: 1 Primary EIN: 

PART II FINANCIAL STATEMENTS (To be completed by auditor} 

1. Type of audit report 

Mark either: 1 00 Unqualified opinion OR 

any combination of: 2 0 Qualified opinion 3 0 Adverse opinion 4 0 Disclaimer of opinion 

2. Is a "going concern" explanatory paragraph included in the audit report? 

3. Is a significant deficiency disclosed? 

4 . Is any significant deficiency reported as a material weakness? 

s. 
L PROGRAMS (To be completed by auditor} 

2. 

3. 

4. 

5. 

6. Are any known questioned costs report 

7. Were Prior Audit Findings related to di 
Prior Audit Findings? (§_.315(b)) 

8. 

98 0 U.S. Agency for Inter-
national Development 

10 0 Agriculture 390 

23 0 Appalachian Regional 930 Health and Human Services 
Commission 970 Homeland Security 

11 0 Commerce 14 00 Housing and Urban 
94 0 Corporation for National Development 

and Community Service 030 Institute of Museum and 
120 Defense Library Services 

840 Education 1s O Interior 

s10 Energy 160 Justice 

660 Environmental 110 Labor 
Protection Agency 090 Legal Services Corporation 

Page 2 

1 00 Yes 2 0 No - SKIP to Item 5 

10Yes 2IXJN0 

1$ 300,000 

1 0Yes 2 00No 

1 00 Yes 2 0 No -SKIP to Item 6 

10Yes 21!1No 

1 0Yes 21!1No 

nding or prior audit findings shown 
all at apply or None) 

96 0 Social Security 
Administration 

19 0 U.S. Department 
of State 
Transportation 

Treasury 

FORM SF-SAC (8-6-2008) 



INTERNET REPORT ID: 363337 VERSION: 1 2/25/20101 2:54:16 PM (Page 3 -#1 of 1) Primary EIN : EEJ-1 0 14 13 13 1 41 91 61 

~ PART Ill \ FEDERAL PROGRAMS--=-c;ntinued 
(/) 

~ 9. FEDERAL AWARDS EXPENDED DURING FISCAL YEAR 10. AUDIT FINDINGS 
0 
'¥ CFDA Number Research 
:C Federal 1 and 
~ Agency I Extension 2 develop-
- Prefix1 I ment 

(a) I (b) (c) 
I I 

1 : 0 : .558 

I I 

1 O Yes 
2 !XI No 

Name of Federal 
program 

(d) 

CHILD AND ADULT CARE FOOD PROGRAM $ 

1 I 1 I . 300 
I 

1 O Yes 
200No GRANT FOR PUBLIC WORKS AND ECONOMIC DEVELOPM~I$° 

1 :_J_.2/ A \ 

10Yts 
2 00 N I COMMO"H:.{ ~OPM~~ ~PRO<f~M 

I : / /\ \ I 1 O Yt s 
1 I 4 1 /871 \J 2 1XJ N I SECTION~O~G c L ICE lucHER ~ 

I -y -£ 

9 : 3/1 .575 

I I ; I 
IL.J.../ 

I 
I 
I 

I 
I 
I 

I 

I 
I 
I. 

I . 
I 

I 
I 

I 
I 
I • 

\ 

l\~~ts I ~~DEVE~PME~eLocK~ 
U~t..U U ~_/ 

1 O Yes 
20 No 

1 O Yes 
20 N0 

1 O Yes 
20 No 

1 O Yes 
20 No 

TOTAL FEDERAL AWARDS EXPENDED ----------1~ 

1 See Appendix 1 of Instructions for valid Federal Agency two-digit prefixes. 

$ 

$ 

\-$--

$ 

$ 

$ 

$ 

$ 

Amount 
expended 

Direct 
award 

(e) (f) 

10Yes 
10,546 .001 2 !XI No 

1 00 Yes 
1,802 .001 2 D No 

1P Yas 
1,241 ,$40 .dol 2 IX! Ne 

1 IX! Yas 
203,046 .dol 2 tJ Ne 

1PYas 
91 ,133 .ctol 2 IXI Ne 

l-:eol ~~s 
10 Yes 

.001 20 No 

10 Yes 
.001 20 No 

10 Yes 
.001 20 No 

10 Yes 
.001 20 No 

1,548.467 .00 

Major program 

program of audit 
Major I If yes, type 

( ) 
report 3 

Type(s) of 
compliance 

requirement( s )4 

g (h) 

10 Yes 
2 !XI No 

10Yes 

0 

200 No I I o 

~~x~s I u/ I /o 
l~~I t f E 

1QYesV / 
2 IXJ ~o I o 
1 O Y~s I / 
20 NU-.J 

10 Yes 
20 No 

10 Yes 
20 No 

10 Yes 
20 No 

10 Yes 
20 No 

(a) 

I 
I 

~ 

2 Or other Identifying number when the Catalog of Federal Domestic Assistance (CFDA) number is not available. (See Instructions) 
3 If major program is marked "Yes," enter only Q..!!.!!. letter (U = Unqualified opinion, Q = Qualified opinion, A = Adverse opinion, D = Disclaimer of opinion) corresponding to the 

type of audit report in the adjacent box. If major program is marked "No," leave the type of audit report box blank. 
4 Enter the letter(s) of all type(s) of compliance requirement(s) that apply to audit findings (I.e., noncompliance, significant deficiency (including material weaknesses), questioned 

costs, fraud, and other items reported under§_ .510(a)) reported for each Federal program. 

A. Activities allowed or unallowed E. Eligibility 
B. Allowable costs/cost principles F. Equipment and real property management 

I. Procurement and suspension 
and debarment 

L. Reporting 
M. Subrecipient monitoring 

Audit finding 
reference 

number(s)5 

(b) 

N/A 

N/A 

l .,,, 

2009-111~1 

N/A 

l 

"'O 
Q) 

IC 
CD 

C. Cash management G. Matching, level of effort, earmarking 
D. Davis - Bacon Act H. Period of availability of Federal funds 

J. Program income 
K. Real property acquisition and 

relocation assistance 

N. Special tests and provisions 
0 . None 

w 
5 N/A for NONE P. Other 



INTERNET REPORT ID: 363337 VERSION: 1 2/25/2010 12:54:16 PM 

" PARTI I Item 5 Continuation Sheet 
"'O 
Q) 
(Q 

CD 
.j>. c. List the multiple Employer Identification Numbers (EINs) covered in this report. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
, .,, 

0 

~ J 19 
VJ , 7' 
~ 
() 

~ 
~ 

20 

\ 

J 
'-

N LA 

-

-

-

- r 
I 

-1 

I - J 

I I 

-

I 
...__~ 

-

-

-

-

-

-

-

-

-

-

-

21 

22 

23 

24 
_ .. --r\ 

A \ 26 

\ 27 \ 
\ \ 28 

\ \ 29 
...__ ...._. ...___ 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

- 41 -

- 42 -

- 43 -

- 44 -

t'-... v 45 ~, -
' / ~ ),/ --I\ - '\ 46 

/ 
- / 47 ---"" ""' 48 ,r-re :\. \ \ h-
\ \ 

""' 
......... ~ 

/ v 
- r\ !\ 49 / "---~ 
- 50 -

- 51 -

- 52 -

- 53 -

- 54 -

- 55 -

- 56 -

- 57 -

- 58 -

- 59 -

- 60 -

Primary EIN: ~-1 0 4 3 3 4 g ~ 
-.... 

' 
f. List the multiple DUNS covered in the report. 

1 N J_ A - 21 - -

2 22 - - - -

3 23 - - - -

4 24 - - - -

f..i - f-261 - - - -- \ \- I - - -

\ \ I 21 E - - - -

'1 - \ - \ I A1 - - I 
8 \- \j / 28 - - -

' I 
9 - - 29 - - I J - - - - -- '-- -' 

10 30 - - - -
11 31 - - - -

12 32 - - - -

13 33 - - - -

14 34 - - - -

15 35 - - - -

16 36 - - - -

17 37 - - - -

18 - - 38 - -

19 39 - - - -

20 40 - - - -
j 
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INTERNET REPORT ID: 363337 VERSION: 1 (page 5 -#1 of 1) 

/'""PART I I GENERAL INFORMATION - Continued 

8. Part I, Item 8, Secondary Auditor's Contact Information. (List the Secondary Auditor's Contact information) 

1- a. Secondary Auditor name 2. a. Secondary Auditor name 
MARCOS MELENDEZ 

b. Secondary Auditor address (Number and street) b. Secondary Auditor address (Number and street) 
PO BOX 3043 

City City 
YAUCO 

State 
ZIP + 

4 
Code Io Io Is 19 la 1-1 31 o 1413 

State ZIP +4 Code I I I I I -I I PR c. Sel"' "!"ontact J) 
cN con act 

Name Nam 

ROM N r oA & co. csP 

~~I !u r~ S

1 

IOR UDITO \ / Title 

d. , econd)ary Auditor c~'.act t ~leph ~ne '\ '\ \ d. t cond)aryn con act t1 lephone 
787 11"1: - 6 20 t s;;ndary Audit~c~t F AX \ ~ ~c~ry~~con act F AX 

1_ ) 856 
f . Secondary Auditor contact E-mail f. Secondary Auditor contact E-mail 

MTMELENDEZ@HOTMAIL.COM 

4. a. Secondary Auditor name 5 . a. Secondary Auditor name 

b. Secondary Auditor address (Number and street) b. Secondary Auditor address (Number and street) 

City City 

State 
ZIP + 4 Code I I I I I 1-1 I I I 

State 
ZIP + 4 Code I I I I I -I I I 

c . Secondary Auditor contact c. Secondary Auditor contact 
Name Name 

Title Title 

d. Secondary Auditor contact telephone 
( ) -

d. Secondary Auditor contact telephone 
( ) -

e. Secondary Auditor contact FAX 
( ) -

e. (econd)ary Audit~ contact FAX 

f. Secondary Auditor contact E-mail f. Secondary Auditor contact E-mail 

" 

Primary EIN: rn-lo 14131314191 el 
-... 

'\ 

3. a. Secondary Auditor name 

b. Secondary Auditor address (Number and street) 

City 

State ZIP + 4 Code I I I 1-1 I I 
~:,d•O' ATi' 
~e \ I I I 

d. {9~nd{VAudf .:_ contac tele1 hone 

e. (eco~ry Af it~ con tac ~F I 
f. Secondary Auditor contact E-mail 

6. a . Secondary Auditor name 

b. Secondary Auditor address (Number and street) 

City 

State ZIP + 4 Code 
I I I 1-1 I I 

c. Secondary Auditor contact 
Name 

Tille 

d. Secondary Auditor contact telephone 
( ) -

e. (econd)ary Audit~ contact FAX 

f. Secondary Auditor contact E-mail 

) 


