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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor
And Members of the Municipal Legislature

Municipality of Hormigueros
Hormigueros, Puerto Rico

We have audited the accompanying financial statements of the governmental activities, each maior fund, and the

aggregate remaining fund information of the Municipality of Hormigueros (the Municipality), as of and for the year

endeJ.tune 30, 2OiO, which collectively comprise the Municipality's basic financial statements as listed in the

table of contents. These financial statements are the responsibility of the Municipality's management. Our
responsibility is to express opinions on these tinancial 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 Govemment Audrting 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.

ln our opinion, the financial statements refened 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 Muni;ipality, as of June 30, 20'lO, and the respective changes in financial position thereof for the year then

ended in conformity with accounting principles generally accepted in the United States of America.

ln accordance witi Govemment Auditing Standards, we have also issued our report dated January 18, 2011, on

our consideration of the Municipality's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, 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 intemal control over financial reporting or on

compliance. That report is an integral part of an audit performed in accordance wilh Govemment Auditing

Srardards and should be considered in assessing the results of our audit.



Accounting principles generally accepted in the United States of America require that the Management's

Discussion dnd AnalysG and Budgetary Comparison Schedule on pages 3 through 14 and 51 through 53 be
presented to supplement the basic financial statements. Such information, although not a part of the basic

iinancial statements, is required by the Governmental Accounting Standards Board, who considers it to be an

essential part of financial reporting for placing the basic financial statements in an appropriate operational,

economic, or historical context. We have applied certain limited procedures to the required supplementary

information in accordance with auditing standards generally accepted in the United States of America, which

consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and

other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sutficient
evidence to express an opinion or provide any assuran@.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Municipality's finencial statements as a whole. The accompanying Schedule of Expenditures of Federal

Awards on page 57 is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular 4-133, Audits of States, Local Govemments, and Non-Profit Organizations, and is not a
required part of the financial statements. The Schedule of Expenditures of Federal Awards is the responsibility of
management and was derived from and relate directly to the underlying accounting and other records used to
prepare the flnancial statements. The Financial Data Schedule supplementary information on pages 54 and 55 is
required by the Uniform Reporting Standards of the Department of Housing and Urban Development. The
Schedule of Expenditures of Federal Awards and the Financial Data Schedule supplementary information have
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.
ln our opinion, the information is fairly stated in all material respects in relation to the basic financial statements as
a whole.

-na--A^]*:-+\"Sq!L'"
San Juan, Puerto Rico
January 18, 201 1

Stamp 2566416 was afflxed
to the original.
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COMMONWEALTH OF PI'ERTO RJCO
MUNICIPALITY OF HOR}IIGUEROS

MANAGEMENT'S DISCUSSION AI\{D ANALYSIS

Fiscal year ended June 30' 2010

The following discussion and analysis of the Municipality of Hormigueros' financial performance will
provide an overview of the Municipality's financial activities for the flscal year ended June 30, 2010. we
encourage readers to consider the information presented here in conjunction with the Municipality's
financial statements, which follow this analysis.

Ftr{ANCIAL HIGI -IGHTS

Highl@hls for Govemment-wide Financitl Stalemen8

Information reported in the govemment-wide statements is based on the economic resources measurement

focus and the accrual basis of accounting:

F The assets of the Municipality, on a government-wide basis, exceeded its liabilities at the close of
fiscal year 2009 by $33,383,125 (net assets). This represents an increase of 2o/o'l,ith respect to
fiscal year 2009.

) Revenues and expenses decreased by lo/o and 4% respectively in comparison with the previous

year.
> Change in net assets increased 2027o compared to change in net assets of fiscal year 2009.

Highlwhts lot Fund Financial Stutemena

Fund financial statements presents information of the most signiflcant firnds of the Municipality based on

the current financial resources measurement focus and the modified accrual basis ofaccounting:

> A net change of ($1,703,199) in the fund balances of the Mu.nicipality's governmental funds

resulted in a reported combined ending fimd balances of S5,608,182 in fiscal year 2010'

Approximately l0% ofthe total combined fund balances is unreserved.
F ln comparison to flscal year 2009 total fund balance of the general fi:nd decreased by 19% but the

unreserved firnd balance increased 97o.

G enerul Financial Hig h lighr

) The invesment in capital assets as ofJune 30, 2010 was 545,042,123 (net of depreciation).
> Long-term debt increased to $19,648,160 or approximately 3% with respect to the prior year'

> On a budgetary basis, actual expenditures exceeded actual revenues by $282,095.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HOR-iUIGUEROS

MANAGEMENT'S DISCUSSION AND AI{ALYSIS

Fiscal year ended June 30' 2010

OVERVIEW OF THE FINANCIAL STATEMENTS

The Municipality's financial repon comprises four components:

> Management's discussion and analysis (presented here)
> basic financial statements
) requiredsupplementaryinformation
D supplementaryinformation

The Municipality's basic financial statements consist of two kinds of statements, each with a different view
of the Municipality's finances. The govemment-wide financial statements provide both long-term and

short-term information about the Municipality's overall financial surtus. The frmd financial statements

focus on major aspects ofthe Municipality's operations, reporting those operations in more detail than the
govemment-wide statements :

D Govemment-Wide Slatemen,J

The govemment-wide statements report information about the Municipality as a whole using
accounting methods similar to those used by private-sector businesses. They are prepared using
the flow of economic resources measurement focus and the accrual basis of accounting. The

first govemment-wide statement - the statement of net assets - Presents information on all of
the Municipality's assets and liabilities, with the difference between the two reported as net

assets. Over time, increases or decreases in the Municipality's net assets are an indicator of
whether its financial health is improving or deteriorating. Other non-financial factors such as the
condition of the Municipatity's capital assets may need to be considered to assess the overall
health of the Municipality. The second statement the statement of activities - presents

information showing how the net assets changed during the year. All of the current year's
revenues and expenses are taken into account in the statement of activities regardless of when
cash is received or paid.



COMMONWEALTII OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND .d\ALYSIS

Fiscal year ended June 30, 2010

The govemment-wide statements report as governmental actiYities the Municipality's basic

services such as public works and sanitation, public safety, culture and recreation, housing,

welfare, and community development; education and general administration. These activities

are primarily hnanced thrcugh property taxes, other local taxes and intergovernmental revenues.

Included in the governmental activities are the governmental funds.

F und F inancial Slstem ents

The fund hnancial statements provide more detailed information about the Municipality's most

significant funds. Funds are accounting devices that the Municipality uses to keep track of
specific sources of funding and spending for particular purposes. Some funds are required by
Federal and Commonwealth regulations, as well as by bond covenants.

The Municipality's basic services are included in governmental funds, which are used to

account for essentially the same functions reported as govemmental activities in the

govemment-wide statements. However, unlike the government-wide statements, the

govemmental funds are prepared using the flow of current financial resources measwement
focus and the modified accrual basis ofaccounting. Under this aPProach the financial statements

focus on near-term inflows and outflows of extemal resources, as well as on balances of
expendable resources available at year-end. Consequently, the governmental fund statements

provide a detailed short-term view that helps the reader determine whether there are more or
fewer financial resources that can be spent in the near future to hnance the Municipality's
programs. Because this information does not encompass the additional long-term focus of the

govemment-wide statements, additional information is provided on a subsequent page that

explains the relationship (or differences) between the govemment-wide and fund statements.

The govemmental fund statements focus on major funds. The Municipality's major funds are

the general fund (which accounts for the main operating activities of the Municipality) and

funds that cornply with a minimum criterion (percentage of the assets, liabilities, revenues or
expendimres). Funds that do rot comply with this criterion are grouped and presented in a single

column as other govemmental funds.

Notes lo Jinanciql statemenls

The basic financial statements also include notes to explain information in the financial

statements and provide more detailed data.

Required supplementary inlormstio n

The statements and notes are followed by the required supplementary information that contains

the budgetary comparison schedule for the General Fund.

S upp I em e ntary i nfo m ati o n

The required supplementary information is followed by a financial data schedule containing
financial information of the Section 8 Housing Choice Voucher Program administered by the

Municipality.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal year ended June 30, 2010

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Assels

The following table presents a summary ofthe Statement ofNet Assets as ofJune 30, 2010 and 2009:

TABLE I

Net assets (assets over liabilities) may serve over time as a useful indicator of a govemment's fnancial
position. At the close of the fiscal year, the assets of the Municipality exceeded its liabilities by
S33,383,125, representing an increase of 2% with respect to fiscal year 2009. The largest portion of the

Municipality's net assets reflects its investment in capital assets (e.9., land, buildings, equipment, and

infrastructure) less accumulated depreciation and less any related outstanding debt used to acquire those

The Municipality uses these assets to
provide services to its citizens and,
consequently, these assets are not
available for future spending. The
resources needed to repay the debt related
to these capital assets must be provided
from other sources because capital assets
are not generally liquidated for the
purpose of retiring debt. Restricted net
assets represent resources that are subject
to extemal restrictions on how they may
be used. Unrestricted net assets are the
pan of the net assets that can be used to
finance day-to-day operations without
constrains established by debt covenants,
enabling legislation or other legal
requirements.
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lnvested in capital assets. net of related debt
Restricted
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Totrl nct rss€ts

31,309,718
4.841,r66
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COMMOI\IWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal year ended June 30, 2010

As of June 30 2010, the Municipality presented an unresricted net ass€ts deficit. This deficit primarily
arises from long-term obligations such as compensated absences and debts to CRIM for which the

Municipality did not provide funding h previous budgets. Historically, such obligations have been

budgeted on a "pay ils you go" basis without providing funding for their future liquidation. ln addition,
operational loans and certain general obligation bonds do not have a related capital asset to be reported as

invested in capital asses, net of related debt. Therefore, they are reported as part of the unrestricted net

assets section.

Changes in nel assets

The following table summarizes the changes in net assets for the fiscal years ended 2010 and 2009:

TABLE 2

GovcrtrDe rl Activities

s 2,532,365
r,429,3tO
r,5't6,164

4,041,139
1,363,030
l,9l5,t4t

2,595,6n
lll.l03
244,239

15,808,102

6,579,699
3,521,556

77\509
1.357.263

370,703
2,011,650

3 l -369
654,827

15,307,576

500,526
32,882,59

$ 33,383,125

2009

$ 1,964,438
1,751,469
2,353,098

3,552,363
1,424,373
2,017,8M

2,517,068
239.038
212,61

16,032,314

6,913,065
3,257,302

815,690
l,6l 1,361

385,630
2,031,181

31,606
820,918

15,866,753

165.561

32,717,O38

__q______-i2.q822

20r0

Progrtm revcrues:
Fees, fines and charges for services
Operating grants and contributions
Capiral grants and contributions

Gcnerrl revenues:
Property tares
Municipal licens€ taxes
Sales and uses taxes
Grants and contributions not restricted to
specific programs
lnterest
Other

Totd rcvetrues

Etperscs:
General govemment
Public works and sanitation
Public safety
Culture and recreation
Health
Housing, welfare and community development
Education
lnterest on long term debt

Totrl erp€nscs

Chrtrge ia nct assets
Net rsscts-b€itrnitrg of yerr

Nct rssets-cnd ofyerr



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HOR]VIIGUEROS

MANAGEMENT'S DISCUSSION AIID ANALYSIS

Fiscrl ye{r cnded Jutre 30, 2010

FIGURE I
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Approximately 26Vo of the Municipality's revenues came from property taxes, l9olo from operating and

capital grants zrd, 160/o fiom grants and contributions not restricted to specific programs. Revenues
decreased by lo4 in comparison with fiscal year 2009. This net decrease is mostly affected a combination
ofthe following: (l) a 54% decrcase in interest revenue due to lhe redemption ofcertificates ofdeposit; (2)
a 339lo decrease in capital grants mostly due to non recurrent revenues received tom the Commonweahh in
prior fiscal year reserved for specific projects; (3) a 29lo increase in fees, fines and charges for services due

to an increase in PREPA'S compensation in lieu oftaxes and an increase in consEuction taxes collected; (4)
a 18% decrease in operating grants due to a decrease in Law No. 52 and No. 82 grant funds and a decrease

in Homeland Security grant funds awarded; (5) and a 14% incr€ase in property taxes collected.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMICUEROS

MANAGf, MENT'S DISCUSSION AND ANALYSIS

Fiscal year ended June 30, 2010

FIGURE 2
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The Municipality's expenses cover a nmge of services. The largest expenses are general government

representing approximately 43%, public works and sanitation wilh 23o/o, and housing, welfare and

community development with 13% of total expenses. Program revenues of the Municipality covered 367o

oftotal expenses.

Expenses decreased 4% in comparison with previous fiscal year. This includes a decrease of 20Vo n
interest on long term debt (due to a reduction in bond's interest rates), an decrease of 160/o m cultue and

recreation (due to reduction in expenses related to activities celebrated for the community such as

Hormigueros' Patron Saint festivities and "Porta del Sol" tourism activities), an increase of 8% in public
works and sanitation (due to an increase on non-capital expenditures such as paving of state roads), and a

57o decrease in public safety expenses (due to a reduction in payroll expenses related to this fimction).

As noted previously the decrease in revenues, combined with a higher decrease in expenses, resulted in an

increase of net assets of 2029lo when compared with the net change in net assets reported in fiscal year

2009. The following table focuses on the cost of each of the Municipality's largest programs as well as

each program's net cost (total cost less fees generated by the programs and progranrspecific
intergovernmental aid):



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal year ended June 30, 2010

TABLE 3

Some of the cost of govemmental activities was paid by those who directly benefited fiom the programs

($2,532,365) and other govemments and organizations that subsidized certain programs with grants and

contributions (S3,005,474). The 59,769,737 net cost of services was fully covered by other general

revenues including property, municipal license, and sales and use taxes.

FTNANCTAL ANALYSIS OF THE MUNICIPALITY,S tr.UNDS

Governmental lunds

The focus of the Municipality's governmental funds is to provide information on near-term inflows,
outflows and balances of resources available for spending. Such information is useful in assessing the

Municipality's financing requirements. In particular, unreserved fund balance may serve as a useful

measure of a Municipality's net resources available at the end of a fiscal year. For the fiscal year ended

June 30, 2010, the governmental funds reported ending fund balances of $5,608,[82, a net decrease of
$1,703,199 in comparison with the prior year. This net decrease was caused primarily by a decrease of
(5960,906) in the Other Govemmental funds, and a decrease of (M34,476) in the Commonwealth

Legislative Resolutions funds due to amounts received on prior year for capital projects spent on current
year. Of total firnd balances, 5570,502 (or l07o) constitutes unreserved firnd balance, including $149,638

designated for subsequent year expenditures. The remainder ofthe fund balance is reserved to indicate that

it is not available for new spending.

The general fund is the operating fund of the Municipality. The unreserved fund balance of the general

fund represents 1670 oftotal ending fund balance. For the year ended June 30, 2010, the fund balance ofthe
general fund decreased by ($255,289). The key combined factom of this change is an incease of 7770 in
other revenues, 72o/o decrease in interest revenues, 237o increase in construction permits revenue, combined
with a decrease of 58% in capital outlays expenditures, a decrease of 2l% n welfare expenditures, and a

decrease of l47o in cultue and recreation expenditures with respect to fiscal year 2009. In addition, this

result includes the net effect ofa fund balance readjustment ofS546,078. This represents a readjustment of
current year budget with prior year's fund balance resources, approved by the Municipal Legislature.

Ne, Cost of Maalcipalily's Goverrrmenlal Activ 16

Total Cost of Scrvices

General govemment
Public wo*s and sanitation
Public safety
Culture and rccrealion
Housing welfale and community

development
Olher

2010

6,579.699 $
3.52t.556

714.509
1.35?J63

2,0t7,650
1.056,899

6.911.065
3.251.302

E r 5.690
l,6r 1.16r

2,03 r, r81
1.238,154

(5,674.381)

lt,012.067')
(663.300)

( 1,496.976)

(842,r53)

15.107.576 $ 15.866.753

l0



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal year ended June 30,2010

General lund budgetary highligha

The general fund original budget for the fiscal period 20 t0 presented a decrease of l37o with respect to the

prior year budget due to a decrease in the estimated amount of intergovernmental revenues, interest

revenues, fees fines and charges for services, and other revenues.

Amendments to the original budget are approved by the Municipal Legislature. During the fiscal year 2010
amendments to budget expenditures for a net amount of $865,405 were approved. Of this net amount

$546,076 represented a readjustment of current year budget with prior year's budgetary surpluses, $75,000
were transferred from deposits and sureties payable, 572,678 were transferred from the public schools

maintenance fund, and $171,&9 resulted fiom collections in excess oforiginally budgeted amount. Actual
revenues exceeded the revised budgeted revenues by $576,328. The most significant variances were

$475,481 from property taxes, $336,151 from intergovernmental subsidies, (5162,188) from municipal
license taxes, and ($95,459) from interest revenue. The Municipality reported a negative variance of
(5323,241) between revised budgeted appropriations and actual expenditures primarily due to a negative

variance of ($351,254) in general goyernment expenditures, ending with a total net negative variance of
(s282,095).

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capilal assels

At the end ofthe fiscal year, the Municipality has invested S45,042,123 in a broad range ofcapital assets,

including buildings, parks, roads, bridges, land and equipment. This amount represents a net increase of 4yo

over the prior year.
TABLE 4

Capilal Assers
As ofJune

Govern mental ActiYities

Non-depreciable assets:
Land
Construction in progress

Depreciable assets:
Land improvements
Buildings and buildings improvements
lnfrastructure
Vehicles, machinery and equipment
Total

2010

$ 7,702/95
10,367,690

657,720
I7 ,279,331
6,tt4,474
2,920,413

s 45,042, r23

2009

'7 ,'702,495
9,700,814

693,'722
t 5,345,349
6,440,813
3.323.628

43.206.82t

Certain projects are still in construction in progress as ofJune 30,2010. The most significant of these
projects are the construction of"Layadero Sanitary Sewer System", the remodeling ofthe Fine Arts School

building, the construction of Lavadero's Multiuse Center, and the construction of a 400 meters mce track
with reported costs of$4.830,887; S1,406,025; $1,054.283;and S727,001 respectively.

lt
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MUNICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal year ended June 30, 2010

Figure 3

] fi ,nb'qdlia' oJ Heflri?r."ot
{' aresid rrr.J Copit'l -1'5,?6

-"k oJ ltnt t0, )010 lLand

lJi

:r:1t r--v <r1,.1ij

ril.gt 3ic!!r:dtiBr
u:+rag ea':erts

7rhr.:e:, ruch!:at'
3.d rq,l rpeeat

The Municipality's fiscal year 2010-2011 capital budget calls for a significant amount of new and

continuous projects including the continuance of the construction of Lavadero Sanitary Sewer system'

which is being financed through grants from USDA Rural Development, P.R. Water and Sewer Authority
and Commonwealth's stimulus plan funds. Other projects still in progress in this fiscal year 20tl will
include the improvements to the municipal landfill, the construction of the access ramp to Hormigueros

Plaza building, the construction of the "segundo Ruiz Belvis" recreational park, and the reconstruction of
various basketball courts in different communities.

Other projects that wilt be developed in the next fiscal year include the reconstruction of"San Romualdo"

and "Hoya Grande" community centers, the construction of "Vista a la Bahia" square in "Hoya Grande"

community, the construction of a recycling workshop in "El Hoyo" community, the conclusion of the

improvements ofthe "Hermanos Miura" baseball stadium and the Natural History Museum in the restored

antique Fire Station. The Municipality will continue its public policy of land acquisition for the

development of necessary projects (such as the extension of the Municipal Graveyard) and to promote the

development of low cost housing and commercial spaces. The "Hormigueros Auto Parts" building lease

agreement with a private investor for the development of commercial spaces will provide additional rental

income and encourage the employment opportmities for the citizenship. The "Lavadero de Oro" Project is

a significant one that comprises the construction of eight housing buildings of social interest requiring an

investment of$6,000,000. This project will be financed through grants from the Puerto Rico Department of
Housing. Finatly, the Municipality is engaged in the development of an Ecotourism Center in the Eureka

Station. Atl these projects will be financed through Commonwealth and Federal grants, Commonwealth
Legislature and Municipal funds. More detailed information about the Municipality's capital assets and

future projecs is presented in Note G to the financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal year ended June 30, 2010

Long lem debt

At year-end, the Municipaliry has $ 16,160,000 in general and special bonds and notes outstanding, an

increase of 3oZ with respect to fiscal year 2009. This increase was due to four additional general obligation
bonds and notes issued for the acquisition ofequipment and capital improvements.

TABLE 5

Oaananding Long-lem Debl
Fiscol vern ended lune

Governmental Activities
2010 2009

General and special obligation bonds and notes S t6,160,000 S 15,760,000

Compensated absences 1,315,771 1,370,107

Payable to CRIM prior years doubtful accounts 4,387 4,586

Christmas bonus payable l'7'7,402 235,134

Payable to CRIM - LIMS 49,534 80,218

Estimated landfill closing costs 1,212,306 1,175,004

Note payable to SIFC 94,'1ll
Property Taxes - current year 3 I I,847 360,297

Payable to PREPA 322,202
Total $ 19,648,160 s l9,ls l

The Municipality reported an increase in other long term debts of S96,516. This increase was primarily due

to new debt issued to the P.R. State Insurance Fund Corporation and a net increase in the amount payable to

PREPA of $94,71I and $155,904, respectively. More detailed information about the Municipality's long
term liabilities is presented in Note I to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality's officials considered certain factors when setting the fiscal year 2010-201I budget. One

of these factors is the economy. Among economic areas considered are the population groMh estimates,

personal income, housing statistics and unemployment rates. The Municipality's unemployment rate now

stands at 15.6% which compares with the Commonwealth rate of 16.60/o.

For fiscal year 20t0-2011 the Municipality applied a conservatiYe approach in deYelopment budget

estimates. Amount available for appropriations in the General Fund totals S10,591,135, an increase of
approximately I l7o with respect to prior fiscal year estimates. Budgeted expenditures are expected to rise

according to the increase of budgeted revenues. If these estimates are realized, the Municipality's
budgetary general fund balance is expected to increase modestly by the close of 20lt fiscal year. In
addition to the general fund estimated budget the Municipality plans to submit Federal and Commonwealth
funds proposals for welfare and community development as well as pennanent capital improvements and

public works.
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COMMOI{WEALTH OF PT'ERTO RICO
MI'NICIPAIIry OF HORMIGTJEROS

MANAGEMENT'S DISCUSSION A]TID ANALYSIS

Fiscd year ended June 30, 2010

CoNTACTT{G TEE MUNICPALEY'S trINANCIAL MANAGEMENT

This fimncial report is designed to provide our citizens, taxpayers, and creditors with a general overview of
the Municipality's finances and to demonstrate the Municipality's accountability for the money it receives.

If you have questions about this rcport or need additional information, cortact the Muicipality's Director
of Finance at P.O. Box 97, Hormiguerog Puerto Rico 00660-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

STATEMENT OF NET ASSETS
JUNE 30,2O1O

ASSETS
Govemmental

Activities

Cash and cash equivalents
Receivables, net:

Municipal license taxes
Sales and use taxes
Lease (note C)
Other

Due from (note D):

Commonwealth Government
Federal Government

Restricted assets:
Cash and cash equivalents
Cash with fiscal agents
lnvestment held with fiscal agent (note B)

Deferred bond issuance costs, net of accumulated
amortization of $69,640

Other assets (note F)
Capital assets, net (note G):

Land and construction in progress
Other capital assets, net

Total assets

LIABILITIES

Accounts payable and accrued liabilities
lnterest payable
Due to:

Commonwealth Government
Deferred revenues:

Municipal license taxes
lntergovernmental - Federal grants

Long term liabilities (note l):
Due within one year
Due in more than one year

Total liabilities

NET ASSETS

lnvested in capital assets, net of related debt
Restricted for:
Capital proiects
Debt service
Other specified purposes

U nrestricted (deficit)
Total net assets

$ 18,070,185
26,971,938

$ 1,754,988

30,896
116,285
239,796

68,168

1,186,989
438,445

1,483,347
4,641,094

460,482

105,394
584,900

45,042,123

$ 56,152.907

1 ,747 ,979
331,477

33,224

946,088
62,854

'l ,896,713
17 .751 ,447
22,769,782

32,920,482

1,U3,194
2,383,277

178,009
(3,442,237)
33,383,125

_$____r0J!4992_
The acmmpanying notes are an integral part of this statement.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF HORMIGUEROS

RECONCILIATION OF THE BALANCE SHEET . GOVERNMENTAL FUNDS TO THE

STATEMENT OF NET ASSETS
JUNE 30, 2OIO

Total govemmental fund balances

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

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

Other assets used in govemmental activities are not current financial

financial resources and therefore are not reported in the funds:

Deferred charges - bond issuance costs, net
Other assets - cash deposit

Other assets are not available to pay current-period expenditures
and therefore are deferred in the funds:

Receivable:
Lease agreement

Due from Commonwealth Govemment:
P.R. lnfrastructure Financing Authority
P.R. lnfrastruclure Financing Authority - PlNl Funds
P.R. Department of Treasury - Christmas bonus reimbursement
P.R. Department of Labor - Law No. 52

Commonwealth Legislature Resolutions
P.R. Department of Education
CRIM - Property tax preliminary settlement
P.R. Department of Treasury -sales and use taxes (Debt service fund)

P.R. Electric Power Authority (PREPA)
Due fom Federal Govemment:

P.R. Department of Health - HOPWA
INSEC-ARRA - Community Services Block Grant
P.R. Ofiice of the Ombudsman for the Elderly - Tltles lll-D and E

OCAM - CDBG and CDBG - ARRA

lnterest liabilities are not due and payable in the current period 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
Note payable to CRIM-financing of delinquent accounts
Note payable to State lnsurance Fund Corporation (SIFC)

Compensated absences
Christmas bonus payable
Prior year property tax
Estimated landfill closing costs
P.R. Eleclric Power Authority (PREPA)

Net assets of governmental activities

The accompanying noles are an integral part of this statement.

l8

'105,394

$ 5,608,182

690,294

't,109,646

(97,960)

(18,969,160)

_$__01,9lgp9gt

239,796

16,093
18,803

147,940
33,371

't82
16,600
39,048
16,361

322,202

33,002
9,510
7,662

209,076

(15,481,000)
(49,534)

(4,387)
(94,711)

(1 ,s15,771)
(177,4O2)
(311,847)

(1,212,306)
(322,2O2)
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COMiTONWEALTH OF PUERTO RICO
IIIUNICIPAUTY OF HORJ!/IIGUEROS

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES ANO CHAI'IGES lN FUND

AALANCES (DEHCTO . GOVERNMENTAL FUNDS TO THE STATEMEiIT OF ACTryMES
FISiCAL YEAR ENOED JUNE 30,2O'IO

Net charyo in tund balanc€. (daflclt) - total govcmmental funds

Amounts repon€d for govemmenlal aclivilies in he sEtement of Aclivites are dfisrenl

Govemmenialtunds rcport capital assets ounays as e4€fditur€s, Ho/vever, in

the siatemeni ol Pdivilies, lhe cost of hos€ assets is allocsted over tieir
estimacd usetul lives and rc@rled as depEciation erQense:

E4snditurEs tor capilal assets
Lessi ornent y€ff deprecislion

Govemm€nEl tuods mly report lhe prcceeds r€ceived in the dislosal of assets.
ln ule Ststemenl ot Adn/ es, a gain or loss is rEpoded for each dis9osal. Thus,
tne chanoe in net ass€ts dineu ftom he cnanga in tund b6lancas by he cost ol
th3 dispos€d assei:

Revenu* in he Statemsrn of Adiwes lhat do not proMde crrnent finarxlal
fesources ar. nol rEpoded as.evenues in tne lunds:

lnleQovernmental - Commo.MEallh Govemment:
P.R. Departnent of Trcasury - Christnas bonus €imbursemed (ornent)

P.R. Oepadinent of Labor - Law No. 52
P.R. D€p€rtnent of Educalion
P.R. hnaslrudurc Financing Aulhority
P.R. lni'astuclu€ Finanoing Auhority - PlNl Funds

CRIM - Pmpedy tax prEliminary seBement
P. R. Depanmenl of TreEsury -sal€s and use taxe. (Debt s€rvice tund)

Commonwealh Legislature Resolulons
P.R. Eleclric Power Authorily (PREPA)

lnteQovemmental - Fed€ral Govemmed:
OCAM'CDBG and CDBG-ARRA
INSEC-ARRA - Communny Se.vices Block Grant
P.R. D€pErtrnent of Healh - HOPWA
P.R. Ofrce of ule Ombod$nan for he Eld€tly - Ites lllD and E

Revenues reportsd in tunds wnicrl arc not reporled 6s revenues in the stalement

P.R. Deoart neflt of Trcas!ry - Christnas bonus rcimbuBemeni (prio{ yead
P.R. Public Housing AdminisFaton (PRPHA)
P.R. lnfrastudure Fin6ndng Auhority
P.R- Oep6rrmenr ol Educal,on
P-R. Departnent of Tressury -sales arE use laxes (Geneml Fund)
P-R. Oepartnent of Tr€asury -sal€! .nd use taxes (Debl SeNice Fund)
P.R. lntsastucture Financjng Authorily - PlNl Funds
Commonsealul L€gislaturE Resolulions
P.R. Eleclric Po.{er Auhoriv (PREPA)

OCAM . CDBG
Capnai Ease pnncipal psytneflt

Proceeds n!.n gene€l obligalbo bonds aie ohe.fnancing sourE€s in fte
govemmenral tunds, but increase in longr€fm liabililies in he siatemed of

Ee€nditurEs reported in tunds tviid are ndl reporled as e4€ns€s an tle
SlEtement of ,atvit€s:

Malured bonds princip€l payments (net dlange)
Olier €ssets

RepaFed of long{alm debl is an oaenditur€ in fie govemmental tunds, but
raduc€s lons-tem lk bilitiss in fi€ SlaGfteii of Net Aesets:

General Obligalbn Bonds and Notes
other Long Tenn Lisbilitbs

C,ovemmentd nmds repon tlls sfiecl of bond issuance co6ls as ependitrre
Btlen dsbl is first is$ed, wnercas h€s€ amounB a€ d€{en€d and amoiized in
ihe siatement ol /diriti€s. This amounl is the net €tr€cl of trese difi@nc€:

Bond issuarEe costs
Amonizaton oI delered cfi5Qes - bond issuance cosl!

some oeeflses repoded in the Stalemed of Adn nies do nol E{uire ile us€ ol
orrefll finan(*il rcsources and, tls€fo€. are not reporled as $e€ndituEs in

Ite govemm€flrai tunds:
P.R. DePartnenl of Latrcr - L3w No. 52
P.R. Dspartnent ol Recr€aton and SPoG - "P.R en Foma'
Chnshas Aonus
P.R. Electlc Power Authorily (PREPA)
Eslimared landfll dosino cosls
Compensat€d Absences
Ndte psyable lo Stal€ lnsurance Fund Co.pordton (SIFC)
Ac.fu€d iniercn (net chanqe)

Changa in not as..L of qovommontal actlvllL.

Ihe accompanying nole. are an inl3gral parl d tlis siatement.

I (1,703,199)

s 3,729.X93
(1,807,51O) 1,921,E53

(86,551)

111,253
33,371
16,6@
16,093
1€,803
39,0,{a
16.361

152
284,570

209,076
9,510

33,002
7.62

(109212)
(45,000)
(37.143)
(10,600)
(36,19r)
(36,191)
(25,611)

(5,468)
(132,666)
(170,700)

{50,927)

829,531

{650,009)

(1.190,m0)

695.9@

1,564,192

111,000
584,9@

790,000
n4,192

9,313
(8,375)

o66)
(5,303)

1177,4O2)
(432,855)
(37,302)

(32,43E)
191,711)

4,644 (876,130)

_l________!0!,52L



COMMONWEALTH OF PUERTO RICO
MIJNICIPALITY OF IIORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES

The Municipality ofHormigueros was founded in 1874. The Municipality is govemed by the executive and

the legislative branch elected for a four year term during the general elections in Puerto Rico. The Mayor
is the executive officer and the legislative branch consists of twelve (12) members of the Municipal
Legislature. The Municipality engages in a comprehensive range of services to the community such as:

general govemment administration, public works, healt[ environmental control, education, public security,

welfare, housing, community development and culture and recreation activities.

The financial statements of the Municipality have been prepared in accordance with accounting principles
generally accepted in the United States as applied to governmental units. The Govemmental Accounting

Standards Board (GASB) is the standard-setting body for govemmental accounting and financial reporting.
The GASB periodically updates its existing Governmental Accounting and Financial Reporting Standards,

which, along with subsequent GASB pronouncements (Statements and lnterpretations), constitutes GAAP
for govemmental units.

7. Financial reporting enti$

The financial reporting entity included in this report consists of the financial statements of the

Municipality of Hormigueros (primary govemment). To fairly present the financial position and the

results of operations of the financial reporting entity, management must determine whether its reporting

entity consists of only the legal entiry krown as the primary govemment or one or more organizations
called component units. The inclusion of a potential component unit in the primary government's

reporting entity depends on whether the primary govemment is financially accountable for the potential

component unit or on whether the natue and significance of the relationship with the primary
government is such that exclusion would cause the reporting entity's frnancial statements to be

misleading or incomplete. There are two methods ofpresentation ofthe component unit in the financial

statements: (a) blending the financial data ofthe component units' balances and transactions in a manner

similar to the presentation ofthe Municipality's balances and (b) discrete presentation ofthe component
unit's financial data in columns separate from the Municipality's balances and transactions.

The basic criteria for deciding financial accountability are any one ofthe following:

a. Fiscal dependency ofthe potential component unit on the primary govemment, or
b. The primary goverDment appoints a voting majority ofthe potential component unit's governing body

and,

l) The primary government can impose its will on the potential component unit and/or,

2) A financial benefiV burden exist between the primary government and the potential component

unit.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30,2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

In addition, a legally separate, tax-exemPt organization should be discretely presented as a component

unit ofa reporting entity ifal/ ofthe following criteria are met:

a. The economic resources received or held by the separate organization are entirely or almost entirely

for the direct benefit ofthe primary government, its component units, or its constituents.

b. The primary govemment, or its component units, is entitled to, or has the ability to otherwise access,

a majority ofthe economic resoutces received or held by the separate organization
c. The economic resources received or held by an individual organization that the specific Primary

govemment, or its component units, is entitled to, or has the ability to otherwise access, are

significant to the primary govenment.

Other organizations should be evaluated as potential component units if they are closely related to, or
financially integated with, the primary government. Professional judgment is applied in determining

whether the relationship between a primary govemment and other organizations for which the primary
government is not accountable and that do not meet these criteria is such that exclusion of the

organization would render the financial statements ofthe reporting entity misleading or incomplete.

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

2. Basis olpresentstion, measurement locus and basis of tccounting

The financial report of the Municipality consists of the Management's Discussion and Analysis
(MD&A), basic financial statements, notes to the financial statements and required supplementary

information other than the MD&A. Following is a summary presentation of each, including the

measurement focus and basis of accounting. Measurement focus is a term used to describe wijci
transactions are recorded within the yarious financial statements. Basis of accounting refets to when

transactions are recorded regardless ofthe measurement focus:

Management Discussion and Analvsis

This consists ofa narratiye introduction and analyical overview ofthe Municipality's financial actiYities.

This analysis is similar to analysis the private sector provides in their annual reports.

Basic Iinancial statements

Basic financial statements include both government-wide and fund financial statements. Both levels of
statements categorize primary activities as governmental t}pe, which are primarily supported by taxes

and intergovemmental revenues.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30,2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Government-wide statements

The govemment-wide statements consist of a Statement of Net Assets and a Statement of Activities.
These statements are prepared using the economic resources measurement focus, which coocentrates on
an entity or fund's net assets. All transactions end events that affect the total economic resources (net

assets) during the period are reported. The statements are reported on the accrual basis of accounting.

Revenues are recognized in the period earned and expenses recognized in the period in which the

associated liability is incurred. Fiduciary actiyities, if any, whose resoruces are not available to finance
government prognrms, are excluded from the govemment-wide statements. The effect of inter-fund
activities is eliminated.

The Statement of Net Assets incorporates all capital (long-lived) assets and receivables as well as long-
term debt and obligations. The Statement of Activities reports revenues and expenses in a format that
focus on the net cost ofeach functioo ofthe Municipality. Both the gross and net cost ofthe function,
which is otherwise being supported by the general govemment revenues, is compared to the reYenues

generated directly by the function. This Statement reduces gross expenses, including depreciation, by
related program revenues, operating and capital grants, and contributions. Program revenues must be

directly associated with the function.

The tryes of transactions included as program revenues are: charges for services, fees, licenses and
permits; operating grants which include operating-specific and discretionary (either operating or capital)
grants; and capital grants which are capital-specific grants. lntemally dedicated resources are reported as

general revenues rather than as program rsvenues. Likewise, general revenues include all taxes. Property
taxes (imposed nonexchange transactions) are recognized as revenues in the year for which they are

levied and municipal license taxes and sales and use taxes (derived tax revenues) when the underlying
exchange has occurred. Revenues on both operating and capital grants are recognized when all eligibility
requirements (which include time requirements) imposed by the provider have been met. For certain
expenditure-driven grants, revenue is recognized after allowable expenditures are incurred. As a policy,
indirect expenses in the Statement of Activities are not allocated. The Municipality first uses restricted
assets for expenses incurred for which both restricted and unrestricted assets are available.

The Municipality reports deferred revenues in the govemment-wide statements. Deferred revenues arise

when resources are received before the Municipality has a legal claim to them or before applicable
eligbility requirements are met (in case of certain federal expenditure-driven grants if resources are

received before allowable expenditures are incurred). [n subsequent periods, when the Municipality has a

legal claim to the resources, the liability for deferred revenues is removed and the revenue is recognized.

Private-sector standards ofaccounting and financial reporting issued prior to December l, 1989 generatly

are followed in the govemment-wide financial statements to the extent that those standards do not
conflict with or contradict guidance ofthe Governmental Accounting Standards Board. The Municipality
has elected not to follow subsequent statements and interpretations issued by the FASB after November
30, 1989.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30,2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Fund Statements

The financial transactions of the Municipality are recorded in individual funds, each of which are

considered an independent fiscal entity. Each fund is accounted for by providing a separate set of self
balancing accounts that comprise its assets, liabilities, reserves, fund equity, revenues and expenditures.
Funds are segregated according to their intended purpose which helps management in demonstrating
compliance with legal, financial and contractual provisions. Govemmental Funds are those through
which most govemmental functions of the Municipality are financed. The governmental fund statements

include a Balance Sheet and a Statement of Revenues, Expenditures and Changes in Fund Balances with
one column for the general fund, one for each major fund and one column combining all non-major
governmental funds. Major funds are determined based on a minimum criterion, that is, a percentage of
the assets, liabilities, revenues or expenditures or based on the Municipality's official's criteria, if the

fund is particularly important to financial statement users (for Cornmonwealth Legislature Resolutions,
Lavadero Sanitary Sewer System and $3,000,000 Bond Issuance Funds).

The Municipality reports the following major govemrnental funds:

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.

Communitv Devetooment Block Grant Prosram Fund (CDBG): CDBG fund (including CDBG -
ARRA) is used to account for revenue sources for the development of viable urban comrnunities by
providing decent housing, a suitable living environment and expanding economic opportunities,
principally for persons oflow and moderate income.

Commonwealth Lesislature Resolutions Fund: This fund accounts for revenue sources fiom grants

provided by the Commonwealth Legislature for specific purposes which includes, among others,

acquisition, development and improvements of capital assets.

Debt Service 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.

Lavadero Sanitarv Sewer Svstem Fund: This fund accounts for revenue sources from a grant provided
by the USDA Rural Deyelopment for specific purposes that is, the construction of a sanitary sewer

system for the Lavadero's community.

$3.000.000 Bond Issuance Fund: This fund accounts for proceeds from a special obligation bond
issuance for the acquisition of land and construction ofsports facilities.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORNIIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The governmental funds financial statements are accounted for using the current financial resources

measurement focus and the modified accrual basis of accounting. Under this method of accounting,

reyenues are recognized when they are susceptible to accrual (i.e. both measurable and available).
Revenues are considered to be available when they are collectible within the current period or soon

enough thereafter to pay liabilities of the current period. For this purpose, the Municipality considen
revenues to be available ifthey are collected within 60 days ofthe end ofthe current fiscal period.

Revenues susceptible to accrual include property taxes, recognized as revenues in the year for which they
are levied; municipal license taxes and sales and use taxes, recognized when the underlfng exchange has

occurred and time requirements are met and interest. In applying the susceptible to accrual concept to

intergovemmental reyenues, revenues are recognized when all eligibility requirements (including time
requirements) imposed by the provider have been met and reYenue becomes available. There are,

however, essentially two t)?es of these revenues. In the first case, on expenditure-driven grants, monies

must be expended on the specific project or purpose (eligibility requirement), before any amounts are

paid to the Municipality. Revenue is, therefore, recognized as expenditures are incurred to the extent

available. In the other cases, monies are virtually unrestricted and are generally revocable only for failure
to comply with prescribed compliance requirements. In these cases revenues are recognized as the time
of receipt or earlier ifthe susceptible to accrual criteria is met. Licenses and permits, charges for services,

rent, fines and miscellaneous revenues are generally recorded as reYenues when received or are

recognized earlier ifthe susceptible to accrual criteria is met.

The Municipatity reports in the govemmental funds statements deferred revenues which arise when
potential revenue does not meet both measurable and available criteria for recognition in the current
period (in the govemment-wide statements revenue is recognized as soon as it is eamed regardless of its
availability). Deferred revenues also arise when resources are received before the Municipality has a

legal claim to them or before applicable eligibility requirements are met (in case of certain federal

expenditue-driven grants if resouces are received before allowable expenditures are incurred). [n

subsequent periods, when the revenue recognition criteria is met, or when the Municipatity has a legal
claim to the resources, the liability for deferred revenues is removed from the balance sheet and the

revenue is recogaized.

Expenditures are generally recognized when the related liability is incurred. Certain exceptions to this
fundamental concept include the following; (l) payments ofprincipal and interest on general long term

debt, which are recorded as expenditures when due, except for principal and interest due on July 1 (in
this case amounts are recorded as liabilities and expenditures on June 30 since amounts have been

accumulated or transferred to the debt service fund before July I payments are made) (2) Yested

compensated absences, claims and judgments and special termination benefrts which are recorded as

expenditures only to the extent that they are expected to be liquidated with expendable financial
resources (in the govemment-wide statements the expense and related accnral liability for long term
portions of debt must be included).
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NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUIITING POLICIES - Continued

Since the govemmental fund statements are presented on a different measuremeot focus and basis of
accounting than the government-wide statements, a reconciliation is necessary to explain the adjustments

needed to transform the fund financial statements into the government-wide statements. This
reconciliation is part ofthe financial statements.

Notes to Financial Statements

The notes to financial statements provide information that is essential to a user's understanding of the

basic fi nancial statements.

Reouired SuDDlementarv Information :

Required supplementary information consists of the Budgetary Comparison Schedule General Fund as

required by GASB.

3. Deposils and itweslments

Cash and cash equivalents consist of cash on hand, demand deposits and short-term investments with
original maturities of three months or less from the date of acquisition. The Municipality follows the

practice of pooling cash of all funds except for certain Commonwealth's grants, restricted funds
generally held by outside custodians and federal grants. Available pooled cash balance beyond
immediate needs is invested in certificates of deposits. Cash and cash equivalents related to
Commonwealth and Federal grants (including Commonwealth Legislature Resolutions) are restricted
since their use is limited by applicable agreements or required by law.

The laws and regulations of the Commonwealth of Puerto Rico authorize the Municipality to invest only
in obligations ofthe Commonwealth, obligations ofthe United States of America, certificates ofdeposits,
commercial paper, bankers' acceptances, or in pools of obligations ofthe municipalities of Puerto Rico,
which are managed by the Governmental Development Bank for Puerto fuco ("GDB").

4. Restricted assets

Restricted assets are liquid assets which have third-party limitations on their use. Cash and cash

equivalents related to Commonwealth and Federal grants (including Commonwealth Legislature
Resolutions) are restricted since their use is limited by applicable agreements or required by [aw.

Restricted cash with fiscal agent in the debt service firnd consists ofthe undisbuned balance of property
and sales tax collections retained by the Commonwealth of Puerto fuco which are restricted for the

repayment of the Municipality's general and special obligation bonds and notes as established by law.
Restricted cash with fiscal agent of the other govemmental funds represent the undisbuned proceeds of
certain bonds, loans or grants which are maintained in a cash custodian account by the GDB or a federal
govemment agency.
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NOTES TO FINANCIAL STATEMENTS

June 30,2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

5. Receivsbles qnd due from governmentul entities

Receivables are stated net ofestimated allowances for uncollectible accounts, which are determined upon
past collection experience and curent economic conditions. Amounts due from federal govemment
represent amounts owed to the Municipality for the reimbursement of expenditures incurred pursuant to
federally funded programs. Amounts reported in the debt service fund represent property and sales tax
revenues of current fiscal year collected by the CRIM (property tax) and the Puerto Rico Department of
Treasury (sales tax) on the subsequent fiscal year.

6. Interlund receivtbles and payables

Activities among funds that are representative of lending/borrowing arrangements outstanding at the end
ofthe fiscal year are referred to as either "due from,/to other funds" (i.e., the cu[ent portion of interfund
loans) or "advances to/fiom other funds" (i.e., the non-curent portion of interfund loans). All other
outstanding balances among funds are reported as "due fiom,/to other funds".

7. Invenlories

The Municipality pwchases gasoline, oil and other expendable supplies held for consumption. The cost
of those purchases is recorded as expenditure when incurred in the appropriate fund but the year-end
inyentory is not recorded in the Statement ofNet Assets, as management believes is not significant.

8. Cspital assets

Capital assets reported in the govemmental activities in the Statements of Net Assets include property,
plant, equipment and inft'astructure, (e.g., roads, bridges, sidewalks, and sirnilar items). The Municipality
defines capital assets (except for infiastructure asset9 as assets that have an individual cost of$1,000 or
more and have a useful life of one or more years. Infrastructwe assets are capitalized based on a

percentage ofthe estimated usefirl life. The cost of normal maintenance and repairs that do not add to the
value ofthe assets or materially extend assets lives are not capitalized. Major outlays for capital assets

and improvements are capitalized as projects are constructed.

Capital assets are capitalized at historical cost or estimated historical cost if historical cost is not
available. Donated assets are recorded as capital assets at their estimated fair market yalue at the date of
donation.

All capital assets, other than land and construction in progress, are depreciated using the straight-line
method over the following useful lives:

Descriotion

Land improvements
Buildings and building improvements
lDfrastructure
Vehicles, machinery and equipment

Years

20
20-50
10-50
5-20

2'7



COMMONWEALTII OF PUERTO RICO
MTJNICIPALITY OF HORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTE A - SIJMMARY OF SIGNITICANT ACCOLTNTING POLICIES - Continued

In accordance with current accounting standards capital assets are reviewed for impairment. Impairment
occurs when there is a significant decline in asset service utility due to the occurrence of a prominent

event or change in circumstances affecting the asset. Current standards provide guidance for accounting
and reporting for impairment and for insurance recoveries.

9. Long-lerm obligations

Long-term debt and other long-term obligations, which are reported as liabilities in the govemmental

actiyities cotumn in the Statement of Net Assets, consist of general and special obligation bonds,

tiabilities for compensated absences, claims and judgments, and long-term liabilities to other
govemmental entities.

10. Deferred bond issuance costs

Bond issuance costs are reported as deferred charges and amortized as required by current standards.

Governmental fund types recognize bond issuance costs as expenditures during the current period. Those

issuance costs, whether or not withheld from the actual debt proceeds received, are reported as

expenditures in the appropriate fund.

ll. Compensated absences

The Municipality's employees accumulate yacation, 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 ofpaid time ofi
cash payments at terminatio[ 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 of2% days per month of
vacation and l% 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 fiom 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 10 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 goyernment-wide financial statements. For
govemmental 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 tiability is not reported-

Pursuant to Law No. 152 of August 20, 1996 effective July 1, 1997 the Municipatity is required to pay

any excess of vacations and sick leave accumulated over 90 days as of December 31 of each year.

Pa).rnents should be made on or before March 3l ofthe following year.
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NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

12. Fund balances und Net Assets

In the fund financial statements, governmental funds report reserved and unreserved fund balances.

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

Encumbmnces: Represent future expenditures under purchase orden and other commitments, which
generally will become liabilities in future periods as the goods or services are received.

Reprcsent net assets available to finance futurc debt service palments-

Represent amounts to be used for future expenditures for capital projects under

contracts atrd other commitments. These commitments generally will become

Iiabilities in future periods as the projects are completed.

Other specified Represent amounts to be used for future expenditures of Federal and Commotrwealth's
purposes: gnnts to be used to finance activities other than construction or capital imprcvement

commitments

Fund balance unreserved-designated represents amounts assigned by Management for future spending to

finance operational costs which are not legally segregated.

In the government-wide statements net assets are segregated into three categories:

Debt Service:

Capital Projects:

Invested in
capital assets,

net of related
debt:

Restricted tret
assets:

Urestricted
net assets:

Consist of capital asset balances net of accumulated depreciation and outstatrding

balances of any bonds, notes and other boraowings that are attributable to the

acquisition, construction, or improvement of those assets. This category should not

include cash that is rcstricted to capital asset acquisition or construction (unspeot bond
proceeds) and any unamortized debt issue costs.

Represent net assets (rcstdcted assets net of rclated debt) that are subject to restrictions
beyond the Municipality's control. These include restrictions that arc extemally
imposed (by crediton, grantors, contributors, or laws and regulations of oth€r
govemments) or Estrictions imposed by the law through constitutional provisions or
enabling legislation (including enabling legislation passed by the govemment itsel|.

Represent net assets that do not meet the definition of net assets invested in capital

assets, net of related debt or restricted. Unrcstricted assets are often designated to
indicate that malagement does not consider them to be available for general

operations. These tlrpes of constraints arc intemal and management can remove or
modify them- Designations are not reported on the face ofthe statement of net assets.
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MIINICIPALITY OF HORMIGUEROS

NOTES TO TINANCIAL STATEMENTS

June 30, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

13. Interfuld transactions

The Municipality reports certain transactions as transfers, which are legally required transfers that are

reported when incurred as "Transfers-in' by the recipient fund and as "Transfers-out" by the disbursing

tund.

14. Risk linancing

The Puerto Rico Treasury Department (PRDT) acts as an agent, obtaining and determining the coverage

for the municipalities of Puerto fuco. The coverage for the Municipality of Hormigueros consists of
professional, public responsibility, property and theft, auto and fidelity bond coverage. Insurance policies

costs are allocated by PRDT among all the municipalities of Puerto Rico. Payment olthe Municipality's
insurance premiums is monthly deducted from advances of property tax and amounts of municipal

equalization fund send to the Municipatity by the Municipal Revenue Collection Center (CRIM).
Worken compensation insurance is also deducted from the monthly advances by the CRIM. Settled cases

have not exceeded hsurance coverage for any ofthe past tkee years.

15. Use of estinates

The preparation of the basic financial statements in accordance with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at

the date of the basic financial statements and the reported amounts of revenues and expenditures during

the reporting period. Actual results could differ fiom those estimates.

16 . F uture qdoption of accounting pronouncements

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

Statement
To be Adopted in
Fiscal year ended,

Fund Balance Reporting and Govemmental Fund Tlpe
Definition

OPEB Measurements by Agent Employers and Agent
Multiple-Employer Plans

Financial Itrstruments Omnibus

The impact of these statements in the Municipality's basic financial
determined.

54

5',7

59

June 30, 2011

June 30, 2012

June 30, 201 I

statements has not yet been
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGIJ'EROS

NOTES TO FINANCIAL STATf,MENTS

June 30,2010

NOTE B - DEPOSITS AND INVESTMENT

l. Deposits

Custodidl credit ':,sk is the risk that in the event ofa banlt failue, the govemment's deposits may not be

retumed to it. The Municipality maintains cash deposits in commercial and govemmental banks located

in Puerto fuco. Under Commonwealth of Puerto Rico statutes, public funds deposited in commercial

banks must be fulty collateralized for the amount deposited in excess of federal depository 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 of deposits in commercial banls amounting to $3,435,1 17

was covered by federat depository insurance or by collateral hetd by the Secretary of Treasury of Puerto

fuco in the Municipality's name. Deposits in governmental banks (all of which are uninsured and

uncollateralized), are exposed to custodial credit risk. At year-end the Municipality's bank balance in
govemmental banks amounts to $4,538,695.

2. Invest ae t

The inyestment held with fiscal agent consists of a non-participating investment contract (non-rated

guaranteed investment contract, "GlC"). This represents the investment of the undisbursed proceeds of
the $3,000,000 special obligation bond under custody of GDB, the Municipality's fiscal agent, pursuant

to the bond purchase agreement. The GIC, with an outstanding balance of M60,482 as of June 30, 2010

eams interest at a variable rate (LIBOR minus .125olo, .4\2Yo as of June 30, 2010) and matues on

September 13, 2010. GIC outstanding balance is valued at cost.

NOTE C _ RECEryABLES - LEASE

The Municipality is a lessor ofa property, which consist ofa building facility, classifred as direct financing

lease. The lease term is for twenty years under a noncancelable lease agleement. The following list the

component of tlle net investment in direct financing lease as of June 30:

Amount
Total minimum lease payments to be receiYed $ 285,570

Less: Unearned income
Net investment in direct financing lease

(4s,774)

_!______23e!2!_

At June 30, 2010, minimum lease payments for each ofthe four succeeding fiscal years are as follows:

Year Amount
76,\52
76,152
7 6,r52
57.1t4

20tt
2012
2013
20t4

31
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30,2010

NOTE D. DUE FROM (TO) GOVERNMENTAL ENTITIES

l. Amounls due from governmenttl entities as ofJune j0,2010follows:

Commonwealth

Maior fund - General fund:
P.R. Electric Power Authority (PREPA)
Municipal Revenue Collection Certer (CRIM) -

property taxes
P.R. Department of Treasury Christmas bonus

r€imbursement
P.R. Department of Education
P.R. Deparftnent of Treasury - sales and use taxes-

Municipal Development fimd
P.R. Department oflabor Law No. 52

Others
Maior fund - CDBG fund:

Office of Commissioner of Municipal Affain -
CDBG and CDBG-AR

Maior futrd - Commonwealth Lesislature
Resolutiotrs futrd:

Commonwealth Legislative Resolutions

Maisr-fulC=-D9E-tcrv!@ll!i
Municipal Revenue Collection Centq (CRIM) -

property taxes
P.R. Deparhnent of Treasury - sales and use taxes-

Municipal Redemption Fund
M.ior futrd - Lavadero Sanitarv Sewer Svstem

fund:
P.R. Infrastucture Financing Authority (PRIFA) -

"Brisas de Lavadero"
P.R. Aqueduct and Sewer Authority (PRASA)

Maior fund - $3.0fi).000 Bond issuance fund:
Govemment Development Bank - interest

Other sovern mental funds:
P.R. Irfrastructue Financing Authority (PRIFA)
P.R. lnfrastruc$re Financing Authority (PRFA) -

PINI Funds
Solid Waste Authority-Landfill improvements
P.R Office of the Ombudsman for the Elderly -

Title III-D and E; NSIP
INSEC
P.R. Eneryy Affairs Administration
P.R. Department of Health - HOPWA
Others

Federal
Government Govertrmetrt

s 322.2U $ -

227,531

147,940
28,600

2tAs8
64,621
15,7M

327,1t8

r82

Iq,.l l7

63,352

55,6q9
40,000

t02

t6,0q0

59,465

_ 
85.819

19,09'7
- 22,522
- 29'500

18.867 'i.i32
$ r,t86,989 $ $4,445

See note H for detail of amounts due fiom Govemmental Entities recorded as deferred revenue.
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COMMOI\IWEALTH OF PUERTO RICO
MI]MCIPALITY OF IIOR]VIIGUEROS

NOTf,S TO FINANCIAL STATEMENTS

June 30, 2010

NOTE D - DUE FROM (TO) GOWRIIMENTAL ENTITIES - Continued

2. Amounts dae to gov*tmental entilies as oflune i0, 2010 follows:

Amount
P.R. Aqueduct and Sewer Authodty (PRASA)
General Services Administration
Others

s 31,887
I,232

105

-!-----p221-

NOTE E - INTERFUND TRANSACTIONS

l. Due fiom/to otherlunds

Amounts due from,/to other funds represent temporary advances to other flmds by the general f,md
payroll and payroll taxes expenditures, as follows:

Receivable Fund Pavable Fund Amount
General Fund !!ci@

CDBG
Ueill"r"na:

Debt Service

!@
lavadero Sanitary Sewer

Other qovertrmental funds:
$510,000 Bond Issuance
Infrastructure Financing Authority-

erNr)
Infrastructure Financing Authodty
INSEC
FTA
HOPWA
Otheas

Total:

2. Tratsfen in (ou)

Transfers among individual funds were made for operational purposes. Transfers includes interest earned

on restricted cash with fiscal agent in the debt service fund and operating and capital irnprovement loans

in other govemmental funds which are transferred to the general fund; and principal and interest
pal.ments ofgeneral long-term debt transferred from the general fimd to the debt service fund-

NOTE F- OTHER ASSETS

Other assets include a cash deposit of $584,900 h€ld in custody of a Comrnonwealth's court of law for the

acquisition ofa parcel ofland under litigation.

$ 63,004

11,325

990

19,842

8,138
2,141

1) \'t)
6,103

33,OO2

16,212

_!____183222_

JJ



COMMOI{WEALTH OF PUERTO RICO
MI]IICIPALITY OF HORMIGIIEROS

NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTEG-CAPITALASSETS

Capital assets and depreciation activity as ofand for the year ended June 30, 2010 is as follows:

Govemlnental aptivities:

Capital assetE not being depreciared:
Ilnd
Construction in progr€ss

Total capital assas rct being
depreciated:

Capital assets, being deFffiated:
Ifld iqrovemen6
Buildings and building improvements
Inriastrucufe
Vehicles, machinery atrd equipme

Total capital ass€ts being depreciated

Less accumulated depr€ciation for
l-and imFovemats
Buildings atrd building irDrovements
lni'astucture
VehicleE rnachinery and equipmant

Toral accumulared deF€ciation

Total capital assets being d?rcciated
nst

Govemnrental activities capital assets,
net

Bahtrce
July 1,20(D

$ 7,702,49s
9,700,8r4

11403309

1,046J06
22,677,8U
l r,352,856
4224,232

43,301,398

352,783
7,332,456
4,9t2,U3
4,900,605

17497,841

3,34t,42

2.644.@8
26r,92s

3,062,s18

36,003
635,302
587,907
548,32E

1,807J40

Bdarce
Increlses Derreases Jolgflrzqlq_

$-s-$7,702495
3,341,482 2,674,@6 10,367,690

2,674,fi6 18,070,185

- 1,M6,506
196,614 25,125288
10,720 l r,604,061

t27,54't 8253,180

334.881 46,029.035

- 388,?86
121.802 7,845,956
10,363 5489,587

u6,r65 5332,76E

24a330 t9,057,097

25,803,5u r254,97a 86551 26,911934

3 43JG6J20 $ ,ts%,460 | 2J6t,ts7 S 45,042,123

Depreciation expense was charged to firnctionVprograms ofthe Municipality as follows:

Govemmental activities:

General govemmetrt
Public wor*s and sanitation
Public safety
Culture and rccr€ation
Health
Welfare and community development
Education

Total depreciation expense, governmental activities

$ 231,503
743,083
r41,506
521257
12,351

141388
16,352

--!---1n07's4q-
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COMMOI\WEALTH OF PUERTO RICO
MI'MCIPALITY OF HORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30' 2010

NOTE H - DEFERRED REYENUES - GOVERIIMENTAL FTINDS

Deferred revenues - Intergovemmental Commonwealth Govemment represent revenues not available as

required by current standards and for Federal Grants represent resources received before allowable
expenditures are incurred or resources not available as required by current standards. A detail of these
balances follows:

Commotrwealah Federal
Government Grants

Maior fund - General fund:
P.R. Electric Power Authority (PREPA)
P.R. Department of Treasury - Christmas bonus

rcimbusement
P.R. Department of EducatioD
Municipal Revenue Collection Center (CRIM) -

propedy taxes
P.R. Department of Labor - Law No. 52

Maior fund - CDBG fund:
Office of Commissioner of Municipal Affain -

CDBG and CDBG-AR
Maior fund - Commonwealth Lepislature

Resolutions fund:
Commonwealth Legislative Resolutions

Maior fund - Debt service fund:
P.R. Departnent of Treasury - sales and use

taxes - Municipal Redernption Fund
Other qoYernEental funds:

P.R. lofi:astructurc Financing Authority
(PRIFA)

P.R. lnfirastructure Financing Authority
(PRIFA) - PINI

P.R. Department of Housing (PMHA) - PIH
P.R. Deparurcnt of Health - HOPWA
P.R. Department of Family - INSEC
P.R. Department of Family - ARRA - Child

Carc
P.R. DepartmeDt of Family - ARRA - HPRP
P.R. Department of Family - Title III-D and E
P.R. Department of Education - Food Program

209,0'76

$ 610,6,00 $ 322,104

$ 322,202 S -

14'1,940
16,600

39,048
33,37 |

r82

16,361

16,093

18,803
4,374

33,002
9,510

)< 1a)

19,769
7,724

12,897

35



COMMOI\TWEALTH OF PTJERTO RICO
MUNICIPALITY OF HORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTEI-LONG-TERMDEBT

l. Summary of long- ten t debt activity

The following summarizes activity in long-term debt for the fiscal year ended June 30, 2010:

Balance at
July l, 2009

General, Special
Obligations Bonds
and Notes

Note payable to CRIM-
LIMS

Note papble to CRIM-
financing of

80218

delinquent accounts 4,586

Note payable to SIFC
Compensated absences t,370,107
Christmas Bonus 235,134
Estinated Landfill

Closing Costs 1,175,004

Payable to CRIM-
property tax advances 360,297

Payable to PREPA 166,298

r-!2J!r,!4-

Decrerses
Balance rt Due withiB

June 30, 2010 otre yeat

$ 16,160,000 $ 911,000s 15,760,000 $ 1,190,000 s 7m,000

30,684 49,s34 32,516

94,71I
132,438
t77,44

37;02

t99

186.774

4,387
94,7 | |

1,3t5,171
171,402

t,2t2,306

200
94,711

l91,l0l
t17,402

311,84748150 3 r 1,847

432,855 216,951 111,916

_!_2{e,709_ l_____t{6812t _!12{48,!!!_ _-!___!,!2gltL

2. General and special obligation bonh and notes

The Municipality's outstanding general and special obligation bonds and notes at June 30, 2010 amount

to $16,160,000. All these bonds are serviced by the Governmental Development Bank of Puerto fuco
(GDB) maturing at various dates. As required by law, the Commonwealth GoYernment is obtigated to
collect property taxes for payment of principal and interest on bonds and notes. In addition, .2Yo of the
.5% municipal sales and use tax collected by the P.R. Department of Treasury is deposited in a

"Municipal Redemption Fund" to finance loans to Municipalities subject to restrictions imposed by law.
Debt service funds has been established for the bonds and notes at GDB with the proceeds ol those

property and sales and use taxes, whereby sufficient funds must be set aside in order to coYer the
projected debt service requirement, before any new bonds are issued. Principal and interest payments of
$690,000 Revenue bonds are made through an "Interest Bearing Account" (IBA) maintained by GDB,
which is financed with proceeds from lessee's rental payments.

36



COMMONIWEALTH OF PUERTO RICO
MIJT{ICIPALITY OF HORMIGUEROS

NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTE I- LONG-TERM DEBT - Continued

Principat and interest payments of certain long term debt issued for operational purposes (special

obligation note of $748,000 and special obligation bonds of$3,000,000 and $203,000) are made through

witbholdings from the advances of property tax and amounts of municipal equalization fund send to the

Municipality by the Municipal Reyenue Collection Center (CRIM). Principal and interest payments of
speciat obtigation notes of $305,000; $139,000; $1,027,000 and $385,000 are made thrcugh the

"Municipal Redemption Fund". A detail ofthe general and special obligation bonds and notes as ofJune
30, 2010 follows:

Outstanding
Amount

1994 public improvement bonds of $125,000 due in annual installments of
$3,000 to $10,000 tbrough January l, 2019; bearing interest at 5% $ 67,000

1992 public improvement bonds of $168,000 due in annual installments of
$2,000 to $17,000 through January 1,2017; bearing interest at 5%o

1997 general obligation bonds of $175,000 due in annual installments of
$5,000 to 15,000 through htly l,2O2l; bearing interest at rates ranging
from 4.865% to 6.56% (5.86% at June 30, 2010)

1996 general obligation bonds of $390,000 due in annual installments of
$5,000 to $40,000 through luly '1,202O: bearing interest at rates ranging
from 4.70%o to 6.63Yo (6.30 o/o at lure 30,2010)

1999 general obligation bonds of $410,000 due in annual installments of
$5,000 to $35,000 through Iuly l, 2024; bearing interest at rates ranging
fiom 2.70yo to 7 .81% (4.30% at June 30, 2010)

2001 general obligation bonds of $425,000 due in annual installments of
$5,000 to M0,000 thrcugh July 1,2025; bearing irterest at rates ranging
ftom 2.7O%o to 6.13% (4.30% at lwe 30,2010)

1999 generat obligation bonds of $736,000 due in annual installments of
$19,000 to $52,000 through January 1, 2024; bearing interest at 4.7 5yo

1998 general obligation bonds of $983,000 due in annual installments of
$23,000 to $65,000 through January 1,2024;beaitg trtercst at 4.5o/o

87,000

I 10,000

265,000

325,000

355,000

s49,000

694,000

2002 general obligation bonds of $1,000,000 due in annual installments of
$21,000 to $65,000 though January l, 2030; bearing interest at 4.5070 878,000
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June 30, 2010

NOTE I - LONG-TERM DEBT - Continu€d

2000 general obligation bonds of $1,040,000 due in annual installments of
$27,000 to $76,000 tkough January l, 2025; bearing interest at 5.l2oZ

1997 general obligation bonds of $1,538,000 due in annual installments of
$41,000 to $109,000 through January 1,2022; bearing intercst at 4.7 5yo

1992 revenue bonds of $690.000 due in annual installments of $5,000 to
525,000 thrcugh July l, 2013; bearing interest at 9%o

2004 generat obligation bonds of $530,000 due in annual installments of
$15,000 to $40,000 through ]luly l, 2024; bearing interest at rates ranging
from 3.28% to 5.00Yo (4.5OP/o ar lur.e 30,2010)

2004 general obligation bonds of $1,355,000 due in annual installments of
$35,000 to $85,000 through luly l, 2029; bearing interest at rates ranging
from 3.50% to 5.00oh (4.50% at JUne 30,2010)

2005 special obligation notes of $748,000 due in armual installments of
$92,000 to $124,000 through July l,2012; bearing interest at rates ranging
fiom 1.53% to 6.60% (1.54% at June 30,2010)

2006 general obligation bonds of $920,000 due in annual installments of
$20,000 to $70,000 tkough July 1, 2030; bearing interest at rates ranging
from 4.17% to 5.31%o (4.50% at hne 30,2OO9)

2007 general obligation bonds of $840,000 due in annual installments of
$10,000 to $75,000 through July 1, 2031;bearing interest at rates ranging
fiom 1.53% to 7.50% (1.54% at June 30,2010)

2007 general obligation notes of $525,000 due in annual installments of
$60,000 to $90,000 thrcugh July l, 2014; bearing interest at rates ranging
&om 1.53% to 7.50yo (1.54% at l,rte 30,2009)

2008 general obligation notes of $400,000 due in annual installments of
$45,000 to $70,000 through lttly l, 2014:, bearing interest at rates ranging
from l.53yo to 7 .25yo (1.54y, at lunre 30,2009)

Outstanding
Amount

822,000

1,027,000

160,000

,140,000

1, r 70,000

3 54,000

840,000

800,000

400,000

30s,000
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NOTE I- LONG-TERM DEBT- Continued

2008 general obligation bonds of $569,000 due in annual installments of
M0,000 to $77,000 through July 1,2017; bearing interest at rates ranging
from 1.53% to 7.50yo (1.54% at ltun,e 30,2010)

2008 special obligation notes of $305,000 due in annual installments of
M5,000 to $60,000 through July l, 2014; bearing interest at rates ranging
ftom 1.53% to 7.50%o (l.54Yo zt June 30,2010)

2008 special obligation notes of$139,000 due in annual installments of $2,000
to I1,000 through July l, 2032; bearing interest at rates ranging from 1.537o

to 7 .50yo (l.54yo at June 30, 2010)

2008 special obligation notes of $1,027,000 due in annual installments of
$16,000 to $87,000 tbrough July l, 2032; bearing interest at rates ranging
from l.54yo ta 7 .25% (1.54% at June 30, 2010)

2007 special obligation bond of $3,000,000 due in annual installments of
$60,000 to S205,000 through July 1, 2032; bearing interest at 5.83%

2007 special obligation bond of $203,000 due in annual installments of
$14,000 to $27,000 through July 1,2011:, bearing interest at rates ranging
from | .53o/o to 7 .5V/o ( I .54% at June 3 0, 20 I 0)

2008 special obligation notes of$385,000 due in annual installments of$5,000
to 30,000 thrcugh July l, 2033; bearing interest at rates ranging fiom 1.53%
to 7 .50y" (1.54% at Jrme 30,2010)

2010 general obligation bonds of $510,000 due in annual installments of
$35,000 to 65,000 tbrough July 1, 2019; bearing interest at 6.50%

2010 general obligation bonds of $285,000 due in annual installments of
$5,000 to 25,000 through July t, 2034; bearing interest at 6.50%

2010 general obligation notes of $160,000 due in annual installments of
$15,000 to 30,000 through July 1,2016; bearing interest at rates rdtrging
from 6.0Yo to 7 .50Yio (6.00% at June 30, 2010)

2010 municipal obligation notes of $235,000 due in annual installments of
$25,000 to 40,000 through July 1, 2016; bearing interest at rates ranging
lrom 6.0%oto 6.50Yo (6.00% at June 30, 2010)

Outstanding
Amount

486,000

137,000

I,01 1,000

2,87 5,000

173,000

380,000

510,000

285,000

160,000

235.000

260,000

39
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June 30, 2010

NOTE I - LONG-TERM DEBT - Continued

The annual requirements to amortize general and special obligation bonds and notes as ofJune 30, 2010
follows:

June 30, Principal Inteie3t

2011
20)'2
2013
2014
20t5

2016-2020
2021-2025
2026-2030
203 t-2035

Totals

3. Uhet longaem liabilitics

June 30,

2011
2012

Totals

816,986
836,89',1

774,332
714,112
656,402

3,283,702
1,551,363

738,369
1,288,000 89,428

$ 16,160,000 $ 9,461591

Outstanding
Amount

$ 49,s34

2,309
421

$ 2,730

s 911,000 $
983,000

1,M3,000
948,000
970,000

3,987,000
3373,000
2,557,OOO

Note payeble to CRIM (LIMS) - On November 28, 2001 the
Muicipality entered into a financing agreement with the CRIM
in the amount of$261,009 for the payment ofthe Municipality's
share of the cost of a management information system (LIMS)
acquired by the CRIM for the management of taxpayer's
properties located in Puerto Rico. The note is payable in
semiannual installments of $17,503, including interest of 5.95%
and is due on November 28,2011. The amount will be repaid
with urestricted funds through withholdings ftom the advances
of property tax and amounts of the municipal equalization fund
sent to the Municipality by the Municipal Revenue Collection
Center. Debt service requirements in future years are as follows:

InterestPrincipal

s 2,536
16,998

s 49534
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$ 4387 $ 3,069

Note payable to CRIM (financing of delinquent acbounts) - On
March 19, 2OO2 the Municipality entered into a financing
agreement with the CRIM in the amount of$158,431 to finance
delinquent property tax accounts sold to private investors, under
the provision of Law No. 146 of October ll, 2001. The
agreement is in the form ofa non-revolving lilre ofcredit bearing
interest of 6.5% for the first five years and variable for the next
twenty-five yean at 125 points over London Interbank Offered
Rate (LIBOR) and is due on December l, 2032. As described in
Law No. 146, interest payments for the first five years were
financed through .48% of the net increase of subsidy provided
by the Commonwealth of Puerto Rico's general fund. Also,
during the filst five years any collection from those delinquent
accounts was qedited to the loan principal. After the frve-year
period the loan outstanding balance was restructured for a

twenty-five years period. Amount will be repaid with
umestricted fimds through withholdings from the advances of
property tax and amounts of the municipal equalization fund
sent to the Municipality by the Municipal Revenue Collection
Center. Debt service requirements in future years are as follows:

June3O, Principal Interest

4,387

201 I
2012
2013
2014
2015

2016-2020
2021-2025
2026-2030
2031-2034

Totals

270
257
245
232
220
914
605
295
3l

200 $
199
199
199
199
997
997
997
400
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June 30, 2010

NOTE I - LONG-TERM DEBT - Continued

Note Payable to SIFC - On February 26, 2010 the Municipality
entered into a financing agreement with the State Insurance Fund
Corporation ("SIFC') in the amount of $94,71 I for the payment
of employer contributions owed by the Mmicipality related to
workers' compensation and disability insurance. This finat
settlement is the result of an audit of employer contributions
related to fiscal years 2008 and 2009. The agreement is in the
form of a non-interest bearing note (imputed interest of 6.5%)
payable in twelve monthly installments of $7,893 and due in
June 30, 2011. Amount u/ill be totally repaid in fiscal year 2010-
20ll with unrestricted frmds through withholdings from the
advances of property tax and amounts of the municipal
equalization fund sent to the Municipality by the Municipal
Revenue Collection Center.

Compensated absences - includes accrued vacations, sick leave
benefits and other benefits with similar characteristics such as

compensatory time; represents the Mrmicipality's commitment
to fund such costs from future operations. The amount is paid
with unrestricted fimds

Christmas Bonus - represents the accrued portion corresponding to
fiscal year 2010 of the Christmas bonus to be paid in December
2010 with unrestricted funds.

Estimated closure and post{losure care costs of Municipal
Landlill - The Municipality owns and operates a MSW landfill
in Barrio Jaguitas, Hormigueros since about 1977. The
Municipality has recognized an estimated liability for future
closure and post-closure care costs. (See Note I)

Payable to CRIM, property tax advances - represent amount
reported by CRIM as a result of the settlement of excess of
advances over actual collections of property taxes applicable to
fiscal year 2009. Amount will be repaid with unrestricted funds
thrcugh withholdings from the advances of property tax and
amounts of the municipal equalization fund sent to the
Municipality by the Municipal Revenue Collection Center. (See

related note K)

94,711

r3rs,77t

177402

7212306

3tt,u7
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June 30, 2010

NOTE I - LONG-TERM DEBT - Continued

Payable to PREPA - As requied by Act No. 83 of May 2, 1941

the Puerto Rico Electric Power Authority ('?REPA') should
annually pay to the Municipalities of Puerto fuco a conkibution
in lieu of tax C'CELI) based on certain requirements as

specified by the mentioned Act. The amount of CELI obligation
is used by the Municipalities to finance the annual electric utility
expense payment to PREPA. For fiscal year 2008-2009 the
Municipality's annual energy charges amounts to $1,088,387 but
the CELI obligation amounted to $655,533. The excess amount
of $432,854 was recorded as a payable and a receivable for the
same amount and will be amortized over a three-year period. As
ofJune 30,2010 the outstanding amount of$322,202 includes a

balance of $33,632 from fiscal year 2008 and is recognized by
the Municipality as a receivable atrd a liability to PREPA. Debt
service requirements in future years are as follows:

June 30 Principal

s 177,917
144,285

s 322,202

322202

201 I
2012

Totals
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June 30, 2010

NOTE J - LANDFILL CLOSURE AND POSTCLOSURE CAR.E COSTS OBLIGATIONS

The Municipal opemtes a landfrll since 1977. Commonwealth and Federal laws and regulations require the

Municipality to place a final cover on its landfill when it stops accepting waste and perform certain
maintenance and monitoring functions at the landfill site for thirty years after closure. In addition to

operating expenses related to current activities of the landfill, an expense provision and related liability
should be recognized based on the future closure and post closure care costs that will be incurred near or
after the date the landfitl no longer accepts waste. The Municipality has performed a study of the actiyities
tllat need to be implemented at the Municipality's tandfrll to comply with applicable laws and regulations.

As a result of this study, the Municipality has recognized an estimated liability for future closure and post-

closure care costs. The recognition of this liability is based on the amount of the landfill used during the
year. The estimated liability for landfill closure and post-closure care costs has a balance of$1,212,306 as

ofJune 30, 2010, which is based on 547o usage ofthe landfill. It is estimated that an additional $951,193
witt be recognized as closure and post-closure care expenditures between the date of the balance sheet and

the date the landfrll is expected to be filled to capacity (December 2035). The estimated total current costs

ofthe landfitl closure and post-closure care ($2,163,499) is based on the amount that would be paid if all
the equipment, facilities and services required to close, monitor and maintain the landfill were acquired as

of June 30, 20 I 0. However, the actual cost of closure and post-closure care may be higher due to inflation,
changes in technology, or changes in landfill laws and regulations.

NOTEK-PROPERTYTAXES

The Municipal Revenue Collection Center (CRIM) ofthe Commonwealth of Puerto fuco is responsible for
the assessment, collection and distribution ofreal and personal property t -xes. The tar on personal property

is self-assessed by the taxpayer. The assessment is made on a retum, which must be filed with the CRIM
by May 15 of each year and is based on the curent value at the date of the assessment. Real property is

assessed by the CRIM. The tax is general assessed on January I on a[[ taxable Property located within the

Municipality and is based on the curent value existing in the year 1957. For personal property the tax is
due with the return frled on or before May 15. Taxes on real property may be paid on two equal

installments, July I " and January I ". Total tax rctes in force as of June 30, 2010 are 7 .03o/o for personal

property and 9.03% for real property. The distribution ofthese rates follows:

Description
Basic property tax rate, which is appropriated for general

purposes and accounted in the Municipality's general

fund:
Percent that belongs to the Commonwealth's debt service

tund:
Percent that belongs to the Municipality's debt service

tund:
Total tax rate:
Discount gEnted by law to the taxpayers bul reimbursed to

the Municipality by the P.R. Treasury Department:
Total percent to be paid by ta{paye$:

Personal Real
Property Property

4.00Yo 6.00Y.

t.03v" 1.03%

2.00"/. 2.OOV"

7.03% 9.03vo

(.2o%) (.20%)
6.83v. 8.8304
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June 30, 2010

NOTE K - PROPERTY TAXES - Continued

Residential real property occupied by its owner is exempt by law fiom property taxes on the first S15,000
of the assessed value. For such exempted amounts, the Puerto zuco 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 Municipatity grants a complete exemption from personal property taxes up to an assessment
value of$50,000 to retailers with annual net sales ofless than $150,000.

The CRIM 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 fiom the Commonwealth
government. The CRIM is required by law to prepare a settlement statement oo a fiscal year basis, whereby
a comparison is made between the amounts advanced to the Municipality and amounts actually collected
fiom taxpayers. The CRIM prepares a preliminary settlement not later than three months after fiscal year-
end and a final settlement not later than six months after hscal year-end. If actual collections exceed the
advances a receivable fiom CRIM is recorded. However, ifadvances exceed actual collections, a payable to
CRIM is recorded. A net payable of $3 I I ,847 resulting fiom the settlement for fiscal year 2009 is recorded
as other long-term debt in the government wide financial statements since it will not be paid with cu[ent
available financial resources. A net receivable of $39,048 resulting from the settlement for fiscal year 2010
is recorded in the general fund is recorded as a defened revenue since is not available as required by
current standards.

NOTE L . MT'NICIPAL LICENSE TAXES

Municipal License taxes are assessed annually by the Municipality to all organizations or entities subject to
the tax doing business in the Municipality's location except for entities totally or partially exempt pursuant
to certain Commonwealth's statutes. This tax is based generally on volume of business or gross sales as

shown in a tax retum that should be submitted on or before April 15. During the Fiscal year ended June 30,
2010 the tax rates were as follows:

r Financial business - L507o ofgross revenues
. Other organizations - .50oo o[gloss revenues

The tax is due in two equal installments on July I and January I of each fiscal year. Tax revenue is
recognized at that moment by the Municipality. A discount of5% is allowed when full pa)rment is made on
or before April 15. Municipal license taxes collected prior to June 30 but penaining to the next fiscal year
in the amount of$946,088 is recorded as deferred revenues.

NOTE M - SALES AND USE TAXES

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 5.5olo

to be imposed by the Commonwealth Government. Act I 17 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-
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June 30, 2010

NOTE M - SALES AND USE TAXES - Continued

Section 6189 ofthe Puerto Rico Intemal Revenue Code of 1994, as amended, authorizes the Municipalities
in Puerto fuco 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 intemal 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 intemal regulation) taken place within Municipal limits. The

Municipal Legislature approved the imposition of the municipal sales and use tax on November l, 2006

with Ordinance No. 22 Series 2006-2007, effective on November 15, 2006.

On July 29, 2007 the Commonwealth Legislature approved Act No. 80 ("Act 80") which amends Act No.

117 ofJuly 4, 2006 to impose to all the Municipalities of Puerto Rico a uniform municipal sales and use tax

of 1.5%. Effective August l, 2007,1% of the 1.5% is collected by the Municipalities and the remaining

.5"/o 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:

. .ZY; of the.S% will be deposited in a "Municipal Development Fund" to finance costs as restricted

by the Act,

' .2%o of the .5% will be deposited in a "Municipal Redemption Fund" to finance loans to

Municipalities subject to restrictions imposed by the Act and,
. .|Yo of the .5% witl be deposited in a "Municipal Improvement Fund" to finance capital

improvement projects; these funds will be distributed based on legislation from the Commonwealth's
Legislatue

The Municipal Legistature approved an amendment to Municipal Ordinance No. 22 Series 2006-2007 to

conform to dispositions ofAct 80.

lndividuals. organizations and entities subject to collect the municipal sales and use tax must file a tax

return to the Municipality. The tax is due the l0o day of each month based on the tax collected in the

preceding month. A total $116,285 sales and use tax receivable represents the tax collected on June by
individuals, organizations and entities but reported and paid to the Municipality on or before July 20, net of
uncollectible accounts; S21,458 and $63,352 represents amounts of "Municipal Development Fund" and

"Municipal Redemption Fund", respectively, collected on June by individuals, organizations and entities

but paid by the PRDT subsequent to June 30. The amount of $16,361 (related to Municipal Redemption

Fund) is recorded as deferred revenue since is not available as required by current standards.
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NOTE N - INTERGOVERNMENTAL REVENUES

Intergovemmental revenues in the General Fund are comprised ofthe following:

Amount ofmunicipal equalization fund sent by CRIM
Compensation in lieu of tax from the Puerto Rico Electric Power

Authority (PREPA)
P.R. Departrnent of Labor - Law No. 52

Reimbursement from P.R. Department of Treasury
Bonus reimbusement

Other intergovernrnental revenues

NOTEO-RETIREMENTPLAN

Christmas

Amount
$ 2,135,353

1,403,781
90,386

155,566
3 1.410

-q____iq!4!_

l. Plan desciption

Regular employees of the Municipality contribute to a cost-sharing multiple employer defined benefit

retirement plan, administered by the Employee's Retirement System of the Government of Puerto Rico

an its Instrumentalities (ERS). ERS covers all regular ful-time public employees working for the central

goyernment, the municipalities of Puerto fuco and certain public corporations not having their own

retirement systems. The system provides retirement pensions, death and disability benefits.

Retirement benefits depend upon age at retirement and number of years of credited service. Disability
retirement benefits are available to members of occupational and no occupational disabilities. Beneflrts

vest after ten years of plan participation. The system was created under Act 447, approved on May 15,

1951, as amended, and became effective on January l, 1952. Retirement benefits are determined by the

application of stipulated benefit ratios to the member's ayerage compensation. Average compensation is

computed based on the highest 36 months of compensation recognized by ERS. The annuity, for which a

plan member is eligible, is limited to a minimum of $200 per month and a maximum of '75yo of the

average compensation. ERS issues a publicly financial report that includes financial statements and

required supplementary information ofthe Plan, which may be obtained from the ERS.

Law No. 305 of September 24, 1999 amended the Act No. 447 of 1951 and was enacted with the purpose

of establishing a new pension program (System 2000). The new pension program became effective on

January l, 2000. Employees participating in the current system as of December 31, 1999 may etect

either to stay in the defined benefit plan or transfer to the new program. Persons joining the goYemment

on or alier Janua4r l, 2000 will only be allowed to become members ofthe new program.
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NOTE O - RETIREMENT PLAN - Continued

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. There will be a

pool ofpension assets, which witl be invested by the System, together with those of the current defined

Lenefit plan. Benefits at retirement age will not be guaranteed by the State goYemment and will be

subjected to the total accumulated balance of the savings account. The amuity will be based on a
formula, which assumes that each year the employee's contribution (with a minimum of 8.275% of the

employee,s salary up to a maximum of 10%) will be invested in an account which will either: (1) eam a

fixid rate based on the two-year Constant Maturity Treasury Note or, (2) eam a rate equal to 75Yo of tbe

return ofthe System's investment portfotio (net of management fees), or (3) eam a combination ofboth
alternatives. Ifthe savings accounts balance is $10,000 or less at time of retirement, the balance will be

distributed by the System to the participant as a lump sum. Participants receive periodic account

statements similar to those of defined conkibution plans showing their accrued balances. Disability

pensions have not been granted under the new program. The employer contributions (9.215Y" of the

imployee,s salary) will be used to fund the current plan. Under System 2000 the retirement age is

reduced from 65 years to 60 for tlose employees whojoined the current plan on or after April l, 1990.

2. Funding policy

The Act 447, as amended, is the authority under which obligations to contribute to the Plan by the Plan

members, employers and other contributing entities are established or may be amended. Plan members

are required to contribute 5.775% of gross satary up to $6,600 plus 8.275% of gross salary in excess of
$6,600 except for the Mayor or employee under a supplementation plan, which contributes 8.275Y. of
gross salary. The Municipality is required to contribute 9.275% of gross salary.

The Municipality's actual contribution for the curent and the previous two fiscal years, which is equal to

the required contribution. [ollows:

2010

2009

2008

NOTE P - POSTEMPLOYMENT BENEFITS

In addition to the pension benefits described in Note P, the Municipality is required to cover annually the

3%o increase in the retirement plan ofits retired employees, as required by Commonwealth's laws. Also, the

Municipality is required to finance costs related to the application of certain "Special Laws" issued by the

Commonwealth Government. Those Special Laws granted increases in pensions and other benefits to

retired employees of the Municipality such as medicines bonus, Christmas bonus and death benefits. For

the fiscal year 2010, costs related to these post employment benefits amounted to $92,926. These benefits

are recorded as expenditures in the general fund.

Fiscal vear ended: Law No. 447 Svstem 2000

$ 181,676

t'77.'720

$ 146,069

$ 162,034

s 170,972

s 176,198
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF IIORMIGUEROS

NOTES TO TINANCIAL STATEMENTS

June 30, 2010

NOTE Q.COMMITMENTS

l. Operating leases

The Municipality leases office equipment under operating lease agreements, which generally have terms

of one year or less and are automatically renewed for the same terms. Rental expenses amounted to

$47,730. Management believes that the summary ofthe future minimum rental commitments under non-

cancelable operating leases with terms exceeding one year is not significant.

2. Consttuctiort

The Municipality has commitments at June 30, 2010 of $4,066,588 for construction, improvements or
renovation of certain municipal facilities.

NOTE R _ FUND BALANCE DEFICITS

Certain special funds disclosed fund balance deficits as follows:

Amoutrt
Major Funds:

CDBG
Lavadero Sanitary Sewer System

Other Govemmental Funds:
INSEC
HOPWA
Title III E and D
lnfiastructure Financing Authority
lnfiastructure Financing Authority - PIM

The deficits results ftom the accrual of expenditures without accruing intergovemmental revenues for
reimbursement of expenditures. As required by current standards, the Municipality recorded

intergovernmental revenues for reimbursement-based (expenditure-driven) grants on fund statements when

all applicable eligibility requirements haye been met and the resources are available.

NOTE S _ NET CHANGE IN FTit\iD BALANCE _ GENERAL FTJND

The Statement ofrevenues, expenditures and changes in fund balance reported a net change in fund balance

for the general fund in the amount of($255,289), which is composed ofthe following:

$ 206,761
$ 124,209

s
s
s
s
s

9,510
33,002

'7;718

16,093
r8,803

$

(188,821)

_!_-_-__r2!!t!21

Net change in fimd balance, 0l Fund

Net change in fund balance, other special fimds (with self
imposed restdctions) included as part ofthe general fund:
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COMMOITWEALTH OF PI]ERTO RICO
MI]MCIPALITY OF IIORMIGI]EROS

NOTES TO FINA}ICIAL STATEMENTS

June 3O 2010

NOTE S - I\ET CEANGE IN FIJND BALAIICE - GENERAL FIJND - Continued

Negative net change in fimd balance in 0l Fund resulted of the effect ofa fimd balance readjustuent of
S546,078. This represents a readjustment of current year budget with prior year's fund balance resources,

approved by the Municipal Legislature. Resources to finance other special funds included as part of the
general firnd were provided in previous years but funds were expended in curent year.

NOTE T. CONTINGENCIES

l. Federal arul Conmonweahh grant

Projects financed by Federal and Commonwealth Grants are subject to audits by grantors and other
govemmental agencies in order to determine that the expenditures comply with the conditions of such

grants. h is the Municipality's opinion that no additional material unrecorded liabilities will arise from
audits previously performed or to perform-

2. Litigations

The Municipality is, at present, a defendant in a nunber of legal matters that arise in the ordinaDr course

ofthe Municipality's activities. There are cases whereby the Municipality is a defendant or codefendant

that will be covered by insurance, certain cases whereby the legal counsel has not determined an outcome
and other cases that will not be covered by insurance. However, it is the opinion ofthe Mmicipality and

the tegal counsels that, based on their experience, such actions and the potetrtial liabilities will not impair
the Mudcipality financial position.
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COi'If,ONWEALTH OF PUERTO RICO

I,IUNICIPALITY OF HORiIIGUEROS

BUDGETARY CO]TPARISON SCHEDULE - GENERAL FUNO

FISCAL YEAR ENDED JUNE 30, 2O1O

Budgoted amounl9 .

Original ilnar

Revenues:
Taxes:

Properly taxes
MuniciPal license taxes

Sales and use taxes

lntergovemmental
Fees, fines and charges for services

lnterest
Other

Total rev€nues

Expendltures:
Cunent:

General govemment

Publicworks and sanitation

Public safety
Culture and recreation
Health
Welfare and community developmenl

Education
Total expenditur€s

Excess (d€Iiciency) of nevenues over exp€nditur€s

Other financing sources (uses):

Transfers in

Transfers out
Total other financing sources (us€8)

--#Sl ---#i# '10,307,380 ----d6@

$ 2,550,469
1,500,000
1,564,000
2,865,934

741,500
200,000

$ 2,s50,469
1,500,000
1,572,000
2,921,869

838,214
200,000

Aciual Amounts
(Budgetary

Basis)
lsee Note A )

s 3,025,950
1,337,812
1,544,4U
3,258,020

855,736
104,541
180,837

Valianc€ with
Final Budg€t

Positive (NeEative)

$ 475,481
(162,188)

(27,s16)
336,151

'17,522
(e5,459)
32,337

253,087

5,605,238
2,279,737

617,875
a30,424
358,627
568.843

15.017
10.275.761

(351,254)
6,628

649
277

16i92
682

3,584
(323.241\

4,320,613
2,250,155

673,361
815,652
378,719
623,815

24,800
9,087,115

397,288

5.253,984
2,286,365

6',t8,524
830,701
374,819
569.525

'18.601

9,952,52!

(221,468)

72.678

31,619

72,678

--l#fssf --€s#a| --13?#B
(282,095)Excess (deficiency) of revenues and other financing sourc6

over exoenditulas and otherfinancing uses

n"aai.otm"nt ito, prior year fund balance (note B)

-

(546,078)
546,078

-$----:--

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



COUUONWEALTH OF PUERTO RICO
MUNICIPALIW OF HORMIGUEROS

NOTES TO REQUIRED SUPPLETIENTARY INFORTTIATION .
BUDGETARY COilIPARISON SCHEDULE - GENERAL FUND

June 30,2010

NOTE C - BUDGET TO GAAP RECONCILIATION . CONtiNUCd

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

Entity differences:

Non-budgeted funds recorded as revenues for financial reporting purposes:

Non-budgeted funds recorded as expenditures for financial reporting:

Basis of accounting differences:

Revenues recorded for financial reporting purposes but not in budgetary basis:

Revenues recorded in budgetary basis but not for financial reporting purposes:

Expenditures recorded in budgetary basis but not for financial reporting purposes:

Expenditures recorded for financial reporting purposes but not in budgetary basis:

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):

(282,095)

156,552

(3r4,287)

888,758

(195,455)

't02,208

(51',t,792)

117,226

(185,318)

(255.289)
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CO]ItrIiOI{WEALTH OF PUERTO RICO

I{UNICIPAUTY OF HORI GUEROS

SUPPLEI{EiITARY II{FORJ{ATION . FII{AIICIAL OATA SCHEDULE

BALANCE SHEET AiID STATEII|EiIT OF REVENUES ATID EXPENSES IiIFORXIATION

JUt{E g}, 20'10

ASSETS
Cunent Sheet

Cash:
Cash - unrestricted
C6h -c her r€stric{ed
Tdal cash

Accoirnts and notes recdvablB:
Accounts recdvable - Pl-[q prcjects
Accenis recdvable - HUD c her prciects

Accounts rccdvable - miscdlaneous
All(l.{ance fur doubtful sccounts - dher
Fraud recor€ry
Allo,vance tur doubtful accounts - ftaud

Total Ecdvabl€s. net ol allcri,t ance for doubtful acccunts

Cuarent inveslrnentS
hter prwlam - due iqn
Total Cun€nt Aasets

lloncunent a3aets
Fb(ed 6sds

FumituE, equipmer{ and mehinery - dminisEim
Accumulated deplEciation
Tdal capital assds, net of accumulated deplEcidiql

T&l on+uflent Aa3€ts

TOTAL ASSETS

LIIEIL]TIES AI{O EOU]TY
LIAalLlTIES
Cunrnt Lhbllltlea

Accqrnts payable < 90 days
Accru€d compeisated abs€,lc6 _ cunent poation

Acctued contingency liatility
Accrued intercst Payable
Accounts payable - HUD Pl-lA Fograms - Other

Accounts Peyable - PHA Pr(|bcts
Accounts payable - d|er goranment
Tefi ant seqrrity dePo6its
O€ftred €\rerue
CunEnt po.tim of Long-Term debt-capitd prcjeclgmortg4e ler'€nle bo'ds
Cureit portion of Long-Tem d€bt-op€rating boflu.rinos
Othe. cunei[ liabilities
lr*er{rogram - due to
L@l Liability - cunent
Total Cunent Lhbllhieg

oncutrer* Lbbllltles
NdFcuir€nt liabiliti€s - other
Accired cornpeisated absences _ non qirent
Tdl l{o.i+unent Llabllitie€

Total Lbbllldes

EOUlrY
lnvested in C4itd Ass€is, Net of Rdated Ht
Restricted Net Assds
Unr6lricted t{et Assds

Total Equitylt{et A8aet3

Tot l LhbititL. and Equltvr €t Aseet3

Section 8 Houaing
Choice VoucheB

t4.871Llne lEm l{o.

111

113
100

35.r
350

300

$ 42,131
62,128

t(x,559

121
122
125

126.2
12E

128.1
120

312
322
324
325
331
332
333
341
!12
3.13

u4
345
u7
348
310

9,680

897
(470)
9.18

(160)
11,656

144
150

1U
166
160

180

190

r't6,215

19.872
(19,,{60)

392

392

___l_!-s€gz-

$ 7,171
3,0'19

,-*

11,121

7,056
7,781

$,447

25,961

3S2
53,897
36,357

90,6,16.

_____!gsgz_

508.'l
511.1
512.1

513

600

ft. r@opEying ooL i! e iot gEl pEi of thi ehcduL.



Llne ttem l{o.

70600{10
70600{20
70600{70

70600

71500
700

91100
9,|200
9't 500
91600
91E00
91000

96200
96210
96600

96900

97000

97300-020 Ho.neownsship
9730M50 All other

97300 Hollslng arbtance paynrenta
97350 HAP Porlabfl[yin
97400 DepEciatiqler9eose
S00 Tdl Erpen8eg

IOOOO EXCESS (DEFICIENC'N OF TOTAL REVEIIUE OVER (U}IDER) TOTAL EXPET{SES

fExO acc.lnt Iniormdqr
1i03 Biginnino €quity
'1104 Priq period adiustments, equity transtus and cdreclion of erors
1120 Unit months Available
1121 Number of units months l€ased

COMIrcIWEALTH OF PUERTO RICO

UNICIPAUTY OF HORMGUEROS

SUPPLE EI{TARY INFORIXATIOiI ' FIi|ANCIIAL DATA SCHEDULE

BALAIICE SHEET AND STATEMEXT OF REVETUES AND EXPE SES INFOR ATION

JU|E 30' 2010

lncornc Stabnioni
REVE UEST

Housing Gsistance paym€nts

Ongdng administrative ftes eamed
Admin €e calculdiql descriptiql
HUO PtlA opcrating granG

Other Evenue
Total Revenug

EXPEIISES
Adminbtratlve

Administrative salaies
Auditing ftes
Emplqyee beoefit confibutione dministralive
Ofice eJe€tls€s
Trarrd

Totsl Operating - Adminbtrailve

Geng!?l erp€n9e5
Oher general €Senses
Cqnpeosated abs€oces
Bad debt - dher

Subtotal

TOTAL OPERATING EXPEI{SES

EXCESS OPERATING REVENUE OVER OPERATING EXPE}{SES

Section I Hou8inq
Ch.ice VoucheE

$.a71

195,174
70,649

565,E23

53,495
5,000

15,197
12,031

2U
----------s5,fr-

335
676

t.0tl

86,988

5{16,498

1,590
172,697
{71,2n
22,139

164--- ss3"578

9.918

80,738

1.236
$ 1,200

IhG a.c@reyirgloic i. u iot gftl pdt ol6it s.!€dule 55



COMMONWEALTH OT PUERTO RICO
MT,NICIPALITY OF HORMIGUEROS

NOTE TO STJPPLEMENTARY INFORMATION - FINANCIAL DATA SCHEDULE

June 30, 2010

NOTE A _ BASIS OF PRESENTATION

The accompanying financial data schedule (FDS) is a trial balance of the Section 8 Housing Choice
Voucher Program administered by the Municipality. The FDS was created in order to standardize the
financial information reported by Public Housing Authorities (PIIA) to the Real Estate Assessment Center

@EAC), as required by the Uniform Finaucial Reporting Standards (LTFRS). REAC is the US Department
of Housing and Urban Development ([IUD) national management center created to assess the condition of
HUD owned and assisted properties. The UFRS are n es to implement requirements of 24 CFR, Part 5,

Subpart H, for the electronic filing of financial information to HLID.

In accordance with the guidelines for reporting and attestation requirements of UFRS, the accompanying
FDS is included as information supplementary to the financial statements. It was prepared using the accrual
basis ofaccounting, as required by REAC regulations.
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COMIiIONWEALIH OF PUERTO RrcO
MUNICIPALITY OF HORIdGUEROS

SCHEDULE OF EXPENDITURES OF FEDEML AWARDS
FISCAL YEAR ENDED JUNE 30, 2O1O

F6d€lal Granto./Pass Through
GrantorlProoram Tltls

Pa$-Through
Enuty ldsnulylng

Numb€r
(not B)

F€d€ra1
Erpendltrra3

(not6 A and 8)

CFDA
Numb.r
lnot6 Bl

lJ,s, oeoanm ent of Aoricultu re
Passed-throuEi ffogram iom:

Child and Adult Care Food Program

@
DirBcl prcqrams:

Shelter Plus Cale
Section 8 Housing Choice VoucheB Progam

Passed-through programs fiom:
Offic€ of Comrhissoner of MunlclDal AlIars:

CDBG - Stat -AdmlnEt red small cltles ProgEm cluster:
Cormunity Dev€loprnent Block Grad / Slate's Proq6m (Slat+Mministered SnEll Cities Prcgram)
ARRA - Comfirlnity Developmenl Block Grant / Slate's PrEgram (S'tat€-Adminisiered 9nall Cities Program)
Totel CO8G - St te-Admlnlst€rEd Small Cllica Progran Clusler:

P.R. DeoadrEnt of Health:
Housing opportunities br P€rsons wnh Alos {HoFM/A)

10.558

11.29
11A71

16,83

38,667
565,823

ccc{29

PR,|6C6030't 0
RO035

FC-30, AB-30 ADM-30
AR.30

201GDS 0268

122-2010{00229

RO{O500105D

PR-90

FOA{Oo1}11

100085R2, 1090293R2
100058R2
1m299R2

ARRA - Homele$ Prevention and Rapid R$Housing Program Tecnnical Assistance

11.224

11.241

14.262

14.850

20.fi7

81.128

93.04:)
93.052
93.053

799,345
169,594.

s68.S39

33,002

25.A77

Public and lndian Housing
Subtotal U.S. Departnant of Hou3lng and lJrban Dev6lopment

!s-s9p3E!.e4-9!-E3G!eegeo
Direcl prcqram:

Federel T6nsit Fomula Graftls

lJ,S, Deoariment ol EneEv
Passed.throuqh program fom:

P R. Enemv AfiaiE Administrstion:
ARRA - Enargy Efficiency and Consewation Block GEnt ProglEm (EECBG)

lJ,S. Deoertn ent ot He.lth .fld Humafl Sorvlc63
Passed-through progtams fiom:

P. R. Ofice of the Ombudsman llv the Elderlv:
Sp€cjal Pmgrams for lhe Aqing_Trttle lll Ped D Daseas€ Prevention and Health Pronotion Services
NationalFamily Ceregiver Sugrcrt, Tnb lll, Pan E

Nutrilion Services lncenlive PrcqEm

59,607

29,500

2,841
35,637
20,@2

CCDF Clusrar:
Child Care and OeveloprEnt Block Glant
ARRA - Chald Care and Developmefil Elock Grant
Total ccDF clu3i.r:

ARRA - Comdrnity Sen ices Block Graftl
sublotal lJ.s. Depaaunant of Hoalth and Hunan sodlca3:

Tolal Expendltllre3 ol F€der.l Aw.rds

Thc accompsnying not6s are an inteEl: pad of this sciedule.

93.575 200&2009039. 20092010-053 118,882
93.713 G{901+RCCD7 3,936

'122.814

vl |-35{91GEMP-ARRA-009 22,522
2m,820

93 7r0

_!______!,!99!?8



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF IIORMIGUEROS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30,2010

NOTE A _ BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the
Municipality under programs ofthe federal govemment for the year ended June 30, 2010. The information
in this schedule is presented in accordance with the requirements of OMB Circular A-133,ludits of States,
Local Governuents and NonproJit 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. Because
the schedule presents only a selected portion ofthe operations ofthe Municipality, it is not intended to and
does not present the financial position and changes in net assets ofthe Municipality.

NOTE B - SUMMARY OT SIGNIFICAIIT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported oo the modified accrual basis of accounting. Such
expenditures are recognized when the retated liability is incurred following the cost principles contained in
OMB Circular A-87 Cost Prirciplesfor State, Local and Indian Tribal Governmenrs, wherein certain types
ofexpenditures are not allowable or are limited as to reimbursement.

The Catalog ofFederal Domestic Assistance (CFDA) Number is a program identification number. The fint
two digits identifo the federal department or agency that administers the program and the last tkee
numbers are assigned by numerical sequence.

State or local govemment redistributions of federal awards to the Municipality, known as "pass-thLrough
awards", should be treated by the Municipality as though they were received directly fiom the federal
govemment. OMB Circular A-133 requires the schedule to include the name ofthe pass-through entity and
the identirying number assigned by the pass-through entity for the federal awards received as a
subrecipient. Numben identified as N/A are not applicable and numbers identified as N/AV are not
available-

NOTE C _ R-ECONCILIATION OF EXPENDITURES PRISENTED IN TIIE SCHEDULE OF
EXPENDITTJRES OF FEDERAL AWARDS TO TIIE EXPENDITI,'RES PRESENTED IN THE
BASIC FINANCIAL STATEMENTS

Description

Community
Development Block

Grant Program
Fund

t:

799 145
t69.5g4

Other
GoYernmental

Futrds
$ 16,833

38,667
565,823

33,002
25,87',7

r 51,560
59,60',7

29,500
2,841

35,637
20,002

10.558
14.238
14.871

14.228
ARRA - 14.255

14.241

ARRA I4.262
14.850
20.50't

ARRA - 81.128
93.043
93.052
93.053
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COMMOITWEALTE OF PIJE.RTO RICO
MI]MCIPALITY OF EORMIGI'EROS

NOTES TO SCHEDT'LE OT'E)PEIYDITIJRES OT I'E,DERAL AWARDS

June 3ll, 2010

NOTE D - RECONCILIAIION OT E)GE1\IDITIJRES PRESENT}D IN TEE SCEEDI'LE OF
DPENDITI]RES OF FEDERAL AWARI'S TO TEE EXPEIIDITIJRES PRESENIED IN TEE
BASIC FINAIICIAL STATEMENIS - Cont

Commuuiqr
IreYclopmcnt BtDck 0thcr

Grana Progrrn Goveflmcntal
DcrcriDtion trund futrds

93575
ARRA - 93.713
ARRA - 93.710

Totat federal awards
expendiures:
Total non-federal ayards
ex@itues:

968,939

Total expeditulB, filod
statemeirb:S96E839S3.978-88

l l&882
3936

22522

t,t24s89

2,854249
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VALDES, GARCIA, MARIN & MARTINEZ, LLP
CERTTFTEo PuBLtc AccoUNTANTS aND CoNSULTANTS

MEMBER OF THE AICPA PRIVATE COMPANIES PRACTICE SECTION

PO BOx 36443r
SAN JUAN PR 00936-443 |

TELEPT-roNE: l7a7) 725 160<)

TEtEFAX: 1787) 721 2795

INDEPENDENT AUDITORS'REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER i'ATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN AGCORDANCE WITH GOYERi'I'E'VT AUDITING STA'VDARDS

To the Honorable Mayor
and Members of the Municipal Legislature

lliunicipality of Hormigueros
Hormigueros, Puerto Rico

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining tund information of the Municipality of Hormigueros (the Municipality), as of and
for the year ended June 30, 2010, which collectively comprise the Municipality's basic financial
statements and have issued our report thereon dated January 20,2011. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Govemment Auditing Standards, issued by the
Comptroller General of the United States.

lnternal Control Over Financial Reporting

ln planning and performing our audit, we considered the Municipality's intemal 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's internal control over financial reporting. Accordingly, we do not express an opinion
on the effectiveness of the Municipality's internal control over financial reporting.

A deficiency in intemal confrol 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 and correct misstatements on a timely basis. A mateial weakDess is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and conected on a
timely basis.

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

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

This report is intended solely for the information and use of the Municipality's management, the
Honorable Mayor, Members of the Municipal Legislature, the Commonwealth of puerto Rico, and
federal awarding agencies and passthrough entities and is not intended to be and should not be used
by anyone other than these specified parties.

--aqr-2lL:-},..-.- I':-...-tt-*
San Juan, Puerto Rico
January 18, 201 1

Stamp 2566417 was affixed
to the original.
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VALDES, GARCIA, MARIN & MARTINEZ, LLP
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

MEMBER OF THE AICPA PRIVATE COMPANIES PRACTICE SECTION

P.O. Box 364431
SAN JUAN. PR 00936.443I

TELEPHoNE: {'747 ) '725- l6CX)
TELEFAJ,: (787 ) 72 1 -2'795

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REOUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM

AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE wlTH OMB CIRCULAR A-,I33

To the Honorable Mayor
and Members of the Municipal Legislature

Municipality of Horrnigueros
Hormigueros, Puerto Rico

Compliance

We have audited the Municipality of Hormigueros's (the Municipality) compliance with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of the Municipality's major
federal programs for the year ended June 30, 2010. The Municipality's major federal programs are
identified in the summary of auditors' 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 the Municipality's management. Our
responsibility is to express an opinion on the Municipality's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Govemment Auditing
Standards, issued by the Comptroller General of the United States and OMB Clrcular A-133. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the 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 the Municipality's compliance with those requirements and
performing such other procedures as we considered ne@ssary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of the
Municipality's compliance with those requirements.

ln our opinion, the Municipality complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal
programs identifled in the accompanying schedule of findings and questioned costs for the year
ended June 30, 2010.
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lntemal Control Over Compliance

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

A deficiency in intemal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A mateial weakness in intemal control over compliance is a
deficiency, or combination of deficiencies, in intemal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

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

This report is intended solely for the information and use of the Municipality's management, the
Honorable Mayor, Members of the Municipal Legislature, the Commonwealth of Puerto Rico, federal
awarding agencies, and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

San Juan, Puerto Rico
January 18, 201 'l

Stamp 2566,418 was afftxed
to the original.
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COMMMOITWEALTH OF PUERTO RICO
MI]MCIPALITY OF HORI\{IGI]EROS

SCIIEDT]LE OF HNDINGS AND QUESTIOIYED COSTS

Section I - Summary of Audit Results

FISCAL YEAR ENDED JUIYE 30, 2O1O

A. Summary of audit resuls:

Part I - Financial Ststements

l. Type ofaudit report:

2. Signif cant defi ciencies

3. Significant deficiencies reported as

material weaknesses

Parttr-FederalAwards

L Significant deficiancies

2. Significant deficiencies reported as

material weaknesses

3. Type of auditors' report on compliance

major programs

4. Audit findings required to be reported
under Section 510(a) ofCircular ,{-133

5. Major programs

6. Dollar threshold used to distinguish

Tlpe A and Type B programs:

E "".
4. Material noncompliance disclosed E V".

X None reported

XNo

Xuo

X Noo. ."po.ted

X Unqualifed opinion l-l quaUnea opinion

l-l Adverse opinion l-l Disclaimer of opinion

E v". Xuo

7. Auditee qualified as low-risk auditee? E ""t

X Unqualified opinion J-l Qualified opinion

l-l Adverse opinion l-l Disclaimer of opinion

! v.t XNo

E v".

fl v""

CFDA Number(s)
Name of Federal hogram

or Cluster
14.228 Community Development Block

Grantvstate Program
14.850 Public and lndian Housing
14-871 Section 8 Housing

Choice Vouchers
14.255 ARRA-Community Development

Block Grant

xE $3oo,ooo tr

u
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COMMMONWEAL'IE OF PUERTO RICO

MI'MCIPALITY OF EORMIGIJEROS

SCEEDI'LE OFFINDINGS AND QUESTIONED COSTS

!
Section II - Finencial Ste&ments Fhdings

rIs'CAL YEAR E]\IDED JI'NE 30, 2O1O

V Finding No md€rs r€pfited-

v

Y

Y
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COMMMONWEALTE OT PI'ERTO RICO

MT'MCIPALITY Otr' EORMIGI]EROS

SCEEDUI,E OF FINDINGS AND QI]ESTIONED COSTS

9
Seetion III - Fedenl Areds Fir.lirys and Questioled Ccts

FISCAL YEAR. ENDED JI'NE 30, 2O1O

v finding No matters repoted-

Y

Y
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COMMMONWEALTE OT PI]ERTO RICO

MI]NICIPALITY OF EOR}trGUEROS

SCflEDt]I,E OF PRIOR YEARS AIJDIT FINDINGS
AND QIJESTIONED COSTS

FIS'CAL YEAR ENDED JIJNE 30, 2010

Y

Finding 2009 lll-l

v Condldon:

ln teting the Housing Qudity Standards Enforcement pocedures vue noted that inspec-tims were not
performed.

Audit Findlno Statrg

Artion was taken. The sifuation rEs corec{ed.

Y

Y

v

!

Y.
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