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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Members of the
Municipal Assembly

Municipality of Humacao, Puerto Rico

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of tlunicipality of Humacao, Puerto Rico, as of and for the year ended June 30,
2010, which collectively compnse the l,4unicipality of Humacao, Puerto Rico's basic financial statements as listed in the
table of mntents. These flnancial statements are the responsibility of Municipality of Humacao, Puerto Rico's
managemenl. Our responsibility is to express opinions on these financial statements based on our audit.

We conducled our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to flnancial audits contained in Goverrment Auditing Standards, issued by the Comptroller General of
the United States. Those slandards 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 tesl basis, evidence
supporting the amounts and disclosures in the financial statemenls, assessing the acmunting principles used and lhe
significant estimates made by management, as lvell as evaluating the overall financial statemenl presentation. We believe
that our audit provides a reasonable basis for our opinions,

ln our opinion, the financial stalements referred to above present fairly, in all material respecls, flnancial position of the
governmental activities and each major fund and the aggregate remaining fund information of the Municipality of Humacao,
Puerto Rico, as of June 30, 2010, and the changes in flnancial position thereof for the year then ended in conformity with
accounting principles generally accepted in the United Slates of America.

ln accordance with Government Auditing Standards, we also issued our report dated February 7, 2011, on out
consideration of the Municipality of Humacao, Puerto Rico's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, mntracts, and grant agreemenls and other mafters. The purpose
of thal report is to describe the scope of our testing of internal control over financial reporting and compliance and the
result of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audil performed in accordance with Governmenl Auditing Standards and should be
considered in assessing the results of our audit.



l1{DEPENDEI'lT AUDITOR'S REPORT
(c0t{TTNUED)

Accounting principles generally accepted in the United States of America require that the management's discussion and

analysis and budgelary comparison informalion on pages 3 through 15 and 45 through 46 be presented to supplement the

basic linancial statements. Such information, although not a part of the basic financial statements, is required by the

Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the

basic financial statements in an appropriate operational, economic, or historical conte(. We have applied certain limited

procedures to the required supplementary information in accordance with auditing slandards generally accepted in the

Uniled States of America, which mnsisted of inquiries of management about the methods of preparing the information and

companng the informalion for consistency with management's responses to our inquiries, the basic financial statements,

and other knowledge we obtained during our audit of the basic linancial statements. We do not express an opinion or

provide any assurance on the information because the limited procedures do not provide us with sufficient evidence to

express an opinion or provide any assurance.

Our audit was conducled for the purpose of forming opinions on the linancial statements that collectively comprise the

Municipality of Humacao, Puerto Rico's financial statements as a whole. The accompanying schedule of expenditures of

federal awards is presented for purposes of additional analysis as required by U.S. ffice of Management and Budget

Circular A-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 denved

from and relale directly lo the underlying accounting and other records used to prepare the financial statements. The

information has been subjected to the auditing procedures applied in the audit of the financial slatements and certain

additional procedures, including comparing and reconciling such information directly to the underlying accounting and

other procedures in accordance with auditing standards generally accepted in the United States of America. ln our

opinion, the information is fairly stated in all matenal respects in relation to the financial statements as a whole,
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COTIIMONWEALTH OF PUERTO RICO

MUNICIPALITY OF HUMAGAO, PUERTO RICO

MANAGEIi4ENT,S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2()IO

The following discussion and analysis of the lvunicipality of Humacao's financial perFormance provides an overview of the

Municipality's financial activities for the fiscal year ended June 30, 2010, Please read it in conjunction with the frnancial

statements which follow this section.

FINANCIAL HIGHLIGHTS

Highlights for Government.wide Financial Slatements

The governmenlwide financial slatements report information about the lvlunicipality as a whole using the economic resources

measurement focus and accrual basis of accounting:

. The assets of the lr,lunicipality, on a government-wide basrs, exceeded its liabilities at the close of liscal year 2010 by

$123,955,500 and 2009 by $120,797,490, as restated (net assets).

o Revenues decreased by $15,143,416 (18%) and expenses decreased $295,692 (0.46%) in comparison with year

2009.
o Net change in net assets amounted to $3,158,010, a decrease of 82% with respecl to prior year (2009) net change.

Highlights for Fund Financial Statements

The fund financial statements provide detailed information about the Municipality's most significant funds using the current

financial resources measurement focus and modified accrual basis of accountingl

. At the close of the cunent liscal year, the Municipality's governmental funds reported combined ending fund balances

of $61,294,409, an increase of $2,573,182 in comparison with the prior year.

. The General Fund reported an excess of revenues over expenditures of $1,968,383 and Transfer to Other Funds the

amount of $845,354. Also, M85,619 was transfer to Debt Service Fund to cover the principal and interests of operating

bonds. General Fund reported unreserved fund balance of $8,'174,375, an increase of M27,770 from prior year.

General Financial Highlights

. The investment in net capital assels as of June 30, 2010 was $87,667,554 (net of related debt).

. Long-Term General and Special Obligations increased to $77 ,690,725 an increase of $16,832,670 in comparison with

prior year balance, due to the issuances of new bonds in the amount of $20,422,880 for general construction and the

payment of $2,928,316.

. Other long{erm debts increases and net reductions from payments amounted to $569,149 and $1,231,043,
respectively.

. On a budgetary basis, actual revenues exceeded actual expendilures by $3,537,651, net of $1,198,549 designated

general fund for future expendilures (transfers out to other funds and debt service fund).

o Revenues increased ($840,183) were mainly due to $1,143,047 of property taxes, Expenditures were less than

estimated by $415,723.

ROMAN TORO & CO., CSP CertiJied Public Accountants and Business Consultants
POBOX3043 YAUCO PR 00698-3043 ' TEL. (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF HUMACAO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2()1()

OVERVIEW OF THE FINANCIAL STATEMENTS

The Municipality's basic fnancial statements comprise three components: (1) management discussion and analysis

(presented here), (2) basic financial statements, and (3) required supplementary informatiofl.

C()MPONENTS OF
THE FINANCIAL

STATEMENTS

Managerrrent
Discussion und

Analysis

Bosic Finoncial
Sforernents

Requirc'd
Supplementaty

Information

Government-wicle
Financial

State,,[ents

Fttttd Statements

Notes to the
Financial

Statements

The Municipality's basic financial statements consist of two kinds of statements, each with a different view of the

Municipality's finances. The government-wide financial statements provide both long{erm and short{erm information

about the Municipality's overall financial status. The fund financial statements focus on major aspects of the Municipality's

operations, reporting those operations in more detail than the govemment-wide statements:

Basic Financial Statements

. Government-WideFinancialStatements

The governmenlwide statements report information about the l\/lunicipality 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 governmenlwide statement - the Stalemenl of
Nef Assels - presents information on all ofthe 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

Municipality's roads and other infrastructure may need to be considered to assess the overall health of the

l/unicipality. The second statement - the Stafemenl 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 activrties regardless of when cash is received or paid.

The governmenlwide statements reports as governmental activities the Municipality's basic services such as

public safety, public works, health and sanitation, culture and recreation, solid waste disposal, human services

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

financed through property taxes, other local taxes and intergovernmental revenues. lncluded in the governmental

activities are the governmental funds.

ROMAN TORO & CO., CSP Certifecl Public Accountants and Business Consultants
POBOX3013 YAUCOPR 00698-3013 . TEL. (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF HUMACAO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}1()

. Fund Financial Stefeme,,ls

The fund financial statements provide more delailed information about the Municipality's most significant lunds, Funds

are accounting devices that the l\4unicipality uses lo keep track of specific sources of funding and spending for

particular purposes. Some funds are required by Federal and Commonwealth regulations, as well 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 governmental activities in the government-wrde statements. However, unlike the

government-wide statements, the governmental funds are prepared using the flow of current financial resources

measurement focus and the modified accrual basis of accounting. Under this approach the financial statements focus

on neaGterm inflows and outflows of exlemal resources, as well 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 thal can be spent in the near future to finance lhe

Municipality's programs. Because this information does not encompass the additional long-term focus of the

government-wide statements, additional informalion is provided on a subsequent page that explains the relationship (or

difierences) between the governmenlwde and fund statements.

The governmental fund statements focus on major funds. The l\ilunicipality's major funds are the general fund (which

accounts for the main operating activities of the Municipality) and funds that mmplies with a minimum critenon

(percentage of the assets, liabilities, revenues or expenditures). Funds that do not comply with this criterion are

grouped and presented in a single column as other governmenlal funds.

o ilotes fo lre Financial Stetements

Provides integral information needed to explain the basis for the numbers used within the Basic Financial Statements

and provide more detailed data.

Required Supplementary lnformation

Provides additional information to better understand the financial position of the Municipality and contains the Budgetary

Comparison Schedule for the General Fund.

RO\LAN TORO & CO., CSP Certifed Public Accountants cnd Business Consultants

PO BOX 3043 YAUCO PR 00698-3013 . TEL. (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF HUMACAO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2()I()

FINANCIAL ANALYSIS OF THE iIUNICIPALIW AS A WHOLE

Net Assets

The following table presenls a summary of the Statements of Net

Assets as of June 30, 2010 and 2009:

Net assels (assets over liabilities) may serve ovet time as a

useful indicator of a government's financial position. Net assets

for the year increased 2.6% with respecl to prior year as restated.

The largest portion of the Municipality's net assets reflects its
investment in capital assets (e.9., land, buildings, equipment, and

infrastructure) for $87,667,554; total capital assets

($160,135,192) less accumulated depreciation ($34,067,159) and

less any related outstanding debt ($38,400,479) used to acquke

those assets. The Municipality uses these assets lo provide

services to its citizens and consequently, these assets are nol

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 subiect to

external restrictions on how they may be used. Unrestricted net

assets are the part of the net assets that can be used to finance

day-today operations without constrains established by debt

covenants, enabling legislation or other legal requiremenls,

Table I

Curenl and Non-currenlAsseb

CapiblAsseb

ToialA$ets

CurrentLiabililies

Debrred Revenues

Long-Term Liabililies

Total L ia bilities

Nel Asseb:

lnvestrpnt in Capibl Asseb, Net

ofRelabd Debt

Restkbd
U nrestictd

TotalNetAsset3

Commonvcalth of Puerto Rico

unicipality of Humacao, Puerto Rico

Sletemcnt oI NetAsaets

June 30,

2010

$ 97,524,376

126,068,033

223,592,{09

6,037,031

15,909,153

77,690,72s

99,536,909

2009

$ 92,511,775

110.1

7,169,441

13,885,816

87,667,554 83,164,619

27,035,631 31,995,598

9,252,3't5 5

$ 123,955,500 S

As of June 30, 2010 the lVlunicipality presented unrestricted net assets of $9,252,315. This balance was affected by long-term

obligations such as compensated absences $5,726,883 and other debts for the amount of $2,159,601 for which the Municipality

did not provide funding in previous budgets. Historically, such obligations have been budgeled on a pay as you go basis without

providing funding for their future liquidation.

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

PO BOX 3043 YAUCO PR 00698-3013 - TEL. (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF HUMACAO, PUERTO RICO

MANAGEMENT'S DISCUSSION ANO ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}1O

Changes in Net Assets

The following table summarizes the changes in nel assets for the years ended June 30, 2010 and 2009:

Table 2

R€Yenues:

Program Revenues:

Changes for ServiEs
operatng Granb and Contibutons

Capitsl Granb and Confibutions

General Revenues:

Property Taxes

Volurne of Buslness Taxes

Sahs and Usage Taxes

Consfuc[on Taxes

lnbrgovernmenbl
Special lbm

Oher GeneralRevenues

Total Revenues

Erp€nses:
General Adminisfalion

Public Satsty
Publb Works

Culi/re and Recrealion

Healh and Sanilalion

Publb lnsfuclion

Solid Wasb Disposal

Human Services and Welhre

Urban Development

Loss on DbposalofAsset
lnbrest Cosb

Total Expenses

Changes in Net Assets

NetAssesBeginning

Net &set3-Ending

Commonwealth of Puerto Rico

unicipality of Humacao, Pue o Rico

Change in Net Assets

For the Fiscal Years Ending June 30,

2010

$ 98'1,430

17,703,340-

18,693,291

15,108,458

5,307,665

1,658,842

6,121,083

1 ,715,651

67,289,760

2009

872,719

14,076,342

1,510,948

17,492,516

19,484,497

5,080,367

1,973,471

4,535,341

15,215,186

191.789

82,433,176

23,112,447

2,985,622
4,457,639

2,634,995

1 ,71 5,105

9,423,876

2,832,598

6,973,604

8,379,775

1,616,089

64,131,750

3,158,010

120,797,490

$ 123,955,500

26,289,993

2,912,807
8,021,470

2,351,873

1 ,715,105

7,998,508

3,543,512

8,633,222

1,180,831

83,356
1.696.764

64,427 ,441

18,005,735

't02.791.755

$1

ROMAN TORO & CO., CSP Certifed Public Accountants and Business Consultants
POBOX3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233



COililOl'IWEALTH OF PUERTO RICO

iiuNICIPALITY OF HUMACAO, PUERTO RICO

iIAilAGEIIENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUI{E 30, 2()I()

Figure I presenb revenues comparison by sources of the govemmental activities during the past two years:

FIGURE 1
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Approximately 26% of he Municipality's revenues came lrom grants and conlributions, 28o/o fiom property taxes, volume

of business taxes 23% and 23% fom other sources. The Municipality's expenses cover a range of services. The largest

expenses are general administratbn with 3670, education with 15%, public works with 7%, and human services and

welfare with 11%. Program revenues of the Municipality covered 280/0 of total expenses.

With respect to prior year, and without considering the special contribution by the PR lnfrastructure Financing Authority for

tre Municipal Performing Arb Center (Appox. $15.2 millions), revenues increased by approximately $71 thousand or

0.'11%, principally due to the property taxes ($1.2 millions) and operating grants and mntributions ($3.6 million), ofbetting

a decrease in volume of business taxes for approximately $4.3 million due to the fact that last yea/s volume of business

tax had an influx of $5 million from past due contributions from a single taxpayer. Wtthout ttis individual contributions in

prior year, the Municipality's volume of business tax increased by $600 thousand from regular taxpayers with respect b
prior year.

ROMAN TORO & CO., CSP Certifed Public Accountsnts qnd Business Consultants
PO BOX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233



COMI{ONWEALTH OF PUERTO RICO

MUNICIPALITY OF HUMACAO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUI'IE 30, 2(}I()

Figure 2 presents expenses by function of the govemmental activities during the fiscal year 2009-2010:

FIGURE 2
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Expenses decreased

adminishation.

0.460lo or $295,692 in comparison with 2009 year, principally in public works and general

ROMAN TORO & CO.,
PO BOX 3043 YAUCO PR

CSP Certified Public Accountants and Business Consultants
00698-3043 . TEL. (787) 8s6-6220 FAX: (787) 8s6-6233



COi'ilIONWEALTH OF PUERTO RICO

MUNICIPALITY OF HUMACAO, PUERTO RICO

MANAGEMENT'S DISCUSSIOT{ AND ANALYSIS

FOR THE FISCAL YEAR ENDEO JUNE 30, 2(}t()

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

functions/program's net cost (total cost less fees generated by the programs and program-specific intergovemmental aid):

Table 3

General Adninistalion

Public Satsty

Public \r'6rks

Culture and Recreaton

Public lnstudion

Solid V\hsb Disposal

Hunpn Services and Vl,bhre

Urban DeveloprEnt

lnbreston Long-Term Debt

Ohers

Total

Commonv'calth of Puedo Rico

iiunicipality of Humacao, Puerto Rico

Net Cost of Municipality's Govemrnental A6tivities

For the Fiscal Yea6 Ended June 30,

Total Cost of Seryices

2010

Net Cost of Services

$ 23,112,447

2,985,622

4,457,639

2,634,995

9,423,876

2,832,598

6,973,604

8,379,775

1,616,089

1,715,105

$ 26,289,993

2,912,807

8,021,470

2,351,873

7,998,508

3,543,512

8,633,222

1,180,831

1,696,764

1,798,461

$ 17,924,480

2,985,622

4,457,639

2,6v,995
686,685

2,832,598

5,176,632

6,393,661

1,616,089

738,579

$ 25,783,771

2,495,719

7,590,046

2,337,963

(14,132)

3,543,512

4,315,901

(707,854)
'1,696,764

925,742

3 64,131,750 $ $ $17

Some of the mst of governmental activities in 2010 was paid by those who dhectly benefited from the programs

($981,430) and other govemments and organizations that subsidized certain programs with grants and contributions

($17,703,340). The $45,446,980 net cost of services was substantially covered by other general revenues including

property, volume of business license taxes, sales and usage taxes and intergovemmental.

FINANCIAL ANALYSIS OF THE Ii4UNICIPALITY'S FUNDS

Governmental Funds

The focus ofthe Municipality's governmental funds is to provide information on near-term inflows, outllows and balances of

resources available for spending. Such information is useful in assessing the Municipality's financing requirements. ln

particular, unreserved fund balance may serve as a useful measure of a Municipality's net resources available at the end

of a fscal year. For the Fiscal year ended June 30, 2010, the govemmental funds reported combined ending fund

balances of $61,294,409, a net increase of $2,573,183 in comparison with tfre prior year. This increase was caused

primarily by a net change in the general fund mnesponding to excess of revenues $1.9 million and new issuance of

special obligations bonds. Of total combined fund balances, $8,174,375 (13.37d constitutes unreserved fund balance of
general fund. The remainder of fund balance is reserved to indicate that it is not available for new spending.

ROMAN TORO & CO., CSP Certified Public .4ccou tants and Business Consultants
PO BOX 3043 YAUCO PR 00698-3013 . TEL. (787) 8s6-6220 F.4Y: (787) 8s6-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF HUMACAO, PUERTO RICO

MAi{AGEIiIENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENOED JUNE 30, 2()I()

The general fund is the operating fund of the Municipality, Unreserved fund balance of the general fund represents

approximately 89.7% of total ending general fund balance. For the year ended June 30, 2010, he fund balance of the

general fund decreased by $772 thousand when compared with the pdor year due to the hansfers to capital p@ects fund

and debt service fund.

Table 4

Description

Revenues:

Properv Taxes

Volurns of Business Taxes

Sales and Usage Taxes

Licenses and Pernib

lnbrgovernIIEnbl

lnbresb

Charges br Service

l\,l iscellaneous

Total Revenues

Expenditures:

C€neral GovernnEnt

Public Satty
Public Vr,brk

CulUre and Recreaton

Healh and Sanibton

HunEn Servires and lrlhlEre

Urban DeveloprEnt

Capibl Outay

Tobl Expenditrres

Net Transtsr ln (Ou0

Commonrvealth of Puerto Rico

unicipality of Humacao, Puerto Rico

GeneralFund
As of June 30,

2010 2009

'13,5'10,579

19,4U,497

4,158,184

1,973,471

4,535,341

1, t91,985

872,719

466.385

193.161

22,508,U7

2,579,774
3,120,752

1,857,551

1,715,'105

8,203,839

1,133,744

561.475

41

'r0,541,

$ 13,341,946

15,108,458

4,360,417

1,658,842

4,379,101
'1,188,048

976,526

373,02'l

41,386,359

21,863,178

2,498,410
3,023,090

1,778,976

1,715,105

7,378,106

968,368

192,813

39,418,046

(1,195,486)

Net lncrease (decrease) in Fund Balance I 772,827

RO /L4N TORO & CO., CSP Certified Public Accountqnts and Business Consultqnts
POBOX3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233
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COIIIIIIOI{WEALTH OF PUERTO RICO

MUNICIPALITY OF HUIIACAO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I()

GENERAL FUND BUDGETARY HIGHLIGHTS

The general fund original budget for the fiscal period 2009-2OlO presented a decrease of 6% with respect to prior year

budget. During fte fscal year budget revenues were increased by $840,183 mainly due to excess in property taxes, but

he Municipality did not include it as an amendment to he original budget. Budgel expenditures were amended during the

year in accordance with functions estimates. Nevertheless, non-budgeted bansfers to non-major funds were used to pass

economies in appropriations to specific capital projects of $'1.2 million.

A positive variance of $3,537,651 between final budget and actual expenditures was due mainly to additional revenues as

explain in Sre preceding paragraph and economies in some functions, but he transfer out to capital pOect fund of $1.2

million reduce the variance. The Municipality reported more expenditures than appropriations in hose functions on

payments for purchase of supplies, equipment, and professional and nonprofessional services.

FIGURE 3
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ROMAN TORO & CO., CSP Certified Public Accountants and Business Consuhants
PoBOx3043 YAUCO PR 00698-3043 . TEL. (787) 8s6-6220 FAX: (787) 85G6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF HUMACAO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 20,!()

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year, the Municipality has invested $126,068,034 (net of accumulated depreciation) in a broad range of

capital assets, including buildings, parks, roads, bridges, land and equipment. This amount represents a net increase of $15.9

million or over 13% from the prior year.

The Municipality invested a total of $18,547,231 in capital assets during the fiscal year 2009-2010. Principal addition were as

follows:

Table 5
ComDnvrahh of Puedo Rico

Municipality ol Humacao, Puefto Rico

CapitalAs6ets, net
I€ ofJune 30,

Governmenta Adivili6

Non.DepEciable Assets:

Lar1d $ 11,702,391 $ 11,594,691

Constuclon h Progress 55,789,325 39,312,828

Depreciable AsseG:

Buildings 37,482,666 38,267,209

lnf,aestudrre 17532,D0 16,784,533

Mobr Vehrles 1,8.€'3,725 2,250,271

EquiprEnt 1,674,793 1,893,746

Capibl Leae 22,97 69,432

Total

. Land acquisition - $107,700
. Construction in Progress - $16,476,497 - The principal

projects are the following:

o Municipal Multi-use Coliseum

o Performing A(s Center
o Various Recreational Facilities

. Acquisition of lnfrastructure - $1,107,525

. Acquisition of Equipment - $485,332

Projects in the amount of $1,382,650 were flnished.

Other prqects related to repair and maintenance of roads (not

capitalized) and facilities was developed during the year 2010.

FIGURE 4

ROMAN TORO & CO., CSP Certifed Public Accountants and Business Consultants
PO BOX 3043 YAUCO PR 00698-1013 . TEL. (787) 856-6220 FAX: (787) 856-6233
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COi'ilONWEALTH OF PUERTO RICO

liluNlClPALlW OF HUitACAO, PUERTo RICO

I'ANAGEiIENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2()1()

Long-Tem Debts

At year€nd, the Municipality had $69,790,000 in general and special bonds, an increase of $'17.5 million, by the issuance of

new bonds in the amount of $20,422,880 for general construction and the payment of $2,928,316. The following is a summary of
the Municipality's outstanding debt as of June 30, 2010 and 2009:

Table 6
Commonwoalth ot Puarto Rico

unicipality ol Humacao, Puerto Rico
Oulstandlng Long-Tenn Debts

As of June 30,

Gov.mmantal Actlvitios

ceneral Obligation Bonds $ 57,640,000 $ 39,280,000
Special Obligation Bonds 12,150,000 13,015,436
Cafitalized Leases 14,241 69,869
Q1he15 Debls 7,886,484 8,492,750

Total 77.69,J.725

ROMAN TORO & CO., CSP Certified Public Accountqnts and Business Consultants
PO Box 3043 YAUco PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 85662jj

FIGURE 5

Cormonvealth of Puerto Rico
irunijpality of Hur@, Puerto Rico

Fiscd Ye Ended June 30, 2010
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COMiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF HUMACAO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2()1O

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality's selected and appointed ofiicials considered many factors when setting the liscal year 2009-20'10

budget. One of these factors is the economy. Among economic areas mnsidered are the population growth estimates,

personal income, houslng statistics and unemployment rates. The Municipality's unemployment rate now stands at 13.6%,

which compares with the Commonwealth rate of 16.9%.

The Municipality applied a mnservative approach in development budget estimates. Amounts available for appropriations

in the General Fund for the fiscal year 2010-2011 are $41 .8 million, approximately $1.3 million more than the fiscal year

2009-2010. The Municipality expects an increase in revenues for the next year due to estimated income from State

Governmental Agencres and Public Corporations. Budgeted expenditures are expected to stabilize accordingly to the

projected revenues. Among planned projects, this budget may be adjusted in accordance with economic injection

projected when the construction project promoted by the Municipality and others private projects are developed during the
yeat.

AMERICAN RECOVERY AND REINVESTMENT ACT

The Municipality received the following federal awards ftom the Amencan Recovery and Reinvestment Act during fiscal

year 2009-2010:

CTDA
Number

14.253

14.257

93.713

93.708

93 709

Tolal
Award

total
F€deral

Community Development Block GranuEntitlemenl Granls - Cluster

Homelessness Prevention and Rapid Re'Housing Program

Child Care and Development Block Grant - Cluster

Head Slart Program - Cluster

Early Head Starl Program - Clusler

Total

y20,401

642.921

20,214

374.316

86,286

s321.382

52.979

11.254

168.747

74.288

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the

Municipality's finances and to demonstrate the Municipality's accountability for the money it receives. lf you have questions

about this report or need additional information, contact the Municipality's Finance Department at [(787) 852-2730] or P.O.

Box 178, Humacao, Puerto Rico 00792.

ROIL4N TORO & CO., CSP Certrfied Public Accountanrs and Business Consuhqnts
PoBOx3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233

l5



BAS'C FINANCIAL STATEMENT S



COTTOI{WEALIH OF PUERTO RICO

MUNICIPALITY OF HUMACAO, PUERTO RICO

SIATEMENT OF NET ASSETS

JUNE 30, 2()I()

GOVERl{TENTAL

ACTIVITIES

ASSEIS:

Cash and lnvestrEnb

Cash wih FiscalAgent

Receivables (net):

Property Taxes

Due fom GovernnEntsl Unib

Federal Granb

Sales and Usage Taxes

Totsl CurrentAsseb

DeErred Charges

CapihlAsseb:

Land, lnproverEntand Cons-fudion in Progress

Oher Capibl Asseb [Net of Depreciaton]

Totsl Capibl Asseb

TCITAL ASSETS

LIAEILITIES:

Accounb Payable and Acqued Expenses

Accrued lntsrest

Due b GovernnEnbl Unib

Deftrred Revenues

Long-Term Liabililes:

Due Whin One Year

Due in More han One Year

TOTAL LIABILINES

NETASSEIIi:

lnvestEnlin Capibl Asseb, NetofRehbd Debt

Resti{td br:
Head Sbrt
Debt Servbe
Corrrunity DevelopnEnt Projecb

Oher Purposes

U n resf icN-.d

IOTA NETASSETS

$ &1,804,255

19,527,161

685,914

8,034

11,803,499

327 ,434

97 ,'t56,297

368,079

67,491,716

58,576,317

126,068,033

?jtl,582,q9

2,363,463

713,440

2,960,128

15,909,153

8,349,788

69,340,937

99,636,909

87,667,554

5,109,120

13,843,759
't,781,293

6,301,459

9,252,315

$ 123,955,500

See accompanying notes to Basic Financial Statements

ROMAN TORO & CO., CSP Certified Public Accountanls and Business Consultqnts
PO BOx 3043 YAUCO PR 00698-3043 - TEL. (787) 856-6220 FAX: (787) 856-6233
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COiII'ONWEALTH OF R,ERTO RICO

1{UNICIPALITY OF HUi'ACAO, PUERTO RICO

RECONCILIATION OF IHE GOVERN]IIENTAL FUNDS BALANCE SHEET

TO THE STATEITI ENT OF NET ASSETS

JUNE 30,2()I()

Total Fund Balances - Government Funds (Page 18)

ftnount reported for Golemmental Actvites in the Statement of Net Asseb (Page 16)

are difierent because:

Capital Assets used in go\,emmental aclivities are notfinancial resources and herefore

are not reported in the funds. In the cunent period, these amounts are:

Non Depreciable Capital Assets

Depreciable Capital Asseb

lnfrastructure Asseb

Accumulated Depreciation

Total CapitalAssets

OtherAsseb used in go\emmental activities are notfinancial resources and therefore

are not reported in the funds:

Deferred Charges

Some ofthe Municipality's relenues will be collected after )ear€nd but are not alailable

soon enough to payfor the cunent period's expenditures and therefore are defened in he funds:

CDBG Program

Head Start Program

Early Head Start Program

Oher l/aJor Fund

T otal Defened Re\,enues

Some liabilitres are not due and payable in the cunent period and therefore are not reported

in the funds. T hose liabilities consist of

General and Special Obligation Bonds and Note

Capital Leases

PropertyT ax Adlance - MRCC

Law Number 146 - MRCC

LIMS Debt- lrRCC

Law Number 42 - [/ RCC

Compensated Absences

Total Long-Term Liabilites

Total NetAssets ol Governmental Activities (Page l6)

$ 67,491,716

69,532,176

23,1 1 1,300

(34,067,159)

1,632,768

4,972,678

1,208,680

3,031,578

$ 6,|,294,409

126,068,033

368,079

10,845,704

(7 4,620,725)

1123,955,500

(66,720,000)

(14,241)

(730,827)

(M2,795)

(347,872)

(438,107)

(5,726,883)

See accompanying notes to Basic Financial Statements

ROMAN TORO & CO., CSP Certified Public Accountqnts qnd Business Consultants
PO BOX 3043 YAUCO PR 00698-3043 - TEL. (787) 856-6220 F.4Y: (787) 856-6233
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cotttiiot{wEAlTH 0F PUERTo RlCo

MUNICIPALITY OF HUMACAO, PUERTO RICO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE OF GO\ERNITENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR lHE FISCAL YEAR ENDED JUNE 30,2O1l}

Net Change in Fund Balances - Government Funds (Page 20)

Anount reported for Golemmental Activites in the Statement of Activities (Page '17)

are different because:

Golemmental funds report capital outlaF as expenditures. Howeler, in he Statement of

Activities tre cost of hose assets is allocated oler heir estimated useful liles and reported

as depreciation expense. ln the cunent period, these amounts are:

Urban De\elopment and Capital Outay

Depreciation Expense

Excess ofCapital Asseb o\er Depreciation Expense

Repalment of long-term principal is an expenditure in he golemmental funds, but he repaynent

reduces Long-Term Liabilities in the Statement of Net Assets. ln he cunenttEarthe

repalments were

Bonds proceeds provide cunent financial resources to golemmental funds, bul issuing debt
increases Long-Term Liabilities in he Statement of Net Asseb. ln the cunentpenod,
proceeds receiled was

Golemmental Fund Report the effect of Bond lssuance Cosb as Expenditure when Debt is first

issued, and amortired in the SEtementof Activites. This amounts istre effectofthese differences:

Amortzation of Deferred Charges

Relenues in the Statement ofActivities that do not provide cunent financial resources are not

repo(ed as re\enues in he funds:

Community De\elopment Block Grant
Head Sta( Program

Oher Funds

Total Relenues

Some expenses reported in he Statement of Activties do not require the use of cunent

fnancial resouces and therefore are not reporcd as expenditures in golernmental funds.

T hese activities consist of:

Decrease in PropertyTaxes Debt

Decrease in Em ployment Retirement Debt

Decrease in Capital Lease

Decrease in Compensated Absences

Total Additional Expenses

Change in NetAssets of Governmental Activities (Page 17)

$ 18,547,231

(2,651,908)

96,757
663,837
468,660

284,976

14,496

55,628

53,279

$ 2,573,183

15,895,323

3,365,515

(20,422,88\

109,237

1,229,254

$ 3,158,0'10

408,379

See accompanying notes to Basic Financial Statements

ROMAN TORO A CO., CSP Certified Public Accountants and Business Consultznts
PO BOX 3043 YAUCo PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233
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CorxoilwEALTH oF PUERTo REo

MuilrcrpArny oF HuilAcAo, PUERTo Rlco
NOTES TOTHE BASIC FINANClAL STATEiIEIITS

FoR rHE FrscAt YEAR EIDED JuxE 30, 20,l0

1. FINANCIAL REPORTING ENTITY

A. Organization

The Municipality of Humacao, Puerto Rico (Municipality) was founded in the year 1793, and operates as a governmental unit of he
Commonwealth of Puerto Rico, under the Law Number 81 of August 30, 1991, known as 'Autonomy Municipalities Law of the

Commonwealth of Pue(o Rico'. The govemmental system of the Municipality is composed ol the executive and legislative bodies. The

Mayor is the Chief Executive Officer and is elected every four years in the general elections of the Commonwealth of Puerto Rim. The

legislative body consists of 16 Legislators also elected in the general elections of Puerto Rico for a four-year period.

The Municipality provides services such as: health, public works, sanitation, aids and services to low-income and elderly citizens, public

safety, housing and urban development, culture and recreation, planning, zoning and other general and administrative services. As a

govemment entity, the Municipality is exempt ftom both federal and state taxes.

B. Reporting Entity

A repodng entity is comprised of (1) the primary government, (2) component unit organizations for which the primary government is

financial accountable (blended component units), and (3) other organizations for which the nature and signifcance of their relationship

with the primary government is such that exclusion would cause the reporting entity's financial statements to be misleading or

incomplete, and they are financially accountable to the primary govemment (discrete component units). The primary government

consists of all funds, departments, boards and agencies that are not legally separate from the Municipality and for which the

Municipality is fi nancial accountable.

The accompanying basic financial statements include all departments and organizations units whose funds are under the custody and

control of the Municipality. ln evaluating the Municipality as a reporting entity, management has addressed all the potential component

units. GASBS No.39, Determining Whethet Ceftain Organiza ons Arc hmponent Unrts requires the inclusion of organizations that

raise and hold funds for the direct benefit ol the primary government.

Section 2100 of the GASB Codification ol Govemmental Accoun1ng and Financial Repoding Standards describes the criteria for

determining which organizations, functions, and activities should be considered part of the Municipality for financial reporting purposes.

The primary criteria include appointing a voting majority of an organization's goveming body, and the Municipality's ability to impose its

will on that organization or the potential for the organization to provide specific financial benelits to, or impose specific financial burdens

on, the Municipality.

There are two methods of presentation of the component unit in the financial statements: blending - the financial data of the component

unit's balances and transactions in a manner similar to the presentation of the l/unicipality's balancei and discrete - presentation of the

component unit's llnancial data in column separate from the Municipality's balances and transactions.

The relative importance of each criterion must be evaluated in light of specific circumstances in order to determine which components

units are to be included as part of the reporting entity. Our specific evaluations of the criteria applicable to the Municipality indicate no

organizations meet the criteria to be included as component units. Accordingly, these basic financial statements present only the

lilunicipality as the reporting entity.

These financial statements present the respective flnancial position of the governmental activities, each major fund, and the aggregate

remaining fund information of the Municipality, as of June 30, 2010, and the respective changes in financial position, where applicable,

thereof for the fiscal year then ended.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. FinancialStatementPresentation

The basic financial statements ol the Municipality have been prepared in conformity with accounting principles generally accepted in the

United Stated of America as applicable to local governmental units (USGAAP). The basic financial statements include both govemmenl

wide (based on the Municipality as a whole) and fund financial statements, which provide a more detailed level of financial information.

Both the govemment-wide and fund financial statements (within the basic financial statements) categorize primary activities as

govemmental type.
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2. SUITMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

The flnancial information of the Municipality is presented in this report as follows:

Management's Discussion andArarysis

ilanagement's discussion and analysis is required supplementary information that introduces the basic financial statements and

provides an analytical overview of the Municipality's financial activities.

Govemment-wide Financie| Statenen s (GWFS)

The GWFS (the Staterrent of l/et Assets and the Statement of Activites) report information of all the activities of the Municipality. For

the most part, the effect of interfund activity has been removed hom these financial statements. Governmental activities, which normally

are supported by taxes and intergovernmental revenues, are reported separately from business-type activities, which rely, to a
significant extent, on fees and charges for support.

The focus of the Stalemenl of IVet ,4ssefs is designed to be similar to bottom line results for the Municipality's govemmental activities

and business type activities. This statement combines and consolidates govemmental fund's current financial resources (sho({erm

spendable resources) with capital assets and long{erm obligations. The Slalemert of /Vet Assels presents the reporting entities' assets

and liabilities, with the difference repo(ed as net assets. Net assets are restricted when constraints are placed on them that are

imposed by extemal parties or by laws or regulations. Designations solely imposed by the llunicipality's management are not presented

as restricted net assets. When both restricted and unrestricted resources are available for use, the Municipality's policy is to use the

restricted resources first.

The Statement of Actiyit/es demonstrates the degree to which fie direct expenses of a given function or segment is offset by program

revenues. Direcl experses are those that are clearly identifiable with a specifc function or segment. ln addition, to the extent that

indirect costs are allocated to the various functions. the program expenses will include both direct and indirect costs. Program

Reyenues include charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges

provided by a given function or segment, and grants and contributions that are reskicted to meeting the operational or capital

requirements of a particular function or segment. Taxes and other items properly excluded lrom program revenues are reported instead

as genenl revenues.

Govemmenaal Funds Financial Statenents (GFFS)

The GFFS lthe Ealance Sheet, and the Statenent of Revenues. Expenditures and Changes in Fund Balance] provide information about

the Municipality's funds. The emphasis of fund financial statements is on major govemmental funds, each displayed in a separate

column. Non-major funds are summarized into a single column.

Traditional users of govemmental financial statements will find the Fund Financial Statements presentation more familiar. The focus is

on major funds, rather than the previous financial model's fund types. This is the manner in which these funds are normally budgeted.

This presentation deemed most appropriate to (1) demonstrate legal and covenant compliance, (2) demonstrate the source and use of

liquid resources, and (3) demonskate how the Municipality's actual experience conforms to the budgeted fiscal plan.

Since the GFFS are presented in different measurement focus and basis of accounting than the GWFS, reconciliation is presented and

separate explanation for each differences.

The Municipality reports its financial position (Balance Sheet) and results of operations (Statement of Revenues, Expenditures and

Changes in Fund Balance) in funds, which are considered separate accounting entities. The operations of each fund are accounted for

within a set of self-balancing accounts. Fund accounting segregates funds according to their intended purpose and is used to aid

management in demonstrating compliance with legal, financial, and conkactual provisions.

iroles ,o fie Basic Financial S,atements

The notes to the financial statements provide information that is essential to a user's full understanding of the data provided in the basis

financial statements
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

Req u i re d Su p p I e m e nte ry I nf or m ati on

The basic financial statements are followed by a section of required supplementary information. This section includes a Eudgetary

Conpaison Schedu/e - Genenl Fund, which includes reconciliation between the statutory fund balance for budgetary purposes and

the fund balance for the General Fund as presented in the GFFS.

B. Measurement Focus and Basis ofAccounting

Govemment-wide Financial Statements

The GWFS are reported using the ecoromlc rcsources n@asurement focus and the accrual basis of accountirg, as are the proprietary

funds. Subject to the additional rules and limitations detailed below, revenue (including interest on deposits and investments) is

generally recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchanges-like transactions are generally

recorded when the exchange takes place. ln exchange transactions, each party to the transaction receives and gives up essentially

equal values. An exchange-like transaction is one in which there is an identifiable exchange and the values exchanged, though related,

may not be quite equal. The accompanying GWFS include exchangelike transactions such as license fees, fines, penalties, forfeitures,

permits, charges for services, and most miscellaneous revenues, which are recorded as revenues when collected because they are

generally not measurable until actually received.

The Municipality groups its non-exchange transactions into the following four classes in lhe basic financial statements:

Deived Tax Revenues - in this revenue, which result from assessments that the Municipality places on exchange

transactions, receivables and revenues are recorded when the underlying exchange has occured.

lnposed Non-exchange Reyerues - in this revenue (such as property taxes and volume of business taxes), which result from

assessments made by the Municipality on non-governmental entities, including individuals, other than assessments on

exchange transactions. receivables are generally recorded in the period when an enforceable legal claim has arisen. Property

taxes and volume of business taxes are recognized as revenues (net of amounts considered not collectible) in the fiscal year

when resources are required to be used or the first fiscal year that the use of the resources is permitted.

Govemnent Mandated Nonexchange Trunsactions - in this revenue (such as intergovemmental grants and contributions),

receivables and revenues are generally recorded when all eligibility requirements imposed by the provider have been met. For

part of the grants, the Municipality must expend resources on the specific purpose or prolect before the provider reimburses

any amounts. Therefore, revenue is generally recognized as qualifying reimbursable expenditures are incuned.

Voluntary Non-exchange Trunsactions -in this revenue (such as donations and certain grants and entitlements) receivables

and revenues are generally accounted for in the same manner as government mandated non-exchange transactions

discussed above.

Events that are neither exchange nor non-exchange transactions are recorded when it is probable that a loss has been incuned and he
amount of loss is reasonably estimable.

Receipts on any type of revenue sources collected in advance for use in the follo$/ing fiscal year are recorded as defened revenues.

Govemmenaal Funds Financial Statenents

The GFFS are reported using the curenf financial rcsources measutr.lment locus and the modified accrual basis of accounting.

Revenues are recognized as soon as they are both measurable and available. Revenues are considered to be availaDle when they are

mllectible within the current period or soon enough thereafler to pay liabilities of the current period. For these purposes, the Municipality

considers revenues to be available if they are collected within sixty (60) days after the end of the current fiscal period. Significant

revenues subject to accrual include federal grants and sales and usage taxes. Revenues that the lllunicipality eams by incurring

obligations are recognized in the same period as when the obligations are recognized. At June 30, 2010, all revenues sources met this

availability criterion.

RO ,L4N TORO & CO., CSP Certified Public Accoltntanls and Business Consultqnts 24

PO BOX 3043 YAUCO PR 00698-3013 ' TEL. (787) 856'6220 F.4Y: (787) 856-6233



Cof,xor{wEALTH oF PuERro Rrco

MUNICIPALTTY oF HUMACAO, PUERTO RICO

NorES To rHE BAstc Frt'tANcAL STATEiTIEITS

FoR THE FIscAL YEAR ENDED JUIE 30, 2()I()

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuationl

Property taxes, volume of business taxes, licenses and permits, and interest associated with the cunent fiscal period are all considered

to be susceptible to accrual and so have been recognized as revenues of the cunent fiscal period. All other revenue items are

considered to be measurable and available only when cash is received by the Municipality

ln applying the 'susceptible to accrual'concept to intergovemmental revenues (federal grants) pursuant to Section N50 of the GASB

Codification Nonexchange Transactions, (the l/unicipality may act as either provider or recipient), the provider should recognize

liabilities and expenses and the recipient should recognize receivables and revenue when the applicable eligibility requarements

including time requirements, are met. Resources transmitted before the eligibility requirements are met should, under most

circumstances, be reported as advances by the provider and deferred revenue by the recipient.

There are essentially two types of revenue. For the majority of grants, moneys must be expended by the l/unicipality on the specific

purpose or prolect before any amounts will be reimbursed. Revenue is, therefore, recognized as expenditures are incurred to the extent

available. For the other revenue, moneys are virtually unrestricted and are generally revocable only for failure to comply with prescribed

compliance requirements. These resources are reflected as revenue at the time of receipt or earlier if the susceplible to accrual criteria

is met.

ln a manner similar to GWFS, but subject to and limited by the availability criteria discussed above, all revenues, expenses, gains,

losses, assets and liabilities resulting from exchange, exchange-like transactions are also generally recorded when the exchange takes

place while all revenues, expenses, gains, losses and assets resulting ftom non-exchange transactions are recorded when an

enforceable legal claim arises or when all eligibility requirements imposed by the provider have been met, applicable.

The llunicipality generally accrues a govemmental fund liability and expenditures (including salaries, professional services, supplies,

utilities, etc.) in the period in which the government incurs the liability, to the extent that these liabilities are normally expected to be

liquidated in a timely manner and in full with cunent available financial resources. The accompanying balance sheet - govemmental

funds generally reflects only assets that will not be converted into cash to satisfy cunent liabilities. Long-Term assets and those assets

that will not be mnverted into cash to satisfy cunent liabilities are generally not accounted for in the acmmpanying balance sheet -
governmental funds. At the same time, longlerm liabilities (generally, those unmatured that will not require the use of current financial

resources to pay them) are not accounted for in the accompanying balance sheet - governmental funds. lllodifications to the accrual

basis of accounting include:

a. Principal and interest on bonds payable are recorded when they matured (when payment is due), except for principal and

interest of bonds due on July 1, 20'10, which are remrded as govemmental tund liabilities of June 30, 2010 which is the date

when resources were available in the debt service fund.

b. Obligations from compensated absences and the estimated liability for municipal solid waste landfill poslclosure care costs

are recorded only when they mature (when payment is due).

c. Ceruin accounts payable, intergovernmental payables and other accrued liabilities not due and payable (unmatured) or not

normally expected to be liquidated in full and in a timely manner with available and expendable financial resources, are

recorded in the acmmpanying Sfatemert of Nel Assets. Such liabilities are recorded in the govemmental funds when they

mature.

d. Executory purchase orders and contracts are recorded as a reservation of fund balance in the GFFS.

The measurement focus of the GFFS is on decreases of net financial resources (expenditures) rather than expenses. l/ost

expenditures are measurable and are recorded when the related govemmental fund liability is incurred. Allocation of costs, such as

depreciation and amortization, are recorded in the accompanying Statenent of Activties, but are not recorded in the accompanying

GFFS,

The Municipality reports the following major govemmental funds:

General Fund - This is the general operating fund of the l\4unicipality. lt is used to account for all financial resources,

except those required to be accounted for in another fund.
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2. SUiIMARY OF SlGf,llFlCANT ACCOUNTING POLICIES lcontinuation)

Head Sta( Fund - This is the fund used to account for all transactions of the Head Start Program. The objectives to this

program are to provide comprehensive health, educational, nutritional, social and other developmental services primarily

to economically-disadvantaged pre-school children and infants and toddlers so that the children will attain school

readiness.

Art Center Fund - This is used to account for the construction of the Art Center in Humacao, Puerto Rico.

Multiple Uses Coliseum Fund - This is used to account for the construction of the irultiple Uses Coliseum in Humacao,

Pue(o Rico.

Debt Service Fund - This is used to account for the accumulation of resources for, and the payment ol long{erm debt

principal and interests.

The non-major funds are combined in a single column in the GGFS. As a general rule the effect of interfund activity has been eliminated

from the GWFS.

C. Stewardship, Compliance, and Accountability

Budgetary lnformalion

The Municipality's annually adopts the Budget Resolution for all operating funds of the l/unicipality except for certain restricted

accounts. Budgetary control is legally maintained at the fund level. The budget is prepared using the modified accrual basis of

accounting with encumbrance included as budgetary basis expenditures. Unexpended appropriations at the end of the fiscal year

generally lapse. However, they may be re-appropriated foI expenditures in the following fiscal year.

The Municipality's Budget Resolution provides transfer authority ('1) to the Mayor and the Management and Budget Director, within and

between departments and funds, as long as the total budget of the i,4unicipality (net of interfund kansfers) is not increased; (2) to the

l/anagement and Budget Director to implement grant budgets as the grant applications are accepted by the Municipality; and (3) to the

Management and Budget Director to amend (re-appropriate) each new yeais budget, to the extent of outstanding encumbrances,

and/or unexpended projecvgrant appropriations at year end. lilunicipality's Legislature action is required for (1) use of the budgeted

Legislature contingency, and (2) the approval of a supplemental appropriation(s). During the year, several supplemental appropriations

were necessary.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e., purchase orders, contracts) are mnsidered

expenditures when jncuned. For USGMP reporting purposes, encumbrances outstanding at year-end are reported as reservations of

fund balances and do not constitute expenditures or liabilities because the commitments will be honored during the subsequent year. ln

addition, under the budgetary basis of accounting, revenues are recorded when cash is received.

The unencumbered balance of any appropiation at the end of the year will lapse at the end of such fiscal year. Other appropriations,

mainly capital project appropriations, are continuing accounts for which the Municipal Legislature has authorized that an unspent

balance fom the prior year be carried foMard and made available for current spending.

The lvlunicipality follows these procedures, in accordance with law, in order to establish the budgetary data reflected in the Budgetary

Comparison Schedule - General Fund:

Original Budget

1. Prior of May 15 of each fiscal year, the Mayor submits to the Municipal Legislature a proposed budget for the fiscal year

commencing the following July 1 in addition of a budget message.

2. The budget document is available for public inspection prior to its approval by the ilunicipal Legislature.

3. The Commissioner of Municipal Affairs examines the budget to verify if it complied with the law's standards and sends it to

the lvlayor for any comments or recommendation before the limited date establishes by the Law.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

4. Prior to June '13, the annual budget is legally enacted hrough passage of the annual appropriation ordinance to be effective

on JulY 1.

Since the budgetary basis differs from accounting principles generally accepted in the tJnited States of America (GAAP), actual

amounts for the General Fund in the accompanying Budgetary Comparison Schedule, is presented on the budgetary basis to enhance

comparability.

Final Budget

The final budgetary data presented in the Budgetary Comparison Schedule - General Fund reffects the following changes to the original

budget:

1. Certain annual appropriations are budgeted on a project basis. lf such projects are not completed at the end of the fiscal year,

unexpended appropriations, including encumbered funds, and unexpended grant appropriations, are canied forward to the

following year. ln certain circumstances, other regular annual appropriations may be canied foMard after appropriate

approval. Annually appropriated funds, not authorized to be canied forward, lapse at the end of the fiscal year. Appropriations

canied foMard lrom the prior year are included in he final budgetary data.

2. Appropriations may be adjusted during the year with the approval of the Mayor and the Municipal Legislature, e.g.

supplemental appropriatlons. Additionally, the Mayor is authorjzed to make certain transfer of surplus within the departments.

Such adjustments are reffected in the final budgetary data.

The Annual Appropriation Ordinance adopts the budget at the character level of expenditure within departments. As

described above, the Mayor is authorized to make certain transfers of appropriations within depa(ments. Accordingly, the

legal level of budgetary control by the Municipal Legislature is the depa(ment Level.

The principal differences between the budgetary and GMP bases are the following:

1. Encumbrances are recorded as expenditures under the budgetary basis and as a reserve of fund balances under GAAP.

2. lnterfund transactjons of the General Fund are not included in the budgetary basis.

3. Certain accrued liabilities and other debts aIe not included in the budgetary basis.

4. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the budgetary data.

The Special Revenue Fund has not been included in the budgetary comparison because balances are not budgeted. Also the budget

prepared for the Federal Financial Awards Programs included in the Capital Prolects and Special Revenue Funds is based on a

program period which is not necessarily the same fiscal year. Accordingly, it's not practical to present an annual comparison of budget

for such programs.

D. Assets, Liabilities, and Net Assets

1) Cash end lnvesunent, and Cash with Fiscel Agent

The l/unicipality's cash and investment are composed of demand deposits in commerdal banks, demand deposits in the

Governmental Development Bank of Puerto Rico (GDB), and cash equivalents in commercial banks. The Municipality has adopted

lhe Statement ot uniform lnvestment Guidelines fot the Municipalities of the Govemnent of Pueio Rbo, issued by the GDB as

promulgated by Law No. '113 of August 3, 1995. The Finance Director of the [4unicipality, follow the guidelines, is responsible for

investlng ttre ivailable resources in certificates of deposit and other short{erm investments. lnvestrnents are made from the

availabl; combined funds of the Municipality and, accordingly, it is not practical to disclose certificates of deposit and other short-

term investments individually by fund in the combined financial statements. lnterest eamed on certificates of deposit and interest

bearing commercial bank accounts are recognized as revenue in the General Fund, Art Center Fund and in Multiuses Coliseum

Fund in accordance with amount invested. Cash in the Special Revenue and Capital Project Funds are restricted; accordingly,

resources available were not used for pool investments.
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2. SUMMARY OF SIGNIFICANI ACCOUNTING POLICIES (continlatlonl

Cash with fiscal agent in the Debt Service Fund represents special additional property tax collections retained by the Government,

deposit in the GDB and restricted for the payment of the Municipality's debt service, as established by law. Cash with fiscal agent

in other govemmental funds consists of undisbursed proceeds of certain bonds and notes issued for the acquisition and

construction of major capital improvements, or grants which are maintained in a cash custodian account by the GDB. This sinking

fund is maintained by the GDB, agency which acts as the insurer and payer of the i/unicipality's bonds and notes issued in

accordance with law.

2) Receivables and Payebles

Activity between funds that are representative of lendingiborowing arrangements outstanding at the end of the fiscal year are

referred to as either "due to/from other funds' (i.e., the cunent portion of interfund loans) or 'advances to/from other funds" (i.e., the

non-curent portion of interfund loans). All other outstanding balances between funds are repo(ed as "due to/from other funds."

Any residual balances outstanding between the govemmental activities and business-type activities are repo(ed in the

govemmenlwide financial statement as "interfund balances".

Advance between funds, as reported in the fund financial statements, if any, are offset by a fund balance reserve account in

applicable govemmental funds to indicate that they are not available for appropriation and are not expendable available financial

resources.

Receivables consist of all revenues eamed but not collected at June 30, 2010. These account receivables are shown net of

estimated allowances for uncollectible accounts, which are determined upon past collection experience, historical trends, and

cunent economic conditions. lntergovernmental receivables in the general fund represent mosty sales and usage taxes, federal

grant and contributions, property tax a@ounts that are levied by fulunicipal Revenue Collection Center (MRCC), a govemmental

entity created by the Govemment. lntergovernmental receivables in the other govemmental funds represent amounts owed to the

Municipality for reimbursement of expenditures incurred pursuant to federally funded grant and contributions and state

appropriations, and the amount in the debt service fund represents the distribution of property tax collected which is restricted for

the debt service.

3) lnventoies

The Municipality used the purchase method to account for the purchases office and printing supplies, gasoline, oil and other

expendable supplies held for consumption. This method records items as expenditures, in the appropriate fund, when they are

acquired and, accordingly, the inventory is not recorded in the basic financial statements.

4) Defened Charyes

Defened charges in the accompanying Sfatement of IVet Assets consist of bond issuance costs, net of accumulated amortization.

Deferred charges are amortized over the term of the related debt using the skaight-line method. ln the GFFS, bond issuance costs

are recorded in the current period as expenditures, whether or not withheld from the actual debt proceeds received.

5) Capital Assers

Capital assets, which include land, buildings and improvement, machinery and equipment, motor vehicles, and infrastructure

assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable govemmental or business-type activities

columni in the GWFS. 
-Capital 

assets, other than infrastructure assets, are defined by the govemment as assets with an initial,

individual cost ol more than $500 (amount not rounded) and an estimated useful life in excess of two years. For implovements

other than buildings, the capitalouUay must be greater than $10,000, extend the estimated useful life for ten years, and be greater

than 10% of the;riginal mst of the asset. The Municipality reporc infrastructure assets on a network and subsystem basis.

Accordingly, the am;unts spent for the mnstruction or acquisition of infrastructure assets are capitalized and reported in the

govemment-wide financial statements regardless of their amount.

ln the case of the initial capitalization of general infrastructure assets (i.e., those reported by governmental activjties) the

govemment chose to include all such items regardless of their acquisition date or amount.
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2. SUMiIARY OF SIGNIFICANT ACCOUNTING POLICIES (continurtion)

The Municipality was able to estjmate the historical cost for the initial reporting of fiese assets hrough back trending (i.e.,

estimating the cunent replacement cost of the infrastructure to be capitalized and using an appropriate pnce-level index to deffate

the cost to the acquisition year or estimated acquisition yea0. As the govemment constructs or acquires additional capital assets

each period, including infrastructure assets, they are capitalized and reported at historical cost. The reported value excludes

normal maintenance and repairs which are essentially amounts spent in relation to capital assets that do not increase the capacity

or efficiency of the item or extend its useful life beyond the original estimate. ln the case of donations the government values these

capital assets at the estimated lair value of the item at the date of its donation.

Capital outlay is recorded as expenditures of the General Fund and other govemmental funds and as assets in the GFFS to the

e(ent the Municipaljty capitalization threshold is met. Depreciation and amortization expense is recorded only in the GWFS.

Depreciable capital assets are generally depreciated or amortized over their estimated useful lives under the straighlline method,

except for equipment held under capital leases which is depreciated over the shorter of its estimated useful life or the lease term.

No depreciation is recorded for land and construction in progress. The

estimated useful lives of major capital asset categories are in the exhibit to the

right.

Depreciation and amortization expense of capital assets is recorded as a direct

expense of the tunction/program specifically identified with the asset.

Depreciation and amortization of infrastructure is not allocated to various

function/programs but reported as direct expense of the public works and

urban development fu nctions.

lmpaired capital assets that ,r,ill no longer be us$ by the Municipality, if any,

CAPITALASSETS YEARS

Buildings 50

lmprovement Other Than Buildings 50

lnfrastructure '10-50

Equipment 10

Furniture 10

Vehicles 5

Machinery 5-10

are reported at the lower of carrying value or fair value. lmpairment losses on capital assets with physical damages that will

continue to be used by the Municipality are measured using the restoration cost approach. lmpairments of capital assets that are

subiect to a change in the manner or duration of use, or assets affected by enactrnent or approval of laws oI regulations or other

changes in environmental factors or assets that are subject to technological changes or obsolescence, if any, aIe measured using

the service units approach.

The Municipality classifies as capital leases all lease agreements that involve the transfer of substantially all benefits and risks

inherent in the ownership of the leased property and meet one or more of the following four criteria: ('l) by the end of the lease

term, the ownership of the leased property is fansferred to the Municipality, (2) the lease agreement contains a bargain purchase

option, (3) the lease term is substantially equal (75 percent or more) to the estimated useful life of the leased property, and (4) at

the inception of the lease, the present value of the minimum lease payments, with cetuin adjustments, is 90 percent or more of the

estimated fair value of the leased property.

Although the Municipality is prevented legally from entering into obligations extending beyond one fiscal year, most capital lease

agreements entered by the Municipality contain fiscal funding clauses or cancellation clauses thal make the continuation of the

agreements subject to future appropriations.

Leases that meet at least one of the alorementioned four criteria and have a fiscal funding or a cancellaton clause have been

recorded as capital leases in the accompanying Statenent of Net Assets, since the likelihood of invoking the provision is

considered remote. The Municipality's lease agreements do not include contingent rental payments no escalation clauses.

ln the GWFS, the obligation under capital leases is recorded at the lesser of the estimated fair value of the leased property or the

present value of the minimum lease payments, excluding any portion representing executory costs and profit thereon to be paid by

the lessor. A po on of each minimum lease payment is allocated to interest expense.

ln the accompanying GFFS, the net present value of the minimum lease payments at the inception of the capital lease is recorded

simultaneousiy as: (l) expenditures and (2) other fnancing sources. Minimum lease payments are recorded as expenditures in the

govemmental fund.
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2. SUMMARY OF SIGNIFICAt{T ACCOUNTING POLICIES (continuation}

6) Defered end Uneaned Revenues

ln lhe GWFS, defened revenues arise only when the Municipality receives resources before it has a legal claim to them ln the

GFFS, anses when one of the following situatjons occur: (1) potential revenue does not meet both the measurable and available

criteria for revenue recognition in the cunent period (unavailable revenue), and (2) the Municipality receives resources before it has

a legal claim to them (unearned revenue).

7) Lag-Term Obligatiors, Eonds lssuance CosE, and Prcmium or Discount

The liabilities reported in the GWFS include the general and special obligation bonds, long{erm notes, other long{erm liabilities

(e.g., vacation, sick leave, claims and judgments, long{erm liabilities to oher govemmental entities and third parties. Bond

premiums and discounts, as well as issuance costs, are defened and amortized over the life of the bonds using the effective

interest method. Bonds payable are reported net of the applicable bond premium or discount.

In the GFFS, governmental lund types recognize bond premiums and discounts as other financing sources and uses, respectively,

and bond issuance costs as debt service expenditures. lssuance costs, whether or not withheld from the actual debt proceeds

re@ived, are reported as debt service expenditures. Expenditures for principal and interest payments for govemmental fund

generaland special obligations bonds are remgnized in the Debt Service Fund when due.

8) CompensatedAbsences

The Municipality accrues a@umulated unpaid vacation and sick leave and associated employee-related costs when eamed (or

estimated to be eamed) by the employee. The Municipality's employees are granted 30 days ol vacations and '18 days of sick

leave annually. Vacations may be accumulated up to a maximum of sixty (60) days and sick leave up to a maximum of ninety (90)

days. ln the event of employee resignation, the employee is paid for accumulated vacation days up to the maximum allowed at the

curent rate. Separation from employment prior to use of all or part of the sick leave terminates all rights for compensation, except

,or employees with ten years of service who are entitled to sick leave pay up to the maximum allowed. The lilunicipality accrued a

liability for compensated absences. which meet the following criteria: (1) the Municipality's obligation relating to employee's rights

to receive compensation for future absences is attributabie to employee's services akeady rendered; (2) the obligation relates to

rights that vest or accumulate; (3) payment of the compensation is probable; and (4) the amount can be reasonably estimated.

ln accordance with the above criteria and requirements in conformance with Section C60 of the GASB Codification, the

Municipality has accrued a liability for mmpensated absences, ,,,/hich has been eamed but not taken by Municipality's employees,

including iti share of social security and Medicare payments made on behalf of the employees in the accrual for vacation and sick

leave piy using salary rates effective at June 30, 2010. All vacaton pay is accrued when incurred in the GWFS. For the GWFS,

the cunent portion is the amount estimated to be used in the following year. For the GFFS, all o, the compensated absences are

mnsidered long{erm and therefore, are not a fund liability and represents a reconciling item between the fund Ievel and

government-wide presentations.

9) Clains and Judgnents

The estimated amount of the liability for claims and judgments, if any, which is due on demand, such as from adjudicated or settled

claims, is recorded in the General Fund when the liability is incuned. The Long-Term Liabilities includes, when appropriate, an

amount estimated as a contingent liability or liabilities with a fixed or expected due date, which will require future available financial

resources for its payment.

10) Accounting fot Pension Costs

'The Municipatity adopted the provisions of GASBS No. 50, Penslon Dlsc/osure, which amended GASBS No 27, Accounting lor
pensions by State and Local Govemments Employers, by requiring disclosure of how the contractually required contribution rate is

determined by governments participating in multi-employer cost-sharing pension plans.

The Municipality accounts for pension costs ftom the standpoint of a participant in a multiple-employer costsharing plan.

Accordingly, pension costs recognized in the accompanying basic financial statements are equal to the statutorily required

contributions, with a liability recorded for any unpaid required contributions.

ROMAN TORO & CO., CSP Cettifed Public Accountants qnd Business Consultqnts

POBOX3013 YAUCO PR 00698-3043 ' TEL. (787) 856-6220 FAX: (787) 856-6233



Cor oinvEAt-TH oF PUERTo Rtco

MuilrcrpALny oF HuirAcAo, PUERTo Rtco

NOTES TO THE BASIC FINAT{CIi{L STATEiIENTS

FoR rHE FrscAr YEAR EIDED Jut{E 30, 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

For the purpose of applying tle requirements of GASBS No. 27, he state govemment of the Govemment is considered to be the

sponsor of the Employees' Retirement System of the Govemment of Puerto Rico and its lnstrumentalities (ERS) and System 2000,

a multiemployer cost-sharing defined benefit pension plan and a hybrid defined contribution plan, respectively, in which the

employees of the Municipality participate. The Municipality is considered a participant, and not a sponsor, of these retirement

systems since the majority of the participants in the aforementioned pension trust funds are employees of the Government and the

basic financial stalements of such retirement systems are part of the financial reporting entity of the Government.

11) Net Assets6und Balence

iret Assefs

The GWFS and Proprietary Funds Financial Statements utilize a net assets presentation, which are categorized as follow:

. lnvested ir} Cap,(al Assets, Net of Related Debt - These consists of capital assets, net of accumulated depreciation and

amortization, reduced by the outstanding balances of bonds payable, notes payable and other debts that are attributed to the

acquisition, mnstruction or improvements of those assets. For the purposes of determining the outstanding debt attributed to

capital assets, the total long-term debt related to the acquisition, construction or improvements of capital assets has been

reduced by any related unspent debt proceeds and any related unamortized debt issuance costs. ln addition, the outstanding

debt attributed to capital assets does not include accrued interest payable, non-capital accrued liabiljties, inter-fund loans and

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

Governmental
Activities

CapitalAssets,NetofAccumulatedDepreciation............................... $126,068,033

Outstanding Balance on Related Debt ............. (67,644,641)

Unspent Capital Debt Proceeds .................. .... 29 244.162

Total lnvested in Capital Assets, Net of Related Debt.. $ 87.667151

o Restrcted Nel Assets - These result when constraints placed on net assets use are either externally imposed by creditors,

grantors, contributors, and the like, or imposed by law through constitutional provisions or enabling legislation.

. lJnresticted Net Assets - These consist of net assets which do not meet the definition of the two preceding categories.

Unrestricted net assets often are designated, to indicate that management does not consider them to be available for general

operations. Unrestricted net assets often have constraints on resources that are imposed by management, but can be

removed or modified.

When both restricted and unrestricted resources are available for use, it is the iiunicipality's policy to use restricted resources first,

then unreskicted resources as they are needed.

Fund Balance

The GFFS present fund balance reserves for those portions of fund balance (1) not available for appropriation for expenditures or

(2) legally segregated for a specific future use. Following is a brief description of the nature of certain reserves

. ReseNe fot Encumbrarces - Represent future expenditures under purchase orders, contracts and other commitments. These

committed amounts generally will bemme liabilities in future periods as the goods or services are re@ived

. Reserye for Debt Sevice -The fund balance of the debt service funds is reserved for the payment of debt service in the

subsequent years.

. Reserye foi Capital Projects - Certain assets, primarily cash and investments, and cash with fiscal agent to be invested in

capital projects under contracts and other commitments. These committed amounts generally will bemme liabilities in future

periods as the prolects are completed.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

. Reseve fot Other Puryoses - Certain assets, primarily cash of grants and contributions that are authorized to be canied over

and expended in the ensuing year.

Designations of fund balances are established to reflect tentative plans for future utilization of cunent financial resources. lt is the
policy of the Municipality to designate the portion offund balance set aside by the Municipal Legislature through the mrresponding

ordinance for future plans. The unreserved, undesrgnated basis of budgeting fund balance is the amount of fund balance remaining

from operations of the cunent and prior years, net of amounls established as reserved and designated fund balance.

E. lnterfundTransactions

lnterfund kansactions are reflected as loans, reimbursements or fansfers. Loans are reported as receivables and payables as

appropriate and are subject to elimination upon consolidation. Reimbursements occur when one fund incurs a cost, charges the

appropriate benefiting fund and reduces its related cost as a reimbursement. All other interfund transactions are treated as transfers.

Transfers between govemmental or proprietary funds are netted as part of the reconciliation to the govemment-wide columnar

presentation. The l\rlunicipality has the following types of transactions among funds:

lntefund Transfers - Legally required transfers that are reported when incurred as transfers-in by the recipient fund and as

transfers-out by the disbursing fund, with receivables and payables presented as amounts due to and due from other funds.

lntra-Entfu Trunsactions - Advances between funds are also presented as amounts due to and due fiom other funds.

However, these transfers and related amounts receivables and payables are considered intemal balances and activities that

have been eliminated in the government-wide financial statements.

F. Risk Financing

The lllunicipality canies commercial insurance to cover property and casualty, theft, tort claims and other losses. lnsurance policies are

negotiated by the Puerto Rico Treasury Department and costs are allocated among all the municipalities of Puerto Rico. Also, principal

officials of the llunicipality are covered under various surety bonds. Cost of insurance allocated to the Municipality and deducted from

the gross property tax collections by the MRCC for the year ended June 30, 20'10 amounted to approximately $5'19,162. The cunent

insuiance policies have not been cancelled or terminated. ln addition, MRCC deducted approximately $821,767 for workers

compensation insurance covering all municipal employees for the same period.

G. Use of Estimaies

The preparation of the basic financial statements in conformity vrith USGMP requires management to make estjmates and

assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent asseis and liabilities at the date of

the baiic financial statements and the reported revenue and expenses during the reporting period. Actual result could differ from those

estimates.

H. Reclassifications

Various reclassifications have been made in the accompanying basic financial statements which affect the comparability with the basic

financial statements issued for prevjous fiscal years.

l. Future Adoption of Accounting Pronouncements

The Governmental Accounting Standards Board (GASB) issued the following pronouncements that have effective dates after June 30,

20'10:

GASB Statement No. 54, Fund Balance Repoding and Govemnental Fund Type Definitions. Statement 54 is to enhance the

usefulness ol fund balance information by providing clearer fund balance classifications that can be more consistently applied and

by clarifying the existing governmental fund type definitions. This Statement establishes fund balance classifications that comprise

a'hierarctri based primarity on the extent to which a government is bound to observe constraints imposed upon the use of the

resources reported in governmental funds.
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SUITMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

The initial distinction that is made in reporting fund balance information is identifying amounts that are considered ,onsperda0/e. such as

fund balance associated $rith inventories. This Statement also provides lor additional classification as restricted, committed, assigned,

and unassigned based on the relative strength of the mnstraints that control how specific amounts can be spent. The requirements ofthis

Statement are eflective lor financial statements for periods beginning alter June 15, 20'10, with earlier application encouraged.

GASB Statement No. 57, 0PEB Measurements by Agent Employers and Agent Multiple-Employer Plans. The objective of this Statement

is to address issues related to the use of the altemative measurement method and the frequency and timing of measurements by

employeIs that participate in agent multiple-employer other postemployment benefit (oPEB) plans (that is, agent employers). The

requirements of this Statement are effective for financial statements for periods beginning after June 15, 20'1 1 .

GASB Statement No. 59, Financial lnstruments Omnibus. The objective of this Statement is to update and improve existing standards

regarding financial reporting and disclosure requirements of certain financial instruments and extemal investment pools for wtlich

significant issues have been identifed in practice. The provisions of this Statement are effective for financial statements for periods

beginning after June '15, 2010. Earlier application is encouraged.

CASH AND INVESTMENTS

Cash in Banlrs

The Municipality's cash and investrnents at June 30, 2010 are composed of: (1) demand deposits in commercial banks, (2)demand deposits in

the Govemment Development Bank of Puerto Rico (GDB, fiscal agent), and (3) cash equivalents in commercial banks. Cash equivalents of

$84.3 million are deposits in interest bearing commercial bank accounts and GDB, and are recorded at cost, which approximates fair value.

Puerto Rico laws authorize govemmental entities to invest in direct obligations or obligations guaranteed by the federal govemment or the

Govemment. The Municipality is also allowed to invest in bank acceptances, other bank obligations and certilicates of deposit in financial

institutions authorized to do business under he federal and Govemment laws.

The [,,tunicipality follows the practice of pooling cash. At June 30, 2010, the pool cash account in interest bearing mmmerdal banks accounts

had a balance of $ .7 million of which $23.1 million in the General Fund, $581,366 of Head Start Program, $13.2 million in the Arl Center

Fund, $12.2 million in the l\,lultiuses Coliseum Fund, and $15.7 in Other Govemmental Funds; of lvhich $1,892,803, $358,609, $16,994,680,

and $17,844,507 was invested in an interest bearing account in Popular Bank of Puerto Rico, Humacao Branch; Eurobank, Humacao Branch;

Doral Bank, Humacao Branch, and First Bank, Humacao Branch that generates an annual interest rate of 0.30%, 2.00%, 3.00"k, and 275"k,

respectively. Also, $4,628,266 was invested in another account in Popular Bank of Puerto Rico, Trust Division, wtlich generates an annual

interest of 1.749%. ln addition, the amount of $19.8 of the issuance of general obligation bonds for the construction of the Art Center and

l,4ultiple Uses Coliseum was deposit in Doral Bank. Other funds are deposit in regular bank accounts. The balance in the pooled cash account

is aviilable to meet cunent operating requirements and any unrestricted excess, il any, is generally invested in interest bearing acmunls with

commercial banks. Any deficiency in the pooled cash account is assumed by the general fund and covered thmugh future budgetary

appropriation.

Under the laws and regulations ol the Govemment, public tunds deposited by the Municipality in commercial banks must be fully collateralized

for the amounts deposited in excess of the Federal Deposit lnsurance Corporation (FDIC) coverage. All securities pledged as collateral are

held by agents designated by the Government's Secretary ofthe Treasury, but not in the Municipality's name'

Cash with fiscal agent in the debt seMce fund consists principally of property tax collections amounting to $13.9 million that are restricted for

the payment of th; Municipality's debt service, as required by law. Cash with fiscrl Agent consist principally of $35 million of unspent

procLefs of bonds for the Multiuses Coliseum, $142,012 for the Art Center, and $2.0 million in other govemmentalfunds that are restricted for

ihe acquisition, construction or improvement of major capital assets. The amounts deposit in GDB is maintained in interest bearing accounts

and is not collateralized.

l\.,lunicipality follows the provisions of Section C20 oI the GASB Codification oI Govenmental Accounting and Financial Repoding Standards,

related'with cash deposit and interesleaming investment contract with financial institutions. Accordingly, the following is "ssential intormation

about credit risk, interest rate risk, custodid c?edit risk, and foreign exchange exposure of deposits and investments ofthe Municipality at June

30, 20'r0:
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CASH AND INVESTi,IENTS (continuation)

Credit Risk

This is the risk that an issuer or other counterparty to an investment will not fulfill its obligatons. At June 30, 2010, the lllunicipality has

invested only in cash equivalents of $M.7 million consisting of deposit in interest bearing commercial bank accounts, which ale insured

by the FDIC, generally up to a maximum of $250,000. As previously mentioned, public funds deposited by the l/unicipality in

c;mmercial banks must be fully collateralized for the amounts deposited in excess of the FDIC coverage. No investments in debt of

equity securitjes were made during the Fiscal Year ended June 30, 20'10. Therefore, the Municipality's management has concluded that

the credit risk related to any possible loss related to defaults by commercial banks on the Municipality's deposits is considered low at

June 30, 2010.

Custodial Crcdit Risk

This is the risk that, in the event of the failure of a depository financial institution, the Municjpality will not be able to recover its cash and

investments or will not be able to recover collateral securities that are in the possession of an outside party. Pursuant to the lnvestment

cuidelines for the Government adopted by GDB, the Municipality may invest in obligations of the Govemment, obligations of the United

States, ce ficates of deposit, commercial paper, banke/s acceptance, or in pools of obligations of the municipalities of Puerto Rico,

which are managed by GDB. At June 30, 2010, the l/unicipality has balances deposited in commercial banks amounting to $M.7

million which are insured by the FDIC up to the established limit and the excess are fully collateralized as explained above. Deposits in

GDB, amounting to g19.5 million are uninsured and uncollateralized. However, no losses related to defaults by GDB on deposit

kansactions have been incuned by the Municipality through June 30, 2010. lt is management's policy to only maintain deposits in banks

affiliated to FDIC to minimize the custodial credit risk, except for GDB. Therefore, the Municipality's management has concluded that at

June 30, 2010, the custodial credit risk associated ,,yith the Municipality's cash and cash equivalents is considered low.

lnteresl Rate Risk

This is the risk that changes in interest rates of debt investments will adversely affect the fair value of an investment. The Municipality

manages its exposure to declines in fair values by: (1) not including debt or equity investments in its investments portfolio at June 30,

2010,12) limiting the weighted average maturity ol its investments in certificates of deposit to periods of three months or less, and (3)

keeping most oi its banki deposits in certificates of deposit and in interest bearing accounts generating interest at prevailing market

rates. iherefore, at June 30, 20'10, the interest risk associated with the l/unicipality's cash and cash equivalent is considered low.

Forcign Exchenge Risk

This is the risk that changes in exchange rates will adversely affect the value of an investment or a deposit. According to the

aforementioned investment guidelines, adopted by the Municipality, the Municipality is prevented from investing in loreign securities or

any other types of investmdts for which foreign exchange risk exposure may be significant. Acmrdingly, management has concluded

that the foreign exchange risk related to the Municipality's deposits is considered low at June 30, 20'10.

RECEIVABLES

As of June 30, 2010, the amount of $685,914 co esponds to property taxes for the Debt Service Fund and $327,434 for the Sales and

Usage Taxes.

DEFERRED AND UNEARNED REVENUES

Government-wide Statement ol Nel Assets .FJpodt defered revenues for resources receive before it has a legal claim to them.

Governmental funds balance sheet re po defened rcvenues in connection with receivables for revenues that are not considered to be

available to liquidate liabilities of the current period

(unavailable). Governmental funds also defer revenue

recognition in connection with resources that have been

received, but not yet eamed. At the end of the cunent

fiscal year, the various mmponents of detened

/eyenues and uneamed revenues rcported in tle basic

financial statements were as follows:

Volum ofBusiness Taxes $

Otrer GovernnEnhl Funds

UNAVALABLE UNEARNED

- $ 15,909,153

5,873,026

4,972,678Head Stsrt Program

ToblDebrred/unearnedRevenue q--q!9'/01 !.--8999153
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6. INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS

A. lnaerfund Receivable and Payabll Balences

Due to/from Other Funds at June 30, 2010 are summarized as follows:

INIERFUND INTERFUND

RECEIVABLE PAYABLE AI'OUNT

GeneralFund Head SbrtFund $ 253,773

GeneralFund Oher GovernnEnbl Funds 2,574,713

Oher Ciovernrnenbl Funds C€neralFund 66,097

Mulliple Uses Coliseum Fund Ofier GovernlrEnhl F unds 3,840,610

Oher GovernnBnbl Funds Multple Uses Coliseum Fund U327

Tohl $ 6,819'520

B. h'€rtundTnnsfe6

Transfers are indicative offunding for capital projects or debt service, and subsidies of various operations.

SOURCES

General Fund DebtServices Fund

Oher Non-Major Fund DebtServices Fund

Oher Non-MaPr Fund GeneralFund

Muliple Uses Coliseum Fund Oher Non-Maior Fund

TRANSFER TO AIIIOI,NT PURPOSE

$ 353.194 Bond Principaland lntsrest PayrEnb
132,425 Bond lssue Cosb

3,062 Equity Transftr
63,518 Specific Proiecl Funding

Oher Non-Major Fund lrufliple Uses Coliseum Fund 2,022 Specific Prqecl Funding

GeneralFund Oher Non-Major Fund 845,354 Budget Specific Proiect Funding

Tobl $ 1,399,575

7. DUE FROMTTO GOVERNMENTAL UNITS

As of June 30, 2010, balance due from govemmental units of the Other llajor Fund conesponded to reimbursement of Law 82

($7,591), Simonet Home ($40'l)from state appropriation and Grafiti Brutal ($42).

The balance due to govemmental units of the General Fund for services rendered to the Municipality consists of AEELA ($105,882),

and General Service Administration ($175). Amount due by Art Center Fund is to lnfrastucture Financial Agency ($2,766,843), and

Other Non-lvlajor Funds are to Federal Coriective Plan ($66,009) and US Department of Housing and Urban Development ($2'1,219) for

reimbursement of Section 8 Rental Moderate Rehabilitation Programs
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8. CAPITAL ASSETS

Assets activities for the fiscal ended June 30, 2010 v',as as follows:

Depreciation expenses were charged to as follows:

AMOUNT

Mayor and Municipal Legislatrre $ 371,267
ceneral GovernrEnt 234,672
Public Sabty 212,153
Public vl'trrks a22,o91
Culture and Recreatbn 769,053

HunEn Service and \Abhhre '132,595

Urban DeveloprrEnt 106'077

Tobl Deprecialion Expenses $ 2,651,908
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DESCRIPIIOT{

BALANCE

JULY 1,

2O()9 RECLASSIFICATION II{CREASE

BALANCE

JUNE 30,

DECREASE 2O1O

Non-Depreciable Capitsl Asseb:

Land

Constuc{on in Progress

Totsl Non-Depreciable CapiEl Asseb

Depreciable Capihl AsseB:

Buibings

lniaestuctJ re

Mobr Vehicles

EquipnEnt

CapihlLease

Totsl Depreciable Capibl Asseb

Less Aco,rfiulabd Depreciaton:

Buildings

lntasluct/re
Mobr Vehicles

EquipnEnt

Capital Lease

Tobl Accunulabd Depreciaton

Tobl Depreciable CapiblAsseb (Net)

CAPITAL ASSETS, NET

566,228

(s66,228)

1,963,034

(1,059,668)

(359,832)

(481,598)

1727.903J
(22,907)

(2,651,908)

(688,874)

$ - $ 15.895,323 $ $ 126,068,033

$ 11,594,691

39,312,828

50,907,519

54,685,066
22,003,775

8,317,2',18

4,993,622

680,761

90,680,442

(16,417,857)

(s,219,242\

(6,066,947)
(3,099,876)

(611,329)

(31,415,251)

59,265,191

$ 110,172,7',10

$ '107,700

16,476,497

16,584,197

275,125

1,107 ,525
95,052

485,332

$ 11,702,391

55,789,325

67,491,716

54,960,191

23,111,300

8,412,270

6,045,182
114,533

92,6/,3,476

('t7 ,477 ,525J
(5,579,074)
(6,548,545)

(4,370,389)
(91,626)

(34,067,159)

58,576,317

(542,61;)
542,610

GENERAL LONG.TERM DEBTS

A. General and Special Obligations Bonds

The principal long{erm obligations of the Municipality are general obligation bonds and special obligatjon bonds issued to finance the

consLuction andimprovemdnts of public facilities and purchase of machinery and equipment. The lilunicipality's obligations long-term

debt retirements are appropriated and paid from resources accumulated in the Debt Service Fund (See Note 10)

During June 2010, the Municipality issued general obligation bonds ol 2010 in the amount of $19,915,000 for the construction of the Art

Centei and Multiple Uses Coiiseum. The iiterest at Prime Rate plus 1.55% to Popular Bank of Puerto Rico are payable semi-annually

on the l{ days of January and July of each year through July 2035, plus principal payrnent annually ranging from $385,000 to

$1,420,000 on the l"tdays of July ol each year through July 2035.
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9. GENEML LotlG-TERii DEBTS (continuation)

The following is a summary of general and special obligation bonds of the Municipalily as of June 30, 2010:

Type of Obligation and Purpose

General Obligation Bonds - Properiy Taxes

$5,200.000. Series 2003-04 - General Consfuc{on

$4,020,000, Series 2002-03 - General Constuc{ion

$1,099,000, Series'1995 - Purchase olEquipnEnt

$1,485,000, Series 1995 - General Constucton

$8,395,000, Series 1998 - General Constuclion

$1,720,000, Series 2005 - General Constuclbn

$370,000, Series 2006 - Land Acquisilion

$10,620,000, Series 2006 - General Constuclion

$10,620,000, Series 2006 - General Consfudion

$2,055,000, Series 2007 - Purdrase ofEquipnEnt

$19,915,000, Series 2010 - General Constudion
Total G€neral Obligaions Bonds

Special Obligations Bonds - Property Taxes

$4,786,000, Series 1995 - Relnancing Purpose

$'!,41 2,000, Rural DevelopnEnt- General Cons'f ucion

Total Special Obligations Bonds - ProPerty Taxes

Special Obligation Bonds - Sales and Usage Taxes

$10,040,000, Series 2008 - General Constuclion

Total S pecial Obligations Bonds
Total Generaland Special Obligation Bonds

Maturity
Date

2028
2027
2013
2014
2018
2030

2030
2031
2031

2014
2035

2013

2030

2016

I nterest Rate

5.00%

5.00%

5.45vo

5.17yo

6.46yo

5.O2yo

5.020/0
.1

'1
7.50yo

,2

7.81v.
4.25v.

7 500k

Arount

$ 4,575,000
3,435,000

390,000

675,000
5,240,000
1,575,000

335,000
9,965,000
9,965,000
't,570,000

57,6'10,000

1,695,000
1,370,000
3,055,000

9,085,000
12,150,000

$ 69,790,000

,1 - lnterest on these bonds are set at the paynents date using he London lnterbank Offered Rate (LIBOR) - 90 days plus 0.19%.

? - lnterest on these bonds are set atthe paymenB date using the plevailing Prime Rate plus l'55%'

According to Seciions 103 and 148 through 150 of the US lntemal Revenue Code and Seclions 1.'148 through 1 150 of the US Treasury Regulation'

ttre [,tuniiipality's tax€xempt bonds are iubject lo the arbilrage rebate requiremenls. At June 30, 2010, the Municipality had no federal arbitrage

liability on'bonds since interest inmme earned from the investment of unspent bond ploceeds were made in bank deposits that generate yields lower

than the rates applicable to the debt service payments

B. Obligetion U|dcr Cap,:fa, teeses

The Municipality is obligated under certain capital leases accounted for in the Statement of Net Assets. The historical cost, accumulated depreciation'

future minimum lease payments al June 30, 2010, are as follo'r/s:

Cost

AcqrnulaH Deprecialion

Monhly Lease PaylrEnb

Residual Lease PaynEnb

YEAR ENDING

JUNE 30,

2011

Tobl Mininum Lease PayrEnt

Less: De€rred lnErest

$ 114,533

$ 91,626

$ 2,096

$-

TOTAL

PAYi'ENT

14,395

154

Present Value Mininum Lease PaynEnb -!-_-:1241-

RO .LA,N TORO & CO., CSP Certified Public Accountqnts arul Basiness Consultqnts
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9. GEI{ERAL LONG.TERM DEBTS (continuation)

C. Legel Debt Linit and Legal Debt llaryin

On llarch 9, 2009, the Commonwealth of Puerto Rico approves Law Number 7 that provides for revision of the valuation of property

subject to taxation and imposes special property taxes for the Commonwealth. The Municipality debt limits are 10% of valuation of

property sublect to taxation, plus the balance of the special ad valorem taxes in the Debt Service Fund. ln addition, before any new

6onds ire issued, the revenues of the Debt Service Fund should be sufficient to cover the projected debt service requirement.

Additjonal legal debt margin was determine for the issuance of the special obligations bonds that are paid through retention made by

the MRCC from monthly advance of annual property tax and subsidy send to the iilunicipality.

D. Othet Long-Tem DebE

Bor7owins fron MRCC

The total amount of $730,827 to be paid during fiscal year 2010-2011 without interests conesponded to the Fiscal Year 2008-2009 final

liquidation of Property taxes.

On July 1, 2007, the llunicipality entered into a repayment agreement with the GDB and MRCC to repay the uncollectible property tax

sale authorized by the enacted'Law Number 146. The original debt was $730,449 to be paid during 25 years plus annual interest of

6.22',1".

On November 28, 2001, the Municipality entered into a repayment agreement with the GDB and MRCC to pay for the propofional debt

to cover the Land lnformation Management System (LIMS), system estabtished by MRCC with the capacity to maintaining cadastre and

photos of all real property of Puerto Rico. The original debt was $1,833,035 to be paid during '10 years plus annual interest of 5.95%.

On July '1, 2002, the Municipality entered into a repayment agreement with the GDB and MRCC to repay the uncollectible property tax

sale authorized by the enacted'Law Number 42. The original debt was $492,779 to be paid during 30 years plus annual interesl of

6.1875%.

Comos,saledAbssrces

This amount represents the estimated accrued vacation benefits, accrued sick leave benefits and payroll related benefits, representing

the Municipality's commitment to fund such costs fom future operations

Foliowing are the Other Long-Term Debts:

DESCRIPTION

Properv TaxesMRCC

Law Nunber '146-MRCC

LIMS DebtMRCC
Law Nunber 42-MRCC

Enployees RelirenEnt Adrn

Conpensabd Absences

TOTAL

BALANCE

JULY 1,

2009

$ 1,015,803

672,013

563,358

446,918

14,496

5,780,'!62

NEW

tssuEs

569,14;

AITIOUNTS

DUEWITHIN

ONE YEAR

$ 730,827

29,218

228,499

9,364

4,223,639

Ai,OUNTS

DUE AFTER

NEXI YEAR

613,577

119,373

428,743

1.503.2M

t ,sr4*

RETREiIENTS BALANCE

AND JUNE 30,

ADJUSTMENTS 2O1O

$ (284,976) $ 730,827

(29 ,218\ 642,795

(215,486) 347,872
(8,811) 438,107

(14,496)

(622.428\ 5,726,883

s 84e2750 $ 569.149 $ (1,175,415) $ 7.886.484 $ 5,221.547

ROMAN TORO & CO., CSP Certifed Public Accountants and Business Consultqnts
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9. GENERAL LONG-TERM DEBTS (continuation)

E. Changes in General Long-Tem Debb

The following is a summary ol changes in long{erm debts for the year ended June 30, 2010:

DESCRIPTION

C*neral 0bl0alions
Special obligalions

Capibl Lease

Oher Debb

TOTAL

BAANCE
JULY ,I,

2009

$ 39,280,000

13,015,436

69.869

I,492,750

$ 60,8s8,055

NEW

ISSUE

$ 19,915,000

507,880

569,149

$ 20,992,029

AMOIJ NTS

DUE WITIiIN

ONE YEAR

$ 1,660,000

1,454,000

14,241

5,22',t,547

$ 8,349,788

AI'OUNTS

DUE AFTER

I{EXT YEAR

$ 55,980,000

10,696,000

2,664,937

$ ,r**,

RETIREMENTS BAAI{CE

AI\|D Jul,lE 30,

ADJUSTIIIENTS 2OI(l

$ (1,5s5,000) $ 57,640,000

(1,373,316) 12,150,000
(55,628) 14,241

(1,175,415) 7,886,484

$ (4,159,359) $ 77,690,725

F. Debt Compliance

There are a number of limitattons and restrictions contained in the various bond indentures. The Municipality believes it is in compliance

with all significant limitations and reskictions.

The annual requirements to amortize the general and special obligations outstanding as of June 30, 2010 are as follows:

YEAR ENDING

JUNE 30,

2011

2012

2013

2014

2015

2016-2020

2021-2025

2026-2030

2031-2035

2035-2036

TOTA

PRITICIPA

PAY EI{T

$ 1,468,241

1,562,000

1,684,000

1,811,000

1,433,000

3,380,000

370,000

456,000

II{IEREST

PAYf,ENT

Gene16l Oblioation Bonds

PRINCIPA INIEREST

PAYIEI{T PAYIEiIT

$ 1,660,000 $ 2,128,380

s pecial 0b ligalion Bonds & Notes Oh.r Lonq-Tsm OblioatioIs

PRII{CIPA II{IERST TOTA

PAY ENT PAYIETIT PRITICIPAI INTEREST

2,170,000

2,310,000

2,465,000

2,505,000

11,215,000 13,143322

720,984 $ 5,221,547 $

707,880 1,661,787

585.645 39 796

453,963 40,460

332,858 47,201

449,920 218,085

145,350 243,130

59.755 278,509

- 135,369

84,296 $ 8,349,788 $ 2.933,660

68,093 5,393,787 4,225,608

62.099 4.033,796 3,967,416

59,617 4,316,460 3,693,642

57,093 3,985,201 3,423,895

245,952 14,813,085 13,839,694

114.875 11,768,730 10,256,446

94,662 14,389,509 6,191,172

13.309 9,220,369 2,111,828

11,155,000

13,655,000

9,085,000

3,449.635

3,319,672

3,180,062

3,033,944

9,936,221

6,036,755

2,098,51S

1,420,000 123,000

$ 57,640,000 $ 46,450,010 $ 12,164,241 $ 3,!!q!!5 $ 7'886,484 $ 859,996 $77,690,725 $50,766,3614-+

- 1,420,000 123.000

t(). DEBT RETIREMENT

Revenues of the debt service fund consists of the ad-valorem property taxes which are remgnized as revenue when mllected from

taxpayers and repo(ed by the l/unicipal Revenue Collection Center of the Commonwealth of Puerto Rico to the Municipality (See Note

1 1',|

These property taxes are accumulated by the llunicipal Revenue Collection Center in costs of the general obligations bonds issued by

tfre Uunicipatifo (See Note 9). Payments are made tb the Govemment Development Bank of the Commonwealth of Pue(o Rico from

such accumulated funds by the Municipal Revenue Collection Center of Puerto Rico'
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11. PROPERTY TAXES

The Municipality is authorized by Act No. 81 to impose and mllect property taxes from any natural or legal person that, at January 1st of

each calendar year: (1) is engaged in trade or business and is the owner of personal or real property used in trade or business, or (2)

owns residential real property with a value in excess of $15,000 (at 1957 market price).

The MRCC is responsible for the assessment of all real and personal property located within the Municipality and for the levy,

administration and collection of the conesponding tax contribution.

The personal property tax is self-assessed by the taxpayer on a retum, which is to be filed and paid in full by May 15 of each year with

the MRCC and based on cunent values as of December 31 of previous year. Real property tax is assessed by the lltRCC on each

piece of real estate and on each building or residence. The property tax confibution is levied each year over the appraised value of the

ieal property at the beginning of the calendar year. The real property assessment is based on the cunent value existing in the year

1957 .

The MRCC is responsible for the billing of real property taxes and mllections of both, personal and real property taxes on behalf of all

the municipalities of Puerto Rico. Prior to the beginning of each fiscal year, the MRCC informs the Municipality of the estimated amount

of property taxes expected to be collected for the ensuing frscal year. Throughout the year, the MRCC advances funds to the

Uunicpatity baseO on the initial estimated mllections. The I/RCC is required by law to prepare a settlement statement on a fiscal year

basis, whereby a comparison is made between the amounts advanced to the Municipality and amounts actually collected from

taxpayers. Thii settlement has to be completed on a preliminary basis not later than three months after fiscal year-end, and a final

setilement made not later than six months after yearend. lf the IIRCC remits to the Municipality property taxes advances, which are

less than the tax actually collected, a receivable from the lilRCC is recorded at June 30. However, if advances exceed the amount

actually collected, a bonowing from MRCC is recorded at June 30. The difference between the advances and the final settlement from

MRCi for the fiscal year 20i0 resulted in a receivable of $685,914 for the Debt Service Fund. At the time of the preparation of the

financial statement, the difference between the advances and the final settlement to the General Fund is pending offinal determinatjon.

The tax rate for fiscal year 2010 is 7.53% for real property and 5.53% for personal property of which 1.03% of both are for the

redemption of public debt issued by the Commonwealth of Puerto Rico and 6.50% and 4.50%, respectively, belongs to the L4unicipality.

The iommonwealth of Puerto Rico also contributes an annual tax rate of 0.20% of the property tax collected. The remaining

percentage is distributed as lollows: \a) 5.25ok and 3.25ok, respectively, represents the lrunicipality's basic tax rate that is appropriated

io1. g.n"rit purposes and therefore accounted for through the general fund. A portion of such amount is deposited in an equalization

fund- together with a percentage of the net revenues of the Puerto Rico electronic lottery and a subsidy from the Commonwealth of
puerto 'Rim. 

The remaining portion belonging to the litunicipality of 1.25% represents the ad-valorem propeo taxes withheld by the

I/RCC and restricted for debt service, which is accounted for through the debt service fund (See Note 10) The Municipality hasn't

reached the maximum statutory tax rate limit for the basic tax while there is no limitation for the ad-valorem tax rate.

As previously mentioned, on March 9, 2009, the Commonwealth of Puerto Rico approves Law Number 7 that-provides for revision of

the valuation of property subject to taxation and imposes special property taxes for the Commonwealth The effect of this Law was an

increase in the valuation of the real properties and in the exemption granted for the residential units occupied by their owners by

multiply both amount by ten. Accordingly, the residential units occupied by their owners are exempt from real property taxes on the first

gt50,ob0 assesseo value. For such eiempted amounts, the Puerto Rico Secretary of the Treasury assumes payment of the basic tax to

ihe triunicipality (6.00%), except for resid.ential units assessed at less than $35,000 on which a complete exemption is granted As part

ot Law No. 83 ot nugusi :0, 1b91, as amended, the exempt amount to be paid by the Pue(o Rico 
_Secretary 

of the Treasury to the

Municipality was frolzen as of January 1, 1992. The Municipal Revenue Collection Center, instead of the property taxpayer, becomes

the source of payment in these cases.

ln addition, the law grants a complete exemption from personal property taxes up to an assessment value of$50,000 to retailers with an

annuat net sates volume of less than $150,000. Tire MRCC advances to the Municipality, on monthly payments, 100% of the

contribution assessed over property for each fiscal year. ln accordance to Law, these advances will be contributions by the MRCC from

iaxpayers. The MRCC periodicatly informs to the Municipality the amounts collected ftom taxpayers and applied to outstanding

advances.

The Municipality records as revenue in the general fund the property tax contribution when received from monthly advances from

MRCC. Due to fhe fact that collections of prop6rty tax are applied to theadvances of property tax paid by the MRCC, the amortization of

the advance at end of year was not available due to that is in process of verification by extemal auditors
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12. VOLUi,lE OF BUSINESS TAXES

The volume of business taxes is levied each year based on the prior yeads gross revenues for all commercial and industrial

organizations doing business in the Municipality and which are not totally or partially exempt fiom this tax under the lnduskial lncentives

Ails of the Commonwealth of Puerto Rico. This is a self-assessed tax based on the business volume in gross sales as shown in the tax

return that is due five , rorking days after April 15 of each year. Entities with sales volume of $3.0 million or more musi include audited

financial statements together with the tax return. During the fiscal year ended June 30, 2010, the tax rates were as follows:

a. 1.50% for financial institutions and savings and loan associations

b. 0.50% for all other organizations.

Taxes are payable in two equal semi-annual installments on July 1 and January 1 following the date of levy. lf they are paid with

declaration on or before the due date, the taxpayer is granted a 5% of discount. The volume of business tax receivable represents filed

tax returns that were uncollected as of June 30, 2010. Collections of taxes during cunent fiscal year conesponding of the tax retum

based on the prior year gross sales are applicable to the next fiscal year and recorded as delened revenues in the General Fund

SALES ANO USE TAXES

Municipality imposes a Sales and Usage Taxes of 1.5% (1.0% collected and belong to the Municipality and 0.5% collected by the

pue(o Riio Secretary of the Treasury) on the sales price of a taxable item or on the purchase price of all usage, storage or

consumption of a taxable item. All merchants required to collect the Sales and Usage Taxes, are required to file a monthly Sales and

Use Tax Return Form, no later than the 10d, of the following month from the month being reported. The Act also provides for restrictions

on the use of the resources (including the 0.5% collected by the Puerto Rim Secretary of Treasury) to be invested in solid waste and

recycling programs, capital improvements and health and public safety costs

The amount mllected by the Puerto Rico Secretary of Treasury will be deposited in accounts or special funds in GDB, subject to

restrictions imposed and distributed as follows:

a. 0.2% will be deposited in a 'Municipal Development Fund'to finance costs as restricted by the Act;

b. 0.2% will be deposited in a'Muniopal Redemption Fund" to financ€ loans to municipalities subject to restrictions imposed by the

Acti and

c. 0.1% will be deposited in a'Municipal lmprovement Fund" to finance capital improvement projects. These funds will be distributed

based on legislation from the Commonwealth's Legislature

Sales tax receivable represents filed sales tax returns that were collected subsequent to June 30, 2010, but pefuining to the cunent

year period.

As per Ordinance Number 1, Series 2007-2008, the l/unicipality authorized that one third (1/3) of the sales taxes collected should be

afpropriated for the investment of Eligible Activities and lnfrastructure Fund created by Ordinance Number 44, Series 2006-2007

13.

14. CONSTRUCTION EXCISE TAXES

Municipality imposes and collects municipal mnstruction excise taxes to most natural and legal persons and any govemmental

instrumentitity itrat carry out activities related to construction, expansion, maior repairs, relocations,. alterations and other types of

fermanent improvemenis to residential, commercial and industrial buildings, and any structures within the tenitorial area of the

ii,unicipality. The tax is also applicable to infrastructure prolects, the installation of machinery, equipment and fixtures, and other types

of construction-related activities.

The construction excise tax generally is a seliassessed tax imposed over the cost of the proiect, net of certain exemptions such as the

costs associated with the aquisition of land, existing buildings and improvements, project design and other engineering fees, licenses

and permits, consutting and tegal fees. The iax is piid by tfi-e taxpayer before the beginning of the construction project. The activities

covers by this tax and the exemption granted are as follows:
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't 5.

14. CONSTRUCTION EXCISE TAXES (continuation)

a. All conskuction of a single-family residential construction prolects not related to housing development projecis,
condominiums, or any similar projects, with a total cost exceeding $50,000, will pay 5% of construction excise taxes. This
project is exempt of the construction excise taxes for the first 950,000 of the prolect mnstruction costs.

b. All conskuction pojects related to improvement to a singleJamily residential using as principal residence are exempt of the
construction excise taxes for the frst $10,000 of the prolect construction costs. The swimming pool is not considered and
improvement to a single-family residentral, accordingly, is not exempt of the construction excise taxes.

c. Allconstruction prolects canied out by philosophic and humanistic organization have full exemption to the construction excise
taxes.

d. All construction projects canied out by state, federal and municipal govemments have full exemption to the construction
excise taxes if such projects are performed by administration.

e. AII commercial projects in Urban Center of the Municipality should paid '1.5% of construction excise taxes. All residential
projects in Urban Center have full exemption, including second plant to existing residential or commercial buildings to be used
as social interest residential.

I.iITERGOVERNIT,ENTAL REVEI'IUES

lntergovernmental revenues consist primarily of funds received from the Commonwealth of Puerto Rico, 'in lieu of tax' payments from
the Quasi-public Corporation, Puerto Rico Electric Power Authority, and federal financial assistance received from federal govemment.

Grants and subsidies received from the Commonwealth of Puerto Rico and federal agencies include, among others, a general subsidy
for urban development and capital improvements. lntergovernmental revenues are accounted for through lhe General Fund except for
those directly related to urban development and capilal improvements, which are accounted for through the Special Revenue and the
Capital Project Funds. Federal Financial Assistance is recorded in the Special Revenue Fund.

PENSION PLAN

Descripfion of the Plan

Employees of fre l\,4unicipality participate in the Employee's Retirement System of the Government of Puerto Rico and its
lnstrumentalities (ERS). The ERS is cost-sharing multiple-employer defined benelit pension plan sponsored by the Govemment under
the Act No. 447, approved on May 15, 1951, as amended. ERS mvers all regular employees of the Government and its
instrumentalities and of certain municipalities and components units not covered by their own retirement systems.

Paffcipation is mandatory except for members of the Legislature, Government Secretaries, Head of Agencies and Public
lnstrumentalities, Assistants to the Governor, the Comptroller of the Puerto Rim, Gubematorial Board and Committee appointees and
Experimental Service Station employees. ERS provides retirement, death and disability benefits. Disability retirement benefits are
availabb to members for occupational and non{ccupational disabilities. Retirement benefits depend upon age at retirement and
number of years of credited service. Benefits vest after ten years of plan participation.

Members who have attained at least 55 years of age and have completed at least 25 years of creditable service or members who have
attained at least 58 years of age and have mmpleted at leasl 10 years of creditable service are entitled to an annual benefit, payable
monthly for life. The amount of the annuity shall be 1.5% of the average salary, as defined, multiplied by the number of years of
creditable service up to 20 years, plus 2% of the average salary, as defined, multiplied by the number of years of creditable service in

excess of 20 years. ln no case will the annuity be less than $200 per month.

Participants who have completed at least 30 years of creditable service are entitled to receive the Merit Annuity. Participants who have
not attained 55 years of age will receive up to a maximum of 65% of the average salary, as defined, or if they have attained 55 years of
age will receive up to a maximum of 75% of the average salary, as defined. Disability retirement benefits are available to members for
occupational disability up to a maximum benefit of 50% of the average salary, as defined. However, for ncn-occupational disability, a
member must have at least 10 years of creditable services.
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16. PENSI0N PLAN (continuation)

The contribution requirements for both employees and employers are established by law and are not actuarially determined. Employees are
required to mntribute 5.775% lor the first $550 of monthly salary plus 8.275% for the excess of this amount, or on the altemative, 8.275% of
their monthly gross salary. The Municipality is required by Act No. 447 to conkibute 9.275olo of its employees' gross salaries.

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

Law Number 305 was enacted on September 24, 1999, amended the Act Number /l47 for the purpose of establishing a new program (System
2000). System 2000 became effective on January 1, 2000. Employees padicipating in the cunent system (ERS) as of December 31, 1999,

may elect either to stay in the defined-benefit plan or transfer to the new program. Persons joining the govemment on or after January 1, 2000,
will only be allo' ed to become members of System 2000.

System 2000 is a hybrid defined contdbution plan, also known as a cash balance plan. Under this new plan there will be a pool of pension
assets, wtrich will be invested by the System, together with those of the cunent defned-benellt plan. Benefts at retirement age will not be
guaranteed by the Govemment. The annuity will be based on a formula which assumes that each year the employees' contribution (with a
minimum of 8.275% up to a maximum of 10%) of their monthly salary, and will be invested in an account which rvill either: (a) eam a fixed rate
based on the hro-year Constant Matudty Treasury Note or, (b) eam a rate equal to 75% of the retum of the System's investrnent portfolio (net

of management fees), or (c) eam a combination of both altematves. Participants receive periodic ac@unt statements similar to those of
defined contribution plans showing their accrued balances. Disability pensions are not being granted under System 2000. The employers'
mntributions (9.275% ofthe employees' salary) will be used to fund the curent plan.

lf at time of retirement accumulated benefts amount to $'10,000 or less may elect to receive a lump sum distribution up to the accumulated
benefits. Under the new program the retirement age is reduced from 65 to 60 for those employees who joined the cunent plan on or afrer April
1, 1990.

Funding Policy

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

Contribution requirements are established by law and are as follows:

Municipality

Employees:
Hired on or before March 31, 1990

Hired on or alter April 1, '1990

Annual Contribution

Total employee contributions to the above-mentioned plans during the year ended
June 30, 2010, 2009 and 2008 amounted to approximately $2,746,464. The
Municipality's contributions during those years are recognized as total pension

expenditures/expenses in the category of administration as lollow:

These amounts represented the 100% of the required contribution for the
conesponding year. Additionally, changes made in the types and amounts of benefits offered by special lav'/s and costs of living adjustments,
led to a onetime recommended contribution to fund the retroactive adjustment related to the changes.

The Employee's Retirement System of the Govemment of Puerto Rico pmvides additional information of the ERS and System 2000. They
issue a publicly available financial reporl that includes financial statements and required supplementary information for ERS, as a component
unit of the Govemment. That report may be obtained by ffiting to the Administration at P0 Box 42003, Minillas Station, San Juan, PR 00940-
2003.
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9.275% ol gross salary

5.775% ofgross salary up to $6,600
8.275% ofgross salary over $6,600
8.275% ofgross salary

FISCAL YEAR LAW NO. '147 SYSTEM 2000

2010 $ 557,540 $ 496,s22

2009 606,470 478.662

2008 601,39s 369,282



CorrciMEAtrH oF PuERro Rrco

MuNrcrPAtrY oF HuMAcAo, PUERTo Rtco
NOTES TO THE BASIC FII{ANCIAL STATEiIENTS

FoR IHE F6CAL YEAR EI{DED JUI{E 30, 2()1(,

'17. cor{TTNGENCtES

a. Clains and Judgments

The Municipality is, at present, a defendant in a number of legal matters that arise from alleged improper application of policies and
negligence in the ordinary course of the Municipality's activities. The legal counsel of the lrunicipality has advised that at this stage in

the proceedings of lawsuits he cannot offer an opinion as to the probable outcome.

ln addition, the Municipality is a defendant or co-defendant in several legal proceedings, which are in discovery stage. Certain of these
claims are covered by insurance. Legal counsel with the information cunently available cannot determine the final outcome of these
claims. Accordingly, the financial statements do not include adlustment, if any, that could result from the resolution of this legal
proceeding. However, it has been the l/unicipality's experience that such actions are settied for amounts substantially less than the
claimed amounts.

B. Federcl Grants

ln the normal course of operations, the Municipality receives grants from various Federal and State agencies. The grant programs are
subject to audit by agents of the granting authority, the purpose of which is to ensure compliance with conditions precedent to the
granting of funds. The expenditures financed by grants are subject to program compliance audits by the grantor and passed{hrough
agencies in order to assure compliance with grant requirements. lf expenditures are disallowed due to noncompliance with grant
program requirements, the Municipality may be required to reimburse the grantor or pass{hrough agencies. Any liability for
reimbursement which may arise as the result ofthese audits is not believed to be material.

I 8. ColtilrllTltilENTS

a, Operating Leases

The Municipality leases real prope(y, buildings, and equipment under various operating lease agreements, which generally have terms
ofone year or less and are automatically renewed for he same term. Rental expenditures/expenses recorded in the general fund and in
ofier govemmental funds for the year ended June 30, 2010, amounted to approximately $339,330. Management believes that the
summary of the future minimum rental commitrnents under noncancelable real property and equipment lease u/ith terms exceeding one
year is not material to the basic financial statements taken as a whole.

b. Consatucaion

The Municipality had commitments at June 30, 20'10 of approximately $23.4 million for the construction, improvements, or renovation
of several municipal facilities.

19. NET ASSETSTFUNo BALANCES RESTATEITiENTS

A. IvelAssebResraremerb

During the year, the Municipality adjusted the govemmental

net assets for capital assets not previously recognized and for
unrecognized revenues. The following schedule reconciles the
June 30, 2009 Net Assets, as previously repo(ed to Beginning
Net Assets, as restated, July 1, 2009, for Governmental
Activities.

NET ASSETS

NetAsseb, as previously reporbd, June 30,2009 $ 120,771,173

AdjustrEntb Long-Term Debt 26,317

Beginning NetAsseb, as resbbd, July 1,2009 $ 120,797,490

END OF NOTES

ROL,LAN TORO & CO., CSP Certified Public Accountants ond Business Consultants
POBOX3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233
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COflTOI{WEALIII OF PUERTO RICO

IiIUNICIPALITY OF HUMACAO, PUERTO RICO

REQUIRED SUPPLEMENTARY INFORMATION

BUDGEIARY COMPARISON SCHEDULE - GENERAL FUND

FOR lHE FISCAL YEAR EI{DED JUNE

Budget Amounts

Oiginal Final

$ 3,531,601 $ 3,531,60,1 $ 3,531,601 $

Actual Amunts
(Budgetary Basis) Vadance with

(See Note 4 Final Budgel

BUDGETARY FUI{D BAAt'lCE, JULY 1,2009

Resources (lnhws):

Property Taxes

Volure of Busines Taxes

Sales Taxes

lnbrgovernoEnbl Revenues

License and Perrnb

Charges br ServiEs

lnbre$

Mscellaneous

Tobl Resources (lnlows)

ArDunb Available br Approprhtion

Charges b Appropriabns (0u ows):

Mayor and Municipal LegEaUre

General GovernnEnt

Public Sabty

Public Vhrks

Cult/re and Reqeaton

Healh and Sanibbn

Solid l,1h$ Disposal

Hunun Servrces and !\,bhre

Urban DevebpflEnt

Capibloutays

Transtrs b oher Funds

Tobl Charges b Appropriabns

BUDGETARY FUND BATAI{CE, JUI{E 30, 2l}1()

12,'198,899

15,575,000

4,010,000

5,'188,347

2,100,000

1,100,000

374,000

40,546,246

44,077,U7 44,077,U7

12,198,899

15,575,000

4,0'10,000

5,188,347

2,100,000

1,100,000

374,000

40,546,246

13,341,946

15,108,458

4,360,417

5,360,531
'1,658,842

1,188,048

368,187

1,143,U7

(466,542)

350,417

112,lU
(441,158)

88,048

(5,813)

M0,18i

840,183

(77,101)

1,733,713

(313,6s4)

(257,567)

67,638

(30,931)

407,402

(175,105)

91,115

140,303

41,386,429

,14,918,030

2,2U,617

18,823,390

2,839,731

3,224,380
'1,983,858

1,7M,105

3,240,000

4,818,646

1,154,409

404,650

28,460

2,552,261

21,196,210

2,173,987

2,829,680

1,894,243

1,764,105

3,240,000

4,555,617
'1,156,824

404,650

28,459

2,629,368

19,462,557

2,487,U1

3,087,247

1,826,605

1,795,036

2,832,598

4,730,722

1,065,70S

2M,Ut

40,546,246 41,796J02

$ 3,s31,60r $ 2,281,715

1,198,549 (1,170,090)

41,380,379 415,723

$ 3,537,651 I 1,255,906

See accompanying Notes to Required Supplementary lnformation

ROMAN TORO A CO., CSP Certifed Public Accountants qnd Business Consultants
PO Box 3043 YAUCO PR 00698-3043 . IEL. (787) 856-6220 FAX: (787) 856-6233
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COI{}IO WEATH OF PUERTO RICO

MUI{ICIPALITY OF HUMACAO, PUERTO RICO

NOTES TO BUDGETARY COMPARISON SCHEDULE - GET{ERAL FUND

FOR THE FISCAL YEAR Ei{DED JU}IE 30,2OI()

NOTEA Erplanation of Differences Betvveen Budgetary lnflows and Outflows and GMP Reyenues and Expenditures

Sources/lnflows of Resources:

AclualArnounb (Budgebry Basis) 'Available br Appropriation" Irom he
Budgebry Comparison Schedule (See Page45)

Diftrence - Budgetb cAAP:

The Fund Balance athe Beginning ofYear is a budgehry resource butis nota
CurrenlYear Revenue br fnancial reporling purposes

ToEl Revenues aS Reporbd on he Sbtsrnent of Governmenbl Funds Revenues,

Expenditrres and Changes in Fund Balance (See Page 20)

Usesroutfloufs of Resources:

ActualAnnunE (Budgebry Basis) 'Tohl Charges b Approprialion' fom fie
Budgebry Comparison Schedule (See Page 45)

Difrerence - Budgetb GAAP:

Encumbrances br suppljes and equiprnenl ordered but not received are reporbd
in he year he order is placed for budgetsry reporting purposes

Payrnent of Prior Year Encumbrance

Transbrs b oher fu nds are oudows of budgebry resou rces but are nol
expendit/res br fnancial reportng purposes

ToblExpenditures as Reporbd on be Shtsment of Governrnenbl Funds Revenues,

Expenditures and Changes in Fund Balance (See Page 20)

NOTE B Explanation of Difterences BetuEen Budgetary Fund Balance and GAAP Fund Balance

Budgebry Fund Balance, June 30, 2010

Timing Difurences:

Encumbrances

Cancellalion of Prior Years Encumbrances

Paymenb of Prior Year Encumbrances

Non-BudgeEry lbms
Perpeclive Difrrences:

Due from Oher Funds notAvailable

Fund Balance, June 30,2010

General Fund

$ 44,9'18,030

(3,531,601)

$ 41,386,429

$ 41,380,379

(939,794)

176,010

(1,198,549)

$ 39,418,046

$ 3,537,651

939,794

418,658

(176,010)

1,565,591

2,828,486

$ 9,114,170

END OF THIS SECTION

ROI 4N TORO A CO., CSP Certified Public Accountants end Business Consultants
PO BOX 3043 YAUCO PR 00698-1043 . TEL. (787) S56-6220 FAX: (787) 856-6233
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CorrcxwEAtrH oF PUERTo Rtco
MuilrcrpAlrIy oF HuirAcAo, puERTo Rtco

SCHEOULE OF EXPENDIIURES OF FEDERALAWARDS

FoR THE FISCAT YEAR EiDED JUTIE 30,2OI()

FEDERAL GMNToR / PASS THRoUGH

GMNToR/ PRoGMM oR CLUSTER TlTlE

U.S. Department of Agriculture:

Pass-Through Puerto Rim Department of Educalion:

Child and Adult Care Food Program .. .................. ....................

Subtotal Child and Adult Care Food Program ...

Pass-Through USDA - Rural Development:

Water and Wasle Disposal System for Rural Communilies........

Tolal U.S. Department of Agriculture..................

U.S. Depanment of Housing and Urban Developmenl:

Community Development Block GranuEniillement
Grants (CDBG) (Cluster)......................... ...........

ARR4 - Community Developmenl Block GranuEntillement
Granls (CDBG) (Crusrer).......................... .........

Subtolal Community Development Block GranuEntitlement
Granls (CDBG) (Cluster)........... .. ....

Emergency Shelter Grants Program (ESG) .......

Housing Opportunities for Persons with AIDS (HOPWA)..............
ARRA - Homelessness Prevention and Rapid Re-Housing

Program (HPRP)..........
Seclion I Housing Choice Vouchers..... ............

Total U.S. Department of Housing and Urban Development....

U.S. Departmenl of Transportation;

Federal Transit - Capilal lnvestmenl Granls.......

U. S. Deparlment of Health and Human Servic€s:

Pass-Through Eldedy Office:

Special Programs forthe Aging - Title lll, Parl C -
Nulrilional Services.......

Pass-Through Administration for the Childhood Care and
lnlegral Development:

Child Care and oevelopment Block crant (Clusteo ...................
ARRI - Child Care and Developmenl Block Grant (Cluste0.....

Subtotal Child Care and Development Block Grant (Cluster)...

Head Slart Program (Clusler).............................

.ARR,/I - Head Start Program (Cluster) ................
Early Head Slart (Cluster)...................................

ARR4 - Early Head Start Program (Cluste0......

Subtotal Head Slarl Program (Cluste4................

Total U.S. Deparlment of Health and Human Services ............

Subtotal Expenditures of Federal
Awards (Balance Carry Forward).. .... ....................... .. .........

FEDERAL

CFDA
NUMBFR

FEDERAL

EXPENDrruREs

PAss-THRoUGH

EMflTY IDENTTFytNG

NUMBER

14.218

14.253

10.558

10.760

14.231

14.241

14.262
14.871

20.500

cc{81
ccc-249

$ 22,317

986.088

3,025.526

4.011,614

'1,567,975

321.382

1,889,357

1,646

62,893

66,040
2.014,698

4,034.634

1'10.298

67.914

176,074

11.254

187328

4,375,433
2,318,053

1ffi,747
1,307,298

74.288

8.243,819

8,499.061

16.655.607

63403$9066{046

100253R93.045

93.713
2009-10{19
2009-2010

02c H0483-006-2008

241-2010{00197
241 -201 0{001 34

02cH9909i08
02sE9909/01

93.600

93.708

93.600

93.709

ROMAN TORO & CO., CSP CertiJied Public Accountants and Business Consultants
PO BOX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (782) 856-6233
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COITIflEALTH oF PUERTo Rrco

Mui[ctpAlrry of Hu AcAo, puERro Rtco
SCHEDUTE oF EXPEI{DITURES oF FEDERAL AwARDs

FoR IHE FIscAt YEAR EIDED JUT{E 30, 2()I()

FEDEML GMl{roR / pAss THRoUGH

GMNToRi PRocRAri,! oR CLUSTER TILE

Subtotal of Expenditures ol FederalAwards
(Balance Brought Foryard) .................................

U.S. Depanment of Homeland Securityl

Pass-Through Office of the Clovemor Aulhorized
Representative:

Disaster Grants - Public Assistance (Presidentially Declared
Disasters).....................

Subtolal Disaster Grants - Public Assislance......

Homeland Seqrrity crant Program (HSGP) ......

Total U.S. Deparlmeflt of Homeland Seqirity.......

TOTAI. EXPE}IDITURES OF FEDERAT AWARDS .....................,

FEDEML

CFDA
NUMBER

FEDERAL

EXPENDrruREs

PAss-THRoucH

ENTlw IDENTIFYING

NUMBER

97.036

97.067

FEMA1247

FEMA.1798

2007€E-T7{043

$16.655.607

31,792
63.579

95,371

177.498

272.869

110,92E 426

See accompanying Notes to &hedule of Erpenditur€s of Federal Awads.

ROMAN TORO A CO., CSP Cernfied Public Accountants qnd Busitess Consultants
PO BoX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-623J
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CoilxoxrYEArrH oF PUERTo Rtco
ItluNtctpAlny oF HuMAcAo, PUERTO R|CO

NOTES TO SCHEDULE OF EXPETID]TURES OF FEDERAL ATIIARDS

FoRTHE FISCAL YEAR EtIoEo JUI{E 30,2(}I()

1. BASIS OF PRESENTATION

The acmmpanying Schedule of Expenditures of Federal Awards (the Schedule) includes tire federal grant activities of the
iiunicipality of Humacao, Puerto Rico ( unicipality). Ihe information in this Schedule is presented in accordance v,/ith
the rquirements of Office of Management and Budget (OMB) Circular A-133, Aud,ts of Sfareg Local Govemnents, and
Non-Protil Organizatiors. Because fre Schedule presents only a selected portion of the operations of Municipalily, it is not
intended to and does not present the financial posilion, or change in net assets of the Municipality.

Therefore, some amounts presented in this &hedule may differ from amounts presented in, or used in the preparation ot
the basic financial statements. The Municipality reportjng entity is defined in Note (1) (A) to the basic financial itatements.
All federal financial awards received directly ftom federal agency as well as federal financial awards passed{hrough other
govemment agencies are included on the Schedule.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Expenditures reported on the Schedule are reported on the modified accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in OMB Circular A-87, Cosl Pinciples for State and Local
Govemmenl, wherein certain types ofexpenditures are not allowable or are limited as to reimbursement.

B. Negative amounls, if any, shown on the Schedule represent adjustments or credits made in he normal course of
business to amounts reported as expenditures in prior years.

C. Pass{hrough entity identifying numbers are presented where available.

FEDERAL CFDA NUMBER

The CFDA numbers included in this Schedule are determined based on the program name, review of grant contract
information and the Office of Management and Budget's Catalogue ol Federal Domestic Assistance.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Expenditures of federal awards are reported in the Municipality's Statement of Revenues, Expenditures and Changes in
Fund Balances- Governmental Fund as follows: Head Start - $6,862,233 and Other Governmental Funds $10,053,'182.

SUBREGIPIENTS

Of the federal expenditures presented in the schedule, the l/unicipality provided federal awards to subrecipients as follows:

CFDA Amount

Community Development Block Grant - Entitlement Grant
ARRA Homelessness Prevention and Rapid Re-Housing
Program (HPRP)

14.218

14.262

$40,s27

27.294

$02.821

END OF NOTES

ROMAN TORO A CO., CSP Certifed Public Accountqnts otd Business Consultants
PO BOX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 556-6233
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REPORT ON INTERNAL CONTROL OVER FINA]iICIAL REPORTING AND OI{ COTIPLIAI{CE
AND OTHER TATTERS BASED ON AN AUDIT OF FINANCIAL STATETENTS PERFORiIED

IN ACCORDANCE WIH GOWRNilENT AUDITING SIANDARDS

Honorable Mayor and Member of the
Municipal Assembly

Municipality of Humacao, Puedo Rico

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of l,{unicipality of Humacao, Puerto Rico, as of and for the year ended June 30, 2010,
which collectively comprise the Municipality of Humacao, Puerlo Rico's basic financial statements and have issued
our report thereon dated February 7,2011. 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 Stardards, issued by the Comptroller General of the United States.

lntemal Control Over Financial Reportino

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

A deficiency in intemal conlrol exists when the design or operation of a control does not allow managemenl or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misslatements on a timely basis. A mateial weakness is a deficiency, or a combinalion of dellciencies, in internal
control such that there is a reasonable pssibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis.

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

Comoliance ard Oher lllatters

As part of obtaining reasonable assurance about whether Municipality of Humacao, Puerto Rico's financial
statements are free of material misslatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial slatement amounls. However, providing an opinion on compliance with those
provisions was nol an objective of our audit, and accordingly, we do not express such an opinion. The results of
0ur tests disclosed instances of noncompliance or other matters that are required to be reported under Govemment
Auditing Standard and which are descnbed in the accompanying schedule of findings and questioned costs as
items 2010-lll-1.
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Comoliance and Oher tlatters. (continuedl

Municipality of Humacao, Puerto Rico's response b tre findings idenfrfied in our audit is described in tre
accompanying schedule of fndings and questioned cots. We did not audit Municipality of Humacao, Puerto
Rico's response and, accordingly, we express no opinion on it.

This report is intended solely fol he infomation and use of management, Municipal Assembly, others within
he entity, and federal awarding agencies and pass-trrough entities and is not intended to be and should not
be used by anyone other tran these specified parties.

/-.]\/) , -72 ;4.F--u--- J .
/*o*H ro*o a co., csp

yauco, puerto Rico 
LI.ENSE #35 - lN F.RCE

February 7,2011

Stamp #2496033 was affixed to
he original of this report

ROMAN TORO & CO., CSP Certified Public Accountqnts and Busiless Consultants
PO BOX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233
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IT.IDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMENTS THAT COULD HAVE A
DIRECTAND MATERIAL EFFECT ON EACH TIAJoR PRoGRAIII AND oN INTERNAL coNTRoL

OVER COMPLIANCE IN ACcoRDANcE WTH oIIIB cIRcULAR A.133

Honorable Mayor and Member of the
Municipal Assembly

Municipality of Humacao, Puerto Rico

Compliance

We have audited Municipality of Humacao, Puerto Rico's compliance, with the types of compliance requirements
described in lhe OMB Arcular A-133 Compliance Supp/ement that could have a direct and malerial effect on each
of Municipality of Humacao, Puerto Rico's major federal programs for the year ended June 30, 2010. Municipality
of Humacao, Puerto Rrm's major federal programs are identilled in the summary of auditors results sectjon of the
accompanying schedule of findlngs and questioned costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responsibility of Municipality of
Humacao, Puerlo Rico's management. Our responsibility is to express an opinion on Municipality of Humacao,
Puerto Rico's compliance based on our audit.

We mnducted our audit of compliance in accordance with auditing standards generally accepted in the United
States ofAmerica; the standards applicable to financial audits contained rn Govemnent Auditing Standards, issued
by the Comptroller General of the United States; and OlvlB Circular A-133, Audrfs of States, Local Govemments.
and Non-Profrt OrganZatlons. 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 audf includes
examining, on a test basis, evidence about Municipality of Humacao, Puerto Rico's compliance with those
requirements and performing such other procedures as we considered necessary in the circumslances. We believe
that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of
Municipality of Humacao, Puerto Rico's compliance with those requirements.

ln our opinion, i,4unicipality of Humacao, Puerto Rico, complied, in all material respects, with the compliance
requirements refened to above lhat could have a direct and mateflal effect on each of its malor federal programs
for the year ended June 30, 2010. However, the €sults of our auditing procedures disclosed instances of non-
compliance with those requirements. which are required to be reported in accordance with OMB Circular A-133 and
which are described in the accompanying schedule of findings and questioned costs as item 2010-lll-1.

lntemal Control Over Compliarce

Management of Municipality of Humacao, Pue(o Rico, is responsible for establishing and maintaining effective
internal conlrol over compliance wth the requirements of laws, regulations, conkacts, and grants applicable to
federal programs. In planning and performing our audit, we considered Municipality of Humacao, Puerto Rico's
internal mntrol over compliance with the requirements that could have a direct and material effecl 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 OIrIB 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 Municipality of Humacao, Puerto Rico's inlernal control over
compliance.
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A deficiency in intemal @ntrol over compllarce exists when the design or operation of a mntrol over compliance does not
allow management or employees, in lhe normal course of performing their assigned functions, to prevent, or detect and
conect, noncompliance with a type of compliance requirement of a federal program on a timely basis, A malenal weakness
in intemal mntrol over compliance is a deficiency, or combination of deliciencies, in intemal control over mmpliance, such
that there 

.is 
a reasonable possibility that material noncompliance with a type of compliance requkement of a federal

program will not be prevenled, or detected and conected, on a timely basis.

our constderation of inlernal mntrol over compliance was for the limited purpose described in the tirst paragaph of this
section and was not designed to identify all deficiencies in internal control over mmpliance that mighi be 

-deficiencies,

signilicant deficiencies, or malerial weaknesses. We did not identify any deficiencies in internal mntiol over compliance
that we consider to be material weaknesses, as delined above. However, we identified certain deficiencies in intemal
control over compliance that we consider to be signilicant deficiency as described in the accompanying schedule of
findings and questioned msts as item 2010-lll-1. A significant deficiency in internal control over complianie ii a deficiency,
or a combination of deliciencies, in internal control over mmpliance with a type of mmpliance requiremenl of a federil
program that is less severe than a material weakness in intemal mntrol over mmpliance, yet important enough to merit
attention to those charged with govemance.

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

This report is intended solely for the rnformation and use of management, Municipal Assembly, others within the entity,
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.

';-\ ---;- '..,
1__,' /e-,-" t(o.

/n'-o'.*--
ROMAN TORO & CO,, CSP

LICENSE #35 - IN FORCE

Yauco, Puerto Rico
Febtuary 7 ,2011

Slamp #2496034 was afiixed to
the original of this repo(
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COTTIiIONWEALTH OF PUERTO RICO
iIUNICIPALITY OF HUMACAO, PUERTO RICO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2()1()

SECTION I - SUMMARY OF AUDITORS' RESULTS

Financial Statements

Type of auditor's report issued:

lnternal conlrcl over financial reporting:

. Significantdeficiencyidentified?

. Material weakness (es) identified?

Noncompliance material to financial statements noted?

Federal Av{ards

lntemal mnlrol over major programs:

. Signficant deficiency identified?

. Material weakness (es) identified?

Type of audilor's report issued on mmpliance for
[,1ajor Programs:

Any audit finding disdosed that are required lo be reporled
in accordance with Section 5'10(a)of CircularA-133?

ldentification of Maior Programs:

CFDA Number

10.558
10.760

14.218,14.253
14.871

93.600; 93.708; 93.709

Dollarthreshold used to distinguish between
Type A and Type B Programs:

Auditee qualified as lo','r-risk auditee?

E Unqualified Opinion

f] Adverse Opinion

fl ves

fl yes

fl ves

fx I ves

flves

E] Unqualilied Opinion

I Adverse Opinion

fx I yes

Name of Federal

Child and Adult Care Food Program
Water and Waste Disposal System for Rural Communities
Community Development Block Grant- Entitlement Granls (Clusteo
Seclion I - Rental Housing Choice Vouchers
Head Starl Program Cluster

$507,463

fl yes

EI{D OF SECTION

E Qualified Opinion

E Disclaimer Opinion

tr
E

E
E

[] None reported

ENo

Ero

Eruo

Eruo

None reported

No

Qualified opinion

Disclaimer Opinion

ROMAN TORO & CO.,
PO BOX 3043 YAUCO PR

CSP Certified Public Accountants and Business Consultonts
00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233
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COTIOI{WEAITH OF PUERTO RCO
IUXIGIPAUIY ()F HUXACAO, PT'ERTO RCO
SCI{E)I LE OF FllilDll{Gs A0{D CUEST|Oi|ED GOSTS {continued)
FORIHE YEAR EIIDS) JUI{E 30.2OI(t

SECIX)I{ II - FIilAI{CIAL STAIEIEXTS FiIIDII{GS

None.

Et{D OF SECIlOil

ROMAN TORO & CO., CSP Cemfied Public Accountants arrd Business Consultan*
PO BOX 304i YAUCO PR 0069&i04i . TEL. (787) 85G6220 . h4x: (787) 85662j3
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SCHEDULE OF FINDINGS AND QUESTTONED COSTS (conrinued)
FOR THE YEAR ENDED JUNE 30. 2()I()

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HUMACAO, PUERTO RICO

SECTION III - FEDERAL ATVARD FINDINGS AND QUESTIONED COSTS

2010.il.1

Type of finding: Federal award linding.
Situation: Significantdeficiency; Compliance of federal regulations
Federal Program: Child and Adult Care Food Program (10.558)
Compliance Requirements: Procurement.
PriorYea(s) Audit Finding(s): None.
Questioned Costs: None.

Condition:
The Municipality did not prepare a cost or price analysis for the bidding process when only one eligible bidder was selected
for awarding the food provision and delivery contract for the fiscal year.

Contert:
The l/unicipality annually performs the bidding process for the food provision and delivery conkacl of the Child and Adult
Care Food Program in June, in order to make the necessary preparations before the start of the program's fiscal year on
September-October. The bidding process includes general advertising in one of the state's leading newspapers assuring
widespread invitation as required by 7 CFR section 3016.60(c). We observed bid 08-09-22 held on June'15, 2009 and
awarded June 29, 2009 which covered the operations of the 2009-2010 tiscal year, and also observed bid 09-10-19 held in
June 30,2010 and awarded in August'10, 2010.

For bid 08-09-22, originally 4 mmpanies had provided bids. As part of the program's procedures, both the program's staff
and the lllunicipality's Bid Board visited each biddels facilities, as documented in a memorandum, signed by the
program's staff. 3 of the bidders were disqualified for not complying with the health and documentation requirements set
forth in the bid, namely the sanitary conditions of the spaces where the food will be stored, the conditions of the vehicles
used to transport the food to the centers, and that all legally required health and sanitation licenses and permits be valid
and in force. Additional considerations include that the contractor have some experience in providing and delivering food,
and possible past experience with the contractor, though these considerations are for the awarding process, and not for
the qualifying process. The winning bid was for 9989,975.65, significantly more than the other original bids.

For bid 09-10-19, 2 companies had provided bids, but one withdrew before the required evaluation of facilities and
documentation took place, leaving only one bidder for consideratjon. The last bidder was visited and evaluated for
compliance qualifications (also documented) and was awarded the contract for $S94,623.88.

Upon interview of program staff, they informed us that price @nsiderations are made verbally ln bid board meetings,
including past experiences with the high fluctuations in prices of food products (particularly juices and meats), and that
past bidders with relatively lower prices have arbitrarily increased prices midway through the contract and have sometimes
caused shortages in deliveries when the program opposes the increases. The bidders with higher prices tend to accept
fluctuations in prices without penalizing the program or demanding changes in contract tems.

However, such price considerations were not documented in the bid file nor any consultation with the award agency over
the lack of eligible mmpetitive bidders, only the evaluations of each bidders facilities and their compliance with the
program's sanitation and documentation requirements and the final award determination by the board.

Criaeria:
7 CFR section 3016.36 states that when procurement actions in excess of the small purchase threshold in which a bidding
process culminates with one single bidder because of inadequate competition sources (7CFR3016.36(c)(a)(i)(D)), the
lvlunicipality should prepare'a cost analysis, i.e., verifying the proposed cost data, the projeclons of the data, and the
evaluation of the specific elements of msts and profits... "(7cFR3016.36(cXaXii)), and may be required to inform "the
proposed procurement to the awarding agency for pre-award review in accordance with paragraph (g) of this section."
(7CFR301 6.36(c)(a)(iii)).

ROIL4N TORO & CO., CSP Certified Public Accountunrs and Business Consultants 56
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COIII]IIONWEALTH OF PUERTO RICO
MUNICIPALITY OF HUMACAO, PUERTO RICO
SCHEDULE OF FINDINGS AND QUESTtOIiED COSTS (conrinued)
FOR THE YEAR ENDED JUNE 30, 2()1()

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

2010lll-,l. continued

Cause:
The Municipality's Bid Board considered the state and local regulations permitting the selection of one bidder if all others
were deemed ineligible and provided all required documentation to mmply with these standards, but did not consider
documenting an analysis of prices, costs, and benefits to justify the lac* of extending the bid process or obtaining pass-
through award agency approval as required by federal regulations.

Effect:
The Municipality's procurement action ended with one eligible bidder and, while the documentation which caused the
disqualification of the other bidders 'rvas adequate, it did not include all the documentation required for selecting the last
remaining bidder.

Au d ito/ s R e co m n e n d atio n :
Because this procurement action is the most important of the Child and Adult Care Food Program of the Municipality, we
remmmend that the documentation normally required for bids where all other bidders are disqualified be expanded to
include the required cost and price analysis required by federal regulations, preemptive mnsultjng with the awaid agency,
adding photos of the bidder facilities visited, and performing the bid process earlier in order to better anticipaae any
limitations on competitive bidding sources.

Views of responsible oflicials and conective actions:
We evaluated the situations and the recommendations presented by the auditor in its repo(. To conecl this situation uie
have instructed our Bid Board to maintain he documentation required by federal regulations, and to make the required
analysis of prices and costs in the case that only a single bidder was eligible to be selected. ln addition, to maintain the
necessary documents such as consullations to the federal agency on fulfillment with their dispositions, photos of the
facilities ofthe bidders that are visited, and he reasons or justifications to disqualified any other bidder that do not fulfll the
bid requirements.

END OF SECTION

ROMAN TORO & CO., CSP Certified Public Accountants oncl Business Consultants
POBOX3043 YAUCO PR 0069&3043 . TEL. (787) 556-6220 FAX: (787) 556-62J3
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r+r CertifiedPublicAccountants
L-/ Honesty - Integrity - Experience

Members of
American lnstitute of Cenified publicAccounrants

and PR Society ofCertified Public Accountants
Jos€ D. Rom6n Toro, CPA, President
Website:www.cparomantorc.com

PO Box 3043
Yauc, PR 0069E-3043

T€1. (787) 856-6220
Fax (787) 856-6233

7 de febrero de 201 1

Hon. Alcalde
Municipio de Humacao
Humacao, Puerto Rico

Realizamos una auditoria, que incluy6 la realizaci6n de aquellos procedimientos

que consideramos necesarios, para expresar una opini6n sobre el cumplimiento del

Municipio con las recomendaciones del contralor y la correcci6n de las fallas seflaladas

en los Informes de Auditoria M-10-23 d,el24 de noviembre de 2009 y M-10-32 del 9 de

diciembre de 2009. La misma se efectu6 a base de las disposiciones que se establecen

en los articulos 7.010 y 8.016 de la Ley Nr[m. 81 del 30 de agosto de 1991, Ley de

Municipios Aut6nomos del Estado Libre Asociado de puerto Rico de 1991, segrin

enmendada (Ley Nrim. 81).

BASE LEGAL

El 25 de marzo de 2010 el Municipio conhat6 los servicios de esta firma par a rcalizar la

auditoria de sus estados financieros de acuerdo con 1os requisitos del Single Audit Act y

a tenor con la Ley N{m, 81 y el Reglamento Revisado sobre Normas Bisicas para los

Municipios de Puerto Rico. Este fue aprobado por el Comisionado de Asuntos

Municipales el 30 dejunio de 1995 y comenz6 a regir el 31 de julio de 1995.



ALCAI\CE Y METODOLOGIA

La auditoria cubri6 del I de julio de 2009 al 30 tle junio de 2010. El examen se realiz6

de acuerdo con las normas de auditoria generalmente aceptadas promulgadas en las

Normas de Auditoria Gubernamental emitidas por el contralor General de los

Estados unidos, el Manual de Normas de Auditoria del contralor de Puerto Rico y

el Instituto Americano de contadores Priblicos Autorizados en lo que concieme al

cumplimiorto con las recomendaciones y la correcci6n de las fallas sefialadas en los

Informes de Auditoria M-10-23 del 24 de noviembre de 2009 y M-10-32 del 9 de

diciembre ile 2009. Efectuamos las pruebas que consideramos necesarias de acuerdo

con las circunstancias. Aderni{s, como parte de nuestro examen, asistimos el 14 de

octubre de 2010 a la orientaci6n ofrecida por la Oficina del Contralor sobre el

cumplimiento con las recomendaciones del Contralor y la correcci6n de las fallas

seflaladas en los lnformes de Auditoria M-10-23 del 24 de noviembre de 2009 y M-10-

32 del 9 de diciembre de 2009'

INFORME DE LOS AUDITORES INDEPENDIENTES

Hernos examinado el cumplimiento del Municipio de Humacao con las recomendaciones

del Conhalor de Puerto Rico emitidas en sus informes M-10-23 del 24 de noviembre de

2009 y M-10-32 del 9 de diciembre de 2009. La gerencia es responsable de que el

Municipio de Humacao cumpla con estas recomendaciones. Nuestra responsabilidad es

la de expresar una opini6n sobre el cumplimiento del Municipio de Humacao basado en

nuestro examen.

Nuestro examen fue realizado de acuerdo a las normas de atestaci6n promulgadas por el

Instituto Americano de Contadores Priblicos Autorizados y, por 1o tanto' incluy6

examinar, a base de pruebas, evidencia acerca del cumplimiento del Municipio de

Humacao con las recomendaciones mencionadas en el primer piirrafo y la realizaci6n de

cualquier oho procedimiento que consideramos necesario segrin las circunstancias.

NOsotros Creemos que nuestro exirmen provee una base razonable para nuesta opini6n.

Nuestra opini6n no representa una base legal para determinar el cumplimiento del

Municipio de Humacao con las recomendaciones que se especifican en el primer piirrafo.

ROMAN TORO & CO., CSP CertiJied Public Accountants and Business Consuln s

POBOX3043 YAUCO PR 00698-3043 ' TEL. (787) 856-6220 FAX: (787) 856-6233



Nuestro examen revel6 las areas de no cumplimiento con las recomendaciones del
contralor de Puerto Rico emitidas en sus informes M-r0-23 del 24 de noviembre de
2009 y M-10-32 iIeI 9 de diciembre de 2009 que se incluyen en.el anejo de
recomendaciones no cumplimentadas y parciarmente cumplimentaias que s" u"o-punu,
para el aflo terminado el 3 0 de junio de 20 I 0

En nuesha opini6n, excepto por las iireas de no cumplimiento sefialadas en el anejo al que
hace referencia el tercer p6rrafo, el Municipio de Humacao cumpri6, en todos los
aspectos materiales, con las recomendaciones que se especifican en el primer piirrafo,
para el affo terminado el 30 dejunio de 2010.

Este informe es emitido para conocimiento y uso exclusivo de la oficina del contralor de
Puerto Rico y del Municipio de Humacao en relaci6n al cumplimiento con los Articulos
7-010 y 8'016 de la Ley de M,nicipios Aut6nomos del Estado Libre Asociado de puerto
Rico y no debe ser utilizado para ningrin otro prop6sito.

CARTAS A LA GERENCIA

Los hallazgos de este informe se sometieron al Alcalde, Hon. Marcelo Trujillo panisse,
para comortarios.

COMENTARIOS DE LA GERENCIA

Las situaciones presentadas en los Hallazgos de los lnformes M-10-23 y M-10-32
considerados Parcialmente cumplimentados y los No cumplimentados actualmente estrin
siendo evaluadas por los auditores de la oficina del contralor durante el proceso de
auditoria que llevan a cabo en nuesho Municipio. No obstante, estaremos dando
seguimiento a las acciones correctivas de 1os hallazgos que se presenten relacionados con
estos informes y a aquellas situaciones que se incluyan en las cartas que nos envien los
auditores.

ROM,4N TORO & CO., CSP Certified public Accountants and Business Consultants
Po BOx 3043 yAUCO PR 0069s-3043 . TEL. (782) 856-6220 FAX: (787) 8s6_6233
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