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INDEPENOENT AUDITORS' NEPORT

To the Honorable Mayor and
Municipal Legislature

Municipalily of Isabela
lsabela, Puerto Rico

We havo audited th6 accompanying financial statemenls of the governmental activjties, each
major fund and the aggregate remaining fund information of lhe Municipality of lsabela, as oI
and for the year ended Jun€ 30,2010, which collectively comprise the Municipality,s basic
financial statements, as listed in the table of contents. These financial siatements are the
responsibility ol the Municipality's management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audil in accordance with auditing standards generally accepted in the United
Siates o, America and the standards applicable to financial audits contained in Government
Auditing Standatus, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disctosures in th€ financial statements. An aldit
also includes assessing th6 accounting princjples used and signfficant estimates made by
management, as well as evaluating the overall financial statement presentation. We betiev;
that our audit provides a reasonable basis for our opinions.

ln our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund inlormation ol the Municipality of tsabela as ol June 30, 2010, and the
respective changes in linancial position, for the tjscal year then ended in conformity with
accounting principles generally accepted in the Unit€d States ol America.

ln accordance wilh Covernment Auditing Standatds, w6 have also issued our report dated
Decembet 27, 2010 on our consideration ot the i,Iunicipatity,s internat control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
and grants agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over ,inancial reporting and compliance and the results ol that
testing, and not to provido an opinion on the internal control over financiat reporting or on
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compliance. That report is an integral part ol an audit pertormed in accordance wilh
Covemment Auditing Stardards and important lor assessing th6 results ol our audit.

Accounting principles generally accepted jn the United Slates ol America requirg that the
management's discussion and analysis on pages 3 through 15 and budgetary comparison
informalion on pages 56 through 57 be presented to supplemenl th€ basic f-inanciat staiement.
Such information, although not a pan of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of fin;ncial
reporting lor placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplemeniary
information in accordance with auditing standards generaly accepted in the uniteal states of
America, which consisted ot inquiries of management about the methods ot preparing the
inrormation and comparing the information lor consistency with management,s responses to our
inquiries, the basic financial statements, and other knowledge we obtain during our audit ol the
basic linancial statements. We do not express an opinion or provide any assurance on the
inrormation because the limited procedures do not provide us with suffjcient evidence to express
opinion or provide any assurance.

Our audit was conducted lor the purpose ol forming opinions on the tinancial statements that
collectively comprise the lrunicipality's basic linancial statements as a whole. The
accompanying supplemenlary information shown on pages 62 to 65 is presented for purposes
ol additional analysis as required by the Consolidated Audit Guid€ for Audits ol HUD programs
issued by the U.S. Department ot Housing and Urban Devetopment, Olfice of the lns,ector
General, and is not required part ol the financial statements. The accompanying schedute ol
expenditures of lederal awards is presented for purposes of additional analysis ai required by
U. S. Otlice of Management and Budget Circular A-193, Audits ol States, Local Gove,rnmenti,
and Non-Profit Oeanl2atlons, and is not a required part ol the basic linanciat statements. Such
inlormation is the responsibility ot management and was derived from and relates direcfly to the
underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certaan additional procedures, inctuding comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to ihe linancial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States o, America. tn our
opinion, the information is lairly stated, in a material respects, in retation to the financiat
statements as a whole.

San Juan. Puerto Rico
Oecernbet 27, 2010 !fi',-i?i,u, A 4
The stamp 2586327 w
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COMMON\YE.ALTH OF PUERTO RICO
NIUNICIPALITY OF ISABELA

MANACEMENT'S DISCUSSION AND ANALYSIS

Fiscal year end€d June 30, 2010

The following discussion will provide an overview ofthe Municipality's financial activities for rhe fiscal year ended
June 30' 2010 through an analysis of the financial performance of the Municipatiry of tsabela. please read it in
conjunction with the financial sratements, which follow rhh section.

FINANCIAL HIGHLIGHTS

Highlights for Govemment-wide Fitratrciat Stst€m€nrs

The govemment wide financiar staremenrs repon informarion about rhe Municiparity as a whole using rhe economic
resources measuremeot focus fid accrual basis of accountiflg:

. The assets ofthe Municipality. on a govemrnent-wide basis, exceeded i1s liabilities ar rhe close olfiscat vear
.2010 b, $64.353.1eJ r ner a\\er\/.

. Unrestricted nei assets amounr to $5.675.543 in comparison ro S4,881,867 on fiscal year 2009.. Revenue! increased by 5.99% and expenses increased I 2% in comparison wifi tiscat year 2009.. Net change in net assers amo unred !o $5.56.4.26 I , a decrease of I 5 % with respecr to prior yeais ner change,

Highlights for Fund Financial Stltementr

Detailed informatio. abour the Municipality's most significant funds is found in the funds financial staremenrs.
which use the current financial resources measurement focus and modified accrual bajis ofac€ounting:

. A net change of $3.522,663 in the fund balances of rhe Municipatity.s governmental funds resutted in toral
ending fund balances of $35,409,934 in rhe fiscal year 2010. Approximatety 46% of the total fund batances is

. For *le fiscal ye,I 2010 the General Fund reported an excess of revenues and other fiaancing sources over
expenditures and other tinancing uses of $858,210 and an unreserved fund balance of $16,353.532.
Unre\erved fund brlance increa\ed 4% fiom prior ]ear.

G€neral Financial Highlights

The investment in capital assets as ofJune 30. 2010 was 948.026.690 (ner ofdepreciation).
l-ong-term debt increased to $21,868,401.
On a budgetary basis. actual relenues exceeded actual expenditures by $1.704,6 t6.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABELA

MANACEMENT'S DISCUSSION AND ANALYSIS

Filcal year end€d June 30,2010

OYERVIEW OF THE FINANCIAL STATEMENTS

The MuDicipality's finmcial repoit comprises four componentsi (l) m&agement's discussion and analysis
(presented here), (2) basic financial statements (3) rcquired supplementary information and (4) supplementary
iDformaiion.

The Municipality's basic financial statements consist oftwo kinds of stat€ments, each with a different view of lhe
Municipalily's finances. The govemmentwide financial statements provide both long-t€rm and short-term
information about the Municipality's overall financial status. The firnd financial sratements focus on major aspects
ofthe Municipality's opemtions, reporting those operations in more detail tha, the govemment-wide statementsi

Basic Financirl Slatements

. Govemmentw.le Flnmcial Sta,e e ts

The govemm€nt-wide statements report information about the Municipality as a whole using accounting
methods similar to those used by private-sector businesses. Ttey are prepared using the flow of economic
resources measurement focus and the accrual bash ofaccounting. The first govemmentwide slatement - the
statement of n€t assets - presents information on all of the Municipality's assets and liabilities, with ihe
difference between the two repored as nei ass€ts. Over time, increases or deueases in the Municipality's net
assets are an indicator ofwhether its financial h€alth is improving or deteriorating. Other non-financial facton
such as the condition of the Municipality's capital assets may need to b€ considered to assess th€ overall
health ofthe Municipality. The second stat€ment - the statement of activities - presents informalion showing
how the net assets changed dudng the y€ar. A1l ofthe current year's revenu€s and expenses are taken inio
accout in th€ statement ofactivities regardless ofwhen cash is received or paid.
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COMMONWEALTH OE PUERTO RICO
MUNICIPAI,ITY OF ISABEI-A

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal ye8r ended Jun€ 30, 2010

The government-wide statements reports as governmental activilies the Municipaliry's basic services such as
public works and sanitrtion, public safety. culture and recreation, housing, welfare. and community
development, education and gefleral administration. These activities are primarily financed through property
taxes, other local taxes and intergovemmental revenues. lncluded in the govemmental activities are ihe
governmertal funds.

F und F htncial State ne ds

The fund financial statements provide more detailed iflformation about the Municipaliry's most significant
fund!. Funds are accourting devices that the Municipality uses 1o keep lrrck of specific sources of funding
and spending for panicular purposes. Some funds are required by Federrl and Comnonweaifi regulations, as

well as by bond coveflants.

Th€ Municipality's basic serv;ces are included in governmental funds. which are used to account for
essentially the lame functions reponed as governmental activities in the government-wide statemenls.
However, unlike the government-wide statements, the governmental funds are prepared usiflg Ihe tlow of
cuffent financial resources measurement focus and the modified accrual basis of ac€ounling. Under lhis
approach ihe financial statemeflts focus on near-term intlows and outflows ofexternal resources, as well as on
balances of expendable resources available at year end. Consequently. the governmenlal fund statemeats
provide a detailed short-term view that helps the reader der€rmine wherher rhere are more or fewer financial
resources thai can be spent in lhe near future lo finance the Muflicipality s programs. Because this
;nformation does not encompass the additional long-ierm fbcus of lhe govemment-wide statements.
ndditional information is prolided on a subsequenl page ihat explains the relalionship (or difference,
between the government-wide and fund statements.

The governmental fund state ents locus on major funds. The Municipality's major funds are the general fund
(which accounts for the main operating rciivities ofthe Municipalily) and funds thatcomply with a minimum
criterion (percenrage of the assets, liabilities, revenues or expeoditures). Funds thal do not comply with this

criterion are grouped and presented ir a single column as other governmental funds-

. Notes tofin&ncial statements

The basic financial statements also include notes to explain informrtion in the financial statements and
provide more detailed data.

Required supplem€nhry infomalion

The statements and notes are followed by the required lupplementlry information
comparison schedule for the General Fund.

SuppleDentrry infornition

The supplemenury informalion includes a financial data schedule conlaining financial
Housing Choice VoucherProgram administered by the Municipality.

lhat contains rhe budseiarv

information of the Section 8
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABELA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal yer ended June 30, 2010

FINANCIAL ANALYSIS OF IIIE MUNICIPALITY AS A WHOLE

Net A$etJ

The following table presents a summaD/ ofthe Statemen6 ofNet Assets as ofJune 30,2010 and 2009:

TABLE 1

Governmental Activiti€s
2010 2009 (as

A$ets
Current and other assets

capital assets

Totsl assets

Liabilities
Cunent and other liabilities
I-ng tern liabilities

Toral liabilities

Invested in capital assets, net ofrelated debt
Resficted
Uffestricied (deficit)

Tot l net ass€ts

s 42,545,067
48,026,690

-$ ____n,ells1

$ 4,349,961
21,868403
26.218,3U

39465,266
19,212,584
5,615,543

_$-____-64l!,123

39,133,826

81

4,7 71,411
18.417
8,18a.775

I

38,602,834
15,304,431

881.867
58.789.132

Net assets (assets ov€r liabilities) may serve over time as a useful indicator ofa govemment's financial position. Net

- assets for the year increased 9% with resp€ct to prior year.

The laryest portion of the Mmicipality's net assets reflects its invesment in capital assets (€.g., land, buildings,
equipment, and infi'astructuro); less accumulated deFeciation and less any related outstanding debt used to acquire

- those assets. Th€ Municipality uses these assets to provide services to iis citizens and, consequettly, these assets are

not available for future spending. The resoucos needed to repay the debt rclated to these capital asseb must be
provided from other sources, because capital assets are not genemlly liquidated for the purpose ofrctiring debt.

Restricted net assets represent rcsouces that are subj€ct to extemal restrictions on how they may be used.

Unrestricted net assets arc ihe part of the net ass€ts that car be used to financ€ day-to-day operations without
- constmins established by debt covenants, enabling legislation or other legal requircments. As ofJune 30, 2010 the

Municipality presented a $5,675,543 suelus due to positiv€ net change in net assets results for the year then ended.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT ISABELA

MANAGEMENT'S DISCUSSION AND ANALYSTS

Fiscal year ended June30,2010

Chang$ in net assets

The follo*ing table summarizes the changes in net assets for the years ended June 30, 2010 and 2009:

TABLE 2

Governmental Activities
20r0 2009 (as r€slated

Feer fines ard charges for servic€s
Opemlina Sranrs md contributions
Capital grets md contributions

Municipal licmse td6

Cmnls and contribudons not reshicred to specific

Oih€r

Public works and sitatior

Culture ud recrearion
Health
HousinS, welfare md communiry developme

I erest on long term debt

Ch.nse in n.t.s!.t!
N€i rwt$be8itrtritrg of yeir
Net r$et!-ed ofyerr

9,959,645
5,t 13,603
|, 145.766
t,275.873
l,llt,460
2.942.614
t.342,927

174,932

6,590,673
2.666.982
5,328,876

5.038.888
2.570.979-
2.E6E.357 \

\967,47t
261.006
357-449

6.142.349
2.271.805
4.298.499

4,823.579
2_512_534

2.E14-913

5,005,790
508,637
.178-.1.10

2E.9t9.566

9.39E.651
3.598.r73
I,l2'1.283
1.215.912
2.80J.578
2,7t5.396
1.184,E36

327-439

22.368.270

6.551.2965.564.261
5E.789.t32

$ 64,353,393
1

58.789.132
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COMMONWf,ALTH OF PUf,RTO RICO
MUNICIPALITY OF ISABILA

MANACEMENT'S DISCUSSION AND ANALYSIS

Fiscal y€ar ended June 30,2010

FIGURE I
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Approximately 22% ofthe Municipality's revenues came fiom fees and charges for services, 17% lrom capilal
grants, 16% liom property taxes and 16% fiom unresrricted gmnts. The Municipaliry's expenses cov€r a mnge of
services. The largest expenses are geneml govemmenr representing approximately 40%, public works and sanilalion
with 20%, health and housing, welfare and communiry development with 12% each. program revenues of the
Municipality covered 58% of total expenses.

With respect to prior year, revenues reported a net increase ofapproximately 5.99%. This ne1 increase is primarily
the result of: (l) a 24% increase in capital grants due to 51.533,589 in Cornmonwealth's srimulus plan funds
received liom the P.R. lnllastructure Financing Authority and a $1,428,000 awarded by the P.R. Department of
Tmnsportalion for the completion ofthe downrown electrical i.frastruclure project; (2) a l7% increase in op€rating
grants due to the additional federal funds received under (he American Reinvestmenr and Recovery A€t (..ARRA,,),
including $212,356 for the Headstart ARRA, Early Headslan and Headstarl Expansion programs; (l) a 7% increase
in fees, fines and charges for services due to an increase of 15% in the compensation in lieu oftaxes received from
the P.R. Electric Power Aurhority (P.R.E.P.A.); (4) a 4% increase in propeny taxes due to a 25% increase in the
prope(y tax collecled by the Municipality's debt service tund (CAE); (5) 49olo decrease in interest revenue due to a
significant decline in the interest rates eamed on the cenificar€s ofdeposit; and (6) finally, a 25% decrease in other
r€venue due to 52% decrease in donared fixed assets received by the Munjcipaliry.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY O[ ISABELA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal vear ended Juoe 30. 2010

FIGURf 2
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Expenses increased 12% in comparison with 2009 year. Significant increases were regisrer€d on public works with
42%, education with l3%, health with l2%, housing, welfare and community developmenl wilh 8% and general
govemment with 6%, which were partially offset by a 47% decrease the interesr paid on long ierm debr. The
increases in lhose firnctions were caused mainly by a 18% increase in rhe salaries and employee benefirs paid to the
employees of the public works and sanitation departments; a 168% increase in the noncapital road maintenance
costs incuned during fiscal year 2010; a 2670 increase in the Headstart program expenses du€ to the additional
ARRA funds received by the Municipality, including Early Headslari and Headslart Expansion; a l3% increase jn
the expenses incuned by the CIMA health facility; and the implenenration ofthe Honelessness prevention and
Rapid Re-housing progam and other ARXA welfare grants received by the Municipality during rhe 6scat year.

As noted previously, the mi.imal increase in rev€nues and the sisnificant increase in expenses caused a decrease of
l5% in the net change in net assers wilh respect to prior fiscal year net change.
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Fiscal year ended June 30, 2010

The following table focuses on the cost ofeach ofthe Municipality's largesr progmms as well as each program's net
cost (total cost less fees genemted by the programs and program specifi€ intergovemmental aid):

TABLE 3

COMMONWEALTH OT PUERTO RICO
MUNICIPALITY OF ISABELA

MANACf,MENT'S DISCUSSION ANDANALYSIS

Tot l Cost ofseFices

2010
2009 (rs

2010
2009 (as

Public softs ad sitation

Housing wlfd€ d

9.959,645
5.113,603
I,145,766
t.215.413

l,l:l1,,160

2.942,614
|,342.921

174.932

9.398,653
1.598.t73
1.124,281
t,2t5.9t2
2.803.5?8

5.115.531
411.779

1,075,996
t.261.62
r.081,779

1.062407
3 r0,253

d868,638
663,867
9t8.456
738,004

695.848

1.003,131

431.234
2,715.396
1.184,816

127.439 r7.r.912 327.4]9
$ l0 i00 239 t th5)hr7

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

Some of the cost of govemmental activiaies was paid by those who directly benefited fiom th€ programs
($6,590,673) and olher govemments and organizations that subsidized certain programs with granls and
contributions ($7,995,858). The S10,500,289 n€t cosr of s€rvices was fully covered by orher general revenues
including taxes and other gants and contributions not restricted to specific programs.

Govcrnmental funds

The focus ofthe Municipaliry's govemmental funds is to provide information on neaFlerm jnflows, outflows and
balances of resources available for spending. Such information is useftl in assessing the Municipaiity's financing
requhements. In padicular, unreserved fund balance may serve as a useful measwe ofa Municipality's n€t resources
available al the end ofa fiscal year- For the fiscal year ended June 10, 2010, the govemmental funds reported ending
tund balances of S35,409,934, a net increase of $3.522,663 in comparison with the prior y€ar. This increase was
caused primarily by a net change in the Community Development Block Gmnt Program of$1,979,294, $1,445,790
in the debt service tund. S1,305,212 in the Commonwealth Legislature Resolutions and ($1,894,253) in olher
govemmental tunds. Of the total firnd balances, S16,181,942 (4670) constitutes an unreserved tund balance. Tbe
remainder ofthe fund balance is rcserved to indicate that it is not available for new spending.

t0



COMMONWEALTH OT PUERTO RICO
MUNICIPALITY OF ISABELA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscat year end€d June 30 2010

The general fund h the operaring fund of the Municipaliry. For the year ended June 30,2010. rhe fund balance of rhe
general fund increased by $858,210 when compared wirh rhe prior year. Of rhis ne( change. $269,527 periains to
special funds included as part of the general fund. The principal cornponents of the net aecrease of $159,2:19 in
revenues are a $107,698 decrease in prope.ry raxes: an increase of $306,67t in i ergovemmentat revenuei a
decrease of $277,48? in fees, fines and charges for services; and a $75.198 decrease in interesr. The decrease in
property taxes is mainly due to a decrease of $210.77t in the property taxes co ected from prior years. The
significant increase in intergovemmenol revenue is ihe resultofa 22q, increase in rhe compensarion in Iieu of taxes
received from P.R.E.P.A. The decrease in fees. fines and charges tbr services is rhe resutt of an $l12,538 decrease in
construciion permits and a $214.547 decrease in the revenues generated by the CIMA healah facitity.

The nel;ncreale in expenditures of$805,672 is due to a decrease of$386,85j in general govemmenri an increase of
$719,027 ;n public worksi a $309.629 increase in healrhl rn gl?9,1:19 increase in housing, welfare and communiry
developmenl and a decrease of $67,205 in capitat oudays. The significant decrease in general government is rh;
resuh of a $156.125 decrease in rhe grants received tiom the P.R. Depannent of t-abor under the t-aw No_ 52 and
Law No. 82 payroll reimbursement programs and a 6t% decrease in rhe expendirures of several designared funds
created fbr various miscellaneous projects. The increase in public works is the result ofan l8S. i rease in the
salaries and employee b€nefits paid to rhe employees of the public works and sanitalion depanmenrs and a $398.t94
increase io the non€apital road mainrenance costs incurred during 2009-2010. The increase in heatth is due ro a
$282,643 increase in the expendirures incurred by rhe CIMA heahh facility. Finaly, the increase in hous;ng, welfare
and community development is the result of an increase of $92,426 in the donalions givefl by the Municipatiry
during the year.

GENERAL FI,IND BUDGETARY HIGHLIGHTS

The general fund original budger for the fiscal period 2010 presented a decrease of 2q. with respect to prior fiscat
year budget. Amendments to the original budger are approved by the Munic;pat Legistarure. During rhe tiscal year
2010. budget revenues were increased by $1.396.515 due ro additional collecrions of properry tax. sates and use
laxes, charges for services (mainly consrrucrion permits), municipal ticense tax and other revenue. However, budget
lransfers-out were :flcreased by the same nmount, Actual revenues exceeded the revised budgeted revenues by
$1,735.353 (net). The most significaflt variances were in properry taxes, $568.444; sales and use taxes. g3?6,563i
intergovernmental revenue, $605. l5l I and other, 993.939.

A negative variance of $,13,413 between revised budger and acrual expendilures was due mainly to ner negarive
variance in general government of $274,735, which was offset by the ner positive variance in the foltowing
functions: $62.195 in public works and saniiation; g67.963 in public saferyi and $7t,021 in housing. wetfhre and
community development expenditures. The adual eleclric service charges incuned by the Municipaliry exceeded by
$605,151 (31.75./.) the budgeted amounrs resulting in the negatile variance in the generat governmeot function. O;
lhe other hand. the Municipality reporred less expenditure (net) than appropriations in the public works and
sanilalion, public safety and housing, welfare and community developmenr tunctions on payments for sataries and
fiinge benefits. Aclurl revenues exceeded acrual expeodirures by $ t.7M.616.
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COMMONWIALTH OF PUERTO RICO
MUNTCIPALITY OF ISABILA

MANAGf, MENT'S DISCUSSION AND ANALYSIS

Fiscal y€ar ended June30,2010

- CAPITAL ASSET AND Df,BT ADMINISTRATION

Crpit.l asscts

- At the end ofthe fiscal ye6r, the Municipality has invested $48,026,690 (net ofaccumulared depreciation) in a broad
range of capital assets, including buildings, parks, roads, bridges, land and equipment. This amouf represents a net

_ 
increas€ ofapproximately 14% over the prior year.

TABLE 4

Covernmental Aclivities
2010

Non-depreciable asserc:
Land
Construction in progress

Depreciable assets:
Land improvem€nts
Leasehold imFovements
Buildings and buildings improvements
Infi'astruclure
Vehicles, machinery and equipment
Tolal

$ 4.247 3a9
s.291,655

81,179
323,633

18,471,8s7
14,759,095
4,845,882

$ 48,026,690

2009 (3s restated)

s 4,127,389
6,298,t21

I4,186
345,621

16,125, r08
I1,570,218
4,363,432

_9_____r2,sgg!

- The Municipality's major capital projects that were still in construction as of June 30, 20 l0 are as follows:

. Construcrion of Youth Sport and Educational Center - $2,385,3 74

. Improvements torhe downtown electrical infrastmcnre - $2,138,039
Construction of"Parque LinealZona Coslera" Phase II- $389,904

Construction in progress decreased due to the completion ofcertain construction projects such as renovation of City

- Hall, "Parque Lineal Zona Costera" Phase I and lhe improvements to the recreational facilities ofthe "Parcel&s
Llanadas" for a total amount ofM,903,468. However, these retirements were offset by the significanr costs incurred
in the "Paseo Lineal" Phase I and II and Youth Center projects, whose total additions for fiscal year 2010 amounled

_ to 53,47 7.164.

The Municipality reported apFoximately $3,605,303 in infrastructure additions during the year, which ar€
composed mainly of capiial improvements.

The Municipality acquired a total of $1,306,375 of equjpment during the fiscal year 2010, i.cluding one asphalt
pavet three hlcks, two ambulances and one towing platform for a total amount of $725,855 financed with th€
proceeds of the $1,325,000 general obligation nore. Also, addiions include $282,5t1 relaled to tumiture and

- fixtures acquired for the renovat€d City Hall.

12



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABELA

MANAGEMENT'S DTSCUSSION AND ANALYSIS

Fiscal year ended June30,2010

The Municipality's fiscal year 201I consolidaled capital budget calls for a significanl amount of new and continuous
projects including the completion ofPhase Il and Ill ofthe "Parque Lineal Zona Costem" project, construction ofa
new Youth Sport and Educational Cent€r, improvements to the downtown electrical infiastructure, commencement
ofthe first "green" construction project to be localed in the "San Antonio de la Tuna" sector which will includ€ the
use of solar energy and recycling of waler, construction of a oew centralized emergency managemenl c€nter,
construction ol recreational facilities in the 'Urb. Isla Azul," and the creation of a "poblado" in the Planas
Community. These projects will be financed thrcugh Federal and Commonwealrh grants, funds from the
Commonwealth Legislatue, general obligation bonds and Municipal tunds.

Capital assets composition as ofJune 30, 2010 follows:

FIGURE 3

More deta;led iDfomation about the Municipality's capital assels is presenled in Nole F to tle financial statements.
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Fiscal ycar ended Jone30,2010

- Long term debt

At year-end, the Municipality had Error! No document vsriable supplied. in gen€ral and sp€cial bonds and not€s,
a decrease of4% with resp€ct to prior year. The following is a summary ofthe Municipality's outstarding debr as of

- June 30,2010 and 2009:

TABLf, 5

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABf,LA

MANAGf, MENT'S DISCUSSION AND ANALYSIS

Governmentrl Activities
2010 2009

General and special obligation bonds and notes
Note payable to CRIM - LIMS
Note Payable to CRIM prior years delinquent

Note payable to Puerto Rico Solid Wasle
Aulhority
Note payabl€ to Puerto Rico Treasury
Departnent
Note payable to PR Employee Retiremenl
System Administration
Note payable-Section I 08 Loan Guarantee
Landfill obligation
Compensated absences
Ckistmas Bonus
Claims andjudgments
Payable to CRIM property tax advances
Payable to PREPA

$ 8,387,024
98,530

63,368
61,t26

160,617

4,581,000
4,58r,315
2,934.663

413.223

45,490
542,047

_q______2r.!!!t!3

8,7 79,024
r59,564

66,248
98,545

3 t 3,416

59,1l0
1,200,000
4,319,525
2,692;772

401,898
3,000

49,056
275.186

t8.417,344

The increase in the note payable-Section 108 Loan Guarantee is the result ofthe issuance ofa S3,650,000 advance
during fiscal year 2010. In addition, the increase in the noles payable to PREPA is rhe result of an excess of the

- annualenergy chary€s incurred by the Municipalily overthe contribution in lieu oftaxes ("CELI") for the fiscalyear
2009, which was recorded both a long (erm debt and ar account receivable from the agency. More delailed
information about th€ Municipality's Iong term liabilities is presented in Note H lo the financial statemenrs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABELA

MANAGEMENI'S DISCUSSION AND ANALYSIS

Fiscrl yeII €nd€d June 30, mlo

ECONOMIC FACTORS AND NEXT YEAR'S BI]DGET

The Municipality's selecled and appointed ofiicials considered many factoc when sefting lhe fiscal year 20t I
budget. One of these factors is the economy. Among economic areas considered are the poputarion growth
estimates. personal income, housing statistics and unemployment rates. The Municipality's unemptoymenr rare now
stands at 17.8%, which compares wirh the Commonwealth rate of 16.67..

The Municipality applied a conlervative approach in development budget estimares. Amount available tbr
appropriatioN in the General Fund for the fiscal year 201I rotat $16,2?6,205, an increase of approximarely l0%
with respect lo prior fiscal year estimates. Budgered expendirures are expected to be reduced accordingly to the
decrease of budgeted revenues. In addirion to the estimared budget for lhe general fund, the Municipaliry has
submitted Federal and Commonwealth funds proposals for welfare and community devetopmenr as we as for
capital improvements and public works funds.

CONTACTING THE MUMCIPALITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our cirizens, taxpayers, and creditors with a general overv;ew of the
Municipality's finances and to demoostrate the Municipaliay's accountabitity for rhe money it receives. Ifyou have
questions about this repon or need additional informatio., contacr the Municipaliry's Director ofFinance ar pO Box
507, Isabela. Puerto Rico 00602.
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CONIMONIVEALTII OF PUERTO RICO
}TUNTCIPALITY OF ISABELA

STATE]\IENT OF NET ASSETS
JUNE 30.20ro

.\clivill€s
ASSETS

Cash and in!'esrmenN

Municiprll Licensc Tries
Salcs and usc raxes (not. L)
Other (oorc C)

Common*ealrh covemm€nt (norc D)
Federal Governm€nt (note D)

Cllsh and inv€shcnis
Cash wirh fiscal agenr
Investmenl hcld *ith tiscal rgenr (nore B)

Deferred bond issuance cosrs. n€i ofrccumulated
amonizarion of$33.274

Inventorics and Supplies
Capital Ass€.s (not€ F)r

l-and .!nd construclion in prcs.ess
Orh€r capit l assets. net

Tolrl6!et3

LIABTLITIES
Accoutrrs payahle and accrued lirbilities

Due to:
Commonwedth Oovernm€nr (notc D)

MuniciDal license tlxes

Long-term liabiliries (notc H):
Due wi$in onc year
Due in more than one year

Toaal liabilltl€s

NET ASSETS
Invesred in cnpitol assers, net of relaied debr

Other \p.citied purposes

Total net {ss€,s

s 17.596.1{2

571
?75.,185

369,t70

2.469,70"1

t.o74,267

12,82 r,585
7.{95,574

242,2t5

.13.0{9

t52.899

9.545,O4.r

38.481,646
.t8.0?6,690

$ 91,.57t.757

$ 1,733,044

6l,0 r7

I l9,l lo

2.308.279
128.5 t I

1.964.1:t I

t9.904.262
26,218,364

39.-165.266

10.525.45 t

6,061.020
2.616. r rl
5.675.541

s 6.1..153,193

Th! accomprnlin8 notes atE an inregral p,n of rhese basic fin.nciit nlremenls.
t6

ORIIZ. RIVERA. RIVERA & CO.

Sur.l5l.POBo\ril:i0.Sid.lnr.P.R(09l6rlilr.Phnn.riNir15685l.l.Fr\i!,irlirii6l
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COMMON!'8ALTH OT PUERTO TICO
MUNICIPALITY OT !!|A.BELA

RECONCILIATION OI TI]IE AALANCE SllERT . GOIEf,NMEI\'IAL fl]NDS rO TiIE
S,IAIAMENT OF NET ASSE1S

JUNE lO- rOlO

Tdr.l SoEEat t thnd 6.ta'c:

AnMa aldr.d fq 8orm. .t *riliri.r in lh. sGr..ht ot N.r
Ast rs 6 diffsEr t c.lE

a.pir.i **i3 lsrI ir 8eom6ld .riviti.3 & d fimi.l
ll!r)l]e ald. dEfc, e nq EFn.d in rE nbd$

orlrd a!r. ued in gov.mEm.l slivitiB a .d firlmjd
E$@6 anl. $.EloE, e mr E?oicd in rtE tuods:
Ir.fe.,.<t cn 116 - bood ism. .o.r!

Orn6 a*rs m nor n.ilabL o p!, rd clmrp.riod
$FndnuB md, thcftr G d€a.rEd itr th. fr,xl!:

Pm!6y ur.r{.ftr.t Fud lclllmr y.s)
chxSca fo. wic

s.!e! aql & c - M@i.iprt D.v.rop@ Fuld
Dk ftu! Conmnvalih Gdem']Hr:

P.R. D.pellht of rltE (tjw No. 52 rd 82)
P.R. D.panft of &l8dim
P.R, ElcEic Po*d AutE iy (PREPA)
P.R, lnft'ashl1@ Finmin8 Aurh@ir,
P.R. l.i-.strEt@ Fi!1einl Au6o.i9 - -prNr
P R- tl!.ntEt of Cffiim .nd Rehrbiriblim
Cn.isme DeB Rdnbrr*IEt
G6t Alh P.R. Solid Wal. Aurlqity
Gtui fron P.R. D.p.n idt orT@3Frlltiotr
Cmr 6un Rurd D.v.!opM Corp@lioo
CtuI fM Pi. D.?drlM. or Fmit, - 'PB"

D@ Aom tu El cemnhr
F..t El Gtui,Shr. .rrl Codmuity HiShery Sd€ry
Fdtq.l Crut Chitd CG
Fal6l GtuGH...l S..n
F.rldl G'u!CDBO

l 4$ liabiliti.3 @ not dE ant p.ysbtc in !t culmr paiod
ed. trEcf6. e nor Epond tu th. tund!:

l{g cm riabilitiG, i@luding bdd3 p.r.bte, @ not du.
atul prrabl.ln rrE curcfl p€riod crn in@f* e d
EFircd in d. nD&:
Cd@l oblislrio t rd! ajd nd6
Nolc !try.bl. rocRtM LtMs
N.n rErrbl. bCRtM-finucing otdetinqnenl !$ounr!
NrXe Fy.bl. ro P.R, Sotid wst Aurhfig
Nrie lEy.bte ro P.R. Tcd!.y D.per..l
Norcp.rabl. @ HUD-Sqlid l0€ t r Cumre
Pryrblc (J PREPA
compeGl.d ab*m6

Esrin.ted $lid v!e. taqr6tt clGuE ed tst{l6uE cosri
P.yabL ro CRIM€rces. or prop.ny Er arrvrces

Ncrmt olaorlrm d &{viil6r

:,lm
11,53r

222,UX
542'047

at,53J

19t.929
152.360
29,42
sz.t71

t22i99

24,t ll
tl5,ll2

2,376.ffi

r8.007.0:4)
r93ll0)
(61,168)
(6l.lt6)

(160.6I7)
(.1.581.(m)

I541,047)
14.9];r,661)
(.rll.i!l)

(,r.58t,1t5)
({J,490)

Thc alompanying noBs an cn illl€gral pan offies. basic financial $arerl.nG.
t9

ORTIZ. RIVERA. RIVERA & CO.
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COMTTONWEALTIf OT PUERTO RICO
}IUNICIPALITY OF ISAAELA

RECONCILIATION OT STATEIIIEI"T OF REVENUFJ, EXPEIDITURIS, A:iD CHTL\GTS I]\ FUND
BAL,L\CES {DETICIT) . GOVERN}IEIiTAL TUNI)S TO IHE STATETIEI\T OF ACTI\ ITIf,S

FII;C.TL YEAR ENDED JUNE .]0. :OrO

l{et clur8.ln ftrnd brl.nr. (deltdi) - toid 8ovt]nmetrtrl fu.d!:

Amounts rcpon d for govemmcntal activir i€s in thc slatclllenl of aclilitics &e

Gov.mmcni tunds lepons capital aixc @rlays rs expendnuEs. Hoscver.
in thc Slltem.nl ofAcrivhies rh€ cosr ofrhos. ass.ts k rllmal.dov.rrh.n
enimared u*tullives tlnd rtponed as d.pnciarion crpense:

Erp€nditu€s lbr capilnl ,!s.ts:
Less: cuftnt year deprcci ion

Govemtr.taj fuflds only repon ftc proceeds receivcd in thc disposat of
llss.ls.In the Stat€rcnr ofActiliries. n gainorloss is r.po ed ftr each

disposal. Thus, rhc changc in ner asse6 diffcrs imm lhe changc in iund
balancc by thc cost of the dispos.d alsct:

Revenues io thc Statenr€nt of Activitics rhar do not prcvide currc ijnancial
financial resourccs !rc nor r.poncd a! revenues in rhc tunds:

Pmpeny tucs-Crncral Fund (cunenr year)

Pmp.rty tdcs'Ccneral Fund (pnor year)

P.R D.panme of t.llbor (l2w No. 52 and 82)
P.R. Depanme of Education
P.R Depamrcnt of Tmnsporiation

P.R Elecric PowerAurhority (PREPA) (cun ycar)

P.R- Infr6tructurc Fimncing Aurhority
PR ltrf.6trucrur€ Financing Auihoriry, "PINI"
PR. Solid W.6tc Authority
Rural Delelopnre CorpoErion
Gd frcm P.R. Dcpanme ofFamily- "Res"

Chrislmas Bonus Reimburs.ne (curcnr year)

Sale3 ard us€ ta.i- Mutricipal D€vclopme Fund
Fed.r.l Gmrsrarc d Comnrunity HiBhway Safcry
F.deml c.dnr-Child Carc
Fedcral Grarr-Head Srl]n

Fcdcral Glanr-CDBG

Ch&ses for \ervices

Donated capital isscts

.r.522.66J

$ 7.m9..rl2
(!,1119.305) 5.t70.t07

9t4
.1,566

70. r8 r

82.000

24.7aO
,t85.6ll

2,9m
81.535

t-16.155

17.030

t9,566
19 r,929

23,511

2.t, t
U0,054

171.590
.11.979

179.913

2. t00
13,294

( r51.657)

t.765.959

2t
ORTIZ. RIVERA. RIVERA & CO,

PP oaol( -:50'Phom r_8_'



cottllttoitwEAlTH oF pt]8RIO RICO
IIL'iiICTPA TY OT IS.AIELA

Rf,CONCILIAIION OF STATE|IIENI OT RAYEIUES. EXPEI{DIIT'RES AND CHAT\CDS IN TL]TD
BAT,L\CES IDET'ICIT) . GOVERI{]IIf,XTAL FU:tt'6 IO THE STATEVENI OF ACTIVITIES ICONTINUT:DI

|ISCAL YEAR f,IiDEDJINE IO. 2OIO

Re\cn6 Gponed io fuds rhi.h arc not Bpon.d 6 reletr@! in rhc
SLtemm of Acriviti6:

lnldgoldrftlnl.l 3ubsidy p.ioryeiB CcBar Fund
Srles .ql u. l!I' lrunicipal Ocv.lopmm Flnd (pnc ye&)
sales ald use rd- Dcht S.Eicc Fufit (prid y.u)
P.R. DePaam of Edrcarion (prid ycari
P R. DcpMmnt ut Lrbor (LlE \o. tt roJ c2)
P.R. DepannE ofTENpon don
P.R. Delanr of Coredon ud Reh.bitirarion
P-R. I.frasEuctuE Financing Aurhoiily lprior yeu)
P.R. Eledric Po*d Aurho.ity (PREPA) (prior y€..)
chdgs to sdic6
Construcdon p.rmn!
Municipal lic.is. ru
tdeEsr{pridyee)
F€d.rsl Cra {DBC
Fedeal Grant-Slat and Coornu.ny High*ay Srf.ty
Fedeiat Grlrr- Hoftl.nd S€cuity
Chrittms Bonus Rdmbu.*mnt (p.io. yed)

PrGeds lrcm Sedon 108 t an cw.rre ad!.rc.s - CDBC m orhq
iinarcing souces io the eolmmenral funds, bur an incre of tonr tm
liabihies in rh. Sur.renr of Net Asscrsl

Exrcnditms rpo.red h futrds which -e iot Bport.d a erperoB io rh.
slar,rE of A.riviries:

Marued bofils pri.cipal paymnls,Debr S@ic. Fu.d (net chmgc)

Repaymnt of lonS rem debr is an exp.ndnue in thc golemmmal aunds. bur
rcriuc$ lonSrem liabilniB i. rhc Srar.mt of Ner Ascts:

C.ncral obligarion hondr and mtca
orhe.lonS rm liabitnid

Coremrentat f@ds ..@n thc effecr of bo.d nsuatu. costs as erFflditur. whtr
debt is ti6t issued. *he€as lllee amunls e defered ad anbrii2ed in rhc
Srar.md of Acrirnid. This amud n rhe ret efidt of lhese dilfmrces:

Eoid isluamc cosri
Amni2atioo of hond issu!tu! L-oslj

Some expetues rcponed in the Staredent of Adivni.s do nor .cquir. lhe use
oic6.nr llnincial !.sources and. rh.rclor., e not..B,ned as crpendnuB
in rh. eov.menbl aundr:

Cohp€.sared absemes
Municip.l $lid qasl. L.d,itl (n€l.h!ng.)
.,udgmnt and lcga, claim (rer chinge)
Chrisrdar nonus
P.R. Electric Pow.i Aurtorny (PREPA)
Accrued incEsl I Br .hegE)

ChDg. h nel s$a! ol*ov.rme rl rdlvilid:

! 7t.2r9
24,314

16,.l(14

l5.oo0
l9'

18E.606

t).171
t4x.264
2t8,750
tr,5l5
J8.l94

1,150

166,219

t0.t()
J2.210

t8c669 $ (l.lll,].lo)

(.1,650.0m)

25,m0

192.0@
t.1-18.696

lt..llt) tJ.0nl)

s 516.116l

(:-lt.39l)
(161.790)

Il3.22l)
(718,.|l7)

l.l16
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COM]ITONWEALTH OF PUERTO RICO
]UUNICTPALITY OF ISABELA

NOTES TO FINANCIAL STATENTENTS

June30,2010

NOTE A. SU}ITIARY OFSIGMFICANT ACCOUNTINC FOLICIES

The Municipality of Isabela was founded in I 8 I 9. The Municipality is gov€rned by fte exe{utive rnd the legistat ile
branch elecred tbr a lbur year term during the general elecrions in puerto Rico. The Mayor is rhe €recutive officer
and the legislarive br!.ch consists of founeen ( l.t) members of the Municipal Legislarure. The Municipatity engages
in a comprehensive range of servic€s to rhe comnunily such as: generrl governm€nr administration, pubtic works.
health. enviroomental control, education, public se!urity, welfare. houring, community development and culturc and
recreation activities.

The 6nancial sratemenrs of the Municipaliry have b€en prepared in accordafl.e wirh accounling pri.ciptes generally
Ncepred in rhe Unired States is applied to goverflmenral unilr. The Cotemmentat Accounting Standards Board
(CASB) is rhe standard-setling body lor goyernmental nccounring rnd tinancial reponing. The CASB p€riodicalty
updates its exisring Govemmenral Accounring afld Financial Reponing Srandards, which, along with subsequent
GASB pronouncements (Sratemenls lnd Inrerprchtions). constitutes GAAP for governmenlal units.

l. Financial npoding entit,

The financial reponiag enrity included in rhis repon consists of fte financial statem€nts of rhe Municipalny of
Is.rb€la (primary governmeno. To fairly present lhe tinancial positioflandihe results ofop€rarions of the financial
reporling entity. management must determine whelher ils reponing enrity consists of only the teg enriry knoBn
as the primary govemment or one or more organizarions called component unirs. The inclusion of a porential
compoflent unit in rhe primary govemm€nr's reponing entiay depends on wherher fie primary government is
tinaflcially accounrable for the potenrial component unit or on whether the nalure and significloce of lh€
relarionship wiih rhe primary govemmeor is such that erclusion would caus€ the reponing entiry's linanciat
shtements to be misl€ading or incomplete. There .lre rwo methods of prelenralion of the componeflt unil in the
tinancial statements: (a) blending rhe financ;aldata ()f rhe component unirs' balances and translctions in a manne.
simihr lo lhe presentation of lhe Municipalhy'i balaflces and (b) diE-reie preseniation of rhe component unit s
financill data in columns separate from rhe Municipality s balances and tmnsacriofls.

The basic criteria tirrdeciding financialaccounhbility are ony one oflhe tirllowiog:

a- Fhcirl dependeocy ofrhe polential component unit on the primary golernment. or
b. The primary gov€mment appoints a voling najoriry ofthe potentirl componenr unil's governing tody aod,

l) the primary Soyernmenr can impose iri will on rh€ polential componenr unit and/or,

2) A iinancial beneli, burden erhts between the primary govemmenr 0nd the poiential component unit.
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COMMONWEALTH OF PUERTO RICO
MUN1CIPALITY OF TSABELA

NOTES TO FIN-{NCIAL STATEIIENTS

June .1,0, 2010

NOTE A - SUMMARY OF SIGNTFICANT ACCOUNTING FOLICIES. CortiEued

In addilion. a legally sepnlare. tar-exempt organizarion should be discretely presented as a compone unit of a
reponinS enliry ifdl of rhe following criteria are mer:

a. The economic resources re.eited or held by lhe separaie o€anizalion are enrirely or almosr enlirely for &e
direct benetit oflhe primary goremmeot. its componeor uflits. or ils conslitue[ts.

b. Th€ prinary govemment. or irs component units, is eniilted ro, or has rhe ability ro oiherwise access, i
majori(y of the economic resources receiled or held by rhe separate organizadon.

c. The economic resources received o. held by rn indilidual orgaoizarion rhlt the spelific primrry government,
or irs component units, k enrided ro, or has rhe abitiiy ro otherwise access. dre signiticant roihe primary

other or$nizations should be evaluited as potenrial componenl unirs iflhey are crosely relared to. or tinrncia[y
inlegrated with. the primary government. Professionaljudgmenr is applied ir determining wheder the relarionship
belE€en a primaly governmenl aM orher organizations for which rhe primary govemmenl is not rccounbbl€ and
thal do not me€t lhese criteria is such rhat exclusion of lhe organ,zation woutd r€nder the financial sbrements of
the reportiDg entity misleading or incomplere.

Sased on the above criteria rhere are no potenriat component unjts which should b€ included ff pa( of the
financial statements.

2. Rasit oI prcsenlaliob measurem.n locus and bans of accounring

The {inancial report of the Municipaliry conshts of the Management':i Dix-ussion ind Analysis (MD&A), basic
financial slatemenis, notes to the financial statements and required supplementary intbrmation orher rhan ihe
MD&A. FoUowing is a summary pres€nrarion ofeach, including the measuremenr foclls and basis ofaccouoting.
Measurement focus ;s a ierm used to describe rrr.i rransacrions lrc recorded wilhin rhe various fif,anciat
statements. Basis ofrccounting refers ro lrrre,, ransacrions are re(orded regardless of $e measuremeni focus:

Mrrulenl€na's Dkcwsion snd Anxlvrir

This consists of a narative intro.duction arld analylical overview of rhe Municipatiry.s linfficiat activities. This
.rnrlysis is similar to the analysis the privare seltor prolides in rheir annual reports.

Basic fin ncirl strteme[ts

Basic financial stntements include both govemment wide and fund financial sraiemenls. Both levets ofst em€nts
c,rkgorize primary aciilities as goternmental type. which are primarity sopponed by taJcs and inrergovemmenrrl
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COIIIMONWEALTH OT PUERTO RICO
}IUNICTPALITY OF ISABELA

NOTES TO FINANCIAL STATEIIENTS

June 30, 2010

NOTE A - SUNIMARY OF SIGNIFICANT ACCOUNTING POLICIES - Coniinmd

GoverniEnt.wid€ ststemcnts

The go!€rnment-wide slatemenb consist of a Slalemeor of Ner AsseB rnd a Strr€ment of Activhies. These
shtemenls are prepard using lhe economic resources meilsurement i(!.^us, which concentates on itn enlily or
fufld's n€t assets. All rirnsactions end evenrs rhar affecr the toiat e(onomiu resources (llel $sets) during rhe period
ffe reported. The statements are reponed on rhe occrual basis of accounting. Revenues irle recognized in ihe
period earned lrnd expenses recognized in the period in which rhe asro.iat€d linbiliry is incsned. Fiduciary
acrivities, if any, *hose resources rre nor available ro finance Sovemment programs, lre ex€tuded tiom the
govemment-wide statements. The effect ofinter-fund activiries is e,iminated.

Th€ Sraremenl of Net Asseti incorporales all capital (long-lived) asselr and re.eivables as well ns tong-term debt
and obligations. The Srarement of Aditiries reports revenues irnd erpenses in a format rhlt focus on the fler cost
of each function of the Municipalhy. Borh lhe gross and ner cosr of lhe funcrion, which is orherwile being
supponed by rhe general governmeflt relenues, it compared to lhe revenues generated direcrly by the function.
This Statement reduses gross exp€flses. including depreciation, by related prografi r€venu$. operaring and capital
granls. ilnd contributions. Program revenues musr be direrdy associaled wirh the function.

The typ€s of lransadrions included as program revenues e: charges for services. fees. ticenseJi aod pcrmirsi
operating granls which include operalinS-sp€€ific and discretionary (eirher operating or capital) gr0nls: rnd crpital
granis which € capiral-specific granrs. Intemally dedicared resouces are repon€d as general r€venues rather rhan
a5 program revenues. Likewhe. general revenues include all taxes. Property tares (imposed nonexchange
transactions) are recoSnized as revenues in rhe year for which they ore levied and municipal liceose taxes and
sales irnd use taxes (derived tax revenues) when the underlying eichange has occurred. Revenues on toth
(,pemting and crpiral grarrs are recognized when all eligibiliry requirements (which inctude rime requiremenr!)
impos€d by the provider have bee. met. For cenain expenditure driven gmnrs, revenue is recognized after
allowable er.pendhures are incuned. As a policy. indirecr exp€nses ;n lhe Sratement ofAcrivities are nor allocated.
The Municipality first uses reslricted assets lor expenses incured for which borh resrricred lrnd unresricted assers
are available.

The Municipality reports deferred r€venues in lhe govemmenr-wide siatemenls. Defered revenues iuise when
received before the Muntipaliry has a legal ct.rim to rhem or betbre applicable eligibiliry

requirements are met (in case of cenain tederal expenditure-driven grants if resources .re received before
lllowrble erpenditures are incuned). In subsequenr periods, when rhe Municipatiry has a legal ctaim to rhe
resoorces, the liability tor defened revenues is remoled md the revenue is recognized.

Private-s€ctor standards of accounting lnd financial reprring issued prtur ro December l. l9ti9 generrlly .rre
tbllotred in the golemmcnr-wide financial ltatements to the citent ihat those stand ds do nol conflici wi$ or
contadicl guidance ofrhe Golernmenral AccounrinS Slandards Board. The Municipaliry fias etecred nor to fo ow
subsequent srarements and inrerprehtions issued by the FASB rfler Novemb€r 30, t989.
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COtrIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABEL.{

NOTES TO FINANCIAL STATEMENIS

Junc J0,2010

NOTE A. SUNIMARY OFSICNIFIC.{NT ACCOUNTING POLICIES. Continued

Fund St tcments

The fiflan€ial transactioos of $e Municipality are relorded in individual funds. eaeh of which are considered an
independenl fisca! enlity. E.rch lirnd is accounted for by providing a separute set ofselfbalancing accounts lhat
comprhe its assets, Iiabiliries, reserves, lund equity. Gtenues and expendirue$. Funds are seg.egaled according lo
their intended purp(xe which helps manaSement in demonstrating compliance wirh legal, financial and contractual
provisions. Govemmenbl Funds are those through which mosr govemmenral functions of rhe Municipality ar€
financed. The golernmenral iund siarements include a Balance She€r.lnd a Slaieme ofRevenues, Ertenditures
rnd Chonges in Fund Balances with one column for the general fund. one iirr each major fund ond one column
combining all non-major govemmentll fund!. Mrjor funds are determin€d bosed on a minimum criierion, thar h.
a percenrage of the assels, Iiabilitie!. revenues or expendilures or based on the Municipatity's official s crireria if
lhe fund is panicularly imporiant to financial sulrement users (fbr Head Srart ProBram Funds).

The Municipality repons the following major govemmental tunds:

GS!S!!LEgE4 Thh is the operating fund of the Municipaliry and accounts for all financial resources, except
those rcquired to be accounted for in anoiher fund.

Communitl Deyeloph€nl Block Grant Prclr.o Furd {CDBc)r CDBC fuod (including CDBG - ARRA) is
used ro account for rcvenues sources for the developme,rt of viable urban €ommuniries by providing decent
housi.g. a suitlble living environment and expanding economic opportunities. principslly for persons oftow and

Herd Stlrt Prosrrm Fund: Head Start fund (includiflg Herd Start - ARRA) is used to account for revenues
sourc€s for the relatd activities lhat promole school readiness by enhancing rhe social and cog0itive developmeor
oflow-income childr€n rhrough (he provisions ofcomprehensive heahh. educrtional, nuiritional, social and orher

DC!!SSE!c!_ECSC! Debr Service Fund is used to accou for rhe accumularioo ofresources for, and the paymenr
ol Beneral long-term debt priocipal and inleresi.

Commonwerlth Lesishture Resolutions Fund: The Commonwealrh l.egislarive Resolutions Fund is used ro
accounl for grants from lhe Commonwealrh s l-egislarure.

The govemmenlol funds reponed in lhe fund tinancial statemenls lre accounled for using lhe curreflt linancitl
resources measurcm€ ir^..us and the fr)dilied accrual basis of accourring. Under this merhod of accounring.
revenues rre relognized E-hen they are \us.eptible to $crual ii.e. toth measurable and avail$le). Revenues are
considered to be avrilable lvhen lhey are colleclible within the current peri(ld or vx)n enouBh th€reatier to pay
liabilities of rhe cunent period. For rhis purpose, rhe Municipaliry consid€rs revenues to be availabte if they llre
collected withil (r0 days ofrheend ofthe current fiscal period.
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COMIIONWEALTH OF PUERTO RICO
}IUNICIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMANTS

Junc J0, 2010

NOTE A - SUIIMARY OF SICNIFICANT ACCOUNTING POLICIES - Conrinud

Relenues sus*ptible to accrual ioclude prop€ny tares. recognized as revenues in rhe year for wh,ch they nre
leviedi municipal li€ense tares and sales and use tare.. rccognized \rhen rhe underlying exchange has ocs;nEd
nd time requiremenrs are mel. and inrerest. In upplying rhe susceptibte ro.rc€ruat concept ro inrergovemmenhl

reverues, revenues are r(-o_qniz€d whcn.rlleligibility requirements (ituluding rime requiremenrs) imF$sed by the
provider have been met and relenue bcromes ,rvailable. There ire. however. esseniially lwo types of rhese
revenues. In rhe first case. on expendilure-driven Srants, monies musr b€ exp€nded on rhe specific projecr or
purpose (eligibility requiremeno, before .rny amounts nre paid !o the Municipatiry. Reverue is, fterefore,
recognized as erpenditures are incured to rhe e)(tenr alrilable. In rhe orhercases, monies ue vinualty unresEicted
and rre gefl€rally revolable only lor failure lo eomply with prescribed compliaflce requiremeots. Io lhese cases
revenues ffe recognized as the rime of receipr or enrlier if the sus.cpriblc to ,rcrual eriteria is met_ Licenses and
p€rmits, charges tbr s€rvices, rent. fines rnd miscellaneous revenues iue generruy recorded as revenues when
received or ar€ recog0ized earlier ifthe susceptible to accrual criteria is mer.

The Municipality reports in the go!€rnmental fundr rlarements deaened r€lenues which arise when potenrial
revenue does not meet both measurable and available crireria for recognition ifl rhe lurrent period (io the
govemmenGwide stalemenb revenue is recognized as soon as it is ear.ed regardless of irs availability)- Detarred
revenues also arise when resources rre received before fte Municipality has a legal ctaim to rhem or before
4plic.ble eligibility requirenen$ llre mer (in cas€ of cerrain federal expendiluedriven Erants if resources are
received betbre allowable expenditues e incurred). In subsequent p€riods, when fie revenue recognition cdteria
is met. or when the Municipality has r legalllaim ro rhe resources, rhe liabiliry for defened revenues is removed
from rhe balance sheet and the.evenue is recognized.

Expenditures are generally recognized when the relared Iiability is incurred. Cenain ex.eptions to rhis
fund.m€nral concepr inclMe rhe followiflg: (l) paymenti of principrl and inrerest ofl gene{al long lerm debr.
which ffe recorded ,s erpenditures when due. excepl ior principal and inierest due on Juty I lin rhis cas€ amounts
ffe recorded as liabililies rnd erpenditures on June 30 since amounrs have been accumullted or transferred ro the
debr service fund before July I payments are made) (2) vesr€d compensated absenc€s. ctaims andjudgments rnd
special rermination benefils which are recorded as erpenditures onty lo the errenr thar rhey irre expected ro be
liquidated wirh er(pendable linancial resources (in rhe governmenr-wide sirtemenls the expense and retated
ascrual liabiliry tbr long rerm po(ions ofdebt musr be included).

Since rh€ governmenial fund n tements are presented olr ,r dilferent mersurement focus and basis of accountinS
than the government-wide srlrements. a re.oncililtioo ir neceslary to explain rhe adjushents needed io iransform
rhe fund linancial \tatemenls into the golernment-wide shtements. This reconcilidion is pan of the financi,rl
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TSABELA

NOTES TO FINANCIAL STATEMENTS

Jurc30,2010

NOTE A - SUMMARY OFSICNIFICANI ACCOUNTING POLICIES - Continu€d

Notes to Flnrncid Strtements

The notes to financial st.tem€nls provide informarion that is essenl,at to a user's understanding of the bisi.
lirancial staiements.

Rmuircd Supol€nEntarv lDformrtion:

Required supplementary information consists ofthe Budgetary Comparison Schedule - General Fund as required
by CASB.

3- Dcposils ond inv.stm.n s

Cash and cash equivalenb consist of cash on hand, demand defnsiN and shonterm inveshents with origioal
maturities of three months or less from the date ofacquisition. Nonnegoriable certificltes ofdeposit with original
maturity of more rhtrn threc months.re considercd time deposirs as required by currcnt {andards. The
Municipalily lollows the practice of pooling cish of all tunds except for ce&rin Commonwealth s ganrs.
restricted funds generally held by ourside cusrodians cnd feder granrs. Ava'labte pooted cash batance b€yond
immediate needs h invested in certificaies of deposits. Cash and €ash equivtlenh retated ro Commonweahh and
Federal gnnts (including Common\realth Legishtue Resolurions) dre restricted since their use h tinired by
applic$le dgreemenls or required by law.

The laws and regularions of ihe Commonweahh of Pue(o Rico authorize rhe Municipatity ro invest only in
obligations of rhe Commonwealrh, obligations of rhe United Srares of America. cenificares of deposits,
comm€rcial paper, bankers' acc€plances. or in pools of obligaiions of the municipalities of pueno Rico, whi€h are
managed by rhe Governmenral Devetopment Bank for pueno Rico (.cDB"). Iovestment currenrly reporred
consisr of a non-rared guaranreed invesiment contmcr ("GIC') manag€d by cDB. The GIC is valued at cost.

4- Resticted assels

Resrricted ass€ts are liquid tssets which have rhird,pany limitatioos on rheir use. Cash and cash equivalents
related io Commonwetlth and Feder grants (including Commonwealth L€gislaore Resolutions) are resrricted
since their use is limired by applicable agreemenB or required by law. R€srrict€d cash with iiscal agent in the debr
service fund consisrs of rhe undisbursed balance of property rnd sales iax co ectiofls retained by ihe
Commonwe0lth of Pue(o Rico shich are resiricted for lhe repayment of ihe Muni.ipality's generat rnd \petiat
obligarion bonds and nores ns €lrablished by taw. Resricred cash with t'iscal agent of the orher governmental
tunds r€presenl the rmdisbursed pro(eeds of cenain boads. loans or granls which are nainrained in a cash
custodim,l.cou by the GDB ora lbderalgovernment agency.
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COM}TONWEALTH OF PUERTO RICO
MUNICIPALTTY OT TSABELA

NOTES TO FINANCIAL STATE}IENTS

Junc 10,2010

NOTE A - SUIltlltARY OFSIGNITICANT TCCOUNTING FOLICIES. Contioued

5. Receiwbks and due lrom Eorenrn.nlal entities

Receiyables are rtated n€t of esiimared allowances for uncollecribt€ .rccoun6, which rre derermined upon past
colleLtion experience flnd cunent econom ic .ond;tions.

Amounts due from federal govemme represent amounrs olrd io the Municipatily for fi€ reimburseme of
expenditures incurr€d pursuant to tederally funded programs. Amounts reporred in rhe debr lervice furd represent
propeny ond sales tax revenues of cunetu fiscal year collected by lhe CRIM (property hr) and the pueno Rico
D€panment ofTreasury (sales tn\) otl rhe subsequent fiscal year.

6. Inteiund receivables and parablcs

Activiry imong funds rhar are .epresenlative of lendin&Dorro\ring arrangements outstanding ar the end of the
fiscal year are referred to as either "due frorn/to orher tunds" (i.e.. the cuneot tr)nion of intertuod loans) or
"advances to/ftom odEr funds" (i.e., fte non-current ponion of interfuod loano. A1l orher oursranding batances
among funds are reported as 'due fror/to other funds".

The Muricipality purchases glsoline, oil and orher erpendable supplies held for coflsumption. Th€ cosr of those
purchases is recorded as expeoditue when incuned io lhe appropriale fund bur the year-end inventory is nor
recorded inthe Sratemenr of Ner Ass€rs, as management b€li€ves is nor significanr.

tnvenrory of medicines and medical supplies of the Municipality's Advanced Medical Center (tlMA.) is
capitalized and vllued at cost using th€ lirst-in. firrt,our method.

8. Ctpital ass.lt

Capilal assets reported in the govemmenhl activiries in the Srarements of Ner Assers include propeny. pla .
equipmeni rnd infrastructure, (e.9.. rc,rds, bridges. sidewalks, and simitar items). The Muoioipality defines c;piral
nssets (except for infrastructure assets) as assets rhat have an individual cosr of g5m or more and have a u;eful
life ofone or morc years. Infiasrructure assets irre clpitalized based on a percentaSe of the estimated usei.ul tife.
The cost of normal maintenance and repairs that do not add b rhe value of the assers or matedalty exlend iNsers
lives Jre nor capitalized. Nlajor ourhys for capitat assets and improvemeflb ffe capit0liz€d as prcjeds rre

Capiml assels Jre capitalized at historical losl or esiimated hisrorical cosr if hisrorical cost is nol avrilabte.
Donated assers are relorded as capital assets nt their estimated frir market vltue rr rhe dare ofdonarion.
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COM]IIONWEALTH OF PUERTO RICO
]ITUNTCIPALITY OF ISABELA

NOTES TO FINANCIAL STATENTENTS

June30,2010

NOTE A - SUltllARY OF SIGNITICANT ACCOUNTING pOLICIES - Continucd

All capital iss€rs. orher ihir'l rnnd and consrnarion in pmgress. are depreciated using rhe srraighr-line merhod oler
lh€ following useful li!€s:

Descriptiop

Land improvements
Buildings and building,mprovemenls
Leasehold improvements

Vehicles. machinery and equipmenr

EEr!

50
50

l0-50
5 t0

In nccordance with current accounring srandards capihl assets u,e reviewed for impairmenr. Impairment occurs
when there is n siSnificant decline in $ser service utility due ro the orcurrence ofi promine evant or change in
circumsrances rtrelring rhe asset. current smndards prcvide guidrnce tbr accounling aad reF)ning tbr impair;enr
and for insunnce recoveri€s.

9. Def.ned bo,td issuance costs

Bond issuance costs are reponed as deferred charges and amonized as requi.ed by curreni srandards.
colemmental tund types recognize bood issuance costs as erpenditures during rhe aurrent period. Those issuance
costs. whether or flol wirhheld from the acrual debt proleeds reireived. are repoded as exp€nditures in the
aPPropriare fund.

I O. L, nE+ern obligatio ns

Long-term debt rnd orher long-rerm obligarions. which are reponed as riabiriries in rhe Sovemmenhl acriviri€s
column in lhe Slalement ofNet Assels. consist ofgeneral and specillobligarion bonds.liabilities for compen\ared
absences. chims nndjudgments. rnd bng-term tiabilities ro orher goverdmenral enrities.

I l. conpensated absences

'fhe Municiprlity's cmployees accumulate v,rcarion, \ick leave and comp€nsabry lime based on conrinuous
serlice. Compensated absences.re recorded a lirbiliry if (l) are e:rned on rhe basis of services ,ttready
performed by empkryees. (2) it is probdle thor will be paid (in rhe form ot paid rime otl clsh paymen$ ;t
termi,ration or reriremenr. or rome orher means) and (3) llre nor cootingent on a specific evenr (such as ilnesr.

The compens,Ied absences nre.rccumulaled on rhe hasis ot 2r, day! per mooth of vac.Iior and tl,1 days per
monlh of sick pay ,rnd compenslkxy time up 10 .t maximum of 6{) dnys ol vacations and 9{) dayi of sicklea;e.
Upon separation ,iom employment the accumutared vacarions are liquidaied up ro th€ maximum number ofdays.
Accumulated sick lerve- whi.h is r..ne.l hased on all vesling rmounts ti)r which paymeot is probable, is
liquidared Io employees with l0 yean or more service up ro rhe mrrimum number ofdays.
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COIII]IIONWEALTH OF PUERTO RICO
]VII]NICIPALITY OF ISABELA

NOTES TO FTNANCIAL STATEIITEMTS

June 30,2010

NOTE A - SUMMARY OF SIGNTnCANT ACCOUNTING pOLICIES . Cotrtinued

The lccrual of compensated rbsences ircludes esrimated payments that are related ro payroll. The entire
(-omp€nsated absence liability is reB)ned on fie govemmenawide finanLial slatements. For govemmentrl fund
t'iDamial sratements. rhe cune ponion of uflpaid compensared abs€nces is rhe lmount rhat is;ormally expecred
lo b€ paid using expendable available financial resouces_ The non,currsnt g)nion ofthe liabiliry is not;eponed.

Pursuanl lo l-aw No. 152 oiAugust 10, 19 effeclive July I, t997 rhe Municipatity is requird ro pay any excess
of vacations xnd rick leav€ accumulared over 90 days as of December ll ofeach year. payments slxrutd b€ made
on or before Mrrch ll ofthe following year.

12. Fund balances and Net Assets

In the fund l'inancial shtemenls, governmenEl fuods report reseaved rnd unreservd fund balances. fuseavarions
of fund balances represeflr porrions rhar fie legally seg'egared for a specific future use or are nol appropriared for
expenditure. The Municipality ha! rhe following reservations of fund balances:

Encumbrances; Represent futule expenditures under purchase orde$ and orher commilmeot!.
which gen€rally will become tiabilities in furure p€riods n5 th€ goods or s€rviues
itre .Rueived,

Represe rhe valuarioo imount assigmd for the restiction and use of resources
accouoled in inventory on hand,

Debl Service: Represent net rssers available ro finance future debt service paymenrs.

Crpital Projects: Repr€sent rmounrs to be used for furure expeodirure! for capital proielis under
conrracrs and other commitmenrs. These commiimenls generally wil be(om€
liabilities in furure periods as the projects are completed.

Oth€r specified Repr€sent amounts to b€ used for iuture erpendirures of Federal andpurposesr Corhmonwerlrh's grants as well as funds reserved through enabling tegislation
passed hy the government ksell to b€ used ro finame acrivilies orher than
construcrion or ljapital improvene commitmen!i.

Represenrs the non'curent p()(ion of inierfund loaffi

Fund balance unreserled designated represents amounrs issigned by Management for future iip€oding ro t]oance
opcr ionalcosls \lhich lre nor legally regreEred.
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COM}IONWEALTH OF PUERTO RICO
MUMCTPALITY OF ISABELA

NOTES TO FINANCIAL STATE}IENTS

Jun€ .3,0, 2010

NOTE A - SUIIIMARY Of SIGNIICAMI ACCOUNTING POLICIES . Conitnued

In the govemme[t,wide statements nel irssets arc segregtled into ftr€e categor;€s:

Iovested in Consist of clrpital asser balaoces nel of nccumulaled deprecintion and oubtanding
c+ital asse6, balances of rny bonds, notes .rnd olher borrowings that are aGibuLable lo th;
net ofrelated icquisitior, construction. or improvemenr of rho* n;sets. This cateAory shoutd notdebr: include cash thar is resEicted to (apihl i6ser Jcquisition or consr;ction (unspent

h)nd proceeds) and any unamonized debt issue costs.

Renricted

Unresiricted

ORTIZ. RIVERA. RIVERA & CO.
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Represent net assers kestricted 0sse6 nea of relared debr) that fie subjed ro
restricliors beyond $e Municipalily's conrol. These inctode restriclions r-hat ire
externally imposed (by creditors, grantors. contriburors, o. laws and regutations of
other govemments) or rest ictions imposed by lhe law througi c;sdtulional
prolisions or ennbling legisl.rion (inctuding enabting teSistario; passed by rhe
governmefi itself).

Represeflt nel assels rhat do not meet rhe definirion ofner assets invesred in capiral
nssets, net of relatd debt or restaicled. Unresticted assets are ofted designared to
indicate lhat management does nol consider them to be availibl€ for seneral
oFlerarions. Ihere Dpes of uonstrainb Jre inlernal and managemenr can rcmiove or
modify them. Designations are not reporr€d on the face oi fie stalemeot of n€t

I 3. I nt. tund transaclions

The Muflicipality rEpons cenain transirclions as rransferc, which itre lega y required transfen that are reported
when incurred as Traoslers-;n by the recipienr fund and as -Transfers-o-ut,,'by the disbursing fund.

t4. Risk f,nancins

The Puen{ Rico Treasury Depanrnent (PRDT) J(ts rs rn ryent, oboining rnd deiermining the coverage for ihe
municipalities of Pueno Rico. The coverage for rhe MuniuiFriry uf lJrbeta .on!,\rs oi professionit. pubric
responsibility, propeny and rheft. auto,rnd fidetiry bond coverrSe. Insurrnce pt'ti(ies (ons Jreaflocared by iRDT
anong all rhe municipariries of pueno Rico. pavmeor of rhe Municipariri s insurunce premiums is ;onthry
deducted from .rdlances of pmpeny tar and rmounrs of municipat equaiizarion fund send rL the lrunicipality by
lhe Municipal Revenue Collection C€Drer (CRIM)_ Workers cdmpe;sation insuraoce is atso deaucted imm rhi
monthly advances by rhe CRIM. senred cases have nor exceeded insurance coverage for any of rhe pasr three



COtrIMONWEALTH OF PUERTO RICO
TIUNICIPALITY Of ISABELA

NOTES TO FINANCIAL STATEMENTS

June30,2010

NOTE A. SU TMARY OF S|GMFICA.|iT ACCOUNTTNG FOLICIES. Conrinued

15. Use of es,inate,

The prepffarion of rhe basic fin.ociar shtements in accordance wi& accounling principres genera y accepted io
the United-St es of America requires manrgerneot to make estimates and asriumpriois rtrai atfeci ttre riponea
amounts of $sets md liabilities rnd disclosure ofconiingenr assels and liabitities aithe date ofthc basic financial
staremenrs and the reponed lmounts of revenues and exp€ndilures durinS .he reportinS p€riod. Actual resutts
could differ from those estimates.

16. Furure adoption ol ac.ounting pronounc.men s

The GASB has issued lhe foltowing statements, which the Municipaliry has nol yet lldoptd:

Slatement
Reponing and Covernmenrat funa fype

To be Adopted in
Fiscll yeir endsd,

June 30, 201I

June 30, 20t2

June 30,2Ol I

June 30.2013

June 10,2013

54 Fund Btrlance
Definition

57 OPEB Meaiuremenb by Agent Employers and Agenr
Multiple-Employer Plans

59 Fioancial Instrumenb Omoibus

60 Accoundng and Finamial Reponing for Se.vice Concession
Anangements

6l The Financial Reponing Entityr Omnibus on amendmeflt of
CASB Strreme No. t:l afld l4

The impactofrhese statemenri in rhe Municipaliry's basic financial shtem€nrs has nor yet been derermined.

NOTE B - DEPOSITS AND INVESTMENT

l- Deposits

Ct*kxlial uelit risk is the risk rhrr in lhe event ofa bank trilure, ihe governmelfs deposirs may nor be rerurned
10 ir' The Muoicipaliry mainrains cash deposirs in commercial and governmenral brnis bcared in pueno Rico.
under cbmmonwearrh of pueno Rico striures. pubric runds deposired in commerciar banks musr be lully
collareralized for rhe anrou deposited in excess of t-ederal depoiirory in$rame. All secr,riri€s pledged ri
collareral by rhe Municipality are herd bv rhe secrerary of rreasury of pueno Rico in the Municipatity'i narie.

Al yeff_end. the Municipariry's bank barance ,,f deposirs in ..ommercrrr blnks amounring to 929.223.575 w.rs
covered by tederal depository jnsuronce or by (ollaterat hetd by rhe Ser.rerff) ,,f Treasury of pueno Rico in th.
Municipaliry's name. Deposirs in governmenrir banks (r[ of which,rre uninsured .fl; unoorarer.lized). rre
exposed lo crnodial credir riik- Ar year-end ihe Municipaliry s bnnk balance in governmenhl banks arhounrs io
s7.{95.57,t.
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Jun€ J0, 2010

NOTE B - DEEOSTTS AND INVESTMENT - Conrinwd

The inves,.enr held wi$ fiscal rgent consists of a non-paniciparing invesrment conract (non-rared guaraflreed
inv€nment conrft( CIC"). Thh reprcsenb rhe irveshe; of the u;isbursed preeeds of tire $1,010.m0 speciat
obligation bond under cuslody ofcDB. rhe Municipality's fi*-ar aged. pursuant to rhe b.nd purchase agreement.
The cIC have an ourshflding barance of s242.2r5 as of June 30, t0r0;arniflg inreresr ar a variable .are (LIBoR
minus .125%, .3.{l% .rs of June 30. l0t0), have an r)riginal marurity of m day;,rnd is due on August J. 20t0. The
GIC outstanding b.rlah-e is vnlud at cost.

NOTE C- RECEIVAALES. OTHER

Accounts receivable - Oihers as ofJune lO, 20t0 fo[o*s:

COITTMONWf,ALTIT OF PUERTO RTCO
}TUNICIPALITY OF ISABELA

NOTES TO FINANCIAL STATENTE:VTS

CIMA - $ird-pany payors
CIMA - capitation
Interest

$ -108.984

26,652
8,,132

$ 169,370

cenain amounts releivable .r,e r€€orded ," deferred revenue in the govemmenral funds stalem€nl" since they are oot
available as required by curenr sran&rds. Se€ retated nole G.

NOTE D- DUE FROM (TO) GOVERNMENTAL ENTITIES

1. Anou s du€ fron govennental entities as oI June J0,2010Jotovs:

Fed€ral
Government

$

V.ior fu.d - Ge...ol rund:
P.R. Electric Poser Aurhotiry ( PREPA)
Vunicipal Rercnu. Colle ron c.nrer TCRIV, -

P.R. Depanmcnr of Tielsury - Ch.inrfls horus

P R. Depanmnr of Fiucariot
P.R. Dep.nftnt ofllcalfi
P.R. Dcpa.tinenl of Lrbor - Llw No. 52

lraior fulld - CDBG fud:
Ofice of Commissioncr of Municjpnt Affnirs
CDBO

Gove.nmert

$ 5.12.G17

r26.96t

t9t.9:9
222lrn

00_860
8l.5tl
59.:6t

U.S. DcpMmenr ol Housing xnd
D.lclopment CDBC

(J.S. Depannent of ti()usir8 Jnd
Devel(,pmcnt -CDBC-AR

6.68t

lt0,7lt

l.t,2r8
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COII}IONTVEALTH OF PUERTO RTCO
MUNICIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMENTS

June 30,2010

NOTE D- DUE FROIU (TO) GOVERNMENTAL ENTITIES. Conrinued

Common erllh Fcd.i.t
Governmeort covernm€nt

lkiorfund - H.!d St,rr a,ttul!
U.S. Depdn nt oi Herlrh tod Human Senices,

Hcrd Slfi
U S. Depanm.nl nt HeJIh Jnd HumJn Scnic.\ -
Hed Sh.r AR

tliio. tund - Deha serdce fuod:
M(nicipal Rev.n& Colledion Ccnrer (CRIM) -

\r!io. fund - Colnmnetdrh Lteistal!re
ResolurioB fund:

CommneeJrh Legisldiv. Rcsoturbns
Other eo?ernmentsl fund!:

P.R. lnliaslrucurc Finlncing Aurhoriry (pRtFA)_PlNl Funds
Solid Walt€ Authoriry-Landfi 1l imprcvenenK
P.R. Depanment olFrmily - PEs
Covemmenr Development B,rnl lbr Pueno Rico -

CELI
Rural Delelopment ColPomrion
P.R. Deprnmenr oiFamily, Child Cee
P.R. Trulfic Srfety Co mmissio,
OtheB

:Ir t.610

20,230

31.015

1.100

5-r9,E l5
l.{6.355
r22.699

|2,911
92.121

t21.968
I 2.t69.797

11r,703
.t].302
9.792

$ 1.07E267

See note G for detail ofrmounts due ftom governfi€ntal entiti€s recorded as defered reveoue.

2- Amounts .lue to govern,nental entities os of,lune 30, 20tO fouovs:

Employees Rcliremenr System of rhe Coycmment of
rhe Commnwcalth of P.R. (cu.rent debr)

P.R. Aqueduct md Seeer Autho.iry (pRASA)
P.R. Depanment oi L$o. - unemploymenl

t8.ln5
9.779

ll9.l l0
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COMIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABELA

NOTES TO FINANC'IAL STATEMENTS

Jurc 30,2010

NOTE E. INTERFUND TRANSACTIONS

l. Duc Imntlo other lundt:

Amounts due frofi/to other funds repr€sent advances lo othea funds for pa),roll

R€ieivable FuDd hysble Fuod

and payrull tares expendhures, ns

CDBG
Head Siin

Orher Sovemmetrhl funds:
ChildCarE
TANF
Traffi c Safery Commissbn
PRIFA - PlNl Fund
S€ction E HCV
Rural Developm€nr CoToralion
Solid waste Aurhorily
P.R. Dep( of Tmnstx,rta!tun
P.R. Dept. of Family - Pres
olhers

68.825
35.1.619

518..r35
t15.712
:06,794
-] I I,.196
1m.487
r29,t7l
t32. t56

t22.7m

Legislaiive Resolutions:

Other govemmeatal fundsl

Ceneral Fund

Major funds:
G€neral Fund

370.217
$ ,J6l51U

t ,;J68

2. tdvonces to(lron) othet funds:

Advances to (from) ofier luf,ds in rh.,mnlnt of$t,lO7,{97 represenl long term dvances by rhe Commonweatft
Legislalure Resoiuions Fund ro fte Ceneral Fund in previous years lo cover opeotional expenditures.

3. Tmisfed in (out):

Transfe* among individual funds were made for op€rarional purposes. Tranrifers inctude (t) inreresi earned on
resrricted cash wirh fiscal agent in rhe debr service fund and operating and capirat improvemenr k)ans in o&er
governmental funds which fie rnflsferred to rhe general fund (2) ;nreresr in commonwearlh Legisr ure
Resolutions funds which is ranjfened to the generat fund and, {3) principal lnd irrerest paymenls of lo;g-rerm
deb! transtEned from the general fund to rhe debr service fund. Thc amount of.$2,08.r.5.1i was transfened ro
rcclassify a special iund lo the Common\r.eahh Legislature R€solulions Fund.

36
ORTIZ. RIVERA. RIVERA & CO.

Suncl5l.mBo\7lll50.SinJuin.PRix)9]6-?l50.PhoNl137rli68il1.FA18,'rllrni6l



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT TSABELA

NOTES TO FTNANCIAL STATEIIIENTS

June 30,2010

NOTEF-CAPIT]&ASSETS

L Capital assets and derycio,iod ac,ivit, os of and lot ,h. )ear .ndet !un. 3Ot 2010 is as follovs

July 1.2fil|
arHtlld lhctgg D..lug

Cr!.mtMral diviriBl

Capird a*r!, nor being d.?tuiaLd:

Cocduclin in progB

Totnl c.pilal as.ts mr b.i.!

Ceiul ,ss.ti. b.ing dep€ialed;

L.ehold ihpmvmmls

v.nicl6, Mhinery ard cquipman

Tor.l capibl aslrs ldng depEialed

Lrs ccuNlaiEd d.peiarid forl

It@hold iDpovemdr

r0..125,5 t0

505.211
D,t92.124
8,550,750

42.00?,260

t59.606
z.02l,qrs

s4,l27,l89Sl2o,lx)os_st.:J?,189
6.tc8.r2l .r.0l'J.702 t.oro tt8 5:97655

5,010,258 9,545,Or1

68.282 - 12.932

3,056,476 :t.roo.97ot7,600 522,3:t:lt.60J.t0t t80.299 t?,ot?.l]81.10r,,J15 .r.r,llo oitr,N.l

3,0J1.036 2D.4t9 .19.847_357

t.289

273,908
801.787

.
42,1&

t.751

l,92o,lll
t99.2m

2,258,011

Cov.mmetil.fi ii6 c.pir.l
s r: lr-1.^32 1 In.16J.)ii s ..lltvt5 q rsr.tnoqo

Depr€ciarion €rpense was.harged to tirnctionvprograms offte Municipality rN fo ows:

vehicl6, n.chinery lnd eqiphmr ,1, t 87,117

Tokl c.umulated deprslario. q.538.688

Tal'l .$nal6sers be6g deprs,are{.

"", 
--_1]]1!lr

ta,rlo2 1.973 I l2

61.782 ll.]66,21t

6.ll l.7I l 151.65? .t8.r3t610

! t66.t92
'711.0t7

J5,J86
57.61r

Co!ernmental activities:

Cmdd eovnnmr
Public @rts .nd siuxm

Culr@ rrd rsEan@

wclfd. a.d.onnuniry d.v€top@t

nnd &F€cinrion .rpdse, Eovedmenht &ri! itis
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABELA

NOTES TO FINANCI.{L STATEMENTS

Jum30,2010

NOTE F- CAPITAL ASSETS. Conrinued

2. Pmpco lien:

The Municipllily cnler€d inlo a financing igreemeflt with the US Depanment of Housing and Urbrn
D€velopment (HUD) lhrough a connrcr for L)m Cuarantee Ass istance under Section I 08 of thtHous ing and
community Acr of 1974, ts irmeoded. The agreement, for a maximum commitme"t of $4,85O,00O will fi;rnce
lhe construcrion of a Youlh Sporrs and Educarion Cenrer. The reparmeni of lunds is guaranreed through
appropriarion of funds irom the Community Development Block Grant program (Enlirlemeno. As pan of tie
conrract rgreement between HUD and the Municipatity, ddirionat gurnntees are required. The l\tunicipaliiy
should agee ro declare and fumish ro HUD, a prop€ny li€n, salisi-actory to HUD i; form and sub$t.nce of
HLID s ownership interesr in $e propeny to be cons0ucled (inctuding t.rfld), sp€cifyi0g an eslimare of frir
market value ofnot less than $6.062.500.

On Jun€ 29, 2009 the Municipality signed a deed of a voluntary tjrst mongage in the amount of$6.062.500 in
favor of HUD ofallof its est e, righl, tille and interest in and ro the I\,tortgag€d prope(y. which inctudes rhe
parcel of land on which the projecl is locared and rhe propeny ro be consruded. During the 2Gyear Section
108 note repaymenr term. it will not be permited or suffered fie use of any of the propeny for any pupoie
orhtr tha[ the use for which rhe same was inlended at th€ time the Mongage be execured. Upnn defiuit under
the Conrract for han Guarantee A.ssisraflce under Secrion lO8, HUD, al irs options, moy declare the whole
indebredness secured to b€ due and payable. in which €vent HUD shall have rhe r;ght immedirtely to forectose
fte Mongag..

NOTE G - DEFERRED REVENUES - GOVERNMENTAL TUNDS

Defened revenues _ Intergovemmenral commonweahh covemnenr represent reveoues nor avail.ble as required by
current slandards and for Federal Gnnls represent resources rec€ived belbre allowtble exp€nditures ar€ incuned or
resources not available as required by cunent srand.llds. A deiail ofrhese balaaces follows:

Federal
GBnts Oth.'

:llalor Iund - ceperrl turd:
P.R. Eletric Pow€r Aurho.iry
(PREPA) S

P.R. Depanmenr of Trcaury -
Chrisim6 bonus Fimbutuhenr

P R. DepannEnt ol Educirion
P.R. Depanmcnr ol Healrh
P R. Dep.nmenr of Lnbor - tiw

No. 52

CIMA rhird prny payo6

542.0]1 !
19 t.929
222.1\\)
-+8,688

r3l,5 tl
I l,l5 t
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COMIIIONWEALTH OF PUERTO RICO
IIUNICIPALITY OFIS.TBELA

NOTES TO FINANCTAL STATE]UENTS

June 30,2010

NOTE G - DEFERRED REvENUES - GOVERNMENTAL FUNDS - Continued

Covernmeot
\tal0. fund - CDBG nmd:
Offrce of Connissione. ot

\.Iuoi.ipil AthiB - CDBC
U.S. Depanment of HousinS ,nd

Urbnn Develolmcnt CDAO
tiS. Dcpanmenr oi Housing dnd

Uftu Dev.lopnatrr - CDBG
AR

Itaior fund - Hmd Sh.r n,nd:
U.S. Depanmenl ol Heullh rnd

Humin Scnices - H.ad SIan
U.S. DepMment ot Heatrh lnd

Hume Sedices -Heid Stan
AR

lullor fund - Commonweslth
Ledslatur RelolutioB fund:

6.ElO

5.1..172

ll.2l8

166.666

1.921

Oth.r eorernft nlrl au..tr:
P R. Infrasruclurc Financing

Aurhority (PRIFA) - -PtNt'

Solid Wa\re Aulhority-Ledfilt

P.R. Depanmentoi Flmily - Pres
Rual Developmenr Corporurion
P.R. Dcpanment ol Flmily - Chitd

P.R. Tnifi. Snfety Commissbn
P.R. &panmenr ol lusrice -PuhlicSalety PJn.eEhip and

Comnuniry Polici.g Orants -
AR

t.9m

El.5t5

1.16.155
122.699
92.121

29..102

$ 1592J,r6

:]16.132
2.1, r ll

r 25.qI)

$ 755.915

r.lEl

s l.!JJ26
119
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COMMONWEALTH Or PUERTO RICO
}TUNICTPALITY OF TSABELA

NOTES TO FINANCTAL STATE}IEMS

Jrn€ 30, 2010

NOTE H- LONG.TERM DEB?

l. Sunnary of long- tenn d.b, activity

The following summarizes aciivily in long-rerm debt for the fiscal year ended Jurc 30, 2010i

B.l.rc..a Bd!!e.l Duc,irtrl,
.lutr r,2fil9 lrcErs.3 pE.Es Ju.10.2010 oGrer

Ohligadorc 8otob
rndNoGs 5 a.i79.(D4 S S i92,u)0 S 8,.1E7,024 s ll9.0u)

Note par.bl€ to cRtM-
LlMs 159.564 6t,0l.l 9s,5t0 61_:,2rl

Nore pa, able ro CRIM

d.linq@.ta€ounl3 66.2i18 1.880 6j.t68 2.8ao

Note payable ro P.R.

And{xiry 98,545 - -t7,{9 61,126 18.509

Nore Payrhle ro P.R.
TEasuy Delantr lll..16 - 152:199 lm,6l7 t6o.6l7

Not6 payable lo ERS 59.lto - 59.llo

Norc p.yable - S.cion
I 08 Loan Ouarantc Llm.ooo .1,6J0.(rco tr'g.u)o .1,58 I ,qD 269.00

Lrndfi ll Ohligarnrn .r,1t9,525 16l.790 , l.58t.ll5

Cofrp.nsatcd abseftes 2,6n,172 561,815 12 t,914 2,93.r,66:1 251..160

Ch.is6as bonu .loI,EgE 4t3.223 iol.898 4l),22i ]rt.123

Clains !f,djudgm.nG l.Od) - t.(xx)

er.ess of P.op€ny
tar adr.Ees old
,.rulcollsoons 19.056 - ].566 t5,t9o .rs..rq)

Plylble lo PREPA t?5,186 71A.4j -|61,556 St2.O47 1!f..11?

S ri,ll?J]l 5 5ft7:6J 5 ,.(,6:06 S jrj6E.lo3 5--l s61Jx
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COM}IONWEALTII OF PUERTO NTCO
MUMCIPALITY OF ISABELA

NOTES TO TNANCIAL STATEMENTS

June 30, 2010

NOTE H - LONG-TERM DEBT - Cotrthued

2. Gencml ad specitt obligallon bon ls and noks

Th€ Municipaliry s outslandiflg gen€ral and special obligation b()nds irnd noles ar June 10, 2010 amouot to
58..187.024. All rhes€ tx,nds ore serviced by rhe Governmental Devetopmenr Bank for pue(o Rico (CDB)
maluing at yarious dates. As required by law. the Commonwealth Covemme is obligated ro collec! propeny
taxes tb. payment of principal and inter€st on bonds ind noles. In addirion. .2% of the .S% municipal s;te; n,'d
use lar collected by rhe P.R. D€partment of rreaslry is deposired in a Municipal R€denption Fund' ro finance
Ioans lo Municipalities \ubjecr ro restricrions imposed by law. Debl service funds has been esrablished tor rhe
bonds and notes ar cDB wirh rhe proc€€ds of rhose prope(y and iales and use tares. whereby sufficient funds
must te set aside in order to cover the projecled debt service .equirement, before my new tlonds lle issued.

A detail of the general ond special obligation bonds and notes as ofJune j0.2010 follows:

Outstanding

1996 general obligatiod bonds of $525,000 due i0 annuat
inshllmeots ranging from $ll.000 lo $16.000 tkough hnua.y
l, 2021; bearing inierest at 4.50%

1999 general obligarion bonds of $4|o.OJO due in annuat
inslallm€nrs raflSing from $l l.{XlO ro $29.0OO thmugh January
l,2024; bearing interesi ar 4.50%

2Om general oblisation bonds of $305.000 due in annuat
installmenB ranging hom $20,0OJ lo $40.U)0 rhough July t,
2010i belring interest !t rares ranging tron 2-7Oq. b 7.89c
(4.10% at June 30.2O10)

20Ol Seneral obligation honds of $3,,155.m0 due in rnnual
insEllments ranging from S45.tXyJ ro $290,000 firough Juty t,
2026i bearinS inl€rest .ates ranging ftom 5-J)% tt, 7.5O%
( l-28% at June 30.2010)

2006 general obligarion bonds of $255,(m due in annual
iosmllments ranging lrom .$5.ffD ro $25.mO through Juty l.
2029: be.ning interesl rares ranging tmm 4.31% to 5.3tco
(.1.50% at Jone 30. 2010)

IIXIS general obliglrion boflds of $600,ffn due in annurt
installmenB ranging from $25.ffX) to $6O.0m throuSh July l.
l02fr bearing inreres( rates ranging from 6_6Oq b j _25%
( 1.53% a( June 30. 2010)

.l 17.0(x)

.105.024

,10.ux)

2,920.(XlO

1.10.0 )

4t
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COMIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF TSABELA

NOTES TO FINANCIAL STTTf,MENTS

Jutrc 30,2010

NOTE H- LONG.TERM DEBT- Con.inucd

2m6 general obligation honds of $3.010.(xn due in annunl
installments runging from $.10.fi)0 io $260,U10 lhrough July I,
:031r bearing interest rates ranging from 5_69% to 6]5%
(6.75% ar June 30, 2010)

2008 general obligation nole of $1,.125,(x)0 due in annuat
instaltmenrs rongiflB from $150,0OO lo gt40.000 throush July l.
2015; bearing inr€rest rates .mging fron t_53% to j.SO%
(1.53% at June 30,20lO)

20ll $ 4l9.rn0 $ 160.158,106.000 5213a2
438.m0 490,331
414.(m .156.799

506.0m 423.8(X
2,m6,0,00 t.688.877
2.053.024 993.(n5
I585.mO 3 t6.8t4

2031-2032 500.{xx)
Torals $ l{,187.02.1 $ s.J67.4tl

Oulsl{ndir!8

$ 1,875,m0

t,t75,fix)

s 8.11i7,02.t

The annual requiremenr to omonize gercral and sp€cial obligalion bonds and noles as of
June 30. 2010 follos:

June 30, hinciDrl Inrerest

2012
20tl
l0l4
201 I

20t6-2020
2021.2025
2026-2030

12
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COMMONWEALTH OF PUf,RTO RTCO
llIUNICIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMENIS

.lrne 30.201o

NOTE H - LONG-TERII DEBT- Continued

3. Oth.t lonqaem liafilirics

Not. prJrble to CRIM {Ll lS) - Orl June 27. 2mt rhe
llunicipillity entered into a financing agreem€nr wilh lhe CRIM
in the amount of $519,187 for rhe payftenr ofthe Municiptlity,s
share of rhe con of il management informarion rystem {LIMS)
ncquired by rhe CRIM for rhe managemeflt of mipayer's
propenies Iocated in Pueno Rico. The oore is payabte in
iemiannual installments of Sl4.8l7 including interesr of 5.95%
and is due on Nolember 28.2011. The amounr is repaid wirh
unresricted funds rhrough withholdings frcm lhe idvances of
propeny taJ( and amounts of the municipal equalization fund
sent to the Municipi ity by rhe Municipal Rev€nue Collection
Center (CRIM). Debt service requiremenrs in tuture years are as

June 30, kinciprl Interest

5 98.510

Oulstanding

$ 98,530

$ 61.168

201I
2017

Totals

64.719
13.81 I

4.914
I,006
5.920

Noae prysbl€ lo CRIM (Finsncidg of delinquent ,ccountsF On
April 2.2002, the Munic;paliry enrered ioro a financing
agreemenr wirh lhe CRIM io the amou.r of $4? 1.04t. to tinance
delinquenr propeny rax accoLrflrs sold ro privtte investors, under
the provision of t-aw No. 146 of October tl. 2U0t_ The
agreement is in the form ofa non-rcvolving line of credh beMng
interest of 6.5.,6 fbr rhe first 5 years md vnriable for lhe neJ(t
t\rcnty,iive years.It 125 poinrs over London Inrerbank Offered
Rate (LIBOR) and is due on December l,2032. A! describcd
;n Law No. I,16. interest payrnents for the tirst U!€ years were
iina@.^ed thrcugh .{li% of rhe net increase of subsidy provided
by the Commonweahh of Puerlo Rico \ general iund. Also.
during rh€ tirst ri\€ )e.rs nny collecrion from rhose detinquenr
nccourrs was credhed ro the loan principnl. Afier the fitth year
period the loan ourstlnding balance was restrucrured lor a
iwenty five years p€riod. The amounr is repdd with unrenricred
lunds through withholdings fiom rhe adlances of propeny lar
:rnd amounls of municipal equalizalion t-und senr 1() lhe
Municipality by rhe Municipal Revenue Collecrion Cenler
(CRIM). Debr service requirements in future ye,rrs llre as

43
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NOTE H - LONG-TERM DEBT - Continu€d

Jurl€ J0. PrimiDol

COMIIIONWEALTH OF PUERTO RICO
}IUNICIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMENTS

Jun 30,2010

Intercst

201 I
2012
20t 3

20r4
20 t5

20t6-2020
102t-2025
20262030
2031-2032

Totals

201 I
2012

Totals

$ 2.880
2.880
2,880
2.880
2,880

t+.102
14.402
14,{J2
5.162

$ 63.368

3.E97
3.717
3538
3.159
1.180

l].2 r3
8,73.1

4.255
.l4E

.14.-:t4 t

Note pryrble io Pu€rto Rico Solld Wrste Auttortt, - On
September 17. 2004, rhe Municipality entercd into a financing
agrE€fpnt with dre P.R. solid waste Aurhoriiy for a rotal
amount of $307,944 for unpaid operaring lcase charg$ related to
equipmenl used io fte Municipaliry's lmdfill. The agre€mc is
in the foIm of s non-intercst &{iiog note (impuEd interest of
696) payable in semiannual insllllm€nts of $20.0m (includin8
inrercso and a finat payrnent of $2?.944 in Jaouary I , 20 I 2. Thc
note balance as of June 10. 20t0 is n.r of an unamonizd
discoun! of $l.8lE aod is being paid from uffcsEict€d funds.
Debl iervice requirements in futurc yearc arc as follows:

Jun€ J0. PrinciDsl Int€rest

18J09
22,611
61,126

44
ORTIZ. RIVERA. RIVERA & CO.

Suir.lil.POBo\70150Sanluai.PR.L0916-7li0.PhoNl73irri68it.1.Fx\1787r1i1.0a61

61,126

l..l9l

$

$

$ r.818



CO}']\IONWEALTH OF PUERTO RICO
NIUNICIPALITY OF ISABELA

NOTES TO FTNANCTAL STATEIIIENTS

.lrne 30.2010

NOTE H- LONG-TERM DEBT- Cootinued

Not PrfblFPuerto Rico TrEssury Deprrtrnen! On February
16,:m7 the Nlunicipolhy se(led a legal cas€ for S825.m0 irnd
retinanced rhis debt on a long-term basis through a 5718,622
non-inlerest bearing note (impured interest rrte is 5.0O%). from
the Puerto Rico Depanmenl oflh€ Treasury.'fhe note is payable
in mon$ly insrnllments of$t3,750 (including inrerest) lkough
June 30, :0 I I . The nore balame &s of June -10, 20 , 0 is ner of an
unamortized dhcount of $4,183 rnd wi be repaid wilh
unreitricted fund! rhrough wirhholdings from th€ rdvances of
prop€ny tax and rmounts of municipal equalization fund sea o
rhe Municipalily by fte Municipal Reverue Collecrion Center
(CRIM). Debt service requireme,rts in furure years are as

160.617

Jun€ 30,

201 I

Principal Ioteresl

t60,6t7 I 1.1n3

Note pryabl€ S€caion lm Lorn cu.nnr€€ - The Municipality
entered into a firancing agreemenr wirh the US Depanm€nt of
Housing and Urban Developfient (HUD) througl a contract for
Inao Cuarantee Assisrance under Section 108 of the Housing
and Community Act of 1974, as am€nded. The agreemeor. tbr a
maximLrm commitment of S4.850,000 will finance the
construotiofl of a Yourh Sports and Educariod Cenrer. On
Ochb€r l, 2m7 ihe Municipaliry received $ t.2m.UD on
advarce funds under a 51.1.15.000 vnriable/fired rate note dlted
July 12,2007, bearing interesr at LIBOR +.20%,rnd due on
Augusr l,2013. On August 20.2009 the Municipatiry receiled
$3.650,Un r€presenting rhe remaining advance funds under a
$4,850.000 vari$le/fixed rate nore dated June 29, 2(m9 bearing
inrerest at LIBOR + .20% lrnd due on AugLrsr l, 2026. The VRF
Noie is derigned lo conven to a fixed rale note on its Conlersion
Drre. The following Commitment S.hedule ro lhe Note
represenls lhe agreed-upon.epaymenl s.hedule referred ro in the
Seution I0E commitme agaiflst which the Municipality
requests ldvaflceJ uhen lunds are needed. The tchedule of
principal and inrerest to the t'ixed rate Nore witl be fit€d out ,rs ot
rhe Corversion D,lte based on rhe cumularile lmounl of
rdvirnces per principal due date $at $e Municipaliry has
receiled on or before such dare- The Nore will b€ repaid from
rpproprialion of lunds trom the Communiry Devek)pmenl Slo,jk
Girnts/ Enritlemenr Cranrs Program. Inrerest paymenti on f'jscat
)err 2l)r)9.2010 Jmi)unh r. $2U.I ll. Debl \ervice requremenrs
in futur€ years are as follows:
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COMIIION}I E,ILTH OF PUERTO RICO
]!IUNTCIPALITY OF ISABELA

NOTES TO FINANCIAL STTTETTENTS

June]O 2010

NOTE H - LONG.TERII DEBT- Contirued

Jun€ 10,

l0t I

t0l:
:0ll
:0r4
:0t5

2016-2020
:02r 2025
2026-2021

Torals

Prlrlciprl

5 169.m0
:69.00{)
269,0fi)
:69.m0
:69,mO

1.1.t6,000
I.350.0fi)

$ 4.581,0m

Subsequent lo June l0 (July 21. 2010) the variable/tired rlle note
was co.vened to a $4,312,0{n fixed.aie note due on Augusr t,
2026. The face lmounr of the note wns based on rhe outstanding
brlance of rhe cumularive amounr of advances rhe Municipaliry
received on or before the cooversion date. Toral payment of
$5,593.111 {including interest of $1,281,311) wilt be repaid from
.rppropriarion of funds from the Community Development Block
Grrntv Entitlement Granb Program.

LardIi[ obllgitlotr - reprcsents rhe oulsranding balance of ihe
eslimated liabiliry for landfill closure nnd poslcloiure cnre
cosls, based on a 95% osage of rh€ landt'i,|. The kxal estimat€
for fiese cosls amounts to $4.8m.UlO lrs ofJune 30.2010.

Compcnsaled sbsences - includes accrued racarions. sick leav€
benefits .lnd oth€r benelits with similar characreristics \uch as
compensatory time; represenrs the Muoicipality s commihenl
1() fund such costs ftom [uture operarions. Amounr is repaid wirh
un.esricted funds.

Christmls Bonu3 - represen$ the accrued ponion conespondiflg
to fiscal year 2009-l{)l{) of fi€ Christmas tx)nus lo b€ p.rid in
December 2010.

Payrble to CRIII - rcpresenb the balanc€ owed ro CRIM at Jrjne
30, l0l0 tor ercess of dvrnces (,f prcpeny rar and orher
subsidies over preliminary amount ofproperiy tar collecrions tor
rhe filcal year ended 2010. The amourt will be repaid wirh
unresEiured lunds through withholdings from the advances of
p(,p€ny |a)( nnd aor)unr! of muni.ipal equltizarion t-und senl to
rhe Municipality by the Municipnl Relenue Coltection Center
(cRIM).
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COMMONWEALTH OF PUERTO RICO
I\TUNTCIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMEMS

Jua€ 30, 2010

NOTE H- LONG.TIRM DEBT- Co inu€d

June 30

Pslrble to PREPA - As required by Act No. li3 of M.ry 2, I94l
rhe Puerto Rico Elecrric Power Aulhoriry (..pREpA,.) shoutd
annually pay to rhe Municipaliries of Pu€no Rico a conrribution
in lieu of tar ( CELI") based on eenah requiremenh as
specified by rhe menrioned Act. The amount ofCELI obtigation
is used by the Municipalilies to finance the 0nnualeleclric uliliiy
er(pense paymenr lo PREPA. For fiscal year 2{D9 ihe
Municipaliry's annudl energy eharges amounted to $t.8Jt.56t
but fie CELI obligation amounred ro $1,103,t:14. The eicess
.lmount of $728,417 was recorded as a payable and ! rejeivrbte
for the same rmount and will be amortized over a rhree-vear
period. As uf Junc Jlr. 2010 rhe oursranding rmouni of $54,::047
includes r balance of $56.436 fiom fiscal ,€ar 2008 and is
reoognized by the Municipality as a receivable and a liabitily io
PREPA. Debt servicc .equiremenb in future years lre as

512,M7

20t I
2012-20t5

Totals

Principrl

s 299.24t
242,806

s 542.047
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NOTE T - LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGATIONS

commonwealfi and Federal l.rws and regularions require rhe Municipalhy to place a fiaat cover on its tandfill when
il stops accepring waste and perform cenain mainteflance and monirorirB funciioos atrhe randfill sire for rhiny yeffs
aller closure. ln addition ro $e operariog exp€ndirures related to ounenr aclivities of rhe landfill, an e;pcnse
provision rnd r€lared liability are being recognized based on furure closure and posr-closure care costs rhat wilt be
incurred near or after rhe date the landill no longer lcoepts wasre. The Municipaliry has perfonn€d a srrdy of the
.rcrivirier finr need io be implemenled al the Mufli€ipatity's landti ro !.omply wittr nppticatle taws ana regutarions_
As a result of this study, rhe Municipaliry ha5 recognized in estimared liabiliry for future ctosure and poir-tlosure

'rhe recognition (,f rhis liabiliry is b.sed on rhe anx)un. of rhe randfi used during fie ye!r. The estimared li,$iriiy
for landfill ck)sur€ and post-closur€ care cosrs hns an oursrandiog balance of $,1.58 t,i t5 ,r! of June lo, 20t0. whicil
is baed on a 957. usuge (!f the landfill. Ir is esrimared thar rn addirional $218,685 wilt b€ r€cognized as closure and
post_closure care expendilures berween rhe batance shee! dare nnd rhe date rhe landfil is erp€.led io b€ ti ed ro
capacity {April 201 l). The estimnrd otal current costs ofthe tandfiI cbsure and posrck]sure care (S,l.E(n,000) is
based on rhe .mounl rhd would b€ prid if arr rhe equipm€nl, faciriries ard services required to ckxe, moniror and
mainrain fie lmdfill were acquired as of June 10. 2010. However, rhe aciuat cosr of ctosure and ptlst-cbsure care
mny be higher due to inflation. chanSes in rechnology, or changes in landUll laws and regularions. As of.lune 10,
2010. rhe Municipality has nor made conrributions ro flnance closure and post-ckrsure care iosts_

$



COMMONWEAI,TH OF PUERTO RICO
I}TUMCIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTEJ-PROPERTYTAXES

The lttunicipal Rerenue colle.rion center (cRlM) of rhe comrnonweahh of puerto Rico is responsible for rhe
assessmen! collection irnd distribution of real and pe.sonal prope(y taxes. The tar on personal properry h selt_
assesled by the tlrxpayer. The assessment is made on I rerum, which must be fited with the CRIM by May 15 of
each ye rod is bas€d on rhe culrent value at the dit€ of the rssessmenr. Real propeny is assessed by fie'CRIM.
The lar is general assessed on January I on all rarable proFrty locared within the Nlunicipality rnd h based on the
rurrenl vtlue existing in the yenr 1957. For personal property rhe tar is due with $e .etum filed on or hefore May
I 5. Tares on real prop€(y may be paid on lwo equal i'sraltmenls. July I'r afld January I ". Toral rar rales in force a;
of June 30. 2010 ffe 7.03% for personal propeny ahd 9.03% for real property. The distributiofl of these rates

Person.l
ItoperE

4.$%

t _03%

2.004

Dcscription
Basic pmpeny tax ral€. *hich is appmpnatal for gencmt

p'rps€s d accounted in fte Mu capaiity's gen€ral
lund:

Percert that b€longs ro the Commonw€alrh's debt .ervic€

Percenr that helon8s to the Munrcrpaliry s Jebr \€rice
fund:

Discount Srant€d by law ro ihe Lrxpayers but reimbun€d !o
fie Municipality by fte P.R. Trtasury Departmenr:

Tolal p€rc€nr to be paid by iarpay€ls:

Rcrl
Property

6.00%

LO3%

2_$%
7.O3%

(-2O%J

6.83%

9.03%

__!2o%)*
8.83%

Residential real prop€ny occupied by irs owre. is ererhpr by taw from prop€rty raier on the first $I5,OJO of rhe
sessed v,llue. For such erempted amounts, the Pueto Rico Deparrment of Treasury assumes payment of the basic

rax to the Municipality. except for resid€ntial units Gsessed at less rhan Sl,sU) on which a complete exemption is
graoted. Revenue related to exempt propeny is recrxded in ihe Ceneral Fund. The Municipaliry granrs a comptete
exempr;on fiom personal propeny laxes up !r an ussessment vatue of $50.UtO to rettilers wilh annual net sales of
less than $ 150.U)0.

The CRIM idvonces funds to lhe Municipaliry based on an esrimate of speciat plernmenrat subridies 3nd lhe
property l.xei !o be levied rnd which are collecred in lubsequenr periods. This disrribution includes advances of
prope(y hx and amounts of municipal equalizarion fund from the Commonwenl$ golemmenr. Th€ CRIM is
required by law to prepare a s€rlement slar€menr on a t'iscat year haris, whereby a lomparison is made berween lhe
amounts advanced b Ihe Mun,cipdity ond anounls actually collected from rnxpayers.'the CRIM prepares a
preliminary sell€m€nt not larer rhan rhre€ monlhs.riier fiscal )ear-end and a linat senlemenr nor tarer rhafl sir
months alter fis.al year,end. If rctual collections exce€d rhe advances a rec€ivable tnrm CRIM is recorded.
Houever, if advmces exceed adual collecrions. a pay$te ro CRIM is recorded. A oer payable of S45,:t9O resulring
li'om th€ $rtlement for liscal year 2009 is re(orded as orher long-ierm debr in lhe government wide tinanciai
sratemenrs since it \,ill nor be paid wirh cunent available finrncial resources. A net receivabl€ of $93.r resutting
from the seltlement lbr liscal year 20lo is record€d in the general fund as defened revenue since is not ovailable ai
required by !urreflt !tandards.
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COMIIIONWEALTH OF PUERTO RICO
MUMCIPALITY OF ISABELA

NOTf,S TO FINANCIAL STATEIITENTS

JUD€ 30, 2010

NOTE K - NTUMCIP.{L LICf,NSE T{XES

Municipal_License rrxes .lre assessed annuatly by thc MLrnicipality ro all organizations or entiries subjecr ro rhe lux
doing business in lhe Municipaliry's locarion ercept tbr enlities lololly or plrti,rlly exempl pursuant to cenrin
Common*€.lih's stalutes. This t&\ B based ge.erally on volume of business or g.oss sa,es aa :ihown in n tnx retum
ih,It should b€ submited on or before April 15. During the fiscrl year ended rune 10. l0to the tar ntes were ;ls

Fi.ancial business - 1.50% ofgross revenues

Orher organizations .50% of gross revenues, except organizations in Special Devetopment Urbao Areas whilh
apply: up to $ lm,ffD - .30% of gmss revenues, and ftom $ tm.00l up lo $200.U)O - .40%.

The tar is due in rwo equal iflsrallments on July I and January I of each fiscal year. T revenue h recognized nt
ftnt moment by the Municipaliry. A dislount of 5% is allo\red wh€n fult payment is made on or beforc April t5.
Municipal license tlxes collected prio. to June 30 bur pe.laining ro ihe neJ(l fiscal year in fie amount of $2,i0S.279
is relorded as deferred revenues.

NOTE L - SALES AND USE TAXES

On July 4, 2006 th€ Commonweahh l-egislatue approv€d Act No. I t 7 (..Act I l 7 ') which amends the puerto Rico
Inrernal Revenue Code of 1994lo provid€. among orher rhings, for a sales and use tar of 5.5% to be imposed by the
Conmonweal6 Govemmenl. Act I 17 al$ aurhorizes each municipal govemmenl lo impose a municipal sales and
use tax of 1.5%. This municipal sales md use rax has in general the same tar b.$e and limilations (excepr for
unprocessed foods) as thos€ provided by the Commonwealth s sales and use tar.

section 6189 offte fueno Rico Intemal Revenue code of 1994, as amended. aurhorizes rhe Municipalities in puerto
Rico to impos€ a sales and use tax to consum€rs_ This iax musr be imposed in conformity wirh the base. exemptions
flnd limitations conrained in Subtirle BB of the Code. The municipal sates tlnd use lax is ipecifically imposj ove,
all sales lmosactions of taxable items and combined transacrions (as defined by the municipal inremal regularion)
t*en plac€ within municipal limits. The municipat sates irnd use tax is atso spe.itically imposed ov€r the purchase
price for the use, storage or consumption of rarable ransnctions (ns defined by rhe municipal intemal regularion)
uk€n place wirhin Municipal limirs- The Municipat lrgislarure approved the imposirion of the municipal sates .rnd
use tai. effective on Novemb€r l5- 2fiX.

On July 29.2007 the Commonwellth kgislature :rpproved Acr No. 80 (-Acr 80.) which inmend Acr No. 7 of
July4.2fi()6 to impose ro all the Municipaliries of puerto Rico a unitbrm municipat sales nd use rax of l.sqr.
Effective Augusr l. 2U)7 l% of rhe 1.5% is collecred by rhe Muni.iprliries .rnd the .emajning .5% ot rhe t.5% is
lollecred by rhe Pueno Rico Depa menr of Tre.$ury (PRDT). Acr 80 allo prolides aor restricrions on rhe use ofthe
sales hx, which is required to be invesred in soiid wast€ and recycling pro8rams. crpital improlements and heahh
and public safely cosrs.
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Junc 30.2010

NOTE L - SALES AND USE TAXES. Contihued

Amount collected by .he PRDT (the remainiog .5% of $e t.5%) is deporiled in nccoutus or \p€cial funds in the
Govemmenr.l Deveropment Brnk of puerto Rico ( cDB'), subjecr io resrriciions imposed ond disribur€d as

a..29"oflhe.5%willbedepositedina.MunicipalDevelopmentFund',tofinancecosbasres'icledbvthe
Acr,

b. -2% ofthe.5% wirl be deposired in a 'Municipal Redemprion Fund" ro finance krans to Municipnliries
subjecl to restricrions imfoJied by rhe Ad md.

c. .l% oIthe.5% will b€ deposited in ir.Municipat lmprovemenr Fund" to tinance capitat improvenenr
projellsj these funds will be disrributed based on legislation ftum rhe Coftmonweatrtr,s frgistarure

The Municipal Leghlarure approved rhe Municipal ordinance No. r5 series 2m7,20o8 to conform ro disposirions

lndividuals, orgaflizations and entities rubje€t to colle€t the municipal saler and use tax musr file a rax rerurn io rhe
Municipaliry. The rax is due the lod day of each month based on ihe tar co ecred in rhe preceding monlh. A toral
sl72'974 sales and use rrx receivable reprcsents rhe tilx cotlected on June by individuah,;rganizarioos and enriri€s
but reporred and paid to &e Municipatiry on or before Juty 20, n€r of uncoilectibl€ accounli 958,545 and g.13.966
represenh amorlnis of 'Municipal Devetopment Fund" and Municipal Redemplion Fund . resp€crively co ecred on
June bv individuals, organizdions and emiries bur paid by the PRDT subsequenr ro June 30. Tire amouar ofg23.53l
related to Municipal Development Fund is recorded as deferred revenue sinie is nor avnitable as required by currenl
staodards,

NOTE M - TNIERGOI'ERNMENTAL REVENUES

Inrergovernmental revenues in rhe GeneratFund are comprised of$e following:

CONTMONWEALTH OF PUERIO RICO
TUNICIPALITY OF ISABELA

NOTES TO FINANCIAL ST,TTEMENTS

Amouot of municipll subsidies rnd equalizalion fund lenr by CRIM
Compens ion ia lieu of ! ( [rom rhe Puerro Rico Ele.rric power Aurhority

(PREPA)
Reimbunement lrom Commonwerllh covernment of Chrirtmas Bonus

expendiiurc
Rcimbursement from Commonwealrh Golernm€nt of hw 52 piogram

erpenditures
Rcimhursemenl from Common!€llrh government - orhe. progrrms

1.651.767

2.367.707

293,769

t5.lt5l

l7-1,065
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COMIUONWEAI,TH OF PUERTO RICO
IlTUMCIPALITY OF ISABELA

NOTES TO FINANCIAL STATE}IENTS

NOTE N - RETIREI\IENT PT-AN

l. nn Aesciptio^

R€gular employees of the Municipariry conuibure lo a .orr,sharing mullipre emploler deflned benetir rerkemenr
plan administered by rhe Employee's Relir€meot System of rh€ Governm;nr of pueno Rico !n its
Instium€nEliries (ERs). ERs covers arl regular r-ull-lime pubric emproyees {.orking for lh€ cenral govemmenr.
ihe municipalilies add cenain public corporarions not having rheir own reriremen! stsrems. The sys;m provides
reliremenl penrionr. deith rnd di$brlity benefitr.

Retirement benefib deperd utrrn a8e ar rerirement and number of years ofcredired service. Disrbiliry reliremenl
benefils are lvailable lo members of occupalional rnd no occuparionaldisabiliti€s. Beneti6 vest ati€r ten !eu5of
plan paniciparion. The sysrem was crei ed uode. Acr ig7. approved or May 15. 195t. as amended, and'became
efrective on Jaouary r, 1952. Reriremenr benefils are determined by the appiicarion of sripulated benetir rarios lo
the memtler's ave.ag€ compenJario,r. Average compensarion h compuia based on lh; highest 36 mon$s of
cr)mp€nsation recognized by ERs. The ,.onuily. for which a plln member is eligible. is rimiled to a minimum of
$2tn per month and a maximum of75% ofrhe avemge comp€osation. ERS issGs a pubricry finamial repon &at
includes financial srarements and required suppl€menrary informdiod of the plan. which may be obrained rrom
rhe ERS.

Law No. 105 of Seplember 24. t999 amended the Acr No.,l.l7 of l95t and was enacted wirh the purpose of
establishing a new p€nsion program (sysrem 2fix)). The ne\r pension program becrme etr€ctive on January r.
2Om. Employees panic;padng in the cunenl sysEm as of December 3 I , I 999 may el€lt either to stay in the
defined b€n€rrt plan or lransfer ro ihe new program. personsjoining the governmenaon or arie. January l, 2G)o
willonly be allowed to become members ofthe new program.

System 2txx) is a hybrid defined conribution plan. also known $ a cash balance ptan. There wil be a pool of
pension assets, which will tE invesled by rhe system. rogerher wirh rhose of the currenr defined b€fl€tit plan.
Benetirs at rctiremenr age \rirr oor be guaranreed by lh€ sral. government afld will be rubjected ro rheiolor
accumulated balance of rhe savings account. The annuiry wiu b€ based on a formuta, which assumes thar each
year rhe employee's cootribution (with a miflimum of 8.275% ofrhe emptoyee.s s ary up to a maximum of l0%)
will be invesled in nn account which wirr eirher ( r) earn a fixed rat€ based on rhe rw;-y€ar constant Maturiry
Tre&rury Nore or. (2) eam a rate equat to 75% of the retum of the Synem.s investme ponfolio (net r;f
managemenr fees), or (3) eam ,l combinaiion ot both atrernariles. If rhe snvings accounts balance is $l0.filo or
les! at rime of retiremenr. rhe balance wilt be disrributed by the Syslem ro ih€ partilipant !s a lump sum.
Participanls receile periodic accounr sraremenls simitar ro rhose of deuned conribuli()n p!!ns showirg rheir
accrued brh0ces. Disabiliry prnsions are nor been Sranred under fie new prugram. The employer conrriiutions
(9.175% of the employee s srlry) will be used ro fund rhe curreor ptan. Under Slstem :U)0 ihe rerireme age is
reduced from 65 years to 6{) ibr those employees who joined the cune ptan on or.rfter April I, l9q).

June 30.:010
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COMIIIONWEALTH OF PUERTO RICO
NIUNICIPALITY OT ISABELA

NOTES TO FINANCTAL STATEIITENIS

Jrne.l0.20l0

NOTE N - RETIREMENT PLAN - Contioued

2. Fundins polict

'[he Act.l"l7, as amended. is the lulhorily und€r whieh obligations to contribute ro the Plan by rh€ Ptrn members.
emplolers .rnd o$er cont ibuting entities ,re established or mly be rmended. Plan members are required ro
conlribule 5.775% of gross salary up to S6.600 plus 8.275% of gross !,rlary in €xcess of $6.600 excepr for th€
Mayor or employee under a supplemenhtion plan, which conuibutes 8.275% ofgmss salary. The Municipality is
required ro con$ibute 9.275% of gross salary.

The Municipality's uctual cofltribution for rhe current and the prcvious lhree fiscal )ears, which is equal ro the
required contriburior! follows:

Fiscal year ended: Llw No, J47 System 2000

$ 2-',]4.155236.9302010

1009

2008

2t5,219 $ 210.758

?,1r,665 $ l.l8.l0E

NOTE O- POSTEMPLOYMENI BENEFITS

In iddition b the p€nsion benetirs described ifl Note N. the Municipality i5 required ro cover annually fte 3%
incrcase in the rcrirem€nt plan of its rerted employees, as required by Commonwealrh s laws. Also. lhe
Municipality is requ;red io finance costs related 10 the application of cerlain Special Laws' issued by lhe
Commonwealfi Colernment. Those Special lnws granted increases in pensions and other b€nefits io reiired
€mployees of the Municipality such as medicines bonus, Chrislmas bonus rnd derth benefits. For the liscal year
2010. cosb relared lo theie posr emphyment benellls rmounted to $ l87..ll l.

NOTE P- COMMIT}IENTS

L Ope.ating leds.s

The Municipality leNes otfice spa.e and oft]ce equipment under operating lease agreements. which gen€rally
have terms of one year or less .rnd are .rutomatic.rlly renewed fbr the same terms. Rertnl erpenrcs amounied to
$398.527. Management believes ih.rl the \ummdry of the lutur€ minimum .enlal commilments uoder non-
caflcelable equipment leases with lerms exceediog one year is nor signilicant-

The Municipalily has commihenls al June lO. 20 lO of approximately $,t.928.380 for coostruction, improlements
or reno!,uion oicenain capilal asseis.
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CONI}IONWEALTH OT PUERTO RICO
ITUNICIPALITY OF ISADELA

NOTES TO FINANCIAL STATENIENTS

June J0,:010

NOTE Q - CONTINGENCIf,S

l. Fedaral and Connon*ealth {ants

Projeca lidanced by Federal and Commonwealrh's Crants llre subject to ,tudirs by granrors nnd other
govemmenral agencies in order ro derermin€ rhrt rhe €rpendirures comply wirh $e conditions ofsuch Sranls. Ir is
the Municipality's opinion that no lditiond m.uerial unrecorded tirbitiries w,[ $ise from audib;r€viousty
peaformed or to perform,

2. Dtigations

The Muicipaliry is, at present. a defendanl in a numbcr of tegal ma(ers rhat &ise in the ordinary course of rhe
Muni.ipaliry's acriviries. There are cases whereby the Municipaliry is a defbndant or codefendanl rhat wir be
covercd by insuance. certain cases whereby rhe legal counsel has nor derermined an ourcome and other cases that
will noi be covered by insurance. Ho\!€ver. ir is rhe opinion of rhe Municiprlily nnd rh€ legal counsels rhar, based
on fieir exp€rience. luch acrions aod the porential litbilhies wi nol impair the Municipaliry financial posiiion.

NOTE R - FUND BALANCE DEFICITS

'fhe Head Stan fund and cenain sp€cial tunds included as other gover.mental funds ;n the fund stalemems disckrs€d
fund balaoce deficits as follows:

Hed Stan

O(her Covemrental Fundsl
P.R. Tmlfrc SaletyCommi$ion

Child Cd. (SENDEC and Summe.Camp funds)

Rccycling 20m

PINI fund

P.R. Depanmert of Family - Pres

Amount

$ t71.590

$ 2.1,I I I

s 115,216

5 139.319

81.515

t22_699

The deticits results from rhe accrual of ei(penditures wirhout rceruinS intergolemmental relenues fi)r
reimbursement of expenditures. As .equired by currenr lhndards, rhe Municipatity .ecoftled inrergove.nmenlal
rerenues lor these reimbursement (eipendirure-driven) granLs on fund \tllrefients when alt applicabt€ etigibility
r€quirements have be€n met aod the resources are rvailllble.
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COI!flITONWEALTH OF PUERTO RTCO
iITUNICIPALITY OF ISABELA

NOTES TO FINANCIAL STATE]IIENTS

Jun 30,2010

NOTf, S - NET ASSETS \ IUND BALANCE RESTATEMENTS

Th€ followirg table disclosed the net .hange in net nssets and fuod batances il b€ginning of year 15 previously
reported in rhe tinamial srarements. The beginning bahnces hale been restated as tbl,ows:

\el Ar*ts
Olt.r Oo@o,rity cor.mh€(;or.Mtd D.v€lopmr alet *ld.

(;rutrtFund slaremdt!
F6d Baldce / net 6s.ts, al hegi.ning of

,.e, s Pr€liousl, Epon€.l

R.llai'icrlio. ol Saio 108 l,a.
Cu.mle sneial fund io rlr. Communit,
D*elopn..r Alak Crant Fund

B,loe of consrErid in pmgBs of n
infBtrBllE rsd - impFvem.nE !o
sdrts Md oa& nol Eord€d in pevioG

Cmtion of .mr, mcutul.red &?Ni im
on disposal of inf6dct@ 6sd in

Fund 6ald.. / ..r 6*l!. at 6d ol yee, s

$ 7,089,5t6 S ct6,67l) 5 58.161.96:l

l8l,r2.r)

( o.o.o.Jlr 1 bn .|l: S rr '\a..rl
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COMMONWEALTII OT PUERTO RICO
1!TUNICIPALITY OF ISABEL.,I

NOTES TO REQUIRED SUPPLEMENTARY INFOR]IIATION "
BUDGETi\RY COIIPARISON SCHEDULE - GENERAL FtiND

June30.20l0

NOTE A. BUDGETPROCESS AND BUDGETARY BASIS OF ACCOUNTTNC

The Municipal budget is prepared tbr lhe General Fund following the requirements of the Aulonomous Municipal
Lnw of Igltl. as rmerded. h is devehped ulilizing elements of performrnce-based prcCxam budgeting and zero-

b,rsed budgeiin8 and includes estimates of revenues .rnd other sour.es for ensuing fiscul year under laws exisling rl
the rime fie budget is prepared.

Budget nmendmenls are lpproved by lhe Municiprl kgislature. Cerlain budget lranslers within the limitations and

reitrictions of lhe Municipal Inw can be approved by the Mayor or by lhe Municipal lrgislalure. The budget

comparison rchedule provides intbrmation aboul lhe originnl budget, the amended budgel .rfld the aclual results,

uod€r rhe budgelary basis ofaccounling.

The budgetary bash of accounting is different fiom CAAP. Revenues .rre Senerally recorded when cash is received

and expendirures are generally recorded when fie related exFndilure h incurred or encumbered. The encumbrances
(ihar h. purchase orderu, contracts) are considered expeodilures when a commihent is made. On a GAAP basis,

encumbrances outst.nding at year end are reponed in the govemmental funds slatements as a reservation of tund

balance since fiey do nor constitute expenditures or liabililies while on a budgetary bnsis encumbrances are recorded

as exp€ndilures of current year. Encumbrance lppropriaions lapse one year after rhe end of lhe fiscal year.

Unencumbered appropriations are lapsed at year end. The legal level of budgerary conlrol (he level at which

exFnditures may noi legally exceed approprialion9 is al the funclion level.

The pr€sentation of the budgetary data ercludes ofter appropriations such as capilal Proj€cts, debt service and

special revenue funds t'€€ause projects ilIe funded on a multi-yeff nature, generally requiring severrl years to
complere or effective budgetary control is ahernatively achieved through general obligalion bond indentures and

legrl flnd u,,nira.lual grrnt agreement proti\ions.

NOTE B . BUDGET TO GAAP RECONCILIATION

The accompanying budgeiary cofipari$n schedule presents comparisons of the original ffid final legally ndopled

budget with actual daln on a budgehry basis. Since accountinB princiPles rpplied for fie purposes of developing

dara on a budgetary baris ditfer significlntly from thole used to present accounting principles g€flerally accepted in

rhe Unired Starcs. the following budget to GAAP recoociliation is presented:
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CO}I1ION1VTALTH OF PUERTO RTCO
}TT-ITICIPALITY OF' ISABELA

:{OTES TO REQI IRED SUPPLE}TENTARY NiTO&UATTON.
BUDCETARY CO}IP.{RISO:{ SCHEDULE . GL\trRAL FUTD

Jotr. J0.2ol0

IIOTE B ' BUDCEA aO GAAP RECONCILIATION - Conlbs.d

Excels ot rev€nues rnd othcr finr[cin! source. ov.r e{cndtturrs ond othcr fitrroclng
N.. (hudgetlry b$l!)l

Bulg.r to GAAP differcmes:

trntlg difle]clrces:

Non budSeled tunds reco.ded $ r€venues for financirl reF)nins pu.r,oses:

Nor b'dgctcd funds recordcd .l! erp€nditur€s for financial repdingr

Non hulgclcd transf€rs in:

Non budSeted trnnsfeB out:

Brsl! of 3ccoudlng dllfe.ences:

Rev€.ues rccorded for financial reponing purposes but not in hudgeBry b6is:

Expenditues rccodcd for fin rrcial reporting purposes but not in budget!ry hasis:

Revcnues r€corded in budgelary hnsis but not for flnae.^ial reponing purposes:

Ttmiog dlfter€nces:

Cuent yee encumbmes Ecoded 6 expenditues for budSetary .epo.tin8

ftior year encumbranc€s Eco.d€d asexpe.ditu.s for fi.amialrcpninS

Nei rhrr8. io fund b.l8nft (GAAP b.si!):

s 1.704.516

2.20E..161

(.l.ll2.E9t)

2.7@.119

(166.182)

E.16.:l5O

(1,375,66r)

1573,765)

t56.l4l

( t6). t00)

s l t.l2J
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S U P P LE M E NTARY I N F O R M AT I O N
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COTTIMONWEALTH OF PUERTO RICO
}IUMCIPALITY OF ISABELA

NOTE TO SUPPLEITIEMARY INT'ORITATION . FINANC1AL DATA SCHEDULE

June30,2010

NOTE A- BASTS OF PRESENTATION

'[he accompanying tinancial dar! schedule (FDs) is a rial balance of rh€ sedion 8 Houiing choice voucher
Program tdminisrered by !h€ Municipality. The FDs was created ;n order ro \randardize rhe financial informalion
reponed by Public Housing Aurhoriiies (PHA) to lhe Real Esrare Assessmenr Cenrer (REAC)..N required by the
Unltorm Fiflaflcial Repning Shndards (UFRS). REAC is lhe US Dep.nmenr of Housing rnd Urban Delelt)pment
(HUD) nalio.nl maflagement center creared ro assess rhe condition of HLID owned ,ni assisled propenie;. The
UFRS are rules to implemenr requiremenb of 24 CFR, prn 5, Subp,,'l H. for $e etectrunic nti;g;f financial
intbrmorion to HUD.

In accordance wirh the guidelines for rep()ning and atlesrarion requiremeflts of uFRs. the rccompanying FDS is
included as informarion lupplem€orary to the rinancial sraremenB. Ir was prepared using rhe accrual bash of
accounring, as required by REAC regulations.
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COIVTMONWEALTH OF PUERTO RICO
IIIUNICIPALITY OF ISABELA

NOTES TO SCHEDULE OT EXPENDITURES OT FEDERAL AWARDS

Jun. J0,:010

NOTE A- BASIS OF PRFSENTATION

The accompanying schedule of ErFJ€ndirures of Federar A\rards iocrudes rhe federar grmt activiry of rhe
Municipality under p.ogams of rhe federal govemmenr for rhe year ended Jun€ lo, :010. rhe informarion io rhis
s.hedule is presenled in accordance wi.h the requirenenb of OMB Cncular A-l33...tx..Irr oJ States. lical
aotern,,ents d,klNottpn,fi oryani.atn*.Thercforc. some amounts presenred in fiis rchedure may differ from rhe
amounis presenld in, or used in lhe preparation oi rhe basic financill stat€menN. Because rhe,itredule presenrs
only a selected ponion of rhe operaiions ofrhe Municipaliry. ii is noi inrended ro and does nor prEsenr oe financiai
posirion and changes in net assers ofthe Municipatity.

NOTE B -SUMMARY OF SIGMFICANT ACCOUNTING POLICIES

Exp€ndilur€s reponed on fte schedule are reported on rhe modirred accrual b sis oi a,icounring. such exp€nditures
)re recognized when the relared liabiliry is incun€d follo\ring rhe cost principles conrained in oMB circuta. A,lt7
CostP nciples fot State, lncaladlniianTribatCore n?nts. wherein cenain types of erpendirures llre not
allowable or are limited,rs to reimbursemeni

The catalog of Federal Domeiric Asshiance (cmA) Numb€r is a progrcm ide itication numb€r. The first rwo
digits identify rhe federal depnnmentor agency that administers rhe program and rhe lasr tree numbers are assigned
by numerical sequence-

Slare or locai govemme redist butions of federal awards to dje Municipatiiy. kno wn .rs . pass_lhrough awards...
should be rreated by rhe Municipaliry ns rhough they wer€ received direcrly trom rh€ feder,rl govern;ent. OMB
circular A_l3l requires rhe schedure to include rhe name of rhe pass-rkough enrity nd ihe idenrifying number
rssigned by rhe pass,through enriry for the federal awards received a\ a rubrecipient. Numbers idenrified a; N/A are
not applicable and numbers identilied as N/AV a.e nor lvaihble_

NOTE C - RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS TO THE EXPENDTTURES PRESENTED IN THE BASIC
FINANCIAL STATEMENTS

rund
$,
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Slart

t0.558
l.l.tt7t
t1.218

ARRA- t.r.25l
11.248

r-1.2:8
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91.6{X}
ARRA -93.70E

91.(!tr
ARRA 9]-707

Prosrum Fund
r

79{1.857
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107.5:0
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t.06t.928
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COMMONWEALTH OF PUERTO RICO
NIUNICIPALITY OF ISABELA

NOTES TO SCHEDULE OF EXPEIYDITURES OF FEDERAL AWARDS

June!0,2010

NOTE D - RECONCILIATION OF EXPENDITURES PRESENTED IN TIIf, SCHEDULE OF
EXPENDITURES Otr FEDERAL AIVARDS TO THE EXPENDTTURFS PRESENTED IN THE BASTC
FINANCIAL STATETIENTS - Continu€d

Dtrelopmert Elock
Crrnt ProSnmCFDA i\.'G /

Othel

Fuftb

Head
Sllrt

9t.575
ARRA - 93_7tl

9',1073
97.074

Tota.l non-lederal d*ards

Toral cx perd itures. tund

J6r.26l
9.161
5.59E
.{.750

3.2t5.E69 t.0:3.211 t.05t.039

3. 6.795

T .]JJ536o $ t.0zJJlJ I r.l67.EJ4

NOTE E -LOAN GUARANTEE LOAN OUTSTANDING

The Municipality received on ocrob€r r, 2m? $r,20o,txJ0 on advance tunds under a $ t.3il5.(x)o variabre/fixed rate
note dated July 12' 2007. on August 20, 2ff)9 the Municipatiry received s1.65o,000 repres€ming rhe remaininS
advance funds under a 9,850,000 variabre/fixed rare note dared June 29, 2{n9. The federal award will finance rh;
constuction of a Yourh Sports and Educarion Cenrer. The Munilipality expended gt,810.027 trcm rhese proceeds
during tiscal year 2009-2010. The tbllowing represems lhe torn outstanding brtance as of June 10, 2010:

CFDA liG Pmprrm Jrme
OutslandlnE

Communiry Dcvelopmenr Bl@k Crm$ Secrion 108 Lo.m currmrees _!___jl!.L!!o

NOTE F - SUBRECIPIENTS

Of the federul €rp€nditures presenred in rhe lchedule. the Muniripatity provided federal

1.r248

Proqram Name

awards to subre.ip;enls

suD.(ipienls

ARRA - Homeles PEverrion od Rlpid,Re,Housing pmgram
Te(hflicnl Assislance
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INDEPENOENT AUDITORS' REPORT ON INTERNAL CONTFOL OVER
FINANCIAL REPORNNG AND ON COMPLIANCE AND OTHER MATTEBS

BASEO ON AN AUDIT OF FINANCIAL STATEMENTS PERFOFMED
IN ACCORDANCE WITH GOVEFNMENT AUDITING STANDAROS

To the Honorable Mayor and
Municipal Legislatu16

Municipality ol lsabela
lsabela, Puerto Rico

We have audited the financial statements of the governmental activities, each major fund and
the aggregate remaining lund inlormation of the Municipallty o, lsabela, as of and tor the year
ended June 30,2010, which collectively comprise the l,lunicipality,s basic financial statements
and have issued our report thereon dated December 22,2010.' We conducted our audit in
accordance with auditing standards generally accepted in the united states ot America and the
standards applicable to linancial audits conlained in Govenment Auditing Standads, issued by
the Comptroller General ol the United States.

lnternal Control over Financial Reoortino

ln planning and performing our audit, we considered Municipality of lsabela,s internal control
over financial reporting as a basis for designing our auditing p;ocedures for the purpose ol
expressing our opinion on ths linancial statements, but not for the purpose of expressing an
opinion on the elfectiveness ol the Municipality,s internal control over linancial repoiing.
Accordingly,.we do.not express an opinion on the eflectiveness of the Municipality,s intern;t
control over linancial reporting.

A deficiency in inlernal control exists when the design or operation of a control does not allow
manag€menl or employees, in the normal course of performing lheir assigned functions, to
prevent or detect misstatements on a timety basis. A matenat weakness is a-control deliciency,
or combination ol deficiencies, in internal control, such that there is a reasonable possibility th;i
a material misstatements ot the entity,s tinancial statements wifl not be prevented, or detected
and corrected on a timely basis.

Our consideration of internal controt over linancial reponing was lor the limiled purpose
described in the first paragraph oI this section and was not deJigned to identily all deficae;cies
in internal control over tinanciar reporting that might be deficienaies, signilicanl deficiencies or
material weaknesses. we did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above,
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Comoliance and Other Malters

As part ol obtaining reasonable assurance about whether the irunicipality of lsabela,s financjal
statements are free of material misstatement, we perrormed tests ol its compliance with certain
provisions ol laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and matedal etfect on the determination of linancial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective ot our
audit, and accordingly, we do not express such an opinion. The resulls of our test disclosed no
instances of noncompliance or other matters thal are required to be reported under Goyemment
Auditing Standatds.

We noted certain matters that we have reported to management ol the Municipality of lsabeta in
a separate letler dated December 27, 2010.

This report is intended solely lor the information and use ot the audit committee, Commissioner
Oflice of lrunicipal Atfairs, management and the federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified
parties.

San Juan, Puerto Rico
December 27, 2010

O^tr3,'r\'.r.^,,]\,r...0 \ L
The stamp 2586328 was
to the original of this
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Pu€no Rico BordoICenifi.d

INDEPENOENT AUDITORS' REPORT ON COMPLIANCE WITH REOUIREMENTS THAT
COULO HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAIOR PROGBATII

AND ON INTEFNAL COI'ITROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR AT33

To the Honorable Mayor
and Municipal Legislature

l\,runicipality of lsabela
lsabela, Puerto Rico

Compliance

We have audited Municipality of lsabela's compliance with the types of compliance
requirements described in lhe U. S. Office ol Management and Budget PMq Circulat A-133
Compliance Supplement lhal could have a direct and material etfect on each Municipaiity ol
lsabela' major federal programs for the year ended June 30, 2010. irunicipality of lsabela,
major federal programs are identilied in the summary of auditor's results section ot the
accompanying schedule ol findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of Municipality ol lsabela' management. Our responsibility is to express and
opinion on Municipality of lsabela' compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States ot America: the standards applicable to linancial audits contained
in Covemment Auditing Slardards, issued by the Complroller General of the United States; and
OMB Circular A-133. Those standards and OMB Circular A-133 require that w€ plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above thal could hav6 a direct and material effect on a
major lederal program occurred. An audit includes examining, on a test basis, evidence about
Municipality ot lsabela' compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believo thal our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination
on Municipality ot lsabela compliance with those requirements.

ln our opinion, the Municipality of lsabela complied, in all material respects, with the comptiance
requirements referred to above lhat could have a direcl and material eflect on each of its major
lederal programs for the year ended June 30, 20'10. However, the results of our auditing
procedures disclosed instances of noncompliance with those requirements, whlch are required
to be reported in accordance with OMB Circular 4-'133 and which are described in the
accompanying schedule of findings and questioned costs as item 10-1.
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lnternal Control over Comolianco

The manag€ment oi lrunicipality of lsabela is responsible for establishing and maintaining
ellective internal control over compliancs with the requirements ol laws, regutations, contracta
and grants applicable to federal programs. ln planning and perlorming our audit, we considered
Municipality ol lsabela internal control over compliance with requirements that could hav6 a
direct and material effect on a major federal program to determine the auditing procedures for
the purpose of expressing our opinion on compliance and to test and repori on internal control
over compliance in accordance with OMB Circular A-133, but not lor the purpose ol expressing
an opinion on the effecliveness ot internal control over compliance. Accordingly, we do noi
express an opinion on the etfectiveness of the Municipality's anternal control over compliance.

A deficiency in internal control over compliance exisls when the design or operation ot a control
over compliance does not allow management or employees, in the normal course ol performing
their assigned functions, to prevent or detect and correcl noncompliance with a type of
compliance requirement ol a federal program on a timely basis. A material weakness in internal
control over compliance is a deticiency, or combination of deficiencies, in internal control over
compliance, such that lhere is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be p.evented, or detected and
corrected, on a timely basis.

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

The Municipality of lsabela's responses to the findings identified in our audit are described in the
accompanying Schedule of Findings and Ouestioned Costs. We did not audit The i/unicipality
of lsabela's response and, accordingly, we express no opinion on it.

This report is intended solely for the intormation oI the management, Commissioner Office ol
Municipal Aflairs, others within the entity and tho federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specilied
parties.

^tl3ir,,il;r-o \ LSan Juan, Puerto Bico
Oecembet 2T,2O1O

The slamp 2586329
lo the original ol this
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF ISAAELA

SCHEOULE OF FINDINGS AND OUESTIONED COSTS
FOR THE FISCAL YEAB ENOEO JUNE 30, 2O1O

1. SUMMARY OF AUDIT RESULTS

a. The auditors' report expresses an unqualiried opinion on tho basic linancial statements
of the lrunicipality of lsabela.

b. There were no significant deliciencies on internal control.

c. No instances of noncompliance material to the financial statements ol Municipality of
lsabela were disclosed during the audit.

d. There were no signilicant deticiencies on inlernal controls over major programs.

e. The auditors' report on compliance with requirements applicable to federal award
programs lor the lvlunicipality ot lsabela expressed an unqualified opinion.

f. Audit findings relative to the major federal award programs for Municipality ol lsabela
are reported in number 3 of this schedule.

g. The programs tested as major programs include:

1) Section I - CFDA No. '14.871

2) Community Development Block Grants - Section 't08 Loan Guaantees - CFDA
No. 14.248

3) Community Development Block Grants / Entitlements Grants - CFDA No. 14.218
4) Community Development Block Grants ARRA / Enti ements Grants - CFOA. No.

14.253
5) Head Start - CFDA No. 93.600
6) Head Stad ABRA - CFDA No. 93.708
7) Child Care Oevelopment Block crant - CFDA No. 93.575
8) Chald Care Development Block Grant - CFDA No. 93.713

h. The threshold lor distinguishing types A and B programs was $300,000.

i. l/unicipality ol lsabela was determined to be a low-risk auditee.

2. FINDINGS . FINANCIAL STATEMENTS AUDIT

None
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3.

COMUONWEALTH OF PUERTO RICO
MUNICIPALIW OF ISABELA

SCHEDULE OF FINDINGS AND QUESTTONED COSTS (CONNNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

FINOINGS AND OUESNONED COSTS - MAJOR FEDERAL AWARD PROGHAM
AUDIT

a. Chlld and Developmont Block crant - CFDA No. 93.S7S

. Condition lGl

The i/unicipality did not compty with the requirement of preparing and liling its
federal financial reports on a timely basis. During our examination, we noted that
the Municipality did nol send on time the quarterty report lor the following period
ended:

Reoorl
Date to bo Dat€ SubmtttedPeriod S!&[iBd Submifted Lalf

Expenditures October to
Report December 2009 O1l15l2O1O O4t14l2O1O X

Expenditures January to March
Report 2010 O4l15l2O1O 05/19/2010 X

Expenditures April to June
Beport 2010 7l15l2O1O 0€/18/2010 X

Criteria

The Contract Number 241-2010-000085, into the Municipatity and ACUDEN (the
Agency) establish on clause number seven, an accrued expenditures report for
the quarter ended June 30, 2010 should be submitted during the first ten calendar
days ol the lollowing month. ln addition, a balance sheet or final repo( should be
submitted for the quarter ended September 30,20't0 during the tirst lifteen
calendar days ol the following month.

Cause

The above situatioo occurred because the Municipality did not ensure to verify its
reponing requirements tor this program.

Etfect

The p.ogram is not in compliance with the reporting regutations.
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COMMONWEALT}I OF PUERTO RICO
MUNICIPALITY OF ISAAELA

ScHEDULE OF FTNDTNGS ANO OUESnONED COSTS (CONINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Recommendation

The i,lunicipality should verity and become lamiliar with all administrative
requirements applicable to each federal financial assistance program, especially
when new grants are received. This can achieve by obtaining the inlormation
applicable to the program trom th€ pass"thru grantor, federal grantor, or the
Catalog of Federal Domestic Assistance ("CFDA'), which is available trom the
federal governmenl.

Ouestioned Cost

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABELA

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS ANO OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Ouring the current examination, follow-up was givan to th€ tindings informed to the Municipality

- in prior years. lt was noted that corrective action has been taken, except lor certain conditions

that still exist and require turther action. These are included in lhe accompanying Schedule ot

_ Prior Year Audits Findings and Ouestioned Costs.
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COMMONWEAITH OF PUERTO RICO
IIIUNICIPALITY OF ISABELA

SCHEDULE OF STATUS OF PRIOR YEAF
AUDrT FTND|NGS AND OUESITONED COSTS (CONINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2OIO

Finding / Noncompllanc. Stalua

Communlty Condltlon o$l
Dcvolopmenl
Block Gr.nl The [4unicipality did not include in lhe construction Condition was

- CFDANo.14.218 conlracts a provision or lor cornpliance with ths corrected.
Cop€land 'Anti-Kickback' Act and tho Contract Wo.k
Hour and Salety Standards Act seclions 103 and 107.

Condltlon 092Chlld Car.
Oevelopmenl
Block Granl The l\,lunicipalily submiited late lhe quarterly reports for Condition still

- CFOA No.93.575 Fund request (Form CC-004) of Octob€r 2008, January prevailg.
2009 and April 2009 to ACUDEN.
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CORRECTIVE ACTION PLAN

ORTIZ, RIVERA
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