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f?rGosz.qrrz Tonnrs & Co. CSP
Vl Certified Public Accountants and Consultants

INDEPENDENT AI'DITORS' REPORT

The Honorable Mayor, Membars ofthe
Municipal Legislature of
the Municipality of Isabela

Isabel4 Puerto Rico

We have audited the accompanying financial statements of the govemmental activities' each

rn"l.in-A -a fi" "gs."gate 
r;ai;ing flrlrd idormatiol of the llunicinalitl of Isabela of the

Commonweafth of PuJrto iJco (the 'Municipelity"), as of and for the year ended Jlme 30, 201 I '
.rlich colt".tiuely compds" tne Municipaiity's Uaslc financial statements as listed in the table of

contents. We have also audited the ac-companying statement of revenues and expenditures -

budget and acnral * budgetary basis - general fiInd of the municipality for the fiscal year then

endJd, which is prese*ed as pafi ofthe basic financial statemeuts' These financial stateme s are

ttre te"ponsOifity of Muuicipality's maoagemetrt. Our rcsponsibility is to exF€ss opinions on

these financiat statemeots based on our audit

We conducted oul audit in accoidance with auditing standards generally acc€pted in the United

States of America and the stan<tards applicable to furancial audits contained in Govemmental

aJftirg St 
"d-d", 

issued by the Comptroller General of the United Stat€s- Those standards

*quile ;hrt *. ptan antl periorm the audit to obtain reasonable assurance about whether the

fi;cial stateme;ts are Aee of material misstateme't. An audit includes slamining, on a test

basis, evideoce supportirg the amounts ald disclosures in &e financial statements' An audit also

in"t"ao *r.*i"i the accounting priociples used aod sigtri.fic€Dt estimates made by

a-ug"-"ot, ^ ,itt as evaluating the overal firaDcial statemeDt presetrtation- we believe that

our audit provides a reasonable basis for or-u opinions.

In our opinioo, the financial statements rcfeE€d to above ples€nt fairly,-in atl maferial respects'

G ,"rp.",i*- f"-"ial position of the governmental activities' €ach-.major fimd, and the

"ggr"gul" 
."rnui"i"g funtl information of the Arrtono-o,s Municipality of Isabela of the

c?-oio"*.altn of rerto Rico, as of Juoe 30,2011, and the respective changes in financial

position, thereof for the year then ended in conformity with accouting pdnciples generally
'accepted in rhe United States of Ameiica- In addition, in our opinion, the finarcial statements

r"i"fu-to ulo"" p.""e faAly, in all matedal rcspeats, the budgetary resr ts of tIrc gercral fimd

for rhe fiscal year thur ended in cooformity with the budgetary Gtatutory) basis of actormting' as

descdbed in Note I to the accompenying basic financial statements

In actordaoce with Govemment Auditing Standards, v,/e have also issued our eport dated March

l, iOiZ, o" o* 
"o*ideration 

of the Municipatity's intsmal cfitrol over financial rcporting and

on our tess of its compliarc€ with c€rtaiD ptovisiors of laws' regulations' contracts, and grmt

agreernent" anrt otlet matters. The puxpose olthat report is todescrib€ the scope of our testhg of
initemal coutrol over finaocial reporting and compliance and the results ofthat testing and not to

[o"ia" - opmon oo intemat controiover financial rcporthg or on compliace That repod is
'- i"trsa l'art of an auclit performed iD accordance with Govemment Audithg Standarcts and

should be considered in ass€ssing the rcsults ofour audit.

Rio Piedras Heights, Ca[€ Tloto #1733, Satr JuaD, P& 0092G3252

T.t. (187) 306-1T't Fax (787) 625-9803



INDE,PENDENT ATTDITORS' Rf,.PORT (CONTINTTED)

Accounting principtes generatly acaepted in the United States of America requirc that the

-r"rg"-iti ai""*ri* oo pug"" 13 through 29 be ples€nled to supplement the basic financial

stateJens. Such information, although not a part ofthe basic financial statements, is required by

the Governmental Accouotitrg Standards Board, who considers it to be atr esseDtial part of
fioancial reporting for ptaclng the basic financial statements in an appropriate operational,

ecooomic, or m6rlcat 
"onte*t 

We have apptied certail limited procedues to the r€quted

supplementary infomation in accordance with auditing standards gercratly accepted in the

U#ted States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for coosisteocy with maDagement's

,"rpon""" to our inquides, the basic financiat statements, and other knowledge we obtained

during our audit ofthe basic financiat statements. We do not express an opinion or provide any

assurince on the information because the limired proc€dues do not provide us with sufficied

evidetrce to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial stalemeds rhat

cotlectively comprise the Mrmicipality's financial statements as a whole. The intoductory

sectiorL combiniry and individual nonmajor firnd financial s{atements atrd statistical s€ction, arc

presented for pufuoses of additional analysis and are not a required part of the finarcial

stiatements. fte accornpanying schedute of expenditurcs of federal awards is presented for
puryoses of additioaal aaalysiJ as required by U.S. Office of Management and Budget Circular

i-t::, aoais of States, Local Govertrmeots, and Non-Profit Organizations' and is also not a

required part ofthe financial statemetrts. The combining and individual nonmajor firnd financial

"t",temeG -a the schedule of exp€nditues of federal ar,vards are the responsibility of
management and were derived ftom and rclate dircctly to the undedying accounting and other

roo.it u".a to prepare the finaucial statemetrts' The information has been subjert€d to the

auditing proce6,rej applied in the audit of the finaDcial statements and certain additional

p-"edire., inctuding tomparing aod reconciling such infonnation direcdy to the underlying

u"countiog-aad othel records *ed to pt"p-e the financial statements oI to the financial

statemeati fle,,selveq and other additional procedures in accordance with auditing standards

generatly accept€d in the United States of A]nerica In our opinion' rhe infounation is fairly

i"r"d U at rnutaA ."sp€cts ir relalion to the financial slatements as a whole' The inductory
and statistical sections bave trot been subjected to the auditing proc€dues apptied irl the audit of
the basic fioancial statements an4 accordingly, we do Dot exprcss ao opinion or pTovide any

assurance on them.

San Juatr, Puerto Rico
Febroiry 29,2012

Stamp No. 2632029 ofthe Puerto Rico
Society of Certiied Public AccountaDts
was affixed to the origiDal ofthis rcport.

bowati
GONZALEZ

CONTADORES
PUBLICOS

AUTORIZADOS
Lic.96
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MANAGEMENT'S DISCUSSION AND ANALYS$



COMMONWEALIII OF PUERTO RICO
IIII]NICTPALITY OF ISABEI,A

MANAGEMENT'S DISCUSSTON AND ANALY$S

I"ls.d y..r crded Junc 30' 2011

Thc discrrssiotr .d anatysis ofthe Mmicipslity oflsabeh's Snmcial perfcmatrce pmvides m overall view
oflhc Muricipality's fmamial a<livities for the yea. ended.run€ 30,201l. The in& ofthis Minagem€ot's
Discussion and Amlysis is to look at the Muicipaiity's 6[acisl perforDance ss a whol€. This scction

should be reid itr conjmctioD wi$ the basic 6Mncial statem€ots to obbin a better lmderstarding of lh€
fiDaocial position ard the rEsults ofoperations ofthe Mudcipality. Our analysis follo*s rtris s€ction.

Ftr{ANcrAL HrcHtrclIrs

Highlights for Govcmment-*id. Finrmirl Statemcnts

The govemmeDt-wide fiostrcial $atemeD6 use the economic rEsourE€s mes$rreErnt foc{s, aDd fie aadual
basis ofaccouatirg to rEport iDforBation about tbe Muaicipality s a uhole:

. Th€ assets of lhe Mmicipality, on a governnrent-wide basis, exceed€d its liabiliti€s at the clo€e of
fiscal year 201I by $67,106,060 (rct ass€ts).

. Unrestric'ted net ass€ts amout ro $13,1,8,839 in cobparisotr to $5,767279 on fisc5l ye{ 2010.

. ReveDues decreased by4l% and e,e€Bs€s incrE s€d 6.1% in c.rDpdfuon with fscal y€ar 2010.

. Net chaDge in net ass€E amout€d to $2Jt,667, a dccrEase of 5l% with r€sp€cl to prior y€d's Det

ctadge, as rE$ared

HighlEhts for Fund trIarncid Strt m.trts

Miled inforDrrion about the Muicipality's mo3t signific€trt fimds is fotod ia drc filods fnarcial
scflEments, wlich use the current financial ,€sorrlr€s rDeaswement focui md modified acaattal besis of
acaomtitrg:

. Dltring lhe year 20ll the Mmicipolity implement€d GASB Semeot No. 54 Fud Balote
ReportinE and Goverrnerrtol Frnd TW Dfininors (c'I"s.B No- 54"). Certai. hforEation ftoln the
year 20 l0 has b€eo rcslred

. A nt't change (decrease) of $1,077,006 in lhe fttrd balmccs of th€ Municipdlity's govemDeotsl

filnds rEsuled b rohl eding fitnd balarc€s of $3433498 in lhe fs.al y€s 201l. Approximrtcly
6670 ofihe total fimd balabc€s is rmiEsicted (conmirE4 assigned or urrisig*d).

. For the fis.al y€ar 20t I lie Gencral Fmd r@orted atr exc.ss ofreyenues ard o{her fimnciDg souces
over expenditurEs atrd olher finmcing us€s of$7,199,005. The unassi8E€d fiIld balec€ amounts to

$l l,6l1,036, or 58.99lo oftotal Geftral Fund E4etrdiEres.

Generrl Fhencirl fiigtlights

. The investment in @ihl6sseE as ofhme 30, 201I was t52202,880 (n€l ofdeF€ciation).

. lrtrg-lerm debt incrEas€d tol22,562291.

. On a budSetary besin act al rcvmucs exceeded aculal opendintrEs by $967,96a.



CI)MMONWEALTH OF PI'ERTo nICI'
MT]MCIPALITY OF ISABEI..1\

MANAGEMENT'S I'ISCUSSION AND ANALY$S

Fircal y..r.xrLd JurG 30, Z)ll

OVERVIBW (}F THE NNANCIAL STATEiIENTS

Th€ Mtmicipality's finecitl r€pon coryis€s four cobpoDetrts: (l) mn'genenl's discossion and salysis
(pl€s€trted herc), (2) basic trn rcial statements (3) IEquied swplenmbry infomation and (4)
srppl€me ary hfomatioD.

lrl-rlr{rlrll.rLr
Th€ Municipality's b€sic financial stalemerts consist oftwo kinds ofstdements, each with a different Yiew

of lhe Muicipality's finsnces. The gov€r ncnt-wide financial statements provide M lotrg_tem and

short-term information about the Municipality's ovEla fiMncial status. Tb€ firtrd fitraftial star€ments

focus od major asp€cts ofthe Mmicipality's op€mtiotrs, rEporting tbose opeBtions in more debil rhad the
govemment-wide slatcments:

B.sic tri!.ocid St tenctrts

. C.otyrrna.l-Wua Fit anlidl Srat nr.nb

The govemment-wi& stalements rEfrort infodratioo about tle Mutricipslity as a whole usiog

accounting methods sihilar to lhose us€d by p.ivate-s€ctor businesses. They arc pr€por€d using the

flow of e"onomic .Esources m€asuIemmt focus end the accrual bosis of accou ing. The fiIst
govemment-u/ide StemeDt - tlle statement of net elssets - prEseDls informalion on all of ihe

Mmicipality's assets and liabilitien with lhe difrerence Mween the two r6portrd as net ass€ts. Over
timq incre3s€s or d€crEas€s itr the Mudcipslity's rct assets arc ao indicator of *hether its fitratrcial

beahh is iEpmving or detciorstitrg. O(her non-fitrecial &ctors $rch as tt€ cotrdition of the

MuDicipality's crpital ass€6 may need to be considered to aes€ss lh€ ov€rall health of trc
Mutricipality. The s€c.nd slatemen! the statement ofactiviti€s p.Es€trts inforDatio, $owiDg how
the net asseis chaDged during the yea!. All ofthe ctmertt year's r€venues atrd expcns€s arc t ken futo
account in dre satement ofactivitics r€galdless ofwietr cash is re.eived or Paid.



COMMONWEALTH OF PUERTO nlCO
MIJMCIPALITY OF ISABEI,I

MANAGEMENI'S DISCT'SSION AND ANALYSIS

Fbcel y.ar etrded ftf,c 30, 2011

The gov€mneflt-wide stdemenls ftporE as gostrmental sctivities rh€ MutriciF.lity's b€sic services

srch as public wo*s ed sadtalioD, public saftty, culEe and recr€atioD, h€ald! housidg, wel6re,
atrd coomunity deyelopment, educatiotr and gercml r,ininisrnrioo. Th€se activities are p.ima.ily
finEnced lhrowh propcrty tar@s, olhe. tocal bx€6 and intergovemmenbl rcvenues. Included in the
govemmedal actiuies arE lhe goveErmental fimds.

. Fa fiDanclal S'tar?,r'fl,a

The fimd fuancial stateme s provide morE detailed iDfoimatiod about the Muicipality's dost
sigtrifcait fimds. flmds arE accorEtirg devices lhat dle MEicipdlity uses to keep t'ack of specifrc
sourc6 of fimding and spending for p€niqrlar purFs€s. Some fim& are rEquired by Federal 6nd

Comdotrw€alth rcgulatioos, as well as by bond covc,l,na.

Tbe Mmicipaliry's basic servic€s arc included in govdmental firtrds, which arc osed to accomt for
esse[tially ihe same fi[ctions reported as govemmental activities in the govemmelt-wftle
statements. Howev€r, unlike the govemment-wide s!fltements, the governmenlal fimds d€ pt€por9d

using the flow ofcullent financial rcsources hea$remert focus ard 6e nodifi€d accrual bssis of
accomting. Undcr lhis approach the Enmcial statemcnts focus on nem-teim inllows aod outflows of
exterBl rEsourco$ mi lrtll as on bslanc€s of oeodable rtsouces available at year end
cors€qu€ntly, the govemmedlal fimd stdemcnts p.ovide a deteiled shoft-em view 6rr helps the

rcader d€telmine whether there arc molE oa Gwer financial rEsourEts that can be sp€f,r in the n€d
fttue to 6narc€ the MEicipality's FDgrE ns. B€.aus€ this inforEation doca rct eocompass the
additional long-terG focus ofthe govemment-lvide stat€menB, additionsl hformdiotl is provided m
a suhequeft pog€ thal erylains the relsrionship (o. difer€nc€s) between tbe goverDrDeDt_rvide aDd

fund statemenb.

The goveBunedal fimd statements focus on major fimals. The Mudcipality's major firnds 8re ttre
gcoeEl firtrd (which accomts for tte maitr op€rdiry activiti€s ofdE Mmicipality) a,ld ftrds lhrt
cotrply r ith a minimum ctit€lion (perE€ntag€ of tbe ass€ts, liabilitie'i rEvcdrr€s or expeditrcs).
FuDds tbar do trot comply witb l$is criterion &e groq€d md ptEs€nted in a single colurtr d olier
govemmcntal fimds.

. Not4, tofrranciol ddcrcna

The basic fna*iat statements also itrclude notes to e)Qlain inforEdion itr lt€ fioecial stdernents

and pmvide Elorr dctailed dtl&

R.qrircd sryphD€trt ry irforErtion

The statcme s and notes 5re fono*ed by ftc rEquired supplementaly information thal cdtains the

budgetary compdrison sch€dule for the Ga€ral Fund-

Suppleaeotrry infom{tion

The $pplemeDtsry informatioo includes a financial data sch€di€ cmhining fil}acial infomation ofdE
Section 8 HousiDg Choice voucher Program adminisr€t€d by die Mlmicipality.
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COMMOI{WEAITH OF PIJERTO RICO
MUNICIPALITY OF ISABELA

MANAGEMEM'S DISCUSSION AND ANALYSIS

triscrl ye.r erded JutrG 30, 20ll

FINANCIAL ANALYSIS OF TEE MI]NICIPALITY AS A WHOLE

Net A$et3

The following table presents a summary oftbe Statements ofNet Assets as ofJune 30, 201I ad 2010:

TABLE I

Assets
Current and oth€r assets

Capital assets

Tot l alsets

20lt 2010

$ 42,5E9,571 $ 4,545,067

Goverometrtal Activities

522O2,88O

$ 94.Tv2.451 $ q,571J57

Lhbilitier
cEftntedoth€rtinbitities$5,124,1D4$4J49,961

22,sA291Longterm liabilities 22,562297
Total lirbititiB 27,686,391

Net ass€ts
IDvested h capital assets, net ofrelated alebt 41,503,133 39,ffi266
Rrstricted 12A54,088 19,120,848

UDrEsticted l3'l4t't39 5,767'

$ 67,106,060 $Totrl net ,ssets

Net assea (assets over liabilities) may sqve ovcr time as a useftl irdicalor ofa Sovemmerfs fnancial
positioL Net assets for the yesr increased 43% with respect to p.ior year.

The largest portion of the Muricipality's oet assets rellects its investment in c4ital ass€a (e.g-, lan4
buiuhgF, €quipment, atrd iDfiast tlcturs); less accudulated deFEci"tion atrd l€ss atry i€laled outstanding

aett us€d to a.quire fiose ass€ts. The Mmicipality us€s these ass€ls 10 p.ovide servic€s to its citiuns all4
consequentty, these assets are not available for fitrurE spending. The rEsouE€s needed to tEpay the d$t
rclated_ to these capital assets must be paovided fi'om olher souces, betaus€ €apital ass€ts ar€ tut geirerally

liquidat€d for the pupos€ ofrctiring debl

Re$icted net assets reE€s€nt rEsouccs rhat aI€ subjecl to cxtenEl r€stsictions on how lhey may bc used-

Unresaicted rct asseb are drc patt of ihe net sssets rhat catr h€ uscd to finaDcc day_to-day operalioos

wilhout cotrsEaios established hy debt covenafts, edabliB l€gisldion or olh.r legal rEquirEorcna. As of
Jme 30,2oll the Muicipality prEsetrted a 313,148,839 strplus due to Positiv€ o€n change in net ass€ts

resJlts for the yea. then €ndcd



COMMONWEALTH OF PT,IERTO RICO
MI'NICIPALITY OF ISTSELA

MANAGIMENT'S DISCUSSIONAND ANALYSIS

Fi!.al y.rr.d€d Junc 30,2011

Cbaogrs itr rct aset3

The fouowing tabl€ summariz€s the chatrges in net ass€ts fot lh€ yeals ended June 30, 201I and 2010:

TABLE 2

20r020

Fe€s fir6 rnd ctarges for servicts
Op.raliog gr8na ,nd contn:bnim
C@ilal srEn8 ard coftihnions

Mmicipol licerlse tax6

Granb md conaibdioos mt rE*idd to S.ciffc

Olhcr

Erp.E .:
Grn€rd aovcmn nr
Plblic u/o s and sadtaaiqr
Public saftty
Cutur€ ad rcc.larim
H€al6
Hoosi!& vcrtoE rtrd coomlnity dcveloF!.ot
Edu.rrioo
lrter.st @ lora tcrm d6t

Chrng. ln mt .!scb
N.t.s!€ts"b.girirg of y..r
N.t r!!.l!..rd ofyc.r

s 6231,642
+tor2x
r,843,r56

5,788,812
\s65n
\711,543

\$44
21o,ffi
7U,159

2937Oil4

10,m47r9
5,r66,691
l,l7ql50
1,355,5t6
3,107,4EE
3,049J18
L4a1.7ta

249,937

2C617,537

L75L657
a3$,393

l______!4&6060

6.590,43
2,@982
5,32E,E76

5,03&EEE

\s1o.nt)
2,t6&357

+967$71
261,006
357,

t

q908,944

5,1r3,603
1,145.766
1,275,471
3,131,460
2,94L614
1,393,62E

5,564261



COMMONWEALTE OF PUERTO RICO
MI'NICIPALITY OF ISABEI,I

MANAGEMENT'S DISCIJSSION AND ANALYSIS

Filc.l year erded Jutre 30,2011

FIGIIRE I

IT

Approximately 2l% ofthe Mudcipality's reyenues came 6'orn fEEs atrd charges for servic€s, 201l" prop€rty

taxes, 17% fioto urresaicki gr5dls and 14% tom op€ratiDg glsnts and contibutions. Th€ Municipality's
expeE€s cover a lange of seflices. Th€ laryest experses are Sederal govemmeot rcprcsentin8

approxinately 387., public wod$ and sanitalion with l9olo, health wilh l2olo, md housitrg, wellar€ md
community development with I l9lo. Prograro rcveNes ofthe Mwicipality cover€d 4670 oftotal exp€tts€s'

With ,esp€ct to prior ye3r, rcvenues rePorted a net d€crcase of approxihdely 4r%. This net d€crcase is

prinarily the rcsult of (1) a 65% decerse in capital grants b€€ause in the prior year fte Muoicipatity
r€.eivcd a s8nifics amount Cornmoow€alth's stimulus platr filtrds fiom tbe P-R lnflEstn.lctrll€ Finarciry
Auhority alrd signiEcant amomt ofP.R Dcpaflment of TroPort,rion fimds to finance local proj€cIs.

Th€sc furds are non-reenting firnds. This significa d€crease was petially oft€t by; (l) a 53% ircr€€se in

opelariry grants due to the addfional federal fiinds rEceived for the Early H€rd Start atd Head Srfft
E46nsioo prograDs ($1231,086); (2) a 15% inclEas€ in prop€rty tax€s, partially iDfluenced by a Property
tax amnesty; (3) a 109/0 incrEsse i. liceNe taxes r€v€nues; and (4) 6nally, a 97% incrEas€ itr ot]rcr .eYenue

due to miscellan€ous rcvenu€s collected by the Mudcipality (inclerse of$3'{6Jr0)-

E

e

Ihousands



OOMMONWEALTH OF PUERTO RICO
MI]NICIPALITY OF ISABELA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscrl ye.r erded JunG 30,2011

FIGURE 2

Muticipality of Iskh
F-xpenw by FuncrioD ' tibvenmental Actiiti$

Fisal yars eddedJuDe n 20 and mn

1120LL

-,2010

Functions

E)eeoses incrersed 6.1% iD comparison with 2010 y€ar. Signific.nt incaeases were r€gist€t€d on ed'rcatio.

with 78olo, and interest paid on long term debt wilh 52%. The incrEas€ in 6ose fimctions arc related to the

incre3se in the operarional expenses of the Early Head Stad proganl fitranced wilh op€rational grets
rEc€ive4 and the overal hcrEase in long term debt. Other incaeas€s w€aE notEd in cultEe atrd rEcreafion

with 6% and housitrg l,elfarc ad community developm€ with 47o. TIle hcreas€s in drose fimaions were

ca$ed maiDly by increas€s in expens€s itr salari€s and othet expeNes necessary to finance cultural

activities, 4d ircrEases in exPe$es to fnstrc,e ltethre and commudty developm€d progtams The'e last

*elfire .nd commurity alevelopmetrt prograDs were 6n5nc€d by some stale ad fedcral ftnals such as

Homeless Preve ion Cmtrt, Emergency Sheltrr GEtrt, Housi[g Oppoftmities for PeIsotrs wilh AIDS
Grant atrd other miscellan€ous grafts rEceiv€d

As noted Feviously, the 42% decr€ase in r€veNes with the 6.1% incrEare in expens€s caused a decl€as€

of 519lo in the ne! chalgc itr nct ass6ts wilh rE+cct to pdor 6scal year net cbatrge.

l0



COMMONIYf,ALTE Of PUTRTO RJCO
MI]MCIPALITY OF ISABELA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscrl Yeir ended Jone 30' 201I

The folowiog table fo@ses otr the co$ of €ach of th€ MEicipality's lag€a( prcgmrns as well as €acb

progr@'s na cost (lotal cost less fe.s gpneEfed by the proglaDs and prog.am - +ccific intErgovernm€otal

aid):
TABLE 3

Some ofthe cost ofgovemEctrtal a.tivities was Fid by tho6c wbo dirEc{y b.trcfited Aom the proglEms

($6131,642) and other gov€ttrm€nts and organizatiotrs that subsidiud cerlain proglams wilh grants ad
contdbutions (55,944A52). The $14,,{41,,143 oe! cost of servic€s was firlly co\'€rEd by other general

rcvenues ircluding taxes atrd olier grants ed conaibutions oot iEsficted to +ccific plograms.

FINANCIAL ANALY$S OF THE MUMCIPALITY'S FUNI'S

CovcmDental fuods

The focus of tbe Mudcipaiity's SovemDental fimds is to prcvide infomation on ne3r_term inflows,

outflows and balanc€s of r6ourEes available for spendin& Such informatiotr is us€ftI in a3s€ssing the

Mutricipality's finarcing ,EquirEnents. In panicutar, unassigned fimd balamt nay serve as a usefiIl

measule of a Municipslity's oet rEsourE€s available at the end of a 6scal y€ar.

Dudng lt e ye,r 2Ol I thc M!triciPality impl€menien GASB Starernent No. 54 Flrd Baldrrce Repoting ond

C*i.",ta Fund TW D{ni.ions ('GASB No. 54"). This s{alement establish€s accowting and

r€porting stafirads toi ilt govemments thar repon govemmerlal funds' It slso.establishes cdteria for

classiliig tund balances inao sp€cially d€6tr€d classificdions and clsi6e's dcfitridotrs for govemhenlal

fuad typei. freviously ctassified rEsen€d and lEreserv€d irnd baldrc€s n€ now rcported 6s [on-spendabl€,

.esicti( 
"ommittd 

a"tigned or unassigned As a rEsult oftbe implemendon special fimds orw No' 52

and lrw No. 82 Fmds) wert reclassified iom the general fimd to other govemmental fiInds'

For the fis{61 year etrdeal Ime 30,2oll, lh€ goiEmmental fimds repodrd ending fmd balsnc€s of
534332,928, a ;et decrEase of $1,0?7,006 in coEParison with the prior ye6r. This d€ca€ase ws caused

fumy ti d€crEases of $2,056,627, $4,409,t1I, $1,517,805 ad $404,601 in th€ Comm$itv
i>""top-d eto"f c-"t ProglEm,lhe debt s€rvice fimq drc commonwEatth Irgislarure R€solutions and

olher govemnental {imds, rEsp€.tively- They *ere partialty otrs€t by aD increase of $7,199'005 in Oe

general finld

Net Cosl of Municipalily's GoremnEn al Acttvlris5

Poblir Borts od sildin

HNirs; *lto ed

t0,024.7t9 s
5,t66,691
I,179,150
1.155,516

3,1m,488

3,049JrE
2,4U:118

9,90E,944
5,r t3,@3
I,145,?56
1275,a13

3,r3t,4{0

294,5t1
t)9),624

5,711,169
4,509J65
r,074555
I,055,577

61E,446

1,023,4{6
162,908

5,064,830
4t1,729

1,075,96
t26t,62
1,0Er,779

1,062,40?
360954
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COMMONWEALTH Otr PI,ERTO RIOO
MI'NICIPALITY OF ISAEET,I\

MANAGEMENT'S DISCUSSTON AND ANALY$S

Pbcsl Yesr eDd€d Jurc 3q 20ll

Oflhe total fi&d balarces, $22,700,16l (66%) collstilltes urcsuicted fimd balaoce which is t.npdsed of
fimds commitred by th€ Mayo. od lhe MEicipal trgislalur€, fimds assigo€d by th€ Mayor 6 the Financ€

Direclor as well as unassiged fimds. Th€ rEEaindcr ofthe firnd balaDce is r€sfid€d to indicate thtr it is
not .vailable for new spetrdin& Uoassigled fi,lld balmcr rEprts€n8 30tl oftoEl filtrd balarce-

The generat firDd is th€ op€ratirg filrd oflbe Municipality. The fimd bdance ofthe general fimd.€F€sents

app;xina&ly 7l% of total €nding fimd balamts. Thc amout of $19536 of tre firtrd balance of rhe

gereral find is no speodable add rEpres€Dts the inve ory on hard ofthe CIMA healdr facility at year end-

Th€ snolltrt of s241,712 of the fimd bslance of rt€ g€neral tund is r€ficted Mos of it (f232JZ) is

resficted for the op€ralion of the Eldedy P€ople CrDtcr of th Mutricipality. CorDmitted md assigled
portioos ofthc unftstricted fimd bslaDce oflie geoelal fiItrd are dist ib$ed as follolis:

. $1,505,347 codditted forcapital outlays

. $863,?92 coEhiaed forg€neral public lvor*s aod sadtation

. $810,983 conmia€d for g€rcra1 govemrneot aDd olher purpo6es

. $327J80 conmitted forhousing, welfEr€ and Gorltrrunity ahvelopm€nt

. $50,000 cammised fo. health

. $'21,125 cornmised for sports, cutxEe and recEation

. $6250,08 assign€d for ca$tal outlays

. $1,741,032 assicn€d for healtl

. $ 171136 assigEed for genetal public vo*s ed sanitation

. $581,979 assigned for geneial gov€mment ad other purpos€s

. Sl,fl)o assigned for sports, culEnE snd rEcrEation

The r€mainder of the unrestsiclcd nmd balanc.e or $11,611,036 is uassigned filnd balance, wh;ch

reprEs€nts 4E9lo of the frnld balarce ofthe gen€ral ftnd atrd 59lo of total geoeml fimd €xp€trditures.

For the year erded Jme 30, 201l, the fimd balaDce of rhe gederal fttrd increased by S7,1D,005 wh€tr

comparBd with the prio. y.tr- Oflhis net chatr8a, $6,041,902 pe.taiDs to special ftnds itrcluded as pan of
ee ;enenl fiind The principal conponenb oftie iftrcas€ aI€ Eesftrs of 15,960294 receiv€d fioh the

dettt s€rvice ftnd during lhe year. The incr€ase was ajso influmced by an iDc&ase of$423913 in prop€rty

t x revetrue, an ircrc.se of$240,769 in EnmiciFl licets€ tq r€venue, md 6r increase of$346,548 in od|er

rEvenues. The in:ease in the .esout€s oflhe g€,neral fimq ss d€scaiM above, was Partially offsat by arl

iuq€aseof $799,101 iDerQ€ndihtrts.

The Det inca€se in €xp€nditures of$?9,101 wrs due to sn incEas€ of$58?,374 in general governmenq atr

incr€as€ of$50,589 in public worh aod sanitatioo; a $26,701 ioclease in poblic safetl a 90'850 incrEase

in cultu.E atrd recrEatioo, an incrEas€ of$156,430 h caPital outlays md decEss€s of 90,760 md $22'083

in hcalth afll housinS, welfarE ad crrnnmity developmeD! rEsp€ctively. The significa't incftas€ itr

general govertment islie result of a $235,8OO itr€rEase in expenses for dr€ pr€marue rdirEment platr of6e
ir,-i"iifty, atr ir"t"r.. of$l I1,189 in utilities, an increasc of S136,'186 io professional s€rvices, and aD

increas€ of$5?,669 ii the exp€oditu€ for tlrc sraE insurance futrd-

GTNERAL FT'ND BUI'CETARY HIGHLIGIITS

Tk geoeral filnd origirlal budget for the 6scal p€tiod 201I pres€atrd an incrEase of l0% wilh rEsp€ct to

prior-fiscal yee budge! Amendments ro rhe original budgen se 4prcved by the Mr,ni- ripal tagislailrE'
b*i"g Ot" 6"ot y-t ZOt I, budget revenucs weft hcreased bv $1236,m8 due to additioml coll€ciiotrs of
propeaty tarq r dcipal lice$e taxes, sal€s aDd use tax€s, intergovemmentsl r6venu€s and ol,Er reYe rc'
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COMMONTVEAI;TH OF PUERTO RICO
M{'NICIPALITY OF ISABEI,/I

MANAGEMEM'S II$CUSSION AND ANALY$II

Fir.al y6r € d.d Jmc 30,2O1l

However, budg€ted Eansfers-od rar incr€ased bastally by the same amouo! Acoal I€ventes excc€ded
lhc r€vis€d budg€t€d r€veau€s by S356,93t (tr€t). The mos sigiifica varianc€s vere in prop€rty tax€s,

$1,(},084, mmicipal liceDse tax€s $129,412 ard Ges, fin€s ad chalges fo. s€rvicss S103,698.

A positive variance of $600,,{68 b€teee rcvised bldgct aod a.oral oQe'ditut€s was duo Eainly to net
positive variances in gederal govemment for $286,{n4, prblic wor*s and ssdtation fot $172,151 and
housing welfare and @Emunity developme for t78,181. Ac-tual rrvenu€s exce€ded acltral oeenditurEs
by $967,964.

CAPMAL ASSET ANI' DEBT IDMIMSTRATION

Crpitrl Gs.ts

At rhs end of the fisaal year, rhe Mlmicipo.lity has itrv€sEd $52202,880 (nf' ofa.cumula&d deprccisliotr)
in a bload range of capital ass.a, inctuding buildings, p6*f rmds, kidges, lsd and equipltr€fl! This
amomt rcpresetrts a net iDcr€ase of approximalety 9'9,/. ov€r lhc Fior year.

TABLE 4

Capiral Assds, nd

Govemmental Activities
20lt 2010

Non-depn itble ,3..L:
I"aod$4J60,118$1247389
C@stsucriotr ioprog&ss q178,E45 5291,655

Deprlcbbl! r!sc&:
Land im$oveffnts 8/52tl 81,179
l,caschold impovcmcrts 321,55E 323,@3
BuiHingsed builditrgs imFowmctra 11,76137a 1t,471,857
hnsstn.{rE 14,8;}2.293 14759,095
Vehicles, machinery and equipment 4,713387
Totrl $ 52r02,E80 $

The Mmicipolity's major capical projecrs dlEt weE still in cotrstsuction as ofJme 30, 201I arc as follows:

. CoosEuction ofYor!tr Sport sd Eduarional Center - $4,55E,099

. Improvements to tbe downtown el€cfical hfi'astrcture -$-,2596,130

. CorsEuction of'Parque LirFal ZoDa Costen" Phase tr- $1,747,391

Cotrstsuction in progress increased due to the curEnt y€ar additions to tbe pmj€cts dcs.dbed above. This
iDcaEas€ was partially offs€t by th€ t"ansfcr of SM9,89 of finished pro.iect to land imgovements and

itr$asrructuIe.
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COMMONWEALIH OF PT,IERTO RICO
MI'NICIPALITY OF ISABI LA

MANAGEMENT'S DISCUSSION AND ANALY$S

Fls.j y€tr cnd.d J6rc 30,2Jll

The Mu cipatity acquired a total of$942J94 ofvehicles and machhery and equbmem dudng ee 6scal
year 2011, inclding two trucks for $279,990, tkee heavy equipmeot iteDs for t169,89 ed twelve
vehicles for $315325. Alio, additions fuctde 317,983 of equiptnent acquired for the Early Head Stan

Progam.

The MuDicipality's fiscal y€ar 2012 coBsolidared capital hdg€t calls for a significant amount of new and

conthuous projects itrcluditrg the compl€tion of PhEse tr oflhe'Paqu€ Lineal Zona Cosleta'Project, the

compldion ofthe construction of ltrc Youth Spon md Educational CetrEr, and the improvedelrts to lbe

downtown electsical infrasEuctlE Foj€cb,lhc contiDuanc€ ofth€ first'green" project to b€ lnared in rhe

'S€n Antooio d€ la Tuna" s€cto. which wil idclude the use ofsolar eoerE/ and rEcycling of waler, and tbe

r€crE6ional faciliti€s in the 'Urb. Isla A-ai". The Mmicipality is also in the plmning plEc€ss for the

constsuctioo of the new building for its Head St rt program, the co8Euction of 6 new centralized
emergency matrngement center, the desigo of the Phase III ofthe ?arque Lineal Zona Costera ftoj€cf,
and lhe crcatiotr ofa 'poblado' b the Plaoas Comtnunitr. These pqiects will be financ€d lhrough Feder3l

and Commonwealth grants, futrds from the Commonwealth Legislaturc, g€neral obligation bonds and

Mmicipal fiDds.

Capital assets compositiotr as ofJtme 30, 20l l follom:

FIGURf, 3

More detailed inforBation about $e Municipality's cspital assets b pr€sented in Note C to th€ finarcial
statemeots.

Mt ticip arity o f Isab ela
Conposition of Copital Assets

As of June 30,2077
llrnd

Econslruclior m p.ogress

lhnd improvcttr€nts

ll€aselrcld i pmYcn€nts

IBuilding and buildiDg

fhfrasustur.

avchicles, m.chin€F/ rDd

l4

O Sri6l. Co6truc1io. in
pDg.rss, 9,178,845,

f sqi6l.

17,761

:t.

s sene.r y'al
,mpmvseiF 8..5181

1v"

i2t,i58- r%
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COMMONWEALTH Of PUERTO R]CO
MIJNICIPALITY OF ISAXELA

MANAGEMENT'S DISCIJSSION AND ANALYSIS

Fis.al y€rr Fded Jone 30, 201I

I,oDg t€rm debt

At year-€nA the Mudcipality had $8JE7,024 in gcn€ial atrd sp€cial bonds and notes, an incltase of 1l%
with respert to prior yoar. The following is a sunmary of the Mmicipality's outsEtrding debt a3 of June 30,

2011and2010:

TABLE 5

Cov€mbertal Activities
20It 2010

General and special obligation bonds atrd notes
Note payable to CRIM - LlMs
Note Palable to CRIM - prior ye3ls delinqueft

Nore payable to hrerto Rico Solid Waste
Auircrity
Note payabl€ to Puerlo Rico Treasury
Deparh€nt
Note payable-Secrion 108 lran Guaant€e
t trdfi obligalion
Compensat€d absences

Chrishas Bonlls
Claims.trd judgmeDa
Payable to CRIM - prop€rty tq advarces
Payable to PREPA
Total

$ 93tE,0A
33,811

60,488

22,617

4J12,000
4,799473
2,416818
3 ,K9
,t0,000

88,364
6r3,833

s_____?,s629-

a3E7,024
15q564

63,368

6t,t26

160,617
4J8l,0m
4581,315
2934,63

413223

45,490
'|

21

The Municipality reported atr increase in general and sp€cial obligalion bords and notes. This incr€ase was

the rEsult of the issue ofthe $ 1,350,000 bond during 6e year. The MuniciPality reported a net d€.r€ase of
$237,106 in the other long-terro debts during th€ year. This decll.sc was mostly aftcted by the net efect
of decresses of S269,000, $160,617 ad $125,753 in the Sertion 108-Lostr Guaradee note, the note
payable with the hleno Ric-o Treasury Departrneo! and the LIMS Note payable to CRIM, resp€ctively.

Thes€ decrqses werc partially oBet by incrEases of $218,158, $71J86, aod $42,874 id lhe t atldfi
Obligatiotr, the aflount payable to PREPA ad the payable to CRIM from Fop€rty tai advaoces,

rcsp€ctively. More detailed infornarion about ttre Muicipality's long term liabilities is presented in Note I
to the finarcial scatements.
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COMMONWEALTH OF PUXRTO *ICO
MUMCIPALITT OT ISABEI,I

MANAGEMENT'S DISCUSSION AND INALY$S

Fiscrl Ye.r erded Jltne 30,2011

ECONOMIC FACTORS AND NEXT YEAR'S BI]DGET

The Mudcipality's s€tected and appoint€d ofrcials consider€d many factors when setting rhe fiscal year

2012 budget One of drcse frctors is the economy. Among economic arEas considercd are the population

growlh esdnes, personal incmq housing statistics and wemploFelrt rat€s- The Mmicipality's
uEmploymmt late now statrds at 15.701,, which comparcs wiih the Common*€ahh rate of 152%.

The Municipatity appli€d a coDs€rvative apPr@ch itr developmem budget estindes. Amourt available for
approp.iafiotrs h the Geoeral fulrd for tbe fscrl year 2012 toiEl $16,554,019, an increasc ofapproximately
2j% .rith .espe.t to prior fiscal year estimales. Budget€d expendiotes are exp€cled to be rEduced

a..ordingly to fhe decrEas€ of btdg€&d rcvenues. In additiotr to ffe estimated budget for drc gEn€ral firn4
the Mmicipality has subniaed federal md Coofionw€ath fimds pmpoGals fo. wetfrrc and coEmuDity
development ss well as for capital furyrovebents and public wotts fiDds.

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT

This financial repon is designed to provide our citizens, taxPayers, and c.EditoB with a general overvie* of
lh€ Muicipality's fnanc€s atrd to demoDsFat€ the Municipality's accomtability for the ooney it rEceiv€s.

Ifyou tave questions about this repon or m€d additi@al informsriorl cootact the Mmicipality's Dir€cto.

of Finarc€ ar PO Box 507, Isabela, Puerto Rico 00602.
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COMMONWEALTH OF PUERM RICO
MUNICIPALTTY OF ISABELA

STATEMENT OF NET ASSETS
JUNE30'2011

ASSEIS

Municipol Licer Tu.s
gles dd ule turs (mtc M)

Co.m.w h Govem'Enr (not D)
redealcovefrmi (mre D)

Csh d hv.sm.ts
Co.h with fel agent

Invcdrent held with liealagent (notc B)

D.fered bond hsud@ @sts, net ofecuhulalld
atnoni?ation of$36,524

lnlento.its ad S{pplLs
Capiral Assd. (mte C):

Lad ed construction in pmgr6s
O$er epiial asse6, net

LIABIIIlES
Acdunts piyablc ed accru.d liabililies

Condonwalrh Govcnrc.t (note D)

MuniciFl lie.* taxes

Long-t .n fianfiti.s (@lc I):

DE in tr]oc the on. ycar

Toral lirbiliti6

NET ASSETS

Invest.d in capiol asslis, ra ofreld.d d.bt

Ceitll prejects

Othd speified purpos.s

The a@mpany ing not6 atE d intcgBl Part of this statemenr

$ 2dr61,070

3,8?l
258,437

503,r65

L032257
1,07d138

9,705,t94
1,4t1,&2

16266
195236

t3,73q991
3&463,887

5Z2O\880
s 94-792.45 t

s 2548,947
ct2tl

ll?,151

2.001,0€
E9,1Tt

l,%0,405
20,601,E91

n,&391

4lJO3,r3l

9 3l&62E
2,t91,G7

942J71
t3,14&839

r 67.106060
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Amurrs .t,on d for goErBd rtirr[6 ir tr stadt ofNd
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Odd R@iEr,L (fEn.l. ofLda)

Otfr r*ts e ml arakn. b Fy fo. old_Fiod
o0.dnl6 an, $@foE, e d.fct din dEau t:

PoFry E\6D6t Sdvia Fund (crtfu ,Er)
ch.a6 for $si€

sal6 dn E d - Mutri.iFl DadoFd Futtd

D{. nom CollmrElli GoE n d
P.i, D.Ftnor of ts. (ts No. 52 .nd 32)
P L D.pdrrar ofEd!.airn
P L Ele.tric PoE Ald.tity (PREPA)

P.f, Lfr.lrtu tuc Fiffiira^rdbdrv _ 'PsIl Fur6'
OftdrBoEFainliffi
ctrt lilm P L S.ld w!* AdlodrY
Gnlnnom Pi- D.Fmalof T lPohlion
Gd{ n nR EI DadoFEltcorDodion
GrDt ftom Px. D.Ftu6 oflMily - 'Pc'

Ou.6'of, F.&.rl Oo@Ift
a.ikdl Cdnl.SraE irl Corduiity Highqly &f.ty
F.ded Gmr..nit cft
F.dqil G@-Hdd srar
Fat .l Gd-cDBO
F.d6.l GEi-ARRAEECBC
F.d6.l Gd-F.icrl TEEPorids Ad
F.&d Gr!-En-EqEY g'.liE CE*
F.ddd Gd4dE3

hc{!s liatninB G d drc ai l.lEtL in 0E drsr raiod
.n4 rlslfoiE, @ mr EFncd in ttE lur&:

t ng Bs li.tiliri.q irludi.a borh Fyruq e Dt dr.
ld !qr!h. in th. cuEsrt p6iod .flI tHoE d or
EPrted in dE tun&:

G€lEt obligrior boi& .d NB
NoE FFbL to cRlll-llMs
NoE E{ble b CRDr-fij@ftE of .rditqfi 6uc
N@ paFU. b P.R Solid W& AldEnv
NoE raj.bL b HUD-Sdio l0l le G!tu .
P4.ll.o PnE?a
cotrEa.r.d .bsE
JudlnEG art l.stl daiG

E*itrEr.d $lid le hririll d@E lrd tsst{loluc dts
Pay.ti. b CR[rc olFoPdV 6 advm6

Nd 66 oaa.E'rdt ..lh{dB:

Thc@nFyii€st.@ei .grrlFnoflhissra6t

a 1626
la?313

3.U12p23

52202$8a
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COMMONWEALTII OF PUERTO RICO
MUNICIPAIITY OF ISABELA

NOTES TO FINANCIAL STATEMENTS

Jurc 30,201I

NOTE A - SI]MMARY OF SIGNIFICANT ACCOI,INTTNG POLICIES

Tlle Municipality oflsabela was founded in 1819. Th€ Muicipality is govemed by lhe executive and the
legislative brarch elected for a four year term during lhe gereral eleqioDs in pu€rio Rico. The Mayor is
lhe €xect tive offic€r and the legislative brarch consists of fourteen (14) members of tte Municipal
Legisldure. The Mmicipality engnges in a comprehensive rage of s€rvi€€s to the commmity such as:
general glvernment adminirEatiod, public worts, healtb, enviro rDedtal conEol educatioq public s€cufity,
welfare, housing, community development and cultuie and r€cr€atioD activities.

The finajrid stalemEts of thr Mmicipality have been pr€percd in &co.danc€ lvitl aft{tmting p.itrc&lcs
generally a.cepted in 6e Unit€d SEtes rs applied to govenurredEl uDi6. 'Ilre Covernmental Accou ing
Standnds Board (CASB) G lfte standard-6€uing body for govemmental a.coo[titg a fi.aDcial reponitrg.
Thr GASB F.iodica y updarrs its existing Govemmental Accounting ad Financial neponing Sundards,
whicL along with subs€queDt GASB pronoucements (Sratem€trts atrd Int€rpr€tations), c*strrt"s Clap
for govemmental mits.

1. F,Iarrcial tqodlng e fry

Th€ fiflanciat reporting entity included in this rEport consists of the fiqancial st temetrts of the
Municipality oflsabela (primary govemment). To ftirry present the fDancial position aDd the resutts of
oper.aions of thE financial rEporting entity, management must determine whelher its re+orting entity
coosists ofotrly the Iegal entity hown as lbe primarJt govertunent m one or mo,E organizations called
component mits. The imlusion of a potantial c.EpoDent mit in the prihrry govdnment,s reportitrg
entity depends on wh€drcr the prirnary govemment is fiEacially accountable for the potential corDpoDent
lmit or on whether the Datur€ and sigtrificarc€ ofthe relatiotrship with the primary govemment is sucb
that exclusion would caus€ the reporting €ntity's Erancial sratements to be misleading or ircomplete.
Ther€ arc two methods ofpres€ntatioD ofthe component unit in the fnaDcial statenents: (a) blending the
fimrcial data ofthe componen! units' balances and Aansactions in a mamer similar to the pr€sslation
of lhe Mudcipality's balamss and (b) discret€ p.esentation of 6e component udit's financial data in
columos s€perate fion the Municipolity's balam€s md trsnsactions-

The basic c.iteria for deciding fiDancial accomtability.ie any one ofthe following

& Fiscal depend€ncy ofthe lotential compoDent unit on the prioary govemmert, or
b. The primary gov€mment appoints a voting majo.ity ofthe potential component unit's gover ng My

an4

1) Tle p.irnary govemment can inpose its will on the potential component udt andm,

2) A financial bebeEt/ burden €xisr betweetr the pdmEy governme ad th€ pot€iltial component
utrit

24



&trc 30,20ll

NOTE A - S{TMMARY OF SIGNInCANT ACCOUNTING FOLICIES - Cotrtinucd

In additior! a legaly separate, tax-€xempt o.ganization should b€ dircE 6ly presented as a componeDt
unit ofa r€porting etrtity ifal ofrhe follolf,iDg criteria arc met

a- The €conoEic a€sourc€s rEceived or h€ld by the s€porate oaganization are entirely fi almost entir€ly
for the dirrc1 ben€fit of the primary goverDrDent, its component unitq or ib constitueots.

b. The priEary govemment or ia component udts, is entided to, or has the ability to olielwise acc€ss,
& Dnjonty ofahe economic rEsoEces receivd or held by lhe s.p6re orgardztioL

c- The €cmomic resources rcceiv€d or held by al indivaud orgadzation thar drc sp€cific pdnary
govemment, or i6 compo.leDt mns, ;s e.nnUed to, or has the ability to o(herwise ac.€sa ,rr
significrd ro the prima)t govemment

Other orgadzations should be evalraled as poE ial componmt rmits if the, arE closely rrlated to, or
financialy integrated with, tbe primary govemm€nt. Profesrional judgment is applied in determining
whether the relationship between a primary govemment and otber oIgaftizationJ for which the pimary
government is not accountable aDd tbat do not meet these cdteda is such that exclusion of the
organizatior would render tte filrncial slatements of tle reportidg entity nislesditrg or incomplete.

Based oD the above critcria th€re arc no po@ntial cobponedt leits w ich should be included as part of
the financial statements.

2. AdJis of pt@tulion n @,rerr.itl$ss tnd bos,l of a.aunlhrg

The firancial rcport of the Municipdlity consists of lhe Maflagement's Discussion snd Anslysis
(MD&A), basic finacial slatemenrs, notes to th€ fin,trcial rtatements and rcquired srpplemedary
information other $an the MD&A. folowing is a summary presentation of e.rll including the
measurcment focus and basis of accounting Me€suEme focus is a t€rm us€d to describe l,ric
transaclioDs are recorded within the \adous fitra[cial stat€m€nb. Basis of accounting refe$ to r,ra,
traDsactions are recorded rcgardl€ss oftfie measu€ment focus:

Manasemant'3 Dlscussio, rnd AnrhsiJ

This coDsists ofa oa.rativ€ inEoduction snd analytical overview ofthe MuDicipoliry's fitrnncial aclivities.
This amlysis is simila to th€ analysis the pdvste sector provides in thei amual reports.

Bsic fltrrrcial statepetrb

Basic financial shlements include bort govemmeDt-wide a ffmd finarcial sdemenl9 Both levels of
$arements calegorize pdmary activiti€s as govemmental tlTc, which me prinarily $.pporcd by Lxes
and intergovemDental rcvenues-

COMMOINYEALTH OF PT,IERTO RICO
MI,INICIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMENTS
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COMMONWf,AITH OF PUERTO RICO
MUNICIPALITY OF ISABEI-A

NOTES TO FINANCIAL STATEMENTS

June 30,2011

NOTE A - SIIMMARY OF SIGNIFICANT ACCOUNTING POIjCIES - Contin[Cd

Govemment-widastatc cra

The govemE€ot-wide statements consist of a StaEmem of Net Assets and a Statement of Activities-
Thes6 stat€ments are prEpaed using the economic r€sortrces me€swemetrt focos, which €oncentnles on
aD entity or fimd's net assets. All traDsactions end events tbrl af€ct the total econornic resouces (det
assea) duitrg the period ar€ reported The staEmena are report€d on the acarual basis of acaomting,
Revenues are recognized i,r the pcriod eamed and expenses r€cognized i, $e p€riod in w}ricb &€
associd€d liability is ircur€d Fiduciary activitieq ifany, whose resour,ces.rc not available to firEnc€
govem$ent pmgrass, are excluded trom the govemhcnt-wide siatemcnts. Th€ eff€ct of intEr-fu[d
activities is eliminaled,

The Statrment ofNet Assets itrcorporares all capital (longlived) &rsets and rEceivables as wcll as loDg-
term d€bt and obligatiotrs. Thc Statemedt of Activities reports r€venues add ereeises itr a formd that
focus on lfie net cos! of@ch firtrction ofthe Mudcipelity. Both the goss and n€t cost oftrc fimcrion,
wnich is o{fierwise beiry suppoited by the gen€ral government r€veou€s, is coEpaled to the rcvenues
geoerarEd dire.tly by dle filnctioo. This Statement rEArces gross exp€.s€s, including depr€ciatioq by
r€lared Fogram rcvenucs, op€ding a capital grdnts, add coolribtniods. Progam rcvmues must be
dirEctly asrociared with rhe firDction.

The tpes of traDsactions included as program rcvenues eq chargd for sewices, fees, licens€s a
perEi6; operating grants which include operating-specific aDd discretionary (€ilher op€.ating or c€pital)
grads; ad capital grEnts whicb ale capital4ecific grants. Internaly dedicaled resources ar€ rcported as
general r€venues rather thatr as paogram r€v€xrr€s. Likewis€, geD€r'al rcv€rues include all taxe,s. Prop€rty
taxes (imposed rcnexcbatrge lraosactions) ale recognized as r€\€rues in the y€3r for which they are
kvied add mudcipal Iicense taxes and sales and use taxes (dedved tax Gvenu€s) wlrcn rhe undedying
exchange h3s occuned Reve es d both operatirg.nd capital grants a.e recognized wllen eI etigibility
rEquircments (which itrclude tirne requiremenB) ihposed by thc provller have b€en met For c*tain
cxpetrditu€-driveD grants, r€veoue is recognized after allowsble expcrdit res are hcurcd As a policy,
inalirec! exp€Dses in the Statement ofActiviti€s are not alocaled The Mutricipality first uses r€stricted
ass€ts for exp€nses ircu ed for 

"fiich 
both rcstsi€ted and uff€stsicted assets ar€ .vailable.

The Mmicipality reporls deferred reve.nues in tbe govemment-wide shtements. Deferred revenues aris€
wien rcsources are r€ceivEd befu.E the Mrmi:ipality has a legal claim to lhem or befor€ applicablc
eligibility rcquiremeob arc inet (ir case of c€rlain Gdeml €xpeadi!tr€+iv€n grafts if rEsourc€s are
rEceived b€fore alloB-able e4eadiEes are inctmcd). In subs€qunt periods, wh€n the Muicipality has a
legal claim ro 6€ .esoulcis the liability for def€rred rcvefltcs is rqnoved and tbe r€venue is recognizd.

Privste-sector steda.ds ofaccomting and firancial rcpcling issued prior to December l, 1989 ge.eralty
ee followed in lhe govemhert-wid€ fimncisl statements to lie extml thal thoss staDdards do not
conflict with or conlradict guidance ofthe Govdnmental Accolmting Statrdards Boord The Municipality
hss elected not to folow subs€queDt statements and i er?retarioB issued b,y &e FASB 6fter November
30, 1989.
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COMMONWEAI;fiI OF PUERTO RICO
MI]NICIPALITY OF ISABEI,/I

NOTES TO FINAJICIAL STATEMENTS

Jutr 30,2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOITNTING FOLICIES - CoDtiru€d

Fu $rrem€trt'

Tbe Gnancial u"ansactions of the Mudcipality are r€cotded in individual fimds, each of shich ae
coDsidered an independent fiscal entity. Eaah futrd is ac.oonted for by providiog a separale set of self
balaEcing accounts that comprise its ass€ts, Iiabilities, reserves, futrd equity, reveoues and erpenditue,s.
Funds arE s€grEgated according to lheir i €nded prpose \dich helps m,.'gemeot in demo8traring
coapliame witl legal, fucid drd csuacoral pmvisions- Govemcntal Fu s ae &ose drmugh
which most govemm€ntal fiDctions of the Mmicipality ar€ financ€d. The govemmental filnd stdem€nts
iDclude a galarce Sheet and a Statement ofRevenu€q Exp€ndiires and Changes in Fu Bda&€s with
orc coluEn for th€ geoetal fimq one for each majol fimd aod one column combitring di non-major
govemmental fuads. Major fiflts arE detemi&d based oD a mhimum oiteion, that is, a pcrcenhge of
lhe assets, liabilitics, revenues or exp€filiq res or based otr the Mwicipslity's offdal's criteria if the
filnd is peticularly important to finmcial sldem€nt useN (for Head Stat PrograD, Debt Service aDd
Cornmon*ealth Legislalure ResohrtioB Funds).

The Mudcipality reports the following majo. govemhental funds:

GgelglIlldi this is tle operating tund of 6e Mudcipality ad is usd to accou.t for and rcpon all
financial rcsoEces not accounted foa and rcported in another firnd.

Conmunitv Developpcnt Block cr! Prosrsm Futrd (C'DBG): CDBG turd (includiog CDBG -
ARRA) is used to :rcaount for and rcport revedu€ sources for th€ development of viable [EbaD
commonities by pmviding dec€n! housin& a suitable living envirotrmenr ad exponding economic
opporimities, principally for persoDs oflow and Doderale ircome,

Head St rt Proqrrm Fund: H€ad Stari fund (ircloding Head Start - ARRA) is us€d to accoud fm and
rsport nevenues sources for th€ relar€d activities that promote school rcadincss by etrhrtrcing the socinl
and cogtritive development of low-incom€ child.en through tbe provisions of comprehensive h€altb,
educatioDal, nutitional, social and other servic€s.

D€bt Service Fud: This fund is used to accoutrl for and rcport financial rcsour€s lhat arc resi.icte4
conmiEe4 or assigned to exp€ditne for principal and intensr

Commotrw€altb L.sishturc R.soltrtioB Flrjd: The CommonwEalth trgislativ€ Resolutioos furd is
used to aaromt for add report gEnts ftom the Cornmonw€sld's LegislrEe.

The govemmental firnds report€d in dt€ fiDd fuarcial siatements are accoutrt€d for usirg the cuncEt
finaucial rcsomes measlfeme focus a tI€ modided acc.ual basis ofaccomting. Under this method
of a.counting, rEv€nues a.€ re.ogniz€d $,ben they arE srrsceFible to accrual (i.e. both measurable .rd
available). Revenues are coDsidered to be availnble when they are colledible withitr tte curEDt pedod d
soon €nough therEafter to pay liabilities of the cullent period For dris plrrpfi€, the Mmicipolity
considers revenues to b€ available if they are colecled withitr 60 days of the eDd of the curEnt fiscal
period
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COMMOI{\UEALTH OF PI'ERTO RICO
MTJNICIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMENIS

JmeJ),2011

NOTE A - ST MMARY OF SIGMnCANT ACCOIJNTING FOLICm.S - Cotrti!rcd

ReveDues susc€ptible to accrual include pmperty taxes! recogdzed as r€venues in the y€e for which they
arE levied; municipal license taxes .nd sales ard us€ tax€s, recognized whetr 6e urderlying exchatrge has

occurred .ld time rcquirEments arr mel atrd inte&st. h applyfug the susceptible to .ccrual conc€pl to
htergoyemmental rEvetrues, revenues arE rccognized when all eligibility requirements (including time
regufuenents) i posed by lhe pmvider bave beeo met and rcvenue b€comes ayailnble. TherE are,
however, essentially two t,?es ofthes€ r€v€ou€s. L the first c!s€, ol expeaalitledriv€n grarts, modes
must be oeerded on the specific project or purpooe (eligibility r€quirEment), befor€ any amormts aIe
paid to dle Municipality. Revenue is, rhereforg rccogniz'd as expendiorEs arE incurred to lhe extetrt

aiailable. Io ihe othe. cas€s, mod€s arc virtualy utrresficted md are generally I€vocable oDly for frilure
to comply widl prEscrib€d complianc€ rcquireitents. ld th€se cases rcveoues arE rccognized as thc time
ofrEceipt or earlier ifihe suscelible to accrual cri&ria is met. Lic.nses ard p€rmits, charges for services,

rent, fines and miscellatr€ous rcvedues ane generally rcco(ded as rcveaues when rcceived or are

recognized €adier iflhe susceptiblo to accrual criteria is met.

The Mudcipality reports in the govemmental hmds stalem€nts defered rcvenues which ads€ when
potendal rcverue does not m€et both mea$nble snd available crit$ia for recogritiotr in the cwE f
pedod (in lhc governhent-wide staErneots rBvenue G rEcogtrizEd as soon as it is eamed r€gadless of its
a\railability). Deferr€d rcvenu€s also arise 1xhetr r€somes eE recrivEd befor€ rhe Mddcipality has a
legal claim to them or before applicable eligibility requircrn€nts are met (itr case of ctrtain f€deral
expedinilE driven grants if Iesoulces are receivcd before allowable ery€ndi&es are incuflld). In
subsequent pcriods, when the rEvenue recogtrition caiteria is m€{, o. when the Mudcipality h.s a legal
claim to the rcsouces, the liability for defened revenues is removed froa the balance sheet and the

rcvenue is r€cognizeal

Expeditu.€s are generaly recognized lxhen the .elaled liability is incurred. Certain exc€ptiotrs to this
fundameflEl coftept include the folowing: (l) paym€nts ofprircipal ,nd inte.€st on general lory term
debt, wfiich are recorded as expeodiorEs wh€n due, ex@pt for principal ad intelEsl due on July I (in
lhis cas€ amounts arE recorded as liabilities md expeodiurcs on Jtme 30 shce atDol5rb have been

accumulated or tusfened to the deb! s€rvice fimd before July I palm€ab arE mad€) (2) vested

comp@saled abs€nces, claims aDd judgmetrb sd special termination b€tr€fts which ar€ recorded as

expenditurEs only to the extent tbat they are €x!€cttd to be liquidated widt e)penllable financial
r€sources (in the governmetrt-wide slalem€nb the €xpeNe and rclated accrual liability for long term
portions ofdebt mlst be included).

Sincr 6e govenmental fi.md scfltements eB Fes€r*ed on a difercnt m€astEBment focus atrd basis of
accourting tha! the govem ent-wide statemeflb, a rcconciliation is nec€ssary to e4laitr lfie sdjusEr€trts
ne€ded to tmrsform the fuod fimncial stateB€ t! into the SoverDBent{ide siaoements. This
,Econcilialion is part ofthe fimrcial statements.
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COMMOI{TYEALTH OF PUERTO RICO
MI]NICIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMENTS

JUEG 30.20rr

NO'IT A - SUMMARY OF SIGNIFICANT ACCOIINTING POLICIES - Contiru€d

Not€s to truatrcirl St temenls

The rrct€s to finmcial statements pmvide info.mation that is ess€ntial to a us€r's understanding of lh€
basic fna&ial stalements.

R€oufuid SuppleEetrtrrv ltrforpatiotr:

RequiEd $pplemenlary inforharion coDsists ofrhe Budgelary Compffisotr Schedule - General Fmd as

rEquirEd by GASB.

3. D.WiA zndhrenart

Cash and cash equivaleots consisl of cash od hatr4 demd depo6its ad shon-taim idvestments with
original maftfuies of tfu€€ months or less fiom the date of ac{uisition. Nootr€gotiable certificates of
deposG with ortinal man rity of more than three months arE coDsidercd tirn€ deposits as Equired by
current scand.rds. The Mudcipality fololxs the pmctice ofpoolitrg c5sh ofall fttr& exc€Pt for certain
Commonweallh's gants, r€sEictrd firnds generally held by odsid€ cundians a federal grmE.
Aiailable pooled cash balance beyond immedizce ne€ds is invested in cerEficales ofdeposits. Cash and

cash equivalents relatrd to Commonwealth and F€dsal grants (including ComEonweallb L€gislalurE
ResotutioDs) are restsicted since lhei. us€ is limitEd by applicable agreemenb or r€quired by law.

The laws md rcgulatiotrs ofthe CommoDw€alth ofPuerto Rico audlorize the Municipslity to invest only
in obligatioDs oflhe Co6mon*€alth, obligations ofthe Udied SEes ofAmeric4 cstificaEs ofdeposiE,
commercial paper, baDkers' ac.tptances, or itr pools of obligrtiotrs oflhe muicipalities of Puerto Ricr,
wiicb arc rnamged by rhe Govemme al D€velopment B.nk for Pueno fuco (rcDB"} INesment
culIEnlly reported consist of a noB.rded guarartEed itrvesh€trt €ont'ac1 ('GIC") maiaged by GDB. Th€

GIC is !.alued at co6t

4. R$fuzd dtsea

R€stricted asseE ale liquid asseb which hav€ $ird-parry limitations on their use. C3sh and cash

equival€nts related to Comrnonwealth atrd Federal grants (itrcluding C,olnmonw€llh L€gislahrIe
Resolutions) arE restricted since then us€ is lihited by +pticable agrsehcnts ot requiEd h,y larv.

Restricted cash wis fiscal .gerrt in the debt s€rvice fund cmsists ofthe uDdisbursed balanc€ ofp.opqty
aDd sales tax collections rctained by the Commonw€aldr of Puerto Rico {hich arE .Estsicted for lhe
r€psrrcnt of the Municipslity's general ad special obligaliotr bonds a[d notes as esablished by law.
ResEicted cash witl fiscal ag€ot of lhe other govemmental fuo& r€preseat lhe undisbursed proc€€ds of
c€rtain bonds, losns or glnts which are mai ained in a cash custodim accomt by lhe GDB or a fedGral

governmcDt agency.
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NOTE A - SIJMMARY OF SIGNIFICANT ACCOIINTING FOLICIES - ContinE.d

5. Recrittlrb arrd drcfion gownn atul afri6

R€ceivabl6 a€ soted net ofcstim&d allowanccs for rmcolec-ri:ble acc.oDts, which arE determined upon
past collectioo exp€aienc4 atrd qEftrt economic cotrditioos.

Amou s due Aom federal govenrment r€present amounts ow€d to the Municipality for the

r€imbulsement ofexpetrditurcs incur.Ed pursuant to federally firnrM progams. Aholmts repotted in the

d6t!t service fttrd r€prcs€nt property atrd sales tax rEvenu€s of cur€nt fiscal year collected by lh€ CRIM
(pioperty t x) and lh€ Puerto Rico Dcpatnn€d of TrEas.ry (sales tax) on the subE€quent iscal y€ar.

6. In .rlar l ratiw d ond Walrld

Activity anotrg fieds that all rcpl€sentative of lerding/tormwidg .nangem€ots oustadding at the end

of the 6scal year are Gfered to as either'du€ torD/to other fimds" (i.e.lhe Gl[Imt poftion of interfimd

loans) or "advances to/from o(her fiinds" (i-e., 6e mD-clrrent pottioo of ineerfutrd !o€ns). All odl€r

outshtrding lralarces among finds ae report€d as "due ftom^o other futrds".

7. Invrlorld

The Mmicbality purEbases gasoline, oil and olher expadable suppli€s held for coNumption. The cost

of dtosc Frrchases is recdH as expcnditue whetr incllll€d in the apFropda& fimd but the year_end

inventory is not recorded in ih€ StalerDe ofNet Ass€ts, as n.nrgemeot believes is not signifcaft

Inventory ofmedicines atrd medical s4pli€s ofdre Mutricipality's Advuced Medical Ce er CCIMA)
is capitalizcd and valued at c{$ using the fir$-iq fir$_out mdhod

8. Copi@I,sse,,

Capital ass€ts reporM in the governmental activities in the SLtemeots ofNct Ass6ts include property,

plaot, €quipment and hn[sEucture, (c.g., rcadn kidges, sidcaalks, ed similar items). The Mutricipality
defmes capital assets (except for infiEstrucore ass€ls) as 6ss.ts that hav€ atr individusl cost of $500 or
mor€ atrd have a us€trl life of one or more years. Ionasftcu,ItE assets aE capitalized besed on a
pe.r.trtage ofthe estimated ue6rl life. The c.st ofnomal trtaintenrDce and.Epei6 tbsl do mr add lo 6e
value ofthe atsets or materially extend aseets lives att not capitalized Major outlays for capitat assets

aod improvements sE capitaliud as pojects a& constsucted

C.pital assets arc capitalized at historical cost or estimaled historical cost if historical co6t is nol
uraitubte. Oonated ass"ts are r€co.ded as clpihl assets at dl€ir estinared fth ma.ket value at lhe date of
donatioo.
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Jurc 30' 2Ol I

NOTE A - SUMMARY OF STGNIFICANT ACCOT NTING FOLICIES - Cotrtitrucd

All capital assets, olher 6atr land and consEuctioD in Progress, are deprE iated using the stEight_line

method over the following useful lives:

Illesarirtion

l,aDd improvemeob
BuildiDgs and building inp.ovenents
l€asehold inproveoents
hfr"asEucture
v€hicles, machinery md equipment

Igetr

50
50

L€as€ tarm
rG50
5-10

In accordance with cment accomting sta ards capital ass€a are rcviewed for iBpairment. Impairmeat

occ[rs when ther€ is a significsrt decliDe in asset s€rvice utility due to lhe oc€ffrence of a promin t
€vetrt or cha.Ee in circrmstmces affecting the assr. CureDt strdads provide gidaDce for accomting

and reponing for impoirEent aod for iNurance recoveries.

9. Dqend bond i'sur,'cz t,sa

Botrd issuanc€ costs are reporcd as deferred chary€s and amortizcd as rcqulEd by cunEnt srandards.

Govemma&l fund types lErogDize bond issuance costs as oQ€ndi&ms dudng the cuirent F iod Those

issuadce cos6, whelher or oot wiihheld tom lhe actral debr proc€eds receive4 a.e rcported as

expeoditures in rhe approPriare filtrd.

10. Inngaerm o lgolions

t ng-te.m debt and olier long-rErm obligations, wiich are reported a6 liabilities in lhe 8ov€mmental
actifues column in the Stateoent of Ne,t Ass€ts, coDsist of g€oeral and sp.cial obligdion boDds,

Iiabilities for compensared abaencef claims and judgm€nts, .trd long_lem liabilities to olier
govemmental entities.

1 l. C orrrpPns oud abs.ttc 6

the M@kipslity's employees accumula& va.atioo, sick lesve atrd compensarory drnc besed on

continuous setUce. ConFnsated ab6€D€es are rEcorded 6 a liabifity if(l) are €arned oa the basis of
services alrcady performed by enplore€s, (2) it is Fobable dur wilt be paid (in the tuIm ofpeid lime 06,
cash payEnts J ternindion or retir€men! or some otheroeans) ard (3) eE nd continge oo a specific

event (such as illness),

The compeDsat€d abs€nces arc accrrmulated on t]rc basis of 2% days pcr month of vacstioB add I % (hys

per montir of sick pay and composatory time lP to a msximum of60 days of v.cations aDd 90 days of
sict teave. Upon separarioD from eDplolmeot the a.cumulaled vacalions sE liquidated 14 to the

maximum Nmber ofdays. Accumulated sick leavq which is accrurd based on all vesting amounts for
which payment is probable, is liquidated to employces *ith l0 years or morE s€rvice up to th€ m,xifiBn
number ofdays.
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NOTE A - SUMMARY OF SIGMUCANT ACCOUNTING PiOLICIES - Cotrtitru.d

Th€ accrual of comp€Essted at6€nces irclud€s estimded payments lhat are related to p yroll The entirc
conp€rsated abseoce liability is r€ported on the government-wide financial statemeD6. For
govemmental fund financid statementt the current portion of unpaid compensaf.d abs€trc€s is the
amomt thal is normally err€ctcd to be paid using ere€adable available fimmia, r€sotlrc€s. The norF
clErent portion oflhe liability is not report€d.

tlrsuaur to Irw No. 152 ofAugu$ 20, 1996 cfrective July l, 1997 lhe Municipality is tEquir€d to psy
any excess of vacatiorxi and sick leave accumulated over 90 days as of Dec€mber 31 of each yerr.
Paynents should be made on or befne March 3 I oftbe following year.

12. Fan.l balancd ard Nd Assds

During the ,€ar 201I the MuniciFlily iEplement€d GASB Shtement No. 54 Furd Balanc€ R€porting
atrd Govemmental Fund TWe DefuitioDs ('GASB No. 54"). This s@tement establishes accomting and
rcpoftiry sta ,Ids for a[ govemments lha! rqlon govs nental fimds. Ir a]so €stablishes oiteria fot
cbssirying fiIdd bolaft€s into sp€cifically defircd classificatioos and clarifi€s de6nitioDs for
govemmedtal fund types. These classificatiotrs complise a hi€rarchy b6s€d plitrIaily on lbe extent to
which the Municipality is tloutrd to observc coDsEafuts upotr the usc ofthe EsourEes reported As a result
ofthe implementation two sp€cial filnds were rEcLssified fion the general irnd to other govetumenEl
firDds. The classificalions are as follows:

Amounts that cannot be spent because arc either (a) not in spendable form or (b)
legally or contrac$ally rcqui€d to b€ maintained intacl

Amourts coostrained by extef,nal parti€s (oeditors, grantors, codribuoB, or laws
ad rEgulations of other govemmeDts), imposed by law through constimional
provisiom or by .nabling t€gislation. Enabling legislation authoriz€s th€
Municipality to ass€ss, levy, charge or otherwis€ mandate payment or rcsources
(from odemal resourc€ providers) and includes a legally enforc€able Equiremetrt
that tho6e r€sources b€ us€d oDly for the sp€cific purpos€s stipulared in the
legislation. kgally enforcqbility means thar the Mudcipality can be compell€d
by an exellal party such as citizEns, public inter€st grorps, or the judiciary to us€
r€sour€s crE€rrd by eoabling legislation only fol lie ptrpos€s sp€cifi€d by lhe
legislation.

Amounts thal can be us€d oDly for 6e slecific plJlpos€s inposed tlmugh fonnal
action (ordimtrce or resolution) ty coaseDt ofbo6 th€ Mayor.nd the Municipal
Legislarure, $e highest level of decision-making authority for the Muaicipatity.
Those committ€d amormts cannot be used foi any other purpos€s uless the
highest level of decision-making authority for the Municipalit, rcmov€s or
changes the sp€cified use by taking the same t,?e of action (ordinance or
rcsolution) it employed to commit tho6€ amomts. Fomal actiotr to cornmits firtrd
belace to a sp€ciffc purpos€ should occtrl prior lo tlrc €nd ofthe 6saal ye€r, but
the amou , if any, wbich will be subj.ct to lte coDsEsiDt, nay be &t$mircd itr
the subsequent period

Nonspendable:

ResEicted:

Committed:
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NOTE A - ST MMARY OF SIGNIFICANT ACCOITNTTNG FOLICIES - Colairr.d

Assigned:

Unassigned:

Amoutrts inteDded to be used by lh€ M!tricipality for sp€cific pupos€s but do not
me€t th6 criteria to be classified as rEsEict€d or commitd. lntent can be
expr€ssed by the Mayor or the Fioance Direclor, lhe official to which the Mayor
has also delegated the au&ority to assig! aoormts. with lh€ exc€ption of th€
general fim4 this is the rcsidual fuDd balanc€ of lhe classification of all
govenunental fimds witt positive fimd belances. Actiod taken to assig, imd
balance may b€ made afrer y€ar-€od

Is rhe rEsidual classifcation for thc getreral firnd and ircludes all spendable

amou s not rEsticte4 comEitted or assigDed. The general fund is th€ only futrd
that repora a pcsitive uassiFed fir balance amount. For all other
govemmental filnds the unassigned classificslion is used only to rcport a deficit
balanc€ rtsulting for the overspending for pecific purpos€s for which amounts
had been rcsrioe4 committed or assigned.

The Mudcipality appli€s rcsficted Esowces first wh€a expcodiu.res are ircuned for pttrpoG€s for ivhich
eilher restricted or u esldcled (commitae4 assigled md unsssigned) mounts .Ie ivailablc. Similarly,
wirhh uffesfiicted fimd b6lance, codmitted amounts arE rEduc€d first follow€d by sssigEd md lhen
urassigrcd arnoudts when expendhres arc incunEd for purpos€s for wfiich aoounts in any of the
mEstricted fimd balam! classificatiotrs could b€ us€d

Ia the govemfient-wide statements net ass€ts arE sGg€gat€d iDto dE€e categories:

lnvested in Consist ofcapital asset balances net of accumuht€d depreciation and oustandinS
capihl assets, balances of any bonds, not€s and other bomwings thar are attribuhble to tbe

net of.elar€d acquisitioD, constructior! m improveme.t of those assets. This cat€gory should not
debt include casb thar is rEsEicted ro capital asset acquisitiotr or coNEuclion (l[sPent

bond proceeds) ad ary termomzed aletfi issue costs.

Restdc'Ed ne! ReprEseni net asscts (restricted asseb Det of.€lated debt) rbal ar€ subject to
a!se!s: rEfictioDs beyodd th€ Mmicipality's c&Eol. These include r6{ri€tions 6ar aI€

extemally inposed (by creditors, grdtorE cof,Eibutors, or laws and r€ulatrotrs of
olher govemments) or rEstsidions impos€d by the law lhrough coostitutiotrsl
pmvisiors or gnabliog l€gislarion.

Uni€stricted net Repr€sent net assets thal do trot meet the definition of net assets inv€sted in capital
,ssets: 6ssels, n€t of rEld€d d€*rt tr rEstricted- UDrEstricled assets a€ oftEtr desigMt€d to

indicale lhat mnhng.Dent does not coDsider theD to be available for g€oeral

operariors. These typ€s ofconsfaints d€ irtemal atrd man genrctrt csn rEmov€ or
modiry them.

| 3. I Dterfu nd lraDsaclion s

The Mu cipality reports certain transactions as Eatrsfffs, wnich ale legaly r€quitEd Eatrsf€Is lial ae
reported when incured as 'Tratrsfers-in" by rhe recipi€ot f{nld ad as *Tl"fffers"otf by tbe disbursing
fimd-
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NOTE A - SIIMMARY Or SIGNIFICANT ACCOUNTING FOLICIES - Contiru€d

14. Rishfrranciag

Tho Puerto Rico Treasury Departuent (PR-DT) acts as an agEot, obtaining aod d€termini4 lhe cov€.ag€
for drc mudcipalities of Pue(o Rico. The €ovqagp for the Municipslity of Isabela consists of
professional, public respo sibility, prop€rty aDd theft, altro aDd fidelity bond coveragc. lnsuianc€ policies
co6ts aI€ allocarEd by PRDT aDong all the omicipaliti€s ofPurrto Rico. Payment ofthe Mmicipality's
insuraDce premiuds is montbly deducled iom adt nces of property tar( and amounts of mmicipal
equalizarion fiind send to $e Muicipality hy the Mudcipol ReveNe C-ollectim Center (CPJvf).
Workers compe$ation insura&e is also deducled ftom the monlhly ad\raD&s by the CRM. Sesled cases
bave not exce€ded insrrance cov€rage for any ofth€ past rblee ye$s.

15- Ase ol6timal6

The pr?eration of the basic &rancial sEEments in accodsice wi$ accouoting prirciples genera[y
screld€d in drc UdtEd Shle6 of Am€rica rrqui'ts manageDeat to make €stimat€s d assumptiotrs ttat
afrect the rcported amolmts of ass€ts a.d liabilities ed disclosu€ of contiryent asseb ad liabilities ar
the date of the b6sic fioarcial stal6ments ad the reported aoouots of revenues atrd erp€nditw€s during
Ite rcporthg period Actral r€sul$ could difr€r fiom 6ose e3dmrt€s-

16. Fnlvrc adoplioa oJaccoanthg pm^o$rcarra,,l

The GASB has issued the followitrg stateme.ts, whicb lhe Municipality has not yet adopted:

Statcment
To bc rdoptrd in
fr.d ye.r c!d.4

Jme 30,2012

Jlme 30,2013

57 OPEB Me.$.erreDs by Ag€ot Employ6s and Age
MuftipFEoployer Platr5

60 Accounting and Finacial Re?ortitrg for Service
CoDc€ssiotr Arangements

6l The FiBncial Repoftitrg Entity: Omdbus--ad

cuidmc€ Contaircd in Pre-Nover$er 30, 1989 FASB
and AICPA Pilmmcme s

63 Fi.arcial Reporiing of DefErEd Ortflows of Resources,
Defered Inflows of Resomes, atrd Net Position

64 D6.ivative InsErroents: Applic€tiotr of Hedge
Accountiry Terminarion Prcvisiotrs----€n a endmeirt
of GASB S@ment No. 53

amendment ofGAsB statements No. 14 and No. 34 June 30, 2013

52 Codification of Accounting and Finmcial R€porting

Ime 30,2013

Jme 30,2013
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COMMONWEALTH OF PUERTO RICO
MIJMCIPAI,ITT OF ISABEL 

NOTES TO FINANCIAL STATEMENTS

Jure 30,2011

Tbe impa.l of tiese stateEents in the Municipaliry's b€sic fiDancial staEmerts has not yet b€en
detemin€d.

NOTE B _ DEPOSITS AND II{VESTMENT

l. Deposta

Orstodial credit risk is fu risk thd in thE ev€nt ofa bank failurE, the govemment's deposits hey nor b€
rEtmed to il The Mmicipality naiDtaiDs rrsh deposits itr cornrBercial atrd govemmental bsks locat€d
fu Puerto Rico. Under Comtotrw€llh of Puerlo Bjco statutes, public firnds deposited iD coDmercial
bdks first be fuly colleralized for lhe amout d@6ited in exc€ss of f€drrsl depocitory fusttrece. All
secudti€s pl€dged as col.defal by the MmiciFlity arE held by dle Secrtry of TrEasry offtrerto Rico
h the Mudcipality's.ame.

Ar ye€I-€o4 drc Mmicipality's bank halaDce ofd€{Dsits in comrn€rcial banks arrounting to $34,052,136
was coverEd by federal dep6itory insursnce or by collater"l held by Se Seqetary of Treasury ofPuerto
Rico in the Municipality's oamc. Deposits in governmend ba*s (all of $,hich are utinsutEd alrd
ucollateralized), are expos€d to cBtodid credit dsk- At ycar-€nd the Mrmicipality's baDk balaDce in
govenrmental baoks amootrts to 94314,@2.

2- Iau@rrar,

The investuent held with 6scal agent consis(s of a non-panicipoling iN€stuetrt co Eact (troGra&d
guara e€d invesEnent cotrEact, rcIC"). Itis rcpr€sents the idvcshr oflhe udisbused proceeds of
lhe S3,010,000 specirl obligatioo bond mder custody ofGDB,lhe Mudcipality's fis.al agent, pusurtrt
to the bond purchas€ agreemed The GIC have an oustrndfug boladca of$193,335 as of Jme 30,2011
emiDg inter€st at a variable rarc (LIBOR minus .l93Vo, .nT/. ts of l\me 30,201l), have an original
maturity of90 da)B and is due on August 3,2010. The GIC ouistatrding bolance is valu€d at cost-

NOTE C _ RECEryABLES - OTEER

Accomts rEccivable - Othels as ofJme 30,201I follows:

$ 231,5M
147,333
39,506
26,252

42,971
$ 503,165

CIMA lbird-party payors
Sale of machinery and equipmeDt (saitdion rnrc*s)
CIMA - capitdion
Interest
CoDsEuction excise taxes
Misc€laneous

Certain amomts rEceirable are rEcorded as deftrred reveme in the govermedal fim& st@menls sinc€
tbey ale not available as rcquired by currE standards. S€e relat€d note c.
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C{)MMONWEAI;TE OT' PI,rNTO RIC.o
MUNICIPAIJTY Otr ISABELA

NOTES TO FINANCIAL STATEMENTS

Jurc 30,20ll

NOTE D - DUE FROM (IO) GOVERNMENIAI ENTITIES

l-,lmouna fuctrofi tow Mrrl.rtfu 6 of It . 30, 2011 fdb*s:
ConDonrc.Itt F.dcr.l
Govcrnm.na Gov.rlD.trt

Miior fird - c.!cr.l turd:
P-R EIecEic Power Adrcrity (PREPA)
MEnicipal Raaue Coll€ltior C€rt6 (CRIvO -

P.IL lrepertrtx of TrEae[y - Ckistmss boms

P.R Deplrt n€nt ofEiilcation
P.L D€p8trdot ofH€6llh
Oth.r!

Mrlor ftEd - mBG totd:
O6c.e of Comissioftr of Municipol AtraiE -

CDBG
U.S. Dcpaftftat of Housing ,nd Uftor

D€velopment - CDBG
U.S. Dep tm€at of Housi.g ed Urbn
Devclopbent CDBC'AR

M.ior ltrd - Ead St .i Amd:
U.S. D€parhot of H@hi ed Hutr.I S€wices -
Head Stltrt

Mrior frrd - D.bt s.wic. turd:
MmicipoJ Rev€nue Coll€ctioo Catlq (CPJM)

Mrior tund - CoEpotr?..ltt lrskLtor.
R.lolutioI. tuld:

Conmonwslth L€gisldive ResolutioN
Ortcr mv.mp.rtrl i!rd.:
P.R lrfasEucErE Fin cinS Authority ORIFA) -

'PINr Firrds
Solid W0i.Authority-t&df ll imgrovcm.nts
P-R f,Adtln€[t of L8bor- hw No, 52
P.R D€parEtenl ofFrmily - Itts
Ruml Dev€lopmfl t Co.pomtim
P.R f,)€po,tn€ of FrDily - Child Carc
P.R- Tl,trc Saf€ty Commission
P.R D€p.rhdt of Truryodarion

$ 613133 t -

7,43

184,333
24ffn
2t917
22,1&

l4o,EE5

,535
170,176
I59,448
122.694

6.Ov7

359,743

4rm

t6,449

376J668
30,128
49,000
8?,950

_!_______4t=5? _!_________l_!1L.!r

S€e notE H for d€tail ofamounts due Fom govemmenlal entities rEcord€d as defenEd rEvenue.
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NOTES TO FINANCIAL STATf,MENTS

Jrrc 3q mll

NOTE D - IrIrE rROM (IO) GOVERNMENTAI DNTITIF,S - Cortirued

2- Afioaia dne lo gofirnn@el d1fr6 6 qtan 3Q,2011toUors:

Emplo)€es R€rir€rEnt S)sletrl of thc Cov€rdltEt of
the Commonw.atth ofP.R. (o.nrent d€bt)

P-L Aqu.ducl ad &w.r Aulhority (PRASA)
P.R. D€partm€nt of Irbor - I,Ieoployffir

NOTE E. INTERFI'ND TRANSACTIONS

l. Drcforn/lo o r.rlxn*:

Gov.nr.rt

s nJu
t7.941
2l,aa

s llzl5I

Amouts due fioo/to olher firDds repr€s€nt advaDces to otrer filtrds for payrol atrd payroll taxes
ery€ndior€s, as fo[ow:

L.gtul.tiv. R6olrtior3:

Oth.rgoYe.trn. .lfunds:

Mrior f itr:
CDBC
He.d Stet
Conn)NEalth lrtislrtiv.
R.solutims:

Oll r 8ov.r!E.!til frldi.
Clild C&E
TANT
Tramc Saftty ConDissioD
PRIFA 'PIM" Fund
S.hool Mairiae€ (oME)
RI)nl D€velopfil.rt Corpomiior
Solid Waste Au$ority
P.R- Dc!t. of TED?o.tdim
P.R- D€pt of FrDily - Prcs
P.L Dcpt ofl,aborlrw No. 52
Olh€$

M.id tu!&:
G€nsal Fund

Olh.r gottn.au ADd.:
PRIFA - ?INr Furd
Rural DevclAm€d Corpomliqr

M.ior ftr'tr:

Aror

t 56252
306'.{qt

31,972

7105m
175,7t2
246080
3tt.1x
154368
t31240
t53:$2
2vt213
14700
2fi,4O
4t&270

s 3303.790

$ r,545

23,516
1525E

J .0379

3"1

s 9,05E



COMMONWEAI;TE OF PI]ERTO RICO
MI'MCIPAIJTY OF ISABEII\

NOTOS IO FINANCIAL STATEMENTS

Jutr. 30' 20ll

NOTE E - INTERFUND TRANSACTIO S - (rrtiDu.d

2. .adeqna6 @(ftorn) ofretdne:

Advances to (fiotrr) o{her firnds in frc amolmt of SlJ0TJy7 repr€strt long term advuces by fre
Cohmonlx€o1th tagisldure R€sotutions Fll,d to 6€ Gen€ral hmd h Fcvious yees to cover op€ratiooal

expetrdibrfts.

3. IW.a l, (o.rt):

Trrnsftrs aDong individual fiEds *tre ma& for op€rdica.l purpoaes. TraEfcrs fuclu& (t) ifier€st

eorned m rc*icted cash with trscaf agFot in ffc debt s€rvic€ find ard op.ding md capiisl

imFovcme.t loaas in dcr govemDaot l fiIods which &e trsDsfttt€d to lhe geoasl fud (2) iote[€s* i'l
Co;no realth Irgislatne R€sotttiotrs firrds wtict i5 t-&sftrEd to tbe gdeml tu d @4 (3) prhcipal

ard inraEst pcymem of lonS-tam &tt fesfEfitd fiom lhc g€o€ral find to the dct* sfrvice fimd. The

aBount of$5,954767 was traDsftr.Ed fioin lhe debt s€rvicc fimd to a sp€cial fimd-

NOTE F. FI'ND BAIJINCE

l. Farrd bol@ cla@dt
The govemmenta.l firDd batec€ classificdiorE strd amomts at Jlme 30, 201 I a€ lho*rl io &e follo*itrg
t ble:

ret136 ---)yerj01rl

Hac.
llrn.

cxd-Ir OoE
rrrrfr

---Cde- --!el!L ---&!c- 
rdl

------:- -----)gg-

------!grqc
_______lJg-
__-_lsEg!-

..,,.,

____BJL 
-gpL

---lga- ------.314.:5-



COMMONWEALTH OF PT'ERTO RICO
MIJMCIPALITY OF ISABELA

NOTES TO NNANCIAL STATEMf,NTS

Jun€30,2011

NOTE F- FUND BALANCE - Cootiorcd

c-rrit, c- ir* Oda
Drd.rd E.ag.d

_EL _Ed-@L ---t4r ---!d!q* r..M- rrldt 
-3EL-

llaLrl

zl\lx
50'm

2. Fa l balotce d&la
Certain special fonds hcluded in the fiDd star€oeDts disclosed fiItrd balance defcits .s follovs:

omlligr.d
rpornrt

s 91s92
s lolr3lla

I u1,a22
169,590
149,69
122699
8r,535

Mrior Fp&:
CDBC (E tid.irE t ,.d Stat€'s Proatu)
H€ad Stan

Oth.r GoYaln.ntrl rErils:
Child Carc - (SENDEC tDd Smner Cep)
L.aw No. 52 ad E2

Reyclitrg 2000
P.R- De?aiD€rlt ofFuily - 'PrEs"
PL LfiEEuchre FiraDcing Audrc.ity -'PDIr
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COM}IONWDAL'ru Of PIJERM RICO
MI]NICIPALITY OF ISABELA

NOTES To FINANCIAL STATIMENTS

fttrc 30,20ll

NOTE F- FIIND BAIIINCE - Contitr€d

P.R- D€ldtu€nt ofTruryortdior - ttblic

F€dcr]l Ttamit GrEnt - Trolleys
Public der Cod€
offic€ ofEld€rty
ARRA - ECTBG (Air Codilio!€r)
Othe6

66W7
49,000
29,750
29,ffi
2',084
53,921

-!---Jw827
The d€ficits r€suis ftom the accaual of expendiUrres withod accruing interyovemmcdal rcvenues for
rcimbursement of exp€ndihnEs. As rcquirEd by curent sta ards, tb€ Muicipality recod.d
irtergovemme al rEvenues for these EimbuE€ment (expcnditure{riven) grants on fiEd statemeDts

when all applicable eligibility rcquirEments have been met and th€ lEsoulces are ai?ilable.

NOTEG_CAPITALASSETS

1 . Cap al d$At ond dqftial*n adiitf:

Jjr t,2rt lElG lrdlc Jr.X'2rll
Gci@atd -liviris:
C?id ossdr .d hitrg d.!.ai.d-
td S 42A73l9 I 3l2,rg I - 3 4J60'raE
Cdfirdin b p.ogEss 52vt655 1J21N t,4LWZ 9't?t'trl5

Tdl .qiol 6sd !d tong
dac.iGd: 9515!14 5,036E41 U\g) r3i3E9va

C+id...d., t iEd.p.lci.d:
ua aprm* &t zrj85 - t54jl7

41m9to '73s3 
- 22€E323

Lc.lold iq.ovllffi 52x!.3 4354 ' S1)n
r7J17,r4 4?2,fi1 ,5,110 uJt/t019

v.bi.r..,driEyrd.9tiPt 9,E4994 91L$1 9,,!57 9,l46a3l

Tdd.qihlrlrlritdqd.?.an d ,Arl,i's7 22nJA7 95.ltl 5!0{,471
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COMMOI{WEALTH Of PUf,RTO RICO
MUNICIPALITY OF ISABEI-A

NOTES TO FINANCIAL STATEMENTS

Jurc 30, 201I

NOTE G - CAPITAL ASSETS - Contitru€d

ra @lmlatld @€cirootr f(r

Bundin$ ed buildiry

t rs.hold irqd.'Mts

Vdid.s tuctii€ry dd .q{iDrEl

T@l edulicd d.p@idid

39?9,tt3 111532
r9r00 4L4?9

225&0rl 316.9t6
4978,112 7q,425

JnrcSt,z[tl

9

4,(n694s
245,6D

\56t,716
5,133,0{4

t\6255q

3&tl6:l.EE7

$ 52,2rrri)

1,753

rrJ652I

?,483

19t5.755

-
t3243

6,,;03

655)76

To('l c4it l ssds bdq d.grei*4
o.r _____f&!!uiq 3@.012 319.791

S 4&026690 S 5J.l8,A7t I I,16168J

Deprecianon €xpedse was charged to firnctions/programs ofthe Municipality as fo ows:

GoEmE6rrl diviriB c4ir.l

cov€rph€nral activitiG:

Gcne,al gov€mment
Public uro{ks ad s.nio.tion
Public ssf.ty
Culilrc ad rccrediotr
H€6hh
Wel&rt atrd commlEity developlntnt
Educari@

Total &F[Ecini@e]9e"se gov€tmalalacliviti€G

$ 2U,658
710,851
1t9,798
68/.,474

42,374
68,038
a7,562

s 1911755

2- hopett] liat

The Mmicipality etrie:ed into a firlsncing agr€ement with tbe US D€partment of Housing and Utb€tr

D€vclopm;r GiUD) thowh a contact for l,oatr Guarantr€ Assista&e under S€ctioo 108 of the

Houin! ana commtinity l& of l9?4, as ame ed The agr€emen! for a maximum- coo'mitment of
$4,850,'000 will fioanc€ 6e cestructiotr ofa Youh SpoIts a Edu.alion Centet. The repoymeft of
fuids i; glramnteed drough appropriarion of fimds ftDm the community Developme t Block crant
Progran-(Etrtitlened)- ls part of tne conEact 4gr€em€nt between HUD a dE Mutricipality,
add-itional'guarantees at.Eqirit"d The Mu"icip*lity sbould ag€e to declarc atrd firnish to HUD, a

property lisn, satismclo.y to HUD in fo.n a substance ofHuD's ownetshiP inter€sl in dr€ prop€tty

io L ionst uct"a Gncliding lad), speciryi.8 an estimd€ of hir msrket value of not l€ss than

$6,062,500.

4t



COMMONWEALTH OF PI]ERTO R]CO
MUMCIPALITY OF ISABELA

NOTES IO FINANCIAL STATEMENTS

Jun. 30' 2011

NOTE G - CAPITAL ASSEIS - Conttuued

otr June 29, 2009 drc Mudcipality signed a de€d of a volmtary first mortgage in &e amount of
$6,062,500 itr favor of HUD of all of its estate, righf title and int€.Est h and to lhe Mortgaged

Prcp€rty, *hich includes the parcel of land on which the pmjcct is loclred and lhe proD€tty !1 be

coDstucted. During the 20-ye3r S€ctioD lO8 note repeyEeot tem, it wiu not be pcrmitted or sufrer€d

the usc of any oftbe proFrty for ady pUIPose other thel the use for which the sam€ was intended at

de time llle Morgage be execnted- Upon deftuh uoder tie Co ract for Loan Gusatr&' Assistance

rmder Sechon lOS, HUq at its optiotrs, rnay dEclarE lhe whole indettedDess secu.€d to be due and

payable, io \iAich erent HUD shall have lfi€ .ight fumcdialely to foreclose ffe Mfftsage

NOTE H _ DEFERRED Rf,VENUES _ GOVERNMENTAL FI'NDS

Defen€d rEvenu€s - Interyovemm€ntal Codmonweahh Govemmeot lEprEsent revenues not avail'ble as

rcquir€d by clErert stodaas and for federal GIab rcprcs€nt r€sources rEc€iv€d b€forc allowable

e+enaitures are ;ncured or resourc€s not available as requircd by cu[cnt standsrds. A detail of tbes€

barinces follows:

M.ior frrd - Gc!.r.|tuldl
P.R- Elediic Poelf Aotho.itY

(PREPA) 3
P.R Dcpartment of Tftasury -

Christuas borus Gimbusemeat
P.R- D.parh€.t of Educ.tion
P.R D.p3rtn(,t ofHealth
Orhers
CIMA - oirdra.ty p.yors

M'ior frrd - CDBG frnd:
Otr@ of Codniisiors of

Mmicipal Atrli$- CDBG
U.S, D€pdid€d of HoBing f,d

Urbm Developme -CDBG
Mti.r tord - Had Stlrt tu[llr

U.S. DeFrhent of Healh ed
Hurnan Sflices - Had SEn

M.i.. fi,.d - DGbt Sdi.. furd:
Muicipal Rev€oue Colection

Ccn&r (cRrM) - Eopcrty l,xes
M.i.. rird - Cdnnonratat

Irltsbnlr. Rdolutio!' fuodr

CorEorvattt F.dcnl
C{v.rrrdt Gnnt!

611.833 S -

184,333
1,t0,000
27,917

_ 2\4$ 
_

Oth.r

$-

4200

93,793

109,358

33,76

114,4&

27,529
Irgislati!c

42
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COMMONWEALTII OF PUERTO RICO
MI'MCIPALITY OF ISAEEI,A

NOTES TO FINANCIAL STAIEMENTS

J[lre 30,2011

NOTE g - DEFTRIED REVENIJES - GOVERNMET{TAL FUNDS - Cortincd

CoDmonrv..ht r.ddl
covdrp Cr.nb Otra

Olicr sov.ttrp t l f!tr.b:
P.R. Intr-asucnre Fimncing

Authority eRIFA) - 'PINr

Solid Wane Aurhority-Landfin

P.R- DeF{hdt of tabor - taw
No. 52

P.R D€lordr€ ofFamily Pres
Rursl DeElopoent CorDomtion
P.R Depntmat of Family - Child

P.R Tlnffic Safety Commission
P.R- DeparEnmt of JBti€ -I'ublic

Saftty Parh€rship and
Cohnuniry Policing Ci"nrs -

U.S. DEpartn€nt of Housing and
Urtan Dcvelopm€rt - H6rel.ss
PrEvedlion ed R pid R€housing

Other! 146,622 121,950

8r,535

110.176

r59,4EE
t2L699
105,097 :

247,t22
10,93E

2m'3o5

19,64t

61,t9 33Jr r 33,E

tr880 60,{88 \UO

3&509 22617 2L6t7

160,6t7

l---------!j]j-I.c :------s1.d, l-------441

NOTEI_I,ONCfIERMDEBT

l. Sat'drr,rf of W- bfrdeHadt f
The foltowing srmmsizes aclivity in lo g-Em d€h fs lt€ fscal yEdr €ad.d Jlm€ 30,201f:

B.L!..rt D{Gwittir
J.b r,4rt IrcE r.r ltcta J...34,a[ ---g]EI-

obfgaic.s Bdds
adNG t t3rz,oz4 s 1350,000 3 419,000 $ gjl&@'l 3 421,000

&linqrd accmrs 63358

NoI. parible !o CRJII'-
UMS 98J30

61,126

Trt{sryDepalmo, 16051?
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COMMONWEAI]TE OF PT'ERTO RICI)
MI'MCIPAI,ITY OT' ISABELA

NOOES TO FINANCIAL STATEMENIII

Jric 30,20lt

NOTE I - I,NG-TE*M DEBT - Corlillcd

I lndfin Obfigdioa

Par"ble to CRIM-

PAFbIE IO PREPA

Jjr l,2al0

4r8r,0m

4581315

\9v,63

1132,3

B.h.e.t It.?i6iD
J!o.3tl2oll _-9!!L

1,3t\M

2r&r58

390306

396869

a0,{n0

4j8l,ooo 4312,000 269,W

- 4,799,473

44E,f5l 1E76818 345.612

4t3223 396,869 396,869

- 40,000 40,000

45,4m

542,U7

88J64

5s6512

45,490

484,755

8tJ54

613,t33

2X

a8)9

2. Gar..al dnd sp€lol oblig"doi bond, oid nol6

The MEicipality's outstading general atrd sp€cial obligation bonds and ndes 3t Jme 30' 201I amout
to $9,318,0t4. All 6ese boods are serviced by the Covemm€ntal D€veloprn€nt BaDk for Pusrto Fico
(CDB) ma$ring ar \ffious da&s. As rEquir€d by law, the Commotrweallh Government is obligated to

cotteci property taxes for payhent of principal and interest on bodds ad noles. In additior! 2% oflh€
jX miniipa saks and use lax collected by the PR- DeParhent of Trca$ry is d€posited in a

'Municipal itedeEption Flme to fin5nce loaDs to Municipalities subjec,t to rcstsictions imposed by law.

Debt scrvice fiDds h3s been established for the bonds and notEs st GDB with tbe ptoc€eds of lhoce

prop€rty atrd sales and rrlc taxes, whereby suiEcient fimds must b€ set aside in order to cover the

proje.led d€bt service requirEmeot, before any rcw bonds are issued.

1 2r A6R!IL! t 
'-35l2l9 

I 665a-N5 S 22.$22i7 t 196l)'2106

Outst ding

1996 general obligation bonds of $525,000 due in annual

installments rangine fiom $13,m0 to $35,000 duough JaNary
I , 202 I ; befiing interest at 4-500,6 294.0N
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COMMOI{IYEALTH OF PI]ERIO RIC!
MIJMCIPALITY OF ISABELA

NOTES To FINANCIAL STATEMENTS

ft.c 3& 2011

NOTE I - I,ONG-TERM DEBT - Coxtini.d

4. Uta bqarindltub
Outst trdiog

Note payrble to CRIlt{ (Fitrsncitrg of d€lioqucst scc{untsF On

Apnl 2, 2002, tbe Mutricipality entered into a financing

agreement with the CRIM in the amount of $471,041, to 6nanc€

delinquent prop€rty lLx accoutrts sold to pdvate investor\ under

the provision of kw No, l'16 of October ll, 2001. The

€rEement is in the form ofa non-r€volving line ofqedit b€aring

futerest of 6.5% for the first 5 ycds and variabl€ for the n€xt

twenty-fiv€ yeals at 125 points ovsr lnndon Interba* Offer€d

Rate (LIBOR) and is drc on Dec€mb€r 1, 2032. As descnM
in hw No- l,{6, intff€sl payme.ts for the firsl five years were

financed thrcugh .48% of the net iDcre3s€ of subsidy provided

by the Commonwealth of Pudto Fjco's general ftrnd Also,

during the first five y€ars atry collection ftom thos€ delitrquert

accounts was crrdited to $e lo6tr principal. After the fifth y€ar

period tle loatr otsstanding balance was restnrcot€d for a

twenty-five yean period The amount is rep@id with u.lasEictcd
fuads through witbholdings ftofi lhe advEnces of proPerty tax

and amourts of mudciPal equalizatioD fund sent to the

Municipatity by the Municipal ReveDue Collecliotr CentEr

(CRIM). Debt service ltquiremenb in future years d€ ,s
follows: 60,488

Jtrr€3o- Pritrcilol Interest

2012
2013
2014
2015
2016

2017-2021
2022:2026
2027:2031

2032
Tot&ls

$ 2,880
2,880
2,880
2,880
2,EEO

14,402
14,4U2
14,402
2,842

_!-___ 60lg!-

I 3:762
3J84
3,44
324
3,046

12542
8,052
3,582

r78

4',1

E



C()MMOXIYEALTH OF PT'ERIO nICI)
MI'MCIPAIITY OF BABELA

NOTES TO FII{ANC'II STAfiMENTS

J[rc 30' 2011

NOTE I-I0NG-TEnM DEBI-Co nu.d

Outst ndiry
AmouBt

Not€ p.ysble to PuGrto Rico Solid Wrste Auihority On

September 17, 2004, the Municipality ent€rEd into a financirg
agreement vrith the P.R Solid Waste Authority for a total

a.raount ofs307,944 for upaid operating l€as€ charyes rclar€d to

equipment used in lhe Municipolity's landfiI. The agre€m€nt is

ilthe form of a non-interest be?ring norr (imputed intere'* of
6o/0, payable in semiatrrual installments of $20,000 (including

interest) and a 6nal psynent of $22,9'{4 in JaDuary l, 2012. The

note balance as of Jun€ 30, 201 I is being paid from rmresEicted

fimds- Debt seruce r€quirements in fifire yea$ are as follows:

Jutrc3o. PritrciDrl

2012 f 22,617

Interest

22,61',7

321

Note payrble Section 108 In.d Gurrant€e - The MEicipality
entered itro a financing agreem€ with rtre US Depaflment of
Housing and Urbsn Dev€lopmerlt (HUD) tbrcugh a contract for
Inan Guarantee Assistance md€r Section 108 of the Housing

atrd Community Aci of l9?4, as adended The agre€ment, for a

maximum commiEnert of M,850,000 will finance the

co$truction of a Youth Sports add Education Cent€r. On

October l, 200? atrd August 20, 2009 the Mudcipal8 rcc€ived

$1200,000 and $3,650,fl)0 rcspectively on advance tunds under

a $4,850,000 variable/fixed ratE note dated Jme 29, 2009. Th.
\,RF Note was designed to convert 10 a fixed mte note on its
Conversion Me. Oa July 21, 2010 lhe variable/fixed ral€ note

\.,as converted to a $4,312,000 421% note, pa)€ble in amual

instalknenb ranging fiom $269,000 to $270,000 and due on

August l, 2026. The face amount of the not€ was b€sed on th€

outso.nding balance of the cunulative amount of advan€es 1ie

Municipality received on or befor€ the conversioD date. Total

DavEent of$5,59331 I (includiry inHest of$1281.31 l) willbe
hnanced ttmugh appropriario of fr$ds from Se Comnmitv
Development Block Grads/ Entitleme Grants Prog?m.

IntereJ payments on fiscal year 20lG20l I arDoutra 10 $72'450.

Debt s€wice requirements itr fi,lurr€ years arc as follows:

4a

4,312,000



C()MMONWDAT,..-'---TH OF PITERTO RICI)
MT'MCIPAIITY OF ISABELA

NOTFS TO FINANCIAL STATEMENTS

ftn 341,2011

NOIE I - II)NG-TEnM DEEI - Contb!.d

Jttre 30,

2012
2013
20t4
2015
2016

2011:2021
2022:2026

2021
Totals

Piincipot

$ 269,000
269,000
269,000
269,000
269,000

1,347,000
1,350,000

270,000

-!_______4J 
tr,000

LsDdfr oblig ion r€fesents tle outshDding bolance of the

€stimat€d tiability for ladfiI clo6urE and post_closure carE cosB

CoDperssted ab3ancas - includes accrued vacatiotrs, sick leav€

bonefits aEd oitrer benefits \nith similar chaEct€d5tics such as

cornpensarory time; rEpresctrts the Muricipatity's commihcnt
to fond such cos6 fiom fuIlI€ opcrations. Amoimt is .€paid with

mresEicted fimds-

ChrirtErs Bonus - rEF€setrts the accrued podon coiEsponding
to 6sca1 year 20lG20l I of the Ckistmas bonus to be paid itr

December 201 l -

Cl,rims rtrd iudgmeff. - repr€s€rts anounts accrucd arisiDg ftom

a final s€ttlehcnt of one case to be paid subsequ€ntly ftom
uEs{ricted firnds by lhe Mlmicipaiity.

Pry.blc to CRIM - rep€s€sls tbe bal&ce ow€d to CRIM at June

lo, 20tt for exc€ss of advanc€s of property hx and other

subsidies over pieliminary arnomt ofpropaty tax colleGlions for
rbe 6scal yeat ended 2oll. Th€ amormt will be i€paid wilh
unr€stricled filtrds through widtholdings iom the advances of
pmpe.ty tax atrd amouDts ofmu cipal equalizatiod futrd s€ot to

tk mmi"ipatity ly Oe Uudcipal Reveou€ Co[ection Center

(cNM}

Outststrdiog

4,799,473

2,876,8t8

396,869

40,000

49
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COMMONIYEALTII OF PIiERTO RICO
MUNICIPALITY OF ISABEI,TT

NOTES TO FINANCIAL STATEMENTS

Jtne 30,201I

NOTB I_ IONG-TERM I,EEI _CO[dNrcd

Outst trditrg
Amouot

Payable to PREPA - As rcquircd by Act No. 83 of May Z l94l
the Pue(o Rico Eleclric Power Authority C'PREPA") should

annuatly pay to 6e Mmicipelities ofPderto Rico a contribution
in lieu of tax ({ELD basd on cerlaiD r€quiEmena as

sp€cified by the mentioned AcL The @ount of CELI oblig6lion
is used by the Muoicipalities to fitlance th€ anNal ele.Eic utility
expens€ paymenl to PREPA. For fiscal ye3r 2010 the

Mutricipality's annual energ/ charges amomted to S1,906,151

but the CELI obligation amount€d to t1,349,609. The excess

amou of $556,542 lx"ds rEcorded as a payable and a rcceivable
for the same amount and will be amortized over a thrEe-y€ar

p€riod As ofJune 30, 201I lh€ outstading amout of$613,833
includes a balance of S242,805 tom fi$al year 2009 and is
recognized by $e MuniciPality as a rrc€ivable and a liability to
PREPA. Debt s€rvice .€quircments in firture ye3ls are as

follows: 613,833

Jutre30 PriEciDal

$ 428J 19
185,514
613,833

2012
2013
Totals

NOTE J . LANI'FILL CI'SIJRE AND POSTCIOSURD CARf, COSTS OBLIGATIONS

For those ounicipaliti€s thd owD atrd oper.te a solid *?ste landfill the Commonwcaltb and Federal laws

aDd regulatioos rcquiE to place a fiml cover on its ladfill {heo it cease or discodinue acc€pting waste or

close ils hndfill. iccordingly the MuaiciPality is rcquirEd to perform certain mai.t€nsnce ed motritori'rg

activities ar fie landfill sit€-for thi(y yeals afier closure. ln addition to 1fie op€iating exp€nditures relaled to

cur€nt activities ofthe laldfill, ,n expeose provision and rel.red liability are being rccognized b'sed on

futl]Ie closure and post-clo$re carc cosls that will be incured oear or after the dale the landfill no long€r

ac4epts waste. The_Mutricipality has p€rformed a study ofthe activities that need ro b€ implenented ar the

Municipality's landfill to comply with applicable laws and I€gulations. As a rEsuft of this study, the

Mutricipality bas rEcognized .n estimated liability for fi.aure closurE and post_clo$re carE costs.

50



COMMONWEALTH OF PIJERTO nIC()
MI'MCIPALITY OF ISABELA

NOTES To F]NANCIAL STATEMENTS

Jutre 30' 2011

NOTE J. LANDFILL CIOSURE AND POSTCIOSURE CARE COSTS OBLIGATTONS -
Cotrtiru€d

On Jl,ne 2, 2011 the Mutricip&lity entet€d into a c@t'acl with a p.ivarr compoy ('fri Compdry) for the

tm*nrtation dismsa! of solid rr"ade and the operdioo of 0Ie mudcipal solid waste laDdfill for a 15 yeals

,,'trtl* ,mt"a tV -ot-u.t tems atrd conditiotrs, the Codpaoy wil bc rcspotrsible for Ibe ladfill's closure

*a oout llot,""-ot" ,* bu the MEicipa.lity aDd the Company wiu share tfie l@d6ll closure and

"*rli..,* **.."L. c.srs will be shared bosed oo the Pmpo.tioo of volufl€ of solid wasle depo6ited by

L.i 
""fty "r- 

total volume depcsited duriDg th€ latrdfiil's total operational p€dods'- Total volume

rleposited *"as delernined and will be rcvis€d amusly by an indcpend€ar engheering consufting corrpsny'

As Dart of the alr€€ment in or&. to fuunce the fulrtre closure ard po6t closutt clte activfies, th€ compony

*if i6f, "ri.-Ofy 
besis duting the total cotrftct pe*td sn @or,nl €qual to a.l/180 of the closu€

md Dost cloGure care Dtomr€d cosl The amou will be deFsit€d in a se?are bonk acco trl at the

uti"lp.riry" -a compatry's Dame and wi[ armually be rcvised b€sed o the annual ieview of the

calcularion ofthe uotal volume ofsolid waste deposite4

The estimated li.bility fol landfill closure aod post-closure cs.e cos-E outstanding balance, of $4,799,473

rEDres€$s the Mu cipalhy's shae of cosr as oi Juoe 30.2OII As of Jl'm€ 30. 20I I the Mutricipatity bas

not made conobtrtiom o 6nanc€ clo$fe ad po61-closure carc costs.

NOTEK_PROPERTYTAXjS

Tlle MudciDsl Reve c Co[€ctiotr Cr{ter (CRnvI) ofthe Commotrw€alth ofPu€rto Rico is rBpoDsible fot

i,"-r..or.[r" *lfo6* and distribution ofreal atrd persoml property taxes The tar oD personal ptoperty

is self-assessi by the taxpayer- The ass€ssment is made on a renr'& which must be filed widt the CRIM

u, fU* iS ,i #f, ,."t i.i is bascd on the curretrt value ar drc dare oflte assessment Real propsty is

,i.**-a uv ,t. infinr The tax is Seneral ass€ssed on JaDuary I on all laxabl€ propcrty locared *ilhin th€

rvririLipJi,y -a fi U""a on ftc cirrent walue oisting h ft; y€ar 1957 ror pttsonal Foperty lhe ttx is

;;;e dL rtirm filed on or before Mav 15. Taxes on 'a prope'tv m'v be ryiq-9n two equal

htfi.-,"lJyl; -a Jaroary 1". Total ;x rat€s in fone as of Jrme 30' 2011 ar€ ? 03% for p€rs@31

properly atrd 9-03% for rEal properry. The distribution of these ratcs follovs:

Basic prop€rty tax rar., wl ch
pupos€s and accounl€d in

is appropna&d for eercral
the Municipality's general

PeBonal Reel
Property Property

4.0OYo 6-W/o

l-03% 1.O3o/o

2.No/o z.WA
7.O3Yo 9-O3%

(2W.t Q0%\
6.A30A 8.83%

ftnd:
P€rE€.t tbat beldgs to the Comrnotrw€€llh's dctt s€rvi@

Pt cent that belongs to the M'micipality's d€bt scrvice

Discourlt gtlnlcd by hw ro drc ta4syers but reimburs€d io

lh€ Mutricip6lity by th€ P.R- IrEasury D@rtne,rt
Total per.ent to be paid by taxpayers:
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COMMONWEAI-ITH OF PI'ERTO RICO
MIJNICIPALITY OT ISABEI-A

NOTFS To FINANCIAL STATEMENTS

J[tr.30,2011

NOTE K- PROPERry TAXXS - CoBtinuod

Resid€ntial r€al prop€ity oc.l+ied by its owftr is cxempt by law iom property raxes on the 6I3t Sls,{rco

of the assess€d valu€. For such exdrpted @outrtg, lie Pu€rto Rico Dep€rtmeot of Trca$Ey assnmes

payment of the basic tax to lhe Municipality, €xcept for rEsiakf,tial mits ass.sscd at less-thE'lr $3'500 on

rvhich a cosplete exeEption is ga €d- Rcvenue tEl,lled to exemPt prop€rty i5 recorded h the Ge*ral
Fnd- Th€ Mrnicipality gatrts a complete cxemption iom FsoDal ploPerty bxes up to an ass€ssme

value of$50,000 to.errilers with a.trual net sales ofless ftan $150,000.

The CRIM adyances funds to 6e Mmicipality bos€d on an estimate of sp€cial gov€rnmenlal subsidies atrd

the propety taxes to b€ l€vied ad which are collecled in subseque periods. This dislribution includ€s

ad;; ;f property tax and amounls of sunicipal equalirrari@ fund tom the commonw€hh
govemment ftre Crufra is rEquircd by law to p{Epa.E a scttlement sElement m a 6scal year b€sis' *hercby

i comparison is made between th. amomts advmced to drc Muicipality ad smourts acitually colected

fiom taxpayers. The CRIM prEparEs a prelimionry setllement mt later thro tkee months after fiscal y36r_

enrl anrl i iinal sedenent oot later than six mon6s after fiscal year'cnd If act al collecdons exc€ed lhe

advaoces a receivable fiom CRIM is rccorded Howevet ifadvacls exceed aclual coleclionn a payable to

CRJM is re.orded A net payabl€ of $8&364, r€sulting ftom the filal s€ttlem€Dt for fiscal y€ar 2010 atrd

prcliminary settlement foi nscat year ZOt t, is retoraea as other long_term debt in the government wide

fnarcial stalements since it wil not be paid with cur€nt availabl€ fntucial r€sources.

On July Z 20l0lhe Commonweatlh's lrgislatur€ apFoved Act No. 7l *nich estEblshcd 1l ilc€Dtivc 
pl'n

lannestyl for Oc paymeor of ploPelty tax debrs. The Ac! apPlicabte to tax )cals 2008-20@ aod beforc,

iroviaei partlcipais a 100'9,/0 tuter€st aod penahies lraived Fmds wi bc colk ned bv rhe CRIM and

Lmiuea to rte ti,tmicipatities. Dritrg lhe year 20lG20l I arnrE$y co[ec-tioos of S433,326 snd $214'571

were recorded ir the general frlnd a dett s€rvice filtrd rcspectively.

NOTf, L - Mt'NICIPAL LICENSE TAXES

Muoicipal License taxes rle assess€-d atrnualy by the Mmicipality to all orgsnizdioDs or €orities subject to

the tax doing business in the MuniciPality's location except for etrtities totaly or partially €xenpt pusuant

to certain Cinmonwealti's starues. Tltis tax is based generally on voltme of busircss or gross sales as

shown in a tax rc!.tm rhat should be submitled on or bcforE April 15. Dudtrg the fs.al yetr eadcd JllDe 30,

201 I ihe tax rates werE as fouows:

Fitr5ncial business - I .50olo of gaoss rEvcnues

Other o.ganizalions .50olo of gross reveEues, except oBanizatioDs itr Sp€cial Dev€lopment-Urbm ArEas

which apply: rp 1o $100,000 - .3094 ofgross ievenues, aDd ftom $100'O0l up to $200'0m - 4096-

The tax is due in two equal iDstallments oD July I atrd Janu.ry I of each fis'al ye€r_ Tax r€verue is

rEcognized at tbal mom;t by Oe Mudcipality- A discount ofs% is allow€d when firll paymeDt is made

oo oi b"tor" ep.iI 15- Mrtrri;ipsl lic4nse'Lx€s collccted ldor to June 30 hut pertaining to lh' rcxt trscal

y€€r h the amount of p,001,(X8 is rE€dded as def€r€d rEvcnue.
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COMMONWEALTH OF PI]ERTO RICO
MUMCIPALITY OF ISABEI-A

NOTES TO FINANCIAL STATEMENTS

Jun. 30' 2o1l

NOTE M _ SAIES ANI' USE TAXES

On July 4,2006 rhe Commonwealtb Legisla&re appoved Act No. ll7 ('Act ll7) which am€ds the

Puerto Rico Intemal R€venue Code of 1994 to pDvide, among other things, for a sales and us€ tax of 5 5%

to be imposed by the Conmonw€alth Govedment. Act I l7 also authodz€s €ach municipal goverfincnt to

impo6€ a municipal sales atrd ule tax of I .5%. This mmicipal sales and use tax has in geDcral ihe same tr)(
base atr(l limitations (cxcept for rmproces.sed foods) as those provided by the Commonw€altt's sal€s and

S€ction 6189 oflh€ Puerto fuco htemal Revenue Code of 194, as amended adioriz€s tle Mudcipalilies
in Puerto Rico to impos€ a sales and us€ tax to con$rmcrs. This t x nust be impos€d in conformity with the

base, ex€Dprions and limitarions contained in Subtitle BB oflhe Cod€- The mudcipal sales and use tax is

specificalt imposed over all salcs transactions of taxable items and cornbin€d Ea$actions (as defined by

tie munici@ intemal rcgulation) taken place wilhin mmiciPal limits. The municipal sales a trse tax is

also specifically inpos€d over the puchase pricr for lhe use, storag€ or consumption of taxable

traffactions (as defitred by the municipal intemal regulation) taken place within Municipal lihia. The

Mutricipal kgislatu€ approved the imposition oflhe municipal salcs and us€ hi effective on Novemb€r

15,2006.

On July 29, 2007 the Commonwealdi lrgislarurE aPProved Acl No. 80 (Act 80") wtrich adend Act No.

I l? ofJuly4,2006 to impose to all the MufliciFliti€s ofPuetto Rico a udform ouicipat sales and us€ tEx

of 1.5%. Etr€ctive August l,2OO? l% ofthe 1-5% is colected by lhe Municipalities and lhe remaitingj%
of the 1.5% is collected by the Puerto Rico Department of Treasury eRDT). Act 80 also pmvid€s for
resEictioos on th€ use of the sales tax, *hich is rEquired to bc inv€sted in solid wa.sta and lE€ycling

progmms, capital improv€me s 3nd healdt .trd Public safety costs.

Amount coltecled by the PRDT (tbe remai ng .5% ofthe l-5ol.) is deposited in ac.omts or sp€cial ftnds
in the Goveromental Development Bank of Puerto Rico ("GDB), subject to reslrictioDs iEpod€d a,td

disEfuut€d as follows:

a".2'/oofthe.5yo*tllbedepositedina"MmicipalDevelopmer$Fmd"tofitrancecostsasrestricted
by lh€ Act,

b. .27" of lfie .57o will be deposited in a 'Municipal Redenption Fund" to finalc€ loans to

Mutricipalities subject to restrictioB inposed by tbe AGt aD4

c. .l% of the .5% will be deposiied in a "MuniciPal Improvem€nt Fun(r to fimnce capital

imprcvement projetlq th€se fimds will be distributed baled on legislation from the

Cohmo realth's kgiskrture

The M'micipal t gisltn[e approi€d the Murricipal Ordhanc€ No. 15 S€ri€s 2007-2m8 to co'form to
dispositions ofAct 80.
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COMMONWEALTH OF PT'ERTO RICO
MI]MCIPALITY OF ISABELA

NOTFS TO FTNANCI L STATf,MENTS

Jurc 30, 2Or I

NOTE M - SALES AND USE TAXI.S - CortiDued

Individualq orga ztions 6nd eotitios subj€ct to collert the muicipal sales and use ta( mil.ct 6le 6 ta)(

.enrn to tUe liu"icipafity. The tax G due-lh€ lod day of each moDlh bas€d oo lhe tax coll€cted in the

;;; -*th- A'!otal'$t75,136 sales and us€ tax rEcei\rdble represents 6e tax coll€cted otr Jme bv

iliilE;rprizati; atrd entities but rEported and paid to the Municipality on s before July 20' n€t of
**fiotitiu i"o*t"; Sso,al9 and $32,8&l reprcsents amounts of "Mmicipal DeveloPmeDt Fund" md
;U-*-i"iJn"a".oti- fund-, rcspe<*iveb coUocted oo J|Ec by itrdividd+ o.gmiario$ ard enrities bul

*-a i, il inor'"*""qr"or io r,jn. :0. ift" ,.ouot of$24,494 reled to Municipal Dev€lopndt FuDd

i" roo.a.a 
". 

d"e.t"a ."venue sirrc€ is not available as ,Equfued by curent strndards'

NOTE N - INTERGOVERNMENTAL REVENIJES

lnte.governmental rcvenu€s fu rhe Gerleral Fmd aI€ comprised ofthe foflowing:

Amout ofmunicipal subsidies and equalization futrd sent by CRIM
Comp€nsdion in iieu of tax fi'om the Pue.to Rico Ebcaic Power Aurhority

(PREPA)
Reimbrmement

expenditule
Reimbursement

expeddituros
Reimbursem€nt

expenditllles

$ 4,659,093

2A87232

211223

t9,399

fiom Comrronweatth Gov€mment of Christmas Bonus

fiom

from

Coiomonwealth GoverDment of t w 52 prognm

Commonwealth gove ment - other progams
129.191

$ 7,512,138

NOTE O- RETIREMENT PI-AN

l. Plon ddc.iption

Regular eoployees of the Municipality cortribtx€ ro a co6t-sbaring multiple employe' de-6n€d bercfit

;i;;";t;I* d*i"t*t"d by de employeet tetirement Syst€m of tbe Goi€nuned of.Puerto Rico

;d its Itrsiflmeffalities (ERsi. ERs coven all regular tull-ti'ne public €bPloyees workitrg for th€

iio.f g*".-"nita" ,ir"i"ipalities atrd certah public coQomriitrs-oot having lheir own retireme

systernsl 'Ite system pmvides retir€meot pensions' ded alld disability bcnefits'

Red.€ment benefiB depend upon age ar retitem€nt aDd oumbcr ofye3ls of ctdited.s€rvice' Disability

re ni Ueoens oe'utailable to-rrembers of occupatiooal a no occlPational disabilitils_ Betr€fits

rJ m- ". 
y* .fpf" porticipqtion. The sysem was qtared r'mder Act 447' aPproved otr May 15'

it5i;;il4 antbJ*e etiective on January l, l952 Retir€ment b€ne6ts are derermin€d bv lh€

-rriJ* "f 
oiruf",.a u"r"frt ratios to the member's average compeNation Av€rage cornFBation is

Jl'.*.a u."a il t 
" 

ticbest 36 months of co@e.sation r€cognizcd bv ERs- Th€ trmuirv' fior which a

.i-"-"rli r" 
"uOur..-it 

limited to a mhimum of $200 p€r mond and a maximum of 750/0 of ttl€

;;;;;;;;;, Lns i*.uo 
" 

publiclv finaftial rEPorr &ar includes Enarcial staremeots aDd

,"quiia *pitementury intbmdon oftbe Plaa whicb mav b€ obtaircd from the ERs'
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COMMONWEAI]TH OF PIJERM RICO
MIIMCIPALITY OF. ISABI I,1I

NOTES TO FINANCIAL STATEMENTS

JuEe 30' 20ll

N(}IE O - nETIREMENI PL.AN - Cotrtirued

law No- 305 ofsepEnber 24, 1999 amended th€ Acl No''14? ofl95l and was etr,cted with lhc pEpose

;;;ituhd ;J"" F*iotr prograrn (svsem 2o0o) The Dcw p€nsioo-program h€came eff€ctive on

ii,,:,il r,2rft6.-r^i"y"* i-fcipatiii in tl" cun*t svstch as or-Decembq 1lt l,? *'"l*'
.it 

"r 
i, 

"a, 
i, O" a"h*il bco;ft plel or Eansfer to th€ oew pmgrarD Persons joiniDg the govelt.trf,e't

on or after ianuary 1.2$0o will otrly be allowed to become memb€ts ofth€ o€w Plogmm'

sBleh2000isatvbriddefinedcotrl'ibutiooPl,tr.alsotJrognasacashbol.nceple.Ther€willbea
iliiii'i*-i- ,*1i-. *ucn *il te io'estea'uv rle svslcm, tog€lber wi6 thoae ofth€ cunenr defined

ffi"fi, ;h--;;d ;.;*n*, age will not be guaranteed bv lhe stde Sovemmetrt ad l[ill be

*ti""tir a tr," toral a.qmulated belance of tfre savinSs accoutrL Tte amuity will-be_ based on a

il*iif*tiJ'*"t-* ua each vear tlc enployee's contribution 1wi6 a minimum-of 8275% of 6e

"-ln"|.i*;t J"* - a 
" 

maximum of toz") wix be invesled in aD accomt which will ei&er (l) c€rn a

ii5-fi" i^*Ji"ir,"-*-i"ar Cotrst nt Ivt ruritv Trcasuv Note ot, (2) eam a rate €qual- to lsol' of dhe

*i"i'"i-rl" iv*"r;t in*sunent portfolio (net oi m'nagemJnt fees), or-(3).ern a.co:qio$on ofboth

;";;;. ii,h" ;;gs account bakfte is $ l0,o0o ir less at time of miremcn! the balance will b€

iilt*Jtv-,t" sv.ti to lh€ panicipafl as a lunp srurn Prrticip@ts rEceive,periodic ar'omt

rE";;; ;fuh' .; 6ose of rle'6ned bntributlon pians oowina then a'{r'red.balancls' Disabilitv

*i.* 
"r" 

not been s'a ed uodet the rcw p'ogra' nt enployer coorribdioos (9275% of th€

!-"f"L'. olur"f *i[-be us.d to futrd the currmt plar Uder Systeo 2000 the retir€ment sge ls

;*uci fril;A; ; A for 6ose eoptq'ces wto joined dre cuntar plan oo or aRer AFil I ' I 990

2. Fndtng poli.Y

Th€ Act 44?, as .Dende4 is tlrc auloIity mder which obliSatiotrs to codribute to the.Platr by tbe Plan

;;;, ;pl"yt"; oorer conmtling entities are esta6tished or may be anended Platr nembers

; ;;fu; ;ffi,,t" 5.775% of gro$ salarv 
'+ 

to $6,600 plus 82?5% of gross sal-ary in exc€ss of

ir,6oo'-o."pi fo. rte uty. o. 
".pioy"" 

*di u 
"'4plemcntttioo 

plaqvhich contribut€s 8 275% of
g.*" .a"ty.' fn" U*i"iputity is requir€d to cotrEibtne 9275% ofgrcos saLry'

The Mwicipelity's actual contibution for th€ qniErt and lhe prcvious th€e fiscal years' which is equal

to the required contsibwion, follows:

Fbcrl year eded: Law No.,lfl Systeo 2000

2011

2010

2009

s 209.055

s 
-___ 

/3s89_
$ -2{2y_

228]!L
234,155

- 2ro,7s8
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COMMONIYEALTH OF PUERTO RICO
MUNICIPALITY OF ISABEI-/T

NOTES TO FINANCIAL STATEMENTS

J[[G 30, rl

NOTE P _ FOSTEMPI,OYMENT BENEFITS

ld adalition to the pcnsion bercfils descaibed in Note O, tle Mudcipality is requirEd to cover mually lhe

3% idcre3se i! fitretirEmem plm of its rctirEd €flploy.es, as rcquirEd by CooDoDwcalth's laws. Also, the

Municipality is r€quirEd to 6Danc€ costs r€lated to lh€ apPlicdion of certain "Special l,aPs" issued by 6e
Connin*eattr Goreronenr Tho6€ Sp€cial ll\rs grroted hcaeas€s in Fnsions aDd other benefits to

retirEd eEployees of the Municipality suct as medicin€s boDus, Cbri$mas botrUs and ded benefits_ For

lhe fis.3l,€ar 2OI l, €osts Elated to lh€se post employmed b€oefits aoomt d to S12l,650-

NOTE Q _ COMMITMENTS

L Apefiirw Lalls

The MuDicipslity leases oEc€ space and office equiP$ent mdet operating lease sgeemcnts, which

gederaly have terms of one y€ar or lcss aDd aE automdically r€newed for ih€ same lerms_ R€ aI

;xp€osas aDouted to $363,055. Mansgcment bcti€ves thit the surtunay ofthe firtlE dinimtlm rErtal

commihents rmder non-c€ncelable equipmedt leases with terEs exceediry oEc y€ar is not signiflcalrt

2. Cotatl doa

Thc Mmicipatity has commihetrts ar June 30, 2011 of appmximarely $4,117,709 for coostuction,

improveme s or Efiovaliotr ofcrrlain cspital assets-

As of Jlme 30, 20ll fre Muoicipality has oustading encmbranc€s in the g€neral firtrd of $4246&)
which a& assigned for general operatiooal Prpo6€s such as pmfessioDal services, buildi4 r€paiE and

naifieDmce, ac4uisitid of ftel atd lubdc{ols, mathircry, equipmeDt aDd vehicl€s mai, enarce atrd

o{her miscellaneous acdvities.

NOTE R _ CONIINGENCIES

l- F.terol and Cona$neqbh g'cn,,

Proj€cls fioaDc€d by Federal and Comootrwealth's Gr.nts arc srbje$ to audits by gra ors and oth€r

govemmertat agencies in order to de&rdine lhat trc erPenditres comPly wilh the- conditims of srch

laots. It i" tte u,-l"ipaity's opinioD tbd !o additioMl n.terial Er€corded liabilities will eise ftm
audits F€viously perform€d or to p€rffin.

2. L *dions

The Mu cipality is, ar pres€.lt, a d€f€ art i, & ouhber oflegal ndteis lhat adse i,l lh€ ordinary coutse

oftlE Muni;ipaiity's activities. Ther€ arE cas€s whs€by the Mmicipality i5 a deGndant or codeftndaot

tllat will be covercd by itrsuance c6rtain cas.s lrhe'Eby th€ legal coims€l has ml delefmircd an outcohe

and other cas€6 lhat will trot b€ covcr€d by insur&ce. Ho*€ver, it is the opinion ofdrc MEicipality snd

fre lcgal cours€ls th5t, based on their exF.ieme, sucb actiotrs and the potential liabilities will not impair

the Muni€ipality fintncial positioL
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COMMOIlwrr J....'--TII OF PITERIo nIC{)
MUMCIPALITY OF $AEELA

NOTESI IO FTNANCIAL STATEMENTS

JtrG 3)' 20ll

NOTE S - NEI ASSETS \ FUND BAIIINCE NDSTAIEMENITi

Tltc followine t ble disctos€d lhc net c.tmgE itr tr€t ase€B atrd fiIltd baldces st bcgiming of year 3s

p."i."fy 
"irtaa 

i, rt" finaocial oareuec. The @inaing bsl&c€s haYe b€'n rEsbt'd as folio*s:

i -E"l-* / d -t s, d b"ei-.c of vd, s PBiNry
r. l

3 l?,Oro,tl,t

91,136

50.70t

Fu.d

J 0?1.590)

Fu&

$ 4l?2,160

R.dsifcdid of t s 52 d rrs E2 SFci.l Fids lo Olh.r
c-EmrElrl Fuds 6 a cult of lgplicdic of CASB

cdr.di@ of e €id, udc$eE of i.t rfmd ldE

FE I B.trE/ dsas, it giEiqof Ja, is G1d.d

(91fi6)

(50,701)

-l--ll :rt !--Jn- --!---198044

NOTE T _ SI]ESf, QI'ENT E}'ENIS

Subsequent to June 30,2011 the Muicipality issued lh€ following long-tttm obligations:

I on seDt€mber l.20ll de Municipalitv issued a $2,330,000 Gefftal Obligation Bond drough lh€" 
c"r."G"""f o"*f"pment Bank oi P.d- (GDB) for public improvemeBts- The 

-Bond 
will bear interest

at 1.50elo over Fine rate (with a midmum of67o) atrd will be due on Julv l' 2028'

2 Crn seDlembe. 22. 2Ol I drc Muicipolitv issued a S3,625,000 Genenl Obligation Not€ dlrough lhe
- c"';#-.;, ;;l.p-enr sa"k oi p.[ (cDB) for d'e acq'risitiotr of l'trd ad |he conruction of

.o.*t..*ra"iriti"".m"Not€willb€6rhter€statl.5(Moverp'im€rde(withamimumof69r'o)and
will be due otr JulY I , 2036.

3. On October 25,2}ll tte Municipality issued a $1,545,000 General Obligation Note Srough lhe- 
;;";;;;"ii;;tp.e Bank ;f P.iL (GDB) for th€ a'4uisitiotr or proPenies atrd rhe co'sEuction

"ii"ifii"i 
i"ita" gi"a start program- tie t'tote wlll bear int€r€st ar l 50plo over prirn' r'te (with a

minimud of67o) and will be due on July I 
' 
2036.

57



58

RE O U I RE D S UP P L E ME NTARY IN FO RMATIO N



IEEEElT 

11 1

rleF$11a111

--31Ig,$
si:l€::l
>_ lt

"l

dt

il

------t-l-
e!6!r-€-lo-l--

';i-l'1"

-9, 
EEi E$ Ei riiaE:Ei

,,ig:EE,,i a,EEs:,iii iEE ii

t^------l-
!. a d3'S3e'B'Nla
!i;gl *=i;e?-'lf
Ea d I'l-l

I seEalcelp
il i .i .,i vi ldgt-
l.l

! < o1

16 Eq: > yE
F I zZ

,= 3>93 
=2. E OU4 92

E

t

c

r
I

I
.E



COMMON!'YEALTH OF PI'ERM RICO
MIINICIPALITY OF ISABEI-/I

NOTES TO REQI'IRED SUPPLEMENTARY MIORMATION.
BI]DGETARY COMPARISON SCHEDULE _ GEI\IERAL FUNI'

Jorc 30' 2011

NOTE A _ BIJI'GET PROCESS AND BI'DGETARY BASIS OF ACCOUNTINC

The Mmicipal budget is prepa&d for lhe General Fmd fo[owiDg lh€ requircments of lh€ Auionomous

Municipal lrw of i981, as a-e"aea ft is develop€d utiliziry elements of perforDarce_based progam

budgeting atrd zero.based budgeti4 and includes estimates ofEvenrr€s atrd oth€I souces for ensuing fis'al
y€sl under laws €xisting at the tine the budget is F€parEd-

Bualget amenaln€nts aft apFoved by the Municipal kgislaolE. Ceflain budget rransf€rs within the

limi;tions and resEictions of dte tt'Io"icipat ta* ca" be approved try the Mayor or by lhe MmiciFl
l,€gislatue. The budg€t comp€dson schedule provid€s informdion about lhe odginal budg€t, the anended

budgpt ad the act al rtsulB, l.md€r fie budgetay basis of accourting.

The budgdary basis of accounting is differ€Dt from GAAP. Revenues are g€nerally rE ordtd wh€n cash i3

receiverl-and ixpenditures are 8en€raly re@rded wh€n the relarrd ependiture is incmtd o. endnnb€r€d'

The encumbr.ncrs (thar if puchase orders, cotrEa.6) are coosider€d expenditurEs when a commitm€ is

made. On a CAAP basis encumbraDces outtuding at yesr_ end srE rcported itr the govemme al fimds

statemene as assigned fiJnd balanco since lhey do not constitute .xPeditwEs or tiabilities whil€ on a

budg€tary basis encumtraces are recorded as expendifur€s of the culent yeaa. Enc|rmtmrce

apfu.iarions taps" -e yet aftor the end of ihe 6scal year. Unercumb€ltd appropdations trE laps€d ar

y'"ur*"a t" 4a W"i of btdgetary conEol (lhe level at which e;Qelditures may not legaly exceed

ppropriations) is at the fimclion level.

The presentation of the budgettry dala exclud€s other appropdrtiors sucb as c+ital projects' debt s€rvice

anrt ipecial rcverue fimrls because pro;ects are tnaeO oo a multi_yea. natur€, geoerally Iequiing several

years to complete or effe.trve budget ry c-ontrol is altcmatively achievod lfuough general obliSarion bond

inderturEs and legal and cotrEactual grat* ageement provisions.

NOTE B - BI'DGEI TO GAAP RECONCILIATION

The ac-cohparying budgetary comparison schedule prEseots comparisons of the original-md 6nal legaly

adooted b;si wiih acNal data on a budgctary basis. siDe according prirciples applied for 6e Pupos€s

oi i"*r.pirlg dala on a budge{rry tcsiis aifer signmcaoOy fiod lhosc us€d to Presefi a&ouotitrg

p.ir"ipfo'gi"offv 
""cepted; 

tie United states, drc following budget to GAAP reconciliation is

preserted:
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COI{MONWEAL E OF PI,,ERTO ruCO
MI'MCIPALITY OF II;A3EI"A

NOTES ro REQT'IREI' SI'PFLEMENIARY INFONMATION '
BI'DGETARY COMPARISON SCUEI}ULE - GENERAL IruNI)

Jotr.30,2011

NOTD B- BIJDGETToGAAPRITONCILIATION -conlLlld

Erc€$ ofre aru.3 rDd olier fnaiailg looltaa over lrp'rdthlts 
'rd 

ottcr fi'[cirg
n .. Oudg.ff, b.th):

Budgct !o GAAP diff€ftftcs:

Endty difer.n .t:

Notr hdgeted finds rccorded as r€veNls for finocial rrporting FnpG's:

Notr budg€tcd firnds rEcold€d as er9eDdinnEs for Gnacitl r€portiry:

Noo budg€ted tresf.ts in:

NoIl hdseted fttrsGrs out

Bosis of .ccorDting difhrr...:
Rcvc es rccoldcd for fiD&cial rtfdti'g pur?osls btn mt iu butgELry hsis:

Exp.ndiuEs recoited iD btdgctary bslis ba not for 6r&ci'l rEportiag pt'rpo6cs:

E g.ndiErB r€corded for fnancial rcporting prnpocts btn not in hrdg€'4y bosis:

R.TEIILB i€cqd€d in hdgcta.y bosis htr mt ftr fn'ncl ltpordigFlF€€s:

Thing ditr rem6:

Cllrrtfr y€d eDcuEbr&cEs rrc.rdad as e'A'ndibrEs for hdg.lary &pordag

pltrpos€s:

Prior )l.r €nct brances Ecorded as e'qtsdin'!r€s for fitrancial rlPorting

pulpo6€s:

Nat ch!r8. ir fotrd b.lttrc. (GAAP D$fu)l

$ 967961

2,931,945

(4,364229)

7,sw30t

(35,115)

1,O57,363

30,u9

(6s7,s17'')

Q79,897'

26i1,358

(129,O11)

r 7-rry.005
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COMMONWEAITH OF }IJERTO IICO
MI'NICIPAIITY OF ISA}XI-A

SI'PPIJMENTANY INFOBMATION - IINANCL{L DATA SCEf,DULE

BAIAIICE SgEf,T AIID SIATEMf,NT OI. REVENUf,S AIID EX}f,NST,s INTORMATION
JUM I'20



COMMONSf,ALTE OF }UERTO BJCO

MUMCIPALITY OT ISAXEL/T

SI]PPLEII,EMARY IIITORIIIATION . FTNA CIAL DATA SCHEDUIJ

BAIANCf, SEEEI AI{D STATEMENT OF RDYENI,IES AI{D EXPENSES INTOBMATTON
JrIlIf, 3{).201t

14.&71

Eou.rioa Choh. Vouch.E

91000 r'.hl omErir! - AdDirhtEiiv.

iGamorut mrrsroods to dtc

r€.s esi.d d dlc Frdi
in vo,crEls otuini*a€d tY
Municipdlity 6rJ5a) Pus

r€imbme eoi tlc€iv.d tontlle

ofttE HAP rtot payhd n dc on

ofdE portabilily_in unils duthg lGl I

ll170.05l
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COiIMOIIII'E^LTE OT PI]EI(M RIC.()
MI'MCIFAIITY OF ISABELA

SUPPLEMEMARY TNFOTMAIION - FINATCIAI- DATA SCHEDIJI-E

f,AJrlNC-E S{EET ANL STATEMENT Or nEVENITES AI{L EXPENSES IMOnMATION
JUNE 30,2OTt

The ,omparyiry nc ..! & int€8rd ldt of dds scb.dth'

Ttis amut corlspords !o ttE
ofrcrt & unlitis sllo*looc chdks

*sE outstaodinq fG ,torc th8n one

ii iffiid-IiaE-c Hcv udu- ll
I190 t,
l2l0 I
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COMMONWEALTH OF PUERTO RICO
MI'NICIPAIITY OT ISABELA

NOTE TO SI'PPLEMENTARY INT1ORMATION . FINANCIAL DATA SCITEDIJIJ

Juac30'2Oll

NOTE A - BASIS OT PRESEMATION

The accompaDying finatrciil data schedul€ (FDS) is a tsial balame of 6: fectio.n 
I Housitrg Choic€

'i""Jer il"g;r,-"d-inistered by the Municipality. The FDS was crEared in order to shudardize the

m*"i"f irlirrai"" *p..t a ty rutfc nousin! eutnorities (PHA) to the Rcal Estale Ass€ssm€nt center

6faQ, as requirert bytlc Uniiorm Finaocial Reporting Stadtrds (UFITq REAC is th' US Deparrment

if ri"riirrg *i urb-b*"bPment (HUD) national maDigement center cre5ted to asscss lht'ondition of
f*-rO o*,i"a *a u""i"rca properties- The IJIRS are rules to implement Equir€m€f,ls of24 CF& Part 5'

Subpan t{, for the electronic filing offinarcial inform,tion to Hl,D'

ln accordace with the guidelines for rEporting ard atltstfltioo rcquircments of UFRS' the accoDpdnying

ibii. iofra"a * i.rotir",;on sr4plenertary 6 he financial slatemcnts ll wes ptePared usitrg thc accdal

basis ofaccounting ts rcquired by REAC re8ulations.
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COMMONWEAI;TH OF PI'ERTO RICO
MUNICIPAIITY OF ISABELA

NOTES TO SCMDULT OF EXPENDITURES OF FEDENAL AWAXI'S

Jurc 30' 1)ll

NOTE A - BASIS OT PRESENTATION

The ac.ompanyirc Schedul€ ofExpeddinEls of FedeEI Awards incltdes thc fu€ral Sra adivity ofdE
Muicipality uder progams ofthe fEdcral govemmeft for the )€!I ended Jlltre 30, 2010. the infornation
iD d s sah€dulc is Fes€Dted in accoddce wilh lhe requircme s ofOMB Circular A-133, Atdit ofslats,
Iaco! Goeerrrnen s and Nonptoft Oryonizdiow. Ttd,ffore' soDe amoutrts prEsenled in this 3ch€dll€ may

difEr torE thc amounts pres€ffed iq or us€d h fte preparatiotr oi the basic financial sffed€ots. B€.ause
drc schedule F€sents only a s€lecl€d portioo ofth. op.r'diorB ofthe MudciPslity, it is not idetrdcd to and

does trot ptEseff thc fiDmcial positiotr atrd chtages in nei assets oflb€ Muicipdity.

N( TE B - SIJMMARY OT'SIGNIFICANI ACCOIJNTING FOLICIES

Expenahtlnes reported oo the Schedule are reportEd on lh€ trodified a.rrual bisis of accounting. Such

e&endi!,res arE lEcognized *hen the related liability i5 incur€d followirg Oe cost principlB cootained in
OME Circular A{7 Cor, Pircipletfd Srde, Iacal and Indiai TnM Gov"rrrn€rrs, wh€reh cefth typ€s

of €xpcnditu6 arE not allowable or a& limited as to r€iDburseDent

The Caralog ofFederal Domcstic Assis8nct (CFDA) Nunber is a Fogr.m id.ntificdioo Nmber. The first
two digits idediry the fcdEral depare€nt or agcncl thsl adoinistcls the progran and thc l.* thfte
nuEbe,rs are arsign€d by nuEerical sequence.

State or local govemm€dt rcdistributions of fedcral awards to lt€ Mutricipality, holvn as'pess-{uoug[
aw6rds', should be Eeated by the Mudcipality es thowh they v/ere rEcrived direc{y fi-om lh€ federal
gov€fiment OMB Circular Al33 requires the schcdule to inclu& thc nane ofthe Piss-{b.ough eotity and

tle iaeftirying number assigned by ihe pass-tbrough €ntity for the fe-deml swads received as a

suk cipicnt. NumbeB identified ss N/A ale not applicable ard nulibcrs ideBtiEed as N/AV arE not
iEilable.

NOIE C - RECONCILHIION OF EX}ENDITI'RES PRESENTED IN TI{E SCIIEDULE OT
E'EENDITURES OF FEI'ERAL AWARI'S TO TIIT EXPENDITI'Nf,S PRESENTEII IN THX
BASTC FINANCIAL STATEMENTS

Commonity
D€v.lopm. Block

GnDt ProgrrE
FuDd

Otn..
CIDA No. /
D.scripfiotr

Herd
$.n

Prorr.p Fund
,-10.558

14.871
14218
u21A
11223
t4.241

ARRA- 1,1.262

16.803
20.501
20.600

ARRA. El,I28
93.6m

ARRA - 93.M8

1,407,97 7

2,084,014
I,143

4,O2:3

180223
29,95
49,000
41215

t 13,m4

l r 1,6E4

803,7J0
1332,780
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COMMOI{WEALTII OF PUERTO RICO
MUNICIPALITY OF ISABELA

NOTES TO SCHXDULE OF EXPENDIruRES OF FEDERAL AWARDS

JEne 30,20rl

NOTE D _ NECONCILIATION OF EXPENDIII'RES PRESENTED IN TEE SCIIEDULE OF
EXPENI'TTURES OF FEDERAL AWANDS TO TIIE EXPENDITIJRES PRESENTED IN TIID
BASIC FINANCIAL STATEMEITTS-Co inued

CmA No. /
D.scriDtion

Gw.rrDCDtrl
F!ndi

Corrr.it,
Dt dop..rrllocf f,..d
Grlft Plogr.r SLrt

--8ry.e4-
.:

93.041
ARRA - 93.707

93.575
ARRA - 9l.7ll

Totrl non-fedeml aalrds

Totd cxpcndiluEs, flnd

9,76
&685

35J,049
31567

1,349,t81

\t$5n
3,493,134 2,236530

NOTE E.I,OAN GUARTNTEE I,o N OUTSTANI'ING

On October l,2007 ad August 20,2009 the Municip@lity rEceived $12fl),0m and $3,650,000
resp€ctively on advance fimds uder a $4,850,000 variabler'fxed rate note dat€d June 29, 2009. Tbe VRF
Nol€ was designed to convert to a fixed r.te dote on its conveGion Date. on July 21, 2010 rhe

vrriable./Excd rate note war converted to a $4,312,000 4:19l. nole due on August 1,2026. Thc hce al,louot

ofthe note was bas€d on the outstanding balance ofthe cumul.tive amout of advancts the Mutricipality
r€ceived otr or before the convetsiotr datc. The Heral award wi fiDance the coDsnudion ofa Youtb
Sports add Education Center. The Mudcipality expended $2,084,014 from drcs€ proc€€& duting fiscal
year 2010-201 I . The following represents the loan outstaading balance as ofJule 30, 201 l:

Ort3t ndi[g
CIDA No.

S J.49J.13.1 t 21365]0 t 3533i45J

14.248 cotmuilv D&elopment Blocl Ctuts- s€dion Im LomGu.ra €.s -!--1.3!p99-

NOTE r- SUBNACPIENTS

Of dte f€dcrsl ere€nditu.ts prlseo!.d in lhe schedulc, lhe MEicip€lity provid€d fed6.l twads to
$rbrrcipicBts as follorsi

CrDA No.

A2A

subr..ipLat!

$ 180,221
ARRA - Homcless PE\ution 3od R.4id-Rc-HoBing Progra.n

Tcchnical Assisr.Dc.
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The Hono.able Mayor, MembeE of
the Mutricipat Logislature of
tbe Municipality of Isabela
Isabela, PR, 00622

we have audit€d the finarciat slatemena oflhe goveED€ntal activities' each major filn4 and the

aggegate EmainiDg find information ofthe Mudctpdity of Is.beh ofth€ Commonweslth of
frttJ ni* 1O" 'tri*i"ipality'), as of and for the year eoded June 30, 201l, which co[ectively

conpdse the'Municipality's basic firancial stxements 8!d have issued our rEporr thereon dated

feUmary ZS,2012. 
-We 

conducted our audit in ac.cordance witb arditing staod8rds genelally

""".pt"i 
i" &e United States of America and the standards 4plicable to finarcial audits

coDtained itr GovoEment Auditilg Staldards, issued by the Compaoller General of the Uuited

Stales.

hternd Control Over Finrncid Reoortinq

In plaming aod p€rfotDiDg our audit, we coosidor€d the Mrnicipality's intenral contol over

noiscia rfo.mi as a basii for desisriqg our auditing pocedures for the plrpose of expressing

our opinions on tf,e fioancial s{at€meats, but oot for the purpose ofexpressiag an opinion on the

efedveness ofthe Ir{unicipality's intsmal contol over financial reporting Accordingly, we do

trot express atl qpinioo oo ih" 
"if""tir*o" 

of the Municipality's intemal cotrtot over fina&isl
teporting.

A deficiency in intemat cort'ol exi$s wheD the design or opera,ioo of a coBtol does trot allow

,-;s".; or employees, in rhe notmal course of perfomring tleir assiqned fimctio'Is' to

pt"rJq or detect ;d conEct misstatemetrts on a timely basis. A materiol wealoess is t
i.h"i*"y, or a combination of deficiencies, io intemat conaol such that there is a reasooable

possititlty ttat a ourerial misstatcment ofthe eEtity's finarcial stst€melts will not be prevente4

or detected and corrected on a timely basis.

our considcrdion of intemal contol over financial rcpoting was for the limited pl[pose

J"UbeO i" A" n*t p*"g"pt of this section and vias not d€signed to id€atiry aI deficiencies in

inte-A 
"oorrot 

o"- n""i"i* reporting that might be deficiencies, significaot deficiencies' or

-"t"ria ",."*""""o. 
we 4id not iddti$ any deficiencies ia intemal coatrol ov.. finaneial

Eporting that w€ cotrsider to be Eat€rial wealoess€s, as defined above'

flGorz rr I z TonRt s & Ct,, PSC
Vl Certrfied Public Accountants a']d Consultants

XEPORT ON INTERNAL CONTROL OVER flNANCIIL RENOITTING AND ON

COMPLIANCE TND (}ISEN, MATTENS BASET} ON IN AIIDIT OT SNANCI L
STATEMENTS PEBFORMEI' IN ACCOXDANCf, WITf, GOWITIMENT AUDNING

STANDAXDS

Rio PiedEs Heights, caue Titrto #1733, Se Jusn' P& 00963252
lcLQ87)306-7717 Fax (?87) 62t98O3



REPORT ON INTf,NNAL CONTROL OVER NNANCIAL REPORTING ANII ON
COMPLIANCE AND OTEER MATTERS BASED ON AN AI'DIT OF I'INANCIAL

STATf,Mf,NTS PERTORMED IN ACCORDANCE WTII COWRNIIIENT AWNING
.CZrYD,{XDS (CONTINUf, D)

CoEplistrce and Ottcr Matterg

As part of obtaining rcasoDable assuranc.e about whethq the Municipality's financial statements
are free ofmaterial misstatemen! we performed tEsts ofits complianc€ with certain provisions of
laws, regulations, coatracts, and gmot ag€ements, noncompliance with which could have a
direct and material effect on the determinatiol of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective ofour audit, atrd
accordingly, we do not express such an opinioo- The results of our tests dfuclosed rc instances of
noncompliance or other matteN thal are rcquircd to b€ rcpofted \ldier Go|erument Audirtng
Staqdads.

This report is inlended solety for the information aod use of mamgement ofthe Muaiciplity of
Isabela and others withia the entity, and federal and state awarditrg agencies and pass-through

entities, and is not intended to be atrd should Dot b€ us€d by anyone other 
.1in 

these specifed
parties.

/r%,8"
co" cPA Psc

San Juar, Puerto Rico
Fe&,uary 29,2012

Stamp No. 2632030 ofthe Puerto Rico
Society ofCertitred Public Accou a[ts
was afExed to the recod copy ofthis report.
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flGoNzArrz Tonnes & Co., PSC
vl Certified Public Accountants and Consultants

REPORT ON COMPIJANCf, WTTE REQT'IREMENIS APPIICABIT TO EACE MA'IOR
PROGRAM AITID ON INTf,f,NAL CONTROL OVDR COMPLIANCE IN ACCORDANCE WTff,

OMB CIR.CI'LAR A.133

The Honolabl€ Mayor, Members of
the Municipal L€gistatue of
the Municipality of Isabela
Isabela" P& 00622

CoEDlirnce

We have audited the Municipality of Isabela of the Commouwealth of Puerto Rico' (the

"Mulicipelity-)'s compliance o'ith the types of coEPliaoce lequi€m€trts d€scribed h the onB
Circuti l-isj Conpiiarce Supplemer, that could bave a ditect and Eaterial effegt on eech of
the Municipality's nijor federal programs for the yeer ended June 30, 201l. The Municipality's

major fedcral p-gr"i* * identified in the summary of auditor's res'ults section of the

acconpanying schfo"te of fiadings and questioned costs. Compliance with the t€quirmetris of
laws, regulations, contmcts, aod grants applicable to cach of its Dajor federal p'rograms is the

responsibility ofOe Municipality's matragement. OuI rcspoDsibility is to exg€ss an opinion on

the Municipality's compliarce bosed on ow audit.

We conduct€d our sudit ofcompliance in ac,cordance with auditing standards genelally accepted

in the United States of America; the standards applicable to filrncial audits contaiaed ia

Govemment Auditing Standaids, issued by the Comptollet General of the United States; aod

oMB Circular A-131, Audits of States, Iocol Govemmeds, and NoFhofit organizations'

Thos€ statrdards 8Dd OMB Circular A-133 Gqufue that we ptatr and pcrfotm the audit to obtaill

reasonable assurance about *hether uoocoEPliarce with the types of compliance rEquiremqnrs

refened to above that coutd bave a direct and material effect oa a najor fcderal gogram

oc.l.Irred. Ar audit includes examid4, on I test basis, evidenc.€ ebout the Municipality's

compliance with those rEquir€rnents and perforning such other as we colsidcred

rcceisary a the circumstalccs. We believe thal our audit provides a reasonable basis for our

opirioc.-Or.n audit does not provide a legat determinatiou on the Mrmicipality's coEpli&ce with

those rcqutemetrts.

Ia our opinion, lhe MuDicipality complid in all material rcspects' with the compliance

.equireneos rei".rea to above that could have a di€ct aod malsdal €ffect on each of its Eqior

deral programs for the year eded June 30, 2011. The Esults of olrr auditing proccdures did not

discbs; i;tanc€s of noncompliance with those rcquir€meots' wlich are requircd to bc rEported

ia accodance with OMB Circular A.-133

Rio Pic&as Heights, Catle Thro #1733, Ssn luan, P& 00963252
"re]. <787) 306-7111 Fax (787) 62t9803



Rf,PORT ON COMPLIANCE WIIE REQI]IRf,MENIS APPLICABIJ TO EACII MAJOR
PROGRAM AND ON INTERNAL CONIROL OVf,R COMPLIANCE IN ACCORDANCf, WTTf,

oMB CIRCITT"AR 4-133 (CONTII\arIED)

Iniernal Control Over Comolience

Ma[ageme of the Municipality is responsible for establishing and mahtaining effective
inteEal control over compliance with the rcquircments of laws, regulations, co racts, and gmnts

applicable to federal gograms. In plaoniog aad perfomring our audit, we considered the
MuDicipality's htemal coDtrol over compliance with the requirements tlat could have a direct
and material effect on a major federal Fogram to determhe the auditing procedures for the
purpose of expessing our opitrion otr compliance and to test and r€pot on intemal cotrtrol ov€r
comptiarce in accordance with OMB Circular 4-133, but trot for the purpose of expressing an

opinion on the effectiveness ofintemal control over complianc€. Accordingly, we do Dot express

an opinion on the effectiveness ofthe Municipality's intemal contol over compliance.

A deficiercy in i*ernal control over compliatce exists wheD the design or operation ofa conhol
over compliance does Dot allow maragement or employees, in the norma[ course ofperformitlg
rheir assigned fi&ctions, to prevent, or de&at and correct, noncomplianc€ with a type of
compliance rcquiremeDt of a federal Foglam on a timely basis. A ,r{rer iql vealo&ss in i temal
coniol over compliance is a detrciency, or combination of deficiencics, in intemal cootol over

complianc€, such that there is a reasonable porsibility that materiat noncompliance with a t T€ of
compliance requirement ofa federal program will not be pevented or detected and corrected on

a timely basis.

Our consideratio! of ir emal coffrol over compliance was for the limited pupose descaiM in
the fint paragaph of this seaioa and was not designed to ideotiry aU deficiencies in intemal
coltrol over compliance that might be deficiencies, signifcant deficiercies, or material
weaknesses. we did not idendry any deficiencies in intemal conkol over crmpliatrc€ thd we

consider to be material weaknesses, as defined above.

This rcport is inteded for the infomration ofthe manlagement and federal awardiag agencies and

pass-through entities and is oot intended to be and should not be used by atryone other thaD thesc

specified paties.

'rla. (/4,lgc
K co., cpl psc

San Jua& Puerto Rico
February 29,2012

Stamp No. 2632030 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this rcport.
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COMMONWI,Aj,..'--'_TE OF PUERTO RICO
MUMCIPALITY OF ISABf,LA

SCHEDI'LE OF FII{DINGS AND OUESTIONED COSTS
YEAR ENDED JUNf, 30,2011

Sectiotr I - SuEmary ofAuditors' Results

Finarrcial Statements

- Type ofauditors' rcport issued: Unqualitred

_ Intemal contol over financial reporting:

Material weakness ideDtified? Yes NoX

- Signitrcant deficiencies identified not coDsiderod to be
Baterial weaktress€s? Yes _ NoX-

Notrcompliatrce eaterial to fimncial statements noted? Yes No X

Federul owanls

htemal Cotrtsol over major programs:

- Matedal weakness identified? Yes NoX

_ Significa* deficieocies idendtred nor considered to be
Eaterial wcaknesses? Yes NoX

_ T,"e ofaudito$' r€port issued or compliance for major
prognur: Urqualified

_ Ary audit findings disclosed tbat are required to be
repoded ir! accordance with Circular A-133, Section

_ 
.5 1 0(a)? Yes _ No X-

75



COMMONWEALTE OF PUERTO RICO
MT'MCIPALITY OF ISABELA

SCEEDI'I,E OT FINDINGS AND QIJESTIONED COSTS (CONTINUf,D)

YEAR EI\IDED JTINE 30' 2OII

Section I - Summary of Auditors' RBults (Continued)

Idenfification of naiot oroPram

CFDANumber NrEe ofFodersl oi Clustor

14.871

14.218

14.248

93.600

93.708

93.57s

93.713

Section 8 Eousing Choice Vouche$ Piogam

Commrmity Developm€ot Block Gm s / EDtitlcDe Gtets

Commuoity Development Block Gmnt- Sectiol 108 Losn

Guarankes

Head Stat

ARRA - H€ad Start

Child Care md Development Block Grant

ARRA - Child Care md DevelopB€nt Block Gmnt

$300,000

Yes- No X-

Yes 

- 
No X-

Dollar threshokt used to distinguish betqlEen Typ€ A and

Typ€ B prog[aos

Auditee qualified as low-risk auditEe?

Waive risk cdt€ria under 520 (i) of Cicular Al33?

Soction tr - Flnarciat Strtem.Dts trindirgs

NONE

S€ction m - federrl Awlrd Findi[$ rrd Qucltioncd Cotts

NONE
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