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INDEPENDENTS AUDTTOR'S R.EPORT

The Honorable Mayor, Memben of
the Municipal Legislature ofthe
Commonweafth of Puerto Rico
Municipelity of Isabela

Isabela, Puerto Rico

We have audited the ac-companying financial statements ofthe govemmental activities, each major

fund, and the aggregate rcmaining fund information of Commonwealth of Puerto Rico
Municipality of lsabela, as of and for the year ended June 30, 2012 which collectively comprise

the Municipality's basic financial s4lements as listed in the table of contents. These financial

stratements are the responsibility of the Municipality's management. Our responsibility is to
express opinions on thes€ financial statements based on our audit.

we conducted our audit in ac{ordanc€ with audiring stardads genemlly ac{epted in the United

States of Amciica and the standards applicable ro financial audits contained in Goremment
Auditing Sandatds, issued by the Comptrollq Ceneral of the United States. Those standards

i€quire that *e plan and perform the audit to obrain reasonable assuranc€ about whether the

financiat statements are llee ofmatetial misstalgmenl An audit includes examining, on a test basis,

evidenc€ supporting the atnounts and disclosues in the financial stalements. An audit also includes

assessing the accounting prirciples used and the significant estimates made by management, as

well as evaluating the overall financial statemert presentation. We believe that our audit provides

a reesonable basis for our opinions.

ln our opinion, the financial slatements rEfened to previously p{€sent fairly, in all material

respects, the resp€ctive financial position ofthe govemmental activities, each major fund, and the

agg€gate remaining fund information of&e Municipality, as ofJune 30, 2012 and the respective

changes in fmancial position thcreof for the year then ended in conformity with acrountirg
principles generally acc€pt€d in the United States ofAmerica.

In accordance with Gover menl Auditing Standards, we have also issued our report dated March
18, 2013, on our codsideration ofthe Municipality's intemal control over lmancial reporting and

on oui tests of its compliance with certain provisions of laws, regulations, contracts, and grant

a$eements and other matters. The purpose ofthat report is to describe the scope of our tesling of
intemal control over financial repoding and compliance and the results ofthat testing, and not to

provide an opinion on intemal c.ntrol over financial reporting or on complianc€. That report is an

integral part of an audit performed in accordan ce *ith Govemaent Axditing Standards ,trtd should
be considered in assessing the results ofour audit.

Accourting principles generally accepted in the United States of America requir€ that the

management's discussion and analysis and budgetary comparison information on pages 3 through

tuo Pied-ras Heiqhrs, Calle Tinto *1733, San Juan, PR, 00926-3252
TeI. (?8?) 305-??r, Fax (781) 525-9801, eEil: jgonra]ezoc"a. c@



INDEPENDENTS AUDITOR'S REFORT (CONTINUED)

I9 and 63 rhrough 65 be presented to supplement the basic financial statements Such info'mation,

aittrough not a firt ofthe basic financial statements, is rcquired by lhe Govemmental Accounting

it"niia" gou"a, *l,o -nsiders it to be an essential part offinancial .eporting for placing the basic

financial statements in an appropriate operational, economic, or historical context_ we have

applied certain limited procedures to the required supplementary information in accordanc€ with

auditing standards generally accepted in the udted states ofAmeiic4 which consisted ofinquiries

oimanigement abol* the mahods ofpreparing the information and compa.ingthe informalion for

consisteicy with management's responses to our inquiries, the basic financial statements, and

other knowledge we obtained during our audit ofthe basic financial statements We do not express

an opinion orlrovide -y assu*nie on the information because the limited procedures do not

provide us with sufficient evidence to express an opinion or provide any assumnce'

Our audit was conducted for the purpose of forming opinions on the finsncial statements that

collectively comprise the Municipality's finsncial statements. The accompanying suppleme[t,

informarion shown in pages 66 through 70 is presented for purposes of additional analysis as

required by the U.S. Department of Housing and Urban Developmenq Omce of the Inspector

Ceneral, an<l is not required part of the financial statements- The accompanying schedule of
expenditures of federal awardi, as requircd by U.S. Ofrce of Management and Budget Ci'cular

A:I33, Audils of States, Incal Gol,elfinerts, aad Non'Prolt Olganizations, are preseoted for

purposes of adiitional analysis and are not a r€qui.ed p"rt o{ 9" financial satements Such

iaformation is the responsibility ofmanagement and was derived from and relates directly 1o the

underlying accounting and othei records used to prepaE the fiDancial statements' The information

has Gn iubjeaed to the auditing procrdures applied in the audit ofthe financial stalements and

certain additional procedures, including comparing and reconciling such information directly to

the underlying accomting and other records used to prepare the financial statemenls or to the

financial statements themselves, and other addilional procedures in accordanc€ with auditing

standards generally accepted in the United States ofAmerica- In our opinion, the supplementary

informatio-n and the schidule of expenditures of federal awards are fairly stated in all material

resp€cts in relation to the financial statements as a whole.

San Juan, Puerto Rico
Marrh I 8, 20 I 3

The stamp number 2672858

was affixed to the original rcPort.

ta. @4r*
CO., CPA, PSC

License 96
Expires December l, 20t4
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COMMONWEALTII OF PI'ERTO RICO
MUNICIPALITY OF ISABEI,I

MANAGEMEM'SDISCUSSION ANDANALYSs

tris'al Y'rr €lrrH JorG 30' 2012

Th€ discussion and abalysis ofthe MmiciPality oflsabela's {naocial petform'ncc ptovides an-ovcrall view

"ii. ii*;"i.Jr*t n"ir"ial acriviti€s for th€ year ended Jure 30, 2012. the purposelfthis Mana8ement's

H,H::i:-n;;Pd;i*"v;r'iit-;;;;;;,,i.ri.riv'sfimnciarperrormanc'ssa*tore rhissecrionshourd

f."H'il';;ilffi;i r" iJ"'n^*"r'.-irents to oh'in a b'tter unde6inndins or the financi'l

;#";i;;;;l; "i"Perarions 
of the Municipslitv our anal)tis follows dis s€crion'

trIIIANCIAL HIG|IrJGETS

Highlights for Govcrrmtd-sid. Fhr,ciil $rr'DCn's

The oovmnent-wide ffnancial stalements us€ &€ ecolromic 
'esour'€s 

meas0r€ment focus' and the tls'al
i*-i"'"ir*.*,irt a *p"n infoflnation abod the Mutricipolitv as a whole:

. Th€ aisets ofth€ Municipdiry, od a govemmdt-wid' basis"xce€d'd its liabilitiB d lh' clo* of

fis.al ye3r 2012 bv $69,587317 (ner assets)'

. U-nG"t a na 
""t"t" 

u.o"nt to S l22s6J72 in compslisotr to S l 3' l 48'819 ofl-fiscsl v€or-201 l -

. i"r"""*i*rEa!.d tv I3',4 and expcns€s itcEased 15 4% in conparison wilh fiscal vear20l l'
: i;;;;l; ;.*;" arnounted io s2l8l,l5?, s decre's€ of | 0% *ith rcspcct to prior velr's n€t

Highlighis for Fund triormirl Strtem.nts

Detailed infornation abod the MutriciPalily's most significa turids k found in-U' fruds.financial

;;;;;J;; il curr.-nt nnoniia 
-resourc's 

measureme'rr focus Tld modified accn'al hsis of

.Anetch.np.{incr.ase)ofs2j052l3hihefundbala'cesofthcMutriciPality,stov.mmenlalfunds' ;';d;"*;;;;;il ;-"* of $35,83s,141 in thc nscal vcar 2012 Approximst€lv 6lolo of

,fr. toof ma Ul-"rii" ,nrcstrict d (comfiitted assigned o' unassigned)'

. i".J"gJv*,ZOtztt G.neral Fund r€poned an exc€ssofrtveoues and odrer firuncing sourc's

.*..*o."aiti*. 
"na 

orfter finsncing us's of 3366,527' Tfte umssig€d li'nd balance amounts !o

s l2-s6i:19. or 6 I 20^ ofbral Genelnl Fund Expend iturEs'

Gcnerrl Fin.trci.l Htgtlights

. Th€ investmed in capit l asscts as ofJutrc 30' 2012 uls $59'506'631 (net ofdeprc'iation)'

. Lrng-Erlrl dobt increas€d lo $3 1,096'455.

. On a-bodgetary basis, actual rcvenu€s exc€ded actual exp€nditur6 bv $ l 
'0 

t I 
'128'
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT ISABEI-II

MIXACEMEN,rS DISCIJ&SION AND ANALYSIS

Fi!..I Y..r .nd.d Jun. Jl' 2012

OVf,RVIEW OT TI|E FINANCIAL STATf,MENTS

The Municipalig's fi..ncisl l€poit compds€s fout componena: (l) rntn genent's discussion 3nd 8lelysis
(pfts.rted herE), (2) besic finedsl ststeme ! (3) rEquircd st4pleD€nlsry ioformsdon .nd (4)

supplemerary inform.ion.

-a'oEftrlrs.iJjEe6

The Municipality's basic fnarcial staielnalt! consist oftwo kinds ofsht€m.nts, eaci witb a diff!rcnt vicn'l

ofthe Municipality's financcs. The govemmmt-*ide fimncial statements pmvide bodl long-lertrt and short-

t€rm information about thc Mmicipality's overall ffnancial starus. The tund ffnancial stdements focus on

major asp€cis of ih. Municipality's operariorc, rcparting ihos€ opdatioN ir more dctail rfi'n d''
gov€mment-widc siatem€ds:

Brsic Fimtrci.l St t !n. s

. Gotqamzn -Ykle ,,.taa/,etal Stutenatb

Tho govemment-wide scdenleits reporl informarion about 6e Municipelity as a whole using

accounting mcthods similar to those us€d by privde-s€ctor business€s. TlEy a.e prepsied usi,lg lh€

flow of ecommic rtsoutoes measule erl focus and the accrual basis of accounting. The first
govemment-widc stalem€nt - lhc stalemett of rcl assets - prcssrts informalion on all of the

MoniciFlity's asts and liabiliti.s, *ilh rc ditr€Euce bctwccn thc two r€Poned as nci ars'tr C'v'r

time, increases or d€cr€os.s in $c Municipality's 
'et 

.ssets ffe an indi.ator of*tether its findcial
health is impmving or deterioraring. Other non-fin ncial hciors such es the conditioo of the

Munjcipality's capital aasctr may ne€d ro bc mnsideEd to ass6s lfi€ ov.Ell herhh oflh. Muticipality.
The second stdemenl - ihe staement ofartivities pltsellts idformaaio! showing holv th€ n€t asscts

cha8.d duing thc year- All of drc cutrat yd's .Ev€rucs ed cxFnses e t kct irto eost in the

statcment of &iiviti6 ..g.rdleis of wh.n cash is @ived or paid.

6r.!l!oE,EitIj@ci.I



COMMONWEALTII OF PUERTO RICO
MUNICIPALITY OF ISABELA

MANAGEMEI{T'S DISCUSSION AND ANALYSIS

Flr.rl Y..r sd€d Jur' 30' 2012

The govemme0l-widc staremetrB reporb as govcrnmenlal tiviti€s the Mu cipaliry s brsic s€ryic€s

sucrr-as p"Uic wo*s ana sanirdion, Public stfctv' culturc ad En'tio'- h€allh.husing' welfart'

anJ commmity dereloprneo! educarion and Scneral administr.tiotr Th€se Bcliviticj aI.Pr:madly

nnarc.a Om.!l p-xity taxes' oth€r Io€l taxes ard id€tSovernmcntal 
'evenu€s 

lnclud€d in th'
govemmertal activitics atE the govemmental tud3.

. Fu l finaactuI SrateneDa

Thc tunrl fmcial st*cmmts prcvide mm dcta;led informatior aboot thc Municipalitv's most

sisnificrnt funds. Fuds arE acountiry devices thtt rhc Municipality us€s to ke€p t"ck ofspecific

so-urccs of funding ard spending for iatic.ular puposes. Som€ fun& arE rcquircd by federal atrd

Comnotrwalth rEgulalionr as *.ll as by bo.d mvcnanls-

The Municipality's basic servicd srE inclded in govemmental funds, which arB us€d-to accoutrt for

e*scntially tirc sane fimaions r€portld as SorElnmenr.l ,.liviti€s in the gov€nmedt_u/ide statem€nts'

Hovever, unlikerhe govanment_*ide st temenls' the goYenuneatal funds 
"e 

prep{ed usirg lhe flow

or*".-ni n'r,,"i"r 'fu"r"o 
measuremcnt focus lnd 6e modificd a'cnial basis ofaccou ins under

this approach rhc frEocial statemenB t)cus on near-term idflo s 
'nd 

oudows ofcxtemal resourcar

as *eiias on balances ofcxpenaaue resourc$ evail.ble,l vear e cods€qll€n{y' the govemmental

filnd sldemeots Provid. a d;tailed short-oerm view that helps the rc3d€r dcermine!'htthcr iher€ sre

rnore or fewer financial rcsources thet catl be sp€nt in th€ n€ar future ro finsncc the Municipality's

o.oEams. Because this inftnnaliotr do€s trot encomPass tho addftioaal long-t'rm focus ofthe
Lr_"mment-*ia" sate..os, additional inforndioo is povid€d on a subsoqu€nt page that Gxplains

;e rchrionship (or differEnces) bdw€etr ltE govemmcnr-wide !d frlnd statemedt!'

The gowmnental ftnd statenents focus or mrior tunds Tl'e Municipaliiv's mrjor tunds erc drc

g*"il tund (rrtri"h ,""o-s for the maiu op€ralins 4tiviti6 ofltE Mudcip6liry) alld 6mds thst

intpty ,rifi 
" 

Ini;.u* 
"riterion 

(perEc agF of lhc assets. liabilities. 
.rEvcnu€s 

or expenditurtsl

i*it'ttot lo not -.pry wilh lfiis ;teri'on arc 8ro4€d ard pr€sctrtcd i! a sinS'c column s other

govcmme al fimds.

. Nol6 tofotdt cful naran nb

Th. basic 6i6ncial sta&meds also include mtes to eplsin inbrmstion in the ffnancial slaiemerts

aod pmvide nor€ detailed d.r&

Requir.d cupDlemrntary irform.tion

Thc statements atrd nor6 ate follostd by thc rcquirEd suPPldn€n!ry infornario' ttrd contains drc budgEtary

cornparison schedBle for the CererBl Fund.

Suppl.ocntrry informrlioa

The suDDlemeltarv informaion includes a finafti&l dara schcdule containing fifincial i'fomdion ofthe

section i nouinjctroie vou.hn Program admhis.rEd bv dre Municiprlitv

6



COMMONWEALTH OF PUERTO RICO
MI'NICIPALITY OT ISABEI,II

MANAGOMENTS DISCUSSION AND ANALY$S

trbctl Y..r.trd JUEG 30' 2012

FINANCIAL ANALY$S Of TRE MIINICIPIIITY AS A WITOT,E

The following tablc prcs.nts a sunmary ofthc StateEerts ofNca Asscts as ofrune 30 ,2O12 ,Ji.d20l l:

TAELE 1

Net ass€ts (asscts over liabilities) may servc over tim€ a5 a useful indiqtor ofa goEmm€nt's fi'anciil
posirion- Net ass€ts for th€ year incrcasd 3.696 with rcsp€ct io prior ve3r.

The largest portron of the Municitality's net asr.rs rcflccts its ioYestment in capital ass€6 (e8' land'

toiiaioi "qi,ip..'t 
*a infrastruiurc; tess accumulared depr€cidion andlecs anvIclared ourstanding debt

*"0 tJ""ai,ri, lho* *".*. The Mmicipalitv uses th6.6Els ro Povide sryi6 to its citias dd'

-**nf:". dEse asset! aft nor availabie for tuturE spending The resoult.s n€eded to repav the debt

refuei to tisc capiaf uses must bc pmvidd ton oft€r sources' b€0ause capilal asseb are not generally

liquidated for the purpose ofr€{iting debt

Restsrct€d n€l .ssets rEprEs€trt r€sourEes tlEt ,re subjcct to ex&mal resf iclions on how lhey Dav be Lccd

UnBticted ,.t ass€ts e th. paft ofth. net arseis th.r c,n b€ uled to financ€ &v-to_dav op€tlriots withod

consF.ins esiablished by debicovenants, en blirg legislalion or other lesal rcquirEmcDb As ofJune 30'

ZO ii Ot" rr4*i.ipd;,y pi.*nted a $l 2:86,372 surPlus due r'o Posiiive net change in net fssets r6uhc fo' ihe

Currrnt and other assets

Capital assels

Totll $s.ts

Litbiliti.c
Cun€nt atrd oth€r lbbilities
Lng term liabilities

Totrl li.bilitiB

Inves,ted h capital assets, n€t ofreltt€d debt

R€strict€d
U rstdct€d

Tot{ not rlscts

2012

$ 46,239,853
5q506,631

t 105.746.484

$ 5,062,812

36,159267

48,171,939
9,128,906

12286372

1____-_6eJ!L2r7
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COMMONWEALTE OF PUERM RICO
MUNICIPALITY OF ISAEEI"A

MANAGEMENI'S DISCUSSION AND ANALYSIS

Fi!.j Y..r cdtLd Jur' 30, 20t2

Chrtrge! in rct.sGls

Th. follolxitrg oble $dms.izes the chaqca in lct Gstls for d. yc.6 cndcd Jl,tre 30' 2012 ttrd 201 I :

TABLE 2

SrMry of Ch@ge in Nd Asrdt

Fccs, fin€s 0d ct rrEs for sftiEs
Op€rdi"g 8rlt3 dd @tibdio6
Ceit lgats mddtrihnim

Muricip6l lict seExes

G..ds ed o iihdic mt rtsdicEd lo sp4ific

OtIEr

Plrblic w*s 8ld sitlrbn
Public saftty
Cultue ard .e.aedion
H€atth
Houing relfrG ald cotmuitY &wloptrtrt

Int€reg m long EtE debt

Ct og. in rct -...t
N.t rrs.ts{.8irriE of Y!.r
N.t r.s.i!-.rd ofy..r

s ?,69,(D1
5,755,048
1JE8,668

5,710.646
2,5ll,4tr
2,96\169

5259.r7O
3{6137

1323,1E3

10,123.171
7,t072r4
t27sA52
1,434,713
3.641.3a1
?-E{o,fi2
3,vt7ro7

611.ffi

30r14,666

2,481,r57
67,1m,060

I (,5A72t7

10,024,,7t9
5,r64691
1,179,150
1,355,5t6
3,107,4E8
3,04q318
2,4E4,?18



COMMONWEALTTI OF PUERTO RICO

MT'NICIPALITY OS ISABELA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Flsci Y.or en&{ Jure 30' 2012

FIGURf, I

MtD,ici?atitf of Isobztr
Rio.nzJs bt, Soutt - Gao'tnT atb) Aftaia6

E'sc,lt g;rs adAd |g/,e x' 2012 @n 2017

t>
E,

l9

o?$l
2

4!m 6m

AoDroximat€ly 23% of the Municipality s rev€nu€s cim€ from fees and ch$gcs for salic€s' l7ol' from

;#;;#;"il;;i,,ti.,"' izg"i''p"tv '*o' 
16% from 

'm'esrdcted-gmrts 
a.a eolo io,nsal* ad

use taxcs. The Municipallty's exFns.s covo ..,*g" .r *-i"*' The la'Best expenses. are gencral

;;#;:;,';#;;;;;-"i,Lrv ]4v' p,t'ii" *3*' and sanitarion wid' 

'r"/' 
h€ar$ wis l2olo and

il#oilih iil;;"r; reven'resof tr'e ria'nicipatitv coverEd 4 ortota! exp€nses'

wi,h rcspect,o prio,rea'. T::l* "ryy^.,_r,J:ffd::Trffiffii'il';rrH H'l"x,ff"li
Drimarilv the resuh ofr { I ) a 880,6 increase 

'n 
oihi

d.ived in donarion, (2 ) a 4m'. incias rn operaong erants d onErbulio6 due b new,li'nding of$620 481

;:i]}"rlffi;il;-J. 'r'. 
u*i'ipa S'"id wa$e Lsndnrr' incrcdsed nmdins recei\ed ror the

Had start and the Head sian s*p"*ion ptg"'' tiiez286 mmbined)' and incI€ased.firnding reccived for

i,fii"-#1,, 
"",iiil' tri*a J z+"a i'i"i" in ro" n'es and charses ror serv'cls du' to increas€ in fie

[i*i,*-rii,i,r,l i,u; r,co ErecEic power Adhoriry s compcnsalion h lieu oftaxes (s570.638)' mcrcale

:;l;::;;i;i;;;;. crve r'.urt r""irhY iii27 222i increas€s in rh€ BenEs from conqttuiion

il:i;#;;r, uia; ;aii,i.,a "*"p"*i"" 
cono-act with the Puerio Rico Education D€ponmmt

r$75,000), (4) and a 89/o in.r..* i" '""*o t.oln *res and use Bxes Tt€s€ incrEas6 *en partiallv offsa

l-, ..Aii*""*' ;" "*ltal 
grants and contribdiors' propertv t'9xes rEvenues and municipal license cax

9



COMMONWEALTII OF PUERTO RICO
MUNICIPALITY OT ISABELA

MANAGEMENT'S DISCUSSTON AND ANALYSIS

Fllcrl Y€{r.rded June 30' 2012

FIGURE 2

MwicitalitJ of l*be12
E pcaxt byfrwda - Goe.tetal AdttitiEs

Eel Fn' ed.d ltw30, arLl .ad nII

12,0@

10,o@

9,000

5,(m

4,mo

z,ooo

42o,2
j2071

B*E!a1GEj

ExreDses incr€ased 15.4% ir comparisoD wilh 20ll y€ar' Significant incrss€s were regi$€red ofl intelesl

i" i"". rerm debr *;trr U79'c oubic wo*s and sanitation with 38olo' educarion with 35olq and heallh with

l7olo. ihc increalc in thos€ tunctions arE rElrted io (l) a significa .nount ofth€ long reim debt issued

;uring the yeaE (2) additional experse relaled to tl|€ cstimded closurE e post-closwe lodg tefm debq (3)

incre; in;e op€rational €xp€nses of Head Start and Eadv Head Start plograms finan{ y{-9O"ratio*t
gr-e...rir.d *a; (+) in";o io cxpenses r.lated to the oPeBtiod ofthe Municipal healfh facility (CIMA)

iu. o i*..""ea 
""."io" 

p-tided to th€ communitv. Othe. increas€s were not€d tu public safetv with 8%

-a "rlt "e 
ana.ot ati* widr 69( Thc increas€s in dlosc fimctions li€re caus'd m'inlv bv incBs in

JJ* -a "lher 
*p""*" rc{€ssary to finance public safctv and culn''&l a'rivitios lhese public safetv and

.rlt,"r*ri,ity p-gn . *erE fin ncad bv incras.d tunding ftom Commonwcaltt' and FcdeBI aScncies

;;i;AiRA'fu; 
'"*ived 

rhroush the i.R. Depadnent orJustie dd oourism itrc'nrivB r€eived lion
*e Commonweatttr ofPuerto Rico as well as othe. miscellaneous gmnrs received'

As noted previously, the 13olo increas€ in r€venucs with tlrc l5'4% increase itr exD€0s€s caused a decrease of

I Oolo in d; ll€t change tu net assets rviih r€sp€ct to pdor fis'al year net change'

l0



COMMOMVEALIS OF PUERTO RICO
MUMCTPALITY OF ISABELA

MANAGEMENT'S DISCUSSIONANDANALV$S

Fi!..| Y"r €nd'd Jun' 30, 2012

Thefouo*ingtabl€focus€sonthccostofcachofthcM'micipality,slarg.$pmeramsasw.llaseach
il;:;";i;;; r.s" ftas gcncrztcd bv d'c programJrod pmgmm - sP€cific int'sovcmm'ntal

aid):
TABLE 3

Some ofthe cost of gov€mmental activities was paid by tho€e who directly benefited fiotn.the programs

iS],rs9lzrl -a od,-'. so""--*ts ard oBaniz'tions that subsidizld certair progralns with 8r'nrs ed
io"idt'd*l tOz,:ls,zrEl. Th€ $ 15,67 1,929 ner cosr of scrvic€s was fi'llv covcr€d bv olhet ge'leral rcvenues

including taxes and orh€r Snnts and contributions mr restricled to sp€cific progEms'

TINANCIAI ANALYSIS OF TfE MI'NICIPALITY'S FIJNDS

Govemment l ftrDd3

The focus ofthe Municipatity's gowmmental 6irds is to pmvido itrformatior on m5r_temr inflo'rr outflo$/s

*a Ur*"o or'o",l...".*il;te fo. sp€ndins. Such infom,tioo is usetul in assessiog rhc Municipalitv's

nn-"ing t"qoi..."nt". In Partiqiar, *u*tign"a n oa balancc may s€rvc as a us€ft| mesurc of a

Municipality's n€r resouc.s available ar the end ofr fiscal vcar'

For the fis.al y€{r ended Jurc 30, 2012, the governmental firods rePortcd sdin€ fund bsldes of
j:i.a:s,rai. 

" 
i" i".'*"" of t2,505213 in c.mparison with rhe prior vear' This incrcase was caus€d

nrimarilv bv incras€s of $2.609.476, $1,1a9322 and $366.527 in L'le Other Govefluncntal Funds' $e Debt

i.-". t,ita, -a Ihe c.Deral Fbd respetiv'lr' The incrc wec Pdii'llJ ofEcr bv de'os of
iii't,s2a, ido,6az -a s r 0l J46 communitv Dcvelopment Block Grmr Prosrsm rmd. fie commonweahh

Legi;htive ResoludoB Fmd tnd lte H€ad Silri Prcgr.m Fund, rEspectively'

ofthe total ftnd balanccs. 522,521222 (61"A) @rflnfitlr,s unrcsticted futd balanc!, vhich is compris€d of
n "al--.*ittJ 

ty tll€ liayoiand tte uunicipd regislatur€, funds assigncd bv tt€ Mayor or rhe Fi'Be
ii[oi * *ilr *L"*rg,il fijnds- Th€ rEmainder of rhe li'nd balaoc' is r€sricted to indicar' thar it is dot

available for ncw spending. Un&ssigred tund b.lare r€presents 3(}% oflot'l tund balarc€'

ll

Public wn6 .r'd sit !6

HNing $tlf.rc ..d

I l0-423.,t74 I 10,024J19
7,t07214 5,166,691

1275,452 l,lr,l5o
rtl34113 1J55.516
'1947.9U 3,10?,488

2@fi2 1,04$18
1ylfi7 L $J1A
611!f, 249937

r 10-?1,r.666 t 26517511

5,t?8,t86
5,606,791

9s2,al7
t2w47

631,n0

r,054,60t

5;147,169
45{4365
t,u1555
1,055,5n

6lE,146

1,023,,136
r62,908



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF ISABf, LA

MANACEMENT'S DTSCUSSION AND ANALY$S

Fi!.il Y.{. .ndcd Jun. 30' 2012

The gEneral find is the opelaling fund ofltl€ Municipality. Tlrc fimd balarce ofdrc S.ncrdl fimd r€presents

approximately 6796 oftotal endiog firnd bal6nc.s- The amount of$215,01X oflhe fimd balanc€ ofthe general

fund is nonsperdablc and r€pr€s€ots Ibe inveotory on hard oflhe CIMA healrh fr.ilitv d vca. cnd Tte
amount of$r79,243 offtc filld balance of lhc gen€ral fimd is rcstdct d. tr{ost ofit ($269,| 0a} is r6Eictcd
for th€ operation ofthe Elderly Peopl€ Cent r ofthc Municipality. Committcd and asligncd ponions of lhe

unrestricted fimd balance oflhe general filnd ,rE disldbut d as aollo*s:

. $ 1,228,142 ..mmittcd for capital oudays

. S I,599,791 conmitted for g€neral public ner*s and sanitatio,

. $411,481 cornrdn€d for ger€ral govcmmeot ltd oth.r Frposes. $212,326 committcd for housine; welfatE aod community dev€lopmenl

. $39,741 commiltd for health

. t21,125 comrnitted for s?orts, collure and r€c-rEa1iotr

. $5296,987 assigncd for capital outlays

. S 1,821,485 a$iSncd for health

. $29 t J89 assigled for geo€r"l public wo*s atrd sanitrtion

. &a0,683 assigled for gErrr,l govenrmenr 8nd othcr pupos€s
r $13,874 assigned for sports, culture snd r€cEstiot
. $1,514 assicned for public safdy
. $669 a$icned for housing wcllaE and communitv developme r

The remainder ofthe unr€stsicted fund b3lafte or il 2,865239 is un.&signed find balafte, wtich rEpresents

52olo ofthe tund balmc! ofthc gencral fimd and 6l% oftotal gEl|eral fund expediturEs.

For th€ y€ar ended JunG 30, 2012, drc fimd balarce of$c setlcBl lund incrcas€d by t366,127 who compa.€d

widr lhc prior year. This ctangc is net ofa d€crEas€ of S815,791 Pcraining to sp€citl firnd! included as part

ofthe gen€ral fiDd- The principal .ompoftnt! of the incrEas€ sre trrnsfeE of $242J70 of int rEst rec€ived

6om the othc. govemmenlal frnds atrd rhe debt s€r./ice ftnd during the yeat ad m incrEsle of $73,666 in

fte proc€ed! Aom the sale ofmachinery and .quip ent- The incft.!€ w.s also influeoc€d by a nct inctle
of$70,097 in the overall rovenucs ard a not decfta:E of$ 152J54 in the ovcrall expenditults ofdt€ b$dgeltry

fi]nd ofthc ecneral fuod.

With respect to the piior yea., th€ net change in irhd belsnce ofthe gencral tund decrEared from a positive

net chenie of $7, t99,t 0t tn 201 I io a positive ne, chrnge of J366527 in the curftnt v.{r. T}is signific,nt

decr€as€;f 36.832.478 in dles€ tuo figurEs wa! causcd mosrly because in the prEviors ye3r lhc general firnd

received E trEnsfer of$5,960,294 AoE excess c{sh ir the debt scdie fund, as delefriD€d bv Managcmcttl'

A Fansfcr ofthis significaol aDoufl fom ihe dcbt service firnd is not a rccuring iEm.

GENERAL FI]ND BUDGETANY HIGIILICHTS

The geneiat fund original btldg6t for the fiscal period 2012 prEsedcd an incr€ase of 1.7096 l}ith rEspcct 10

prioafis.al y.af budcel Aoendments to thr original budget 8€-rprroved tv lIrc MunicM kgi$tur€'
b-;"g t 

" 
i".a y"". ZOt2, budg.t r€venu6 were iooiEascd bv $929,413 dlE to additiood @llectioc of

orcociv tax municioal licens€ rarcs fees, fincs and chatg.s for s€.viccs' inter€sl and other rer€nue' Tite

Lrae"; e*pen*tt ; *.t dccrEas€d by 3339,759 wbile lhc budg€t€dtransfetout incrc-ased by Sl26q172'

t2



COMMONIVEALTH OT PUEN.TO RICO
MUNICIPALITY OF TSABELA

MANAGEMENT'S DISCUSSTON AND ANALYSIS

filc.l y..r €nd.d Jur. 30, 2012

How.vet budgeted tarsfcc-out was incr€ased bssicslly by lh€ combiDdtion of6c incrcase io budgeled

r€veoue and the decrease in budg€ted oqenditures. Actual rEvenues exc€€ded the revised budgead rcveaues

by $308J21 (nct). Thc mosl significlt variances lxtre in sal€s and sre ttxeq $215,496, ftes, fircs and

chaBrs for serviocs $l12,154 o{ber rEvenucs $l16J62 rnd inteEst gmJ63, pdlially ofh.t by a n6garive

vadance of$24t,634 in i ergovemmental ..venues.

A positivc variarrcc of t705,394 b€tw€€n r€viscd bdget and aciral exp€nditu €s \xns duc ruinly to net
positive vadarc€s fu gcntlal governmdlt for S498,640, public lmiks rnd sani@ion for S59J$ and ltousin&
welf.re .nd comDonity developnent fo. $52508. Actual rcveN€s excteded .ctual exp€nditures by
$1,011,128.

CAPITAL ASSET AND DEBT ADMINISTRATION

C.pial...et3

At the end oflhe fiscrl year, the Municipality has iovested 159,506,63 I (n€t of&cumulrr€d depr€ciatior) in
a broad r.n8E ofcapital aslcts, inclding b'ildin8s" paks, roads, bridgon land and equipmeo! This amoud
rEpr6€nts r net incrEas€ of app.oimst ly l4% ovcr the prior ycar-

TABLO 4

Thc Monicipaliiy's major ceitrl pmj€cts dut ttcr! still in con$.uciion as ofJutro 30, 2012 ar€ as follows:

. Corstsoclioll ofYouth Spon eDd Educalional Cetrt6 - 17,064,637

. Improvement! to thc do*nto$r electricd iofrastructue - t3,602,069

. ConsEuction of'Baskctball Sporr! C€.tei - tl ,091 ,396

. Recrcational hcilities in San Antonio de ls Tuna wald - S525355

ConsEuclion in progr€ss incresed du€ to dle cuneft ye6r additions ro th€ projects describcd above. This
incr€ss€ was pdially ofs€t by rh€ rra'ls{er ofsr,74z39l offioishcd projccts troE consnudion in progress

lo infrastaucture.

Cov.mm.ntrl activties

$ 5,355,029
12,909.354

829,714
275,129

17,715,965
17,186,405
5235,035

$ 59,506,631

2011

s 4J60,148
9,178,t45

845,281
321,558

17,76t,318
14,822283
4,7t33E1

$ 52.2fr2.t80

2012

Non-deprccirblc rss.ts:
Land
Consaudion in progr€ss

D€pr€ciable is!.ts:
Llnd impmvcn€nts
L€lsehold improvements
Buildings and buildings improvements
InF&structur€
Vehicles, macbin€ry and equipment
To$l

I3



COMMOI{IYOALTf, OT PUf,RTO RICO
MT'I{CIPALITY OF ISABELA

MANACf,MENPS DISCUSSTON ANDANALYSIS

Fis.:I )t r.riLd J[[. 30, 2012

The Municipslity acquir€d a tolrl of $ 1,a90,990 ofvehiclcs aod michinery 6nd €quipment during lhe fiscal
ycar 20l2, inoluding five tucks for S{60J19, on€ heary equiPment item for tll0,0m nnd s€ven vcbicles

for $198,400. Also, additioB include sufleilloce cquiPmat for 1194,009 and SzJ39 in compulcr

equipmed for the various dcpartncnts-

Tle Municipality's fis.nl yc€! 2013 coNolidsrEd crpitai budgd calls for a significant arnourt of.ew and

continuous pmj€cts imluding the conpl€tion ofthc c.mtruction ofrhc Youth Spon and Eduoational Center,

thc eompletion ofthc improvemefis to the dormtowtr electical infi&structure projects, 6e conpletioo ofth€
basletb.ll sports ccrt r, dle complction ofrh. first 'grcctr" pmject to be located in thc "San Antonio d€ la

Tunr" s€ctor xfiich *ill include rhe usc of solar cners/ and r€cycling of uder, lfie completion of th€

brskcrball court a! Cpim wan4 &d 6e continuancr ofrhe cxpsnsion ofthc H€3d Stsn frcilitics. Thest
pmj.cts will be ffnaftrd throueb Federal ad Conmonw€ahh grant!, tunds froln tbe Commonwcalth

Legislrture, gerelEl obligalion bonds and Municipal firnds.

Capital ass€ts composition as ofJ'me 30, 201 2 follows:

FIGURE3

ELand Elconstuction in progress

Iland improvements lleasehold improvements

lBuilding and building improvernentsElnfrastructure

lVehicles, machinery and equipment

Mor€ dctailcd hfomatioD about rhc Municipality's capital asscts is pres.ntEd in Notc O to the finarcial

l4



COMMONWEIJTE OF PI]ERTO RICO
MUMCIPALITY OF ISABELA

MANAGEMENTS DISCUSSTON AND A}IAIYSS

fit rl y..r .trtt d Jutr! 30, 2012

l4trg t rD delrt

At yerr-eD4 rhe Muricipality had 315J97,02a h grnersl .nd speci.l bondr.nd mtes, a! increas€ of 76%
with rcspcct to prior y!ar- Thc follo$ing is a sunnary ofthc Municipality's odsatrding d€br ,s ofrurc 30,
2012 and 201 1:

TABLE 5

The Municipality reported an incrEas. in gEneral snd spccial obligation bonds and notes. This increale was
lhe .Esult ofthe issue ofthe $2,330,000, $3,625,000 flDd S1,545,0t[ bonds dudng the ye3r. The Muricipality
reported r net incrEas€ of$1,455,158 i. th. od€r lorgnerm debts during the ye6t. This i crEls€ was monly
aIftcle/ by th€ net etrect of incre3!€s of $ 1,601,662, 3284,132 ed 383,8?6 in th. lardfill Obligation, the
amount payabl€ to PREPA, and the balarce of Compensat€d Absences, r€sp€ctively. Th€se incr€ases were
panially ofrset by decreascs of$269,000, $87,3 10, $59,894 S4O,000 and $33,81 I in lhe Note payable-Section
108 Loan Guarant€e debt, $e payabl. to CRIM fiom pmp€rty tax advances, the balance ofthe Chdstma!
Bolus deb! the Clains .jrd Judgrneds d€br, aod drc LIMS note pay.ble to CRIM, respcctively. MorE dctailcd
information about the Municipaliry's long tcrm liatlilitics is presented in Note I to the finrncial slatements.

cenelal ard sp€cial obligation bonds and iotes
Notc payable 10 CRIM - uMs
Note Payable to CRIM - prior yeals delinquent

Note payabl€ to Pucrto Rim solid waste
Authority
Note payable-Sestion 108 l-oan Cuararlee
Landfill oblignion
Compensated absaces
Chn*n8 Bonus
Claims ar'd judgDorts
Payable to CRIM - property tax advances
Payable ro PREPA
Tot l

51,608

4.043.000
610r,135
2,960,694

337,975

1,054
897,965

$ 3 t,096.455

20ll

9.318,024
33,81l

60,48E

22,617
4,312,000
4,79473
2,876,8 r 8

396,869
40,000
88364

15



COMMOIYWEALTH OF PUERTO RICO
MI,INICIPALTTY OF ISABSLA

MANACEMENT'S DISCUSSION A-I\ID ANAIYSIS

ris.i y€rr Grd.d Jun 30,ml2

ECONOMIC IACTORS AND NEXT YEAR'S BUI'GET

Th. Mu.icipality's $l@t d ud appoiot d offfcirls coGide.d nany faclors lr,har sdtins S€ fs.d ye{r
2013 bdgrt. onc of6os€ fa{iors is the ecotrony. Among €conomic ar€2s consid€red art th€ population
grc{th astimates, pcrsonal inclmc, housing st tistics and ureoploynent mt€s. The Municipality's
uemploymert Ete Dow stards at 14-9..4, which .omp,rEs with lfi€ ComoDw€allfi late of 13.9%.

Tle Municipality applied a consavative approa.h in developmem hrdgct eslimates. Amount available for
appropriations h ft. Gcnerrl Fund for lh€ ffs.al y€ar 2013 total t 16,612,652, an irc.la-se of only 35% with
resp€ct to prior ffs.al year estimees- Budgel€d €)A€nditu$ are expEcted ro be r€duccd acclrdingly to the
decr€ase of budgeted r€vcnu€s. In addition to th€ cslimar.d budget fo. the general ftn4 tte Municipality haj
submited Feder.l dld Commo xEaldt funds proposals for w€lf.r. ard commurlity dcvelopBcnt as wEll as

forclpital i prove cnts ,nd public IrD*s firnds

CONTACTINGTIIE MI,I1\IICIPA],ITY'S FINANCIALMANAGEMENT

This fina.cial rcpo.t is dcsigncd to p.ovid€ oo, citizcE, t xp.yas, and creditoE a,ith a gen€nl ov€ryiew of
dte Municipality's 6ndc6 dd to d.noBblt rhc Muicipality's accountrbility for thc mor.y it r.ceivEs.
Ifyou havc qu.stioLs abod &is nport o. 

"€€d 
rdditiooai informatio& contact rhe Municipslity's Director of

Budget and Fimncc at PO Box 507, Isabela, Puerto Rico 00602.

16
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COMMONWEAL'II' OF PUf,RTO RICO
MI,MCIPALITY OT ISABEI,/T

STATf,MENT OT NET ASSETS
JUNE 30,2012

ASSETS

Cash aDd investmffi
Receir"ables, rct:

Munbfat Lieree Tacs
Sabs ald use ta)cs (mte M)
Otber (note C)

Drc trorrr

Cofitrm$aealh GovemmeDf (trote D)
Federal Go\iermEd (mt€ D)

R€stsbted ass€ts:

Cash ard inwsffi
Cash wlh ftcal aged

IrlvestrErE held wih ftcat agptr (note B)
Defur€d bond isslEDce costs, net ofaccutrtrrhted

arnortizarbn of $4 1,014

hv€frorbs ad Sryplbs
Capihl Assets (rote G):

Iand ard corstrrtiou bprogfess
Otter capihl aseets, tret

Tolal assets

Goveltrmefial
Activities

s 23,912,843

5,081

355,699

t3E,52t

2,885,137

1,711337

6,0s0,810
10,699,314

192,E56

73,251

215,004

18,264,383

41242,24E
59.506,631

_q!:4!44

The accompanying notes arc an htegral part ofthis statement.
l8



COMMONWEALTH OF PUERTO RICO
MUMCIPALTTY OF TSTSf,LA

STATEMONT OF NET ASSETS (CONNNUED)
JUNE 30' 2OI2

LIABILITIES
Accorff palabb and accnrd fiabftbs
IrleGst polabb

DIE to:

Comnwealfi GorcrrErt (rDte D)
De&ned revenrs:

MlDbballt€Ee t (es

Federal gBI{s

LDg-te'n lAbi&i,s (tDte D:
Dw wihir orc )car
DtE l'rmrE thalore ]€rr

Total liaHttbs

NET ASSEN
hr€sted ir capial assets, rpt ofrehted dsbt

ResEicted t r
Capital pojecB
Debt servt€
Otbr speci&d purposes

UmesEited
Total ret assetr

$ 2,606,329

288,247

106,656

2,06t,449
l3t

2,090,668

29,0o5,787

36159,267

48,t7 t,939

4,414,714
3,680,890

1,033,302

12,286,372

$ 69,587,217

The accompanying notes arc an integr8l part ofdlis $8temetrt.
l9
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COMMONWEALTII OF PI'ERTO RICO
MUMCIPALITY OT ISABELA

RECONCILIATION Of TIIE BALTNCE SEEET ' GOVERNMENTAL FIJNDS TO THE

STATEMf,NT OF NET ASSETS
JUNE 30' 2012

Totrl gov€rDrental ftmd balaDccs:

AmuG reported 6r gover@dal activiis ia tbe Stareffi ofNet
Assets are di&ret* because:

Capital a.sseb used i1 goverredal acti\'ilbs are mi funcial
resouces ad- tberetre, are mt rcported iD th€ fDds:

OltEr assets used in goveffintat activities are not fnaDcial

rcsoEces and, 6erebrE, are Dot reportEd in tbe f'Dds:

DeGrred chargBs _ bord SsrraIce costs

OdEr assets are not avaihbb to pay 6r crrrent_perbd

opendinres and 6ere6re, are deGded in tbe fDds:

Recei\Bbbs:
Prcperty taxe6-GeDeral Futd (curIed year) S

Properq/ tar€s_Debt Servi:e Fr.Ed (cutrert ycar)

Clarges 6r serei:es
Sabs aDd use tax - Mulbiial Dertbp@ra Flmd

DIE fom CorrrDttvcath GoverrrrEnt:

P.R- Deparmir oflabor (I3w No. 52 aDd 82)

P.R- DepartrE|lt of Edlratbn
P.R- Electb Pover Aufioritv (PREPA)

P.R lDf"astructrre Fi]EEirg AllDrity - '?INI Frnds'
P.R Offce 6r Yodr Aeis (OA,
CtdsEEs BoErs ReidrirselEirt
Grant trom P.R- Sotd Waste Arlt|ority
Grad iom P.R- DeparaEnl ofTraDsportatim
Grant fioft RDral DevEt PrErr Corporation

GrE t foEP.R DepartlEd ofFamly - 'Pres"
OOler

Due toE Fedcral Gover@d:
Federal Crant-Saate aDd Corr nity HiSbway sacty
Federal Grad-ChiH Care
Federal Gram-Head stan
Federal Gr.d-CDBG
Federal Grad-ARRA-EECBG
Federal Grant-Fedenl Tmnsportatbn Act
Federal Gras-EGrgPDcy Sbefter Grant

Federal Grartr-OtlErs 39,538

36,a3a,141

59,506,631

73,251

3,728,226

311,973
126,986
61,965
30,381

1a9,645
215,000
a97,965
8l,535

106,985
156,979
137,'712
66,O9'l

105,097
80,180

138,9r8

26445
552,t93
2ro,903
105,480
to254
9,800

155

The accompanying notes are an integnl part ofthis shtement'
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COMMOI{IYEAITH OT PUf,RTO RICO
MUMCIPALITY OT ISABELA

R-ECONCTLIATION OT TIIE BAJIINCE SHEf,T - GOVf,RNMENTAL FUNDS TO THD
STATEMENT OF NET ASSETS (CONTINIJED)

JUNE J},2012

- Iderest lirbi&L.s are oot dlE ad payabb irthe crrrert perbd
aD4 tlErebre, arc rpt rtported h 6e f.Dds:

- IrrE terrtr lbbiLbs" itcldig bonds payabh aremt&E
and payabb h tbe qrr€rd peri>d and drrefrre are mt

_ reported inthe fnds:
Gernrat ob@arbo bonds aod rctes
Note palrable to CRM-ftianciDg ofdeliqrst accolds

- Note payabb to Ht[lseclbn 108 I-oan Garals€€
Palabb to PREPA

Coqersated abserces
- Chiaas Borus

(12,57',7)

(ts,847 ,O24'
(57,608)

(4,043,000)
(89'r,96s)

Q,960,694)
(337,97s)

EstirEted sotd wasE hrdfllcbsrre and post-cb$r:e cosls (6,401,135)

- Payabb to CRlM-excess ofproperry tax ad\aEes (1,054) (30,546,455)

Net ass€ts of govem@ntal activities : s 69,587217

The accompanying notes are an integral pad ofthis statement.
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COMMONWf,AJTH Of PIJERTO RJCO

MUNICIPALITY OF ISABETN

RECONCILIATION OF STATEMENT OF Rf,}'ENI'ES, EXPENDMURES AND CEANCES IN TUND

SALIXCTS @TTTCIT). GOVERNMENTAL I'UNDS TO THE STATEMENT OF ACTIITNES\
FISCAL YEAR ENDED JUNf, 30' 2012

Net chrE to Ilmd bar.rcs (&trcit) - toa.l govc][Enrrl frDds:

Armrnls tEported 6r golerr[IEolsl activtls in rtE siaErlEnt of
actnnbs arE diEieln b€cause:

C,o\Er rEdl trrlds reports captsl ass€ts ol.lhys as e'gerdtues' Ho$/ever'

in trE StaledE tt ofAcrivli:s ttE cost ofilDse assels is alhsred o\Er

&ir est'rrmed tsefrl lirts ard reporEd as deptEcirtbn oQerB€:
E)pelrCtuts 6r caPial asseE:
IJss: currtlt l,Ear delnEcirlbn

Co\,errrIIE ial trrtds onv rePott tlE Proceeds rEcei(€d ir dE dirPosal of
a.ssets. In rhe staterrFnt ofActivftix' a gah or ktss b rcported 6r each

disposal Thrs, fu cfrarep h rEt assets diErs fom ttE cltarEp h fird
babrEe by llE cost ofdE dispos€d aisec

Rer,Erles indE Srar.rrEri ofActivid= rbal do rDr pmvite curcrt fiErDhl
ftErEirlr€sotlD€s arE rDt repolted 5s rEr,e .Es hAF firtCs:

Prope(y ra.es.CierEral Frrd (curred )tar)
Ploperty raxes-Debt S€r*e Fud (ctrrcri )Ear)
P.R- DepartrEit oflsbor (Law No. 52 ard 82)
P.R- DepartrErt ofEdEari,n (clrrerr )€ar)
P.R- Ebctb Pouer ArrtDrlv (PREPA) (clrtcrr )€ar)
P.R Otrc€ 6r Youfi AGis (OA,
CffirEs BonE Reir*,1!:serrErr (crEerr )'ear)
Federal c,ratit-Head sr.rt
Federal Grarr-ChiH Carc
Federal Grart-CDBc
Federal Ctraff-OtPrs
ClraaBps tr)r servbes
Doitated caPiDet asscts
OilErs

RevE rEs rEported h fl.rds whbh arE tbt rEPorted as rE\,eI!'B ir tlE
SlaErrEna ofActivtis:

PtDperty ro{es-Debt Servie Futd Gri.,r }€ar)
P.R- ElecEi PosEr A.{tDrity (PREA) (prbr J,ear)
Grartr trom P.R DeparfrE'l ofFanfly _ '?r€s"
ChareFs 6r servi€s
Fedcral GraIn-CDBG
FedeEl Grarn-I{ead S€rt
Federal Grart-Federal TrarEportatbn Act
CtrbfrE3 Borlls RetulruscrrErt (prirr )€ar)
OttErs

$8,737,O50
Q,Oa22s7\

$ 250srr3

6.654,793

(185,643)

3235,479

(1,157.474)

37t,9',73
726,946
20,o52
75,OOO

712.451
106,985
156,9'79
21o,9o3
30/.,372
a),414
r8j95
40,o49

a34.60t
195,9 r9

tt4A6O
428,319
42,519
33,767
53,197

l o9,358
3920o

184,333
152,'721

The acmmpanying notes ale sn integral part ofthis ststement.
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COMMONWEIITH OF PUERTO RJCO
MIINICIP,IJITY OF ISABOLA

RECONCILIATION OF STATEMENT OF REVENI,'ES, EXPENDMURES AND CHAICES IN N]ND

- BALANCES (DEFTCTD - GOVERNMENTAL FUNI,a TO THE STAITMf,NT OF ACTIVTIIES (CONINUED)
FITAL YDAR ENDED JUNE 3I},2012

Proc€eds trom gerEral obligarbn boids aIe otlEr frEIDiry soln:ces io fE
- gpr,errnrntal fiIlds, bra an irEtease ofbDg-term fabihi:s ir rtE St tedDrn

olNet Assets: (7,5OO,OOO)

- Proceeds totrIrsab ofrlqchiEry ard equipnEr[ are otlEr filarrcilE sous-€s
in tlE gp\,ErmEml tr-rds' bu a decrEas€ ofan accornt rEceivabb in tlE

Elpendtu-Ee-s rEported in fl.[ds whbh arc iot i€porred as epcrEes h dE
SlrterrErn of Actir/itbs:

Matt[ed bods prirEioal paytErts-Itebt servbe Flrd (rEt ctBrEe) l70,OO0

RepayrtEnt ofbrlg rerm debt is 6n opcrditurE h OE governnEdal firds, bu
redEes bng-icrm tab itis h tlE SlatenEm ofNet Assets:

- CerEr6l obligalbn bords atld rDtes
OtlEr brrg tcrm liabihbs

- co\,erffr€nal f.rds r€port l}E eftct ofbord issuarrce coss as eleendir.re
wtEn debt b tr st bsrEd, wlErees lbese arDurrs arc dcfrn€d ard arrDrtiud
in l}E Stat€.rst ofActir/itbs. Thb anDlrtr b *E rEt efEct ofilEse

- diGreDces:
B6rd ia.rre 6sts
AEDrtizaticn of bord issrErEe costs

- So.r..re" "" 
rcported in tlE StaleIIE ofAcrivibs do rDt rcquirc tlE use

ofcurrera ftiarthl resources alrd, thercb€, ar€ rDt rEported as erqerdiE{es
in rlE gor,errlnEdl frrds:

- Corpensat d abserEes (rEr ctarlge)
Mulaipal solu \rsge bndtrfl (rEr cfErBe)
JudgrtE t ard bgal cbitls (rEt charEe)

- Chisrnas boru,s
P.R- Ebcrrb Pouer A.rtDrity (PREPA)
Accrued iteEst (nei ctEtr8e)

- CrEEe iu nea rsscis ofgovcrrnEtrtal .crtiviiies:

42l,OOO
r,547,O21 l,96a,O2l

31.475
(4,490) 26,945

(83,876)
(t,6ot,662)

3,OOO

(337,975)
(l.068,678)

707 (3,088.484)

__$_21!::E7

The accompanyrng notes are an integral part ofthis statement-
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COMMONWEAITH OF PI'ERTO RJCO
MUMCIPALITY OF ISASELA

NOTES TO FINANCIAI STATEMENTS

Jo[G30,2012

NOTE A - SUMMARY OT SIGNIFICANT ACCOUNTING POLICIf,S

The Municipality oflssbela lrts! fouDdd in 1819. Thc Municipaliry is govemed by the executive .nd the
l€gislative branch clecr€d for a four year term during dr gcn.r.l electio[s in pu€no Rjco. The Mayor is the
executive otrcer and lhe Iegisldive bmrch consists offoune3o (14) ncmb€rs ofltc Muricipat LcgislarurE_
The Municipality engagB in a comprchcrBivE r"trge of servic€s to the community such as: general
govcmment a.lminiseadon, public works, hedtt! environment l co6trol, educatio& public s€.lrrity, \r,€l$re,
holsing, coinmunity developm€nr ed cultur€ ajrd r€.r€arioo r.tivr_tics.

The fir,rrEial starenqts ofthe Municipality have b€€n prEparEd in araordance with 6ccounting principles
g.nelally acc€pted io l!€ Unit€d Stdes a! appli€d to Fvemmental units. flre Oovemmentat eccounting
Standrrdr-Board (GASB) is fte standffd.seritrg body for govcrnmetrtal aaaouming md trnaociat rcponing.
Ile GASB p€riodically updar€s iis exisliog covemmer*at Accounti"g aDd fioaftial Rcporring St ndards,
which, along with subs€quent CASB ponoucsnco.s (Statemdts and Interprebliors), ;rcd;nes CAAP
for govemmertal units.

l- Finoncjol rryfing cn{rtt

The finarcial reporting entity incfud€d in lhis r€port cotrsists ofthc fioancial $rtEmen& of6e Municip€lity
oflsab€la_(prinary govemmeno. To 6i.ty prcsenr the fi"a.cid position and the rcsults ofoperatiotrs of
$e firanchl rEporiing enaity, mmrg.mcnt must deErminc whdhcr its reporting etrrfty cotrsists ofonly lhe
legal cotity kno$m ar fie primary gove.nmed or oDE or nrorc ".gizarlo* " tea componmt udrs. Th€
inclusioD ofa po&ntial conporcnr unit in thc prinary govemmenr's reporting edtity depends on wficrher
fie prim.ry aovemment is finmcially accountable for the pot€ntial cohponeDt ;it o; on wh€tlEr rhe
naturE dd signific{te ofthe relarionship wit} the primary goyemmen is srlch &rt exclusion qould cause
the r€poning entity's firrncial statemmts to be misl.adfug or incomplet . There are two methods of
presentatiotr of the component mii in ihe financisl statebents: (a) blending lte financial data of the
compon€nt units' balanccs and uusactio8 in a mattncr similar to th€ prcsentatior of the Municipatity,s
balances and (b) discrEG pcseni.tion ofrhc componcnr uit's firaDcial data h colunrc s.paEtc ftorD rhe
Municipality's balancG atrd aansaclions.

The basic cnteria for d€ciding filunciat accoEtability arE any onc ofthe following:

a. Fiscai dependarcy ofrh€ potedial component unit on itE pdnury govcmm€nt, or
b. Thc primary govcmmeotsppoi s a votiog mqiority oftbc potentia] compondr unit,s gw@in8 body

l) fte pnmary go\€mneff can impos€ its will on the potentisl coDporent wit andor,

2) A finarcill bencfn/ buderl exist betwcen th€ pnmary govemment.d rll€ potoorial cohponent unir.
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COMMONWEALTTI OF PUERTO RICO
MUNICIPALITY OF ISABELA

NOTES TO flNANCIAL STATEMEMS

Jun.30,2012

NOTE A - SLIMMARY OF SIGNIFICAN.T ACCOUNTING FOLTCIES - Co irucd

L-addition, s legally sepr..te, t x<xdpt o.galz.tion shoutd be discr€rely prEsentcd as a compooent uit
of a reporting entity ifal, ofthe folowirg criteria arE mel:

a- The ecoroinic rEsources recaived or held by th. sepamte organizsaion are eriir€ty or almost entirety fo.
lhe direct bcnefit offte primary govemment! its compone[t units, or its cotrstituents.

b. The primaq, govemmen! or its componcnt unig is en&led to, or has the sbility to oth€rwis€ ac@ss, a
majority ofthe economic rcsourccs rftcivcd or held by rh€ separar€ orgadzar n.

c. The €cooomic rcsourc€s rcc.ived or hcld by an bdividual organizrlion ttat rhe spccific primary
govemDent, or its cotrpole mits! is entitled to, or b&r drc ability to orhenyis€ a.ccir, are significad
!o tfte pimary golernm€nL

Othe. oBanizations should b€ evaluat i ss po&ntiat compooent units if th€y ,rE cios€ly relaied to, or
finarcially integra.cd wi6, the prioary govemmcrt pmfessional judgDerr is apptied iD det€rminirg
wherhe. thc relnionship b€tweco a p.imary govcmment and odrcr organizarions ior *hich rh€ primsry
aovcmment is rot accountable and dnt do not mect fi€se criteria is such thd exclusion ofthc o.g.nizatioD
would r€nder the financirl sr.tcmeds ofthe rcporting entity misleading or incompteie.

Basedon the above criteria therc aIs ,lo potantial component unirs which should be included as part ofthe
financial staoemeoG.

2. Rasit of prdeitdion, n alatemarrrfoats arA hasis olac@unting

The financial .cport ofthe Municipatity cor,sists ofthc Maragcmcnt.s Disc[ssioo ald Analysis (MD&A),
basic finencial ststement* notes to the financid dalenents and .cquir€d suppldn€ntsy iofomatiotr oth€r
than the MD&A. Follo$ing is a surnmrry prEscntarioo ofeach irEludiog the me5surEEe.rt focus ard basis
of accounting. MEsurement focus is a term us€d to describe yrtl, t ans€criom arE rEcord€d within the
valioG finmcial staroeots. Basis ofaa.ounting r€fers to yrre, rEnsaclions al€ rc.ordcd regardt.ss ofthe
malsrrlefteni focus:

MrDr!.m.nt's DlicGiotr rtrd AartEi.

This consisb ofa Mnrtive irtoduclion and anrlyticel overview ofthe Municipatity's financial activni.s.
TIis ssb:is is sinilar to the &alysis lhe privn e s€clor provides in rheir annuat r€pons.

Briic fitlrmid r.lilmGnt

Basic firallcial staiemerts include bo6 govcmmetrt-widc ard fund fiDanciat siatenenrs. Both t€vels of
siatemenis car€go.izc pnmary aorivities as gove'nnentat typ€, viftich ars primarily supporred by t xes and
itrtergovemrnedtal rEv€nues.
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COMMONWEAITH OF PUERTO nICO
MUNICIPALITY OF ISABf, LA

NOTf,S TO FINANCIAI STATEMENTS

JotrG30,2012

NOTf, A - SUMMARY OF SIGNIFICANI ACCOITNTING POLTCIES - Corrtuu.d

GovcmmcnGwid. strt.Ddrs

Th€ govemment-urdc shiemenrs coosist ofa Slar.m€,lt ofNet Asscts and a Statemerl of Activities. These
statements are preFr.d using thc economic reso'ncls Eeasurement focus, which concenEates on an entity
or turd's nct assets. All n.aruaclions €nd evcn6 lhat afcct ihe iotat economic resoorces (n.t ass€t, durin;
the period arE rcponed. The statements are r€lorted on thc accrual basis of accounting_ Revenues ere
re.ogniz,e4.in the pcriod €€med .nd exp€nses recognized in the p€riod ir which the 6sociaied liability is
incurrcd. Fiduci.ry activities, ifatry, whose r€sourE.cs arE rot allailablc io fnance govcmment progmms,
are exclud.d fom the govcmm€ t-wide st8ements. The cfrcct ofinter-fund aclivities is eliminaaed.

The $atement ofNet Ass.ns inc.rpo:?tes all capilal (lo8g-liv€d) assets and rcc€ivables as well as lorg-
lertn debt and obligaliotrs- The St.remenr ofActivitics rcports rEvcnues atrd €xp€nses in a formai rtBt focus
on thc net cost ofeach ftnction ofthe Municipoliry. Both the gross and net cost ofrhe ftDction. wbich is
otierwis€ beiog support€d by thc general gov€mmenr revenues, is cooparcd to th€ rEvcnu€s g€n€mted
directly by thc tunclion, This Strtement r€duc€s gross cxp€nses, including d.pr.cisdon, by retated prognm
rcvcDues opclatiog and caphal gia s, and coDtributiotrs. program rEvenues muxt be dir€ctly associated
with dle tunction.

The types oftransasrions ircluded as pmgmm r€vonues arc: charges for lcrvic€s, fees, Iicetrs€s End p€rmits;
operetidggra s $tich include operating-sp€cific and discretionary (either ope.ding or capital) g"nts; and
capitsl gants uhich are capital-specific grmts. Imeirslly d€dicatcd resources aE rcported as gencrat
rEvenues rather than as Eogram revenues. Likewis., general reveru€s include alt r.xes. pmp€rty tax€s
(ilnpos€d nonexchangc transactions) ar€ rEoognizcd as rEvenues in the y€3r for which they are tevied and
municipal licetrs€ tax€s and sal€s arld use laxes (derived tax revenues) whcn the undeilying exchange has
occurred. Revenues on both opeBting a.d ceital graDrs arE recognized tyhen .fl etigibility rcquir€m€nts
(which include tifte rcqui.€ments) inposed by the pmvide' have been n6t. Fo. cerrain €xp@diturejrived
gmnts, revarue is rE ogniztd after allowable exp€Ddiilres arE incurcd. As a policy, indirect exp€nses in
the Statement of Activiti6 are not allocslrd. The Municipalhy firsr us€s rEstsict€d ass€ts for €xpeos
incuned for which bodt restricted ed unresr.ict€d ass€ts e ahilahte

The Municipality reporrs dcferred rEvenues in lhe govemm€ni-wide srarements. Deferr€d revenu€s arise
when rcsources ars receivcd b€forE the Mmicipality has a legd claim 10 them or before applicrble
eligibility rsquir€ments ar€ met (in casc of c.rtain f€deral cxpcndiiurej.ive' grants if rcsources are
received beforc dlowbl. cxpeditures .re incunEd). Io subs€qu€nt p€riods. eh.o the Muicipatiry has a
l€gal olaim ro th. .Esourceq fto liability for def€rcd revenues is tEmoved and llie Evenue is r€cognizad.

Priv.tc-secior standards of accounting and frunci.l rEpornag issued prior lo Decdbcr | , | 989 genelaly
are followEd in lhe govemrnent-wide ffnancirl statrm€Ilts to the extent that those standards do noi conflicr
with or contradict Suidarce of tlc Govemmental AccountiDg Standards Boad. Thc Municipality has
€lect d not to follow subscquent st tements and interp.eistions issued by the FASB after Novamber 30.
1989.
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COMMOI{IYEALTH OF PUERTO RICO
MUNICIPALITY OF ISAsELA

NOTES TO FINANCIAI STATOMENTS

J[r.30,2012

NOTE A - SUMMARy Or SIGi{ITICANI ACCOITNTING POLICIES _ Continued

The inancial tranlactions of dle Municipatity sle recorded in individ,jal firnds, €ach of *hic_h are
c.nsidered an irdependenr fiscat entiiy. Each tuod is sccouled fo. ty pro"iainfa 

"coara" 
ser ot serr

Darancrng accoutrrs thnt compnse ils ass€ts. tisbjtities. rcserves, fund cquity. rEE;ues and e)oenditur€s.
Funds.ae se8regalcd accordhs to their intended rylp"* "hi.h 

r,"rp, ,i*a".""i ir-J"i_r"rrrrrg
compliance with legal, financiat and contractual pro;isi;m. Coue.n.enat funalare ,i.* O.r* *f,i"f,
most.govemmeolal fimctioos ofthe Municipality sr. finaDced. The SoveDnenLl ma,ru..*ti in.rua"
a Balance sheer and a Star.msf ofRevenucs! Expetrditures and-Ctrang€s ;n Fund S"l;;;ri h or"colunn for the s€nerat fimd. one for ea.h n4oi nraa ana .r" *f-,-, -.firi-rg-J: ,."_ln"J".
govemrncntal tunrls. t rajor fimds arc d€rnnin€d brs.d oll a minimum cr eri*, ,r., ir,-" p.r*rn"e. .f
the assets,.tiabitities, revcnu€s or cxpcndin 16 or based on rre r*luntciparity,s officiar:i li,.i" trir,. r"ratj particularly important !o financiat sratement us€rs (for rfeaa ltari p.gr-, O"ti S"rvt* 

"rACommoo$t3lth lagislature R€sotutions Fuods).

flrc Muricipality rcports tfte foflowing major gove.nmenat filllds:

Sg!!+l-Eg!A. ftis is dre op€.ding ftnd ofthe Municipalig and is used to lc.ouDt for and repon ail
financial rcsourcls not accounted for aDd report d h aroth€. firDd.

egEp.uliav p.vdopE r! Block crrnt pmarrE Ford aCDDC): CDBG turd (includins CDBG -A,KA) rs..,sedto accormr rbrrnd repon revcnu. sour.es forrlE deveropme ofviabre urban co-mmunities

:I-!llj:!1C decenr ho-u5ing. a. suirabte riving cnvimnncnr and expa, ins economic opporruniti€s,
pnnc,palty tor p€rsoos oftow and modenre ircome.

Ii€.4 Sr.d Pmzrln Fgdi H.:d Starr furd (including Head Sran - ARRA) is uj€d to account for and
report rcvcnues sour€s for tb€ rElated &tiviti6 that pr'rnote schoor rEadiness iy ennancing the sociar and
co-snitive de!€lopme of tolr,-inmme chitdrEn 

-tlulugh 
rfie provisions .ir *rnp*ii*"-i*'r,*6

educa,ional. nutritional, social and other services.

D.bt $er.vic. FEpd: rxis i d is us€d !o ,.couDt for 6nd report financiar rEsourccs thit arE rcstricted,cormittcq or assign€d to cxp€nditurE for principal and idere;

Co'ptnopialtt_ Leqt ru^ Rstudoc Fu.d: Thc Commonweatlh Legistalive R.sotutioDs ftnd is
useo ro a4counr ror al|d repon gmls ftom rh. Commonwestrh.s L€slatuE.

The govcrnrnental funds reportd in the fund ffnancirt srrtemenls are ac.ounted for ulinc .[c cment
ffnancial resouiE s m€€su'lmetrt fcus and rfic modifi"a o"-.r u".i. or""**ting. uiJ.iml-_"r,"a
of arcoldin& reverucs are recoenized when they arE sulceptible to accrurt (i.e. -t tt .*"r-tf. *a
available). Revenu.s are coosider€d to be avairabre when thry are colrectibrc withi, tt" 

"u".ri;.a o.
soon enough thereafter ro pay tiabilities ofthe curEot psiod. For d,is prrpose, D. rr4_i.io.rit, Ir*ia.
revenues to bc available if they s€ col*-red wirhir 60 dsys of thc end of rl|€ currcrt fi;';;;. -
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NOTE A - SIIMMARY OF SIGNIflCANT ACCOUNTTNG FOLrcIfS - Cortitrucd

Revenues susoeptiblc t9 accnDI i,clude prop€ity taJ(€s, rEcognized as r€venues in the year for wnich they
are levied; municip.l licers€ t {es and sal€s aid use taxes, ncognized wtren the unrteriying exchange has
occumd and time rEqliremerts are m€r, ,nd inter€*. In applying the susc€ptibl€ to *.irul con .p, ,o
inte.govemm€ntal rcvsrues, rcvenuca arE rccognized wh; aX eiieibility rcquirem€ s (including time
requirem€lts) imposed by the pmvider have hc€n s€t and revenu€ becomes arqitsble. TberE are, howcver,
essentially two types ofthese reverues- In the firs.t casc, on exp€Dditureddven g:nts, monies must be
expendd.on the sp€cific projc.t or purpos€ (eligibiliry rEquiremedr, beforc any;noun!, aft paid ro the
Muicipality. Revenue is, dEretur€, rEcognized as cxp€ndilr€s e incurcd to 6e exte avait;b. In the
olher cases, mo es aft viduslly unrestrict€d and ar€ gene6[y .evocable otrty for faitl'e to mmply with
p_.escaibed compliance rcquiremenrs- In th€s€ cases r€venro are rec"g"ized * tlre .im€ ofrEcript;. earlier
if lhe sBceptible to ac.rual criteria is met Licenses and p€rmib, ;hargcs for sewices, reni fines ana
miscellaneous rtvenues arr generally recorded as rEvenues when recrivJ or arc refognized .idie. ifrhe
susceptible to accrual caiteria is m€t.

The Municipality rEports in th€ govemmeDtal $Dds statemeDb defenEd revetrues which aris! when
potential rcverue do€s not mcct both nejsuEble and aBilable criteria for !€rognition in the curcnt period
(in tfte govertrment-wide slateftents revenue is recognizcd as soon as it is €amed r€gardtess of il!
availability), H€rrEd rEvenuB also aris€ *hcn rcsourc€s are.eceivEd befo.E rh€ Municip;ity has a legat
claim to rhcm or before applicabte etigibitity requirem€ots arE m€t (ir cas€ of certatu feairt Jxoenairure_
dnven gnnts il resourE€s are reeiv€d bcfore a owabte expendiiurEs arE incurrcd). tn subsequent periods,
when thc .everre rE&gnitior crireria is me! or when th. Municipatiry has a tcgrt claim m r'rre rcrwe,
the liability for defen€d revenues is removed totu tfie balancc she€t and lhe rE;nue is recognized.

Exp€nditures ar€ genemUy recognized *her the related liabitity is incurrEd. Cerrain exceptions to this
tundarn€ al conclpt inctude the foflowitrg: ( t) payments of p.i;ipal aad inlerist or gm;; io;g rerm
debt, which arE rccord.d as erpenditures when du€, exceF for principat a"d id.r.sr due-on ,uty I (in rhis
case amounts arc recorded as liabilities and erpeoditur€s on J une J0 sinc€ arnounts have be€n accumuld€d
or tlansfened ,o Se debt sgvice fund before July I payments are madc) (2) vesled compensated abs€nc€s,
claims and judgmcnit and sp.cid reminatioo bencfis which are rmorded as cxoendirfes onlv ro me
extent that they are expected ro b€ tiquidated with exp€ndabte financiat rcsources (in re eovemmJnt_widc
shtements thc expense rnd rclded rccrrlat lirbitity for tods t6m ponionj ofd€br musr b; included).

Since tll€ governrn€ft.| fund sraremcnts are prcscotcd oo a different m€asEemenr focrs and basis ofeutng the rh. govtuencwid. sracmerq a re.oncitiarion is ne6sary ro explain fie adiusunenB
needed io traisforn the fund fi.mcial stat€ments inlo rh€ govcdneot-wide sraletueni. fU" ..-"n"ifi*o,
is part ofthc financial st6€mcrb,
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N.ra tn [ir.nci.l S.ia.mcrts

The notes to financial statetnents provide information rbai is .sscotial to 3 Es€r's urd€rsrading ofth' b'sic
financial sirrernetrts.

R.ouircd Srpplc anLrr I orBrtiop:

R€quirEd supplemeniary i.formation consists ofthe Budgetary Compuisoo Schedule - Gen€Ia, Fund 
's

requirEd by GASB.

3. Depdta a in)'s,metr,s

Cash and cash equirdent mnsist of cash on hand, demand deposits 
'nd 

short_term inv€stnerts with

original matudtics of thre. nlonths or loss from thc dd€ of acquisition. Notn€gotiabl€ cslific'€s of
deposits with origioal matuity of morc than lhr€e mo.ths are consider€d tirE d.posits as rcquircd bv

cu'rEnt standards. The MudiciFlig follows tlE pmctioc of pooling cash of all fu.ds cxcQt 6r c€rtair

Commonwealth's gra s, r.-sEicted funds aeaeralty h€ld by outside .1l$odiatrs and {cdetal ganii
Available pool.d clsh bllaff€ b€yond ilnlnediale 

"e€ds 
is inr€st€d in cedificatcs ofd€po6its. Cash tnd

cash €quivalents r€lared to Commonwealth and Fcd6ral er[llrs (includitrs Commonwealth Lcsislatur€

R€solurions) .rc rEslrict d sinc€ th€ir us€ is Iirhited by spplicable agrements or requircd by law.

The hws and r€golations ofthe CommonwEalth olPucrto Rico ardno.ize the Muni.iPality ro inv€st onlv
in obligedons ofthe Comn onweeltll oblig.tiotrs ofdle United St res ofAmeric€, cenificates ofdeposits,
@nrncrciat pap.', bark rs' acclptanc.s, or h pools of oblisariors ofthc Eunicipalilies ofPucrro Ric,o,

which arE mamgEd by the Govemmmtal Developmeni Bank for ltrcno Rico ('GDB"). lnvestment

currefily reported co$ist ofa notr.rded guaradeed inveslrnenl coneact ("GIC') maaaSed by CDB. The

GIC is valued a, c.st

4. Railcted osrds

Restricaed assets are liquid asrcts trfiich have third-psny limitdioDs on th€ir us€. Crsh ad c€sl equivalcnrs
.clatcd to Cornmon*€€Ih and Fcdcral grrnts (includiog CommoowEallh L€gislat re Resoltniom) ar€

rEsEicted since their use is limited by applicablc ,grE€nents or required by law. R€st icled cash with ffscal
agent in the debt s€rvice fund consists ofthe undisbursed balence ofptoperty and sales tax collections
retahcd by rhe comorwealb ofPurto Rico *hich aft GLi.t d fo.thc cpaymcnt of the Muicipality's
general and sp€cial obligation bonds and mtes as established by l$r. Reslricted cash wilh fislrl agpd of
dre other govemmenul funds represent ti€ undi$ursed prcceds ofcertai0 boods, loans or grants which
ar€ mai"tsi,cd ir a cash custodian accou.l by th. GDB or ! f€i.ral govemnenl aaency.
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5. Receiwblq ad daehon gotaMt4r.nrina

Receivablcs .Ir starcd o€t of.stin.ted ollowances for mcoll€..tible &courts, rhich rrc dde.dnd upo,
pan collection exp€ri€ncc and curltlt economic condiiions.

Amounts du€ ioln fedcrd govemment reprEs€rt .rnourts owed io the Municipality for rhe r€imbutsemem
ofexp€nditurEs irrcu.red pmuantto federslly tundcd progrants. Amom8 r.pon d in rtc debt s€rvic! nmd
rcgrEsent propcrty and sal€s tax Evenues ofcllrrcnt fiscal yo€I collected by th€ CRIM (pmpcrty lsx) and
Ite Itrerto Rico fr,epdtruent ofTrE€sury (sales tax) on rhe srtrscquent fi!.al year.

6. Idtetfund rccanyal'b oad Wdbls

Aclivity among fuflls thar ar€ rcprEs€ntaitive of leding/borro*ing ar.rngemcnts outstandirg ar fie end of
the fiscal y€ar arc refened to ,s cithcr'duc fDn/to odEr ffmds" (i.e-, rhc curEirt porrion ofinffir.d loar,s)
or'advaoces to/6om oth.r fi,Dds" (i.e., rt|e non<urrEnt ponion ofinterfi{d loans). All oth€r outstandiDg
balances Bmong ffmds aI€ rcpolad as 'duc nom/to ottlcr fimds".

The Mudcipality purchrs€s gasolirl., oil and olh.r c{'erdabl€ supplics held for c.nsumption. The cost of
tho6e purches€s is rccordcd ,3 expeaditutE wtl€n incurrEd in dlc appmpriatc frmd but dl€ y€€r-end invemory
is Dot r€cord€d in the Senena ofNet Ass€ts! ss nsiagemcnt believ€s is nor signifi.a .

Iuve"tory of mdicin s and medical supplies of tte Municipality's Advancln Medicd C€n&r ("CMA,,)
is capitaliz€d ard valled d cost using the firsr-iq first-out nethod.

8. Copital e.sd\

Capital assets reported in $c govanmcntal activitics in the Statemeots ofNd AsseE includ. property,
plant, equipmBt ed innafuctute, (e.9, roads, bddeEs, sid€wnlq snd similar itcms). The Muoicipality
defines capilal als€ts (cxept for irfrastructurE ais.ts) as ass€ts lha! hwe an iodividual cost of$500 or
more and have a osefirl lift ofon€ or more year- IrfrastructrrrE anets arc capitalizd bascd on a psc.nt g€
oftfic estimated useful life. The cosl ofrormal mainten nce snd repai.! th.a do not add io rh. valuc ofthe
ass€ls o. mderially extend sss€ts liv6 ,re Dot capitzlizd- M4or outlays for capitrl asscts ard
improwments aIE capicalizd as pojects sre constucled.

Capitel osas are capitalized at histdcal cost or €stimar.d hisio.ical cost ifhistoricrl cosr is not rvailablc.
Donat€d assds ar€ r€@rded as oapital asscts ar thei. esdoated fair m.rket valE .r the dde ofdonadon.
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All cspital ass€tf oth€r dl,D lr"d ,nd corutruction in !rog..ss, srE deprEcided llsiltg dle straighrline
m€tbod ov€r th€ folowing usoftl livcs:

Dscriptioo

lfid improvemenls
B'rildiqs and buildinA improvemcnts
Leas€hold improvements

vehicl€s, machinery and equipm€nt

YeE

50
50

l0-50
J-10

In accordanc€ with qrrent accoutting standards capital assets arE r€view€d fol irllpairmeft lmpaimenl
occurs *'iIen rh.rE is a siific€nt declirc io assct scrvicc utility due to the occl,n6nc€ ofa promincnt €vent
or charge in ctcumstanc€s affecting the assel Cunent ltandads provide guidance for acrouoting and
rEponing for iopairm€nr.Dd for insuranc€ Ecoveries.

9. D{ened hond itl/,/,ance cos&

Bond issuanc! costs 3r€ reponcd as dcferEd chalsB ed .mortizrd as rEquircd by curot stadda.ds.
Gorennertxl find tn€s rEcogtrize bond issurnc€ costs as exp6rdiuEs during the currt tt period. Thosc
issuance costs, whether or nor withh€ld fiom the actual debt proc€€ds r€ceivd, ,rc reportcd as expendibres
in the rppropriate fund.

I0. Longarrn o igalrons

I-ong-term debt ,hd othcr long-term obligatiolls, which ar€ r.port€d !s lisbiliti€s in lhe govehnental
a.tiviti€s mlmr in iie Strtcmeri ofNet Ass€rs, cotrsist ofgeneral and special obligation boids, liabilities
for compcosaled abs€nc€q claims a.djudgments, and long-tern lirbilities to ofter govemrnenral entities.

1 l. Co rn?e rrsated obsen ccs

The Municipality's employ€.s accumularc vacation, sick leave and comFnsetory time bes€d on continrDus
service. Comp€osated absatc€s are recorded as r lisbility if(l ) arE eamcd on tlle b6sis ofs€rvices already
perforrned by mdoyas, (2) ii ;s prcbrble thar will t€ paid (in tbe forn ofp.id rim otr, Gh paym.nls
al termination or r€tircmenl or solne other nrcaDs) atrd (3) arE not cortingent on a specific event (such as
illness).

The comp€nsated abs€nc€s ..e rccumulated oo rhe bosis of 2,, da)s pcr lr)onth ofva.dio, and ! 7, d$s
per month of sick pay and compcnsatory time up ro a maximum of60 days ofvacstions rnd 90 days of
sick l€av.. Upon s€p&.ation tom cmploymeflt th€ accumul&ed vacations arE liquid.t€d lp to the
maximun number ofda,s. AccllmuLl6d sick leav., which is accau€d b€sed od dl vesring amounts for
which payrnent is probable, is liquidared to employe.s with l0 ycars or lllorc scrvie up to lhe maximum
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The accrual ofcompeEared absences includ€s osrimacd payme&s tltar arE r.tared io payrol. The enrire
minpcEsacd atGenc€ liability is rEponed oll the govemment-wide fin.nciat srrlchc.ts. For govemmcntal
fund financial stal€ments, the currem portion of unpar:d comp€rEated absenc€s is the atrrount that is
noimlly expected to be paid usirg expendable availsblc financial rEsources. The non-curreot portion of
!fie Iiability is not rEponed.

Pursumt to kw No. 152 ofAuCrrst 20, 1996 etrective Juty l, 197 th€ Mulicipaliry is requircd ro pay y
.xcrss of vacations and sick leave accumulated over 90 days as of D€&mber 3 I of cach ye3r. paymenrs
should be tusde otr or before MarEh 3 I ofihc following year-

12- Fand balanc?s a t Na Assets

During the year 201 I the Municipaliry implemented GASB St renent No.54 FlEd Sataoce R€porting and
Govcrnmcrtal Fund Typ€ Definitions CGASB No. 54'). This si.temot 6tabtishes accountint and
reporting $aodads for all govemment! th.t r@n govemment l firnds. It also establish€s criteria for
cbssirying ftnd balsnces into sp€cifically d€fmed classificarions and cladfiss definitions for govemme al
fund typ€s. Thes€ classificarions compris! a hiertrchy based primarity on thc exteri io which the
Municipality is bound to obseNe constraints qon the ule ofrhc Esou't6 reported, As a re$h ofrhe
impl€meDratior t$o sp€cial fiDds werc reclassified fiom the gEneral fund to other sovemrnentai funds.
The classifications are as follo*$:

Nonspodable Amomts thar car@l b€ spent bec.u!€ @ eirher (a) Dot in spendrbtc fom or (b)
l€ally or contractually rEqui'ed to b€ mrintain { inta.r

Committei:

Amomts consEaioed by ext€rral panies (cr€ditoE, grmtors, contributors, or laws
and reguldio[s of other govemments), Lnposed by law tfuough mnstfuniora]
pmvisioos or by embl;ng legisldioL En bting tcgistation ssthoriz.s the
Municipality to asseas, levy, chsrge or orlErwise mandde psymeot or rEsourc€s
(Eom extemal r€sourc€ providels) aod includes a legally enfo.ce{btc rEquirement
that those resources bc used only for the sFrecific pupos€s stipulaisd ill the
legislation. Lcgnlly enforEe{bility mea.s thsr the Municipatiry can be compcued by
an exlrmal parq, luch rs citizcns, public interesr grcups, or the judicisry to use
resourc€s crEsted by enablire legislation only for t$c pnposes specifid by the

Amouts thd can b€ us€d only for rfre specific purposes impos€d rhrough fornal
actio" (ordin rce or rEsolution) by cons.nt of bolh the Mayor and the Municipat
IagislaturE, the highest level of decisioFnaking authority for Itte Municipality.
Those comm;tted amounts c.mot be us€d for any oher purpos€c urtess the highest
lewl ol d*ision-makiog authority for dle MuiciF.lity removes or chanees the
speciffed us. by t kiog the s.ame t 

"e 
ofaciion (ordinanr€ or rEsoturion) it einptoycd

to commil thGe .moub. Fomal action to commits firnd balancc to a sp€rific
purpos€ should occur prior to the end of rhe fis.at y€a!, but the anount, if any,
vihich wi[ be subject to dte consEaint, may be deternined h th€ subsequ€nt p€riod.
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Assigned:

Unassisned:

Amourts intended !o be us€d by d,e Muicipality for specific puposes but do not
m€€l tfie fiiteria b bc claisifi€d as rGtricr.d or oonmined. Irtenr c{n b€ erQrcss€d
by_ the Mayor or rhe Fina.cc Di.ecto., the of6ciat to lhich rhc Mayor has atso
delegat€d $e authority to assign amount} With rh€ exception olth€;enent fund,
thi! is th€ r€sidual ftl|(l balance of$e ctasificarion orafgovementat filnds with
positive tund balances. Actiotr irlen !o assign tund batance may be made after yerr_

Is the residual classific.tion fo. the geneBl tund and inctudes aI sp€ndabte arnounrs
not resticted, connitted or assiened. The generat filnd is tlre onti ftnd that reports
a positive unassigned fuod b6lal}ce amoult. For alt o1hff govehmental fund; the
unassigned clasrification is used only to rEpon a deficit batance resuhing for the
oveNp€nding for specific purpos€s for which amounrs had been resrrided,
committed o. assigned.

The Municipality applies rcstsicad rEsourE.s 6rsr $,h€n exp€ndituEs ar! incun€d &rr purposG for whrch
either rEst icten or uoEstrictcd (comnittd, aasigtr€d and umssigned) amou s arE araii'utt". Sir rdy,
within unrestrictld futrd balarce, commit&d arnounts aft .educ.d fitst folto\rEd by ,ssigned Bnd tlen
unassigned_ amouats $ihen expendiifts arE incorred 6r purposes for which arnouno in any oftte
unrestricled fund balarcr classifications coutd be used.

In the govemm€nt-wide sr4emmts net ass€ts ar€ s.greglted into dlr!€ carcgories:

Invested in Consisr of.lpitat as*t balances DGr of accumulat d dcprEoiation snd outstanding
capitalassels, balsnc€s of ary bonds, notes and olfier bonowings thar arE etributabto to rtle
net of rclat€d acquisitiorl Gonsauctiotr, or impmv€men of $ose ;scts. Ihis cat gory should notdebt inctude c{sh that is restrictcd to crpitat sss€t acquisition - **tiot.io 1ro"p.nr

bond proccds) and any urEmortiud debt issuc co6ts.

Restricted nct Repr.scnt nct assets (rcs(ricH ass€ts mt of retded debt) drat aE subject toasse8: rEst icrions beyond lhE Municipdity's mnrrDl. fie inctidc .Gsictions rhar arE
ext mslly impo6.d (by credilors, graraors, cont iburors, or lsu,s and r€gulario$ of
otter govertrmmE) or rEsEicnbns impos€d by the law dmuah co;stitutioBl
pmvisions or enabtiag tcgislation.

urr€stricted n6t Rep.esetrt rd assets that do nor rneet rhe definition of nct as$as invcst€d in capirrlasseb: aisets, tr€t of r€lated debt or restdcted. u EsEictad asgets arc oflen designat€d to
indicate rllar mansgement do€s not cordder theh to be svsitable fo; geneal
opcrdiois, These types ofconiiaifts are internsl alld mrtrageme ctm nemove or
rnodit lhem.

13. Inarfund,rsnsadiot s

The Mmicipality r€ports certain eansactions as tusftrs, which arc legrly rEquired rrrnsfers thar eE
repoftd whcn incurEd as -Transfers-in" by the !.cipient fund rnd as "Transfersruf by the disbuEiDg
fi.&d-
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14. Nskf.rrancing

The Pu€rto Rico Trersu.y D€partnent (PRDT) acts rs an a$n! obtaini4 and dctermining the mvenge
for the munioipqliti€s ofPueio Rico. The coverage for dle Municipaliry oflsabela consists ofprofessional,
public respoosibility, prope.ty and &eft, auio and fidelity boDd c.velage. trsurance polici€s costs aE
allocat d by PRDT arnong all th. municip.lires ofPuerto Rico. Paymcnt ofdrc Municipality,s inswcc
pr€miums is montfily deducted fiom advanccs ofproperty tax and a'nou[ts ofmuniciprt equdiution tund
sed to lh€ Municipdiry by the Municipal Revenue Collectior Cener (CR[],t]. Workets compeffstio[
insurance is atso dducted fiom the montily advEnces by drc CRIM. Seltled cas€s have not exce€ded
insuranc€ cove.age for any of fie past thrt€ yeals.

ts- Ute of $tinda

fie pr€paration of the basic ffnancial strrements in accordance with accounting priaciples gencrslly
ac€pted in the United States of Americs r€quirEs danagement to make drimatss and assurnpdoE that
afect the rcpo.cd amouts ofrssets a.d liabilities and di$losuft ofcontingot assers .nd liabititics ar rie
date of tle besic fmarcial staret cna! atrd rh€ .eported anounts of revenues and oqendiq.res during rhe
.eporiing Fiod. Actus.l rEsulb c.uld differ from lhose estimates.

16. Fadrrc adoption of acMrnting pronoanenAnE

The GASB has issu€d th€ followiry starements, whicfi the Municipality hs nor yet adopted:

60 Acaouoting and Financiat Reporriog 6r Service
Conc€ssion Arrangcments

6l Th€ Fioarcial Repo.tbgEntity: Omnibus----6ll arnerdment
ofGASB Su&f,eors No, 14 and No. 34

62 Codific€tion of Accoonting and Finarcial Reponing
Guidaft€ Cotrtai.d i' P.e-Novembd 30, 1989 FASB
fid AICPA Proiomcemeots

63 Fin ncial Reporting of Def€ff€d Oltflows of ResourEes,
Def.ned ldows ofR€sorfc€s, and Ner Position

65 Items Pr€viously Reponed as Asset! and Liabilities

66 Technical ConEctions-2ot2-an amardment of GASB
Statemenb No. l0 and No. 62

57 Fimrcial Repodng for Perciod Plds-s. smcodment of
GASB Stat€mert No. 25

6E Accou.ling and Finarcial R.poning fo. Pensions-€n
am€odmcnt ofGASB Statem€nt No. 27

To be .dop&-d ir
fBctl y.{r ![d.4

Junc30,2013

June30,2013

June 30,2013

June 30,2013

.I!e30,2014

Jme 30,2014

June 30,2014

June 30,2015
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COMMONWEALTH OF PUERTO RICO
MUNICIPAIITY OF ISASELA

NOTES TO TTNAJ{CIAL STATEMENTS

June 3O 2012

TIl€ impaa of th€s€ stalemmts in lhc Municipstity,s
der€rmincd.

NOTE B. DEPOSITS AND INVESTMENT

l- Depsla

basic financial srat€ments has rrct yer b.cn

Cusrodial credi, tisk is the risk that in rhe ev€nt of a bank faiturc, thc so@mcnt,s d.posils ftay .or bc
retumen to h. Th€ Muicipality maintaiDs cash dQosits in comtnercial aod sovemmenrat la"ts Iocsted in
Puerto Rico. Under Commonwealth ofpuerto fuco stattres, public fimds deposited in comm€rcial bants
must b€ ftlb cothtersliz.d ftr th amomt deposirld h exc€ss of fedefrl derGito.y insu.afte. All
securities pledged as collat€t?l by dte Municipatity ,E hcld by rhe S€crEtary ofTrEasurv ofprmo ni- io
fi e Municipality's name.

At year-en4 the Municipaliry's bsnk balancc ofdeposirs in commeiciat bank arnolmtine ro $30J70r97
wEs co]erEd by federBl deposilory imurarc€ or by..llaleral held by the Secreury ofTreaelr, ofpuenoRi6 in thc Muicipality,s I'sc. Ixposits in govemm.dat lantcs 1a or wlicr, are udnsureo and
uncollder.rized), ee expos€d ro c&rtodisl crEdit risk. Ar y.ar-€nd the Municipaiity,s bank bataoce in
govehmenlal brnks amornts ro I t 0,6993 14-

The investment held *ith fis.al agent cotrsists of a non-participaring investment mnt act (noo_rared
guarantcld investrncnt cort -ac! -ctc). ftis rEpr€s€nts the i!,vestncnr ;f6. udisburs.d poceeds ollhe
$3,010,000 sp€cial obligaiion bodd und6 cusrody ofcDB, th€ Mmiciprlity's fiscnt ag6r,q ;u.suanr to thc
bond punhsse sgoemenr The GIC hevc an outstandirg belanc€ of fi92,8i6 &s off;c jO, ZOrZ ea-ing
inrer€st st a variable rare (LIBOR mims .I930/6, .272% ls ofJune 10,2012), havc atr origjnsl marurity of
s0 days dd is due on Jul) 2. 20 I 2. T1€ CIC outst nding batance is valued ar co*

NOTE C - RECEIVASLH - OTIIER

Accounts rEccivable - Orhers as ofJune 30, 2012 fo ows:

$ 103,9r)6
22215
9,768
2,632

s ljt-s2r

certain amounts receivabrc are recorded a! deGned revenue in the governmenral funds s&{ements since they
ar€ nol availabls as rEquir€d by curent slandards. S€€ relared note H.

CIMA - rfiird-psrty pryo6

InterEst
Miscelaneous
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COMMONWEALTH OT PUERTO RICO
MUNICTPALTTY OF ISA"BELA

NOIES TO FINANCIAL STATEMENTS

JUBG 30,2012

NOTE D _ DUE TROM (IO) GOVENNMEIYTAL ENIITIIS

l. A110$rr,6 daelton eoMnna..at ent ie, a, of hn 30,2012!onoes:

M.ior tutrd - C.ftr.I turd:
P.R El€6ic PoE Adnoriry (pREpA)
Muicipal Re6ue Co[e6im Coler (CRnO _

P.R DepefiEnt of Treaefy - Clnisnas bons

P.R. DepaftDent of EdlEtid
P.& Dr?6lm€Dr ofH..lth
OtheB

M.i,r ftrnd - CDBG tundr
U.S. DeponDot of Ho6inA ard Urtan

DeveloprEnr - CDBG
Mrior filId - H.rd Srrd turdl

U.S. D.p€nnent ofHealth and Humar S€rvic€s _

Mrio. tutrd - D.bt *dt r ftr.d:
Mlnicipol Rcrcnuc Coledi}ll C€flrE (CRtr\d) _

M.igr :turd - ConLo!*all} r-b&l!E
xBotErioB [u.d:

ColluDr*ealrh L€gistarive ResolurioN
Oth.. @.nm.,t l ftn.k:
P,R lrlidruduE Fimcins Aurhorirv ORIFAT _

"PINr Funs
Solid Wasle Auiloriry-t_ardfi [ impmvem$ts
P.R Dep€rtmenr ot L$or - tle No. 52
P.R Delorrrnenr of Fmity - pEs
RuDl Developnerr Corporarion
P.R Deponme of Fmily Chj jd &rE
P.R Tmtrc Safery CoDDission
PX. D€pdtucar of T6Donadon
P. R Otre of Youd AEi6
P.R En€rS/ Afairs Adminis!"tion

s-E97,%5

37t,973

156,979
297.m
76,Q4
22304

154465

27529

8r535
l3t,7u
17951/D
80,r30

- 
to5,w

6. )t
r06985

127(W'

_!_-____3EE5J,-

131,302

976965

516.838
26485

- 
9,800

10254
39_691

s l.?1133?

See note H Io. detail ofarnounE due EDn govemmenrat eftities rcco.ded as defered rev.nue-
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OOMMON'WEALTII Or PUER,TO RICO
MI]I{ICIP&ITY OF ISABELA

NOTES TO FINANCIAL STATEMENTS

Jur. 3l). 2ol2

NOTE D _ DUE FROM GO) GOVERNMENTAL EN TTES - CONTiOMd

2. Anouna &Eb gorernmatat erdds 6 oflurre j0,2Lt2lolo s:

t 75J06
23,091

s t{t6.6s6

NOTE E - INTERFUNI' TRANSACTIONS

l. Due ilrrn/ro othsfurrdt:

Amounts due from/io odler funds mmr ldvarEes io orh.. fu s for IEymlt strd !,ayotl€xpctrdituns, as follows:

R.cciv.blc frod _ P.rsbh Pld

CDBG
Head slsrl
ComDo$€aflt r4istdive

ott rgovcmE .l fttr&:
Child Ce
TANF
TEfrc Safety Cosniisior
P&IFA - ?INr FEd
School Mahtcflane (OrrE)
RuralDeElopaE Co.porErbn
Solid w8l. audb.itu
P.R Dets. of Tia,rrplrt rion
P.R. Dept of Family-prcs
P.R Dep.. of kboi-I$No. J2
$1.545.000 t s! Furd
P-R Offioe of Youth AtrEi6
Publi. Strity AfEi6

C.*ral Fl'd
Otl.r govcm....t frldr:

PRIFA -'PINr Fud
Rural Dev.lop,mt CoTordion

EmplolB Reli@t Syst m of ttE C-vdluat ofib.
Com$orw€atb ofP.R (qlrt€d d.br)

P.R AqDeduct and S.$€r Authorit (pRAsA)
P-R Depdtn€nr oft bor- uenDloyrEttt

31,ffi
626313

31,972

546,443
t75,712
23t.4tt
311,4
i52,301
131,240
r7o\t77
297,243
12270o

583,000
120.324
83,303

415,612

s ,rj88.r49

L.gblt.iv. R6olurid3:

Oth.. gwcmn tr..l fiild!:
wlA

r,545

23,576
I5158

s 4)l?e
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COMMONWf,ALTH OF PUERTO RICO
MUNICIPAIITY OF ISABELA

NOTES TO NNANCIAL STATf,MENTS

Jutr 3lL 2012

NOTE E - INTf, RtrLND TRANSACTIONS - Cortirocd

2. Adro'6 to(fran) otte.hnd':

Advarces to (notn) oth.. firrlds in thE ,mmt_of tlj0?,497 rwrtsel|l lotrg t rE adveces by tteConmo-nwEalr[ t gistawe Resotutiom Fund to S€ C,e"".l r*a il p."i.*f*. i J"".-.&ruior"r
expcnditures.

3. TnntleB ir, (oN):

Trarsfersarrongiadividual funds ws€,udefo,ope rioml purposcs. Tlansf€is include ( I ) irter€st €amedoo reslricLd cash wift 6scal .g€trt itr dE debt servic. firna irna 
"p-"t"e -d -pJirir.,..*, r**rn orDcr gov€rnmedal tunds *hich arc Eusibn€d to the gen r.l nnJ 121 ;oriresr in Commonwcltiht gisldurE R6olurions illlds which is EsDsfcrrcd rc rhe gencol n oa ana. t:l p.l*ipoi ,ra' ,ner"srpaymentsof loflg-@mr debt Eansfcn€d Eom rhe gcn€rd tu Jto *. aeU s"rvice d,,iJ'- -

NOTE T- F'T,,ND BAI,ANCE

1- Fund bslnnce d,Aaflificdio,/t

The govemrnentd fund bdaNe crassiffcatiom ard anomts d Jlme 30, 2012 &r stlocm in the fo owinginble:

D.'*Fd
ri.d.G..rPmi IA.rd-

.'io5

'

43



COMMONWEALTII OT PUERTO RTCO
MUNICIPALITY OF ISABELA

NOTES TO FINANCXAL STATEMENTS

Jutrc 30.2012

NOTE F- FIJND BALANCE - Coatim.d

cnrun,c.Etdir
c-d !!Yd.Fd u-d&rd ur.d,. c,aidr..d |Id cd tra. Sr,ia rak{s Fddr T..,

d.td.F6 ,12
cei.r odLyl t.u.w

4Ilrl
,3t2.&

ndtr&r,

tEdi r].fra
|,dl'e

Clidord.yr 52x,91

!r-H
-:3trap. .l. l!g. r___e!s :9I4" -tj1!!1

2- Fand babne d4icits

Certain sp€cial firnds in€ludd in tlle ftnd sta&menrs disctosed tu d batance deficits as foflows:

U&iorFu&:
rl[out

t 551,186
189J04
13t.70?
8q1E0
E1,535

FuIlds

CDBG (EDriddaql &rd l,oel Clldalre. plot,e)
tlead Slsn

Oat.r Ge@!..rd rp(b:
Child C@ - (SEI\.DEC ad Sltlmer CEtut
L€w No. 52 dd 12
Rec)€trA 2m0
P.R Departn€nr ofFanity - -pc-
P.PL trGlslrucrse Fi,leinS Au6oriry - ?IM-
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COMMONWEALTE OF PIiERTO RICO
MUNICIPALITY OF ISAJELA

NOTES TO TINANCIAL STATEMEI\'TS

JIltre30,20I2

NOTf, F- Ft ND BALANCE - Co inu€d

FedeEl Tmrsit G@t - Tmlle,s
OfRc. tur Yodn Aftis
Otrce ofEldily
ARRA - ECCBG (An Conditb.Er)
Aldleimc Movil CarDt
T@sit Sgrtrity Comnissiotr
Secodary StEets Mai erre

FuId brlrm. -

uosni

6.097
9,800

r06,9E5
2\534
10254
41,471
u.654

16,986
s l-]61615

The deficits r€s'rl6 EoD the ac.ruat ofexpendiurEs without.rcming irt€rgovcE nmcat rcveiu€s for
r€rmbursdrcnt oI epct|ditures. As rcquircd by cu.rent st ndsrds, lhe Municipatity rEcorded
intEagovemnental rEvdtues for th6c r!imbu:.m!d (opeDditurE{rivcn) grants on 

-ffrna 
staemcnts

wfier all applidblc eligibility ..quir€Indfs h'v€ beer n and ec .€sourEes-rrc avlitabte.

NOITG-CAPTTALASSE'IS

l. Copiial o$eA ond dqre.ranod acdntf:

J.h l,rlll Ix|t.E IrE|q3

C+ibl as.rsj rlr bdrg d@Eii.d:

CGtrucrio. in pr.eB

To{.1 ..pihl s.n mt bciry

C+,r.| 6s6, b.ing d.r6nr.4

l-eselFld inlltl)Eqts

V.hichi,u.tiEy.nd equip.Efi

To.d capibl 3.i. b.i4g d€D@isr.d

t 4560,148
9,lra,8,r5

13,13\99a

E5aJr7

22438)24
56?,rE7

17,3E4,0t9
9t4.131

5r,090y'78

I 7gl,EEl
sln9(n

627L7At

?05r70

2J49.,Or

5,W25t

t-
r:t47)9t

l,?{b9t

rm210
139.6t9

159J89

J.i.!4,n)l2

$ 5.355,029
t2J09J54

r&264J33

8S4Jl7

23,t44,194
567,ta7

20,063,r50
I t.l4?.a@

55,n68$
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June30,2012

NOTE C-CAPIT L ASSETS - Cordm.d

&LE
rrt r zau IEus D..Ft6fn dd.!]Bmo ft.

COMMOMVEALIH OF PUERTO RJCO
MUNICIPALITY OT ISABELA

NOTES To FINANCIAL STATEMENTS

9 t5.s7

Vdid.s n d Gy an .quitc 5.1.].]_04-4 9trtn7

- 2,u03

- 5t23228
- 29105E

13211 zE16J4s1n999 5.91L167

245,629
256tJ36

1st2a3
16429

3532J6

To&t l,ffiurded d.?lEi.dio t2:626.j4o 2p8,.2'7 114246 t4,534,601

Tdl ..eibl e.is 6(i'Bderii.4
t6 !&,t63.E88 196a,00t 185,643 4t21224e

CfloEoLI lcjviriBeoirot

-L_944!q ! __1!IO2q 1____l !ti-!91 t i:gi:l
Dcpr€ciarion e)pense *"s charged to ftactionvprograms ofthe Municipatity ss follom:

Governmental sctiviti€s:

Ceneaal govemment
Public rm*s and sanihrion
Public safety
Cultll|E and reerEdion
Herlth
Wdftrc and comlhudry devclopment
Educatiotr

s 289,917
7)6,1t9
107,618
689J63

45,A24
106,575
ll6,82r

Tod deprci.rion c)e€me, govemment t a.rivili.s $ 2.0a2js7

2. Pmwrty i.1:

The Municipality_ ert€rEd into a finarcing agreeme with fie US D€plrhenr of Housinq and U.ban
D€velopmcor (HUD) thmugh a conrlcl for Lo.n cuarur€€ a*ri"ri"* *a". Seclion'tOi or rhe
Eousrng and mmmufty Acr of 1974, as amendd. The agr€lmcnt, for a maximum commirrent of
$4.850.000 witt finance l[e consEucrion ofa yourh Spod;and Education Certer. ii.-*r,"_*r,r
firnds is soaranr€€d ttmush appropriarion of tunds 6m rhe Comnunity Devetopi*iiiilr c*"t
Pro.grarn 

.(Enritlement). As part ofdrc contnrt a$ceih€[t tarcen iUD _d*i fr4*iipuf;ty,
additiolal $ar.ntees ar€ rEquir€d. The Municipatit should agrt. to dcd; ;rfr;JG uuo, .
pro_perty lid, satisfa.rory to HUD in fom ad subsEncr ofrfUO.s ownership inerest in A," o-p."y
ro_ t€-corsrruded {inctuding trnd), speiryins an a*imale of rair ma*ei';ri iir"i-r!, tr,_
s6,062,500.
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COMMONWEALTI OT PI]ENTO RICO
MIINICIPALITY OF ISABELA

NOTf,S TO FINANCIAL STATEMENTS

JuaG 30,2012

NOTE G - CAPITAL ASSE IS - Conlitro.d

On June 29, 2009 fie Municipaliry sign€d a deed of a votutary firsr monrFi€ in the amounl of
$6.062,500 in favorofHUDofatIotits e$ate. right tilte alld inter;r in and ro dc-Mongaged pmp€ry.
which includes th€ ps.cet of hnd on which the pmj€q is locat d ad the pmperty ro-b;co,sttucted.
D^rring d|e 20-y€ar Seclio, 103 note repayment term, it l,ilt not be pernired oi sutterea te usc of any
ofrhe property for any purpos€ other ihar th€ u3e for which th€ sarne uas idendcd at the time the
Mongage b€ execud. Upon dcfrulr under rhe Contract fo. t ar cuarart e Assisratrc€ under Sectiotl
108, HUD- at its options! may d€.lare lhc whote indcbtedness securEd to be due and !,ayabt€, in which
event HUD shall have thc right immcdistely to forEclose fie Mongage.

NOTE H - DEEERREI' REVf,NUES - GOVf,RNMENTAL FI]NDS

Defercd revcnues - Inte.governmenEl Common*t3lth cov€mm€nr reprcsent revenues not avaitalrle as
rEquired by cun.nt strndads aod for Fed€ml c,nts rep.Esenl rcsources r€ceived before alrourBbre
exD€nditures arE incunEd o. resources not available as requir€d by cune standads. A detail of these
balances follows:

Mrio. tutrd - cen.rrr turdl
P.R Elecrric Porer Aulhqiry

("RrPA)
MunicirBl Reveru€ Colledion

C€nte. (CRIM) - pmperry ra6

P.R. Deparrnent of Treasury -
Christnrs bon6 cimhfieDert

P.R. D€p6ft rEni of Educarion
P.R Deparhent ofHe3lttr

CIMA - hird-p6.ty payoB
Mrior fund - CDBG ftrd:

U.S. D€paffEnt of HNing sd
Urb6n Dfl€lopnent - CDBG

M.ior ftnd -[.rd Strn turd:
U-S. Depmtn€ of HeaIft ad

Hll,M S*i6 - Hed SErr
Mrior fu.d - Dcba Scdic. fund:
Mudcipal Revenue Colleqio,

C€nter (CRIII{) - property ta$
M.loI fuid - Comlrssat lr

L@llhtrE Rdoldtionr fr .d:

GoY.mr.

s 89,965

371.973

156979
2r1000
219r0
19,94

r269E6

27529

cntro

3-

l0t6l0

2 r0.903

Ott.r

46,055

lrgislierive
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COMUON'WEALTH OF PUENTO RICO
MIJNICIPAIITY OF ISASELA

NOTES TO FINA"I{CIAL STATEMENIS

Jlr[.3{,20t2

NOTE H - DEFERRED REVENUES - GOyERNMENIAL FUNDS - Continr.d

CoEEorrEltt rcdcr.t
C,ov.nr. Cnr! O.IcrOti.. @.fni.aid tundr:

P.R lrf'as1lucfE Fiming
Autnrity (PRIFA) - ?INP

Solid Wane Aurhoriry-tindfitl

P.R DepsrEErt of labor - t"aw
No.52

P.L D€lartm€rlt ofFeily - PrEs
Ruml Dwelopm€ot CorpoErim
P.R Otrce ofYord AffaiB
P.R. Departnent ofFattrily - Chitd

P.R ll?ffic Salety Connission
Orhe.s

81535

131,707

't7954r'0

80,1m
tos,D1
r06,985

552, r94
26,485

t73.&2 59-747
s 2596J62 I 9S,Le]e

NOTEI_LONG.IERMDEBT

t. Sudtnrry ofloag- tu rr t.b. acdviE

The following sl,Illnarizes activity in long-t rm debt fo, the fscat y€rr €ndcd Jmc 30, 2012:

s a6.055

B.lre r.
Jrty t,20t I trlc

ObligalioG Bo{ds
edNot.ss9Jl8,02ttu0o,000

BrLEra lti.rdldrD..!i.i.r Je30,20t2 oi.ya.

I 421,000 , t6-397,@4 t 593,000

3331 1

Nor! poFblc to CRM-
LIMS

No.e rqablc ro CR|M

33,8r r

60,4At

t1

4Jr4000

4,799,47X I,601,662

2,676E18 334l9s

396.E69 33197s

- 2.E60 s1,t$ 2,880

,.6t1

269,000

250J19

396369

4,043,@

6,401-135

\9&.694

3319?5

269,W

346973

337915
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COMMONWEALI? OF PI,IERTo RJCO
MUNICIPALITY OT ISASELA

NOTES TO FINAJ]CIAL STATf,MENTS

Jui.30,2012

NOTE I - I,NG-TERM DEBI - Cooritru.d

Jrdy I,z)rI

.r0,m0

E8J64

613,833

40,000

- E7,310

r,06E,678 fu5$

B.hc.a Darittitr
Jo* L. roU

P.rzblc ro CRIM-

1.09

w,965 541,740

s 22,342,D7 t 10r41?rd I 2J0&552 I f,1.096.455 S 2.000.66'

2. Gene?al a d tpecid obligorion honds oatt notd5

Tle Munic ipalrty s ourstanding generdl and speciat obligation bonds and notes at Jurle 30, 20I 2 amounr to
$ I6.197,024. All these bonds arc serviced by the covemment l Developmerr Bark fo.p;sto Rico (GDB)
maturinS at rarious dat€s. As rEqui.ed by law, the Common*etth covcmmeit is obligded to €ollcct
property &xes lbr payment of principsl aDd inr.rest on boffts and ftores. ln addition, :2oZ of lhe .5old
municipal siles ard os€ tax cou4rcd by dle p.R. Deparh€nt of Treasrry is depositcd in a -Mu.iciprt
Redemption Frnd" to finance loaru ro Municipatiti.s subj€cr io r.srictions impos.d by ta*_ Debt scrice
funds has bfrn est blished for th€ bonds and notes u CDB with lh€ proceeds ofrircssproperry and s€les
and use kxes. wher€by sufEcient tunds nun b€ s€t aside in ordeiio cover rhe pmieded d;br seNice
requirement, b€fore any new bonds are issued.

Ourstrrding
Amourt

19 general obligdiotr bonds of 3525,000 due in amual
installm€r s Enging iom $13,000 io $36,000lhroueh Jarusry l,
2021 ; bearing interEst at 4.5C,

1999 gen€ral obligrion bonds of 1410,000 doe in annual
instaumeots mrging fiom $l i,000 to S29,m0 rh'ou8h January l,
2024; b€..ing inter€st ar 4.5()96

2001 general oblig.tioD bonds of 33,455,000 due in annuat
insallm€ ts Enging from $45,000 lo g290,00O ttrough Juty I,
2026; bering interEsi iarcs Inlltdnef.ofi r.28% to 7.5Wo e SfA
.t June 30,2012)

2006 geneEl obliSation bonds of $255,000 du€ h anoual
inslallments a,ging foE 15,000 ro t5,000 droush J|lty I,
2029f b€aring interesr ares t$grn9ftun 4.t7oA ta 5.3tyo (4.j3o/o
ar Junc 30,2012)

270,000

272.024

2,735.OO0
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COMMONWE IT{ OF PI,ERTo nICO
MUNTCIPALITY OF ISABELA

NOTES TO FINI.I{CIAL STATEMENTS

Jutr.30,2012

NOTE I- I,NC-IInM DEBI - Cotrtirned

A detail ofdre gEn€ral .nd sp.cisl obti$tion bo'ds ard norcs !s ofJuc 30, 2012 follovs:

2006 gencral oblieuion boods of S600,000 due in snnusl
ins.allmerts ranging 6om $25,000 to t60,000 ihrowh July l,
2021; bearing intErest rd€s t tgj'l€honl, 1.54o/ota 7 two (,t.OVk
atJullc30,2012)

2006 general obligatior bonds of 63,010,000 due in anmal
installments raryhg fiom $40,000 to 3260,000 rhlough July I,
203 I i beadng iotcr€st r,.s tandiry from -55o/6 to 6.?5% (6.75o/o
d ltnc 30,2012)

2008 g€nff l obligsrion note of $1,35,000 due tu annud
inst llments l! giog frDm S150,000 b 940,000 through Juty I,
2015; bearitr8 increst rd€s Enging from l_sj% to 7J0% (7.5f,6
at Junc 30, 20 I2)

2010 8tneEl obligarion Dore of gt.150,000 du€ in amuat
insrallmente mrging from $15,000 ro fl 15,000 rltmugh July 1,
2035i b€aring interest rdes r?lltgrne tuon; 6.W/. to 7 SMo (7 .itr/o
at ,une 30, 2012)

2011 general obliSatioo bonds of 92,330,000 duc in aaaual
installm€nts la ging from $65,000 to S230,000 thmugh July I,
2028; b€ditrg intercstrsrcs t tg)ryfrom 6.0{9o b 7.5v/o (7.5{yo
at June 30,2012)

20ll gcncral obligation bonds of $3,625,000 due in ,nnus,
installmenrs argirg trom t55,000 to $310,0@ tttrough Juty l,
2036; besdrg int rEst mtes tu1gJ,Il9from6.Woro7 SWo(1.5VA
atJune.l0,20l2)

201I gcneml obligation bonds of StJ45,000 due in amua.t
installments nDging from $20,000 to Stj0,000 thrcugh Juty I,
2036; bcrriog int€rEsr t.t€s tsdigttl9fioo| 6.0v/oto 7.5(M (7 .5o%
at Jme 30,2012) 1,545,000

Olltsirding

465,000

2,760,OO0

840,000

1,335,000

2,330,000

3,625,000
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COMMONWf,ALTII OT PUERTO RICO
MI]NICIPAJ-ITY OT ISABEI,A

NOTES TO FIIYAIICIAL STATEMENTS

Jrtr. j0, 2012

NOTE I - II)NC-TERM DEBf-Cortir.ed

T[e atrnual rcquiEment io amoftiz. gerorrt and spccirl obtigsioD bonds ad not s ar of
Jun€ 30- 20 I 2 f.lLw.

Jutr€3o, plirciprl lrt rcst

2013$593,000s1,031,493
2014 654,000 987,1622015 701,000 942,@22016 758,000 890,2622017 556,000 854,€52Ola_2O22 3,3t9,000 3,6362252023_2027 4,t6.024 2.34aJ562028:2032 3,285,000 l,t4tJ1520ll_2036 2295,000 134,838roiats s te5ffir4 s rrl6?f7s

3. o,her long4errn tebilttlg

Not Fy-rbb to CRIM (Fimmitrg of ddirqucrt rccounEF On
April 2, 2qD, fi. Municip,Iiry enrrEd into g financing 6gr€cmcni
with lhe CRIM in th€ amount of S,t7 t,04 t, ro fflt&ce d;inquent
prop€rry tax accounts sold to privae inv€stor\ under lhe
provisio[ of Liw No. t46 ofoclober I I,200t. The agrEem€nr is
inibe form of a nor-rerotving tinc of credit b€arintiinterest of
6.5% for thc fiIsr 5 yc.6 and vsiable for the next twcnty_five
y€als at I25 points ove. t ndon Interbank OtrerEd Rate (LIBOR)
and is due on December I , 2032. As rl,ascribed in Lar' No. la6_
inlcrest payments for the fiI51 five yeals wcrc fioamed throu8h
-48% of the net hcrEas€ of subsidy provi.led by ire
Commonweatfi of tuerlo Rjco's gercrat frmd. AIso. dui;g dI€
bd nve yea6 ey cotte€iion fiom rhosc detinquent lccount was
crcdired to the loar principat. Alier thc fifth year pcriod lhe lo€n
ordsh.ding bolarc€ was rEstructwrd for a tuerty_five years
period. The amount h repaid witl unresEicred flru& tu;ugh
withholdings tom the advances ofpmpctty rax and amourr or
municipat equaliation furd s€nt ro tho Municipatity by the
Municipal Revenu€ Coleclion C€nier (CRIM). D6t sirvice
requiremeo$ in future years ar! es follows:

Outstrnding

5l

$ 57,608



COMMONWEALIT OF PUERM RICO
MUNICIPAIITY OF ISABELA

NOTES TO rINANCIAL STATEMENTS

Jurc 30,2012

NOTE I - II)NC-Tf,RM DEBT-Corria&d

Jum 3lI
2013
2014
2015
2016
2017

2018:242
2023:2027
2028-m32

Totrls

f 3,7A
3,584
3104
3224
3,046

t2,542
8,062
3,582

$ 4r.206

Not€ psy.ble S..tior 108 t .o Gurntrte. - fie Municip.lity
entered inio a ffnancing agr€ement with the US Departm.nr ;f
Housirs and U,tan D€velopnedt (HUD) thrcugh a coorract for
Loan cuaiatrtee Assist nce under Section 108 ofth€ Housidg ard
Communi, Act ol 1974, as amended. The agr€.m€nt, for a
maximum commitme of 14,850,000 wil finance tte
coostruction ofa Youth Sporas and Educ€rion Cenrer. On Octob€rl, 2007 and AugB! 20, 2009 the Municipality rEc€ived
$1,200,000 and $3,550,000 rEsp€ciively on advance tunds undcr
a $4,850,000 varisbkr'fixed mte note daEd June 29. 2009. Thc
VRF Nole wEs designcd to corven !o a fixed rate not€ on irs
CooveEion Date, Oo July 21, 20lO the vrriabkr'fixed rate note
was convertd lo a ${.J12,000 4.2t% notE. payabte in annuat
installmenis rarging from t269,000 ro 9270.000 and du€ on
Augu( l, 2026. The fece lrnount ofrhe nore was based on rh€
outsanding holancc of ih€ cumuktive .mount of advances the
Municipality r€ceiv.d on or b€fore the conveBion date. Total
paFent of$5,593,31I (including intercsr of$1,28 t,31l) wil be
financ€d lhmugh appropriation of fuods &om the Community
Dev€lopmei( Block cranty Entirte6e Crrnts p.ogam. Inte.e;
paynents on fiscal yeai 20t0-2011 amou.ts ro $72jj0. D€bt
service rEquirEmerts io tuturE years arE as folto*s:

Jutrc J0, Princimt

Pritrciprl

$ 2,880
2,880
2,880
z,ato
2,880

14,442
14,442
14,4n4

_!____11601

$ 269,000
269.000
269,000
269,NO
269,000

1,348,000
lJ50,mo

$ 4.043.0m
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Outstrnding
Amourt

$ 4,043,000

2013
2014
2015
2016
20t7

2018-2022
2023-2027

Totals



C:OMMONWEALTII OT PIJEITO RICO
MI'NICIPALITY OT ISAIELA

NOTTS To flNAIICIAL STAITMDNTS

Jur.30,2012

NOTE I -IONG-TERM ITEBI - Cortiro.d

I-rrdfl obllgrtior - .eprcsents the ourstarding belance of the
csrimared liability for tandfill ctosurc and post-closure carc (o$s

CompeNrted .t!6e c.s - includes accrued vacdiotrs. sick teave
b.nefits ard oth€r benefits with simitar characreristics such as
compensltory rinei reprEs€nls $e Municipaliiy.s commi0nenr 0o
tund such cosls liom tuturE opcr.rioos. Amounr is repaid wirh
unEstricted funds.

Chriltmr! Bollus - rcprE.nts dtc acchred ponion ..nespoDdirg ro
fisal yea.20 -2012 of rftc Chrisrmas tonus ro bt paid in
D€cember 20 | 2

Pry.bl. to CRIM - rEpr€sefts tho balamo owEd ro CRIM d June
30, 2012 fq excess of advances of prope(y i'x and orhcr
sublidies over pretimitrary amounl ofprop€rry tax coll€{tiotrs for
the fisc"l yeaI edd 201t. fte a,nount wi b€ rcpaid wirh
unresrricted fur|ds throogh withholdings Eom the advances of
propeny hx and amounrs of municipal equalizarion fund sert to
rhe Muicipaliry by rhe Municipdt ReL,enu€ Colt€ciion Cenler
(CRIIto.

Pryrblc to PLEPA - As .equired by Act No. 83 ofMay Z, l94l lhe
Puerm Rico Elccrric power Authoriiy (-pREp;,, should
annually pay io rhe Municipalities of puerto Rico a contribdion
in li€u ofr.x t.cELt-,) based on clrtah requiremenls as specrtied
by lhe memioned Acl. The anounrofCELt obtigdion is us€d by
&e Municipalities o finance the annual etectric utitity expcnse
payment to PR€PA. For fiscat ye.r 20t I rhe Municipatiry,s
dmual enerB/ chary€s .mounted to $2,002A16 b,n rhe CELI
obligation smomred b 5933,797. The c\cess amount of
$1,06E,679 ilas rEco.ded as a payabte snd a rEceivabte for rhe
same amourt and wil be anrortizcd ov€r a th€e-yoa, period. As
ofJune 30, 20t 2 dI€ outstatrding anounr of S897,!X5 includ€s a
balarce of$185.5t4 from fiscat ye3r 20t0 and is rEcognized by
tle Municipaliry as a r€.eivabte ard a tiabitiry !o pREpA. Debi
serv,ce requircmenrs in tltue y€ars are as foltows:

Outdrndirg
Amount

i 6,40r,135

s 2,9@,694

$ 337,975

s r,054
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COMMONWEAITH OF PUERTO RICO
MIIMCTPAIITY OF ISABELA

NOTES IO TINANCIAL SIATEMENTS

Jurc 30,2012

NOTE I- rrNG-TfIM DEBT - Cotrrinu.d

Jur.3O prin.ipd

2013
2014
Tolals

s 541,470
356.22s

s 897.695

NOTE J - LANDFILL CLOST]RE AND FOSTCIOSURE CARE COSTS OBLIGATIONS

For tnos€ mDhipaliti€s rbar own and op€rare a sotid wast landfilt, the Commonw€atth and Federat lawsano rEgurarrons requiE !o ptace a finat co}!r on.ils land6[ wh€n il c€€se or discontinue acceptiq wagc or
illT,.,l"rT9l,l1trd.11gry thc Municipalb is r.q,i*a t p*r.* *.ui, iJ****-Jj?,"*.;,e
acEv,res ar tnc kndbtr sit€ tor thin) yer6 afler clos,rE. tn addirion !o rh€ oFEring e)aeMinfes mtared tocur€m acrivirics ofthe tandfil. m expcnse prcvision and mtaled tiabitity are beire;;;t""d b*.d *ruture crosujE ard posr-crosure catE cosrs rbar wiD b. incunEd n€ar or afier d|€ dar. rt. tiaflt no torge,
a.cepts wasre. The I-t nicipaliry has p€rftrmcd a study ofrhe adiviries rh6r nced , U" irof"."r,.a u, *.Munrclparrry s ratrdnrr lo coftpry wilh appricable h-*s ard regularions. 45 a resuk oi $is srudy. rheMunicipaliry has rc..gniz€d an estimared tiabitiry for tutul€ cfos,i" ana post*foiu,e."r" coit . '

lT:*,?:]lT 119]l _*e. 
Municiparity €nter€d inio aconEact with a prirzte coEp.ny (-the company,,)

ror ue con€droo, rransponarioD. disposat ofdornesric solid waste ,rd for rhe indepenkndr operarion ofrhe
:_,Tll1-':il $asG radn for a. pcriod- or 15 yeaE. As srared by *nr-u.t i".." _i *,aitio,,, tr,.( ompany wrI rre rcsponsible for tfie landfi ,s closur. and posr closule carE pmccss bu rhc Municipiliry andthe company will shar€ t[e Iandfir crosulo and po6r*rosue care cosrs. C[srs Jri* 

"i*"a-t "i * t"proponion ofvotum! ofsotid wa,r. dcposi.d by €ach cndiy ovcr ro'l votu.;;;ait a l,,,"e ii r*anrrtre exsrence penod. I otal vot'tm of wasie deposired wlls delcm ined (quami fied) conrrrct date and wi be
revrseo antruatry by ar rndep€ndeni cngine€rin8 @nsu[in8 company.

The engineering consulting comprny €stimared tfiat a iotal expec-ted votume of l,t0ljj6m3 ofsotid wastewill be.deposiied ir the ludfi on Aprit. 20t4 (dal€ or tanjnlr cna or *aste aefJr-**"ilyl .r 
"r,i"r,y//.tlt wa! deposibd a ofJune 6.20j t. Bared on rhis pDponion lh. Muicipality:s share ofrorat esrrmateU

closure and post{fosu'e c5le costs rrzs det€rnined as 8t.try" 
"rgl.ts,uii i ,r,ibt,rirs uioilrr" o,

201 I . This amounr r.pr€sent! the outstaiding bala&e as ofJune 30, 2il I 2.

As pan ofthe agcement in order to fiDanc€ rhc firtuR closurc and posr crosure crrE activities, the company

i:]ylI yyy q o.*it an amoun equrl to $7.22r on a monrirry uasisi,,iie,h" totai"o."'; p.i"d
ror rrs snarc ot t'le ctosur. prolated con. The amomt is rcquirEd !o be deposired in a sepanre bank accour
at thc Municipalitvk and co.prtrv's name. fie carcurad; ofii. to&r v;rum. of*iia i*"-a.p.ri .a * r
be revis€d annurlly in accordance with connEd tems.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTY OF ISISELA

NOTES TO FINANCIAJ STATEMENTS

JrrG 30,2012

NOTEK_PROPERryTAXr,s

The MuDicipal Reveoue Cofledioo Ccnter {CRIM) of6e Commonw€atfi of pu€rto Rico is rEsDoEible for$e essessme6 cofl€ction and disEibution of @r and pcrson", pd,.y;;. Tt ;;;;;# p-p"qh_setf-assess€d by 1t'. taraayer. fie assessment is mate * ; ;;, ;ibh;;;;J#itL** r,Mry 15 of€ach y€€ra t is t*s€d on lhe cu'r"ot velue ar drc da& of dre a;;;;;il;;;; *.*"""
::^q: ,.^Y:ll: yf: Tn€rar 

ass€ss€d on ftnuary I on aI ra,labre prop€rry roca&d *idu [" iir_,"p.r i,yuo rs oaseo on nI€ cunart vatue exjsiils h rhe v.ar I9S7. For peisonat prcpc.rJ, thc t x is due witt tI€ rctum
l,l".a:*91 y:r"]r r*es on reat-pro-peny may bc p"ia i" *o *iurr i*Lrr."i,",l,l, i;_i a",,yr-. r olat rax iates rn tonE as ofJune 30.2012 are 7.03% for Fl:otral prop€rry aDA l.O:.2" ior realproperty.
The distibution ofrhese res foflous:

PeEonal Rarl
PmD.rty Pmmrtv

Basic pmperty tax rate, *tri"t is ap'oprioea to. genemt
p'.Eposes and accounred in the Mmicipality's gener.l

Comnorwcalrh's debr s€rvice
4.W/o

t.03Y.

6.UjY.

1.03%

Percert $d belongs to dre
fund:

Perceal har b€ldgs ro rhe Muicipality's deh s.iic€ tund:

Total tax m&:
Discount gmnted by law to the taxpaye.s but rEimbursed io

,te Municipoliry by lhe p.R. TrEa$ry DeDarhmr
Total pq!€nr to b€ paid by tare.yes:

2.0ry6 2.006
7.03y. 9.O1y.

(2vht r2E^l
6.83% 8.81.,6

::*:::11,,Y,ryfr, .ccupied by irs o*r€r is cxempr by raw from prop€ny raj(cs on rh. nrsr s I ),000 ofue assess€d value. ror such.xempled ,moums. rhe pueno Rico Depanmenr ;f Treasury assum€s paymeDror $e basic tax ro rh€ Munic;pality, exepi ror r€idenrial * *!*i"J ,i l*. ,r,_ i:]so-,i'i, *n,.r, 
"complele exemption is granted. Revenue r€lated to ex€mpt poperty is r€corded i" ,fr" C-J,r"*f i*a. rrr"y:::lp'.ry..91i: f11rl:"*..,."n,i._, s"^,.,r,=*rpi,,p"ni*i.""p,._*,**-,J,-"i#.is:qooo

o r€Iallers wlh annuat n€t sates of less rhan $ I 50,000.

The CRJ}I advan*s fimds to r}|e MuDicipdity bas€d on ar estimate ofspecial govemm€ntat subsidies andrhe propertv tax6 ro be revied flnd which atE cofl€ctcd ; *u."q*rt i-i.a.lir,i. ai*iur,i."'rr"rra*
l*X.l:lryfy,gldamounrsormuicipareq*r;^n."niJ+"1-ir,.i.,;"-;;;;;"-_",,.r ne L Kr|u rs requred D, taw ro preparr a sefi temcor st t€mefl on a fiscrt ycar b5sis, wtrereby a-comparison
is rnade b€tween d'e amouots advanc€d ro the Municiprmy ana arnounrs ictuaffit;,;-il;;;p"y"*.
The CRIM p.ep$es a prelimin ry sctl€Dcrt mt tate, *i" u,.o r*r,f," "t riJ-r*,** ,i 

" 
o,,settlement not Ister than six morrhs alier fi$at yee-end. rf actuar *tr""ti.i" "*.lJ ii. .a,_*" 

"rec€ivabt€ tiom cRlM is Eordei. Howcvea if adv c€. *"*a.**i *tr*i1",", 
" 
*r"ii" il'tnna;"recorded. A pay?bte or9t.054. rEsutrins aom .fre fidal 

"r,rr.r*r r., nJy"* idli i"'r"-ri"a'* 
",r,..rcn8-tem debl 

'n 
lne govemmmt wide financial siarements sinc€ it wilt not be paid with currenl avaitabl€

I"::,:]::-f:_Il-."y:um of $7 t.e7i. rcsultins &D, ,r,. p..ri.to,,y 
".nr!,.* i", i*j r*, ,0, z,

rs rEcomeo as a recervabte due fi,Dm Comronweslth Oovemmenl
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COMMOI\IWEAITII Otr PUERTO RICO
MUNICIPALITY oF ISAD0I,/T

NOTES TO FINANCIAJ STATEMENTS

JtrDG 30,2012

NOTE K- PROPERry TAXES - Conritrrcd

On Jonc 16, 20I I the CoDmonwslth,s Legisl.te app@wd Act No. 94 *Itich €slabtish€d an inccntiv! ptan(lmrcsty) for rfie payDent of pmp€.ry tax dcbrs. Trrc .icr appticabtc to fiscal pcriods io-io-zi i i ia *r..,pmvided panicip&ts a 100% wai\r'er on inrcr€st and Fnalties and a s0% wivlr over p.i*i^i a.u, i" o"",
of r-0 yeirs. Funds wiI be crltecled by the CRIM alld remitt a t" O" Vr"i"ipJlt*.'i*d* j" 

"*, z0r r -.lut2 atruesty cotlections of$257J51 &d $98.725 rrEre rec.rdcd in the gen€rd nmd and d;h ;vice fi,ndr€spectively.

NOTE L - MUMCIPAL LICENSE TAXES

Municipal Lic€os€ raxes ale ass€ss€d annually by-rh€ Municiprliry to aI oEmizarions or mfries subject tothc tax doing busircss ir thc Muricipality's tocarion excpt for -titcs rot ily - prJjL-"*"i-r, pu,"u_,
ro ce.tain Commoovrcatth's sr.tut s. This tax is bosed gareratry on volume or d,*ird 

"i e.t *r* *shown in a tax retum thar shoutd be submin d oD or befo; lp.ii r s. o*ins d,. fi;Jy*, Jii tr"":0,
2012 rhe i&t rai.s lrerc as follows:

Finaocial business - 1.50p,6 ofgmss ftvemes

Other organiurions^--.50/6 ofgDss revenues. excefl or8rrizat;ons in Sp€.ial Developmcnt Urban Areas
wDrcD appry: up io Jr00,{n0 - J0.r ofglss r€vetrue+ atrd tD,n $t00.00i up to s200,01i0 _ .ao"a

In.,3::l:Ly:. *.,:, i::tsflmctrb on J uty I a.d January I ofeach fi!.al yea.. Tax r€veoue is recog,iz€d
at tnar moment by the Mlmicip.tity. A discounr of 5% is altou,ed wh€n tuli paynerr is ln.de on or b€foEApril 15. Municipat tic€ose r.xes c.Iected p.ior !o Juc:o srt pcrtrtning torrinlx;;t;;iL 

",*..,of 12,061,449 is rccod.d as dererrEd re;E.
NOTE M - SAI,ES AI{D USE TAXTS

On July4.200,6 rh€-Commonw€.tth t gistdE approved ActNo. Il? (.Act Itr)*fiich aoends rhe
rucno Rrco ltrt€mal Revenue Code of t 994 b providc, amo.A oltrcr things, for a sales aDd use rax of5.5yo
io be tmpos€d by tbe CouDonwcarth Gor€mmeoL Aci I I 7 also althorizes each municipal qovernfient to
imposc a municipal sates and ljs€ tax of lJ%. This mmicipal sales and use rax hs;-;;;iil;. *
base ed limir ions (.xccpt for unprocesscd foodr) as 6osc pmv;aca Uy Ue Conrm"ri.a-J;. *f* 

""a

Section 6189 ofthe Puerro Rico Int€msl Rev€nue Code of t 994, as arn€.ded, autho.izes the Municipatiti*
in Puerro Rico ro impos€ a sales and usc tax lo consumon. mis ax must be impoJ i"-Lii""ri" *iO ,fr"
basq exemptions ard timitations contaircd in Subtirtc BB of d,e Code. The munictpl J;; ;;iL * "sp€cificaly imposd ove.dl sales tmDsadions oft xablc items and combined uusariio"" 1r" a-.i""a Uy,f"
municipal iffemd r€gutnioo) raker pte withh mudcipor rimis.,tte m'nicierl *i* -",1a 

"* "- r" rr*
:ry:flffY:y 9. ry.hT q"t t.,h".,"., storase o. consumption of taxablo traaa.rions (asqenneo Dyttrc munrclpat inEmal regularion ) taketr place wifiin Mutricipat limirs. The Mmicipal L€gislatur€
approved lh€ impositioD ofthe municipal sates ard us€ tar efiective o; Novemb€r iS. iO06.'- -'
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COMMOI\NYf,ALTH OF PTJIERTO R|CO
MT'NICIPALITY OF ISABBLA

NOTES TO FINANCIAL STATEMENTS

IoDe 30,2012

NOTE M - SAI,ES AND UsE TAxEs - coltitrued

on Julv 29.2007 se corhmonwearrh rskr,n''e approrcd Acr No.80(-Ac180-) evftich amcnd Acr No. , r7of July 4. 2006 !o impos€ io rI th€ Mu.;cimtir
r.io-. Effective August t, 2007 t%.fri. i re:-: 

olluerto Ric. a udlbrm municipar sarcs and us€ rB,{ of
tle L5c." h cottecd;;th;;;^ 

e .* p' 
's 

coll€cted bv the Municipalities end the rem'ining.5%of
.,,,,.*..irr,"J*,,.*il;i:;T,ffi [,#"JmT,jx?kX#'fr :iil'a:.ffi :**irmpror€meots and h€alth ard public saGty cos6.

Amounr coll€fl€d by be PRDT { rh€ remriD ino 5% oft}e L 5%, is d?osited in accounrs or sp€ciat tunds inlh€ Govemmenlat Devctopmenr Bank of ir
d,sEibured a! follo*: eao Rico (-GDB..). subjed io resEicrions imposed and

a-.2./oof$e.5./owijtbedeDoshe!jna-MunicipajD.vctopmertFund-tofinancecostsasresEided
by $e Acr

h. .29.. oI ite".Sn/. lt be deposired in r -Municipaj Redemplion Fund..!o financc loaN ro
. -Municipalitics 

subjcd !o rcstrictiors impos€d by ftc Acr !n4 
.

" t-1_.j-5 .5'% wilt bc dcposiGd in a.:!.{!rnicieal rmprovcmdrt Fund- io fmancc c+itatrmFovement pmj€ct$ these tunds will be airul*iO uu""t 
"i l"gi.f"i"r,,t . ,f,"Commonu/Ealth's t egistdllre

]I^Y-lll.lryl.*.*,".* approved the Municip,t ordioal'ce No. 15 series 2007_2008 ro conro.m toorsposrtrons ot Acr 80_

Individuals. orgatrizariom atrd entities sohied i^ co-lleq dle muiicipat salcs ard us. rax must fite , tax rctumro rh€ Municipatiry. rhe rax ;s due rhe rdd d.v of€ach .-6 uiJ _ ri *ai.."Ji,i',rijr*r*monrh. A iotar s228.35s sajes ana use tar eiivarrc rep,*."s ,r," 
",. 

*irilJ", jilJ'lil,!,r0,"r,,
organizarions ard cntiries bur reponed ard paid ro lhe Vutri"ipai y * * 0.-O* ryib. 

-rJ"?*L,,.rir.
accounE: 170.879 and $56,452 rcorsols am6|x1s or..vunicipat n*a"pr-i r*a:'a|ra\*.iprrRedemprion Fund". respecrivetv coilectea on rune 

_by 
;"a;,;a*l".L.ea;-i i* *o _l]u"s1i 

^o 
o, ,*pRDr subs€quenr !o ruoe ro. rhc a,Dunr o rs j0 ra i rcr",.a 

" il.,;iip"i-rji,ir.i;lt"*-lj L"" *defercd rEvenue sincr is not ovailabte as rcquireo Dy curmt shnd*ds.
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COMMONWf,AITII OF PUERTO RICO
MI'NICIPAIITY OF ISABELI

NOTES TO NNANCIAL STATEMENTS

JBr.30,2012

NOTf, N _ INITRGOVDf,NMINTAI REVENUES

IntErgovemm€ntal rEv.rocs in dt€ c€oerBl Fud are conpriscd ofth€ foflou/ing:

Amorll otmuaicipat subsidies and equatizdbn fijnd setrr by CRIM
uompensation in tieu of ia.x Eom $€ pucrio Rico Etcctric povEr Aurhority(PREPA)
Reinbursemetrt fioln Cont'tronwertth Govenmcrt of Christuas Bonus

expenditure
*.,*:1i,.--:i: tDD Common*€drb governlnenl _ odrc. prcgrams

expend utes

NOTE O - RETIRf,MENT PI.AN

l. Pton d8cd$ion

AmoUlrt
t 5,010,590

2,845,524

255,694

t29.94
$ t24l-802

Regular emplov€es of rhe Muicipariiv mnribure 
'o 

a cosr-shsins muhipre emproyer dcfined benefirretirem€nr plan.admiDist rcd by dtc Employe€'s Retrremenr sysrEm of.he coyemmmr of pu."ro Rim an
'rs 

ltrsbumentalities {ERS) ERS covec alt rcgut* tu -UrJ prtr;" .rpl.y""1 *.rii;;.#rie "*""sovemmeflr rhe municipalities and certaitr pubtic corporations nor havin! tieir own *,ft;.;;r""r..Tte syslem pmvides r€tirem€nt p€nsions. dcadl and dis3bitiry b€D€fits.

furirem€nr beDefils dep€Dd upotr a*e ar rctirefient and numt€r ofyean of sedit€d servic!. Disabirityretircment b€nefits are av.irabte to membe* of occupaiona ana no occ,patoJ;;;;;;;.A,.nr"
v€sL afier ten years of pian DaniciDarion. The svstem was-crEaled utrd€r Ad 447. appmv€d on Ma] t5,195.1, as arnended. ad bc.amc enective on tan'uary-1. t9S2. Retir€m.nr benefiB#a."^i# 0, ,r,.applicarioo of stiputs,td benefit ratios ro the memb€r.s ,v"-e; ;;;il; ;-;;:ld#"." ocrmpukd based on rhe higtest j6 monrhs ofcompcnsarton reclgDizld by ERS. Theannuiry, for which apian member is erisibte. is rimik/ ro a Dinim,rm oi$2oo p". 

".fir, _a.'trl*rtrl,;;;?d #;:;".*s"compensarion. ERs issues a oubricrv nmnci,r *.0.1i4r ;91"a* ;;;;;;#"#';"n"d
supplemenhry infomalion of ihe ptan, which may bc obla;ned tiom dle ER]S.

Lau No. 105 ofseplember 24. 1999 arD€ded the,Ad No. 447 of t95 t and was €nuted wirh r|l. purpoxof es',brishirg_a new pension p,os@ (syncm 2(m0). rh. n.* p";;;;pG;*;:#"H$,. 
""J urv. r .2000.- Emprove.s panicipating h ri€ o.rent svsrem as of D€c€mb€r 3 r, r 999 nay erect ether.o stay in the defined brnefir pten or Eansfc. to,h€ o"* i-g._. p.".*l"ir;;;;;";;;;;i." r,afler ratruary l. 2000 will oDly be alo*rd ttr become members of rhe ncw progrui
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COMMONWEALTII OF PUERTO RICO
MUNICIPAIITY OF TSAEELA

NOTES M FINANCIAL STATEMENIS

JurG 30.20!2

:J::,iiTlT l*119:tued c.otriburion pra& atso rl'own as a cash baranc€ pran. ftere wi b€apoor
be ,nvesred by the Syst€m, rog€fier with those ofG€ currE defined benefit

l,]1,:".L.ilLl_1TlTp ase 
-wi 

Ilor b€ su,mred br rie sratc sovcnlm€nt and wifl b€ lubjecred roIne rcrar accumuht€d Datance of ib€ s6vbgs rftoum. Tfie amuity will be hsed on a fomrula, whichassunes tha! csch yc.r rhe cmptoy.!,s cootsibution (with a minimum of S.275% oithc ..or_*a 
""r",yup to a maximum of l0%) wil b€ inv€sted in an .ccout wtuch wifi eithe,: (t) ;l nii -i.'rr""a.,

*Sl-a^(1:yl "Trry 
rrs.sury Note o., (2) eam 

"l.,r..qua 
t rsz" ortr,e,.tui-o-r'ai sy"t".t

rnvesmenr portlotlo (net oImsnag.m€ol fees). orl3) e{m a combinarjon ofbo$ alEmatives. Ifdle saviDgs
accounts balancc is $10,000 or lcas sr time ofretirernenr, &e batance wirr be d;Jl;; ;; ;; dy".". 

"rhe participant as a tump sum. p,nicipana rcc€i". pedodic acco;r s;;; 
"i.-iir,, "-ir,*. 

Jram,.a@nmDurrcn prans sbownS oet accru€d b.l&ces. Disability pcrBions .rE oot bc€n Srint€d utrd€, the ,l€wpmrlam..n|e cmploJer-conEibutiom (9.275./0 of6c empiyce,s satary) wilt bc *ia,"-ma O. ""*.,l]1yj_:r,:I-rT r"I "e 
rqir€,mn^t ,s€ is reduc€d from 65 y€€Is to 60 for those emptoye€s r.+lojoin€d

m€ currEni plan on or ilter Aprit I, l9m.

NoTE O-R.ETIR"EMEIYI pLAN-Contirucd

2. F,tidine pofrcr

The Ad 447. as aineded, is the luthoriry under which obliSntiotrs ro conEibme to the ptal| by tie plan
meqo€T. emerolcrs 

ry-grher conEibuting enrities arE e$lbtished or my be amcod€d. ptar memb€B arrrcqur€d-rorootribure 5.775% ofgross satary up ro 36.600 plu! 82?5% ofgross salary in excess of$6,600
flT11.:1-1_"- I"ry'* Tplo_ye. ud€r n supp_tcmentatiotr ptar. which coni,ibut€s 8.i7sy" orsmss satary.
r ne MUlucrpatry rs requircd !o contr;bule 9275% ofgDss satary.

The Municipaliiy's actual conEibution fo, th. cwrcnt airt d,e prwious &rc. ffscal yeai\ wtich is equat !othe requirEd coolihnioL fo[orrs:

Fis.il y.ir ended:

$ 198.602

$ 209-055

$ 236.910

SvsrcD 200a1

$ 232.709

s 22a.146
$ 214.155

2012

201I
2010
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COMMONWEALTH OT PUf,RTO RICO
MUNICIPALMY OT ISASELA

NOTES TO IINAIICTAL STATEMEMIS

Jurc30,2012

NOT' P- POSTEMPLOYMENI Bf,NETITS

il"fld;;x"1i,".ffiT"ff:i.1ff*tT,"* o. * 
"uniciparity 

is rEquirEd to cover annuarry &e

u**,x.,:****t$*r"t#ft?::Fi,ffi Is,h?ry#ilr.:Xr"tr; j?$ j
"mprove", 

or a,e ruurcipait ;;;?;i;f.**-itrcrcas€s in pensions atrd oder bencfi!' io relired

vo' :ir r z. *"r","rx.a'r5-.ti."ffi.-#;iln H:t"'H#,ilY;#:rff" b€trcnts- For rhe nlcar

NOTE Q - COMMTMENTS

1. Operarlrq leaI,,s

The Municipality l€ases offic€ soae tud nfEce equil1g under op.ratirg leas€ agr€emenb, whichseneralty have Erms ofone yearoi ress ana are automariLlry .e""*ea 6. -"i,o 
"ffi._ti.*.,,*amounted !o SI72.536. Manaseme believ6rtal drc sErtrrryof $e fuhn minimum r€ol,l commitm.nbunder non<arrc€tabte equipmenr t€.ses wir[ rerms exceedirgl* y*,-i" **-,g,,t-i#t 

,* *,*
2- Construdion

fie Municipdity has commirnents at June 30,-20t2 of appmxirbalety g3,279J74 for constructio4,mpmvements or r€oovation ofceatain capitat asseas.

Tle Muricipality h,5 encumbrdrces our$adirg which rcprEsenr $c estimned ,rnount ofexD.ndtrEsrquirEd to oompl€te cont,acts. purchrse orders a-}d otter commituents in proc€ss ofcompletioo al fiscalyear 6|d. Outstarding eocumbmcts as ofJun. 30. 2012 in d,c generat tund reprEseor assisned mourlslnal arE .ncumber€d and .re classified bv naftIdlo*s: - igcmenr as a&si$ed fimd bdance. turpos€_ctassificstion

G.reml Fund-assigD€d

669
257,243

Fund b.lame of major and oth€r govemmental- tund, 1rpoilffi.u 
"..rio,inds) h classified as r€stricred, some or a or which may be ffcumbcrEd. Encumbrlnc€s of r€sEicredtund.b.rsnce ar€ mr-r.poned s€p6Er.ty f.om rhis ctarrrs,itr"" **,* ,r," ""I,ii#;;;;. ".*,restrict the pupose for wtich thc resourrE may be used

4. Appruyed Long-Ten r Debt

As of June 30, 2012 fte Mud.ioatirv hiq ,a apI,ov€d gen€ral obtigatiotr botrd for dc amount of$2.078.000 for tre constucti* .r - i*-".cy op.,"r"i c_".. n*.r.il*i i il" H#;,s ,. .,3.7s%. Ar ,um 30. 2012 the rom is sril oor d1sb6€d'by,r,. C"r.rnenia ri"J.p.;;d;; ***Rico.

= ,., I*
u€nerat puDtrc works and satriradon
Public safety
Culture {rld r€crFalioo
Horrsin& welfar and communirv
developmeflt
Gmeral govemmem ,nd oths pu.pos€s

frnd brlmce
71,616

1,534
10,574
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COMMONWEAITH OF PUERTO RICO
MUMCIPALITY OT ISASELA

NOTES TO TNAIICIAL STATEMENTS

Jun. 3tL 2012

NOTE R _ COI{TINCENCIES

l. Fedetul and Cor.t ron*eafuh emrrt

Pmjec6 financld by Federal ard CoinmonwEat&.s Clljrls aro subjec. io aljdiB by arraoors and othcrsovemmental agencies i,r order io derennine that dre exp€,a;.-"'*.pr, J,itii ili'##.r**
srarrs. It is rhe Municipariry's opinion nhar ,o sdd;ti""i -*; ;;;d;;"bt;;;:il;* -.audirs prevtously performed or to perfonh.

2- Litieariorrs

fie Municipality is" .t prcsent a defendanl in a number of tegat ma!.ers rtat aris€ in tbe ordinar, cluls€of deMunicipatity.s aciivirj*. ner. arE cas6 wf,crcuy 0,"i.r,o,",p,t,,y ri li}.iail,"ji#lr""a*,dta witr bc covercd by iosuranc€, cenain cases wlrcrEby'o" r.e"r *-,I*r.G 
".t 

i"Hi,,if i,_."and ofter crses ihd will rot te coverEd bv insn
,,e,ega, couos€,s *a;;;ff;&ilffi fi ;H.11X TTHII',:lffiJ*qii,#fl #llhe Municipality fi naft iat po$tion.
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COMMONWEALTH OE PUERTO RICO
MUNICIPALITY OF ISABEI,A

NOI'f,S TO REQUIRED SUPPI,EMENIARY INFORMATION .
BUDGETARY COMPARISON SCHEDULf, - GENERAL;UND

Jlttr.30.2012

NOTE A - BUDGET PROCESS AND BUDGETARY DASIS OF ACCOUNTING

The Municipal budgel is pr€p.rEd for fie C.reral Fund fofiowitrg the r.quiremcnts ofthe AubnomousMuicipal L,w of le8r, as amsded. rr h devetop€d udtirns;;m;;il;;;;;l# p,w"rnbudgering and arc.bas.d budseting rnd inctudes dmae,s of nlc,rues and 
-otf,er 

.o,r ?r?rirg n.".ryesr under laws exisring ar rhc tjme $e budg€r is preparEd

Budget ameodmcnts are approvEd by the Municipat LgislaturE Certain bodget fsnsfels withil| thelimitarions and r.slrictrbns of rbc Mtrni.iMr raw.csr bc appmrrd by r,. *y?i * ry'ii. i"*",p"rr.sisrdurE. rhe budger coftparison sch€d;k provides r"r.*i,fti, Jr",i ,ii ii.gi,i i',oil ii" ,_*o.abudget and rhe acaul rcsufir urd€f lhe budge,tar) oas$ or accounnng.

Tletud€.tary basis ofaccounting is difierc from GAAp. Revenu€s s.e gcnerary rccorded wh€n c€sh i!r€c€ived ,nd expenditur* are gemmly rEcord€d sr*n *. ,.u.a 
"*p_ai.r. i, ili*J-i", *"rrr"r.a.The, €ncumb'nces (rhar is' purchas. ord€'s, mntr,cts) *" -*ia.'.a'"*p".i;,,t-*i",'"L.,,n,-.r, ,,made- otr a GAAP basis ctrc"mrrancrs outstording a y*,_ 

""a "- *i"iJ-i"-r. **i',,iL, 
""0.ff-::l".t.Tlq.1 tund balance since Gey do nor constiture ependir,,"" oI rfiirii*'*r,,r" ., 

"ouogeuD, Das$ ercunbfilnces arc recorded 6 everd iorEs ofthe curcnt year- Encumuranct appro6uionslaps€ one y€ar aner lhe end of$e fiscat ver r rneDcumb€red appropria.ions a." trps.a * y.**-"i. m. 4"rIev€l of budsecary condot (rhe tevet ar ;{ich expeodi",* .;; ;; r"s"6 ;;;;ffiJli.l o 
" *"function level

Th€ pr€sentaaion of th€ budgetary &ta exctud€s otther approp.iarions such as crpiEl Doiecrs. debt epic€and special rcvenue tunds b€causeprojecrs arc ftded;; ";;iit-y;;;;;;;;;ilL **_,ye&s !o compteL or effcctiv. budgqffy coftot is altemadvety aciricved rfuoulh g*,rlri"iUgi", r""ahdentures and lcgat ,nd conrlactlat gr,rn agr€.mert pmvisions.

NOTf, B - BUDCET TO GAAP RECONCILIATION

The accompanyhg budg€tary comoarisotr schedute pEsents comporisoos ofth€ originat ar finat t.ga yadopr€d budser wirh aclu.nt dar! on a budd* &sis. sr*" *,i,,i"i p","rpr*-,p"p'riJ H;:-0,*"*ofdevlloping data otr a budeeury basis ditrer;i!,|lnc.nd) fiomttos€ us€d !o pEs€ot accounring prindptesgenerally a.ceprcd in the United Siares, rhe fo o-wing budger ro CAAI recoociiiati- h ;;.tu:,''
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COMMONWDALTE OT PIIERIO RICO
MUNICI?ALITY OF ISABEI..T

NOTES To REQUIRED SI'PTLEMANIARY INFOX"UAITON.
IUDGETARY COMPAruSON SCf,EDULE - GENERAL FI'NI)

J[r.30,2Ol2

NOTE B - BITIrcET TO GAAp RECONCIL|,{TION - CoIdII.d

kco3r of ltt ..6 .ldott r trr..cirg.o{rc6 ollcr.4.rdhit3 .lrddc. fiilrct4
u*! (hdg.rrry b.I!):

Budg€r to GAAP diffcrEnces:

hdtydftrrlccs:

Non budg€td tunds rtcoded s .Evenus fo. tuancial.eportins purpos€s:

Non budgeted imds rccorded ar e)pendihrrls for lbancht rcponing:

Non budgeted proceeds fom bsumcc ofgenerar obtigatim boods:

No. budgercd tlansf€rs in:

No. budg€ted transfers our:

Bai. of .c.n irg dtbr.r.s:
Revenues r€coided forfma.cbt rEponiry purposes but not in budgetary basb:

EJC,enditures recorded in budseiary basb but not for financiat rEpo.thg purposes:

Ependiru.Es recordcd fur financht rcponing pn.poses but not nn budger.ry basb:

Revenues r€cordcd in budgctary basb bur not for tuadal rEponhg purp6es:

Timirg dftrcrc.!:
()rrteot year encumbr.nces rccorded a! e!9enditurB for budtotaD/ rcporting

Prio. yoar encur$ranco3 rccodcd as oQenditurEs fo. finmcht leportha

Net ch.trge in ftrud h.hce (GAAP r.sis):

l,0I r,128

3335,713

(5,5r0,90)

t,45t.42o

(91,94',)

r36&979

s2219

(996,s78)

(317,562)

t36.7tO

(n,698)

s 365527
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COMMOI\'WOALTH Or PUEX,TO RICO
MI'NICIPAI,ITY Otr ISAJf, LA

SIIPPLEMENTARY INTORMATION - TINI}{CIAL DATA SCIIEDULE
BALAJICE SHEET INFOR]T.IATION

JUNE30,20t2

AloE.cc fordou6ttut accomts - orher

Anoknc. fordmbrtul accolms Faud
bral ecgivabks, net ofa or@cc ro aoubttut aeounG

3t2 Accou.rs payable <= mdays s
3r3

Acaed %gelpaFptt llg p{yabL
Accoed .olpdsaEd &bsoc6 - clrnt Doniln

$
321

s

f3t - 0f0 Ac.ounrs p.yabL HUD PtiA p-s^ - O,h- s
332 Ac.oupk }tayable - pHA ttojcq; s
133

341

Accounts payabre - orh6soynIMr s 1sJ69
$

s
s
s

3t0
! 27J50

acfr.d.oqos.l.n absac* - ,.. *lm,

I"vcsrcd in CariEt Asscrs. N€r ofR.hr"dE;;
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COMMOIYWEALTH OF PUERTO RICO
MUNICIPAI,ITY OF ISAf, ELA

SUPPLf,Mf,NTARY INFORMATION - FINANCIAL DATA SCIiEDULE
STATEMENI OT Rf,VENUf,S AXD EXPENSf,S INFORMATION

Jt NE 30,2012

s 10,J74

J88,390

91100 I l4,zo
$

Enpk'ye. beneii coniribulbtrs- admtuisrndve $

$ 3,!X8

$ 28
To{!l OEndns -A& trtstrrriE s

s I265
T

Tor,r Olt.r c...nt &.m6 s 2245

9?3U).os0 I 36?J61g..!tl.g Bsist ... F mtrts s a6726t
BAP Po.Etitiay-an $

t j,280

s
s 431,250
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COMMO}'Wf,ALTH Or PUERTO RICO
MUNICIPALITY OF ISABELA

^_SUPPLEMET{TARY 
INFORff ATION. FINANCIAI. DATA SCfl EDULESTATEMENT oF RavENUFs AND EXPEN.FS TNIIo*uInou rioo"tii"o,

JLINE 30, 2OI2

nt muniompiias-
rhe adrinudiv. i6

ed.d on the o.nabniiy-h
YoucheE adiinncEd by

plns .h. eimbrE.enr

pFL{s
ofth. IiAP Err payrnts

md. 6n b.h,lfoflhe

rhe .linindi,n oflar &
urlni. atlol@c. .r!.ck
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COMMONWIALTH OF PUf,RTO RICO
MUNICIP ITTY OF ISA.Bf, LA

NOTE TO SUPPLEMENTARY INFOR.i}IATION - FINANCIAL DATA SCHEDULE

Jurc 3|I 20t2

NOTE A - BA$S OT PRESENIATION

Tle accompanying financial da$ scheduh rFnsl is? Eial balanct ofrhe secaion I Housing choice voucherPmsmtrl, adminiscrEd by fte MuniciEtirv : *j-* ci.ated in orde. !o stanaaJize tre rnanc;atinronrtarion r€ponpj by pubtic Housio; A;h.riri€s OHet . m r""r e*," i*J.?i&,i1..1*ocy.
ilj1'#j:ffi l;:f,t{j9ffi,":ffi*,-.y":* **, Ri;c ".i;fr il;#il:;,.,","*
-a *"i.,.a p-p..,io. ri. ,;il;;i"#"#*t 

ccnter cr.,Gd to ass€ss th€ mndition or Fn rD owne/

"r*oo,i" nri,e'oi 6n;"i"-r ;;';;;;fi;'.''*'nr rcquirEme'B or24 cFR Part s' subpan H. for the

NOTE B _ SUMMARY OF SIGNIFICANT ACCOUNTING POLTCIES

ln acoodance with rhe guidetins for reDodino ,nd atrestarion requirEm€ft of UFRS. fi€ accompanyingFDS isjtrctuded.as iDfomation supplemenary i Ore financial sbtemenrs. Ii was pEprred usitrg the accrualDasrs ot accountin& as rEquired by REAC rEgdations
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COMMONWEALIT OT PUERM RICO
MUNICIPAIITY oF IS./TBELA

SCE-TDUT,E-OI EXPENDITURES OT, FDDERAL AWARI'S
scAI YfAIt fNDfD JIINE 30, 20t2

E.le.d Pr3-Itrdrgb

ke.d crerrp... TholEh
Gdor/Pdl.t'ri.t.

Il,s- ne8rrE d  gricurrria
PassodtDugh pmgrdr6DE

P.R DepanrEnt of Education
Cfiill and Adult Cc Fooct prcaram

(TDA E tilv l+n.if.viDg Federal
Nrmb.r NuEb.r EFndr{rG.
(r@B) (reD (ro.c! a ed B)

10558 cca-21 $ ul7s4
IIS. D.Erribepr of Ibusirs ,trd Urbrn D.r€toreo.

Stetion 8Housing Ctoh€ VoucheE pmgEm 14.g71 N/A 371,aj6

Comrmity Developnrtrt Btock Ganrs /
FnlittcnEnl GEnts 14218 N/A l_610046

CoErnuity DevelopEsrr Bto.k Crant StEtion
16 Loatr Grarmrees !'-24g gt3,ggl

ARRA - Horbss hEveorio &d R DA Re_
Housing PmgnmTec,)tucst Assilree 14 2 N/A 2rq8a9

Passed-.hDughploararEioL-
P.R DepannEnt ofFa.i\,

E oe.Bqtcy SbebdcEb ftosftD l4.Xt SICDC?2mI 2qi55

Municipality of San JuaD
Housing Opponu ties for pe,sods sith AIDS(I{OPWA) 14-241 2Ol i-V{O5a j.zrel

- Subaoaat US. Dep{rrmnt dttotr ing ad ttrsn D.r.topEnr

tts, D.prrtocrr ofJE tic.
- passed-thDugh pmgmfrom

p.& Deparlllhr ot.JusricE
ARRA - &fivard Bymo Mflmrial Justice

- AssisttuceprcSjm, Ganls ro Stares and t68oj 2Lx)qSU,BqOO53Tcribnes (JAG)

3,098,452

2l'7-951

36459

U.S- D.Erht.|lr dTr.mpfrdidr

Passed-rhrough pmAmm fi om
P R Tafrc Sdery Comissiod

State Md Cotuuit, }ISIs.ay S.fety
sutad.l IIs- DGFrrD.EI oa Tr&BlDrt dm
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COMMONWEAITE Or PUIRTO RICO
MUMCIPAIITY OT ISABELA

SCEEI)ULE OF EXPONDITURES OT'FEDERAL AWARDS
FISCAL Yf,AR ENDED JUNE 30, 2012 (Conritrued)

re&ral creror/ps! Thrwgh

Fe&rd
CTDA

(.o.e B)

E rity Id.difying

(rdc B)

F..b.ai

G rto./Progrrm litte

IlS- rleErh. dh.ru

P.R EoerB/ Afia'B Administ arion
ARRA - Ensrgy Effict cy and Conservatior
Block Gant prcsram (EECBC)

lls-D.Err|D oalbrfth r.ltrrtu S.hic6

If.dSr.nqEbn
tiead Start

ARRA -Head Srart

Tdd Itd Srr:l Outrr:

Passcd{hEug:h prcglnB &ba
P. R Offce of thc OE$u.ls@n fo. th€ Eldcrt], :

Agirg Clui.r:
Sp€cialPrograms forlhe Asing Tnb trt pan

C-ltutridon Sc .i:es

Tdd Alrag CrB6r:

CCDFClurr.n

ChiIC carc ed Devebprent Btock &aar

TdC CCDtr CI$i.r:
Sutaoa.l US. I).prlrEri dltdit sd Ihrr S.nic..:

t!S. D.rrrn-dl oalfrGt{t Sduftv
Pased.thrcu gh proSrar{s &oE

P.R C.vemor OtrEe - Olfce of puhtic S.fetv Aff"iR.
Citia Corpg

Told B|tdnlrc! .aH.r.t Amnt

8t.128 EEITI2% 8ZOs5

a2\!t29

\tas.a2

93.yI
93.7G

9i (!1i

9i.575

vl.osl

I loill5Rf,

3,@lol

2E574

26.574

301,730

303,7iO

3.3.16,405

2-:lt)6

P.R rrepartftnl of Fltd}, - Fdities dd Chittren Adminisrnrion:

2U142010459, mlo
20ll{59
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COMMONTVEAITE OT PUERTO RICO
MUNICIPALIIY OT ISABEI.A

NOTES TO SCHf,DULE OT DGENDITIIRJES OT'FEDENAL AWARTTS

June m,2012

NOTE A . BASIS OF PRESENTATION

The accornparyitrg Schedt e of Ex?enditures of Federal-A$ards iocldes de federal gmnt ac.urliy of dleMunicipatiiy under prosarns cf rbe f€dmt oolenunent for ue year enrteo Juneli. ioio]rt. inforo,"tionin ttis schedute is prEsenred rn accoraance #ur rtre requtre*r,.;di,,B-ci;;"A:;'r\1.)irr".to"*",
Incal Goywn"nts ad ibnDrotu Oreonihhons 

.Thei"f"" *r"-rrn"*o p#r*- ,i,,ir1"*n*r" ,r,difer from &e amounrs p,eseruea inl ,."a i, rrr p,epa,adotr of.;; ;d1';;;; '.,rL?.*. u-r,*the- sch€dule presefls-onty a scte,ed poniotr of rhe ope*; 
"t",L 

ira,ffiil"r-iilr'1"-.ff,,ii.o* ,o *do€s not presenl lhe financial position ad changes n net as*s ofrtre wtunicipJ,i, 
- - --

NOTE B - SUMMARY OF SIGNIHCANT ACCOUNIING POLICTES

E\pendinBes rEDned on the SchedDle are r@ftd oa the modified accrual b6sis of accoutrtitrg Suchevenditures are.ecognized whm th€ related liabiliry i. in*rr"a rorio*ioel;#;;;; *r*r"d ,OMB Circrtar A-87 co$ princiFtes for State. Locai ,,a na* r"tiiCi"ilirr"ffiicenarn 
tt?esol e\:petrditures ere not allo$able or are limil€d as to reimbusemenl

The Calalog of Federaj Domesoc Assistrnce (CFDA) Number is a prDgram identificatioD trurnber. The ftIslnro digi6 ideoliry rhe federat d,epanmenl or agenc). tna d^ri ri.,; tI: p.g";;;;"i#irk ,u.*..are assigned by nu edcal sequence.

Slate or local goverftn€t[ redisuibutions of federal a&ards to rhe Municipalry, lgloBn es .]eghrough
awalds. $ould be tr€ared by rtle Municipetiry 

_as 
$ougn Dey we,e U; a-J,4 -no* 

,r,. r"*orgover.*enr oMB ciroirar A-ril requrcs'rhe schedur" o ir"r,rir.,r" -r" f,#dJ,rdlo, *tirr r,athe idetrtii ing ounber assirned bv the oass-duou.gh €ndty fo, th;i;;*";;;'#ffi;;il;#,;t
Nunbers idenrifi€d as N/A are noi appticatte ana-numtei ,a"r"-sJ". uiiV.**i&'i[r^aoi"]
NOJE._C. RECONCILIATION OF DOE^NDMURES PRESET{TED I TEE SCEEDULE OFE)GENDTTURES or FEDERAL AwARns To rne cprriitrffirt' p'nr*se"ffi.o rx TsrBASIC FINANCL{.L STATEMENTS

coIlhudry

GEDI P.ogrlm
Fund

1,610,046

- 
82,993

.

82r.m9
z.ta5,o72

CrD  No' /
De!.dDitur

t0.558
14_&71

14.2t8
14.24a
14.231

14.241
ARRA - 14,262

l6_803

20.600
ARXA_8r_128

93.600
ARRA - 93 7O8

Had
St rt

Prwrrr! FuDd

ort3r
corlml!tnlal

ruDds
$ 

-- 
ItlJ54
377 3t6

20,.]55
J.403

2r0,839
220,$5
36lie
82,055
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COMMONWEALTE OF PUIRTO RICO
MI]NICIPALITY OF ISA3f, LA

NOTIS TO SCEEDULE OF DPf,NI'ITURES OF FEDERAL AWAXDS

Juoe JO, 2012

N-OJE..D - RECONCILIATION OT EXPENI'ITURFS PRXSENTED INO}O.INDITURIS OF FIDENAL AWARDS M 'IM I)PENDrrIIRES
BASIC flNAXCIAI STATEMENTS _ CoDtinued

Dei.elopnellr Block Eqd
Strrt

Pro{nlr fud

TEE SCtrXDULE OF
PRESf,NTf,D IN TEf,

OtherCFDA Nc /
D$cliption

CFDA Na

14.248

93 045
93.575
97_053

Totial lbCeml a$6rds

Tolal non-fedeml awads

Total erQendituGs, tiud

26,514
303,730

2,106

2,48,t.039 1,006,i01 t,4u72

5.165537

_L_!8r.aet -s _]{96,!OL __s _4!2.A3
NOTE E _LOAN GUARANTEE LOAN OUTSTANDING

On October l. 2007 ad Augu$ 20. 2009 drc Municipaliry received $f.200.00O and $3.650.000 respectrvelyon advance tunds under a $.1,850.000 variabtdfixed rai" -t" art"a l*" iS,-200*S.'"iti""frf No* rv*d€siSned to coN,ert to a fl\ed .ate note on irs Cofi€rsion oate. On f,ty z t. :o tb tfre ,,riJ-tiir"a 
",," 

.r.was coN,ened to a $4.3[1Om 4.21olo note due on August t, 2020. Tie face amouru of rf" ,o" *, Or,"aon lhe outstanding balance of the cumdati\€ aarouo oi 
"a""""o 

,rr" r.,rr"iiiprriO,-i_i.r,Jorior urore drecornersion dare. The federal a$ard firanced lhe construction ofa youtl Spit'ina eJri n Center theMunicipatiq erpended $8s{.t0? ftom drcse Dr.lceejts rturing nscal year2oii-mli ir"i Jng."p,.r"nolhe loa, outrandinA batance as ofJulre J0 20 .

OutstrrdiDg
Brlrnce

C.mnuitv Developmcnr Btoc* (iranB S€ciim toe Lran cuare[€es S 4,04j,000

NOTf, T _ SUBRECIPIENTS

q ,h: !d".1 expendiules Fesflted iD tie sch€dulq te Muuicipolify Eolided fe&ral atr"ds to$b€cipients as follo$ts:

CFDA No Pmridcd to
Subrcrloie !

$ 2r0.E39

ARRA - Honelcs.s Preve!'rion ald Rapid-ReHousins p.oser
T.clEical As.isianet4 262

75
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RDFORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ONcoMpLTANCE AND ormR MATT.ERs BAsti;6n-fria.6iriB flNAr{crAr,STATEMENTS pERFonmn nv lcconnnmr"ffi,i6#ffi x. AUDTTTNG

The Horcrable Mayor, Membem of
&e Municjpal Legislature oftbe
Commonwea.lth of puerto Rico
Mmicipality of Isabela
Isabel4 Puerto Rico

We have audited the financial statemetrts of the govemmental activities, each major fimd, aud rheaggegate remainins fimd information or the^ CommonwJtt ;i i#;il; Mudcipality ofIsabeta- as ofand for the year ebded Juner3o..:ot z. *hi"il *uJrii",ri"#o}rlL. ,rr",rr,rrobasic financial staremetrts atrd bave issued our repofl ther€oD dated t,i*"t ii.lOl:. W" 
"onar.r.aour audit ir accordaace with auditins srandards d.dir;;;"d ;;t. i.li#io,." of a^".i",a,d fte srandards appficabte ro nnim"ia ,uaif,^conrai#i'Cr*^i)",'Trarn 

s Standards,iisued by the Comptroller Gercral ofthe United States-

Intemal Conhol Over Financial Reoortins

Manrge^efi ofthe Municipaliry is responsible for establishing and maiataidng effective inremalcontrol over finarcial reoortinp. t, pt_"i"g -a p..f"-_irg 
"**;;ilrl considercd theMunicipality's internat conuot 

-over ;",;i ;;";:'""'"":'i^Il.l-"",'1,]p-ceaure.io.thepu,po;;n,.il;;rulfr ffi '::fl iffl,'r't*?,ffi ilH"i'#,*_:purpose of expressing an oDinjon on rhe effectiveDess of th" L,i;;;e4fi:#;1ad conhol overftnancial reponilg. Accordioslv- we do.not express aD opinion on tbe eflbttiveness of theMunicipaliry's iatemal conroiover financial reponing.
A deJiciency in intemal colrol exists when the desig or operation ofa contol do€s not allowmanagemenl or employees, in the normal course ofperforming thei. u"sigoJ- 

"uo^, 
to pr"reot,or detect and coEecr misstatements on a time ty b;;;. 

^-^;"r;;;;:h;"',r-'" 
*o",*"r, o. ucombination of deficiencies, in htemal control sucl that there'i" u [ui?lf" po""iUiUay A, umaterial misstarebeot of the eftirv.s fiuancial statenenrs will;;;;;A ." detected andcorecied on a timelv basis

our consideration ofintemal contol over financial reporting was for the limited purpose describedin the trm paragrapb of this section and was 
""; 

d;;"-f;;;friffiJilk,* a ,","-,contol over finan-cia.l reporting thar might be_ deficieicies, .igri#;il;ies, or marerialwealo.resses. we did Dor ideDri& a.Dv deficiencies. in rrr;i "fi*i"*.'n#lial reporting rhatwe coosider to be material weaknesses. as defi_qed previously.

_ 1- l_1**" lieiqh.s, catte TiALo tl?ll, san ,lue, pR, 00926_3252rel . (rE,) 306-?7'? / Fas t?87) 62s gsctl, ;",; ig;"r".1i";i'.'.'",



REBORT ON INTERNAL CONTROL OYSR FINANCIAL REPORTING AIID ON
COMPLIANCE AND OTIIER MATTERS BASf,D ON AN' AUDIT OT FINAI\ICIAL

STATEMENTS PERFORMED IN ACCORDA]\'CE WTIII GOVERNMENT AIJDITING
STAIIDARDS (CONTIIYUED)

Compliance and Other Matters

As part of obraining reasonabte assurance about whether the Mudcipa.lity's finarcial statements
arc free ofmaterial misstatemenl we perfomed tests of its compliance with certain provisions of
laws, regulations, confacts, and g.ant ageements, ooncompliance with wtich could have a direct
and material effect on the determimtion of financial statelagal naloutrts. However, providing aD
opinion oa compliance with those Eovisions was not an objective ofour audig and acconlingty,
we do not express such an opinion. The results ofour tests disclosed no insances ofaoncompliaice
or other matteis that are requircd to be reported lmdet Goyemrnent Auditing Stqndo r.

This report is intelded for the iDformation and use ofoanagement, othen within rhe
orgadzation atrd federal awarding agencies and pass-tbrough entities and is rrot iotended to be
and should not be used by anyone other tban these specified parties.

San JuaD, Puerto Rico
March 18,2013

The stamp number 2672859
was affxed to the o ginal report.

License 96
E,.pircs December l, 2014

P0ELTCOS
AUTORIZADOS
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REPORT ON COMPLIANCE WITE Rf,QUIREMENTS APPUCABLE TO EACHMAJoRpRocRAM AND oNrNTERNALcoryrnor, own c6irurANcE rN
ACCORDANCE WITE OMB CIRCULAR A-I33

The Hoaorable Mayor, Members of
the Municipal IEgislature ofthe
Commoawealth of Puerto Rico
Municipaiity of Isabcla
Isabel4 Puerto Rico

Compli.nce

We have audited Commonwealth of pu€rto Rico, Municipality of Isabela,s complianc€ with thetypes of.coEpliance requirsrnenls described in tl" Out iir"it* i-iii'Corrp,*"" Srqpt" 
"rttbat could have a direct and material effecton eacl of the Uunicipaliry 

" 
#jL f"a".f p-gru.,

for the year ended Jrme 30, 2012. The Municiparity's majo. federi pJffi-are identified in rhesurnmary of auditor's results section of the ac.company.mg schedute oi AoAng" ana qu""tioo"a
costs. Compliarceji/ith the rcquirEmeDb of laws, ,egut-utio'n", cootracts, aoa grarrts uppU"aUle roeach of.its.major federal programs is the responsUiflty of tfre fr4uni"ip"tity-,r'__ug"."nt. O*responsibility is to express an opinion on the Municipaiity's compliaac! baij on our auait-

)Ve:ong]Tteg o-ur audit ofcompliance in accordance with auditiqg standards genemUy ac.ceptedin the Udted $ate6 of AmericE the standards applicable to 
-n"an"i"t 

",iait 
contained inGorenme 

, Auditing standar^, iszued by rhe comitrouer GenJ 
"r 

tr" ilrit"o srates; andOIvry Clculg-.A-Ili,Audits of States, Locat Oor"rn 
"n", 

ora Noi+ro\t 6r)*i^tir^-tt nstandards,-ud OMB Circular A-133 requi€ thar we plar and perform the Joai ri ot 
"irr."r"o*Uf"Tr*"o_:.. 

uboyt yh",her.noncompliarce with the types of compliance requiremeDts relered toaoove tnar colld have a dirccl aDd oaterial efed otr a major federal plograllt occu.ed. An auditincludes examining, on a test basis, evidenc€ about tf," fr4*i"ipaitt"""ipfiance with thoserequiremenfs ani performing such otber procedures 
^ *" '*^iaoJ'o"""ssary 

in thecinrmstatrcos. We belieye thal our audit provides a rcasoaable U*i, fi, o* opi"ioo. Our audit
does not provide a legal determination oftle Muni"ipAity," *.pfi_"" with Oo"e req,rirements.

Il1 our opiniorl the_ Muoicipality com. plid in all material respects, wi$ the compliancerequirements referred to above rhrt coulla have a direct and materii eF".i oi'"acn of iti _u;orfederal programs for the year ended June 30, 2012.

Intertrd Contiol ovor Couplfunce

Management of CommoDu/ealth of puerto Rico, Municipatity of Isabela is responsible forestablishin€ and maintainiry effective htemal conhol ouoL.ifi*a" 
",itt 

tne requiremelts ot
Iy",.:,*::f,*.:l",Td qpt."ppl*bte to fedeml lrosa; ro prli#g _o p..ro^ing
our auorq_we consrdercd the Mudcipal ity's in temal cootrol over comptialie with 

-tbe 
requirementithat could have a dir€ct and material effect on a major federal progi. t a"t""rirc 0i,,, _amri

-..Rio Pj.ldras Heigbrs, ca11e Tinto *1?33, saD Juan, pR, oo926_32s2tlet. (181) 306-7171 Eax (707) 62s-9803, e,"ri, ls;;"r..€"r1-. "L



REPORT ON COMPLIANCE WITH REQUIREMENIS APPUCABLE TO EACEMAJoR pRocRAMs AND oN TNTERNiL corrnoi ilviEdofuLrANcE rNAccoRDANcE wrrH oMB cTRCULAR A_m(conrn iirco)

9t:".dft for the purpose of expressing o* ofp91 on compliance and to test and roport otrintemal conrolover comDliaDce in accordatrce with OMB Circulare-i:t tui nor fo, rf," prrpor.of expressiog an opinion on the efectiveness of inremal cootror "r.;;;;;r;-"". Accordingly,we do. not ex-p-ress ar opinion on lhe effectiveness 
"f &" M;;ipdfi;T;al cont ol overcompliaace efectiveness of intemal cont ol oro *.pti-"". a*oi iy-, *^ ao oot 

"*pr"., 
*opinion on the efectiveness of the Muaicipality." iot"-a 

"o"t 
ot o";;;ri;*

A deliciency in intenal corrtrol oler compliance exiss whea the design or opention ofa controlover compliance does oot allow manaqement or emptoyees, in the no'rmal ciune of performingtheir 
,assigned 

fi.,ncrioDs, ro prevent, or detect a?d ;;t ;;";;;;;; with a type ofcompliance requirement of a federal program on 
" 
**ty t*is- n ^u")it o"oar""s in interhalc-o:!o,!ou:r colpl:ance is a deEciorcy. or combination ofdefici"n"i"r, i, ini.rnuf conrrol overcompuatrce, sucb that there is a r€asonable possibility tbat material Doncompliance witb a rype of

::.jl-."_"_y*.."qr of a federat program wil noi be prevented- * JJrJJ"ra 
"or.""r"a, 

ona tmelv basrs

Our consideration ofintemal cotrtrol over compliance nas for the limited pupose described in thefi..t pamgraph ofthis section and was not designea to laentiry ai a"i"i"lli;" o' ir"-a *"""r
3Y,er 

cffnlgc-e thal gght be defciencies, significant deficiencies, o, .ri"riJ *""t r""r"r. W"
oro nor roeDofy aDy deticieDcies iD iotemal control over compliance that we coDsider to be mateialweaknesses, as defined above.

This report is intelded for the iDformation and use ofmaDagement, othen within theory:{za!-on aog federal auarding agencies aad p"""_tb"ord *dd";;;i" iiiint"ra"a to beand should oot be used t y anyone other than these specffij parties.

San Jua& Puerto Rico
March I 8, 20 I 3

The stamp number 2672860
was affixed to the original report.

License 96
Expires December l, 2014

q1k
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COMMOI\MEALTH OF PUERTO RICO
MI]NICIPALITY OF ISABEI"A

Schedule ofFindings atrd eucstiorcd Costs
Fiscal .fe{r Ended June 30,2012

S€ctiotr L Summary ofAuditors, Results:

Part I Finatrcial Statements
l. Type ofaudit report:

EI Unqualified opinion tr eratified opinionO Adverse opinion E Disclaimer ofopinion

2. Significant Deficiency disclosed

Eyes E No

3. Material weakness disclosed:

EI yes E No

4. Msterialnoncompliancedisclosed:

E yes E No

Part II Federal Awards

l. Type of repon: ofl compliance for major programs:

E Unqualified opinion tr eualified opinionE Adverse opinion tr [iisclaimer ofopinion

2. SignificantDeficiencydisclosed.

EYes E No

3. Material weakness disclosed:

Eyes E No

4. Audit findings required to be reported under Sec.tion 510 (a) ofCircular A-
133:

El Yes E No

80



COMMONVYEALIE OF PTIORTO RICO
MUNICIPALITY OT ISABEI.A

Scbedule ofFindings and euestioned Costs (Contimed)
Fiscal year Eoded Jun e 30,2Ot2

Sectior L Sumorry ofAuditorr, Results (contilued):

Part II Federal Aperds (continucd),
5. Major programs:

a&AI!!!E(s Federar pros.aft Gr.a.rto. / p.oq.{- N*-e
:1171 Secdon 8 Housing Choice V*"h.." p.og..----
,:-?r.l Coomunity Developrment Block Grants / EDriuemert Crrants

::1!^ Carununiry Development Block crarrt- Secti_, tOe I.L., Cur.amee"93.600 Head Starr
93.7Oa ARRA _ Head Shn

6. Dollar threshold used to disirguish Type A
and Type B programs:

7. Low-risk auditee

tr yes E
8. Waive risk criteria under 520 (i) ofcircular A _133

E yes EI No

Section tr. Finaflcial Statements Fitrdings

None.

Section m Federal Awards Iindings and euestioned Cosrs

None

$3!0.0j0

No



COMMONWEALTE OF PUERTO RICO
MI'NICIPALITY OF ISABEI,A

Summary Schedule ofprior year Findings and euestioned Costs
Jure 30, 2012

None


