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INDEPE}IOENT AUOITOR'S REPORT

Honorable Mayor and Members of the
Municipal Assembly

Municipality of Laias, Puerto Rico

We have audited the accompanying financial statements of the governmental activities, each major fund.
and the aggregate remaining fund information of Municipality;f Lajas, puedo Rico, as of ana for theyear ended June 30. 2010, which collectively comprise the Muntctpality of Latas, puerto Rico,s basic
financaal statements as listed in the table of contents. These financial sbiementa are the responsibility of
Municipality of Lajas, Puerto Rico's management. Our responsibility is to express opinions on th;se
financial statements based on our audit.

we conducted our audit in accordance with auditing standards generally accepted in the united states of
America and the standards appricabre to financiar audits cont ned in Gove;ntuent Aucliting standards,
issued by the Compkoller General of the United States. Those standards require that we plan andperform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstaiement. An audit includes examining, on a test basis, evidence supporting lhe amounts
and disclosures in the financial statements, assessing the accounting principles used andlhe significant
estimates made by managemenl, as wefl as evaruating the overal fi;anciar statement presentation. we
believe that our audil provides a reasonable basis for oar opinions.

ln our opinion the financiar statements aefened to previousry present fairly, in a[ materiar respects,
finanrial position of the governmentar acriviries and generar fund o, the Municiparity of Lajas, puerto Rico,
as.of June 30, 2010, and the changes in financial position thereof for the year th;n ended in conformity
with accounting principles generally accepted in the United States ofAmeriia.

ln accordance with Gov_ernment Auditing Slandards, we also issued our report dated Febuary 11, 2011,
on our consideration of the lrunicipality of Lajas, puerto Rico's internal control over financi;l reporling
and our tests of its compliance with certain provisions of laws, regulalions, contracts, and gran-t
agreements and other matters. The pueose of that report is to describe the scope of our testi;g of
internal control over financial reporting and compriance and lhe resurt of that testing, and not to proiide
an opinion on internal control over financial reporting or on mmpliance. That reporais an integral part of
an audil performed in accordance wilh Government Auditing standards and should be coniiderea in
assessing the results of our audit.



INDEPENDENT AUOITOR,S REPORT

(coNTTNUED)

f::lilry p|.1'r:'0,:" generalty accepted in the Untted States of America requhe that the management,s
orscusston and anatysis and budgetary comparison information on pages 3 through 13 and 49 th;ough 5loe presented to supplement the basic financtal statements. Such information. al-though not a pad;f the
basrc financial statemenls. is required by the Governmentar Accounting standards Board, who consders
rr to De an essentiar parl 0f financiar reporting for placing lhe basic financial statements in an appropriate
operational, economic, or historical context. we have;ppried certain limited procedures to the required
supplementary information in accordance with auditing standards generaly accepted in the united states
of America, which consisted of inquiries of management about th; methods of preparing the information
and comparing the information for consistency with management,s responses io our inquiries, the basic
financial statements, and other knowiedge we obtained du;ing our audit of the basic financiar statements.
We do not express an opinion or provide any assuranc; on ihe information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

our audit was-conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Municipality of Lajas, Puerto Rico,s financial statements as a whole. The accompanying
schedule of expenditures of federar awards is presented for purposes of addilionar anarysis as requ;re;
!y U:S. 

-Oqce 
of Management and Budget Circutar A-133, Audits of States, Locat Governments, and

Non-Profit Organizations, and is not a requjred part of the financial statements. The schedule of
expenditures of federal awards is the responsibility of management and was derived from and relate
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements
and cerlain additional procedures, including comparing and reconciling such information direcfly to the
underlying accounting and other procedures in accordance with auditing standards generally acc;pted in
the United States of America. ln our opinion, the information is fairly stated in alamaterdl respects in
relation to the financial statements as a whole.

-J) -j-
7-*' 'n | ("'

ROI\4AN TORO & CO,, CSP

yauco, puerto Rico 
LlcENsE #35 - lN FoRcF

Februaty11,2011
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2O,IO

To provide readers with an overview of the financiar aclivities for the fiscar year ended June 30, 2010 weare. presenting here an analysis of the flnancial performance of tne Municipatiiy oi Lajas. For a betterunderstanding of the financiar position and the resurts of operations of trre Mu'nicijatiiy it snouta oe reaa it
in conjunction with the financial stalements, which follow this sectron

FINANCIAL HIGHLIGHTS

Highlights forGovernment-wide Financial Statements

The government-wide financial statements lse the economic resources measuring focus and the accrual
basis of accounting to report information about the Municipality as a whole:

. The assets of the Municipality. on a governmenlwide basis, exceeded its liabilifies at the close o,
fiscal year 2010 by g'10,970.4i2 (net assets).. Revenues decreased by 13% while expenses decreased only .50% when compared with fiscal
year 2009.

. Net change in net assets amounted to a negative change of $916,997, a decrease of
approximately '199% wilh respect to the prior year,s posjtive ne,chanqe of $930,444.

Highlights for Fund Financial Statements

The fund financial statemenls provide detailed information about the Municipality s most significant funds.
These financial statements use the current financial resources measuremenl focus and modified accrual
basis of accounting:

. A negative net change (decrease) in the fund balances of the Municipality,s qovernmental funds
for the amount of 92,126,014 in the fiscat year 2OtO resutted in reported ;ndi;g fund batances of
$5,507,527. This fund balance inctudes a net unreserved deficit foi the amount;f $2,439,583.. For the year 20'10 the ceneral Fund reported an excess of expenditures and other financing uses
over revenues and other flnancing sources of 91.543,4j0 and an unreserved fund deiicit of
$2,439,478. ln the prior year there was an unreserved fund deficit of 9933,577.

General Financial Highlights

. The investment in capitat assets as of June 30, 2Oj 0 was $18,822,252 (net of depreciation).. Long{erm debt decreased to 9i4,600,425, or approxjmately a .3% decrease with respect to the
prior year.

. On a budgetary basis, actual expenditures exceeded actual revenues by $1,044,360_

ROLUN TORO & CO., CSP Ce ged Public Accomtants and Business Consuhants
Po BOX 3013 YAUCO PR 00698-3043 . TEL. (7s7) 856 6220 FAX: t7B7) B5G623j



OVERVIEW OF THE FINANCIAL STATEMENTS

The lvlunicipality's financiar report comprises four components: (1) managemenl,s discussion and anarysis(presented here), (2) basjc financial statements, (3) required suppleminlary information and (4) olher
supplementary information.

The l\,4unicipality s basic financial siatements consist of two kinds of statements, each with a different view of
the l\,4unicipality's linances. The govemmenl-wide financiat stalements provide both tong-term and short_term
information aboul the lvlunicipality's overatt financial status. The fund finencial stale;ents focus on major
aspects of the l,4unicipality's operations, reporting those operations in more detail than the govemmenfwide
statements:

Basic Financial Statements

. Govemment-WideFinancial Saatements

The governmenlwide statements report information about the Municipality as a whole using
accounting methods similar to those used by private-sector businesses. They are prepared usina
the flow of economic resources measurement focus and the accrual basis of accounting. The firsl
governmenfwide statement - the statement of net assets presents information on all of lhe
Municipality's assets and liabilities, with the difference between lhe two reported as net assets.
Over lime, increases or decreases in the Municipality,s net assets are an indicator of whether its
financial health is improving or deteriorating. Other non-financial factors such as the condition o,
the i.4unicipality's capital assets may need to be considered to assess the overall health of the
Municipality. The second statement - the statement of activities _ presents information showing
how the net asseis changed during the year. All of the current yeals revenues and expenses arE
taken into account in the statement of activities regardless of when cash is received or paid.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LA'AS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 20'O

ROl,LtN TORO & CO.. CSP Cetliled Pfitic Accontants a .t Business Consuttants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2OIO

The government-wide statements report as governmental activities the Municipality,s basic
services such as public works and sanitalion, public safety, culture and recreation, heallh, welfare
and community development, and geneaal administratjon. These actjvities are primarily financed
through property taxes, other local taxes and intergovernmental revenues. Included in the
governmenlal activities are the governmental fU nds.

. Fund Financial Stalements

T}]e fund financial statements provide more detailed information about the Municipality,s most
significant funds. Funds are accounting devices that the Municipality uses to keep taack of
specific sources of funding and spending for parlicular purposes. Some funds are r;quired by
Federaland Commonwealth regulations, as well as by bond covenants.

The Municipality's basic services are included in governmental funds, which are used to accounl
for essentially the same functions reporled as governmental activities in the governmentwide
statements. However, unlike the government-wide statements, the governmental funds are
prepared using the flow of current financial resources measurement focus and the modified
accrual basis of accounting. lJnder lhjs approach the financial slatements focus on near-term
inflows and outflows of external resources, as well as on balances of expendable resources
available at year-end. Consequently. the governmental fund statements provide a detailed short_
term view that helps the reader determine whether there are more or fewer financial resources
that can be spent in the near future to finance the Municipality,s programs. Because this
information does not encompass the additional long{erm focus of the qovernment-wide
statements, additional information is provided on a subsequent page that explains the relationship
(or differences) between the governmenlwide and fund statements.

The governmental fund statements Iocus on major funds. The Municipality,s major funds are the
general fund (which accounts for the main operating activities of the Municipality) and funds that
comply with a minimum criterion (percentage of the assets, liabilities, revenues o; expenditures).
Funds that do not comply with this criterion are grouped and presented in a single column as
other governmental funds.

. Notes to financial slaterrenfs

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

R€quired supplementary information

The statements and notes are followed by the required supplementary information that contains the
budgetary comparison schedule for the General Fund.

Supplementary information

Thesupplementary information also includes a financial data schedule containing financial information of
the Section 8 Housing Choice Voucher Program administered by the Municipality:

RO^,LAN TORO & CO., CSP Cetliled Pubtic Accontantsand Busi ess Consuttants
PoROX3043 yAUCo PR 00698 3a$ . TEL. (782) 856 6220 FLy: (782)8566233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LA'AS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2O1O

FIIIANCIAL ANALYSIS OF IHE II'UNICIPALITY AS AWHOLE

The iollow ing table prBents a summary ot the Slatements of Ner Assels as otJune 30.2O1O and 2o,os:

TAALE 1

Net assets {assets over liabititi6) may see ovs rime as a ls€tut i.dicator ot a govemment s fnanciat position. Al June 30, 2010,
assets exceeded [s liabitilies bv $10,s70,412, reprBenung a d4rese of 80,{ with rEpect to y€r 2009 €us€d basi@Iy due to adec.4e in revenues dlnng lhe yp-ar. This decease was mosty afiecled by a 52% iecrcis; in epital gBnts and @nhbLtions,
anda 34% dec /ease in opsating grants.

MunicipaliVofLaj.i
Composition ot l{et AsBets

As ofJune 30,2010

t5,5i8 766

r lnvesled in c.old as€b, net of rel*d

lhe larget portion ol the Municipatity's ner assets renecb ils inveshsl in capitat assers (e.9., rand, buitdings, equipment, and
innast lciure) less ac@mulated dep.eclation and l6s any related ootsranding debr used to acqi,ne hose asseis. Th; i,lunicipariry
us6 these assets to pblide seruices to its citizens and, consequenlty, lhese assets are not avaitabte tor tuture spending. Th;
.esouaes needed lo repay lhe debt relaled lo these €pital assets musr be povided lrom other sources because @Ditat assers are
nolgenerarlyliqurdared .o, lhepurposeof re[nngdebt.

Summary Stat@qt ot Net A$ets

Governm enra I Actvnis
2010 200s

Cursl and other ass eis

Li.bilitles
Curst and oiher liabi liiies

lnvested in €pitai assets, net of retaied debt

10,977,451

24,734.900

3,244,247
14,600,425

2,201 423
14,646,068

1T 444,632 16,847

14,274,634
5,578,766

(8,832,988)

___!_____-r!.9r9.11,

13,128,098
5.829,746

11,887

$20,000,000

$15,000,000

310 000 000

$5,000,000

s

$(5,000,000)

$(10,000,000)

$(15,000,000)

ROMAN TORO a CO., CSP Ce ifred Public Accomtants and Business Ansukatts
PO ROX 3043 yAUCo PR 00698 3043 . IEL. (787) 856 6220 F,4,y: OB7) 85G623i



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 20IO

Restricted net assets represent resources thal are subject to external restrictions on how they may be
used. ..lJnreslricted net assets are the part of the net assets that can be used to finance Oiy_to_Oay
operations without constrains established by debt covenants, enabling legislation or othir legal
requirements. As of June 30 2010, the l\4uniciparity presented an u nrestr'icted' net assets deficit. This
deficit primadly arises from long-term obligations suih as compensated absences and debts to cRil\,,1 for
which the Municipality did not provide funding in previous budgets. Historically, such obligations have
been budgeted on a pay as you go basis without providing fundi;g for their futu;e tiquidation: tn addition,
operational loans and ce(ain general obrigation bonds do not hav; a rerated capitar asset to be reported
as invested in capital assets, nel of relaled debt. Therefore, they are reported as part of the unresiricted
net assets section.

Crarges ,r, ,,et assers

The following table summarizes lhe changes in net assets for the fiscal years ended 2010 and 2OO9:

TABLE 2

Summary Changes in wef lssefs
As of June

Governrnenlal Activities
2010 l00s

Progmm revenues:
Fees, fnes and charges for services
Ope€ting grants and contibutions
Capital grants and conlributions

Municipal license tax€s
Sales and use taxes
Grants and conlributions not restricted to
specific programs
lnlerest
Other

Expenses:
General govemment
Public wofts afld sanitation
Public safely
Culturc and recrealion
Heallh
Welfare and community development
Educauon
lnteresl on long term debt

Change in net a$ets
l{et assats-beglnning ot }ear
Not asseta-ond of tear

$ 2,501,531
1,147,336

s96,710

2,a31,414
741,073

1,O27,550

3,811,390
112,557
126,199

13,335,820

2.759,O01
1,130.429
2,096,384

2,020,141
728,AO7

1,104267

4,356,187
163,899

5.914,326
4,242,0 14

157,122
495,322
384,432

1,626,547

287
15,246.150

6,572.979
3,859,768

751,544
1,030,345

390,541
1,388,470

2,800
256,330

.14,252,a17

(916,997)
11,887,409

_$ llsryllL

943
14,315,706

930,444
10,956,965
11

ROMAN TORO A CO. ,
PO BOX 3043 y.AUCO PR

CSP Certilied Public Accontantsand Business Consuhans
00698-J043 . TEL. /787) 856-6220 F,4X: 08h 856-62t j



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2O1O

FIGURE 1

Mnni,olli.ollqins
Govfl rntal-4ctt itics - Ra,arrrfs bt: Sotttt.
Ftxnl liort End..,.I ra 30,2010 drtd 2009

s

qm,06 1000,000 3,@oao

Approximately 29% of the lr4unicipality,s rer/enues came from unreshjcted grants, 2iyo from property
taxes, 19% from fees, fines and charges from services, and 16% from oparating and capitai granti
Revenues decreased by 13% in comparison with fiscal year 2009. The most signiiicant changeiare a
86% decrease in operating and capitar grants, due mainry to non recurrent grant iunds received on fiscar
year 2009, some of which were used during current year and a 56% decr;se in other revenues due to
donated machinery, equipment and vehicles on fiscal year 2009. These decreases were pariially offset by
a 40% increase in property taxes revenues, due mainly to an increase in non-exonerated property lax.

RO|L4N TORO &CO., CSP Ceniled pubtic Accontants and Business Consuhants
PO BOX 3043 YAUCO PR (n698 3043 . TEL. (787) s56-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LA'AS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2OIO

FIGURE 2

The Municipality's expenses cover a range of services. The largest expenses are general government
representing approximately 46%, public works and sanitation with 27o/o and wef,re andlommunity
development with 10%. Program revenues of the Municipality covered 33% of total expenses.

Total expenses decreased .4% in comparison with the previous year. This includes a 14% decrease in
welfare and community development and 1o% decrease in public works and sanitation expenses. ln both
cases the decreases were caused by a decrease in grants supporting these activities in lhe current year.
There was also a 44% decrease in interest on long-term debt due to lower interest rates. These
decreases were offsel by an increase of 11% in general government expenses due to an increase in
administrative costs_

As noted previously the minor decrease in expenses combined with the significant decrease in revenues
resulted in a decrease in net assets of approximately 199% when compaied with the net change in net
assets reported in the fiscalyear 2009 statement ofactivities.

ROMAN TORO & CO., CSP Certifed Public Accomtantsand Busi ess Consuhahts
PO BOX 3013 YAUCOPR U698 3043 . TEL. /787) 856_6220 F.Ly: (787) Bs6_6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 201O

The following table focuses on the cost of each of the l\4unjcjpality,s largest programs as well as eachprogram's net cost (total cosl ,less fees generated by the proigrams 
_and 

program_specific
intergovernmental aid):

TABLE 3

ROM,IN TORO &CO' CSP Ceftiled Pubtic Accot ltantsanll Business Consulants 10

Po ROX 3043 YAUCO PR 0069&304t . TEL. (zez) 856 6220 FAx: (782) 856 62J3

Slme of the cost of governmental activities was paid by those who direcfly benefited from the programs
($2,501,591) and other governments and organizations that subsidjzed certain programs with granG and
contributions ($2,1114,046). The g(9,607,180) net cost of services was fully covJred by oth6r generat
revenues including property taxes, municipal license taxes, sales and use taxes, and gran-is and
contributions not restricled to specific programs.

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

Governm€ntal funds

The focus of the Municipalily's governmental funds is to provide information on near{erm lnflows,
outflows and balances of resources available for spending. such information is useful rn assessing the
l\4unicipaljty's financing requirements. ln parlicular, unreaerved fund balance may serve as a uleful
measure of a Municipality's net resources avajlable at the end of a fiscal year. For ihe fiscal year ended
June 30, 2010, the governmental funds reported ending fund balances of g5,507,527, a net decrease of
$2,126,014 in comparison with the prior year. This decrease was caused primarily by decreases in the
General Fund of $1,543,410, in the Commonwealth Legistative Resotution funj oi $25+,Sgt, in the
$2,215,000-Loan lssuance Fund of $289,376, a decreise of $420,888 in the permanent Capitat
lmprovements Fund, and the use of Other Governmental Funds by $66,323_ These decreases were
partially offset by increases of 9228,514 and $220,360 from the Debt Service fund and the Community
Development Block Grant Program Fund respectively. Of the total fund balances, g2,439,S83 constitute;
an unreserved fund balance deficit. The remainde. of the fund balances is reserved to indicate lhat it is
not available for new spending.

Net Cost ol Munici pat ity,iGovemii *a I ecfrv'tties

TotalCost of Services Net Cost ot Service-

Public wo*s and sanitation

Wehare and @mmunily developmont
lntqesl on long,rqm debt

6,581,495
3.851,252

751,584
1,030,345

390,541
1,391,270

256,330

(3,914,533)
(2,696.936)

(715,831)
(1,023,049)

(390.s41)
(609,960)

(2,896,306)
(2,089,394)

1663,755)
(835.912)
(384,432)
(404.150)

14.252,a17

5.914,326
4,242.otu

757122
895,322
344,432

1,62A,547
455 943

14,315.706



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 20IO

The general fund is the operating fund of the tlrunicipality. There was an unreserved fund deficit in thegeneral fund for the amount of $2,439,478. For the year ended June 30, 2oio, the fund barance of the
general fund decreased by 91,543,410. Within this net change, there was a decrease of $37,509 whichpertains to other speciat funds (with self-imposed restricti;ns) included as part of the generat fund
(resources to finance these speciar funds were provrded in current anct previlus years)- ihe principar
components of the decrease in the generar fund are a decrease in fees, iines and tharges for services
revenues and ln Commonweallh Government grants, offset partially by an increase ln property tax
revenues. There were also signiflcant decreases within otherfinancing sources.

GENERAL FUND BUDGETARY HIGHLIGHTS

The general fund original budget for the fiscal year 2009'2010 presented an increase of 1% with respect
to the prior year budget. Amendments to the original budget are approved by the Municipal Legislaiure.
During the fiscal year 2O1O there were no increases in Uuagetea reu.nres or expenditure;. Actual
revenues-do not reached budgeted revenues by $731,818 (net). The most significant variances were a
negative $593,956 in fees, fines and charges for services, a negative $2g6,041 in sales and use laxes
revenues,-and-a oegative $100,831 in property taxes revenues. These variances were partially offset by a
positive $342,236 in intergovernmental revenues. The Municipality also reported a net negative varian;eol $102,972 between revised budgeted appropriations and actual expenditures due to increased
expen-ditures in the general government category. There was also a negative variance of g209,570 in
other financing sources (uses), Actual revenues were exceeded by actual ;xpenditures by g1,044,j60_

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets

At the end of the fiscal year, the l\4unicipatity has invested $.18,822,252 (net of accumulated depreciation)
in a broad range of capital assets, including buildings, parks, roads, bridges, land and equipment. This
amount represents a net increase of 6% over the prioa year.

TABLE 4

Capital Assets, net

ov€rnmental Activities
2010 2009

Non.deprsciable assets:
Land
Construciion in progress

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

$ 1,570,654 $ 1,570,654
1,955,167 2,324,270

1,357,331 1,468,305
10,399,736 9,092,529
1,465,620 1,074.451
2,073,144 2.227.240

18,822,252 $ 17,757.449

ROM4N TORO &CO., CSP Ce iled pubtic Accot tants and Business Consuhahts
PO BOX 3043 YAUCO pR 00698-3013 . TEL. (787) 856 6220 FAX: 08h 856 6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2OIO

The Municipality's major capitar projects that were still in construction as of June 30, 2010 are as fo[ows:. lmprovements to the Municipal Cementery, $905,581. Construction of "Liche Lluch" basketball court _ $388,427. Construction of bridge over "Et Brujo' river - g2.18,738
. Construction on Cartagena Lagoon boundaries - $140.85.1

During the fiscal year 2009-2010 the [4unicipatity finished some significant projects such as the
construction ol "Plaza-Miadof San pedro in La parguera ward ($827,809), the construction of the
Pjnalejos_basketball court ($266,093), and the remodel-ing of tne otA UuitOing ot ttre Famity Department
($231,505). 

_The lvlunicipality atso acquired a total of $267,731 in vehictes ana machinery a;d equapment
during the fiscal yeat 2009-2010, inctuding three vehicles for $24,738, one truck fol $i09,ti95, and
security and rescue equipment for 954,158.

The Municipality's fiscal year 2010-20f1 capital budget ca s for some minor poects including fhe
conclusion of the projects described above still in construction at June 30, 2OiO with an esti;ated
remaining cost of over $995,000. Among other projects, the Municipality plans to start the construction ofa basketball courl in La Haya ward at an estimated cost of $4OO,OOO, and the conclusion of other
munacipal projects such as the Municipal Convention Center at an estimated total cost of gi15,OOO and
the conclusion of the Landfill Mitigation project at an estimated totat cosl of g112,500. These projects witi
be tinanced through Federal and Commonwealth grants, funds from the Commonweattfr Leg;slature,
general obligation bonds and Municipal Iunds. More detailed info.mation about the Municipality;s capitar
assets is presented in Note F to the financial statemenls.

Long-tem debt

At year-end, the Municipality had 99,494,000 jn generaland special bonds and notes, a decrease of
2% with resp€cl to the prior year. The following is a summary of the lvlunicipality's outstanding debt
as ot June 30. 2010 and 2009j

TABLE 5

Generalalt special obligation bonds and notes
Note payable to CR|M- Law No. 42
Note payable ro cRlM- LtMs
Nole payable lo CRIM- linandng ol detinquent accounts

Landllllclosurc and post{losure carc osts
Compensaled absences
Christmas bonus payable
Judgmenlsand claims
P.R. Depadmeni oI Treasrry - propedy taxes

Liabililies exoecied lo be rennarEed
Noie payable to Gaelat Se&ice Administration
Note payable lo P.R. DeFa.tmeni ot Labor

2010 2009

9,494,000
308,418
45,238

118,096
57,702

962,255
2,506,151

263,456

3.607
355,975

Governmslral Activities

244,881
2AO,U6

'14,600,425

9,733,000
314,620

73,259
123,464
51,862

829,'165
2,442,276

242,3:37
1,000
3,255

182,909
364,040
2A4,AA1

14,646,068

ROMAN TORO A CO,,
PO BOX 3043 YAUCO PR

CSP Cefliled Public Accontantsand Business Consuttakts
00698-3043 . TEL. (787) 8s6-6220 F.4\Y: 08n 856-6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2O,IO

The Municipality reported a net increase in the other long{erm debts of $193,357. This increase wasmostly affected by the net effect from the decrease oi $gOa,O+O in the tiabitities expected to be
refinanced, wilh increases of $200,646, $f73,066 and $133,090 from the new debt from the note payabte
to P.R. Department of Labor, a 2010 note payable to the puerto Rico Electric power Authority, and the
liability of landfill closure and post-crosure care costs, respectivery. More detaired information about the
Municipality's long-term tiabilities is presented in Note c of ihe fina;ciat statemenrs.

ECONOITIIC FACTORS AND NEXT YEAR,S BUDGET

The Municipality's officials considered ce.tain factors when establishing the fiscat year 2010-2011 budget.
One of these factors is the economy. Among economic areas considead are the ;stimates for the gro-Mhin population, personal income, housing statislics and unemployment rates. The Municiiality's
unemployment rate now stands at 16.9%, which compares with the 

_Commonwealth 
rate of 16.6010 at

June.2010.

Fot. yeat 2010-2011 the tlrunicipality applied a conservative approach in the development of budget
estimates. Amounts available for appropriations in the General Fund are 91i,245.809 representingin
increase of 5% with respect to prior year estimates. Budgeted expenditures are expected to rise
accordingly to the increase of budgeted revenues. lf these estimates are realized, the Municipality,s
budgetary general fund balance is expected io increase modesfly by the close of the 2OlO_201i fis;al
year. ln addition to the general fund estimated budget the Municipality plans to submit to the Federal and
Commonwealth government fund proposals for welfare and community development as well as
permanenl capital improvements and public works. The construction industry has been one of the major
sources ofincome generated by the [4unicipality, cont.ibuting with constructi;n permits fees from housi;g
projects This industry has also generated another lype of permanent revenue in the form of properli
taxes which has been the principal individual source of revenues in the last few years. Management
believes thal this contribution level will be maintained in next year. ln addition the s;les and use laxes,
along with recent impositions in permit fees, are expected to increase significanfly the income generatei
by the [runicipality.

CONTACTING THE MU}IICIPALITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview
of the Municipality's finances and to demonstrate the lvlunicipalitys accountability f;r the money it
receives. lf you have any questions about this report or need any additional infoimation contact ihe
Finance Department at the l\4unicipality of Lajas, pO Box 9jO Lajas, p.R_ 00667.

ROM4N TORO & CO.. CSP Cetiled Public Accontants and Business Consultants 
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COM MONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

STATEM EN T OF NET ASSETS
JUNE 30, Ml O

ASSETS

Cash and cash eqlivalents
Receivables, net:

Fees and charges from services
Due from:

Com m onwealth Govemm6nt (note C)
Federa I Govem m ent (note C)

Restricted assets:
Cash and cash equivalenls
Cash with fiscalagent

Deferred bond issuance costs, net of accumulated
amortizalion of $59,953

Capital assels (note F):
Land and conslruction in progress
Othar capital assets, net

Total capital assets, nel
Total assets

LIABILITIES

Bank Overdraft
Accounts payable and accrued liabitities
lnteresl payable
Due lo:

Com monwealth Govemment (note C)
Oeposits payable
Deferred revenues:

Municipal License taxes
lntergovernmental - Com monwealth agencies
lntergovernm ental - Federal grants

Long term liabilities (nole c):
Due within one year
Due in more than one year

Total liabilities

Gov€rnm ental
Aclivitios

$-

35,039

816,882
311,857

3,869,862
4,923,576

29,576

3,525,A21
15,296.431
18,822,252
28,815.444

$ 205,922
'1,568,306

120,97a

629,719

707,738

9,349

1,724,187
12,872,238

NET ASSETS

lnvesled in capital assets, nel of relaled debl
R estricted for:

Debt service
Capital Projects
Other specified purposes

Unrestricted (deficil)
Total n6t assets

17 ,844,632

.14,274,634

1,610,748
3,4 38,676

529,U2
(8,882,988)

s 10,970,412

The accompanying notes are an integral part ofthis statement
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COMMONWEALTH OF PUERTO RICO
MUNIC IPALITY OF LAJAS

RECONCILIATION OF THE BALAN CE SHEET . GOVERNMENTAL FUN OS TO THE
STATEMENT OF NET ASSETS

JUNE 30, MlO

Total fund balances- governmentat funds

A mounls repfited for governm enhl activities in the statement of
nel assels are different because:

- Capiblasseb used in govemmenbl &tivilies ae not curot
financial resourses ard, herefoe, are not reportec, jn lhe
govemmentd funcb balance sheet

olherasseis used h qo!,emmenbl actv lies are not curat
financial resources ad, lherefole, are not reported in lhe funds:

_ Deenedchrges - bond issrancecosls

Other assels are not avaibbte to p4/ curent-petud expenditures
and, lherefore, a,e &fen€d in lhe funds:

- D ue from C omrnonuealth Govem ment
Chdslrnas bonus reimburssnenl
Sales and use bx- ceneratFund

_ P.R. Electic PovrerAuthairy (pREpA)
Law M. 2 Granr
pubtic Sch@ts tmprovem€nb Offce

Due from Fe&rat Govemm€nt:

- Fe&ratgrant - CDBG

lnterest liatilities ar6 not due and payable in lh e ornent
_ period and therebre, ale not reporbd in the fundsj

Long bm tiabitties, including bonds paydle, ae notdue and
payable in lhe cunent period a cl ther€fore, are not reporbd

- in lhefunds
Generat odigation bonds and notes
Note payable toCRtM-Law No. 42

_ Note payable to CRtM-LttVS
Note payabte to CRtM{inancing ofdetinqrenl accounts
M unrcjpat landfill ctosrre and post ctosure
Paydte to C Rt M-excess of propedy tax adva ces

- Compensaled absences
Christmas Bonus
Obtigatims un*r captat te6es

- Nole payable lo P.R. G€nsat S gvices Administral,on
Detr pafable to P.R. Etectic Po,,Gr A uflonty (pREpA)
Ded payabte to p.R. Deparhent of Labt,

- Netasset of qov€rnm enlal activities:

$ s,so7,s27

'18,822,252

29,576

$ 131,728
19,732

355,975
8,610
4,683 520,728

105

(25,684)

(8,889,000)
(308,418)

(45,238)
(118,096)
(s62,2s5)

(3,607)
(2,506,151)

(263,456)

.57,7O2)
(184,179)
(355,975)
(190,01s) (13,884,092)

The accompanying notes are an integral part of this statement

$ 10,970,4't2
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FIJNDBALANCES (DEFICIT). GOVERNMENTAL FUNDS TO THE STATEMENT OF A'iIViiI;'
FISCAL YEAR ENOED JUNE 30, 20IO

N6t chang€ in tund bdanc63 (dencir) - tota I governm €ntat funds:

Amounls Epoded for govsnmentat aciivities in thestatement ofAciiviiie6 arc
ditrtrent becase:

Govemm€nbt funds repdts capitat assets outays as expenditur€. How€ver,
in the Slabmerlrof Aciivnies, the cost of rho6e asseb is alocated ovs
theireslimated usefu ives and reported as depreciation aponse:

Expeditures for capitat assots
Less: curent year dep€cialio{

Go/€mmenbtfunds report he effecl of bond isuarcecosts as expendit!re
whendebt is fnsi issued, wh€reas th6e amounls a€ deferred and
arnoniz€d in theSiaterneit ofAciivities_ This amount is ihe net etrect o,
hese differonces:
Bond issuance cts
Amortization of bond issuanc€ ccts

Revenu€s in theStatmert ofActivities that dr not provire cu reni timn ciat
resourc6 are rlot reported as revencs in tflefunds:
Ctristmas bonus reimbursmnr
Sal6 and use tax-cenerat Fund
P.R. Electric Power Autrorny (pREpA)
Fede€lGrEir - CDBG
Law m. 2 Granr
School lmprcvemsts Office
Donaied Capiiat Assets

Revenu es repo.i€d in fu nds which are not repo.ted 6 reve r! es i n th e
stat6ment of Activities:
Ch6lmas torus re ih b Lisern en rrnd year
Properv Tdes,Gen€.at Fund
FedeEtGranr- CDBG
P.R. Et€ctric power Authoriry (pREpA)

ftoceds fmm tongterm debrs are oth€.li En cing sources in ihe
govmmenial run.ts, but incrase tongt€rm tiabititi€s in the stai€mern
of Net Assers:

E{psditur€s reporEd intunds rtich a.e nol repo.t€d as e)Ae.rs€6 inthe
sialemert of Aclivities:

Matured bnds principat paym€nis (net change)

Repayment or long tm d€bt h an ep€nditure in rhego/emmenrar furds,
but red uc6 to ng-ie.m I ia bititi€6 in the Stat€fn ent of N ei Assds:
Gen€ral oU igation bonds and not€s
Othd tonq-term tiabititi€s

somsexpssG r€ported in the stdement ofacovilies do not r€quirethe
use of cunent linanciat resor rces and th€refore ae noi reported as
apenditures in hegovemmatar fun(h:
Cmpensated absenc6s
Ctristmas bonus
Debtpaymenl ro PR. Et€clric p e.Authonty
Prior Year Prope.ty Tax6
Municipaltardfitt
Accrued inter€sl payabte (net chaogE) aff orh6s

change in n€l assets otgolernm.ntat aclivities:

$ 1,881,977
(825,667)

867

\7,211)

\2,126,O14)

1,0€6,310

(6,344)

452,413

131,n4
19,732

319,063
105

8,610
4,6€3
a 492

(12r,169)

{59,r69)
\225,619)
(145,997)

609,@0
1,'141,64

(131,295)
(263,2156)
(478,595)

(133,090)
6,616

(551,954)

(586,800)

55,000

1,750 564

(1,0@,172)

$ (916,997)

The accompanying noles a re an nleg ra pa rt of rh 6 staremenl
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The t unicipality of Lajas was founded on Juty 1, 1883. The Municipality is governed by the executive
and the legislative branch erected for a four year term during the generaierdtions in puerto Rico. The
Mayor is the execurive officer and the regisrative branch ionsisis of fourteen (14) members of thel unicipal Legislature. The [4uniciparity engages in comprehensive range of serviies to the community
such ast general government administration, public works, health, e;vironmental control, education,
public security, welfare, housing, community development and cullure and recreation activities.

The financial statements of the Municiparity have been prepared in accordance with accounling principres
generally accepted in the united states as applied to governmental unils. The Governmental eccounting
standards Board (GASB) is the standard-setting body for governmentar accounting and financia]
reporting. The GAsB periodicarry updates its existing Governmental Accounting and Fin;nciar Reporting
standards, x/trich, along with subsequent GASB pronouncements (statem;nts and lnterprelationsi
constitutes GAAP for governmental units.

1. Financial reporting entity

The financiar reporting entity included in this report consists of the financial statements of the
Municipality of Lajas (primary government). To fairly present the financial position and the results
of operations of the financial reporting entity, management must determine whether its reporting
entily consists of only the legal entjty known as the primary government or one or more
organizations called component units. The inclusion of a potential component unit in the primary
governmenl's reporting entity depends on whether the primary government is financially accountabl;
for the potential component unit or on whether the nature and signiflcance of the relatio;ship with the
primary government is such that exclusion would cause the reporting entity,s financial statements to
be misleading or incomplete. There are two methods of presentati6n of ihe componenl unit in the
financial statements: (a) blending the financial data of the component unils, balances and
transactions in a manner similar to the presentation of the Municipality,s balances and (b) discrete
presentation of the component unit's financial data jn columns separate from the [4u;icipality,s
balances and transactions.

The basic crileria for deciding financial accounlability are any one of the following:

a. Fiscal dependency of the potential component unjt on the primary government, orb. The primary government appoints a voting majority of the potenti;l component unit,s governing
body and,

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

2) A Iinancial benefiU burden exist between the primary government and the potential component
unit.

RO|\,LAN TORO & CO., CSP Certifed Pubtic Accomtantsdnd Business Consuhants zo
PO ROX 3043 YAUCO pR 00698 3043 . TEL. (787) 856 6220 FAX: 08L 8566233



NOTE A - SUMMARY OF StGNtF|CANT ACCOUNTTNG pOLtCtES _ Continued

ln addition, a legally separate, tax-exempt organization should be discretely presented as a
component unit ofa reportrng entity if allof the following cr(eria are met:

a. The economic resources received or held by the separate organization are entirely or almost
entirelyfor the direct benefit ofthe primary government, its comionent units, or its constituents.b. The primary government, or its componenl units, is entifled to, or has th; abitity to otheMise
access, a majority ofthe economic resources received or held by the separale organization.c. The economic resources received or held by an individual orga;ization that the apecific primary
government, or its component units, is entifled to, or has the ability to otherwse access, are
slgnificant to the primary governmenl_

other organizations shourd be evaruated as potentaal component units iI they are crosery related to,
or. financially integrated wilh, the primary governmeni. professional ju;gment is'apptied in
determining whether the rerationship between a primary government and oi'her organizaiions for
which the primary government is not accountabre and thai to not meet these criteria is such that
exclusion of the organization would render the financial statements of the reporting entity misleading
or incomplete.

Based on the above criteria there are no potenlial component units which should be included as part
of the financial slatements.

Basis of presentation, measurement focus and basis ofaccounting

The 
^financial 

report of the Municipality consists of the Management,s Discussion and Analysis
(MD&A), basic financial statements, noles to the financial slate;ents and requjred supplemeniary
informatlon other than the l\4D&A. Following is a summary presentation of each, including th;
measurement focus and basis of accounling. Measurement f;cus is a term used to describe ;h/bh
lransactions are recorded within the various financial statements. Basis of accounting refers to when
transactions are recorded regardless of the measurement focus:

Manaoem6nt's Discussion and Analvsis

This consists of a narrative introduclion and anaryticar overview of the [4uniciparity's fioanciar
activities. This anarysis is simirar to the anarysis the private sector provides in their annuar reporls.

Basic fi nancial statements

Basic financial statemenls incrude both governmenlwide and fund financial state.nents. Both
levels of statements categorize primary activities as governmental type, which are primarily
supported by taxes and intergovernmental revenues.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2OIO
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 20IO

NOTE A. SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES - Continued

Government-wide stat.ments

The government-wide statements consist of a statement of Net Assets and a statement of
Activities. These statements are prepared using the economic resources measurement focus,
which concenhates on an entitys net assets. All transactions and events that affect the totar
economic resources (net assets) during the period are reported. The statements are reporled on
lhe accrual basis of accounting. Revenues are recognized in the period earned and expenses
recognized in the period in which the associated riabirity is incurred. Fiduciary activities, if any,
whose resources are not available to finance gove.nment programs, are excluded from thi
government-wide statemenls. The effect of inter-fund activities is eliminated.

The Statement of Net Assets incorporates all capital (long_lived) assets and receivables as well as
long-term debt and obligations. The Statement of Activities repo(s revenues and expenses in a
format that focus on the net cost of each function of the Municiparity. Both the gross and net cost
of the function, which js otheMise being supported by the geniral gor.,nient revenues, is
compared to the revenues generated direcfly by the functio;. This Statement reduces gross
expenses, including depreciation, by related program revenues, operating and capital grants; and
contributions. Program revenues must be direc y associated with the funclion.

The types of hansactions included as program revenues are: charges for services, fees, licenses
and permils; operating grants which include operating-specific anddiscretionary (either operating
or capital) grants; and capital grants which are capital-specific grants. lniernally dedicate;
resources are reported as general revenues rather than as program revenues. Likewise, general
revenues jnclude all taxes. Property taxes (imposed non_exchange transactions) are rec;gnized
as revenues in the year for which they are levied and municipal license taxes and sales aid use
taxes (derived tax revenues) when the underlying exchange has occurred and time requjrements
are met_ Revenues on bolh operating and capital grants are recognized when ali eligibility
requirements (includlng time requjrements) imposed by the provider have been met. For certai;
expenditure-driven grants, revenue is recognized after allowable expenditures are incurred_ As a
policy, indirect expenses in the Statement of Activities are not allocated. The l\4u nicipality first uses
restricted assets for expenses incurred for which both restricted and unrestricted ;ssets are
available.

The l\4unicipality reports deferred revenues in the governmenlwide statements. Deferred
revenues arise when resources are received before the Municipality has a legal claim to them or
before applicable eligibility requirements are met (in case of cert;in federai expenditure-driven
grants if resources are received before allowable expenditures are incuned). ln subsequent
periods, when the lvlunicipatity has a legat ctaim to the resources, the liabitityfor deferred revenues
is removed and the revenue is recognized.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE A - SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES _ Continued

Private-sector standards of accounting and financial reporting issued prior to December 1, 19g9generally are forrowed in the government-wide finaniiar stitements to the exlent that those
standards do not conflict with or contradict guidance of the Governmental Accounting Standards
Board. The l4unicipality has elected not to follow subsequent statements and inGrpretations
issued by the FASB after November 30. 1989.

Fund Statements

The financial transactions of the l\runicipality are recorded in individual funds, each of which are
considered an independent fiscar entity. Each fund is accounted for by providing a separale set of
self balancing accounts that comprjse its assets, liabilities, reserves;iund eqiity, revenues and
expenditures. Funds are segregated according to their intended purpose which heips management
in demonstraling compliance with legal, financial and contractual p;ovisions. Governmentat Funds
are those through which most governmenlal functions of the Municipality are flnanced. The
governmental fund statements include a Balance Sheet and a Statement ot Revenues,
Expenditures and Changes in Fund Balances with one column for the general fund, one for each
major fund and one column combining all non-major governmental funds. Major funds are
determined based on a minimum criterion, that is, a percentage of lhe assets, liabjlities, revenues
or expenditures or based on the Municipality,s official,s criteria if the fund is parlicularly important
to financial statement users (for Community Development Block Grant program Fund). 

-

The Munlcipality reports the following major governmentalfunds:

General Fund: This is the operating fund of the Municipality and accounts for all financial
resources, except those required lo be accounted for in anotherfund.

Commonwealth Leoislature Resolutions Fund: This fund accounts for reveoue sources from
grants provided by the Commonwealth's Legislature for specific purposes which include, among
others, acquisilion, developmentand improvements of capital assets.

Debt Service Fund: This fund is used to account for the accumulation of resources for. and the
payment ol general long{erm debt principal and interest.

gqloI[unitv Developmqni Block Grant proqram Fund (CDBG): CDBG fund is used to accouot
tor revenue sources for the development of viable urban communities by providing decent
housing, a suitable living environment and expanding economic opportuniies, princi-pally for
persons of low and moderale income.

$2,215j000 Loan lssuance Fund: This fund accounts for proceeds from the $2,215,000 special
obligation note issuance by the Governmental Development Bank of p.R. (GbB) for specific
purposes that is, financing of capital improvements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE A. SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES . Continued

Permane-d qapital lmprovements Fund: The permanenl Capital lmprovement fund is used to
account for the moneys received from the $57S,0OO,OOO in 2006 Series A pubtic lmprovement
Bonds issued by Commonwealth Government for specific puaposes that is, financing of capital
lmprovements.

The governmental fund financial statements are accounted for using the curent financial
resources measurement focus and the modified accrual basis of accounting. under this method of
accounting, revenues are recognized when they are susceptible to accrual (i.e. both measurable
and available). Revenues are considered to be avajlable when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose,
the l unicipality considers revenues to be available if they are collected witnin 90 Aays oi the enJ
ofthe current fiscal period except for property taxes for which the availabilily period is 60 days.

Revenues susceptible to accrual include property taxes. recognized as revenues in the year for
which they are levied; munjcjpal license taxes and sales and use taxes, recognized wien the
underlying exchange has occurred and time requirements are met and interest. ln applying the
susc€ptible to accrual concept to intergovernmental revenues, revenues ate recognjzed wh;n all
eligibility requirements (including time requjrements) imposed by the provider have been met and
revenue becomes available. There are, however, essenlially two types of these revenues. ln the
first case, on expenditure-driven grants, monies must be expen;ed on the specific project or
purpose (eligibility requhement), before any amounts are paid to the Municipality. Revenue is,
therefore, recognized as expenditures are incurred to the extent available. ln lhe other cases,
monies are virtually unrestricted and are generally revocable only for failure to comply with
prescribed compljance requhements. ln these cases revenues are recognized as the time of
receipt or earlier if the susceptible to accrual criterja is met_ Licenses ani permits, charges for
services, rent, fines and miscellaneous revenues are generally recoaded as revenues when
recejved or are recognized earlier if the susceptible to accrual criteria is met.

The ldunicipality reporls in the governmental fund financial statements deferred revenues which
arise when potentiar revenue does not meet both measurabre and availabre criteria for recognition
in the current period (in the governmenlwide statements revenue is recognized as soon is it is
earned regardless of its availabitity). Deferred revenues also arise when resources are received
before.the Lilunicipality has a legal claim to them or before applicable eligibility requirements are
met. (ln case of certain federal expenditure-driven grants if resourcds are receNed before
allowable expenditures are incurred). rn subsequent periods, when the revenue recognition criteria
is met, or when the irunicipality has a legal clajm to the resources, the liabiliti for deferred
revenues is removed from the balance sheet and the revenue is recognized.

Expenditures are generally recognized when the related liability is incuned. Certain exceptions to
this fundamental concept include the following:
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NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2O1O

NOTE A - SUMMARY OF SIcNIFICANT ACCOUNTTNG pOLtCtES - Continued

(1) payments of principal and interest on general long-term debt, which are recorded as
expenditures when due, except for principal and interest due on July 1 (in this case amounts are
recorded as liabilities and expenditures on June 30 since amounts have been accumulated or
transferred to the debt service fund before July I payrnents are made) and (2) vested
compensated absences, claims and judgments and specral termination benefits hich are
recorded as expendilures only to the extent that they are expected to be liqujdated with
expendable financial resources (in the governmenlwide statements the expense and related
accrual liability for long-term portions of debt must be included). Since the governmental fund
statements are presented on a different measurement focus and basis of aacounting than the
governmenlwide statements, a reconciliation is necessary to explain the adjustments needed to
lransform the fund financial statements into the governmenlwide statements. This reconciliation is
part of the financial statements.

Notes to Financial Statements

The notes-to financial statements provide information that is essential to a user,s understanding of
the basic financial statements.

Reouir€d Supolementarv lnformation

Required supplementary informalion consists of the Budgetary Comparison Schedule _ General
Fund as required by GASB.

2. Depsits and inveslments

Cash and cash equivalents consist of cash on hand, demand deposits and short-term jnvestments
with original maturities of three months or less from the date of acquisition. The Munjcipality
follows the practice of pooling cash of all funds except for certain Commonwealth,s giantj,
restricted funds generally held by outside custodians and federal grants. Available poolei cash
balance beyond immediate needs is invested in c€rtificates of deposits. Cash and cash
equivalents related to Commonwealth and Federal grants (including Commonwealth Legislature
Resolutions) are restricted since their use is limited by applicable agraements or required b, hw.

The laws and regulations of lhe Commonwealth of puerlo Rico authorize the Municipality to invest
only in obligations of the Commonwealth, obligations of the United States of America, certificates
of deposits, commercial paper, bankers' acceptances, or in pools of obligations of the
municipalities of Puerto Rico, which are managed by the Governmental Development Bank for
Puedo Rico CGDB').
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2O1O

NOTE A . SUMMARY OF SIcNIFICANT ACCOUNTTNG pOLtCtES - Confinued

3. Restdcred assefs

Restricted assets are liquid assets which have third-party limitations on their use_ Cash and cash
equivalents related to Commonwealth and Federal grants (including Commonwealth Legislature
Resolutions) are restricted since their use is limited by applicable ag;eements or required by law.
Reskicted cash with fiscal agent in the debt service fund consists of the undisbursed balance of
property and sales tax collections retained by the Commonwealth of puerto Rico which are restricted
for the repayment of the Municipality's general and special obligation bonds and notes as
established by law. Restricted cash with fiscal agent of the other governmental funds represent the
undisbursed proceeds of certain bonds, loans or grants which are maintained in a cash custodian
account by the GDB or a federal government agency.

1. Receivables and due from govammental entities

Receivables are stated net of estimated allowances for uncollectible accounts, which are determined
upon past collection experience and curent economic conditions. Amounts due from federal
governmenl represent amounts owed to the Municipality for the rejmbursement of expenditures
incured pursuant to federally funded programs. Amounts reported in the debt seNice fund represent
property and sales tax revenues of current flscal year collected by the CRI[4 (property tax) and the
Puerto Rico Department of Treasury (sales tax) on the subsequent fiscal year.

5. lnlertund r*eivables and payables

Activitjes among funds that are representative of lending/borrowing anangemenls outstanding at the
end of the fiscal year are referred to as either'due from/to other funds, (i_e., the current portion of
interfund loans) or'advances to/from other funds' (i.e., the non-current portion of interfund loans). All
other outstanding balances among funds are reported as 'due faom/to other funds".

6. Invenaanies

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

7. Capilal assets

Capital assets reported in the governmental activities in the Statemenls of Net Assets include
property, plant. equipment and infrashucture, (e_g., roads, bridges, sidewalks, and similar items).
The Municipalaty deflnes capital assets (except for infrastructure assets) as assets that have an
individual cost of $500 or more and have a useful life of one or more years. lnf.astructure assets are
capitalized based on a percentage of the estimated useful life. The cost of normal mainlenance and
repairs that do not add to the value ofthe assets or materially extend assets lives are not capitalized.
Major outlays for capital assets and improvements are capitalized as projects are conshucted.
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NOTES TO BASIC FINANCIAL STATEMENTS
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Capital assets are capitalized at historical cost or estimated historical cost if historical cost is not
available. Donated assets are recorded as capital assets at their estimated fair market value at the
date of donation. All capital assets, other than land and construction in progress, are depreciated
using the straight-line method over the following useful lives:

D6scriolion

Buildings and building impro\,€monls

Venides, machinery and eAipmenl

YgerE

20
3G50
2Gs0
*20

ln accordance with current accounting standards capital assets are reviewed for impairment.
lmpairment occurs when there is a significant decline in asset service utility due to the occurrence of
a prominent event or change in circumstances affecting the asset. Current standards provide
guidance for accounting and reporting for impairment and for insurance recoveries.

8. Long-tenn obligations

Long{erm debt and other long{erm obligations, which are reported as liabilities in the governmenlal
activities column in the Statement of Net Assets, consist of general and special obligation bonds,
liabilities for compensated absences, claims and judgments, and long{erm liabilities to other
governmental entities.

9. Defefid bond issuarrce cosrs

Bond issuance costs are reported as deferred charges and amortized as required by current
standards. Governmental fund types recognize bond issuance costs as expenditures during the
current period. Those issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as expendjtures in the appropriate fund.

1 0. Com,€nsated absences

The Municipality's employees accumulate vacation, sick leave and compensatory iime based on
continuous service. Compensated absences are recorded as a liability if (1) are earned on the basis
of services already performed by employees, (2) it is probable that will be paid (in the form of paid
time off, cash payments at termination or retirement, or some other means) and (3) are not
contingent on a specific event (such as illness). The compensated absences are accumulated on the
basis of 2% days per month of vacation and 1% days per month of sick pay and compensatory tame
up to a maximum of 60 days of vacations and 90 days of sick leave. Upon separation from
employment the accumulated vacations are liquidated up to the maximum number of days.
Accumulated sick leave, which is accrled based on all vesting amounts for which payment is
probable, is liquidated to employees with 10 years or more service up to the maximum number of
days.
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NOTE A - SUMMARY OF SIcNIFICANT ACCOUNTING POL|CtES. Contanued

The accrual of compensated absences includes estimated payments that are related to payroll. The
entire compensated absence liability is reported on the government-wide financjal statements. For
governmental fund financial statemenis, the current portion of unpaid compensated absences is the
amount that is normally expected to be paid using expendable available financial resources. The
non-current portion ofthe liability is not reported.

Pursuant to Law No. 152 of August 20, 1996 effective July 1, 1997 the Municipality is required to pay
any excess of vacations and sick leave accumulated over 90 days as of December 31 of each year.
Payments should be made on or before March 31 ofthe following year.

11. Fund balances end rvet,Assets

ln the fund financjal statemenis, governmental funds report reserved and unreserved fund balances_
Reservations of fund balances represent portions that are legally segregated for a specific futlre use
or are not appropriated for expenditure. The Municipality has the following reservations of fund
balances:

Encumbrancesr Represent future expenditures under purchase oders and olher commitments, which
genemlly willbecome liabilities in tuture periods as the goods or services are recejved.

Debt Service: Represent net assets available tofinancetuture debt service paymenls.

Capital Pmjects: Represenl amounts to be used for future expenditures for capitat projects under
conlracls and other commitmenls. These commitments generatty wittbecome tiabitities in
tuturc periods as lne projects are completed.

Otherspecmed Represent amounts to be used for fulure expenditures of Federal and Commonwealth,spurposes: grants as well as funds reserved lhrough enabling legislation passed by the govemment
itself, to be us€d to finance activiti€s other than conslruclion or capital improvement
commitments

Representthe non-cunent portion of interfund loans,

Fund balance unreserved-designated represents amounts assigned by Management for future
spending tofinance operational costs which are not legally segregated.

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

lnvesled in capilal Consist of capital asset balances net of accumulated depreciation and outstanding
assets, netof balances of any bonds, notes and other bonowings thal are attdbutabte lo the
related debt acquisition, construction, or improvement of those asssts_ This category shoutd nol

include cash that is resticted lo capital asset acquisition or construction (unspent bond
proceeds) afld any unamortized debt issue costs.
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NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 20.t0

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTTNG pOLtCtES - Conrinued

Reslricted nel Represent net assets (restricted assets net of retated debo that are subject toassets: restrictions beyond lhe Munacipatity,s controt. Thes€ inctucte restrictions lhat are
extemally imposed (by creditors, granlors, conlributors, or taws and regutations of other
govemments) or reslrictions imposed by the taw through constitutionat provisions or
enabting tegjstation (inctuding enabting tegistation passed by the govemment itsel0.

Unreslricted net Represenl net assets lhat do not meet the defnilion of net assels invested in capitalassets: assets, net oI related debt or restricted. Unrestricted assets are oflen designatea to
indicate that management does not considerthem to be available for general operations.
These lypes of co;straints are rnternat and management c€n remo;e or modiry them.
Designations are not repo(ed on the face of lhe statement of net assots.

1 2. I ntefiund tansa cti ons

The Municipality reports certain transactions as transfers, which are legally required transfers that
are reported when incurred as'Transfers-in" by the recipient firnd and as .Transfers-out, by the
disbursing fund.

13. Risk financing

The Puerto Rico TreEsury Department (PRDT) acts as an agent, obtaining and determining the
coverage lor the municipalities of Puerto Rico. The coverage for the Municipality of Lajas consiats of
professional, public responsibility, property and theft, auto and fidelity bond coverage.

lnsurance policies costs are allocated by PRDT among all the muoicioalities of puerto Rico.
Payment of the Municipality's insurance premiums is monthly deducted trom advances of property
tax and amounts of municipal equalization fund send to the i,,lunicipality by the l\runicipal Revenue
Collection Center (CRIM). Workers compensation insurance is also deducted from the monthly
advances by the CRIM. Settled cases have not exceeded insurance coverage for any of the pasi
three years,

14. Use of eslimates

The preparalion of the basic flnancial statements in accordance with accounting principles generally
accepted in the United States ofAmerica requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assels and
liabilities at the date of the basic financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from those estimates.

15. Future adoption ol accou nting pronouncements

The GASB has issued the followjng statements, which the Municipality has not yet adopted:
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NOTE A. SUMMARY OF SIcNIFICANT ACCOUNTTNG POLtCtES - Continued

Statement
To be Adopted in
Fiscal year ended,

54

57

5g

Fund Balance Reporting and Governmental Fund Type
Deflnition

OPEB Measurements by Agent Employers and Agent
Multiple-Employer Plans

Financial lnstruments Omnibus

June 30, 2011

June 30, 2012

June 30, 2011

The impact of these stalements on the l\runicipality's financial statements has not yet been determined.

NOTE B - DEPOSITS

Custodial credit risk is the risk that in the event of a bank failure, the government,s deposits may not be
returned to it. The Municipality maintains cash deposits in commercial and governmental banks located in
Puerto Rico. Under Commonwealth of Puerto Rico statutes, public funds deposited in commercial banks
must be fully collateralized for the amount deposited in excess of federal deposit insurance. All securities
pledged as collateral by the Municipality are held by the Secretary of Treasury of puerto Rico in the
l\,lunicipality's name.

At year-end the L4unicipality's bank balance of deposits in commercial banks amounting to 93,620,420
was covered by federal depository insurance or by collateral held by the Secretary of Treasury of puerto
Rico in the l\4unicipality's name- Deposits in governmental banks (all of which are uninsured and
uncollateralized), are exposed to custodial credit risk. At year-end lhe Municipality's bank balance in
governmental banks amounts to $4,621,936.
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NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,20IO

NOTE C. DUE FROM (TO) GOVERNMENTAL ENTITIES

7. Amounts due from governmental enlilies as of June 30, 2010 follows:

Government

Maiorfund - General fund:
P.R. Electric Power Authority {PREPA)
P.R. Department of Treasury - Chrislmas

bonus reimbursement
P.R. Department of Treasury - sales and use

taxes-1%and Municipal Developmentfund

Malor Iund - Debt seryicetund:
Municipal Revenue Collection Center (CRIM)

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

taxes-Municipal Redemption Fund

Maiorfund - CDBG fund:
Oflice of Commissioner of Municrpdl Affarrs -

CDBG

Other oovernm€ntal f unds:
P.R. lnfraslruclure Frnancing Authonly
(PRIFA) 'PlNl" Funds

P.R, Departinent of Labor Law I
S pecial Commun ities
P.R. Tmffic Safety Commission
Olhers

$ 355,975

131,724

42,444

13,161

32,172

310,448

1,40;

_!_________!11,927

Certain amounts are recorded as deferred revenue in the governmenlalfunds statements since they
are not available as requrred by current standards. See related note E.

2. Amounts due to governmental entities as of June 30, 2010 follows:

108,157
52.943
26,609

General Services Administmtion
P.R. Employees Retiremenl System (special laws

and curent debl)
P.R. Aqueduct and Sewer Aulhority (PRASA)
P,R. Department of Treasury

$ 304,046

262,420
53,447

9,406

_$ __ q?glls
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NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,20,IO

NOTE D . INTERFUND TRANSACTIONS

1. Due from/to other funds:

Amounis due/from to other funds in the generalfund represent advances to otherfunds to finance payroll,
payroll taxes and other expenditures, as follows:

GeneralFund Maior Fund:
CDBG
Debt Seruice

Other Governmental Fuds:
Child turc

Maior Fund:

$ 44,503
18,664

10,031
52,943

42,771
Othor Governmental Fuds:

Secl on 8

!-,_,]!qgt2
2. fnnsferc in (out):

Transfers among individual funds were made for operational purposes, Transfers include: (1) interest
earned on restricled cash with fiscal agent in the debt setuice fund and operating and capital improvement
loans in olher governmenlal funds which is transfened to lhe general fund, (2) interest in Commonweallh
Legislature Resolutions fund which is transfened to the general fund and, (3) principal and inlerest
paymenls of long-term debt transferred from the general fund to the debt seNice fund.

NOTE E. DEFERRED REVENUES- GOVERNMENTAL FUNDS

Deferred revenues - lnleeovemmental Commonwealth Govemment represent revenues not available as
required by curent slandards and for Federal Granls represent resources received before allowable
expenditurcs are incurred or resources not available as requircd by curent standards. A detail of these
balances follows:

M.ior fund ' Generaltundr
P.R. Eleclric Power Aulhority (PREPA)
P.R. Departmentof Treasury - Ch slmas bonus

P.R. Depa(ment of Treasury - sales and use
taxes-1% and Municipal Development fund

Public Schools lmprcvemenis Off ce

Maior fund - CDBG:
Otfice of Conmissoner of Munrcpa Affairs -

CDBG

Othor oovernmenlal f und:
Law No. 2
Fedelal T€nSl Adminislration (FTA)

$ 355.975

131,724

'19,732

4,683

8,610

2,195- srrBr3

105

9.213
136

_! _________9
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JUNE 30,2O1O

- NOTE F. CAPITAL ASSETS

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

Gov.rnme alactivitiesl
capital assets, nol being

Constructon in prcqrBs

Tolal capitalassets nor being

Land improveh ents
Buildings and buitding

Vehicles, machinery and

Total @pilal assels beinq

Loss accumulated depre iarion

Buildings and building

Vehicles, machinery and

aahnce B.lanc6
Julyt,2009 lncreas* D€.r.ases June3o, 2010

$1,570,6tr$-$-$1.570.654
2,324,210 1,'146,135 1,515,238 1,955,167

x,8e/.924 1,146,135 1,515,238 3,525.821

5.1 .724 267,731

3,800,499

11,049,182 1,527,76?
30,554,456 464,075

- 3,800.899

- 12,576,949
- 31,018,531

82,800 5.983,655

51,203.261 2,259,573

2,XU.594 110,374

1,956,653 220,W
29.480,005 72.906

3,571,4l]4 421,427

42,800 53,380,03

2,442,968

- 2,177,213
- 29,552,911

82,800 3,910,511

Total a ccumulated depreiation 37,340,736 a25.667
Tolal epilal assels being

depreiated, net 1,433,906

Governm ental activities @pital

Depreciation expense was charged to functions/programs ofthe Municipality as follows:

Governmenial actlvitles:

I ____i29q.1!L

t__11t51-.44s l____?.!9q!4l _!______l=!1!t!8 _1 1!41L

General govemment
Public wo*s and sanitation
Publac safety
Culture and recrealion
Weffare and communily development
Heahh

$ 205,352
2'ts,656

76,811
114,353
174,426

31,069
Total deprecialion expense, govemmental aclivities $ 825,667
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2010

NOTEG.LONG-TERMDEBT

1. Summary of lorrg- teni debt acivity

The following summarizes activity in long{erm debt for the fiscal yeaa ended June 30, 2010:

July'1, 2009
Balanc€ at Du€ within

Jun.30, 20i0 _ry

Nore payabre to cR lM-

Nole payable to CR lM-
LIMS

Nore payable to CR lM-
financing otdelinque.t

Landfill closure and posl-

Com pensaled absencs

Note Payabre to cRlM-

Llabilities expected lo be

$ 9,733,000 S

314620

73,259

123,464
51,862

429,165
2,442,276

242,337
1,000

3,255
142,909

364,040

$ 9.494,000 $

308.418

45,238

118,096
57.702

370,000

200.646

609,000

6,202

24,021

5,368
10,314

666,000

6,592

29.714

5364
23,038

267,472
263,456

3,255
196,,144

190,890

75.958

16,r54

133,090
131,295
263,456

352
478,595

- 962,255
67,420 2,506.151

242,337 263,456
1,000

305,529

364.040

Nolepayabl€lo GeneBl
Seruico Adminislralion 284.881

Departm enl of Labor

3,607
355,975

284,841

200,646

-t---11,6{,968 l-----L!9!t!8 -!------L!994!L l--]L999!?5 -t---]nalu
2. General and special obligation bonds and notes

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

$9,494,000. All these bonds are seruiced by the Govemmental Development Bank of Puerto Rico (GDB)

maluring at various dates- As required by law, the Commonwealth Govemment is obligaled to collect
property taxes for payment of principal and inlerest on bonds and notes. ln addition, -2'lo of the .5%

municipal sales and use lax collected by the P.R. Department of Treasury is deposiled in a Municipal

Redemption Fund" to finance loans to l\,4unicipalilies subjecl to restrictions imposed by law. Debt service
funds has been established for the bonds and notes at GDB with the proceeds of those properly and sales

and use taxes, whereby sufficient funds must be set aside in order lo cover the projected debt seruice

requirement, before any new bonds are issued. Principal and interest payments of certain long_term debl
issued for operational purposes (special obligation bonds of $945,000) are made through wilhholdings from

the advances of prcperty iax and amounts of municipal equalization fund sent to lhe l\runicipality by the

Municipal Revenue Collection Center (CRIL/).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 201O

NOTE G - LONG.TERM DEBT - Continued

Principal and interest payments of general obligalion notes of $995.000 and special obligation noles of
$2,215,000 are made through ihe l\runicipal Redemption Fund".

A detail of the general and special obligation bonds and notes as of June 30, 2010 follows:

Outstanding
Amount

'1996 general obligation bonds of$415,000 dueinannual installments of
$10,000 to $40,000 through July 1, 2013; bearing interest at rates
ranging from 4.70% to 6.58% (6.30% at June 30, 2010)

1996 general obligation bonds of $1,000,000 due in annual installments of
$24,000 to $66,000 through January 1, 202'1; bearing interest at 4.500/0

2oo1 general obligation bonds of $770,000 due in annual insia,lments of
$20,000 to $75,000 through July 1, 2020; bearing interest at rates
ranging from 2.70% to 5.29% (4.30% at June 30, 20'10)

2OO2 general obligation bonds of $563,000 due in annual installments of
$13,000 to $37,000 through January 1, 2029; bearing interest al 4.500/0

2OO4 general obligation bonds of $630,000 due in annual installments of
$45,000 to $80,000 through July 1, 20'14; bearing interest at rates
ranging from '1.53% lo 6.62% (1.53% at June 30. 2010)

2OO5 general obligation bonds of $665.000 due in annual installments of
$55,000 to $80,000 through July 1,2014: bearing interest at rates

ranging from 1.53'k lo 6.62% (1.53'/o at June 30, 2010)

2OO5 general obligation bonds of $945,000 due in annual installments of

$95,000 to $145,000 th.ough July 1, 2015; bearing interest at rates

ranging from 1.53ok lo 6.62'/o l1 .53% at June 30, 2010)

2006 general obligation bonds of $2,015,000 due in annual installments of
$30,000 to $155,000 through July 1, 2030; bearing interest at rates

ranging from 1.53% to 6.62010 ('1.53% at June 30, 2010)

2006 general obligation bonds of $63,000 due in annual installments of
$1,OOO to $4,000 through January 1,2031; bearing interest at rates
ranging from 4.37olo to 4.50% (4.50% at June 30, 2010)

355,000

370,000

750,000

1,875,000

ROM4N TORO A CO., CSP Ceiiled Public Accountants and Business Consultants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2OIO

NOTE G - LONG-TERM DEBT - Continued

Outstanding
Amount

2007 general obligation bonds of $260,000 due in annual installments of
$'15,000 to $35,000 through July 1,2017; beating interest at rates
ranging from '1.53% to 7.50% (1.53o/o at June 30, 2010)

2007 gene'al obligation notes of $995,000 due in annual installments of
$115,000 to $340,000 through July 1, 20'14; bearing interest al rates
ranging from 1.53% to 7.50% (1.53% at June 30, 2010)

2008 special obligation notes of $2,215,000 due in annual installments of
$30,000 to $190,000 through July 1, 2032; bearing interest at rates
ranging from 1 .53'k to 7 .50% (1.53'k at June 30, 2010)

2008 general obligation bonds of $440,000 due in annual installments of
$30,000 to $60,000 through July'1,2018; bearing interest at rates
ranging from 1.53% to 7.25% (1.53% at June 30, 2010)

2008 general obligation notes of $255,000 due in annual installments of
$30,000 to $45,000 through July 1, 2015; bearing interest at rates
ranging from '1.53% to 7.50% ('1.53% at June 30, 2010)

2008 general obligation bonds of $370,000 due in annual installments of
$15,000 to $40,000 through July 1,2025; beating interest at rates
ranging from 4.75% to 5.75% (4.75% at June 30, 2010)

225,000

880,000

2,185.000

410,000

22s,000

370,000

$ 9,494,000

The debt seNices requirement to amortize general and special obligation bonds and notes as of June
30, 2010 followsl

June 30, Principal lnterest
2011 $ 666,000 $ 435,726
2012
2013
2014
2015

2016-2020
2021-2025
2026-2030
2031-2035

708,000
756,000
810,000
988,000

2,016,000
1,371,000
1,495,000

684,000

519,255
469,724
416,299
362,940

1,416,9A2
924,985
456,747

41,715
Totals$9,494,000$5,0M,377
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2O,IO

NOTE G. LONG.TERM DEBT - Continued

3. Olher long-tem liabilities

Outstanding
Amount

Note payable to CRIM (Law No.42) - Law No.42 of
January 26, 2000 (as amended by Law No. 146 o, October
11, 2001 and Law No. 172 of August 11, 2002) was
enacted to authorize the CRI[4 to obtain a special loan in
the fo.m of a line of credit from the Governmental
Development Bank of Puerto Rico (GDB) to finance a debt
the municipalities of Puerto Rico owe to CRIM for excess
property tax advances as of June 30, 2000. Principal and
interest payments are financed through .48% of the net
increase of subsidy provided by the Commonwealth of
Puerto Rico's general fund- Amounts are retained from
advances of properly tax and amounts of municipal
equalization fund sent to the Municipality by the CRIM.
Law No.42 was amended by Law no. 146 to extend from
'10 to 30 years the financing period and by Law No. 172 to
extend the debt period to June 30, 2001. On November
26, 2OO2 lhe [,4unicipality entered into the flnancing
agreement with the CRIM for a total amount of $346,906,
bearing interest at 6.18% and due on July 1, 2032. Debt
service requirements in future years are as follows:

June 30, Principal lnterest

308,418

2011 $ 6,592
2012 7.006
2013 7.447
2014 7.9'15
2015 A.412

2016-2020 50,684
2021-2025 68,736
2026-2030 93,220
2031-2032 58,406
Totals $ 308,418

$ 18,983
18,569
18,128
17,661
17,163
77,195
59,159
35,455

5,531
$ 267,844

ROMAN TORO & CO., CSP Cenilied Public Accomlantsatl Bushess Consultants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 20.t0

NOTE G . LONG.TERM DEBT. Continued

Note payable to CRIM (LIMS) - On November 28, 2001 the
i,,lunicipality entered into a financing agreement with the
CRllVl in the amount of $238,361 for the payment of the
Municipality's share of the cost of a management
information system (LIMS) acquired by the CRIM for the
management of taxpayer's properties localed in Puerto
Rico. The note is payable in semiannual installments of
$15,985 including interest of 5-95% and is due on
November 28, 2011. The amount is financed with
unrestricted funds through withholdings from the advances
of prope(y tax and amounts of the municipal equalization
fund sent to the N4unicipality by the CRli,,l. Debt service
requirements in future years are as follows:

June 30,

Outstanding
Amount

45,238

2011
2012

Totals

Principal

$ 29,713
15,525

$ 45,238

lnterest

$ 2,'r 09
385-$ 2/414

ROMAN TORO & CO., CSP Certifed Public Accontants and Business Consuhants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 20.t0

NOTE G - LONG-TERM DEBT - Continued

Outstanding
Amount

Note payable to CRIM (Financing of delinquont
accounts)- On March 27, 2002 the Municipality enlered
into a financing agreement with the CRIM in the amount of
$186,364 to finance delinquent property tax accounls sold
to private investors, under the provision of Law No. 146 of
October 11. 2001. The agreement is in the form of a non-
revolving line of credit bearing interest of 6.5% for the flrst
five years and variable for the next hventy-five years at
125 points over London lnterbank Offered Rate (LIBOR)
and is due on December 1.2032. As desc.ibed in Law No.
146, interest payments for the first five years were
financed through .48% of the net increase of subsidy
provided by the Commonwealth of Puerto Rico's general
fund. Also, du.ing the first five years any collection from
those delinquent accounts was credited to the loan
principal. After the flve-year period the loan outstanding
balance of $134,200 was restructured for a twenty-five
years period. Debt service requirements in future yeals are
as follows: 1'18,096

June 30, Principal

$ 5,368
5,368
s,368
5,368
5,368

26,840
26,840
26,440
10,736

lnterest

2011
2012
2013
2014
2015

2016-2020
2021-2025
2026-2030
2031-2032

Totals

7,346
7,O12
6,678
6,344
6,010

25,042
16,695
8,347
1,002

118,096 $ 84,476

ROMAN TORO & CO., CSP Ce ilied Public Accomtants a .l Busihess Consukakts
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE G - LONG-TERM DEBT - ContinuEd

Year ending June 30,

Obligation under capital lease - The [4uniclpality is
obligated under three capital lease agreements wiih third
parties that expire on September 1,2010, June'1, 2013
and June 30, 2014. As of June 30, 2010 the capitalized
cost of capital leased equipment (photocopiers) amount to
$91,050 and are being paid in monthly installments of
$1,684, including interest at 5.00%, 3.693% and 5.02%.
The present value of future minimum lease payments of
the lease agreements as ofJune 30, 2010 follows:

Outstanding
Amount

2011
2012
2013
2014

Less: Amount representing interest
Present value of minimum lease
payments

$ 24,059
16,380
16,380
3,660

(2,777\

$ 57,702

Amount

57,702

962,255

2,506,151

Landfill obligalion - represent the outstanding balance of the
estimated liability for landfill closure and post-closure care
costs, based on 55% usage of the landfill. The total
estimate for these costs amounts to $1,753,700 as of June
30. 2010.

Compensated absences - includes accrued vacations, sick
leave benefits and other benefits with similar
characteristics such as compensatory time; represents the
Municipality's commitment to fund such costs from future
operations. The amount is paid with unrestricted funds

Christmas Bonus - represent the accrued portion

corresponding to fiscal year 2010 of the Christmas bonus
to be paid in December 2010.

Payable to CRIM, property tax advances - represent
amount reported by CRIM on preliminary settlement of
excess of advances over actual collections of properiy
laxes applicable to fiscal year 2010. (See related note l)

263,456

3,607

ROMLN TORO & CO., CSP Certiled Public AccoDta tsand Business Consultants
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NOTE G . LONG.TERM DEBT. Continued

Payable to PREPA - As requked by A6t No. 83 of [4ay 2, 1941
the Puerto Rico Electric Power Authority ("PREPA") shoutd
annually pay lo the l\,4unicipaliljes of Puerto Rico a contrjbulion
in lieu of tax ('CELI') based on certain requirements as
specified by lhe mentioned Act. The amount of CELI
obligation is used by the Municipalities to finance the
annual electric utility expense payment to PREPA. For
fiscal year 2008-2009 the Municipality's annual energy
charges amounts to $1,203,399 but the CELI obtigation
amounted to $724,804. The excess amount of $478,595
was recorded as a payable and a receivable for the same
amount and will be amortized over a three-year period. As
of June 30, 2010 the outstanding amount of 9355,975
includes a balance of $36,913 from fiscal year 2008 and is
recognized by the Municipality as a receivable and a
liability to PREPA. Debt service requjrements in future
Years are as follows:

June 30 Principal

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LA'AS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2010

196,445
159,530

$ 355,975

Outstanding
Amount

35s,97s

2011
2012

Totals

Outstanding
Amount

Note payable to P. R. General Services Administration -
On March 5, 2009 the Municipality entered into a
financing agreement with the Puerto Rico General
Services Administration to refinance on a long term basis
a $320.072 debt for goods and services provided by this
Agency to the M!nicipality in current and prior years. This
agreement is in the form of a non-interest bearing note
(imputed interest of 4.06%) due on June 15, 2012 and
was recorded at its present value of $299,560 net of an
unamortjzed discount of $20,512.The note is payable in
monthly installments of $8,000 and is being paid from
unrestricted funds. The principal and discount
amortization maturities are as follows: 244,481
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COMMONWEALTH OF PUERO RICO
MUNICIPALIry OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 20.t0

NOTE G. LONG.TERM DEBT- Continued

June 30,

2011
2012

Totals

Principal lnterest

$ ,90,890
93,991

_$ _____2!L!91

$ 17,110
2.081-t isJsl

OuEtanding
Amount

Note payablo to P. R. Department of Labor - On March
31, 2010 the Municipality entered into a financing
agreement wilh the Puerto Rico Department of Labor for
unemployment benefits paid by the Commonwealth of
Puerto Rico in behalf of the Municipality. This agreement
is in the form of a non-interest bearing note (imputed
interest of 2.88%) due on April, 2013 and was recorded at
its present value of $200,646 net of an unamo(ized
discount of $8,987.The note is payable in monthly
installments of $5,823 and is being paid from unrestricted
fr.rnds. Debt service requirements in future years are as
follows:

June 30,

200,646

Piincipal

$ 75,958
67,207
57,481

$ 200,646

$ 5,566
2.671

751-t s,r8s

lnterest

2011
2012
2013

Totals

NOTE H - LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGATIONS

Commonwealth and Federal laws and regulations require the Municipality lo place a final cover on its
landfill when it stops accepting waste and perform certain maintenance and monltorjng functions at the
landfill site for thirty years after closure. ln addition to the operating expenditures related to current
activities of the landfill, an expense provision and related liability are being recognized based on future
closure and post-closure care costs that will be incurred near or after the date the landfill no longer
accepts waste. The Municipality has performed a study of the activities thal need to be implemented at
the Municipality's landfill to comply with applicable laws and regulations. As a result of this study, the
Municipality has recognized an estimated liability for future closure and post-closure care costs. The
recognition of this liability is based on the amount of the landfill used during the year. The estimated
liability for landfill closure and post-closure care cosls has an outstanding balance of $962,255 as of June
30, 2010, which is based on a 5570 usage of the landfill. lt is estimated that an additional $791,445 will be
recognized as closure and posl-closure care expenditures between lhe balance sheet date and the year
the landfill is expected to be tilled to capacity (2016).

ROMAN TORO & CO, CSP Ceiilied Public Aco$tantsanl Busiftss Consuhanrs 42
PO BOX 304J YAUCO PR 00698-304J . TEL. (787) 856 6220 FA-I: (787) 856 6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LA'AS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 20.t0

NOTE H - LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGATIONS
Continued

The eslimated total current costs of the landfill closure and post-closuae care ($i,753,700) is based on
the amount that would be paid if all the equipment, facilities and services required to close, monitor and
maintain the landfill were acquired as of June 30, 2010. However, the actual cost of closure and post-
closure care may be higher due to inflation, changes in lechnology, or changes in landfill laws and
regulations. As ofJune 30, 2010, the Municipality has not made contributions tofinance closure and pos!
closute care costs.

NOTEI.PROPERTYTAXES

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto Rico is responsible for
the assessment, collection and distribution of real and personal property taxes. The tax on personal
property is self-assessed by the taxpayer. The assessment is made on a return, which must be filed with
the CRli.il by May 15 of each year and is based on the currenl value at the date of the assessment. Real
property is assessed by the CRIM. The tax is general assessed on January 1 on all taxable property
located within the l\runicipality and is based on the current value existing in the year 1957. For personal
property the tax is due with the return filed on or before May 15. Taxes on real property may be paid on
two equal installments, July lst and January 1st. Total tax rates in force as oI June 30, 2O'lO are 7.03o/o
for personal property and 9.03% for real property. The distribution of these rates follows:

PeBoml Real
Propertv Propertv

Basic poperty lax rate, which is apprcpnated for generat
plQoses and accounted in ihe Municjpality's general

Percent lhal belongs to the Commonwelth s debt service

Per@ntthal belongsio lhe Municipality's debt sedice fund:

Dis@unl granted by law to the laxpayeB bul reimbursed to
ihe Munidpallty by lhe P.R. Trea$ry Department:

Total percont to be pald bylaxpay6E:

4.00y. 6.00%

1.03r/o 1.03%
2.OO% 2.00%
7 A3% 9 03%

(.20%) (.20%)
6.83% 8.83%

Residential real property occupied by its owner is exempt by law from property taxes on the first $15,000
of the assessed value. For such exempted amounts, the Puerto Rico Department of Treasury assumes
payment of the basic tax to the Municipality, except for residential units assessed at less than $3,500 on
which a complete exemption is granted. Revenue relaled to exempt prope(y is recorded in the General
Fund. The [4unicipality grants a complete exemption from personal property taxes up to an assessment
value of $50,000 to retailers with annual net sales of less than $150,000.

The CRIM advances funds to the Municipality based on an estimate of special governmenlal subsidies
and the property taxes to be levied and which aae collected in subsequent periods. This distribution
includes advances of property tax and amounis of municipal equalization fund from the Commonwealth
government. The CRlt4 is required by law to prepare a settlement statement on a fiscal year basis,
whereby a comparison is made between the amounts advanced to the Municipality and amounts actually
collected from taxpayers- The CRllVl prepares a preliminary settlement not later than three months after
fiscal year-end and a flnal settlement not later than six months afterfiscal year-end.

ROWN TORO & CO., CSP Cetilied Public Ac,:ontants a .l Business Cn suhanrs 43
POBOX30lJ YAUCO PR 00698-3043 . TEL. (787) 856 6220 FAX: (787) 856-62J3



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2010

NOTE l - PROPERTY TAXES. Continued

lf actual collections exceed the advances a receivable from CRIM is recorded. However. if advances
exceed actual collections, a payable to CRll\4 is recorded. The Municipality has a net payable of $3,607
resulting from the final settlement 2008-2009 and preliminary settlement 2009-2010 which is recorded as
long term debt.

NOTE J - MUNICIPAL LICENSE TAXES

lrunicjpal License taxes are assessed annually by the Municipality to all organizations or entities subject
to the tax doing business in the Municipality's location except for entities totally or partially exempt
pursuant to certain Commonwealth's statutes. This tax is based generally on volume of business or gross
sales as shown in a tax return that should be submitted on or before April 15.

During the fiscal year ended June 30, 2010, the tax rates were as follows:

Financial business - 1.50% of gross revenues

Other organizations - .50% ofgross revenues

The tax is due in two equal installments on July 1 and January'l of each fiscal year. Tax revenue is
recognized at that moment by the Municipaliiy. A discount of 5% is allowed when full payment is made on
or before April 15. I\runicipal license taxes collected prior to June 30 but pertaining to the next fiscal year
in the amount of $707.738 is recorded as deferred revenues.

NOTE K _ SALES AND USE TAXES

On July 4, 2006 the Commonwealth Legislature approved Act No. 117 ( Act '1'17') which amends the
Puerto Rico lnternal Revenue Code of 1994 to provide, among other things, for a sales and use tax of
5.5% to be imposed by the Commonwealth Government. Act'117 also authorizes each municipal
governmenl to impose a municipal sales and use tax of 1.5ol0. This municipal sales and use tax has in
general the same tax base and limitations (except for unprocessed foods) as those provided by the
Commonwealth's sales and use tax. Section 6189 of the Puerto Rico lnternal Revenue Code of 1994, as
amended, authorizes the Municipalities in Puerto Rico to impose a sales and use tax to consumers. This
tax must be imposed in conformity with the base, exemptions and limitations contained in Subtitle BB of
the Code. The municipal sales and use tax is specifically imposed over all sales transactions of taxable
items and combined transactions (as defined by the municipal internal regulation) taken place within
municipal limits.

The municipal sales and use lax is also specifically imposed over the purchase price for the use, storage
or consumption of taxable hansactions (as defined by the municipal internal regulation) taken place wilhin
Ivlunicipai limits. The [/unicipal Legislature approved the imposition of lhe municipal sales and use tax,
effective on November 15, 2006.
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COMMONWEALTH OF PTJERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2OIO

NOTE K - SALES AND USE TAXES - Continued

On July 29, 2007lhe Commonwealth Legislature approved Act No. 80 ('Act 8O') which amends Act No.
117 ot Jlly 4,2006 to impose to all the Municipalities of Puerto Rico a uniform municipal sales and use
tax of 1.5%. Effective August 1,2007 1% of the 1.5% is collected by the Municipalities puerto Rjco
Department of Treasury (PRDT). Act 80 also provides for restrictions on the use of the sales tax, which is
required to be invested in solid waste and recycling programs, capital improvements and health and
public salety costs. Of the amount collected by the PRDT, (.5% of the 1.5%) is deposited in accounts or
special funds in the Governmental Development Bank of Puerto Rico ("GDB"), subject to restrictions
imposed and dishibuted as follows:

a. .2o/o of lhe -5% will be deposited in a "Municipal Development Fund' to finance costs as
restricted by the Act,

b. .2old of the .5% will be deposited in a "l\runicipal Redemption Fund' to finance loans to
Municipalities subject to restrictions imposed by the Act and,

c. .1% of the .5olo will be deposited in a 'Municipal lmprovement Fund" to flnance capital
improvement projects; these funds will be distributed based on legislation from the
Commonwealth's Legislature

The lvlunicipal Legislature approved a municipal ordinance to conform to dispositions of Act 80.

lndividuals, organizations and entities subject to collect the municipal sales and use tax must file a tax
return to the PRDT. The tax is due the 10th day of each month based on the tax collected in the
preceding month. A total $39,1'17 sales and use lax receivable from PRDT represenls the tax collected
on June by individuals, organizalions and entities but reported and paid to the tlrunicipality by the PRDT
on or before July 10, net of uncollectible accounts (1%); $43.727 and $32,172 represents amounts of
"lrunicipal Development Fund" and 'Municipal Redemption Fund' respectively collected on June by
individuals, organizations and entities but paid by the PRDT subsequent to June 30.

NOTE L - INTERGOVERNMENTAL REVENUES

lntergovernmental revenues in the General Fund are compaised of the following:

Amount
Amount of municipal equalizatjon fund and subsidy sent by

CRll\il
Compensation in lieu of tax from the Puerto Rico Eleclric

Power Authority (PREPA)
Reimbursement from Commonwealth Government

Christmas Bonus expenditures
Puerto Rico Deparlment of Labor- Law No.52
Pueno Rico Department of Labor- Law No.82

$ 3,495,282

1,530,493

160,737
189,429

'13,354

$ s,389,355
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,201O

NOTEM-RETIREMENTPLAN

1. Plan descriplion

Regular employees of the Municipality conkibute to a coslsharing multiple employer defined benefit

retiiement plan administered by the Employee's Retirement System of the Government of Puerto

Rico and its lnstrumenlalities (ERS). ERS covers all regular full-time public employees working for
the central government, the municipalities of Puerto Rico and certain public corporations not having

their own retirement systems. The system provides retirement pensions, death, and disability
benefits. Retirement benefits depend upon age at retirement and number of yeaas of credited

service. Disability retirement benefits are available to members of occupational and non-

occupational disabilities. Benefits vest after ten years of plan participation. The system was created

unde; Act ,147, approved on L4ay 15, 1951, as amended, and became effective on January 1, 1952'

Retirement beneiiis are determined by the application of stipulated benefit ratios to the member's

averaqe compensation. Average compensation is computed based on the highest 36 months of

compansation recognized by ERS. The annuity, for which a plan memba is eligible, is limited to a

minimum of $200 p;r month and a maximum of 75% of the average compensation. ERS issues a
publicly financial report that includes llnancial statements and required supplementary information of

the Plan. which may be obtained from the ERS.

Law No- 305 of September 24, 1999 amended the Act. No.447 of 1951 and was enacted with the
purpose of establishing a new pension program (System 2000) The new pension program became

effective on January i, 2OOO. Employees participating in the curent system as of December 31,

1999 may elect either to stay in the defined benefit plan or transfer lo the new program' Persons
joining the government on oa after January 1, 2OOO will only be allowed to become members of the

new program,

System 2O0O is a hybrid defined contribution plan, also known as a cash balance plan. There will be

a pool of pension assets, which will be invested by the System' together with those of the current

d;fined benefit plan. Benefits at retirement age will not be guaranteed by the State government and

will be subjected to the total accumulated balance of the savings account. The annuity will be based

on a formula, which assumes that each year the employee's contribution (with a minimum of 8 275%

of the employee's salary up to a maximum of 10%) will be invested in an account which will either:

(1) earn a fix;d rate based on the two_year Constant Maturity Treasury Note or, (2) earn a rate equal

io 75% of the return of the System's investment portfolio (net of management fees), or (3) earn a

combination of both alternatives. lf the savings accounts balance is $10,000 or less at time of

retiremenl, the balance will be distributed by the System to the participant as a lump sum'

Participants receive periodic account statements similar to those of defined contribution plans

showing their accrued balances. Disability pensions have not been granted under the new program'

The edployer contributions (9.275% of the employee's salary) will be used to fund the current plan'

Under dysiem 2OOO the retirement age is reduced from 65 years to 60 for those employees who
joined the current plan on or after April 1, 1990.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF LA'AS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE M - RETIREMENT PLAN - Continued

2. Funding policy

The Acl447, as amended, is the authority under which obtigations to cont.ibute to the plan by thePlan members, employers and other contributing entities ar;eshbtishJ or mly ue amenoed ptan
memb€rs are required to contribute 5.77S% of gioss satary up to g6,6OO ptr" a:'ZSZ of gro"" 

""t"tin excess of 96,600 except for the irayor ir emptoyee L"O* " "rirpt"r""taion 
ptan, whichcontributes 8.275% of gross satary. The MrJnicipatity is requireo ro clltiiOute 9.275i20 ot gross

salary.

The Municipality's actual contribution for the current fiscal year, which is equal to the required
conhibution, follows:

Fiscal year ended: Law No- il47 System 2000

_$ 
"3!!91__$ _?!p?q
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NOTE N . POSTEMPLOYMENT BENEFITS

ln addition to the pension benefits described in Note [4, the Municiparity is required to cover annualy the3% increase in the relirement plan of its retired employees, as required by Commo;weatth,s taws. Also,the Municipality is required to finance costs related to ihe application of ;rtain "ap;cial Laws, issued b,the clmmonwearth Gor/ernment. Those speciar Laws granied increases in pensilns anc otner reneRtsto retired employees of the l\runicrpality such as medicines bonus, christmas bonus and death beneflts.
r-or the trscat year 2010, costs related to these post employment benefits amounted to g91,456. These
benefits are recorded as expenditures in the generalfund. 

-

NOTE O . COMMITMENTS

1. Operating leases

The Municipality leases office equipment under operating lease agreements, which generally have
terms of one year or less and are automatically renewld for thi same teims. Re-ntal expenses
amounled to $201,540. Management believes ihat lhe summary of the future minimum rental
commitmenls under non-cancelable operaling leases with terms exceeding one year is not
significant.

2. Construction

As of June 30. 2010, the t!4unicjpality has commilments of $994,552 for design, construclion,
improvements or renovation of certain municipal faciljties.

2010
2009

162,125

192 243



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LA'AS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,201O

NOTE P . CONTINGENCIES

1. Fdetal and Commonwealth crants

Projects financed by the Federal and Commonwealth Grants are subject to audits by grantors andother governmental agencies in order to determrne that the expenditu;s clmpii witn tfre conaitionsof such grants. rt is the Municiparity's opinjon that no addrtionar ,ateri"i unleioroeo riabjrities wiarise from audits previously performed or to perform.

2. Litigations

The Municiparity is. at present, a defendant in a number of regar matters that arise in the ordinary
course of the L,lunicipality's activities. There are cases where6y the Municipality is a defendant orcodefendant that will be covered by insurance, certain cases whereby the leq;l counsel has notdetermined an outcome. However, it rs the opinion of the Munjcipaliti and th; legal counsel that
based on their experience, such actions and the potential liabilite; wilinot impair fhe [4unicipality,s
financialposition.

NOTE Q - FUND BALANCE DEFICITS

The CDBGPTo_gram.fund-(major fund) and Law 2 fund (other governmental funds) disclosed fund balance
.d_:Tlt. ?l 1]91 and 58,610,- respectivety, resutting from the accruat of expendirures without accruing
rnrergovernmentar revenues for reimbursement of expenditures. As required by current standards, th;luunicipality recorded intergovernmentar revenues for reimbursement (expendituie-Jriven) grants on fund
statements when arr appricable erigibirity requirements have been met;nd'lhe resources are avairabre.

NOTE R - SUBSEOUENT EVENT

On September 7,2OlO the Governmental Development Bank of puerto Rtco (GDB) approved a 7 year
$265 000 general obligation bond (GOB) to finance the payment of traOititli to supprrers. fle OOe,
wnrcn wrrr De repatd trom sates and use tax co ections of debt service fund (Munropal Redemption Fund)
will bear interest at variable rates (prime + i.5O%)

R\M4N TORO & CO., CSP Ceniled pubtic Acco tants and Business Consulants 
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NOTE A - BUDGET PROCESS AND BUDGETARY BASIS OF ACCOUNTING

lt,e Municipal budgei is prepared for the Generar Fund fo[owing the requirements of rhe Autonomous
Municipal Law of'1991, as amended. lt is developed utilizing el;ments oi performance-UaseO program
budgeting and zero_based budgeling and incrudes estimales; rev"nr". unJ oih"r1our"es for en;uing
fiscal year under laws existing at the time the budget is prepared.

Budget amendments are approved by the Municipar Legisrature. certarn budqet transfers within the
liTll:I|9": "19 

restrictions of the l\,4unicipat Law can be approved by the Ma/or or by rhe Municipat
Legrstature the budget comparison schedule provides information about the original budget, ihe
amended budget and the actual results, under the budgetary basis of accounting.

The budgetary basis of accounting is different from GMp. Revenues are generaly recorded when cashis received and expenditures are generaly recorded when the rerate; expe;diture is incurred or
encumbered rhe en6umbrancer (that is, purchase orders, contracts) are consi;ered expenditures when
a commitment is made. On a GAAP basis encumbances outstanding at year_ end are reported in thegovernmental funds statements as a reservation of fund balancL since they do not constitute
expendilures or liabilities while on a budgetary basis encumbrances are recorded a; expenditures of the
current yea.. Encumbrance appropriations lapse one year after the end of the fiscal year. Unencumbered
appropriations are lapsed at year-end. The legal level of budgetary conkol (the level at which
expendilures may not legally exceed appropriations) is at the functioilev.l.

The presentation of the budgelary data excludes othe. appropriations such as capital projects, debt
service and special revenue funds because projects are funded on a multi_yeai nature, generally
requiring.several years to complete or effective budgetary control rs alternati;ely achieved-through
general obligation bond indentures and legal and contractual grant agreement provisions.

NOTE B . BUDGET TO GAAP RECONCILIATION

The accompanying budgetary comparison schedule presents comparisons of the original and final legally
adopted budget with actual data on a budgetary basis. Since accounting princiltes apptied foi th;purposes of developing data on a budgetary basis differ significan y f;m those used to present
accounting principres generarry accepted in the united states, the following budget to GMp reconciriation
is presentedi

COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF LA'AS

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION -
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

JUNE 30,20.t0
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COl ] ONWEALTH OF PUERTO RICO
i,UNICIPALITY OF LAJAS

NOTES TO REQUIRED SUPPLET'EI,ITARY IiIFORMATION .
BUDGETARY COMPARISON SCHEDULE. GENEML FUND

June 30,2010

NOTE B - BUDGET TO GAAP RECONC|LtATtON - Conrinu.d

Excess (deficiency) of revenu€a and oth6rfinanclng eouices over exponditures
and oth.r financlng (uses) (budgetary baBis):

Budgetto GAAP differences:

Enlity diffe rences:

Non-budgeled funds recorded as re\enues forfinancial repoding purposes:

Non-budgeted funds recorded as epsnditures forfinancial reporting:

Non-budgeted lransfers out:

Non-budgeted olherf nancing sources (uses):

Ba313 of accounting differences:

Re\enues recorded forfnancial reporting purpos6s but not in budgetary basis:

Revenues recorded in budgelarybasis purposes but nol in fnancial reporting:

Ependatures recorded in budgelarybasis but not for financia I reporting purposes:

E&enditures recorded forlSnanciatreporling purposes butnotin budgetarybasis:

Timlng differences:

Currentyearencumbrances recorded as e&enditures fo r budgelary reportng

Priorlcarencumbrances recoded as ep€nditures forfinancial reportjng

Net change in tund balance (d6ficit) (cAAp basis):

ROIUN TORO & CO., CSP Cetlifie.l public Accontantsand Buriness Consuhants
PO BOX 3043 YAUCOpR 00698 3043 . TEL. /787) 856-6220 FAX:t78.]8566233

$(1,044.360)

231,071

(246,2s2)

(178,001)

155,673

640,645

1417,480)

16,227

(764,064)

95,399

(32.268)

-a s€/ro)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

SUPPLEMENTARY INFORMATION - FINANCIAL DATA SCHEDULE
BALANCE SHEET AND STATEMENT OF REVENUES AND EXPENSES INFORMATION

JUNE 30,2O,IO
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTE TO SUPPLEMENTARY INFORMATION
FINANCIAL DATA SCHEDULE

June 30,2010

NOTE A - BASIS OF PRESENTATION

The accompanying financial data schedule (FDS) is a trial balance of the Section 8 Housing Choice
Voucher Program administered by the Municipality. The FDS was created in order to standardize the
financial information reported by Public Housing Authorities (pHA) to the Real Estate Assessment Center
(REAC), as requked by the Uniform Financial Reporting Standards (UFRS). REAC is the US Department
of Housing and Urban Development (HUD) national management center created to assess the condition
of HUD owned and assisted properties. The UFRS are rules to implement requirements of 24 CFR, part
5, Subpart H, for the elechonic filing offinancial jnformation to HUD.

ln-accordance wjth the guidelines for repo(ing and attestation requirements of UFRS, the accompanying
FDS is included as information supplementary to the financial statements. lt was prepared using'th;
accrual basis ofaccounting, as required by REAC regulations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30,2010

NOTE A - BASIS OF PRESENTATION

The accompanying schedure of Expenditures of Federar Awards incrudes the federar granr activity of the
Ivlunicipality under programs of the federat government for the year ended June 30, 2o1o'. The information in
this schedule is presented in accordance with the requiremenrs of oMB circular A-133, rudirs olstates, Local
Govenments and Nonprofit organizations. Therefore, some amounts presented in this schedure may differ
from the amounls presented in, or used in lhe preparaiion of, the basic financial slatements. Because the
schedule presents onry a selected portion of the operations of the lllunicrparity, it is not intended to and does
nol present the financialposition and changes in net assets ofthe Municipility_

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the schedure are reported on the modified accruar basis of accouniing. such
expendilures are recognized when the retated liability is incured following the cosl principles contained in oMB
Circular A€7 Cost Principtes fot State, Local and lndian Tibal Goiomnenti, wh;rein certain types of
expenditures are not allowable or are limited as to reimbursemenl.

The calalog of Federal Domestic Assistance (CFDA) Number is a program identificarion number. The firsr two
digiis idenlify the federal department or agency that administers the p-rogram and the last three numbers are
assigned by numedcal sequence.

Slate or local govemmenl redistributions of federal awards to the Municipalify, known as .pass_through
awards", should_be treated by the l\,lunicipatity as though they were received direc y from the fede;al
govemment. OI\,IB Circutar A-133 requires the schedule to inctude ihe name of the pass_thiough entity and the
identirying num-ber assigned by the pass-lhrough entig for the federal awards ieceived aj a sub;ecipient.
Numbers identified as N/A are not appticable and numbeis identifed as N/AV are not avaitable.

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

Description

Community
Dev6lopment Block

Grant Fund

Other
Gov€rnmental

&.224
M31l

ARRA - 14.262
't5.634
20.600
93,575

ARRA - 93.713
97.036
97.067

Tolal federal awaft,s expenditures:
Adjustment for Section 8 HCV
Tolal non-federal awards expendituresi
Toial expenditur6, fund statefi enG:

$ 869,178
310,S8;

8,579
33,649

1,409
257,770

5,184
'112,413

57.660
833,647
(33,113)

869,178

$ 869,'t 78 1,595,621
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REPORT ON INTERNAL CONTROL OVERFINANCIAL REPORTING AND ON COMPLIANCEAND OTHER MATTERS
BASED ON AN AUOIT OF FINANCAL STATEiIENTS PERFORMED IN ACCOROANCE WITH

GOW R N M EN f A U DIT I N G ST AN D ARD S

Honorable Mayor and l\,lembers of lhe
Itlunicipal Assembly

l,lunicipality of Lajas, Puerto Rico

we hav€ audited lhe financial stalemenls of the govemmental actvilies, each malor fund, and lie aggregate remaining fLrnd
inJormation of Municipality oI Lajas, Puefto Rico, as of and lor he year ended June 30, 2010, whrdr ;Iectiveiy compd;e he
lrunicipalily of Lajas, Puerlo Rico's basic financial statemenrs and have issued our rcport hereon dated February't t, zot t. we
conducled our audit in accordance wilh auditjng slandads genelally accepled in hetjnited Slates of America and the standards
applicable lo fnancial audits aontained in Govenfient Auditing standards. issued by the comptrcller Geneml of he uniled
Stales.

lnternal Control Over Financial Rsoortino

ln planfling and pedorming our audjt, we considered l\runicipalily of L4as, Puerlo Rico's jntemal controlover financial reporting
as a basis for designing our audiling procedurcs for lhe pupose of expressing our opinions on tie fnancial statemenls, iut noj
for the purpose of expressjng an opinion on tle effecriveness of the [,iunici ality of Lajas, puedo Rico's intemal conto] over
financial reporting. Accordingly, we do not exprcss an opinion on he effectiveness of fie Municipalily of Lajas, puerlo Rico,s
intemal conlrcl over financial reporting.

A defrciency k inlemal conhol exists when lhe design or operation of a control does not allow managefilent o. emptoyees, in the
normal cours€ of performing their assigned funclions. to prcvenl or detect and conect misslate;enb on a limely basis A
malelial ai"'akness is a defciency, or a combination of deficiencies, in inlemal mntrol sucl that itere is a reasonable possibility
hal a mate al misstatement of fle enlitys financial stalements will not be prevented, or detecled and conected on a timely

oLrr consideralion of intemal control over fnancial repoftng was for lhe limited purpose described in tte first paragraph of lhis
seclion and was nol designed lo identjfy all deficiencies in intemal control over financial .eporting that mighi be 

-deficiencies,

signifcanl deficiencies, oI material weaknesses. We did not identify any deficrenoes in tntemal contol over linancial reporting
lhat we consider to be material weaknesses. as defrned above.

Complianco and other ilatters

As part of oblaining reasonable assurance about $.hether ft,lunicipality of Lajas, Puerto Rico's finanoal statements are lree oI
malerial misslalement, we pedormed tesls of its compliance witr ce(ain prcvisions of laws, regulalions, contracts, and grant
ageements, noncompliance with which could have a direct and malerial effecl on lhe determinalion of financial slale;ents
amounts. However, providing an opinion on compliance with lhose provisions was not an objeclive o{ our audil, and acmrdingly.
we do not exprcss slch an opinion. The resulls of our tests disclosed instances of noncompliance or other maflers thal ;re
required to be repo(ed undet Govenfient Auditing Standard and whici are descnbed in the accompanying schedule of findings
and queslioned costs as items 20101 -1 through 201 0- t -4
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The lt'{unicipality of Lajas, Puerto Rico was unable to provide comments to he findings identified in our audil as descibed in lhe
accompanying schedule offindings and queslioned cosls within a reasonable peiodlftime, and have informed us lhat lhey will
submitcomments and clreclive action descriplions ata dale subseqltenl to the issuance of this reporl.

This report is intended solely for the informaton and use ol management, I\,lunicipal Assembly, and federal awading agencies
and pass'rhrough entriesand is nor intended to beand shourd notbe used byanyone orhertha; these speofied pands.

.--;\
/) -r-,f<*- / *: t.

,ROMAN 
TORO & CO,, CSP

LICENSE #35.IN FORCE
Yauco, Pueno Rico

February 11, 2011

Stamp #2496037 was affixed to
lhe oriqinal of lhis reporl
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REPORT ON COMPLIANCE WTH REQUIREI{ENTS
APPLICABLETO EACH iIAJOR PROGRAiI AND OI{ INTERT{AL COI{TROL

OVER COMPLIANCE IN ACCORDAI{CE wlTH OMB CIRCULARA,133

Honorable i,layor and l\,lembers of lhe
l,,lunicipal Assembly

I\,{unicipalily of Laias, Puerlo Rico

Comoliance

We have audiled lhe compliance o, Municipality of Lajas, Puerto Rico with lhe types of compliance requirements described in
lhe u.S. Offrce of lvanagemenl and Budget (OMB) Ciicutat A-133 Conptiance Suppter,eri lhat are appticabte lo each of its
maior federalprograms for the year ended June 30, 2010. Municipaiity of Laias puerto Rico,s major fede€l programs are
identified in the summary of aud or's esults secrion of lhe accompanying schedule of findingi afld quesiioned cosls.
compliance rviti lhe reqlirements ol laws, regulations, conlracts, and grants arpfc€ble to each of its major fedeal prcgrams is
lhe responsibjlity of[4unicipalily of Lajas, Puerto Rico's management. our responsibility is ro express an;pinion on Mu;iciparily
of Lajas, Puedo Rico's compliance based on ouaudit

We conducled our audil ofcompliance in accordance wilh audiling slandards generally accepled in the Uniled Slales of America
the standads applicable to financial audits contained in Govenment Au(liting Slan(tards. issued by the Complroller ceneml of
he United States; and O[,lB Circu]ar A,133 Audits of S,ates, Local Gownnenls, and Non-ptufl Oryanizations_ Ihose
standards and oll,iB Circular A-133 requke lhat we plan and perform lhe audit to obtain reasonable assurance about wheher
nonclmpliance wlh lhe lypes of compliance requirements rele.red lo above hat could have a direct and material effecl on a
m4or federal program ocauned. An aodil includes eramining, on a test basis, evidence about l\,runicipality ol Lajas, puerlo
Rico's compliance wilh those requiremenh and pedorming such other pocedures as we considered neces;ary in lhe
circumslances we believe that our audit provides a rcasonable basis for our opinion. our audit does not pnvide a legal
delemination of l\runicipality of Lajas, Puedo Rico's almpliance with lhose requirements.

ln our opiflion, lhe i.iunicipality of Lajas complied, in a material respects. wilfl the requirements refered to above thal a.e
applicable lo each of its maior federal programs for the year ended June 30, 2010. However, the results of our auditng
procedlres disclosed instances of non-cornpliance witi those requircments, which are required lo be rcported in accldan;
wih oMB circulaA_133 and which are descnbed in lhe acmmpanying schedule olfindings and queslions cosrs as ilems 2010-
lll-1 trrough 2010-lll-4

lnternal Conhol over Compliance

The management of Muniopalily of Lajas. Puerto Rico is responsible for establishing and maintaining effective inlemal control
oveJ compliance wrlh tle reqliremenls of laws, rcgulalions, conbacts, and g€nts applicable to federal programs. ln planning
and pedorming our audil, we considered ft,4unicipality ol Lajas, pueno Rico's intemal control over compliance wilh ti;
requirements lhat could have a direct and mate al effect on a major federal prcgEm in order lo determine our auditiflg
pocedurcs fol he plrpose of expressing our opinion on clmpliance and lo tesl and reporl on inlemal control over compliance i;
amordance with oMB ckcular A-133, but not for the purpose ol expressing an opinion on the efiecliveness of intemal mnlol
over compliance. y'€cordingly, we do nol exprcss an opinron on the effecliveness of [runicipality of Laias, puerto Rico s intemal
cDntolover compliance
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lnt.rnal Conkol Over Compliance. continued

A defciency in inlemal conlrol over mmpliance exists when the design or ope€lion ofa control ovea compliance does not allow
management or employees, in he normar cou6e of perfoming rhel assigned funcrions, ro prevent, or detect and corect,
noncompliance with a type of compliance requirement of a federal progmm on a limely basis. A material weakness in inlemal
conkolover compllance is a deficiency, or combination of deflciencies, in inlemal contralover compliance, such lhat tiere js a
reasonable possibility that matedal noncompliance wilh a type of compliance requirement of a iederal pogram will not be
prevenled. or delected and corected. on a tmety basis.

Our consideralion of intemal contol over compliance was for lhe limited pueose described in lhe firsl pamgraph of lhts secton
and was nol designed lo identily all defrciencies in inlemal conlrol over compliance thal might be defi;iencies, significant
deficiencies, or matenal weaknesses. We did not idenUfy any deficiencies in tntemal conlrcl over compliance batwe co;sider to
be malerial weaknesses, as defined above. However, we identfied certain deficiencies in intemal conhol over compliance lhal
we consider lo be sionificanl defciencies as descibed in the accompanying schedule offindings and queslioned coats as items
2010-lll'1 through 2010-lll4. A signjficant defciency in intemat conrrot over comptiance is ; defici;cy, or a mmbination of
deficiencies, in intemal conlrol over compliance with a lype of compliance requircment oIa federal progiam that is less severe
lhan a malerial weakness in intemal contol over compliance, yer imporlant enough to me t attenti; to those charged wirh
govemance.

The Municjpality of Lajas, Puerlo Rico was unable io provide commenls lo tre findings identified in our audit as described in the
accompanying schedule offindings and queslioned costs wlhin a reasonable period oflime, and have inforned us lhat they will
submil mmrnenls and corrective action desciptions at a date subsequent to the issuance ofthts reporl.

This reporl is intended solely for the informalion and use of management, Mayor, olhe6 withrn he entity, Municipal Assembly,
and federal-awarding agencies and pass-hrough entrties and is not intended lo be and should nol be used by anyoneolhertha;
these specilied pades.

D -7-
'*oror ro*o* ao a*

yauco, puerto Rico LlcENsE #35 ' lN FoRcE

February 11,2011

Stamp #2583301 was affrxed lo
the oiginalof this reporl
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COMMONWEALTH OF PUERTO RICO
MUtIICIPALITY 0F LAJAS

- SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 201O

SECTION I - SUI,II/IARY OF AUDITORS' RESULTS

- Financial Statenents

Type oI audilois report issued

lnterna conlo overfinanciai rcporlingl

Sig n ilica n I mnirot deticiency idenl fied ?

. Material weakness (es) idenlitied?

Noncompliance material to linanca stalements noled?

FedenlA$ards

lnlernal conlot over malor programs

Signilicanl mnlro defcency idenlited?

. Maler a weakness (es)idenUlied?

Type oi aud lois eporl ssued on compl ance for

- Maio. Programs

- Any aldll fndhg dlsctosed lhat are required to be reported
in accordance w th Seclion 510(a) of C rcutar A 133?

- lde n lificalion of M ajor Prog ra ms:

CFDA Number

E Unqualified Opinion ! O:atifieO Opinion

E Adve6e Oprnion E Drscraime, Op,n.on

! ves

E ,".
! ves

E v""

Ev*

@ lone reponed

Em
Em

14_228

14.471

93 575

93713

Comfiunily Developnenl Block crant Slate Granl
S€cllon I Holsing Choice Vouchers
Child Carc and oevelopment Block crant
ARM ChildCarc afd Development Elock Granl

- 
Doll", t rohold used to dislinguish belrveen
Type A and Type B Programs:

- Auditee qualified as towisk audilee?

$300 000

E yes Eu
SECTION II - FINANCIAL STATEIiIENTS FINDINGS

ROM4N TORO &CO., CSP Cenifed Public Accontants and Business Consuttants
PO Box 3043 yAUCO PR 00698 3043 . TEL. (7s7) 8566220 FAX:O8\85662i3 62
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COiIIIiONWEALTH OF PUERTO RICO
MUNICIPALITY OF TAJAS
SCHEDULE OF FII{DINGS AND QUESTIONED COSTS
FORTHE YEAR ENDED JUNE 30,2()1O

SECTION III-FEDERAL AWARD FINDINGS AND QUESTIOITED COSTS

20'tGIt.l

Type of finding: Federal Award.
Situalion: Signifi cantdeficiency, compliance wilh federal regulalions.
Federal Program: Communily oevelopment Block Grant - Stale crant (CFDA 14.228)
Compliance Requirements: Reporting.
Prior-Yea(s) Audit Finding(s): 01-09.

Queslioned Cosls: None.

Condilion:
Tletr,,lunicipality did nol submit certain rcports and did not include necessaly financlal dala witfiin submitted Eports required for
he CDBG program. TIis isa repealfinding lrom pior years.

Contaxt:
The following rcports required by he CDBG prDgram were not p.epared or submifled to lhe awarding agency, lhe
Commissioneis Office for Municipal Affai6 (oCAM)j

1. Relacion de Gaslos e lngesos (lhe 3d quarter of 2009 and the I sr quarter of 2010).
2. Program lncome ReF,orl Io be submilled quaderly and he eslimated program income repod that is due on July 31 of

each yeaa.

3. Seclion3summaryreport.

Even lhough the performance and evaluarion repo ior program year 2oog was prepared lhere was no evidence lhal lhe same
had been submitted to OCAM. The reports for lhe other open program years, which are from 2005 thru 2009, w€re nol prepared
as reporled in pdoryearsingle auditrcports.

Cti&i.:
According to 24 cFR, seclion 91 520 (a) and ( c), he Perfomance and Evalualion reporr is due 90 days afrer $e ctose of its
progmm year, and should include a descriplion of the use offunds during the prcgGm year and an assessment of the grantee,s
usefor the pnorilies and objeclives identjfied in its plan. HUD 60002 section 3 summary report is required for each g;ant over
$200,000 thal involves housing rchabilitalion, housing construclion or other public consiruction, according to 24 CFR- seclions
135.3 (a), 135.90 and 570.487{d).

The program is required by oCA[,] to reporl any and all program income generated by lhe program afler every hree monttl
pedod, as per OCAM Ci.cular Letter ?0081 1 of lvarch 25, 2008.

Cause;
The ltlunicipality did not horolghly review the HUD and ocAtv guidetines regading he requkements o, submission of reports.

Efract:
Tle lt unicipality did not repo( requjred informalion to the awarding agency.

Audibl s R econ n en dati o n :
?he ltlunicipality should deliver insfuctjons to its stafi regarding hes€ HUD and ocAlr,{ guideliaes, and lo constan y review
authoritative guidance in order lo assure that all required reports are prepared and tmely submilled.

Views ol rasponsiblo otrtcials ancl cofieclivs aclions:
I\ranagement was unable to provide mmments within a reasonable penod of lime, and will submil comments and corective
action descriptjons shoily aflea lhe jssuance oI lhe auditois reporl.

ROM4N TORO & CO., CSP Ceii"fied Public Atcontantsand Business Consuhants
Po ROX 1013 yAUCO PR 00698-3043 . TEL. (787) 856-6220 F,LY: (787) 856-6233 63



COMI,IONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS
SCHEDULE OF FINDINGS AtitD eUEST|oNED COSTS (Continued)
FOR THE YEAR ENDED JU}IE 30,2O1O

SECTIoN lll- FEDERALAWARD Ftt{DtNGS AND OUESTTONED COSTS (Cortinued)

2010.[t-2

Type offndingi Federal Award.
Silualion: Significant deficiency, compliance with federcl regulalions.
Federal Prog[am: Community Development Block Glant - State Grant (CFDA 14.228) ard

Section 8 Housing Choice Voucherprogram (CFDA j4 871)
Compliance Requirementst Equpment and Real Property [,4anagement (E)
PriorYea(s) Audit Fifl ding(s): None.
Questioned Cosls: Not determined

Condition:
The i,,funicipalitydoes not maintain an adequate invenlory of fede€ltyjunded equipmenl, because Euipment purchased
with CDBG and secliofl 8 progGms funds were not ident!fled separalely from each other. Additionaly, the [,4unicipatity did
nol pedorm the required inventory of either program's equipment within lhe 1-year timeframe required by Slale,s po[cies
and prccedures as prcscribed by the PR Commissionels Of,ice for l!,4unicipal Affairs.

Con,€,rt:
Dudng our audil, we inquired about the l\4unjcipalily,s annual equipment inventory process, as requircd by state
regulations. We found lhat the ltlunicipality had performed an annuat invenlory on alldepartmenls and oflices, but coutd
not provide evidence lhat it was performed lo the federal pograms office which administers section 8 and CDBG
programs. Addilionally, lhe subsidiary ledger mainlained by the lt4unicipality had idenlified all Euipment in lhose oflices by
as part of the office, and nol lo a padicular program.

Citatia:
PR Commissioner's Office for ltlunicipal Affairs Municipal Administralion l!4an!al requires lhat the l!,4unicipality pedorm an
annual inventory of all propedy and equipment in lhe custody and ownelship of the Municipality, inctuding rts federal
programs (Ch. Vll, sec.23).

Causel
The l\,lunicipality did nol app{y federal and
misunderstanding of overlapping regulalions.

Etfect:

state policies and procedures rcgardtng invenlories because of a

The Municipality could nol ascertain it had maintained proper accounling and safeguarding conlrols over its federally
tunded equipment.

A ud ito t" s Recon fi en dati on :
The Municipality should include federally funded equipmenl separaled by prcgram wilhin ts inventory, and should pedorm
annual inventories as required by slate regulations in order to minlmize lhe risk oI loss or theft.

ViGw$ ol rcsponsible oficials and cofiqctiva actions:
Management was unable to provide commenls wilhin a reasonable period of time, and will submit commenls and
cofiective action desc plions shorlly afler the issuance ol the auditols report.

RO^,LAN TORO & CO., CSP CertiJied Public Accontants a .l Business Consuhants
PO BOX 3043 LAUCO PR 00698-J043 . TEL. (787) 856 6220 FAX: /787) 856-6233 64



COMMONWEATTH OF PUERTO RICO
[,IUNICIPATITY OF LAJAS
SCHEDULE OF FINDINGS At{D 0UESTTONED COSTS (Continued)
FOR THE YEAR ENDED JUI,IE 30,2()1O

SECTION lll- FEDEMLAWARD FtltDtNGS AND eUESTTONED COSTS (Continued)

m10. -3

Type of findingt Federal Award.
Silualion: Signilicant deficiency, compliance with federal regulations.
Federal Program: Community Development Block Grant - State Grant (CFDA i4.228)
Compliance Requirements I Procurcment and Suspension and Debarmenl (l)
Prior-Yea(s) Audit Finding(s): None.
Queslioned Costs: Nol delermined

Condition:
The l,lunicipality does not vedfy lhat thkd-paffes wto pmvide goods and services, including construction conlracts, to tre
CDBG program are nol included in the 0lt4B Suspended and Debared List.

Contert:
when interviewing personnel and obseNing selected procuremenl and disbursemenl aclions, we found lhat lhe
fi4unicipality's CDBG staff does nol ve.ily and document that third parties contracted for goods and services with program
funds are not included in the olt4B Excluded Parties List. Ho$,ever, our tests did not reveal any excluded parties cur;nfly
being contracted by the Municipality.

Ctibth:
2 CFR pad 180, tlihich implemenls Executive Orders 12ar49 and 12689, and the OMB A-102 ftmmon Rute (1)(d) requke
all federal agencies, heir granlees and sub-grantees to avoid prccu ng goods and services using tuderal progr; funds
frcm thid parlies who are suspended ordebared from doing so by lhe U.S. Oflice ofManagementand Budget aOMB).

The awad contract bet',,/een the lt4unicipality and the PR commissionels office for Municipal Affairs (pass{hrough
grantor) requires, in one of its conlract clauses, thal lhe [4unicipalily document in ils contract files all procedures lhat,.rc;
performed lo veify that the contracled parly is not suspended or debarred from participating in federally-funded aclivities.

Causel
The lt4unicipalily did not lhorcughly €view the HUD guidelines rcgarding the requirements of prccuremenl, suspension
and debamenl.

Etlect:
The l\'lunicipality was exposed to lhe risk ol disbursing federal tunds lo third parlies !!ho,,,,!uld be ineligible lor receipt of
such lunds. enle ng noncompliance circumstances.

Au d itol s Recon n en dati o n :
The Municipality musl rcview all procurcmenl aclions for compliance wilh suspension and Debarment requiremenls in
order to avoid possible questioned costs and unallowed expendilures.

Vtews ol rcsponshle ofrcial$ eod cofiectire actioB:
l\,lanagement was unable to provide comments wilhin a reasonable period ol lime, and will submil @mmenls and
corrective action descdplions shortly after the issuance of the auditols rcport.

ROM4N TORO & CO., CSP Ceiilied Public Accomtants an.l Busircss Consutta ts
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COMIi,IONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS
SCHEDULE 0F FlNDlt{cS AND QUEST|OitED COSTS (Conrinued)
FORTHE YEAR EI{DED JUNE 30,2(}1O

SECTION lll- FEDEML AWARD FINDINGS AND OUEST|OiIED COSTS (Confinued)

ml0. t.1

Type offndingt Federal Award.
Situalion i Significant dellciency, compliance with federal regulations.
Federal Prcgramt Section 8 Housing Choice Voucher p.ogram (CFDA 14.871)
Compliance Requirements: Special Tests and Provisions - Ulility Alowance
PrioFYea(s) Audit Finding(s): None.
Questioned Cosls: Nol delermined

Condilion:
The lvunicipality did nol annlally review its schedule of utility allowance as requircd by program regutations.

Contert:
During lhe 2009'2010 rscal year, the lt4l]nicipality's seclion 8 program dki nol perform the annual review of its utility
allowance schedules, relying on the mosl recentavailable study, daled from Fy 2008-2009, to determine each participanf;
allowance. ll did not also verify changes in markel pdces in utility msts to determine whether they fuctuated morc lhan
10%, which would also require a revision of the schedule.

Citeia:
4CFR 982.517(c), Revisions of ulility allowance schedule, requires that the l!4unicipalily must review its schedule of utitity
allowances each year, and musl revise its allowance for a ulility calegory if there pHAs been a change o, jO percent o;
more in the ulililyrale sincelhe lasttime the utility allowance schedule was rcvised.

Ceusq:
The Municipality did not thoroughly rcview the HUD guidelines .egarding the requirements of utility allowances, and
instruct its perconoello review the utility allowance delerminalions annually.

Eflecl:
The lvunicipality compensaled padicipants with ltility alowances which r,lere notactualized wilh cunent utility costs

Au dito f s Re co n ne n dation :
The lvunicipality must review ils schedule of utility allowance as soon as possible and actualize il lo curenl markel costs.

Additionally, lhe Municipality shouid deliver instructions lo its staff regarding lhese HUD guidelines, and to conslanlly
review aulho tative guidance in order to assure thal eligibility procedures and determinations are perfomed in luil
compliance with applicable rcgulalions. ll should implement conlrols lo assure lhat lhe utility allowance schedules are
reviewed and aclualized annually.

Views ol rcsponsibla officials end conectiye actions:
I\,4anagement was unable lo pmvide comments wilhin a reasonable period of iime, and wjll submil comments and
coffective aclion descriplions shodlyafterthe issuance oflhe auditols rcport.

END OF SECTIOII

ROMAN TORO & CO., CSP Ceiifed Public Accomtants ancl Busikess Consukants
PO ROX 3043 YAUCO pR 006s8-3043 . TEL. (787) 85G6220 . FAX: O87) 856-6233 65
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