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INDEPENDENT AUDITOBS' REPOBT

To the Honorable l\,4ayor and
lVunicipal Legislature

l\,4unicipality of Lares
Lares, Puerto Rico

we have audired the accompanying linancial starements or the governmenrai aclivities, each major lund and the
aggregare remaining tund rnformarion of lhe rruniciparity ol Lares, ;s oiand ror rhe yefl ended Juns30, 20r 1, which
collectively compnse the t\4unicipatity's basic tina0ciat statements, as tisted in the t;ble ot contents. These financiat
statements are the responsibrlity oi lhe r\,4uniciparity's management. our responsibirity is to express opinions on
these financial statements based on ouraudit.

we conducted our audit in accordance !!ith auditing standards generaly accepted in rhe united stares of America
and rhe standards appricabre to financiar audrts contarned in Govennent Audibng slandards, issued by the
comptroller Generar or rhe united states. Those standards requrre that we pran ani p;r,orm the audit to obtain
reasonable assurance about whether the financial statements are free o, mateial misstatemenl. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the lioancial srarements. An audit
also incrudes assessing the accounting princrpres used and the srgnrlcant estrmates made by management, as wel
as evaluating the overajl fnancial slatement presenlalion. We beJreve that oLJr aud,t provideia reasonabte basis lor
ouroprnrons.

ln our opinion, the rinanciar srarements rerered to abo-ve.present faidy, in a[ mareriar respects, the respective
financial position o, the governmentar acrivities, each maror fund and the aggregate remainrnq lund inrormato; or the
[4unrcipaljty ot Lares as orJune 30, 2011, and the respectrve changes rn lin'anirar posrrron liereor ror rhe riscalyear
then ended rn confomity with accou0ting prrnciptes generalty accepied in the United States olAmerica.

ln accordance with Govelrnent Audring srandards, we have arso issued our reporr dated February 21, 2012 on our
consideralion ol the t',4unicipaiity's internal control over financial rcpo.ting and on our tests ol it; compllance wilh
certain provisions ol laws, reguiations, co.tracls. grants, agreements and-other matters. The purpose of lhat repon
is to describe rhe scope o, our resting of intemar contror over linanciai reporling and complrance and the resurts of
lhat tesring, and not to p.ovide an opinion on the rnrenar contror over financrai reponing or on compliance. Thar
report is an integ rai part of an audit performed n accordance with Govennent Audnin; Sbndalds and should be
corsidered ir assessng lhe resurts ofou, aLotl.

The n4anagemeots Discussion and Anarysis on pages 3 rhrough 15, and the Budgerary companson schedure onpage 52 are not a requrred part or rhe basic financ,r srarernenrs br,r are suppre entary intormatron required by
accounting principles generally accepted in lhe unrted states oi Amerca. we have applied certain limited
procedures, wiich consisted principaly of inqurries or management regardrng rnerhods of measuremenr andpresenlaton ol the required slpplementary infomation. Howevei, we dld not aud-it tne intormation and express no
oprnron 0n [.

75Glt5l1. Fa\ r78ir lTlr)561



our.audrl was conducted for lhe purpose ol iorming opinions on lhe financial stalements that collectively compnselhe [runcipahty ol Lares unancjar statemenrs as a whote. The accompanyrng s";ed;r;oi iipend,lros or f"de,arawards is presented for purposes ot additionat anatysis as ,$il ;t {].i: 6mi" j ii_{.r"nt.no auog.tCrrcular A-1 33, Audds o, S lates. Locat Govenments. and Non-pioft Organiatons, .ni t" ,oi 
" 

,.qrn"O purt of rn"basic linancial sratements. such inrormation has been suqecreo ro trre aiJrtnl proiJuies appi,eo , rne 
"uoit 

oi tr,ebasE ,inancral statements and inouroprnon he,nformation is larrty srated ii i,f ,rrenii r.li..s, In ,",.ton fo rn"basic finanoal stalements tal€n as a whole

San Juan. Puerto Rico
Febuary 21 . 2012

The slamp E18909 was
to lhe orginalof thls report
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Conmonwealth of puerto Rico
MUNICIPALITY OF LARES, PUERTO RICO

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE FISCALYEAB ENDED JUNE 30,2O1I

The following discussion and analysis of the Municipality ol Lares' financial perfo,mance provides an overview of the
i.'lunicipality's financial activities for the fiscal year ended June 30,2011. please read it in conjunction with the
linancial statements, which follow this seclion.

FINANCIAL HIGHLIGHTS

Highlights tor Governmenttyide Financial Staternents

The government-wide financial statements report information about the l!,lunicipality as a whole using the economic
resou.ces measurement locus and accrualbasis ol accounting:

. The assets ol the Municipality, on a govemment-wide basis, exceeded its tiabilities at the close of fiscalyear
2011 by $13,656,204 (net assets).

. Hevenues increased by $4,445,118 (23%) and expenses increased by $938,884 (60/0) in compadson with
year 2010.

. Netchange in netassets amounted io $4,392,073, an increase 01396% with respectto prior year (2010) net
change.

Highlights ror Fund Financial Ststements

The ,und financial statements provide detailed infomation about the l\,,lunicipatity,s most significant lunds using the
currentfnancial resources measuremenl locus and modiried accrualbasis of accounting:

. At the close ol the current,iscal year, the lllunicipality's govemmental tunds reported combined ending tund
balances of $5,216,129, an increase of 9,l,117,204 in comparison with the prior year.

. The General Fund reporled an excess o, expendilures over revenues and other financing uses of
($313,930) and an unassigned (deficit) fund batance ot (95,920,579). Unassigned (deticil) tund batances
increased by ($1,000,900) lrom prioryear.

General Financial Highlights

. The investment in net capitalassets as ot June 30,20i,l was$9,811,259 (netof related debt).. Long-term debt general and special obligations bonds decreased by $545,000, approximately lO% wilh
respect 10 pior year balance.

. Other long-tem debts net reductions lrom payments amounted to $618,903.. On a budgetary basis, actual expenditures exceeded actual revenues by 9576,336.. Bevenues increase was mainly due 1o an increase of $343,476 in Construction E(cise Taxes and
$2,069,671 in lntergovernmental revenues, also the l\,,lunicipality realized economies, principaly in public
Safely ($115,859).
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Commonwealth ol Puerto Bico
MUNICIPALITY OF LABES. PUERTO RICO

MANAGEMENTS DISCUSSION AIID ANALYSIS

FOR THE FISCAL YEAR ENOED JUNE 30, 201 1

OVERVIEW OF IHE FINANCIAL STATEMENTS

The ltlunicipality's basic fnanciat slatements compdse three componentsr (1) management discussion and analysis
(presenled here), (2) basic financial statements, and (3) required supplementary information.

Dis.usiion and
Analysis

COMPONENTS OF
THE FINANCIAL
STATEMENTS

The ltlunicipality's basic frnancial statements consist of two kinds ol statements, each with a dilferent view of the
lllunicipality's finances. The govemment-wide fnancial statements provide both tong-tem and shod-term inlomalion
about the lt unicipality's overall financiat status. The fund ,inancial statements focus on major aspecls ol the
Municipalilys operations, reporting those operations in more detait than lhe government.wide statements:

Basic Financial Staiements

. Govennent Wide Financial Statene.l,|6

The go.vemment-wide stalements report inlormation about the Municipatity as a whote using accounting
methods similar to those used by pivate-sector businesses. They are prepared using the llow of economia
resources measurement focus and the accrual basis of accounting. The frrst government-wide statement _
the Slafe/rent oF l,/et Assels - presents inlormation on all ol the Municipalily,s assets and liabilities, with the
diflerence between lhe two reported as net assets. over time, increases or decreases in the lllunicipality,s
net assets are an indicator ol whether its fnancial heatth is improving or deteriorating. Olher non-finan;al
factors such, as the condition of the ltlunicipality,s roads and other infrastruclure may need to be considered
io assess the overall health ol the l\runicipality. The second statement - lhe Statenent ol Aclivites _
presents infomation showing how the net assels changed dudng theyear. Allof the current yea/s revenues
and expenses are taken inlo account in the slatement of activities regardtess of when cash is received or
paid.

The govemment-wide statements repods as govemmental activities the Municipalitfs basic services such
as public safety, public wo*s, health and sanitation, cutture and recreatjon, solid waste disposat, human
services and wellare, and community developmenl; education and general administIation. These activities
are prima ly financed through property taxes, other localtaxes and intergovernmenlal revenues. lncluded in
lhe govemmenlal aclivities are the govemmental funds.

Goverhfient'wide

, stotehents

tFund staternents

;



Commonwealth of puerto Rico
MUNICIPALITY OF LABES, PUENTO RICO

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR 1HE FISCALYEAH ENDED JUNE 30.2011

. Fund Financial Statenents

The fund financiar sratements provide more detaired information about lhe rrlunicipariry's most significant
lunds. Funds are accounling devices thal the irunicipality uses to keep track of specifisources oifunding
and spending for particurar puQoses. some funds are required by Federar and commonwealth regulalions:
as well by bond covenants.

The [/unicipality's basic services arc included in governmental funds, which are used to account for
essentially the same lunclions reported as governmental activities in the govemment-wide statements.
However, unlike the govemment-wide statements, the governmenlal funds are prepared using the flow ol
cuflenl linancial resources measurement focus and the modiiied accrual basis o, accounting. Under this
approach the linancial statements focus on near-term inflows and outflows ol extemal resources, as well on
balances of expendable resources available at year-end. Consequenfly, the governmental fund statements
provide a delailed short-term view that helpsthe readerdetermine whether lhere a.e more or fewerinancial
resources that can be Spent in the near future to finance the [,lunicipality,s programs. Because this
information does not encompass the additional long-term locus of the governm;nt-wjde statements,
additional information is provided on a subsequent page that exptains the relationship (or diflerences)
between the govemment-wide and fund stalements.

The governmenlal lund stalements locus on major funds. The Nlunicipality,s major lunds are lhe general
fund (which accounts for the main operating activities ol the lvunicipality) and lunds that complieiwith a
minimum criterion {perceniage of the assets, liabilities, revenues orexpenditures). Funds thai do notcomply
with this criledon are grouped and presented in a single column as olher governmental funds.

. I'lotes to the Financial Statenents

Provides inlegral infomation needed to explain the basis for the numbers used within the Basic Financiat
Statements and provide more detailed dala.

. RequiredSupplementarylnlormation

Provides addilional infomation to better undersland the financial position of lhe l\,lunicipality and contains
the Budgetary Comparison Schedule for the General Fund.

FINANCIAL ANALYSIS OF IHE MUNICIPALITY AS A WHOLE

Net Assets

Net assets (assets over liabilities) may seNe over time as a useful indicator oJ a govemment's financial position. Net
assets lor the year increased 27% with respeci to prior year as reslated. The most signilicant changes were an
increase in Currenl and Non.Current Assets 0f93,306,041 and a decrease in Unrestricted of (92,289,99i).
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Commorweallh ol puedo Fico
MUNICIPALITY OF LARES, PUERTO RICO

MANAGEIiENIS DECUSSION AND AI,IALYSIS

FOB IHE FISCAL YEAR ENDED JUNE 30, 201 1

The following table presents a summary of the Siatements of Nel Assets as o, June 30, 20.t 1 and 201 0:

lable 'l

Commontyealth ol Puerto Rico

Muricipality ot Lares, Puerto Rico

StatrDenl of Net Assets
For tle FiscalYears Ended June 30,201, al|d 20i()

Cunert and Non-Curcnt Assets
CapitalAssets

TolalAssets

Cureflt Liabililies
Defened Revenues
Long-fem Liabilities

Total Liabililies

NetAssets:

lnvestnenl in Capilal Assets,
Nel of Relaled Debt

Resticiod (as Reslated)

lJnresticted

Total Nal Assels

2011

s 12,333,157

12,710.2s9

25,1),t3,41 6

3,515.827

585,957

7,285,428

11,387,212

20r0

$ 10,214,914

11,519,461

21,734,375

2,733,84
590,120

8,537,568

1,|,861,572

9,811,259

7,251,297

(3,406,352)

I 13,656,201

7,066,461

8,491,633

(5,597,054)

$ 9,961,040

The largest portjon of the l\,lunicipality's net assets rellects jts investment in capital assets (e.g., land, buildings,
equipmenl, and inirastructure) lor $9,811,259; total capilal assets ($18,257,051) less accumulated depreciation of
($5,546,792) and less any related outstanding debt (92,899,000) used to acquire or construct those ;ssets. The
lllunicipality uses these assets to provide seruices to jts citizens and consequenty, these assets are not availabte for
Iuture spending. The resources needed to repay the debt retated to lhese capital assets must be provided from other
sources, because capitalassets are not generatly tiquidated forlhe purposes of retiring debt.

Rest cled net assets represent resources that are subject to external restrjctions on how they may be used.

Unrestricted net assets are the part ol the net assets that can be used to fnance day-to-day operations without
constrains established by debt covenants, enabling legislation orother legal requirements.

As of June 30, 2011 ihe l\,,lunicipaljty presented unrest,icted (deficit) nel assets of (93,406,352). This balance was
alfecled by long term obligations such as compensated absences 91,5j9,784 and other debts lor lhe amounl ol
$1,886,56810r which lhe [,,lunicipality did not provide tunding in previous budgets. Historically, such obligations have
been budgeted on a pay as you go basis without providing funding lorthehfuture liquidation.



Coftmolllvtalth oI puerto Bico
MUNICIPALITY OF LARES, PUEBTO RICO

MANAGEi,IENTS DISCUSSION AND AI,IALYSIS

changes in r{er &sets 
F.BTHE FlscAl- YEAfl EN,EDJUNE30 2011

- The folowing tabre summarizes the changes in net assets for the years ended June ?o, 201 1 and 201 0:

labte 2

Revenuos:

Proqram Revenlesl
Chaoes lor Setuices
0peratng Granls and Contributions

General Revenues:
Property Taxes

Volumen of Business Taxes

Sales and UsageTaxes
Coniructron Taxes

lnteGovemmental

olher General Revenues

Total Revenue3

Expenses:
General Adminiskation

Public Safety
P!blicWorks
Culfure and Reqealion
Health and Sanitation
Solid Waste Disposal
Public lnslruction

Human Se.vices and Welfare
lJrban Developmenl

lnleresl Costs

Total Exp€nses

Changes in l{et Assets
Net Assets-Beginning, as Reslated

Nel AsseG.Ending

Commonyreahh ol Poerto Rico

Municipality o, Lares, Puerto Rico

Chang€s in Nel Asset6
For the FiscalYsais Ended June 30.20tl and 2010

2t11 2010

2120,119
811,823

994,827

540,241

10,101,325

390,969

19,488,263

385,395

3,543.564
$ 384.S40

1,502,ss1

2,6U,113
829,703

'1,018,486

196,765

8,031.654

456,933

't5,013,145

5,759.502

945,963

3.085,73s

685,479

1,199,729

475,1U
50,462

852,774

855,033

247,445

11,'t57,306

885,839

9,075,201

$ 9,96r,010

6,891,783

830,104

2,983,070

729,424

1,131,480

422.9

26,182
u1,733

1,006,526

232.928

'I 5,096,'t g0

1,392,073

9,2M,131

tr



Commonwralth ot pueno Fico
MUNICIPALITY OF LARES, PUERTO BICO

MANAGEIi,IENT,S DTSCUSSIoN AND ANAtyStS

FOR THE FISCAL YEAR ENDED JUNE 30, 201 1

Figure 1 presents revenues compadson by sources olthe governmental activities dudng the past two years:

FIGUEE 1

Figure 2 presents expenses by function ol the governmental activities durjng the fiscal year 2011-20101

FIGURE 2

Comnotueatth., pu€ne Rico
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Commonwealth ot pueflo Bico
MUNICIPALITY OF LARES, PUERTO BICO

MANAGEMET{T'S DISCUSSION AI{D ANALYSIS

FOB TIIE FISCAL YEAB ENDEDJUNE 30,2011

Approxjmately 5?/" of the ll,'lunicipality's revenues came irom intergovernmental, 18% from grants and contributions,
14ol" from property taxes, and 16% from other sourc€s. The r\,4unicr:parity's expenses cover i range of services. The
largest expenses are general administration with 460l", pubric wo*; wi6 20elo, heanh and sinitation with r/", pubric
safety with 5%, urban development with r/o and human services and wellare with 6%. program revenues of the
It4uricipality covered 20% of total expenses.

With respect to prior year, revenues increased by approximately g4,445,1j8, principally on lntergovemmental.

Expenses increased 6.22% or $938,884 in comparison with 20j0 year. Signilicant decreases were registered on
public safety, publicworks and health and sanitation services incurred for the bene,itolthe community.

The following table locuses on the cost of each ol the Municipality's largest functions/programs as well as each
lunctions/program's net cost (total cost less lees generated by the programa and prograrn-sp;ciic intergovernmentar
aid):

Some ol the cost ol govemmental activities in 2O,i was paid by lhose who direcfly benefited hom the programs
($385,395J and other governmerts and organizations that subsidized certain programs with grants and contributions
($3,543,564). The$11,167,231 net cost ol services was substaniialty covered bi other geieral revenues including
property, volume of business license taxes, the sales and usage laxes and intergovemmental.

Table 3

Commonweallh ol Puerto Rico
Municipality ot La.es, Pue.to Rico

I{et Cost of lrunicipality's covernmental Acfivjtjes
For the FiscalYeers End€d June 30.2011and 2010

Tot lCostolservices l{et Cost of Services

2011 2010 2011 2010

Genera Adminislration
Public Safety

CulfureAnd Recreatton

Heallh and Sanitation

Human Services and Welfare

Urban Developrnenl

OlheIs

Total ,

6,891,783

830.f04
2,983,070

729,424

1,131,480

841,733

1,006,526

682,070

s,759,502

945,963

3,085,735

685,479

1,199,729

852,774

8s5,033

6.506.388

830,104

2,983,070

729,424

1,131,480
(566,173)

(,,123,132)

5,374,562

945,963

3.085.735

685,479

1,199,729

373,562

(168,306)

773,091773,091 682,070

t 15,095,190 t 14,157,306 $ 1i,r67,231 12,269,815



Commorweelth ot puerto Bico
MUNICIPALITY OF LARES, PUEBTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOB THE FISCAL YEAN ENOED JUNE 30. 201 1

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

Governmental Funds

The focus oi the Municipality's governmental
Iunds is to provide inlormation on near-term
inflows, outlows and balances o, resources
available lor spendinq. Such infomation is
useful in assessing the Municipality's linancing
requirements. Municipality implemented cASB
Statement 54, Fund Balance Eepo,ting and
Covemnental Fwd Type De,rnft,ons effective
with the June 30, 2011 linancial staiements.
Fund balances for the govemmental funds are
reported in classifications that comprise a
hierarchy based on the extenl to which the
government honors constraints on lhe specilic
purposes ior which amounts in those
lunds can be spent. The June 30, 2010
lund balances were reclassified as per
new standard lor comparative
purposes.

ln parlicular, unassigned fund balance
may serve as a useful measure of a
government's nel resources available
lor spending at lhe end o, the fiscat
year. At the end ol the cu(eflt liscal
year, the Municipalily's governmental

Iunds repo ed combined ending lund
balances of $5.2 million. Approximately
($5.8) million o, lhis amount isn't
avaihble for spending at the
governmenfs discretion (Unassigned

Fund Balance). The remainder o, fund
balance is rcstricted, committed or
assigned to indicate ihat is not
avaihble lor new spending because il
has already been committed. For the
fiscal year ended June 30, 2010, the
governmental funds reported combined
ending fund balances of 94.1 million,
with a nei increase of approximately
$1,1,7,204 in comparison with the
cu(enl year. This increase was due
primarilyto funds assigned bythe State
Legislature.

10

Table 4
CommonwEalth ot Puerto R:co

Municipality of Lares, Puerto Rico
Fund Ealanc.
A3 ofJune 3,,

2011 2010
Fund Balances:
Nonexpend:ble

Commilted
Assigied
Unassigned

fotal

$-s
10,889,112 8,810,655

64.641 187,678
115.620 70 050

(5,853,244) (4969,458)

$ 5,216,129 $ 4,098,925

lable 5

Cohmon$/ealth of Prorlo Rico
Municipality of Lares, Plerto Rico

GeneElFund
As of June 30,

Descriptaqt

Vdume of Eusiness Taxes

lnlergovernmental

Corrtruclion Ercise Taxes

Sales and Usage la(es
Rent

ExpeMjtures:

Genera Govemfi€nt
Public Safety

Culture and Recrealion
Heallh and SairlaUon
Solid WasE D sposal

Hlman S€rvices and Wdfae

CapitalOuday

Tob Expenditures

Net TBnsfer ln (Out)

o$er Financiflg Sources

il.t lncrcase in Fund Balance

1.811,tA4

811823
6,301,691

vn.241
689.033
136,976

614,036

2,055.240

82S,703

6,043,702
196.765

696,469

206.495

10,971504

4,832,615

816,194
2,721,fio

711,0n
1,108,478

422.94
583,083

38,167
51,U8

10,635,506

4,472.68
922,444

2,398.135
617,333

1,177,348
475,1U
591,182

49,858

36,599

11,285,434 10,740,951

(262.406) 700.094



Commonw€elth of Puerto Rico

MUNICIPALITY OF LARES, PUEBTO RICO

MANAGEIIENT'S DISCUSSION ANO ANALYSIS

FOR T}IE FISCAL YEAB ENDED JUNE 30,2011

The general fund is the operating fund of the Municipality. Unassigned Fund Balance ol the General Fund
represents approximately 192.6% of tolal lund balances and 103.4% of total endjng General Fund Balance, which is
not in compliance with Fund Balances Policies. For the year ended June 30, 2011, the lund balance of the general
lund decreased by (9576,336)when compared with the prioryear.

GENERAL FUND BUDGETARY HIGHLIGHTS

The general fund original budget lor the fiscal period 2010-2011 presented an increase of 47o with respect to prior
year budget. During the fscal year lhe Municipality did nol revise the total budget revenues or appropriation, but the
approprialion were revised at department level. The l\,,tunicipality does not amend the budget for the reduction on
projected revenues in property taxes, volume ol business taxes, construction excise taxes and miscellaneous
revenues, nor for the sales and usage laxes.

The negative variance of $573,729 between revised budget and actual expenditures was due mainty to reduction in
revenues as explained in the preceding paragraph in excess of economies in some functions. The [Iunicipatity
reported less expenditure than appropiations in those functions lor paymenh to purchase ol supplies, professionai
and nonproressional seNices.

FIGUBE 3

aom:nonw€alth of Puerro Rico
M!.adpality ot Lrrer. Puerto Ri(o

tbcal YeaE EndedruJl} 30, 2011 and 2010
BudSelary Colnparieon

lra Q .s.

""""";"s::$"}"'.J
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Cohmonwealth ol Puerto Rico
MUNICIPAL]IY OF LARES, PUEFTO RICO

MANAGEI'ENTS D|SCUSSION AND ANALYSIS

FOR IHE FISCAL YEAF ENDEDJUNE30,2OIl

CAPITAL ASSET AND DEBT ADMINISTRATION

- CapitalAssets

At the end of lfie fiscal year, lhe Municipality has invested $12,710,259 (net of accumulated depreciation) in a broad

- range of capital assets, including buildings, land, mnstruction in progress and equipment. This amounl represents a
net increase of $'l ,1 90,798 or 9o/" from ihe pdor year, as restated.

Table 6

Commonwealth of Puorto Rico

Municipality ot Lares, Puerto Rico
Capilal Assels (Net)

Forthe FiscalYears Ended June 30,2011 and 2010

Govelnmental Activities

Non.depGciable assets:
Land

Conshuciion in Prcgrcss

Ireprcciable assels:
Buildings

Equipmenl and Vehicles

Fumilure and Fixtures

HeavyEquipment
lnfoaslructure

Total

3,619,954

1,148,431

6.321,715

256,985

36,4{7
507,987

818.740

20t0

3,210,7U
2,258,051

4,798,518

€4,365
43.843

558,773

245,117

12,710.259 11,519,461

The Municipality acquired a lotal ol $506,1 64 ol capital assets dudng the fscal year 201 0-201 1 as lollows:

. Land -$409,160

. Acquisition of Equipment and Vehicles - $57,666

. Acquisition of Fumiture and Fixtures - $2,800

. Construclion in Progress - $1,152,899

O,ther projects related to repair and maintenance of roads (not capitalized), were developed dudng the year 2011.

12



Commonwealth of pueno Rico
MUNICIPALITY OF LARES, PUEBTO RICO

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE FISCAI. YEAP ENDED JUNE 30. 201 1

Figures 4 below presenl the components of capital assels during the fscalyears 201j and 2010:

FIGURE 4

- Long.Term Debts

At year.end, the lrunicipality had 94,708,000 in general aod special obligation bonds, a decrease of 10% with

- respect t0 pior year. The following is a summary ol the Municipality's outstanding debt as of June 30, 201 j and
2010:

Table 7

Commonurealh ol P!6rto Rico
lMlnicipality ol Lares, Pueno Rbo

Outsland jng Long,term Deb!
Fo.the FiscalYears Encled June 30,2011 and 2010

2011 2010

General and Special Obligalion Bonds
law Nlmber42 - IVRCC
LII\IS - MRCC
Law Number 146 - MRCC
l,lRCC Uquidrljon
Depadrnent of Labor and Human Resour€es

Compensared Absonces

Tolat

4,708,000
645,395

14.777
255,362

49.410

92,00;

5,253,000
659.497

42,149
264,570
144,986
u,245

107,662
212,AAO

.1.519.784

$ 7.2a5,728

It4ore detailed informalion aboul the [Iunicipality's long-term liabilities is presented in Note 9 io the linancial
statements.

aoomonwea:th of Pleno Rico
Mu.i.ipallty of Lares, Puefto RIco

Cofi ponents of Capital A$€tJ
(ln Dollari)

,;:"";:l-:1,:.i'{J

tt!11
t!!10



Commonweallh of puerto Fico
ti,tUNtCtpALtTy OF IARES, pUERTO R|CO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOH THE FISCAL YEAF ENDEDJUNE 30,2011

Figure 5 present the components of long-term debts dudng the fscal year 201 
.l 

and 201 0:

FIGUBE 5

Comrnonw€alrh of Pr€.to Rtco
Mrnicapalily of l,arer. Poerto Rj.o

Outltandlng tsn!-Term Oe5t!
ltn tdl.r') teE :i a.d 5!(, €llgrhn .'cB

loer.nnd d :lh6 r( nud- i!tu at

ECONOMIC FACTORS ANO NEXT YEAR'S BUDGET

The l\,lunicipality's selected and appointed offcials considered many factors when setting the,iscaryear 2010-2011
budget. One ol these lactors is the economy. Among economic areas considered ;re the population growlh
estimates, personal income, housing statistics and unemptoyment rates. The l!,lunicipatity,s unemptoyment rate now
stands at 18.S/", which compares wilh the Commonweallh rate of 160/".

The Municipality applied an aggressive approach in development budget estimates. Amounts available lor
appropriations in the General Fund for the iscal year 201j-2012 are 9j3.8 million, approximately 9680,000 more
than the fiscalyear 2011. The ll,'lunicipality expects an increase in revenues for the next year due to new construclion
projects. Budgeted expenditures a.e expected to stabilize accordingly to ihe projected revenues. Among ptanned
projecls, ihis budget may be adjusted in accodance with economic injection projected when the construdi;n project
promoted by lhe ltlunicipality and others private projects were develop during the year.



Commonwealth ot puerto Bico
MUNICIPALITY OF LARES, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOB THE FISCAL YEAR ENDEOJUNE 30,2O1I

AMERICAN BECOVERY AND BEINVESTIi,TENT AcT

The Municipality expended the following lederal awards irom the American Recovery and Reinveslment Acl dudng
fiscal year 2010-2011. These awards corresponded to fiscal year 2009-20,0 that were carry forward during curreni
year

CFDA
Number

Total
Award

Total
Federal

FederalTransit - Bus and Other lvotor Vehicte Transit Systems (0.73 jobs)l

Department of Housing and Uban Developmenl - Puerto Rico Staie
Homeless Prevention and Rapid Rehousing Program

Department olJustice - Justice Assistance Grant Program

Department of Energy. Enerqy Efficiency and ConseNation BIock Granl
Program [to change lights in F6lix l\,l6ndez Sport Comptex (0.93) ]obl Bj .1 28

Total

20.500 s1.208.942 $ 898,625

14.262 452,355 138,450

16.803 178,373 89,186

156,900 17,500

$1t90r20 $1J4tiz1

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a general oveNiew ol the
l\,4unicipality's finances and to demonstrate the Municipality's accountability for the money it receives. t, you have
questions about this report or need additional in,ormalion, contact the l\ilunicipatity's Finance Department al J(787)
897.230010r P.O. Box 395, Lares, Puerto Bico 00669.

l5



COMMONWEALTH OF PUEBTO RICO

MUNICIPALITY OF LARES, PUERTO RICO

STATEMENT OF NET ASSEIS

GOVERNMENTAL

ACTIVITIESASSEIS:

Cash and lnvestments (Note 3)
Cash with FiscatAgent (Nole 3)
R€cejvables (nel):

Property Taxes

Sales and Usage Taxes
FederalGGnts

0thers

Due kom Locai Goveriment (Note 4)

Defered Charges

CapilalAssels:

Land, lmprovemenl and Conslruction in proEess (Note 8)
other Cap(al Assets lNet ot Deprectal onl(Note A)

Total Capilal Assels

TOTAL ASSETS

LIABILITIES:

Accoirnls Payable and Accrued Expenses
Acoued lnierest

Due to Govemmental lJnils (Not6?)
Deieffed Revenues (Noi6 5)
Long-Tem Liabtlitjesl

Due Withln one Year (tlote 9)
Dle in luore lhan one Year(Nole9)

TOTAL LIABILITIES

NETASSETS:

lnveshent in CapdalAssets. Net o, Betaied Debl
neshcled Io(
Capilal Prqects
Debt Servrces

Communriy Developnent projecls

Olh6r Purposes

Unreslncled (Deficit)

TOTAL NET ASSETS

6.901,769

2,050,831

9.613

57,542
3.117,584

5,102

26.176

4.768.385
7.941 874

12.710,259

25,043,4'16

3,02S,306

75,449

414,472

585,957

1.582,151
5.7A3,277

'tl,387,212

9.811.259

2.969
1.954 034
2,700.a22

2.594 272
(3.406.352r

s 13,656,m4

The accompanying notes are an integalpart ol these basic financial slatements.
-16-
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COMI.IONWEALT}I OF PUEFTO RICO

MUNICIPALITY OF LARES. PUERTO FICO

STATEMENT OF ACNVINES

FOR TTE FISCAL YEAR ENOEOJUNE

Ope6ting
Charqs For crantsand

Expenses Service! Contabutjons
Granls and Net (Expense)

Cont bulion8 Bevenuo3

Govemmentrl Activiti*:

[layor and Municpal Leg slature
General Govemmenl
PubllcSalety

Cullure and Aecreaton
Heatlh and Sanilat on

Solid Waste Disposal

Nlman Se&ices and We fare
Urban Development

lnleresl on Long-Term Debl

Tolal Govemmental Actlvili€3

s 569.518

6322265
830.r04

2.983.070

729.424
1.131.480

122_9W

26.182
841,733

1.m6.526
232.928

s 15,096,190

s (569.s18)

15.936,870)

1830.104)
(2.983.070)

1729.424\
(1.131.480)

(422.960)

126.182)
566.173

1.129.132

1232,928)

{11,157,231)

1,877,704

842.415

w.827
8r1 823

540.241
10,101.325

136,976
253.993

r5.559.304

4,392,073

s 13.656.204

385.39s

1.107.906

2.135.658

s___!!ugq ! __!!43.!c4 s .

PropenyTaxes, levied for General Purposes (l,lot6 1 1)
Prope8Taxes, evied ior Debt Seryice ltilote ,1)
Sales and lJsage Taies {l{ote t3)
Volume oi Blsiness Tares (Nole 12)

Construct on Erc se Taxes (Note 1 4)
nlergovemmental (Note 1 5)

[!isce]laneous

TotalGeneralBevenues

CHANGES IiI iIEI ASSETS

NelAssels-Al Restaled. al Beginningol Year (t{ote 19}

NET ASSEIS - ENDIiIG OF YEAR

The accompanying notes are an integral part of these basic financial statements
-17-
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coMUol'lWEAlT}l 0f PUERIO F|CO

MUI,IICIPAUTY OF LARES, PUEfiO RICO

RECOI,IOI.NNON OF IfiE GOVERiIMEIITAL FUNDS SAI.TINCE SHEEi
TO IIIE STATEIIEIIT OF NET ASSEIS

Tolal Fund Brlsncs - covdnhont Fundi

Arnount repoded lor covemfisnlal Ac1iv les n Ure Slatemenl ot Nei Assels

Caprhl Asseb lsed ln ! ove m menlal acliv € s are flot tinancial re so.rces and th e relore
are not rcFoded in tie funds. tn lhe cuffent penod. Ih€se afio{nis arei

I\lon Depreoabte Capilal Assets

0€prcoabl6 Capdal Assets

nilaslructurc lssets

Accumulaled Depr€oalon

Totat Caplat Assets

olher AsseB us€d in Oovommedal aclyitles are nol linanciat esources and Ihe€lorc
are nol reponed m lhe lunds:

Delerre! Cha4es

some ol fie lluoiclpalily s Gvenles wrlt be colte.ted aner yea,€fd hutare not avataot€

soon enough to pay lor lhe currefl penod s expndillres and thercto€ alE detefi€d n te tunds:

SEGP

Some liabililies are not due and payable n lie curlent pedod and lhereiore are not ieponed
n lhe lunds. Tlose liabrilies consist ol:

General Bofds and Sp€ciat Eoids
PB oeDanmenl ol Labor and Humm Beeur.es
L]MS-MBCC

Soiid Waste oisposal

Com pen sated Abs€nces

LawNumber146. MFCC

Law Number 42 -MBCC

Total Long-Tem Lraliities

Total Not Ars.t5 o, Govemm.nl.t Activitia3

$ 4.768.385

12636.r4€

852.51E

(5.546.792)

12$.0m
49410

14.4n

92.000

1.519784

256.362

s 5.216.1A

r2.710.259

26 1/6

2.534068

(6,830.4281

3 13.656.2fi

Theaccompanying noles are an integGlpart ol these basic ,inancial slatements
- 19.
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colluo wEAllt 0F PUEFTO FtCO
IVUNICIPALITY OF LARES. PUEFIO BICO

BECONCILIATION OF THE STATET'E'IT OF REVEI.IUES, EXPENDITURES. ATIOCHANGES
II,I FUND BALANCE OF GO\EFIIME}ITAL FUNDSTO THE SIATEIiIETIT OF ACTIIIIIES

YE,AA E}IOEOJUNE 3d 201'

NetChang€ in Fund Belanc!3-Gov6rnmenl Funds

)tnounr reponed lol Go\em,nenbtt tilities in te Shlem enr ot kljlilies

Go€mmenEltunds report capiht ouUa)6 as€xpenditures. Howe,€( n he ShEment ol
lcbMtes fie cost ol fiose assets is alocated o,'€r hen es[mated usefut tiles and reponed

as depreciation expense. h fu coffenl period, h€se amounb are:

CapibtAsseb

Deprcciaton Erpense

Loss on Dispositon ol Capilat Assel

Excess ol Deprcciation Expense o\sr Capitat t6sets

Be\€nles in he Shtement ol Activties hatdo not prcvide curenltinancratresources are
repoded as rev€nles in he tunds and \ice !e.sa:j

SBGP

Repa),menlol long-le,rn pincrpal is expenditu€ in he go!€mmenht tunds, bulissuingdebt
reduced Long-Tem Labililies in fre Shrem ent oi Nel Asseb. ln he cunentperjod

Som e expenses repon€d n he Slalement ot Ltnfes do foi require the use ot curcnt
financial resouces and $erclore are not epo(ed as expendiures n go\emm entat tunds.

These actntes consist ol:

Dec rease ln Compensated Absences

Bond lssue Cosls Anodiation

l,lFCC Llquidailon

Reriremenl Slslem

Sorid Wasie oisposal

Oepadnentol Laborand Human Besources

Tolal lddilional Bpens€s

Changoin N€l Assels ol Govemmenlat Activitte3

s r.622.s2s

(460,030)

(2s5)

1.675,295

1.162.240

232.976

i62.022

559 540

s 4.392,073

157358

(5.341)

144.986

107.662

r 20,000

34,875

The accompanying notes are an integral part of these basic linancial statements.
-21 -
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CoM[orirwE LTH oF PuEFro Rtco

MUIICIPALITY OF LARES, PUERTo RIco
NOTES To IHE BAsrc Ff,IANCIAL STATEMENTS

FofiTHE Frscal YEAR ENoEoJUNE 30,201,|

I. FINANCIAL BEPORTING ENTITY

The accompanying lnancial stalemenls presenl nlormalon on the lnanoal actvties ot lhe i,4uniopality ol Larcs, pueno Rico
(lrunicipalily) over which lhe {\rayor and lhe Muniopal Legislalurc. have direcl or ndirecl govemrng and fiscat control. T}ese linancEt
stalemenls haveteen prepaled in conlomily wrth accounlng priflciples generally accepted tn lhe lJn[ed States oi America lGAAp).
The provisions ol the lollowng Govemmenlal Aclounling Slandards Eoad (GASB) Stalement have been tmpternenled lor lhe year
ended June 30.20111

GASB Slatement No. 54, Fund Baiance Beponng and Covennentaj Fund Type Definilons
GASS Slalemeal No. 59. Financtal lnstuneng Anntbus lfhe fi,lunrcipal]ly does not have Inanciat reporting and drsclosure
reqliremenls o, certarn financial nstrumenls and extemal nvestnent pools lor which sign icanl issues have been denliied rn
practice thatshoutd be aflecled by ihis slatement )

A" 0rga6i:atior

-Tle 
irunicpality ol Lales, Puerto Rico ([,4unic]paiity) was lolnded n Ihe year 1827, and opeGtes as a governmenlat un[ ol lhe

Commonweallh ol Puedo nico, under Law Number 8l ol Auglst 30, 1991, kno$/n as Allonomous MunioDalilres Law 01 the
Clmmonwealth o, Puerto Rico'. The gove.nmenlal syslem ol lhe ltlunicpality s composed o{ lhe execulrve and legrsalve bod es T}e
tr ayor is lhe Chiei Execulive otficer and is elecled every lour years in lhe generaleleclrons ol the Commonwealth ol puerlo Fico. The
legis alrve body consists ol 14 Legislalors also elected n the general eiections ol puerto Bico for a folJr-year period.

The Muiopahly provides seryices such asiheallh, public works, sanrtalion, aids and services lo low-tncome and elderty cilizens, pubic
safety, holsng and urban development, cullure and re.reation, planning, zonng and other general and adrntnislraliv; servlces. As a
qovemment enlrly,lhe l/lunicipalily is exemptlom both tederaland slate taxes.

8. nepoding Enlity

A reporting enlily s complrsed oi (1)the primary governmenl, (2) cornponenl unrt organrzations lor which the primary govemment is
I nancial aacouniable (blended compo.eit unils), and (3)other oqanizations lor which the nalurc and significance ol lh;r retalionship
wilh the pimary goverimenl is such that exclusion would cause lhe reponing enl ys linancial stalernents lo be misleading or
incompele and lhey are lnancalty accounlable to the pnmary govehmenl (discrele componenl Lrnrts). The primary govem;ent
consrsls ol all ,unds, departfients, boalds and agencies that are nol leqally separale lrom lhe Muniopaliy and ioi,rh ch the
Ir,4unicipalty is linancial accouilable.

The accompany ng bas c llnancial slalemenls nclude all depanmeils and organizalons un ts lvhose tunds are lnder lhe cuslody and
controlol lhe l\,lunicipality. ln evalLtalmg lhe l,'lunicipalty as a reponing enlfy, management has addressed aillhe potenl]al comp;nent
unls. GASB Accounting Standards Codficalion Secton 2600, Reporlirg €nW and Canpanent lJnt '7esentaton and Discbsurc,
requrcs lhe rnclusion ol organizalions lhal ase and hold lunds forlhe direct benefit ol the primary governmeit.

GASB Accounllng Slandards Codrficalron Seclion 2100, Delning lhe Financal Reporl,ng €nlily, describes the c.rteria for delemin ng
which organruations, iuncuons. and aclvrlies should be consdered padol lhe l\4unrcrpalily lor iinanc at reponinq purposes. l}e prmat
cliletia include appointing a voting malorly olan organEatrons governing body, and the [iunicipaltys abrty to mpose rts wri on thit
olganlzation oI lhe polenlal lor lhe olgan zalon lo provrde spec lic flnancial benefils lo, or mpose spectlic Inancial blrdens on, lhe
l\,lunicipaIly.

Ther€ are lwo methods ol presenlalon ol lhe cornponenl unrt m lhe financral slalemenls: b ending - he financ aldata o, the componenl
unil's balances and kansaclons in a mannel simrar to the presenlalion ol the MunEipalily s balancei and d screle - presenlation ol lhe
componenl unrls Inancialdala in colurin separate from lhe ,UuniclpalLly s ba ances and lransactDns.

The relative lmportance ol each cnleron musl be evalualed in lighl ol sper lc crrcumslances m order lo detemine which componenls
unrls ale lo be included as pa( oi lhe .eporting enlrry our specrlic evalualions ol lhe cfilefla applicable to Ihe l\,,luricipality indrate no
organrzalons meet lhe crtera lo be ncluded as componenl un[s. Accordingly, lhese basc ltnancial slalements present only lhe
I\,4unicipalily as lhe reponmg entily

ORTIZ. RIVERA. RIVERA & CO.
CFRTI[IID PI 3L C AfCOLNTI\IS .



CoMitoNwErLm oF PUEBTo Rlco
ll,luMcrpAr-tTy oF LARES, PUERTo Rtco

NoTESTO THE BAsIc FINAiICIAL STATEI.,IENTS

FoR rHE Ftscat YEAF ENDED JuxE 30,2011

2. SUMMABY OF SIGNIFICA}IT ACCOUNTING POTICIES

T}ese lnanclal slalements presenl he respective linancial posilon o,lhe govemmental activities, each major lund, and the agg.egate
remaining llnd nlormation ol the [,4!nicipal ty. as ol June 30, 20 ] 1 . and the respecltve changes n ,rnancial pos tion, where apliica-bte,
lhereol lor lhe liscalyear lhen ended.

A, Financial Staleflenl Pres€ntation

The baslclmancial statemenlsolthe i/uncpalily have been prepared in conlormily wtth accounting princrptes genelauy accepted in lhe
Un ted Slated of Ameica as applicable to local govemfiental unils (GAAP) The basic flnancd sj;tements hclude bolh oovemmen!
wde (based on the l\rlnrcipalily as a whole) and lund i nancral slatemenls, whtch prov de a more detatled levet ol financral-nlormaton.
Bolh the govemmenl-wde and lund linancial slalemenls (wilhn lhe basic Inanctal stalements) categonze prmary aclivilies as
governmenlal type.

The linancial iniofinal on ol the Municipality s presenled n this reportas loliowsi

Management's Dlscussion and Analysic

Managemenl's discussion and analysrs is required sLrpplemenlary nlormalion thal inlroduces lhe basic linancial statemenls and
provides an analy,lical overview ol the Munictpalitys linanctalactivriies.

Govehfient-wide Financial Statenenls (GWFS)

Tle GWFS (the Siaterrenl or Nel /ssels and the Slalenen! ol Aclivilies) @porl illotmation ol all the activilies ol the irun cipallly. For
the most pan. the elfecl ol inledund activily has been removed lrom Ihese linancial statemeats. Governmeniat aclivilies, which no;rnaity
are slppoded by taxes and rntergovernmenlal .evenues, are repo(ed separalely irom busrness,lype activiles, which rely, to;
srgn icanl extent, on lees and charyes for support.

The focus ol lhe Slatemert of Nel,4ssels 6 designed Io be similar to boltom lne resuits lor lhe Municipatltys governmenlal activiles
and busness type acliviles. This slalement cornbines and conso|dales govemmenlal lund's cufieit linancial resources (shorl-lerm
spendable resoulces)wilh capital assets and longlefin ob igations. the Slalemenl oi rvel,4ssels presents he reporling enl lies, assets
and iabililes, wilh the diflerence reporled as nel assels. Net assets are restricled when constrainls are placed on them lhal are
imposed by exlernalparties oI by laws oI.equ alions. Desrgnalons solely mposed by the Mun c palty s management are not presented
as rcslrcled nel assels. When both reslricted and unresfcled resources are available for use, the fi4uncrpalrys poicy is to use the
restrEled resources lirst.

Ihe Slalemenl al Aclivlies demonslrates lhe degree lo whrch lhe direct expenses of a grven lunclion or segmenl rs ofisel by program
revenues. D,/ecl erperses are those lhal are clearly denlrliable wilh a specfic lunction or se0ment. tn iOOrlon. to tne erienittrat
ndirecl cosls are allocaled lo lhe vafious lunclions, lhe program expenses will nclude bolh direct and tndirecl casts. ptugran
Peverues inciude charges to customers or applicanls who purchase use or direclly benefit from goods, seruices. or prriieges
prov ded by a gNen Iuncllon oI segmenl, and granls and conlfibutions thal are reslicted lo meelifq the operatonal or caortal
requirements of a parlrculal lunclron oI segmenl. Tares and other ilefis properly excluded lrom program revenues are reponed nsiead
as 1eneftl rcvenues,

Govemnental Funds Finanaial Stalenenb (GFFS)

The GFFS llhe Saiarce Sheel. and lhe Slalemenl ol Bevenues, Eqendilues and Changes in Fund Ealance) prc\]de nlormalion about
the Muncpalilys funds. The emphas6 ol fund iinancal statements rs on maior govemmental lLrnds, each disptayed n a separale
colLrmn. Non-malorlunds are summarzed rnlo a stnglecolumn.

Tladitional usels ol govemmenlal lnancial sbtemenls \rvrll lnd lhe Fund Financial Slalemenls presenlation rnore (ami|]ar. The locus ts
on malol funds. ratherthan Ihe pleviols iinancialmodeis luid Iypes. Thrs rs the manner in which lhese lundsare norrnaly bldgeled.
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2. SUMMABY 0F SIGlllFlCAliT ACC0UNTtNc pOLtCtES (corlnualion)

This prcsenlalion deemed mosl appropflale lo (1) demonstnte legat and covenant compliance, (2) demonstrate lhe solrce and use oi
liqud resources, and (3)demonstrate how lhe Munlcpatily,s actuatexperience conlorms lolhe budgeted lscalplan

Since lhe GFFS ale presenled in dflercnl measurernenl focus and basis ol accounting than the GWFS, reaoncllialion rs presented and
sepaaale explanalion lor each ditlerences.

the [4unicipality .epons ils linancial poslon (Balance Sheel) and rcsuits ol operations (Slalement o, Bevenues, Eipendttures and
Changes in Fund Baiance) rn funds, which are considered sepaGle accounting entittes. Tl; operaltons ol each ,und are accounted lor
wrlhln a sel ot sell-baancing accounts. Fund accolnlrng seEegales lunds rccording to lheir intended purpose and is lsed to ard
managemenltn demonstrating comptiance wth legat,lnancial. and conkactual provts ons.

llol$ lo the Besb Financial Stetefients

The noles lo the financ al slatemenls p.ovide inlomalron thal is essenlialto a user's lull understanding ol lhe dala provided in the basis
iinancia statements

R equ i rcd S up p I an e ntary I n I o nn at io n

The basic linancEl slalemenls are lollowed by a section ol required suppiemenlary nlomation. This secrion inctudes a Budgetary
Campatisan Schedde - General Fund,,thtch nciudes reconc iation between lhe slitltory iund balance lor buogelary purposei and
Ihe lund balance lorlhe GenealFund as presenled in lhe GFFs.

B. Meaauremenl Focus and Basia ol Accounting

Go v efi n en l- wi de F i na n c i al State m e nts

the GWFS are reporled usitqlhe ecanonic rcsouces neasurcfienl lo s andlhe acdualbasis ol accounting, as are lhe proprietary
funds. Subject to the additionai rues and lim alrons delarled below, revenle (includng tnterest on deposis and nvejmrentsl ii
geneGlly recorded when eamed and expenses are rccordedwhen a labilily is rncurred, regardlessollhe timngol related cash ilows.

All levenues, erpenses, galns, losses, assels and iabilities .esultrng lror,t exchange and exchanges-like transactions are generally
recolded when lhe exchange lakes place. ln exchange lransaclons, each party lo lhe Iransaclion rece[es and gives up e;senlia|i
equalvalues. An erchange_like lransaclDn is one in which lhere is an idenlrfiable exchange ard lhe valles exchanged, lhough reiated',
may not be qlile equal The accompanying GWFS rnclude erchangelike lransaclions such as license Iees, I nes, pinattres, iorle tures,
pem s, charges for services, and most miscellaneous revenues, which are recorded as revenues when colleclid because Ihey are
generally nol measuable until actually received.

The lvunicipally groups ts non'exchange lransaclons nlo the lollowing fourclasses in lhe basic linancial statemenls:

Deived Tax Bevenues - n lhis revenue, whch resu[ lroa assessmenls that the Municipa ry piaces on exchange
Iralsactons, reletvaDres and reveF-es are,ecorded when te Lnder'yng exchange lasoccu(ed

lfiposed Non'exchange Beverues - in lhis levenle (such as propertylaxes and volume ol business tares), whrch resulllrom
assessmenls made by the itlun cipalty on non-govemmental enlriEs, rncludinq indrvduals, othe. than assessments on
exchange llansaclons, receivables are generally recoaded m lhe perod when ai enlorceable lega claim has arisen properly
laxes and vollme ol blsness taxes are lecognEed as revenues (nel o, amounls considered not colleclble) n the llscalyea;
when resources are required lo be used or lhe tirst liscal year lhal the use of lhe resources ts pemifled.

Gavetufienl Mandaled Non-$change Tansaclorc - n his revenue (such as inlergovemmenlal grants and conlrbultons),
receivables and relenues are genelally recolded when allelgibihly requiremenls mposed by the provderhave been met. Fo,
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2. SUMMABY 0F SIcNIFICAMT ACC0Ul{nNG POLICtES {conrinuation}

parl ol lhe granls, the lvu.rcpalfy must expend resources on lhe specilic pupose or proiect belore lhe provider reimbuGes
anyamounls. Therelore, revenue is generally recognEed as qualilytng reimbuisabe expendttures are mc!fied.

Valunlary Non'exchahge Tn sact/ors - h thrs revenue (such as donalons and cenain g€nts and enlitlements) receivabtes
and revenues are genera iy accounted lor n lhe same manner as governmenl rnandated non-exchange kansactiois
discussed above.

Eveits lhat are ne her exchange nor non-exchange t6nsaclions a€ reco.ded when rt is probable thal a toss has been incllled and lhe
arnounl ol oss rs reasonably esl mable.

Receipls on any type ol revenue sources collecled in advance lor use in lhe lollowing fiscalyear are recorded as delefied revenues,

Govemnenlal FuNs Financial Stelefienls

The GFFS are reponed using lhe cunent linancial rcsauces neasuenent t'acus and lhe noditied acctual basis ol accountino.
Revenues are recognrzed as soon as lhey ale bolh measurable and ava able, Bevenles are considered Io be ryarlablewhen Ihey a;e
collecllble w hin lhe cLrrrenl period or soon enough lherealler lo pay liabi ies oi lhe currenl period. For these puposes, lhe Municipality
conside6 levenues to be avarlable rl lhey are collealed wdhia sixty (60) days alter lhe end ol lhe current liscal pe od. Siqnilicant
Ievenles slblecl lo acctual include federal granls and saies and usage laxes. Bevenues that the l\,llnicipality earns by incurrinq
obligations ale recogni2ed m the same period as when the obligalrons are recognized. Al June 30, 2011, altrelenues sources met th s
availabiliry crilerion.

Ploperly taxes, volume ol business laxes, |censes and permils, and inletest associated wli lhe current liscal penod are all consrdered
lo be susceptible lo accrual and so have been recognized as revenues ol the current fiscal peiod. All other revenue llems are
consdered lo be rneasu.able and available onlywhen cash is received by lhe l\,lunicealily.

ln applying the 'susceplible lo accrua'concepl lo nlergovenmental revenues lledemlgranls) pursuant to GASB Accounting Standads
Codilrcalron Seclron N50, Nonexchange fansaclbns, (lhe lllunrcpalily nay act as erther prcvider or recipient), the provder shoutd
recognize labrlifies and expenses and the recipient slroud recognrze recevables and revenue rvhen lhe applicabte ellgibility
requirements inclldrnq time requiremenls, are met. Fesources transmrtled before lhe ellgbiily requiremenls are met shoutd, urder
mosl circurnslances, be reporled as advances by the prcvider and delered revenue by the recipient.

The@ arc essenlially lwo types of revenue. For lhe maloflty oi granls, moneys rn usl be erpended by lhe l\,lunicipatily on lhe spec I c
purpose or projeatbefore any amounls willbe reimblrsed. Fevenue s,lherclore, recognized as expendilures are incured lo the extent
avalable, Fot lhe othet revenue, moneys are v rlua ly Lrnrestricled and are gene.ally revocable on y for faiure to comply w(h prescrbed
comp|ance requiremenls, These resources are reilecled as revenue al lhe lme ol receipt or eafier il lhe susceplible to accrLlalc teria
is mel.

ln a manner similar lo GWFS, but subJecl to and lmted by the availabrlity crileia drscussed above, al revenues, expenses, ga ns,
losses, assels and iabrties resulting lrom exchaige, exchangelike lransaclions are aso genemlly recorded when lhe exchange takes
piace while all revenues, expenses, gains, losses and assels resulting frorn non exchange transactrons are recorded when an
enlorceable egalclalm anses orwhen alleligrbrlily requiremenls imposed by the provder have been met, applicable.

The Municiparty generally accrues a governmenlal lund labrlity and expendrlures (ncluding salaries, professonal servces, suppties,
utrll€s, elc.) n the pe od n which lhe governrnenl mcurs lhe liabi|iy, lo the exlenl thal these iabilities are nomalty expected to be
liquidaled m a lrmely mannel and in ,ul w h cufienl avarlable lliaicial resources. T}e accompanyrnq balance sheel - govemmenlal
funds generaily rellecls only assets lhalwillnol be convened nlo cash Io salrsly cu[ent liabiiles. Long-Term assels and those assets
thal wll noi be conveftd rnlo cash to sathly current liabilities are generally nol accounied lor in Ihe accompanying balance sheet -
govemmenial lLrnds. Atlhe same lrme,long lem iabl es (generally lhose unmalLrred ihalwillnol require the use ol clrrentlnanclal
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2. SUMMAnY 0F SlGNlFlCAllT ACCOUNTING p0LtCtES 
{continuation)

resources lo pay lheln) are nol accounted lff n the accompanying balance sheel - governrnental funds. Modrricalions to lhe accruat
bas6 oi accounting includei

1) Plincipal and inte.est on bonds payab e are recolded when they matLled (whefl payment is due), ercepl ior pnnctpal and
rnteresl o, bonds due on July 1. 2011, whrch are reaorded as govemmental ,und liabttdes ol Jlie 30, 2011 which is lhe dale
when resources werc available ln lhe debtseruice lund.

2) obligalrons hom compensaled absences and the eslimaled liabiiry lor municrpal solid wasle landlitt postclosure care cosls
are recoded onlywhen lhey mallre (\then payhenl is dile).

3) Cenan accounls payable, inlergovernmenlal payables and other accnied liabrlilres nol due and payabte (unmatured)or nol
nomally expecled to be liqlidaled m lull and n a timely manrer wilh avarlable and expendable linanciai .esolrces. are
recoded in lhe accompanyng Slate/rerl o/,Vel Assels. Such liabililes are recoded rn the govemm€nlat iunds when lhey
matute.

4) Execulory purchase orders and conlracts are recorded as a reservalron oi lund balance n lhe G FFS.

The measuremenl locus ol lhe GFFS is on decreases ol fel financial resources (expendilures) ralher lhan expenses. lvlost
expendilures ale measurable and ale recorded when lhe relaled govenmenial fund iiablily is incurred. Allocation of costs, such as
depreciation and amodizalion, arc recorded in lhe accompanyi1g Slalemenl ol Aciyiras, bul are not re.oded in the accompany ng
GFFS,

The Municipalily repods lhe lollowrng major govemmeital lunds:

qg!!!xlEu!!l- This is lhe general opelating Iund ol lhe Muiicipaity. lt s used lo account for all linancial rcsolrces,
excepl lhose requi@dlo be accounledlor in anolher iund.

ggqlEllll- Tlis is lhe iund used to accounl lor alllhe lransactions ol lhe Stale Block Granl Progam. The prrnrarily

objeclives ol this proglam rs the deveopmenl ol vrable comnrunilies by providiig decent housing, a suilable ltvinq
envrronmentand expanded economic opporlln [ies, pancpally for peasonsol low and moderate ]ncome.

Slate Assionrneits Fund - This s the lund used to account lor atl the transactions ol the State ksignmenls by
Leg6lalure nesolulons. The prirnarily objectives of these assignmenls is lhe development ol prolects on communtties,
nol'lor'prolil organizalions, purchase olequipment and indtrect ass gnment to persons ol low and moderate income.

Deot Se,vce LLnO . Ihs rs ,sed to accoLnl'0""e accJmulalrcn ol resources'or, ano l1e pavred ol ono.lerm debl
prncipal and rnleresls.

The non-malor{unds are combmed rn a single coiumn n lhe GGFS. As a qeneralrule lhe ellect ol inter,und activily has been etirninaled
lrom lhe GWFS.

C. Steerardship,Compliance,andAccountability

Budgelery lnlonnelion

Ilie l!4unlcpalilys annually adopts the Budgel Resolulon lor all ope.aling funds of $e fi,{unicipa]ily ercepl lor cenain rest cted
accounts. Budgetary control is legaliy marnlained al lhe lund level. T'he budgel is prepared usinq the mod lied aacruat basis ol
accounting with encunbrance included as budgelary basis expendilures. Unexpended appropriations al lhe end of ihe liscal year
geieraily lapse. However,lhey may be re-appropriated lorexpendrtures in lhe lollowing I scalyear.
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2. SUMMA8Y 0F SIGNIFICANT ACC0UNnNG pOUCtES (conUnuation)

lle l!4lnlcpality s Budget Resolulion provdes lGnsler aulhoaty (1) to the i/ayor and lhe Management and Bldget Director, wrthin and
belween deparlmenls and irnds, as long as the totalbudget o,lhe Mundpaiity (net of intedu;d hansfe6) ls dt rncreased; (2) lo lhe
i,4anagemenl and Budgel oileclor to implemenl grant budgels as lhe granl applcalions are accepled by the Municipatity; and i3j lo he
Managemenl and Sudgel Dlrector lo amend (re_appropflate) each ;ew year's budgel, lo lhe exleni ol oulstanding 

'encum;iances,

and/or unexpended p.olecrgranl appropriations al year end. Municipalilys Legistatu;e aclon s required lor (1) usjol the nr:Ogete;
Legrslalure contlngency, and (2) lhe approval ol a supplemenlal approp ation(s). ouring ih6 year, several supplemenlal approp ations
wereneaessary.

For budqelary pulposes. encumbranae accountiig is used. The encumbrances (ie., purchase orde6, contracls) are considercd
expendllureswhen incurred. For GAAP leporting puposes, encumbrances oulslandrng al yearend are reported as reservalions of lund
balances and do not conslilule expendilures or |abililies because lhe comm ments will be honored duing lhe sr,lseqr"nt year. in
addilron, Llndetthe budgelary basis o, accounting, revenles are recordedwhen cash s received.

The unenclmbeled balance ol any appropriatioi at lhe end ol the yeaa wrll lapse at the end ol slch liscalyear. Other approprations,
rnainly capital prolect appropliaiions, ale continuing accounts lor which the luuniopat Legislature has authorized thai'an unspeni
balance lrom lhe prror ye be cafiied forward and made avaitable lor current spending.

The lvunlcpality follows these proaedures, in accodance wth law, in order to eslabish ihe budgetary data.ellected in the Budgelary
Cornparison Schedule - General Fund:

0 ginal Budget

1) Priol of l\ray 15 oi each llscal year, lhe fi4ayor submils to the i,4unicipal Leg6lature a proposed budget ior lhe fisca] year
comm€nctng lhelollowing July 1 in add tion ola budget message.

2) The brdget document is available for pubtic inspection p or to ts approval by lhe I\,|!n icipal Legislalure.

3) The Conrmissoner o, lllunicipal Aflails exam nes the bldgel lo veflly lr rt complied with the taw's standards and sends rl to lhe
I\,layor lor any comments or recommeidatron belore the lmrted date eslabiishes by the Law.

4) Prior lo June 13, lhe annual budgel rs legally enacled lhrough passage ol lhe annuat appropialion ordtnance lo be eueclive
on Jlly 1.

Since lhe budgetary basis dillers from accounlmg pancipes generally accepled rn lhe lJntted Slates ol Amerca (GAAP), actual
amounts lor the Generai Fund in Ihe accompanyrng Budqelary Comparison Schedlle, is presenled on lhe budgetary basis to ;nhance
compaablily.

Final Budget

Tle iiaalbudgelary dala plesenled rn lhe Budgetary Compaison Schedule -GeneralFund rcltecls lhe,oltowng changes lo lhe orginal
budgel:

1) Cerlarn a.nualapproU al ons are budgeled on a protect basrs. ll such projects are not comp eled at the end ol the iiscalyear.
unexpended appropriations, mc!dng encumbered lunds, and unepended granl appropriations, arc carried,orward to lhe
{ollowng year. ln cerlarn cilcumslanaes, olher regular annual appropflalons may be carried loMard afrer apprcpriate
app.oval. Annlaly approprrated firnds, nol aulhorized Io be cafiied lolward, apse al the end ol the fiscatyear. Appropri;mns
cafiied lorward from lhe pr or yearare tnctlded rn the tinalbudqetary dala.
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2. SUMMAFY OF SIGNIFICAMI ACCOUNnNG POLICtES (continuarion)

2) Appropialons may be adiusted durng the.year w h lhe apprcval ol the Mayff and the Municipal LeEslatlre, eg.
suppiemenlal appopnations. Addilionally, lhe i,iayor is aulhoized lo make cenain;ansfer olsuplus wiihin h;depanmen;.
Such adlustments are retiected n the linalbudqetary dala.

The Annual Approprialion Ordlnance adopts Ilre budget at the characler levet ot expenditure wilhin depanmenls. As
descl bed above, lie l\rayor is auho.Eed lo make cerlam translers of appropfialons w itrin oepartments. licoro'ngty, pre
legatlevelol budgelary conlrotby lhe l\,lunc pal Legislature isliedepanmenl Level.

Tle princrpalditlerences belween lhe bLrdgetary and GAAP bases are thelolloung:

1) Enc!fibrances are recorded as erpendilures underlhe budgelary basisand as a reserve oflund balances under GAAP.

2) lnterlund transaclions ol the GeneratFund are notrncluded tn the budgetary basis.

3) Certarn accrued tiabiltties and olherdebls are not inctuded in the budgetary basrs.

4) cerlain revenues susceptrbre lo accruar, re., bolh measurable and avarable, are not incruded in lhe bldgelary data_

The Special Hevenue Fund has nol been included in the budgelary compaison because balances are nol budgeled. Also llre budget
prepared lol Ihe Eederal Fnancial Awads Programs ncluded in lhe Caprlal Projects and Speciai Revenue Funds s based oria
progiam peiod which s not necessally ihe same,iscalyear. Accordingly, ls nol praclicalto presenl an annual cornparison ol bLrdget
,or such proqrams.

D. Assets, Liabililies, and Net Assets

1) Cash aN lnveslneni and Cash with Fiscal Agent

The lvunicipality's cash and hvestment aie composed ol demand deposits in comnerciat banks, demand deposils in lhe
Govemmenlal Developmenl Bank oJ Puetu Bico (GDB), and cash eqlNalenls tn commercial banks. The fi,]lnicpality has adopted
lhe Slalenenl al Unilam lnvesmenl G1idelines lor lhe Muntcipalites al the Govemment al pueno Bbo, issted bi the GDB as
promulgated by Law No. 113 ol August 3, 1995. Tle Finance Director ol lhe luuniclpality, Iollo$/ the guidelines, is responsible lor
inveslng the avaiable lesowces n ce.l icales ol deposil and olher shon'lem investrents. lnveatments are made lrom the
avarlable combined lunds of lhe Mlnicipality and, accordingly, il rs not praclical lo disclose cenilicates ol deposit and olher short-
lerm mvestments rndivdually by,und in ihe combned fiiancial stalemenls- lnlerest eamed on cerlilicates oideposlt and interest
bearng commercial bank accounls are recogn zed as revenue n lhe Generat Fund, Arl Cenler Fund and in [,iultilse Coliseum
Flnd in accoldance wilh amounl nvesled Cash in lhe Specral Hevenue and Caprtal Project Funds are restricted; accordingty,
resources available were not used lor pool inveslments,

Cash wdh iiscalagent in lhe Debl Serv ce Fund represenls special addilronal propetry tar cotlections rclained by lhe Govemment,
deposrt in lhe G DB and restricted lor the payr.enl of the llunrcpalily's debt service as eslab ished by aw. Cash wilh trscal agent
in olher govemmenlal Iunds conssls ol undisbu.sed proceeds ol cenain bords and notes issued lor lhe acqusilion;nd
conslructlon ol major cap al tmplovements, or granls which are mainlained in a cash cuslodian account by lhe GDB. Tlis si.king
lund s mainlained by the G08. agency wh ch acts as lhe rnsurer and payer oi lhe Mlnrcpa [y,s bonds and notes lssued i;
accoaoance * h aw.

4 neceivables and Peyables

Aclivily belween lunds lhal are .epresenlative ol lending/borrowing arangements oltslanding at the end ot the fiscal year are
refe(ed lo as e her "due lorrom other llnds" ( e., lhe orrrent ponJon ol rnlerlund loans) or "advrnces lolrco other tunds 

,ii. 
e., lhe

non_curcnl porlron ol nlerfund loans). Allotier oltslanding balances between lunds are reporled as'due lo/lrom olherlunds.,,
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Any residual balances oulslanding between lhe govemrnenlal aclNlt€s and business.lype activilles are rcported n lhe
goverrment.wde rinarcE I slarer ent as ?.e/Lnd batances,.

Advance belween funds. as repofted rn the Iund iinancral stalemenls. il any, are ollset by a lund balance reserve account tn
applicable govenmenia lunds lo rndrcate thal lhey are nol avarlable lor appropriation and ;re not expendabte avallabte iinanciat
tesoulces.

Receivables consrst ol all revenues eamed but nol coliecled al Jlne 30, 2011. Tlese accolnl receivables are shown nel ol
estinaled allowances loMcolleclrble accounts, whrch are determined upon pasl cottection erperience, histo cal lrends, and
culrenl economic condilons. lnterqovemmenlal lecervables in lhe generai lund rcpresenl mosl,y sales and usage taxes, Iederal
glant and conkibuions, properly lax accounls lhal are levied by l\,llnicipa Hevenue CollectDn aenter (tlBCC),-a governmenlal
entily clgaled by lhe Govemmenl. lntergovernrnenlal receivables in the olher govemmental ,unds represent amolnl;owed to the
Iuunicpality ior reimbursement ol erpendilures inclrfied pursuant to federaliy lunded granl and contibutiois and stale
appropriations, and the amount in lhe debt serv ce fund represents the distributton o{ prope.ty Iax co[ecled which is restricled lor
lhe debl setutce.

3) lnventoies

Tle I unicipalily lsed the pLrrchase method to account lor the purchases office and prnling supplies, gasoline, oit and other
experdable supplies held for consurnplion. This method records dems as expenditures, in tha approprraG f!nd, when Ihey are
acquired and, accordingly,lhe invenlory is not recorded h the basrc linancial stalements.

4) Delend Cheryes

Delefied charges in lhe accompanying Slate/nenl of /Vet ,4ssels consist ol bond ssuance costs, nel ot accumutaled amonizaiion.
Delerred chaQes are amonrzed over the term oflhe related debl using lhe stratghl-line method.ln lhe GFFS, bond issuance costs
are recorded n lhecufient periodas expenditues, whelheror notwithheld lrcm theaclualdebt proceeds received_

5) Capital Assels

Caprlal assets, whlch Include and, burldrngs and rmprovement, rnachinery and equrpment, motor vehicles, and tn,rastructure
assels (e.9., roads, bridges. s dewalP6. and sirn i ar tems), are reporled in Ihe applicable governmentat or buslness-type activities
columns rn lhe GWFS. Cap al assels, olhel than inirastructure assels, are de,lned by lhe government as assets wilh an initial,
individual cost ol more lhan 5500 (amolnl nol roLrnded) and an estimated usefui lfe in excess ol two years. For improvemeflts
other lhan buldings, the capital oullay musl be greater than S10,000, exlend lhe estimaled lselLrl lile lor ien years, and be greater
than 10qo ol the origrnal cost ot the asset. The l\,4unrcpality .eports rn,Gstructure assels on a nelwork and subsystem bas6.
Accoadlngly, the amounls spenl lol lhe conslructron or acqu6itDn of infraslruclure assets are caprlaiized and reporled in lhe
goveanrnenl-wde linancial slatemenls regardless o, their amounl,

ln Ihe case ol lhe intial capitalization ol geneal rnlraslruclure assels (re, those reporled by governmentat aclNjties) lhe
qovemmentchose to tnclude allsuch rtems regardless ol their acquisilron dale or amount

Tle Muncipalily was able io eslrrnaie lhe hsloflcal cosl lor lhe inrtral rcpoding o, these assels lhrough back lrending (i.e.,
estimallng lhe curreil replacemenl cosl ol lhe inlrastrucllre lo be capilalized and using an apprcpr ale plcetevet ndex lo ;eflate
Ihe cost to the acquistion yeal or eslimaled acqurslion year). As the govenment constructs o, acquires addttional caprlaj assels
each peliod, ncuding inlraslruclure assels, lhey are capilalrzed and reporled al htstoncal cosl. The reported value excludes
nomal maintenance and repairs whoh are essentially amolnls spent in relation lo capitalassets lhatdo not ncrease lhe capacily
or efliciency of lhe tem ot exlerd s uselul|le beyond lhe orgmaleslrmale. ln lhe case oldonations lhe aoyemmenl values lhese
capitalassetsal the eslmated fairvalue ol the ilem at Ihe date ol rlsdonation.
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2. SUMMABY 0F SIGNIFICANT ACC0UNTTNG P0t-tCtES (continuaton)

Capdal ouliay ls recorded as expenditures ol lhe General Furd and olher governmentat lunds and as assels in the GFFS to lhe
exlenl lhe lvlunicipahty cap alizalron thleshold rs mel. Deprecralon and amonization expense ts recorded only n lhe GWFS.
D€preoable capltal assels are generally deprcarated or amortEed over their est rnaled usetul lves under lhe stra ght- ine method.
ercepl lor eqllpmenl held under cap al leases which s deprccEted ove. the shoder ol ils estimated uselut rie or the lease tem.
No dep.ecialron is recorded for land and conslruction n proqress. Tlre
eslmaled usellllvesol majorcap alasset calegories arc:

Depreciation and amortizallon erpense o, captalassets rs recorded as a direcl
expense ol the tlnction/prcgram speci,icatty deitiled wtth Ihe asset.
Deprecralrcn and anortizalbi ol n,raslruclure s not allocated lo vaflous
lunclon/programs but reporled as d rect expense ol lhe pub lc wo s and urban
developmenl iunclons.

CAPIIAL ASSEIS YEAFS

Buildings and lrprolemnB 50
lntastlrc-trre 60
H€avy 10

Furniure and Frxtrres 5

Equprnenland Vehicles 5'10

lmpared capilal assels that will no onger be used by lhe l\rlnicrpatity, any, are.eported at lhe tower oi carrying value or iall
value. lmparrmenl losses on capitalassels wth physrcaldarnages lhat wrllcontinue lo be used by lhe i,lunrcpaiily are measured
using lhe lestoration costapproach. lmpaiments ol cap alassets hal are sublect io a change in the rnanner or duraljon ol use, or
assels allecled by enactmenl or approval ol aws or regulations or other changes in envrcnmental {aclors or assels lhat are
subiect to technologica changes orobsolescence, il any, are measured usiflg lhe servtce unils approach.

Tlre i,,lunicipalty s prevenled egaly lrom entering n1o obhgations exlending beyond one Iiscat year, and most lease agreements
entered by lhe l\runrcpa iy conlarn liscal iundng clauses or cancelalion clauses Ihat nake lhe conlinualion of lhe agreemenls
slbject to luture apprcprialions. The Munrcipality's lease agreemenls do nol rnclude conlrngent renlal payfients no escalatton
clauses. Accordhgly, lease paymenls are recorded in the GWFS as expensewhen mcufted.

ln lhe accompanymg GFFS, the lease payments are recorded as expendrtures in the governmenial lund.

6) oelerred and Uneamed Revenues

ln the GWFS, delered revenues afise only when lhe l\,luntc pality receives reso!rces before it has a leqalclarrn to lhem. tn the
GFFS, arises when oie o,lhe lolowing srlualons occur: (1)polenlral.evenue does not meel both he measurable and avalable
cnte a lor revenue recoqnilion n lhe curent pe od (unavarhbb revenue), and (2) the l\,runicrpalily receives resources belore il has
a ega clam to them (unearned revenue).

7) Long-Tem oblgattoB, Eonals lssuance Cosls, and Premium or oiscount

The rabiirlies reponed rn lhe GWFS ncude the general and specEl obigation bonds, long-lerfi notes, other ong'lem liabilities
(e 9., vacallon, s|ck eave, claims and judgnrenls, longlerm iabrllties 1o other govemmenlal enlities and lhird parlies, and landlll
post cosule care cosls). Bond prem ums and d scounls, as we las rssuance cosls, are delerred and afiortized over Ihe lile of the
bonds usrng lhe eflective nlerest method. Eonds payableare reporled netollhe applcable bond premrum ordscount.

ln lhe GFFS. govemrnental lund lypes recoqnize bond prerniums and drscounls as olher financifg soLrrces and uses, respectively,
and bond rssuance costs as debl service expendilures. lssuance cosls. whether or fol wilhheld irom lhe actual debt proceeds
receved are reporled as deblseryce erpendluaes

8) Compercated Absences

The ll,trunicipalry accrues accurnulated unpad vacalron and sck leave and associated efllployee-related cosls when earned (or
eslimated to be eamed) by lhe empioyee. The l\runiopalrty's employees are qranted 30 days of vacations and tB days ot sick
eave annually Vacations rnay be accumllated up lo a matmum ol sixly {60)days and sck eave up io a maxinurn of nmety (90)
days.ln the evenl ol enrployee resgnalon,lhe employee rs paid loraccumulaled vacation days up to lhemaximum allowed al the
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2. SUMMARY 0F SIGI{IFICAMI ACCoUR11NG PoUC|ES (continua on)

curronl lato. Sepaalion lrcm employmanl prior to uso ol all or pa,l of he sick leav€ teminates all qhls lor compensation, except
Ior employees wiih len yea6 ol saruica who are entitled lo sick jeave pay up lo lhe mai(imum allowed. The Municipality accrued a
labrlity lor compensaled abs€nces, $hich meet lhe lollowing c tenar (1) the ft,1lnrcipalitys obligation Gtatng to emptoieo's .ighls
to receivo compensalion lor fufuIe absences is attribltable lo empbyee's seruices alrcady rendered; (2) lha obligation relates to
rqhls lhal vest or accumulate; (3) payment ol lhe compensation is prcbable; and (4) lhe amount can be reasonablyestimated.

ln acclrdance wilh lhs above crileria and requirements in confomancB !r/di GASB Accounting Standads Codilication Seclion
C60, CafiWsaled Absences, lhe luunicipalily has accrued a llability ror compensated abseaces, which has be€n eamed but not
laken by Municipality's employees, incllding ils sharc oisocialsecuity and Medicare paymenls made on bghatl ol lhe employees
in he accrual lor vacatron and sick leave pay usrng sahry rales el{ectwo al June 30, 2011. Ail vacation pay is accrued when
ncLrred in Ihe GWFS and PFFS. For lhe GWFS. lh6 current ponion is lhe amounl eslimated lo b6 used in he lollowing year. For
lho GFFS, all o, lhe compensated abserces arc consider€d long.tem and lherelorc, ar€ not a lund liability afld rci;sents a
reconcil|ng ilem betlreen lh6 fund leveland govemmentwid€ presentalions.

9) Cleins and Judgnenv

The eslimaled amountol the liability lor claims and jldgmenls, il any, whrch is due on demand, such as lrom adjudicated or sel{ed
clarms, is recorded in lhe General Fund when ths liabilrty s incured. Th6 Long.Iem Liabilities tncludes, when appropriale, an
amounl eslimatedasa contingenl liabilily or liab ities wh a lired or expected dus date, which willrequire future availablo fillancial
resolrces lor its payment.

10) Accounting lot Penslon Cosl!

T'he i,lunicipalily adopted lhe plovisions ol GASBS No. 50, Pension Dbclosute, which amended GASBS No. 27, Accour,ting lor
Pensbns by Slale and Local Govennenls Empbyerc, by rcqurring disclosure of how he contraclually required contribution lale ts
delemined by govemments padicipaling rn nlltremployer clst,sha ng penston plans.

TIe Municipality accounts lor penson cosls lrom the standpornt ol a panicipant in a multipie-employfi cost-sharng plan.
Accordingly, pension aosls leaognEed in lhe acaompanyrng basic financral slalements ar6 equal lo lhe statulorily required
conl bulions, wilh a liability recorded for any unpaid rcquircd contribltions.

For lhe puFose ol applying the requiremenls ol GASB Accounling Slandards Codificatton Section Pes, Persro, Plars - Derired
Eenefil the Slate Govehment is considered to be lhe sponsorollhe Employees' Retirement System oi the Govemnrent oi Puerto
Bico and ils lnstrumenlalities (EBS) and System 2000, a multiemployer cost-shanng detined beneiit pension plan and a hybrid
delined conlribulron plan, respeclrvely, in which lhe employees ol lhe L4unicipality padiclpate. Tle lvunicipality is considered a
pa.ticipanl. and nol a sponsor, of these relirement systems since lhe majority ol lh6 participants in lhe aiorementioned pension
lrust lunds ate edployees ol the Govemment and the basic linancial slalements of such retiremenl syslems aro pad of the
linancial rcponing enlrty ol the Govemmenl.

11) Not Astets/FuN Balanc.

A) Nd As.a.

T}e GWFS and Proprietary Funds Financ alSlatemenls utilizea nel assets presentalion, which are categorized as follow:

. lnvesled n Capilal Asselt, Nel ol Belaled Debl - these consists ol capilal assets, oet ol accumulated depreciation and
amodizalion, reduced by lho oulslanding balanceso, bonds payable, not€s payable and olher debts that aro attnbuted to
lhe acquisilion. constuction or rmprovemenls of thos€ assets. For tie pu@oses o, deteminrng lhe oltstanding debl
atlrbuled to caprtal assels, lh€ lolal long-lem debt reialed lo the acquistion, conslnrclon or improvemenls ol capttal
assels has been reduced by any relaled unsp€nldebt proceeds andany related unamon zed debl issuance cosls.ln
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addilion. lhe outslanding debt afl buled to captalassels does not rnctLrde accrued nlercst payable, non{3p[alacc.ued
iabrlties, interlund loans and olher linancEl assets. Net assers invesled rn caprtal asseis, net ol reraled debt is
cornp sed ol Ihe lollowinq:

Governm€nlal
Activilies

CaprtalAssets, Nelo,Accumulaled Deprecaton. sr2,710.25S
(2.899.000)

Total lnvesled in Capital Assets, Net ol Retated oebt .. ............ ..... .. S g_gl],2ill

Besircled Arel Assels - These result when constrarnls placed on net assets use are eilher extemaily imposed by
credilors Eantors, conhbltors. and the lke, or tmposed by law firough constttutional provistons orenabtrng tegislaiion.

Urreslr,tled flet, sseb - These consist ol nel assets which do nol meet lhe definilon oi lhe lwo precedinq calegories.
Unreslrated fet assels oiten are designated, lo indicate that managernent does nol consder them to be available for
qeneraloperaltons. Unreslicted nel assels o,len have conskainls on resources thal are mposed by managemenl, bul
can be removed or flrodrfied.

When both restncled and unrestrcled l€sources are avarlable ior use, il rs lhe l\,4lrnicipalty s policy to use resticted rcsources
'i.st.ll.e.,lrrestcreo resoL'ces as fl.ey a,e needed.

B) Fund Balance

The i,4unrcpality implemenled GASB Staiement 54, Furcl Balaoce Repoiing anc! Govennenlal Fund fype Dellnitbns
elleclive with lhe June 30, 2011 linancral slalements. Fond balances lor lhe govemmenlal lunds are reporled in classilicalois
thal comprrse a heralchy based on lhe exlenl lo which lhe governrnenl hono6 conslraints on ihe specilic purposes lor whrch
amounts n lhoselundscan be spenl.

The nonspendabe classficalion contarns amounls not in spendable lom or egally or contractLrally required lo be rnaintained
nlacl, Restricled amounls contan lesllarnls on lherr use exlernally nrposed by credilols, granlors, conlribulors, or laws or
regualion ol other govemments; or rmposed by law lhrcugh constitultonal provrstons or enabling jeglslation. committed
amounts can only be used lor specilc purposes tmposed by lormal action ol Ihe governments highesl levelol decrson-
making aulhorty. The h€hest level ol decston-makng authorty is the i,{unicipai Legrslalure and il lakes a resolulion lo
eslablsh a lund balance comrn tment. Amounts inlended to be used fo. specrlic puposes are assigned. Assignments shoud
nol cause delicils in lhe Unassigned Fund Ealance. Unassigned Fuid Balance s the resdual classt,ical on lor the General
Fund.

Conprchensive Fund Belance Polby

The l\,luncipality be|eves lhal soud lnancial management p nciples requrre lhat sutlicienl tunds be relamed by lhe
l,,lunrcrpalily Io provde a slable Iinancial base al all trmes. To relain Ihrs slabte trnarcral base, lhe t\,tunErpalily needs to
manlarn a General Fund balance suflcienl to llrnd all cash llows ol the f,lunicrpafty, to p.ovde financial reserves lor
uiantjcipated expendilures and/or revenue shorllalls ol an emergency nalure, lo provide lunds for the disparly in liming
belween lhe colleclDn ol propeny la(es and oher main income. ]}e purpose of fis potJcy rs lo spectfy lie size and
cornposition of the Municrpalilyh I nanoal reserves and lo rdenlly certarn requirements for reptenEhing any,und baiance
reserves ul lized.
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2. SUMMABY 0F SIcNIFICANT ACCoUNTTNG poltCtES (continua on)

ln February 2@9, lhe Govenme.lal Accounling Standards Eoard ('GAS8"I issued Stalenent No. 54, Fuod Balence
Repoding and Govq nental Fund lyq 0efinitio6 /GASB 54r. Tlis new standard has subslantially attered lhe
cateqores and temlnology used to desclbe Iie lund balance n govemrnenlal lunds. fte purpose ol GASB Si is lo provide
lhe claily lo undelsland lhe extent ol rcslrclrons on lhe use ot balance ol lhe flnds prcsented in lhe lrnanclal shl;ments.
one objeclrve ol his slandard was lo tmprove, ncludrng tie undelstandabrl ty, the useiulness ol lund balance iniormaton bl
providing clear tund balance classrficalions. CASB 54 abandons lhe rcserved, unresetued, and designaled ctassitrcations oi
Iund balance and rcplaced them wfi llve classiflcalons: nonspendable, restlcled, committed, assigned, and unassgned.
The lequiremenls ol lhis slatement are ellective lor lhe Municipalily's lliancial stalenents lor lhe iscal year ending Ju; 30,
2411

GASB 54 requres local governments to locus ofi the conslrainls mposed Lrpon rcsources when .eporling lund balance ia
governmenlal funds. The lund baiance ciasslications indicale the level ol conslraints placed Lrron how iesources can be
spenl and idenhly the soulces ol lhose constrarnls. The lollowing lve classifications se e to nlorm readers oi lhe llnanclat
slatements ot the extent to whrch the i,lunicipalily is boLrnd lo honor conslraints on lhe specilic purposes lor witch resolrces
ln a fund can be spent.

. Nanspen(kble Fund Balarce - Fund balance repoded as "nonspendable" rcpresents lund balance that is (a) nol m a
spendable fom such as prepaid ems or (b) egaily ol conlraclually required lo be mainlained inlacl such as an

Feslrbled Fund Balance - Flnd baance .eported as tesliicled" consists ol amounts that cai be spent only on the
specrlic purposes stipuialed by law or by lhe exlernalprovders oi those resources.

Commtned Fund Balance - Fund batance reported as tommrfled" are sell-rrnposed lmitaltons sel in place prior lo the
end o,lhe liscal penod. These amounts can be used only for the speci,ic purposes delermined by a lomalaclton ol lhe
llllnrcipal Leqislature, which is lhe hrghest evelol decison-makinq althorrty, and that require the same level ol Iomal
action lo remove lhe constrarnl.

. Assigned Fund Balance - Fund balance reported as 'assigned" consists oi amounts that are slblect lo a pueose
conslraint that represenls an nlended lse eslabtshed by the Municrpal Lelrstature or by lheir designaled oflioat. The
purpose ol lhe assrgnment nrust be narrower lhan the pufose ol the General Fund, Formalaclion is rolnetessary lo
impose, rernove, or nrod ly a conslrant rn Asstgned Fund Ealance. Additronaty, this category s used to relleci lhe
appropraton ol a podon ol exrst ng lund batance to elinrinale a prcJecled del cit in lhe subsequenl year's budget.

. Unassigned Fund Baiarce - Fund balance repoded as 'unassigned' represents the residual classriicalron ol lund
balance and nciudes all spendable amounts nol conlained wlh n the olherclass cations.

Policy on Confiitting Fundc

ln accodance w h GASB 54, rt is lhe policy ol the i,lunicipality lhal lud balance amounls will be reported as "Commfied
Fund Balance' only aller lormal acl@n and approval by i,lunEipat Legisalure. Tlre Mlnrcipal Legislature has lhe althonty to
separate lLrnds lor speofic purposes. Any sepaate lund as Commrtled Flnd Balance requiaes the adoption o, a resolulon by
a sfiple malority ol voles.lhe adoplion oi the resolulDn should be carned out before June 30 oflhe liscalyear Io implement.
l, lhe actual anount ol he conm menl s not avartable through June 30, the resotltion should €slabtish the prccess ol
,omula requfed localculate lhe exacl amolnl as sooo as inloamation s ava able rn the tollowing Iscalyeat.
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2. SUMMARY 0F SIGNtFtCANT ACCOUNTING POLICtES (con nuation)

For erample, the l,{un cPal Legislature.miy apgole a resolulon pnor to year-end financat slatemenls, rf ava lable, up to aspecrtied dollar amount as Comm ted Fund Baance lo, cap,at p,o]"cis. ne eirifoomr arount to be reponed ascommined Fund Balaice IoI capilal plqecls may not be rno*n a ria r;" or ,pp,or]ioue ro me annual tinancal audit notyel beng compleled. This amount can_be-delermrned al a tater oate when known anoipj,oprlatety reponea wn,n rtre year-
9nd finanoal stalements due to he Mun c pat Leg stalure approvng lhts resotuton be;;;arend.

ll is lhe policy oi the Municipaliry hal lhe [4unicrpai Legislalure may comrn[ lund balance ior any reason lhal is consistenl
'v h the deiinition ol commtled Fund Ealance conlain;d wilhrn GisB 54. Eramples ot reasons to co.1m1 tlnd batance
would be to display nlenlons lo use portons o, iund balance lor llllre caprtat p;ojecls, stabrlization lunds, or lo earmark
speciatGeoerat Fund slreams unspent at year,end thal are inlended to be us;d Io;splc a purposes.

AII€r apprcval by lhe luunicipal Legrslature, the amount .eporled as Commttted Fund Batance cannot be reversed wilholtt
ulrrizrng lhe same process required lo commi the lunds. Trrereiore rn accordance w h GASB 54, it is the p"ri;y;i;;
r\,luniciparrty thal lunds can oniy be removed lrom he cornmrned Fund Barance carego,y arter motion ano appro; by eIl,lunrctpai Legts aUre.

Polby on Assigning FuNle

ln accordance ulh GASB 54. runds rhai are ,iniended to be used ror a spe.ric plrpose bul have nol Gcerved lhe romar
apprcvaradior al the MLricipar Leg6ralure may be recorded as Assigned Fund galance. Likewiae, redeproyng assrgned
resou.ces lo an altemalive use does not require lormataction by lhe l,{unictpalLegisiature.

l^1llrtj.^l':]l,:"- ]:: l:liil"e.rrs 
ro, ass.snrng rLnd batance. mererore. 6 me porrcy or rhe rvJn.cpa, y lhar r\rajor shat.rave he aultorly ro assiqr tu.d batance ot [.e Vunrcroatity oased on rrte"iio.s ol Lse ot t.ros oy he VLnciDat Leqlsatrre.

ln addilion, lhe l\,{ayor can delegate to the Finance Drectoi or olher emptoyee ol lhe tVun,crpalrty,'ttre aunorly fo assign the
,unds.

Polby on Unaasigned Genedl Fund Balance

It is lhe goalor the irLhiaparity lo achreve and ma nran an unassrgned Generar Fund garance 
EUar ro 4yo of budgeted

erpendttfes. The f,lunrc pal[y considels a balance ol ess tha n 3.6 to be a cause lor conceln, barr nq unlsual or deliberate
circumslances, and a balance of moae than 5g/o as excessrve. An amounl n ercess ol 69b rs Io be con'srdered for reseruatron
to accumurate lunding lo. purchase of machnery and equpmenl, ror capirar prolects, andloi to ieduce the tax tevy

1.":qj-:-T:lll {,q ryl i: detem ned n conlunclron with the annual bldger proceis. tn lhe evenr thar lhe lJnassigne;
uenerar rund uarance s ess lhan he pohcy antrcrpates, the Muncipalrty shair pran ro adjust budget resources in rhe
subsequent fiscalyea6 to restore lhe baiance.

Appropralron from unassigned Gene.,r Fund Barance shair requre the approvar orthe luunrcDal Leq.rature and shar be
only lor spectlic disbursements, such as one lime expendrtures and iaprtal asseis purctrises, ina not for ongotng
expendillres Linless a vtable ptan destgnated losustan he expendtures is simullaneousty ;dopled.

Ptioili2ation ol FUN Balence llse

ln clrcumslanc€s where expendilure h ,or a pumose that quantilies arc avatlable rn mullple lund balance ctasgiicalions, lhe
order rn wh ch the rcsources w I be used shal be as rolows' Beslrcled Fund Balance, ro]iowed by a;;fted Fund Barance,
AssEneo Frrd Barance dno rast bul.ol easl. lJrassqned FLro Balarce.
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NOTESTo T8E BAsrc FNANCIIL STATEMEIITS
FoSTHE FTSCAL yElB ENOEOJUXE 30,2011

2. SUMMARY 0F SIGNtFtCANT ACCOUT{TtNG pOLtCtES (conliouation)

C) Conponents ol Fund Balahce

OEET OTHEF

saAvlcE @VEiIME\ITAI
FIJXD FIJROS

s-

rngo ear arn c GrEio d F&'l 16

,9166r ol sleb an s[lkrtks
IEft Erftlwqn PogEh

CaEdOday Pud66 or EquF.idr
HGIE Asrsbfto Prcgms

rmp. m6l dn c 6hrb d Fe' [6s

rold Funn 8.l,e. iDctdE)

i 190 ca4

7,s5t,6,13 r,664,la1

115'6,

s 7 t59643 S s i.7r,E, s 5,a6.1A

E. lnl€rrundT.ansaclions

lniealund lransaclions ale reilecled as loans, rermbursenenls or l/anslels. Loans are @poned as receivables and payabes as
appropnate and are suqecl to eliminalon upon consolidalron. Feimbursemenls occur when one tund incu6 a cost, ch;rges ihe
approprale benefrtrrig lund and reduces s re ated cosl as a rcrmbursement. All olher ntedlnd transactions are treated as lr;nsiers
Translers bel\'/een. govemmenlal or propfietary lunds are nelled as part o, lhe reconcrhalon lo lhe governmenl-wde columnar
presenlation. The 1\,,lunicipa|ty has Ihe lollowing types o, transactons amo.g lunds:

lntedad TQnslets - Legally requiled tanslers thal are reporled when incured as transtersrn by the recipient tund and as
translers_oLrl by lhe disblGing iund. wilh receivables and payabtes presenred as amounls due to and due,rorn olhe.,unds.

lnrta-Enrtv rransactons - Advances belween lunds are also presenled as amounls due to and due lrom olher lunds.
However' these kans,ers and Ielated amounls recevables and payables are constdered internal balances and activ(ies lhal
have been eliminaled in lhe government lr/rde I nanc al slalefients.

F. HIsk Financing

The llunrcrpalily calries commercEl rnsutance to cover propeny and casually,lhe,l, tort claims and other losses. lnsurance polcies are
negotiated by the Puerlo Bco Treasury Depadment and cosls are allocated among alllhe municipalities ol puedo R'co.,ltso, prncrpar
officials ol lhe l\,4Lrnrcipally ale covered lnder various surety bonds. Cost ot nsu6n;e a ocated to ihe i,4uniopalily anddedlctedirom
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NoTEs TO THE BAsIc FINANCIAI. STATEITE'{TS

FoR rrE Ftscal YEAF ENDED JUNE 30, 2Ot l

2. SUMMABY 0F SlclllFlCAM ACCOUT{IING poLtCtES (continuarion)

lhe grcss prope,ly lax collections by the fuIRCC ,or the year ended June 30, 2011 anounied to approxjmalely 5204,179. The current
insurance policles have not been cancelled or lerminated. ln addrtion, IrFCC dedualed approxmalely S215,30g lor workers
compensalton insurance covering a[ mun rcipal emptoyees lor lhe sarne penod.

G. Useot Esl,mai.!

The preparalion ol lhe basic tinancial slatements in coniorrnily wilh GMP requnes managemenl lo nake estmales and assumprions
that allect lhe reporied arnounts ol assels and iabilrtres and dsclosures ol conlinge aasets and tiabilties at the date ol lhe baslc
Iinancial slalemenls and the reported revenue and erpenses dudng lhe rcport ng perod. Actualresu[ could drffer lrom those esljrnates.

H. Reclassirlcallons

Va rcus reciass icattons have been made in the acconpanying basic Irnancial statements which atlect lhe comparabitily w th the basrc
Iinancral slatenrents issled lor previous liscalyea6.

l. Frilurc Adoption ol Accounting Pronouncements

Tle Govemmenlal Accounllng Standards Board (GASB) issued lhe lolloving pronouncements lhat have ellective dates aller June 30,
2011:

GASB Slatement No. 57, OPEB Measurchenls by Agenl Efiplayeg and Agenl Muftipte.Enployer Ptars. Tte obleclive ol lhls
statement s lo addless issues relaled lo the use ol lhe allernative measurement melhod and he lrequency and timing of
flreasuremenls by employers thal panlc pate in agent multiple.ernployer other postemploymenl benelil (OPEB)ptans (lhat is, agent
employels). The lequirefieils of this Slatemenl are efleclrve lor financral stalemenls lor periods beginning atter June i5. 2011.

GASB Stalemenl No. 6A, Accauntng ancl Financial Beryttkg fot Seyice Cancessian Afiangefiens. The objective o, lhis
Statement is lo rmprove I nancial reponing by addressing issues relaled to setuice concession arangemenls (SCAs1, which are a
type ol public-pnvate or public'pub|c parlneGhip. As used in thrs Statement, an SCA is an a angemenl belween a transleror (a
governmenl)and an operator (governmenlalot nongovernmental enlily) in rvhich (1) lhe lransleror conveys lo an operalor lhe r ght
and related obligallon to provrde se& ces lhrough lhe use ol rnlrasttucture or another publlc assel (a 'lacility') n exchange ior
srgn icant consrderation and (2) the operalor collecls and is compensaled by lees lrom ih rd pantes.

Th s Stalemenl requires disclosules aboLrl an SCA including a general descript on oi the arrangement and nlomation about the
associated assels, liablilies, aid de,elred nllows, the ghls granled and relained, and guarantees and cornmitmenls. The
requiremenls ol ths Slalemenl are efleclrve lol linancial stalemenls ior perlods begrnning alter December 15, 20i 1. The provisions
of lhB Slalement genelally are requrred to beapptied relroaclively lor a tperrods presenied.

GASB Slalement No. 61 , The Financal Repoting Entlty: Onnbus-an anendnent ol GAS7 Statenents Na. t 4 and No. 31. Ihe
oblective ol th s Slatemenl s to improve I nanc6l reporling lor a governmental I nancral reporltng eniity. The requr.ements ol
Slalemenl No. 14.The Financtal Reponing Enlly, and the relaled iinancal reporting rcquirements ol Siatement N0.34 Easrc
Financhl Slalenenls-and Managenent's Discussian and Analysts-t'ot State and Loca/ Govemmenls. were amended to belter
me€t user needs and to addrcss repo(ing ent[y 6sues thathave arsen since lhe isslance olthose Slatements.

Ths Slalenent modiles cerlain requirefients lor incluson ol componenl un s rn the financal repo,ting enldy. For organrzalions
lhat previously were required to be included as componenl unils by meelmg lhe lscaldepeidency criteJion, a Iinancalbeneiit or
bLrden relatjonship also would need to be presenl between lhe prmary govemment and hat organrzaljon lor it lo be r.ctuded tn
lhe leponing enlily as a componenl unii. Fu.lher fo. organizalions thatdo not rneet lhe linanoal accounlab tily criteria for nctusron
as component unils bul thal, nevedheless, shouid be included because the prmary governments management determines that il
woud be miseadng to exclude them, lh:s Slalement clarfies lhe manner n whrch Ihat deleminalion ahoutd be made and lhe
types of relalionshps lhal generalty shoutd beconsidered in makng lhe deteminalion.
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2. SUMMAnY 0F SIcNtFtCANT ACCOUNnNG pOLtCtES (con nuation)

Thrs statemenl also amends Ihe cdefia lor.reportng component unrts as rt lhey were pan ot the primary governmenl (that rs,brendrng) rn cedarn circumslances. Laslry, addilionar ;epon,ng gr,oance is prov'o'eo [, f,Jnarq 
",orpon"nr 

rn]t rr the primary

:.t]:liT,it_l:,.,!!lj!9:_1tvpe aclv,lv.lhal uses a singie collm; presenraron tor tinancEr reponrng. Ttrrs slalenrent atso ciartiesre rep.flng 0r equrly rnreresrs ir rega ry separare organrza.ols. rl reqLres a orrmary govemmenl Io reDon irs equrry nreresr m acompon-enl unil as an assel. The provisions ol rh6 statefient are elleclrve lor l;nancr;t ;tatemenls ,or periods beginni,.g at"ilrna15.2012. Ear ierapplication rs encouraqed.

GASB slalekenl No.62 codificalion of Accounting and Financiai Bepoitng Gutdance contained in prc-Navenbet 30, lggg
FA5B and AI,PA Ptunauncemerb. The ob]ective o,ihrs slalement islo incorirate rnto $e casg's authontalve lterature ierlain
accounting and linancEi reporling gurdance Ihal ts rncluded rn lhe ,otlowing pronouncements issued on or belore November 30,
1989, which does not con,iict wiih or conlradlci GAS8 ponolncements:

1. Financ al Accounling Slandards Board (FASB) Slalements and lnteFretaltons2. Accolnltng Princptes Board opinrons
3 Accounting Research BulJelins ol lhe Ameican lnslilule ol Ceditied Publc Accountanls, (AtCpA) Cornmiflee on

Accounl ng Procedue.

Herenafler, these pronouncemenls collectivey are relerred to as lhe'FASB and AtcpA prcnouncements.. Th s slatement atso
supersedes Slatemenl No 20' Accounllng and Financial Repfting t'ot Proytetary Funds ancl othet Govenrnentat tniiei ii
use Propielary Fmd Accounling, lhereby e|minaling lhe eledon provided in pa;graprr z or rnar srarement roi enterpiise runoi_
and buslne-ss_tyTe activ ies to apply post_Novenber 30, 1989 FASB Stalemenb;d tnte.pretations lhat do not conitct wrth oi
conlradict GASB plonouncements. The requiremenls of this statement are ellective for I na;ctaj statements lor peiods beginning
aiter December 15, 2011. Ear|er applicalion is encouraged. The provisrons o,lhis Stalement generally are required to b;;;rie;
relroacltvely for a lperods presenled.

The l\,lunictpality's flnancial slatements were not afiected by lhe impemenlalion ol these statemenb.

GAsB-Slalement No. 63, Fin ancial Reporting al Defene(t oufbws ol nesouces, Delerrcd jnlaws al Resouces, and Net positton.
This Slal€menl ploldes Inancia reporlng guidance lor delerred outllows oi resources and dete(ed in,lows ol resources.
uoncepts Slatenenl No 4. Elenenls al Financtal Stalemerls, inlrcduced and detined hose elements as a consumption oi iet
assels by lhe go'vernment lhai is applicable lo a lllure reponing peiod, and an acquisilron ol nel assels by the govenment hat s
applicable to a iulure repoding perrod, respectively. Previous liancrat reporting siandards do nol mcfud; gud;nce lor reponrn!
those linanctal slalement elemenls, |1/h ch are dislincl trom assets and liabitities.

concepls-stalement 4 also rdenlrlies net position as lhe residual of all other etemenls presented in a stalement ol linancial
losilion T'his Slalement amends lhe nel asset reponing requrrements n Slatemenl No. 34, Basrb Fin anciaj Statements-and
Managenent s Disctsston and y'aalysis-lar Stale and Local Govenhents, and other pronouncements by incorco.ating delered
outfows oi resouces and defeffed rnllows of resources rnlo the deln lons ol the requrred components ol the residuai oeasure
and by renaning thal measule as nei postlon raher lhan nelassels The provistons olthrs Sl;ternenl are ellectve ,or lmancEl
stater,tents lor perods beginntng after December 1 5. 201 1 Ea ier appticalton is eicolraged.

The l',4unlcrparily has nol yetderermhed rhe efiect thls slalernent wrri have on the l,4unicrpariry,s r nancial stalements.
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SUMMAFY 0F SIcNIFICANT ACCOUNnNG POLICtES (conttnuation)

GASS Slalernenl No. 64. Detivahve lnsitnenls: Applbatbn al Hedge Accountng Ternkatian prcvisbns-an anendnent of
GISB Slatemert 

^,/0. 

53. Some governments have enlered rnlo lnlere; rate swap ;greemenis ;nd commodity swap agreeme.ls
n which a swap counlerparty, oI lhe swap counlemarly's cred( support provrder, com;rls orexpeience e[heran acto{ delault ora lerminalon evenl as tolh ale des.nbed Ln lhe swap agreemenl. i\rany ol those goverrmenls have replaced their swap

c.unrerparly, or swap counteFanys credir support providers, e her by amending exislr;g swap agreements or by enterng rntb
new swap agreements when lhese swap agreemenls have been repoded as hedging instrumenls, questions have ansen
regaldng lhe app icalion of lhe lerminalton ol hedge accolnljng provrsions n Stalemint No- sa. Accoating and Financtat
Reponing lot Deivalive lnslrurDenls. Those provrsons require a governmenl to cease hedge accounting upoi th; lermination o[
lhe hedging derrvalrve inslrument, resLrllng in the immediate recogn[ion ol Ihe deferred ouilows ol resources or de,ered mflows
or resources as a componenl of inveslment tncome.

The objective ol this Slalement is lo clarry whelher an eflecliv€ hedging retatonship conlhues afier the reptacemenl ol a swap
counle.pa(y or a swap counterpany's credit suppon provider. This Slatement sels fonh c teria thal eslabtish when the ef,eclive
hedling relalonship continues and hedge accounting should conlrnue lo be apptred. The provisions of lhis Statement are elleclive
Ior lnancial stalements for peiods beginning alter June I 5, 201 1 . Ea ier apptication s encouraged.

Tle l\,4unrcipallly's linaacial slatements were nol alJected by the mpiernenlalron oflhis slatement.

CASH ANO INVESTMENTS

Cash in Bankt

The i\,luicipaiily s cash and investrnenls at June 30, 2011 are cornposed oii (1)demand depostts in conrrnercial banks, and (2)demand
deposrts in lhe Govemment Developmenl Eankol puerlo Eico (G08, tiscalagenl).

Puerlo Bico laws allhorize governmenlal enlities lo rnvest in direcl oblgations or obtigalons guaranteed by lhe lederal govemmenl or
the Governmenl The Muicipalily is also allowed to invesl n bank ?cceptances, o1h;r bank;bligallons and cerulicalea o, deposil in
tiiancial nslrtutrons autho zed to do business underlhe lederaland Governraent taws.

The ll'4unrcipalily fo Jows the practice ol pooling cash. At June 30, 2011, the cash are marnlained in commerctat banks wth a baianc€ ol
56,901,769 of which S57 in lhe SBGP Fund, 54,915,659 n Slate Assignrnenls Fund, a.d S1,986,054 in Olher Govemmentat Flnds.
The balance rn cash account is avaiable lo meel currenl opera|ng requremenls and any unreslrcled excess, ll any, s lenerallyinvested n cerlilicales ol depostt wilh commercial banks. Any defaiency n lhe cash acc;unt is assumed by lhe general iund and
covered lhrough tulue budgelary appropiation.

Under the laws and regulalions o, the Government, publc lunds deposted by lhe i/unicpalty n cornoerctat banks must be fully
coilateralized lorlheamounls deposted in excess ofthe FederalDepos lnsurance CorporalDn (FDIC)coverage. Allsecurties pledge;
as col ate.al are held by agents deggnated by the Government's secrelary ol the Trcasury bul not in Ihe i/ undpatily,s name.

cash wrlh liscal agenl in the debl serv ce lund cons sls pincipally of properly lax co[eclions amounting lo s2,o1g.g70lhat are restrcted
,or lhe paymenl ol lhe Municpalty's debl sen/ice. as requlred by lar/v. Cash u/ilh FiscatAgent o, S-15.2S1 in Ihe Generat Fund and
S 1 5'71 0 n olher go]/ernn]enlal lunds coisrsl pI ncrpa ]y of lnspenl proce€ds ol bonds thai a; restrcled lor the acqusil on, constrLrcl onor mproverneal ol rnajor cap al assels. The amounls depos n GDB is anarntarned rn nleresl beanng accolnls afd s nol
collaleral[ed.

Jllunicipairly loilows Ihe plovisons o, GASB Accountrng Slandards Codilicaton Seclton C2o, Cash Depasit with FinancBt jnstiuttr,ns,
relaled with cash deposll and interesl-earntng mvesimenl conlracl wrlh ,nancEl insulultons. Accord;ngly, lhe iollowrng is essenllal
nformatron about credil risk, rnlerest rale rsk. custodalcred I rSk. and loreqn exchange expoSure ol depOSnS anO nveslmenls Of lhe
lvuniopalty al Jlne 30,2011:
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Fon rNE Ftsc^! YEIF ENoED JU{E 30,2Oll

3. CASHANoINVESTMENTS(contnuation)

Ctd Alsk

Tlis is the sk tirat an lssuer or otlel colnlerpany lo an nvestrnent wrll not luliill its obtigations. Ai June 30. 201 1 . lhe lrunicipaiity hasinvesl€{ on, in cash in banks ol SS 9 million whrch are insured by he FDIC, generaliup to a maxmum ol S250.OOO. As oreMoustv
menrroned pubric ,unds deposited by the i,4uniciparity in commercrar banks musr be rutty cottateratzeo {or ine im;;r" il;;-;;excess ol the FDIC coverage. No inveslmenls in debl of equity securties wera made d'uring the Fiscal ye enaeO June bO, zor r.
The.elorc' the l!'lunicipality's managemenl has concluded thai he credrl rsk retaled lo a'ny possibte loss reratea ro oerai[s i]/
com"rercial banks on fe lllun,c,pa rty's depos rs rs corsrcered tow ar June 30.2011.

C uslodiel CBdll Fisk

This ls the isk lhal, in lhe event ot the lailure ol a depository iinanctal inslilulion, the l\runicipauty willnot be able to recover ils cash and
inveslmenls o. willnol be able to recover collateGl securilres that are in lhe possessron of an outside party. pursuanl to lhe Investment
Glidelines lor lhe Govemmenl adopled by GD8, the [4unic pality may ]nvesiin obligalions of the Govenmenl, obtigations ol lhe United
Slales, cerlilicales ol deposit, commercEl papel, bankers accephnle, or in pool;of obligalons oi the municipalit,es of preno ii"o_-
which ale managed by GoB. At June 30, 2011, lhe Ivunlcipalily has balances deposlted in;ommercial banks amounling to S5.9 millio;
which are insurcd by lhe FDIC up lo lhe eslablished imit and the excess are iutly collaleralized as expiatned above. D;posits in GoB,
amounling lo S2.0 million are uninsured and uncolaleralzed. However, no toss;s relaled lo defauits by GDB on a"poitt tr"nsaaioil
have been ncu(ed by Ihe Municipality through,l!ne 30, 2011. ll s managemenl s poticy lo only marnlain deposirs in Lanks aftilialed to
FolC lo mln mi2e lhe custodial credrt risk, o(cept lorGOE. Therelore, th; I\,luncipality'l management has conctuded thal ai Jlne 30,
2011,1he cuslodialcredit risk assocEted wilh lhe l\,lunicipaiily,s cash andcash eqliva6nts is co;sidered low.

lnlercst Rate Risk

Tlis is lhe rsk that changes in interest rales ol debl investmenls will adve.sely allecl lhe lair value oi an inveslment. T'he lvunicipality
manages ils exposure to declines in lar values byt (1) not includrng debt or equity investmenls in tts investmenls podfotio at June 3d,
201 1, (2) limilin! lhe weighted avelage malul ty ol Is rnveslmenls n certrlicales ol deposrl to periods ol three monlhs or tess, and (3j
keeping moslol ils baiks deposils and certficales ol deposrl rn inleresl bearing accounts geneiat,ng nleresl al prevarltng markel rat;;.
Tlerelore, al Jlne 30, 201 r , lhe rnterest rskassociated w h lhe futuniciparily's aash and ca;h equiv;bnt isconsidered lo;.

FoEign Erchange Risk

Thls s lhe isk that changes in erchanle lates wll advelsely aflect lhe vaue o, an inveslmenl or a deposil. According to the
afolemenlioned lnveslment guidelines, adopled by lhe Municipality, lhe lvunicipality s prevenled from investing in ioreign secririttes or
any olher lypes ol lnveslmenls,or whch loreign exchange rrsk erposure may be;igntficant. Accordingly, man;gemenl'tras conctuded
lhal the torergn exchange r sk rctated to the Mun cipalitys deposits is coasideied bw;t June 30, 20j 1

4. DUE FFoM GoVEFNIiIENTAL UNTTS

The due IIom governmenlal unils ior the fiscal year ended June 30,2011 corresponds to various governmenl depaffnents lor the
amount of S164.540.
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5. DEFENRED ANO UNEANNED BEVENUES

Governmenlal lunds report delened revenue n canneclion wth receivables lor revenues lhal are not consdered to be avalable lolquidate iabillties of lhe cufient period.

- Govemmenlal lunds also deler revenue
reaognilion in conneclon with resources lhal
have been rcceived, but nol yel eaned. At the
end ol lhe curent liscal year, lhe various_ components ol delened rcvenue and uneaned
relenue .epoded in lhe govemmental lunds
were as follows:

UNAVALABLE UNEANNEO
Govemmental Fund3:

VolurE ol Bustfess Taxes
SBGP nevenues

Totsi Debrred/ Unearned Revenues

s , s 585,957

s 2 534.068 S 585 957

5. INTEBFUNO RECEIVABLE, PAYAELES ANO TRANSFEFS

A. INTERFUND RECEIVABLE AND PAYABLE BALANCES

Dle ro/,rom oth Fuids at June 30, 2011 are
summarzed as lollows:

B. INTERFUND TBANSFERS

INTEFFUNO INTEFFUND

RECEIVABLE PAYABLE AI{OUNT

Shb Assignfenb Generat Fund $ 2.932.273
Sb€ Assrgnmenh oher Funds 6.162
ShbAssignnEnb SBGP

ToTAL q__?!!a?!1

Tanslers are indicaliveol flnding lor caprtal p.olects ordebt seruce, and subsidies ofvarrous ooerations

- 7, OUE TO OTHER GOVENNMENTAL UNITS

INIEBFUND TFANSFERS WITHIN THE GOVENNIIENTAL FUNOS

Sources Transferto Amount purpo36

GeneralFund Debtservice Fund S 113,423 oeblRepaynEnt
GeneralFund Oher Gove.nnEnEl Funds 148,9g3 Trarsk br Operal,onal purposes

q____ ,6r:1!9

As ol June 30, 2011, balaice dus lo other govemmental unils ol lhe General Flnd lor seruices rendered to the Municipatity, consists

AMOUNT

Vlhbr ard Sewer Auhortv S 92.576
RetreflEnlsysbm Adnnn6tahn 86.152
Federal lnsurance Contbutons Act Tax 77 4
Unerpbyfi€nt Payable 1$2
Healh Insu.an@ 2.516
Fetrefirent SysEm Efiployee Loan n.861
Shts lnsurance Fund 14 j15
General Service Adnrin istalioi I 98.546

TohlDue b Governnrenhiun6 S {qI,
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& CAPIIAL ASSETI|

Capnd Assets aatvities lor lho liscal year ended Juno 30, 201 1 was as lollowsl

oeprcciation expenses werechargedto govemmental llncljonyproffams asloilows:

- L Galeralob ga on. Bondg and Spdriialob gaUonr Bonds

The pincipal longlom obligatjons ot lh6 fi,lunicipality are general oblgalions bonds and speclal notes issued to linanc€ the

- 
constructlon ard imp.overnenls ol public iac riies and purchase ol equipmenl. 

-lh6 
Municipality's ob|gations long-ter;de' ;t;;;e;i;

are apprcpnated and paid lrom resources accumllated in the Oebt Service Fund (See Not6 1O].

9. GENEFAL LONG.TERiI DEBTS

AIiIOUI{T

Gen€ral GovernrEnt S 105,807

l\,{ayor and Municipal Legbhtlre 4,600
Publb SabV 13.801

Public llbrks and Transpolation 234,61 s
Cufure and Fecrealon 18,401

Healh and Sanhtion 23,002
Udan DevebpflEnt

Tohl Depreclation &penses S 460,030
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DffCRtmOfl

No.oeprcoabL capfdl AlseE

Tohl Non.oeprc.bbb capiht As€b

Euldhgsa BuidirlsttrD@e,rDnE

Tobl oeprccabb CapiEl AsseB

Lsss,A.drBhbd oeprc{,illoi:
Euidhgs and Buldhqs lrp@s,rsna

Tobl Acdrrhtd oepre.nio.

Tobl Deprecbbh Caprbt AsssB (Ne0

CAPITAL ASSETS. N ET

EltxicE
JULII,

2010

s 3 210.794

2.258.A51

5158.845

6.371,965

3 299.371

137.301

1,1U,16
274 322

1.573,447

2 895,006

93,458

563.693

29205

t 154.809

6.050,616

I 11,5r9.461

AOJUSlIIEIII

I
12.262.519\

r2 2625101

t,684,323

13,32s)

7.3!2

94,515

578.196

2361.041

8fl8
9.967

51.659

2.291471

s 28 558

llcFE sES

3 409,160

1 1523S9

1.562.059

57.666

2.800

161r26
t93,128

93 642

460,030

1399.5641

t I,162,495

DECSEAiES

sAtIICE
JUIE 30,

2011

t 3.619,9!t
I t4t431

.t.768 3€5

I056.2St
3.215,&{i

147,,('3
r216,98!

13.488.666

1734.573

2.958,461

I10.986

708,994

33 r/8

5.546.792

7 941 871

s 12,710.259

I

{r38,266)

|38.2661

r 38.011

.

r38,0r I

1255)

s 2ssr
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NOTES TOIHE BASrc FIIA CIAT STATEMENTS
FOi IHE F'SCAL YEAfi ENDEO JUNE 30,2011

Typ. ol Obtjgatjon and purposo

C6neral Ob ligataon Eonds - propertyTax.3:

S1,634.000. Sercs 2005 . Purdas€ otEqupn€nt.
5937.000. Seres 2008 - opera[onat purposs

5665 000. Series 2000, Purchase olLand and Buitd ng

5900.000. Series 2009 - operalbnal Purposo

5464.000, Seres 2009- operabnat Punose
Tolal Generel Ob ligal ion Bords

Special Obligatlon Eonds-operationat Bevenue3:

S750 000. Series 2002, Purchase otLand

S1 045,000, Senes 2000 . ceneral Consiucion
5880.0@, Seres2008 - Purchase olEqupnEnt

Total S pecial Ob ligal ion Bonds
TolalGeneEland Special 0btigation Eonds

llrelu ty
Dala

2012

2017

2031

2415

2018

lntarest
nato

4 130t

7.500.,0

7 00"6

7.50"i

8.0096

6.00 b 8.00%

7 5006

Anounl

s 264.000

123.0N

620,000

690,000

2.693,000

625.000

760,000

630,000

2.01s.000

s 4,708,000

2026

2422

2AU

According lo Sections 103 and 148 thrcugh 150 of lhe uS lntemal Revenue Code and Sealons t.148 throlgh 1.1s0 ol the IJS Treas!ry
Reguiation, lhe lvuilcipalily's tax_exempl bonds are subjecl to lhe arbitrage rebate .equirements. At June 3d,2011, lhe fulunicjpallty had
no ledelalabilrage liability on bonds srnce nleresl incorne eaflred Irom the invesh;nt ol unspent bond proceeds were made in bank
deposils lhalgenerale yields lowerthan the ralesapplicable lo lhe debtsetuice payments.

B, Legal Debt Linil and Legal Deht Maryin

As oJ June 30, 2009 (lhe lasl year available), the iiunicpalily debl imit (10.6 ol vallalion o, properly subject to taxalion) was
S4l 937,121, plus the baiance ol lhe specialad valorem laxes in the Oebl Seryice Fund. ln addilron, beiore any new bonds are issued,
lhe rcvenues of lhe oebt Seturce Flnd should be sullicienl to cover the projecled debt service requirement. The tolal amolnt ol debt
applicable lo the debl limil was S41,461,738, nelot cerlain assels ii lhe Debi Sery ce Fund. Addjtional legatdebt marc n was detemtne
for lhe issuance o, he special obligatons bonds thal are paid through relenton made by Ihe MFCC ir; monthty aldvance ol annual
properly lax and subsrdy send lo the Municipatrty.

C. olhet Long.ferm Debts

Botrowida hon MRCC

0n July.1. 2002, lhe n4uniciparily enlered rnro a repayment aEeerienr w h lhe GDB and l,rlFcc to repay the uncolleclrble prcperty lax
sale autho zed by lhe enacled Law Nurnber 42. Tle or qinalamounl of debt is 5741.79410 be pad du;ing 25 years pius annualrnterest
oi 6.18750,..

0n Juiy.1, 2007, lhe Municipalily enleied into a repayment agreement wrlh lhe GDB and |IIRCC lo repay lhe unco eclble propedy tax
sale authorrzed by lhe enacled Law NLrmber i46. The orgrnal amounl ol de rs 5305.194 lo be par; d! ng 25 years plui annuat
interest ol 6 229,0.

9. GENEFAT L0NG.TEBttt 0EBTS (conlinuarion)

Generai and specral obligalons bonds as ol Jirne 30, 201 j 
, are compr sed ol lhe io[owing indurduat ssues:

-42-
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_ 9. GENERAL LoNG-TEnM DEBTS (conrinuation)

0n November 28 2001, the Munrcipalily ent€red into a lepaymenl agreement w h the GoB and MBcc to pay lor lhe proporlionat debt
lo cover the Land lnlomation Managemenl sFlem (LIMS), sysrem estabtished by [,lBCc wdh the capac y lo ma.t ringliai.l ;inJ

- photos ol all real propeny ol puerto Fico Tle original debt was 5222.307 lo be paid dLrnng 1 0 years ptus a;nuat tnterest ;f 5.95"0.

ConGttsated Absenceg

- Thls amounl reprcsenls the eslmaled accrued vacalron benelits, accrued sick leave benefils and payro related beneiils, represenljng
lhe l,4uniceatity's commilmenl to,und such cosls lrom tullre operations

_ Followng are the other Long-Term oebtsi

BALAIICE

JULY1.

2fl0

s 65S..t97 S

268 t0

Fl.zu

!07 662

212dfi
1671112

BETIFEIIENTS

ISSUEi AOJUSTMENIS

BALANCE

JUNE 3q

&11

3 645,39s

256.@

19,,|0

92.0@

r 519,794

rxout{Is
oua uTt{I
OiIE YEAF

s 14e

12.208

"r:
a.m

DESCnPIO

LIMS -MFCC

IOIAL

s (14.1m)

127,1lq

1r2,2@l

31.874)

1114.936)

t152353)

AiiolJ[ts
DUE AFTEN

JiIo(I YEAf,

$ 630.413

3m

t1.s35

325.1i5

3,196 63r S ! 1618.903 5 25nQS \ 363.tat S til45,

- D. Changes in Cenehl Long-Tefi Debts

The lollowng is a summary o,changes in long-term d€bls lorlhe year ended June 30,2Oj 1i

DESCStPTtOt{

Of€r Debs

TOTAL

BALATICE

JULY 1,

2010

s 31&.m s

2.07t.m

3. r$ 331

SEIIFEIIEI\ITS

al,io

ADJUSTI/lENTS

s (]9!00)

155.0@)

EALAiICE

JUNE 30,

20ll

s 26S m0

2015.0@

2.577.14

A OUNTS

DUEwlTHIIiI

ONEYEAF

s 19 000

2@.00

863.151

AMOUNTS

DUEAFIEF

NqT YE{R

s 21740@

1815.0C0

171a2n

s 57$.m

NEW

ISSUES

s 8&9331 S S {1.163S} S 7?854A S 1582151

E. Dehl Cofipliance

Tlere are a i urnber ol limilalions and reslr clrons conlained rn lhe various bond indentrres. The Mur icipal y believes il s ii compl ance

- wilhallsqnilicanlllmitationsandrestriclions.
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FoB TaE F6CAL YEAa E oEo Jut{E 30.20i1

9. GENERAT IONG-TEn oEBTS (continu.lion)

The annual rEuirements to amortize the general long,lerm debts oulstandiig as olJune 30,20 are as lollows:

YEAB EiIONG

JUNE 3O

x12
2013

n14

tor5

2016

2!17.M1

M.M
N1dB1
2@-206

IOiAL

Spcid Obrlgsdon Bontb Oti, Long.Im Obtigrton!

PftNCIPAL II,IIEFEST PNIICIPAI IIiITEFESI PRIIC'PAI II{IEFESI TOTAL

PAYMEITT PAYMENI PAYIENI PAYMSTT PAYMBTI PAYMA{T PRITICIPAL INTENEST

s 5r9 000 s

@,m
289.@

349.m

346.000

531,000

155,@

4),M
5,m

80.751 $ 2O,CO S

149.975 215.CO

18.1* 230,m
1C6,//5 255m
@.m aqm
2(p.8 5O.Cm

125,16 $5.0@

59,500 65,0@

1.925

56.m S r t82.15r S

53.$1 526.666

,.s 543.132

50,8 594,1$

€.r79 164,325

2t1.4!t 1.2n.725

151.38 @7.29

i6 316 567.80

5$l 114,4r&

M 175

c.tf4 s

a.@
15,1@

63.853

s,149

1.820

863,151 S

42 666

al9
I,r$
31.325

17i45
217.2$

m.@
39.4&

@5.175

2,4411

3113r3

n11$
zp.216

194.@

654 m
314.f.7

137 65
7.512

s 28d,9 st09 I e0,nm I 713,820 s zt,42t s 78,@ 3 126428 t 23e66r

10. DEBT FETIBEMENT

BevenLres oi lhe debl servrce lund cons6ls oi lhe ad-valorem properly laxes which are recognized as revenue when collecled lrom
iaxpayeB and reported by Ihe luunicrpal Fevenue Colleclion Cenler ol the Comrnonwealth ol Puerto Bico to lhe fi4unicipatity (See Note
11).

These plopeIly taxes ale acclmulaled by the li,iunrc pal Bevenue Colleclon Cenler in cosls oithe gene.al obltgations bonds issued by
lhe ft,'lunicipalrty (See Note 9). Payments are made lo the Govemmenl oeveopmenl Bank of lhe Commonwealth o, Puerto Fico Jrom
such accumulated ,!ids bylhe l\runiopalRevenue Collection Cenlerof Puerto Hico.

PBOPERTYTAXES

Tle Municipa ity s aulho zed by Acl No. 81 lo impose and collect properly tares from any natural or egal pe6on lhat, at January 1 
d o,

each calendar year (1) ls e.gaged in l6de or busrness and rs lhe owner ol personai or real properly used tn lrade or business, or (2)
owns resrdential real propeny wfi a value in excess ol 515.000 (al 1957 nrarkel prce).

ne I','IBCC ls lesponsible,ol the assessment ol all real and personal properly localed wilhin the lllunicipatily and ior lhe le!ry,
admmistration andcollectionollhecorespondinglaxconllbulion.

The personal properly lax s sell assessed by lhe taxpayeron a rctun, which is io be,iled and paid in tullby May 15 ot each year wilh
lhe I!'IRCC and based on currenl values as ol oecember 31 ol prevDus yea. Real property lax rs assessed by lhe I,IBCC on each
piece o, realeslate and on each buldmg ot resdence. The propeny lar conkibulion rs levred each year overlhe apprarsed valle ol the
real properly al lhe begnimg ol Ihe calendal year. The real property assessment 6 based on lhe curenl value exrslinq tn the year
1957.

T'he [rlFCC is @sponsible IoI lhe bllllng of real properly taxes and collerlions ol both, personal and real properly taxes on behall oi all
the munrcQalilres ol Puerlo Hico. Pror lo the beginning ol each fiscal year, the MBCC inlorms the Municipality o, the estimaled amount
ol propeny lo(es expected to be collected lor lhe ensuing fiscal year. Throughout lh6 y€ar, the il,lFCC advances lunds to the
I'lunicrpalily based on the lnrlial eslrmaled colleclons. The i,lHCC rs requred by law Io prepare a settlement slatenenl on a liscal year
basls, r,'/hereby a compalison s made behveen lhe anounls advanced lo lhe Mui cipa|ly and amounts actually collealed trom

-44-
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NOTES IO THE BASIC FIi,IANCIAL STATEMENTS

Fon r E Flscar YEAR ExoEo Ju E 30, 201 1

11. PHoPEBWTAXES (continuarion)

laxpayefs. TIis senlement has lo be completed on a prelmnary basrs nol later lhan h€e monlhs atter,tscal year-end. and a finat
setllement rnade nol alel lhan six monlhs ailer year.end I Ihe ilHcc rem s Io he llllncpat[y propeny €xes advances, rvhich areess than lhe tax actually collected, a recetvabe lrom lhe IIIBCC 6 recorded at June:o iowever. { a;vances exceed the amount
actually colecled a borowlng lrom i/RcC is recorded al June 30. Due to lhe facl lhal cotlectons ot property tar are appted to th;
advances ol prop€rly lax pa d by the Munrc,pality Revenue Collection Center, lhe amorlizaton ol lhe a;vance al eno of !Jai*"i noi
available due to that is in process ol veilicatjon by exlernal audilors.

The tax rate lor liscal year 2011 s 10.280; lor real propeny and 8 2806 lor personal property ol which j 03% ol both are,or lhe
redenpllon ol public debt issued by the Commonwealth of Puerlo Fico and 9 25"/o and 725{, re;pecuveiy, belongs to lhe i/u;6pattly.
The Comrionweallh ol Puerlo Rrco also conlflbutes 

_an 
annual lax rate ol 0.2001, of the property tax coiteited. ne ,emain,rig

pelcenlaqe is disiribuled as,ollowsi ta)6.00"i, and 4 00"'0. respect&ely. represents the illnlcipalitys basic tax rate tnat rs appiarafei
IoI generai pu.poses and therelorc accounled lor Ihrolgh lhe general lund. A poraon ol sucir a;ount is deposrted in an eiualization
{und loqelhel wilh a percenlage ol lhe nel rcvenues of lhe Puerlo Bco electanic tottery and a subsdy tom the Commo;wealth oi
Puerto Rco- The remalning po,lion beonging lo lhe luunrcpalrty ol3.25o/o represents $; ad-valorem properly taxes wilhheld by the
]\,4HCC and restricted lor debl seturce which is accounled ior through lhe debt se.vice tund (See N;te 1 Oi. The Municipalii ha;
reached the maximum staulory lax rate rrnit lor lhe bas c rax while there 6 io lim [alion lor the ad.va]orem lar rate

The Commonweallh of Pueno Frco granls compele real prcperty lax exoneratton on lhe lirst SIS,OOO has assessed valuatton on
residenlalunits occuped by their owne.s. For slch exempled afiounls lhe Puerto Rico Treasury Department assumes paymenl o, the
basc tax to Ihe lllunrcipalty, excepl lor resdentia unts assessed at less lhan S3SOO on whrch a complele exemplion is granled. As
parl ol Law No 83 of Augusl30, 1991, as amended, lhe exernpt amount to be patd by the pueno Bico Treasury Depanirent to ttre
l\,4un icipalily was lrozen as ol Jan uary 1 , I 992.

ln addillon, the iawgaanls a complete exemplon lrom personalproperty la(es up lo an assessmenl value oi 550.000 lo retatlers wtth an
annuai nel sales volume ol less lhan 5150,000. The IV1BCC advances lo the Mlnrcipallty, on monlhly paymenls, jOO96 of lhe
conlrbulionissessed ovet ploperty Ior each fiscalyear. ln accordance to Law, these advance; w be contibllions by the [,tBCC lrom
laxpayeG The MBCC periodlcally inlorns to the l\,lunrcipa ly lhe amounts collected Ircm laxpayers and apple; 10 oulstandmg

The^i/unlc palily rccods as revenue in Ihe general lund lhe property tax conlrDuion when rcceNed from monthly advances lrom
fu!BCC. Due io the lacl thal collectois of properly lar are applied io thsadvarces ol p.opeo tax paid by the [rBCC, tie amontzation of
lhe advance al end ol yearwas notavallabledue to lhat rs n process olvefllicalion by exte;alaudltoas.

I2. VOLUME OF BUSITIESS TAXES

The volume oi busmess lares s leved each year based on the pror year's gross revenues lor all commerctal and indlsirial
olqanrzalions do ng busness in the i,4unicrpality and which are nol lota0y or partratty;xempt lrom lh6lax under lhe lndLrsha I lncentives
Acls ollhe Commonwealth ol Puerlo Frco. Thrs is a sell'assessed lax based on h; busness volume n grcss sales as shown in lhe la(
retu.n thal is due live workrnq days aller Aprri t5 of each year. Enlrties wilh sates votume ot 53 m lon or more must nciude audrted
tinancralslalernenls loqether wrth lhe lax return. Dlr ng the lscalyear ended June 30, 2011. the lax rales were as to owsi

a. 1 50ob lor linanclai nsltullons and savings and toan assocaltons.

b. Allolhe/ organizalons as per lhe fottowng scae

r. 50.01 - 55,000 - Exempt
ii s5 001 -s8 334 - 525.00
ii. s8,335 - S100.000 -.3"i,iv 5100.000 - 5200.000 - 4"i,
v In ercess ol 5200,000 - .5"i,

.45.
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12.

13.

VoLUME OF BUSIiIESS T0(ES (continuation)

Taxes are payabre rn two equar semi_annuar rnsialments on Jury r and January r rolrowng the date of revy. I they are paid witi
dlclaralion on or before lhe due dal€, lhe taxpayer rs granled a 5% oldrscount. T}e votume oibusiness tax recervable represents ,ited
lax lelums lhal were uncollected as oi June 30. 201.1. collections ol laxes dudng currenl fiscalyear conesponding ol lhe lax relurn
based on lhe prol yeal gloss sales are applicable lo l,rre nexl liscalyea, and reaod;d as delerred Lvinr:es rn tp General Fund.

SALES AND USAGE TAXES

l,lunicipalily imposes a Sales and Usage Taxes oi 1.5",0 (1.09i, colected and beiong lo lhe i,lun]crpality and 0.5"," co[ealed by lhe
Pleno Rlco secrelary of rhe Treasury) on the sares price or a raxabre ilem o o-n Ihe purchasi p ce or air usage, storage or
consufiptron ol a taxable rlem All melchants requfed b collecl lhe Sales and lJsage Taxes, are requi;ed b ltte a rnonih]y Sale; and
Use Tar Belurn Form no latet than lhe l 0t ol lhe foliowing month lrom lhe month b;ing reporled. Tl; Act also provtdes Io; restrictions
on the use ol the resoulces (including lhe 0 5"'. coliecled by lhe Puerto Rico Secrelary of Tr-aas!ry) lo be tnvested in solid wasle and
recycling proEarns, capilal rmprovemenls and heallh and pubtic salety cosls.

The amount collected by lhe Puedo Rco Seclelary ol Treasury will be deposiled in accounts or spectal iunds in GOB, sublect to
restnctions mposed and dist buted as foilowsl

a. 0206 wilbe deposrled n a 'irunicipal Devetopfient Fund" to Iinance cosls as restricled by lhe Act

b 0 291, wil be deposiled in a 'Municpal Hedemption Fund'lo linance loans to mlrn cipalities subjecl to rcstl.lions imposed by
the Acl and

c. 0.1o'?o wil be deposited n a "l\,lunicipal lmprovement Fund'ro tinance capital improvement prolecrs. These lunds wi| be
disl buted basedon legistalron lrom lhe Commonweallh,s Legistaiure.

Sales and Usage laxes Beceivable represents,rled sales and usage laxes relurns lhat we.e collecled subsequent to June 30, 2011,
bll perlainng to lhe currenl year period.

CONSTFUCTIOII EXCISE TAXES

llunicipalily imposes and collects muncipal conslruction excise laxes to mo$ nalural and tegal persons afld any governmenlal
nslrumenlallty lhal carry oul acliviles related lo conslructon, expanson, malor reparc, relocatrons, alierations and,,r-,fa, rypaa oipermanent improvements lo lesidenllal, commercial and indusl al burldrngs, and any stmctures within lhe territolat area of lhe
Lrunicipality. The lax is arso applicabre to rn,rastruclurc projecls, lhe insl;rh on of;achrnery, equipmenl cabr6 TV, commercar
anlennas and lirtures. and other types ol coistruclion-retated activities.

The const rciion excise lax genelally rs a self-assessed iax imposed over the cost ol lhe prclect. netol certain exempttons such as lhe
cosls assocaled wilh lhe acqlislon ol land, exGlrng buildings and imp.ovemenls, proled d;sign and olher engrneerng ,ees, lcenses
and permils. consulling and egal lees. Ths tax 6 pad by lhe taxpayer belore lhe beginnrng oithe construction proJeci The activrtres
cove6 by lhis Iaxand the exemplion ganted are as fo towsi

a. Breaking oistreels, rcads and/or sidewa k{inctldinq aspha[ _S20 O0 per occlrrence.

b. All residential conslruction projecls made by horneowners - 55.00 per each St.00O or fmctton in excess ol 510,000.
Residential conslruction projecls for rent - S 

j O 0O per each S 1 0OO and SS.0O per iracl on ol 51 .000.

c Allconsllucl6n plojeals calred oul by Non-for-Pro,t Organizalion have iuileremplron lo the constrlclion exclse lares. ll the
construcled projecls arc soldduing lhe lirsls-years the o grialorganrzalion woltd pay 49/o ot the totat construclion cosls.

d. Cable line (TV. telephone, elc.)- SO.j0 per tne ieet.

14.
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CoMMoNWETLTH oF PuERro Blco
[,lu rcrpALtTy oF LaREs, puEnTo Btco

NOIES TO IHE EASIC FITIANCIAL STATEMEI{TS
FoS IHE FISoAL YEAS EfloEOJUNE 30,2o1I

14. CONSTRUCI1oN EXCTSE TAXES (coifinurtion)

e. Fences and scaflolding - 53.00 per line meter up to 10 neler lor Iie li6l4 months. Each additional meter woutd pay 51.50.
For period exceedinq 4 monlhs would pay the same laxes.

15. INTENGOVERNMET{TALREVENUES

ll!:s:.]:,il:1r]l:-":1y:r- conesr primar ty ol tunds received trom rhe Commonwealli ot pueno Rico, 
.in 

tieu of tax" paymenls irom
Ine uuasrpuDlrc uolmralon, Pueno Hico Elect c Power Aulhoflly, and lederal linanclat assistance reieived lrom lederai g6vemment.

Granls and subsidies recelved hom the Commonweallh oi Puerlo Rico and lederalagencies include, amono olhers, a general subsidy
lo. urban developmenl and capilal improvemenls. lnlergovernmenlal revenues are a;counted lor through th; Generat Funa excefitoi
lhose drrectly relaled lo Lrrban developmenland capilal improvemenls, whrch are accounled lor lhrough lhe Speciat Bevenue and the
Cap al Project Funds. Federal Frnanciat Assistance s recorded rn the Special Revenue Fund.

16. PENSION PLAN

Descdplion ol the Plan

Employees ol lhe lvuniciparty parlicipale n lhe Employee's Beliremenl Syslem o, he Govemment ol puerto Rico and ils
lnslrumentallties IERS). Tle ERS ls cost_sharing multiple.employer deliied ben;f[ pension ptan sponsored by lhe Govemment lnder
lhe Acr No 447, approved on Nray 15, T951, as arnended. EFs covers alr regular employees ol ttie Government and its
nstrumentaliltes and olcertain mlnicipalities and componenls un[s nol coveredby thetlown relirem; syslems.

Parllcipal on is mandatory excepl lor members ot lho Legrsialure, Governmenl Secretaries, Head ol Agences and public
lnstrumentaiilies, Assislants to lhe Governor, the complroller ol the Pueno Hico, Gubematorial Board aid comrniltee apponlees and
Experimental Seryice Stalion employees. EBS provdes retirement, dealh and disability benelits. Dsabltity reriremeni'Oenefrts ire
available to members for occupalional and non-occupational disabrllies. Betirement b;nelils depend upo; age at relfemenl and
numbero,yeals oi c.edited seryice. Bene,ts vestallerlen years ol plan parltcipation.

I\,{embers who have atlained al leasl55 yeals oi age and have compleled at least 25 years ol creditable setuice or mernbeE who have
attalned al least 58 years ol age and have compleled at easl 10 years ol cred table seturce are enlrted lo an annual benetit, piyaote
monthly lor lile The amounl ol the annlity shall be I 5o/o ol lhe aveEge satary, as delined, multip[et by the number ol [e7rs oi
creditabe setuice up to 20 years, plus 296 of lhe ave€ge salary, as delined, mu tiplied by the flumber oi yeirs ol credilable s;ryice in
ercess ol20years. ln no case willtheannuty be tess than 5200 permonth.

Padiclpanls who have completed at least 30 years ot credtable setuice are enttlled to.eceive the i,lert Annutty. pa.ticlpanls who have
nol allained 55 yea6 oi age wi l receive up to a maximurn ol 65?0 of Ihe averaqe satary, as deiined. o. lhey iiave attain"O ss y""i. or
age wil receive up to a maxmum 0175d.r; ol the average salary, as delined. Disabilrty retirement benelits are avallable to mem;ers for
occupational drsabilrty up lo a maxrmum benelil oi 50oro ol the average salary, as delined. However, Ior non-occupalonat atJtity, irerber rusl Fave al leasl l0 /earS O'cred,lable Servces.

The conlribution requ@fients ior bolh employeesand employers are established by taw and are not actuaia y delemined_ Employees
ale rcqu r€d lo conliblle 5.775"'" for Ihe,.sl S55O o, monlhly salary plus I275o?o ior the excess oi this amo;nt o. on the a[em;we,
8 275"6 ol lhef monlhly gross salary T]re Municrpal y is requrred by Act No. 447 i0 cont bLrle 9 27506 ol ts enrploy"". q,0,, i;lin;..
Acl No. I ol 1990 made cenain arnendments appiicable-lo-new parlicipanls jointng the EHS eflective Apart l, j990. These changes
consist prncpallyol lhe eslabltshmenl ot contbulions at 8.275"1, of lhetr monthly g;ss salary, an rncrease in the retirement age lo;5,
a decrease m lhe annlily benelit lo 1.59i ot lhe average saary. as de,ined. ,oiau years;l credrtabte seryrces, a decreasi in the
maximum disabilty, and dealh benelils annultes kom 50"6 lo 4096 ol average salary, as deltned, and lhe elimlnation ol the l\,,lerit
Annlily for partic pants \!ho have compteted 30 years otcred able services.
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Co lioNwEALrHoF PuEF.ro REo
l\,luMcrPALtw oF LARES, puEfiTo Rtco

NOTESToTflE BAsIc FI ANCIAL STATEMEI]TS
FOA ftE FISCAL YEAF E{OEOJUNE 3O,2OII

16. PENSI0N PLAN (conlinuation)

Law Number 305 was enacted on Septembel 24, I 999. amended lhe Act N Lrmber 447 ,or the pupose ol eslabtrshing a new progam
lsysrem 2000) system 2oo0 became errecrive on January 1.2000. Emprovees oantipailif,i the curenr sysrem (EFS) as or
December 31 . 1 999, rnay elecl eiiher to slay n lhe dellned-benel plan oI rranti"r ro in" new p,o!,"r. pelsons 

loinrng lhe gove;nmenl
o. or afier January 1. 2000. ,ir[ or,y oe arbwed ro oecore membeB ot Syslen 2000.

system 2000 is a hyb d delined conlibliion plan. also known as a cash batance ptan. Under lhis new plan there wdt be a pool olpensron.assels. whichlrrlbe invesled by the Syslem,logelher w(h those ol he cu.renl deined-benelil pb;. Beneflra"r 
"r,"rJni 

aq;
wrll not be guaranteed by Ile Govemment T}e annuily wrli be based on a iomlla whrch assumes itrat eactr year ttre emptoyeet
conlnbullon (wilh a minimum ol 8.275"6 up lo a marmum ol I0%) o, lherr monlhly salary, and w1[ be invesled in ;n account whic'rr wrll
e ll'er l?r ean a 'ixeo 'ale baseo Or the 'wo.year Consla^l tl,lalu1ry freasury NOIe or, lb) earl a rate equattO /5oo ol lne reLm Ol the
Svslem-s hveslmenl podolro lnel ol managernenl fees), or (c) eafi a combnation ol both aternalives. parllcrpants receive penodic
account stalements snilal lo lhose ot defined conlrrbution plans showng lher accrued balances. Oisability pensions are not betn!
granled unde. system 2000. The ernployels' contrrbutions (9.27506 ol rhe e;pbyees' sarary) wlli be used lo lund rhecurrent pian.

ll at ltme ol relirement accunruialed benelih aftounl to S]0.0OO or tess may eect lo receive a lu.np sum distribution up to the
accumu aled benef s Under ihe new program lhe retirement age is reduced ,rom 65 lo 60 ,or lhose employees who jotned the curreni
plan on or aiter April 1, 1990.

Funding Polby

The althorily uider which ihe funding policy and lhe oblgalons Io cont bLrle lo lhe EnS and System 2O0O by the ptans,members,
emproyels and other contributing enlties (stare or mur cpa r conuburrcns l, are esrabrrshed or may be amended bi law

Contribulon requ remenls are estabiished by awand are as lollows:

L,lunicipallty
Enployees:

Hired on or belore March 31. 1990

Hired on or ailer April j, 1990

Annual Conlribution

Tolal er,rployee conlibullons to lhe above.mentioned plans durng lhe yea,
approxinately 5983.575. Tle Municipatty's conllbulions during lhose years
are recognized as Iolal penston e)(pend iures/expenses in the calegory ol
admrnistralion as follow:

These amounls represenled the 1000i, o, the required contrbuton lor the
cofiesponding year. Additonatly, changes made n he tyges and amounts ol
benefils offered by specEl aws and cosls ol tiving adlustments, ted to a one-
trme recommended conlflbulion to iund the retroaclive adjuslmenl relaled lo the changes.

The Employee s Belrlemenl Syslem ol the Governmenl ol Puedo Bico p.ovtdes addtlionai rntornratDn o{ the ERS and System 2OOO.
They issue a plblicly avarlable financial repon that rncildes irnanc al statemenls and requred supptementary information,;r EBS, as a
compon€ni^Lrnrl oJlhe Govelimenl. Thal repon rnay be obta ned by wfitrng to the Admmrslratron at Po Box 42003, i,linilas slation, san
Juan. PB 00940'2003

9.275"6 o, gross salary

5.775"1ol gross satary up to 56,600
8.275"'"o, gross salary over 56,600
8.275",0 ol gross salary

erded.lLne 30.2011 2009 a1d 2008 a.loJnled to

FISCAL YEAR LAWIIO,447 SYSTE'Z](I)

nl1 S 1S412 S 169.47

2010 1$.765 161896

2009 2132U 163.366
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CoMxoNwEA|-It oF PuEFro Rrco
ll,lurlrcrpALtTy oF LAHES, puERTo Rtco

NOTES To THE BAsIc FI ANCIAI. STATEMENTS

FoFftE FISCAL YE^F E oEDJUNE 30,2011

17. co nNcENctEs

A" CUIMS ANO JUDE EMS

T'he [4unicipaiily is, at prcsenl, a delendanl in a ilmber ol legal maflers oalaflse lrom atleged hproper appJrcation ol poticies and
negligence m Ihe ord nary coulse ol lhe irunrcrpalfys acw rea The legatcourselof lhe [4un;paxty has advi;ed fral alihis sLi;,;
Ihe proceedrngs oi tawsurts he cannot oiler an opinion as to the probabl;outcome.

h addiuon, the [4unicipality is a delendant orco-delendanl in seve.al legal proceedinqs, which are in discovery stage. Certain ol lhese
cJaims are coveled by insumnce. Legal counsel wrlh the rnlormalion curently avath-ble cannot delemine the linal oulcome ot hese
clarms Acco.dingly, lhe financial stalernenls do not include adluslment, il any, that coltd rcsllt kom the resotution ot ttris tegai
proceeding. However, t has been lhe l\,lunrcipalrty's experieice that such aclions are selted tor amounts substanlially tess lhan iie
claimedamounls,

B, FEDERAL GBANIS

lnlhe nomalcoLr6e ol operalions, the luuniclpalily re.erves granls lrom various Federaland Slate aqencies. The grant programs
slbject lo.audil by agents ot the granting authonty, lhe plrpose o, which s Io ensure comptiance ;ih conditoni prececint to
grantrng ol lunds. Any liability lor reimbursement wh ch may arse as lhe resull ol these audits is nol believed lo be maleflal.

ale

18. COMMtTtitENTS

A. Consvuclion ena! lfiptuvement Commitneotg

The lll{rnrcipality had encLrmbranc€s al Juie 30, 2011 lor lhe conslruction, improvernents, or rcnovation ol severat m un cipat tacr tties rn
the loilowrng lunds:

B.

neporiad sithin Fund Batance cta$iication

s r24.sr6 Resr cEn b ]mpowmeit o, sreeb and sdewat(s
247 063 Besficbd to tmpro\€ment &d Coistlclion oi Facrliles

364059 FesnicEd b mprcr.menr ot ste3ts a.d sidetatks

ther Cofi,nilnentg

Al June 30, 201 1 ihe general lund had a del ol ot 55, 1 97,532 which ull be covered )vilh lutlre budgelary appropiatDns ol lhe gene€t
lLrnd.
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CoM oflwEllrH oF PuEFro Fco
- MUNTIPALITYoF LAFES. PUEBTo RIco

NOTES To'r€ BAsIc FINANCIAL S;ATEMEI{TS
FoF rlE Ftsc^! YEAF ENoEo JUNE 30.2Oll

- 19. NET ASSEIgFUIIO BALANCES BESTATEMENTS

A. lvetlsselsFerlrtefierrts

ouring the year, the Municipalily adjusled lhe govemmenlal nel assets for unrecognized revenues and expenses, and caprtal assets.
The lorrowinq schedure reconcires the June 30, 2010 Net Assers. as prevrousry refurted to Beginn ng Net r6sel; *;;il; ;il,
2010, lor Govemfieital Activilies.

I{EI ASSETS

N d Ass6, as Pr€v lojsly F€poted. AI June 30, 2!1O S 9, Sj.O4O

To Aq6l Ac.urn6 R{eivad€ l%,4$)
To AdjLEl Ac.dnE Payaflo (5@,ts1)

To Cfi€ct CagE Ass* 2&558

B€gnnin! N€t Ass6 as H€stat€d. AtJuty 1.2010 S 9.264.131

B. Fund Baladces Restatenenb

- The fo lowing reconcries lhe June 30, 201 0 Fund Balance, as previously reported to Beginiing FLrnd Balance, as reslaled, Juty 1 , 201 O
Ior the va ous lunds:

FUND BALANCESESTAIEO

Fund Barance (Defc ).asP'evous,Feponed. s t4 907054) s r.907 007

(,67 375 00)

(245 r0400)

s r.r9.r s23

Io ldjuslA.couiE Feerlab 6 i56o6j o0)

To&tuslkcounbPaFble 
I5OZ.O32 O!)

ReclasicaionolMaJorFund 24t.104 OO

Belghninq Fund &raice.asBe$ared.AJuyr.20r0 l !!!qo{3)

.50-

ORTIZ. RIVERA, RIVERA & CO,



PART II - REOUIRED SUPPLEMENTARY INFOHMATION

ORTIZ. RIVERA, RIVERA & CO.



COIIMOIIWEALTH OF PUERTO BICO

MUNICIPAUTY OF LARES, PUERTO RICO

REOUIFED SUPPLEMENTARY INFOF'{ANON

EUDGEIARY COI'PANISON SCHEOULE. GEIIENAL FUNO

FON TXE FISCAL YEAR EIiIDEDJUNE

Budo.lAnounrs
ung'nd Finat

(8udq.raryBasi!) yarianc.wi$
(Sc 1101.. r,2 ardI FinatBudo.t

BUDGETABY FU O EALA}ICE
AS BESTAIED, JUTY 1 , MI O

Vollme ol 8us ness Iaxes
lntergovenmenlat Revenues
Sales and Usage Taxes

Conslrucilon Exc6e Taxes

Tolal Besolrces (lnl ow,

Anounls Avalabi€ lor Appropnarcn

Chaees Io Apprcpnalions (outilow,

Mayor and Municpal L€llsralule

Human Sedces and We lare

CaplhlOuliays
TGns,erro olher Funds

Ioia Charq€s to Approonatons

EUDGETAfiY FUIiIO BAIAI{CE, JUIiIE 30, 201 1

s (5,2X.043) S {s.220,043) 3 15,220,043) I

2.368.965

1.r05.001

6 763.831

1.050.000

875.513

2r5 346

823.000

2 368 965

r 105 @1

6.763.831

r.050 000

875513
2r5346
823.000

LE77,704

811 823

6.301 691

689.033

540.241

136 976

(491.261)

(2S3.178)

(462.140)

(360.967)

lL335,2721
(78.370)

1208.964)

t3 mr.656 I]201656 r0 97! t04

7981613 7 981.613 5.751461 i2.230.152)

694.705
4,928,435

1 ?55 323

2.539.520

826.604
1.442,649

842.U7
438,000

30.000

57 400

i46,133

13.201.656

676.167

5114680
969.039

2.967.263

839.r.4€

1 237 338

683.1€
138.000

€ 000

79.890

148.983

582.395

4130.546

816194
2.79€.106

724.225

r.109 303
584.919

438.000

41791

51.348

262.4!6

93.172

984.134

t52.845

169.157

1t 4 923

128.035

98.229

209

28.542
(113 423)

ri1201656

s t5.220.0431 S 15.220.0431

See lhe accompanying notes lo Budgetary Compadsoo Schedule
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1.

COMI{ONWEALTH OF PIJESTO ACO
I.ll UNICIPAUTY OF LARES. PUENTO NICO

BUDGETARY COIIPABISON SCHEOULE . G EN€BAL FUND
NOTES TO FEOUIRED SUPPLEITIENTARY INFONMANO

FO8 I]IE FISCAL YEAS EI{OED JUIIE 30, 2011

Budgelary Repoding

ft6 Budgshry comp3ien schedur€ - Gene.ar Fuid 6 pres€nred as Relurcd suppr6menrary rntornra&n n acclrdance w h GA"SB Accounl,g
Slanda.ds Cod icaiofl Secrion 17OO, 7]lte Eudget and BuCgeEry Accgurrrg. Fo,mat and t€qa budgetary conrd s bas€d upo. malor c ass€s ol
erpendfurcs known as runclons The MuncFarirys na.srer to other Funds,udcrims exceeded $e budgerary anrounr by 5]r3..r?3 due ro
lranslels lo o$er lunds lor spe.Bl moie.ts Economres las reatrcd rn h6 other tumlrons du€ ro a decreaso r. estimated ,evenles Budgelary
Fund Barance was rostated at beghmg oi he year, to contomod GASB Nunber 5a Fund Ba ances.

Erplanalion ot Dirlerences Belween Budg€tary tnflow! and Oufitos. and cAAp nevenues and Erpenditures

Sou.corlnfl owi ol Ro3ourc€sr

Actual Amouits (Budgetary &s s) Ava rabls ror Apfropnalon,iom ft6
Budqelary Compason Scheduto

D fierenco Budge ocA^P:

Th€ Fund Ealance at the Beginning ot Yefi 6 a budqetary resoMcs bul s not a
Curenr-Y€ar Fevefue lc lnanciat repon ng pu,poses

Tolal Seveno€s as Eeponed on lhe Stat€nenlotcovernmentat Funds Rerenues
Expendilures and Cha.gos m Fund Batamo

Use{Outlrow! ol Resourcts:

Actual Amounrs (Budgelary Bns s) "Totat Cha4€s to &prclr al on, ,rom rhs
BudqolaryConp snScheduro

Dlfierence - Budget to GMP:

Encumb.ances lor sLrppties a.d equpmenr o.derci blt nol received ale reponod
n rh€ y€ar lhe oder s placed,or budgetary reporting purposes

Paym€nls o, encumbraftos ol pnor year that al6 €rpend(L,res tor ,inanciat rcport ng
puPosesbul aro nol outirows lor budlehry pu4oses

TfansleG lo olher lunds are oudtows o, budgebry resources bul ar€ nol
expen dirures ,or I nancLal€portnq puoo*s

Tolai Expend lures as Beponed o^ he slalemenl ot Govemmental Fuods Bovenues
Expendrurcs and Chanqes n Fund Ealanc€

Elplrnalron olol,rel€re! BeiNeen Eudgetary Fund 8ar.n6! and cAAp Fund B.ranc!

Eudgelary Fund Batan@ ioetrci). June30 2011

Chanqe n Encuoba.css

Fund Balance lDelc[], Juie 30,2011

4 220 c,13

i r0 971 504

s 5751 161

s 11.545.233

080 261)

r82.868

i262.406)

s 1T.285.434

S i5193.172)
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Co irolwEAll}l oF Pu€FTo flrco
IIIUiIICIPALITY OF LA8ES, PUERTo RIco

SCHEOULE OF E)(PENOTTUE€S OF FEDEHALAWAHOS

Fo8 THE FECAL YEAF EIDED JUNE 30.2011

FEDEFAL GF,aNToR/ P$s-TrFclroH
GFANToB i PRoGBAM on CLUSIERTlIrE

CFDA

LJ S. Depadm€nl ol Ho]Js ng and l.lttan Develoomenll

0,r€ctPrograms:

Se(r or 8 HoLs ng Choce Vo"Ll'es.

Pass.Through SIare - Ollrce olrhe
Cornmissioner ol Mur opa Aljarls:

Srare Blocl' G alr P ogram rSBGol. ...

Anf,I - Srare Block6'a{ P'oEam (SBGPT

ARnA- Home essness Prevffton and Bapld ReHousinq
Proq aa

-orallJ S Deoanrelor I'ors.qa.d U ba- Deveroo-enr

U. S Depadme.l ol Energy:

A88A- Eneqy Eflic ency and Conservalio'r Block Glail .. ...

LJ S. Depadnenl o, Transpo&r on:

Pass.Tlrough Puelo Bico Tlall c Salely Comn sslon

Slal6 dnd Cor.nur! Hg$av Sd,ery

US Federal Irans I Adririnislralon

Feoeral T.ars r /rdE,n.,r,arol

AFRA - Federal_ ansrlAor r.srranon

Toraltr S Fede6 T ar Aomrn slra[on.. ..

PassThrouqh Pledo FrcoStale Emerlency Manaqemenl Aqency:

Fo-ed_d Seci ry G,3'r P,og ar

Pass Thrcuqh Pueno Rico Depanmeni ol Justrce:

ARRA- Edlvad Byrne MemorialJlnice Ass $ance Granr Progranr
qecove'yAdF.1oed

TOTAL EXPENDTTUBES OF FEDERAL AWA80S.,,,.,,,,..

i.1871 s 233.261

81 128

20 600 r0-708

14.228

14 253

14257

1.674.238

245.000

138,460

13 660

I267

t7Jtl

20 500

20.507

97 067

t6 803

89 i86

siqE!!
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CoMloftlYElLrH oF PuEBro Frco

MuxrcrPA[lly 0F LaREs, PUERTo Rtco

NOTES To SCHEDULE oF EXPE omjnEs oF FEDEf,AL AwARDs

FoR THE FrscAt YEIF EN0E0 JUNE 3l)' 2011

1. BASIS OF PRESENTATION

The accompanying Schedule o, Expendrtures ol Federal Awads (he Schedule) Inctudes the federal g.ant acluilies ol the
Municipality o, Lares, Puedo Bico (Municipalily). lhe niormatton in th s Schedule 6 presenled in accodance $/ith the
requrrements oloiiice ol lUanagemenl and Budget (oMB) Cucular A-133. /ldits o/ Slates, Local Govemments, and Non-
Ptolil 1eanjzatans Eecause lhe Schedue presenls only a selected porllon ol lhe operations ot iiunicipality, il 6 nol
nlended lo and does not presenl the linanc al posrton, or change in net assels ol the Municipality.

Therefore, some amounls presented in thrs Schedule may diller from amounls prcsenled rn, or used in lhe preparatlon ol,
the basic financia stalements. The Municipality reponiig eitity is delined n Nole (1) (A) to the basic Ilnancial statements_
All lederal linancialawards r€ceived direally lrcm lederal agency as wellas lederal linancal awards passed-through other
govemmenl agences are incuded on the Schedule.

2. SUIiIMABY OF SIGNIFICANT ACCOUNllNG POLICIES

A. Expendilures reponed on lhe Schedule are repofled on the riodilied accrual basis ol accolntmg. Such expenditures
are recognized lollowing Ihe cosl princDles conlained in 0i/8 Cicolat A-87, Casl Pfinctptes tot State and Local
Goventuenl, wherch cetlah types ol experdiures arc not allowable or are limited as Io reimbuBement.

B. Negalive amounts, il any, shown on lhe Schedule represent adjustmeats or credils made n lhe normal course ol
busrness lo amounts repoled as expendtL'es rn plor years.

C. Passlhrcugh entity denllying iunrbers are presented where avarlable.

3. FEDERAL CFOA NUMBER

The CFDA numbers includ€d rn this Schedule aie detem ied based on the program name revLew ol lrant contract
informalron and lhe 0t ice ol fi,lanagement and Budgets Cala]ogue ol Federaloomeslic Assrslance.

4. NELANONSHIP TO FEDERAL FINANCIAL FEPOBTS

Expeidilures ol federal awards are reporled in the llrunicipalitys Slalemenl ol Revenues, Expenditures and Changes in

Fund Ealaices- Govefifienlal Fund as lollows: SBGP - S1,919.238 and other Govemmenlal Funds S1.441.370-
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INDEPENOENT AUOITORS' REPOBT ON INTERNAL CONTFOL OVER
FINANCIAL REPORTING ANO ON COMPLIANCE AND OTHER I'/IATTEBS

EASEO ON AN AUOIT OF FINANCIAL STATEMENTS PERFORMED IN ACCOFDANCE WITH GOVERNMENT
AUDITING STANOARDS

'57

To the Honorable [ilayor and
lrunicipalLegislaturc
[.,lunicipalily ol Lares
Lares. Puerto Bico

We have audited the linancial slatements ol the governmental activities, each maior fund and the aggregate
remaining tund infomation of the lvunicipalily ol Lares, as ol and lor lhe year ended Ju.e 30,2011, which
collectively comprise the iiunicipality's baslc linancial stalements and have issued our report thereon dated
FebrLrary 21, 2012. We conducted our audil in accordance with auditing standards generclly accepted in the United
States ol Amedca and the standards applicable to linaocial audits contalned n Govennent Auditing Standatds,
issued by the Comptroller General ol the United States.

ntemal Conirol over Financial Reoodino

It4anagement ofthe ltlunicipality is responsible for establishing and maintaining eflective lnte mal control over linancial
repoding. ln planning and performing our audit, we considered ltlunicipality ol Lares's inlernal control over iinancial
reporting as a basis for designing our auditing procedures lor the pueose oi expressing our opinion on lhe linaflcial
statemenls, but not for the puQose ol expressing an opinion on the ellectiveness Ol the irunicipality's intemalconlrol
over llnancialreporling. Accordingly, we do not express an opinion on the ef{ecliveness o, the l\,,lunicipality s internal
co0trol over linancial reporting.

A deliciency in intenal cortrol exists when lhe design or operation o, a control does not allow management or
employees, in lhe normal course oi pedoming lheir assigned iunctions, to prevent, or detect and correct
m isstatements on a limely basis. A maleial weakness is a deiiciency, or corn bination ol deficiencies, in internal
conlrol, such thal there is a reasonable possrbility that a maleial misstatement ol the enlity s financial statements will
not be prevented, or detecled and coffected on a limely basis.

Our consideralior'r of nlemal conlrol over financial reponing was lor lhe limited pupose descnbed n the first
paragraph ol this section and was not designed lo idenlily all deliciencies i0 nternal control over linancial repoding
that might be deficiencies, signiticant deficiencies or matenal weaknesses. We did nol identify any deliciencies in
internal conlrol ove r financial repo nq that we considerto be material lreaknesses, as defined above.

Comoliance alld other lvatlers

As part ol obtatning reasonable assurance about whelher lhe [,4unicipality ofLaress financial statements are lree of
material misstatemenl, we perlorrned tesls ol iis compliance with certarn provisions o, laws. regulations, contracts



and grant agreements, noncomplia0ce wilh which could have a drrect and matenal eflecl on lhe determination of
linancial statement amounts. However, providing an opinion on compriance with those provisions was nor an
objective of our audit, and accodingry, we do not express such an opinioo. The resurts oi our resr discrosed no
inslances of noncompliance or olher maflers that are required to be repotud un det Govennen! Audtrng srandatds.

This repo( is intended solery for the information and use ol management, commissioner oflice of l/uflicipar Atfairs
olhers wirhrn the enhty and rhe lederar awardrng agencies and p;ss,rhrough entities and is nor rnleoded to be and
should not be used by anyone other than these slecrfied parlies

San Juan. Puerlo Rico
F ebruary 21 , 2012

The slamp E18910 was
Io lhe orErnalol lhrs

Q4'r4,*,e,,^ "'C
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INDEPEI.IDENT AUDITOBS' REPORT ON COMPLIANCE WII}I REOUIREMENTS
THAT COULD HAVE A DIBECT AND MATEBIAL EFFECT ON EACH MAJOR PBOGBAM ANO

ON INTERNAL CONTROL OVEB COMPLIANCE IN ACCORDANCE WITH OMB CIHCULAR A-133

To the Honorable l\.rlayor

and [4unicipal Legislature
lVunicipality ol Lares
Lares, Puedo Flico

Comoliance

We have audited [,lunicipality ol Laress compliance wilh lhe types olcompliance requrrements described in the O,1.rB

Cicular A-133 Compliance Suppiemert thal could have a dkect and mateial etfect on each l\y'untcipatity of Laress
major federal programs lor the year ended June 30, 2011. ft,lunicipalily ol Lares's major lederal programs are
ldentified in lhe summary ol auditols results section ol the accompanying sahedule oi findings and questioned costs.
Compliance wilh the requirements of laws, regulations, contracts and grants applicable lo each of its major lederal
programs is lhe responsibilily of i,4unicipaliiy ol Lares's management. our responsbility is to express an op,nion on
Llunicipaiity oi Lares's compliance based on our audit-

We coflducled our audit olcompliance in accordance with auditing standards generally accepted in lhe Uniled States
ol Ame ca: the standards applicable to tinancial audits contained i0 Goyemment Auditing Standatds, issuetl by the
Comptroller Generalol lhe United Stales: and olVB Circular A-133. /4udits o/ States, L@alGovennents, and Non-
Prclit Oganizalians. Those standards and 0l\,18 Circular A-133 require that we plan and perform the audit to obtajn
reasonable assurance about whelher noncompliance with lhe types ol compliance requirements reierred to above
that could have a direcl and material eifect on a maior federal program occu.red. An audit includes examinjng, on a
test basis, evidence about [4unicipality ol Lares's compliance with those requirements and perfoming such olher
procedures as r,!e considered necessary n the circumstances. We believe that our audil provides a reasonable
basis lor our opinion. Our audil does nol provide a legal deterrnination on |,4lnicipality of Lares's compllance wilh
lhose req!iremenls.

ln our opinion, the Municipality of Lares s, complied ln all material respects, wllh the requirements relefied to above
lhat co!ld have a drrect and materialeffect on each of its maior federalprograms lor lhe year ended June 30,2011.

lntemal Control over Comoliance

Manageme.t oi l\rlunicipalily of Larcs is responsrble ior eslablishing and mainlaining etfective internal cont.ol over
compliance wrth the requirements o, laws, regulations, conkacts and granls applicable to ledeal programs. ln
planning and perfoming our audil, we consldered l\,4unicipality ol Lares's internal conlrol over cornpliance with the
requirements lhat could have a direct and material effeci on a major federal progrcm to determine the auditing
procedures lor the purpose of expressi0g our opinion on compliance and lo test and report on internal conirol over
compliance n accordaoce with Oi,4B Circular A-133, but nol for lhe pupose of expressing an opinion on lhe
eilecliveness ol intemal conlrol over compliance. Accordingly, we do not express an opinion on lhe eliectiveness ol
the l\4unicipalily's lnlemal conlrol over compliance.



A deliciency in inlenal conlrcl over conpliance exists whe0 the design or operation ol a conlrol over compliance
does nol allow management or employees, in the normalcourse of pertorming their assigned functions. to prevenl. or
detect and conecl, noncompliance with a type of compliance requirement of a {ederal program on a timely basis. A
malenal weakness in intemal conlrol over compliance is a defictency, or combination ol deficiencies. m intemal
controt over compliance, such that lhere ls a reasonable possibility that matenal noncompliance with a type of
compliance requirement ofa federalprogram u.lillnoi be prevented, or detected and conected. on a timety basis

our considection of rntemal controi over compliance was lor lhe limled purpose descnbed in lhe firsl paragraph ol
this section and was 0ol designed to idenlrfy all deliciencies in inlemal conlrol over compliance that mqht be
deliciencres. srgnili.anl deticiencies, or material weaknesses. We dld not ldentify any deficiencies in inlemalcontrol
over compliarce that we consider to be /naleral weak esses, as defi ned above.

This report is inlended solely for the inlormation and use of management, Commissioner ofllce of l\,lunicipal Aflairc.
others wilhin the entity and the lederal awarding ageocies aod pass-lhrough enlilies and is not inlended to be and
should not be used by anyone olherthan these specilied paftes.

San Juan. Puerto Rico

F ebuary 21 , 2012

The slamp ElSgi l was

to ihe origmalof ihis re

/,* 4,,- iC
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COMMONWEALIH OF PUERTO RICO
|IIUNICIPALITY OF LARES

SCHEDULE 0F FTNo|NGS At{D 0UESTTONED COSTS (CoNIINUED}
FOB IIIE FISCAL YEAB ENDED JUNE 30.201,I

1. SUMIIIARY OF AUOIT RESULTS

Fioancial Slatements

Type ol auditor's rcport issuedl

lnternal control over linancial reporting:

lraleial weakness (es) identilied?

Signif icant deliciency (ies) identi,ied?

Noncompliance material to iinancial statements noted?

Federal Awards

lnternal control over major programs:

Irlateial weakness (es) identified?

Unqua ified opin on

X Yes No

X Yes No

Yes X No

Yes X No

Sig0if icant deiiciency (ies) ideotrlied?

Type ol audito/s repod issued on compliance ior major programsi

Unqualllied

Any audit findings disclosed that are rcqurred Io be repoded in
accordance with section 510 (a)ol Ol\,lB CircularA-133?

Yes X No

ldenlification ol major programs:

CFDA Numbers Name of federal proqrams or Cluster

Yes X No

14.228

14 253
2A 547

State Block Grant Progrcm
State Block Grant Program (ARRA)

Federal Tan sit Adm inistration (AF RA)

Dollar Ihreshold used to distinguish between type A and Type B programs: $300,m0

Audited quallfied as low.isk auditee? yes X No
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COMMONWEALTH OF PUERTO RICO

MUt'IICIPALITY OF LARES
SCHEOULE OF FINDINGS ANO OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAB ENDED JUNE 30,2011

- II, FINANCIAL STATEMENTS FINDINGS

. 11-A: GeneralFund Deficit

Condition

As olJune 31,2011, lhe l\,lunicipality closed wilh an accumulaled delicit ol 55,796,379 seven conseculive
- year thal The L4unicipality closed ils opealions rcporting a delicit.

Citeia

Arlicle 7.011(a) ol Autonomous [runicipal Act (Law 81 of Algust 30, 1991), as amended, establishes lhal
municipalilies with de,icits at lher closing dates musl provide for suflicient resources duing the next liscal
year penod in order to cover such deticit.

Section 3 ol the Hevised Regulatioo over Basic Standards lor ft,,lunicipalities o, Puerto Rico (The

Fegulalion) states that special care musi be provided ior the estimalio0 ol future revenues rn order lo
avoid budget appropdations in excess ol available resources.

Cause

The delicit ls caused by the overestimalion of budgeted revenues and by lhe incufience ol obiigations
without lhe proper co0sideration ol cuiient and luture available resources. The mayor and the Finance

Djrectordid not follow adequate budgeting procedures.

Hecommendalion

The continuing deficit reporled by lhe Municipality ol Lares may harm the basic governmental sewices
provided to its citizens. We strongly recommend lhat the necessary measures are laken in order to slop
this trend. The lrunicipality musl work on increasing actual revenues and/or substantially reducing

expendilures.

. 1l'Bi Estimated Revenue Shortfall

Condition

As of June 30, 2011, the fi4unicipality did not meet certain proiected revenues by sigoilicant amounts.

causing an increase in ils General Fund deficit (see Finding 11-A). The iollowing deficiencies vvere noted

based on ourcomparison of budgeled revenues versus finaloperaling results:

. For construclion excise taxes. lhe [,rlunicipality failed lo meet its erpeclations by $335,272 a 38%

budget shortlall.

ORTIZ, RIVERA. RIVERA & CO,
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For l\,iiscellaneous revenues, the l\,,lunicipatity lailed to meet its expectations by $209,964 a 25%
budgei shortlall.

For sales and usage taxes, the Municipatity faited to meet its expectations by 360,967, a 9"./"
budget shoflall.

For volume ol business taxes, the lvunlcipality lailed to meet its erpectations by 293,178. a 2fio
budget shortlall.

. For property taxes, the Municipality laited to meet its expectations by 5491,261. a 210/0 budgel
shortfall

Crileria

Section 3 of the Revlsed Regulation over Basic Standards lor [4unicipalities ol puedo Bico (The Begulation)
states that special care must be provided lor the estimalion ol future revenues in order to avoid budget
approprialions in o(cess of available rcsources.

Cause

The mayor and lhe Finance Director did not lolow adequate budgeting procedures lor establishing
reasonable estimates.

Becommendation

The [,,lunicipality should rev]se and amend the budget as current information related to collections ol
budgeted revenues became avaiiable.

FEDERAL AWARDS FINDINGS AND OUESNONED COSTS

None
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COMMONWEALII{ OF PUERTO RICO

MUNICIPALITY OF LARES
SCHEDULE OF STAIUS OF PRIOR YEAR

AUDIT FINOINGS AND OUESIIONED COST
FOR ITIE FISCAL YEAR ENOED JUNE 30. 201,I

Dudng the cu(ent examination. lollow up was gven to the findings informed to the i/unicipality in pdor yearc. ltwas

- noled lhal co.rective aclion has been taken. except lor certain condrtions t,ral slill exist and requi.e lurther action.

These are incllded ln the accompanying Schedule ol Pdor Year Audits Findings and Questioned Cosls.
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Proqram

State Block Grant
Program CFoA No.

14.228

COMMONWEALTH OF PUEFTO BICO
IUUNICIPALITY OF LARES

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS ANO OUESTIONED COST(CONTINUEO)

FOR THE FISCAL YEAR ENOED JUNE 30, 201'

Condilion lG01

The Municipality' inlemai conlrol over compliance with the cash
management requi.emenls ol lhe lederal progtam is not etfective
since il ls not mlnimizing the time elapsed between the receipt
and final disbursements ot funds.

Status

CondiUon was

corrected.
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