
OFICINA DEL COMISIONADO DE ASUNTOS MUNICIPALES
AREA DE AsEsoRAMrENTo, REGLAMENTAct6N E tNTERVENct6N FtscAL

AREA DE ARcHtvo DtGtrAL

MUNICIPIO DE LARES
AUDITORiA 2011-2012

30 DE JUNIO DE 2012



.g,
^i=

l! '::J

i

COillNION}YEALTH OF PUERTO RICO
NIUNICIPALITY OF LARES

BASIC FlNANCIAL STATENIENTS
FOR THE FISCAL YE.\R ENDED

.luNo f,o. 2012

'.i-

it'-t
,.o

L

.\

ORTIZ. RIVERA, RIVERA & CO.
CERTIFIED PTBLIC ACCOf XIA!ITS' \ALIJE ADDED SERVICES

snne 152 PO Box 70250. San luu. PR.00916 7250'Phore (787) 75GE5l1 Fd (7E7) 2?+0562 ur'



- Co}IIIONTVEALTH oT PLERTo RIC0
trIUNICIP.rLIIY oF L.\REs
Basic Financial Stalements

ForThe Fiscal Year Ended June 10. l0l2

TABLE OF CONTENTS

Prses

PART I - ['INANCIAI- SECTION

- Independent Auditors' Repon.. l-2

illanagement's Discussion and Analysis........-. .. 3-16

Blsic Financial Statements:

- Govemment - wide FinancialSlatements:

Statement of Net Assets,......-....-...........-.......... 17-18

- Statement of Activities...--....-... 19

- Reconciliation of the Covemmental Funds Balance Shect to
Smtement of Ne! Asscls ............ 2l

- Stitement ol Relenues, Exp€nditures, and Changes in Fund 8a1ances................ 12

Rcconciliation of thc Sliltement of Revenues, Expenditures. and Changes

_ in Fund Balance ofcovernmenlrl Fund\ lo lhe Statemenl ofAciivitie\ )3

Notcs to Basic Finxncial Slalerncnls-................. 2-l-66

. PART II . REQUIRED SUPPI-ETIENT.\RY INFORi\IATIoN

Fund Financial Statements - Govemmental FLrnds

Brlance Sheet ..-.......... 20

Budgctary Comparison Schedul(' Ccnerrl Furd. ...... ... 68

ORTIZ. RIVERA. RIVERA & CO,

Suire I5l. PO Bo\ 70150. sm .rud. P.R 009.167?5n . Phone (7871 75G8511. Fd lrET) 174 0561



Co\tuo\$'E,'\t_TtI of pl aRTo Rl(.o
Ilt \I( tp.rLtrY oF l..rRFs
lln5ic Iirlnncia] Slal€nrcnrs

tr(x I hc tjiJcnl Ycar trided Junc i0. l0 tl

t..llrLE oF CONTE\TS (C()\Tt:{l ED)

Paees

PART III - SINGLE AUDIT SECTION

- Schcdule of L\pcndirures of Federal A\\ards r_0

lndependcnl Auditors' Reporl on InlcmalConlrol over Financial Repo(ing and
on Compliance and Other Maners U:rscd and on Audil ofFinanc;al
StatcmeDts Perlbrmed in Accordance \\ith Go\emmcnl ALrdilinu Slandaftl\

Independent Auditors Rcport on ( ompliance with Requiremenls that Could
ave a Direct and Material Ellect on F_ach Major program and on lnternal

Control over Complia[ce in Accord.nce \\ ith OMB Circular A- 133_................

Noles 1o Schedule o f l-lxpend itures ol[cderal Anards

Scl'rdulr: iJf I indin8s and Quc.rroned t o.r. . .

Schcdule ofSulus ofPrior Year,\udil I,indinrs and euesliolred Cosls

7t

72 73

14-75

16-78

79-80

ORTIZ. RIVERA. RIVERA & CO,
CIRTIIIED ILBLIC \(COI\I{\TS.

Suit l5l. PO Bor 70150. So juan. PR 0irl6 71i0. Phoie l?8r) 756 E5ll. Fa\ r?8?)2710561



Ortiz, Rivera, Rivera & Co
ced fred Pub . A.courtaiis aid Sus,fess A0! sors

CP.\ O rndo Lu,\ Otuz(.brcm
(P{ \h@]1donio RtrmZ[i'g.

Ah.n.rn lnniu[.f Ccnifi .d

PEno Rno BomdolCenrfird

INI)EPT]IDf NT -,{UDITORS' REPORT

To lhe ,k)norable rvalor and
iUunicipal Legislature

Mlrnicipalitv of l.ares
l-ares. Pue(o Rico

we have audited the accompanting financiar statemenrs orthe go\emmenrar aclivilies. each nlajor t,nd
and the aggregale .emaining firnd inr'ormalion of rhe Municiparitv of Lares. as of and for rhe lear ended
Jlrne 10.:01:. rvhich collecrivcl! comprisc rhe Municipaliq's basic financial staremenrs, as l;sreJ rn rhe
lable of conrents. 'lhese lirancial sralemenrs arc lhe responsibility ofrhe ir4unicipalil-}rs managenrent.
Our responsibilig- is lo e\press opinions on these financial statements based nn our at <lit.

we conducted our rudit in accordance 
'uilh 

auditing srandards ge',era]ry accepted in rhe unired stares of
America and the standards appricabre to iinancial audits contained in Gore;me,t --ru(titiDg stundun^.
issued by the complroller cenerar ofthe united slates of America. Thos€ standards require that we pran
and pertbrm the audit Io obtain rcasonable assurance about [helher rhe financial statements are f'ree of
material misslatement. An audit includes examining. on a test basis. cvidencc supponing the amounts
and disclosures in lhe rlnancial slatemenls- An audil also includes assessing the accounting principles
Lrscd and significanl estimales made b, managcment. as \rell as evaluating thJoverall financial statem€nt
presentalion. We helieve that our audit provides a reasonable basis fbr ouiopinions.

In our opinion. the llnancial statemeDls rer-erred lo pre\;ousry preselt tairry. in aI maleriar respects, the
respective linancial posilion of the govemmentar acrivities or-each maior rind and rhe aggregale
remairring l'und inlbrnation of rhe Municipalir' ol- l-ares as or-June 10. 20 t). and rhe respecriveihan-ecs
in linancial posilion rhereof lbr rhc fiscar \car rhen ended in conformit\ *irh accounring principies
gcncrall,r rcccpreLJ rn rhc l,niteJ :larcs t,t'ArIcricr.

In accordance \\ilh (;orcrntrtnt _ltkliti,t< .lt ttktr.h. lre ha\e also issued our repon dated
I)ecembcr ll, l{)ll. on oLrr coDsidcraril)n ol rhc Municipalir\'s inteoral control or'cr financial reponing
and our resrs of ils cornpriance 

''i1h cenain provisi(rrs ol ra*s, reguratioDs. contracrs. and grants
itgreemrnts nnd othor marers. lhe purposc ofthot rcpo( is to dcscribe the scope ofour tesring oi
iDrcrnal conlrol o\er linarrcial rcponinq and ctrrnpliancc and the rcsults ofthal lesling. and n(x t., pr,rii,l"
an opinion .n inrcrnal crnrtrol o'cr tlnancial rcportin{ or on compliance. I hat rcpon is a,, inlcgral parl ol'
an audit pcrlirnred in nccordancc \\ith (;o\.t nrc t .ltklitiN .\k kkr^ and ihoutd bc considered in
assc5sanq the results ofour audil.

Accounting principles gcnerallv acccptcd in lhc t.rnircd slares of America rcquirc tllat rhc *nrNc k tt't
li.\(ussio, dttl u,dvsis anl hudgttun anpuriyn schatlutc on pagcs I lr) i6 and 6li. rcspecrircll. be
prescnled to supplemcol the basic Iirrncial rtatcmcnrs. Such inlilrmatin,r. although not a pan ofthc Lasic
llnancial rratcments. is requircd b) rhe (;()tlrnrncnral Accounring srarrdarrls Boa-nl *ho considcrs il lo hc

Suk lrl. POBo\i0l5a.San Jtm.PR.011916 7l:0.Pirorc118ir156.Ni:1.11\ri$?r :1lrl56l



:rn e\i('tllial p.rn (,f tin ncirl rcpiJrrrng rhr plicinr rhe ha,iu ,ln:rn(rrl \lalcmcnts rI xn irpprL,priale,)p.rrrionrl. ccunornic. or hitluriral cLrnte\t. We irrrrc appticd **i" fi,rii.J p-.",turc\ l,) lhcrcquircd supplcrnenlarJ- inlbnnarion in accord3 ce \\ilh ,,rl,,;rS.ir".j"rJ. g."rc'nrlly accepted intheLrniled Slales of America. r\hich consisred of inquiries nl.maragemlnt ,rt n,,r rti. i,"iioa. ui p."pori,,g rt.
in l'ormal ion and comparing r he i n tbrmarion ri,r c,rns i,t"nr5 ,, i, i ,,r,;"-*._:" l, ;.;;onses ro our inq uirics,thc basic llnancial surements. and other [not\ ledre \r(, i;brajnrd .frr;e ,,r. 

",,iii:ri 
thc basic linancia]{alem,cnls. We do.not rr.press:rn r)pinior or provide 

"n, "aarrrn""_n, 
rhe infunnarion bccausc lhellrnrreo firoc(uur(-s do nut proriJ€ us $ith sulllcienl evidence to express in opinil)n or pror.ide any

orr rudir uas crrrrrlucred r'or.the nurpose of tornring opinions on rrre linanciar statemenls rhal co,ccti\ervconrpr,\c rhc \4unrcrprtrrr (,1 Lrrc\,tlnan(ial 5ri emcnt\. lhe \.r..,/x/t,,,t t\t,, iitutt\ |h\\t, ,^t,tt,i.
1ts rcauied h! (Uirc qf.\tunugauelt un.l B .tger drcnltr.l_tJJ. trdi,r,i i,,i"r L*.t Cotent,Ellt.( .\t, -Prolit Orgoni:dtitr, tcift. la..1-lJ3)is presente. rhr purpose.s nt,nJaiiiorai 

"r"tyri. "nA;., 
urr

a required pa( oflhe linancial stalcments Such inlbrmation ,.,i," -9-,it,ifi,i 
"r:ralagemenl 

and \ras

l::::1",o:i:,1.1",:l.j rtirecrt) ro 
,rhe ,unrerh 

ins ac(ounrinF 
",J'",ii"i...'"r.i. ".",r 

r,, prepare rhcrnan(rar slarem(nr5 rhe inrJrmari,J. has heen suhjccrcd to rrre JUd.ing procedures apprieJ ,r rhe audit oilhe tinanciat slarcments and cerrain cddiriunat pi"c.a,,.es. in.t,aini !6;;";;: reconciting suchinfonnation direcd]- 
_lo l.e undcrlling accounrrng .rd .thcr ..,rofu" ,J ; ;;;p"." the linancialstatements or to the tlnancial statements rhern:ches. enJ other adrliri,,nal proccriures in accordance wilhaudiling slandards genemlly accepled in rhe Unircd Sr3res ul A,nerica. lri;r, ,,pin;nn. tl.r, lrn"lot" ,1-evcNlturus ol /alerul 6tunll is thirl) .tarcd in r rnitrnal *rp*,. i, _i"ii", to the linancial

statements as a tvhole.

San Juan. Pucrto Rico
December 12. 2012

lhc sknrn I:JlJll $a\

/,"/-":Z
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CotuuoNwEALTlr oF pu[RTo Rtco
MLINICIPALITY Of LARES

Management,s Discussion and Anal\sis
June 30.2012

1,:..,.:::lt.l.ll:l,lT Munrcipat,N of l_ares (rhe Municipalir)). we orTer readers rhe rb owing

."::*:- "ll rn3Dsrs ot the Municipalir) s tinancial acririrres rcponed in lhe accompan\ing
Dasrc rrnancrat stitemenls lbr the tiscal year ended June j0, 1012. We encourase rcaders loconsider lhe infbrmation presented here in conjuncrion \ltth additional iniirrmorurn,tr, i.
l'umished in the accompanving tlnancial slatements. which fbllow this nanati\e.

FINANCIAL HTGHLIGHTS

Covemme -Wide High\ights:

. The Municipaliry s assers amounted ro $29.04i,5.12 alJuneiO,20l2.ofwhich$t6.263,Il
conshr of capital assets (nct of accumulaled dcpreciation and anlorlization oi $O.t f t..l:.ty.
$9.898,586 consisl of cash and cash equivalenrs (of which $9.839.965 are restricted tbr
specific purposes). and $2.881,845 consist of accounts receivable. net of the reserve tbr
doubtfulaccounts.

. The Munjcipaliry's liabilities amounled lo $1.1.201.159 ar June 30,2012. of which
$6.351,567 consist ofbonds and notes palable. $_1.j09.47g lonsist ofaccounrs payaUte ana
accrued liabililies, $2.871.8t,1 consist of uneamcd relenues. and $t,664.iud consist of
accrued compenMted absences.

. The Municipality's assers exceeded ils liabiliries (net assetvsurplus) by $14.E42,381 at
June 30.2012.

. The Municipality's revenues amounted to $15.027.419 for the fiscal year ended
June 10, 2012. of rvhich $5,823.217 arose from raxes. $8.205.256 lrose fiom
intergovemmental grants and contributions, $E02.46g arose fiom charges trom services and
$196,476 arose from interest on deposits and miscellaneous revenue. 

_

. -lhe 
Municipality's e\penses amounted to $14.0E9.90? for the fiscal year ended

June 10. 20 t2. ofrvhich $ I t.516,91 7 where incurred in provirling direcr services;nd benefirs
to citizens in relation to urban and economic development. n-ealth and saniliion, puUtic
safety, public ho,sing and welfare. culture. recreali;n and educalion. In addition. theMunicipalio incurrcd $2,12.652 of its lotal e\penses, in interesls related ,o ir. longu..,
obligations. and $2.310.631 in gcneral 

_govemmenl acliviries ro support rhe M;nicipality.s
functions and prcgmms. The Municipalif,v.s expenses include depreciation in rhe amount ol.
5622.210 for lhc tiscal !car ended June 30. l0ll

. Ihe Municipalitr's ner assels incrcascd b) 5917.517 during lhe tiscal vcar ended
June l0 l0ll

G oe e rn rne n tal F a nlt' H igh I ig h ts :

. The lolal lirnd balancc of govemmenlal filnds amounled Io $6.0-]{i,610 at June j0. 1012, of*iici $.1.155.518 are assigncd. $2.{9t,660 are reslricred, $2.989,605 are advanccs and
$i.598.171 represents an unrcstricred delicit.



Co}IiuoNwEALTH oF PUIRTo RIco
NIL,NICIPALIIY oF LARfs

Management's Discussion and Analysis
June 30,2012

. The total fund balances of govemmental funds increased by Sl..l72.ll,l during the fiscal year
cnded June 30- l0l2-

OVERVIEW OF THE BASIC FINANCIAL STATE}IENTS

The purpose of financial reponing is to provide extemal users of basic financial statements with
information that will help them !o make decisions or draw conclusions about the Municipality.
The.e are maoy extemal parties that use the basic financial statemenls of the Municipalily;
however, these parties do not always have lhe same specific objectives. In order to tddress the
needs of as many panies as reasonably possible, the Municipality, in accordance with required
fi0ancial reporting standards, presents rhis Management's Discussion and Analysis (MD&A) as
in introduction to the tccompanying basic financial statcments. This naffative rep.esents an
overview and nnalysis of lhe financirl activities of the Municipality for the fiscal year ended June
10, 2012. Beciuse this MD&A is designed to focus on the current year aclivities. resulting
changes and currently known facts. we encourage readers to consider the information ptesented in
this MD&A in conjunction with the additional information fumished in the accornpanying basic
financial statements.

The Municiprli(y's basic financial stxrements include three components: (l) govemmenFwide
financial statements (GWFS), (2) govemmenral fund financial sratements (GFFS), and (3) nores
to rhe basic financial statements (NBFS). This repon also contains additional required and other
supplementary information in addi(ion to the basic financial statements themselves. These
components are described below.

The basic financial statements focus on: (l) the Municipality as a whole (govemment-wide
financial reponing) rnd. (2) the Municipaliry's major individual govemmenhl funds. Both
perspectives rllow the users to address relevant questions, broaden a basis for comparison (yeir
to year or govemment to govemmeno and enhirnce the Municipality's accountability. The
comporcnts ofthe basic financixl statements are described below.

a) Covernmenitride Fina\ciel Statements

The GWFS rre composcd of: ( l) the statements of net assets (SNA) and (2) the statement of
ncrivities (SA). These financial suremenrs can be found immediarely following rhis MD&A.
GWFS are designed to provide readers with a broad ove iew of the Muoicipality's
operations as a wholc in x manner similar to private-sector business. These sEtements
provide shon-lerm and long,rerm information about the Municipality's financial position.
$hich assist lhe Municipnlity s management to determine (he economic condition tt June J0.
2012. The CWFS are prepared using mcthods rhat rre similar to those used by mod pri! e

l. Statemellt ofNet Assets

The purpose of SNA is ro tltempt to repon all asscts owncd rnd all liabilities owcd by rhe
Municipality. The Municipalily repons of all of its assers whcn it acquires owneAhip
over the asscts and reports all of ils liabilities wheo lhey are incurred. For example, the
Nlunicipnlity reports buildings and intmstructure as assets, even though they are not
avrililble to pay the obligalioos incurred by the MuniciFlity. On the orher hand, the



ColtlloNIvEALTH oF PUERTo Rrco
TU T.' ICIPALITY OT L.\RES

Nlanilgement's Discussion tnd Anxlysis
Jtlne -10. ]012

llunicipality rcpons liabiliries, \uch as claims ind jud_qments. honds and notcs ptythte,
obligllions under crpital lcases. compcnsatcd abscnce:i flnd cenain accounts palable and
rccnled liitbilities, c\en though these lirbilities might not be paid until sc\eral tiscll years
i to lhc fulure.

The diffcrence betwccn the llunicipaliry s total assets irnd roul liabilities reponed in
SNA is pre\ented as ,rer.Lr:rcr.r. which i\ siNilrr ro rhe rotal o$rcrs equity reporled by a
commerciil c rerp.ise in its llnilncial statcments. Allhotlgh rhe purpose of the
Uunicipality is not 1() ilccumulate lret assets, as lhis irmount increascs or dccresscs over
Iime. such amoun! represcnts a osetul indicitor of $herher rhe financial posilion of lhe
Ilunicipality is eithe. improving or deterioraling. resFrecti\ely.

2. St tement ofActiviti€s

The SA presents information showing how the 11tlniciprliry's net assets changed during
the fiscal year ended Jlrne 30, 2012, by presenting itll of the lvtunicipAliry s revenues tnd
erpenscs. As previously disctssed. rhe itcms rcported in SA nre measured in a m;rnner
similar to the approach ured by a commercial enterprise in that revenues are .ecognized
$hen eamed or ertablished critcria rre sttisfied, and expenses rre recorded when
incrned by the Nlunicipality. Consequenlly, revenues rre repo(ed evcn when they mry
not be collecred fbr scveral months after the end of rhe fiscal year and expenses are
recorded even though they may not have tlsed cash during the current year.

Allhough SA looks different from a commercial cnterprise r income statement. rhe
ditference is only in tbanat, not substirnce. Whereas the bottom line in a commercial
cnlcrprise represents its net income. the Municipality repons an amount described as rea
(hanlle in ,tet asscts, \\hich is essentially thc same concept.

The lbcus of SA is on the ,s, .irrr of various aciivitics provided by the Municipality. The
\tfltemcnt begins with a column rhrt identifies the cost of each of rhe Municipality's
nrajor firnctions. Anorher column iden!ifies the revcnues rhar llre specifically rclued to
lhe chssified governmcntal functions- The difference bctween lhe expenses llnd revenues
rclatcd to specif,c tirnctions/progrnms identifies the erten( to which each firnction of the
Municipality draws from general revenucs or is self-financiog through fees.
intcrgorernmeotal aid, itnd other sources ofresources.

This \trtcmenl al$ pre\cnls it cornparison bell!ecn direct crpcnses and program re\'cnrlcs
lor cach fnncrion of lhe Uunicipalrty.

CWFS rnd CFFS presenl rll of rhe Muricipaliry s gorcrnnrcnttl rctivirics. uhich :r.e
\uppon('d nmstly by lares rnd rnlcrgovcrnmental rercDLlas (such it\ tederll xnd \tat€ prants

xnd contrihuliul\). All scrriccs normally as5ociar.d $irh lhe UuDicip.rlity tall into lhis
clltcgory. including culture. rccrcation and education; I,laneral govemment: hcalth and
snDitrlion: puhlic s.rfciy: public hou\ine ilnd ucltarei and cconomic tnd urban dcvelopmenr.



CoirnloNlvEALTH oF PUERTo Rlco
I\II]NIcIP,\LITY oF LAREs

Management's Discussion and Analysis
,une 10, 2012

b) Govenfie al Fund Financial Stotements

The Municipality's GFFS consist oi ( l) the balance sheet - govemme.lal funds and (2) the
\talement of revenues, expenditures and changes in fund balances - govemmental funds.
These financial slatements repo( the financial position aod results of opem(ions of the
lUunicipality's govemmen(al funds, with an emphisis on the Municipality's mxjor
govemmental funds.

A fund is a grouping of related accounts that is used to maintain contrcl over resources that
have been segregated for specific activities or objectives. The Municipality, like most orher
state and local govemmenls, uses fund accounting lo ensule and demonstrate compliance
with finance-related legal requirenents. Ecch fund is considered in indepeodent fiscal entity
accounted for within a set of self'balancing iccounts tha! comprise ils assets, liabililies, fund
equity, revenue. rnd expenditures. Fund accounting segregates funds according to their
intended purpose and is used to aid managemen! in demoostrating compliance with legal,
financial and contractual provisions.

Govemmenlal funds are us€d to account for all of the services provided by the Municipality.
These funds are used to account for essentially the same functions reported as govemmental
activiries in the GWFS. Unlike CWFS, the focus of GFFS is directed to specific activities of
the Municipality rather than the Municipality as r wholei therefore, CFFS report (he

Municipality's operations in more detail than the GWFS.

GFFS provide a detailed shon-term view of the Municipality's finances tha! rssisr in
determining whether there will be adequate financial resources available to meet the current
needs of the Municipality, which is, evduating the Municipality's near-term financing
requirements. For financial reponing purposes. the Municipality classifies ils govemmental
funds within the following typesr (l) general fund, (2) debt service fund, (J) special revenue
funds, (,1) capital pmjecls funds and (5) permanent funds.

CFFS are prepared on an accounting basis tha! is significantly different from that used to
prepare GWFS. In general, CFFS focus on near-term inflows and outtlows of expendable
financial rcsources, consequently, generally measure and account for cash and other assets

that can easily be conve(ed to cash. For example, amoun6 reponed on the balance sheet
include capital assets within a very short p€riod of time, but do not include capital assets such
as land and buildings. Govemmental fund liabilities generally include amounts that normally
are going to be paid within a very shon period after the end of thc fiscal year. The difference
between c fund s lotal nssels and lotal liabilities is reported as the fund balance. and generally
indicat€s the amoun! that can be used to finance the next fiscal year's activities. Likewise,
the opetating statement for govemmental funds repons only those revenues :lnd expenditures
that were collected in cash or prid rvith cash, respectively, during the current fiscal year or
very shonly rlier the end ofthe fiscal year.

Because the t()cus of GFFS is narower than that of the GWFS, it is useful to compare the
fund information presented for govemmental funds with similar information presented for
govemmental activities in the GWFS. By doing so. readers may better understrnd the long-
term impact of the Municipalily's nearlerm financial decisions. Both the govemmental
funds halmce \hect and the govemmental funds' stx(ement of revenues. expndilures and

6



c)

d)

CoUnIoNIvEALTTi oF [,UERTo RICo
MUNIcIPALTTY oF LARfJ

Manitgenrent's Discussion and Analysis
June 10. 2012

changes in fund bnlances provide a reconciliation to facilitnte rhe comparison between
govemmental funds rnd lhe govemmental activities reported in the govemment-wide
financial slatements.

The Municipality has four major -qovemmental funds. Ef,ch mcjor fund is presented in a
\epante column in the govemmental funds' balance sheet and lhe govemmental fundst
stalement of revcnues, erpenditures tnd changes in fund balances. The four mtjor
govemmental funds are: ( l) general fund, (2) debt service fund, (.J) community development
block grant fund, and (4) state assignments fund.

Noles lo Basic Financidl Statements

The NBFS provide addilional information tha! is essential for a full understanding of the data
provided in the GWFS rnd GFFS. The NBFS crn be found immediately following the basic
financial statements.

Other Supplerie tdry I nforrnation

The basic financial statements arc followed by a section of other supplementary information
consisting of: (l) budgetary comparison schedule - general fund.

This Space Has Been Intentionally Left Blank



CortltoNIlIALTH oF ptiERTo RICo
TUNIcIPALTTY of LAREs

lvlanagemenas Discussion and Analysis
June 30. 2012

FINANCIAL .{NALYSIS OF COVERN IENT.}VIDE FTNANCIAL STATENIENTS

The Municipality's overall financial posilion and operations for the prior and the cufient fiscal
year ilre summarized as follows, basdd on the information included in fte accompanying CWFS:

Comp{rative Stotem€nt of Net Assets
Governmental Activities (Condensed)

June 30,2012 lnd 20ll

AsselJ.'

Non-current asscts:

Capital assets, net

Total assets

Uabilities:
Current liabilities
Long-term obligations due within one year

Long-term obligations due tfter one year

Tolal lirbilities

Invested in capital assets, net ofrelaled debt

Restricted for debt service and others

Unrestricted

Total net xss€ts

2012 201 t
r2,780,.111

16,263.1l r

r2,333.r 57

t2.710.259
29.0.r3.542 25.043.. 6

6.183.292

| ,.168.103

6.519,76t

.1,101,784

t,582, r5 t

t.r.20t, r59 l r.3E7,212

to t56 ))1
2.J07,218

(6.721,058)

9,8 | r,259
1.251,297

(3..106,3s2)

r,t.842,383 13.656.10.t

At June 10,2012, the Municipality's current assets, amounling to $12,780.,131, are mainly
composed of cash (59.898.586). and accounts receivable ($2,881.8.15), net of reserve for doubtful

The restrictcd cash represents resources legally designated for: ( l) the payment of debt service,
(l) the acquisition. coostruction and improvement of m:tior cxpital asscts, and (3) the operarions
ol fedcrally and slate funded grant programs. Restricted cash tlso cotrsists of unspnr procceds of
bonds issued for acquisition. construction and improvemcnt ol mlrjor capital ftsets. Restflcled
proprty taxes rcccivable represent resources set aside to redeem the bonds of the llunicipaliry in
mi0imum innual or bia[ntil principrl md inlerest payments.

Thc Municipality's non-curent rssels. amounting to Sl6.26l,l I I at June J0, 2012, are compoxd
of capihl nssc$, with a cost basis of 522,.134,.1,+5, $hich rre reponed nct of accumulated
dcpreciation and ilmortization of 36, I 7 1.33.1.

iJ
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Menagement's Discussion and Analysis
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At June 30.:012. the lvlunicipalily's curient liabilities amouoring ro 57,651,195, aie mainly
composed of irccounts payable and accrued liabilities, uneamed Gvenues. and rhe F,ortions due
within one year of bonds and notes payable, and compensated absences. Uneamed revenues
principally consist of uneamed revenues associated with municipal license taxes.

The Municipaliry's non-current liabilities, amounring to S6.5.t9,?6,1 ar June 30. 2012. ffe mainly
composed ofponions due after one year of bonds and noted payable and compensated absences.

As noted errlier, nc! assets may serve over time as a useful indicator of the Municipality s
financial posirion. The assers of rhe Municipaliry exceeded liabilities by $1.1,g42,183 at June .]0,
2012. The most significant po(ion of ner assers (St9,156,223) reflecrs rhe Municipaliry,s
investment in capital assets (e.g. land. buildings. mcchinery. equipmen!, fumiture. fixtures,
infrastructure, etc.), net ofall related debt slill outstanding tha! was issued to acquire. construct or
improve those assets. The Municipality uses these capital assets to provide services to its
citizensi consequently, rhese assets are not available for furure spending. Although the
Municipality's investmen! in capital assets is reponed net of the outstanding related debt, the
resources needed to repay rhat debt must be provided by other sources. since capital assels cannot
be used to liquidate rhese liabi,ities.

Another siBnificant portion of net assets (92,407,218) at June 30, 2012, represents resources thfi
rre restricted for debt service payments and others.

The remaining component of total net assets consists of unrcstricted net assets amounting to
$6,721,058 at June 30, 2012. These unrestricted net assets are the consequence of previous
budgets that provided sufficient funding for incurred long-term obligations, such as bonds and
notes payable, compensated abs€nces, claims ind judgments, cenain obligarions under capital
leases. etc. Historically, a significant portion of such obligirions has been budgeted on a pay-as-
you-go basis.

The rctal net assets of rhe Municipality increased by $937,517 for the fiscal year ended June J0,
20t2.

This Space Has Been Intentionall! Left Blank
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Management's Discussion and Anal)- sis
June 10. 2012

lhe lbllowing is a condensed presentalion ofthe Nlunicipaliav's results ofopemtions as reported
in the CWFS:

Comprruti!e Strtement of Activities
Co\ernmental Acti\ Aies (Condensed)

l'iscrl Years End€d June J0, 2012 and 201I

2012 201I
Progrrm rcvcnues:

Pro8ram-specifi c operating grants and conlribulions
Prosram^Fecifi c cipilrl uir)t\ and contrihut ion.
Charges lbr services

Tolal proeram rev€nues
C€n€rrl reveIrues:

Property taxes
Municipal license taxes
Construction excise taxes
Sales and use tL\es
Unrestricled grants and conk;bulions
Olher general revenues, including interests on deposits

'Iotal general revenues
Total revenues

Program expenses:
General govemment
Urban and economic developmenl
Public sa,ely
Health and sanitation
Culrure. recreation. and educalion
Public housingand $elf:re
lnleresl on long-term obliBations

'lotal expenses
Net incr€ase (decrease) in net assets
Net ass€ts, rt beginning offiscalyear
Prior-period rdjustm€nts
Net sssets, at beginning of fiscal year, as reststed

Net assets, at end offiscrl ycar

59t.810
r.059.811

802,.168

1.5,11.56,1

185.195
1..151.1 I I 1.918.9s9

l.270.lll
1.172.795

.199. r96
780,891

6.551.6t3
r96.478

2.7:0.t t9
8t 1,821
540.2.1r
991.827

r0.101.125
190.969

t:.571.108 t5.559.304
t5.027-1t9

1.130.633
3,472.429
t.970.191
2.656,1tl
1.839,015
r.578.319

r9.488.263

7.314.',713

t,006.526
810.10,1

1.131.,180

755.606
3.824.803

t1.08s.q0: 15.096.190
931.517 1.392.073

[.656.]0{
218.66:

q,16,1.D r

B.90.1.866 9.:6.1.131

t1.8-11.1{il r.1.656.101

As pretiously menliored. lhc \lunicipalit\'s nct isscls iDcrcased b) S917.517 durinE the currcnl
liscal rear. Appro\imarel]- 7l% ofrhc \'lunicipalir) s total rerenucs fbr the curr€nr tiscal \ear
camc liom propcnl. nrunicipal licensc. constrLrcti(nr e\cise ra\es and salcs. and usc laxe\
($ 10.951.599). (jrants. contributions. and char8es lbr sen'ices (program rcvcnucs). aDn,rrntinE l(,
$l.tl79.ll2. pft,vidcd 169ld of the total rc!enucs li)r lhe currcnt llscal rear. Miscellaneous
rc!errues pro! id(rd thc rcmaining I% ol total revenuer.

lhe lVunicipality-s cxpenses co\cr a \\ide ranuc of scnices. Ihe larqest crpenses of the
Mrnicipalitr lbr the liscal rexr (' ded JLrDe 10. l0ll r\cre relrlcd to: (l) urban and euoDoll)r!
de\ek)p'ncnl ($3.J71.119)- (l) he lthand saniratn (91.6j6.-'l ll)- (l).ecneml adminisrrarlng and

t0
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Management's Discussion and Analysis
June 10.20t2

operating costs ($2.J30.611), lvhich were classified as .'general govemmenl", (4) public safery
($1,970,491). (5) culture! recreation, and educalion ($1.839,035). (6) public housing and welt-are
($1.578,149). and (7) interest on long-lerm obligarions (9242.652). 'l'hese expenses include
depreciation and amorlization ofcapilal assets and deferred charges in lhe amounts of $622.2-10
tbr the fiscalyear ended June 30, 2012.

FINANCIAL ANALYSIS OF GOVERNMf,NTAL FUNDS

Analysis of Firroncial Position o;f Govenmentol Faads

As discussed earlier. lhe MunicipaliR uses fund accounting to ensure and demonstrare
compliance \\ith finance-rclated legal requirements. 'fhe locus of lhe Municipality s
govemmental firnds is to provide information on near-term intlows, outllows. and balances of
expendable resources. Such information is usetirl in ass€ssing the Municipality's compliance
with finance-related legal requirements. Specifically. unreserved fund balance may serve as a
usetul measure ofthe Municipality's net resources available for spending at the end ofthe fiscal

A( June J0. 2012. lhe lotal assets of governmental funds amounted to $15,924.692 which
consisted principally ol ( l) cash of$E.898,586 (2) accounrs receivable. $2.881,845 net of reserve
for doubtful accounts. (3) advances from other funds of $2,969.062. and (,{) inter-fund
r€ceivables of $l 75.199.

At June 30. 2012, the total liabililies of govemmenlal funds amounted to $9,886,082, which
consisted principally of: (l) accounts payable and accrued liabilities of$3,172,730 (2) defened
revenues of $2,873.814, (3) inter-fund payables of $175,199, (4) advances to other funds of
$2,969,062, and (4) matured bonds and interesrs due and payable of$695.277.

This Space Has Reen Inlenlionally Lelt Blank
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Management's Discussion and Analysis
June 10.20t2

The fund balances of govemmenul funds increased by $1.172,1.+4 during lhe fiscal vear ended
June 10.2012.

Condensed Balance Sheet - (;overnment|l Funds
June 30. 2012 and 2011

2012 201I
,{J$erJ.'

Tolal assets - major govemmental firnds

Tolal assets - other golemmental funds
Combined total assets

Liabilities:
Total liabilities - major govemmental funds

Total liabilities - other govemmental funds

Combined toral liabiliries

Assigned or restricted - major golemmenlal funds

Assigned or reslricled - other govemmental funds
Unassigned all govemmental funds

Combined lolal lund balances

Total linbilities and lurd balatces

9.669.60,1

181.529

9,886.082 r0.053,133

$ l].206.r81
t,7t8.5t!

t5.92+.692

7..15 t.691

2..8.1.189

$ t3,097.E56

2,I7t.J06
15.269.262

9.352,66t
284,122

(3.598.t73)

9.404.892

t.664,48r
(5,851.2,r.1)

5.216,1296.038,6r0

$ I5.921,692 $ 15,269.262

Major Covemmental Funds

Getredl fund (Gn The CF is the principal operating lund ofthe Municipality. The CF's total
assets amounted to $2.939.693 at June 30, 2012. Such assets consist principally ot': (l) cash
($62.604), (2) property, municipal license. construction excise tax. and sales and use ta\
receivables ($1,366.1l2), (3) intergovemmental grants and contribution receivable ($1.352.874).
and (4) short-term and long-term amounts due from other funds ($15.1.656).

'fhe GF s tolal liabilities amounted to $6.J01.J22 at June.l0. 2012. Such liabilities are composed
mainly ot: (l)accounts payable and accrued liabilil'es ($1.019.972). (l) intergovernmental
payables ($1.558.755), (l) delined revenues ($773,150). (.1) advances from other funds
($2.912.015). and (5) due ro other funds ($ 17.1l0).

At lhc end ol lhe current fiscal ycar. unrcscrved fund deficit of rhe C| amounted 1() $3,598,l7l.
whi,e total lirnd deficit amountcd to $3.i61.629.

Dcbt service fund (DSF)--Ihe DSI-'S rotal assets amounted to $?.6E0.1.18 ar June 10. l0!2.
rvhich consist mainly of restricted cash in fiscal agent ($2,631.117). rcstricted properir- laxes
receivable. net oi reservc for doubllul accounts ($1,f.891). and inlerqovemmental grants and

I -_l
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conlributions (S3.l.Ol.l). The DSF s roral liabiliries rmounted to 5695.371 ar June -10, 1012.
$hich :re mrinlv composed of matured bonds due and payilble of $589.000.

Communitv development blo(k enrnt fund (CDBG) - The CDBG'S total assets imounted to
SI11.636 xt June 10. 101?. rvhich consist mainly of intergovemmental grants and conrribution
receivable (Sl10,38l), rnd resiricred cash in fiscal agenr (S1.255). The CDBC s rotal liabiliries
imounted to 5lll,615 tt June 30, 2012, which are mainly composed of due to other funds
(552,182), idvances from olher funds (S23,2-f6) and.iccoum payable and rcc.ued tiabiliries
(s16.008).

State lssielments fund (SAF) - The SAF s total assels amounted to 57.{7.1,70.1 at June J0.
2012. which consist mainly of restricled cash in commercial banks (,1.{98.880). idvances fiom
other funds ($:,955,281). itnd shon{erm and longlcrm amounrs due lrom other funds (520.5.13).
The SAF s total liabilities rmounted ro $343.362 at June 30,2012. which are mainly composed of
iccounts payable lrnd rccrued liabilities (5329.581), and ndvances from other tunds (Sll,78l).
At the end of the current fiscal year, SAF s total restricted fund bilance reached $7,131,3.12.

Other sovernmental funds (OCF) ' The OGF s total assets itmounted to 52,718.51 I at June 30,
2012, which consist mainly of restricted cash and cash eqtivalenrs ($2,704,730) and advances
fromotherFunds(SlJ,78l). TheOCFstotcl liabilities Amounred ro $2,.13.1,389 arJune 30,20t2.
which are mainly composed of deferred revenues ($2,100,.16.1), accounls payable irnd &cnred
liabilities (5228,.11,l) and short{erm md long-term amounts due to olher funds (gl05,5ll). Ar
the end of the curren! fiscal ycar, OGF s totil restricted fund bxlance reached $284,122.

This Space Has Been Intentionall! Lett Blank
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Anallsis of Opcratiag Resul$ of Goycrnmental Funds

Condensed Statement of Revenues, Eipenditures lnd
Ch[nges in Fund Bola[ces - Govcrnmental Funds (coodensed)

Fiscal Years Ended June J0, 2012 and 20ll

2012 201I
Revenues:

Total revenues - major govemmental funds
Tolal revenues - other govemmental funds

Combined total revenues

Erpe ditwes:
Total expenditures - major govemrnenaal funds
Total expenditures - other govemrnental funds

Combined total expenditures

Excess of etpenditures ovet reyenues

Othet Jinancing sources, net:
Proceeds from issuance of bonds
Other financing uses, net - major

govemmenlal funds
Other financing sources, net - other

govemmental funds
Combined other financing sources (uses),

Excess o.f ftyelues and othet fi^oncing
sources over expenditurcs ald olherlnancing uses

Fund balance, at beginning of lear
Pior-p eriod ddj u stme nls
Fund balance, beginning of yar (as ftstated)

F d balances, al end oJJitcal tear

t7,561,.187 t9.255.287

s 15,366.983
2.19.r,50.t

s 16,587.561
2.667,726

r5,089,002
2,350.3,

17..139.3.r3

t5,056.632

17.519,992

122.11.1 1.615.295

1.350,000

1,670

(7,610\

ner 1.350.000

( t.18,983)

t,18,983

1,172,141 |.6',75.295

5,2t6.129
(619,663t

4.566.166

3.540.83,1

1.5,10,83.r

s 6.018.610

Tltis Space Has Been Intentionally Left Blank
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llaior Goye.[mental Funds

!9994{_fu4! - Ihe total fund balance ofthe CF increased by $1.286.9t7 during current fiscal
)ear.

Approximately 80% ($9.802.70.1) ofthe GF s total revenues t'or the curent Ilscal year came from
property, municipal license, construction excise taxes and sales and use taxes. while (91.425,2j 1)
resulted from intergovemmental grants and contributions.

lhe largest expenses of fie CF tor the fiscal )ear ended June J0. 20ll lvere related to:
( l) conslruclion, rehabilitation and preservation of nerv or existing housing, ($1.040.198), which
rvere classitied as 'urban and economic developmenl, (2) health and sanitarion ($2,i28.789).
(3) general administratinB and operating costs ($1.779.660), (4) public satbty ($1.801,589).
(5) culture, recreation and education ($1,706.351), (6) public housing and welfare ($1.022,426).
and (7) principal and inlerest on long-term obligations ($98,511).

Debt service fudd (DSFI - Ihe total fund balance oflhe DSl" increased b1 $t85.t t during
cunent tiscal year. Approximalely $1,1.18,695 of DSF's total revenues forthe current fiscal year
came from restricted property taxes. DSF'S tolal expenditures tbr the current fiscal year came
from principal and interesls on bonds payable ($ I,019,106).

Community development block srant fund (CDBG) - CDBG'S lolal revenues for the current
fiscal year came from intergovemmenlal grants and conributions amounling to $901,643.
CDBC'S total expenditures for the current fiscal year came principall! from capital outlays
($620,0E7) and urban and economic development ($281.556).

State assiqnments furd (SAn - The total fundbalanceoflheSAFis$7.l3l.342duringcunent
fiscal year. SAF'S total revenues lor the current fiscal year came from intergovemmental grants
and contributions amounting to $720,896 and interest on deposits amounting to $304. SAF's
total expenditures for the currenl fiscal year \rere mainly related to capital outlays ($1.124,660),
public housing and rvelfare ($12.693). culture, rccreation and education ($8,184). health and
sanitation ($3,025). and public safety ($894).

Other eovernmental funds (OGF) -l 
he lotal iund balance ofthe OGF'S increased by $127,787

during current fiscal year. Subslantiall), all of(X;F's revenues for the current tiscal year cam€
from intergovemmenhl grants and contribulions ol'52.188.128 and interest on deposits of$6,376.
fotal cxpenditures were mainly related lo capital outlays ($1.711,650). public housing and
Nclfare ($4E3.114). general administrating and operaling costs ($91.038). and public safely
($,11.509)

This Space Has Been Inlenlionalbl Left Blank

l5



a)

Co]\IilIoNwf,ALTII oF PUERTo RICo
MUNIcIPALITY oT LAREs

Management's Discussion and Analysis
June 10. ?012

CAPITAL ASSETS AND Df,BT ADMINISTRATION

Capital Assets

The Municipality has invested $22.,13.1.4,15 in capital assets used in govemmental activities,
which have an accumulated depreciation and amortization of$6.171.314 at June 30, 1012.
'lhe net capital assets increased during the currenl fiscal yea. due to the current llscal year's
capital additions of $1,725,786, which were partially offset by the depreciation and
amo(ization erpense of $622.2,10.

Debt Administration

'the Municipalit-v finances a significant portion ofits construction activities through bond and
nole issuances, and through state and federal grants. l-he proceeds from bond issrances
designated for construction activities are commifted in its entirety for such purposes and

cannot be used for any olher purposes.

At June 10. 2012. the Municipality's total bonded debt amounled to $5.339.000, consisting of
bonds payable. Such debt is backed by the full faith and credit ofthe Municipality. The
Municipality has also certain outstanding notes payable. Such notes payable also decreased

during the current fiscal year mainly due to the principal paymenls made during the same
period.

b)

REQUEST FOR INFORMATION

This tinancial report is designed to provide a general overview ofthe Municipality's finances for
all of lhe Municipality's citizens. taxpayers, customers, investors and creditors. This financial
repon seeks to demonstrate the Municipaliry's accountability for the money il receiles.

Questions conceming any of lhe information provided in this report or requests for additional
information should be addressed to: Municipaliry of Lares, Department ofFinance.

t6
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Stalemenl of Net Assels
June 30.l0l:

Ass€ts

Current assets:

Cash in commercial banks

Accouflt receivable. nct ofallo$ance tbr doubtful

Taxes:

Property ta\es

Municipal license taxes

Sales and use lax
Construction excise laxcs

Inlergovemmenlal grants and contributions
Miscellaneous

Total accounts receivable
Restricted assels:

Cash in commercial banks

Cash in liscal agent

Pmpeny taxes receivablc. net ot'allowance for
doubll'ulaccounts

Total restricled assets

Total current assels

Covernmentrl
ncliriti€s

s i8.6lr

$ t. t9l,96l
91.047

71.527

7.577

1.197,299

1.541

$ 7.029.655

2.810.310

r.1.89r

2.866.951

s.851.856

l].780..131

- Non-current assets:

Capital assels. at cosr:

Dcpreciable capital.Esets

Non-depreciable capital assets
'Iinal capital assets. al cost

[-ess: accumLrlated deprecialion and amo(i..arion

$ I8.1t0.019
1.01.1.116

tt.-111..1-r5

(ar.l7l.i:1.1)
'Ioralcapital assels. net ol accuDtulated depreciation

and amorlizalion 16,261.1 I I

Iotal non-currcnl assols

:9.0-l].5.1]
t6.l6i. t

- Iht uccrtr4tLt|ui|r< tu)tLs to ltc husic li't.rtLiLtl lkt nL,nls urc un nttcurul parr14thitsk cment

l7
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Statement of Net Assels (concluded)
iune 30. :01:

Liabilities

Current lisbilities (due *ithin one year)r
Accounts payable and accrued liabiliries
lntergovemmental payables

-Iolal 
accounts payable ind accrued Iiabilities

Uneamed revenues
[-iabililies relaled to reslricled assets:

Accrued interesls on bonds payable
Total current Iiabililies related to resrr;cted assets:

Current po(ion of long-term obligalions:
Bonds payable
Notes payable
Compensaled absences

Toral current ponion oflong-term obligations
Total current liabilities

Non-current liabilities,exchdingcurrent portion
(due in more tian one yerr) :

Covernmental
artivities

$ t.625.975
r.i77.::6

5 i.:0i.201
2.871,81,1

$ t06.277

$ 58S.000

106.2-/7

t.168.101
7.65t.t95

,1,750.000

987.3 77

811.387
6.5.19.764

17.190
85 t.9tl

Non-current portion ofl;ahilities related to restricled ass€rs - bonds payable
Notes payable

Compensated absences

Total nonrurrent liabilities
'foral Iiabilities

Net asseis:
lnvested ;n capilal assels. net ofrelalcd debl

1.1.20 t. t59

r9.156.211
Restricled fbr:

Debt service
Capilal Project
Olher

$ t.984.775
3.ll.i:3

71.910
Total restricted net assers l.{07.118

lnreslricr.J
Totat net asscts 

(6 721'058)

_[___..]L!l?.1!l-

lh! ku)ntlnring ot^ to thc hu\ic linoncitl stutemdts tre dn integrol pdrt ol thit nukn!nt.
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Stntemcnl of Activiries
fiscal Year Ended June i0.:0ll

f0nclions/proenms

in.llding

s622,2{0

ChirAes

(i\Pr Dt lulddiititj
(dncral gr)\.mm.nr
t 
,rhan nnd..ononic d.tclopmcnr

llcrhh ud seitation

l'uhlic housirS dd $elrirc
( ull'trc. rccrc.tion und.ducarn)n
lnrcrcsts on l,)ngrcm oblilati()ns

loul Etr.mmenhl rdn irics

s 2.i-r0.6ll s
-r.172.{29
2.656.111
r.970.191
1.578..1{9
t.ll.l9.0l5

2{2.65:

802..168 S 175.0.t{ s

116.766

I.059.S:t;
s I t.l5l.l:l)

(2.112.j96)
(1.6j6.1l])
{ t.970..19t)

I l.i6l.58l)
I l.t3J9.0ti)

6.750.09t
9l?.517

t.1.656.101

1t6.662
11.901,8an)-3-1L1l:Il-

-l-lrlll]iii -I--liUfaE

(l.ne.!ll re\cnucs:
l!xcs:

pnrF_n) li!\cs
tvluniciput ticcnsc rd\es
Consrtucrion exci* ra\cs
Sales and usc rd\cs

lorat ta\ rctcnu.s
tnrcrgorer.mcnrat ts.ors ed (ontrihutions.

ndrcslri.tc.d ro specillc p('gnms
Iinercns on dcB)sirs
]!is.eller.ous

lin lg.ncrat!$cnu.s
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Co:[]to|\wEAL nr ot PtrfRTo Rtco
\ltr)tctP..rLt'tY ot' L.\REs

Ealancc Shcel Corcmmental Funds
June :10. :{) ll
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CO]\tIIONWETLTH oF PI]ERTo RICo
trTU\ICIPALITY oF LAREs

Reconciliirtion of lhe Balancc Sheet - Covemmental Funds to St;rtement of Nct Asscts
June 10, 2012

lhe rmounrs ofso!emmental tivities reponed in lhe nrkment of net issets and the balxnce shcer, govemmenlal
luDds, rre ditteren! tbr the iollowing reason\:

Toi.rl tund balilnces reponed in the blhnce \heet - Bovemmenral tunds S 6.038.610
Add (D€duct):

Crpital rsicts usr..d in golemmi'ntal rcti!iti€s e nor considered .r!rilable iinancial
rcsources at lisc:rl year-end. theretirc. are not reponed in fie lovemmental lunds. This is

the carry'ing rmount of capital assets. net ol accumulated deprecirtion lnd amonization of
56.171.33.1at June 30. l0ll.

Net chrnge in deterred revenues of eamed but unavailable revenues a! June 10. l0ll.

The fi)llowing liabiliries are not duc (maturel in rhe current [scal year rheretore. are nor
rcponed in the govemmenrrl iunds ar June 30, 20ll:

Bonds palable
Notes payable

Compensated irbsencer

Net assets govemmental activities. as reported in the statement of net assets

-fhe u(.onpunyitg,otes tu pb sic Jinatktul sr.[en?nts arc an i egtul pa.t oJ'lhis na@ne t.

16.263.1t I

(57.66r)

{1.750.(rr))
1911',7 .1',7',7 )

( 1.66-1..r{xl)

I l+.l3.l2.lli3
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ColrttoNrrf,ALTH oF ptif,RTo Rtco
ItrrrtctpALtry oF L{R[s

Slatement of Re!enucs. E\pcodilurcs. and Chtnges in Fund Balances - (jo!ernmcntal Funds
Iji\cal Ycar Ended June i0. :0ll

\t.jorlor. m.nirtrurdr
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liulr[.,n1] \annihn
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lrh.r fi n!rcirE i,urc.! (ur6):
It!c!.,^ 1n,n ^\urn...r hotrds

r,nLl.^ ln,m .rh.. rirn\l\
l rj.h ().rlre.rirtrd\

lr.,l,,rl,.r til. [ ! nMuL\ f.l
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*-: l.t83.t:8
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rr)l;
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Co}I}IoNIvEALTH oT PUf,RTo RIco
}IUxICIPALITY oF LARf,s

Reconciliation of the Statement of Revenucs, Expenditures, and Changes in Fund Brlances Govemmenul
Funds to rhe Stltement ofActivities

Fiscrl Year Ended June 30. l0l2

The urouors df golemnlenlal acririlies reFrred in fte icconrpanling narenrenl of lctilities .lnd rhe srrlcnre r of
relenues. erpcnditures and ehlnges in lirnd blllnces govem nEnlal fund\. are dilterent tar lhe tbllo$ rn8 rec\,ny

Tolal ner incre \e in lund b.rlances rcroned i fie .r.conrpanying starenrenr ol retenues.
c\penditures aod chrnges in lurd brlances - govemmenral t-unds

Add (Dedulo:

Golemn)enlal lunds defer the revenues is$xiat€d enm€J but rnalailable sources. Hosever
lhese revenues strerms are reo.ded in the slalenrent of ctivities ahen eamed. fhis is the
net change in the delined rcvenues ofunavailahle lrmes.

Covemnrotal funds repon c.rpital oud.rls !s exrEnditurcs. However in the \orenrenr of
aclilirier the c.\t olrhose assers is erpitalized and luocrtedoler teirestiDared u\etirl liles
rs depreci.unu rod trnx)nizntion ei(fEnse. fhis is rh€ amount by which clpirrl ourhys
excced depre.irtion ex0cnse,rnd othe ni\cellnrl€ous cupil.rl asser adjr6tmenls.

The issunce of tDnds paylble is repned as orher t-inancing sources in {he golemnrent.rl
iunds. however. such issuances oi honds increuse rhe lonS rem liability iI the suremert of

t.17l. t.t-l

t.t.l.5 t6
(t.ls8.7li))

(:.511.0611)

( l.-:150.(rxl)

Repalme t of principal of txrnds prylble is reprted an expcndirure ir rhe govemnrenral

nn s. howeler, rhe repayment reduces rhe honds plyable lilbilily in the starement oi net

Cerl in operlrin! erpenses rcB)ned i. rhe srarement ofactivities do not require the use of
currcnr finrnciJl reynrces. therelde. rc not repned $ erpendiures in {he golemmental

Ner chlnges rn conrpensated ihseDces
I)eiened ch..!es lnd orhe6

Net increase ir net i\ses.,rs reponed iu rhe neconrpanying slatenrcnt olretrtities

Ih. d.t.h\\r^i q nntet tu the hdtn' tnktu ntl \tno at\i.a n e\11tloibthi\ntkntnt

9 t1.5 t7
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Co uoi\wf,AlTH oF PLERTO RIco
IlttiNlctpaLtTy or LARf,s

Noles to Financial Slatements
Jrme 30. l0ll

Summary of Signili(ant Accounting Policica

The Municipality of Lares (the Municipali!-) is a local municipal govemment constituted in lhe
Commonwealth of Pueno Rico (lhe Common\!ealth). The Municipality has full legislarive. fiscal and
all other golemmental powers and responsibilities cxpressly assigned by Public Act No.8l ot'
Au&ust 30. 1991. as amended. known as.,fu/rororrd6 ,lhnidpulilies ,7ct oJ lhe (b\t\tott$,eehh ol
Prcr.) Rrco (Act No. 8l ). lhe Municipality is one of seventy-ei8hr municipalities legally scparared
fiom the Common$cahh's gotemment.

The Common*eallh's Constilution provides for the separation ofpo\vels ofthe execulive. legislative,
and judicial branches of the Commonrleahh and lhe municipalilies. However. the Municipaliq s
govemmental system consists o[ exec tive and legislative branches only. A Mayor. elected every
tbur years by the citizens. exercises the executive power ot the Municipality. The Municipal
Lcgislature, $hose members are also elected every four years, exercises the legislalive power of the
Municipalit-v. The Ceneral Justice Court System of the Commonwealth. which hasjurisdiction over
lhe Municipality. exercises the judiciary power.

The Municipality assumes either panial or lirll responsibility l'or providing services to its citizens
r€lated lo public housing, welfare, public safety, heakh. sanibtion. culture. recreation, education,
urban development. economic development, and many othe. fiscal. general and administrative

o) Finoncidl Repoding Model

The accompanying basic financial statements present the flnancial position and the results of
operations of the Municipality as a whole, and its various govemmental funds as of and for the
llscal year ended June 10. 1012, in contbrmity \lith Accounting Principles Generally Accepted in
the tJnited SBtes ofAmerica (GAAP). as prescribed by the (;ovemmental Accounling Standards
Board (GASB).

According 1() the l'inancial reporting model esrablished by GASB Statemenl No. 34. & i.
Fitunciul Slutencnts .tkl ltlanugene\t's Disctltlion und smlysis fur Srure od Locol
CotctnDrents (CASB No. i..l). the required basic tinancial statemenr presenrarion applicable 1()

the Municipalit) is composed ol the Lllowing elements: (l) govemment-\\idc llnancial
slalemenrs ((;WFS). (2) golcrnmental ILnd floancial slarem€nls (GFFS). (3) noles (o basic
linancial statements- and (.1) rcquired sLrpplemenrary infbrmalion (RSl).

,tS7 consisls o1': (l) a l\lanagemcnl s Iliscussnx and Anallsis (MD&A) and (2) r budpr'rar.\
comparison schedule - general fund. RSI is intbrmation presented along rvith, but separale from,
the Municipality's basic flnancial stalcmen{s.

.llD&,l ;s a narrative report lhat jntroduccs Ihe mcompanying basic flnancial statements and
provides an analr'tical overvierv ofthe Municipality's financial activities lbr the fiscal year cndcd
JrDe.l0. l0l?. based on the Municipality's knowledSe ofthe transaclions. cvents and conditions

l+
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Colttto:tlt'8..\LTrr oF Pl'FRro Rrco
Mt \tctPALtrY oF LrRES

Notes 1() IriDancial Stalemenls
June i0. l0ll

rcflected in the basic li[ancial sratements. The MD&A also highlights ccnain ke]., tjscal policies
that conrrol the Nlunicipality s operations.

Other supplementarv int'ormation presented in this reporl tbr purposes of additional anal)sis
consists ofa budgetary comparison schedulc debt senice fund.

On i\larch 1009. lhe Municipalir) adopted dre prolisions of (]ASB Slareirenl No. 55. 7i,re
lliarurLh o/ Cttttnilt -lccepteJ .lcLountitU Prnxipks Jir Skte al Locul (io|crnneDts lGl\SIt
55), and CASB Stalcmenl No.56. ( ir1rr.lrio, of Acuttotrhtg otl Fittuncidl Repo ingG i<lutke
('onktined iD the AICPA Sk (nents on .lutlititg.tdn./.rrrh (CASB 56).

CASB 55 incorporated the hierarch) oI generally acccpred accounting principles (CAAP) ibr
state and local govemments into the Governmenlal Accounting Slandards Board s (CASB)
authoritative literature. Ihe requirements in this Statement codify all CAAP for slate and local
govemmcnts so thal thev dcrive from a single source.

CASB 56 incorporated into Ihe Covemmental Accounting Standards Board's (CASB)
authoritative literature cerlain accounting and linancial reporling guidance presenied in the
American lnslitute of Cenitied Public Accounlants Statem€nts on Auditing Standards. Ihis
Statement addressed thrce issues not included in fie authoritalive literature lhat establishes
.rccnrrr)rg principles relaled party transaclions. going concem consideralions. and subsequent

b) Finarrcial Repo.ting Entit!

The accompanying basic llnancial statements include all depa(ments. agencies and municipal
operational units that are undcr the lcgal and administrali\,e control of the Mavor. and whose
financial resources are und.r the legal custody and cortrol of the Municipalit)'s Director of
Finance and BudBel. as prescribed b, Act No. 81.

Ih€ MLrllicipalil),'s management has considcred all poteotial component units (rrhethcr
go\emmcntal. not-fbr-p.oilr. or protit oricnled) li)r $hich it nral. he linancially accountable and
other lcSall, separate organizalions lbr \\hich the nalure and siBnificance of thci. relationship
!!ith the Municipalit). mal be such rhat erclusi<)n oltheir basic linancial stalements liom those ol'
the Municipalil) rrould cause the Mullicipalil! s hasic tinancial slatements to be mislcading or

(jASB Slatenrcrt No. l.l. L/,e I.itfuttrcit tuportin( Lt rT|.((iASB No. t.l). as amcnded. has ser
li)nh critoria to be considered in delermaning ti ancial accountability tor linancial rcpodiDg
purposes. Ihesc crileria include appointing a \otanq majorit! of an organization'r gorcming
hod), and: (l) the abilit) of lhe Muricipalit! lo impose irs $ill on lhar organization or (1) rhi
potcntial li)r the orqa[izalion to providc specilic linancial benelit\ to. or impose spccillc Ijnancial
burdens on. thc Municipali6.
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Co!lrtoN$f,At,TlI or PtrIRTo Rtco
MU:\ICIP,{LITY oF LAR[s

Notes lo F'illallcial Statemcnts
J une i0. :012

On Jul) I. :00{. the lvlunicipalirl" adopted the pro\isidrs of CASB Starement No. 39,
Detcrniniry tl;hethet ('c/kti ()rgni:ations ure (\)npo c t L:,tits .t llnenllDtent t, G.ISB
,\ktteme t -\o. /J ((]ASB No. l9). CASB No. 19 stares lhal certain organizations tbr *hich a
primary govemment is not financiallv accountable nevenheless \\arrant inclusion as parr of rhe
lina cial reponing entir)_ br'cause Df the nature and significance of their relationship \rilh the
primarv go\,emment. including their ongoing linancial support of the primary govemment and its
other conrponent units.

According lo CASB No. 19. a lcgally separate. rax-exempt organizalion should be reported as a
discrctely presented component unil ofa rcporring entiry_ if all ofthe lbllo\ying criteria arc met:

The economic resources rcccitcd or held b). lhe scparatc organization are entirely or almost
enlirely tbr the direct benetit ofthe primary govemment. its componcnt unils. or ils constituenls.

The primary govemmenl, or hs component unils. is entitled to. or has the ability to orherwise
access. a ma_jority ofthe economic resourc€s received or held by the separate organization.

'l he economic resources rcccived or held b1. an individual organization lhat the specific primary
govemment. or its component units. is entitled to. or has the ability to otherwise access. are
signitjcant to that primary government.

In addition. CASB No. 19 states that other organizations should be evaluated as potential
component ullits if they are closely related to, or financially integrated with. the primary
govemment. Such types ofentities may be preserted as eilher blended or discrelely presented
component units. depending upon how they meet the criteria for cach specified in CASB No. l.l.

I he Municipalir).- s management has concluded Ihar. based on lhe aforemenrioned criteria. there
arc no legallv \eparate enlilies or organizations that should be .eporred as component units ofthe
Municipality lbr the fiscal ;ear ended June .30. 2012.

c) Govenmehtwiie Financiel Statements

'I he accompan\,ing (jWFS are composed ot': ( I ) the statcmcnt of ner asscts and (l) rhe sratement
ol-acli!ities. Ihese ijnancial jt:rtemenls repon inLrmati r ofall eo!cmmcnlal activjtics ofthc
Municipalit) as a *holc. I_hese slatemcnts nre aimcd nt prcscnring a broad ovcnie$ of lhe
Municipality s tlnancc! b} rcponing its linancial position and result\ ofop!rarions using merhods
lhrt are similar to those usod b\ mo\t pri!ate businesses-

the li)cus ol (;WFS is on the opcftrtional accoLrnrabilar) ol lh(r Municipalit! as a single economic
rnit and not on compliance Nith budgets. rcrularorv requirements or on lhe use ofa\railable or
currentlv c\pcndable fi[ancia] rcsourccs (.el'crred to as llscAI accounlability). ()peratidral
accountabilitv is th€ Municipalil) s responsibility lo report to the cxtent 1() rhich it has met its
operatiDg ohjcclives clllcienll] ard cicclivel). usinsall rcsources \ailahlc li)r thar purpose. It
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ColrlroNwf,ALTH or PUERTo Rtco
MutilctpaLtTy oF LaREs

Notes to Financial Slatements
June 10.l0l2

lbcuses on the Municipaliry s principal operating objeclile. rvhich is ro provide senicrs ro ils
citizens.

The accompanying statement of net assels provides shon-term and long{erm infbrmation about
lhe Multicipalitv's financial position by presenting all ot the Municipalit) s assets and liabiliries.
with the difference betueen these t\ro items reponed as net dssets" (equiB) and/or accumulated
dcficil. This stalement assisls management in assessing the level ofservices that can be provided
by the Municipality in the fi:ture and its abilit) lo mcel its obligations as they become due. ln
addition, lhis stalemenl repons the e\tenl to which the Municipality has invested in capital assets
and discloses legaland contractual restrictions on resources.

Net assets are classitied in the accompanying statement of net assets within the following three
categories:

Invested in capital assets, net of related iebt - This net asset categoq. consists ofcap'tal
assets. net ofaccumulated deprecialion and amonization. reduced by lhe outstanding balances
of bonds payable, notes payable and olher debts that are aftributed to the acquisition,
conslruction or improvement oflhose assets. For the purposes ofdetermining the outstanding
debt attributed to capital assels. lhe total long-term debt relaled to the acquisition,
construction or improvement of capital assets has been reduced by any related unspent debt
proceeds and any related unamonized debt issuance costs.

Restricted net assets - This net asset category consists ofnet resources restricted by extemal
panies (such as creditors. grantors. contributors. Iaws or regulalions of other govemmenls.
etc.), or net assets for which constraints are imposed by constitutional provisions or enabling
Iegislation. Enabling legislation consisG of legislation lhat authorizes the Municipality ro
assess. levy. charge or otherwise mandate paymenl of resources (t'rom exlemal resource
providers). Enabling legislation establishes restrictions if i1 includes a legally enforceable
requirement that lhose resources be used only for the specilic purposes stipulaled in the
legislation.

lhe class;fication of rcslricted nct assets idcnlifies rcsources rhat have bccn received or
camed b! the Municipalit_v r!ilh an explicit understanding hernecn ihe Municipalit\ and rhe
resource pro!idcrs lhat the resources rvould bc uscd lirr specific purposcs. (;ranls.
conlrib ti()ns and donations are oftcn given under lhose kinds ol_conditions. Rond indenlures
also oRen limit the use ofbond proceeds to \pccilic purposes.

lntemally iDrposed designali(Ds ol rcsources. including carmarking. are not reponcd as
restricted net assels. 'lhese designatiorrs consist of managemenl's plans fbr the use of
resources. Nhich are subjecl lo change al the discreri(rr oflhe Municipal Legislatu.e.

2'7
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COIII}IONWEALTH OF PtJf,RTO RICO
Mt,)itCtpAl,tTy oF L.TRES

Notes to Financial Slatements
June l0- l0ll

Ihe Municipality_ has refx)ned lhe lbtlowi g tlpes of restrictcd nel itssels in the
accompan\ ing statement ofnel assets:

(l) Debt service - Represenl nel resources available to cover future debt service payments of
bonds and notes pa)able.

(2) Cipital prciects - Represcnt ne( resources available for lhe acquisition. conslrucrion or
improvcmcnt of capital asscts.

(3) Feder,rl xnd state fulded - Represenl net resources avai]able frcm certain f-ederal and
state gmnts, which have been set aside to carry out several programs.

. Unr$tricted - This category consists of the cxcess ol liabilities over related assets
(accumulated deficit) tllat are neither extemally nor legally restricted. neilher invested in
capilalassets. However. assets reporled within unrestricted net liabilities often are designated
to indicate that management does not consider them to be available for general operations-
Assets reported within this category often ha\,e conslraints lhat are imposed by managemenl
but can be removed or modified.

When bolh restricled and unrestricted resources are available for use. it is the Municipality's
policy to generally use reslricled resources tirst. and lhen unrestricted resources as they are
needed.

The accompanying statement of activities presents the Municipality's resuhs of operations by
showing. how the Municipality s net assets or liabilities changed during the Uscal year ended
June 10.2012. usinS a nel (expense) revenue format- fhis starement presents the cost ofeach
tirnclion/program as well as lhe extent lo rrhich each ofthe Municipality s t'unctions. programs or
other services eilher contributes to or drarvs from the Municipalit)'s gcneral rcvenues (such as
property ta\es. municipal license laxes. construction excise laxes. etc.).

A linction/program describes a group of activities thal are aimed at accomplishing a msior
scrvice or rcgulatorv responsibililv. -lhe 

frnctionvprograms reponed in the accompanyiog basic
llnancial slatements are: ( l) general governmenl. (:) urban and economic devclopment. (l) public
salet). (-l) heallh aod sanilation. (5) cuhure. recreation and educrlion and (6) public housing and
Nellare. the golemmental operalions d-thc Municipaiit) s dcpanments and operational units
are classifled \rithin the lbllor!ing lirncrions/programs in the accompanving basic llnancial

(;eneral government:
Municipal legislature
Mayor's ollice
Dcpanment ol-lin nce
l)epanmenl ofplanrring and budgel
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Notes to Financial Statements
June 30.2012

Department of humen r€sourc'es
Department of municipal secrelary
Department of intemal audil
Department of public relations

Urbar atrd ecoromic deYelopment:
Departnent of public works
Department of lerritorial ordering
Department of building conseryation

Public safe6/:
Department ofemergency management - civil defens€

Department of municipal police

Health and sanitation:
Department ol health

Culture, recreetio& and educatror:
Department of sports and recreation
Department oftourism
Department of edlcation

Public ho[sing rDd welfare:
Depanment of public housing
Department of federal programs
Department of citizen affairs

The statement of activities demonstrates the degree to which program revenues offset dircct
expenses of a giv€n functiodprogEm o. segments. Direct expenses are those that are clearly
identifiable with a specific function, segment or operational unit. This statement reports revenues

in three broad categories: ( I ) program revenues, (2) general revenues and (3) special items.

Progrom revenxes are generated directly from a program itselfor may come from pa(ies outside

the Municipality's ta,xpayers or citizens. In the stalement ofacti!ities, progmm revenues reduce

the costs (erpenses) ofthe functio progam to arrive at: (l) the net cost ofthe functior/program
that must be financed liom lhe Municipality's geneml r€venues or (2) the net program revenue

that contributes to the Municipality's geneml revenues-
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Noles to Fintncial Statenrentr
June -'10.l0ll

fhe icconrpanying sliltcnrent of activities scparately rcpons rhe lbllotling caregoric\ of prograrn

. Charges for services - Thcsc revenues generally consist of exchange or erchange-like
lmnsnctions involving charecs to customcrs or rpplicants who purchxse. u\e or directly
bcnefit tiom the goods. sen'ices or privilcses provided, or are orherwise direcrly Aflected by
the \ervices. These rerL'nues inclnde fees charged tbr \pccific \ervices, charges tbr liceo\cs
ilnd pcrmirs. xnd fine\:rnd thrleiture\, among othe.s.

. Program.specific operating and crpital grants and contributions - These reveoues
consis( of tflrnsirclions thal rre either mandatory or voluntary non-exchange transxctions with
olher govemmenls. organizatio[s. or indiv,duals (hxt aestric! ihe resources for use rn l
particular program. Operalinq grants and contributions consist of resources lhat rre rcquired
to be used to finance lhe cosls of operitting a specific program or ctn be uscd either for
operating or capital purposes of a specitlc proqram. Capiral grants ind contributions uon\ist
of revenues or reso(rces lhr( are resficted for capital purposes to purchNe. conslruct or
renovate crpital assets $sociated with a specific program. Resrricred operating and crpirrl
grants rnd contribu(ions are program revenues because they are specificxlly a(ributable to a
program:rnd reduce the nct expense of that program to the Municipalily. They are reporred
net of estimirtcd uncollectiblc amounts.

Gt,rcral rerenues are the default catcgory fbr revenue\. It includes all relenues ilnd gAins that do
not meet lhe definition of progrirm revenues. Propeny taxes, municipal license taxes xnd
construction excise hres are reponed as senera! revenues. All othcr non-tax revenues (including
unre\tricted i[terest on deposits. errn(s rnd conlributions llot reslricted for specific progrxms ind
miscellaneous revcnues) (hat do not meet the dcfinilion of program rcvenues rre classified rs
genernl revenues. Resources thirt are dedicated i[ternillly by rhe Nluniaiptrlity are reponcd as
qencrfll revcnues rather thrn as proqram revenucs- All general reven[es are reported nct of
cstimatcd ncolleclible :tmounts, \r,hich are recorded as rcduction of revenues .ather lhan as

,).,( r(l/ i/r,,r.t con\ist ol re!('nucs rrisine Irom \isoificant transaclions or orher cvent\ $ ithin rhe
coDtrol of milnirqenrcnt tha! lre cither unrsral in nirture or inliequent in occumcncc.

Tltc t<ttvfttl (or.,1rr.nr tirretion/progrilm rcponed rn the irccompanying statemc l oflcti\itics
includes c\pco\e\ lhat arc. in cs\cnce. indircct or co\ts of othcr functiots/pro!.xms of rhe
IlLUlicipillit!. E!en rhoueh \omc of lh.se cosrs hirtc bccn charged !o ccrtain lirnds in rhe GFFS
as indircct cost xlkrlltions pcrmirted uDder soorc ti'deritl prograrns. rhe lrtuniciprliry has repon!.d
thcsc indirect costs ns dircct expenses of lhc gcnerirl ltotcrnmcDl lirncrion. Accordirsly. the
i\lunicipitlity lrcllerally (ioe\ nol illocrle general governnlent (indirecl) cosls to orhcr lunulrons.
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l'he effecls of rll iflter-tuld goremmenlal activities (reyenues. e\penditures and orher tinancing
solrrcetuses among govemnlental Iunds) ha\e been renrored lionl the accompao\'ing statements
ofnet assets and acti\ ilies.

I_he Municipalilr' classilies all of ils acti\'ities as {oventmental actirities in rhe accotnpin\ing
GWFS. Thcse are acli!;ties generallv linanced through taxes. intergo\emmcntal rerenues and
olhcr noD-cr(change revenues llrat can be used to suppon lhe Municipalit\"s prcgrams ur sen i!es.
'I hcse 80\cmmcnlal llctir itics arc also gencrall; .cponed in lhe CFFS.

The Municipality has no tiducian aclivitics. lrhich are those in $hich lhe Municipality would bc
holding or managing net assels for specitic individuals or orher extemal parties in accordance
\!ilh trust agreemenls or other custodial afiangements. In addition. the Municipality has no
opcralions or activities that are llna[ced and opcraled in a manner similar to private business
enterprises, where the costs of providing goods or serr,ices to the general public (expenses,
including depreciation) is financed primarily rhrough user chargest or where the govcming borJy
has decided that periodic determillatioll ofrevenues earned. expeflses incured. and/or ner income
is appropriate tbr capital nraintenance, public policy. management control. accounlabilily. or
other purposes.

Got'enmentul Fund Finan(i l Srotements

A lirnd is a fiscal and accounting entity consisling of a selfbalancing set of accounts used to
rccord assets. liabilities and residual equities. del'icits or balances. and changes lherein, \rhich are
segregated tbr the purpose of carrying on specific activities or attaining certain objectives in
accordance with CAAP and/or special rcgulations, restrictions or limilations.

'lhe accompan\ing CFFS are composed ol: (l) rhe balaDce sheet governnrental l'unds. and
(2) Ihe sralement ofrcvenucs. erpenditures and changes in f'und balances - govemmental f'unds.

fhese llnancial statemcDts report rhe tiIanci.l posilil)l and rcsults operations of the
Municipalil)'s goyernmcntal funds by prescnring sourccs. uscs alld balances ofcurrent llnancial
resources. Some oflhese financial slatcments have a budgeran oricntalion nnd fi)cus primarilf
on: (l) lhe Municipalit)'s rnaior go\ernmeotal lunds. as detined helorr. (:) the fiscal
accountabilit) and (3) lhe individual pans of rhe Municipalitr's gorcrnmcrt. Fiscal
accountahilig rcpresents the Munjcipalit!'s responsihilil] !o.iustiti that its actions in thc cuffent
liscal )car halc complicd \!ith public decisiols conccming rhe raising and spending of p bt;c
nnnlc\ s in Ihe short tcnn (gcncrall) one liscal \ear).

'I hc accompanl ing (;l_[_S scgrcgale gorernmcllal tunds accordine to rheir intended purpose and
are used ;n dcmonslrating compliance nilh le8al. llnancial and co lractual provisions. Ihe
nrinimum nunrber of qovcrnmcntal lirnds is nraintaincd cdrsistenr \rirh lcgal and self'-inrposed
managerial requircments eslablish€d br- rhc Municipalil)_ On Jul! l. 1009. lhe Muoicipalily
rdopted lhe provisi(rrr oI CASB StalemeDr No. 51. lit tlduncc Re\rtitg a, l (i^erunrnk
Ftrnl l\pe Dclinitirrtrl (;ASA 54). \\hich modilied lhe interprelatjons Dfccrrain lerms \!ilhin lhc
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definirion ofthe special rctenue l'unds rnd the tlpes ofaclivities the N{unicipalit} may choose lo
repo( in those lirnds. GASB 54 also clarified rhe capital projects lund qpe delinition tbr b{ter
alignment with the needs of preparers and users. Definitions of orher gotemmental firrd tJpes
also lere also modifled for clarit) and consislencv.

Pursuant to the prolisions set lbnh by CASB 5.1. the Municipaliry- reponed rhe lbllor,"ing
8o!enlmental lunds in the accornpanving CF[S:

Generol fund - '[he general tirnd is the Municipalir_r- s main operating tund and a mcior
Bovernme[tal fund. as defined bebrv. used to account for rll financial resources and
govemmental activities. except lbr financial resources required to be accounted for in another
f'und. It is presumed lhit the Municipalit_v s govcmmental activilies have beeo reported in lhe
general fulld except lbr transactions for uhich one of the tilbrving compelling reasons has
required the use ofanothe. fund: (l) legal requirements. (2) GAAP requirements or (l) the
demands of sound tillancial adminislralion requiring the use of a govcmmcntal luDd other
than the Seneral lund.

Dehl se.vice fun.l - Th e dcbt service lirnd is a major govemmental frmd. as defined below.
used by lhe Municipality to account lbr the accumulation of resources tbr. and the payment
of. principal and interest fbr: ( l) bonds payable fbr which debt senice payme[ts are legally
:nandated to be accounted for in a debt service lund and/or (2) bonds payable or any general
long-lerm debt tbr which the Municipality is heing accumulating financial resources in
advance to pav principal and interest payments maturing in lulure years. During the tiscal
year ended June 10. 2012. the financial activity accounted for in lhe debt service fu'rd was
specitically related (o bonds and notes payable.

'fhe outstanding balance of general long-term debts for which debt service payments do not
invohc lhe adlanc€ accumulalion of rcsources (such as notes pa)able. obligations under
capital leases. accrued compensated absences. accrued legal claims and.judgments and the
Itdcral cosr disallouances) are onlv accounled fbr in thc accompanying statemcDt of nct
as\ets. fhc debt sen icc pa\ ments o f suc h debts are gcncra lly accounled lbr a s debl sen ice
principal anLi debt ser!ice inlerest cxpcnditures in the general l'und.

Speci l rupnue Junds - Ihe special retcruc lirnds are major.lnd non-major gorcn]meolal
lirrds. as dclined bcloN. rsed b) rhe Municipali$ 11) accounl lir reverrues derired liorn
granl\. contributions or orhcr rerenue sourccri lhal nre eirher sell'-resrrictcd b] thc
I',unicipalit) or lcSalh rcslricled b) oulsidc panies lir use in specitic purpo\cs (cxccpl tbr
rc!enucs lhal are eannarked lbr oxpenditures in nrajor capilal pi).jects $hich are accounted
li)r in fie capital proicct lilnds). Ihe ses afid limilations ol uach sp€cial re\enue lund arc
:pccilied by nrunicipal t)rdillances or federal and \tale slatutes. Ilo\rever. resources rcstrictcd
1() expc iture firr purposcs normall) financed liom thc general lirnd are reponed in the
Municipalily's genernl firnd providcd lhal all rpplicable leSal requiremenls arc appropriatelr,
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sillisfied- In this cdse. a specixl revenue fund to account for such kind of lransictions will be
used only if legally mandated.

. Capilal projeck Jurrds - Capital projects funds ffe major and non-major govemmental funds,
As deflned below. used to accoun! for the financial resources u\ed for the acqui\ttion,
construction or improvement of major crpital facilities and other assets. SignificAnt crpital
outlays finnnced lrom proceeds of general obligxtion. pubtic improvement or special
obligation bonds rccounted for also in rhe capital projects funds.

The use of the capitil projects funds has been reserved only for major capital rcqur\irion\,
conslnrction or improvement nctivities tha! \{ould diston fioilncial resources trend data if not
repo(ed separaEly from the other Municipality's operaiing acrivities. The routine purchirses
of minor capitalize assets (such as fumiture, olfice cquipment, vehicles and oiher minor
ccpitrl assets or improvemen$) hnve been reponed in the -qovemmental fund from which
financicl resources were used for the payment.

The lbcus of the CFFS is on major govemmental funds. which generally represent the
Municipality's mos! inrportant funds. Accordingly. the Municipality is required to segreg e
govemmental funds berween major rnd non-major calegories within (he GFFS. Major individual
govemmental funds xre reponed individually as separate columns in the GFFS. while data from
llll non-mirjor govemmcntal funds are aggregated into a single column. regardless of fund type.

By definition, the Municiprlity's general fnnd is always coosidered r major govemmental fund
ior financial reporting purposes. Il addition, afly other govemmenral fund is classified ts i tn:rJor
govemmental fund in lhe GFFS if its tolal assels, lirbilities, revenues or ei(penditures of that
individual govemmental fund rre at lerst l0 percen! of the conesponding element total (assets,
liabilities, revenoes or expenditures) tbr all govemmental funds. Forthe purposes ofapplying rhe
iforementioned major fulld criterix, no eliminations of inter-fund balances h:rve been made.
Total revenues for these pnrpoj€s means all revenucs, inc,uding operating and oon-operiting
rcvenues (net of allowances fbr uncollectible accounts). except for other financing sources. Total
cxpendhures tbr these purposes meitn all crpenditures. including operating lnd noni)pcriUng
crpcnditures. except for other finrncing uses.

Based on the afbrementioned crireria. rhe Municipalily \ major golemmental tlnds reponed in
the rccomprnying CFFS flre: (,) gcncral fund,1l) deb( scrrice litnd, (l) communi(y dc!clopment
bbck srant fund. ilnd (.1) state assignmcnts fund.

The state xssignmen! fund i\ a mrjor crpitil projects fund uscd maioly io accounr tbr grant\ from
the \tate lcgislature for use in rhe acquisition. construction or improveme[t of mrjor crpilxl
ficilities and isseis.
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Ihe communi$ dcrelopnrenl bkxl lrrant liurd is a major capiral projecls tinld used mainly to
account li)r {rants receilod tiom the [J.S. Depanme[t ol lhusing cnd lirban Development lbr
use i lhe :lcquisition. curstrucliot or impro\ernenl of nrajor capital asscls.

Ihe Nlunicipalit-v pe.iodicall) undcnakes a contprehensite evaluation of its l'und structurc to
ensure lhat complies \rilh all aspects lhat lre of imponance k) use.s oiqeneral purpose extemal
ljoanci.l rcpons. Corsequcntl\'. all supcrlluous funds and sonre internal filnds currenlly scd b].,

N'lunicipalir) in thc da\-to da) ilccountinlr procedurcs harc not bcen rcpoded as indiridual
eovcmmental tinlds in the accompa[]ing fund llnancial slalemellts. Accordinc]y. the
atcorrrpanring lu[d llncnciil .tatcment. in.lurle rrnlr thc rninirnum nUn]ber ol'lunds coD\ist('nt
\!ilh legal rnd operalinlr requiremcnts and. consequenrl). cenain llpes of similar intemal iinds
have bcen conbined inlo single linds in theaccompanling ftlnd finlncialslatements.

Ihe accornpanr_ing Clif S are accompanied by olher statenlents and schedules required by CAAP:
(l)lhereconciliationoflhebalanccsheet go\,ernmental lirnds lo thc statcmenl ofnet assets. and
(l) lhe reconciliation o[ the slatcnrcnt of revenues. c:\pendirrrcs and changes in lund ba]ances -
!orcmmenlal lillds lo lhc \lclement,rl't.tititie..

Measuremen, Focus ttnd Btsis ofAccounting

Government-wide financial statements Ihe accorrpanying CWFS are prepared using the
economic resources measurcment focus and the accrual basis of accounting. Subject to the
addilional rules and limitations dctailed bebN. relenues (including inrerest on deposits) are
generall\ recordcd $hen earncd and expenses arc gencrally recorded $hen a liability is incurred.
regardless ofthe timing of related cash llows.

All revenues. cxpenses. {ains. losses. asscts irnd liahilities resulting liom e\chanSe aDd e\chaDge-
Iike traDsactions arc gene.all) rccorded $hen lhe exchange lakes place. ln exchange lranscclions.
cach pa(! to lhe transaction rcccives and givcs up essenlialll cqual values. An exchange-like
lransacti()n i\ one in r!hich there is an identitiable c\chanSc and lhe ralues exchanged. though
rclatcd- ma) not be quile equal. Nc!crlhcless. thc e\chanee charactoristics ol lhe e\change-like
tr:rnsaclion are slro g crlough () jusli[ treating it as an erchange lor accoonting purposcs
(c\anrples include cenltin chrtrg!.s lor sen iccs :rnd mi5ccllalcous re!enues. lhich are rccordcd as
rc\cnucs \rhcn collccted becausc ther iirc generirlh not mcasLrrablc until actuall) flrcci!ed).

All rc\eoucs- e\penses. uains. losses and assets rcsuking liorn non-c\change rransacri(,ns rrc
rccordcd uring lhe crilcria \ct lonh h) (iASl1 Slalcmcnt No. ll..lrLltotti'tg,nl I.otttntntl
llqDttiux./b \irt-trchu'txc /,1r,.\r./nr ((;ASR No. .li ). CASII No. il esrahlished accou,rri u
and reponing \landards li)r non,exchange transacliols inrolring cash and financial or crpilal
rcsourccs (li)r c\amplc. most ta\cs. grtnls itDd prirate donalions). ln a non-exchangc trans.tetion.
the Municipalit\ 8i\cs {or relj€i\es) raluc \!ithoul dirccllv reccivinS (or giring) cqual value in
rctLrrn. Ihis is diflarerl lionr an e\change transaction. in \hich cach panv receives and gives Lrp

esscntiall] equal ralucs. According b (iASB No. -1i. lhe Municipalil]- groups its noD-e\change
lraD\acli(nl\ inlo lhc li)llo\rin! lbuI classes i lhe ccolnpan)inq brrsic linancial rtarenrcnrs:
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(a) dcri\ed lax rerenucs. (b) imposed non-erchanqe rercnucs. (c) solemment mandatcd non-
crchange transaclions. and (d) \olunlar)' non,c\change rransactiorrs.

In the case ol-deri!ed ta\ reveoue tronsaclions. $hich rcsult liom itssessntents lhe Municipalil)
placcs on c\chansc transrcliLms. receivables and relenucs are recorded Nhcn the underl\ing
eruhlnge hrs,r..urrrd.

ln the crse ofimposcd rror'cxchangc re\cnue lransaclionr (su.l) as prcpeq t.xcs anJ municipal
licensc ta\es). \hich resuh liom assessmcnts lnade b) the Municipalil) on nongo\emmcnta,
entities. including indi\'idurls. orher than asscssments on e\chanEe transaclions. receirables are
generally recorded in the pcriod $hen an enlbrceable lcgal claim has arisen. Property la\es and
municipal license are generall) recordcd as revenucs (net ofamounls considered noi collectible)
in lhe fiscal )ear when resources are required to be rsed or the first flscal year lhat lhe use ofthe
rcsourccs is pefinilled,

Covcmment-mandated non-e\change transactions (such as granls and contributions) result l!hen
a govemment at one lelcl (such as the ledeml or state goverflmenl) provides resources lo the
Municipalify and the provider govcmment requires the Municipalir)_ lo use those resources fbr a

specific purpose or purposes cslablished in dle provider's enabling legislation. ln these lype of
lransactions. receivables and revenucs are generall) recorded \'"hen all eligibility requirernents
irnposcd by the provider have been met. For lhe majorily ofgrants. the Municipalily must e\pend
resources on the specific purpose or project befbre th€ provider reimburses any amounts.
Revenue is. theretbre. generall) recogniTed as qualifying reimbursable e\penditures are incurred.

VoluDtan non-exchange lransactions (such as donations and certain grants and enlitlemenls)
result from lcgislative or contractual agreements. other than e\changes. r|illingl! entered into by
hio or more panies, ln these l\pes of traDsactions. rcceivables and revenLles arc gcncrally
accounled [or in the same manner as go\ernment-mandaled non-exchange lransactions discussed
above. Events that are neilher e\change nor non-cxchange trxnsactiots are recorded $hen il is
prcbable thal a bss has heen incurred and lhe amount of loss is reasonabl) cslimable. Receipts of
anr .pe ofrevcnue sources collecled in adlance lbr use in the li)llo\\in{ tiscal \cxr are recorded
as delerred (uDe.rmed) rc\cnucs.

According to GASB No. 1.1.nll Scneral capital assclsandtheun- aturcd long-tcrm liabilitiesare
recoftled onl) in thc accontprn\ing shleDrent ofncr as\e1s. 'l he measurement fircus and the basis
ol accounting ured in the rccornprn)ing (jWliS d;ller riSnilicantl) liom thc nrcasurement tbcus
and b sis oi accou ing urcd in the preparatior of thc accompanlin8 (iFFS. lhcrelirre. the
lccompan) ing (iljljs include recorciliations. as delailed in the accompan\ ing table ot colltents. to
boller idcnti,i the relation\hip bcl$ccn lhc (iWFS ard thc GfFS.

(;ovcrnmcntal fund financial statements Ihe accornpanring Clrl:S are reponcd U\ing lhL,
current inancial rcsources rreirsu.emcnt lbcus (ll(N! ol current llnancial rcsources) and the
nrrdilictl accrual basis of accountinB. Accordingll. tlre accontpanvin{ sralemcnt ol rc\cnues.
erpentlirures and chan,.:us in lund balanccs lo\crnrnonl.l lirnds. rcpons changcs in the anrount
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ai linancial re\ourccs lvaillble in thc [ear future rs ir result of triroractions xnd cvcnts of lhe
fiscrl ]err rcponcd. Therefore. revenues rre generally recognized as soon as lhey ilre both
Ncasurable and avitilable. Revenues itre considered rc be rvailable $hen they:rre collec(ihle
\\ ithin the current fiscal year or soon enoush thereatier ro pay litlbilities of the current fiscal year.
For this purpose, the Ilunicipalitv considers mosr revcnucs to br alaihble ifcollecred $ithin q)
days ifier June -']0. 1012. ercept ibr prop€ny raxes for $hich the avililabiliry priod is 60 dtys.
Rcvcnne sourcts not mcetine this ilvailability criterion or collected in tdvitnce are recorded ils
deferred l unavailable) revenoe\ at June -10. 2012.

The principal revenue sources considered susceptible Io tccrml include propeny ttxes. municipal
!iccnse tar(es, constructioo excise laxes, intergovemmental erants and contributions, interest rrn
deposits ilnd charces fbr scrvices. These principal revenue sources meel both measurability ilnd
avaihbili(y criterit in the acconlpanying GFFS, cxcep! tbr amounts recorded as deltrred
( unavailable) revenues.

In a rnanner similirr lo the GWFS, but subjecr ro nnd limited by the availability crileria discussed
previou\ly, all revenucs. cxpenses. cains, losses, assets xnd liabilhies resulling from exchange
and exchAnge-like trnnsrctions rre also generally recorded when the exchange lirkes place.
Accordingly, cenilin chilrgcs for services:rnd mi\cellaneous revenues are recordcd as rcvenues
$hen collected because they are generally not measurable until aclually received_

All revenues. crpenses. girins, losses and issets resrlting from non-exchange transacuons are
rccorded in a \imilar manner to (he GWFS, using the previously discussed crileria set forlh by
GASB No. l3 for non-exchange lranslctions, but subjcct to ind Iimited by the availabilrry crirL'rir
di\cussed above. Accordin-qly, prope(y tax and municipal license tax receivables xre also
generally recorded in the fiscal yexr when in enforceable legal claim has arisen while property
tax xnd municipal license tax reven[es (ne! of tnrounls considered no! collecliblc) are also
generally rccordcd in the liscal year when resources are required to be used or lhe first liscal year
thirt the use of the resourccs is permi(cd. Receivables tnd revenues from federal and state srants
llnd contributions. donirtions and entirlemcnts are itlso gcneirlly recorded when all cligibility
rcquiremenrs imposed by the provider hitve been met (gcnerally, fls qutlifying rcimhursable
c\pendrturc\ ilre jncurrcd),

IIterc\t on depo5its i\ rccorded $ h!'n cxmed only if collectcd \r irhin 90 dt]\ atier rh€ fi\cxl ycilr-
end \ince lhcsc rcvcnues $ould h€ cotl\idcred both met\ufthlc lLnd avxilable.

Prrr\uanl to thc provisi(nrs ol CASB Intcrprcrilrir)D No. 6. /l?(?,(ririrrr a\l .Vt1^urcDpnt tl'

6). iD lhe lb\encc of rn c\plicil rcquircmcn! (i.e.. rhe rbserrce of an applicablc modrfictti()n.
di\cu\sed bcb$) rhe Nlunicipality gcncrally tccrucs a sovcmmental lund liability aod an
rxpenditure (including salarics. protcssion.rl \crviccs. \upplies, urilitic\, ctc.) in rhe period ir)
uhich rhe soyernnrent incurs rhe lirbility, to lhlj c:(tenl lhxl thesc liilbilities are normrlly crpcctcd
tobc liqoidatsd in ttintely mirnncr and in full $ith current avtiLtble Iinancial rcsources. GASBI
No. 6 nrcditied the rccognition cnteril for ccrlitin c\pendirurc\ and lirbilirics repoacd under rhc
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rnodilied rccrual basis of accounling prior to CASB No. l.l. and claritied a number of situaliuls
in \!hich the \'lunicipalitl should distinguish bet*een uo\emmental fund liabilitics and general
long-term liabilities. -lheretbrc. 

the accompanying balance sheet - uovcmmental funds ucnerall\
rellects assets dlat \!ill be con.r'e(ed into cash to sittisl) current liabilities. Long-term assets and
lhosc issets thal nill not bc convcrled into cash lo satisl_\'cuftent liabilities are generalh nol
accounled lbr in the accompaoying balance sheet govcmmental lirnds- At lhe same time. long-
term liabilities (gcnerall_v-. rhose un-matured thar *ill not require the use of current llnancial
r!'sdrrccs to p.\'them) arc not accou ted lor in the accompanrin8. balancc shcct gore nrental
li"rds.

It4odifications Io the accrual basis oIaccounting in accordance !rith GASB No. 6 include:

r I'rincipal and inlcrcsl on bonds palable are recorded rvhen they mature (\\hen paymcnt is
due). erccpt lbr principal and interesl due on July l. 2012. which have been recorded as
qovemmcnlal fund liabilities at Jufle 30. 2012. which is the datc when resources are available
ir the debt service funds (gencrall). June 30).

. Notes payable aDd compensated absences are recorded onl, *hen they mature (\!hen
palment is due).

. llxecutory purchase orders and conlracls are recorded as a resenation off'und balance in the
GHrS.

'Ihe nreasurenrent locus of the (;FFS is on decreases of net financial .esources (expendilurcs)
rathcr lhan expenses. Mosl cxpendituaes are measurable and are recorded \lhcn the related
governmental fund liabilit) is incurred. Allocation of cosls. srrch as depreciation and
amorlizalion. are rccorded il) thc accompanling statemcnt ofacrivities. but are flot reco.ded in the
accompan)ingG[:FS.

I) Slewo lship, Comlrlilhtt! md AKounrabiliO

Budqetrrv Control

Acco.ding to Act No. 81. thc Malor anrl ils Adminislrati\c ( ahiner prepare ann(al budgets each
tijcal \car lbr thc N|unicipalit) ! general lund and debr r€nicc tirnd. Such legally adopred
budSets arc bascd on e\pccted c\penditures b) proSranr and estimared .esources b) source. -Ihe

annual hudsets are dcrclopcd using clcmenls ol- perlbnnarce- based program budgeting and zerc,
ha\cd budgclinS. a d include e\timatcs ol-re!enues and orhcr rcsources Ior lhe ensuing ll5cal \car
rrnder laNS and rclrLrlalions cri\ling at lhe tinre the budgcts arc preprred.

'Ihe Ma\or rnusl s b it. tbr each llscal \'cnr commenciolr on JLrl_"- l.:rD annual bud8eury
rcsololion proj€cl (the I'rojccl) to the Commissiimer ol MInicipal Aflhirs ol lhe ( omnrolr$eatth
(lhc ( (rnnrissioncr) and thc Municipal l-cgisldlurc ro larer rhan lhe immcdialely prcccding
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llay l0 rnd trlay 15, respecrilcty. The Commissioner preliminarily lerifies thar rhe projecr
conlplies t! ilh all the ilpplicable laws and regultrions itnd mry provide conrments and suqqesrrons
lo rhe }layor on or belbre rhe immediately p.eceding June Ij.

The Nlunicipal Le,{islature has l0 br$iness days, up to the inmedirtely preceding June 13. to
discuss and appro\e rhe Projecr with modificirrions. The iuunicipal Legisi ure m;y imend rhe
budects submit(ed by rhe ]vlayor but may not incre:rse any items io far ri cause a deficit rvithout
imposing raxes or iderrifyine other so rces of re\.enue to cover \uch deficit. ,,\tier the \Iunicipal
Lcgislature modifies and preliminarily approles the projcct. the modified proJect is senr back to
the llayor for his approval or rejection wirhin 6 days. The Mtyor may decrease or eliminare any
line item but may not increase or insen any new line item in the budgets. The Mayor may also
!eto the budgets in their entirety and retum it to the Municipal Legislature with his ;bjccrions. If
the Mayor rejects the Project. rhe Municipal Legislalure will have up to 8 days to adopt or rcject
the recommendations or objections of lhe Mayor. The approved project is sent again to lhe
Mayor, \ehich then would have -'l days to sign and approve i!.

If lhe budgets are not adopted prior to rhe end of the deadlines retirred to above, lhe annual
budgets lor rhe preceding fiscal year, as approvcd by the Legislature ind rhe Mayor, are
rutomarically .enewed for the cnsuing fiscal year until the Municipal Legislature and the Mayor
approve new budgets. This regulttion permits rhe Municipality to continue doing payments for irs
opemtions and orher purposes until the ne\u budgets a.e approved.

The annMl budgets may be [pdared for rny cstinrate revisions lrs well as fiscal ycar end
encumbrances. and may iDclude any addirional information requested by the Municipal
LcSislature. The Mayor may request subsequent amendments to rhe approved budetets, which are
subject lo rhe xpprovtl of rhe Municipai Legislarure.

The Municipality's Depanmenl of Finance rnd Budget has the.eiiponsibility to ensure lhat
budgctary spending control is maintained. For {jay-today mana-qement control purposcs,
cxpendirures plus encumbrances may not erceed budseted amounts at the erpenditure-type level
of eirch cost cenler (activity \{ithin a pro{ram wilhin a iund). The Mtyor may transfer
uncncumbcred appropriarions within progrim\ withrn fLlltds. Thc i\lunrcrprri Lcgi\lature may
lrrnsler amounts emont prosrams within and rmong funds.

The lcgal le\cl of budcerrry control (i.e-. thc le!.'l lrwhichc pnditures may not lcgally cxceed
rppropriation) is rt the lirncrion/progmm lcvcl (general govcmmeni, urhan rnd eronornrc
developlrent. public saFcly. heitllh rnd \anitlrion. culturc. recreition rnd educitrion. and public
housing:rnd $elfnre) \vithin .r tund.

Under the laws and regulatiors of rhe Common\realth. rhe nppropriations made lbr any fi\cal
year \hall not crceed the iotal re\.cnuc. including avitilablc surplus. estinmted lbr said fiscill yexr
unless the ir)rpo\ition of taxes suffici.nt o covcr said rppropri ions is provided.
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Budsetarr AccornriD,

'Ihe Municipaliry_'s annual budgels are prepared using lhe budgelu).*. (slalurory) basis of
accounling. $hich is not ilr accordance $ilh GAAp.

According to the budgetar-v basis of accounring, re\,enue is gererall! recorded when cash is
rcceiled. Short-term and longterm borror\ings mav be used to tinioce budgetarv cxccss of
expcndituacs o\ er rer cnues.

lhe Municipality uses encumbrance xccounting to record the lill amount of purchase orders,
contracls and other commitments of approprialed resourccs as deduclions tiom tie appropriation
prior to actual expendilure. ln rhe govemmenlal lunds. encumbrance accounring is a signiticant
aspect of budgetarv control. Accordingl!. cxpendilures are generally recorded irhen the related
erpenditure is incurrcd or encunrbered. Availablc appropriations and encumbrances are
established to lapse one llscal vcar alier the end oflhe fiscal )ear. Amourls rcquired setlling
claims and judgments against Ihe Municipalit). and certain other liabilities. are not rccognized
urtil lhey are encumbered or otherwise processed lbr payment. Unencumbered appropflati.rns
and encumbrances lapse at fiscal ycar-end. Other appropriations, rnainly capiial projects
appropriations, are continuing accoults for rvhich the Municipal Legislature has authorized that
an unspenl balance liom the prior vear be carricd fonvard and made available for currenl
spending.

_[he 
accompanying budeletary comparison schedule general fund and lhe budgetary comparison

schedtle debt service fund provide int'ormatbn about the general and debt service tirnds.
original budgets, its amelldmenls. and the actual results ofoperations oisuch major governmental
l'unds under the budgetary basis ofaccounting for the llscal year ended June 3b.2012. funher
d€tails of lhe Municipality s bud8erary control al the legal level nray be oblained tiom rhe
Budgetar) Liquidalion Rcpon for the Iiscal )ear endcd JLrne 30. l0n. which is prcpared by rhe
N4unicipality's Depa(mcnl of Fimncc_ Copics ofthat repon may be oblained b1.$ritingto rhe
Municipalily's Djreclo. of Finance.

[]ecause accounring principles applied lbr lhc purposes of lhe dercloping data on a budgetan
hasis diller \ignillcantl), liom lhosc Lrsed 10 prcsont lhe {o\ emntenral fiind ljnancial staternenrs rn
conformil! with CAAI). a rcconciliatim ol the dillirences bet\lcen lhe qencral and dcbt serricc
li'nJ' h drclr+ hx\c\ :urJ (j\Al, r,Jlurl .rrn,runrs.rre prusrntuLJ ar rtrc ironom .,t rhu re.necrrrc
budBctary comparison schedulcs.

U,trestictel unl Resticttl Deposi$

Ihe Municipality s deposits are composed o[ dcnland deposils in commcrc;al banks anri rhc
(iorcrnment Devekrprncnt llank li)r Iruc(o Rico (fiscal aSent).

l-lnder the laws and rcgularions of rhe (bmmonNeahh. public linrds deposjted h\ thc
Mtlnicipnlir) ill commercial banks r])usr he lirll_t- collatemlized lbr thc amounls dcpositcd in
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e\cess of fie taderal depositon insurance generillly provided b, rhe Fcdcral Deposits Insurance
Corpordlion (FDIC). Asents designated by the Commonweakh.s Secretarv of the Treasurv. but
not in the lvlunicipalir)'s name hold all securities pledged as collateral.

Cash in fiscal age[l in the debt service fund consists ofcash related to propen!.. rar collections
amounting to $2.611.1 I7. which is reslricred lbr the pa\menr ofrhe Municipaliry.s debr sen.icc.
and intergov€rnmental contributions receivcd liom the Common\realth of pueno iico.

Restricled cash in cornmercial banks, amounting to $7.029.655 represents mainly rhe balance of
interest and non_interest bearing accounts restricted to linance the operations oicenain ferreral
and stale funded lederal arvard programs.

h) Unra tiued und Rettrided Accounrs Receivahle

Accounts.eceivable consist ofall re\enues camed but nor collccted at June J0.2012. I.hese
accounts receivables are stated n€t of estimated reserved fbr doubtful accounts. which are
delermined based tlpon past collection experience, historical trends. current economic condilions
and the periodic aging ofaccounts receivable.

Activiries among govemmental lunds that are representative of lending/borrorving arrangements
outstanding at lhe end ofthe fiscal year are relefied to as ..doe to/from orher funds.r.

Pursuant to the provisions of GASB Statemenl No. i8. & e: unl pledges tf Rec.eivublc: aruf
Funre Rctenues oJ h rd-Entity Trnnxfers ol- _,t.rtets untl Ftture Re|en es (CASll ,18),
lransactions in \\,hich lhe Municipaliry is willing to exchange an interest in its expected future
cash flows ti'om collecting specillc receivables or specillc I'uture revenues for immedjate cash
palmenls, generally. a single lump sum are either regarded as a sale or as a collateralized
borrowing resuhing in a liability depcnding on ils continuing involvement wilh lhose rcceivabtes
or future revetlues. Accordingl),, a tmnsaction rvill be rcpo(ed as a collateralizcd borrowi,rg
unlcss the crileria indicating thal a sale has taken place are met. If it is dclermined lhal a
transaction invol!ing receivables should be repo(ed as a sale. the dillerence bet|een the csrrlillg
\alue of the receivables ind rhe proceeds should be recognized in the period of the sale in the
accompanlinq Statenrenl of Acririrics and Statenrent oI Revenues. E\penditures and Changes in
liund Ualanc€s Colemmenral tirnds. lf it is dctermjned thal a transaction involving i.uturc
r(jlenues should bc rcported as I sale. thc re\enuc is delEned and amonizcd. exccpt Nhen
specilic critcria are rnet.

Ctpital Assets

Capilal assels uscd in Sovernmental acti!ities inclLrde tand ard land improvements. buildings.
slruclures and building improvements, machinery and equipment (including equipmcnl held
nder capital leascs). lirnrirure and fixrures. licensed vehicles. conslructio; in progress. and

inliaslrrcture. 'l hcse asscts xre capilalized and rcponcd in the accornpanving staiement of net
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r\sars. hlliilstnrcllrre a\sers xre rcnerxlh strli(nran in nature and include roads. bridser- srrecisIrd \tJclrJlks. driinrse .\ stcm\ il d (,lh(r ri II.lr r!5cls.

For financial rcponilrg purposes. the Municjpalit! def.incr capilal assers as xssets \\ilh tn
indiridualcosr basis of$500 or more al the dat!,ofa;quisirion. cdrstruction or irnfrorenrcnr. andnith uscl'ul lircs e\lendine be\oDd one \ear. All asseis rrirh inrliridual costs undlr $500 or rirhu\cfrl li\cs not t\ceeding onc \ear. are chargcd direcllv to e]ipense in the gor:crnrncn t_r idc
\rntcmenr of tctivilies ln lhe so\!,mnrcnlal firnds. all capital asscls are re;).drd ns capilal
outla]s (e\penditures). $hilc all assers rrilh indi\,idual ;osts under $500 flre recorded as
expenditures in the correspondilrg function/program identilied with rhe asset.

ln the stalemenl ofnet assets. all capital assets are recorded at cost or eslimated historical cost if
actuol cost Nas unavailablc. e\ccpt ibr doratcd capilal assets. \\hich are rccorded tl their
estimarcd I'air!alueal rhe date ofdonalion. Eslinrated historicar costs based on deflatcd current
cosls r\ere used b ralue a siunilicant portion olthe infrastructure constructcd or acquired prior k)
June i0..2001 and certain lands. buildings. struclures and buildjng impro\emenrs. l.he method
used to dellate rhe current costs \\.ith an appro\imate pricc indeisas uscd only in rhe case ol
cenain irems ior *hich the historicar cost documentaiion $as not avairabre. Actuar hisroricar
costs !rere used to value rhe inlrasrruclure acquired or corstructcd aticr June 30. 2003 as wcll as,
conslrlction in proSrcss. machinerv tnd equipment aDd liccnsed vchicles acquired prior or alier
such dare-

Maior outlays for capital assets and irnprovements are capitaljzcd ir the slaiement ofnel assers as
proJects are constructed. -l'he 

costs of normal nraintenance and repairs thal do not add taluc k)
the assel or male.iall! crleDd capilal assct lives are nor capitalized.

Deprcciation and amortization expense is recordcd onN in rhe gorernmencride slatement of
aclivitios. Ho*e\rer. thcre is Do dcpreciation or atnoniTalion rec.rdcri l-or land and constnrclion
rr .proSress. I)epreciable capital assels arc generalh deprcciated or amonized ovcr their
estiuatcd usef'ul li\es undcr the straight line melhod. e\cepl lor ntachiner) and equipmenl hcld
under capital lcascs Nhich is dcprcciated ovcr the shoner ol its cslimalcd uselirl lil:e or rtre lease
lcnn. I he cstinated usel-ul lircs ol_major capital asscl calcgories arc:

Y€ars

:0
]0 n) 50
:o b 5r)

5

5b20

l-and improrcrncnls
lloildiDqs. slruct rcs a d building imprLrremenrs
lrriiiilrucnrre

|umiturc. Ilxtures. nrachincry nnd rquipnrent.
c\cl ding those hckl uDder capiral tcases
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I)eprcciation and amonization c\ponse of capital assets is recordcd as a direcl e\pensc oI lhe
tirnction/prorrram spccilicall) idenlified $ith lhe assct. Dcpreciation and amonizarion oi
illli?structurc is noi allocaled to \arious tirnctions/programs but reporled as direct e\penses ofthc
urban inJ ecL,nonlir der(lopme[t tunction.

Delerre.l Rerenues

In rhe CFIS. deterred revenue irrises rrhen one oflhe lbllo\\ins silualions occur:

. Potential revenue does not mcel both the..measurable.'and..a\ailable-'criteria for revenue
recogDition in Ihe current pcriod (reponed as e nte.l btt ttor\liluhte r?r,ernr?,. in the
accompanling balance sheelgovernmental fuDds). As pre\ioush.discusscd. available is
detined as due (or past due) ar June t0. :012 and collcclcd rvithin 90 days (60 days ,b.
prope(y t&\es) lhereafter lo pa_"- obligations due at June j0. ln subsequent periods, wlren
both crileria (measurable and available) are mct. the liabilih for del'erred rcr.enue is removcd
aod revenue is rccogniTed.

. Ihe Municipality receives resources before it has a lcgal claim to them (reponed as
''u eurned re\'e u! io the accompanling balance sheelgovernmental firnds). ln subsequent
periods. rvhen the relenue recognilion criterion is met. the liability for deferred relenue is
removed and revcnue is recognized.

Delerred revenues at the governntcn!*ide le\,cl arise onlv llhen rhe Municipalio reccives
rcsources betbre it has a legal claim to them (reported as uneurnetl re|cnue.. io tl-te
accompanving stalemenl ofne1 assels). No eurnel hur uuyuifubls /cr,.,r,/e isaccounred lbr in
the accompanying statement ofnet assels,

Comp e n !;ale.l A bs enc es

Compensated abselces are accounted fbr under the provisions of Slatemcnt No. 16. tc.lrtitin,<
/ir ( onryensurcl .1h*r(.ss. issued b\ (;ASB (CASI] No. l6). (ompensated absences irclude
paid time otl' nrade arailchlc to ernpltxccs in conncclion \\ith !acation. sick lea\c and
ljomp.nsaton 1imc. The liabilil\ li)r compcnsated absences rccorded in the accornpan.rrn!
srcrc renr of nct assets is limired to llave that: 1l ) is allrihurable Io scniccs alread\ rcndored on
or bctarc Julle ]0. l0ll rnd (l) is nol contin{ent on a spccilic c\,ent lhat is oulside tlie control ol-
rhe Municipaliry and the emplo\ec (such as illncss). Compensared absences lhar relatc to tirlu.c
scn iccs or are conlingcnt on a \pccific cvcnt ourside thc conlrol of rhe enlpl(xr.r or the empk))ce
are accounted lbr irr the pcriod Nhen rhose scrvices are rendercd or lhose $ents takc place.

lhe liability lbr cornpcnsatcd abscnccs includcs salarl-rclarcd cosls. !rhich arc direclly:lnd
increme[tall] related lo thc amou lofsalarlpaid()rheemplolcc(suchasenrployer'ssharcol-
social securitv ra\es and lvledicare laxcs).
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l_he \acalioll polic) oflhe \lunicipalitl provides tbr lhe accunrulilion ofregular \auariurs at a
mle of 1.5 dals per moolh (10 LIats p.r fiscal) ear) per emplo\ec. F)nplo\ces_accumulate regular
:iick leave at a rale of L5 da\s per monlh (lE da)s pcr fiscal )ear). Emplo\ecs accumulate
compe0saton lime tlt a r e ol l.5 times lhe overtime $orked. All vacation and sick leale da\.s
accumulrled b\ emplo\ecs in cxcess ofj0 dals.lnd 90 da)s. resp€ctiveh,. are paid b entplole;i
cach liscrl )ear. ifnot consumed. as rcquired b) la\\. ln lhe case of compensalory time. the
o\cesi oflJo hours is paid () emplo\ces cach liscal 1car. ifnot consurned.

t-lpon tenninalion ofcmpkrr menr. an cmplovee receires compensatior lbr all accu ulaled unpaid
rcgular vacation leave a1 rhe curreDt rare. ln the case of rcgular sick leave. iflhe emplo)ee
lerminales his or her ernplo\'nrenr befbrc rcaching l0 lears ofsenices. such regular sick leave is
llot paid to lhe emplo\ce, if not consumed. ln addition upon rcrnrination oa cmplolmenl. an
emplo\ee does not receive compcrsaljon lbr compcnsatory lime. if not colsumed pr;viousl\,.

After I0 \ears ofservices. any reSular sick lea\'€ balance is paid to the employee. Accumulalcd
rllrarx,n lime i\ tulh !(sled t(, the cmpl,,\ee rt an) tirnc.

Iheliabilil_vforcompensaredabsencesisreponeditlreslatemcnrofnetassets. A liabilitv lir
compensated absences is rcported in lhc CrFS only rvhen matu.ed (when payment i! duc;. ti,r
(\ample. cs r re\ull ,\f(rnpftry<e rrsignrrionr or r(lirellrent\.

Longlerrn Dehts

'lhe hng-term liabilities reported in the accompanying statcmenls of net assels includc the
lUunicipality s bonds patablet noles pa)able. obligations ulder capiral leases, accrued
compensalcd abscnces and accrucd legal claims and.iudgnlents.

All l()ng-lerm debts to be rcpaid liom go\cmmenlal resources is reponcd as liabilitics in 1lr
acconpanving slalcmcnl o[Det assets. l]riicipal and iltterest pa]ments on bonds due on Jul] l.
2012 have bcen recorded as gorernmental l'und liabilities in the (iliFs \then resoirrccs \\ere
a\ailable iDlhcdebt scr\icc tund(Jonc'10. l0l:). Inthe(jtitS. lhe tirce arnount ot-debt issucd
(gross debl rcpofled) i\ reponcd rs orher tinaDcing sources rrhcn issued.

ln thc (;WlrS debt issuancc cosrs hare hccn capiralized and rcponed as dctt ed charges. uhich
arc being arrronizccl uDdcr thc \traiuhl linc merhod o\cr lhe litc ol lhc doh. tn thc (il:tjs. such
colits arc rccorded as e\pendilures as ircrrrcd.

litr non-interrst bcaring noter pa\able lhc yunicipalit\ has rccordcd sLrch nores t prcscnl \aluc
!\ilh an imputed intcresl rate thal tppru\imatcs lhc rale that \\ould ha\e bcen uscd. usin8 lhe
\nrre llrnrs ard conditiu)s. il il had becn ncgoriared b) aD irdcpendcnr lcndcr. ln rhc
xcconrpan\ing slatcmeDr of nct asscls. such notcs pa\ablc are rcfx)rled r)cl ol'thc applicable
unrmortizcd discount. \,'hich is the dil|rencc bct\rcen lhe prescnt \'alu€ and lhe lirce annnll ol_
lhe r)ot!.s. Ihediscounrisann)ni,,cdo!errhelilcot the noles using tfic olfricrire ilrtcrcsl nterln)d.
Anxrrlizrtion ol-lhe noles disconnt is recordcd a\ pnfl ol intcrcrl expense in lhe shlemenl ol'
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activilies. ln the GFFS. noles discount is recognizcd as olher iinancing uses during rhe current
period.

,n) Leases

The Mrnicipality classitles;ts leasc agreemenls either as operaling or capiial leases obligations.
Capital lease agreements are genemllv non-cancelable and invoive substance over lbrm. Ihe
transfer of substaltialh all benelits and risks inherent in the o[nership of (he leased propert_v,
$hile operaiing leases do not involve such translir. Accordingl). a capital lease invol\es rhe
recording ofan asset and a related lease obligation at the inception ofthe lease. The Municipality
classifles a lease agreement as a capital lease ifat its inception the lease meels one or more ol.the
following lbur crireria:

. At the inception ofthe lease. the present value ofthe minimum lease payments, rvith cenain
adjustments. is 90 percent or more ofthe estimated fair value ofthe leased prop€rty.

Allhough the Municipaliry is prevented legall], from enterinS inlo obligarions e\tending beyond
one tlscal yea.. most capital lease agreements entered by the Municipality contain liscal funding
clauses or cancellalion clauses that make the continuation of the agreements subject Io future
appropriations. l,eases that meet at least one oflhe afbrementioned fbur criteria. and have a fiscal
Iirnding or a cancellation clause. have been accounled for as capital leases in the accompan) ing

CWFS. since the likelihood of inroking the provision is considered remole. The Municipaliry s
lease agreements do not include coDtingent rental palments or escalalion clauses.

ln the (;WFS. lhe obligatior under capital leas€'s is recordcd al rhe lesscr of the estimatcd fair
\alue ol_ the lcased propcrl\ or the prcsent value of the minimum lease pa!monts, excludinS an],
porlion repr€senlinq cxecubr co5tr and protil thcrcon to he paid hv the lesser. A portion ofeach
minimum leasc pa!m€nt a! allocated n) iDtcrcsl €)iperse and the balance is applied to rcduce the
lease obligation usinE the tjlfecrivc inleresr mcthod.

ln the CFFS. Ihe net present value oflhe minimum lease pa\ments at the inception oflhe capilal
lcase. il applicable. is rccordcd sirnultaneousl) as: (l) cxpenditures and (2) other financing
lources. Minimum lcasc palments are rccorded as expenditures in thc (;liFS.

By the end of the lease term. ownership of lhe leased property is tmnslerred to the
Municipalit).

The lease agreement contains a bargain purchase option.

'I he lease tenn is subslartially equal (75 percent or more) to the estimated useful lite of the
lcased property.
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,t) At0untingItr. Pension Cols

For the purpose oi applying the requircmenls of GASB Stalement No. 17. .lccruotrittg /irPe sitrt! h_r'Srute unl Loc.ul (i,tan ,rcnt t ?/.^r,rs ((;ASB No. :7). the Common\cahh is
considered to be the sporrsor oflhe Fl,nplolees Rcriremcnl Slstem ofthe Co\crnme r ol.lhc
CommonNeakh of Pueno Rico (ibrmerlr Ernplol.ccs Rcriremcnt S\slem ofthe Co\ernmenl ot.
I\crto Rico and Its Instrumenlalilies) (FR\, irnJ S\srenr lUtjo. a inu lrr_emplo.r er cost_sharing
detined beneir pcnsion plan.tnd a h)brid dcfincd coniributidr plun.,espccrir"iy. irr \lhich thc
cmplolcesoflhe Mmicipalir) participarc. I he Municipalir) is considered a panicipanr. and nor a
sponsor. ofthese retirement s\slems since the majorit) of thc participanls in lhe afbremenrioned
pension trust furds are enrplo\ecs of rhe commonwealth ind (he basic flnancial slatcmenls or'
sLrch reliremenl s\stems are pan of the linancial repo(ing enlilv oi the Commonrvealth.
Accordingly. no ponion olthe ncl pension obliration (NpO) related to ERS has been allocared lo
lhe Municipaliry in the accornpanr'ing basic financiar slaremenls. Ihe basic r'ina,'ciar sratemcnrs
ol_lhe Conrmonrvealth report the knal amount of the nct pension obligation of ERS. ircluding any
amount that may corrcspond to the Nlunicipajiry. -Ihe 

Municipalitr', accounts lbr pension;osrs
from the standpoint of a parlicipant in a multiple-emplo)er cost-sharing plan. Accordingl].
pcnsion cdsts recognized ir thc accompanying basic financial statem;ts are equal to the
slatutorily required contributions. \\ith a IiabiliR recorded fbr an) unpaid required contributions_

tr) Risk Ma agement

Ihe MunicipaliSr carries commercial insurance covering casLlalty. theft. Iort claims and othcr
losses. Iosurance policics are nego(iated b) the Common$ealth's Depanment ol. Treasury (the
Ilepartmcnr of Treasury) on bchalf ol all municipalilies of pueno Rico. fhe Departnlent of
Trcasrr! pays Ihe insurance premiums on hehalfoflhe Municipali6 and then as reimbursed each
Ilscal )car thro Sh mo[lhl) €qual paymerlts deducted tiont rhc Municipalit]. .s 

gross propenv ta\
colleclions madc bl rhe Municipal Rcvenue Collection Cenrer (..CRIM,.. b) irs Sp;nish
irctunlms). a go!emmcnral eDlit] r!'sponsiblc tor billing and collecting propeny taxes on behalf
of all monicipalilacs oll\e(o Rico_

Ihc lfuDicipalit) carries ansurirnce co\crare ti)r dcarh ard bodill irrjLrrics caused b-v aur(n ohilc
accidcnts. lhis inrurancc is oblaincd lhrough the Aulomobile Accidcnrs (ompensaLron
Adminirtration (A( AA)- ll conrponcnl unit ofthe Conrnonwealrtr. lhis insurance is compulson
lilr all licenscd rchicles Lrsed on pubtic ()rds and highwals in pueflo Rico lheannual prcniurn
applicablc at JuDe ll0. 20ll is $15 pcr licensed m(nor \chicte. Nhich is paid directt\ ro A(.AA.

Ihc Municip:rlit\ obrains \orkcrs conrpensation insurance corcragr: through the Statc lnsurance
Iund Corporation (SIFC). 0 ljomponcnl unit ol-lhc (innmonNea[h. lhis insurance colcrs
sorkcrs againsr irrjurics. disabilil) or dcarh bccaLrse ol-*ork or crnplo\ nrcnl-re lared accidents. or
bccause ol illncss sul]ercd as a con\cqucnce ol lheir emplolnrent. Workers. tornpensarion
insurance promiurns arc lso paid th(nrgh nr(Dthh dcducri(ms mide by (RtM ftom rhc
VU'ri(iprlrr\'' !n\, pr,,ncn\ ti\ .,rtuLli0 \.
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l he lVunicipalily obtains unemployment compensatjon, non-occupalional disabilily. and drivers.
insurance coverage lbr its emplo\ees through various insorance progmms adminrstered bl rhe
CommonNealth's Depanmenl ol Labor and Hurnan Resources 1D(iL). These insurince prolirarns
covcr rvorkers igains! onemplolment and provide supplementary insr,rrnce c..,verag-e fbr
temporary disability. or death because of $ork or cmplo!.mellt-relaled accidents or because of
illness suflred as a coisequence of their cmploymenl. Unemployment compensation, oon_
occupatidtal disabili!- and dri\ers' insurance premiums are paid directlt to bOL on a cost
rcimbrrsement basis.

The Municipalilv also obtains medical insurance coverage tiom several health insurance
companies fbr its emplo_,-ees. Ditlerenl heahh insumnce coverage and premium opriuns are
negotialed each year b! the Department ofTreasury on hehalfofthe Municipalilv. The currcnt
insurance policies hale not been canceled or lerminated at June j0. 2012. premiums are paid on
a monthly basis direclly lo the insurance company. In the pasl three veaN. the Municipaiity has
not settled claims that exceeded insurance coverage.

p) Fund Balances

On July 1.2009. the Municipaliry adopred rhe provisions ofGASB Srarement No. 5,1. Frlrri
Bdance Rcpofiing od Goternmentul Fund Tlpe Delinitions (GASB 54). which enhanced the
usefulness of fund balance informalion by providing crearer fund barance crassifications that can
be more consistently applied. 'lhis statement establishes tirnd balance classilications that
comprise a hierarch) based primarily on lhe extent lo which lhe Municipality is bound to observe
constraiots imposed upon r,re use oflhe resources reported in govemmental aunds.

Pursuant to the provisions of CASB 5-1. the accompanying GFFS report fund balance amounts
that are considered nonspcndable, such as lund balance assrciated $ith inventories. Other Iund
halances have becn repo(ed as restricted. committed. assigned. and unassigoed. based on the
relalive slr€ngth oflhe constraints thal control how specilic amounls can be spent. as descrited as
litllous:

.\uttpeniuhle - Represent resources that
legall! or conlractualll requircd not to
in!enlories. prepaid items. and k)n! tcrm
recei\able.

cannot be spent r.tldil) $ith crsh or are
be spent. including but not limiled n
balanccs of interfirnd k)ans and acco nls

b. R5tri(ted - Roprcsent rcsources that crn he sponl onh 1i)r the specilic purp()ser
5lipulated bf {ionstilLrlional prcvisions. e\lcmal rcsoLrrce providers (cxtemall-v
imposed b1 crerlitors or sraDlors). or through enabtinS legislation (lhrr is. legislalion
lhat crealcs a nc\! rt\enuc source and reslricrs its use). EUccti!elv. rcstrictions ma!
he charpud L,r lilicJ,rrl\ $lh lhc.or\enl ot'r,l,orrr.e proriLlers.
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c- (\r,ni e.l - Rcpresenl resourccs used tbr specilic purposes. imposed bv fbrmal
action of lhe Municipal s highesr level of decision making aurhoriry 1i'Iunicipal
Leqislature rhrough resolutions and ordinancesy a d can only be changed by a similar
law. ordinance or resolution.

d. - l$rgrrcrl Represenl resources intended to be used by thc Municipality ibr specific
purposes but do not meet the criteria to be classilled as reslricted o. commiflcd
(generallv c\ccuti\e ordcrs appro\cd b1 the \la1.or). lntcnl cao be e\presscd b) rhe
Municipal Legislaru.e. the Mayor or bj an ollicial or body ro which the Municipal
Lcgislarure delegales aulho.ity in conformit) r!ilh the Autonomous Mrnicipalilies Act
of Pueno Rico. as amended. In go\emmental funds other than the gen€ral lirnd.
assigned tirnd balance rcpresents the remaining amount thal is nol restricted or
commifled.

e. Undttig td Represent the residual classilicalion for the Municipality.s geneml firnd
and includes all spendable amounts not contained in the other classificati;rs. ln other
lunds. lhe unassigned classiticalion is used only to report a delicil balance resulting
Iiom overspendi g lbr specitic purposes tir which amounls had been restricted.
commifled, or assigned.

Negative tirnd balarce amounts are assigned amounts reduced to the amount that will raise
the fund balance to zcro. Conscquenlly. negalive residual amounts in restricted. commitled
and assigned fund balance classificalions have been reclassified to unassiBned fund
balances.

'Ihe Municipality reports resources constraincd to stabiliration as a specified purpose
(restricled or comm;ted fund balancc in the general fu'rd) onl) i1': ( I) such resourc;s mcel
the other criteria for rhose classifications_ as described above and (2) the cjrcumslances or
condilions lhat signal the need lbr stabilization are ideolifled in sulficient derail and are Dot
cxpecled to occur roulinclr. Ho$evcr. rhe Municipalit], has not entered into anv
stabilizalion-like aranqenrents. nor has set aside malerial tlnancial resources lbr
cme.gencies and h s nol eslablished tbrmal minirnurn lund halancc nmounts as ofand fbr
the liscal \ear ended June 10. l0ll.

ln silualions \rhcn an c\penditurc. is made lirr a purpose lor Nhich anrounls aie a\ailablc iD
rnultiplc lirnd halancc clossificatiorrs. Ihe Municipalir) uses reslricted rcsources firsr. rnd
lhen unrcslri{ited resources- \\ ithin unresrricted reso rces. thc Municipalit} Scnerall!
spends commiltcd resources lirsl. lolk)lred by assj[ned rcsources. and then urassigncd
resourccs \rhen cxpenditures.

I he classificari()lr ol the Municipalil) s individu l go\emmenlal funds among gencral. debt
\cnicc. special retcnue and capital projecl lirnd tvpcs used in prior liscal lears for
lintncial rcponing purposes $as not allectcd b\ rhe inlplcmcrtalion ot (;ASB 51. ln
rddilion. lhe linancidl positi ls ttnd the resuks ofopcratinns rcponcd in lhe accompan\irg
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(lFfS rs of and fi)r rhc tlscal rcrr ended June 10. :0t: ha\c not bccn all.ccled ti)r lhis
chxr8c in accoLrnting p.ilrciplc. ,\cco.dingl!. the accompan\ing CFIiS ha\e nor reponed
an\rL'roacti\ereslatctn('nisorreclassificalionso tndcquilicsxsofJul-,.'l.l0ll.

q) htterfurul Actitities

Ihc \trnicipalir) has thc tirllo\\iDg t\pes of reciprocrl and non,reciprocal inlerlirnd acrivilies
recordcd lnrong gorcrnnrcDtal linds in lhc acconrpdnling CI:l S:

. IntebJ nd hrons Rcpresenr resources (asscts) pro\idcd b\ one gor.ernmenlal lirntl ro other
gorcrnme tal tin Nith a rcquire ent and co[]mitmenl lbr repa]ment (reimbursemcnl)-
\hich are recorded as l c /j1r " in rhc lender {o\cmnrental lirnd and lrra r0. in rhe
boffo$cr governmcnlal lund. lnter-tirnd receilables. $hich tre not considered rc be
currcntl)- available llnancial resourccs, are rcported as ix&r,..dr.,. Ii)r amounts not
e\peclcd ro be colleclcd. inler,lirnd reoei\,ables/pa\itbles arc reduced to lheir cslinlatcd
rcalirable (serlement) r'alue. and the porlion ofthe iDter-lirnd k)an thal is not erpccted to bc
repaid is reponcd as a //ar7.ri|"r, liom the govcrnmental lund thal providcd the loan.

. Inler-funtl truhsfen (lnnsfe6-ir/@ut)) -Represert flows oIasscts (permare[t reallocation
of llnancial resources among go\emmental tirDds) \lithotl equiralcnt llorvs of assets in
rclurn and $ithout a rcquirement lor repa)ment. Transfers are rcponed as orhcr finunt.ittt!rrres in the govemntental fund making lransf'ers and as othct-/ilute.ittg:orrrcer', in the
{.rovernmcnlal lirnd recci\ irg translers_

. lnte.-fund reimhatiements llcpresent rcpavnrcnls (reimbuEements) from lhe
Bo\ernmcntal llnd rcsponsiblc lir pa.ticular o\penditures or e\pcflscs 1() thc govemmenlal
liurd that initialh paid lbr thcnr.

ln lhc (ilrlrs. intcr-lirnd acri\ ir\ has nor bccn eliminalcd. :rs pcrmirlcd h\ (jAAp.

Ihc preparuion ol lhe itccoltp:rn\i g brsic linaDeial rhrcmc r: in conli)flnir\ !rilh (i,\AI,
rcqLrircr tn narerncnt lo rira[c \ignitlcanl (\li . (\., (i J\\Umlti,, \ rhrrr rlieer rhe rr:po[red
anrounts ol il,\cls and liahilirics. rhc di\closure ol-continrenl a:srls rnd liabililies at thc dale ol'
lhe ha\ic linllncirl slalenrcnrr.,rkl lhe reporrcd rx)unr\ ol re\cnnc and erpenscs rluring rhc
reportirrg pl-ritrd. ,^clual rc\ult\ eotlJ diller tronr tho\e e\rirrrrrlc5.
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s) Fururc Aloplion of Accounting pronouncements

fhe GASB has issucd the lbllo!!ing slatements Ihat have effccli.,e dales afier June 10. lO ll:

Slat€menl
Number

Adoption
Required in
Fiscal Year

60 Accounting and Financial Rcporring fbr SeRice l0t2-tl
Concession Arrangements

6l The Financial Reponing Entir]: Omnibus _ an 2012_13
amendment ofCASB Statemenls No. l4 and 34

62 Codilication of Accounling and Iiinancial 20t2-ll
Reponing Cuidance Contained in pre -
November 30. l9E9 FASB and AICPA
Pronouncements

63 liinancial Reporting of Def'ened Outflows of 2012,13
Resources. Detarred Intlows of Resources. and
Net position

65 ltems Previously Repo(ed as Assets and 20lj-l.l
l,iabililies

66 Technical Corrections 2Ol2 - an amendment of :013_14
CASB Slatements No. l0 and 62

67 Firancial Reponing lbr pcnsion plans - an l0ll-l.l
amendmenl ol-CASB Slalement No. :5

68 Accounring and Fincncial Rcponinq fbr :0t-l-lj
Pcnsiolts - and amendmcnl ot (;ASB Statement
No. 17

I he inrpacl of rhese stalentents on the Municipalit! s basic linancial $atements has not \ct been
dclennined.
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2. Deposits

The Municipality maintiins irs deposits in various commerciar banks rocared in puerto Rico and rhe
Covemment D€velopment Bank for pueno Rico (CDB). proceeds from bonds rnd funds related ro
cenain grint arvnrds are requircd by law to be held with GDB.

On July l, 100-5, rhe Nlunicipaliry adopted rhe provisions of GASB Srrtement No. -10 (CASB No.
1O). Depotit a l htvso efit Risk Di\&,\ re. un Anendnent to GASB Stak\n?nt,\b. J. This
srxtement reqLrires that state and local govemments disclose essenli:!l risk information about (icposits
and investments. The disclosure requirements cover four main areas: ( l) credit risk, (2) inrerest rate
risk. (J) custodial credit risk. and (.1.) lbreign exchange exposure.

Credit risk - This is lhe ri\k that an issuer or other counrerparty to an investment will not
lulfill its obligations. In complirnce with the laws and regulationi of the Commonwealth, the
Municipaliry has adopted. .,s ias custodial and credit risk policy, the .ttatenent of In|esonent
Cunlehes Jitr the Gorenwent of the Arnninueuhh ,4 p cno RiL-o_ nccordrngly, rhe
Municipality invests only in obligations of the Commonwerlrh, obljgrlions of the Uniled
Slrtes of America, certitlcttes of deposit, commercial paper. bankeri. acceptances, or rn
pools of obligations of rhe municipalities of pueno Rico, which are managed by GDB.
According to the rforementioned investment guidelines. the Mtlnicipality doei not inrest in
marketable securities or any other types of investmcnrs for which credit risk exposure may be
significanr. Therefore. the Municipality's management has concluded that ihe credit risk
relared ro iny possible loss related !o defauks by commercial binks on the Mrnicipality.s
deposits itre considered low ar June 30. 2012.

Interest rrte dsk - This is the risk (ha! changes in interest rates of dcbr investments will
adversely affect rhe fair vtlue of an investment. The Municipaliry manages irs exposure to
dcclines in fair values by: ( l) not including debt investmenrs in its investmen! ponfolio at
June 10. 2012, (2) lirniting the v,ieighled avcfltge maturiry of iN inveslments to th;ee months
or lesi, ind (3) keeping mosl of its bank deposits in inlerests bearing accounts Beneriring
int!'resls llt prelailing mnrke! rites. At June 30. 2012. (he Municiptlity,s investments in
cerlificates of dcposrt are recordcd a! cost. $hich approximales thcir itir value. Therefbre.
the \4unicipalily s mitntgcment has concluded thar tt June 10. 1012. the interes! rare risk
lussoci:tted !vith the Nluniciprlity s cash itfld carih cquivalcnrs i\ considcred low.

Custodial cr€dit risk - In rhc cas.'of depo\irs. lhis is lhc risk rh:r in the e\enr of ll hank
fllilure. the lluniciprlitv \ deposits mry nol bc reco\ered. pursuant to the Stutntut of'
lntestt,]t'ttt Onilelirtzs lor the (;ovm tent of tlk CoD,n t*&hh t'f t't d,,.k) Ri.? rhe balanccs
deposited in commercral banks by the ituniciptlity are insured by the Fcderal Deposil
Instftnc(j Corporttion (FDIC) Senerally up ro a maximum of 5250.000 per deposilor. hl
rddition, public tlnds depo\ircd in commerciat banks by rhe Municipality are fuly
collate.alizcd tbr {he amounts deposited in ercers of rhe federal {jepository insurxnce. All
sccurities pledged as collnreral a.e held, in the Municjpaliry's Dame. by lhe asents of rhe
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Conrmonlvealth s Secrt'tary of Treasurt. Deposirs $ith CDB rre uninsured xnd
uncolllleriliized. Howevcr. no losses rclated ro delauhs by GDB on dcposit transactions hare
tccn ircuned by the iuunicipaliry throrgh June 30, 1012. Theretbre, rhe trlunicipalily.s
ntilnagement has conchded that .[ June 30, ]012. the custodial crcdjt risk associated wilh the
juunicipality's cash rnd carh equivalents is considered low.

. l'oreien erchanee risk - The risk rhar chtnges in erchangc rates will ]dvcrsely ai_fect the
vrlue ofan investment or a deposit. r\ccording to thc aforementioned inrestmcnt guidcliocs.
lhe i{unicipality is prevented from investing in foreign sccurities or nny other types of
investmcnts fb. trhich foreign erchange risk exposure may be significrnt. Accordingly,
nranagement hrs concluded rhat the foreign exchange risk related to rhe Municipalky's
d.posits is considered low at June 30, 2012.

Nlunicipul License Trxes

The Municipaliry is authorized by Acr No. 8l to impose tnd collecr municipal license taxes to any
natural or legal person having trade or business ilctivities within the territory ot' Lares. This is a self-
assersed tax generally based on the business volume of laxpayers, measured by gross revenues. The
Municipality cslablishes the rpplicable rax mtes. At June 30.2012, the municjpal license tar rares
imposed by lhe Municipxlity were I.50 percent for financial institutions and 0_50 percent for other
types of taxpayers. Any taxpayers Ihar ha\re been grtnted with a partirl tax cxemption (nder any of
the tax incentive acts of the Commonwealth ultimalely pay mnnicipal license raxes n! reduced tax
rales, generally betwecn 60 prcent rnd 90 percent under standirrd rrrcs_

Each taxpaycr mus! asses the corresponding municipal license txx by declaring the volume of
business rhrough a tax retum filed cvery April 15, based on the actual volume of business (revenues)
cffned in the preceding cillendar yet.. Tarpayers with a sales rolume of $l million or more must
include a diled financial stntemenrs with their tar .etum filings_ The tax can be prid by lhe taxpayer
intrvoequal installments due on July l5andJlnuary l5,subsequenttolhefilingofthedeclarationon
April 15. The lirst installment of rhe tax covers the six-month priod ended December J l. subsequent
to rhe filing date of rhe declaration, while the second inslallment of the tax covers the six-monrh
period endcd June J0 of the subsequcnt cxlcndar year. If a tarpayer elccrs to pay the (ax in ti,ll on thc
filing dare ot the decl:rration (Senerally April l5). n 5 percent discounl is granted auromatically on the
lotal litx amoont due.

Any nlunicipal lrcense taxcs colleclcd in adrlnce (that is. penrini[g to a furure fiscil ]err) rru
rccordcd as (nearned revenLles in lhe GWFS and the GFFS. Toril nluniciptl licensc tar reccirable
rmounrcd (o 593.()..17.It June lO. l0ll. Lhcnmed municrpirl lrcen\e ttx rercnucs rccordcd in rhc
rccomprnying CWFS and CFFS rmounred ro 5672,050 ar June -'lO. 201l.
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CourroN$EALTH oF puERTo RIco
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Notes to Financial Statemenls
June 30. l0l2

Property Tnres

The l[uniciptlity is authorized by Acr N-o. 8l to impo\e and collect propeny mres t-rom any natural
or lcqal person that. xt Janurry I ofeach calendar vear: ( l) is cngaged in trirde or busincss irnd is rhe
owncr of prsonal or rerl propcny used in trade or business or (2) owns residential real propeny with
a !xlue in exccss of Sl5.0O0 (at 1957 estimated market prices).

CRIM is responsihle tbr ihe hillings and collections of real :lnd perional propc(y taxcs on behrlf of
lhe Nlonicipality. Prior ro rhe beginning of each fiscil year. CRIM informs to rhe Municipaliry rhe
cstimaGd amount of propeny ux expected to be collected for lhe ensuing fiscal ycar. Throughout rhe
fiscrl year, CRIM advances funds to the Municipality based on rhe ioitial csrimated collection
xnrounts for rhe liscal yerr. CRIM is required by law to prepare x scttlemenr sralement on a fiscal
year b;rsis. whereby a comparison is mnde between the amounts advanced ro the Municipality and the
property tax amounts actually collected from taxpayers on behalf of the Municipality during lhe fiscal
ycrr. This settlement hlls to be completed on a preliminary bnsir not ltrer than December 3l
ibllowing the fiscal yenr end.

Personal propeny hr(es are sclf-assessed by taxpayers every year using the book vtlue of personal
property assets owned by the taxpayer at January I (assessment date) and reporting such taxaue value
lhrough a personal propeny tax return filed on May 15 s[bsequent ro rhe assessment date. The lotal
personal propeny lax rate io force at June 30, 2012 was 6.83 percent (of which taxpayers pay 6.63
prcent tnd the remaining 0.20 percent is paid by the Department ofTreasury, as a subsidy)_

Real propeny trxcs are assessed by CRIM. The assessmenl on real propeny is made every January I
ilnd is h;rsed on estimated curren! values of the property. deflated to 1957 market prices. The total
rcal property tax rlte in force ar June 30, 2012 was 8.83 percent (of lvhjch 8.63 perceot is paid by
taxpayers xnd the remaining 0.20 percent is also paid by the Depcnment ofTreasury, as a subsidy).

Residential real property occupied by its o\rncr (not engngcd in trade or business) js exempt from
propeny taxes only on the first S15,0fi) of the assessed value (at 1957 mtrket prices)_ For excmpt
amounts, the Depanment of Trearury assumes the ptyment of the basic tax (.1.00 percent and 6.00
perccnt fbr pcrsonal and real property. rcspectivcly). exccp! for propc(y assessed lor less than S-'1.500
(ilt 1957 m:lrket prices). for which no paymenr is made by rhe Department of Treasury.

AccordiDg to Acr No. 81. includcd $ irhin thc loral pcrsonill arrd real propny rx\ rites of 6.gj pcrc.nt
rnd Il-31 percent. rcspeclircly. there is :l lcvy of tn tnnual \pecirl rnx of Lo-] percent of the asrcs\cd
value oftlll real irnd personill propcny nor eroncratcd from tixirtion. This \pecial tar is levied by the
Conlnt(nrNcalth bol is collectcd hy CRIM. Collecrions oflhis \pccill tilr ilre directly rcmitted hy
CRIII to the Commonwcalth s dcbr servicc fund, lbr the paymcnt of the general bng,(erm debr of (he
Commontreallh.

Ir .rddition, included within lhe roral personal tnd rcal prope(y tax rales of 6.8J perccnl xnd g.83
pcrcent. respectively, rhcre is a ponion of rhc txx r e in the nmounl of:.00 percent thxt is restricled
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CO}I}IO\TVEALTH OF PL}:RTO RICO
\lurirclp.\Llry or L.rREs

Notes to Financiil Sliltenrents
June ]0. l0ll

tbr rhe llunicipilliry s dcbi s(yvice rcquircmsnts on bonds. Such imoLrnts are recorded in the
\lunicipaliry s dcbt \crrice hrnd.

Frnhermore. included $ithin th!, lolnl persontl and real prop,eny tax rales of 6.g-] perccnl and g.g3
percellt. rL'spectively. rhcre is I ponion of the tax rues thrt is rccordcd in the !lunicipclity.s generr]
fund. of r hich n portioI is rc\rricrcd for rhe pnynrnt ot: ( I ) the ins$rance premiurns tcquircd throuqh
lhe Dcpartmcnt ofTrctsury. (l) the monlhly conrributions to CRIM. which are strtulorily rcq ired as
thc [lunicipillity \ \hare oF CRI\4 opcraling e\pcn\e\. (J) \rtrLrtory contributions to rhc pucno Rico
Heithh Services Adminislrrliofl (PRHSA). ar the Nlunicipillity s share of the cost oI rhe public hL,alrh
insunncc colerale prcvidcd lo qurlifying lon,iDcome cilizcns, (-5) certain notes payxble to CRIM
rnd, (6) cenilin itmounts due lo certain irgcncies and conlponent onits of the Cornmon$calth. which
are rccorded wilhin intergovernmenrel payxblcs in the accompanying GWFS rnd CFFS. The 0.10
perccn( of u[reslrictL'd personal lnd retl propeny r.rxes paid by the Dcpanment of Treasury ns i
s(bsidy is rccorded in the Mtlnicipaliry s gcneral fund.

The Additiooal Loltery Sy\tcm of the Common\.!ealrh (thc Additional Lotery) is an opcrational unit
rcported rs an cnlerprise lund in rhe Commonweillth s basic linancial statemenrs, which currently
opcrittcs sevcral betting alremrtives to lhc cirizens of Puerto Rico. The Additional Lorrery is required
ovary fiscal year to distrib te a ponion ol iis cxcess of revenues over erpenscs as tbllows:

. Thirty five perccnl of its net eamings (defined ts the excess of revenues over expcnses less an
amornt earmarked for the Fund lor Rent and Horne lmprovement Subsidy program for rhe Low-
Income Qualifying Elderly) is .'armarked to the municipalitics of lhe Commonwcillrh, of which x
maximtlm of 5]6 million, on an irnnLnl basis. is dirtributed ro rhe Municiprl Equalizarion Fond
held by CRINI to covcr operaring e)(penses and permanenr improvements of the municipaliries.

. An rddiriotal amount Dot cxceeding 516 million. on xn aflnual basis. is distribrred !o the
Nftrnicipal Equalizatton Fu d, providcd it is within the rhi(y,five perccnt corre\poodins lo rhe
n)uDicipalitics oflhe Comnrcnwealth. When the accumulilted rnunicipal flppropriarions trom the
uunicipalitics' Pucno Rico Hcilrh Retbrm nre covcred Llp to June ]0. 1997. rhesc resourccs rlill
be flssisned ro PRHSA.

.\r Junc :10. 1012. properlv ritrcs rcccivllblr recorded in lhc -gcneflrl afld dcbt scrvice hrnd imotln(cd k)
S l.l9l.96l a.d SIl,li9l rc\pectirclv. ner of a re\cr\e lirr doubtfLrl account\.

-i. Sulcs and Use 'taxes

The \ruricipxlrry imposes I rrlcs itnd usa{c ta\ rilhiI rhc rcrritorial lin]irs ol lhc ]lunicipalit]
prrr\ua[l (o the I crnill Relenuc Code ol the Go,icmmcrl ol PLrcno Rico. This is :t \.lt-.r\\e\\cd lax
con\isling of one and a hall pcrccnt ( L51ra ) on rhc \alc price of I taxrblc ircm or on the purchase prjcc
ofill u\irgc. ritoraec or consuntplio,l olr larilble itcm. It is collcctcd tnonthly in il lrx rctum that is
duL' r$enry caleDdxr days iller lhe end of cach )onlh.
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Co]u}Io\IVE,\LTH oF PI,IRTo RICo
\lu\tctP,rLnY or L,\REs

Notes to Financial Srnlements
June -'10. l0l2

r\ ponion of lhe sales rAr xmounting 0.2% i:i restricted fbr the pilynrent of long,rerm debt and is
recordcd in the dcbt \crvice lund. The rcmaining po(ion of 1.J7. i\ recorded in the generirl llnd
\ince is avaihble lbr geneml operarinq purposes.

Slle tfi receirable rcprescnts sales lax lcvied that wcre collecred subsequenl lo June 10, 2012, bur
pertaining to cufient yeir priod. At June J0. ]012, the saler ilnd usc taxes receirablc nmounted to
s7r.517.

6. Construclion Ercise T:rxes

The Municipality imposes itod collects municipal constrnction excise taxes to nrost naturtl and legal
persons irnd any govemmental instrumentility that cilrry ou! activities related to conslruction,
r'rpansion. mtjor repairs. rclociLlions. alterations rnd other types of permanent rmproremcnts lo
residential, commercial and industrial buildings and structures within lhe territorial area of the
Nluniciprli(y- The ux is also applicablc to infrastnlcture projects. the installation of machinery,
cquipmcnt nnd fixlures. and other lypes of conslruclion-relilted acti!ities.

The conslnrclion exc ise lax cener lly is n self-assessed tax im posed o ver the cosl of lhe proj ect, net of
ccrlain exemptions \uch as the costs associated with (he acquisirion ()f land. project design and orher
crginccring fees, licenses and pernrits. legal rnd rccounting fees, and most marketing and advedising
costs. The lir is paid by the raxpayer at the beginning of the projec!.

All \inglc-family residential conslruction projects not rclared to horsing devebpment projects.
condominiums, or any similirr projects. ire panially exempt from construction ercise laxes. In
rdd,tion, r portion of all single-family reridential improvemeDt projects are exempt from construction
cxcise taxes. All proJects crrricd out on buildings and structures classificd as historicrl treisures by
the Plerto Rico Planning Board ha\,e an in the lnr rate applicnble to conslruction c\ci\e (lxci.

Construction crcise tax rcceiyahle represcnts taxes that were collected subsequent to Junc .lO, 1012,
hut pmirirg to cuncnt year period. Ar Jone 10, 1012. lhc con\truction cxci\e taxcs recciviLble
:rmounted to 57.577.

'lhis Space llas Reen Ltentio,n j LeIt Blank
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Coltltoi\lvf,.tL'tH oF Pt'f R'to Rtco
}IUNICIPALITY OF LARIS

Noles to Financial Slatemenls
June 30.2012

7. Inter-8und TrNnsactions

'fhe composition of inter-tund balances aI June 30. 2012 and
folbws:

lLr the fiscal \ear then ended is as

l)ueandldrr.c.s liom orh.. tunds

l)ueatul lrrn..s h.rh.r rirtrdt:

- l].73t l l.73t

Conrmunir\ dN.l,Drcnr bl*t grnr tind

( Jlher gor.hmcnul funds

$ $ - t )_912.0J5 $
q6

jl.l32 - 21.216

-$ - $ ?.9ll.ol5

!rJ].173 - ]0.iJ3 l]].71I

I nnsri^ ,n)n orher li0d{

This Sprce Hat Been lntentio a t' Left Bhn*
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Collro:t\ t:,\l.t U ot pt ERro Rtco
lllt \t('tP.\Lt rl ot L,\REs

Norrs lo Irina[ciul Sratclncnts
June 'i0.l0ll

{i. Capitxl Assets

(-ipilal asscls acta\ ii\ lbr thc liscal rcar ended Junc 30. 20 t::

rn,jr.s

I s

( Jp rlx\\6.norGr'igd.prccrJr mon,/!n

(,)n{runtr,nri pntgr.\r
lorll.rp ll r\srs. nor ht'ng

J.padaic,l !fr,n'4d
Crp rlr$.$. h.'ng JcpLrr{sJ rm)nv.d

rl'nrdLnss.nd hu rd'nB'mpnr!.'ncnN
lqu'pmrn! rnd r$r.1.\
rum rcrnd ri\rufrs

Iorrl.ipnal rs$rs. ht'ne
d.prccr lrcd rmdn 

' 

/.d
I orJl r\r hxiN.l.Jp rtar*N

r!!umtrhrld dcf,r.srtrdi rd Jnon'/rrdn
lntrldrnlsrnd hr' d'^! 

'mpnncmMr\

rortrLJ!.umu dcd drD.c.'rh.n 3nJ

\sr\,'flrrlJsd\

lr3..1tI

r.76N..r3i

t-

-i- r2:li6 S i-11r.[!9r

pmj(B

This Str ce H s Bee lntentio tttt.t t_cft Rhm*
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Colrx)\\\ [.tl- Itl of Pt ER Io Rtco
]It \t( tP.\t.tf\ of L.\R[s

\orer (r ljinnncial Slrir€nrentr
Juno i0.l0ll

Lor g-Tcrm Oblig:rtions

I he gencral long-term dcbr ilcti\ il\ for rhe fiscal \car.nded June -'lO. :0ll is as lbllo\\s:

a:ltrnce rl Borro*ings prJmenrs ltatance rt lirtane
begirninq of end of du. $ittitr
tis.rtrear additi{,ns dedudions fiscil refu

.\sLs
l'uhllc \cr \o. I{6 (,t Ocrob& I t_ :l)ol
l\blic 1el \o. {lolJlnu.n 16.ll)l)0
I ltls l{ef!\nrenr l, an

(ilrli.nsrred rhscn..r

s 1.708.000 5 1.150.(r0r) s (719.0(x)| s 5.t:t9.1)00 5 51t9.000

- 1.10.000 - 1.10.000
t56.l6l
6{5.-t95

- (lt.{16) l-1t.9.16
- i t7.7561 6:7.6i9 [.:0{t

11.777 ll.98l tt1.771) t{.glll t.l.9ltl
l.il9.7ti.r t.l)0l.9Ii 1857.11):) 1.66{.jt)0 85t.9tj

s ?.tr.r.1t8 $ r.i')6-9l)()s(|.6j].

I listoricall). rhe general lund has heen used ro liquidale cenain noles pavable. compensated absenccs.
ledcral cosl disalkrwnnces. obligalions under crpital lcascs and anv olher long-teim liabilalics other
lhan bonds.

o) Debt Limilation

'Ihe Mu icipal l-cgislature is legally authorizcd 11r approve thc contracting ol dcbts of the
!lunicipaliry". Neve(heless. the larvs and rcgulations d_lhe C(nnmon$eakh also provide lhall

. I)irecl obligarions ol lhe Municipaliry (evidcnccd principall) b\ bonds and boDd anlicipation
flotes) are backed bv rhc tirll t'airh. credil and tariirg po$er oflhc Municipalit] I and

. l)irecr obligalions are nor ro be issLred b) lhe M nicjpalir! it rhe amounl ofrhe principal ol:
and lhe inlerest on. srch bonds and bond anticipati notes (and on all bonds and nolos issurd
thcrealicr) \!hich arc payable in an1 liseal )car. krgcrher njlh rn) amount paicl h,,- rhc
Mrnicipalill_ in the prcccdinq liscal \crr on accorul ot bonds or bond antirrpilliur nurc\
gu0ranteed b\ lhc Nlunicipalit]. e\cced l0 pcrccnt ol'the total assessed valuc ofthe propcnr
krcared rrirhin the tiunicipxlil\ phrs rhc bal Dce ot lhc ad ralrrcm rares in rhc debl senice
lirnd. lor boDds pa\ahlc and bond anticiparion notcs lo bc repaid $ith the procecdr ot'
nr,'ncfl\ I.r\e. rq-rri-ru,l li,r Jchr .(r! iL(

h) Bonls Pqnhle

fhc \,lunicipalit) issucs genr:ral ohlisali()Ir. speciat oblisari(D and public inrp()!enrenr bonds kr
lilancc the acquisili(nt. con\truction ard inrpr(\cmenr ol capilal asset\. as Bcll a\. rc linancc
ccrlain operuiDs nceds. iDcluding thc pa\menr to \upplicrs in ccrlain circumstanccs.
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Coltttorlr f,lLTll ot ptr[RTo Rtco
)lt rtctpAt.tTy or LAREs

Nores to fintlncirl ShlenrcDls
JrDe.l0. l0 t:

Ihe la*s and re{ulations oilhe CommonNealrh prc\ide lhal the Municipatit}'s public debr \\ill
consrilule a lirst claim on thc a\ailable reYcnue ol the !tunicipitlitv. public debt is colnposcd ot'
bonds palable. The good lailh. crcdil and h\ing poNer of the luuricipalil) are irrevocrbl!.
pledged f'or lhc prompt pa\ment oflhe principal and inlerest olbonds.

As dcscribed in Nolc "l.lhe l\'lunicipalit), le\ies an annual addilional special tax ol :.00 percent of
lhe assesscd value ofpersonal tnd rcal prope(r. lhe proceeds ofthis addilional special ta\ are
dcposited in a sinkir)g l'und !)tabliihed ar (iDB t!hcrcb! 5$lllcicnl tirnds are sel nside to redeenr
thc bonds pa_'-able of the Municipalit) in mittimum annual or scmiannual principal and inlercst
payments. I he collections oithis special ta\ are recorded in thc Municipalit-v's dcbt sen.ice l'und.

li)r finaDcial reporting purposes- the oulstanding bitlances olbonds rcpresent the tolal principal to
bc repaid. Bonds pavable is conrposed as lbllolrs al June.l0. ?012:

Outstanding

1998-1999 serial bonds (t'ace amounl of 91.0,15.000) due jr annual
principal installments ranging liom $10.000 1l.) $90.000; plus inrerests
duc in seniannually installments at variable rales (5.86% at June jO.
2012) through January. 1.2022

2001-?002 serial bonds (tace amount of $750.000) due in annual
principal inslalhnents ranging tiom 55.00 to $65.000; plus inrerests due
in serniannually installmenls at \'flriable rales (4.50% at Junc 10. 201:)
lhrough January. I.2026

2006-2007 serial bonds (lace amounl of 3665.000) due in annual
principal installmenls ranging l'rom S10.000 to $55.000t p,us irteresls
duc in scmiannuallv installments lar;ablc rales (1.71% al June 30.
:012) Ihrough Janua')- 1.201I

ll)07-1008 scrial bonds (lace amount 5880.000) duc in anDual principal
installments ranSing liom 5110.000 lo $180.1)00: plLrs inrercsrs duc in
seDrianDunlh inslallmcnls at \ariable ralc! (1.719i rr Junc -'10.:0ll)
lhrough Janua+ I. l0l.l

:007-1008 icrial bonds (lacc anxrurl ol S9]7.00{)) due in annual
principal irstallmenls ranging liom S66.{X)0 lo $llli.000: plus inlcresrs
rluc in senriannualh installnrcnts at !ariible rrles (1.71% ar June ]0.
l0ll) through January l. :017
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Co\rrto\\ E..\LIIt oF Pt ERto Rt(.o
llt r_t( tp.rLtTl oa L..\RES

Notes to Financial SGtements
June l0. l0l2

Outstanding
Amounl

2008-:009 scrial bonds {face amount of $.16.1-000) du!' in annxat
principal installments ranSing l-rom $33.000 to $61_000: plus interesls
due in semiannually inslallmenls at variable rares (1.719lo rt June 10.
l0l2) through July l. l0lE

1008-1009 seriaj bonds (fhce amounr of 9900.000) duc in annual
principal inslallmenrs mnging liom $100.000 to $165.000: plus inreresrs
due in semiannually installments al variable rales (,t.75% at June 10.
20ll) through July I. l0l5

20ll-2012 serial bonds (face amounr of 9f90.000) due in annual
principal installmenls ranging frcm $15.000 ro $50,000; plus interesrs
due in semiannually installments at variable rates (6.00% at June 30.
2012) through January l. 2018

201I-2012 serial bonds (face amourt of 91.060.000) due in annual
principal installments ranging from $70.000 lo $1,15.000: plus interests
due in semiannually installments at variable rates (6.0070 at June 10.
201:) through July l. 2021

l'oral bonds pa-vable

$ 158.000

570.000

2S0.000

$ 5J39,000

Variablc interest rates on serial bonds are revieued periodically by cDB and are based on the
llucluation of' CDB s weighted avcrage .ate fbr its commercial papcr program. Under this
program. GDB issues commercial paper: ( I ) in the taxable and lax-exempt markets of the Uniled
Slates of America. (2) io lhe Eurodollar market. and (3) to corporations having lax e\emptions
under the Commonwealth s Induslrial lncenti\es Acls and, !rhich quality for benefits pro!ided b)
the tormer Section 936 oflhe U.S. Intemal Rclenue Code. Annual debt servicc requirenrenls of
maturit\ lor bonds pa\able are as tblh*s:

ending
Jutre.l0. I'rinciDsl lnrerert Toral

:0t l
:0t.1
t0t5
ll) t6
?t)17

l0lri-1012
t0li-1017
lollt-:0.11

!21.1)t)t)

5lr).r)0r)
:15.r)0r)

l:5..r0t !
Ir19.li.l.l
:61.1):9
: lt'..166
t8 t_,10i

t5li.lt9
l-r.575

tiH.102
9{1.13.1.1

95t.0:9
782.t66

1.167.66:

:7n.575
5 5.JJ9.000 S t,905,E!0 S 7,2{.E20
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Notes 1() [:inancial Srarements
June i0.:0ll

At June 10. 1012. accrued intcresr patable on honds amounted lo $ 106.177.

Noles Pdlable lo CRIM

I he N{unicipality had the lbllo* ing notes pa}ables to CRIM 0r June 10. 2012:

. Public Act No. l.16 - On Septembcr l{, 1002. CRtN,t. ori behalf of rhe muDicipaliries ol
Pucrto Rico. cntered ilto a linancing agreenent nirh CDll pursuant lo thc prolisions of
I'ublic Acr No. l,t6oiOcroberll,200t.asamended(AcrNo. I.16). -lhe 

purpose ofrhis
llnancing agreemelt was 10 e)ilinguish in advance cenain bonds payable issued b), public
Finance Corporation (PfC). a subsidiary of GDB. which $ere originally issued lo pay
certain propert! tax receivables orvned by fie municipalities of pueno Rico through 1996.
r!hich \rere acquired b]-. PFC rvilh recourse.

The original t'ace amount ofthe note allocated by CRIM to lhe Municipalirt- was tbr a term
not erceeding J0 years. fhe note bears interest at 6.50 percent during its flrst five )cars.
Subsequently. tiom rears 6 through 30. the loan shall bear lariable interest at a rate of l:5
points over lhe 5-year l-IBOR rate. which will be adjusted every five years. During the llrsl
five years ofthe note. commenced on July I.2003. rhe Municipality shall pay ont) inrerest.
At the €nd ofthe first five ]cars ofthe note. dte repayment terms and condilions ofthe nole
shall be renegotialed to allow the Municipalit-v to pay the oulstanding balance ofthe note in
cqual installments of principal plus interest, Ihrough matrrity. Interest payments on lhis
financinB agreement are accounled for in the general [und.

Ihe outstanding principal of rhe nore payable to CR|M amounted to $211.9.16 at June 10.
:0t2.

. Public Act No. {2 - The Commonwealth s Pubic Acl No. .12 of January 26. 2000 (Act No.
.12) \vas enacted to authorizc CRIM to enrcr irlo a llnaocing aBrecmcnt of up to $200
million. lor a term not e\ceeding 30 ycars. fhe financing agreement authorized CRIM lo
finance a debt that the municipalities of Poerto Rico had \\ ilh such cntil\. \!hich arose arom
thc difference betueen the )carl) final srllcmcnts {,t'propen} rlr adrarrccs m.rtJe b1 CRIM
t() dlc municipalities itnd the aclual properl\ la\ collections received bv CRIM liom
la\pa\ers thrcugh liscal ]ear 1000. Ihe crnounr. thar rhc mUnr(itlatiric! \ill collect liom
the addilional propert\ rares resulting ti'om Ihc increases in the subsid\ l_rom the
(irmmonlveallh are assigned throLrgh Acr Ni) tt r,) rcnr] such note. thc incrcase in this
\ubsid\ sas thc resulr of Public n cr No. :18 ol Augusl t5. It)99.

In addition. on Deccmbcr 16. 100: the MuDicipalit! e tered into a repa).nrcnt agreement
rvilh (;DB and ( RIM to pay oll the rcmaining of cxcess of propenv lax advances liom
liscal lears 2000. l00l and other prerious llscal )cArs. ( RlM retains rhe principal and
irlcresl liom the prcperly tax advanccs oflhe Municipalitv. I he amounls rctained by CRIM
xrc rcnrittcd k) (;DIl on Juh, I ol cach tiscal ]car lhnrgh Jul! I. l0l?. 'lhe repalment
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Noles b Financial Slatemenls
June l0- l0l2

iurreement bears inlerest at \ariable rares delermined b] CDB (6.19 percent at June j0.
2010) bul not c\ceeding 8.00 percent. principal and i rcrest pa\ments oo this financing
agreement llre accounted for in lhe general l'und_ Ihe outstanding prilrcipal amounted to
$627.639 at June 10. 2012

d) Nole! Pafuhle lo Land lrrlomdion Mantgement Ststem (LIMS)

During thc tiscal )ear :00t-1002. the Itu'ricipality aulhorizcd thc CRIiU ro retain the
corrcsponding ponion tilr lhe linancing projlrt of l_and lnformation Management System-LlMS.
contracted bJ" the CRIM. Monthly amounts will be retained in ten vears period at an interest rale
of5.95%. fhe outslanding debr balance ollhe nole palable amounted ro $t,1.982.

10. Employees' Retirement Systcms

o) Ph Descriptbn

Ihe Municipality s employees participate in the tmployees' Retirement System of the
(iovemmenr of Puerto Rico and its lnstrumentalilies (ERS), a coslsharing multi_employer (as
related to the Municipality s repo(in8 enliry) defined pension plan established by the
Commonwealth. Substanlially all full-time employees of the Commonweahh and substantially
all municipalitiesarecoveredbyERSunderrhetermsofpublicActNo.,{47ofMay15.t95t.as
amended (Act No. .1.17). All regular and lemporary employees olthe Municipality become plan
members of ERS al the date ofemplolment. rvhile it is optional lbr olficers appointed.

ERS members. other lhan those joining il aher Mxrch ll. 1990. are eligible tor lhe benefits
described helow:

. Rethemenl Annuiry

ERSmemhersarecligibleforareriremcntannuiiuponreachingthefbllolringcgc:

Policcmen and liremen:
50 rvith ?5 years ofcredired scn.ice
58 nirh l0 \ears ofcredircd service

( )lhcr emp k)\'ees:
55 *ith 15 rears ofcredited sen. ice
58 $ilh l0 \cars ofcrediled senicc

liRS members are cligiblc lbr monlhl! benelir pa\ mcnls determined b1 rhe appticarion of rhe
\1iptllated benclll ratios lo the mcmber-s a!eraqe conrpensalion. Arcrlge compcnsalr(, rs
compuled bascd on lhc highclit i6 months olcompensati(n rcco{:nizcd b} LRS. Ihe a ruit}.
fbr \rhi.h a member is cligible. is li'nited lo a nrinimunr of$300 pcr rnonrh nnd a ma\imurn
of 75 percent ol thc .l!crage compcns:llion.
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Notes lo Finrncial Statements
June 10.2012

. .llei, Anauiq

ERS members are eligible tbr merit annuity with a minimum of 30 yea$ or more of credilerl
service. The Annuity fbr which the plan member is eligible is limited to I minimum of 65
pcrcent and a maximum of 75 percen( ofthe averrge compensalion.

. Defened Retire ent Annuity

A participaling employee \rho ceases to be in employee of the Municiptlily altr having
accumulated a minimum of ten yents of credited service qualifies for retirement beneflts
provided hivher conlributions are left in ERS nntil reaching 58 yelrrs of age.

. Coordinated Plan

On the coordinated plan. by the lime the employee reaches 65 years old and begins ro receive
socirl security benefits,lhe pension benefits arc reduced by rhe following:

(a) 5165 per month, if retired wirh 55 years of age and 30 years of crediled service_

lb) Sll0 per month, if retired with less than 55 years ofage and 30 years ofcredited service.

(c) All other between S82 and Sl00 per monrh.

{d) Disability annuities under the coordinaled plan are also adjusied a! a-qe 65 and in some
cases can be reduced over $ 165 per month.

. Non-Coordinated Plan

On lhe non-coordinated plan rhc panicipating employce and does no! have any change on the
pcnsion benetlts upon receiving social security bencfirs.

. Reversionar! Annuit)

An ERS member. upon reliremcnt. could elcct to receive a reduccd reli.emcnt annuity :.lrr rng
one or m)re beneilt payme rs to his/her dcpendcnts. Thc life nnnuity paymenf [ould stan
flficr rhe death of thc rctirce lbr rn anrount nol ,ess rhan S2-lO per ye or gre er thtn rhe
flInL[r\ pn]menr\ heinc r(.(l]i\cd h] th( r(urca.

. Occupational Disabilitt Annuity

A panicipating employee, who as I direct result of the pertbrmance of hivhcr occupation is
lotally rnd permancrtly disabled, is cligible fbr a disabiliry rnnuiry of 50 pcrcenr of the
compcnsation recci\ed al the time of lhe disability.

6)

i ,ii I ]1 R I\'ER A. R I \'ER,\ & CO,

. l..r l'N ,rl'r_l51r.Photr :Si'5f\rlr fr\ 1: lrlL|61



Co\t oN\TEALTH or puERTo RICo
}TU\ICIPTLITY oF L.\Rf,s

Notes to Finilncial Stirlenrents
June 30.:0 tl

,\on-occ pational Disobilitt A nuity

A prnicipaling cmplorec. totally tnd permilnenrly disabted fbr cluses not retit.d ro hiVhcr
occupAtion itnd lvith no lcss thto l0 yeilrs of credited service, is eligible tbr rn tonuity of
1.50 percent of the average conlpensation of the first :0 ycars of creditcd \er!ices, incrcised
by 2 pcrcent tbr cv.'ry ilddilionill rear of credired scrvice in crcess of l0 )eirs.

Death Bcncfrrs

Occupational:

($) Suryirine spouse - annuity equtl lo 50 perccnr of the participating employce's sllary at
lhe drre of the dcalh.

{b) Children Sl0p.rmonlhforctchchild.minororsrrdcot.uptoirnraxintumbenefirper
familyof$100.

Non-occupational:

lleneficiarv the co[tributions rnr] intcrcs! accumulated is of (he dtrte of (he de h pfurs an
mount cqual to the annual compensation at the time ofthe deilth.

Beneficirry lvilh \urviving spo sc age 60 or over and i child, l8 or Lrndcr, up ro l0 percenl
(60 pcrcent. if not covered undcr Title II of the S(rcial Security Act) ( increL,€d to 50 percenr
cllectire Jrnuary l. 1005) of rcrirec's lr-nsion or orheru.ise the exccss. if tny. ol lhe
accumuitted contribuions itl the time of rctirement over the total annuity bencfits reccived
hclore death. limiled ro I minimum of5750.

Refunds

A participrling cuploycc $ho cr.r\ej hi\/hcr
righl ro a rctircmcnt runuily hirs thc riqht ro
ir)tcrc\t \rlrI]cd thercr)n

.nrplo\nrcnt !,"ith the U nicipaliry \rrrhour rhc
ru rclirnd ol thr conlriburior)\ lo ERS nhr5 in!

Cost oI l-iing tuAuine t fot Pension Benefts

Public r\cl No. l{) oa },I.)- ll. 1991 {Acr No. lO) proridcd tirr increnses of :t pcrccnr c!.r)
threc or rnore )cxr\ of rctircmcnt. Act N_o- I0 rcquirc\ funher lc-gislation to {raDt this
incre \e crcry lhrcc ,vcilrs \Uhjcct rc the presenrrtii)n of itclorrirl sludjcs regffding its co\ts
lDd ihc \ource of linancins. To prorect !h€ firrilncial hcalth ol ERS. rhc incrcise q.xntcd
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Notes lo Financial Slatements
June 30.:012

during:001 and rhe ooe grantcd on January 1.1005 are being linanced by rhe ltunicipaliry.
alld the other panicipaling cmplolers.

To aroid any economic impact oo ERS. the emplo\ers arc rcsponsible t'or contributing lo
ERS lhe amounis to cover the benefil payments and lhe emplo\er and employee conlributiolls
\ith respect to the panicipants covered until the participants reach the normal retiremenr age.

.lmen.lmenl to ,lct No. 117 efledive J nuary I, 2000 to create a Defined (bnttiburion plan

On September ?,{, 1999, Public Act No. 105, an ameldmenl to Act No. -L17. \\as enacted to
cslablish a detined contribution plan. kno\rn as Syslem 2000. to cover employees joinjDts
ERS on or after January l. 1000.

Employees that participared in the original plan as ofDecember I t. I999. had the opponunir)
to elect to cither stay in the dellncd benefit plan or rranst'er to System :000. Lrnployees that
joined rhe Municipality on or after Januarv I,2000. were only allowed to become members
oiSystem 2000.

System 2000 is a hybrid defined conlribution plan, also knorvn as a cash balance plan_ tJnder
lhis neu, plan. there is a pool of plan asscls, uhich is invested by the System. together with
those of the cost-sharing multi-employer defined benefit plan. Neither the Commonwealth
nor the Municipality guaranlee benefits at retirement age. Ihe annuity js based on a formula
lvhich assumes that each fiscal year the employee s conrribution (with a minimum of 8.28
percent ofthe employee s salarv up to a marimum of I0 percent) is invested as instructed by
the cmployee in an account \rhich either: (l) earns a tlxed mte based on lhe two-year
Constana Matu.il) Treasury Notes. (2) carns a rate equal to 75 percent of the retum of the
tRS investmcnt portfolio (net of management fees). or (3) eams a combination of both
ahematives. Ilarticipanls receive periodic account slalemenls similar to lhose ol defined
cont.ibution plans sho$ing lheir accrued balances. Disability benefits are not gmnted under
Slstem 1000. rather are provided to lhose participants lhat voluntarily elect lo participate in a
pri!ate ;nsurance long-term disabili$ program. Ihe omplolers contriburi()ns (10.175
pcrccnt of the emplo\ee's salar) ) \!ilh respect lo empbyees undcr Slslem 2000 r! ill conlinue
rnd \\ ill be used to lund the cosl-sharing mulli-enrpk\er defined benelit plan.

S\srem 1000 reducod lhe retiremenl asc liom 65 rears lo 60 fbr those enlptolees $ho joined
thc.urrent plan on or alier January I.1000.

llistorically. the Common\\eahh has reponcd l:RS and Srsrcrn 1000 in irs bisic financial
stalcmenrs as pcnsiolt trust tirnds. Acco.dingly. thc (omnror$calth is currentl). assumiDs
an) actuarial delicicnc) lhal may cxist or rr;\c r(lntcd ro lhc Munjcinalil! \ piniciparing
emplorees because EIIS does not allocale to the Municipality anv acturrial detlcilncics
penainirg to panicipating municipal empb\ces. I he Municipalil)-' is (nrl\ rcquired bv law to
nrakc stat(ory corlribLlliots at rhc ralcs dct iled bclo$.
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Noles to Financial Statements
June.l0. l0l2

. Recent Arnendments to ,1., No. 417

In June and July :003. the Colemor of the Common[ealth signed rhree public Acls rhal
provided lhe follo\\in.e certain beneflls to rctirecs:
Increase in minimum monthly pension paymcnts 1() 9j00. etlective Janua+. I. :00j.

(a) Triennial 3 percent increase in all pensions. elTectivc Januao l. 1005.

(b) Increase in rvidow and/or beneliciaries 10 50 percenl ol'the b€nefit received by the
deceased pensioner. elTectire January 1.2005.

All the benefits granted will bc funded lhrough budgetary assienments in the Municipalit),s
general fund wilh respect to ils retired employces.

The Board of Trustees of ERS approved. effective Novcmber 17. 2003, an increase in the
amount granted on personal loans to participaling employees fiom $3,000 to $5.000.

h) Funding Polict

'Ihe contribution requjrement 1() ERS is established bv larv and is not actuariallv determined.
These con(ributions are as lollows:

Municipality and other employers I0.275 percent ofapplicable payroll
Employees:
Coordination plan:

Supplementation plan:

5-78 percent of gross salary up to $6.600 per year.
plus E.28 percent gross salary in excess of$6.600.
8.28 percent of gross salary. This is the only choice
available lo policemen, liremen and majors

I I. Commitments and Contingencie3

Ihe Municipalilv is dcfendant in various lcgal proceedings penaining to matters incidental to the
pcrtbrmancc ol routine go!crnmental operations. IInder Aci No. l0.l ofJ(ne ]5. 1955. as amended.
persons are aulhorized to suc the Municipalil) onl]- lbr causcs of aclions sct linh iD said Act to a
nraximum amount of$75.000 or $150.000 if ir in\ol\'es acliors tir damages to more rhan one person
or where a single injurcd pan) is entitlcd lo several causes ofaclion. tlnder cenaan crrcumsrxDces. a\
proridcd in Act No. g ofNorcmbcr:6. 1975. as amended. lhe Municipalitl rnar provide its oiliccrs
and cmpkryees rvith legal represcntation. as \ell as assumc the palmerrl ofan) judgment that ma\ bc
eDtcred agajnsl lhcm. I here is no limitation on lhe pa!nrcnl ol such judqmenl.

ivranagcmcnl hclieves that an\ unfalorable outcome in rclari()n to pcnding or threatencd litigali()n
$ould not bc si8nificanl. ifaD,.
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Notes to Financial statemcnls
June l0.20ll

The lvlunicipalit) has reported. outstanding encumbranccs amounling lo $216.5'1'1 in the gcneral fund

ar June 10. l0lf. The Nlunicipality intends to honor these encumbrances. which \!ill conlinue to be

liquidated under the cufienl lear's budget during a lapse period that exlends into lhe subsequent

liscallear.

12. Fund Balances

As ofJune.lO:01:. lund balaDce is comprised ofthe lbllorving:

( dmmunirt_

D.bl d.r.lopn.i! Olh.r
renic. blNL qrinr rsiEnm.nri sol.rnh.nld
fund ,uId llnd furds Tolrl

(icn(rl go\.nrm..r $ ll6.j.rr ! $

l).bl$Nrcc - t.q8.r.775

I d<'Jl rnn,.i(,j F,.rn'

-$ -1 $ 216.5.1.1

- r.98.1.775

l70.l,l | 210.311

r'.drrrl rnnlcd p..8rdns

- 1.975.8r'r
l3.7rr ll.78l

(3.598.t71) - - 1l-598.173)

I rl.1616l,)) $ l.'r8{.77i $ - $ 7.1ll..ul $ 181.1:2 t 60llt.6l0

13. Prior-Period Adjustm€nts

On July l. :011, the Municipalily recorded a prior-pcriod adjuslment of$l.l'17.833 principally to

recognize thc pre!iosly uDrecorded property tax receivable at June l0' 201 l.

On July l. l0ll the Municipalit) rlcorded a prior-period adiustmenl of $165.95'l to €liminate

o\erst0lcments in Srants reccivable and d€fercd revenues prcviously recorded at June 30' l0l I

On JII! l. l0ll lhe Municipalit) rccorded a prior-period adjuslment of $l.6lll 5'l: in other

governmental lirnds lo rccoqnized defcncd rerenucs that $ere unrecorded ai June 30. l0l l.

On Jull l. 201 l. the M nicipalit) recordcd a prior-pcriod adjustmcnl of$671.507 of capiBl assels

not recog iTed pre\iously sith a corresponding acculnulated deprecintioD of$I79.715'

l{. Subscquent Events

ln preparing lhcse tinancial stalcmcnls. lhc Municipalit) has etalu.rled cvents and lransactions fbr

polcntial recognilion or disclosurc through December l:. 201:. the date the [inancial statemenls ltcrc
arailablc to be issLred.
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Budgetary Comparison Schcdule - Ceneral Iund
Year Ended Jrne 10. l0l2
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Schedulc oih\pendilures ol-Fcderal A$ards
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Courtor\l [.\L ]lt oE PftR-to Rtco
Ut \t(-tp.\Lttt o1' L,tREs

\orcs t() Schedule ol-E\penditur.s of fcdcrul A\rlrds
Year Ended June 30. l0ll

BASIS OF PRESENTATION

lhe accompan\ing Schedule of E\penditures oi Federal A$ards (rhe Schedule) includcs lhe
I'ederal grantactivitiesolthe Municipalit! ol La.es. I\,eno Rico (lUonicipalit) ). Ihe inlirmrarion
in this Schedule is prcsented in accordance llilh the requirements ofOtlice oi lllanagemert aDd
Budget (OMB) Circular A-lii. Audits of States. l-ocal Covemmenrs. and Non,Profir
Orqanizalions. Ilecaure rhe Schedule prescnts only a selecl!-d ponion of lhe operalions ol'
\{unicipalit}. it is nol inlcndcd lo.lnd docs nol prescnt thc linancial positiolr. or charrg< in rr<r

assels of the Mrnicipalh\.

Thcrelbrc. some amounls presented in this Schedule nra) diller liom amounts presenled in. or
used in the preparation ol. the basic fimnci.l stalemeDts. Ihe Municipality reponing e lit) is
dclined ir Note 1l) (A) to the basic linancial statemcnrs- All l'ederal linancial awards reccived
dircctly tiom lideral agenc) as llcll as t-cdcral linancial a*ards passed{hrough other qo\cmmenl
agcncies are ircluded on the Schedule.

SUMMARY OF SIGN*IFICANT ACCOUNTING PoLICIES

A. E\penditurcs report€d oD the Schedule are reported oD the moditied accntal basis of
accounting. Such e\penditurcs are recognized tbllor\ing lhe cosl principles contained in
OMB Circular A-{t7. Cost Prirciples lbr Slate and l-ocal Governn]cnt. wherein ecrrrin
t) pes ofexpendilures are not allowable or are limiled as to reimbursement.

B. Negative amounts. ifan). sho$n on the Schedule rcprcsent adiustmenls or credils ntade in
the nonnal course ol_business lo amounls rcporlcd as e\pe ditures in prior vears,

( . Pass-throuqh enlil! idcr)lifjiD8 numbers are prcsonted r!here available-

FEDERAL CFDA NUMRER

'I hc ('Ft)A nunbers included in this Schcdule are determined bascd on the prouram narre. rc\ rer\
ol graDl conlract intbrmation and the ()lfice ol llanaqcnrcnt iDd 8rd-qcl's Catalogue ol Fcdcral
l)onrcsiic Assisrrn..

RfLATIoNSHIP To FEDERAL FINANCIAL R1]PoRTS

l,\penditures ol lederal a$arils rrc repo(cd i lhe VLrnicipfllir]-s Slatemcnl ol- Rc!c ucs.
Iirpenditurcs and ( hangc\ in I und Unlanccs- (;o!ernnrcntal fund as lbllol\s: St,(;P - S90l.6ll
rnd Olher (io\cmmenllrl Ii'nds $ 1.05 1.196.
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INDEPE:{DCNT AI]DITORS' REPORT ON I\TERNAL CONTROL OVfR
FINANCI-{L RfPORTIN(; A\D ON CO}IPLIANCE AND OTHER }TATTERS

I}ASIiD ON -{N AUDIT oF FINANCIAL STATENIENTS PERFORIT'ED IN ACCORDANCf
WITH GOVEIL\}IENT AUDITINC STANDARDS

'[o lhe Honorable i\lavor.nd
Municipal Legislature

MunicipaliN oi Lares
[-ares. Puerto Rico

Wc ha\,e audited lhe llnancial stalements of rhe govemmental activilies. each ma_jor fund nnd the
agsreBate remaining fund infbrmalion of the Municipalitv of Lares. as of and for the )ear ended June 30.
2011. rvhich collectively comprise the Municipality s basic llnancial statements and have issued our
rcporl Ihcreon daled December I2, 1012. Wc conducted our audit in accordance with audiling standards
generally accepted in the tl[iled Stalcs of America and the standa.ds applicable to llnancial audits
conlained in (i.)r,.,rr,e t .,1 lititg Sklnlunls. issued by rhe Complroller Ceneral oflhe United States.

lntemal Cuntrol over I i ancial ReDoninr

Management ofthe Municipality is responsihle for establishing and rnaiotaining effective intcrnal control
ovcr llnancial .eporting. In planning and perlbnning our audit, we considcred Municipality of I_ares's
internal control over financial reponing as a basis lbr designing our auditing procedures for the purpose of
erpressing our opinion on the linancial statcments. bul not for lhe purpose ofexpres\inE an (lpinion on
lhe ellcctiveness oflhe Municipalit) s intemal control over tinnncial repo(ing- Accordingly. we do not
e\press an opinion on the elfectivencss ofrhe Municipalit!, s inlemal conlrol over llnancial repo(ing.

A dtliticnr_r, h inlcrnul (ohttol e\isls $hen thc desi-qn or opcration of a control does not allo$,
managcmcnl or enlplo!ees. in the nonnal coursc ol pcrlbrming their assigned lunctions. ro prevenl. or
drtcct and corrcct nrisstirtcnrents on a timcl! basiri. A nuteriLtl teukness is a deliciency. or combination
ol dellciencies. in internal conlrol. such that there is a reasonable possibilitl that a tnalerial misslatcmenl
ol lhe enlit\'s llnancial statcmcnts will Dot be prevcnlcd. or dctcclcd and corrected on a timch hasis.

()ur considcration ol inlemal conrrol orer tinancial rcporlinc r!as lbr lhe limitcd purpose descrihed in thc
first paraBraph oflhis scltion ard sas not dcsigncd t0 identif! all dcllcicncies in intornat controt o\cr
linancial reporling lhat ,night bc duliciencirs. siSDiljcanl dcllciencies or rnarerial ueaknessos. We did nor
ide tiry an) deficiencies in intlrmal control orer llnanoial reporlinS that \\e considcr to be niaierial
$eaknesscs. as dolincd p.$iousl). lloNe!cr. r!c idcnlitied ccnain dcllcicncics in inrcmal conlrol o\cr
llDal|ciaI reporlin8. describcd in lhe accontpan)ing schcd(lc ol lindings and qucstioned costs as itcms I1-
A and Il-ll. that \ro corrsidcr 10 be signiticant dcllciencics in intcrnal control o\er llnancial rcponing. A
signilicant dclicicnc; is a dlrllciens\ . or a cotrlhinrtion ofdelicie cics. inrcmal conrrcl thar is less sc\cre
than a matcrial $cnlncss. \cr impoflant errough lo mcril anention bv lhose chlrged $irh govcmanco_
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Comoliancc and Other Matters

i\s pan of obtaining reltsonable iNsurance about r\hether the Ntunicipalit-t.' of Lares' iinanciitl srarements
ore liEe of malerial misstalement. \\e pertormed tesrs of its compliance \vilh cenain provisions of la\\s.
regulation. conlracts and granl arlreemenrs. ron colnpliance \\ith \\hich could have a direcr and marerial
ellect on lhe dererminalion of tlnancial statcment amounls. I lonever. pro!iding an opinion on complixncc
Nilh those prolisions rras llot a[ objecti\c of our audit. and accLrrdingl-,-. rr,e do not erpress such an
opinion. Ihe resuhs ofour test disclosed instances Lrf noncomp liance orolher mafiers that are required to
be reported ltuJct Gor,onic t -lkliting Stdnlols and $hich are described in lhe accompan\ing
schedule offindings and questioned costs ar I2-A and ll-8.

'lhis rcpon is intended solely for the infbrmation and use of management. Commissioner Ollice ol'
Municipal Allhirs, others within the entiN and thc federal a\arding agencies alld pass{hrough entities
and is not intended lo be and should noi be used by anvone olher rhan these spccificd panics.

SaD Juan. P eno Rico
Decenlber ll. l0ll 4,A^,4"-'e

't3
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CPA Orlando LBr onn Cabdr
CPA Md.o ADhoio RneB zlLiigl

Amensnln{ utolcenificd

Pu.no Ri.o Board o I Ctni ned

lr.-l)EP1:NDENT AtTDITORS' Rf PORT ON COi\tpLI_{:{CE Wl'f H REeUlREtrrf NTS'THAT CotILD HA!'E A DIRfCT AND }IATERIAL fFFECT ON EACH }TAJOR
PRoGRA}I AND o:T I\TER\AL CoNTRoL OVER Co}IPLI-A.NCE IN

ACCoRDANCE WITH O}IB CIRCL LAR A-I33

fo thc llonorable Ma\or
and Nlunicipil I cgislalLrrc

N'l u n ic ipa lit-r- ol l,rres
l.arcs. Poerlo Rico

C ompliance

We have auditcd Municipalitl' ol- Lares s conrpliance with the qpes of complianc€ requiremcDts
described in rhc ()l/B ('iroldr,1-l3J ( o tpliotLe Supplenllnt that could ha!e a direct and matcrialell'ccl
on each Municipalit) of Larcs's Dr:rjor l'cdcral pro{rams lbr the )car cnded June 10, 1012. Municipalit)
of l-ares's major lederal progranrs are idenrifled in the summary ol ardibas results sectio of thc
accompanving schedule of tindings and qucstioncd costs. Compliince w;!h the rcquirenrents of Iaws.
regrlrlions. contracts and Srants applicable to each ol its major lederal prograrns is the responsibiliry.- ol'
Municipality ol Lares's managemenr. Our rcsponsihilit) is to erpress an opinion on Municipalit) of
Lares's coupliance hased on our audit.

Wo conducted our audit of conrpliancc in accordance \"-ilh auditing standards generallv accepled iD rhe
United Slatcs oIAmerical the slandards applicable to financial audits conrained in Got,crnn?nl t tliting
.9rrarlrrlr. issucd by the Complroller Cencral ofthe Uniled Slates: and OMI] Circular A-ll3.,trtlrrs r.r/
Sh t!s. Lt)Lul (io|ernnan|t. und.\otrPro/it Oreoti.ulio,ts Ihose slardards and OMU Circular A-ljj
require that $e plan and pcrlbrm th€ audit to obtain reasonable assurance abour whelher noncorrpliance
Nith lhe l\'pes olcompliance rcquirentcnts rcl_crred lo abo\,e thil could have a direct and material clfccr
oD a maior Lderal prolram occurred- An audit includes exatninins. oD a tesl basis_ evidence about
Municipalit\ ot l-arcs's contplia[cc Nith thosc requircments xnd pertirrming such other proccd rcs as \\e
considered neccssan in the circumstanccs. l\'e heliere thil ouraudit pro\idcsa reasonable hasis tbr our
opinion. ()ur audit doc! not pro!ide a lcgal dclcrninari(D or N'lurricipalit\ ol t_arcs s co rpliance \ith
those rcquirenrcnts.

In our opiri(nr. the Mtlnicipalil) ol Larcs s. corrrplied in rll materirl rcipccls. sirh the rcquircntcl]ts
relarred lo abo\c thrt could harc a dirccr and rnalcrial ctitct on e ch ol irs major lcdcral prograns tirr thc
]car en.l.d June -il). l0ll.

I n !ern! L!lttql!]q tlqlrrpl iarrc!

M nagemclrt ol MLrnicipalil! ol l-arcs is responsiblc ti)r cslablishing and mainrairinS ellccrive inrcrnat
control orer conrpliance rilh thc rcquiremcnrs ol la$s. rcgulatiolls. contracts ard granls applicablc k)
lcdcrrl pro-erams. ln planning and p€rlbrmirg ouraudit. \e con\idcrcd Municipalir,,., of l_flrcs s intenral
conlrol o\cr conrpliancu !\ilh lhc requiremer)ts lhrr conld ha\c r dirlct and nratcriat ct)ecl o,r r rrraior

71

5u rc l5l. rc Bo\ 70150. Sm luar. PR m916.7150' Phone l78l j56 8il l. FA r?87 lilrl56l

Ortiz. Rivera, Rivera & Co
ce( lied P!b r Ar.ourtai:s ai0 Eusiness Adv sors



lcderal program lo dctermine the aLrdiling procedures Ibr (he purpose of e\pressins our opir)ion oD
compliance and lo tesl and report on internal control orcr compliance in accordance \!i(h ONrB Circular
A-lil, but not tbr the purpose ol cxpressin{ an opinion on the eflectivencss of intemal conrrol orer
compliance. Accordingly. t\e do nol e\press an opinion on lhc etlecti\eness ol the i\4unicipalit)'s
inlemal corrtrol o\er compliance.

A.le/iciend in interntl ttttrrol oter contpliu Lc e\ists \rhen lhe d€sign or opemlion oi a control oler
compliance does not allow manaqenrent or enrplolees. in the nonnal course ol performing their assiencd
lunctions. to prevenl. or detect and corect, noncompliance with a rype ol compliance rcquiremenr of a
l'cdcral program oll a limel] hasis. A malerial reakness in intemal control over compliance is a
deficienc). or combination of deficicncics. in intemal control orer compliance. such that there is a
reasonable possibiliO' that mnlerial noncompliance Nilh a qpc of complia[ce rcquiremenl of a lidcral
program rlill ()1 be prevented. or detected and corrected. on a limclr basis.

Our considcratio of intcmil control over comp,iance $as tbr the limited purpose described in thc llrsl
paragraph of this scclion and nas not designed lo identify all deticiencics in irtemal conlrol over
compliancc that rnight be deficiencies. significant deficiencies. or marerial lveaknesses. We did nol
idenlil'y any deticicncies in intenral control o!er compliance lhat Ne consider to be Drutaritl tt<,.& essis.
as detined above.

This rcport is intended solel), l_or the infbrmation and use of management. Commissioner Ofllce of
Municipal AiIairs. olhers lvithin the entit) and the fcder.l alvarding agencies and pass-through entilies
aDd is no( inlended to bc and should not be uscd b, anvone othcr than these specitlcd pallies.

San Juan- Puerto Rico
December l2 2012

'Ihc slrnrp t,ll5{J \y \ alli

4,/*/*'i(
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Co}IuoNwf,ALTH oF PUERTo RIco
MU:iICIPALITY OT LARf,S

Schedule ofFindings and Queslioned Cosls
For l'he Fiscal Year Ended June 10. l0l2

I. SUMMARY OF AUDIT RESULTS

Financial Stalements

Type ofauditor's repo.t issued:

lntemal control over financial repo(ing:

Material Neakness (es) identitied?

Significant defi ciency (ies) idenlifi ed?

Noncompliance material to financial statements noted?

Federal Awards

lntemal control over major progmms:

Material weakness (es) idenrified?

Unqualified opinion

Yes X No

X Yes No

Yes X No

Yes X No

Signifi cant defi cienc-!- (ies) idenrifi ed'l

'type of auditor's report issued on compliance fo. major
programs: Unqualilied

Any audit (indings disclosed that are rcquired to be reponed in
accordance with section 510 (a) ofOMB Circular A-133'l Yes X No

ldentificalion of major programs:

CFDA Numbers \ame offcderal programs or Clustcr

l.l.l:8 Srare Bllxk Crant Program
I .1.:5 7 I lomelessness Pre! ent ion and Rapid Re- Hous ing Program

(ARRA Funded)

l)ollar threshold used to distinguish bcl$een gpe A and l',pe Ii programs: $300.000

Audited qualified as bw-risk auditee? Yes X No
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Coiu]uoNw[ALTH or PT [RIo RICo
IluNlctp{LtTt or L.tREs

Schedule of Findings and Qucstioncd Cosrs (Continued)
li)r'fhe Fiscal Year Ended June i0- f0 tl

II. TINANCIALSTATI}TENTSFINDINGS

. l2-A: ceneral Fund Deficit

Condition

As ofJune 31. l0l:. lhe Municipalil!.- closcd trilh an accumulared deflcir ol $1.36 t.629. scvcr
corsecutive r-ears lhat 1he lvrunicipaliR closed its opcratidls reporting a deficit.

Criteria

Anicle 7.011(a) of Autoromous Municipal Acr (Law 8l ofAususr 30. lggt). as amended.
eslab,ishes that municipalities \rilh deficits at their closing dates rnust provide lbr sulficient
resourccs during the next fiscal )ear period in order lo cover such deficit.

Section 3 of the Revised Regulation over Basic Standards for Municipalities of puerto Rico
(The Regulation) slates that special care must be provided for the estimation of future revenues
in orderto avoid budget appropriations in ercess ofavailable resources.

Cause

The delicit is caused by the overestimation of budgeled revenues and by the incurrence of
obligations rvithout the proper consideration of current and future available resources_ The
mayor and Ihe Finance Directordid not follow adequate budgeting procedures.

Recomm€ndation

The continuing detlcit reponed by the Municipalily of Lares mav harm the basic govemmental
scrviccs provided to its cilizcns- Wc strongh recommend that the necessary measures are laken
in order to slop Ihis trend. The Mtlnicipalily must rvork on increasing actual rcvenues and/or
.ubsranriall\ rcducrng (\p.nrliUrn:\.

. l2-B: Estimatcd R€venre Shortfall

(i)ndilion

As ofJune 10, l0l:. lhc MunicipaliB did Dor mccr ccrrain projccred re\enues b\ signiflcant
a,nounls. causing n incrca\c iI its (;eneral fund deticil (see lrinding ll-A). lhe li)lkNi'r8
deliciencies wcre notcd barcd on our comparison ol budgeled rc!enues \rrsus linal opcraljng

. [_or conrtruclion ercise taxcs. lhc Municipality lailed to mecl irs erpeclalions by S5]l.l8l
a 52% budgct shonlhll.
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coltllo:\$E..\LTll Ot Pt.ERTO Rl(]O
M t:i-tctp..\LtTy oF L.rRrs

Schedule ofFindings and euestioned Costs (Conlirucd)
Itr fhc Fiscal Ycar Ended JuDe i0. l0ll

. lior miscellaneous re\enues. the lllunicipalin. Iciled to meel ils expectations b).$5-10..157 a
779; budger shorrlall.

. l-or sales and usage laxes, the MunicipaliN lailed to meet its erpeaEtions by $262.56g..r
:7% budgct shodfall.

. For charSes fbr senices. lhe Municipalir! liilcd to meer its e\peclarions b1 $186.979. a
I 99/. budgel shonlall.

Criteria

Seclion I of the Revised Regulation orer Basic Slandards lbr Municipalilies of puerto Rjco ( Ihe
Regulation) slates that special care must be provided fbr the estimalion of future revenues in order
1o avoid budget appropriations in e\cess oIavailable resources.

Cause

'fhe mayor and the Finance Director did not lbllow adequate budgeting procedurcs lor establishing
reasonable eslimates.

Recommendation

1he Municipality should revise and amend the budget as currcnt inrormation rerated to corections
of budgeted.evenues became available_

III. FEDERAL AWARDS FINDINCS AND QUESTIONID COSTS

None
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Co}IIIox}vE.\LTH oF PUERTo RICo
}IU\ICIPTI,ITY oF L,\REs

Schedulc of Status of Prior Year
Audn Findings rnd Questioned Cos(

For The Fiscal Yerr Ended June 10. :01l

During lhe current eramin ion, follow tp was given to the findings informed to lhe Nlunicipality in prior

* ycars. lt was noted lhat correctile rction has been taken, er(cepr for certain conditions that still erist and

require lunher iction. These :lre included in fie accompanying Schedule of Prior Year Audits Findings

_ nnd Qu.srioned Costs.
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CoTITIoNTVEALTH or PUERTo RIco
:\IU\ICTP.\LITY oT LARFS

Schedule of Status of Prior Year
Audit Findings and Quesrioned Cosr (Continued)

For The Fiscal Year Ended June 30. :012

- Nlunicipality ofLares has no prior year findings.
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