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(k,*;.?..3r6ru
MEMBERi

Ame,ican hrtitute ol Cerirfied publk Accountants

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Municipal Legislative Body

Municipality of Loiza
[oiza, Puerto Rjco

We have audited the financial statements of the governmental acttv ties, each major funds, and the
aggregate remaining fund information of the Municipality of Loiu a as of and for the year ended lune 30,
2012 which collectively €omprise the basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Municipality,s management. Our responsibility is to
express an opinion on these financiar statements based on our audit. we did not audit the financiar
statements of the Brisas de Loiza project as of lune 30, 2012. Those statements were audited by other
auditors whose report has been furnished to us, and our opinion, inrofar as it relates to the amounts
included for Brisas de Loiza project, is based solelyon the report ofthe otherauditors.

Except as discussed in the forlowing third paragraph berow, we conducted our aL.rdit in accordance with
auditinS standards Senerary accepted in the united states of Ameri(a and the standards appricabre ol
financiar audit contained in Governmentar Audit standards, issued by the comptroler Generel of the
United States. Those standards require that we plan and perform the audt to obtain reasonable
assurance about whether the frnanciar statements are free of materiar misstatement. An audit incrudes
examining, on a test basis, evidence supporting the amounts and discro5ures in the financiarstatements.
An audit aiso includes assesslng the accounting principles u5ed aid significant estimates made by
management, as well as evaluating the overal financial statement presentation. we berieve that our
audrt provides e reasonab e ba(i\ lor ou, oprnronr.

The accounting records of the Municrpality of Loiza related to interfund transactions and accounts
payable were not adequate. Accordingly, we were unable to obtairt 5ufficient evidence io support and
satisfy ourselves about the amount recorded in each major funds and aggregate remaining fLrnds
information as due form/due to other funds and accounts payaUte, siateJ at S2,092,241 and
S3,003,177, respectively, in the total governmental funds column ot the balance sheet.

ln our opinion, based on our audit and the report of other audiiors, except for the eitect of such
adjustment, if any as might have been determined to be necessary had we been able to obtain sufficient
evidence to support and satisfy ourselves about the amount of accounts payable and interfund
transactions the financiar statements referred in the preceding paragraph, present fairry, in arr rnaterial
respects, the respective financial position of the governmental aciivities, business iype actrvities, each
major fund, and the aggregate remaining fund information of the Municipality of [;ira as of June 30,
2012, and the respective chanSes in financrar position for the fiscar year then ended in conrormity with
accounting principles generatty accepted in the United States of Amerira.
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INDEPTNDENT AUDITOR'S REPORT (CONTINUED):

Our aldit was conducted for the purpose of forming opinions on the financial statements that
€ollectively comprise the Municipality,s basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposed of addttronal .nalysis as required by U.S.
offices of I\4anagemenl ancr Budget circu ar A-133, Audits of states, Locar covernments, and Non profit
Organi2atlons, and rs also not a required pa't of the bas]c financlal statements. The information in rhe
accompanying schedule has been subjected to the auditing procedures applred in the audit of the
general purpose financial statement and, in my opinion, is fairly presented in a I material respects in
relation to the general purpose financial statements taken as a \4/hole.

Accounting principles generally accepted in the united states of America require that the management,s
discussion and analysis and budgetary comparison information on pages 4 through 10 and 43 through
45 be presented to supplement the basic financial statements. Such informatjon, although not a part of
the basic f,nancial statements, is required by the Governmental A[counting Standa;s Board, who
considers it to be an essential part of financial reportlng for placing the basic financial 5tatements in an
approprlate operational, economic, or historicaj context. We have applied certain limited procedures to
the required supplementary information in accordance with audttint standards generally accepted in
the ljnited States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management,5 responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion d provide any assurance on the
information because the limited procedures do not provide us with sufficient evdence to exor€ss an
op,nion or provide any assurance_

ln accordance with Governm€ntal Audi|ng Standards, we have also jlsued our report dated December
30, 2013 on our consideration of the Municipality,s internal control over financial reporting and on our
tests of its compiiance with certain provisions of laws, regulations contracts, grants agreements and
other matters. The purpose ofthat report isto describe the scope ofolrtesting of internatcontrolover
financial reporting and compliance and the resuLts of that testing, and not to provide an op n on on the
internal control over financial reporting or on complrance, That report is an integral partofanaudit
performed in accordance wlth Government Auditing Standards and lhould be considered in assessing
the results of our audit.

December 26, 2013
Aguas Buenas, Puerto Rico

License No. 1339
Expire December 1,2016

The stamp No. E57006ofthe pue(o Rico Society
ofCe(ified Publir Accountants was affixed to the
originalof this report
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CoMMoNWEALTH OF puERTo R,.o
MuNtclpauTy OF LotzA

MaNAGEMENT's Dtscus5toN AND ANALysls

FoR THE YTAR ENDEo JUNE 30, 2o1I

Management of the Municipality of toiza of the Commonwealth of puerto Rico {the 
,,Municipality,,)

provides this Manageotent's Discussion and Analysis of the N.4unicipality,s basic flnancial statements as
an oveNiew and analysls of the financial activities of the Municipality for the fiscal y€ar ended June 30,
2012. We encourage readers to consider the informat on preserted here in conjunction with the
additional information that we have furnished in the accompanying basic financia statements.

TINANCIAI. HIGHI.IGHTS

The Municipality's in the Govermenta Activities has reported assets and net assets amountlng to
530,710,538 and S12,6a3,545 respectively, in the accompany ng statement of net assets, of which
the most sgnificant assets are capital assets amounting to 527,116,805 (88 peraent of total
Municipality's assets).

The Municiapltty in the same activities has reported total liabiliti.,s amounting to $18,066,992 in the
accompanying statement of net assets, of which the most si6nificant labillttes are fon curren!
bonds, notes and other lon8,term debt amounting to S11,836,930 (G6 peraent of total liab;lities).

The Municipality has reported total revenues amouning to 519,158,883 in the accompanyrng
Slatement of Revenues, Expenditr,rres and Changes in Fund Balances.Gubernamental Funds, for the
Fiscal Year Ended lune 30,2012 The most sign ftcant revenu€s amounting in this statemenr are
grants and entitlements and taxes were amounting to S10.113,023 (56 percent of total revenues)
and 54,695,113 {25 percent of tota I r€ven u e5), respectivety.

The Mrniclpality has reported a net change tn net assets of,evpnues over e\p€nd ture, amounttng
to S615,95:l in the accompanying statement of actlvities

The Municipality's governmental funds reported combined endirg fund ba ances oi (S215,392).

The Mun cipality has reported a def cit for the generai fLrnd amounting to (S5,043.453)

OVERVIEW OF THE EASIC FINANCIAT SIATEMENTS

The Municipality's financial statements include three components:(1) the government,wide financial
statements, (2)the fund financial statements, and {3) the notes to the financial statenrents (collectively
known as the basic financial statements)
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CoMMoflwEArrH OF puERro Rtco
MuNtctpAUryOF lolza

MANAGEMENt,s DtscusstoN AND ANArysts (CoNTtNUE)

FoR IHE yrAR €NDEo JuNE 30, 2012

ovERVtEW OF TltE BAStC FINANCtAt sTATgMENTS {CONTtNUE)

Government,Wide Financial Statements

The Sovernment,wide financial statements are designed to provide readers with a broac, overview ofthe lUunicipality's operations and flnance as a whole in a manner similar to prjvate sector business.
These statements provide shortterm and longterm informaton about the Munic patity,s financalposition, which assist the Municipality's management to determine the economic condition at the endof the fiscal year. These financial statements are prepared using the flow of economrc resources
measurement focus and the accrual basis of account;ng This baslcajy means that these financial
statement5 follow method5 that are similar to those used by most businesses. They take lnto accouot all
revenues and expenses connected with the fiscal year ended lune i0, 2012 even if cash lnvolved have
not been received or paid. The government wide financial statements include: (1) the statements of net
assets and (2) the statement of activities

Statement of Net Assets

The statement of net assets presents all of the Municipality,s asset! and liabilities, with the difference
between these two itenrs reported as ,,net 

assets,, (equity). Over time, increases or decreases rn the net
assets may serve as a useful indicator of whether the ftnanc al pcsttion of the Municipallty is either
improvjng or deterioratrng.

Statement ol Activities

The statement of activities presents information showing how the Mun cipality,s net assets changed
durinE the fiscal year ended June 30, 2012- Al changes in net assets are repo(ed as soon as the
unde.lying event giving rise to the change occurs, regardress of the rimrng of rerated cash frows. Thus,
revenues and expenses are reported in rhis statement for some items that will not resurt in cash flows
until fLrture fiscal periods (such as uncollected taxes and earned but unused vacation leave). This
statement also present5 a comparison between dlrect expenses and program revenues for each funclon
of the Municipatity.
Both of the abovementioned financial statements present all the governmentaj activities of the
Municipality, which consist mostly by taxes and intergovernmentalrev;nues {such as federal grants).
Most services provided by the N4unicipality fall into this category, in€luding culture and education,
general government, heakh and sanitation, pubJic safety, public hous ng and w;lfare. etc

Fund Financial Statements

The Municipality's fund financial statements, which consist of: (1) the
funds and (2) the statement of revenues, expendttures and changes n
funds. These financial statements report the financial position ind
Municipality's governmental funds

balance sheet - governmental
fund balances - governmental
results of operatlons of the
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coMMoNWfAtIH of PUERIo RIco
MuNtctpAUTy Of IotzA

MANAGEMtNI,sDts(us5toNANDANAryg5 (CoNrrNUE)
FoRTHE YEAR ENDEoIUNt 30, 2012

ovERVtEW OF THE BASIC FtNANC|AI STATET{ENIS ICONTtNUt)

A fund is a grouping of related accounts that is used to mainta n control over resources that have beensegregated for specific activities or objectives. The Municipatity, like most other state and localgovernments, uses fund accounting to ensure and demonstrate compliance wth finance related legalrequirements. Each fund is considered an independent fiscal entrty accounted for within a set of self_
balancing accounts that comprise its assets, liabilities, fund equity, revenLre, and expendrtures. Fund
accounting segregates funds according to their intended purpose and is used to aid management rndemonstrating compliance with legal, financial and contractual provisions.

-fhe fund financial statements focus on: (1) individual parts of the Municipality,s goverfment and (2)
reporting the Municipality's operat oos in more detail than the government wide f"rnanctal statements.For financial reporting purposes, the Munrciparity crassrfies ts funds within the folrowing fundcategories: (1) general fund, (2) debt service fund, {3) permanent improvement fund and {4) capttalprojects funds (collectively known as the ,,governmental 

funds,,).

Governmental funds are used to account for ali of the services provtded by the Municipality.
Governmental funds are Lrsed to account for essentially the same functions report;d as governmental
activities in the governmenta -wjde financial statements However, unlke the government_wide
financial statements, governmentar fund financrar statements focus on near term infrJws and outfJows
of spendabie resources. They also focus on the balances of spendable resources available ai the end of
the fiscal year (Jun€ 30,2012) This approach ls known as using the flow of current f fancia resources
measurement focus and the modlfied accrual basis of accounting. These statements prov de a detail€d
short-term view of the Muncipality,s finances that assists in determining whei;er there will be
adequate financiar resources ava rabre to meet the current needs of the frLrni;iparity, that rs, eva uating
the Municipality's near-term financing reqLrirements

Becau5e the focus of governmental funds is narrower than that of the government wtde tinancial
statements, it is usefur to conrpare the fund information presented ior governmentar funds with simi arinformatron presented for governmentar activities jn the governmeni wrde fin.ncia starements. By
doing so, readers rnay better underltand the long-term inrpact of the Munic pality,s near-term tinanctal
decGions.

For financial reporting purposes the Municipallty has two major funds: (1) the general fund and (2) thedebt service fund

Notes to the Basic FinancialStatement<

The notes to the basic financar statements provide additionar informaiion that is essential to a fu
understanding of the data provided in rhe government-wide and the fund financiar statements. Thenotes to the basic financial st.tements can be found tmmediaiely follovr'inB the basrc tinancial
statements
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coMMoNWEATIH oF PUIBTo RIco
MuNrctpALlry OF IotzA

MANAGEMTNT,s D6cusstoN AND ANArysts (Cofl TtNUr)
FoR THt YE^R ENDEDJUNE 30,2012

ovERV|EW OF THE EAS|C FtNANCIAL STAIEMENTS {CONTINUE)

Government-wide tinancial Statement, Summary

As noted eadier, net assets may serve over ime as a useful indicator of the Municlpatity,s financialposition. ln the case of the Municipality, assets exceeded liabillties by g12,643,546 at June 30, 2012.

As previously discussed, by far the largest portion of the Municipalityt net assets reflect its investment
in capital assets (e.g., land, building5, machinery, €quipment and all other property), less any retat€d
debt used to acquire those assets that is still outstanding. The l,,tunrcipaIty useitfrese capitat assets toprovide 9ervrce9 to citzensj consequently, these assets are not available for future spending. The
lollowlnB is E condensed presentation of the Munlclpality,s financia pos t on and resuJts of operations,
as reporled in the government wide f nancial statements including ts component unit, Bnsas de toiua

Condensed Statement of Net Assets:

June 30,2012

5 3,593,733

27.115.805

30,710,538

6,21A,062

11.836.930

18,066,992

22,28A,A92

4,829,384

{14.46S.930)

912-643146

Current assets

Capitalassets

Totalassets

Current liabillties
Non current llabiltties

Totalliabitities

Net assers/(liabiliries):
lnvested in capitalassets, net of related debt
Restricted

Unrestricted

Totalnet assets

S 3,583,1s8

24.t50.97 4

21.83,4.Xt2

5,633,373
11596.297

11.229,670

17,]85,675
4,859,466

i11.178.352)

sr0604362

Portion of the MunicipaJity,s net assets (46 percent) represents resou,.es that are subject to restrictions
on how they may be used. At the end of the current fiscalyear, theMunicipality ha;reported positive
balances in two categories of net assets.
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CoMMoNwEALTH OF puERTo Rtco
MuNtctpALtTy OF lorz^

MANAGEMENis DtscusstoN AND ANALygs {CoNTtNUE)
FoR THI yE^R ENDro JuNE 30, 2012

Condensed Stateme.t of Activities:

Revenues:

Program revenues:

Charges for service5

Operating grants and contributions
Capital grants and contributions

Generalrevenues:
Property taxes
Municipal license taxes
Sales and use taxe5

Construction exclse tar
Grants and entitlements
Rent

Licenses and permit
lnterest
Other

June30,2011

5 407.205

1,528,559

3.430.340

5,466,105

1,97 6,136

375,593

789,517

n3,643
6,592,598

23,3tS
11,245

1o,731

2.864,216

13.853,090

19,319.195

(8,124,894)

(1,002,167)

(845,ss0)

(7e2,886)

(4,116,053)

i1,891,O12)

1216,298)

(193,936)

180.010)

(17.458.816)

1,850,379

8,754,083

5 1q604,4_62

June 30. 2012

S 409,263

521.733

2.156.249

3.687.245

2,845,121

512,911

691,237

625,128

6,833,357

32,220

10,050

81,035

1.237.471

14,884.197

18.571,442

(1,262,398)

(1,381,787)

(804,520)

(927,034)

(4,073,3ss)

(2,618,091)

(398,910)

902,1a91
115,6791

{17.954.489)

616,953

12.025.593

$ 12,643146

Totalrevenues
Expenses:

General administration
Publlc safety
Education, cu ture and recreational
Community development
Public works and sanitation
Health and welfare
lnterest

Business type-activities:
Housing

lnterest

Total expenses

Change in net assets

Net assets - at beginning of year

Net assets - at end of year

Fund Financial Statements Summary

As discussed earlier, the Munlcipaliiy uses fund accounting to ensure and demonstrale compliance with
f inance related leSal requirements



CoMMoNWEAIH Or puERro Rtco

MuNtctpALllyOf [olzA
MANAGrMrN],s DtscusstoN AND ANArysts (CoNTtNUr)

FoR THr YEAR ENDEDJuNT 30, 2012

GoverJlmrntal Funds - The focus of the Municipality,s governmentalfunds is to provrde nformatton on
near term inflows, outflows, and balance of speodable resources. Su(h informatioo is useful in assessing
the Municipality's financing requirements. ln particular, unreserved Iund balance may serye as a useful
measure of a government's net resources ava able for spending at the end of fl5ca year. The following
is a condensed presentation of the Municipalityt balance sheet and results of operations of
governmentalfundS:

Condensed Salance Sheet - Governmental funds;

Total Assets - Major Funds

Total Assets - Nonmajor Funds

Totalassets

Toial Liabilities - Major tunds
Total Liabilities - Nonmajor Funds

Totalliabilities

Fund Ealances - L4ajor Funds

Fund Balances - Nonmajor Funds

lJnasigned

Total Fund Balance

Condensed Statement of Operations - Governmental funds:

Total Revenues - Major Fundt
Total Revenues - Nonmajor Funds

Total revenues

Tota expendltures - Nlajor Funds

Total expendltures - Nonmajor Funds

Totalexpenditures

Other financing sources (uses) Major
Other financing sources (uses) Nonmajor

Revenues Over {under) Expeoses - Major

Revenues Over (under) Expenses Nonmaior

Fund Ealance at beginning of year

Fund Salance at end of year

lune 30,2011

5 2,334,a14
2.561.805

4,895,830

3,2a5,414
67 .27 5

3,352,149

2,2-19,918

2,494,531
(3.171.401)

1,543,108

L3,804,725

5.061.911

18,861,102

14,219,442

5.141.751

19.557.199

2,128,000

1,428,503

lune 30, 2012

5 2,ss5,236

2.905.060

s,460.296

s,163,390

512,298

5.675,588

2,439,299

2,392,162

15,047.4s31

{2rs.392)

114.605

$ 1143J08

14,879,138

3.219,145

18,158.883

15,535,869

4.201.514

20.731,383

820,000

{1,6s6,731)

(101,769)

1,541,108

S 12rs.392l

t
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coMMoNwEALIH or PUERIo RIco
MUNICIPALIWOF LOTZA

MANAGrMENt'sDtscusstoNANoANALysls (CoNTtNUE)

FoR THE yrAR ENDEDluNE30,2012

GOVERNMENTAT FUNDS

The focus of the Municlpality'5 Bovernmental funds is to provide informatlon on near-term inflows,
outflows, and balances of spendable resources. Such information is usefut in assess ng the Municipality,s
financinB requirements, ln particular, unassigned fund balance may serve as a useful measure of a
government's net resources available for spendlng at the end of it9 fiscal year. At lune 30, 2012, ihe
Municipallty's governmental funds reported combined ending deficit of S(215,392), as aompared to a

fund balance of $1,543,108 in prior period. The expenditures exceed the revenue and other financing
by source for S1,758,500 for the year ended.lune 30, 2012.

The Municipality has an unassigned deficit of 55,047,453 in its General Fund. The remainder of the
balance is restricted to indicate that it is not available for new spending because it has already been
restricted; (a) to pay debt service S2,439,299 and (b) for other restrtded purposes S2,392,762.

BUDGETARY HIGHTIGHTS

Budget and actual comparison schedules are provided in ihe Bas c F nanc al Statements for the General
Fund. The Budgetary Comparison Schedule ofthe General Fund shows the original adopted budgets, the
final revised budget, actual results, and variance between the final budBet and actual results for the
Eeneral and major special revenue funds.

After the origina budget 1s approved, it may be revised for a varety of reasons sLrch as unforeseen
circLrmstances and other unantlcipated revenues These is no difierence between the original 2012
bud8et and the fina amended budget forthe GeneralFund.

CAPITAL ASSE]S AND DEBT ADMIN'STRATION

The Munic pality'r inveslment in capital assets for its governmenti type activit es as of June 30, 2012
amounted to S27,116,805 (net of accumulated depreciat on). This iivesiment in capital assets include,
land, buildings, improvements, machinery and equrpment, parks, roads, highways, and bridges. The total
increase in the Munlcipalty's investment in capitat assets for the current fscal year was S1,543,700.
Additions durlng the fiscalyear was principally for bu ldtng and infra5trLrcture construction aId purchase
of new vehicles and equlpment, necessary to provides services to our ctzens. The following table
present the major classes of capital assets.

Capital Assets (net of depreciation)

Land
Buildings, park and courts
lnfrastructure
Furniture and equipments, and vehicles
Eusiness'type activitles

TotalAs5ets

51,587,s16
1,392,081

14,858,301

2,075,101.

1.103.200

$27J16,805

9
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CoMMoNwtAtTH OF puERTo Rrco
MuNtctpALtTyOF Lotza

MaNA6EMtNt's Dlscu5sroN ANo ANArysts {CoN.nNUE)
FoR TI]E YEAR ENDED]UNE30,2012

TONG.TERM DEBT

At June 30,2012, the Municipatity had total
outstanding Long,term debts.

of s14,281,695 tn general obligations and others

Bonds and note
Others

Totalton8 Term Debts

The Municipariry is required to rimit the amount of generar obigation debt to 10% ot the totarassessment of propertv located within the Munrcipalty in order foithe bonds to be repaid with theproceeds of property taxes restricted for debt services. Other obligatrons include accrued vacation andsici leave and advances of property taxes. More detailed informati; abou,,f,u fr4*t.ipjfi,V,, ton8_t"r,liabilities is presented in the notes to the financial statements. the Municipality continues to meet itsfinancial needs through prudent use of its revenues and creative debl fin"n.ing prograrr.

€CONOMIC FACTORS AND NEXTYEAR'S EUDGETS AND RATES

Local, national aod international economic factors influence the Municipality,s revenues, positive
economic growlh i5 correrated with increased revenues from property taxes, vorume of busrness taxes,sales taxes, charges for services, as well as state and federa graxts. tconomic growth tn the localeconomy may be measured by a variety of indicators such as employment growth, riemployment, newconstruction, assessed valuation, and other revenues.

All of these factors were considered in preparing the Munjcipallty,s budget for the
Some cost reductions helped fund improvements of existing fac litie;, publrc"safety and
development inltiatives and human service imorovements

finan.ial Contact

The Municipality,s financ al statements are designed to present users (citizens, taxpayers, crrstomers,investors and creditors) wrth a generar overview of the Municiparitys f,n.n.", ,ni io i"n.onu,.," ,n"Municipalrty's ac.or,r!abiliiy f you have questions about the report or need addtronar financialinformation, contact the Munic par tv! chief Financiar officer on the z'. rroo,' or ir* ioi." city n"rr,loiza, Puerto Rico or ca I at (787)876-1040

S11,073,119
3.2tA.St6

Sr4-2&3-695

2012 fiscal year.
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n ..IMMONWEALTH OT PUERlO RICO

MUNICIPALITY OT I'OIZA

STATIMENT O' N[T AssErs

As of luNE 30' 2012

PRIMARY GOVTRNMENI

ASSETS

cash and cash equivalents

Cash wlth fiscal agent

A.counts recelvable sales tax

Accountsreceivable othet agenclet

other asaets

Restricted cash

CaPitalassets, net

Total Assets

LIABILITI€S AND NET ASSETS

Liabilities:
accountS paYable aad a' Llued e'oenses

Deferred revenue

Due ro other agencies

Long term debt:

Due within one \/ear

0ue in more than one Year

29.381.554 1',328',884

2,492,51I
297,881

970,268

2.41I,060 35 705

9.966.515 r.870.414

16,138.336 1.928.656

GOVERNMENTAL

ACIIVITIES

S 208,286

3,038,884
60,767

1,832

5?,280

26,013.505

BUSINESS'
TYPE

ACTIVITIES

5 ao,41A 5

lOTAL
248,760

3,038,884
60,757

2,832
'75,466

161 ,024

27,115,805

30.710,538

18,186

167,024

1.101.200

Totalliabilities

Net Assets:

lnvested in capital assets' net of related debt

Restricted for:

Oebt service

RePlacements and-others

CaPital Project and others

Unrestricted

Total Net Assets (deficiency)

222a0,492

2,439,299
167,024

2,223,061
(13 699.134) 1166.7961

s1-3,241118 s 1599l]2i

2,515,148

297,881

970,268

2,A46,165

11.836.930

18.066.992

22,280,092

2,439,299

167,024

2,223,061

(i4.465.930)

t-12,543146

E

I

The accompanying notes are an integral part of these financiaL5tatements
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Net (expense)/revenue

Generalrevenue:

Iaxes:
Property taxes
[,4unicipaltax

Sales tax
Con5truction excise tax

Grants and entitlements
Rent

Li€enses and permit
lnterest
Other

Totalgeneralrevenues

Changes in net agsets

lJet assets at beginnjng

Net astets at end

COMMoNwEAI.TH oF PUERTo RIco
MUNICIPATITY OF TOiZA

SrarE M ENr OF AcIVII| Es (CoNINUED)

Foa THr YraR ENDED TuNT 30, 2012

GOVERNMENTAI.

ACTIVITiES

S114,196.435)

2,845,7 21

532,917

691,231

625,128
6,833,357

32,220
10,050

76,056

3.232.411_

14 819.211

682,182

12.560.536

5-1i23i,31B

BUSINISS.TYPI

ACIIVITIES

I {70.809)

4,980

4.980

(6s,829)

1533.943)

$99J72

TOTAT

s 74.267.244

2,845,721

532,971

691,23't

625,128

6,813,357

32,220

10,050

81,036

3.232.471

14.884,197

616,953

12.026.593

512-64114!

The accompanying notes are an integralpart ofthese financialstatements.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF I.OiZA
BALANcESHtET

GovEaNMENrAr FuNDs
As OrJuNr 30,2012

MAJON FUNDS

ASSETS

Cashr

Cash in bank
Cash wilh fiscaTaeert

cove.nmenrat .Bencies
Other iu nds

Other

TIAEILITIES AND FUND EALANCE
Liabilities:

A.counts payab e rnd accrued expenses

Due to othe. fund
Due to other agencies

Iotalllabilities

Unassigned

Totalfund batance .

Total liabitities and fund batance

OEBT
GENERAL SERVICE

rulP FUND

42,696

52,Aaa,trc

38,589

s2.439.299

OTHER

GOVERNMENTAL

ryls5

5 r65,590

638,174

2,832
2,492,247

6.2!1

s2.90s 050

TOTAL

GOVERNIVENTAL

FUNOS

S 208,286

3,038,884

1,832

2,092,241

60,t61

57 )80

s 2,315,292

297,881

2,092,247

970.26a

5.675.688

22,178

5 11s 937

S 1,802,994

291,881
2,092,247

5.163.390

S 512,298

15.047.453)

15.047.453)

s- l15ll2

512 298

2,392,162

2.392.762

g9o5-o!a

2,439,299

2,392,162

{5.047.453)

(215.192)

5 5,460t96

52,439,299

2.439.299

s24t9299

The accompanying notes are an integral part of these flnancial statements.
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COMMONWEALTH OF PUTRTO RICO
MUNICIPALITY OF LOi2A

RtcoNctLta-IoN OF THE GovERNMENTAL FuNDs
BALANcE SHTETToTHE SIATEMTNToF NTT AssET5

As OriuNE 30, 2012

Fund balances in governmental funds

Amounts rcpafted for governmental dctjvities in the Stotement ol Net A5sets are
diflerent becouse:

Capltal assets used in governmental activities are not financial resoLrrces and
therefore are not reported in the funds

Long'term I abilities and accrual expenses are not due and payable in the
current period and therefore are not reported tn the governmentai funds:

Bonds and notes payable

Compensated absences
Claims and judgments
Accrued interest
Notes payable CRtM

Net dssets ol governmentol octivities

5 121s,392)

26,013,605

(9,167,000)

(1,955,232)

(50s,904)
l\171,319)

1749.440)

113243S

15
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF tOiZA
STATEMTNT OF R€VENUES, EXPENOIIURT,

AND CHANGIs lN FuND BALANcT-GovEnNMrNtAL FuNDs

Fon THE YIAB TNDTD.IUNL 30, 2012

MA]OR FUNDS

DTBI
GENERAL SERV]CT

Revenues: ruls fuN!

Prope4y raxes s 1,824,101 51,021,620MLrnicjpaltaxes $2 9j7

construction excr5e iax il! i]i 
3s0 262

Licenres and permtts 10.050
tntprest 14,462 1515Rent 32.21A
crants and enti ernenrs 6,833,357
Other

Toial Revenues 13 505.741 1 373.397

Generaladminisrrat on 7,840,011
Public lafery 1,286,308
Education, culture and recreanon 659,32:,
Public works 2,904,529
Communiry delelop.nent 862.970
Health and weltare 1,756,146

Principat 901.000
lntere5t 324958

Total expenditlres 15.309.911 1 225 958

lx(ess ofrevenue over erpenditLrer jl]&04_ r-O) l4.4i9

other fi nancing sour(es (ures):
Operating trander in 1,515 73,197
Operaring transfer our 113,397) (1,515)
Proceed from loan

lotalother financinr sources tlaL EB2) :,t.NA2

Excess of revenues and other financing
source over lunder) exp€hd;tures and
other financinr sources lt,Bt6,o52) 219,121

Fund balance atbesinninsofyear 13.171.401) 2.219.978

rund barance at Fnd or ye ", 0/( sr!Qjl4\,) ira,a-2eo

\'lotsklre dcco'noary' tg 1olesarp.n,-tedral'pa1o{thp(" finan,tdl state"rerl,

16

OTHER TOIAL
GOVERNMENTAL 6OVINN[IENTAL

!!!a! tu!95

5 2,84s,721

532,971

69t,237
625,128

10,050

76,056

32,224
10,113,023

3,212.41)_

18.158.883

8,057,819

1,286,308

122,471

6,119,119

862,910
2,452,018

901,000

324.958

579

f,179,566

211,188

63,144

3,225,250

69s,332

4.201.514 20.737.3a3

{921.769) (2.s78 500)

820.000

820.000

(r.01,769)

2_494.53:L

92,392J82

14,912

114,912)
820.000

820.000

(1,7s8,s00)

1.543.108

s_l?]It9?i
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COMMONWEATTH Of PUERTO RICO
MUNICIPALITY OF TOiZA

REcoNcrLraloN Or TH€ STATEMENTO, REVENurs, Exp€NDtTUnEs
ANir C ANGEs lN FuND BaLANcEs OF GovaRN[4rNrat

FUNDs To I fiE STATEMcNT OF AcTtvtlts
FoRTII. YEAfi ENDEDIUNE 30,2012

Net change in fund balances - total governmental funds

Amounts reparted lot Governmentol Activities in the Stdtement aJ ActNities are
dillerent because:

Governnrental funds report capital outlays as expenditures. However, in the statement of
activities, the cost of those assets is allocated over their estimated useful lves ,nd
reported as depreciation expense.

Depreciation expense on capitalassets is reported in the statementofactivities, butdo
not require the use of current f nancral resources. Therefore, deprecia|on expense is
not reported as expend ture in the governmental funds.

Governmental funds report issuance of long-terrn debt as other finaicial sources because
provide5 current f inancial resources.

Governmental paymenis of long-term debts as expenditures, !rhereas the payment
reduces the long-term obllBations in the statement of activities;

Notes and bonds
Note payable CRIM , Law 42
Note payable CRtM - DtE taltzation

Change in accruals which do not require the use of current financialresources:

Claim and judgment
Accrued vacations

Chonges in Net Assets ol Governmentol Actjvities

5(1,7s8,500)

2,578,834

(923,s63)

(820,000)

901,000

9,858

13,733

113,952)
1,341,211

{591.839)

L 6B2.iB2
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COMMONWEATTH OF PUERTO RICO
MUNICIPATITY OF I.OiZA

PRopnl€raRyFuNDSraTtMtNToF 
FtNANcralp05tTtoN

JUNE 30,2012

H orr,,,{

I
Current Assets:

I Cash

i other assets

I
I nropeny and Equipmenr

PROPNIEIAfiYFUND

BnrsAs DE LoizapRolEcr

S 4a,47s

18,185

58,660

1,103,200

161 02A

s!23je4

Restricted deposits

LrastLrrrEs AND NEr As5ETs

tiabitities:
Current liabilities:

Current maturities of mortgage note S 35,705Accounts payable and accrued expenses

Long-term debt liabilrties: ...... ry
Mo.1gage lote, let olcJrrpnt mdtur,ue.
Tenants deposits hetd din rrust 'u'riil|

ll!] ?.q2

1,928,656

Net assets (deficiency) 
$gg.tj2)

51128184

The accompanying notes are an integral part of these financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAI.ITY OF TOiZA

SrarEMtNr oF AcflvtTlfs pnopERTy FuNo
yrAn ENoroJuNE 30,2012

Revenues:

Rent

Financial

Totalrevenues

Expenses:

Administrative
Utilities
Operating and maintenance
Taxes and insurance
Depreciation
lnlerest

TotalExpenses

Change in net assets

Net assets (defic,ency), beginning ofyear

Net assets {de{iciency), end ofyear

The accompanying notes are an integralpart ofthere financialstatempnts.

BRtsas D€ LoizA pRorEcT

s407,579
4.980

412,559

138,750

13,892

99,659

23,145
127,053

75.619

478.388

(6s,829)

(s33.943)

51599J72)
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COMMONWEATTH OF PUERTO RICO
MUNICIPALIW OF [OfzA

SralEMtNr OF CA5H Frows pRopf,,rr^ey F|ND
FoR THE YEAR ENoEo JUNT 30, 2012

Cash flows from operating activities:

Change in net assets

Adjustments to reconcie change in
net assets to net cash provjded by
operating activities:

Depreciation

Bad debt expense
lncTease or decrea5e n:

Other assets

Accounts payable and accrued expense

Net cash provided by operating activities

Cash flow from investing activities:
lnterest deposited on replacement reserve
Wlthdrawal from replacement reserve
lncrease ln other reserve
Deposits to replacement reserve
Purchase of property and equipment

Net cash used by investing a.tivities

Caeh flows from financil1g activities:

Mortgage princtpal payments

Net.ash used by financing activities

Net decrease in cash

Cash, beginning of the year

Cash, end of the year

The accompanying notes are an ntegralpart oflhese flnancia statements

BRrsAs DE Loiza PRoJEcT

s (6s,829)

127,054

2,676

\4,A19)
(s.ss8)

54.114

\1,947l
1,716

(14s)

122,500)
{15.482)

(37.358)

{32.166)

(32.156)

(1s,310)

55.784

L4a-414

20
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COIVIMONWEATTH OF PU€RTO RICO
MUNICIPATITY OF I.OiZA

NOIIS TO TH€ FINANCIAI STATIMTNI,
luNE 30, 2012

The accounting and reporting policies of t
accomoanvinp hr(i. rinl he Municipality rela ng to the funds included in the

i:::J?lY:'":1'jl:"':i11;1111s';"'1 -"r"'-;; ;J;,;, ;;;;;, ;1": il:ffi l:united states of Americ" 
"ppri."tr" 

to ,iat-" 
"'!verluurrtrlrBPrrncrpresgenerallva"Potedinthe

principres for rocar governmp"r. ". ,^ ":"0^9i"li*:,.:menls Generallt, accepied accountrng

:..:.*;:,?i.]::::.r"Lj1."nt,, n.,au ,r,o,"u-;:ili";";;:.fi["XI'[:r'::,,".,,""j::[i
AccoLrntrn8 standards Board (GA5B), the An 

pis)LrruEu uv tne Governmental

pub|cation pnrirrad ^-, , 
n:lt"n lnstitute of certrfied Public Accountants in thep"br,.,t.n unr,t 

"d M ffi;:ffi:::,,J,i:::Jl,j:;

Hti

1. ORGANIZATION

the MLrnkrpal,ty ol toiTa (the Muntc,p-atrty) i, a polir,ca, and regal ent.ty witn fut,tegrslat:ve andadrn,ntstrat;ve facultte5 in every alfarr c
ano tegat peno.aritv se;:,; :; ;;r:' 

municrpar character' w th perpetuar su(cFs(,on. existen(p
puerto Rico. 

,,,_ependent from the governmental of the Commonweakh of

Ihe-mrJnicipa,govern-nent i( compnsed of tl-e.executrve and legrslat.ve bodres. whrcn ,.e "lectedevery iour vedrs In the puerto q,co Eelerdtelection, fn" 
"r".rrlr-"'po*"rli"r",,o"o ov,n" ,irrvor.and the leg.stat.ve power by the Munit rpa, LeBisO,r" ,"0r, *i,.n.ni, ii,;," ;:ii"rr.

The Munrcipaliy provrdes the followrnp
0,0,.,"r"i,. n1,1,,,,:;H;il;-J5::'JI1'"::ll,i",[Tilji,,liiJl;l,i"il]il]i;ll,,ilii"i;
mdny other gelcrdl dnd adm,nrst,dtive <ervrcer

2. SUMMARY OF SIGNIFICANT ACCOUNTING POI.ICIES

Standards

below.
(when appticabte). rn" ,-" .ifri."nt poti. , oi,;"";;.;ffi ::fi::il:5

Reporting entity

a reporttng ent ty consrsts of the pflmary frhar.re,n,,uded ro ensure rhar ,,".",,,, ,,:::;:ff:';"'::':::::,.,:]'",',1, 1'lp, 
orBani?ar,ons

of the Municipality consists of all funds an 
__ -'_ s'! iii'r(ourrrE rrre pnmary government

Municiparity 
'r"'',n" 

,,"i.,r",,i, 
"i,;;iiJ,:ii:T;J:::::::::.,::: l::..l''--':l:." 

u", *"
recreation (including parks), street maintenan." ,^r r"r"., *r",,"i, :il:::::Jjfi::r:i?servjces- The operation of each of these act
toau,r,,orrn ,r,u urir";;;;;;;. '* ^' ' t es is direcdv controlled bY IMunrclpalitv s Lesislative

component unrts are leSallv spparate oo-"1-,."':1, for whr(h the M.inrcipa,,ry is rinancratryac(ountable lhp lMJnkipai,ty hrs no (orpo'lent un.t)

Government wide and fund financial statements

Easic financial statements incrude both S0vernments-wide and fund financiar statements.
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COMMONWEALTH OF PUERTO RICO

MUNtCIPAUW of toizA
NorEs ToTHa FlNANcrAr Sr rEMENrs (CoNflNUtD)

JuN.30,2012

2. SUMMARy OF StGNIFtcANT ACCOUNTTNG poltctEs (coNTINUED)

H

# Government-wide statements

The government-wide financiar statements (consists of the (atement of net assets and thestatement of activit,es) these statements report information on a the activities of the primarygovernment and its component units. For the most part, the efrect of ,n,"rir"Ju.ou,, nas u"unremoved from these statements. Governmeotal ac|vities which normally 
"r" 

rrrr"ri"o r","f, fUtaxes and intergovernmental revenues are reported separately lrom business type activities, whichrely to a significant extent on fees and cl
reported separarery ,,". .";; ";;";il':";J;lj,:ffi":f,T:iJrij,fi?r'",I"JTil:;
government is f inancially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given

i.T::;:l^: :::::::::::_:lt::: o, pro8ram revenues 0irect expenses are rhose that are crearry,ucr'uIdue wlrn a specrtrc tunctjon or segm€nt. program revenues include a)charges to customersor applicants who purchase, use, or directly benefit from goods, servtces, 
", 

orr,i"r.* o.r,o* O, 
"Siven function or segment and b) grants and contribuirons tt"t are ,est rictei to'm eet ng tteoperationaror caprtar requirements of a particurar function or sega"nt. trr", 

"na 
otnu,tu,s notpropedy included among program revenues are reported instead as genera revenues.

Program,specific capital and operatjng grant and contributions constsi of transactions that areeilher mandatory or voluntary non exchanqe transactions with other governments, organizations, orindiv,duals rndt restnLt ihe rerourcer ti
contriburions .on,r,t or ,,plt"r-,.."ii;,;:J::.Ji ;"i"i,t"'l::;,.fl::.il .#:i:,,t:T _,1:purchase, construct or renovate captta assets associated with a speclfic program. OO"ra,,"r rr"n,,and contributions consist of resources that are requlred to be useC to financ-e the costs ot operatinga speciftc program or can be used either for operating or capital purposes of a ,0".1f,. Orogor.R€stricted capitar and operating grants and contributions 

"ru 
progr.rnr r-"""*", i!.rr*,*, 

"*specifically attributable to a program are reduce rhe net eriense of,f,ri pro*r".,o,nu
MJnrc pal,ry 'they a,e reporled net ot e{r-na,ed Jn(ollect.ble "";r.r,r. 

' - - ""

Fund financial statements

The fund-fjnancial statements segregate transactions reated to certain functions or actrvities inseparate funds in order to aid financial ma
statem€nts present eacn *.,, ,"0 

", " 
*ii,'"13::l'Jli::^:J:[[T"iilii,llHlll,T" Iiil:major funds are ag8regated and presented in a single column.

The Municipality reports lhe following major governmental funds:

A) General Fund

This is the operating fund of the Municrpalrty and accounts ior ari financiar resources, exceptthose required to be accounted for in another fund.
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COMMONWEAI.TH OF PUER]O RICO
MUNICIPATITY OF TOiZA

NoTE5ToTHE FtNANcTAL STArE MrNrs (CoNINUro)
luNE 30,2012

2. SUtVTMARy OF SlGiJtflcANr AccouNTtNG poLtctEs (coNTtNUED)

B) 0eblt service fund

The fund accounts for resources accumu ated and
long ternr genera obligation debt ofgovernmenta

payment5 made for princ pal and interest on

Measurement focus, basis of accounting and financial statement presentation

The government,wide financial statemeni of Net Assets and the Statement of Activj|es, both
government and buslness type activities, are presented using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded at the time the liability is incurred, regardless of the t ming of related cash flows. property
taxes are recogniz€d as revenues in the year for which they are evled. Grants and similar items are
reco8nized ar revenue as soon as a I eligibility requirements imposed by the provider have been
net.

The governmental fund flnancia statements are presented usng the current fjnancial resources
measurement focus and the modified accrual basis of accouning. Revenues are recognized as soon
as they are both measurable and available. Under lhis method revenues are considered to be
rva lable when they are collectible with n the current perlod or soon enough thereafrer to pay
liabilrties of the current period. For this purpose, the government considers rev;nues to be avaitabte
if they are collected \&ithin 60 days of the end of the current fisca perrod. Expenditures generally are
recorded when a ,iability is incurred, except for debt service, compensated absence; and claims
and judgments erpenditures \,^rhlch are reported when payment i5 due

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptib e to accrual and so have been reccgnlzed as revenues ofthe current
fiscal period. Only the portion of special assessments receivable due wirhin the current fiscat period
is considered to be susceptible to accrual as revenue of the current period. All other revenue items
are considered to be measurable and avatlable only when cash is received by the governrnent.

Privaie-sector standards of accounting and financial reportlng ssued prior to Decefirber 1, 1989
generally are followed in the government-wide fin.ncial statements to the extent that those
standards do not conflict with or contradict gutdance of the c)vernmentaL Accounting Siandards
Board. Governments atso have the option of fo|owtng subsequ€nt private-sector guidance for their
business-type activities and enterprise funds, subject to this same limitarjon. The government has
elected noi to follow subsequent prlvate sector gLridance,

23



COMMONWEAI.T}I OF PUERTO RICO
MUNICIPAI,ITY OF I.OiZA

NorEs To THr FtNANctat STATEMENTs {CoNllilurD)
JUNE 30,2012

2. SUMMARy OF StGNtFtcAt{l AccouN flNG pOLtCttS {coNTtNU[D)

Measurement focus, basis ol ac.ountinB and finarcial statement presentation (continued)

As a general rule the effect of interfund activity has been ellrninated from the government-wide
financial statements. Amounts reported as program revenues nclude 1) charges to customers or
applrcants for goods, services, or privileges prov ded, 2) operating grants and €ontributions, and 3)
capital grants and contributions, including special assessments. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general revenues include
alltaxes.

When both restricted and unrestricted resources are available for use, it is the government,s po lcy
to use restriated resources first, than unrestrlcted resources as they are needed.

Proprietary fund financial statements include a stalement of net assets, a statement of revenues,
e)(penses and changes ln fund nets, and statements of cash ftows lor the proprietary fund which
include a low income housing project know as Brisas De Loira prcject.

The Municipality has elected to not apply all statements and nterpretation issued by FASB after
November 30, 1989.

Proprietary funds are accounted for using the "economic resources" measurement focus and the
accrual basis of accoLrnting. Accordingly, all assets and liabitities (whether current of noncurrent)
are include on the statement of net assets. The statement of revenues, expenses and change in
fund net assets present increases (revenues) and decrease (expenses) in total net assets. Underthe
accrual basis of accounting, revenues are recognized in the period in which they are earned while
expenses are recognized in the period in which the liability is incurred

Operating revenues in the proprietary fund are those reveflues that are generated from the pnmary
operating of the fund. All other revenues are reported as non-operating revenues. Operating
expenses are those expenses that are essentlal to the primart operations of the fund. All other
expenses are r€ported a5 non operating expenses.

Cash, cash equivalents. cash with fiscal agent and investment

The Municlpality's flnance director is responsible for investing evailable resources. The Municipality
is restricted by aw io invest only in savings accounts and certifi(ates of deposlt with banks qualified
as a depository of public funds by the Puerto Rico Treasury Department (pRTD) or in insrruments of
the Government Deve opment Bank for Puerto Rico (GDB). The Municipality's policy is to invest any
excess cash in interest bearing deposits wlth inslitutions qualified by the PRTD. Earnings from these
funds are recorded in the corresponding fund as interest income.
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COMMONW€AI-TH OF PUERTO RICO
MUNICIPATITY OF TOiZA

NorEs To THE FtNANCtAT STATEMENTS (cON' NUEO)

JUNE 30,2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {COI{TINUED)

cash with fiscar agent in the governmentar fund consists of unused proceeds from bonds and notes
issued for the acquisition and construciion of major capital improvements. Cash with fiscal agent in
the debi service fund represeots special additional property tax collections reta ned by the
Municipal ReveflLre Coliection Center (CRtM) and restricted for the payment of the M!nrcipality,s
debt seruice, as established bv law.

The Muniaipality considers a r investments with an orrginar maturrty of three months or ress to be
cash equivalents.

lnterfund receivables and payables

Activities between funds that are representat ve of lending/boffowing arrangements outstandiog at
the end of the fiscal year are referred to as etther due to/from other iunds (i.e., the current portron
of interfund loans) or advances to/f.om other funds (i.e., the non-current portion ot interfund
loans). lnterfund recervabres and payabres between funds within the governmentar activities are
eL'-n natpd tn tl^e (ldterent of nol dsset:

Capitalassets

Caprial assets, whirh include property, plant, equipment, and infrastructure (which rs norma y
immovable and of value only to the Municipality, such a5 roads, bridges, streets sidewatks, and
drainage system), are repolted in the government wide financia ,iatements.

capital assets purchased or acqurred are carried at hrstc'rica cost or estrmated historicar cost.
Contributed assets are recorded at fair market value .s of the date donated. Addttions,
improvements and other capital outlays that significantty extend the useful life of an asset are
capitalized. Other costs incurred for repairs and malntenanceare expensed as incurred. When
historical cost is not available it is estimated using historic sales of the year of the acquisition of the
related capltaL assets.

Depreciatlon in capitar assets rs carcurated on the straight rine bas s over the folrowing estimated
Lrseful lives:

25 ' 50 years

20 50 years

S 10 years

3 - 20years

lnfrastructure
Building and building improvement
Furniture and fixtures
Vehicles and equipment
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2. SUMMARy OE StGNTFtcANT ACCOUNTINc poLtctEs (coNTtNUED)

Fund balance

The Municipallty adopted the provisions.of GASB Statement No. 54, Fund Balance Reporting andGovernmental Fund Type Defrnitions (cASB S4), whlch enha|ced the usefulness ot fund balancerntormahon by providing clearer fund balance_classjfications that;an U" ,"," .o^rr"r**,, arrl,"a.This st.tement estab|shes fund balance rtassrfications that comprise a hrerarchy based primar,y onthe extent to which the Authority is bound to observe constraints,.Oor"ilr"" *a *a ofresources reported jn governmental f unos.

PlIsuant,to the provisions of GASB 54, the fund balances amounts are reported as nonspendablerestricted, commjtted, assigned and unassigned, based 
"" ,i," *r",rr" ,ul"c,h ;ihe consrraintsthat control how specific amounts can be spent, as described folows:

.i. Nonsoendable _ Represent resources that cannot be spent read ly with cash or are egallyor contractually required not to be spent, including but not limite; to inuintories, prepaiajtems, long_term balances of loans and notes receivable.

.:. Rertricted - RepresenL re.oJr, pq rnat Lan bF 5opnt on ) 
.or rhe :pe.rf. prroo,es stipu.atedby constitutional provisions, external resource p.ra"r, f*"r""ffv ,rpjr"J"ly creo;tors orgranrors), or through enabring regislaton (that is, regisraron,n.i .rJ*url"u* ."*nr"sources and restrict its Lrse). Effec|vely, restric|ons may be .hang"a o, iifi"a onfy ,ritn ,f,"consent of resourae providerg.

COMMONWEATTH OF PUERTO RICO
MUNICIPATITY Of I-OizA

Norts To THE FtNANctAL STATEMENis {CoNTTNUED)
Jur.lE 30,2012

qommitted - Represent resources used for specific pLrrposes, imposed by formal action ofthe entity's highest level of decision makin!

""0 
.";;",, ;"; ;;";;;; ;;;:i;;:#J[,"::::::l:Jfi.Tlil:l;:1,.;;:[?l,l,"j]1,,,"""

Assisned - Represent resources intended to be used by Ihe entity for specific purposes butdo not meet rhe criteria to be classified as restricted o, commttted 
f C"""r"f tnlJ*f riion.approved by the governing body). tntentcanbeexpresseabythegover"nr;;;;;;;;""a

off;oa, or body to wh.ch the governing bodv dereg:ter a"thor,ty ," *" "r.iir'*,,i ,n"oytdws of ihe aut10,,tv rn gouornrenrat tunar rn". ,,,.. ,i. ,"1*,ii;;, .;l;#'.tr".balance represents the rernainlng amount that is not restricted oi commit,"o. 
-*- '_ ''

l.hassiqned - Represent the resrdual classification for the entrty,s general fund and incl!desall spendabie amolrnts nor contained in ttre otner classitrcatro"ns 
- 
; ;;J iil:.':r"u'lassigned clags f (at:o1 rs Jsed only to reporr d dpf,( t baldn.e re\ ,tino r."_ ;.,"- -::,:ror 5oerir,c pu.po5e ror whx h amounr, had bpen r".,,.: * ;;;,,';;;."";:rr,;;:;'*"' *
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COMMONWEAI.TH OF PUTRTO RICO
MUNICIPATITY Of I,OIZA

NorEs To THE FtNANcrat STATEMENTs {CoNTtNUro)
JUNE 30,2012

2. SUMMARY OF SIGNITICANT ACCOUNTING POI.ICIES (CONTINUID)

Risk financing

The Municiparity carries insurance to cover casuarty, theft, tort crarms and other rosses. rnsurancepolicies are negotiated by the puerto Rico Treasury Department and costs are allocated among alithe municipalities of puerto Rico. Cost of jnsurance allocated to the vunicirr,,i, 
"nii"o*,"0 fl.o.the gross property tax collections by the Municipal Revenue Collection Center 6he 

,CntV ,1 for tt eyear ended lune 30, 2012 amounted to approximaiely S133,949. The current insurance potictes havenot been cancelled or te.minated. The CRtM also deducted approximately $413,43s tor workers
compensation insurance covering all municipal employees.

Compensated absences

Employees accumulate vacatlon leave at a rat€ of 2.5
Unpaid vacation time accumulated is fully vested to
En'rployees accumulate slck leave at a rate of 15 days
event of employee reslgnation, the employee is paid
maximum allowed

days per month up to maximum of 60 dayr.
the employees from the first dav of work.
per month up to a maximum 90 days. tn the
for accumulated vacatrons days up to the

separation from emproyment prior to use of aI or part of the sick reave terminates arr righis for
compensation, elcept for emproyees with ten years or more of service who are entitred to sick reave
PaY up to the maximum allowed.

Employees' maximum allowed vacations and vested sick benefits are accounted for in the Statement
of Net Assets.

Post employment benefits

Pursuant various Acts, ihe Municipalitv is required to cover annually the 3% increase (cost of livinB
allowance) in the retirement plan of it,s retires employees. Subjtantially all of the e.ptur"", rnry
become eligible for these benefits of they reach normal reti,ement to whie working for the
Municipality. For the fiscar year ended June 30, 2012, post emproyrnent benefits retirees amounted
to S36,270. These benefits are recorded as expend tures when informed by the retirement plan.

Use of estimates

The preparation of financial rtatements in conformity with accounting principles generally accepted
in the united States of America requires management to make estimates and assumptions ihataffect the reported amor.rnts of assets and liabilities, and dtrclosure of .on,t,a"ni lrr"t, 

"naliabilities at the date of the financial statements and the reported amounts j revenues and
expenditures/expenses during the reporting period Actual resulh could difler from those estrmates.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF IOiZA
NoTrs To THE ttNANclar SrarEMaNrs (CoNTTNUED)

JuNr 30,2012

suMMARy OF StGNtFtCANT ACCOUNTING pOUCtES (CONTINUED)

Restatement

The net assets as reported n the prlor year has been resta,.ed asfollows:

As previously reported S10,604,4G2
Restatement 7.422.731

a rerr ar"d St2_O26Al

The net assels was restated to recogn;zed capttal assets did not caprtalized in prior periods

3. PROPER]YTAX

The personal property tax is self assessed by the taxpayer on a return, which is to be f led by May 1S

of each year with the Municlpal Revenue Collector Cenier (the CR Nl), a governmental entity created
by the Commonwealth of Puerto Rico. Real property tax is assessed by ihe CRtM on each pjece of
rea state and on each buildlng.

The assessment is made as of lanuary 1of each ye:r and is based on current values for personal
prope(y and on estimated value ar of 1957 for real propertytax. The tax on personaL prope(y
mustbepaidinful together with the return by May 15. Thetaxonr€al property may be paidln
two installments by iuly 1 and January 1

The CRIM is rerponsible for the bliling and collecttons of reat and personal prope(y taxet on beha f
of a I the municipallties of Puerto Rico. Before the beginning ofeach fiscalyear, the CRIM informs
the Municipality of the estimated amount of property tax expe(ted to be .ollected for the ensu ng
fisca year. ThroughoLrt the year, lhe CRIM advances funds to the Municipa ityba5ed onthe inttal
estimated collections. The CRIM rs requ red by law to prepare a settlement statement on a fiscal
year basis, where by a comparison is made between the amounts advanced to the Municipality and
amounts actual y collected from taxpayers.

Thls settlement has to be compLeted on a preliminary basis not later than three monlhs after fiscal
year end, and a finaL rettlement made not ater than six nronthr after year end tf theCRlMremits
to the Municipality property tax advances, which are less than the tax actua ly co lected, a

receivab e from the CRllvl is recorded at lune 30. However, if advances exceed the amount actually
collected by the CRIM, a llabil ty to the CRIM is recorded at lune 30.

Residential rea prope(y occupled by ts owner is exempt by aw from the payment of propeny
taxes on the first 515,000 of the assessed vaLue. For such exempt amounts, the puerto Rico
Treasury Department assumes payment of the basic tax to the l"4unicipalities, except for property
assessed at less than 53,500 for which no payment is made. ls part of Law No 83 of August 30,
1991, as amended, the exempt amount to be paid by Pue(c Rco Trea5ury Department to the
Municipalities was frozen as of lanuary 1, 1992. ln add tton, the lavr' grants a tax except on from the
payment of personal property taxes of up to s50,000 of the assessed value to retailers havinS
ann ual net sales of less than 5150,000.
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3. PROPERTY TAX (CONTINUED)

The rates are 8 83% for rea property and 6 83

Bas c property
Additional special property - state
Addit onal spec al property - municipal
Drscounts made by state to tax p,yer

for personal properly. The composition is as follows

Real

6.AA%

1.034/,

3.40%
< .20%>

]94%

Personal

4.40a/.

1.03%

3.40%
<.20%>

94v.
4, VOTUME OF BUSINESS TAX

The municrpa ricensetaxis evied annuary based on the vorume of business of cerla n businesses
and industrial organiuationg that operate in the Munictpality. The tax rates are 1.SO% for financing
institutions and .50% for the other bus ness tnstitu!ons. The taxpayers must file a return not tater
than Aprll 15 of every year and the tax is payable n two lnsta lments, due in tuly 1 and tanLrary 1 of
the following fiscal year. The amount evjed could be paid with a five percent (S%) discount if
payment is made on or before the filing date. The Municipality lev ed and collected during the year
ended lune 30, 2012, 5297,BU corresponding to the following llscal year volume of business tax.
This amount was recorded as deferred revenu€, and is presented as a liability in the accompanying
f;nancial5tatements.

5. SALE TAX

Pursuant to an amendment to pLlerto Rico lnternal Revenue Code, Act 117 of July 4, 2006, the
MLrnicipal Legidature approved the Ordinance E, Series 2006-2007 to establtsh a city tax
contrlbution, effective November 7,2006, \o 1.5% over all transact ons of sales ot goods and
Services made on Loiza's boundarles. According to the Ordinance, these new resources will be
principaily used in the following activirres repars and rmprovemenls of Munjctpat roads,
infrastructure and sport facilities, construction of curbs and sidewalk, purchases of heavy
equipment.

Pursuant to the provisions of the Law Number B0 of July, 29, 2007 and effective August 1, 2007, the
citizenship contrrbution was uniformry establshed in 1.5%, for al the municiparife; in puerto Rico,
of which 1% will be collected by the municipaltties and the remaining .S% will be coJlected by the
Treasury Department of the commonwearth of puerto Rico. A porlion of those tunds wil be
deposited in the Puerto Rico Governmental Development Bank, a\ a redemption fund, for financing
capital projects to the municipalities.
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COMMONWEALTH OT PUERTO RICO
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JuNr 30,2012

Restricted cash :n the business-type activtties consists ofj

Tenant security deposit, S tZ,ga8
Reserve for replacement 1j5,556
Fe(e \,e fo'ta.ps and ota"r .e(er!e tj 2Z3
Other rererves 1397

sr5ru24

Under the regulatory agreement, Project is required to set aside amounts for the replacement of
property and other Proiect expenditures approved by HUD. HUD - Restricted Deposits are held in
separate accounts and genera y are not available for operating prrposes.

Tenant's SecLlrity Depogit and its accurr1ulated interest are he!d in a separate bank savings account
in the name of the Project, in compliance with t SDA-RD and HUD requ rements. Anyamounts not
returned to the tenant due Io lease violations are transferred to the project,s general operating

6. GRANTS AND ENTITI.EMENTS REVENUE

Grants and entitlements revenue consists of contributions received from certain quasi_public
corporations of the Commonwealth of puerto Rico, such as the puerto Rico Aqueduct and Sewer
Authority and the Puerto Rlco Electric power Authority. Also, the lvunicipality recetves some
subsidies from the Commonwealth of puerto Rico whlch include, among others, a subsidy for
general operations and for the financlng of capital improvements. The intergovernmental revenues
are recorded in the General fund, except for those that are legally restricted for expendjture for
specified purposes which are recorded in other governmental funds.

7. RESTRICTED DEPOSIT
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B. CAPITAI ASSETS

Capital asset activity for the year ended lune 30, 2012 was as follows

lu ne 30. 2011
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licrea5et lune 30.2012Primary Government

6overnmental activities:
Capital assers nor being depreciated:

Capital asrets beinE depreciared:

Euildings, park and courts
Furniture and f ixtures, automobilet

and equipment

Total capitdl a5sets b€lng depreciated

Less accumulated deprec:ation for:

Euildings, parks and.ouns
f urnit!re and fixtures, automobiles

and equipment

Total d€preciable capltal as(ets, net

Governmental activities capital assets net

Business-type activiti€s:
Capital assets net beinB depreciated:

Capital as5ets beinE depre.iatedl
BuildinB and improvementr

Less accumulated depreciation:

Building and improvements and

Total depreciable capital assets, net

Business activities capital assets, net

S r.687 s16

19,426,t02
10,979,148

3.397.887

33.803.137

(5,964,266)

{3,342,7s9)

lr-825.294)
(11.132_319)

22-67A.818

24.358.334

109.73!

3,140,157

308.528

3,448,685

(2.34t 649)

1105.036

r-274-711

521-523-105

31

s1,831,978

746.856

2 s78.834

(435,s13)

\244,3O2)

{243.748)

1923.563)

1.655.271

7655.271

s 1 687.s16

21,258,080

10,979,148

4_144.743

35.381.971

16,399,1191
(3,587,061)

{2 059.042)
(12 0s5.882)

24 326.089

26.013 605

109.735

3,143,611

320.550

3,464,1,67

12.47A.702\

993.465

1.103.200

s12116305

3,460

t2.022
15,482

127.0s3)

1111571)

{111.571)

s1543.700



H

t

E
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MUNICIPATITY OF tOiZA
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JUNE 30,2012

B. CAPnALASSEIS (CONTTNUED)

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

Governmental Eusiness-Type

Activities

ffin

H

H

G'

E
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h

E

E

u

Ll

l{

E

E

!

E

q

B

I

6eneral administration
Public safety
Public works

Education, culture and recreation

Health, sanitation and welfare
Public relation, tourism and citizen affairs

Housing

Total depreciation expense

Activities

53s0,666
58,190

318,383

s0,005

701,275
39,044

qlEll
s127,053

$27_051

9. IONG,TERM OEBTS

Longlerm liability activity for the year ended lune 30, 2012 was as fol ows:

Primary Government Beginnlng
Additions ReductionsGovernmentalactivities; Balance

Ending Due Within
Balance One Year

Eonds and notes

Notes Payable CRiM - Law42

Note Payable CRIM loan -
Digltalization
compensated absences

Legalsett ement

Total

Business-typ€ activities:
Mortgage payable

Total

5 B2o,ooo S (9o1,ooo) S 9,167,000
(9,8s8) 149,440

(13,733)

591,839 1,955,232

_ 1t.141.211|, 505,904

!.4r1j3e

1,411,839 0,271,802) 12,177,576 2,411,060

s 9,248,000
159,298

13,733

1,363,393

1.853.115

13,237,539

5 9o5,9oo

20,640

977,516
s05.904

1.938.285

sl5tt5-8?4

(32,166) 1.905.119 3s.7os

s2303-958 s-1428i,695 52.446J65
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF I.OiZA
NorEs To THa F TNANoA! STATEM ENTs {CoNrNUEo)

JUNE 30,2012

9. roNG-1€RM DEETS (CONIrNUED)

Governmental activities:

Bonds and notes:

S451,000 series if 1993, payable in annual instalLments of 528,000 to

S32,000 until January 1, 2015, interest at 5%.

5100,000 series of 1996, payable in annual installments of 57,000 to

58,000 until lanuary 1, 2015, interest at 4.5%.

S1,685,000 series of 1999, payable in annual installments of S65,000 to

5150,000 Lrntil luly 1, 2023, interest ranging from 5.88% to 87o.

S555,000 series of2002, payable in annualinstallments of520,000 to

S55,000 Lrntillulv 1, 2026, interest at 1.47%.

5400,000 series of 1997, payable in annua installments of530,000t0

540,000 untilJuly 1, 2016, interest at 6.75%.

5130,000 series of 2004, payable in annual instaliments of S5,000to

S10,000 until iuly 1, 2028, interest ranging from 5.0% ta 65%.

5360,000 serles of 2010, payable ln an installment of 54s,000 to $65,000

on luly 1, 2017, interest at 6%.

595,000 series of 2004, payable in annual installments of 53,000 to

57,000 untilluly 1, 2028, interesl at 1.72%

S455,000 seriesof2004, payable in annual installments of515,000t0

S35,OO0 until July 1, 2028, interest ranging from 5.0%to 6.5%.

5925,000 series of 2005, payable in annual installments of 540,000to

S70,000 ufltilJuly 1, 2024, interest at 1.72%

52OO,O0O series of 2006, payable in an annual installment of S35,000

on luly 1, 2012, interest at 4.75%.

9820,000 series of 2007, payable ln annual installmen!s of 515,0m to

570,000 untilluiy 1, 2032, interest at 1.72%.

5 119,000

22,000

1,225,000

530,000

130,000

90,000

320,000

78,000

370,000

700,000

35,000

770,000
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COMMoNWEATTH oF PUtRTo RIcO

MuNtclpAllw oF lolzA
NorES ToTHE tlNANcrAr SrAEM ENTs {CoNllNUEo}

,uNE 30,2012

9. LONG.TERM DEBTS (CONITNUED)

Governmental activities:

Bonds and notes:

S1,155,000 series of 2008, payable in annuaJ installments of 5110,000 t0

S160,000 until July 1, 2017, inlerest ranging at 1-72%.

S9OO,O00 series of 2008, payable in annual installments of 5155,000 to

5180,000 until July 1, 2014, interest ranglng at 1.72%.

5135,000 series of 2008, payable in annual installments of 55,000 to

520,000 untilJuly 1, 2023, interest at 1 72%.

5445,OOO series of 2008, pavable in two annual installments of 595,000

and S105,000 uniilJuly 1, 2013, interest rangine at 1.72%.

5935,000 series of 2011 payable in annual installments of S125,000 to

5155,000 until July 1, 2016 interest at 6010 due semiannuallv'

51,033,000 specialobllgation note series 2011, payable in mcnth

installments ranging from 5123,900 to S181,400 until .luly 1, 2017 interest

at 6% due semiannuallY.

S82O,0OO series of 2011, paYable in annual installments ranging from

$2O,OO0 to S70,O0O through Julv 1, 2031 interesi at 6% due semiannually'

S735,000 special obligatlon bonds series 2010, payable in annLral

installments of ranging from S10,000 to 565,000 untilJulv 1,2035lnterest

at 5% due semiannuallY

Totalbonds and notes

Business tYPe-activitiesl

Two mortgage notes collateralized with land and building' payable in

monthly installment of 54,802 and 51,312, including interest al an annual

rate of 9% 6.87% through December 2051'

790,000

500,000

120,000

200,000

710,000

913,000

820,000

725.000

9.157,000

1,906,119

s1L0tl-119
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ij 9. LONG-TERM DEBTS (CoNTTNUID)

B

The annual debt service requirements to maturity bonds and noles payables of iune 30, 2012 are as

E follows:
g

Govern mental -type Activities:

E ASgregate

E Year ended lune 30 Principal lnterest Pavment

t 2o1l s 9o5,9oo 5 s64,314 I 1,411'274

E zoiq 969,900 524,831 L,4s4,Br
2015 942,000 458,659 1,400,659

B 2or5 802,000 398,986 1,200,986

E zot; 836,800 342,080 1,178,880

20LB-2012 2,007,400 1,197,A77 3,245'271

fr 2023 2021 1,518,000 6a6,8t9 2"164'819

H zo:e-:olz 894,ooo 266,s18 1,160,s18

2033-2037 290.000 42815 332.875

EE sg.ror.ooo s4143-089 x13-610.089

U Business-type a(tivities:
il

Two mortgage notes are payable in monthlv installmenls of 54,802 and S1,310 including

ii Interest ai a^ annual rate of 9% and 6 857% through December 2051'
q

Mortgage payable consist of permaoent residence loans provlded by USDA Rural Development'

I The land and burldrng of the Project collateralized the mortgage note'

n

Mortgage notes payable mature as follows:

i
[ ,eal ended lune 30 PrinciDal

r 20 1l S 35,70b

E ,or, 38 s75

2015 42'545

I 7016 46 444

{ ,or, so l6J

Thereafrer 1.692.286

uE 
'"9o6---1lq
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF TOIZA

NolEsToTTiE FINANCIAL STA-IT M ENTS (CONNNUTD)

JUNE 30,2012

9. I.ON6.TgRM DEBTS (CONTINUED)

Note payabl€ - CRIM l-aw 42

Note payable of 5778,136 represents a repayment agreement wlth GDB and cRlM to repaY the

excess of prope y taxes advances from fiscal years up to 2001. The CRIM 'a/ill retain the principal

and interest from the property taxes advances. The amounts retained by CRIM will be remitted to

GDB on July 1 of each year through 2032. The repayment agreement is payable in semi annual

aBgregate principal installments of 533,348 includlng an interest ote of 6'187%'

Year ended June 30 Principal lnterest

s 20,640

21,931

23,315

24,780

26,331

158,690

215,215

258.526

$Z49.440

5 46,0s7

44,760

43,382

47,9r1

40,360

11A,197

118,277

41.6t4

s55rt59

Total

5 66,697

66,691

66,691

56,697

66,697

333,487

333,487

300.140

5L300199

2013

2014

2015

2016

2411

2018-2022

2013-2021
202A 2032

10. RETIREMENT SYSTEM

Defined Benefit Pension Plan

The Employees' Retirement System of the Commonwealth and its instrumentalltles lthe

"Retirement System"), created pursuant to Act' No' 447 of Mal 15, 1951' as amended' is a cost

sharing multiple employer defined benefLt penslon plsn sponsore{i by, and reported as a component

unit oa the Commonwealth. All regular employees of the Municipality hired before lanuarY 1' 2000

and under 55 years of age at the date ol employment became mernbers of the Retirement System

as a condition to thelr employment. No benefits are payable if the patrcipant receiveE a refund of

hi5/her accumulated contributions.

The Retirement System provides retirement, death and dlsabilty benefits pursuant to legislation

enacted bY the Commonwealth's leglslature Retirement benef!5 depend upon age at retirement

andthenumberofyearsofcred]table5ervice,Benefitsvestafiertenyea15ofplanpart]cipation,
Disability benefits are available to members for occupational and non occupatlonal disabllities-

However,amembermusthaveatleasttenyearsofservicetoreceivenonoccupationaldi5abilitY
benefits
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF LOiZA

Norts To THE FlNANctaL SIATEMEN$ {coNTlNUto)

IUNE 30,2012

ii
10, RETIREMENT SYSTEM (CONTINUED)

D€fined Benefit Pension Plan (conlinued)

MembersWhohaveattainedatleast55yearsofageandhavecompletedatleast25yearsof
creditable service or members who have attained 58 years of age and have completed len years of

creditable service are entitled to an annuat benefit, payable monthly for life' The amount of the

annuityshallbeoneandonehalfpercentoftheaveragecompensation'asdefined'multipliedby
the number of years of cleditable service Up to t\{enty years, plus two percenl of the average

compensation, as defined, multiplied by the nLrmber of years oi creditab!e service in excess of 20

years. ln no case will the annuity be Iess than S200 per month'

Participants who have completed at least 30 years of creditable seruice are entitled to receive the

Merit Annuity. Participants who have not attalned 55 years ol age will receive 65 percent of the

average compensation, as defined; otherwise they will re(eive 75 percent of the average

comPensation, as defined.

Commonwealth legislatlon requires employees to contribute 5 775% for the first 5550 of their

monthly gross salary and 8.275% for the excess over 5550 of monthlY gross salary' The MunicipalitY

is required bythe same statute to contribute 9'275%ofthe partlcipant's gross salary'

oelined contribution Pian

The Legisiature of the Commonwealth enacted ac! No' 305 on September 24' 1999' which amends

ActNo.44Ttoestablish,amongothers,aClefinedcontributionsaVingsplanproEram(the
;'Program"l to be administered by the Retirement System All regular employees hired for the first

time on or after lanuary 1, 2OO0 and former employees who participated in the defined benefit

pension plan and are rehired on or after januarY 1' 2000 b€come members of a Program as a

;ondition to their employment received a refund of their contributions. ln addition, employees who

atDecember3l,lgggwereparticipantsofthedefinedpensionpan,hadtheoption,uptoN,4arch
31, 2000, to irrevocably transfer their prior contributions to the deflned benefit pension plan plus

interett thereon to the Program

Act No. 305 requires emploYees to contribute 8 275% of their nonthly Eross salary to the Program'

rrnprov""t t""V elect to increase their contribution up to 10% of their monthly gross salary'

irr,"t"" -*.,0*.* are credited to his/her individual accounl estabiished under the Program'

Partici;ants have three options to invest their contributions tothe Program' lnvestment income is

credited to the participant's account semi'annually'

E

I

q

The Municipality is required by Act No' 30S to contribute

The Retirement System will use these contributions to

unfunded status of the deflned benefit pension plan'

9 215% of the participant's gross salary.

increase its asset level and reduce the



COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF tO[zA
NoTEs To THr FTNANCTAT STATEMTNTs (CONINUED)

luNE 30,2012

10. RETIflEMENT SYST€M (CONTINUED)

Dellned Contribution Plan (Continued)

The Municipality is required by Act No. 305 to contribute 9.275% of the participant's gross salary.

The Retirement System will use these contributions to increase its asset level and reduce the

unfunded status of the defined benefit pension plan.

upon retirement, the balance in the participant's account will be used to purchase an annuity

contract, which will provlde for a monthly beneft during the parti.ipantl life and 50% of such

benefit to the participanfs spouse in case of the participanfs death. Partlcipants with a balance of

510,000 or less at retlrement wilL receive a lump-sum payment. ln case of death, the balance in the

participant's account will be paid in a lump-sum to his/her beneficiaries. Participants have the

option of a lump-sum or purchasing an annuity contract in case of permanent disability,

Totalemployees and employer contributions to the above mentoned pJans during the year ended

June 30, 2012 amounted to approximately 5240,871 and 5309,774, respectively. This amount

represented the required contribution for the correspondinE year.

Additional information on the Retirement System is provided in it' financial stalements for the year

ended June 30, 2012, a copy of which can be obtained from the Retirement System

11. CONTTN6ENCtES

Amounts received or receivable from grantor agencles are subjecl to audrt and adjustment by

grantor agencies. Any disallowed claims, including amounts akeady collected, may constitute a

liability of the applicable funds. The amount, if any, of the expendrtures whlch may be disallowed by

the grantor cannot be determ ned at this time, although the Municlpality expects such amounts, if

any, to be immaterial.

The Municipality is defendant and/or codefendant in several llligatlons arising out of the normal

Municipality's operations Most of the cases are covered by insurance- Management, after

consultation with legal counsel ls of the opinion that the ultimate liabllity, in excess of insurance

covera8e, if any, resulting from such pending Iitigations will not have a material adverse effect on

the Municipality's financial position .
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COMMONWEATTH OF PUERTO RICO

MUNICIPAIITY OF I.OIZA

ScHtoutE Oa I u D6tTAAy CoM paRtsoil

FoR THE YEAR INDED luNr 30, 2012

GENERAL FUND

ORIGINAL

BUDGET

AMMENDED

BUDGET

VARIANCE

WITH FINAT BUD6ET

fAVORASLT

{UNTAVORABLEI4eru4!

Revenues:

Taxes:

Property taxes

Municipaltax
Sales tax

Construction excise tax
Licenses afld permits

lnterest
Rent

Grants and entitlements
Other

Totalrevenues

Expenditures:

General administration
Public safety
EdLrcation, cultLrre and

recreational

Publlc relation, tourism and

citizens aflairs

Public works and 5anltatlon
Health, sanitation and welfare

Totalexpendrtures

Excess of expenditures over

5 2,637,992

1,137,369

315,621

300,000
5,000

10,000

80,640
6,757,637

1.589.000

12.863.265

7 ,184,621
1,196,840

593,118

1,446,5L7

1,690,498

755.671

12.863.265

s_

5 1,631,992

1,137,369

315,627

300,000

5,000

10,000

80,640
6,181,631

1.589.000

\2,863.265

1,18A,621

1,196,840

593,118

1,446,511

1,690,498

755.611

72,861.16s

s

s 2,899,874

213,860

364,210

625,128
10,050

7,609

11,795

6,833,357

2,904.316

11.816.2s9

1,881,167

1,284,284

659,037

1,010,037

2,t86,994

14,491.083

5 1514-821)

s 251,882
(923,s09)

48,583

325,128

5,050
(2,391)

(62,84s)

45,720

1.315.375

(707,140)

\81,444)

(55,919)

436,414
(1,095,496)

(107.293)

(1.627.818)

s 16L4,824)

.10

I

I

f
I
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I

I
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I

I
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF I"OiZA

NoTESToScHfDU!EOFBUoGETARyCoMpART5oN

JUNE3O,2012

1, BUDGETS AND BUDGETARY ACCOUNTING

The Ny'unlcipa ty folows these procedures ln establlshing the bL.rdgetary data refected ln the

f nancial statements:

Formal budgetary integratlon is employed as a management control device during the Year for

the General Fund. Formal budgetary integration is not employed for special revenue funds

because effective budBetary control is alternatively achieved throuBh legal and contractual grant

requirements proviSions,

On or before May 15, the Mayor submits to the Municipal Legislative gody a proposed operating

budget for the fiscal year commenclng the lollowing July 1- The operating budget includes

proposeo erpenditures and the med,lr for f;nancing tnem

Prior to JLrne 13, the budget is legally enacted through parsaBe of an ordinance.

The Municipal Legislative Body approves, by ordinance budget appropriations by functional

basls. The Mayor is authorized to transfer budgeted amounts between departments within any

fund; however, any revisions that alter the total appropriations of any fund must be approved

by the lv!unicipal Legislative Body.

Unus€d appropriations for the annual budgeted funds lapse at the end of the Year'

The budget is prepared on the budgetary basis of accountinB. The actual results of operatlons,

presented in the Statement of Revenues and Expendituret - Budget and Actual General Fund, is

in conformity with the budgetary accounting of the Municipality for a better comparison with

the budget information.

The presentation of the budgetary data excludes other appropriations such as capital proiects,

debt service and special revenue funds because projects are funded on a multi'year nature,

generally requiring several years to complete or effeclive budgetarY control is alternatlvely

achieved through general obligation bond indentures and legal and contractual Srant agteement

provisions.

1)

1)

5)

3)

4)

E
&

B
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF I,OiZA

NoTE5 To ScBEout€ OF BuD6ETARy CoMpARtsoN

JUNE 30,2012

2. RTCONCITIATION OF GMP TO BUDGEIARY EASIS

Adjustments necessary to reconcile the revenues and expend tures of the ceneral Fund at the end
of the year, frorn the generally accepted accounting prlnciples to budgetary basis, are as fo lows:

Excess of expenditures over revenues, budgetary basjs

Adjuttments to accounts payable and accrued expenses to
adjust expenses from budgetary basis to modified accrual
basis

Adjustments to accounts receivable

Excess of revenues and other financial sources under
expenditure and other financial sources per generally
accepted accounting principle

$ (614,824)

\891,22s]

(359,003)

srir6-0!
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IW OF LOiZA

ScHEoULE OF ExprNorruRts Or FToERAL AwARos

YEARENDEDIUNE3O,2012

NUMBER DISBURSEMENT

US Department ol Housine and Urban

Develooment
Passed through:

Municipal Service Administration:
Community Development Block Grant 14128 52,128,955

Municipality of San iuan Housing Opportunitles
for Persons with AIDS (FOPWA) '14.241 90,564

Puerto Rlco Department of tamily:
Shelter Plus Care L4 238 65,502

ARRA Homeless Prevention and Rapld

Re-Housing Program 14.262 70,424

Direct Programl

section 8 - Housing Choice Vouchers 14.871 49.569

2.446.014

US Department of Health and Human Services

Passed throughl
PR Depa(ment of Family:

Child Care and Development Block Grant 93.575

257,125

US Deoartment of Asriculture
Passed through;

PR Department of Education:

Child and Adu t Food Program 10 5s8 2t.649

21,649

US Department of Energv

Passed through:
PR Energy Affairs Administratlon

Energy Efflciency and Conservation Grant 81 128

14.550

9?@EC



COMMONWTATTH OF PUERIO RICO

MUNICIPALITY OF I-OiZA
NOT.STo ScHEDULE OF ExPENDIIUREsoT FEDERAI AwARDs

luNE 30,2012

1. BASIS OF PRESENTATION:

The accompanying Schedu e of Expenditures of Federal Awards includes the federal grant activity of
Municipality of Loiza and is prepared on the modifled accrual basls ofaccounting. Accordingly, amounts
presented in the accompanylng sch€dLrle agree to amounts presented in the basic financial statements.
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REPORT ON INTERNAL CONTROL OVER FINANCIAI. R[PORTING AND
ON COMPTIANCEAND OTHTR MAITERS BASED ON AN AUDIT OF

FINANCIAL S]ATEMENT5 PTRFORMED IN ACCORDANC€ WITH
GOVERNMENT AUDITING STANDARDS

To The Honorable Mayor And
Municipal Legislative Body

Muni.ipality of Loiza

Loira, Puerto Rtco

We have audited the financial statements of the governmental activities, each major fund, and theaggregate remalning fLrnd information of Munlcipa ty of Loiza, puerto Rico, as of and for the year endeclJune 30, 2012, which collectively comprise the Municipality of Loi?a, puerto Rico,s basic flnancialstatements and have issued our report thereon dated FebrLr.ry 28,2012. Other5 auditors auditedthe financial statements of the Brisas de Loizi, projeci, as described in our repo( onMunicipality of roiza, puerto Rjco' frnanciar statemenis. This report does not incrude the resultsof.the other auditors,testing of internal control over fnancial reporting of-cimptiance andother matters that are reported on separatery by those audrtors. the repJrt on basic financiarstatements was qualified. because rhp acco!nting records of Municipality related to accountspayable and interfund transactions were not adequate.

txcept as discussed in the precedjng sentcnce, we conducted our aud,t in accordance wrth auditingstandards generally accepted in the United States of America and rhe standards appticabe tofinancial audits contained in Government Auditing Stondords, $rt)ed fV ti,e Corptro er Cenerat otthe United States.

lnternal Control Over Financial Reoortinq

ln planning and performinB our audit, we cons dered Municiparity of Loiza, puerto Rico,s internar controrover financial reporting as a basis for designing our audrtng procedures for the purpose oiexpressing our opinions on the financlal statements, but not for the purDose of expressrng an opinionon the effectiveness of Munrciparity of Loiza, puerto Rico's internar contror overiinanciar reporting.Accordin8ly, we do not express an opinion on the effectiveness of the Munjclpalrty;f Loiza, puerto
Rico's internalcontroloverfinancial report ng.

A deliciency in internol control exists when the desjgn or operatron of a control does not allowmanagement or employees, in the normal course of performing thejr assigned functions, toprevent, or detect and correct mrsstatements on a timery basis. A Doteriol weok;ess js a deficiency,or a combination of deficiencies, in internar contror such that there is a re.sonabre possrbirity that amaterial misstatement of the entityt in.nc;al statements wlil not be prevented, or detected andcorrected on a timely basis.
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REPORT ON INTERNAT CONTROL OVER FINANCIAL RTPORTING (CONTINUED}

Our conslcleration of internal conlrol over financral reporring was for the limiled purpose described

in the firrt paragraph of thrs sectron anci was Irot clesign.cl to idenlily all deliciencier rn intelnal

control over financial Ieporting that might be deficlencies, signiflcanl deliclefcies, or rnaterral

weaknesses. we identlfied certain deficiencies in internalcontrol over financial reporting, descrlbed in

the accompanyinB schedule of findings and questioned costs that we consider to be material weakness

in internal control over financial reportinS. Findings l'10 to 2'10.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Muncipality of Loira, Puerto Rico's

financial statements are free of material misstatement, we performed le5ts of its compliance vrith

certain provlsionS of laws, regulations, contracts, and Srant agreements, noncomplian'e with which

could have a direct and material effect on the determination of financial statempnt amounts'

However, providing an opinion on compllance with thote provisions was not an obiective of our

audit, and accordingly, we do not express such an opinion. The results of our tests disclosed ingtances

of noncompliance or other matters that are required to be reported nrdet Govetnment Auditng

Stondords and which are described in the accompanying schedule of flndings and quest!oned costs as

items 12-1to 12 2.

This report is intended solelY for the rniormation and use of management, C tY Councll' othert wlthin

the entity, and federal awarding aSencies and pass throLrgh entities and ls not intended to be and

should not be used by anyone other than these specified pa(ies

December 26, 2013

Aguas Buenas, Puerto Rico

License No.1339
Expires December 1, 2016

The,tamp No.E57007of th€ Puerto Rico

Society of Certt,ed Publlc Accountants was

affi)(ed to the criginalofthis report
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REPORT ON COMPTIANCE WITH REQUIREMENTS

APPLICABTETO EACH MAJOR PROGRAM AND ON INTERNAICONTROL

OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A.133

To The Honorable MayorAnd
Municipal Legislative Body

Municipality Of Ioiza
Loiza, Puerto R;co

Complianre

We have audited the compliance of Municipality of Loiza, Puelto Rico, with the types of compllance
requirements described in the U. 5. Office of Management and Budget (OMB) Circular A-133

campliance supplenent that are applicabie to each of its major federal programs for the year ended

June 30, 2012. Munlcipalities of Loiza, Puerto Rico's major federa program! are identifred in the
summary of auditor's results section of the accompanying schedule oF findlngs and quest oned

costs. Compllance with the requlrements of laws, regulations, contracts, and grants applicable to
each of its mator federal pro8rams is the responsibl ty of Muncipalty of Loiza, Puerto Rco's
nranagement Our responsibllity is to express an oplnlon cn Municlpalty of Loiia, Plerto Rco's

compLiance based on our audlt.

Nlunlc pality of Loiza, Puerto Rrco' bas c fin.ncial statements inclLrde the operatlons of Erlsas de Loiza

Project, whlch expensed S2,384,507 in federa awards which s not inc uded in the schedule during the
year ended June 30, 2012 Our audrt described below dld not nclude the operat ons of Bnsas de Loiza

Project becaLrse Municipality of Loha, Puerto Rico engaged other audtors to perform an audt in

accordance wiLh OMB A 133.

we conducted our audit of complance in accordance with auditinB stanCards generalLy accepled in

lhe United States of America; the standards applicable to financial audits contained in Gavetnment
Auditinq Stondords, issued bv the Comptroller General of the Unlted States; and oMB C rcu ar A'133,

Audits ol Slotes, Locol Gavernments, ond Non Profit Orqonizotions. Those siandards and OMB

Crcular A 133 require that we plan and perform lhe audit to obtain r€isonable assurance about

whether noncompliance with the types of compliance requirements referred to above !hat could have

a direct and material effect on a major federal program occurred An audit incl!des eramrnlng, on a
test basis, evidence about MuniclpaLlty of Loiza, Puerto Rico's compliance with those
requirements and performrng such other procedures as we consdered necesgary in the
circumstances. We belleve thai our aud t provides a reasonable batis for our op nion Our audlt
does not provide a legal determination of Municipallly of Loiza, Puerto Rico's comp iance wilh those

requirements.
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REPORT ON COMPI.IANCE WITH REQUIREMENTS APPTICABLE (CONTINUED)

As describe in item 12-3 in the accornpanying 5chedule of findings and questioned costs, Municipality
of Loiza did not comply \,,lth requlrements regarding Actlvities Alloweclor llnallowed, A owable Cost/

Cost Princip es, Period of Avarlabillty and Pro.urenrerl, Suspcnsion and t)ebarment that are applLcable

to Community Development Block Grant. Compllance with srrch requiremer\ts is neceSsary n our
opinion, for Municipality of Loi2a to comply with the requirements applic.ble the this program.

ln our opinion, except for the noncompliance describe in the proceedlng paragraph, Municipallty of
Loka, Pueito Rico, complied, in all material respects, with the requ rement5 referred to above that are

applicable to each of its major federal programs for the year ended .June 30, 2012.

lnternal Control Over Compliance

Management of Municipality of Loiza, Puerto Rco, is responsible for estabLishlng and maintaining

effective internal control over compllance with the requirements of laws, regu atlons, contracts, and

Erants appicable to federal programs. ln planning and performing o!r audit, we considered

Municipality of Loiza, Puerto Rico's internal control over comp iance w th the req!lrements that could

have a direct and material effect on a major federal program in order to determine our aLrdlting

procedures for the plrrpose of expressing our opinlon on cornpliance and to test and report on

internal control over compliance in accoldance wlth OMB Circular A'133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compllance. AccordlnglY, we do not

express an oplnion on the effectlveness of Municlpality of Loiza, Puerto nico's internal control over

compliance.

Our.onsideration of internal control over compliance was for the limited purpose described in lhe
precedinB paragraph and was not designed to identify all deficiencies in internal control over

compliance that might be deficiencies, signiflcant deficiencies, or nlaterial weaknesses and

therefore, there can be no assurance that all deficlencies, srgnificanl deficencies or materiaL

weakness has been identifies. However, as discussed beLow u/e dentllied ce(ain deficiencies in

internal control over comp iance that be considered to be m:terial weakress.

A deJiciency in internol cantrol over camplionce exists when the desiSn or operatron of a conlrol over

compliance does not allow management or employees, in the normal lourse of perform ng their
assigned fuflctions, to prevent, or detect and correct, noncompliance with a type of compllance

requirement of a federal program on a timely hasis. A moteriol weokness in internol cantrol over
compliance is a dellciency, or combination of deficiencies, in lnternal contro over compliance, such that
there is a reasonable possibllity that mater al noncompliance wlth a type ofcompliance requirement of

a federal program will not be prevented, or detecled and corrected, on a tmely basis. We considered

the deficiency in internal control over compliance described in the accomrianying schedule of find ngs

and questioned cost as items 12 3 to be material weakness
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REPORT ON COMPTIANCE WITH REQUIREMENTS APPI.ICABLE {CONTINUED)

I\,4unicipa ity of Loiza, Puerto Rico's responses to the findings identified in our audit are descrtbed in
the accompanylng schedule of find ngs and questlonecl costs. We did not aud t Municipnlity of Loha,
Puclto Rrco'! tcspor)ses and, accordlngl],, we express no opinion on the responses

'fhis report is intended solely for the information and use of rnanagement, N,lunicipal Legislature,
others within the entity, federal awarding agencies, and pass-!hrough en|tles and is not intended to
be and should not be used by anyone other than these specified parties.

December 25,2013
Aguas Buenas, Puerto Rlco

License No. 1339

[xpire December 1, 2016
The stamp No. [57008 ofthe Puerto Rico

Society of Ce(ified Public Accountants
was affixed to the original of this report.
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY Of I.OiZA

5€HEDUL€ OF FINDINGSANo QUESTIoNED CO$5

[oR THEYEAR ENDED luN[ 30,2012

5EC]ION I . SUMMAITY OF AUDITOR,S RESUTIS

FinancialStatement5

Type of auditor's rePort issued

lnternal control over financial reporting:

. Materialweaknessidentified?

. SignificantdeficiencYidentifled
that is not considered to be materiaL weaknesses?

Noncornpliance material to financlal statement noted?

FederalAwards

Internal control over maior programsl

. Materialweaknessidentified?

. Significant deficiency identified that are not considered

to be materialweakness

Qualified

_Lyes _no

_yes _Lno

,_Lyes _no

_!yes _no

_yes _1lno

Type ot auditor's report lssued on compliance for

major programs Qualified

Any audltfindlngs dlsclosed that are required to be

reported in accordance with section 510(a)of

circular A_133 -LYes 
-no

ldentification of major programs:

CFA Number(sl Name oI FederalProqram

M.27A Community Developmeni

Block Grants

Dollar threshold used to distinguish between type A

and type B pro8rams: $300,000

Audit qualified as low-risk audited? 
-Yes 

-Lno
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COMMONWEAL-TH OF PUERTO RICO

MUNICIPAIITY OF [O[ZA

ScttEDUrE OF flNolN6sANo QuESrloNED Cosrs

fon THE YtaR ENoEoJuNt 30.2012

SECTION It - FINANCIAL STAIEMENI TINDINGS

FindingNo.l2-1 - Generai led8er

The N,lunicipalitY does not have the accounting practices, policies or internal controls in place to provide

for the preparation of financial statements, on a timelY basis, in accordance with accounting principles

generalV accepted in the United States of America ("generally accepted accounting prin'iples") The

;ccounting system does not provide for a self balancing set of accounts for each fund operated by the

Municipality, recording cash and other flnancial resources, together with all related assets' liabilities'

revenues, expenditures and changes in ftrnd balances. Therefore, the financial statements must be

prepared using financial information obtained from various department5 and accoun!ing records The

1-".ords a|." nit int"grrted, and do not follow a double entrY system {debit credits)' As a result' the

records required s Bnificant adjustments in order to present the financlal posltion and results of

operations of the Municipality in conformlty with accounting principles Senerally accepted in the lJnited

States of Arnerica.

The continued fallure to have an adequate accounting system prevents the MunicipalitY from havinS

cuTrent, accurate and reliable flnancial reports and information necessary for management to take

efficient and effectlve actions, includinS correctlve actions when plans and objectives are not being met

Recommendation

The Municipality should adopt and implement a plan to convert its accounting system to an integrated

system that would allow for the monthly closinB of the general ledger' as well as the preparation of

y;ar end financlal statements in accordance with accounting principles Senerallv accepted ln the LJnited

States ol Amertca-

This plan should provide for:

a. Assessment of the financial accounting and reportlnB needs in order to take the necessary steps to

meet the financial reporting requirements of 6A58 Statements No' 34'

b. The implementation of a double entry accounting system, the integration of a I sLrbsidrary iedgers

and the reconciLiation with ihe records maintained for the federal funds'

c. The preparation of periodic financial reports to be submitred to the FLnance Dlrectar and all other

interested entities.

d Adequate trainlng of all accounting personnel

promote operatlonal efficiencY.

Reconciliation of financial records with the

government.

to improve the understandlng of the system and to

reports prepared and submltted to the federal
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF LOiZA

ScHEDULE OF FrNolNGs AND QutsTloNao Cos19

IOR THL YL^n ENDro JuNr 30,2012

SECTION II . FiNANCIAI STATEMENT FINDINGS

tinding No. 12-2 - Budget

The N4unicipality's system of internal control re!atng to the Budgetng function does not ad€quate y

prevent operatlng management from incurring expenditures in excess ofthe levelof funds appropriated

and available. The Municipality closed its fiscal year ended lune 30,2012 wlth an unreserved fund

balance deficiency in the general fund approximately 55,735,338.

This ocaurs because the budgetin8 system does not reflect actual avail.ble revenues and thetefore

cannot prevent the obligation of expenditures for whlch current resources will not be available

Article 8.004 (b) on the Municipalities Law establrshes that the Municpality cannot obligate or spend

funds in excess of the appropriations or the ensuing fiscal year. ln addition, according to Chapter lV,

Section 17, of the basic Standards, the responsibility of oversiSht to pr€vent deficits in any munlcipal

fund rest with the Finance Dlrector.

The continued occurrence of this sltuatlon could result in lhe eventual reduction of elimination of

municipal services since future revenues will need o be used to pay for accumulated liabillties

Recommendation

The Municipality should revise and amend the budget as current information related to 
'oLlP'tioni 

of

budgeted revenues became avalable
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OI I.OiZA

ScHrDULE OF FlNotNGsANo euEsTroNro Cosls (CoNlNUED)

Fon THE YEAR tNoED JuNE 30, 2012

SICTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTs

FindinS No. 12-3 - Disbursement Test

FederalProgram

CFDA - 14.228 Community Development Block Grant.

Compliance requirement:

Actlvities Allowed or Unal owed
Allowable Cost/Cost PrinclpLe

Period of Availability
Procurement, Su5pension and Debarment

CateBory:

Compliance and lnternal Control

Condition:

During our examination, we selected 17 disbursemeots to test Activitte! Allowed or unallowed,
Allowable Con/Cost Principle, Period of Availability and Procurement, Suspension and Debarment
requirements. For one of 17 disbursements amounting 564,260.78 we were unable to test compliance
since the supporting document for disbursements were not provided to us forexaminations.

Criteria:

Activities Allowable or Unallowed:
Period of Availability:

A 102 Common Rule and 2 CFR section 215 28 states that federal awards Benerally specify a t me period
during which the non-federal entity may use the federal funds. Where a fLriding period is specif ed, a

nonJederal eotity may charge to the award only cosis resulting from obligaiions inc!rred during the
fund ng period and any pre-award costs authorized by the federal program Also, if authori?ed by the
federal pro8ram, unobligated balances may be carrled over and charged for obligations of a subsequent
funding period. Ob[gat]on means the amounts of orders placed; contracts and subgrants awarded;
goods and services rece ved; and simL ar transactions during a given period that wi I require payment by
the non-federal ent ty during the same or a future period.


