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The Honorable Mayor, Members of the
Municipal Legislature and people of
the Municipality of Maricao
Maricao, Puerto Rico

We have audited the accompanying financial statements of the govemmental activities, each
major fund, and the aggregate remaining fund information of the Municipality of Maricao of the
commonwealth of Puerto Rico (the "Municipality"), as of and for the year .nd"d Jun" 30, 201 l ,which collectively comprise the Municipality's 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 opinions on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits containea in Government
Auditing Standards issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining on a test
b:sis, evidence supporting the amounts and disclosures in the financial statements. An'audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statements presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the govemmental activities, each major fund, and the
aggregate remaining fund information of the Municipality of Maricao of the 

"Commonwealth 
of

Puerto Rico, as of June 30, 2orr, for the year then Lnded in conformity with accounting
principles generally accepted in the United States of America.

In accordance wilh Government Audit Standards, we have also issued our report dated December
13,2011 on our consideration of the Govemment's intemal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreement and other matters. The purpose ofthat repo( is to desciibe the scope ofour testing of
intemal control over a financial reporting and compliance and the results of tirat testing, and not
to provide and opinion on the intemal control over financial reporting compliance. Thai report is
an integral part of an audit performed in accordance with Goveiment Audit Standards and
should be considered in assessing the results olour audit.

Mailing Address Box 757, Do.ado, PR 00646
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through l0 and .17 through 4[i are not required parts of'the basic tlnancial slalements hut arr'

supplemcntarl,. intbrntation required br accounting principles generalll' accepted in the [,inited

Stiies ol America. We have applied certain Iimited procedures. r.vhich consisted principally of
inquiries of management regarding the rnethods ol measurement and presentation olthe required

supplernentary infbrmation. Ilouever. we did not audit the information and express no opinion

on it.

gur audit was conducted fbr the purpose ot' tbrniing opinions otr tlre flnancial slale nlents tllat

collectivcll contprise tl.re Municipalirl ol Maricao of the Comttronr'"ealth of Puerto Rico basic

flnanciai stalements. 'lhe introductor) seclion. combining and individual non-nlaior lund

tinapcial statements" and statistical section are presented fbr purposes of additional anall"sis and

arc not a required part ol' the basic llnancial statenrents. 
-l'he accompanling schedule ol

erpenditurcs o1't'cderal asards is plcscnted lbr purposcs of additional anallsis as required b1'

it.S. Otljce rrf fvlanagement and Budged Circular .,\-l-13. ,lrrrlll.r ol .\tLttas. lttcal Gttventnuntr-

and ,y'slt-Pro/it OrguniLrtions. and is also not a required part ol'the basic flnancial statcments of'

rhe Municipalirl of'Maricao of rhe Commonrvealth ol Puerto Rico. the contbining and individual

1(m-major fund tinancial slatements and the schcdule of e'xpctrditures ol federal auards halc'

heen sub.iected to the auditing procedure applied in the audit olthe basic financial statetrents and

in our opinion. are lairll stated in all material respects in relation to the basic financial

statements taken as a uhole. l-he introductor)' and slatistical sections have nol been subiected lil
rhe auditing procedures applied in the audit o1'the basic financial stalemetlts and accordingll' ue

e\press no opitrion on them.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30,20ll

Management of the Municipality of Maricao of the commonwealth of Puerto Rico (the "Municipality'')

p."rif*,rri, Management:s Dicussion and Analysis of ihe Municipalit-v's basjc financial statements as

ln ou"rui"* and an-alysis ofthe financial activities ofthe Municipaliq for the fiscal year.ended June 30,

2011. we encourage readers to consider the information presented here in conjunction with the additional

information that rv-e have furnished in the accompanying basic financial statements'

DuringfiscalyearendedJune30,2003,theMunicipalityimplementedthenewrequiredfinancial
;;;;i"g .tuniu.d. established by Statement.No . 34, Basic Financial Statetnents and Monagement's

Dirrurrio, and Anal,,-sis for Staie antl Local Governments' issued by the Governmental Accounting

itundu.as Board (cornr.nonly known as *GASB 34'). According to this statement,..sign ificart required

.hung", in content and structure have been made in the accompanying Municipality's basic.financial

,i"i"ir"ro as of and for the fiscal year ended June 30,2011' which make the accompanying basic

financial statements not easily comparable to the Municipality's general lurOose fi119ta] statements

lr.u"a in years prior to 2003. However, the comparison of years after the adoption ofGASB 34 will be

rno,.*"unlngrulandwillgofurtherinexplainingtheMunicipality,sfinancialpositionandresultsof
operations.

This Management's Discussion and Analysis (MD&A)-is- prepared as a result of the requirements of

GASB 34, ind it has been designed accordingly with the following goals:

a) Assist the reader in focusing on significant financial issues'

bj Provide an overview ofthe Municipality's financial activiry'

ci ldentiry changes in the Municipality,s financial position (its ability to address the next and

subsequent Year challenges),

d) ldentifo any material deiiaiions from the financial plan (the approved budget)' and;

e) Identiry individual fund issues or concerns'

Since the MD&A is designed to focus on the current year activities, resulting changes and currently

known facts, please read it in conjunction with the accompanying basic financial statements'

FINANCIAL HIGHLIGHTS

o The Municipality net assets increased by 53'432'314'
olntheGovernmentalfinancialstatements,generalfundbalancesincreasedby$2'341,991.
. Capital expenditures amounted to $3,160,167

USING THIS ANNUAL REPORT

This annual report consists of a series of new financial statements with a change in the focus from the

fr"riors finan"iul statements. The new focus is on both the Municipality as a whole (governmentwide)

lnd tn" mujo. individual funds. Both perspectives (govemmenlwide and major fund) allow the user to

address relivant questions, broaden a buti, fot comparison (year to year or government to government)

and enhance the Municipality's accountability.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 201I

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

TheMunicipality'sfinancialstatementsincludethreecomponents:(l)theGovernment-WideFinancial
ii""..",., ia tlhe Fund Financial Statements. and (3) the Notes to the Financial Statements (collectively

knowr as the "basic financial statements"). This report also contains additional required supplementary

info.,r,ui.', (budgetary ,.1,"art"j in adiitior to ihe basic financial statements themselves. These

cornponenls are described belou:' Government-Wide Financial Statements

The governntent-wide fnancial statemenls are designed to provide readers with a broad overview of the

fUrn?.lputlty', operat;ns and finance as a whole in a manner similar to private-sector business' These

statements provide short-term ,nJ long-t.r,, information_ about the Municipatity's financial position'

which assist the Municipality'. n-,unug"I.,"nt to determine the economic condition at the end of the fiscal

year. These financial statement, u.a 
"p."pu."d using the flow of economic resources measurement focus

and the accrual basis of accounting. ini. Uuticrtty-means that these financial statements follow methods

ir,ut u.. ,i.itu. to those used by"most business"i. th"y take into account all revenues and expenses

connected with the fiscal y"u. 
"n'dJ 

June 30, 201 I , even if cash involved have not been received or paid'

ii. g"r"-r*,-*ide financial statements include: (l) the statements ofnet assets and (2) the statement

of activities.

Statement of Net Assets

The statement of net assets presents all of the Municipality's assets and liabilities' with the difference

between these two items reported aS "net assets" (equiiy). Over time, increases or decreases in the net

"r.",. 
,n"v serve as a useful inJicator of rvhethei ihe'financial position of the Municipality is either

improving or deteriorating.

Stetement of Activities

The statement of activities presents information showing how the Municipality's net assets changed

iuring the fiscal year 
"na"i 

jun" 30,20ll All changes in net assets are reported as soon as the

-"ffilrg event ;iving rise to the 
"hang" 

o"t"s, regardless of the timing of related cash flows Thus'

revenues and expenses are repor;d in thi"s statement fir some items that will not result in cash flows until

iutu." nr"ut periods (such ai uncollected taxes and eamed but unused vacation leave). This statement

,ir" p***t a comparison between direct expenses and program revenues for each function of the

Municipality.

Both of the abovementioned financial statements present all the govemmental activities of the

fr4unic;pufity, which consist .o.tly of taxes an inteigovemmental revenues (such as federal grants)'

Most services provided by ttre tvtunicipality fall into this-:ategory' including culture and education'

;;;;;"1;"t;#;nt, health and sanitation, public safetv, public housing and welfare' etc'

Fund Financial Statements

TheMunicipality,sfundtinancialStatementsconsistof:(l)thebalancesheet_governmentalfundsand
(2) the statement of revenues, expenditures and changes.in fund balances - govemmental funds- These

financial statements report thl'financial position 
-and 

results of operations of the Municipality's

govemmental funds.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30. 201I

A fund is a grouping of related accounts that is used to maintain control over resources that have been

segregated fi. ,p""ifi" activities or objectives. The Municipality, like most other state. and local

go"u"."n*"nts, uses fund accounting to ensure and demonstrate compliance with finance-related legal

.-"qui."."ntr. Each fund is consid-ered an independent fiscal entity accounted for within.a set of self-

baiancing accounts that comprise its assets, liatilities. fund equity. revenue, and expenditures. Fund

accounti;g segregates fu,ds according to their intended pufpose and is used to aid management ill

d".onst.aitingiotnpliance with legal, financial and contractual provisions'

The fund financial statements focus on: (l) individual pafis of the Municipality's government and (2)

reportingtheMunicipality,soperationsinmoredetailthanthegovernment-widefinancialstatements.
For finincial repofting purposes, the Municipality classifies its funds withiD the following fund

categories: ( l ) general iund, (2) deLt service fun;, (3j special revenue funds and (4) capital projects funds

(collectively known as the "governmental funds")'

Govemmentalfundsareusedtoaccountforalloft|reservicesprovidedbytheMunicipality-
Govemmental funds are used to account for essentially the same functions reported as governmental

activities in the governmental-wide financial statements. However, unlike the government-wide financial

,tut"."nta, gor-"-m"ntrl fund financial statements focus on near-term inflows and outflows of

e*p"nauUfe .faour""r. They also focus on the balarrces ofexpendable resources available at the end ofthe

i,.Lut y*, (June 30, 201li. This approach is known as using the flow of current financial resources

measurement focus and the modifiei accrual basis of accounting. These statements provide a detailed

short-term view of the Municipality's finances that assists in determining whether there will be adequate

financial resources available to meet the current needs of the Municipality, that is, evaluating the

Municipaliry's near-term financing requ iremenl s'

Because the focus of governmental funds is narrower than that of the government-wide financial

statements, it iS useful to compare the fund information presented for govemmental funds with similar

information presented for govemmental activities in the govemment-wide financial statements By doing

.o, ."ua".. may better rirderstand the long-term impact of the Municipality's near-term financial

decisions. For irnancial reporting purposes tf,e Municipality has five major funds: (l) the general fund,

lil tfre aeOt service fund, (l) *," 5:,SOb,OOO Loan fund, (4) the $3725,000 Loan tund' and' (5) the FEMA

(Lluvias de Octubre 2010) fwd.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full

unJ".sturding of the data provided in the govemmenlwide and the fund financial statements' The notes

to the basic financial statements can be found immediately following the basic financial statements'

Required Supplementary Information

The basic financial statements are followed by a section ofrequired supplementary information.consisting

of a budgetary comparison between actuai operating results with the original budget and the final

amended budget for the general fund.

INFRASTRUCTURf, ASSETS

Historically,agovernment,slargestgroupofassets(infrastructure_roads,bridges,trafficsignals,
und"rground pif,es [unless urro.i"irt"a 

-*iti, a utility], etc ) have not been reported nor depreciated in
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MUNICIPALITY OF MARICAO

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2OI 1

governmental financial statements. CASB 34 requires that these assets be valued and reported u'ithin the

governmental column of tlte Government-Wide Financial Statements. Additionally, the govemment must

;lect to either (a) depreciate these assets over their estimated useful life or (b) develop a system of asset

management designed to maintain the service delivery potential to near perpetuity. lf the government

develops the asset management system (modified approach), which periodically (at least every third

year), by category, rneasures and demorstrates its maintenance of locally established levels of service

standards, the government may record its cost of maintenance in lieu of depreciation. The information

about the condition and maintenance of condition of the government infrastructure assets should assist

financial statement users in evaluating a local government and its performance over time.

As of July l, 2003, the Municipality retroactively recorded the historical costs of infrastructure assets.

Also the Municipality elected to depreciate infrastructure assets instead of using the modified approach.

FINANCIAL ANALYSN OF THE MUNICIPALITY AS A WHOLE

Net Assets

As noted earlier, net assets may serve over time as a useful indicator of the Municipality's financial

position. In the case of the Municipality. net assets (excess of assets over liabilities) amounted to

$5,549,696 at June 30, 201 I .

The largest portions of the Municipality's net assets are invested in capital assets net of their related debt

$10,045,302. The Municipality's net assets are also composed ofnet assets amounting to $5,459,375 thal

are restricted for ( I ) future debt service payments and (2) the future acquisition or construction of capital

assets. In addition, the Municipality's net assets (deficit) are reported net of an unrestricted net asset

(deficit) of $(9,9s4,98 I ).

The unrestricted deficit is the consequence of previous budgets, which did not provide funding for
incurred long-term obligations such as compensated absences and others. Historically, such obligations

have been budgeted on a pay as you go basis without providing funding for their future liquidation.

Consequently, the Municipality cannot draw from its existing assets to provide services to its citizens and

depends on its taxing ability to continue its operations.

The portion of the Municipality's net assets invested in capital assets such as land, buildings, equipment,

etc., iess any outstanding related debt used to acquire those assets, are used by the Municipality to provide

services to its citizens; consequentty these assets are not available for future spending. Although the

Municipality's investment in its capital assets is reported net of related debt, it should be noted that the

resources needed to repay this debt must be provided from the debt service fund, since the capital a-ssets

themselves cannot be used to liquidate these liabilities.

The followilg is a condensed presentation of the Municipal;ty's financial position, as reported in the

govemment-wide fi nancial statements:
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MANAGEMENT'S DISCUSSION AND ANALYSIS
JT,INE 30,2OII

Condensed Statement of Activities:

General revenues:

Property taxes

Municipal sales tax

Municipal license tax and excise tax

Grants and contributions restricled to specific purposes

Interest, fine and penalties

Miscellaneous

Total revenues

Expenses:

General government

Public safety

Culture

Health

Public housing and welfare

Urban economic development

Payment principal

Interest on long term debt

Total expenses

Change in net assets

Net assets-at beginning of year

Net assets-at beginning of year - Adjustment

Net assets-at end of year

490,292

t,2@,997

319,816

5,781,709

49,087

433,851

10,373,786

2,320,050

2,347,809

336,214

350,86r

377,066

602,146

380,000

227,326

$ 6,94t,4'72 $ 7,673,554

20lL 2010

620,6t4

t,336,267

403.499

7,762,887

17 r,009

79,510

8,399,812

2,'715,334

3,256,363

292,U)2

349,899

303,379

349,820

255,000

9t,667

$ 3,432,314

1,549,86t

567,52t

126,258

823,fi3

$ 5,549,696 $ r,549,861

FINANCIAL ANALYSIS OF THE MT]NICIPALITY'S GOVERNMENTAL FTil\DS

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with
fi nance-related legal requirements.

Governmental Funds - The focus of the Municipality's govemmental funds is to provide information on

near-term inflows, outflows, and balance of expendable resources. Such information is useful in assessing

the Municipality's financing requirements. In particular, unreserved fund balance may serve as a useful

measure ofa govemment's net resources available for spending at the end offiscal year.

The following is a condensed presentation ofthe Municipality's balance sheet and results of operations of
govern mental funds:
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MANAGEMENT'S DISCUSSION AND ANALYSE
JUNE 30,20ll

Condensed Balance Sheet - Governmental funds:

Total Assets - Major Funds

Total Assets - Other Funds

Total assets

Total Liabilities - Major Funds

Total Liabilities - other Funds

Total liabilities

Fund Balances - Restricted - Major Funds

Fund Balances - Restricted - Other Funds

Fund Balances - Commited - Major Funds

Fund Balances - Commited - Other Funds

Fund Balances - Unassigned - Major funds

Fund Balances - Unassigned - Other funds

Total net assets

Condensed Statement of Operations - Governmental funds:

Total Revenues - Major Funds

Total Revenues - Other Funds

Total revenues

Total expenditures - Major Funds

Total expendilures - Other Funds

Total expenditures

Revenues Over Expenses - Major
Revenues Over Expenses - Nonmajor

Total Revenues Over Expenses - Nonmajor

Other financing sources - Major Funds

Other financing sources - Other Funds

Total Other financing resources

Revenues and other financing sources over expenses - Major

Beginning Fund balance

Prior year adjustment

Ending Fund balance

Amount

4,553,434

3.043.061

7,596,495

3,581,200

64,634

3,651,834

2,7'18,340-

2,918,421

(1,8r2,106)

$ 3,944,661

$ 6,451,169

3,861,994

10,313,163

8,555,962

4,300,210
12,856,172

(2,104,793)
(438,216)

3,712,245

1,172,755

4,885,000

2,341,991

|,035,147

567,523

$ 3,944,66t



COMMONWEALTH OF PUERTO RICO
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MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30,201t

GENERAL FUND BUDGETARY HIGHLIGHTS

The accompanying Budgetary Comparison Schedule shows a total negative variance between budgeted

revenues and actual revenue results of$1.067,593.

In addition, the accompanying Budgetary Comparison Schedule shows a total negative variance between

budgeted expenditures and actual expenditures results of $921 '2 l9'

CAPITAL ASSETS AND DtrBT ADMINISTRATION

Capital Assets

The accompanying statement of net assets reported total gross capital assets, at cost, amounting to

$22,50ilge oi *t,i"t' 58,738,581 represents building structure assets al June 30, 201 l. The related

accumuiated depreciation and amortization of capital assets amounted to $5,819,994, of which

$1,878,297 is reiated to building, structure and building improvements assets at June 30,2011- This

investment in capital assets iniludes land, buildings, improvements, equipment, infrastructure and

construction in progress. Infrastructure assets are items that are normally immovable and of value only to

the municipal government, such as roads, bridges, streets and sidewalks, drainage systems, lighting

systems, and similar items,

Actual costs incurred to purchase or construct capital assets rvere $3,160.167 for the year ended June 30,

201l. Depreciation and amortization charges for the vear totaled $404,086'

The Municipality finances a significant portion of its constructior) activities through bond issuances and

state and federai grants. The proceeds from bond issuances designated for construction activities are

committed in its entirety for such purposes and cannot be used for any other purposes'

Debt Administration

The laws and regulations of the Commonwealth of Puerto Rico have established a limitation for the

issuance of gener:al obligation municipal bonds and notes for the payment of which the good faith, credit

and taxing power of each municipality may be pledged.

The applicable laws and regulations also require that in order for a municipality to be able to issue

additional general obligation bonds and notes, such municipality must have sufficient "payment

capacity,,. Lct No. 64 p-rovides thar a municipality has sufficient "payment capacity" to incur additional

generai obligation debt if the deposits in such municipality's Redemption fund and the annual amounts

Iollected wiih respect to such municipality's Special Additional Tax (as defined below), as projected by

the Government bevelopment Bank for Puerto Rico, will be sufficient to service to maturity the

Municipatity's outstandi;g general obligation debt and the additional proposed general obligation debt

("Payment Capacity").

The Municipality is required under applicable laws and regulations to levy the Special Additional Tax in

,uch anro,rnis us rhall be required for the payment of its general obligation municipal bonds and notes. In

addition, principal of and interest on ill general obligation municipal bonds and notes and on all

municipal'notei issued in anticipation of the issuance of general obligation bonds issued by the

Municipaliry constitute a first lien on the Municipality's Basic Tax revenues. Accordingly, the

Municipality's Basic Tax revenues would be available to make debt service payments on general
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Debt Administration (cont)

obligation municipal bonds and notes lo the extenl that the Special Additional Tax Levied by the

Municipality, together with moneys on deposit in the Municipality's Redemption Fund, are not sufficient

to cover such debt service. lt has never been necessary to apply Basic Taxes to pay debt service on

general obligation debt ofthe Municipality-

ECONOIVtrC FACTORS, NEXT BUDGETS AND RATES

The Municipality relies primarily on property and municipal license taxes, as well as, federal and state

grants to carry out the governmental activities. Historically, property and municipal license taxes have

been very predictable with increases not generally exceeding ten percent. Federal grant revenues may

vary ifnew grants are available but the revenue is also very predictable.

Those factors were considered when preparing the Municipality's budget for the 2009-2011 fiscal years.

There were no significant changes between the budget for fiscal year 2009-201 0 and the one for fiscal

year 2010-201 I .

FINAI\CIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayers, customers,

investors and creditors) with a general overview of the Municipality's finances and demonstrate the

Municipality's' accountability. Ifyou have any questions about the report or need additional financial

information, contact the Municipality's Director of Finance, Mr. Modesto Ayala Quiflones at P.O. Box

837, Maricao, Puerto Rico, 00606-0837.

10



COMMON\^/EALTII OF PUERTO RICO
MUNICIPALITY OF MARICAO

Statement ofNei Asseas
June 3(), 2Ol I

ASSETS

C6h dd c6h equiralents (notes lg dd 3)
Receivables- net of allosace for doubtful accounts

Prcpefty ra\es
Sales and use td
Municipal license tdes

lnte.govemmental grdts ed 6ntributions
Accued inrerest on dePosits
Other receivables (Federal nnancial assistace)

Total receivables

Restricted assets:
Cash in @nrmercial balks
Cash in fiscal age.r
Property td .eceir'able

Total restricted 6sets
Other cuftent assets

Total cutrent 6sers

Noncurr€nt Asscts:

Depreciable caPital assets
Non-depreciable capital 6sers

Total capital 6sets
L6s: accumulated dePreciation ad afioniation
Capilal 6sets, net of accmulated dePreciation

Deferred chdees, net of :moniation
Total noncurent asets

Total 6sets

LIABIL'TIES
Cu.rcnt liabiliti6:

Accounts payable dd other accrued liabilities (notes lh)
Outstdding check s over bark LElece

Interaovemmental (note lh 4d 8)
Accrued interest on bonds ad .otes pavable

Total accounts Payable
Un@ned revenues

Cur.ent ponion oflone term oblisations

Compensated absences
Obligation under capital ledes

Total curdt ponion ot lona rem obligarioh
Total cufteot liabilities

Noncurrent li.bi!iai6:

Compensated absences
Total noncurent liabilities

Totat liabiliries

NET ASSETS (DEFICIT)
tnwested in capital asets, net ofrelated debt
Rest icted for (lj):

Capital projets
Totar resricted net 6sets

Unrest.icred net defi cit
Tolal net 6sets

Tot l li.bilitie .nd net asse.s

12-8)6
t -o42

6l
603,661

t,o2? _662
4-269-732

15.200,215
7,305,941

22,506,t96
(5.819,994)

617.606

i-297 -394

- 5 97 5,QO0

16.6a6-202

- 16f56.202

s 
"2&9)_292

3O3,962
66.O60

5al,343
l64,2aa

380,OOO
'7 -465

36l,4aa

to,'745,9OO
3,319,030

3a6 662

I,046,0-75
4,413,300

l.t t5.653
595,fOa

(9,954,941)
s.549,696

1o.o4s.302

s 22,661.202

The accompaoning ootes to the trasic ti.ancial staiements are an integral part of this statement
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

Statemert of Activities
Year Ended June 30' 201I

Program Reven es

Functions/Programs Expendilures Cherges for se nices

Operrtirg
Grants and

Contributions

Capilal Grants
and

Contributiolls

Expenses

and Chenges in
Net Assats

Govemmental activilies:

General govemment

Public work
Health & Sanrlation

Public safety

Education

Public housing and welfare

Culture r€creation and education

lnterest on long term obligations

Total govemmenlal activilies

2.700.050

2.347.809

350.2r 3

602.146
648

3'.t7,066

376,214
227 _126

132,160

|,66I.44 L00

(2,700.050)
(686,368)
(3s0.213)
(602,t46)

(648)
(44,706\

(336.2 r4)
(227,326)

s6.s41.412S-$332J60

Geneml revenues:

Taxes:

Property taxes (note 5)

Municipal Sales Tax

Municipal lic€nse taxes (note 4)

Tot l trxes
lntergovemmental conlributions and reimbursements

Other revenues

Totat general revenues

Net chaflge in net assets

O$er Financial source

Net assets-beginning offiscal year

Prior Yeat adjustment

Net assels-beginning offiscal year, as restated

Net assets-end of fiscal year

$ r,661,441
-$---9247-,67J!

620,6t4
1.336.267

403,499

2J60J80
5.175,178

444,427

8,379,985

3,4i2,314

I,549,86r
567,521

2,t tl]42
$ 5,549,696
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MARICAO

Balance Sheet

Governmental Funds

Jure 30,201I

tr.860.m0 s3,725,0@

ASSm
Uiftstl.d ..$ ed c6h .qir.knts

Rciubt6..d of .lh[ fddalh.c."ts

D& tm Co!'llmldmiti6
Dr f@ F.d6rl fiieid Asis.M

Topofih eirid.d cdr ad sh

71.816

fr

8,101

541,045

t.589.782

t2l

6t

t.017,ffi2

r,674.0t5

3,041.06r

I t.027,662

1,t89,78:

,r.iru
1.042

r.682. 6

541.045

561,721 4,1t8 l4rj84 2.619.9Jt

624,501 56t.12t t.712.t28t,590,161 44.7 t8 7.596.495

Lt^8tLtTtES

Acenr paut{r Nld efl.d crF,s
M{ur ho(ls d* .nd F.bk
DE lo odtr esm@td otili6

&f.n d vdm of86iB Tar

ftftf d f.&nllin. 6ir Bae
D.ftflld inBpor'@nd.l EraG

65,060

ll8.B?

58l,l4l
1.611.26t

23,801

14.58)

9.781

65.060

r82.7r9

180.0m

t8r.l1l
1.682.ll6

r61288

21,801

5?r.504

180.000

164,288

54,851

56 r.?2 r

2.436.$9 544288 5St.12t {4.i82 64,634

1,1t2,118 D6

FUND E LJINCTS

Tol.l lirtiliti6 d tud bcar6

1,046,076

(t,8t2,106)

l-.I-L!]!!q) r !0449?6

r e150i t___!2qle

! !u4?q !_.,u!

I ry.41 r 1.,.718

2,7?8.t1{)

2,978,417

s 2,918,421 t I,944,66t

s 1.041,06t J 7,596,495

Tn r@r.Nine nd6 o 6. b.sic fin.ri.l qnnmls .r inIeEl pzn of d 5 g.ffir
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MARICAO

Revenues, Expenditures and Changes in Fund Balance

Governmental l'unds

Year Ended June 30,2011

?010

!&0n0

J469,579

tv,u6
t7t.6ll
119.867

;.q4t.168

!}6.982

5.186

l5t,0lt
982.0I

J I.t?2.r88

L581.16
11,17\

14,r24

I 620,61.1

t.llc16l
111.$1

129,861

5.I4.i56
0

2.5E7.709

r?1.00)

79.510
E.66I tt,43l

n$ E:!-1S:

UuioPl 9!6 Ta\

Volft of B$i6 Tt\

tJa$. Fnn d Ii6
Lr.lEo,aInrll'erdu6
C]l.!6 of Sod
Fd.ol Fi.ed A5sisrre

Tol'l6aG

[I?E\DlTt]RES:

a.El Adf,,.i$aio

EntaunalJ Cdrol

anltuc .d E &lio
Puuic rhlsin! .n Nlte

PnEiPal(ioG lrad l0)

hlals d tm& td !d6 (ro& l0)

C4id olibs

Tdtl eqdtdil'G

R6t1t oE {ui@ dld{tuG

oflt[R tl|trNorc sotrRcts (lsES):

ftlc..ds t@ tod is!.d

Opdrilr ta* in t@ dE fuls ('ol. 6)

Qdiint ti{nd lo did 6"tds (not 6)

Tod dtq fitrnB toc (us)

ErcEss (DEtlclE!{c1) of Rtrf,Ntias r\I)
omER F\rnuNG SOt:nCts OI:ER (t6ES)

180.000

)22$l
465.551

,l rt000, t02.001 195211

rrorsxq 5J2,225 (465,5D

982,704

780

231,127

ll5)
618

6.575

15t.205

5,r25

ff.291 2,6()5,121 I 16016?

- t1&73, ---.lmjlo lr356jl
----rin-i - ,418116) {r,54rn0,

15 2?1850 ll.ll-{.120 l0 t29661 r11r t].80t.994 tl0.]ll.l6'i

4,016.189

2,102.581

]J0.288

219,619

t2.149

29.660 rJ,000

41,446

s1,725,0m

0,591,558)

!.041,751

2.14?.809

606.68E

t50.2rl

648

I6.2r4
403.1t4

180.ofr

211.326

4,091,558

(12,755)

(5{0,00t

t. r60,0m

t2,7tt

4.885,000

|3-1,442 I,t72,?t5 {,885,000
(500,0m)1,0?8,801

2,040,614

(1,852,750) 1,08.t50

(.{6J.552)

t.610.t58

't11,539

u43389

2.141.991

1.0t5.r47

N'ND BTLTNCAS IT SEGt\]thS O' IL{R

?flo rc{R aD,ttsrutlT ) $1,523 567,J21

NJND AILNCIJ -IT EI{I) OF If.{I vttu \ s "!'r'E l-]jg!L l-----:- lJgr-?9----i.---a -I--ur4!--liq416"LJ\\
. \$"1 * **,ms mr6 b dr be ritrmrrneEB re r I eEr p'n or$s eriarar
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COMMONWEALTH OF PTIERTO RICO
MUNICIPALITY OF MARICAO

Reconciliation of State rnent ofRevenues'
Expe nditures and Changes in Fund Balances

Gove rnnre ntal Fl#r"T:Jltnre nt of Activitie s

Arnounts reponed for governrnental activities in the accornpanying staterrEnt are different because:

Net change in fund balances as rePorted in the acconpanying staterrEnt of
revenues, ependitures and changes in fund balances - govemrEntal funds $ 2,341,991

Add (deduct)
Cornpensated absence Q'4U)

Proceed long term obligation recognired as other Financial resource in

govemnrental fund an L.T.D. in StaterrEnt ofNet Assets $,171,@5\

Govemrnental funds report capitaloutlays as ependitures. However in the

staterIEnt ofactivities, the cost ofthose assets is allocated over their

estinated usefull lives as depreciation and anprtization epenses This the

arrount by which capitaloutlays 2'756,081

SonE revenues reported in the statements ofactivities not avaible for current

ependitures, therefore arc not reported as revenue in the goverrnental

funds. &,622

Sorre ergenses reported in the statenEnts ofactivities do not require the use

ofcurrents financial resources, thercfore are not reported as ependitures in

the governEntal funds.(Resultas and other) 2A52'199

Net change in net assets as reported in the accorpanying staterrFnt of
activities $ 3;432'314
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CorrlrrroNwe llrH oF PUERTo RICo
MUNICIPALITY OF MARICAO

Notes to Basic Financial Statements
June 30. 201 1

I. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

A. Government Background Information

The Municipality of Maricao of the commonwealth of Puerto Rico (lhe "Municipality") is a

local government constituted in 1874 with full legislative, fiscal and admiristrative powers to

op"rutl" u, a government. 1'he Municipality assumes responsibility for public safety, health and

sanitation, pulblic housing and welfare, culture and education, urban and development and many

other general and administrative duties.

The laws and regulations of the Commonwealth of Puerto Rico (the "Commonwealth") provide

for separation 
-of po*".. of the executive, legislative and .iudicial branches of the

Commonwealth.s and the Municipality's governments. The executive power of the Municipality

is exercised by a Mayor, who is elected every four years and is assisted by the Administrative

Cabinet, whicir is apiointed by the Mayor. The legislative power is exercised by the Municipal

Legislature, which is also elected every four years. The judiciary power is exercised by the

Geireral Justice Court System of the Commonwealth. which has jurisdiction over tlle

Municipality.

Financial Reporting EntitY

The accounting policies and financial reporting practices of the Municipality conform to the

accounting p.in"ipl"r generally accepted in the United States of America ("GAAP") as

applicable to state and local govemments.

According lo GAAP, the financial reporting entity for the Municipality consists of: (l) the

primaryg"overnment,whichiscomposedofallmunicipaldepartmentsandunitsunderthelegal
and admj-nistratire control of the Mayor and the Municipal Legislature, and (2) all component

units.

In evaluating how to define the Municipality for financial reporting purposes' the Municipality's

*unug"r"ni has addressed all poteniial intities and organizations that may be considered

complnent units according to the criteria set forth by Statement No. 14, The Financial Reporting

Enti4t, x amended by Slatement No. 39' Determining llhether Certain Organizations are

Comp:onent Urlirs, both issued by the Govemmental Accounting Standards Board'

GAAP defines component units as those entities that: (l) are legally separate organizations for

which the Municipaiity's elected officials are financially accountable, and (2) other organizations

for which the nature and significance of their relationship with the Municipality are such that

exclusion of their financial statements from those of the Municipality would cause the

Municipality's basic financial statements to be misleading or incomplete' Financial

accouniability exists if the Municipality appoints a voting majority of the organization's

B.
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CoMMoNwEALTH oF PUERTo Rlco
MuNIclPALlrY oF MARICAo

Notes to Basic Financial Statements
June 30. 201 I

goveming body, and if either one of the lollowing conditions exist: (l) the Municipality can

in]pose it. will on the organization or (2) the potential for the organization to provide specific

financial benefits to- or impose specific financial burdens on, the Municipality'

GASB Statement No' 39, which was early adopted b)' the Municipality on July l' 2003' amended

the provisions of GASB Statement No. l4 to provide additional guidance to determine rvhether

certain organizalions for which the Municipality is not financially accountable should be reported

as compJnent units based on the nature and significance of their relationship with the

Municipality. Generally, GASB Statement No. 39 requires reporting as a discretely presented

"ompon"rt 
,nit, an organization that raises and holds economic resources for the direct benefit of

a governmental entiry: Such organizations are legally separate, tax-exempt entities that meet all

oflhe three specific criteria that address benefit, entitlement or access, and significance.

The Municipality's management has concluded that, based on the aforementioned criteria, there

are no legaliy s;parate eniities or organizations considered component units of the Municipality

according to GAAP as of June 30, 201 I , nor for the year then ended '

C. New Financial ReDorting Model

onJulyl,2003,theMunicipalityadoptedtheprovisionsofstatementNo.34,BaslcFinancial
statements arul Managemenl's Discussion and Analysis .for State and Local Gove.rnments

(commonly known as'cnsg:+'), issued by the Governmental Accounting Standards Board

iCaSS). This statement, as amended. established a new financial reporting model for state and

local governments.

Simultaneously to the adoption of GASB Statement No. 34, the Municipality adopted certain

p.onorn""rn"rit, issued by FASB and all of its predecessor bodies, such as the Accounting
'Principles Board (APB), for its govemmental activities. In this respect, the Municipality adopted

the pronouncements issued by these entities that were issued on or before November 30, 1989,

and that do not conflict wiih Gasg pronouncements. Accordingly, on July l, 2003' the

Municipality adopted the provisions oi APB Opinion No.21, Interest on Receivables and

Payabis, io accornt for non-interest bearing receivables and payables reported in the

accompanying basic financial statements.

The effects of implementing the aforementioned pronouncements have been reported as changes

in accounting principles ii the accompanying basic financial statements. Accordingly. the

cumulate efficts of such transactions have been reported retroactively as restatements of fund

balances at July l, 2003.

According to the new financial reporting model established by GASB 34' as amended' the

minimunirequired presentation for financial reporting purposes ofthe Municipality is composed

of the following elements:

17
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Coul'toivrve ,tlrH oF PUERTo RIco
MTINICIPALITY OF MARTCAO

Notes to Basic Financial Statements

June 30. 201 I

Management's Discussion and Analysis C'MD&A") - I4D&A is a required

arppf""*.**y infonnatiorr used to introduce the basic financial statements and provide

un'inutyti.ut or.rview of the Municipality's financial activities for the year ended June

30, 20li, based on the Municipality's management knowledge ofthe transactions' events

and conditions reflecred in the bisic financial statements and the fiscal policies that

conlrol the Municipalitl's operalions.

Government-Wide Financial Statements ('GWFS-) - GWFS is a set of financial

statements composed oi (l) a statement ofnet assets and (2) a statement ofactivities'

The government-wide financial statements are aimed at presenting a broad overview. of

the tiunicipality's finances by focusing on operationa[ accountability through rePorting

iir" f."*i"f position and reiults of operations of the Municipality as a whole using

methods that are similar to those used by most private businesses'

The statement of net assets provides short-term and long-term information about the

Municipality's financial position, which assist management to determine the

Municipality's economic condition at June 30, 2011, by presenting all of the

frfrri";pufiay't assets and liabilities, with the difference between these two it€ms

,"po.t"d ,t "net assets" (equity). Net assets are reported in the following three

categories:

o Invested in Capital Assets, Net of Related Debt - This consist of capital

assets, net of iccurnulated depreciation and amortization and reduced by

outstanding balances for bonds, notes, and other debt that are attributed to the

acquisition, construction, or improvement of those assets'

. Restricted Net Assets - These result when constraints placed on them are either

externally imposed or are imposed by constitutional provisions or enabling

legislation. Internally imposei designations of resources are not presented as

reitricted net assets. When both restricted and unrestricted resources are

available for use, generally it is the Municipality's policy to use restricted

resources first, and then unrestricted resources as they are needed'

o Unrestricted Net Assets - These consist of net assets which do not met the

definition of the two preceding categories' Unrestricted net assets often are

designed to indicate that managiment does not consider them to be available for

genJral operations. Unrestricted net assets often have constraints on resources

ihat are imposed by management, but can be removed or modified'

The statement of activities presents financial information showing how the

Municipality's net assets changed during the year ended June 30' 201 I ' The statement of

activities demonstrates the degree to which direct expenses of a given function or

18
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MuNICIPALITY op Mlrucao

Notes to Basic Financia[ Statements

June 30, 201 1

segments are offset by program revenues. Direct expenses are those that are clearly

identifiable with a specific function, segment or operational unit Program revenues

include charges to customers or applicants who purchase. use or directly benefit from

goods- servi&s or privileges provided by a given function, segment or operatio.al unit.

F.og.u,rl ,"r"nra, also include grants and contributions that are restricted to meeting the

opeiational or capital requirements of a particular function or segment Taxes and other

itlms not properly included among program revenues are reported instead as general

revenues. Reiources that are dedicated internally by the Municipality are reported as

general revenues rather than as program revenues. The Municipality does not allocate

general govemment (indirect) expenses to other functions.

Under the provisions of GASB 34, all activities carried out by the Municipality are

considered governmental in nature for financial reporting purposes. As a result, no

business-type activities are reported in the accompanying basic financial statements.

3. Fund Financial statements C.FFS") FFS is a set of financial statements composed of:

( 1) a balance sheet (financial position) and, (2) a statement of revenues, expenditures and

"hang", 
in fund balances ideficits) of the Municipality's governmental funds (results of

operations).

The fund financial statements focus on: (l) financial accountability, (2) individual parts

of the Municipality's government and (3) reporting the Municipality's operations in rtore

detail than tlle government-wide financial statements.

Each fund is considered an independent fiscal entity accounted for within a set of self-

balancing accounts that comprise its assets, liabilities, fund equity, revenue, and

expendit"ures. Fund accounting segregates funds according to their intended purpose and

isusedloaidmanagementindemonstratingcompliancewithlegal,financialand
contractual provisions.

On March 2009, GASB 54 was issued in an effort to improve the consistency in

reporting fund balance components, enhance fund balance presentation, improve the

usefulneis of fund balance information, and clarifi the definitions ofthe govemmental

fund types. In summary, GASB 54 introduces entirely new terminology.. and

classification of fund balances in governmental funds. This new standard also establishes

a hierarchy of fund classifications as follows:

l.Non-spendableAmounts:Thatis,thefundbalancewhichcannotbespentas
it is associated with assets such as inventory, prepaid expenses, long term

receivables or permanent fund principal.

2.SpendableAmounts:Theseamountscanbespent,butareclassifiedbasedon
the relative strength of tlle constraints that control the purposes for which
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Notes to Basic Financial Statements

June 30.201I

specific amounts can be spent. Beginning \\'ith the most binding constraints'

these classifi cations are:

a. Restricted
b. Commifted
c. Assigned and

d. Unassigned

Horv to classify spendable amounts:

Restricted Fund Balance: This balance represents amounts that are constrained for a

,p..if'. pr.po." through restrictions of external parties (i e creditors, grantors'

contributors, or laws or regulations of other governments), or by constitutional provision

or enabling legislation, pursuant to the definition of "restricted'' in paragraph 34 of

GASB 34. as amended bY GASB 46.

committed Fund Balance: This balance represents amounts that are constrained for

.p"",1" purp.*. *p*ed by a formal action of the government's highest level of
decision maling authority (i.e. amounts that have been committed by a governing body

legislation, ordinance or resolution for a specific purpose) Furthermore, fund balances

ca-nnot be sued for other purposed unless the government used the same acling it took to

originally commit the amounts.

Assigned Fund Balance: This balance represents amounts that are constrained by the

Crr-r.""t't irt*t to be used for a specific purpose, but are neither restricted nor

iornrnitt"d. Intent should be expressed by ( l) the governing body itself (2) a body (e g a

budget committee) or official to whom the governing body has delegated authority to

assilr amounts to be used for specific purposes. The key distinction between committed

and"assigned is that committed monies are set by the highest authority (i'e the board)

and such restrictions can only be removed by this authority'

LJnassigned Fund Balance: This balance represents the residual amounts for a

g"*.*,"rtt C"**l eund; it includes all amounts that are not classified in the previous

ihr". cat"go.ies (restricted, committed and assigned)' Furthermore only the General

Fund can report unrestricted fund balance.

The minimum number of funds is maintained consistent with legal and self-imposed

managerial requirements established by the Municipality For financial reporting

prrpo"r"., the Municipality classifies its funds within the following governmental fund

categories:

General Fund The general fund is the chief operating fund used to account for all

financial resources and governmental activities ofthe Municipality, except for financial

resources required to bi accounted for in another fund type lt is presumed that the
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June 30' 201 I

Municipality's activities have been reported in the general fund except for transactions

for which one ofthe follorving compeiling reasons has required the use ofanother fund:

ii) i"grl ."qrlt"rents. (2) GAAP i"qui'i*"nt'.o' (.1) the demands of sound financial

uirinlrt.ution requiring the use of a fund other than the general fund'

Special Revenue Funds The special revenue funds are used to account for revenues

di.,u"a r-m grants or other ,"r"nu" ,ou..", (other than maior capital projects) that are

.itn". ,"lfr"rii"ted by the Municipality or legally restricted by outside parties for use

in specific purposes. The uses and llmitations Jf eich special revenue fund are specified

by municipal ordinances or federal and s(ate statules'

Debt Senice Fund- The debt service lund is used to account for the accumulation of

resources for, and the payment of, principal and interest for: ( I ) general long{erm debt

for which debt service payments are legally mandated to be- accounted for in a debt

service fund, and/or (2) general long-term debt for which.the Municipality is being

accumulating financial resources in idvance, to pay principal and interest payments

*utrring in iuture years (such bonds payable and notes payable)'

General long-term debrs for which debt service payments do not involve the advance

accumulation of resources (such as capital leases' compensated absences' claims and

iuJ*."r,., advances from CRIM, and landfill closure and post closure maintenance

iosis.l are accounted lor in the general lund'

[.ons-term debt's principal and accrued interest due on July I of the following fiscal

"'j'rr"*" ^"""r",.i 
fo, u, liubili,i", in the debt service fund at June 30' if resources are

lvailable at June 30 for its payment'

Carrital Proiects Funds - Capital projects funds are used to account for the financial

;;;;;";;J i"ih. acqrisition oi construction of major capital facilities' other assets

and permanent improvements. The use ofthe capital projects funds has been reserved

i". [r:"i 
""pi "l 

acquisitions or construction activities that would distort financial

resources trend data if not reported separately from the other Municipality,s operating

activities.

The routine purchase of assets that could be capitalized (such as vehicles and other

minor capitai assets) has been reported in the general fund'

The Municipality has no significant operations or. activities that: (l) are financed and

operated primarily in a manner similai to private business enterprises' where the costs

;1il;,di"g gooi. o, services to the general public is- financed primarily through user

"r,i.n"r- oirit are fiduciary in naturi. As a result, the Municipality does not report

ffiL# ;;;;r;;;;"Js in the accompanving fund financial statements All

illr""i.lp"ir1;..j funjs u,...tussifi"d as governmental for financial reporting purposes'
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June 30,2011

Perntanent Fzzds- Accounts for resources that benefit the Govemment where only the

;;;;;;l i"; ma1'be used for the Government's related purposed and the principal

must remain intact.

Notes to tlre Basic Financial Sralements - A set of notes that provide information that is

essential to a user's understanding ofthe basic financial statements'

Required Supplementary Information (other than MD&A) - 
A set of reports and

inil.rn^,iolt reported along with, but separate from, the basic^financial statements of the

fr4url.lp"iity, such as: ( I ) 
"Budgetary 

Comparison Schedule General Fund' (2) the Notes

i"-erat.,":o, Co*puiiion Sineaute and (3) the Schedule,of Funding Progress -

irnployl"r' 
- 
Retirement System of the Commonwealth of Puerto Rico and lts

Instrumentalities.

5.

D. Measurement Focus and Basis ofAccounting

The term measurelnent focus refers to what is being expressed in reporting financial position and

f".for*un"", that is, which resources are being mlasured in the accompanying basic financial

statements. Two ditl-erent measurement focusJs have been applied in the accompanying basic

i,n"n"lut .,u,"*"nts: (l) the flow of current financial resources and (2) the flow of economic

;;;;r";.. Basis of accounting refers to when transactions have been recognized in the

,"..rnp"ryirg basic financial .tri..""' GAAP provides for the use of two different bases of

u""orntini, illi.h huu" been used in the accompanying basic financial statements: (l) the

accrual baiis and (2) the modified accrual basis'

The accompanying government-wide financial statements are reported using the economic

resources ,"u*.on"nt focus and the accrual basis of accounting Accordingly' re.ve.nues ar:

senerallvrecordedwhenearnedandexpellsesaregenerallyrecordedwhenallablllryls|ncurreo.
:;;ffi;, il;-,i;l;s ;i related cash flows. Grants and simitar irems are recognized as

revenue as soon as all eligibitlry requirements imposed by the provider have been met' All

;,g"ifi"; inter_fund activ;ties ilau"'b""n eliminated from these government-wide financial

statements.

The accompanying fund financial statements are reported using the *::lt ll^Tt^'l ::t-":'j-"rt':
,"uru."r"n, ioc* ana the modified accrual basis of accounting' Revenues are generally

recognized as soon as drey are Loif' measurable and available (that is' earned and collected.or

;;;;r]|j; be collected *;tt in *. n"*t 90 days following the fiscal year-end) to pay,liabilities

ofthe current period, except property tax revenues, for which the availability period is 60 days'

ln applying the suscept;ble to accrual concept to intergovernmental revenue in the accompanying

fund financial statements, thersare essentially two tyf,es of revenue. For the majority of grants,

moneys must be expended Uy itre tutunicipaity on-ihe specific purpose or project bgfore anV

a*ounts *itt be reimbursed. Revenue is, therefore. generally recognized as expenditures as

//
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incurred. For the other revenue, moneys are virtually unrestricted and are generally revocable

onty fo. fuitrr. to compl) rvitir presiribed compliance. reortirements These resources are

gererallv reflected as ,.u.nu. ui it,Jii,re of receipr or earlier ii the susceplible to accrual criteria

is met.

Intheaccompanyirrgfundfinancialstatements,expendituresandrelatedliabilitiesaregenerally
recorded in the accounring p.ri"J i, which tire fiuUility ir incurred, except for: (l) principal

p"y'r"ri ura int",.rt on'lo'-g-i"|"rn oUtig'tions' which 
-are 

recorded when due' ercept for

principal and interest due 'niuif I of lhe.following..fiscal year which are recorded when

resources are available i, tt 
" 

d"Ut t"'ui"e funds (generally June 30); and (2) vacation leave' sick

leave, Christmas Uonur"., oUtigution. und". 
"upiLl 

leases, amounts subject to judgments under

litigation, and other tong-te# obligations, which are. recorded under the accrual basis of

uccl,rnting in the accompanying government-wide fi nancial statements'

ln December 1998, the Governmental Accounting Standards Board issued Statement No 33'

Accounring and Firrrriot n"pt'ii'g jo' uon eylilse.Tran.sactions C'GASB 33")' effective for

financial statemer,t fo. p.,iof,, uft"?iune 15,2000';hich the Municipality adopted on July l'

200i. This statement ".ruliirh.d 
u..orniirg and reporting standards for non-exchange

ransactions involving cash and financial or capital resources (for example, most taxes' grarts and

private donations). ln a nor,-exchange transaction' a government gives (or receives) value

without directly receiving 1oi g*ingl Jlual value in retum This is different from an exchange

transaction. in which eu"h pa'! '"i"iu"t 
und gives up essentially equal values' The statement

groups non-exchang" ounruiiil* o] gou"tn#ntt into four classes' based on their principal

Ehu.u"t".i.ti.r, (a) 
-derived lax revenL-ie; (b) imposed non-exchange revenue; (c)-government

mandated non-exchange transactions; ani 1d) voluntary non-exchange transactions 
. 
The adoption

of this statemenr utt"r"a .igninluntty the'basis of accounting used by the Municipality, for the

.ecognition of revenue u,J "*p"nali""t 
and related assets and liabilities' as described above'

The effecl of the adoptron or'[li.-pronorn".ment has been reported as changes in accounting

priiipf"t i" ,i," ,""o*punyi'g Uutii nnun"iul statements' Accordingly' the cumulative effects of

such transactions have been ieported retroactively as restatements of fund balances at July )'

2003.

E. Maior and Non-maior Funds

UndertheprovisionsofGASB34,theMunicipa|ityisrequiredtosegregatefundsamongmajor
and non-major categories *ittrin ine fund financial statements' Major individual govemmental

funds are reported as separat";;i;^t in the accompanying fund financial statements' while data

from all non-majo. got".."niui iund' u'" ugg'"gut"i inio a single column' regardless of fund

,yp". 
-ei .iri.ir.,"u funa'i, tontia"t"a 'u]it 

i"f itl it It the primary operating fund of the

Municipality (i.e. the general fund) or; (2) meets both ofthe following criteria:

(a) Total assets, liabilities, revenues or expenditures of that individual governmental

fund are at least l0 percent ofthe corresponding total for all funds ofthat category or

ryPe: and.
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(b)Totalassets,liabilities,revenues.orexpendituresoftheindividualgovernmental
lund are at least 5 percent of the corresponding total for all governmental funds

combined.

Based on the above-mentioned criteria, the Municipality's general fund, the debt service fund.

the $3,860,000 Loan fund, the $3725,000 Loan fund. and, (5) the FEMA (Lluvias de_ octubre

2010) funi are the only five funds that qualifu as major funds lor the fiscal year ended June 30,

2011, and accordingly, have been reported as major funds in the accompanying fund financial

statements. All other govemmentai funds of the Municipality are considered non-major for

fi nancial reporting purPoses.

F. Statutorv(Budeetarv)Accounting

The Municipality's budget is adopted in accordarce with a statutory basis ofaccounting. which is

not in accordance with GAAP. Revenue is generally recognized when cash is received.

Expenditures are generally recorded when the related expenditure is incurred or encumbered.

Availableappropriationsandencumbrancesareestablishedtolapseoneyearaftertheendofthe
fiscal year. 

'Amounts 
required to settle claims and judgrrents against the Municipality' and

certain other liabilities, are not recognized until they are encumbered or otherwise processed for

payment.

Under the statutory basis of accounting, the Municipatity uses encumbrance accounting io lecord

the full amounf oipurchase orders. contracts and other commitments ofappropriated resources as

deductionsfromtheappropriationpriortoactualexpenditure.Inthegovemmentalfunds,
encumbrance accounting is a significant aspect of budgetary control'

Theaccompanyingbudgetarycomparisonschedule_generalfund,onlypresentstheinfonnation
for the generai fr-na, *li"n'i. thJ only Municipality's fund with a legally adopted budget, as

requireiby GAAP. Because accounting principles applied for purposes of developing data on a

urdg"t uui;s differ significantly from those used to pres€nt financial statements in conformity

with" GAAP, a reconciliation of diff.."n"", in the deficiency of revenues and other !lul:ing
sources under expenditures and other uses of financial sources for the year ended June 30, 201 1,

was presented foi the general fund as part ofthe accompanying budgetary comparison schedule'

G- Cash and Cash Equivalenls

The Municipalit-v's cash and cash equivalents are composed of cash on hand' demand deposits'

and short-term investments in certifitates of deposit with original maturities of three months or

less from the date ol acquisition.
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The Municipality follows the practice of pooling cash and cash equivalents The balance in the

fooled cash accounts is avaiiable to meet current operating requirements and any excess is

inrest"d in various interest-bearing deposits with private commercial banks'

cash with fiscal agent in the debt service fund represents additional property tax collections

retained by the Municipal Revenue collection center c'cRIM", by its Spanish Acronyms), a

rrunicipal corporation (not a component unit of the Commonwealth nor of the Municipality).

Such cash bulurc"s ure restricted for the payment of the Municipality's debt service' as

established by law.

Receivables and Pavables
I.tlrtty b"t*"* furdr tt t are representative of lending/borrowing arrangements outstanding at

the eni of the fiscal year are referred to as either "due to/from other funds" (i.e, the current

portion of inter-fund Ioans).

Tax receivables in the general fund represent amounts owed by taxpayers principally for

individual and corporate property taxes, municipal license taxes and construction excise taxes. A

fo.tion of th"s" tax receivabies is recognized when they become measurable and available based

on actual collections during the 90 day; (60 days for property taxes) following the fiscal year-end

related to tax returns dui before year-end. Tax receivables also include amounts owed by

taxpayers from taxable years prior to June 30, 201 l, estimated to be collectible but not currently

available, as a result ofthe adoption ofGASB 33.

Accounts receivables are stated net of estimated allowances for doubtful accounts, which are

determined based upon past collection experience and current economic conditions.

Intergovernmental receivabies mainly represent amounts owed to the Municipality by the

Comironwealth and the federal govemment of the United States of America for: (l)
intergovemmental charges, and (2) for reimbursement of expenditures incurred pursuant to

federally funded programs, respectively.

ln the accompanying government wide financial statements, receivables consist principally of all

revenues 
"am"d-at 

!*.-end and not yet received. Allowances for doubtful accounts are based

uponhistoricalt,",dsandtheperiodicagingofaccountsreceivable.Majorreceivablebalances
forthegovemmentalactivitiesincludemunicipallicensetaxes,propertytaxesandconstruction
excise taxes, among others.

Non-exchange transactions collectible but not available are defered in the accompanying fund

financial staiements in accordance with the modified accrual basis ofaccounting, but not deferred

in the accompanying govemment wide financial statements in accordance with the accrual basis

of accounting. Inte.esi inco." is recorded when eamed onty if collected within 90 days after

y"ar-"nd sin"ce they would be considered both measurable and available Allowances for

uncollectible u""ornt. receivable are based upon historical trends and the periodic aging of

accounts receivable.
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J.

Inventories and Prepaid Exrrenses

Inventories consist of materials and supplies held for consumption. Generally, inventories and

f."puia "*p.nt.. 
are valued at cosi' and predominantly on the first-in' first-out basis'

bou".nIn"niul fund inventories and prepaid expenses are recorded as expenditures (consumption

method) when purchased rather than capitalized as an asset Only significant amounts of

inr"n,oiy and frepaid expenses at the end of the year would be capitalized' if any' in the

gorernmentul iunds. Ho*eu"., inventories are alrvays capitalized (purchase method) in the

statement of net assets.

TemDorarilv Restricted Assets

Certain cash and cash equivalents set aside by the general fund' the capital projects fund and the

;p;;i;l'r;;";; fund are classified as ternpoiarity restricted assers since their use is limited for:

1!l the 
"ompliun"e 

with debt seruice requiremenis of bonds ard notes payable as established in

ih" ,".p""tiu" debt agreements, (b) the funding of construction and permanent improvement

p..;;;;,lrJ ic) re fu"nding of iei"iul a'a state iponsored programs Temporarily restricted cash

uni 
"ush "quiuulents 

amounted to $5,297,395 (note 3) at June 30' 201 I '

K. Deferred Charges
D"f"."d 

"k"tg". 
,n the accompanying statement of net assets consist of debt bond issuance

"ost 
, *hich aie amortized or", ih" i.ril of the related debt using the straight-line method' [n the

fund financial Statements, bond issuance costs are recognized in th€ current period as

expenditure, whether or not withheld from the actual debt proceeds received'

L, Inter-fund Transactions

permanent reallocations of resources between the Municipality's funds are classified as inter-

fund transfers. The Municipality has the following types of transactions recorded among funds

in the accompanying fund financial statements:

. Operating Transferc - Legally required transfers.that are reported when inclrred as

;6po"tirig 
'ansiers-in,, 

by-the .ecipient fund and as "operating transfer-out" by the

disbursing fund.

' Inter-fund Payments (Quasi-external Transactions) - Charges or collections for services

rendered by one fund to another that are recorded as revenue of the recipient fund and as

expenditure of the disbursing fund'

For the purposes of the accompanying government-wide statement of activities' all interfund

transfers belween individual governmental funds have been eliminated'
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M. Caoital Assets

The accounting and reporting treatment applied to the capital assets associated with a fund are

determined b}. its measure'ient locus General capital assets are long-lived assets of the

Municipality as a whole, such as land, land improvements' easements' buildings' building

i*prou.*"ntr.vehicles,machinery.equipment'works,infrastructureandallotherintangihle
assets thar are used in the operaiions oi the Municipality and that have initial useful lives

extending beyond a single reporting period (fiscal year) lnfrastructure assets are generally

immovab'le in nature and in.lrd" ,oidr, btidg"t, streets and sidewalks, drainage systems and

other similar assets. In the accompanying government wide statement of net assets, all individual

capital assets over the threshold u*ount oi$:OO have been capitalized and depreciated-

[ntheaccornpanyinggovernment-u,idestatementofnetassets,allcapitalassetsarevaluedat
their historical cost or estimated historical cost if actual is unavailable, except for donated capital

assets,rvlricharerecordedattheirestimatedfairvalueatthedateofdonation'Estimated
historicalcostwasusedtovaluethemajorityoftheassetsacquiredpriortoJune30,2oll.Tlte
costs of normal rraintenance and repairi thai do not add value to the asset or materially extend

capital asset lives are not capitalized.

Allcapitalizedassetsaredepreciatedovertheirestimatedusefu|livesunderthestraight.line
method. All individual capital assers under the above mentioned capitalization threshold are

charged directly to expense in the accompanying government-wide statement of activities The

esti;ated useful lives ofmajor capital asset categories are:

Land improvernents

Buildings and building improvements

lnfrastructure

Motor vehicles

Furniture and fixtures

Machinery and equipment (excluding lhos€ under capital ]ease)

Years
20

30-50

20 to 50

8

5to20
5to20

Equipment held under capital leases is depreciated under the shorter of the estimated useful life

of the assets or the lease t.rn1, Cupitat assets are recorded as capital outlays expenditures in the

acquiring fund for the purposes of th" ac"ompunying statement of revenues' expenditures and

chinges in fund balances - govemmental funds'

N- Deferred Revenues

TheMunicipalityreportsdeferredrevenueonitsbasicfinancialstatements.Deferredrevenue
arises when potential revenue does not meet both the ..measurable,, and ..available,, criteria for

revenue recognition in the current period' Available is defined as due (or past due) at June 30'
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201 I . and collected within 90 days (60 days for property taxes) thereafter to pay obligations drre

at June j0. Deferred revenues ulsn uris. ulhen the Municipality receives resourc-es belore it has a

i"g"f .fri," to them. In subsequenl periods, rvhen the revenue recognition criterion is met' or

rvhen the Municipality tru, a t.gat ciaim to the resources,.the liabilit-v for deferred revenue is

removed and revenue is recogniied. Deferred revenues at the government-u'ide level arise only

*hen tt 
" 

Municipality receives resources before it has a legal claim to them'

Deferred revenues at June 30,2011 amounted to $595'308 in tlte accompanying government-

wide statement of net assets and balance sheet - governmental funds. respectively.

O, Compensated Absences

CompensatedabsencesareaccountedforundertheprovisionsofstatementNo.l6.Accounting
for iompensated Absences, issued by the Governmental Accounting Standards Board (GASB

t 6).

Compensated absences include paid time off made available to employees in connection with

vacation, sick leave unA 
"orp"n,utory 

time According to GASB l6' the 
^liability 

for

compensated absences recorded in the accornpanying government-wide statement of net assets is

striclly limited to leave that: (l) is attributable to'services already rendered on or_before June 30,

20ll,and(2)isnotcontingentonaspecificevent(suchasil|ness)thatiSoutsidethecontrolof
the Municipality and the Lmployee The liability for compensated absences' ,i1t''dt,t:]'o-
..iu,"a .oro, *-hi.h ur" directty ind incrementaliy related to the arnourt of salary paid to the

".ptoy"" 
(suclr as elnploy"r;, share of Social Security taxes' Medicare taxes' employer

contributions to retirement system and others)-

The vacation policy of the Municipality provides for the accumulation of regular vacations at a

rate of 2.5 days pei month (30 dayi peiyiar) Employees accumulate regular sick leave at a rate

oi t .5 duy, p". *onth ( I 8 days per yeari' Employles accumulate compensatory time at a rate of

I .5 times the overtime *o.f.Ja. 'nti uu""tion ,nd sick leave days accumulated by employees in

excess of 30 days and 90 days, respectively, are paid to employees each year. if not consumed' as

reqrir"a by la*. L the 
"as" 

oi 
"otp"n'"tory 

time, the excess of240 hours is paid to employees

each year, if not consumJ. Upon termination of employment' an employee receives

compensation fo. utt ,""r*ului"d unpaid regular vacation leave at the current rate' In the case of

regular sick leave, if ,t 
" "rnplov""'t"tmin"ates. 

his or 
.her 

employment with- the .Municipality
U"?o." ,"u"nlng to y""., of-.J*i"es, such regular sick leave days are not paid 

^to 
the employee'

Ufon t".*inuti"on oiemployment, an employie does not receive comp€nsation for comPensatory

time, if not consumed. nru. tO y"urs oi s"*i"es any regular sick leave balance is paid to the

"rnpioy"". 
Accumulated ,"*tio''ti'" is fully vested to the employees at any time At l^un^e 30'

20ll'theMunicipa|ityhasrecordedaliabilityforcompensatedabsencesamountinStos94S'150
in the accompanying government-wide statement of net assets'

,Q
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Claims and Judements

Theestimatedamountoftheliabilityforclairrrsandjudgrnents.rvhichisdueondemand'suchas
from adjudicated or settled claims. is recorded in the general fund.

Long-Term Debt

All long-term debt to be repaid from governmental resources is reported as liabilities in the

govern,ient wide statement of net assets, except for principal and interest payment on long-term

EUtigu,lon, due in July I of the following fiscal year, which is recorded in the fund fi,ancial

statements when resources are available in the debt service fund (generally' at June 30) Bonds

and notes premiums and discounts, as well as issuance costs- are deferred and amortized over the

life ofthe iebt in the accompanying government-wide financial statements'

Long-term debt for governmental funds is generally nol reported as liabilities in the fund

finaicial statements. In the governmental fund financial statements' governmental funds

,""ognir" bond premiums and discounts, as well as bond issuance costs' during the current

p"..'d Tha face amount of the debt issued is reported as other financing sources. Premiums

received on debt issuance are reported as other financing sources rvhile discounts are reported as

other financing uses.

Reservations of Fund Balances

ReservatioDs of fund balances represent portions of fund balances that are legally segregated for

specific future uses or are not appropriated for expenditure. The Municipality has the following

types of reservations of fund balances:

. Encumbrances Represent future expenditures under purchase orders and other

commitments. These committed amounts represent reservations of unexpired

appropriations and generally will become liabilities in future periods as the goods or

services are received.

, Capital Assers - Represents net assets available to finance future acquisitions of capital

assets.

. Debt semice - Represents fund balances available to finance future debt service

PaYments.

. Advances and Other Specirted Pzrposes - Represent the reservation ofmoneys set aside

principally for long-term commitments related to federally-funded programs'

R.
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Risk Financins

The Municipality purchases commercial insurance covering casualty, theft. tort claims, and other

losses. The Commonwealth, through its Department of Treasury. pays the insurance prerniums

on behalfofthe Municipality and then is reirnbursed each year through monthly equal paymenls

The current insurance policies llave not been canceled or terminated- For workers' compensation

and disability insurance, the Municipalit-v obtains insurance coverage through the State lnsurance

Fund Corpoiation (a component unit of the Commonwealth) and the Occupational Disability

Fund (which is a trust funi administered by the Department of Lahor and Human Resources of
the Commonwealth).

Total Columns

Total columns on the fund financial statements are presented only to facilitate financial analysis.

Data in these columns does not present consolidated financial position or results of operations in

conformity with GAAP. Such data is not comparable to a consolidation, since interfund

eliminations have not been made in the accornpanying fund financial statements

T.

U. Use of f,stimates

The preparation of basic financial statements in conformity with accounting principles generally

u"""pt"i in the United States of America requires the Municipality's management to make

significant estimates and assumptions that affect the reported amounts of assets and liabilities

and the disclosure ofcontingent assets and liabilities at the date ofthe basic financial statements

and the reported amounts oi revenue and expenses during the reporting period. Actual results

could differ from those estimates.

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

The Municipatity's general fund is the only govemmental fund for which an annual budget is legally

adopted. Tie lr.iuni-cipality's elected Mayor is legally required to prepare and submit to the elected

Municipal Legislature an annual balanced budget for the ensuing fiscal year. The annual.budget is

prepared by ihe Municipality's Department of Finun"", and takes into consideration the advice

provided by all municipat d"partrn"nts and divisions. The appropriations madg_f9r any fiscal year

shall not eiceed the total revenues, including available surplus, estimated for said fiscal year, unless

the imposition oftaxes sufficient to cover said appropriations is provided by law'

The annual budget, which is developed using elements of performance-based program budgeting and

zero-based bud[eting, includes an estimate of revenues and other financing resources of the ensuing

fiscal year under: ( I j laws existing at the time the budget is submitted; and (2) municipal legislative

rn"u.ul, proposed by the Mayoiand submitted with the proposed budget, as well as. the Mayor'

recommendations as to appropriations that in his judgment are necessary' convenient' and in

conformity with the four-year govemmental plan adopted by the Municipality'
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The Municipal Legislature may amend the budget submitted b,v.the Mayor but may not increase any

it".. .o ru.'to cauie a deficit ivithout imposing taxes or identifiing other sources of reven-ue to cover

,-J-a"n"ir. Upon approval by tt,e Municipal Legislature. the budget is referred to_the Mayor who

may decrease or eliminate any line item but maf not increase or insert any new line itetn in the

lrig"t. rn" Mayor may also ueto rhe budget in its entirety and^retum it to the Municipal Legislature

*1if,"t i. oU.;""ti."s. Ifa budget is not adopied prior to the endofthe fiscal year' the annual budget for

the preceding fiscal year- as approved by ihe Legislature and the- Mayor' is automatically renewed for

it 
" 

'"nrring ir"ut year until thi Municipal Legislature and.the Mayor approve a new budget. .This
permits the Municipality to continue making p-ayments for its operations and other purposes until the

new budget is aPProved.

The Municipality's annual budget is prepared on the budgetary basis of accounting' which is not in

accordance with GAAP. eccordingly, ior budgetary purposes the Municipality uses encumbrance

accountirg. The encumbrances 
"(irincipally- purchase orders and contracts) are considered

"rp"nalt,rl", 
when a commitment is made ioiCnep reporting purposes' encumbrances outstanding

at year-end are reported as reservations of budgetary appropriations and GAAP fund balances and do

noi constitute expenditures or liabilities o, u caei bisis b""aur" the commitments will be honored

Jr.i"g ,f'" subsequent year. The encumbered balance of any appropriation of the general fund at the

"nd 
oith" fiscal year will lapse to the following fiscal year. In addition, the Municipal Legislature

may direct that certain revenues be retained ind ,nrd" available for spending within a specific

appropriation account.

Generally,expendituresmaynotexceedthelevelofspendingauthorizedforanindividualdepartment
or division oithe Municipility. However, the Muniiipality is statutorily required to satisry the debt

s"*i"" reqrirern"nts, regardleis of whether such amounts are appropriated or not'

Appropriations are enacted for certain departments and divisions Appropriations for capital projects

u.!'rua" for each bond/note issue and the authorization continues for the expected construction

period.

The Municipality's Finance Department has the responsibility to ensure that budgetary spending

"ont 
ot i, maintained on an iniividual department/division basis. The Finance Department may

i"*rf". pu.t or all of any encumbered balance within a department to another department subject to

;;p;;r"i Budgetary control is exercised through the Municipalitv's acco-un:lTjl-ti1:-:Ll:,::t"*
ensures that encumbrances or expenditures are iot processed if they exceed the deparlment/d ivision's

to-tal available spending authorization, which is considered its budget. The legal.level of budgetary

control is at the individual a"pu.t..ni level for the general fund expenditures, principal and interest

duefortheyearforthedebtServicefund,andbybond/noteauthorizationforcapitalexpenditures.

The annual budget, as presented in the accompanying Budgetary Comparison Schedule.-,General

Fund, is the budget ordinance at June 30, 2010, represintingihe original budget, as amended. There

were no supplem-ental appropriations for the year ended June 30' 201 I '

.1 I
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3. DEPOSITS

TheMunicipalir-v-maintainsitsdepositsofcashinthecovernmentDevelopnrentBanklorPuerto
Rico ("CDB'') (a governmental bank and component unit of the Commonrvealth) who serves as

fis.al 
'ug"nt oi ine n'tunicipatity; and irwutio" cotm"ttial banks located in Puerto Rico The

Luiun""I a"porit.d in C[lrg u.e ,nin.u.ed and uncollateralized. The balances deposited in

commercial banks are insured by the Federal Deposit lnsurance Corporation ("FDIC") up to a

maximum of $250,000 per depositot However, under the laws and regulations of the

Common*ealth.pub|icfundsdepositedincommercialbanksmustbefullycollateralizedforthe
amount deposited in excess of federal depository insurance provided by theFDIC. All securities

pledged as'collateral are held by an agent ofthe Secretary ofthe Treasury ofthe Commorwealth in

the name of the MuniciPalitY.

Cash. cash equivalents and investments at J une 30, 201 I , consist of the following:

FEM A
Debt service 

( Lluvias de

Fund Octubre)

$3,860,000

Loan

$3,725,000 Non Major

Loan Funds Total

Restricted Cash

in Commercial
Banks

RestIicted Cash

in GDB or
CRIM as Fiscal
Agents

Category l:

Category 2:

Category 3:

Total , , ,"" .r, ,"r rr, , ,

The Municipality's bank balance of deposits and investments with financial institutions are

;;;;g;;r;" provide an indication of the level of conateral risk assumed by the Municipality at

.lune 30, Z0 t I . Risk categories are described as follows:

$ |.02'1 .662 $ I .021 ,662

Insured or collateralized with securities held by the secretary ofthe Treasury'

agents in the MuniciPalitY's name.

Collateralized with securities held by pledging financial institution's trust

department or agent in the Municipality's name'

Uncollateralized; including any bank balance that is collateralized with

=..u.ities held by the pledging financial institution or by its trust department

or agent but not in the Municipality's name'
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The carrying amount (book balance) and the bank balance of deposits and investments with financial

institutions ofthe Municipalitv al June 30. 201 l. consist ofthe follorving:
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June 30. 201 I

Carriving

Amount

$ 1.027.662

1-269.'731

Bank

Balance

$t.019.164

4.269-'73 |

Deposits in Commercial Banks

Ileposits in Governmental Banks

Total

Bank Balances oId(po\ils and rn!eslmenl''

Categor,\' I

Category 2

Category 3

Total Bank Balances

5,291.393 S 5,288,895

r_0 r9.164

4 269.131

5,288,89i

4. MUNICIPAL LICENSE TAXES

The Municipality imposes a municipal license tax on all businesses that operate within the

Municipaliry, *hi"h ur" not totally or partially exempt from the tax pursuant to the Irrdustrial

lncentives Acts of the Commonwealth of Puerto Rico. This is a self-assessed tax based on the

business volume in gross sales as shown in the tax return that is due on April l5 ofeach year. Entities

with sales volume of $l million or more must include rates established by the Municipality. At June

30,2011, the municipal tax rates imposed by the Municipality were 1.50 percent for financing

institutions and 0.30 percent for any other taxpayers. Any taxpayers, who have been granted with

partial tax exemption; under any of the incentive tax laws of the Commonwealth, ultimately pay

municipal license taxes at redu;ed 1ux rates, generally between 60 percent and 90 percent under

standard rates.

Each taxpayer must asses his/her corresponding municipal license tax by declaring his/her volume of
business through a tax retum every April l5 based on the actual volume of business generated in the

preceding caleidar year. The tax can be paid by the taxpayer in two equal installments: (l) the first

paymentiue at the hling date of the retum (generally April I 5), and (2) January I 5 subsequ€nt to the

hting oftn" declarationl The first installment ofthe tax covers the taxable period (six months) ended

DecJmber 3 I subsequent to the filing date of the declaration, while the second installment of the tax

covers the taxable period (six months) ended June 30 of the subsequent calendar year. [f a taxpayer
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elects to pay the tax in full on the filingdateof the declaration (April l5). a 5 percent discount is

granted automatically on the tax amount due.

Any municipal license taxes collected in advance (that is. prior to June 30 but pertaining to the next

fiscal year) are recorded as deferred revenues. Deferred municipal license tax revenues recorded in

the accompanying cwFS and GFFS amounted to $23,804 at June i0.2011. which represents

mun icipal licenses collected in advance for the taxable year 20 l0-20 I I .

5. PROPERTYTAXES

The Municipality is authorized by law to impose and collect personal and real property taxes.

Personal property taxes can be imposed to any natural or legal person engaged in trade or business

that at January I ofeach year is owner ofpersonal property used in trade or business.

Personal property taxes are self-assessed by taxpayers every year using the book value of personal

property assets orvned by the taxpayer at January I and reporting such taxable value through a

personal property tax retunt filed on May l5 subsequent to the assessment date. At June 30, 201 1,

the total personal property tax rate in force was 6.38 percent (of which taxpayers pay 6.18 percent

and .20 percent is reimbursed by the Department of Treasury of the Commonwealth. Real property

taxes are assessed by CRIM. The assessment on real property is nrade every January I and is based

on estimated current values of the properry deflated at 1957 market prices. At June 30,2011, the

total real property tax rate in force was 8.38 percent (of which 8.18 percent is paid by taxpayers).

Residential real property occupied by its owner is exempl by law from property taxes on the first

$15,000 ofthe assessed value (at 1957 market prices), For such exempt amounts, the Department of
Treasury ofthe Commonwealtlr assumes payment ofthe basic tax (4.00 and 6.00 percent for personal

and real property, respectively) to the Municipality, except for property assessed of less than 53,500
(at 1957 market prices), for which no payment is made. Revenue related to the basic tax on exempt

property is recorded in the general fund wherr collections are received from the CRIM.

CRIM is required to remit 1.03 percent of the personal and real property tax collected to the

Municipality to be used for the partial funding of the debt sen'ice requirements on general

obligations and notes payable ofthe Municipality. ln addition, 1.35 percent ofthe total personal and

real properry taxes collected by CRIM is restricted for debt service requirements of the Municipality

and is retained by GDB for such purposes. Accordingly, such amount is recorded as revenues in the

debt service fund when collected and reported by the CRIM.

The Additional Lottery System of the Commonwealth (the "Additional Lottery") is an operational

unit reported ^ un 
"ri"rpiir" 

fund of the Commonrvealth, which currently operates several betting

alternaiives to the citizens of Puerto Rico. The Additional Lottery is required every year to distribute

a portion of its excess of revenues over expenses as follows:

i. Thirty five percent (35%o) of its net earnings (defined as the excess ofrevenues over expenses

less an amount earmarked for the Fund for Rent and Home lmprovement Subsidy Program
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for the Low-tncome Qualiling Elderly) is earmarked to the municipalities of the

Commonwealth of which a maximum of $26 million, on an annual basis, is distributed to the

Municipal Equalization Fund held by GRIM to cover operating expenses and permanent

improvements of the municipal ities-

ii. An additional amount not exceeding $16 million, on an annual basis, is distributed to the

Municipal Equalization Fund, provided it is within the 35 percent corresponding to the

municipalitiei of the Commonwealth. When the accumulated municipal appropriations frorn

the municipalities' Puerto Rico Health Reform are covered up to June 30, 1997, these

resources will be assigned to the Health Insurance Administration, a component unit of the

Commonwealth.

Total property tax receivable, net ofallowance for uncollectible accounts amounted to $72,836 at

June 30,201 l.

6. INTERFT]NDBALANCES

On July l, 2001 the Municipality adopted the provisions of Statement No. 38, Certain Financial

Statemint Note Disclosures, issued by the Governmental Accounting Standards Board- This

statement requires the disclosure ofthe flow of resources between funds and to assess the collectibles

of inter-fund balances. Inter-fund balances at June 30, 201 I consisted of the following:

COMMOM'VEALTH OF PUERTO RICO
MUNICIPALIIY OF MARICAO

DUE TO ANO OUE fROM

MAJOR FUNDS:

NoNMAJOR FUNDSj

FEMA
(LTWIAS OE

OEBT SERVICE OCTUBRE
FUND 2010)

s$

$3.860,@0 S3,725.000
LOAN LOAN

t-GENEfIAL FUND

CONVENIO OTOP
JOINT RESOLUTIONS
LEY 2
RC r16
OUEBRADA.]UAN SCNCHEZ
RECICTA'E

CANCHA DE &CLONCESTO
FACILIOADES RECREATIVAS
MEJORAS PERMANENTES

OTHER FUNDS

GENERAL
FUND

$-
a0,000.00

a59.965-00
45.7@.00
3,000.m
1.600.00
1,0@ m

10,000.00
3.000 00

65a.000.00

L622,265.&

OTHER
NONMAJOR

FUNOS

$ 8.101.00

21.7&@
ltmojo

3.000 (n
7,0@ 00
5.000 0o

59.851 00

TOTAL

t 8,101@

lo,ooo 00
881.715 00
60.7m oo

3.000 00
1.6@ 00
1,000 m

r0,000.00
6,000.00
7,00o.00

663.ooo:oo

1 ,682,I 16.00
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At June 30, 20ll all amounts due to among firnds are considered collectible by the Municipality's

management.

7. INTERGOVERNMENTAL RECEIVABLE AND PAYABLE

Itrtergoyernme[t l reccivrble tod paytble

0ther Total Stttement

Mayor Govertrmcotrl Governme[tal of nct

Fuod Futrd Fuod {sscE

- Inttrgovernmelltal rcceivable:
\' p.roto m* euu" power Authority 543'045 543'045 543'045

SBGP
Totrl $ 541,G5 !-- $ -----rtl'0!l $ -!11'041

0-

-0
- ! 8,815 18,815

!, AuthoritY o -

Puerto Rico Electric Power Authority 543,045 - 543'04.5 543'M5

fu rtcrgoverDmental Pay.ble:

t General Govemental Services

Department ofTrcasury

EmPloye€s Retirement System of
the Govemment of Puerto Rico

Depoftnent oflabor
Puerto Rico Aqueduct and Sewer

Intemal Revenue SerYicr

Y

t

- 19,483 19,48319,483

r 8,815

rot'r $ ----lg-!Jq !------ !-----!!!41 !----l9U!1

This Space Has Been httentioaolly Left Blank

v
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8. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 201 l, was as follows:

Balance

at
June 30,2010

7 5S1 gtq

2,309,054

669,713

2.033,7r 0

2-2'14

Balance

at

Additions Reclassilications June 30, 201I

COST BASIS:

Cost basis ofcapital assets. not subject

to depreciation and amortization:

lnfrastructure land

Construction in p.ogress

Total cost basis ofcapital assets, not

subject to depreciation and amortization

Cost basis ofcapital assets, subject to

depreciation and amortization:

Buildings, structures and building improvements

lnfrastructure

Land Improvements

Licensed vehicles

Furniture

Machinert and Equipment

Total cost basis ofcapital assets subject

to depreciation and amonization

Total cost basis ofcapital assets

$ 1.290,128 $ -

4.89'1.829 790.285

6. 187.957 790.285

327.7 39

$ 1.290. r28

6,015,853

7.305,981127.119

1.37 4,641

77 4-914

106.627

t4.t58

(229.999\
(97.7 40)

8,738.58r

2,986.228

669.'113

2,140-3i't
't6-432

648,924s49.382 99.542

t3.158.072 2,169,882 (327;139) 15,200.215

19,346.029 1.160.167 22.506.196

Depreciation
Amortiz{tion

June 30, 2010 Expense Reclassilications

Balance

at

Balance
tt

June 30,201I

ACCUMULATED DEPRECIATION AND
AMORTIZATION

Buildings, structures and building improvements

lnfrastructure

Land Improvements

Licensed vehicles

Fumiture

Machinery and equipment

Total ac{umulated depreciation and

amortization

CAPITAL ASSETS, NET

5,415,908 404,086

$ 13.930.121 $ 2.756,081

1,7 49,208

1,021,666

601,654

1,64',t.532

228

395,620

129,089

63,400

40,327

a7.471

1,997

81,402

t,818,297

1,085,066

641.981

l;735,403
't )15

47't,022

5,819,994

$ 
-,1!,686202

ct
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Depreciarion and amortization expense was charged to functions in the accompanying government-
wide statement of activities as follows:

v

v

!

v

Y

Y

Y

General govemment

Public safety

Public housing and welfare

Cultue, recreation and education
Urban and economic development
Health

l3 I,410
I1,312
3,225

7,56t
?3t,8t9

18,759

404,086Total depreciation and amortization expense

This Space Has Been Inlentionall! W, Blank

l-

Y
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9. EMPLOYEESRETIRXMENTSYSTEM

The Municipality's employees participate in the Ernployees' Retirement Slstem of the Government
of Puerto Rico and its [nstrumenta lit ies (the "S)stem"). The S)'stem is the administrator of a multi-
employer cosl-slraring (as related to the Municipalit)'s reporting entiry-) defined pension plan
established by the Cornmonwealth. The Slstem \\'as created under Act. No. 447 approved on Ma1
15. 1951, as amended- and becarne effective on Jarruary l. 1952. The System covers all regular
employees of the Commonrvealth and its ir'rstrumentalities. the Municipality and other municipalities
of the Commonwealth.

The System is independent, thus assets may not be transferred to another system or used for any
purpose other than to beDefit each system's participanis. The Systern issues publicly available
financial reports that includes its basic financial statements and required supplementary information
for each of them- including required six-vear trerd information. Those reports may be obtained by
rvriting to the administrator ofthe System.

The System provides for retirenrent. death and disability benefits. Death and disability retirement
benefits are available to nrembers lor occupational and non-occupational death and disabilities.
Retirement benefits depend upon age at retirement and number ofyears ofcredited service. Benefits
vest after l0 years of plan participatiorr.

Retirement benefits are determined by the application of stipulated benefit ratios to the member's
average compensation. Average compensation is cornputed based on the highest 36 months of
compensation recognized by ERS. The annuity, for which a plan member is eligible, is limited to a

minimum of$200 per rnonth and a maximum of75 percent ofthe average compensation.

On September 24, 1999, an amendment to Act No. 447 of May I 5, 195 I , which created the System,
was enacted with the purpose of establishing a new pension system ("System 2000"). System 2000
became effective on January l, 2000. Employees participating in the current system as of Decerrber
31, 1999, had the option to either stay in the defined benefit plan or transfer to the new program.
Persons joining the government on or after January I , 2000, are the only required becoming members

of System 2000.

System 2000 is a hybrid defined contribution plan, also known as cash balance plan. Under this new
plan, there is a pool of pension assets, which are invested by the System, together with those of the
current defined benefit plan. Neither the Commonwealth nor the Municipality will guarantee

benefits at retirement age. The annuity will be based on a formula which assumes that each year the
employees' contribution (with a minimum of 8.275 percent of the employees' salary up to a

maximum of 10.00 percent) will be invested in an account which will either: (l) eam a fixed rate

based on the two-year Constant Maturiry U.S. Treasury Note; (2) eam a rate equal to 75 percent of
the return of the System 2000's investment portfolio (net of management fees); or (3) earn a
combination of both alternatives. Participants receive periodic account statements similar to those of
defined contribution plans showing their accrued balances. Disability pensions are not being granted

under System 2000. The employer's contributions (9.275 percent ofthe employees' salary which is

applicable to the Municipality) rvill be used to fund the current plan.

System 2000 reduced the retirement age from 65 years to 60 for those employees who joined the
current plan on or later January I , 2000.
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Fundins Policv:

Contribution requirements are established by larv and are as follows:

Municipaliq"
Employees:

Hired on or before March 3 l- I 990

Hired on or after April l. 1990

Fiscal Year
ended June 30

2010
201 I

9.275%o of gross salary

5.7750% ofgross salary up to $6,600
8.275 oh of gross salary over $6,600
8-275o4 ofgross salary

System 2000
$ 16,799

s 62,1 89

During the fiscal year ended June 30, 2011, the Municipality, as an employer, did not make any

contributions to these retirement systems. On August 12,2000, Act No. 174 was approved to allow
certain participants of the ERS to be eligible for early retirement upon attaining at least age 55 with
25 years of service, provided they rnade their election on or before April I , 2001 . Those who elected

earty retirement urder this law will receive montlrly benefits of 75 percent (if 25 or more year of
service and 55, or 30 or nore years or services and age 50) or benefits of 65 percent (if 25 years of
service by less than age 55) of their average compensation which is computed based on the highest

i6 months of compensation recognized by the System- In these cases, the employer (including the

Municipality) is responsible for contributing to the System the amount needed to cover the benefit

payments and employer contribution with respect to the participants covered until the pa(icipants

reaches the normal retirement age.

Historically, the Commonwealth has reported the System as a single-employer plan (as relates only
to the financial reporting entity of the Cornmonwealth) in its comprehensive annual financial report.

Accordingly, the Commonwealth will assume any actuarial deficiency that may exist or arise related

to the Municipality's participating employees since the System does not allocate any actuarial

deficiencies pertaining to municipal employees participating in the System.

The Municipality is only required by law to make statutory contributions in the rates mentioned

above. As a result, no net pension obligation nor net pension asset that may be allocable to the

Municipality's participating employees, if any, has been recorded in the accompanying basic

financial statements.

The Municipality's actual contributions for the current and the previous two fiscal years, which are

equal lo the statutory required contributions, were as follows:

Act No. 447
$ 99,933
s 39 t .468

IO. LONG.TERM DEBT

The Municipalit-v's Legislature is legally authorized to determine the contracting of debts of the

Municipality. Nevertheless, the laws and regulations of the commonwealth also provide that:
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. Direct obligations of the Municipaliw (evidcnced principalll by bonds and notes) are

backed by the full faith. credit and taxing pou'er of the Municipalit-v: and

. Direct obligations are not to be issued if the amount ofthe principal of. and interest on,

such bonds and notes (and on all such bonds and notes issued thereafter) which are

payable in any fiscal year, together with an)'amount paid by the Municipali1'in the

preceding fiscal year on account of bonds or notes guaranteed by the Municipaliry,

exceed l0 percent of the total assessed value of the property located within the

Municipality plus the balance ofthe ad valorem taxes in the debt service fund. for bonds

payable to be repaid with the proceeds ofproperty taxes restricted for debt service'

In addition. before any nerv bonds or notes are issued, the revenues ofthe debt serv-ice fund should be

sufficient ro cover the projected debt service requirement. At June 30. 2011, the Municipality is in

compliance with the debt limitation requirements.

The general long-term debt activity for the year ended June 30, 201 l, was as follows:

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO
Notes to Basic Financial Statements

Year Ended June 30. 201 I

30, 2010, as Borowings o.
resr.ted Additions 30,2011

11,125,900

Oue Within One

6.526.800 4.885.000 (285.900) 412,600

Puerto Rico Tre.sury Deparlmenl:

Finanong agrc€menl for the excess of

prcperty ia( advances ov€r colleclions

CRIM

Act No 42 ' Financing agreement for lhe

exc€ss d proPriy ta( advances over colleclions

througn fiscal year 2000

Compensaied Absences

Total

2A.592

3.391,562

955,634

121 127)

(72.172)

{7.484)

7,465

3.319.090

948.150

7 _465

17.O47

361.488

I 10.902.588 S 4.8E5.000 I 15.400,605 858.600

a) Bonds Pqable

The Municipality issues general and special (public improvements) obligations bonds and notes to

provide for ihe icquisition and construction of major capital facilities and equipment, as well as, to

cover certain operating needs. Long-term debt at June 30,2011, is composed ofthe following debts:
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General oblisation bonds: Outstanding
Amount

2003 serial bonds due in annual installments ranging lrom $ 10,000 to $50.000: plus interest
due in semiannually installments at variable rates (5.00% ro 1.25yo at June 30. 20i I), trough
J ulv 1. 2028

540.000

Serial bond approved under ordinance number 8 of 2009- | 0 due in semiannual. lnstallments
ranging from $5000 to $19,000 plus interest due in semiannualll paynlcnts at variable rates
(4.7 59/o to 7 .5Yo). Due inJanuary l, 2017

r 45.000

Serial bond approved under ordinarrce number 5, 2009- l0.lnstallments ranging frorn $5.000
to $19,000 plus interest at 4.370lo until cancellation. This bonds due in l-l-2017. 105,000

Serial bond approved under ordinance number 4, 2009-201 I . Required installments ranging
from $ I 5,900 to $20, 500 through I -l -207: and sem iannually interest payment calculated in
4.37v"

r r 0.900

Subtotal General Obligations:
900.900

Public Imrrrovement Bonds: (sales taxes)

2008- Serial bond, original issued amount of $3.860,000 due in annually principal
installments raging from $115,000 ro S 180,000, plus interest due irr semiannually
installnrents at variable rates from I .53o/o to 7.50olo at June 30, 201 I through J uly 1.2025

3,6 r 5,000

2008- Serial bond, original issued amount of$160,000 due in annually principal installments
raging from $5,000 to $10,000, plus interest due in semiannually installments at variable
rates from 1 .53yo to7 .50o/" at June J0, 201 I through July | ,2023.

150,000

2008- Serial bond, original issued amount of $870,000 due in annually principal installments
raging from $70,000 to $l 10,000, plus interest due in semiannually installments at variable

rates from 1 .53o/o to 7 .50o/o at June 30, 201 I through Julv I , 201 8.

'725,000

2010- Serial bond, original issued amount of$880,000 due in annually principal installments
raging from $50,000 to S380,000, plus interest due in semiannually installments at variable

rates from l.53yo to 7.50o/o alJune 30,201I through July 1,2018

0

201l- Serial bond, original issued amount of$280,000 due in annually principal installments
raging from $30,000 to $50,000, plus interest due in semiannually installments at variable

rates from 6.000h to 7.50o/o at Jlune 30,201I through July 1,2017

280,000

20ll- Serial bond, original issued amount of $3,725,000 due in annually principal
installments raging from $50,000 to $310,000, plus interest due in semiannually
installments at variable rates from 6.00%o to 7 .50o/o at lune 30, 201 I through July I ,2035

3,'125,000

Subtotal Public Improvement Bonds: 9.375.000
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These bonds are payable from the ad valorem property tax of 1.0% which is restricted for debt
service and retained by the Government Development Bank for Puerto Rico for such purposes.

The laws and regulations of the Commonwealth provide that public debt of the Municipality will
constitute a first claim on the available revenue of the Municipality. Public debt includes bonds and

notes payable. The good faith, credit and taxing power of the Municipality are irrevocably pledged

for the prompt payment ofthe principal and interest ofthe bonds and notes payable.

The Municipality levies an annual additional special tax of 1 .40%o of the assessed value of personal

and real property. The proceeds of this additional special tax are deposited in a sinking fund

established at GDB whereby sufficient funds must be set aside to redeem the bonds in minimum
annual or biannual principal and interest payments. The proceeds of this special tax are recorded in
the debt service fund.

Interest rates on serial bonds subject to variable rates are reviewed periodically by GDB and are

based on the fluctuation of GDB's weighted average rate for its commercial paper program, not to
exceed 8olo. Under this program, GDB issues commercial paper in the U.S. taxable and tax-exempt
markets, in the Eurodollar market and to corporations that have tax exemption under the
Commonwealth Industrial Incentives Act.

Operational Bonds Pavable

2002 Serial bonds due in annual principal installments raging lrorn $ 10,000 to $80.000; plus
interest due in semiannually installments at variable rates 1.28olo to 6.00'Yo at June 30, 2003
throush July l, 2026

850.000

Total Bonds l l,125,9_0i

Loan Pavable to CRIM (Law 42)

2001 operating loan with tlre Deparlment ol Treasury due in rnonthly principal installments
ranging from $3,566 to $23,358; rvhich includes inplicit interest due in monthly
installments at 6.30% through July l, 2033

3,3 19,090

Lims

On November 28,2001 the Agency (CRIM) financed the Real Property Digitalization
System that must be used in the Island. The total cost of this System was distributed among
all Municipalities. The share of this cost assigned to the Municipality of Maricao amounted
to $ 114,634, financed for l0 years at a 5.95%o interest rate, payable in semi-annual
installments. At June 30, 201 I, the outstanding balance amounted to $ 7,465.

7,465

Provision for accrued comrrensated absence 943,I 50

Total bonds, note payable and compensated absence $rs30tL60s
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Annual debt service requirements of rnaturify fbr bonds payable are as follorvs:

Year ended

June i0

20rl
t0 t-r

20 t.1

2015

2016

20 t7 -2021

2022-2026

2027 -2041

2032-2036

Princioal

s .112.600

,15t.i00

485.000

51t,800
558,700

2,614,500
j,130,000

r,540.000

1,400,000

$ ,125,900

Interest

$ i57.753
768,657

7i5,1li
699,469

661,159

2,70s,259

1 ,696,294
804,294

27 5,625

$ 8,703,623

Total

$ 770,i53
1,221.957

1,220,t t3
I,211 ,269
1,219,859
s i'tq 75q

4,826,294

2,344,294

t ,67 5,625

s 19,829,523

b) Notes Payable to CRIM
Act No. 42 - Act No. 42 of January 26.2000 was enacted to authorize CRIM to enter into a
financing agreement of up to $200 rnillion. for a term not exceeding 30 years. The financing
agreement allows for the financing of a debt that the municipalities of Puerto Rico have with CRIM.
arising from the final seftlemenls of property tax advances versus actual collections through fiscal
year 2000. The amounts that the municipalities will collect from the additional property taxes
resulting frorn the increases in the subsidy from the Commonwealth to the municipalities are

assigned through this larv to repay such loan. The increase in this subsidy was the result of the

Public LawNo.238 ofAugust 15. 1999-

ln addition, on February 12,2003, the Municipality entered into a repayment agreement with GDB
and CRIM to pay off the remaining $3,814,820 of excess of property tax advances through fiscal
year 2000 and 2001. CRIM retains the principal and interest from the property tax advances of the

Municipality. The amounts retained by CRIM are remitted to CDB on July I of each year through
July 1,2032. The repayment agreement bears interest al variable rates determined by GDB. The
outstanding principal balances ofthe note payable to CRIM amounted $3,319,090, at June 30, 201 l.
The principal and interest maturities are as follows:

Year ended

June 30

2012
2013
2014

2015 to 2019

2020 to 2024
2025 to 2029

2030 to end

Princioal

17,047
81,888

87,033
524,398
711,188

964,513
8',73,022

s 3,319,090

Interest

204,t95
199,354

194,209
881,273

695,022
44t,698
I I t,326

$__?127_,07e

Total

281,242
281,242
281,242

| ,405,6'7 I

t,406,2t t

t,406,2n
984,348

$__!,046,.!_qq
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ConrtotrvsnLrH op PuEnro RIco
MuNrcrPALlrY or Mantclo

Notes to Basic Financia[ Statements
June 30.201I

Financing ofdelinquent propertv tax accounts sold - On April )2,2002- the Municipaliq entered

into a financing agreement with CRIM in the amount of $83,620 for the payment of delinquent
property tax account sold to private investors. The financing agreement is in the form of a line of
credit, bearing interests at 6.50% during the first 5 years. and variable interests 125 points ovcr
LIBOR rate during the next 25 years. At June 30, 201 1. the outstanding principal balances amounted

to $38.581 . The principal and interest maturities are based on collections.

6. Conryensated Absences

At June 30, 20 | l, the liability for compensated absences is composed as follows:

Due within Due after
Totalone year one year

Vacations

Sick leave

Compensatory time

Fringe Benefits
Total

$ 171,657

139,63 8

24,504

s t44,278
400,694

s 3 r 5,93s

540,332

24.504

335,799 544,912

4l ,690

880,771

67 ,37925.689

$ i6 r.488 $ 948, r 50

II. COMMITMENTS AND CONTINGENCIf,S

The Municipality is defendant in various legal proceedings pertaining to matters incidental to the

performance ofroutine governmental operations. Under Act No. 104 ofJune 25, 1955, as amended,

persons are authorized to sue the Municipality only for causes of actions set forth in said Act to a
maximum amount of $75,000 or $ 150,000 if it involves actions for damages to more than one person

or rvhere a single injured party is entitled to several causes ofaction. Under certain circumstances, as

provided in Act No. 9 of November 26, 1975, as amended, the Municipality may provide its officers
and employees with legal representation, as well as assume the payment ofanyjudgment that may be

entered against them. There is no limitation on the payment ofsuchjudgment.

With respects to pending or threatened litigation, the Municipality has reported liabilities of $375,01 8

or awarded and anticipated unfavorable judgments as of June 30, 201 I . This amount was reported

within claims and judgments liabilities in the government-wide statement of net assets. Management

believes that the ultimately liability in excess ofamounts provided, ifany, would not be significant.

s 586,662
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Rer.enues:

Property ta\es
Municipalsales ta\

Municipal license taxes

Charges for services

Intergovernmental grants and contributions
lnvestments earnings

M isce llaneous

Expenditures:

Ceneml government

Public Safety

Urban and economic development
Enviromental Conlol Health
Culture- Recreation and Education
Public- Housing and welf'are

Erplanation of Differences:

CoMM0NWEALTH oF PUERTo Rtco
MuNrcrPALtrY oF MARtcAo

Budgetary Comparison Schedule General Fund
Year Ended June 30. 201 I

Budgeted Amounts
Original

s 434.219

650.000
370.811

i00
3.7 40.291

18.000

427 -800
5.641,653

2.395.460

361,405

2-220.8t3
350,414

226-820

86,741

$ 5,64r.653

42'1,800 37t,102
5.64r,653 5.424,439

$ 434_249

650.000

l70.8ll
500

3 -740,291

18.000

2.395-460
361.405

2,220,813
150.4t4
226.820

Actual
Amounts

(Budgetary
Basis)

(See Note l)

$ ,125.143

601.532
179.836

).640.826

Variance
with

Final
Budget -
Positive

(Negative)

$ (9.106)
(42.468)

9.023
(500)

(99.465)
( 18.000)

(56,698)
(217.2t 4\

('1,2s1\

96.691
515

7.031

1.556

$ 98,536

2-395-460

368,662

2_124.122

349-899

119.189
86;14t 85.185

$ 5.641,651 $ 5.543, r r7

Sources/infl ows of fi nancial resources:
Actual amounts (budgetary basis) "available for appropriations"

from the budgetaD, comparison schedule
Differences - budget basis to GAAP:

Decrease in receivable

Non budgetary rcvenue from operational
expenditures account

C)ther

Total rcvenues as reported on the statement ofrevenues, expenditures

and changes in fund balances - govemmental funds

lJseVoutflows of fi nancial resources:

Actual amounts (budgetary basis) "total charges to appropriations"
ftom the budgetary comparison schedule

Differences - budget basis to GAAP:

lncrease in debt witfi govemmental entity
Prior year expenditures(Resultas)

Expenditures transfer fiom operational
expendihrres account

Other expenditures

Total expendifures as reported on the statement of revenues" exp€oditurel
and changes in fund balances - govemmental funds

L &dnp6,g d6 ro rL be fEEol s&Ids r! , esral p,n or.h6 *h.duL

$ 5-424.439

_!__l!2!.43e

$ 5,543.1r7

1,529.95i

s 7,073,072
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CoMMoNWEALTH oF PUERTo RIco
MuNrcrPALrrY or MARtcAo
Schedule of Federal Awards

June 30, 201 I

I]S DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Direct ProgIarns:

Sccrion 8 vouchers and Portability 14.871 275,9y

Indir€cf Pmgram:

Passed ftrcugh PR Otrce ofMunicipal Alfairs

Stde Block Grant P.ogran (SBCP) 14.2U MP . UL497

Homeless Prevention Program 14.729 llr85
Neighbodmod Stabilizatiro P.ogram 14.264 818,946

Tot t HUD 196f.,?82

FEI'ERAI, GRANTOR / PASS THROUGH GRANTOR

PROGRAM TITLE

Prssed trlugh dlc Elderly Commission ofrice
Title lll, Pan B- C,rfits for Supportive
S€rvices atld Seoio$ C€nters

Ff,DENAL MANAGEMENT EMERGENCY ASSISTANCE

Direc.t hoglams:

Public Disast€r Assistance

TOTAL FEDERAL FINANCIAL ASSISTANCE

MP = Majo. Progrerr

FEDERAL

CFDA

NUMBER EXPf,NI'ITUNES

,__________E-l:l31E7

9).44 t44395

97.O; 20,110

Y

l-
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Corruoxwr.l,mr oF PUERTo Rrco
MUNIcIPALITY oF MARtcAo

Notes to Schedule of Federal Awards
June 30, 201 I

1. GENERAL

The accompanying schedule of expenditures of federal awards presents the expenditure
of all the federal financial assistance programs of the municipality of Maricao (the
Municipality). The Municipality's reporting entity is defined in note I to the
Municipality's general- purpose financial statements.

2. BASIS OF ACCOT]NTING

The accompanying schedule of expenditures of federal awards is presented using
modified- accrual accounting basis of accounting, which is describ6d in note I to the
Municipality's general-purpose fi nancial statements.

Y

w

v
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ruANA. RfVERA, CPA
CERTIFIED PI.IBLIC ACCOI,'NTANT

Plurie:7t7-7t4,,255
Eax:787-784450

Email: jrmeleci@.hotmail-mm

URR I.EVTfiOWN, firc DE VAIE AVE, 7-OA BAJA, PR @949

REPORT ON COMPLANCE AND INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCUL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and

the Municipal Assembly'
Municipalig of Maricao
Maricao. Puerto Rico

We have audited the financial statements of the govemmental activities, each major fund and the aggregate

remaining fund information of the Municipality of Maricao as of and for the year ended June 30, 201 I,
which collectively comprise the Municipality of Maricao basic financial statements and have issued our
report thereon dated December 13, 201l. We conducted our audit in accordance with auditing standards

generally accepted in United States of America and the standards applicable to financial audits contained in

Governnrent Auditing Standards, issued by the Comptroller General ofthe United States-

lnternal Control over Financial Reporting

ln planning and perfonning our audit, we considered Municipality of Maricao intemal control over financial

reporting as a basis for designing our auditing procedures for the purpose for the purpose of expressing our

opinions of the financial statements but noi for the purpose of expressing an opinion on the effectiveness of
the Municipality of Maricao internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the

preceding paragraph and would not necessarily identifi all deficiencies in intemal control over financial

reporting that might be significant deficiencies or material weaknesses. However, as discussed below we

identified certain deficiencies in intemal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or

employees in the normal course of performing their assigned functions, to prevent or detect misstatements on

a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that

adversely affects the Municipality of Maricao ability to initiate, authorize, record process or report financial

data reliably in accordance with generally accepted accounting principles such that there is more than a

remote likelihood that a misstatement of the Municipality of Maricao financial statements that is more than

inconsequential will not be prevented or detected by Municipality of Maricao intemal control. We consider

the deficiencies described in the accompanying schedule of intemal control over financial reporting. (201 l-l
and 201 l -2)

A material weakness is a significant deficiency, or combination of significant deficiencies, tlrat results in

more than a remote likelihood that a material misstatement ofthe financial statements will not be prevented

or detected by the Municipality of Maricao intemal control.

Our consideration ofthe intemal control over financial reporting was for the limited purpose describe in the

first paragraph of this section and would not necessarily identifu all deficiencies in the intemal control that

rnight be significant deficiencies and accordingly would not necessarily disclose all significant deficiencies

Mailing Addr6s Box 757. Dorado, PR 00el5



t6al are also considered to be material \\eaknesses. Hos'ever *'e believe that none t.rf the significant

deficiencies described above is a tnaterial rveakness.

Comoliance

As part of obtaining reasonable assuratrce about \\hether the Municipalitv of Maricao financial statenlents

are tiee of rnaterial misslatenlent. \\e performed tests of its conrpliance \\ith certain provisiorrs of laus.

regulations. contracts. and grants. noncornpliance u ith u hich could have a direct and material ellect on the

deierrnination oI tlnancial statentents anlounts. Hou,ever. providing and opinion on compliance with those

provisions \vas not an objective of our audit. and accordingl;. we do nol express such as arr opinion. 'fhe

results of our tests disclosed instances of noncompliance or other matters that are required lo be reporled

trnder Gorernnrent Auditing Slundords and rvhich are described in tlte accorrrpanying schedule of findings

and questioned costs as items (20) l-l and 20ll-2)

We tloted certain n)atters that we reponed to nranagcmenl ol MLrnicipality of Maricao. in a separate lener

dated December l.l. l0I I

Municipality of Maricao. response to the findings identified in our audit is described in the accontpatll ittg

schedule of lederal findings and queslioned costs. We did not audit Municipalitl of Maricao respttnse ald-

accordirrglr. \\e e\press no opirtiott ott it.

'I'his repon is intendcd solcll tbr the intbrnration and use of ntanagemcnt. ol'the Honorable Mator and

fhe Municipal Assembll of Municipalitl' of Maricao. ollrers rvithin the cntit). and federal awarding agene ies

and past-through entities and is not intended to be and should not be used b1' an)'one other than these

specified parties.

1ba Baja. Puerto Rico
December ll.20l I

StamI NO. 263385.1 ol-thc l\t.rlo Iii.o Socict) ol ( crtilied I'uhlic r\ccoonrirnl5 \ras alii\cd lo lhe original rcpon.

w
. uc.*22t1 -

ffi
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ruANA. RIVERA, CPA
CERTIFIED PUBLIC ACCOUNTANT

Pl,o,E:7t7-7U-2255
Fax:187-784-2250

Email : jmelecio@hotrnail-com

URR rEVrT'rOWry Bt8 DEL VArtEAt'E,7-OA BAJA, PR 00949

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE IN A ACCORDANCE WITH OMB CIRCULAR A.133

To the Honorable Mayor and
the Municipal Assembly
Municipality of Maricao
Maricao. Puerto Rico

Y" h.i* audited the compliance of Municipality of Maricao with rhe rypes of compliance requirements
described in the U.S. office of Management and Budget (oMB) circurar'e-t3i co*pLiun". ii_,ppr".*t
that are applicable to each of its major federar programs for the year ended June 30, 20ir. The
Municipality of Maricao major federal programs are identified in the summary of auditor's results section of
the accompanyirrg schedule of findings and questioned costs. Compliance with the requirements of laws,
re€ulations, contracts, and grants applicable to each of its major fedeial programs ;s tn" .erpon.iuii;ty ot tr,"
Municipality of Maricao management. our responsibility i. to.rpr".. ariopinion on th; Municipality of
Maricao compliance based on our audit.

Compliance

we conducted our audit of compliance in accordance with generally accepted auditing standards; the
standards applicable to financial audits contained in Govemmental Auditing Standardi issued by the
Comptroller General of the United States; and OMB Circular A- 133, Audits of"States, Loc;l Covemments,
and Non-Profit Organizations. Those Standards and OMB Circular A- i 33 require that we plan and perform
the audit to obtain reasonable assurance about whether rroncompliance with the types of compliance
requirements referred to above that could have a direct and .ut"iiul 

"ff""t 
on , nri.;o. f"derai f.og.u.occurred. An audit includes examining, on a test basis, evidence about the Municipality of'N4aricao

compliance with those requirements and performing such others procedures us *" conriderg; necessary in
the circumstances. We believe that our audit provides a ,""rorull" basis for our opinion. Our audit does
not include a legal determination of the Municipality of Maricao compliance with those re4uirements.

As described in item Section II in the accompanying schedule of findings and questioned costs, the
Municipality of Maricao did not comply with requiremints regarding administrative requirements that are
applicable to its SBGP Program. Compliance with such ."qrir"rn"ni is necessary for the Municipality of
Madcao to comply with the federal regulations. Also we want to emphasize that this requirem"r, hu. not
been complied in prior years.

In our opinion, except for the noncompriance described in the preceding paragraph, the Municipatity of
Maricao complied, in all material resp€cts, with the requiremenis refer.J io u6ou" ihut are applicable to
each of its major federal programs for the year ended June j0. 201 L

Mailing Address Box 757. Dorado, PR 00646



Intcrnal Control Over Compliance

fhe nranagemerrt of the Municipalitl, of Maricao is responsible tbr establishing and tnaintaining efl'ectire
intental control or er conrpliance u ith the requirements of laws. regulations. contracts. and grant applicable

to t'ederal progranls- Irr planning and pertbrmin_e oLrr audit- rrc considercd the Municipalitl ot'Maricao
intenral control orer contpliance sith requirenrents that could hare a direc( and ntaterial et1'ect orr r major

lederal progrant in order to detenline oLrr auditing procedures lbr the purposc'ofexpressin-u our opinion ,.rn

corrrpliance and to test and report on the intcrnal control olc'r conrpliance in accordance $ ith OMB Circular
A- ti3.

We noted cenain ntatlers inrolving the internal control orcr compliance and its operation that ue consider

to be reporlablc conditions. Reponablc conditions inrrrhe ntatters corning to our atlention rclfltii)!l lr)

significant detlciencies in the design or operation of the internal control o\cr compliance thal. in our

.iLrdgnrent. could adversel) allect the Municipality of Maricao ahilitl to adtninister a major federal progranr

in accordancc sith the applicable requirements of lals. regulatir)ns. contracts. and grants. Reponablc

conditions are described in the accompanving schedule offindings and questioned costs in Section IL

A nratcrial rveaktress is a condition in rhich the design trr trperation ofone or nrore olthe internal corttrol

conrponenls does not rcduce to a relatirell los level the risk that noncompliance riith the applicable

requirements of larls. regulations, conlracts. and grants that rroLrld be material in relation to a rnqior lederal

progranr being audited :la1 occur and not be detected rr ithin a timelr peritfi by ernplotees in the nonnal

course of perfomting their assigned flnctions, Our consideration of the intenral control over cunpliance
rvould not necessarilr disclose all nlatters in the intemal cortrol that nright be reponable conditions and.

accordingll- \\'ould not necessarill discbse all reponable conditir'rns that are also considered t0 he rnaterial

rreakltesses.

llouever- s,c believe that none ofthe reportable conditions described abor,e is a nraterial weakness. 'fhis

repon is intended lor the information of the audit comrnittee. the Municipalitl's nranagement. the

Depanment of Housing and [Jrban Devekrpnrent (Cogni/int Agenc] ). and lbderal auarding agencies attd

pass-througlt cntities. I lo\re\er. this repon is nol intended to bc and should not he uscd by anlone other

than these specifled panies.

--*wn, loUr*
Jul6 A Rircra.ff\A I
I-ic. rll ll 

\

a

[)e'ccnrber li. ]0 | I

Iira Ba.ja. I)ueno Rico

Sra rp r'o.26J.1855 ollh. I\cr1{)llicoSrirtcSociet}r)l(cflilicdI'llhlic,\ccounl:rnls\!it\alli\cdtothcorigirl lrepon
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 201 I

Section I - Summarv of Auditor's Results

v Financial Statements

Type ofauditor's report issued: unqualified opinion

lnternal Control over financial reporting:

Material weakness (es) identified? 

-yes 
-L no

Reportable condition (s) identified that are

Not considered to be material weakness? X yes 
- 

none reported

v Noncompliance material to financial statements noted? 

-yes 

X no

Federal Awards

lntemal Control over major programs:

Material weakness (es) identified?

Reportable condition (s) identified that are

Not considered to be material weakness?

Type ofauditor's report issued on compliance for major
Programs: qualified

Any audit findings disclosed that are required
To be reported in accordance with section
510 (a) of Circular A-133

ldentification of major programs:

None Federal Major Programs

Dollar threshold used to distinguish
Between type A and B programs: $500,000

Auditee qualified as low-risk auditee

yes X no

X yes _none reported

X yes _no
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

Schedule of Findings and Questioned Costs
For the Year Ended June 30. 201 I

Section II - Schedule of Financial Statements Findings and Ouestioned Costs

FINDING NUMBER T I-OI

Accounting and Reporting Svstem

During the performance of our audit procedures the follou'ing exceptions lvere noted:

. The Municipality's accounting system provides only for the recording ofrevenues, expenditures

and other limited transactions. ln addition, the accounting records are not integrated and do not

provide for, a self balancing set of accounts for each fund operated by the Municipality,
recording cash and other financial resources, together with all related assets, liabilities and

residual equities or balances, and changes therein. Additionally, we noted that certain records in

use were not adequately maintained-
. Accounting records do not provide for segregation between expenditures and encumbrances.

Criteria

A municipality's accounting system musl make it possible to present fairly and with full disclosure the

financial position and results of financial operations of the funds and account groups of the

governmental unit in conformity with accounting principles generally accepted in the United States of
America and determine and demonstrate compliance with finance; legal and contractual provisions as

established in the Autonomous Municipalities' Larv Chapter 215$ 4360

Cause

The Municipatity of Maricao has not established the accounting procedures, controls and records

necessary to provide accurate information to prepare the financial statements and federal reports in

conformity with accounting principles generally accepted in the United States of America, the

governmental accounting and financial reporting principles issued by the Govemmental Accounting

Standards Board (GASB), and the related grant agreements.

Effect

Due to the deficiencies mentioned above, the examination of the general-purpose financial statements

for the year ended June 30, 201 l, was more difficult and less efficient than would have been in ordinary

circumstances. Since the accounts and other records are not designed to provide the information as it is
presented in the financial statements, was necessary to obtain such information from various

departments and persons within the Municipality and from numerous accounting records, which are not

integrated. This situation can cause the financial statements not to present all the assets, liabilities,

revenues and expenditures of the Municipal ity.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

Schedule of Findings and Questioned Costs

For the Year Ended June 30, 201I

FINDING NUMBER 1l-Ot_ (cont)

Accounting and Reporting SYstem

Recommendation

ln order to streamline the accounting and reporting systems and provide proper closing of records ard

adequale and timely information, wi recommend the Municipality to consider the acquisition of new

accounting systems. The Municipality should implement a new accounting system that allows the

preparatio; oi monthly and year-end financial statements in accordance with Accounting Principles

benerally Accepted iir the United States of America applicable to govemment entities. This plan should

provide for the following:

Accounting and Reporting System

. Adequate training to all accounting personnel in order to improve the understanding of the

system.

. The implementation of a double entry accounting system and the integration of all subsidiary

ledgers.
. The preparation of periodic financial reports to be submitted to the Finance Direclor, the Mayor

and the Municipal AssemblY.
. Reconciliation of financial with the reports prepared and submitted to the Federal government,

and the preparation of the general purpose financial statements in accordance to Accounting

principles generally accepted in the United State of America.

Auditee Response

The governrnental agency known as'oCAM', who is in clrarge of the accounting system ofthe

municipaliries is evaluating the actual system with the intention ofperhaps changing to another system.

The Municipality is awaiting instructions from such agency.

III. Federal Awards Findinss and Ouestioned Costs

Compliance findings:

Our examination of compliance with federal requirements for the Municipality of Maricao for the year

ended June 30, 201 I, disclosed that grants funds were generally administered in a satisfactory manner,

except for the following situations:

FINDING NUMBER TI-02

General Fund

The Municipality obtained funds from the Central Government and included them in Annual Budget'

but at the time of receiving the funds they were deposited into Special Funds'
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 201I

FINDING NUMBf,R I l-02- (cont)

Criteria

In the Article 7.001 ofthe Law 81, as amended, establish that the Municipality will set a self balanced

budget of income and expenditures. In the revised regulations on Fundamental Standards of the

Municipalities of Puerto Rico, a similar provision is established.

Cause

In General Fund, the Municipality budgeted $400,000 of allocations from the Central Government for

operating expenses ofthe Municipality. However, when the Municipality received the funds, they were

deposited in the Special Funds.

Effect

The Municipality does not follow the procedures established by federal law. It created an operational

deficit of$400,000 in General Fund.

Recommendation

Establish procedures to identif, money received and deposit it in the appropriated fund according to

budget.

Auditee Response

The Mayor and the Finance Director accept the recommendation ofthe auditor'
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Program

All Federal
Program

All funds
2002-2007

SBGP -
2002-2007

Accounting
and Reporting
Svstem

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO

Schedule of Prior Year Findings and Questioned Costs

For the Year Ended June 10. 201 l

Finding/ ComPliance

Condition 07-01 Accounting and Reporting System

During the performance ofour audit procedures the following
Exceptions were noted:

o The Municipality's accounting system provides only for the

recording of revenues, expenditures and other limited

transactions. In addition, the accounting records are not

integrated and do not provide for, a self balancing set of
accounts for each fund operated by the Municipality,
recording cash and other financial resources, together with
all related assets, liabilities and residual equities or
balances, and changes therein- Additionally, we noted that

certain records in use were not adequately maintained.

Accounting records do not provide for segregation between

expenditures and encumbrances
Accounting System-

We noted that the Municipality of Maricao is not keeping an

accounting system as required by General Accepted Accounting

Principles.

Cash Management time elapsing as required code of Federal

Regulation

FINDING NUMBER 1O-OT

During the performance ofour audit procedures the following
exceptions were noted:

o The Municipality's accounting system provides only for the

recording of revenues, expenditures and other limited

transactions. In addition, the accounting records are not

integrated and do not provide for, a self balancing set of
accounts for each fund operated by the Municipality,
recording cash and other financial resources' together with

all related assets, liabilities and residual equities or

balances, and changes therein. Additionally, we noted that

certain records in use were not adequately maintained'

Accounting records do not provide for segregation between

expenditures and encumbrances

Status

Still prevail

Still prevail

Corrected

Still prevail

57



l,

v

COMMOTMEALTE OF PUERTO RICO
MT,NICIPALTTY OF MARICAO

Schedule of Prior Year Findings and Questioned Costs
For the Year Ended June 10, 201 I

Program Finding/ Compliance

SBGP FII\DING hIUMBER 10-01! - Cash Management

The SBGP bank account maintained balance over program
regulation.

FINDING IIUMBER 10-03 - General Fund

The Municipality obtained funds from the Central Government and
included thim in Annual Budget, but at the time of receiving the Still prevails

funds they were deposited into Special Funds.

v
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