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INDEPEI{DENT AUDITOR'S REPORT

To the Honorable illayor and

ilembers of the Municipal Legislafure
Municlpality of lllaunabo, Puerto Rico

We have audited tr accompanying fnancid statemenb of he govemmenhl aclivilies, each maFr fund, atd trre 4grcgate
Emaining furd infomalbn of fe Municipality of Maunabo, Puerto Rico ([,funi*pality), as of and for [re fscal year ended June
30, 2010, wttbh ollectively comprise tn Municipdity's baic finarial statemenb a listed in tp table of conbnb. The6e
financial staiemenB are tle responsibility of tn Municipalit/s management. Our respnsibility b to exprcss oflnirns on hese
financial stabmenb based on our audit.

We conducted our audit in *mrdarce wih auditing sbndards generally accepted in fie United States of Amerir and fre
shndads applicaue h financial audib conhirlrd in Govemment Adithry fiaflafu, issued by te Comptmller General of fle
United Stabs. Ihose stadads require hat yue plan ard perform [E audil h obtdn reasonable assunmce about rvhetrer he
finilcial slabmenh arc fiee of mablial misstabment An audit includes examining, on a test basis, evilence supporling [e
amounb and discloeures in fie finarchl statemenb. An audit dso includes assessirp trc acounling pnm:iptes used and ffre
significart eslimabs mde by management as nell as evduating he orerall financid stalement pfeseotation. We betieve hat
our audil provides a rcasonable basb fur or opinbns.

As discussed in l{ob 4 to he financial sbbmenb, he futunkipality did mt have a omplete, updahd and accuraie accounting
recods of c@itd aseb in oder b obtain suffcient ild compebnt evftlential mathr rehhd b 0e Capitd Asseb rcported in fre
accompanying shbrent of net Gseb for $27,660,231, net of accumulabd Oepraiation of $7,343,969, and accordingly, tn
amount by wtti*t ttb depaturc uvouH afiect fle as6eb, net asseb and expenses of the gorcmmental activiths is not reasonauy
debrminable.

The Municipality dirl not maintsin adequate accounting reconls of he inbrfund cash transrtions and he corrcsponding drre from
and due to ecount bahnces. We ueG unable to obtain $ffcient evidence b support and satbfy ourselves about the arnounb
rccoded in he interfurd balances in fte amount of $1,585,866, recoded in eah maFr fund and fte aggregate remdning fund in
fre Balance Shee{ of tc govemmentd funds.

ln our opinion, because of tp effecb of the malter discussed in tp hitd paragraph, 0p finarrcial slatemnb rehred to
previously do not present faidy, in conformity wi8t accounlfuq principbs generally accepbd in lhe United States of Anrerica, he
financial position of [e gotlemmental activities of he Municipality as of June 30, 2010, or he changes in fnancial position,
hereof .br the year hen ended.

ln addition, in our opinion, except for tle balarces regarding he interfund transactions of each mairr fund and tre aggregate
remaining fund inbrrntion, as described in tp fourh paragraph, fie finarcial staleflEfib refened b above pesent ,ldrly, in all
materid respecb, the tespedive financial position of eeh majff fund, ard he aggregate remaining fund informatinn of trc
Municipality, as of June 30, 2010, and fp especlive chapes in fnarcid position hereof for he fiscal year hen ended in

onformity wih accounting principles gerrrally accepted in fe United Stdes of Amerix.

P.O. Bor gEl, PslE6r 8tr6ot, No.68 lUortb, Gueyoue,, P.B. Oo?AE
T6f. (ltr) a64.64eo . Far (747) a64.t6eo . oprpedroo@hotmrll.oou



INDEPENOENT AUDITOR'S REPORT (COtITItIUED)

ln accordance with Govemnart Auditing Standards, rrve have also issued our report datd ltilarch 18, 2011, on our conslleration

of the Munbipality's intemal confol over financial reporting and on our tesb of ib conpliance wih certain provisions of laws,

regulations, contracb, and grant agcemenb and other matbrs. The purpose of ttat report is to describe fie scope of our testirE

of intemal contol over finatcial reporting and compliance and he rcsulls of that lesting, and not to provide an opinion on the

intemal contd over financial reporting or on compliance. That lepo]t is an integral part of an audit performed in accordance witfl

Govemnent Auditing Sfandards and should be consirlered in assessing the results of our audit.

Accounting principles generally ecepted in he United States of Amerir requie fiat he managenents discussion and analysis

and the budgetary comparison infomati6n on pages 3 ttrcugh 11 and 46 ttrcugh 47 be pesenbd to supplement he bash
financial statemenb. Such inbrmatirm, although not a part of tE b6ic finaEial shtemenh, is lequircd by fe C'ovemmental

Accounting Standards Board, wtro considers it to be an essential part ol financial rcporting for placing tc bash finarcid
statemenb in an appopriab operationd, economh, or historir:al conte We have applbti certain limited procedues to ltle
requircd supplementary infomation in mdance wih aditing standards generally accepted in tp United States of Arnerica,

which onsisted of inquides of maneement about tr me8rods of prcpadng frc inbmetion and compadng trc infuimation for

consistency wih managements responses to our inquides, tte baic finarcial statemenb, and other knowledge we obtained

during our audit of the basic financial staterEnts. We do not expr€ss an opinion or govftle any assuEmce on he infurmation

because he limited pocedures do not provide us wih suffcient evidence to express an opinion or prcvide any asourance.

Our audit was conducted for fre purpose of forming opiniors on tte financial s{atemenb hat mllectively comprise tte
Municipalit/s finarrid shtemenb as a whole. Tte mmpanlrp schedule of expenditurcs of federal awards is prcsented for

purposes of additional analpb as requircd by U.S. Offce of tManagement ard Budget Cinular A-133, Atdh of Stafes, Locd
Govemnenb, and Ncrt Pnfit Orgarizdtxs, ad is also not a Equired palt of fte financial stdemenB. The schedule of

expenditures of fuderal awads is $le responsibility of management and yvas derived from and relab dirccUy to undedying

accounting and ofter mcords used to pGpale he fnancial siabmenb. The inbrmatim has been sutiec'le<t to te auditirB
prccedues applk# in the audit of fie finarrial sHemenb and ceftin additional prccedues, irrcluding comparing ard reconciling

such infumatirrn direcUy to fle undedyrng accounting and o&er rccods med b preparc he finarid slatemenB orhe financid

statements themselves, and ofrrer additional procedurcs in accordarrce wift auditing sladads generally accephd in he United

States of Amerha. ln our opinion, the inbrmalion is fairly stated in all matedal respecls in elation to he financial sialements as a

whole.

W-s.v252,
Pedm C. Ortiz Leddd CPA -
License Number 5200

Guayama, Pueno Rico

March 18, 2011

e'{85|{1,3



COM]iIOilWEAITH OF PUERTO RICO

MUilICIPALIW OF MAUMBO

MAi{AGEITEiIT'S DISCUSSION AiID AIIALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2(l1ll

Management of the Municipality of taunabo, Puerto Rico (Muniipality) prcvides his Managemenlb D3cussr,'irn and Analprb
(MD&A) to: (a) assist the reader in focrcing on significant financid issues, (b) prwide an ovelbw of he Municipdity's finarrcial
activity, (c) identify changes in he Municipalig's financial plan (ih ability to address he nert subseqrcnt year challenges), (d)

identity any material deviatircns from he financial plan (tn apprcved btdget), and (e) idenlity individual fund lssues or corrcems.

The Managenents Discussion and Analysis ('MD8A') is focused on [p curent year ac{ivities, resulting changes and cunently
known f*b; herefore, it should be read in conjurrtion wih [e Municipdffs Beic Financid Statemenb. This MD&A will
provide companable infuimalftm to fte readen wih 0n [funbipality's pfur yea finarcid slatemenb. Also, it can assisl leade15
to get role specific untterstarding of fn fnarrcial aclivities regadiry ffc Municipality's Bash Financial Stabmenb for Ule fiscd
year ended June 30, 2010.

FII{ANCIAL HIGHLIGHTS

Govemment-wlde:

The Municipalit/s Net Asseb for he year ended on June 30, 2010 ucre $12,420,21,l in comparison wih he fscal year 2009
whhh was S13,923,629, a $1,503,4.l8 decreased.

The Municipalitys Govemrnent Wire Finarrcial StatefiEnb shor hat govemmental alivities revenues were $13,666,741 for
the fiscal year ended June 30, 2010 in comparisofl wih he prbr fiscal year hat were $16,283,416, a decrease of $2,616,675 in
the govemmenhl activities revenrcs. Ttte diftrcnce is mainly caused in tn Operaling and Capitd Grarb ad Contibutions
and tre Generd Revenues that repoded $1,481,468 and $'1,094,330 espectiwly, less han fiscal year 200&2009.

The General Furd shorcd an excess of expendifurcs ova rcvenues of $535,577 duting 0r course of lhb par in comparison
wifr fiscal year 200&2009 hat shoved deficiency of evenues over expenditttrc anounting to $2,706,716. The curent year
revenues ryere not enor4h to comply wih Municipality's curent obligati:n.

The govemmental activities expenditure for tte cunent f6cal year nete $15,170,159 in mmparion wih he frscd year ended
June 30, 2009 tnt repoded expenditurcs of $18,761,44, a deseae over last fiscal yea of $3,591,270. Ite General Fund
total expenditres for frre cunent fiscal year showed a decreae ol $3,088,928 wih tle last yea/s expenditure balarce.

USIiIG THIS AT{ilUAL REPORT

This annual report consists of three componenb: 1) Management Discussion and Analysb (his section), 2) Basic Financid
Statemenb, and 3) Requied Supplerentary lnfomatbn.

OVERVIEW 0F THE BASIC FlilAilCliAt STATEiIEi{TS

This discussion ad analpb are intended to serve as an infodr.rction to he Municipality's financid slatemeab. The
Municipalit!/s bash financial statemenh omprise hree componenls: gorremment-wide fnarcial statements; fund financial
statements; and notes to the financial statemenb. This report also contairE other supplementary information in additbn to he
basic finareial statemenb themselves.



COi,IIIONWEALTH 0F PUERTO RrcO

'iIUNICIPALITY 

OF IiIAUMBO

MAITAGEMEilTS DFCUSSIOi{ AND A}IALYSIS (ComNUED!

FOR THE FISCAL YEAR ENDED JUNE il, MI(,

GOVERN]iIENT.WDE FINAICUAL STATEMENTS

The govemment-wide financid statemenb arc desigrrd to provide readers wih a broad overvierv of Un Municipality's finances,

in a manner similar to a privaFsector business.

The Statement of Net AsseB pesenb inbrmaton on all of he Municipality's *seb and liabilities, wih the differcnce betrrveen

tre two rcported as net asseb. Over lime, incrcases or decreases in net aseb may save as a useful indicator of wheher he
financial position of he Munhipality is impmving or debriorating.

The Statement of Activities presenb inbrma$on showirq lrcw te Municipdi$'s net ffieb changed dudng he mos{ recent

fiscd year. All changes in net mseb arc epo ed as soon a he undedying event giving rise to [le change occuts, egadless
of tre timing of he rclabd cash flows. Thus, revenues and expenses ate reported in his stabment for some items hat will

result in cash flovys in futurc fiscal pedods.

Botr of he govemmenfwile finarrcial sHements of Ute Municipality are pdrripaHy suppoded by hxes and inteqovemmental

revemps. The govemrcntd activities of ffre ilunkipality irrclude general govemrnent puHic sabty, public wo*s, culfute and

recreation, healh and saniHion, human seNiEs and vrelfarc, urban devebpment and edrcathn. Prcpedy taxes, municipal

license tax, shte and bderal granb finance mosl of hese ac{ivities.

FUND FIM}ICIAL STATEMEI{TS

A fund b a grouping of relabd acounb hat is used to maintain conbol over resources fnt hare been segregabd for specific

activities or obiectir/€s. The Munbipality, like otrer sm and local govemmenb, uses fund accounting to ensure and

demonsffie comdiance witr fnancerelated legal mquiemenb.

GOVERNI{EilTAL FU}IDS

The eniim Municipalit/s basic service are repotud in te govemmenbl funds, which bcrc in fur money flows into out ol hose
funds and he balarrces lefl at year€nd hd arc availdb fu frtfum spending. Consequen0y, the govemmenbl fund financid

statemenh povide a dehiled shod-tem view of he Munlipality gemral inbrmalim, general operatim and he basis servioe it
prcvides. GorremmenB fund inbrmalim helps determine whetpr hem ale mole or fei,ver financial resources hat can be

spent in the rear future b finarce he Munhipality's programs.

lhese funds are reporbd using modifed accrual basis of acounting, whir* rBasues cch ad all oher financial asseb hat
can redily be converted to cah. Under his method, re\renues arc recognized wtrn measurable and amilable. Expendifuie is

generally rccognized wien fre rclated fund liability is incured. I}is is he mamer in which ftese funds are nomally budgeted.

Since f|e govemmenH furd statemenb (cunent financid resources) a]e presented on a difiemnt measurement focus and

basls of aounting har govemmental-wile sEtemenb (btal economic resouoes), a rcconciliatlm of he difierences are

reflected on he page followirg each sbtenrenb. The flow of cunent financial rcsources will reffect bond $oceeds and inter-

fund fansfer as other fnarrcirg sources.xi well as capitd expendifurc ard bond pdncipal paymenb as expenditure. The

reconciliation will eliminab trese bamactirms ald incorporab the capital 6seb and long-tem obligalion (bonds and oher) into

the Govemmental Activities mlumn (in the Govemment-Wide Statemeflts).



COITIIOilWEALTH OF PUERTO RICO

MUTTICIPATITY OF IiAUMBO

MAi{AGEMET{TS DTSCUSSTOT{ At{D A]{ALYS|S (CO]{T|r{UED}

FOR THE FISCAL YEAR EIIDED JUNE 3{I, 2(,I(,

II{FRASIUCTURE ASSETS

Historically, a govemments laqest grcup of 6seb [inh6fuc{ue - roads, bddges, traffc s[nals, undeqround pipes (unless
assmiated wih a utility), etc.l have IEt been repoded nor depreciated in govemmenhl financid stabmenb. GASB Sffiments
Number 34 requires hat ft€ses assets be valued and rcported wihin te Govemmental olumn of fie Ciovemmentwide
Statemenb. Additionally, the govemment must elect b eitrer (a) depreciab hese asseb over their estimated useful lib or (b)
develop a system of asseb manag€ment designed b maintdn he sen be delivery potentid to near perpetuity. lf he
govemmental develops fn 6seb managemeflt sysbm ([e altemati're rnefud), whi$ pefudi:ally (at leas{ every hid year),
by caEgory, measures and demonsbates ib mainbnance of locally eshblbhed mndilim levels, tlc govemment may rccord all
expeMiturc incun€d (except for addilions and impovemenb which extend tle aset lib) in lieu of depeciation. Wtrile he
Munidpality has acquired an asset maragement systern which a) would allow tte eleclion h use he altemative meftods, ard
b) will prcvkle vatuable management inlbrmation, te tlunicipdity has elected to initially implement [e depreciation mefrcd,
and will monitor and consid€r, over time, a possible conversirn to tte altemative mebod.

CAPITAT ASSETS NVESTI{EilTS

The Munbipality's capilal 6seb additions anounted to $3,139,346 in he qrrent fscal par as compaed wih tle $5,107,581
hat wa added during frc pevious fiscal year. The depeciation expeflse rtr6 $979,480 hr fiscd year 200$2010. Tln capital
asseb at June 30, 2010 consisb mainly of land, machinery and equignent acquisifon, impovemenb, conshrtion of buiHings,
parks, roads, and otrcrs. Total lnvestnent in CapiH Asseb, net of related debt 'E 

117 ,677 ,231.

LOIIGTERI{ OEBT

At June 30, 20'10 ffp Municipality had a total ol $14,211,476 in general obligations ard o0prs oubtanding debb, as shown in
Table 6. Of his amount, $7,$50,000 comprises debt backed by fre full hih ad credit of [n gorremment and $6,261,476 are
other obligalions.

Table 6
Long Term Debb Amount

Generd obligations

Section 108 Guaranbed Loan

Othen

Total Long Term Debts

$ 7,950,000

2,833,000

3.428.476

$__1!211AtS

The Municipality is requircd to limit he amount of general obligalion debt to 1070 of he total assessment of property located
wihin he ftlunicipality in order for the bonds to be repaid wift tn proceeds of property taxes resfi(:ted for debt servirs. Ofter
obligalions include accrued vacatirn and sick baw and admrrces of ploperty bxes. Itrlore detaiH infomalion about ffre
Municipality's lotg-term liabilities is presented in [p notes to he fnarcial stabmenb. Ilrc Municipality continues to meet ib
financial needs 0trcugh pn dent use of ib revenues and crcative debt financing programs.



COIIiIOT{WEALTH OF PUERTO RICO

MUilICIPALITY OF iIAUMBO

MAMGEI EI{T'S DISCUSSIOI{ AID At{AtYSlS (Cot{Tlt{uED)

FOR THE FISCAL YEAR ENDED JUNE 3II, 2(li(l

FINAT{CIAL AI{ALYSIS OF THE GOVERiIIilEIIT AS A WHOLE

Summary of l{e[ Asseds

GOVERNiTENT.WIDE FIMNCIAL ANALYSIS

GOVERNI,IET{TAL iIET ASSETS

The net asseb ol tre Municipality have decreaed by $1,503,418 during tE curent fiscal year. The Municipality's net asseb

include investnenb in Cadtal Assef fo r $17 ,677 ,231 , net of rehtsd debt and oer $1 ,624,626 rcsti:ted for futuie expenses.

The Municipality's net asseb at the end of tre fiscal year ended on June 30, 2010 werc $12,420,211, as detailed on Tat{e 1 .

TaUo t
Statemert ol llet A$sE (in thoGan&)

Cuneflt and nondnent asseb

Capital 6sets

Tot l ks€t3

Cunent liabilities

Loog-tem liatilitbs

Total Liabilifio!

Net asseb:
lnvestrnent in capital assets, net of related

debt
Restkxed
Deficit

Total Nc( A$ets

2010

$ 4,008
27,660

31,668

5,037
14,211

19,21E

17,6n
1,625

(6,882)

I 12,1N

2009

$ 4,269
25,500

_23,?69-
3,633

12,212

15,845

16,200

3,481
(5,75n

I 13,92{

Nomal lmpactr

There are six basic (normal) Fansactions frat will afbct ffre comparability of Ule Net Asseb summary prcsentalion.

o Net Results of Aclivitles - This will impact (increase/decre*e) curent asseb and unrcsticted net asseb.

. Bonowlng for Capital- Itis will increase curent asseb and long-tem debls'

o Spending Boroupd Proceeds on New Capital - Ttris will reduce cunent asseb and incrcase capital

asseb. There is a second imp*t, an inoeae in invested in cagital asseb and an increase in related net

debt which will not charye fE invested in capihl asseb, net of debt.



COltlliOtlWEALTH 0F PUERTO RICO

!,lUt{lClPALlW OF IilAU}lABO

MA!{AGEMEilTS DSCUSSIOII AilD ANALYSIS (CO}tTltlUED}

FOR THE FISCAT YEAR ENDED JUNE 30, MI()

Normal lmpacts

. Spending of ilon.bonowed Cunent Assets on New Capibl - This will (a) educe curent asseb and

increase capitd aseb and (b) will redrce unesticted net asseb and increase invested in capitd asseb, net

of debt.

o Principal Payment on D'ebt - This will (a) redrce curent asseb and reduce long{erm and (b) redrce

uncstricted net asseb and increase invested in cafital cseb, net of debt.

' . Reduc{ion of Capital Assets through Depreciation - This will reduce capital asseb and invesbd in capital

asseb, net of debt.

Cunent Year lmPacts

The following schedule (as debiled on Table 2) presenb tp revenues ard expenses for the cwent fiscal yea.

Table 2
$at ment of Acffviti6 fin thousan&l

Rewoues
Operaling gratb and contributions

C4*H granb ad contributions

Generd revenues:

Properly ad Sdes taxes

Volurne of bGiness taxes

Licem6 and permib

lntergorremmetrhl

Charges for services

Oher Generd revenuB

Total rewnues

Expenses
Mayor ad Munkipal Legislature

Public safety
Public wotts
Healh ad saitalion
Culture ad recraatbn
Human services and welfare

Urbd det/elopmenl

Education

lnterest oo long-tem debts

Total expenses

Changes in net asseb
Net asseb - beginning, as testaled

Net as3€$ - onding

15,170 18,761

(1,503) 12.478l,13,923 16,402

I fi,4m I 13,92{

2010

$ 2,146
2,745

1,843

156
't95

5,590

753
239

2txt9

$ 1,812

4,s61

1,686
199

1,663

5,53{)

793
39

13,667

3,656

658

3,090
2,4il

636

1,236

2,318

908
214

16,283

4,058

787

5,004
1,U4

868

2,680

3,ilz
474

u4



COMMONWEALTH OF PUERTO RICO

IrlUtllClPALlTY 0F ]{AUilABO

MAITAGE ilEMTS DlsCUS{ilO}t A}lD AMI-YSIS (CoilTrilUED}

FOR THE FISCAL YEAR ENDED JUiIE 3II, 2ll1(l

Normal lmpacb

There are some impacts on revenues and expenses as reflected below.

Revenues:

. Economic Condi0on - whhh can reffect a declining, stabh or grcwing economic envionnrent and has
subshntial impact on prcperty and wlume lax Evenues as rvell as publh spending hatits br building pemib,
elective user fees and volumes of onsumptirn.

. Consbucfion Permitr - decrcaed due to fle red$tion of fie constuctirm activity in flre Municipality.

o Federal Granb and Cotttibutlons - deceased mainly drc h [te reduc{ion of State and Federal
Govemmenb contibuliom to fle Municipality.

Expenses:

o lntroduclion of l{er Prognms - wihin tle functbnd expenses categodes indivftlual programs may be
added or deleted h meet changing community needs.

. lncreasdlhcrease in Autrodzed Personnel - changes in selir demand may cause he Municipdity to
increase/decrcme auttrodzed staffing. Stafrng cost (salary and rclabd benefib) rcprcsent approximately 60%
of he Muniipalit/s operatirU cost in the General Fund.

. Salary lncrease (cost of livlng, merit and market adJustnents) - tn ability to atfact and ptain human
and intellectual resources rcquircs the Municipality b stirre to apprcach a compelitiw sdary range position in
the mafteQlae.

o lnllaton - wttib orrerall inflation appean to be reasonably modest he Municipdity is a mairr consumer of
certain commodities srch as chemlxl and supplies, fuels and pads. Some functions may experience unusual
commodity specific increases.



COITIiIONWEALTH 0F n ERTO RICO

iIIJilICIPALITY OF ]TIAUilABO

MAITAGEiIENTS DISCUSSION AND AMLYSIS (COTAilUED)

FOR THE FISCAL YEAR EI{DED JUi{E 30, Ml(l

FIilA}GIAL A}IALYSIS OF THE MUt{ICIPALITY'S FUNDS

The Municipality uses fund accouniing to ensure and demonstate compliance wih related l€gal ald conbacfual tequiremenb.

Tablo 3
Balanca Sh6ot (in thousan&)

Asseb:
Told asseb - Mdot Funds

Total asseb - o$er Funds

Comtined total asseb

Liatilities:
Total liatilitiec - Maix Funds

Total lidiliti€s - Ohe. Funds

Combined totC lidilities

Fund Balaoces:
Reserved - Mair Funds

Reseryed - Oher Funds

Uneserved - Mtlix Funds

Combined total fund bahlces

Tot l liabilid€. ard tund belancot

ml0

$ 3,322

2,272

5,594

4,741
1,fiz

6,623

1,349
390

(2,7ffi1

(1,029)

3 5,50.

20(19

$ 4,333

1,739

6,072

3,878
1,085

1,963

2,6%
909

12,4941

1,109

I 6,072

Table tl
Chame in Fund Balatceg fin howandsl

RevBnues:

Total re,renues - Mior Funds

Tobl reveflu$ - Oher Funds

Combined total revenues

Expendiures:
Tohl expenditutes - M4ff Funds

Total expendifures - Oher Funds

Combined totd expenditures

Oher financing sources (uses):

Proceed ftom issuace of boflds

Transbr - ln

Transfut - Ottt

Net cianges in fund balance

Fund Baldce - beginning, as r6tated

Fund Balance - ending

m{0

$ 9,158
4,509

13,667

11,997
5,657

17,654

1,850

323
(323)

axlg

$ 10,023
6,582

16,605

17,lfi
5,736

23,486

270
(2701

Comtined oher financing sources (uses), net 1,850

(2.1371 (6,881)

1,109 7,990

t (t,o28l I I,loe



CO}IiIOI{U'EALTH OF PUERTO RICO

IilUNICIPALITY OF l{AUi{ABO

MANAGEMET{T',S DISCUSSION Al{D AiIALYSIS (C0t{TliluED)

FOR THE FISCAL YEAR EilDED JUTIE 3{I, 2(li(l

GOVERIIiIET{T FUNDS

The Municipality's Govemmental Funds informaton is useful in assessirp tre Municipdity's fuancial requirenenb. At the end

of the fscai year any resource available for spending should be mequred by trc utesennd fund balance. ln the cunent fiscal

yeaC the Municipality's Govemmentd Funds reptud an ending defcit of $1,028,544 as compaed to tp $1,109,057 balance

ior tre prilr year. Thlre arc reservations of Fund Balarrce up lo $1,739,239 a decrease of $1 ,609,532 over last fiscal year.

This Reserve Fund Balance is committed to cover bdances show a follows:

o $114,613 is reserved to cover purchae oder placed

o $1,026,948 is to pay Debt Service Fund

o $597,678 is rcsencd for he Consfr*tion Loans Fund ard for other C,ovemmentd purposes.

The Municipalit/s Govemnrenbl Furds include tre Generd Fund, which is he M4)r operation Fund of the Municipality and as

of June S0, 20i0, it showed a deficit of $2,653,170 net of tre reserued arnounb for specific pulpooes. This delicit was caused

by he excess of expendifues over revenues during he pal years.

General Fund Budgdary Hlghlighb:

The Budgetary Comparison $hedule br budgeted and actial amounb from General Fund is prcsented in the Municipality's

Basic Filanda Shbnrent These schedules strow tre original adopH btidget, 0p final revised budget, acbal rcsulh, and

variarces between final and 4tud budgebd amornb hr tB General Fund. An original hdget is pesented by the Mapr and

approved by he Municipalit/s Legislative Body in ar odinary session, but it may be revised for varius Easons and

circumstances, or drr to umnticipated budgeted issues trat arise during fire rnrmal course of $e frcal year.

Economic Fac'tor and l{ext Yea/s Budge6

The Municipality relies primarily on lnbrgovemmental Revenues as r,ell a Federal Financhl Assistance to cary out the

Govemmeild Activities. Hisbically, these anounb have been predir:table h every fiscd year, pmvlling he Municipality with

yeady incrcases. Federal Financial Assisbrce may vary if new granb are available, but revenue is also predidable.

Local, national and intemational economics faclors may influence the Municipdit/s erenues, positively or negatively. Positive

economic groty is cofielabd witr irrcreaed revenres fiom prcperty taxes, vdume of btsiness bx, charyes br servbes, as well

as State and Federal Granb. ln a locd economy, fB gloutfi may be monibted by a variety of indi:abs srch as empbyment

grcnr&, unemployment new construclions, assessed valuation, ard other Grrenues.

All hese hc{os will be considered when prcparing he budget for tre year ending on June 30, 2010, as well as the increases in

propedy and rrolurne ol business tax rates hat will be in effect for hat fiscal year.

'10
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COTIOilWEALTH OF PUERTO RICO

TUMCFATJTY OF XAU]IASO

STATEIETI OF I{Et ASSEE

Jum 30, 2010

Govcmmnhl
ActYldci

ASSEIS:

Cash

Ca$ wih Fiscd Agent

Receivabhs (net):

Property T

Sal€s Tar

lntsEovemmenE

Federd Gratb

Ohers

Ceitd Ass€G:

Lad, wo* o, fub, ad Conshrclbn in PmgE€s

Otler C4iH Asse6, l{et d oeprBddion

Tobl Capihl Asseb

TOTAL ASSETS

I,JABILITIES:

Bafi Olerdrd

Accounts Payable ad Accrued apeoses

Acrued lnbf?d

oue b Gor,emmenE Units

DepoJb ad Re&*lqes

tldbned Re€ntE:

Vofume of Buiness Tax

Federd Gralb

Long-Tsm Ljab{ilies:

Dta wit, n One Ye,
Due in iro€ har One Yea

Tdl tJlHli0..

ilET ASSEIS

hvesH in CapiH Aaseb, tlet ol Related Debt

Resti:ted bc
oebt Service

Otlers Purposes

Unrestiled (Mcit)

Tobl l{d&3rtt

t 2u,9?2.

2,633,964

31,033

ffi,247

433,510

566,154

1,840

/t,m8,476

13,863263

13,790,968

27,ffinl
31,668,70

x4lfi
z382'l33

114,099

727,U4

879,148

148,953

500,393

793,m
13,417,609

r9218,490

fi,6n,nl

1,026,948

597,678

(6,881,646)

I nlmfil

12

See ffinpaoyr8 tldes b 86ic Finarcif S@nglb.



COIf,OIIIIEAI.IH OF PUERTO RICO

N'NEIPALIrY OF TAUMBO

STATEMM OF ACTMIIES

FOR THE FISCAL YEAR ENDED JUI{E 30, 2O1O

Erpensct

Char!63

br Sawice

Oc.ratlu Capital

Granband Grartand iht (ExPcncc)

Contlhrdont Contlh|donr Rev.nu.

Govenrncnlel Actvl0ca:

Mapr and ftfuniciPd Legislature

Gsnerd Govsmrnent

Puuic Salety

Public Works

Culuo ad Recredin

Hadh ld Sanitaibo

Hum*t Seflixc and WB[Ele

Urbat DewlognPnt

Educatin

lntersst m Long-Tsm Dobl

Iel GoY.mmor$.| ActMtb. I r5,t70,150 | 7n7{4 I 2,140'050 a \715,112

Gensral Rev€oues:

Taxes:

PmDarty, l€vi€d for Generd FtrPos€s

ftopedy, lovkd fur D€bt Sswices

Volume of Business

Sdes, lsvird hr Sp€dal Puryos€s

Sal€s, levbd fo. DeU Sdvi:es

lnblgorfirr€nH
Rent

Lipoces ad Pemits

Miscdl €ous

Totd Gsnerd Rer,/3nu€8

C}IAI{GE IiI iIET ASSETS

Net Asseb - Beginning of Year - Reslded (Note '14)

NET ASSEIS . ENO OF YEAR

302,473

3,353,536

658,461

3,0s0,100

635,521

2,451,331

1,230,051

2,317,692

907,663

214,331

i (302,473)

(3,353,536)

(611,12n.

(3,071,704

(63s,521)

(918,211)

(632,02n

4n,4m

1211,7401

(211,331)

o52EJ50l

152,741

47,3U

18,393

783,376

604,024

692,923

2,745,112

8m,572

287,915

156,324

390,340

338,,l55

5,589,589

6,673

195,110

?3,2,157

8,022,835

(t,sG,tlEl

13,923,629

I n1m,211

See accompanying Notes to Basic Fin rcid Sh emenb'
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COTIOI{WEAI.IH OF PUERTO BCO

IUTIICNPAITY Of IAUMEO

BAI.AXCE SIIEET. GOVEN IEITTAL FUI{OS

June I, Al0

G€o€nl

Fund

Comtt&tloo

Locn3

Fmd

tH
Saflic!
Fulld

Iunhlgrl
Hoapit{

Furd

Otur fot.l
Gorcnma0tJ Govammeflhl

Fund3 Fund

ASSEIS:

Cash

C6h wih Fiscal &ent
Rec€ivaues:

Property Tax

Sales Tar

lnteeo/emrleobl
.FederalGrants

Du€ liom Oh€I FunG

Otlers

Tdl A$€tr

LJAEIIJNES AM' FUilD BALAI{CES:

Liatililies:

Sank Ovsdr3t

Accoonb Payabh ard Acqued Expense Littdifes

EonG ard Noles Payabh

Acarusd lnht€st

Due b Go,ffvneotsl Unib

oue b oh€r Fun&

thpcib afl, Retainages

D€ffi ReYeoue:

VduI€ d Busir6s Tax

Fed€ralGnnb

Tobl Lhulitiss

Furd Balanc6:

R€sen € For

Enambrances

D€t[ Ssvice

Oth€r Putpo66

Unres€w€d (Mcit)

Tolal Furd Bahnces

TOTAT LN8IJIIES AI'IT FUI{O BALAT'CES

-t
816,3m 662,589 1,126,508

31,833

6.U1

30,965 t 219.957 S

N,S7

33.403

234,399

566,151

1,'t59,Of9

2N,94
2,633,9e1

31,833

@,217

133.5't6

566,151

1,5E5,866

't,840

199,117

4?6,211

1,&10

I 121135t t 60a,5e 3 r,r05,rE5 t A,@ I 2,,i21,, 5,59rfl2

2U,1fi
1,0't7,6@

127,U1

918,920

118,913

4il,825

1m,om
g,n7

107,:1

1n,w

337,599

75,ffi2

saa,ou

121,323

500.393

2U,lfi
2,X2,133

1m,000

11,1,099

727,U4

1,505,866

879,14E

148,953

500,393

3,897,527 1$,825 1*,/37 2g,W 1,82,215 6.622,886

1'1,1,613

(2,767,783\

N7,16t

1,026,948

- 114,613

- t,026,918

389.914 597,678

12.767.7831

{2.653.t70) N1,7U 1,fr26.918 389,914 (r,028,51,1)

t r2{4,ar t 662,s4 t l,l85,t8s t ?30,0E2 r

t4

S€o acc[rnpanyiq tldss lo Basic Finatcid Slatem€.b.

utiua I 150+312



COXIOI'ffiALIH OF PUERTO RICO

XUilTPAUTY Of MUilA8O

STAIEIEm oF REvE]lUEs, ExPE].txIUREs, Al{D ctlAtGEs lll FUIID B^I.^tlcE . GoVERIIEI{TAL Fu]tos

FOR IHE FISCAL YEAR E]IOED JUIIE T, MIO

G€r6nl

Fund

Conatucdo0

Loa|.
Fulld

Dd
SerYica

Fund

Iunidp.l
Hor9ftf

Frnd

Oir.r TotJ

GowrnHtt GovamnH[al

FoGdt Fundl

REVEiIUES

Prop€tly Taxes

Sales Ta
vdune d Busin€ss Taxes

Federd Assirtdlc€s

lnlggo\rgnm€ntd

Chag€a hr S€rvic€s

Licsrs€s and Pfinits

R€flt

Miscellanecis

Tobl Raiglu€s

trEilUIURES

Cunst
Mryr an MuniJpal Legtsl tte

Gdlerd Gorsnfis{
Publt Sdoly

Pubtc Wffc
CultulB and R€crElin

Hsd$ ad SaniHrm

Humar S€rvirs ad Wdfre

Udan Dgrclop.n€nt

Educdcn

Debt SsviP:
Pincipd

lnBesi ad Oth€t CtEtg€s

Tel APs{iht{es

Erc€ss (d€fici q) ol la,enues o,et (!nd€r)

expqtdihtr€s

oIl{ER FrilAiclilc souRcEs (usEs}

Prcceed d BmG

Trangf€rs - ln

Transf€rs - OtJt

Tod Ofis Financilp Sot rc€s ad Uses

Nel ChaEe in Fund BdaE€s

Fund Bahnce - Beghning 6 Reslated

$ 826.572

156,321

5,589,589

't95, t10

6,673

?,1,87

6,995,6$

287,9'15 $

338,155 390,310

2.503,426

,,*.7

$ 1,114,{87

tN,1S
156,324

2, ,4X
7,9m,021

752,741

195,110

6,673

21o,$1

2',t4,331

1't,w,uz

783,376

752,141

19,121

626,070 1,536,1m 4,508,916 13,666,741

112,4W

3,',16,.,727

119,2C5

2,667,78

578,881

649,072

517,7i}l}

r91.15/

4,829

1,891,7(E

112,495

- I,ms 3,182,621

- 466,502 585,707

- 10,005 z,ffii ,7v
578,881

1,7U,541 2,383,619

- 649,520 1,16t,253

- 3,565,:113 5,457,038

- 713,56 $7,663

- 't67,0q) 367,000200,0m

138,469 75,62

8,027,990 1,896,534 338,169 1J31,517 5,656,793

(323,183)

496,017 1,030,0m

(1,032,391) (1,896,534) 287,fi1

820,000 1,030,000

(198,124 (.147,e,,.71 (3,987,601)

1,850.000

1%,127 12t,7fi 34.183
(323,183)

190,427 12t,7fi r,850,000

r$ssm (866.534) 2g7,il1 (1,023,090 (2.137.m1)

(2,'fl7,593) ',1,071,m 73p,!11 - 1,113,ffi 1,100,057

Fund Bd.0cs. - Endlng 3 X7,76a t r,026,9t t t 3E9,9i1 3 (1,028,5aa1

-+



COililOI{WEATT?{ OF PUERTO RICO

MUNICIPAI.ITY OF'ilAUMBO

RECONCILIATIOil OF ITIE GOI/ERT{fTEi{TAL FUilDS BALAI{CE SHEET
TO THE STATEI{EIT OF ilET ASSETS

FOR THE FISCAL YEAR EIIDED JUilE 3II, 2(l1ll

Tohl Fund Balances - Goyemmenhl Funds

Amounb eported for Govemmental Activities in the StabrBnt of Net Asseb arc difuient became:

Capital Asseb used in govemmental activities arc not fnancial resoumes and therebre arc
not reponed in he funds. ln 0e curent pedod, these amounb arc:

$ 13,863,263

12,W2,U6
8,238,091

0.343.969)

I (r,028,s44)

27,6ffi,231

fl4.211.476\

$12,mfi7

Non Deprcciable Capital Assets............
Depreciable Capihl Asseb...................
lnftastucfure Asseb
Accumulated Depeciation.-....................

Total Capital Asseb

Some liabilities are not due and payaHe in fie cunent period and herebre are not repoded
in fte funds. Those liabilfies consist of

Generd Bonds and Notes Payabb .......

Compensded Ahences........................

Seclion 108 Guaranbed 1oan.......................

LIMS Repayrnent Ptan............,................

CRIM Setternent...
Stab Depaffnent of Labor- debt agreement............................................
State Retirernent System Administalior debt agreement.......................

Total Long-Tem 1iabi|ities.....................

Total Nd Asse6 of Govemmental Ac{ivifier........-----.-.

7,950,000
1,582,478
1,2N,623
2,833,000

't4,695

33,762
43,915

473.003

16

See accompanying Noles to Basic Financial Statements.



COl'lt{OtIWEAtTH OF PUERTO RICO

MUilrcPAUTY OF IilAUI{ABO

RECO}ICILIATOil OF THE STATEI{EiIT OF RR/EUES' EXPENDMJRES' AND CHA}IGES

IN FUND BALANCE OF THE GOVERilMEilTAt FUiIDS TO ITIE STATETEI{T OF ACTIVITIES

FOR THE FISCAL YEAR ETIDED JUilE M, fi(,

Net Change in Fund Balances - Total Govemmenhl

Amounts reported for Ciovemmental Activities in tlp Statement of Aclivities

are differcnt because:

Govemmental furds repolt capital outlays i6 expendifuIes. Houcver, in he Statement of

Activities tre ost of tiose ases is allocaeO orrer their estimaled useful lives and reporH

as deprcciation expense. ln the cunent pedod, hese amounb ae:

Urban Developmentand Cafltalouday. $ 3,139,346

Depeciation Expense........'.............'.... {979'4801

Excess of Capital Outlay over Depreciation Expense............"""""'

Bonds prcceeds provkie curent financial resources to govemmentd funds, but issuing

Debt increases 6rg- term liatrilities in tre Statement of Net Asseb. ln tte cunent year tlre

proceeds rcceived werc.................. .........

Repayment of debt proceeds pdncipal is expenditure in the govemmenhl funds, but he tepayrnent

reAuces tong-ferm Liabilitiet in tre Statement of Net Asseb' ln the cuner[ year the

,epaymenb uele. ..

Some expenses reported in tre Statement of Activities do not requirc 0c use of cunent

financiai resources and therefoe are not rcprted as expendifures in govemmental funds'

These ac{ivities consbt ot

lncrease in Compersated Akences........... ... (52,19)

Decrcase in Ploperty Tax Debt- Law42. 25'754

D'ecre6e in Treasury Deparfnent........ 18,921

Decreae in Lllt S Repayrent P|an ....... 9,103

Decrece in State Departnent of Labor- Debt Agreement.......'.'.....'."" (43 915)

Totd Addithnal Expenditurcs....'..'..........

Change in Nd Assets of Govemmental Activitlea..........,'

$ (2,137,fl'r)

2,159,866

(1,850,000)

367,000

(42.683)

lll,liot41l)

17

See accompanying l,lotes b Basic Financial StateflBnts.



COiIITIONWEALTH 0F PUERTO RICO

]TUNICIPATITY OF TAUMBO

NOTE TO THE BASIC FINA'{CIAL STATEIIE}ITS

FOR THE FISCAL YEAR EilDED JUNE 30, 2(,|O

NOTE I - SUTI{ARY OF SIG}IIFICAI{T ACCOUT{TII{G P()LICIES

The Munidpality of ilaunabo, Puerb Rico (Munidpal$ was hunded in the yea 1799, and operates as a local govemmental

unit of the Commonyrealh of Puerto Rho, urder he Law Number 8l of Argust 30, 199'1, known a "Autonomy Municipalities

Law of $e Commonwealh of Puerh Rico'. The gorcmmenhl system of he Municipality is composed ot tlle execulive and
legislaWe bodbs. The l4ayor is Ure Chief Executive Officet and is ehcted every four pals in he generd eleclions of fire
Commonwedtr of Puerb Rico. The legislatfue body onsisb of 12 Legislatos abo ebctsd in he generd electbns of Puerto
Rico for a four-year perM. Tle General Justi:e Court System of tlle Commonwealft, which ha jurisdiction over tfre
Municipality, exeaises the judiciary porvet.

The Municipality assuncs responsitrility for prcviding servies to ib citizem rclated to public housing, uelfae, public safety,
heallh, sanitation, edrcation, culture, rccreation, urtan and economic dewlopment, and many other generd and administatirre
duties.

The accounting plicies of he Municipality conbm b accounting pdrciples generdly accepted in he United States of Amedca
a applicable to govemmenhl unib. The following is a summary of fe more signifcant policies.

The accompanying bash financial stabmenb of he Municipality have been prcpated in onbmity witt mcounling pdnciples
generally accepbd in Up Unibd States of tune*:a (GAAP) as pcscribed by he C"ovemmenbl Accountirg Standants Boad
(GASB). The GASB is he standar+setling body for govemmental acountiry atd finarcid rcpoiling. The GASB pefudically
upd&s ib codificatbn of he existirB C'ovemrnnH Accounling and Financid Repoding Standads wtrich, along witr
subsequent GASB pronouncefiEnb (Statemenb ard lnterprelalions) constitutes GMP for govemmenH unib.

ln June 1999, GASB issued Shtement No.34, Mb Filtilcial fidments - ad Manganentb Drsarssbn and Andysb - for
Stde and Locd Govemmerts (GASB llo. 3l). This stderBnt eshblished new finarrcial rcpoiling rcquiremenb for shte and
local govemmenb. On July 1, 2002, tE Municipality adopted tn poGions of GASB No. 3r4 as well as other stabments
refened to below.

The accompanying basic financial staterenb flesent Ule financid positim and 0n results of operalions of he Municipdity and
ib vadous furds and fund types. The baic finarrid statercnls arc presented as of June 30, 20 1 0, and for he fscd year tren
ended. The moe significant of hese accounting policies am descdbed belo{v and, wlete appropdate, subsequent
pronourcemenb will be rebrenced.

Accoding lo the new financial rcportirg rnodel established by GASB No. 34, the minimum rcquired fnancial shbment
presenhton applicable to he Munft*pality b compsed of he following elemenb: (1) govemrnent-wide fnancial statemenb
(GWFS), (2) govemrnental fund financial sbbmenb (GFFS), (3) nobs to basic fnarrid s{atements, and (4) required

supplementary infomalion (RSl).

The rcquired supplementary informaton, wtlich consisb of a management discussion ad analysis (MD8A), is infomatbn
presented along witr, but separate ftom, te Municipality's basic financial statemenb. The Mo&A is a nanative report hai
intrcduces he acompatying basic financid sHerBnb and prcvlles an analytical overvbw of he Municipality's linancial
activities for the yea ended June 30, 2010, based on fie ttlunicipalit/s knowledge of lhe transaclions, events and conditiors
refrected in the basic fnarcid stabmenh. The MD&A also highlighb certain key fscal pollies that onlrol te Municipallt/s
operalions.
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COI{MOI{U'EALTH OF PUERTO RICO

MUI{ICIPAIJTY 0F }IAUNABO

iloTES TO THE BASIC FIi{ANCIAL STATEiiEilTS (C0I{TI}IUED)

FOR THE FISCAL YEAR EI{DED JUilE 3II, 2(l1ll

NOTE I - SUifitARY OF SlGt{lFlcAt{T ACCOUi{rlNc PoLICIES (Coi{TINUEDI

As p|Eviously mentiorpd, on July 1, 2002, oher shtemenb and. interpretations ryrc- also adopted- ]n oniunclion and

simuttaneousiy wih GASB No. 34. Itrose statemenb and inErpretations are: (l) GASB Sbbment No.33 - Axutnting md

Finatcid R$odi4g fot lloloxdtilge lransactons, (2) GASB SHement ih. 37 - kb Finarcid Slalemenls - ard

Umagenenis D,irsspn ald Andq:a - fot Stde mt Locd Gwemnatls.' Ornn,rDus, (3) GASB Statement No. 38 - Cerlain

Finil.f;iat Stdenentiroto pisclosurgs and (4) GASB lnbrprelalion No. 6 - Reorgnd,on nd Meaauremed ol Ceftain Liabilities

aN ExpendiMr in Govemrwtd Fwtd Finarcial Statetwrts.

GASB No. 34 also required hat tE accountirE for all govemmentd activflies eporbd in he GWFS be based on applic$le

prcnouncemenb issged by trc Financial Accountiry Shndads Bo-atd (FASB) ald its predecessor bodies, srch as the

iccounting prirrciples Board (APB), issued on or behrc November 30, 1989, prcviled fiose ponouncemenb do not mnflict

*iUr or .oir.Oirt'elSB proniuncernenS Accodirgly, in conjurctinn and simultarcously wift he adoption of GASB No' 34,

he Municipalrty al56 aAoieC fre ffto*ng ponouncemenb: (1) APB O$nion No . N - Acaunling AwEes' (2) APB Opinion

Ho. Zl - inte,tsf on Racerva6les ffid Payfiles, (3) FASB Shtement ltlo. 5 - Accountitg for Cottinpncies ard (4) FASB

Statement No. i6 - pnor Period Adiustnents. Ttre Muniripality ha elecbd to not apply all statemenb and inbrprehtions

issued by FASB affer November 30, 1989.

A Financial Reporting Entfi

The accompanyirp basic finarcial statemenb include all departnenb and oryanizalixs unib whose funds are under he

custody and co'ntml of tre Municipalig. ln evaluating the lr,lunicipality as a repoding entity, maEgement has addrcssed all he
potentiil comporent unib. The decbbn to include a pobntial omponent unit in tle reporting enlity was made by applying te
provisions of GASBS No. 14.

The basic criteria br inchding a potential component unit wihin tn reporting entity is if potential componenl unib am financidly

accountable and oher organizatios for which fp nature and significarce of teir eldionship wih fn entity arc such that

exclusion lrculd cause feMunicipalil/s fnancial statemenb h be mbleading or incomplete' Ihe GASB has set fotfi cdteria to

be considered in determining financial accounhbility. nese cribria include appotntirB a voting maiority of an organization's

goveming body and (1) ability of he Municipality h impse ib will oo frd organzalim or (2) urc potentid for he organization to

[rovide specific financial benefib to, or impose specifc fnancial budens on flg Municipality.

The relalive imporlance of each criterion must be evaluabd in light of specific circumstarrces in oder to detemine whbh

componenb units arc to be included as part of he reporfing entity. Our specific evalualions of !9 gttbda applbable to he

Municipality indicate no orgarizations meet the cdteria b be included as component unib. Accodingly, these basic financial

statements present only fre lvlunicipality a he reporting entity.

These financial slatemenb present the rcspective financial psfion of he govemmental activilies, each maFr fund, and tp
aggregate remaining fun<l infomatim ofthe Municipality, as of June 30, 2010, and trE respective changes in financial position,

wherc applirxble, theeof for fre fiscal year fpn ended.
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COiIIilOT{YYEALTH OF PUERTO RICO

MUNICIPALITY OF I{AUMBO

iloTEs To THE BASTC FINAilCIAL STATEIIIEIITS (CoNTINUED)

FOR THE FISCAL YEAR ENDED JUIE 30, 2OI(,

NOTE I - SUMtIARY OF SGNIFICANT ACCoUI{TING POLICIES (Cot{TlilUED)

B. Itleasurement Focus and Basis of Accounting

Govemment-Wide Financial Statementg

The govemment-wide financial stabmenb (tE Statement of Net Asseb and tre Stdement of Aclivities) are repoiled using tr
econ-omic resources me6urcrnent bcus and tre mrud breis of accountirg. Revenue is recoded when eamed and expenses

are recorded urten a liatility is ircured, regardless of te timing of related cash florvs. Grant and simila. ibms ate recognized

as revenue as soon c all el(ibility equilemenb have been met.

Govemmental Fund Financial Statemenb

The govemmental fund finarcial sfatemenb are reported using the curent financial resources measulement focus and lhe

modiied accrual basis ol accounting. Revenues are recoded wten susceptible h accrud; 6 soon as it is both measurable and

available. "Arrailable' means colbclible witrin Ure curent pedod or soon enough teteafter, nqmally wfiin sixty (60) days, to be

used to pay lia6lities of the cumnt perir. Expenditules ale generally recognized ,flhen he rclated lidility is incured.

The excedion to ttris general rub is fre prirrcipd and inteest on general obligatim long-tem debt and compensated absences,

if any, are ecognized when due.

ln applying tE 'susceptible to accruaf concept to inbqovemmenlal revenues (hderal granb) puEuant b GASBS No. 33,

lmunni al fnatid RfPon@ br llmex$ape ftasacfors (fre Munhipality may act 6 eiter povida or rccipien0, he
pmviOer sitroup recognize liabilities and expenses and tn recipient_should ecognize ,t eifblo and revenue wften the

ipplicable eligibility requiremenb ircludirg time rcquiremenb, are m9t Resources hansn$tted bebte [e eligibility rcquiemenb

are met shou6, under most circumslances, be rcported as dvances by fte povirer and defercd revenue by ffn recipient.

There a1p essenthlly tno types ot Evenue. For some granb, funds must be expended by he Municipality on the specifc

purpose or poirt behre any amounb will be reimbused. Revenue is, freehre, recognized as expenditures ate incured to

ihe extent available. For fire other revenue, moneys a]e viltually unresfhhd and ate geneclly revocable only for failue to

comply witr prescribed compliance requimmenb. Jtese resources arc refecbd iB levenue at tp time of receipt or earlier if

the susceptible to accrual criteria is met.

Expendibres are generally recorded when a liability is incured, as under accrual accounting. ttlodifcations b lhe accrual basis

of accounting include frc blloring:

* Employee's vesled annual vacalion and sick leave is recoded as expenditure lvhen utilized. The amount of mcumulated

annuai vacation and sick leave unpaid at June 3O, 2010, has been ,eported only in the govemment-wide finarcial

statemenb.

C. Financial Statement Pres€ntation

The baic financial shlemenh include boh govemment-wlle (b6ed on fn illunicipality as a whole) and fund financial

statements. While tre previots financial rcpoding model emphasized furd types (tE totd of all funds of a particular type), in he

new financid model f|g focrs is on eifBr Ure [funhipdity ai a whob, or maix indiv6ual funds (wihin tp basic financial

statemenb). Bofr te govemment-wile and fund finamid statenenb (wihin te basic financial sffimenb) categorize primary

activities as either govemmentd or bwiness type.
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Co[t]iloilWEAtIH 0F PUERTO RICO

trtUillClPALlTY OF MAUXABO

itoTEs To THE BASIC FIilANCIAL STATEfilEI{TS (CotfllilUED)

FOR THE FISCAT YEAR Ei{DED JUT{E 30, 2O1(l

NOTE 1 - SUMITARY 0F SGNIFICAi{T ACCOUT{TlilG POLICIES (COt{Tlt{UED)

C. Financial Statement Presenhtion (Continued)

Govemment-tlUide Financlal Statements

The govemment-wile fnancid shbmenb (tc Statement of Net Asseb ad he Statement of Activitks) eport informalion of all

ttre itivities of gre Munkipality. For moot pat, trE eftct of inHfund activity has been removed from hese gorremment-wide

financial slatefiEnb. Govemmental acliviths, which nomdly are supporbd by taxes and intergovemmentd rcvenues, are

reported separably from hrsnes$type actfuities, whi$ rely b a significant extent on fees and charges for support.

The focus of tp Shtement of Net Asseb is designed to be similar b botbm line resulb for he Municipality and ib
govemmental activities. nb sbternent, br he firs1 time, combines arid consolirates govemmenbl fund's curent financial

resources (short-term expendatle resources)wih capitd asseb and long-term obligatkms.

The Staiement of l,let Asseb presenb tle reporting entities' asseb and liabilities, witt tte difurence reported as net asseb. Net

asseb are rePolted in $rce categories:

* lnvested in Caoihl Asseis. iht of Related Deh - These mnsisb of capitd assets, rnt of accumulated degreciatirn and

amorttrato.t, and educed by ouHanding Marces fur bonds, notes, and otnr debt hat an atbibuted b tle acqubition,

construction, or impovement of tnse asseh.

* R6tricted Nct &3efu - These resulls ryhen consfahb are placed on net asseb use, which can be either externally

irnposeO Uy creOlto6, grantors, contributors, and tre like, or imposed by law hmugh constitutional provbions or enabling

legislation.

* Unresbicted Net Assrts - These consbts of net asseb wtrich do rpt meet tE definition of the trc fleceding categodes.

UnrcstiA* net asseS oflen are designated, to indbab hat management does not consider them to be available for

general operations. Unresticted net asseb ofien have constrainb ofl resouEes hat a]e imposed by malagement, but can

be removed or modified.

When botr rcsfided and unestricted rcsources ale available for use, generally it is he Municipalit!/s policy to use resficted

resources first, then the untesticted resources e they are needed.

The Statement of Activities is focused on boh tre gmss and net cosb per furrctinnal category. The statement reduces gross

experses (including deprecialim) by related prcgram revenues, operding and capital granb. Thb is intended to summarize and

simplity he use/s analysis of cost of various govemmenbl services.

Govemmental Fund Financial Statem€nb

The fund financial slatemenE (tre Balance Sheet and the Statement of Rertenuo, Expendiures, and Changes in Fund

Balances) are, in subshnce, very similar to he finarrid statemenb prcsenbd in tn previous fnarcial repoding model.

Emphasii here is on the maix funds in he govemmenbl cabgory. l,lon+nair funds ale summarized into a single column.
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COI']{OiIWEALTH OF PUERTO RICO

i,lUNlClPALlTY 0F MAUTIABO

NOTES T0 THE BASIC FIiIANCIAL STATEIEI{TS (C0i{T|}IUED)

FOR THE FISCAL YEAR EIIDED JUNE fl}, M1(l

NOTE 1 - SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES (CoilnilUED)

C, FinancialStatementPt*entation(Continued)

Traditional users of govemmenlal financial statements will find ffp Fund Finarcial Stabmenb presentation more familiar. The
focus is on Mai:r Funds, rafrer fran the prcvious financid model's fund types. The C'ovemmental Major Fund Statements ale
presented on curent financial resources and modified accrual bais of accounling.

This is he manner in which tEse funds are nomally budgeH. This pesenhtion deemed most apgopriate to (a) demonstrate

legal and covemnl compliance, (b) demomfate frc souce and use of lhuitl rcsources, and (c) demonsFate how he
Municipalit/s atual experience confoms to he budgeted fiscal plan.

Since lhe govemmenhl fund statements arc p,esentd in a difiercnt measurcment fucus and basis of accounting han the
govemment-wide statemenb, reconciliation is presenH and a separab explanalbn br eah diftrences.

Ttre Municipality reporb its finarrial position (Balance SheeQ and esulb of operatims (Statement of Rerrenues, Expendifures
and Changes in Fund Bahnce) in funds, wtridr arc mnslleed separab munting entlies. The operatons ol eah fund are
accounted for wihin a set of self-balarcing accounb. Fund mtnting segregabs funds accoding to their inte#ed purpose

and is used to ail management in demonsfatirg compliance wih legal, financial, ard contrac{ual prcvisions.

The new model as defined in GASBS No. 34 established criteda (percentage of he assets, liabilities, le\cnues, or
expenditurcdexpenses of ei0pr fund cabgoty in 0r govemmentd fund) for he debminatbn of malrr funds. The non-major
funds am combined in a single column in tte fund fimncid slatemenb. The Municipality tepoG he folbwing mairr funds:

General Fund - This is te general operating fund of fn Munbipality. lt is used to account for all fnarcial resources,

except hose equited to be accounted for in anofpr fund.

Construcdon Loang Fund - This is he fuid used b account for all finarcial rcsources and transaclions related lo the
loans br constrction and capihl ou{ays purposes of tle Municipality, whbh is financed by loans from file Crovemment

Developrpnt Bank of Puerto Rioo.

Debt Sewice Fund - This is tle fund used lo account for file accumuhlion of resources for and the payment ol
general long-term debt pdncipal, inteEst, and related cosb.

Munlcipal Hosoltal Fund - This is te fund used to account lor all the transactions of he Municipality's hospitd. The
primarily objectir/es of fpse fund is to proviJe to fE community medioal servi:es srch a emeryency doctom and

others.

GASBS llo. 34 eliminatss he prcsentdion of Accounl Gmups, but pmvlles for tBse rccods to be mainhined and incorporates

the informatim inb the GorEmmenld column in tln Govemment-Wide ShterEnt of Net Asseb.
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COiTMOTIWEALTH OF PUERTO RrcO

MUI{ICIPALITY OF MAUMBO

NOTES TO THE BASIC FINAICIAL STATEilEi{TS (C0t{TltluED}

FOR THE FISCALYEAR ET{DED JUilE 30' 2(l1(,

NOTE 1 - SUMI,IARY OF SIGNIFICANT ACCOUNTING POLICIES (C0I{TINUED}

D. FinancialReportingPresentalion

The accounts of fre illunicipality are organized on the basb ol funds, eeh if which is considered a sepalde accountiru entity.

rn, op"rarions or 
"ach 

funi are accourited for witr a separab set of self-bdancing accounb hat compdse ib asseb, liabilities,

fund equity, revenues, and expenditums. Fund types are as follows:

General Fund - ls the general operating fund ol fn Munbipality. lt is used to account for all govemrnental ac{ivity,

except ttroselequireO to be accounted for in anoter fund'

Speclal Revenue Fund- This is tre fund used to account for rcvenues derived from local funds, state granb or oher

,esbi=;fed=n en,,e sor*s. The uses and limitations of each special rcvenrc fund are specified by Municipality

ordinances or state stafutes.

Debt Servlce Fund - Thb is tre furd used to ffiount for the accumulation of msources for and tn payment of,

generat tong-term Oebl prirripal, interest, and rclated cosb'

Capltal prolecb Fund - Ilis is he furd used to ecount for financid lesources used for he acqubitbn or

ffif;,ctoffi;4or capital feititbs. The uses ard limitations of each capid pmiecb tund ae specifed by

Municipality odinatces oI stab stalubs.

E. BudgdaryData

The Municipality annually adopts tle Budget Resolution for alloperatirg funds o1 tre Municipality exced fcrr cefiain resbicted

;ilrG ;i pripr;gfary iunOi and Speciat Revenue Funds. Budgelary conrd is legally maintained at he tund level' The

il;G p"p.,.d uSig fre modified ;ccrual bais of accounling wi[r ercumbrance irrcluded as budgetaty basis expenditures.

ifrr"urri[lpjf,tyt AuU{x nesotutim p,ovides fansfer aufrodty (1) to [r Mapr and fr Management and Budget Director,

wifrin anO 
'lefr,ieen 

Oe,iarfrBnb and furds, as ldE 6 fle totd budget ol fre Mtrniripality (net ot inbrfund transfets) is not

in 
"*"0; 121 to fre futinagement and Budget Direcbr to implement grart budgeb as [n grant applitxtions are accepted by

th; M;ilid;iitf and (3) dt'e Management and Budget Diector to amend (eapprcpriate) each ne.w yeds budget, h the

.*t nt of drftLnOing errcumbrances,-ard/or urexpended projecUgrant apprcprialions at yegI 
9nd. 

Itrlunicipalit/s Legislatule

*i.. it 
"qrir.O 

d (l) ,* of tre budgeted Legislature mntingency, and (2) tre appmval ol supphmenral appopriations.

Durirp the year, several supplemental appropdalions uete necessary'
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NoTES T0 THE BASTC FlitAt{CtAt STATEITEilTS (Cor{TtilUED}

FOR THE FISCAL YEAR EI{DED JUIIE 30, 2ll10

NOTE I - SUt MARY 0F StGt{tFtCANT ACCOUNT|I{G pOLtCtES (COt{TillUED)

E, Budgetary Data (Contlnued)

The budget columrs (original ard final budgeb) of tE Budgetary Comparison - General Fund reflect tre original budget and
the amended budget (which have been adiusted for legally autndzed revisions of [p annual budgeb during he year).
Appropriations, except remaining projert appropriations, encumbrances, ard unexpended grant appropriations, lapse at tre end
of each fiscal year.

Amendmenb to the budget, including transfuis, requim the appmval of the Municipal Legislatuc. Unerrumbered applopdations
lapse at the erd of tte next fiscal par. Ite Municipality follows frese procedurcs, in acodance witr law, in order to eshblish
the budgetary dah reflected in tp basic financial statemenb:

1. Prior of trrlay 31 oJ each fscal yeat the tvlayor submib to tre Muniipal Legislatuie a prcposed budget fur fre fiscal year
commencing the followirq July 1 in addition of a budget message;

2. The budget document is avdhble for public inspeclion prior to its appmval by he Municipal Legislaturc;

3. The Commissiornr of Municipal Affdrs exanines ffre br.rdget to verity if it complied wifr ffre lav/s standards and sends it b
the Mayor for any omrBnts or recommendation befue he limited date eshUishes by tre Lar;

4. Prior to June 1 3, fn annual fudget is legally enac'ted hrough p*sage of the annual appropriation odinance;

5. lf a budget is not adopted pricr to he end of Src end of te fiscd year, the annual budget for fie prcceding fiscal year, as
approd by he Munhipd Legislafue ard he iilayor, b automati:aily cnewed fu the ensuing fiscal year untii a new
budget is appmved. Ihis pemits fie Municipality to continue making paynnnb br its operaling and oher expenses until
the new budget is approved;

6. Subsequent to the enacfneat of the annual apprcpriation ordinance, 0re Municipal Legishture has he autDrity to make
necessary amendmenb made duling the fiscal year and are reflec,led in fre budget inhmation included in the Eudgetary
Comparison Schedule - Gercral Fund;

7. Budgetary dala for tte Special Revenue Fund has not been presented in he accompanying basic financial shternents as
such funds are budgeted over he life of the respective grant or proiect and not on an annual basis.

Since he budgetary basis diffes tom accounting principles generally accepted in the United States of America (GMp), actual
amounb for the General Fund in he accompanlng &rdgetary Compadson Schedule, is pGsented on the fudgetary basis b
enhance comparability.

The principal dilferences betlveen the budgelary and GMP bases ae he following:

l. Encumbrances arc recorded as expendifurcs under he budgetary b6is and as a rcserve of fund balances under GMp.

2, The non+xonerated podion of he pmperty tax advances ae presenled as revenue in the budgetary basis and as other
financing sources under GMP.

3. lnterfund hansations of he General and Special Revenue Funds are not included in the budgetary basis.

4. Certain accrued liabilities and other debb a,e not ircluded in fire budgebry basis.

5. Cerlain revenues susceptible b accrual, i.e., boh rneasuratle and available, are not included in lhe budgetary data.
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NOTES T0 THE BASTC Ftt{AilClA[ STATEiTENTS (Corfitt{uED)

FOR THE FISCAT YEAR EIIDED JUTE 30, MIO

NoTE 1 - SUTTMARY 0F StGt{tFtCANT ACCoUt{Ttr{c pOLtCtES (coilTtNuED)

E. Budgdary Data (Continued)

All encumbrarce appmpriations in he operating budget lapse at tle end of he fiscal yea. Property hxes ollected during the
cunent year by the Municipal Revenue Colleclion Center (Fiscal Agent) are pesented as evenues in the accountirB basii but
are not onslJercd in trc budgetary schedule.

The special funds of he Special Revenue Fund have not been irrluded in 0re hrdgehry omparison because balances are not
budgeted. Also fite budget pepa]ed for tp Federd Finance Arvards Programs induded in fie fulajor and Non irlajor Funds is
based on a program pefud which is not necessadly a year. Accordingly, ifs not praclhal to pesent an annual comparison oi
budget br srch prcgrams.

F. Cash, Cash Equivalent and lnvesbnent

The Director of Finance of te Muniripality b responsible for investing tte avaihble rcsources in certifrcates of depo6it and oher
short{erm investnenb. lnves-tnenb are made fiorn ttre available combined funds of tn Muni:ipality and, accordirBly, it is not
practial to disclose certiliiabs of deposit and other shod-tem inves-tnenb indivilually by fun<t-in he combinexi financial
statemenb. lntercsl eamed on certificabs of deposit and otrer shoil-bm investnenb are recognized as revenue in the
General Fund. Cah in tp Specid Revenue, Debt Service and Capibl Prcject Funds ae restricted; accordingly, Esources
available werc not used br pool investnenb.

Under he laws and regulatlxs of he Conrnonwealh, public fuirds depcited by 0re Municipality in commercial banks must be
fully collatemlized for the amounb deposited in excess of tlre federal deposibry insurance generally provided by tre Federal

$Posit lnsurarrce Corporalirn (FDIC). All securities pledged as ollaterd are lntd by aLis Oesignieo Uy fre
Commonlvealh's Secrehry of trc Trcasury, hrt not in tr Municipalit/s nanre.

Cash wittt fiscal agent reflesenb prcpe.ty tax collectirns etained by fc iluniripd Revenues Collection Center and
undisbursed proceeds of cerbin bonds, loans or granb which are maintained in a c6h oFtodian ecouil by fE Ciovemment
Development Bank of fte Commonredh of Puerto Rico.

Cash balance recognized in [c Debt Service Fund is resEicbd hr te paynent of tre Municipdit/s obligations, ard ogrers are
resficbd for specific pmjeea, such as the acquisition or onshrclion of permanent improGmenb. The sinking fund is
maintained by frc Govemmental Development Bank of Puerto Rico, agerrcy vyhich acb as tre insurer and payir of fe
Munidpality's bonds and nobs issued in accodance wih l /.

G. Receivables

Receivable are stated net of estimated allowances for uncolleclible &counE, which are determined upon past colbction
experience and cunent economic ctnditions. Receivable from Federal Govemment represeflb amounb oncd to the
Municipality br eimburcement of expendifures incured pursuant to federally funded programs.

H. lnventorles

The General, Speclal Rercnue and Capitd Prolect Funds, purchases offce and prinlirB supplies, gasoline, oil ard other
expendable supplies held for consumption. The cost of purchaes b recorded as expenditue in the appropriale fund and fire
inrrentory is not ,ecorded in file baic fnancial stabments.
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NoTES T0 THE BAS|C Fr{ANCrAt STATETEilTS {COttTtt{UED)
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lloTE I - suMiltARy oF stciltFtcAt{T AccouitTtt{c poLtclEs (coilTtiluED)

l. CapitalAssets

Propefty, plant and equiprent purchmed or mquired is canied at historiral cost or estimabd hisbrical co6t Contributed asseb
ate recolded at fair maftet value as ofhe dab received. The Munbipalitfs capitalization levels are $50 on peronal property.
For improvemenb other han buildings, te capital ouflay musl be g]eabr fnn $10,000, extend tre estimatd useful lib for ten
years, and be gleater han 10% of he original cost of trle 6set. Oher cosb incuned for rcpairs and maintenarce is expensed
as incuned.

Depreciation on all asseb is provided on [c staightlirc basis orrer fe follodng estimaH useful lives:

Capihl Ass€{B

Buildings and site imprcvemenb 40
lntastwtum 40
Vehicles 5
Fumitue ard fixbres 5

Machinery and equipment 3 to 5

J. Long-TermObllgations

The liabilities rcported in lhe govemment-ryide financial statemenb included general and spechl obligalion bonds and notes,
and ofter long-term liabilities, such as vacation, sick leave, lifuatim, lorB{erm liatlililies b otra govemmenhl entilies.

ln the furd financial s{atemenb, govemmenhl fund types rccognize bond issuances cosl during fire cunent period. The face
amount of debt isued b cported as ofler financing soutces, ufiile bond issuance cosls, rvtretrer or not wihheld frrom $e
acfual debt pmceeds received, arc eported as expendibes.

K Compensated Absences

The futlunicipality accrues ecumulaled unpakl vaation and sick leave and asociated employeerelated cosb when eamed (or
estimated to be earned) by tn employee. The lvlunicipditys employees are grarH 30 days of vacations ard 18 days of sick
leave annually. Vacatbns may be accumuhted up to a maximum of sixty (60) days and sick leave up to a maximum of ninety
(90) days. ln the event of employee res[nation, he employee is paid for accumulated vacatir:n days up to tre maximum
alloued. Separalion from employment prior to use of all or pad of t|e si:k leat e teminates all righb for ompensation, except
for employees wih ten yeas of selir wlrc arc entded b sick leave pay up h [te maximum allorrrcd. The Municipality accrued
a liability for compensabd absences, wtrich meet EE following criteria:

1, The MunicipalMs obligatbn rclaling to employee's dghb h rcceive compensation for futuie absences is atbibuhble to
employee's servirs already rendered.

2. The obligalion relates b righb ftat vest or *cumulate.

3. Payment of he compensalhn is probable.

4. The amount can be reaonatf estimated.
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NOTE I - SUMilARY 0F StGr{rFtCA}tT ACCoUNflT{c poLtctEs (coilrNuEDl

K Compensated Absences (Continued)

ln accordance wih ffte above criteria and requircmenb as established by GASBS llo. 16; he Municipality has accrued a liability
for compensated absences, wttich has been eamed but not taken by Munkipalitfs employees. For Un govemrnenlwi6i
statemenh, the curent podim is the amount estimabd to be used in he bllowing year. For he govemmenbl funds
statemenb, all of the compensated absences ale considercd long-term ard fleleb]e, are not a fund liability and reppsenb a
reconciling item between fn fund level and govemrcntwkle presentalirns.

The following is a summary of changes in he bdance of C,ompensated Akences fur tlre fiscd year ended June 30, 20i0.

COiiilOIITVEAL'TH OF PUERTO RICO
MUNICIPALITY OF iIAUilABO

NoTES T0 THE BASTC Ftr{AilCtAL STATELEITS (C0r{Ttr{UED)

FOR THE FISCAL YEAR ENDED JUIIE 30, 2l,Ill

BATAI{GE
JULY t.2U'9 ltEU ESUES

ill2!I932 I__lZflS

REINEEl{TS
AIIO CURNETT

AIURAIES
BALAIICE

JU E 30. 2010

lll8ztz8

CURRETT LOIIGTERI
Fof,Ilol PoRrx)x

L_l74iu1 L14U.I3Z

L lnsurance

The Munbipdity has insurance coverage fur ils public ieilities, primadly to provile potection fom cat6trophic losses. Also,
principal offcids of tr Muricipality arc covered under varkxs surety bonds. The Secretary of fte Treaury Depafinent of fte
Commonvvedh of Puerlo Rir is he agent commissioned to place dl of fre tvluniipalig's insurance mverage. Coresponding
prcmiums payable arc wihheld by he lvluniripal Reventr Colleclion Center ftom quailedy advances of annual property'hx and
subsily send h he Municipality.

M. lnterfundTransactions

lnterfund transactions arc reflected as loans, reimbursemenb or fansfens. Loars are reported as receivablB and payables as
appropriate and are subject lo eliminalion upon mnsolidalirn. Reimbursernenb occur when one fund ircur a cost, chiryes he
appropriate benefiting fund and redrces ib rclated mst 6 a reimbursenrent All oher inbrfund transactbns are treated as
transfes. Transbrs betlyeen govemmental or pmpriebry funds ae netbd as pal of tre reconcilialion to tre govemmeat-wide
columnar prcsentalion. Ihe Municipality has he bllowing types of recipmcal and nonrecipocal interfund activities:

.!. lnterfund loans - Reptesent amounb prcvirled wih a requirernent for repayment which are recorded as "due from' in the
lender govemmentd fund and 'drc to' in the borov{er govemmental fund. lnterfund receivat es, which are not considercd
curcn{y available financial resources, are rcported as advances. For amounb not expected to be collected wifiin a
reasonabh pefud, interfund rcceivables/payables a[e reduced b he estimaH reafizaile value and tle amount hat is not
expectd to be repafi b rcpoded as a transbr from the govemmentd fund frat made te loan.

* lnterfund famferr - Regesent flom of asseb (permaneflt reallocatiJn of financial Esources among govemmental
funds) witrput equivahnt ious of asseb in retum and wit|out a regui]ement for Gpayrneflt Transfers are rcporled as ofier
linancing uses in Ur govemmental furd making fanqfurs and as oher financing sources in the govemmentd fund
receiving transfers.

* lnterfund reimbursemeotl - Represent rcpaymenb from fe govemmenH fund responsible for particular expenditures or
expenses to [E govemmenld fund hat initially pdl for hem.
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COTiIOi{WEAITH OF PUERTO RICO
MUNICIPATTTY OF MAUi{ABO

iloTES TO THE BASTC F|NAIIC|AL STATEMEilTS (COilTtilUED)

FOR THE FISCAL YEAR EI{DEO JUI{E O, 2OI(l

NoTE 1 - SUilti{ARy 0F StcNtFtcA}lT ACCOUtlTtilc poltctEs (cot{Tt1{uED)

N. R$ervations of Fund Balance - Goyemmenhl Funds

Reservations of fund balarrce in tre fund financial statemenb represent portbrs of fund bahnces 0rat are legally segregated for
specmc fubre use or are not appropriabd for expenditue. The Municipality ha tn hllowing reserualions ot tuni Uaianie:

'3' EncuFbrancee - Represent ftrture experdihrres under purchae odeE, conbacb and other commitnents. These
committed amounts generally will become liatrilities in futurc periods as tle goods or seilices are rcceped.

'E' Debt S9rvice Fund - Rep,esenb net asseb avaihble to linance future debt servir:e paymeob. The govemmental fund
financial slahmenb present fund balance reserves br hose portions of fund bahnce (1) na avaihbb dr appropdatonfoi
expendiM€s or (2) legally segleSatd br a specific futue use. The resery€s for related asseb such as invenbdes and
prepafnenb are examples of tlle former.

* Other Pumosec - Represenb net mseb available for specific use and/or legally segregated for otcr specific fufu;p use.

O. Claims and Judgmenb

The eslimated amount of tre liability for claims qrd jrdgments, if any, which is due on demand, srch as ftom adludlxted or
settled claims, is ecoded in tte Gereral Fund. The Long-Tem Liatrilities indudes at armunt eslimabd as a contingent liability
or liabilities wih a fixed or expected due dab, whi:tr will requirc futue available financid esources fur ib paymenl

P. Use of Estimatec

The preparation of he basic financid shtemenb in mnlbrmity witr acounling pdrriples generdly accepbd in tre United
States of Amefix requies management b make estimabs and assumptiom frat aftct ffre Eporki amounh of asseb and
liabilities and disclosules of cofllingent asseb and liabilities at tp date of Bre basic financid sbternenb ad fie repoded
revenue and experEes durirg he repoding period. Actual result ould difier hom tose estimates.

Q. Accountlng for Pension Costs

For the purpose of AplyjnS tte rcquiremenb of GASB Statement No. 27, A@rnting for pensbrs fu Stde ad Locd
Govennent Englc{reln (GASB No. 27), he sbte gorremment of fre Comnronruealtr of Fuerto Rio is oonsldeed to be he
sponsor of the Empbyees' Retirement Sysbm of he Govemment of P$rto RkD and ib lns[Unrenhlities (ERS) and System
2000, a mullicmploygr cost-sharing dglned benefit pensi:n plan and a hybril defined onfibulbn ptan, respectivety , in 

'urtrictr

the employees of tle Munlipality parlhipab. The Municipality is considercd a parlicipant and not a iponor, of frese rctircment
systems since he mapity of he parthipanb in fire abmrpntimed pemion tusl funds are employees of fle Commonneafth of
Puerto Rico and 0le basic financial statenrenb ol srch mtircment systems are part of tre finlncial rcporting entity of tre
CommonLealh of Puerh Rico. Accodingly, no portion of fle net pension ouigalbn (NPO) Elated to ERi has been allocated
to trB Municipality in 0E mnpanying basic finarchl sHBrEnb. The basic fnanciat statemenf of flre Commonnealli of
Puerh Rkn repo( he totd amount of Ute net pension obligation of ERS, including any amount trat may mnespond lo fre
Municipality.
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CoiTMONWEAITH OF PUERTO RICO

MUiIICIPALIW OF IilAUT{ABO

r{oTEs T0 THE BASTC Ft[At{CtAL STATE ilEf{TS (CONT|iIUED}

FOR THE FISCAI YEAR EilDED JUIIE 30, 2O.I(}

NOTE 1 - SUMMARY OF STGNTFTCANT ACCOUNTTT{G POLTCTES (CONTTNUED}

Q. Accounting for Pension Cosh (Continued)

The Municipality accounb for pension cosb from te standpoint ol a participant in a multifleemployer cos[sharing plan.
Acmdingly, pension cosb recognizd in fre accompanyiry basic finarrial statemenb ae equal to the stafutorily required
contributions, wih a liability rccoded br any unpaid requied contibutbns.

R. Risk Flnancing

The Municipdity canies commercial insurance to corler casualty, tpfi, tort claims and oher bsses. lnsurance policies ae
negotiated by he Puerto R'rco Trcasury Depadnent and co6ts are allocabd anong all he Munidpalities of Puerto Rirrc.

Cost ol insunance allocated to he Munbipality and dedrrcted fom tre gIoos property tax colleclioos by he Municipal Revenue
Collection Center ('CRlirf) br te par ended June 30, 2010 amounted to t116,234, The curent insurance polhies hare not
been cancelled or terminated. The CRIM also deduded $313,792 for m*ea ompensatbn insurance covering all municipal
employees.

S. Future Adoption of Accouiling Pronouncement3

The GASB has issued he following accounting sbndads frat have effective dates afier June 30, 2010:

* GASB Statement llo. 54, Fund Mnco Repoiling ild Gwomnwtd FMd Type Detuilins This sffiment changes lhe
classification and terminology of fund balarces and arBnds tp definitions of he diftrent types of govemmenbl funds.
This shtement is efuirc for pefuds beginning afier June 15, 2010;

The Municipality's management has curcluded fut tlp futuie adoplion of tris GASB Stabrnenb will have a sbnifcant impaci
on tire Municipality's 2010-2011 basic financial statemenb.
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CoilllrOi{TYEALTH OF PUERTO RtCo
MUiIICIPALITY OF MAUMBO

NOTES TO THE BASIC FIttANCtAL STATEIT|EilTS (CoI{T[{UED)

FOR THE FISCAL YEAR EiIOED JUI{E 30, MI(}

NOTE 2- CASH AIID CASH EQU]VALEIITS

The_Municipalily maintains its deposits in various comrnercial banks located in Puerlo Rico and Govemment Deraelopment Bank
for Puetto Rim (GDB). Proceeds from bonds and funds rclated to certain grant awards are required by law b be lield wih GDB.

The Municipali$ adopted the pmvisions of GASB Statement No. 40 (GASB No, 40) , Depwit afl tnvestneil Risk Disdosure, dt
Anedment to GASB Statemenl f,/o. 3. This statement requies hat sbb ard locd govemmenb disclose essenlial risk
information about deposib and investnenb. I}e disclosurc requiremenb cover four main ilea: ('l) credit risk, (2) interest rate
risk, (3) custodid credit risk, (4) breign exchange exposure.

Crcdit dsk - Tttis is he risk trat.an issuer or other counterparty to an investrent will mt fulfill ib obligations. ln compliance
wih fn laws and regulations of fp Comrpnrvealh, fE MuniciElity has adopted, as ifs cusbdial ani credit dsk policy, the
stdenent d lnwstnefil Guithlines for frp Govemneil of he Cunmonweilr of Puerto Rkn Accodingly Ure M'unici;;hty
inves{s only in obligalims of the Commonwealh, oblilalions of tp United Stabs of America, certii,ies of Oepisid,
commemial paper, bankea' acceptarces, or in poob of obligations of the municipalities of Puerto Rirc, *ricn are mairagJ
by GDB. Accotding to tle ffiementioned investnent guidelines, tre lvfuniripality does not invest in marketable securilid or
any types of inwstnents fur s,hhh cedit rbk exposue may be signifcant. Therelbrc, 0e Municipdft/s management has
concluded hat tp risk related to any possible loss related to defaulb by commercial banks on the Muifipatit/jaeposif ii
consiJercd low at June 30, 2010.

lnterest rate dsk - This is $te lisk that changes in inbesl rates of debt invesfnents will adr/ersely afiect tfp fair value of an
investment Tle Municipality manages its expooure to declines in fair vaftrs bp (1) not irEludiry debt investnenb in ib
inveslment prthlio at June 30,2010, (2) limiting he weighbd average matuifi of ib invesbnenbto hree months or less,
and (3) keeping most of ib bank deposib in intercsb beadru accounb generating inbresls at prcvailing marhet rates. Ai
June 30 il10, the Municipdft/s inriestnenh in cedilicates of deposils are recoded at cost, *rictr app:oximates freir bir
value. fhercfoe, te Municipality's malagement has conduded fiat at June 30, 2010, tp intercsl rate risk associated wi[r
the Municipality's cash and cash equivalenb is consirlemd low.

Custodial oedlt dsk - ln te case of depsib, thb is he risk ffrat in the event of a bank hilure, the Municipality's deposib
may not be recorcted. Pursuant to tp Stdemqt of lnvxtnent GuiHtrcs tor ilp Govenmqrt ol ne Comionween d
Pueio Rbo frc Mlances deposited in commemial banks by he Muniripality are insured by te Federal Deposit lnsurarrce
Corporation (FDIC)generdly up to a maximum of $250,@0 per depositor. ln additim, public funds depositei in commercid
banks by he Municipality a]e fully securities pledged 6 collateral ale held, in Ule tvlunicipality's name, by the agenb of he
Commonwealh's Secrehry of Treasury- Deposih r{ih GDB are uninsurcd and urrollaterafizdd. Horvevei, no losses elabd
to defaulb by GDB on deposit bansrtions have been irrcured by fre Municipality trrough June 30, 2010. Therefore, t|g
Municipalit/s management ha concluded frat at June 30, 2010 he custodid credit risk associated witr fre Municipdity's
cash and cash equivalenb is consirleed low.

Foreiqn exchanqe risk - The risk that changes in excharue rates will dversely afiect the value of an investnent or a
deposit. AccodirB lo tte afurementioned investnent guirtelines, fre Municipality is prevented ftom investing in foreign
securities or any other types of investnents in which breign exchange risk exposue may be significant. AccortirBiy,
management has concluded hat tle foreign exchange risk related b he Munbipalit/s rleposib is onsirered bw a Jrinl
30, 2010.
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corrtlilot{wEAtTH oF PUERTO RtCo
trlUNlClPAtlTY OF ltAUt{ABO

NOTES TO THE BASTC FmAilCTAL STATEmEIrS (COilTlt{UED'

FOR THE FISCAL YEAR EI{OED JUT{E 30, 2(l1(l

NoTE 2 - CASH Ar{D CASH EQUIVALEilTS (COt{Trr{UED}

The Munbipality's bank balances in commemid banks of $30,965 in fre Municipal Hospibl Fund rrvere fully collateralized at
June 30, 2010. ln fie Oher Govemmentd Funds there rree deposib witr commercial banks of $249,957 hat lverc fully
collateralized.

The deposih at GDB of $816,300 in he General Fund, $662,589 in he Constuction Loans Fund, he $1,126,508 in the
Debt Service Fund, and he $28,567 in O$er Govemmental Funds, ale unsecurcd and urcollateralized, as no collabral is
required b be canied by govemmental banks.

NOTE 3 - RECEIVABTES

A other Receivables

Oher receivable in tte General Fund, for the annunt of $1,84(), represenb miscellaneous income due at June 30, 2010.

B. Sales Tax Receivables

As descdbed below in Note 13, he Municipal Legblafurc appmved he impcition of ttn municipal sales and use tax during
fscd year 200&2007. lrdiviluals, oryanizalions and entlies subiect to collect tre municipal sales and use tax mrst fle i
tax retum to the Municipdity. Tax is due each 20r' day of each monh baed on hx collecbd in tre prcceding monh.
Theefoe, sdes tax receivatle of $26,8,14 in tp Debt Selice Fund and $33,403 in tre 00rer Govemmenhl Funds
represenh he atnount due by tn bxpayes at June 30, fl10.

C, kopefi Taxet Receivables

Propedy taxes receivable of $3i,833 in tc Debt Selice Fund replesenb advances from fscal year 2009-2010, not
collected by trc Municipality at June 30, 2010.

D. FederalGranbRecelvable

Federal granb rcceivable in fte 0ther Gotcmmentd Funds re[esent expenditurcs incu]red not yet leimbumed by frre
federd agencies or te pass-bmugh grantors. Following b a deiail of [p hderd granb eceivable:

lhscripdon

Community Devebpment Block Grant - State
Prqram $ 342,392

Homeland &curity Departnent 35,000

Puerb Rico Regimd Eldedyofte 7,003

Communily Selir Block Grant 35,000

Puerto Rico Rurd Derrebprent Coporalim 19,000

Child Carc Development Block Grant 127.759

Total L-S0184
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CO]TiIOI{WEALTH OF PUERTO RICO
MU }IICIPALITY OF II{AUT{ABO

NOTES T0 THE BASTC FtMilCtAL STATEilET{TS (COl{TtilUED)

FOR THE FISCAL YEAR EI{DED JUNE 3I}, 2O1(l

NOTE 3 - RECETVABLES (CONTTilUED)

E. lntergovemmentalRecelvaHe:

lnteqovemmental rcceivables in Other Govemmental Futtds represent expendibms incured not yet reimbursed by ttn
state agencies. Following is a detail of tle state govemnrent receimbles:

Deccrlpdon Amount

Stab Depaffrcnt of Heallh
State Depattnent of Labor and Human

Resources - Law 52
State Departnent of Recreatim
State Departrcnt of Educatirn
Others

Total

$ 199,117

30,781

58,010

135,562

10.046

t_4?3t10

F. Due From Oher Funds

lnterfund rcceivables and payables at June 30, 2010 arc summarked as follots:

General Fund

General Fund

General Fund

Other Govemmental
Funds

Olher Govemmntal
Funds

Other Govemmenlal
Funds

Total

Ottnr C'ovemrBntal
Funds

Other Govemrpnlal
Funds

Municipal Hospital Fund

General Fund

Genenl Fund

Other Govemrnental

Funds

Paytoll and reimbumable

expenditures

lnlerfund Loans

Interfund Loans

C6h @l in the same bank
accounl

lnterfund Loans

lnterfund Loans

$ 236,408

66,901

122,W

152,330

766,590

240.7n

lLliii,&0
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COM]iIONWEATTH OF PUERTO RICO
]TUTTICIPALITY OF IIIAUMBO

r{oTES T0 THE BAS|C FtM,l{CtAL STATET{EIITS (CO1{T|}|UED)

FOR THE FISCAL YEAR E}IDED JU}IE 3II, 2(l1ll

T{OTE4-CAPITALASSETS

Capital aseb; tlose wih an estimated useful live of one year or moe tom he time of acqubitim by fre Muniripality and a
cost of $50 or morc, ae pdmaily funded frmugh tre issuance of lorg-term bonds and loans and state and federal assignments.
A summary of capitd aseb and changes occuning in 2010, irc'luding hose changes pursuant b he im&mentalbn ;f GASB
StaterEnt No. 34, bllols (Land ard constuction in progress are not subiect b depreciation):

Govommontal Ac{ivitiss
Balance

July l, 20(B Additionc
Retienentc I Balance

R€cla$ifications Junefl)/0i0

Capital asset not being depreciated:
Land

Wo.k of An
Coostruclion in progress

Totalcapital ass6$ not being depreciated

Capital 6seb, being dep(eciated:

BuiHings
lmprovemenb
lnfrasfudure
Madrinery and equignent
Motor lrefiides

Total capital assoG being dsproci.ted

L6ss acamulated depreciatioo for
Buildings

lmprot/erneob

lnftastruciure
Madlin€{y and Euipment
Molor \rehdes

Total accumuldod depreciation

Total capitsl asset3 being defreciatod, nd

Govsmmo al activltlss capibl a336, nst

$ 952,313

90,000
9.681.604

10.7n.917

4,585,285
4,760,769

8,238,091

1,359,931

2.196.861

21j40.937

(1,897,859)

(1,044,485)

(8r/,139)
(1,058,739)
(1.486.26n

(6.364.489)

u.n6.448

tzlt00,t05

I
3.139.346

3.r39.346

$ 952,313
90,000

12.8m.95{)

13.863.263

4,585,285

4,760,769

8,238,091
1,359,931

2.196.861

21.140.937

(2,07s,0521

(1,283,618)

(1,084,239)
(1,18f.42n
(1.712.633t

(7.343.969)

13.796.968

u2i00231

(n,193!,
(239,133)

(m7,100)
(129,688)
(226.366)

(979.480)

(979.180t

LAI$,&C 3

Depreciation expenses werc charged to govemmenhl functiondprqrams as follorvs:

GoYemmental actYides

General govemment

Itlayo and Municipal

Public Safety
Public Works
Culture artd Recrcation

Sanitalim
Human seryices and Yvelfarc

Tdal depreciatioo expeffi*

$ 128,232
159,978

72,754

422,366
56,640
10,712
68.ru

tlz9.{0
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COMI{OiIWEALTH OF PUERTO RICO
ilut{tctPAuw OF itAUilABO

NoTES TO THE BASIC FlilAilCtAL STATE]T|EI{TS (COrfitt{UED)

FOR THE FISCAI YEAR EI{DED JUiIE 30, 2III|}

NOTE 1- CAPTTAL ASSETS (CoilTtr{UED)

The Municipality ha not maintained complete and adequate rccods in oder b obbin sufficient and competent evidentid
matter related to he capitd asseh reported in tr govemnBnhl ac{ivities. ln addition, he inhastn ct re a6seb recorded in the
accompanying stabment of net asseb do not irrclude a substantial podbn of he Municipdity's infi'astuctuE asseb cons-bucted
or acquired by tc ttrfunicipality from 'l 980 frrcugh June 30, 201 0. GASB Sbtement No. 34 requircs to refoactively applying tte
rcguiremenb to maiT generd inffircfurc asseb wifirin at least four (4) yeas of [e adoptbn of his pomuncement, wfricn is
not later han June 30, 2007. Ihe Municipality has not complial witr frb requiement

NOTE5-BANKOVERDRAFT

The bank overdraft of $284,150 in tre General Fund was tp result of fn adjusbd cdr balance at June 30, 2010, of fre
Municipality's curent account, payroll acc@nb and otler miscellaneous rcount.

T{OTE 6 - ACCOUTfiS PAYABLE AI{D ACCRUED E\PEIISES LIABILITIES

4cgounts 
payable and ircctud expenses liabiliths in govemmental fund financial shternenb epresent expenditures incuned

dudng fscd year 2009-2010, and not pai, by fire Municipality at June 30, 2010. Following is a detail of grese accounb payable
ard accrued liaulities:

Accounb Accrued
LiablllfecGovemmental Funds

General Fund

Munlipal Hospihl Fund

Ofpr Govemmenhl Funds

Tohl

$ 136,593

107,174
337.599

Lr!iluo

$ 1,68',067

u.arJoz

$ 1,817,660

107,174
337.599

I220a83

I{OTE 7 - DUE TO OTHER GOVERI{TEI{TAI UiIITS

As of June 30, 2010, balance due to other govemmental unib consisb of he following:

Governmental Aoency Amount

Puerto Rfrrc Aquedwt and Sevrer
Auftonty

Generd Service AdminisHion
State Departnent of Labor
State Retierent System Administration

fotal

$ 124,996

756

55,853

546.239

'JZW
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COilITOiIWEAI.TH OF PT'ERTO RrcO
TUT{ICIPALITY OF IIAUMEO

NOTES T0 THE BASTC FtilANCtAt STATET{EilrS (CoilTtt{uED)

FOR THE FISCAT YEAR EIIDED JUI{E 3II, 2ltill

NOTE 8- DEFERRED REVET{UES

A. Volume of businesg hx - The defened rcvenues of $ 148,953 in he Gefleral Fund relates to \olume of business tax
collected in fscal year 200$201 0 hat will be eamed in fiscd year N1G2011 .

B. Federal Grants - The defened revenues presented in the Otrer Govemnrenhl Funds repesenb he portion of federal
granb received for which qualifying expendihrres have not been incuned. Detsned ranenues from ttre federal govemmeat
are as follolvs:

Program Descdpton Amount

ChiH and Adult Care Food Program

Public and lndian Horcing
Public Assistant Granb
ChiH Care Development BbcI Grant-
ARRA
Emeqency Shelter Grant

Total

$ 16,595

220,624
203,295

59,584

N5

l_lo0"pi

NOTE 9- GENERAL LOiIGTERT DEBTS

Long-tem liability ativity for te year ended June 30, 201 0, was as follows:

Eeginning
Bdance

Bonowingt
or Additions

Paymem! or
Deductions

Ending
Balance

Due Wrthln
Ona Yeer

Boo& ed l,lotes Payable
Prop€rty Tax Advances -

Tre6uJy Dep tnent
Property Tax Debt - Law 42

Compensated absences

LIMS Repaynnnt Plan

Seclbn 108 Guarante€d Loan

CRIM Setucrnenl0&09
State oepa.Unent of Labor debl

agre€meot

State Retkem€nt System

Administratbn- debt
agreement

Total

$ 6,300,000

18,921

1,306,377

1,5n,$2
23,7%

3,000,000

t3,762

s 1,850,000

o*..

81,335

473.003

l_2Jri"0u

$ 200,000

18,921

25,754

9,103

167,000

37,4m

$ 7,950,000

1,2N.623
1,fi2,478

14,695

2,833,000

33,762

,$,915

s 210,000

27,373
174,U1

9,652
167,000

43,915

473.003 161.496

ufl rzi L_Te;mil2a2,7n
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COilTOilWEAtTH OF PUERTO RICO

ItuiltctPAuw 0F itAUt{A8o

r{oTEs T0 THE BASTC FI{ANChL STAIElilEilTS (Co]{TINUED)

FOR THE FISCAL YEAR ENDED JUiIE M, 2O1l}

noTE 9 - GENERAL 101{G.TER1{ DEBTS (CoHTtilUED)

A GET{ERALOBLIGATIOTIS BOI{DSAi{D T{OTES

The Municipality issues general and specid obligalion bonds and notes, principally, to provk e funds for tre acquisit'nn and
constuction of mafx capitd hcilitiets, to pay debt incured in prir yeas, and to cover the expenditures of a spechl event
Bonds and notes payables a of June 30, 201 0, are comprised of trc hlhwing irdividud issues:

IIESCRtPTtOt{ AIIOUM

$485,000, Sedes 2008, br purchase of equipmelJt, payable in annud installmenb ranging from
$50,000 b $85,000, excMirB variaHe interest from 1.53% b 7.50%, hrorrgh Juty 1,N14

$4,920,000, Sedes 2008, for mnstrrc{ion of public recreati:nal facilities, payable in annual
installrenb nanging fom $70,000 h $420,000, excluding vaiable inbrcst tom 1.53% b 7.S0%,
thrcugh July 1,2032

$1 , 1 I 0,000, Series 2007, for onstuction ot puUic recreatbnal f&iliths, payable in annud
insta{menb rangirg ftom $1 5,0(X) to $}5,000, excluding variable interest from 1 .53vo to I .ffgo,
trough July 1,2032

$1,030,000, Sedes 2010, for consfrclion of public ecreatbnd hitities, payat e in annuat
installmenb ranging from $15,000 to $90,000, exduding variable inteest torn 4.7S% h 7.50%,
thmqh July 1,203{

$820,000, Series 2010, br operationd purposes, payable in annual inshllmenb ranging forn S20,0{X)
to $80,000, excludirq vadable interest fom 6.007o b 7.50%, frmugh July l, 2029

$ 310,000

4,770,M

1,055,000

1,015,000

800.000

t-IxflnooTotal Generd Obligaffons - Bonds

TlEse bonds, except he 200E Series dnountirp_to $4;92),000, ae payable frorn fre special ad valorem ppperty tax, wtrich b
resficbd for debt servie ard reiained by fle Golremment Development BanI br Puerh Rio for srch'purpooies. The 200g

fries bond, amountirg b $4,920,0ffi is payable witr resources olhcted from tre sales hx hrough he Muniipd Redemption
Fund.
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COilMOiIWEALII{ OF PUERTO RICO
MUilICIPATIIY OF ITAUMBO

NOTES TO THE BASTC FtitAilCtAL STATEMEilTS (Coffir{uED)

FOR THE FISCAL YEAR EI{DED JUTIE fl}, fi(,

NOTE 9 - GEi{ERAL LoilG-TERt DEBTS (CoilnNUEo)

B. BOIDS AI{D I{OTES AI{ORTIZATK)II

The annual rEuirements to amortize he generzl obligatims oubhnding as of June 30, 2010 are as folloun:

Year Endlng Principal lnter*t

2011

2012

2013

2014

2015

201&2020

2021-2025

2026-20fi

2031-20fi

Total

$ 210,000

225,0N

245,000

260,000

205,000

1,280,000

1,765,000

2,470,000

1.290.000

11850.000

$ 461,689

575,500

5,fi,725

540,450

s21,050

2,3fi,325

1,808,325

1,043,350

r68.175

s_0.!eL5e

$ 671,689

800,500

803,725

800,450

726,050

3,630,325

3,573,325

3,513,350

1.4fi.175

lltpzzxE

C. PROPERTYTA( DEBT- I.AW42

Ihe Municipality enbred into a repayment agreercnt wih tre Govemment Development Bank tor puerto Rico (GDB) and trre
CRIM, to pay ofi tc excessof prcpedy bx advances trough ftcd par 2000 and 2001. The CRIM rehins tre'paynart fom
the pop,eny tax advames of the Municipaltly. The amounb rebined by fire CRIM are ]emitH h GDB on July i oi each year
$otgh July 1 , 2032. Tle oubtanding balance of he note payable b tre CRIM at June 30, 20 1 0 anrounted to $i ,290,623. 

'

D. COiIPETISATEDABSEilCES

The govemment'wide statement of net asseb includes $1,582,478 of accnred sick learre benefib, and accrued vacation
benefib, rcprcsenting tr Municipality's commitnent to fund such coob tom frrture operations.

E. LII'S REPAYTEI{T PI.AII

Th€ Municipality entercd into a finarcirp ageement witr te CRIM fur he payment of fE Municipality's share of [E cost of an
information managercnt sptem, acquired by fie CRIM on behalf of dl municipalities, for fle management of a digital database
of taxpaye/s prcpedies located in Puerto Rico. Ite oubtanding balance of tE note payable to flre CRIM at J-une lO, 2010
amounted to 814,695.
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COII]IIONWEALTH OF PUERTO RICO
I'UI{ICIPALITY OF }IAUilABO

NOTES TO THE BASTC Ft}{AllCtAL STATEMET{TS (Cor{TtilUEDl

FOR THE FISCAT YEAR ET{DED JUNE M, Ml(l

NoTE I - GENEML LOI{G.TERM DEBTS (COr{TtitUED)

F. SECTIOiI,l(lSGUARAIITEED LOAII

0n September 14, 2006, he Municipal$_entea inb a loan guaranbe ommitnent of $3,000,0fi witr tre U.S. Departnent of
Housing and Urbar Developrrent {HUD) pursuant b an applbatbn under Seclion 100 of he Housing and ihilr;,ly
Development Ac{ of I 974 (Seclion 1 08).

The proceeds of $3,ftff,000 of fre loan guarantee cdnmi[rent are used by te Munkipality b finance [e orc.buction of a
public recreational faility. The prcceeds and uses of tre loan guaranbe conmitnent aG accounbd for in tre Sec{ion 10g loan
guaranlee, a fund in tle Otpr Cioremment Furds. The loan guarantee commi[nent is repai, wih grant awards Eceirred fo{n
tlrc Communfi-Development Block Granb (CDBG), adminisGrcd by tre Puerto Rico pass trough, 

-Offoe 
of tre Commissioner

9t !!u11if9!{aits (OCAM). At June 30, 2010, he outilandiry principal balance of fie ban guarantee commibnent amounted
to $2,833,fl)O.

G, CRIM SETTLEITEITT

For fie fiscal year ended on June 30, 2010 tre CRIM notity to firc Municipality frat fp find seffement of property hx advances
versus actual collections hrcugh fiscal year 2009 result in an overpaymen[ to the Municipality of $33,762.'At Lun6 30, 2010, G
oubtanding bahnce anounbd b $33,762.

H. STATE DEPARTMET{T OF LABOR. OEBT AGREETEIT

The Municipality enteed inb a financirE agleement wih 0E SHe Departnent of Labor, for tc payment of tre Munhipalit/s
debt for uremploymenl benefib. The balance at June 30, ZOl0 of hb agreement was $43,915.

I. STATE RETIRETE}IT SYSIET ADITIilISTRATIOil. DEBT AGREETEI{T

ln Apdl 6, !!10 trc [funirlpallty e{ered into a financing agreement wih tre State Retirement System Adminisffiion, br fire
pafne-nt ofhe Munlcipalitys debt br rctirement benefib of ib employees. Ihe balance aJune 30,20i0 of tris agrcernent nuas
$473,003.

T{OTE 
.I(l - DEBT RETREffi}TT

Revenues of tp debt servi:e fund consist of the ad-valorem pmperty bxes u,hich ale recognized as revenue wtren collected
from taxpayers and repoded by tre Municipd Rewrue Colleclir:n Center of 0re Commonrvealtr of puerio Rico to tre
Municipality.

These pmperty taxes arc accumulated by fn Municipd Revenue Collec{ion Center in cosb of he gernral obligatims bonds
issued by fle Municipdily. Payrnnb arc made h he Govemment Development BanI of tre Commonwealfr ot puero nm
from srch accumulabd funds by he Municipd Rerrenue Colleclim Center of prrrto Rico.

I{OTE I I - PROPERIY TA,\ES

The Municipali$ is, aufrrized by Law No. 81 to impose and collect pesonal and real property taxes. Under tre la 6 and
rEulations of tr Commonwedh, pelsond prcperty hxes car be impced h any natura or'legi person trat at January 1 J
each par is engaged in tade or business and is tr owner d persomt ryoperty used in trade or business.
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COTITOilIYEALTH OF PUERTO RICO
iIUilICIPAUTY OF I{AUMBO

NOTES T0 THE EAS|C FtitAt{CtAL STATEitEilTS (CoilTtNUED)

FOR THE FISCAL YEAR ENDED JUIIE 3{I, 2I}I(l

NOTE fi - PROPERW TAGS (COr{TttrUED}

Personal prcperty taxes are self-assessd by taxp.ayels eriery year genenlly using tre book vahr of perond propedy asseb
owned by he hxpapr d January 1 (assesvrnnt dde) and reporting sudr taxable valrc frrcugh a personal poperty tai reium-
filed on fitlay 15 subsequent h fE assessnent date. TtB htal personal property bx rab in 6rce it,lune ab, iOfO nas oig%
(of wfiich 2.30% belong b tp Commonryedtr of Puerh Rico and 4.03% bebngs to fre Munhipatity).

Real property hxes are assessed by CRIM. The assessment on real property is made every January 1 and is based on
estiqF!{.c9r-entvaluesot tE pope{ty.deflabd to 1957 martet pri}es. The btal ,ed property tai rab in force at June 30, 2010
wa 8.83% (of whictt 2.3096 belongs to he Commonnealth of Puerto Rico and 6.53% betongs to tre Muniripality).

ResiJential red property occupied by ib owrnr is exempt by law fom property taxes on tre first $1f,000 of tre assessed value
(at 1 957 ma*et gbes). For such exempt arnunb, fre Departrent of Tcasury assufltes payment of fre baic tax (4yo ard 6%
for persolal and red popedy, rcspeclively) b fre [,luniipality, exced for p]openy asseid of hss tran 6,Sim ta igsi
marfet pdces), for which no payment b made.

CRIM is responsible br tr billirB and ollec{iom of rcal and personal propedy hxes on behalf of fp Municipality. pdor to he
beginning of 9ac! fucal pa, CRIM inforns fire Municipality of fire estimaH amount of pmpe]ty ax expected t6 be collecbd
for the ensu]1q fiscal par. Ihroughout tre yea, CRIU advances furds b fp Munir'palio, tiaseO on fE inifid estimatJ
collec{ions. CRIM is rcquircd by law b plepate a se$ement slatement on a fucd year nasf, unereUy a conparison b made
betrveen tlc amounb advanced to tre Municipality and amornb etually collecH t6m taxpayers.

This set{ement has to be cornpleted on a peliminary basis mt labr hat eadl December 31. lf CRIM remib to tre Municipality
prcperty tax advances, dtich ate less han he prcpeny bx actually ollected, ar dditional Fopedy hx receivable is recdrded
at June 30. However, if advances exceed the anount acfually coll€cted by CRIM, an inbrydvem#nH payable is recorded at
June 30.

Law No. 81 pmvides for te levy of an annual specH tax of 1.03% of fre assessed value of all eal and persond properry not
exonerated t9m taxation. Such specid tax is levied and collected by CRIM. Colhclbns of his special ta( ae remitted t6 the
Commonrcalth's debt service fund for pafnent of debt servi:e on general obligatbns of fre Commonrcatrh.

ln addition, I .507o of lhe tohl personal and red pmpetty taxes colmd by CRIM is res'bicbd for te lvlunicipalit/s debt service
requirencnls and is rctained by GDB hr such purpoGes.

fne n{oitio@ Lottery Sysiem of tre Commonwealh (he 'Additir:nal Lofrery') is an operational unit reported as 31t enterprise
fund of he Commonr,veal0r, rdrich curenty operabs severd betlirE albmatives io Ep citizens of puert Rico. The Additional
Lottery is required every year to distibute a prlirn of ils excess of erenues over expenses as i orvs:

':' Thirty five peJEent (35%) of ib net eamirBs (defined as tc excess of rcvenues over expenses less ar arount earmafied
for he Fund for Rent and HorE lmpovement Suboily Program for the Lorslncome Oititying eHedy; is eamad<ed b the
munftipalities of he Commonruealtr, of whir*r a maximum of $26 million, on an annua oasis, is disu6iuo b [n Municipal
Equalizalion Fund leld by CRIM to cover operatiry expenses and pemanent imffovernenb of fire municipalities.

':' An additional anount not erceedir8 $16 million, on an annud bais, is distdbuted b he Municipal Equdization
Fund, provided it is wihin [p 35% conesponding to tre muniipalities of tre Commonnealtr. Wtren tre accumulated
municipal appmpdallms fiom the municipdities' Puetu Rico Healtr Refuim are overcd up to June 30, 1997, these
resources will be assigned to tp Healh lnsurance Administation, a component unit of tre Commonnedfr.
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COIIIIOiIWEALTH OF PUERTO RICO
ttut{lctPAUTY OF f{AU I{ABO

I{OTES TO THE BASTC FtilAt{CtAL STATETT|EI{TS (COrfimUED}

FOR THE FISCAL YEAR E}IDED JUNE 3{I, 2(li(l

NOTE 12 - VOLUME OF BUSIT{ESS TAXES

fhe Municipality b auhorized by Law No. 81 to impce and collect municipd lirnnse taxes on all hade or business activities
operated by any nalural or legal person wihin fte teritorial area of lr,launabo. Ihis is a self-assessed tar generally based on[p business volume measued by g]oss lales. Tte Mnnhipality eshDlishes tle applidle tax rates. At iune S0, mf O, the
municipal bx rates imposed by frc Municipality rvee 1.50% fcn fmancing imliMiom and 0.5096 for otrer types of taxpayens.
Any hxpayers hat ha\c been granbd witt partial hx exemptiom under ary of he inceflliw tsx larvs ol tril Commonwiatttr
ultimately pay municipd li:ense hxes at rcduced hx rates, generally betrveen 60% and g096 under standad rates.

Each taxpayer mus{ asses his/her conesponding municipd license hx by declaring hid?rer rolunB of busirEss hrough a hx
refum h be filed ewry Apdl 15 baed on tB atud volume of business generaH in he precediq calendar year.

Taxpayea wih a sales volunre of $3 million or moc mtst include audited finarial sHernenb wih treir ta( rctums. The bx can
be paid by tr hxpayer in trvo equal installr€Itb due on July 1 5 and January 1 5, suboequeil to 0|e filing of ttn declaratim.

The fist imhllment ofte hx coves tre six-rontr pedod ended Decemba 31, subseqtnnt b tn fling dab of tre dechration,
while he second insHlrnnt o, he- tax co!e6 _he six-nronfrr perin ended JurB 30 of tle sulsequent calendar year. lf i
taxpapr ebc{s b pay tp tax in full on he filing date of he declaration (generally Apdl 15), j SX Oiscount'ls grantsd
automathally on the btal hx ilount due.

Any municipd lioeflse taxes collected in advance (trat is, pe{tainirE to a ftrt re fiscal year) are ccoded as defened rewnues in
fie GWFS and tte GFFS (See tlob 9).

loTE t3-sArEsTA)cs

On July-4, 2m6, tle Legblatuie of the Comnonlealfi of Puerto Rirn approrcd Ad No. 117 ('Act l1n which amends trc
Puerto Rico lntemd Rerenue Code of 1994 b povi& for a sale and use hx of 5.5% to be iripced by'fre Commonnealtr
Go\remment Act'll7 dso adDlizes each municipality govemment to impose a municipd sale anO ulse hx of 1.5%. TIis
municipal sales ard use bx has in general tE same hx b6e and limihtions (except for unprccessed bods) as tnse prov1led
by he Commonwed$'s sdes ard use tax.

Section 6189 of tp Puetu Rbo lntemal Revenue Code of 1994, as amended, artrqizc fre Municipalities in puerto Rico to
impose a sales and use hx b consumeJs. TIis tax mrst be impced in confoimity wifir fire base, eiemptions and limitations
contained Subti{e BB of fie Code. Tle Municipal Sales Tax is specifically impced orcr dl sales bansachns of taxable items

1d corybined bansaclitns (as defiIEd by 0te municipal inbmd Gguhlion) taken plae wifirin municipal limib. Ttre lvfunicipal
Tax is also specifically impooed orer tre purchase pdce fo frre use, storage or consumptim of taxab{e hansac{ions (as defned
by Un municipal intemal rcgulatim) taken place wihin municipal limib.

The Municipd Legislature appm\Gd he imposition of 0n muniipal sales and use hx, eftc{ive on July 1, 2006. lndivir,uals,
organizations and entilies sutiect b ollecl tB municipd sales ard use hx musl file a tax rctum to fre Municipality. Tax b due
each 20h day of eah monh baed on tax ollec&d in frc precerlilg monUr. The Munhipd Ordinance does not irirpose specifc
restictiom or limihtiom on the use of fie municipalsales and use hx resources. Resoures ale ecodeo in fre gener, fiJnd
of trc lvtunicipality.
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t{oTES T0 THE BASTC FtilANCtAt- STATEmEilTS (COilnilUED)

FOR THE FISCAT YEAR ENDED JUIIE 3II, 2ll1ll

ilOTE 14 - I}ITERGOVER}IIIEilTAI- REVEiIUES

lntergovemmental evenues consist pdmarily of funds rcceived ftom fire Comnpnwealh of Puerto Rico, 'in lbu of tax"
paymenb from 0e Quai-public CoDoratbn, Puetu Rico Elecfic Power Aufiodty, and federal finarrcial assistance receh,ed
from federal govemment Granb and subklies receircd ftorn fre CommonrBalfir of Puerb Rico and federal agerries include,
among o$es, a geneal subsily for urban developrnent and capid impovemenb.

lntergovemmenbl revenues arc accounted for hmugh the Gererd Fund except fur hose dirccdy relabd to urhn development
and capital imprcvemenb, which arc mcounled for hmugh he State Assignment, Loans ard CDSG Funds.

I{OTE 15 - II{TERFUi{D TRAilSFERS

lnterfund t ansfes dudng te fscd year ended atJune 30,2010, are summarized as follows:

General Furd

General Fund

Tdsl

Munbipal Hospital

Fund

Other Govemmenlal
Fund

To mver operating
experditures

Debt retircment

$ 198,427

124.7fi

$al8

NOIE 16- ETROYEES RETREMEIT PLAI{

The Employee s Relirement System of tre Govemment of Puetu Rico ard its insrumentality (ERS) is ttre administrabr of a
cost-sharing multipb-emplopr relilement sysbm establbhed by tn Commonwealtr of ftrerh Rico. The ERS was ceated
under Ule Act 447, appmvd on ilay 15, 1951, as amended, and became efuiw on Jauary 1, 1952. ERS overs all mgular
employees of tle Comnnnwealh of Puerb Rbo ard ib insfumentdity and of cedain municipalilies and cornpornnb und not
coveed by teir own Etiremer systems.

Participatim is mardabry except for members of fre Legislaturc, Golemment Secrehies, Head of Agencies and public
lnsbumenhlity, Assishnb of fte Govemor, he Comptoller of tre Puerb Rico, Gubematuial Boad and Commithe appoinbes
and Expedmeftl Servlr Stalion emp@. ERS provirtes Etiremen! deatr ard disdility benefits. Dbability retitement
benefib are available to membes for_occupatinnal and non+ccupational disabilities. Retirement benefib depend upon age a
retirement and number of yeans of credited service. Benefib rrest after ten years of plan padhipatim.

The Municipality adopbd te requiterenb of GASBS No. 25 for all the carcer employees hat are covercd under the
Comronwedh of Puerto Rico Employee's Retirement Sysbm, a multiple+mployer public employee rctiGment system,
established by Sbte Lars.
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FOR THE FISCAL YEAR EIIDED JUilE 30, MI(,

NOTE 16 - EMPLOYEE S REIREI{EilT pLAn (CONnNUED)

Under the plan, 
.the eoployees and employa portions arc contribuH, for wtrich, he employee amount is wi0rheH from

salaries. cove,ed employees are reguircd by Commonucafih staftxe lo onbibute s.zsx ror ti.6-nrst Gso or *nmry,rrrryplus 8.2757o br the excess of his arount, or on he altemative, 8.275% of all sdarl. Tte MunlAfafty .ntiurt . to tf, ,i.t*
9.2757o of te padicipating employee's salaries.

Law Numbet 305 of Septemba 24, 1999, amendmenb tp Act Number 447 hat establistl a savings prcgram. All employees
aclive in he system as of Deoember 31, 1999 may elect to hansfu from define c"rtibrto,, pnfiril- o tre new 

-siJings

prcgram (a detrned corbibutim plan). Empbyees.in_ fre savings progran may now contifute fom a-minimum of g.275% upio
a maximum of 10% of freir monhly salary, and will invested in an *ount wiri*r will erurer: t.f r., , ii* rate based on t,"twcyear cor6iant Matudty Trcmury Note 

9r, (b) eal a rah equal b 75% of.he retum ot ne bffim s irrot ,r,t pormoro (r,"t
9! llgsement tees), or (c) eam a combinalitm of boh ahematives. lf at time of rctirernent;ffiffi benefib amount to
$10,000 or less may eled to receirc a- lump sum disbibulion up to fire accumuHJ b.n"fib. 

-uil;r 
ti" nery program he

retirement age is reduced trom 65 to 60 fur frose employees who pined tre curent pfa. * or .n r Ap,li'f , f Sg0.

The pension beneft for pailicipanb wtrc retirc- wih less tfran 30 year of seri:e h computed at fle rate of l r4% of heir average
compensatbn for each year of crcdit serui@ br tE remaining years. The System also provioes for oeaur ano disability 6;ib
and he assels of fre System pertaining to tn parlicipant employees.

A variety of signifcalt actuarial assumptior6 a]e used to determine fre standad measure of fre pension berefit odigalbn andtese assumptions arc summadzed below:

* TtE present value of he irture pension paymenb was computed by using a discount of sr6.

,, Fufure pension paymenb rcflecl an assumption of a 6% salay irrrease.

All employees hat do not elec{ to fansfer, for_the new pogram ard who at tre lime of employment are 55 yea6 old or less are
elbible to padhipab in tte sysbm. pension benefib br partcipanr wtur ao years of servE'ie; hi.;

YEARS OF
SERVICE

30 or mote

30 or more

PARTICIPAI{T'S

AGE

55 or less

58 or more

PEIISOiI BEilEFTTS

6570. of 0r average of tre trree years of hQhest sahry during the
employee's service pedld.

75%. of 0n average of he hrce years of higtest salary dudng he
employee's seruice pefud.

7570. of the average of tre trrce years of highest salary during tre
elgloyee's servir perbd (employees started rvorking afiuApd 1,
1990).30 or more 65 or mom
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NOTES TO THE BAS|C FrilAilClAL STATET{EI{TS (Coi{TNUED)

FOR THE FISCAL YEAR EI{DED JUTIE 3II, 2(l1(l

NOTE 16 - EITPLOYEES REIIREI{ENT PLAN (COI{T|1{UED)

The amount of the totd pension bereft obligalion is based on a shrdardized measurement eshblbhed by GASBS No. 27,

Finatcial Repoding lw Defined furefit Pqrsion Plars trrl l,lofes Dsdosup for Defned Crr:iriknilns Hats. The shndadized

me6u6ment h he etuaid present value of estimated defircd persbn beltefib, adjusbd br he eftcls of pojec:ted salary

incrcases and steprab benefib, eslimabd to be payable in frc futule as a rcsult of employee services perfurmed to dab. The

measure is interded to help users assess he Sysbm's funding sbhrs on a goitu{offem basis, assess progrcss made in

accumulating suficient asseb to pay berefb when drc, and make comparisons among otler public ielircment systems. Tte
measure is independent of tre actuarid funding mefnd used to detemine contibutbns b he plan'

The membe6hip of rctirees ad bercficiaries cunenty receiving benefib and teminabd employees entifled to benefib, but not

yet receiving benefib, ard aclive employees and he distibulion of ative employees between vested and norvested is rpl
readily awilable.

Contibutirms in 2006 and pdx yean vyere made based on percentages esbblished by [e law. S(rh percenbge has not been

based on acfuarhl st dies, a rcquired by accounting ptin ples gererally accepted in 0p United States of Amefua. An

actuarial compihtion of tle annual onfibution applbable b he Municipdity hc not been prepaled. Accodittgly, he accounb

by wlrich fre *tilal conEibutions diftr fiom fn rcquired actualial cmtrifutbns ale not kmvm.

The total pension expenditurcs rccorded in fre cabgo{y d adminishatftm for he fiscal year ended June 30, 2010 was

apprcximably $114,951. Allemployees who at tre tinre of employllpnt a]e 55 yeals old or less ate elbible to parlicipab in fle
Sysbm. No bernfit b payable il tre panicipant rcceives a rcfund of his *cumulabd onfihttions.

The hhtricd berd inhmatim regading the accumulatim of aseb and pension berteft obligalion in tte ERS is not available.

For he teGyear trcnd inhrrnlim, reftrr to he separably issued fnancial sHements of t|e ERS as of and br te fiscal year

ended Jurp 30, 2010. The P.R. Relircment Plar Adminisffiim poviths additiond infomatim of [p ERS. Ihey issue a public

avaihble finarrcid rcport [Et includes financial slabrnenb aod ]equired supdemenwy inbmation for ERS, as a @mponent

unit of f1g Commonwealh of Prrrto Rho. That report may be obtdned by tuiting to he Mminisbalion at PO Box 42003,

Minillas Sbtion, San Juan, P.R. 00940.

ilorE t7 - coilItt{GEt{clEs

A" CLAilS AND JUDGTIIENTS

The Muniripality is, at present, a dehndant in a number of bgal mattem hat adse from alleged impmper appli:alim of policies

and negligence in the ordinary cource of the Municipality's activities.

It is managements opinion, based on tre advir:e of Ere legd counsel, hat fe potenthl claims against he lrunicipality not

covercd by insurance will not materidly aftc{ fre fnancial esources ltx ib payrcnl

ln addition, the Muniipdity h a debndant or ccdebndant in severd legd foceedings, which ae in discovery stage. Certain of

these clairr6 are covered by insurance. Legd counseb wih he infomalh curenty available cal not debrmine the fnd
outcorp ol firese floceeding. Holvever, it has been tB ifuoicipalit/s expedence hat $ch etiorE are setted for amounb

substartially less ttan the claim amounb.
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COMI{OT{WEALTH OF PUERTO RICO

MUNrcPALITY OF iIAUMEO

NOTES TO THE BASIC FIMI{CIAL STATEIilEI{TS (COilTlt{UED)

FOR THE FISCAL YEAR EI{DED JUTTE 3II, 2II1(}

NoTE 17 - COt{TlilGEt{CIES (CottTlNUED)

B, FEDERALGRAIITS

ln the nomal course of operations, the ltrfunicipality receives gralb from valbus Federal and State agencies. The grant
programs ate subiect to ardit by agenb of he granting autrdty, the purpose of wttich is b ensurc compliance wih conditions
precedent to fr granling of funds.

NOTE 18 - ACCOUTITIT{G CHAMiES AI{D RESTATEIIEI{TS

A GOVERT{TEI{TAL FUI{D FIM,}ICIAL STATE]TEilTS

The ircllowing restatemenb have been made in the govemmenbl fund fimncial slaternenb, which are repoded as an

adjustnent to he beginning fund balances:

Constucton
Loans
Fund

Debt
Servlce
Fund

Other
Govemmental

Fund

Fund balance, beginnirg

Adjusunelt to he State

Retirement System

Adminbfatlon debt

Reclassificatbn of tlle State

Retirement System

Administration debl
agrcement

Coreclion of cash balance

Major Fund reclassifcation

Fund balancq beginning as

re3tded

Genenl Fund

$ (2,s18,r36) $

(72,460)

t]e11ls3l

1.074.298

unz429t

$ 739,347 $ 2,741,862

(254,559)

(1.074.29E)

Total

$ 963,073

(72,460l.

473,003

(254,559)

L__ZIgllZ tjll3^005 t-ll!9.052
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COiIilOIIWEALTH OF PUERTO RICO

iIUi{ICIPAUTY OF ltlAU}IABO

NoTES TO TltE BASIC FlilAllClAL STATEIilEIIrS (COI{TIXUED)

FOR TTIE FISCAL YEAR EIIOED JUNE flI, 2II'I(I

NOTE 18 - ACCOUilTIIG CHAilGES At{D RESTATEIIEi{TS (COI{T|1{UED)

B. GOVERiliIEI{TAI WDE FIMT{CIAL STATEITET{TS

Ttp folbwiru restatemenB have been made in the govemmental wide finarcial sHemenb, which are repolted as an

adjustnent h Sn beginning rct asseb:

TfiI

Net asseh, beginning

Adjustnent b tre Shte Retircment Sptem

Adminishdkm debt

Conection of cash bdance

Net assets, beginning as rectated

$ 14,250,M8

(72,4ffi)

(254.559)

U3.923^029
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COilMOilWEAtIH OF PUERTO RICO

]TUTIICIPAI.JTY OF IilAUilABO

BUDGEIARY CO}IPARISOII SCHEIruLE. GEI{ERAL FUI{D
(SEE IOIES TO BUDGETARY COTPAf,USOII SCHEDULE)

FOR THE FISCAT YEAR EI{DED JU}IE O, ZI1ll

Budoded AmouEb
Odsind Final

Varlance with
AduCAmounts Final&dgd

(Budg€hty Bcb) Poillve
(So. l{do Al (ilesative}

REVEilUES:
Property ta,Gg

Volume of Business Taxes

lnteeovemmefl H Revenues

Liens€s, p€fmits and ohor local taxes

Rent of ft,perly
Miscdlarcous

Totel rsusruo.

B(PEI{DIAJRES, ETICUXBRAI{CES AI{O

OTHER FIilA'ICIilG USES:

Cun€nt
Mayor ad Munkipd Legislahtre

Generd gowmment

Publi: sabty
Public wotks

Culfure ad Recreatim
H6dh ald Satitatioo
Humar Servho ad Wetfae

Tdal oxpendfu.o., oncumbranc6 aod o&0r
llnancing ute
EXCESS (DEFICIEIICY) OF REVEI{UES OVER

(uilDERl EXPEIDTURES, EllCUtBR I{CES

AilD OTHER FlNAflClt{G STURCES (USESI

I 8ft,512
zffi,443

5.205,808
500,000

12,000

462.000

7.2ff.821

163,046

2,32,668
135,662

2,352,543

611,512
858,611

752.721

7.m.8n

162,366

2,ffi2,4fi
118,012

2,124,sfi
576,252
852,101
711.t01

7.M.823

i--------------i

$ 826,572
1fi,324

5,589,589
't95,110

6,673
188.2'8

6.962.51r

14$,217

2,571,88
119,205

2,657,7n
578,881

u9,072
71 t.890

7.437.832

i-CIzllull

3-
(44,119)

38i1,781

(304,890)
(5,324

w3.7571

Q44.3121

.16,,149

87,6m
(1,193)

(533,196)

Q,6nl
m,0n

fl891

(23r.009)

i_r4zilt2lt

$ 826,572
2fi,443

5,205,808
5(x),000
12,0m

162.0q)

7.M.88

46



COt{lilOilWEALTH OF PUERTO RICO

itt iltctPAUrY 0F ttAUMBo

I{OTE TO BUDGETARY COfTPARISON SCHEDT'LE. GEilERAI. FUIIO

FOR THE FISCAL YEAR EIIDED JUNE 3II, 2ll1(l

I{OTE A - EXPTAilATIOI{ OF DIFFERET{CE BETWEEN BUDGETARY II{FLOWS A}ID

OUTFLOWS ANO GAAP RB/EilUES AID EXPENDMJRES

Erplanation ol Difretonce3:

Sourc6rlniorE of rGources:
Actual amounb (budgehry basis)'available for appropriatitm'from fte budgeky cunparison sdtedule $ 6,962,511

Differencesbudget to GMP:
Prior and c1lnent GMP adiusfnents to re'renues 33.094

Total ret/enues and oher financing sources as reported o0 $e statement of reveflu6, expendifures, and

changes in tund bdances l-0195-601

Usosroutf, ouu! of rosourcB:
Actud anpunb (budgetary basis)'total dlarges to appropriations' from he budgehy comparison sdedule | 7 ,437,832

Difforences{udget to GMP:
Prior Year expe0difure are not (litffof,E of budgetdy resources but are aeenditrrs fo. financial purposes 108,713

Enolmbrarces fin supdies ald equipme0t otdered but not received are reportsd in he yea
fre order is placed br fudgetary reporting purposes (114,613)

GAAP adiusfnenl b expenditures 596.067

Totd expenditrres and o0rr financing uses as reporled oa he statement of revenues, expenditurB, and

dranges in tund balances i-0O22999
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COIIIiNONU,EALTH OF PUERTO RICO

I{UT{ICIPATJTY OF MAUNABO

SCHEDULE OF EXPEIDIURES OF FEOERAL AWARDS

FOR THE FISCAL YEAR E}IDED JU}IE 3II, 2(l'I()

Federal Grantor/Pass-through
Granlo/Prfiram or Cluster TiSe

U,S. DEPARTI'EilT OF AGRICULTURE:

Pass-through State - Departnent of Edrcation:

Child and Adult Care Food Program

Total U.S. Depaltment of Agdculture

U.S. OEPARIITEIIT OF HOUSITIG AND URBAil

OAELOPI{E}IT:

PassTlough Shte - Ofrce of trle Commissioner

of Municipal Affairs:

Communily Det elopment Block Gmnb - Stab

Prognam

Community Developrnent Block Granb - Stab

Program (Recovery Ac't Funded)

Total Community Development Block Granb -
Cluster

Community Develognent Block Granb -
Section 108 Loan Guara[ees

PassThrcugh State - State Deparfient of Family:

Homelessness Prcventbo ard Rapid Re
Housing Prcgnam (Recovery Act Funded)

Emelgency Shelter Granb Program

Pass-llrmugh State - Puerto Rico Housing

Administation:

Public and lndian Housing

Total U.S. Department of llouslng and

Urtan Oevelopment

Pa$-hrough Entity
ldentifying l{umber Expendltur*

10.558 N/AV i 30,850

30,85t

Federal
CFDA

l{umber

14.228

14.248 N/AV

09.AB

0&A&FC
07-A&FC
OGA&FC

()}A&FGDR
O+A&FE

0$Fc

()8-A&AR

272-12200N44F-
2009-s080c720001

N/AV

1,037,583

222,89

1,260,472

213,548

11,599

13,378

347.M2

14.2s5

14.257

14.231

14.850 2008-00029G1/B
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COlillilOilWEALIH OF PUERTO RICO

I{UiIICIPALITY OF ITAUi{ABO

scHEDUt-E OF EXPEXDITURES OF FEDERAL AyYARDS (Cot{TliluED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2I'I(l

Federal GrantorlPass'through

U.S. DEPARTMENT OF HOIIELANO SECURITY:

Passltroqh State - Offce of 0e
Governor

Public Assistant Grant

Total U.S. Depailmerit of Homeland

Secudty:

U.S. DEPARTiIE]{T OF HEALTH AI{D HU}IAN

SERVICE

Pas+Throqh Shte - Offce of Govemor, Regional

EHedy Office:

Special Program for Aging, Tite lll, Part B

P*sThor4h State - AdminisFation of ChiHren

and Families:

Chi6 CaIe and Det elopment Bhck Grant

ARRA - Chi6 Carc and Derrelopment Block

Gmnt

Total Child Care and Development Block Grant -
Cluster

Total U.S. Deparlment of Health and Human

Seryice:

TOTAL EXPEilDM'RES OF FEDERAL

AWARDS

Pas+$rough Entity
ldentifylng ilumb€r Expenditur*

N/AV 2n,442

m,42

N/AV 60,875

Fed6ral
CFDA

l{umber

97.036

93.045

93.575

93.713

241-2010-m0040

241-2010-0tp,254

468,778

13,803

482,581

543,456

I 2,W8n

See notes to fire Schedule of Expenditu]es of Federd Awads
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C0i,llilOilWEAtlll OF PUERTO RICO

TUilICIPALITY OF fTAUMBO

NOTES TO THE SCHEruLE OF EXPET{DIruRES OF FEDERAI. AWAROS

FOR TTIE FISCAT YEAR EilDED JUI{E 3II, 2OI(l

NOTE 1- GEIERAL

The mcqnpanying Schedule ol Expenditures of Federal Awads includes tp federd grant activity ol the Municipality of
ilaunabo, Puerto Rico (Munioipalrty) and is gesented on he modilied accrud basb. The informalion in fiis schedule

is presentsd in accordance wih he requiremenb of OMB Ciruhr A-133, Atdib of Sffis, Local Govemmenb, and

Non-Prcfit Oqanizatims. Iherefore, some amounb pesenbd in hb schedule may differ fom amounb pesenbd in,

or used in fire pregaalion of, tre general-purpce financial statemenh. The ,eporlirtg entity is defined in Nob (1) (A) to
tre general-purpose comtined financial statemenb.

NOTE 2 - SUi$llARY OF SlGillFlcAlfr ACCOUT{flilG PoUCIES

L The acmmpanying Schedule of Expenditurcs of Federd Awards is prcparcd ftom Municipalit/s munting
rccords and b not intended to present foancid position or tc resulb of operations.

2. I}e Municipalily in accordance wih he terms rccords the finarrid tansacticns and cottditions of he granb, whir:h

ae consisbnt wi$ accounting Finciples generally accepted in te United SHes of Amefta.
3. Expenditurcs are recognizd in fie accofiting perbd in wtich he liaUlity is incured, if measurable or when

acfually paid, wltichever occurs first.

NOTE 3 - FEDERAI. CFDA }IUIIBER

The CFDA numbes ircluded in his Schedule ae detemined based on fp progftm nixne, review of grant coflhacl

infomation and he Offce of ltlanagement atd Budgets Cahlogue of Federal Domeslic Assistance.

TIOTE 1- PAS$TTIROUGH GRANIOR S I{UT8ER

State or locd gpvemnBnt rcdistibution of ftderal anads b he Muni:ipdfi, beated as if hey wele received dirccdy

from fire federd gorcmmerrt. OMB Circular A-133 requircs he schedule to include [p name of he pass-frrough enlity

and identifying number assigned by 0e pas+trmugh entity ftr hdeml arads received as a sub recipient Numbes
idenlified a l,l/AV ae not avaihble.

NOTE 5 - IOAI{ OUTSTA}IDIIIG

The Municipality had al oubtading loan balance under prognm Sec{ion 108 Loan Guarantee Assisbrrce (CFDA ltlo.

1 4.248), hr wtrich [c arartor does not impose continuirB conpliarce ]equircmenb. The ouHanding bahnce of he
loan at June 30, 2010 was $2,833,000.

NOTE 6 - iIA.'OR PROGMTilS

Maior programs are ilentifed in tire Summary of Audilo/s Resulb Seclion of fle Schedub of Findings and Queslioned

Costs.
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C.r{tfi€d Publto Account8rrt,

IiIDEPE}IDENT AUDITORS' REPORT OI{ Ii{TERNAL CONTROL OVER FIM,ilChL REFORTIilG AND OI{
COilPLIAIICE AND OTHER I'AITERS BASED ON AI{ AUDIT OF FII{ANCIAI. STATE'{EilTS PERFORI{ED 11{

ACCORDAT{CE WTH GOVERI{TET{T AUOITIiIG STAI{DARDS

To the llonoraHe llayor and

llembea of fie tunicipal Legislature
Illunicipallty of taunabo, ftierto Rico

We have audited the financial staternenb of the govemmenhl activities, eah mailr fund, and fn aggrcgate rcmaining

fund information of Municipality of aunabo, Perto Rico (Municipality), as of and for tp fiscal year ended June 30,

2010, whbh collectively conprise ffc [funicipalit/s basic fnarid stabnpnts and have issued our repo{t tlercon
dated lrilach 18, 2011. The report on the govemmenhl fund fin$cid stabrBnb wa qualified br fie interfund

bahnce6. Also, fre repoil on the governmenhl wide finalrial staternefit has an advese opinion becarce we wee
unable h obtain competent evitential matbr relabd to tre capital asseb $fii$ indude fie infrastuuctue. We

condrrled our audit in acordance witr audfirp shndads generally meptsd in he United States of Amerix and the

standads applirzble lo finarrcid audits contaired in Gwenment AudW Stafrads, issued by te Comp[oller

General of tp United Shtes.

lntemal Control Over Financial Reoodino

ln planniry and perfuiming or audit, we mnsidercd he Munhipalitys intemal contol over finarcial reporting as a

basis for designing orr arditing procedures br fle purpse of exprcssing our opinirn on he fnancid stabmenb, hrt
not br the purpose of expressing an opinion on the efiectiwness of he Municipality's inbmd confol otler finarcial

reporting. Accodingly, ne do not expcss opinion on the effec{iveness of [c Munlipalil/s intemal confol over

financial eporting.

gur mnsideratirn ol intemal contol over finarrial reporliry was for he limited puryme described in fe precedirg

paragraph and w6 not design n ideffi all deficiercies in intemal contol over financial repoding fnt might be

signifrcant deficiencies or nrderial rve*nesses and heefore, therc can be no asurarre hat all deficiencies,

significatt deficbncies, or material r eaknesses have been identified. Holever, 6 described in he accompanying

Schedule of Findings and Questioned Cosb, rre klentifpd cerhin deficiencies in intemal cdtrol over financid reporting

that we consider to be materid weaknesses.

A deficiilcy in intend contm/ exists when he design or operafnn of a contol does not allow management or

employees, in the normd couse of pedorming 0reir assigned functions, to prevent or detect and corect misshbments

on a timely basis. A mdend neaftness b a deficiency, or combination of deficiencies, in intemal onUd such hat here
is a reasonable possibility trat a materhl misstatement of tE enlivs fnancial statemenb will not be prevented, or
detected and corected on a timely bab. We consirlrer fre deficiencies described in tle accompanyittg Schedule of
Findings and ouestibned Cosb to be matelial weaknesses. Findings 1&ll{1, 1Gll42, 10-ll-03 ald 10-ll-04.

P.O. Bor 868, PrlEor Stroet, ut1 oe North, GE.y8Ee, P.B. ooza6
Tor. (7a7) EOrr-64OO . F8r (74?) E64.66OO . Gpapsdroo@botDsll.com



INDEPENDENT AUOITORS REPORT Oil II{TERML COilTROL OVER FIiIAI{CIAL REPORTIilG AT{D ON

coiptr,rrcr mD oTHER itATTERs BASED olt Att AUDfr oF FtllAt{clAl sTATEilEirTs PERFORiIED lt{

ACCORDAT{CE Wlr}l GovERilllEilT AUDlTlt{G STAI{DARDS (COt{TlilUED)

Compliance and O(her llaters

As part of obtaining maonable assutiul@ about wheher he Municipali$'s financid stabmenb are flee of material

,iJ.tr*rt * ftrto,r.O tesh of ib compliance wih cetuin pmvisions of laws, rcgulalbrs, contracb and grant

A*r.nS, noncompliance wih which ouid have a diec,t and mderid efiec{ on fie deteminalbn of financial

rfte*nt amounb. tior,vever, prcvirling an opinion on ompliame wih tnse povisiom was not al obieclitrc of out

,uOit, .rO accodingly, we do not express such an opiniofl. The rcsulb of our tesB disclosed no instarrces of

noncornpliance or otrer mattes that arc requiled to be reported under GorammqttAtrtihg Sturduds.

We noted cerbin maners that rrye reported to management of he Municipality in a separate letter dated March 18,

2011.

The Municipdity's responses to tre findings irlentified in ou audit arc described in fie accompanyiry Schedule of

Findings and Oirestlori:O Cosb. We dirl not audit he Municipalit/s rcsponse and, mrdingly, ue exptess no opinbn

on it.

This repoil b inbndett solely for tp informatbn and use of tre managerEnt the llonorable Mayor and iilember of

fte Milbipal Legblatuie, Oifioe of tre Commissinner ol Mr.rnicipd Afrairs, and ftderd awading agencks and pas+

trrough en'tilies and is not intended to be and should not be used by anyone oter han hese specified pailies.

Guayama, Puelh Rico

March 18,2011
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Ccrtlicd Publlo Acoountsot

II{DEPENDENT AUD]TORS' REPORT ON COI'PLIA}ICE WTH REOUIREIilENTS THAT COULD HAVE A DIRECT

aito r,rlrEnrlr erFEcr oN EAcH mAJoR pRoGRAt{ AND oil I}ITERML coilrRot OVER coilPLlAilcE lt{

ACCORDANCE MTH OMB CIRCUI.AR A-133

To the Honorable l/laYor and

Member of the Municipal Legislature

Municipality of Maunabo, Puerto Rlco

Comoliance

We have audited Municipality of Maunabo, Pueilo Rico (Municipality) compliance. wi0t ry ty.Io.of compliance

"qr**rS 
Oo.ribed in'he bMB Circ ular A-133 hmplia.rf- Supplernart trat ould have a dircct and mabdal eftct

on-.*fr ot frfrnfp.frty's maix 1gderal pograns br llre fiscal year ended June 30, 2010. The Municipality's mair

teo."i p,og,a.r ire iienrin* in tre summary of audito/s resulb sectim of he aompanying Sclcdule of Findings

anO Orirfi6n* C*s. Compliance wifr fr requiemenb of laws, regulalions, conts&b and gcnb applicable to each

oi iS m+, f*er4 programi is he responsibility of he Municipalitfs management Our rcsponsibility is b express at

opinion on Municipditys comdiance b6ed on our audit

We coducted our audit of mmpliance in accodance with auditing standards generdly mepbd in he United States of

A*r,i.AC *"nU.rtr apptirUte to financial audits contain€d in Govenunail Aullilittg Sfaldalds, issued by fie

Corpir,iff., O.*l of fd'Unibd Stdes; and OMB CircuhrA-133, Audib of SHes, LM Gwernnqfi, dfr Notl'

pri{ O,g"iril",,t Ttpse shndards and OMB Circular A-133 require hat rve plal and perfom-he audit to obbin

".*naif. 
asurarce about whefrer noncompliance wih he types of mmplignce reCllienenF refered 1o above hat

;rE h.* a dircct and materhl effect on a maior federal program occuned. An audit includes examining, on a test

Olrii, afi*r .U.rt f|g Municipality's compliance wiffr hose equircmenb and performing such ofier procedures a
;ffrid;A necessary in fre circuinsAnces. We believe hat our audit Fovides a reconable. basis br our opinion

ijrr .gOitOoo *t pmvrte a bgal determination on the Municipalit/s comPliance wih ttose requiremenb'

As described in items 10Jll{7, lGlll-o8 and 10lll-10 in he accompanying Sctedule_of Findings and Questlmed

6sG, f,e Uunlcipality tlil not comply witr requiremenb regardiru 
_Cash 

lvlanagennnt Procurernent Suspensbn and

Oi6r*."f anO iA6dng trat are applicable to b Community Develo$nent Block Grant. Compliance wih srch

"q;il;.t 
is necissary, in our opinion, for ttn Muniripality to comply wih tre equiremenb applicable to hat

program.

As described in item io-lll-1'l in tle accompanlng Schedule of Findings and Qrrstioned Costs, fptlunicipality did

,"t .-.-r,pii"ifr nequirement regading Reporting 0ra f applcable to ib PuHic and lndian Housing' Comp$ance witt

iuin 
-"d,rir"ment 

ii necessary,-in ouiopiniln, for fre Municipality to comply witr te mquiremenb appli:able to that

program.

ln our opinion, except for 6re noncompliance described in tre preccding paragraphs, he Munbipality complied, in all

.ri*.f ?.p".t, wih fre ompliance mquirem€nb rehned to aFve-hat could have a diec{ and material effect on

l*f, 
"i,s 

,.i, f.Oeral programs br te iscal year ended June 30, 2010. The resulh of our auditing pmcedures abo

Olsctos* otner instances of noncompliance wifr trose rcquircmenb, which are required to be reported. in accordance

witf, Ofvfe Ci,cufarn-133 and which ire descdbed in fire accompanying Schedule of Findirqs and Questioned Cosh as

items '10-lll-05, l0Jll-06 and 10-lll{9.

P.O. Bot 869' P.lEot
Tel. (?E7) ao4.64eo '

gtroot, *il 
"" 

North, Guryeue, P.B. oozaE
tr.r (?A?) a64-658O ' cpePedroc@botEsll.Got[



INDEPENDENT AUDITORS' REPORT OT.I COTPLA}ICE WTH REQTJIREITE}ITS THAT COULD HAVE A DIRECT

AND ilATERIAL EFFECT ON EACH MAJOR PROGMI{ AiID Oil IT{TERMLCOI{TROL OVER COftiPLIAt{CE Iil
ACCORDAT{CE WlrH OMB CIRCULAR A'133 (COilTI}IUED)

lntemal Control over ComPliance

Management of Municipality is responsible for establishing and maintaining effective intemal conbol over.compliance

wifr the requircmenb of la$15, regulations, conFacb and granb applicable to hderal prqrams. ln phnning and

performirg our audit, rrc considered Municipality's intemal contol over compliance witt he requiremenb hat couH

irave a Oirect anO material efftct on a maior federal piogran to detemine trc auditing pmcedums for he purpose of

expressing our opinion on compliance and to test and report on intemal contol over compliance in accordarre witt

OMg Circutar A-133, but not for the pupose ol expressing an opinion on the eftctiveness of inbmal control o\rer

compliance. Accodingly, we do not express an opinion on the effectiveness ol MunicipaliVs intemal contol over

compliance.

Our consideratjon of intemal contol over compliance was for the limited purpose descdbed in ffe prccedirE paragradl

and was not designed to identity all deficierries in inbmal conhol orier compliance hat might be significant deficiencies

or material weaknesses and herefore, thee can be no Asurance hat all defrciencies, significant defciencies or

matedd vleakrpsses have been identified. Horvever, as discussed below, we idenlified cefuin deficiencies in intemal

conbol over compliance that we considercd to be material lveaknesses and oher deficiencies hat we consi{rer to be

significant defciencies.

A deftciency in htemd cortrd over conplidtc€ erists when fre design or operatbn of a confol does not allow

management or employees, in the normd couse of perfuming tnir assigned func{ions, to prevent or detec't and

conect, noncompliance wih a type of compliance requircment of a federal prcgram on a timely basis. A mdeid
wsar(ress in intemd 61infl ova conpliate is a deficiency, or comtinati6n of Gfciencies, in inbmal contol o\rer

compliance, strh frat here is reaonable poesibilfi tnt materid norrconrf$ance wih a tyle of complhnce

requimncnt of a federal program will not be prevented, or debcted ad conected on a timely basis. We comirer the

deicbncies in intemal control over compliance described in fle accompatying &hedub of Findings and Questioned

Cosb as items 10-lll-07, 1&lll-08, lGlll-l0 and 1&lll-11 to be material weaknesses.

A significant defriarcy in intend @nd ovet corndiila,e is a defriency, or a combination of deficierrctss, in inbmal

control over compliance wih a type of compliance requirement of a Heral plogram hat is less severe han a mahdal

neakness in intemd control orrer ompliarrce, pt important enough b medt atbntion by $ose charged wifit

govemarce. We consilercd he deficiencies in intemd contol over comfliarce described in he acompanlng

ScheOule of Findings and Questbned cosb as items 10-lll{5, lGlll{6 and 10lll49 to be significant deficiencies.

The Municipaliry's responses to he lindings identified in our aLdit are described in he accompanying Schedule of

Findings ard Questioned Cosb. We did not audit fire lvfunicipality's ,esponses and, accodingly, we express no opinion

on he rcspnses.

This report is intended solely br the inbrmation and use of he management, the Hornrable Mayor and lvlembers of

the Muhicipal Legislatue, Offce of tre Commissioner of Munbipal Afi'airs, and fedenal awading agencies and pass

ttrrough entities ind is not intended to be and should not be used by anyone ofier han hese specifed parlies.

W*S:K#
License Number 5200

Guayama, Puerto Rim
March 18,201l
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COTIONWEALTH OF PUERTO RICO

IiIUNICIPALITY OF MAUi{ABO

SCHEDULE OF FII{DIiIGS AIID OUESTIOI{ED COSTS

FOR THE FISCA! YEAR EI{DED JUNE 30, 2(l1ll

SECT|OI{ l- SUlitrlARY 0F AUDITOR'S RESULTS

Financial Statemenb

Type of audibr's report issued:

lntemal control otref financial eporting:
Materid vueakrcss identified?

Signifi cant defi ciencies idenlifi ed?

Noncompliance matelid to fnancial stabrpnb noted?

Federal awards

lntemal Contol over maior prcgrams:

lvhterid nueakness identified?

Sigrificat deftiencies identified?

Type of audito/s report issued on compliance for mafrr
programs:

Any audit fndings disclosed tnt are equircd to be rcported in

accordance wih CircularA-133, Section .510(a)?

ldentificdion of maior prmrams

Qualified for fund ffnanclal statement
and adveFe for govemmental.wide

ftnancial statemenb

No
i,lone reported X

NoX

No
None rcported

Qualified, except for Child Care and
Development Block Grant Clustr

Yes X No

Yes X
Yes

Yes

Yes X
Yes X

14.228t 14.255

14.850

93.575/ 93.713

Dollar threshoH used to distirBuish

A and Type B programs

Community Derielopment Block Grand State's Ptogram Cluster

Public and lndian Housing

Child Care and Developme{ Block Grant Cluster

between Type

$300,000

Yes No XAuditee qualified as low-risk auditee?
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COiIfTOilWEALTH OF PUERTO RICO

MUNICIPALITY OF iiAU}IABO

SCHEDULE OF FINDINGS AND QUESTIOI{ED COSTS (CONTINUED)

FOR THE FISCAL YEAR EilDED JUilE 3II, 2l)1O

SECTIO}I II - FIilATICIAT STATE]IIET{TS FINDINGS

FlltlDlttlc

REQUIREIIE].TT

colrDtTtol{

CONTEXT

10-[.01

ACCOUNTING RECORDS AND REPORTII{G SYSTEIil

The Municipalfi did mt maintain an accounting system hat generates ffiurab
accounting infurmation for he preparalirm of 0n finarrid statemenb in onfomity
wih generally accepted accounling ginciples (GAAP).

During our examinalion of te rccounliry cych, rve mted hat te Municipalit/s

accounting rccods arc maintdned in he cash and budgehy bais ard at he end

of year, pensonnel ol he Finance Depaffneart and exlemd consultants

summarized in elec-tonic wortsheeh the rcvenues, expendifurcs, encumbrarces,

capitd mseb bansac{ions, accounb Eceivables, ac@unb payath and long tem-
debb. Ihese rrcilstreeb are used br 0le preparation of 0n fnancial shbmenb'

Also, uc mted he following condi[ons dudng our evaluatftrn of he accounting

cycb for tre fscal year 200$2010:

a. Accountirp hanse{ions are curen y accounbd simultaneously thmugh a

manual and a ccnrputerized acounting sysbm for whhh no recorciliation

procedues are made among them. These accounling systems does not

provile for a self bahncing set of accounb for each furd operated by [r
Municipality;

b. Botr accounting sysbms does not help management to distinguish betlveen

expenditurcs ircuned and ercumbrance and does not pmvide reliable

financial infumatim of fansactiots related wi6 capihl 6seb' accounb

receivables, accounb payatles ard long-term debb;

c. The acounting personnel does not maintdned a ttilodel 4a (the manual

:rccounting system hat sunmarized he cah barsactions of he Municipality)

for fre montrly caslr tansac{ions of fre Genenal Fund and [n special revenue

funds of te Munkipdity;

d. No adequate yearend closing entries procedurcs werc made.

Articb 8.010 (b) of Stab Act Number 81- Ley de Mniripios Attonunos de, Eslado

Libre Asoci* de Puetto Rrco of August 30, 19111' shtes hat he Municipality

must maintain ib fund accounting in ffioldance wih GMP. ln addition, Article

8.010 (c) stams hat fle sysbm used mr.st produce relhble rcporb and finarcial

statenrenS, provide compleb inbrnalion about he rcsulb of operations and

include tre necessit.y intemd contob to account ftn all funds, c4ital assets and

olher 6seb.
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COttlftl,0NlVEALTH OF PUERTO RICO

I'UilICIPALITY OF MAUMBO

SCHEDULE OF FlilDlllcs At{D QUESTIO}IED CoSTS (Cot{TlIUED}

FOR THE FISCAL YEAR ET{DED JUI{E 3II, 2(l1(l

sEcTlot{ ll- FlMt{clAL STATEMEi{TS Flt{Dlltcs

Fn{DtNG 'lGll-0t

REeutREitEr{T ACCOUT{TING RECORDS A}lD REPORTIi{G SYSTEIil (COilnNUED}

cAUsE 
il."I:lf,i',Xy##.ffffi',ffi',H*:ffilmlfi:,'Hi[
accounting records.

EFFEST lhe Municipality is not in compliarce wfi tuticles 8.010 (b) and (c) of he State

Law Number 81 of August 30, I 991 .

REcottENDATtot{ We recommend managemefit to establbh he necessary intemal controls and

pmcedures in order to maintdn a comdete accounting system hat proviles for te
pleparatbn of financial strtemenb in accord$ce vrih GMP.

t[A AGEtE]itT REspo]tsE We have plans b engage wih our exbmal consultant, a ceffied public

accounhnt b implement munting softnae, capable of generating at year end,

adequab finarrcid inftrmalilil fur he Feparation of fp financial sHemenb.

lmplementalion Dab: December 1, 201 I

Respnsible Person: Finance Departnent Dircctor
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COlrlrOllwEALTH oF n ERTo RlCo
MU}IICIPALITY OF IilAUT{ABO

scHErx,LE oF FINDTilGS AXD QUESTloilEo CoSTS (COt{TlilUED}

FOR THE FISCAL YEAR EI{DED JUT{E 3{I, 2I'Il,

SECTIOil II - FIMT{CLIL STATEI{EI{TS FI}IDI}IGS

FINDING

REQUIRETEI{T

coNotTtoN

CONTEXT

CRITERIA

EFFECT

RECOiIIIIENDATIOiI

MAiIAGEIiET{T RESPONSE

CAUSE

10.il-02

ACCOUT{TIilG RECORD$ CAPITAL ASSETS

The Municipality does not have an eftciive system to ecount for capitd assets,

including he inlrastrcture 6seb.

During our examinatirn of fE pmperty ]ecods, tye noted hd he Municipality does

not have adequate inbmd cmtds and plocedurcs to ensue ftat all capihl ou0ay

expenditures and dbpqsitions ate recoded in he capital meb subsiliary ledger.

Also, [re Muni:ipality has not recoded cethin infrastucture asseb, accodingly,
h6 not recorded deprecialim expemes br ho6e asseb. Ihese infrastuctuE
asseb should be reporbd as part of tr capihl aseb of tc Municipality accodirg
to Shtement ltlo. 34 of 0p GovemmenhlAccruntng Shndads Board (GASB 34).

ln addilbn, 0re Municipality di, not pefurmed pe,iodical physbal inventories of ib
capitd ffieb.

Arthle 8.010 (c) (3) of [p Stab Law Nunbr 81- Ley & tulwicipkx Atttonotnw dd
Estado Ubm Asooados de Puqto Rkn de 1991 ofAugust 30, 1991, stabd ftat
Municipality should maintain updabd pmperty *counting tecotds.

The Muniipality did not maintain an adequate contol ol frc acmuntability of ib
capitd aseb incltding tn infastucturc.

The Municipality is not in compliance wih Atricb 8.010 (c) (3) of fp State Law

Number 81 of At4usl 30, 1991.

We rccommerd management and the Pmperty Division of te Municipality to make

an inventory of the c4iH asseb and econcile it wih tp capihl asseb subsidiary

ledger. ln addition, fire irunicipality should implement adequate intemal confol
procedurcs h improrre tr accounhbility of infrastuclurc asseb.

The responsible employee offn poperty ledgel will cortinue updaling $e capital

6seb inventory, wtrich irrcludes tle buibings, equipmenl machinery, vehicles,

consfirctinn in prcgress, land and inftasfitctue.

lmplementaficn Date: December 31, 2011

Responsible Pe6on: Finance Depatulent Diector
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COittrlOt{WEALItI 0F PUERTO RlCo
UUNICIPALITY OF MAUI{ABO

SGHEDULE OF FtNDtl{GS AND QUEST|OiTED COSTS (CoilTI{UED'

FOR THE FISCALYEAR ENDED JU}IE 30,2l,'(l

SECTION II- FINAIICIAL STATEMEiITS FIl{DIilGS

FII{DING I{UiIBER

REQUIREIIIEl{T

coNDtTtotrt

coitrExr

CRITERIA

CAUSE

EFFECT

RECOTTEIIDATION

MAXAGEUET{I RESPO]'ISE

to-[.t 3

ACCOUUTING RECORD$ ffTERFUND TMNSACTIOI{S

The Municipdity does not maintain an ecurate record orier he special revenue
fuMs tmnsations and he interfund hansactiors of all tp funds of tre
Munlipality.

During our examinali6n of he accounting rccods, we nobd hat he lr4rnicipality
does not maintdn adEuate contols over he interfund bansatims. this sifuation
caused hat varbus special rcvenue funds, rcsticted funds a defnition, were used
as loas, b p*l offiftmd ccb ol fle C*rcral Fund and other funds. ln
addition, tE tfunit'pality dll not mainhined floper rcods of he interfund cash
bansacliors and te oresponding due from and due to accounb balances
presented in he Balance Sheet, br fte fiscd Yea6 2009-2010 and previous

balalrces.

Micle 8.004 (c) of [p State Lar Number 81 - Ley de ttwicipios Atl6nonw dd
Estfu Ubrc lsocido de Pwto Rkn de 1991 - Augrd 30, 1991, stated ftat fte
resticbd funds rccei'ad by he Municipdity slnuld be only used for trc purposes

esbblished by tese rcsources. ln additim, Arttole 8.010 (C) (2) and (3) of State
Act Number 81- LE da Mtmrflos Autmomos del Edado Libre Asocia& de
Puedo Rrco of Angu$ 30, 1901, stded hat Muniipdity stnuld maintain accurale
accounling recods and funds ontob.

The Municipality dil not maintain an adequab contol of [e acounhtility of he
Special Furds tarsaclions and Ute due from ard dre to account balances.

Ihe Municipality is not in compliance wih Anicbs 8.(}04 (c) and 8.010 (c) (2) and
(3) of he State Law Number 81 - Ley de Municipkx Atndrcnos del Estdo Libre

Ascrciado de Pwto Rtun de 1991 - Augrrst 30, 1991.

We rccommend maragement to implement procedures in order to obtain and
maintain a[ he required documenhtion regads tle inbrfund transactions.

We gave inshrlions to he Municipalit/s Finarrce Dircctor to assure ftat all the
transfen of funds between bank accounb have to be accompanial by adequate

supporling documentalion.

lmplementalion Date: June 30, 2011

Responsible Peson: Finance Departnent Director



COMTIONWEALTI{ OF PUERTO RICO

MUNICIPALITY OF I'AUMBO

ScHEDULE 0F FtNDrllGS AND QUESTTOT{Eo CoSTS (COilTTNUEDI

FOR THE FISCAL YEAR EilDED JUIIE 3II, 2ll,I(l

SECTIOT{ II - FIMIICIAL STATEIiIEilIS FIiIDIiIGS

FII{DING NUilBER

REQUIRETEI{T

cotrtDffloN

COITEXT

CRITERIA

CAUSE

EFFECT

RECOTTENDATIOI{

iIANAGEMENT RESPONSE

't0.il.04

ACCOUNTII{G RECORD$ BANK RECONCITIATIOilS

The Municipality does not have efuctirc inlemal contol procedures to ensure that
the bank rconciliations werc prcparcd accurately and reconciled wih he
accounting recods.

During our cah test, lue noH tnt fle reconcilialion pocess of he curcnt c6h
account and the ofier accounb of he Munhipalig consisb only of irrcluding tr
ending bank bdance less fte oubhnding checks of tp monlh. Therc was not a
reconciliation process wifr he acounting recods.

Chapter lV, Section 12 of fn Muni:ipd Adminishalion Regulatory Manual of he
Puetu Rico CommissiorB/s Offoe for Muniipal Affair (OCAM), establbhes hat
tre accounting sysbm of he muniipdiths shdl prcvile fur he timely and

accurab prcparalbn of bank rconciliatbm. ln addition, te Municipdity shall
pcparc a monhly Gport of revenues and disbursemenb, which has to be

reorrciled wih tp bank rcconciliatbns.

Tte Muniipalit/s intemd ontol pmcedures failed b assure hat the bank

rcconciliations wee pepated in a complete manner, wihin he time rcquircd by tn
law and rcconciled wih he accounting lecotds.

Ihe Municipality is not in ompliance wih Chapta lV, Seclion 12 of tte Munkipal

Adminisffiion Regulatory i,laud of fe 0CAM.

We rccommend management to continue impmving tc intemd confol procedures

orrer [e prcparatirn of trc bank recorciliations ad asue hat accounting recods
are reconciled wih fese bank reconcilialions wihin a easonable amount of time

in oder to maintain proper control over c6h.

We engaged dudng fiscal yeu 201GN11 wih our extemal consultanl, a certifed
public acountant to review all the bank reconciliations and reconcile the accounb

that'r€re not rcconciled corecily.

lmplementation Date: lmmediately

Responsible Peson: Finance Departrcnt Dircctor
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COiIMOT{WEALTH OF PUERTO RICO

MUi{ICIPALITY OF IIAUIIAEO

SCHEDULE 0F FtllDtl{GS Al{D QUESnOilED COSTS (Cot{TtilUED)

FOR THE FISCAL YEAR E}IDED JUNE 3II, 2(li(l

SECTIOil III- FEDERAL AWARD FIIIDIilGS At{D QTJESTrcilED COSTS

FINDING I{UTIBER

FEDERAL PROGRAII

REQUIRETEIIT

NONCOIIPtIiANCE

CONDITIOI{

coilTExr

CR]TERIA

CAUSE

EFFECT

RECOI{TEI{DATIOiI

l0-il-05

COililUillTY DEVELOPI{EI{T BLOCK GRA,ilTS, STATES PROGRAI{; (CFDA

t{o. '11.228) U.S. DEPARTTE}|T OF tOUSlt{G AllD URBAT{ DEVELOPMETT
PASS THROUGH STATE - OFFICE OF COTTISSIOT{ER OF ttIUilICIPAL
AFFAIRS . OCAI{

COITPIIAilCE AIID IiIIERiIAL COT{TROL

ALLOWABLE ACTMTIES

During be liscal year 20092010, tc Pogram disksed funds wi0urt [le
appropriate supporting documentation eslablished by he Federal Regulatbn.

During our grant disbursement test, vve examined tryenty one (21) non payroll

paymenb vouchers ad nobd fite following corditbns:

a. I}e original constucfbn certificalion (inw*;e) for check 239 of Ocbb,er 23,
200{l in tp amount of $6,615 was not avaihble br our examination;

b. ln two (2) vorches paymenb, the invoies tree not ma*ed as paid;

c. ln eight (8) \rctrhels paymenb, 0n purchase o.de6 werc pepared afrer te
invoirxs weG recehred by the Pmgram.

24 CFR, Subti0e A, Sectim 85.20 (b) (6) has esbblished tnt accounting records

mus{ be supportd by source documentation such 6 canoeled checfs, pafol bills,

payolls, time ad attendance rccords, conffi, subgratt awads documenb,

and oheG.

The Program failed to maintain an adequate contol over tfp maintenance of the

documenb $at justify 0p disbursement.

Ihe Program is not in compliance wih 24 CFR, Subtide A, Section 85.20 (b) (6).

We recommend management lo conlinue stengthening the intemal contols and
procedurcs designed to appmgiably rcview tle paymenb vouchers and all he
supporling docurcntation prix to he issuance of a payment or the tsansfer funds.
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COIiIITOIIWEALTH OF PUERTO RICO

tlu t{lC lPAtlTY 0F ITIAUMBO

SCHEDULE 0F FtNDtirGS At{D QUESTTONED COSTS (COi{T|1{UED)

FOR lHE FISCAL YEAR EI{DED JUNE 3II, 2ll1ll

SECTIOT{ III- FEDERAL AWARD FI}IDINGS A}IO QUESTIOiIED COSTS

FtNDtNc NUTBER l0-lll-l!5 (co[niluED]

FEDEML PRoGMt COlll{UillTY DEVELOPiIE}IT BLOCK GRA}IIS, STATE'S pROGRAil; (CFDA
r{o. 1{228) U.S. DEPARTilEilT OF }OUStttG AilD URBAT{ DEVELOPMEI{T
PASS THROUGH STATE - OFFICE 0F COtl{lSSlOllER 0F IrlUillClPAL
AFFAIRS - OCAIT

REQUIRETEI{T COI,IPIIAI{CE AT{D II{IERT{AI. COI{TROL

tiloilcotPLliAllcE ALLOWABLE ACTTUT|ES POilnilUED)

OUESTIOIEDCoSTS None

tAt{AGEtEt{T RESPOT{SE To corec{ trb situation we ginE imtuctions to tp Fedeml Prcgram Dirccbr to
assure hat all he disbursemenb have to be suppoded wih adequab and original
documenEtim.

lmplementation Dab: lmncdiately

Responsible Pemm: Federal Pogram Dircctor
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COIIIIONWEALT}I OF PUERTO RICO

IITJilICIPAUW OF ITAUNABO

SCHEDULE OF FtNDtl{GS ANo 0UESIIO}IED COSTS (CoilTtl{UED)

FOR IHE FISCAL YEAR EilOED JUNE il, Ml(l

SECTIOil III - FEDERAL AWARD FII{DINGS AI{O QUESTIO}IED COSTS

FINOING

FEDERAL PROGRAT

REQUIRETENT

NOt{COtPLtAl{CE

CONDITION

corrExr

CRITERIA

CAUSE

1Gil-06

coifi{uillTY DEVELOPTET{I BLOCK GMNIS 
' 

STAIE S PROGM,T{ (CFDA

tto. tL2a) u.s. DEPARTilEilT OF HOUSIT{G Ar{D URBAT{ DEVELOPLEI{T
PASII THROUGH STATE - OFFICE OF COMilESIOilER OF TUTTIC]PAL

AFFAIRS.OCAIT

COilPTIANCE AND ITTERNAI COI{TROL

ALLOWABLE ACIMTIES
HOUSIT{G REHAEILITATIOil ATD HOUSEKEEPIT{G SERVICES

The Prcgram failed b mdntdned agpmpriate supporfing daumenhtion regading
the Housing RehabiliHion and Housekeepiq Selbes padicipanfs files.

As part of our grant disbusement test, we examined tm (2) Housing RehaUliHion
(Dis6ter Reco'/ery) Padicipanfs files ild ten (10) l'lousekeepirB Services
pa,licipanfs files and nobd hat fnse fles ale nd in mordance wih tp Federd
regulatirns and he operationd guftles, prwided by Ue pashmqh agency.

Code of Federal Regulalbn 24, Section 570.506 (b) (9) eshblished Ule

doqxrentation that fp Municipality shafl maintain fur esidential mhabilihtirn. The

Ope€tbnd Guile of Horing RehatiliHbn (fte Suide) govided by he Ofice of
Commissiorpr of iluniipd Aftis, tp pos tttottgh entity, slated ftd tte
Muniipality ha to condud an infid unit inspecli:n b detemine if te unit b
eligible b be ehabilitding under he cdterh of he ilogram. Also, fie guide stabd
hat te Municipality has to condrc{ an intermedide and a find inspeclion to
determine if fre unit is beirB rehabiliffid and hat he ehabiliHim has been

completed, respeclively. ln addition, he Munbimlity has an operalional guirte

'Marud Opemiu* Prqrma Auxiliux dd Hogal hat includes dl prccedures

and program's rcquircmenb br houseleeflng seli;es.

The Program's intemal contols procedures failed h msure hat all requircd

informatibn regading padicipanb wele obhined and hat tte rquiled intefliews,

visib and impections b monihr he servies rvere rcalized in accordarce b he
pas+trmugh operalional guiles.

The Pmgram is not in compliance wift Code of Federd Regulatirn 24, Secti]rs
570.506 (b) (9) and witr fie opemtbnal guiles of housing rchabilitalim ad
housekeepes services govided by fe pass-ttrugh entty.
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COM]IIONWEATTH OF PUERTO RICO

MUi{ICIPATITY OF IiIAU MBO

SCHEDULE 0F F|i{DTNGS AilD OUESTTo}IED COSTS (CoilnilUED)

FOR THE FISCAT YEAR EilDED JUT{E 3II, 2llllt

SECTIOI{ III- FEDERAI. AWARD FIilDIT{GS AND QI,IESTIOIED COSTS

Ftr{D[{c 10]ll-116 (coNIIiluED)

FEDERAT pRoGRAil ColillluilrY DB/ELoPlilEllT BLOCK GRAilTS, STAIE S PROGMT (CFDA
t{o, 1{.228) U.S. DEPARTI{EI{T OF HOUSIT{G AilD URBA,il DEVELoPMET{f
PASS THROUGH STAIE - OFFICE OF COfTTISSOIIER OF iIUilICIPAL
AFFAIRS.OCAIT

REOUIRETEIT COTIPLIAT{CE AND NTERNAL COI{TROL

I{ONCOTPLIA'{CE ALLOWABLEACTMNES
HOUSIIIG REHABILMANOil ATD }IOUSEXEEPIT{G SERVICES

RECO ENDATOi{ We rccommerd management to implement adequab intemd confds and
procedues in oder b assue hat he Prcgran's sffi complebs all te rcquircd
forms ard to inspect ad monitq [p servirs in modance wih tn rcgulations

and fte operatbnd guides.

QUESTIOI{EDCOSTS NONE

MA.{AGE*E'{T RESP'T{'E Hffif"i'ff#'r&H,tffi ,t*offJ'nnff i*n ffi 5i'u:
required hms ae ccrnpleted and fp npnihring visits arc being made.

lmplementation Date: JulY 1, 201 1

Responsible Peson: Federd Prcgram Direclor
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COMIIOiIWEAITH OF PUERTO RGO
iiu]{ICIPALITY OF l,lAUt{A8O

ScHEDULE OF Frr{Drl{GS At{D oUESnOilED COSTS (COi{TNUED)

FOR T}IE FISCAT YEAR EI{DED JUI{E 3I', 2ll|l}

SECTIOT{ III- FEDERAL AWARD FIT{DIT{GS AIIO QUESTOI{ED COSTS

FIt'IDING

FEDERAL PROGRAilS

REQUIRETEl{T

r{oilcotPUAt{cE

co[DtTtoN

cot{TExT

CRITERIA

EFFECT

RECOIITEI{DATION

CAUSE

10-il1.07

C0lrin illrr DE'I/ELOPiIENT BL(rcX GMilTS / STAIE'S PROGRA,i!; (CFDA
rc. 1L2A) U.S. DEPARTiIEI{T oF }loUSll{G AND URBAil DEVELOPTENT
PASS I}IROUGH STATE - OFFICE OF COI{I{ISSIONER OF IIUI{ICIPAL
AFFAIRS. OCAT

COilPI-IAilCE AND IiITERNAI. COI{IROL

CASH IilAT{AGEI{E}IT

The Pmgram dll rpt minimize tp time between tn receMry of the rcquest of
funds ftom 0e pas+0rrcugh enflity ad fn disbu,sement of funds.

DurirB our Cash lttlanagement test, we examined erghben (18) rcquest of funds
made by he Prcgram h he pas+frrugh agary ad bund ha[ ten (10) ]equesb
took betu€en six (6) and hitty six (36) days frorn firc moment te funds vyee
deposited and tte issuare of he checls hr Up disbursemenb. ln addition, we
nobd hat fie Prcgram mainlained an avoftUe cash bdance of approximately

$11,999.

Code of Federd Regulatlms 24, Subpart l, Sectim 570.489 (c) (1) stabd fnt units
of general local govemnrnb shall use procedur€s b minimize the tinp elapsing
between [|e bansEr of funds by fe staie and disbuEement made by fe gnntee.

Tln Federal PrcgraflE and Finance Departnent of he i,lunicipalily dk not maintain
apprcpnab cash managerent pmcedurcs in oder to request funds to bdeid
agencies only fur immediab needs.

The Pmgram is not in compliance witt Code of Federd Regulalions 24, Subpart l,
cFR 570.489 (c)(1).

We recommend management h stengthen ib disbusemenb pmcedures to
minimize tp time between he Fansftr of funds by he slate and disbursement

made byte Munhipdity.

NoneQUESTIONEO COSTS
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coiilrot{wEALrH 0F PUERTo RlCo
iiIJI{ICIPALTY OF ITAU}IABO

SCHEDULE 0F F|NDI{GS Al{D QUESTIOilED COSTS (COi{TII{UEDI

FOR THE FISCAL YEAR EI{DED JUI{E 30, 2010

SECTIOT{ III- FEDERAL AWARD FITIDI}IGS AND QUESTIOilED COSTS

FrNDritG 10.lll-07 (coilTliluED)

FEDERAL pRocRArs COitltul{lTY DEVELOPIIEI{T BLOCK GRA,I{TS / STATE g ppgt6Xlil; (CFDA

t{0. 11.228) U.S. DEPARTTEilT OF tOUSlllG A}lD URBAN DB/ELOPMEilT
PASS THROUGH STAIE - OFFICE OF COTTIS{ilONER OF I'UNICIPAL
AFFAIRS. OCAIT

REQUIRETET{T COI{PLIANCE A}ID II{TERiIAI- COI{TK)L

I{ONCOiIPLIAI{CE CASH MANAGEI{EI{T

ilANAGEilEI{T RESPOi{SE we gale instrrcliorE h tle Feded Prcgnam Depafinent and he Finance

Departnent b issue fire checks in appmximably hrce (3) days once he ransfers
of funds fiom he Stab are received.

lmplementation Oate: July 1, 2011

Responsibb Person: Federal Ptogran Dirccta
Finance Depadnent Direchr
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COMIiIOiIWEAITH OF PUERTO RICO

illUt{lClPAl.JW 0F frlAuI{ABO

SCHEDULE 0F FNDTNGS AND QUEST|oIED CoSTS (COmNUEDI

FOR THE FISCAL YEAR E}IDED JUNE 30, Mlll

SECTIOil III - FEDERAL AWARD FINDIT{GS AT{D QUESTPilED COSTS

FINOIilG

FEDERAL PROGRAT

REQUIRETEffi

titot{cotPLtAtitcE

co Dtflol{

cot{TExT

CRITERIA

to.il.t 8

CotillilUMTY DA,ELoPIIEII BTOCK GMilTS, STATE S PRoGRAil (CFDA
NO. 11,228) U.S. DEPARTI{E}iT OF tOUStl{G AilD UR8Ail DEVELOpttE}tT
PASS T}IROUGH STATE - OFFICE OF COITHIS{IIOilER OF TIUI{ICIPAL
AFFAIR$ OCAT

CO I{PLIAiICE AiID DITER}IAL COTTIROI

PROCURE''EII, SUSPEI'SIOI{ AND DEBARITEI{I

The Prcgram formdized conbacb ard dkl not verify if the contracbs rvere
suspended or debared by 0p Fedenal gorremmefit Also, he Program disbursed
funds during fscal year 20fiI2010 not in accodanoe wih the adequate
pmcurement prwess established by he Federal ald Shte rcgulations.

Dudng our Suspensim and Debarment bd, rve exanined ore (1) constuction
conbacl and (1) onfad br Un acqubitim and insbllalion of equipnent and noted
hat br tle6e conbac,ls the€ rvas m evirence hat demonsbated hat he Program
vaify hese conhac'tors in he Excluded Padies tist SysGm (EPLS) maintained by
he General Service Adminbtatftm.

ln addition, duriq our grant disbumerrenb test lue noted hat there was no
eviderce of f|e adequde aquisitim prccess (prccuement) for a contract
fuimalized in t*,lovember I 2, 200{l in fie amount of $26,880.

Code of Federal Reguldions 24, Subpat C, Sectim 85.35 sbtes hat grantees and
subgnanbes must not make ary arad or pemit any auad (subgrant or confact)
at any tier h any pady which is debared or suspended 0r is oflerwise excluded
fiom or ineligible fu padicipalion in Federal assisbnce gognams subject to 2 CFR
pan2424.

Code of Federd Regulalim 24, Subpail C, Section 85.36 (b) states hat grantees

and subgranbes will use tpir onn procurement procedures which reflect

appliiable Stab and local latvs and reguldims, ptovided hat the pocummenb
conbrm to apdizble Federd law and 0p stadads idenlifed in hb section.

The Progran does not perfomed ar appropdab procurement gocess because
failed to document adequalely he acquisition pmcess. Also, he Program did not
maintdn apprcpdab pmarrement standad gocedures b assule hat that the

conbads formdized in excess of $25,Ctffi, awaded to tlp contracbrs, are not
suspended or debaned.

CAUSE
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COMI'OIIWEALIH OF PUERTO RICO

I{UI{ICIPALIW OF MAUMBO

ScHEDULE 0F Ftl{DtNGS At{D QUESTTOilED COSTS (COilTtttUED)

FOR THE FISCAT YEAR ENDED JUI{E 30, MI(l

SECTION III- FEDEML AWARD FIi{DIT{GS AiID QUESNOi{ED COSTS

FIt{DING

FEDERAL PROGRA

REQUIRETEM

NOXCOilPLtAt{CE

EFFECT

RECOUTENDATION

QUESTIOI{ED COSTS

UANAGETEI{T RESPONSE

10.il.08 (cor{fliluED)

coilmut{tTy DEvELopfE}fi BLocK GRAilrs, sTATE,s pROGMt (CFDA
NO. 14.228) U.S. DEPARTilEilT OF HOUSI{G Ar{D UREAI{ DflELOpttEt{T
PASS I?IROUGH STATE - OFFICE OF COTTIS{IIOI{ER OF M'ilrclPAt
AFFAIR$OCAfl

COMPI-IA}ICE AND IIITER}IAT COilTROL

PROCUREMEilI, SUSPEI{SIOT{ AND DEBAR]iIEI{T

the Pmgram is not in ompliarce wifr Code ol Federal Regulations 24, Su@art C,
Sec-tion 85.36 (b) and wifrr Code of Federd Regulation 24, Subpart C, and Section
85.35.

We recommend managernent to implement procedurcs in order to obtain and
maintain all te rcquired documentstim egads he procuE nent process to
comply wi0r 0ris rcquimmenL Also, nc rccommend management to updab he
contract model according wih he Federd requircrcnb, and b obhin tte EPLS in

- printed or electonic fomat, every time 0e iluniipaflty hmalized a confact witl
Program s funds wifir confacbns or pmbssionds and vedfy if hey ale debarcd or
excluded.

None

To conect ilris condition, we will indude a step in our prccurement prccedures to
verify hrough fie electonic vesion avdlable on fB lntemet whether or not the
indivllual or ent'ly is on fte list of parties excluded ftom hderal pa(hipatbn in
pmcurcment and nonaocuement progrars. ln dditbn, ue will sfengt our
intemal contols over he acquisitbn prccess of [n Municipality.

lmplementation Date: lmnndiably

Responsible Pemon: Federal Prcgram Director
Municipal Secretary
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COi,IiIONWEALTH OF PUERTO RICO

I'UNEIPATITY OF MAUMBO

SCHEDULE OF FINDINGS AllD SUESTIOi{ED CO$S (COt{rlNUED}

FOR THE FISCAT YEAR E]{DED JUI{E 30, AX(,

SECTION III - FEDERAL AWARD FIt{DIilGS AIID OI'ESTIOI{ED COSTS

10.il.09

FE0ERALPROGRAT puBLtc AilD tilDlAr{ HOUSIilG - (CFDA l{8el' U.S. DEPARTITEI{T OF

HOUSI}G AND URMJ{ DEVELOPITEiIT PASS THROUGH STAIE - PUBLIC

HOUSI}IG ADilIiIISTRATIOil

REQUIREMEI{T COMPLIAT{CE AND II{TER}IAI CONTROL

NONCOilPL|AiICE PKICUREI{EIT, SUSPEISIO}I AIIO DEBARITET{T

col{otT'|ot{ ilI'ffi#m'llHY,ftrffif'3ri[ffiff'u[
regulalhns.

CO1{TEXI Dudng our grant disbursement test, we examined ten (10) disbursement vorcherc

and noted hat in six (6) dishrsemenb, fot te purchases of goods and sewices,

lherc was no eviderrce or wa not well documenhd he acqubitim prccess

(ptoculeneflt).

cRrER'A H'J;ffi?',lti;iJlt#iffif#ff,*iflffi
applicable Stab and local laws and regulatiom, pmvkled fiat fle procu]emenb

conbrm to applicrable Federd law and fie shdads ilentified in hb section'

CAUSE The Prcgran does not perfomEd al apptopriab proculement pmcess because

failed b document he quohtirn pmcess.

EFFE6T The Program is not in compliarce wih Code of Federal Regulatiors 24, Subpart C,

Section 85.36.

REcO;;tENDATtot{ We recommend managerent to implement procedues in oder to obtain and

maintdn all tre required docurenbtirn rcgads [p pmcurement process to

comPly witr his requiement.
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cortollwEAtll{ oF PUERTO R|CO
ilUIIICIPAI,JW OF TAUMBO

SCHEDULE 0F FtilDtt{cs AND QUESIIoilED CoSTS (CoilnilUEDl

FOR THE FISCAL YEAR ENDED JUIIE 3II, 2IIIO

SECTIOI{ III- FEDERAL AWARD FINDIiIGS AND OUESTIOI{ED COSTS

FTNDTNG to-m-t 9 (co1{Tt1{uED)

FEDERAL PROGRAT PUBLIC AI{D IilDIAI{ IrcUSNG - (CFDA 11.850) U.s, DEPARTIIIEiIT oF
HOUSI]{G AilD URBA,il DA'ELOPTEI{I PASS THROUGH STATE - PUBLIC
HOUSIilG ADMNISTRATIOI{

REQUIRETEM COWI.IAilCE AT{D IT{TERIIAI- COT{TROL

NOI{COXPLIA'{CE PROCUREMEM, SUSPEiISIO}I AI{D DEBARME]{T

QUESIIOIIEDCOSTS Norp

ilAl{AGEilEt{T RESPONSE We gave instrclions to the Finance Deparhnnt hat dl tle purchases made by
tn Prcgram hare b bllow adequate prccurcment p{ocess and flopedy
documented.

lmplemenHion Date: July l, 201 I

Responsible Pe6on: Federd Prcgram Dredor
Finance DepartrEfl t Director

70



COM]TOiIWEALTH OF PUERTO RICO

lilUillClPALlW OF ilAUt{ABO

ScHEDULE 0F Frr{DtNGS AND QUEST|OT{ED COSTS (C0IT[{UED)

FOR THE FISCAL YEAR E}IDED JUIIE 3It, ZI1ll

SECTIOI{ III- FEDERAL AWARD FII{DIIIGS Al{D OI.IESTIOIED COSTS

FINOING NUTBER

FEDERAL PROGMil

REOUIREMEI{I

I.IONCOTPLIANCE

COl'lDlTlOt{

10.ilt.10

coililur{tw DEvELopttEilI BLoCK GRANTS / STATE S PROGRAIil (CFDA
r{0. 1d2al u.s. DEpARTttE[r oF Houslt{c At{D URBAI{ DEvELOp]tEilT
PASS THROUGH STATE - OFFICE OF COIIII{ISSIOTIER OF ilUI{ICIPAL
AFFAIRS. OCAilI

COilPLIATICE AND IT{IERML COi{TROL

REPORTI[G

The Program did not mdnhin accurab accountirq recods of ffB financhl
transactiom and dil not reconcile monhly, he cash acount wih he bank
reconciliations.

During orr repoding test we noted hat lhe disbursemenb reported in he quarterly

rcporb fu CDBG, submited b Ule p6$h,ough enlity (OCAM), have diftences
wih tn accounting rccords of $113,476. ln addilim, tB cash balance at June 30,
2010, rcported in te quartedy rcpoG, does not agrce wfi [p bank rccorrciliatim
by $94,271.

Code of Fedenal Regulaliom 24, Subpad C, Section 85.20(a) (l) requircs hat
fiscd contol ad acountirB pocedures mtst be suffcient b permit geparalion of
repo6. Code of Feded Regulatiors 24, Su@d C, Sec{ion 85.20(b) (2) requires
hat granbes and subgrantees must maintain rccods wtrich dequately idenlify he
source and apdrcalim of fuirds provided tn finarcially- asisted aciivities. Ttese
records must conbin inftrmatim pertdning to grant or subgrant awarG and
autlprizatirns, ouEalions, unobligated balances, asseb, liabilities, oudays or
expenditues, and income.

The Program is not reconcilirg tr general ledger account balances wih the pass.

through entity quartedy repoG in oder to adlust [e difiercrpes. ln addition, he
Program is not rccorciling m a morttly basis tp difuences in lte accounling
recods and the bank reconciliations.

The Program dll not submit accurate quaderty repoG to the passhrough entity in
order lo mmply wih Bn Federal rcgulati:n.

coitTExr

CR]TERIA

CAUSE

EFFECT
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COITITO}IWEALTH OF PUERTO RICO

IIUNICIPAL]TY OF TTAUMBO

ScHEDULE 0F FtilDrilGS AND QUESTTOXED COSTS (CO1{TII{UEDI

FOR THE FISCAL YEAR EilDED JUI{E 30, MIO

SECTIO}I III- FEDERAL AWARD FIi{DI}IGS ATID Qt,ESTIOIIED COSTS

FINDIiIG I{UTBER

FEDERAL PROGRAT

t{ot{coilPLtAt{cE

RECOtilEitDATtot{

QUESTIOIIEDCO$S

TIIAI{AGETEI{T RESPOT{SE

r0.ilr.r0 (coirniluED)

Cotllilt NIrY DEVELOPilIETT BTOCK GRAIITS / STATE S PROGMII (CFDA
r{0. 11.228) U.S. DEPARTilEilT OF }OUSlt{G At{D URBAT{ DEVELOpfTtEilT
PASS T}IROUGH STATE - OFFICE OF COMMESIoT{ER OF MUNICIPAL
AFFAIRS. OCAII

REPoRTING (COltTtt{UED)

The Prcgram should implement adequ# procedures b ensurc that lhe quartedy
reporb submitted b fie pas$tough entity are in eordance wih fe accounling
rccods of the Pmgran. ln additim, 0e Prcgram must reconcile monhly the
diftrcnces identfied in tp bart mcorciiatim wifir its accounting rccods.

l,lone

We gave imfrcliom to 0p ftogram's acountant to rccorcile on a monthly basb,
he accounting rccords witr tte bank rcconcilidion. Also, we gave instuctions to
te Program's rcountant b ident'fy tle difieences betrreen he accountiry
records and file quatbdy tepoG.

lmplementalion Dale: July 1, 2011

Responsibb Peson: Federd Pmgram Drcclor
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COMII,Oi{WEALTH OF PUERTO RICO

ttu IIICIPAUTY OF ITIAUMBO

ScHEDULE 0F FrirDrilcs AND QUESTTOiTED COSTS (COTTNUED)

FOR THE FISCAL YEAR EIIDED JUilE il, AT(,

SECTIOI{ III - FEDEML AWARD FIIIOINGS AI{D QUESTIONED COSTS

FINDING NIJ BER

FEOERAL PROGRAil

REQUIRETEI{T

t{oNcotPLlAt{cE

coil0rTloil

COI'ITEXT

10-il1-11

PUBLTC AND rr{DrA}r HOUSTT{G - (CFDA 11.8s0) U.S, DEPARTIET{T OF
HOUSII{G AI{D URBAI{ DB/ELOPITET{T PASIT THROUGH STATE - PUBLIC
HOt Stllc ADf tl{tsTRATtOil

COiIPtIAilCE AND IT{IERiIAL CONTROL

REPORTIl{G

The pmgran used to mainbin accountirp transaclions need b be impoved.

During our Repoding test, we noted hat he Prcgran diJ not mainlain adequate
rccounting recods and did not summadze fp inbrmatim of all tre financial
transdions rdaH to ase6, liabilities, mvenues and expendifures of tle
Pmgram, in a bmd generd ledger. Abo, evidence of tre Monhly RepoG ftr he
fscd year 2(x)92010 ard ib submissbn b 0p pass hmugh agency w6 not
available for our examinalirn. ln addifion, we nobd hat fie Program did not
maintdn pmper rccods and docunentati:n hr he intefirrd cash basaclions and
0le coresponding due fiom and due to accounb balances presented in he
Balance Sheet of tp Pmgran at June 30, 2010.

Code of Federd Regulaliom 24, Subpad C, Section 85.20(a) (1) .equires tnt
fiscd confol and accourrting pocedurcs mus{ be sutrcient b pemit prepardion of
repo6. Code of Fedad Regulatims 21, Subpat C, Seclim 85.20(b) (2) requircs

hat granbes and subgraftes must mainhin ecords which adequately Uentify he
source and applirtin of funds provifud hr finarially- assisted aclivities. These
records must conbin inbnnation peddning b grant or subgrant awads and

authorizatirs, oUigathns, unobligated bdances, asseb, liattilities, ou0ays or
expendifu rcs, and irrcome.

The Progran biled b eshblish adequab inbmd controb over [e accounlfup

recods and fB acurate submission of he monfily repo6 to he pas*frmqh
aserq.

The Program did not submit accurate nnnhly repoG to tn passutrcugh enlity in
oder to mmply wi[t tn Fedenal regulation.

The Program slnuH imphrent adequate internd control prcceduEs b ensure

hat the financial inbrmatlrn submitied to tc pa+hrcqh entity in ib monhly
repoG, agrees witr he accounting ,ecods mainhin by fe Prcgram.

CR]TERIA

CAUSE

EFFECT

RECOIT ET{DATIOI{
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COI'iIONWEAITH OF PUERTO RICO
IIUT{ICIPALITY OF I{AUNABO

SCHEDULE OF Ftt{DtilGS AND QUESIIOilED COSTS (COilTtr{UEDI

FOR THE FISCAL YEAR EIIDED JUilE 3II, 2I'I(t

SECTIOII III- FEDERAL AWARD FITIDI}IGS AilO QUESTP}IED COSTS

FrND[{c NUilBER 10.lll.ll (cot{TtiluED)

FEDEML PROGRAT PUEL|C ANo tt{DtAt{ HOUST}IG - (CFDA 11.85{'} U.S. DEpARTtEilT OF
HOUSIIIG AND URBAII DEVELOPfTET{T PASS THROUGH STATE - PUBLIC
HOUSI]{G ADTIIIISIRATOI{

REQUIRETEiIT COI{PLIAI{CE AI{D I]{TERiIAL COIITROL

ilor{corRrAilcE REPoRTIi{G {C01{T|I{UED)

OUESTIOiIED COSTS None

I{ANAGEIIEilT RESFOi{SE We will gave insfirctions h [p Federal P]Wran Director to mainhin on a monhly
basis, a general ledger hat includes all he finarcial fansac{ions relaH to asseb,
liabilities, rcvenues ald expendifur€s of he Pmgram. ln addifon, we gave
instrclions to submit accunab monhly repo6 to he pas+frough agency.

lmplemenblion Dab: July 1, 201 1

Responsible Person: Federal Progmm Dircctor
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COi'MOilWEALIII OF PUERTO RICO
l{UNICIPALITY OF frlAUilABO

SUMMARY SCHEDUTE OF PRIORYEARAUDIT FII{DIGS

FOR THE FISCAL YEAR ETIDED JUI{E 30, il(l

FINDII{G CFDA QUEIITOI{ED
TIUTBER COTPLIAI{CE ]{UTBER COSTS AUDITEE COTTEilTS

09lll-05 Allowable Activities u.n8 s141,038 partially carective action has been hken.

We rejmburse the amunt questioned in he Single
Andit 200&2009.

Finding Reference 1 0Jll{5.

09-lll-06 Allowable Aclivities 14.850 $19,505 No mnective aclim has been taken.

Finding Refererrce 1 Glll-l 1.

09-lll-07 Allowable Activities 14.228 None No coreclive aclion has been taken.

Finding Refeence 1&lll-06.

09-lll-08 Cash Management 14.228 Non6 llo conedive action ha been taken.

Finding Rebrcrrce 1 0-ttt{7.

09-lll-09 Procurcment, 14.228 None Fullconeclive actirm taken.
Suspension and

Debarnent We irclude all he requirc clauses in tre contracb
formalized wih fre supplies and conFac{ors.

09-lll-10 Reportiq 14.2281 NorB lrlo corectire action has been taken.
14.248

Finding Refeeme 1 0-lll-1 0.

0$lll-11 Reporting 14.850 None llo conective action has been taken.

Finding Refererre t&tll-l 1.

09-lll-12 SpecialTest- 14.228 None Fullconective acliofl taken.
Envircnmenhl

Reviews - Befuie rive disbume any CDBG funds ure assure bal
we have dl tp necessary envionmental rcvieyus.
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