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INDEPENDENT AUDITOBS' REPORT

Io the Honorable Mayor and
l\,4u nicipal Legislatu re

lvlunicipality of ftrorovis
lvlorovis, Puerto Flico

We have audited the accompanying linancial statements of the governmental activities,
each major lund and the aggregate remaining fund information of the Municipality of
lvlorovis, as ol and lor lhe year ended June 30, 2011, which collectively comprise the
[Iunicipality's basic linancial statements, as tisied in the lable of contents. These financial
statements are the responsibility of the Municipality's management. Our responsibility is lo
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepied jn the
United States of America and the standards applicable to financial audits contained in
Government Auditing Srandards, issued by the Compt.olter General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of mate.ial misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as we as evaluating the
overall financial statement presentation. We believe that our aud it provides a reasonable
basis for our opinions.

ln our opinion, the financial statements referred to above present tairly, in all material
respects, the respective financial position of the governmental activities, each major fund
and the aggregate remaining fund information of the Municipality of Morovis as of
June 30, 201 1 , and the respective changes in linancial position, thereof and the respective
budgetary comparison for the general and debt service funds for the fiscal year then
ended in conformity wiih accounting principles generally accepted in lhe United States of
America.



ln accordance with Govenment Auditing Stadards, we have also issued a report dated
Decerrbet 27,2O1l on our consideration ot th6 [lunicipa,itys internal control over financial
reponing and on our tests ol its compliance with certain provisions of laws, regulations,
contracls and grants agreements and other mafters. The purpose of that rercrt is to
describe the scope of our testing ol internalconlrol over financial reporiing and compliance
and the results of that testing, and not io provide an opinion on inlernal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Govemment Auditing Slaadards and should be considered rn assessrng
the resulls of our audil.

The Management's Oiscussion and Analysis on pages 3 through 9, is not a required partol
the basic financial statements but are supplemenlary information required by accounting
principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries ol management regarding
methods ol measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for lhe purpos€ of forming opinions on the linancial statements
that collectively comprise the Municipality ol lvlorovis' financial statements as a whol6. The
accompanying schedule ot expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Olfice ol Management and Budget CircularA-133,
Audits ol States, Local Governmenls, and Non-Prcfit Oryanizations, and is not a required
pan ol the basic financial statements. Such information has been subjected to ihe auditing
procedures applied in the audit of the basic financial statements, and in our opinion, the
information is lairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

San Juan. Puerto Rico
Decembet 27 . 201 'l

The slamp E16540 was aflixed
lo the originalol this reporl.
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,VANAGEM ENTS DISC USSION AND ANALYS$

-l'he 
Municipality of Moirvis (lhc "Municipality") discussion ard aMlysis has b€.o design€d with

rhe tbllowin$goals:

rl .\ssisl fie reader in lbcusing on sigr licant linancial issues,
h) P.ovid€ an overview ofthe Muric,palhy s tinancial activiry,
c) ldedily chsnges in rhe Municipality s ,iia&ial posirion (iB ability to address rhe nert

nnd subsequed yen. challeng€s),
d) Idenlily any rnatarial deviations from the {lnancial plan (lhe approved budget), and;
c) ldenriiy idilidual t'und sues or concems.

Since lhe Managernent's Discussion and Aralysis (MD&A) is desifred to lircrB or lhe cudent
y€r acaivities. resuhing changes and curmlly kro n facls, please read it in conjunction with ahe
Mu.icipality s financial stalements.

FINANCIAL EIOHLICITTS

. Ihe Municipalily net assets irrcreased by 5269,189.

. Fund balanceofgen€ml fund increased by S1.327.022.

. Capiral oudays amountel ro $1.312.959.

L|SING TI{TS ANNUAL REPORT

'[his annual repan consists ofa series of new financial staternents with a change in the focus from
pre.r'ious linancial statements. The new focus is on both fhe Muricipality as a whole
lgov$nment-wide) and rhe major individuai funds. Both persp€crives (govemmmt-wide and
major lund) allow rhe us€. to addr€ss .elevant questions, broaden a basis lor comparison (year to
ye3rorgovemm.nl ro govemment) and enhance rhe Municipality's accountabiliry.

Government-Wide f inrftirl Stltemertt

'[he Covemmenl-Wide Financial Statements are designal to provide usels oa the ,ioancial
sraremenls wilh a broad overyiew of the Municipality's finaaces in a nunner similar to privat€-

'lhe Stalem€'l oi Ner Assets presenb inlbrmation on all of the Municipaliry s assets and
liabilities. wrth the dillcrenc€ hween both repon€d as ne! assels. Over time. incrcases or
dccrcas€s in ncl asscts may serve as a useful indicator of iyhether the financial posilion of the
Muricipaljry ;s improvitig !)r dderioralinE.

l'h! Srarenrnt of Adiviries presents inlbrmation showing hou, the Municipalily's nei assets
changsl durifi-q lhe mosl recer{ liscal year. All changes in net assets arc reponed as soon as the
undcrl.vinS ev(:nt giving risc ro lhe change occuB. regardless of the liming of rhe r€lated cash
llows. -lhus. 

revcnues i d crpcnses are reported in the Sratement of Adivities itlat will only
.csuh in cash tlo1,s in,tture tiscal p€riods. fhe Statement of Aclivities is focused on both lhe

-gross and ,et cosl oi various activilies. which are provided by lhe goverrunenl's Seneral t3x a d
olh.r rcvcrlucs. I'hi. is iniendcd lo sunrrnarize itrd simplify lhe user's analysas ofcost ot vaflous
gdvcmm!nral sclviccs.



trrDd Fimrci Strt![enrs

'I1l€ Furd Fina&cial Srat€meds provide ddriled infoi&ation about th€ Municipality'r no6t
significant furds, not lhe Muflicipalily as a uhole. Th€ Municipglky has only one kind of fi&d
which is the Sovernntental ird.

Covemme al furds arE us€d to accoud lor ess.'rlially lhc sarae frrictions reponed as
govenrnr€ntal activitics in thc Covetu nent Wide FiMncial Slaremenls. However, unlike lhe
Govcnune?t Wide Finarcial Stater$er r Goverrdent Fund Fiiancial Slel€nre s focus on neat
term irflows ard outrlof,s ofs?cndable resonrces. a5 {,eil as orr balaices ofsperdable rcsourc€s
available at the cid oflhe fiscal year. Such irfonnation is useid in evaluating lhe Municipality's
nefi t6m liMrcial t€quiaements.

tsecause lhe l'ocls ofgovemmenlal furds is narrower than that of&e govemmenl wide linancial
statefi€nts. it is usei, to compatG thc inforration prcscnred for govern ncnlal firnds wilh simila!
infonmtion prEsented for govemrEntal 3ctivities ir the govenmcnt wide firurrcial statements.
By doing so, us€rs of the basic finandd stale&ents ,rlay belter undersland the long-term impact
of the Muflicipality's n€ar term linarcial d€cisions. Bolh of the GovemrEntal Fund Brlance
Sh€€! ard the Governrn€ntal Fund Statemenl of Revenues. Expenditures and Chanees in Furd
Balances prcvide a reconciliation lo facilihte this comparison beiweefl govemmental fuflds and
golernmentat actil,ities.

In ra3tructur€ A$rat!

Historically, a govenlrlr€nt's largesi gloup of assets (inl'rastructure - ro6ds, bridge3, traffic
signals. underground pip€s [unless assoeiated with a utility]. elc.) have not been reponed nor
depreciated in govemment financial slalerrcnts. GASB 34 rcquircs rhat these assets be valued ard
reponed wirhin lhe governmental colunrn of the Covertunent-Wide Satementi. Additionally, rh€
golcrnmfit musl €lect lo either (a) depreciale these assets over their esajmated us€fuI lifc or (b)
develop a sysrem of asset marlagement designd to rnaintain the scrvice delivery potenlial to near
perpetlily. lf rhe gover.me.t develops the assel hanagement stsrem (thc rnodified approach)
which periodically (al least every third year), by catcgory! measures and denonstrates ils
rnainlenance of locally €stablished lflrls of service slandards, the gov€mfient may record its cosr

ol maintenarce in lieu of dep.€eiation. The infonnalion abod the condition and mainlenance of
conditio[ of lhe governrner* infr"slficture assets should assist financial statement users in
cvallating a local governmenl afld irs performaace over lime. Tho Mu.icipality has elected to
depreeiate infrastructure assels imread of using lhe modifi€d approach-

I



rIN,\NCIAL .\NALYSIS OF'T}IE JlIUNICIPALITY AS ,I }VITOLE

r\s noled earlier. ner asscts nray sen_ e o\'er lrme .s a usctul indicalor ol'a govemmen! s linancinl
posrli(m. The Municipalily s ner asscls tolaled 510.0 million at lhe cnd of l0ll. compared lo
S19.3 nillio, at rhe tnd oflhe pr.vious ydr.

Yuiiciplity of llhrori!

Condensed Slrlemenl of Nct A{sels

.lune J0.20l l rnd 20l0

I'h€ larEesr p{fli(Jn of lhe }luni.ipality's net asscls consists of the in!estmcnt made throughout
thc vcars in cap(al asscts suLh as lcnd. hurldingr. equipm€nt lnd inlmslruclure. The N'lunicipalily
ruics rhcsc capirrl assels to providc a:nices lo its cilizcns: consequertly. thcse assels are not
rrrilable lbr turure spcnding. Although, the Municipalii!'s investmenl in ils capital ssscls is

rcponc'(i ne! ol relaled dcbt. ( should be nol€d lhat the resources necded lo repay lhis debt must
he pro\idcd liom rhe l)cbt Senice Fuird. srnce lhe capital assds rhemselves cannot be urcd lo
liqurdale rhese liabilities.l he aniounts restncled i-or d€bt servilc repr€scr s another ponion ofthe
rrcr,sscts. and rhcsc are resourccs subject to crtcmal restricrions lor the purposes elplrifl€d

l0r I t0r0

(irpialass(l\

(urmnr labilitics

Noncum t liahilirie\

I,x!lli.bili!l$

In!.\l.J in ..pilrlr\\els. rlct ol nlxlrd Jtht
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J0J6 t.01l
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l8Jr9.1lr
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-1.996.510

I.?80.4.{5

1.992.711

I9.17t.95.r

t6.776.975 11.16.r.667
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('hsnges in Nel.\ss€lr

'I hd ncr xssets increas(ri by 5:69.139 in companson wilh prior year' r\pprorimalcly 55 Pcr'ent ol'

lhc \lunrcipalilr_'s lolal re\.nu€ canre liom la es rvhile ll perccnl resull'd liom granrs tnd

contnbulurs. r;cluding ll\icml aid- Ihc IluniciPality's expenses colcr a range of scnrces l-he

l:rrgest erpenses *cre tor general gov€mmcnl. ('conomic developmenl. public saiely and heallh

Con&n3ed Sl!l.menl ot A.livitie!

.lune 10.201I md20l0

(}.rges lbr seni.ei

Op.nling gEnts lnd conl bulions

( ipiral Sr.rnls and conlribulions
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5.Ls Jnd usc liEs
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(inera I go !cmoEn I

l'rlhlie hdusing aid $.liirre
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rINANCIAL ANALYSIS OF THE IITUNICIPALITY'S IIIDIVIDUAL fLNDS

A5 noied earlier. thc Munaipalily us€s lltd accounting lo ensue and dernor$rate cornpliancc
*ith fi oance-relrred lcgal requircmerus.

Goverrm.Errl Futrds

The lirus of the Municipality'r govcrimcntal futds is to pmvide inlbmlatioo on ncar'lerm
inllows, outflo1f,s, and balances of spqtdable resoutaes. Such inforrnalion is useful in assessing

rhe Mnflicipalily's financing rcquiteirents. In particulat, unreserved fund balance nuy sew€ as a

uselirl nrersure of a govenuienfs na resources available for spending ai lhe arld of lhe fiscal
year.

As oflhe e6d olthe cunent liscal year. lhe Municipality's governmental furds r€porred combircd
cnding fuBd balances of $3.8 rnillior. an inctease of S2.0 million io comparisor wilh the prior

Fr.. There are re$rvalioB of fund balance amouding to $7.8 millioo. This is lhe fund balance

thal is not available t-or new spending because it has already b€en commined:

I ) 10 liquidate cont.acts ard purchas€ ordeN ofthe prio. liscal yea! $0.9 milliot, and

l) ro pay debt service S I .5 million, and
3) to pay tbr capiEl projeds 32 8 million.

The gere.al tund is included within the govemmental tunds it is the chief operalin8 fund oflhe
Municipality- As oa June 30, 201 I, the geneml fund has a balance of $(3.7) million. The fund

balance increasrd by S1,327,022 duting fiscal ).e€r 2010-201 1.

GENENAL FUND BUDCETARY IIIGHLICHTS

Ovea lhe course of lhe year, the Municipality Councii revised the Municipality's budget lo
reclassify cedain exp€nditures among lhe diftarent govemmental functions. Such

reclassifications were necessary to provide for lhe developments that affcct€d lhe MuniciFlity's

CAP'TAL ASSETS AND DEBT ADMINISTRATION

Cipitrl Assets

Ihe Municipality's inl"$mert in capital assets as ofJune 30.201l. a&ounts to S52.6 million, nel

of accumulated depreciali-on of $ 12. I million. leaving a ne1 book value of 540.5 million- This

irveflmen! irl capilal ass€ts includes land. buildings, impmvemenls. equipment. inlaflgible3,

inliasltucture and constnrclion in pmgress. Infrastructure assels are itefns lhat are normally
immovable and of value only to thc stale. .uch as roads, bridges. slr€e6 and sidewalk, drainage

systems. lilrriing systems. and similsi items.

the rdal increase in lhe Municipality's iN€strne in capilal assets for the cufferl {iscat year was

abour It percenl ir lerms of book value. Aclual expenditures lo purchase or const rct capilal

asrers w€re $1. I million for &e year. Deprecialion charges for the year lolaled $ I 4 million.

-the Municipalily linances a significant poflion ot. its conslruclion activities thtough bond

issuances. Ihe pr.reeds liom trond issuances designaled fbr conslnrction aciivities ar€

conlnilted in (s cnti.cty lor such purposcs and crnnot be uscd fo.any olherpurPoses.



t)eht \dminhlrstion

l he Puc(o Rico l-.Srslalurc has !:lahhshcd a

municipal txrnds and nol.s t'or lhc prtr cnt or-

cach ruuniciprlity n)ry be pleds€d.

Iinriralion l_or lhe iss@nce ol 8€ncral obligalio:r
*hich lhe good larlh. crcdir ind laxinS B)uer o!

Ihe applicable law illso r€quires (hat in order lor a rnunicipalily lo be able Io issue .lddiiional

g.r..,il'r'trfigr,iou k)nds and ndes such municrpality must have suflicienl Paynlcnt capacily"'

i.,-f1.. oii"r"ia". lhat a municipaliry has suliici€nt '-Pavmenl cipacity to.incur addxirrnal

r.nerat of,tigrtirn dcbl iflhe depo;ils rn such municiPaliiy's R'dcmP!rcfl fund ilitd lhe.amual

ir,,,rnrr .nli""r"a 
";rt, 

,.spect tri such rnunicrprlny s Specral AJdilr(rnil l'r\ l'$ delrned below)

x. nRn.rlr,l bv (;DB. wrll hc sul'llcre,rl lc \cn'r(e lo n)rlurily lhe rrrunrciprhr,'r outsirnJing

,",i*"i "uf,g"',." debl rn.i lhe addilronal proposcd general obliga(ion debt ("Paytncnl

Cxpncrry").

lhe Nlunicipally is required undcr applicable law lo lev!- lhe Spe'cial Addriional Tax rn such

,rr.unt. o. it,utt't 
" 

."quired tbr lhe paymenl ol ils 8en€ral obligation municipal bonds and notes'

i,, ,,Jii,i.". pri,,"ip"r ,jr nnd interesl on a,l geneml obligalion municipal lx]nds and noles.and on

,if irr"Upri,.,"i i"*.a in anlicipalx)n oiih€ issuance oI gencral obligaiion bonds issued.bv lhe

friuul.iprti,v "on.tirur", 
tirst licri on lhe Municipalilv s Basic-lix rcvenues' Accotdingly' lhe

r,i",ii.ip"ri,v . e"ti. r"x rc!€nucs would be available lo make dehi service Pavmenls on gercml

,,ifigr,i'"" ,i'*i.iprf mnds and nolcs lo lhe ext€nl lhal lh€ Special AdditionalTax levied bv the

ir"'i"ip',fi,y. t,rgerhcr wirh nronels on deposit in lhe Municipalily's Rede ption Fund' are nol

sutticienr ro covir such debt virvice. lt has never been nccessary lo apPly Basic Taxes lo Pay debl

reftice on gcrcral obli8alion dcbl otlhe Municipalily'

T:CONOIIIIC F,\C'TORS AND NEX'I'YEAR'S BUDCETS AND R'I'I'ES

Ihe Municipahty rclies prinrarrty on prcpeny and nruniciprl taxcs as well as fedeml.grants lo

cany oul thc go,rcrnnrcnia! activities flist(tncally. propeny and rnunicipal tai{ss h:tve becn very

,r"i,.i"f,f. ""ft,".**"s ol rPpro\imnkly I0 pcrcent' [ederal grant rclenues mav vary ifnew

:.:rrr!rs .rrc ,r!:r'ahlc hut lhe rd\errue als.) rs !crv flcdrcl"blc

'l hose l-aclors wcrc cotlsidcrcd whcn prcpanng Ihe tt4unrriPalrry s budl{l tor lhc l;scal year 2009_

:oiri t'trc lo,r {gnrliirtrr ihartue b.r*een rn. r'udlct lor lls(Jl te'r ltl0q-loll nnd rhe prior

vcar rre Ihc lbllorving:

. Incrcnr€ ir!:\tunrcipal I icensc I!{rc!cnucol536 lSt)

. I)€crcasc nr (;ranl ind (innribuliorl r€vcnue ofS 1 09: 719'

. lrtrcasc irr (;cncral (iovcn)mcnt e:(pctulitures olSl'll r'591'

. I)c!rcrtsc rn l'uhlic Saltry- crpcndi{urcs ol56l.1l5-

lIc urcrcase rlr llunicipal liccnsc lax rcverruc is mainlv duc rt) the new husiness eslxhlish

,hc rr)erca\e in (;crrcral (;olcl]]rrrertt .\pcndiiur's
rcduclr()n ol slil. pr('B)sals relalcd lo cnrpk)t rtnl.

is due l() incrcns€ in snlaries et(pcnses bv lhc
rhc rnc.e0se ol-thc cosls ol gcneral scrviccs:is

t



TTNTNCIAL CON'TACI'

,he Municipalily.s l]nanctal stirlem€Ills 3re designd lo prcscnl usenj ltltizens. litpayers.

.r"i,,rr.... ,,it".u". 
"ra 

.rcdnors) wrlh a s€ner]l o!en'rew olthe iuurrrcipalily r linances ^M 
ro

;;;';,,",tr," rhc \lunicrpalirv s r""o,nt,bil'tl lt vou ha\e qucsrions abour.rhe reg)r't or n'ed

nddruonal llnancral inlbrmariorr. conlact the,\lunicipalitv s Chi'l [innncia] Odiccr



COMMONWEALTH OF PUEFTO RICO

MUNICIPALITY OF MOFOVIS

STATEMENT OF NET ASSETS

JUNE 30,2011

Assots

Cash (Notes 2 and 5)

Cash wth fiscal agent (Notes 2 and 5)

Accounts receivable:
Property taxes

Sales taxes and uses
Oue from other agencies (Note 9)

Capital assets, net (Noto 11)

Total assets

Liabilities and Net Assets

Liabilitles
Accounls payable and accrued liabilities
Due to other agencies (Nots-12)

General obligations:
Bonds
lnterest

Delerred revenues:
Municipal license tax (Nole 13)

Accrued interest
Noncurrent liabilities: (Note 15)

Due within one year

Due in more than oae Year
Total liabilities

N6t 4356t3
lnvestment in capital assets. nel of related debt

Reslricted for:
Debt service
Capital projects

Unreskicted
Total net asseis

Total liabilities and net assels

Goveanmental
Actlvilie3

$ t.446,497

4,544,0

8,487
41,009

324,883
40,461,043

_q__19!?9€99-

511.381
't,191,547

435.000
244,302

441,179
1.173,121

990,578
21 ,789,867
26,776.975

$ 37,547.524

1,471,495
4,176,487

(23,146.142\
20.049,008

$ 46.825,983

The accompanyinq noles are an integral part ol these basic Iinancial statemenls.
- 10.
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COMMONWEALTII OF PUEBTO RICO

MUNICIPAUTY OF MOROVIS

BECONCIUANON OF THE GOVERNMENTAI FUNDS

BALANCE SHEET TO STATEMENT OF NET ASSETS

JUNE 30, 2011

Total fund ba{ances - governm€ntal funds

Amounts reported for governmenlal activities in lhe statement
of net assets are ditferent because:

. Capitalass€ts, net used in governmental activities are
not current financial resources and iherelore are not
reported in the governmental funds balance sheet

. Some liabilities, including bonds payable, are not due
and payable in the current p€riod and theretore ar€ not
reported in the funds. (Nols 4)

Net assets of governmental activities

$ 3.763,345

40,461,043

(24,175,380)

$ 20,049,008

The accompanying notes a.e an integral part of these basic tinancial statements.

ORTIZ. RIVERA. RIV ER A & CO,
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COiIUONWEALTH OF PUERTO RICO

MUNICIPAUTY OF MOFOVIS

RECONCILIATTON OF THE STATEMEM OF REVENUES, EXPENDITURES' AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNOS TO THE

FOR THE FISCAL YEAR ENDED JUNE 30' 2011

Net change in tund balances - total governmental funds

Amounis reporled lor governmenlalactivities in the statement of

activities are ditferent because:

. Governmental funds report capital outlays as expenditures.

However. in the statement ol activities, the cost ol ihose

assets is allocated over their estimated uselul lives and

reported as depreciation expense.

. Depreciation expense on capital assets is reported in the

statement of activities, but they do not require the use ol
cur.ent financial resources. Therefore. depreciation expense

is not reported as expendjture in governmental funds.

. Governmental tunds report issuance ol long-term debt as

other financial sources because provides current financial

resources.

. Governmental funds .eport principal payments on long-term

obligations as expenditures, whereas the principal payments

.educes the long-term obligations in the statement of

. Change in accrued interest expense which does not require

the use ol current financial resources.

. Some expenditures repo.ted in the governmental funds do

nol require the use ol current financial resources: therelore,

$ 2,037,990

3,425,464

(1,383,862)

(5,110,000)

are not reported as expense in statement ol activities. (154,564)

Changes in net assets ol governmental activities s 269,389

The accompanying notes aae an inlegral part of these basic ,inancial stalements-
-'6 -
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1.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS
FOF THE FISCAL YEAR ENDED JUNE 30, 201'

ORGANIZATION

The Muoicipality ol Morovis, Puerto Flico (Municipality) was founded in 1818. The

Municipality is a political legal entity with full legislalive and administrative faculties in

every atfak of the municipal character, with perpetual succession existence and legal

identity, separate and independent hom the central government ol the

Commonwealth of Puerto Bico. The l,4unicipality provides a lull range of services
including health, public works, environmental control, education, public safety, public

housing and community development, culture, and recreation as well as many other
general and administrative services.

The lvlunicipal Government comprises the executive and legislative branches. The

executive power is exercised by the flayor and the legislative by the lvlunicipal
Assembly, which has 14 members. The members of these branches are elected
every lour years in the Puerto Flico general elections.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Municipality have been prepared in

conformity with accountang principles generally accepted in the United States of
America (GAAP) as applicable to governmental entitles. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporiing principles

The financial information ol the Nlunicipality is presented in this report as follows:

. Management's Discussion and Analysis - lntroduces the basic linancial
statements and provides an analytical overview of the Municipality's financial
activities.

. Government - Wide Financial Statements ' The repo.ting model includes f,nancial

statements prepared using full accrualof accounting for all ol ihe government's

activities. This approach includes nol iust current assets and liabilities' but also
capital assets and long-term liabilities (such as buildings and infrastructure,
including bridges and roads, and general obligation debt)

2.

- 18 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (COMNNUED)
FOR THE FISCAL YEAR ENDEO JUNE 30, 2O11

. Statoment of Net Ass€ts - The stalement of net assets is designed to display the
financial position of the Municipality, including capital assets and inlrastructure.
The net assels of the Municipality will be broken down into three categories;
invested in capital assets, net of related debt: restricted; and unrestricted.

. Statement of Program Aclivities - The goverrment - \r,/ide statemenl of activities
report expenses and revenues in a lormat that locuses on the costol each of the
govemmenfs functions. The expens€ ol individual functions is compared to the
revenu€s generated directly by the function.

. Budgetary comparison schedules - Demonstrating compliance with the adopted
budget is an important component of a government's accountability to the public.
Under th6 reporting model, the lvlunicipality will continue to provide budgetary
comparison inlormation in their linancial statements. An importanl change,
however, is a requirement to add the governmenfs original budget to lhe cur€nt
comparison of linal budget and actual results.

The lollowlng is a summary of the more sjgnificant policies.

a- Reporting Entity

A reporting entity is comprised of the prirnary government, component units and
other organizations that are included to ensure that linancial statements are not
misleading. The primary government consists of all funds, departments, boards
and agencies that are not legally separate from the l\,runicipality and forwhich the
l\4unicipality is linancjal accountable.

The luunicipality's management has considered all potential component units
(whether governmental, noltor-profit, or profit-oriented) lor which it may be
linancially accountable, and other legally separate organizations for which the
Municipality is not financially accountable but the nature and signilicance of their
relatlonship with the Municipality may be such that exclusion of their basic
financial statemenls lrom those ot the Municipality would cause the
accompanying basic financial statements to bo misleading or incomplete.
Accordingly, a legally separate organization would be reported as a component
unity of the Municipality il allot lhe following criteria are mel:

- 19 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FON THE FISCAL YEAR ENDED JUNE 30, 2011

1) The Mayor appoints a voting majority of an organization's govetning body
and, either (1) th6 Municipality has the ability to impose its will on that
organization or (2) the organization has the potential to provide specific
linancial benefits to, or impose specitic financial burdens on, lhe Municipality.

2) The economic resources, for which the Municipality is entitled, eiiher
received or held by the separate organization, are entirely or almost entirely
for the direct benefit ol the Municipality or its constituents.

GAAP details two methods of presentation: blending the linancial data of the
component units' balances and transactions in a manner similar to the
presentalion of the lvlunicipality s balances and transactions or discrete
presentation ofthe component units' financial data in columns separate from the
N/unicipality's balances and transactions.

The Municipality's management has concluded that, based on the
aforementioned criteria, there are no legally separate entities or organizations
that should be reported as component units of the Municipality for the fiscal year
ended June 30,2011.

b. Government-Wlde and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and
lhe statement of changes in net asseis) reporl inlormation on all the activities of
the Nlunicipality. For the most part, the effect of interfund activity has been
removed lrom these statements. Governmentalactivitaes are supported mainly by
taxes and interqovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses
ol a given function or segment is otfset by program revenues. Direct expenses
are those that are clearly identitiable with a specific lunction or segment. Program
revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit fiom goods, services, or privileges provided by a given function or
segment and 2) grants and conkibutions that are restricted to meeting the
operational or capital requirementsof a particular function orsegment. Iaxes and
olher items not properly included among program revenues are reported instead
as general revenues.

-20-
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COMMONWEALTH OF PUERTO FICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANC'AL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 201.I

The lund financial statements segregate transactions related to certain lunclrons
or activities in separale funds in order to aid financial management and to
demonstrate legalcompliance. These statements present each major fund as a
separate column on the fund financial stalements; all non-major lunds are
aqgregated and presented in a sinqle column.

For the liscal year ended June 30, 2011, the i.4unicipality implemented
Government Accounting Siandards Board Statement No. 54 (GASB 54), "Fund
Balance Repoiing and GovemmentalFund Type Definitions". The requirements
of this statement are ellective for linancial statement periods beginning afterJune
15. 2010.

GASB 54 enhances the uselulness of fund balance information by providing
clearer lund balance classifications that can be more consistently applied, and it
clarilies the existing governmental fund type definitions. lt establishes lund
balance classifications that comprise a hierarchy based p.imarily on the extent to
which a government is bound to observe constraints imposed upon the use of the
resources reported in governmental funds.

GASB 54 also provides guidance for classifying stabilization amounts on the face
of the balance sheet and requires disclosure of certain information about
stabilization arrangements in the notes to the linancial statements. The definitions
of the General fund, special revenue fund type, capital projects fund type, debt
service fund type, and permanent lund type are also clarified by the provisions in
lhis statement.

Measurement Focus, Basis ol Accountiog, and Financial Statement
Presenlation

The government-wide linancial staiements are reported using the economlc
rcsources measurcment locus and the accrualbasis al accounting. Flevenues are
recorded when earned and expenses are recorded when a liability is incurred,
.egardless ot the timing of relaled cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items a.e
recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

-21 -
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COMMONWEALTH OF PUENTO RICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINATTCIAL STATEMENTS (CONTINUED)
FOF THE FISCAL YEAN ENOED JUNE 30,2O1I

Governmental fund financial statements are reported using the cufient linancial
rcsources measurement tocus and lhe modilied accrual basis of accounting.
Revenues are recognized as soon as they ar€ both measurable and available.
Revenues are considered to be available when they are colleclible within lhe
currenl period or soon enough thereaiter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available il they ar6
collected within lhe current period or soon enough thereafter. Expenditures
generally are recorded when a Iiability is incurred, as under an accrual accounting.

However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when
paymenl is due.

Propertytaxes, lranchise taxes, licenses, and interesl associated with the current
fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of th€ current liscal period. Only the portion of special
assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue ofthe current period. Allother revenue items
are considered lo be measurable and available only when cash is received by lhe
government.

The Municipality reports the following major governmental funds:

1) General Fund

This is the operatjng lund of the Municipality and accounts for all tinancial
resources, except those required to be accounted for in another lund.

2) Special Fund

This lund is used to account tor linancial resources derived lrom capitaland
operating grants awarded each year by lhe Commonwealth's Senate and
House of Representatives (the Commonwealth's Legislature). The purpose ol
lhe amounts awarded by the Commonwealth's Legislature vary from year to
year, bul are generally reskjcted to (1) padially subsidy certain qualifyrng
adminiskative and operational activities oflhe Municipality, (2)provide speciric
multipurpose services to citizensand (3)iinance the acquisitaon or construction
of capital assets approved by the Commonwealth's Legislature.

'22 '
{)RTlZ. Rl!ERA. RlVtrlA & C0.

str j: lr,H"\.,i,ij \.nr,rr.t,Rq$r^.ti|.t,tr,,rr:\-rinlitrFr\;r?tilljr,l



COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2011

3) Debt Service Fund

This tund is used to account for the resources accumulaied and payments
made for principal and interest on long-term general obligation debt ol
governmental lunds.

4) Bonds lssuances Fund

This fund is used to account the bond issuance from the Government
Development Bank for Puerto Rico- The purpose is for construction ofcapital
assets approved.

Private-section standards of accounting and financial reporting issued prior lo
December 1, 1989, generally are followed in the government-wide ftnancial
statements to the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board. As ageneral rule the
effect of interfund activity has been eliminated lrom the government-wide financial
statements.

Amounts reported as program revenues include 'l) charges to customers or
applicants lor goods, services, Iicenses, permits, or privileges provided, 2)
operating grants and contributions, and 3) capital grants and contributions,
including special assessments. lnternally dedicated resources are reported as
general rcvenues talher than as program revenues. Likewise, general revenues
include all taxes.

When both restricted and unrestricted resources are available for use, it is the
government's policy to use restricted resources first, than unrestricted resources
as they are needed.

d. Cash and Cash with Fiscal Agent

The Nlunicipality's Finance Director is responsible for investing available
resources. The Municipalily is restrjcted by law to invest only in Savings accounts
with banks qualified as a depository o, public lunds by the puerto Rico Treasury
Department (PFITD) or in instruments ot the Government Development Bank for
Puerto Rico (GOB).
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COMUONWEALTH OF PUETTO RICO
MUNICIPALITY OF MONOVIS

NOTES TO THE FINANCIAL STATEMEMTS (CONTINUED)
FOR THE FISCAL YEAH ENOED JUNE 30, 2011

Cash with fiscal agent in the capital poects fund consists of unused proceeds
from appropriations from tho Legislature of Puerto Flim, forthe payment of current
liabilities, and bonds and notes issued lor the acquisition and construction of
maior capital improvements. Cash with fiscal agent in the debt service fund
represents special additjonal property tax collections retained by the
Commonwealth of Puerto Rico and restricted lor the paymentofthe l/unicipality's
debt service, as established by law.

lnterfund Rsceivables and Payableg

Activity betvveen tunds that are representative of lending/borrowing arrangements
outstanding at the end of the liscalyear are referred to as either due to/from other
lunds (i.e., the current portion of interfund loans) or advances to/from other funds
(i.e., the non-current portion of interfund loans). All other outstanding balances
between ,unds are reported as due to/from other funds.

CapitalAssets

Capitalassets, which include property, plant, equipment, and intrastructure (which
is normally immovable and ol value only to th6 L4unicipality, such as roads,
bridges, streets' sidewalks, and drainage system), are reported in the appticable
governmental or component units columns in the government-wide financial
statements.

Capital assets purchased or acquired are carried at historical cost or estimated
historicalcost. Contributed assels are recorded at lair marketvalue as ofthe date
donated. Additions, improvements and other capital outlays that significantly
extend the useful Iife of an asset are capitalized. Other cosls incurred for reparrs
and maintenance aae expensed as incurred. Depreciation in capital assets is
calculated on the straight-line basis over the following estimated usefully lives:

Building
Buildings and building improvements
Land improvement
lvlachinery and equipment
Vehicles
lnfrastructure

Useful Lile

40-60 years
20-40 years
15-40 years
5-10 years
5-20 years

40-60 years

-24'
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COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF iilOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAF ENDED JUNE 30, 2O,I I

9. Fund Ealances

ln the current year, th€ Municipality adopted the provisions ol GASB Statement
No.54, Fund Balance Reponing and GovenmentalFund Type Dernihbns (GASB
No. 54), which enhanced the usefulness of fund balance information by providing
clearer fund balance classilications that can be more consisten y applied. This
statement establishes,und balance classifications that compriso a hierarchy
based primarily on the extent to which the Municipality is bound to observe
constraints imposed upon the use of the resou.ces reported in governmental
funds.

Pursuant to the provisions ot GASB No. 54, the accompanying lund tinancial
statements report fund balance amounts thatare considered nonspendable, such
as lund balance associated with inventories. Other fund balances have been
reported aS restricted, committed, assigned, and unassigned, based on the
relative strength ol the constraints thaiconkolhow specific amounts can be spent,
as described as tollows:

1) Nonspendable - Aepresent resources that cannot be spent readily with cash or
are legally or contractually required not be spent, including but not limited to
invenlories, prepaid items, and long term balances of interfund loans and
accounts receivable.

2) Restricted - Represent resources that can be spent only for the specific
purposes stipulated by constitutional provisions, external resource providers
(externally imposed by creditors or granto.s), or through enabling legislation
(that is, legislation that creates a new revenue source and restricts its use).
Effectively, restrictions may be changed or lifted only with the consent ot
resource providers.

3l Committed - Flepresent resources used lor specilic purposes, imposed by
formal action of the Municipal's highest level ol decision making authority
(Municipal Legislature through resolutions and ordinances) and can only be
changed by a similar law, ordinance or resotution, no later than the end of
liscalyear.

4) Assigned - Flepresent resources intended to be used by the Municipality for
specilic purposes but do not meet the cr,teria to be classified as restricted or
committed (generally executive orders approved by the Mayor). lntenl can be
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COMUONWEALTH OF PUERTO RICO
MUNICIPAUW OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1t

expressed by the Municipal Legislature, the Mayor or by an otficial or body to
which the Municipal Legislature delegates authority in conformity with the
Autonomous l,runicipalities Act of Puerto Rico, as amended. In governmental
funds other than the general lund, assigned fund balance represents the
remaining amount that is noi restricted or committed.

5\ Unassigned - Represent the residual classification lor the Municipality's
general tund and includes all spendable amounts not contained in the other
classilications. ln other funds, the unassigned classirication is used only to
report a delicit balanc€ resulting from overspending for specific purposes for
which amounts had been restricted, committed, or assigned.

Negative fund balance amounts are assigned amounts reduced to the amountthat
will raise the fund balance to zero. Consequently, negative residual amounts in
restricted, committed, and assigned fund balance classification have been
reclassifjed to unassigned fund balances.

The Municipality reports resources constrained to stabilization as a specilied
purpose (restricted or committed tund balance in the general fund) only if: (1) such
resources meet the othercriteria forlhose classifications, as described above and
(2) the circumstances or conditions that signal the need for stabilizaiion are
identified in suff,cient detail and are not expected to occur routinely. However, the
Municipality has not entered into any stabilization-like arrangements, nor has set
aside material tinancial resources lor emergencies and has not established formal
minimum fund balanc€ amounts as of and lor the fiscal year ended June 30,
2011 .

ln situations when an expenditure is made lor a purpose for which amounts are
available in multiple fund balance classifications, the lrrunicipality uses restricted
resources first, and then unrestricted resources. Within unrestricted resources, the
[,4unicipality generally spends committed resources lirst, followed by assigned
resources, and then unassigned resources wh6n expendilures.

The classification of the [4unicipality's individual governmental funds among
general, debt service, special revenue, and capital projects tund types used in
prior liscal years for financial reporting purposes was not affected by the
implementation of GASB No. 54. ln addition, the tinancial positions and the resulls
ol operations reported in the accompanying lund financial statements as of and for
lhe liscal year ended June 30, 2011 have not been atfected for this change in
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COMMONWEALTH OF PUERTO RICO
MUNICIPAUW OF MOROVIS

NOTES TO THE FINANCIAL STATEMEI{TS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2011

accounting pinciple. Accordingly, lhe accompanying fund linancial statements
have not r;ported any retroactive restatements or reclassitications of lund equities

as of July '1, 2010.

Rlsk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and
other losses. lnsurance policies are negotiated by the Puerto Rico Treasury
Department and costs are allocated among all the municipalities ol Puerto
Rico. Cost of insurance allocated to the lvlunicipality and deducted lrom the
gross property tax collections by the Municipal Revenue Collection Cenier (the

"bRttrl) for the year ended June 30, 2011 amounted to approximately

$236,155. The current insurance policies have not been cancelled or
terminated- The CFIIM also deducted by $288,327 for workers' compensation
insurance covering all municipal employees.

Compensaled Absences

Employees are entitled to 30 days vacations leave and 18 days sick leave per
year. Sick leave is recorded as expenditure in the year paid. Employees are
entitled to payment of unused sick leave upon retirement if have been employed
for at least 1o years in the municipal governmenl. On July 1997, state Law 152

supra amended the Article '12.016, Section b (2)of the Municipal Law, authorjzing
the Municipality to pay any excess of vacations and sick leave accumulated over
the maximum previously permitted by law. Calculaiions must be made until
December 31 of every year. Excess ol sick leave must be paid until March 31

next every natural year. Excess of vacations can be paid alter July 1 of every
fiscal year.

Use of Estimates

The preparation ol linancial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that allect the reported amounts of assets and
liabilities. and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts o, revenues and
expenditures,/expenses during the reporting period. The most significant
estimates consist ot the contribution received from the Puerto Rico Eleckic Power
Authority caused by the delay of the notification of the actual revenues and
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COTIMONWEALTH OF PUERTO FICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONNNUED}
FOA THE F'SCAL YEAR ENDED JUNE 30, 2O1I

exp€ndilures lo the presented in lhe financial statements of the agencies
mentioned above.

k. Futlre Adoptlon ot Accounting pronooncemenls

The GovernmentalAccounting Standards Board (GASB) has issued the following
statements that the Municipality has not yet adopted:

Statement
Numb€r

57 OPEB Measurement by Agent ZOlt-1Z
Employees and Agent Mulii-Employers
plans

60 Accounting and Financiat Reporting for 2O1Z_13
Service Concession Arrangemenls

61 The Financiat Reporting Entity: Omnibus 2012_13
- an amenclment ot GASB statements
No. 14 and 34

62 Codification ofAccounting and Financiat 2012-13
Reporting Guidance Contained in pre -
November 30, 1989 FASB and AtCpA
Pronouncements

63 Financiat Reporling of De,erred Outflows 2012-13ol Flesources, Deferred Inflows of
Resources, and Net position

64 Derivative lnstrumentsr Appticalion ot 2011-12Hedge Accounting Termination
Provisions - an Amendment of GASB
Statement No. 53

The impactof lhese statements on the Municipality,s financial statements has not
yet been determined.

Statemenl Name
Adoptlon Required

in Flacal Yea.
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COMMOI{WEALTH OF PUEBTO RICO
i,UT{ICIPAUTY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONNNUED}
FOR THE FISCAL YEAR ENDED JUIIE 30, 201'

3. STEWAHDSHIP,COMPLIANCE, ANDACCOUNTABILITY

a. Budgetary Control

The Municipality's annual budget is prepared on the budgetary basis of
accounting, which is not in accordance with GAAP, and represents deparimental
approprialions recommended by the Mayor and approved by the Municipal
Legislature prior lo the beginning of the fiscal year. Amendments to the budget
require the approval of the Municipal Legislatur€. Transfers of appropriations
within the budget, known as Mayor's Resolutions, do not require the approvalot
the Municipal Legislature.

The Municipality prepares its annual budget including the operations of the
general and the debt service funds.

Revenues and Expenditures - Budget and Actual(Budgetary Basis), accordingly,
includes only the operations of the general and the debt service funds. The
amounts budgeted under the Special Flevenue Fund were excluded since they are
received and expended over a period ol time which generally exceeds ihe current
yeat.

For budgetary purposes, encumbrance accounting is used- The encumbrances
(i.e., purchase orders, contracts)are considered expenditures when incurred. For
GAAP reporting purposes, encumbrances outstanding atyear-end are reported as
reseryations of fund balances and do not constitute expenditures or liabilities
because the commitments will be honored during the subsequent year.
The unencumbered balance ot any appropriation at the €nd of the fiscat year witl
lapse at the end ol such liscal year. Other appropriations. mainly capital project
appropriations, are continuing accounts for which the l,Iunicipal Legislature has
authodzed that an unspent balance lrom the prior year is ca(ied lorward and
made available for current spending.

The annual budget is presented in the Combined Statement of Flevenues and
Expenditures - Budget and Actual (Budgetary Basis) is the budget ordinance lo
June 30, 201 1 represeoling the original budget.
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COMUONWEALTH OF PUEFTO RICO
MUNICIPALITY OF MOROVIS

NOTES TO 
'HE 

FINANCIAL STA?EMENTS (CONIINUED)
FOR THE FISCAL YEAH ENDED JUNE 30, 2O1I

b. BUdgeUGAAP Roconciliatlon

The tollowing schedule presents comparisons of the legally adopted budgst,^rith
actual data on a budget basis. Becauso accounting principles applied for
purposes ofdeveloping data on a budget basis dilf€r signilicanfly lrom lhos6 used
to present financial statements in conformity with GAAP, a reconciliation ol eotity
and timing difterences in tho excess of revenues and other tinancing sources
over exponditures and oth€r financing uses for the year ended June 30, 201 1 is
presented below for the general fund and debt service funds:

Debt
Servica General

Deliciencies of expenditures ove. revenues
budgotary basis
Enlity dilferences:
Non-budgeled revenues
Non-budgeted lransfeIs

Timing dilterences:
Prior year encumbrances recoded as
current year expendilures lor GMP baSis
Current year encumbrances recorded as
expenditures for budgeta.y basis

Excess of revenues over expenditures -
GAAP basis

(s15,85A

1.109,452

$_-368-929 $__132J,022

($ 1 ,1 63,344)

1,s29,323

($ 209,544)

2,472,294
( 1,s29,323)

Legal Compliance

The legal level ot budgetary control is at the individuat department tevel ,o.
general fund expenditures, and principal and interest due for the debt service
lund.

4. BECONCILIANON OF GOVERNMENT-WIDE AND FUNO FINANCIAL
STATEMENTS

The qovernmental fund balanc€ sheet includes reconciliation between fund balance-
governniental ,unds and nel assets ot governmental activities as reported in the
government-wide statementof netassets. Oneetementof that reconciliationexplains
that some liabilities, including bonds payable, are notdue and payabte in the currenl
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO}
FOf, THE FISCAL YEAR ENDED JUNE 30, 201,t

period and therefore are not reported in ihe funds. The details ol the approximately
$24.2 million differences are as follows:

Bonds payable
Compensated absences
Note payable
Treasury Department
Accrued interest
Christmas bonus
cRrM (LrMS)
ASES
Puerto Rico Retirement System Adminislration

Net adjustment to reduce fund batance governmentat ,unds
to arrive at net assets of governmental activities

$20,239,020
1,600,406

679,588
49,335

1,173,121
221 ,814

8,341
177,345
26.450

$_24-[5.?80

5. OEPOSITS. CUSTOOIAL CFEDIT RISK

Custodial credit risk is the risk that in the event of a bank failure, the government,s
deposits may not be returned to it. Under puerto Flico statutes, public funds
deposited in commercial banks must be ful,y co ateralized for the amount deposited
in excess of lederat depository insurance. All securities pledged as collaterals are
held by the Secretary ol the Treasury of puerto Hico. ln addition. the Nlunicipality
maintains deposits with the Government Development Bank for puerto Bico (GDBi

The deposits at GDB ot approximatety $2,291 ,486 those are reskicted principaly for
capital projects, and the $2,101,301 in the debt service fund are unsecured and
uncollateralized, as no collateral is required to be carried by governmental banks.
The Municipality maintains its inveslments in two (2) banks located at puerto Flico.
All krnd of deposit is guaranteed l,y the Federal Deposit lnsurance Corporation
(FDIC). The standard insurance amount timit is $25O,OOO.

The excess js covered by collateral provided by banks and held by the Treasury
Department of the Commonweatth ol pue.to Hico pursuant to applicabte laws and
regulations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOFOVIS

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENOED JUNE 30, 2011

6. PROPERTY TAXES

The lvlunicipal Revenues Collection Center (CRIM) ol the Commonwealth of Puerto
Flico is responsible by law for the assessment, levy and collectjon ot all real and
personal property taxes. The tax on personal property is self assessed by the
taxpayer. The assessment is made in a return which must be liled with the CFlll\,il by
lvlay 15 ol each year. The tax on real property is assessed by th6 CFllM. The
assessment is made as of January 1 ol each year and is based on estimated current
values ol the property as of year 1957. The tax on personal property must be paid in
full together with the return on or before May 1 5. The tax on real property is due in
two equal installments in July 1 and January 1, following the assessment date.

The rates are 9.08o/o for real property and 7.08% for personal property. The
composition is as follows:

Basic property
Additional special property - state
Additional special property - municipal

Discounts made by state to tax payer

Real

6.00./"
1 .O3"/"
2.25%

(0.20%\

90!&

Personal

4.00%
1.030/"
2.25"h

@.20"/"\

7.03%

Ihe N.4unicipality's basic property tax rate represenls the portion which is appropriated
lor general purposes and accounted for in the general fund.

The "Additional special property tax - municipal' is reskicted for debt service and
retained by GDB for such purposes and it is recorded as revenue in the Debt Service
Fund when collected by the CFIIM and reported to the lvlunicipality.

The 'Additional special property tax - state" is collected by the CRIM for the payment
ol principal and inlerest of general obligation bonds and certain other obligations
issued by the state qovernment.

Flesidential real property occupied by its owner is exempt by law lrom the payment
of property taxes on the first $15,000 of the assessed value. For such exempted
amounts, the Depanment of Treasury assumes payment of the basic tax to the
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NOTES TO THE FINANCIAL STATEMENTS (COiITINUED)
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payment is made. Revenue related to the basic lax on exempt property is
recorded in the General Fund when payments are received from the CRIM.

Complete exemption from personal property taxes up to an assessment oI $50,000
is granted to merchants with an annual volume of net sales less than $150,000

Prior to the beginning of each liscal year, the CRIM informs the lvlunicipality of the
estimated amount of property tax expected to be collected lorthe ensuring fiscalyea!'.
Throughout the year, the CRIM advances lunds to the Municipality based on the initial

estimated collections. The cRlM is required b)/ law to prepare a settlement statement
on a fiscal year basis, whereby a comparison is made between the amounts
advanced to the lvlunicipality and amounts actually collected lrom taxpayers. This
settlement has to be completed on a preliminary basis not later than three months
after fiscalyear-end, and a linal settlement made not later than six months aller year
ends. ll the CRIM remits to the l,4unicipality properry tax advances, which are less
than the tax actually collected, a receivable lrom lhe CBIM is recorded at June 30.
However. if advances exceed the amount actually collected by the CRIM, a payable to

the CBIM is recorded at June 30. DuringJuly2002, the Municipality enlered intoa
repayment agreement with GDB and CRIM to repay the excess of properry taxes
advances trom liscalyears upto 2001 lor approximately $723,333 This amount will
be repaid through advances from ploperty taxes (reler to Note 15).

The Municipality has received the preliminary lrom CFIIM related to fiscal year 2010-
201 1. The amount collected from taxpayers and charges by CFIIM of approximately

$6.9 million, more than the advances Ieceived by the Municipality forthe same period

by $6.7 million. Such amount is presented as intergovernmental receivable in the
general iund in the basic financial statements for $197,734. (See Note 9)

7. MUNICIPAL LICENSE TAX

lvlunicipal License Tax receivables are recorded in the liscal year in which payment is
due and, accordingly, represent taxes which are due and uncollected at June 30,
2011. The annual Municipal License Tax isdetermined based on the gross income of
all commerce and industrial organizations who have operations in the lvlunicipality of
lvlorovis, and are not totally or partially exempi under the lndustrial lncentive Law of
Puerto Hico.
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MUNICIPAUTY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONNNUED)
FOF THE FISCAL YEAR ENDED JUNE 30,2011

An annual return of business volume should be filed on or belore April 15 of each
year and payable in two equal installments due on July 1 and January 1. A discount
of 5olo is allowed when full payment is made on or before April 15. The rates of
municipal license in the Municipality of lvlorovis, are as follows:

Savings and loans associalions = 1 509/0

Financing institution = 
'1.50"/"

Other organizations =.50o/o

The amounts collected in advance are recorded as delerred revenues in the General
Fund. The lvlunicipality invoiced and collected in advance during lhe current year
approximately $441,179, corresponding to the next fiscal year municipal license.

8. SALES AND USE TAXES

On July 29, 2OO7 the Commonwealth Legislature approved Act No. 80 ("Act 80')
which imposed to all th€ Municipalities of Puerto Hico a uniform municipal sales and
use tax of 1.5%. Effective August 1, 2OO7 1v" of the 1.5% will be collected by the
lvlunicipalities and the remaining .5olo ol the L5% will be collected by the Puerto Rico
Department of Treasury.

Act 80 also provides for restrictions on the use of the resources (including the .5 ol
1.5ol" collected by the Commonwealth Government) to be invested in solid waste and
recycling programs, capitalimp.ovements and health and public saletycosts. Amount
collected by the Commonwealth Government willbe deposited in accounts or special
funds in the Governmental Development Bank ol Puerto Rico ("GDB"), subject to
restrictions imposed and distributed as follows:

a. .2"/. ol lhe.5"/" will be deposited in a "lMunicipal Development Fund" to linance
costs as reslricted bY the Act,

b. .2% oi lhe .5% will be deposited in a'Municipal Redemption Fund" to finance
loans to municipalities subject to restrictions imposed by the Act and,

c. .17o ol lhe .5% will be deposited in a 'Municipal lmprovement Fund' to linance
capital improvement proiects; these funds will be diskibuted based on
legislation from the Commonwealth's Legislature.
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COMMONWEALTH OF PUERTO HICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (COMNNUEO)
FOR THE FISCAL YEAR ENDED JUNE 30,20.11

9. DUE FROM OTHEB AGENCIES

Hepres€nts grants and contributions due ,rom local

CFIIM (Preliminary Liquidation 2010-201 1)

CFIIM (Amnistia 2010)
Labor Department
Traffic Safety Commission

Receivable Fund

10. INTERFUNDTRANSACTIONS

a. Oue From/To Other Funds

The due from and due to other fund balances as ol June 30, 201 1, are as follows;

and federal agencies:

$ 197,734
93,606
29,738
3.805

$-!24.88t

Pavable Fund Amount

Other Governmental Funds $ 33,543
188,850
919,280
747.315

$ffi88t988

General
Special Fund
Special Fund

Other Governmental Funds
General

Other Governmental Funds General

b. lnlerfund Tranalers

lnterfund kanslers for the year ended June 30, 2011 consisted ol the lollowing:

Transler ln Transter Out Amount

Debt Service
General Fund

General
Debt Service

s1,529,925
602

$-1I3AE2Z

Transfersare used to move receipts restricted todebtservace from lhe lund collection
the receipts to the debt service fund as debt service payments become due.
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COMMONWEALTH OF PUERTO FICO
MUI.IICIPALITY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (COMNNUED}
FOB THE FISCAL YEAR ENDED JUNE 30, 2011

11, CAPITAL ASSETS

Capital asset activity toI the Municipality for the year ended June 30, 2011 was as
follows:

8d!!!a-G9!!!!!!!l

Govdmdlrl A.llvllld:

caeital assers, nol bei.q d€p.&,aled:

ConsrMlio 
'n 

p.ogress

Iotal .aprlal assets. rct beng depre'aied

caplal ass6B, beinE d.pr@€led:
Aujk ings and bu di.g ihpr@€nenls
FM uoand tinur€
Vehd€s a.d equPrnenl

T6ral .apihl asseE beinq depr&ialed

Le.s aaunul.rod d.or6iaton lo.:
au djngs and building dp@4e.l3
Fu.nirure and lixilr6
V€h'cles and equipm€nl

Toral aeufr ulared depr€'alio.

Tor.lap{d asseis, b€hg dep.elaled, nel

cd€.nn€ al acwil'es .apdar ass€ls. nel

I2. OUE TO OTHER AGENCIES

s 5.454.697 6 5.751,597
7,929,337

s-
--_-? 

-50-6':i66-r3.054,145
2A31.9a9
3124.S49

22 eel 552 2.147.1t\)

5.550 216 2 ,475
6,420 60A 369,000

36.136 699 2.A42.475

13,651.034

25 351 295

525 430
22.424

443.521

1 343.462

1.,$4,7r3

#r3926-5_

s 3a.4r9,44r s 1547 7a2 5 2,506,100 $ 40.461.043

Due to other agencies at June 30, 2011 are as follows:

Puerto Fico Water and Sewer Authority
Puerto Rico Hetirement System Administration
Puerto Rico Treasury Department
Puerto Fico Labor Department
General Services Administration
AEELA
lnternal Flevenue Servico

Total

$ 180,848
199,229

65,953
266,168

20,462
216.858

$1-191.a+7
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COMMONWEALTH OF PUERTO NICO

- MUNICIPALITY OF MOROVIS
NOTES TO THE FINANCIAL STATEMENTS (CONNNUED}

OR THE FISCAL YEAR ENDED JUNE 30' 2011

13. DEFERRED HEVENUES

Municipal License Tax

- The deferred revenues of $441,179 in the general lund related to municipal license

tax collected in liscal year 2O1O-1 1 that will be earned in fiscal year 201 1-12'

_ 14. INTERGOVERNMENTAL FEVENUES

lntergovernmental revenues consist mainly of collections from the Commonwealth of

- Puerio Rico and the CFllM, payments in lieu oi taxes from the Puerto Rico Electric

Power Authority and federal financial assistance received from the lederal
governmenl.

15. LONG.TERM OEBTS

- Bonds and other long-term liabilities outstanding at June 30, 2011 are as follows:

Bonds

$720,000 series of 1999, payable in annual installments ol

Sl O,oOO to $65,000 unlilJanuary 1,2023,inte,esl atlo/". $ 495,000

- $2,125,000 series of 2003, payable in annual installments of
$35,000 to $ 165,000 until January 1 , 2027 ' in'.etesl a16.5"k. 1 ,700,000

$2,485,000 series of 2003, payable in annual installments of

$3O,O0O to $190,000 until July 1, 2027, interest at 6.557". 2'000'000

$2,009,020 series of 2010, payable in annual installments of

$200,000 to $303,020 until July 1, 20'i 8, interest lrom 4.75"'/"

to 7.57". 2,009,020

$2,305,000 series of 2003, payable in annua, installments of
$40,000 to $180,000 unlil July 1,2022' interestat6.5%. 1,850,000

5505,000 series of 2004, payable in annual installments of
$IO,OOO to $40,000 untilJuly l, 2029, interest at 6010. 430.000

'37 -
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NOTES TO THE FINANCIAL STATEMEITTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2011

$890,000 series of 2006, payable in annual installments of
$50,000 to S105,000 until July 1, 2018, interesl at to 7olo.

53'10,000 series of 2006, payable in annuai rnstallments ol
S35.OOO to $55,000 until July '1, 2013, interest irom 6.480l"

lo 70/6.

$155,000 series of 2006, payable in annual installments of
$20,000 to $25,000 untit July 1, 2013, interest kom 6 48ol.

lo 7"/o.

5355,000 series ot 2008, payable in annual installments of
$40,000 to $60,000 until July 1, 2014, interest from 3.93%
to 7.50%.

$195,000 series of 2008, payable in annual installments ol
$10,000 to $25,000 until July 1 , 2019, interest from 3.93%
lo 7"h.

$995,000 series ot 2008, payable in annual installments of
$10,000 to $85,000 until July 1 , 2032, interest lrom 3.937.
to 7"h.

$2.750,000 series ol 2009, payable in annual installments of
$45,000 to $235,000 until July 1, 2032, inletest ltom 2.421"
lo 7.54".

$840,000 series of 2009, payable in annual installmenls of
$30,000 to $95,000 until July 1, 2024, interest lrom 4 75%
to 7.51".

$750,000 series o12009, payable in annual installments of
$1O,OO0 to $70,000 until July 1, 2029, interest lrom 6.00%
lo 7.5%.

$750,000 series of 2009, payable in annual installments of
$85,000 to $130,000 until July 1, 2016, intere6t lrom 4.75ol.
to 6.5%.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

NOTES TO I?lE HNANCIAL STATEMENTS (CONNNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

5415,000 series ol 2010, payable in annual installments of

$5,000 to $35,000 until July 1, 2035, interest from 6.07o

lo 7.O"k.

S8O5,OOO series ol 20tO, payable in annual installments ol
$15,000 to $65,000 until July 1, 2035, interest irom 6 0olo

lo 7.5o/".

$3,890,000 series of 2010, payable in annual installments of

$60,000 to $330,000 until July 1, 2035, interest from 6.0%
lo 7.5ol".

Total bonds payable

Other Lonq-term Debts

Note payable of $759,770 represents a repayment agreement
with GDB and CRIM to repay lhe excess ol property taxes
advances lrom fiscal years up lo 2001. The CRll/ will retain the
principal and interest lrom the property taxes advances. The

amounts retained by CRIM will be remitted to GDB on July 1

of each year through 2032. fhe teparnent agreement is
payable in annual aggregate principal installments of $58,250
including interest at 6.1875%.

CRIM LIMS - payable in annual installments of $17,179
until 2012.

Treasury Department - payable in annual instaliments of

$49,296, until 2012.

Fletirement System Administration - payable in monthly
installments of S17.000, until 2012.

Due to ASES

Total other long-term debts

$ 410,000

800,000

3.835.000

$2A239020

$ 679,588

8,34'l

49,335

26,450

177.305

s__941019
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COMMONWEALTH OF PUERTO RICO
iruMctPAuw oF MoRovls

NOTES TO THE FINANCIAL STATEMENIS (cotmNUED)
FOR THE FISCAL YEAR ENDED JUNE 30' 2011

The annual debt sorvica r€quiremenls for the bonds payable and note payable at

June 30, 2011, are as follows:

Bondt
Prlncloel lnter.3llnterest

2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2036

Prlnclpll

s 775.000

1,o30,0m

1.010,000

r,015,000

1,075,000

5.129,020

4,830,000

3,510,000

1.865,000

$ 1.131,322

1,276.342

1,N9,657
1.143,244

1,076,020

437A,O59

2,912,763

r.397,107

322.4@

$ 14,846,S18

s 16.452

17,485

18.584

19,752

20,993

126,486

171,540

232,642

55,6t4

$ 41,799

40,765

39.667

38,586

37,254
r 64,766

119,712

s8,610

$ 679,588 $ 543,7s8

Govornmrral A.tlvltl..:

oitg lo.g-0.rm ll.bll{|.':
CFIM'LIMS
ASES

Fetr666 Sysleh Admn€lrato.
Gone..l SsMos rdmm6xaion

Compensalad absercqs

I otal florcu(.nt MDrItr63

s 20,239,020

Long-term liabilities activity tor the year ended June 30, 201 1

B.l6..s lddhloir

$ 15,439,020

695,067

16,534,067

24,300

291,720

600.06r

98.031

,,475.390

2,@7.87

s 19.171 954 S 5.264 564
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Erdlng Ou. whnir
8d.6 Om Y...P.ytn.nL

s 7100oo
15.479

724.479

r5.967

26,5270

6100,!6r

49.N

s 5,r lo.coo $ &,239,020
679,538

$ 775,000

16,452

191,452

8.341

26.450

4S,335

t15,OOO

5,1r 0 000

29 551

15r.5&

20,918.608

125,013

8,3.r1

177.&5
2A/9

40.335

1.600.406

1.861.A37 199,126

s r,656,073 S 22,780,4.45 S 990,578



CoMiIONWEALTH OF PUERTO RICO
MUNICIPALITY OF NrlOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2011

16. FUNO BALANCE

As of June 30, 201 1, lund balances is comprised of lhe tollowing:

oitr
Govmm6lrl

O.bt Sosice lsitefts Fund.

66n€.al govehmenl

Gen6rar gov€,nmenl
1,565

4s9,557
3,Aaa

65.042
t3.743,405)

stz171.029)

Sp-t.l

s
1.m0.a68

I r.47r 495 S .$
1, ra4
2.979

322,379
r,080,318

2-291-4A8 550,000

1,032,052
2,979

322,379
1,080,316

2,941,486

1.565
459.557

3,aaa
65,042

(3,958,74O)

sr 01036€ I 'a7 i96 92291 4a6 I 1.746525 4J.76J,345

17. FUND BALANCE OEFICIT

The following fund had a deficit in funC balance at June 30, 20'11:

Fund Delicit

General Fund $ _2J7L929

The deticit of the General Fund will be covered by future budgetary appropriations'
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COMMONWEALTH OF PUERIO RICO
MUNICIPAUTY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONNNUED}
FOR THE ASCAL YEAF ENOED JUNE 30' 2011

18. NET ASSETS

Net assets invested in capitalassets, net of related debt is comprised of the lollowing:

Capital assets, net of accumulated depreciaticn. $ 40,461,043

Ouistanding balance on capital related debt (5,205,000)

Unspent capital debt proceeds 2.29.1.485

Tolal invested in capital assets, net of related debt $3zl4z.szil

18. HENHEMENT PLAN

a. Plan Des6riptlon

The Employee's Fletirement System of the Government of Puerlo Rico and its
lnstrumentalities (ERS) is the administrator of a cost-sharinq multipl€-employer
retirement system established bythe Commonwealth ol Puerto Rico. The Syslem
was created under th€ ACT 447, approved on lvlay 15, 1 951 , as amended, and
became elfective on January 1 , '1952.

EFIS covers all regular employees of the Commonwealth of Puerto Rico and its
instrumentalities and of cerlain municipalities and components units not cov€red
by their own retirement's systems.

Participation is mandatory except for members of the Legislature, Government
Secretaries, Heads for Agencies and Public lnstrumentalities, Assistants to the
Governor, lhe Comptroller ol Puerto Rico, Gubernatorial Board and Committee
appointees and Experimental Service Station employees-

ERS provides retlrement, death and disability benefits. Disability retirement
benefits are available lo members for occupational and non-occupational
disabilities. Fletirement bene{its depend upon age at retirement and number of
y6ars ol credited servico. Ben€liis vest after ten years of plan participation.

Members who have attained an age of at least fittyJive (55) years and have
completed at least twentyjive (25) years of creditable servic6 or members who
have attained an ags of at least fifty'eight (58) years and have completed at least
fitty-eight (58) years and have completed at least ten ('10) years of creditable
service, are entitled to an annual benelit, payable monthly lor life.
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COMMONWEALT}I OF PUERTO FICO
MU ICIPAUTY OF MOROVIS

NOTES TO THE FINANCIAL STATEMET{TS (COT{nNUED)
FOR THE FISCAL YEAR ENDED JUI.IE 30, 2OI1

The amounis of the annuiiy will be one and one-half percent of lhe average
compensation multiplied by lhe numb€r of years ofcreditable service up to twenty
years, plus 2olo of th€ averago compensation multiplied by the numberof years o,
creditable service in excess of twenty years. ln no case the annuity will be less
than $200 per month-

Participants who have completed at least thirty (30) years of creditable service are
entilled to receive the lrerit Annuity. Participants who have not attained fiftyjive
(55) years ol age will receive 657" of the average compensation or if they have
attained fittyjivo (55)years of agewillreceive 75% of the average compensation.
Disability retirement benefits are available to members for occupational and non-
occupational disability. However, for non-occupational disabilily a member must
have at least ten (10)years of service.

No benefit is payable il the participant receives a refund of his accumulated
contributions.

On September 24, 1999, an amendment to Act No. 447 of May 15, 1951, which
created ERS, was enacted with the purpose of establishing a new pension
program (System 2000). Employees participating in the current system as of
December 31 , 1999, may elect to stay in the delined benefit plan or transfer to th€
new program. Persons joining the Municipality on or alter January 2000, willonly
be allowed to become members of System 2000. System 2000 will reduce the
retirement age from 65 years to 60 for those employees who joined the current
plan on or after April 1, '1990.

System 2000 is a hybrid defined contribution plan, also known as a cash balance
plan. Under this new plan, there will be a pool ol pension assets, which will be
invested by ERS, togetherwith those of the current defined benefit plan. Benefits
at retirement age will not be guaranteed by the Commonwealth of Puerto Rico.
The annuity will be based on a formula which assumes that each year the
employee's contribution (with a minimum o18.275ol. ofthe employee's salary upon
to a maximum of 10olo) will be invested in an account which will be eilher: (1) earn
a lixed rate based on the h,vo-year Constant l,4atuity Treasury Note or, (2) earn
rate equal to 75"/" ol the return of the EBS'S investment portfolio (net of
management fees), or (3) earn a combination of both alternatives. Panicipants
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COMMONWEAL]II OF PUEHTO RICO
ulltctPAuw oF MoRovrs

M'TES TO THE FINANCIAI STATEMEMS (CONNNUED}
FOR THE FTSCAL YEAR ENOED JUNE 30, 2OI 1

will receive psriodic account statements similar to thoss o, d€lined contribution
plans showing thsir accrusd balances. Disability pensbns will noi b€ grant€d
und€r System 2000. Tho smphye/s contribution (9.275y" ol the employe€'s
salary) will bo us€d to tund tho currsnt plan.

b. Contrlbutlon Requlromonl3

Commonwealth logislation roqukes employees to contribut€ 5.25olo of gross
salary up to $6,600 plus 8.275'h ot gross salary in excess ol $6,600. The
Municipality's contributions arc 9.275"/d of gross salary. Contributions'
requiremenls are established by law. The actuarially d€termined contribution
requirement and contributions actually mada for th6 year end€d June 30, 2011
was approximately $416,521. The Municipality's payrollfor employees covered by
ERS,,vas approximatoly $4.5 million. Th6 Municipality total payroll for all
employees was approximat6ly $6.6 million.

Additional information on th€ EBS is provided in its financial statements for the
year ended June 30, 2011, a copy oI which can bo obtained from the EFIS,
Minillas Station, PO Box 42003, San Juan, PR 00940.

RISK MAI{AGEM ENT

The BIsk Manag€ment Division ofth€ Municipality's LegalOepartment is responsible
of assuring that the Municipality's property is properly insured. Annually, the Risk
Management Division compiles th€ inlormation ol all property owned and its
resp€ctiv€ market valu€. Atter evaluating this information, tho Risk Manag€mont
Division submitslhe data regarding the lvlunicipali:y's proporties to th6 Area of Public
lnsuranc€ at the Department of the Treasury ol ths Commonwealth of Puerto Flico
who is responsible for purchasing all property and casualty insuranc€ polici€s of all
municipaliti6s.

LEASES

Op€ratlng l-eas€3

Leasing Arrangement with thg Municjpality as Lessor:

a. The tvlunicipality leases spaces in its Market Place and Transpo(ation center
undsr operating lease agreemsnts with terms ranging lrom on6 to five years.

ORTIZ. P.IVERA. RIVERA & CO.
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COMMONWEALTH OF PUEBTO BICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANGIAL STATEMENTS (CONNNUED)
FON THE FISCAL YEAR ENOED JUNE 30, 2O1I

b. Iotal income from leases during the year ended June 30, 201 1 was approximately
$12,567.

c. The Municipality retains title to its leased property. The lessee pays taxes,
licenses. insurance, and maintenance costs of the leased assets.

Leasing arrangements with the lMunicipality as lessee:

The Municipality is obligated under noncancellable operational leases, with periods
not longer than one year.

CONTINGENCIES

a. The lvlunicipality receives Federal Grants for specific purposes that are subiect to
.eview and audit by the granlor agencies. Although such audits could generate

expenditure disallowances under the terms ol the grants, management believes
that any required reimbursements would not be material.

b. The Municipality is a defendant and/or co-defendant in various lawsuits which
claims lor actual damages. Some of these lawsuits are covered by insurance.
The lMunicipality's management and outside counsels believe that is probable thal
any potential liability that might exist, if any, in excess of the insurance, wall not
alfect significantly the financial position of the l,ilunicipality.

COMMITMENTS

The Munjcipality of lvlorovis had several planned construction proiects as of June 30,
2011. These projects are evidenced by contractual commitments with conlractors.
The conslruction projects are commitmeaits of the Other Governmental lunds lhat
amounled to approximately $723,891.

22.
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COMMONWEALTH OF PUEHTO RICO
MUNICIPALITY OF MOROVIS

NOTES TO THE FINANCIAL STATEMENTS (CONNNUED}
FOF THE FISCAL YEAR ENDEO JUNE 30, 2011

23. FUND BALANCE RESTATEMENTS

Fund balance at beginning ol the year have been adiusted to reflect the lollowing
restatements:

Other
Governmental

General Funds

Beginning balance ot the year, as previously
reported ($4,054,249) $ 842'204

Understatemenl of due (to) from other funds --l49i0A 49.802

Beginning balance of the year, as restated ($fiOlQil) $jupQo

24. SUBSEOUENT EVENTS

ln preparing these financial statemenls, the N/unicipality has evaluated events and
transactions for potential recognition or disclcsure lhrough December 27, 201 1, the
date the financial statements were issued.
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Fodoral Grantor/t'.ogra& Tlll6

COMIIONWEALTH OF PUERTO f,ICO
MUT{ICIPALITY OF MOROVIS

SCHEOULE OF EXPEN(]|TURES OF FED€RAI AWAFOS

FOR lrlE HSCAL YEAN EIIOED JUT{E 30, 201 1

CFOA
Numt6r

DBbu.!omontd
Etpdndliurea

u.S. Oepartment ol Hooslng and t rben
oev€lopn.nr GUD)

Seclion 8 Housing Choic€ Vouche6
Passlhrough Commission€r Otlice oi MuniciPal Afl airs'

Community Dev€lopm€n1 Block GranlsJSlal€'s
Neighborhood Stab i2aiion Program (NSP1)

Pass-through lhe Oilic€ of Admrnistration for Children and

Ho.n€l€ssnsss pr6v6nlrcn a.d Rapd Be_Housing

Sublotal u S. Deparlmenl ot HUD

U.S. Oepanmenl of Agrlculiur.
Pass'through Govemoas Ot ic6 ol Child Setuices and

Child and Adult Caro Food Program
Passlhrough Rulal O€vslopmsnl

Flural Housing Pre6€ruation Glant
Subtotal U S. Depa.tmentol Aqicullurs

U.S. O€p.rtmsnt ol Enargy
Passlhrough Governois Olric6 ol Ene.gy

Energy Elfici€ncy and Con$rvalion Block Granl
SubtoialU.S. Oeoartmeni o, Eneray

tl.S. D6p.rtm€nt ol Tra.lspo.lailon
Pass{hrough Commonw6alth ot PR- Trallic Sal6ly Commrssion

State and Communily Hlghway Saloly
Subtola U.S. D€panmerl ol T anspoddlon

U.S. Dep.nment ol Justlco
Passrhrough Stal6 Justic6 Depa(m€nt

Edward Aymo l!{€morid Juslic€ Assislance
Subtotar U S. Deparimsnt ol Justics

tl.S. Dopartmsnl ot Healrh snd Human Servlcss (HHS)

Pass.througn fie Ottice ol Adminrstration lor Chibr€n and

Chrld Care and O€velopmsnt Bock Grant
AFRA - Child Care and Oev€lopm€nl Block Grant

Subroral U S. oeparlment ol HHS

IOTAL

14 871

14 228
14.229

14 257

10.558

r0.433

81.126

93.575
93 715

s 322.461

948,844
770,558

70,952

56.885--_'-ntr

20.680

------u6380-

20 600

r6.804 168,379
168.379

840.668

---------66i305-

3.583.624

See notes to Schedule of Expenditures of Federal Awards.
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COMMONWEALTH OF PUEHTO FICO
MUNICIPALITY OF MOROVIS

NOTES TO SCHEDULE OF EXPENOITURES OF FEDERAL AWANDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule ol Expenditures ol FederalAwards is a summaryol the
activity ol the Municipality of Morovis'federal award programs presented on the
modilied accrual basis of accounting in accordance with accounting principles
generally accepted in the Uniled States of America.

BASIS OF PRESENTATION

The expenditures of the schedule are included in the L4unicipality's basic financjal
statements. The reconciliation of expenditures in the basic linancial statements to the
Schedule of Expenditures of Federal Awards is as follows:

Total federal expenditures per schedule

Federal expenditures per tasic linancial statements included
within:

Exoenditures

$Q1936-24

2.

Federal expenditures included in other governmenlal lunds

Federal expenditures included in special fund

Total expenditures in linancial statement

$3,423,624

160,000

$3t83-021
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INOEPENDENT AUDITORS' REPORT ON INTEBNAL CONTFOL OVER

rir'iru.rq,lr- neponrtNc AND oN coMPLIANcE AND orHER MATTERS
- ' 

AASEO ON IH IUDIT OF FINANCIAL STATEMENTS PERFOSMEO

IH ICCONOIruCC W|TH GOVEHNMENT AUOITING STANDANOS

To the Honorable Mayor and
Municipal Legislature

Municipality of Morovis
l\Iorovis, Puerto Rico

We have audited the iinancial statements of the governmental activiiies' each major lund

inoin" 
"gqog"t" 

t"maining lund information of the Municipality of lvlorovis' as ol and lor

tn. u"r, 
"-n-O"a'lrn" 

30, 20il, whlch colleclively comprise the l'unicipality's basic financial

.ilrlr"nia 
"no 

n"r" issued our report thereon daled December 27 '2o11 ' W€ conducted

ouiirOit in 
"""orO"nce 

with auditing standards generally accepted inihe United States of

l."ri"u 
"nJ 

ir," atundards applicable to financialaudits containedir' Govemment Auditing

Standards, issued by the Comptroller General of ihe United Slates'

lnternal Control over Financial ReDortino

Management of the Municipality is responsible for establishing and maintaining eflective

int"rnii 
"ontror 

over financial reporting. ln planning and pedorming our audit' we

i"""iJ"r"O Municipatity of Morovisl internal control over linancial reporting as a basis lor

J""ionro our aud*inq procedures for the purpose of expressing our opinions on the

iiini,"ritit"r"nt", b'ui not tor the purpose of expressing an opinion on the effecliveness

oiltre launicipatity's internal control over linancial reporting' Accordingly' we do not

",,p,""a 
un oiinion on the effecliveness ol the Municipality's internal control over financial

reporting.

A deliciency in intenal control exists when the design or operation ot a control does not

atto* management or employees, in the normal course ot performing their assigned

functioni, to"prevent, or deteit and correct misstatements on a timely basis. A material

weakness ts a deliciency, or combination of deficiencies, in internal control, such that there

is a reasonable possibility that a material misstatement of the entity's financiai slatements

will not be prevented, or detected and corrected on a timely basis'
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Our consideration ol intemal control over financial reporting was for lho limited purpose

described in th€ lirst paragraph ol this section and was not designed to identity all
deficiencies in internal control over financial reportingthat might be deficiencies, significant
deficiencies or materialweaknesses. We did not identity any deticisncies in intemalconlrol
ov€r linancial reporting that we consider to be material weaknesses, as delined above.
However. we identilied certain deticiencies in internal control over tinancial reporling,
described in the accompanying schedule ol iinding and questioned cost that we considerio
be significant deficiencies in internal control over financial reporting as item '11-4.

Compliance and Other Matters

As part oI obtaining reasonable assurance about whether the Municipality of Morovis'
financial statements are free of material misstatement, we performed lests of its
compliance with certain provisions ol laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material eflecl on the determination of
financial stalement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do nol express such an
opinion. The results of our test disclosed no instances ol noncompliance or other matters
that are required lo be reported undet Govenment Auditing Standatds and which are
described in the accompanying schedule of findings and questioned costs as item 1 1-A.

This reporl is intended solely for the information and use ot management, Commissioner
Ollice of MunicipalAffairs, others within the entity and the federalawarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other
lhan these specified parties.

San Juan. Puerto Rico
Oecembet 27 , 2011

The sramp E16541 was ailir€d
lo the orginal ol lhis report
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INDEPENDEI{T AUDITORS' FEPORT ON COIIPLIANCE WITH
REOUIREMENTS THAT COULD HAVE A OIRECT AND MATEBIAL EFFECT ON
EACH MA'ON PROGRAU AND ON INTERNAL CONTROL OVER COMPLIANCE

IN ACCOROANCE WlrH OMB CIRCULAR 4.133

To the Honorable Mayor
and Municipal Legislature

Municipaliiy of Morovis
Morovis, Puerto Rico

Comoliance

We have audited lvlunicipaljty of Mo.ovis' compliance with the types ol complianc€
requirements described in the U. S. Ottice ol Management and Budget OMB Ciculat A-
133 Compliance Supplement that could have a direct and material elfect on sach
Municipality of Morovis'major federal programs for th€ year ended June 30,2011.
Municipality of Morovis' major tederal programs are identitied in the summary ol auditol's
results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to
each ot its major tederal programs is the responsibility of lrunicipality o, Morovis'
management. Our responsibility is to express and opinion on lvlunicipality of Morovis'
compliance based on our audit.

We conducted our audil ol compliance in accordance with auditing standards g€norally
accepted in the United Stales of Ame.ica; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and ON,IB Circular A-133. Those standards and OMB CircularA-133 require
thai we plan and perlorm the audit lo obtain .easonable assurance about whelher
noncompliance with tho types oI compliance requirements referred to above that could
have a direct and material effect on a maior fsderal program occurred. An audit includes
examining, on a lest basis, evidence about lrunicipality of Morovis' compliance with those
requirements and performing such other procedures as we considered necessary io the
circumstances. W6 believe lhatour audii provides a reasonable basis tor our opinion. Our
audit does not provide a legal determination on lvlunicipality of Morovis compliance with
thos€ requirements.
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As described in items 11-1 and 11-5 in the accompanying schedule ol findings and
questioned costs, Municipality of lvlorovis, did not comply with requirements regarding
Cash Management that are applicable to its COBG and Child Care Program. Compliance
with such requirements is necessary, in our opinion, for Municipality ol Morovis, to comply
with the requirements applicable to that program.

ln our opinion, except for the noncompliance descnbed in lhe preceding paragraph , the
Municipality ol Morovis complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material eflect on each ol its major federal
programs for the year ended June 30, 20'11. However, the results ol our auditing
procedures disclosed instances of non compliance with those requirements, which are
required to be reported in accordance with OIMB Circular A-133 and which are described in

the accompanying Schedule ot Findings and Ouestioned Costs as ilems 11-1 through
1 't -5.

lnternal Control over ComDliance

lvlanagement of l,lunicipality of Morovis is responsible lor establishing and maintaining
elfective internal control over compliance with the requirements of laws, regulations,
contracls and grants applicable to federal programs. ln planningand pedorming our audit,
we considered Municipality of Morovis internal control over compliance with requirements
that could have a direct and material effect on a majo. federal program to determine the
auditing procedures for the purpose ol expressiog our opinion on compliance and to test
and reporton internal control over compliance in accordance with OMB CircularA-133, but
not for the purpose ol expressing an opinion on the ellectiveness ol internal control over
compliance. Accordingly, we do not express an opinion on the elfectiveness ol lhe
Municipality's internal control over compliance.

A deticiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or emplqyees, in the normalcourse of
performing their assigned funclions, lo prevent, or detect and correct noncompliance with a
rype of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination ol
deliciencies, in internal control over compliance, such thatthere is a reasonable possibility
that material noncompliance with a type ot compliance requirement of a lederal program
will not be prevented, or detected and corrected, on a timely basis. We consider the
deficiencies in inlernal control over compliance descnbed in the accompanying schedule of
findings and questioned costs as items 11-1 and 11-5 to be material weaknesses.

A signilicant deticiency in internal control ovet compliance is a deficiency, or a combination
of deficiencies, in internalcontrol overcompliance wilh a type of compliance requirement of
a federal program that is less severe than a material weakness in iniernal control over
compliance, yel important enough to merit attention by those charged with governance.
We consider the deficiencies in internal control over compliance described in the
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accompanying scheduleof findings and questioned costs as items 11-2, 1'l-3, and 11-4 to
be signiticant def iciencies.

Municipality's .esponses to the tindings idenlified in our audil ar€ described in ihe
accompanying schedule of lindings and questioned costs. We did not audit Municipality's
responso and, accordingly, we express no opinion on it.

This report is intended solely for lhe inlormation ol the management, CommissionerOlfice
of Municipal Affairs, others within the entity and the federal awarding agencies and pass-
through entilies and is not intended to be and should not be used by anyone oiher than
lhese specified parties.

San Juan, Puerto Bico
December 27, 2011

Orhri?,^o3.,,^4 \ L
Th€ stamp E16542 was
lo the o.iginal o, this repon.
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COMTIONWEAITH OF PUERTO RICO
MUNICIPAUTY OF MOROVIS

SCHEOULE OF FINOINGS ANO OUESIIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30. 201!

- I. SUMMARY OF AUOITOR'S HESULTS

Financial Stalements

Type ol audito/s report issued:

lnternal Control over financial reporting:

l\raterial weakness(es) identilied?

Reportable condition(s) identified that are not considered
to be malerial weakness?

Noncompliance material to linancial statements noted?

FederalAwards

lnlernal Control over major programs:

Material weakness(es) identif ied?

Signif icant deliciency(ies) identilied?

Type of audilols report issued on compliance for major
programs:

Unaualilied ooinion

Oualilied opinion

Any audit findings disclosed that are required to be
reported in accordance with section 510 (a) of OMB
Circular 4-133? X Yes No
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COMMONWEAITH OF PUERTO RICO
MUNICIPALITY OF MOFOVIS

ScHEDULE OF FtNDtNGS AND OUESTTONED COSTS (CONINUED)
FOB THE FISCAL YEAE ENDED JUNE 30, 2011

ldentilicalion ol major programs:

CFDA Numbers

14.22A
14.228
16.804
14.257

Name ol tederal Dtoorams or Clusler

Communily Development Block Grant (SBGP)
Neighbo.hood Stabilization Program (NSPI)
Edward Byrne Memorial Justice Assistance
Homelessness Prevention and Rapi,C Re-Housing

Dollar threshold used to distinguish between type A and Type B programs:
$300,000

Audited qualified as low-risk auditee? yes X No

II. FINANCIAL STATEMENTS FINDINGS

Findlng 11-A

The Municipality .ealized several translers into several special revenues fund
accounts to the general account during 2010-201 1 . Those transactions were not
recorded on accountjng books, and debt balance cannot be clearly determined.

Criteria

Based on 31 CFR Part 205, the "states are required to ensure that federal funds are
used solely for appropriate program purposes.

Cause

The transters were made to compensate cash deliciency, the municipalitywas facing
to pay current operating obligations.

Recommendation

The Nrunicipality should maintain a subsidiary with the correci amount due to each
special program. ln addition, the practice should be eliminated in orderto comply wilh
lhe law.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAUTY OF MOHOVIS

ScHEDULE OF FINDINGS AlrD QUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDEO JUNE 30, 2011

III. FEDERAL AWARDS FINDINGS AND OUESTIONED COSTS

a. SBGP CFOA No. '14.228

. Condition I l-l

We observed that the general fund of the Municipality owe $46,243 for loans
made during the fiscal yeat 2O1O-2O11.

Criteria

Based on 24 CFR Section 570.207, ineligible activilies, expenses to carry out
the regular responsibilities of ihe unit ot general local government are not
eligible for assastance under this part.

Cause

The Municipality need additional funds for it's immediate needs o, the
general lund and nol aware with federal restrictions with bderal tunds.

Elfect

The Municipality is not in compliance wjth Agency regulations.

Recommendation

The Municipality should reimburse the amountdue and avoid this procedure
immediately.

Questioned Costs

$40243
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COMII|ONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

SCHSOULE OF FINDI GS ANO QUESTIOI.IEO COSTS (CONTI'iIUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1t

. Condition I1.2

The contracts made into the Ofrice of Commissioner of Municipal Affairs and
the Municipality. for the year program 2008, ended during 20'10-2011. The
extensions were requested over 300 days overdue, resulting that the
program was operating without a valid contracts.

Cause

The federal program did not maintain a due date schedule for request the
extension for the contracts

Effect

The program is not in compliance with the OCAM contracl clauses. The
program operates without a valid contract.

Criteria

The federalfunds of SBGP can be available through a signed contract into
the Municipality and OCAM for each program year. Based on one of the
clauses of the SAGP Program contract, the funds are available tor 24
months after the contract is signed Then, based on fourth clause, the
Municipality can request an extension that should be realized at least 45
days before the contract ends.

Recommendation

The Federal Prog.am Office should establish a due date schedule for
monitoring the due date of each program year contract in order to request
the extensions into the time required.

Questioned Cost

None
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COIIIMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

ScHEDULE OF FTNO|NGS ANO OUESTIONEO COSTS (CONnNUED)
FOF THE FISCAL YEAR ENDED JUNE 30, 2011

. Conditlon 11-3

The Program lncome Report lot 2010-2011 was not submitted to the
Agency on time.

Cause

The report was not prepared on time.

Etfect

The program is not in compliance with the program income regulations.

Criteria

Based on OCAM Cicula, 2007-17 . a program income report should be
submitted on or before July 31 ot each fiscal year.

Recommendation

The Federal Program Offices should establish a schedule of the due date
of the required reporls by the Agency in order to comply with all of them.

Ouestioned Cost

None

b. Neighborhood Slabilization P.ogram - CFDA No. 14.228

. Conditlon 11-4

The quarterly financial report tor the period ended December 31, 2010 and
March 31, 2011 were submitted alter the tirne required by the Agency
(ocAM).

Criteria

The contract signed inlo OCAM and the Municipality for the NSPI tunds
establish on one of the clauses, the l\,4unicipality shoutd submit the financial
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COIIMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

ScHEDULE OF FtNDtNGS ANO OUESnONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 20.11

reports required by OCAM. The general requisites is the quarterly financial
reports and should be submitted during the next 40 days after quarter
ended.

Cause

The Agency does not establish the complete and clear requirements sroce
the beginning.

Effect

The Municipality is not in compliance with Agency regulations.

Recommendation

The Municipality should verify the complete requirements of the program
with lhe Agency.

Ouestioned Costs

None

c. Chlld Care - CFDA No. 93.575

. Conditlon 11-5

We observed that the general fund of lhe Municipality owe $190,000 for
loans made during lhe fiscal year 2010-2011.

Criteria

Based on 24 CFFI Section 570.207, ineligible activities, expenses to carry out
the regular responsibilities gt the unit of general local government are not
eligible for assistance under this part.
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COMMONWEALTH OF PUERTO FICO
MUNICIPALITY OF MOBOVIS

ScHEDULE OF FtNDti.tGS ANO OUESTIONEO COSTS (CONTINUED)
FOB THE FISCAL YEAF ENOED JUNE 30, 201,I

Cause

The Municipality need additionalfunds for its immediate needsofthe general
fund and not aware with federal reslrictions with federal funds.

Effect

The Nrunicipality is not in compliance with Agency regulations.

Fiecommendation

The Municipality should reimburs6 the amountdue and avoid this procedure
immediately.

Ouestioned Costs

$190^a00
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- COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

SCHEDULE OF STATUS OF PRIOR YEAR
- AUOIT FINDINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

uring the current examination, follow-up was given to the findings informed to the

Municipality in prior years. lt was noted that corrective action has been taken, except for

- certain conditions that still exist and require further action. These are included in the

_ accompanying Schedule of Prior Year Audits Findinqs and Ouestioned Costs.
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SBGP
- CFDA No, 14.228

COMMO WEALTH OF PUERTO RICO
MUNICIPALITY OF MOROVIS

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS ANO OUESTIONEO COSTS (CONNNUED)

FON THE FISCAL YEAR ENDED JUNE 30, 2011

Program FlndlnElNonco.npliance Slalus

Cohdilion 10-1

We obserued that the general fund of the Condition still
lrunicipality due $155,970 as ol June 30,2010lor ptevails.
loans made during the fiscalyear.

Conditiofl 1G2

The SBGP program does nol maintain accounting Condition was
books in ordea lo verify lhe iinancial inlormalion corrected.
submitted in the quarterly reports were correct.

Condillo.! lGg

The extensions ol contracts were not requestedon Condition still
time. prevails.

SBGP Condition 1G4
- cFoA No. t4.229

The Program lncome Reporl was not prepared and Condition still
ubmitted to the Agency on lime. prevails.

CoBG-R Conditlon 1(}.5
CFOA No. 14.255

- The Municipality did not open a separate bank Condition was
account lor the COBG-R federal tunds. corrected.

SBGP Coodition 0+2
- CFDA No. t{.228

The SBGP program does not maintain accounting Condiiion was
books in order to verjty the tinancial inforrnation correcled

- submittei in the quarterly reports were correct.

SBGP Condilion 0$3
CFDA No. 14.228

The extensions ot contracts were not aequested on Condition still
lime- Prevails.
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CORRECTIVE ACTION PLAN
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CORRECTIVE ACTION PLAN

December 20, 2011

Cognizant or Oversight Agency for Audit:

Municipality of Morovis respectfully submits the following corrective action plan tor the

year ended June 30, 2011.

Name and address of independent public accounting firm: Ortiz, Rivera, Rivera & Co',

Suite 152, PO Box 70250, San Juan, Puerto Rico 00936-7250.

Audil period: Fiscal year ended June 30, 20'1 1.

The findings from the June 30, 201'1 schedule of findings and questioned cosls are

discussed 
-below. 

The findings are numbered consistently with the numbers assigned in

the schedule.

FINOINGS . FEOEML AWARD PROGRAM AUDITS, DEPARTMENT OF HOUSING

AND URBAN DEVELOPMENT

Finding 11-'l: SBGP - CFOA 14.228

ReDortable Conditioni See Condition 11-1

Recommendation

The Municipality should reimburse the amouot due and avoid this procedure

immediately

tEtS



- Action Taken

The amount due will be .eimbursed by the General Fund to the Federal Program bank

_ account as soon as possible.

Finding ll-2: SBGP - CFDA 14.228

Reportable Condition: See Condition 11-2

_ Recommendation

The Federal Program Office should establish a due date schedule lor monitoring the
due date ofeach program year contract in orderto request the extensaons into the time

- required.

_ Aciion Taken

The Federal Program Otfices establish procedures in order to request on time the

_ extensions.

Finding ll-3: SBGP - CFDA 14.228

- Reportable Condition: See Condition 11-3

The Federal Program Offices should establish a schedule of the due date of the
required reports by the Agency in order to comply with all of them.

Aclion Taken

- ,- t"a", Program Office establishes procedures in order to make the required
reports and submit on time.

- Finding '114: Neighborhood Stabilization Program (NSPI - CFDA No. 14.228

Reoortable Condition: See Condition '11-4

Recommendation

_ The Municipality should verify the complete requirements of the program with lhe
AgencY.

_ Action Taken



Th6 financial reports were submitted lata because the Agenc, does not speciry the

requisat6s since start the operation of ths program. Now we are aware about thE

requigites of tho Program.

FINOINGS - FEDERAL AWARD PROGRATTI AUDIT, DEPARTMENT OF HEALTH

AND HU AN SERVICES

Flodlng l1-5: Child Care - CFDA No. 93.575

Reportable Condition: See Condition 11-5

Recommendation

The Municipality should reimburs€ the amount due and avoid this procedure

immediaiely.

Action Taken

The amount due by the General Fund as of June 30, 2011 was reimbursed during the

nert fottorlnq months affer fiscal year ended to cover their respect expenses The

transfers were an error that will not be occurred again.

lf the Cognizant or Overcight Agency for Audit has questions regarding this plan, please

""tt 
Lui."niu.tr, for SBG-P and NSP Programs at (787) 862-0994, and call Luis E'

Otero, for Child Care Program, at (787) 862-2155, eA 222'

Cordially,

L;.
isR Carri

ederal ms Director


