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INDEPENDENT AUDITOR'S REPORT 

To the Honorable Mayor and 
Municipal Legislature 
Municipality of Naranjito 
Naranjito, Puerto Rico 

We have audited the accompanying financial statements of the governmental activities, each 
major fund, and the aggregate remaining fund information of the Municipality of Naranjito of 
the Commonwealth of Puerto Rico (the "Municipality"), as of and for the year ended 
June 30, 2009, which collectively comprise the Municipality's basic financial statements as 
listed in the table of contents. These financial statements are the responsibility of the 
Municipality's management. Our responsibility is to express an opinion on these financial 
statements based on my audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, each major fund, and 
the aggregate remaining fund information of Municipality of Naranjito of the Commonwealth 
of Puerto Rico, as of June 30, 2009, and the respective changes in financial position, thereof 
for the year then ended in conformity with accounting principles generally accepted in United 
States of America. 



In accordance with Government Audit Standards, we have also issued our report dated 
December 18, 2009 on our consideration of the Government's internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements and other matters. The purpose of that report is to describe 
the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting 
or on compliance. That report is an integral part of an audit performed in accordance with 
Government Audit Standards and should be considered in assessing the results of our audit. 

Our audit was conducted for the purpose of forming opinions on the financial statements 
taken as a whole. The accompanying schedule of expenditure of federal awards is presented 
for purpose of additional analysis as required by US Office of Management and Budget Circular 
A-133. Audit of States, Local Government, and Non-Profit Organizations, and is not a required 
part of the general purpose financial statements. Such information has been subjected to the 
auditing procedures applied in the audit of the general purpose financial statements and, in 
our opinion, is fairly stated, in all material respects, in relation to the general purpose financial 
statements taken as a whole. 

The accompanying Management's Discussion and Analysis and the Budgetary Comparison 
Schedule are not required parts of the basic financial statements referred to above, but are 
supplementary information required by GASB. We have applied certain limited procedures, 
which consisted principally of inquires to management regarding the methods of 
measurement and presentation of the required supplementary information. However, we did 
not audit the information and express no opinion on it. 

~~~ 
CPA Gil Alberto Ortiz Cabrera 
License 1332 in force 
Stamp 2 477221 was affixed 
to the original report 
San Juan, Puerto Rico 

PMB 444 HC-01 Box 29030 Caguas, Puerto Rico 00725-8900 
7H7- 7Hl-761JIJ & 'JJ IJ-% 1J-X400 

email: cpagilaorl i~pr@hotm a ii.com 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS 

YEAR ENDED JUNE 30, 2009 

This discussion and analysis of the Municipality of Naranjito (the Municipality) 
financial performance provides an overview of the Municipality's financial activities 
for the fiscal year ended on June 30, 2009. The Management Discussion and Analysis 
(MD&A) should be read in conjunction with the accompanying basic financial 
statements and the accompanying notes to those financial statements. The 
discussion and analysis includes comparative data for prior year as this information is 
available for the fiscal year ended on June 30, 2008. This MO&A is prepared in order 
to comply with such pronouncement and, among other purposes, to provide the 
financial statements users with the following major information: 

1. a broader basis in focusing important issues; 

2 . acknowledgement of an overview of the Municipality's financial activities; 

3. provide for an evaluation of its financial condition as of the end of the 
indicated fiscal year, compared with prior year results; 

4. identification of uses of funds in the financing of the Municipality's variety of 
activities and; 

5. assess management's ability to handle budgetary functions. 

FINANCIAL HIGHLIGHTS 

1 . Total Net Assets of the Municipality as of the end of the indicated fiscal year 
2009 amounted to$ 59,017,698, or eighty four percent (84%) of total assets. 

2. At the end of fiscal year 2009, total liabilities amounted to $11,483,084. Out 
of said amount, $9,662,297 corresponded to long-term liabilities of which 
$7 ,339,000 represents the outstanding balance of bonds and notes issued. 
The Municipality complied with all debt service requirements, most of which 
was paid from self generated revenues; 

3. Total revenues available for the financing of activities as reflected in the 
Statement of Activities amounted to $20,598,455. There revenues were 
derived from the following sources: $254,451 charges for services; 
$5,398,232 from operating grants and contributions; $3,433,254 from capital 
grants and contributions obtained from other sources, and $11,512,518 from 
general revenues available; 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

FINANCIAL HIGHLIGHTS (CONTINUED) 

4. As of the close of the current fiscal year, the Municipality's Governmental 
Funds reported combined ending fund balances of $11,4 77,198 or $492, 734 
under the similar figure corresponding to the previous fiscal year 2007-2008, 
as restated. 

5 . In the fund financial statements, the governmental activities revenue 
increased by $5,227,220 (or 33%) while governmental activities expenditures 
decreased by $1,083,474 (or 5%). 

6 . The General Fund (the primary operating fund) reflected, on a current financial 
resource basis, a decrease of $ 251,584. 

7 . On a budgetary basis, actual revenues exceeded actual expenditures by 
$1,689,993. 

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION 

The approach used in the presentation of the financial statements of the Municipality 
is based on a government-wide view of such statements as well as a presentation of 
individual funds behavior during fiscal year 2009. The combination of these two 
perspectives provide the user the opportunity to address significant questions 
concerning the content of said financial statements, and provide the basis for a 
comparable analysis of future years performance. The comparative analysis is a 
meaningful and useful management tool for municipal management in the decision 
making process. 

Under the aforementioned approach, assets and liabilities are recognized using the 
accrual basis of accounting which is similar to the method used by most private 
enterprises. This means that current year revenues and expenses are accounted for 
regardless of when cash is received or paid. 

FINANCIAL STATEMENTS COMPONENTS 

The basic financial statements consist of the government wide financial statements, 
the major funds financial statements and the notes to the financial statements which 
provide details, disclosure and description of the most important items included in 
said statements. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

FINANCIAL STATEMENTS COMPONENTS (CONTINUED) 

The Statement of Net Assets reflects information of the Municipality as a whole in a 
consolidated basis and provides relevant information about its financial strength as 
reflected at the end of the fiscal year. Such financial level is measured as the 
difference between total assets and liabilities, the difference between both items 
reported as net assets. It is important to note that although municipalities as 
governmental public entities were not created to operate under a profit motive 
framework, the return on assets performance plays an important role in their 
financial operations. The higher the increments achieved in net revenues, the higher 
the capacity to increase the net assets figure either thru additional borrowings or thru 
internally generated funds. This in turn will benefit the welfare of Naranjito 
constituents. 

The Statement of Activities is focused on both gross and net cost of the various 
activities of the Municipality. It presents information which shows the changes in the 
Municipality's net assets in the most recent fiscal year. Based on the use of the 
accrual basis of accounting, changes are reported as soon as the underlying event 
occurs, regardless of the timing of the related cash flows. Under said approach, 
revenues and expenses are reported in the Statement of Activities based on the 
theory that it will result in cash flows to be realized in future periods. 

A brief review of The Statements of Activities of the Municipality at June 30, 2009, 
shows total expenses incurred to afford the cost of all funct ions and programs 
amounted to $14,774,600. Upon examining the sources of revenues for the 
financing of said programs, the Statement reflects that $9,085,937 was derived from 
the following sources: $254,451 charges for services; $5,398,232 from operating 
grants and contributions; and $3,433,254 from capital grants and contributions 
obtained from other sources. General revenues for the year amounted to 
$11,512,518. When such figure is added to the $9,085,937 previously mentioned, 
total revenues available for the financing of activities amounted to $20,598,455. 
There was an excess of revenues over expenses in the amount of $5,823,855 which 
contributed to the figu re of net assets attained at the end of the fiscal year. 

The Fund Financial Statement is another important component of the Municipality's 
financial statements. A fund is a grouping of related accounts that are used to 
maintain accountability and controls over economic resources of the Municipality that 
have been segregated for specific activities. The Municipal fund type of accounting is 
used to demonstrate compliance with related legal requirements. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

FINANCIAL STATEMENTS COMPONENTS (CONTINUED) 

Information offered thru this Statement is limited to the Municipality most significant 
funds and is particularly related to the local government only, instead of the 
government as a whole. Government funds are used to account for essentially the 
same functions as those reported as governmental activities. The funds are reported 
using an accounting method known as modified accrual accounting which measures 
cash and all other financial assets that can be readily converted into cash. 

The fund statement approach gives the user a short term view of the Municipality's 
government operations and the basic services it provides. Since the focus of 
government funds is narrower than that of the financial statements as a whole, it also 
helps the user with comparable information presented in the governmental activities 
report. By doing so, readers of the basic financial statements may understand better 
the long-term effect of the Municipality 's short-term financial decisions. 

The fund statement approach gives the user a short term view of the Municipality's 
government operations and the basic services it provides. Since the focus of 
government funds is narrower than that of the financial statements as a whole, it also 
helps the user with comparable information presented in the governmental activities 
report. By doing so, readers of the basic financial statements may understand better 
the long-term effect of the Municipality's short-term financial decisions. 

INFRASTRUCTURE ASSETS 

Historically, a government's largest group of assets (infrastructure-roads, bridges, 
underground pipes (unless associated with a utility], etc.) have not been reported nor 
depreciated in government financial statements. GASB 34 requires that these assets 
be valued and reported within the Governmental column of the Government-Wide 
Statements. Additionally, the government must elect to either (a) depreciate these 
assets over their estimated useful life or (b) develop a system of asset management 
designed to maintain the service delivery potential to near perpetuity. If the 
government develops the asset management system (the modified approach) which 
periodically (at least every third year), by category, measures and demonstrate its 
maintenance of locally established levels of service standards, the government may 
record its cost of maintenance in lieu of depreciation. The information about the 
condition and maintenance of condition of the government infrastructure assets 
should assist financial statement users in evaluating a local government and its 
performance over time. 

The Municipality commenced the reporting of infrastructure assets since July 1 , 2003. 
Also, the Municipality elected to depreciate infrastructure over the useful life of the 
assets,instead of using the modified approach. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

Net Assets 

As noted earlier, net assets may serve over time as a useful indicator of a 
government's financial position. The Municipality's combined net assets (excess of 
assets over liabilities) totaled $59,017,698 at the end of 2009, compared to 
$53,193,843 at the end of the previous year, as restated. Such increase in the total 
assets is mainly due to the capitalization of infrastructure assets and construction in 
progress. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED) 

Condensed Statement of Net 
As.set.s 

Current and o ther assets $ 

Capital assets 

Total assets 

Current and other llabllitles 

Long-term llabilltfes 

Total llablllties 

Invested in capital assets, net 
of related debt 

Restricted 

Unrestricted deficit 

Total net assets, as restated 

80,000,000 

70,000,000 

60,000,000 

50,000,000 
40,000,000 

30,000,000 

20,000,000 

10,000,000 

$ 

Total assets 

2009 

13,297,985 

57,202,797 

70,500,782 

1,820,787 

9,662,297 

11,483,084 

49,863,797 

10,895,403 

(1,741 ,502) 

59,017,698 

2008 Change 

$ 13,835,881 $ (537,896) 

50,319,115 6 ,883,682 

64,154,996 6 ,34 5,786 

1,396,793 423,994 

9,564,360 97,937 

10,961,153 521,931 

42,686,115 7,177,682 

11,136,553 (241,150) 

(628,825) (1,112,677) 

$ 53,193,843 $5,823,855 

Total liabilit ies 

Total net assets 

..J 2009 .. 2008 

')(, 

(4%) 

14% 

10% 

30% 

1% 

5% 

17% 

(2%) 

(177)% 

11% 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED) 

Changes in Net Assets 

The Municipality's net assets increased by $ 5,823,855. Approximately 19 percent of 
the Municipality 's total revenue came from taxes, while 78 percent resulted from 
grants and contributions, including federal aid. Charges for service, Interest and 
investment earnings, and miscellaneous, provided 3 percent of the total revenues. 
The Municipality's expenses cover a range of services. The largest expenses were for 
general government, public works, and health and welfare services. A comparative 
analysis of government-wide data with prior year is presented as follow: 

Condensed Statement of Activities 2009 2008 Change % 

Program revenues: 

Charges for services s 254,451 s 100,524 $ 153,927 153% 

Operating grants and conttibutions 5 ,402,137 3,161,249 2,494,869 86% 

Capital grants and con1ribu1ions 3,433,254 2,478,271 954,983 39% 

General revenues: 

Property laxes 1 ,445,277 2 ,038,696 . (593,419) (29)% 

Municipal sales and use tax 1 ,366,779 1,237,690 129,089 10% 

Municipal license tax 1,076,337 1 ,358,287 (281,950) (21)% 

Grants and conlribuuons nor restricted 10 
specific programs 7,204,680 5 ,522,153 1 ,682,527 30% 

lnrerest and investment earnings 310,325 394,379 (84,054) (21)% 

Miscellaneous 109,120 255,684 (146,564) (57)% 

Total revenues 20,602,360 16,546,933 4,309,408 26% 

Expenses: 

General government 6,162,380 5,881,734 280,646 5% 

Public safely 359,469 315,561 4 3,908 1 4 % 

Public works 2,818,208 3,229,709 (411,501) 13% 

Culture and recreation 917,804 349,273 568,531 163% 

Health and welfare 2,775,275 2,429,563 345,712 14% 

Community development 1,429,582 321,803 1 ,107,779 344% 

Economic Development 53,666 (53,666) (100)% 

Education 15,737 15,737 100% 

Interest on tong-term debt 296,145 191,840 104,305 54% 

Total expenses 14,774,600 12,773,149 2,001,451 (9%) 

Change in net assers 5 ,827,760 3 ,773,784 2 ,307,957 16% 

Net assets, beginning of year (as 
resrated) $53,193,843 $ 49,420,059 3 ,519,803 7% 

Net assets, end of year $ 58,767,622 $ 53,193,843 $ 5,827,760 11% 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED) 

Revenues 2009 

Expenses 2009 

• Charges for services 

• Opcr,1ting gr::rnts :ind 
cont ri butio1H 

• CapitJl grJnts and 
contributions 

• property taxes 

• Municipal SJlcs ,1nd use CJx 

u Munic1p:il license tJx 

w Gr.:ints ;ind contributions not 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS 

As noted earlier, the Municipality uses fund accounting to ensure and demonstrate 
compliance with finance related legal requirements. 

Governmental Funds 

The focus of the Municipality's governmental funds is to provide information on near
term inflows, outflows, and balances of spendable resources. Such information is 
useful in assessing the Municipality's financing requirements. In part icular, 
unreserved fund balance may serve as a useful measure of a government's net 
resources available for spending at the end of the fiscal year. 

As of the end of the current fiscal year, the Municipality's governmental funds 
reported combined ending fund balances of $11,477,198 a decrease of $492,734 in 
comparison with the prior year. There are reservations of fund balance amounting to 
$10,911,903. This is the fund balance that it is not available for new spending 
because it has already been committed 1) to liquidate contracts and purchase orders 
of the prior fiscal year ($16,500), 2 ) to pay for capital projects ($7,663,216), 4 ) for 
other purposes ($1,968,581), and in the debt service fund ($1,263,606). 

Within the governmental funds, it is included the general fund which is the principal 
operating fund of the Municipality. As of June 30, 2009, the general fund has a fund 
balance of $581,795. 

GENERAL FUND BUDGETARY HIGHLIGHTS 

As of June 30, 2008, the Municipality's general fund had a prior year fund balance of 
$833,379. The former administration approved Resolutions # 27 and # 35 on 
October 27, 2008 and December 29, 2008, respectively, to use prior years fund 
balances amounting of $1,744,096. This resulted in an excess in the budgeted 
expenditures accounts for the amount of $910,717. However, the current 
administration resolved this situation with an effective budget control, by establishing 
and taking several measures to achieve a positive variance, between the revised 
budget and the actual expenditures, of over $1 million to mitigate the misstatement 
of the former administration. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 

The Municipality's investment in capital assets as of June 30, 2009, amounts to 
$67,748,362, with an accumulated depreciation of $(10,545,565), leaving a net 
book value of $ 57,202,797. This investment in capita l assets includes land, 
buildings, improvements, equipment, infrastructure and construction in progress. 
Infrastructure assets are items that are normally immovable and of value only to the 
state, such as 
roads, bridges, streets and sidewalks, drainage systems, lighting systems, and similar 
items. 

The total increase in the Municipality's investment in capital assets for the current 
fisca l year was $7,928,656 in terms of net book value. Depreciation charges for the 
year totaled$ 1 ,044,974. 

The Municipality finances a significant portion of its construction activities through 
bond issuances. The proceeds from bond issuances designated for construction 
activities are committed in its entirety for such purposes and cannot be used for any 
other purposes. As of June 30, 2009 the Municipality has $7,663,216 of unexpended 
proceeds from bond issuances that are committed to future construction activities. 

Debt Administration 

The Puerto Rico Legislature has established a limitation for the issuance of general 
obligation municipal bonds and notes for the payment of which the good faith, credit 
and taxing power of each municipality may be pledged. 

The applicable law also requires that in order for a Municipality to be able to issue 
additional general obligation bonds and notes such Municipality must have sufficient 
"payment capacity". Act No. 64 provides that a Municipality has sufficient "payment 
capacity" to incur additional general obligation debt if the deposits in such 
municipality's Redemption Fund and the annual amounts collected with respect to 
such Municipality's Special Additional Tax (as defined below), as projected by GOB, 
will be sufficient to service to maturity the Municipality's outstanding general 
obligation debt and the additional proposed general obligation debt ("Payment 
Capacity"). 

12 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED) 

The Municipality is required under applicable law to levy the Special Additional Tax in 
such amounts as shall be required for the payment of its general obligation municipal 
bonds and notes. In addition, principal of and interest on all general obligation 
municipal bonds and notes and on all municipal notes issued in anticipation of the 
issuance of general obligation bonds issued by the Municipality constitute a first lien 
on the Municipality's Basic Tax revenues. Accordingly, the Municipality's Basic Tax 
revenues would be available to make debt service payments on general obligation 
municipal bonds and notes to the extent that the Special Additional Tax levied by the 
Municipality, together with moneys on deposit in the Municipality's Redemption Fund, 
are not sufficient to cover such debt service. It has never been necessary to apply 
Basic Taxes to pay debt service on general obligation debt of the Municipality. 

The Municipality relies primarily on property and municipal taxes as well as federal 
and state grants to carry out the governmental activities. Historically, property and 
municipal taxes have been very predictable with increases of approximately five 
percent. Federal and State grant revenues may very if new grants are available but 
the revenue also is very predictable. Those factors were considered when preparing 
the Municipality's budget for the fiscal year 2009-2010. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

The American Recovery and Reinvestment Act of 2009, abbreviated ARRA, is an 
economic stimulus package endorsed by the President of the United States of 
America and approved by Congress. Its immediate goals include the creation of new 
jobs as well as save existing ones, preserve the economic activity, invest in long-term 
economic growth, and promote a high level of accountability and transparency in 
government spending. 

Puerto Rico is part of the American territories that will benefit from the stimulus 
package of ARRA, and will receive approximately $5,600 million in grants and is 
eligible to obtain additional funding through other competitive federal programs. 

As part of this plan, the Municipality of Naranjito will benefit from federal grants to 
improve its services to its constituents and from the economic activity generated 
within its territory due to projects funded by ARRA. 

13 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES (CONTINUED) 

On March 9, 2009, the Legislature of the Commonwealth of Puerto Rico, approved 
Law No. 9 known as "Ley del Plan de Estlmulo Economico Criollo" which makes 
feasible the Investment on Our Infrastructure Plan (PINI) to benefit the municipalities 
of Puerto Rico. The objectives of the Plan are to: 1) provide an immediate stimulus to 
the economy through funding of infrastructure projects islandwide; and 2) speed-up 
priority infrastructure projects in all municipalities of Puerto Rico. 

The amount assigned to the Municipality of Naranjito amounts to $848,485 for the 
first phase of the (PINI) Plan. In the first phase, the municipalities can use the funds 
for the following: 1) funding of essential infrastructure, and 2) those municipalities 
with deficit, that fall within the Governmental Development Bank (BGF) criteria for 
assigning those funds, can use those them to partially or fully liquidate existing debts 
with governmental agencies. The Municipality assigned the $848,485 for 
infrastructure projects. 

FINANCIAL CONTACT 

The Municipality's financial statements are designed to present users (citizens, 
taxpayer, customers, investors and creditors) with a general overview of the 
Municipality's finances and to demonstrate the Municipality's finances and to 
demonstrate the Municipality's accountability. If you have questions about the report 
or need additional financial information, contact the Municipality's Chief Financial 
Officer at PO Box 53 Naranjito, PR 00719-0053. 
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Assets 
Cash and cash equivalents 
Cash with fiscal agent 
Accounts receivable: 

Municipal license tax 
Intergovernmental 
Federal grant 

Capital assets 

Commonwealth of Puerto Rico 

Municipality of Naranjito 

Statement of Net Assets 

June 30, 2009 

Land, improvements, and construction in progress 
Other capital assets, net of depreciation 

Total capital assets 

Total assets 

Liabilities 
Accounts payable and accrued liabilities 
Due to other governmental entities 
Deferred revenues: 

Municipal license tax 
Federal grant revenues 

Noncurrent liabilities: 
Due 'A(ithin one year 
Due in more than one year 

Total liabilities 

Net Assets 
Invested in capital assets. net of related debt 
Restricted for: 

Capital projects 
Debt service 
Federal and state grant funds 

Unrestricted (deficit) 

Total net assets 

Governmental 

Activities 

$ 7,321,040 
5,344,960 

1,850 
187,878 
442,257 

43,431,541 
13,771,256 
57,202.797 

70,500.782 

1,051,301 
107,555 

648,400 
13,531 

874 ,584 
8,787,713 

11,483,084 

49,863,797 

7,663,216 
1,263,606 
1,968 ,581 

(1,741 ,502) 

$ 59,017,698 

The notes to the financial statements are an integral part of this statement 
15 



Funclions/Prograrns 

General government 

Public safely 

Public works 

Heallh and welfare 

Culture and recreation 

Community development 

Education 

Interest on long-term debt 

Total governmental activities 

Commonwealth of Puerto Rico 

Municipality of Naranjito 

Statement of Activities 

For the Year Ended June 30, 2009 

Charges for 

fapenses Services 

$ 6,162,380 $ 198,625 

359,469 52,926 

2,818,208 2,900 

2,775,275 

917,804 

1,429,582 

15,737 

296,145 

$ 14,774,600 $ 254,451 

General revenues: 

Property taxes 

Municipal license tax 

Municipal sales and use tax 

Program Revenues 

Opera1ing 

Grants and 

Contributions 

$ 384,440 

553,277 

1,049,657 

1,631 ,434 

1,763,424 

16,000 

$ 5,398,232 

Grants and comnbutions not restricted to specific programs 

Interest and investment earnings 

Miscellaneous 

Total general revenues 

Change in net assets 

Net assets - beginning .as restated 

Net assets - ending 

Capital 

Grants and 

Contrlbullons 

$ 

1,558,735 

1,769,324 

105,195 

$ 3,433,254 

Nel (Expense) Revenue and 

Changes in Net Assels 

$ 

$ 

$ 

Governmenlal 

Ac1ivi1ies 

(5,579,315) 

246,734 

(206,916) 

(1 ,143,841) 

851 ,520 

439,037 

263 

(296,145) 

(5,688,663) 

1,445.277 

1,076,337 
1,366,779 

7,204,680 
310,325 

109,120 

11,512,518 

5,823,855 
53,193.843 
59,017,698 

The notes to the financial statements are an integral part of this statement. 16 



Commonwealth of Puerto Rico 

Municipality of Naranjito 

Balance Sheet 

Governmental Funds 

June 30, 2009 

Special Revenue Capital Other Total 

General State and Federal Projects Governmental Governmental 

Fund Grants Fund Funds Funds 

Assets 

Cash and cash equivalents $ 1,168,107 $ 2,264.546 $ 3,888.387 $ $ 7,321,040 

Cash with fiscal agent 3,582 4,077.772 1,263,606 5,344,960 

Accounts receivable: 

Municipal license tax 1,850 1,850 

Intergovernmental 187,878 187,678 

Federal grant 442,257 442.257 

Due from ot11er funds 6 11 ,135 61 1,135 

Total assets $ 1,781,092 $ 2,898,263 $ 7,966,159 $ 1,263,606 $ 13,909,120 

Liabilities and Fund Balances 

Liabilities : 

Accounts payable and accrued liabilities $ 443,342 $ 329,183 $ 278,776 $ $ 1,051 ,301 

Due to other governmental entities 107.555 107,555 

Due to other funds 586,968 24 ,167 611 .135 

Deferred revenues: 

Municipal license tax 648,400 648.400 

Federal grant revenues 13,531 13.531 

Total liat>ililies 1, 199.297 929,682 302,943 2. 431,922 

Fund balances: 

Reserved for: 

Encumbrances 16,500 16,500 

Capital projects 7,663,216 7 ,663,216 

Other purposes 1,968,581 1,968,561 

Reserved reported in nonmajor funds: 

Debt service fund 1.263,606 1.263.606 

Unreserved· 

Undesigned 565.295 565,295 

Total fund balances 581 ,795 1,968,581 7,663,216 1,263,606 11 .477,196 

Total liat>illlies and fund t>alances $ 1.761,092 $ 2,898,263 $ 7,966,159 $ 1,263,606 

Amounts reported for governmental activities in the statement ol net assets are different because: 

Capital assets used in governmental activities are not financial resources and. t11erefore. are not reponed in the governmental funds 57.202.797 

Long-term liatJilities are not due and payable in the current period. aml t11erefore, are not 

reponea in tne governmental funds (9.662,297) 

Net assets of governmental activities $ 59.017.696 

17 
The notes to the financial statements are an integral part of this statement. 
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Commonwealth of Puerto Rico 

Municipality of Naranjito 
Statement of Revenues, Expenditutes and Changes in Fund Balances 

Govemmental Funds 
Fot the Year Ended June 30, 2009 

Special Revenue Caj>ttal Other Total 
Gene rat State and fede1at P101ects Governmental Governmental 

Fund Grants Fund Funds Funds 

Revenues 
Propeny ta.as 1.681 ,077 233,356 t ,9H.•33 
Munoc:'f>IN •Illes .na use lax 940,989 425.790 1,366,779 
Muniap81 license ta.es 1,076,337 1.076,337 
l.Jalnses,permits ena 01ner local taxes 322.671 322,671 

tniergoven~neol&I 7.045.477 2,205.200 3,433.254 12,683,931 

Renl ol fl<Openy 196,625 196.625 
Finos ana lorfe1lul8S 2,064 2.Cl64 

rnwest 310,325 310.325 
cnerge ror services 2.900 2.900 
Federal grams 3,060,427 3,060,427 

M1sc.-eManeous 52.351 14,607 41 .961 109.119 

Total rev.,nutt$ 11,632,816 5,300,434 3,475.215 659,146 21,067,611 

Expendnures 

Cunanc 
Genenil governmen1 6,261.116 194,383 562,881 7,018,380 

Pubk salety 496.429 274.266 770.695 

PuckWOO<s 2,616.270 564.659 2,993.235 6.194,164 

Heeltll 800 wellate 1,755.618 1,359,088 3, 114,706 

Cl.ftu<e ancs reaeabOt\ 386.235 1.806.324 2.194,559 
ComrllUnlty oevelc>po nen1 1,588.468 73.491 1,661.959 

EwcalJOn 15,737 15,737 

0.1>4 •-tee 
Pmgpal 294,000 294,000 
~.f.$l 296, 145 296.145 

Tolal expt11tC111<.res 1\,515.668 4,016,601 5 437,931 590,145 21.560,345 

Excess (clefic1ency) ol revenues over 
(uOO"') oxpe0<11tutes 117, 146 1,263,633 ( 1.962.716) 69,001 (492,134) 

Other financing sources (uses) 

Ttansfe<s in 336,832 31,900 366.732 
Transrers Olll (368.732) (368,732) 

Total otn.t l1ne1'\Cin9 'ovrces (uses) (368.732) 336.832 31 .900 

Nel change' iC'1 h>n<l oatance:s (251,584) 1,283.833 (1 ,625,684) 100,901 (492,734) 

FuOO oalance. oegonn1ng ,es 1es1a11c1 633,379 684.746 9.269,100 1, 162,705 11.969.932 
Funo 0~1wice, e1101<19 581,795 1,966,581 7.663.216 1,263,606 11 ,477,196 

I ~~ 
J ~ye t"1'J 

The notes to the financial statements are an 1n1egral part of lh1s s1a1emen1. 18 



Commonwealth of Puerto Rico 

Municipality of Naranjito 
Reconciliation of the Statement of Revenues, 

Expenditures, and Changes in Fund Balances of 
Governmental Funds to the Statement of Activities 

For the Year Ended June 30, 2009 

Net Change in Fund Balances - Total Governmental Funds 

Amounls reported for governmental activities in the Statement of Acltviltes are 
different because: 

Governmental Funds report capital outlays as expenditures. However, in the Goyernment
Wide Statement of Activities and Changes in Net Assets, the cost of those assets is 
allocated over their estimated useful lives as depreciation expense. This is the amount of 
capital assets recorded in the current period. 

Prior year Accounts Receivable reported in the Governmental Fund Financial Statements as 
revenues.but reversed in the Government-Wide Statement of Activities in Net Assets. 

Capital assets received as a donation are not recorded in the Governmental Funds, 
because current financial resources are not involved; however, the transact ion must be 
reflected in the Government-Wide Financial Statements based on the fa ir value of the 
donated property This is the amount of donated capital assets recorded in the current 
period. 

Depreciation expense on capital assets is reported in the Government-Wide Statement of 
Activities and Changes in Net Assets, but they do not require the use of current financial 
resources. Therefore, depreciation expense is not reported as expenditures in 
Governmental Funds 

Disposal of capital assets require removal of cost of the capital assets from the capital 
asset account on the Government-Wide Statement of Net Assets, resulting in a loss on 
disposal of capital assets on the Government-Wide Statement of Activities and Change in 
Net Assets. 

Some expenses reported in the Statement of Activities do not require the use of current 
financial resources and, therefore • are not reported as expenditures in Governmental 
Funds. 

Tt1e issuance of long-term debt provides current financial resources to Governmental 
Funds, white the repayment of principal of long-term debt consumes current financial 
resources. This is the amount by which debt proceeds exceed debt service principal 

Change in Net Assets of Governmental Activities 

$ 

$ 

The notes to the financial statements are an integral part of this statement. 

(492,734) 

9,662,236 

(469,156) 

(1 ,078,741) 

(1 ,699,813) 

(391,937) 

294 ,000 

5,823,855 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS 

YEAR ENDED JUNE 30, 2009 

1 . ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Municipality of Naranjito (the Municipality) was founded on the year 1824. The 
Municipality's governmental system consists of an executive and legislature body. It is 
governed by a Mayor and a fourteen-member Municipal Legislature who are elected for a 
four-year term. 

The Municipality provides public safety, public works, culture and recreation, health and 
welfare, community development, education, and other miscellaneous services. 

The accounting policies and financial reporting practices of the Municipality conform to 
accounting principles generally accepted in the United States of America ("USGAAP") as 
applicable to governmental units. 

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement 
No. 34, "Basic Financial Statements and Management's and Discussion and Analysis for 
State and Local Governments." This Statement, known as the Reporting Model, provides 
for the most significant change in financial reporting for state and local governments in 
over 20 years and affects the way the Municipality prepares and presents financial 
information. The Statement was adopted as of July 1, 2002. In addition to this Statement, 
GASB Statement No. 37, "Basic Financial Statements and Management's Discussion and 
Analysis for State and Local Governments: Omnibus" and GASB Statement No. 38, 
"Certain Financial Statement Note Disclosures" have been adopted and are reflected in 
these financial statements. 

As part of this Statement, there is a new reporting requirement regarding the 
capitalization of local government infrastructure (roads, bridges, traffic signals, etc.). This 
requirement permits an optional four-year delay for implementation to fiscal year ended 

on June 30, 2008. The Municipality implemented the capitalization of infrastructure as of 
July 1, 2007. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

A. Component Units 

In evaluating how to define the Municipality for financial reporting purposes, management 
has considered all potential component units. The decision to include a potential 
component unit in the reporting entity was made by applying the provisions of Statement 
No. 14, The Financial Reporting Entity, of the GASB, as amended by the GASB Statement 
No. 39, "Determining Whether Certain Organizations Are Component Units an amendment 
of GASB Statement 14". The basic, but not the only criterion for including a potential 
component unit within the reporting entity is if elected officials of a primary government 
are financially accountable for the entity. Financial accountability exists if the primary 
governmental appoints a voting majority of the entity's governing body, and if either one 
of the following conditions exist: the primary government can impose its will on the other 
entity or the potential exists for the other entity to (1) provide specific financial benefits to 
or (2) impose specific financial burdens on the primary government. A second criterion 
used in evaluating potential component units is if the nature and significance of the 
relationship between the entity and a primary government are such that to exclude the 
entity from the financial reporting entity would render the financial statements misleading 
or incomplete. Based on the above criteria, the Municipality does not have component 
units to include within its reporting entity. 

B. Government-wide and fund financial statements 

Financial information of the Municipality is presented in this report as follow: 

1. Management's discussion and analysis introduces the basic financial statements and 
provides an analytical overview of the Municipality's financial activities. 

2. The government-wide financial statements (i.e. the statement of net assets and the 
statement of activities) report information on all the activities of the Municipality and 
its component units, if any. Governmental activities, which normally are supported by 
taxes and intergovernmental revenues, are reported separately from business-type 
activities, if any, which rely to a significant extent on fees and charges for support. 
lnterfund activity has been removed from these statements to minimize the duplicating 
effect on assets and liabilities within the governmental activities. 

The statement of activities demonstrates the degree to which the direct expenses of a 
given function or segment is offset by program revenue. Direct expenses are those that 
are charges to customers or applicants who purchase, . use, or directly benefit from 
goods, services, or privileges provided by a given function or segment and grants and 
contributions that are restricted to meeting the operational or capital requirements of a 
particular function or segment. Taxes and other items not properly included among 
program revenues are reported instead as general revenues. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3. Fund financial statements focus on information about the Municipality's major 
governmental funds. Major individual governmental funds are reported as separate 
columns in the fund financial statements. The Municipality reports the following 
major governmental funds: 

General Fund- is the accounting entity in which all governmental activity, except that 
which is required to be accounted for in another fund, is accounted for. Its revenues 
consist mainly of taxes, licenses and permits, intergovernmental revenue, charges for 
services and other. 

Special Revenue Fund - State and Federal Grants- is the accounting entity in which 
revenues derived from state and federal grants, is accounted for. The uses and 
limitations of each special revenue fund are specified by Municipality ordinances or 
federal and state statutes. 

Capital Projects Fund - is the accounting entity in which revenues derived from local 
funds, state and federal grants or other restricted revenue sources related to capital 
projects, is accounted for. The uses and limitations of each capital project fund are 
specified by Municipality ordinances or federal and state statutes. 

4. The notes to the financial statements provide information that is essential to a user's 
understanding of the basic financial statements. 

5. Required supplementary information such as the budgetary comparison schedule
general fund and other types of data required by GASB. 

6. Notes to the budgetary comparison schedule-general fund. 

C. Financial reporting presentation 

The accounts of the Municipality are organized on the basis of funds, each if which is 
considered a separate accounting entity. The operations of each fund are accounted for 
with a separate set of self-balancing accounts that comprise its assets, liabilities, fund 
equity, revenues, and expenditures. Fund types are as follows: 

General Fund- General Fund is the general operating fund of the Municipality. It is used 
to account for all governmental activity, except those required to be accounted for in 
another fund. 

Special Revenue Fund - Federal Grants - Special Revenue Funds are used to account for 
revenues derived from federal grants. The uses and limitations of each special revenue 
fund are specified by Municipality ordinances or federal and state statutes. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Special Revenue Fund - Local and State Grants - Specia l Revenue Funds are used to 
account for revenues derived from local funds, state grants or other restricted revenue 
sources. The uses and limitations of each special revenue fund are specified by 
Municipality ordinances or federal and state statutes. 

Debt Service Funds- Debt Service Funds are used to account for the accumulation of 
resources for and the payment of, general long-term debt principal, interest, and related 
costs. 

Capital Projects Funds - Local, State and Federal Grants - Capital Project Funds are 
used to account for financial resources used for the acquisition or construction of major 
capital faci lities. 

D. Measurement focus, basis of accounting and financial presentation 

Except for budgetary purposes, the basis of accounting used by the Municipality conform 
to accounting principles generally accepted in the United States of America ("USGAAP") 
as applicable to governmental units. The accounting and financia l reporting treatment 
applied to a fund is determined by its measurement focus. 

The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing 
of related cash flows. Property taxes are recognized as revenues in the year for which 
they are levied. Grants and similar items are recognized as revenue as soon as all 
eligibil ity requirements imposed by the provider have been met. 

The Municipality has elected not to apply all Statements and Interpretations issued by 
the Financial Accounting Standard Board after November 30, 1989, in accordance with 
GASB Statement No. 20. 

Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting. Revenues 
are recognized as soon as they are both measurable and available. Revenues are 
considered to be available when they are collectible within the current period or soon 
e·nough thereafter to pay liabilities of the current period. For this purpose, the 
government considers revenues to be available if they are collected within the current 
period or soon enough thereafter. Expenditures are recorded when the related fund 
liability is incurred, except for principal and interest on general long-term debt, claims 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

and judgments, and compensated absences, which are recognized as expenditures 
when payment is due. General capital asset acquisitions are reported as expenditures in 
governmental funds. Proceeds from issuance of general long-term debt reported as 
other financing sources. 

Property taxes, other taxes, licenses, rent, and interest associated with the current fiscal 
period are all considered to be susceptible to accrual and so have been recognized as 
revenues of the current fiscal period. All other revenue items are considered to be 
measurable and available only when the government receives cash. 

Private-sector standards of accounting and financial reporting issue prior to December 
1, 1989, generally are followed in the government-wide financial statements to the 
extent that those standards do not conflict with or contradict guidance of the 
Governmental Accounting Standards Board. Governments also have the option of 
following subsequent private-sector guidance for their business-type activities and 
enterprise funds, subject to this same limitation. The Municipality has elected not to 
follow subsequent private-sector guidance. 

Amounts reported as program revenues include 1) charges to customers or applicants 
for goods, services, or privileges provided, 2) operating grants, and contributions, and 3) 
capital grants and contributions, including special asse.ssments, if any. Internally 
dedicated resources are reported as general revenues rather 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, then unrestricted resources, as they 

are needed. 

The preparation of the financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reJ)orted amounts of assets and liabilities at 
the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. 

E. Assets, liabilities and net assets 

1. Cash, cash equivalents, and cash with fiscal agent- The Municipality's cash and cash 
equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of 
acquisition. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Cash with fiscal agent in the debt service fund represents special additional property 
tax collections retained by the Commonwealth of Puerto Rico and restricted for the 
payment of the Municipality's debt service, as established by law. Also, cash with 
fiscal agent consists of unused proceeds of bonds and notes issued for the 
acquisition of equipment and construction of major capital improvements. 

2. Receivables and payables- Activity between funds that are representative of 
lending/borrowing arrangements outstanding at the end of the fiscal year are 
referred to as either "due to/ from other funds" (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 funds are reported as "due to/ from 
other funds." 

Advances between funds, as reported in the fund financial statements, if any, are 
offset by a fund balance reserve account in applicable governmental funds to 
indicate that they are not available for appropriation and are not expendable 
available financial resources. 

Receivables are stated net of estimated allowances for uncollectible accounts, which 
are determined, based upon past collection experience and current economic 
conditions. Intergovernmental receivables in the general fund represent mostly 
contributions from the Puerto Rico Electric Power Authority, which contribute a 
specific percentage of their revenues as payment in lieu of taxes. Intergovernmental 
receivable in the special revenue fund represent amounts owed to the Municipality 
for reimbursement of expenditures incurred pursuant to federally funded programs. 

3. Inventories- Inventories in the general fund is recorded as expenditure and, 
consequently, the inventory is not recorded in the statement of net assets. 

4. Capital assets- Capital assets, which include property, equipment and infrastructure 
assets (e.g., roads, bridges, sidewalks and similar items), are reported in the 
governmental activities column in the governmental-wide financial statements. The 
Municipality defines capital asset as assets with an initial, individual cost of more 
than $25 and an estimated useful life in excess of one year. Such assets are 
reported at historical cost or estimated historical cost if purchased or constructed. 
Donated capital assets are recorded at estimated fair market value at the date of 
donation. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

The cost of normal maintenance and repairs that do not add to the value of the asset 
or materially extend assets lives are not capitalized. 

Major outlays for capital assets and improvements are capitalized as projects are 
constructed. 

Capital assets of the Municipality are depreciated using the stra ight-line method over 
the following estimated useful lives: 

Buildings and site improvements 
Infrastructure 
Works of art 
Vehicles 
Furniture and fixtures 
Machinery and equipment 

Useful Lite 

40 years 
40 years 
10 years 
5 years 
5 years 

3 to 5 years 

Capitalization threshold 

$1 
$1 
$1 
$1 

$25 
$25 

5. Long-term obligations- The liabi lities reported in the government-wide f inancial 
statements included general and special obligat ion bonds and notes, and other long
term liabi lities, such as vacat ion, sick leave, litigation, long-term liabilities to other 
governmental entities. 

In the fund financial statements, governmental fund types recognize bond issuances 
cost, during the current period. The face amount of debt issued is reported as other 
financing sources, while bond issuance costs, whether or not withheld from the 
actual debt proceeds received, are reported as expenditures. 

6. Compensated absences- Employees accumulate vacation leave at a rate of 2.5 days 
per month up to a maximum of 60 days. Unpaid vacation time accumulated is fully 
vested to the employees from the first day of work. All vacation pay is accrued when 
incurred in the government-wide f inancial statements. 

Employees accumulate sick leave at a rate of 1.5 days per month up to a maximum 
of 90 days. Upon retirement, an employee receives compensat ion for all 
accumulated and unpaid sick leave at the current rate, if the employee has at least 
10 years of service with the Municipality. All sick leave pay and salary related 
benefits are accrued when incurred in the governmental-wide financial statements 
when the employee m eets such criteria. 

7. Claims and judgments- The estimated amount of the liability for claims and 
judgments, which is due on demand, such as from adjudicated or settled cla ims, is 
recorded in the general fund when the liability is incurred. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS {CONTINUED) 

YEAR ENDED JUNE 30, 2009 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED} 

8. Reservations of fund balance- Reservations of fund balance in the fund financial 
statements represent portions of fund balances that are legally segregated for 
specific future use or are not appropriated for expendit~re. The Municipality has the 
following reservations of fund balance: 

a. Capita l Projects- Represent the reservation of amounts to be used for future 
expenditures for capital projects under contacts and other commitments. These 
committed amounts generally will become liabilities in future periods as the 
projects are completed. 

b. Encumbrances- Represent future expenditures under purchase orders, contracts 
and other commitments. These committed amounts generally will become 
liabilities in future periods as the goods or services are received. 

c. Other Purposes- Represents net assets available for specific use and/ or legally 
segregated for other specific future use. 

d. Debt Service Fund- Represents net assets avai lable to finance future debt 
service payments. 

9. lnterfund and intra-entity transactions- The Municipality has the following types of 
transactions among funds: 

a. Operating Transfers- Legally required transfers that are reported when incurred 
as "Operating transfer-in" by the recipient fund and as "Operating transfers-out" 
by the disbursing fund. 

b. Intra-Entity Transactions- Transfers between the funds of the primary 
government are reported as interfund transfers with receivables and payables 
presented as amounts due to and due from other funds. 

10. Risk financing- The Municipality carries commercial insurance to cover casualty, 
theft, tort claims and other losses. Insurance policies are negotiated by the Puerto 
Rico Treasury Department and costs are allocated among all the Municipalities of 
Puerto Rico. 

Cost of insurance allocated to the Municipality and deducted from the gross property 
tax collections by the CRIM for the year ended June 30, 2009 amounted to 
approximately $224,000. The current insurance policies have not been cancelled or 
terminated. The CRIM also deducted approximately $168,000 for workers 
compensation insurance covering all municipal employees. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

11. Reconciliation of Government-Wide and Fund Financial Statements- Explanation of 
certain differences between the Governmental Fund Balance-Total Governmental 
Funds and Net Assets-Governmental Activities as reported in the Government-Wide 
Statement of Net Assets. One element of that reconciliation explains that "long-term 
liabilities, including bonds payable, are not due and payable in the current period and 
therefore are not reported in the funds." The following table details the difference: 

Bonds and Notes Payable 
Accrued compensated absences 
Property tax debt-Law 42 
LIMS-Repayment Plan 
Due to other governmental entity -Law 146 
Property tax debt - Treasury Department 
Advance property tax 
Accrual basis of accounting accounts receivable 
Capital assets, net of depreciation 

Net adjustment to increase fund balance total governmental funds to 
arrive at net assets-governmental activities 

2. CASH AND CASH EQUIVALENTS 

$ (7,339,000) 
(1,499,999) 

(687,410) 
(27 ,641) 
(72,070) 

(2,293) 
(33,884) 

57,202,797 

$ 47,540,500 

The Municipality maintains its deposits in various commercial banks located in Puerto Rico 
and in the Government Development Bank for Puerto Rico (GOB). Proceeds from bonds and 
funds related to certain grant awards are required by law to be held with GOB. 

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 40), Deposit 

and Investment Risk Disclosure, an Amendment to GASB Statement No. 3. This statement 
requires that state and local governments disclose essential risk information about deposits 
and investments. The disclosure requirements cover four main areas: (1) credit risk, (2) 
interest rate risk, (3) custodial credit risk, (4) foreign exchange exposure. 

Credit risk - This is the risk that an issuer or other counterparty to an investment will not 
fulfill its obligations. In compliance with the laws and regulations of the Commonwealth, 
the Municipality has adopted, as it's custodial and credit risk policy, the Statement of 
Investment Guidelines for the Government of the Commonwealth of Puerto Rico. 
Accordingly the Municipality invests only in obligations of the Commonwealth, obligations 
of the United States of America, certificates of deposits, commercial paper, bankers' 
acceptances, or in pools of obligations of the municipalities of Puerto Rico, which are 
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YEAR ENDED JUNE 30, 2009 

2. CASH AND CASH EQUIVALENTS (CONTINUED) 

managed by GOB. According to the aforementioned investment guidelines, the Municipality 
does not invest in marketable securities or any types of investments for which credit risk 
exposure may be significant. Therefore, the Municipality's management has concluded that 
the risk related to any possible loss related to defaults by commercial banks on the 
Municipality's deposits is considered low at June 30, 2009. 

Interest rate risk - This is the risk that changes in interest rates of debt investments will 
adversely affect the fair value of an investment. The Municipality manages its exposure to 
declines in fair values by: (1) not including debt investments in its investment portfolio at 
June 30, 2009, (2) limiting the weighted average maturity of its investments to three 
months or less, and (3) keeping most of its bank deposits in interests bearing accounts 
generating interests at prevailing market rates. At June 30, 2009, the Municipality's 
investments in certificates of deposits are recorded at cost, which approximates their fair 
value. Therefore, the Municipality's management has concluded that at June 30, 2009, the 
interest rate risk associated with the Municipality's cash and cash equivalents is 
considered low. 

Custodial credit risk - In the case of deposits, this is the risk that in the event of a bank 
failure, the Municipality 's deposits may not be recovered. Pursuant to the Statement of 
Investment Guidelines for the Government of the Commonwealth of Puerto Rico the 
balances deposited in commercial banks by the Municipality are insured by the Federal 
Deposit Insurance Corporation (FDIC) generally up to a maximum of $100,000 per 
depositor. 

Custodial credit risk - In addition, public funds deposited in commercial banks by the 
Municipality are fully securities pledged as collateral are held, in the Municipality's name, 
by the agents of the Commonwealth's Secretary of Treasury. Deposits with GOB are 
uninsured and uncollateralized. However, no losses related to defaults by GOB on deposit 
transactions have been incurred by the Municipality through June 30, 2009. Therefore, the 
Municipality's management has concluded that at June 30, 2009 the custodial credit risk 
associated with the Municipality's cash and cash equivalents is considered low. 

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the 
value of an investment or a deposit. According to the aforementioned investment 
guidelines, the Municipality is prevented from investing in foreign securities or any other 
types of investments in which foreign exchange risk exposure may be significant. 
Accordingly, management has concluded that the foreign exchange risk related to the 
Municipal ity's deposits is considered low at June 30, 2009. 
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YEAR ENDED JUNE 30, 2009 

2. CASH AND CASH EQUIVALENTS (CONTINUED) 

Under Commonwealth of Puerto Rico statutes public funds deposited in commercial banks 
must be fully collateralized for the amount deposited in excess of federal depository 
insurance. All securities pledged as collateral are held by the Secretary of the Treasury of 
Puerto Rico. In addition, the Municipality maintains deposits with the Government 
Development Bank for Puerto Rico (GOB). 

The Municipality 's bank balances in commercial banks of approximately $1,168,107, 
$2,264,546 and $3,888,387 in the general fund, special revenue fund - federal and state 
grants, and capital projects fund, respectively, were fully collateralized at June 30, 2009. 

The deposits at GOB of $3,582 that is restricted for specific purposes in the special 
revenue fund, $ 4,077,772 in the capital projects fund and $1,263,606 in the other 
governmental fund that is restricted for debt service are unsecured and uncollateralized, as 
no collateral is required to be carried by governmental banks. 

3. RECEIVABLES 

A. Municipal License Tax- The Municipality imposes a municipal license tax on all 
businesses that operate within the Municipality, which are not totally or partially 
exempt from the tax pursuant to the Industrial Incent ives Act of the Commonwealth 
of Puerto Rico. This is a self-assessed tax based on the business volume in gross 
sales as shown in the tax return that is due on April 15 of each year. Entities with 
sales volume of $1,000,000 or more must include audited financial statements 
together with the tax return. During the fiscal year ended June 30, 2009, the tax 
rates were as follows: 

1. Financial business- 1 .50% of gross revenues 

2. Other organizations- 0.50% of gross revenues 

This tax is due in two equal installments on July 1 and January 1 of each f iscal year. 
A discount of 5% is allowed when full payment is made on or before April 15. 
Municipal license tax receivable represents filed municipal license tax returns that 
were uncollected as of June 30, 2009, net of allowance for uncollectible accounts. 

Municipal license taxes, collected prior to June 30 but pertain ing to the next fiscal 
year are recorded as deferred revenues. 
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3. RECEIVABLES (CONTINUED) 

B. Intergovernmental- Intergovernmental receivable of $187,878 in the special revenue 
fund represents expenditures incurred not yet reimbursed by local and federal 
government. 

C. Federal Grants Receivable- Federal grants receivable in special revenue state and 
federal grants represents expenditures incurred not yet reimbursed by the pass
through grantor. Following is a detail of the federal grants receivable: 

Program Description 

Community Development Block Grant- State Program 

Total 

4. INTERFUND TRANSACTIONS 

Amount 

$ 442.257 

$ 442,257 

lnterfund receivables and payables at June 30, 2009, and interfund transfers during the 
fiscal year ended at June 30, 2009, are summarized as follows: 

a. Due from/ to other fund: 

Receivable Fund Payable Fund Purpose 

General Fund Special Revenue Fund Payroll Transfer and Reimbursable Expenditures 
General Fund Capital Projects Fund Payroll Transfer and Reimbursable Expenditures 
Total 

5. CAPITAL ASSETS 

Amount 

$ 586,968 
24167 

i. 6111..35 

Capital assets; those with an estimated useful live of one year or more from the time of 
acquisition by the Municipality and a cost of $25 or more, are primarily funded through the 
issuance of long-term bonds and loans. A summary of capital assets and changes 
occurring in 2009, including those changes pursuant to the implementation of GASB 
Statement No. 34, follows. Land and construction in progress are not subject to 
depreciation: 
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5. CAPITAL ASSETS (CONTINUED) 

Balance 
Governmenta l Activit ies: Jul~ 1, 2Q08 AdditiQD:ii Retirement~ 

Capital asset, not being depreciated: 

Land $ 21,914 ,897 $ 24,641 $ (3,574) 
Construction in progress 16,§Q5,812 6,585,750 (1,695,985) 

Total capital assets not being 
depreciated 38,520,709 6,610,391 (1 ,699,559) 

Capital assets, being depreciated: 

Buildings $ 5,104,31 6 $ 24,641 $ 
Buildings improvements 2,884,272 27,840 
Infrastructure 5,003,312 1 ,537,492 
Infrastructure improvements 2,588,778 992,713 
Equipment 1 ,535,332 209,308 (13,606) 
Furnishing 242,407 15,884 (6,396) 
Works of art 605 1 ,360 
Computers 205,210 53,696 (14,019) 
Vehicles 3,7;34,765 188,911 

Total capital assets being 
depreciated i 2 1 ,298,997 i 3,051,845 $ (34 ,Q21) 

Less accumulated depreciation for: 

Build ings $ (1,908,299) $ (128,224) $ 
Buildings improvements (296,430) (72,666) 
Infrastructure (2,112,504) (162,745) 
Infrastructure improvements (395,895) (216,166) 
Equipment (1 ,170,964 ) (162,671) 13,352 
Furnishing (178,041) (21,009) 6,396 
Works of art (605) (11) 
Computers (158,651) (34,496) 14,019 
Vehicles (3,279,202) (28Q,753) 

Total accumulated depreciation ~ {9 ,500,591} ~ (1,078,741) $ 3J,Z67 

Total capital assets being 
depreciated, net ~ 11,798,406 i 1 ,9ZJ.:!.04 $ (254) 

Governmental activit ies capital 
assets, net i_fill,3 ~~.l.15 § 8 .583,A.9~ S. (1,69~.~U.~l 

Balance 
June 30, 2009 

$ 21,935,964 
21,495,577 

43,431,541 

$ 5 ,128,957 
2,912,112 
6,540,804 
3 ,581,491 
1,731,034 

251,895 
1 ,965 

244,887 
3,923Ji.Z6 

i 24,316,821 

$ (2,036,523) 
(369,096) 

(2,275,249) 
(612,061) 

(1 ,320,283) 
(192,654) 

(616) 
(179,128) 

__(3,559,955) 

~(10 545,525) 

~ 13,771,256 

$-5.1.,202,197 
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5. CAPITAL ASSETS (CONTINUED) 

Depreciation expense was charged to functions/ programs·of the Municipa lity as follows: 

Governmental activities: 

General government 
Public safety 
Public works 
Culture and recreation 
Health and welfare 
Community development 
Education 

Total depreciation expense-governmental activities 

Amount 

$ 254,124 
83,916 

492,268 
48,735 
15,086 

182,385 
2 227 

6. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

7. 

Accounts payable and accrued liabilities at June 30, 2009 are summarized as follows: 

Special Revenue Capital Projects Other 
General Fund - State & Fund - State & Governmental 

Description Fund LQcal Grants Local Grants Fund Total 

Accounts payable $ 433,902 $ 329,183 $ 278,776 $ - $ 1,041,861 

Accrued 9 ,!}40 9 440 
liabilities 

Total $ 443 342 $ 329,183 $ 278 976 $ . .U..051301 

MUNICIPAL SALES AND USE TAX 

On November 8, 2006, the Municipal Legislature approved the Ordinance No. 7, Series 
2006-2007, which imposes a Municipal Citizen's Contribution (sales and use tax) of 1.5%. 
The collection of said Contribution began on November 15, 2006. The Municipality 
collected approximately $1,367,000 during the year ended on June 30, 2009. 

8. DUE TO OTHER GOVERNMENTAL ENTITIES 

The amounts due to other governmental entities in the general fund include the following: 

Governmental Entity 
General Services Administration 
Retirement System Administration 
Treasury Department 
Puerto Rico Telephone 
Puerto Rico Aqueduct and Sewer Authority 
Total 

Amount 
$ 4,158 

84,385 
7 ,117 
4 ,071 
7 824 
~7..~5 
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9 . PROPERTY TAXES 

The personal property tax is self assessed by the taxpayer on a return which is to be filed 
by May 15 of each year with the CRIM, a governmental entity created by the government of 
Puerto Rico as part of the Municipal Governmental Autonomous Law of August 1991. Real 
property tax is assessed by the CRIM on each piece of real estate and on each building. 

The assessment is made as of January 1 of each year and is based on current values for 
personal property and on estimated values as of 1957 for real property tax. The tax on 
personal property must be paid in full together with the return by May 15. The tax on real 
property may be paid in two installments by July 1 and January 1. The CRIM is responsible 
for the billing and collections of real and personal property taxes on behalf of all the 
municipalities of Puerto Rico. Prior to the beginning of each fiscal year, the CRIM informs 
the Municipality of the estimated amount of property tax expected to be collect for the 
ensuing fiscal year. Throughout the year, the CRIM advances funds to the Municipality 
based on the initial estimated collections. The CRIM is required by law to prepare a 
settlement statement on a fiscal year basis, whereby a comparison is made between the 
amounts advanced to the Municipality and amounts actually collected from taxpayers. This 
settlement has to be completed on a preliminary basis not later than three months after 
fiscal year-end, and a final settlement made not later than six months after year-end. If the 
CRIM remits to the Municipality property tax advances, which are less than the tax actually 
collected, a receivable from the CRIM is recorded at June 30. However, if advances exceed 
the amount actually collected by the CRIM, a payable to the CRIM is recorded at June 30. 

On December 31, 1992, the Municipality entered into an agreement with the 
Commonwealth of Puerto Rico for the repayment of excess property tax advances. As of 
June 30, 2009, the related unpaid property tax advances presented in the statement of net 
assets amounted to approximately $ 2 ,293 and is payable as follows: 

Year Ending 
June 30. Amount 

2010 $ 921 
2011 921 
2012 451 

Total U .293 
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9. PROPERTY TAXES (CONTINUED} 

Residential real property occupied by its owner is exempt by law from the payment of 
property taxes on the first $ 15,000 of the assessed value. For such exempted amounts, 
the Puerto Rico Treasury Department assumes payment of the basic tax to the 
Municipa lities, except for property assessed at less than $ 3,500 for which no payment is 
made. As part of the Municipal Autonomous Law of 1991, the exempt amount to be paid 
by the Puerto Rico Treasury Department to the Municipalities was frozen as of January 1, 
1992. In addition, the law grants a tax exemption from the payment of personal property 
taxes of up to $ 50,000 of the assessed value to retailers having annual net sales of less 
than $ 150,000. 

The annual tax rate is 7.83% for real property and 5.83% for personal property of which 
1 .03% of both tax rates are for the redemption of public debt issued by the Commonwealth 
of Puerto Rico. The remaining percentage is distributed as follows: (a) 5.8% and 3.8%, 
respectively, represents the Municipality's basic property tax rate which is appropriated for 
basics and accounted for in the general fund. A portion of such amount is deposited in an 
equalization fund together with a percentage of the net revenues of the Puerto Rico 
electronic lottery and a subsidy from the Commonwealth of Puerto Rico. From such fund, a 
distribution is made to all municipalities; (b} 1.00% represents the ad valorem tax 
restricted for debt service and accounted for in the debt service fund. 

10. DEFERRED REVENUES 

A. Municipa l License Tax- The deferred revenues of approximately $648,400 in the 
general fund relates to municipal license tax collected in fiscal year 2008-09 that will 
be earned in fiscal year 2009-10. 

B. Federal Government- The deferred revenues presented in other governmental funds 
represents the portion of federal grants received for which qualifying expenditures have 
not been incurred. Deferred revenues from the federal government are $ 13,531. 
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YEAR ENDED JUNE 30, 2009 

11. LONG-TERM LIABILITIES 

Long-term liability activity for the year ended June 30, 2009, was as follows: 

Beginning Borrowings Payments or Ending Due Within 
Description Balance or Additions Deductions Balance One Year 

Bonds and Notes Payable $ 7,633,000 $ $ (294,000) $7,339,000 $ 385,000 

Compensated Absences 1,115,170 384,829 1,499,999 427,520 

Property Tax Debt- Law 42 700,161 (12,751) 687,410 13,552 

LIMS- Repayment Plan 37,611 (9,970) 27,641 10,573 

Due to other governmental 
entity - Law 146 75,204 (3,134) 72,070 3,134 

Advances Property Tax 33,884 33,884 33,884 

Property Tax Debt- Treasury ~.214 (921} 2,293 921 

Total ~ 9,56~.360 L~181;1,J U32Q 116) U,662,292 1.JH.4,~8~ 

1 . Legal debt margin- The Municipality is subject to a legal debt margin requirement, 
which is equal to 10% of the total assessment of property located within the 
Municipality plus balance of the ad valorem taxes in the debt service fund, for bonds 
payable to be repaid with the proceeds of property taxes restricted for debt service. In 
addition, before any new bonds are issued, the revenues of the debt service fund should 
be sufficient to cover the projected debt service requirement. Long-term debt, except 
for the bonds and notes payable (excluding notes payable to the Land Authority), is paid 
with unrestricted funds. 

2. Bonds and notes payable- The Municipality issues general and special obligation bonds 
and notes to provide funds for the acquisition and construct ion of major capital 
facilities. Bonds and notes payable outstanding at June 30, 2009 are as follows: 

Maturity Original Range of Balance at 
T~Qe of bonds Date Amount lnt~rest Ra~es June ~o. 2009 
1995 Series 7-1-16 400,000 6 .00 % to 8.00% $ 205,000 
1998 Series 1-1-15 275,000 4.50% 134,000 
2001 Series 7-1-24 56,000 4.50% 41,000 
2001 Series 7-1-25 38,000 4.50% 29,000 
2004 Series 7-1-10 785,000 5.00% to 6 .00% 260,000 
2007 Series 7-1-32 3,155,000 7.50% 3,105,000 
2008 Series 7-1-14 880,000 3.93% to 7.25% 880,000 
2008 Series 7·1-32 2 ,685,000 3.93% to 7.25% 2,68:;\,000 

Total general obligation bonds u .. n~.goo 
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11.LONG-TERM LIABILITIES (CONTINUED) 

These bonds are payable from the special ad valorem property tax of 1 .00% which is 
restricted for debt service and retained by the Government Development Bank for 
Puerto Rico for such purposes. 

Annual debt service requirements to maturity for bonds and notes payable are as 
follows: 

Year Ending 
June 30. 

2010 
2011 
2012 
2013 
2014 
2015-2019 
2020-2024 
2025-2029 
2030 -2035 

Total 

$ 

~ 

Principal 

385,000 
415,000 
296,000 
317,000 
344,000 

1,162,000 
1,197,000 
1,668,000 
1,555.000 

7.-339,QQ.Q 

Interest 

$ 511,317 
489,261 
463,966 
444,270 
419,941 

1 ,809,400 
1 ,421,767 

898,859 
209,324 

s 6 filili,10.5 

3. Property Tax Debt- This amount represent the balance owed to the CRIM at June 30, 
2009 as described in Note 9 , from property tax advances in excess of actual 
collections. 

4. Compensated absences- The government-wide statement of net assets includes 
approximately $1,499,000 of accrued sick leave and vacations benefits, representing 
the Municipality's commitment to fund such costs from future operations. 

5. Due to other governmental entity - This amount represents the balance owed to the 
Government Development Bank related to a loan to pay a debt to the CRIM from the 
accounts sold to a collection agency, as described in Note~ . 

6. Advance Property Tax. - This amount represent the property tax advances in excess of 
the amount actually collected by the CRIM during the fiscal year 2008-09. 

37 



12. PENSION PLAN 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 
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YEAR ENDED JUNE 30, 2009 

The Employee's Retirement System of the Commonwealth and its Instrumentalities (the 
Retirement System} is a cost-sharing multiple defined benefit pension plans sponsored by, 
and reported as a component unit of the Commonwealth of Puerto Rico. All regular 
employees of the Municipality under 55 years of age at the date of employment become 
members of the Retirement System as a condition to their employment. 

The Retirement System provides retirement, death and disability benefits pursuant to 
legislation enacted by the Commonwealth's legislature. Disability retirement benefits are 
available to members for occupational and non-occupational disabilities. Retirement 
benefits depend upon age at retirement and the number of years of creditable service. 
Benefits vest after ten years of plan participation. 

Members who have attained 55 years of age and have completed at least 25 years of 
creditable service or members who have attained 58 years of age and have completed ten 
years of creditable service are entitled to an annual benefit payable monthly for life. 

The amount of the annuity shall be one and one-half percent of the average compensation, 
as defined, multiplied by the number of years of creditable service up to twenty years, plus 
two percent of the average compensation, as defined, multiplied by the number of years of 
creditable service in excess of 20 years. In no case will the annuity be less than $200 per 
month. 

Participants who have completed at least 30 years of creditable service are entitled to 
receive the Merit Annuity. Participants who have not attained 55 years of age will receive 
65. percent of the average compensation, as defined; otherwise they will receive 75 
percent of 
the average compensation, as defined. No benefits are payable if the participant receives 
a refund of his/her accumulated contributions. 

Commonwealth legislation requires employees to contribute 5.775% for the first $550 of 
their monthly gross salary and 8.275% for the excess over $ 550 of monthly gross salary. 
The Municipality is required by the same statute to contribute 9.275% of the participant's 
gross salary. Total Municipality contributions during the year ended June 30, 2009 
amounted to approximately $368,000, this amount represented 100% of the required 
contribution. 

On September 24, 1999, an amendment to Act. No. 44 7 of May 15, 1951, which created 
the Retirement System, was enacted with the purpose of establishing a new pension 
program (System 2000). Employee's participation in the current system as of December 
31, 1999, may elect to stay in the defined benefit plan or transfer to the new program. 
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12. PENSION PLAN (CONTINUED) 

Persons joining the Municipality on or after January 1, 2000, will only 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 of pension assets, which will be invested by ERS 
together with those of the current defined benefit plan. The Commonwealth of Puerto Rico 
will not guarantee benefits at retirement age. The annuity will be based on a formula 
which assumes that each year the employee's contribution (with a minimum of 8 .275% to 
the employee's salary up to a maximum of 10%) will be invested in an account which will 
either: (1) earn a fixed rate based on the two-year Constant Maturity Treasury Note or, (2) 
earn a rate equal to 75% of the return of the ERS's investment portfolio (net of 
management fees), or (3) earn a combination of both alternatives. Participants will receive 
periodic account statements similar to those of defined contribution plans showing their 
accrued balances. Disability pensions will not be granted under System 2000. The 
employer's contribution (9.275% of the employee's salary) will be used to fund the current 
plan. 

Additional information on the Retirement System is provided in its financial statements for 
the year ended June 30, 2009, a copy of which can be obtained from the Retirement 
System, Minillas Station, PO Box 42004, San Juan, PR 00940. 

13.RISK MANAGEMENT 

The Property Department is responsible of assuring that the Municipality's property is 
properly insured. Annually, the Property Department Division compiles the information of 
all property owned and its respective market value. After evaluating this information, the 
Property Department Division submits the data regarding the Municipality's properties to 
the Area of Public Insurance Department at the Department of the Treasury of the 
Commonwealth of Puerto Rico who is responsible for purchasing all property and casualty 
insurance policies of all municipalities. Settled claims have not exceeded commercial 
coverage in any of the past three fiscal years. 
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14. COMMITMENTS AND CONTINGENCIES 

A. Federal Grants: 

The Municipality participates in a number of federal financial assistance programs funded 
by the Federal Government. Although the Municipality's grant programs have been audited 
in accordance with the provisions of the Single Audit Act of 1996, through June 30, 2009, 
these programs are still subject to financial and compliance audits by the granting 
agencies and the resolution of previously identified questioned costs. The amount, if any, 
of expenditures which may be disallowed by such audits cannot be determined at this 
time, although the Municipality management expects such amounts, if any, not to be 
material. 

B. Claims and lawsuits: 

The Municipality is a defendant in several legal proceedings that arise in the ordinary 
course of the Municipality's activities. Certain of these claims are covered by insurance. 
The administration believes that the ultimate liability, if any, would not be significant. As a 
result, the accompanying basic financial statements do not include adjustments, if any, 
that could result from the resolution of these legal proceedings. 

15. BEGINNING FUND BALANCES AND NET ASSETS RESTATEMENT 

The beginning fund balance for special revenue fund state and federal grants has been 
restated by $253,981 to properly present the previously reported fund balance at June 30, 
2008. The restatement is to eliminate the prior year Section 8 Voucher Program Deferred 
Revenues and to transfer this amount to Unrestricted Fund Balance. 

The beginning governmental activities net a s sets has bee n restated by $253,981 to 

properly present the previously reported net assets at June 30, 2008. The restatement is 
due to fund balances restatements described above. 

16. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS 

The GASB has issued the following statements that have effective dates after June 30, 
2009: 

a. GASB Statement No.51, Accounting and Financial Reporting for Intangible 
Assets. This statement requires that all intangible assets not specifically 
excluded by its scope provisions be classified as capital assets. This Statement 
is effective for periods beginning after June 15, 2009. 

b. GASB Statement No.53, Accounting and Financial Reporting for Derivative 
Instruments, which is effective tor periods beginning after June 15, 2009. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED) 

YEAR ENDED JUNE 30, 2009 

16. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED) 

c. GASB Statement No.54, Fund Balance Reporting and Governmental Fund Type 
Definitions, which is effective for periods beginning after June 15, 2010. 

d. GASB Concepts Statement No. 5, Service Efforts. and Accomplishments- an 
Amendment of GASB Concepts Statements No. 2. This Statement provides a 
framework to be used by the GASB in considering guidance for reporting SEA by 
state and local governmental entities and amends terminology and other 
information in GASB:CS-2. 

The impact of these statements on the Municipality's basic financial statements has not 
yet been determined. 

17. SUBSEQUENT EVENTS 

The American Recovery and Reinvestment Act of 2009, abbreviated ARRA, is an economic 
stimulus package endorsed by the President of the United States of Americ~ and approved 
by Congress. Its immediate goals include the creation of new jobs as well as save existing 
ones, preserve the economic activity, invest in long-term economic growth, and promote a 
high level of accountability and transparency in government spending. 

Puerto Rico is part of the American territories that will benefit from the stimulus package 
of ARRA, and will receive approximately $5,600 million in grants and is eligible to obtain 
additional funding through other competitive federal programs. 

As part of this plan, the Municipality of Naranjito will benefit from federal grants to improve 
its services to its constituents and from the economic activity generated within its territory 

due to projects funded by ARRA. 

On March 9, 2009, the Legislature of the Commonwealth of Puerto Rico approved Law No. 
9 known as "Ley del Plan de Estlmulo Econ6mico Criollo" which makes feasible the 
Investment on Infrastructure for the benefit of the municipalities of Puerto Rico. The 
objectives of the Plan are to: 1) provide an immediate stimulus to the economy through 
funding of infrastructure projects islandwide; and 2) speed-up priority infrastructure 
projects in all municipalities of Puerto Rico. 

The amount assigned to the Municipality of Naranjito amoun.ts to $848,485 for the first 
phase of the (PINI) Plan. In the first phase, the municipalities can use the funds for the 
following: 1) funding of essential infrastructure, and 2) those municipalities with deficit, 
that fall within the Governmental Development Bank (BGF) criteria for assigning those 
funds, can use those them to partially or fully liquidate existing debts with governmental 
agencies. The Municipality assigned the $848,485 for infrastructure projects. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 

YEAR ENDED JUNE 30 , 2009 

REVENUES: 

Property taxes 
Municipal license tax 
Municipal sales and use tax 
Licenses, permits and other local taxes 
Ct1arges for service 
Intergovernmental 
Rent of property 
Fines and forfeitures 
Interest 
Miscellaneous 

Total revenues 

Budget carryover (1 ) 

Total revenues after carryover 

EXPENDITURES, ENCUMBRANCES ANO OTHER 
FINANCING USES: 

Current: 
General government 
Public safety 
Public works 
Health and welfare 
Culture and recreation 
Operating transfer to other funds 

Total expenditures, encumbrances and other 
financing uses 

EXCESS (DEFICIENCY) OF REVENUES OVER (UNDER) 
EXPENDITURES, ENCUMBRANCES AND OTHER 
FINANCING SOURCES (USES) 

Explanation of D ifferences: 

Sources/inflows of resources: 

By~geted Amounts 
Original Final 

$ 1,681,076 $ 1,681,076 . 
1 ,002,000 1,026,920 

893,400 893,400 
280,000 280,000 

3,000 3,000 
6,294,272 6,615,471 

105,000 105,000 
4,000 4,000 

300,000 300,000 
49,000 49000 

1Q611 748 10,957,867 

1 744095 
10,§H.HS 12 701,962 

$ 5,573,086 $ 6,819,655 
563,874 568,474 

2,312,065 2,796,060 
1 ,794,697 1 ,921,897 

368,026 422,126 
173 750 

1Q 611.748 12,701,962 

Actual Amounts 
(Budgetary Basis) 

(See Note 1) 

$ 1 ,681 ,077 
1,076,337 

940,989 
322,671 

2,900 
7,045,477 

198,625 
2,064 

310,325 
52 351 

11,632 816 

1 744 095 
13 376 911 

$ 6,258,616 
496,429 

2,616,270 
1,755,618 

386,235 
173 750 

11286,918 

1, fill.9,.99 .3. 

Actual amounts (budgetary basis)"available for appropriation· from the budgetary comparison schedule 
Differences-budget to USGAAP: 

Budget carryover 

Total revenues as reported on the statement of revenues, expenditures, and changes in fund balances 

Uses/outflows of resources: 
Actual amounts (budgetary basis)"total charges to appropriat ions" from the budgetary comparison 
schedule 
Differences-budget to USGAAP: 
Operating transfer out to other funds 
Prior year encumbrances recorded as current year expenditures for USGAAP basis 
Current year encumbrances recorded as expenditures for budgetary purposes 

Total expenditures and other financial uses as reported on the statement of revenues, expenditures, and 
changes in fund balances 

(1) Represents fund balance carried over from prior year 

Variance with 
Final Budget 

Positive 
(Negative) 

$ 1 
49,417 
47,589 
42,671 

(100) 
430,006 

93,625 
(1,936) 
10,325 

3351 

674 942 

674,~4~ 

$ 561,039 
72,045 

179,790 
166,279 

35,891 

1015 044 

l,!28.9.~J 

$ 13,376,911 

(1,744 095) 

$ 11 fil.2..816 

$ 11,686,918 

194,982 
19,000 

(16 500) 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 

YEAR ENDED JUNE 30, 2009 

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

A. Budgetary Control 

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

The Municipality prepares its annual budget including the operations of the general 
fund. 

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e., 
purchase orders, contracts) are considered expenditures when incurred. For USGAAP 
reporting purposes, encumbrances outstanding at year-end are reported as 
reservations of fund balances and do not constitute expenditures or liabilities 
because the commitments will be honored during the subsequent year. 

The unencumbered balance of any appropriation at the end of the fiscal year will 
lapse at the end of such fiscal year. Other appropriations, mainly capital project 
appropriations, are continuing accounts for which the Municipal Legislature has 
authorized that an unspent balance from the prior year be carried forward and made 
available for current spending. 

The annual budget as presented in the Budgetary Comparison Schedule-General Fund 
is the budget ordinance at June 30, 2009 representing the original budget. There 
were no supplemental appropriations for the year ended June 30, 2009. 
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REPORT ON COMPLIANCE AND ON INTERNAL 
CONTROL OVER FINANCIAL REPORTING 

BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS 



§i{ }fl6erto Orti.z Ca6rera 
Cert{/ied Public A CL'1Ju11fm1f & Profe.n 'i11nal Co11.\'Ulfanl 

Member 1~/: The A111erirn11 /n~titute 1~l Cert(/ietf P11blh
Accmmtt111tJ (AJ('/'A) 

l'uerto Rico llounl of Certijied Public 
A ccou11ta11t.tt 

REPORT ON COMPLIANCE AND INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Honoranble Mayor and Members 
of The Municipal Assembly 
Municipality of Naranjito 
Naranjito, Puerto Rico 

We have audited the financial statements of the Municipality of Naranj ito as of and for the 
year ended June 30, 2009, and have issued our report thereon dated December 18, 2009. 
We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 

As part of obtaining reasonable assurance about whether the Municipality of Naranjito 
financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of 
financial statements amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an 
opinion. The results of our tests disclosed no instances of noncompliance that are to be 
reported under Government Auditing Standards. 

We noted other matters that we reported to management of the Municipality of Naranjito 
in a separate letter dated December 18, 2009. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Municipality of Naranjito internal 
control over financial reporting as a basis for designing our auditing procedures for the 
purpose of expressing our opinion on the financial statements and not to provide 
assurance on the internal control over financial reporting. Accordingly we do not express 
an opinion on the ef fectiveness of the Municipality of Naranjito's internal control over 
financial reporting. 



A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, 
to prevent or detect misstataments on a timely basis. A material weakness is a deficiency, 
or combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the Municipality of Naranjito's financial 
statements will not be prevent, or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all 
deficiencies, significant deficiencies or material weaknesses. We did not identify any 
deficiencie$ in internal control over financial reporting that we consider to be a material 
weaknesses, as defined above. 

This report, is intended for the information of the audit committee, the Municipality's 
management, the Department of Housing and Urban Development (Cognizant Agency), 
and federal awarding agencies and pass-through entities and not is intended to be and 
should not used by anyone other than these specified parties. 
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE 
TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER 
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-1.33 
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE 
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 

OVER COMPLIANCE IN A ACCORDANCE WITH OMB CIRCULAR A-133 

Honorable Major and Members 
of the Municipal Assembly 
Municipality of Naranjito 
Naranjito, Puerto Rico 

Compliance 

We have audited the compliance of Municipality of Naranjito with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that are applicable to each of its major federal programs tor 
the year ended June 30, 2009. The Municipality of Naranjito major federal programs are 
identified in the summary of auditor'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 of its major federal programs is the responsibility 
of the Municipality of Naranjito management. Our responsibility is to express an opinion 
on the Municipality of Naranjito compliance based on our audit. 

We conducted the audit of compliance in accordance with auditing standards generally 
accepted in the United States, the standards applicable to financial audits contained in 

Governmental Auditing Standards, issued by the Comptroller General of the United States; 
and OMB Circular A-133 Audits of States, Local Governments, and Non-Profit 
Organizations. Those Standards and OMB Circular A-133 require that we plan and perform 
the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on 
a major federal program occurred. An audit includes efamining, on a test basis, evidence 
about the Municipality of Naranjito necessary in the circumstances. We believe that our 
audit provides a reasonable basis for my opinion. Our audit does not include a legal 
determination of the Municipality of Naranjito compliance with those requirements. 

In our opinion, the Municipality of Naranjito complied, in all material respects, with the 
requirements referred to above that are applicable to each of its federal programs for the 
year ended June 30, 2009. 



• 

Internal Control Over Compliance 

The management of the Municipality of Naranjito is responsible for establishing and 
maintaining effective internal control over compliance with the requirements of laws, 
regulations, contracts, and grants applicable to federal programs. In planning and 
performing the audit, we considered the Municipality of Naranjito internal control over 
compliance with requirements that could have a direct and material effect on a major 
federal program in order to determine our auditing procedures for the purpose of 
expressing our opinion on compliance, but not for the purpose of expressing an opinion in 
the effectiveness of internal control over compliance. Accordingly we do not express an 
opinion on the effectiveness of the Municipality of Naranjito internal control over 
compliance. 

A control deficiency in an entity's internal control control over compliance exists when the 
design or operation of a control does not allow management or employees, in the normal 
course of performing their assigned functions, to prevent or detect noncompliance with a 
type of compliance requirement of a federal program in a timely basis. A material 
weakness is a deficiency,or combination of deficiencies, that adversely affects the entity's 
ability to administer a federal program such that there is more than a remote likelyhood 
that noncompliance with a type of compliance requirement of a federal program that is 
more than inconsequential will not be prevented or detected by the entitiy's internal 
control. 

Our consideration of internal control over compliance was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify a ll 
deficiencies in internal control that might be deficiencies, significant deficiencies 
ormaterial weaknesses. We did not identify any deficiencies in internal control over 
compliance that we consider to be a material weaknesses, as defined above. 

This report is intended for the information of the audit committee, the Municipality's 
rhanagement, the Department of Housing and Urban Development (Cognizant Agency), 
and federal awarding agencies and pass-through entities. However, this report is not 
intended to be and should not used by anyone other than these specified parties. 
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MUNICIPALITY OF NARANJITO 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE YEAR ENDED JUNE 30, 2009 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

YEAR ENDED JUNE 30, 2009 

Federal Grantor/ Pass-through 
Grantor/ Program or Cluster Title 

U.S. DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT 

Direct Program: 

Section 8 Housing Choice Voucher 

Direct Program: 

Supportive Housing Program 

Pass-through the Commonwealth of Puerto Rico 
Municipality of San Juan: 

Community Development Block Grants - State's 
Program 

Total U.S. Department of Housing and Urban 
Development: 

U.S. DEPARTMENT OF TRANSPORTATION: 

Pass-through the Commonwealth of Puerto Rico -
Transit Safety Commission: 

Incentive Grants 

Total U.S. Department of Transportation 

U.S. DEPARTMENT OF HOMELAND SECURITY 
Homeland Security Grant Program 

Total U.S. Department of Home and Security 

U.S. DEPARTMENT OF HEALTH AND HUMAN 
SERVICES: 

Pass-through the Commonwealth of Puerto Rico
Family Department: 
Child Care and Development Block Grant 

Total U.S. Department of Health and Human 
Services 

TOTAL EXPENDITURES OF FEDERAL AWARDS 

Federal 
CFDA 

Number 

14.871 

14.235 

14.228 

20.600 

97.067 

93.575 

Expenditures 

$ 729,741 

57,027 

1 ,588,361 

2,375,129 

98,856 

98,856 

119,908 

119,908 

219,541 

219,541 

$2,813,434 

The accompanying notes are an integral part of this schedule. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

YEAR ENDED JUNE 30, 2009 

1 . BASIS OF PRESENTATION: 

The accompanying Schedule of Expenditures of Federal Awards includes the federal 
grant activity of the Municipality of Naranjito and is presented on the modified accrual 
basis of accounting. The basis of accounting is the same used to prepare the fund 
financial statements. The information in this Schedule is presented in accordance with 
the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non
Profit Organizations. 

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS: 

Amounts reported in the accompanying Schedule are included in the Special Revenue 
Fund in the Municipality's fund f inancial statements. The reconciliation between the 
expenditures in the fund financial statements and the disbursements in the Schedule 
of Expenditures of Federal Awards is as follows: 

Description 
Per Schedule of Expenditures of 
Federal Awards 

Non - federal programs Expenditures 

Total expenditures in the fund 
financia l statements 

Special 
Revenue 

Funds 

$2,845,232 

1,171,369 

$4,016,601 

Total 

$2,845,232 

1,171,369 

$4,016,601 
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MUNICIPALITY OF NARANJITO 
SCHEDULE OF PRIOR YEARS FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2009 

SECTION I- SUMMARY OF AUDITOR'S RESULTS 
Financial Statements 

Type of auditor's report issued: 

Internal Control over financial reporting: 
)> Material weakness (es) identified? 
)> Reportable condition(s) identified that are not 

considered to be material weakness? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal Control over major programs: 
)> Material weakness (es) identified? 
)> Reportable condition(s) identified that are not 

considered to be material weakness? 

Unqualified 

__ Yes _X_ No 

_X_Yes _ _ No 

__ Yes _X_ No 

__ Yes X No 

__ Yes _ X_No 

Type of auditor's report issued on compliance for major programs: unqualified. 

Any audit findings disclosed that are required to be reported 
in accordance with section 510 (a) of Circular A-133? __ Yes _ X_ 
No 

Identification of major programs: 

CFDA Numbers 
14.219 
14.856 
93.575 

Name of Federal Program of Cluster 
SBGP 
Section 8 
Child Care 

Dollar threshold used to distinguished between type A and the type B programs: $300,000 

Auditee qualified as low risk auditee? X Yes __ No 



.. 
COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF NARANJITO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 

SECTION 11 - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 

Our audit of revealed that the Municipality of Naranjito during this year established and 
maintained an effective system of internal control over compliance with requirements of 
law, regulations, contracts and grants applicable to federal programs. No control 
deficiencies nor material weaknesses were detected as a result of the test performed 
during the audit. 



MUNICIPALITY OF NARANJITO 
SCHEDULE OF PRIOR YEARS FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF NARANJITO 
SCHEDULE OF PRIOR YEARS FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2009 

PROGRAM 

2008 Audit 

CFDA #14.219 

CFDA # 14.871 

Accounting records 

FINDING/ NONE COMPLIANCE 

01-08 
Canceled were not available for inspection. 
Vouchers not signed by theFinance Directors. 
Vouchers requests not signed by the 
responsible employee. 
No receiving reports available. 

02-08 
Cancelled cheks not available for inspection. 
Voucher requests not signed. 
One participant did nit signed the release 
Fo~rh. 
One participant did not sgned the contract. 
Tenant properties that did not pass the 
Inspection. 

01-03 

STATUS 

These conditions 
Were not detected 
this year. 

These conditions 
were not detected 
this year 

And reports Unreconciled differences between manual and Condition cortetietl. 
Computerized records. 

~o adecuate system has been established to 
Account for capitalizable costs. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF NARANJITO 

ACTION PLAN 
FOR THE YEAR ENDED JUNE 30, 2009 

No Action Plan is not submitted because no findings were reported. 


