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MANAGEMENI,S AND D'SCUSSION ANATYSIS

YEAR ENDEDJUNE 30, 2O1O
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COMIII.O]IWEALTP OF PUERTO R/CO
MUN'CJPAtITY OF NARANJIIO

I!,ANAGEMENT,S AND DISCUSS'ON ANALYSIS - (COIfIINUEO)

YEAR ENDEDJUNE 30, 2O1O

FINANCIAL HIGHLIGHTS (CONTINUEDi

5. ln the furld financial statomF
rr,sss,szs io;_i1iiffii::i::.:Tj::llmer ar.actjvities revenue crec.ease
l,eac,aos ioj6vo. 

"'' "rr u Eovernrerlal activilies elperdlures decrease

6. Ihe Gei]eral Fund (he oridla
rosnu,ce trasisla;;;',#lj:rili;i;'3s rund) re'recte'r, on a cu{rent financiar

t. 
fl,j1J,Jl8:,"r, ba.ris, acruat reveiues exceeded actlat expenditures by

FUNOAIVENIALS OF FINANCIAL STATEMENTS PRESENTAT}ON

The approach used in the presentati.

;tuT,',",:*i;i:Tjx.# r,il?:* {:li.}'l#ti::'""T:HJ; l}:gtHH t}
po'speclrves provJde the user-thF 'rJE uorlrrrlnalorl ol rhes,e rwo
concerning th! ""ri*i'ir llii f;e.oD?ortunitv 

to address scnificant ouestions
( urrtraraDre anotFts of rr,rr" *r-n1.1'*]115meots- and prov,Ie tne Loli* ro, u

H:lrufl,{"::s ffi ,;;];;:,i;:;L#1;Ii,1iii, 
"li i,il#ilil :n,";1*i:,s":

h:rjk$,g*:mxltmll.litl{ix."__"Jil",#1iJ,.,;i#:
regaroress of vvrcn ca.' i" ,""uiuoo oii3tl 

revenues and erpsns"" ,r". 
".*rnt"d 

,o,

FINANCIAL STATEIV'ENTS COMPONENT5

The basic financial stalemcltts consist
Ure na,or ,unc,s filancia $atement.s atl,thc 

goverrrnent wide Flnancial staterlents,
provide delails, disciorl,r";;;;;:*;;;:: rt'e.notes to the frnancial state'Trents w'rrch
sratcmenls. on ol lhe ntost jmportant itents includc; h said

The State|ter)t of NCt Assets reflecls irconsorEated basis and pravides ,utorli:'I:tion 
oJ the Municioalitv as a whotc of a

;",ff .T::"i:ll"*",T;$"i"""Iff :#:i:"..:",'i:i"i{litJ:? 
jx"J::*$xxk:

reDone. as rler essar< , " ..,.-^-lj,]1.:l with the dirference between both ite,ns
governmerar pror." .riit;"s ;J;t;;i": 'i nore Inat although municipaliies as
rr.,rnowo,r! tno re,,,rn;;;';;;;";;;;l#":::.:;:l;',""|"ffi,.""1i:"::;,i::li,#:;i
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COMMONWEALTH OF PUERIO RICO
MUNtotpAL,Ty OF NARANJTIO

MANAGEMENT'S AND DISCUSSION ANAIYSIS - (CONTINUEO)

YEAR ENDED JUNE3O, 2O1O

FINANCIAL STATEMENTS COMPON€NTS (CONTINUED)

oDerations. Ihe higher the itcreml
capacrty to irc/ease rhe n", 

"""u*"olt.-:"hi:Ied 
in r)el revenues, the highe' the

rrrterna;ry gene,areo ;;.;;:. -ift, Igure eilher trru additiona borowinqs or rhru
corrstjtuents. in tlirn will henefit the welfare o, NarEniito

fhe S{atcment of Actjvjties i5 focuscd on bo t 
.g.oss ano net cost of toe varous

fl'TilX;:,ii{':I*::1,:":i,l'Jf::l'" 1ror13rio1 *ni"n 
"r,o.,s-ir'e 

Jiune"" in tn"
accr'rar basis 

"f 
;;;;;,; :;"";';t] l::*t fiscar vear' Ba5eo oo rhe uL of rhc

occurs, rcg.rrdlc,ss 
"f ,t," ir;"I'ii'i"tc 

reported as soon as the ulde4ying evetf
reverr.,e. airrr "rpenle;":";;;;; i:'.t" J"]:lgo cash flows U'rder said appresl-'1r.
trratir wirr resurt i- ca-Jh";io*:ffiii"|:::;l?iil;"J#*"":"r". rased on rne theory

1,,':H'flJi:fl"1i:.'::i,T::o,""t,L'r:yties or the vunic;parilv at rune 30, 2o10,

:r'::*iii:i';;iil;:[,lh:::n:.til] :""il: 31,:xi:lj::i":?f" ?,'"".,fl il;
fotowirrg soirces: sizoi,'ii 

"nlli"'l""tt 
that $7'492'420 was de'iveo {rorn the

a.no conir.uutronl: ;; bfi ,;,jjfi ";:;"::]fi:, J,l;ii1?lr.lf il,itiJ:: :lfl i**lrom olher sources. General revenLres
srcrr rrgure is aodoo to-il;;; r;;r,;;" h',::J.:illIilffil ;tl l3;ili;i."1",y#I o. 

_ 
re- f:na lcjng of activi!.cs a moun ted. ro_ $t 9.G9s,s zo. 

-inu* 
,"_."n'.o.r"or. o,rcvenuos over elperses irt the amoun.

or ner aasets drtd;;(i;i il;., llffi:t,il":e404 
886 wh'cn contrib-red 1., iho t'sure

IH.t"iJ,'"i:?ilH[:"f ff#,,: T1tl"l-imponanr 
component or rhe Municiparity,s

maintain accoirniatri,, 
""J.""iL[ 51"^:?i9 :1 rerated arcour)ts thal 619 ,3"6 ,n

have bcen segregatll',;; il il;1,T"""""*Jil,,ffi :l#in:t;: T[i"J:ili!,#1:used to demonstratc com0liance with rokleo legal requiremonls. lnformarion ofleredtr'lr(l this State"ncnt is limited to the \4unjcipalitv most significanl funds and tspa,tic_utarty .etated to the .o(EJ gove,nment o,rty, insreao of tne!ov#n ui,i oi-u *n0,".Uovenment funos are used to acco nt.lor_essenLjatly Ine Satne functrons aS loscreported as govetnmenlal activitles. 
-Fhe 

f*0, ar",oponJJ i",rg.."r.'i"ir*r,nrer'rod lnown as modified acc-ual dccoLnti,lg whrcts rneilsures cash ano all othcrrtnancial assets that can be re,td,ly conveneo inlo cash.

Th_e-{und slat€me.t approach givcs the user a shoft lerm vrew of the Municiparity,sSovcrnrnent operations and the basic 
_services n p,orijc". ir.." iila"iijl" ,golernment funds is narrowcr thao thrt

nnrp" tn",i"i,i-itri";;ffi trffi?ffi:.";i#;l:::ffi:1 ;,'ff E:H**,Hru;,X,i[:



COMMONWEALTH OF PUERTO RICO
MUNICIPALIIY OF NARANJITO

MANAGEMENT'S AND DISCUS5ION ANALYSIS - (CONIINUED)

YEAR ENDED JUNE30. 2O1O

FtNANC|AL STATE|T4ENTS COMpoNENTS (CONT|NU€O)

reporl. By do'ng sO, rcadels of fhc h:l6ic r,nancia, stafenmnts .nay urdet*ancJ oeuerthp lorg-term effect o. the Municipatity,s strort.t"rm finur";af ,j-""i";;; ""'*"
The_fund stateDtent approach gives the rrser a short lern view of the lvlunicipality,sgovernment operations and the baslc 

_servtces it provides, Si*. iii" fo"us ofgovcrnment funds is narower ttran that or tr.e tna,r"lai.Liiiini"'u"J" 'riu", 
n u,"oh_e_tps. the user wth cornparaote i,)forma{io.r o,"r".A ;i;;;;;;r#"tallo*.,,0"report. Bydoifgso, readers of the heslc,tnanclat statemeirti in"v r"d"ri"i o"tt",tho toog"term effect ofrhe Iuunicipality,s shortterm fina noja I r]eci"i;.;: 

'-,-...,,'

INFRASTRUCTURE ASSETS

Hi$toica/ly, a governtrlents larpest qrouo ol assets 0nr?structure.roacts, brioges,underground. prpes Iuntess assoclarco-with a ,,tir,tvt, 
"tcli 

t a*'i"i u".i1"""ooi"o no,der,.eciated in.Elove'nrrenr rinanciar staremen.. ias-B:;;q'":;;Ii;i'J/',Jr"i 
".*"be villued and tepoded within the Gist",","nt". eojoiiffi il?ffi ;HtT[:i':Itr'.T:#:Jl; ::1,::[iJ:rj::assots over their estimated usefut tife o, (b) devetop a 

"y"t". oii"""i ,uiul"r.ntdesisned to .mainrain rhe service dclrvery ;";;i 
", 

;';;; ;;p"jtriil'", ,, ,nugovernment develops the asset ntana[
leriodicary {"r ,;a;;;;;; ih;'ff:;T::1"'S,fi.!'i:,,[:':'lTr"Jfl",,'.:ij,XJ,ii
mainrenance of localty estabtished rs;erj.or se;ice star;;,'i;;;;;""r;;;. *"yrecord its cost oF maintenance in tjeu oI dopreciatj;.. ft 

"-i"i"i,,i"'ti* 
'" lir, an"condition and maintenance of cond tion ot tfre jovemmcnt"i;il;;;;i#:.""..

shorrld assisl frnancjat statemcnt r:sers in evatuaiing 
" i"l"r 

g""";;";i"ro n"perronlance overtime.

The ltluni.ipotity cornrrenued lhe reponing of in.rastructure assets since.Ju, 1, 2OO3.Also, lhe Munlclpal.ty olectc(, to deorectafe lotrasbucture ovea Ine assets u$elut lifeinstead of usjng the inodifieci aDproach.

FI NANCIAL ANALYSIS OF THE M U NICIPAL ITY AS A WI.IOIE

Net Assets

As noted ear/ter, net assets may serye over time as a useful indicator of agovernment's financial position. The Nluniclpality,s comnl,,ecl nei 
""""t 

-flrl"" 
of

!s-1e!s ovlr trabrtrrics) torated $6f,422,s94 a-t rtrn 
"no "f 

i6io,'*,i*io t"$59,017,698 at the end of the pre;ious year- Such rncrease in tho totat asoe.s igmalnly due to the uaprlallzauon oF irfrastructure asset" unrf 
"orr"tructioi-il iio'Cro"".
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COMMONWTALTH OF PUERTO RICO
VIUNICIPALITY Or NARANJITO

MANAGEII4ENT'S ANO DtSCusstoN ANALysts _ (coNINUED)

YEAR ENDED JUNE 3O,2O1O

FINANCTAL ANArysts oF IHE tvruNlctpAUTyAs A wHOLE (CONT'NUEoI
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COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF NARANJITO

MANAGE[lENlS AND DTSCUSSTON ANALYS|S _ (CONTTNUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL ANALYSIS OF THE MUNICIPALIW AS A WHOLE (CONTINUED)

Chaoges in Net AsEets

The M-nicioat,ty's nel assets increased by $2,404.gA6. Approximatoly 26 psrqs.l ,1lle N4un;"*a'nr'a total revenue cafl.e lrotr taics. whjle 71 Oercsnt resJlted lro.Jrg::I 1l]1 conrributions. inctuding federat aid. ih;rges r", ?.i".,'i"t r"., 
""0rnvestment eafnings, and miscellaneous caiegories, p.ria"O Op"r"unt oiiin tofaf'evenues. The Munlcipetily,s expersos cover a range oi services. I;; Lrg";;;p:r"",

::"- -f""].,.9"1*1t 
government. prbtlc works, aod heatth 6nd wetfa,e services. Acomp€rallve analysis oJ Eovernment-wide data wjth prior yea r is pre";;il n;;;;*,

condoased glit.Benr ol Allirti.! 2O!O

0pc6rtE gEn0s ind cd'vilrnid$
Cao Iai !,&r. a nd ontributions

lvUnicip.J $tos d{r use l-3r

Cra.(3 srd cqtitution\ ror r{r$icred to
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tqt.stonk,.!tomdoln

f,let a5&t5, bclinnj.g otre.,
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t4s,G€a)
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{2,s1rt,09o,

t3,414,$69) (59f(

_ _!9r.1!9! :rr*

a 2,604,sa6

s 254,.51
439A,232

a$3,254

,,366,779

7.2o4tAO

310,325

{53)k

t3!)x

,16,065

_10r!9i..:IL
109,1?O

ta*

2*

t7rts

I30rn

t4t9(,

(15 r,x
(15qn
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84lt

(290fi
1ll!6

6,166,'114 6.rr;2.3!tr
922,OAO 359,46C
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COMMONWEALTH OF PUERTO R'C!
MUNICIPALITY OF NARANJ'TO

MANAGEMENT'S AND DTSCUSSTON ANAt-ysts _ (coNTtNUED)

YEAR ENDED JUNE 30, 2O1O

13%

FINANCIAL AMLYSIS OFTHE MUNICIPALIIYAS A WHOLE (CONTINUED)

Revenues 2010
IChir!6for servlcet

I Operatins g.a|rts and .Ontrjbvtio n i
t Crlitat gr.nts a n d cont ributio,ls

I Municipal 5a 

'es 
aod use tax

rMunicipa lic€niet t

a crenlt and conldbutionsnot
re9t I icred to rpecif.c pros.ams

! lrtereet and hvestmeo I .|aminrj

Expenses 2010
s Carrcral lovarom€nt

i Publicsalety

E Cul!{.e and recaeatioD

I He.hh .nd w€lfrre

a Com m uairy devclopmant

E UrModevelopmenr

tl lnreren on bng-tcrm dcbr
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COITIMONWEALTH OF PUERTO RICO
I!'IJNICIPALITY OF NARANIITO

]IIANAGEMENT'S AND DtscusstoN A ALySIS _ (coNTtNUED)

YEAR ENDED ]UNE 30, 2O1O

FINANCIAT ANALYS{S OF THE MUNICIPATIIY'S INDIVIDUAL FUNDS

As noted earlier, the Ldunicioalitv lses fund accounti.lg to eDsure and demonstatecol)lpliance wrtlr finance relatod legat .equlrements.

Government6l Funds

Tie focus of the Munrcipality's governrne_ntat funds is to ptov;do informattofi on ||ear.Ierm tntlows. otjtflows, and balaoces
uscrlI ir assessilg r;;[4;;;#t;:Jii-11 sper]dahle resourco€ such inronrration is

ly"g l,t'i*" .,; ;;; ;;';,,'..,lli",ll,i,3#lli"I"J"f;liffiitT:,,1;:::ffi1
avaitabls forsoending at lhe enct or lhc rlscalyear

As of the end of the cLflent fiscal vear the Munrcrpality,s Eove.n.rentat funds reponedcombined endi,g FJnd batarcs 
", srs.rsz,s66 Z,i i,"i""". i.iillllr]s,,.r" ,"comparlson with the prjor vear. IhcrF. ore resFr!.dtions ol funO Uatance 

-amoi'nt;ng 
to$72 612,025. This rs the fun,t brtance.lrat it i, not ura.tuUti iol ,i"* ip"nOi,,g

li:i:T.ill::.ii:.lrl 1..": -L,Il.d r) torrquioare'coii,lciJ'""ir,,lli'"#o.o.o

"*Jot,i,""li',?lEltllJi;]i,il',,'l,"i,iiil'."JJ;:,1:iXit?:i.i*,r,_?/5,e26). 
4) ror

Wknn.the- governmentar fulds, it is inctuded tne generat fLnd which is e ct efopcratingfuno of the l\4uriclpalrty. as or JLne 30. 2010, rhe g_.nerat fund has a fundbalance of $598,621.

GENERAL FUND BUDGETARY HIGHLIGHTS

Ovcr,lhe, course of the year, thc IMuorcipality.Co,rncif revisod Ihe Mu.icipahty,s budgetIn order to includc carfyover resulted from pltor )ear operatiorLq that positively affercteotl'e Munrc'patity's Irnancos. l.rc,easos in ouogereo exoerroiiuie"*"iJ 
"ir" ,r"0"..,*"the law |,l,)3n64". o 6alanced budget.

Thc actual Gcnerdl Fund budsehrv :ctivities resulted in a favorable balance of$ 1,129,040, mainly ro unexpeaid va'riance, i, ,ev"nrres anrJ exp;;;il;" 
*'"
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF NARANJITO

MANAGEMEN]-S AND DISCUSSION ANALYSIS - (CONT'NUED)

YEAR ENDEDJUNE 30,2O1O

CAPITAL ASSETS AND DEBT ADM'NISTRATION

Capitel Assels

The Muniopality's iovesttnent in capital assets as of lune 30, 2010, amounLs tq
$74,703,130, with an accumutared depreciation of $(11,620,7O0), teaving a net book
value of $43,O82,4.i0. Tfris investment in capitat assels inctuJes kn;, buitdings,
improvemcnts, equipment infrastructure and construction jn progress. lnfrastructure
assets are items that are normally hnrnot/able .nd of value only to the State, such as
roads, brjdges, streets and sidewalks, drainage sFtoms. lightitlg systems, and simjlar
items.

The total insease in tho Municipality.s investflrenl jn oapital assets for the currenr
liscal year was $5,879,633 in lerms of net book value. Depreciation charges for the
yeartotaleo $ 1,o91,594,

The l\4uniclpality flnan(Es a signiflcont portion of its construction activities through
bond issuances. Tlte procecds from bond issuaoces designated for construotion
astivities a.e conmitted in its entirety for such pur!)oses and cannot be used for any
other purposes" As oflune 30, 2010 the l\4unicipatity has 98,879,926 oi unexpended
procceds from bond issuances that arc committed to ,uture construction activities.

Debt Administration

The.Pucrto Rico Logislat re has established a limitation for the issuance of general
oblig€tion municDal bonds and notes for the payment of which tle Eood iaith. credit
and taxing power ol each municjpalily may be ptedged.

The applicable law ajso requires thal n order for a N4unicipality to be able to issue
additional general obligatlon bonds and noles such l\4unicipality must have sufficient
"paynrent capacity", Act No. 64 provides that a Municipality has sufflcient ,,payment

capacity" to incur additiotral general oblGation debt ff the deposits in such
municjpality s Redemptlon Fund and tho annual amounts Collested with respect to
such Munjcipality's Specjal Additionat Tax (as defined beto!e), as projected by cDB, will
be sufficient to seNice to rnatu/ily the Munioipatitys outstanding genciel obtigation
debt and the additiotral propos(ld general obligation debt ("payfient Capacity,,),

The Municipality is required under applicable law to tely the Speciat Additionat Tax jn
such amounls as shall be required for the payment of lts general obljgation muntcipat
bonds and notes. ln addition, principal oI and interesl on al general obligation
alunicipal bonds and notes and oq all municipal notes issued in anticioation of the
issuance of general obJigation honds issucd by the Municipality constitute a firsl llen

!L



COMMONWEALTH OF PUERTO RICO
MUNICIPALTIY OF NARANJIIO

MANAGEMENT'S AND DISCUSSION ANALYSIS - (CONT'NUED)

YEAR ENDED JIJNE 30, 2O1O

CAPITAL ASSETS ANO DEBT ADMINISTRANON (CONTINUED)

on the l"tunicipalitfs Basjc Tax rever]Lres. Accordlngly, the Municipality,s Basic Tax
revenues would be available to make debt servjce paylltents on gen;l obtJgalion
municipat bonds and notes 10 tho extent that the Specit AdditionaiTa; t;vied by the
Municip€lity, togethcr with moneys or doDosir in th; Muntcipufity;" iod".pri* frnO,are not sufficient to cover such debt -servico. lt hes never boen nn""iiiry t aopryBasic laxes to pay dcbt seryrce or gel)eral ootigation debt of the Mr"ictpafiryl

The [4unicipalily relies primarily on propefty and municipal taxes as weilas federat atrd
state €rants b carry out the governmenlal activrtiis. Historicalty, property ana
municipal taxes have bcen \,ery predictabte with incrcases of rpO,oiiniai" V fiu.percent. Federal and Skte grant revenues may very if new grants ar" aVaitattte l,,]t tfre
revenue also is very predictable. Those factors ,er" consid"red when preparing ttre
Nihrnicipality's budget for the fiscat year 201G.2011.

ECONOMIC FACTORS AND NEXTYEAR'S BUDGETS AND RATES

The Muoicipa,tty relies primari,y on property and mlnicipal taxes as Well as federalgrants to carry out the governmental activities. llistoricaljy, propeny and municjpal
taxes havc been vefy predictable wlth increases of approximately t;ve percent, Federalgrant ,evenues rnay very il new grants are availablc but the revenue also is very
predictable.

Thts,etactors werc considered when preparing the lMulricjpality,s budget for the 2010_
2Ol1 fisLE I years.

FINANCIAL CONTACI

The Municipality's financial statements are designed to present user.s (citizeas,
taxpayer, cusiomers, investors and Creditors) with a general overview of the
Municipalily's finances and to demonstrate the Municip;lity s finances and to
.,emonstrate the Municipality's accotrntability. lt you have questions about the report
or need additional linatrcial ]nformation, contact Ure Municipality,s Chie{ Finaociat
Officer at PO Box 53 Naraniito, pR 00719OOS3.

12



Commonwealth of Puerto Rico
lvlunicipality of Naranjilo
statement of Net Ass€ts

June 30, 2010

A99ets
Cash and cath cquiralcnts
C.rsh wit! tiscal lgant
acc{}lmlq /Lroivahl*

Iv{flicipal lic€nse tax
lnterg,pvornrnental

Fclleralt,anl

t and, irnprovements, and coftrl(djon in progle_ss

Othea capilal as€et5, net ot dap€ciath I
To{al capjtal lssels

Iotalnsscts

Llabilities
AccourIs payablc and accrued liabitities
Du o to othc r governmenb I enrjl cs

l!,luuicjpa/ liCense tax
r_ederal Erarlt revenue$

Noncunent liabitities:
rruc r'rlhid m€ ),ea.
Due in more lrlan oneyear

Totalliabititbs

Net Assets
kwcsted ir capital ,ssels, net of relrted deDt
R€strictcd tor:

Cnpitel 
'rojecli

Fedcraland slate Brant Iulrds
Unrestrcled (dafic0

Govornmentnl
Actiyitles

s 4,964,as2
4,761,524

469
710.247
649,852

44,372.839
18,709,5S1

--C558a.+sd

78.a69,37 4

1,049,56r
237,24O

@3,242
10,285

66tt,923
14 185,519

16,746,790

50.733,430

8,875,926
1,767,a45
7,950,204
11,904,821)

6 6a,42_2,5a4

'l'lre no(es to tha tinanciai stalements arc arr integral06rt otthis i(utotnent.
13



commonvealth of PLredo Rt40

Murtc;paliry ot lisr.nllto
srarenEnt of actieili06

rorfig Yer. Endod lune 30,20!o

_ PEE!!] H.MU*
O,.r:ing

chdrBe'rd GhtusiM
trp66 5@.6

Net lElp,@) Rn-u. rod

l3,2XO,7fll
1600.(135)

15,3O4,251)

BA2,Orro)

296,620
(r34,544)

(34,1311

{61425)

roldr ,toY.mfti lnl dillac

S 6,166.117. $
922,tl.to

22Ae,L75
!57.2@

$ 2,9i13,093
319,969

a50,Jra,
(485.195

333.610

r,o50,143

2,640

11s 299
234,54a

3'4,131

242,149

J 17 2:1(),690 $ 120.015 t 6,3r?202 5 1.05O,1U3

1242 749)

t (9,7ta,2?ol

tudicilalsc*. d ur. $x
C@lrs ud enk auridB.d efded ro .r6ia@ nru,*E
tE'.t dn{ r*M.rx .amlner

7,516.4J t

12.20:t.156

59,017,09A

Itn nor6 to rlle fi.E ncial sr.lemcnls ar6 an inteerstpdn or lrisrtalorpnr. 74



Common!,/onlth of Puerto Rlco

MlJnlclpnlity of Narrnjilo
Balarce Sheet

GovernmentalFunds
.June 30, 2O1o

otller Iotar
GovcnrfrctrH Govommental

fundt FutrdE

tbbnit6 ard Fulrd Balatceg

ou. rd .oq *aur.$nd.le:

rl.:eftd,.oo od urrh..und.:

s 4,93.,352

I 3,37.133S

s 3636 a 11.,243

!6 
',06

s q071903 s !.16l.3.!

t 32,D00 F

_______lf!gr -...-----].:1!lE!r]-

---------lg!!L
3.25i:2rL

t 2216.44r :__rril:!11 -L:t!:1!:-

3,0750?a lal ,s45 13.!2.$16

Tho noes Lo the ti1an.iEl .,ant.dc.lg rre a. inegraloa?t oroE glale'n€nt

15



Co.nm.nwcatrh o, hlG.to Rlco
mu nl.ipattty of Nad triiro

Staronrent.i RelonuEs, EreenditlEs .nd Ch. n&i nrF nd Batan.cr
cov. rnn)c fi6i Funds

For rhe YoarEDdodJuno 30 2O1O

. 242.a9

ilt'nrcipultt Lc. /d $o rit

oa|DDun[,d!9d,0ingjl

r6t!r.r0.'niu6

863 ((tcliDiii4/1oa @ci s.i orlr

ott.r linanchd 16urces tuse5)

rdd ir'd rd.'Eir€3",6 rBerl

Ner sE.!.. h lu.rr rrlh nct

40.269

3 11,o23.1!a s $,}s3..df, l____.1!ll!4_ $ 1rno374 i 1e.5r2,236

2L),ta9 2t 196_a3a

(4,36r.290) !5A,C?!, {3,3S,t.ts021

47-b14l*.*9a) !o.rrc,

$.425 t1r,tr7l

3 sr!,621 3 r.sDd
r,om tr6

The mio6 to the linancislstalefirents arc an intsg€t part orth I slatement, 16



Co mm onv€alth of Pu.rto Frco
Mqiciprl,ty ol ua.a njito

iecoDclllaliotr ol thE BslEnco she.t . ooler'nienls I Funrts
lo I E sralenrcnl ot NeiasBer6

for tho Yerr En d. d I ur e 30 2010

ToGl fund E.la&Fs - G@r.matat Funds

Ann'!.ls rlponed for GovFamfJrEt 
^cu?ri6 

irr fle Silr.ddn r, i\,sl Asals

Cadtll Allcls xred in G.emmenlir rcuehie! u,c noa frtoMiat .c.ou rs nlx, 6achro,
rE nol rr 0oned nr r x€ l! nds. h lhe curml p6icd, flresr eou.r. arp;

.n ocr.ccbue crpi ra l^#ts
ocprc.i.bte Coan r/lssas
,qucurulaiod o.pr€iorfl r'

Tolel (5pld Ax.t!

some I'dbirit.r i lE nor due and par.r,te in irt .L rcir p.@ ad hqo{or., .E n.i
.eDoned in tE lutrds. nr@e [:arrrtl€. co.srsr .f:

GHred a0 irc and trotc Payibtc

t n4,372.A39
30,33!.291

111,6-?0. /001

13,192.sro

613.B5S

1372
64,93',

o0,212

Tairr Lor{rT.rn Li"bih j.s

Tol.l Ner a.scrs of GlEhd€nla ta.tiliti.s

._ t14,$5.::111

$ 61,42r,'Da4

rho nor6s ro lle liEn.rara;r6@ls are an ntolralpad ol rhi6darenenl 17



Commonwealth ot Puedo Rico
Mutricipatlry ot Narsnlito

Reco nciliation ot the Sletethenl ot Revenues,
E.pmdihr6,and Changes ln Fund Bat nces of

Gov6rnme niat FLrnds t. rhe Slateh.ot of Activities

xel cr.trf! r. F!tr{ BiJ re!,Tor.t riorirmnrJ rtrf<i.

,ABludis.€rdled ta* gs.r.dotrjnr *tiuitirB in uE slrrcihnt or^.tiliriea ec direan! bEca,sc

{jnver.h.abl ru !t5 repo( caprlr, {luars !s erpddir!.ci Hwc6, ,, rhe GNd.aciLyrde sr e@nr or ra.tiMlEs.nd
clEBgc6 r' r{et A*ets ttu! @er or lhwe arqe6 i3 .ltxat.d hs rh.ir estinEicd trsdut ,D.s 6 dc!^djdtioi diens., flrs 15
lna am@rr of$ali 65cols ,ecodsd i4 lio.cu@.I pe,r.d,

calllal assots accl$d er a dotra{o Jr. lor ,Brr<r.d in rr€ G6'H6nr6tal Frrni!, boe@e aurfl.l,ina ici/t ,€sRes.renlfurlore( rawver, tljc raneltid md{ ha .e|I!dea ri lr]e ce.xn-rnrwd. FiGnci.t SrnlEdcro |,.r",r _, f* to,y.lua d tc duDae{ Fdpery this ij uE .rouii ofnMJb,j FDjL.t i<er. icLdcr{r h lbr cuzcfl trHi.o,
orgrsr or capnd .*ts reitutr!
I'{ide sla€mcjr r, NoL Ar.ctu, ,elulr ! iA i rB-
a.llni.! uid Cn, ng€ in N'?t Asols,

o?p.{iau6' expcne on capibr dsn 15 irrD(eo i,r tne cDkmffc lnide sr.torenrs o, Anivitic3 .nd a},! cr in N.r
A{Bls, tut tEy do iotls1 E llnE rce or urft! riG( qt 6@Eas TheGaorc, depB:ati., aoe"* ii -r ,op.neg 

"..xm.dituEs in c.veln s)t tFudrt!

t qds ad aotc! t o@.ds 0rfriae cui@Lt ,in.nctrl rcaa{c6 to GoranDEntd Fr nds. bol isuinc aet i.cia.* tongtsm
r.ujfiieS nr iha Go€nront.wdc sliremll d \El Aser!. H.prymmr or bond. ,nd lbtos Dlio;ip.l i. ar qpa,dirc i,
colqmDenllr Fqds, I i uc ,epiy ont r€arc* tcrg.tem rirbilitirs in t|m Gwei 6.nlwi,o sl.iteMr d Net r5gpis Th,!
is th.3nh'3r D, *hich llre d.b! pnB.ct {rye!, deF,r */yie n.i[.ip t0€ymots

l(cp/ymgto,l.Dct.rfrDropR4yls,!('*4tl.btrc!ha.cDdiu,ehGnv.r.mc1n:,fund6,bn1l
re,l-rq m Drouarv lat aderae d.ht in 1tB co$nrimr lvide slFtlEtri .' Ncl rs,!', I hg rdr@hg,**i,orr-"nr ran
ch.ige ii lo^a r6m p,.oery |ax adva.@ deor ,om pnoj ysr,
Lor$le.m omro .i(ed r oH.4!.E r.Oorurd in ine c.wr.(Er(.t9d..9t.t6nc.r or Ac!r!j6 am c|B,f* r^ rtt 4:.4t6.
u,t I'Ey do nDl r.q.n. tc u* d dn. rinlrci.r ciou(e, In e,*, r gkrm @mreiraL.d.o3ena,i*era nor,"mncl
t3 cxpEndtrrdr in G@rmdlal Fmda_ rne ,olrdri.g.rount l.prp$nr lho.naDgc iI tEnz.lor,h .nffa4 s.red aDeqE3

Rer.y.rsr o( k,lll lenn t.nd r{ormat on lrrEsanent srit m (uMst is a spe4dnu,. in c@arimcfiat tuEis, Dur [?
icpiynrer I .ed uces lei icr'n Ln S h the 0ovnmqn-wi'1. Stat.hent or Nct A5sE. rne fol@in( .Dounr ,erseol th.
chs8c r' lD4! rerE l.lr,is d.br f&r prbr y.,r-

Chnqc i' rl€t AB.i' o, cov.,n n.ntat Aclirniet

rP caoltlr ectr kom o)e..pir.
on disr€3lr or .apiH esers on rhe cdsnh.r(lvide slsrnrem ot

tr,091,59n1

For lha Year Ended rum 30, 2O1O

The noies lo the lin..lrlcial statenrents are dD irllegrdl pan ot this siaEment 18



COMMON\,VEALTH OF PUERTO RICO
MUNICIPALiTY OF NARANJITO

NOTES TO BASIC FINANCiAL STATEMENTS

YEAR ENDED,JTJNE 30, 2O1O

I- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Naranjito (1he Mu icipality) was fourded on the year 1824. The
Municipalltys govLynmental systcifi cons sts of an exeautive a d legisl;ture body. lt is
governed by a lu?yor and a fourteen-mernbo l\4unicipal Logislalure who are elefied for a
louryerr term-

'fhe lv1lnir'-ipality provides a fulf range of servicss for its citizons. The$e services incl(cJe
puL}lic satcty, public works, orture and recroatlon, heatth a.td welfare, comntunity
developmenL, cducation, and other miscellrneous Scrvices.

The accounting policies and financial reporting practioes of the Municipality confoln to
accounting priociples gener€lly accepted in the Uniled States of America (.,USGAAP,) as
aPplicable to governmenta, unils.

In Ji.rne 1999, the Governmcntal AG:ounting Standards Board IGASB) issued Statemefit No.
34, "Basic Financial Statements and I\,{anagement's ortd Discussion afld Analys,s for State
and Local Goverrrments '' This Statement. kDo\ln a$ the Reportjng Model. ,rovidc.lr for the
most signilicant chanf-e in financial reportinr, for stato an<l local governmeDts in ovcr 20
years and afJects the way the Municipalily prepares and pre-qents filaflcial informatiofl. The
Statemcnt was .rdopted as ofluly 1, 2OO2, l0 addition to this Stato ent, GASB Statement
No. 3?, "Basic Financial Staterlcnts and Manage lent's Disclssion and Aaalysb for State
and Local Govarnmenlst omnibus" ard OASB Statemont No. 38, "Certain Filtancial
Stateftent Note Disclosures" have beefl adopted and are rerlected in lhese financiat
statements,

As pad ofthis Statemcnt, thero is a ne$.reporting roquirement regarding thc capitatization
of local govern.nenl inrrastructure {.oads, bridges, trafllc signals, etc.). this requiremenl
pcrmits an optonal fourJear deloy for implementation to flscal year onded on htne 30.
2008. The Municip,slity implemented the capita,ization of infrastructure as of July 1, 2007.

l9



CO[,I IV?ON WEAI.TH OF PI,ERTO RICO
MUNICIPALITY OF NARANJITO

NOTES TO EASIC NNANC]AI- STATEMEN'g (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

1, ORGANIZA1ION AND SUM]IIARY OF SIGNIFICANT ACCOUNTING POLICIES (CONIINUED)

A. Compone[t Units

ln evatuating how to deFine the Mu
r,u" 

"o,,s,:E,"i ui ;il;,il'i ;.#::#lll :,j*li"ff:, j::lJIJf ,t,1fffi;,:Tfili:icomoooent un't in tne reoonrnr'Fntrty was nrdde by appy.rg;" plr,"l;" ot statementNo. 14. rhe Financiirt Rcoorri.ri rntir!,^o{ rh" cesei 
", 

"";;J,d;o ilii-"lLu a",u,r",,No. 39. "bete,rrinrng whether -ccnain. 
Organizat,ons n," Co*po, tni Unit-u,, orunorrn,Iof GASB Starenreor 1.4,'. The b6sic. rrrt-""i in" 

",i,fii";,J"' ;# ;fi;i"e a polcntiijrco,r,ponenr rn[ ,.,itr:n rt a reportrng e..tily .s 
rt erecr.a orric:i-ri oi a-p.i.u,r?".rn_.n, 

"r"!l'".1fi:1y",;ffi;1i?1"" f"";,;;"" ,:ll:t .::=""i"r """"'""'o ii',,""'''1J 1r ,ru 
",,,'o,vin" ro,u,ing J,lo,, i;"' ",lii"#'iillfl 'ffi:lY"1f""gll.r:#r,JT,;, ;li::.l;i:er)tity or the potentjal exjst$ for the other ent,ty ro (rt proqje spJL i,nanciar uenerirs toor {2).irnpose specific financiat burdans on ,i" t';.;; ;;;"";;:nt."n's'Jconcr critcrionused in.evatualrng potefltiat cornpone unts i; if th; i*rr" u"n,i .ig;',r,,=n". o, .,f,ure ationship bctween the entity and a primary governrnent are such that to c,(clu.re r,jeentity^frorn-tlre^ainanrral reporrjr)g entir.y.woutd rendcr tie fi,,aroiri"ioi"i"nt",oi.f"uOingor rnconrplete. Based orr tho above criteria, thc tvlunicipality does notJiu-*'.irnpooent unitsto inctude within its reporting eftity.

B. Go!6rnment-wid6 and furd financial stotements

Financial inforrnation ol the Munjcipaiity is presentcd in this reDort as Jollow:
j- Managefirent s cJiscussion and analysis rntroduces the basic financial stak:ments anctprovides an anatytical overvjew of the Mu nicipulfty," finor"Lf u"iirrli"-". 

' -"'

2.Iho governmenl-wide financiet slatemenB (ie. the state,nent of net assots dnd thesiatement oa activtlies) repod information on-aff rne. activtiios oi ;u nf,,ni"iprf,ty ano ,t"component units, if any. Goverflmeotal activities, which not mauy or" ai,pponuo oy to*""and intergoveromentat revenues, arc reported separatelyrrom busjness_typc actlvtjes. [f.ny, whicn rety ro n sjgntficanr c^teor o; fees a-ri ct,arge, ioi ,r-o';.;. ;ffi;;::i;.":;
has been rernoved from these state.aents to minjmrze the duptjlr,r:ng *ff"", on u"."1"l d liablttites within Ihe goverFmenlal Cctlvitles.
-lhe 

statoment of actrvitles demonslrates the degree tO lvhioh the direct e/.penses ot agivqn runcrion or segmenr is offset ty progronr re-v";,,;. D,I;;;;"; .ire those tbat
:1.^j-r"^1S:: l: uustomcrs or appticanLs wr:o pu/chasc. use. o|.'oi,""iy t",,.rir r,o,,,
tsuuus, seryrcns, Or ohvttF€es prolioed by a given fuFction o/ sognent ard grants and(jonlrjbutions that are restricre<t 1l) mHetnE re uper.aljonat o, 

"af,ifar 
,uq,/nernenrs ot apanjcrJt.tr function or segrnent Ta:tes and other it"r, not pap"riyli,iro.o ,rnouepregram revenues a.e reportad inslead as geDeral rlrver)r,es.
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CTI\4MONWEALTH OF PUERTO RICO
MUNICIPALITY OF NARANJITO

NOTES TO BASTC FiNANCIAL STATEMENTS (CONNNUED)

YEAR ENDED JUN€30,201O

1-. ORGANTZATTON ANO SU l!flltARy OF StcNIRCANT ACCOUNTING pOLtCIES (CONTTNUED)

3. F!nd linancial staloments focus oll 
_irlfot 

mattort ahout the Muricjpality,s ma.lor
f;l,1lffii1]_';J,ffi ,,[.#,*l :1]l3;" 

*,..;rm*ntar i,nii,,","o"o'ilJiil 
""n".,"goternrnental fr]nds: nents' rhe Municipalily repons the fol owing ,rrajor

$ii:'J'Ji:T3;::'iI';";:::H[:',1"].r-1T'al eovern,nentar octiv,v,(xceptrha(

::f !l::lii1.H il::;: "',"il:l;ti::T#y;::il,i,X 
jtifJ",:,.:U:il;

Specia, Feyorad Fund _ Sldte an.t Federcl crants- is thc accouating entity tfl whichrevenues dorjved from state an.j tcder t g.,rn.., iiui"o,*;i.,;;;: il;,rr"" 
"*limitatjons of each gpecial revenue

r",r"r"luno 
"r"1. "tuii-,# 

' '"''ruc tund are specifcd by l\4u'rcipality ordrnances or

Apibl Ptojects Fund . is th6 acmunling entity tn whjcn .evcnuo€ derived from tocal
:lli".;J:1"#:Jf,1Ti;;,i;:fl:,,*, ,"."t,idt"a .,uun," 

"ouiil"-Lol"o,io "",,,",.p"iiri".r r,v rv,ni"ipur,,r;;oi#";:'":;1,1j[;:ffi::# ffi,iH::-ar 
projeci r,nd are

4. The notes !o the financial statcmeDts_ pro\r';de itfotrlation that is ossentia to a user,sunderstanding of the basic financial sraremenls.
5, Fequired supplernentar!, jnformation such as tho budgetary comparison schedltle-geoeralfund and othertypes of data rcquircd by GASB.

6. Notes tq the buclgetary cornparison schedute_goneralfuDd.

Fin6ncial reporung pr6sentation

The accolnls of the Muflicipality are organized on tie basis of funcj.s, each if whtch isconsidered a separate accororinp ent,r"l.^e operatLns J;;; ;;ffiu*":iJ**",",witlr,a scDarate set of setf.hotafl;i 8 aicounls th31 6qnpr;.a its assois, liabitities, frrndequrty, rcvenues, and expenditures.

c.

l_o|financial reporting purprrses, the
,ratcgoaies:

G_gleJDDettt a r F!U!_I!rEs

Genen! Fun..t. Cene@t Fund is thc general operaiil)g fund oflhe l\,funiciEdtity. lt is used10 ar:counr for ail gov(irnmental aclivrty, exceDf rose requircil io be eccounr(,d t(,, jrl

Munic;pality ctassilies Junds $,ithin the foltowjng

2!



COMMONWEALTH OF PIJERTO RICO
MUNICIPAL]TY OF NARANJITO

NOTES TO AA.SIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2O1O

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLIC]ES (CONTINUED)

Special Beyerue Fund - Federf,t cranls - Spcciat RevcnUe Fufds are used to account
for revenues derived from fede.al grants, The u-sos and llmitations of each sDecial
revenue rund are Specified by Munictpa tty ordinalcss or federal and state st tr]tes.

Special Revenue Fund - Local and State Grarts, Spccial Rovenllc Funds ara l$e.t t.o

account for revenues derivcd frorn ocat furlds, stale grants or olher restrictsi revenle
sources. IhC uses ancl limitaiions of each special revenue fund are specified by
ld u n icipa lity ordina n ce$ or federal a nd state stat utes.

Debt Service Fund- Debt Service Flnds are used to account fof the accumulation of
rosoLlrcqs for and the payment of, general long.term debt principal, interest, and
r(r ated costs.

Capltal Prc)ecb Funds - Local, State afid Fede6l c'EDts - Capital Poect Fundg rre
used to accounl lor finaincial resources Used for the acquisitlon or constructton of
najor capital fdcirities.

Other Gove.nmental Fflrds - The othe gover'r[reDia] funds arn nor major
governmental funds used by the Minicipality to account for revenues derived fronl
grants, contributions or oth6r revonue sourcei ihat are eithel self-restricted by the
l!4unicjpallty or legally restricted by outside panies for use in sOecific purposea.

D, lvleasurement tocus, basis of accounting and financial presentaiion

Except for budgetary purposes, the ba.sis of accounting used lry tlre l*unicip€lily conlorms
to accounting principles generally acccpted in the united statcs ot Americ€ ("usGAAP")
as applicable to governmental units. The ilccoLlntl[g and flnancial relorting trcatment
appi;ed to a fund is determined bi its measuiement focus.

The governmeft-wide linanciai sktements are lcDortcd usin8 the economic resources
measurerrent focus and the aacrual basis of accounting. Revenues afe reoorded when

earned and expenses are recoded when a liability is incurrcd, regardless of lhe tilning of
related cash flows. Propefty taxes are recognized as revenues ifl the year for which they
are levied. Grunts ond similar items are recogniTcd as revenu.e as soon as alt eligibility
requirements imposecl bythe provlder heve been met.

The Munic paliLy has elected notto apply al Statements and lotelpretations iss,ed bytlle
FinancialAccounting Standard Board aftcr November 30, 1989, in accordance with GASB

Staterrr€nt \0.20.

Governrncnvrl Jund fin-anclal statoments aro reported using rh€ {xr(em financlal

resources measurement focus and tlle modified accrual b.$is of accounting' Revenues
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COMMONWEALTH OF PUERTO RICO
MUNICIPAL]IYOF NARANIIIO

NOTES TO BASIC FINANCIAL STATEIVIENTS (CONTINUED)

YEAR ENDEO IUNE 30. 2O1O

1. oRGANtZATtON AND SullylrMARy OF StGNtFtCANT ACCOUNTTNG pOLtctEs (coNTlNUED)

:l: S::i']l:"q as soon as thev are both fleasurabfe and ar,€itabre. Rcvenues arero oe avatlab,e wlten thcy are collecttble witrtn the currenr prriod or soonenough thcreafter ro pay liabititjes of_the currenl period. fr, U,i" pu,poie, ti" gor"rnr"ntmnsaders revenues to be available if they ar" cott""t"o *rttin ito irir-"-nip"r,oo o|. 
"ouuenouBh ahereafter. Expenditures are recorded when the relaterj fund tialiiity is inc,-rneri,erc€pt for prjncipal and itlterest on general long,term OeUt, cfaims anJ;riOgments, andcompensated absences, v/hich are rccognjzed;s expenditurcs when payment is due.cenerat capital asset acquisitions arc re-po.teri as.rb"nJ,irr", in g;"Jr,i'r"n,u, ,un,J".Proceeds lrom issuance o{ general long-te-rm deOt rnponea as,rtt eiti*n"i"g 

"our"u".
Propefry taxes, other taxes, tjcenses, rent, and i[te.est arsociated with the current fisca]
period Ore all considered to be susceptible to accruai and so have been rccognized asrevenucs of the currenl fiscal period. All o rer revenue items are considered to be
measurable and availablo ooly when the government receives cash.

Private-sector standards of aCCounting ond financial reFJorting issue prior to Decembor 1,
1.989, gencaally are follo',ved in the governmcnl-wide ,inancia statements to the extent
that those stanctards do not conflict with or contmdjct guidance ol the Govenrmental
Accounting Standards Board. covornments also have the option of followiltg Subsequent
private-ser:tor guicjance for their business{ype activities and enterprise funis, subject to
thi.s same ljmitalion. Tlre Municipality has elected not to foIov, subsecluent privatesector
guidance

Amounts reported as program revenues inolude 1) charges Lo customers or applicants for
goods, setvices, or privileges provided, 2) operaling grants, and contributiorrs, an.l 3)
copita grants and contribulhns, including spe{:ial assessmenls, ir any. lnternaty
dedicated resoLlrces are reported as gener3l ft,venues rdthet than as l)roBram r€venues.
Likelrise, genptal rcve ues i clucle atl laxeg.

\i,hen both resticted and unrestricted resources are available for use, it is ttre
governmert's policy to use restrlcted resources rirs! then unrestricted resources, as they
are necded.

The preparEtion of the fina'tcial statements in conformity with accoun(ng prlnciples
geneElly acceflted in the United States of Americe requires management to nlake
esliTnates and assunrptrons that affect the reported amounlg oI ossets and liabilities at
the date ol the fifiancial statements and lhe reported amoufits of revenues and expenses
dur rgthe repo(ing period, Actual results could differfrcm those e-stlmatos.
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COMMONWEALTII OF PUERTO RICO
MUNJCIPATITY OF NARANJITO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENOED JUNE 30, 2O1O

a

E.

oRGAN|ZAIION AND SUMMARY OF StcNrFtcAMr AccouNTtNG pOLtCtES (CONTTNUED)

Assets, ljabilit es and net assets

1. Cash, cash equivatents, and cash wtth fiscal agent_ The Municipality,s cash and cashaquivalents are considered to be cash on ha;d, deruncl ou6o"iil, unc sno,tt.r,inveslments r,rio originat. ma(uriries ol three months o,' r,i.r' iiir"tr.J' out" ofecguisition.

Cash with fiscal agent in the debt geruice fllnd aepresents sDecial addltional property
tax colleclions retained by $e ComntoDwealth oi pueno Rico ancl restrlcieo ror tnc
oaymcnt of t ra l!4unicipahty,s debt :ervice. as establlshe(t Oy fa*. nrso, casf. *iU,
lrscal agclrt 

_ 
consists of ufiused proceeds of boods and ootes issued tor ttreacqu$,1lon ot cqujprncnt ard c) struction of major capitat tmprovelTenls.

2. Recelvables and payobles- Actility between fullds that are representativs of
lendinvborrowing a angemenls dutstanding at the end of the fiscat year are refeneO
to as either "due tolfrom other f(nds" (i.e., the cufient portion of inierlond loans) or
"advances tolrom other 1urld6,, (i.e., 0rc noft-current portion ol inlerfund oans) All
other outstarlding balances between funds are reported as ,.ctue to,/trom othertunds..,

Advances betweon fsnds, as ropofied in the fund tillarrcial statements, if any, arc
olFset by a llnd balance reserve occlunt in applicablc governmental furrls to
indicalo that they are not avaitable for appropr ation and are oot expendable
a\rdildble tinatcial reso-rcos

Receivables are stated net of estitnated allowances for uncollectible acco!n19, which
ere deterinined, based upon past collection experience atrd cuffent economic
condhibns. Inlergovernntontal receivables n) tfe Eeneral fund rcpresent mosty
contrillutions from th(1 Puerto Rico Etcclric power Authority, which contribute a
specific percentage ot their revefues as payment hr lieu of taxes. lnterCovernment l

recejvable in the slxcial revenuo {und represent amounG owed to the Municipality
for ,eimburscment of expcnditures incurred pursuant to lederally funcled progmms.

3. lnventories, lnvenlories in tho geDeral fund is recorded as expeitditure and,
consequently, the inventory iS IOt recorded in the statement of net assels.

4. Capital Essets- Cepital assets, which ioclude propdrty, equiprflent ard infrastructure
assets (e.9., roads, bridges, sidewalks and similar items), arc reported in the
govqrflmental activities colLrmn ;n the governnlental wide financial statements. The
Municipality deti es caDatal asset as assets.with an irritial, individuel cost ot more than
$25 and an estimated useful life in excess of one year. Such assets are reported at
historical cosl or estimatcd hislorical cosl if purchased or construc(ed. DonaLed
capital assets are recorded at estimut$ fair marliet valuc at fie date of donatioll
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NOTES TO BASIC FINANCIAL STATEMENIS (CONTINUED)

YE,qR ENDED JUNE 30, 2O1O

r- oRGANtZATtoN AND SUMryrARy oFstcNtFtCANT ACCouNTtNG poLtctEs (coNINUED)
I he cosl of nor'mal fiaintcoance and repairs thal do not add to the vaiue of the assetoI matelially extend assets lives are not capitalp",f f,Arl., 

"rif"V" 
i"r;pital assolsand inrpro,,e.lrents are capik.jzcd as nrojects are constr(icted.

Cap tal assets of the Municipalty arc depreciated us;ng the straight- ine rnettod overthe foltowing cstimiteu usc(.1 tivcs:

0c:.Iple'l

Bu ilding5 and site lmrrov. menrs

FUrlliiure and tixtLiau
Itft ahinory and equipnlcnt

Us.!tuLufs

40 years

5 yerrs
3 to 5 )€ars

lapiiE iz3!&!.th.ErX!!d

61
s1.

$1
$25
$2s

5. Long-term oltligations- The liobilities repo.ted in the governrrent,wide financia,
:l:!:T".r:: inctuded generat and speciat obtigation nona" ZrJ not"i, un,i-otner rong.term liabjlities, such as vacation, sick leavc. litigation, tongrerm tia Uriiiei- ro otlergovernmontel entities.

ln lheJund financial statements, governmentalfund types recogn ze bond issuances
cost, during the current period. The face atnount of debt issue;is reported as other
,inancing sources, while bond irsuance costs, whe ler or not withheh from ihe actuat
debt proceeds received, are reported os expendjtures in the general fund.

6. Compensated abEencos- Efilployeos accumulate L€cation leave at a rcte ol2,5 daysper month up to a maximum oi 60 days. Llnpaid vacation tirne accurnulated is tuily
vested to the enrployees from the first day of work. A vocation pay is accrued when
incurred in the government-wide financial statements.

Employees accumulate sick caveata rate of 1.5 days per month uptoa maximum of
90 days. Upon retirement, an emptoyee reccives componsatlon fOI oll accufllulated
and ulrpaid sick te.dve at the currcnt rate, it the employee has at least 10 years ol
servicc with the Munlcipa'ity. AU sick leave pay and salary related benefits are accruect
when hrcurred in the govennnental-wrde linaAcial statements wl)Ct the employee
meets such critena-

7. Claims snd iudgments- The astimated amouflt of the ltabill1v for cta]rns an.l
Judgmcnls, whi(Jr |s due On demano, gUCh as from adjudrcated O:settled claims, is
recorded n the generat fund whor) the trabitity ir incurred.
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1. ORGANTZATTON AND SUMMARY OF STGNIFTCANT ACCOUNTING pOLtctEs (coNTtNUED)

E. Re6eryations oJ fund balance- Reservatons of fund balance in the fund financalslateme.fs represent portions of lund balances that are legaliy segregaled ror
specific future use or a.e not apfrropriak:d for expenditure. I tr e'ir,,t!'n ic ip'atrty f,as tnefollowinE reservalions of fund balance:

a. Capital Prcjects- Ropresenl tlte teservaUon of ariounts to be uscd fo, future
expendhures fo/ capital projects uncler contacts and other cotr.(it,rant". fh"""
cornrnilted amounts tenerally wi hecoore llabilities in future perioOs as ihe
ProJects are completed

EftcomoraDces- Represont futuic expenditure!, under purahase orders, contrac(sand other commitinen(s. Thesc committed amounts goneralty *iil Uecomo
liabilities in tuture periods as the goods orservices are reccived.

Ot er Pr,/pgses- Reprcae ts Dct assets available for specific use andlor tegaliy
segre8ated for othsr specilic future use,

d. Debt Seryice Fund- Rcpresenls net asFets avaitable to fin6nce future dobt service
Dayments,

9. Net Assets-ln tlre government wide statemeirts net assets are segregated into
three categories:

b.

CONIMONWEALTH OF PUERTO RICO
MUNICIPALIry OF NARANJITO

NOIES TO BASIC FINANOIAL SIATEMENTS (CONTINUED)

YEAR ENDED JUNE 30.2O10

ln\,€sted in capital assets, nel ol retated debt Consist of capital asset balances
net of accumulated deprecialion and outstanaiing balances Of any bonds, notes
and other borrowjngs that are attributable to the acquisition, conskucliof, or
improvornent of thosc assets. This category should not includo cash that is
restricted to capital assets acqur-gition or construction (unspetit bond proceeds)
and any unamoruized debt issue cosG.

Restricted net assets: Represeft net agsets that are subject to restrictions
beyond the N4unicip8ls control. These include restriclions that are externally
rmposed (by creditors, grantors, conlnbulJrs, ur laws and regulations of oltei
governmcnts) or restrictiolts irnposed by the law thaough cofustitutional provisions
or enal)ling legislation (including enabling legislation pass€d by tho governrnent
jtselfl.

Unrcsticted net assets: Represent net assets that do not meet the definition of
nel assets invested in capital assets, net of tela(ed debt or restricted.
Unrestracted assets are often designated to indicate that managemont does not
consider them to be available for general operat ons. These types of constrairrts
are internal and management can rctnovc ot mo.jify (h.!m. oesignations are not
reported on the face statement of net assets.

a,

b.
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CO'VIMONWEALTH OF PUERTO RICO
MUNICIPALlrY OF NARANJ]TO

NOrEs TO BASTC FtNANCtAt. STATEMENTS (CONTTNUED)

YEAR ENDED JUNE 30, 2O1O

1. ORGANTZATION AND SUtMMARy OF StcNtF|CANT ACCOUNTTNG poLlctEs (coNINUED)

10. Accountiug for PCnSion Costs. For the purpose of apotyingthe requaroments o, GASB
Statements NA 27, Accounting lor pensious by StaG and Loaat cove,.nmet
FJrployels (GASB No 27), the state government of ihe Comrnonwcatth ol puerto ltico
is considcrod to be lhe sponsor ol llto Employee,s Relirement Sy.slem ol the
Govchment of Puerto R ico a nd rs tnstrumentalttics (ERS) alrd Syslcrn i(X10, a Inu tti..
employer costsha.ing define.l benerit plan and a hybrid defjned conlribulion plan,
respeclivaly, tn which the e,!]Jrloyees of lhe lrunicipality participate_ Thc Municipality
is cor'rsidered a pa(lcipant and not a sponsor, ofthese retiremo.I syslems since the
majority Ofthe particrpants in the aforementioned pcnsion trust funds are enlployees
of tlre Commonwealth of Plerto Rico. Accordingty, no portion of the net pensior
obligation (NPO) related to ERS has been alocated to rhe lvtunicipality in the.
accompanying basic filancial statenenls. the basjc financial statements of ih(.)
Commonwealth of Puerto Rico repoft tlle total amount of the net pension oblig!)tion
of ERS, including aoy amount that may correspond to the Municipality.

11. lnteffund and intra.entity transaqtions Thc Municipality tlas lhe followift€ typ6s of
transactjons arYlonli {urds:

a. Operdting Transfers- Legally reqLrired transferc thal are repofted when incurred as
"OperatinEl transfcr-in" hy thc recipicor. fund and !ls "Operati,rg tronsfers out" by
the disbursmgJund.

b. lntra-Entity Transactions- Trarlsrers between the funds of the primary government
are reported as inbrflnd transfers lvith receivables and payaDles prescnted as

amounls due 10 and dre Jrom other funds.

12.Rlsk financing- 'lhc lruoicipalily carr]cs commercial insurance to cover casualty, theft,
tort claims and otlrer lqsse,s, lnsurance policies aae negotioted by the Pueno Rico

Trcasury Depa(rnent and cos(s aro allocated among att the Municipalilles of Puerto

Rico. Cost of;nsumnce allocated to the Municipality and deducted from the gross
property tax collectiors by the CRIM for the year ende.l luoe 30, 2010 alnounted to
approrimately $245,000. The current in$urancc policios have not been cancelled or
terminated. lho cRlM also cteducted apploximately $178,000 for lvorkers

coff pensat;on ilrsurancc covering all municipal smployees-

2. CASH AND CASH EQUNATENTS

The l\4unioipality rnaintains its deposits in va,ious commcrcial banks located rn Puerto Rico

and n the Governmerlt Devetopment Eank for Puerto Rico (GDB) Proceeds from bonds

and lunds rolatod to certain grant awards a16 required by law to bo hcld with GD8.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF NARANJ]TO

NorEs ro Eastc FtNANctAt_ STATEMENTS (CONITNUED)

YEAR ENDED JUNE 30, 2O1O

2. CASH ANO CASH EQUIVALENTS (CONTINUED}

The lllu nicipali(y adopted thc provisions ofGtuSEt Statement No. 40 (GASB No.4O). Deposit
aad htvestmeDt Rl9lt Discloswe, an Anenclme[t to G/4SB Statemert No 3. This statemenl
requires that stale and local governments disctose essential risk information About
deposits and investmeots. The disclosure requirements cover four main areas: {1) crerlit
risk, {2) irterest rale risk, (3) cUstodial credit risk, {4)foroiqn cxchange exposure.

Crcdit tisk - This is the risk that a0 issuer or other counterparty to ao iflvestment will
noL trrlfill i1s obligations. hr cotnpliancc' with the laws and rogLrtataons of the
Commonwoalth, the tvluoicilrtrlity has a<lopted, as it,s custodial atrd;redit risk poticy,
the Statcfient of lrvesttneqt Guidelines for tjle Governmert of the Commonwea\n ot
Pue,,to Rico. Accordingly the N4unicipatity invests only in obligatioos of the
CommoDweallh, obliEations ol the United States el Anleric.t, certificates of dcposits,
commorcial pape( bankers'acceptances, or in pools of obligations of the
ftunicipalties of puerto Rico, which are rnanaged by GDB. According to the
aforementioned inveslment guidelines, the lvrun cipality does not invest in marketable
Secudties or any types of invastrrents for which credit risk exposure may be significant.
Therefore, the l/]unicipality's managemenl has concluded that the risk related to any
possible [oSs related to defaulls hy com[']ercial banks on the [4unicioa]ity's deposlts is
considered low at Junc 30, 2010.

hrtercst rcte isk - This is the risk that changes in anterest rates o, deLfi inveslme.ts
will adverscly affect the fair yalue of afl ilvestment. The Municipality manages ,ts
exposure to decline,s in {air values by: (1.) not including debt investmen{s ,n ;ts
investment portfolio atJune 30, 2010, (2) limitingthe lveighted auerage matu ty of its
investments to three monllE or less, and (3) keeping mosa of its bank deposits in
inlerests bearing acaounts gedcrating intcrqsts a1 prevailirg markct rrrtcs. At June 30,
2010. the l\,tunicipality's investfilents in @rtLlicates ol deposits are rccord(:d 6t cosl,
\rhlch approxtrnaies thelr fair valuo. lhcreforc. the N4unicipality's management has
concluded thal at June 30, 2010, the interest rate ri$k associated with the
Municipal ty's cash and cBsh equiv.rlents is considcred low.

Cuslodial crcdit tisk ln the case ofdeposits, this is the rsk that in lho evcnl ofa bank
failure, the Municipatity's deposits may not be recavered, Pursuant to the Statement of
lnvestment Gui(leliDes for tl:€ Govemmofi of the Cofirmonwealth of Pueno Rico the
bala ces deposited in oomrnercial banks by the Municipality are insured by the Federal
Deposit insurance Cornoration (FolC) ganerally up to a maximurn of $250,000 per
depositor.

Custodial credit risk in addition, publlc funds depos ted in commercial banks hythe
lr4unicipalily are tully securlties pledged 6s d)llateral are held, in the Munlcipality's
name. by the agents otthe Commonwealth's S.:cretary of Treasury. Deposils wlth GDB
are uninsured and uncoltateralized. However, no losses related 10 defaults by 6D8 o



CO IVIIVI ONW EALTH OF PUERTO RICO
MUNIclPAUTY OF NARANJITO

NOTES TO EASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENOED .,UNE 30, 2O1O

2. CASH AND CASH EQIJIVALENTS (CONTINUED)

deposlt Uansactions have been incurred by lhc Mun ciDatty through lune 30, 2010.'fherefore, the Municipalily's.nanagement has concluded that at June 30,2O1O the
custodlal credit risk asso.jiot(:d with the Municipalily's cash and cash equivatents is
considered low.

ForeiEn ax5han€e sk - The risk that changes in exchange rates wilt advcrsety affcct
the lalue of an investmcnt o/ a deposit, According to the aforementioned investment
guideli es, the Municipality is prevented from lnvesting in foreign .securities or any
olltertypes ol investments in which {oreign exchange risk exposure may be significant.

Accordingly, marEgement has concluded thal tfie foreign exclrange risk related to the
Mun cipality s deposrts is considered low at June 30, 2010.

Under Comrno wealtlt oF Puerto Rlco statutes public funds deposited in commercial
banks musl be fully cotlaterallzed for 1he affounl dcposited in excess of federal
depository insurance. All securities pledged as collateral are lreld by the Secretary ol
the lrcasury of Pu€rto Rico. ln addilion, the Municipality majfltains depcsits vith the
Governrnent Development Eank for Puerto Rico (GOB).

The Munichality'$ t)ank be ances in commercial banks ot apnroximately $875,089,
92,015,744 and $2,074,019 in tho gcneralfund, special revenlc fund - federal and
strte grants, and capital projects fund, r€speclively, were fully coll€teralized at June
30 2010.

The dcposits at GDB of $3,582 that is restricted for specfic purposes in the special
revenue fund, $6,990,097 in the qapital projects fund afid $1.,767,845 in tl1e other
governmental lund thal is restricted fot debt servioe are u.isecured and
uncollalerallzed, as no collateral is required to be carried by governinental banks.

3. RECEIVABTES

A. Municipal License T.,<- The Municipallty imposes a municipal llcense tax on all
businesses that operate wilhin the Municipality, which are not toGlly or partlally

exempt from the lax pursuant to the hrdustrial lncefltives Act of the C(fimonweaith of
Puerto Rico- This is a selJ-assessed tax bascd on the busine$s volume in grc6s sale$
as shown an the tax return tllat is due on April 15 of each ycar. Entities wih salcs
volume of $1,O00,OO0 or moro must incllde audited linancial statements together
with the ta\ return. During the lisca I year ended J u ne 30, 2010, the tax ra Lcs were as

followsl
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MUN]CIPALITY OF NARANJITO

NorEs To EASTC F|NANCtAt STATEMENTS (CONTTNUED)

YEAR ENDEDJUNE 30, 2O10

3. RECETVABLES (CONTTNUED)

1. Financial business LSO% of gross reveflues

2. Other organizations, 0.50% of gro:i. rcvenues

Thistax is due in two equal insla mentsonJuly:tandJanuarylofeachfiscatyear. A
discount of 5% is altolved wheu full payment ii nrade on or before April 18. Municipal
license tax receivobte represents filed municipol license tat r;lurns that were
Lrficollected as of June 30, 2010, net of altowance for uncollcctible accouDls.

Municipal license taxes, crltected prior to Junc 30 but pertainicg to the next fis..l
year arc tecorded a9 defe&ed revenues.

B. lnter4ovenlDtenlal Receivabre- lntergovernfnerfal receivable$ and
in the accompanying GWFS and GFFS are as fo ows:

EloCrarD.o-EEe!d!s!
Trafiic Salety Cofl missio.
Sli Pog.anr
OlvlEP
t'ahily Dcp. nnatri - AGJDEN

payables rccord€d

t a9 270
1 8'11

10,9€2
99,4tb

__-502-0!9

!_110,2u

A!49c8
s 4!4,L^)

55,299
a2,451

$ 649.852

C. Fede/a, Granls Rec€iyab,e- Federal gra[ts recei\,abl6 in special revenue state and
federal grants rapresents expenditures iucurred not yc! reirrLlursed by the pass
through grantor. Followitlgiga detaitof the federal grants receivable:

&Dgrlo D-e_sgriElql

c@muly Deuelo! hnt Brodr Grsnr sl6t. P.ograrn

Iotal
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NOTES IO BASIC FINANCIAt SIATEMENTS {CONTINUED)

YEAR ENDED JUNE 30, 2OtO

4. INTERFUNDTRANSACTIONS

lnterfund receivablgj and payables at June 30, 2010, and interfund transfers during tlie
fiscal year ended atJune 30,2010, are sum ma rized as follotvs:

a. Due from,/to othe,fund:

RepeiEhlefund PllnullE!,.d
I 1360,483 I

- 1.196.906

b. Ttansfer in/out lo other lund

Follo\a,ing is a suirmary of tnterfund transfBrs for the yearl

s ? 3€0.€43 9_136!.€33

Ii!E(

SpechlRevnueS[ara.x]

othe.Cio\€rr,ne tdI Fund

Da!5.hr.qul IEirg!q!]l

- TraNdn hEkro

imDoknBrs S tO.376
Tran.rd luda to

Olhcr Gd.rnmcrnalflild. coE, deH &.yics
oarhe e ___4ZGl{
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NOTES TO EASiC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O10

5. CAPITAL ASSETS

Capital oslelsj ?hose wjth an estimarted useful live ol one year or more frorh the time of
acquisition by the [4!nicipality,rnd a cost of $25 or more, are primarily lUndod through thc
issuaace of long-term bonds and ,oans. A summary o, capital assots and changes occurr,ng
in 201-0, including those changes 0ursuant to the imptoinentation of GASB St,rtement No.
34, rollows. Land and construction in progacss aro not subjectto depreciali()o;

Glromnre-rlaU$lljtleE
Capitalasset Dot boing d eD recia tad:

Corstructiorr in plogress

Iolalcaphal assers not being

Capitalassets, be lng deprcctaied:

BuildiDEs
Burlding( imt)rovernents

lr{rastr! cture r mprovenrents
Equipment
Filnlishing

Total capttat assotg being

lesa accum!lated depr€.iation forl

ItuildinlF
Bulldirqs improverftents

Inirastructurc improYments
Equlpm6nt
Furnishing

Tota I accumulated depreoatio^

Tola I ca Ditrl assets belng

c overn menlal activities capital

luly 1 2oo9

s 21,935.964

43 431541

$ 5,X2B.957
2.91?,aa2
6,540,80{
3,541491
1,731,.OU

251.895
1,965

2L4,a87
-3_923_676

E 24.3r.6.a21

AJdS!-o!r

9 163,s39
i),022,2 .43

3.lali,sa?

$ 2,523,062
490,049
297,241

2,L49,21,5
73,857
9,096

87,527

Fet remenls

..12,?14,294)

tuoe-30.2041

s $ 22,099,303
12,244.28!] 22.213.536

s (2,€e523) $ l.!31-773)(369.096) (84,466)
r'2,275,2491 (166.3a9)
(612,061) (296,555)

(1,32O,28-J) {159,799)(192,654) l2l,Aas)(616) (1G5)
(!79.12AJ i52,047)

__(1,!L59,95_9J r17as1sr

$i10.545.565r -{rL091.5941

s 13.771256 $- 4.93&EBB

$ st.2o2.?97 E.AJ2]LTZO

$ 6 030.4A2 !.. . {17,9tr2}

$

7,666
1,344

L449

(8,$5;
(1.,3481

lr,t;og)

-. _4.4,i22€39

$ ?,652,019
3,802,1.01
(ia3{i,o45
5.730,706
1796,736

259,643
2,404

324,905
3.923.676

$ 30.s30.291

$ (2,16A,2901

1453,s62)
12,447.$al

(904,616)
ll,4l2,41,6l

121.3,1.9s)
(7ril)

1223,126)
.. /3 73A.4701

$ 1n.4s9 $L11,620J01X

$ 155-31 I 18i@591

$ 12.244 837\ $JS,A8243A



COIyII}IONWEA LTH OF PUERIO RICO
MUNICIPALIryOF NARANJITO

NOTES TO AA.SIC FINANC'AI STATEMENTS TCONTINUED)

YEAR ENDEO JUNE 30, 2O1O

5. CAPITAL ASSETS (CONTTNUED)

Depreciation expense was charged to furlctions/proglrams of the l\4!nicipality as follows:

gole]tre.llaLagiu!qsj
Genera I goYornment

C! hrre and /ecroat on

Community dev€lopmeot
Education

Tota I d€precid ion erQense-gove muronta I scll!rlies

A,na!-!!
$ 259,616

95,G80
4i]6,29L
s9.464
77,376

218,452

$...,*091.59

6. PROPERTYTAXES

The personal property tax is self assessed by the taxpayer olr a return which is to bc fited by

May 15 of each year lvith the CRI[4. a gover$menlal entity r;roated by the government ol
puirto Rico as pafi of the t*unlclpal GovelnmentalAutonomous Law of AuEust 1991 Real

property tax is assessed by the CRllvl on each piece of real estate and on each building'

'l'he assessment is made at of January 1 of each year and is based on current values for

personal properly and on estimated vahles as of 195? for real pmperty tax -lhe tax on

person"t p.porty .rst be Oilid in full togcthet with the returo by May J'5 
- 

The tax on real

iioperty .uy n"-pa;o ln two inslallnlellts by July 1 and January '1'' The CRIM. is respongble

ini 'in"' 
frif ring arid colledions of roal and persoial proDerty hxes on behalf of all the

munlcipalities-of Puerto RicD- Prior to the beernning of each fiscal yea'' thc CRIM in{Drms the

Murrici;alily of tho estimated irrnount of property tax elpected to be collect.fol the ensuing

fiscal year. Ttrroughout the year, le CRI[4 advBncesfu Gs to the Municipality based dnthe

initia l ;stimated ;ollections. ttrt CRI M is req u ired hy law to prepare a setilement statemenl

oo a fiscat year basis, whereby a comFlarisorl is made betvr'een lhe amounts advanced to the

Municipality and amounts acltrally oollected from taxpayers' Tlris settlement has to bc

"ornprnt"a 
on a preliminary basis not later than three months after fiscal year_end' and a

iinat' settle me nr made nol-la1er than six months after year-eod lf the CRIM lemlts to the

Municipality p/operty tax advances, which are less thal) the tax actually collected' a

t"*i"rt i"i.* ,t," C*lM is rocorded atJune 30 l-lowalcr if advaDces excoed the amount

atiuatty coLrecteo by the GtlM, a pardblc to the cRtM is reco'ded ot lune 30' The otllM

issued the preliminary liquidation not;gthat the advances exceeded collections by $56'388

i,i 
"^ 

,rr"i"J inaoequaie procerl,re f-or lhe estlrnate of revenues applicable to the cRlM

flqrr,iutfon." rn the government-wide financial statements, the entire alnount has been

recognizcd as lor'grerm d.:bt.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF NARANJTTO

NOTES TO 8AS'C FINANCIAL STATEIVIENTS (CONTINUED)

Y€AR ENOED JUNE 30, 2O1O

6. PROPERTY TAXES (CONTINUED)

On Drrcember 31, 1992, the Municipatity enlered into an agreenent with th+
Commonwealth of Puorto Rico for tle repayment of excess propeny hx advanccs. A9 of
June 30, 2O1O, the relatdd unpaid property lax acluance,s presented in the statement of
net assets anrounted to approxitnately g 1,372 drd js payable as fo ows:

Jq,r!c-30-

2a1r
24t.2

Airourl
s 921
--. 45t
$J,312

On.lanuary 26, 2OO0, Putllic Law No,42 \r.js onacted, which authoriTed the CRIM to
obtain a loan up to $200,000,000, aod for a term not to exccoding 10 years, to.allow for
the firrancing of the debt thatthe [4ur]icipalities ol Puerto Rico have \,vith the CRI[4 arislng
from linal settlements of property tax advances versus aclual colleclions through fiscal
year ended June 30, 2000.

On June 26 1997, Pubtic Law No. 21 was e[acted, which autho.izing the CR]M, arrong
otlrer tlringq to sell the propeny tax recei\rables related lo taxpayers who owed prorrerty
taxes lrom 1974 to 1996. Such property tax receivables werc purchased by tlre Public
Financing 0orporation, a sutrsidiary oJ the Governmelit Development Bank of Puerto Rico
(GDB) using the proceeds of a hond assuance executed for such purposes. Said L-aw

irnposed the CRIM the obliHation to replace uncollectlble property tax recoivablss with any
valid property tax receivable or equivalenl in mo cy. Subsequsnt to llre approval of the
Law and to tho sale transaotiolr, it was detected tllat a substantial percentage of the
leceir€bles sold were uncollectible. ln order to protect ll're economic damage 10 the
fioancial structure of nrunicipalities o..rus(-d by the substitution of uncolleqtible ta(
recelvables with sound collel:tiblo receivables, on October 11,2001, Public Law No. 146
was approved alld enacted. Throrrgh tlris t.aw, thc cRlM was authoriTed 10 obtain a loan
from any qualified financial instatution and pay ifl advance the oulstanding balance of the
bonds issued and a0y related cost incLlrred foi the purchase by the Public Financing
Gorpordtron (a GDB subsidiary) otthe tox r€cei\/ables-

Residefiial real propcrty occupied by its owner is exampl by law from the paynent of
property taxes on the lirsl $ 15,OO0 o, the assessed value. For such exempted amounts,
Lhe Puorto Rico Treasury Department assumes payment ol the basic tax to the
Ivlunicipalities, except for property assessed at less than $ 3,500 for which no paynent is

made. As pat of the Municipal Autonomous Law of 1991, the exempt amounl to be paid

by the Puerto Rico Treasxry Department to the Municipalities was frozen as of lilnuary 1,

1992. ln adcliton, iJle law g6nts a tii c,(cmption lrom thc paymcnt of porsonat proPerty

l.axos Of Up to $ 5o,ooo of the assessed value to retailcrs having annual net sales of le€-s

than $ 150.000. 
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COMMONWEALTH OF PUERTO RICO

MTJN]CIPALITY OF NARANJITO

NOTES TO RASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

6. PROPERTYTAXES (CONTINUED)

The annual tax rate is 7.83% for real propcfty and 5.83% tor persona[ property of v/hioh

1.03% of both tov rales ure for the redemption of Fublic debt issued hy the

Comrnorweahh of Puerto Rico, The remaiDing p€rcenta8e is distributed as follows: (a)

5.8!o and 3.8o/o, respectively, represents the Municipality's basic propenytax rate which is

appropriated for basics and accounted for in the generalfund A portion ofsuch amou tis
rleposited in an equalization funcl togetiler wth a percefitage oJ the net revenrEs of the

Prcrto Rrco clcclronic k,ttr)ry and a sub$idy frcrm lhc Colnmonwealth o{ Puerto Rico From

sLrch fund, a dislrihulion is made rc all mun capaiitiasi (b.l 1-00% represents lhe ad valoreni

tax restricted for clebt servkie and accounted for n tie debt service Itud

Property tax revenues in the ge[eral and other govetnmental funds amounted to

$1,730,833 and $345,744, respectivety, forthe tlscalyearended June 30. 2010'

IllUNICIPAL SALES AND USE TAX

On November 8 2006, the Municipal Legislatura approved the Ordinance No 7, Series

2OO6-2007, which imposes a Mufiicipal Citizen's Contribution (sales and use tax) qt 1-5%'

The collection of sai; conlibution began on November 15, 2006' The Munlcipality

collected approximately $1,377,473 during the year efded ofl ..lune 30 2010'

ACCOUNTS PAYABLE AND ACCRUED TIABILITIES

Accounts payable and accrued liabilities at lune 30, 201O ale sumrnarized os follows:

7.

8.

!!!!!-ptr9!

SDecl.lRevenue C.rDltalPElcct Olner
F!r'r - sl.tc & rund. Sl6re& GovH,^'r'cnlal

!4eaI-GE!E tolatgd-qE Ec!.4

5 2i4213 s 32,OOO $

g 214.24i 9__lr*@ S__===- $jt^049ii01

. 61,039,691Accolrnts fraJ/dble $ 793,448

iccrued liabilities ---- q-ezo

Total $ gEjii:t$

9. DUETO OTHER GOVERNMENTAL EI'ITITIES

l-he smounis due to otner governmenla[ entitics in the general fund inctude the followinA:

-qc,vgq!0edEt-E llly
Gen€ral seMces Administrtron
Feure,nerrr SysiEm AdnrflsuEtiun
commonglrdlth of h€llo Rico Ernp lolee Assocstion
Puerro Rao lelephone
Puerto ti@ Aquecluct and seue. Author(v
Tota,

A4.p-U-0!
$ 2 a6"q

176.aO6
11_,76()
10.:294

$-ar=ir--rro



COMTMONWEALTH OF PUERTO RICO
MUNICIPALIW OF NARANJITO

iIOIES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 3O,2O1O

10- DEFERRED REVENUES

A. Municipal License Tax. Thc .Jeferred revenues of approximrtcly $603,000 in the
general {und relates to municiDal license tax collecled in tiscal year 2009-10 thal
will be sarned in fiscal year 2014!.1.:1..

E. Fedetal Government- Thq deferred revenues presented in other governmental funds
represents the ponion of federal glants received for which qualifying expenditu.es
have fiot been incurred. Defcrred revenues fronl the federal govcriment are
$10,285.

ProE!"r.t-{csqip!!9.!
Ho sirrg Prcse.vaton Glant
Child Care

Totat

A-Drerr4f
$ 2,614

i_Ir2lt

11. LONG-TERM LIABILIT]ES

Long-term ljabllity activity for the year ended June 30, 2010, was as follows:

DescrlPtion
BeginnIE SorrowLnE;s Paym€ntsor EDding Duewlthin

orAddlilons Deductlons Balance One YeaI

!o..ls 3nd Notrs Pavshlc s7,$9,mo $s,stioooo $ (57o,00o) $12,349,000 S49100O

CMrcmated Absonc6 1,499,999 267.d05 (115,669) 1,651835 112'370

Foperiy]ax D€bL Law 42 158-a-4ao ' {13,552) 673'a5a i44o3

rtMli. Rcnsymcnr Pr.tr 27,647 (105731 1?,068 7721\

oB 10 alhcr govc,n.E nrrl
*t,ir - i.,1;6 12,o1o (3.133) !!.!91 -3'134

eJ'iii""" erooeny rr* s:,484 56'3aa 90'2t2 ?:\'ea4

p.operLy ldx Det l-'treasuy -229X 

- 

--t]{2A 

73t'2

Tolar lgSZ.agI !-i,gOi,g.e3 S i713 s4Bl $'8'lr2t42 5-966-923

1. Lcgel debt margin. The Munioipality is subject to a legal debt mergin rcqlirernent'
- *ni"f, i. equal to tO% oI the lotal assessmenl o,f propeny localcd within th€

ufuni"ipuliiy'pfru b;lance of the ad valorem taxes in the debt service fund' for bonds

p"ynnib t" Ou repaicl with the proceeds ol propcrty taxes restu'icted for deht sorvice' ln

Iocirr*, uorn," rny few bonds are issued, the revcnue-s of the debt seflice fund

should be sufficient to coler thc plojected debt service requircment LonEterm debL

"-."pi 
f, G U".Ja 

"ncl 
notes payable lexcluding notes pafable to the Land Authoritv)'

is paid with unrestrrcted funds
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COMMOIVWEALTH OF PUERTO RICO

IllUNICJPALITY OF NARANJITO

NOTES TO BA^SIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2010

11. LONG-TERM LIABILITIES (CONTINUED)

2. Bonds ald note€ payable- The Municipality issues gene,al and special obligation

bonds snd notes to Drovide funds for the acquisition and construction of major

capital facilities. Eonds and notes pa}/dble outslanding at lul)e 30, 2010 are as

followsl

Iypa,al.ho nrls
1995 S€r,es
1996 sedes
1999 Series
2o0OScrics
2oo4Serl€s
?oo7 Srrics
2004 series
2OOSSeries
2008seriet
2oog Seres
2oo9 series
2OO9 Series
2003 Scncs
2OO9 S.iies

lds
7-1-10
1-1-16
7-124
7 1,25
7-1,1.O
7-1-31
7.116
7-l-L4
7-1-32
7-r 34
7.1-34
7-L.34

7 114

Original Range ol &lance at
Amunt llltercstFales .l{ne3o 2O1o

400,(}00 6.oo95roB.O0v! 0 1.80,000

275,0{lO 4.51J#! :L17,mo
56,(){)() 4.50% 39,1{0
3a ooo 45V{ 2a.ooo

i/as,OOO 4.17%to 5.00% 135.0oo
3,195,000 15396107.00'16 3,OiiO,OOo

4O,OOO 4.r5% to 6-50% 35,O0O

s8o.ooo 1.53% too.50% 630 O0O

2.68b,OOO 1.53% to 7.25ryo 2 600O@
:1iro o(x) 5 OO% tr) 7 OoP" 345 OOO

335.000 s.Oo%to 7.00% 335,0oo
3,620,000 4 75%1o 7.00% 3,620.000

1.O1O,OOO s.OLtto /.5.r+, 1,OIO,O00

225,(X)O 5.OO ro 7 50% 225 OOO

$--1?-349p4.oTotal ge n eral obligation bondE

These bonds are payable from the $peciat ad valorem property tax of 1 o0% which is

r".t i"G tor l.tf 
"e,vicre 

and retained by thc Government Development Bank for

Puorto Rico Ior such PurPoses'

Annual debl service requirements to maturity for bonds and notes payoblq are as

follows:

YEa, Endlng
t!ne 30-
20Lt

"0122013
2AL4
2At 5
2O1e 2o2o
2O2I2025
2026-243.J
2031'2035
2036-2040

Ellnei!.d
5 5OO.0OO

396,OOO
422,oCD
469,OOo
320,OOO

1,697,O0O
229O,OOO
3.235,O00
2,935,0r)0

_ a5 0@

:[ 12 ?4Q.OOO

LEIErsEl
$ 61.:109

80:J,!12
7-t8,251
765,073
739,498

3,436,75)
2,7 42 a74
1,76(}.149

5O4,rA6
3.188

$ r2.0ll4-198



COMMONWEALTH OF PUERTO RICO

II'IUNICI PALIIY OF NARANJITO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED ]UNE 30, 2O1O

11. LONG-TERM LIABILmES (CONTINUED)

3. Compensated ebsences The golernmcnt widc statenrent of net asset$ jrrcll,.Ies

approximately.$1,651.935 oi acclued slck leave and vacations beneflts'

iefresenting'the l\4unicipality s commitment to fund sLlch cosls lrom future

oporallon.s.

4. Plopelty Tax Oeb! l'his amount represent tho balarlce owed to the CRIM at June

30, 2OiO as dcscribed in Note 9, Jrorn proporty tax advances in exc€ss of adual

collectloos.

5.L|MS Repayrfl€nt Plan- Duriflg the fiscal year 20OO'2OO1 the Municipiilty

authorized t'he CRlru to retain the corres0onding portion lor the financlng prolect o(

Linc lnformation Managenlenl System Ll[4S, contractcd by the cRlM' A lotal of

$aiO,fg3 i. to O" rek;od in ten years period at an rntercst roteof-s 95% unlil

November 28, 2011. At June 30 2010, the outstand ing ba ance is $ lL7,068'

6. Due to other governfiental entity - _This amount represcnls the balance owcd to

ttr" eou"rn.unt O"r"lopment B;nk relatcrj to a loan to pay a debt to the CRIM

from the acqounts sold lo a collection agency' as described in Note I

7. Advance Plope,ty Tax ' Th is amount represent the property tax adlancesin excess' 
oiin"iror,it u"irrllv collecled bvthe CRIM duringthe fiscal vear 20o9'1o'

12. PENS1ON PLAN

The Employce's Retir€mefli Systom of the Commonwealth and its Instrumentalities

tut" i",i,-1.""t System) is a cost-sharing multiple defined benefit pension plans

Ip"r"otJ ut ani rcportecl as a ttt'mpo'ont unii.of tlre Corrm.onwealth.of Puerto

ni"o. nriiegi,rut 
"r,pl;yee 

of the Mui;cipality undor 55 years of age at.lhe date o'

ornotora"ni beqome memhers oi the Relirement System os a condition to their

ffii;ffi;i. 
"ii; n"ir".i"r svstem provrdes rctitenenl dcarh.ald- disaDili

O.rjLtlG prorunt to legislation enacted bv the Commonv\'Isrdlth's legiislature'

oi"uuiriiy i"til,..unt bensiits ale available 10 membcrs for occupdtional and non'

;;;t'a";i disabillties. Retirenent benetits depend uoon age at letirement and

ih";;;;"; ol ycers of creditable service Benefits vest after ten vears of plan

participalion.

Mernbers who have attainecl 55 yea's of age an'! have colrpleted a-t lQast 25 years

or-"i"Jlt"or" seruica or members who ha:ve attained 58 ye-'rrs of age 
-and 

have

ioarL"t"Jr"-v*ri" of creditdble seNice are entitled to an annual benefit payable

rronthlylor life.
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COM l\iIONWEALTH OF PUERTO RICO

MUNICIPALIry OF NARANJITO

NOTES TO EAS,IC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDEDJUNE 30,2O1O

12. PENSION PLAN (CONTINUED)

The amount of the annuity shal be one and one'half percent of the average

compensalion, ss deflned, multiplied by the number of years of creditable se,vice up

to twenty yeals, plus two Dercent oJ the average cornpensation, as defined, nr!ltiDlied
by the number ot years of creditable setuice in excess o,f 20 years. In no case will the
annuity be lessthan $2O0 Per month

Participants who have completecl at least 30 years of creditahlo s.:rvicc ore entltled
to receive the N,ferit Annuity. Partlcipants \rho have not attained 55 years oI age will

race ve 65 percent ot the averagc c_unpensalion, as defined; otheM se they will

rcceive 75 perceflt ol the average compensolioo, as defined No benelits are

payEble if the Participant receives a refund of his/her accumulaled conuibulions'

Commonwealth legislatio[ requires employecs to contribute 5775% Jor the first

$55O of then rrontn ly gross sala ry and 8.275% for the excess over $ 550 of lnonthly
gross salary. The Municipality is rcquired bythe same statute to contritute 9 27570

;f re participant's gross salary. Total Municipality contnbutions during the yea'

ended Juno 30. 2O1o amounted to approximately $377,247, this amounl

represented 10O% ofthe required contribution

On Septernber 24, 1999, an amendment to Act No. 447 ol May 15, 1951, which

created the Rclirement System, was enacted with the purpose of €stablishing a new

pension orog€m (Systeri 2OOO). Employee s particiFlation in the current system as

of Decembel 31, 1999, may ()lect to stay in the defioed banefit ptan or transfer to

thc new prograrn. Persons ioining the Municipality on or after laouary 1, 2000' will

only be alloied to becolne members of Systenr 2OOO Syste'n 20OO wi(l reduce the

rctire:rnont ago ftom 65 years to 60 for those elnployees who ioined tho c(rienl plan

on or aFLc. APril 1, 1990.

System 2COO is a hyhrid deJined contrjbution plan, also known as a oash balance

pian. Underthis new plan, there will be I pool of f)ension ass€ts'-"\thlch will be

invested by ERS together with thosq of the current defined beneFil plan The

Cornmonwia:ttr of Pueno Rico will not guarartee Del'lefits at r€tiremerlt age' The

innuity will be based on a formuta whi;h assumes that c'ch yelr tho employeo's

aontiirirtin" (with a minimum o{ 8.2?5% to the employee's salary up to a maximufll

of loyi) wiU be invested in on accounl which will elther: (1) carn a 
'ixed 

rdte bascd

oi'rlf." iro-y.ut oon"rnt Maturily Treasury Note or' {2) earn a rate equal to 75% of

the rsturn ;f the ERS'S investment port(olio 0ret of management fess)' or (3) carn a

combination of Lloth alternatives-
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COIIIMONWEALTH OF PUERTO RICO

MUNICIPALITY OF NARANJITO

NOTES TO BASIC FINANCIAL STATEMENIS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

L2. PENSION PLAN (CONTINUED)

Particip?nls will receive periodic account statemeDts similar to [hosc of deflned

coltribulion plens showing their acc.ued ll€lonccs. oisahilily pensions wll not be
granted underSystom 2OOO. fhc employer's contrib!tion (9.275% ofthe employeel
salary) will be used to fund the cureflt plan-

Additional information on the Retirement system is Provided in its flnancial

statements for the year ended June 30, 2O!0, a copy oI whi.h can be obtained from

the Retilemext Systcm, Minillas Station, PO Box 42004, San luan, PR 00940

RISK MANAGE[4ENT

The Propedy Depannrent is respons,ble of assurhrgthatthe M!fliclpalily's proPerty s

properly insured. AnnLlally, the propefty Depa nlent Division crcnlpiles the
inrormition of a,t property olYned arl., iLs respectrve market \ralue' After evaluating

this inforrnation, the Propetty Depadrnelt D]vision submits the data regarding the
Municipality's properties to the Area of Putlic lnsuranco Department al the

Depanmcnt of ihc Treasury of lhe Commonwealth of Pucrto Rico wlro is resDonsible

for purchasing atl property and casualty insursnce policies of all ll'jurricipalities

Settied clainrJave noi nxceeded commercial coverage in a.y of the past tJ'rree fiscal

years.

t3.

14. COIVIMITMENTS ANO CONTINGENCIES

A. FederalGrants:

The Municjpality porLicipales in a number of fedcral Jinancial os'sistaBce

programs fJndeil by thc l-cderal Govelnment. Although the Munioipality's g'ant

prolrams t,ave been audited in eccordance with the provisions of the Single Audit

Act-of 1996, through Junc 30, 2010, Llrese programs are still s!bjerl to financial

and compliance auldirs by the gra^ting agencies and the rcsoLution of previously

idenriried questloneri coie. nie amount, if any. ot exDenditures which may be

di:iallowed by such audits cannot be determined at this lime' ahhouqh the

lilu nlcipality ;lanagernent etpccts such amounts, il any notto be malerial-

B claims and Iawsuits:

'l-he Municipady is a delendant in several legpl ploceedings ihat arise in the

orclinary coursi ol the lvlun cipality's activitles Cenain. of these claims are

.ou.r",i Ov inslrance. The adminisiration believes that the ultimate liabiity' iI

any, woutd not be significanl As o result, the accomf'anying basic Jinancial

itiim,enrs do nor iiclude adiustlnents, if dnv' thal could resuLt frdm the

resolution of thesB legal proceedjngs'



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF NARANJITO

NOTES TO BASIC FINANCiAL STATE IlI ENTS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

15. FUTURE ADOPTJON OF ACCOUNTIN6 PRONOUNCEMENTS

The GASR lms issued the following gtatemonts that h.lve effectivd (iates after lune 30,
201.O:

a. GASB litatement No,54, Fu.ld Batan@ Reportiflg and coverrmcyltal Fund
'rype DeJi|itions, which is elfec'tive for pcrio.ls beginoing after June 1S, 2010,

b. GASB Concepts Statemont No. 5, Seryice Etfofis and Accomlllshntents- an
Amendment ofGASB Coocepls Statemenl.s No. 2, fhis Stateme.t prolidcs a
framework to be u,sed by thc GASB jn considering guidance for repotingsEA
by stale and local govcrltnrental eNities and ameods terminololy and other
information in GASB:CS-2.

The impact of these statcments on the lvlunicipality's basic f nancial stalements has not
yet been determined.
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COMMONWEALTH OF PUERTO RICO
MUNIOPALITY OF NARANJITO

BUOGET RY COI\4PARISON SCHEDIJLEGENERAL FUND

YEAR ENDED JUNE 3O,2O1O
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CO[IMONWEALTH OF PUERTO RICO
IUUN'CI PALJ]Y OF NARANJITO

NOTES TO SCHEDULE OF FEDERAL EXPENDITURES AWARDS

YEAR ENDED JUNE 30,2O1O

1. STEWARDSHIP. COIVIPLIANCEAND ACCOUNIAEITITY

A. Budgotarv Contrd

lh€ Municil.tolity's annral budget is prcpared on the budgetary bagis of accouniii,{,
which is lot it't accordance with USGAAP, and represents <Gparinenfaf appropriariori(
rccoromended by $,e Mayor and approved by ihe Municipat l.egislature prior to flte
teginnjng ol the fiscat year. Amcndments to the budget iequire--the Approvat of lelvlunicipal Legistat!re. Transfe6 of appropriations within lhe brdg"i, kru*n as
Mayor's Rc.sotutions, do not reguire thc approval of the Municipal Legisl;tu;e.

The Municipaljty prepares its annu.t brdget inciud ng the operations Of the general
fund.

For budgctary purposes, encumbrance accounUng is used. The encumhrances (j.e.,
purchase orde6, coltraots) ale consldered expendttures when incurred, For USGAAP
reporting purposes, encumbranccs outst!nding at year_end aro reported as
reseryalions of fund bafances afld do not constihltc q\penclitures or tiaililhies becau.ce
the corrffitments wi I be hooored during ihe subsequent year.

The unencumbercd balar)ce of any appropriatiofl at the end ol the fiscal year wiil iapseat the end of such fiscat year Other appropriations, mainly c;pitat projoct
appropriations, are contitl!ing accounts for rvhich lhe Municipai Legisiature h.rs
authorized that an unsflont balanco from the prior year be oarriccl forward and madc
available for current spending.

The annual btdget as presented in the Budgetary Comparlson Schedule$eneral Fund
is1he budgetordinance atJune30,2O1O reprcsenting the originat budEct. There were
no supplenlental a0propriations for the year arded June 30, 2010.
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REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORlING

BASED ON AN AUDIT OF FINANCIAI
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUOITING STANDARDS



Ce iJie,l Public Accouniant & Pro[essiondl Consultant

Member of:
fhe Arnericotl lrlstitute o! Ce irtal public
Accoahlants (AICPA)
Pkerto Rico Boad oJ Cefiilied public

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

PERFORIVIED IN ACCORDANCE WTH GOVERNMENT AUDITING STANDARDS

Hororanble Mayor and Members
of The Municipal Assembty
Municipality of Naranjito
Naranjito, Puerto Rico

We have audited the financjal statements of the Municipality of Naranjito as of and for the
year ended June 30, 2010, and have issued our report thereon dated Fe*uary 2L,207L.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to fjnancial audits contained in
Government Auditing Standards, issued by the Comptroller General ofthe United States.

lnternal Control Over Financial Reponlng

ln planning and performing our audit, we considered the Municipality of Naranjito internal
coni.ol over financial reporting as a basjs for designing our auditing procedures for the
purpose of expressing our opinion on the financjal statements and not to provide assurance
on the internal control over financial reporting_

A deficiency in internal control exists when tbe design or operation of a control does not
allow matagement or employees, in the normal course of performing their assigned
functjons, to prevent or detect misstataments on a timely basisi. A materia, 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 Naranj;to fjnancial sratements
wi:l not be prevented, 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 woutd not necessarily identi{y alt
deficiencies or material weaknesses. We did not identify any deficienc;es in internal control
over financial reporting that I consider to be a material weaknesses, as defined above



Compliance and other matters

As part of obtaining reasonable assurance about whether the l\4unicipality of Naranl)to
Jinancial statements are free of material misstatement, we performed tests of its
compliance with certaio 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 audat, and accordingly, we do not express such an
opinion. The results ot our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Goyernment Auditinl Standards.

We noted other matters that we reported to management of the Municipality of Naranjito jn
a separate letter dated Febtvaty 21,,2011.

Thjs repod, is jntended solely for the information and use of the Major, the Municipal
Assembly, the N4unicipality's management, the Department of Housing and llrban
Development (Cognizant AgencyJ, and federal awardjng agencies and pass,through entitaes
and not is intended to be and should not used by anyone other than these specified parties.

Stamp #2586949 was aifixed
to the o.iginal report
San Juan, Puedo Rico
February 2L,2O!7

PMB 414 HC-01 Bo\ 20034 Caguds. P@ o Rico 0072i-8900
787-78 t -7699 & 939-969-8400

erral/.. cpaqilao.lizprrahotmail..om
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REPORT ON COMPLIANCE WIIH REQUIREIVENTS APPLICABLE
TO EACH MfuOR PROGRAIVI AND INIERNAL CONTROL OVER
COI\4PLIANCE IN ACCORDANCE WITH OI!18 CIRCULAR A.133



&ilA.llao @na €drerd
CertiJied Public Accouttant & Ptolbssional Consltkanl

MeDrbet of:
The American Ifislitute ofCenified Public
Accountanrs (AICPA)
Puefto Rico Board of Ce ilied Public
AccotMtanrs

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH IVAJOR PROGRAM AND ON ]NTERNAL CONTROL

OVER COMPLIANCE IN A ACCORDANCE WITH OMB CIRCULAR A-133

Honorable l\4ajor and Members
of the IVU nicipal Assembly
[4unicjpality of Naranjito
Naranjito, Puerto Rico

Compliance

We have audited the compliance of Municipaliiy of Naranjito with the types of comp:iance
requirements described in the U.S. Otfice of Management and Budget (OMB) Cnculat A,733
Campliance Supp/ement that are applicable to each of its major federal programs for the
year ended iune 30, 2010. The Municipality of Naranjito ma.ior federal programs are
identified in the summary of auditor's results section of the accompanying schedule of
findings and questiooed 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 Naranlito management. Our responsibility is to express an opinion on the
Municipality of Naranj:to compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States, the standards applicable to financial audits contained in
Govenlmental Auditing Standads, issued by the Comptroller General of the United States;
and Ol\48 Circular A-133 Audits of States, Local Governmerts, and Non-Prolit Organizations,
Those Standards and OMB Circular 4-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance
requirements refered to above lhat could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about the
Municipality of Naranjito necessary;n 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.

ln our opinion, the Municipal:ty 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 lune 30, 2010. However, the results of our auditing procedures disclosed
instances of noncompliance with those requirements, which are required to be reported in
accordance with OI\48 Circular A-133 and which are described an the accmpanying Schedule
offindings and questioned cosis.
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lnternal Control Over Compliance

The management of the Municipality of Naranjito js responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws,
regulations, contracts, and grants applicable to federal programs. ln planning and
performing the audit, we considered the Municipality of Naranjito internal conlro, over
compliance with requirements that could have a direct and materiat effect on a major
federal program in order to determine our auditing procedures for the purpose of express;ng
our opinion on compliance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance.. Accordingy we do not express an opinion
on the effectiveness of the l,,4unicipaljty o, Naranjito internal control over compl:ance.

A contrcl deficiency in an entity's internal control cantrol ovet compliance exists when the
design or operation of a control does not allow management or employees, in the normal
course of performing their asslgned functions, to prevent or detect noncompliance with a
type of compliance requirement of a federal program in a timely basis. A material weakness
in the internal conttol over compliance is a deficiency, or combination of deficiencies, in

internal control over compliance, suctr that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a Jederal program wjll not be
prevented, or detected and corrected, on a timely basis.

Our consideratjon of ;nternal control over compliance was for the limited purpose described
in the first paragraph of lhis section and would not necessarily identify all deficiencies in
ioternal control that might be significant dericiencies or material weaknesses. We did no1

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
management, the Department ol Housing and Urban Development {Cognizant Agency), and
federal awarding agencies and pass-through entities. However, this report is not intended to
be aod should not used by anyone other than these specified parties.

/%/fi//--fr, *4 fu*A

CPA Gil Alberto Ortiz Cabrera
License 1332
Slamp #2586950 was affixed
to the original report
San Juan, Puerto Rico
February21",2O7t

PUERTO BICO
Licencla 1332
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF NARANJITO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2O1O

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

Pass-th rough
Entity Identirying

Number

Fecleral
CFDA

Number Expenditures

U.S. DEPARTMENTOF HOUSING AND URBAN
DEVELOPMENT

Direct Program:

Section 8 Housing Chojce Voucher

Direct Program:

Supportive Housing Program

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

Community Development Block Grants -
State's P.ogram

Total U.s. Department of Housing and ljrban
Development:

U.S. DEPARTMENT OFTRANSPORTATIONi

Pass-through the Conmonwealth of Pueno
Rico Transit Safety Commission:

lncentive Grants

Total U.S. Department of Transportation

U.S. DEPARTIT1ENI OF HOMELAND SECURITY

Homeland Security Grant Program

Total u.S. Department of Homeiand Security

U.S. DEPARTIVIENT OF HEALTH AND HUMAN
SERVICES:

Pass'through the Commonwealth of Puefto
Rico Family Department:
Chi,d Care and Development Block Grant

Total U.S. Depariment of Health and Human
Services

TOTAL EXPENDIIURES OF FEDERAL AWARDS

74.224

20.600

NOTAVAILAALE

97.067 NOTAVAIl-ABLE

93.575

14.47 t

74.235

NOT AVA]TABLE

$ 761,539

57,027

1,588,361

2,406,927

98,8s6

98,856

119,908

119,908

279,54r

279,547

$2,a45,232
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COMMONWEALTH OF PUERTO RICO
IlIUNICIPALITY OF NARANJITO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2010

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 4-133, ludlts orStates, Local Governments, and Non-Protit
Organizations.

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Speciaj Revenue
Fuod in the Municipality's fund financial statements. The .econcil:ation between the
expenditures in the fund financial statements and the disbursements in the Schedule of
Expenditures of Federal Awards is as follows:

Special
Revenue

Description Funds Total
Per Schedule or expenditures ot 

-
FederalAwards $2,A45,232 $2,845,232

Non -federal programs Expenditures 1,171,369 7,L7L,369

Total expenditures in the fund
financialstatements $4,016,601 $4,016,601
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COMIVIONWEALTH OF PUERTO RICO
MUNICIPALITY OF NAMNJITO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2010

SUMMARY OF AUDITOR'S RESULTS
Fina ncial Statements

Type of auditor's report issued: Unoualified

Internal Contro, over financial reponing:
> Material weakness {es) identified? _yes -X_No> Reportable condition(s) identjfied that are not

considered to be material weakness? ,Lyes _No
Noncompliance materialto fjnancial statements noted? yes X No

Federal Awards

lnternal Control over major programs;
> lvlateria I wea kness (es) identifjed? _yes -LNo> Reportable condition(s) identified that are not

considered to be material weakness? Yes X No

Type of auditor's report issued on compliance for major programst unoualified.

Any audit findings disclosed that are required to be reported
in accordance with section 510 (a) of Circular 4,133? _yes _LNo
ldentification of major programs:

CFDA Numbers
74.224
74.47 7

Name of Federal Program ot Cluster
CDBG
Section 8

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

Auditee qualified as low risk auditee? X Yes No
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COMMONWEALTH OF PUERTO RICO
IVIUNICIPALITY OF NARANJITO

SCHEDULE OF FINDING AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2O1O

SECIION II _ FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

Proqram Finding/Noncomoliance Ouestioned Costs

CDBG Condition 1O-1
Community
Development The lvlunicipality Keeps bank balances overBlock crant $5,000. L]}
cFDA 74.228

Criteria

OCAM procedures manual states that you shoutd
not Keep balances to $5,000 for non-interest
bearing account.

Cause
Cash management requires imp.ovemenl

Effect
Noncompliance with OCAM requirement.

Recommendation

ln those cases in which the balances available
exceed $5,000 the Municipality submit a
ceftification to OCAM indicating the justification for
that condition.
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COI\4MONWEALTH OF PUERTO RICO
MUNICIPALITY OF NARANJITO

SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED ,JUNE 30, 2O1O

SECTION II _ FEDERALAWARDS FINDINGS AND QUESTIONED COSTS

Our audit of revealed that the lMunicipality of Naranjito has mairtained an effective system
oI internal control over compliance with requirements of law, regulations, contracts and
grants applicable to federal programs. The.e no prior year find ings because all of them have
been resolved.
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