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IilDEPEiIDEI{I AUDIORS' REPORT

To lie Honorable lihyor and

tleinberof the Municipal Legislature

Irunicipallty of Orocovls, Puerlo RiGo

We have audited the ac[ompanying financiat shtemenb of tE govejnmental-aclililies' eeh major fund' and he

lirJi]" i-r"iritp ril-inffinitiin or urnlcrp"rnv of oro*'ls, tuetto nto (Municlpalitv)' as of and for tE

fscal voar ended June 30, 2Ot t , wtricn correciiely 
-imprise 

lituniilpatity's Oasic financial stabmenb as listed in

lil"iffi ;iffi;il ih; ilil;i;bbr;is i'! te 
"'pon'iuititv 

or Munrcipahvr manasement our

respomibility is to express 8n opinion on hese basic financial stabmenb based on our auo[

we conducted our audit in accodanc€ wih audfing standards genelally acceptsd.in tE^united shbs of Amedca

;;;;ffi;ilt-ilri."ld to nn"n"iar .uois'Jm'in* ii ewehrngt AudW sandads' issued bv ttp

c"i"t.riib"ii*r Jin" United States. rr,il tutO"rui t"qrie tat we plan and perform t1g audit b obtain

;;#;il a;u;il';il"Lliir; u*r, n.*irr .r"t"ii"nr "" 
r,"i of maEdal misslabment. An audit

ii;il* ;;id, ;; t tt u".it, .,io"n[ t'pp"ttng' t* "*'ns 
and dbclosurcs in tre bsic fnancial

iiiiliiJrf, il li,liit 
"r" 

m.rroo ,"otint-t. Ll"uning pdnciptes used and.sisnificant estjmabs made bv

managemenl, 6 lvell as evaluating U* or","ff-llit tn"tt;il slabmenb prcsentation We believe ttat our audii

pmvide a leasonable b6is for our opinions.

tn our opinbn, tE inancial statemenb |efened to above pEsent hidy, in all matedal especb' rle rcspective

financiat Dosition of the qovemmentd aaivmesi-dh ma;oi irnO, ,no ti 
"gglEgate 

lemaining tund-information of

il5'ii,"ii#ir'1.:'ii,lijiJ,-^i, # ,0i1.;il!*;;"d;ha,ses in nnarrciaiposiron trrcorforthe fscalvearhen

"i,illir 
ll,riiiiii,ty til *countins principles generallv accepted in tE united states of Anerica'

ln accodance y/ith Go€m nent Audi ng standards' we have also issued our repart daEd Decsmber 27' 2011 on

our c{nsidemtion of he tlunicipalitys intem"i*'irii o*it"intia 
"porting 

;n our Est of ib compliance witr

certain orcvisions ol laws, regutations cont*d a-n-J g*iAom*s€nd ot- matte6- The purpos€ ol$at Eport

ffl&ffiiii;;;oi,i,ri"sirq or indoi;imioGr nnarrcia reporrins and compliarrce ard tle lEsults or

[,i ,iil'.s, ;- not i"- p.rite * olinion on Jlnemai mntd o*' tn'ncial rcporting- or on omdiance rhat

EmIt is an inEqral pad of an 
"roit 

p"not"o ln tood"n i *t Aovenn(,rlt lttltru Stadads and should be

consirrereo in esessiru he lEsults of our audit

Accounting pdncipbs generally accepted in tE Unibd Stabs of Amedca equire trat he,[tanaemenfs Discussion

,t'i,iiiri[ 
"ti 

prd I hmirgh ri, and lJs;;rv comparion inrormaion on pag€s 46 ard 47 be pesented to

suoobfiEnt he basic finan.irr .rrt."nu. ",i'nlffiitin, 
attrougtl not a pad of tE basic financial sEtemenb' is

'#,ffiT,t:di,ii;.rt l&-*t^s su.d#, Bo;ti, ,t o *ntioi" l t # * essential pad of financial repodiru

ffiffi"iiffi;l:ffiffilaf,;;;.-* liffiriate onef 
.tionar, 

€coPmic' oJ-llyicat conbxt we have

aoolied cenain limited proc€du* to t'" ,"q'iJ!lpr["*t'ti'y informaion in accordarce wih auditng shndards

;Hffi;Hp#;"'fi;fiil-$d" "i#;;--fiil c0[ikJ or inquiries ot nranqement about t'e lrEt'ods

ol prcparing tle inlornation ano companng tre-in'tormation fur consistrency wfi fllimagements Gspofiies b our

i,iiiti ili!"iiJil i."*i.r ,t t *nr, 
"iO-oi#-inonr"dgJ 

we outainei Ouring our auoit or the b6ic fnancial

statemenb. we do not exprcss 
"n 

op,n"n oi pt'iot -"i '""uonte 
on he lnformaim because tle limibd

iffi',ii oli.iirirn" u! *u 
"rrn"Lnt.'t"nL 

to expt€ss an opinion or prcvi'e anv msurance'

r**'*-a-,orlsln rc.-,0*if.itrJfl'*,tlgt

End.r,ltr0{,,lcP Prr i.d.* Poonn slE 1931



ITIDEPENDENT AUDITORS REPORT

Page 2

Our audit was conducled for tE pulpose of foming opinions on the financial statements that collectively cofipise

;; it;;i;ip;lily; ;ab fnarrclat stitemens m a foor. ne accompanving scheduledExpenditures of Fedelal

e,irril ii ilii,G o, purtoses of additional ;atysis as rcquircd by'us. offce oI M€nagement and Budget

ci-Li n-isg, tua,I, or $"ro . toc,at aovemien*. ini t'tr,',-eion orgaadio,s, and is also not a required part ol

;; ;; ;;;;;i;iil;rins ih" s"h"drl" ot e,penditures of Federal Awads is the resporsibilitv of manasement

li,i 
"i.-ii,tiiJ 

t rn i.J rehb directy t tte undlrrying amounting and otter recods used to prepare the financial

,fi.iii""e ffi" ,r,to-"ton has been iubjected to trir a-uAiling procieAuras applied in tlE audit of he basic fnancial

il["i,,t 
".J.r,t"i. 

,Oditional proceOJres, inituding compiiing and reonciling such information dirccuy to the

ffi;ilil;;i;g ,,rd ot.i [.r0. useo to preiare ttre nnincial statements or to tl]e fnancial ststements

[il,,iJili,i&, i-.i-"t"i iaoir-at proceoures in acoroince with auditing standads generally acc€pted in the United

itt i-"f li,r"tio iti oui opinio'n, tne information is fairly stated in all maeriat Espects in Elation to the basic

inancial statements as a whole

Cln bqk"t'"2,
cPA Dia-Mafingz, PSC

fi(.
Certified Public Accountanb & Consulhnb
License Number 12, expircs on Decembe||, 2013

Caguas, Puerb Rico

December 27, 201 1

a'+.ffi
'+" )!"\- -4,,,Y.Fmf,

alir!atqitq



Coi,IiIONWEALTH OF PUERTO RICO

I|UiIICIPALITY OF OROCOVIS, PUERTO RICO

IiIANAGEIiIENT,S DISCUSSION AND ANALYSIS

For he Fis.al Year Ended June 30, 201 1

As manaoement of tle irunlcipality ol orocovls (he 'Munlcipalftf)' we offel he reader of he lilunicipalitys

ffi;;iHffi;t;L';;;;G';il;;; d;t"ii,"iai 
""ri,iru".'oi$," 

uunicrpariry for $e fscar year ended

;;;b, ;ili. id ;;munge rcades b ;;ider tre information presented herc in coniunction with he

lrunlclpalivs fnancial statements (beginning on page 14)'

HIGHLIGHTS

Flnancial Hiqhlloht3

.TheasseboftheMunlcipalltyexceededibliabilitesatheclo6eofthecuflentfscalyearby$30'Smillion
(net asseb).

. As of June 30, 201 1 , tle Municipalivs General Furd (fie pdmary operating tund) cported a tund balance

oi$st4,904, an increase ot $1,0i3,466 in compa son with tle plior year'

. The lrunlcipalltys activilies expenses show a decrease of $663 $ousand in comparison wih prior year

ail ;ien-li[ Jf,* 
"n 

inqeme or Sz! miniorL ooliars Ttre resuts of activiti€s br fscal year 201G11

prcduced an incleGe of net 6ssts oI $4 5 milllon'

. The tobl mst of tE unlcipaftfs mayor prcgram (Head Stad) amounbd to $7 1 million and $7 5 million- ;ildffiil;r0i0:iiH ,ooslli, ;&.rvery. rns repiesenro a oecreGe of $400 thousand (or

3%).

. The inl,esfitent in capital 6sets, rEt of clated debt for $is year is $26.3 million representing an incre$e of

$2.0 million (or 3.87%) in comparison wih prior year'

. Loans prirripal payrnenb were apprcximately $343'000 decreasing long-tem debl' A new bond was

issued for $453 000 Mich pto.""ot *tiii* 
'itir 

iti p'"h'* tq'ip'"-nt lt" l"lance due for compensaH

absences decle$ed by $49,002 dulirE bE fscal year'

. Resources avaitable br appmpiation werc $123,254 moc han budgeted forhe GeneralFund

irunicip€litv Hiqhliohts

. The Municipality acquircd the 'Pdmera lglesia Baulista 
' 
wih an acquisition co6t of $297'000; for which ne

pad $200,000 dulirE $is fiscal year'

. The ilunicipality has several impmvement projecls to ttre hffiucture of 'Banio^Gato"' wjur a budget of- 
JpitiiiiiliJriii,rgs,0m. Du'ind fl];;;iF;i a totat ot approximaetv $472'000 was invesH on these

Projecb.

. A tolal in\€sunent of $1.7 million during thE fiscal year was designated to infrasfuclurc impmvement of

tunetones' and other seu,er system'

USING THIS AiII{UAL REPORT

The finarrcial statenents tucus is on boh t|e unlcipallty as a whole 
.Govemmenl-wide) 

and on the majff

indivirual tunds. Bo$ pesp"a o Oo*,*nii;J a mal'or runO) arrow trl user b address rclevant questons'

brcaden a basis for c.mpadson tvmt to ia' Ji g"';ili;t to do*m*nr) ard enhance the Munlcipali$s

Junt"Uifity. t* l*ic tiancial saaternenb compnse hee components:



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEIIENT'S DISCUSSION AND AMLYSIS
For he Fiscal Year Ended June 30, 201 1

I . Got/emmenlwde Financial Statemenb

2. Fund Financial Statements

3. Notes to tE Financial Statemenb

Govemment Wide Financlal Statements

Theoovemment-widesbtemenbrcpo(infumationabouttheilunlcipa|ityasaWiEleusingaccounting
,,i&,iil iiii[i tJ 6-.* ** { p aesector ousinerses. They are preparcd using ihe flow ol economic

"*rrc", 
*jsr,"r"nt to.us ani fie accrual basis of accounting. The fBt govemment-wide statement -

the Statgmefll of trel Asseh - pesents information on all of $e iruniclpality's assets and liabilities, with

he difercnce bet$reen the two reporEd 6 net asrets Over time, inceases or decreases in tE
iir"i iii.lty i *i ".*t aG an indinabr of \'fiett€r ib fnancial h€alth is impoving or deteriorating other

."._trlr"ii r*t"" *ar, as fie condfion of tE Municlpality's roads and other infrastucturc may need to-

be corsidered b assess the overall h;;h oi tre liluniilpatity ne second statement - the Statement of

lai,iiit - pisens inromalion showing how tE net assets cianged duing.lhe year' All of the cunent

;;;i;r"tl;;; .rp"nses arc taken-into account in trc stateme;t of actilities Egardless of when cash

is received or paid.

The govemmenlwile stabmenb Eporb as govemlrEntat etiYfies $e Municipallty's basic services such

as oittic safew. Dublic wotks, healh and s;nitation, cultu. and recrcation, solid waste disposal' human

;;J;;-a;;6;,',il cprnmunrty oevetopmem: education and generat adminishation. These activities

ire primarity fnanced though pmpelty taxes,'o$er local taxes and intergovemmental €venues lncluded in

the golr€mmenbl 4tivities ale he go'remmental funds

Fund Flnancial Slatements

The fund fnancial slatements prcvide morc detsiled infoflnation about he Municipality's most signifcant

t noi. irnot 
"" 

a.ort ting devices hat tle Municipality uses to leep track of specifc sources of funding

and spending for parthular purposes. Some funds ae requircd by Federal and CommoN'{ealth tegulalions'

as well by bond covenants.

The liiuniclpalivs basic services ae included in govemmenhl tunds, which arc used to ecount for

esentially tire same tunctions rcpotted as govemmenhl aclivities in be govemmentwide statements

iouevei,'untitre he go,/emrcnt-y/ide shtem;nb, the govemmental funds are prepared using the flow of

cunent inancial resources [Easurcment focus and tr; modifed arruat basis of accounting Under this

"pptoach 
f,e tna*"f stat"menb focus on near{erm inflows and outflows of extemal rcsources' as well on

baiances of expendable resources avaihble at year end Consequently' the govemmenlal tund statements

omvide a detail€d sho e,,,iet t 
"it"tp, 

td*der detemine wheher thele are more or fewer fnancial

ffiffi il;i; ;; ;pt i in tre ned, firture to fnance the Municipality's programs Because this

inio*aion Ooo not encompass the additionat tong-tem focus of the govemmentwide statemenb'

.aafionii inro-"tion is provided on a subsequent i'age $at explains ttle relationship (or diflerences)

between he govemmenlwide and fund slatemenb.

The go\remmental fund sbtenents 6cus on ma,or tunds' The-lilunicipality's major funds are the general

ma i*f,i.t i"o*s fot $e main operating *tivities of tE Municipality), aM -funds that complies wi$ "
,ini"ir, 

"r,t""on 
tp"*ntage of the;ssets; Iabilities, Gvenues or expendihnes) Funds $at do not comply

J t- 0,it.tlt",ion 
"i, 

g.up; and presented in a single column as other govemmenbltunds'



l{ote3 to the Basic Financial StatementE

The notes provide additional information lhat is essenlial b a tull unde6tanding of he data prcvided in fie
govemmenlwide and fund fnancial stabments can be found on pages 20 thmugh 45.

GOVERT{MEl,lT.WDE STATEiIENT

Slalement of Net Assets

The bllowing hble plEsents a summary of tE Statemenb of Net Asseb as of June 30, 201 1 and 201 0:

COI' OiIWEATTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
For he FiscalYear Ended Jlne 30. 2011

Net assets (asseb over liabililies) may

serye over lime ao a useful indicator of a
govemments financial position. Net assets

for the year increased 87o with respect to

prior year. The most signifoant changes

werc an increas€ in lnvestment in Capital

Assets of $1,958,104 and a decrease in

Unrestricted Deficit of $1,976,233.

The laruest portion of the Municipality's net

asseb rcfecb ib investnent in capital

assets (e.g., land, buildings, equipment, and

infrastructure) for $26,277,644; total capital

asseb ($38,163,763) less accumulated

depreciatjon ($7,073,488) and less any

rclated outstanding debt ($4,812,631) used

to acquire or construct those assets. The

lilunlcipality uses these assets to ptovide

s€rvices to ib citizens and consequently,

these assets are not avaihbb for future

spending. The resources needed to Epay

the debt related to these capitalassets must

be provided ftom ottler sources, because

Cotrlmnvaalth of Puo(o Rlco

Municipality of Orocovb, Pu.rto Rlco

St.t mooi of t{.t A83ds

16 o, Juns 30,

2011' 20.10

Curentand Non-Cu(entAsseb

CapblAsseb

Total Ar8€tg

Cuneat Lhbifiles

Debrred Revenues

Long-Term Liabilbs

Total Llabilitisr

NetAsseb:

lnvestrEnt in Capihl Asse6,

NetofRelabd Debt

Resti(fi (As ResbEd)

$ 10,545,616

31.090.275

41,635,801

1,273,690

478,014

9.096,150

10,847,854

$ 10,701,479

28,637,295

39,338,771

3,373,148

666,028

9.052.347

r3,091,523

Unresti*d (Delo'0

Total l{et tus.ts

26,277,U4

4,916,482
(406,089)

$ 30,788,037

24,319,540

4,310,033

12,382,322')

s 26,247,251

capibl asseb are not generally liquidated br he puDoses of retidng debt.

Resficted net assets rcpEsent rcsources that ale subject to exbmal Estrictions on hovr they may be used

unresticted net assets ae he part of tte net asseb hd can be used b fnance day-tcday operatioN without

constsains established by debt covenants, enabling legislalion or o$er Iegal rEquiEmenb'

6



COT'i'ONWEALTH OF PUERTO RICO

ut{lclPALlTY OF OROCOVIS, PUERTO RlCo

llAl,lAGEl,lENTS DISCUSSION AND ANALYSIS

For he Fiscal Year Ended June 30, 201 1

As of June 30, 201 1 he iluniclpality pEsenbd unEsticted (deficit) net assets of ($406'089) This balance v/as-

#*t"o-uv il,ig t"- or6aiond strir'as ompensatJ ausences $i sz9'9:t and ou€r debh br the amount of

iiilofi6 rii"-l,ir, t" ilunicipalitv did nor i,'ia" t"naing in previous budgets' 
,.Histo- 

rally' such obligations

trave 6n budgeted on a pay as you go basis without pmviding tunding for heir luturc lquEa[on'

Statement of AcilYitieg

The following table compaEs the Evenues and expenses for the cunent and prcvious fiscal year'

nnronvrcalth of Puerlo Rico

ilunicipality of Orocovb, Pue o Rlco

chaog.3 in N.{ A$at3
For Fbcal Y.al. Endlng June 30'

2011 2010

R€Yenua!:

Program Revenuesi

Chang€s fu Servlces

Op€rahg qanb and Contibulons

Capbl Ciaanb and Conhubns

Genehl Rgvenues:

Property Taxes

VoluiE ol Busness Taxes

Salas and Usage Taxes

Consludon Excise Taxes

InbrgovemrEnbl

O$er GeneEl Revenues

Total Revenu€a

Expen3a!:

CrneralAdrini*alion
Publb gbty

Puuic $brts
Cufure and Recteabn

Healt and Saniblon

Solli '/\b*d Disosal

Hun6n Seru'tces and l\blhre

Pubh lnsrudon
urban DeveloprEnt

lnbrcd Cosb

Totel Exp€nsea

Changes in t{et Assett

Net AsseFBegirnhg

N.tAslet+Ending

$ 1,000,000

14,581,655

1,000,000

12,407,003

1,0e5,387

396,191

655,695

518,315

7,378,855

688867

26,315,0E5

5,257,027

606,700

2,7S6,578

867,668

465,341

150,525

1,177,171

8,r93,372

2,005,032

254.865

21,n\279
4,540J86

26.247.251

1,161,941

391,867

779,485

123,244

7,099,371

851,563

21,811,111

6,280,753

620,407

2,440,586

807,967

435,983

144,875

1,232,864

7,929,933

2,274,735
269 *1

22,117,611

1,376,830

24.870.421

I 26,241



COiIMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
Forthe Fisc€lYear Ended June 30, 2011

Figure I presents revenues comparison by sources ofthe govemmental activities during the past two years:

FIGURE I

Revenues by Source - Governmental Activiiies
Fiscal Year ended June 30,2011 and 2010

Commonwealth of Puerto Rico

Municipality of Orocovis, Puerto Rico

Revenues by Source-Governmental Activities
(ln Dollars)

'o*.*

Al .^ r- el
.".rro""o"*or." t" i.;

*"";;.3" oo" *"'*" *"."'"^*i
;X^1;.".;1"":1"'"."'d



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT'S DISCUSSION ANDANALYSIS
For the FiscalYear Ended June 30,2011

Figure 2 presents expenses by function ofthe governmental activilies du ngthefscalyear2010-2011:

FIGURE 2

Expenses by Function

commonwealth of Puerto Rico
Municipality ol orocovis, Puerto Rico

Expenses by Function
Fiscal Year 2011

(ln Dollars)

v]%

Gene,alAdministretion .
Culture and Recreation a
Hu,nan 9ruicer and Werrte u

Health and S.nitation 50lid Wasted Di!pos.l

aI

a

Approximately 54.47o of lhe Municipality's revenues came fiom glants and confibutions, 28olo from

intergovernmental, 4.2yo fom propefty taxes, and 12.4% fom other sources. The Municipality's expenses cover a

range of services. The largest expenses are geneEl administration with 26.6%,41.4% for urban development, public

works wih 14.1%, human services and welhre wilh 6 o/o, and cultule and recreation with 4.4%. Program revenues of

he Munic ipality covered 28olo of total expenses.

With respect to pior year, revenues incleased by approximately $2,500,000, due to operaling grants and

contributions from Disasters Grants - Public Assistanc€ (FE[,IA) (approximately $1,035,000), State Agency for

Emergency and Disaster l\,lanagement ($1,000,000) received duriflg this fscalyear. ln addition, due to an inqease in

the mtes lor Conslruction Excise Taxes, the Municipality increased heir levenues by approximately $395,000.



The following table focuses on the cost of each of the Municipality's largest functions/programs as 'ri€ll as each

functions/prolram's net ost (total cost less fees generated by $e programs and prcgra[Fspecifc intergovemmental

aid):

COMMOT{WEALTH OF PUERTO RICO

IIIUNICIPAL]TY OF OROCOVIS, PUERTO RICO

MANAGEME T'S DISCUSSION AI{D AMLYSIS
For $e Fiscal Y€ar Ended June 30, 201 I

Common[9alth of Puerto Rico

Municipality of O.ocovi3, Puerto Rico

Fund Balance

A3 ofJun€ 30,

2011 2010

Fund Balances:

Nonexpendable $ $

Resficbd 3,016,623 2'727 
'398

Committed 157,857 259,064

Assigned 194,334 154,'136

Unassigned(defcit) (441,941) (1,819,585)

Tott $ 2,926,873 $ 1,321,013

cornbnualhh ot Puerto Rico

Iurlcipality of OocoYi!, Pueto Rico

t{et Cost ol funlclpalitfs Govemm.ntal lcliviti€.
For Fisc.l Y€elr Endod June 30,

TotelCost of Se ices

Fu 2011

Nd Cost of SeNicea

2010

ceneral Adrinistaloi
Pubh Sabt
Pubh !tb*s
Cufurc and Recrealon

Heah and San,bbn
Soli, \,lhsb Disosal

HunBn Services and \llblbre

Pubic lnsludon
Ulban Developnenl

Ohels

Total

$ 5,257,0n
606,700

2,796,578

867,668

465,341

150,525

1,177,171

8,193,372

2,005,032

254,865

J 21,774,279

$ 6,280,753

620,407

2,440,586

807,967

435,983

144,875

1,232,864

7.929,933

2,274,735

269,541

I n,1i7,614

20ll

$ (457,518)

606,700

2,n6,578
867,668

465,341

150,525

185,538

771,595

551,332

254.865

$ 2,179,144

620407

2,440,586

807,967

135,983

144,875

306,878

705,295

1,119,965

269.541

$ 5,192,621 I 9,030,641

Those who directy benefted from the programs and other govemments and oQanizations.hat subsidized certain

p,og;ri *,t, grints and ontibutioni frid some of the cost of goyemmentat a€livities in 2011. Oher general

[rinrt" in.rroii,g p.p"Ity, volume of business license taxes, and the sales and usage taxes and intergovemmental

Evenues subshntially coverBd he $6,192,624 net cost of services.

THE i'UNICIPALITY'S FUNDS

Govemmental Funds

The Municipality imp{emenbd GASB Statement

lA, Fund Batance Repofling and Govefinental
Fund TWe Defrn i$s *feddve with Ule June 30'

2011 fnancial slatemenb. Fund balances for lhe

govemmental funds are reponed in classificathns

that comprbe a hielalchy b6ed on the extent to

which the govemment honoE constnints on he
specific purpo-ses for which amounts in those funds

can be spent. The June 30, 2010 funds balances

,ri€rc rechsmed for comparalive purposes. The

following tabte presents a compadson of the 2011

and 201 0 tund balances;

10



COMMONWEALTH OF PUERTO RICO

i,lUNlClPALlTY OF OROCOVIS, PUERTO RICO

last year.

MAMGEMENT'S DISCUSSIOI'I AND ANALYSIS

Forhe Fisc€lYeal Ended June 30, 2011

As of tte end of the cunEnl fscal year, the Municlpality's govemmental.lunds.(as prcsenled on tle balanc€

.tit i. p"g"t 16 
"rd 

rf reportei a ombined turio *iian& of $z'g mittion' \r'hich increased ftom l6t veais

iot"i ui Oi .o-rirrion. sor" of f* gorerrent l tunds are capibl expendituIe orienH and' fiercfore' may rcnect

caoitai exoenOitures. The Cf,ne;l Fund ex[rienced a $i,otS,l66 increase fom a tund balance deficit of

ililsoi [.i "iui*f 
i. the prcvious year toa tund balance of $518 904 at $e end of the curcnt year'

At the end ol the Fiscal Year 2011, the General Fund reporH an Unassigned Fund.Balance of $168 713, Mich

i. 
"rriLli"fo, "p"nOi,,g 

at govemments discrction. ln order to accomplish wih fie pmvisions shted on our

il;;; tr-at 
-6#;tA't'" 

oAse st E ;nt H0 54, regarding tre Minimum Fund Balance Policv' the

irunicipallty is in the pmcess of making tle anangements to comdy

Budo€tarv Hlqhliqhts

Dudnq tle culrent year, tle Municipal Legislature revised he lilunicipalivs budget seYeral times increasing the

Iffirlioiiiii Sl,ori,ois tr.e i"g"s i6 
"nd 

az for budget to &1ual cohparisons) The curcnt vear operations

resuhed in a $459,539 net profit,lor budgetary pumoses

CAPITA ASSETS AIID DEBT ADIIINISIRATION

Capihl Assetg

At June 30, 2011, tre Municipality had $31.1 million invested in a variety ol capltal es€ts' as reiected in tlE
'fod;ifu;il, 

"lith;p*t 
is . i,et in.te^" iaooitioni 

-res 
aepreciarioni ot E2'5 million or 4ol" from the end of

Coflftn$talth of Pue o Rlco

unlcipality of Orocovis, Pueio Rlco

CaPitalABsetl
AsofJune30,

Govemmental Activiti€s

Ni1 2010

ilon.d.pEiable asaetl:

Land

Constudon in Prcgress

0eprcciable a$etl:
Buidhgs

Equip[Ent and Vehkles

Furnfure and Fixlrres

$ 6,852,834

6,412,646

10,424,632

129,170

152,592

1,271,588

5,843,813

$ 6,798,634

5,56S,340

10,480,005

fr4,n4
183,138

1,102,192

$ a,m7,29!

Heavy EquipiEnt

lnfasludre

Total $

11



COIIT'OI,IWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

IIANAGEIIENT'S DISCUSSION AID AMLYSIS
For he Fis.al Year Ended June 30, 201 I

Debt Outstanding

As of year€nd, he Municipality had $9,096,150 in debts (bonds and other long-tem debb) outshnding compared

to $9,052,?17 of last year.

Outstanding Debt at Year.End

Commonvcal$ of Puorto Rico

l{unicipality of Orocovl3, Puetto Rico

Outsbnding Long.Term Debt

A3 ol Jutro 30,

Gov.mmenbl Activitier

2011 2010

General and Special Obligalions

Law No. 42-[,] RCC

LawNo.146-MRcc

LIMS. MRCC

ChdstnasBonus

Defened Crcdib

Com pensabd Absences

Tot l

$5,346,000

902,89,|

70,685

3,632

185,376

7,635

2,579,931

$9,096,150

$5,236,024

923455

74,61

10,582

172,586

6,716

2,628,933

$9,052,v7

iiluniclpalitys long-tem debb is presented in Note I b he

The Municipality mde pdncipal payments of $343

thousand duing the cunent year' ln addition, a

special bond \ras issued br the amount of $453

lhousand.

The Municipality levies an annual special tax of

1 50% of the assessed value of real prcperty located

within the Municipality, which is not exempted by

law. The prcceeds of his tax are requircd to be

credited to he Debt Service Fund for payment of
qeneral obligation bonds and notes of the

Municipality. The amount ol general obligation debt

that the Municlpality can issue is limiH by law to

10% of fre tobl assessrnent of he taxable prcperty

located wihin the boundaries of ltE Municipaliiy The

outstanding general obligation debt of $e
Municipality of St.4 miltion is below the legal

timitation. More detailed infomatbn about tE
Basic Financial Statements.

ECONOTI|G FACTORS A D NEXI YEAR'S BUDGET

The llunicipality is a politjcal legal enlity witr full legislative and adminlstrative porxeE in e'rery arca of municipal

sd6;i;.if;ili p",p"h,at existe-nce a bgat peEo-natity, separate and independent frcm tre central govemment

ii iuitto n"". Tl," rriunicipal Govemment compdses trc executive and legislative branches The execulive power is

"*",ii,* 
uiir," furv, 

"id 
$e legislati'/e by tiE Municipal Ass€mbly, which has 14 members The Mayor and the

l\,lunicipalAssembly arc elected every hur yeaE in general elections

The i/tunicipality povides a full range of servbes including healh, prlblic uto*s, environmental control' education'

orlrt ."t"tu. ou t no*inq and co munity developrnent iulture and recreation as well as many other genecl and

Ii.iiitrif,;"Eiri*. itJ uunlcipatityt'principai sources of revenue are pmperty bxes, municipal license taxes,

contibutions by the slate golremment and federal grants.

The Municloelitv's elected and appoinH offcials considercd many factoG wtlen setting the fiscal year 2012 budget'

rji"" }-iii'6iilir; i-.i-i,iiii,iil *,i.r, ij .n""t"a oy tl. poputi.rion, hmiry income and unemptoyment srowth of

the unlcipality.

The Municipallty has a higher unemployment rate compared to all municipalities.in Puedo Rico As of October 20'l'1

th;;;fii;il;.i A o:t tle urii"ip.rltv auengeo za.s% as.comparcd to 16 1olo in Puerto Rico (source

Oepanment ot Lalor and tluman Resources of the C,ommonrvealth of Puerto Rico)'
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COMMOI{WEALTH OF PUERTO RICO

IIUNICIPALITY OF OROCOVIS, PUERTO RICO

MAMGEMENT'S DISCUSSIOI'I AND AiIALYSIS
For he Fiscal Yeal Ended June 30,2011

The abov+mentiorEd hctols, among olhels, werE taken inb ecount Men adopting the uricipality's budget for

fscal year 2011-12. Amounts available for appmpdations (revenues) in the General Fund Budget ale $10.5 million,

an incEase of 3% over he 2010-m11 original budget of $10 million. Poperty taxes and otlEr local cha0es for

services, licenses and pemits arc expected b lead this inc|ease. The Municipallty will use the incrEase in revenues

to finance prcglaflE r!€ cunenty offer and to mount for fE defcit efiect on lhe resources available to expend.

Budgeted expenditurcs ale expected b dse slighty below of revenue incleases.

lf tiEse e6timates ate lealized, the Munlclpality's budgetary General Fund balance is expecled to increase modestly

by the d6e of fscal year 201 1-201 2.

AIIERICAI.I RECOVERY AXD REINVESTMEIIT ACT

The Municipality Ecei\€d the following federal awads tom lhe American Recovery and Reinvestment Act dudng

fscal year 2010-201 1 i

CFDA Tot.l Total

Fed€nl Proqram Numb€r Avrad Expended

Conrruniv Dev€lopfiEntBlod G.ang Sbts6 Program (SBGP) and

Non EflXenEnb Ganb in Hawai (Sbb Adninhbred gtEl Ci[€s

Program (Clusbi

HonEles$ess Prcventon and Raptd Re.Houshg Program

Head SbrtProgmm (Clu*r)

Energy Eftiency and ConsoNalon Bbck Gant

Total

81.128 160,000 13,700

t1.'r98,998 s508,{69

14.255

14.257

93.708

$245,000 $223,599

314,176 140,268

479,822 130,902

CONTACTING THE ]iIUt,IICIPALITY,S FINANCIAL TIANAGEMENT

The Municipality's fnancial statemenb arc desbned to pEsent useE (citizens, taxpayeE, customerc' investoE and

cr"o1o"t ri,t, i genenl oveMew of fie Municipalltfs fnances and b demonstrate the Munlcipality's

aoountjuifiV br de money it Gceives. lf you have questions about the report or need additional fnancial

information, ionUct tre l{unicipaliys Oirectoi of Finance Office on the 2{ floor of he City Hall, State Road #156,

P.O. Box 2106, orccovE, Pue{o Rico 007m.
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Co rcxlrEAllt| OF PUERIO RICO

MuiltctpAllry ORocovts, RlER-Io Rlco

STATE EIfi OF NEI ASSEIS

JuxE30,20l'l

GOVERN ITENTAL

ACIIVITI ES

ASSETS:

Cash

Cash wih FiscalAgent

Receivables (Ne0:

Federal Granb

Due iom CiovernfiEnt U nib

Sahs and Usage Taxes

Property Taxes

ohers

Debrred Charges

Capibll€6eb:
Land, lrprovefiEntand Construdbn in Progress

Oher Capibl Asseb [Net of Depreciafonl

Tohl Caphl Asseb

TOTA ASSETS

LIABILIIES:

Accounb Payable and Accrued Expenses

Accrued tnbrest

Due b GovernnEnbl Unib

Debrred Revenues

Long-Term Liabilites:

Due Whin One Year

Due in More lran One Year

TOTAL LIABILIIIES

I{ETASSEIs:

lnvestrEnt in CapihlAsseb, Netof Relatd Debt

Resticbd br:
Capibl Proiecb

Head Sbrt

Debt &rvice
Comrunity DeveloPrEnl Project

Unrcsritd (Deic0

TOTAL I{ETASSETS

2,020,410

1,959,'t64

5,933,277

92,688

47,428

28,015

435,538

29,096

13,265,480

17,824,795

31,090,275

41,635,891

1,068,970

77,815

126,905

478,014

2,s86,676

6,509,474

,l0,847,854

26,277, 4

216,459

3,020,011

1,152,591

527,421

(406,089)

S€e acorFanyjng lloies to Easic FiMn.ial Statomenb.

s 30,788,037



Co xo YiE LrH oF PuERro Rrco

MUIICIPALITY ORocovIS, PUERIO RrcO

SIATE El{r oF AcTrvmEs

FoR THE FISCAT YETR EXDED JUilE 30, 2(l.I I

i4ayor ffd Munk$d Asssrtly

ttunEn S€ftic€6 aid ltEErc

lnbr66ton Lo.g-Tem Debt

Tot|lcov.mm .l r.divnh.

E&an...

t m1,851

4,565,176

6{16,700

2,7 ,578

867,668

165,311

150,5I
1,117,171

2,m5,032
8,193,372

254,855

ot.Etiig
Ch.q6tor GEdt.nd
s.rb€. cont,buibir

s$,,*,T 4,714,v5-

991,633

1r53,700
7,421,m

c.pt l

coftlbuilon.

$-

tl.t (Elr.n3e)

(s- x.n Pago)

t (691,851)

1,149,369

(606,700)

(2,796,578)

(867,668)

{46s,311)
(150,525)

(105,538)

(551,332)

rr1,595)
(254,865)

6J9aa21)

966,787

138,6@

055,095

336,191

518,315

7,378,855

x1,705

957,262

10,733,410

tJa0,7E0

26,247,25'l

L__qq,!g

121J1128 i_-I!q@ . !!419{

Ptlp€OTa,cs, levin tu Ger'€ral PuryG
Prop€llTdegbvi{fi Dtblse te

VotrlE o{Btd€.s Ta(6
Cd*hrcbi B&. Tax6

cHrxGEs N t{EttssEIS

Neus8e€ - 8€lhnllo olYear

IIEI 
'SSEIS 

- EIIOIIIG OF YEIR

see accompanyi!'g Notes lo Basic FiMnoal sbtem€ils.
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Co o WEALTE OF PUEETO T{CO
BALA CE SHEET - GOIERX EITAT FUNDS

JutlE 30' 20i t
MUNIcIPALTTY OF PUERTo RICO

GElrlRAl

FU},ID

HEAD START

FUI{D

OTHR TOTAL

DBT SRVICE @VRI{IIE}ITAL @VRilTG TAL

FUND FUiID6 R'iID6

ASSETS:

Can
c ah x,ih Fmd Agdi

Sdes ad u sQE Taes

F€d€r, Gl,G
D€ftrn OtE Fuis
Dueffi Go/sriBrd Ufib

ofi€. R€ceivdC€s

LUAILIES ,rrlD FUIo BA-AI{C6:

Udii€sl

Bon a1d Nobs

DrE b Go/cmwld UriE

DE b Ots Fuds

D€gId Revdr.€s:

VdrE d BLrnBs Ta

Cdnmod'ir€dtl d P(gb Rico

Fed€rJ Glat

Totc uulili€

Fud Bdar.B:

R6ticEd

Cdnmibd

Asigl€d

UrE$siFd (Ddci0

Td FLrd Bdrt6

Toaa U&lllte. .d Fuld Bd.L.6

11,m $

47.M

1,2421fi
92688

,P31- I -$
1,2@,3S1

28,015

1,7@Zt6 $

7$,m
2,c,0,410

1,958,164

a,fi5
47,m

5,gB,m
I,m,$1
5n,%

4,94U,358 s,91;

435,538

t 1.s'r4 3 518165 3 1 Bo,{r I l$t 56

sGl

126.$5

31,2/6

N,747

0,688

75,4m $ ,$
321,0m

77,815.

*,1 '

1.242:1$

1,068,9m

321,00

7,815

126,$5

1,2n,$1

N,747
92,688

5,643,524,89,€S7 745,&5

m,6'm 49?3,167 398,Ei5 2.513,426 8,863,07t

15t,857

194,334

166,713

,m &31,591 1,$8,7v 3,016,6,3

157,85I

194,334

(441,941)(6m,664)

25,N 1351.080 2S6'&3

!-___-11e165 l_--l,aq{s 1----}s456 r---.1u8','g51

518,$4

$ l,r6,t1

S€e ac.omp6nvino Noies to Basic Financial sbteflenb'

t6



Co rc [EArrH oF F,rrERro t{co
ilui,IctpAlrly oF ORocovts, PUERTo Rro

REcoilcrlraflo oFTHE GovERN EIITAT- Fu os BA|A cE SHEET

TOIHE STATE EIIT OF NEI ASSfiS
JuiE30,20t l

Tobl Fund Balanc6-Gov€mment Funds {Page l6l

Anount repo6d br Go\emmenbl lcli,ilies in he Shbment of Net Ass€b (Page 14)

ale difrrcnt because:

CapiblA6seb used in goEmmenblacli liesare not fnancial rcsources and herebE

are not rBporbd in he fuflds. ln he cunenl period, hes€ amounb arc:

Non Depreciable Capihl Asseb

Depreciable capibl !6seb

hfiastuctlre rasseb

lccumulabd Deprccialion

Tobl Capibl Asseb

oher kseb used in go\emmenbl acli$lies are not financial rcsources and herebrc

arc not Bporbd in h€ funds:

D€Ered Charges

Some of he l, unicipality's rcEnues will be collecbd aner lear€nd but are not a\iailable

soon endrgh b paybr he curent pedodt expendibrcs and herebre aE debred in he fundsl

SBGP

Christnas Bonus ReimbuIsement

Head Sbn Prograrn

Tobl Debn€d Re'Enu€s

Some liabililies are not due and paFble in tle cuoenl pedod and heretore are not rcporbd

in hefu nds.Those liabililies consistof

General obligalion Bonds

Special obligalion Bonds

Debned Credib

Law Number 14&MRCC

LawNumber42-I RCC

LMS-rrRCC

Chdstnas Bonus

Compensabd lbsences

Tohl Long-Term Liabilitos

Tobl et Assets of Gov.rn mental Ac{viti8 (Page 14)

$ 13,265,480

18,467,509

6,$0,n4

r/,073,488)

526,558

92,688

4,897,697

(1,343,000)

{3,682,000)

(7,635)

(70,685)

(902,891)

(3,632)

(185,376)

(2,579,931)

3 2826,873

31,090,275

29,096

5,516,943

(8,775,150)

t 30788,037

S€e accompanying Noles to Sasic Finanoal SlaErenls

n



Co rcxvrEAll[ oF PuERro Rco
iluflcrpalry oF ORocovrs, PuERro Rro

SIATEITEIfi OF REV€ilUES, EXPENDIURES, AilD CHATIGES

II{ FUilD BALAI{CE - GOvERI{ilEilTAL FUI'OS

FOR TIIE FISCAL YEAR EXDED JUXE 30, 2()I I

GEIBAI
FUI{D

HAD START

FUIID

OTHER TOTAI

DBT SERVICE @VERII EI{IAI @VERN ETIAL

FUNO FUNDS FUI{OS

RBIEIUES:

Vdune of BEirEss Taea

Sde axl Uses Ta(es

F# GrflE

C0Bhr{dr ExcbeTa(e6

EXPB{DITURES:

Culgt
Ma/rad M'i{4d l4bhr€

Prtlc Sdry

H€€fi ad SriEcr

HtrB sdiE ,n lYdk€

c4'a OLnay

DeUSsvke

Bdd lssusCGs

PdrEld

l.E!6t a{ OtEr ciEIF

Td EQ.rdtun

acEss oF REI/E{UE6 OVR (lJtlDR)

E(?EIDITURES

orHR flilArcllc souFlcEs [rsEs):

s5,ffi $

s,191

@7n
7,X

caz460
518,315

31,48

651,&

13qm0 I

332,917

1,095,387

3$,191

6f6,6€5

10,7122s

11,9{Z1Or

518,315

31,7!5

66jt,N

7,119,3n a5&5,m6

3,570,m4

r1,262,70t 7,119,!n 171,5t7 7,t55,710

503,370

29009,305

a1,851

3,887,170

561,217

2192114

613512

165,341

150,525

naTa
1S,261

6,116

2.152

7,162453

4,65e

325.S

973,829

1,S916
3,138,583

@1,851

4,3S,840

$1,211

zlsz111
618,171

465,311

150,525

E,266,1$

1,17!,0S

2,m5m2

3,161,035

ZN
584,!01

251,S5

2,M
591,94

264,866

qEqflt 7,$e1A 6,945,347 21,85q{5E52,031

1,366,0$ 6xo6) (30,517) aq3a 1,tt,860

313,597

4$,m
q,a2
(426s)

63,0m

351,880

(351,88s)
(342624)

ToA Otl, Fln'|clng Sourc.. sd UL 
-----gg)

313,5e7 &vl (5q0m

lra ctigo ln Fuid B{$.- J !,013,466

F,,n BAe - BeidrE. E Rba$*\ (1s4.56a)

.r**-or.o-r,r*u l\ ""! **\rlP-
4iu\'

s€ ,.dr$anylrE llocs b Easlc Fmd, dlaurgtr.

(q076)

m,cu

(r6s)

898,511

702,9

648,m

1,Oq$o

1,U1,013

4En a t 1,351,080 t 4r2q8l3t

18
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CflXOflYTEALTH OF F'I.,ERIO TIEO

Mui, ctpaury 0F ORoco,rs, PuEilo Rrco

RECoTICILATIoII oF THE SIAIEIEI{I OF REVENUES, EXPEilDITURES, AXO CHA}IGES

FUNO BAI.A}ICE OF GOVERXTEMAL FUI{DS TO IHE STATE EIfi Of ACIlvrIES

FOR IHE FISCAI YEAR EflDED JUIIE 30, 2()I1

NetCh.ngo in Fund B.lenc.s-Gov.mm.ntFund8 (Pago l8)

Anounl reportsd br Go\emmenbl kli'ilies in he Sbbment of ,qcfftes (Page 15)

arc difrrent because:

Go\emmenbl funds rcpori capibl ouiq6 as ependifues. HorcEr, in he Stabment ol

lclililies he cost of hose asseb is allocabd o€r heir eslimabd usetul li\es and repoftd

as deprecialion e&ense. in he curenl period, hese amounb arc:

CapihlOutaF

Deprecialion E pense

E&ess of Capibl outays oler Deprcciaton Epense

Re|enues in he Sbbmenl oflcli,ilies hat do not proide curenl financial rcsources are

repofud as rclenues in he funds and Vco Eca:

Head Sbd

ChdstnasBonus

SEGP

Bonds proceeds proide cufient financial rcsources b go\emmenbl funds, but issuing debl

increase Long-Tem Liabililies in he Sbbmenl of Net,a6seb. ln he cunenl p€riod,

prcceeds r€cei\Ed was

GoEmmenbl Fund Repori he eftcl of Bond bsuance Cosb as Ependiture when Debl is fi6t

issued, and amorliEd in he Sbbment of klitilies. T his amounb is he efect of hese diftrcnces:

Bond l$suance Cosb

Anorlialion of Debred Chargps

Repaynent of long-brm pdncipal is expenditure in he go\emmenhl tunds, but iseling debl

Educed Long-Tem uabililies in he Sbbment of Net,a6seb. ln he curent pedod

rcpaynenb \N€rE

Some e&enses rcpo&d in he Sbbment of,act\ities do not Equke he use of curent

financial resouces and tlerebre are noi rcporbd as e&endifurcs in gocmmenhl funds.

These eli,ites consisl of

oecrease in Christnd Bonus

lncrcase in Compensabd lbsence

Tohl Addilional Beenses

Change in Net As9.ts of Govemm.ntal Actvlti.s (Pag. ,5)

2!52,980

n2,4@
6,395

(3,035) 305,760

(453,000)

594,904

$ 3,161,035

(708,055)

(12,790)

49,002

(2,265)

335 (1,930)

$ 1,605,860

36,212

3 1.540.786
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NOIES TO THE BASIC FIIIAXCNL SIATEIIEI{IS
CostoxwEALTH oF PUERTo Rlco

FoR IHE FISCAL YEAR ETIDED JUXE 30' Ml'I
i,UTICIPALITY OF OROCOVIS, PUERTO RrcO

I. FIMNCIAL REPORTING EIIITY

Ih€accompanyingfinan.jalshtementspres€ntinfomaliononhefnancjalactivitiesof,heMun|cipa|ityoforocovis,PuedoRico
Ouniclpality) over which 0re fvfayor ano ne rvunicipaiGidature' have dircc{ or indircct goveming and fscal control' These financial

slatemenb havs be€n prepr"o ,n **n, tiii-ffitiiiil-tipiii gltiiaiv 
"t*d; 

in rhe united states of America (Glw)'

the provisions of he bltowing core.,"na ;H;;;g iti'ii"'oi ed; iceSal $'tment have been implemented for he vear

ended June 30,2011:

GASB StateflEnl No. 5,4, Fu d Batar|.,' Repodiry and Govfilrlenlal Fad W Defrnthns 
- -

GASB Shtement No. 59, Firancid In$n;;;; 
-Annius 

(The l4unictpa@ does llo' hale finanoal rcpodjng and disdosure

reouiremenb of certain finano,' 'n't'""1['til*if'li 
it'"i'""i il"rt'r"i*rtia' tignifcant issues have been identifred in

praclice lhat shoud be af6cted by his $atemen' )

Oryanizatlon

Tl1e unlcipallty w6 founded in he year 1825, and operabs as a govemmental unit of he Commonwealh ol Puedo Rico under he

Law Number S't of Augusl30, ,,,'' *no* t" iei"iiHi ii'unilpafto-i* or n" co'monrrreslh of Puedo Rico'' rre govemmenlal

svstem of ure lrunlcipellty i. .ornp*"d or r'" #Jii"#''ii"ilitt* o"ai"t' ltt n'rayor h tle chief Exedrtve officer and is elecled

everv tour vea^ in he genera eeaions o nl" im"oi,,,"uifi oi pr"rt" nico. rr," bgislative body consists of 14 Legislato6 also

"r'""iroln 
d" g"n"rr"r;lions of Puerto Rico tor a bur'year period'

The l{unicipality Fovides seNices sudl as: healh public wods' sanitaton' aids and servicas lo lowjncome and eldedy citizens

Dublic safelv, housing and u*n o"*'or'"nt,'i'iti'"'ani-'"*triin 
-pr"nni"g 

'o"ins 
and oher generaland administralive seruices

ii?"oiiffiJii""iivlti Municipalitv is exempl lrom boh lederal and stale laxes

A- Roponing Eiilty

A repodjng ent'ty is comprised of (1) he pnmary govemment' (2) component unil organizations for whidl tle primary govemment is

finandat ffiuntabre (btefld* .orpon"n, ,n6liiiii'"ii"i ir6an#ton, r"r *t'un- 
_tle 

nature-and siqnificance of $ek relationship

wih he primary govemm€hl is $rdr hal ;'iG;t';;iJ;':; t" reporting entity's finanoal slaleflenis b be misleading or

incomDteb, and hey are nnanciatty a"orrnJfil"i" t" pri."ry g"r**.t (dis.tele.conpon€nt units) The pdmary govemment

consists of a, tunds, d€partnenb, t""ro. it"#ri.i'iiia'"il noi tegatty s"parare from he Municipalitv and for whidr he

t uniclpalig is financial accountable'

The accompanvjng bsic fnancial slatemenrs indude all departnenb and organizationl!:'!-I:* tundt 
"" 'nder 

lhe orstody and

.rrntrol of lh€ ttuniclpality ln 
"'a*t"g 

t'"-t"nl"iP"i'ity a5 a reportrft entity ll*"1:' n* addressed all he potential

com.onenr unih. GASB Accounting stuno",i. dJii"ilo"'s*rio n im, keoortno e, ty:ry &,r'ponent unll Prssentation and

oisciosure, require6 he indution ot o'gtni"i;;';;i ;Jii-nora ru"at r' tti' airect beflefrl of he pdmary govemment'

6A58Accounrinsstandard.c"dmrtelryYj;00;Tllff"l5ffiTfi:"tr11ffi#|fl;ffimr':fl.ili';il##:ff

S#""Hflli,",lii;Il$lili.lT,Hlo,B;;;;;;;m'Jgoveminebodv' and.he.iuii"ip"ritv{luiritv-mi'po'" is"itt

on haiorganizaton or he potentiur ro' m o'il1'#o;L"p"iii speiic nnociar b€irens b or impose sp€cific financial burdens on'

tlg lilunicipality

There are tvt/o met,ds of pre6entation or he component unir in h€ financiar sratemenb: blending - lhe fnancial data of he @mponent

units balanc€s and tansacliont 
'n " '"nn"'!n1iffi'['inl 

p'o*uio"-"i rt" u*r"ipalrty's-balancei and discrete - presentatbn of

;lllffiffii;ii;"*;"iiaii" 'r"t'*p"i"r" 
mm ire ltunicipalitv's tatances and tansaclions'

The relatve importance of eadl dilenon must be evduated in light of spedfic cirdmstanc's in-order to delermine whici components

unib are ro b€ induded as pa,r 
"r 

t 
" 
*p"iis;ity]6ipe#c evatriations ot tre crlteda applicaHe to h6 tttuniclpallty indicalo no

orcanizations moet he criteri" 
" 

* 
"o'iJ"#ti*"'Li"'s-1"'oi"glv 

u'"" basic financial statemonb pres€nt only tie

[;niciP.lity as tl. repoding sntity'

Thesefinanoalstabmentspresenlherespediv€fnancialpositionofhegov€mmenta|actililieseadlmaiolfund,andheaggreoate
remaininq tund informaljon of n" r'lrnr.,p",ffl", i]rl]'i6,:lij i. 

""a 
url*p""u* danges in financiai positon ' where applicable'

lhereof for he fiscal yoar hsn ended 
2n



Corf,o uEArTH oF PuEtxo REo

MUI.ICIPALfi oF ORocot,Is, PUERTO RrcO

NoTEs To THE BASIC FIIIATC|AL SIATE ETTS

FoR THE FISCA! YEAR EilDED JUIE 30, 2O,I 
,I

2. SU MARY OF SIGNIFICAI{T ACCOUI{TING POLICIES

A, Financial Statement Prssentdon

The basic finanrial statem€nls of he l{unicipallty have b€en prepared in confomity wih accounling pdncipl€s generally accepted in

he United Sbled of Amedca as appticabb ta bcal go'€mmenbl uniB. The basic financial shtemenls indude boh govemm€nt'wide

(tiea on tre fifunictpatity as a wirote) and tund fninC* slalements, which provide a more detailed level of fnancial informalion. Botl

itre govemmont-wiae ind iund financiai stalements (wiurin tls b6ic financial statemenls) categodze pdmary activites as govemmenlal

tvpe.

Tle financial informalion of he Municipallty is Fesenbd in his repod as follows:

Itanago,,ra,.t's Discussio/, end Analysis

Managernents disdlssion and analysis is rcqui|Bd supplemenbry informalion hai intoduces he basic financial sblements and

Eovides an anaMical overview of he t{unicipaliys financial activities

Govemment-wido Fnancld Sat.nrcr6 (G[FS)

The GWFS (he Sfrlerent of I,Jet Assets and he statenent of,4cltu{ies) rcpod infomalion of a[ he activilies of he Municipallty For

tre mosi part tre ema of intertund actvity has been rcmoved from hese fnancial statements. Govemmental acliviljes, whici normally

i" .rppirtit by bxes and inbrgovemm€nlat rcvenues, are Eported separabty from blsinec+type aclivilies, which rely, io a

sEnificant exbnt, on be6 and darg€s for support.

The tudls of he Staloment of lvef i4ss€ts is d€signed to b€ similar to botlom line resulls tor he l{uniclpality's govemmental aclivjties

ana tr,ino" typ" *firities. this sbtement co;bine6 and consolijales govemmental fund's dlnent fnanqal @sources {short'lem

;p""d;b ;d.;at .ih ."pital ass€ts dd longFterm obligalions The State,,'onl of lvol Assets ples€nls he reporling enlilies' assets

;nd liabilities, wih tire differince reportC as riet asels.-Net assets are restricted when constraints are daced on lhem hat are

imposet Uy i*ema parlies or by iaws or regutations. Designations sotely impos€d by he t{unicipality's management arc. nol

p*i"-nt"o ir i"stial *t ass"t . 
'Wren 

ooh dticreo ana un-resticted resources are available for use, $e lilunlcipality's policy is to

use tle GstrcEd rcaources filst

The st6lement of,4ctiy,ites demonsbates he degree lo wlirrl he direcl e46nse5 of a given tunclion or segmenl is ofiset by program

revenues. Drred expo,ls€s arc ho6e hal alg;eady identifiable wib a specfic function_or s€gment. ln addition, b h€ extent hat

inoiraa -us * 6no""t"a o u" varbus tunctionl, he progEm expenses wil indude boh dircct and indir€ct costs. Program

Revenuos indude chaEes to *.or"o o, ippiions r'rrir pirralase, use, or directy.benefit tom goods' services' or p vileges

prrioJ Oy 
" 

gi,,- tu-nclion or segment, ana' grants anO ;ntibutions hat are resticied to meeling he operalidal or capilal

iequiremenfu of-a partic,lar funclion or segment. Tixes and oher items propedy erdudod from p{ogram rcvenues are repoded instsad

6 general levenuec

Coyall./,nonttl Funds Fin./]lci., SlrhroorCt (6FFS)

Ihe GFFS lhe Bara0ce Sheet, and $e Statornerl of Reve, @s, Expenditues and AlangeJ i[ Fund Baiarcol provide infomation about

ii;fi;;;awb tu;A Th; emphasis of tund fnancial statements is on maior govemmenhl tunds' eacir displayed in a separaG

column. Non{aln funds are summadzed inlo a singte @lumn'

Tradilional users of govemmental finanaial sbtements will find he Fund Financial staiements pres€nlalion morc familiar' The fodls is

o. ,a", t.iri, "tiit, 
te previous financiJ modet,s tund types. This is tte manner in whidt hese tunds are nomally budget€d.

ini. ft*.t"6i O"*r"A,o"t rppropra" o (f) a".onsfate legatand covenant complian'e',(21 demonsbate h6 source and use of

riquia"resources, ano tgt demonstate trow ue iiunicipality's actraleperience confoms to tle bldqeted fscal plan'

since he GFFS are prcs€nbd in difiorent measurement foqls and b6is of accounling han he GWFS, reconciliation is prcsenled and

separate eplanalion for each difiercnces.
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liuilrcrpa-ry oF ORoco\as, PUERTo Rrco

NOTES TO THE BASIC FlM CUL SIATEITE}ITS

FoR THE F6GAL YEIR EIIOEO JUilE 30, M{ I

2. SUIMARY OF SIGI{IFICANI ACCOUMflI{G POIICIES (codtudiotr)

The unhipalily repoG its financial position (Balance Sheet) and resllts of opeGlions (Stat€rnenl of Revenues, Expenditures and

Changes in Fund Balance) in funds, whici are coflsidered separab accoirnling enlilies. The operalions of eadr fund arc accounted for
wiftin a s€t of s€ff-balancing accounls- Fund ac@unling segregabs funds according to heir inlended purpose and is used b aid

managemenl in domonstating cornpliance wih legal, fnancial, and contsactral provisions.

lrol$ to Oe B.sic Finaflch, St torrorct

Ihe noles to he financial siatements provide inturmatbn hat is essenlial to a useis tull understanding of he data provided in fle basis

financial stalemenls.

Req/rited Supplan .ibty lifometion

the bash fnancid slabrlEnts are followed by a seclion of requir€d supplemenhry informalion. Ihis seclion indudes a &./dlalary

Companbo, Sclledr,o - 66[€ral Fund, which indudes rcconciliation between he statulory tund balance for budgetary puQos€s and

he fund balance tu he @nerd Fund as prosenled in he GFFS.

B. Mcasuremed Focu3 and Bagb of Actouniing

@vqnnont i& Flnancld s,tulr'.Irts

The GWFS are roporled using lhe ecoDomic ,Bslut€s neasr/Bmorl focus and he accrual basri of accourlirg. Subjecl to he
addilional rules and timihlions delailed below, revenue (induding inlerest on depo6its and investnents) is genelally recordod when

eam€d and oeenses are rcmded when a liability is indfl€d, regardless of he tming of relabd cash flows. Grants and similal iiems

are recogniz6d as revenue as soon as all eligibility requirements impo6ed by he povidor have been met.

All rcvenues, 6&€ns€s, gans, losses, assets and liabilities resulling from exdlange and exdranges-like transaclions aro generally

rccord€d $en tile exda;ge takes place. ln exchange fansacljons, each party to he tansaclion receivea and givos up essenlially

equal value6. An exdtang€-like lransaclim h on6 in whidr here is an klenlifiable exchange and he values oxdlanged, hough rclated,

may not be quile 6qual. The accornpanying GWFS include exchangelike transaclions sudr as license fees, fines, penallies, forfeifues,

permib, charges fu s€Nices, and most miscellaneous revenues, whidl are re@ded as revenues when collected because hey are

genera ly not measurable until actually received.

The Municipality oroups its non+xdlange transaclirns inb he folloYring four dasses in he basic fnanoal statementsl

Deivd Tax RevwtP.s - in liis @venus, which resun ftom ass€ssmenb hat he Munklpality plaes on exdlange

tansaclions, receivables and rcvenues aae recorded when he 0ndedyng exchange has ocqrred.

lnposed I'lon4xdaI(le Rovdlu€s - in t s rcvenue (sudr as propedy taxes and volume of business tarcs), wllkJl result Irom

ssessments made by he ilu cipality on non-govemnenlal enlilies, induding individuals, oher han assessmenb on

exdtang€ fansadions, receivables are gonerally recorded in h6 period when an enfoneable legal daim has adsen Propedy

h)(€s and volume of business kxes are recognized as rcvenues (net of amounls consid€ied not colleclible) in he fscal yeaa

when rcsources arc rcquircd 1o be used or he frsl fiscal year tlat tle use of he resourDes is peminod.

GovennFJ llandded lko{xcharge Il, sacliols - in his cvenue {sudr as inbrgolemmenlal granis and conlibutons),

rcceivables and revenues are genelally rccod€d yuhen all elDibility r€quiremenB imposGd by he Fovid€r have been mel. For

part of he granb, fte Munlclpallty musi opend resources on he specifc purpos€ or Foject before tle povidsr reimburses

any amounis. Thorefore, revenue is generally r€cognized as qualifying reimhBable oxpenditurcs are in@n€d

Voluhtary Non4xchaqe Tr saclrons - in his rcv€nue (sud1 as donations and cerlain grants and enlit€m€nb) rcceivables

and evsnu€s are gEnerally atccolnled for in he same manner as govemmenl mandated noo3xdlange lransactions

disdissed above.

Evenb hat are neiher exdange nor non{xdangE fansadions ars recorded when it is probable hat a loss has been incured and he
amounl of ioss is easonably estimablo.

Receipb ofl any type of rev€nuo source6 collected in adlance for us€ in fle fdlowing fsc€l year are rccotd€d as defefied rcvenues.
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TIUilICIPALTTY OF OROCOVIS, PUERTO RICO

NOTES TO THE BASC FNAI,ICIAL STATEI{EI{IS

FOR II{E FISCAT YEAR EI{OED JUIIE 30, 2OI I

2. SUIMARY OF SlGt{lFlCAt{T ACCOUNTII{G POLICIES (cont'uarion)

@vamn ena I Fun d8 Fin ancral Satsrrortg

The GFFS arc rcpo,bd using ihe curorl limrcral l€sourDes neasuurert focus and he fiodifred e@tual basis of ecMiihg.
Revenues arc recognized as iDn as hey are botl m€asurable and available. Revenues are @nsidered to be avariilab/e when lhey arc

colleclible wi$in tr'e cunenl period or soon enough hereafrer lo pay liabilities of he cunenl pedod. For hese purposes, tlle

Iilunicipatlty considers revenues to be availaue if trey are collecled wihin sixty (60) days afrer lhe end of he drent fscal period.

Signficant ;venues subiect to acarual indude ftderal gnnb and lales and usage lares. Revenues tlat he unlcipality eams by

incuning obligations are recognized in tie same peiod as when he obligalions are recognized. At June 30, 20'l 1 , all rcvenues sour@6

met his availability diterion.

property hxes, volume of business laxes, licenses and pemib, and inlerest associatod wib he aulr6nl fscal period are all considered

to be susceptible to acdual and so have been recognized as cveflues of he qlnent fscal period. All olher revenue items are

consuercd to be medurable and avaihble only when cash is Baeived by he iiunicipality

ln apdying he 'susceplible io acqual' @ncepl to intergovemmenlal revenues (federal grants) flfsuant h Seclion N50 of he GASB

CoOmcfuir onex*inge lrarsacliors, (hs lrunicipitity may act as ei$er provider or recipient), he provider should rccognize

liabitities and expenses aid t1e recipieni sfrould ra;Inize receivables and revenle when he applicable eligibility rcquirements

induding lime iEuir€menls, are mel. Resouaces transmitbd before tle eligibility requirements are met should, under mosl

cirdmslances, be rcpoded as advances by he pmvider and dehred rcvenue by he recipient

'Ihere are essentially txo types of rcvenue. For tle majority of gra0ts, moneys must be expended by he Munlcipality on h€ specfic

purpose or prolect 6tore a'ny amounb will be reimbu'sed. Revenue is, herefore, rccognized as expenditures arc indlrred io he extenl

ivdime. flr fre ome erenue, mon6F are vitually unresticled and are generalty revocable only for failure lo comply wih prcs{ribed

compliance rcquircments. These esources are reiecbd as rcvenue at he lime of receipt or earlier if he susaeptible to acdual criteda

is met

ln a mann€f similar to GwFs, but subjecl b and limited by he availability qiteria disd]ssed above, all relenues, expenses, gains,

tosse6, assels and liabililies resulling from exd1aflge, exdang+like transactons are also g€nerally recoded when he exdlange takes

ptace 
'*rniU 

att ,euenues, expen$, gains, toses anO asses rcsulling ftom non+xchange fansaclions are rccord€d when an

;forceable legal daim ad;es or trten alleligiulity requkemenis imposed by ho provider have been met, applicable

Tte ilunicipality generally acsues a govemmenialtund liabilily and expenditures (induding sahdes, pofessional services, supplies,

u61ies, otc.i in 6r; p€iod'in whid tr;govemment indrls tte iiability, lo t," extent hat hese liabilili€s are normally expected t0 be

liqriO"tO in a fi*i .unner and in tu1-wih qnrent available inancial resources. The accompanying balance sheet - lolemmenlal

tulrds gnoraly refi&s onty asseb hat wi not be converied into cash to salis{y drrsnt liabilites. LongrTedn assels 6nd hose assets

trai wiir not d onverteo irto cash to salis{y dnent liabiliti€s are generally not accounted for in he accompanytng balance 
-sheet 

-
lo,remmentat tunds. At he same lime, tong.Gm [abitilies (gBneraflt, hos€ unmatured hat ll/jll not require he us€ of d]rsnt fnanoal

Lorrd to p"y t*t a" not accounbo-for in tre accomianying'balance sheel - govemmenlal tunds. Modmcatons lo lhe accrual

basis of accounling indude:

1) Princjpal and iiteresl on bonds payable are rccorded when hey matured (wten payment is due)' excepl for pdncipal and
' 

interest of bonds due on July 1 , 2oi 1 , whidr are recorded as govemmental tund liabililies of June 30, 201 1 whici is tle date

when rcsourcas were availablo in he debt s€rviee fund.

2) Obligalions iom compensated absences and he eslimated liability for municipal solid vraste landfill postdosure (ilre @6ts

are reaorded only when hey mafure (tth€n payment is due).

3) Cedain accounts payable, inlergovemmental payable6 and otler acaru€d liabililies nol due and payable (unmalured) or not

nomaly ep€ctei 6 be fiquid;ted in fut and in a tjmely manner wih available and expendable fina.cia] resources, ?re

recorded in tre accompanfng Slalaa€d ofl'let Ass€ts. Such liabilities are recorded in he govommental funds when tley

mafure,

4) Exedrlory purdEse ordeB and conbacils ate recoded as a reseNaton offund balance in he GFFS'
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NOTES TO THE BASIC FIIIAICLAL SIAIEIE}ITS

FoR THE FISCAI YEAR EtIoED JUIIE 30, 2()I1

2. SUI{IIARY OF SlGl{lFlCAiIT ACCOUIIING POLICIES (contnu.ron)

Th€ measu@ment foq/s of tle GFFS is on decreas€! of nel financial lesources (erpendifurcs) lallier han gpens€s. Most
e)(pendifures are moasurable and are rc{orded when he related govemmenl9l fund liability is indrned. Allocalion of cos6, sudr as
depreciation and amortjzalion, ale rc@rded in he @mpanying Sratemert ofAc.liv,ftbs, but are not recorded in he accompanying
GFFS,

The Municip.lity rspons he folloning m4or govemmonbl tunds:

q9!@LEU!![ - T]is is he general operaling tund of he Munlcipality. lt is used b acco0nt for all fnancial resources,
except ho6e rcquircd b be ac@unted for in anoher fund.

Head $.tt Fund - Ihis is he fund used to account fo. all tansaclions of he Head Shrt Prcgram. The objectives lo his
program are b provide comprehensive healh, educalirnal, nufilional, sodal and oher developmenlal seNices pdma ly to
economiaallyiisadvanlaged paesdool children and infanb and bddlers so hat he dildren will attain sdool rrdiness.

Dobt Se ica Fund - This is used lo accounl for he acarmulalion of aesources for, and he payment of long{erm debt
pdncipal and interBsls.

The non-major funds a,e combined in a single column in he GGFS. As a general rule he efiecl of inierfund activily has been eliminated
frorn he GWFS.

C. St waidship, Compli.nc., and Accountability

Btdgdery hfo'r,'elio,t

Tho llunicipalivs annually adopb he Budget Resolulion for all opelaling tunds of he l{unbipality except for cerhin resticted
acco{nls. Eudgehry conuol is legally mainhined at he tund le!d. Ihe budget is prepared using he modified ac{rual basis of
aacounling wih enormbmnce induded as bldoebry basis expenditrrcs. Unexperded appropdafons at he end of he fiscal year
generally lapse. However, hey may be reappoprialed tor e&enditurcs in he tollowing fscal year.

The Municipality's Budget Resolulion provides ba sful auho ty (1) to t|e Mayor and he Management and &rdget Director, witrin and

betrveen departnenls and tunds, as long as he bhl budget of $e Munlclpalily (net of inlortund transfeE) is not ii.reased; (2) to he
Management and Budget Direc.tor io implement granl budgeis as he grant applicalions are accepled by tle ilunicipallt$ and (3) to
he Management and Budgel Dnec.tor to amend (reapprwiab) eadr new yeals budget to he extent of ouhtanding encumbramces,

and/or u0oeended proiecugEnt appropfialions at year end. ltunlclpalliy's Legislature action is required for (1) use of he budgetsd

Legislature conlingency, and (2) be approval of a supplemenbl approp alion{s). Dudng he year, several supplemental appropialions
w€le necessary.

For budgehy purpo6e6, enqJmbrance accounting is used. The endmb6nces (i.e., purdrase orders, conbacb) are considaed

expendifuros when incured. Fo{ GMP repoating purpos€s, encumbran@s outstanding at year€nd are reported as assigned fund

balances and do not coistiute exp€{diures or liabililieo because he commifnenls will be honorcd dudng tle subsequenl year. ln

addition, und€r ho budgelary basis of accounling, revenue€ are recorded wlien cash is reaeiv€d.

The unendmbded balance of dry appropdaton al he end of he y€ar will lapse at he end of sudr fscal year. Oher approFiatons,

mainly cafital proir't approprialions, arc conlinuing @unb for *hidr he Municjpal Legislafure has auhorized t|at an unspenl

balance from tlg fior yea be caried fotuard and made available for qlnent spending.

'Ihe [unlclp.ltty tollons trese procedures, in accodance witt law, in order lo eshblish he budgetary dah reflecled in he Budgetary

Compadson Sdedule - General Fund:
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dlghd Burlget

l) Prior of May 15 of €adr fscal year, tle Mayor submils b he Municipal Legislature a proposed budg€t for ho fiscal year

comfi€odng he irlowing July 1 in additon of a budgel mess4e'

2) The budget dooment is availabh tor puuic inspedion pdor to ib appoval by he Municipal Legislature'

3) The Commissioner of Muddpal Aftairs exdnines he tudqet to vedry if it complied wjh he la\fs sbndards and sends it to he

Mayor for any commenb or re@mmendalim before he limibd date establishes by tle Law'

4) Bior to June 13, he annual budget is legally enac{ed hough passage of tle annual appropriation ordinance to be efieclive

on JulY 1.

Snce ho budgehry basis difie.s fom accountng principles generally accepted.in he tlniM,states of Amedca (GMP)' actual

amounb for he General Funo in rre acompanvi-nfirfiog;ttty &Inp'nst st*'"d'|"' is Fesenbd on he budgehry basis to enhance

comparability.

Find Budgel

nefrnalbudgotarydatapresentedinheBudg€t,fycompadsonsdedul6-GeneralFundrciec.tstneft,lowingdlangesbheoliginal
budg6t:

I ) Cedain annual appopfulions are budg€bd oi a proiBcl basis' f sudl prciects are nol comoleted el he end ol he frs'al year'

une)aended approprialioos, inuuains";'d'mb"r& i;nds' and une&end'ed grant apprcpdalions' are caried-forwad to ure

following year. rn cettain tlrcum##]oi#-'"g"i" *"a ap'propriatiins may be cariel fomard after appropiab

approval. Annuatlv approp.iated r'niiioi 
"ri-otiii-to 

u" t"i"o r"-'*"a' lapge at fie end of he fs'al vear' &proprialions

cii*o rrwatu tr6m t e prior yet de induded in he final budgetary dab'

2) Approp alions may be adiust€d dudng he year wih he appoval ol he Mayor and he Munidpal Legislature €'g'

suoDlemenbl aoorcprialions. aaa'tiijiri, ilJiliv"' 
" 
tu rizJ m make certain tansfer of sumlus t{ihin tte departnsnts'

Su; adjustn6nh are refected in he final budgetary dala

The Annual Appropdali,l Ordinance adopts he budgot al he cfiaracter-level^of e&endih'jre wihin departnents As

des.ribed above, h€ Mayor i "rriilJ't "i" 
E [i" ransters ol aDpropdatons wihin d€patunents' Accordinglv' he

ega e'r€t ot UuOgetary ontolby he Munupd Legislabre is he depar[nent Lever'

The pdncipal diturences between he bidgetary and GMP ba6€s ars he folloYring:

1) Enaumbrarces are recorded as e4€'dihlre6 under he budgetary basis and as a re€eNe offund balancos under GAAP'

2) lnt€rfund bansaciions ofhs G€reral Fund al6 not indudod in tle budgetary b6is'

3) Cerhin ffiued liabilili€s and oher debts are nol induded in he budgobry basis

4) Ce&in revenues susceptible b ac'rual, i e 
' 
bofi measurablo and available' arc not indud€d in he budg€hry data

Th€ soecial Rev€nue Fund has not been nduded in tE budgetary @mradson_becalse balances arc not bu4eted Also he budgel

;::"r#Ti#il;;i;;;ii;;' P;;;;;dud; in he capihr Projscb and speciar Revenue Funds is based on a

program pedod ttiidr is not n"""*,-'y t" t"#is{; yi"t''et"oiinglylt *r pi*ttl lo precent an annual compadson of budgel

for sudl programs
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2, SU MARY OF SlGillFlCAMT ACCOUT{IING PoLICIES (co'nhu'rion)

D. A$d8, Liebilltl€s, and Not Assets

1) Cash end lnv.sbnont, and C,6lt wih Fisc,il Nenl

The t{unicipaliys cash and invesrnent are composed of demand deposits in commerod banks, demand deposils in $e
covemmental Oevelopment Bank of Puerto Rico {GOB), and cash equivalents in commercial banks. The l{unicipallty has

adopted he StateDort of Uribm lnwdtr"tlt Guidelkes tot ke Muhbipalilies of lhe Covenmort of R edo RLr, issued by he
GDB as promulgaled by Law No. 1'13 of Augusl 3, 1995. The Finance Director of he Municipality, follow lhe guidelines, is

resDonsible for vestng he available resources in cedificates of deposit and oher short-bm invesfnenh. lnvestnents arc made

from tle avaitabte combined tunds of he t uniclpality and, accodingly, it is not praclical lo disdose cerlific€tes of deposit and

oh6r short GIln investnents individually by fund in he cornbined fnancial statements. lnterest eamed on cerlificates of deposil

and interest beaing commercjal bank acaounb are recognized 6 levenue in he General Fund. Cash in he Special Revenue and

Capital Proiq, Funds arB resticted; acaordingly, resources availablo were nol used for pool investnents.

Cash wih fiscal agent in ho Debt Setuice Fund represents special addilional popetty hx colledions rctained by he Govemment,

deposit in he GD6 and resticted for he payment of he Munlcipaliys debi service, as established by law. Cash wih fiscal agent

in oher govemmenlal funds consisls of undisbuBed prcceeds of certain bonds and noles issued for he acquisilion and

consfuct;n of major capiial improvemenls, or grants which are mainhined in a cash cuslodian account by he GDB. Ihis sinkin!

fund is maintained' by tle GOB, agency wiidr acts as he insurer and payer of he uniclpality's bonds and notes issued in

accordance ulh law.

2) Rec.iv'Dl@ end Peyatle

Activjty bet$/€en funds ttat 8re representalive of lendingy'borcwing anangsmenb ouistanding at tle end of he fiscal yed are

refened b as eiher "due to/from otier tunds' (i.e., he qrnent portion of inleftnd 1oans) or 'advances t ftom oher tunds' (ir', he

non{]nent podion of inbftnd loans). All ott€r outshnding balances between funds ale repofted as tue lo/ftom oher funds'

Any residu;l balances outstanding between he go\€mmental aclivilies and business-tyDe aclivilies are repoded in he
govemment-widefinancial statemenlas'intedund balances'.

Advance betweon funds, as repoded in tle fund fnancial statements, if any, are ofiset by a fund balance reserye account in

applicable govemmental funds io indic€b hal hey arg not ami6ble for appropdation and are not e&endable available fnancial

resout@s.

Recdvables consist of all revenues eamed but not collecled al June 30, 2011. These accounl rca€ivables are shown nel of

estmated allowances br uncolleclible munts, \rtid1 aa€ detemined upon past collection expetience, historical fends, and

qllreot econofiic condilions. lnteQovemm€r al receivables in he geieral fund repres€rll mo6ty sales and usage taxes, bdefal

grcnt and @ntihlions, property 6x accounts hat are levi.d by Municipal Re\€nue Co1eclion Conter (MRCC), a govemmenhl

in6ty qeated by he Govlenime;t lnb$ovemmenhl receivables in he oh6r govemmental funds rcptesent amounts owed lo t1g

ltunicipality f6r rcimb{6ement of expenditure6 indrard pu6uant to f6demlry tunded grant and confibufons and slab

aplropiiaio'ns, ana tre amount in he d;bt s€rvice tund represenls he distribulion of propedy tax co'lected vhich is rcsticted for

he debl sorvice.

Accounts payabte rcprcsent amoun6, induding salaries and wages, o{ed for goods and s€rvices received pdor to year4nd.

3) lnv.nl,,ies

The onicipallty us€d tle purdlase mehod lo eunl for he purdldes ofice and pdnting supdies, gasoline, oil and oher

expendable supplie6 held fo; consumption. This mehod rccods ibms as expenditurcs, in he apprcpiale tund, when hey are

aaquircd and, accordingly, $e inventory is nol req,rded in he b6ic financial slalements.

1) Do' t'ldcheqe.

DefenEd diaEes h hs accompanying Statem€rrt of IVsl As$ls @nsisl of bond issuance cosls, net of acc[mulaied amortizalion

Debnrd charges are amortized over he bm of he relaled debl usi.g he sraighl-line mehod. ln he GFFS, bond issuance costs

are recorded ii he qllrenl period as expendifures, whehs or nol wihheld from he acfual debt proaeeds received.
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2. SU*IMARY OF SIGNIFICANT ACCoUI{TING POLICIES (co'ntudion)

;#;G&;ffi.ii;[ il"'i*pitai r"iLi*r,i.t i o"preciated over he shorter of its estmabd usetul lireorttteteasetetm'

CAPIALASSETS YEARS

Buildings 50-60

lmprcvemenloher Tlan Buildings 45

lnfi6fucturo 50

Vshkles and Fumiture S10

Madrinery and EquiFnenl 1 G1 5

5) CrpihrAsse6

capitat assels, which indude land, buildings and impovement, machinery and equipmeni, motor vehides, and jnfrastucture

"*i"6 
t"s., *ai, u,ie*, sidewaiks, and;imilat iloms), are .eported in tle applicable govemmenlal or business'type activilies

ofum"i ii tre CVWS. 
-C+ital 

assels, o$er han infr,stucfure assets, are defrned by lhe govemment as assets w1h an inital,

in;ividual cost of morc ha; $2s (amount not rounded) and an estimaled useful life in excess of lwo years. For improvements olher

tran ouittings, tre capitat outay must be groater han $10,000, exlend he esbmated usetul life tu ten yea6, and b€ greater ha1

iOft oi tJodgina co,t of tre asset. ihe Munlclpality reporc inftiastrucurc assets on a nelwork and subsystem basis'

laonaintfi, tre-amounts spent for he construclion or acquisilion of infrastrucfure asseis are capitalized and rcported in the

govemmenLwide financial slaternenis regardless of ttek amount

ln he case of he inilia! capiblizalion of g€neral inftastruc'ture assets (ie, hose rcporled by govemmental ac'tivitjes) lhe

govemment chose lo indude all sudl items regadless of heir quisilion date or amount'

The lrunicipality was abte to eslimate he histodcal cost for he initial rcportjng of hes€ assets hough back bending (ie.,

utt-r"tng lii" of*ni ,aluoment cost of he infrastuclure lo be capitalized and using an appropdate pdce1ev6 index to defate

ir" *J li iir" 
""qri.it 

ii v"ar or estimated acquisition year). As he govemment constructs or acqures additionat capital ass€ts

"a*, 
p",1"al,'i.o'rii.g i.fr!.brcture assets, hey are &piulized and- reponed at histoncal cost' The @ported value exdudes

norri ,ant"nun." inO *pai|s \lliid are essentaly amounts spent in reiation b capital aosets hat do not increase he capadty

"i"m.i"."y;itleih.m.r;Gnd 
ib usetullife beyon; he odgini estjmate' In he cnse of donations he govemmenl values hese

capital assets al he estimated lair value ol $e item at he date of ils donaton'

CaDilal outav is re@rded as gaendifures ol lie General Fund and oher govemmental funds and as assets in he GFFS to $e

il;i;; ilr"l"ipathycapiurLrion t *noro i, *t DeyEdalion and;mortzalion expense is re@ded onlv in he GWFS'

;;;;l;;iti;;;-;;-d;.ry deprecialed or amorlized over hek estmated lsetul ]ive-s ung:f:, :ylsllt1l"-1"[*'

tlo ilepraiiton is recorded tu land and conshuclion in progress. The

estimated useful live6 of maior capital asset categories are:

Depreciation and amortizalion expense of capital assets is rccorded as a dhect

expense of t|e tuncliorvprogram specifrcally idenlified ttih he ass€t.

Depreciaton and amodization of infrastuofure is not allocated b various

func1ion/programs but reporled as dircct epense of he public rc*s and uban

delelopment functions.

lmpaircd capilal assets hat will no longer be usod by tle l{uniclpality' if any, are repoded at he lower of carrying lalue or fair

,.ir". irp"il*ii","* * capital ass;eb wih physi.l damages'tlal will contnle to be used by.the Municipalily ate measured

,.i.g't 
"i"sr""t". 

."r +p;ach. lmpainn€nb df capital assets hal are subject to a ciange in tle manner or dumlion of use' or

"""i" "n*i"O 
ti 

"r*t 
i,i,t or approvat of lans oi regutations or other changes in envkonmental. facto$ or assets tlat arc

subjecl to tedmological danges or obsobsaence, if any, are measurcd Llsing he s€Mce unib approaci'

6) Irefefied.nd Un end RoY lud,

ln he cwFs, defened revenues adse only when he Municipalliy Eceives resources before it has.a legat claim b hem. ln fl€

Ofii, irises wtren one ot Ur€ fo1owing siiuations ocqJr: (1) polential revenue does not m€€ttoh he neesurable and available

Jir"rii ioi"r"nr" ,.-gnition in he ;nent pedod (unavaiidbf revenue), ana 12) he t{unlclpality rcceives resources before it

has a legal daim to hem (uneamed revenue).

7) Lo,ry-feil,, Oblu.,iior16, Bords rssuarc! Cos6, ,nd Prcniun ot Discoont

'Ihe liabilities repoded in he G!!FS indude he general and special obligation bonds, long{em noles, oher long{erm liabilities

G.g., ,u*lion, ii* leave, daims and iudgmenL, bng-tem liabilities to oher govemmenhl enlilies and $ird parlies' Bond

i,i#i*iinl Ol.agrnS, o we1 as iss'uaice osts, aie defened and amorlized over the l e of tie bonds using he efiective

interest mehod. Bonds payaue are reported net of he applicable bond premium or dis.ount
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ln he GFFS, govemmeniat fund lypes rc@gnize bond premiums and discounb as otrer financing sources and uses, Iespeclively,

and bond issuance cosb as debt service e&endifures. lssuanc€ @sls, wheher or not wihheld ftom he acfual debt proceeds

receivBd, are repoded as debt seNice expendifures. Expendifures for pdncipal and interest paymenb for govemmental fund

general and spedal obligalions bonds are recognized in he Debt Seryice Fund when due

E) Cofipois.lod rtbsen @

The t{unicipality acdues acdmulated unpaid vacation and sick leave and associated employeerelaied costs when eamed (or

eslimabd to be eamed) by he employee. Ihe Municipalrly's employees are granbd 30 days of vacations and 1 8 days of sick

leave annually. Vacaiions may be acqtmulaied up to a marimum of sixty (60) days and sid( leave up lo a maximum of ninety (90)

days. ln tl6 e'venl of empb$ resignaton, he ernployee is pail lor accumulated vacadon days up to he maximum al6wed at tie

enenl rate. Separaton ftom employment prior lo use of all or part of he sick leave leminales all dghls fo. compensation, except

for emptoyees wih ten yea6 of ;ruice vrh; are enlited to sk* leave pay up to t1" marimum allowed. The Municipality accrued a

liability fo; cofipensalei abs€nces, whid meet tle following qiteria: (1) he Municipality's obligalion relating b employee's dghts

to rcceive compensalion f$ fufure absences is attibuEble to employeeb s€Nices already rendercd; (2) he obligalion reiates lo

ghts hat vest or acdlmulate; (3) paynteni of he compensalion is probable; and (4) tle amounl c€n t€ reasonably estimated.

ln accordance wib tle above qileia and requiremenis in confofinance wih GASB Accolnling slandards codmcafun section

c6o, coDpersaled ,4Dsencrs, he Municlpality has acdued a liability for compensated absences, wiidl has be€n eamed bul nol

hke; by Municipalitys employe€s, induding its share of social se,fity and Medicare payments made on behafi of he employees

in tre irruat tir caton and sict< teave pay using salary rales ef,eclive at June 30, 2011. All vacalion pay is acrnied when

inolred in he GIVFS and PFFS. For he GWFS, he orrent po.tion is lie amount estmabd to be used in he following year. For

he GFFS, all of he compensated absences ar6 considered long-ledn and herei$e, are nol a fund liatility and represenls a

reconciling item between he fund lev€l and govemmenl_wide presenhtons.

9) Clelr,,s and Judgnent'

The eslimated amounl of he liability for daims and iudgments, any, wltir* is due on demand, sudl as from adiudic€ted or s€tted

ctaims, is rccordod in he General Fund when he liability is inqn€d. The LongTefin Liabililies indudes, *hen apprcpiaE, an

amount eslimated as a conlingent liabitity or liabiliti,s yritr a fxed or expecbd due date, tvhidl will rsquire futrrc available fnancial

rcsources for its paymenl.

10) Accounting tot Pensio/l C@ts

Ihe Municipallty adopled he provisions of GASBS No. 50, tunsio, Disclast/e, which amended MSBS No' 27, /qccoudtin(lfo'

pensons oy stati and rocal Govemrrenls Emplolie6, by requiring disdosure of how he contractually lequired contibution rate is

debmined by govemments participaling in multi€mployer cost'shadng ponsion plans.

ne Municipality ac.ounis tur pension cosb fom he standpoint of a padhjpant in a multiple€mployer cost-sharing plan.

Liai.glv,' p""iio. cosls reccinized in he accompanying basic fnandal shtements are equal lo he sbtutoily required

contibulions, wih a liability recorded tor any unpaid requircd contibulions

For he purpose of applying tte requirements of GASBS No. 27, he state govemmenl o{ he Govemmenl is considercd to be he

sponsork [,e e.pfdye*,-ne$ement System of he Ciovemm€nt of Pue{o Rjm and its lnstumenta6lies (ERS) and System ?0C{,
irr1l*p6y", ioti"t 

"ting 
d.fined beneft ponsion plan and a hyt d defined contibtrlion plan, respectjr,ely, in whici he

emptoyees oi he lrtuniclpaiig partidpate. Thi ilunicipality is conside,ed a parlicipant, and not a sponsor, of lhese rctrement

iy"i#i ,in." t 
" 

,uior v or dre pamiipans in tre aforimdtoned pension blst tunds arc employees of tle Govemmenl and the

blsic financial shtem;nb of such relircment syslems arc part of he financial rcporling enlity of lhe Govemment'
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2. SUI$lilARY OF SlGt{lFlCAt{I ACCOUMIING PoLICIES (continu.tion)

11) tLl As,gtslFiu/,,d B.lenca

I, IVgIAle.lt

The GWFS and Propdetary Funds Financial Stabments ulilize a net asseb pr€s€nhlion, whidr are categodzed as follow:

. /rl4sled i, C€pita, i4sselq tJef of Relat6d Debl - These consists of capilal assets, net of ac. mulabd deprecialion and
amorlizalion, reduced by he outstanding balances of bonds payable, notes payabie and oh6r debts hat are attribuEd to
he acquisilion, constuction or improvemenls of hose asseis. For he puryoGes of detemining he oulshnding debt
atribubd to caF,ihl asseb, he btal long{em debt related lo the acquNlion, consfudion or impovemenb of capital
asSeb has b€en reduced by any related unspent debt prcceeds and any related unamortzed d6bt issuance costs. ln
addition, tle outshnding debt aildbuted to capital asseb does not indude acdred inbrsst payable, non{apital accrued
liabililiss, inleFtund loans and olher finaaial asseb. Net asseb invested in capilal 6sets, nel of related debt is

compdsed of he tollowing:

Govemmental
Aclivitier

Capihl Asseis, Nel of A.cumulaled Deprecialio. ................................ $ 31 ,090,275
0{bhndingBa|ance0nRelated0eb1.................................................. (5,346,000)

Unspenl Capital Debl Proceeds ............... 533.369

Total lnvesled in Capihl Asseis, Net of Relaled oebt........... ............... $AZLA4

. Restaided l,/61 Assds - These result when constrainb placed on nel asseb use are eiher extemally imposed by

crediiors, grantoB, confibutors, and he like, or impooed by law hrough constitulional prcvisions or enabling legislation.

. Uffeslrl'{ed l\let ,4ssels - T}ese consisl of nel asseb whi$ do nol meet he definition of fE tvro prcceding calegories.

Unresficted nel asseb of,en arc designated, to indicate lhai managemenl does not consider hem lo be ar/ailable for
general operalions. lJnleshicled net asseb onen have consfainb on resources lhat are imposed by managemenl, but
can b€ r6mo,,/ed or modifed.

V'/hen boh rcstic@ and unGticled rcsour@s arc available for use, il is h6 lrunicipality's policy to use rostricted

rcsources flst tlen unrcsticted rcsources as hey arc needed.

B) Fund Balfic,

the Munlclpallty implemented GASB Stalomd{ 5,1, Fund Belzic;a Rapodj,4g td @vornnenld FodTWe O.fintio,,s
efiec{,,re rdh he June 30, ml 1 fnancial slatements. Fund bdances br he govemmenbl funds are reported in dassificalions
hat compdse a hieaarrhy based on he extent b yriidr he govemment hono$ consbaints on he sp€cific pulposes for which

amounls in those funds can be spent

The n@spendable d6sification conlans amounts nol in spendable fom or legally or contrac'tually requked to be mainlained

inkct. Resticted amounls contain restainls on h6ir use extemally imposed by ctedilors, grantors, contibutors, or laws or
rcgulaliyl of oher govemmenb; oa imposed by law hough constifutonal prcvisions or enabling legislalion. Committed

amounb ctm only be used foa specific purposes imposed by fomd aclion of $e govemments highesl level of decision_

making auho.ily. TIe highest level of d€cisionflaking auhority is fie Municipal Legislature and it lakes a resolution io
establish a fund balance commit nenl. Amounb intended h be used for specific purpos€s are 6signed. r'ssignments should

not cause deficib in lhe Unassigned Fund Balance. unassigned Fund Balance is he rosidual ciassficalion fur he General
Fund.
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2. St,M ARY OF SIGNIFICAi{I ACCOUI{TING POLICIES (onrin en)

Conp,r,tton,tiw Fund Balancc Micy

Ile Municipallty belie'r€s hal sound fnancial managemenl principles require hat sufrcient tunds be retained by he

Municip.tity b povide a staue flnancial base at all limes. To retain fiis sbble frnancial base, $e llunicipality needs to

mainbin a 
'General 

Fund balance suficient lo fund all cash flor,/s ol he l{unicipallty, b proviie finanoal reserues for

unanl,cipated expendifures and/or revenue shortfails of an emeagency nafure, to pr(,vide funds for he disparity in liming

between he coliecton of propedy taxes and oher main income. Ih6 purpose of his policy is to specify he size and

compositon of he uuniclpalii's'fnancial reseres and lo idenlify certain rcquiramenb for rcplenishing any tund balance

rcser,res uliliz€d.

ln Februaty 200€, he Govemmenhl Acco0nling Shndards Board ('GASB) issued Slatmoni No54, Fut'd &hnce
Regotli',g and o,ov.,mn.ntal Fund fW M/nitions (6A58 5lr. This new skndard has substantially altsred lhe

categoriei and terminotogy used to d€sqi-be he tund bat,nce in govemmental tunds. The purpose of GASB 54.is to provide

he ;6dty lo undorstand lie extent of reslfictions on he use of balance of tle funds pr€s€nted in he financial shtements.

One obiedive of his shndard was to impove, induding he underslandability, he usefulness of fund balance infomalion by

froviaing dear tund batance dassiflcatu;s. GASa 54;bandons he rcserved, unreseNed, and designaGd dassificalions of

fund balince and roplaced hem wih fve dassifcatons: nonspendable, rcs[icbd, committed, assigned, and unassigned.

The requiremenls of his sblement are efiecliv€ for lhe unlcipaliys frnancial statemenls for hs fscsl ye ending June 30,

2011.

GASB 54 requires local govemmenls lo fo@s on tle consfaints imposed upon rcsources when reporting fund balance in

govemmontal funds. fttfund balance dassifcations indicate he level of constaints placed upon how resources can be

ipent anO iJentfy ne ources of ho6e constaints. The following five classific€lions s€Ne to infom readers of lhe frnancial

siatements of tt; extent b whic.h he t unlcipality is bound to honor consbainls on he specific purposes for which resources

in a fund can be spenl.

CNonspenllatkFundBdancs-FUndbalan@leportedas.nonspendable.representsfundbalancehatis(a)notina
.p"niuti" fot .r.ft as prepaid ilems or (b) iegally or conbaclually required lo be mainhined inhct such as an

endowmenl.

.Re*idedFundBatance-Fundbalancereportedas'rostic.ted"consisisofamounlshatcanbespentonlyonhe
specifrc purpooes slipulatod by law or by he extemal providec of lhose resources'

.hrnniftedFundBdaw-FUndbalancerepodedas"committed'arcself.impos€dlimihtionssetinplacepriolioth€

"na 
oiiir" t.."ip"rioo. Tl,"se amounts can be used only for he specific purpos€s detemined by a tormal ec{on of he

turrni lpJL"siJjlu", *ati.h is he highest level of decislon-making auhodty, and bat rcquke tle same level ol fqrnal

aclion lo rcmove lhe constainl.

. A$sined Fl//ld Bal ce - Fund balance rcporled as 'assigned' consists of amounts. hat are, subiect to a pumose

.n.'tant t a 
"pres"ns 

an inEnded use estauished by t; Municipal Legislature o{ by heir designated offcial' the

oulms€ of he assionmenl musl be narower han he purpose of he General Fund' Fomal aclion is /lol necessary lo

ffi; il"tq ; il,fy a ;nsraint in Assigned iund Balance Addilionally'. tlis category. is used to refecl fie

,pi^pii"t". "il 
p"tta ,,1 exisling tund balance-to eliminate a prciecled defrcit in he subsequent yeals budget

. unasyigned Ft/,d ktance - Fund balance repoded as 'unassigned- rsPre*Jt.$e residual clessificalion of tund

babn; and indudes all spendable amounts not contained $iithin $e otier dassifrc€tons'

Policy on Connitlihg Ffids

ln@rdancettihGASB54,itishepoliqofhe',unicipalityhatfundbalan.eafiountswillbereporiedas.committed
iuno fiaiance' onrv arcr umd aclion and ;pproval by Municip, Legislaturc fte Municjpal Legislaturc has he auhority t0

."Juraf" n no. tr'tp".m" purposes. loy separate tuni as committei Fund Balance rcquires he adoption of a resolulion by

u i.pe .Ao,iV of *e. ne aaopton of hi resolutlon should be cafiied out beforc Jlne 30 of he fscal yeal to implement

r he ac.hrai a;ouit of he commltnent is not avaitabt€ hough June 30, he resoluton should establish tle pfo.ess of

fomula r€quircd to calddate $e er€ct amounl 6 soon as infomation is available in he following fscal year'
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2. SU MARY OF SIGNIFICAMI ACCOUNTII{G POLICIES (co'ninuriion)

For example, he Municipal Legislature may apprcve a resolulion prior b year+nd fnancial shtemenb, if ava aue, up b a

specfied dollar amoont as Commilled Fund Balance for capilal proieals. The exact dollar amounl to be repoded as

Committed Fund Balance for capital prcieab may not be known at tle lime of approval due to he annual financial audit nol

yet being cornpleted. This amount can be determinod at a later date when know'l and appropdalely reported wihin he yea,_

end financial shbments due to he Municipal Legislafure apprcving his rcsoluton before year+nd.

ll is he policy of he Municipality hat he Muni.ipal Legislature may cornmit tund balance for any reason tiat is consisbnt

wih he defnilion of Commitbd Fund Balance coolained wihin GASB 54. Examples of re*ons to commit fund balanc€

\lvould be to display intentions lo use ponions of fund balance for fufurc capilal projects, slabilizalion funds, or to earnark

specral General Fund sfeams unspent at year+nd hat are inlended b be used for specific purposes.

Afrer approval by he Municipal Legislafure, UD amount reported as Commifled Fund Balance cannot be reversed wifloul

ulilizing he same pocess required to commil he tunds. Therefore, in ac.ordance wih GASB 54, it is he policy of he
[unicipality tEl tunds can only be removed ilm he Commitbd Flnd Balance catogory after motion and appmval by he
Municipal Legislature.

tullcy dt Assbning Fll/,,,&

ln accordance vrih GASB 54, funds hat are irtgrded lo be used for a specific purpose but have nol rcceived he fomal

appoval acton al tle Munidpal Legislaturc may be recoded as Assigned Fund Balance. Likewise, rcdeploying assigned

resources b an allematve use does not require formal aclion by he lt'lunicipal Legislafurc.

Havjng revie{ed tle requiremenb tu assEning fund balance, herefore, it is he policf of he Municipality hat l\,lajor shall

have 
-he 

auhodty b assign tund batance oi me [uricipality baed on intentions ol use ol tunds by he Municipal

Legislature. ln addflion, he-1layor can detegale b he Finance Direclor or olher employ@ ol he uniclpality, he auhority

b assign he tunds.

PolW on Una$tigned Ge,,oral Fwd B.lrnca

It is h6 goal of he lrunicip.lity to adliove and mainbin an Unassigned General Fund Balance equal to 10% of budgeted

expenoidres. ne municipality considers a balance of l€ss han 5% to be a caus€ for concern, baning unusgal or deliborale

ciirrmstances, and a baian; of more tlan 15% as excessive. An amount in excess of 15% is to be considered for

ieselation to ammulate funding fo. purdlase of madrinery and equipment, for capital projects, and/or to reduce he lax levy

requirenenS, and shatt Ue dete;in; in coniunctio witl he annual budget prccgss' ln he event.hat he unassigned

oe]tea runa Bahnce is less han he policy anticipates, ho Munlcipatity shall ptan to adjust budget resources in lhe

subsequenl isaal y6ars lo rcstore tte balance

AppopriationfromUnassignedGeneralFUndBalanceshallrequkeheapprovalofhe[,lunicipalLegislefureandshallbe
oiri rLr specmc disbuB;€nb, $ldt as onelime ependitures and capihl asseb purdlases, and not for ongoing

e&enditu; unbss a viabl€ plan designated b suslain he expenditres is simultaneously adopbd'

futoifizdion of Fund Balanca Uso

ln circdmslances where expenditure is fo( a pumoce lhal quantues are available in multiple fund balance dassifrc€tions, he

oroiiin *nicl tre reources will be used shatt be as foltows: Restncted Fund Balance, followed by commifted Fund Ealance'

Assigned Fund Balance, and last but not l€ast, lJnassigned Fund Balance
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2. SUlil[tARY 0F SIGNIFICAMT ACCOUMflNG POLICIES (co'ninudon)

C) Co,npononb ol Fund *lanc.

GEl{RAI
Ful0

HFAD START

rUTD

OTHER IOiAL

OEAT SAI/EE @VERI{IEI{IAL @VENN EI'ITAL

FUNO FUI{DS FUNOS

rtrswElrsi orstEeB rn sidcw*s

hnFwglEnad CtrEiuclq' d failt36

lmpuv*Et dseNt sysln
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IrlgwflEn ad csEhrdo d Fdit€s

"''1 r13,1'15
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81591
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19,415
,161,111
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56,$0

6S 532

17857 i'I,85?

194,l31

166,713 {6l!,06.) (141,94r)

5r8.CX I 7,6,9l t 1,3sr,08o t 2.92nrl3

E. lntarfundTransacliofis

lnterfund fansaclions are r€ieded as loans, rcimbuB€ments or bansfels Loans are rcpoded as receivabhs and payables as

appopriarc and are sutjecl lo elimnaton upon co;;ldafi i"irno'oetn*s o*" *t'in.one tund inol6 a cost' dprges lhe

appropriab b€neftng tund anu ,"oro. ,s ,"ra"o J]i"i-u relmuursement' ltt ooer lnte lnd lransactons are beat6d as transf€6'

Transfers between govemmental or p.pn"u,y ,nat t'" n"tJ 6s part of he rcconciliaton to he govemment_wide columnar

preseniation. fne urinfcipatity has be fo owing types of transactons among fundsl

lnler,l./d Trarsfers - L€gally required transfors hat are rcported llvien incuned as fansfuein by he rccipienl fund and as

l'iililliriiiii" ai.-u,i"iig tu;',a, ,it, ,.oi*u;t und pirbles presented as amounls due to and due ftom olhor tunds'

hnnhifty Tn,osadians - Mvan@s between funds are also pes€nled as amolnts due to and due from other funds'

Ho$,ever, lhes€ transhls and relabd amou g r;;;bbs oJ payables are considered inlemal balances and activilies lhat

have b€en eliminated in tle govemment_wide financial slatoments'

F. RkkFinancing

The l{unicipality c€ries mmmercid insurance to cover poperty and casualty' hefl' torl claims and olher looses lnsurance polhes

". ""g;i-rE 
ii 6" ir"t" ni.o rre"*rv o"pafr'"nrinl-tits * 

"rro""eo 
t'ong all $e municipalilies of Puerto Rrco' Also

in.i^.t 
^fi.irtc 

.tf the ltuniaoamv are overec unJei varioui iurety UonUs. Cost ot insurance allocaled io he Municipality and

IHffi?ffi1i""o|!;;;';;ffi;;iJ;;id,;'riiacdbe y;rendedJuie_30.2011 amounted roapproximarery$33s,407.

The ornenl insurance potioes h"re not leen caiceltei oiterminatel. 
jn aacition, wtRCc deducled approximably $169,718 for worke6

compensalion in$ran@ @vering all municipal employees for he same penod'
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2. SUITMARY OF SIGNIFICAi{T ACCOUI{TI}IG PoLICIES (codinu{bn)

G, Uso oI Btimates

The proparalion of he basic fnancial stalemenis in conbrmily wih GMP requires managemenl to make eslimaies and assumplions
hal afiect he repoded amounts of 6seis and liabililies and disdosures of contingeni assets and liabililies ai he date ol he basic
financial stalefients and he reporled revenue and expenses during he reporting peiod. A6bal result could difier iom hose estmates.

H. R.cla3sificadons

vado{s rcdassifcalions have been made in he accompanying basic fiancial shlemenls whidr afiecl he comparability wih he basic
fnancial sl,atements issusd for previous fiscal years.

l. Future Adoption of Accounling Pbnouncam€nb

Ihe Govemmenlal Ac@unling Slandads Board (GASB) iss{red he tollolving pronouncements lhat have efeclive dales affer June 30,

20111

GASB Shtemenl No. 57, OPEB Measuenef,ts by Agent En plovr"rs aN Agn Muthb.E p/oyeffis. The obieclive of t s
Sl,atgment is to address issues rclated lo $e use ol lhe altemalive measurcment mehod and hs frequenq and liming of
measurcmenls by emdoyeE tEl padicipate in agenl munide€rnployer oher posbmdoymeit beneft (OPEB) plans (dEl is, agent
employe6). The requirements of his Slabrnent are ofiective for financial slalements for pedods beginning afrer June 1 5, 201 1 .

GASB Stat€inent No. 60, AMuilW and Fkancial Repotkg b, Servire Corcessim Amn@nents. The objective of his
Slahment is b impro,re financial repofling by ddressing issues relabd to s€rvice concession anangements (SCAS), whicfi are a
type of publiopdvate or publb-public parhe[ship. As used in his Statemenl, an SCA is an arangement betu/€en a tansbmr (a
govemm€nt) and an operalor (gov€mmental or nongovemmenhl enlity) in whid (1) tre hansfeor conveys lo an op€rator he right

and relabd obligalion to provue seflices hrough lhe use of infrastucfure or anoher public asset (a "bdlity') in exchange for
silnifcant consideralion and (2) tle opemtor collects and is compensated by fees ftom hird parties.

Ihis Shtement rcquires disdoGures abo{t an SCA induding a genelal desdipton of hs anang€rnenl and inbllnalion about lhe
associated asseb, liabilitjes, and defered inflows, he rights grcnted and relaned, and guafthbes and commitnenb. The

requiremenb of his Stalement are efiecli\€ for financial stalomenls for pedods beginning afrer December 15, 201 I . The ptovisions

oft s Shbment generally are required lo be applied rehoaclively tu all pedods presented.

GASB Statement No. 61, De Financial Repodiry EnW: Ornnfbus-an ane\dnent of G,4SB Stalerne s l\io. 14 1d No. A.lhe
objeclive of his Shtement is lo imprcve financial reporling tu a go,remmenhl financial reporting enlity. lle rcquircments of
Shlement No. 14,The Finatrcid Repoding E tit, and he related financial reportng requkemenb of Slatement No. 34, Easo
Fkancial sl.atenedf.and tldtage,r,edb Discus$n ard /4ra,ygFfor s,ale ad Local Govenn)enls, were amended to b€tt€r

meet user needs and lo address reportng entty issues lhal have arisen since lie issuance of hose Slatements.

This Stabment modifes cerlain rcquirsnenls for indusio of component unib in he fnancial roporling enlity. For organizations

hat previously r€16 requircd b be indud€d as component units by meeling he fscaldependencl qitedon, a financial benefit or

burden rglalionship also would n6ed to b6 prosent b€twe€n lhe primary govemment and hat organizalion for it to be induded in

he repoding onlity as a component unit. Furher, for oeanizalions hat do noi meel he frnandal accolntability (,ite,ia for indusion

as component unils btll hat neve |el€ss, should be induded bec€use he pdmary govomments management debminos ttat it
r,/odld be misleading to exdude hern, his Shtement dadfes lhe manner in whidr hat deteininalion should be made and the

types of relalionships hat generally should be consid€iBd in making tle deteminalion.

This Slabment also amends he cribria for reporliflg componeni units as if hey lvere paIl of he pdmary govemmeni (hat is,

blending) in cerbifl cirdlmslances. Lasty, additonal reporling guidanco is provided for blending a component unit if he pdmary

govemmelt is a business-lype activity hal uses a single column presenbtion for financial reportng. This Stalemenl also darifies
he repoding of equity interests in legally separate organizalions. lt requires a primary govemment lo rcpod ils equity inl6resl in a
component unit a6 an assel. The p.o,/isions of his Shtem€fl ale efieclive br fnancial sblements for pe ods beginning afler June
15, 201 2. Eadior application is sncoucg€d.
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2. SUiIMARY OF SlGi{lFlCAt{T ACCOUMITNG pOLtCtES Gonrrurion)

GASB Shbment No. 62, cotrtficatkn of tac.lr/nting and Financiat Reponing Guklan(,- Co aked in pe-Novenbet 30, lglg
FASB aM AIGPA Ptonoun@nenls. The obiedjve of t s Stalement is lo incorporate into tre GASB'S autlo itative literaturc cortain
acco^unling. and financial ropofling gudance ftat is induded in he following pronouncemenls issued on or before November 30,
196C, vi4ldt does not conflicl wih or contradict GASB pronouncements:

,. Finandal Accounling Slandards Board {FASB) Slate.nenb and tnleeGtatons
2. Accounting principtes Board Opinions
3. Accounling Researdl Bullelins of he A,nedcan lnstitute of Certified Pubtic Accountants' {AtCpA) Committe€ on

Accountng prccedure.

Hereinafter, lhese pronounceiEnb collecli'r€ly are refemd b as fie "FASB and AICPA pronouncemenb., This Stalement also
supeEedes Stabment No. 20, A@ating artd Fkancial Reponihg lor tuo ietaty Funds aN dhet covomnental htilies That
Use PrcNblaty Fund A.,,ouning, hereby eliminaling he eleclion provided in paragraph 7 of tlat Stabment for entemrise tunds
and business-type ac{ivilies to apply posl-November 30, 1989 FASB Stalem;b tnd hlerpretations hat do not coniticl witl or
conhadicl GASB pronouncements. The requirements of his Shbment arc effectjve for financial stalomenb for periods beginning
afl€r December 15, 2011. Eadier applicalion is encouraged. The provisions of t s Statement Oeneratty are rcqulrcd to be;pplie;
reboactively for all p€dods presenl€d.

Ihe ilunicipallly's finandal slatements Bere not afbcted by tle imptementation of lhese statements.

GASB Slatement No. 63, FrE ncial Rerr/ling ot Defened Odflotts ol Resout@s, Defaned /rt bys ofResouces, ard iiel tusitbD.
This Slatement provides financial rcpoding guidance for defercd oLrlfows of resources and defeded inflows of resources.
Concepls Slatement No. 4, Her'l,ents of FinaMizt gatemenls, introduced and defined tE6e elemenls as a @nsumplion of net
asseb by he govemmgni hal is apdicable lo a fufure repoding period, and an acquisilion of net assets by lhe govemmenl hal is
applicable to a fufure reMing period, rcspeclively. Previous financial reporting slandards do not indude guidance for reporling
hos€ fnancial stalement elements, Mich are distncl frofi assets and liabililies.

Concepts Statemont 4 also ftlentifies net posilion as he residual of all oher elements prcsented in a stalemenl of financial
po6ilion. This Slabmenl amonds he nel ass€t rBporling rcquiremenls in Slalement No. 34,8asi, Firanciat Sldenehts-and
Maragerrertb D,brussb, ard Analysis-for s/ate and Local6o@mmerfs, and ohe{ paonouncem€nts by incorporaling defeded
outflows of resources and defened infows of resources inlo he defnilions of he required @mponents of he rcsiduai measure
and by renaming hat measurs as nel posilion, raher han net asseb. The povisions of his Statement are efieclive for financial
statern€flts for periods beginning after Decernber 1 5, 201 1 . Earlier applicalbn is encouraged.

fte unlclpality has nol yet determined he eflect his shtemenl will have on he ltlunicipallty's frnan.jat shlemenls.

GASB Slabhent No. 64, Deivdive lnsttun e s: A,flkdbn ol Hedge Ac({,uDting Teminatbn prouiskms- a,]f,ndfilFlnt of
GASB Statemert lvo. 53. Some govetnmenb have enterEd inio inbresl rate swap agreemenls and commodily swap agreements
in whidl a swap counterpaaty, or he swap counlerpartys dedil support providgr, commils or expedence eiher an act of defaull or
a lemination evenl as boh are descdbed in h6 swap agreement. Many of hose govemments have replaced heh swap
counterparty, or swap co{nterpa(y's qtdit support providels, eiher by amendang eisling swap agrooments or by enb ng inb
new swap agBements. When these swap agrcemenb have been reported as hedging insfumenls, queslions have aisen
regarding tle application of he temination of hedge accounting pro,/isions in Slalement No. 53, Accoutling and Fkancial
Reponiu br Dedvalive lndruno s. Those provisions require a govemment to ceas€ hedge acaounting upon he temination of
he hedging deivalive instument, resulling in he immediale recognilion of he defend oumows o, rcsources or defened infows
of resoutces as a @mponent ol investnent income.

Ihe objeclive of tfs Statement is to darify whe$er an efbclivo hedging relalionship conlinues afbr he eplacement of a swap
counterpady or a swap counteDarb/s oBdit s{rpporl provijer. Thi6 Shtemenl seb forh Eileria hat ostauisi when he efeclive
hedging rslalionsfiip continues and hedge accountng should conlinue to k applied. The pmvisions of lhis Stalemenl arc effeclive
for financial slatements fol periods beginning after June 15, ml 1. Eadier apptication is encouraged.

the liluniclpallly's financial slalefienb rere not afiecled by ho implementalion of his statemenl.
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3. CASH AI0 lNVESIlirEt{TS

Cssh i, Earls

trtuniclpallty,s cash and investnenls at June 30, m1l are composed of: (1) demand deposits in commercial banks, (2) demand

deposits in 6e Govemment Development Eank of Puerto Rico (GOB, fiscal agent), and (3) cash equivalenb in commercial banks. Cash

eq;ivalenb ot $4.2 million aG deposits in commercial bank accounls and inleresi bearing accounls in GDB, and are recorded al cost,

rhidr approximabs fair value.

puedo Rico laws auhoize govemmenial entti€s to invest in diroct obligatons or oui{.lalions guaranbed by he ftdeial govemment ot

tl€ Govemment i4unicipaiity is also allowed to invest in bank acceptances, oher bank obligations and certificates of deposii in

financial inslifulions auhorized to do busin€ss under the fede6l and Govemment laws.

Municipality blloris he Factice of poolino c€sh. At June 30, 2011, he pool cash account in interesl beating @mmercial banks

a.counL h; a batance oi $2 mi ion ; v{tidl $14,303 in he General Fund, $223,831 in he Head Sbrt Fund, and $1.8 million in oher

Go,,/emmental Funds, all was d€pooit in Popul Bank of Puedo Fico. The balance in he pooled cash accounl is avaihbb lo meel

curent operating requirements ind any unresficled e)(@ss, if any, is generally deposit in accounls wilh commercial banks. Any

deficienci in h€-pooled cash account is assumed by he geneml tund and covercd hrough tuture budgetary appropdalion'

under he laws and regulations of he Govemment p{blic tunds deposited by he t unicipality in commercial banks musl be tully

collateralized for he am;unb d€posited in excess of tre Federal Deposit ln$rrance Corporation (FDIC) coverage. All s€c.urilies pledoed

as collateralarc held by agents designaled bybe Govemments sedelaryofhe Trcasury, b]ll not in he unlcipality's name.

Cash wih fscal agent in he debt seruice tund consisb of prcpeo tax colMons and sales and usage laxes amounting lo $1 ,202,391

hat are resticled-hr he parnent of he Municipallly's debt service, as requircd by law. c6sh wih Fiscal Agent in oher govemmenial

tunds @nsist pdndpa y oi $757 housand of unspent proceeds of bonds hat are resticled for he acquisilion, conslniclion or

imDrovernent oi maior ;pitat assels. the amounts deposil in GDB is maintained in interest beadng accounb and is not collateralized.

lilunicipality folo{s $e provisions of GASB Ac@unling Standads Codification Section C20, Cash Deqsil vik Fkancial lndih]lbns'

retated witr cash deposii and interest+aming investn;ni contrac{ vrih fnancial inslitutons. Accordingly, he tullowing is essenial

infomalion about credit dsk, interest rate risk,-qrsbdial credit risk, and foreign exdlange Gposurc of d€posils and investnents ol lhe

*lunicipallty at June 30, 201 1 :

Crgdft Rith

Ihis is he dsk hat an issuer or oher countemarty to an investnent will nol tulfill its obligalions. At June 30, 201 1 , he lrunicipality has

inrofO oniiin ."if, 
"qui*tenls 

of $2.3 miition-consisting of deposit in @mmercial bank accounts, whidr are insured by he FDIC,

ge;r"1y up to a ma,,i * of $250,000. 1" previoudy m;ntioned, pub1c tunds deposiled by lhe Munlclpality in commercial banks

;ust be 6iy collatemtized tor he amounts deposibd excess of t1g FOIC covelage. No invesfnents in debl of equily seqidlies were

,uoa arinir t" ii*r v""r ended June 3d, 2011. rheretore, he l{unicipstity,s management has conduded hat he credit risk

reiatod lo an;y possibls toss retated to defaults by commercial banks on he Municipallty's deposils is considered low at JunB 30, 201 1 .

Cwtodial Ctldit Rkk

This is tle dsk hat, in he 6vent of he failure of a depodbry fnancial insttrtion, tle lrunicipallty will not be able lo rccover its c{6h

and inveslments or will not be able lo recover coilateral seaudtk$ $at a,9 in t\e poGsession of an outslcle parly Pursuant to lhe

tnvesbnenl Guidotines tur he Govemment adopted by GDB, tD ilunlcipality may invest in obligalions of he Govemment obligatong

of t1g Unit6d States, certifcates of dsposi! co;mgrcial paper, bankeis accepbnce, or in pools of obligalirs of he municipalities of

ir"rfo ii*, ,fri.f, * ,"naged by GbB. Al June 30, 2i 1 i, he Munlcipality has balances deposited in commercial banks amounling

b $2.3 mi[;n \rnid are inJred 6y he FOIC up to tte eshblished limit and he excess are tully collabfalized as€xplained^above.

Depo6its in GDB, amouting to g2:O million are uninsurcd and uncollateralized. However, no losses relabd lo d€hults by GDB 0n

deposil transactions have deen incufl€d by fie lruniclpality hrough June 30, 2011- ll is managements policy io only maintain

deposits in banks afftiated to FDIC to minimize he qslodial dedil risk, excepl tor GoB. Therelore, he tttunicipality's management

has conduded tlat at June 30, 2011, he dslodial credit risk associaled wih he itunicipallty's cash and cash equivalents is

considercd lo .
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3. CASH At{o lNvESTilEt{TS (conlinudion)

,rtorlgt RE!. Rist

'Ihis is he dsk hat changes in interest rates of debt investnenb rdlladversely afbcl tle fair valuedan investnent Ihe Munlcipality

minag€s ifs eAo6,]re f-dodines in tair vatues bI (1) not induding d6bt or equity inveshEnls in ih investnents porftlio at June 3o,

loi i"tij ii.iini tri *agt bd averago maurity & iL'investnents in cerlificabs of depo6il to pedods of hree monhs or less, and (3)

i""pi,tiin*ioiis uarri aeposib i; cedifrca6 of deposit and in inlerest bearing accounts gen€rating inlorest at pre-vailing ma*et

rab;. iErefore, at June ?O, i01 1 , he interesl dsk ass;ated wih he lrunicipalig's cash and cash equiYalent is .onsidercd low.

Fgr.ign Exchanga Rk*

Ttis is he dsk hat dlanges in exdlange rates ldill advelsely affec'l he value of an investnenl of a deposii Ac@rding to he

aforementioned i6vestneniguidelines, ad;pted by he unicipality, he unicipstity is prevenled frorn invesling in foreign seqfilies

"i""i-"ir", 
typ". 

"t 
i.*it"ents for whicfi toreign exdla;ge'risf erposure may.be significant. Accordingly, management has

coro,ioJ tra ii" ro"E" 
"xdrang€ 

risk relaled to t; [uniciprlty's deposib is considered lo$ al June 30' 201 '!

4, DUE FRO GOVERflME IAL UI{ITS

The due from govemmentd unib for he fiscal year ended June 30, 2011 conesponds to $92'688 from Puerto Rico Treasury

GartneniOr ire Ct *tnas Oonus. Ite Otrer G6wnmental tunds amount is cornprised from Pu€rto Rico Depatunent of Education

$3i4,910, $90,628 fiom he Pu€rb Rico Trcasury Departnent hr he Law 52 Program'

5. ITITERFUNO RECEIVABLE, PAYABLES AXD TRANSFERS

A. lnwll//,d Rec,.iv't,L end Pey&le Bal ca

Due to/iom Oher Funds at June 30, 20i 1 are summariz6d s follows:

B- lnwfttndfn]IF,tus

INIERFUI{D IIITERFUT{D

RECEIVABLE PAYAALE AIOUNT

Head Shrt C+neralFund $ 31,276

ceneralFund Ofier Fund 1'242'155

Tobr q!441

VofunE of Business Taxes

ofDr GovemfiEntsl Funds

Head Sbrl

lnbrgovemnEnbl

UIIAVAILABLE UiIEARNED

$ $ 258,747

- 745,825

4,897,697

92,688

Tobl Deb(ed/Unearned
s 4.ss0.385 $ 1,001,572

Transfe6 are indicatve of tunding for capital prciecls or debt seNice, and subskjies of ladous operalions'

IXIERFU}ID IM SFERS WITHI tlIE @VERNIIE}ITAL FUNDS

SOURCES IRA SFERTO AITOUNT PURPOSE

GneralFund Debtsery'Ee Fund $ 311,332 DebtPay'Enb

Oher GovernlDnbl Funds Deblservhe Fund 2,265 Bond lssue Co$

C€neralFund Oher GovernflBnbl Funds 41'292 Madlhg RequiesEnb

Tohl I 354'889

DEFERRED REVENUES

Govemmental funds r€port defgned rcl'erue in connecton wjth

reaeivables for revenues hat are not considercd lo be available

to liouidate liabilities of he cu ent period. Govemmental funds

also defer @venue recognition in conneclion wih esources

that have been received, bul noi yet eamed At he efid of he

cunent fscal year, lhe va ous components of deferBd revenue

arld uneaitsa! reveru€ reported in tle govemmenhl funds
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7. DUE TO OTHER GOVERI{MEI{TAL UI{ITS

As of Ju0e 30, 2011, balance due b oher govemmenhl units

of he General Fund for seNices rendered to he municipallty,
consisb of he following:

8. CAPITAL ASSETS

Capital Assels aclivilies for Ihe fiscal year ended June 30, 201 i was as follows:

Oepre{iaton expenses were charged to govemmental funclions/programs as follows:

AI{OI'NT

General covemfiEnt $ 120,369

Publbsabv 42,483

tublc ltbrks and Transpoftton 304,464

Cufur6 and Recrealon 219,497

Heaft and l/!bl6re 7,081

Edu.abn 14'161

Tobl Deprecialion Expenses $ 708,055

A,,O't{T

$Abr and S€wer Auhori, $ 37,502

General Adfiinisfaton Services 1,551

AEELA 305

ASES 87,547

ToblDue b GovernnEnbluniE 9_-l?q99!

DEECRIPI|O}I

No('-Ilpiechble capilal assebl

Land

ToEl Nonisrcciable Capibl Asseb

Deflscbble C.dbl asseE:

TotsI D.rociable capiEl Assob

tlss Accumulabd &preciabo:

B{ildings and Buildin{s lnFov€lneiB

Tobl A.cumuhbd D€g*6bn

Iohl tr€r.eciabl€ Capibl Asseb lNel

CAPIIAI A.SSETS. NET

BALAIICE

JULYI,

mr0

$ 6,738,831

5,569,340

EALAI{CE

JUNE3O,

20!1

$ 6,852,83{

6,412,616

INCREASES OECREASES

$ 54,m0 $

843,306

Buildings and Edldhgs lnp.ovemenE 13,291,238

Equipmenl and vehicles 1,193,337

Fumtule and Fixtrres 526,912

Heavy Equifln€nl 2,608,734

ht*nMtuE 4,714.93

12,W,114

22,634,55,1

192,689

23.157

a,$5
$1,177

1,716,471

2,263,129

13,265,480

13183,927

1,517,m4

sfi,211

2,914,211

6,430,774

21,898,283

(2,811,233)

(1,229,r13)

(313,801)

(1,e)6,512)

(171,711i

(6,365,€3)

121f,fi2)

{1s8,81'
(59,881)

(129,081)

|.112,D0J

1,565,6711

(3,059,295)

0,387,924)
(403,685)

(1,635,623)

(586,S1)

(r,073,488)

17,824,1516,269,121

$ 28,637,295 $ 2,452,980 t, $ 3r.090,275
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9. GEiIEML LO}IG.TER DEBTS

A. C.,e,d @lig.tioas 8f;,nds and Sprf,;hl Otttigetfons tunds

The pdncjpal long'term obligalions of fie lrunicipallty ar€ general obligation bonds and special obtigation bonds issuod to finance he
conslruclion and improvements of plblic tuciliUes and p{rchase of macilinery and equipment T}e itirlclpatity's obljgalions tong-tem
debt ctirements are appropdaled and paid fiom resources acdmutated in he Debt S6ice Fund (S€e Nofu 1Oj.

Tle following is a summary of general and spe.id obligation bonds of tle itunicipalily 6 of June 30, 2Ol 1 :

Typo of Obllgdon t|d PwDo6.

&nerd Obllgrior 8on& . Prcn€., Te:
M1,m0, Sdbs 1900, Gdprdl Cc[Etudcn

$,410,m, Scjes 2m- PurtEse of EAiFi€r

$86,m, Ssies 207 - c€.B-al CdEtuclbr

$655,m. S€ries m8 - GsErd Ccrutu:.tdl

Totil Ge|*d OulgEton Bordt

Sp.dd Obligafon Bondi - cei.r.t R.rclue.i

&1,220,0m, S€ries Zm- Pucl6e dEqiFh€nt

Totd Sped8l Obligdioo Sonds . cene.d Ra'lu.6

Sp.dC Ouigdon Bffir5 . Sde. dd U3. Tffi
$a855,0m, S€d€s 2008 - Gene?l Cc[Etudon

S10,tm, Ssies m - Pwhase d Eqipn$t

$,4$,m, Serix 201 1 - Purhae of Eqipnei

Tou Sp€dd Obligdoo Bonds . S.le! ad lJs. Td€3

Icid SDecid Obllgdon Bo.d!

Totd Gd..d dd Spedd oulgdon Bond!

lLturiv tnbre3t

Dde Rde

$ 113,0m

70,0m

640,0m

625,m0

2016

n11

2m1

ml

2016

5.m%

5tr6
1_M
7_*

1,448'0m

8.otr/" 575 000

575,000

N24

m14

n15

7.flk
7.50/6

1.tr

2,650,m

n,gn
4$,m0

3,323,000

3,898,000

t tr3{qom

B, Lqd Mt Linlt end Logal Mt neryh

On Mard 9, 2tJ09, he Commonweallh of Puerto Rico appovos Law Numbe. 7 hal p.ovides for revision of ho valualion of popedy
subi€lct to taxalion and imposes special propBrty taxes for he Commonw€dh. Ths funicipality debl limiis are '10% of valu6lion of
property sub,ect b taxalion, plus he balance of he special ad valorem lares in ho Debt Service Fund. ln addilion, befoe any new
bonds are issued, lhe rcvenues of he osbt Service Fuid should be suftcient lo cover he projecled debt se ice requirerient
Mdilional legal dobl margin wG delellnine fo. he issuance of tE special oblEatons bonds hat are paid hough rclenlion made by
he MRCC from monhly advance of annual propeo tax atd sub6idy send b he iiunicipality.

C. Odt., Laig-|om Nb
nowin, frcn IIRCC

On July 1,2007, tle unicipality entered into a repaymenl agreernenl wih he GDB and MRCC lo repay tD uncolleclible poperty lax
sale auhodzed by he onacled Law Numbe.146. The originalamount of debl is $84,149 to b€ paid dudng 25 yea6 plus annualinta.est
0f6.22%.

0n July 1, 2002, fle ilunicipality enbrcd inb a repayment agreemenl wih h6 GOB and MRCC b rcpay he uncollectible prcperty tax
sale auho.ized by tle enaclsd Law Number 42. Ihe originat ahotint of debl is $1,049,742 lo be paid during 30 yea6 ptus annual
inler€st of 6.1875%.
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9. GEI{EML LONGTERI, DEBTS (conrudoi)

Or November 28, 2O01, he itunlclpallly enbr€d inlo a repayment agreemsnt wih he GoB and MRCC to pay br he prcporlional

d€bl to co\€. he Land lnfomalion Ma;ageipnt Syscm (LiMS), syslem eslablished by MRCC wih be capacity b maintaining

oAota rnO pfrof"ot af *t property of Pierio Rico:The o.iginaidebt w6 $55,763 b be paid dudng 10 years plus annual interest of

5.95%.

Delanxlst tb
ThisamountreprollenbheUnpaidbalceofhebondissueco6lofhefollorringobligali,l:$2,855,000,sedes2008sp€cial
obligalion bonds.

Alr,sorlas Eortus

Ihis amount r€preseits h6 eslimated acolred Christnas bonus ac@mulated as of June 30, 2011 and payroll relabd benefiis,

rcpres6ntng tle benefit to employees lo be paid dudng he filst week of o€cember 201 1

Cort emrled ADssrclg

This arount represents he eslimabd acqued vacation benefts, ffiu€d sick leave benefib and payoll related b€nefiis, repes€ntng

$e Munlcipality's commibnent to fund $dl co6ls fiom fufure operalions'

Following are he Oher Long_Term Debts:

oEscRlPTlotl

La Nunber 14&MRCC

Lar Nmb€. 42-lrRCC

UMS+,IRCC

D€hed Cl€db

Cl*tnas Bcrus

TOTAL

BALA CE

JULY I,
?,10

$ 71,61 $

923,156

10,5@

6,716

17z56

REIIRE{EITS BAIANCE AITOUI{IS A (}UI{TS

I{EW ATD .'I'NE3O, DUEWTHII{ OUEAFTER

ISSUEI AtrIUSTIIE{I 2OII OIIEYEAR iIEXI YEAR

- $ (xs) $ m,685 $ 3,366 $ 67'319

. (20,564) S@.€S1 21.61 881,G4

- (6,360) 3,6.2 3,632

s19 - 7,606 7,635

185,t/6 (1?2,586) 185,v6 185,376

2 628,933 1?,:u1 1181.843) 2,t/9'931 1.s.145 649,486

r lera?n ( 1lqr$ s 1386 3ml $ 3.7511150 $ 2144.6/6 3 1,m5.474

D. Chang.6ln Gen$el LotlgElorra Dobtt

The following is a summary of changes in long.tem debts for he year ended June 30' 201 1 :

BALACE
JULY 1,

DESCRImOT 20lo

Genelal

Sp€cial

Ohers Debb

TOTAL

REIIREIE'{IS BALA}ICE AIOUXTS

}IEW AIID JUNE3O, DUEWIIHIT{

ISSUES AT'JUSIIENT 2()I1 OIIE YEAR

AI'OUNTS

DUE AFTER

NEXI YEAR

$ 1,317,000

3,587,000

1,605,474

$ 1,573,000 $ $ (125,000) $ 1,448,000 $ 131,000

3663,024 453,000 (218,021) 3,898'000 311,000

3,816,323 319,136 (335,309) 3,750,150 2'144'676

s s0s2347 $ 12,136 $ (728,333) $ 9.096150 $ 2'586'676 $ 6509'474

E, I)d,'t ConPlhnce

Therc aIe a number of limiblions and rc3h61bns conlained in he vanous bond indentures' The ltunlcipallty belieles it is in

cornpliance wi$ all signific€nt limitalions and rcstictons



co xotiviEA-rH oF PuERro Fllco

MuilrcpArrY oF ORocovls, PuERlo Rlco

NOTES TO THE BASIC FINA}ICNL SIATEIEI{TS
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9. GEI{ERAL LONeTERI, DEBTS (co'ni"''rioo)

TIe annual rcquir€m€nb io amoatize he general and sp€cial oblEations oubtanding as ofJune 30' 2011 are as follows:

't0.

YAR EiI'II6 PHI{OPAL IIITBEST PRI{OPA]. II{T4BI PBIIOPII II{TRBI IOIAT

J'I€'o, PAYE'I PAYIEIT PAYre T PAYIA{T PAYXEIT P YXEIf PiINCIPAI IXIRESI

?,12 I 131,CO I
tt3 qm
2,14 a,m
o1t 70m
2,16 50m0

all-&1 &m
2@-,n6 {lm
Mt-81 2$,m
@-2(B m,m

n55 3B,m m5@

3q551 1,10{,rr0 5a,z?6

22580 1.04!@ 13X313

0t913

2,1m

23q560 1,58X879 1,@,S7

16t,9 1,701,IJ4 5lr,lo
82@ 615,918 116,$5

163 fi,$ 5758

,,0$ t 311,m I fq475 t Z1{4,6t6 t o6i $ 256fi I ms|
92012 35@ 26o,6a 6,S E3l8 15,56 

'11,@lsr,687 3qOO & t 2c056 $678 '15l,{66 JIq@

0 12 s4,m ,7,@ aw s{,916 '1660I }6'm
31 256 53.68 14,6 31e152

181,879

6918-ns
urneadiu 6''120 66l'12l

I 1,{q0! I 1,O(OO I 10lm t 1,fiq,r t 17s0,150 t 77q44 t q6$0 t x1&7!t

-:'-.-
DEBI RETIREMENT

Revenues of he debt sewice fund consisls of lhe ad-valorem property taxes wfiiclt are recognizsd as revenue when collected hom

frpii"" 
".U "p",ea 

tV t'" Municipal Revenue Coltection Cinter of fre Commonweallh of Prterlo Rico to he Municipality (See

Note l l ).

'Ihe6e popedy taxes are accumulated by he Municipal Revenue colleclion center in cosls of he general obligalions bonds issued by

tii" ir'ni"iir"fiity tS"e uoe iO). paym;ir are male to he Govemment 1levelopmenl Bank of he Commonwealli of Puerto Rico ftom

such acdmulated funds by he ltlunicipal Revenue Colleclion Centor of Puerb Rl@.

PROPERTY TAXES

The Municipality is auhodzed by A6i No. 81 to impose and collect propedy taxes frorn any nahrralor legal person hal, at January 1'3r

J *.f, *fi!,0"iv"" ff i i. engaged in tade or orsiness and is he owrer bf personal or real prcperty used in trade or business, or (2)

owns residenlial real prcp€rty uih a value in excess of $15,t100 (at 1957 markel pdce).

TheMRccisrcsponsiblebr$eass€ssmentofatlrealandpelsonalpropedylocatedwihint|elilunicipalityandfol$elevy,
adminislration and colleation of he corosponding lax contiblton.

The peFonal property tax is self-assess€d by fle tapayer on a retum, whid is to be filed and paid in tull by May 15 of eadr yeal vrifr

n" fiicc ini oiseii * 
"rnent 

vatues as of Decehber 31 of previor.rs year. Reat propedy tax is assessed by he MRcc on each

piece of reaf asUte ana on eaOr building or residence. The prcp;t/ Ex coitibllion is levied.eedl.year over tte appraised value of he

[uip*p"rty 
"t 

h" b"ginning of te cilendar year. T}e real Flperty assessmenl is based on he dnent value existing in he year

1957.

The MRCC is responsiue tor he lilling of real property tares and colleclions ot boh,leEonal and Eal.popedy taxeson behalf of all

miiiii"i,iparit*'"i iri,r" nico. pdi ro h" *iinnlng of each fis.at yed, he MRCC informs Ure t{untcipatity ol the eslimated

;,*,;i;fi;&tty raxei 
";p"a* 

o u" .n*t"a-t, ti ensuing fiscal tear' Throughoul he vear,.he MRcc advances tunds to tie

l,funi"ip"fil,t fi*,il o" U" i;i6 e6lim6ted coleclions. The MRCC is requircd by law to preparc a s€ttement slalemenl on a fs.al vear

;;i;, fi;bt;;;fu; i...0" u"t**n he amounls advanced lo tiie itunicipality and amounts acxlallv collecled iom

eA;y;. Thii ."tt*.f hs b be completed on a prdiminary basis not later han- hrce monhs afrer fis'al year€nd' and a final

sefreirent maOe not tater to six montrs after year-end. lf Ule MRCC remits to he liluni.ipality prcperty laxes advances, wlrich are

L* tt"" t "G 
.ariff, Jlected, a receivab6 from tle MRCC is rccorded at June 30. HoweYer, if adYances exceed the amotlnt

*t ,ulfy *il".t"t, i Oo*ring f.om MR6C is recorded al June 30 lho differcnce bet$'een he advances and tie final settement ftom

UCCitor tre t""at year ai, resutted in a receivable of $28,015 tor he Oebl Sewice Fund. At he lime of he preparaton of lhe

nn"n6a it t"r*f n" Oif"r"nce betveen he advances and hs final settement lo tie Geneml Fund is pending of fnal debmina1on.

11,
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l'1. PROPERTY TAGS (contnurrion)

The lax rat6 for fscal year ml1 is 8.43% tor real properly and 6.53% for pelsonat property of $ich j.03% of boh are tor he
.edemption of public debl issued by he Commonwealh of Puedo Rico and 7.50% and 5.S0%, respectvety, belongs to lhe
Munlcipality. The Commonwealh of Puerto Rico also confibutes an annual lax mte of 0.20% of fle property tax co[;ted. The
remaining p€rcenlage is distib{ried as follows: (a) 6.00% and 4.00%, respectively, rcpresenls he Municipality's basic tax rale bal is
approprialed for ge*leral purposes and herefo.e accounted ftr hrough he general tund. A podion of sudr anount is deposited in an
equalizalion fund togets wih a percenlage of he nel revenuas of lhe Puerb Rj@ eleclronic lotlery and a subGidy ftom he
Commonl|eallh of Puerlo Rico. The remaining pottjon belonging b he ilunlclpalily of 1 .50% reprosents he ad-valorem poperty taxes
wihheld by he MRCC and rcsibted for debi seruice, whidr is accounled for tlrough he debt s€rvice tund (See Nole '12). The
Munlcipality has rcadled he maximum stafuiory tar rale limit for he ba6ic tar wlrle here is no limilalion for tle ad,valorcm lar Ele.

As previously menlioned, on Mardr 9, 2009, tle Commonxiealh of Puedo Ri@ approves Law Number 7 hat provides for revision of
he valualion of paopedy subject b taxation and impos€s special prcpedy taxes for he Commoawedh. The effect of t s Law was an
increase in lhe valualion of he real propeiies and in he exemplion gEnted for he residential units oco.lpied by lheir owne6 by
mulliply boh amount by ten. Accordingly, he reskiential unils occupied by heir owners arc exempt iom real prcperty taxes on the frsl
$150,000 assess€d value. For sudr exempted amounb, he Puedo Rico Secrelary ofhe Treasury assumes pafnenl of fle basic tax to
he unicipality (6.t10%), excopl for residenlial units assessed al less han $35,000 on whidr a complete exemplion is granbd. As part
of Law No. 83 of August 30, 1991, as amended, tle exempl amolnt to be paid by he Puerlo Rico Secrelary of he Treasury lo the
Irlunicipallty vras iozan as of January 1, 1992. The Municipal Revenue Collection Ceoter, inslead of he pmpedy ta&ayer, becomes
h6 source of paymonl in hese cases.

ln addilion, he law gcnls a complete exemplion froln personal property iares up b an assessment vatue of $50,000 to rBhjlers rvith an
annual nel sales volumo of less han $150,000. The MRCC advances to he tttunicipalq, on monhly payments, 100% of $e
contribulion assessed over prop€rty tor eadl fiscal year. ln accodance b Law, hese advances will be conlribulions by he MRCC from
hxpaye6. The MRCC pedodically informs to he iiunicipality he amounb collecled f,om taeayeF and applied to oubtanding
advances,

The llunicipality records as revenue in he geneEl fund he poperty tax contibulion when received from monhly advances ftom
MRCC. Due lo he tucl hat collectons of popedy hx are applied to $e advances of properly Iax paid by he MRCC, he amortzaton of
he a(fuance at end of yed was not available due to hat is in process of veffcalion by exbmal audilo6.

12. VOLUME OF BUSINESSTAXES

The volume of business tares is levied each ye b6ed on tre prior yeads gross revenues tor all commercial and industial
orcanizatons doing business in he unlclpality and which are nol totally or partally erempt fi.orn his tar under he lndushial
lncenlives Acts ot he Commonweaih of fuerto Rico. This is a s€lf-assessed tar based on he business volume in gross sales as
shown in he lax rcfum hal is du€ five no*ing days afler April 15 of each year. Enlities wi$ sales yolume of $3.0 million or morc musl
indude audiied fnancjat stalemenis togeher wih he lax refum. Dudng he fscal year ended June 30, 201'1, he tax lales werc as
follows:

a. i.50% for fnancial inslifutons and savings and loan associalions.

b. 0.40% tor alloher organizations.

Taxes are payablo in t$o equal semi-annual installments on July 1 and January 1 following he dat6 of levy. lf hey ars paid witl
dedaralion on or before he duo date, he taxpayer is ghnted a 5% of discount. The volume of business lax receivable reprerents fled
tax refums hat were uncolleated as of June 30, 20'1 1 . Colleclbrls of laxes during cunent fisaal year cor€sponding of Ule lax refum
bas€d on he pdor year gross sales are applicable to he nexl fiscal year and recoded 6 defered evenues in he General Fund.
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13. SALES AIID USAGE IAXES

Itiunicipalily imposes a Sal€s and tjsage Taxes of 1.5% ('1.0% collecbd and belong lo he ilunicipality and 0.5% collected by the
Puedo Rico secretary of he Treasury) on he sales pdc6 of a laxable ilem or on he purdlase price of all usage, sbEge or
consumption of a taxable item. All merdrants rcquired b coll€al he Sales and Usage Taxe6, are requilrd to fle a monhly Sales and
usage Tax Retrm Form, no laler han he 106 of he following monh fr,om he monh being reported. The Acl also provid6 for
rcsticlions on he use of he resources (induding he 0.5% collected by tle Puedo Rico Secrelary of Treasury) to be invesbd in sotirj
wasb and rccyding progEms, capihl improvemenb and healh and public safely costs.

The amount collected by ho Puedo Rico So.rstary of Treaqiry will be deposited in accounts or spe{ial tunds ii GDB, subiect to
resfictions imposed and distibuted * foltows:

a. 0.2% willbe deposited in a'Municipal Developmenl Fund'b financo costs as restic.ted by tle Act;

b. 0.2% will be deposited in a 'Municipal Redemplio Fund' b finan@ loans lo municipalil,es subiect b rcsticlions imposed by he
Act and

c. 0.1% will be deposibd in a 'Municipal lmprovement Fund' b finance c€pital improvement proigct. Thes€ tunds will be disfibuled
based on logislalion from he Commonwedh's Legislafure.

Sales and Usage Taxes receivable represenls filed sales tax refums tlal were collecled slbsequent to June 30, 2011, but pertaining lo
he curent year pedod.

14- coNsIRUCTrOr{ EXCTSE TAXES

[unicipality impose€ and collecls municipal constuctioa excise tares b most nafuEl and legal persons hat carry out actvilies relaled
b conslrucli)fl, epansion, major rcpairs, roloc€lions, alleralions and oher typos of permanenl imprcvemenb b rcsidenlial, commercial
and industial buildings, and any stuctures wihin he britodal {ea of he itunicipality. ne lax is also applicable to infiastucturc
prciecb, he insbllalion of madrinery, Bquipm€nl and fixturcs, and oher types of constuclion-related adivites.

The conslruction excise tax generally is a self-assessed lax imposed over he co6t of he prcjecl, net of cedain exemplions sudl as he
costs associalod wih he acquisilion of land, exisling buildings and improvsmenb, projecl design and ober engineedng fees, licenses
and permits, consulting and legal bes. The tax is paid by tre laxpayer beforo tle beginning of he constuclion project. ne aclivities
coverc by lhis tax and lho exemplifi granbd are 6 follovvsl

a. All consfuclion will pay 3% of consbuction excis€ taGs.

b. All consfudion projscls caried out by shb, ftderal and munidpal govemments will pay 4% of construclion excise taxes

c. All constuclio Fojects catried out by nol-for-profit organizaton educalional inslitulions have full exemplion b he constucton
exose laxes.

15. ITITERGOVERTTEITAL REVENUES

lntergovemm€nlal revenues consist primadly of funds rcceived tom he Commonw€alh of Puerb Rico, "in lieu of tax' payments frlm
fie Quasi-public Coryoralion, fuefu Rico Electic Power Auhoity, and federai fnancial assistance received from federal govemment.

Grants and subsijies reaeived iom he Commonu/ealh of Pu6rlo Rico and fed€ml aggnci€s indude, amo.g o&ers, a geneml subsidy
for u6an de\€loprnent and c€pital impfovemenb. lnlergovernmental revenues are accounbd br Ihrough he G€fieral Fund except for
ho6e dirocdy rclaled lo urbafl developrn€nl and capilal impaovemenb, which are accounbd for tlro0gh he Special Revenue and he
Capit€l Project Funds. FedeEl Financial Assisbnce is recorded in he Special Revenue Fund.
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16. PENSION PLAN

Descriptio/]. offt Plan

Employees of he i,tuniclpality pa,thipale in he Employee's Retremenl Syslem of he Govemment of puerto Rico and its
lnstumenlalitjes (ERS). The ERS is cosl-sharing mullipl+employer defned beneft pension plan sponsored by tle Govemment under
tle Acl No. 447, appoved on May 15, 1951, s amended. ERS cove6 all regula employees of tle Golemment and its
instaumentalilies and ofcertain municipalilies and components units nol covered by heirown retrem;nt systems.

Padjcipaton is mandatory except for membeE of he Legislafure, Govemment secrehies, Head ol Agencies and public
lnsfumenlalilies, Assistanls lo he Govemor, he Compfoller of th€ Puerio Rico, Gubemabial Board and Committee appoinlees and
Exp€dmental S€rvjce Slalion emp,oyees. ERS provid€s relircmenl deah and disability benefib. Disability aeliremenl benefils are
available b members for ocQpational and non{cqrpatonal disabilities. Relirement benefts depend upon age at rclircment and
number of yeals of credited seavice. Benefb vesl afler ten years of plan panicipalion.

Members who have atbined al leasl 55 years of age and have compleled at least 25 yeals of dtdilable s€Nice or membeB who have
athined al leasi 58 years of age and have completed ai leasl 10 years of deditable seruice arc enlited to an annual beneft, payable
monhly fo{ life. Ihe amount of he annuity shall be 1.5% of he averag€ salary, as defned, mulliplied by tje number of years of
credilable service up b m years, plus 2% of he averagg salary, as defined, multiplied by he number of years of crc'ditable seNice in
excess of 20 years. ln no case will he annuity be les! ttan $200 per monh.

Parlicipanis t{ho have completed ai least 30 years of credihble se ice are entited to receivo he Medt Annuity. Parlicipants who have
not atlained 55 years of age will receive up to a maximun of 65% of he average salary, as defined, or if hey ha,,i€ attained 55 yeals of
age will reaeive up to a maximum of 75% ol he averagE salary, as derned. Disability rclircment benefits are available to members for
ocdDalional disabjlity up b a maximum benefl of 50% of he average salary, as defined. However, for non{caDalional disability, a
member must have at least 10 years of qEdilable services.

The contibulion requirements for boh employees and employels arc esbblished by law and are nol acfuadally determined. Employees
are requarcd to conhibule 5.r/5% tor he flsi $550 of monhly salary plus 8.275% for he excess of his amount, or on lhe altemalive,
8.275% of heir monhly gross salary. The Municlpality is required by Act No. 447 to confibute 9.275% of ils employees' gross

salades.

Act No. 1 of 1990 mde certain amendments applicable to new paiicipanls joining he ERS efieclive Apil 1, 1990. These changes
consist prindpally of tle eslablishmefll of coifibutions at 8.275% of he monhly gro6s salary, an in.re6e in lie relircment age to 65,
a dedeas€ in he annuity benefit b 1.5% of he avemge salary, as defned, for all yeals of credilable seNices, a decrease in lhe
maxjmum disabiliiy, and deah benefts annuities from 50% io 40% of average salary, as defined, and he elimination of he Meril
Annuity for paflicipaflts who have completed 30 years of caeditable services.

Law Numb€r 305 was enaded on September 24, 1999, amended he Act Number 447 for he puDose of establishing a new prcgftm
(Sysbm 20{0). Sysbm m00 became efeolive on January 1, moo. Emdoyees padicipaling in tle c nent syslem (ERS) as of
Docomber 3l, 1999, may elect eiher b shy in he defned-benefit plan or fansfer to he new progrcm. Pe6onsjoining he govemmenl
on or afler January 1 , 2000, vrill only be allowed to become members ot System 2000.

System 20t10 is a hybrid defined conbibulion plan, also known as a cash balance plan. Undor liis new plan herc will be a pool of
p€nsion asseb, whidr will be inve€bd by hg System, togoher wih ho6e of he oinenl defned-benefit plan. Benefils at eliremenl age
will not be guaranteed by he Govemmenl. The annuily will be b6ed on a fomula whidl assumeo hat each year lhe employees'
contibulion (wilh a minimum of 8.275% up b a maxjmum of 10%) of heir monhly salary, and will be investsd in an account whidl will
eih6r: (a) eam a fred rale based on he twoyear Conshnt Mauity Treasury Nob or, (b) eam a Ete equal b 75% of tle retim of lhe
Sysbm's invesfngnt portrolio (nel ot management fees), or (c) eim a combinalion of bob altemalives. Participanb receive pe{iodic

account shlemenb similar b bose of defned contibulioi plans showing hei acfired balances. Disability pensions are not being
granbd under Syslem 2000. The employers' onbibulions (9.275% of he ernployees' salary) will be used lo tund he curenl pl,nr-

lf at lime of aet@ment acdhulated benefils amount b $10,000 or less may elecl to receive a lump sum distibution up to he
acarmulated knefils. under lhe new program he relirement age is reduced ftom 65 to 60 for hose employees llvfio joined fle qinent
plan on or afrer April l, 1990.
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16. PEllSlOtl PLAN (contnudion)

Fundw Pdby

The auhority under whidr h6 tunding poliq and he obtigations b onbibub b tE ERS and System 2000 by f1e ptans, members,
employeB and oher coniribuling enlili$ (slate of municipal confibulions), are established or may be am€{ded by law.

Confibution requiremenb are established by law and are as follows:

Municlpallty
Employees:

Hired on or before Mardl 31, 1990

Hi.ed on or afler April 1, 1990

These amounts rep{osenled he 100% of he requircd confibulion for he
coresponding year. Addilionally, dranges made in tte lypes and amounls of
benefls ofered by special laws and @sts of living adjusfnenls, ted lo a on+lime
rccommended confibuton to fund he retroactve adiustnent rclated to he
changes.

FISCAL YEAR LAW IIO.447 SYSTE' ZM

2011 $ 101,3i5 $ 68,317

2010 111,053 4743
NE 1B,m 66,704

9.275% of gross salary

5.n 5% of gross salary up lo $6,600
8.275% of grcss salary over $6,600
8.275% of gross salary

Annual Co,tttfunio,t

fts Munlclpalttyl contibulioos during hos6 years ale rc.oonized as tobl p€nskm €xpenditurcs/epenses in he category of
adminislraton as fo llow:

Tho Employee's Relirem€nl System of $e Government of Puetu Rico proviies addilional infofinalion of he ERS and Syslem 2000.
Tley issu6 a publidy available fnancial report hal includes financial slalemenb and requi.ed supplemenhry infomalion tu ERS, as a
compononl unil of he Govemm€nt. Thal rcpod may be oblained by {iting lo he Adminisfatun at PO Box 42003, Minillas Stalion, San
Juan, PR 0094G2CO3.

,l7. coltflr{GENcrEs

A CLAI S AND JUIXiMEI{TS

Ihe Municipality is, at present, a deftndant in a number of legal matteB hat adse lrom alleged imprope. application of policies and
neglig€nce in he ordinary course of he Municipalig's aclivilies. The legal counsel of he lrunicipality has advised hat al his slage in
he proceedings of lawsuits he .imnol ofer an opiniirn 6s b he probabls oubome.

h additon, he Munlclpality is a d€fe{dant or co{efe{dant in se'reral legal proceedings, whk$ are in discovery slage. Cedain of hese
daimr are covered by insuGnce. Legal counsel witl f1e infomalion @renty availaue cannot d6termine he fnal outcome of lhese
daims.

B. FEDERAL GRAi{IS

ln he nomal coulse of operatons, he lrunicipality reaeit/es granls trom vadous Federal 6nd State agencies. Tle grant prograns are
sutieci to audit by agents of he ghnling autlority, tle purpos€ of wl{dr is lo ensure compliance wih conditions p€cedent to tle
granling of funds. Any liability fo eimbursement nhich may anse as he resull of lhese audits is nol believed h be maleial.
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18. CO MITf,ENTS

A. Opgrrtirg Le,3os

Tle Mu-nicipallty leas€s real propedy, buiUings, and equipmeot under vadous operating teas6 agreemenb, yriich geneEfly have
lems of one year.or less-and-are aukrnaticdly rene'ried br he same brm. Renbi expendifuroJexpenses recorded in tr! general irnd
lor tE year€fidod June 30,201I, amounted b applorimabry$?,66,291. Managem€{ beriews haihe summary oft1e tudre minimum
reohl commitn€nb under noncancelaue red properly and equipment lease vih tems exce€ding one year is nol maledal to ho basic
fnancial sbbmenb hken as a whole.

B. Con,abt dion

the [uniclpality had endmbrances 6t Jum 30, 201 1 br he constucton, impovements, or rcnovalion of seveial municipal facililies
in he tollowing tunds:

Emrbe.€d Fq Amlnt Reported rrhin Fund 8d$ce Classifcdion

@Erd Frd hpDl/enEt of Fainies

Nonli,tiorFun(b lrpro\,qrEr dFajlities
ksrhing of Ste€b
FrdEse dAir Coiditinss

$ 51,101 Comiled h trFo,ws( atd C.rEfudim d Fajtiti{;6

119,2t1 R€st*rEd h hpurens{ ad Confildin ol Fadlities
Zm,S4 Re&ied b hpo,rsrsi d Ste€{s ad Site$Elks
14,1m Resfi.bd to C4itd Oflay - tudre of qdElEri

C. Otret Conni'nents

Al June 30, 20'l 1 , he oher govommental tund had a deficit of $608,654. Tle deficiis rcsult tuom he accruat of e&enditures wittoul
accruing inlergovemmental revenues for reimbu6emenl of e)eendifures. As requircd by curent slandards, he Municipality €corded
intergovemmental revenue6 for reimbursement-baled (expenditre+iven) granb on GFFS wfien all applicable etigibilii rciuircments
have been met and he rcsources are availabl€. Any amount not covered by he conesponding award will be covered widl future
budgelary appopdalions of tle general fund, if necessary.

I9. FUI{D BALAI{CES RESTATEIilEI{IS

A. Fund *larces Rostatenanb

The following reconciles he June 30, 2010 Fund Balance, as previously rcported b Beginning Fund Balance, as restated, July 1, m10
for he variols funds:

G6iERAT

FUND

SBGP

FUilD

OTHR

@VRI{ EITAT

FUI/DS

Fund Ealence, as Plevh6ly Repoftd,

Al JUB 30, 2010

Reclassif calh d Fu$ BdaE6
Recl6sihalin d Melx Funs

Beginnlng Fund Bdficq 6 Re.tia.d,

At Jlly I, XIo

(586,m0

,,,:
132,% $

i.132, )

6ts 663

(92,198)

1p,

(4%56r) 

'
518,680

END OF NOTES
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BudgstArDUnts
Orlginel Finrl

t (850,8s0) I (50,850) $ (6$,850) $

(8udgetaryB'3k) V.dancsyrith

{S.. tlots.l and2) FinrlBudget

BUDGETARY FUID BTLT CE (DEFtClr), JULY t, 2010

VolflE dBu5ii666 Tax€6

Sales and Usag€ Ta€6
lnblgov€rnnEnbl Revefi ,6s
Constudon Ercise Tax€6

Reflt

TotrlR!.oolE6 (lnflo$)

AriDUn$ Avahbb ir Approprbhn

Chaqe6 b Appropdtons (Oulo s):

Mayor and Muniid tegislauo

Publc$EV

Cutul6 and R€craabn

Heall and Sanbbn
SoB Ues€ Dispo6d

HrrEn &rvies atd llbEr€
Utbal DevsbpnEnt

CapihlOrbys
Transbls b Oh$ FunG

Totsl Chaq€s b ApproprbhlE

9,371,923 10,382,918 10,506,202

fi,rt,052 18251

123,254

981,842

131,000

210,100

8,1(],831

91,000

26,200

238,800

981,842

366,000

334,9,48

8,260,548

536,008

31,730

(25,055)

30,191

(12,110)

13,466

(17,633)

(2s)

1U,510

17,053

254,196

18,065

199,247

15,3,{5

92,26

15.282

231

15,511

10,0n773

956,787

3S6,1S1

322,n8
8,274,014

518,315

31,705

657,262

822,960

3,501,355

575,819

3,351,427

630,538

684,103

202,1q

16,593

255,48

10.0n,n3 1 1 ,033,/98 10,046,663 987,135

BUDGEURY FUID BAAICE (DEF|C|T), JUl,tE 30, 201r t____M,!so) l__ 04!50) ! !.1!!,389

618,375

4,848,&35

111,412

2,310,961

587,59'

598,45+

180.545

11,100

1(}2m

870,013

3,758,551

5S3,884

3,&r3,674

645,8&3

26,608

247.42
231

32,104

255,428

See ac.orpanying Nloies lo Requir€d Supgtemnbry tntofiEton.
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,I

l. Brdg.aary Refoding

Th€ Budgdary Compdiid Sdedule - Gsleral Fund is ges€rted as Requi'ed S{pdemenlary lnb.haton in accodance wih GASB

Accountng Standad fuificalion Sediofi 17m, fte Budg6( ard Br&et y A$outting. Fdnal and lryl tudgelary conld is based
upoo major d65€s d eypsdifurcs known a funclions,

2. Eglanr{on of D{ftnrrcar BatFan B{dgatary lnffos and Ouffos rnd GAAP Rovonue! and Ee€l|diturla

G€nerllFund

$ 10506202

650,85)

97,196

8,453

SourctltrnlloB o, R€aourc€:

tcual anounls (Budgebry Bals) 'l&Jlabls br lppmpddion'iom he
EudgebryCompaison Schedule (See l%ge 46)

Dilbence - Eudgel b GIAPI

Non &dgebryIem

GASA 54 Reclasifcaton ot Rewnue

The Fund Balance (Defcil) al he Beginning d Year is a budgetsryr€6ouoo hrt is nol a

CurE*Year Rewre fDr fnancial rEporling gjmos06

Tolal RalEou€s 6 R€porbd on tro Sm6nl of Go€mmental Funds RsEnu€s,

Ee€nditulBs and Changes in Fund BalaEe (Se€ PEgs 18)

lJsaafi )uSoB ol RalourcG:

}ctual Aiounb (MgGhryBats) 'robl Cha!€s b ,ppogialion'torn tle
Mgabrycompanron Schedule (See Page 16)

Diference - &dgBt b GAAP|

Non budg€bryoxpenditres (oQendituBs r*lalifi ceton GASB 5,1)

Non hdgBbry lbms (t'dc*r od)

Encumbrances for $pplies and equipmenl od€r€d but mt rcaeaEd aI€ r€porbd

in he year tle oder is plac€d tr hngdary Eponing purpot€6

Paynenb ofencumbEnces ol prior Far bal are expgldituI€s br fnancial epoding

puoos€s M a€ not outlo{sfua fudgehry porpc€6

T€rEfrc b ohe. funds aE oufros ol budgebrylEsourc€s but alE nol

op€ndiines lorf nancial epoding pu0oses

Tobl Ependitui€3 as Repoftd on tE gahmenl oico\emmenlal Funds ReEnues,

Bpenditr€6 and Changes in Fund Balac6 (See Page 18)

3. Eelanrfon of Oiftrenc.. B.tv.en Eudgei.ry Fund Btllnce lnd GAAP Fund Bal.nce

BldgEbryFund Balance, Jut6 30, m11

Timing l}frE$ces:

Brumbrances
Paynenb ol Pior Ys3r E EumbBnces

R6slicton fun l)elefled ReEnu€s

Fund Balance, June 30, ml1

EilD OF THtSSECTtOT{

$ 10,046,563

44,470

97,196

(352,1S1)

413,097

(352,624)

$ 11,262,701

$ 9,896611

$ 518,9q

$ 459,539

352,191

(413,007)

1m,271



PART II

SCHEDULE OF EXPE DITURES OF FEDERAL AWARDS
AND REPORTS RESUIRED BY GOVERN ENT AUDITING

STAiIDARDS AND OiIB CIRCULAR A.Ig}
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CoxroilwEArTH oF hERro Rro
MuMcrpallry of ORocovts, PUERTo Rlco

SCHEDULE oF E{PEilDTURES oF FEDERAI. ATYARDS

FOR THE FIscA]" YEAR EIDED JUilE 30, 20,,'I

FEo€ML GRAmoR / PAss THRoUGH

GRANToR / PRoc€aM oR CLUSTER Tllrf

U.S. Depanmenl ol &rixltuIe:

Pass-Through Administration forhe Chitdhood Care
and lnleglal Develo$Btt:

ChiH adAdu|tCaleF00dPrcgram..................... ...................

U.S. Depalmonl of Housing and Urban Deydoprnert:

Sedioo I Housing Choice VoudErri ... ... ............... ... ... ... .... ....

Paselhough State - Offce of 0le Commissione. ot
Municipd Afiai6:

Cofimunily oeveloment Bloc* GEnt€iates PrDgram (SBGP)
and Norl Enlitsnents GBnts in Hawaii (stat€d
AdministeBd SmdlCities Prcgraml (Ctuster) .. .. ................

ARe{ - Cdnmunity Develoflne'lt Block cr ts/ Slates
Pr0g6m (SBGP)and lloo Enti[snents Ga1ts in Haw.di

(State Administered 9r€ll Cites Prcgran) {Ctust€.) ... __ _. _

Subtolal Communily Developrnent Bo.t( crant (Cluster).........

Pds-Ihlo(igh Pu6do Rico DepatuEnt ol Famity:

ARRI - Homelessness Prcvefllion and R4id R+Housing
Pmgram... ................-.-.-

E heQencl Shener Glan (ESG)........ ... ... ... ... ......................

To{al U.S- Departmenl of Housing and lJbar Developmenl....

U. S. Depanm€[l of E eByl

Pass-Thldigh Pueio Rico Energy Afiens Adminisfa&xl:

IRRA - Eneqy Effci€ncy and Cfissvaton Block Grd
Progran {EECBG) ........ ...

U.S- Depatunenl ol H€allh ad Human Seryice6;

P6s'Ihrd{h Admini$aioo for the ChiBh@d Car6
and lntegrd Delalognent

Hed Sran Pogram {Clusler)...
IRB4 - Head Stan Program (Cluster)

Sutiotal Hed gan Program (Cluster) .- - - - -
Tolal u S. oepdfi|€it o{ H€lth ad Human S€rviEs.. .. ...

U.S. Depahenl of Homeland S€oirily:

P69Thmugh Pueno Rjco ofica for Puuic Sedity:

Disasler Grants - Puuic Assislance....,.. ,.. ,,, ,. ,, ,, ,.... .....

Pe$-Tlough Puerto Rico Offce lor Puuic Secudty:

Iaw Enlorcemeol TenDrism Prevento Progran.......................

Total U. S. Depanmenl ol Hedh and Human Seflices . ... ...

TOTAL EXPET{o|n RES OF FEDERII- AWARDS......................

CFDA

ExPENDTUREs

EirnrY lDENTtFytNc

NUMsER

14 871

10558

14.228

14.255

5.024

1,223,ffi

1_447.145

140.268

9.315

1.851.752

14.257

14.n1

08-AB-AR-{940

2mc5080C72001

81128 EEA.FOA{o1 3A 13.700

93.600

93 708
7,031,551

130.902

7.162.453

7.162.453

962,949

l10.zz0,$a

02{H-99.4406AD
024H,9944/06a0

97.036

97.074
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Coxrc YIEALrH oF PuERlo Rtco
iluilrcrpalry oF ORocovts, PuERro Rtco

NOIES To SCHEOULE OF EXPEI{OITURES oF FEDEML AWARDS

FoR I{E FISCAI YEAR EIDED JUilE 30, 2()I1

t. BASIS OF PRESENTATIOI{

Ihe @mpanying Schedule of Erpenditurcs of FederalAwards (he Sdedule) includes he federal granl actvitjes of he
[unicipality of Orocovls, Plsio Rico (ilunicipality). Ihe infomalion in his Schedule is presented in accordance witl
he requk6m6nls of Offce of lranag,ement and B{dg6t (OMB) Cirdia. A-133, Aud,its of siales, Local Gowtunents, and
Noq+tol W izatbrrs. Pf,{'use he Sdedule p.esenls only a selecled poflion ot he operalions of Munlclpallty, ii is not
intended to and does not present he fnancial posilbn, or change in net asseb of he [unl6lpality.

Therefore, some afilounts presented in his Sdedule may difier frofl amounts presented in, or used in he paeparalion ol
ho basic foanciai sbbments. The [unicipality rcponing enlity is defned in Note (1) (A) lo he b6ic fnancial stalemenls.
All fuderal financial awards received dirccty from bderal agency as well as federal fnandal awards passed-hrough oher
govemment agencies are induded on tle Schedule.

st itMARY oF srclrFrcANr Accout{Ttt{G poLtctEs

A. Expenditurcs repoded on he Schodub are reporbd on he modmed acfilal basis of accounling. Sudr expenditures
a.e rccognized follotfing he cost pdndples conhined in OMB Cirulal A-87, hd tuinciples for &do and Local
Govemm€Dl rtilerein cedain types of expendifures are not allowable or arc limiled as to aeimbuBement.

B. Negative amounb, if any, shown on he Sahedlle represenl adjustnenb oa dedils mde in he normal cours€ of
business to amounls repo.led as expendibres in pior yea6.

C. Pass-ttough enlity Uontryhg numbeB are pEsenbd where available.

FEOEML CFDA i{UMBER

Tle CFDA numkrs included in his Sdedule arc determined based on he prooram name, revi€w of granl contract
infomalion and he Ofrce of Manag€ment and Budgets Cataiogue of Federal Domestic Assistance.

RELATIOT{SHIP TO FEDEML FITAI{CIAL REPORTS

Expenditrrcs of ftderal awads arc reporbd in he lrunidpaltys Statemenl of Re',ienues, Ep6nditures and Changies in

Fund Balances - Govemmenlal Fund as follows: Head Sbd Fund - $7,162,453 and Oher Governmenhl Funds

$3,558,406.

ENO OF NOTES
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JPADIAZ-MARTINEZ, PSC
'ENTIFTZD PUBLIC ACCOUNIANTS AND CONSUL?AN?S INHNCN(ea qJ UrYof 

^ac4r.I|n](. 
\,llriNCror0^n6LAnoN r{l\4cs
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II{DEPEiIDEI{I AUDIIORS' REPORT OII IilTERNAI COITITROL OVER FIIIA}ICIAI. REPORTIIIG AND Oil
COiIPLIANCE ANO OTHER HATTERS BASED Ot{ AI{ AUDIT OF BASIC FIT{A}ICIAL SIATEI'ENTS
PERFORiIED ItI ACCORDA]{CE WITH GOVENM'E,YIAUD'7I'G SI'I'DTRDS

To he Honorable I'kyor and
Mcmbers of the liluniclpal hglslature

tlunicipality of Orocovls, Puerto Rico

We have audited fie fnancial sHements of tE govemmenbl activiliB, eadl maior tund, dd 0E aggregate
nmaining tund infomalion of llunicipality of Orocovis, Puerto Rico (llunlcipallty), as of and tu fie fiscal year
ended June 30, 2011, which coll€c.li!€ly comprise fie tlunicipalivs b6sic financial slaternenb and have hsued our
repolt tleleon dabd December 27, 201 1 . We conducted our audit in accodance vJih audiling dandads generally
accepted in tle United Stabs ol Anetua and he sbndads apdicable b fnarrcialaudib conhined in Govoflneflt
Audiling Sffafldads, issued by fie ComptDller General o{ he UniH Sbbs,

lntemal Conlrol Over Financial Repoding

ln planning and performing o$ audil we mnsidered he unlcipalivs intemal contol o,/er fnanchl reporling as a
basis lor designing our auditing prccedurBs for puryose of exprBssing our opinbns on the bash fnanchl shternents,
but not for he purposs ol exptssing an opinion on he efuiveness of l{unlclpallty's inbmal conH over fnancial
reporting. Accodingly, rc do not expEss an odnion on he eftcliveness ot he Hunicipalitys inbmal contoi over
fnanchl repoflim.

A deftcidq in ,irtema, contrc/ exisb when he design or operation of a con ol does rbl allor, fiEnagem€nt o{
employees, in he nomd couBe of perhrming heir assigned functbm, b pBvent or debcl and cofiect
mis$atements on a tim€iy basis. A matorid l,Baknsss b a defciency, or ombinatjon of defohncies, in inbmd
confol, such tat herc b a rcasonable possibility hat a material miss{a€rnent of tle tlrnlclpality's bsic fnancial
stabments will not be peventsd, or detecled and con€cled on a timely basb.

Ow conskieralion of inbmal mntDl oler fnanchl reportirE ws for tE limited purpose described in $e frs{
paragraph of his s€cthn and was not dosigned to ident'fy all detuiencies in intemal coniol over fnadal repoflirq
hat might be defciencies, slrnificant deficiencies or matedal weakn6s. We did not identify any defciencies in

intemal contql ot€r fimncial rBporling that {ie consider to be mdedal vveakrEsses, as defned above.

Compliance and ()ther ltatbr8

As part of obbining rBasorable assurar€ about whstEr tle tlunlclpallvs balie fin4cial stabments ale ftee of
mateial misslabment wB perbmed bsts of its comdiarcB nih ceftin pmvbiorB oflars, IBgulatbns, contracis
and grant agrcom€nb, noncompliane y/ib wtrich could have a diBct and mdorial elftc1 on fre d€bmindjon of
fnancial slabment amounb. Ho$ever, providiru an opinion on comdiance wih trc6e provisixE $,6 not an 

I

objeclive of our audit and, acordingly, we do not expGss such an opinion. The esul$ of our tosb disclGed no i

instances of noncomplhnce orother mdbts tlat are Equircd to be rBporbd u et Govemn hfrilw sfandads.

tumidorrmddhn[!I.orc6,rrdPllrrctuEubils{rrcPr)
PI.funl6sel.lyolc.'i]Il.dP!!]hA*omhts
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INDEPEI{DEI{I AUDITORS' REPORT O}I INTERNAL COI{TROL OVER HilA CIAL REPORTIiIG AND ON

COMPLIANCE AllD OTHER I'IATTERS BASED 0N AN AUDIT OF BASIC Fll,lANClAL STATEI'IENTS
PERFOR ED IN ACCORDANCE WTH GOYER'VIIET'T AUDTIING STANDARDS
To lfie Honorable irayor and
MembeB of the iluniclpal Legislalure

Municipality of Orocovis, Puerto Rico
Page 2

This rEport is inbnded solely br the infomation and use of $e management, Mayor, Municipal Legislature, offce of
the Commissioner of irunicipal Affails, and Herd awading agencies and pass-thmugh entities and is not intended

to be and should not be used by anyone other lhan thes€ specified padles. Hoxiever, his report is a matter of public

record aM its distibution is not limited.

gpn bJ-kat'n2,
CPA Dlaz-Marfilez, PSC a

lsc
Certifed Public Accountanb & Consulhnts
License Number 12, expiEs on December 1, 2013

Caguas, Puedo Rico
December 27, 2011



IPADIAZ-MARTINEZ, PSC
SRTIFIED PWLIC ACCOUN?ANIS AND CONSULTANTS (NH r.Jarlctxa qJ^Invof Aacq^rrNca\/!niN(rND TnfianoN r(Ntcs

201 Aauiet Eenna Ato-
***"'i$Y:l3;:;'

Ph **' o s'z), 4 6' o 5 ttr/sii;: # Y/tl:61tr:rz

,,",,,:il t!g,l"l, f, f # :
IT{DEPENDETIT AUDTTORS' REPORT OiI COi,IPLIAIICE WTH REOUIRET'EIIS TIIAT COULD HAVE A
DIRECT AI{D ATERIAI. EFFECT ON EACH IIAJOR PROGRAII AI{D OiI IilTER}IAL COI{TROL OVERco PL|AI{CE [{ ACCORDAiTCE WnH O B C|RCUIAR A.13i'

To the Honorable I'layor and
Membe6 ofthe Municipal Legislature
unicipality of Orocwb, Pue o Rlco

Compliance

We haliB audited lluniclpality of orocovb, tuedo Rico (ltunicipality),s complhnce wih he typ€s of compliance
Equircments descdbed in te OMB Citatlat A-133 C.anpli tc€ Supplernent ttat could have a dirEct and material
elfecl on eeh of Munlclpalivs maFr federal prDglams br he iscal ysar e ed JurE 30, 2011. unicipalivs
malx ledeEl pograms ale idenlifed in [D Summary o{ Audit'rs' Result Sedion ol he accompanying Schedula o,
FindirEs and Queslioned co6b. Compliance wi$ he requiEmenb of li s, regulatbns, conbads, and grants
appli€ble to each of ib msjor federd pmgrams is he Esponsibility of tE [unlclpalitys maneeme t. Our
resporFibility is b expcss an opinion on tE t{unicipalivs compliance based on our ar.rdit.

We conducted our audit of compliance in accodance wih audiling standards gercmlly accepted in fE Unitsd Shbs
of Amelica; lt€ standads applicable b fnancial adib cofihinod in Goyernm€y,l Audithg Srmdards, issued by tle
Compboller C,eneral ot he Unibd Slates; alld OMB Circular A-133, Audib ofstaras, Locd 6orcmrr6ds, ard lror-
Proft Otg,{tizdkns. fhcAr'. sbndads and OMB Circular A-133 rcquire hat rE plan and pefum fre audit to obtain
Ieasonable 6su nce about whe0ler noncomdiarEe wih he types of compliance rEquicrEnb refercd b above
hat could have a dircct and mabdal effect on a maFr tedsral progran occuned. An audit includes oxamining, on a
test basis, evidenco about ]{unlclpalitys mmpliance wih tEss r€quiBm€flb ard performing sudr oher pmcedur€s
as vrc consireEd necessary in he circumshnc€s. We b€lie€ tEl our audit pmykbs a Isasonabls b6b for our
opinbn. Our audit does not pmvide a l€gal dsbmination ot ttunlcipalivs comdiance trih $ose DquiDnents.

ln our opinion, llunlclpality complbd, i0 all mabriai resp€c6, *h tE comdhnce rBquiBm8nb rBM b abovs
ftafi muld have a dired and materid eftct on €ach of ib maix fedeml pmgnams for ffB fiscal year ended June 30,
201'1. However, tle resulb of our auditirE procedurcs disclos€d an instarEe of noncomplhnce wih trcse
EquiEmenb, which ale requiEd to be l€porbd in accordance wlth OMB Circular AJ33 and which als descdbed in
tle accompanying Schodule c{ Findings and Queslioned C6{s as item 201'llll{'1.

lntemal Gonfol'OYer Compllancc

ilanagement ol ltunlclpatlty is Bsponsibb br e$ablbhing ard mainbining eftclive inbmd contol over
compliance wib requileln b of la|/S, r€guldbrE, cofltracb, and glanb apdbat* b-fud€ral progBns. ln planning

ard pedomirE our adil rvo consireled ltunlclpaliys inbmal contol ol€I compliance yJih tts Bquilemerb hat
couH have a dir€ct and mddal eftct on a maFr fedeEl program to deHnine tE aldilirE procedurcs fur tE
purpose of exprEssing our opinion on compliance ad b bst and lepolt on inEmd co{rtDl o/er compliance in
accodance vJih OMB Circuhr AJ33, but not for tt|e purpo€e of eprcssing an opini$ on the efectiveness of
inbmal contol o\€r complkmcs. Acmdingly, we do not expr€ss an opinion on fle eftcliveness of lilunicipalltys
intemal contol o\er mmdiance.

l*r.' * r'.ir"- r",m,r. 
"r 

c.run d plhrh r*.uir.B ( rcp )
IPu.l|.Bl@so0].lyolc.l00

E.mI.! li ri. lrcPr Pd F.t{.{ PEIRn srB 193rffi
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INDEPENDEiIT AUDITORS' REPORT ON COiIPLIAI{CE WITH REQUIREIIENTS THAT COULD HAVE A
DIRECT AI{D IIATERIAI- EFFECT OIi EACH I'AJOR PROGRAM AI{D Ot{ IIITERNAL CONTROL OVER
CO PLIANCE IN ACCORDAT{CE WTH OI,IB CIRCULAR A.13:}
To the Honorable Mayor and

emb€r3 of the l{unlclpal L€gislaturc
ilunlclpallty of Orocovi3, Pue(o Rico
Page 2

A deficiency in intend contnl ovet cotryli ce exisb when the design or operaljon of a contrcl over compliance

does not allow management or employees, in the normal course of perfoming tEh assigned funclions, to prevent, or
detect and conect, nonmmpliance with a type of compliance requiremenl of a federal program on a timely basis. A

nateid wealoess in intend cuttol over conpliance is a deficiency, or combination of deficiencies, in inbmal
contol over compliance, such that thele is a reasonable po$sibility that mateial noncompliance with a type of
compliance rcquircment ofa federal prcgram will not be ple/ented, or detected and corected, on a timely basis.

Our consideration of inbmal control over compliance was for fE limited purpose descdbed in he frst paragraph of
this seclion and was not designed to idenlify all deiciencies in intemal codrol over compliance that might be

defciencies, significant defciencies, or material weaknesses. We did not idenlify any defciency in intemal control

over compliance that we consider to be matedal weakness, as defined above.

A si$ificant defrciency k intenal cortrol over cortdiance is a delSciency, or a combination of deficiencies, in intemal

contol over compliance wih a type of compliance requirement of a federal prcgram bat is less seveE than a

mabrial y{€akness in intemal contol over compliance, yet important enough to merit attention by those chaQed with
govemanc€. We mnsider lhe deficiency in intemal contol over compliance descibed in be ecompanying Schedule

of Findings and Oueslioned Costs as item 2011-lll-01 to be signifcant deiciency.

ttunicipalivs responses b tre inding identif€d in our audit are described in the accompanying Schedule of Findings

and Questioned Costs. We did not audit Municipallty's rcsponses and, accordingly, we express no opinion on the

responses.

This rcpod is inbnded solely for the information and use of fie management, tlE Honorable Mayor and l,lembeE of

the Municipal Logislature, Offce of the Commissioner of Municipal Affai6, and tuderal awarding agencies and pass-

thrcugh entilies and is not intended to be and should not be used by anyone ofEr ban these specified parties.

Honever, tl s Eport is a matter of public record and ib distlibution is not limited.

APn ATt^r'l^h\, FA
cPA Diaz-l4aflinez. PSC "
Cedfed Public Accounhnb & Consulhnts
Lic€nse Number 12, expir€s on December 1, 2013

Caguas, Pu€rb Rico
December 27, 2011
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PART III

FINDINGS AND QUESTIONED COSTS
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Co xo yrEALrH oF PuERro Rtco
ilu rctpAury oF ORocovrs, PuERro Rtco

SU ITARY SCHEDUIE oF PRIOR AUDIIS FIIDI'IGS

FOR TIE FISCAT YEAR EIDED JUIIE 30, 2()I,

SEcno I-SUT ARY oF AuDIroRs' RESULB

Flnancial Stt ment8

Type of auditors' report issued:

lnbmal contol over financiai repoiing:

a Mabd6l werkn€ss (es) ideolified?

a Signifcart deficiency (ies) identifed?

Noncompliance material b fnancial sblemenis nobd?

E Unqualified opinion D Qualified opinion
E Adverse Opinion D Disdaimer opinion

tr Yes

tr Yes

! Yes

ENo

E None Repo.ted

ENo

Foderal Aurards

lobmal contol over m4or programsl

a Maledal$eakness (es) idenlified? tr Yes E No

a Significant defciency (ies) idenlifed? E Yes tr None Reported

Type of audilors' report issued on compliance lor
Maior Prograns: I unqualifed opinion tr Oualifed Opinion

tr Adverse opinion tr Disdaimer Opinion

Any audit fndings disdosed hat are requir€d to be rcpoded
in accordance wih &crtion 510 (a) oforB CiGrlarAl3S? E Yes D No

ld€(llificalion of M4or Proglams:

CFoA Number Name of Federal Prcgram or Clustet

14.228 Cornmunity Development Bo{k Ganustates Prograrn (SBGP) and Non Entitements Grants in

Hawaii (Shted Adminislered SmallCites Program) (Clusleo

14.255 ARRA - Cornmunity Developmeni Blo.k Granls,/ Statss Progratn (SBGP) and Non

Enttements Grants in Hawaii (Shled Administered Small Ciths Prografi) (Clusteo

14.257 ARRA - Homelessness Pre\€nlion ard Rapid Re-Housing Progcm
93.600 Head Stad Prcg.am (Clusbr)

93.708 ARRA - Head Shrt Progrcm (Clustor)

97.036 Disasler Gants - Public Assisbnce

Dolld tir6shold ls€d io dislinguish between
Type A and Type B Programs:

Auditee qualifod as low-risk audit€€?

$321,626

tr Yes
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COIT YiEAL]H oT PUERTO RICO

i,luilrPA[rY oF ORocovls, PuERro tuco
SCHEDULE oF Ftilotxcs AxD ouEsnolEo Cosrs

FOR lHE FISCAT YEAR EXDED JUI{E 30, 2()I.t

SEcTto{ ll - FtttAtctA! SIATEIEIIT Fl[o[{Gs

I'IO IIATTER IS REPORTED,
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COXIoXYTEAIIH OF PUERIO RICO

I,UTIcIPALTY oF ORocoI,,E, PUERTO RICO

SCHEDULE oF FI OITIGS AXD OUESTIOI{ED COSTS

FoR IHE FIS6A! YEAR EI{DED JUIE 30, Ml I

SECTIOI.I III - FEDEMT AWARO FII{DIIICS AXD OUEST()IIED COSTS

FII{DII{G REFEREXCE I{UI|IBER

FEDERAL PROGRATI

20fi,lllil

HEAO START PROGMT,I (CLUSTER}

HEAD START (CFOA 93.600) t ARRA - HEAD SrART (CFDA 93.708)

U.S. OEPARI ETTI OF HEALTH AND HUiIAN SERVTCES

PASSTHROUGH STATE - ADMINISTRATION FOR THE CHILOHOOD CARE AIID

INTEGML DEVELOPIilENT

zt-m11.000347 At{D 241-2010{ll0l3&A

DAVIgBACON ACI

NONCOHPLIAI{CE A O SIGNIFICANT DEFICIENCY

45 CFR Seclion 1309.54 shles hat consfudon and renovation project and

subconbacls fnanced wih funds awarded under he Head Start Prcgram arc subjecl to

tre OavieBacon AE1 (40 U.S.C. 276a et sW.) and he Regulations of he Depatlment of

Labor, ZB CFR Part 5. fte granlee musl provid€ an assurance hat all laborers and

medlanics employed by conbactors or sub@nfactors in he @nsfucton or renovalion

of afiected Heid bhrt iacililies shall be paid wag€s at not less han hose prevailing on

similar constuclion in he localitv, as determined by he Seqehry of Labor'

We noted, 6 part of ou audit procedures, hat he Municipality '€dfed he wag€s paid

bv tle conb;brs in he construction proiecls; hovlever, it was not dodlmenled hal he

liunlcipality verified hal hose wages $8re nol less han he prevailing wages as

required by he oavigBacon Adt

Not noled.

llunlciDalitv has he Drccedures to veriry he compliance wih he Davis'Bacon A61

require;enB, ho'r,€ver he Plcedure was nol doqlmented on he standards foms and

iilr,r"a in m n"s. urerefore no evidence exists hal he conrol was performed

*tunlciDalltv did not doclment on he standards bms heir assessment as to wieher

iiie coni'ac6rs 
"re 

in orpriance witt tle prcvaling wages rcquired by tle Davis'Bacon

Act.

uriciprllty could not d€tecl on a timely basis noncompliance of he Davi$Bacon Act of

lhe conhactors. in order to take aogropdats aclions.

We rccommend managsmenl to adequately dodment he detemination of he

contetoG' @mpliance

AWARD NUIIBERS

COMPLIAI{CE REOUIREI{ENT

WPE OF FII{DII{G

CRITERIA

c0N0tTt0N

CAUSE

QUESTIONED COSTS

II{FORITATION TO PROVIDE

PROPER PERPECTTVE

EFFECT OR POSSIBLE EFFECT

RECOM ENDATIOI{
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comxnEAl.IH 0F F,t ER10 F{co

MUIIGIPALIY oF OROcovIs, PUERIo Rrco
SCHEoULE oF FII{DINGS AID QUESTIO},IED CO$S

FOR IHE FISC',I. YEAR EI{DED JUilE 30, M1I

SEcTox III - FEoEM! AwARo Fr{DIIGS AID QUESTIOTED CO$S

FINDINGREFERENCET{UilBER ZOll-lll.0l(co'ninulton)

RESPOT{SIBLE OFFICI,AL'S
RESPONSE AND CORRECTIVE
ACTIOI{ PLANNED Tto Municipalily has procedures lo ',/edry compliance wih ho Davis Baco0 Act alhough

in our procedures here was no dodmenlalion evidencing hat he payrolls submitted by

lh6 conradols wer6 vslified.

The Head Slad P.oject will prepare a documenl hai will evidence hat he responsible

employ€e veffed he cotnpliance wih he minimum wage rate.

The files examined complied witl he required infomaton lo cotnply wih he Davis

Bacon Act

The Dre6tor tvill qeate a proc€ss h monitor he compliance wih lhis requircmenl The

Adftiilistative Manager nill present evidence of tle rvork perfoflned hree days afler he
receipt of $e payroll from he conlraclor- lf necessary, a notficalion will be sent to he
contacbr in case of non{fidiance.

IMPLEMENIATIOiI 0ATE Marcl' 2012

RESPONSIBLE OFFICIAL Mr. Juan C. Tones Roddguez, Dircclor

Mr. Jesus M. Tones Modina, Adminislralive Manager

END OF SCHEDULE
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CoxfoTIyGALIH OF PUERIO FICO

Mur{rcrpallry or ORocovls, PUERTo Rlco

SUTII.IARY SCHEDULE OF PRDR AUDTIS FITIDIHGS

FOR THE FISCA! YEAR EIDED JUXE 30, 2()I'I

(l) Audit Findlngs thet have boen Fully Conecled:

NONE

(2) Audit Findlngs not Coroct€d or Padially CorEc{.d:

FISCAL YEAR 2()l)9

Finding Nurhber

CFDA Number

Quo5tioned Colt

Audltee Comments

200&lll.01 Cash[anag€m6nt
Delay b disburse rcquested tund since he dale hey werc received

14.2m

None

Pending of final detorminalion of he Offce of he Commissioner of Municipal

Atrairs.

Finding Numbcr 200&lll'02 Davb'Bacon Act 
of prccedures pedomed lo vedly hat wages paid

arc not less han he ptevailing wages

CFDANumb.r 93.600

Quostioncd Cost None

Auditeo Comln6nt3 Pending of final deterninalion of he Adminislralion for hs childhood Care and

lntegrai Developm€nt of he Puerto Rico Family Deparfnsnt'

Finding unber 2o09lll{3 special T*tilf"P#ai"il"loJ 
oorn o, ,.rious centers, $e required

licenses issued by he Public Service Commission of Pueno Rico

CFDA umber 93'600

Qu6tionod Cost None

Audltee Comments Pending of frnal d€teminalion of PR Ofice of he uS Departnent of Housing and

udan De!6lopment'

(3) ConEdivo a.,tlon takeo is significantly difhrent hom corective action previously Eport'd:

NONE

(4) Audit findln$ b no longer valid:

NONE

END OF SCHEDULE

60


