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INDEPENDEI,IT AUDITOR'S REPORT

To the Honorable Mayor and
Member of the Municipal Legislature

Municipality of Orocovis, Puerto Rico

We have audited the accompanying fnancial statements of the govemmental activities, each major fund, and $e

aggrcgate remaining fund information of Municipality of Orocovis, Puerto Rico (Municipality), as of and for the

fiiial year ended June 30, 2012, which collectively compise Municipality's basic linancial statements as listed in

the T;ble of Contents. These financial stabmenb are lhe responsibility of ltlunicipality's management. Our

responsibility isto express an opinion on these basic financial statemenb based on ouraudit.

we c4nducted our audit in accodanc€ with auditing standards generally accepted in the united states ol America

and lhe standards applicable to fnancial audib contained in Govemnent Audiling Slandards, issued by the

Crmptoller General of the United States. Those standards lequire that we plan and pe{orm fie audit to obtain

reasonable asurance about whether the basic financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic fnancial

statements. An audit also includes assessing the accounling principles used and signiricaflt estimates made by

management, as well as evaluating the overall basic fnancial statements presentation. we believe that our audit

provide a reasonable basis forour opinions.

ln our opinion, the inancial shtements refened to above present fairly, in all material respects, the respective

financial position of the govemmental activities, each major fund, and tte aggregate remaining fund information of

the Municipality, as ol June 30, 2012, and $e respective changes in fnancial position thereof for the fiscalyear then

ended in conformity with accounting principles generally accepted in the tJnited States ofAmerica.

ln accordance wiih Govemmert Auditing Standads, wehave also issued our report dated January 23, 2013 on our

consideration of the Municipality's intemal contol over fnancial rcporting on our test of its compliance with certain

provisions of laws, regulations, contracb and granl agreements and other matte|s. The purpose ol lhat repo( is to

describe the smpe oiour testing of intemal control over financial reporting and complianc€ and the results of that

testing, and not ao provide an opinion on the intemal contrcl over linancial reporting or on complianc€. That report is

an intild part of an audit performed in accordanc e wibt Govennent Auditing Standards and should be considered

in assessing the results of our audit.

Accounting pdnciples geflerally accepted in the united states of Amedca rcquire that the l\4anagement's Discussion

and Analyiis on pagei 4 through 14, and budgetary comparlson information on pages 48 and 49 be presented to

suppbm;nt the b;sic fi0ancid atatements. Such information, although not a parl of the basic financial statements, is

requked by Govemmental Accounting Standards Board, who considers it to be an essentialpart of linancial reporting

for placing the basic financial statements in an appropdate operational, economic, oI histo cal context. we have

appiied ;rtain limited procedures to the required supplementary inlomation in acco.dance with auditing standards

ginerally accepted in tire United States of America, which consisted of inquides of management about the methods

of prepiring tre information and comparing the information for consistency w1h management's responses to gur

inquiries, {ie basic fnancial statements, and other knowledge we obtained during our audit of the basic inancial

statements. we do not express an opinion or provide any assurance on the infomation because the limited

procedurcs do not provide us with sufficient evidence to express an opinion or provide any assurance

tmHhd.{.P!hrR&iahsnDsbal9s:ra!4, 
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our audit was conducted for he purpose of forming opinions on the fnancial statemenb hat collectively comprise

the Municipality's basic inanciai statemenb. Tht accompanying Financial Data Schedule - Section I Housing

Choice Vouche;, as required by U.S. Department of Housing and Urban DeYelopment, on pages 51 hrough 53, is

fresented lor purposes ol addiiional analysis and is not a required part of the basic linancial statements. Such

information is tire respnsibility of management and was delived fom and relate directly to the underlying accounting

and olher rccords used to depare th, inancial datements. The information has been subjected to the auditing

procedures applied in lhe audit of the financia! statemenb and certain additional procedures, including comparing

lnJ,eoncitirid sucn information dircciy to the underlying accounling and othel recods used to prepare the financial

sttements or-to the financial Stateme;ts themselves, and other additional procedures in accordance with auditing

itanaa,us genentty accepted in the United States of Ameica. ln our opinion, lhe infomation is faiiy shted in all

material respects in relation to the financial statements as a whole.

our audit was conducted for the purpose of foming opinions on the fnancial statements that mllectively comprise

ttre iunicipatity's laic tnancial statements. The ;ccompanying Sctpdule of Expenditures of Federal Awards as

requireO Oy U.S. Omce ot Management ard Budget Cinular A-133, Audits of States, Local Governnents and llon'

*if,t org;rirdi-, i" pr"nnedfor purposes ofidditional analpis and is not a Equiled part of the basic linancial

shteme;ts. Such information is the responsibility of management and was derived from and relate directly to the

,nderlvino accountinq and other records used to preparc the fnancial stalemenb' The information has been

irot*i"d rc the au;iting procedures apptied in the audit of the financial statements and certain additional

froielures, inctuding coripaing and reconciling such infomation direclly to lhe undedying accounting and olher
'recorts 

useC to pre-parc tip fn;ncial statements or to the financial statements themselves, and other additional

proceoures in aciora'ance with auditing standards generally accepted in the united states of America. tn our opinion,

lre Scheaute of ExpenOitures of Fediral Awards is fairly stated in all material respects in relation to the fnancial

statements as a wltole.

o6u€1a;trx<--
CPA Diaz-Madinez, PSC

C,edified Public Accountants & Consultants

License Number 12, expiEs on December 1, 2013

Caquas, Pue o Rico

January 23, 2013

Stamp No. E26826 was affixed to

the original report.

. cPA, :q're!*!d-



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
For ihe Flsca Year Ended J une 30. 201 2

As management of the Municipality oI Orocovis (the "Municipality'), we ofier the reader of lhe Municipality's

linancial shtemenb this nanative overview of lhe fnancial activities of the Municipality for the fiscal year ended

June 30, 2012. We encourage reade6 to consider the anformation presented here in conjunction with the

Municipalily's fnancial statements (beginning on page 15).

HIGHLIGHTS

FinancialHiqhliqhts

. The assets of the Municipality exceeded its liabilities at the close of the curent fiscalyear by $32.4 million

(net ass€ts).

. As of June 30, 2012, the Municipality's General Fund (the primary operating fund) reported a fund balance

of $367,461, an increase of $384,759 in comparison wi$ lhe prior year, as restated

. The Municipality's activities expenses show an increase of $8.3 million in comparison with prior year and

revenues show an increase ol $5.4 million dollars. These incrcases were primarily to funds received for

impro\,/ement and construction of inhastructure. The resulb of activities for fiscal year 2011-12 produced an

increase of net assels of$1.7 million.

. The total cost of the Municipality's major program (Head Sta.t) amounted to $7 million and $7.1 million

during iscal year 2011-12 and 2010'11, respectjvely. This represented a decrease of $100 thousand (or

7"k\.

. The investment in capihlassets, net of related debt for this yeal is $28.8 million representing an increase of

$2.5 million (0r4.58o/o)in comparison with prioryear'

. Loans pincipal paymenb were approximately $430,000, decreasing long{erm debt. The Municipality

issued two bonds which proceeds willbe used for general construclion. Oneofthe bonds is through the IJS

Development ofAgriculture, Rural Development (RD)forthe amountof $500,000 This bond willbe used to

finance the improvements of the Community C€nter. Tems will be detemined by RD upon completion of

the construction. The ofier bond is a special obligation bond for the amount of $210,000, also for

construction purposes. The balance due for compensated absences decreased by $24,503 during this

fscal year.

. Resources available for appropriation were $96,168 more than budgeted for the General Fund

lilunicipalitv Hiohlioht6

. The Municipality has several improvement projects to lhe infrastructure of the road PRl43, with a budget

of approximately $4,138,000. During this fscal year, a total of approximately $253,000 was invested on

these pojects.

. During this fiscal yeal, the Municipality ente.ed into an agreement with Puerto Rico Department of

Transportation, in order to perform major impmvemenE in state mads, with a budget of $7,029,900. The

actualamount invested in these prc,ects was $7,024,000.

. ln addition, vadous municipal vehicles willbe replaced at an investment 0f M53,000

. The Municipality administered funds from the Disaster Grants - Public Assistance (FEMA) to Prfom
various improvements to municipal loads. Total funds invested during this iscal yeal amounted to

$1,294,301.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT'S DISCUSSION At'ID ANALYSIS

FoIthe FlscalYear Ended June 30,2012

OVERVIEW OF THE FINANCIAL STATEMENTS

The Municipality's basic fnancial statemenb comprise three componentsi (1) management discussion and analysis

lpresentea nere;, (21 Oasic fnancial statements, and (3)required supplementary informa{on'

covernment'wide

strrtements l

. '. ,

Fund Statements

Notes to the
Financial

Statements

The lrunicipality,s basic fnancial statements consist of two kinds of statements, each with a different view of the

fuuniiipifiti;s tiances. fne govemmentwide fnancial statements provide both long-term and shod-term inlormation

aUout 
'ine 'Uunicipatityt ovirall financial status. The tund inancial statements focus on majol aspects of the

lrunicipality's operati;s, reporting those operations in more detail han lhe govemment-wide statemenbi

Basic Financial Slatements

Govemment.Wide Financial Statements

The govemment-wide statements repod information about the Municipality as a whole using accounting

meih"ods similar to those used by private-sector businesses They ale prepared using the flow of economic

resources measurement focus and the accrual basis of accounting. The irst govemmenlwide statement -
ttleStatementofNetAssets-presentsinformationonalloftheMuniciPality,sassetsandliabilities,with
if," Oitt""*" between the t$o reported as net as.sets. Over time, increases or decreases in the

tr,tunicipatity,s net asset are an indicator of whether ib inancial health is improving ordeteiolating. other

non-tninciat tactors sucn as the condiiion ofthe Municipality's roads and other infrastructule may need to
'te 

coniiOereo to assess fhe overall health of the Municipality. The second statement - the slateme'l of

litri". - pt"t.ns information showing how the net assets changed during the year All of the curent

y"aii ra,r"nr", ,na 
"rp"nses 

are taken-into account in the statement of activities regardless of when cash

is received or paid.

The oovemmenlwide statements reports as govemmental activities the Municipality's basic services such

as piutic satety, public works, health and sanitation, culture and rccleation, solid waste disposal' human

r"ri*i 
"nd 

ti;r6",and community development education and general administration' These activilies

are pnmarity nnanceO tfrrough propeiry taxes, othel local taxes and interuovemmental Evenues lncluded in

the govemmental activities are the govemmentalfunds

COMPONENTS OT
THETNAI{CIAL
STATEIITENTS

Manqgement
Discussion ond

AnolYsE t,

L.. , ,-- _.



COMMONWEALTH OF PUERTO RICO
MUNICIPALIIT OF OROCOVIS, PUERTO RICO

Fund Finarcial Statements

i'IANAGEIIENTS DISCUSSIOI{ AND ANALYSIS
Fo, he Fiscal Year Ended June 30, 201 2

The fund fnancial statemenb provide more detailed intomation about the Municipality's most signifcanl
funds. Funds are accounting devices tlat he Munlclpality us€s to keep lrack of specifc sources of funding
and spending for parlicular purposes. Some funds arc rcquircd by Federal and Commonu/ealth rcgulations,
as well by bond covenants.

The liluniclpality's basic services are included in govemmental funds, which are used to account for
ess€ntially $e same funclions rcported as govemmental activiti€s in he govemmentwide statements.
However, unlike the govemmenlwide slatemenb, the go,,/emmenlal fuMs ale preparcd using the fow of
curent financial resources measurement focus and $e fllodiied accrual basis of accounting. lJnder this
apprcach the fnancial statements focus on near-tem infov/s and outflows of extemal resourc€s, as well on
balances of expendable resources avaihble at year end. Consequen y, llte govemmental fund statements
provide a detailed short-tem yiew lhat helps lhe rcader determine wheher theE are morc or fewer fnancial
resources $at can be spent in the near tuture to fnance the i,lunicip8lity's programs. Because $is
infomation does not encompass the additional long-term focus of lhe govemment-wide statemenb,
additjonal information is provided on a subsequenl page tEt explains he r€latonship (or differenc€s)
between the govemmenlwide and fund statemenb.

The go,€mmental fund slatements focus on major funds. The unicipality's major funds are fE general
fund (wlrich accoun6 for the main operaling activities of tE uniclpallty) and funds that complies with a
minimum criterion (percentage of be assets, liabilitjes, revenues or expendituEs). Funds that do not camply
witlr this critedon are grouped and presented in a single column as other govemmenlal funds.

ln particular, unassigned fund balance may serve as a useful meaure of a govemments net resources
available for spending al the end of the fiscal year. At the end of the curcnt fiscal year, the Municipality's
govemmenlal fu nds repoded combined ending fund balances of $2,'160,4,44.

Notes to the Basic Financial Stdements

The notes provide additional information that is essential to a full undersbnding of tE dah pDvided in the
govemmenlwide and fund fnancial statements can be found on pages 21 thDugh 46.

Required Supplementary lnformation

Provides additional iaformation to better undeEtand he fnancial position of the lrunicipality and contains tle
Budgetary Comparison Schedule for $e General Fund.

6



COiI OI'IWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO
MANAGEIIET{TS DISCUSSIOI{ AND AI{ATYSIS

For he FiscalYeal Ended June 30,2012

Conrmnwealth of Puerto Rico

lllunicipality of orocovb, Puerto Rico

Statement of Nct A$ets
A8 of Jun630,

$ 11,164,583

33.567,881

11,732,181

2,657,982

606,636

9.025.709

12,rt0,127

2011

$ 10,545,616

31.090.275

1t,635,891

1,273,690

478,014

9.096.150

10,847,85{

2012

Curenl and Non-currentAsseb

CapiblAsseb

ToGlAseet!

Current Liabililes

Debrred Revenues

Long-ferm Liabililes

Total Llabilities

NetAsseb:

lnveshEnt in Capibl Asseb,

Nel ol Relabd Debt

Resfi.bd (As Resbbd)

Unrestkbd (Delci0

Iotal Net Aarets

28,798,461

6,086,482
(2.442.806)

a 32,U2,',137

26,277,644

?,492,735

{2382.U2)

$

GOVERI{MENT.WDE STATEMEI{T

Stdement of Net Assets

The following table pesenb a summary of he SHemenb of Net Ass€ts as of June 30, 2012 and 2011:

Net assets (asseb over liabilities) may

seNe over tme 6 a useful indicator of a
govemments financial posilion. Net asseb

for the year increased 3olo with respect to
prior year. The moot significant changes

werc an incrcase in lnvestment in Capital

Assets of $2,520,817 and a decrease in

Unrcsticted Deficit of $539,536.

The largest portion ol the unicipality's net

assets ref,ects ib investnent in capihl
assets (e.9., land, buildings, equipment, and

infrastructure) for $28,798,461; total capital

assets ($41,455,917) less accumulated

depreciation ($7,888,036) and less any

related outstanding debt ($4,769,420) used

to acquire or constnrt those assets. The

Municipality uses thes€ assets to provide

seryires to ib citizens and consequenXy,

these assets are not available for future

spending. The rcsources needed to lepay

lhe debt related to lhese capihl assets must

be provided from ottEr sources, because capital 6s€b arc not generally liquidaH for $e puDos€s of reliring debt

Restricted net 6sets reprcsent resourc€s that are subiect to e(emal restrictions on how they may be used

Unrestdcted net assets arc the part of fE net assels that can be used to finance day-to-day operations without

constrains established by debt covenants, enabling legislation or other legal requircmenb.

As of June 30, 2012 the Municipality presented unrcsticted (deficit) net 6seb of ($2,442,806). This balance was

affected by long lerm obligations slrh as compensated absences $2,555,428 and other debts tor the amount ol

$'1,156,945 for which the Municipality did not provide funding in prcvious budgeb. Historically, such obligations

have been budgeted on a pay as you go basis without providing funding for their future liquidation.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

IIANAGEMENT'S DISCUSSION AI,ID ANALYSIS

For he Fiscal Yed Ended June 30, 201 2

Stdemer{ of Aclivitieg

The following hble compares lhe revenues and expeNes for lhe curent and prcvious fiscal year.

ComnonEelth of Pucio Rico

ltun icipality of orccoyis, Puerto Rico

Changer in Nd Alret3
For Fbcal YeaB Ending June 30,

2012 20't1

Revenue3:

Prcgram Revenue$

Changes tu Servkes

opemtng Granb and ContbuSons

Capibl Granb and Conhbulons

C*netal Revenues:

Properv Taxes

Vo[nE of Busness Taxes

Sales and Usage Taxes

Consiudon Excise Tares
lnbrgovernrEnbl

Oher CanemlRevenues

TolelR.venue!

Expenses:

General Adninisfalion

Public SaEty

Public [brks
Cufure and Redeabn
Healh and Sanihlon

Solid v\&d Dispoel

HufiEn SeNices and l(blbre
Urban DevebprEnt

Public lnstudon
lnbred on Long-Tenn oebl

Total Expen3e3

Chanqer in l,l.t Assatg

Nel AsseEBeginning, as Resbhd

tlet Asrets.Endlng

$ 1,000,000

17,822,702

1,000,000

14,581,655

1,095,387

396,'191

655,695

518,315

7,378,855

688,967

1,168,356

330,994

698,450

416,957

9,453,982

853,748

3t,715,189

6,069,613

600,112

3,386,095

1,026,794

508,953

115,625

1,236,018

8,589,314

8,a2,020
266.545

30,Nr,089

26,315,065

5,257,027

606,700

2,796,578

867,668

465,341

150,525

1,177,171

2,005,032

8,193,372

254.865

21,771,279

'1,65,1,'100 1,540,786

30.788.037 26.247.251

i 137 i 30,788,037

8



COMMOI'IWEALTH OF PUERTO RICO

MUI{ICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

For the Fiscal Year Ended June 30 201 2

Figure 1 plesents revenues comparison by sources of the govemmental activities during the past two years:

FIGURE 1

Revenues by Source - Govemmental Activiti6
Fiscal Year ended June 30, 20,l2 and ml'1

Commonwealth of Puerto Rico

Municipality of Orocovis, Puerto Rico

Revenues by Source-Governmental Activities
(ln Dollars)

Approximately 59o/o of the Municipality's rcvenues came from grants and contributions, 3070 frcm

intergovemmental, 3.70,4 from propedy taxes, and 7.3% frcm other sources With respect to prior year' rcvenues

ini""rt"O oy 
"pparir.t"ly 

$2,50b,0d0, due to operating grants and contibutions from DisasteE Grants - Public

Assistance 
'(FiiJA) 

(appmximately $1,035,000), State Agency for Emergency and Disastel l'anagement

($1,000,000) received dudng this fiscalyear



COMMOI'IWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT'S DISCUSSION AIID ANALYSIS
Forhe FiscalYear Ended June 30,2012

Figure 2 prcsenb expenses by funclion o, the govemmental activities during the fiscal yeal. 2011-2012

FIGURE 2

Expenses by Funciion

Commonwealth of Puerto Rlco

Munlcipaltty ol Oro{ovis, Puerto Rico

I

Expens€s by tunctlon
Fiscal Year 2ol2

(ln Dollars)

r**

. Hutun s.tui..s and wExac

The lilunicipality's expens€s cover a ftlnge of seNices. The largesl expenses are general administration with

27.8!o,39.4Yo lor uhan developmenl, public works with 15.5%, human seNices and welfare with 5.7olo, and culture

and recreation with 4.7olo. Program revenues of the Municipality covered 630/0 of total expens€s.

The following lable focuses on

the cost of each of the
Municipality's largest fu nctions/
progEms as well as each
functions/prcgEm's net cost
(total cost less fees generated

by the programs and prograrn-

speciic intergovemmental aid):

Those who dircctly benelited

from the programs and other
govemments and organizations
fiat subsidized certain programs

with granb and contributions
paid some of ttE cost of
govemmental activities in 2012.

Other general revenues

including prcperty, volume of
business license taxes, and the sales and usage taxes and inteeovemmental revenues substantially covered the

$1'1,268,387 net cost of seryices.
10

ComDnyreallh of Pueno Rico

onicipality of Oocovb, Pueno Rico

et Costof un icipality! Govsmmntll aclivities

For Fiscal Ye.B Endsd June $,

2012 2011

General Adninistaion

Puuic Sabt

H€alt Sanibbn

Soft 1lb6b Diepo6al

HunEn S€rvices and Utslhre

Public lnslucion

ofiers

Tot.l

$ 6,069,613

600,112

3,386,095

1,426,194

508,953

115,625

1,236,018

8.589,314

8,292,020

266.545

$ $21

nll
$ 5,257 021

606,700

2,796 578

867 668

165,341

150,525

1,177171

2,005032

8,193372

$ 3,870,914

600,112

3,386,m5

1 026,791

508,953

115,625

2N,254
(175,319)

1 308,114

266.545

l lr,268,3Ar

$ (457,518)

6m,7m
2,7 ,578

867,668

465,341

150,525

185,538

771,595

551,332

254.865

t 6,192,621



COMMONWEALTH OF PUERTO RICO
MUI'IICIPALITY OF OROCOVIS, PUERTO RICO

THE MUIIICIPALIW'S FUNDS

Govemmental Funds

The Municipality implemented GASB Statement
il, Fund Balance Ropoding and cove,I/,nents,l
Fund Type Defrnitions effective with the June 30,
2012 financial stabmenb. Fund balances for the
govemmental funds aE reported in classiicatjons
lhat compris€ a hierarchy based on he extent to
which the govemment honoE constraints on the
specific purposes for which amounts in thos€ funds
can be spent. The following table presents a
compadson of lhe 2012 and 2011 fund balances:

IIAI{AGEiIEI{T'S DISCUSSION AIID ANALYSIS
Forhe FiscalYear Ended June 30,2012

As of the end ot the curent liscal year,

the Municipality's govemmental funds
(as presenled on the balance sheet on
paqe 17) reported a combined tund
balance of $2.2 million, which decreased
from la6t yeals total by $766 thousand.
Some of the govemmental funds are
capital expenditure oriented and,
therefore, may reflect capital
expenditures. The General Fund

experienced a $384,759 increase from a

tund balance deicit of $17,298 (as

restated) in the previous year to a tund
balance of $367,461 at the end of the
curentyear.

At tlre end of the Fiscal Year 2012, the

General Fund presented Committd
($346,93,4) and Assisned ($20,527) Fund

Balance, witr no Unassigned Fund

Balance. ln order to accomplish with the
provisions stated on our Ordinance that
implemented the GASB Statement No.

54, regarding the Minimum Fund

Balance Policy, the unicipality is in the
process of making the anangements lo
comply.
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Conhonecalth of Puedo Rico

Municipality ofOrocovis, Pue o Rico

Fund Balance

Ar ofJune30,

Fund Balancesi

Nonexpendable $ S

Restided 2,166,721 3,016,623

Cornibd 346,934 157,857

Assoned 57,991 194,334

lJnassigned (411,n2) (441,941)

Total $ 2,160,444 $ 2,926,873

2011

Connbnredth of Rte o Rlco

['lunicipality of Orocovi!, Puerlo Rico

Ganal.lFund
& olJune 30,

Oe.cription

Ravenues:

Prope(y Taxes

VolunE of Bushess Tar6s
Sales and Usage Taxes

lnbeovemnDnbl

Constudon Excise Tax6s

ToblRevenues

Erp€ndilu1r3:

General GovernfiEnt

Pubh Sabty

Publc !\brk
Cultrre and Recreaton

Heah and Sanibton

Solid ]l[hsb Digosal
Publc ln*udon
HunEn Services and VlHhre
lJrban Devebpnent

CapblOulay

Totsl Erpenditures

NetTran*r ln (Oi0

Otff Finandng Sources

Nel ln crD.3o (D.crcaae) in Fund 8al.nc.

2011

$ 968,700

330,9S4

352,171

8,600,069

416,957

853,718

$ s56,787

396,1S1

322,778

8,372,460

s18,31s

696,170

11,262,701

4,579,X21

5 ,217

2192,114

643,512

465,341

150,525

776,752

196,261

6,116

22,452

11,522,639

4,971,288

551,239

3,035,839

6244U
500,807

115,625

715,363

224,336

114A70

10,883,451 9,896,611

\254,429) (352,624)



Budqetarv Hiohliohts

Dudng the curent year, the l\,lunicipal LegislatuE revised the Municipality's budget several times incGasing the
original budget by $1,105,770 (see pages 48 and 49 for budget to actual comparisons). The curent year opeft ions
resulted in a $'104,781 net pmfit, for budgetary purposes.

CAPIIAL ASSEIS AND DEBT ADIIIiIISTRATION

Capital Assets

At June 30, 2012, the Municipality had $33.6 million invested in a vadety of capital asseb, as renected in the
following table, which represents a net incEase (additions less depreciation) of $2.5 million or3.83o/o from the end of
last year.

COIiIIiIONWEALTH OF PUERTO RICO
iIUNICIPALITY OF OROCOVIS, PUERTO RICO

DebtOutshnding

As of year€nd, the Municipality had $9,025,709
in debb (bonds and other long{erm debts)
oubhnding compared to $9,096,1 50 of last year.

Outstanding Debt at Year.End

The lrunicipality made principal paymenb of
$430 thousand during the curent year During
the year, an obligation granted by US Department of
Agriculfure, Rural oevelopment {RD) Ior he amount
of $199,336 of he oiginal loan of 9500,000, Io be
used for he improvement of he Communily Cenler of
he Municipality. ln addition, a special bond was
issued for ttte amount of g21O,0OO for general
constnclion puDose,

MANAGEMENT'S DISCUSSIOiI AI.ID AI{ALYSIS
For he Fis.al Yeal Ended June30,2012

Conrbnyrahh of Puerto Rico

funicipalityof Orocovb, Pue o Rico

Capital As!e13, n.t
A.ofJun.30,

GovemltBntal A.tlvitles
N12 Nl1

Non.deprcciablr .$.tr:
Land

Constudon in Progress

0eprcciable a$et!:
BuiUings

EquiprEnt and Vehides

Furnifure and Fixfures

Heavy EquipnEnt

lnfastuclire

fotal

$ 6,994,384 $ 6,852,834

2,243,996 6,412,646

15,774,156 10,424,632

66,694 129,170

2n,$7 152,592

1,403,309 1,274,588

6,807,405 5,843,813

i 33,567,881 t 3'l
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Con mnYpalth of Pue o Rico

unicipality of otocovb, Puedo Rico

Outstanding Long.Tenn Debt

As of June 30,

Govemdlental Activities

2012 20,t1

Gneral and Sp€cbl Oblgabns
LawNo.42-MRCC

LawNo.146-MRCC

LIMS. MRCC

ChrishBs Bonus

oebned Charges

Conpensabd Abences

Totat

$ 5,313,336

881,033

67,319

't96,928

11,665

2,555,428

$ 9,025,709 $ 9,096,150

$ 5,346,000

902,891

70,685

3,632

185,376

7,635

2,579,931



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
Forlhe FscalYear Ended June 30,2012

The Municipality levies an annual special tax ol 1.50% of the assessed value of real property located within the

Municipality, which is not exempted by law. The proceeds of this tax are required to be credited to the oebt SeNice

Fund for payment of general obligaiion bonds and notes ofthe lilunicipality. The amount of general obligation debt

lhat the Municipality can issue is limited by law to 10% of the total assessment of the taxable property located within

the boundaries of the tilunicipality. The outshnding general obligation debt of the MuniciPality of $1.5 million is

below the legal limitation. Irore detailed information about the lilunicipality's long-term debts is pr6ented in Note 10

to the Easic Financial Statemenb.

Commonwealth ol Puerto Rico

Municipality of Orocovis, Puerto Rico

Outstanding Long-Term Debts

4,0m,mo

1sm,mo

3,C[n m0

z5m,mo

z0m,mo

tsm,m0

!{m,m0

L

2012

2011

500,0m

General special

OblBatims Obltatims

ECONOIi.IIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality is a political legal entity with full legislative and administrative powers in every area of municipal

govemment, with pepetual existence and legal personality, separate and independent from the central govemment

of Puerto Rico. The Municipal Govemment comprises the executive and legislative branches. The executive pow€r is

exercised by the l\,layor and he legislative by the irunicipal Assembly, which has 14 members. The l\''layor and the

l\.,lunicipal Ass€mbly are elected every four yeats in general elections.

The Municipality provides a full range of services including health, public works, environmental control, education,

public safety, public housing and community development, culture and recreation as wellas many othergeneral and

administative seNic€s. The Municipality's principal soutces of revenue are property laxes, municipal license taxes,

contributions by the state govemment and federal grants.

The Municipality's elected and appointed officials considered many factom when setting the fiscalyear 2012 budget

One of the factors is the economy, which is affected by the population, family income and unemployment groMh of

the Municipality.

13



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMETiT'S DISCUSSION AND ANALYSIS
For he Fiscal Year Ended June 30, 201 2

The Municipality has a higher unemployment rate compared to all municipalilies in Puerb Rico. As ofJune 2012 the
unemployment rate of the Municlpality averaged 23.3% as compared to 13.970 in Puedo Rico (Source Wo force
Development Administration of the Commonrcal$ of Puerto Rico).

The above-mentioned factoE, among olheE, y/ere taken inb account wfien adopting the ilunicipality's budget for
fiscal year 2012-13. Amounts available for appropiations (rcvenues) in the General Fund Budget ale 910.6 million,
an incrcase of 3olo over fie 2011-2012 original budget of $'10.3 million. Property taxes and other local charges for
services, licenses and permib are expected to lead this incease. The Municipality will use the increase in revenues
to finance programs we curcnXy offer and to account for trc defcit efiect on the resources available to expend.
Budgeted expenditures are expecled b dse slightly below of revenue increas€s.

lf bese estimates are calized, the unicipality's budgehry General Fund balance is expected to incrc6e modestly
by the close of fiscal year 2012-201 3.

AI,IERICAN RECOVERY AND REINVESTMET,IT ACT

The Municipality received the following federal awads from he American Recovery and Reinvestment Act dudng
fscalyear201l-2012:

CONTACTING THE MUNICIPAIITY'S FINANCIAL MAI{AGEMENT

The irunicipality's fnancial statemenb are designed to present userc (citizens, taxpayers, customers, investors and
creditors) with a general overview of he Municipality's finances and to demonstrate lhe l,lunicipality's
accounhbility for the money it rec€ives. If you have questions about lhe report or need addilional fnancial
information, conhct fie Municipality's Dircctor of Finance Office on the 2d foor of tE City Hall, State Road #156,
P.O. Box 2106, Orocovis, Puedo Rico 00720.

CFDA

Numbrr

14.257

81.128

Tolal Total

HoflEles$ess Prevenlon and Rapid Re-Houshg Program

Energy Eftiency and ConseNalion Bbck crant

Total

$ 314,176 $ 314,176

1s2,260

't76 $ {66

14



COfiOtIwEALIH oF F\Ef,ro REo
MUIIcIPALITY OROcovIs, PUERTo Rrco

SIATETETT oF I{TT ASSETS

JuxE30, ml2

GOVERN MENTAL

ACTIVITIES
ASSEI'S:

Cash

Cash wih Fiscal Agent

Receivablos ( Ne0:

FederalGranh
Due from GovernfiEnl Unih

Sales and Usage Taxes

Detrred Charges

Capihl Assebi
Land, lrprovefiEnl and Constuclon in Progress

Ofier Capibl Asseb INet of Deprecialionl

Tobl Capilal Asseb

TOTAL ASSETS

LIASILINES:

Accounb Payable and Accrued Expenses

Dueb GovernnEnhlUnib
DeGrred Revenues

Long-Term Liabililies:

Due lllhin Orc Year

Due in More han Gle Year

TOTA LIABILITIES

t{ET ASSETS:

lnvestrpnt in CapiblAsse6, Net of Relabd Debt
Restkbd bri
Capibl Proiecb
Head Stsrl
Debt Service

Comrunity Devebpfi€nt Proje€b

Unresficbd {Deio'0

TOTAL iIETASSETS

1,925,&36

1,665,204

6,092,831

1,402,608

50,923

27,181

9,238,380

24,329,&1

33,567,881

14,732,&4

2,506,472

90,678

61,832

606,636

2,623,817

6,40'1,892

12,N,327

28,798,461

51,000

4,373.26
1,172,N1

4fi,215

12,442,eo6],

!__3r,412,137

See acompany.! Notes io Basic Financist SiaEmenls.
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Co xo{wEALTH oF fuERTo Rtco
Mu crpAlny ORocovts, PUERTo Rtco

SIATEIEIIT oF AcTvmEs
FOR THE FISGAT YEAR EI{DED JUIIE 30, 20i2

Operating Capilal fl.{ (Erpen.e)
GrdnB rnd Gllnl..nd R€vsnuc

Erp€n.€.

$ 737,569

5332,044

600,112

3,386,095

1,026,791

50E,953

115,625

1,236,018

8,58S,314

8,292,020

266,545

I 30,091,0E9

(Se.llert Page)

$ (737,569)

(3,133,345)

(600112)

(3,386,095)

(1,026,794)

(508,953)

(115,625)

(280,254)

175,319

(1,388,111)

(266,s45)

(11,268,387)

Contributioff Conuibutlong

GovemiEni.r Activiti€.:

Mayor and Muni:ipal Aserily

Public saEq

H€6lt and Sanibbn

Human S€fviEs and l/'Eltsre

hbr€slon Long-Term Debl

Tolal Governmntat Activtrte!

$
1,0@,000

-$
1,198,699

955,764

8,764,633

6,903,606

I 1,000,000 I 17,822,702

ProperrTares, levi, bl Gener.r Punces
PropertTares, levi, t oebls€nae
Sales and Usage Tar€s

VolfiE oI8usin86 Tarer
Consluchn ErdsB Tax€s

To9l General R€v€nu€s

ct{acEs N IErasEts

tletAseb - B€ghning ofYoar

I{EI lsSEE - EIIDIIIG Of YEAR

968,700

199,656

698,450

330,994

416,957

9,453,9E2

33,851

819,897

12,922,487

1,654,100

30,788,037

I 32,42,137

s€. acccfpanynE Not€s lo Basic Fimndal sbtsnents.
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Co lt(rflwEALTH oF PUERTo Rlco
i'IUilrcPA.TrY oF oRocov|s, PUERTo Rro

BAI.AilcE SHEET - GOVERN EI{TAT FUNos

JulrE30,2012

GBlEi^L
fUI{D

IIEAD STIiT
FUIID

STATE ROAOS

DEBT SAVEE If,PROVE E{T

FUND FUNO

OTHEN TOTAT

@VRIITB{IAL @VBIII'E{TAL
FUNOS FUNOS

ASSETS:

qltonGdarEt Unb

TIABUTIES AID 
'UIIO 

BAIANCES:

Cd1I!E*6di dPEb ftco

Totl UcllidB nd Fud Bdllc6

2s7,14- t

50sa

62',1'B

$,161

*1 t

49/8,9m

31,705

-t
1,646/9 .'

1,1750({

1,370,450 3

&525

1.1428S1

12.,114

1,e5,8$

1,665,201

50 a3
6,(l2,831

652,854

1,,102,6ft

1,6t,6t6 I t2a&0 I 1,64679 t 1,16m goat0r8 I 11,?$,2$

21,881-

61,8?

31,705

2S,333

$,46,t

1,4t24-

8,G8

87t,7t4

01x00;

24s2

z$4n
a0,m
90,6/8

61,832

662,85'r

& 333

98,464

5S0,17S

280,m

"1

7!0,45 qoat229 ,q6t8 1,4\A 9,@,812

316,9!t

n.527

,*1 **1

({,2$)

1,m,066

37.&
gr0,s4)

2,1$,n1

316,S'r

r.901
g1,q

z160 a44(o,298)

I 1,175(m

367 
't61

194 6At 802 m1 7,16,626

1,6t,676 I 5,ag8a ! t,a6a 3,(,.5U6 t 11,I9,246

17
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Co roruE LTH oF PuERro Rrco

Mui,IcpAl.ny oF ORocovts, PUERTo Rtco

RECOilCILIATIOil OF THE GOVERXTENTAI FU DS BALATCE SHEET

To ]HE SIATEIEII oF NET AssEIs
JurE30,20l2

Total Fund Balances -covernmeni Funds (page i7)

Anount rsporbd tu Go\pmmental lclivties in he Sbbmsnl oI Net tsse6 (pag€ j 5)
are dilbront because:

CapihlAsseb used in go€mmenht actlilies are not financiat resources and fierebre
are not reporbd in lhe funds. ln he cunenl p€riod, hese amounb ar€:

Non Depreciable Capitat ,assets

Oepreciable CapiEt A6seb

hfa$!cture tsseE
AccumulaEd Deprecaaton

Total Capital ,asseb

OherAsseE used in gollemmenEt actvtes are nol financiat resources and lhercfor€
a.e nol reporled in fie tunds:

Oetuned Charges

Some ofhe funicipatity's re\Enu€s wil be colecbd atur )ear+nd bul are notavaitaue
soon enough t payttr fie cunent period,s etpenditiros and herebre are debned in h€ funds:

SAGP

Chrisunas Bonus Reimbursem€nt

Head Shrt Program

ToEl OeEred Re'€nues

Some liabilities are not due and pal€ble in h€ cunent penod 6nd therelbre are not reporbd
in hetunds. Those liabitiliss consisl ot

Gen€ral Obligalion Aonds
Special Obligaiion Bonds

Detbned Credib
Law Numb€r l4eMRCC
Law Numbor42-MRCC

Chis[nasBonus

CompensaGd Abs€nces

Total Long-Term Liabilitios

Total Nel A.se! of Governmentat Aciivi08 (pag6 t 5)

$ 9,238,380

24,688,857

7,528,680

(7,888,036)

490,214

98,464

4,843,662

11,277,OOO)
(3,756,336)

(11,665)

(67,319)

(881,033)

(196,928)

(2,555,428)

s 2.160?a44

33,567,881

27,18'1

5.432344

(8,745,709)

$ 32A12,137

18
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CoHot{tEAt-TH or PuERro tatco

MuxrcrPAmY oF ORocovrs, PUERTo Rro

STATEITEIT oF REVEIIUES, EIPEIIDTURES, A o CHATGES

III FUTID BALAICE - GOVERT{ EI{IAI FU}IDS

FoR IHE FISCA! YEAR ETDEO JUIIE 30, 2OI2

GEIIER^I

Ft,ID

HEAD START

FUIiD

SIATE ROADS

DEBT SRVICE I PROV4EIT

FUiID FIJIIO

OTHB TOTAI

@VB'If,E{IAI. @VBIflEIIIAL
FUI{DS FUIIDS

1,16&356

330.991

40,150

101{6,2S

17,87d90S

41q957

33,851

819,@i

RA/EiIES:

PEp6U la.s 3 $8,m 3 I €9,666 I
VotDolBciE6 Ta6 30,94
Sak rnus4eTa6 ?62111 3462?9

FsldGEE , 095r,0|1

ll*lo/EtrEid 8,m,lr0 7,&703
cdEhrtfiErdsTa6 at6,5/
Rsrt 33,85l

lrbekgs 819ts7 .

Totd R.vsrE 4,522,6O 6,5I,0n 5{,ts5 ?,a2q7A

BPETUTI.RES:

MEa an Majd kgELD 73?.5@

GsEd GddtrEr 1,&719 f@,$5
PUEGSA 551.2S

Puficlvut! ltsi8$
CuttltnReft6ldl 62{4&
Hd' ,n Sd{o 50&i
Soldw6l0bro6a 115€25

Pdlc |rEluclm 71tr6 i$8,285
HllMsai.6rnft9E 24,fi
Ulb' D6rd.gEr - 46.9,2c
Cdro{r/ 111.40 Zqrr8

Bdd I$ECGE l,@
Pnripd 129,866

tnEldanokclEle. 2!6,!15 -

Ioalfurdt. Ol8la$ 6!$1,26 E,'l5l ZIIII
EXCESS OF RAIE{ES OVR (utDB)

EXPETTTI*ES qll (J,,6a4 Gl,5l0 (I,q

ortE FIt SIG SOTJRCES (rJSESX

Pmc.ed ol Barts

Tralas - h 211,6

Td*s - Od (254.@j

Totl OilE Flnrdng Se6 rd tlc Ea,llEl --___-_____-_: Al,$
lachre. in Fund E ri.. ra4tll (J,,a4 O,llO F0,iG|

3,52&6Sr

1,&$,137

trfi794 31,8297*

133,s7;

"r1

687,750

995392

3,S0,16

m1,966

7J1560

lro,l'ls
551,230

3,035.830

n4,M
50,807

11t625

&421.s
1,719,t4

8,589,314

\232154

1@
44,856

266,rt5

cs,g,9 $,mi55t

(,5''185) fl,17q765)

1@,S
4i553

11,60)

,109,336

255,179

(256,179)

$1,8e {09,36

Fu, BakE6 - 0.FiE.6 R€.8 (k lr/ (1/.2!4) J ** 031.591 ,lo.310

t\ I\ 

-

FUIDB r.^r{cEs - EriUlG t)' r 5r,.61 \A 3 $ta6. 3 e,Ol t go,4 i\)' t rr,.61ur i $t 6. 3 p,6r t gqq

u*lu\"*r'1 
^A\W

(,1O3aq

1,8,,.912

g6e&9

2,1t26,873

7aq66 3 21tu,4

19
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Cox olYiEAtrH oF PUERTo RIco

Mut{tctpa-ry oF ORocovts, PUERTo Rtco

RECoIICILATIOTI OF THE SIATEIETIT OF REVE}IUES,

EXPEIDIURES, ANO CHAXGES IiI FUND BALAIICE OF

GOVERIITE|ITAL FUIIDS IO THE STATEIEI{T OF ACTT.TNES

FOR THE FISCAT YEAN EIOEO JUIIE 30' 2OI2

ildChange in Fund Balance!-GoyommentFund! (hge lE)

Anouni repoftd br Go,Emmenhl pcliilies in he Shbmenl ol kt'ities (Page 17)

are diftrenl because:

Goleflmenbl funds rcport capibl ou[a]6 as expendifures. Ho'.'el€r, in tle Shiemenl ol

lcli ites he co* of hose asseb is allocabd oEr heir eslimaled usetul lites and eporled

6 dep€cialion expense. ln he curenl pedod, trcse amounb arcl

Capilal Outals

Deprecialion Epense

Excess ol Capibl 0utals o€r DepGcialion Expense

ReEnues in he Stabmenl of pati\ilies tBt do noi pDtide curent fnancial resources aie

reporbd 6 rc€nues in he funds and ice !e6a:

Head Stad

Chd$nas Bonus

SBGP

Bonds pmceeds pDide cunEnl financial tesources b goEmmenlal funds, but ii$ino debt

increase Long-Tem tiabilities in fie Stabmenl ol Net l6seb. ln he curent pedod,

poceeds rccdwd was

Go€mmenbl Fund Repod he eftct of Bond lssuance Cosb as ElQendituIe Yrhen Debl is flsl

issued, and anoiiEd in he Statement of tr.t,ilies. T his amounb is he ehct ofhese difrences:

Bond lssuance Cosb

Anodi2aton of Debned Chaees

Repayrnent ot long-bm p ncipal is ependibre in he go\emmenbltunds, but issr.ling debl

reduced Long-Tern Liabilities in tte SHemenl of Net l6seb. h he cutrent pedod

Epalmenb vue€

Someepensesepoftd in he Slabment ofklivtes do nolrcquirehe us€ ofcurent

fnancial rcsouces and hereloB are not reported as expendifutes in go',emmenbl funds

These acli,ities consist of

lncrease in Cfuisfnas Bonus

Decrease in Compensbd Absence

Tobl Additional E4enses

Chrng. ln N€t A8seb ol Govemmental Activites (P.ge 17)

$ 3,292,154

(814,548)

t (166/29)

429,856

12,9s1

l__.1!!1r9

2,477,606

(54,035)

5,776

(36,344) (84,603)

(409,336)

(1,050)

(4,895) (5,945)

(11,552)

24,503

Se aompaiy n! Noles lo Basic Fimnoal SiaEmenls
2A



ConolwEAtTH or PuERro Rlco

u rcrpa-ny oF oRocovrs, PuEmo REo
NOTES TO THE BASIC FIIIATTC|AL SIATEI'EI{TS

FOR THE FISCAI YEAR EXDEO JUflE 30, Ml2

'I. FINANCIAL REPORTING EMTITY

The acaompanyjng frnancjal stalements Eesent infomation on lhe fnancial actvites of he ilunicipality ol orocovls, Pue(o Rico

(ttunicipatity) over whidr the Mayo. and he Munidpal Legislature, have di.e.t or indircct goveming and fiscal @nlrol These

inanciaistatements ha're been prepared an conformity witr accountng pdnciples generally accept€d in he United Slates of America

(GAAP),

Organization

The Municipatity was founded in the year 1825, and operates as a govemmental unil of tle commonr€alh of Puerto Rico,

under he L;w Number 81 of August 30, 1991, k1om as 'Aulonomy Municipalilies Law ol t1g Common\realh of Puedo Rico''

The govemmentat system of h; itunlcipality is composed of he exedltt€ and legislativo bodies. The Mayor is he Chief

Execiti're Officer and is elected every four years in he general eleclions of he Commonlr/ealh of Puerlo Rico. The legislalive

body consists of 14 Legislators also elecled in tle general eleclions of Puedo Rico for a four_year period.

The Mlnicipality provides seryices sudl as: heallh, public ryorks, sanilalion, aids and seruiaes to low]ncomo and eldedy

cilizens, publ6 iafety, trousing and uban development, culfurc and recrealion, planninO' zoning and olher geneml and

administratve services. As a govemment enlily, tio Municipality is exempt from boh fedeml and stale taxes.

Reponlng Entity

A reporting enlity is comprised of i1) tle primary govemmenl, (2) component unit o(anizalions for which he primary

govemmeni is fin;nciat acrountable (blended component units), and (3) oher orcanizalions tor which he nature and signifcance

;f hek relalionship with he pdmary govemmenl is such lhat exclusion would cause he repodino entty's finencial statemenls to

be rhisleading or incomplete, and hey are financially accounhble to he pdmary Oovernmenl (disafele component Units). The

pdma.y gove;ment cdsists of all tunds, depaftnenis, boards and agencies lhat are not legally separate from the l{unicipallty

and for wlrich he ttlunicipalig is fnancial aiounlable.

The accompanying basic fnancjal statements indude all depafunents and organizatims uniis whose funds are under lhe

custody and cdrot of t|e lilunicipatity. tn evatuating tle t{unicipality a6 a repoding entity, management has addres"s€d all he
polent, component units. GASB Accounling Slandards Codficalion Soc{ion 2600, Re@tting EW and C.;o/.nponod Un

PreseolationandD:tsclLlsut,requkeslieindusionoforganizalionshalraiseandholdfundsforhedireclbeneftofheprimary
govemment.

GASB Accounling Slandards Codifcatixl Section 2100, DefiBihg lhe Financial Reponkg E tity, des{rib€s he crileria for

determining which organizalions, funclions, and aclivilies siould be considered part of he Municipality for finamial repoding

puryoses. ile primary criteda indude appointing a voling maiority of 6n organizaton's goveming body, and lhe Municipality's

ability lo impose its will on hat orcanizaton or lhe potenlialfor he organizaton lo prolide specific fnancial benefts lo, or impose

specifc finanoal blrdens on, he itunicipality.

There are two melhods of prcsentalion of he componenl unit in lhe financial slatem€nb: blending - he financial data of he
component units balances and fansaclions in a manner similar to he prcsentaton of he l{unicipality's balances and

tansactons; and discrcie - presenhtion of lhe componenl unil's financial dala in column separate from he Munlcipality's

balan@s and tansaclions.

The relative importance of eadr cdterion mu6l be evaluated in light ol specific circumstances in order to detemine which

components units arc to be indudod as part of lhe reporling enlity. Our specifc evaluations of the cnteria applic€ble to the

Municipality indicate no organizalions meet tie cdleria to be included as component unib. Accordingly, hese basic flnancial

stalements present only lhe ilunicipality as he reporting entity.

These financial stabments prcsent lhe rcspectve financial posrton of lhe govemmental activilies, eaai maiff fund, and he
aggrcgate remaining tund infomalion of he tttunicipality, as of June 30, 201 2, and he respective changEs in financial position,

{hore applicable, lhereof for lhe fisc€l year lien ended.
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NoTEs TO ]HE BAsrc FIilAxcIAL STA]EI,EI{IS
FoR IHE FlscAr YE^R EtIoED JUIE 30, 20i2

2. SUiIMARY OF SIGI{IFICANT ACCOUNTING POLICIES

A. Financial S-tat6mantPr6entation

The basic fnancial slatemenls of lfie l{unlclpality have been prepared in conformity witl accounting principles genemlly
accepted in he Uniled Staled of America as applicable to local oovemrhenlal units. The basic financial statemenls indude both
govemment'wide (bas€d on the unicipality as a whole) and fund financial slatements, whidl provile a more detailed level of
fnancial informaton. Bolh he govemmenl-wide and fund fnancial slatements (wihin he basic financial slalemenls) categodze
primary aclivities a! govemmenlat lype.

The fnancjal informaton of he Municlpallty is presented in $is report as follovrs:

R.4uired Su,4.lenontery ln[omelion - ehager,enl's oiscuslio, ard AIary8is

Managemenl's disdrssion and analFis is requircd supplemenhry infomaton hat intoduces he basic financial stalements and
provljes an analylical oveMew of he l{unicipallty's fnandat activjties.

Gov.mnent wid. Financiel Shfor-'lrb (G}lfS)

The GWFS (he Slalemert of lvol ,4ssets and lhe Stater,en ol AclMtubs) report infomation of all he aclivilies ol lhe
Iilunicipality. For he most pa.l, he efecl of inlerfund aclilily has been rcmoved from hese financial slatemenls. Govemmenhl
activitjes, which normally are supported by tares and intergovemmenhl revenues, are reported separateiy lrorn business-type
activilies, if any, which rely, to a significant e(ent, on fees and charces for supporl.

The focus ol Ule Stalerrort of l'/el Issels is designed lo be similar lo bottom line resulb for he tttunicipality's govemhental
activilies and business type aclivilies. This slalement combines and @nsolidates govemmenlal fund's drent fnancial resources
(short-tenn spendable resources) wih capilal assets and long-tem obligations. The Stalererl of /\iet /4ssels pres€nls lhe
repoding enlilies'assets and liabililies, wih tle difierence rcporled as nel assels. Nel assets ale restic.ted when constrainls are
placed on lhem hal are imposed by extemat padies or by laws or regulations. Designalions solely imposed by lhe
Municipality's management are not pres€nled as restioted net assels. Wren boh resricled and uoreslficled resources are
available for use, he Municipality's policy is to use he restrlcled resources filsl.

The State4,ert ofAclMilies demonslrales he degree to $rich he dircct e&enses of a given funclion or s€gmenl is ofiset by
program revenues. Ditecl exp8rses arc UDse tEt are d€arly identjfable wih a specific funclion or segmenl. ln addilion, to tie
extent lhal indirect co6ts are allocated to he various functions, he pogram expens€s will indude boh dkect and indireal costs.
Program Reyerues indude charges to otstomeE or applicanls wio purdase, use, or directy benefil from goods, services, or
p.ivileges provided by a given funclion or segmenl, and graols and contibulions hal are restricted lo meetng lhe operalional or
capital rcquircmenls of a padiqil funclion or segmenl. Taxes and oher ilems properly exciuded from prcgram revenues are
reportod instead as gereE/ rcyerues.

Coy'.7l,nental Funds Finarciar St lr.mdtls (6FFS)

The GFFS Ihe 8a/an6" Slreel and he Stator,6[l of Revenues, Expehditures and A]f/nges in Fad klance) Vo\ide
infomation about he lilunlcipality's tunds. The emphasis of tund financial statemenls is on maior govemmental tunds, each
displayed in a separab column. Non-majorfunds arc summarized inlo asinglecolumn.

Tradilional us€rs of govemmental financial slatements will find he Fund Financial Slatements presenhlion more familiar. The
fods is on major funds, raher tlan he previous financial model's fund lypes. This is he manner in whidt fEse funds are
normally budgeted. This presentalion deehed mosl appropriale to (1) demonsbale legal and covenant mmpliance, (2)
demonsfale lie source and use of liquid resources, and (3) demonsrate how he t{unlclpallty's acfual experience conhms to
lhe budgeted fisc€l plan.

fte lilunicipality reports tte following maior govemmental funds:

GeneEl Fund - This is lhe gene.al opratng fund of he lruniclpallty. lt is us€d to accounl for all fnancial resources,
except hose requked lo be accounted for in anolher fund.
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2. SUirl{ARY OF SIG}{lFlCAtaT ACCOUT'|T|I{G POLICIES - condmdi,r

lC4LgEtlI!!4 - This is lhe fund used lo accounl for all bansactions of he Head Slad Program' Ihe obieclives lo

trEffirarn are to provide comFehensive healli, educational, nutitjonal, social and olfier developmenlal services

pdm;li b economically{isadvanhged preschool children and intunb and loddleG so lhal tle chi8rcn will attain

schooi readiness.

99U!rSry!!qE!!! - This is used lo accounl for lhe acqrmulaton of resources for, and he paFEnl of long'tem

debl principal and interests.

Slate Roa& lmprcvoment Fund - This is us€d to accounl for m4or impovernenls made by be lrunicipaltty ii
coordinaton wi6 Puedo Rico Departnent of Transportalion to slate roads.

The non-major tunds are combined in a single column in he GGFS. As a general rule he efiecl of inbrtund aclivity has been

eliminated from the GWFS.

The Municipatity reports its fnancial positjon (Balance Sheel) and resulis of operations (Stalemenl of Revenues, Expenditures

and Changes in Fu;d Balance) in funds, whidl are considercd separate acaoonting entilies. The operations of eadl fund are

ac@unted-for wihin a sel of seii-balancing acaounts. Fund acaounling segregales funds according to fteir intended purpose and

is used to aid management in demonstratng complianca wih legal, fnancial, and confacfual provisions'

oias lo frie Srric Firrncial Slalorrorl6

The flotes lo he fnancial shtements provide infomalion ha1 is essental to a usels full understanding of be dala provided in

he basis financial statemenls.

Requ ed Suryhn t y lnfom.lio/l

The basic financial slatements are follol|ed by a section of required supplemeniary infonnalion. This section includes a

BLdgatary Cofipalison Schedule - cenenl Fud, wiidr includ€s recondliation between he staiutory fund balance lor

budaetary purposes and he tund balance for he C*neral Fund as presented in he GFFS.

B. Maasuremellt Focus and Basis ofAccountlng

Gov€rrl,elit Mide Financirl Statemerb

The accounling and fnancial repo ing teatnent is determined by he applicable measuremeit foa[s and basis of a{counting.

Measurement 
-foors 

indic€les lhe Iypsof resour@s being maasured sudr as qinent finanoal rcsour@s or econotnic resources.

The basis of accounling indicates he liming of transelions or evenls for recognilion in he frnancial slatements.

The govemment-wide finandal stabments are rcported using lhe ecoromic rcsourcos measurBmenl ,ocus and lie fuil a@n,al

basiofaccountrhg- Revenue (including inleresl on deposits and investnents) is generally recorded when eamed and erpenses

are recoded whe; a fiability ii incurea, regardless oihe liming of related cash flows. Grants and similar ibms are recognized

as revenue as soon as alleligibility requircments imposed by he provider have been met'

None)change tansactjons, in vrhi$ he lrunicipality gives {or receives) value wihout dirccd} receiling (or giving) equal value

in exdrang;, include poperty hxes, gmnts, enlte eib and doflations on an acarual basis, rcveiue ftom property taxes is

recognizd in he tscd fiar for whidt 
-he 

tarcs are leviod. Revenue from gmnls, enlill€ments and donalions is l€cognized in he

fiscaiyeff in which all eiigibility requiremenls have been satsfed. Receipts on any type of revenue sources collected in advance

for use in lhe following fiscal year are recoded as defun€d re\anues
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2. SUMMARY OF SlGt{lFlCAt{T ACCOUNTING POLICIES - codinua{on

Cov.*lnnental Fun& Finenciel Stelen?,,8

The GFFS are rcporied using lhe culenl ,ranc,a, rcsourE€s r,€asuremerl focus and he modifted accrual basis of accoatkg.

Under his metDd, rcvenueiare reognized as soon as hey are boh measurable and availab,e. Revenues are considered to

be ayallabie when lhey are colleclible wihin he c.unenl pedod or soon enough tlerealler lo pay liabililiesd tle flr-ent period

For these puryos€s, he Municipality considers €lenuos to be available if hey are collec.led wihin sixty (60) days afier h€ end

of he cunenifiscal pedod. Revenues hal he uniclpality eams by inc1lning obligalions are rccognized in lie same pe od as

when lhe obligatons are remgnized. At Jlne 30, 201 2, all revenues sources met liis alailability criledon'

Expendifurcs are recorded when he related fund liability is inc.ured, as under acqual acaounting. However, debl service

e&endifures, as well as exp€ndifures rclated to compensaled absences, and daims an judgments, are recorded only when

paynenl is due. General cipital asset quisiiions are repoded as expendifures in govemmental funds Proceeds of general

long-tenn debt and acquisilions under capilal leases, if any, are reported as olher inancing sources'

property laxes, volume of business iaxes, sales and usage taxes, conslruclion excis€ laxes, and interest associated wih lhe

drent fscal period are all considercd to be susceplible to acarual and so have b€en re@gnized as rcvenues of he cunenl

fscal pedod. LntiUemenb arc recorded as revenues when all eligibility requiremenb are met, induding any time requirements

and lhe amounl is received dudng he pedod or wihin he a,/ailability rcquiremenls have be€n met, and he amount is aeceived

during he pedod or wihin he av;ibbiiity pe od for t s rcvenue source (60 days of year€nd)' Erpenditures{dven grants are

rccog-nized as rcvenue when the qualifying expendifures have been incured ?0d ali otler eligibility requkements have been met,

and ihe amount is received during tre perioO or wihin tre availability pedod for tis revenue source (wi1in 60 days of yearend).

All otier revenue items are @ns ercd lo be measurable and available only when c€sh is received by he lrunicipality.

The accompanying balance sheet - govemmental funds generally reffecls only assets liat $ll nol b€ mnverled into casi to

salisfy cunent tlabililies. Longiern assets and lhose ass€ts hat will not be converted inlo cash lo salisry c'unent liabilities are

geneially not accounted for in he accompanylng balance sheet - govemmenhl funds-

The measuremenl locus of he GFFS is on decreases of net frnancial resources (expendifures) 6lher than expenses. Mosl

expendittres are measurable and arc rccorded when he relaled govemmenlal fund liabilily is inc.uned. Alloc€lion of cosls, such

as depre{iaton and amortizalion, are recorded in he accompanying slalernert of Adivi,bt but are nol recoded in he

accompanying GFFS.

C, St wardship, Compliance, and Accountability

Budg.ary lnfo.mation

The Municipatity,s annually adopls lhe Budgei Resolution for all opelating tunds of he iluniclpality excepl for cedain testricted

u"*rnL. grO'Ahry *nf,;l is legally mainGined al he tund level. Tle budgel is prcpared using he modified accrual basis of

u"66rnting nid 
"*i,at"r"" 

inc-tuded as budgetary basis e&enditJres. l1nexpended appropdalions at he end of lhe fiscal year

generally l-aps€. However, lhey may be r+appropiated for expendifures in he following fscal year'

The *turicipality's Budgel Resolution Folides transfer auhorily (1) to he Mayor and he Management and Budget Dkector'

"ittin 
anO d"t*&n Oepirtnenls and tunds, as tong as he totai budget of he unicipatity (net of intertund fansbls) is nol

i""""."O tZt i" t 
" 

lli*gement and Budgel Direcior to impt€ment grant budgets as tre granl applicrhons are accepled by the

uuni"ip"iiiii *o tst to ti lvanagement;nd Budget Direclor to amend (reappropriate) each new yoals budget' lo the e(ent

"i"r[[.aiig ""-rbr**s, 
andjor unexpended prolecvgrant appropriations at year end unlcipetity's Legislalu.e action is

rcquired for (i) use of he budgeted Legislature contingenct, and (2) lhe approval of a supplemental approprialion(s)' Dudng he

year, seveml sLtpplemefl tal appropriations were necessary.

ForbudgetarypuQoses,endmblanceaccounlingisUsed.Theenalmblances(i,e.,purdlaseorders,confacls)arcconsidered
expendires.when incuned, Fol GMP repoing purposes, encumbrances outstanding aI year€nd ale rcporled as assigned

fu;d balances and do not conslitute expendifurd or liabjlitjes because he commitnonts will be honored during he subsequent

year. ln addition, under lhe budgelary basis of accountjng, revenues are teq)rded wllen cash is roceived'

24



cox oxwE r-rfl oF PuERro ttrco

uilrcrpAlny oF ORocovrs, PuERro Rtco

No]Es To THE BAsrc F ATICIAL STATEIIIE}ITS

FOR THE FISCAT YEAR EXDEO JUTE 30, M12

2. St M*IARY OF SIGNIFICANT ACCOUI{TING POLICIES - continurdon

The unendmbercd balance of any app.opdalion at he end of he year will lapse al he end of such fscal year. Oher

appropriations, mainly capilal poject approprialions, are continliflg ac.ounts for whbh he Munkipal Legislaiure has auhodzed

that an unspenl balance fom he pior year be cafiied foMard and made availabie for oinenl spending.

Tle Municipatlty irlows hese prccedurcs, in accordance wih law, in order to establish he budgetary data reflected in he
Budgetary Comparison Saiedule - General Fund:

Otiginal Budgot

L pior of May 15 of eadt frscal year, he Mayor submits lo tle Munidpal Legislature a proposed budget for he fscal

year commenong he following July 1 in addilion of a budgel message.

2. Ile budgei doorment is available fo. public inspeolion pdor to ils approval by he Municipal Legislature'

3. Ihe Ofr.e of he Commissioner of lluniopal Afiaks examines he budget lo 'reriry if it cornplied wih he law's

standards and sends il lo he Mayor for any comments or recommendation before he limited dab eslablishes by he

Law.

4. Prior to June 13, he annual budget is legally enacled hrough pssag€ of he annual appopdation ordinanco to be

effec,tve on July 1 .

since he budgetary basis diffeE fiom accounting pfinciples g€nerally accopted in he united stales of Ame ca (GAAP), actual

amounls tor thl General Fund in he accompanying Budge[ry Compadson Sdpdule, is presented ofl he budgelary basis to

enhance comparability.

Final Budget

The frnal budgetary dah prcsented in he Budgelary cornpadson sdedule - c€neral Fund rcfects he following dlanges lo $e

original budget:

1. Cerhin annual approprialions are budgeled on a project basis. lf such prciecls are not completed at he end of lie
fscal year, unexpended appropriatons, including encumbered funds' and unoxpended gmnt approprialions, are

caried forward td he fol6wing year. ln cerlain qrcumstanc€s, olher regular annual appoprialior* may be caried

fo&ard afler appropdate approvi. Annually appropdated tunds, nol auhorized b b€ cairied to^{ard, lapse at he end

of he fsc€l year. Appopdatons canied forward filrn he prior year are induded in he final b{rdgetary data'

2. Apprcprjatons may be adjustod dudng tte year wih he app,ovd of he Mayor and he Mlnicipal Legislatire, e 9'

supptemental appiopriaions. Additionally, tle Mayor is auho.ized to make corlain lransfer of surplus wihin he

depadnonts. S{ch adiustrnenls are reflected in he fnal budgetary dah.

The Annual Appropriation minance adopts he budgel at he characler level of expenditurc wit n depatunents' As

desaribed above, he Mayor is auhodzed lo make certain bansfets of apprcpriatons wihin deparfnenb Ac'ordingly,

he tegal level of budg€hry contol by tle Municipal Legislature is he departnent Level.

Tlo principal difierences between he budgotary and GAAP bases are lhe following:

1. En@mbrances are rcaorded as expendifures undg tte budg€hry bdis and as rcsticted, committed and assigned

fund balances under GMP.

2. lnierfund transactions ol fle Gsneral Fund arc nol induded in tD budgetary basis.

3. C€rtain acqued liabililies and oher debls arc not induded in he budgetary basis.

4. Certain revenues susceplible lo accrual, i.e., boh moasurable and available, are not induded in he budgehry dala.
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2. SUIIMARY OF SIGNIFICANT ACCoUNTING PoLICIES - conbuauon

The Specjal Revenue Fund has not been included in he budgehry compadson beaause balances are not budgeted. Also lhe

budget preparcd for the Federal Financial Awards Programs induded in he Capital Pojecis and Special Revenue Funds is

based on a progmm pedod $,hich is noi necessarily he same fscal year. Accordingly, il's nol praclical to presenl an annual

compadson of budget for such programs.

D. A$!e6, Liabiliti6, and Net Ass€,ls

1) Cesh d lnvcsbn.,,t,.nd Cash wttt Fiscal Agor'1,t

lle itunicipality's aash and inveslmeni are composed of demand doposits in commercial banks, demand deposits in he
Govemmental Development Bank of Puedo Rico (GDB), and cash equivalenb in coinmercial banks. The Municipality has

adopted he St ternent ofUr,iibrm lnveslfie euidelines fot llle llunicipal bs of ke Govenfienl of Puoio Rico, issuedby

the GDB as promulgated by Law No. 113 of Augusl 3, 1995. The Finance Dirccior of he unicipality, follow lhe
guidelines, is responsible for invesling he available resources in certficales of deposit and oher shorl{erm investnents.

lnvesinents ar6 made from he ava ade combined funds of tte Municipality and, accordingly, il is not practical to disclose

cedifcates of deposit and oher shorl-term investmenb individually by fund in he combined financial slatements. lnteresl

eamed on cedifcates of depos,t and interest bearing commerciat bank accounts are rccognized as revenue in he General

Fund. Cash in he Special Revenue and Capihl Proiect Funds ale rcsfictod; accordingly, rcsources available were nol

used for pool investnenls.

Cash wilh fscal agent in he Debt Service Fund rcprcsenls special additional prcpeo tax collections rctained by lhe

Govemment, deposil in lhe GDB and restricled for he payment of he l{unicipality's debt servics, as eslablished by law.

Cash wih fscal agent in oher govemmental funds consists ol undisbursed proceeds of certain bonds and notes issued for

lhe acquisilion and construclion of m4or capilal ihprcvemenis, or granb f,hich arc mainlained in a cash dstodian account

by be GDB. This sinking tund is mainhined by he GDB, agency which acb as he insrrer and payer ofhe Municipality's
bonds and notes issued in accordance wih law.

2) R.cetreblB end Pay.bles

Aclivily belween funds hal are representatjve of lending/bonowing arangemenb oulslanding at lhe end of lhe fiscal year

arc refefied to as eiher 'due t from ohor funds' (i.e., tre a.urcni portion of inlerfund loans) or 'advances lolhom oher
funds' (i.e., lhe non.drnenl porlion of inlerfund loans). All olher oulslanding balances between funds are reported as 'due

to/from olher funds.' Any residual balances outstanding between he govemmental activitls and businesgtype activilies

are reporled in lhe govemment-wide fnancial statement aslnterfund balances'.

Advance between funds, as reported in he fund financial statemenls, if any, are ofret by a fund balance reserve accounl in

applicable govemmenlal funds to indicate hat hey are not availabb for appoprialion and are nol expendable avaibbb
fnancial resources.

Receivables consist of all revenues eamed bul nol @llected at June 30, 2012. Iles€ account rc@ivables are shown net ol
estimated allo{ances for uncolleclible accounts, wiich are delermined upon past colleclion experience, historical hends,

and drnent economic condilions. lnlergovemmental receivables in he general fund @prcsent moslly sales and usag€

taxes, federal glant and conlribulions, property tax acaounls hal are levied by Muniajpal Revenue Colleclion Center
(IVRCC), a govemmental enlity creabd by he Goyernmenl. lnlergovemmenhl receivables in he olher govemmental funds
represent amounls owed lo he l{unicipality for reimbursemenl of oeenditures in@red puBuant to federally funded grant

and cont ibulions and slate appropdalions, and tie amount in tie debl sorvice fund represenls tle disbibulion of proP(y
tax collected wh,ch 6 resricted for lhe debt service.

Accounts payable represent amounls, including salades and wages, owed for goods and services received pdor lo year-

end.

3) lnvqtodas

Tle [unicipallty used he purdase mehod lo accouni for lie purchases offce and pdnling supplies, gasoline, oil and
oher expendable supplies held for consumplion. This mehod rccords ilems as expendifurcs, in he appmpiate fund, when
hey arc acquired and, accordingly, he inventory is nol recorded in he basic fnancial slatements.
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2. SU MARY OF SIGNIFICANT ACCOUNTIiIG POLICIES - co inudion

1) DoMcharyes

Defefied charges in he acaompanying Stst€menl of llel ,4ssels consisl of bond issuanc€ costs, net of acqlmulaled
amodzation. Delen€d ciarges are amorlized over he term of he rolaled debt using he staighl-line metDd. ln lhe GFFS,
bond issuance costs are recorded in tle otnent period as expondifures, wheher or not wihheld from lie aclual debt
proceeds rcceived-

5J Capi6,Ass6ls

Capilal assets, which indude land, buildings and improvemenl, machinery and equipment, motor vehicles, and
infrastucture asseh (e.9., rcads, bddges, sidewalks, and sim:lar items), are repoded in t1e applicable govemmenlalor
business-type aclivilies columns in he GWFS. Capilal assets, oher han infrasfucturc assels, are defined by he
govemmenl as assels wilh an initial, individual cost of moae han $25 (amounl not rcunded) and an eslimated useful life in

excess ol two yeafs. For improvements ohea han buildings, tfie capilal ouday must be qrealer han $10,000, extend he
eslimaled useful life br ten years, and be grcatea han 10% of the original cosl of he assel. The lrunicipality repods
infiastrucirre assels on a nelwork and subsystem basis. Accordingly, he amounb spent for lhe constructron or acqui6ilron
of infrastucfurc assets are capilalized and reported in he govemmentwide fnancial stalements regardless of heir amount.

ln he case of he inilial capihlizalion of general infrastuclure assels (i.e., hose repoded by govemmental activities) he
govemment drose to indude all such items regardless of heir acquisilion date or amount.

Tle Municipality was able to eslimate he historical cosl for he initial rcporting of hese assels trrough back hending (i.e.,

estjmating lhe drent replacement cost of lhe inftastruclure to be capilalized and using an appopiate pric+level index to
defale lhe cost to lhe acquisition year or estimaled acquisilion year). As he govemment constaucls or acquires additonal
capital asseh each period, including infrastrucfure assets, tiey arc capilalized and reported at historicalcost. the reported
value exdudes nomal maintenance and repairs whidr are ess€nlially amounls spent in relaton to c€pihl assels lhat do not
incjease he capacity or effciency o{ he item or exlend its us€fu| life beyond tte original oslimate. ln he c€s€ of donalions
he govemmenl values these capilal assels al Ule eslimated fair value of he ilem at he dale of its donalion.

Capital ouday is recorded as expendifurcs of 6e General Fund and oher govemm€nlal funds and as assels in lhe GFFS to
he extent be Municipality capitalizalion lhreshold is met Deprecialion
and amorlizalion expense is rccorded only ifl lhe GWFS. oepreciable
capilal assets arc generally deprecialed or amodzed over lheir
eslimated us€fu| lives under the slraightline meliod, excepl for
equipment held under capital leases whidr is depreciated over he
shorler of its eslimated useful life or lhe lease term. No depre{iation is
recorded for land and consbuclion in progress. Tle estmated useful
lives of major capital asset categories are:

oepreciation and amorlizalion expens€ of clDital assets is rccorded as a dirccl expens€ of he funclion/program specifically
idenlifed wilh he asset. oeprecialion and amodizalion of infrastrucfure is nol allocated to vaious function/programs bul
rcporled as direcl expense of he public wo*s and urban developmenl functions.

lmpaired capital asseis lhat will no longer be us€d by he Muricipality, if any, are reporled at lie lower of carying value or
fair value. lmpaiment lossos on capital assets wih physic€l damages hat will continue lo be us€d by lhe lrunlclpality are
measurcd using tie rcsloration cost approach. lmpairnents of capital assets hat are subjecl lo a change in he manne. or
duralion of use, or asseb affecled by enactnent or approval of laws or regulations or olher changes in environmental
factors or assets lhal are subiecl lo technological changes or obsolesaence, if any, arc measurcd using he s€Nice units
approach.

I)€fu/7rd and Unaamed Rcv,,Iuet

ln lhe GIVFS, defered rcvenues adse only wten he iludcipality receives resources b€fore il has a le€al daim to hom. ln
lhe GFFS, arises when one of lfle fullowing silualions ocaur (1) potential rcvenue does not meet bolh fie measurable and
available criteria for revenue rccognilion in the cunent period (unavailable revenue), and (2) he Municipality receives
resources beforc it has a legaldaim to hem {uneamed revenue).

CAPTTALASSETS YEARS

Blildings 5&60
lmprcvement Oher Ilan Buildings 45
lnftastructure 50
Vehides and Fumiture $10
Machinery and Equipment 1G15
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2. SUMiIARY OF SIGNIFICAI{T ACCOUT{TING POLICIES - conrinuaion

7) Long-fern Obligetidts, Bord! r$uarce CG'E ard Pleniun or Discount

The liabilites reported in lhe GWFS include he general and special obligation bonds, long{em noles, oher iong{em
liabililies (e.9., vacalion, sick leave, daims and judgments, long-tern liabililies lo ofEr govemmental enlilies and hird
parlies. Bond premiums and discounts, as well as issuance cosls, ale delered and amodized over lhe life of the bonds
using the effeclile inlerest melhod. Bonds payable are reMed nel of he applicable bond premium or dis.ount.

In he GFFS, govemmenial fund bpes recognize bond prerniums and discounis as oher fnancing sources and uses,
respeclively, and bond issuance costs as debt seruice expendifures. lssuance aosls, wheher or not wihheld from he acfual
debt proceeds received, arc reporEd as debt s€Nice expendifures. Expendifures tor pdncipal and inlerest paynents for
govemmenlal fund genelal and specjal obligations bonds are recognized in he Debl Se ice Fund when due.

8) Con@nseted Abroncos

The Munlcipality accrues accumulaled unpaid vacaton and sick leave and associated employeerclabd costs wlren
eamed {or eslimated to be eamed) by he employee. The unicipality's employees are granled 30 days of vacalions and
18 days of sick leave annually. Vacalions may be accumulaled up to a maximum of sixty {60) days and sick leave up to a
maximum of ninety (90) days. ln he evenl of employee resignalion, Ule employoe is pard for accumulated vac€lion days up
lo lhe maximum allowed al lhe orrent mle. Separalion from employmenl prior to us€ of all or part of he sick leave
terminates all rights for compensalion, excepl for employees wih len years of s€ryice who are entted to sick leave pay up
to tle maximum allowed. The lrunicipality acarued a liability for compensated abs€nces, whic}l meet he following criteria:
(l) fle Munlcipaltty's obligalion relaling to employeo's righb to receive compensalion fo( tuture absences is altibutable to
employeeh s€rujces akeady rendered; (2) fle obligalion relates to rights hat vesl or acemulate; (3) paymenl of lhe
compensalion is probable; and (4) he amount can be reasonably eslimaled.

ln accodance wih the above citeria and rcqukemenis in confofinance wih GASB Acaounling Slandards Codifcation
Seclion C60, Comporsated ,4bserces, he lrunicipality has accrued a liability for compensated absences, whidr has been
eamed but not taken by Municipalilys employees, induding its share of social se@rity and Medicare paymenls hade on
behalf of fie employees in he a@rual for vacalion and sic* leave pay using salary rales effeclive at June 30, 2012. All
vacalion pay is acdued wrren indrn€d in he GWFS and PFFS. For he GWFS, he curent podion is he amounl eslimaled
t0 be used in he following year. For he GFFS, all of lie compensaled absences are considered long-tem and lherefore,
are not a fund liabilily and represents a reconciling item between lhe fund level and Oovemmeni-wide fesentalions.

9) Clains end Judgnonb

The estimaled amount of lhe liabilily for claims and judgments, if any, t{hich is due on demand, sudr as from adjudicaled or
s€tted claims, is recorded in tle General Fund when tle liabjlity is inorl.ed. The Long-Tem Liabilities indudes, when

appropriab, an amounl estmaled as a conlingenl liability or liabilities wilh a fixed or expected due dale, whicfi will require
future available financial resources fur its payment

10) Accnunting ht Pension Co8ls

The ilunicipality accounts for pension costs ftom he standpoint of a partiaipant in a multiple€mployer cosl-sharing plan.

Accordingly, pension cosis reaignized in he acaompanying basic fnancial slatemenls are equal to he slafutorily requircd
contribulions, wih a liability recorded for any unpaid required contributions.

For he purpose of applying he requirements of GASBS No, 27, a6 amended, he stale govemmenl of he Govemmenl is

considered to be lhe sponsor of he Employees' Relircment Sysbm ol he Govemment of Puerto Rico and its
lnshumentalilies (ERS) and SFlem 2000, a mulliemployer cost-shadng defined beneft pension plan and a hybdd denned
conributon plan, respectively, in whici he employees ot he lrunlclpality padicipate. the Municipality is considered a
participant, and nol a sponsor, of hese relirement systems since he majodty of he parlicipanls in he aforementoned
pension bust funds are employees of tle Govemment and lhe basic financial slatemenls of sudr reiiremenl syslems are
part of lhe fnancial reporting enlily of lhe Govemment.
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2. SUMIIARY OF SIGNIFICANT ACCOUMTIIIG POLICIES- conthurtion

11) llet AssetsEund Belatuo

A, eflsseb

Ihe GWFS and Propdetary Funds Financial Slaiements utlize a nel assels prcsentatjon, which are calegodzed as

follow:

. lnvesled in Gpilai Assels, Net of Relaled Debt - These consists ol capilal assets, nel of a@rmulated

depreciaton and amo izaton, reduced by he oubtanding balances of bonds payable, notes payable and otler

debts hal are attributed to tle acquisition, @nstuclion or imprcvements of lhose assets For he purposes of

determining he ouishnding debt atbibuled to capihl assels, he tolal longtem debt relaled to he ac4uisition,

constructo; or improlements of capital asseb has been reduced by any related unspenl debt proceeds and any

related unamortized debl isslance costs. ln additon, lhe oulslanding debt atfibuted to capilal assels does not

include accrued interest payable, non{apilal accrued liabilities, interfund loans and ohsr financial ass€ts'

Nel asseb invesled in capilal assels, net of related debt is compris€d of tle following:

Govemmontal
Ac{ivitlqi

Capilal Ass€h, Net of A.cumulated Deprecialion ........-......... .. ........ $ 33,567,881

OutstandingBalanceonRelatedDebt............................................. (5,114,000)

UnspentCapi|a|DeblProceeds............................................. ........ 344 580

TotallnvestedinCapilalAsseb,NetofRelaled0ebt.....................$28J98,4O1

. Reslrcted lvel Issels - These result when onslraints placed on nel assets use are eiher extemally imposed by

crodibrs, granto6, contributors, and he like, or imposed by law hrough constitutional povisions or enabling

legislation.

. udeslnired tlet Assets - These consist of net aslets $iich do not meei he dofinilion of he two prcceding

cateqories. unresbicled net assets ofien are designated, to indicate $ai management does not consider lhem to

be availabb for general op€rations. Uncsficled net asseb often have coistrainls on reso{rces lhat are impos€d

by manaqemenl but can be removed or modified.

When bolh resbicted and unreslricled resources are available for use, il is ho uuniclpality's policy lo use restricted

tesources first, lhen un.esticted resources as hey are needed.

B) Fund Balanca

Fund Bahnco ClBsificatlon

Fund balances for the govemmental funds are reporbd in dassificatons hat comprise a hierafdly based on lhe extent

to which lhe govemment hono6 constainls on he specifc purposes for whki amoufits in hos€ funds can b€ spent

The nonspendable classificalion contains amotlnts not in spendabie fom or legally or contacually rcquired lo be

mainlained intact. Reshicted amounts contain rcstaants on heia use extemally imposed by creditors, grantors'

conlnbutors, or laws or rcgulation of other govemmonls; or imposed by law hough constfutional provisions or

enabling legislalion. Commit€d amounts can only be used for specific purposes imposed by fomal aclion of lhe

govemments highesl level of decision-making auhority. The highest level of decision_making autDrity is he lt'iunicipal

Legislature and it takes a rcsoluton lo establish a fund balance commifnenl. Amounts intended to be used for specific

pwposes are assigned. Assignmenb sholld not cause deficib in he Unassigned Fund Balance Unassigned Fund

Balance is he residual classification for he Goneral Fund.
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2. SUi{MARY 0F SIGNIFICANT ACCOUNTING P0LICIES- co'trinuatio,,

Fund Bdanc' Flovt Assunptlo,l

Somelimes he lrunicipality willfund outays for a parliqrlar puDose from boh rostricled and unrcslicted resources

(lhe lotal commitled, assigned, and unassigned fund balance). ln ordel to calculate lie amounts to repod as reslrlcted,

commilled, assigned, and unassioned fund balance in he GFFS a fow assumpton must be made aboul lhe order in

which lhe resour@s arc considercd lo be apdied. ll is he Mlnicipality's policy lo consider rcsticled fund balance to

have be€n depleted before using any of he components or unrestrtcled fund balance. Furher, when lie componenls

of unreslicted fund balance can be used lor he same purpose, committed fund balaoce is depleled flsl, follow€d by

assigned tund balance. Unassigned tund balante is applied lasl.

Fund Balance Policy

The Municipality believes hal sound fnancial management pinciples require hat suffcient tunds be rctained by the

t{unicipality to provide a stable financial base al all limes. To relain his stable financial base, he Municipality needs

to mainlain a General Fund balance s!ffioent lo fund all cash llows of he ltunlcipality, lo provide fnancial reserves

for unantjcipated expendifures and/or revenue shorfalls ofan emetgency natule, to paol/ide funds for he disparity in

timing b€tween he colleation of property taxe€ and oher main income- The purpose of lhis policy is to speairy he size

and compositon ol he unlcipality's financial .ese es and to identify certain requirements for redenishing any fund

balance reserves utlized.

Policy @ Connifting Fun&

It is he policy of he itunicipality hat tund balance amounts will be reported as 'Committed Fund Balance' only afler

formal aclion and approval by l!,lunicipal Legislaturc. The Municipal Legislature has he auhority to separate tunds for

sp€cific purposes. Any separate fund as Committed Fund Ealance requires he adoplion of a resolution by a simple

majodty of votes. The adoplion of lhe resolulion should be canied out before June 30 of he fisaal year to implement. lf

he actual amount of lie commitnent is not ava aue lhrough June 30, he rcsolution should establish he process or

fomula required to calculate he exacl amount as soon as inlormation is availabb in lhe following fsaal year.

For example, he Municipal Legis'alure m6y approve a resolulion pior io year+nd financial stalemenls, il available, up

to a specifed dollar amounl as Committed Fund Balance for capihl projecb The exac't dollar amounl to be rcported as

Commilted Fund Balance for capital projec{s may nol be known at lhe lime of apploval due to tie annualfnancial audit

not yet being completed. This amounl can b€ detemined at a laler date shen known and approprialely reported wihin

tie year+nd financial stalements due lo he Municipal Legislature apprcving t s resolulion before year_end

It is he policy of the lilunicipality hal he Municipal Legislabre may commit tund balance for any reason $at is

consislenl wilh he definilion of Commined Fund Balance. Examples of reasons to commit fund balance would be to

display intentions lo us€ porlions of tund balance for tuture capital projects, stabilizalion tunds, or lo earmark specjal

General Fund streams unspenl at year+nd thal are inlended io be used for specifc purposes.

Aftea approval by he Municipal Legislafure, he amount repoded 6 Cotnmitbd Fund Balance cannot be reversed

witrout ut ilng he same process rcquired lo commil he tunds. Therebre, it is he policy of he unicipality hat
funds can only be removed from he Committed Fund Balance cilegory afier resolulion and approval by he Municipal

Legislature.

PoW on Assig0ing tunds

Funds thal are ir,lerded to be us€d for a specific purpos€ but have nol received lhe fomal approval aclion at he
Municipal Legislafure level may be rec.orded as Assigned Fund Balance. Likewise, rededoylng assigned resources to

an allemalive use does not rcqlke fomal aclion by he Muniaipal Legislaure. Havinq reviewed he requirements for
assigning tund balance, herefore, is tle poliq of the t uniclpality hat Mayor shall have he aulhority to assign tund

balance of lho Municipality based on lhe inlenlions of lie use of tunds by he Municipal Legislalure. ln addilion, he
Mayor c€n delegate to the Finance Dircctor or oher employee of he unicipality, tre autDrity to assign he funds.
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2. SUMMARY OF SIGNIFICAi{T ACCOUNTII{G POLICIES - conti',ation

Policy on Una$igned Aa,,enl Fund Bahnca

ll is he goal of he [unicipality lo achieve and mainlain an Unassigned General Fund Balance equal Io 15% of
budgeted expendibres. Ile Munlclpality considers a balance of less than 10% to be a cause for concem, bafiing
unusual oa deliberale circumstances, and a balance ol more han 20% as excessive. An amounl in excess of 20% is lo
be considercd for rcservalion to accumulale funding for lhe purdrase of machinery and equipment, for capihl poects,
and/or reduces lax levy requiremenls, and shall be delermined in coniunclion witr lhe annual budget process. ln the

event that lhe Unassigned General Fund Balance is less han he policy anticipates, he ilunicipality shall plan lo
ad,ust budget resources in h6 subs€quenl fiscal yealslo reslore lie balance. Approprialion ftDm Unassigned General

Fund Balance shall require he approval of lhe Municipal Legislafurc and shall be only for speqfic disbursements, such

as one-lime expendifures and c€pital assel purchases, and nol lor ongoing expendifuaes unless a viable plan

designabd to suslain lhe expendifures is simulhneously adopted.

C) Compon nb of Fund Bal.nce
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HEII]STIXIT DBI SMUCE

FUilo FlJilo

SIAIE ROADS OIHB IOTAI

IPROVE{I GOVBITETIA! G0VNXE{IIT

ft tD FIJIo8 FlJlis

ltrpoaEtdSh.l an Sihr6ts

hpwaEt ad CdEtuL. dfel!.

CqmodE PdedEqirEt

lnll.riffgllrn coEhr.ldl d FaIB

hqw€.Er aid C0shdo' d F*

s .t ,s I 3

&2ml 892m1

191,S1

3&
ru1S
18724

8W
101a

87m

1916C

158

&1$
l8r,2S

s82
10160

8i@

19t051 Eaor

9,r5
ida3

218.m

5t,3i5

7\m
21&216

37 401

av1

,,52I ,,99t

3 5r,61 3 19(65t t t1l!l I tO& 3 ,10.66 3 110.1{1

lntedund TraGaction!

lntedund transaotions arc rcflected as loans, reimbuBemenls or tEnsfers. Loans are repo.ted as receivables and payables as
appropriate and a.e subiecl lo eliminalion upon consolidaton. ReimbuG€ments ocqlr when one fund indrls a cosl, charges the

appropriate benefting fund and reduces its related cost as a reimbursement. All olher intedund lransaclions are trealed as
transfers. Transfurs belwa€n govemmental or proprielary funds are netled as part of lhe rcconcilialion to lhe govemment-wide

columnar presenlation. The Municip.lity has the following types ol transaclions among funds:

_ 1,&6 e1s7x

TqE' - 3'5,54

. trorr) (to,90a) lt1,,M'
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2, SUI'IMARY OF SlGl{lFlCAi{T ACCOUT{TING P0LICIES-ofiuaior

lntetund fnnsfe6 - Lqally requircd tansfers hat are reported wien indrned as fansfursjn by he recipient fund
and as bansfer$out by he disbursing fund, wih rc{eivables and payables presenled as amounls due to and due from
olhertunds.

lntn+nllty hansarlbns - Nvances belween funds arc also presented as amounts due Io and due from oh6r funds.
However, fiese lransfurs and reialed amounb receivables and payables are considered intemal balances and
activilies hat have been eliminated in lhe govemment'wide financial statemenh.

F. Risk Financing

The lrunicipality canies commercial insurance to cover poperty and casualty, hefl, tort claims and oher lo6ses. lnsurance
policies are negolialed by he Puedo Rico Trcasury Departnenl and cosb are allocabd among all he municipalilies of Pue(o
Rico. Also, pdncipal offcials of he lruricipality are c.overd under various sureiy bonds. Cost of insurance allocaled to lhe
Municipality and deduc{ed from he g.oss property tax colleclions by he MRCC for he year ended June 30, 2012 amounted to

approximately $433,272. The cunent inslrance policres have nol been c€ncelled ol leminated. ln addition, MRCC deducted

approximatoly $182,957 for l^/o ers @mpensalion insuran@ covering all municipal employees for tle same p€riod.

G. Ur. of ktim.tes

The preparalion of tle basic fnancial stalements in confomity tvih GMP requires management lo make estmates and

assumptions tEl aful lhe reporled amounts of asseis and liabililies and dlsclosures of conlingenl asseb and liabililies at he
date of he basic financial stalemenls and he reporled revenue and erpenses during he reporling pedod. Acfual result could

differ from lhos€ eslimales

H. Reclassifications

Vadous redassifcalions have been made in he accompanying basic fnancial shtements which afiect he comparability wilh tle
basic financial statements issued for previous fscal yea6,

l, Future Adoption ot Accourding Pronouncomen&

The Govemmental Accounling Shndards Board (GASB) is$ed lhe followjng pronouncements hat have efiective dales afler

June 30,20,l2i

GASB Slatemenl No. 60, I@ountkg and Fkancial Repo[irg for Servioe Arcess,b,l ,4rargEllr€rh. T]e objeclive of lhis

Statement is to improve financial repoding by addressing issues rdated to service concession anangemenh (SCAS), which

are a type of public.privab or public-prblic pafuelship. As used in tris Slatement an SCA is an anangement between a

fansfu'or (a govemment) and an operalor (govemmental or nongovemmenhl entity) in which (1) he transferor conveys t0

an operator lhe ight and related oblEaiion to provide seNices hrcugh he use of infrastucfurc or anoher public ass€t (a

'facilit),') in excnange for signifcant consideralion and (2) he operator colle.ls and is compensated by tues ftom third
parlies.

Tlis Statement rcquires disdosures about an SCA induding a general descriplion of he arangement and inbmalion about

he associated assels, liabililies, and def6ned iniovrs, he dghts gmnbd and retained, and guaranbes and commilments.

The requircments of t$s Slatemeni a.e efieclive for financial statements fu pe ods beginning afrer December 1 5, 201 1 (FY

2012-201 3). The provisions ol his Slatomonl generally are requked b be applied relroaclively fo( all periods presented.

GASB Stalement No. 61, fie Findhcidl Repoting A ily: Onnfbus- anendned of 6A58 Slalenerts lro. ,4 and l/0.
34. Tl1e obieclive of his Statement is to improve financial repoding for a govemmenlal financial repoding entity. Tle
requkements ol Stalement No. 14,The Financial Reponing Ent y, and he related fnancial rcpoding requircments of
Statemenl No. Y, ic Financial Sfalerrgnls-ard tknagononl's Discus$n ard Analysis-fot Stale d Local
Govemn erfs, lvere amended to better meet us€r needs and to address reportng enlity issues $at have a sen since lhe
issuance of ttose Stalemenls.
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This slatement modifies cerhin rcquirements for inclusion ol component units in he fnancial reporling entily. For

;,q;nLli;;;0,.ip;;;i;;.t;re required to be induded as componenl unils bv meetng he is'al dependencv c/iterion' a

t.i,..i.iU"*ti & burden relationstrip atso would need to be present bel'./€en he primary govemmenl and thal

",g-"n;t". 
f"ii t ; i.urded in he ;eporting enlity as a component un[ Furlher,. for organizalions hat do not meet he

fi;;cial ac.ounlability dileria for indusion aa component un* bul ha! neveffeless, should be included because lhe

;;;t g";;;;;;i(r.;"g"ment detemines hai it 'rould be misleadmg to el<clude hem' his slatement cladfes the

il"nnJ,. in nt i.t n"f O"f"-]natun shoutd b€ made and he lypes of .elationships hal generally should be mnsidered in

mal{ng he delerminalion.

This slatement also amends he criteda for reporting componeni units as if lhey were part of he pdmary govemment {hat

b, ur*oirgi ;-*Li. .ii.mstances. La$y, ;ditu;al reporting guidance is pmvided for blending a componenl unit if he

orimarv ooiemment is a buslness'tlpe activity thal uses a smgltcofumn presentation fol financial reporting This Statement

Ii* olrii* r,. 
"p"rrirs "i 

equityinteress in tegatly separaie organizalrons' ll requires a primay govemment to eport its

;;ty;.;;i; ;;;&;"nt'unit as an asset. 
-Ttre 

povisions oi tris statement are effeclrve for finandal shtemenb for

periods beginning aiter June 15, m1 3 (FY 201 92014). Ea ier application is encouraged

fte tttunicipality's financial shlements were nol affected by he implemenlalion of hese stalemenls'

GASB Slatement No. 62, Adincation ol Accofiling and Financkt Reponing Guidanc'o Contaned in Pn-Novenher 30

isii rAsB na Ncpn i+onourcements. The objfrve of his statement is lo n@rporate inlo he GAsB's auhodlalive

ti;iature certain aoornting and fnancial repo ing guidance hal is included in tle follotving pronouncements issued on or

before Novembel 30. 1989: which does not confict wilh or conlradict GASB pronouncemenb:

1.

2.

3.

Financial Accounling Slandads &ard (FASB) Statemenls and lnterpretatjons

Accounling Pdnciples Boad opinions

lcountini neseir* aurct oI he Amedcan lnslitule of Ce.lifred Public kiountants' (AICPA) Committee on

Acaountng Prccedure.

Heranafter, lhese pronouncements collecdvely arc refered to as he'FASB and AICPA ponouncemenb ' This Stalemenl

;i;;;;;;;a-{"i;.;ri i;. m, Accoaniis and Financiat Reponins ru Ptopietary F|tr,ds and.othet Gove'nnentaj

Entilies That Use Propdetary Fund Acclufltiflg, tlereby eliminating he etection pmviied in laragraph T of hat Statement

ro, 
""t"rprir" 

r,rro. ina uriiness-type activitis to appty posrNovember 30, 1989 FASB Statements €nd lnleprelations

lhat do not conflict wih or contradici 
'GASB 

pronor:ncemin'ts. The requi€ments of his stalemenl arc effeclive for financial

.aLr""[ fo, periods teginning after December 15, m11 (FY 2012-2013)' Earlier applic€lion is encouraged' The

provisions of hii Stalemenageneially are requircd to be applied relroactively for all pedods presented'

GASB Slatement No. 63, Fira nciat Repoting of Defered Arfrows of Resources, Oefezed /'flows of Rgsouri€s' alld 
'\/olposltfur. l,is Statement provides frna;cial iepoating guidance for defered outfiows ol reslurces and defened inffows ol

resources. Concepts Staienent No. 4, Elenenls ol Fnamiat Stalements, nfoduced and defned hose elements as a

*mrrp-t"" 
"f 

r"i i""i, uy he govemment hat is applicable lo a tuture reponing period, and.an @ulsiton of net assets

;i d,;;;;;""i il d 
"t;pficadb 

to a tutlre reportng period, respeclively Previous financial repo-din€ slandards do not

inctuO""guioance tot reporting tDs€ financial stalement abmenB, whch are dislinct from assets and liabili es'

Concepls Statement 4 also idenlifes net positjon as he residual of all olher elements presented in a statemenl oI financlal

msitro; This Statemenl amends he flet ass€t reporting requirements in Statemenl No' 34' 8asic Fi'a'crbl Slatemenh -
'ii" urrrs"i"ii ai"ssran ana ,nnai6rs-tor Siaie afld Local Go!€mmenls' and other prcnouncemenls by

i"-r**t"-" a"f"n"o outflows of lesouIces and defuned inffows of resources into he defnilions of he requircd

--,iii"-,ii"d"ir," "sar.i;eisure 
and oy renaming that measure as net posilion, mher than n-et assets' The provisions

oi ttis Statement are efiective for fnancial stateme;h for periods beginning afler December 15, 2011 \F\ m12'm1q.

Earlier applicalion is encouraged.

Tle Munlcipality has nol yet detemined he efiect hese slatements will have on tle unlcipality's fnancial stalements
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2. SUMIilARY OF SIGNIFICANT ACCOUMTING POLICIES - codinu'ton

GASB Statement No. 65, /trms Prcvirusly Reporfed as Assels ard Lrebiiities. This Slatemenl eslablishes accounling and

fnancial reporling standards hal redassify, as defened outfows ol resources or defun€d inio$/s of rcsourcos, cedain ilems

hal were previously reporled as assets and liabilities and rccognizes, as outflows of resources or infows oI resou.ces,

certain items lhat were previously reported as assets and liabililies

Concepts Statement No. 4, Ebnents of Financiat siatomenls, int oduced and defned the elemenls induded in fnancial

statements, including defened oumows of resources and defened inffows of rcsources. ln addilion, Concepls Slatement 4

provides lhat repodig a defened outfow of resour@s or a defened iniow of resouces should be limited to hose inshnces

idenlified by the Eoard in auhodlatle prcnouncements hal are established afler applicable due paocess. Pdor to he

issuance oit s statement, only two sudl prcnouncemenls have been issued. slatemenl\o.53, Accounling and Fkancial

Raponing tot Deimlive lngnrn:r,ns, requires he reporling ol a defened outfow of resources or a defened infow of

resourcei for Ure changes in fair value of hedging dedvalive insliumenls, and Statemen'lNo. N, Ac@unling and Financial

Repodkg fot Sovice Concession ,4nar9eme;ts, requires a defened inflow of resources lo be repoded by a transferor

govemm;nt in a qualifying seruice @ncessioa anangemenl. This Stalement amends the fnancial slatement elemenl

iassficalion of ceriain items previously @porled as assets and liabilities to be consistent wih he defnitions in Concepts

Statement 4

This Statemenl also provides olher frnancial reporling guidance rclaled to lhe impact of he frnancial slatement elements

defenrd oufows of resources and defened inliows olf iesourc€s, such as changes in he determination of the major fund

calculalions and limiting lhe use of the tem defened in fnanoal slatement Fesentatons. The provisions of lhis Slatement

arc etfectrve for fnanciat statements for pedods beginning afrer December 15, 2012 (FY 20132014) Earlier application is

encouraged.

GASBstalementNo.6,Technicat&lneclbns-2l12-ananendntolGASBSlalomentsl/o'10dhdNo'62''lhe
objectve of this Statement is to impove accounting and fnancial repoding br a govemmental financial repoding entity by

rcsolving conflicling guidan@ hat resulled from tli issuance of two pronounceflenls, stalemenls No. 54, Fund Eararce

RepoiingandGwemrcnlatFundTweDefinitions,andNo,'2'codificalbnofAc.nmtkgandFinancialRepofti\g
Guidance C4nlained in Pre+lovenb.r 30, 1989 FASB atld AICPA PtunouncP'r'fients

This Siatement amends Stalement No. 10, Ac.ourting ad Fkanfl Re.r/1ing fu Risk Fkancing and Related lnsuance

t""*i, ty ,"roring m. prorision hat lim6 tund-based reporling ol an entity's dsk frnancing aclivities to he general tund

and lhe i;bmal s€rvic€ fund type. As a tesult govemmenls should base heir decisions about fund type dassification on he

nature of he aclivity to be rciorteo, as requireo in staument 54 and shlement No. 34, Easic Financial slalenehts--and

Managemenl's D,stussi,r, ard Anai,&b-for Slaie ard L ocal Govorfilenls'

This Statemenl atso amends Stalement 62 by modifying he specfic guidance on accounling for (1) operating lease

payments that vary fiom a slraight-line basis, i2) he difierence bet\{€on he inilial investnent (purdase pdce) and tle

frincipat amount oi a purcnasod 
-loan 

ot group of loans, and (3) sewicing fees relaled lo morlgage loans lhat are sold when

ite statec service tee rate diffec siqnifdnu hom a ornenl inormal) servicing lee rale. Ihese dranges clarify how to apply

Statement No. 13, Accounting fo; Oryd;ns bases wlh Scheduied R8'll /nclgases, and result in guidance hat is

consistenl witl the rcquiremens in stitemeni trto. 48, sa bs and Phdges of Receivabbs aN Ftture Revanues d lnlr+

Enlity llansfels of Assels and Fdule R8ye,Ues, rcspeclively, T}e plovisions of this statement arc efiectve for fnancial

statomenlsforperiodsbeqinningafrelDecemberl5,20l2(FY2013.2014).Earlielapplic€lionisoncoumged,

GASBstalementNo,6T,FiflancialRepodkgforPensk)nP]afls,ThisStalementreplaceslhereq]kemenlsofStatement
No. 25, Financhl Ropofting fot Doined Be;efrl Pension Plans and /Vole Disclosues lor Defrned C-antibulbn Pl s and

stalemenl No, 50, Pension'Di' closfies_an amendfient of 6,4s8 stale,,e,ls l,Jo, 25 a,d lvo, 2l as lhey lelate to pension

plans $at are administered lhrough lrusls or similar anangements meeling cerlain cdteia. The Statement builds upon he

;xisting framework for fnancial repods of defrned benefrl pension plans, {hich includes a shlemenl of fduciary net posilion

(he a;ount held in a trusl for paiing relirement benefils) aad a stalement of changes in fiduciary nel position. Stalem€nl

No. 67 enhances note disalosures a;d RSI for boh defined benefil and dofrned conldbulion pension plans Slatement No.

67 also requires he presentalion of new information aboul annual money-weighM rabs of retum in he noles Io he

financial statements a;d in 1 0-year RSI schedules. The provisions of his Statemenl are effective for financial statements for

periods beginning afler June 15,2014 (FY 2014-2015). Eadier application is encouraged.
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SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES - comrruaton

GASB Statement No. 68, ,4c@unting and Financial Re@ing for tuns,bns. This Stalement rcplaces he requirements of
Stalemenl No. 27, Accourtirg for funsiors by Slalo and Local Govenfienld En,&yels and Slatgment No. 50, fursion
Alscbsues-an anendnant of GASB Slalernerts lvo- 25 al,d l/o. 27, as lhey lelale lo govemments Ihal provide pensions

lhrough pension plans administered as lrusls or similar anang€ments hat meel cedain crileria. Slatement No. 68 rcquires
govemments providing defned beneft pensions to recognize hek long-term obligation for pension benefits as a liability for

lhe first lime, and to more comprehensively and compaebly measure he annual @sb of pension bengfits. The Slatement

also enhances accountatility and transparencf 61ough rcvised and new nole dildosures and required supplemenlary

informaton. The provisions of his Slatemenl are efieclive for fnancial slalemenb for pedods beginning afrer June 15, 2014

(FY 2014-m1 5). Eadier applicalion is encourag€d.

The Municipality has not yel debrmined he effecl hese statemenls will have on he t uniclp.lity's fnancial statements.

CASH AXD INVESIMET{TS

Cesh in Benks

Muriclpality's cash and investrnents at June ?O, 2012 are composed of: (1) demand deposils in commercial banks, (2) demand

deposits in he Govemment Development Bank of Puedo Rico (GDB, fiscal 4enl), and (3) cash eqrivalenb in commercial banks.

Cash equivalents of M.2 million are deposits in @mmercial bank accounts and interesl bearing accounis in GDB, and arc rccorded at

cosl, whidr approximabs hir value.

Puerlo Rico laws authodze govemmenlal entrlies io invest in dircct obligations or obligalions guaranteed by lie federal govemment or

the covemmenl. Municipality is also alloBed to invest in bank acceptances, oher bank obligations and certifrcates of deposit in

financial instilulions aulhorized lo do business under lhe Iederal and Govemmenl laws.

Municipality follows lhe praclice of pooling cash. At June 30, 2012, he pool cash ac@unl in interesl beadng commercial banks

accounts hrd a balance of $1.9 million of Mid $297,140 in lhe General Fund, $258,238 in he Head Stad Fund, and $1.4 million in

Olher Govemmental Funds, all was deposiled in Populd Bank of Puerto Rico. The balance in lhe pooled cash account is alailable lo

me€t cunont operaling rcquiremenls and any unreshicled excess, if any, is genemlly deposit in aaaounls wilh commercial banks. Any

defciency in tle pooled cash account is assumed by lhe genelalfund and covercd hrough future budgelary appropdalion.

Under he laws and regulatons of lie covemment, public tunds deposiH by he l{unicipality in commercial banks must be fully

collalemlized for lhe amounts deposited in excets of he Fedeml Deposit lnsurance Comoralion (FDIC) coverag€. All seqlrities

pledged as collateral are held by agents designated by he Govemments Secrelary of he Treasury, bul not in he lrunlcipality's

name.

Cash wilh fscal agent in the debl seruice fund consisls of property lax colleclions and sales and usage laxes amounling to

$1 ,262,6?9 hat are resficbd for lhe pafnent of he l,tunicipality's debl service, as requircd by law. Cash wih Fiscal &ent in oher
govemmental tunds consist principally of g402 housand of unspent prcceeds of bonds ihat are redncled tur he acquisition,

constructon or imprcvemenl of majo, capital assets. The amounb deposil in GDB is mainlained in inleaest bearing accounls and is

not collateralized.

unicipalhy follows he provjsions of GASB Accounling Standards Codification Seclion C20, C€sh Deposil Mh Financidl lnstlLlions,

rclated ,,!ih cash deposit and interest+aming investnent conbact wih financial insttutions. Accordingly, he following is essenlial

inbrmalion about credil dsk, interest rale risk, iuslodial credit risk, and loreign exchange exposure of deposits and inveslrnents of the

Muricipality atJune 30, 2012:

C|gdit Risk

This is the risk that an issuer or oher counterparly lo an investnent will nol fulfillils obligations. AtJune 30,2012, he tlunicipality
has invested only in cash equivalents of $1.9 million consisting ol deposit in commercial bank a6ounls, yrhici are insured by he
FDIC, generally up lo a maximum of $250,000. As previously menlioned, public tunds deposiled by the Munlcipality in commercial

banks must b€ fully collateralized for the amounts deposiH in excess of he FDIC coverage. No investnents in debl of equily
secufities were made during fle FiscalYear ended June 30, 2012. Thercfore, he Lunicipalily's managemenl has conduded hat the

credit dsk related to any possible loss related to defaulls by commercial banlG on he Municipality's deposits is considersd low at
June30,2012.
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3. CASH AND lNvESTlrEt{TS - co,'r,nuadoo

CBtodial Credit Risk

This is he risk hai, in lhe event of he fail!rc of a de@siiory fnancial institulbn, tle ilunlcipality Yrill nol be able to recover ils cash

and investnenb or will not be able to reaover collaieEl sedrites liat are in he poss€ssion of an outside party. Pursuant to lhe

lnvestnenl Guidelines for lhe Govemment adopted by GoB, he unicipality may invest in obligalions of the 6ovsnment,

outilations of ne Unifoa $abs, certificates of deposit, commercial paper, banke/s acceitance' or in pools ol obligalions of he

munirlpitities or puerro nim, whici are managed bi cDB At June 30, mi 2, $e unicip.lity h-as balanc€s deposiled in commercial

banks amounting lo gi.8 miltion ,,hid are insurediy ,te FOIC up to he established limil and lhe excess are tu1y col6le6ized as

"iprri*o 
iu"*l Deposib in GDB, amounting to $i.7 miltion aie uninsured and uncolatera]ized. However, no losses rclated to

o"iiris uy cilri 
". 

o!p".ir tmns*ions have ieen ino:ned by he t unicipatiry hrough June- 30, 2012. It is managements policJ lo

onii.uinLin a"potis in t"nks affitiated to FD|C to minimize ihe cuslodial credil risk, ercept for GDB. lterefore, lhe t{unicipallty's

|11"i,ug";;nr t;conauord bat al June 30, 2012, he custodiat credit dsk asso{iated yrih he ltunicipatity's c€sh and c€sh

equivalenls is considered low.

,rtorar( R 6r Rist

Tllisisherisk$atchangesininterestmtesofdeblinl,eslheniswilladvelselyaffe.lhefairvalueofaninveslmentThe
Uunlcipatity manages iS ixpo$lre to dedines in tu1 values by: (1) not induding debt or equity investnenls in its investnents

portfofiJiiiune lO, ZO1Z, t2j lmiting he weighted average maturity of its investnents in ceftficates of deposit to periods of tiree

monhs or l€ss, and (3) k;ping moit ot is 6ants oeposits n ceftific€tes ot depo$t and in nterest bearinq accounts generaling

interest al prevaiting ;;rket iates. Therebre, at June i0, 2012, he inlerest dsk associaled wih he Municipality's cash and cash

equivalent is considercd low.

Foftign E change Rkk

Ihis is he dsk hat dranges in exc.hange rates will adveEely afiecl lhe value of an investnent or a deposit. According to lhe

aforcmentioned investmeniguidetines, adapted by he ilunicip;t y, he t unlcipalq is flevenled ftom investing in foreign sed]ntes

oi any oftrer types of inveitnenls for whidl foieign exchange ;sk exposure may be significant. Accordingly, management has

conduaed hat tire foreign exdrange risk related to tre Municipality's deposib is considercd low al June 30' 2012'

1. OUE FROM GOVERNI'EMTAL UTIITS

The due from govemmental units for lhe fscal year ended June 30, 2012 coresponds to $98'464 from Puerlo Ri@ Treasury

oepartneniroriie grristnas Bonus. The Sble Roads tmpovement Fund has a due from-P-uetu Rico Departnent of Transportalion,

roi'tre amount of $t,tzs,ooo. The oher Govemmenlat tunds amount is comprised of $75,601 lrom he Puerlo Rico oepaftnent of

lqdc.uttureforheDevetopmentoffuriculluteEnlemtisesProgram,$5O,O2ShomhePuedoRicoOfficeofPublicSafetyforhe
in;talation of secudty cameras and $3 51 5 from he Puerto Roo Police Departnent'

5. ACCOT'NTS RECEMABLE - FEOEML GRAI{TS

The due from federal grants of tle Olher Govemmenlal Funds for he fis'alyear ended Jurc30'^ml2 corcsponds to $892'79lrol

h;i;;;r;1t6"ilfi;nt aock Cranusratei irogram (SBGP) (rlrougi tr€ Omce or he Commissioner of Municipal Affai|s),

is!,sii fro; i.," Lu* Enforomenr tenorism prevoti'on progr". {0,i*gh tt" c*do nico ofrce for Public soorrity), and $214,t'49

iom the Chi6 and Adull Care Food Program {hrough he Puerto Rtco Departnent of Educalion)'

5. IMERFUND RECEIVABLE, PAYABLES AiID TRANSFERS

A. lnterlund Rac€ivable and Payable Balanc.s

Oue to/ftom Otid Funds at June 30, 2012 arc
summadzed as follolvs:

II{TERFUND INTERFUNO

RECHVAALE PAYABLE AttlOUNT

Head Sbrt C€neralFund $ 31,705

C€neralFund Sbb Roads lrprovefiEntFund 8,058

C€nemtFund Oter Fund 613,091

robt q_!5r!54
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6. INTERFUND RECEIVABLE. PAYABLES AND TRANSFERS - corinurdon

B. lntertund Transfers

Tmnsfers are indicalive of funding for capital poects or debt seruice, and subsidies ol vanous operalions'

8. DUE TO OTHER GOVERI{MENTAL UI{ITS

As of June 30, 2012, balance due to oher govemmental units ofhe GeneralFund for sorvices rendered to he Municipality, consists

of he followingl

INTERFUIID IRII{SFERS W ITH I N TTIE GOVERT{ITENTAL FU NDS

SOURCES

GeneralFund

MASFER TO AIIOI'NT PURPOSE

oebt Service Fund $ 210,876 Debt PaynEnb

1,050 Bond lssue Cosb

43,553 Ma$ingRequlerEnb
Oher Govern[Enhl Funds DebtSeNice Fund

C*neralFund Oher CiovemnEnbl Funds

Tobl

7- DEFERREO REVENUES

Govemmental funds repo{t d6fened rcwrue in connecton wili receivables for revenuss tiat ale nol cons'dered lo be available to

fiqriiit" li"Uiiiti"r of ti, curcnt pefiod. covemmental tunds also defer revenue rccognilion in conneclion wilh resour@s that have

been receiled, but nol yel eamed. At t|e end of he cilnent iscal year, he various componenls of defengd leverue and uneane<l

revenue reported in the govemmental funds werc as followsi

UNAVAILABLE UNEARNED

volufiE of8usinessTaxes $ $ 290,333

Oher GovernrEnbl Funds _ 806,517

4,843,662

98,4M
Head Sbd

lnbrgovem[Enbl

Tobl Dehred/uneamed
4,942,126 $ 1 096,850

!!bbr and Sewer Auhor y

C+neml Adrinistalon S€Nhes

RelrenEnt Sysbm Adfiinisralon

AEELA

AIIOUNT

$ 33,356

1,551

26,030

895

TohlDue b C{vernnPnblunis q--q!4
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9. CAPIIAL ASSEIS

Capilal Asseb aclivities tor the frscal year ended June 30, 201 2 was as follows:

BALA}ICE

JULY I,
20'fi INCREASES

$ 6,852,&34 $ 141,550

6,412,641i 1,399,601

13,265,480 1,541,151

13,,t83,927

1,517,09{

566,2n

2,910,211

6,4fi,n4

BALANCE

JUt{E 30,

DECREASES N12DESCRImOil

Non-Depreciable Capibl Assets:

Land

Constucljon in ProEess

Total Non-Depreciable Capid Asseb

Ibprecidle c4ital Asseb:

Buildin0s and Buiuings lmprovemenb

Equipmeit and vehhles

FumituE and Fixtrres

lleavy Equipment

Tobl Depreciable c4ilal tuseb

Less Accumulabd Deprecialion:

Buildinos ad Buildings knFovemenb

Equipmentand Vehicles

Fumrfure and Firfies

tlea/y Equipmenl

lnlr6tucbe

Tobl Accumulabd Deprcciaton

$

(5,568,251)

$ 6,994,384

2,243,996

15,568,250 9,238,380

24,898,283 n,a7,$7

(3,396,448)

(1,517,759)

(e,112\

\1,n0,442)

021,215)

c/,888,036)

24,329,501

(3,0s9,295)

(1,337,924)

(,403,685)

(1,635,M3)

(586,961)

(7,073,488)

5,686,6r/

67,359

M,n2
263,510

1,m7,906

7,319,254

(337,113)

(129,$5)

(8,427)

(31,819)

(134,314)

(814,v8)

19,170,604

1,584,453

7m,&9

3,17X,751

7,528,680

Tobl DeFeciable CapitalAsseb (Nel 17,824,795 6,504,706

CAPTTAL ASSETS, NET $ 31,090,275 S 8,04s,&57 $ is,568,251) $ 33,567,881

Deprecialron expenses were d1a(ed lo govemmental functionyprog6ms as followsl

AI{OUt{T

c€netal Govem[Enl I 138,473

Pubtbsabv 48,873

Publc !tb*s and Transporblon 350,256

Culbrc and Recreaton 252,510

Healh and !\bltue 8,146

Edu.rion 16,290

Tobl Oeprecraljon Expenses $ 814,548
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IO. GEiIERAL LONG-TERM OEBTS

A General Obligatlom Bon& and Special obllqatioG Bonds

Thepincipallonglemobligationsofheltunlcipalityalegeneralobligalionbondsandspecialobligatonbonisjssuedio
finance he consfriction and improvemens of pubtic faoliti€s and purdase of madinery and equipment. The l{uniclpality's

oblpalions loig-term debt reliremens are appioprlateO and paid 6om resources accumulated in f," gebt SeN6e Fund (See

Nole 11).

The following is a summary of general and special obligaliorr bonds of he t'unlcipality as of June 30' 2012:

Duing lhe year, he Municipaiity
received he confmalion of an

obligation granled by US Depadnent

of Agridrllu.e, Rural oevelopmenl
(RD) tor lhe amount of$199,336 of he
odginal loan of $500,000, to be used

for lhe improvement of $e Communily

Cenler ol lho lrunicipality. The
pdncipal and inlerest are Payable

semi-annually during 25 years, bul tte
lems will be delermined bY RD upon

complelion of lhe construction.

ln addition, on November 20'11, he
Municipality issued special obligation

bond of 2012 in he amount of

$210,000 tor gonelal @nslruclion
puryose. The pdncipal and interesl at

6.00% for he filst year, and 7.50% fo[

lhe rcmaining installmenls are payable

semiannually ranging from $10,000 to

$20,000 on he 1$ days of JulY and

January of each year hrough JulY

2026

tlebt Limit and Legal Debt

Rrb

5.m%

7.00%

i.50'/6

3.75%

I 87,000

625,000

m5,m
199,336

a16

2031

2031

n21

2011

2015

Tn olonligaton .nd Puno.€

G.n€lll ouigtuon 8ond. . PloP€lty Tn6.:

l4l1 000, Scis 1990 - Gdre-d cdEluclttr

$85,0m, Ssiss 2007 . GsEtrd C(rEhrlon

&55,0m, ssi!620m G$€rd Conshrctm

1500,000 sst€s m12 _ Gs€rd cdElucft.

Tobl Gdl€rd Ouigrlion Bonds

Spald Oblig.lioi 8ond. - G.n.tal Rwrnu6:

1,516,335

2016 480,0c0
$,220,m0, SEix 2i02 - tuch6e ol Eq'ixnsi

Tod sD.cH onligtlion Boid. . G$.nl R6{€nu6

S!€cl.l obligtdon Bond! . Sal.. ,rd Ule Tate3:

32.&t5.000. Sdies 2008 - G€i€rl C.lEttrclos

$10,0, Ssix 2008'Pmhas€ dEq'rpm*n

953.000. SEis Al l ' Purchao ol EQqngi

ta0,0m, Sais m12- Ggl€rd Colshrctm mb

Tobl Srsd oblitelron Bond. . Srl.. .nd u3€ T *
Iohl Sp.cid ouigalion Boid.

Tobl GH.nl .!d Spsialotligtton 8ond3

7.50% 2,A5,m0

7.gs 170,000

7.50% 112,000

6.m$bi.5ffi 210,0m

3,317,000

3,?97,0q)

I 5,313,336

tTh*e lms *llb. d.rmh.d bvthe loan g.4nor Llon conpLlhn of th' 6ElMlion &lotE

On March 9,2009, Ure commonwealh 

-

oi pr"rfo ni. 
"pir.r"t 

L.w Numbe[ 7 lhat provides for revision of lie valuaton-of propedy subject to taxation and implT-s

B. Logal
itargin

;peoj;ropitty-6;;;,tl; co.ron*"irt, 
'1," 

muni.ipality debt limits a.o 10% of valualion of prcperty subiecl to taration'

pls ftrJUJfrn,i: of ft'e sp"cial ad valorcm laxes in the Debl Seryice Flnd ln addition, betorc any new bonds are issued' tie

;;nues of he Debl Service Fund shoutd be suficient lo mver lhe projecled debt service requiremenl. Additonal legal debt

."iiin *"t o"t"rmin. fo, ne issuance of he special obligalions bonds hal are paid lhrough rclenlion made by lhe MRCC iiom

moritily advance of annual prcpeo lax and subsidy send lo he lrtunicipality

C. other Long-T.rrl oebts

bnotrhg lrdn l4RCc

on July 1, 2007, he Municlpalily entered into a repayment agreement with he GDB and,MRcc to repay he uncolectible

pop€rty tax sale authorized by tre enaaed uw t'lumiei 146. Thi original amount ol debt rs $84,14910 be paid during 25 years

plus annual interesl 0f 6.22%.

on Juty 1, 2002, he lilunicipality entered into a repayment agreement $lih $e GoB and MRCC to repay lhe uncollectible

property tax sale autDrizsd 6y u; enacled Law Number 42. The original amounl of debt is $1,049,742 to be paid dudng 30

years plus annual interest of 6.1875%.
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FOR TIIE FISCAT YEAR EIIDED JUI.IE 30, M12

10. GEI{ERAL LONG.TERiI DEBTS - coffnuarbn

on November 28, 2O01, he Municipality entered inlo a repayment agreement wih he GDB and MRCC to pay for lhe

prcporlional debl to cover he Land lnformalion Managemenl System (Ll[,lS), system eslablished by MRCC wih he capacity to

maintaining cadasler and photos of all real property of Puedo Rico. The odginal debt was $55,763 to be paid during 10 years

plus annual inlerest of 5.95%.

D.fefied Crcdi,s

This amount rcpres€nb he unpaid balance of he bond issue cost of he tolloning obligation: $2,855,000, S€ries 2t108, and

$210,000, &ries m12, bolh of spedal obligalion bonds.

Chtirfias Bohus

This amount represonls lhe eslimaled acdued Chdstnas bonus acamulaled as of June 30, 201 2 and payroll relaled benefits,

representing lhe benefil to employees to be paid during he filst 'rcek of December 2012.

Conpo,salrad Absanc4t

This amount repres€nls he estmated acdued vacaton benefrls, accrued sick teave benefts and payroll related benefrts,

rcpresenting he Municipality's commitnent to fund $6 costs ftom fufure operations.

Following are $e Oher Long-Term Debts:

BAlj'ICE
JJLY I, I{EW

mll BsuEs

$ 70,035 $

902,801

3 602

RETIREI{E'TS MI.AXCE AI'OUI{TS AIIOUI{TS

AIID JJIIE 30, IN'ET'ITHIN IX,E AFTER

AD.i,,STi#I{T M12 OIIEYEAR IIEfi YEARDESCRIPTIOII

ljt{ Nunberl4SMRCC

Las/ Nmber 42{iRCC

UMS+,IRCC

o*oEd Cedb

Chbtnas Ecrrus

co$e,s*d Ab6gres

TOTAL

7,€06

185,3

2,5/9,S1

4,O30

196,!r8 (185 3m) 1S,1}28

1,987,A3186.68 p10,561)

- $ (3,366) $ 67,319 $

(21,858) 881,m3

- (3,m)

11,665

1S,928

2,556,4U

3,366 $ 63,53

n,m 8sz,em

11,665

563,136

$ 3.750.150 S 387 016 $ 1424,7t]31 $ 3712m S 2.210817 $ 150'.556

D. Chang6s in Genetal Long-Term Dobtg

The following is a summary of changes in long-tem debts lor he year ended June 30, 2012:

BALAT{CE

JULY I,
DESCR|moN 2011

C*neral

Special

ohers Debb

TOTAL

$ 1,448,000

3,898,000

3,750,150

NEW

tssuEs

s 199,336

210,000

387,016

RETI RE ET{TS

AI{D

ADJUSTIIENI

$ (131,000)

(311,000)

1424,7931

BALAiICE

JUNE 30,

m12

$ 1,516,336

3,797,000

3,712,373

A"OIJNTS

DUE WITHIN

ONE YEAR

$ 68,000

345.000

2,210,817

AIIOUNTS

DUEAFTER

NEXI YEAR

$ 1,448,336

3,452,000

1,501,556

s q 096 150 $ 796 352 $ 1866.7931 $ 9,025,709 $ 2.623.817 $ 6.401,892
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,|0. GENERAL LONG.TERM DEBTS - coodnurlion

E. Debt Compliance

Therc ale a number of limitalions and resbictons contained in he vadous bond indentlres. The Municipallty believes it is in

compliaflce with allsignificant limilatons and rcshctons

The annual requiremenls to amortize $e generaland speaial obligalions outslanding as of June 30, 2012 are as follows:

Gfq44!{q3.id3 6pdc oul!]m 8od. od't ld+rm ohllqdo'

YEAREI{DIIIC PRII{CIPAL IIITEiESI PRIIiCIPAL II{IBESI PRINCIPA! IIITRET

JII{E'o, PAYf,ETI PAYIEIT PAYIE'I PAYIBf PAYIE{I PAYIEIII PRIIICIPAL I TMEST

7t1! $

ttl
20t5

2016

ltl

a,om I
@@

so0
50,m

@,@
,U5,m

245,@

1S,336

36,A2 3 345@ i 16,7!5 3 ZZO,817 3 $,318 3 2623,017 $ 20,375

7X1S 370,m

@3S 84,@
661m @,m
62,10 219(0

12566 Sm 1f,688 259,8

rq005 315,37

57s,&

211,661 2AG 56,6-/8 467,66 34'l'179

$q5fi D,ffi
1n,@ 312$

54,916 1gl,m7 tt12711

8068 450,256 8,784

z)1tzv2
Mlbn
nbzJl2

zt1.t$ 1.166@ 5681@ 15138 22153 1,@',13 161,20
16{s@ B,@ 51,m 3qm m76

152$1 1,@,053 {37,811

61,$5 5S,37 10r,610

. 7,9,fi6

TOtAt ! 1,5rid t li+s t 3,79r,0tr 3 1,.ql!a t xflafi I nq67 t 9,@i7A I 3'lOI'i!6

II. OEBT RETIREI{ENT

Revenues of he debt service fund consists of he ad-valorem properly taxes which are recoOnized as rcvenue when collected from

hxpayers and reported by he Municipal Revenue Collection Center of lhe Commonwealh of Puedo Rico to he l{unicipallty {See

Nole 11).

These property taxes arc accumutated by tte Munidpal Revenue Colleclron Cenler in costs oI tle general obligalions boids is$ed

by he ku;iciiality (See Nole 10). Pay;eits are de to he Govemment Development Bank oflhe ComrEnwedh of Puerto Rico

from sudr acdrmulated funds by lhe Mlnicipal Revenue Colleclion Cenler ol Puerlo Rico.

,I2. PROPERTY TAXES

The Municipality is auhorized by AclNo. 81 to impose and collecl propedy taxes from any naturalor legalperson hat, at January 1d

of eadl calenda; year: (1) is engaged in lrade or business and is he owner of personalor real property used in lrade or blsiness, or

(2)owns residental real property wih a value in excess of $15,000 (at 1957 markel price).

The I,|RCC is responsiue for he assessment of all real and personal propetty located wihin he Municipallty and for he levy,

administralion and collecljon of lhe coresponding lax contibulion.

Ihe personal prcperty tax is sef'ass€ssed by be taxpayer on a retlm' midl is to be filed and paid in tullby May 15 of e?ch year wilh

tre ttlncc ani oaseii on cur.enl values as of December 31 of prcvious year. Real propeo lax is assess€d by he MRcc on each-

piece of real estate and on eadl blitding or rcsidence. The prop€rty tax aonhbution is levied eadl year over lhe appraisod value of

ihe reat property a Ure beginning of he calendar year. The real property assessment is based on lhe curent value exisllng in the

year 1957.

41



Co xO vGALTB OF PUERTo RICo

MUI{ICIPALITY oF OROcovIs, PUERTo RICO

NOTES TO lI{E BASIC FIIIAXCNL STATEI'EIITS

FoRIHE FISCALYEAaE DED JUI{E 30, 2O,I2

PRoPERTY TAXES - corlinuation

The MRCC is responsible for he billing of real property taxes and @lleclions of boh, personal and real poperty laxes on behalf of all

he municipalilies of Pue{o Rico. Pdor to tle beginning of eaai fis.al year, he MRCC informs he unicipality of lie eslimated

amount of propedy taxes expected to be collecled for he ensuing fscal year. Throughoul he year, he MRCC advances funds to tle
*tunicipality based on he inilial eslimated collectons. The I,IRCC is requircd by law to fepare a seltemeni slalemenl on a fiscal

year basis, whereby a comparison is made between tle amounts advanced lo tle ilunicipality and amounls acfually collected from

taxpayers. Ilis seltlement has to be compleled on a prcliminary basis not later han hree monhs afler fisaal year+nd, and a final

settement made not later lhan six monhs afrer year+nd. lf he MRCC remits to he Municipality property laxes advances, which arc

bss han he tax actually collected, a receivable from 6e ltlRCC is recorded at June 30. However, if advances ex@ed the amounl

actually collecled, a borrowing from MRCC is recorded at June 30. At lhe lime of he preparalion of lhe financial stalement, lhe

difierence belween lhe advances and tie finalsetllemenl to Ule General Fund is pending of final deteminaton.

The tax rate for fiscal year 2012 is 8.53% for real propedy and 6.53% for personal property of which 1.03% of bolh are for the

redemplion of public debt issued by he Commonwealtt of Puerlo Rico and 7.50% and 5.50%, respectively, belongs lo lhe

Munlcipality. The Commonlved$ of Puerto Rico also conlnbules an annual tax rab of 0.20% of he propedy tax collected. Th€

rernaining porcentage is disbibuted as followsi (a) 6.00% and 4.00%, respectively, represents be Municlpality's basic lax rate lhal is

appopdrted for general puposes and lherefore accounted for lhrough he general fund. A porton of sudl amounl is deposiled in an

equalizalion fund logeher wih a percenlage of he nel revenues of lhe Puerlo Rico elec{ronic lottery and a subsidy f'om he
Common{ealth of Puerto Rico. The remaining portion belonging to he t{unicipality of 1.50% represenls the ad'valorem property

taxes wihheld by lhe MRcc and rcsticted for debl service, wtlidl is accounH for lhrough he debl seruice tund (See Note 12). The

Munlcipality has readled the maimum slafutory tax rate limit for the basic tax while therc is no limitaton lbr he ad-valorem lax rale.

As previously menlioned, on [,larci 9, 2009, he Commonwealh ol Puerto Rico approyes Law Number T lhat povides for revision of

he valuation of property subject to laxalion and imposes special property taxe! for he Commonwealh. The effect of lhis Law was an

increase in lhe valualion of the real p@pedies and in he exemption gEnted for lie rcsidental ljnits ocdlpied by their owners by

multiply boh amount by len. Accordingly, the residenlial unib occupied by het owners arc o(empl from real property larcs on he
first $ 15O,O0O assessed value. For suc+l exempted amounts, he Puedo Rico Seqetary of lhe Treasury assumes paymenl of lhe basic

tax b the Municipality (6 00%), except for residenlial units assessed at less han $35,000 ofi Mich a complete exemplion is granted'

As part of Law No. 83 of August 30, 1991 , as amended, he exempt amounl lo be paid by he Puerto Rico Secrelary of lhe Treasury

to 6e Municipality was frozen as of January 1, 1992. The Municipal Revenue Colleclion Center, instead of he property taQayer,

becomes the soutae of paym€nt in lhese cases,

ln addition, be law granis a complele exemplion from personal properiy taxes up to an assessmenl valLle of $50,000 to aetailers with

an annual net sales volume of less han $15O,OOO. Tle MRCC advances to he Municipality, on monhly payments, 100% of he
conlribulion assessed over prcperty for each iscal year. ln accordance to Law, hese advances will be contibutions by the MRCC

iom taxpayers. The MRCC periodically infoms to he Munlcipality he amounls colle.ted from taQaye6 and applied lo oubtanding

advan@s.

The Municipallty records as revenue in he general fund he propedy tax aonfibution when received from monthly advances ftom

MRCC. Dusto fle fact hat collections ol property tax are applied to he advances of propedy tax paid by he MRCC, lie amorlizalion

o{ tie advance at end of year was nol avaihble due io tlat is in process of vedfcaton by exbmal auditors.

VOLUME OF BUSINESS TAXES

The volume of business laxes is levied each year based on tie prior yeais gross rcvenues for all commerqal and industial

oeanizatons doing business in lhe Municipaliiy and wiich are nol tolally or partially exempt from his tax under he lndustrral

ln&nlives Acls of tre Commonweallh of Puedo Rico. This is a self-ass€ssed lax based on lhe business volume in gross sales as

shown in the tax rclum hal is due five wofting days afler Apdl i5 of eadr year. Entites wilh sales volume of $3.0 million or more

must include audited linancial statements logeher wih the tar rcfum. During the fscal year ended June 30, 2012, he tax lales were

as follows:

a. 1 .50% for financial inslifutions and savings and loan associations.

b. 0.40% for all olier organizalions.
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13. VOLU E OF BUSINESS Tr0GS - coilinudon

Taxes arc payable in two equal semi'annual installmenh on July 1 and Januaryf following tle date of levy' lf hey are paid nitl

oecraiarion'o,i or uero,e tre due date, he ta4ayer isgranted a 5% ol discount. Tho volume of_business tax receivable represents

neo tax retums ttrat uere uncollected as of Ju;; 30, 2112. Colections ol taxes dunng cudent fislal yoar ofiesponding of-he ta(

rettlmbaseoontreprioryea,grosssat"sareappticabtetohenextfscalyeffandrecord€da!deferedrevenuesinhe6eneral
Fund

14. SALES AND USAGE TAXES

t{unlcipality imposes a Sales and Usaqe Taxos of l 5% (l .O% collected and belong to he Municipality and 0 5% collected by he

ir"rio-.ific()' S"lr"tury 
"f 

Ue treasury] or he sales price of a taxabte item or on he purciase pice of all us6ge, stomge or

consumption ot a taxa'ute item. All medtants requircd lo collect t|e sales"nd usage Taxes,.aae required to file a monhly sales and

U."g" iax i"trn for., no lator han fle ioh of he folowing monh ftom tD honh being repoded. The Act also provides for

reidaions on tre uso ot itre resources (induding he 0.5% colleded by he Puorto Rico S€.retary of Treasury) to be invested in solid

waste and recyding programs, capital imprcvements and healh and public safety costs'

The amount collect€d by tle Puerto Rico Secretary of Treasury will be deposited in accounb or spe'jal tunds in GDB' subjec{ to

rcstaictons imposed and dislribuled as followsl

a. 0.2% will be deposited in a 'Municipal Developmenl Fund'to finance cosls as reslficted by he Act:

b. 0.2% uill be deposited in a "Municipat Red€mplion Fund'lo fnance loans Io municipatilies subject to rcsticlions imposed

bY tlo Acl; and

c. O.'!% will be deposited in a"Municipal lmprovement Fund'to finance capital imprcvemont pojects' These tunds will be

distibuted based on legislalion from 0le Commonwealtl's Legislafure'

sales and usage Taxes receivable represents fil€d sales tax refums $at w€re collected subs€quent to June 30, 201 2, bul perlaining

to the drnent year pedod.

15. cot{srRucllol{ ExclsE TAxEs

lituniclpality imposes and collecls municipal construclion excis€ taxes lo most nafural and legal peFons hat carry o{t aclivities

related lo conshuclion, expansion, maiot repai6, relocalions, alleralions and oher types of pemanont impovements lo residenlial'

commercid and induslial buildings, and any sfucturos wihin tle tenibdal ar6a of he Municipality. The lax is also applicable to

infrastucfure proiects, he installation of macirinery, equipment and fxfures, and oher lypes of coistudion'related aclivilies.

The conshlclion excise lax generally is a self-ass€ssed iax imposed oler lhe cost of the proiect net of certain exempllons such as

he coas associated wib tr-e acqui;iton of land, exisling bu1d6gs and improvements, p4ecl design and oher engineering fees,

ticenses and pemits, consulting and legal tues. The tax ; paid bihe bxpayet beforc he beginnin' of tE construc{ion ptoiect. The

aclivilies coveE by tlis tar and he exemption g6nled are as follorvs:

a. All constu6lion \lvill pay 3% of constlclful excise taxes

b. All construclion projects canied olt by slah, fuderal and municipal govemmenls {ill pay 4% of constuction excise hxes.

c. All constaucton prciecls cafiied out by not-for-prcfit organizalion educ€lional instfulions have full exemplion l0 he

@nsfudion exos€ laxes.

18. INTERGOVERN*IET{TAL REVENUES

lntergovemmental rcvenues consist primadly of funds rcceived from the Commonlveallh of Puerlo Rico, 'in lieu of tax' payments from

he buasi-public CorForation, Puedo Rico Eleclric Power Authority, and fuderal fnancial .ssislance received from federal

govemmenl.

Grants and subsidies rcceived liom ho Commonwealli of Puerto Rico and federal agencies indude, among ohe6, a Oeneral

subsidy for urban developmenl and capital impovemenls. lnlergovemmental rcvenuos are accounted for hrough he General Fund

exceDt for those direcdy relaled to urban development and capital impovements, whidr arc accounted br hlough he Special

Revenue and tle Capital Project Funds. Federal Financial Assislance is reco.ded in he Special Revenue Fund.
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17. PENSON PLA}I

D.sctiptldl of th. Plen

Employees of he tttunlcipality parlicjpale in he Employee's Retiremeni System of lhe Govemmenl of Puerto Rico and its

lnsfu;entatilies (ERS). Th; ER'S is cost-sha ng mullipleemployer defned b€neft pension plan sponso{ed by he Golemmenl under

tre Acl No. 44i, appoved on May 15, tssi, aa amenied. ERs covers all rcgular employees of he &vemment and its

insbumentalitjesandofcertainmunicipa|illesandcomponentsunitsnotcoveredbytteirownreliremenlsyste'ns,

Participalion is mandalory excepl for membeG of he Legislaturc, Govemment secretades, Head of &encies and Public

lnsbumentalities, Assistants to the Govemor, the Comptroller oihe Puerto Rico, Gubemaloaial Boad and Commitlee appoinlees and

ixperimental Service Station employees. ERS provides retremenl, death and disabrlity benefits. Disabilily relirement benefts are

av;ibble lo members for occupaional and nomccopational disat'ilities. Retirement benefts depend upon age at relirement and

number of yeals of credited seNice. Benefts vest afier len years ol plan parlicipation.

Members wio have allained al least 55 yeals of age and have compleled at leasl 25 yeats of qeditable service or membe6 who

have attained al least 58 yearc of age a;d have completed at least 10 years of creditable seNico are entted to an annual benefit,

payable monf y br life. The amounaof he annuity shall be 1 5% of tle avemge salary, as defn€d, multiplied by he number of years

;f creditable service up to 20 years, plus 2% of $e average salary, as defined, multjplied by tle number of years of s€ditable seNice

in excess of 20 years. ln no cise will he annuity be less han $200 per monh.

padicjpanis wlto have cofitpleied at least 30 years of creditable service arc entited to rc.eive he Meril Annuity. Participants who

have ;ol alt€ined 55 years ol age will receive up lo a maximum of 65% of the avetage salary, as defned, or if hey have atlained 55

yea6 of aq€ will receive up to; maximum of 75% of he avemge salary, as defned. Disability-retiremenl benefils arc available to

members fir occupalional disabilily up lo a maximum benefil of 50% of tle average salary, as defned. However, for non'ocaupational

disability, a member must have at leasl I 0 years ol creditable s€rvices.

The conlribulion requkements for boh employees and employers are eslablished by law and arc not acfua ally detemined.

Employees are requiied io contibute 5.?75% foi he frlst $550 of mont y salary plus 8.275% for he excess of this amounl, or on the

aftemrive, 8.2759i ol their monlhly gross satary. The unicipality is required by Act No. 447 lo contibute 9.275% of ils employees'

gross salaries-

Act No. 1 of 1990 made cerlain amendmenls applicable to new partcipants joining fie ERS effeclive April 1, 1990. These changes

consist principally of the establishment of contributions al 8.275% of hek monhly gross salary, an indease in he rcliremenl age to

65, a decrease i tie annuity benefit lo 1 .5% of he average salary, as defined, for all years of deditable seruices, a decrease in the

maximum disability, and de;h b€nefrts annuilies from 50% to 40% of averaqe salary, as defned, and he eliminalion of lhe l\,ledt

Annuity for parlicipanls who have completed 30 years of crcdilable services.

Law Number 3OS was enacted on September 24, 1999, amended he Act Number 447 br he puDose ofeshblishing a new program

(System 2000). Syslem 2OOO be.ame effectjve on January 1, 2000. Employees padjcipaling in lhe drrent system (ERS) as of

b;cemUer gt, 1999, may elect eiber to siay in he defined-beneft plan or lransfer lo lhe new program. Persons ioining the

govemment on or afrer January 1 , 2000, will only be allowed to become membeG of System 2000.

System 2O0O is a hybdd defned contibllion plan, also known as a cash balance plan. Under lhis new plan $erc will be a pool of

pension ass€ts, whidl will be invesled by he System, togelher wilh lhose of he drent defined-beneft plan. Beneits at relilement

age will not be guaranteed by lhe Govemment. The annuily ull be based on a formula which assumes hal eadl year lie employees'

;nbibution (wifi a minimurnof8.275% up to a maximum of 10%) of heir monhly salary, and willbe invosted in an a€.ount which will

eilhei (a) eam a fxed rate based on he two-year Constant Mafurity Treasury Note ot, (b) eam a rate equal to 75% of he refum of

lhe Syslem's invesbnenl podfolio (nel of management fees), or (c) eam a combinalion of both allomatves. Participanls cceive
periodic acaount statemenls similar lo those of defined confibulion plans showing their accrued balances. Disability pensions a[e not

being granted under System moo. The employels' contibutions (9-275% of &e employees' salary) will b€ used lo tund lhe cunenl
plan.

lf al tme of retirement accumulated b€nefils amount io $10,000 or less may elect to rcceile a lump sum distibulion up to he
acflmulated benefb. lJnder lhe new program lhe retirement age is Educed fiom 65 lo 60 for thos€ employees who ioined he
cunsnl plan on or afler April 1 , 1990.



COf,XOIIWEALIH OF PUERTO RICO

liluilrcrpALfi oF ORocovrs, PuERro Rlco

I{oIEs TO THE BASIC FII.ANCIA. STAIE}IEI{TS

FoR IHE FTSCAT YEAN EtloED JUilE 30, 2012

17. PE SION PLAN - contruatir

Fundtng Policy

Theauhodtyunder[lt*,lhefundingpolicyandheobligalionstocontibutetotleERSandsystem2tl00bytledans,membe6,
employers a;d oher conlibuling enliies (slate of municipat contribulions), are established or may be amended by lau

Contibuton requircments are established by law and are as irlows:

lrunicipality
Employeesl

Hired on or befo{e Mar6i 31, 1990

Hired on or after Apt 1 , 1990

9.275% of goss salary

5.775% of gross salary up lo $6,600

8.275% of gross salary over $6,600

8.275% of gross salary

Annual Co,ttibuto/l

the lilunicipality's contribulions during hose yea6 are recognized as total pension expendifureslexpenses in he category of

administration as follow:

These amounts represented $e 100% of he required confibution for tle conesponding year. Additionally, changes made in he

types and amounts of benefrts offercd by special laws and costs of living adjustnenh, led to a on+time recommended mnldbuton to

fund he relroaclive adjuslrnent rclated lo lhe dlanges.

The Emptoyee's Relircment System of he Govemmenl of Puerto Rico provides additional inbfinalion of he ERS and System a)00.

They issue a publidy available finanajal rcport fiat includes financral stalements and rcquircd supplementary infornalion for ERS, as

a component unit oitie Govemment. Thal reporl may be obhined by wriling to lho AdminisLation al PO Box 4m03, lttinillas Stalion,

San Juan, PR 009+G2003.

.I8, CONTINGENCIES

A. Claims and Judgm.nt8

The itunicipality is, at present, a defendant in a number of legal malteG hal arise lrom alleged imprope. applicalion of policies

and negtig;ce in he ordinary couGe ol tle Municipality's aclivilies. The legal counsel of he l{unicipality has advised $at at

his slage in he prcceedings of lawsuits he cannot ofier an opinion as to he pmbable outcome.

B. FederalGrant3

ln he normal coulse of operatons, the lrunicipality receives gmnts from vadous Federal and State agenaies The grant

programs are subject lo audit by agents of he granting auhority, lhe purpos€ of wiidr is lo ensure compliance wili conditions

pre;edent to he granling of funds. Any liability lor reimbuIs€ment wiich may arise as he resull of lhese audils is not believed to

b€ material.

t9. co MtrMEtlTS

A" Oparating Loases

The Municipality leas€s real prcpedy, buildings, and equipmenl under various operaling lease agrcemenls, which generally

havo terms of one year or less and are automatic€lly renewed lor tie same tem. Renlal expendifures/expenses rocorded in lie
geneml tund for lhe year ended Jlne 30, 2012, amounled to appronmately 9355,174. Managemenl believes hat he summary

of he fufure minimum rental cornmibnents under noncancelable real property and equipment lease wih tems exceeding one

year is nol materialto lhe basic financial statemenls laken as a whole.
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lluNrcrpAlny oF ORoco,rs, PuEmo Rlco

NoTEs TO THE BASE FINAXCNL STATEilEITS

FoR IHE FISCAL YEAR EI.IDED JUXE 30, 2012

20.

19. CO ffItlEt{TS - @'ninuttlon

B. Comtruciion

The Municipality had encumbmnces al June 30, 2012 for tle consfucton, improvemenls, or renovalion of sevelal municlpal

facilites in he following tunds:

END OF NOTES

ln!.deM6 b n€ cdrrity c4br

R&r6E of St66 ad ols lrgolgB5

R.porbd yliihin Fund Brlance Ch..lfictlion

20C{0 R6ri*dbCare Onay - Pu(ne ol EqursBl

tl 375 cm*d b ls* cis6a
70,000 cm*db nplove6l ad cmsludo oi Fadles

3,5€8,596 Rasrtld b lnp.oveMiol sle6 td sil*a*s

3m,665 R65tiH b nyovstlitand constudqr ol Fdes
24000 R6{Eld b ldprd@nl an cdstuchn ol Fa.l6s

1904616 R*rlrdbrnD.wom dsteb and sil4a13

ssD Ro* hDrov4il Fund $

$

C. Olh.r Commitments

At June 30, 2012, he oher govemmenial tund had a deficit of $370,904. Ihe deficits result from he acdual of expenditures

wihoul ac€ruing intergovem-mental revenues for reimbursement of expenditlres. As rcquked by olrent slandads, lhe

Municipality r;Drded-intergovemmental revenues for reimhrFement-based (expendifureiriven) granls on GFFS when all

applicahe e]igibilily requirem;nis have been mel and he resources arc available. Any amount not covered by lhe conesponding

award will be co\rered wih fufure budgelary appropiations of he general fund, if necessary.

FUI{D BALANCES RESTATEI{EI{IS

I1e following reconciles he June 30, 2011 Fund Balance, as previously reported lo Beginning Fund Balance, as restated, July 1,

2011 for he vadous funds:

STATEROADS OTHR

GE.IERAJ. IIPROVSE{T @VBTI E{TAL

FUND FUI{D FUI{OS

Fund Bdarce 6 Prsvils|y Rep(rtd,

AtJule30.2011

Reclassii.alfi d Frt Edat€s
Redaritoatioo d Mrr F[ts

B.glnning Fund BJace c R€d*4
Al,liy t, n1t

518,$4 $

(536,1
40 310

1,351,080

536,202

({0,310)

I (17,&) lo,310 I 1,E16,9n

2t. SUBSEOUENT EVEI{T

Ot August 2i, 2012, he ltunicipatity oblained he approval tor he issuance of hree bondst a_special obligalion bond, Sedes of

2013 iihe amount ol9660,000, anosrer special obligation bond, S€ies of 2013 in he amounl of $295,00{, and a general obligalion

bond, Series of m13 in lhe amount of $2i5,000. AI hree bonds are lor general constructon and bond issue co6ts; principal and

variable inlerest at 6%, payable semlannually on he 1 st day of January and July ol eadl year hrcugh 2019'

Municjpalily has evaluated subsequenl events lirough Janoary 23, 201 2, fie date which he fnancial statemenis werc available lo be

issued. Except for he $lbsequeni events menlioned above, no addilional events werc identilied hal siould be disclosed or adjusted

in tie Financial Slatements or its Noles.
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COXf,OXIIEIJ.TH OT PUER]O FTCO

Mur,ltctPALnY oF ORocovrs, PuERro Rlco

REoUIRED SUPPLE EIIARY II{FORflANO

BUDGETARY co pARtsot{ SCHEDULE - GEIIERAL FuxD

FOR IHE FIS6AI. YEAR EXOED JUNE 30' 20,I2

Budg€t AnDUntr

Oiginal

a (76,663)

368,700

331,000

2m,1N
8,412,677

1r,0m
11,2m

244,800 7S3,093

(BudgelaryBa3El Vadancowith

lS€€ ot€.1rnd 2) FlnalBudg€l

i (76,663) $ (76,563)

Final

BUDGEIIRY FUND BALA}ICE (DEFICIT),

AS RESTATED, JU LY 1, 201 I

Vofurc ol Susiess Ta(es

Sales and ljsa0s Taes
lnbrgovernrEntsl Revsnues

Constuc{on Excise Taxes

Rsnl

Total Relourc* (lnf loua)

Anbunts Avaihble br Appropriabn

Charges b &proprialions (Oufows):

I'rayor and M u niipal Leg islatrre

Gensral GovemnEnl

Public Sably

Cufure and Ro(,eabn
Hoalh and Sanilalon

Solil \,!bsb Disposal

HunEn Services and l blbte
Public lnstudon

CapiblOiays
Trans€ls b Oher Funds

Tobl Charges b Apprcpriabns

BUDGEIARY FUTID BALAI{CE (DEFICIT), JUNE 30, 2OI2

968,700

361,601

343,789

I540,236
425,N2

22,626

11,415,217

929,343

3,868,826

5s8,587

3,314,343

626,542

572,089

170,000

233,420

745,363

121,630

275,104

968,7m
330,994

352,171

8,588,845

416,957

33,851

819,097

(30,607)

8,382

48 609

18,245)
11,225

66,804

10,309,477

10,232,814

662,508

4,166,295

768,843

1,953,793

6r,6m
508,&36

190,m0

185,325

800,0m
130,293

96168

15,205

9,653

7,U8
6,624

3,361

13,154

9.084

n;
20,675

t0 309 477 11415.211 11,329.971 85 276

I l?6.66:l) 3 176.663) I ',10a,781 I 181,4'.t4

't1,5t1,4i5

11,4U,752

914,138

3,859,173

551,239

3,n7,719
623,181

558,935

170,0m

224,3fi
745,363

121,4*
254,4n

See ac.orpanyirg Nrre. lo ReqLiEd SuppEr4B'y lnlonutor
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CosrolrtEArTH ot tuERTo Rlco

MUNICIPALIIY OF OROCOVIS, PUERIO RICO

I{oTEs TO REOUIRED SUPPI.EIIEI{IARY I}IFOR ATOI{

BUDGETARY COXPARISOII SCHEOULE - GEXERAL FUI{D

FOR ]HE FISCAT YEAR EI.IOED JUIIE 30, M12

1 L Budgelrry Repodng

The Budgetary Comparison S.hedute - Gere€t Fund is prcaented as Requircd Supplementary.lnfdmalion in accoldance wilh GASB

tumunriig SianOard C.dinc"rion Seclion 1700, Ine Eudgel an d Br/{letaty Acqouding. Fc,Ii|al and legal budgelary codrol is b*ed

upon major dasses of expenditures known as funclions

2. E4lanation of Difftrcnc.. BctEen Budg.trry lnflos .nd Oufro€ .nd GAAP Rovenue6 and ErQendlturel

GanelalFuad

sourc.3llnf, os ol Reaourc63:

Ictral funounh (Budgebry gasis) 'Isailable br &poprieton'fiom he

BudgebryCompadson Schedule (S€e Page48) $ 11AU152

DilhGnce - Budgetb GAAP:

GASB 5,1 Reclasificaton of Rewnue 11'224

The Fund Ealance (Defci0 at$e Beginning olYear is a budget y esource but is not a

Cumnl-Ys Re\enuefotfnancial repotlingpurposes

Tobl Re\Enues as Reporbd on h6 Sabment of GolBmmenbl Funds ReEnues,

kpendituEs and Changes in Fund Bdance (Seo Page 19)

Urerfi)ufr oB of R*ource!:

lctual Anounb (Budgebry Easis) 'Tobl Charges b &popialion'fIDm fie

BudoebryCompaison Schedule (S€e Page 48)

Difforence - Budgetb GAAP:

Non budgebry expenditues (e&enditnes reclasifrcalion G,aSB 54)

Encumbrances br supplies and equipment oldered bul not recelrEd are reporbd

in he )eer fie oder is placed for budgebryDponing puryoses

Payrnenb of encumbrances of prior lleer hal aD expenditirss hr fnarial reportno

purposes but arc not ou$ows br budgelaly puDoses

T ransbB b otErfunds ale oufo$s ol fudgebry IesDUrc$ but a,e not

exp.nditures br financial repoiing puposes

T otal kpendifures 6 RepoGd on tte Sbbmefll oI Gotemmenbl Funds Re\€nues,

E$endit res and Changes in Fund Balance (Se€ Page 19) $ 10,883,451

EiID OF THIS SECTION

76,663

$ 11,522,639

$ 11,329,971

1303

(567,940)

374,54$

1254A2sl
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
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CofxolwEALrH oF PUERTo Rtco

uNrcrpAlny oF ORocovts, PUERTo Rrco

SuPPLEf, EilTARY IilFORIIATIOiI REOUIRED BY

U.S. DEPARI ETT OF HOUSI}IG AXD IJRBAX DEVELOPilEI{T

Frl{AxclAL DAT ScHE0ut-E - SEcrlot{ 8 Housltlc
CHolcE VoUCHERS - BALAICE SHEET

JuxE30,20l2

ASSETS:

Cunent Assets:

Cash

Noncunent Asseb:

Fumiture, Equipment and lt achinery, Net of Accumulated Deprcciation

Total Assets

LIABILITIES AND iIET ASSETS:

Liabilities:

Curent Liabilities:

Accounb Payable

Net Assets:

lnvesH in Capital Assets
Restdcted Net Asseb

Net Assets

Total Liabilitles and t{e{ Ass€ts

$ 31,369
100.460

$ 106,442

31.369

$1117311

$ 5,982

131.829

i 137.811

se ahrpanyng Noies io Financlal oala Scnedute
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CO oI*EATTH oF PUERTo RIco
MulrctpAlrly oF ORocovrs, PUERTo Rtco

SUPPLETETTARY ItTFoR AToil REoUIRED BY

U.S. DEPARTflEIIT oF HoUSII{G Axo URBA DEYELoPTEIT

FrMlrchl. DATA ScHEDt LE - SEcTtox 8 Houstlrc
CHorcE VoucHERs - lilcorE SrATEtttEr{r

FoR IHE FISCAI YEAR EIOEo JUIE 30, 2012

REVENUES:

HUD PHA Operatjng Grants

Other Revenue

Total Reverue6

EXPENSES:

Salaries
Offce Mabrials
Housing Assistance Paymenb
HAP Portability-ln
Deprcciation

Total Expens6

Excess ot Revenues Over (Unde4 Expenses

Net Change ln Net Assets:

Beginning Net Assets

Excess of Revenues over (Under) Expenses

Ending t'let Assets

$ 22,316

2,889
221,244

2,070
2.045

$ 251,426

2.379

253.805

250,554

$___12t1

$ 128,588

3.241

uu.E29

Se ac.orpany rc Noles lo Financial Dab SctEdub
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Couot{wEArni oF t uERTo Rtco
Muxrcrpa-ry oF ORocovts, PUERTo Rtco

SUPPLEIEIfARY IilFOR ATIoII RE0JIRED BY

U.S. DEPART EII OF HOI,'SIIIG AIID URBAI{ DEVELOPTEIIT

NoTEs Io FIIIAICIAL DATA SCHEOULE -
SECTIO S HOUS G CHoEE VoucHERs

FoR rHE FrScAr YEAR EIDED JulE 30, 2012

'1. BASIS OF PRESENTATION

The accompanying Financial Data Schedule (FDS) includes be Section 8 Housing Choice VoucheE federal
progr6m activitjes of the Municlpality of orocovis, Puerto Rico ( unicipality). The inlormation in fie FDS is
presented in accordance wih tre rcquircmenb ot HUD'i Unilom Financial Reponing Staldards fu HUD
Hous,irg Programs. Becaus€ he FDS presenb only a selected portion ol the operations ot ilunicipality, it is not
intended to and does not present the finarrcial position, or change in net 6seb of the Municipality.

Therefore, some amou0ts pr€s€nted in fiis Schedule may difler from amounts prcsenled in, or used in the
pEparation ol tlE basic linancial statemenb. The Municipality reporting entity is defned in Note (1) (A)to the
basic fi nancial statements.

SUMi'IARY OF SlGNlFlCAliT ACCOUNTING POLICIES

Asseb, Liabilities, Net Assets, Revenues and Exper6es cported on the FDS, are reporbd on the tull accrual
basis of accounting. They are rccognized following tll€ HUD'! Unilom FinaBid Reponing St dads for HUD
Housing Pr9grans.

RELATIONSHIP TO BASIC FINANCIAL STATEMEI,ITS

Assets, Liabilities and Net Assets are prcsented in the Munlcipallty's Stabment of Net Assets. Revenues and
Expenses arc Iepoded in the Statement of Activities.

EIID OF NOTES
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PART II

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND REPORTS REQUIRED BY GOVERNi'ENT AUDITING

STANDARDS AiID OMB CIRCULAR A.13i'
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CoIIoMYEALTH oF fuERTo RIco
lluxrctpAlny oF ORocovts, puERro Rtco

SCHEDULE oF ExpEilD[uREs oF FEDEML AwaRDs
FoR THE FIscA]. YEAR Eilo€o JuxE 30, 2OI2

FEDEML GRqMToR / Pass THRoucH ENT IY lD{nr FyNo

NTT BER
GMNToR / PRoGRAM oR CLUSTER IILE

CFOA

ExPENDtTUFTS

lJ.S Depainrent ol Agriortlure:

Communily Facilibes Loans and Granls.

Pass-Though PU€.to Rico Department ot Educaih:

CniU and Adult Care F6d Progfth ... . ... ... ... ... . .. ... .... .

Total U. S DepanmentolAgicr.rhure........ . ........... ...

U.S Deparlrnent ol Housing and Urban Devetopment:

S€clion I Housing Choice Vouche6

Pass-Thmugh Slate - Office o1 lhe Commissioner of
MunhpalAffairs:

Community oevelopment Btock Grarstatar prcgram (SBGP)
and Non Entillemenls GGnls in Hawai (slated
Adminislered Small Cities Prog6m)

Pass.Through Puerto Rico Deparlmenl of Family:

lR&{ - Hondessne6s Preventim and Rapid R*Ho{rsing
ProEam. .........

TolalU.S. Deparlmenl of Housing and Urban Devetopnent ...

U. S. Deparhrert of Energy:

Pass-Though Puerto Rico Eneqy Altai6 Adminhtraton

IRR,/I - Energy Effcjencf and Conservaton Btoc* cranl
Prog@n (EECBG)

lJ.S. Depanmenl of Health and Human Servicas:

PaseThrcugh Administration forlhe Childtrmd Care
and lnlegral Developmenll

Head $an Pogram .. .. ...

U,S. Depanm€$t ot Homeland Secur8:

Pas'Throlrgh Puerto Rico Offce for Pubtjc Seqrdly:

Dsaler Grants - Puuic Assistance ....._.. ___..

Hornelerd S€cl]ity Grant Prog€

Tolal lJ. s. Depariment ot t-iomeland seciity ... .. .. .

fOIAL EXPETDM,'RES OF FEDEMI. AWARDS

14871

14.228

14257 2m9-508DC72001

81.128 EEIA.FOA{013A

93 600 02 cH-9944/06A0

10.766

10.558 ccc-252

I 199.X15

704.029

903.3d{

279.863

1113.618

136.879

124.560

6.988.285

97.036

97.067

1,294,301

58.558

110.80.12E

Se ac.orp.nying llotes lo S.hedute ot Exp€ndituEs ot FedeEt A*ads.
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Co ilo WEALTH oF puE8ro Rco
MuNrcPALny OF OROCOV|S, PUERTO R|CO

].IoTEs TO SCHEDULE oF E{PEiIotTUREs oF FEDEMI. AwARDs
FOR THE FIS0AI YEAR EIDED JUIIE 30, 2OI2

1. EASIS OF PRESEMA]ION

Ile a.iompanying s.hedule of Expenditures of Federat Awards (he schedule) indudes tle tuderatgrant activil,es ot rhe
iiunicipallty of o.oco{is, Puedo Rico (Munlcipatity). The inlormation in fiis sciodul€ is prcsenE; in accordance with
he requiremenls of office of Management and Budget (O[,lB) Cirqltar 4-138, Audits of sldes, Local Goveni:rj s, and

^bn'Profit 
organizariohs. g.,.?'use lhe sdledure pres€nrs onry a seJected poflion or he operations of ltunlclparity, it is not

intonded lo and does not present he financial posilion, or change in net asseb of fle Mu;icipality.

Therchre, some amounls prcsented in $is Sdedule may differ from amouts presenled in, or used in he preparation of,
helaslc fnancial slatements. The itunicipatity reporling €ntity is defined in Note {1) (A) lo he basic fnanciat stalements.
All fuderalfnancial awards recoived direc y from fedeaal agency as well as fuderaifinancial awards passed-lhrcuqh olher
govemment agencies are induded on he Sciedule.

SUMIARY OF SIGNIFICATIT ACCOUi'TING POLICIES

A. Expenditures reported on he &hedule are rcpoded on he modifed accrual basis of accounting. Such expenditures
are recognized following he cost pdnciptes conhined in oMB Cirorlar A-87, Cost hincipbs fu State and L@al
Goyemrert wherein cedain types of e&endifures are not allowable or are limiled as to reimbulsemenl.

B. Negalive amounls, if any, shown on tle Schedule represeni adjusfnents or credits made in lhe nomal cou6e of
business lo amounts reMed as expendifures in prior years.

C. Pasr-hrough entity identifying numbers are presented where avajlable.

FEOERAL CFDA NUI'BER

Tle CFDA numbers included in his Schedule are detemined based on Ule prcgram name, review of granl conhacl
infomalion and lhe Off@ of Management and Budgel,s Calalogue of Federal Domeslic Assistance.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Expendifurcs of federal awards aae repoded in he Municipelity,s Statemeni of Revenu€s, Expendifures and Changes in
Fund Balances - Govemmentat Fund as follo$/s: Head Shrt Fund - $6,988,285 and Oher Go\€mmental Funds
$3,911.143.

END OF NOTES
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INDEPEIiIDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING ANO ON
COiIPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS
PERFORMED IN ACCORDAIICE WTH GOVER'VI'E'{T AUDIIING STANDARDS

To the Honorable Mayor and
Members of the Municipal Legislature

Municipality of Orocovis, Puerto Rico

We have audited the fnancial statements of the Municipality ol Orocoyis, puerto Rico (Municipality), as of and
for lhe fs€l year ended June 30, 2012, and have issued our report thereon dated January 23, 2013. We conducted
our audit in accordance with auditing standards generally a@epted in the United States of Amefica and the
standards applicable to inancial audits contained in Govemmert Auditing staldards, issued by the comptro er
General of the United Shtes.

lntemal Control over Financial Reporting

Management ol the Municipality is responsible for establishing and maintaining effective intemal control over
fnancial reporting. ln planning and performing our audit, we considered the Municipality,s intemal contol over
linancial reporting as a basis for designing our auditing procedures for purpose of expressing our opinions on the
financial statements, but not for the pupose of expressing an opinion on the effectiveness of Municipality's intemal
control over fnancial reportiog. Accordingly, we do not express an opinion on the effectiveness of $e Municipality's
intemal control over fnancial reporling.

A deficiency in inlenal conlrol exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and corcct
misstatemenls on a timely basis. A nateialwe ness is a deficiency, or combination of defciencies, in inlemal
control, such that there is a reasonable possibility that a mateial misstatement of the Municipatity,s linanciat
statements will not be prevented, or debcted and conected on a limely basis.

Our consideration of intemal control over financial repoding was for he llmited purpose described in the frst
paragraph of his section and was not designed to identify all deliciencies in intemal control over tnancial reporting
that might be deliciencies, signifcant deficiencies or mateial weakness. We did not identify any deficieniies in
intemalcontDl overfinancial reporting that we consider to be material weaknesses, as defined previously.

Compliance and Other Matte6

As part of obtaining reasonable assurance about whether the Municipality's fnancial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material eflecl on the determination of fnancial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective ofour
audit and, accodingly, we do not express such an opinion. The resulb of our tests disclosed no instances of
noncompliance or other mattels that are required to be reporbd under Goyemment Auditing Standatds.
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INDEPEI{DENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FII{ANCIAL REPORTING AI,ID ON
COMPLIANCE AND OTHER MATTERS BASED ON AiI AUDIT OF BASIC FINANCIAL STATEMENTS
PERFORMED ItI ACCORDANCE WTH GOYERII,,I'E'VIAUD'I"\IG SIA'IIDARDS
To the Honorable ayor and

embers of the Munlcipal Legislature
Municipality ol Orocoyis, Pue o Rico
Page 2

This repod is inbnded solely torthe information and use ofthe management, l\rayor, lrunicipal Legislature, Office of
the commissioner of lrunicipal Affairs, and federal awarding agencies and pass-through entilies and is not intended
lo be and should not be used by anyone other than lhese specifed parties. How€ver, this rcport is a matter ol public
recod and ib distibution is not limited.

e@4ry.14<=
CPA Diaz-Martinez, PSC
Certifed Public Accountants & Consultants
License Number 12, expires on December 1, 2013

Caguas, Puerto Rico

January 23, 2013

Stamp No. E26827 was afiixed to
the original report.
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CPA DIAZ.MARTINEZ, PSC
CERTIFIED PUBLIC ACCOUNTANTS AND COI{SULTANTS

INDEPENDENT AUDITOR'S REPORT ON COMPLIAi'ICE WTH REOUIREMENTS THAT COULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERI'IAL CONTROL OVER
COMPLIANCE IN ACCOROANCEWTH OMB CIRCULAR A.133

To the Honorable Mayor and
Members o, the ilunicipal Legislature

Municipality of orocovis, Puerto Rico

Compliance

We have audited Municipality of orocovis, Puerto Rico (Municipality)'s compliance with the types ol compliance
rcquirements described in lhe OMB Chculat A-133 Conpliance Supplenent that could have a direct and material

eflect on each of Municipality's major federal programs for the fiscal year ended June 30, 2012. Municipality's
major federal programs are identified in the Summary of Auditorc' Result Section of the accompanying Schedule of
Findings and Questioned Costs. Compliance with the requirements of laws, regulations, contracts, and granb
applicable to each of ib major federal programs is the responsibility of the Municipality's management. Our
responsibility is to express an opinion on the Municipality's compliance based on our audit.

We conducted our audit ofcompliance in accordance with auditing standards generally accepted in the United States

of America; the standards applicable to fnancial audits contained in Goyernment Audithg Standards, issued by the
Comptroller General of the United States; and Ol\,lB Circular A-1 33, Audirs of States, Local Govennents, and llon-
Proft Wanizdions. fhose standards and 0l\,48 Circular Al33 require that we plan and perform the audit to oblain
reasonable assurance about whether noncompliance wilh the types of compliance requiEments relened to above

that could have a direct and materialeffuct on a major federal program occuned. An audit includes examining, on a
test basis, evidence about Municipality's compliance with those requirements and perfoming such ottrer prccedures

as we considered necessary in the circumstances. We believe that our audit provides a reasonable basjs for our
opinion. Ouraudit does not provide a legal determination of Municipality's compliance with those requirements.

ln our opinion, Municipality complied, in all mateial respects, with the complianc€ Equirements refened to above

that could have a direct and mateial effect on each of its major federal programs for the fiscal year ended June 30,

2012. However, the results of our auditing procedures disclosed an instance of noncompliance with those
requirements, which are required to be reported in accordance with OMB CircularA-l33 and which arc described in

the accompanying Schedule of Findings and Queslioned Costs as item 2012-lll-01.

lntemal Control over Compliance

Management of Municipality is responsible for establishing and maintaining efiective intemal control over
compliance with requirements of laws, regulations, contracb, and grants applicable to federal programs. ln planning

and performing our audit, w€ considered Municipality's intemal control over compliance with the requirements that
could have a direct and material effect on a major federal program to determine the auditing prccedures for the
pumose ol expressing our opinion on compliance and to test and report on intemal control over compliance in

accordance with O[rB Circular A-133, but not for lhe purpos€ of expressing an opinion on lhe effecliveness of
intemal contml over compliance. Accordingly, 'r'€ do not express an opinion on the effectiveness of Municipality's
intemal control over compliance.
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A deficiency in intend control over conpli ce exists when the design or operation of a control over compliance
does not allow management or employees, in the normal couEe of performing their assigned functions, to prevent or
detect and corect, noncompliance with a type ofcompliance requiremenl of a federal program on a timely basis. A
naterial weakness in intenal control ovet conpliarce is a defciency, or combination of defciencies, in intemal
confol over compliance, such that there is a reasonable possibility lhat material noncompliance with a lype of
compliance requirement ofa federal prcgram will not be prevented, or detected and corected, on a timely basis.

our consideration of intemal contol over compliance was for the limited purpose described in he first paragraph of
this section and was not designed to identit all defoiencies in inlemal controt over compliance that might be
defciencies, signifc€nt deficiencies, or matedal weaknesses. We did not identify any deficiency in intemal control
over compliance lhat we consider to be material weakness, as defned above.

A significant deficienq in ktenal control over conpliance is a deficiency, or a combinaiion of defciencjes, jn intemal
control over compliance wilh a type of compliance requirement of a federal p.ogram that is less severe than a
material weakness in intemal control over compliance, yet impodant enough lo merit attention by those charged with
govemanc€. We considerthe defciency in inlemal control over compliance described in ttE accompanying Schedule
of Findings and ouestioned Costs as item 2012-lll-01 to be signifcant defciency.

lilunicipality's responses to the finding identifed in ouraudit are described in the accompanying Schedule of Findings
and ouestioned Costs. We did not audit frtunicipatity's responses and, accodingly, we express no opinion on the
responses.

This .eport is intended solely for the information and use of the management, the Honorabte l.rayor and l\,l€mbelE of
the lrunicipal Legislature, Office of the Commissionerof l\4unicipal Affairs, and federal awarding agencies and pass-
through entitjes and is not intended to be and should not be used by anyone other than these specilied parties.
However, this report is a matter of public record and its distribution is not limited.

4@@

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMENTS THAT COULD HAVE A
DIRECT AI'ID MATERIAL EFFECT ON EACH MAJOR PROGRAM AiID ON INTERNAL CONTROL OVER
COIIPLIANCE It{ ACCORDANCE WTH OMB CIRCULAR A.133
To the Honorable Mayor and
Members of the Municipal Legislature

Municipality of Orocovis, Puerto Rico
Page 2

CPA Diaz-Maninez, PSC

Certifed Public Accountants & Consultants
License Number'12, expiEs on December 1, 2013

Caguas, Puerto Rico

January 23, 2013

Stamp No. E26828 was affxed to
the o ginal report.
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PART III

FINDINGS AND QUESTIONED COSTS
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CofxolwEArrH or PUERTo Rtco

MuMcrpAlny 0F ORocovrs, PuERro R6o
SCHEDUIE OF FINDIilGSA D OUESTIoIEDCoSTS

FORTHE FISCAL YEAR EI{DED JUilE 30,2OI2

SEGTIoI{ I - SUf,f,ARY of AUD[oRs, RESULIS

Financial Statomonts

Type of audito/6 reporl issuedl

lntemal conlrol over fnancial reporling:

. l,{atedal weakness (es) idenlifed?

. Signmcanl deliciency (ies) idenlifed?

Noncompliance malerial to fnancial slatemenls noted?

denlifcation ol IValor Programs:

CFDA Number

I lJnqua fied Opn on n Quaifed opin on

n Adverse Opn on n D sclalrner oprn on

E Yes

tr Yes

tr Yes

8No

EI None Reported

ENo

Fodo6l Awards

lnlemal confol over major programs:

. Mate,ial weakness (es)idenlifed? tr Yes I No

. Signifrcant deficiency (ies) idenlifed? I Yes tr None Reported

TAe of auditor's reporl issued on compliance for
Major Programs: I Unqualifed Opinion tr oualified opinion

tr Adve6e Opinion E Disclaimer Opinion

Any audit fndings disdosed that are .equired to be repoded
in accordance wilh Seclion 510 (a) of oMB Circular A-133? EYes tr No

Name of FederalPrcgram or Clusler

10.558

14.871
93.600
81.128

Dollar threshold used todistinguish between

Type A and Type B Programs:

Auditee qualified as low-risk audilee?

Child and Adult Care Food Proqram
Seclion 8 Housing Choice Vouche6
Head Starl Program
ARRA - Energy Effciency and Conservalion Elock Grant ProgEm (EECBG)

$326,983

E Yes 8No
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Coilxo riE LrH oF PuERro ttco
MuxrctpAlny oF ORocovts, puERTo Rtco

SCHEDULEoF F D Gs AID QUESTlollED CosTs
FoR IIIE FISCAI YEAR EIOED JUIIE 30, M12

SEcrot ll - Frr{at{ct ,t SrarExEl{T Fflotilcs

NO MATTER IS REPORTED.
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Coilf,oflytEALTH oF puERro Rlco
MuntcpAlny oF ORocovts, puERTo Rtco

SCHEOULE oF FIIDII{GS AID QUESTIoNEO cosTs
FoR IHE FIscAr YEAR EIDED JUIE 30, 2OI2

SECNOil III - FEDEMI AWARD FNDIXGS AXO OUESTIOIIED CO$S

FINDINGREFERET{CENUiIBER 2O12.III.O1

FEoERAL PROGRA sEcltoti 8 HoustNG voucHER pRoGRA (CFDA NO.11.871)
U.S. DEPARTMENT OF HOUSII{GAND URBAN DEVELOP}IENT

AWAROI{UMBERS RQllE(l

COIPLIAXCE REQUIRE EI{T SPECIAL TESTS At{D PROVISIONS

TYPE OF FINOING XOI{CO PLIAI{CE AND SIGNIFICA}IT DEFICIENCY

CRITERIA Code of FedeEt Regutations, 24 CFR, Subpart K, Seclion 982.51 7(4) (d) shted hai he
uniclpality must use he appropriale utility allowance for lhe size of dwelling unit

acfually leased by he hmily (€her han he lamily unil size as determined under lhe
PHA subsidy standads). Also, at reexaminations, lhe pHA musl use lhe pHA cunent
uliljty allowance schedule.

cot{DlTloN During our ulilily allollvance schedule tss! we noticed lhat he ttunicipality used a utitity
allowance schedule of 2010 for lhe rcexaminalion.

QUESTIoNED COSTS Not noted.

INFORMATIOI{ TO PROVIDE
PROPER PERSPECTIVE Municlpatity did not ledfy hat fle olrent ulitity allowance scjhedule was used tor he

reexaminalion of each pa icipanls file, it is a systemic defciency.

CAUSE t unicipallty used a ulilily allowance s{fiedule liat was nol he effeclive for lhe fiscal
year.

EFFECT 0R PosslBLE EFFECT Municiparity did nor pay he uririly allowance amounr rhar was effective for tte fiscar
yeat.

RECOU ET{oAT|ON We recommend managemenl to imploment intemal conlrol procedurcs in order to assurc
hat he efiectve allowance schedules arc used.

RESPONSIBLE OFFICIAL'S
RESPOI{SE AND CORRECTIVE
ACTIOI{ PLAI{NEo The ltlunicipality revie{ed lhe right amounts lor he utilities attowances on lhe table lhat

supposed to be used for he Fy 201.1-20j2 and made he coreclions in the sFlem.

IPLE ENTATION DATE January j6,2Oj3

RESPONSIBLE oFFICIAL Mr. Jesis A. Tones, Accountanl

END OF SCHEDULE
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Cof,rcfluE LTfl oF PUERTo tatco
MuMcrpAury oF oRocovE, PUERTO R|CO

SurilaRy Sc[EouLE oF PRtoR Auo[s F o Gs
FoR THE FIscAr YEIR E{DED JUIIE $, 2OI2

(r) Audit FlndingB that hav. been Fu y Corccled:

NONE

(2) Audit Flnding3 not Corected or Padafly Corroct d:

F'SCAL YEAR 2O,I I

Finding Number 20lt- t-01 Davis-Bacon Act
No doclmentalion of prccedures pedomed to !€dry hat wages paid
are not l€ss han he prevailing wages.

CFDA Number 93.600
93.708

Que€lionod Cost None

Auditoe Comments Pending of finat determinalion of lhe Adminishation for he Chitdhood Care and
lntegral oevelopment of he Puedo Rico Fanily Degartnent

(3) Conoctivo action lakon i3 Bignificantly diffeEnt from conrctive action prGvlously raporlad:

NONE

(4) Audit findings ls no longer vatid:

FISCAL YEAR 2llm

Finding Number 2m$Irci Carh itanagemont
oelay to disburse requested fund since he date hey were reaeived.

CFDANumber

Quesllonod Co3t

AudileeComments

14.228

None

Morc lhan lwo years has passed *ihout fnal deleminalion of tD Office of the
Commissioner of Municipal Afiairs.

Finding Numbor 2009.111.02 Davis-Bacon Act
No doqrmenlalion of procedures performed to veriry hal waoes paid
are nol less han the pevailing wages.

CFDA llumbsr 93.600

Ouostioned Cost None

Auditeo Comments More tian hvo years has passed witlout fnal dotermination of tie Adminisbalion for
he Childhood Care and lnlegral Developmenl of he Puerlo Rico Family
Departnenl.
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Cofl oarwEALrH oF PUERTo Rlco
I'lur{rcrpAlny oF ORocovts, PUERTo Rtco

SU ARY SCHEDULE oF PRIoR AUoITS F DIIGS
FOR THE FISCAT YEAR EflDED JUIIE 30, 20i2

14) Audil findings is no lorger valid: (codnu{on)

Finding Nunber Z009.lll.03 Sp.ciel T.st and Provision
Head Start Progran did noi obtain br varhrs Centers, h6 required
licenses issued by he Public Service Commission of Puerto Rico.

CFoA Number 93.600

Questioned Cost None

Auditeo Commants Morc han two years has pass€d wihout fnal deteminalion of tle Mminisfalion for
he Childhood Care and lnlegral Delelopment of he Puedo Rico Family
Departnenl-

END OF SCHEDULE
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