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INDEPENDENT AUDITORS' REPORT

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

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of th; Municipality of Rlo Grande,
Puerto Rico (Municipality) as of and for the year ended June gO, 2Oi7, which collectively
comprise the Municipality's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Municipality's management. Our responsibility
is to express opinions on these financial statements based on our audit.

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

ln our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, ejch major fund, and the
lggregate remaining fund information of the Municipality of Rfo crande, puerto Rico, as of June
30, 20L1-, and the respective changes in financial position, and where applicable, cash flows
thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

ln accordance with Government Auditing standards, we have also issued our report dated
March 20, 2072, on our consideration of the Municipality's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope oJ our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with_ Government Auditing Standards and should te considered in assessing the results of our
audit.

Calle Parand t1686, El Cerezal, Sar Juan. p.R.00916-llll - Tcl. (787) 771'-8011 Far (787) 761-93,1 t-



Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and budgetary comparison information on pages 3through L2 and 52 be presented to supplement the basic financial statements. such
information, although not part of the basic financiar statements, is required by the
Governmental Accounting standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. we have applied certain limited proceduies to the required
supplementary information in accordance with the auditing standards generally accepted
in the united states of America, which consisted of inquiiies of managemenf about the
methods of preparing the information and comparing the information foi consistency with
management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. we do not
express an opinion or provide any assurance on the information because the limited
procedures do not provlde us with sufficient evidence to express an opinion or provide any
assurance.

our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Municipality of Rio Grintle's basic financial statements as a
whole. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by u.s. office of Managemeni and Budget
circular 4-133, Audits of states, Local Governments, and Non- profit organizations, and is
not a required part of the financial statements. The schedule of expenditures of federal
awards is the responsibility of management and were derived from and related directly to
the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and
reconciling such information direcfly to the underlying accounting and ot[er procedrires in
accordance with auditing standards generally accepted in the United states of America. ln
our opinion, the information is fairly stated in all material respects in relation to the basic
financial statements as a whole.

-4rrn U^&4.r"r(
LO(EZ-V,EGA, CPA, PSC

San Juan, Puerto Rico
December 20,2077
Stamp No.2575554 ofthe puerto Rico
Society of Certified public Accountants
was affixed to the record copy of this report.
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COMMONWEATTH OF PUERTO RICO
MUNICIPATITY OF RIO GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2011

This discussion and analysis of the Municipality of Rio crande (the Municipality) financialperformance provides un 9y9ryi9* of the Municipality's financial activities for the fiscal year
ended on June 30,2011. This Management Discussion and Analysis (MD&A) should be read in
conjunction with the accompanying basic financial statements and the accompanying notes to
those financial statements- Besides, this document includes comparative data with'prior year asthis information was available for the fiscal year ended on June 30, 2010. This MD&\ is prepared
in order to comply with such pronouncement and, among other purposes, to provide the financial
statements users with the following major information:

1. a broader basis in focusing important issues;

2. acknowledgement of an overview of the Municiparity's financiar activities;

3. provides for an evaluation of its financial condition as of theend of fiscal year 2OIO-2OL!
compared with prior year results;

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

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

FINANCIAL HIGHLIGHTS

The financial condition and results of operations as reflected in the financial statements prepared
for fiscal year 2OTL constitute factual evidence of the Municipality's economic strength by the
end of such year. The following comments deserve special mention:

1. Total assets of the Municipality amounted to $79,568,571 which represents a decrease of
3% compared to prior fiscal year.

2. At the end of fiscal year 2o!L, total liabilities amounted to $42,040,765. out of said
amount, $33,642,659 corresponded to long-term liabilities of which $30,143,000
represented the outstanding balance of bonds and notes issued. The Municipality
continued to meet all debt service requirements, most of which were paid from self
generated revenues.

3. Total net assets of the Municipality amounted to $37,527,g06 which represents a
decrease of 72o/o compared to prior fiscal year.

4. Total revenues available for the financing of activities as reflected in the Statement of
Activities amounted to $33,197,074, derived from the following sources: $1,964,451from charges for services; $2,790,9g5 from operating grants and contributions;
$2,274,L68 from capital grants and contributions obtained from other sources, and
$26,237,47 O trom general revenues available.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF RIO GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAT HIGHLIGHTS (CONTINUED)

5' Total expenses incurred to afford the cost of all functions and programs as reflected in the
Statement of Activities amounted to $39,090,612.

6. As reflected in the Statement of Activities, the current fiscal year operations contributed to
a decrease in the Net Assets figure by $4,893,539.

7. As of the close of the current fiscal year, the Municipality's Governmental Funds reported
combined ending fund balances of $Lt,292,g49.

8. ln the fund financial statements, the governmental activities revenue increased
$4,081,060 (or L4%), however, governmental activities expenditures increased
$8,391,740 (o( 25o/o).

9. At the end of the current fiscal year, the Municipality's general fund deficit amounted to
$(2,237,058) compared to a fund deficit of g(2,308,197) in the prior fiscat year 2o09-
20to.

10.The actual General Fund budgetary activities resulted in an unfavorable balance of
$(e80,537).

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The new approach used in the presentation of the financial statements of the Municipality is
based on a government-wide view of such statements as well as a presentation of individual
funds behavior during fiscal year 2O!7. The combination of these two perspectives provide the
user the opportunity to address significant questions concerning the content of said financial
statements, and provide the basis for a comparable analysis of future years performance. The
comparative analysis is a meaningful and useful management tool for municipal management in
the decision making process.

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

FINANCIAT STATEMENTS COMPONENTS

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

The Statement of Net Assets reflects information of the Municipality as a whole on a consolidated
basis and provides relevant information about its financial strength as reflected at the end of the
fiscal year.



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF RIO GRANDE

MANAGEMENT'S DTSCUSSTON AND ANALYSIS _ (CONTTNUED)

YEAR ENDED JUNE 30, 2011

USING THIS ANNUAL REPORT

This annual report consists of a series of new financial statements with a change in the focusfrom previous financial statements. The new focus is on both the Municipahly as a whole
(government-wide) and the major individual funds. Both perspectives (government-wide and
major fund) allow the user to address relevant questions, broaden a basis fo=r comparison (year to
year or government to government) and enhance the Municipality,s accountability.

GOVERNMEMENT - WDE FINANCIAL STATEMENTS

The Government-Wide Financial Statements are designed to provide users of the financial
statements with a broad overview of the Municipality's finances in a manner similar to private.
sector companies.

The Statement of Net Asset presents information on all of the Municipality's assets and liabilities,
with the difference between both reported as net assets. Over time, increases or decreases in
net assets may serye as a useful indicator of whether the financial position of the Municipality is
improving or deteriorating.

The Statement of Activities presents information showing how the Municipality,s net assets
changed duringthe most recent fiscalyear. All changes in net assets are reported assoon asthe
underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in the Statement of A;tivities that will only
result in cash flows in future fiscal periods. The Statement of Activities is focused on both the
gross and net cost of various activities, which are provided by the government's general tax and
other revenues. This is intended to summarize and simplify the usei's analysis oflost of various
governmental seryices.

FUND FINANCIAL STATEMENTS

The Fund Financial Statements provide detailed information about the Municipality's most
significant funds, not the Municipality as a whole. The Municipality has only one kind of fund
which is the governmental fund.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the Government Wide Financial Statements. However, unlike the
Government Wide Financial Statements, Government Fund Financial Statements, focus on near
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information is useful in evaluating the Municipality's
near term financial requirements.

Because the focus of governmental funds is narrower than that of the government wide financial
statements, it is useful to compare the information presented for governmental funds with similar

5



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF RIO GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FUND FtNANC|AL STATEMENTS (CONTTNUED)

information presented for governmental activities in the government wide financial statements.
By doing so' users of the basic financial statements may better understand the long-term impact
of the Municipality's near term financial decisions. Both of the Governmental Fund Balance
Sheet and the Governmental Fund Statement of Revenues, Expenditures and Changes in Fund
Balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

INFRASTRUCTURE ASSETS

Historically, a government's largest group of assets (infrastructureroads, bridges, underground
pipes [unless associated with a utility], etc.) have not been reported noi depreciated in
government financial statements. GASB 34 requires that these assets be valued and reported
within the Governmental column of the Government-Wide Statements. Additionally, the
government must elect to either (a) depreciate these assets over their estimated useful life or (b)
develop a system of asset management designed to maintain the service delivery potential to
near perpetuity. lf the government develops the asset management system (the modified
approach) which periodically (at least every third year), by category, measures and aemonstrated
Its maintenance of locally established levels of service standards, the government may record its
cost of maintenance in lieu of depreciation. The information ibout the condition and
maintenance of condition of the government infrastructure assets should assist financial
statement users in evaluating a local government and its performance over time.

According to the requirements of GASB 34, the government must elect to either (a) depreciate the
aforementioned assets over their estimated useful life or (b) develop a system of asset
management designed to maintain the service delivery to near perpetuity. lf the government
develops the asset management system, (the modified 

"pproa"h; 
which periodically (at least

every three years), by category, measures and demonstrate its maintenance of locally established
levels of service standards, the government may record its cost of maintenance in lieu of
depreciation. ln this particular respect, the Municipality has elected the use of recognizing
depreciation under the useful life method and it contemplates to continue this treatment on said
basis.

FINANCIAI ANATYSIS OF THE MUNICIPALITY AS A WHOLE

Net Assets

The Statement of Net Assets serves as an important indicator of the Municipality,s financial
position at the end of the fiscal year. ln the case of the Municipality of Rio brande, primary
government assets exceeded total liabilities by $37,527,906 at the end of 2011, as compared
wilh $42,421,344, which reflect a decrease of $(4,g93,53g) under previous fiscal year. The
following condensed Statement of Net Assets of the Primary Government shows on a comparative
basis the most important components of the $(4,893,538) decrease reflected in the Net Assets
figure.

6



COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF RIO GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FTNANC|AL ANATYS|S oF THE MUNtCtpALtTy As A WHOLE (CONTTNUED)

Condensed Statement of Net Assets 2OL1_ 2OLO
Current and other assets
Capital assets

Total assets

Current and other liabilities
Long-term liabilities

Total liabilities

lnvested in capital assets, net of related debt
Restricted
Unrestricted deficit

Total net assets

79,568,571 8L,726,67t

$17,535,859
62,O32,7 72

$20,936,722
60,790,549

Change

(3,40O,263)
7,242,L63

(t6)vo
20/o

3%

(27f/o
(4}%

(7)%

(5)%
(27)o/o

72%

(t2\oa

8,398,106
33,642,659

42,040,765

(2,158,100)

(7,473,9291
(1,261,509)

(2,735,43A)

(2,295,A37)
@,a4\7591

2,244,O5A

(4,893,538)

6,924,t77
32,381,150

39,305,327

40,99A,712
t3,o32,7 49

(16,503,655)

37 ,527 ,806

43,294,549
77,87 4,508

(. A,7 47,713)

$42,427,344

100,000,000

80,000,000

60,000,000

40,000,000

20,000,000

r 2011 r 2010

Total net assets
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF RIO GRANDE

MANAGEMENT'S DTSCUSSTON AND ANALYS|S _ (CONTTNUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Changes in Net Assets

The Municipality's net assets decreased by $4,993,538. Approximately sixty-three percent (63%)
of the Municipality's tota I revenue came from taxes, while twenty-eight percent 1iaz1 resulted
from gra nts and contributions, including federal aid. Charges foi Services provided six percent
(6%), lnterest and lnvestment earnings two percent (2o/d a;d miscellaneous one percent (1%) of
total revenues. The Municipality's la rgest expenses included items such as geneial government,
health and welfare services, public works, culture and recreation, and public iafety. T:he following
table and graphic presentation includes in absolute and relative terms, the composition oi
revenues and expenses for the fiscal yea rs ended on June 30,2olt and 201o. such analysis
helps the reader to evaluate the Municipal administration performance in the administration of its
current fina ncial operations.

Condensed Statement of Activities
Program Revenues:

Charge for services
Operating grants and contributions
Capital grants and contributions

General revenues;
Property taxes
Municipal license tax
Municipal sales and use tax
Other local taxes
Grants and contributions not restricted to
specific programs
lnterest and investment earnings
Miscellaneous

Total tevenues
Expenses

General government
Public safety
Public works
Health and welfare
Culture and recreation
Economic development
Community development
Urban development
lnterest on long-term debt

Total expenses
Change in net assets
Net assets, beginning of year
Net assets, end of year

20LL 20LO Change

$ 1,964,451
2,7AO,985
2,2L4,!6A

10,573,O32
2,946,564
2,908,LA7
4,460,155

4,434,636
618,831
296,065

$ 2,286,086
3,67a,OL7
1,901,648

10,798,040
2,638,386
2,635,013

994,043

3,435,598
333,724
416,O58

$ (321,635) (t4l"k
(897,032) (24)o/o

312,520 76%

(225,008) (2)"/,
308,178 L2yo
273,t74 LO%

3,466,172 3490k

999,038
285,707

(119,993)
4,081,061

290/0

a6vo
(29f/o
140/.33,197,O74 29,1,!6,O73

t23OA373 A,4L9,573 (3,888,800) (461%
2,590,584 5,535,896 2,945,372 53y,

10,302,139 6,162,234 (4,139,905) (671%
5,773,605 7 ,t38,L64 1,364,559 79yo
4,669,354 939,354 (3,730,000) (397)%
472,035 29t,992 (180,043) (62)%
908,724 377,2Ot (531,523) ,]4rl%

485 19,100 18,615 s70/o

__:1,999'913 8e3,536 (t77.777) (7etvo
38,090,612 29,777,050 (8313 56A Qqo/o(4993s38) 

- 
(661'03?) -- @z:,-fin $q6'rr"42,42L,344 43,082,381 (661,037) (2lyo--$-375r7E0d _SEE!34{ --ilZ.aqE3B)- trit"r"
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COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF RIO GRANDE

MANAGEMENTS DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FTNANC|AT ANArysts oF THE MUNIC|PAUTY AS A WHOrE (CONTTNUED)

Revenues 2011

r General government
r Culture and recreation
r Community development

Expenses 2011

r Public safety
. Health and welfare
r Urban development

! Charges for services

r OperatinB grants and contributions

t Capitalgrants and contributions

. Property taxes

r Municipal sales and use tax

. Municipal license tax

r Other local taxes

r Grants and contributions not
restricted to specific programs

. lnterest and investment earnings

r Miscellaneous

r Public works
r Economic Development
. lnterest on long-term debt
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RIO GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANATYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

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

Governmental Funds

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

As of the end of the current fiscal year, the Municipality's governmental funds reported combined
ending fund balances amounting to $L1,,292,a49, which represents a decrease of g(4,6L2,srg)
when compared with the prior year. Out of the indicated balance, $422,932 were classified as
nonspendable; $73,624,720 were classified as restricted for the following purposes: (1)
$5,LO7,74L for debt service payments; 2) $8,272,A27 b pay for capitat projects; S) SZSO,Z6{i
for other purposes.

As of June 30,2oL1-, the ceneral Fund, which is the main operating fund of the Municipality, and
the Special Revenue Fund-State & Local Grants, reflected an unassigned fund deficit of
$(2,67 7,792), and $(83,011), respectivety.

GENERAL FUND BUDGETARY HIGHLIGHTS

During fiscal year 2070-20L1, the Municipal Legislature approved revisions to the operational
budget which resulted in further increases in revenues and current expenditures which
represented transactions detected during the normal course of business. Despite these budgets
readjustments and as previously stated, as reflected in exhibit, Budgetary Comparison Schedule-
General Fund attached hereto, budgetary analysis reflected a deficiency of $(980,537) of total
operating revenues over current expenses.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Municipality's investment in capital assets as of June 3o, 2011, amounted to $91,756,461
which upon deduction of accumulated depreciation in the amount of $29,72g,7 49 produced a
net book value attributable to capital assets in the amount ot $62,032,7 72. Said investment
includes land, construction in progress, buildings, improvements, equipment, infrastructure,
furnishing, computers and vehicles. lnfrastructure assets are composed of items such as roads,
bridges, streets and sidewalks, drainage systems, lighting systems, and similar items.

10



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RIO GRANDE

MANAGEMENT'S DTSCUSSTON AND ANALYSIS _ (coNTtNUED)

YEAR ENDED JUNE 30, 2011

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

The tota I increase in the Municipality's investment in capital assets for the current fiscal year
represented approximately two percent (2o/o) of net book value. Depreciation charges for the year
totaled $2,292,629.

The Municipality finances a significant portion of its construction activities through bond or notes
issuances. The proceeds from bond and notes issuances designated for constiuction activities
are committed in its entirety for such purposes and cannot be used for any other purposes. As of
June 30, 2011, the Municipality has $6,161,916 of proceeds from bond and notes issuances
and other restricted assignments that are mainly committed to future construction activities in
the Capital Project Fund- Local, and State Grants.

Debt Administration

The Puerto Rico Legislative Assembly has established a limitation for the issuance of general
obligation municipal bonds and notes for the payment of which the good faith, credit and taxing
power of each municipality may be pledged. The applicable law also requires that in order for a
Municipality to be able to issue additional general obligation bonds and notes, such Municipality
must have sufficient "payment capacity" as defined in Act No. 64. such Act requires i
Municipality must has sufficient "payment capacity" to incur additional general obligation debt if
its deposits in the Redemption Fund and the annual amounts collected with respect to such
Municipality's Special Additional rax (as defined below), as projected by GDB, is sufficient to
service to maturity the Municipality's outstanding general obligation debt and the additional
proposed general obligation debt.

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

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipality relies primarily on property and municipal taxes as well as federal and state
grants to carry out the governmental activities. Historically, property and municipal taxes have
been very predictable with increases of approximately five percent. Federal and State grant
revenues may vary if new gra nts are available, but the revenue can be also predictable. Those
factors were considered when preparing the Municipality's budget for the fiscal year 2OL7-2O72.

LL



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF RIO GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINAI COMMENTS

Act No. 94 issued on June 16, 2071 by the Legislature established an incentive plan for the
payment of real and personal property tax dues, beginning on July 14,2011. This Act provides an
amnesty to all property tax payers forgiving all penalties, charges and interests of the unpaid
principal of pass-due property tax liability. The period that tai payers have to enjoy for such
benefit is for exactly ninety (9o) days beginning on July 14 through october LL,2oli.The unpaid
property taxes covered under this Act are those related to fiscal year 2OO}-2O7O and earlier (for
real property taxes) and for 2008 and earlier for personal property tax.

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayer,
customers, investors and creditors) with a general overview of the Municipality's finances and to
demonstrate the Municipality's accountability. lf you have questions about ihe report or need
additional financial information, contact the Municipality's chief Financial officer.

L2



Commonwealth of Puerto Rico
Municipality of Rio crande
Statement of Net Assets

June 30. 2011

Governmental
Activities

Assets

Cash and cash equivalents

Cash with fiscal agent

Accounts receivable:

Construction excise tax

Property tax

Municipalsales and use tax

lnte,governmental

Others

Other assets

Capitalassets

Land, improvements, and constructjon in prog,ess

Other capital assets, net of depreciation

Total capital as-sets

Total assets

Liabilities
Accounts payable and accrued liabilities

Due to other govemmental entities

Oeferred revenues:

Municipal license tax

Federal grant revenues

lnterest payable

Noncurrent liabilities:

Due within one year

Due in more than one year

Total liabilities

Net As-sets

lnvested in capital assets, net of related debt

Resticted fo,:

Capital projects

Debt service

Other purposes

Un restricted (deficit)

Total net assets

3,759,737

11,193,700

L,428,244

190,854

aas372

745,O23

24,546

4,973

30,295,436

3a,737,276

62,032,7L2

79,558,571

5,898,78s

366,320

1,510,976

40,054

54L,977

2,O20,374

3L,622,345

42,O40,76s

40,994,7a2

8,222,a2L

4,559,170

250,758

(16,503,655)

$ 37,527,806

The notes to the financial statements are an integratpart of this statement.
L3



Commonwealth of Puerto Rico
Municipality of R[o Grande

Statement of Activities
For the Year Ended June 3O, 2011

P,Dgtam Revenues

llet (Expense) Revenue and

ChanEes in NetAssets

Functions/Pro€l'ams

Cha€es Ior

Seryices

Operath€

Grantsand

Contdbutlons

Capltal

Grants and

Contributlons

Govemmental

Activities

General govemment

Public safety

Publicworks

Health and welfare

Cuhure and recreation

Economic development

Community developmem

lJrban development

lnterest on long-term debt

Total governmental activities

Expenses

$ 12,308,373

2,590,5a4

10,302,139

5,773,605

4,669,354

472,035

904,724

485

1,065,313

$ 9,249

15,53a

49,331

1,890,333

$ 853

22,293

46,24L

2,066,855

212,242

474,7 46

13,755

604,186

744

1,609,23a

172,294,27 L)

12,552,7531

(9,602,381)

(1,816,417)

(4,456,36a)

(53,289)

7L4,269

(445)

(1,065,313)

$ 3a,o90,612 $ 1,964,451 $ 2,7A0,9a5 $ 2,214,76A (31,ff)1,O08)

General revenues:

Property taxes

Municipal license tax

Municipalsales and use tax

Other loc€l taxes

Grants and clntributions not restdcted to specifrc programs

lnterest and investment earnings

Miscellaneous

Total general revenues

Change in net assets

Net assets - beginning

Net assets - ending

10,573,032

2,946,564

2,904,147

4,,+60,155

4,434,636

614,831

296,065

26,237,470

(4,893,538)

42,42r,3M

$ 37,527,a06

The notes to the financial statements are an integral part ofthis statement. a4



Commonyvealth of Puerto Rico
Municlpality of Rio Grande

Balance Sheet
Govemmental Funds

June 30, 2011

General

Fund

Debt

Servke

Fund

SpeclalReYehue Capttatprdects
Fund-Orrer Fund - State &

Federalcrants LocalcranLs

Otfier Totat

Govemmental Coyemmental
Funals Funds

Asseis

Cash and cash equivalents

Cash with fiscatagent

Accounts rea€ivable:

Construction excise tax

Municipalsales and use tax
lntergovernmental

Other

Advances from other funds
Due from other funds

Other assets

Total asaets

Uabilities and Fund Batances

Liabilities :

Accounts payabte and accrued ljabilities
Due to other governmental entitjes
A(tuances to other funds
Due to other funds

Municipa I ticense tax
Federal grant revenues

Totalliabilities

Fund balances:

Nonspendable

Restricted

LJnassigned

Total fund balances

Total lia bilities and fund batances

$ $ 11&1oo
41,&2

4,42a,244

108,839

L2a5 680,858
24,546

422p32
s0144s

4,973

$ 2,42327a S

a28,a3l

642,669

1,510,976

95,453$14a1510$,$
23a.1aS

325.591

297,4il 20,ooo

2,982,563 $
6,161,916

-$
5,O19,116

82,025

658,474

456
$ 3,759,137

11193,700

4,42A,244

190,a64

485,372

745,O23

28,546

422,932
a,1a4,aa4

4,973

185,372

642,669

$ 2,507.996 $ 79a.9ss $ 1o,o12,52o g 5.1or.141 I t22.2go $ 19,142,905

285,019 $

97 34a
183,9a5

4,285,660

366,320
422,932

7,1A4,!14

1,510,976
80,o54 ao,o54

4.745,054 79a.9sa 1739,699 - 566,345 7,A50,056

422,932

44,802
(2,671,792)

(2,237,O5A)

4,272,82a 5,10a,a4a 238,956 L3,624,720
(83,011) (2,754.8031

4,272,A27 5,to\74a 155,945 a\292,A49

$ 2,507,996 $ 79a.95a S 1o,o12,52o $ 5,101,141 $ 722,2gO S 19,142,905

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



Commonwealth of Puerto Rico

Municipality of Rio Grande

Statement of Revenues, Expenditutes and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2011

DebrSDecialR€vcnus CapltalPmjects

Frncoher Fund - Stato &
F€doralcBnts l.rcalcraft5

Otn€r Total

Govemmental Govemmontal

Fund3 Fund.

Municipal license taxes

Municipal sales and use tar
Ucenses,pemit6 and other lo.al tax€s

CharEes for seMces

Fines and torretures

Expendltures

General govemment

H€alth and werarc
qfiure and recreatDn

EconomE dev€lopment
Community development
Urtan developrr€nt

Pnncipal

Total e4enditu16

Exc€6s (deficiency) of revenues over
(unde.) expnditures

Other flnancing sources (l,s€s)

LDng-term debt issued

Total other fiGncing sourcG (uses)

$ 7,065,570
2,946,564

4.469,404

4,434,636
15,53a
49,331

618,431

219,609

3,507,462 t

477,773

$ 10,573,032
2,946,564
2,904,147
4,469,404
1490,333
5,917,404

15,538
49,331

614,431
3,512,380

296,065

2,430,4L4

,419,443 2,966,907 3,554.184 3,985,235 2,a7L,264 33,197,073

ao2

2,96236
3,799

1,,072,438
70,320

246,545
7,622,994

1,L23,770
1490,333

354,200

550,074
72,657

73,577,727
2,594,922
5,291,549
L,7L3,597

797,297

662,494

4,560,846
500

4,503,464

445

14240,225
3,475 2,598,397

Ito,600 9,499,035
3,O27,aOO 5,754,335
231987 5.603,072
226,L94 472,739

7,622,994
485

1067,000 1,067,000
466,369 866.369

23,987,O92 2,952,297 9,727,a37 1933,369 3,530,056 42,L24,657

(4,161,609)

52,524
/.L34,776j

4,315,000

4,232,748

(6,173,653)

'.600,000(641314)

2,O51,466

74,7
(1,600,000)

2,441,299
12,44\299)
4,315,0OO

14,610

10,1@
(24.77O1

(654,792) @,927,57a)

703,445
(499)

Net change in tund balances

Fund balance, beginning
Fund balance, ending

(14,610) 91a,6a6 6,525,2LOj 703,386 4,315,0OO

- 15,254961) 526,656 44,594 (4,6t2,57a1

13.527.788 4.574./t85 111,351 L5so5,427
$ - s s"272f,,21 $ 5JO1J41 $ 15ar4s S, t1,292s.49

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



Commonwealth of Puerto Rico
Municipality of Rlo crande

Reconclliatlon of the Balance Sheet -coveinmental Funds
to the Statement ot Net Assets

For the Year Ended June 30, 2011

Total Fund Balances - Govemmental Funds

Amounts reported for Governmental Activhies in the Statement of Net Assets

are different beceuse:

CapitalAssets used in Governmental Activities are notflnancial rcsources and therefore,
are not reported in thefunds. In the curent period, these amounts are:

$ 77,292,a49

(33,642,659)

$ 37,527,a06

Non Depreciable Capital Assets

Depreciable Capital Assets, net of depreciation

$ 30,295,436

37,737,276

Total Capital Assets 62,O32,772

Account pafables related to Construction in Progress are not due and payable in the
curent pe od and, therefore, are not repo(ed in the funds. (1,613,125)

lnterest liabilities not due and payable in the current period and, thereforc, arc not
reported in the funds 1541,,97L)

Some liabilities are not due and payable in the current period and thercfore, are not

reported in the funds. Those liabilities consist of:

General bonds and notes payable

LIMS repayment plan

Property taxes debt

Compensated absences

Claims and judgments

Total Long-Term Liabilities

Total Net Assets of Gowmmental Activities

30,143,000

44,159

853,768
2,535,232

62,500

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



Commonlvealth of Puerto Rico

Municipality of R,o crande
Reconciliation of the Statement of Revenues,

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

For the Year Ended June 30, 2011

Net Change in Fund Balances - Toial Governmental Funds

Amounts reported for governmental activities in the Statement of Activities are different because:

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

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

lnterest expense on long-term debt was reported in the Govemment-Wide Statement of Activities and Change in Net
Assets, but it did not require the use of current financial resources. Therefore, interest expense was not reponed as
expenditures in Governmental Funds. The following amount represented the change in accrued interest from prior
yeat.

Bonds and notes proceeds provide current financial resources to Governmental Funds, but issuing debt increase
long-term liabilities in the Government-Wide statement of Net Assets. Repayment of bonds and notes principal is an
expenditure in Governmental Funds, but the repayment reduces long -term liabilities in the Government-Wide
Statement of Net Assets. This is the amount by which debt proceeds exceed the debt service principal payments.

Repayment of long term property tax advance debt is an expenditure in Governmental Funds, but the repayment
reduces long -term property tax advance debt in the Government-Wide Statement of Net Assets. This is the amount
paid in the current year.

Long-term compensated absences are reported in the Government-Wide Statement ofActivities and Changes in Net
Assets, but they do not require the use of current financial resources. Therefore, long-term compensated absences
were not reported as expenditures in Govermental Funds. The following amount represent the change in long-term
compensated absences from prior year.

Long-term claims and judgements are reported in the Governmentalwide Statement of Activities and Changes in
Net Assets, but they do not require the use of cuftent financial resources. Therefore, claims and judgments are not
reported as expenditures in Government Funds. The following amount representthe change in long-term claims and
judgments from prior year.

Long-term P.R. Aqueduct and Sewer Authority Repayment Plan is reported in the Governmental-Wide Statement of
Activities and Changes in Net Assets, but they do not require the use of current financial resources. Therefore,
federal cost disallowances are not reported as expenditures in Government Funds. This is the amount paid in the
currentyear.

Repayment of long term Land lnformation Management System (LIMS) is an expenditure in Governmental Funds,
but the repayment reduces long term LIMS in the Government-Wide Statement of Net Assets. This is the amount
paid in the current year.

Accounts payable change is reported in the Government-Wide Statement ofActivities and Change in Net Assets but
not reported as an the Governmental Funds because they do not require the use of current financial resources. This
is the amount reponed in the current period.

Long-term repayment of Retirement System Administration is reported in the Governmentat-Wide Statement of
Activities and Changes in Net Assets, but they do not require the use of current financial resources. Therefore,
Retirement System debt is not reported as expenditures in Government Funds. The following amount represent the
change in long-term Retirement System debtfrom prior year.

Change in Net Assets ol Goverhmental Activiiies

,4,6L2,574)

3,534,792

12,292,629\

(198,e44)

(3,248,000)

40,655

72,O72

1,113,000

204.905

92,1.A3

162,67O)

459,676

$ (4,893,538)

The notes to the financial statements are an integral part of this statement. 18



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF RiO GRANDE

NOTES TO BASIC FINANCIAI STATEMENTS

YEAR ENDED JUNE 30,2011

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Rio Grande (the Municipality) was founded on the year 1840. The Municipality's
governmental system consists of an executive and legislature body. lt is governed by a Mayor and
a sixteen member Municipal Legislature who are elected for a four-year term.

The Municipality provides a full range of services for its citizens. These services include public
safety, public works, culture and recreation, health and welfare, community development,
education, and other miscellaneous services.

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

ln June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34,
"Basic Financial Statements and Management's and Discussion and Analysis for State and Local
Governments." This Statement, known as the Reporting Model, provides for the most significant
change in financial reporting for state and local governments in over 20 years and affects the way
the Municipality prepares and presents financial information. The Statement was adopted as of July
t,2OO2. ln addition to this Statement, GASB Statement No. 37, "Basic Financial Statements and
Management's Discussion and Analysis for State and Local Governments: Omnibus" and GASB
Statement No. 38, "Certain Financial Statement Note Disclosures" have been adopted and are
reflected in these financial statements.

As part of this Statement, there is a reporting requirement regarding the capitalization of local
government infrastructure (roads, bridges, traffic signals, etc.). This requirement permits an
optional four-year delay for implementation to fiscal year ended on June 30,2OO7. The Municipality
implemented the retroactive capitalization of infrastructure assets in the year ended June 30,
2006.

ln March 2009, the Municipality adopted the provisions of GASB Statement No.55, Ihe Hierarchy
of Generally Accepted Accounting Principles for State and Local Governments (GASB No. 55), and
GASB Statement No. 56, Codification of AccountinE and Financial Repofting Guidance Contained in
the AICPA Statements on Auditing Standards (GASB No. 56).

GASB No.55 incorporated the hierarchy of USGMP for state and local governments into the
Governmental Accounting Standards Board's (GASB) authoritative literature. The requirements in
this Statement codify all USGMP for state and local governments so that they derive from a single
source-
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COMMONWEAITH OF PUERTO RICO
MUNICIPALITY OF RiO GRANDE

NOTES TO BASTC FtNANCtAt STATEMENTS (CONTTNUED)

YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF SrcNlFrCANr ACCOUNTTNG pOLtCtES (CONTTNUED)

GASB No. 56 incorporated into the Governmental Accounting Standards Board's (GASB)
authoritative literature certain accounting and financial reporting guidance presented in the
American lnstitute of Certified Public Accountants'Statements on Auditing Standards. This
Statement addressed three issues not included in the authoritative literature that establishes
accounting principles-related party transactions, going concern considerations, and subsequent
events.

ln the current year, the Municipality adopted the provisions of GASB Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions (GASB No. 54), which modified the
interpretations of certain terms within the definition of the special revenue funds and the types of
activities the Municipality may choose to report in those funds. GASB No. 54 also clarified the capital
projects fund type definition for better alignment with the needs of preparers and users. Definitions
of other governmental fund types were also modified for clarity and consistency.

The following is a summary of the significant accounting policies of the Municipality:

A. Component Units

ln evaluating how to define the Municipality for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the
reporting entity was made by applying the provisions of Statement No. 14, The Financial Reporting
Entity, of the GASB, as amended by the GASB Statement No. 39, "Determining Whether Certain
Organizations Are Component Units an amendment of GASB Statement 1,4". The basic, but not the
only criterion for including a potential component unit within the reporting entity is if elected
officials of a primary government are financially accountable for the entity. Financial accountability
exists if the primary governmental appoints a voting majority of the entity's governing body, and if
either one of the following conditions exist: the primary government can impose its will ontheother
entity or the potential exists for the other entity to (1) provide specific financial benefits to or (2)
impose specific financial burdens on the primary government. A second criterion used in
evaluating potential component units is if the nature and significance of the relationship between
the entity and a primary government are such that to exclude the entity from the financial reporting
entity would render the financial statements misleading or incomplete. Based on the above criteria
the Municipality does not have component units to include within its reporting entity.

B. Government-wide and fund financial statements

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

1. Management's discussion and analysis introduces the basic financial statements and provides
an analytical overview of the Municipality's financial activities.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAIIW OF RiO GRANDE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30. 2011

1. ORGANTZATTON AND SUMMARY OF S|GNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

2. The government-wide financial statements (i.e. the statement of net assets and the statement of
activities) report information on all the activities of the Municipality and its component units, if
any. Governmental activities, which normally are supported by taxes and intergovernmenta I

revenues, are reported separately from business"type activities, if any, which rely to a significant
extent on fees and charges for support. lnterfund activity has been removed from these
statements to minimize the duplicating effect on assets and liabilities within the governmental
activities.

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

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

Generul Fund - is the Municipality main operating fund used to account for and report all
financial and reported resources and governmental activities, except for those required to be
accounted for in another fund. lt is presumed that the Municipality's governmental activities
have been reported in the general fund except for transactions for which one of the following
compelling reasons has required the use of another fund: (1) legal requirements, (2) USGMP
requirements or (3) the demands of sound financial administration requiring the use of a
governmental fund other than the general fund. lts revenues consist mainly of taxes, licenses
and permits, intergovernmental, charges for services and other.

Special Revenue FundeFederul grants - is a major governmental fund used to account for and
report the proceeds of specific revenue sources that are legally restricted or committed to
expenditure for specified purposes other than debt service or capital projects. Resources
restricted or committed to expenditure for purposes normally financed from the general fund are
generally accounted for in the general fund provided that all applicable legal requirements can
be appropriately satisfied and the use of special revenue funds is not required unless they are
legally mandated.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RiO GRANDE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

Capital Projects Fund - State and Local Grants - is a major governmental fund used to account
for and report financial resources that are restricted or committed to expenditure for capital
outlays, including the acquisition or construction of major capital facilities, including those
outlays financed by the general obligation bond proceeds (other than those financed by
proprietary funds or in trust funds for individuals, private organizations, or other governments).
The use of the capital projects funds has been limited to only for major capital acquisitions,
construction or improvement activities that would distort financial resources trend data if not
reported separately from the other Municipality's operating activities. The routine purchases of
minor capitalizable assets (such as furniture, office equipment, vehicles and other minor capital
assets or improvements) have been reported in the governmental fund from which financial
resources were used for the payment.

Debt Service Fund -is a major governmental fund used to account for and report for the
accumulation of financial resources that are restricted for, and the payment of, principal and
interest for: (1) bonds payable for which debt service payments are legally mandated to be
accounted for in a debt service fund and (2) certain special long-term obligations for which the
Municipality is been accumulating financial resources in advance to pay principal and interest
payments maturing in future years.

The outstanding balance of certain general long-term obligations for which debt service
payments do not involve the advance accumulation of resources (such as certain notes payable,
obligations under capital leases, accrued compensated absences, landfill obligation, claims and
judgments, net pension liability and other long-term obligations) are only accounted for in the
accompanying statement of net assets. The debt service payments of such obligations are
generally accounted for in the governmental fund which accounted for the financial resources
used for the payment of such debts. Principal and interest due on July 1 of the following fiscal
year are accounted for as a fund liability, if resources are available as of June 30 for its payment.

The other governmental funds of the Municipality account for grants and other resources whose
use is restricted to a particular purpose.

The Municipality periodically undertakes a comprehensive evaluation of its fund structure to
ensure that it complies with all aspects that are of importance to users of general purpose
external financial reports. Consequently, all superfluous funds and some internal funds currently
used by the Municipality in the day-today accounting procedures have not been reported as
individual governmental funds in the accompanying fund financial statements. Accordingly, the
accompanying fund financial statements include only the minimum number of funds consistent
with legal and operating requirements and, consequently, certain types of similar internal funds
have been combined into single funds in the accompa nying fund financial statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF RiO GRANDE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF STGNTFTCANT ACCOUNTTNG POLICIES (CONTINUED)

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

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

6. Notes to the budgetary comparison schedulegeneral fund.

C. Financial reporting presentation

The accounts of the Municipality are organized on the basis of funds, each if which is considered a

separate accounting entity. The operations of each fund are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and
expenditures. Fund types are as follows:

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

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

Specia, Revenue Fund - Section 8 - Special Revenue Fund used to account for revenues derived
from Section 8 Housing Choice Voucher Program. The uses and limitations of each special revenue
fund are specified by Municipality ordinances or federal and state statutes.

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

Capital Projects Fund - State and Local Grants - Capital Projects Fund are used to account for
financial resources used for the acquisition or construction of major capital facilities.

Debt Service Fund - Debt Service Fund are used to account for the accumulation of resources for
and the payment of, general long-term debt principal, interest, and related costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RfO GRANDE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

D. Measurement focus, basis of accounting and financial presentation

Government-wide financial statements - The accompanying GWFS are prepared using the
economic resou rces measurement focus and the accrual basis of accounting. Subject to the
additional rules and limitations detailed below, revenues (including interest on deposits and
investments) are generally recorded when earned and expenses are generally recorded when a
liability is incurred, regard less of the timing of related cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchangelike
transactions are generally recorded when exchange takes place. ln exchange transactions, each
party to the transaction receives and gives up essentially equal values. An exchangelike
transaction is one when there is an identifiable exchange and the values exchanged, though
related, may not be quite equal. The accompanying basic financial statements include exchange
like transactions such as license fees, fines, penalties, forfeitures, permits, charges for services,
and most miscellaneous revenues, which are recorded as revenues when collected because they
are generally not measurable until actually received.

The Municipality groups its non-exchange transactions into the following four (4) classes in the
accompanying basic financial statements: (a) derived tax revenues, (b) imposed noncxchange
revenues, (c) government mandated non-exchange transactions, and (d) voluntary non€xchange
transactions.

ln the case of derived tax revenue transactions, which result from assessments that the
Municipality places on exchange transactions, receivables and revenues are recorded when the
underlying exchange has occurred.

For government-mandated non-exchange transactions (such as intergovernmenta I grants and
contributions), receivables and revenues are generally recorded when all eligibility requirements
imposed by the provider have been met. For the majority of grants, the Municipality must expend

resources on the specific purpose or poect before the provider reimburses any amounts.
Therefore, revenue is generally recognized as qualifying reimbursable expenditures are incurred.

For voluntary non-exchange transactions (such as donations and certain gra nts and entitlements)
receivables and revenues are generally accounted for in the same manner as government-

mandated non€xchange transactions discussed above.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RIO GRANDE

NOrES TO BAS|C FTNANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

Events that are neither exchange nor non-exchange transactions are recorded when it is probable

that a loss has been occurred and the amount of loss is reasonably estimated.

lnterests on deposits are recorded when earned since these revenues are considered both
measurable and available at June 30, 2011. Receipts of any type of revenue sources collected in

advance for use in the following fiscal yeat are recorded as deferred revenues.

According to GASB No. 34, all general capital assets and the unmatured long-term liabilities are
recorded only in the accompanying Statement of Net Assets. The measurement focus and the basis
of accounting used in the accompanying GWFS differ significantly from the measurement focus
used in the preparation of the GFFS. Therefore, the accompanying GFFS include reconciliations, as

detailed in the accompanying table of contents, to better identify the relationship between the
GWFS and the GFFS.

Government Fund Financial Statements - The accompanying GFFS are reported using the current
financial resources measurements focus and the modified accrual basis of accounting. Revenues

are generally recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current fiscal year or soon enough
thereafter to pay liabilities of the current fiscal year. For this purpose, the Municipality generally

considers most revenues (municipal licenses taxes, construction excise taxes, sales and use taxes,
interests on deposits, intergovernmental grants and contributions and certain charges for services)
to be available if collected within sixty (60) days after June 30,2077. At June 3O, 2OLt, all
revenues sources met this availability criterion.

Property taxes are all considered susceptible to accrual if commonly collected within silty (60) days

following the end of the fiscal period, unless unusual circumstances justiry a greater period.

Other revenue sources considered susceptible to accrual include municipal license taxes, sales and
use taxes, construction excise taxes, intergovernmental grants and contributions, interests on

deposits and charges for services. These principal revenue sources meet both measurability and

availability criteria in the accompanying GFFS.

ln a manner similar to the GWFS, but subject to and limited by the availability criteria discussed
above, all revenues, expenses, gains, losses, assets and liabilities resulting from exchange,

exchang+like transactions are also generally recorded when the exchange takes place while all
revenues, expenses, gains, losses, and assets resulting from non-exchange transactions are
recorded when an enforceable legal claim arises or when all eligibility requirements imposed by the
provider have been met, applicable.
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1. ORGANTZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

lnterests on deposits are recorded when earned since these revenues are considered both
measurable and available at June 30, 2011.

Pursuant to the provisions of GASB lnterpretation No. 6, Recognrtion and Measurement of Certain
Liabitities and Expenditures in Governmental Fund Financial Statements (GASBI No. 6), in the
absence of an explicit requirement (i.e., the absence of an applicable modification, discussed
below) the Municipality generally accrues a governmental fund liability and expenditure (including
salaries, professional services, supplies, utilities, etc.) in the period in which the government incurs
the liability, to the extent that these liabilities are normally expected to be liquidated in a timely
manner and in full with current available financial resources. The accompanying Balance Sheet -
Governmental Funds generally reflects only assets that will be converted into cash to satisfy current
liabilities. Long-term assets and those assets that will not be converted into cash to satisfy current
liabilities are generally not accounted for in the accompanying Balance Sheet - Governmental
Funds. At the same time, long-term liabilities (generally, those unmatured that will not require the
use of current financial resources to pay them) are not accounted for in the accompanying Balance
Sheet - Governmental Funds.

The measurement focus of the GFFS is on decreases of net financial resources (expenditures)

rather than expenses. Most expenditures are measurable and are recorded when the related
governmental fund liability is incurred. Allocation of costs, such as depreciation and amortization,
are recorded in the accompanying Statement of Activities, but are not recorded in the
accompanying GFFS.

E. Assets, liabilities and net assets

L. Cash and cash equivalents, and cash with fiscal aEJent- The Municipality's cash and cash
equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.

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

2. Receivables and payables- Activity between funds that arc representative of
lending/borrowing arrangements outstanding at the end of the fiscal year are referred to as

either "due ho/from other funds" (i.e., the current portion of interfund loans) or "advances

lo/frcm other funds" (i.e., the non-current portion of interfund loans). All other outstanding
balances between funds are reported as "due tofrom other funds."
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2. Receivables and payableslContinued)

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

Receivables are stated net of estimated allowances for uncollectible accounts, which are
determined, based upon past collection experience and current economic conditions.
Intergovernmental receivable in general fund represents the balance owed from the
Municipal Revenue Collection Center (CRIM), related to preliminary liquidation.
lntergovernmenta I and federal grant receivable in the special revenue or capital project funds
represent amounts owed to the Municipality for reimbursement of expenditures incurred
pursuant to federally funded or state founded programs. lntergovernmental receivable in the
debt service fund represent the distribution of property tax collected by the CRIM which is
restricted for the debt service.

3. lnventofie* lnventories in the general fund is recorded as expenditure and, consequently,
the inventory is not recorded in the statement of net assets.

4. Capital assets- Capital assets, which include property, equipment and infrastructure assets
(e.9., roads, bridges, sidewalks and similar items), are reported in the governmental activities
column in the governmental-wide financial statements. The Municipality defines capital
asset as assets with an initial, individual cost of more than $25 and an estimated useful life
in excess of one year. Such assets are reported at historical cost or estimated historical cost
if purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

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

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

Capital assets of the Municipality are
following estimated useful lives:

Descriotion

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

depreciated using the straight-line method over the

Useful Life

30 to 50 years
20 to 50 years

10 years
8 yea rs

5 to 20 years
5 to 20 years

Capitalization threshold

$1
$1
$1
$1

$25
$25
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1. ORGANTZATTON AND SUMMARY OF SIGNIFICANT ACCOUNTTNG POLTCTES (CONTINUED)

5. Deferred revenuee ln the GFFS, deferred revenues arises when one of the fotlowing
situations occur:

a. Potential revenue does not meet both the "measurable" and 'available" criteria for
revenue recognition in the current period (unavailable revenue). As previously discussed,
available is defined as due (or past due) at June 30, 2OLL and collected within 60 days
thereafter to pay obligations due at June 30. ln subsequent periods, when both criteria
are met, the liability for deferred revenue is removed and revenue is recognized.

b. The Municipality receives resources before it has a legal claim to them (unearned
revenue). ln subsequent periods, when the revenue recognition criterion is met, the
liability for deferred revenue is removed and revenue is recognized.

Deferred revenues at the government-wide level arise only when the Municipality receives
resources before it has a legal claim to them.

6. Long-tem obligations The liabillties reported in the government-wide financial statements
included general and special obligation bonds and notes, and other long-term liabilities, such
as vacation, sick leave, litigation, long-term liabilities to other governmental entities.

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

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

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

A. Claims and judElments- The estimated amount of the liability for claims and judgments, which
is due on demand, such as from adjudicated or settled claims, is recorded in the general
fund when the liability is incurred.

2a



COMMONWEATTH OF PUERTO RICO
MUNICIPALIW OF RiO GRANDE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011
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9. Fund Balances- ln the current year, the Municipality adopted the provisions of GASB
Statement No. 54, Fund Balance Repofting and Governmental Fund Type Definitions (GASB
No. 54), which enhanced the usefulness of fund balance information by providing clearer
fund balance classifications that can be more consistently applied. This statement
establishes fund balance classifications that comprise a hierarchy upon the use of the
resources reported in governmental funds.

Pursuant to the provisions of GASB No. 54, the accompanying GFFS report fund balance
amounts that are considered nonspendable, restricted, and unassigned, based on the
relative strength of the constrains that control how specific amounts can be spent, as
described as follows:

a. Nonspendabre - Represent resources that cannot be spent readily with cash or are
legally or contractually required not to be spent, including but not limited to inventories,
prepaid items, and long term balances of interfund loans and accounts receivable.

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

c. Unassigned - Represent the residual classification for the Municipality's general fund
and includes all spendable amounts not contained in the other classif ications. ln other
funds, the unassigned classification is used only to report a deficit balance resulting from
overspending for specific purposes for which amounts had been restricted, committed, or
assigned.

Negative fund balance amounts are assigned amounts reduced to the amount that will
raise the fund balance to zero. Consequently, negative residual amounts in restricted,
committed and assigned fund balance classifications have been reclassified to
unassigned fund balances.

The Municipality reports resources constrained to stabilization as a specified purpose
(restricted or committed fund balance in the general fund) only if: (1) such resources meet
the other criteria for those classifications, as described above and (2) the circumstances or
conditions that signal the need for stabilization are identified in sufficient detail and are not
expected to occur routinely. However, the Municipality has not entered into any stabilization-
like arrangements, nor has set aside material financial resources for emergencies and has
not established formal minimum fund balances amounts as of for the fiscal year ended June
30,201,7.
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9. Fund Balances-(Continued)

ln situations when expenditure is made for a purpose for which amounts are available in
multiple fund balance classifications, the Municipality generally spends committed resources
first, and then unrestricted resources. Within unrestricted resources, the Municipality
generally spends committed resources first, followed by assigned resources, and then
unassigned resources, if any.

10. Net Assets- Restricted net assets have been reported pursuant to the provisions of GASB
Statement No. 46, Net Assets Restflcte d by Enabling Legistation (GASB No. 46). Those net
assets consist of net resources restricted by external parties (such as debt covenants,
creditors, grantors, contributions, laws or regulations of other governments, etc.), or net
assets for which constraints are imposed by the constitutional provisions or enabling
legislation.

Enabling legislation consists of legislation that authorizes the Municipality to assess, lew,
charge or otherwise mandate payment of resources (from external resource providers).
Enabling legislation establishes restrictions if it includes a legally enforceable requirement
that those resources be used only for the specific purposes stipulated in the legislation. A
legally enforceable enabling legislation restriction is one that a party external to the
Municipality (such as citizens, public interest groups, or the judiciary) can compel the
Municipality to honor. The Municipality periodically reevaluates the legal enforceability of an
enabling legislation to determine if any of the resources raised by the enabling legislation are
used for a purpose not specified by the enabling legislation or if the Municipality has other
cause for consideration.

The classification of restricted net assets identifies resources that have been received or
earned by the Municipality with an explicit understanding between the Municipality and the
resource providers that the resources would be used for specific purposes. Grants,
contributions and donations are often given under those kinds of conditions. Bond
indentures also often limit the use of bond proceeds to specific purposes.

lnternally imposed designation of resources, including earmarking, are not reported as
restricted net assets. These designations consist of management's plans for the use of
resources, which are subject to change at the discretion of the Municipal Legislature.

ln the government-wide statements, net assets are segregated into three categories:

a. lnvested in capital assets, net of related debt Consist of capital asset balances net of
accumulated depreciation and outstanding balances of any bonds, notes and other
borrowings that are attributable to the acquisition, construction, or improvement of those
assets. This category should not include cash that is restricted to capital assets
acquisition or construction (unspent bond proceeds) and any unamortized debt issue
costs.
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b. Restricted net assets: Represent net assets that are subject to restrictions beyond the
Municipal's control. These include restrictions that are externally imposed (by creditors,
grantors, contributors, or laws and regulations of other governments) or restrictions
imposed by the law through constitutional provisions or enabling legislation (including
enabling legislation passed by the government itsel0.

c. Unrestricted net assets: Represent net assets that do not meet the definition of net
assets invested in capital assets, net of related debt or restricted. Unrestricted assets are
often designated to indicate that management does not consider them to be available for
general operations. These types of constraints are internal and management can remove
or modify them. Designations are not reported on the face statement of net assets.

L7,. Accounting for Pension Costs On July t, 2OO7 , the Municipality adopted the provisions of
GASBS No.50, Pension Drscrosure, which amended GASBS No.27, Accounting for pensions
by State and Local Government Employers, by requiring disclosure of how the contractually
required contribution rate is determined by governments participating in multi€mployer cost-
sharing pension plans.

The Municipality accounts for pension costs from the standpoint of a particlpant in a multi-
employer cost-sharing plan. Accordingly, pension costs recognized in the accompanying basic
financial statements are equal to the statutorily required contributions, with a liability
recorded for any unpaid required contributions.

For the purpose of applying the requirements of GASBS No. 27, the state Government of
Puerto Rico is considered to be the sponsor of the Employees' Retirement System of the
Government of Puerto Rico and its lnstru mentalities (ERS) and System 2OOO, a multi-
employer cost-sharing define benefit pension plan and a hybrid defined contribution plan,
respectively, in which the employees of the Municipality participate. The Municipality is
considered a participant, and not a sponsor, of these retirement systems since the majority
of the participants in the aforementioned pension trust funds are employees of the
Government of Puerto Rico and the basic financial statements of such retirement systems
are part of the financial reporting entity of the Government of Puerto Rico.

72.lnbrtund and intraontity transactions- The Municipality has the following types of
transactions among funds:

a. Operating Tra nsfers- Legally required transfers that are reported when incurred as
"Operating transfer-in" by the recipient fund and as "Operating transfers-out,' by the
disbursing fund.
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L2. lntertund and intrcentity transactions{Continued)

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

13. Risk financing- The Municipality carries commercial insurance to cover casualty, theft, tort
claims and other losses. lnsurance policies are negotiated by the Puerto Rico Treasury
Department and costs are allocated among all the Municipalities of Puerto Rico. Cost of
insurance allocated to the Municipality and deducted from the gross property tax collections
by the Municipal Revenue Collection Center ("CR|M") for the year ended June 30, 2011
amounted to $226,103. The current insurance policies have not been cancelled or
terminated.

The Municipality carries insurance coverage for death and bodily injuries caused by the
automobile accidents. The insurance is obtained through the Automobile Accidents
Compensation Administration (AACA), a component unit of the Commonwealth of Puerto
Rico. This insurance is compulsory for all licensed vehicles used on public roads and
highways in Puerto Rico. The annual premium is $35 per licensed motor vehicle, which is
paid directly to MCA.

The Municipality obtains workers' compensation insurance through the State lnsurance
Fund Corporation (SIFC), a component unit of the Commonwealth of Puerto Rico. This
insurance covers workers against injuries, disability or death because of work or
employment-related accidents, or because of illness suffered as a consequence of their
employment. Cost of insurance allocated to the Municipality and deducted from the gross
property tax collections by the Municipal Revenue Collection Center (CRIM) for the year
ended June 30, 2011 amounted to $372,492.

The Municipality obtains unemployment compensation, non-occupational disability, and
drivers' insurance coverage for its employees through various insurance programs
administered by the Commonwealth of Puerto Rico's Department of Labor and Human
Resources (DOL). These insurance programs cover workers against unemployment and
provide supplementary insurance coverage for temporary disability, or death because work
or employment-related accidents or non-occu pational disability and drivers' insurance
premiums are paid directly to DOL on a cost reimbursement basis.

Under Act No. 63 of June 27,2010, the Legislative Assembly of the Commonwealth of
Puerto Rico, authorized the municipalities to procure and manage at their own discretion all
insurance policies, including those related to health plans been provided to the municipal
employees. The Municipality also obtains medical insurance coverage from one health
insurance company for its employees. Different health coverage and premium options are
negotiated each year by the Municipality. Premiums are paid on a monthly basis directly to
the insurance company.
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14. Use of Estimates - The preparation of financial statements in conformity with USGMP
requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and the disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the
reported period. Actual amounts could differ from those estimates.

2. CASH AND CASH EQUIVALENTS

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

The Municipality adopted the provisions of GASB Statement No. 4O (GASB No. 40), Deposit and
lnvestment R,sk Discrosure, an Amendment to GASB Statement No. 3. This statement requires that
state and local governments disclose essential risk information about deposits and investments.

The disclosure requirements cover four main areas: (1) credit risk, (2) interest rate risk, (3) custodial
credit risk, (4) foreign exchange exposure.

Credit risk - This is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. ln compliance with the laws and regulations of the Commonwealth, the Municipality has
adopted, as it's custodial and credit risk policy, the Statement of lnvestment Guidelines for the
Government of the Commonwealth of Puerto Rico. Accordingly the Municipality invests only in
obligations of the Commonwealth, obligations of the United States of America, certificates of
deposits, commercial paper, bankers' acceptances, or in pools of obligations of the municipalities of
Puerto Rico, which are managed by GDB. According to the aforementioned investment guidelines,
the Municipality does not invest in marketable securities or any types of investments for which credit
risk exposure may be significant. Therefore, the Municipality's management has concluded that the
risk related to any possible loss related to defaults by commercial banks on the Municipality's
deposits is considered low at June 30, 2O7!.

lnterest rate risk - This is the risk that changes in interest rates of debt investments will adversely
affect the fair value of an investment. The Municipality manages its exposure to declines in fair
values by: (1) not including debt investments in its investment portfolio at June 30, 2oll, (2)
limiting the weighted average maturity of its investments to three months or less, and (3) keeping
most of its bank deposits in interests bearing accounts generating interests at prevailing market
rates. At June 30,2011, the Municipality's investments in certificates of deposits are recorded at
cost, which approximates their fair value. Therefore, the Municipality's management has concluded
that at June 30, 2077, the interest rate risk associated with the Municipality's cash and cash
equivalents is considered low.
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Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank failure, the
Municipality's deposits may not be recovered. Pursuant to the Stateme nt of lnvestment Guidetines
for the Government of the Commonwealth of Puerto Rico the balances deposited in commercial
banks by the Municipality are insured by the Federal Deposit lnsurance Corporation (FDIC) generally
up to a maximum of $25O,000 per depositor.

ln addition, public funds deposited in commercial banks by the Municipality are fully securities
pledged as collateral are held, in the Municipality's name, by the agents of the Commonwealth's
Secretary of Treasury. Deposits with GDB are uninsured and u ncollateralized. However, no losses
related to defaults by GDB on deposit transactions have been incurred by the Municipality through
June30,2011. Therefore, the Municipality's ma nagement has concluded that at June 30, 2011 the
custodial credit risk associated with the Municipality's cash and cash equivalents is considered low.

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the value of an
investment or a deposit. According to the aforementioned investment guidelines, the Municipality is
prevented from investing in foreign securities or any other types of investments in which foreign
exchange risk exposure may be significant. Accordingly, management has concluded that the foreign
exchange risk related to the Municipality's deposits is considered low at June 30,2OL1_.

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

Deposits - The Municipality's bank balances in commercial banks of $118,100 in the special
revenue fund - other federal grants, and $2,982,563 in the capital projects fund - state and local
gra nts were fully collateralized at June 30, 2011. ln the other governmental funds there were
deposits with commercial banks of $658,47 4thatwete fully collateralized.

The deposits at GDB of $11,802 in the general fund, the $6,161,916 in the capital projects fund -
state and local gra nts, the $5,019,116 that is restricted for debt service fund, and the $866 in the
other governmental funds, are unsecured and u ncollateralized, as no collateral is required to be
carried by governmental banks.

3. RECEIVABLES

A. Construction excise tax- Construction excise tax receivables amounting to $ L,428,244 in the
general fund represent the amount owed to the Municipality corresponding to the fiscal year
2010-11 that wilt be collected and coilected after June 30,2OLL.
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B. ProperV Iax- Property tax receivable in the general fund represents the balance owed from
the Municipal Revenue Collection Center (CRIM) at June 30, 2O1,7, as described in Note g.
Also, part of this property tax receivable represents the amount due from the CRIM related to
delinquent debts. Following is a detail of the property tax receivables:

Governmental Entitv

Municipal Revenue Collection Center (CRIM)

Total

Governmental Entitv

Municipal Revenue Collection Center (CRIM)

Total

Property tax receivables in the debt service fund represent the amounts due from the CRIM
related to current year advances and delinquent debts. Following is a detail of the property
tax receivables:

Amount

$ 108.839

$ lo8a39

Amount

$ 82.025

$ €2_025

c. Municipal sales and use tax- On July 29, 2OO7, an amended to Act No. tL7 of July 4, 2006,
known as the "Tax Fairness Act of 2006", was enacted with the purpose of establishing a
mandatory sales and use tax of 1.5% at the Municipal Level. The Municipalities of Puerto Rico
are responsible to collect 1% of the corresponding tax with the same exemptions and
limitations that the portion collected by the Treasury Department. The Act provides an optional
surtax on the un-process food. This surtax must be approved by the Municipal Legislature.

The Treasury Department is responsible to create the Municipal Development Fund (.2%), the
Municipal Redemption Fund (.2%) and the Municipal lmprovements Fund (.12d with the
remaining 0.5%.

Municipal sales and use tax receivable of $ 785,372 in capital projects fund - state & local
grants represents filed municipal sales and use tax returns that were uncollected as of June
30,2077, net of allowance for uncollectible accounts.

lntet$overnmental Receivables- lntergovernmental receivables in the general fund represent
receivables from penalties issued by the Commonwealth of Puerto Rico. Following is a detail
of the intergovernmental receiva bles:

D.
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Pro{ram Descriotion

Commonwealth of Puerto Rico - Treasury Department

Total

Community Development Block Grant - Entitlement Grant
Community Development Block Grant - State's Program
Child Care and Development Block Grant
Community Services Block Grant
Even Start - State Educational Agencies
special Program for Aging - Title lll, Part B
Special Program for Aging - Title lll, Part &ARRA
Housing Preservation Grant
Homelessness Prevention and Rapid Re-Housing-ARRA
EnerS/ Effi ciency Conservation Grant-ARRA
Others

Total

lntergovernmental receivables in the other governmental
incurred not yet reimbursed by the local government.
intergovernmental receivables:

Governmental Entitv

Commonwealth of Puerto Rico - Department of Labor and Human
Resources

Total

lntergovernmental receivables in special revenue fund - other federal grants represent
expenditures incurred not yet reimbursed by other governmental entities. Following is a detail
of the intergovernmental receivable:

Amount
ProEram Descriotion

Amount

$ 1.215

$____az5

$ 2L,7 45
55,416

2L3,52L
56,759

183,305
64,100
15,393
27,246
Lt,a75
35,682

1.816

$___680-e58

funds represent expenditures
Following is a detail of the

Amount

s 62.950

$ 62.950
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4. INTERFUND TRANSACTIONS

lnterfund receivables and payables at June 30, 2O!7, and interfund transfers during the fiscal year
ended at June 30,2071, are summarized as follows:

a. Due from/to other fund and advances from/to other fund:

Receivable Fund Pavable Fund Purpose Amount

Payroll and related accruals paid and
not reimbursed, and other

General Fund Other Governmental Funds reimbursable expenditures $ 2AL326

General Fund Special Revenue Fund - Payroll and related accruals paid and
Other Federal Grants not reimbursed 623,051

Capital Proiects Fund - State
General Fund and Local Grants Reimbursable expenditures 20,000

Payroll and related accruals paid and
Capital Projects Fund - not reimbursed, and other
State and Local Grants General Fund reimbursable expenditures 682.669

$L602-046

b. Transfer inlout to other fund

Transfer out Transfer in Puroose Amount

Special Revenue Fund - Transfer offunds for special funds
Other Federal Grants General Fund outlays $ 24,770

Other Governmental Special Revenue Fund -
Funds Other Federal Grants Reimbursement of expenditures 499

Transfer of funds for special funds
General Fund Other Governmental Funds outlays 50,385

General Fund Debt Service Fund Debt retirement 74,790

General Fund Special Revenue Fund - Transfer offunds forspecialfunds
Other Federal Grants outlays 9,601

Capital Projects Fund -
State and Local Grants General Fund Reimbursement of expenditures 27,8t4

Capital Projects Fund - Transfer of funds for special funds
State and Local Grants Other Governmental Funds outlays 653,500

Capital Projects Fund -
Debt Service Fund State and Local Grants Transfer of funds for capital outlays 1.600.000

$ 2.44t.299
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5. CAPITAL ASSETS

Capital assets; those with an estimated useful life of one year or more from the time of acquisition
by the Municipality and a cost of $25 or more, are primarily funded through the issuance of long-
term bonds and loans. A summary of capital assets and changes occurring in 207L, including those
changes pursuant to the implementation of GASB Statement No. 34, follows. Land and construction
in progress are not subject to depreciation:

Balance
June 30. 2O1O

Balance
Additions Retirements June30.2011Governmental Activities:

Capital asset, not being depreciated:

Land
Construction in progress

Buildings and building improvements
lnfrastru ctu re
lnfrastructure improvements
Equipment
Furnishing
Works of art
Computers
Vehicles

Total capital assets being depreciated

Less accumulated depreciation for:

Buildings and building improvements
lnfrastru ctu re
lnfrastructure improvements
Equipment
Furnishing
Works of art
Computers
Vehicles

Total accumulated depreciation

Total capital assets being depreciated,
net

Govetnmental activities capital assets,
net

$16,573,384 $ $ $16,573,384
72.394.280 2.747.703 (859.331) 73.722.052

Total capital assets not beinE depreciated 28.967.664 2.747.7O3 (859.331) 30.295.436

Capital assets, being depreciated:

23,048,188
74,O70,436
73,248,567
3,003,113

117,383
4,625

145,088
5.676.605

59.254.005

(7,333,496)
(6,493,569)
(6,0s5,734)
(2,276,746)

(54,297)
(1,65s)

(101,610)
(5.134.573)

200,043
684,151
884,927
702,477
13,559

5,377
372.752

2.207.O20

(640,973)
(480,299)
(459,s83)
(284,816)

(18,e14)
(463)

(24,93s)
|382.646\

23,244,237
L4,694,547
74,L37 ,494
3,705,924

730,942
4,625

150,465
5.988.757

67.467.O25

(7,974,469\
(6,973,868)
(6,495,317)
(2,567,OO2\

(73,277\
(2,774)

(726,545\
(5.577.2191

Q9.723.7 49\(27.437.720\ (2.292.629\

37.a22.Aa5 (85.609)

$60J90S49 $ 2.101A94

37.737.276

$ 185933D $62,O32J12
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5. CAPTTAL ASSEIS (CONTTNUED)

Depreciation expense was charged to functions/programs of the Municipality as follows:

Governmental activities:

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

Total depreciation expense-governmental activities

6. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

General
Descriotion Fund

Accounts payable $ 2,72A,A94

Accrued liabilities 2943A4

Total $ 2.423218

Special
Revenue Fund CapitalProjects Debt
- Other Federal Fund - State & Seryice

Grants Localcrants Fund

$ 95,8s3 $ 1,481,510 $

Amount

$ LAL432
161,816

7,229,464
73,363

527 ,1,15
t,94t

550
116.948

$_2292-629

Amount

$ 62,L47
5t,37 L

634
1,975

t2.oo4

$--128;L3l

- state & local grants

Amount

$ 238.189

$ 23a.1a9

Accounts payable and accrued liabilities at June 30, 2011 are summarized as follows:

OtheI
Govemmental

Fund Total

$ 285,019 $3,991,276

---------------- 294344

$-------95-eB $----lJAt51O $---28sO19 $!L285*66o

7. DUE TO OTHER GOVERNMENTAL ENTITIES

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

Governmental Entity

Puerto Rico Telephone Company
Puerto Rico Aqueduct and Sewer Company
Puerto Rico Electric Power Authority
General Services Administration
Department of Labor and Human Resources

Total

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

Governmental Entitv

Commonwealth of Puerto Rico - Treasury Department

Total
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7. DUE TO OTHER GOVERNMENTAL ENT|T|ES (CONTTNUED)

The Municipality reached agreements with other governmental entities for the payment of debts on
a long-term basis. These liabilities are presented in the Statement of Net Assets as non- current
liabilities.

During the fiscal year 2OO7-2OO2, the Municipality authorized the CRIM to retain the corresponding
portion for the financing poect of Land lnformation Management System - LIMS, contracted by the
CRIM. A total of $739,506 is to be retained in a ten years period at an interest rate of 5.95%, until
November 28, 2O7!. At June 30, 2O7L, lhe outstanding debt balance was $ 48,159. This amount
will be presented in the government wide statement of net assets.

8. DEFERRED REVENUES

A. Municipal License Tax- The deferred revenues of $ 1,510,976 in the general fund relates to
municipal license tax collected in fiscal year 2010-11that will be earned in fiscal yeat 2Ot7-72.

B. Federal Grants" The deferred revenues presented in the other governmental funds represents
the portion of federal gra nts received for which qualifying expenditures have not been incurred.
Deferred revenues from the federal government are as follows:

Pro€ram Description

Wildlife Restoration
Housing Opportunities for Persons with AIDS
Child and Adult Care Food Program
Others

Total

9. PROPERTYTAXES

Amount

$ 14,018
53,232
6,687
6.tL7

$ ..80-054

The personal property tax is self assessed by the taxpayer on a return which is to be filed by May 15
of each year with the Municipal Revenue Collection Center (CRIM), a governmental entity created by
the government of Puerto Rico as part of the Municipal Governmental Autonomous Law of August
1991. Real property tax is assessed bytheCR|M on each piece of real estate and on each building.
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9. PROPERTY TAXES (CONTINUED)

The assessment is made as of January 1 of each year and is based on current values for personal
property and on estimated values as of 1957 for real property tax. The tax on personal property
must be paid in full together with the return by May 15. The tax on real property may be paid in two
installments by July 1 and January 1. The CRIM is responsible for the billing and collections of real
and personal property taxes on behalf of all the municipalities of Puerto Rico. Prior to the beginning
of each fiscal year, the CRIM informs the Municipality of the estimated amount of property tax
expected to be collect for the ensuing fiscal year. Throughout the year, the CRIM advances funds to
the Municipality based on the initial estimated collections. The CRIM is required by law to prepare a

settlement statement on a fiscal year basis, whereby a comparison is made between the amounts
advanced to the Municipality and amounts actually collected from taxpayers. This settlement has to
be completed on a preliminary basis not later than three months after fiscal year-end, and a final
settlement made not later than six months after year-end. lf the CRIM remits to the Municipality
property tax advances, which are less than the tax actually collected, a receivable from the CRIM is
recorded at June 3O. However, if advances exceed the amount actually collected by the CRIM, a
payable to the CRIM is recorded at June 30.

On January 26,2OOO, Public Law No.42 was enacted which authorized the CRIM to obtain a loan up
to $200,000,000, and for a term not to exceeding 10 years, to allow for the financing of the debt
that the Municipalities of Puerto Rico have with the CRIM arising from final settlements of property
tax advances versus actual collections through fiscal year ended June 30, 2000. The amounts that
the Municipalities will collect from additional property taxes resulting from increases in the subsidy
from the Commonwealth of Puerto Rico to the Municipalities are assigned through this law to repay
such loan. The increase in this subsidy was the result of the Public Law No. 238, enacted on August
15, 1999. On October t7,2OO7, Public Law No. 146 was enacted to amend Public Law No. 42, to
extend the loan amortization period up to 30 years.

Also, on October t7, 2OO2, Public Law No. 172 was enacted, to provide as an option for the
Municipalities to include the debt that the Municipalities of Puerto Rico have with the CRIM arising
from final settlements of property tax advances versus actual collections for the fiscal year ended
June 30, 2001 with the loan authorized through Public Law No. 42 enacted on January 26,2OOO.
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9. PROPERTY TAXES (CONTINUED)

On June 26 7997, Public Law No. 21 was enacted authorizing the CRIM, among other things, to sell
the property tax receivables related to taxpayers who owed property taxes from 79741o 1996. Such
property tax receivables were purchased by the Public Financing Corporation, a subsidiary of the
Government Development Bank of Puerto Rico (GDB) using the proceeds of a bond issuance
executed for such purposes. Said Law imposed the CRIM the obligation to replace uncollectible
property tax receivables with any valid property tax receivable o equivalent in money. Subsequent to
the approval of the Law and to the sale transaction, it was detected that a substantial percentage of
the receivables sold were uncollectible. ln order to protect the economic damage to the financial
structure of municipalities caused by the substitution of uncollectible tax receivables with sound
collectible receivables, on October 77, 2OO7, Public Law No. 146 was approved and enacted.
Through this Law, the CRIM was authorized to obtain a loan from any qualified financial institution
and pay in advance the outstanding balance of the bonds issued and any related cost incurred for
the purchase by the Public Financing Corporation (a GDB subsidiary) of the tax receivables.

The loan is being paid by the municipalities thru a 30 year long term financing negotiated by the
CRIM with GDB on behalf of such municipalities as authorized by the indicated Law. As of June 30
2011, the related unpaid property tax advances presented in the Statement of Net Assets amounted
to $ 853,768.

Residential real property occupied by its owner is exempt by law from the payment of property taxes
on the first $ 15,000 of the assessed value. For such exempted amounts, the Puerto Rico Treasury
Department assumes payment of the basic tax to the Municipalities, except for property assessed at
less than $ 3,500 for which no payment is made. As part of the Municipal Autonomous Law of
1991, the exempt amount to be paid by the Puerto Rico Treasury department to the Municipalities
was frozen as of January L, 7992. ln addition, the law grants a tax exemption from the payment of
personal property taxes of up to $ 5O,0O0 of the assessed value to retailers having annual net sales
of less than $150,000.

The annual tax rate is 8.58% for real property and 6.58% for personal property of which L.030/o of
both tax rates are for the redemption of public debt issued by the Commonwealth of Puerto Rico.
The remaining percentage is distributed as follows: (a) 5.8% and 3.87o, respectively, represents the
Municipality's basic property tax rate which is appropriated for basics and accounted for in the
general fund. A portion of such amount is deposited in an equalization fund together with a
percentage of the net revenues of the Puerto Rico electronic lottery and a subsidy from the
Commonwealth of Puerto Rico. From such fund, a distribution is made to all municipalities; (b)
1.75% represents the ad valorem tax restricted for debt service and accounted for in the debt
service fund.
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10. MUNICIPAL LICENSE TAX

The Municipality imposes a municipal license tax on all businesses that operate within the
Municipality, which are not totally or partially exempt from the tax pursuant to the lndustrial
lncentives Acts of the Commonwealth of Puerto Rico. This is a self-assessed tax based on the
business volume in gross sales as shown in the tax return that is due on April 15 of each year.

Entities with sales volume of $1,O0O,OOO or more must include audited financial statements
together with the tax return. During the fiscal year ended June 30, 20L7, the tax rates were as
follows:

1. Financial business- 1.5O% of gross revenues

v 2. Other organizations- 0.50% of gross revenues

This tax is due in two equal installments on July l and January 1 of each fiscal year. A discount of
5% is allowed when full payment is made on or before April 15.

- Municipal license taxes collected prior to June 30 but pertaining to the next fiscal year is recorded
as deferred revenues.

11. LONG.TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2011, was as follows:

Beginning Borrowin€S Payments oI Ending Due Within
Description Balance or Additions Deductions Balance One Year

Bonds Payable $ 21,470,ooo $2,395,000 $ (797,oo0) $ 23,068,000 $ 1,039,000
Notes Payable 5,425,000 1,920,0OO (270,000) 7,075,O0O 630,000
Property Tax-Treasury
Department 894,423 l7l,o74 (211,669) 853,768 40,655
Compensated absences 2,607,3o4 152,568 (224,640) 2,535,232 200,000
claims and Judgments 1,175,500 - (1,113,000) 62,500 62,500
P.R. Aqueduct and Sewer
Authority - repayment plan 208,905 - (208,905)
Retirement System
Administration - repayment
plan 459,676 - (459,676)

$32381J50 $4-6:i8582 $13377-074 $3.a12.659 $2-020.:t14
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11. LONG-TERM UAB|LTTTES (CONTTNUED)

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

2. Bonds payabl+ The Municipality issues general and special obligation bonds to provide funds
for the acquisition and construction of major capital facilities. Bonds payable outstanding at
June 30, 2071- are asfollows:

Description
Balance at

June 3O, 2011

1995 Public improvement bond for infrastructure's construction with an original
amount of $1,187,000 due in annual installments of $61,000 to $91,000, through
)anuary 7,2019, with interest of 4.5%

1996 Public improvement bond for infrastructure's construction with an original
amount of $1,O45,OO0 due in annual insta ments of $45,OOO to $90,000 through
January 1, 2020, with interest ranging from 4.70% to 6.63%

1996 Public improvement bond for infrastructure's construction with an original
amount of $1,715,000 due in installments of $75,000 to $150,0oo, through July 1,
2020, with interest ranging from 4.7O% to 6.63%

1998 Public improvement bond for infrastructure's construction with an original
amount of $355,000 due in installments of $35,000 to $40,000, through July 1,
2OL2, wilh interest ranging fro m 4.87% lo 6.7 t%

2002 General obligation bond for payment of operational debts with an original amount
of $5,105,000 due in installments of $140,000 to $445,ooo, through July 1, 2026,
with interest ranging from 5% to 8%

2002 Public improvement bond for infrastructure's construction with an original
amount of $1,400,000 due in installments of $1O5,OOO to $155,OO0, through July 1,
2016, with interest ranging from 2.7Oo/oto 8.OOo/o

2003 General obligation bond for infrastructure's construction with an original amount
of $4,746,000 due in installments of $133,O0O to $366,000, thrcugh )uly L,2027,
with interest rangin*frcm 5-OO% to 7.25o/o

2003 General obligation bond for infrastructure's construction and or the acquisition of
a capital asset with an original amount of $1,175,000 due in installments of $35,000
to $95,000, through July 1,2027 , wilh interest ranging from 5.OO% to 6.50%

2008 General obligation bond for infrastructure's construction and or the acquisition of
a capital asset with an original amount of $985,000 due in installments of $45,OO0 to
$105,O0O, through July 1,2023, with interest rangingfrom 3.93% to 7.5O%

$ 599,000

655,000

1,O85,O00

75,000

4,235,O00

760,000

3,934,000

940,O00

865,000
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Description
Balance at

June 30, 2011

2OO9 General obligation bond for land acquisition with an original amount of $700,000
due in installments of $10,000 to $60,000, through July 1, 2033, with interest ranging
from 4.75ok lo 7 .5oo/o

2010 General obligation bond for infrastructure's construction and or the acquisition of
a capital asset with an original amount of $6,995,000 due in installments of $170,OOO
to $640,000, through July 1, 2030, with interest ranging from 4.75yoto 7 .5O%

2011Special obligation bond for operational debts payment with an original amount of
$87O,OO0 due in installments of $10,OO0 to $75,0OO, through July 1,2035, with
interest ranging from 6.50% to 7.5O%

2011 General obligation bond for waste disposal debt payment with an original amount
of $1,525,000 due in installments of $175,000 to $270,000, through July 1, 2017,
with interest ranging from 6.00% to 7.50%

Total

685,000

6,840,000

870,000

1,525,O00

$ 23,068,000

These bonds, except the 2003 Series $1,175,000 bond, are payable from the special ad
valorem property tax of !.7 5o/o which is restricted for debt service and retained by the
Government Development Bank for Puerto Rico for such purposes. The 2003 Series
$1,175,000 bond is payable with General Fund resources. The Series 2011, amounting
87O,OOO is payable with the revenues generated from the collection of the .2/o of the municipal
sales and use taxes Redemption Fund.

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

Year Ending
June 30.

20L2
20L3
20L4
20t5
2016
20L7-202!
2022-2026
2027-2037

Princioal lnterest

$ 1,039,000 $ 898,283
1,116,000 t,540,743
1,164,000 L,463,739
7,24a,OOO 1,381,523
1,338,000 t,293,412
6,549,000 5,055,397
6,150,000 2,43\L37
3,974,000 699,460

2032-2036 490.000 84.000

Total $__23-068-000 $ f5241.694
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3. Notes Payable The proceeds of the issuance of notes payable were used principally to pay

debt incurred in prior years and to cover the expenditures of a special event. The notes are
payable as follows:

The Series 2006 note is payable from the special ad valorem property tax of 7.75% which is
restricted for debt service and retained by the Government Development Bank for Puerto Rico
for such purposes. The Series 2009, amounting 4,570,O0O, is payable with the revenues
generated from the collection of lhe .2o/o of the municipal sales and use taxes Redemption
Fund.

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

Tvpe of notes

2OOGSeries
2009-Series
2010-Series
2011-Series

Total notes payable

Year Ending
June 30.

2012
20L3
20t4
20L5
20L6
2077-2021,
2022-2026
2027-2031

Total

7/t/2OL2 $ 1,555,000
7/1/2028 4,570,000
7/A2OL6 320,000
7/L/2Ot7 1,920,000

Principal lnterest

Range of Balance at
lnterest rates June 30.2011

L.55% to 7 .25% $ 520,000
5 .OOo/o to 7 .5oo/o 4,350,000
6.00% to 7.50% 285,0oo
6.OO%to7.5oo/o 1.920.000

$ 7,075-000

Maturity
Date

Original
Amount

$ 34L,770
457,725
416,250
342,t25
345,563

L234,625
727,3t2
L36.L25

$4045-495

$ 630,000
675,000
440,000
470,000
505,000

1,730,O00
1,455,O00
1.170.000

$ 7875,000

4. Compensated absenceg The government-wide statement of net assets includes
$7,749,502 of accrued sick leave benefits, and approximately $1,385,730 of accrued
vacation benefits, representing the Municipality's commitment to fund such costs from
futu re operations.
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12. PENSION PLAN

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

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

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

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

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

Commonwealth legislation requires employees to contribute 5.775% for the first $550 of their
monthly gross salary and 8.275o/o for the excess over $ 550 of monthly gross salary. The
Municipality is required bythe same statute to contribute 9.27 5o/o of the participant's gross salary.

On September 24, a999, the Act. No. 447 (of May 15, 1951) which created the Retirement System
was enacted with the purpose of establishing a new pension program (System 20OO). Employee's
participation in the current system as of December 31, 1999, may elect to stay in the defined
benefit plan or transfer to the new program. Persons joining the Municipality on or after January 1,

2000, will only be allowed to become members of System 2000. System 2O0O will reduce the
retirement age from 65 years to 60 for those employees who joined the current plan on or after April
1, 1990.
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System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under this
new plan, there will be a pool of pension assets, which will be invested by ERS together with those of
the current defined benefit plan. The Commonwealth of Puerto Rico will not guarantee benefits at
retirement age. The annuity will be based on a formula which assumes that each year the
employee's contribution (with a minimum of 8.275% to the employee's salary up to a maximum of
1O%) will be invested in an account which will either: (1) earn a fixed rate based on the two-year
Constant Maturity Treasury Note or, (2) earn a rate equal lo 75o/o of the return of the ERS'S

investment portfolio (net of management fees), or (3) earn a combination of both alternatives.
Participants will receive periodic account statements similar to those of defined contribution plans
showing their accrued balances. Disability pensions will not be granted under System 20OO. The
employer's contribution (9.275% of the employee's salary) will be used to fund the current plan.

lf at the time of retirement accumulated benefits amount to $10,000 or less may elect to receive a
lump sum distribution up to the accumulated benefits. Under the new program the retirement age is
reduced from 65 to 60 for those employees who joined the current plan on or after April 1, 199O.

Funcltng Policy

The authority under which the funding policy and the obligations to contribute to the ERS and
System 2000 by the plans' members, employers and other contributing entities (state and municipal
contributions), are established or may be amended by law.

Contribution requirements are established by law and are as follows:

Annual Contribution

The Municipality contributions during those yea rs arc recognized as total pension
expenditu reslexpenses in the category of administration as follows:

Municipality
Employees:

Hired on or before March 31, 1990

Hired on or before April 1, 1990

9.27 5% of gross salary

5.775o/o of gross salary up to $6,600
8.275o/o of gross salary over $6,600
8.27 5o/o of gross salary

Svstem 2OOO

$ 404,244

$ 350,276

$ 366,933

Fiscal vear

20LL

2010

2009

Law No. 447

$ 298,615

$ 26a,7a7

$ 298,s90
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These amounts represented the 100% of the required contribution for the corresponding year.

Additionally, changes made in the types and amounts of benefits offered by special laws and cost of
living adjustments, led to a one-tine recommended contribution to fund the retroactive adjustment
related to the changes.

Additional information on the Retirement System is provided in its financial statements for the year
ended June 30,2071-, a copy of which can be obtained from the Retirement System, Minillas
Station, PO Box 42004, San Juan, PR 00940.

13. Fund Balance (Deficit)

As of June 30 2077, fund balance (deficit) is comprised of the following:

Special
Revenue

Fun+Federal
Grants

Capital
Piolec'ts Fun4 Debt
State & Local Service

Othel
Govenmental

Funds TotalFund Balanc€ (Deficit)

Nonspendable:
lnterfund loans receivable

Resticted for
General Government
Heahh and Welfare
Capital Projects
Debt Service

Unassigned

$ 422,932

71,802

$ 422,932

224,644
238,956 238,956

4,059,935
5,101-,747

(83,011) (2,7s4,803)

$___155945 $ 77292.U9

2r2,aa6

8,059,935
5,701-,14t

(2,671,792)

Total Fund Balance (Deficit) $ 12237058)

14.RISK MANAGEMENT

$ - $3Z2,eL $510Lr41

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

any of the past three fiscal years.
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF RiO GRANDE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2011

15. COMMITMENTS AND CONTINGENCIES

a. Federal Grants:

The Municipality participates in a number of federal financial assistance programs funded by the
Federal Government. Although the Municipality's grant programs have been audited in accordance
with the provisions of the Single Audit Act of 1996, through June 30, 2011, these programs are still
subject to financial and compliance audits by the granting agencies and the resolution of previously
identified questioned costs. The amount, if any, of expenditures which may be disallowed by such
audits cannot be determined at this time, although the Municipality management expects such
amounts, if any, not to be material.

b. Glaims and lawsuits:

The Municipality is a defendant in a number of lawsuits arising principally from claims against the
Municipality for alleged improper actions, and other legal matters that arise in the ordinary course of
the Municipality's activities.

With respect to pending and threatened litigation, the Municipality has reported liabilities of
approximately $62,500 for awarded or anticipated unfavorable judgments in the Government-Wide
financial statements. This amount was included in the financial statements and represents the
amount estimated as a probable liability or a liability with a fixed or expected due date, which will
require future available financial resources for its payment.

It is management's opinion, based on the advice of the legal counsel, that the potential claims
against the Municipality not covered by insurance will not materially affect the financial resources
for its payment.

c. Other commitments:

At June 30, 20L7, the general fund had commitments of approximately $716,000 for executory
purchase orders or contracts that will be honored during the subsequent year.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF RiO GRANDE

NOTES rO BAS|C FTNANCTAL STATEMENTS (CONTTNUED)

YEAR ENDED JUNE 30, 2011

16. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS

The GASB has issued the following statements that have effective dates after June 30, 2O7L:

a. GASB Statement No. 60, Accounting and Financial Reporting for Seryice Concession
Arrangements (GASB 60). The requirements of this statement are effective for the fiscal year
commencing on July 7,2077.

b. GASB Statement No. 61, Ihe Financial Reporting Ent ty (GASB 61). The requirements of this
statement are effective for the fiscal year commencing after June !5,2OL2.

c. GASB Statement No. 62, Codification of Accounting and Financial ReportinEiGuidance Contained
in Pre-November 3O, 7989 FASB and AICPA pronouncernents (GASB 62). The requirements of
this statement are effective for the fiscal year commencing on July 1,, 2O!2.

d. GASB Statement No. 63, Financra I Reporting Deferred Outflows of Resources, Deferred lnflows
of Resources and Net Position. The requirements of this statement are effective for the fiscal
year commencing on December t5,2077.

e. GASB Statement No. 64, Derivative lnstruments: Application of Hedge Accounting Termination
Provision (amendment to GASB Statement No. 53). The requirements of this statement are
effective for the fiscal year commencing on June 75, 20LL.

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

17. SUBSEQUENT EVENTS

Act No. 94 issued on June a6, 2otl by the Legislature established an incentive plan for the
payment of real and personal property tax dues, beginning on July 14, 2011. This Act provides an
amnesty to all property tax payers forgiving all penalties, charges and interests of the unpaid
principal of pass-due property tax liability. The period that tax payers have to enjoy for such benefit is
for exactly ninety (9O) days beginning on July 14 through October L7,2O7]-. The unpaid property
taxes covered under this Act are those related to fiscal year 2009-2010 and earlier (for real property
taxes) and for 2008 and earlier for personal property tax.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RiO GRANDE

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
(SEE NOTES TO BUDGETARY COMPARISON SCHEDULE)

YEAR ENDED JUNE 30, 2011

BudEeted Amounts
Orlgnal Final

Actual Amountg
(Budgetary gasis)

(See Note 1)

Variance with
Final Budget

Po6itive
(Negative)

REVENUES:
Property taxes
Municipal license tax
Licenses, permiis and other localtaxes
lnlergovernmental
Rent of property
Fines and forfeitures
lntercst
Miscellaneous

Total rcvenues

EXPENDIIURES, ENCUMBRANCES AND OTHER
FINANCING USEs:
Currenti
General govemment
Public safety
Public worl.€
Health and welfare
Culture and recGation
operating transfer to otherfund

Total expenditures, encumbrances and oiher rlnancing
uses

EXCESS (DEFTCTENCY) OF REVENUES OVER (UNDER)
EXPEN DITURES, ENCUMBRANCES AND OIHER
FtNANC|NG SOURCES (USES) $ . L $__.19a0.53a $ l98a537l

$ 6,946,324
3,200,000
4,020,000
4,736,495

59.000
20,000

400,000
305,O29

L9.@7.244

9,276,294
2,424,524
4,479,994
1,838,531

765.530
98.375

79.647.244

$ 7,732,765
3,200,000
4,020,000
4,736,895

59,000
20,000

400,000
305.029

19.873.649

9,504.629
2,709,a30
4,984,994
L,424,537

7M,O30
98.375

19.873.649

$ 7,56a,rc4
2,946,564
3,041,160
4,340,064

47,506
27,621

592,335
279342

44.742.430

9,6r'.O,922
2,594,532
4,447,977
1,750,833

799,947
134.776

19.763.367

$ 435,429
(2ss,436)
(978,840)
(396,827)
oa,494l

7,627

(85.647)

(1.090.8591

(136,293)
174,194
147,O77
77,694

(55,957)
r36.401)

7LO.322

$18,782,830

52,524
1.036.653

u9a72i07

$ 19,763,367

4,303,845
614,997

(431,565)
tL34.776\

$,2L1:I5A68

Explanation of Diff erences:

Sources/lnf lows ot resouaces:
Actualamounts (budgetary basis)"available for appropriation" from the budgetary comparison schedule
Differences-budget to USGMP:
Non-budgeted transfer in
USGMP adjustmem to revenues

Total Tevenues and other flnancing souroes as reported on the statement of revenues, expenditures, and changes in
fund balances

Uses/outf lows of resources:
Actualamounts (budgetary basis)"total cha rges to approp ations" from the budgetary comparison schedule
Differences.budget to USGAAP:
Non-budEleted expenditures
Prior year encumbrances recorded as currentyear expendituresfor USGMP basis
Currentyear encumbrances recorded as expenditures for budgetary purposes
Non-budgeted transfer out

Total expenditures and other financing uses as reported on the statemenl of revenues, expenditures, and chanEles in
tund balances
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RiO GRANDE

NOTES TO BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED JUNE 30, 2O1O

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgetary Control

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

The Municipality prepares its annual budget including the operations of the general fund.
For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e.,
purchase orders, contracts) are considered expenditures when incurred. For USGMP
reporting purposes, encumbrances outstanding at year€nd are reported as reservations of
fund balances and do not constitute expenditures or liabilities because the commitments
will be honored during the subsequent year.

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

The annual budget as presented in the Budgetary Comparison Schedule.General Fund is the
budget ordinance at June 30, 201,7 representing the original budget. There were no
supplemental appropriations for the year ended June 30, 2011.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF RIO GRANDE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2011

Federal Pass.through
Federal Grantor/Pass.through CFDA Entity ldentifying
Grantor/Program or Cluster Title Number Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE:

Direct Program:
Rural Housing Preservation Grant 10.433

Pass-through the Commonwealth of
Puerto RiceDepartment of Ed ucation:

Child and Adult Care Food Program 10.558 Not Available

$ 25,384

74,489

- Total U.S. Department of Agriculture LOO,273

U.S. DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT:

Direct Program:
Community Development Block
Grants/Entitlement Grants t4.2!a &O9-MG72-0019 1,609,238

Direct Program:
Urban Development Action Plan L4.227 13,755

Direct Program:
Homelessness Prevention and Rapid
Re-Housing(RecoveryActfunded) t4.257 S09-MY-72-0023 229,537

Direct Program:
Section 8 Housing Choice
Vouchers 74.A71 585,643

Pass-th rough the Commonwealth
of Puerto Rico - Municipality of
San Juan:

Housing Opportunities for
Persons with Aids a4.241- Not Available 8O,72O

Total U.S. Department of Housing
and Urban Development 2,514,893
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COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF RiO GRANDE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Federal Grantor/Passthrough
Gtanto/ Ptog/am or Cluster Title Number

Entity ldentifying
Number Expenditures

U.S. DEPARTMENT OF THE INTERIOR

Direct Program:
Wildlife Restoration

Total U.S. Department of the lnterior

U.S DEPARTMENT OF ENERGY

Energy Efficiency and Conservation
Block Grant (Recovery Act funded)

Total U.S. Department of EnerEIy

U.S. DEPARTMENT OF EDUCATION

Pass-through the Commonwealth of
Puerto Rico Department of Education:

Even Start - State Educational
Agencies

Total U.S. Department of Education

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Pass-th rough the Commonwealth of
Puerto Rico - Office of the Ombudsman
for the Elderly: (Cluster of Programs)

Special Program for Aging - Title lll, Part
B - Grant for Supporting Services and
Senior Centers

ARRA-Aging Congregate N utrition
Services for States

15.611

87.728 sc0003091

84.2!3 Not Available

70,320

70,320

246,546

246,546

151,860

151,860

93.O44

93.707

Not Available

OgMPRC1RR

201,062

33,916
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RiO GRANDE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Federal Grantor/Pass.through
Federal Pass.through
CFDA Entity ldentifying

GtantoJ/Prcgrcm or Cluster Title Number Number Expenditures

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Pass-through the Commonwealth of
Puerto Rico - Family Department:

Child Care and Development Block
Grant 93.575 Not Available

ARRA-Child Ca re and Development
Block Grant (Recovery Act funded) 93.713 Not Available

Total U.S. Department of Health and
Human Services

TOTAL EXPENDITURES OF FEDERAL
AWARDS

779,2a2

31,989

446,249

$ 3,s34,141

The accompanying notes are an integral part of this schedule
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COMMONWEALTH OF PUERTO RICO
MUNICIPATIW OF RiO GRANDE

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2011

1. BASIS OF PRESENTATION:

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

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

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

Description

Special
Revenue Fund
Federal Grants

other
Governmental

Funds Total

Per Schedule of Expenditures of Federal
Awa rds

Non federal programs expenditures

Total expenditures in the basie financial
statements $ 2,952,297 3,530,056

2,94A,49a $

3,799

585,643 3,534,141

2,94a,2122,944,4L3

6,482,353
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REPORT ON INTERNAT CONTROL OVER FINANCIAT REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOYERNMENT AUDITING STANDARDS

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

We have audited the financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Municipality of Rio Grande, Puerto Rico,
as of and for the year ended June 30, 20L7, which collectively comprise the Municipality's
basic financial statements and have issued our report thereon dated December 20,2077,
which was unqualified. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standardg issued by the Comptroller General of the
United States.

lnternal Control Over Financial ReoortinE
ln planning and performing our audit, we considered the Municipality of Rio Grande's internal
control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Municipality of Rio Grande's internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Municipality of Rio Grande's internal control over financial reporting.

A deficiency in internalcontro, 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 correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose

described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over financial reporting that might be deficiencies, significant
deficiencies, or material weaknesses. We did not identify any deficiencies in internal control
over financial reporting that we consider to be material weaknesses, as defined above.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOYERNMEAIT AUDITING STANDARDS (CONTINUED)

Comoliance and Other Matters
As part of obtaining reasonable assurance about whether the Municipality of Rio Grande's
financial statements are lree of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be
reported under Goyernm ent Auditing Standards.

We noted certain other matters that we reported to management of the Municipality of Rio
Grande in a separate letter dated March 20,2072.

This report is intended solely for the information and use of management and federal
awarding agencies and pass.through entities. However, this report is a matter of public record
and its distribution is not limited.

/t

-/op Uqq%An(
LOPETVEGA, CPA, PSC

San Juan, Puerto Rico
December 20,2071,

Stamp No. 2575555 of the Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.

Ldpez-l'ega, CPA, PSC

Ccrtified Puhlic Accountrr (s I Nliutas,llrent Advis()ni
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INDEPENDENT AUDITOR'S REPORT ON COMPTIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAT EFFECI ON EACH MAJOR PROGRAM AND ON INTERNAL

CONTROL OVER COMPLIANCE IN ACCORDANCE WTH OMB CIRCULAR A.133

To the Honorable Mayol
and the Municipal Legislature
Municipality of Rio Grande
Rio Grande, Puerto Rico

Compliance
We have audited the Municipality of Rio Grande's compliance with the types of compliance
requirements described in the OMB Circular A-733 Compliance Supplement lhat could have a
direct and material effect on each of the Municipality of Rio Grande's major federal programs
for the year ended June 30,207L. The Municipality of Rio Grande's major federal programs
are identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responsibility of
the Municipality of Rio Grande's management. Our responsibility is to express an opinion on
the Municlpality of Rio Grande's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
the Municipality of Rio Grande's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination
of the Munlcipality of Rio Grande's compliance with those requirements.

ln our opinion, the Munlcipality of Rio Grande complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material effect on
each of its major federal programs for the year ended June 3O, 2011.

Calle Paran6 4I686, El Cerezal, San Juan, P.R. 00926-3144 - Te l. (787) 777-804{ i Fax (787) 764-9377



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITI{ REQUIREMENTS TI{AT COULD
HAVE A DIRECT AND MATERNL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL

CoNTROL OVER COMPLTANCE tN ACCORDANCE W|TH OMB CTRCULAR A-133 (CONITNUED)

lnternal Control Over Compliance
Management of the Munlclpality of Rio Grande is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws,
regulations, contracts, and grants applicable to federal programs. ln planning and performing
our audit, we considered the Municipality of Rio Grande's internal control over compliance
with the requirements that could have a direct and material effect on a major federal program
to determine the auditing procedures for the purpose of expressing our opinion on compliance
and to test and report on internal control over compliance in accordance with OMB Circular A-
133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of
Municipality of Rio Grande's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a
type of compliance requirement of a federal program on a timely basis. A material weakness
in internal control over compliance is a deficiency, a combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis.

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

We noted other matters involving the internal control over compliance and certain immaterial
instance of noncompliance, which we have reported to management of the Municipality of Rio
Grande in a separate letter dated March 20,2012.

This report is intended solely for the information and use of management and federal
awarding agencies and pass-through entities. However, this report is a matter of public record
and its distribution is not limited.

L6pei-l'ega, CIA, PSC

Certifirrl r}rhl;..A..^',nr',n'1, illz lrr !,'n),.r' I Advistrrs
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INDEPENDENT AUDITOR'S REPORT ON .COMPLIANCE WTTI REQUIREMENIS THAT COUTD
HAVE A DIRECT AND MATERIAT EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAT

CoNTROL OVER COMPUANCE lN ACCORDANCE Wlrlr OMB CIRCUTTR A-133 (CONTTNUED)

fukfu,ufr,k-
San Juan, Puerto Rico
March20,2072

Stamp No.2575556 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.

L6pez-l/ega, CIA, PSC

Ce rtificrl Public: Accounrirlts / M.lnilserr!etu Advis()rs
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RIO GRANDE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30,2011

Section I - Summary of Auditor's Results

Financial Statements

,r* 
", "*'lt"a. "tort 

issued: Unqualified

lnternal control over financial reporting:

Material weakness identified? Yes No X
Significant deficiencies identified not considered to
be material weaknesses? Yes None reported X

Noncompliance material to financial statements Yes No X
noted?

Federal awards

lnternal Control over major programs:

Material weakness identified?

Significant deficiencies identified not considered to
be material weaknesses?

TvDe of auditor's reDort issued on comoliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with Circular
A-133, Section .510(a)?

ldentification of major programs:

CFDA Number Name of Federal Program or Cluster

Yes No X

Yes None reported X

Unqualified

Yes No X

74.2L8 Community Development Block Grant - Entitlement Grant

L4.47 7 Section 8 Housing Choice Voucher

Dollar threshold used to distinguish
between Type A and Type B programs

Auditee qualified as low-risk auditee?

$ 300,000

Yes No X
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COMMONWEALTI{ OF PUERTO RICO
MUNICIPALITY OF RIO GRANDE

SCHEDULE OF FINDINGS AND QUESTTONED COSTS (CONTTNUED)

YEAR ENDED JUNE 30, 2011

Section ll - Financial StatemenB Findings

During our audit, we did not detect deficiencies, significant deficiencies, material weaknesses,
or instances of noncompliance related to the general purpose financial statements that are
required to be reported in accordance with Goyernment Auditing Standards.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAIITY OF RiO GRANDE

SCHEDUTE OF FINDINGS AND QUESTIONED COSTS (CONilNUED)

YEAR ENDED JUNE 30, 2011

Section lll - Financial Statements FindingB

During our audit, we did not detect deficiencies, significant deficiencies, material weaknesses,
or instances of noncompliance related to the general purpose financial statements that are
required to be reported in accordance with OMB Circular 4-133.
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COMMONWEATTTI OF PUERIO RIOO
MUNICIPALITY OF RiO GRANDE

SUMMARYSCHEDULE OF PRIOR YEA,R AUDIT FINDINGS

YEAR ENDED JUNE 30, 2011

Prior year audit findings for the Singe Audit of the Municipaliry of Rio Grande were cleared in the
report issued in the year ended June 3O, 2008. No prior year audit findings remained uFcleared
as of the date of our report.
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