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INDEPENDENT AUDITOR'S REPORT

Honorable l\4ayor and Membem olthe
l\.,lunicipal Assembly
l\,lunicipalily of Sabana Grande, Puerio Rico

We have audited the accompanying linancial statements of he govemmenial activlties, each major fund, and lhe

aggregate remaining fund inlormation of Municipality of Sabana Grande, Puefto Rico, as of and for the year

ended June 30, 2010, which collectively comp se the [,'lunicipality of Sabana Grande's basic financial statements

as listed in the table of contents. These fnancial statemenls are the responsibility of Municipality of Saba0a

Grande, Puerto Rico's managemenl. Our rcsponsibility is to express opinions on these fflancial statements

based on our audit.

We coflducted our audit in accodance with auditing standards generally accepted in the United States of

America and the standards applicable to fiflancial audits contained in Govemme,t luditng Sfandards, issued by

the Comptroller General of the United States. Those standards require that we plan and perform ile aldit to

obtain reasonable assurance about whether he fnancial statements are ftee ol material misslatement. An audit

includes examinirg, on a test basis, evidence supporting the amounts and disclosures in the fnancial statemenls

An audit also includes assessing he accounting p.inciples used and the signiicant estimates made by

management, as well as evaluating the ovelalt fnancial statement presentation. We believe that our audit

provides a reasonable basis ioroulopinions.

As discussed in Note 4 to the inancial statements, management has not recorded certain general infrastructurc

assets in governmental activities and, accordingly, has not recoded depreciation expense on those assets'

Accounting principles generally accepted in the united states of America requirc that those general infrastructure

assets be capitalized and depreciated, which would ilcrease the assets, net assels, and expenses of the

govemmental activities. The amount by which lhis departure would affect the assets' net assets, and expenses of

the govemmenial activities is not reasonably deleminable.

ln our opinion, because ol lhe effects of the matter discussed in the p.eceding paragraph. the financial

statements retelred lo above do oot present faidy, in conformity with accounting principles generally accepled in

lhe United States of America, the fnancial position of $e govemmental aclivilies of lhe ltlunicipality of Sabana

Grande, Puerto Rico, as ofJune 30,2010, or the changes i0 linancial position $ereof for the yearihen ended

ln addition, in our ooinion, lhe {inancial slatements refened to above present fai y, in all material respects, the

respective financial position of lhe each major lund, and the aggregale remaining fund information of the

[.lu;icipality of Sabana Grande, Puerto Rico, as ol June 30, 2010, and tle respeclive changes in frnancial

position and, where applicable, cash flows thereof for lhe year lhen ended in confomity with accounting

principles generally accepted in the tJniied States ofAmerica.



INDEPENDENT AUDITOR'S REPORT

(coNTTNUED)

ln accoldance wilh Govemment Auditing Standards, we also issued our report dated February 14, 2011, on our
consideration of the i,4unicipalily of Sabana Grande, Puedo Rico's internal control over financiai reporting and our
tests of its compliance with certain provisions ol laws, regulations, contlacts, and grant agreements and other
matters. The purpose of that report is to describe he scope of our testing of inlemal control over fnancial reporting

and compliance and the result ofhattesting, aod not to provide an opinion on internal control over fnancial repoding
or on compliance. Thal reporl is an inlegral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing lhe resulls ofour audit

Accounting principles generally accepted in the United States of America require lhat the management's discussion

and analysis and budgelary comparison inrormation on pages 3 through I and 46 through 48 be presented to
supplement the basic financial statements. Such infomation, although nota partofthe basic financial statemenls, is
required by the Governmental Accounting Standards Board, who considers il lo be an essential part of financial

reporting for placing the basic financial statements in an appropriate operational, economic, or historical conlexl. We

have applied ce(ain limited procedures to tre required supplementary information in accordance wjth auditing

standards generally accepted in the United States of America, which consisted of inquiries of management about the

methods of prepa ng the infomation and comparing the information for consistency with management's rcsponses

to our inquiries, the basic financial statements, and other knowledge we obtained during our audit ol the basic

f0aocial statements. We do not express an opinion or prcvide any assura0ce on the infonnalion because the limited

procedures do oot provide us with suflicient evidence to express an opinion or provide any assurcnce.

Our audit was conducted lor the purpose of forming opinions on the financial statements that collectively comprise

the l\rlunicipality of Sabana Grande, Puerto Rico's fnancial statements as a whole. The accompanying schedule of
expendltures of federal awards is presented for purposes of additional analysis as required by U.S. Oflice of
l\ranagemeflt aad Budget Circular A-133, Audils of States, Local Govemments, and Non-Profit Organizations, and is
nota required part ofthe financial statements. The schedule ofexpenditures offederalawads is the responsibility ol
maflagement and was derived from and relate dhectly to fie underlying accounting and other records used to

prepare lhe financialstatements. The information has been subjected to lhe auditing procedures applied in the audit
of the ,inancial statements and cerlain addilional procedures, including comparing and reconciling such information

directly to lhe underlying accounting and other procedures in accodance with auditing standards generally accepted

in the United States ofAmerica. ln ouropinion, the inlormation is fairly stated in all material respects in relationtothe
fnancial statements as a whole.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSIONANDANALYSIS

FOR THE FISCALYEAR ENDED JUNE 30,2OIO

The management of Municipality of Sabana Grande, Puerto Rico (Municipality) oflers $is narrative oveNiew and analysis of

- the financial activities of the lrunicipality for the fiscal year ended June 30, 20'10. The l.lanagement's Discussion and Analysis
(MD&A) is designed to focus on the current year activilies, rcsulting changes and cunently known facb, and much of lhe
information is comparable to prior year. This l\rD&A should be read in coniunction with the accompanying basic fnancial

- statements and the accompanying notes to those financial statements.

The new reporling model required by Governmental Accounting Standards Board Stalement No. 34 was implemented durinq

- fscal 2003-2004. This l\rD8A is prepared in order to comply with such pronouncement and, among olher purposes, to provide
the fnancial statements use6 with the following major information:

t a broader basis in focusing important issues;

- * acknowledgement of an overview of the Municipality's inancial activities;
* provide for an evaluation of its financial condition as of the end of the indicaled fiscal year, compared with prior year results;
* identification of uses offunds in lhe financing ofthe Municipality's variety of activities and;

- * assess managements ability lo handle budgetary functions.

FIiIANCIAL HIGHLIGHTS

The following are key financialhighlighls lor lhe fiscalyear:

- * The assets of the lruflicipality exceeded its liabilities at June 30, 2010 by $18,396,842, and at June 30, 2009 by

$16,756,128, as restated;

* The lrunicipality's total net assets increased by $1,640,714 during fiscal yeat 2009-2010:
.:. As of June 30, 2010, the [,,lunicipality's govemmental tunds reported combined ending tund balances of $6,336,777, a

- decrease of $1 399.238 from the prior year:
.:. At June 30,2010, the unrestricted delicit was $7,591,237;
* The lrunicipality's capitalassets inventory increased as a result ol this year's operations. Capitalassets rct ofdepreciation

- as ofJune 30, 2010 was $21,638,839;.t The investmenl in capitalasseb forhis year was $3,689,694;
Loans principal payments were $376,000 and $371,000 in 2010 afld 2009, respectively.

OVERVIEI/V OF THE BASIC FINANCIAL STATEMENTS

- This discussion and analysis are intended to serve as afl introduclion to he l\runicipality's financial statements. The
lrunicipality's basic financial statements comprise hree components: qovemment-wide fnancial stalements; fund frnancial
statements; and notes lo lhe financial statements. This reporl also contains other supplemenlary infomation in additiofl to the

_ basic financial statemenb themselves.

GOVERNMENT.WDE FINANCIAL STATEMENTS

- The governmellwide financial statements are designed to provide readers wilh a broad oveNiew oflhe [,lunicipality's finances,

_ 
in a mannersimilarto a paivate-sector business.

ROMAN TORO & CO., CSP Ce ilied Public Accot$tdk$ and Business Consultants
PO BOX )a$ YAUCO PR 00698-3013 . TEL. (787) 856 622A F.4.Y: t787) 856-6231



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSIONANDANALYSIS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2O1()

GOVERNMENT.WDE FINANCIAL STATEMENTS (COiITINUED)

The Statement of Net Assets presents inlormation on all of the ll,lunicipality's assets and liabilities, with he diflerence between
the two repoded as net assets. over trme, increases or decreases in nel assets may serve as a useful indicator of whether the

linancial position of the [,llunicipality is improving or deteriorating.

The Statement of Aclivilies presenb informalion showing how the Municipaliiy's net assets changed during the most recent
fiscalyear. All changes in nel assets are reporled as soon as the undedying event giving rise 1o the change occurs, regardless

of the tjming of the rclated cash flows. Thus, revenues and expenses are reported in this statement for some items that will

result in cash flows in fulure liscalpeiods.

Eoth o[ the government-wide fnancial slatements of the l\{unicipality are principally supported by taxes and intergovemmental

revenues. The govemmental aclivities of the lrunicipality include general govemment, public safety, public works, culture and
recrealion, health and sanitation, solid wasle disposal, human services and welfare, urban development and education.

Property taxes, municipal lacense tax, state and fede.al granls linance most ofthese aclivities.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts trat is used to maintain conlrol over resources lhat have been segregaled for specific
activities or objectives. The l\,lunicipality, like other state and local governments, uses fund accounting to ensure and

demonstrate compliance with f nance-related legal requirements.

GOVERNMENTAL FUNDS

The Municipality's basic services are rcported in the government fund financial statements The govemment funds are reported

using an accounting melhod called modified accrual accounting, which measures cash and all other frnancial assets that can

eadily be converted into cash. Governmental funds ae used to account for essentially the same functions reported as
governmental activities in the govemmenl-wide linancial statements. However, unlike the governmenlwide fnancial statements,

governmental fund financial statements focus on near-term inflows al|d outfows ofspe0dable resources, as wellas on balances

of spendable resources available at the end of the fscal yea.. Such information may be useful in evaluating a gove.nment's

near-term linancing requirements. Because the focus of governmental funds is narrower han that of the govemment-wide

frnancial statements, it is lsefulto compare the informalion presenled for governmental funds with similar information presented

for governmental activities in the government-wide fnancial statements. By doing so, readers may better understand the long'
term impacl of the government's near-lerm financing decisions.

The lt4unicipality adopts an annual appropriated budgel for its general tund. A budgetary compa.ison stalement has been
provided for the generalfund lo demonstrate compliance with this budget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide addilional information lhat is essential to a full lnderstanding ol the data provided n the govemmenlwide
and fund financial statemenls.

OTHER INFORMATION

ln addition to the basic financial stateme0ts and accompanying notes, this report also presents certain required supplementary

informalion containing budget to aclual comparisons fo. the generaland majorfunds.

ROMAN TORO & CO., CSP Ceiifie.l Public Accontantsa d Busi essCon ltakts
POROX3013 YAUCOPR A0698 3A43 . TEL. (787) 856-6220 FAX: /787) 856-6213



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GMNDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENOED JUNE 30, 2()1()

GOVERNMENT.WDE FINANCIAL ANALYSIS

GOVERNMENTAL NET ASSETS

As noted earlier, flet assets may serye over time as a useful indicator of a government's financial position. ln the case of $e
l\4unicipality, net assets exceeded liabilities by $18,396,842 as ol June 30, 2010 versus $16,756,128 as of June 30, 2009. Our

analysis below focuses on the net assets (Table 'l)and changes in net assets of the [.,lunicipality's governmental aclivities.

Table I
Statement of Ne,t AsseG

Current and non-curent assets
Capilalassets

TotalAsssts

Curenl liabilities
Long-term liabililies

Tot l Liabilities

Netassels:
lnveslnent in capital assels, nel of relaled

debt
Rest cted
Defrcil

Total Net Assets

2010

$ 10,156,150
21,638,839

2009

$ 10,699,386
18,774,943

!1,7elf8e
3,741.326
9,656,821

13,19!JlZ_

17,045,839
8s42,240

17.591,237)

$ 18,396,812

_w_
2,899,197
9,819,004

12,718,201

14,788,864

8,788.617
(6.821,353)

$ 16,756,128

The largest pofton of lhe l\.,lunicipality's net assets reflects its investment in capital assets (e.9. land, buildings, machinery and

equipment), less any related debt used to acquire those assets still outstanding. These capital assets are used to provide

services to citizens; consequently these assels are not available for future spending. ll should also be noted that the resources

required lo repay the related debt must be provided from other sources, since the capital asseb themselves cannot be used to

liquidate these liabilities. An additional podion of the Municipality's net assels represents resources lhat are subject to exlernal

restrictions on how they may b used.

Total Net Assets of the i,4unicipality's governmental activities were $18,396,842, an i0crease of $1,640,714 from prior year. The

unrestricted deficit was $7,591,237 at June 30, 2010.

GOVERNMENTAL ACTIVITIES

Governmental activities increased the Municipality's net assets. (ey elements of this increase are as follows: lhe l\,'lunicipality's

governmental aclivities had net expenses of $8,199,912. However, these services are intended to be primarily funded by taxes,

as opposed to charges for services and grants, and those laxes and other general revenues exceed net expenses by

$1,640,714.

ROM4N TORO &CO., CSP Cenifred Public Atcontants and Business Consultants
PO ROX 3043 YAUCO PR 00698 3043 . TEL. (787) 856-6220 FLY: O87) 856-6213



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANOE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

GOVERNMENT.wlDE FINAT,ICIAL ANALYSIS (CONTINUED)

_ GOVERNMENTALACTIVITIES(CONTINUED}

The lllunicipality experienced a substantial increase in property taxes due to groMh in new conslructioos and the assessed

valuation of prope(y within the Municipality. The cost of all govemmental activities this year was $22,332,268. Table 2 presents

- the cost of each oflhe lllunicipality's largest programs.

Table 2

Statement of Aclivities

Revenues
Granls and conlribulions

Generalrevenues
Properly laxes
Volume of business laxes

Sales taxes
lntergovernmenlai
Rent
Licenses and permils

[{]scellaneous

Charges for services

Tolal revenues

Expenses
Mayor and municrpal egislature

General govemmenl

Public safety
Publicworks
Culfure and recrealion
Heallh and sanitation
Solid wasle disposal
Human services and welfare
lJrban development
Education
interest on longlerm debts

Tolalexpenses

Changes n net assels

Nel assets - beginning as reslaled

Net assets - ending

20092010

23.972,982 22,532,611

$ 11.752.787

2,361,170
962,116
529,505

5,068,340
278,454
444,5U
196,507

2,379,569

$ 11,002,278

1,821,738
877,227
603,335

5,382,M8
273,628
151,471
652,974

1,767 312

2,467,952
2,829,400

562,983
2,437,212

424,381

597,899
91,676

4,788,710
1,672,783

5,263,621

21,532,622

2,479,962
3,420,540

628,986
2,563,291

433,010
79,658

177 3ffi
5,418,791

869,591

5,947,441
313,632

22,332,268

1,640,714 999,989

16,756,128 l5 756,139

! !!,4qM2 !_!.9@

_ GOVERNMENT FUND FINANCIAL ANALYSIS
As noted earlier, the [,lunicipality uses fund accounting to ensure and demonsirate compliance with finance-related legal

_ 
requirements.

ROM4N TORO & CO., CSP Ceiilied Public Accontahts and Business Consultants
PO ROX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 F.4\Y: 1787) 856-6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSIONANOANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2()1()

Table 3

BalanceSheel

Assets:

Total assets - Major Funds
Total assets - Other Funds

Combrned total assets

Liabilities:
Total liabilities - I\,{alor Funds
Total liabilities - Olher Funds

Combined lotal liabililies

Fund Balancesi
Reserved - I ajor Funds
Reserued - Olher Funds
lJnreserved - i,{aior Funds

Combrned total fund balances

Total liabiliti$ and fund balances

2010

$ s,628,661
2,198,031

11,826,692

4,433,388
1,056,527

5,489,915

7,800,736
1,141,504

(2,605,463)

6,336,777

0 I t,826,692

$ s,985,500
2,496,904

12,482,404

3,745,212
1,001,177

4,746,389

8,377,242
1A95,727

(2,136,954)

7,736,015

$ 12,132,401

2009

GOVERNMENT FUND FINANCIAL ANALYSIS (CONTINUED)

Tabl€ 4
Chanoas in Fund Balancas

Revenues:
Tolal revenues - I\,lajor Funds
Tolal revenues - Other Funds

Combined tolai rcvenues

Expenditurcs:
Total expenditures - i/aior Funds
Total expendifurcs - Oher Funds

Combined total expendilurcs

Excess ldeficiency) of €venues over (undel)

expendilures

other lSnancing sources (uses)i

Prcceed ftom issuance of bonds
Tknsfer - ln
Tansfer - Oul

Combined olherfnancing sources (uses), net

Net changes in fund balance

Fund Balance - beginning, as restated

Fund Balance - ending

2010 2009

$ 18,028,658 $ 16,109,345
5,930,451 6,791,948

23,959,103 22,901,293

18,719,889 15,282,310
6,638,458 7,163,868

25,358,347 22,446,178

590,000
348,732

(1.399,238) 1,045115

7,736 015 6,690,900

$ 6,336,777 $ 7,736,015

(1,399,238) 455,115

296,04;
(296,041) 1v8,732)

- 590 000

ROMI-Y IORO & CO., CSP Ce ilied Public Accontants and Business Consulants
PO BOX 3043 vAUCO PR 00698-3013 . rEL.1787) 856-6220 FL{: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSION ANDANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

GOVERNMENTAL FUt,IDS

The focus of the l\,4unicipality's governmental funds is to provide information on near-tem inflows, outflows, and balarces of
spendable resources. Such informalion is useful in assessing the Municipality's financing requirements. ln padicular, unreserved
fund balance may serve as a useful measure of a govemment's net resources available forspending atthe end of its fisc€lyear.
At June 30, 2010, lhe Municipality's govemmenlal tunds reported combined ending tund balances of $6,336,777, a decrease of
$1,399,238 from lhe prior year.

The Municipality has an unreserued fund deficit of $2,803,353 in its General Fund. The remainder of lhe balance is reseNed to
indicate hat it is not available for new spending because il has already been committed; (a) to liquidate prior year obligations
($180,923), (b)to pay debt seryice ($339,259) and (c)for other restricted purposes ($8,619,948).

BUDGETARY HIGHLIGHTS

Budget and actual comparason schedules are provided in the Basic Financial Stalements for the General Fund. The Budgetary
Comparison Schedule of fie General Fund shows lhe original adopted budgets, fie linal revised budget, actual results, and

va ance between the fnalbudget and actualresults for the generaland major specialrevenue lunds.

After the original budget is approved, it may be revised for a variety of reasons such as unforeseen circumstances and other
unanlicipated revenues. Differences between the original 2010 budget and the final amended budget tor the General Fund were
relatively minor and can be summarized as follows:

.:. The original budget was amended to increase expenditures between expendilures accounts.

CAPITAL ASSETS AND DEBT ADMIIIISTRATION

The l\.,lunicipality's investment in capital assets for its governmefltal type activities as of June 30, 2010 amounted to $21,638,839
(net of accumulated depreciation). This inveslmenl in capital assets includes land, buildings, improvements, machinery and

equipment, pa*s, roads, highways, and bridges. The total increase in lhe Municipality's investment in capital assets for the

cunent fiscal year was $3,689,694. Additions dudng lhe fiscal year was principally for building construction, purchase of new

vehicles and machinery and equipment, necessary to provides services lo our citizens. Table 5 present the maior classes of
capitalassets.

Table 5

Capital Assels

Construction in progress

Buildings
lnfrastructu re

Machinery and equipment
l\,4olor vehicles

TotalAssets

Amount

$ 2,210,908

15,450

1,273,673
167,163

$ 3,089.6e1

CSP Ceftifl.d Public ,lccowtahts antl Rusinass Conahants
00698 3043 . TEL- (787) 856-6224 FLY. (787) 856-62]J

ROMAN TORO & CO..
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COMII,IONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCALYEAR ENDED JUNE 30,201O

LONG.TERM DEBT

At June 30, 2010 the Municipality had total of $9,656,821 in

Table 6. Of this amount, $6,863,000 @mprises debt backed

other obligations.

and others outstanding debts, as shown

credit of the government and $2,793,821

general obligations
by the tull failh and

in

is

Table 6
Lonq.Term Debts Amount

General obligations
Special notes

olhers

Total Long Term Debts

$ 6,'168,000

695.000
2.793.821

$ 9.656321

The l\.lunicipality is rcquired to limit the amount of general obligation debt to 10% of the total assessment of property located

wilhin fie Municipality in order for the bonds to be repaid wilh the proceeds of property taxes restricted br debt services. Other
obligations include accrued vacation and sick leave and advances of property laxes. [rore detaibd information about the

[runicipality's long-tem liabililies is presented in the notes to the financial statements. The Municipality continues to meel its

financial needs through prudenl use ol its revenues and creative debtfrnancing programs.

ECONOMIC FACTORS AND NEXI YEAR'S BUDGETS AND RATES

Local, national and international economic factors influence the l\,lunicipality's revenues. Positive economic groMh is corelated
with increased revenues from property taxes, volume of business taxes, sales taxes, charges for seNices, as well as state and

federal glants. Economic groMh in the local economy may be measured by a variety of indicators such as employment groMh,

unemployment, new conslruciion, assessed valuation, and other revenues.

All of lhese factors were considered in preparing the l\ilunicipaljty's budget for the 2010 frscal year. Some cost reductions helped

fund improvements of existing facilities, public safuty and works, economic development initiatives and human seNice

improvemenls.

REQUESTS FOR INFORMATION

This fnancial report is designed to provide a general overview of lhe l\runicipality's frnances for all those with an inlerest in lhe
government's finances. Questions conceming any oflhe information provided in this rcport or requests for additional information

contact the l\,lunicipality's Finance Deparlment at (787) 873-2060.

ROMAN TORO & CO., CSP Ceiifed Public Acconta ts and Business Consuhahts
POBOX 3013 YAUCO PR A0698-)01] . TEL. (787) 856 6220 F,4'Y: (787)856-6233
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COltlI,lONWEALTH OF PUERTO RICO

iIUNICIPALITY OF SABANA GRANDE

STATEiIENT OF NET ASSETS

June 30,2010

Governmental

Activitie3

ASSETS:

Cash and lnlestnenb

Cash wih Fiscal&ent
Receilables (net):

Property T axes

SalesTa)(es

lntergolernmental

FederalGranb

0lhers

CapitalAssets:

Property, Plant and Equipment

Accum ulaled Deprecialion

T otal Capital Assets

TOTAL ASSETS

LIABILI]IES:

Bank olerdrai
Accounts Payable and Accrued Expense

lccrued lnlerest

Dueb GoErnmentalUnils

Debrred Rewnue:

Volume olBusiness Tax

FederalGranls

Long-Term Liabililies:

oue wihin One Year

Due in More lhan oneYear

Tot lLiabililies

NET ASSETS

ln,,ested in Capital rssels, Netof Relaled Debt

Restricted br:

DebtService

OthersPurposes

Unrcsticted (Deficil)

TOTAL TIETASSETS

6,713,448

2,106,115

84,456

23,350

16,057

1,199.636

13,088

10.156150

29 812,247

(8173,408)

21638,839

31,794,989

204s20

1,920,343

61,589

138,267

827,266

588,941

640,763

9,016,058

13,398,147

17,045 839

339,259

8,602,981

17 ,591.237)

18,396,8{2

See accompanying Noles to Easic Financial Slalements

ROMAN TORO & CO., CSP CertiJied Public Acco&ia ts and Business Consuhants
PO BOX 3043 YAUCO PR 00698 3043 . TEL. (787) 856-6220 F,4'Y: (787) 856-6233
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COMMO}.JWEALTH OF PUERIO CO

fi MCIPAUW OF SABAMGRANDE

STATEIEI.II OF ACIIVIIIES

FM T HE FISCAL YE'R ENOED JUIG 30, 2O1O

Program Revenues

Functidls/Programs &penses

Operatiry Capital

Grants and GranG and et{Expense)

Contdbulions Contdhrtion3 Revenue

Chaqes

for Se ice3

GovenmenlalA,tivlie6:

l\,layor and lvunicipal Legidature

Generd Go\emment

PublicSabty

Public Vlbrks

Culueand Reareaton

Healh a nd Sanibtion

Solid Wasleoisosal

HunEn Serlrces and Wdhre

Uban Delelopment

Educalion

lnbreston Long-Tem Debt

Total Govemmental Aclivilie!

2,479,962

3 420,540

628,986

2 563291

433,010

79 658

177 366

5,418791

869,5S1

5,947 441

313,632

2 379 569

110,;s5

12,490

r1,800

1,545,311

5,e45;12

4.126.S79

12,479552)
(3,309,745)

(616,436)

(2,563291)

ll421,210)

(79,653)

(177,366)

(,493,911)

3,257,383

(2,029)

(313,632)

s,840,626

1,6{0,714

16,756,128

i 18,396J{2

11

I 22,332268 2,379,569 7,625!08 4,126,979 {8,199,9',12)

GeneralReEnuesi

Ta€s
ftD peny, bvied lor Genelal Arrposes

PD peiy, hvied lor De bt Services

VoIrE ofBusiness

Sabs, le*ld fo( Ctnerd PulDoses

Sabs, le*rd fof Debt Senices

lnbBovemfDn H
Rent

Lrcenes and Pemits

Miscelhneous

Told C*neld &venues

C'IAIGE 1{ tET ASSEIS

Nel lssab - Beginning ol Yed _ Restabd

I{EI ASSETS. ETO OF YEAR

See accoanpanying Notes lo Basic Financial Slatefienls

RO\'LAN TORO & CO.. CSP Ceiifed Puhlic Acontantsand Business Consuhants

PO BOX 304J YAUCO PR 0069&3041 TEL. (787) 856 6220 F.A-Y: (787) 856-6233

2,003,043

358127

962116

450108

79 397

5 068 340

218454

M,5U
196,507



l,l

l'l

l*l

AT

:EE

,r

lil

l:I

l:I

=r=l""1

,=l,"1

,t
- : "l"l

*
;
:

oqi

h;;

569:

-;9
3=1

*,$lE|:l

E
?n

9
I

E
8



@iTOITVEAIH OF RERTO FTO

II{IOPAIIY OF S'AA{AGRIIOE

SIAiEIE{T OF REIBIIES, BPENMFES,ATD CrllXGts 
'i 

NND BAT'T'ES.6OVEF{ICI{TA FI'I6
FOR IHE FSCAL YEARETIDE) JI'IE S, AO

co86 6ffibl GosnHt l

Tod fi*68 9w2A 469383 566.156 3'10 65 071 5,930I5r a,953,109

RB/E UES

Fro0edyTd6 $ 1,924,996 I t $ I
Sra a 4501ts

vdmdBEbTrc 962116

FederdAssstsB 4 69383

Intss@mtrstd 5 68.310 - 566.456 8,r! 625 0/1

riffi P.rmrs 1445.J4

Re 2lS!54

V6lehs X0531

qPEIOIURES

vrlo ,{MfDpl L€gsdue 2 {51601

G$sd G66@l 2 7!€327 14 111 32.&19

qD(srBy 479390

Adk 'rvolG 2 296.419

193602

neit "ndshHm 251235

-u6sd{esa{wdEe 'ft0J1
u6-DeElop@rl 639 341 735,m7

Ed(Etm {69333

C-aildorrby 92 S75 zzw

qrirl

Iod &psk lu6 9,R6 138 4 69:83 7'16 333 55.349 735.m7

Acs (delcFcy) ol @rE @ (u'ds)

apdtJte (3169c0) l1t98n (545@ (100.936)

oTrf, Fr{Aierc sJRc6 (6ES)

Trad4 h

_l3gl ___________: _
Tod ols FM.q Sqr6 ad us 1296040 _
NdcnalehFu,nBdtrE (012950 0r98rl F4 509) (100.936)

Ftrrd Bde- Begininq 6 Rer*d 0,$2513) 4704 730 1-536.075 1!01.203

FhdbluB.Endhs i (2,!05,r{a} t i {,52a$3 3 1,01,566 I 1,t9426-f-$try,\F-

I r>a.127 $ 22a312i

79397 5Ai05
9@ 116

25sJ2 99z160
2914a56 9.175tr63

e5v
. 278454

zlg 6E

2lil.6t9

2,,153!01

31520 2,92?!13

16661 5€6S51

9950 40s552

2 5t1t)31 2,a4372

1709t43 2.7696t

140818 4 269945

1255058 5,911!41

t42@ 189!64

3760@ 376im

3136U 313632

275t679 6 633453 25 353-34/

(7m007) (r 399233)

296041

(296Mr )

296041

296041

(1r1966) (r.39{238)

1553i170 7.736!15

I 1,1415M I 6,$6,m

See accompany ng notes to Easic Financlal Slalemenis

ROMANTORO & CO., CSP Cetllied Public Accontantsand B siness Cohsuhants
PO ROX 3013 vAUCo PR 00698 3013 . TEL. (787) 856-020 Flx: (787) 856 6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GRANDE

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NETASSETS

FOR THE FISCALYEAR ENDED JUNE 30.2(]1O

- TotalFund Balances - Govemmertal Funds (Page l2)... $ 6,336,7n

Amounts reported for Govemmental Activities in fie Statement of Net Assets are different because:

Capital Assets used in govemmental activities are not financial resoulces and therefore are

not reported in $e funds. ln the cunent period, these amounb are:

- HonDepreciablecapitalAssets.................................. 5,969,386

Depreciable CapitalAssets 20,013,293

lnfrastrucfure Assets........ 3,829,568

- Accumulated Depreciation. (8.173,408)

_ Total Capital Assets.............. 21.638.839

Some of the Municipality's revenues will be collected after year end, but are not available

soon enough to pay fol the cunent period's expenditures and therefore, are defened in

- the funds:

l\,lunicipal Revenue Collection Center.................-....... 78,047

- Some liabilities are not due and payable in the cunent pedod and lherehre are not reported

in the funds. Those liabilities consist ot

GeneralBondsandNotesPayable........................... (6,863,000)

Crmpensated Absences.. (2,201,810)

State DepaftmentofLabor-Unemployment.......... ( 75,589)

- Totallong-Tem Liabilities..

_ 
Total Net Asseb ot Govemmental Aclivities (Page 10)..,,..,,

See accompanying Noles to Basic Financial Statements

LIMS Repayment Plan..... ( 48,998)

Property Tax Advances ... | 70,322)

R9MIN TORO & CO., CSP Ce ilied Public ALcoMta ts and Business Consuha ts

Po Box 3043 YAUCO PR A0693-3A1J TEL. (787) 856 62)0 F,4"Y. 1787) 856-621J

(9.656.821)

$r8396312
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OFACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

- Net change in Fund Balances - Total Govemmental Funds (Page 13)...................,...., $ (i,399,238)

Amounts reported for Govemmental Activities in he Statement of Activities

are different because:

Govem mental funds report capitaloutlays as expenditures. However, in the Statemenl of

Activities $e cost of those asseb is allocated over their estimated useful lives and reported

- as depreciation expense. ln the curent period, these amounts are:

UrbanDevelopmentandCapitalOutlay..................... 3,689,694

Depreciation Expense...... {825 798)

- Excess ofcapitaloullay over Depreciation Expense....................... 2,863,896

Revenues in the statement of activities that not provide curent linancial resources are

- 
not reported as revenue in thefunds..... 78,047

Revenues in the govemmentalfunds that correspond to prior year resources are not recorded

as revenue in the Statement of Activities................... (64,174)

Repayment of debt ploceeds principalis expenditure in the govemmental funds, butfie repaymenl

reduces Long-Term Liabilities in the Slatementof NetAssels. ln the curentyearthe

_ repayments were. .................................... 376,000

Some expenses reported in fie Statement of Activilies do nol require lhe use of current

financial resources and theretore are not reported as expenditures in govemmental funds.

- These activities consist of:

lncrease in Compensated Absences......................... (177,683)

DecreaseinPlopertytaxDebt-Ley142........... 7,651

- Decrease in Property lax Debt- Ley 146................ 1,452

Decrease in Lllrs Repayment P1an....................... 30,352

lnclease in Shte DepartmentofLabor-Unemployment............... .. (75.589)

- TotalAdditional ExPnditures ................................ .. {213 817)

Change in Nel ksets ol Governmental Acilvities (Page 11).............. ...,,...,........ .... .... $ L010J14

See accompanying Noles to Basic FinancialStalements.

ROMAN TORO & CO., CSP Ceiilied Public Accontants and Rusiness Cortsulants
POBOX3013 YAUCq PR 0069&1043 TEL. t787)856-6220 F.,l,Y: (787) 856-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GMNDE

NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCALYEAR ENDED JUNE 30,20IO

NOTE I . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Sabana Grande, Puedo Rico (l\.lunicipalily) was lounded in the year 1813, and operates as a governmental

un it of the Commonwealth of Puerlo Rico, under lhe Law Number 81 of August 30, 1 991 , known as 'Autonomy l\.lun icipalities

Law of the Commonwealth of Puerto Rico". The governmental system of lhe l,ilunicipality is composed of the executive and

legislative bodies. The l\,4ayor is the Chief Executive Officer and is elected every four years in the general elections of the

Commonwealth of Puerto Rico. The legislative body consists of fourteen Legislators also elected in the general elections of

Puerto Rico fora fou.-year period.

The i,4unicipality provides services such as: health, public works, sanilation, aids aod services to low-income and elderly

citizens, public safety, housing and ufuan development, culture and recrcation, planning, zoning and othel general and

administrative services.

The accounting policies of the l!4unicipality conform to accounting principles generally ac.epted in the United Siates ofAmerica

as applicable lo governmental unils. The following is a summary ofthe more significant policies.

The accompanying basic frnancial statements of the lllunicipality have been preparcd in conformity wilh accounting principles

generally accepted in the United States of America (GMP) as prescribed by the Govemmental Accounting Standards Board

(OnSa1. The ClSe is the standad-setting body for govemmental accounting and fnancial reporting. The GASB periodically

updates its codification of lhe existing Govemmenlal Accounting and Financial Repoffng Standards which, along with

subsequent GASB prono!ncements (Statements and lnlemretations) constitutes GAAP for govemmental un its.

ln June 1999, the GASB issued Statement Number 34, Basic Financial Statements-and Management's Discrsslbn and

Anatysislot Stale and Local Govennents. This statement establishes new financial reporting rcquirements for state and local

govemments. The Municipality adopled the provisions of GASBS No. 34 as well as other statements referred lo bellow as of

July 1, 2004. They rcquire new information and restructure much of the information that governments have presented in the

past.

As previously mentioned, olher GASB Slatements and lnterpretalions were required to be implemented in conjunction wilh

GASBS No. 34. Therefore, the l\runicipality has impleme0ted the following GASB Statemenls in the fiscal year 2003-2004:

GASBS No. 37. Basic Financial Statements-and Managenent's D,scusslon and lralysis-for State and Local Governnents:

Omribus, GASBS No. 38, Ceiain Financial Statemerl Note Disciosures, GASB No. 41' Brdgetary Conpatison Schedules -
Pe$pective Differences, afld GASB lnterpretalion No.6, Recognition and Measurcnenl of Cetain Liabilities and Expenditures

in Govenmental Fund Financial Stat lents.

The accompanying basic linancial statements present the financial position and the results of operations ol he Municipality and

its various funds and fund types, and the cash flows ofthe proprietary funds. The basic fnancial statements are presented as of

June 30, 2010, and for the fiscal year then ended. The more sig0ilicant of these accouflting policies are described below and,

where appropriate, subsequent pronouncements will be referenced.

RO\LLN TORO & Co.. CSP Cetlilied Puhlic Accontantsand Business Consuhants

PO BOX 3013 YAUCO PR 0069&3043 . TEL. 1787) 856-6220 FAX: (787) 856-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

NOTE I - SUII|MARY OF S|GN|FTCANT ACCOUNTING POLICIES (CONTINUED)

A, Financial Reporling Entity

The accompanying basic fnancial statements include all departments and organizations units whose funds are under lhe

custody and conlrcl of the lrunicipality. ln evaluating the lrunicipality as a reporting entity, management has addressed all the

potential component units. The decision to include a potential component unjt in the reporting entity was made by applying the
provisions ofGASBS No. 14.

The basic criteria for including a polenlial component unit wilhin lhe reporling entity is if potential component units are fnancially

accountable and other organizations for which the nature and significance oi heir rclationship with the entity are such that

exclusion would cause the Municipality's fnancial statements lo be misleading or incomplete. The GASB has set forth criteda to

be considered in determining fnancial accountability. These criteria include appointing a voting majority of an organization's

governing body and (1)abilily of$e Municipality to impose its willon that organization or (2)the potentialfor the organization to

provide specific financial benefits to, oI impose specific financial burdens on lhe l\4unicipality.

The relative importance of each criterion must be evaluated in light of specifc circumstances in order to detennine which

components units are to be included as part of the repo ng entity. Our specmc evaluations of the criteria applicable to the

lrunicipality indicate no organizations meet the criteria to be included as component units. Accordingly, these basic frnancial

statements presentonly the Municipality as the reporting entity.

These fnancial statements present the respective fnancial position of the govemmental etivities, each maior fund, and the

aggregate remaining fund information of the Municipality, as of June 30, 2010, and the respective changes in linancial position,

where applicable, thereof for $e fiscalyear then ended.

B. Measurement Focus and Bagis ofAccountirg

Government.Wide Financial Statements

The govemment-wide financjal statemenb (the Statement of Net Asseb and the Statement of Activities) are reported using the

economic resources measurement focus and the accrual basis of accounting. Revenue is recoded when eamed and expenses

are rccorded when a liability is incufied, regardless of the tjming ol .elaled cash iows. Grant and similat items are recognized

as revenue as soon as all eligibility requirements have been met.

Governmental Fund Financial Statements

The governmental fund fnancial statements are repoded using lhe current financial resources measurement focus and the

modmed accrualbasis ofacclunling. Revenues are recorded when susceplible to accrual;as soon as itis both measurable and

available.'Available'means collectible within the current period orsoon enough thereafter, normallywithin sixty (60)days, to be

used to pay liabilities ol the cu rrent pe od. Expenditures are generally recogn ized when the related liability is incuned.

ROMAN TORO & CO., CSP Ceiifed Public Accooltants and Busin.ss Cotsultants
PO BOx 304t YAUCO PR 00698-1043 . TEL. (787) 856-6220 FAX: (787) 856 6233 i



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, MlO

NOTE I - SUMMARY OF SIGN|FICANT ACCOUNTING POLICIES (CONTINUED)

B. Measurement Focus and Basis ofAccounting (Continued)

The exceplion 1o this general rule is the principal and intereston general obligalion long-term debt and compensated absences,

ifany, are recognized when due.

ln applying he "susceplible to accrual'concept to intergovernmental revenues (federal grants) puEuant to GASBS N0.33,
Accounting and Financial Repoting fot Nonexchange lrarsacl,ons (the lrunicipality may act as either provider or recipienl), the

provider should recognize liabilities and expenses and the recipienl should recognize receivables and revenue when the

applicable eligibility requirements including time requirements, are met. Resources transmitted before the eligibility requi.emenh

are mel should, under most circumstances, be reported as advances by the provider and delerred revenue by the recipient.

There are essentially two types ol revenue. For some grants, funds musl be expended by the ltlunicipality on $e specifc
pupose or project before any amounb will be reimbursed. Revenue is, therefore, recognized as expendilures are incured to

the extent avaihbb. For the other revenue, moneys are virtually unrestricted and are generally revocable only for failure lo

comply with prescribed compliance requirements. These resources are reflected as rcvenue at the time of receipt or ea.lier if

the susceptible lo accrualcriteria is met

Expenditures are generally recorded when a liability is incuned, as under a@rual accounting. Modificalions to the accrual basis

of accounling include the following:

t Employee's vested annual vacation and sick leave is recorded as expenditure when utilized. The amount of accumulated

annual vacation and sick leave unpaid at June 30, 2010, has been reported only in the govemment-wide fnancial

statements.

C. Financial Statement PrBenlation

The basic fnancial statements include both govemme0t-wide (based on lhe l!y'unicipality as a whole) and fund ,inancial

statements. While the previous frnancial rcporiing modelemphasized fund types {the totalof allfunds ofa pa cularlype), in lhe

new financial model the locus is on either the l\4unicipality as a whole, or major individual funds (within the basic financial

statements). Both the govemmenlwide and fu0d financial statements (wilhin the basic financial stalemenls) calegorize primary

activities as either govemmenlalor business type.

Governmeni.Wide Financial Slatemenls

The governmenlwide fnancial statements (the Statement of Net Assets and he Statement ofActivities) report information ofall
the aclivilies of the Municipality. For most part, he effect of interfund activity has been removed from these governmenlwide

financial statements. Governmental activities, which normally are supported by taxes and intergovernmental revenues, are

reported separately from business-lype activities, which relyto a sig nificant extent on fees and charges forsupport.

The focus of the Statement of Nel Assets is designed to be simihr to bottom line rcsults for lhe l.,lunicipality and its

governmental activities. This statement, for the frst tjme, combines and consolidates govemmental fund's cunent financial

resources (shon-tem expendable rcsources)with capitalassets and long-term obligations.

ROMAN TORO &CO., CSP Ce, tilied Public Accomtantsand Business Consuhants
Po Box 3043 YAUCO PR 00698-3043 . IEL. (787) 856-6220 F.ILY: (787) 856 6233 
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCALYEAR ENDED JUNE 30,2O1()

NOTE I - SUMMARY OF StGNtF|CANT ACCOUNTING POLICIES (CONTINUED)

C. FinancialStatemenlPresentation (Continued)

The StatementofNel Assets presents the repofting entities'assets and liabilities, with the difference reported as net assets. Net

assets are reporied in thrce cabgoriesi

€. lnvested in Capital Assets. Nel of Related Debt - These consists of capital assets, net of accumulated depreciation and

amortization, and reduced by outstanding balanc€s for bonds, notes, and olher debt that are attributed to lhe acquisition,

conslruction, or improvemenl oflhose assets.

t R6tricled Net Assets - These results when cooslEints are placed o0 net assets use, which can be either extemally

imposed by creditors, grantors, contributors, and the like, or imposed by law through constitutional provisions or enabling

legislation.

* Unrestricied Net Assets - These consists of net assels which do not meet lhe defnition of the two preceding categories.

Unrestricted net assets often are designated, to indicate hat management does not consider them to be availabb for

general operations. ljnrestricted net asseis often have constmints on resources that are imposed by management, but can

be removed or modifed.

When both rcstricted and unrcst cted resources are available lor use, generally it is the l\.,lunicipalily's policy to use restricted

rcsources first, then the unrcstricted resources as they are needed.

The Statement of Activities is focused on both the gross and net costs per functional category. The statement reduces gross

expenses (including depreciation) by related prcgram rcvenues, operating and capital grants. This is intended to summarize and

simplify the user's analysis of cost ofvarious governmenlalservices.

Governmental Fund Financial Slatements

The fund fnancial statemeots (the Balance Sheet and the Slatement of Revenues, Expendihrres, and Changes in Fund

Balances) are, in substance, very similar to the froa0cial statements presented in the previous fnancial reporling model.

Emphasis here is on the majorlunds in the govemmental category. Non-majorfunds are summarized into a single column.

Traditional userc of govemmenlal fnancial statements will frnd fie Fund Financial Statements presentation more familiar. The

focus is on irajor Funds, rather han he previous financial model's fund types. The Governmental Major Fund Statements are

presented on curenl financialresources and modilied accrualbasis ofaccounting.

This is he manner in which hese funds are normally budgeted. This presentalion deemed most appropriate to (a) demonstrate

legal and covenant compliance, (b) demonstrate the source and use of liquid resouces, and (c) demoflslrale how the

It unicipality's actual experience conforms to the budgeted fiscalplan.

Since lhe governmental fund statements are preseoted in a different measurement focus and basis of accounting lhan the

governmenlwide statements, reconciliation is preseoted and a separale explanation foreach differences

ROI\LAN TORO & CO., CSP Certilied Public Accontantsand Business Consuhants
PO BOX 3013 vAUCO PR Cr0698-3043 . TEL. (787) 856-6220 F,LY: (787) 856-6233 
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2OIO

NoTE I - SUITIMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C, Financial Statement Presentation (Continued)

The i,4unicipality reports its inancial position (Balance Sheet) and results ol operations (Statement of Revenues, Expendilures

and Changes in Fund Balance) in funds, which are considered separale accounting entities. The opemtions of each fund are

accounted lor within a set of self-balancing accounls. Fuod accounting segregates funds according to their inlended pupose

and is used to aid management in demonstrating compliance with legal, financial, and contractual provisions.

The new model as defined in GASBS No. 34 established criteria (percentage of the assets, liabilities, rcvenues, or

expeflditures/expenses of either fund category in the govemmental fund) for the determination ol majo. funds. The non-majol

funds are combined in a single column in the fund linancial statements. The Municipality reports the following majorfund:

General Fund - This is he general operaling fund ofthe lrunicipality. lt is used lo account for all financial resources,

exceptthose required to be accounted for in anothelfund.
Head Start Fund - This is the fund used lo ac.ount for all transactions of the Head Start Program. The objectives to

lhis program are to provide comprehensive health, educational, nutritional, social and other developmental services

primarily to economically disadvantaged pre-school children and infants and toddlers so lhat the children will attain

schoolreadiness.
Slate Assionment Fund - This is lhe fund used lo ac.ount for all lhe transactions of the State Assignment by

Legislature Resolutions. The pdmarily obiectives of this assignments is the developmenl of p.ojects on communities,

nolfor-prolit organizations and indi.ect assignmenl to persons of low and moderate income.

Loans Fund - This ls the fund used to account for all linancial resources and transactions related to the loans for

operational pur@ses, construction puDoses and capital outlays ofthe [,4unicipality, which is financed by loans lrom the

Govemment Development Bank of Puerlo Rico.

Capital Proiects Fund - This is the fund used to accountfor all graflts and other rest cled revenue sources related to

construction projects The uses and limilations of each capital projects fund are specitied by l\,lunicipality ordinances or

fuderal and slate slatutes.

CDBG Fund - CDBG Fund is used to account for revenues derived from the Department of Housing and Uban
Development, related to Community Development Block Grants - State Program.

GASBS No. 34 eliminales the presentalion of Accouni Groups, but provides for these records to be maintained and incorporates

the information inlo the Governmenta I column in the Govemmenlwide Slatementof NetAssets.

D. FinancialReportingPresentation

The accounts of the Municipality are organized on he basis of funds, each if which is coflsidered a separale accounting entity.

The operations ofeach fund are accounted for wilh a separate set of self-balancing accounts that comprise its assets,liabilities,

fund equity, revenues, and expeditures. Fund types arc as follows:

General Fund - ls the general operating fund of the [runicipality. lt is used lo accouni for all governmenlal activity,

exceptlhose required to be accounted for in anoihe.fund.

Special Revenue Fund - Local and State GEnts - This is the fund used to account fol revenues derived from local

funds, slate grants or other rest cted revenue sources. The uses and limitalions ol each special revenue fund are

specified by Municipality ordinances or slale statutes.
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COMMONWEALTH OF PUERTO RICO

[,IUNICIPALITY OF SABANA GRANOE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1()

NOTE r - SUMMARY OF S|GN|F|CANT ACCOUNTING POLICIES (CONTINUED)

D. Financial Rspoding Presentaiion (Continued)

Special Revenue Fund - Ssction 8 Voucher Prooram - This is lhe fund used to account for revenues dedved lrom

section I choice voucher program. The uses and limitations of each special rcvenue fund are specified by ltlunicipality

ordinances or federaland state stalutes.

Srecial Revenue Fund - Head Start - This is he fund used to a@ount for revenues derived from head start program.

The uses and limitations of each special revenue fund are specified by Municipality ordinances or federal and state

statutes.

Debt Service Fund - This is the fund used to account fol the accumulation of resources fol and the payment ol
general long-term debt principal, interest, and related costs.

CaDital Proiects Fund - State and Local Grants - This is be fund used to account for inancial resources used for

the acquisition or construction of major capital facilities. The uses and limitations of each capital projects ftlnd are

specified by [Iunicipality ordinances or state statutes.

Capital Proiects Fund - Federal Grants - This is lhe fund used to accouflt for revenues derived from federal grants

related to capital projects. The uses and limitations of each capilal projects tund are specified by [,'lunicapality

ordinances or federaland state stalutes-

Special Revenue Fund - Federal Grants - Special Revenue Funds are used to a@ount fur revenues derived lrom

fedeEl grants. The uses and limitations of each special revenue fund are specilied by Municipality ordinances or

federal and state statutes.

E. Budgetary Data

The lllunicipality annually adopts the Budget Resolution for all operating tunds of the Municipality except for cerlain restricted

accounts of Prop etary Funds and Special Revenue Funds. Budgetary conkol is legally mainlained at the fund level. The

budget is prepared using the modifed accrual basis of accounting wilh encumbrance included as budgetary basis expenditures.

The l\,lunicipality's Budgel Resolution provides transfer authority (1) to lhe Nlayor and he l\y'anagement and Budget Direclor,

within and between depa(ments and tunds, as long as lhe total budget of the lllunicipality (net of interfund transfeE) is not

i0creasedi (2) to the l\,,lanagemenl and Budget Director to implement grant budgets as lhe grant applications are accepted by

$e l\,,lunicipality; and (3) to lhe i,4anagement and Budget Diector to amend (re-appropriate) each new yeals budget, to the

extent of oulstanding encumbrances, and/or unexpended projecugranl appropriations at year end. Municipality's Legislature

action is required for (1) use of the budgeled Legislaturc contingency, and (2) the approval of supplemental appropriations

During the year, several supplemental appropriations were necessary.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,2()1()

3.

4.

NOTE I - SUMMARY 0F StGN|F|CANT ACCOUNTTNG POL|CtES (CONTTNUED)

E. Budgetary Data (Continued)

The budget columns (original and final budgets) of the Budgetary Comparison - General Fund reflect the original budget and

lhe amended budget (which have been adjusted for legally autho zed revisions of the annual budgets during the year).

Approp ations, except remaining project appropriations, encumbraoces, and unexpeflded grant appropriations, lapse at the end

ol each fscalyea..

Amendments to the budget, including transferc, require the approvalolthe i,4unicipal Legislature. unencumbered appropriations

lapse at the end of the next tiscalyear. The l\,4unicipality follows these procedures, in accordance with law, in order to establish

the budgetary data reflected in the basic financial statements:

'1. Prior of l!,lay 31 of each liscal year, lhe lt4ayor submits to the lrunicipal Legislature a proposed budget lor the fiscal yeal

commencing the following July 1 in addilion of a budget messagei

The budget documeflt is available for public inspection prior to its approval by the ltlunicipalLegislature;
The Commissioner of Municipal Affairc examines the budget to verify if it complied with lhe law's standards and sends it to

the Mayorforany comments or recommendation belore the limited date establishes by the Law;

Prior to June 13, ihe annual budget is legally enacted through passage ol the annual appropriation ordinance;

lf a budget is not adopled, he annual budget for lhe preceding fiscal year, as approved by the l\.{unicipal Legislature and

the Mayor, is automalically rcnewed forthe ensuing fiscalyear unlila new budget is approved. This pemits the lrunicipality
to co0tinue making payments for lts operating and otherexpenses untilthe new budget is approved;

Subsequent to lhe enactment of the annual appropnalion ordinance, the Municipal Legislature has the authority to make

necessary amefldments made during lhe fisca,year and arc reiected in the budgel informalion included in the Budgetary

Compadson Schedule - Geoeral Fund;

7. Budgetary data for fie Special Revenue Fund has not beeo presented in the accompanying basic fnancial slatements as

such funds are budgeted over he life ofthe respective grant or proiect and not on an annualbasis.

Since the budgetary basis differs lrom accounling principles generally accepted in the United States ofAmerica (GAAP), actual

amounts for the General Fund in the accompanying Budgetary Comparison Schedule, is presented on he budgetary basis to

enhance comparability.

The principal differences between the budgetary and GAAP bases are the following:

l. Encumbrances are recoded as expenditures under the budgetary basis aod as a reserue offund balances under GAAP.

2. The non€xonerated portio0 of the property tax advances are presented as revenue in lhe budgetary basis and as olher

financing sources underGAAP.
3. lnlerlund transactions ofthe Generaland SpecialRevenue Funds are not included in the budgetary basis.

4. Certain accrued liabilities and otherdebts are not included in the budgetary basis.

5. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the budgetary data.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCALYEAR ENDED JUNE 30,2()1()

NOTE 1 - SUMMARY OF S|GN|FTCANT ACCOUNTING POLICIES (CONTINUED)

E. Budgetary Data (Continued)

All encumbrance appropriations in he operating budget lapse al the end of he frscal year. Prcperty taxes collected during the

current year by the i,4unicipal Revenue Collection Center (Fiscal Agenl) are presented as .evenues in the accounting basis but

are notconsidered in the budgelary schedule.

The specialfunds of lhe Special Revenue Fund have not been included in the budgetary comparison because balances are not

budgeted. Also the budget prepared for the Fedeml Finance Awards Prognms included in the Capital Proiects and Special

Revenue Funds is based on a program period which is not necessarily a year. Accordingly, its not practical to present an

annualcomparison of budget for such programs.

F. Cash, Cash Equivalent and lnvegtment

The Dhector of Finance of lhe irunicipality is responsible for investing lhe available resources in certmcabs ol deposit and other

short{erm inveslments. l0vestments are made from the available combined funds of the lrunicipality and, accodingly, it is nol
practical to disclose certificates of deposit and other shod-term investments ifldividually by fund in the combined fnancial

stalements. lnterest eamed on certilicales of deposil and olher short-term inveslments are recognized as revenue in the

General Fund. Cash in the Special Revenue, Debt Service and Capilal Project Funds are restricted; accordingly, resources

available were not used for pool investments.

Under lhe laws and regulations of lhe Commonwealth, public tunds deposiled by the i,4unicipality in commercial banks must be

fully collateralized for the amounts deposited in excess of the federal deposilory insurance generally provided by lhe Federal

Deposil lnsurance Corporation (FDIC). All securities pledged as collateml are held by agents designated by the

Commonwealth's Secretary of the Treasury, but nol in the irunicipality's name.

Cash with frscal agent represents prope(y tax collections retained by lhe Municipal Revenues Collection Center and

undisbursed proceeds ol certain bonds, loaos or grants which a.e maintained in a cash custodian account by the Govemment

Development Bank ofthe Commonwealth of Puerto Rico.

Cash balance recognized ifl the Debt Service Fund is restricted for he payment oI lhe L4unicipality's obligations, and others are

restricted for speciric projects, such as lhe acquisition or co0struction of permanent improvements. The sinking fund is
maintained by lhe Governmeotal Development Bank oI Puerto Rico, agency which acts as the insurer and payer of the

[4unicipality's bonds and notes issued in accordance with law.

G. Receivables

Receivable are stated nets of estimated allowances for uncollectible accounls, which arc determined upon past collection

experience and cuffenl economic conditions. Receivable from Federal Govemment represenls amounls owed to the

li4unicipality lor reimbursement ofexpenditures incuned pursuantlo federally funded programs.

ROIIAN TORO &CO., CSP C.rtifted Puhlic Accobtah\ and Business Consuhants
PO ROX 3043 YAUCO PR 00698-3043 . TEL. (787) 856 6220 FAX: 1787) 856-6233 

23



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTII.IUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

NOTE 1 - SUMMARY OF StGN|F|CANT ACCOUNTING PoLICIES (CONTINUED)

H. lnventorieg

The General, Special Revenue and Capital Proiect Funds, pu.chases office and pdnling supplies, gasoline, oil and other

expendable supplies held for consumption. The cost of purchases is recorded as expenditure in the appropriale fund a.ld the

inventory is not recorded in the basic fnancial statements.

l. CapitalAssets

Property, planl and equipment purchased or acquired is canied at historical cost or estimated historicalcost. Contributed assets

are recorded at fair market value as of the date received. The lrunicipality's capitalization levels are $500 on personal propelty.

For improvements other than buildings, the capital outlay must be greater than $10,000, extend the estimated usetul lile for ten

years, and be greater lhan 10% of fie original cost of fie asset. Other costs incured fur repahs and maintenance is expensed

as incurred.

Depreciation on all asseb is provided on the straighlline basis over the following estimated useful livesi

Capital Assets Years

Buildings

lmprovement Other Than Buildings

Equipmeot and Furniture

Vehicles
Itlachinery

lnfrastructure

50
50
10

5

5-10

10-50

J. Long-TermObligations

The liabilities reported in the govemmenlwide fnancial slatements included general and special obligation bonds and notes,

and other longlerm liabilities, such as vacation, sick leave, liligation, long-term liabilities to other govern mental entities.

ln the fund financial statemenls, gove.nmental fund types recognize bond issuances cost, during the current period. The face

amount of debt issued is reported as other inancing sour@s, while bond issuance costs, whether or not withheld from the

aclualdebt proceeds received, are reported as expenditures.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30. 2O1()

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

- K. Compensated Ab6ence6 (Continued)

The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-related cosb when eamed (or

_ estimated to be earned) by he employee. The lvunicipality's employees are gmnted 30 days of vacations and 18 days of sick

leave annually. Vacations may be accumulated up to a maximum ol sixty (60) days and sick leave up to a maximum of ninety

(90) days. ln the event of employee resignatjon, the employee is paid for accumulated vacation days up to the maximum

allowed. Separation lrom employment prior to use of all or part of lhe sick leave terminates all rights for compensation, except

- foremployees with ten years of service who are entited to sick leave pay up to the maximum allowed. The l\,'lunicipality accrued

a liability for compensated absences, which meet the following criteria:

- 1. The lltunicipalily's obligation relating to employee's rights to receive compensatiofl for future absences is attributable to

employee's services already rendered.

2. The obligatiol relates to rights thatvestor accumulate.

- 3. Payment ofthe compensation is probable.

4. The amount can be reasonably estimated.

ln accordance with lhe above criteria and requirements as established by GASBS No. 16; the [,lunicipality has accrued a liability

- lor compensated absences, which has been eamed but not bken by l\.'lunicipality's employees. Fot the govemmenlwide

statements, lhe cunent portion is lhe amount estimated to be used in the following year. For the govemmental funds

statements, all of the compensated absences are considered long-tem and thelefore, are not a fund liability and represents a

- reconciling item between lhe fund level and govemment-wide presentations.

_ 
The following is a summary of changes in the balance of Compensated Absences for the fscai year eoded J une 30, 2010.

BALANCE
JULY 1,2O()9 NEW ISSUES

RETIREMENTS
AND CURRENT
MATUMTES

BALA}ICE
JUTJE30.20r0

CURREI,JT

PORTTO

LOIIG.TERM

POEI]g!

$ 2,X24127 L_ .177-681 s 16539 $ 2.036.401

* L. lnsurance

The lllunicipality has insurance coverage for its public facilities, primarily to provide p.otection from catastrophic losses. Also,

principal of,icials of tle lrunicipality are covered under various surety bonds. The Secrctary ol the Treasury Depaftment of the

* Commonwealth of Puerto Rico is the agent commissioned to place all of the lvunicipality's insurance coverage. Conesponding

premiums payable are withheld by the l!,lunicipal Revenue Collection Center from quarterly advances of annual property tax and

subsidy send to the Municipality.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

NOTE 1 - SUMMARY OF StGNIFICANT ACCOUNTING POLICIES (CONTINUEO)

M. lnterlundTransaciions

lnterfund lransactions are reflected as loans, reimbursements or transfers. Loans are repofted as receivables and payables as

- appropriate and are subject to elimination upon consolidation. Reimbursements occur when one fund incurs a cosl, charges the

appropriate benefting fund and reduces ils related cost as a reimburcemeflt. All other interfund transactions arc treated as

lranslerc. Translers between govemmental or proprietary funds arc netted as part of lhe reconciliation to the govemmenlwide

- columnar presentation. The l\,4unicipality has the following types ofreciprocaland nonreciprocal inlerfund activities:

, lnterlund loans - Represent amounts provided with a rcquirement for repayment, which are recorded as "due from' in the

- lender govemmental lund and 'due to' in the borrower govemmental fund. lnterfund receivables, which are not considered

currently available frnancial resources, are reported as advances. Fo. amounts not expected to be collected within a

reasonable pedod, inlerfund receivables/payables are reduced to tle estimated realizable value and the amount hal is not

- expected to be repaid is reported as a transfer from lhe governmental fund that made the loan.

.:. lnterlund lransters - Represent fows ol assets (permanent reallocation of fnancial resources among governmental

funds) without equivalent flows of assets in retum and without a requirement for repayment. Transfers are reported as

- other financing uses in the govemmental fund making translers and as olher financing sources in lhe govemmental tund

receiving lransfers.
t lnterlund reimbursements - Represent rcpayments from lhe govemmentalfund responsible for particular expendit! res or

- expenses to the governmentalfund that initially paid forthem.

N. Reservations ot Fund Balance- Governmental Funds

Reservations ollund balance in the fund financial slatements represent portions offund balances that are legally segregated for

specific fulure use or are not approprialed forexpenditure. The irunicipality has the following reservations offund balance:

* Encumbrances - Represent fulure expenditures under purchase orders, @ntracts a0d other commitments. These

committed amounts generally will become liabilities in futue periods as the goods or seruices are received.

* * Debt Service Fund - Represents net assets available to fnance future debl service payments. The governmental fund

fnancial statements present fund balance reserves for those podions of fund balance (1) not available for apprcpriation for

expenditurcs or (2) legally segregated for a specifc fulure use. The reseNes for related assets such as inventories and

- prepayments are examples ofthe former.

Other Purcoses - Represents nel assets available for specmc use and/or legally segregated for other specific fuiure use.

O, Claims and Judgment6

- The estimaled amount of the liability for claims and judgments, if any, which is due on demand, such as from adiudicated or

settled claims, is recorded in the General Fund. The Long-Term Liabilities includes an amount estimated as a contingent liability

_ 
or liabilities with a fixed or expected due date, which will require future available financial resoulces for its payment.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30.201O

NOTE 1 - SUMMARY 0F Stcil|F|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

P. Use of Estimaies

- 
The preparation of the basic financial statements in conformity with accounting principles generally accepted in lhe United
States of America requires management to make estimates and assumptions that affect $e reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities al he date of the basic financial statements and the reported

_ revenue and expenses duing the reporting period. Actual resu lt could difierftom those estimates.

Q. Accounting for Pension Costs

- For the purpose ol applying fie requirements of GASB Statemenl No.27, Accwnting fot Pensions by Stde and Local
Govennent Enployers IGASB No. 27), the state government of the Commonwealth of Puerto Rico is considered to be the
sponsol of the Employees' Retirement System of the Government of Puerto Rico and its lnstrumentalities (ERS) and System

- 2000, a multi-employer coslsharing defined beneft pension plan and a hybid defined contribution plan, respectively , in which
he employees ofthe Municipality participate. The lrunicipality is considered a participanl and nol a sponsor, of these retirement
systems since the majority ofthe participanls in the aforementioned pension trust funds are employees ol the Commonweallh of

- Puerto Rico and lhe basic fnancial statements of such retirement systems are part of the fnancial reporting entity of the
Commonwealth of Puedo Rico. Accordingly, no portion of the net pension obligation (NPO) related to ERS has been allocated
to the lt unicipality in lhe accompanying basic fnancial statements. The basic fnancial statements of the Commonwealth of

_ Puerto Rico report the total amounl of the net pension obligation of ERS, including any amount that may corespond to the- [4unicipality.

The lllu0icipality ac@unls for pension costs from he standpoint of a participant i0 a multiple-employer cost-sharing plan.

- Accordingly, pension cosls recognized in $e accompanying basic financial statements are equal to the statutorily required
contributions, with a liability recorded forany unpaid required contributions.

- R. Risk Financing

The Municipality caffies commercial insurance to cover casualty, heft, tort claims and other losses. lnsurance policies arc

- negotiated bythe Puerto Rico Treasury Department and cosls are allocated amoflg allthe i.ilunicipalities of Puerto Rico.

Cost of insurance allocated lo the l\ruflicipality and deducted from lhe gross property tax collections by the Municipal Revenue

* Collection Center ('CR|M") for he yeal ended June 30, 2010 amoonled to $176,260. The cunent insurance policies have not
been cancelled or terminaied. The CRI[, also deducted $412,087 for workers compensation insurance covering all municipal

_ 
employees.
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COMMOT,IWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINAT{CIAL STATEMENTS (CONIINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O,I()

NOTE 1 - SUMI,IARY OF SIcNIFICANT ACCOUNTING POLIC|ES ICONT|NUED)

S, Future Adoption of Accounting Pronouncements

The GASB has issued the following accounting standards that have effective dates afler June 30, 2010:

'f' GASB Statement No. 54, Fund Balance Repoting and Govemnental Fund Type Definitions. This statement changes lhe
classilication and terminology of fund balances and amends the deinitions of the different types of governmental funds.
This stalement is effectve for periods beginning afterJune 15,2010;

* GASB Concepts Statements No. 5, Service E brts and Acconplishnqts - an Anendnent ol GASB Concepts Statoments
IVo. 2. This stalement provides a framework to be used by $e GASB in considering guidance for reporting SEA by state
and local govem mental enlities and amends terminology and other information in GASB:CS,2.

The lrunicipality's management has concluded lhat the future adoption of hese GASB Statements do not have any impacl on
the [.4unicipality's basic fnancial statements.

NOIE 2- CASH AND CASH EQUIVALENTS

The lllunicipality maintains its deposits in various commercial banks located in Puerto Rico and Govemment 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 lrunicipality adopted the provisions of GASB Statement No. 40 (GASB No. 40), Deposit and lnvestnent Risk Disclosure, an
Anendnent to 6A58 Stafemert lvo. 3. This statement .eqlires lhal stale and local govemments disclose essential risk
information about deposits and inveslments. The disclosure requirements cover four main areas: (1) credil sk, (2) interest rate
risk, (3) custodial credit risk, {4)foreign exchange exposure.

Credit risk - This is fie risk that an issuer or other counterparty to an investmenl will not fulfillits obligations. ln compliance
wilh the laws and regulations of the Commonwealth, lhe [.,lunicipality has adopted, as it's custodialand credit dsk policy, the
Stdenent of lnvestnenl Guidelines lu the Governnent ol the Connonwealth of Pueio Rico. A&o,tingly the lrunicipality
invests only in obligations of lhe Commonweatlh, obligations ol tre United States of America, certilicates of deposjts,

commercial paper, bankers' acceptan@s, or in pools of obligations of$e municipalities of Puerto Rico, which are managed

by GDB. According to the alorcmentioned investnent guidelines, the Municipality does not invest in marketable securities or
any types of investments for which credil risk exposure may be significant. Therefore, the l\4unicipality's management has

concluded lhat the risk related to any possible loss related 10 defaults by commercial banks on the lrunicipality's deposits is

conside.ed low atJune 30,2010.

lnte.est rate risk -This is the risk that changes in interest rates of debl investments willadversely afiect the fairvalue of an
inveslrnent. The Municipality manages its exposure to declines in fah values byr (1) not including debt investments in its
investment portfolio al June 30, 2010, (2) limitiog the weighted average maturity of its investments to lhree months or less,

and (3) keeping most of its bank deposits in interests bearing accounts generaling interests al prevailing market rates. At
June 30, 2010, the [,iunicipality's investments in certilicales of deposits are recorded at cost, which approximates lheir fair
value. Therefore, the Municipality's management has concluded bat at June 30, 2010, fie interest rale risk associated with

$e irunicipality's cash and cash equivalents is considered low.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRAI,IDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2{)I()

NOTE 2- CASH AND CASH EOUIVALENTS (CONTINUED)

Custodi4l credit risk - ln the case of deposits, this is he dsk fiat in the event of a bank failure, the l\runicipalily's deposits
may not be recovered. Pursuanl to the Stalenent of lnvestnent Guidetines lor the Govennent of the Conionweifrh ol
Puelo 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 9100,000 per depositor. ln additjon, public funds deposilei in commerciat
banks by the l\runicjpality are tully securities pledged as collateralare held, i0 fie Munacipality's name, by the agents of the
Commonwealth's Secretary of Treasury. Deposits with GDB are uninsured and uncollateralized. Howevei, no lo;es related
to delaulls by GDB on deposit transaclions have been incuffed by the irunicipality firough June 30, 2010. Therefore, he
Llunicipality's management has concluded $at at June 30, 2010 the custodial credit risk associated with he l,,lunicipatity's
cash and cash equivalents is considered low.

Foreion exchanoe risk - The risk ttat changes in exchange rates will adversely affect lhe value of an inveslmenl or a
deposit. According to lhe aforementioned investment guidelines, he Municipality is prevenled from investing jn foreign
securilies or any other types of investments in which foreign exchange risk exposure may be significant. According-ly,
management has concluded that lhe foreign exchange sk related to be l\runicipality's deposits is considered low at June
30,2010.

The Municipality's bank balaoces in commercial banks of $206,476 in the Head Start Fund, $4,j43,435 in the Slate
Assignment Fund, $1,130,622 in the Capital Project Fund and $'11,110 in lhe CDBG Fund, were fuly collateratized at June
30, 2010. ln $e Other Govemmenbl Funds there were deposits wilh commerciat banks of $1,22.1,905 lhal were futy
collateGlized.

The deposits at GDB of $16,967 in the General Fund, he $1,481,566 in the Loans Fund, fie $1jj,231 in tle Capitat
Projects Fund, and the $496,351 in Ofier Govemmental Funds, are unsecured and uncollateralized. as no collateral is
required 1o be canied by govemmenlalbanks.

NOTE 3- RECEIVABLES

A. Property Taxes Receivables

P.operty taxes receivable in General Fund represents conldbutions ftom the Traditional and Electrcnic Lottery oflhe fiscal
year 2009-2010, not collected by the Municipality at June 30,2010. Following is a detailofthe property taxes receivable:

Governmental Entity Amount

llrunicipal Revenue Collection Center (CRIM)

Total

$ 78.047

3 78.0a7

ln the govemmenlal funds, this rcceivable was classiied as defe.red revenue, because was not available to pay liabilities of
the current period.

ROMAN TORO &CO., CSP Certiled P blic Accomta tsand Business Consuhakts
PO BOx 3043 YAUCO PR 00698-3043 . TEL. (787.) 85G6220 FAX: 087) 856 6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FII{ANCIAL STATEMENTS (CONTINUED)

FOR THE FISCALYEAR ENDED JUNE 30,2()1()

NOTE 3 - RECETVABLES (CONTTNUED)

A. Property Taxes Receivablss (Continued)

Property taxes receivable in the debt service fund represents advances ftom fiscal year 2009-2010, not collected by fie
lrunicipality at June 30, 2010. Following is a detailofthe property taxes rec€ivablei

Governmental Entity Amount

B. Propedy Taxes Receivables

As descibed below in Note 12, fie irunicipal Legislature approved the imposition of the municipalsales and use tax during
iscal yeal 2006-2007. lndividuals, organizations and entities subject to collect the municipal sales and use tax must fle ;
tax return to the Municipality. Tax is due each 20h day of each month based on lax collected in lhe preceding monlh.
Therefore, sales lax receivable of $16,491 in lhe General Fund and g6,859 in the Other Govemmental Funds represents
the amount due by the taxpayers atJune 30,2010.

lntergovernmental Receivable3

State government receivables in other govemmentalfunds represent expenditures incured not yel reimbursed by tIe state
agencies. Following is a detail oflhe slate government rec€ivables:

Municipal Revenue Collection Center (CRli,,l)

Total

$ 6.409

$ 6.409

CSP CeftiJied Public Acconran^ ahd Business Co suhadts
M698 301J . TEL. (787) 856-6220 F,4"Y: (787) 856-6233

D,

Governmenlal Entity Amount

Department of Labor and Human Resources -
Law 52 $ r6J57

Federal Grants Receivables

Federal grants receivable in CDBG Fund amounting $1,119,773, represent expenditures incuned not yet eimbursed by the
fedelal agencies or the pass-lhrough grantors. Following is a detail of the intergovernmental receivable in the Other
GovernmentalFunds forexpenditures incuEed notyet reimbursed by the federal agencies:

Description Amount

Early Head Stad Program $ 53,681

Special Programs forthe Aging Title lll-Pa( B

Total 3 79.863

ROMAN TORO & CO, ,

PO BOX 3043 YAUCO PR
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

NoTE 3- RECETVABLES (CONTTNUED)

E. Due From Other Funds

lnterfund receivables and payables at June 30, 2010 are summarized as followsl

General Fund

General Fund

GeneralFund

State Assignment
Fund

Capital Project Fund

Olher Govemmental
Funds

Total

Oher Govemmenlal
Funds

State AssignmentFund

CDBG Fund

General Fund

General Fund

General Fund

Paymll and related accruals paid

and not reimbulsed

lnleresl revenues

Payrolland rclaled accruals paid

and nol reimbursed

Reimbursable expendilures

Cash poolin same bank accounl

Cash pool in the same bank
accounl

$ 266,307

5,787

8,402

391,584

640,863

$ L670.!8

F. Oher Receivables

Other receivables in other governmental fu nds, for the amount of$13,088, represenl Sectiofl 8 Housing Choice Vouchers
receivables at June 30, 2010, resuftjng from fraud recoveries.

ROI'I.AN TORO a CO., CSP Ceflilied Public Accontants and Busines' Consuhants
PO ROX 3043 YAUCO PR 0069s-3043 . rEL. (787) 856-6220 FAX: (787) 856 6233 
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COMMOT{WEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

ITIOTE 1- CAPITAL ASSETS

Capilal assets; those wilh a0 estimaled useful live of one year or more lrom lhe time of acquisition by he l\runicipality and a
cost of $25 or more, arc primarily funded through he issuance of long-term bonds and loans. Asummary of capitaiassets and
changes occuning in 2010, including $ose changes puEuanl to the implementation of GASB statemeni No. ?4, follows (Land
and construclion in progress are nol subject to depreciation)i

Balance Rgtiremonts /
Reclassifications

Balance
Governmental Aclivities t, 2009 Addilions June 30,2010

Capilal asset, nol being depreciatedi
Land

Construction in progress

Total capihl assots not being deprsciat.d

Capital assels, being deprecialed:
Buildings
lnlraslructure
IVachinery and equipment
i/olor vehicles

Total capital assets being depreciated

Total cost basis of capital assets

Less accumulated deprccialion lol
Buildings

lnftastuclure
l\,4achinery and equipment
I\,lotor vehicles

Tolal accumulat.d depreciation

Totalcapital assets being deprecialed, nel

Governmental activilies capital asseb, n.t

$ 1,395,791

2.446.816

3.842.607

13,633,s89
2,480,195
2,179,578
3.986.584

22.279.946

26,122,553

(2,174,995)
(352,781)

{1,721,146)
t3.098.688)

(7.347.6101

14.932 336

lMu.gt3

$
2.210.908

15,450
1,273,673

167,163

1.478.786

3,689,694

\247.7871
(95,6s4)

{158122)
(324 235\

t825.798)

652.988

1 2303J96

u.129

$

Iu.129\

tu.129\

8,429
75,700

u.129

$ 1,395,791

4.573.595

5.969.386

13,657,468
3,829,568
2,346,741
4.009.084

23 8/2861

29,812,247

12,422,782)
(448,435)

(1,879,268)

13.422923],

t8.173.408)

15.669.453

l2!,63E !39

Depreciation expenses were charged to governmental fu nctioos/programs as follows:

Govemmental activities Amount

Genera I government

Urban developmenl
lllayor afld municipal

Public Safety

Public Works
Cullure and Recrealion

Sanilation

Human services and welfare

Total deprecialion expenses

$ 279,310

161,576

26,361

42,335
204,972

29,458

3,739
78 047

$ 825J98

ROA,LIN TORO & CO
PO BOX ]043 YAUCO PR

CSP Cetilied Public Accotatants and Dusiness Consultants
N698 3043 . TEL. (787) 856-6220 FA,y: (787) 856-6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2()1O

t'tolE 4- cAptTAL ASSETS (CONTTNUED)

- GASB statement No. 34 lequires to retoaclively apply the requireme0ls lo major general infrastruclure assets t{ithin at least
forir (4)yealE offie adoption of this pronouncemenl, which is not later tEn Ju0e 3-0, 2007. The [runicipatity has not complieJ
with lhis requirement.

- ttotE s-lccouNTs pAyABLE AND AccRUED ExpENSEs LrABrLmEs

- 
Accounls payable and accrued expenses liabililies in governmental fuod financial statements represent expenditures incuned
during fscalyear 2009-2010, and not paid by the Municipalaty al June 30,2010. Following is a detailof these accounts payable
and accrued liabilities:

Accounts Accrued
Major Governmenlal Funds Payable Liabilities Total

General Fund

Head Start Fund

Slate Assignment Fund
Capilal Proiect Fund
CDBG Fund

Other Governmental Funds

Total

$ 192,650 $ 166,268 $ 358,918
- 22,119

- 88,449

. 1,122,481

22,119

88,449

1,122,481

227.047 - 227.U7

1r.657.075 $ r00t68 $L82338

NOTE 6 - DUE TO OTHER GOVERNMEI'ITAL UNITS

As of June 30, 2010, balaoce due to other governmental units consists of the lollowingl

Governmental Agency Amount

Puerto Rico Aqueduct and Sewer
Authority $ 35,387

General Service Administration 95,148
State Department of Treasury 1,000
State Department of Labor -

Unemployment 6.732

Total $138262

- NOTE 7. DEFERRED REVENUES

A. Volume of busineEs tax - The defened revenues of $827,266 in he General Fund relates to volume of business tax

_ collected in fiscal year 2009-10 that will be earned in fscal year 201 0l 1 .

ROMAN TORO & CO., CSP Ceiiled Public Accontants and Business Consuhants
PO ROX 3043 yAUCO pR 00698-3043 . TEL. (787) 856-6220 FLy: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ETIDED JUNE 30, 2O1()

NOTE 7- DEFERRED REVENUES (CONTINUED)

B. Property Taxe6

As described in Note 3, duing fscal year 2009-2010 u|e Municipality rec€ived $78,047 lrom the cRrM, elated to
cont butions from the Traditional and Electronic Lottery of the fscal year 2009-2010, not collected by the Municipatity at
June 30, 20'10 ln the govemmental funds, this receivable was classiied as deferred revenue. because was not available
to pay liabilities of the curcnt peiod.

c. Federal Grants - The deterred revenues presented in the Head Starl Fund and in Olher Governmental Funds represents
the portion of federalgrants received forwhich qualifying expenditures have not been incurred. Defened revenuesirom the
fuderalgovemment are as follows:

Program Description Amount

Child Care Developmeot Block Grant
Child and Adult Care Food Program
Homeland Security- Public Assistance

Granl

Public and lndian Housing

Ameican Recovery and Re-

investment Act Gmnts
Olhers

Total

$ 9,s37
300,508

53,255

15,039

19,652

6.593

s 404.584

NOTE 8 - GENERAL LONG.TERM DEBTS

Long-term liability activity for the yearended June 30,2010, was as lollowsi

Description

Beginning
Balance,

as testated
Bonowings
orAdditions

Payments or
Deductions

Ending
Balance

Due Within
one Year

Bonds Payable
Notes Payable

Compensated absences
Property Tax Debt- Law 142
Properly Tar Debt - Law 146
Ll[,4S Repayment Plan

Prcperty Tar Advances
State Deparlmenl of Labor -

[Jnemployment

Total

$ 6,4S4,000
745,000

2,024,127

372,8U
33,401

79,350
70.322

$

177,683

$ 2s3,l2

$ {326,000)
(s0,000)

(7.651)
(1,452)

(30,352)

1 1415.450

$ 6,168,000
695,000

2,201,810
365,153
31,949
48,998
70 322

$ 348,000
55,000

165,349

8,132
1,988

32,184

30.110

11,056i21 s 640J631 9,819.001

ROM4N TORO A CO.,
PO ROX 3043 YAUCO PR

CSP Certiled Public AtcoMtahtsand Business Consuhants
00698 304) . TEL.087) 856-6220 F_4X: (787)856 6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30.2()1()

NOTE 8- GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENERAL OBLIGATIONS BONDS

The [,lunicipality issues general and special obligation bonds, principally, to provide tunds for the acquisition and construction of
major capital facilities. General obligatjons bonds as ofJune 30, 2010, are comprised of the foltowing individuat issues:

DESCRIPTION AMOUNT

$1,305,000, Se.ies 2003, forconstruction purposes, payable in annual installmenls ranging from
$20,000 to $100,000, excluding interests from 4.17% to 5.3't%, thrcugh Juty i, 2027.

$735,000 Series 2001, for construction purposes, payable in annual inslallments ranging from
$15,000 to $75,000, excluding interests from 2.78% to 6.13%, through July 1, 2020.

$'1,760,000 Series 2001, lor purchase of building, payable in annuat installments ranging from
$25,000 to $160,000, excluding interests from 5.00% to 8.00%, through Juty i, 2025.

$755,000 Series 2001, for operation purposes, payable in annual installments ranging from g10,000
to $65,000, excluding interests from 5.00% to 8.00%, lhrough Juty 1, 2025.

$60,000, Series 2000, for construction purposes, payable in annual installmenls ranging from $j,000
to $6,000, excluding interests from 5.17% to 7.29%, through July 1, 2024.

$454,000, Series 2002 (previously $600,000, Series 2000), payabte in annual insta menls ranging
from $9,00010 $29,000, excluding interests at4.50%, through January 1, 2027 (Water & Waste
Disposal Loans & Grants).

$140,000, Se es 1999, for conslruction purposes, payable in annualinstallmenls ranging lrom
$5,000 to $10,000, excluding interests from 4.865% to 6.56%, through Juty 1, 2023.

$230,000, Series 1998, forconstruction purpose, payable in annualinstaltments ranging from g5,000

to $20,000, excluding interests from 4.865% to 6.560/0,lhtough luly 1,2022.

$121,000, Series 2000, for operaton purposes, payable in annual inslaltments ranqing from 93,000
to $8,000, excluding inlerests at 4.500/0, through January 1,2023.

$310,000, Series 1997, for construction purposes, payable in annual installmenls ranging from
$5,000 to $30,000, excluding interests from 4.70% to 6.63%, through July 1, 2022.

$222,000 Series 1999, for conslruction purposes, payable in annual installmenls ranging from
$6,000 to $ 1 6,000, excluding interests al 4.50% (Water & Waste Disposal Loans & Grants),
hrough January 1,2021.

$1,085,000

505,000

1,405,000

605,000

45,000

360,000

80,000

165,000

83,000

210,000

142,000

35

ROMAN TORO & CO
PO ROX 3043 YAUCO PR

CSP Cenifed Public Ac.outants and Business Consulants
00698 3013 . TEL. (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUiIE 30,20,IO

NOTE 8- GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENERAL OBLTGATTONS BOr{DS (CONTTNUED)

DESCRIPTION AMOUNT

$350,000 Sedes 1999,I0r construction purposes, payable in annual installments Enging fiom 914,000 t0
$29,000, excluding interests at 4.750/0 (Communily Facilities Loan), through January 1, 2016

$350,000 Series 1998, for construction purposes, payable in annual installments ranging from 913,000 to
$31,000, excluding interests at5.25%, through January 1,2015 (Community Facililies Loan)

$605,000, Se es 2005, foropeation purposes, payabte in annual inslallments ranging from g2S,OOO to
$60,000 excluding inleresl from 5.00% to 6.00%,lhrough J!|y.1,2018

$330,000, Series 2009, for purchase ofequipments, payabte in annualinslalments ranqinq fmm g45,000 to
$65,000 excluding intereslfrom 3 93% to 7.50%, through Juty 1,2014.

$590,000, Seies 2009, for purchase ofequipments, payable in annual inslallmenls ranging from $10,0001o
$50,000 excluding interest frcn 2.430 la7 25ok through July 1,2033.

Tolal GeneEl Obligation3 - Bonds

156,000

137,000

385,000

235,000

570.000

l 6J!&000

These bonds, except the 2001 Serles amounting to $755,000, the 2005 Series amounling to $605,000 and lhe 2001 Series amounting
t0 1,760,000, are payable from lhe special ad valorem propedy tax of 2.00% vihich is rest cted for debt service and retained by h;
Govemmenl Developmenl Bank for Plrerlo Rico for such purposes. Bonds amounting 9755,000, $605,000 and $1,760,00d are
payable wlh operational resources, and the CRIM relains lhe paymenl from the prcperty lax advances of the l\,4unicipality.

B. NOTES PAYABLES

The proceeds ofthe issuance of noles payables are used principally lo pay debt inclrred in prior years and to cover lhe expendilurcs
of a special evenl. Notes payables as oI June 30 201 0, are comprised of the following individ ual issues:

DESCRIPTION AMOUNT

$925,000, Series 2005, for operation purposes, payable in annual installments ranging from Mo,OOO to
$85,000, excluding inlerests lrom 5.50% lo 7.50%, throuqh July 1,2020.

Tot l Notes Payable

$ 695.000

1 095.000

This nole is payable with operalional resources, and lhe CRI[.{ retains the payment from the property tax advances of the l\,4unicipality

ROMAN TORO & CO., CSP Cetiled Puhlic Acco@tants anct Business Consulants
PO ROX 304t YAUCO pR 0069&3043 . TEL. t787) 856 6220 FA_y: (757) 856-6233
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COMiiONWEALTH OF PUERTO RICO
MUNICIPALIry OF SABANA GRANOE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,20,IO

NOTE 8- GENERAL LONG.TERM DEBTS (CONTINUED)

C. BONDS AND tIOTES Alil0RT|ZATtON

The annual requiremenls to amortize the general obligations outslandinq as of June 30, 2010 are as lollows:

Year Ending Principal lnterest
June 30, payment payment Total

2011
2012
2013
2014
2015

2016-2020
2021-2025
2026-2030
2031"2035

Total

$ 403,000
428,000
456,000
498,000
447,000

2,333,000

1,741,000

422,000
135.000

$ 6.8zu00

$ 322,217

407,671

384,817

357,883

323,755
1,210,259

537,475
106,402

$ L670J1lt

$ 725,217

835,671

840,817

855,883

770,755
3,543,259

2,278.475
528,402

$ 10533J78

D. COMPENSATEDABSENCES

The govemment-wide statement of net assets includes $1,106,324 of accrued sick leave benelils, and $1,095,486 of accrued
vacation benelits, reprcsenting the [4unicipality's commitmentto fund such costs from future operations.

E. PROPERW TAX DEBT- LAW 142

The Municipality entered into a repayment agreement with the Govemment Development Bank for Puerto Rico (GDB) and the
CRIM, to pay off the excess of property tax advances thrcugh iscal year 2000 and 2001. The CRll, relains he payment fom
the prcperty tax advances of the l\runicipality. The amounts retained by the CRI[.I| are remitled lo cDB on July 1 of each year
firough July 1, 2032. The outstanding balance of lhe note payable to the CRtl\,1 at June 30, 2010 amounted lo $365,j53.

F. PROPERTY TAX DEBT - LAW 146

On September 24, 2002, the CRll\r, on behalf of lhe municipalities of Puerto Rico, entered into a frnancing agreement wih GDB
pursuant lo the provisions of Law No. 146 of October'11, 2001. The purpose of this frnancing agreement was to extinguish in
advance certain bonds payable issued by the Public Finance Corporation, a subsidiary ofthe GDB, which were originally issued
t0 pay certain property tax receivables owned by tie municipalities of Puerto Rico through 1996. The outstanding balance ol the
note payable to the CRIM at June 30, 2010 amounted 1o $31,949.

G, LIMS REPAYMENT PLAN

The i,4unicipality entered into a fnancing agreement with the CRli, tor he payment offie Municipality's share ol lhe cosl of an
information managemenl system, acquired by ihe CRIM on behalf of all municipalities, for lhe ma0agement ol a diqitaldatabase
of taxpayels properties located in Puerto Rico. The outstanding balance oflhe note payable to the CRll!,l atJune 30,2010
amounted to $48,998.

ROJTLAN TORO & CO., CSP Ceiifed Public Accontdnts and Bfiness Consuttahts
PO DOX 3043 YAUCO PR 00698-3013 . rEL. (787) 856-6220 FAX: (787) 856-623j 
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR EiIDED JUNE 30, 2()1()

TIOTE 8- GENERAL LONG.TERiI DEETS (CONTINUED)

H. PROPERTY TAX ADVANCES

The CRllt4 is reqlked by law lo prepare a setllemenl slalemenl on a fiscal year basis, whercby a compa.ison is made bet$/een lhe
amounts advanced to lhe lt4l]nicipalily and amounts actually collected from taxpayers. This sefltement has to be compleled on a
preliminary basis nol later than lhree months after fiscal year€nd, and a iinal settlemenl made not laler than six montha afier yea.
end lfthe CRllt4 remits to the lt4unicipality properly lax advances, which are less than the tax actually colected, a rcceivable fro; fte
cRll\,4 is recorded at June 30. However, if advances exceed lhe amount actualty collected by he aRlM, a payable to lhe cRl[4 is
recorded atJune 30. The CRIIV issued the finalliquidalion noting thatthe advances exceeded collections by 9i0,322.

I. STATE DEPARTMENT OF LABOR - UTIEiIPLOY EI{T

0n January 31, 2010, the Municipally entered inlo a linancing agreement with lhe Puerto Rico Department of Labor for
unemployment beneiils paid by the Commonlvealth of Puedo Rico in behalf of the lvunicipality. The nole is payabte in rnonlhly
installments of $2,509 until January 2013

NOTE 9- DEET RETIREIilENT

Revenues of the debl service fund consisl of lhe ad.valorem paoperly laxes which are recognized as revenue when collected from
taxpayers and rcporled by the lvunicipal Revenue Colleclion Center of the Commonwealth of Puerto Rim to the l,lunicipalily.

These prcperly taxes are accumulated by lhe i/unicipal Revenue Colleclion Cenler in cosls of the general obligalions bonds issued
by the ft.{unicipality. Paymenls are made lo lhe Govemmenl Developmenl Bank of the Commonwealth of Pu;rto Rico Irom such
accumulated lu nds by lhe Municipal Revenue Collection Cenler of Puerto Rico.

NOTE I()- PROPERTY TAXES

The l'4unicipal Revenue Coileclion Center of the Commonweallh of Puerto Rico is responsible for the assessment ol all rcat and
personalprcpedy located within lhe Municipality and forlhe levy administration and collection oflhe conesponding tax cont bution.

The property lax mntribution is levied each year over the appraised value of the properly at the beginning of the calendar year. The
real properly assessmenl is based on lhe currenl value existing in the year 1957 and the personal properly al the curent va]ue at lhe
dale of lhe assessmenl.

The lax rale per annum is 8.28% for real property and 6.28010 fot pe[sonat property of t{hich l.O3% of both belong to the
Commonweallh of Puetu Rico atd 7.25o/o and 5.25%, respeclively, belongs to the [4unicipality. From the portion betonging to the
Itlunicipality, 6.00% and 4 00%, respectively, represenls the Municipality's basic lax Ete that is approprialed for general purposes and
lherefore accounted for through lhe general fund.

The remaining portion belonging to the l\.iunicipality ol 1.25% rcpreseflls lhe ad-valorem property taxes withheld by the [4unicipal
Revenue Collection Cenler of lhe Commonweallh of Puedo Rico and reslricled for debt service, which is accounled for through the
debl service fund (See Nole 7). The l\4unicipality has reached the maximum slalulory tax rale limit for lhe basic tax while therc is no
limitation for the ad,valorem lax [ale.

The Commonwealth of Puerto Rico granls complete real property lax exoneration on the lirst $15,000 of the assessed valuation on
rcsidential unils occupied by their owners. Ho\4ever, the lt4unicipality receives lhe full amounl tevied, except for residential units
assessed at less lhan $3,500 on which a complete exemplion is granled. The Municipal Revenue Collection Center, instead of the
property taxpayer, becomes lhe source o{ payment in these cases.
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iIOTE 10 - PROPERTY TMES (CONTINUED)

The Municipality granb a complete exemption from personal property taxes upto an assessmentvalue ofg50,0O0 provided lhat
nel volume of business of retail business does not exceed $150,000. The irunicipal Revenue Collection Center ad;ances to lhe
Munlcipality, on monthly paymenb, 100o/o offie contribution assessed over propery for each fscal year. ln accordance to Law,
the,se advances will be contdbutions by fie Municipal Revenue Collection Center from taxpayers. The Municipal Revenue
Collection Center pedodically informs to the Municipality he amounb collected from taxpayeis and apptied to outstanding
advances.

The l\,lunicipality records as revenue in the general fund the property tax contribution when received from monthly advances
from irunicipal Revenue Colleclion Center.

Due to the Jacl that colleclions of property lax are applied to lhe advances of property tax paid by S|e i.4unicipality Revenue
Collection center, fie amortization of the advance at end of year was not available because is in process oi verilication by
external auditors.

The Traditional Lottery System of he Commonwealh (lhe Traditional Lottery) is an operationat unit reported as ar enterprise
fund in the Commonwealth's basic fnancial statements, which currently operates several betting alter0atives to U|e citizens of
Puerlo Rico. The Traditional Lottery is required every fiscal year to distribute a portion of its excess of revenues over expenses
as follows:

':' Fhirty frve percent of its net eamings (defined as the excess of revenues over expenses less an amount earmarked for the
Fund for Rent and Home lmprovement Subsidy Program for lhe Low-lncome Qualifying Eldedy) is earmarked to the
municipalities ofthe Commonweallh, of which a maximum of$26 million, on an annual basis, js distributed to the Municipal
Equalization Fund held by CRllu to coveroperating expenses and permanenl improvements ofthe municipalities.* An additional amount not exceeding $16 million, o0 an annual basis, is distributed to he Municipal Equalization Fund,
plovided it is wilhin fie thirty-five percent conesponding to lhe municipalities of lhe Commonwealth. When the accumulated
municipal apprcpdations from lhe municipality's Puerto Rico Health Reform are covered up to June 30, j997, these
resources willbe ass6ned b PRHSA.

NoTE 11 - VOIUI'IE 0F BUSINESS TAXES

The Municipality is authorized by Act No. 81 to impos€ and collect municipal license laxes to any naturalor legal pelson having
trade or business activities within the territory of Sabana Grande. This is a self-assessed tax generally based on he business
volume of taxpayers, measured by gross revenues. The Municipality establishes the applicable tax rates. At June 30,2010, the
municipal license bx lales imposed by the l\4unicipality were 1.50 percent for financial i0stitutions and 0.50 percent for other
types of taxpayerc. Any taxpayers that have been granted with a partial iax exemplion under any of the tax incentive acts of
the Commonwealth ultimately pay municipal license laxes at reduced tax rales, generally between 60 percent and 90 percent
under slandard rates.

Each laxpayer mustassess the conesponding municipal license tax by declaring the volume ofbusiness through a tax return to
be fled every Apdl 15, based on the actual volume of business (revenues) generated in the preceding calendar or fiscal year.
Taxpayerc with a sales volume of$1 million or mote must include audited fnancial statements with heirtax relum filjngs.

COMMONWEALTH OF PUERTO RICO
MUI'IICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1()
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF SABANA GRANDE

NOTES TO THE EASIC FIiIANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2()1()

NOTE 11 -VoLUttE OF BUSINESS TAXES {CO TTNUED)

The tax can be paid by the taxpayer in two equal installments due on July 15 and January 15, subsequent to the filing of the
declalation on April 15. The lirst installment olthe lax covers lhe six-month period ended December 31, subsequent to the riling
date ol lhe declaration, while he second installment of the tax covers the six-month pedod ended June 30 o{ the subsequeni
calendar yeal lf a taxpayer elects to pay the tar in tull on the frling date of the declaration (generally April 15), a 5 percenl
discount is granted automaticallyon fie totallax amount due.

Any municipal license laxes collecled in advance (that is, pertaining to a futlre frscalyear)are recoded as defuned revenues in
the GWFS and the GFFS (See Nole 7).

NOTE 12- MUNICIPAL SALES TAXES

On July 4, 2006, the Governor ol Puerto Rico signed inlo law the Taxpayer Justice Act (Acl N0.117, H.B. 2j93). The new law
imposes a municipal sales lax at a rate ol 1.570 (efiective July 1, 2006) and the Commonwealth sales tax at the rale 015.5%,
with a0 effective date of November 15, 2006. Conversely, the Commonwealth of Puerto Rico eliminated the excise tax of 6.6%
0n some imports (taxes on cigarettes, liquor, and cars are still in effect) and implemented lhe sales and use tax ('sales tax')
system. Accodingly with this law the municipal sales tax is administered at the local level, and the Commonwealth sales tax is
administered through the Puerto Rico Treasury Department. ConsequenUy, separale registEtion and fling foms ae required of
retailers.

On November 6, 2006, the ltlunicipal Legislature of fie lt4unicipality approved he ordinance No. 20, Series 2006-2007
establishing a cilizenship contribution of 1.5% over allbusiness or personal lransactions related to sale ofgoods and/or services
made on lhe [.4unicipalilies boundaries. This Ordinance was eflective on November 15, 2006 and the resources collected due to
this tax assessment will be used in local activities like imprcvements in health services, improvements in the control and
management of solid waste disposal alld recycling programs, public improvements, improvements of public safety, and
mainlenanceolall publicfacilitiesof the [4unicipality.

Any person/corporation is required to register with each municipality in which it conducls commercial transactions and in lhe
Puerto Rican Treasury to obtain a Retailer's Registration Cediricate, exemption certifcates, and tax relurns foms. The retaile.s
are required lo ile and send monthly sales tax retums by the 201h day following the month in which the tax was collected.

Also, on July 29, 2007, the Govemor of Puerlo Rico signed into Law an amendment of Act No. 1'17, H.B. 2193 known as Acl
No. 80. The most slgnilicant amendmenls were: frrsl, to uniform the lax rate at 7% of which fie municipalities will collect 1%
and the Puerto Rico Treasury Department he other 6%, 05% of the 6% belongs to the municipality and it is distdbuted lhrcugh
three separate funds: l\.,lunicipal Development Fund, Municipal Redemption Fund and Municipal lmprovements Fund;secondly
the establishment of a Local Commercial Rule and the elimination of source and nexus rules lo impose the sale and use tax.
These funds are adminisiered by the Government Development Bank for Puerto Rico. Fi0ally, the Law restricts lhe use of the
funds by the municipalities lo cedain specific actjvilies.

Du ng iscalyear 2009-2010 the [.,!unicipality earned the amount of $529,505 related to this cilizenship contribution program.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1()

NOTE I3 - INTERGOVERNMEiITAL REVENUES

lntergovernmental revenues consist primarily of funds received from the commonweallh of puerto Rico, ,,in lieu of tax'
payments lrom the Quasj-public Coporation, Pue(o Rico Electdc Power Authority, and federal financial assistance received
iom federal govemment. Grants and subsidies received from the Commonwealth of Puedo Rico and federal agencies include,
among others, a general subsidy for urban development and capital improvements.

lntergovemmental revenues are accounled ,or hrough the General Fund excepl lor those directly related to urban development
and capital improvemenls, which are accounted for through he Special Revenue and the Capital Project Funds. Federal
Financial Assistance is recorded in the Special Revenue Fund.

NOTE 11- INTERFUND TRANSFERS

lnterfund transfers during the fisc€lyear ended at June 30, 2010, are summarized as follows:

TransferOut Taansfer In Purpose Amount

GenerclFund

Tolal

Olher Govemmenlai

Funds Debt retiremenl $ 296.041

I{OTE 15 - EMPLOYEE'S RETIREMENT PLAN

The Employee's Relirement System of the Government of Puerto Rico and ils instrumentality (ERS) is the administrator of a
cost-shadng multiple-employer retirement system eslablished by the Commonwealth ol Puerto Rico. The ERS was created
undel lhe Act 447, approved on May 15, 1951, as amended, and became effective on January 1, 1952. ERS covers all regular
employees of the Commonwealth of Puerto Rico and ils instrumentality and of certain municipalilies and components units not
covered by theirowfl retiremenl systems.

Participation is mandalory excepl for members of the Legislature, Government Secretaries, Head of Agencies and Public
lnstrumentality, Assistanls ofthe Governor, the Comptroller ofthe Puerto Rico, Gubematoial Board and Commitlee appointees
and Experimental Servioe Station employees. ERS provides retirement, death and disability benefits. Disability retirement
benefits ale available to members for occupational and non-occupational disabilities. Relirement benefts depend upon age at
retirement and number of years of credited seryice. Benefits vesl after ten years of plan participation.

The lrunicipality adopted the requkements of GASBS No. 25 for all the career employees that are covered under lhe
Commonwealth of Puerto Rico Employee's Retirement System, a multiple-employer public employee retiremenl syslem,
eslablished by State Laws.

Under the plan, the employees and employer portions are contribuied, for Mich, the employee amount is withheld from
salaries. Covered employees arc required by Commonwealth statule to contribute 5.775% for [|e fiEt $550 of monthly salary
plus 8.275% for fie excess of this amounl, or on the altemative, 8.275olo ofallsalary. The ltlunicipality contributes lo the system
9.275% of the participating employee's salaries.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANOE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,201O

NOTE 15 - EMPLOYEE'S REIIREMENT PLAN (COI{TINUED)

Law Number 305 of September 24, 1999, amendments fie Act Number 447 thal establish a savings program. All emptoyees
active in the system as of December 3'1, 1999 may elect to hansfer fiom defne contribution programs to the new savings
program (a delined contribution plan). Employees in the savings program may now contribute from a minimum of8-275% upto
a maximum of 100/0 oflheh mo0thly salary, and will invesled in an account which will eitheri (a) eam a fixed rate based on the
two-yeaI Constant i.ilaturity Treasury Note or, (b) eam a rate Eual to 7570 of he retum of he System's investment portfolio (net
of management fees), or (c) earn a combination of both altematives. lf at tjme of retirement accumulated benefils amount to
$10,000 or less may elect to rcceive a lump sum dist bution up to the accumulated benefits. Under the new program lhe
retirement age is reduced lrom 65lo 60 for those employees who joined the cunent plan on or afler April 1, 1990.

The pension beneft for parlicipants who retire with less than 30 years of service is computed at the rate of 1y,o/o ol lhei avetage
compensation for each yearofcredit service for the remaining years. The System also provides for death and disability beneits
and the asseb ofthe System pertaining to the participant employees.

A variety of significant actuadal assumptions are used to deternine lhe standad measure ofthe pension benefit obligation and
fiese assumptions are summadzed below:

.:. The present value ofthe future pension payments was computed by using a discount of 9olo.

* Future pension payments reiect an assumption of a 6% salary increase.

All employees lhat do not elect to transfer for the new program and who at the lime oi employment are 55 yearc old or less are
eligible to participate in the System. Pension benefits fo. participants wilh 30yeaE ofseruice are asfollowsi

YEARS OF PARTICIPANT'S
SERVICE AGE PENSION BENEFITS

65% of the average of lhe three yeam of highest salary duing the
30 or more 55 or less employee's seryice period.

75% of the average of the lhree yeaE of highest salary during the
30 or morc 58 or more employee's service period.

75% of the average of$e three years of hlghest salary during the
employee's service period (employees started working aflerApril 1,

30 or more 65 or more 1990).

The amount of the total pension benerit obligation is based on a standardized measurement established by GASBS No. 27,
Financial Repoling tot Defined Benefit Pension Plans and lvotes Dlsc/osure fot Defined Contibdions Plans. Fhe standardized
measurement is the actuarial present value of estimated defned pension benefits, adjusted for the effects of projected salary
increases and step-.ate benefts, estimated to be payable in the future as a result ofemployee seruices performed to date. The
measure is ifitended to help userc assess the System's funding status on a goingroncern basis, assess progress made in
accumulating suflicient assets to pay b€nefits when due, and make comparisons among other public retirement systems. The
measure is independent of the actuarial fu nding method used to determine contdbutions to the plafl.
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CoMMoIIWEALTH OF PUERTO R|CO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

NOTE ,I5 - EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

The membership of rctirees and benefciaries currently receiving benefits and terminated employees entitled to benerits, but not
yet receiving benefits, and aclive employees and lhe distribution of aclive employees between vested and non-vested is not
readily available.

Contributions in 2006 and priol years were made based on prcentages established by lhe law. Such percenlage has not been
based on actuarial studies, as required by accountjng p nciples generally accepted in the United States of America. An
actuaial compilation ofthe annual contribution applicable to the Municipality has not been preparcd. Accordingly, the accounE
by which lhe actual contributions differ from the requircd actuarial contributions are nol known.

The total pension expendilures recorded in the category of administralion for the Fiscal Year Ended June 30, 2010 was
approximately $339,442. All employees who al the lime of employment are 55 years old or less are eligible to participate in the
Syslem. No benefit is payable if the participant receives a refund of hls accumulated contributions.

The historicaltrend information regarding the accumulation of assels and pension benefit obligation in he ERS is not available.
For lhe ten-year lrend information, refer to the separately issued financial statemenls of lhe ERS as of and lor the fiscal year
ended June 30, 2010. The P.R. Retjrement Plan Administration provides additional information ol the ERS. They issue a public
available fnancial report that includes financial statements and required supplementary information for ERS, as a component
unit of the Commonwealth of Puerto Rico. That report may be obtained by writing to the Administration at PO Box 42003,
Minillas Station, San Juan, P.R.00940.

NOTE 16- CONTINGENCIES

B, CLAIMS AND JUDGMENTS

The l,lunicipality is, at presenl, a defundant in a number of legal matters lhai arise from alleged improper application of policies
and negligence in lhe ordinary course of he Municipality's activities. The legal counsel of the i.,lunicipality has advised that at
this stage in lhe proceedings oflawsuils he cannotofferan opinjon as to the prcbable outcome.

ln addition, the l,lunicipality is a defendant or co-defundant in severallegalproceedings, which are in discovery stage. Cedain of
these claims are covered by insurance. Legal counsel with the inlomation cuffently available can nol determine lhe final
outcome of lhese claims. Accordingly, the financial statements do not incllde adjustment, if any, that could resull lrom the
rcsolution of lhis legal proceeding. However, it has been the l\.lunicipality's expe ence that such actions are settled for amounts
substantially less than the claimed amounts.

C. FEOERAL GRANTS

ln the normal couEe of operations, lhe [,4unicipality receives grants from various Fede.al and Stale agencies. The grant
programs are subjecl to audit by agents of the graniing authority, lhe purpose of which is to ensuB clmpliance wilh conditions
precedent to the granting offunds. Aoy liability for reimbursement which may arise as lhe result of these audits is nol believed to
be material.
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NOTE 17- FUND DEFICIT

- The Municipality has accumulated defcit of $2,605,463 in the General Fund. The Municipality's ptan adopted wi$ 2010-2011
budget includes a balanced operating budget achieved through coslcutting measures in tfie previous fscal years. The budget
does notaddress the cumulative GeneralFund defcit.

- NOTE'I8 -ACCOUNTII{G CHAI{GES ANO RESTATEME}ITS

- 
D. GOVERNMENTAL FU},ID FINANCIAL STATEMENTS

The following reslatements have been made in the Govemmental Fund financial statements, which are reported as an

_ adjustment to the beginning fund balancesi

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JIJNE 30.20I()

Oher
Govemmental

Description GeneralFund Fund

Fund balance, beginning $ (1,950,315) g 1,492,480

State Department of Labor -
Unemployment 45,545

Conection of interfund balance 157,743) 57 ,743

Section I Housing Choice
Vouchers

Fund balance, beginning as
restaled $ 11,!D25!iD l-1153rtr0

E. GOVERNMENTAL WIDE FINAT,ICIAL STATEMENTS

The followjng restatements have been made in the govemmental wide fflancial statements, which are reported as an
adjustment to the beginning netassets:

Description Total

Net assets, beginning $ 16,707,336

State Department of Labor - Unemployment 45,545

Seclion 8 Housing Choice Vouchers 3.247

Net as6ets, beginning as restated $ 16J56J28

END OF NOTES
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAEANA GRANDE

BUDGETARY COi,lPARISON SCHEDULE. GENERAL FUND
(SEE NOTES TO BUDGETARY COITPARISON SCHEDULE)

FORTHE FISCALYEAR ENDED JUNE 30,2()1()

Budqeted Amounts
0 ginal Final

Variancewith
ActualAmounG FinalBudget

(BudgetaryBasis) Positjve
(See Note l) (Neqative)

RESOURCES (tNFLoWS):
Property Taxes
Sales Taxes
Volume oI Business Taxes
Inlergovernmenlal Revenues
Licenses and Pemits
Rent
Miscellaneous

Total R€source3 (lnfl ows)

cHARGES T0 APPROPRTATTONS (0UTFLoWS)
Currenl
l\,layor and I\,4unrcipal Legislalure
GenelalGovemment
Public Safety

Culture and recreation
Heallh and Sanitation
Human Seruices and Welfarc
Transfer lo olher Funds

Total changes to appropriations

EXCESS (DEFTCTENCY) 0F REVENUES oVER
(UNOER) EXPENDITURES

$ 1,924,S96

500,000
1,000,000
4,U5,200

251,000

150,000

1.086.275

9.757.471

2,305,950
2,583,113

527,051
2,2U,209

427,2U
150 000

1,142289
387.575

9.757.471

$ 1,924,996

500,000
1,000 000
4,U5.200

251,000
150,000

9.757.471

2 551 ,452
2,534 980

480,329
2,249,749

395,805
180,976

1,068,105

296.075

9.757.471

$ 1,924,996
450,108

962,116
5,068,340
M,5U
278,454
334.584

9.463.132

2,483,735
2,522,913

480,140
2,322.717

395.?52
253,285

1,067,079

296.041

9.821.662

$ (358.5s0)

$
(4S,892)

(37,884)

223,140
193,534
128,454

(751.691)

(294.3391

67,717
12,067

189

(72,968)

53
(72,309)

1,026

(64.1911

See accompanying Notes to Req!ired Supplementary lnformation
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANOE

NOTES TO BUDGETARY COMPARISON SCHEDULE. GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

NOTE A - EXPLANATION OF DIFFERENCES BETIIVEEN BUDGETARY INFLOWS AND OUTFLOWS AND GAAP

_ REVENUES AND EXPENDITURES

sourcaarinflows of resources: 
GENERAL FUNO

Aclual amounts (budgetary basis)'available for appropriation' fiom he budgetary comparison

- schedule (Page 46) $ S,463,132

Differencegbudget to GAAPI

_ Prior and cufienl adjustnents to revenues {73.903)

Total revenues as reporled on the Statemenl of Govemmental Fund Revenues, Expenditures
and Changes in Fund Balances {Page 13) l 9lA9.2A

- Uses/outflows of r€source!:
Actual amounls (budgetary basis)'lolal chaoes to approprialions' from the budgetary $ 9,821 ,662

comparison schedule (Page 46)

- Differencesbudgel to GAAPj

Prior year expendilures are not oulflows of budgetary resourc€s, but are expendilures for

- financial Eporling purposes 144,186

Encrmbmnces for supplies and equipmenl ordercd but not received arc rcpoded in the year
the oder is placed lor budgetary reporling purposes {108,982)

- Transfers to olher funds are oulrows of budgelary resources, bul are not exp€ndilures for
frnancialrepoding purposes (296,041)

_ Adjustment to expendihrres 174_713

Total expendilures as rcported on lhe Statemenl of Govemmental Fund Revenues,
Expenditures, and Changes in Fund Balances {Page 13) l_gfiqEo

NOTE B- STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. BUDGETARY CONTROL

The Municipality's annual budget is prepaled on the budgetary basis of accounting, which is not in accordance wih GAAP, and
epresents depadmental appropriatiofls recommended by the Mayor and approved by $e Municipal Legislature prior to the

- beginning of the fscal year. Amendments to $e budget require the approval of tle l\runicipal Legislature. Transfers of
appropriations wiftin the budget, known as irayols Resolutjons, do not require the approval offie lrunicipal Legislatu.e.

- The Municipality prepares its annual budget including the opelations ofthe general fund.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e., purchase orders, contacts)are considered

- expenditures when incured. For GMP reporting purposes, encumbrances outstanding at year-end are reported as
reservations of fund balances and do not constitute expenditures or liabilities because the commitmenls will be honored during
the subsequent year.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GMNDE

NOTES TO BUDGETARY COMPARISOiI SCHEDULE. GENERAL FUND (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

_ t'toTE B - STEWARDSH|P, COMPLTANCE AND ACCoUNTAB|L|TY {CONTTNUED)

B. BUDGETARYCOI'ITROL (CONTINUED)

- The unencumbered balance of any applopdation at the end of he fiscal year will lapse at the end of such fiscal year. Other
appropdations, mainly capital project appropriations, are continuing accounts for which the lvtunicipal Legislature has authorized
flat an unspent balance lrom the pior yeat be canied foMard and made available for cunent spending.

The annual budget as presented in the Budgetary Comparison Schedule-General Fund is the budget ordinance at June 30,

_ 
2010 representing the originalbudget. There were no supplemental app.oprialons forthe yearended June 30,2010.
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MUNICIPALITY OF SABANA GRANDE

SCHEDULE OF EXPENOITURES OF FEDEML AWARDS

JUNE 30,2010

Federal G rantor/Pass.lh roug h or CluslerTitle

Federal CFDA Pass-through Entity 2009-20i0 F€deral

Number ldentifyingNumber Er,penditures
U.S. DEPARTMENT OF AGRICULTURE:

Pass-hrcugh Deparfnenl of Education:

- Child andAdultCare Food Pmgram 10.558 N/AV 505,931

U.S. DEPARTMEI,IT OF HOTJSINGAND URBAN DEELOPiTENT:

- DirectProgram:

Seclion 8 Housing Choice lbucher6 Program

- Pass-Through Sbb - Ofice of he Comm issioner of L,l unicipal

lfiails:

_ Comm unity De\elopm ent Block Granb - Slab

Tohl Com munity Del€lopment Block Granh- State Cluster

- PasgThrough Slale - Puerb Rico Housing Adm inistaton

Public and lndian Housing

- Pass-T hrough Sbte - Slate Departemenl of Family

Homelessness Pre\€nlion and Rapid Re-housing Prcgam

- {H PRP) (Recovery Act Fun ded)

14871 775,20A

09-FC-55

08-FC-55

07-FC-55

05-FE-55

05-A&55

04-FC-55

M-r&55

03-FC-55

02-A&55

02_FC_55

01-F0-55

99-A&55

g9-FC-55

Com munily De'.elopment Block Granb - Slab (Recovery Act) 14.255 08-AB-DR-55

14228 09-A855

14257 2010-000275

2,754679

11,500

14 850 R0005009032

2,766,179

347,142

29,739

Total U.S. Department of Hoosing and Ulban oevelopment

Conlinue
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IiIUNICIPALITY OF SABANA GRANDE

SCHEoULE OF EXPENoITURES OF FEoERAL AWARoS (Continued)

JUNE 30,2010

Federal G rantor/Pass.th roug h o r Clu ster Title

FederalCFoA Pass-lh.oughEntity

Number ldentifyingNumber
2(}{9.20i 0 Federal

Erpen dilu res

U.S. DEPARTTTEIIT OF HOMELANO SECURITY:

Pass-Through he Commonweal$ of Puetu Rico Govemor

Ofrce - Public S€curilylfiaiE Offce

Disaster Grants - Public Assislanc e

U.S. DEPARTiIENT OF HEALTHAND HUMAN SERIICE

Direcl Program :

EarlyHead Slad

ARRA-EadyHead Slarl

Total EarlyHead Shrt Cluster

Pass- Thmugh Shte ElderlyOff ce

SpecialPmgram for&iig, Tite lll, Part 8

Pass.Through lhe Commonwealh of Puerb Rico -
Administation for Children and Families:

Child Care and oelelopment Blo6k G lanl

ARRA- Child Care and Detelopment Bloc k Grant

Total Child Care and DelelopmentBlock cGnl Clusler

Family Volence Prelenton and Seoices

Head Shd

ARM-Head Sbrt

TohlHead Shrl Cluster

TotElU.S. Departnent of Health and Human Service:

TOTAL EXPENDITURES OF FEDEML AWARDS

97 036 NolAlailable 50638

93 600

93.709

479176

14,308

NotAlailable

02sE9893

241-200',191

241-2010-000181

241-2010-000140

4 692,383

62,904

493,484

s3.M4 69,126

93 575

93.713

185,488

2,681

188,'169

93.592

93.600

93.708

25.682

4,755,287

5,531,748

9,966,577

ROMAN TORO & CO., CSP CeiiJied Public Accot tants an(l Business Cons tants
PO BOX 3043 YAUCO PR 00698-3013 . TEL. (787) 856-6220 F,Ly: (787) 856-623j
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COi,lMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30,2O1O

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
the l\.,lunicipality of Sabana Grande, Puedo Rico (Municipatity) and is presented on he modified accrual
basis accounting. The information in this schedule is presented in accordance with he requirements of
OL|B Circular A133, /ud,ts of States, Local Govemnents, and Non-prcft Organizations. fhercfote,
some amounts presented in lhis schedule may differ from amounts presenled in, or used in ihe
preparalion ol he general-purpose fnanciat statements. The reporting entity is delined in Note (1) (A)
to lhe general-purpose combined financial statements.

iIOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. The accompanying Schedule of Expenditurcs of Federal Awards is prepared from Municipality,s
accounting records and is not intended to preseot financial position or the results ofoperations.

B. The frnancial transactions are recorded by the Municipalily in accordance with tle lerms and
conditions of the grants, which are consislent with accounting principles generally ac.epted in the
United States of America-

C. Expenditures are recognized in the accounting period in which lhe liability is incuned, if
measurable orwhen actually paid, whichever occurs llrsl.

NOTE 1 GENEML

FEDERAL CFDA NUMBER

The CFDA numberc included in fiis Schedule are determined based on the program name, review of
grant conlract information and the Office of l\ilanagement and Budget's Catalogue ol Federal Domeslc
Assistance.

PASS THROUGH GMNTOR'S NUiIBER

State or local govemment redistribution of ledeml awards to tte ltiunicipaljty, heated as if ttey wee
received directly from tle federal government. 0[rB Circular Al33 requires the schedule to include
the name of he pass hrough entity and identifying number assigned by the pass through entity for
federalawards received as a subrecipienl. Numbers identifed as N/AV are notavailable.

MAJOR PROGRAMS

Major programs are identified in the Summary ofAudito/s Results Seclion of the Schedule of Findings
and Questioned Cosls.

ROMAN TORO & CO., CSP CeniJied Publi. Accomtantsan.l Business Consuha ts
PO ROX 3043 yAUCO PR 00698-3043 . rEL. (787) 85C6220 FAX.-OB7) 856 6231 50
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GMNDE
NOTES TO SCHEDULE 0F EXPEIIDITURES 0F FEDERAL AWARDS (Continued)
JUNE 30,2O1l)

NOTE 6 - RECONCILIATION OF
FEDEML AWARDS
STATEMENTS

EXPEiIDITURES PRESENTED IN THE SCHEDULE OF
TO THE EXPENDITURES PRESENTED IN THE

Description
Head Stad
Program

EXPENDITURES OF
BASIC FINANCIAL

Oher
Governmental

Funds

CDBG

Fund

10.558

14.228
14.255
14.850

14.257

14.871

97.036
93.044
93.575

93.713

93.600

93.708
93.592
93.600
93.709

Total federal awards expenditures
Total nonfederal awards expenditures

Total expenditures, fund statements

4,692,383 2,754,679

$ 505,931

11.500

307,142
29,739

775,200
50,638

69,126
185,488

2,681

62.904
25,682

479J76
't4,308

2,5't9,515
4,118,943

$
2,754,679

4,692,383

4,692,383 $2,754679 $6,638,458

END OF NOTES

ROM4N TORO A CO., CSP Ccttilie.l Public Accottlk)nts and Business Consuhants
Po ROX J043 yAUCo PR 00698-J013 . TEL. /787) 8566220 F,Ly: (787) 856-6233
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r+-/ Certifled Public Accountants
!-,i Honesty - Int gdty - Expeierc€

Amrican Innitute ofCenified Public lccounlanrs
and PR Sdicry orcenified Public Accounlrnrs

Jos6 D. Rofrin Torc, CPA, President
website:rw.cpaomlnlorc.com

Tel (78?)856-6220

REPORT ON INTERI{AL CON'ROL OVER FII,IANCIAL REPORTING
AND ON COIUPLIAI.ICE AND OTHER MATTERS BASED ON AN AUDTT OF F|NANC|AL

STATEMENTS PERFORIiIED IN ACCORDANCE WfiH AOWRNIIENT AUD'III'G SIAIVDIRDS

Hono.able lt{ayor and Member of the
ll,lunicipal Assembly
Municipality of Sabana Grande, Puerto Rico

We have audited the fnancial statements of the govemmental activities, tte business-type aclivities, each major
fund, aod he aggrcgate remaining fund informatjon of [runicipality of Sabana Grande, puerio Rico as of and for $e
year ended June 30, 2010, which collectively comprjse lrunicipality of Sabana Grande, puerto Rico,s basic fnancial
statements and have issued our report lhereon dated February 14, 2011. The repod on qovemmenlal aclivities was
adverse because tlre Municipalily of Sabana Grande, Puerto Rico had not recorded cerhin general infrastructure
assets in govemmental activities and, acclrdingly, had not recorded depreciation expenses on these assets. We
conducted our audit in accordance with auditing standards generally accepled in the United Slates of America and
the staflda.ds applicable to financial audits contained in Gowmnent Auditing Standards, issued by the Comptroller
General of the Lrnited Stetes

lnlernal Conhol Over Financial Reporting

ln planning and performing our audd, lye consjdered Municipality of Sabana Grande, puerto Rico,s inteinal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opintons
on the financial statements, but not for tte punose of expressing an opinion on the effeclveness of Munjcipality of
Sabana Grande, Puerto Rico's inlemal control over f0ancial reporting. Accordingly, we do not express an opinion on
the effectiveness ofthe lvunicipality ofSabana Grande, Puerto Rico's jnlemal control over frnancialiepoding.

Oua consideration of anternal control over frnancial repoftng was for fie limited purpose described in the preceding
paragraph and was 0ol designed to identiry all defciencies in intemal control over financial rcporting flat might be
significant deliciencies, or material weaknesses and therefore, there can be no assurance that all deficiencies,
significant deiciencies, or material weaknesses have been identiied. However, as descdbed in the accompanying
schedule offinding and questioned costs, we idenlified a deiciency in inlemal control over linancialrc@dinq that we
consider lo be a matedal weakness.

A deliciency in intemal conlrol exisls when fte design or operatioo oI a contrcl does not allow management or
employees in a no.mal course of perlorming heir assigned functions lo prevent, or detect and conect misslatemenls
on a timely basis. A material weakness is a deficiency, or a combination ol defciencies in intemal control such that
lhere is a reasonable possibility that a material mjsstatement ol the entily's financial slatements will not be prevented,
or detected and corected on a tjmely basis. We considered the deliciency desc.ibed in the accompanying schedule
offnding aod questioned costs as item 2010-ll-1 to be a malerial wea kness.
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Compliance and Other Malters

As part of obtaining reasonable assurance about whether Municipality of Sabana Grande, Puerto Rico's inancial
statements are free of material misstatement, we performed tests of ib compliance with certain provisions of laws,
regulations, contracls, and grant agreements, noncomplianc€ with which could have a direct and material effect on
lhe determination offinancial statemenl amounts. Hot{ever, providing an opinion on compliance wifi tho6e provisions

was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no inslances ol noncompliance or other matteE lhat are requked b be reporbd under Govennental
Auditing Slandads.

It unicipality of Sabana Grande, Puerto Rico's response to lhe finding identjfied in our audit is described in the

accompanying Schedule of Findings and Questioned Cosb. We did not audit he ltlunicipality of Sabana Grande,
Puerto Rico's response and, accordingly, we express no opinion on it.

This repod is intended solely for $e infomation and use of management, others within the e0tity, Municipal

Assembly, and fedenl awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parlies.

/) -7- ./,'
+<*- /,"L4 t(o//

ROI.i|AN TORO & CO,, CSP
LICENSE #35 . IN FORCE

Yauco, Puerto Rico

February'14, 2011

Stamp #2583303 was aflixed to
the original of this report

ROMAN TORO & CO.. CSP Certiled Public Accontantsond Dusiness Consultants
PO BOX 3043 yAUCO pR 00698-3043 . TEL. (787) 856-6220 FLy: 087) 856_6233 
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and PR sMiery ofCcdified Public  ccountlnts
Jose D. Romin Toro. CPA. Presidenr
Websne:**! cparonanroro.com

Tcl. l18l a56-622o

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMEI{TS THAT COULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE IN ACCORDANCE WTH OMB CIRCULARA.I33

Honorable ll,,layor and lvember of the
[.4unicipal Assembly

Municipality of Sabana Grande, Puedo Rico

Compliance

We have audited lvunicipality of Sabana Grande, Puerto Rico's compliance, with the types of complia0ce
rcquirements described in he OMB Citcular A133 Conpliance Supplenenl lhal colld have a direci and material
eflect on each ol Municipalily of Sabana Grande, Puerlo Ric4's majot federal programs for lhe year ended June 30,
2010. l\,lu0icipality of Sabana Grande, Puedo Rico s major fedeEl prog.ams ad idenlified in the summary o, audjto.'s
resufls section oflhe accompanying schedule offindings and queslioned costs. Compliance with the requirements of
laws, regulations, contracts, and grants applicable to each of its major federal prcg.ams is $e responsibility of
Itlunicjpality ol Sabana Grande's management. our responsibiliiy is to express an opinion on l\,luticipality o[ Sabana
Grande's compliance based on our aldlt.

We conducted our audit ofcompliance in accordance with auditing standards generally accepted in the United States
ofAmerica; lhe standads applicable to fnancial audits contained in Goyerrment Auditing Standatds, issued by the
Comptroller General of lhe United States; and 0i.48 Circula. A-133, Aud,,ts of Stafes, Locat Govennents. and Non-
Prcfit Organizations. Ihose standards afld OMB Carcular A-133 require that we plafl and perform the audit to obtain
reasonable assuEnce about whether 0oncomplia0ce with ihe types of compliance requirements referred to above
tlat could have a direct and material effect on a major fuderal program occu[ed. An audit iflcludes examining, on a
test basis, evidence about Municipality of Sabana Grande, Puerto Rico s @mpliance with those requirements and
pedormiflg such olher procedures as we considered necessary in the circumstances. We believe lhal our audit
provides a reasonable basis for ou. opinion. Olr audil does nol provjde a legal determination of l\,,lunicipality of
Sabana Grande, Puerto Rico's compliance with those requirements.

In our opi0ion, Municipality ol Sabana Grande, Puerto Rico. complied, in all material respects, with dle compliance
requi.emenb refe{ed to above lhal could have a direct and material effect on each of its major lederal prog.ams for
he year ended Jufle 30, 2010.

lntemal Control over Compliance

l\4anagement of lt unicipaljty ofSabana Grande, Puedo Rico, is responsible for establishing and maittainiru effeclive
intemal contrcl over compliance wath the requiremenls oi laws, regulations, contracls, and granls applicabie to
federal programs. ln planningand performing oura0dit, we cotsidered Mun icipality of Sabana Grande puedo Ricos
intemal conlrol over compliance wilh the requiremenls that could have a direcl and malerial effect on a major federal
program lo determine the auditing prccedures for the purpose of expressing our opinion on compliance and to test
and rcport on internal conlrol over @mpliance in accordance with O[48 Circular A,133, but nol for the purpose of
expressing an opinion on the elfectjveness o, jnlemal control over @mpliance. Accordingly, we do nol express an
opinion on the eflectiveness of l!y'unicipality ofSabafla Grande, puerto Rico's internal co0trol over compliance.
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_ A deficiency in intemal contrcl over comp,ance exists when lhe design or operation of a control over compliance
does not allow management oremployees, in the normalcourse of pedorming their assigrcd functions, to prevent, or
detecl and corcct, noncompliance with a type of mmpliance requirement of a federal program on a timely basis. A
nateial weakness in ktenal contrcl over canpliarce is a defciency, or combinalion of deficiencies, in intemal

- control over compliance, such hat there is a reasonable possibility tlat material noncompliance with a type of
compliance requiremenl of a lederal program will not be prevented, or detected and conected, on a limely basis.

- Our consideration of intemal control over compliance was for tle limibd purpose described in tE frst paragraph of
lhis section and was not designed b identry all defciencies in intemal conlrcl over compliance that might be
deficiencies, signifcant defciencies, or mateial weaknesses. We did not identify any defciencies in intemal control

- over @mpliance that we consider to be material weaknesses, as defined above.

Ihis report is inte0ded solely for the information and use of management, lllunicipal Assembly, othe6 vrithin he

- entity, fuderal awarding agencies, and pass-$rough entities and is not intended to be and should not be used by
anyone other 6an these specified parties.

--;)

' *o*, ,o*o , a0., aa,
LICENSE #35 - IN FORCE

Yauco, Puerto Rico

_ 
Febuary 14,2011

Stamp #2583304 was affixed to

_ 
the original of this report

ROM{N TORO & CO., CSP Ceiiled Public Accotatants an.l Business Consultants
PO ROX 3043 YAUCO PR 00698 3043 . TEL (787) 85c6220 FAX: t787) 856-6233 
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2(),I()

SECTIOI{ I - SUIilMARY OF AUOTTORS' RESULTS

Fill.rcLl StebnEnt3

Type of audito/s report issuedi

. GovemmeatalWide FinancialSlalements

. Gor€mmental Funds Financial Slalemenb

l,rtemal conlml oler fnancial reporlingt

. liignificanlconlmlde,ficiencf identtfed?

. Malerialweakn6s (es) idenlified?

Noncompliance maleial lo ,inancial statemenls noled?

Feder.lAmrd3

lnl€fnal confol over maFr programs:

. Significanl conrol deliciencf iGntr'fred?

. Malerial weakness (es) idenlified?

Type of audilo/s report issued on compliance for
Maior Proglams:

Any audil fnding disclosed lhat are required lo be reported
in accordance wih Seclion 510(a) ol Circular Al33?

lds ilicalion o{ Major PmEams:

CFDA Number

Ev*
Ev*
Ev*

Ev*
! ves

E Unqualilied Opinion

E Adverse opinion

E v".

Narne o, Federal Prooam or Cluster

E None rcponed

Ero
Em

E None repo ed

Er"

E Qualified oprnion

E Dis{lairner Opinion

8ru"

10.558

14-2n;14255

14.850

14_871

93.600i 93.709; 93.708

Doliar lhreshold used lo dhtinguish beireen
Type A and Type B Prog€ms:

Audilee qualified as lowisk audilee?

Ch ld and Adu t Care Food Program

Commufily Developmenl Blo.k Glanl Pogram - State ProgEm Cluster

Public and lndian Housing

Seclion 8 -RenlalHousng Choice Vouchers

l-lead Starl and Eady Head $an Prog€m Ctusler

Ero
s300,000

Ev*

END OF SECTION

ROMAN TORO & CO,,
PO BOX 3043 YAUCO PR

CSP Certilied Public Accontantsand Business ConsuLants
M698-3043 . TEL. (787) 856-6220 FAx: (787) 856-6233
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COM ONWEALTH OF PUERTO RICO
IIUNICIPALITY OF SABANA GRANDE

- SCHEDULE OF FlNDtt{GS AND QUESTTONED COSTS, Codinued
FOR THE YEAR ENDED JUNE 30,2()IO

_ 
SECTION II-FINANCIAL STATEiiIENT FINDINGS

20.t0.I.t
Type of fi nding: Financiat statement.

- Situalion: I\,laterial Weakness in fnancial reporling.
Federal Prcgam: Nofle.
Compliance Requiremenls: Nol applicable.

- Prior-Yea(s) Audit Findjng(s): 2009{-1
Qlestioned Costs: None.

Cdldition:
- The lt'lunicipality did not account foa cedain capjlal assels, and lhe impact ol such omission was sufficient as lo cause lhe

financial stalements as a whole to be in discordance wilh generally accepted accounting principles, Ior which an adverse
aldilols opinion was issued.

Context:
During our review lhe Municipalily's acaounting rccords over ils capilalassets, we found lhatthe [,lunicipality had not accounted
lor certain general inlrast uclule assets nor the respeclive depeciatjon expense on hose which exisled before the

- implementalion ofGASB 34 which rEuired the accounting for allcapital assets.

Cilr a:

- GASB 34 rcquires thal general infastructure assels be capilalized and depreciated, which would increase the assets, net assets,
and expenses o, the govemmental activilies. Additionally, the Municipality mlst maintain accuEte and complete rccods of its
properly, as required under Chaptel Vll of lhe fi.lunicipal Administralion Regulalory Manual of tie Puerlo Rico Commissionels
offce lor [4unicipal Affairs (OCA[,4). Finally, he Municipality must mainlain adequate records and documentation in order lo

- substantiate account balances and tEnsactions and overall govemmental fscal operations for examinatjon and audit, as
required by Arlicle 8.015 of Law *E1 of August 30, 1 991 and by Law # 5 of oecember 8, 1955.

- Cause:
The Municipalit's staff did nol perform the acaountng for infrastucture assets which existed before he implemenlation of GASB
34, which allowed lhe retroaclive eslimalion of asset values and ecording of accounling cosls for infrastucture assels up lo

_ June 30 2007 in order to present a complete financial posilion ot the capital assets of the Municipality.

Effact:
Tle lrunicipality's financial slatemenh as oI June 30, 2010 were nol in actordance wilh generally accepted accounting

- Pdnciples

Aualito t" s R ecdnnqd ati o h :
The ltlunicipalily should acaount for all ils infraslrucfurc assets, in order to present lhe most acqrrate fnancial position in ils

- fnancial slatemenls, in full accordance witi genemlly accepted accounling p ncjples.

Vtews of rcsponsible officials aftl cofiective aclions:

_ fte [,lunicipality is in the pocess of requestng proposals from oulside c$nsullants lo know fle cosl of lhose services. Oflce we
know the approximaled cost of the selvices we have to rdentry he source offunds in the budgetlo pay lor those services.

END OF SECTION

SECTION III- FEDERAL AWARD FINDINGSATIO OUESTIONED COSTS

END OF SECTION

RO\,L4N TORO A CO., CSP C?fiifed Public Accowta ts and B siness Consutta ts
PO ROX 3A$ YAUCO pR 00698 3043 . TEL. t787) 85t6220 FAX: (787) 856-62t3 
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