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Honesty - Integrity - ExPerierce

INDEPENDENT AUDITOR'S REPORT

Honorable Mayol and lrembe.s ofthe
lrunicipal Assembly
lvlunicipality of Sabana Grande, Puerto Rico

we have audited the accompaoyiflg financial statements ofthe governmental activities, each major fund, and the

aggrcgate remaining fund information of Municipality of Sabana Grande, Puerlo Rico, asd and for the yeal

enieJJune OO, 2011, wtrich collectpety comprise lhe Municipality of Sabana Grande's basic fnancial statements

as listed in ttle table of contenls. These inancial statements are the respomibility of Municipality of sabana

Grande, Pueio Rico's management. our responsibility is to express opinions on these financial statements

based on our audit.

we conducted our audit in accordance with auditing standards generally accepted in the united states of

America and the standards applicable to financial audits contained in Govemmenl Aud,iting standards, issued by

the comptoller General of the united states. Those standads require that we plan and perform the audit to

obtain reasonable alsurance about whether the fnancial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supportng the amounts and disclosuresin lhe linancial statements.

An audit also iniludes assessing the accounling principles used and lhe signifcant estimates made by

management, as well as evaluati;g the overall financia! statement presentation. we believe that our audit

prcvides a reasonable basislor ouropinions.

As discussed in Note 4 to the fnancial statements, managemeni has not recorded certain general infrastructure

assets in governmental activities and, accordingly, has not recorded depreciatioo expense on lhose assets.

Accountinfprinciples generalry accepted in the United States of America require that those general infraslructure

assets be- capitjlized- and d;preciated, which would increase the assets, net assets, and expenses of lhe

governmental activities. The amount by which lhis departure would affect the assets, nel assets, and expenses of

the governmental activities is not reasonably deteminable.

ln our opinion, because of the effects of the matter discussed in the preceding paragraph, llle frnancial

statemenis refened to above do not present fairly, in conformity with accounting principles generally accepted in

lhe united slates of America, the fnanciat position of the govemmefltal activities of the llunicipality ol sabana

Grande, Puerto Rico, as of June 30, 2011, or the changes in financial position thereof fol the year then ended'

lnaddition,inouropinion,thefinancialstatementsleferredtoabovepresentfairly,ina]lm€terialrespects,the
resleaive 

'tnancial' 
position of the each major fund, and the aggregale remaining fund information of the

Mu;icipality of Sabana Grande, Puerto Rico, as of June 30, 2011, and the respective changes in ioancial

positioir aia, where applicable, cash flows lhereof for the year then ended in conformity with accounting

principles generally accepted in the United Slates ofAmerica



INOEPENDENT AUDITOR'S REPORT

(coNIlNUED)

ln accordance v/ith Government Auditing Standards, we also issued our report dated March 16' 2012' on our

"o*i""iio. 
of the lltunicipality of sabana Grande, puerto Rico,s internal control ovet inancial rcporling and our

i".ii oi it. *rpriu*a with certain provisions of laws, rcgulations, contracts, and grant agreements and other

matt"". in"lripose or that repod is to describe the scope of our iesting ol intemat control over financiat rcporting

,nJ *rptiu*a ano tt" ,esult oithat testing, and not to provide an opinion on intemal control over financial reporting

oion.ompti"n.". That report is an integial partofan audit performed in accordance wilh Govemment Auditing

Standards and should be considercd in assessing the results of our audit

Accounting principles generally accepted in lhe u0ited staies of America require thai lhe managemenfs discussion

ano analyiii and budgetary comparison information on pages 3 through I and 46 through 48 be presented to

supplement the basic fi-nancld datements. Such information, although nol a part ol the basic financial statements, is

,"i,ii"O UV tf," Govemmental Accounting Standards Board, who considers it 1o be an essential part of financial

reporiing for placing the basicfinaflcial statements in an appropriate operational, economic, or historical context We

lave aiptied cert;n timited procedures to the rcquired supplementary inlormation in accordance with auditing

slandardi generally accepted in the United States of Amedca, which consisted of inqui es ol management about the

methods oi preparing the infornation and comparing the infomation fo. consistency wilh managements responses

to our inquiiies, fi;basic financial statements, and other knowledge we obtained during our audil of lhe basic

fnancial slatements. we do not exprcss an opiniol or provide any assurance on the information because the limited

procedures do not provide us with sufficient evidence lo express an opinion or provide any assurance

our audit was conducted for the purpose of forming opinions on the fnancial statements that collectively comprise

the lrunicipality of Sabana Grand;, Puerto Rico's fnancial statements as a whole' The accompanying schedule of

expenditures of tederal awards is presented for purposes of additional analysis as requi'ed by U'S Oflice of

l\4anagement and Budgel circular A-133, Audits of stales, Local Governments, and Non-Profit organizaiions, and is

nol a;quired paft of tie financial statements. The schedule ofexpendilures offederalawads is the rcsponsibility of

management and was derived from and relale direclly to lhe underlying accounting and other ecords used to

prep; the fnancialstatements. The information has been subiected to the auditing procedurcs applied in lhe audil

ol tie fnancial stalements and certain additional procedures, including comparing and reconciling such inlomation

dircctly to the underlying accounting and othel procedures in accodance with auditing standards ge0erally accepted

in the iJ nited Stabs ;f /imerica. tn ;u r opinion, ihe information is fai y stated in all material respects in relation to the

financial statements as a lvhole.

Yauco, Puerto Rico

[,4arch 16,2012

Stamp#E18582 was affixed to

the original of this repod

PUBLICOS AUTORIZADOS, CSP

LICENSE #35. IN FORCE
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSIONANOANALYSIS

FOR THE FISCALYEAR ENDED JUNE 30,201I

ThemanagementofMunicipalityofsabanaGrande,PuertoRico(Municipality)offers]hisna(ativeoverviewandanalysisol
tf,. nn...i.i iairiti"t 

"f 
tte lrunicipality for the fiscalyear ended June 30, 2011 The ["lanagement's Discussion and Analysis

ttyO&el is desioned to focus on the curcnt y"a, aciirities, resulting changes and currently known facts, and much of the

iffiriii-.lJ ,i',irr,.oi"'to prio1. y"a,. This [.tDaA should be read in conjunction with the accompanying basic financial

statements and the accompanying notes to those fnancialstatements'

The new reporting model required by Govemmental Accounting standards Board statement No. 34 was implemented during

nscaf ZOOa-iOO+.ile UOM is prepared in order to comply wi[h such pronoun@ment and, among other purposes, lo provide

the fnancial statements users with the lollowing major informationl

.. a broadel basis in focusing important issuesi

* acknowledgement of an oveNiew ol the lllunicipality's linancial activitiesj

i. pirla. foi'- *a*1o1 of its financial cond ition a; ofthe end of the indicated liscalyear, compared with prior year resultsi

* identification of uses of funds in the financing ofthe l\"lunicipality's variety of activities andi

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

FINANCIAL HIGHLIGHTS

The following are key financialhighlights for lhe fiscalyear:

.t The assets of the Municipality exceeded its liabilities at June 30, 2011 by $19,960,688, and at June 30, 2010 by

$18,036,051, as restated;

* The Municipality's totalnet assets increase by $1,924,637 during fiscalyeat 2010-2011

*AsofJune30,20ll,theMunicipality'sgovernmentalfundsrepodedcombinedendingtundbalancesof$5'741'079'a
decrease of $614,130 from lhe prior vear;

, AtJune 30,2011, the unrestricted deficit was $7,749,051;

n The Municipality's capital assets inventory increase as a result of this year's operations Capital assets net ot depreciation

as ofJune 30,2011 was $23,664,461;

* The investment in capilal assets for this year was $5,050,667;
.! Loans principal payments were $428,000 and $376,000 in 2011 and 2010' respectively'

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and aflalysis are intended to seNe as an introduction to the l\4unicipality's fnancial statements' The

lvunicipality,s basic fnancial statements comprise hree components: governmenlwide fnancial statementsi fund inancial

statemens; ano notes to the financial statements. This report also contains olher supplementary information in addition to $e

basic financial statements themselves.

GOVERNMENT.WDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide readerc wilh a broad overview of the Municipality's finances,

in a manner similar to a private seclol business

RO 44N TORO &CO-, CSP Cetifed Pubtic Accontantsand Business Consultants

poaoijoa3 vAUCo PR rn6g8-t043 . TEL. (787) 856-6220 FAX: (787) 856-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FORTHE FISCAL YEAR ENDEO JUNE 30,2011

GOVERNMENT.WOE FINANCIAL STATEMENTS (CONIINUED)

ThestatementofNetAssetspresentsinformationonallolthel.,unicipality,sassetsandliabilities.withthedifferencebetween
the lwo reDorted as net assets. Over ime, lncre;ses or decreases in net assets may seNe as a useful indicatol of whethel the

financial position ofthe Municipality 6 improving or deteriolating

The statement of Activities presents information showing how the irunicipality's net assets changed during the most recent

fscal year. All chanqes in net asses are reported as soo'n ai the unaerfying eient giving rise.to the change occurs, regadless

lii;e iil "il} iii 
iJi.ni 

"rrr, 
l-"*r. ir,|,jr, "r.*., "na "rp"nt.. 

lreieportei in this statement for some items that will

result in cash flows in fuiure liscal periods'

Both o{ the government-wide financEt statements of the Municipality are prircipally supported by taxes and intergovemmental

;;;;;.;i; ;";;,;..rtat activities of he turrn,",p"i,tv i..rrd" g;.",ar govemment, public safetv. public works. cullure and

recreation, health and sanitation, sorio wa*e-lis[oiai, h"un i"'ic"i ano wellare, urban development and education'

Propedy taxes. municipal license tax. state and federalgrants llnance most 0l these acNflEs

FUND FINANCIAL STATEMENTS

AfundisagroupingolrelaiedaccounlslhatisusedtomaintainconlrolovelresourcesthalhavebeensegregatedforSpecilic
!;iiiia, ii Ju]!"iri. n; Municipatity, r,k; "G;-;i; and tocal sovemmenrs, uses tund accountins to ensurc and

demonstrate compliance with finance-related legal requiremenls

GOVERNMENTAL FUNDS

The [,lunicipality's basic seruices are reported in the govelnment fund frna0cial statements' The governmenifunds are reported

usrnq an accountng method called modited aaiuat"iccounting wnicn measures cash and all other financial asseb thal can

""ilr- 
o" .a-a"",tio i.t" *rt. core..entu]-runat i" *t"o ro account for essenlElly the same lunctions repoded as

o"#ll#n;ilililr';itu s;*rr*r-"d" fin"nciatstatements. However, untike rhe govemment-wide linancial statements,

ffiil[ffii iffi;;;;iil;i;;.;i; f;"r;;.."+rm inflows and outfows of spendable resources, aswellas on balances

:ffiffiil;.;;ffi;i.o-r" .i t 
" 

eno 
"in" 

trLi yeai. suctr rnrormation may be useful in evaluating a govemments

;l,j|i.lffffilffiii'""rir-iJi-"jr.,r," o],rr-oi 
'go,.,.r".ta runds is na;rower than rhat of the sovemment-wide

fnancial stalements, it is usetut to compare ttre intJi'i"tion "pi"itnt"a to' go'ernmental tunds with similar informatioo presented

for oovemmental activiiies in tte gorernrent*iOJ t nan"iuiri"t"r"ntr. Ey doing so. readers may bener understand lhe long-

t"rri irp""l oflh" gor"rnment's near'term llnancing decisrcns'

The Municipality adopts an annual apprcpfiated budget fol ils general fund' A budgetary comparison statement has been

proria"o toi tn"'g.n.i.t l, nd to demonstrate compliance with this budget'

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide additional information that is essential to a full understanding of the data provided in the govemment-wide

and fund financial statemerts.

OTHER INFORMATION

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

infJr.ution 
"ontaining 

Uroget to actualcompa sons for the generaland maior funds'

ROM1N TORO & CO., CSP Ceftife't Public Accot tants ond Rusiness Co ihants 4

PO BOX 3t)43 YAUCO PR A0698-3043 TEL. (787) 856-6'L0 F'LY: (787) 856'fi33



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSIONAND ANALYSIS (CONTINUED)

FOR THE FISCALYEAR ENDED JUNE 30,2OI't

GOVERNMENT.WIDE FINANCIAL ANALYSIS

GOVERNMENTAL NET ASSETS

As noted ea ier, net assets may serve over time as a useful indicator of a govemmenfs fnancial position. lfl lhe case ol the
'r,ir.iii]irri, iili.rt.i. "i.*;;d 

tiabitities by 919,960,088 as ol June 30, 2011 versus $18,036,051 as of June 30, 2010. oul

.n"iyrl iJri,* toir."t on the net assets (Table 1)and changes in net assets of the [.,1unicipality's governmental activities'

Tabl€ I
Statemont of tl€t Asaets

Current and nonturent assets

Capital assets

TolalAsr€ts

Cunenl liabililies

Longterm liabilities

Total Liabilities

Net assels:
lnvestment in c€pital assets, nel of lelated

debt
Restricted
Deficil

Total Net Alssts

2011

$ 8,780,872
23,664,461

20r0

$ 10,217,458
21,638,839

n,$,333
2.897,614

9,587,031

j?,48451s

19.150,461

8,559,278
(7,749,051)

qlg!q!r!8

l1!56,2e7
4,163,425
9,6s6,821

11,8N246

17,045,839
8,938,412

(7,948,200)

!1.!1M!1

Thelargestportionofthel\,lunicipality,snetassetsreflectsitsinvestmentincapitalassets(e'g,land,buildings,machineryafld

"qripri"iii.tr..y 
related de;t uled to acquire those assets still outstanding' These capital assets are used to provide

iervices to citizens; ilnsequently these assets are not available for future spending' lt should also be noted that the resources

i"qrii.o t Lprv ii" 
"r.ted 

debt m!6t be provided from other sources, since the capitat assets themselves cannot be used to

iiqiii.t" if,"i! rillifiti"r. nn additional poft;n ol he llluaicipality's net assets represents resources that are subject to external

rest ctions on how they may be used.

Total NetAssets ofthe l\.lunicipality's governmentalactivities were $19,960,688' The unrestricted defcit was $7'749 051 at June

30, 2011, an increase of$1,924,637 from prioryear.

GOVERNMENTAL ACTIVITIES

Govemmental activities iflcreased the Municipalty's net assets. Key elemenls of lhis increase are as follows: the Municipality's

i'*#ii"ira ""iii1L, 
r,"J n.t 

"rp"*., 
or $e,e6s,5g1. However, these seNices are intended to be primariy tunded by taxes,

i, app"."J ta charges for services and grants, and those taxes and other general revenues exceed net expenses by

$1,924,637.

RO/1AN TORO & CO., CSP Cettilied Pubtic A'comtakts and Business Co suha s

po Box 3043 TAUCO PR 00698 3043 TEL. (757) 856-6220 FLY: 087) 8s6 6231
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTIiIUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2()I1

GOVERNMENT.WIDE FINANCIAL ANALYSIS (CONTINUED)

GOVERNMENTAL ACTIVITIES (CONTINUED)

TheMunicipalityexperiencedasubstantialincreaseinpropedykxesduetogrowthinnewconstructionsandlheassessed
- valuation oi property witnin the l\'lunicifality. Also, a 1 '50/n saies tax was imposed-by-the Muoicipality' commencing on November

15.2006.Thecostofallgovernmentalaclivitiesthisyearwas$21,669,827'Table2presenlsthecostofeachofthe
lrunicipality's largest Programs.

Table 2

S:taiement of Aclivilies

Revenues
Charges for seryices

Gants and conlributions

Geneallevenues:
Prcperly taxes

Volume of business taxes

Sales taxes
lnteQovenmenlal
Rent
Licenses and pemits
Miscellaneous

Total rcvenues

Expenses
Mayor and municipal legislafure

General govemmenl

Public safety

Public works

Culturc and recrcaliolr

Heallh and sanitalion

Solid waste disposal

Human seruices and welfare

Urban developmenl

Education
lnterest on long-tem debls

Total expenses

Changes in nel assets

Nel assets - beginning, as reslated

Net assets - ending

201I

$ 1,965,240
10,835,006

2,820,809
989,844

641,500
5,304,623

101,563

687,813
248,066

23,594,464

2,269,553
2,983,486

586,738
2,770,079

427,554
2,595 571

2,967,540
587,272

6,182,685
299,349

21,669,827

1,924,637
18,036,051

! _l$!q,688

20lo

$ 2,379,569
11,752,787

2,361,170
962,116
529,505

5,068,340
278,454
4445U
196,507

23,972,982

2,479,962
3,420,540

628,986
2,563,291

433,010
2,730,403

177,366

2,768,046
869,591

5,547,441
313,632

22,332,268

1,U0.714
16,395,337

s 18,036,051

R1MAN TORO & CO-, CSP CeiiJie.l Public Accowtants and Busikets Consultants

po noijo* vAUCo PR 006s8-3i43 TEL. (787) 8s6-6220 F'A-t: (787) 856'6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSIONANDANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ET.IOED JUNE 30, 2()I1

GOVERNMENT FUND FINANCIAL ANALYSIS

As noted eadier, the Nlunicipality uses fund accounting to ensure and demonstate compliance with fnance-related legal

requirements.

Table 3

Balance Sheet

Assels:
Total assets - l\,4ajor Funds

Tolal asseis - Other Funds

Combined total assets

Liabilities:

Total liabilities - ltlajor Funds

Total liabilities - Oher Funds

Combined total liabilities

Fund Balances:
Reserved - I\,lajor Funds

ljnreseNed - Major Funds

Combined total fu nd balances

Total liabilities and fund balances

2011

$ 7,850,083
3,060,049

10,910,132

4080.942
1,088,111

5,169,053

8 559,278
(2,818,199)

5,741,079

!__1q91-qJ!,

20'10

$ 9,734,647
2,218.502

11,953,149

4,537,585
1,060,355

5,597,940

8,950,476
(2,595,267)

6,355,209

s 1t!!114

Table4
Chanqes in Fund Balances

Revenues:
Total revenues - lllaior Funds

Tolal revenues - Olher Funds

Combined lotal revenues

Expenditures
Total expendllures - Major Funds

Tolal expendifures - Oiher Funds

Combined total exPenditures

Ex@ss of expendilures over rcvenues

Oher f nancing sources (uses):

Proceed ftom issuance of bonds

Transfel- ln

Transfer - out

Combined olherfinancing sources (uses), nel

Nel changes in fund balance

Fund Balance _begrnning, as reslaled

Fund Balance - ending

2011

$ 14,931,465
8,598,867

16,248,080
8,101 382

24,349,462

(819,130)

205,000

334,815
(334,815)

205,000

(614,130)

6,355,209

! ,_!111,!29-

2010

$ 18,028,658
5,930,451

23,959,109

18,719,889
6,638,458

25,3s8,347

(1,399,238)

296.041

(296,041)

(1,399,238)

7,754,447 '

s 6.355,2m

ROMAN TORO & CO' CSP Ceti\ietl Public AccoMtdnts arul Business Co suhants

po iroi:ot: yAUCo pR t)t)698 3d4l rEL. (787) s56'6220 FAx: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANOE

MANAGEMENT'S DISCUSSIONANDANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2()I1

GOVERNTIENTAL FUNDS

The focus of the Municipality's govemmental funds is to provide infonnation o-n near-tem inflows' outflows' and balances of

"o"nj"ft" 
,".orraa.. Srah infor-mation is useful in assessi;g the lrunicipality's fnancing requirements ln particular, unreserved

ilil;;;.;;il;r; rs a usetul measure of a govemmenfs net resources avaitabte for spending at the end of its fscal year.

nt Lune lO, ZOti, ttre trlunicipality's govemmentaitunds reported combined ending tund balances of $5'741'079' a decrease of

$614,130 from the P orYear'

The Municipality has an unassigned tund delicit of$2,8'18,199 in ib General Fund. The remainder ofthe balance is restrjcled to

inaicate 1,jt it i! not uuaitabb 6r new spending because it has already been committed; (a) to pay debt service ($824,697) and

(b) for other restricted purposes ($7,734,581).

BUDGETARY HIGHLIGHTS

Budget and actual comparison schedules are provided in the Basic Financial statements for he General Fund. The Budgetary

ior"*,i.o, s"tJrr. br the General Fund siows lhe original adopted budgets, the fnal rcvised budget' actual results' and

variance between the finalbudgetand actualrcsulls for lhe generaland major special revenue funds'

After the original budget is approved, it may be rcvised for a variety of reasons such as unforeseen circumslances and olher

,n..ri"ip.t.i ,"*n*ir. oifferences tetween ttre originat2011 budget afld the fnalamended budget for the Generat Fund were

relatively minor and can be summarized as follows:

.! The originat budget was ameflded to increase expenditures belween expenditures accounts'

CAPITAL ASSETS AiID DEBT ADMINISTRATION

The l\runicipality's investmenl in capitalassets lor its governmental type activilies asof.June 30, 2011 amounted to $23,664,461

lnet ol accumihbd deoreciation). This investment in capital assets includes land buildings' imprcvements' machinery and

Iq,jrpr",,t,-p.-l^.!, .rJi ;,gh;an, ano bridges. The totat increase in the t unicipatity's investrnent in capitat assets for the

;;;;*;ir.;; *;, $2,2i4,tSO. maitionja*ing the fscat year lras principaly for building construction, pulchase of new

vehicles and machinery and equipmeflt, n"."rraryt provides'services io our citizens' Table 5 plesent lhe major classes of

capitalassets.

Land

Construclion in Progress
Buildings

lnfEstructure
l\4achinery and equipment

Motor vehicles

Total Assels

$ 2,098,028

5,112,301

11,757,389

3,8M,397
433,604
378.742

$ 23.664,461

CSP Certilied Public Accountants and Business Cohsuhants

t0698 3i43 TEL.1787) 856 6220 FAX: (787) 856-6233
ROMAN TORO & CO,,

PO BOX 3043 YAUCO PR

Table 5



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS {CONTINUED)

FOR THE FISCALYEAR ENDED JUNE 30,20'I1

LONG.TERM DEBT

Ar June 30.2011 the l,4unicipality had total of $9,587,031 in

Table 6. Of lhis amount, $6,M0,000 comp ses debt backed

other obligations.

general obligations

by the full faith and

and oiherc outstanding debts, as shown in

credit of the govemment and $2,947,031 is

General obligations
Special notes

Others

Total Long Term Debts

$ 6,000,000

640,000
2.947.031

$ 9187J31

The l\rlunicipality is required to limit the amount of genelal obligation debt t0.10% of the total assessment of property located

*itii. ii"il*ii,p.ri }, 
j" 

oroer for tne bonos to oe Jfaid with th; proceeds of property taxes reskcled for debt seNices' olher

^hti^,ri.n. inchde accrued vacation anO sicf Lave and advances ol property taxes More detailed infomation about lhe

i,lixil";ii*.Hil;;iiiriiii p,Ji*,"J i. fre notes to the fnanciar statements. The r\.,runicipatitv conrinues to meet its

financialneeds tlirough prudent use of its revenues and creative debtfinancing programs

ECONOMIC FACTORS AND NEXTYEAR'S BUDGETS AND RATES

Local, national and international economic factors infuence the lvunicipality's revenues. Positive economic groMh is corelated

with increased revenues lrom property tures, ,oi,t" oiuusiness taxes' sites taxes' charges for seruices' as well as state and

lederat qrants. Economic growth in the local ec;;;;t may be measured by a variety ol indicators such as employment groMh'

unemplJyment. new construction, assessed valuaton' and other revenues'

All ol these hctors were considered in preparing the Municipality's budget fo( the 2011 frscal year' Some cost reductions helped

il ;;;;;;;i; ;i;iisting facilitus, p,li" ttrttv i'no ivorts' 
-economic 

developmenl initiatives and human seNice

improvements.

REOUESTS FOR INFORMATION

ThisfinancialreportisdesignedtoprovideageneraloverviewoltheMunicipality,sinanc€sforallthosewithanintercstinthe
oovernment,s finances. or".tion. 

"on.".,ng 
u'nfoi l,"lnroi.ution proria"d in tlis report or requests for additional information

;ntact lhe l\.lunicipality s Finance Department at (787)873-2060

ROMAN TORO A CO., CSP Cenifed Pubtic Accotntants and Businest Co'lsuhants

PO ROX 3043 YAUCO PR 00698-3043 TEL.1787) 856 6220 FAX: 087) 856 6233

Table 6
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COM ONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

STATEMENT OF NET ASSETS

June 30,2011

Governmental

Activities

ASSETS:

Cash and lnlestnenb

cash wilh Fiscal l€ent

Recei\ables (net):

ProPerty T axes

SalesTaxes

lnlergo\Emmental

FederalGranb

Olhers

Capital Assets:

Prcperty, Plani and EquiPment

lccumulaied Deprecialion

T otal Capilal lssets

TOTAL ASSETS

LIABILITIES:

Bank O\erdrafr

lccounls Payable and Accrued Expense

,Accrued lnterest

DLre b Go\emmentalUnib

Defened RelenLre:

Volume of Business Tax

FederalGlanb

Long-Term Liabililies:

Duewihin One Year

Due in lvore than OneYear

Total Liabilities

I{ET ASSETS

lnlested in CapitalAsseb. NetolRelated Debt

Resticbd for:

Oebt Senice

Ohels Purposes

Unresticbd (Oefcit)

TOTAL iIET ASSETS

5,450,450

2,622,459

151,714

43,295

448,593

51,012

13,349

8,78A.872

32,505,993

(8,841,532)

23,664,461

32,445,333

110 519

919,456

62,549

550,107

880,194

374,789

709,994

8,877,037

12,484,645

19150.461

824.697

7 734 581

(7,749,051)

See acaompanying Notes to Basic Financial Statements

ROLLAN TORO & CO., CSP CertiJied Pubtic Accontants aNl Business Consuba ts

PO ROX 301t vALICO PR 00698 3043 TEL. (787) 8566220 F'4:Y: /787) 856-6231

't9,960,688

10

$



COM[tONmALTH 0F PUERTO RICO

I.tUNICIPALITY OF SABAI{A GRANDE

STATEI,tENT OF ACTI!ITIES

FORTHE FISCAL YEAR ENDEO JUNE 30,2O1I

ProgramRevenues

0Peraiing

Charges Gr.nb and

forseNices Contributions

Capital

Grants and

Contributions

Net(Expense)

Revenue
ErpensesFunclions/Programs

Govemmgntal Ac{iviliesl

Malor and l\4uniciPal Legislaturc

General Govemment

Public Safeq

Public Wo*s

Culfu€ and Recreaion

Healh and Sanihlion

Human Senices and Welfare

lJdan DeleloPment

Educaton

lnteresl on Long_Tenn Debt

TotalGovemme alAclivities

2,269,553

2,983,486

586,738

2,770,079

427,554

2,595,571

2,967 540

587,272

6,182,685

239,349

1 965 240

96,110

118,693

34627

478,294

1,872 561

6,184,147

(2,269,553)

(2,887 376)

(468,045)

(2,770,079)

(392,927)

0s2,037)
(1,094,979)

1A63,302

1,462

{299,349)

(8859,s81)

2,050,574

$ 2'r$69,827 1865240

GenetalRelenues:

T axes:

Pope(y, lelied for General Pumoses

Propedy, levied br oebt Se^'ices

Volume ofBusiness

sales.lelied for General Pumoses

Sales, le,/ied for Debt Senices

ln1eruo€tnmental

Rent

Licences and Permib

Illiscellaneous

Tohl Geneml ReEnues

CHANGEIN I{EI ASSEIS

Nel,assels - Beginning of Year - Restabd

ttET ASSETS. EI{D OF YEAR

E,154,132 2,050,571

1,984,620

836189

989,844

564,129

71,371

5,304,623

101,563

687,813

248,066
-- 11:tr4218

r 821,637

18,036,051

$ 19,960,68E

See accompanying Notes to Basic Financial Shtements

ROM4N TORO a CO , CSP Cettifed Pubtic Accontants and Business Consultants 11

PO BOx 3043 YAUCO PR 00698-3043 ' TEL (787) 8566220 FAx: (787) 856-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NETASSETS

FOR THE FISCAL YEAR ENDED JUNE 30' 2()I1

Tolal Fund Balances - Governmenial Funds (Page l2)

Amounts leported lor Govemmental Activities in fie Statement of Net Assets are differenl because:

Capital Assets used in govemm€ntal activities are not inancial resources and therefore are

not reported ifl the funds. ln the cunent period, these amounts are:

CapitalAssets............. .. $ 32 505'993

Accumulated Depreciation (8 841 532)

Total CaPital Assets ......

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

ioon enough to pay foritre cunent period's expenditures and therefore, are defened in

the funds:
Municipal Revenue Collection Center........ .." "" '

Some liabilities are not due and payable in the current pedod and therefore are not reported

in thefunds. Those liabililies consist of:

$ s,741,079

23,664,461

142,179

(9.587.031)

$1t 960,0!!

General Bonds and Noles Payable ................... (6,640,000)

(2,11s,488)

(357,021)

(30,497)

(16,814)

(47,988)
(379.223)

Compensated Absences..

Prcperty Tax Debt - Law 42....

Property Tax Debi - Law 146... .. ...

Lll,ls Repayment Plan....

State Department of Labor- Unemployment " """ ""
State Health lnsurance Administration -..... ..." "" '

Total Long'Term 1iabi|ities........ ."" """ """"" "

Tolal Net Assets of Governmental Activities (Page 10).... .......... -- '

See accompanying Notes to Basic Financial Statements

ROlllN TOR) aCO-, CSP Cenifed Public Accotnta ts a/td Business ConsuLa ts

PO BOX 3043 vAUCO PR 00698-3043 TEL. (787) 856 6220 FA'Y: (787) 856'623J
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30,2011

_ 
NetChange in Fund Balances - Total Govemmental Funds (Page 13)...,,,..,....,...,..,,... $ (614,130)

Amounts reported for Governmental Activities in lhe Statement of Activities
are different because:

- Govemmenlal fund6 report capitaloutlays as expenditures. However, in the Statement of
Activities the cost of those assets is allocated over their estimated useful lives and reported

_ as depreciation expense. ln the current period,lhese amounts are:

lJdan Developmentand Capila|0u11ay..................... $ 2,784,150

Depreciation Expense...... 055,418)

- Excess of Capital Outlay over Depreciation Expense . 2,028,732

Disposalof capital assets require .emoval of cost of the capitalassets from the capital asset
account on lhe Statement of Net Assets, resulting in a loss and gain on disposalof machinery

- andequipmentandlandonthestatementofActivities..........-.... (3,110)

Revenues in the Statement of Activities that do not provide curent financial resources are not

_ reported as revenues in the funds.......... 142,179

Revenues in the govemmentalfunds that conespond to prioryear resources are not recorded

_ as revenue in the Statement ofActivities (78,047)

Debt proceeds provide cunent financial resources to governmental funds, but issuing debt
increases long-term liabilities in the StatementofNet Assets. ln the currentperiod,

- hese amounls arel
Bonds and Notes Payable (205,000)

- Repaymentofdebt proceeds principalis expenditure in lhe govemmental fu nds, butthe repayment
reduces Long-Term Liabilities in the Statement of NetAssets. l0 the curent yearthe
repayments we.e. ............ 428,000

- Some expenses reported in the Statement of Activilies do not requ ire the use of cu rrent
fnancial rcsources and therefore are not reported as expenditures in govemmental funds.

These activities consisl of:

Decrease in Compensated Absences............-............ 86,322

Decrease in Prcperty tax Debt - Law 42...... ... ... ... .. 8,132
Decrease in Property tax Debt - Law 146................ 1,452* DecreaseinLll\rsRepaymentP1an......................... 32,184
Decrease in Propedy Tax Advances..................... 70.322

Decrease in State Department of Labor- Unemployment ..........-............ 27.601

la|4dditiona|Expenditures...................................... 226.013

_ 
Change in Net A$els of Governmental Acliviiies (Page 11)........ S 1,924,637

See accompanying Notes to Basic FinancialStatements.

15
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The l\,lunicipality of Sabana Grande, Puerto Rico (l,lunicipality) was-fou nded in the-year^1813, and operates as a governmenlal

,nit oi$,. bonironr."rth ol puerto Rico, under ihe Law t'tumuer st of August 30, 1991, known as 'Autonomy l'Iunicipalities

i.* 
"r 

t"i"rro.*ah of puerto Rico'. The governmentat system of the Municipality is composed ol the executive-and

Loistative uooies. The t\,iayor is the chief Execuiive ofiicer and is elected every four years in the general elections of the

li.iii.-iJir, 
"r 

pr'",t" iLo. Ttre teqistative body consists of fourteen Legislators also elecled in the general elections of

Puerlo Rico for a four-year period

TheMunicipalityprovidesservicessuchas:health,publicworks,sanitation,aidsandseNicestolow'incomeandelderly
,itL.., p,i"u-li.ilf.tl f,.using and urban development, culture and recreaiion, planning, zoning and other general and

administrative seNices.

The accounting policies of lhe Municipality conform to accounting principles generally accepted in lhe lJnited Stales ofAmerica

as applicabb t6 governmentalunits. The following is a summary ofthe more signiicaflt policies

The accompanying basic inancial statements of tie Municipality have been prepared in conlormity with accounting pfinciples

;;ilit r"*d; h rh. United States ot America (GAApj as prescribed by the Govemmental Accounting Standards Board

ic,tssrlrh" GlSg i, h" standard.setting body for'governmenial accounting and frnancial reporting. The GASB periodically

lini,]il ;;"#;*il;;iii" ,ri.ii.o 6o*'i.,r"ni.r Accounting and Fin;nciat Reporting Slandards which. along with

il;;";i GAaB fu*ncemenls (sl;tements and lnterpretations) constitutes GAAP for govern mental u nils '

ln June 1999, the GASB issued Statement Number 34, Basic Financial Statemenfs€nd Managenent's D,icuss,on and
-i,nri"is-tor 

stae and Locai Goverrmenls. This statement establishes new financial repoding requilements for stale and local

;.;Iilft;;;;n|]r.liw-"i.pt J 1,. p.ri.ions of 6ASBS No. ?,4 as well as other statements refered to below as of

:;;;, ;ij;. ih;y 6;il;j* i.iJ-ir,". ,ro .estructure much of the information that governments have presented in the

past.

As oreviouslv mentioned. other GASB Statements and lnterpretations were rcquired to be implemented in conjunction--with

a;,iffi i;:i;.'il#;, ;; Mfi,p;rt h.; imptemented the folowins GASB statemenrs in the fscat year 20012004:

GASBSNo.3T,BasicFinancialStdenents-andManagefient'sDiscussi:ona'd.A'alysis-[orStateandLocalGovennents:
orfltr., cA.gs l.f" 38 , celain Financial statenent 

-tr/ole 
Disc/asures, GASB No' 41' Budgetary comparison schedu/es -

iiiiiini iiiiriii, ind GASB rnterpretation r.r o.6, Recognition and Measuenent of ceiain Liabit ies and Expenditures

in Governmental Fund Financial Stalenents.

Th. ,.f,nmnanvino basc fnancial statements Dresenl the financial position and the resulls of operations of the l\'lunicipality and

,fi.1il. ffi!',;',ffi; #;, ilii;; ;hi";; ot rhe propnerary tunds. The basic financial starements are presented as ol

jr* 
a-0, ZOf f, *a fo|. tf,e'iscal year then ended. The more signifi;ad of these accounting policies are described below and,

where appropiate, subseq uent pronouncements willbe refercnced

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS

ROMAN TORO a CO., CSP Ceiified Pubtic Acconta s and Busitless Consuttants '16
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE I - SUMMARY OF S|GNTFTCANT ACCOU TING PoLTC|ES (CONTTNUED)

A. Financial Reporting Entity

The accompanying basic inancial statements include all depadments and organizalions units whose funds are under the
custody and control of the Municipality. ln evaluating fie l,,lunicipality as a reporting entity, maoagement has addressed all lhe
potential component units. The decision to include a potential component unit in he reporting entity was made by applying the
provisions oIGASBS No. 14.

The basic criteria for including a potential component unit within the reporting entity is if potenljal component units are fnancially
accountable and other organizations for which lhe natu.e and signilicance of their relationship with the entity are such that

exclusion would cause the l\,lunicipality's financial statements to be misleading or incomplete. The GASB has set fodh criteria to

be considered in determining inancial accountability. These citeria include appointing a voting majority of an organization's
goveming body and (1) ability of lhe Municipality to impose its will on that organization or (2) lhe potentiallor the organization to
provide specilic linancial benefits to, or impose speciic financial burdens on lhe [Iunicipality.

The relative importance of each criterioo musl be evaluated in light of speciiic circumslances in orde. to determine which

components units are to be included as part of the reporting entity. Our specifc evaluations of the criteria applicable to the
Irunicipality indicate no organizations meet lhe cdteda to be included as component units. Accordingly, these basic frnancial

statements presentonly the lrunicipality as the repoding entity.

These fnancial statements present lhe respective inancial position of the governmental aciivities, each major fund, and the

aggregate remaining tund inlormation ofthe Municipality, as ofJune 30, 2011, and the respective changes in fnancial position,

where applicable, thereofforthe fiscalyear then ended.

B, Measuremenl Focus and Bagis ofAccounting

Govemment-Wide Financial Stalements

The govemment-wide financial statements (the Statement of Net Assets and the Statement of Activities) are reported using the

economic resources measulement focus and lhe accrual basis of accounting. Revenue is recorded when eamed and exPnses
are .ecorded when a liability is incuned, regardless of the liming of related cash iows. Grant and similar items are recognized

as revenue as soon as alleligibility requhemerts have been met.

Governmenlal Fund Financial Statements

The governmenlal fund frnancial statements are rcported using the currenl fnancial rcsources measurement focus and the

modified accrualbasis ofacmunling. Revenues are recorded when susceptible to accrual;as soon as it is both measurable and

available. 'Available' means collectible within the cunent period orsoon enough thereafrer, normally within sixty (60)days, to be

used to pay liabilities of the current period. Expenditures are gene.ally recognized when the related liability is incurred.

ROM4N TORO & CO., CSP Ceiifed Publk Acconta tsa d Business Consultants
PO BOX 3043 YAUCO PR 00698-3043 . TEL. (787) 85G6220 F,4"1: (787.) 856-6233 fi



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 -SUMMARY OF StGN|F|CANT ACCOUNTTNG PoL|C|ES (CoNT|NUED)

B. Measurement Focus and Ba6is of Accounting (Continued)

The exception b this general rule is the principaland interest on general obligation long-term debt and compensated absences,

ifany, are recognized when due.

ln applying the "susceptible to accrual' concept to intergovernmenlal revenues (bderal glilnls) pursuant to GASBS No. 33,
Accounting and Financial Repqling for Nonexchange l/ansactiors (the lvlunicipality may act as either provider or recipient), the
provider should recognize liabilities and expenses and the recipient should recognize receivables and revenue when the

applicable eligibility requilements including time rcquirements, are mel. Resources transmitted before the etigibility requirements

are met should, under mosl circumstances, be repofied as advances bythe providerand deferred revenue bythe recipient.

There are essentially two types of revenue. For some gmnts, funds must be expended by the iiunicipality on the specific
purpose or project before any amounts will be reimbursed. Revenue is, therefore, recognized as expenditures are incured to

lhe e(ent available. For the other revenue, moneys are virtually unrestricted and are generally revocable only for failure to

comply with prescribed compliance requirements. These resources are reflected as revenue at lhe lime of receipl or eaflier if
the susceptibleto accrualcriteria js met.

Expenditures are generally recorded when a liability is incured, as under accrual accounting- Modilications to lhe accrual basis
of accounling include the following:

* 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, 2011, has been reported only in the governmenl-wade fnancial
statements.

C. FinancialStatementPresentation

The basic financial statements include both govemmenlwide (based on lhe l\,lunicipality as a whole) and fund fnancial
statements. While the previous linancial reporiing modelemphasized fund types (lhe toialofallfunds of a padiculartype), in the

new financial model the focus is on either the ltlunicipality as a whole, or major individual tunds (within lhe basic linancial
statements). Both the govemment-wide and fund llnancial slatements (within the basic financial statements) categorize primary

activities as either governmefltalor business type.

Govemment.Wide Financial Statements

The govemmenlwide financial statements (the Statement of Net Assets and the Statement of Activities) report information ofall
the activities of he l\,,lu0icipality. For most part, the effect of interfund activity has been removed from these governmenlwide

financial statements. Govemmental activities, which normally are supported by taxes and inteeovemmental revenues, are

reported separately from business-type activities, which rely to a sig nificant extent on fees and charges for support.

The focus of fie Statement of Nel Assets is designed lo be similar to bottom line results for the [runicipality and its
govemmental activities. This statement, for the frst time, combines and consolidates govemme0tal fund's cufienl fnancial
resources (short-term expendable resources) wilh capitalassets and longterm obligalions-

ROMAN TORO & CO., CSP Cetilied Pnbtic Accontants and Business Consulants
PO BOX 3013 YAUCO PR 00698 3013 . TEL. (787) 856 6220 F,,!"Y: O87.)8566233 18



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANOE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

_ C. Financial Siatement Presentaiion (Continued)

The Stalementof Net Assets presentsthe reporting entities'assets and liabilities, with the difference reported as netassets. Net

_ assets are reported in three categories:

* lnvested in Capital Assets. Nel of Related Debt - These consists of capital assels, net ol accumulated depreciation and

amortization;ana reOucea by outstanding balances for bonds, notes, and olher debt that are attributed to the acquisition,

- construction, or impaovement of those assets.

* Reslricled Net Assets - These results when constraints are placed on net assets use, which can be either extemally

- lmposed by credltons, grantors, contributors, and the like, or imposed by law through constitutional provisions or enabling

legislation.

t unrestric-ted Net Assets - These consists ol net assets which do not meet lhe defnition ofthe two preceding categories.

- I-*estricteo *t assets ofren are designated, to indicale lhat management does not consider them to be availabb for

general opentions. Unrestricted net assets often have constEints on resources lhat are imposed by management, but can

_ be removed or modifed.

When both reskicted and unrestricted resources arc available lor use, genenlly it is the Municipality's policy to use restdcted

_ resources first,lhen the unrestricted resources as they are needed.

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

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

- simplify the user's analysis of cost of various governmental seryices.

Govemmental Fund Financial Statemenls

The fund fnancial statements (the Balance Sheet and the Statement of Revenues, Expenditures, and Changes in Fund

Balances) are, in substance, very similar to the financial statements presented in lhe previous frnancial reporting model.

_ Emphasii here is on the maiorfunds in the governmental category. Non-maiorfuods are summarized into a single column.

Traditjonal users of governmental linancial statements will fnd the Fund Financial Statements presentalion more familiar. The

focus is on l\rtajor Fu;ds, ralher lhan lhe previous linancial model's fund types. The Govemmental Major Fund Statements are

- presented on cu rrenl financial rcsources and modified accrualbasis ofaccounting.

This is lhe manner in which lhese funds are nomally budgeted. This presentation deemed most appropriate to (a) demonstrate

- legal and clvenant compliance, (b) demonslrate the source and use of liquid resources, and (c) demonstrate how lhe

lrunicipality's actual experience conforms to the budgeted liscalplan.

- Since ihe governmental fund slatements are presenled in a different measurement focus and basis of accounting lhan the

govemment-wide statements, reconcilialion is presented and a separate explanation loreach differences'

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE I - SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. FinancialstatementPresentation(Continued)

The Municipality reports its financial position (Balance Sheet) and results of operalons (statement of Revenues' Expenditurcs

";; 
il;;;l; F;nd Balance) in tu;ds. wtrich are consideied separale accounting.entities' The operalDns of each tund are

l"li"t a ii, -iih, . 
-.ili.lrr-oul.niing 

,..*nt.. Fund accounting segregates tunds according to theil intended purpose

"ialr 
rr.l t" riJrr*s.ment in demonstiating compliance with legal' linancial' and contractual provisions

The new modet as delined in GASBS No. 3,4 estabtished criteria (percentage of the assets, liabilities, revenues, or

iro"iolir"t "rp"..", 
tr either tund calegory ri tht go'";nrn"nt'r f'noiro' he d;iermination of maiol tunds' The non-maior

r",ia-.'"" .rro,i,.o i. . ,ingte colu mn in tnl fu nJ finin-.i.t tt"t r"nt, The Mun Eipality repods the lollowing maior fund:

General Fund - This is the qeneral operating tund of the l\4unicipatity lt is used to account for all fnancial resources'

-cepttho." 

reqrired to be accounted for in another fund'

HeadStariFund-ThisisthefundusedtoaccountforalltransactionsoftheHeadStart.Program'Theobjectivest0
irrf *offito provide comprehensivJ ie-attn, Jucationat' nutritional' social,,and olher developmenial services

plr5iiv" t" "*.*ii"rV 
oisadvantaged pl-ttilotir trtiro"|l and infants and toddlerc so lhat the children will attain

school readiness.

State Assiqnment Fund - This is the fund used to account for all the transactions of the State Assignmenl by

lenislahrle Resolutions. Tt" prir"nrv oot"Jiu". ot this assignments is the development of proiects on communities'

."irt,-p,"ni 
"iga. 

i.ai"* and indidt as;ignmentto persons oflow and moderate income

Loans Fund - This is the fund used to account for all fnancial lesources and lransactions related to the loans for

oDerational pu.poses, con.t.at,on p,'po'"tll)O 
"tpilaloutlays 

of the i'unicipality' which is inaflced by loans from the

dovernment Development Bank of Puerto Rico'

Caoital Prciect6 Fund - This is he tund used to account fol all glants and other restricied revenue sources rclated to

ffiA;;ffih. uses and rimrtatons oieach capitat pr;iects tund are specilied bv Municipality ordinances or

fu deral and state statutes

GASBS No. 34 eliminates the prcsentation otAccount Groups' but provdes for these.records to be maintained and incorpo'ates

ti"inio'rrrr on ,rl rt" oovemmental column rn lhe Government-wide Slatemenl of NetAssets'

D. FinancialReportingPresenlation

Ihe accounts of the L4unicipality are organized on the basis of funds' each if which is considered a sepaEte accounting entity

The ooerations ol each tund arc accounted fo;;th'.i"p.i"t" ,.t 
"riar-u.rancing 

accounts lhat compdse its assets, liabilities'

tund;quity. revenues. and expenditures. Fund types are as follows:

General Fund - ls the qeneral operatlng fund oI the Municipality' lt is used to account for all governmental activity'

-cept 

those requireo to oe accounted for in another fund'

ROM4N TORO & CO. CSP C"iifed Public Accontants and Business Consulta'1ts
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE I - SUMMARY OF S|Gi'IF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

D. FinancialReportingPresentation (Continued)

Special Revenue Fund - Local and Slate Granis - This is the fund used to account for revenues derived ftom local
funds, stale grants or other restricted revenue sources. The uses and limilations of each special revenue fund are
specifed by l\runicipality ordinances or state statutes.

Special Revenue Fund - Section 8 Voucher Proqram - This is the fund used to account for rcvenues derived from
section 8 choice voucher program. The uses and limitations ofeach specialrevenue fund are specified by l,4unicipality
ordinances or federaland state statutes.

Special Reverue Fund - Head Start -This is the fund used to account for revenues dedved from head start program.

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

Debt Service Fund - This is lhe tund used to accou0t for the accumulation of resources for and the payment ol
general long-tem debt principal, interest, and related costs.

Capital Proiectg Fund - State and Local Grants - This is the fund used to account for f0ancial resources used for
lhe acquisition or construclion of major capital facilities. The uses and limilations of each capital projects fund are
specifed by [r!nicipality ordinances or state statutes.

Capital Proiects Fund - Federal Grants - This is the fund used to account for revenues derived frcm federal grants

rclated to capital projects. The uses and limilations of each capital projects fund are specified by [,lunicipality
ordinances or federal and slate slatutes.

Special Revenue Fund - Federal Grants - Special Revenue Funds are used to account for revenues derived from
federal glants. The uses and limitalions of each special revenue lund are specified by lllunicipality ordioances or
federal and state statutes.

E, Fund Balances

ln the current year, the [runiclpality adopted the provisions of GASB Statement No. 54, Fund Balance Repotting and
Govennenlal Fund Type Definitions (GASB 54). The fund balances are reported in five categories: 1) Nonspendable, 2)

Restricted, 3) Committed, 4) Assig ned and 5) Unassig ned.

.:. Nonspendable - Amounts that cannot be spent because $ey are: a) not in spendable form or b) legally or contractually
rcquired to be maintained intact. Due to lhe natlre or form ol the resources, they generally cannot be expecled to be
cuve(ed into cash ora spendable form.

* Restricted - Amounts are restricted by extemal padies (creditors, glantorc, cofltributors or la regulations) of other
govemments or restricted by law through constitutional provisions orenabling legislation.

* gg[Oilgd - Amounts that can only be used lor a specifc purpose puEuant to constraints imposed by formal action
(ordinances or resolulions) ot the [.,lunicipality's highest level of decision making authority (lty'unicipal Legislaturc). The
formal action musl occur priff to the end of he repo.ting period, however, the amount may be detemined in the
subsequenl pedod. These are self-imposed limitalions on available resources.

ROLLAN TORO & CO., CSP Ceiilied Public )ccowtants and B siness Consultt)nts
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COMMONWEALTH OF PUERIO RICO

MUNICIPALITY OF SABANA GMNDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE I - SUMMARY OF S|GN|FTCANT ACCOUNTING POLICIES (CoNTINUED)

E. Fund Balances (continued)

These commitied amounts cannot be used for any olher purpose unless lhe govemment removes o. changes lhe specified

use by laking the same level of action it employed to previously commit those amounts. These committed amounts would

be approved and adopted byformalaction olthe Municipal Legislature

* A!:igEd - Amounts lhat are constrained by lhe l\.lunicipality's intent to be used for specilic purposes that are neither

restricted nor committed. The intent will be expressed by the lrunicipal Legislature, the i/ayor or by an official to which the

l,iunicipal Legislature delegates authority ifl conformity with the Autonomous Municipalities Law of Puerto Rico.

* Unassiqned - Represent the residual classification for the l,,lunicipality's General Fund. Therefore, in order to calculate

unassigned fund balance, tolal fund balance less nonspendable, restricled, commiled and assigned equals unassigned

fund balance. The resulting amo!nt willbe available forany purpose.

When bolh restricted afld unrestricted fund rcsources are available for use, it is the irunicipality's policy lo use externally

reslricted resources first, then unrestricted resources (committed, assigned and unassigned)in orderand as needed.

AtJune 30,2011, the accompanying fund i0aocial statements reporled fund balances as rest cted and unassigned.

F, Budgetary Data

The Municipality annually adopts the Budget Resolution for all operating funds of the i,ilunicipality except for certaio reslricted

accounts of Prcprietary Funds and Special Revenue Funds. Budgetary control is legally maintained at lhe tund level. The

budget is prepared using the modified accrual basis of accounting with encumbrance included as budgetary basis expenditures.

The l\,lunicipality's Budget Resolution provides lransfer authority (1) to the ltlayor and the l!,lamgement and Budget Director,

within and between depaftments and funds, as long as the tolal budget of the l,lunicipality (net of interfund transfers) is not

increased; (2) to he l,,lanagement and Budget Direclor to implement grant budgets as lhe granl applications are accepted by

the lvtunicipality; and (3) to the ll,,lanagement and Budget Direclor to amend (re-appropriate) each new yeaas budget, to the

exlenl of outsknding encumbrances, and/or unexpended projecugrant appropriations at year end. [,'lunicipality's Legislalure

aclion is required for (1) use of the budgeted Legislalure contingency, and (2) the approval of supplemenlal approp ations.

During the year, several supplemental appropriations werc necessary.

The budget columns (original and ,inal budgeis) of the Budgetary Comparison - General Fund rcflect the original budget and

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

Appropriations, except remaining poject appropiations, encumbrances, and unexpended grant appropriations, lapse at the end

of each iscalyear.

Amendments to the budget, including transfers, require the approvalof the l\y'unicipal Legislature. lJnencumbercd appropriations

lapse at the end ofthe next fscal year. The lrunicipality follows these procedurcs, in accordance wilh law, in ordel to establish

the budgetary data reiected in the basic linancial stalements:

1. PriorofMay3l ofeach fiscal year, the Mayor submits to the Municipal Legislature a proposed budget for the fiscal year

commencing the lollowing July 1 in addition of a budget message;

2. The budgetdocument is available for public inspection prior to its approvalby the irunicipal Legislature;

3. The Commissioner of lllunicipal Affairs examines the budget lo verify if it complied with lhe law's standards and sends it lo

the Mayorforany commenis or recommendation before the limited dale establishes by the Law;

ROIANTORO & Co., CSP Ctiilied Public Acco&ta ts and Busin?ss Consuhdhls
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUEO)

NOTE r - SIJMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

- F. Budgetary Data (Continued)

4. Pior to June 13, fie annualbudget is legally enacted through passage ofthe annualappropriation ordinance;

- 5. lf a budget is not adopted priorto the end ofthe fscalyear,lhe an0ual budget for the preceding fiscalyear' as approved by- 
tre rvruiicipa Legislature and the l\.layor, is automitically renewed for lhe ensuing fiscal year until a new budget is

app.rea. if,is pi,.t tfre []tunicipality to continue making payments for its operating and other expenses until the new

- budget is aPproved;

6.subsequenttolheenactmentoltheannualapplopriationordinance,theMunicipalLegislaturehastheat]thodtytomake

_ 
'. 

;r-;;;Jt ;mendments made durjng lhe fiscaiyear and are reiected in the budget information included in the Budgetary

comparison Schedule - General Fund;

T.BudgelarydatafoltteSpecialRevenueFundhasnotbeenpresentedintheaccompanyingbasicioancialstatementsas

- irairundt are budgeted overthe lile ofthe respective grant or project and not on an annual basis'

SincethebudgetarybasisdiffeEfromaccountingprinciplesgenerallyaGeptedintheUnitedStatesofAmerica(GMP),actual
_ amounts for thie G;neral Fund in lhe accompaniing auoge;ry comparjson schedule, is presented on he budgetary basis to

enhance comParability.

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

1. Encumbrances are recorded as expenditures under the budgetary basis and as a reseNe offund balances under GAAP'

-2.Thenon+xoneratedportionoflhepropertytaxadvancesarepresentedasrevenueinthebudgetarybasisandasotherfinancinq sources under GAAP.

3. lnterfund transaclions ofthe Generaland SpecialRevenue Funds are nol included in the budgetary basis.

4. Cedain accrued liabilities and other debts are not included in the budgeiary basis'

- 
5. Certain revenues susceptibleto accrual, i.e., both measurable and available' arc not included in the budgetary data

AII encumbrance appropriations in lhe operating budget lapse at the end of lhe fscalyear' Property tax*::ET9-d:lL9ll:
cunentyearbytheMunicipalRevenuecollectioncenter(FiscalAgent)areplesentedasrevenuesinlheaccountngDaslsoul

- are notconsidered in the budgetary schedule.

The specialtunds of lhe Special Revenue Fund have not been included in the budSelary t:ry:'lY-f,-ta:::,^qtY,t:1"^:l

- budgeed. Atso the budget prepared lor lhe Federal Finance Awards Programs included in the Cap al ProFcE ano bpecrar

RevenueFundsisbasedonaprogramperiodwhichisnotnecessarilyayear,Accordingly,itsnotpracticaltoplesentan
annual comparison of budgetfor such programs
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G, Cash, Cash Equivalent and lnvestment

The Director of Finance ofthe l,,lunicipality is responsible for investing the avallable resources in @rtilicates ofdeposit and othel

,t ort-t"* irr".tra.l.. fnvesiments are made from the available combined funds of the L4unicipality and, accoldingly,it is not

""ai..l 
ro aiiiror" cedificates ol deposit and other sho(-term investments individualy by fund in the combined inancial

i#;;il ;;i;;"t eain"a on .".ti11iat", ot deposit and other short{erm investments are recognized as revenue in the

6"""rJ ir"a 
-C.in 

i" tre Special Revenue, Debt Service and capital Prciect Funds are restricted; accordingly, resources

available were not used for pool iovestments.

Underthelawsandregulalionsolthecommonwealth,publicfundsdepositedbytheMunicipalityincommercialbanksmus-tbe
firttv cottaeralizeo for ihe amounts deposited in excesi of the federal depository insunnce generally provided by $e Federal

iiJili]i-iiri"-.i.- cl,p""* iioii). nrr .ecu,iti", ptedged as coltalerat are hetd by asents designated by rhe

Commonweallh s Secrelary ofthe Treasury. but not rn the Municipality's name'

cashwithfscalagentrepresentspropertytaxcollectionsretainedby$el\,lunicipalRevenuescollectioncenterand
unJisUuiseO proceeis ot certain bond's, lbans or grants which are maintained in a cash custodian account by the Government

Development Bank of the Commonwealth of Puerlo Rico.

cashbalancerecognizedintheDebtServiceFUndisreslricledforthepaymentofthel,Unicipality,sobligatiofls,andothersarc

"ii,i.iJi"t 
tp""it. p.lects, such as the acquisition or constructlon of perman€nt improvements' The sinking tund is

,iintuin"a ov ihe Govemmental Development iank of Puerto Rico, agency which acts as the insurel and payer of the

lllunicipality's bonds and notes issued in accordance with law.

H. Receivables

Receivable are stated nets of estimated allowances for uncoltectible accounts, which are determined upon past collection

"rpoil."" 
anO curent economic conditions Receivable from Federal Govemmenl represents amounts owed to the

Municipality for reimbursement ofexpenditurcs incuned pursuant to federally funded programs

l. lnventories

The General, Special Revenue and Capital Prcject Funds, purchases office and p nting supplies' gasoline' oil and other

ii,irra.iu irpir. r,al lor consumption. The cost of purchases is recorded as expenditure in the appropdate fund and the

inventory is not recorded in the basic linancialstatemenls.

COMMONWEALTH OF PUERTO RICO
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES (CONTINUED)

_ J. CapitalAs6els

Property, plant and equipment purchased or acquired is carried at historical cost or estimated historicalcost. Cont buted asseb

arc recorded at fair ma*et value as ofthe date received. The l,lunicipality's capitalization levels are $500 on personal property.

- For improvements other lhan buildings, the capital outlay must be greater than $10,000, extend tte eslimated useful life for ten

years, and be g.eater than 10% of the original cost of lhe asset. Other costs incured for repairs and maintenance is expensed

as incurred.

Depeciation on all assets is provided on the straighl-line basis over the following estimated useful lives:

Capital Assets Years

Buildings 50

lmprovement Otherlhan Buildings 50

- Equipmentand Fumiture
Vehicles
Irachinery

- lnfrastructure

10

5

5-10

10,50

_ K, Long-Term Obligations

The liabilities .eported in the govemment-wide financial statements included general and special obligation bonds and notes,

_ and other long{erm liabilities, such as vacation, sick leave, liligation, long-term liabilities to olher governmental e0tities.

ln the fund fnancial stalements, govemmental fund types recognize bond issuances cost, during the current period. The lace

amounl of debt issued is reported as other frnancing sources, while bond issuance costs, whether or not withheld from the

- actual debt proceeds received, are reported as expenditures.

L. CompensatedAbsences

The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-related costs when ea.ned (or

estimated to be eamed) by the employee. The Municipality's employees are granted 30 days of vacations and 18 days of sick

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

- (90) days. In lhe event of employee resignalion, the employee is paid for accumulated vacalion days up to the maximum

allowed. Separation from employment prior to use of all or pa( of tle sick leave terminates all rights for compensation, except

for employees wilh ten years of seruice who are entited to sick leave pay up to the maximum allowed. The Municipality accrued

- a liability forcompensated absences, which meetlhe following criteria:

1. The lrunicipality's obligation relating to employee's ghts to receive compensation for futurc absences is attributable to

- employee's services already rendered.

2. The obligation relates to g hts that vest or acc! mulate.

3. Payment oflhe compensation is probable.

_ 4. The amount can be reasonably estimated.

ROMAN TORO & CO., CSP Ce iJied Pubtic Accomtants and Busircss Consuha ts
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE I - SUMIIIARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L. CompensatedAbsences(Continued)

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

r, 
"orp""rat"J 

aur""a"s, which has been eamed but not taken by lrunicipality's employees For the govemment'wide

statements, lhe current portion is the amount esiimateO to be used in the follov/ing year. For lhe govemmental funds

statements. all of the compensated absences are considered long{em and therefore, are not a fund liability and rcpresents a

;onciling item between the fund leveland government-wide presentations'

The following is a summary ofchanges in the balance of Compensated Absences for the fscalyear ended June 30' 2011'

RO\TLAN TORO & CO. CSP Ce ifed Public Accoatants and Business Con'ultants
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M. lnsurSnce

The Muncipality has insurance covemge for its public facililies' p marily to prcvide prclection.from catastrophic losses' Also'

p,i."ipai 
"rir"[ "r 

u," Lluniclpatity are covereo 
'under 

various surety bonds. The secretary of he Treasury Department of lhe

Commonwealth of puerto Rico is the agent commissioned to place ill ot ttre [ unicipality's insurance coverage. Conesponding

ii"rrii"ri'J]vlo-u l;; ,n"ra uyn" il*i"ip.ii"renue coriection center from quartedy advances of annualprcpertv tax and

subsidy send to the Municipality.

N. lnterfundTransaciiors

lntedund transactions are reflected as loans, reimbursements or transfers. Loans are reported as receivables and payables as

,pp.pria[l.a a" *uract to elimination upon onioiidation Reimbursements occur when one fund incurs a cost' charues the

ilrii;ilbeneft.s fird and reduces iti rerai"J cott as a reimburcement All other interlund transactions are treated as

lransfers. Transfurs between governmentat or ffiieiiry funds are netted as pan ol the reconciliation to lhe govemment-wide

;r*;;d;;id". ihe M"unicipatity tras tne foilowing tvpes of recrprocal and nonreciprocal interfund activities:

.l lnterfund loans - Represent amounts provided wilh a requircment for repayment' which are recorded as "due from" in the
' i;;-0., gor.r*nl.f fi,nd ano 

.due to, in the borroweigovemmentat tund. iflterlund receivables, $/hich are not considered

currentv available financial resources, a" 
"port"o "i 

advances. For amounts not expected to be collected. within a

;;:#lit,ffiffi: ;ffiil ;;J;6#E ;;e reduced ro the estimated realizable value and the amount that is not

expected to be repaid is reported as a transfer kom the govemmentalfund that made the.ban'

.t tnterfund translers - ReDresent no*. oJ urr"t (pe;anent reallocaton of financial resources among governmental'' 
ffiffi*ffi"r.i ri"*t 

"i "tr"l. 
i, i"iurn and wittrout a requirement for repayment' Transfe6 are reported as

ott", tnan"ing ,1". in th" gor".runt"t irnJ.uiin! transters ano as ottrer inancing sources in the governmental tund

receiving lransfers.
* rii"rir"l i.irur".r*t, _ Reprcsent repayments fron the govemmental tund responsible for padicular expenditures or

expenses to the govern mental fund that initially paid for them'

BALAI,iCE
JULY 1.2010

v2a1-0l0

RETIREMENTS

ATOCURREI{T
I'ATURATES

$8!322

BALAI{CE
JUilE30,2()11

$2Jltl88

CURREIIT

PSEI9!

Elqe7l

LONG.TERM
PORT|OT{

91915111



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GMNDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUMMARY OF SIGNIFICAI'IT ACCOUNTING PoLICIES (CONTINUED)

O. Claims and Judgments

The eslimated amount of the liability for claims and judgments, il any, which is due on demand, such as from adjudicated or

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

or liabilities with a lixed or expected due date, which will require futute available fnancial resources for ils payment.

P. Use of Estimates

The preparation o[ the basic linancial statements in conlormity with accounting principles generally accepted in the United

Slates of America requires management lo make estimates and assumptions that affect lhe reported amounts of assets and

liabilities and disclosures of contingent assets and liabilities at fie date ol the basic inancial statements and lhe reported

revenue afld expenses during the reporting period. Actual resu lt cou ld differ from those estimates

Q. Accounting for Pension Costs

For the pupose of applying the requirements of GASB Statement No.27, Accounting for Pensions by stde and Local

Govemnent Empbyerc IGASB No. 27), the state govemment of the Commonwealth of Puerlo Rico is considered to be the

sponsor of lhe Employees' Retirement System of the Govemment of Puetu Rico and its lnslrumentalities (ERS) and System

2000, a mulli€mployer coslshadng defined benefit pension plan and a hybrid deined contribution plan, resp€ctively , in which

$e employees ofthe l!4unicipality participate. The l\,lunicipality is considered a participant and nol a sponsol, oflhese retirement

systems since lhe majority ofthe pa cipants ifllhe aforemenl'oned pension trust fu nds are employees of the Commonwealth of
puerto Rico and the basic fnancial statements of such retirement systems are part of the fnancial leporting entity of tile

Commonwealth ol Puerlo Rico. Accordingly, no portion of the net pension obligation (NPO) related to ERS has been allocated

to the l,4unicipalily in the accompanying basic financial statements. The basic fnancial statemeats oI lhe Commonwealth of
puerto Rico report the total amount of the net pension obligation of ERS, including any amount that may correspond to the

Municipality.

The i,4unicipality accouots for pension costs from the slandpoint of a participant in a multiple'employer coslshafing plan

Accordingly, pension costs recognized in lhe accompanying basic financial statements are equal to the staluto ly required

contributions, with a liability recorded forany unpaid required contributions.

R. Risk Financing

The l\runicipality caries commercial insurance to cover casualty, thefl, tori claims and other losses. lnsurance policies are

negotialed by the Pue(o Rico Treasury Department and costs are allocated among all the l\,4unicipalities of Puerto Rico.

Cost of insurance allocated to the [,4unicipality and deducted from the gross property tax collections by the Municipal Revenue

Collection Center ('CRlM")for the year ended June 30, 2011 amounted to $170,5'19. The cu eniinsu.ance policies have not

been cancelled or terminated. The CRI[,] also deducled $388,915 tor workers compensation insumnce covering all municipal

employees.

ROMAN TORO & CO., CSP Ceiified Public Accotntantsand Business Consuhatlts

PO BOX 3013 YAUCO PR 00698-J043 . TEL. (787) 856-6220 FIX: (787) 856 6233 
2l



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NoTE I - SUiIMARY oF SIGNIFICANT ACCOUNTING PoLlclES (CoNTINUED)

- S. FutureAdoptionofAccountingPronouncements

TheGASBhasissuedthefollowingaccountingstandardsthathaveeffectivedatesafterJune30'2011:

.! GASB Statement No. 57, OPEB Measurcnents by Agent Enployers and Agent MultipleEnpwer Plans' This Statement is

effective for periods beginning afterJune 30,2012;

.:, GASB Statement No. 59, Financial tnstrunents On,bus. This statement is effective for periods beginning after June 30,

20111

- * GASB Statement No.60, Accounting and Financial Repoting fot soNice concession Atangements. This statement is

effective for periods beginning afler Decembel3l, 2012;

-.!GASBStatementNo.6l,IheFinancialRepotingEnW:Omnibus-ananendne'to'GASBStatementsl'o'14andNo'
34. This statement is effective tor petuds beginning afterJune 30,2013;

-'GASBstatementNo'62,CodificationofAccountingandFinancialRepolingGuidancecontainedkPre-Novembel30'
1g8g FASB and AtCpA prcnourcemerts. This state;ent is effective for pe ods beginning after Dec€mber 31, 2012;

- , GASB Statement No. 63, Financial Repoting of Deferrcd oulffows of Resoutcss, Defered lnf,ows of Resources and l,let

Pos,{ior. This statement is effective for pedods beginning after December 3'1, 20121

_ |.. GASB Statement No. M, D erivalive lnstrun,nts: Application of Hedge Accounting Ternination Provisbns (an anendnent

- oI GASB Statement No. 53). This statement is effeclive for periods beginning after June 30' 201 3;

TheAutholity,smanagementhasconcludedbatlhefutureadoptionoftheseGASBStatementswillnothaveasignifcant
- impaot on the Authority's basic inancial statements.

ROM4N TORO &CO., CSP Certiled Public Accontantt and Business Consultatus
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 2- CASH AND CASH EOUIVALENTS

The l\,,lunicipality maintains its deposib in various commercialbanks locaied in Puerto Rico and Govemment Development Bank

for Puerto Rico (GDB). Proceeds from bonds and funds relaled to c€.tain grant awards are required by law to be held with GDB.

The [runicipality adopted the provisions ol GASB Statement No. 40 (GASB No. 40), Deposit and lnvestnent Risk Disclosure, an

Anendnent to G,qSB Slatemert No. 3. This statemenl requires that state and local govemments disclose essential risk

infomation about deposils and investments. The disclosure requirements cover four main areas: ('l)credit risk, (2) inlerest rate

risk, (3) custod ial credit risk, (4)foreign exchange exposure.

Credit.isk- This is he risk that an issuer or other counterparty to an investment willnotfulfill its obligations. ln compliance

with the laws and regutations of lhe Commonwealth, the [4unicipality has adopted, as it's custodial and credit risk policy, the

invests only in obligations of the Commonwealth, obligations of the United Slates ol America, certifcates of deposits,

commercial paper, bankers'acceptances, or in pools ofobligations ofthe municipalities of Puerto Rico, which are managed

by GDB. According to the aforementioned investment g uidelines, the l\.,lunicipality does not invest in markelable secu tiesor
any types of investments for which credit risk exposure may be significant. Therefore, the l\,lunicipality's management has

concluded lhal the risk .elated to a,!y possible loss related to defaults by commelcial banks ofl the ltlunicipality'S deposits is

considered low at June 30.2011.

lnterest rate risk - This is the risk that changes in interest rates ol debl investments willadversely affect the fair value of an

investment. The l\y'unicipality manages its exposure to declines in hir values by: (1) not including debt investments in its

investment podfolio at June 30, 2011, (2) limiting the weighted average maturity of its investments to three monlhs or less,

and (3) keeping most of its bank deposits in interests bearing accounls generating interests at prevailing market rates. At

June 30, 2011, the [4unicipality's investrneots in ce(ificates of deposits are recorded at cost, which approximales their fair

value. Therefore, the ltlunicipality's management has concluded lhat atJune 30,2011,lhe interest rate risk associated with

the Municipality's cash and cash equivalents is considered low.

Custodial credit ri6k - ln $e case ofdeposits, th,s is lhe risk that in he event of a bank failure, the l\rlunicipality's deposits

may not be recovered. Pursuanl to the Statement of lnvestnent Guidelines fot the Govemnent of the Carnnonweafth of

Puerto Rrico the balances deposited in commercial banks by the l,lunicipality are insured by the Federal Deposit lnsurance

Corporation (FDIC) generally up to a maximum of $250,000 pe. depositor. ln addition, public tunds deposited in commercial

banks by the lrunicipality are tully securities pledged as collateral are held, in the Municipality's name, by the ageflts ofthe

Commonweallh's Secrctary ofTreasury. Deposits wi$ GDB are uninsured and uncollateralized. However, no losses related

to defaults by GDB on deposit transactions have been incuned by lhe Municipality through June 30, 201'1. Therefore, the

l\.lunicipality's management has concluded lhal at June 30, 2011 the custodialcredit risk associated with the lt4unicipality's

cash and cash equivalenls is considered low.

Foreiqn exchanoe risk - The risk that changes in exchange rates will adversely affecl the value of an investment or a

deposit According to lhe aforementioned ioveslment guidelines, the irunicipality is prevented from invesling in foreign

securites or any other types of investments in which foreign exchange risk exposurc may be significant. Accordingly,

management has concluded that the foreig0 exchange risk related to the Municipality's deposits is considered low at June

30. 2011.

ROMAN TORO & CO., CSP Ce ilied Public Accontants attd Business Consuhants
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 2- CASH AND CASH EQUIVALENTS (CONTINUED)

- The Municipality's bank balances i0 commercial banks of $48,396 in the Head Start Fund, $3,375,714 in $e State

nssignmeni Fund and $922,788 in lhe Capital Project Fund, were fully collateralized at June 30, 2011 !n the Olher

Governmefltal Funds there were deposits with commercial banks of $1,103,552 thal were fully collateralized

The deposits at GDB ol$16,967 in the General Fund, the $1,525,842 in lhe Loans Fund, the $9,388 in the Capital Projects

Fund, and the $1,070,262 in Oher Govemmental Funds, a.e unsecured and uncollateralized, as no collateral is required to

- be canied by govenrmentalbanks.

NOTE 3 - RECEIVABLES

- A. Property Taxes Receivableg

property taxes receivable in General Fund represents conlributions from the T.aditionaland Electronic Lottery of lhe fiscal

- y"ai ZOln-2011, notcolected bythe lllunicipality at June 30,2011. Following is a detailofthe proPrty taxes receivable:

Amount

ln the qovem mental funds, this receivable was classified as deferred rcvenue, because was not available to pay liabilities of

lhe cunent pedod.

Property taxes receivable in the olher Govemmental Funds represents advanc€s for he Debt service Fund from fscal

yea;20i0-2011, not colected by the tvunicipatity at June 30,2011. Following isa detailofthe property taxes receivable:

GovernmentalEntity

Municipal Revenue Collection Center (CRIM) $ 142.179

Total $142119

Governmental Entity Amount

Municipal Revenue Collection Center (CRl[4) $ 9 535

Total L L53l

- B. Sales Tax Receivables

As described below in Note 12, the l\y'unicipal Legislature approved the imposition of the municipalsales and use lax during

- fscal year 2006-2007. lndividuals, organization;aod entilies subject to collect the municipal sales and use tax must file a

tax reium to the lrunicipality. Tax iidue each 10b day of each month based on tax collected ifl lhe preceding month.

Therefore. sales lax receivable of $37,075 in the General Fund and $6,220 in the Other Governmental Funds represents

- the amountdue by the taxpayerc at June 30, 2011

ROMAN TORO &CO., CSP Certifed Public Auontants and Business Consultants

Po BOX 3043 vAUCO PR 00698-)043 . TEL. (787) 856-6220 F,4.Y: (787) 856'6233 
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

- NOTE3-RECETVABLES(CONTINUED)

C. lntergovemmentalReceivables

Slate government receivable of $383,581 in the General Fund, represents lhe amount paid in excess during frscal yeal

2010-2011 and prior years for lhe purchase of gasoline to lhe General Service Administration. This amount will be

_ reimbursed to the Nlunicipality by a c.edit in future purchases or in a cash reimbursement. State government receivables in

Olher Govemmental Funds represent expenditurcs incurred not yet reimbursed by the state agencies. Following is a detail

of the slate government receivablesi

Governmental Entity Amount

Depadment of Labor and Human Resoulces -
Law 52 i-lgJl1il

D. FederalGrantsReceivables

Following is a detailofthe inlergovemmental receivable in the Other Govemmental Funds forexpenditurcs incured not yel

reimbursed by the federal agencies:

Descriplion Amount

Early Head Start Program $ 3,531

Child Care Development Block Grant 45,404

Public and lndian Housinq 330

Homeland Secudty Granl 1.747

Total S 51.012

E, Due From Other Funds

Interfund receivables and payables atJune 30,2011 are summarized as follows:

Receivable Fund Payable Fund PurpGe Amount

Other Govemmenlal Payroll and relaled accruals paid

GeneralFund Funds and not reimbursed $ 307,504

State Assignment

Fund GeneralFund Reimbursable expenditures 435,109

CapitalProiecl Fund GeneralFund Cash poolin same bank account 639,540

Other Govemmenlal General Fund Cash pool in same bank account 747.107

Funds

Total l11A@

ROMAN TORO & CO., CSP Ctftilied Public AccoMta ts an.l Business Consuhants
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

F. Other reqeivables

other receivables in other governmental ru0ds, lor the amount of $13,319, represent section 8 Housing choice voucheG

receivables atJune 30,2011, resulting from ftaud recoveries

NOTE 4- CAPITAL ASSETS

Caoital assets; those with an estimated useful live ol one year or more fiom the time ol acquisition by the Municipality and a

;"Ji;i#;;;;;,;;rirnarity tunaea tnrough tne issua;ce of long{erm bonds and loans A summary of capital assets and

,t"ng"r;*ning in zoif, incl;ding those chinges pursuant to the implementation of GASB Statement No 3'4' follows (Land

and construction in progress are not subjectto depreciation):

Balance Retircments,
Reclassilications

Balance

Govemmental Aclivities

Capilal asset, not being depreciated:

Land

Construclion in progress

Total 6apital asse,ts not being doPreciated

Capilal assets, being depreciated:

Buildings
lniastructure
Machinery and equipmeni

Molor vehicles

Total capital assets being depreciated

Total cosl ba3is of capital assets

Less accumulated depreciation for:

Buildings
lnlraslructure

Ivachinery and equiPment

Motorvehicles

Total accumulat.d dePreciation

Totel capital asssts being depreciat€d, net

Governmental activities capital assets, net

July l, 2010 Additions June 30, 20'11

$ 1 395,791

4.573.595

5.969.386

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

23.U2.861

29.812.247

(2,422782)
(448.435)

(1 879,268)

t3.422.923\
(8.173.408)

15.669.453

0 21,63!,839

$ 705,000
1.561.517

2.266.517

178,457

236,896
102,240

$ (2,763)

fi.022 811)

11.025.574\

595,299
427,512
(48,506)

i39.135)

935.170

(90.404)

48,159

39 135

87.294

1.022.4U

$ _ 13Jr!l

$ 2,098,028
5.112.301

7 210 329

14,431,264
4,493,976
2,400,475
3.969.949

25.295.664

32.s05993

12,673,87s)
(609,579)

(1 966,871)
(3.591.207)

18.841.532)

16.454.132

t 23,064JOr

2.784 150

1251,093)
(161,144)
(135.762)
(207.419)

(755.418)

t237 785\

s 2,02!J32

Deprcciation expenses were charged to governmental functions/programs as follows:

Governmental activities Amount

Genelal government

Urban development
Mayor and municipal

Public Safety

Public Works
Culture and Recreation

Sanitation

Human services and welfare

Total depreciation expenses

$ 264,005

226,067

16,519

41,169
119,849

17,411

3,081

67.317

$ 155.41E

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 (CONTINUEO)

- NOTE 4 - CAPITAL ASSETS (CONTINUED)

GASB Slatement No. 34 requires to rctroactively applying lhe requirements to major general infrastructure assets within at least

- four (4)years offie adoption of this pronouncement, which is not later lhan June 30, 2007. The Municipality has not complied

with this requirement.

- NOTE 5- ACCOUNTS PAYABLE AND ACCRUED EXPENSES LIABILITIES

Accounts payable and accrued expenses liabilities in govemmentalfund financaal statements represeni expenditures incurred

- duing fscaiyear 2010-2011, and not paid byfie Nlunicipality at June 30,2011. Following is a detailofthese accounts payable

afld accrued liabilities:

Accounts Accrued
Major Governmental Funds Payable Liabilities Total

- GeneralFund
Head Start Fund

State Assignment Fund

_ Capital Project Fund

other Govemmental Funds

Tolal

$ 116,081 $ 73,702 $ 189,783

23,561

210,349
127,659

181.104

- 23,561
- 210,349
- 127,659

: 181 104

s,-65!J54 $ la7o2 $-132,456

NOTE 6- DUE TO OTHER GOVERNMENTAL UNITS

As ol June 30, 2011, balance due to other governmenlal units consists of the lollowing

- Govemmental Aqency Amount

Puerto Ric! Aqueduct and Sewer
Authority $ 50,880

- General Service Administration 460,179

Shte Department of Treasury 39.048

- Total $150107

NOTE 7. DEFERRED REVENUES

A. Volume of business tax - The defered revenues of $880,194 in the General Fund relates to volume of business tax

collected in fscalyear 2010-2011 that will be earned in fiscal year 20'11-2012.

ROM{N TORO & CO., CSP Ceftified Public Accot tants a .l Business Consukants
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GMNDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (COi,ITINUED)

NOTE 7- DEFERRED REVENUES (COI'ITINUED)

B. Properly Taxes

As desc bed in Note 3, during iscal year 2010-2011 lhe [,lunicipality rec€ived $142,179 from lhe CRllt, related to

contributions lrom the Traditional and Electronic Lottery of the iscal year 2010-2011, not collected by the Municipality at

June 30, 2011. ln the governmentalfunds, this receivable was classified as defened revenue, because was not availabb lo

pay liabilities ofthe current period.

c. Federal Grants - The deferred revenues presented in the Head Starl Fund in the amount of $24,835 and in Other

Govemmental Funds represents the portjon of tederal grants received for which qualitying expenditures have not been

incured. Delerred revenues from the federal govemment are as follows:

Program Description Amount

Community Development Block Grant
Child and Adult Care Food Program

Tille lll
Homeland Security Granl
Homelessness Prevention and Rapid

Re-housing Program

Others

Total

$ 2,644
231,749

33,489

48,226

19,689

14.157

$ l4gtit

NOTE 8 - GENERAL LONG.TERM DEBTS

Long-term liability activity lor the year ended June 30, 2011, was as followsi

Desc ption

Beginning
Balance,

as restated
Borowings
or Additions

Payments or
Deductions

Ending
Balance

DueWithin
OneYear

Bonds Payable

Notes Payable

Compensated absences
Prcperty Tax oebt - Law 42

Property Tax Debl- Law 146

LIIUS Repayment Plan

Prcperty Tax Advances

State Heallh lnsurance
Administation

State Depanment of Labor -

Unemploymeni

Total

$ 6,168,000

695,000
2,201,810

365,153
31,S49
48,998
70,322

379,223

75.589

l10,03!o4

$ 205,000 $ (373,000)
(s5,000)
(86,322)
(8,132)
(1,452)

(32,184)

\70,322)

$ 6,000,000
640,000

2,115,488
357,021
30,497
16,814

379,223

47.988

$ 398,000
55,000

19S,977

8,643
1,452

16,814

30 108

$ 205,000

127 641\

l 165401ll $1t81031 1 709,994

ROILIN TORO &CO.,
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 8- GENEML LONG-TERIJI DEBTS {COI,ITINUED)

A. General obligations bonds

The Municipality issues generaland special obligation bonds, principally, to-provide.tunds for lhe acquisition

maior c"pitat facilities. 6eneral obligations bonds and notes as of June 30, 2011, are comprised of the

issues:

and construction of

following individual

AMOUNTDESCRIPTION

$1,305,000, Series 2003,10r construclion purposes, payable in annual installments mnging from

$20,000 to $100,000, excluding intercsts from 4.17% to 5 31%, through July 1, 2027'

$735,000 Sedes 2001, forconstruction puQoses, payable in annual installments 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 annual installments ranging from

$25,000 to $160,000, excluding interests from 5 00% to 8.00%, through July 1, 2025'

$755,000 Series 2001, for operation purposes, payable in annual installmenb ranging ftom $10,000

to $65,000, excluding interests from 5.00% lo 8.00%, through July 1,2025'

$60,000, Series 2000, lor construction purposes, payable in annual installments ranging from $1,000

to $6,000, excluding interests lrom 5.17% to 7.29%, through July 1, 2024'

$454,000, Series 2002 (previously $600,000, Series 2000), payable in annual inslallments-ranging

trom $g,OOO to $Zg,OOO, excluding interests al4 50%,1hrough January 1, 2027 (Water & Waste

Disposal Loans & G[ants).

$140,000, Series 1999, for construction purposes, payable in annual installments ranging from

$5,000 to $10,000, exctuding interests from 4 865% to 6.56%, hrough July 1, 2023

$230,000, Series 1998, for construction purpose, payable in annual installments ranging lrom $5'000

to $20,000, excluding interests from 4 865% to 6.56%, through July 1, 2022'

$121.000, Series 2000, for operation purposes, payable in annual installments ranging from $3'000

to $8,000, excluding interests at4.50%, through Ja0uary 1'2023

$310,000, Series 1997, for construction purposes, payable in annual installments ranging from

$5,000 to $30,000, excluding interests frcm 4.70% to 6.63%, through July 1,2002'

$222,000 Sedes 1999, forconstruction purposes, payable in annual installments raoging from

$6,0d0 to $'16,000, excluding interests at 4.50o/o (Water & Waste Disposal Loans & Grants),

through January 1,2021.

$1,050,000

470,000

1,355,000

585,000

43,000

346,000

75,000

155,000

78,000

200,000

132,000
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIry OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 8- GENERAL LONG.TERM DEBTS (COTITINUED)

A. General Obligations Bonds (continued)

DESCRIPTION AMOUNT

$350,000 Series 1999, for construction purposes, payable in annual installments ranging ftom

$14,000 to $29,000, excluding interests at 4.75"/0 (Community Facilities Loafl), through January 1,

_ 2016 133,000

$350,000 Sedes 1998, for construction purposes, payable in a0nual installments ranging lrom

_ $13,00010$31,000, excluding interests at5.25%, through January 1,2015 (Community Facilities

- Loan) 113,000

$605,000, Series 2005, for operation purposes, payable in annual installments ranging from $25,000

- to $60,000 excluding interest from 5.00% to 6.000/0, th rough July 1 , 201 8. 345,000

$330,000, Se es 2009, for purchase of eq uipment, payable in an nual installments ranging {rom

- $45,000 to $65,000 excluding interest lrom 3.93% to 7.50%, thrcugh July 1 , 2014. 1 80,000

$590,000, Series 2009, fol purchase olequipment, payable in annualinstallments ranging from

- $1 0,000 to $50,000 excluding interest from 2.43"/0 lo 7.25%, through July 1 , 2033. 560,000

$925,000, Series 2005, for operalion pueoses, payable in anrual installments ranging from $40,000

_ to $85,000, excluding interests from 5.50% to 7.50"/0, through July 1, 2020. 640,000

$305,000, Series 201'1, for purchase of equipment, payable in annual installments ranging from

_ $25,000 to $35,000 excluding interest from 6.00% to 7.50% , th rough July 1 , 201 7. 180.000

Total General obligations - Eonds $-0,.e10.000

These bonds and notes are payable wi$ the following Municipality's resourcesi

.:. Operalional resources and the CRIM retain the payment from the property tax advances ofthe lrunicipality;

.:. Special ad valorem propery hx, which is restricted for debt service and relained by he Govemment Development Bank for

Puedo Rico for such purposes and;

t lvlunicipal sales taxes rcsources restricted for debt seryice.

ROMAN TORO & CO., CSP Cenifed Public Ac.otntants and B6iness Cottsuuants
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 8- GENEML LONG.TERM DEBTS (CONTINUED)

B. Bonds and Notes Amortization

The annual requirementsto amodizethe general obligations oubtanding as ofJune 30,2011 are as foliows:

Year Ending Principal lnterest

June 30. Payment Payment Total

$ 347,032 $ 800,0322012
2013
2014
2015
2016

2017 -2021

2022-2026
2027-2031
2032-2036

Total

$ 453,000

481,000

528,000
477,000
489,000

2,273,000
1,535,000

309,000
95,000

L-6.Et0^000

396,442
367,633

331,245

348,133

1,069,563

418,029
81,723

877,442
895,633

808,245
837,133

3,v2,563
1,953,029

390,723

10512 105.512

$1370312 $ 10.0103t2

C. CompensatedAbsences

The government-wide statement of net assets includes $1,120,576 of accrued sick leave benefts, and $994,912 of accrued

vacat'ion benefits, representing the Municipality's commitment to fund such costs from futurc operations'

D. Property Tax Debt - Law 42

The [ilunicipality enteled into a repaymenl agreement with lhe Govemment Developmenl Bank for Puerto Rico (GoB) and the

Cnff,f, to'pii"'ff in" 
"r".ss 

of property ux idvances through fiscalyear 2000 ard 2001. The.CRl[,ll retains the payment from

rhil;";;il;; "t.r;.; of ttre niuniiiparity. The amounts retained by rhe cR1\,1 are remitted to GDB on Jury 1 of each year

gr.lgh iri f,2m2. fh" outstanding b;la eofthenolepayabletothecRl['IatJune30,2011amountedto$357'021'

E. Propedy Tax Debl - Law 146

on Seotembe.24. 2002. lhe CRIM, on behalf ol the municipalities ol Puerto Rico, entered into a financing agreement with GDB

;;;.-""'* b ;;;;;;; ot Law t,to. r4o ot octouer 11, i001. The purpose of this fnancing agreement was to extinguish in

larrr* ii,ij, iJ.u, prvror" irrr.o uy tr,. eruti, rinance Corporation, a subsidiary ofthe cDB, which were originally issued

o*;;y;ililp;dy i* receivables o;ned by the municipatitie; ot puerto Rico through 1996. The outstanding balance of the

note payable to the CRI[4 at June 30, 2011 amounted to $30,497.

F. Lims Repayment Plan

The Municipality entered into a financing agreemenl with the cRll\.,lfor lhe payment oflhe lrunicipality's share of lhe cosl of an

inio-"tion'mai"g"."nt system, acquiied by the CRll/ on behaf of all municipalities, for lhe management of a digilal database

iii.rp.v"i. p.i.tti"" roiated in Puerto iico. The oulstanding balance of the note payabie to the cRll''I at June 30 2011

amounted to $16,814.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF SABANA GMNDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 8- GENEML LONG.TERM DEBTS (CONTINUED)

G. State lnsurance Health Administration

Liabilities of $379,223 reported in the statement of net assels represent the balance owed for seNices provided by the State

lnsurance Health Administration to the l,runicipality and not paid atJune 30,2011.

H, State Department of Labor Debt Agreement

The lrunicipalily entered into a financing agreement with $e Stale Deparlment of Labor, for the payment of fE Municipality's

debtfor unemployment benefits. The balance at June 30,2011 ofthis agreemenl was $47,988.

NOTE 9- DEBT RETIREMENT

Revenues of he debt service fund consist of the ad-valorem property taxes which are recognized as revenue when collecled

lrom taxpayers and reported by the ltlunicipal Revenue Collection Cenler of the Commonwealth of Puerto Rico to the

Municipality.

These property taxes are accumulated by lhe irunicipal Revenue Collection Ceflter in costs of $e general obligations bonds

issued by the Municipality. Payments are made to the Govemment Development Bank of the Commonweallh of Puerto Rico

from such accumulated funds bythe l\,,lunicipalRevenue Collection Center of Puerto Rico.

NOTE 10- PROPERTY TAXES

The [,lunicipal Revenue Collection Center of lhe Commonwealth of Puedo Rico is responsible for lhe assessment of all real and

personal property located within tE [.lunicipality and for the levy, administration and collecton of he conesponding tax

contribution.

The property tax contribulion is levied each year over the appraised value ol $e property at fie beginning olthe calendar year.

The .eal property assessment is based on the curent value existing in the year 1957 and the personal property at the current

value atthe date ofthe assessment.

The tax rate per annum is 8.280l" lor real property and 6.28% for personal property of which 1.03% of bolh belong to the

Commonwealth of Puerlo Rico and 7.25% and 5.25%, respectively, belongs to lhe l,4unicipality. From the portion belonging to

the Municipality, 6.007o and 4.00%, respectively, represents the l.4un,cipality's basic tax rate lhal is appropdated for genelal

purposes and lherefore accounted forthrough the generalfund.

The rcmaining portion belonging 1o the Municipality ol 1.25% represents the ad-valorem property taxes withheld by the

lrunicipal Revenue Collection Center of the Commonwealth of Pue(o Rico and restricted for debt seNice, which is accounted

for through the debt service fund (See Note 9). The [runicipality has reached the maximum statutory tax rate limit for fie basic

tax while there is no limitation for the ad-valorem lax rale.

The Commonwealth of Puerto Rico grants complete real property tax exoneration on fie flst $15,000 of the assessed valualion

on residential units occupied by their owners. However, the lrunicipality receives the full amount levied, except for residential

units assessed at less than $3,500 on which a complete exemption is granted. The lllunicipal Revenue Collection Center,

instead of lhe property taxpayer, becomes the source of payment in these cases.

ROMAN TORO &CO., CSP C€tuiled Public Auontants and Business Consuhants
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NOTE I() - PROPERTY TAXES (CONTINUED)

The l\y'unicipality grants a complete exemption from personat property taxes up to an assessment value of$50'000 provided that

netvolume'ol buiiness ol retail business does not exceed $t's0,b00' Ttre NlunicPal Revenue Collection CenteI advances to the

l,rtunicioalitv. on monthly payments, 100% of the contribution assessed over property for each iscal year. ln accordance to Law,

il;;;;;;;;; ;ii # ;o'nrrioutions oy the Municipal Revenue Colecrion center from taxpayers. The lrunicipal Revenue

L"fi.a- C.nt.t pe odically inlorms to the [ilunicipality the amounts collected lrom bxpayers and applied to outstanding

advances.

The lvlunicipality rccords as revenue in the general fund the property tax contribulion when received ftom monthly adva0ces

from l\4unicipal Revenue Collection Center.

Due to the facl that collections of property tax are applied to lhe advances of property tax paid by the l'unicipality Revenue

Coii"ction C"nter, the amodization ol the advance it'end of year was not available because is in process of ve fcation by

extemalauditors.

The Traditional Lottery system of the commonweallh (the Traditonal Lotlery) is an operational unit reported as an enterprise

r,,no in'1,a Corrqnri"urih's basic financialstatements, which cunently operates severalbetting alternatives to the cilizens ol

iuerto Rico. The Traditional Lottery is required every fscalyear to distribute a podion of ils excess ol reveoues overexpenses

as follows:

*Thirtyfivepercentolitsneteamings(defnedastheexcessofrevenuesoverexpenseslessanamountearmarkedforlhe
frni for i*t and Home tmproviment Subsidy program for the Low-tncome Qualifying Elderly) is earmarked to the

,rni"'pigti". ottta Corronwealth, ofwhich a maximum of $26 million, on an annualbasis, is distributed to lhe lyunicipal

Equal;afun Fund held by CRllVto coveroperating expenses and permanent improvements ol the municipalities'

t An additional amount not exceeding $16 million, on an annual basis, is distributed to the Municipal Equalization Fund,
'pioviaeJittwitfrintnethirty-fvepercntcorespondingtolhemunicipalitiesofthecommonwealth'Whentheaccumulated

ilrni.ip.L-rpptop,rtio^ lrom lhe municipality;s Puerto Rico Heallh Reform a'e @vered up to June 30' 1997' these

resources willbe assigned to PRHSA.

NOTE,Il -VOLUME OF BUSINESS TAXES

The Municipality iS authorjzed by Act No, 81 to impose and collect municipal license taxes to any natural or legal percon having

trade or buline;s activities within the territory ol dabana Grande. This is a self-assessed tax generally based on the b-usiness

volume oftaxpayers, mealured by gross revenues. The l,unicipality establishes the applicab]e tax rates At June 30 2011'the

;;;i;D;i ffi;t , ;.s impoiei by tre [.,tunicipatity were i.50 percent for financral insriturions and 0.50 percent for other

d;Jil;;y"* Any taxpayers thit have been granted with a partiat tax exemption.under any of the tax incentive acts of

ii.,!-c*roi,"'.atn ,nii .tety iay municipal ticense-taxes at reduced tax rates, generaly between 60 percent and 90 percent

under standard rates.

Eachtaxpayermustassessthecorrespondingmunicipallicensetaxbydeclangthevolumeofbusinessthroughataxreturnto
U" tf"a dudry &,it fS, oused on the actual v;lume oi business (revenues) genemted in the preceding calendal or iscal year'

irrp.y"" *i1, i *r"i *lume of 93 milion or more must includeaudited inanciat statements with their tax retum filings.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABAI{A GMNDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONIINUED)

NOTE 1't -VOLUME OF BUSINESS TAXES (CONTINUED)

Thetaxcanbepaidbyhetaxpayelintwoequalinstallmentsdueo0July15andJanuary15'subsequenttothelilingoflhe
iJirii"ilii .. lilr rslrr,e irrsi iristattment ot itre tax coverc the six-month period ended December 31, subsequent to the liling

ori;;it 
" 

a"ajrai"., ,hite the second installment of the tax covers the six-monlh period ended June 30 of the subsequenl

"]r.i"iv..i. 
rir i.ip"yer etects to pay the tax in gt on the iting date of the dectaration (generaly April 15), a 5 percenl

discount is granted automatically on the totaltax amount due.

Any municipal license taxes collected in advance (that is, pertaining to a future iscalyea.)are recorded as defurred revenues in

the GWFS and the GFFS (See Note 7).

NOTE 12 - MUNICIPAL SALES TAXES

On July 4, 2006, the Governol of Puerto Rico signed into law he Taxpayer JusiEe Act (Act No'l17' H'B' 2193)' The new law

imoosJs a municioal sales tax at a rate of 1.s%ieffective July l. 2006) and lhe Commonweallh sales tax al lhe rale of 5.5%.

;i,i;il;tu; ff";lN"r"rU.i rS, moo. conversety. thscommonweatlh of puedo Rrco etiminated rhe excise tax of 6.60/0

on some imprts (taxes on cigarettes, liquor, and cars;re still in effect) and implemented the sales and use tax {"sales tax")

,vri*.- Liotoinifv *itt this iaw he mun icipal sales tax is admin istered al lhe local level, and the commonwealth sales lax is

"lf.iniitr,"a 
tf,..,-gi tf,. euerto Rico Treasury Department. consequently, separate registration and fling forms arc requircd of

retaileIs.

On November 6, 2006, the lMunicipal Legislature of he l\''lunicipality approved the Ordinance No 20' Se es 2006-2007

.rt.l]ii, irg , .ifr;"rrh,p .ontribution of i.5-% overattbusiness or personal lransactions related to sale ofgoods and/orse*ices

."a" on tni fUrnicipufiii"s bounda es. This Ordinance was effective on November 15, 2006 and lhe resources collected due to

thistaxassessmentwillbeusedinlocalactivitieslikeimprovemenlsinhealthservices,improvementsinthecontroland
,unisarani of solid waste disposal and recycling programs, public imprcvements, improvements of public safety' and

maintenance of all public facilities of the [,lunicipality.

Anv Derson/corDoration is required to reqister vrith each municipality in vrhich it conducts commercial transactions and in the

ili;R-;;;i;;;;; t ootl,n ii"tu,rdis n"gistr"tion certificate, exemption certiicates, and rax returns forms. The retailers

are requhed to lile and send monthly sales tax ;urns by the 20th day following the month in which the tax was collected'

Also, on July 29, 2007, the Governor of Puerto Rico signed into Law an amendment of Act,No' 117' H'B' 2193 known as Act

No.e0. Th; most significant amendmeflts werc: irst, io unilorm the iax mle at7% ofwhich lhe municipalities will@llect 17'

,no ir," pu.rto niro i,"usury Deparlment the other 6o10, os% of tne 6% betongs to the municipatity and it is distributed through

il,".'t.p"* frno. l!,lunicpal development Fund' ['lunicipal Redemption Fund and Municipal lmprovements Fundisecondly

if," art"6fiif,ra.t of a L"cal'Commercial Rule and lhe elimination of source and nexus rules to impose lhe sale and use-tax'

it"i"-runos ure ao.inistered by the Government Development Bank for puerto Rico. Finally, the Law rcstricts the use of the

tunds by the municipalities to ce(ain specifc aclivities.

During fscat year 2010-2011 the [4unicipality earned the amount of $1,119,794 related to this citizenship contribution prognm.

NOTE I3 - INTERGOVERNMENTAL REVENUES

lntergovernmentallevenues@nsistprjmarilyoffundsreceivedlromthecommonwealthofPuertoRico,,inlieuoftax'
;;;;;;[ il fi" Quasi-pubtic corporation, puerto Rico Etectric power Authority, and federat fnancial assistance received

ffi ieaeor gore.."nt. crants and subsidies received from the commonwealth of puerto Rico and federal agencies include,

among others, a generalsubsidy lor urban developmentand capital imprcvements'

ROnhN TORO & CO. CSP Cetiled Public Atcomtants an.l Busihess Consultants
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 13 - INTERGOVERNMENTAL REVENUES (CONTINUEO}

lntergovernmental revenues are accounted lorlhrough the GeneralFund except for those directly related to urban development

and capital improvements, which are accounted for through the Special Revenue and he Capital Project Funds. Federal

FinancialAssistance is recorded in the SpecialRevenue Fund.

NOTE I4- INTERFUND TRANSFERS

lnterfund transfers du ng the iscalyear ended atJune 30,20'11, are summarized as follows:

Transfer Oul Transfer ln Purpose Amount

General Fund

General Fund

General Fund

State Assignment
Fund

Other Govemmenlai
Funds

Total

Other Govemmenlal
Funds

Other Governmenlal
Funds

StateAssignmenl
Fund

Other Governrnenlal

Funds

State Assignmenl

Fund

Debt reliremenl

To cover operaling

expendilures

To cover operaling

expenditures

To cover operating

expenditures

To cover operating
erpenditures

$ 299,227

4,000

8,619

18,024

4.945

s 334315

NOTE 15. EMPLOYEE'S RETIREMENT PLAN

The Employee's Retirement System of the Government of Puerto Rico and its instrumentality (ERS) is lhe administrator of a

cost-sharing multiple-employer retirement system established by the Commonweallh of Puerto Rico. The ERS was created

under the Act 447, approved on [.,lay 15, 1951, as amended, and became effective o0 January 1, 1952. ERS coveN all regular

employees ol the Commonwealth of Puerto Rico and its instrumentality and of cetuin municipalities and components units not

covered by theirown retirement systems.

Participatio0 is mandatory except fo. memberc of the Legislature, Govemment Secrctaries, Head of Agencies and Public

lnstrumentality, Assistants of lhe Govemor, the Comptroller of the Puerto Rico, Gubernatorial Board and Committee appointees

and Experimental Service Station employees. ERS provides retirement, death and disability bene{its. Disability retirement

benefits are available to membeE for occupational and non-occupatioflal disabilities. Retirement benerits depend upon age at

retirement and numberofyearc ofcredited service. Benefits vest alter ten years ofplan participation.

The Municipality adopted the requirements of GASBS No. 25 for all the career employees lhat are covered under the

Commonwealth of Puerto Rico Employee's Retirement System, a multiple-employer public employee retirement system,

established by State Laws.

under the plan, the employees and employer portions are cofltributed, foI which, the employee amount is withheld ftom

salades. Covered employees are rcquired by Commonweallh statute to contribute 5.775% for the frst $550 ol monthly salary

plus 8.275% for the excess ofthis amount, or on the alternative, 8.275% ol all salary. 'Ihe Municipality contributes to the system

9.275% of the parlicipaling employee's salaries.
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NOTE,I5-EMPLOYEES RETIREMENT PLAN (CONTINUED)

Law Number 305 of September 24, 1999, amendments $e Act Number 447 lhat establish a savings program. All employees

"ai"" 
i.'1," ivrt", ai ol Decemier 3i, 1999 may elecl to transfer from define contribution programs to lhe new savings

p.gr; ti d"li|"d *.t,iuution plan). Employees in lhe savings program may now contribute lrom a minimum 0f8.275olo upto

I miiimim or ro'L or treir monttrly'salary, and witt invested in an account which will either: (a) eam a fxed rate based on lhe

t"o-vea, consun ,,rauritv Treasui Notsor, (b)eam a rate equalto 75% ofthe retum ofhe system's investnent portfolio (net

of m'anagement fuesy, orjc) eam i combination of both alternatives. lf at time ol retirement accumulated benelits amount t0

ifOOOOi, f.* may eleciio receive a lump sum distribution up to the accumulated benefts. Under lhe new program the

Ltirement age is red',uced from 65 to 60 forthose emptoyees whojoined the current ptan on or alter April 1, 1990.

The pension benefit for participants who retire with less than 30 years of service is computed at the rale of 1%o/a of lhei aveage

comfeniution to, 
"u"t 

iear oicredit service for the remaining years. The system also provides for death and disability benelits

and the assets ofthe System pedaining to the participant employees.

A varjety of significant actuarial assumptions are used io determine the standard measure of the pension beneft obligatioo afld

these assumplions are summarized below:

.! The present value olthe future pension payments was computed by using a discount of 9%'

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

All employees that do not elect to transfer for the new program and who at the time of employment are 55 years old or less are

eligible to participate in the system. Pension benefts lor padicipants with 30 years of service are as follows:

YEARS OF PARTICIPANT'S

SEBVI9E AGE PENSION BENEFITS

65% of the average of tte three years of highest salary during the

30 or more 55 or less employee's seNice period

75% of the average of the three yea$ of highesi salary during the

30 or more 58 or more employee's seNice pe od.

75% oflhe average ofthe lhree years ofhighestsalary during the

employee's service period (employees started working afrerApril 1'

30 or more 65 or more 1990).
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The amount of lhe total pension benetil obligation is based on a standardized measurcment established by GASBS No. 27,

Financiat Repoting for Diefined Beneft Pension Plans and Noles Disc/osu/e for Defrned Contibulions Plans. The standardized

,"u.r*me,it i. tt-" actrarial present value of esiimated defned pension benefits, adiusted for the effects of proiected salary

inirea.". unA steprut" letefiis, estimated to be payable in the future as a resull of employee seNices perfonned to date The

measure is intended to help users assess the Sysiem's funding status on a going-conceln basis, assess progress made in

accumuiating sufiicient assets to pay benelits wh;n due, and mike compa sons among other public retirement systems The

measure is i-ndependent oflhe actua alfunding melhod used to detemine contributions tothe plan'



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GMNDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 15- EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

The membership of retirees and beneficiaries curren{y receiving benelits and terminated employees entitled to benefits, but not

Veir""eiring benelils, and aciive employees and the distribution of aclive employees between vested and non-vested is not

readily available.

contributions in 2006 and prioryeaE were made based on percentages established by the law. such percentage has not been

UaieO on aAuariat studies, aj required by accounting principles generally accepted in the United States of America. An

actuariat compilation of the annual ;ontibutlon applicable to he l\,lunicipality has not been prepared. Accordingly, lhe accounts

by which the ;ctual contributions differ from the required actua alcontributions are not known

The total pension expendilures ecorded in lhe category of administration for the Fiscal Year Ended June 30' 2011 was

.pp.ir"ily sazs,li. lll emptoyees who at the tjme otemptoyment are 55 years otd or less are eligible to participate in the

Syitem. No benelit is payable ifthe participant receives a refund ofhis accumulaled contributions

The historicaltrend information rcgarding the accumulation of assets and pension benerit obligation in the ERS is not available.

For the ten-year trend informalion, refealo the separately issued financial statements of lhe ERS as ol and fo1 the fiscal year

.no"o Lrn.'lo, zott. t. p.R. Retirement plan Adminisiration provides additional information of the ERS. They issue a public

available inancial report that includes inancial statements and requircd supplementary inlomation for ERS, as a componenl

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

A. Claims and Judgments

The lrunicipality is, at prcseni, a defendant in a number ol legal matters that arise from alleged improper application of policies

.ni n"giig;n; in th. odinary couce of the t\.luflicipality,s a;tivities. The tegal counselof the l\,lunicipality has advised that at

this sta!;in the proceedings of lawsuits he cannol offer an opinion as to the probable outcome

ln additioo, the [runicipality is a defendant or co-defendant in several legal proceedings, which are in discovery stage. certain of

1,"* ifii,ii "" aorar"i by inrrrun"a. Legal counsel with lhe informalion cu ently available can not determine the linal

oriiome or $,ese claims. Aicordingly, $e f;ancial statements do not include adjustment, if any, that could result from the

resotution ottnis tegal proceeding. fowever, it has been the l,lunicipality's experience that such aclions are settled br amounts

substantially less than the claimed amounts.

B, FederalGrants

ln the normal couEe of operations, the lrunicipality receives grants from various Federal and state agencies. The glanl

f,ogr"r. a; srbj;"tto auiit by agents of the granti;g aulhonty, the purpose of which is to ensure compliance with conditions

ii"i.O""fi"if,. glrr.ti.g 
"ffunis.-Any 

liabitity fir reimLuEement which may a se as the resutl ofthese audits is not believed to

be material.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 
,I7 - FUND DEFICIT

The lrunicipality has accumulated deficit of $2,801,232 in lhe General Fund. The lrunicipality's plan adopled wilh 2010-2011

budqet includes a balanced operating budget achieved lhrough coslcutting measures in the previous frscal years. The budget

does notaddress the cumulative Genercl Fund defrcit.

NOTE 18 - FUND BALANCE (DEFICIT)

As ofJune 30, 2011, the tund balance (de,icit) classifications are as followsi

Human Seto ces and WdtaE

Toi.l Fund Blhnc. (Delicit)

I

.

16.967

.

12.818199)

t_lz!01r321 t-

$

.

3.600,474

.

tLlorua

,-

't,nzz,i.

203,636

lrt2r,i42

,.

1t44,051

:

Urg4.E

$ 65,71s

6 088
70u0
97,261

260482
610 261

1114

824 697

l rJTl,rm

$ 65./15
6 088

70320
97 261

260182
7,023 965

7114
203,636
824,697

(2.818.1991

L_lJ{.0n

t.

.

NOTE 19-ACCOUNTING CHANGES AND RESTATEMENTS

A. Govemmental Fund Financial Siatemenls

The following restatements have been made in the Governmental Fund fnancial statements, which are reported as an

adjustmentto the beginning fund balances:

GeneralFund

State
A3signment

Olher
Gor,emmental

Fund

Capit.l
Project

Fund balance beginning

To adjusl the Slale Depanmenl of

To recognized an inleqovernmental
re.elvable wilh lhe Genera Serv ce

Adiuslments as per GASB 54

Seciion 8 Houslnq Choice Voudrers

$ (2,605,463)

(39,048)

61,5&3

(12,319)

s 4 524 903 $ 1794 267 $ 1,141,504

44 423

![nm.i26

(52,830) 20 471

(3 828)

i -tliiJ{?lrJ4t44Fund balance, beginning, as estated
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

_ NOTE 19-ACCOUNTIiIG CHANGES AND RESTATEMENTS (CONTINUED)

B. Gove.nmenlal Wide Financial Slatements

- The following restatements have been made in the governmental wide financial slatements, which are reported as an

adjustment to the beginning net assets:

Description Total

Net assets, beginning $ 18,396,842

To recognized an intergovernmental payable

with the State Health lnsurance Administration l.319,223)

To adjust the State Department of Treasury

debt (39,048)

To recognized an intergovernmental receivable

with the Genelal Service Administratioo 61,563

Adjustments to accounls receivables (255)

Sectio0 I Housing Choice Vouche6 (3.828)

Net assets, beginning, as restated ll&036.051
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

BUDGETARY COMPARISON SCHEDULE. GENERAL FUND

(SEE NOTES TO BUDGETARY COMPARISON SCHEDULE)

FOR THE FISCAL YEAR ENDED JUNE 30, 2OI1

Vadance with
ActualAmounG FinalBudg€t
(BudgetaryBasis) Positive

oriqinal Final lsee Note l) (NeS4ryqL
Budoeted Amounts

RESOURCES (tNFLOWS):

Propedy Taxes

Sales Taxes
Volume oI Business Taxes

lnlergovernmental Revenues

Licenses and Permils

Rent
l\riscellaneous

Total Resources (lnfl ows)

CHARGES ]O APPROPRIATIONS (OUTFLOWS)

CuIIenl]
I\,4ayor and Municipal Legislalure

General Government
Public Salety
Public Woirc
Culture and reclealion

Health and Sanilation
Human Services and Welfare

Tmnsfer lo olher Funds

Total changes to approp ations

EXCESS (DEFtClEi{CY) OF REVET{UES OVER
(UNDER) EXPENDITURES

$ 1,893,089

500,000
1,100,000

5,256,705
254,000
135,000

10.128.790

1,847,463

3,174,180
536,726

2,M5,576
413,279

76,659
1,047,781

387.126

10.128.790

$ 1,893 089
500,000

1,100,000

5,256,705
254,000
135,000

989 996

10.128.790

2,036,747

3,003,927
480,933

2,879,141
392,996
42,088

993,730
299 228

10.128 790

$ 1,842,441

5U,129
989,844

5,304,623
687,813
101,563

2,253,0U
2.740,676

479,871
2.650.230

391,855
215,466
991,098

10.021.457

s 1212.3211

$ (50,648)

M,129
(110,156)

47,918
433,813
(33,437)

t671.273\

(319.6541

\216,287)
263,251

1,062
228,911

1,141
(173,378)

2,632
1

107.333

t Jz2t2t)

See accompanying Notes to Required Supplementary lnlormation

ROMAN TORO & CO , CSP Ce ilied Public Accontants and Butiness Consuhants

Po BoX 3013 vAUCO PR 006983013 TEL. (787) 856-6220 FAx: 1787) 856'623j 46



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO BUDGETARY COMPARISON SCHEDULE. GENERAL FUND

FOR THE FISCAL YEAR ENDED JUI'IE 30, 2Oi1

NOTE A - EXPLAMTIOI.I OF DIFFERENCES

REVENUES AND EXPENDITURES

Sourceslinf lowr of rcsourcesl
actuaiamouns (budgetary basis)'available Ior approPdation' ftom lhe budgelary comparison

schedule (Page 46)

Differences-budget to GAAP:

Prior and curenl adjustnents to revenues

Totalrevenues as reporied on the Slatement of Governmental Fund Revenues Expendilures

and Changes in Fund Balances (Page 13)

t,sesroutllows of rssources:
Acfualamounis (budgetary basis)'total chaQes lo approprialions' fmm the budgetary

comparison schedule (Page 46)

Differences-budget to GMP:

Prior year expendifures arc not oulflows of budgetary rcsources. but are expenditurcs for

fnancialrepo ingPurposes

Encumbrances for supplies and equipmenl ordered bLrt not received are reported in fle year

tie order is placed for budgetary reporting purposes

Translers to otherfunds arc outflows of budgetary resources, but ae notexpenditures for

fi nancial repoding Purposes

Adjustnent to expenditures

Totalexpend lrres as reponed on the Statement of GovemmenlalEund Revenues'

Expe;difuIes. and Changes in Fund Balances {Page 13)

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

BETIIVEEN BUDGETARY INFLOWS AND OUTFLOWS AND GAAP

GENERAL FUND

$ 9,809,136

7.390

1 9316,526

$ 10,021,457

81,760

(102,936)

lzes 227)

1 9J10,045

A. BUDGETARY CONTROL

The [ilunicipality's annual budget is prepared on the budgetary basis of accountilg, which.is not in accordance with GMP' and

i.p"r.nii i"pittr*t r appripriationi recommended 5y thi tvayor ano approved, by the Municipal Legislature priorlo the-

beoinnino of the fiscal year. Amendments to the budget requiri the approval of he [,,lunicipal Legislalure. Translers of

,pirpriiri.rrt,f,il|tn"iraget,knownasMayoisResolutions,donotrequiretheapprovaloltheMunicipalLegislature'

The l\rlunicipality prepares its annualbudget including the operations of the generalfund'

For budgetary puposes, encumbrance accounting is used. The encumbrances (i'e', purchase ordels' contracts) are considered

;G-ilt1l-Js'ffi; iniri*a. ro, GMP repirting purposes, encumbrances oulstanding at year-end are repoded as

reseryations of fund balances and do not constiiute eipenditures or liabilities because lhe commitments will be honored during

lhe subsequent yeal.

ROITAN TORO & CO., CSP CeniJied Public Accoutants and Business Consuhants

PO BOX 304J YAUCO PR 00698-3043 ' TEL 1787) 856-6220 FAX: (787) 8s6 6233 
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO BUDGETARY COMPARISON SCHEDULE. GENERAL FUND (CONTINUED)

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

- 
NOTE B- STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

A. BUDGETARY CONTROL (CONTINUEDI

- The unencumbered balance of any appropriation at lhe end of the fscal year will lapse at the end of such frscal year. Other

appropriations, mainly capital project approprialions, are conlinuiflg accouflts for which the [runicipal Legislature has authorized

hat an u nspent balance from the p or year be canied foMard and made available for cu rcnt spending.

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

2011 representing the original budget. There were no supplemental appropriations for the year ended June 30, 2011.

ROMAN TORO & CO., CSP CeniJied Public Accothtants ond Business Consuhants
Po Rox 3043 YAUCo PR 00698 3043 . TEL. 1787) 856-6220 FAX: (787) 856-6233 

4A



COITTMOIWVEALTH OF PUERTO RICO

UUNICIPALITY OF SAEqNA GRANOE

SCHEDULE OF E.XPENDITURES OF FEDERAL AWARDS

FISCAL YEAR ENOED JUNE 30,2O'1

Federal Gmntor/PaseThrough

PassThrough
Federal CFDA Entt ldenlifying Federal

Number umber Expenditures
lNob Bl lNob C) lNote A)

$ 479,22210 558 iuAV

U.S. Deoa rtne nt of Aqrlcolture
Passed lhmugh the P R. DeParlment ofEdlcaiion

Chlld and Adull Carc Food Prograrn

u.S. oepartnentof Houdnq and Urban Oeveloomenl

Seclion 8 Housinq Choice Vouches

Passed through the Offce ofCommissioner of ilunicipal

Community De\€loPment Block Grant _ State's Progam

ARRA- Community Der€lopment Blcok Granl _ Stale pmgEm

S ubiotal Com munity De\€lopmenl Block G.ait

Passerl through Stale- Puerto Rico Housing Adminislralion

Public and lndlan Housing

Passed through the P.R. Department of Fami[ ' Famrlles

and ChildrenAdminisl6tion
ARRA- Homelessness PE\€ntion and RaPid Rehousing

Totalu.s. Departnentol Hooing and urban
Development

U.S. Departnent ol tlomel.nd Ssclrltv
Passed through the Commonwdth of Puedo Rico Go\€rnor

Offce Public Secudiy AffaiB Ofice
Disasler Grants - Public Assistance

14 257 201c000275 114,315

2,534,846

97 036 Not a\€ilable 6,775

14.671

14 228

14 255

10-AB-55
0$AB-55
09Fc-55
08-FE,55
08-AB-55
07-FG55
0cFG55
otAB-55
04-FC 55
o,t-AB 55

01FC55
02nB-55
01-FD-55
99,FC-55

08-AB,DR-55

813,944

14 850 RQ005009032

1c62249
167,624

1,229,877

376,710

Conlinue

RO|IAN TORO & CO.. CSP Cetilied Public Accontahts a i Business Consuhaits
PO ROX 3043 Y-IUCO PR 00698 3043 . TEL. (787) 856-6220 FAX: 087) 856-62)3
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MUNICIPALIW OF SABANA GRANDE

SCHEDULE 0F EXPENDITURES 0F FEDERALAWARDS (Coniinued)

JUNE 30,2011

Federa I Grantor/Pass.Through

GmntorProgram Tite

FederalCFDA
Number
(Nob B)

Pas&Through

Enlity ldenlifying
Number
(t{ob c)

Federal
Erpenditures

__l!ot"jl_

U.S. OsmrtnentolHealti and Human Services
DilEct Progl.m:

Eady Head Slart

ARRA-Ea.ly Head Slart

Pass-through: Adminisl€tion for Childhood Care

and lntegral De\€lopmenl:

Head Starl

ARM-Head stad
Tolal Head Slarl Clusier

oirect Pmg€m:

Family Violence PE\€ntion and S€ ices

Passed though Siaie - Eldedy offce

Special pmg€m forAging, 'l'itle lll, Part B

Passed thrcugh the P.R. Depanment of Family - Families

and Children Administrationr

Child Care and DerElopmenl Block Granl

ARRA- child care de\elopment block granls

Tolal Child Cale and De\€lopmenl Elock Grant Cluster

Tobl U.S. Depertnentoflballh and Human Seruicoa

Tota I Er penditures of Fede re I Awa rds

93.600

93.709

93.600

93.708

93 592

93.044

Not a\ailable

02sE9893

241-201 0{00181
241-201 1{00349
241-2010{)00140

u2070
19 462

1.497

4,773.852
153,379

5 488,763

72,142

93.575

93 713

203 598

9.749

213,v7

5,775,749

$ 8,796,593

ROMAN TORO & CO., CSP Ceiilied Public AccoDta ts dn.l Business Consuhants
PO ROX 3A$ YAUCO PR 40698-)043 . TEL (787) 856-610 FAx: (787) 856 6233
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COMMONWEALTH OF PUERTO RICO
ITUNICIPALITY OF SABANA GRANDE

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30,2011

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

GENERAL

The accompanying Schedule of Expendjtures of Federal Awards includes the fuderalgrant activity ol
Ule l\.lunicipality of Sabana Grande, Puerto Rico (l\y'unicipality) and is presented on $e modilied accrual
basis accounting. The information in this schedule is presented in accodance with the requirements of
Ol\rB Circular A-133, Iudlts ol States, Local Govennents, and Non-Profit Oryanizatiors. Theretore,
some amounts prcsented in this schedule may difier from amounts presented in, or used in the
preparalion of, lhe general-purpose financial statements. The reporting enlity is defined in Note (1) (A)

to the general-purpose combined fnancial statements.

SUMMARY OF SIGNIFICANT ACCOUN'ING POLICIES

A. The accompanying Schedule of Expenditures of Federal Awards is prepared lrom [4u0icipality's
accounting records and is nol intended to present linancial position orthe results ofoperations.

B. The fnancial lransactions are recorded by the [,,lunicipality in accordance with the tems and
conditions of the granls, which are consistent with accounli0g principles generclly accepted in the
United States of America.

C. Expendilures are recognized in the accounting period in which the liability is incuffed, if
measurable or when actually paid, whichever occurs lirst.

FEDERAL CFDA NUMBER

The CFDA numbers included in his Schedule are determined based on the program name, review of
grant contract infomation and the Office ol l\ranagemenl and Budgel's Catalogue of Federal Domestic
Assistance.

PASS THROUGH GRANTOR'S NUMBER

State or local govemment redistributioo of federal awards to the l.lunicipality, trealed as if lhey were
received directly from the fuderal govemmenl. OMB Circular A-133 requircs tle schedule to include
lhe name of the pass lhrough enlity and identifying number assigned by the pass $rough entity for
lederal awards received as a subrecipient. Numbers identified as N/AV are nol available.

MAJOR PROGRAMS

Major programs arc identiied in the Summary olAuditols Results Section ofthe Schedule of Findiogs
and Questioned Cosls.

ROMAN TORO &CO., CSP CetiJied Public Atcowtatusand Business Cotsuhants
PO ROX 1043 YAUCO PR 00698 3041 . TEL. (787) 856-6220 FAX: (787) 856-6233 5j



CO MONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES T0 SCHEDULE OF EXPENDITURES OF FEDEML AWARDS (Continued)

JUNE 30,20,I1

NOTE 6 - RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF EXPENOITURES OF

FEDERAL AWARDS TO THE EXPENDITURES PRESENTED IN THE BASIC FINANCIAL

STATEMENTS

Description

10.558

14.228
14.255
14.850

14.257

14.871

97.036
93.044
93.575
93.7'13

93.600

93.708

93.592

93.600

93.709

Total fuderal awards expenditures

Total nonfederal awads expenditures

Total expenditures, fund statements

4,022,741
4,078,641

Head Slart
Program

$

4,773,85;

Oher
Govemmental

Funds

$ 479,222

813,944

1,062,249
167,628
376,710
'114,315

6,776
542,070

19,462
72,142

153,379

1,497

203,598
9,749

4,773,8s2

4,773,852 $8,101,382

END OF NOTES

ROMIN TORO & CO., CSP Cetli|ied Public Accoqtants ahd Business Consuha ts
PO ROX 3043 YAUCO PR tn698 1043 . TEL. (787) 856-6220 F,4,Y: i87) 856 6213
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WIIH COVERIIMENT AUDII'IVG SIA'VDARDS

Honorable ltlayor and Member of the

Itlunicipal Assembly
Itlunicipality ofSabana Grande, Puerto Rico

We have audited the financial statements of the governmeotal activities, the business-type aclivities, each maiol

fund, aod the aggregate remaining fund information of Municipality of Sabaoa Grande, Puerto Rico as ol and for the

year ended June 30, 2011, which collectively comprise Municipality of Sabana Grande, Puedo Rico's basic fnancial

statements and have issued our reporl lhereon dated March 16, 2012. The eporl on govemmental activities was

adverce because the lvlunicipality of Sabana Grande, Puerto Rico had not recorded certain general infrastructure

assets in govemmental activities and, accordingly, had not reco.ded depreciation expenses on these assets. We

conducted our audit in accordance with auditing standards generally accepted in the United States of America and

the standards applicable to linancial audib contained in Govennent Audiling Stardards, issued by the Comptroller

Generalof the United States.

lnlernal Control Over Financial Reporting

ln planning and performing our audit, we considered lrunicipality of Sabana Grande, Pue(o Rim's internal control

over fnancial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions

on the fna0cial stateme0ts, bul not for the purpose of expressing an opinion on the effectiveness of l\runicipality of

Sabana Grande, Puerto Rico's internal conlrol over fnancial reporting. Accordingly, we do not elpress an opinion on

the effectivencss ofthe ltlunicipality of Sabana Grande, Puerto Rico's internalcontrol over fnancial repofting

Our consideration of internal control over financial reporting was for the limiled purpose desc bed in the preceding

paragraph and was not designed to identify all deficiencies in internal control over inancial reporting that might be

significant dericiencies, or material weaknesses and lherefore, therc can be no assurance tlat all deficiencies,

significant deficiencies, or material weaknesses have been identifed. However, as described in the accompanying

schedule ofinding and questioned costs, we identified a deficiency in intemalcontrol overfflancial reporting lhat we

considerlo be a mate alweakness and othel defciencies that v/e consider to be signiicant delicienoes.

A dericiency in intemal control exists when the design or operation ol a control does not allow management or

employees in a normal course of performing thek assigned functions lo prevent, or detecl afld correct misstatements

on a timely basis. A material weakness is a deliciency, or a combination of deliciencies, in inlernal control such that

therc is a rcasonable possibility that a material misstatement ol the entity's financial statements willnot be prevented,

or detected and cofiected on a timely basis. We considered he deficiencies described in the accompanying schedule

of finding and questioned costs as items 201 1 'll- 1 and 201 1 -ll-2 to be material weaknesses

A signifcant deficiency is a deiciency, or a combinalion ofdeliciencies, in intemalcontrol that is less severe than a

material weakness, yet importafit enough to merit attention by those charged with govemance. We consider the

deliciency described in the accompany schedule of findings and questioned costs as item 2011'll-3 to be a signilicant

deficiency.
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Compliance and 0ther Matters

As part of obtaining reasonable assurance about whether l\4unicipality of Sabana Grande, puerto Rico,s financial
slatemenls are free of material misslatemenl, we performed tests of its compliance with cedain provisions of laws,
regulations, contracts, and granl agreemenls, noncompliance with which could have a direcl and material eflect o[
he determination of financial slatement amounts. However, providing an opinion on compliaflce with those provisions
was not an objectjve of our audit, and accordingly, we do not express such an opinion. The resulls of our tests
disclosed an insiance o[ noncompliance or other matters that are required to be reported under Government Auditing
Slandards and which are described in the accompanying schedule of ftdjngs and questioned costs as item
2011-r-2.

l.4unicipality of Sabana Grande, Puerto Rico's response to the fnding identifed jn our audit is described in the
accompanying Schedule of Findings and Queslioned Costs. We did not audit the l\y'unicjpatity of Sabana Grande,
Puerto Rico's response and, accordingly, we express no opinion on ii.

This report is intended solely lor the information and use of management, others withjn the enlity, lvtunicipal
Assembly, and fuderal awarding agencies and pass{hrcugh entities and is nol intended to be and should not be
used by anyone otherthan these specifed parties. '-D . '-r- -'/

lori ilJ.o' 
"nrroon*r.PUBLICOS AUTORIZADOS, CSP

LICENSE #35.IN FORCE

Yauco, Puerto Rico

March 16,2012

Stamp #E18583 was affixed to
the original of this report
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE wlTH REOUIREMENTS THATCOULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULARA.133

Honorable l\rayor and Member of the
L4unicipal Assembly

[4unicipality ofSabana crande, Puerto Rico

Compliance

We have audited [.,lu0icjpality of Sabana Grande, puerto Rico's complianc€, wjth the types of compliance
requirements described in he oMB arculat A-133 conpliance supplenenl lhat could have a direct and malerial
effect on each of Municipality of Sabana Grande, Pue(o Rico's major federal programs fot lhe year ended June 30,
2011. Liunicipality of sabana Grande, Puerto Rico's major federal programs are identified in the summary olaudilols
rcsults section ofthe accompanying schedule offindings and questioned costs. compliance with the requirements of
laws, regulations, contracts, and grants applicable to each ol ib major federal programs is he responsibility of
irunicipality of Sabana Grande's management. Our responsibility is to express an opinion on l!.lunicipality of Sab;na
Grande's compliance based on ouraudil.

We conducted ouraudit ofcompliance in accordance with auditing slandards generally accepled in lhe United States
of America; the standards appljcable to frnancial audits contained jn Goyernmert Auditing Standads, issued by the
Comptroller General of the united States; and O[rB Circular A-133, ,4udrs ofstates, Local Govennents, and Non-
Proft Aganizalions. fhose slandards and OlttB Circular AJ33 require lhat we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types o, compliance requirements rcferred to above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about i,lunicipality of Sabana Grande, puerto Rico,s compliance with ihose requiremenis and
performing such other procedures as we @nsidered necessary in the circumslances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination of l\ruflicipality of
Sabana Grande, Puerto Rico's compliance wilh those requirements.

ln our opinion, Municipality of Sabana Graode, Puerto Rico, complied, in all material respects, with he compliance
requirements referred to above that could have a direct and material effect on each of its major federal prog.ams for
the year ended June 30, 2011.

lnternal Control Over Compliance

Managementof lt4unicipality of Sabana cnnde, puerto Rico, is responsible for estabtishing and maintaining effective
inlemal control over compliance with the requirements of laws, regulations, contracts, and glanls applicable to
federal programs. ln planning and performing ouraudit, we considered l\.,lunicipality ofSabana G.ande, puedo Rico,s
internal control over compliance wilh the requirements that could have a direct and matedal eflecl on a major federal
program to determine the auditing procedures fo. the purpose of expressing our opinion on compliance and to test
and report on intemal control over compliance in acco.dance with OlrB Circular A-j33, but nol for ihe purpose of
expressing an opialion on the effectiveness of intemal contro, over compliance. Accordingly, we do not express an
opinion on the effectiveness ofMunicipality ofSabana Grande, puerlo Rico's internal control over compliance.
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A deliciency in intemal control ovet conpliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normalcourse ofperforming iheir assigned funclions, to prevenl, or
detect and correct, noncompliance with a type of compliance requirement ol a federal program on a timely basis. A
mateial weakness in ktenal contrcl over contpl,ance is a defciency, or combination of deficiencies, in internal
control over compliance, such hat there is a reasonable possibilily that mateial noncompliance with a type of
compliance requiremenl ofa federalprogram willnotbe prevented, or delecled and conected, on a timely basjs.

Our consideration of internal control over compliance was for the limited puDose described in the frst paragraph of
his section and was not designed to idenlily all defcieocies in internal control over compliance $at might be
deliciencies, signifcant dericiencies, or materlal weaknesses. We did not identify any deliciencies in intemal conlrol
overcompliance that we consider to be material weaknesses, as defined above.

This report is inlended solely for the infomation and use of managemenl, Municipal Assembly, otherc within the
entity, federal awarding agencies, and pass-through entities and is not intended to be and should not be used by
anyone otherthan these specifed parties. -7> '-r- ./

--L/ /,--. {("to-'^-
'R0ltlAN TORO & C0., CONTADORES

PUBLICOS AUTORIZADOS, CSP
LICENSE #35 . IN FORCE

Yauco, Puerto Rico

[/arch 16,2012

Stamp #E18584 was affixed lo
lhe original of this report
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COMTIONWEALTH OF PUERTO RICO

- I$UNICIPALITY OF SABANA GRAI{DE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

SECTION I- SUMMARYOF AUDITORS' RESULTS

_ flnancialslatamenls

Type of auditols report issuen

Govemmental Wlde Financial Slalements

. Govemmental Funds Fnanc a Slalemenls

- lntemalconlrooverfnancialreponing:

. Siqn ficant conlro deicency denlifed?

M alerial weakn ess (es) denlif€d?

Noncompliance rnal€rial lo linanca stalemenls noled?

- FederalAMrd3

nlernal cofl trol over majorprograms

Signifcanl con trol deticiency identlied?

. Male. a weakness(es)identlied?

Unqualifed Opinioa

I ves

E yes

I ves

! tUc reponea

E lto

!m

E None reponed

Er"
Ev*
Ev*

Type of auditois repon issued on mmp iance for

Major Programsr E Unquallied Opinion E Oualilied Opinlon

E Adverseopinion E Discla rner opinion

Any audit lind ng disclosed thal are required lo be epo(ed
n;ccordance;h Secton 510(a) ol Circllar A 133? Ev* E m

ldenl licalion ol Malor Programs

CFDA Number Name of FederalProgram orclusler

10.558 Child and Adult Care Food Program

14.2 114255 Comrnunity Developrnent Block Grant Pmgram -Slale Program Clusl€r

14.850 Publ.cand hdian Housing

14 871 S€clion 8 - Rental Housing Cholce Vouche6

93.600; 93 709 93.708 Head $an and Eady Head Stan Prcglam Clusler

Dollar threshold used to dislifguish between
Type A and Type B Plogmms

Audilee qualilied as lowisk audilee?

s300.000

! ves

END OF SECTION

Em

ROMAN TORO & CO.. CSP CeiiJied Public Acconatants and Business ConsuLants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANOE
SCHEDULE OF Fll{DINGSAt{D QUESTTONED COSTS, Continued
FOR THE YEAR ENOED JUNE 30, 201,I

SECTION II- FINANCIAL STATEHENT FINDINGS

2011-tt.1

Type 0f finding: Financial stalement.
Situation: i,,lalerial Weakness in financial reporU ng; compliance wilh localregulations.
Prior-Yea(s) Audit Finding(s): 2009-tt-1 , 201 0- -1

Questioned Cosls: None

Condition:
The lvunicipality did not account for cerlain capital assels, and the impact of slch omission was sufricient as 10 cause the
financial slatements as a whole to be in discordance with generally accepled accounting principles (GASB 34), for which
an adverse auditols opinion was issued.

Conte*
During our review the l\y'unicipality's accounting records over ils capilal assets, we found lhat the l!4unicipality had not
accounled for cerlain general infrastructure assets nor the respeclive depreciation expense on liose $hich existed before
lhe implemenlation of the Govemmenlal Accounting standards Board s statement No. 34, which required the accounting
for alltypes ofcapilalassets for rcporling in each govemment's financiat statemenls.

Citetia:
GASB 34 requires that general infrastructurc assets be capitalized and deprecialed, which would increase lhe assets, net
assels, and expenses of lhe governmental aclivilies. Additionally, lhe [.4unicipality musl mainlain accurate and complele
records ol its property, as rcquired under Chapler Vll of the l\ilunicipal Admin islralion Regulalory l\,lanualofthe Puerto Rico
Commissionels Ofllce for l,4unicipal Afiairs (OCA[,4) Finaly, the irunicipatity must maintain adequate records and
documentation in oder to subslantiate account balances and transaclions and overall governmenlalliscal operalions for
examinalion and audit, as required by Article 8.015 of Law #81 of Augusl30, 1991 and by Law # 5 of December S, 1955.

Cause:
The i,4unicipality's stafi did nol perform lhe ac{ounting for infrastructure assels which exisled before the implementalion of
GASB 34, which allowed the relroactive estimalion of assel values and Ecording of accounling cosls for infrastructurc
assels up to June 30, 2007 in order lo presenl a complete ,nanciat position of ihe capital assets of the l!4unicipatity.

Etlect:
The l\4uniclpalily's fnancial statemenls as of June 30, 2011 !!ere not in accordance wilh generally accepled accounting
principles.

Aud ito r's Recon men dati on :
The l\4unicipalily should account for all ils infraslructure assels, in order to presenl lle most accurate linancial position in
ils ,nancial statements, in fullaccordance wlh generally accepted accounting prlnciples.

Views ot rcsponsibh offrciak and coiective actions:
The Finance Department is accounting for all the c€pilal assets. Cufiently, we are at 50% of lhe process and expecl io
linish al June 30, 2013.

Audit finding slatus
Unresolved.
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COMIiIOI{WEALTH OF PUERTO RICO
iIUNICIPALITY OF SABANA GRANOE
SCHEDULE OF FINDINGSAND QUESTIONED COSTS. Continued
FOR THE YEAR ENOEO JUNE 30, 2O1 I

SECTIOi{ ll -FINANCIAL STATEMENT FINDINGS (conlinued)

2011. .2

Type of finding: Financial slalemenl.
Situation: MaledalWeakness in financial rcporling; compliance wilh localregulations.
PrioFYea(s) Audil Finding{s): None.

Qxeslioned Costs: None.

Condition:
The l\4unicipality's GeneralFund has lsed reslricled rcsou.ces from otherfunds in orderlo provide for its operations.

Context:
The l!,4unicipalily's General Fund used cash resources fiom lhe l/unicipalitys State Assignment Fund lor ils operations,
which has crealed, as of June 30, 2011, an outstanding liabilily totaling $391,5e,4. The Slate Assignmenl Fund consisls of
granls and contributions lrom the Stale Legislalure which are rcsldcled by Joint Resolulions of both lhe State House of
Represenlatives and Senate.

Citeda:
Local laws and regulations p.ohibit lt4unicipalilies from lhe use of rcsldcled funds lo cover lhe cosls of unaulhorized
activities. Addilionally, each Slate Assignmenl grants and contribution is individually rcshicled lo their use by the
Resolution passed by lhe Slale Legislalure, and any olher use not previously included in the Resolution requires slrict and

expressive consenl by the State Legislature, as per Chaple.lll, Section 2 of the lt4unicipal Adminislration Manual as issued

by lhe Puerlo Rico Commissione/s Oflice for Municipal Affai6.

Causs;
The ll4unicipalily's General Fund cash rcsources have been decreasing significantly over the course of several years due

lo excess expendilures over revenues. When an obligalion with the U.S. lntemal Revefiue Service was liquidated in 2007,

il used restdcled resources oflhis fund.

Etfect:
One of the l\4unicipalily's funds was left wilhoul sufiicienl resources lo comply with the aclivilies for which such

appropriations were oblained and reslricled

Au dito f s Re co n ne ndation :
The Municipality's Gene6l Fund should rcimburse all resources oblained lrom such funds as immediate as resources
become avaibbb. The i.{unicipalily should revlse ils conlrcls to assure lhat General Fund's opralions do nol infringe on

lhe resources and approprialions of other funds whose useare reslricled.

Views of rcsponshle olficials and coffective actions:
The Finance Depannenl is in the process of identifying the funds to rcimburse all lhe resources obtained from lhe
restricted funds.

Audit fnding status:
Unresolved
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COMI'iONIVEALTH OF PUERTO RICO
MUNICIPALITY OF SAEAi{A GRANDE
SCHEDULE OF FIN0INGS AND eUESitONED COSTS, Continued
FOR THE YEAR ENDED JUNE 30, 2011

SECTIOiI ll - FINANCIAL STATEITIENT Ftt{OtNcS (continued)

2011.[.3
Type of lindingr Financial stalernent.
Situation: Sign mcanl dericiency in financial rcporling; compljance with local regu lalions.
Prior-Yea(s) Audil Finding{s): None.
Qleslioned Costst None.

Conditim:
The ll,'lunicipality does not void check payments from the General Fund's main checking bank account, which have not
been cancelled and collecled bythe payees fora significant pedod of time

Context:
Ouraudil tests revealed lhal the General Fund's main checking bank account had 377 checks emitted and oulslanding bul
not yel cancelled by the payees as of June 30, 201'1 totaling 9416,334, [hich caused an overdraft of lhat account in lhe
amounl ol $276,470. Of these checks, 109 had been emitted and remained outstanding for a period mnging from
app.oxlmalely 1 to 8 years pior to June 30, 2011.

Crite a:
The lt4uijcjpality is required lo maintain adequate intemal contrcls to safeguard its mcst essentiat asset, cash. Article
6.005(c) and (0 of Law 81 of August 31, 1991, also known as lhe Autonomous Municipatities Law, slates that the
l\'lunicipality's accounting syslem should provide complele and adequate information aboul its resulls ofoperalions and its
cash flows. lt also adds in Article 8.010(c) and (d) thal inlemalcontrols should be implemenled to reduce tie likelihood of
ireg u la.ities.

Cause:
Th€ ft.Iunicipality did not complete its reconciljng procedures, which should have included reverting the checks, recording a
liabilily awaiting payee rcclamation, and cancelling lhe checks via stop payment orders to ihe ba.k in orderlo minimize the
risks of theft, loss, and fraud. Addilionally, the lt4unicipatily did not conducl proper follow-up prccedures of such payments,
inquiring the respecllve payees as to why they had yet to canceland colect their paymenls.

Efroct:
The situalions described above increase lhe risk of loss or misappropriation of cash, an essential assel to ihe
l\4unicipalitys and lhe federal program's operations.

Aud ito f s Ra co n nendetion :
The fi,lunicipality should implemenl sufiicienl inlemal controls to prcperly account for and minimize instances of check
payments wlrich have been outslanding lor a signilicanl amount of iime, prefeabty no longer than 6 months, in order lo
minimize lhe risks of misappropriation. Additionally, lhe lvunicipalily should implemenl controls consisting of contacting
payees of old outstanding checks lo assure lhal paymenls are collected and cancelled promplly

Views ol rcsponsible officials anal cofi^ctiva acthns:
The Finance Deparlmenl is in lhe process to void alllhe checks whlch exceeds 6 months lrom issuance dale. We have
instructed to the employee who prepares lhe bank reconciliations to be aware of the checks outstanding for a pedod of
time longerlhan 6 monlhs and prepare a repod lo proceed with lhe cancelalion of lhose checks

Audit finding status:
Unresolved.

ENO OF SECTION
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MUNICIPALITY OF SABANA GRAI{DE

- SCHEDULE OF FINoINGS AND QUESTIONED COSTS, Continued
FOR THE YEAR EI{DED JUNE 30, 2()II

SECTION III-FEDEML AWARD FINDINGSAND OUESTIONED COSTS

_ None

END OF SECTION
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