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INDEPENDENTAUDITOR S REPORT

To the Honorable Mayor and
Municipal Legislative Body

Municipality of Salinas
sa nas, Pueio Rico

We have audited the financialstatements ofthe governmental activities, each major funds, and the agareeate
remaininE fund informatior of the Municipality of Salinas as of and for the year ended June 30, 2011 whi€h
collectively compise the basic financial statements as listed in the table of contents. These financiat
statements are the responsibility of the Municipality's managem€nt. Ou. responsibility is to express an
opinion on these fina ncial sratements based on our audit.

Except as discussed in the following two paragraphs, we condu.ted our aLrdit in accordance with auditing

. standards Eenerally accepted in the United States of America and the standards applicable to financial audit
contained in Gover.mentai Audits standards, issued by the comptrolle. General oi th€ unit€d srates. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial natements are free of material misstatement. An audit indudes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includ€s assessing the
accounting principles used and significant enimates made by management, as well as evaluating the overatl
fin ancial statement presentation. we believe that our a udit provides a reasona ble basis for ou I opinions.

we were unable to obtair, discusion or evaluation from the Municipalityt outside legat counset of the
pendinE orthreatened litigations discussed in note 18 to financia I statements-

The Municipality did not have a complete, update and accurate accounting records of capitat assers, p ncipa y
infrastructure assets, in orderto obtain sufficient and competent evidential matter retated to thecapitatassets
reported in the accompanyin8 statement of net assets for s17,118,007, ner of accumutated depreciarion of
57 3a2,s07.

Because ofthe significance ol the matters disclss€d in the precedins parasraph, the scooe of our work was nor
sufficient to enable us to express, and we do not express, an opinion on th€ financiaistatements refer.ed ro
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\- INDEPENDENTAUDITOPS REPORT(CONTINUED):

ln addition, in our opinion, the financial statements referied to previously present fairly, in all materiat
respects, the respective financial position of the each major fund, and the agEregate remaining fund
information ofthe Municipalityof Salinas, as ofJune 30,2011, and the respective changes in financiatposition
for the year then ended in conformity with accounting principles generally accepted in rhe United States of
America.

The accompanying financial statements have been prepared assuming that the Municipality will continue as a
goin6 concern. As discussed in Note 20 to the financial statements, the M!nicipalityt significant operating
losses raise subnantialdoubt about its abilityto continue as a going concern- The financial statements do not
include any adjustments ihar might result from the outcome ofthis uncertainty.

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budeetary comparison information on pages 3 through 10 and 49 through sO be
presented to supplement th€ basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmenta I Accountin8 standards Board, who considers it to be an
essential paft of financial reporting for placing the basic financial statements in an appropriate operational,
economic, o. histori€al context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally a€cepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparinE the
information for consistencywith management?s responses to ou inquiries, the basic financialstatements, and
other knowledge we obtained durin6 our auditofthe basic financial statements. wedo not express an opinion
or provide any assurance on the information because the limited p.ocedures do not provide us with sufficient
evidenceto express an opinion or provide any ass!rance.

@+
March 5,2Ot2
Aguas guenas, Puerto Rico

License No.1339
Expire Decembe.1,2013

The stamp No. E3050 ofthe Puerto Rico Socieiy
ofCertified Public Accountants was affixed to the
original of this report-
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COMMONWEALTH OF PUERTO RICO

Mt]NICIPALITY OF SATINAS

MANACTMIITT2S O6CUSSION ANATYSIS

EoRIHE Frs€ar YEAR ENoEDJUN€ 30,2011

The management of Municipality ofSalinas, Puerto Rico (Municipatiry) offers thh narrative overview and
analysis of the financia, activities of the Municipality for rhe fiscat year ended lune 30, 2011_ The
Managementt Discussion and Analysis (MD&A) is designed io focus on the current year activities,
resulting changes and currently known facts, and much of the information is €omparabte to prior year.
Ihis MD&A should be read in conjunction with the accompanying basic financiat sratements and the
accompaaying notes to those financial statements.

The new reporting model required by GovernmentalAccounting Srandards Board Statement No. 34 was
implemented during fiscal 2002 2003. This MD&A is prepared in order to comply with such
pronouncement and, among other purposes, to provide the financial statements users with the following

. a broader basis in focusing important issues;

. acknowledCement of an overview ofthe Municipality's financialactivities:

. provide for an evaluation of its financial condition as of the end of the indicated fiscal year,
compared with prior year results;

. identilication ofuses offunds in the financing ofthe Municipalivs va riety of activities and;

. assess management's abilityto handle budgetary functions.

FINANCIAL H16HLIGHTS

The followinB are keyfinancialhighlights for the Rscalyear:

.:. The liabilities of the Municipality exceeded its assets at lune 30,2011by S6,586,178, and atJune 30,
2010 bv S4,880,s76, as restated;

':. The Municipality's total deficit increase by a negative net change of 51,705,602 du.ing fiscat year
2O1O 2ottj,

.l As of june 30, 2011, the Municipalityt governmentil funds reported combined ending deficit of
S1,023.888. an rn.rFale 5b24,694 Irom the pnor year;

.:. At June 30, 2011, the unrestricted deficit was 525,481,240. During fiscal year 2010-2011, the
Municipality issueS3,760,000 in bonds debt for operational pu.poses;

a The Municipalivs capitalassets inventory increase as a result ofthis yea,/s operations. Capitalassets
(net of a.cumulated depreciation) as ofJ!ne 30, 2011was 517,118,007j

.rr The investment in capitalassets forthis yearwas 5986,961;
{. Loans principal paym ents were S1,090,000 and 51,065,379 in 2011and 2010, respe€tivety.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Municipalityt financial
statements, The Municipality's basic financial statements comprise three components: government wide
financial statements; fund finan.ial statements; and notes to the financial statements. This report also
contains other supplementary information in addition to the basic fi nancia I statements themselves.

GOVERNMENT-WIDE EINANCIAL'ATEMEIITS

The government-wide ffnancial statements a.e designed to provide readers with a broad overview ofthe
M u nicipality's finances, in a manner similar to a private-sector business.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

MANAcEMUvt-s D6cussrcN ANALysts

FoR TrrE FrscA[ YEAR ENDEO JUNI 30, 2Ot 1

GOVERNMENT.WIDE FINANCIAL SIATEMENTS (CONTINUED)

The Statement of Net Assets presents information on ala of the Municipality's assets and tiabitities, with
the difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a uselul indicator of whether the financial position of the lv4unicipaliry is improving or
deteriorating.

The Statement of Activities presents information showing how the Municipality's net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of the related cash flows. Thut revenues and
expenses are repo(ed in this statement for some items that will result in cash flows in future fiscal

Eoth of the government wide financial statements of the Municipality are principally supported by taxes
and intergovernmental revenues. The governmental activities of the Municipality include general
government, public safety, public works, culture and recreation, health and sanitation, solid waste
disposal, human services and welfare, urban development and education. Property taxes, municipal
license ta& state and federal grants finance most ofthese activities-

FUND FINANCIAI. STATEM E NTS

A fund is a grouping of related accounts that is used to maintain control over resou.ces that have been
segregated for specific activities or objectives. The Municipalaty, like other nate and local governments,
usesfund accounting toensure and demonstrate compliance with finance-related legalrequirements.

GOVERNMENTAL FUNDS

The Municipality's basic services are reported in the government fund firlancial natements. The
gove.nment funds are reported using an ac€ounting method called modified accrual accounting, which
measures cash and all other floancial assets that can readily be converted into cash. Governmental funds
are used to account for ess€ntially the same functions reported as governmental activities in the
government wide financial statements. However, unlike the government-wide finan.ial statements,
governmentalfund financia I statem ents focus on neaFterm inflows and outflows ofspendable resources,
as well as on balances ofspendable resources available at the end ofthe fiscalyear. Such information may
be useful in evaluating a government's near-term financing requirements. Because the focus of
governmental funds is narrower than that of the government wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for
governmental activities 

'n 
the Sovernment wide financial statements. 8y doing so, readers may better

understand the long'term impact of the government's near term financing decisions.

The Municipality adopts an annual appropriated budget for its general fund. A budgetary companson
statement has been provided forthe generalfund to demonstrate compliance with this budget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide additional information that is essential to a full understanding ofthe data provided in
thegovernment wide and fund financia I statements.



COMMONWEALTH OF PUERTO RICO

MUNICIPALTTY OF SALINAS

MAiIAGEMtl{TS DBCUSSION ANATYSIs

TORTBE F6CA( YEAR ENDEDJUNE 30,2011

OTHER INFORMATION
ln addition to the basic financial statements and accompanyinB notes, this report atso presents certain
required supplementary informatioo containing budget to actual comparisons for the general and major

GOVERNMENT,WIDE FINANCIAL ANALYSIS

GOVERNMENTAI. NET ASSET5

As noted earlier, net assets may serve over time as a useful indicator of a governmenr's flnancial position.
ln the case of the Municipality, liabilities exceeded assets by 56,586,178 as of June 30, 2011 versus

54,880,576 as ofJune 30, 2010. Our analysis below focuses on the net assets (Table 1) and changes in net
assets of the Municipalityrs sovernmental activities.

Ie!!e-1
Statem€nt of Net Ass€ts

Curr€nt and non current assets 5 4,117,267 5 4,139,252
Capitalassets 17.118.007 16.795,64a

Current liabilities
Lons term liabilities

Total Liabilities

2129525a 20,9349@

7,184,089 7,365,929
20.697.357 \8.449.547

21, 1145 25,8]5.!15

41L 2!19

t_L0rE6J11!) tl4@t74)

lnvestment in capitalassets, net of
related debt 14,768,007 14,030,648
Restricted 4,127,055 3,906,700
Deficit 125.4A7.240) 122,A0,924)

The Municipality's net deficit contains a portion rhat it is invened in capital assets (e.g. land, buildings,
machinery and equipment), less any related debt used to acquire those assets still outstanding. These
capital assets are used to provide setuices to citizens; consequently these assets are not available for
future spending. lt should also be noted that the resources required to repay the related debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities. An additional portion of the Municipality's net assets represents resources that are subject to
external restrictions on howthey may be used.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SATINAS

MANAGEM ENTJS DlscUSSION AiIATYSIS

FoRTHT F6caLYEAR EIDIDluirr 30, 2011

GOVERNMENTAL ACTIVIIIES

Governmental activities decreased the Municipality's detirit. Key elements of this increase are as fotlows:
the Municipality's governmental activities had net €xpenses of515,161,971. However, these servi€es are
intended to be primarily funded by taxes, as opposed to.harges for services and grants, and those taxes
and other gen eral revenues exceed netexpenses by S(1,705,602).

The cost of all gove rnmenta I activities thh yearwas S17,857,244. Table 2 presents the cost of each of the
Municipality's largest programs.

roblc2
Stat€ment of A.tivitie.

Grants and contributions

Generalrevenues:
Property taxes
Volume of business taxes

lntereovernmental

Licenses and permits
Miscellaneous
Chargesfor setuices

Totalrevenues

Gene ra I govern ment

Culture and recreation
Human serui.es and wellare
Urban development

lnterest on long term debts

Totalexpenses

Changes in net assets

Netassets beginnin& as restated

Net assets-ending

GOVERNMEI{T TUND FINANCIAL ANALYSIS

20!!

s 2,695,273

3,225,309
2,255,54r
\,249,264
5,374,773

s3,860
564,224
689,394

5,363,984
L,397,776
5,745,775
1,339,956

2,503,642
915,139
757,826
440,446

77,857,244

11,705,602\
14.880,576)

s l5rE6U8)

29!q

s 4,s31,907

3,414,798

\14s,147
1,40a,918

5,267,491
84,346

1,626,334
305,962
54,642

_-tztt83.950

6,249,s20
7,492,921
4.44o,757
7,250,472

2,497,274
55q354
219,795
241.495

L7,776,728

707,222
15.587.798)

s l4i80t?61

As noted earlier, the Municipality uses fund accounting to
f inance-related legal requirements.

ensure 3nd demonstrate compliance with
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS
MAiIAGEMEM/S DIS(USsION ANATYSIS

FoRTHE Frscal YEAi ENDEDTTTNE 30,2011

GOVERNI/lENT FUND FINANCIALANALYSIS(CONTINUED)

le!!e..:l
BalanceSheet

Total assett - Major Funds
Iotal assets - Oth€r Funds

Combinedtotalassets

Total liabilities - Major Funds

Total lla bilities - other Funds

combined rotal liabilities

Combined total fund balances

Iotal liabiliti6 and fund balan.e.

Ie!lc.4
Chanses in Fund Balances

Tota!rcvenues - Major Funds
Total revenues - Other Fu.ds

Combinedtotal reven!es

Total expenditures Major Funds
Total expenditurcs Other tunds

Combined total expenditures

other f inancing sources (user:
Proceed from issuance oI bonds

Combined other linanclng sources

Net changes infund balance

Fund Balance - beginnin& as restated

Fund salanc. -edins

?011

5 4,7s0,388
1.307.674

6.054.066

8,598,331
383.623

9,081.954

4,769,O79

17.192.9011

13.023.888)

s 5,058^006

4!

s14,134,283
2.180.695

16.374.978

16,686,609

2,763,675

_-1eL592!4

3,760,000
294,420

1294.4201

3.760.000

624,694

(3.023.888)

sl3Jzl,888)

zo.ts

s 5,295,213

6.192.356

9,334,516

___l!2422
9.840.938

4,941.555
(8.590.137)

(3.64A.5a2)

s-6J92r50

?!.10

s16,069,733
1.631.821

17,103.544

ta,a47,644
1,602.846

2,670,000
272,420
1212.4201

2.67A.AOO

7)3,704

14.737.646)

1 13,648182)
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SATINAS

MaNAGEMENT's DtscusstoN Ailatysts
FoR TH€ trs(AlYEAR ENDTDJUNT 30,2011

6OVERNMENTAL FUNDS

The focus of the Municipalivs governmental funds is to provide information on nea.term inflows,
outflows, and balances ofspendable resources. Such information is useful in assessing the Muricipality's
financing requirements. ln particular, unreserved fund balance may serve as a useful measure of a

government's net resources available for spendlng at the end of its fiscal year. At lune 30, 2011, the
Municipality's sovernmental funds reported combined endins deficit of 5(3,023,888), an decrease of
5624,694 from the prior year.

The Municipality has an unassi8ned deficit of 57,192,907 in its General Fund. The remainder of the
balance is reserved to indicate that it is not available fo. new spending because it has akeady been
restricted; (a)to pay debtservice 51,521,498 and (b)for other restricted purposes S2,647,s21.

BUDGETARY HIGHTIGHTS

Budget and actual comparison schedules are provided in the Basic Financial Statements for the ceneral
Fund. The Budgetary Comparison Schedule of the General Fund shows the original adopt€d budgets, the
final revised budget, actual results, and variance between the final budget and actual results for the
general and major specialrevenue funds.

After the original budget h approved, it may be revised for a variety of reasons such as unforeseen
circumstances and other unanticipated revenues. Differen€es between the original 2011 budget and the
finalamended budget for the General Fund were relatively minor and can be summarized asfollowsl

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

CAPITAL ASSETS AND DEBT AOMINISTRATION

The Municipality's investment in capital assets for its governmental type activities as of.lune 30, 2011
amounted to 517,118,007 (net of accumulated depreciation). This investment in capital assets includes
land, buildings, improvements, machinery and equipment, parks, roads, highways, and bridg€s. Ihe total
increase in the Municipality's investment in capital assets for the current fiscal year was 5986,96r.
Additions durins the fiscalyear was principally for building construction, purchase of new vehi€les and

machinery and equipment, necessary to provides services to our citizens. Table 5 present the major
classes of capital assets.

Ieb!e-5
CapitalAss€ts

Construction in progress

Land
Buildings

Machinery ind equipment

A!!9!!!
5 7,473,422

5,893,658
5,576,644
3,954,530

69,636
150.117

sl?Jr&qz
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPALITY OF SALINAS

MANAGEM ElvlJS D6CUSSION ANATY56

FoRTHT FEcaLYEAR ENDEDlur,rE 30, 2011

LON6-TERM DEBT

At iune 30, 2011 the Municipality had total of S20,697,357 in general obligations and others outstanding
debts, as shown inTable 5. Ofthis amount, 512,833,750 comprises debt backed bythe fullfaith and credit
of the governmentand S7,863,607 is other obligations.

Ieblc-E
Lone Term D€bts

Generalobligations
Others

Totaltong Term Debts

Amount

s 12,833,7s0
7.863.607

5-20,69?t

The Muni€ipality is required to limit the amount ofgeneral obligation debt to 10% of the total assessment
of property located withan the Municipality in o.der for the bonds to be repaid with the proceeds of
property taxes restricted for debt services. Other obligations include accrued vacation and sick leave and
advances of property taxes. More detailed information about the Municipality's longlerm liabilities is
presented in the notes to the financial statements. The Municipality continues to meet its financial needs
through prudent use ofits revenues and creative debt financing programs.

€CONOMIC FACIORS AND NEXT YEAR 5 BUDGETS AND RATES

Local, national and international economic factors influence the Municipality's revenues. Positive
economic growth is correlated with increased revenues from property taxet volume of business taxes,
sales tax€s, charges for services, as well as state and federal grants. Economic growth in the local
economy may be measured by a variety of indicators such as employment growth, unemployment, new
connn ction, assessed valuation, and otherrevenues.

All of these factors were considered in preparing the Municipality's budget for the 2011 fiscal year. Som€
cost reductions helped fund improvements of €xisting facilitiet public safety and wo.ks, economic
development initiatives and human service improvements.

REQUESTS FOR INIORMATION

This financial report is designed to provide a general overview of the Municipality's finances for all those
with an interest in the government/s fimnces. auestions con.erning any of the information provided in
this report or requests for additional information contact the Municipality's Finance Department at (787)

824-3060.
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COMMONWIAITH OT PUERTO RICO

MUNICIPAI.ITY OF SALINAS

STATIMEirT OF NErAssErs

IOR THT FI5CALYTAR END€DJUNE 30,2011

ASSETS:

Cash and hveslme.ts. .. ............. ... $

C.sh n.tr Fi-dlAge-r ..

Propeay Tdles
SalesTaxes ...........
'ede d Crnh ..

Slate Governmeni

605,343

3,171,1U

x2,977
101,211
-t1149

88,594

100,497

4,177,261

Capital Assets (Noc 8)l
Land and Consbuclion n Prog

Ot'er Capilal Ass6ts, (Nel oI Deprc.iation)....... .... ........ ... -..
Iotal Capital Asseis.

Tot l A3sets........................

LlABILITIES:

Br, k OvcrdrdF
Accounls Payableand Acffued Expense.. .. ..

Bords PdyaDle

Ac, .ued lnleresls

DLF ! Covemnenlal acrivilies

Cldms E JudgrFnls..
Deie,?d Reven-e
Long Iem Llabllities (Nole 10)

24.500,514
(7,382,507)

17,118,007

21,295,268

2$,542
3,895,352

875,000

2M,t$a
578,891

46,048
'1,290,424

1,417 234
19,280,121

Due wilhin One Year

Due in lioe than One Year....

Toral l|abiurier...................

IiIEI ASSETS

lnvested in CapitalAssets, Netof Related 0eb1.................... 14,768,007

27,881,446

Debl S€rvice F!nd
Od'e, Purposes.

1,521,498

2,605,557
unresrr cred (Defr.it). (25,481,240)

IotarNetA3sers (Deficit)..... $ (6,586,178)

Se ecompanying notes to basic linancial statements.
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COMMONWEALTH OF PiJERTO RICO

MUNICIPAI.ITY Of SALINAS

STATEMENT Of RIVENUt' EXPENDruRE' AND CHA GEs

IiI FUI{D B^tA CE-GOVTRNMENTATFU Os

FOR THE FIS.atYMR EIDEoJUNE 30,2011

Prog6m Revenues

Funclions/Progaams Expenses

operaling Capital

ChaBes Gnnts and Grants and €t (Exp€nse)

For& ices Contdhdions Conlributions Revenue

Govemfi enbl Activilies:

General Covemmenl

Public Safety.. ......

PublicWorks.......

Cullure and RecGalion.. ........ ..........

Human Senrices and Weltarc.... ... ..

Udan Develofinenl. ...... ..... .... .....

Educalion ... .. .

lnleresl on Lolg Term Debl.... ..... . ...

Td,l Govemme alAoliyilies.........

$ (5 363 984)

(1397116)

(5745,115)

(1 339 956)

(2 503 642)

(915,139)

(5r,826)

(440,466)

-!.ll|!44).

n,ita
,3,10

924 369

151,801

(5,363 984)

(1,303,776)

(5,673 037)

(1,339,956)

11.579,273)

538 546

(25)

(440 466)

1 453,685

l__ ?rql L]lEr!!r l___!M!1 115,16r,e71)

Gen€ral Revenues:

Taxe:

Propsty Tares.....

Prcpoty Tares, hrial fo Debt Services

SalesTar€s. ..................
Sale6Tar€6, levied fu DebtSewi@6.......................... ....
MLrnopd Lhense Taxes.

Licenses. Pemils and Olter Local Taxes...... .. ... . ... . . . .. .....

lnteqovemmefl taj....................

Rent........... ................

Mbcellaneous........-...............

1,993,880

1,231,429

810,358

478,910

2,255,91

564,224

5,378,773

53,860

m9,394

Tota GeneraiRevenues. 13,456,369

CHANGE IN NET ASSETS (1,705,602)

(4 880,576)Ner fuseLs . EEhring o'vear..

I{ET ASSETS . END OF YEAR,, $ 16,586,178)

See accompanying noles lo basic financia stalemenb.
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COMMONWTALTH OF PUERTO RICO

MUNICIPATITY OF SAIINAS
srArEMEi[ or RTENuE] ExpENDnuREs, aND cHAr{6rs

I FUND AauNcE-GovERNMENTAT FuirDs

FOR THE FISCAT YEAR E OTDJUI{E30,2011

Genelrl

Fund

St l€

Assignmanl

Fund

Tohl

Funds

Debl O$er

Seflhe Govermenkl

Fund funds

ASSETS:

Ca6hadlnv€sbnab,...,........................................... S

Cash dh tiscal &st..................
Receil/abksi

PropedyTaxes.

Sa es Tar

41,964

17,060

11,132

2,589,284

15,917

36,005

,9 566 $ 325,777 $ 605,313

s39J36 3,171,184

- n,977

- 101,211

71,419 71,W

80,ss1 88,594

215,M2 1,8m,805

36,880 1m,497

FederalGranh

State C,ovemment

Due from ohertunds. 206,167

63,617

TotalAsets.. ............ ... .................................... $ 3s,s40 $ 1,7m,152 I 2,611106

1.429 596

0lhels

LIABILITIES AilD FU D P,AIA CES:

Lhbililies:

BanlowrdEfl................. .... ........ ... ....... I
Acmunts Payai e I AcfiEd Lpense Llabilites .. ... ... .

I 1,307,678 $ 6,058,066

$ 253 582

81,798 3 895 352

875 0m

244.tU

- 18891

m6,16/ 1880305

- 46,043Ckims & Judgmenb .. ... .. ... ... .. . . .. . .. ... .. .

Volune of &sinals Tax

FederalGranls.

27 660

BondsPayable.....

253,582 I
3,702,001

570.891

1,674,638

16 043

1,191,11t

17,m0

875.000

244.788

Due lo Govemmmlal Units..

Due to 0lher Funds

92.658

1 1S7i70

17,060

92,658

Tok Liab fes. 7 550.883 27 660 1.119788 383.623 9.081954

924,055 4169019

ll assigned.. .. .. ... .. ... .......... .. .. ...... .. . .. .. . (7.192,904 0192,904

TolalFund Balances. ... .. .. .. .. (7.150,943) 1,681,502 1,521,498 924,055 (3,023,ME

ToTALUTBltlTIESailoFUriD 8A14xcEs.................1__lSgL l__1r0r4r l4!,a!_ L-11r,6?8 l_j!!,056

See acmmpanying noles b basb fnancial shterents
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COMMONWEALTH OF PUERTO RICO

MU ICIPALITY OF SALINAS

STATEMENT Of R€VA JES, EXPTNDMJN$, ANO CHAITGES

II{ FUI{D BATANCE . GOVERNMETTAL FUNDS

FOR THE FIS(A YaR ENDTo,UNE 30, 2011

Gen€rat

lund

s.tale Debt 0lhet

Tolal

Fedecl Assishnc6 .

REVEI{UES

PoredyTaxes .. . $ 2.157216 $

VolurEolBusin€sslaxes......... .. 2.255541

SalesIare6.............. 810358

Chalges lor Seruic€€ 72An

lnleeovemnEnlal.......... .. .. 5,378,773

Licen6€s and Pemrils . fi4.224

Renl .... .-....----... 53,860

Miscelhneous. . ... . . . . . . . . . . . ..... . . . . . ...... 689.394

EXPEIIDITURES

$ 1,n1,4n

478.S10

3,388 M5

2,255541

1,289 268

72078

1,625,258

6,3/6710

554224

53,860

689,394

16252fi
555,437*ry

1r981,44,r 442 m0 1,710339 2,180 695 16,314,978

",:*

852.585

1704,8m

151,826

5,413355

1,436,434

fi61,n8
1,2141U

2,503,514

1,778,65/

151,826

1,090,m0

440,466

73 758

1,090.000

440,466

Tolal apenditure.. .

Erc€ss (del ciencl) or revenues over {und€r)

oTHER fl ANCNG SOURCES (USES)

15082385 73 758 1,530,466

179,873

m5,989

2763,675 19450284

Proce€d Fronr lssuance ol Bonds

(3,1m941)

3.760m0

1294 420)

368 t42 (582,980)

n,431

(3135,306)

3 /60,000

x4,4n
{294,4m)Transfers tul.

Tolalolher Financ ng So,rrces aM (Us$) 3,465 580 265,!89 28 431 3760.000

Net Change in Fund 8alame6. . . . 341,639 368.t42 445,862 (554 549) 624,694

1,075,636Fund Eaance-BeS nning as R€shted (Nole12).. ... (7,515,582) 1,312,760

ru[DBAr.a[cE9 EN[)$|G........, , -- -l_g,!!!q l]:El,sr

S€e acmmpanying not€s to b6sic hnancial slrtsnenls.

1,178 m4 (3,618,584

l]rg]:sl _t __ rrlq _!__11!&8881
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPAI.ITY OF SATINAS

RECONCITIATION OF TTIE STATEMCNT OF REVENUES, EXPENOIIURES, AI{DCHAI{GtS

IN FUND BALANCEOF GOVERXMEiITAL IUIIDS TOTHE STATEMENT OFACTUTAES

FORTHE F6CAI YEAR ENDEo,u[E 30,2011

Total tund salances - covernmental Funds...........

Amounts reported for Gove rnm€ntal Activities in the Statement of Net Assets are differeni because:

CapitalAssets used in eovernmentalactivities are n ot fina ncial resources and therefore are

not reported in the funds.ln the current period, these amounts are:

Municipal Revenue Collection Center...........-..-.-...-........-............

Some liabilities are not dueand payable in the current period and therefore are not reported
in the funds. Thos€ liabilities consist of:

s (3,023,888)

CapitalAssets.......-..-.....-.. ................... 524,500,514
Accumulated D€preciation ................. 173a2.507)

TotalcapitalAssets.......... 17,1t8,fi1

Some ofthe Municipality's revenues will be collected afteryear end, but are not available

soon enough to pay forthe current period's expenditures and therefore, are deferred in

l7,060

General Bonds and Notes Payable ............-.............-.................... 12,833,750

Compensated Absences.... 1,160,077

Property Tax Debt - Law 42 .-- ------ ------.-------- -----. --------. --............... . 997 ,29o
Property Tax Debt - Law 146....-........-........... 2ot,946
LIMS Repayment P|an....... 22,O4O

claims &Judgments..-...... 1,408,662

Landfill closure and Post Closures Costs.-.......-..-.................-..-.... 4.073.592

TotalLong-Term Liabilities (20,697,357)

Total Net Assets of Governmental Activities ........... ... $l6l86,1zE)

See accompanying Notes to Basic FinancialStatements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF SALINAS

STATEMTMTOF REVENU!S, EXPEI{DlrURES, AI{D CHANGEs

II{ FIJND BATAI{CE ' GOVERNMEI{]AL FUNOS

FORTHE FISCALYEAR ENOEO JUNE3OI 2011

Net Chan8€ in Fund Balan.es - Total Gov€rnm€ntal tu nds

See accompanying Notes to Basic FinancialStatements.

Decrease in Compensated Absences...-..-............-........................ 83,843

DecreaseinPropertyTaxDebt-1aw42...................................... 21,142

Decrease in PropertyTax Debt Law 146.....-................-..-..-....... 9,617

Decrease in LIMS Repayment P|an..........-..-....-..-........-................ 42,190
Dec.ease in Property Tax Ad

TotalAdditional Expenditu 180.681

chanse in Net Assets of covernmenral Activities (Pase u) -.............................. SlrZG,602l

s 624,694

Amounts reported for G overnmental Activities in the Statement ofActivities
are different becausel

Govern mental funds repon capitaloutlays as expenditures. However, in the Statement of
Activities the cost ofthose assets is allocated over their estimated useful lives and reported
as depreciation expense.ln the current period, these amounts are:

Urban Development and Capital Out1ay.................................-..... 5 986,961
Depreciation Expense....... .-..-..-..-.-...-.. (664.602)

Excess ofcapital Outlay over Depre.iation Expense ..-................. 322,359

Revenues in the statem ent of a.tivities that not provide current financialresources are

not reported as revenue in the funds.......-..-.............. 17,060

Revenues in the statem ent of reven ues that correspond to prior yea. resources are recorded

as revenues in the statement of activities .......-.-..-..- ,,. (180,396)

Debt proceeds provide current financial resou rces to gove.nmental funds, but issuing debt
increases long term liabilities in the Statement of NetAssets.ln the €urrent period,

these amounts are:

Generalobligation bond.. (3,760,000)

Repayment ofdebt proceeds principal is expenditu re in the governmentalfunds, but the repayment
reduces Long-Term Liabilities in the Statement ofNetAssets. ln the current yearthe
repayments were-..-......... .. 1,090,000

Some expenses reported in the Statement ofActivitiesdo not require the use of current
financial resources and therefore are not reported as expenditures in governm ental funds.

These activities consist of:
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY Of sALINAS

NorEs To TH€ gasrc FrNANcr,aL SrarEMENrs (CoinrNUED)

FORTHE IIsCALYIAR ENDED JUNE 30, 2011

NOTE 1-sUMMARY Of SIGNIFICANT ACCOUNTING POI.ICIES

The Municipality of salinat Puerto Rico (Municipality) is a local governmental with full legislative, fiscal

and administrative power to operate as a governmental under Law No. 81 of August 30, 1991, as

amended, known as the A utononous Municipolin/ Act ofthe Conmonweolthol Puerto Rico (Lsw No.81).

The Municipality's governmental system consists of executive and legislative branches. The Constitution
ofthe Commonwealth of Puerto Rico (the "Commonwealth") provides for the separation of powers of the
executive, legislative and judicial branches. A Mayor, elected every four years bY the citizens, exercises

the executive power of the Municipality. The leg;slative power h exercised bY the Municipal Legislature,

which is also elected every four years. The GeneralJustice Court system ofthe Commonwealth, which has
jurisdiction overthe Municipality, exercises the judiciary power-

The Municipality assumes responsibility for providing services to its citizens related to public housing,

welfare, public safety, health, sanitation, education, culture, recreation, urban and economic

devetopment, and manvothereeneral and administrativeduties.

The accounting policies of the Municipaliw conform to accounting principles generally accepted in the
united States of America as applicable to governmental units. The following is a summary of the more
significant policies.

The arcompanying basic financial statements of the Municipality have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as prescribed by the
Governmental Accounting Standards Board (GASB). The GASB is the standard-setting body for
governmental accounting and financial reporting. The GASB periodically updat€s its codification of the
existing Governmental Accounting and Financial Reporting Standards which, along with subsequent GASB

p ronounceme nts {Statem ents a nd lnterpretations} constitutes GAAP for governme ntal u nits.

ln.lune 1999, GASB issued Statement No.34, Eosic F/r,onciolStotements -ond Monogement's Discussion

ond Anolysis fot Stote ond Locol Governnents IGASB No. 34)- This statement established new financial

reportins r€quirements for state and local Covernments. On luly 1,2002, the Municipality adopted the
provisions ofGASB No.34 as wellas other statements referred to below.

The accompanying basic financial statements present the financial position and the results of operations

of the Municipality and its various funds and fund types. The basic financial statements are presented as

oflune 30, 2011, and for the fiscalyear then ended. The more siSnificant ofthese a.counting policies are

desc.ibed below and, where appropriate, subsequent pronouncements will be referenced.

according to the new financial reporting model established by GASB No- 34, the minimum required
financialstatement presentation applicable to the Municipali\ is composed ofthe following elements:11)

government-wide financial statements {GWFS), (2) governmental fund financial statements (GFFS), (3)

notes to basic financlal natements, and (4) required supplementary infolmation (RSl).

The requi.ed supplementary information, which consists of a management discussion and analysis
(MD&A), is information presented along with, but separate f.om, the Municipalityt basic financial

statements. The MO&A is a narrative report that introduces the accompanying basic financial statements
and provides an analytical overview of the Municipality's financial activities for the year ended June 30,

2011, based on the M!nicipality's knowledse ofthe transactions, events and conditions reflected in the

'l,t



COMMONWEAI.TH Of PUERTO RICO

MUNICIPAI.ITY OF SALINAS

NorEs To TfiE Basrc FTNANcTaTSTATEMENIs (CoMrNUEo)

FoRfH€ FrscAtYEAc ENDED JUN[ 30, 2011

NOTE 1- SUMMARY Or S|GNTFTCANTACCOUNTTNG POLTCTES ICONINUED)

basic financial statements. The MD&A also highlights ceatain key fiscal policies that control the
Municipality's operations.

As previously mentioned, on luly 1, 2002, other statements and interpretations were also adopted in
conjunction and simultaneously with GASB No. 34. Those natemenc and interpretations are: (1) GASB

Statement No. 33 - Accounting ond Finonciol Repotting for Nonex.hange Ttonsoctions, 12) GASB

Statement No. 37 Bosic Finonciol Stotements ond Monogement's Discussion and Anolysis - for Stote
ond Locol Govenments: Omnibus, (31 GA58 Statement No. 38 - Certam Financiol Stotenent Note
D/sr/osurei and (4) GASB lnterpretation No. 6 Recognition ond Meo rement of Ce oin Liobilities and
Expenditures in Governmentol Fund Finonciol Stotements -

GASB No. 34 also required that the accounting for all governmental activities .eported in the GWFS be
based on applicable pronouncements issued by the Financial Accounting Standards Eoard (FASB) and its
predecessor bodies, such as the Accountins Principles Soard (APB), issued on or before November 30,

1989, provided those pronouncements do not conflict with or contradict GASB pronouncements.
Accordingly, in conjun€tion and simultaneously with the adoption of GASB No. 34, the Municipality ako
adopted the followinB pronouncements: (1) APB Opinion No. 20 Ac.our.irg cnrrqet (2) APB opinion
No. 21 lntetest on Receivobles ond Poyobles,13) FASB Statement No. 5 - A.counting lor Conttngenctes

and (4) FASB Statement No. 16 - Prior Period Adjustme,ti. The Municipality has elected to not apply all

statements and interpretatiors issued by FASB after November 30,1989.

A. Financial Reponing Entity

The accompanying basic finan€ial statements include all departments and organizations units whose

fUnds are under the custody and control ofthe Municipality. ln evaluating the Municipality as a reporting
entity, management has addressed all the potential component units- The decision to include a potential
component unit in the reportinS entity was made by applyingthe provisions ofGASBS No. 14.

The basic criteria for including a potential component unit within the reporting entity is if potential

component units are financially accountable and other orga nizations for which the nature and siSnificance

of their relationship with the entity are such that exclusion would cause ihe MunicipalitY's financial

statements to be misleading or incomplete. The GASS has set forth criterla to be considered in

determining financial accoirntability. These criteria include appointing a voting majority of an

organization's governing body and (1) abilitY of the MunicipalitY to impose its will on that organization or
(2) the potential for the orsanization to provide specific financial benefits to, or impose specific financial
burdens on the Municipality.

The relative importance of each criterion must be evaluated in light of specific circumstances in order to
determine which components units ar€ to be included as part of the r€poding entity. The specific

evaluations of the criteria applicabletothe tvlunicipality indicate that none organizations meetthe criteria
to be included as component units. Accordingly, these basic financial statements present onlY the
Municipality as the reporting entity.

These financial statements present the respective financial position of the governmental activities, each

major fund, and the aggregate remaining fund information of the Municipality, as of lune 30, 2011, and

the respective chanSes in financial position, where applicable, thereoffor the fiscalyearthen ended.

18



COMMONWEAI.TH OF PUERTO RICO

MUNICIPAI.ITY OT SALINAS

NoTEs To THE Basrc Frlll^Ncr L STATEMEMTS (Cor{nNurD)

FOft TI{E FISCAL YEAR EI{DEDJUNE 30,2011

NOTE 1-SUMMARY Ot StGNtF|CANT ACCOUNnNG pOLrCrEs (CONrlNUED)

B. Measur€ment Focus and Basis ofAccounting

Government-Wid€ Financial Stat€ments

The government wide financial statements (the Statement of Net Assets and the Statement of Activities)
are reported using the economic resources measurement focLrs and the accrualbasis of accounting.

Revenue is recorded when earned and expenses
thetimins ofrelated cash flows- Grant and similar
requirements have been met.

Governmental Fund tinancial Statements

The governmental fund financial statements are reported using the current financial resources
measutement focus and the modified accrual basis of accounting. Revenues are recorded when
susceptible to accrual; as soon as it is both measurable and available. "Available" means collectible within
the current period or soon enough thereafter, normally within sixty {60) days, to be used to pay liabilities
ofthe current period. Expenditures are generally recognized when the related liability is incurred.

are recorded when a liability is incurred, resardless of
items are recognized as revenue as soon as alleligibility

The exception to this general rule is the principal and interest on general obligation long tem debt and
compensated absences, ifany, are recognized when due.

Expenditures are generally recorded when a liability is incurred, as under accrual accounting.
Modiflcations to the accrualbasis of accounting include the followinS:

ln applying the "susceptible to accroal" concept to intergovernmental revenues (federal grantt pursuant
to GASBS N o. 33, ,4ccourtl, g ond Finonciol Repotting t'or Nonexchonge TrcnsoctiorJ (the Municipal;ty may

act as either provider or recipient), the provider should recognize liabilities and expenses and the
recipient should recosnize receivables and revenue when the appli€able elisibility requirements including
time requirements, are met. Resources transmitted before the eligibility requirements are met should,
under most circumstances, be repo.ted as advances by the provider and deferred revenue by the

There are essentially two types of revenue. For some grants, funds mun be expended by the Municipality
on the specific purpose or project before any amounts will be reimbursed. Revenue is, therefore,
recognized as expenditures are incurred to the extent 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 the time of receipt or earlier if the susceptible
to accrual criteria is met-

.:.

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 govern ment-wide fjnancialstaiements.
tandfill closure and post closure costs are recorded as expenditure during the estimated life of the
landfill. The amount of these costs during fiscal year 2010-2011 has been reported only in the
government-wide fi nancial statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIIY OF SALINAS

Norrs To THE Blsr FrNANcraL STATEMENTS (CoMfl NUrDl

FoR THE FISGALYEAR ENDEoJUNE 30,2011

NOTE 1 -SUMMARYOF S|GNTFTCANf ACCOUNING POL|C|ES (CONINUED)

, Claims and judsments are recorded as expenditure when incurred. The amount of claims and
judgments unpaid at June 30, 2011, has been reported only in the government'wide financial

C. FinancialStatementPresentation

The basic financial statements include both sovernment wide (based on the Municipality as a whole) and

fund financial statements. While the previous financial reportins model emphasized fund types (the total
of all funds of a particular type), in the new financial model the focus is on either the Municipality as a

whole, or major individual tunds (within the basic flnancial statements). Both the sovernment wide and
fund financial statements {within the basic financial statements) categorize primary activities as either
governmental or business type.

Gov€rnment-wide tinancial Statements

The government-wide financial statements (the Statement of Net Assets and the Statement of Activitie,
report information of all the activities of the Municipality. For most part, the effect of interfund activity
has been removed from these government wide financial statements- Governmental activities, which
normally are supported bytaxes and intergovernmentalrevenues, are repo(ed separately from business-

type activitaes, which relyto a significant extenton fees and €harges for su pport.

The fo€us of the Statement of Net Assets is designed to be similar to bottom line results for the
Municipality and its governmental activities. This statement combines and consolidates governmental
fund's current financial resources (shortlerm expendable resources) with capital assets and long term
obliBations.

The Statement of Net Assets presents the reporting entities' assec and liabilities, with the difference
reported as net assets. Net assets are repo(ed in three categories:

*

.l

lnvested in capitalAssets. Net of Related Debt -These consists ofcapitalassec, net of accumulated

depreciation and amortization, and reduced by outstanding balances for bonds, notes, and other debt
that are attributed to the acquisition, construction, or improvement ofthose assets.

BeS44.CC_IrU$e!: - These results when constraints are placed on net assets use, which can be

either externally imposed by creditors, grantors, contributors, and the like, or imposed by law through
constitutional provisions or enabling legislation.

Unrestricted Net Assets - These conshts of net assets which do not meet the definition of the two
precedinS cateSories. unreskicted net assets often are designated, to indicate that management does

not consider them to be available for genera, operations. Unrestricted net assets often have

constraints on resour€esthat are imposed by management, but can be removed or modified.

when both restricted and unrestricted resources are available for use, gene.ally it is the Municipalityt
policyto use restricted resources first, then the unrestricted resources as theyare needed-

2A



NOTE 1- SUMMARY Of StGNtFtCAt{TACCOUNIING POL|CIES (CONTTNUED)

C. FinancialStatem€ntPresentation (Continu€dl

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

statement redLrces gross expenses (including depreciation) by related program revenues, operating and

capital grants- This is intended to summarize and simplify the user's analysis of €ost of various

Sovernmental services.

Governmental fund Financial Statements

The fund financial statements {the Balance Sheet and the Slatement of Revenues, Expenditures, and

Changes in fund Balances) are, in substance, very similar to the financial statements presented in the
previous financlal reporting model. Emphasis here is on the major funds in the governmental category.
Non-major funds are summari2ed into a single €olumn.

D. FinancialReportingPres€ntation

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

separate accounting entity. The operations of each fund are accounted for with a separate set of self

balancing accounts that comprise its assets, liabilities, fund equity, revenues, and e)(penditures. Fund

typesare asfollows:

COMMONWEALTH Of PUERTO RICO

MUNICIPAI.ITY OF SATINAS

NoTEs To THE BA9C TI ANCIAL STAT€M€I{6 (Cor{nNUEo)

FORTHE FISCALYEAR ENOEDIUNT30, 20I1

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

5ped.a!-89!eluC- This is the fund used to account for revenues derived from lo.al funds,

state grants or other restricied revenue sources. The uses and limitations of each special revenue

fund are specified by Municipality 's ordinances or state statutes.

DebtSedice Fund This is the fund used to account for ihe accumulation ofresourcesforand the
payment of, generallong term debt principal, interest, and related costs.

a Nonsoendable Amounts that cannot be spent because they a.e: a) not in spendable form or b)

legally or contractually requked to be maintained intact. Due to the nature or form of the resources,

they generallycannot be expected to be converted into cash or a spendable form.

Capital Proiects Fund This is the fund used to account for financial resources used for the
acquisition or construction of major capital facilities. The uses and limitations of each capital
projectsfund are specified by Municipality's ordinances or state statutes.

E. FUNO BALANCES

ln the current year, the Municipality adopted the provisions of GASB Statement No. 54, Fund Bolor.e
Reporting ond Governmentol Fund Type Definitions {GASB 54). The fund balances are report€d in five
catesories: 1) Nonspendable,2) Restricted, 3) Com mitted, 4) Assigned and s) Unassigned.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SATINAS
NoTEs To THE Basrc FtNANctaLSTATIMrins (CoNTtNUED)

FoR THE FISCAT YEAR ENDEoJUNE 30,2O1I

NOTE 1 -SUMMARY OFSTGNTFTCANTACCOUNTTNG pOLtCtES (CONTTNUED)

* Restricted Amounts are restricted by externat pa(ies (cred'tors, grantors, €ontributors or tav
regulations)of other governments or restricted by taw through constitutionat provisions or enabling
legislation.

.:. !g!!!i$cd - Amounts that can only be used for a specific purpose pursuant to constraints imposed
by formal action (ordinances or resolutions) of the Municipatity,s hiBhest tevel of decision making
authorty (Municipal Legislature). The formal action must occur prior to the end of the reporting
period, however, the amount may be determined in the subsequent period. These are setf imposed
limitations on available resources. These committed amounts cannot be used for any other purpose
unless the government removes or changes the specified use by taking the same tevet of action it
employed to previously commit those amounts. These committed amounts would be approved and
adopted byformal action of th€ Muni€ipal Legislature.

Assisned - Amou nts that are constrained by the Municipatity's intent to be used for specific purposes
that are neither restrlcted nor committed. The intent witl be expressed by the Municipat Legistature,
the Mayor or by an official to which the Municipal Legislature delegates authority in conformity with
the Autonomous Municipalities Law of Puerto Rtco.

!l!!$ig!gr!- Represent the residual classificauon for the Municipality's General Fund. Therefore, in
order to calculate unassigned fund balance, total fund batance 

'ess 
nonspendable, resrricted,

commited and assigned equals unassigned fund balance. The resulting amounr will be avaitabte for

.:.

*

At lune 30, 2011, the accompanying fund financial natements reported fund batances as restricted and
unassigned.

E. BudgetaryControl

Ihe Municipality annually adopts the gudget Resolutton for all operating funds of the Municipatity except
for certain restricted accounts of Proprietary Funds and Speciat Revenue Funds. Budgetary controt is
legally maintained at the fund level. The budget is prepared usingthe modified accrualbasis ofaccounting
with encumbrance included as budgetary basis expenditures. The Municipality's Budget Resolution
provides transler authority (1)to the Mayor, within and between departments and fu.ds, as tong as the
totalbudget ofthe Municipality (net ofinterfund transfers)is not increased, (2)tothe Finance Director to
implement grant budgets as the grant applications are accepted by rhe Municipality; and {3) to the
Finance Director to amend (re-appropriate) each new yea/s budget, to the exlent of outsranding
en€umbrances, andlor unexpended project/grant appropriations at year end- Municipaliry's Le8istature
action is required for (1) use of the budgeted legistature contingency, and (2) the approvat of
supplemental app ropriations. Du ring the year, several su pplemental appropriations were necessa ry.

The budget columos (original and final budsets)ofthe Budgetary Comparison - Generat Fund reftect the
orisinalbudget and the amended budget (which have been adjusted for legally authorized revisions ofthe
annual budgets duringtheyear). Appropriations, except remaining project appropriations, encumbrances,
and unexpended grant appropriations,lapse at the end ofeach fiscalyear.
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MUNICIPAIITY OI SATINAS

NorEs To THr BAsrc Frl.{ANcraL STATEMENTs (CoNrrNuEo)

toRTHE FrscAr YEAR ENotDruNE 30,2011

NOTE l.SUMMARYOFSIGNIFICANTACCOUNNNGPOTICIES{CONTINUED)

E- BudgeraryControl(Continued)

Amendmenls to the budget, including vansfers, require the approval ofthe Municipal Legislature.

Unencumbered appropriations lapse at the end of the ne)(t fiscalyear. The Municipality followsthese
procedures, in accordan€ewith law, in orderto establish the budgetary data reflected in the basic

financial statements:

1. Prior of May3l oI each flscalyear, the Mayor submits tothe MunicipalLegislature a proposed budget

forthe fiscal year com m encing the following J uly 1in addition of a budget message,

2. The budget document ls available for public inspection prior to its approval by the Municipal

Legislaturej

3. The Commissioner of Municipal Affairs examines the budget to verit if it complied with the lawt
standards and sends it to the Mayor for any comments or recommendation before the limited date

establishes by the taw;

4. Prior to lune 13, the annual budget is legally enacted through passage of the annual appropriation

5. lf a budget is not adopted prior to the end of the end of the fiscal vear, the annual budget for the

preceding fiscal year, as approved by the Municipal Legislature and the Mavor, is automatically

renewed for the ensuing fiscalyear until a new budget is approved. This permits the Municipality to

continue making paymentsfor its operating and other expenses untilthe new budget is approved;

6. Subsequent to the enactment of th€ annual appropriation ordinance, the Municipal Legislaiure has

the authority to make necessary amendments made during the fiscalyear and are reflected in the

budget information included in the Budgetary Comparison Schedule - Gen eral Fund;

7. Budgetary data for the Special Revenue Fund has not been presented in the accompanying basic

financial statements as such funds are budgeted over the life of the respective grant or proiect and

not on an annual basis.

Sin€e the budgetary basis differs from accounting principles generallv accepted ln the United srates of

America IGAAP), actual amounts for the General Fund in ihe accompanYing Budgetarv Comparison

Schedule, is presented onthe budgetary basis to enhance comparabilitv'

The principaldifferences between the bud8etaryand GAAP bases are the following:

1. Encumbrances are recorded as expenditures under the budgetarv basis and as a reserve of fund

balances under GMP.

2. The non exonerated portion of the propertv tax advances are presented as revenue in the budgetary

basis and as other financinB sources underGAAP.

3. tnterfund transactions of the General and spe€ial Revenue Funds are not included in the budgetary

4. Certain accrued liabilitiesand other debts are not included in the budgetary basis'
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NOTE 1 -SUMMARYOF SIGNIFICANTACCOUNTING POLICIES (CONTINUED)

E.

5.

Budaetary Control (Continued)

Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the
budgetarydata.

Allencumbrance appropriations in the operating budget lapse at the end of the fiscalYear- Propertytaxes

collected duringthe current year bythe Municipal Revenue Collection Center (FiscalAgeno are presented

as revenues in the accounting basis butare not considered in the budgeta ry schedu le.

The special funds of the Special Revenue Fund have not been included in the budgetary compariton

because balances are not budgeted. Also the budget prepared for the Federal Finance Awards Programs

included in the Major and Non Major funds is based on a program period which is not necessarily a year'

Ac€ordingly, ifs not practicalto present an annualcomparison ofbudgetforsuch programs.

I. cash, Cash Equivalent and lnvestment

The Director of finance of the Municipality is responsible for investing the available resources in

certificates of deposit and other short-term investments. lnvestments are made from the available

combined funds of the lVuniciFlity and, accordingly, it is not practi€al to disclose certiflcates of deposit

and othe. short-term investments individuallY by fund in the combined financial statements lnterest

earned on certificates of deposit and other short term investments are recognized as revenue in the

General Fund. Cash in the Special Reveoue, Debt Service and Capital Project Funds are restricted;

accordingly, resources available were not used for poolinvestments.

under the laws and regulations of the Commonwealth, public funds deposited by the Municipality in

commercia: banks must be fully collateralized for the amounts deposited in excess of the federal

depository insurance generally provided by the Federal Deposit lnsurance Corporation (FDIC). All

securities pledged as collateral are held by agents desigoaled bY the Commonwealtht Secretary of the

Treasury, but notin the Muricipalityt name.

Cash with fiscal agent represents property tax collections retained bv the Municipal Revenues 
'ollection

Center and undisbu.sed proceeds of certain bonds, loans or grants which are maintained in a cash

custodian account by the Government Development Eankofthe Commollwealth of Pu€rto Rico.

Cash balance recognized in the Debt Service fund is restricted for the paYment of the Municipalitv's

obligations, and others are restricted for sp€cific projects, such as the acquisition or construction of

permanent improvements. The sinking fund is maintained by the Gove.nmental Development Bank of

Puerto Rico, agency which acts as the insurer and payer of the MunicipalitY's bonds and notes issued in

accordance with law.

G. Receivables

Receivable are stated net of estimated allowances for uncollectible accounts, which are determined upon

past collection experience and current economic conditions. Receivable from Federal Government

represents amounts owed to the Municipality for reimbursement of expenditures incurred pursuant to

f ederally funded programs.

24



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF SALINAS

NOT€S TO THE BASI' FINANCIAT STATEMENTs (CONTINUED)
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NOTE 1-SUMMARY OFSIGNITICANTACCOUNTING POLICIES {CONTINUED)

cash, Cash Equivalent and lnvenment (Continued)

H.

The General, Special Revenue and Capital Project Funds, purchases office and printing supplies, gasollne,

oil and other expendable supplies held for consumption. The cost of purchases is recorded as expenditure
in the appropriate fund and the inventoryis not recorded in the basic financial statements.

l. CapitalAss€ts

Property, plant and equipment purchased or acquired is ca.ried at historical cost or estimated historical

cost. Contributed assets are recorded at fair market value as of the daie re€eived. The Municipality's

capitalization leveh are S5O0 on personal property. For improvements other than buildings, the capital

outlay must be greater than S10,000, extend the estimated useful life for ten years, and be greater than

10% of the orlginal cost of the asset. Other costs incurred for repairs and maintenance is expensed as

Depreciation on allassets is provided on the straight line basis overthe following estimated usefullives:

Ye3lg

40
40
5

3to5

CapitalAssets

Buildinss and site improvements

Machinery and equipment

i. Long-Termobligations

The liabilities reported in the government_wide financial statements included Seneral and special

obligation bonds and notes, and other lo.g-term liabilities, such as vacation, sick leave, litigation, long_

term liabilitiesto other govern mental entities.

ln the fund Iinancial statements, governmental fund types recognize bond issuances cost, during the

current period. The face amount of debt issued is repo(ed as other financing sources, while bond

issuance costs, whether or not withheld from the actual debt proceeds received, are reported as

l(. Compe.satedAbsences

The Municipality accrues accumulated unpaid vacation and sick leave and associated emplovee related

costs when earned (or estimated to be earned) by the emplovee- the Municipality's emplovees 3re

granted 30 days of vacations and 13 days of sick leave annuallY. Vacations mav be a€cumulated up to a

ma)(imum of sixty (60)days and sick leave up to a maximum of ninety (90)davs.ln the event of employee

resignation, the employee is paid for accumulated vacation davs up to the maximum allowed. Separation

from employment priorto use of allor part ofthe sick leaveterminates allrights for com pensation,
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NOIE 1- SUMMARY Or S|GNTFTCANTACCOUNTNG POLTCTES (CONTTNUED)

K. compensatedAbs€nces(continued)

except for employees with ten years of service who are entitled to sick leave pay up to the maximum

allowed. The Municipality accrued a liability for compensated absences, which meet the following criteria:

1. The Municipality's obligation relating to employee's rights to receive compensation for future
absences isattributable toemployee's services already rendered.

2. The obligation relatesto rights thatvest or accumulate.

3. Payment of the com pensation is probable-

4. The amount can be reasonably estimated.

ln accordance with the above criteria and requirements as established by GASBS No. 16, the Municipality
has a€crued a liability for compensated absences, which has been earned but not taken by MunicipalitY's
employees. For the government wide statements, the current podion is the amount estimated to be used

in the followins year. For the governmental funds statements, all of the compensated absences are

considered long'term and therefore, are not a fund liability and represents a reconciling item between
the fund leveiand gove.nment wide presentations.

Ihe followinS is a summary ofchanges in the balance of Compensated Absences for the fiscalyear ended

June 30,2011.

BALANCE

ruLY 1,2010

RETIREMTiITS

ANDCURRENI BALANCE

NEW ISSUES MATUMTES JUNE 30.2O1I
cuRREr\lr !oIG:MM
PORTION PORTION

L_ 158-622 S 1001305s 12[L920 5 5 8:-84:1 5 t-160.077

The N4unicip3lity has insurance coverage for its public facilities, primarilY to provide protection from

catastrophic losses. Also, principal officials of the MunicipalitY are covered under various suretv bonds.

The Secretary of the Treasury Department of the Commonwealth of Puerto Rico is the agent

commissioned to place all of the Municipality's insurance coverage. Corresponding premiums pavable are

withheld by the MunicipalRevenue Collection centerfrom quarterly advances of annual propertv tax and

subsidy send tothe Municipality.

M. lntertundTransactions

lnterfund transactions are reflected as loans, reimbursements or transfers. Loans are reported as

receivables and payables as appropriate and are eliminated in the statement of net assets.

ReimbLrrsements occurwhen one fund in€urs a cost, charges the appropriate benefiting fund and reduces

26



COMMONWEALTH OF PUERTO RICO

MUNICIPALIIY OF SALINAS
NorEs To THE Basrc frNANctAL STATEMEr{rS (co$ftNUED)

Fon THr Ftscal YEAR Er{oEDJUNE 30,2011
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M. lnt€rfundTransaction.(Continued)

its related cost as a reimbursement. All other interfund transactions are treated as transferc. The
Municipality has the following types of reciprocal and nonreciprocalinterfund activitiesi

,

.:'

lnterfund loans - Represent amounts provided with a requirement for repayment, which are
recorded as "due from'/ in the lender gove.nmental fund and "due to" in the borrower governmental
Iund. lnterfund receivables, which are not considered currently available financial resources, a,e
reported as advances. For amounts not expected to be collected within a reasonable period,
interfund receivables/payables are reduced to the estimated realizable value and the amount that is
not expected to be repaid is reported as a transferfrom the governmental fund that made the loan.

l4edlldllelsbr9 - Represent flows of assets (permanent reallocation offinancial resources among
governmental funds) without equivalent flows of assets in return and without a requirement for
repayment. Transfers are reported as other financing uses in the governmental fund makingtransfers
and as other financingsources in the govern mental fu nd receiving kansfers.

lnterfund reimbursements Represent repayments from the governmental fund responsible for
pa rticular expen d itu res or expenses to the governmentalfund that initially paid forthem.

claims and Judgments

The estimated amount of the liability for claims and judgments, if any, which is due on demand, such as

from adjudicated or settled claims, is recorded in the cen€ral Fund. The long Term Liabilities includes an
amount estimated as a contingent liability or liabilities with a fixed or expected due date, which will
require future available financial resources for lts payment.

P. Use ofEstimates

The preparation of the basic financial statements in conformity with accounting principles generally

accepted in the United States ofAmerica requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the basic financial statements and the reported revenue and expenses during the reporting
period. Actual resu lt cou ld differfrom those estimates-

q. Accountingfor Pension Costs

Forthe purpose ofapplyingthe requirements ofGASB Statement No- 2T,Accounting for Pensions by Stote
and LocolGovernment Employers (GASB No. 27), the state sovernment of the Commonwealth of Puerto
Rico is considered to be the sponsor ofthe Employees Reti.ement System ofthe Government of Pue.to
Rico and its lnstrumentalities (ERs) and System 2000, a multi-employer cost-sharing defined benefit
pension plan and a hybrid defined contribution plan, respectively, in which the employe€s of the
Muni€ipality panicipate- The Municipality is considered a participant and not a sponsor, of these
retirement systems since the majority of the participants in the aforementioned pension trust funds are
employees of the Commonwealth of Pue(o Rico and the basic financial statements of such retirement
systems are part of the financial reporting entity of the Commonwealth of Pue.to Rico. Accordlngly, no
portion ofthe net pension obligation (NPO) related to ERS has been allocated to the Municipality in the

o.
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NOTE 1- SUMMARY OT StGNtFICANTACCOUT{T|NG pOLtCtES (CONTTNUEO)

Q. Accounting for P€nsion Costs (Continued)

accompanying basic financial statements. The basic financial statemenrs of the Commonweatth of puerto
Rico report the total amount of the net pension obligation of ERS, inctuding any amount that may
correspond to the Municipality.

The Municipality accounts for pension costs from the standpoint of a pa(icipant in a multipte,emptoyer
cost sharing plan. Accordin8ly, pension costs recognized in the accompanying basic financiat statements
are equal to the statutorily required contributions, with a liability recorded fo. any unpaid required

R. Risk Financlng

The Municipality ca.ries commercial insurance to cover casualry, theft, tort claims and other tosses.
lnsurance policies are negotiated by the Puerto Rico Treasury Department and costs are attocated among
allthe Municipalities of Puerto Rico.

Cost of insurance allocated to the Munlcipality and deducted from the gross property tax cottections by
the Municipal Revenue Collection Center ("CR|M") for the year ended lune 30, 2011 amounted to
S216,048. The current insurance policies have not been cancelled or terminated. The CRIM also deducted
S341,279 forworkers compensation insurance covering all municipalemployees.

5. future Adoption of Accounting Pronouncements

The GAsB has issued the following ac.ounting standards that have effective dates afteriune 30,2011:

.i GASB Statement No.57, OPEB Measorcments by Agent Enployers ond Agent Multiple Enployer
P/ort This Statement is effective for periods beginnirg afterJune 30,2012;

.i GASB Statement No. 59, Finonciol lnsttuments Omnibus. Thk statement is effective for periods
beginning afterlune 30, 2011,

.:. GASB Statement No. 60, Accounting ond Finonciol Reportinq for SeNice Con.ession ArrongemenLt.
This statement is effective for periods beginning after December 31, 2012j

COMMONWEALTH OT PUERTO RICO

MUNICIPALITY OT SALINAS
NorEs To THE Basrc FrNANctAr sTATEMEins (CoNTTNUED)

FoR THf Frscal YEAR ENDIDJUNE 30,2011

GASB Statement No.61,Ire FinonciolReporting Entity: Annibus on onendment of GASB Statements
No- 74ond No- 34- rhis statement is effective for periods beginning after lune 30,2012,

GASB Statement No. 62, Codificotion ol Accounting and Financiol Repotting Guidonce Contained in
Pre Novenber 30, 7989 FASB ond AICPA P.orourcemeras. This statement is effective for periods
beginning after December 31, 2012;

n

*

..r GASB statement No. 63, rinanciol Reportinq of Deleired Outllows oJ Resources, Deleffed Inflows of
Besources ond Net Positior. This statement is effective for periods beginning after December 31,
2il2j
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY Of SALINAS
ilorEs To Tfi€ BAsrc FrNANcraL STATEMEMTS {CoMfl NUEo)

FOR THI F6CAL YEAR ENDIO JUNE 30, 2011

.:. GASB Statement No. 64, Derivotive lnstrunents: Applicotion oJ Hedqe Accounting rerninotion
Ptovisions (on omendment of GASB Stotement No. 53/. Itis statement is effective for periods
beginning afterJune 30, 2013;

NOTE 1- SUMMARY OF STGNTFTCANTACCOUNTTNG pOLtCtES (CONTTNUED)

S. Future Adoption oI Accountins Pronoun.em€nts (continu€d)

Ihe Municipality's management has conEtuded that the future adoption of these GASB Statements witt
not have a significant impact on the Municipality's basic fina ncia I statements.

NOTE 2 - CASH AND CASH EQU IVAI.ENTS

The Municipality maintains its deposits in various commercial banks locared in puerto Rico and
Government Development Bankfor Puerto Rico (GDB). Proceeds from bondsand funds related to cerrain
grant awards are required by law to be held with GDB-

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 4O), Deposit ond
Investment Risk Disclosure, on Anendnent to GASB Stotemert ivo. 3. This statement requires that state
and local governments disclose essential rkk information about deposits and investments. The risk that
appliesto the Municipality is the custodialrisk.

Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank failure, the
Mun icipality's deposits may not be recovered. Pu rsu ant to the Stotenent ol lnvestnent Guidelines t'or
the Gorennent of the Conmonweolth ol Puetto Rico the balances deposited in commerciat banks by
the Municipality are insured by the Federal Deposit lnsurance Corporation (FDIC) generally up to a

max,mum of 5250,000 per depositor. ln addition, public funds deposited in commercaal banks by the
Municipality are fully securit,es pledged as collateral are held, in the Municipality's name, by the
agents of the Commonwealth's Secretary of Treasury- Deposits with GDB are uninsured and
uncollateralized. However, no losses related to defaults by GDB on deposit transactions have been
incurred by the Muiicipality through June 30, 2011- Therefore, the Municipality's management has
concluded that at June 30, 2011 the custodial credit risk associated with the Municipality's cash and
cash equivalents is considered low.

The Municipalityt bank balances in commercial banks of 5279,566 in the State Assignment f!nd and

5325,777 in the other gove rnmental funds were fully collateralized atJune 30,2011.

The deposits at GDB of 541,964 in the General Fund, the 52,s89,284 in the Debt service fund, and the
5539,936 in other governmental funds, a.e unsecured and uncollateralized, as no collateral is required to
be carried bygovernmental banks.
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NOTE 3 _ RECEIVABLES

Property Taxes Receivables

Property taxes receivable amounting to 517,060 in the Generat Fund represents contributions from
the State Traditional and Electronic Lottery of the fiscal year 2010 2011, not collected by rhe
Municipality at June 30,2011. tn addition, prope(y taxes receivabte in Debt Service Fund in the
amount of 515,917 represents advances from fiscat year 2010-2011 not collected by the Municipatity
atiune 30,2011.

Sales Tax Rec€lvables

As described below in Note 14, the Municipal tegislature approved the imposition of the municipat
sales and use tax durinB liscal year 2006-2007. tndividuats, organizations and entities subject to co ect
the municipal sales and use tax must ffle a rax return to the Municipality. Tax is due each 2O,h day of
each month based on tax collected in the preceding month. Therefore, sates tax receivable of571,132
in the General Fund and 536,085 in the Debt Service Fund represents the amounts due by the
taxpayers atlune 30, 2011.

rederal Grants Receivable

federal grants receivable in the other governmentalfunds represent expenditures incLrrred not yet
reimbursed by the federal agencies or the pass through grantors- Following is a detait of the federat

B,

c.

Descriotion

Com h u nity Developmenr Block Grant State

Homelessness Prevenuon and Rapd Re

A!.s!!!

5 59,22A

12,229

5Jta49
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NOTE 3 - RTCETVABLES (CONTtNUtD)

D. StateGovernmenrRec€ivabtes

State government receivables in other governmentat funds represent expenditures incurred not yet
reimbursed bythe state agenc,es. Fotlowing is a detaitofthe state government receivabtes:

Governmental Entiw Amount

Department of Labor and Human
Resources Law52 S 36,686

OMME 51.908

Total s 8a.s94

E. Due From Othe. Funds

lnterfund receivables and payables atiune 30,2011are summarized as follows:

Receivable Fund Pavable Fund purpose Amount

Payroll and related accruals
Other Governmentat paid and not reimbursed, and

Genera, Fund Funds other reimbulsabte 5 2O6,76j

State Assignment
Fund General fund Reimbursabte expenditures t,42g,sg6

Cash poolin the same bank
other accounr and reimbursable
Governmental GeneralFurd expenditures 245.042

s 1-880A05

F. other R€celvables

Other receivables in other governmental funds, for the amount of 536,880, represent Section 8 Housing
Choice Vouchers receivables at iune 30, 2010, resulting from fraud recoveries. The amount of 563,617
reported as other receivables in the general funds represe.rs amounts paid in excess during the fiscat
year 2010 2011ro a debtagreement with the State Department of Labor.
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NOTE4-CAPTTALASSETS

CapitalasseG; those with an estimated usefullive ofoneyearor more from the time ofacquisition by the
Municipality and a cost of 525 or more, are primarityfunded through the issuance oftong_term bonds and
loans. A summary of capital assers and changes occurring in 2011, including those .hanges pursuant to
the implementation of GASS Statement No.34 foltows (Land and construction in progres;are not subject
to depreciation):

Governmental A.tiunier

Capital asset, not beins depreciated

Con5uuction in pro3ress

1uly1,2010
As Restated

s g s,B93,6sB
1360 0o0) 7.473 42L

860.000) 7.1 .aN

Retirements/ Batan.e
Additions Reclassiii.ations rune30.2OU

capitat assets beina dep.eciated:
Buitdings
tntrastructure
Machineryand equipfrenl
Moiorvehicies

Torat opirat as*rs betn€ depr€ciar€d

\-. Less accumutated depr€ciarion for:
suitdin8s
lnfraslrudure
Machineryandequipment
Moto.vehictes

Tota I a(.u mutated depre.iation

Governm€ntal activities

Gen eral government

Public Safety

Cultu.e and Recreation
Human setuices and welfare

Total depre€iarion €xpenses

Tor.l capital d3ers not beiry depre.iated

5 5,893,6s3 S

t.434.t71 399.250

2.127.036

a4&663

16.t85.723 941.t7t

17,6t3,22O) (191136)
(323,070) 1324,1t0]'

(1,07q3s6) (42,616)
{2.151.2601 t106 l4nr

16.7L1906\ 1664.602)

5,102,310

2.32],016

_-17.E3JU

(2,364,3s6)

|t,172,9t7)
(2.251.4AO)

17332s03)

Iota I ca pital asseti bei ng depre.iated, ner 9 .467 alJ 91549))

Governmental activities .apital a3sers, ner Sl!.?95,646 t 6E2359 5 13!0.0!!) s!]J!!,!!z

Depreciation expenses were charged to governmenrat fu nctions/progra ms as foltows:

Amount

s 131,310
71,535
12,590

383,337
65,762

68

L-sb4,j42
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NOTE 4 - CAptTAt ASSETS (CONTTNUED)

GASB Statement No. 34 requires to rekoactivety applying the requirements to major generat
infrastructure assets within at least four (4) years of the adoption of this pronouncemenL which is not
laterthanlune 30,2007. The Municipatity has not complied wtth this requirement.

NOTE 5_BANK OVERDRAFT

The bank overdraft of 5253,582 in the General Fund was the resutt of the adjusted cash batance at lune
30,2011, ofthe Municipality's currentaccount, payro account and other mis€e,taneous accounts.

NOTE 6 _ ACCOUNTS PAYABLE ANDACCRUED EXPENSES I.IABII.ITIES

Accounts payable and accrued expenses liabitities in governmenrat fund financiat statements represent
expenditures incurred during fiscal year 2O1O-2011, and not paid by the Municipatity at June 30, 2011.
Following is a detailofthese accounts payable and accrued liabitities:

Accounts Accrued
Maior Governm€ntal Funds teteue Liabitities Ie!e!
Generai Fund 53,081,870 57Ot,O24 53,782,894
State Assignment Fund 27,660 - 27,660
Other Governmental Funds 84.798 a4lga
rotal $,I!4,328 3701_024 S3t95,3s2

NOTET-DUETOOTHERGOVERNMENTALUNITS

As of June 30, 2011, balance due to othergovernmentat units consisrs ofthe foltowing:

Governmental Asencv Amount

Puerto Rico Aqueduct and Sewer
Authority 5 184,331

State Depatment ofTreasury 393,475
GeneralService Administration 1,085

Total $_IZ83q!
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NorEs To THE gAslC FTMNCtAT STATEMET{rS (CorllNUED)
FoR TfiE FlscaLYraR ENoroJUNE 30 ZO11

Llabilities of s46,048 reported in the Generat Eund represent the batance owed for debt aSreements and
claims andjudgments atJune 30, 2011, as described in Note 19.

NOTE 9 - DETERRED REVINUES

Volume ofbusiness tax The deferred revenues ofS1,197,770intheGeneratFund retatestovolume
ofbusinesstax collected in fiscatyear 201G2Ot1that wi be earned in fiscalyear 2011 2012.

Federal Grants - The deferred revenues presented in Other Governmentat Funds represents the
po(ion offederalBrants received for which quatifying expenditures have not been incurred. Deferred
revenues from the federal government are as fo ows:

B.

NOTE 8 _ CLAIM AND JUDGMENTS

Prolram Des.ri.ti6n

Commu nity Services Btockcranr
PublicAssistance Grants
Child Care and Devetopment Block

Grant
American Recovery and Re-

investment Act c ra nt
Brownfield Granrs

Total

NOTE 10 _GENERAL LONG-TERM DEBTS

Amount

5 1 ,4O0
5,222

52,086

26,734

1214

s92"658

Long-term liability activityforthe year ended June 30, 2011, was as follows:

Oescriotion

Bonds and Notes Payable
Property Iax Advances

Treasury Department
Prope(yTax Debt Law42
Compensatedabsences
LIMS Repayment Plan
PropertyTax Debt Law 146
Claims and I udgments
Estimated landflil closure and

post closure cre cost

BeSinnins

rertated

s10,163,7s0

23,249
t,479.o12
7,243,920

64,230
27L,563

1,408,662

4.473,592

orAdditions

53,760,000

Dedu.lions

s(1,090,000)

123,2491
l.27,1A2)
(83,843)
(42,190)

(9,617)

sI1270.6!1)

Ending

od!!!c
sD,a33,7sO

997,290
7,760,077

22,M0
201,946

1,40a,662

4,073.592

One Year

s1,203,750

23,151
158,672

22,040
9,677
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1,205,000

1,405,000

2a3,750

320000

665,000

270,000

250,000

685,000

565,000

COMMONWEAI.TH OF PUERTO RICO
MUNICIPALITY Of SALINAS

NoTEs To Tfic Basr€ flMNctAL STATTMEIrS (CornNuED)
Fofi Tt{E ttsc^r YEAR ENDEDJuNE 30,2011

NOTE 10 -GENERAI TONG.TERM DEBTS (CONTINUED)

A. GENEP,AI. OBLIGATIONS BONDS AND NOTES

The Municipality issues general and special obtigation bonds and notes, principa y, to provide funds for
the acquhition and construction of major capitat facitities, to pay debt incurred in prior years, and to
cover the expenditures of a special event. Bonds and notes payabtes as ofJune 30,2011, are comprised of
the following individual issues:

AMOUNT

5 1,010,000

DES€RIPTION

52,240,000, Seies 1992 for operationat pu rposes, pavabte in s€mi- annuatinstalments
rangine from S55,000 to S2OO,OOO, ex.tuding interetts from 6.00% to 8.OO%, through luty 1,
2017

S1,495,000,5eries 2002, forpubtic improvement, payabte inannualinstaIments rangingfrom
S20,0O0 to S115,000, excludtnB interests from 4.50% to 5.31% th.ough lanuary 1, 2027

Sl-710,000, series 2OO4 for operationat purposes, payabtein sem i-an nuat insta Iments raneins
from 530,000 to S12tO0O, excluding interests ar 6.00%, through luty 1,2028

52,300,000, Se es 1993, foroperarionalpurposes, payabte in semi annuat instalments ranging
from S15,000 to 560,000, exctudi.g interestsfrom 4 375% to 8.75%, throogh Odober 1,20i2

S385,OOO, Series 2004, for operation p!rposes, paVabte in semi-annuat instalments ranging
nom S5,00Oto 530,000, exctuding interests from 5.OO% t o 1.5V/o, thtougb Juty t,2O2a

S805,000,se.ies 2004, foroperation.t, paVabje in semiannuat insta ments ra.ginBfrom
s1s,00o to s65,ooo, ex.ludins interests from s.oo% to 6.00% throughluty 1,2028

S975,000, Series 2009, for.onsrruction purposes, payabte in semi-annuat instaIments ranging
from 5220,000 ro S27o,OOO, exctudlng interesrs from 7.OO% to 7_s0%, rhroush luty 1,20lt

5755,000, series 2006, for purchase ol eq! ipment, payabre in annuatinsralments ran8i.gfrom
590,000 to S130,OOO exclud ing interests from 6.60%to 7.25%, throuEhluty 1,2013

51,005,000,5eries 20OZ foroperation purposes, payabie inannuatinstaIments rangingtrom
550,000to S120,000, excludinginterestsfrom 6.60% to 7.OO%, through .tuty t, 2018

572s,000,series 2009, foroperation purposes, payabte in a nnua I insta lments rangingfrom
545,000to SIOO,OOO,excludinginteresrsfrom 2.43%ro 7_50%, rhroush I u ty 1,2018
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FoR THE FIscAL YEAR EiIoEoJUNI30,20ll

NOTE 10-GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENERAL OE|.|GAT|ONS BONOS ANO NOrES (CONTTNUED)

DESCRIPTION

S645,000, Series 2010, for purchase ofbuitding, payabte in semiannuat-insta ments
ranginsfrom 510,000 to Sss,000, excluding interests from 4.75% to 7.s0%, through
July 1,2034

51,635,000, Series 2010, foroperation purposes, payabte in semi-annuatinstaltments
rangingfrom 545,000to 5160,000, excluding interests from 5.00% to 7.50%, through
July 1,2027

S390,00O,series 2010, foroperation purposes, payabte in semi-annuatinstaltments
ranging from 540,000 to S7O,0OO, excludins interests from 6.00% to 7_50%, through
)uly 1,,2016

S3,760,000, Series2011, for operation purposes, payabte in semi-annuatinstallments
ranging from 550,000 to 5290,000, excludins interestsfrom 6.00% ro 7.S0%, through
iuly 1,2015

Total General Obligations - Bonds

A. BONDS AND NOIES AMORTTZATION

AMOUNI

625,000

1,540,000

300,000

3.710.000

S 1e833Jso

The annual requiremenrs

Year Endint
June 30.

20!2
2013

2014
20L5

2016

241,7 2021
2022-2026
2027 2037
1032-2035

to amortize the general obligations outstanding as ofJune 30, are as fo ows:

Prlncipal
oavment

$ 1,203,7s0
820,000

675,000

730,000

780,000

2,530,000
2,810,000
1,905,000
1.280.000

$z$a750

oavment

5 72O,Oa2

784,7L5
737,770
692,335

6$,264
2,557,637
1,737,369

422,723
241,625

s&gtlJn4

Ie&l

s 1,923,832
1,604,775
1,412,770
7,422,335
1,423,264
5,747,637
4,547,369
2,727,723
1,521,625

l21J122l]4
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NorEs To THE BAstc FtNAitcra( STATEMEMTs (CoMIliluED)
FoR THE FlsCAT YEAR ENoEDJUNE 30,2011

NOTE 10 _GENERAI. LONG-TERM DESTS ICONTINUED)

C. PRO PERTY TAX DEBT _ LAW 42

The Municipality entered into a repayment a8reement with the Governmenr Deveropment Bank for
Puerto Rico (cDB) and the CRtM, to pay off the excess of property rax advances through fiscat year 2000
and 2001. The CR|M retains the payment from the property tax advances of the Municip;lity. The
amounts retained by the CRIM are rem;tred to GDB on July 1 of each yea. through Juty 1,2032.lhe
outstanding balance of the note payable to the CRtM at lune 30,2011 amounted to S497,290.

D. COMPENSATEDABSENCES

The government wide sratement of net assets inctudes S1,160,077 of accrued
accrued vacation benefits, representing rhe Municipatity,s commitment to fund

E. LIMS REPAYMENT PLAN

sict leave beoefits, and
such cons from future

The Municipality entered into a financing agreement with the CRtM for the payment ofthe Muni€ipatity,s
share of the cost of an information management system, acquired by the CR|M on behalf of alt
muoicipalities, for the management of a digitat database oftaxpayer,s properties tocated in puerto Rico.
The outstanding balance of the not€ payabteto the CRtM atJune 30,2011amounted to 522,040.

T. PROPERTY TAX DEBT - IAW 146

On September 24, 2002, the CRtM, on behatfofthe municipatities of puerto Rico, entered into a financing
agreement with GDB pursuant to the provisions of Law No. 146 o, October I1, 2001. The purpose of this
financing agreement was to extinguish in advance certain bonds payabte issued by the pubtic Finance
corporation, a subsidiary of the GDB, which were origina y issued to pay certain propertv tax receivabtes
owned by the municipalities of puerto Rico through 1996. The outstanding batance ofthe note payabte to
the CRIM at iune 30,2O11amounted to5201,946.

G. CLAIMS AND JUDGMENTS

Iiabilities of 51,408,662 reponed in the statement of net assets repr€sent the balance owed lor ctaims
andjudgments atJune 30,2010, as described tn Note 18.
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NOTE 10 -GENERAT I.ONG.TERM DEBTS (CONTINUED)

J. ESTIMATED IANDFIII. CTOSURE AND POST.CI.OSURE CARE COST

According to the regutations set forth by the U.S. Environment protecbon Agency (EpA)in irs,,sotid Waste
Disposal Facility Criteria", issued oo Octoberg, 1991, rhe Municipatity is requir"a io pfu"" 

" 
finur.or", on

the MLrnicipality's landfill site when it stops accept;ng waste, and to perform cert;in maintenance and
monitoring functions at the site for 30 years after closure. tn accordan€e with GAS8 No. 18, the
Municipality has performed a study of the activities that need to be implemented at the Municipality's
landfill to guarantee the maximum yield of avajlable space and to compty with appticable state and
fed€ral regulations. Eased on this srudy, the Municipality has recognized a tlabitity;f S4,073,s92 in the
accompanving GWFS using current costs alocated based on the actuar landfil capaciry used at June 30,
2011. Actual costs may be different due to inflation, changes in technology, or ch;nges in laws and
regulations. At June 30, 2011, the Municipality,s tandfil is still operating and its remalning estimated
useful life is approximatety one year. Approximarety 95% of the Municip;tity's totat €apacii, has been
used atlune 30,2011.

NOTE 11 - DEBT RETIREMENT

Revenues o, the debt service fund consist of the ad vatorem property taxes which are recognized as
revenue when corrected from taxpavers and reported bv the Municipar Revenue colection center of the
Commonwealth of Puerto Ricoto the Municipality.

These propertytaxes are accumutated by the Municipal Revenue Co ection Center in costs of the generat
obligations bonds issued by the Municipality. payments are made to the Government Devetopment Bank
of the commonwearth of Puerto Rico from such accumurated funds bv the Municipar Revenue colection
Center of Puerto Rico.

NOTE 12 - PROPERTY IA)(Es

The Municipality is authori2ed by Law No.81 to impose and colect personal and reat p.operry raxes.
Under the laws and regutations of the Commonwealth, personat property taxes can be imposed to any
natural or legal person thar at January 1 of each year is engaged in kade or business and is the owner of
personalproperty used in trade or business.

Personal property taxes are setr-assessed by taxpayers every year gerera y using the book value of
personal property assers owned by the taxpayer at January 1 (assessment date) and reporting such
taxable value through a personat propertytax return filed on May 15 subsequent to rhe asse;sment date.
The total personai property tax rate in force at lune 30, 2011 was 8.53% (of which taxpayers pay 8_33%
and 0.20% is reimbursed by the Department ofTreasury); afterlune 30,2011, tne totatpeisonatpropeny
tax rate has been 8.53%.

Real property taxes are assessed by CRtM. The assessment on reat propeny is made everyjanuary 1 and
is based on estimated current values of the property deftared to 1957 marker prices. The totat reat
property tax rate in force atJune 30,2011was 10.33% (ofwhtch 10.03% is paid by taxpayers and O.20% is
also reimbursed by the Department ofTreasury).
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MUNICIPATITY OF SATINAS
NorEs To THE Basrc FtMNCrar SrarEMENrs (CoNTTNUTD)

FoR THE FISCAT YEAR ENDED JUNT 30, 2011

NOTE 12 - pROPERWTAXES (CONTTNUED)

Residentialreal property occupied by its owner is exempt by taw from propertytaxes on the first S15,OOO
of the assessed value (at 1957 market prices). For such exempt amounts, the Department of Treasury
assLrmes payment of the basic tax \4% and 6% tot personat and real property, respectively) to the
Municipality, excepr for property assessed of tess than S3,sOo (at 1957 marker prices), for which no

CRIM is respons;ble for the billing and collections of real and personat property taxes on behatt ot the
Municipality- Prior to the beginninB of each fiscat year, CRtM informs the Municipatity of the estimated
amount of property tax expected to be collected for the ensuing fiscat year. Throughout the year, cRtM
advances funds to the Municipality based on the initiat estimated colecrions. CRtM is required by taw to
prepare a settlement statement on a fiscat year basis, whereby a comparhon is made between the
amounts advanced to the Municipality and amounts actua y collected from taxpayers.

This settlement has to be completed on a pretiminary basis not tater than each December 31. tt CR|M
remits to the Municipality property tax advances, which are tess than the properry tax actually co ected,
an additional property tax receivable is recorded at.tune 30. However, if advances exceed the amount
actually collected by CRIM, an intergovernmentat payab,e is recorded atJune 30.

Law No. 81 provides for the levy of an annuat special tax of 1.03% of the assessed vatue of a real and
personal property not exonerated from raxation. such speciat tax is tevied and co ected by cRtM.
Collections of this specialtax are remitted to the Commonwealth,s debt service fund for payment of debt
service on general obligations ofthe Commonweatth.

ln addition, 1.50% of the totat personat and reat property taxes collected by CR|M is resrricted for rhe
Municipality's debt service requirements and is retained by GDB forsuch purposes.

The Additional Lottery System of rhe Commonweatth (the .,Additionat Lottery,,) is an operationat unit
repo(ed as an enterprise fund of the Commonwealth, which currenrty operates several betting
alternatives to the citizens of Puerto Rico. The Additionat Lottery is required every year to distribute a
portion of its excess ofrevenues over expenses as follows:

Thirty five percent 13s%) of its net earnings (defined as the ex€ess of revenues over expenses less an
amount earmarked for the Fund for Rent and Home tmprovement Subsidy program for the Low
lncome Qualifying Elderly) is earmarked to the municipatities of the Commonweatth, of which a
maximum of526 million, on an annualbasis, is distributed to the MunicipatEquatization Fund hetd by
CRIM to coveroperating expenses and p€rmanent improvements of the municipatjties.

An additional amount not ex€eeding 516 mitlion, on an annuat basis, is disrributed to the Municipal
Equalization Fund, provided it is within the 35% coresponding to the municipatities of the
Commonwealth. When the accumulated municipat appropriations ,rom the municipatitiey puerto
Rico Health Reform are covered up to lune 30, 1997, these resources wiI be assigned to the Heatth
lnsurance Ad m inistration, a component unit of the Commonweahh.

.!
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NOTE 13 - VOI.UME OF BUSINES5 rAXES

The Municipality is authorized bv Law No. 81 to impose and colect municipar ricense taxes on aI trade or
business activities operated bv any naturar or legar person within the territoriai area of sarinas. This is a
self-assessed tax generatty based on the business votume measured by gross sates. The Municipality
establishes the applicable tax rates. AtJune 30,2011, the municipattax rate; imposed by the Municipatity
were 1.50% for linancing institutions and O.5O% for other types of taxpayers. Any taxpayers that have
been granted with partiar tax exemptions under any of the incentive tax taws oi ttre com.on*."r ,
ultimately pay municipal license raxes at reduced tax rates, generafly between 60% and 90% under

Each taxpayer must asses his/her corresponding municipat ticense tax by dectaring his/her votume of
business through a tax return to be fited every Aprit 15 based on the actuatvotrru oiUrrinurs gen"rrt"o
in the preceding calendaryear.

Taxpavers with a sales volume of53 mi ion or more must inctude audited financiatstatements with their
tax returns. The tax can be paid by the taxpayer in two equat instaltments due on Juty 15 and ianuary 15,
subsequent to the flling of the dectaration.

The first installment of the tax covers the six month period ended December 31, subsequent to the fiting
date of the declaration, while the second installmenr of the tax covers rhe six_monrh period ended June
30 of the subsequent calendar year. tf a taxpayer etects to pay the tax in fu on the filing date of the
declaration (g€n€rally April 1s), a 5% discount is granred automatica y on the totat tax amou;t due.

Any municipal license taxes cotlected in advance {that is, pertaining to a future fiscatyear) are recorded as
deferred revenues in the GWFS and the GFFS (See Note 9).

NOTE 14 - SATES TAXES

on luly 4 2006, the Legislature of the Commonweatth of puerto Rico approved Act No. 117 (,,Act 117,,1
which amends the Puerto Rico tnternal Revenue Code of 1994 to provide for a sate and use tax of5.5% ro
be imposed by the Commonweatth Government_ Act 117 atso authortzeseach mu nicipatity government to
impose municipal sales and use rax of 1.5%_ This municipat sates and use tax has tn generai the same tax
base and limitations (excepr for unprocessed foods) as those provided by the Comm;nweatth s sates and

Section 6189 of the Puerto Rico lnternat Revenue Code of 1994, as amended, authorizes rie
Municipalities In Puerto Rico to impose a sates and use tax to consumers. This tax must be imposed in
conformity with the base, exemptions and timitations contained Subtitle BB of the Code. The Municipat
SalesTax is specifically imposed over altsatestransactions of taxabte items and combined transactions (as
defined bvthe municipar interna r regurarion) taken prace within municipa imits. The Municiparrax is arso
specifically imposed over the purchase price for the use, storage or consumption of taxabl; transactions
(as defined bythe m unicipa I internat resu tation) taken ptace within municipa imits.

TheMunicipal Legislature approved the imposition ofthe municipatsales and use tax, effective on luty 1,
2006. lndividuak, organizations and entities subject to co|ect the municapar sares and use tax must fire a
tax return to the Municipality. Tax is due each 2oth day of each month based on tax co ected in the
preceding month. The Municipal ordinance does not impose specific restrictions or timitations on the use
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NOTE 14 - SATESTAXES (CONINUEO)

of the municipal sales and use tax resources. Resources are recorded in the generat fund ot theMunidpality.

NOTE 15 - INTERGOVERNMENTAL REVENUES

lntergovemmentar revenues consist primariry of funds received from the commonweahh of puerro Rico,"in lieu of taf'payments from the euasi-public Corporation, puerto Rico Electric power Authority, and
federal financial assistan.e received from federat government. crants and subsidies recei; tom the
Commonwealth of puerto Rico and federat agencies inctude, among others, a senerat sutsiJffor urban
development and capital improvements.

lntergovernmentar revenues are accounted forthrough the Generar Fund except forthose direcfly rerated
to urban development and capitat improvements, which are accounted for through the State lssrgnment,
Loans and CDBG runds.

NOIE 16 - INTERFU NO TRANSFERS

lnt€rfund transfers during the fiscat

Transfer Out Transler tn

GeneralFund Governmentat
Fund

year ended at June 30,

fcrpglc

2011, are summarized as follows:

Aqs!!!
s26s,989

SDla2a

NOTE 17 -EMPLOYEE'S REIIREMENT PLAN

The Employee's Retirement System ofthe Government of puerto Rico and its instrumentality (ERSI is rhe
administrator of a cost sharing muttipte emptoyer retkement system estabtished by the Commonwealth
of Puerto Rico. The ERS was creared under the Act 447, approved on May 15, 1951, as amended, and
became effective on tanuary 1, 19s2. ERs covers a regutar emptoyees of ihe Commonweatth of puerto
Rico and its instrumentatiry and ofcertain municipatities and components units not covered by their own
retirement systems.

Participation is mandarory excepr for members of the Legislature, Government Secretaries, Head o,
Agencies and Pubric rnstrumentaritv, tusistants of the Governor, the compiroler of the puerto Rico,
Gube.natorial Board and Committee appointees and Experimentat Serui;e Station emptoyees. ERSprovides retirement, death and disabitity benefits. Disabitity retirement benefits are avaitabte t; members
for occupational and non,occupationat disabitities. Retirement benefits depend upon age at retirement
and number ofyears ofcredited service. Benefits vest after ten years of plan participation:

The Municipality adopted the requiremenrs of GAsBs No.2s for aI the career emproyees thatare covered
under the commonweatth of puerto Rico Emptoyee,s Retirem€nt System, a mutiipte,emptoyer puttic
employee retirement system, estabtished by State raws.

41



YEARS OT

SEEYJEE

COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF SAI.INAs
NoTrs To THE Batc ttrrlAilatar STATEMTMTs (ComtiluED)

FoRTHT FrscAr YlAn ENDEo luNE 30, 2Ot 1

NOTE 17 - EMPI.OYEE'S RETIREMENTPTAN (CONTINUED)

Under the plan, the employees and employer portions are contributed, for which, the emptoyee amount
is withheld from salaries. Covered emptoyees are required by Commonweatth starute to contribute
5.775% fot Ihe first 5550 of monthty satary ptus 8_275% fot the excess of this amount, or on the
alternative, 8.275% of all salary- The Municipatity contributes to the system 9.275% of the panicipating
em ployee's salaries.

Law Number 305 of Septembe. 24, 1999, amendments the Act Number 447 that estabtish a savings
program. All employees active in the system as of December 31, 1999 may elect to transfer from define
contribution programs to the new savin8s program (a defined contribution ptan). Emptoyees in the
savinSs proSram may now contribute from a minimum of 8.275% up to a maximum of 10% of their
monthly salary and will invested in an account which wi eithefi (a) earn a fixed rate based on the two_
year Constant Maturity Treasury Note or, lb) earn a rate equat to 75% of the return of the System,s
investment portfolio (net of management fees), or (€) earn a combination of both atte.natives. tf at time
of retiremenr accumulated benefits amount to s10,o0o or less may elect ro receive a tump sum
distribution up to the accumutated benefits_ Under the new program the retirement age is reduced from
65 to 60 for those employees who joined the current ptan on or after April 1, 1990.

The pension benefit for participants who retire with tess than 30 years of service is computed at rhe rate
ol "l%% of thei a\le,a1e compensation for each year of credit service for the remaining years_ The System
also provides for death and dis3bility benefits and the assets of the System pertaining to the pa(icipant

A varlety ofsignificant actuarial assumptions are used to determine the standard measure of the pension
benefit oblisation and these assumptions are summarized betowi

.i The presentvalue ofthe future pension paymenrs was computed bv usine a discou.t of9%.

* Future pension payments reflect an assumption ofa 6% satary increase_

All employees that do not elect to transfer for the new program and who at the time of emptoyment are
55 years old or less are eligible to participate in the System. pension benefits for partiripants with 30
Years of service are as followsi

PARTICIPANrS

AGE PENSION BENEFITS

65% ofthe average of the rhree years of highesr salaryduring the
em ployee's service oe riod.

75% ofthe average ofthe three years of highest sataryduring the
e mplovee's setuice perlod.

75% ofthe average of the three years of highest satary during rhe
employee's seruice period (employees starred working afterAprit 1,
1990).
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NOTE 17 - EMPTOYEE'S RETIREMENT PI.AN (CONTINUED)

The amount ofthe totar pension benefit obrigation is based on a standardized measurement estabrished
by GASBS No. 27, F,rorcist Repofting for D4ined Benefit pension ptans and N"*, i,rrt"rriri* o"tn"a
Cont butions Plons.rhe standardized measurement rs the actuariat present vatue of estimaieo aefinedpension benefits, adjusted ,or the effecrs of projected satary increas;s and step,rrt" f"n"r,tr, 

".tirut"ato bepayable io the future as a resurt ofemproyee seruices performed to date. rtre measure is rntenoeoto help users assess the System,s funding status on a going-concern basis, assess progress made in
accumulating sufficient assets to pay benefits when due, and make comparisons amon! oiner pultic
retirement sysrems. The measure is independent of the actuariat fundin; method use;t; determine
contributions to the ptan.

The membership of retirees and beneficiaries currentty receiving benefits and terminated emptoyees
entitled to benefits, but not yet receivinB benefits, and active em;toyees and the distribui;on of active
employees between vested and non vested is not readity availa bte.

Contributions in 2006 and prior years were made based on percentages estabtished by the taw. Suchpercentage has not been based on a€tuariat srudies, as required by accounting pri;iples genera y
accepted in the United Stares ofAmerica. An actuariat compitation of 6e annuat ciniriUution appricatte
to the Municipality has not been prepared- accordingry, the accounts by which the actuar contributions
differfrom the required actua ria I contributions are not known.

The total pension expenditures recorded in the category of administration for the Fiscat year Ended lune
30, 2011 was approximatety 5758,886. A emptoyees who at the time of emptoyment are ss y;ars otd or
less are eligible to parti.ipate in the System_ No benefit is payabte if the pa(icipant receives ;retund of
his accumulated contributions.

The historicar trend intormation regarding the accumuration of assets and pension benefit obrrgation inthe ERS is not availabte. For the ten year trend information, refer to the separatety issued linancial
statements of the ERS as of and for the fiscal year ended lune 30, 2011. The p.R. Retirement ptan
Administration provides additionat informarion of the ERS. They issue a pubtic avaitabte fina;ciat report
that includes financialstatements and required supptementary information for ERs, as a component unitofthe Commonwealth of puerto Rico. That report may be obtained bywriting to the Administ;ation at pO
Box 42003, [,,tin illas Staiion, San ]uan, p.R.00940.

NOTE 18 _CONTINGENCIES

A. CI.AIMS AND IUDGMENTS

The Municipality h, at present, a defendant in a number of legat matters that arise from a eged rmproper
application of poricies and nesri8ence in the ordinary course of the Municaparity's adivities.;ith respect
to pending litigation, the Municiparity has reported riabirities of s46,o4s in the cenerar Fund for awarded
unfavorable judgments, prus s1,408,662 in the government wide statement of net assets in addition to
the amount reported in the GeneralFund.

It is management's opinion, based on the advice ofthe tegalcounset, that the potentialctaims against the
Municipality not covered by insurance wi not materia y affect the financiat resources for its paiment_
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COMMONWEALTH OF PUERTO RICO
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NoTES TO THE BAstC FtMilctaL STATEMEMTS (COr{Irr{uED)
FORTHE FISCAT YIAR EI,{oEDJUNE 30,2O1I

NOTE 18 -CONTINGENCtES (CONflNUtD)

ln addition, the Municipality is a defendant or co defendant in several tegal proceedings, which are in
discovery stage. Certain of these ctaims are covered by insurance. regat counsets with ihe information
currently available can not determine rhe final outcome of these proceeding. However, it has been the
Municipality's experience that such actions are settled for amounts substantialy less than the craim

B. FEDERAI. GRANTS

ln the normal course of operations, the Municipality receives grants from various Federal and State
agencies. The grant programs are subject to audit by agents of rhe granting authority, the purpose of
which is to ensure compliance with conditions precedent to the grantint of funds. lny ii"Oitity rol-
reimbursement which may arise as the resutt ofthese audits is not believed to be materiat.

r{oTE 19-FUi/D BALANCE (DEF|CTI

As of June 30, 2011, tie fund balance (deiicit)ctassilications are as foltows:

Fund 35lan.€ lo€ficitl

rdarrund Batake (D€li.h)

Debr
Asslgntunt setoi.e c@eml]Bid

E!4 lcsl E!!!

sss
19s,/69

1,631,s02 123,169

!521,493

t-r.6!!la2 !l2r,4!€ t- 124-OI5
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COMMONWEALTB OT PUERTO RICO
MUNICIPAIITY OF SAiINAS

NoTEs To THE Banc ttNA CAr SIATEMEMTS (CoMnNUED)
FoRTHE Frscal YEAR ENDEoJUNE 30,2011

NOTE 19 _ACCOUNTING CHANGES AND RESTATEMENT5

A. GOVERNMENTAT FUND FINANCIAL STATEMEIITS

The following restatements have been made in the governmentar fund finaflciar statements, whi.h are
reported as an adjustmentto the beginning fund balances:

Oe..riotion

Recl.ssification oia debt
aSreeh€nt with the Srate

Elimination of inrereovernmentat
payable with the Gov€rnment
Oevelopmentaank 85,025

Departmentoftreasurydebt 2j6,ag9

Elimination ol outstandinB checks

F!.d baran.e {D€ficit), b€Cinnins

stateAstignment
Generar rund I!!d

s(7,33s,993) 51,466,039

(241,509)

12.515

s1r,5t55q !rz!.6!4

B. GOVERNMENTAL WIDE FINANCIAL SIATEMENTS

The following restatements have been made in the governmentar wide financiar statements, which are
reported as an adjustmentto the beSinning nerassets:

Dscriltion &!e1

Netassets (oeticil) , b€sinnine g(s,4s5,011)

€limination ol intergovErnmentat payable with rhe
Gwernmenr Devetopm€nr Bank la'.O2s

Adju5toenr to the sute Depanmenr otTreasurv
debt 276.A95

Eliminarion ofoutstandingchecks in Secrion I
fuhd 12.515

Nd ass.E (oen.&), hesimt.g ar Erated ll4.sso-rzo
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COMMONWEAI.TH OI PUERTO RICO
MUNICIPAI.ITY OT SAUNAS

NoTEs To THE Batrc ft,ll^NcrAr STATEMENTS {CoNr rvuED)

foRTHE FEcaLYEAR ENDED JuNr 30, 2Ot 1

NOTE 20 - GOING CONCERN

The accompanying ainanciat statements have been prepared on a goirg concern basis, which
contemplates the rearization of assets and the satisfaction of liabirities in the ,,;rmar course of business_
During the current and prior years the Generat Fund of the Municipality has suffered recurring excess of
expenditures over revenues, which have lead to an accumutated deficit in the GeneralFund of47,192,907
at./une 30, 2011. The long term solution for this is situation is to bring the expenditures in tine with
revenues/ which at this date; the Municipatity has been unable to do.

Among the actions that management is considering arej an implementarion of a cost reduction ptan,
implementation of increased cottection effort over accounts receivabte, possibte tong term financing
agreement with the Government Development Bank and monitoring the execution of the propeny tax,
volume ofbusiness tax and sates and use tax.

Th€ financial statements do not inctude any adjustments to reflect rhe possibte future effects on the
recoverability and classification of assets or the amounts and ctassification of tiabitities thst may result
from the possible inability ofthe Municipatity to continue as a going concern.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

BuDGEraRy CoMpARtso ScHtDULE- GENERAT FuxD
(SEE NorEs To BuDGEraRy CoMpaRtsoN ScHEDULT)

FoR THE FtscAr YEAR ENDEDJTTNE 30,2011

V.rian..
with

A.tual Amounts Finat Budget

BudgetedAmounts Basis)
original Finat (see Note t) {N€gative)

REsOURCES (rtrLOWS):

Vol0me of Business Taxes
lnterEovernmental Revenues
Licensesand Permits

iotal Resources {tnf low,

CHARGES TO AppqOpRtATtONS {OUTFLOWS)

General Government

Cultureand re.rearion
Human 5etuice5 and Welfare
Transferto Other Funds

Total changes to apprcpriatio.s

EXCESS (DEFtCtENC"V) Oa REVENUES OV!R
(UNOER} EXPENDITURES

5 2,403,29s
920,@0
957,266

5,243,A10
3.729,614

75,@0
726,4L1

4,752,9a7
1,595,97a

3,435,756

7,087,79a
2,O21,444

194.519

73,449.476

s

5 2,403,295
920 000
957,266

5,243,870
3,729.634

75,@0

t3.449,476

4,737,992
1,645,599
3,915,806

1,055,445
1,939,112

194.519

t3.489.476

s 2,157,216
410,35a

2,255,547
5,378,773

s64,224
53,860

11.764.165

4,770,770
1,342,069
5,367,77A

t,274,194
l_650,989

265.989

14.705,729

s t2.941.564)

5 1246,079)
1ta9,642)

L,304,275

94903
(2,565,47O)

l2t,\40)
t1a221Al

(1.725,311)

l32,1r3l
263,530

11,44s,912)
(218,349)

2Aa,123

11t 47a)

(1,216.253)

sI2t4L564)

See accompanying Notes to Required Supplementary lnfoflrEtion
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COMMONWEALIH OF PUERTO RICO
MUNICIPALITY OF SAI.INAS

NOTES TO BUOGEIARY COM PARIsON SCHTDULE- GINEAAT TUiID
FOR THE FISGAL YEAR ENDED IUNE 30, 2011

NOTE A _ TXPLANATION OF DIFIERENCES BETWEEN BUDGETARY INFLOWSAND OUTFLOWS AND GAAP
REVENUES AND EXPENDITURES

Sources/infl ows of resources:
Actualamounts (budgetarybasis),,avaitabteforappropriation,,fromthe

budgetary comparison schedute

Differen€es-budget to GAAp:

Pdorand current adjustments to revenues

Totalrevenues as reported on the Statement of Governmental Fu nd
Revenues, Expenditures and Changes in Fund Balances

Uses/outflows of resources:
Actualamounts {budgetary basis),,total charges to appropriations,, from the

budgetary comparison schedute (page 45)

Differences-budget to GAAp:

Prior year expenditures are not outftowsof budsetary resources but are
expendituresforfinancial reportinspurposes

Transfersto other funds are outftows of budgetary resources, but are not
expenditures for financial reporting pu rposes

Adjustment to expenditures

Total expenditures as reported on the Statement ofGovernmenrat Fund
Revenues, Expenditures, and Changes in Fund Batances

NOTE B - STEWARDSHI?, COMPLIANCE AND ACCOUNTABILITY

A, SUDGETARY CON]ROL

GENERqI FUND

Stt,i64,t6s

217.279

s11laL4gg,

51.4,7os,729

118,349

(26s,989)

515-081.082

The Municipality's annual budget is prepared on the budgetary basis of accounting, which is not in
accordance with GMP, and represents departmentat appropriations recommended by the Mayor and
approved by the Mulicipaltegislature priortothe beginningofthe fiscatyear. Amendments to ahe budget
require the approvalofthe Municipat Legislature. Transfers of appropriations within the budget, known as
Mayor's Resolutions, do not require the approvatofthe MunicipatLegistature.

The Muni€ipality prepares its annualbudget inctudingthe operations of the generat fund.

For budgetary purposes, encumbrance accounting is used. The encumbrances {i.e., purchase orders,
contracts) are considered expenditures wh€n incurred. For cMp reporting purposes. encumbran€es
outstanding at vear_end are reported as reservations offund barances and do not constitute expenditures
or liabilities becausethe commitments wittbe honored durinB the subsequentyear.
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COIIIMONIT'EALTH OF PUERTO RICO
IiIUNICIPALITY OF SALII{AS

NOTES TOTHE BASIC FINANCIAL STAIEMENTS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,201,I

NOTE B- STEWARDSHIP, COMPLIANCE AND ACCOUNTABII.ITY (CONTINUED)

B. BUDGETARY CONTRO[ {CONITNUEO)

The unencumbered barance of any appropriation at the end of the fiscar year will rapse at the end of such fiscar
year- other appropriations, mainrycapital project appropriations, are contin uing accounts forwhich the Municipar
Legislature has authorized thar an unspent batance from the prior year be carried forward and made avaitabte for

The annualbudg€t as presented in the Budgetary comparison schedule Generar Fund isthe budget ordinance at
.lune 30,2011representing the originatbudget. There were no supplementatappropriations forrheyear ended
iune 30,2011

50



COMMONWEALTH OF PUERTO RICO

MUNICIPAIITY OF SATINAS

SCHIDULE OF EXPENDITURTS OF FEDERALAWARDS

IORTHE YEAR ENDED.'UNE 30,2011
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COMMONWEALTH OF PUERTO RICO

MIJNICIPAIITY OF SATINAS
ScpEDl[f OF ExpENDnunts OF FEoERALAwaRDs

yraR ENDEDTUNE 30,2011

IIOERATCFOA FEDERALFEoERALGRANToR 1!!4EEB rxp-rrorunrs

IJS Deoartm€nt oI Housins and Urban
Develooment

Passed through:
M u nicipal Service Adm inistration:

Community Developmenr Btockcrant 14.22A S 779,068
Puerto Rico Department of Family:

ARRA Homeless Prevention and Rapid Re Housing program 14.251 208.399

Direct Program:
Section 8- Housing Choice Vouchers 14.87t 3gjJ'2

Total US Department of Housing and Urban Devetopment 1.176,a2O

US Deoartm€nt ot Hom€land and Securitv

PR Office ofManagementand Budget (cAR)
Public tusistance Grant gt.O36 4.500

US Deoartment o{Healrhand Human Services
Passed through:

PR Department of Family:
Child C3re and Development Blo.kGrant 93.575

Environmental Proteciion Asencv Orfice oI Sotid
Waste and EmerE€nd R.r.6ns.
Direct Programi

Brownfield Petroleum Assessment 66.818 6,25a
Brow.field Harardous Substances Assessment 66.818 7.314

Total E^v,ronmpntdl Protedion AeencyOftce
ofsolid Wiste and Emer8ency Responses 13.632

5-1l5tlt1

52



COMMOIIII]VEALTH OF PUERTO RICO
MUNICIPAUTY O; SALINAS

NoTEs To SCHEDUTE OF Expc DEUsEs OF rEoERAL AwanDs
JUNE30,2011

1. 8A5IS OF PRESENTATION:

The accompanying schedure of Expendituresof Federarawards incrudes the federargrant activity ot
Municipality of Satinas and is prepared on the modified accruat basis of acc;,i"g.-a"._A,*V,
amounts presented in the ac€ompanying schedule agree to amounts presented in th; basic linancia r



REPORT ON INTERNAI.

CONTROI. OVER EINANCIAT REPORTING

BASED ON ANAUOITOF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUDITING STANOARDS
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6-aq. 9a*-,,16y."a-
Cenifi ed Pubtic Accountant

MEMBER:

Afi eri.an tnstitute ot Certifi ed pubtic Accounta.ts

REPOTOON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPTIANCEAND O?HER MATTERS EASED ON AN AUDITOF

FINANCIAI. STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To The Honorable Mayor And
Municipal LeSistativ€ Body

Municipallty of Salinas
Salinas, Puerto Rico

We have audited the financiat statemenrs of the governmental activities, the business rypeactivities, each major fund, and rhe aggregate remaining fuod information of rvrunictpatity or Satinas,Puerto Rico, as ofand for the year ended lune 30, 2011, which co ectivety com pr,." ,ii , Jni.,puti,V orSalinas, Puerto Rico,s basic financiat statements and have issued our report tiereon dated Varctr S,2012. we did not express an opinion on the governmentar wide financiar statements becausewe were unable to obtain a discussion or evatuation from the Munjcipatity,s outsiie tegatcouncil of the pending or threateoed titigations describ€d on rrrote rA ana to ottain srrrricient
and competent evidentiat matter retated to capitaj assets.

Except as discussed in the preceding paragraph, we conducted our audit in accordance with audiringstandards generarrv accepted in the united srates of Amerca and the srandards ap;ricabre tofinancial audits contained in Government Auditing stondords, ireved t, ,t. a..r".rr"it"**, 
"the united states.

lnternal Control Over Einanciat R€portinq

ln planninc and performing our audit, we considered Municiparity of sarinat puerto Rico,s inter.ar
conlrol over ,inan€ial reporting as a basis for desiening our auditinB procear.". fo. tf," purp*" of
expressing our opinions on the financiat starement, but not forthtpurpose of expressingan ophron
on the eff€ctiveness of Municipatity of Satinas, pueno Rico s internat controt over financt; reporting.
Accordinsly, we do not express an opinion on the effectiveness of the Muni.ip"ri,, .is"ri",i 

"*n"Rico'sinternal controt overfinancial reportinB.

A deliciency in internar contror exists when the design or operation of a contror does not alowmanagement or emprovees, in the normar course of performing their assiSned functions, toprevent, or detect and correct misstatements on a timely basis. A m;terral weo*-ness ts a aeRciency,or a combination of deficiencies, in internal controt such rhal there is a reasonabte possibitiiy tnat amaterial misstatemenr of the entity,s financiat statements wi not be prevented, i.i"r"i"o ,racorrected on a timety basis.
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REPORTON INTERNAI. CONTROI. OVER EINANCIAL REPORTING (COMIINUEOI

Our consideration of internal controt over financiat reportinB was for the timited purpose describedin the first paragraph of this section and was not aesignei to id;titv a, deficiencies in internarcontrol over financial reporting that might be a"ricilncier, signincant deficiencies, or materialweaknesses. We did not identify any deflciencies in internal .ontril ouo tin*.i"f reporting that weconsider to be materiat weakn€sses, as defined abou". ,o*"u"., .," iJ"n,,tied certain deficiencies ininternat controt over financiat reporting, described i, th" "..;p;";i"g schedute of findings andquestioned costs that we coosider to be signiflcant deficiencies in internat controt over financiatreporting. Findings 01 11 and 02 11. A significanr deficiency is a deticienc,y, or a combination ofdeficiencies, in internal controt that is tess severe d,rn 
" 
.",j"i *"J*., yet important enough tomerit attention bythose changed with governance_

Comoliance and Other Matte6

As part of obtaining reasonabte assuran(e about whether Municrpatity oi Satinas, puerto Rico,sfinanciar statements are free of materiar misstatement, we perforniJ tests of its compriance withcertain provisions of taws, regulations, contracts, and grant agreements, noncomptiance with whichcoutd have a dned and materiat effect on the aeterminaion of financiat statement amounts.However, providing an opinion o.r compliance with those provisions was not an objective of ouraudit, and accordin8lv, we do not express such an opinion. rhe resutts of our tesrs disctosed instancesof noncompriance or other matters that are required to be reported under Governmentar AuditingStandards and which are described jn the accompanying schedule of finOings and questioned cost as

\_ itemsol 11, 02 lt and 03 11.

This report is intended sorerv for the information and use of managemenL citv councir, others withinthe entity, and federat awarding agencies and pass through enti;es and is not intended to be andshoutd not be used by anyone other than these specified parties.

@?
Match 5,2012
Aguas Buenat Puerto Rico

Li.ense No.1339
Expires December 1, 2Ol3

o Btos B. DlAz IEG

Thestamp No. E30Ol ofthe puerto Ri.o
Society ofCertified Public Accountants was
affixed to the originalofthis report.
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REQUIREMENf S APPLICABLE

TO EACH MAJOR PROGMM AND ON INTERNALCONTROL

OVER COMPTIANCE IN ACCORDANCEWITH

OMB CIRCULARA.I33
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€",,4rq. Oh"-46rrd,,
Certiff ed Public Accountant MEMBER:

Am€ri.an hstitute of Certified pubtic Accountants

REPORT ON COMPI.IANCE WITH REQUIREMENTS
APPLICAELETO EACH MAJOR PROGRAMANDON INTERNAI. CONTROI.

OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCUI.AR A.133

To The Hono.able Mayor And
Municipal Legislarive gody

Municipality Of Satinas
Salinas, Puerto Rico

Comullance

We have audited the comptian€e of Municipality ofSatinas, pueno Rico, with the types of comptiance
requirements described in the U. S. Office of Management and Budget (OMB) Circutar A 133
Compliance Supplement \hat are appticabte to each of its major federat p;grams for the year ended
June 30,2011. Muni€ipatities of Satinas, puerto Rico,s major federat progr;s are identi;ied in the
summary of auditor's resutts section of the accompanying schedute of findings and questioned
costs. Compliance with rhe requiremenrs of taws, regutations, contracts, and g;ants applicabte to
each of its major fede.at programs is the responsibitity of Municipatiry of sa-linas, p;erto Ricot
managemenl_ Our .esponsibility is to express an opinion on Municipatity of Satinas, puerto Rico,s
compliance based on ouraudit.

We conducted our audit of comptiance in ac€ordance with auditing standards Benera y accepted in
the United States of America, the standards appticabte to financial audits contlined in Covernaent
Auditinq standords, issued by the comptrolrer Generar of the united statesj and oMB circurar a-133,
Audits oJ Stotes, Locol Gove.nments, ond Non prclit Organizotions _ Those standards and OMB
circular 4_133 require that we pran and perform the audit to obtain reasonabre assurance about
whether noncompriance with the tvpes of compriance requirements referred to above that courd have
a direct and material effect on a major federat program occurred. An audit inctudes examining, on atest basis, evidence about Municipality of Salinas, puerto Ricot compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasoflabte basis ror our opinion_ Our audit
does not provide a legal determination of Municipatity of Satinas, puerto Rico,; comptiance with
those requirements.

ln our opinion, Municipality of Salinas, puerto Rico, complied, in a material respects, with the
requirements referred to above that are applicabte to each of its major federal programs for the year
ended June 30, 2011.
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REPORT ON COMPI.IANCE WITH REQUIREMENTS APPI.ICABLE (COI{TINUED)

tnt€rnat Control Over Comoliance

Management of Municipality of salinas, Puerto Rico, is responsibte for establishing and maintaining
effective internar contror over compriance with the requirements of raws, reSurations, contracts, andgrants appticabte to federal programs. tn planning and performing our audit, we considered
Municipalitv ofsalinat Puerto Rico's internal controlover comptiance with the requirements that coutd
have a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report o;
internat control over comptiance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingty, we do not
express an opinion on the effectiveness of Municipality of satinas, puerto Ricot internal control over
compliance.

AdeJiciency in intenal contrctover comptionce exists when the design or operataon oi a controt over
compliance does not altow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncomptiance with a type of com;liance
requirement of a federal program on a timely basis. A moteriat weokness in intemo! controt over
complionce is a deficiencv, or combination ofdeficiencies, in internat controt over comptiance, such that
there is a reasonabre possibiritv that materiar noncomprian€e with a type ofcompriance requirement of
a federalprogram wi not be prevented, ordetected and corrected, o; a timety basis_

\- our consideration of internalcontrol over compliance was forthe timited purpose descdbed in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, siBnificant deficienctes, or materiat weaknesses. we did notidentifY any deficiencies ,n internal control over comptiance that we consider to be materiat
weaknesset as defined above.

Municipality of salinas, P(erto Rico's .esponses to the findings ident,fied in our audit are described
in the accompanying schedule of findings and questioned costs. We did not audit lvunicipality of
Satinas, puerto Rico,s responses and, accordingty, we express no opinion on the responses.

This report is intended solety for the information and use of management, Ciry Coun.it, others within
the entity, federal awarding agencies, and pass through entities and is not intended to be and shoutd
not be used by anyone otherthan these specified parties.

-@?
March 5, 2012
Aguas Buenas, Puerto Rico

License No. 1339
Expire December 1, 2013

The stamp No. E3m2 ofthe Puerto Ri.o
Society of Certified Pu blic Accountanrs
was affixed to the ori8inalofthis report.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALIW OF S,ALINAS

Scfi EDUrE Or FwDlxGs AIo quEsTtoNED CosTs

FOR TI{E YEAR EXDEOJUNE 30,2OT1
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COMMONWEALTH OF PUERTO RICO
MUNICIPAIMYOF SATINAS

scHEDutE oF IINDINGs AND QuEsnoNED cosTs
EOR THE YEAR EiIOED JUNE 30, 2011

SECTION I. SUMMARY OF AUDTTONTS RESUITS

Finon.iol Statenents

Type of auditor's report issued

. Govern mentat - wide financiat statements Disclaimer. covernmentat - fund financiat statements -trnouatitred

lnternal control over financiat reporting:

. Materia I weakness identified?

. signiticant deficiency identified that is not 
-yes 

-Ino
considered to be materiat weaknesses? 

-Lyes
Noncompliance material ro financiat statem ent noted? 

- Lyes

lnternal control over m ajor programs:

. Material weakness identified?

. significant deficiency identified that h not 
-yes 

/Lno

considered to be materiat wea kn€sses? _yes __Lno

Type ofaudito/s report hsued on compliance for
major programs 

Unouatified

Any audit findings disclosed thatare required to be
reported in accordance with section 510{a)of
CircularA-131 

_ Lyes

ldentification of major programs:

CtA Numberts) Nam€ of Federat prosram

14-22a Community Devetopment

14.2s7 fl"#f;il:,*.,**,""
And Rapid R€ Housing
program

Dollarthreshold used to disringuish between type A
and type I programs: 

S3OqooO

Audit qualified as lowriskaudited? _yes X no
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SECTION II. FINANCIAL STATEMENT FINDINGS

Findlnt No. 01-U - Accounting R€cords and Financiat Statements

Accounting Records and Financiat Statements

Category:

lnternalControl

Condition:

During our examination of the accounting cycle, we noted that the Municipatity has not estabtished an
accounting system that generates accurate accountinS informatioo for the pre;aration of the financiat
statements jn conformity with generalty accepted accounting principtes. The accounring records are
maintained in the cash and budgetary basis and at the end ofyear; personnel"f tf,. nr""* a"pan.*tand external consultants, summari2ed in etectronic wortsheets, the **"r"i 

-"_p"'"Ui,**,
encumbrances, capitat assets transactions, accounts receivables, accounts payabfe ana fong ierm oetts.
These worksheets are used for the preparation of the financial statem€nrs

Also, we noted the fottowing conditions during our evaluation of the accounting cycte:

a. Accounting transactions are currently accounted simuttaneousty through a manuat and a
computerlzed accounring system for which no re.onciliation proceaures are made among rhem.
These accounting systems do not provide for a setf balancing set of accounts fol. *.f, fr"Jrp*"t"a
by the Municipality. Both systems have significanr differe;es at june :0, zOrr, princtfaity tnose
arisinB of significant amounts of checks issued manualy from the cenerar runa tink account ana
the special revenue funds bank accouots.

COMMONWEALTH Of PUERTO RICO
MUNICIPALlTy OF SALINAS

scHEDUn Or Frr{Drr{Gs AND euEsaoNEo Cosrs (CoillNUrD)
FoR THE YEAn EIDIDJuNT 30,2011

Both accounting systems, does not help management to distinguish between expenditures incurred
and encumbrancer does not provide retiabte financiat infor;ation of &ansa;tio* ."rrt.U *irn
capitalassets, accounts re€eivables, accounts payable and tonglerm debts.

No_adequate year end crosing entries proced,res are made to account for aI transactions affecting
all funds.

Thisfinding is repeated from prior years.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT SALINA5

kHTDULE OF FrNDtilGs A o quEsTtor{Eo Co$s (CoirnNUED)

ToRTHE YTAR €NoEoJUNE 30,2011

sEcTtoN fl - HNANC|AT STATEMENT HNDTNGS (€ONrlNUED)

Flnding No.01-11 -Accounting Records and Finan.iat Stat€ments (Continued)

Crileria:

Article 8.010(b) of state Act Number 81 - "Ley de Municipios aut6nomos det Estodo Libre Asociodo de
Puerto frico" of August 30, 1991, states that the Municipatity must maintain its fund accounting ina(ordance with accounting principles genera y accepted ill rhe United States of America (GAAP). tn
addition, Article 8.010(c), states that uniform accounting system used by the Municipatiq;ust produce
reliable reports and financiat statements, provide comptete information a;out the res;hs ;f operations of
the Muni€ipality and include the necessary inrernat controts to account fora, funds, capitalassets and other

The Municiparity did not estabrish effective internar contror over the preparstion o, the financiarstatements
andthe transactions recorded on its accounting records.

We recommend management ro estabtish the necessary internat controts and procedures in order
maintain a complete accounting system thar provides for the preparation of hnanciat statemenrs
accordance with accounting principtes genera y accepted in the Unired States ofAmerica (GAAp)_

in
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COMMONWEAIIH Of PUERTO RICO
MUNICIPALITY OF SAI.INAS

ScHEDULE OF FtNDtNGs AND euEsTtoNED CosTs (CoNTrilrJED)
FoRTHE yran EIDEolrrNE 30,2011

sEcTroN [ - ftNANCtA[ STATEMENT F|NO|NGS (CONTTNUED)

tinding No. 02 -11 - Accounting Records - property, ptant and Equipment

Accounting Records and Fioancia I Statements

Condition:

AtJune 30,2011, the Municipality do€s not have an effective system to account for capitatassets, principa ythe infrastructure assets. The Municipatity does not have a;equate internat -r,rjf. "rJ-pr"*(,U*. 
aensure that all capitalizabte e)(penditures and dispositaons are recorded i" ,r," 

""p,Li ".rL *Orianryledger. Also, the Municiparitv has not recorded depreciation expense for the inrrurtrr.tur" noi .upo.t"o i,the subsidiary tedger. These infrastructure assets shoutd t" ."po.t"a 
". 

pun oiii" ."or,"i **" 
"r 

,r,"Municipalitv according to statement No. 34 of rhe Governmental Accounting sta"arri. ellri leesa :+1. r,addition, the Municipatiry has not performed periodicat physical inventories;f n, ."on"irr*,; Ur ri"g n*"tyear20010-11.

Thisfinding is repeated from prioryears.

Criteria:

Article 10.002 of State Law Number 81 _ ,'Ley de MuniciDios Aut6non6
Pu?t1o Rtrc" ol AuAust 30, 1991, rtated rhat Municipatrty shor,td marnrain

Cause:

The Municipaiity did not maintain an adequate conrrotofthe ac.ountab,tity of its capitatassets.

We rerommend management and the property Oivisjon of the Municipatiry to make an inventory of the
capital assets and reconcite with the capitat assets subsidiary tedger. rn aaaition, ttre wun;cfariry snouta
implement adequate internatcont.otprocedures to improve the ac;ountabitity of it, infrastruct;re assets.

del Estodo Librc Asociodo de
updated property accounting

64



COMMONWEAI.TH OF PUERTO RICO
MUNICIPALIIY OF SAI,INAS

ScHEDUTT OF FtNorNGs ANo euEsTtoNEo CosTs (ComNUED)
FoRTHE yEAn ENDEDTUNE 30,2011

sEcTroN [ - HI{ANC|AL SIATEMINT ftNDtNGS (CONTTNUED)

Finding No. 03-11- Generat aund.s Accumutated Deficit

Category:

Compliance

Condition:

During our examination of the financiat statements as of and for the fiscat year ended lune 30, 2011, wenoted that the Generat Fund has an accumutated deficit of 56,497,985. suctr"..rmrl"tea i"fictt i, .aus"a
bythe cumulative resultsfrom manyyearsin which expenditures have exceeded revenues.

Criteria:

Article 7.011(a) of state Law Number 81 - "Lev de Municipios Aut6nomos der Estodo Librc Asociodo de
Pue-tto Rico" of AugusI 30, 1991 (as amendments as of January 2004), stated that for any accumulated
deficit incurred in the Generat Fund at the end of any given Rscat year, ttre vuniciparif mrisi reserve tne
necessary financial resources in the Gene.et Fund,s operating budget of the immediat;V fo owing fiscat
year to cover such deficit.

Cause:

fhe Municipality, over the vears, has suffered recurring excesses ofexpenditures over revenues, which have
lead to the accumulated deficit in rhe Generat Fund. tn addition, the Municipatity has not es;abtished an
adequate budsetcontrot.

Eff€ct:

The Municipality will continue having riquiditv probrems and wiI continue affecting the Municiparity,s abirity
to f inance current operations.

We recommend management to improve the budget controt process, implement a €ost reduction plan,
hcrease the collection efforts over the munacipat ticense tax, the property taxes, sates and uses tax aod
finally evaluate possible longterm financing agreement with the Government Developmeot Bank.
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FoR T8E YEAn ENoED,UNE 30, 2011

CORRECTIVE ACTION PI.AN

Finding0l-11

The Muniripality majntaios two set of r...
"..",,ti,c 'v*", iiil;;,;:i# il;#13-':cords; 

a manuai system and a unirorr
purposes at rhc end or each ri,cui v"", d," r::l'T."'v 

rin-ci"r 
'e*,as io, tn;;ili#"1,:,T:r'j:i:i

are nor a(curate. ro mini.,; ;;,'il;;:I ld( thdt the compurerized iystem r.ar a..ounts barances
all the accounrins ,,",,,"i,";;;;;ilXi.*.:^ensa8e.annuarrv with an ext.rnat consurranr to summarirestaternents. "__''"','c worrsheets lhat are use in the prepdration ot lhe financrat

lmplementation Oate: June 30, 2012

R€sponsibje person: Mr. Jose A. Romero
rrnance Department Director

Finding02-11

The Finance Oepadment is updatinA irs caoit
,n,rasrruLture invenroriel. compose 

"f 
.,,;";l '-::f 

r":lr:ry to complv w,ih GA5B 14. by revrewns irs
annuarrv wnh dn exrernai-;;;;;ji ;:-l'ads 

and 
.bridses' rn addition. thF ra,niciparitv encaee,

inrrasvucture drsets. in th";;;';"i:;J:l;fiIilrze: arr the capitdr outrdv additions. whic; iocludes rhe

hplemenration dater 06/30/12

R€sponeble person:Mr. 
Jose A. nomero

findinro3-11

lmon8 rhe acnons currentty taken bv man:
implemenrar,on 

"r " *u 
'."u,,ii", ;;;"il1i::*: 

Jn reration to the Generar Fund den.r arei an
receivabres, possibte r"", ;,;';;ffi; ',Iremenrdtion.ol in(reased .ollection erort over accounts
monitorins the execution ; ,; ;dff i,",. ;:ffi'::l',,:;::,1T, :":::H:[ D€ve,opmenr Bank and

lmplementation date: 06/30/12

R€sponsible person Mr. JoseA. Romero
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':^1ff :lyift t*:l:ff xt^".*"
loR THE yEAn 

ENDED ,,uNE 30, 2;11

CORRECTIVE ACTION PIAN

Finding04-r1

;:,:::ff : :Ir*:.;::,:.",,ffi [xi;li?::,:ffi ffi ii:,il[T# m.di, our c..,rac,s,,o
lmplementation Date: lmmediately

Besponsible person: Mrs. tverte O.rDteoerar erograms Oepartment OirecLr

tinding05-r1

#:ti1f;5 [:,t,i::.i::T::':[.:T;:1:;::,:','r,"lx:;r xJff:"i ;rl,:rt,lr;
lmplementation Date: lmmed jately

Responsible personsi Mrs. lvette Ortiz

Mr.lose A. Romero

Federal proSrams Deparrment Diredor
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SUMMARy ScHEDULE OF pRroR YEAR AuDtT Flt Dtcs
FoR THE FTscALYEAR ENoEDJuNG 30,2O1l

FINDING

NUMAER COMPLIANCE
CFDA

NUMAER
QUISTIONED

cosrs AUDITIECOMMENTS

08-ljl 10 Allowabte Cost/
Cost principle

1,4.22a 59,490 We are presenting eviden€e to the Office of
the Commissioner of Municipat Affairs
(OCAIM) of the (omptementary rontract
that was prepared in December 2OO7 to
cover the months of services rhat were paid

08-Ir 20 Special Test 97.036 We gave instructions to the responsjbte
employee that the project Worksheets
IPW) for all FEMA projects shoutd be
maintained as required by the Omce of the
Governor Aurhor'zed Represenrative {GAR)
and the Federal regutahons
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