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INDEPENDENT AUDITOR,S REPORT

To the Honorable Mayor and

Muni.ipal Legislative Body

Municipality of salinas
Salinaa, Puerto Rico

We have audited the financial statements of the goveanmental activities, each major funds, and the
aggregate remaining fund information ofthe Municipality ofSalinas as ofand for the year ended June30,
2O1O which collectively comprise the basic financial statements as listed in the table of contents. These

financial statements are the responsibility of the Municipality's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

Except as discussed in the following two paragraphs, we conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial

audit contained in Governmental Aldits Standards, issued by the Comptroller General of the United

States. Those standards require that we plan and perform the auditto obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also

includes assessing the accounting principles used and significant estimates made by management as well
as evaluating the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinions.

we were unable to obtain a discussion or evaluation from the Municipality's outside legal counsel of the
pending orthreatened litigations dascussed in note 18to financialstatements.

The Municipality did not have a complete, update and accurate accounting records of capital assets,

principally infrastructure assets, in order to obtain sufficient and competent evidential matter related to
the capital assets reported in the accompanying statement of net assets for 516,795,548, net of
accumulated depreciation of S6,717,905.

Because of the significance of the matteE discussed in the preceding para8raph, the scope of our work
was not sufficient to enable us to express, and we do not express, an opinion on the financial statements
referred to previously.

t



INDEPENDENT AUDITOR S REPORT {CONNNUED):

ln addition, in our opinion, the financial statements referred to previously present fairly, in all material

respects, the respective financial position of the each major fund, and the aggregate remainin8 fund

information of the Municipality of salinas, as of lune 30, 2010, and the respective changes in financial

position for the year then ended in conformity with accountinB principles generally accepted in the United

States ofAmerica.

ln accordance with Governmental Auditing Standards, we have also issued our report dated November

10, 2010, on our consideration ofthe Municipality of Salinas'internal control over financial reporting and

on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant

agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal controlover financial reporting and compliance and the results ofthat testing, and not to provide

an opinion on internal control over financial reporling or on compliance. That report is an integral part of
an audit performed in accordance wlth Governmental Auditing Standards and should be considered in

assessingthe results ofour audit.

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

discussion and analysis and budgetary comparison information on pages 3 through 10 and 49 through 50

be presented to supplement the basic financialstatements. Such information, although not a part ofthe
basic financial statements, is required by the Governmental Accounting Standards Board, who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required

supplementary information in accordance with auditing standards generally accepted in the United States

ofAmerica, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic

financial statements, and other knowledge we obtained during our audit ofthe basic flnancial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

-ffi+
OAHLOS R. OIAZ NEGRO
m$moi Pu&lc0ll,T0$aD0

PU$mBICo I

The stamp No.2564398 ofthe Puerto Rico Society

ofCertified Public Accountants was affixed to the
original of this report.

November 10,2010
Aguas guenas, Puerto Rico

License No. 1339
Expire December 1,2013
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAI.INAS

MAIIAGEMENf 5 DEcUSSIoN ANALYSIS

FoR THE Frscal YEAR ENDED luNE 30,2010

The management of Municipality of sa,inas, Puerto Rico (Municipality) offers this narrative overview and

analysis of the financial activities of the Municipality for the fiscal year ended June 30, 2010. The

Management's Discussion and Analysis (MD&A) is designed to focus on the current year activities,
. resulting chan8es and currently known facts, and much of the information is comparable to prior year.

This MD&A should be read in conjunction with the accompanying basic financial statements and the
' - uaao.panying notes to those financial statements.

The new reporting model required by Governmental Accounting Standards 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

major information:

. a broader basis in focusing important issues;

. acknowledgement of an overview of the Municipality's financial activities;
provide for an evaluation of its financial condition as of the end of the indicated fiscal year, compared

. with prior year results;
. identification ofuses offunds in the financing ofthe Municipality's variety of activities and;

assess management's ability lo handle budgetary functions.

- FINANCIAL HIGHTIGHTS

.\- The following are key financial highlights for the fiscal year:

- * The liabilities of the Municipality exceeded its assetsatiune 30,2010 by 55,455,011, and at June 30,
- 2010 by 55,162,233, as restated;

.:. The Municipality's total deficit decrease by a positive net change of 5707,222 dutingtiscal year 2009-' 2070;

.t As of lune 30, 2010, the Municipality's governmental funds reported combined ending deficit of
53,981,508, and increase 5539,115 from the prior year;

' * At June 30, 2010, the unrestricted deficit was $23,319,844. During fiscal year 2OO9 2010, the
. Municipality issue 52,670,000 in bonds debt;

* The Municipality's capital assets inventory increase as a result of this yea/s operations. Capital assets- 
as ofJune 30,2010 were 520,922,385i

.1. The investment in capital assets for this year was S3,395,157;

. * Loans principal payments were 51,065,379 and 5898,500 in 2010 and 2009, respectively.

. . OVERVIEW OFTHE BASIC FINANCIAL STATEMENTS

' This discussion and analysis are intended to serye as an introduction to the Municipality's financial
statements. The Municipality's basic financial statements comprise three components: government wide
financial statements; fund financial statements; and notes to the financial statements. This report also'- contains other supplementary information in addition tothe basicfinancialstatementsthemselves.

GOVERNMENT.WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide readers with a broad overview of the

., Municipality's finances, in a manner similar to a private sector business.



COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF SALINAS

MANAGEMENt'S DISCUSSION ANALYSIS

FoRTHE FISCALYEA8 ENDED,UNE 30, 2O1O

A fund is a grouping of related a€counts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Municipality, like other state and tocal governments,

uses fund accounting to ensure and demonstrate compliance with finance related legal requirements,

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

NOTES TO THE BASIC FINANCIAT STATEMENTS

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

the government-wide and fund tinancial statements.

GOVERNMENT.WIDE FINANCIAI- STATEMENTS (CONTINUED}

The Statement of Net Assets presents information on all of the Municipality's assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net assets

may serve as a useful indicator of whether the financial position of the Municipality is improving or
deteriorating.

The Statement of Activities presents information showing how the Municipality's net assets changed

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. Thus, revenues and

expenses are reported in this statement for some items that will result in cash flows in future fiscal
periods.

Both 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 tax, state and federalgrants finance most ofthese activities.

FUND FINANCIAL STATEMENIS

GOVERNMENTAL FUNDS

The Municipality's basic services are reported in the government fund financial statements. The
government funds are reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can readily be converted into cash. Governmental funds
are used to ac€ount for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources,

as wellason balances ofspendable resources available at the end ofthe fiscalyear. Su€h 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 Eovernmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long term impact ofthe government's near-term financing decisions.



COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF SAI.INAS
MANAGEMENf S DEcusstoN ANALYsT5

FoRTHE FTSCAT YEAR ENOEOJUNE 30,2010

I

OTHER INFORMATION

ln addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information containing budget to actual comparisons for the general and major
funds.

GOVERNMENT-WIDE FINANCIAI- ANALYSIS

GOVERNMENTAI. NET ASSETS

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position.
In the case of the Municipality, liabilities exceeded assets by 55,455,011 as of June 30, 2O1O versus
56,162,233 as ofJune 30,2009. Our analysis below focuses on the net assets (Table 1) and changes in net
assets of the Municipality's governmental activities.

Table 1
Statement of Net Assets

Current and non current assets
Capitalassets

Total Assets

Current liabilities
Long-term liabilities

Total Liabilities

Net assets:
lnvestment in capitalassets, net of
related debt

Restricted
Deficit

Tolal Net Assels

2010

5 4,726,737
16,795.648

s20J2238I

7,927,449
14.449,547

525a11i%.

S 14,030,648
3,894,185

(23.379.844)

s_G.455.011)

2009

S 4,312,t43
13,912,422

snl284l65

9,O76,756

L5.370,O42

5 AA4J98

S 11,309,s43
3,055,592

120,52'1,368!

s I6J6Z2:rll

The Municipality's net deficit contains a portion that it is invested 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 services 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
provlded 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 how they may be used.

5
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPAI.ITY OF SALINAS

MANAGEMEN,I,S DIscuss|oN ANAlYsI5

FoRTHE FISCAL YEAR ENoED.,UNE 30,2O1O

GOVERNMENTAL ACTIVITIES

Governmental activities decreased the Municipality's deficit. Key elements ofthis increase are as follows:
the Municipality's governmental activities had net expenses of S12,585,179. However, these services are

intended to be primarily funded by taxes, as opposed to charges for services and grants, and those taxes
and other general revenues exceed net expensesby 5707,222.

The cost of a'l governmental activities this year was 577,176,728. fable 2 presents the cost of each of the
Municipality's largest programs.

Table 2

Statemeni of Activities

Revenues

Grants and contributions

Generalrevenues:
Property taxes
Volume of business taxes

sales taxes
lntergovernmental
Rent
Licenses and permits

Miscellaneous
charges for services

Totalrevenues

Expenses

General government

Public safety
Public works
Culture and recreation
Human services and welfate
Urban development
Education
lnterest on long-term debts

Totalexpenses

changes in net assets

Net assets - beginning, as restated

Net assets - ending

2010

5 4,s31,907

3,4L4,'198
1,L85,147
1,408,918

5,267,892
84,346

1,626,334
30s,962

58,642

2009

5 4,692,490

2,749,334
7,096,721
1,379,L61
6,531,272

37,694
7,700,L36

339,0ss
138,298

17,883,950 18,664,161

6,249,520

4,640,757

7,2s0,872
2,497,2L4

550,354
279,795
281,895

77,176,128

5,789,056
L384,a22
5,944,544
1,053,900

2,432,702
L,634,255

707,997

359,373

18,750,690

(86,s29)

16,o7s,7o4l

t 16,1622331

707,222

{6,762,233)

6



COMMONWEALTH OF PUERTO RICO
MIJNICIPALITY OF SATINAS

MANAGEMEMiS DIScuSSIoiI ANALYSIS

FoR THE Frscar. YEAR ENDED luNE 30,2010

GOVERNMENT FUND FINANCIAL ANALYSIS

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

Table 3
Balance Sheet

Assets:
Totalassets - Major Funds

Tota I assets - Other Funds

Combined totalassets

Liabilities:
Total liabilitjes - Major Funds
Total liabilities - Other Funds

combined total liabilities

Fund Balan€es:

Reserved - Major Funds
Reserved - Other Funds
lJnreserved - Major Funds

Combined total fund balanceg

Total liabilities and fund balances

10,161,349 10,820,443

2010

5 s,29s,223
884,618

2009

S s,s21,941
s93,890

6,115,8316,179,441

9,65a,927
502,422

10,517,774

242,669

4,546,844
382,196

{8,910,s48)

(3,981,s08)

5 6,L79,a41

3,098,503
35L,227

(8,1s4336)

|,4,704,612)

$ 5,us,831
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COMMONWEALTH Of PUERTO RICO

MUNICIPAUry OF SALINAS

MANAGEMEMT's DrscusstoN ANAtYsts

FORTHE FISCA! YEAR ENDEOJUNE 30, 2O1O

GOVERNMENT EUND FINANCIALANALYSIS(CONTINUED}

Table 4
changes in Fund Balances

Revenues:

Total revenues - Major Funds

Total revenues- Other Funds

Combined total revenues

Expenditures:
Total expenditures - Major Funds

Totalexpenditures - Other Funds

Combined total expenditures

Other financing sources (uses):

Proceed from issuance of bonds
Transfer- ln
Transfer- Out

Combined other financing so!rces
(uses), net

Net changes in fund balance

Fund Balance - beginning, as restated

Fund Ealance - ending

17,703,554 78,664,761

516,069,733
1,633,42L

2(x)9

5 77,457,152

L,207,009

2010

74,047,604

\602,446

19,6s0,4s0

L4,797,803
7,125,990

19,923,193

2,670,OOO

272,420

1272,420)

2,670,OOO

725,OOO

349,149

1349,749)

725,O00

723,104

{4,704,672)

140,840

(4,169,980)

s {3,981,s08) 5 (4704612)
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF SATINAS

MANAGEMENI,s DISCUS5ION ANAIYSIS

FoR THE Frscar YEAR ENDEDIUNE 30,2010

GOVERNMENTAL FUNDS

The focus of the Municipality's governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the Municipality's
financing requirements. ln particular, unreserved fund balance may setue as a useful measrre of a

government's net resources available for spending at the end of its fiscal year. At June 30, 2010, the
Municipality's governmental funds reported combined ending fr.rnd balances of S(3,981,508), an increase

of 5539,115 from the prioryear.

The Municipality has an unreserved fund deficit of 58,910,548 in its General Fund. The remainder of the
balance is reserved to indicate that it is not available for new spending because it has already been

committed; (a)to liquidate prior year obligations (51,034,855), {b) to pay debt service (S1,075,636) and (c)

for other restricted purposes (S2,818,549).

BUOGETARY HIGHLIGHTS

Budget and actual comparison schedules are p.ovided in the Basic Financial Statements for the 6eneral
Fund. The Budgetary Comparison Schedule of the General Fund shows the original adopted budgets, the
final revised budget, actual results, and variance between the final budget and actual results for the
general and major special revenue funds.

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

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

CAPITAI. ASSETS AND DEBT ADMINISTRATION

The Municipality's investment in capital assets for its governmental type activities as of June 30, 2010

amounted to 514030,648 (net of accumulated depreciation). This investment in capital assets includes
land, buildings, improvements, machinery and equipment, parks, roads, highways, and bridges. The total
increase in the Municipality's investment in capital assets for the current fiscal year was 53,395,167.
Additions during the fiscal year was principally for building construction, purchase of new vehicles and
machinery and equipment, necessary to provides services to our citizens. Table 5 present the major
classes of capita I assets.

Table 5

Caoital Assets Amount

Construction in progress

Buildines
lnfrastructure
Machinery and equipment

Total Assets

5 973,727
674,536

7,704,947
47,916

s i39a167

9



COMMONWEATTH OF PUERTO RICO

MUt!ICIPALITY OF SAI,INAS

MANAGEMEN],S DISCUSSION ANAIYSIS

FoR THE FISCAL YEAR ENDEDJUNE 30,2O1O

I.ONG.TERM DEBT

At June 30, 2010 the Municipality had total of S18,449,547 in Eeneral obligations and others outstanding
debts, as shown in Table 6. Ofthis amount,510,163,750 comprises debt backed by the fullfaith and credit
ofthe government and 58.285,797 is other obligations-

Table 5
Lons Term Debts Amount

Generalobligations
Others

Total Long Term Debts

$10,163,7s0
8,285,797

s1&4495U

The Municipality is required to limit the amount of genera I obligation debt to 10% ofthe total assessment
of property located within the Municipality in order 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 Municipaliby's long-term liabilities is
presented in the notes to the financial statements. The Municipality continues to meet its financial needs
through prudent use of its revenues and creative debt finan€ing programs.

ECONOMIC FACTORS AND NEXTYEAR'S BUDGETS AND RAIES

Local, national and international economic factors influence the Municipality's revenues. Positive
economic growth is correlated with increased revenues from property taxes, volume of business taxes,
sales taxes, charges for services, as well as state and federal grants. Economic groMh in the local
economy may be meas!red by a variety of indicators such as employment groMh. unemployment, new
construction, assessed valuation, and other revenues.

All ofthese factors were considered in preparing the Municipality's budget for the 2010 fiscal year. Some
cost reductions helped fund improvements of existing facilities, public safety and works, economic
development initiatives and human service improvements.

REQUESTS FOR INFORMATION

This financial report is designed to provide a genera! overview of the Municipality's finances for all those
with an interest in the government's finances. Questions concerning any of the information provided in
this report or requests for additional information contact the Municipaliqy's Finance Department at (787)

824-3060_

10



COMMONWEALTH Of PUERTO RICO

MUNICIPAI-IW OF SAI.INAS

STATEM ENT OF NET ASSErs

FoR THE FrscAL YEAR ENDEDJUNE 30,2010

Governmental

Activities

t-tAstuTtEs:

Bank overdraft ..................

Accounts Payable and Accrued Expense.........-.........

Accrued lnterests.............

Due to Governmental Actrvrties...............-....-....,.-.

claims & Judgments.........

oeferred Revenue,,,,,,,.,,,

Long-Term l-iabilities {Note 10}:

0ue within One Year........

Due in More than One Year,...,....................................

260,159

2,801,092

197,093

120,904

464,704

246,929

25,256

4,126,137

Capital Assets (Note 8):

Land and Construction in Pro9ress............................... 7,321,830

OtherCapital Assets, (Net of Depreciation)................ 9,467,818

Total Capital Assers.......... 16,795,648

20,922,38s

311,343

2,568,442

120,561

4028,108
166,653

732,102

1,372,933

11,076,614

26,177,396

NET ASSETS

lnvested in CepitalAssets, Net of Related Debt 14,030,644

1,075,636

2,818,549

See accompanying Notes to Basic F ina ncia I Statements.

11
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SALINAS

STATEMENT oF AcrvrrEs
FoR THE FIscAt YEAR ENDEDIUNE 30,2O1O

Opelating Capital

Charg€s Grants and craots and Net{Expens€)

ForSeruices Contributions Contributions Revenue

t

Governmental adlvitl€s:

General Government......................-...

Public Safety.............................-...........

Public Works........-..-.-..-......-.-.....-........

Cuhure and Recrcation..........-......-.....

Human Services and welfarc....-.....-..

Urban Deve1opment............................

Education..............................................

lnterest on Long Term Debt.........--....

Total Governmental activities.......

5 (6,249,s20) S

l!,492,921)
(4,640,1s7J,

lt,25o,87Zl
12,491,2L41

(550,354)

(219,19s)

(281,89s)

$

81,289

3,11a

4t5,797

L745,545
zza,a!6

11,830

46,472

s 15,249,520)
- 17,4n,632)

(4,62s,809)

- (1,250,A12')

- l!,627,671)
616,308 2,451,539

- 9,627
(281,895)

_!_117r]]:lr8t _t__:!s, _t__M1!91 _!___919$ (12,s86,17e1

2,294,257
7,720,547

1,O44,460

360,458

L,785,]'47

1,626,338

5,267,492
84,346

305,962

Propertv Tares......................

Prcperty Iaxes, levied for Debt Seruices....................-........-,,,,.,,,.

Saler Tarp(......... ..................

5aresTaxes,leviedforOebtSetuices.....................................
Munrcrpal L(eqse laxes.......

licenses, Perm r(dnd Other to.al raxes.. ........

htergove'nment.l
Rent........................................

Mit(e11ancour.......................

Toial Generar Revenues.......

CHANGE IN NEI ASSETS...,..

Net Assets . Beginnrng oIYe

NEI AssETS. END OF YEAR

13,293,407

L,

I

t,

707,222

\6,!62,2331

I (s,455,011)

See accompanying Notes to Basic Financial Statements.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.IW OF SAI-INAS

REcoNcrLraTloN OFTHESTATEMENTOtREVENUES,ExPENoTTURES,ANDCHANGES

IN FUND BALANCE OF GOVERNMENIAI FUNDS TOTHE STATEMENl OT AfiIVITIES

FORTHE FIsCAI. YEAR ENDEDJUNE 30,2O1O

Total Fund Balances -Governmental Funds (Page 12)

Amounts reported for Governmental Activities in the Statement of Net Assets are different because:

CapitalAssets used in governmental activities are notfinancial resources and therefore are

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

NonDepreciableCapitalAssets......................... S7,327,830
Depreciab|eCapita1Assets.......................................................-... 11,135,535

lnfrastructure Assets.-. 5,049,188
Accumulated Depreciation................................ (6.717.9051

Total capital Assets..... L6,795,64a

s (3,981,s08)

180,396

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

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

the funds:
Municipal

Some liabilities are not due and payable in the current period and therefore are not reported
in the funds. Those liabilities consist of:

General Bonds and Notes Payable......-..-.............-.......-................. 10,163,750

Compensated Absences ................................... 1,243,920
Property Tax Debt - Law 42 ................................. L,019,O72

Property Tax Debt - taw 146 ............................... 2LL,563
tlMS Repayment Plan.. 64,230
claims & Judgments.... 1,408,662

Landfill Closure and Post-Ctosures Costs............ 4,073,592
state Department of Labor- Debt Agreement .. 241,509
PropertyTax Advances.

TotalLong-Term 1iabi1ities................................. 1f8,449,547\

Total Net Assets of Governmental Activities (Page 10) ...................................... 515455.0111

See accompanying Notes to Basic FinancialStatements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATIIY OF SALINAS

STATEMENT OF RwENUE ExaENotTURE5,AND CHANGES

IIT FUNO BALANCE . GOV'RI{MEI{IAL FUNOs

FoR THE TTSCALYEAR ENDEO jUNE30,2010

Net ChanBe in Fund Balan.es - Total Governmental Funds (Page 13) 5 723,tol

Amounts reported for GovernmentalActivities in the Statement ofActivities
are different because:

Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities the cost ofthose assets js allocated over thek estimated useful lives and reported
as depreciation expense. ln the current period, these amounts are:

Urban Development and Capital Out|ay........... S 3,395,166
Depreciation Expense.. (511.940)

Excess ofcapital Outlay over Depreciation Expense............... 2,AA?,226

Revenues in the statement of activities that not provide current financial resources are
not reported as revenue in the funds............... 180,395

Debt proceeds provide current financial resources to governmental funds, but issuing debt
increases long- term liabilities in the Statement of Net Assets. In the current period,
these amounts are:

General obligation bond (2,670,000)

Repayment of debt proceeds principal is expenditLrre in the governmental funds, but the repayment
reduces Long-Term Liabilities in the Statement of Net Assets. ln the current yearthe
repayments were......... 1.065,379

Some expenses reported jn the Statement ofActivities do not require the use of current
financial resources and therefore are not reported as expenditures in Bovernmental funds.
These activities consist of:

lncrease in Compensated Absences...-..........-.... 153,4761
Decrease in Property Tax Debt - taw 42............ 20,494
Decrease in Property Tax Debt - Law 145.......... 9,611
Decrease in LIMS Repayment P1an..................... 39,787
lncrease in Landfill Closure and Post-Closures Costs..................... -141,a7L)
lncrease in State Department of Labor- Debt Agreement............. \710,4221
Decrease in Property Tax Advances................... 4,650
lncrease in Claims and Judgements ................... 11.,243.6611

TotalAdditionalExpenditures........................... 11.414,882)

Change in Net Asseis ofGovernmental Activities (Page 11) ........................,....,.

See accompanying Notes to Easic Financial Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF SAI.INAS

NorEs To T8E BAsrc FTNANc|aLSTATEMENTs (CoNTTNUED)

FoR THE FISCAL YEAR ENDED IUNE 30,2O1O

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POI.ICIES

The Municipality of Salinas, Puerto Rico (Municipality) is a local Eovernmental with full legislative, fiscal

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

amended, known as the Autonomous Municipolity Act of the Commohweolth of Puerto Rico (Law No. A1).

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 ofthe
execltive, legislative and judicial branches. A Mayor, elected every four years by the citizens, exercises

the executive power of the Municipality. The legislative power is exercised by the Municipal Legislature,

which is also elected every four years. The GeneralJustice Court System ofthe Commonwealth, which has
jurisdiction over the 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
development, and many other Seneral and administrative duties.

The accounting policies of the Municipality 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 accompanyin8 basic finanaial statements of the Municipality have been prepared in conformity with
accountin8 principles generally accepted in the United States of America (GMP) 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 updates its codification of the
existing Governmental Accounting and Financial Reporting Standards which, along with subsequent GASB

pronouncements (Statements and lnterpretations) constitutes GAAP for governmental units.

ln June 1999, GASB issued Statement No. 34 Easic Findnciol Statements - ond Monogefient's Discussion

dnd Anolysis - fot Stote and Locol 9overnments (GASB No. 34). This statement established new financial
reporting requirements for state and local governments. On July 1, 2002, the Municipality adopted the
provisions of GASB No. 34 as well as other statements referred to below.

The accompanving 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

ofJune 30,2010, and forthe fiscalyearthen ended. The more significant ofthese accounting policies are

described below and, where appropriate, subsequent pronouncements will be referenced.

According to the new financial reporting model established by GASS No. 34, the minimum required

financial statement presentation applicable to the Municipality is composed ofthe following elements: (1)

gove.nment-wide financial statements (GWFS), (2) governmental fund financial statements (GFFs), (3)

notes to basic financial statements, and (4) required supplementary information (RSl).
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COMMONWEAI,TH OF PUERTO RICO

MUNICIPAI.IW OF SALINAS

NoTEs To THE BASIC FINANCIAL STATEMENTS (CoNTINUEo)

FoR THE Frscar. YEAR ENoED luNE 30,2010

NOTE 1- SUMMARY OF STGNTFICANT ACCOUNTTNG POLtCtES {CONTTNUED)

The required supplementary information, which consists of a management discussion and analysis
(MD&A), is information presented along with, but separate from, the Municipality's basic financial
statements. The MD&A is a narrative report that introduces the accompanying basic financial statements
and provides an analytical overview of the Municipality's financial a€tivities for the year ended June 30,

2010, based on the Muni€ipality's knowledge of the transactions, events and conditions reflected in the
basic financial statements. The MD&A also highiights certain key fiscal policies that control the
Municipality's operations.

As previously mentioned, on July 7,2OO2, other statements and interpretations were also adopted in
conjunction and simultaneously with GASB No. 34. Those statements and interpretations are: (1) GASS

Statement No. 33 - Accounting ond Finonciol Reporting lor Nonexchonge Trcnsoctions, l2l GASB

Statement No. 37 - Bosic Financiol Stdtements - and Monogement's Discussion ond Anolysis - fot Stote
ond Locol Governments: Omnibus, (3) GASB Statement No. 38 - Certor, Finonciol Stotement Note
Disclosures and 14) GASB lnterpretation No. 6 - Recognition ond Meosurefient of Certdin Liobilities and
Expenditures in covefimentol Fund Finonciol Stotements.

6A58 No. 34 also required that the accounting for all governmental activities reported in the 6WFS be

based on applicable pronouncements issued by the Financial Accounting Standards Board (FASB) and its
predecessor bodies, such as the Accounting Principles Board (APB), issued on or before November 30,
1989, provided those pronouncements do not conflid with or contradict GASB pronouncements.
Accordingly, in conjunction and simultaneously with the adoption of GASB No. 34, the Municipality also
adopted the following pronouncements: (1) APB Opinion No. 20 - Accounting Chonges, 12) APg Opinion
No. 21 - lntetest on Receivobles ond Pdyobles, (3) FASB Statement No.5 - Accounting for Contingencies
and (4) FASB Statement No- 16 - Prior Period Adjustments. fhe Municipality has elected to not apply all
statements and interpretations issued by FASB after November 30, 1989.

A. Financial Reporting Entity

The accompanying basic financial statements include all departments and organizations units whose
funds are under the custody and control of the Municipality. ln evaluating the Municipality as a reporting
entity, management has addressed allthe potential component units. The decision to include a potential
component unit inthe reporting entitywas made by applyingthe provisionsofGASBS 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 organizationsforwhich the nature and significance
of their relationship with the entity are such that exclusion would cause the Municipality's financial
statements to be misleading or incomplete. The GASB has set forth criteria to be considered in
determining financial accountability. These criteria include appointing a voting majority of an

organization's Boverning body and (1) ability of the Municipality to impose its will on that organization or
(2) the potential for the organization to provide specific financial benefits to, or impose specific financial
burdens on the Municipality.
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NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES (CONTINUED)

The relative importance of each criterion must be evaluated in light of specific circumstances in order to
determine which components units are to be included as part of the reportin8 entity. The specific
evaluationsofthe criteria applicable tothe Municipality 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, 2010, and
the respective changes in flnancial position, where applicable, thereoffor the fiscalyear then ended.

B. Measurement Focus and Basis ofAccounting

Governmeni-Wide Financial Statements

The government-wide financial statements (the Statement of Net Assets and the Statement of Activities)
are reported using the economic resources measurement focus and the accrual basis of accounting.

COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SALINAS

NoTEs To THE BA5IC FINAI'ICIAI. STATEM ENTS (CoNTINUED)

FoR THE FTSCALYEAR ENDEoJUNE 30, 2010

Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Grant and similar items are recognized as revenue as soon as all eligibility
requirements have been met.

Governmental Fund Financial Staiements

The governmental fund financial statements are reported using the current financial resources

measurement focus and the modified accrual basis of accounting. Revenues are recorded when
susceptible to a€crual; 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.

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

ln applying the "susceptible to accrual" concept to intergovernmental revenues (federal grants) pirrsuant

to GASBS No. 33, Ac.ounting ond Finonciol Repofting fot Nonexchonge lrorsoctior5 (the Municipality may

act as either provider or recipient), the provider should recognize liabilities and expenses and the
recipient should recognize receivables and revenue when the applicable eligibility requirements including
time requirements, are met. Resources transmitted before the eligibility requirements are met should,

under most circumstances, be reported as advances by the provider and deferred revenue by the
recipient.

There are essentially two types of revenue. For some grants, funds must 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 accrualcriteria is met.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OT SALINAS

NorEs To THE BAStc FtNANctar STATEMENT5 (CoNTINUED)

FoRTHE Frscal YEAR ENDEDJUNE 30,2010

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES {CONTINUED)

Expenditures are Benerally recorded when a liability is incurred, as under accrual accounting

Modifications to the accrual basis ofaccounting include the following:

* Employee's vested annual vacation and sick leave is recorded as expenditure when utilized. The

amount of accumulated annual vacation and sick leave unpaid at lune 30, 2010, has been reported

onlV in the government-wide financial statements.
* Landfill closure and post-closure costs are recorded as expenditure dlring the estimated life of the

landfill. The amount of these costs during fiscal year 2009-2010 has been reported only in the
government wide financial statements.

.:. Claims and judgments are recorded as expenditure when incurred. The amount of claims and

judgments unpaid at June 30,2010, has been reported only in the Sovernment-wide financial

statements

C, FinancialStatementPresentation

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

fund financial statements. While the previous financial reporting model emphasized fund types (the total

of all funds of a particular type), in the new financial model the foctls is on either the Municipality as a

whole, or major individual funds (within the basic financial statements). Both the governmeni_wide and

fund financial statements (within the basic financial statements) categorize primary activities as either
governmental or business type,

Government-wide Financial Statements

The government-wide financial statements (the Statement of Net Assets and the Statement of Activities)

report information of ali 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 intergovernmental revenues, are reported separately from business-

type adivities, which relyto a significant extent on fees and charges for support

The focus of the Statement of Net Assets is designed to be similar to bottom line results for the

Municipality and its govemmental activities. This statement combines and consolidates governmental

fund's current financial resources {short_term expendable resources) with capital assets and lonS-term

obligations.

The Statement of Net Assets presents the reporting entities'assets and liabilities, with the difference

reported as net assets. Net assets are reported in three categories:

+ lnvested in Capital Assets. Net of Related Debt - These consists of capital assets, net of accumulated

depreciation and amoftization, and reduced by outstanding balances for bonds, notes, and other debt

that are attributed to the acquisition, construdion, or improvement ofthose assets.
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPAI.ITY OF SALINAS

NorEs To THE Bastc FtNANclat STATEMEI{I5 (coNTlNUEo)

FoR THE Flscal YEAB ENDEDIUNE 30,2010

NOTE 1- SUMMARY OF SIGNIfICANT ACCOUNTING POLICIES (CONNNUED)

C. Finanaial Statement Presentation (Continued)

.:. Restricted Net assets - 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.

.1. unrestricted Net Assets - These consists of net assets which do not meet the definition of the two

preceding categories. Unrestricted net assets often are desiSnated, to indicate that management does

not consider them to be available for general operations Unrestricted net assets often have

constraints on resources that are imposed by management, but can be removed or modified'

When both restricted and unrestricted resources are available for use, generally it is the Municipality's

policy to use restricted resources first, then the unrestricted resources as they are needed-

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

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

capital grants. This is intended to summarize and simplify the user's analysis of cost of various

governmentalservices-

Governmental Fund Financial Statements

The fund financial statements {the Balance Sheet and the Statement of Revenues, ExpenditLrres, and

Changes in Fund Balances) are, in substance, very similar to the financial statements presented in the

previous financial reporting model- Emphasis here is on the major funds in the Sovernmental category'

Non-majorfunds are summarized into a single column.

Traditional users of governmental financial statements will find the Fund Financial statements

presentation more familiar. The focus is on Major Funds, rather than the previous financial model's fund

types. The Governmental Maior Fund Statements are presented on current financial resources and

modified accrual basis of accounting.

This is the manner in which these funds are normally budgeted. This presentation deemed most

appropriate to (a) demonstrate legal and covenant compliance, (b) demonstrate the source and use of

liquid resources, and (c) demonstrate how the Municipality's actual experience conforms to the budgeted

fiscalplan.

since the governmental fund statements are ptesented in a different measurement focus and basis of

accounting than the government wide statements, reconciliation is presented and a separate explanation

for each differences.

The Muni€!pality reports lts financial position {Balance sheet) and results of operations (statement of
Revenues, Expenditures and changes in Fund Balance) in funds, which are considered separate accounting

entities. The operations of each fund are accounted for within a set of self-balancing accounts. Fund

accounting segregates funds according to their intended purpose and is used to aid management in

demonstrating compliance with legal, financial, and contractual provisions.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI-IW OF SATINAS

NorEsTo THE BAslc FINANcIAL STATEMENTs (CoNTINUED)

FoRTHE FISCAL YEAR ENDED IUNE 30,2O1O

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (CONTINUED)

C, Financial Statement Presentation (Continued)

The new model as defined in GA5BS No. 34 established criteria (percentage of the assets, liabilities,

revenues, or expenditures/expenses of either fund category in the governmental fund) for the

determination of major funds. The non-major funds are combined in a single column in the fund financial

statements. The Municipality reports the following major funds:

General Fund - This is the Eeneral operating fund of the MunicipalitY. lt is used to account for all

financial resources, except those required to be accounted for in another fund.

State Assienment Fund - This is the fund used to account for all the transactions of the State

Assignment by Legislature Resolutions. The primarily objectives of this assignments is the

development of projects on communities, not_for-profit organizations and indirect assignment to
persons of low and moderate income

lgelqlEglg - This is the fund used to account for all flnancial resources and transactions related to the

loans for operational purposes, construction purposes and capital outlays ofthe Municipality, which is

financed by loans from the Government Development Bank of Puerto Rico.

9g!!-5gy!!c-E!!d - This is the fund used to account for the accumulation of resources for and the

payment of general long_term debt principal, interest, and related costs.

gggqEgg! - CDBG Fund is used to account for revenues derived from the Department of Housing

and Urban Development, related to Community Development Block Grants - State Program.

D, Finanaial Reporting Presentation

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

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

balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditu.es Fund

types are as follows:

General Fund - ls the general operating fund of the Municipality. lt is used to account for all

governmental activity, except those required to be accounted for in another fund.

Soecial Revenue Fund- This is the fund used to account for revenues derived from local funds, state

grants or other restricted revenue sources. The uses and limitations of each special revenue fund are

specified by Municipality's ordinances or state statutes.

Debt Service Fund - This is the fund used to account for the accumulation of resources for and the

payment of, Seneral long-term debt principal, interest, and related costs.

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 projects fund are

specified by Municipalitys ordinances or state statutes.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATIW OF SAI.INAS

NoTES TO THE BASIC FINANCN! STATEMENIS (CONTINUEO)

FoR THE FrscAL YEAR ENDEDJUNE 30,2010

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Budgetary Control

The Municipallty annually adopts the Budget Resolution for all operating funds ofthe Municipality except

for certain restricted accolnts of Proprietary Funds and Special Revenue Funds. Budgetary control is

legally maintained at the fund level. The budget is prepared using the modified accrual basis ofaccounting

with encumbrance included as budgetary basis expenditures. The Municipality's Budget Resolution

provides transfer authority (1) to the Mayor, within and between departments and flrnds, as long as the

total budget of the Municipality (net of interfund transfers) is not increased; (2) to the Finance Director to

implement grant budgets as the grant applications are accepted by the Municipality; and {3) to the

Finance Director to amend (re_appropriate) each new yea/s budget, to the extent of outstanding

encumbrances, and/or unexpended project/8rant appropriations at year end- Municipality's Legislature

action is required for (1) use of the budgeted Legislature contingency, and (2) the approval of
supplemental appropriations. During the year, several supplemental appropriations were necessary.

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

original budget and the amended budget (which have been adjusted for leBally authorized revisions ofthe
annualbudgets duringthe year). Appropriations, except remaining projed appropriations, encumbrances,

and unexpended grant appropriations, lapse at the end of each fiscalyear.

Amendments to the budget, including transfers, require the approval of the Municipal Legislature.

Unencumbered appropriations lapse at the end of the next fiscal year. The Municipality follows these

procedures, in accordance with law, in order to establish the budgetary data reflected in the basic

financialstatements:

1. Prior of May 31 of each fiscal year, the Mayor submits to the Municipal Legisiature a proposed budget

for the fiscalyear commencing the followingluly 1 in addition of a budget message;

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

Legislature;

3. The Commissioner of Municipal Affairs examines the budget to verify if it complied with the law's

standards and sends it to the Mayor for any comments or recommendation before the limited date

establishes bY the Law;

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

ordinance;

5. lf a budget is not adopted prior to the end of the end of the fiscal year, the annual budget for the
preceding flscal year, as approved by the Municipal Legjslature and the Mayor, is automatically

renewed for the ensuing fiscal year until a new budget is approved. This permits the Municipality to
continue making payments for its operating and other expenses until the new budget is approved;

6. S!bsequent to the enactment of the annual appropriation ordinance, the Municipal Legislature has

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

budget information included in the Budgetary Comparison Schedule - General Fund;

l
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

NoTEs To THE BAsIc FINANCIAT STATEMENT5 (COMIINUED)

FoRTHE FISCAI YEAR ENDED JUNE 30,2O1O

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTINC POLICIES (CONTINUED)

E. Budgetary Control (continued)

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 project and

not on an annualbasis.

Since the budgetary basis differs from accounting principles generally accepted in the united States of

America (GAAP), actual amounts for the General Fund in the accompanying Budgetary Comparison

Schedule, is presented on the bud8etary basis to enhance comparability

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

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

balances under GMP.

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

basis and as otherfinancinB sources under GMP.

3. lnterfund transactions ofthe General and Special Revenue Funds are not included in the budgetary

basis.

Certain accrued liabilities and other debts are not included in the budgetary basis

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

budgetary data.

All encumbrance appropriations in the operating budget lapse at the end ofthe fiscalyear' Property taxes

collected during the current year by the Municipal Revenue Collection center (Fiscal Agent) are presented

as revenues in the accounting basis but are not considered in the budgetary schedule.

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

because batances 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.

Accordinglv, it's not practical to present an annuai comparison of budget for such programs

F. Cash, Cash Equivalent and lnvestment

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

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

combined funds of the Municipality and, accordingly, it is not practical to disclose certificates of deposit

and other short-term investments individually bV 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 Revenue, Debt Service and Capital Project Funds are .estricted;

accordingly, resources available were not used for pool investments.

i
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

NoIES TO THE BA5IC FINANCIAL STATEM ENTS ICONTINUED}

FoRTHE FISCAI. YEAR END€DJUNE 30, 2O1O

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POTICIES (CONTINUED)

F. Cash, Cash Equivalent and lnvestment (Continued)

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

commercial 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 a5 collateral are held by agents designated by the Commonwealth's Secretary of the

Treasury, but not in the Municipality's name.

Cash with fiscalagent represents property tax collections retained by the Municipal Revenues Collection

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

custodian account bythe Government Development Bank ofthe Commonwealth of Puerto Rico.

Cash balance recognized in the Debt Service Fund is restricted for the payment of the Municipality's

obligations, and others are restricted for specific proiects, such as the acquisition or construction of
permanent improvements. The sinking fr.lnd is maintained bY the Governmental 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

Receivables 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
federallv funded programs.

H. lnventories

The General, Speclal Revenue and Capital Project Funds, purchases office and printing supplies, gasoline,

oil and other expendable supplies held for consumption. The cost of purchases is recorded as expenditure

in the appropriate fund and the inventory is not recorded in the basic financial statements.

l. CapitalAssets

Property, plant and equipment purchased or acquhed is carried at historical cost or estimated historical

cost. contributed assets are recorded at fair market value as of the date received. The Municipality's

capitalization levels are S5OO on personal property. For improvements other than buildings, the capital

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

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

incutred.
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NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (CONTINUED)

l. capitalAssets(Continued)

Deprecjatlon on all assets is provided on the straightiine basis over the following estimated useful lives:

CapitalAssets Years

Buildings and site improvements
lnfrastructure
Vehicles
Machinery and equipment

L Long-Termobligations

The liabilities reported in the government-wide financial statements included general and special

obligation bonds and notes, and other long_term liabilities, such as vacation, sick leave, litigation, long-

term liabilities to other Sovernmental entities.

ln the fund financial statements, governmental fund

current period. The face amount of debt issued is

issuance costs, whether or not withheld from the
exPenditures.

K compensated Absences

types recognize bond issuances cost, during the
reported as other financing sources, while bond
a€tual debt proceeds received, are reported as

The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-related

costs when earned (or estimated to be earned) by the employee The Municipaliq/s employees are

granted 30 days of vacations and 18 days of sick leave annually Vacations may be accumulated up to a

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

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

from employment prior to use of all or part of the sick leave terminates all rights for compensation,

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, whi€h meet the following criteria:

1. The Municipality's obligation relating to employee's rights to receive compensation for future

absences is attributable to employee's services already rendered,

2. The obligation relates to rights that vest or accumulate.

3. Payment ofthe compensation is probable

4. The amount can be reasonably estimated-
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NOTE 1_ SUMMARY OF SIGNIFICANT ACCOUNTING POTICIES (CONTINUED}

K, CompensatedAbsences(Continued)

ln accordance with the above criteria and requirements as established by GASBS No. 16; the Municipality

has accrued a liability for compensated absences, which has been earned but not taken by Muni€ipality's

employees. For the government-wide statements, the current portion is the amount estimated to be used

in the following 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 level and government-wide presentations.

The following is a summary of changes in the balance of Compensated Absences for the fiscal year ended

June 30, 2010.

L. lnsurance

The Municipality has insurance coverage for its public facilities, primarily to provide protection from

catastrophic iosses. Also, principal officials of the Municipality are covered under various surety 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 payable are

withheld by the Municipal Revenue Collection Center from quarterly advances ofannual property tax and

subsidy send to the Municipality.

M. lnterfund Transaalions

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

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

Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund and reduces

its related cost as a reimbursement, All other interfund transactions are treated as transfers. The

Municipality has the followingtypes of reciprocaland nonreciprocal interfund activities:

, !$edC!C-l93!g - Represent amounts provided with a requirement for repayment, which are

recorded as "due from" in the lender governmental fund and "due to" in the borrower governmental

fund. lnterfund receivables, which are not considered currently available financial resources, are

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 transfer from the governmental fund that made the loan

BALANCE

JULY 1. 2OO9

s1J90444

NEW ISSUES

s53lz6

RETIREMENTS

AND
CURRENT

MATURATES

BALANCE

JUNE 30.2010

51243.920

CURRENT

PORTION

LONG-TERM

PORTION

5LL!3A37s,uo^4-83
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NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (CONTINUED)

M. lntertund Transactions (Continued)

.! lniedund transfers - Represent flows of assets (permanent reallocation ofrinancial resources among

governmental funds) without equivalent flows of assets in return and without a requirement for

aepayment. Transfers are reported as other flnancing uses in the governmental fund making transfers

and as other financing sources in the governmental fund receiving transfers.

€. lnterfund reimbursements - Represent repayments from the governmental fund responsible for
particular expenditures or expenses to the governmental fund that initially paid for them.

N. Reseruations of Fund Balance - Governmental Funds

Reservations offund balance in the fund financial statements represent portions offund balances that are

legally segregated for specific ftture use or are not appropriated for expenditure. The Municipality has

the following reservations offund balance:

.:. fncumbranaes - Represent future expenditures under purchase orderS, contracts and other

commitments. These committed amounts generally will become liabilities in future periods as the
goods or services are received.

* Debt Service Fund Represents net assets avaitable to finance future debt service payments. The

governmental fund financial statements present fund balance reserves for those portions of fund

balance (1) not available for appropriation for expenditures or (2) legally segregated for a specific

future use. The rese es for related assets such as inventories and prepayments are examples of the

former.

.:. Other Purposes - Represents net assets available for specific use and/or legally segregated for other

specificfuture use.

o. Claims andJudgments

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 General Fund. The Long_Term Liabilities includes an

amount estimated as a contingent liability or liabilities with a fixed or expected due date, which will

require future available financial resources for its payment.

P. Use of Estimates

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

accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of €ontingent assets and liabilities at

the date of the basic financial statements and the reported revenue and expenses during the reporting
period. Actual result could differ faom those estimates.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES {CONTINUED)

Q. Accounting for Pension Costs

ForthepurposeofapplyingtherequirementsofGASBstatementNo.2T,AccountingfolPensionsbystote
ond Loial Government Employers (GASB No. 27), the state government of the Commonwealth of Puerto

Rico is considered to be the sponsor of the Employees' Retirement system of the Government of Puerto

Rico and its tnstrumentalities (ERS) and System 2OOO, a multiemployer cost-sharing defined benefit

pension plan and a hybrid defined contribution plan, respectively , in which the employees of the

Municipalityparticipate.TheMunicipalityisconsideredaparticipantandnotasponsor,ofthese
retkement systems since the majority of the participants in the aforementioned pension trust funds are

emplovees of the commonwealth of Puerto Rico and the basic financial statements of such retirement

,yrt"aa,r" part of the financial reporting entityofthe Commonwealth of Puerto Rico Accordingly, no

portion of the net pension obligation (NPo) related to ER5 has been allocated to the Municipality in the

accompanying basic financial statements. The basic financial statements of the commonwealth of Puerto

Rico report the total amount of the net pension obligation of ERS, including any amount that may

correspond to the MuniciPality

The Municipality accounts for pension costs from the standpoint of a participant in a multiple-employer

cost-sharinS plan. Accodingly, pension costs recognized in the accompanying basic financial statements

are equal to the statutorily required contributions, with a liability recorded for any unpaid required

contributions.

R. Risk Financing

The Municipality carries commercial insurance to cover casualty, theft, tort claims and other losses.

lnsurance policies are negotiated by the Puerto Rico Treasury Department and costs are allocated amonE

allthe Municipalities of Puerto Rico

Cost of insurance allocated to the Municipality and deducted from the gross property tax collections by

the Municipal Revenue Collection center ('cRlM") for the year ended lune 30,2010 amounted to

s155,872. The current insurance policies have not been cancelled or terminated. The cRlM also deducted

S139,483 for workers compensation insurance covering all municipal employees'

S. FutureAdoption of AcaountingPronouncements

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

.:. GASB Statement No. 54, Fund Bolance Repotting ond Governfientol Fund Type Definitions. this
statement chanSes the classification and terminology of fund balances and amends the definitions of

the different types ofgovernmentalfunds. This statement is effective for periods be8inning after lune

15, ZO10;

The Municipalitys management has concluded that the future adoption of these GASB statements will

impact the Municipality's basic financial statements.
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NoTEsTo THE BAsrc FrNANcraL ST TEM ENTS (CoNTINUCD)

FOR THE FISCAI YEAR ENDED IUNE 30,2O1O

NOTE 2 - CASH AND CASH EQUIVALENTS

The Municipality maintains its deposits in various commercial banks located in Puerto Rico and

Government Development Bank for Puerto Rico (GDB). Proceeds from bonds and funds related to certain
grant awards are required by law to be held with GDB.

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 4O), Deposit ond
lnvestment Risk Disclosure, on Amendment to GASB Stdtement No.3. This statement requires that state
and local governments disclose essential risk information about deposits and investments. The risk that
applies to the Municipality is the custodial risk.

Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank failure, the
Municipalitty's deposits may not be recovered. Pursuant to the Stotement of lnvestment Guidefines Jor
the Government ofthe comfionweolth of Puerfo RLo the balances deposited in commercial banks by

the Municipality are insured by the Federal Deposit lnsurance Corporation (FDIC) generally up to a

maximum of 5250,000 per depositor. ln addition, public funds deposited in commercial banks by the
Municipalitv are fully securities pledged as collateral are held, in the Municipality's name, by the
agents of the Commonwealth's Secretary of Treasury. Deposits with GDB are uninsured and

uncollateralized. However, no losses related to defaults by GDB on deposit transactions have been

incurred by the Municipality through lune 30, 2010. Therefore, the Municipality's management has

concluded that at June 30, 2010 the custodial credit risk associated with the Municipality's cash and
cash equivalents is considered low.

The Municipality's bank balances in commercial banks of 53,666 in the State Assignment fund,51,247 in

the Loans fund and 520,199 in coBG fund were fully collateralized at lune 30, 2010. ln the other
governmental funds there were deposits with commercial banks of S235,647 that were fully
collateralized.

The deposits at GDB of 539,700 in the General Fund, the 51,071,146 in the loans fund, the 51,586,524 in

the Debt service fund, and the 59,722 in other governmental funds, are lnsecured and uncollateralized,

as no collateral is required to be carried by governmental banks.

NOTE 3 _ RECEIVABLES

A. PropertyTaxesReceivables

Property taxes receivable amounting to S180,396 in the General Fund represents contributions from
the Traditionaland Electronic Lottery ofthe fiscalyear 2009-2010, not collected by the Municipality at
June 30, 2010. In addition, property taxes receivable in Debt Se.vice Fund in the amount of S16,697
represents advances from fiscal year 2009_2010, not collected by the Municipality at lune 30, 2010.
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NOTE 3 _ RECEIVABIES (CONTINUED)

B. sales Tax Receivables

As described below in Note 14, the Municipal legislature approved the imposition of the municipal
sales and use tax during fiscal year 2006-2007. lndividuals, organizations and entities subject to colled
the municipal sales and use tax must file a tax return to the Mun;cipality. Tax is due each 20th day of
each month based on tax collected in the preceding month. Therefore, sales tax receivable of592,928
in the General Fund and 527,976 in the Debt Service Fund represents the amounts due by the
taxpayers at June 30, 2010.

- C. FederalGrants Receivable

Federalgrants receivable in the CDBG fund and in other governmentalfunds represent expenditures
' incurred not yet reimbursed by the federal agencies or the pass-through grantors. Following is a detail

of the federalgrants receivable:

Description Amount

- D. State Government Receivables

Community Development Block Grant -
State Program

Child and Adult Care Food Program

Brownsfield Grants

Total

s 427,0s6
31,O54

4,594

s 468JOl

State government receivables in other Bovernmental funds represent expenditures incurred not yet
reimbursed by the state agencies. Following is a detailofthe state government receivables:

Governmental Entity Amount

Department of Labor and Human
Resources- Law 52 S 150,314

Department of Labor and Human

Resources-Lawg 96,515

Total 5 ]&28
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NOTE 3- RECEIVABLES (CONTINUED)

E. Oue From Other funds

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

GeneralFund

GeneralFund

CDBG Fund Payroll and related accruals paid

and not reimbursed

Other Governmental Funds Payroll and related accruals paid

and not reimbursed, and other
reimbursable expenditures

11,899

State Assignment Fund

Loans Fund

Other Governmental
Funds

Total

Reimbursable expenditures

Reimbursable expenditures

Cash poolin the same bank

aacount and reimbursable
cxpenditures

General Fund

6eneralFund

General Fund

392,495

7,377,794

11,500

325,416

s2.053J!!4

F. Other Receivables

Other receivables in other governmental funds, for the amount of 525,255, represent Section 8 Housing

Choice Vouchers receivables at June 30, 2010, resultinE from fraud recoveries.
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NOTE 4_ CAPITAL ASSETS

Capitalassets; those with an estimated useful live ofone year or more from the time of acquisition by the

Municipality and a cost ofS25 or more, are primarilyfunded through the issuance of long-term bonds and

loans. A summary of capital assets and changes occurring in 2010, including those changes pursuant to

the implementation of GASB Statement No. 34, follows (Land and construction in progress are not subject

to depreciation):

Balance

luly 1, 2009

As Restated

Retirements/
additions Reclassifications

Balance

6overnmental Activities

Capital asset, not being depreciated:

Land

Construction in Progress

Tolal capital assets not being depre(iated

Capital assets, being depreciated:
Buildings

Machinery and equipment

Total capital assets being d€pr€ciated

Less accumulated depreciation for:
Buildings

Machinery and equipment

Total accumulated depr€ciation

Total capital assets being depreciated, net

Governmental activities capilal assets, net

614,536
7,704,947

47,976

2.421.439

(183,689)

1143,2601
(s6,684)

{128.307)

(6.20s,965) (511.940)

6.762.779 1.909.499

sEi12A22 s2.883226 s - t 15,795.648

lune 30,2010

s s,893,6s8
1.255,985

1,149.643

6,970,923

2,544,661
1,122,724
2.327.036

12.964.744

(2,489,s31)
(679,811)

(1,013,671)
i.2,o22,9521

s 973,727

973.727

S (79s.s41)

{79s.s41)

795,541

$ 5,893,6s8
7,434,171

7.321.929

8,441,000

4,253,644
1,164,O40
2.321,036

rc.its:zq

12,673,22O)

{823,071)
(1,070,3ss)
(2.1s1.2s9)

l.6,717.g0s)

9.4 ,419

195.541
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NorEs To THE BAslc Ft ANctaL STATEMENls (CoNllNUED)
FORTHE FISCAL YEAR ENDED JUNE 30,2O1O

NOTE 4 - CAptTAt- ASsfiS (CONTTNUED)

Depreciation expenses were charged to governmental functjons/progGms as follows:

Governmental activities Amount

Generalgovernment
Urban development
Education

Public Safety
Public Works
Culture and Recreation
Human services and welfare

Total depreciation erpenses

5 128,833
77,599

43
37,177

208,053
65,962

273

t 511t40

GASB Statement No. 34 requires to retroactively applying the aequirements to major general
infrastructure assets within at least four (4) years of the adoption of this pronouncement, which is not
laterthan June 30, 2007. The Municipality has not complied with this requirement.

NOTES_BANKOVERDMFT

The bank overdraft of s311,343 in the General Fund was the result of the adjusted cash balance at June
30, 2010, ofthe Municipality's current account, payroll account and other mis€ellaneous accounts.

NOTE 5_ACCOUNTS PAYABLE ANO ACCRUTD EXPTNSES I.IABILITIES

accounts payable and accrued expenses liabilities in Bovernmental fund financlal statements represent
expenditures incurred during fiscal year 2009-2010, and not paid by the Municipality at June 30, 2010.
Following is a detailofthese accounts payable and accrued liabilities:

or GovernmentaI Funds
Accounts
Payable

5 1,467,t4o
2,'100

435,356
17.991

s 1t23J87

Accrued
Liabilities

5110,29s

5 110295

Total

S 1,s77,43s
2,700

435,356

s2.033.4t2

General Fund
State Assignment Fund
CDBG Fund

Other Governmental Funds

Total
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NOTE 7- DUE TO OTHER GOVERNMENTAL UNITS

As of june 30, 2010, balance due to other governmental units consists ofthe followint:

Governmental Agencv Amount

Puerto Rico Aqueduct and Sewer Authority
State lnsurance Fund Corporation
Governmental Development Eank

State Department of Treasury
General Service Administration
State Department of [abor
State Retirement System Administration
lnternal Revenue Services
Association of Employees ofthe Commonwealth of puerto Rico

Total S4,02&toa

NOTE 8_ CLAIM ANDJUDGMENTS

Liabilities of S156,553 reported in the general fund represent the balance owed for claims and judgments
atJune 30,2010, as described in Note 19.

NOTE 9. DEFERRED REVCNUES

A. Volume of business tar-The deferred revenues of5640,766 in the GeneralFund relates to volume of
business tax collected in fiscal year 2009-2010 that will be earned in fiscal year 2010-2011.

B. Federal Grants - The deferred revenues presented in Other covernmental Funds represents the
portion offederalgrants received for which qualifying expenditures have not been incurred. Deferred
revenues from the fede ral govern ment are as follows:

Program Oescription Amount

512s,428
57,585

245,02s
1,64L,934

1,085

39,990
1,688,068

160,O71
24,922

Community Services Block Grant
Public Assistance Grants
Special Pro8rams for the Aging

Title t-Part B

Child Care and Development Block
Grant

American Recovery and Re-

investment Act Grant
Brownsfleld Grants

Total

5 7,400

10,286

19.055

45,466
7
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NOTE 10-GENERAT I.ONG.TERM OEBTS

Long-term liability activityfor the year ended lune 30, 2010, was as follows:

Description
Beginning
Balance

gorrowings

or Additions
Payments or
Deductions

EndinE

Ealance
Due Within
One Year

Eonds and Notes Payable

Paope rty Tax Adva nces -
Treasury Department

Property Tax Debt - Law 42
Compensated absences
LIMS Repayment Pian

PropertyTax Debt - Law 146
State Department of [abor

Debt Agreement
Claims and Judgments
Estimated landfill closure and

post-closure care cost

Total

52,670,000 S(1,05s,379) s10,163,7s0S 8,559,129

21,899
1,039,s65
I,L90,444

104,071
227,180

131,086
165,000

3,931,721

515320.042

227,546
L,243,662

74t.871

(4,6s0)
(2O,494)

.39,787)
19,617)

'1.17,123-l

23,249
1,O79,O72

1,243,920
64,230

277,563

241,509

L4O4,662

4,O73.592

S1,o37,soo

4,650
27,782

110,483

42,1a9
9,617

746,172

543i6,555 SI125L050) 518A49841 St372l:!3
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NOTE 10 - GENERAI. LONG-TERM DEBTS (CONTINUED}

A. GENERAL OBI.IGATIONS BONDS AND NOTES

The Municipality issues generar and speciar obli8ation bonds and notes, principally, to provide funds for
the acquisition and construction of major capital facilities, to pay debt incurred in prior vea.s, and to
cover the expenditures of a special event. Bonds and notes payables as ofJune 30, 2010, are comprised of
the following individual issues:

DESCRIPTION AMOUNT

1,245,000

S1,710,000, Series 2004, for operational purposes, payable in semi-annual installments

!- ranging from 530,000 to 5125,000, excluding interests at 6.00%, through July 1, 2028 1,450,000

' 52,24A,0O0, Series 1997, for operational purposes, payable in semi- annual installments
ranging from 555,000 to 5200,000, exclirding interests from 6.00% to 8.OO%, through
luly 7,2017

S1,495,000, Series 2002, for public improvement, payable in annual installments ranging
from 520,000 to S115,000, excluding interests f rom 4.SOo/o to S.3I% through January 1," 2027

52,300,000, Series 1993, for operational purposes, payable in sern!annual installments- ranging from 515,000 to 560,000, excluding interests from 4.375%to 8]5%,through
, October 1,2012

'' 5385,000, Series 2004, for operation purposes, payable in semi-annual installments
ranging from 55,000 to S30,000, excluding interests from S.OO% to 7 .SO%, thrculh

. 
July 1, 2028

, S805,000, Series 2OO4 for operational, payable in semi-annual installments ranging from

. 515,000 to 565,000, exchrding interests from S.OO% to 6.00%, through July 1, 2028

_ 5975,000, Series 2009, for construction purposes, payable in semi-annual installments
ranging from 5220,000 to 5270,000, excluding interests from 7.OO% to 7.50%, through

' luly 1,2012

- 
S755,OOO, Series 2006, for purchase of equipment, payable in annual installments ranging. from 590,000 to 5130,000 excluding interests from 6.60% to 7.25%, through

, July 1,2013

S 1,14o,ooo

468,150

330,000

685,000

520,000

36s,000

S1,005,000, Series 2007, for operation purposes, payable in annual installments ranging

_ from 550,000 to 5120,000, excluding interests from 6.60% to 7.00%, through July 1, 2018 760,000

S725,000, Series 2009, for operation purposes, payable in annual installments ranging

_ from 545,000 to 5100,000, excluding interests from 2.43 % to 7.SO%, thtoulh tLrly 1,2078 625,000
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NorEs To THE Ba5tc FtNANctaL STATEMENTS (CoNTtNuED)

FoR THE FI5CA! YEAR ENDED JUNE 30,2o1o

NOTE 10 _ GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENERAL OBTIGATIONS BONDS AND NOTES (CONTINUED)

DESCRIPTION AMOUNT

5645,000, Series 2010, for purchase of building, payable in semi annual-installments
ranging from S10,000 to 555,000, excluding interests from 4.75% to 7.50%, through
July l,2034

S1,635,000, Series 2010, for operation purposes, payable in semi,annual installments
ranging from 545,000 to 5160,000, excludin8 interests from 5.00% to 7.50%, through
)uly 1,2027

5390,000, Series 2010, for operation purposes, payable in semi-annual installments
ranging from 540,000 to 570,000, excluding interests from E.OO% to 7.50%, through
July 1,2016

Total General Obligations - Bonds

635,000

1,590,000

350.000

sl0J63J50
I

l\-

I

I

I

I

I

B. BONOS AND NOTES AMORTIZATION

The annual requirements to amortize the general obligations outstandin8 as of June 30, 2o1o are as
follows:

2011
2012
2013
2014
2015
2076-2020
2021-202s
2026-2030
2031-2035

Total

51,037,s00
1,146,250

755,000
605,000
555,000

2,490,O00
1,955,000
1,315,000

195.000

s10.163,7s0

5 472,446
567,946
s10,96s
468,835
424,710

1,527,513
868,190
241,393

37,815

$lJ2:t823

S 1,s09,946
7,774,196
7,265,965
1,073,835
t,o43,710
4,017,513
2,833,190
1,556,393

232,a75

5ll2lz 54
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NOTE 10 - GENERAL LONG-TERM DEBTS (CONfINUED}

C. PROPERTY TAX ADVANCES _ TREASURY DEPARTMENT

The Municipality entered into a financing agreement with the puerto Rico Treasury Department to pay a
debt related to the excess of property tax advances over collections made by the puerto Rico Treasury
Department prior to the creation of cRrM in 1993. The outstanding principar barances of the note payabre
to the Puerto Rico Treasury Department amounted to S23,249 at June 30, 2010.

D. PROPERTY TAX DEBT - LAW 42

The Municipality entered into a repayment agreement with the covernment Development Bank for
Puerto Rico (GDB) and the cRrM, to pay off the excess of property tax advances through fiscal year 2ooo
and 2001. The CRIM retains the payment from the property tax advances of the Municipality_ The
amounts retained by the CRIM are remitted to GDB on JLrly 1of each year through July 1, 2032. The
outstanding balance ofthe note payable to the CRIM at June 30, 2010 amounted to S1,019,072.

E. COMPENSATEDABSCNCES

The government-wide statement of net assets incrudes s1,243,920 of accrued sick reave benefits, and
accrued vacation benefits, representing the Municipality's commitment to fund such costs from future
operations.

F. LIMS REPAYMENT PI,AN

The Municipality entered into a financing agreement with the cRrM for the payment of the Municipality,s
share of the cost of an information management system, acquired by the CRIM on behalf of all
municipalities, for the management of a digital database of taxpaye/s properties located in puerto Rico.
The outstanding balance ofthe note payable to the CRIM atlune 30, 2010 amounted to S64,230.

G. PROPERW TAX DEBT - TAW 146

On September 24,2002, the CRIM, on beha,f ofthe municipalities of puerto Rico, entered into a financing
agreement with GDB pursuant to the provisions of Law No. 146 of October 11, 2001. The purpose of this
financing agreement was to extinguish in advance certain bonds payable issued by the public Finance
corporation, a subsidiary ofthe GDB, which were originally issued to pay certain property tax receivables
owned by the municipalities of Puerto Rico through 1996. The outstanding balance of the note payable to
the CRIM at June 30, 2010 amounted to 5211,563.

H. STATE DEPARTMENT OF 1ABOR DEBT AGREEMENT

During past years, the Municiparity entered into a financing agreement with the state Department of
Labor, for the payment of the Municiparity's debt for unemproyment benefits. The balance at June 30.
2010 ofthis agreement was S241,509.
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NOTE 10 -GENERAL I.ONG-TERM DEBTS (CONTINUED)

I. CI.AIMSANDJUDGMENTS

Liabilities of 51,408,662 reported in the statement of net assets represent the balance owed for claims
and judgments at June 30, 2010, as described in Note 18.

J. ESTIMATED LANDFILL CLOSURE AND POST.CLOSURE CARE COST

According to the regulations set forth by the U.S. Environment protection Agency (EpA) in its ,,Soljd Waste
Disposal Facility Criteria", issued on October 9, 1991, the Municipality is required to place a final cover on
the Municipality's landfill site when it stops accepting waste, and to perform certain maintenance and
monitoring functions at the site for 30 years after closure. ln accordance with GASB No. 19, the
Municipality has performed a study of the activities that need to be implemented at the Munjcipality's
landfill to guarantee the maximum yield of available space and to comply with applicable state and
federal regulations. Based on this study, the Munjcipality has re€ognized a liability of 54073,592 in the
accompanying GWFS using current costs allocated based on the actual landfill capacity used at June 30,
2010. Actual costs may be different due to inflation, changes in technology, or changes in laws and
regulations. At June 30,2010, the Municipality's landfill is still operating and its remaining estimated
useful life is approximately one year. Approximately 95% of the Municipality,s total capacity has been
used atlune 30, 2010.

NOTE 11 - DEBT RETIREMENT

Revenues of the debt service fund consist of the ad-valorem property taxes which are recognized as
revenue when collected from taxpayers and reported by the Municipal Revenue Collection Center of the
Commonwealth of Puerto Rico to the Municipality.

These property taxes are accumulated by the Municipal Revenue Collection Center in costs of the general
obligations bonds issued by the Municipality. Payments are made to the Government Development Bank
of the Commonwealth of Puerto Rico from such accumulated funds by the Municipal Revenue Collection
Center of Puerto Rico.

NOTE 12 - PROPERWTAXES

The Municipality is authorized by Law No.81 to impose and collect personal and real property taxes.
lJnder the laws and regulations of the Commonwealth, personal property taxes can be imposed to any
natural or legal person that at January 1 of each year is engaged in trade or business and is the owner of
personal property used in trade or business.

Personal property taxes are self-assessed by taxpayers every year generally using the book value of
personal property assets owned by the taxpayer at January 1 (assessment date) and reporting such
taxable value through a personal property tax return fjled on May 1.5 subsequent to the assessment date.
The total personal property tax rate in force at lune 30, 2010 was 8.S3% (of which taxpayers pay 8.33%
and 0.20% is reimbursed by the Department of Treasury); after June 30, 2010, the total personal property
tax rate has been 8.53%.
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NOTE 12 - PROPERTYTAXES (CONTTNUED)

Real property taxes are assessed by cRrM. The assessment on rear property is made every.ranuary 1 and
is based on estimated current values of the property deflated to 1957 market prices. The total real
property tax rate in force at June 30, 2010 was 10.33% (of which 10.03% is paid by taxpayers and o.20% is
also reimbursed bythe Department ofTreasury).

Residential real propeaty occupied by its owner is exempt by law from property taxes on the first sls,ooo
ofthe assessed value {at 1957 market prices). For such exempt amounts, the Department of Treasury
assumes payment of the basic tax (4% and 6% for personal and real property, respectively) to the
Municipality, except for property assessed of less than S3,5OO (at 1957 market prices), for which no
payment is made.

cRlM is responsible for the billing and collections of real and personal property taxes on behalf of the
Municipality. Prior to the beginnin8 of each fiscal year, cRrM informs the Municipality of the estimated
amount of property tax expected to be collected for the ensuing fiscal year. Throughout the year, CRIM
advances funds to the Municipality based on the initial estimated collections. cRlM is required by law to
prepare a settlement statement on a fiscal year basis, whereby a comparison is made between the
amounts advanced to the Municipality and amounts actually collected from taxpayers.

This settlement has to be completed on a preliminary basis not later than each December 31. rf cRrM
remits to the Municipality property tax advances, which are less than the property tax actually collected,
an additional property tax receivable is recorded at June 30. However, if advances exceed the amount
a€tually collected by CRIM, an intergovernmental payable is recorded at June 30.

Law No. 81 provides for the levy of an annual special tax of 1.03% of the assessed value of all rear and
personal property not exonerated from taxation. such special tax is levied and collected by CRIM.
colledions ofthis special tax are remitted to the commonwealth's debt setuice fund for payment of debt
service on general obligations of the Commonwealth.

ln addition, 1.50% of the total personal and real property taxes collected by cRlM is restricted for the
Municipality's debt service requirements and is retained by GDB for such purposes.

The Additional Lottery System of the Commonwealth (the ,,Additional Lottery,,) is an operational unit
reported as an enterprise fund of the commonwealth, which currently operates several betting
alternatives to the citizens of Puerto Rico. The Additional Lottery is required every year to distribute a
portion of its excess of revenues over expenses as follows:

* Thirty five percent {35%) of its net earnings (defined as the excess of revenues over expenses Iess an
amount earmarked for the Fund for Rent and Home tmprovement Subsidy program for the Low_
lncome Qualil,ing Elderly) is earmarked to the municipalities of the Commonwealth, of which a
maximum of s25 million, on an annual basis, is distributed to the Municipar Equarization Fund herd by
CRIM to cover operating expenses and permanent improvements ofthe municipalities.
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NOTE 12 - PROPERTY TAXES (CONTTNUED)

a An additional amount not exceeding S16 million, on an annual basis, is distributed to the Municipal
Equalization Fund, provided it is within the 35% corresponding to the municipalities of the
Commonwealth. When the accumulated municipal approprlations from the municipalities, puerto
Rico Health Reform are covered up to June 30, 1997, these resources wjll be assigned to the Health
lnsurance Administration, a component unit of the Commonwealth.

NOTE 13 _VOIUME OF BUSINESSTAXES

The Municipality is authorized by Law No. 81 to impose and collect municipal license taxes on all trade or
business activities operated by any natural or legal person within the territorial area of Salinas. This is a
self,assessed tax generally based on the business volume measured by gross sales. The Municipality
establishes the applicable tax rates. AtJune 30, 2010, the municipaltax rates imposed by the Municipality
were 1.50% for flnancing institutions and 0-50% for other types of taxpayers. Any taxpayers that have
been granted with partial tax exemptions under any of the incentive tax laws of the Commonwealth
ultimately pay municipal license taxes at reduced tax rates, generally between 60% and 90% under
standard rates.

Each taxpayer mlst asses his/her corresponding municipal license tax by declaring his/her volume of
business through a tax return to be filed every April 15 based on the actual volume of business generated
in the preceding calendar year.

Taxpayers with a sales volume of 53 million or more must include audited financial statements with their
tax returns. The tax can be paid by the taxpayer in two equal installments due on luly 15 and January 15,
subsequent to the filing ofthe declaration.

The first installment ofthe tax covers the six-month period ended December 31, subsequent to the filing
date of the declaration, while the second installment of the tax covers the six-month period ended lune
30 of the subsequent calendar year. lf a taxpayer elects to pay the tax in full on the filin8 date of the
declaration (generally April 15), a 5% discount is granted automatically on the total tax amount due.

Any municipal license taxes collected in advance (that is, pertaining to a future fiscal year) are recorded as

deferred revenues in the GWFS and the GFFS (See Note 9).

NOTE 14 - SALES TAXES

On July 4, 2006, the Legislature of the Commonwealth of Puerto Rico approved Act No. 177 l"Act 71j,'l
which amends the Puerto Rico lnternal Revenue Code of 1994 to provide for a sale and use tax of 5.5% to
be imposed by the Commonwealth Government. Act 117 also authorizes each municipality government
to impose municipal sales and use tax of 1.5%. This municipal sales and use tax has in general the same
tax base and limitations (except for unprocessed foods) as those provided by the Commonwealth's sales
and use tax.
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NOTE 14 - SALES TAXES (CONTTNUED)

Section 6189 of the Puerto Rico lnternal Revenue Code of 1994, as amended, authorizes the
Municipalities in Puerto Rico to impose a sales and use tax to consumers. This tax must be imposed in

conformity with the base, exemptions and limitations contained subtitle BB ofthe code. The Municipal
Sales Tax is speciflcally imposed over all sales transactions of taxable items and combined transactions (as

defined by the municipal internal regulation) taken place within municipal limits. The Municipal Tax is also

specifically imposed over the purchase price for the use, stora8e or consumption of taxable transactions
(as defined by the munlcipal internal regulation) taken place within municipal limits.

The Municipal Legislature approved the imposition of the municipal sales and use tax, effective on July 1.,

2006. lndividuals, organizations and entities subject to collect the municipal sales and use tax must file a

tax return to the Municipality. Tax is due each 20th day of each month based on tax collected in the
preceding month. The Municipal Ordinance does not impose specific restrictions or limitations on the use

of the municipal sales and use tax resources. Resources are recorded in the general fund of the
Municipality.

NOTE 15 - INTERGOVERNMENTAL REVENUES

lntergovernmental revenues consist primarily of funds received from the Commonwealth of Puerto Rico,

"in lieu of tax" payments from the Quasi-public Corporation, Poerto Rico Electric Power Authority, and

federal financial assistance received from federal government. Grants and subsidies received from the
commonwealth of Puerto Rico and federal agencies include, among others, a general subsidy for urban

development and capital improvements.

lntergovernmental revenues are accounted for through the General Fund except forthose directly related

to urban development and capital improvements, which are accounted for through the State Assignment,

Loans and CDBG Funds.

NOTE 16 _ INTERFUND TRANSFERS

lnterfund transfers during the fiscalyear ended at June 30, 2010, are summarized as follows:

Trans{erOut Transfer ln Purpose Amount

ceneral Fund Debt Service Fund Debt retirement 5E2A2A

NOTE 17- EMPLOYEE.S RETIREMENT PI.AN

The Employee's Retirement System of the Government of Puerto Rico and its instrumentality (ERS) is the
administrator of a cost sharing multiple-employer retirement system established by the Commonwealth

of Puerto Rico. The ERS was created under the Act 447, approved on May 15, 1951, as amended, and

became effective on January 1, 1.952. ERS covers all regular employees of the Commonwealth of Puerto

Rico and its instrumentality and of €ertain municipalities and components units not covered by their own
retirement sYstems,
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NOTE 17 - EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of
Agencies and Public lnstrumentalit, Assistants of the Governor, the Comptroller of the Puerto Rico,

Gubernatorial Board and Committee appointees and Experimental SeNice Station employees. ERS

provides retirement, death and disability benefits. Disabillty retirement benefits are available to members
for occupational and non occupational dlsabilities. Retirement benefits depend upon age at retirement
and number of years of credited service. Benefits vest afterten years of plan participation.

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

under the Commonwealth of Puerto Rico Employee's Retkement System, a multiple employer public

employee retirement system, established by State Laws.

Under the plan, the employees and employer portions are contributed, for which, the employee amount
is withheld from salaries. Covered employees are required by Commonwealth statute to contribute
5.775% to. the first 5550 of monthly salary plus 8.275% for the excess of this amount, or on the
alternative, 8.275% of all salary. The Municipality contributes to the system 9.275'/, ot the participating

employee's saiaries,

Law Number 305 of september 24, 1999, amendments the Act Number 447 that establish a savings

program. All employees active in the system as of December 31, 1999 may elect to t.ansfer from define
contribution programs to the new savings program (a defined contribution plan). Employees in the
savings program 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 will either: (a) earn a fixed rate based on the two_
year Constant Maturity Treasury Note or, (b) earn a rate equal to 75% of the return of the System's

investment portfolio (net of management fees), or (c) earn a combination of both alternatives. lf at time
of retirement accumulated benefits amount to 510,000 or less may elect to receive a lump sum

distribution up to the accumulated benefits. Under the new program the retirement age is reduced from
55 to 60 for those emplovees who joined the current plan on or after April 1, 1990.

The pension benefit for participants who retire with less than 30 years of service is computed at the rate

of 1%% oftheir avera8e compensation for each year of credit service for the remaining years. The System

also provides for death and disability benefits and the assets of the System pertaining to the participant

employees.

A variety of significant actuarial assumptions are used to determine the standard measure of the pension

benefit obligation and these assumptions are summarized below:

.. The present value ofthe future pension payments was computed by using a discount of9%.

.i Future pension payments reflect an assumption ofa 5% salary increase-
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YEARS OF

SERVICE PARTICIPANTSAGE PENSION BENEFITS

30 or more 55 or less 65% ofthe average ofthe three years of highest salary during
the employee's service period.

30ormore 53ormore 75% ofthe average ofthe three years of highest salary dlring
the employee's service period.

30 or more 65 or more 75% ofthe average ofthe three years of highest salary during
the employee's service period (empioyees started working
after April 1, 1990).

NOTE 17 _ EMPI.OYEE'S RETIREMENT PI.AN (CONTINUED)

All employees that do not elect to transfer for the new program and who at the time of employment are
55 years old or less are eligible to participate in the System. Pension benefits for participants with 30
years of Service are as follows:

The amount of the total pension benefit obligation is based on a standardized measurement established
by GASBS No. 27, Fironciol Reporting for Delined Benefit Pension Plans ond Notes Disclosure fot Defined
Contibutions Plons.Ihe standardized measurement is the actuarial present value of estimated defined
pension benefits, adjusted for the effects of projected salary increases and step-rate benefits, estimated
to be payable in the future as a result of employee services performed to date. The measure is intended
to 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 among other public
retirement systems. The measure is independent of the actuarial funding method used to determine
contributions to the plan.

The membership of retirees and beneficiaries currently receiving benefits and terminated employees
entitled to beneflts, but not yet receiving benefits, and active employees and the distr;bution of active
employees between vested and non-vested is not readily available.

Contributions in 2006 and prior years were made based on percentages established by the law. Such
percentage has not been based on actuarial studies, as required by accounting principles generally

accepted in the United States of America. An actuarial compilation of the annual contribution applicable
to the Municipality has not been prepared. Accordingly, the accounts by which the actual contributions
differ from the required actuarial contributions are not known.

The total pension expenditures recorded in the category of administration for the Fiscal Year Ended June

30, 2010 was approximately 5180,539. All employees who at the time of employment are 55 years old or
less are eligible to participate in the System. No benefit is payable if the participant receives a refund of
his accumulated contributions.
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NOTE 17_ EMPI,OYEE'S RETIREMENT PI.AN (CONNNUED}

The historical trend information regarding the accumulation of assets and pension benefit obligation in

the ERS is not available. For the ten-year trend information, refer to the separately issued financial
statements of the ERS as of and for the fiscal year ended lune 30, 2010. The P.R. Retirement Plan

Administration provides additional information of the ERS. They issue a public available financial report
that includes financialstatements and required supplementary information for ERS, as a component unit
ofthe commonwealth of Puerto Rico. That report mav be obtained by writine to the Administration at Po
Box 42003, Minillas Station, 5an Juan, P.R. 00940.

NOTE 18 -CONTINGENCIES

A. CI.AIMS AND JUDGMENTS

The Municipality is, at present, a defendant in a number of legal matters that arise from al,eged improper
application of policies and negligence in the ordinary course of the Municipality's activities. With respect
to pending litigation, the Municipality has reported liabilities of $166,653 in the General Fund for awarded
unfavorable judgments, plus S1,408,562 in the government wide statement of net assets in addition to
the amount reported in the General Fund.

It is management's opinion, based on the advice ofthe legalcounsel, that the potentialclaims againstthe
Municipality not covered by insurance will not materially affect the financial resources for its payment.

ln addition, the Municipality is a defendant or co-defendant in several legal proceedings, which are in
discovery stage. Certain of these claims are covered by insurance. Legal counsels with the information
currently available can not determine the final outcome of these proceeding. However, it has been the
Municipality's experlence that such actions are settled for amounts substantially less than the claim
amounts.

B. FEDEMI. 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 the granting authority, the purpose of
which is to ensure compliance with conditions precedent to the granting of funds. Any liability for
reimbursement which may arise as the result ofthese audits is not believed to be material.
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NOTE 19 -ACCOUNTING CHANGESAND RESTATEMENTS

A. GOVERNMENTAT FUND FINANCIAL STATEMENTS

The following restatements have been made in the governmental fund financial statements, which

reported as an adjustment to the beginning fund balances:

are

Desaription

Genelal
Fund

State Assignment
Fund

Fund balance (Deficit), beginning

correction of interf und tlansactions

Correction to accounts payables 
. 4q

Correction o[ balance due to IRS 
,O(^\ 

,

correction of balance due to the State \\
lnsurance Fund Corporation

Fund balance lDeficit), beginning as restated

s (6,497,98s)

170,500

(538,237)

lsa6,747l

137,2351

5f-58e.zo{)

51,217,sgs

(170,s00)

51-047,0es

4(s
B. GOVERNMENTAL WIDE FINANCIAL STATEMENTS

The following restatements have been made in the governmental

reported as an adjustment to the beEinning net assets:

Description

\t\
wide financial statements, which are

Total

Net assets (Deficit), beginning

Correction to accounts payables

Corredion of balance due to lRs

Correction of balance due to the State

lnsurance Fund corporation

Net assets (Deficit), beginning as

restated

s (4,900,013)

(638,237)

\s86,747],

(37.23s)

s16J52232)
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NOTE 20 - SUBSEQUENT EVENTS

On November 8,2010 the Governmental Development Bank of Puerto Rico approved a 53,700,000 loan

for the payment of general fund's accounts payable. The note will be payable in annual installment

though 2035. lnterest at prime rate plus 1.5% will be payable in semiannually. The principai and interest

will be paid form the sale tax redemption fund.
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ISEE NOTES TO BUDGETARY COMPARI5ON SCHEDULE)

FoR THT TIscAI YEAR ENDED JUNE 30, 2O1O

Actual
Amounts

Varianae
with

BudEEtpd Amounts (Budgetary FinalBudget
Basis) Positive

(see Noie 1) (Negative)Original Final

RESOURCES (TNFLOWS):

Property Taxes

Sales Taxes

Volume of Business Taxes

lntergovernmental Revenues

Licenses and Permits
Rent
Miscellaneous

Total Resources (lnflows)

CHARGES TO APPROPRIATIONS
(ourFrows)

Current:
GeneralGovernment
Public Safety
Public Works
Culture and recreation
Human services and Welfare
Transfer to Other Funds

Total ahanges to approp.iations

EXCESS (DEFICIENCY} OF REVENUES

OVER (UNDER) EXPENDITURES

L3,942,236 13,942,236 1,1.690,642 12.251.594)

s 2,113,855

850,000
951,266

s,o39,276
4,454,839

6s,000
468,000

4,809,194
L,625394
4,110,226
7,265,242
1,859,115

272.420

5 2,113,8ss
850,000
95L,266

5,O39,276

4,454,839
65,000

458.000

s 2,113,855

1,048,460
L,185,t47
5,267 ,492
7,626,338

84,346
3U,604

5
198,460
233,881
228,6L6

12,a2a,5o7)
19,346

(103.396)

'7 ,429
200,621

141.s,741|,
209,400

72,569

5,002,150
1,551,294
4,016,963
1,394,310
1,705,095

212.420

4,234,327
1,350,67L
4,432,704
1,184,910
t,692,526

212,420

73,942,236 t3.942,236

s -s -

11,167,552 774,684

s (1.476.910) sl1t7691ol

See accompanying Notes to Required Supplementary Information
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NOTE A- EXPLANATION OF DITFERENCES BETWEEN BUDGETARY INFTOWSAND OUTFLOWS AND GAAP

REVENUES AND EXPENDITURES

GENERAL FUND

Uses/outfl ows of tesources:
Actual amolnts (budgetary basis)"totalcharges to appropriations" from the 513,L67,552

budgetary comparison schedule (Page 45)

Differences budget to GAAP:

Transfers to other funds are outflows of budgetary resources, but are not
expenditures forfinancial reporting purposes 1272,420)

Adjustment to expenditures 404,379

Totalexpenditures as reported on the Statement ofGovernmental Fund

Revenues, Expenditures, and Changes in Fund Balances (Page 13) SXL299jU

, NOTE B - STEWARDSHIP, COMPIIANCE AND ACCOUNTABILITY

A. AUDGETARY CONTROL

- The Municlpality's annual budget is prepared on the budgetary basis of accounting, which is not in
, accordance with GMP, and represents departmental appropriations recommended by the Mayor and

approved by the Municipal Legislature prior to the beginning of the fiscal year. Amendments to the
' budget reqlke the approval of the Municipal Legislature. Transfers of appropriations within the budget,

, known as Mayo/s Resolutions, do not require the approval of the Municipal Legistature.

The Municipality prepares its annual budBet including the operations ofthe generalfund.

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

contracts) are considered expenditures when incurred. For GAAP reporting purposes, encumbrances

outstanding at year-end are reported as reservations of fund balances and do not constitute expenditures

or liabilities because the commitments will be honored during the subsequent year.

The lnencumbered balance of any appropriation at the end of the fiscal year will lapse at the end of such

fiscal year. Other appropriations, mainly capital project appropriations, are continuing accounts for which

the Municipal Legislature has authorized that an unspent balance from the prior year be carried forward

and made available for current spending.

The annual budget as presented in the Eudgetary Comparison Schedule-General Fund is the budget

ordinance atJune 30,2OO9 representingthe original budget. There were no s!pplementalappropriations
for the year ended June 30, 2009.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SALINAS

SCHEOUIE OF EXPENDITURES OF FEDEML AWARDS

YEARENDEDIUNE 30,2O1O

FEDERAL

CFDA

NUMBER

14.224
L4.255

74.477

FEDERAT

EXPENDITURESFEDERALGRANTOR

tls DeDartment of Housinc and Urban
Develooment
Passed through:

Municipal Service Administration:
Community Development Block Grant

ARRA Community Development Elock Grant

Dired Program:

Section 8- Housing Choice Vouchers

Total US Department of Housing and Urban

Development

\- US Depaftmenl of Homeland and Securitv

Passed through:
PR Office of Management and Budget (GAR)

Public fusistance Grant

US Department ofHealth and Human Servicei

Passed through:
Administration of children and Fam;lies:

child Care and Development Block Grant

Environmental Protedion Asencv Offiae of
Solid waste and EmeEencv Response

Direct Program:
Brownfi eld Petroleum Assessment

Brownfield Hazardous Substances Assessment

Total Environmental Protection Agency office
ofSolid Waste and Emergency Respoises

97.036

52,277,s1,0
245.000

2,522,570

481.089

3.003,599

213.386

41,294
4!.725

42.479

si343AE

I

66.818
66.818
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPALITY OF SALINAS

NOES TO SCHEDULE OF EXPENDTTURESOF FEDERALAWARDs

JuNE30,2010

. 
1. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
Municipality of Salinas and is prepared on the modified accrual basis of accounting. Accordingly,

. amounts presented in the accompanying schedule agree to amounts presented in the basic financial

statements.

l

l
l
l
l
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6",rhfr,. Aa*.,'W,ra*
certified Public Accountant MEMBER:

Americen lnstitlte of Certlfled Public Accountants

Puerto Rico oI cenified Public Ac.ountants
I MA'L' ofi (ina'arlosdiaepa@Vdh@'(om

REPORT ON INTERNAL CONTROL OVER FINANCIAI. REPORTING AND

ON COMPTIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAI, STATEMENTS PERFORMED IN ACCORDANCE wlTH
GOVERNMENT AUDITING STANDARDS

ToThe Honorable MayorAnd
Municipal Legislative BodY

Municipality of salinas
Salinas, Puerto Rico

We have audited the financial statements of the governmental activities, the business_type

activities, each major fund, and the aBgregate remaining fund information of Municipality of Salinas,

puerto Rico, as of and for the year ended lune 30, 2010, which collectively comprise the lvlunicipality of

salinas, puerto Rico,s basic financiat statements and have issled our report thereon dated November

10, 2010. We did not express an opinion on the Sovernmental_wide financial statements

because we were unable to obtain a discussion or evaluation from the Municipality's outside

legal council of the pending or threatened litigations described on Note 18 and to obtain

sufficient and competent evidential matter related to capital assets'

Except as discussed in the preceding paragraph, we conducted our audit in accordance with auditinB

standards generally accepted in the United states of America and the standards applicable to
financial audits contained in Government auditing stondotds, issued by the comptroller General of

the United States.

lnternal Control over Finan.ial Reoortinq

lnplanningandperformingouraudit,weconsideredMunicipalityofsalinas,PuertoRico'sinternal
control over financial reporting as a basis for designing our auditing procedures for the purpose of

expressing our oplnions on the financial statements, but not for the purpose of expressin8 an opinion

on the effectiveness of Municipalitv of salinas, Puerto Rjco's internal control over financial reporting.

Accordingly,wedonotexpressanopinionontheeffectivenessoftheMunicipalityofSalinas,Puerto
Rico's internal control over financial reportinS.

A deficiency in internol control exists when the design or operation of a control does not allow

management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A Dote ol weokness is a deti'iency,

or a combination of deficiencies, in internal control such that there is a reasonable possibility that a

material misstatement of the entity's financial statements will not be prevented, or detected and

corrected on a timely basis.

I

L

I
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REPORT ON INTERNALCONTROL OVER fINANCIAL REPORTING (CONTINUED)

our consideration of internal control over financial repofting was for the limited purpose described

in the first paragraph of this section and was not designed to identify all deficiencies in internal

control over financial reporting that might be deficiencies, significant deficiencies' or material

weaknesses. We did not identify any deficiencies in internal control over financial reporting that we

consider to be material weaknesses, as defined above However, we identified certain deficiencies in

internal control over finanaial reporting, described in the accompanying schedule of findings and

lrestioneO cort, that we consider to be significant deflciencies in internal control over financial

reporting. FindlnSs 01-10 and 02-10. A si8nificant deficiency is a deficienc"y, or a combination of

deficienc-ies, in in;rnal control that is less severe than a material weakness, yet important enough to

merit attention by those changed with governance.

complianae and other Mattets

As part of obtaininB reasonable assurance about whether Municipality of Salinas' Puerto Rico's

financial statements are free of material misstatement, we performed tests of its compliance with

certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which

could have a direct and material effect on the determination of financial statement amounts'

However, providing an opinion on compliance with those provisions was not an objective of our

audit,andaccordingly,wedonotexpresssuchanopinion.Theresultsofourtestsdisclosedinstances
of noncompliance ;r other matters that are required to be reported under Governmental Auditing

Standards and which are described in the accompanying schedule of findings and questioned cost as

items 01-10, 02-10 and 03-10.

we noted certain matters that we reported to management of Municipality of salinas, Puerto Rico, in a

separate letter dated November 10 2010

This report is intended solely for the information and use of management, city council, others within

the eniity, and federal awarding agencies and pass-through entities and is not intended to be and

should not be used by anyone otherthan these specified parties

oABLos n. DlAz

L

I

November 10,2010

Aguas Buenas, Puerto Rico

License No. 1339

Expires December 1, 2013

The stamp No. 2564399 ofthe Puerto Rico

society of certified PublicAccountants was

affixed to the oriSinal ofthis report
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Certifi ed Public Ac.ountant MEMBER:

American lnstitute of Certified Publi. Accountants

Puerto Rico Society of Certified Publi. Accountants

ffiFAx:737.732{635.EMAlL:oficinacarlosdiazcpa@yahoo,com

REPORT ON COMPLIANCE WITH REqUIREMENTS

APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE IN ACCORDANCE wlTH OMA clRCULAR A.133

To The Honorable MaYor And

Muni.ipal Legislative Body

Municipality Of Salinas

Salinas, Puerto Rico

Compliance

We have audited the compliance of Municipality of Salinas, Puerto Rico, with the types of compliance

requirements described in the U. S. Office of Management and Bud8et (OMB) Circular A-133

Complionce supplement that are applicable to each of its major federal programs for the year ended

lune 30, 2010. Municipatities of Salinas, Puerto Rico's major federal programs are identified in the

summary of auditor's results section of the accompanying schedule of findings and questioned

costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to

each of its major federal programs is the responsibilitY of Municipality of Salinas, Puerto Rico's

management. our responsibility is to express an opinion on Municipality of salinas, Puerto Rico's

compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in

the United States of America; the standards applicable to financial audits contained in Govetnment

Auditing stondords, issued by the comptroller General of the United States; and oMB Circular A-133,

Audits of States, Locol Govefiments, ond Non-ProJit Otgonizdtions. Those standards and OMB

circularA.l33requirethatweplanandperformtheaudittoobtainreasonableassuranceabout
whether noncompliance with the types of compliance requirements referred to above that could have

a direct and materialeffect on a major federal program occurred An audit includes examininE, on a

test basis, evidence about Municipality of Salinas, Puerto Rico's compliance with those

requirements and performing slch other procedures as we considered necessary in the

circumstances. we believe that our audit provides a reasonable basis for our opinion. our audit

doesnotprovidealegaldeterminationofMunicipalityofSaUnas,PuertoRico'scompliancewith
those requirements.

ln our opinion, Municipality of salinas, Puerto Rico, complied, in all material respects, with the

requirements referred to above that are appticable to each of its major federal programs for the year

endedJune30,2Ol0.However,theresultsofourauditingproceduresdisclosedinstancesof
noncompliance with those requirements, which are required to be reported in accordance with OMB

circular A-133 and which are described in the accompanying schedule of findinSs and questioned

costs as items 04-10 and 05-1.0.
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REPORT ON COMPLIANCE WITH REqUIREMENTS APPTICABTE (CONTINUED)

lnternal Contiol Over Compliance

Mana8ement of Municipality of Salinas, Puerto Rico, is responsible for establishing and maintaining

effective internal control over compliance with the requirements of laws, regulations, contracts, and

Erants applicable to federal programs. ln planning and performing our audit, we cons'dered

Municipality of Salinas, Puerto Rico's internal control over c6mplian€e with the requirements that could

have a direct and material effect on a maior federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on

internal control over compliance in accordance with oMB Circular A_133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance Accordingly/ we do not

express an opinion on the effectiveness of Municipality of Salinas, Puerto Rico's internal control over

compliance.

A deficiency in internol control over cofiplionce exists when the design or operation of a control over

compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance

requirement of a federal program on a timely basis. A, materiol wedkness in internol control over

complionce isa deficiency, or combination ofdeficiencies, in internalcontrol over compliance, such that
there is a reasonabte possibility that material noncompliance with a type of complian€e requirement of
a federal program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited plrpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over

compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material

weaknesses, as defined above.

Municipality of Salinas, Puerto Rico's responses to the findings identified in our audit are described

in the accompanying schedule of findings and questioned costs. We did not audit Municipality of
Salinas, Puerto Rico's responses and, accordingly, we express no opinlon on the responses.

This report is intended solely for the information and use of management, City Council, others within
the entity, federal awarding agencies, and pass-through entities and is not intended to be and should

not be used by anyone other than these specified parties.

oARLOS n. DnZ

November 10, 2010

Aguas Buenas, Puerto Rico

License No.1339
Expire December 1, 2013

The stamp No. 259400 ofthe Puerto Rico

Society of Certified Public Accountants
was affixed to the original of this report.
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MUNICIPALIW OF SALINAS

SCHEDULE OF FINDINGSAND QUE5TIONED CO5T5

FoR THE YEAR ENDEoJUNE 30,2010
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COMMONWEAITH OF PUERTO RICO

MUNICIPALITY OF SALINAS

ScHEDULE oF FTNDtNGsAND QuEsrtoNED Cosrs

FoRTxE YEAR ENDED,UNE 30,2O1O

. SECTION I - SUMMARY OF AUDITOPS RESULTS

Finonciol Stotements

Type ofauditor's report issued Unoualified

lnternal control over financial reportinS:

. Materialweakness identified? 
-yes 

--Lno. Significant deficiency identified that is not
considered to be materialweaknesses? --Lyes 

-no
Noncompliance materialto financial statement noted? -Lyes 

-no. FederalAwards

_ lnternal control over major programs:

\- . Materialweakness identified? 
-yes 

-Lno
Significant deficiency identified that is not

. considered to be materialweaknesses? 
-yes 

Lno

' Type of audito/s report issued on compliance for
. major programs Unoualified

' Anv audit findings disclosed that are required to be

- reported in accordance with section 510(a)of

_ circular A-133 -LYes 
-no

- ldentification of major programs:

' CFA Number{s) Name of Federal ProP,am

'. 
14.811 SectionS - Housing Choice

L4.22A CommunitY DeveloPment
Block Grants

Dollarthreshold used to distinguish between type A

and type B programs: $300,000

Audit qualified as low-risk audited? 
-yes 

--X-no
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF SAI,INAS

ScHEDULE OF FTNDTNG5 ANo quEsrloNED Co51s (CoNTINUED)

FOR THE YEAR ENDEOJUNE 30,2O1O

SECTION II . FINANCIAL STATEMENT FINDINGS

Finding No. 01-10

Requiaement:

Accounting Records and Financial statements

Accounting Records and Financial Statements

Category:

lnternalControl

Condition:

During our examination of the accounting cycle, we noted that the Municipality has not established an

accounting system that generates accurate accounting information for the preparation of the financial

statements in conformity with generally accepted accounting principles. The accountin8 records are maintained

in the cash and budgetary basis and at the end of yea.; personnel of the finance department and external

consultants, summarized in electronic worksheets, the revenues, expenditures, encumbrances, capital assets

transactions, accounts receivables, accounts payable and long term debts. These worksheets are used for the
preparation of the financial statements.

Also, we noted the following conditions during our evaluation ofthe accountinB cycle:

a. Accounting transactions are currently accounted simultaneously through a manual and a computerized

accounting system for which no reconciliation procedures are made among them. These accounting systems

do not provide for a self balancing set of accounts for each fund operated bythe Municipality. Both systems

have signiflcant differences at June 30,201.0, principally those arising of significant amounts ofchecks issued

manually from the General Fund bank account and the special revenue funds bank accounts.

b. Both accounting systems, does not help management to distinguish between expenditures incurred and

encumbrances, does not provide reliable financial information of transactions related with capital assets,

accounts receivables, accounts payable and long-term debts

c. No adequate year-end closing entries procedures are made to account for all transactions affecting all funds

This finding is repeated from prior years.

63



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAI-INAS

ScHEDULE OF FINDINGs AND QuEsnoNED Cosrs {CoNTINUED)
\. FoR THE YEAR ENDED IUNE 3O,2O1O

SECTTON [ - FTNANCTAL STATEMENT FINDINGS (CONTINUED)

Finding No. 01-10 -Accounting Records and Finan.ial Statemenls (Continued)

Criteda:

Article 8.010(b) of State Act Number 81 - "Ley de Municipios Autinomos del Estodo Libte Asociodo de Puefto

Rrco" of August 30, 1991, states that the Municipality must maintain its fund accounting in accordance with
accounting principles generally accepted in the United States ofAmerica (GAAP). ln addition, Article 8.010(c),

states that uniform accounting system used by the Municipality must produce reliable reports and financial

statements, provide complete information about the results of operations ofthe Municipality and include the

necessary internal controls to account for all funds, capital assets and other assets.

Cause:

The Municipality did not establish effective internal control over the preparation of the financial statements

and the transactions recorded on its accounting records

\- Reaommendation:

We recommend management to establish the necessary internal controls and procedures in order to
maintain a complete accounting system that provides for the preparation of financial statements in

accordance with accounting principles Senerally accepted in the United States ofAmerica (GAAP)
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

SCHEOUTE OF FINDINGS AND QUESTIONED COSTS (CONN NUED)

FoR THE YEAR ENDED IUNI 30,2O1O

sEcTroN ll - FTNANCTAL STATEMENT FINDINGS (CONTINUED)

Finding No. 02 -10 - Accounting Records - Ptoperty, Plant and Equipment

Requirement:

Accounting Records and Financial Statements

Condition:

At June 30, 2010, the Municipalitv does not have an effective system to account for capital assets, principally

the infrastructure assets. The Municipality does not have adequate internal controls and procedures to
enslre that all capitalizable expenditures and dispositions are recorded in the capital assets subsidiary

ledger- .Also, the Municipality has not recorded depreciation expense for the infrastructure not reported in

the subsidiary ledger. These infrastructure assets should be reported as part of the capital assets of the

Municipality according to Statement No. 34 of the Governmental Accounting Standards Board {GASB 34) ln

addition, the Municipality has not performed periodical physical inventories of its capital assets during fiscai

year 2009-10.

This finding is repeated from prior years.

Criteria:

Article 1O.OO2 of State Law Number 81 - "Ley de Municipios Aut6nomos del Estodo Libre Asociddo de

Puerto Rico" of August 30, 1991, stated that Municipality sholld maintain updated property accounting

records.

Cause:

The Municipality did not maintain an adequate controlofthe accountability of its capitalassets.

Recommendation:

We recommend management and the Property Division of the Municipality to make an inventory of the

capital assets and reconcile with the capital assets subsidiary ledger. In addition, the Municipality should

implement adequate internal control procedures to improve the accountability of its infrastructure assets.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IW OF SALINAS

SCHEOULE O' FINDINGS AND qUESTIONED COSTS (CONTINUED}

FoRTHE YEAR ENDEDjUNE 30,2O1O

sEcfloN [ - HNANCIAL STATEMENT FINDINGS (CONTINUED]

Finding No. 03-10 - General Fund's Ac.umulated Deficit

Categoryl

Compliance

condition:

During our examination of the financial statements as of and for the fiscal year ended lune 30, 2010. we

noted that the General Fund has an accumulated deficlt of s6,497,985. Such accumulated delicit is caused

by the cumulative results from many years in which expenditures have exceeded revenues.

criteria:

Article 7.011(a) of state Law Number 81 - "Ley de Municipios Aut6nofios del Estodo Libre Asociodo de

Puerto Rico" ol August 30, 1991 (as amendments as of January 2004), stated that for any accumulated

deficit incurred in the General Fund at the end of any given fiscal yeat the Municipality must reserve the

necessary financial resources in the General Fund's operating budget of the immediately following fiscal

yearto cover such deficit.

Cause:

The Municipality, over the years, has suffered recurrinS excesses ot expenditures over revenues, which have

lead to the accumulated deficit in the General Fund. 1n addition, the Municipality has not established an

adequate bud8et control

Effect:

The Municipality wilt continue having liquidity problems and witl continue affectin8 the Municipality's ability

to flnance current operations.

Recommendation:

We recommend management to improve the budget control process, implement a cost reduction plan'

increase the collection efforts over the municipal license tax, the property taxes, sales and uses tax and

finally evaluate possible long term financing agreement with the Government Development Bank
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUry OF SAI.INAS

ScHEoULE OF FTNDtNGS AND QuEsTloNEo CosIs (CoNTtNUED)

FoR THE YEAR ENDEDIUNE 30,2010

SECTION III . FEDERALAWARDS FINDINGSAND QUESTIONED COSTS

Finding No.04-10- Davis Bacon Act

Federal Program

CFDA- 14.228 Community Development Block Grant

compliance requirement:

Davis - Bacon Act

Category:

compliance/internal control

Condition:

. As part ofour audit procedures we examined 24 disbursements to test the compliance with the Davis_Bacon

\- Act for the community Development Block Grant. In 1 of the 18 disbursements amounting 51.23,820.92 the

contract does not state that the contractor must comply with requirement ofthe Davis_ Bacon Act

Criieria:

. S".tion +O USC 3141-3144, 346 and 347 state that when required by the Davis Bacon Act, the Department of

labor,s {DOL)government wide implementation ofthe Davis-Bacon Ad, or by Federal program legislation, all
_- 

labor and mechanics employed by contractors or subcontractors to work on construction contracts in excess

- of S2,OOO financed by Federal Assistance Fund must be paid wages not less than those established for the

, locality ofthe project {prevailing wage rate) by de DOL.

. Non-federal entities shall include in their construction contracts subject to the Davis_Bacon Ad a

requirement that the contractor or subcontractor comply with the requirements of the Davis-Bacon Act and

' the DOL regulations (29 CFR part 5, "Labor Standards Provisions Applicable to Contacts Governing Federally

.- Financed and Assisted Construction"). This includes a requirement for the contractor or subcontractor to

submit to the non-Federal entity weekly, for each week in which any contract work is performed, a copy of

the payroll and a statement of compliance (certified payrolls) (29 CFR sections 5.5 and 5.6). This reporting is

. often done using Optional form WH 347 which includes the required statement of compliance (OMB No

121s-0149).

Effect:

' The Municipality could be exposed to administrative action bythe grantor.
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COMMONWEAI,TH OF PUERTO RICO

MUNICIPAI.IW OF SALINAS

ScHEDULE OF FINDINGS ANO QUESTIONED COSTS (CONTINUED}

FoR THE YEAR ENDED JUNE 30, 2010

SECTION III . FEDERALAWARDS FINDINGS AND qUESTIONED COSTS {CONTINUED}

Finding No.04-10- Davis Bacon Act

Questioned cost:

, None

Recommendation:

We recommend that the Municipality establishes and adequate internal control system to ascertain

- 
compliance with Davis-Bacon Act.
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COMMONWEALTH Of PUERTO RICO

MUNICIPALITY OF SALINAS
ScHEDUlE Or FTNDTNGS AND euEsTtoNEo CosTs (CoNnNUED)

\- FoR TBE YEAR ENoED luNE 30,2010

SECTION IIt - FtDERA|-AWAROS FtNDINGS AND QUESTTONED COSTS (CONTTNUED)

. Finding No. 05-10 - Depositary Agreements -Section 8

Federal Program

CFDA- 14.871section 8 Housing Choice Voucher

Compliance requirement:

SpecialTest and Provisions - Depositary Agreements

Category:

" Compliance

. Condition:

\v The Municipality does not maintain depositary agreements with their financial institution in the form required
. by HUD.

Criteria:

24 CFR Sedion 982.156 required that:

, a) Unless otherwise required or permitted by HUD, all program receipts must be promptly deposited with a

_ financial institution selected as depositary by the PHA in accordance with HUD requirements.

b) The PHA may only withdraw deposited program receipts for use in connection with the program in
accordance with HUD requirements.

c) The PHA must enter into an agreement with the depositary in the form required by HUD.

d) (1) lf required under written freeze notice form HUDtothe depositary may not permit any withdrawal by
the PHA of funds held under the depositary agreement unless expressly authorized by written notice form
HUD to the depositary; and (ii) The depositary must permit withdrawals of such funds by HUD.

(2) HUD must send the PHA a copy ofthe freeze notice form HL,D to the depositary. (Approved bythe Office
of Management and Bud8et under control number 25770169) [50 FR 34695, July 3, 1995, as amended at 60
FR 45551, Sept. 1, 19951
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COMMONWEAI.TH OF PUERTO RICO
MUNICIPATIW OF SALINAS

S€HEDut E OF FtNDtNGs ANo quEsrpNED Cotrs (CoMflNUED)

FoR THE YEAR ENDEDJUNE 30,2o1o

SECTION III- FEDERALAWARDS FINDINGS AND QUESTIONED COSTS (CONTINUGD)

Finding No. 08,10 - Deposjtary Agreements - Section 8

Efrect:

. The Municipality could be exposed to administrative action by the grantor.

Finding No. 06-10 - procurement and Suspension and Debarment (Continued)

questioned aost:

None

Recommendation:

' We recommend that the Municipality establishes an adequate internal control system to ascertain compliance
. with the SpecialTest and Provisions- Depositary Agreements requirement_

70



COMMONWEAI.TH OF PUERTO RICO
MUNICIPATITY OF SAIINAS

ExHtBr- |

CORRECTIVE ACTION PLAN
FOR Y€AR ENDED .IUNE 30,2O1O

71



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAI.INAS
FOR T8E YEAR ENDEDjUNE 30,2O1O

CORRECTIVE ACTION PLAN

Finding 01-10

The Municipality maintains two set of accounting records; a manual system and a uniform computerized
accounting system. The manual system is the primary financial records for financial statements
preparation purposes at the end of each fiscal year due to the fact that the computerized system real
accounts balances are not accurate. To minimize this situation we engage annually with an external
consultant to summarize all the accounting transactions in electronic worksheets that are use in the
preparation of the financial statements.

lmplementation Date: June 30,2011

Responsible Person: Mr. Jose A. Romero
Finance Department Director

Finding 02-10

The Finance Department is updating its capital assets inventory to comply with GASB 34, by reviewing its
infrastructure inventories, compose of streets, roads and bridges. ln addition, the Municipality engages
annually with an external consultant that summarizes all the capital outlay additions, which includes the
infrastructure assets, in the capital assets subsidiary.

tmplementation date: 06/30/11

Responsible Person: Mr. Jose A. Romero

Finance Diredor

Finding03-10

Among the actions currently taken by management in relation to the General Fund deficit arej an
implementation of a cost reduction plan, implementation of increased collection effort over accounts
receivables, possible long term financing agreement with the Government Development Bank and
monitoring the execution ofthe propertytax, volume of business tax and sales and use tax.

lmplementation date: 06/30/11

Responsible Person: Mr. Jose A. Romero
Finance Director
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COMMONWEAI.TH OF PUERTO RICO
MUNICIPAI.IW OF SALINAS

\- 
FoR THE YEAR ENoEDJUNE 30, 2010

CORRECTIVE ACTION PLAN

Finding 04-10

' To correct this condition, we gave instruction to the responsibre officiar, to modi6/ our contracts, toinclude the requirement ofcomplian€e ofthe contractor with the Davis- Bacon Act.

' lmplementation Date: lmmediately

Responslble person: Mrs. lvette Ortiz' Federal programs Department Director

- Findintos-lo

We will give instructions to the responsible officials, to verii/ with our financial institution the
\* 1:f:ll-1:gl::T*t.. We wil assure that those asreements are in *re torm requirea Oy the uousing. and Urban Devetopment (HUD).

lmplementation Date: lmrnediately

Responsible persons: Mrs. lvette Ortiz
Mr.lose A. Romero

Federal programs Department Director
Finance Director

.-

73
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ExHtstT- ll

FOR YEAR ENDED JUNE 30,2O1O
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF SAI.INAS

SUMMARY SCHEDUTE Of pRtoRYEARAuD[ FtNDtcs
FoRTHE Ftscat- YEAR ENoEDJUNE 30,2010

FINDING

NUMBER COMPI.IANCE
CFDA

NUMBER
QUESTIONED

cosTs AUDITEE COMMENTS

08-lll-10 AllowabteCost/
Cost principle

74.22A $9,490 We are presenting evidence to the Office of
the Commissioner of Municipal Affairs
(OCAM) of the complementary contract
that was prepared in December 2OO7 to
cover the months of services that were paid
without a contract.

SpecialTest 97.036 We gave instructions to the responsible
employee that the project Worksheets
(PW) for all FEMA projects should be
maintained as required by the Offce of the
Governor Authorized Representative (GAR)
and the Federal regulations.

None
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