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INDEPENDENT AUDITOR'S REPORT

Honorable Ma)or and Members ofihe
Municipal Assembly

Municipality of San Gernlin, Puerto fuco

We have audited the accompanying fimncial statements of ihe govemmental activities, $e business-

twe activilies. each major hrnd, ina the aggregate rernaining fund information of Muritipslity of
dan Ger-,en, fue.to fiico, as ofanal for the vear ended June 30, 2010, which collectively comprise

the Municipaiity of San Germ6n, Puerto Rico's basic fmancial statement! as lisl€d in the table of

"ont 
nt. i'h"ri fot"n"ial statements are the r€sponsibilily of Municipality of San Germ'in, Puerto

Rico's management. our responsibility is to exFess opinions on these financial statemeots based on

our audit-

we coducted our audil in accordance wiih auditing slandards genemlly acceptedin lhe United Stat€s

of America and the slandards applicable to financial audits contained in Cowrn ent Audili g

Srarldrds, issued by the Comptroller General of the United States. Those standads require thai we

planandperformtheaudittoobtainreasonableassuranceaboutwhethelthefinancialstatementsare
iree of material misstatemert. An audit includes examining, on a t€st basis, evidence supportiDg the

amounts and alisclosures in the financial statements, assessing the accounthg principles used and the

sigificant estimates made by management, as well as evaluating the overall financial statem€rt

pr;sentation. We believe that our audit provid€s a reasonable basis for our cpinions'

In our opinion, except ffi the effects of the matter discussed in the Feceding paragraph the financial

strt"-ents ."f"rr"d io previously present fairly, in all material respects. financial posirion of the

govemmental activities ind generai fund of the Municipality of San cerman, Puerto Rico, as of June

;0, 2010, and the changes in financial position thereof for ihe year then ended in conformity wilh

accounting priDciples generally accepted in the Uniled States of Arnerica'

In accordance with Govemment Auditing Standards, we also issued our report dated February 9, 201 l'
on our considerarion of the Municipaliry of San Germai, Puerto Rico's intemal contsol over financial

reporting and our lests of its compliance with certain provisions of laws, regulations' contracts and

grunt aple"-ents ard other ma$er;. Th€ Purpos€ of that repo( is to describe-lhe scope of our testing

if inteiral control over financial reporting and compliance and the result of that testing, ard not to

nrovide an ooinion on inlemal control orel financral reponing or on compliance Tlal repon is an

inregratpan ofan aua,r performed rn accordance with Govemment Auditing srandards and should be

considered in assessinglhe re(ulls otoul audil.



Accounting princiPles genemlly accepte'l in the United States of America require that lhe

-"ri*i*iii'al.-"'"t"tf u"a unutv.r una t,agetrry comparison information on pages 3 through 14

""J'17,ir'."grt 
i'{ be Fesented io 

",,ppte-eir 
the basic financial statemerts such information'

ffi;; ;"' p;. ;i ih;iasic tinanciat starements, is required bv the Govemmenral Accountine

iir.a"'ra" S"".i. *1," 
"onside6 

it ro be an essendal part of financial reporting for placing dre basic

iln-"r"i"i .",.-J*. i. 
"n 

appropriate operationat, economic, or historical context we have applied

""*i, 
fl-i"a p."*art"" to ttt" ."q.,it.a suPplementary informahon in accordance wiih auditing

;;;il;";;t ;;""ft"a i,' tl,.' u"i 
"a 

dtates of Amenca, *hich consisted of inquiries of

;;;;;;;,i ;" riethods of preparing the infomation and comparing the informalion for

"..",irencv 
wirh manaeemenfs responses to our inquiries, the basic financial statem€nts' and other

b"*i.Je. *. "t";*J 
dunng oui audn of rhe basic financial statements We do noi express an

opinion o-. p.o"ia" uny ussuran-ce on the information because the iimited Eocedures do not provjde us

with sufficient evidence to e(press an opinion or provide any assurance'

our audit was conalucteal for the purpose of forming opinions on the financial statements that

Jiectirely cornprise lhe Municipality o}San Gerrn'in, Puerto Rico's financial statements as a whole'

m" nnan"iut 
"cheaol" 

aala is presenteal for purposes of additional anal,sis and is not a required part

of the basic financial stateme;ts. The accomp;nying schedule of expenditures of federal awards is

presenteal for purposes of additional analysis as required by U S Office of Managemenr and Budget

bncular A-13i, Audits of Staies, Local Govemments, and Non-Profit O4anizations, and also is rot a

required part oi the financial statements. The financial schedule dala and the schedule of expenditures

ofiederai awards are the responsibility of management and were derived from and rclate direcrly to

the underlying accounting and other records used 1o preparc the financial statements. 
-The information

i"" t"". i"ui"".a . the auditing pro€edures applied in the audit of the financial statemenls and

cmain arlditional procedure, including comparing and reconciling such inlormation dir€ctly to the

underVing accouriing and other procedures in accordance with auditing stan'lards genemlly accepted

in the ijniled States ofAmerica in our opinion, the information is fairlv siated in all material rcspects

in relation to the financial statenEnts as a whole.

;--.)
/-1*- /* ra
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COMMONWEALTH OT PUERTO RICO
MUNICIPALITY OT SAN GERMAN

MANACEMENT'S DISCUSSION AND ANALYSB

YEAR EN'DED JIJ'I{E 30' 2010

As manasement of ih€ Mutricipalitv of Safl Germlin C'ile Mrmicipali!y')' w€ offer read6 of the

i.,1""r"."i*t n"-"af 
"iatemenb 

this narrative overview and anat)tsis of lhe financial activities of the

rti",i.ii"iii i", m. n.""1 vear ended June 30, 20t0 we encourase readers to consider the information

;,;;:;il;;;i;;# w1th addrric'rar information that we have tumish€d in our basic nnancial

statemenls preseoted in this repor.

FINANCIAL HIGIILIGHTS

Highlights for Govemmcnt_wide Fiuncirl Stxt€me s

The govemment-wide financial statements report information about the Mudcipalitv as a whole using the

econimic resources measurement focus and a€crual basis ofaccounting;

. The assets ofth€ Municipalitv, on a governmeflt-wide basis, exceeded its liabiliti$ at the close of
fiscal year 2010 by $'14,739,505 (net ass€ts).

. Revenues decreased by 0.4% and expenses decreased 5% in comparison wilh fiscal year 2009'

. Net change in net ass;b amounted to $5,48I,19' an increase of 25% v'ith respect to p or fiscat

year's net change, as restated

Highlights for Fund FitraNirl Sttteme s

fxtailed information about the Municipalitv's most significant tunds is found itr the tunds financial

.,"i"-*tq *li"t ,se the c,rnent finaniial re"ources measuremant focus and modified accmal basis of

. Al June 30, 2010, a net change of ($2,216,657) in the tund balances of ihe Municipalitv's

governmental tunds resulted lo u ..po.t"a combined ending fund balances of $4'761'665'

Approximately (6%) ofthe total combined fimd balances is unreserved'

. fie General rrmd reported an excess of€xPenditures and olher financing use-s-ov€r revenu€s and

.ir,". t"*..g **i"" .f $658,?35 and an unreserved tund balance of ($289'570)' l]nrsm€d
tund balance de€reased 273% nom prior,€ar'

Gemrrl Finincirl Highlighc

. The investment in capital assets as ofJune 30, 20lO was $51,283'75|4 (net ofdepreciation)'

. Long term debt decreased lo $ 14,681,169.

. On ;budgetary basis, actual expenditures exceeded achral revenues bv $321'221'

ROMAN TORO & CO. CSP Cettilied Pubtic Accountants atul Business Consultants

Po Rox 301J YAUC) PR 00698 3043 ' TEL. (787) 856-6220 F.4:Y: (787) 856'623J
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COMMONWEALTH OF PTIERTO RICO

MUNICIPALITY OF SAN Gf,RMAN

MANAGEMENT'S DISCUSSION AND ANALYSn

YEAR ENDED JI]Nf, 30' 2O1O

O\'ERVIEW OT THE NNANCIAL STATEMENTS

The MunicrDali$'s basic 6nancial sralemdts comPrise four componenls: { l) mdnagemen's d-is'ussioo and

;;j;;G;:;;ii ;;;). ril u,"i. n"-.i,r saternents and tri required suppremenrary iorormarion and

(4) otner supplementary information.

COUIONBiTS OI TEE FINAN@AL
NSIIION

The Municipality's basic financial statem€nts consist oftwo kinds ofstat€ments' each with a different view

of the Muricipallty's finances. The govenment-wide financral slaEments provide both long'term and

,,1-."'* i"f..In":,i". about ihe M;icipalitv's overall financial status The fimd financial slalements

ioc,s on ,naior aspects ofthe Municipalitv's operations, reporting those operations in more derlil than dre

gov€rnment-wide statements:

Basic finiftial st tements

. Governnent-lYide Fina,rcial Stotemen s

The govemment-wide staternents report information aboul the Municipalitv as a whole usins

ac"o,irilng -"tf,oas "i.llar 
ro those used by private-sector busine\ses They are prepared using

thellowofeconomicresource"-"u"u'"."ntro"u"u,diheaccfualbassofaccounting.The6rsl
g.*;-,--ia" sktement the statem$t of net assets presents information on all of the

itunicipality's assets and liabilities, with fie difference b€tween the two reported as net assels'

over time- increases or decreases in lhe Municipality's net assets are an irdicator of whether its

financial healrh ls improving or d*oiorating' Otlu non-financial factors sucb as dre condition of

the Municipality's ;pital assets may need-to be conlidered to assess rhe olerall heal& of the

Municipality. Tle second slatemmt the statement of activilies presents information shovins

how the nei assets changed during the vear. All ofthe current vear's revenues and expenses are

taken into account in the-statemeni ofaclivities regardless ofwher cash is received or Paid'

ROMAN TORO & CO., CSP Ce iJie.l Public Accountants and Business Consulto'tts

PO BOx 3013 vAUCOPR 006s8-3013 TEL. (787) 856'O20 FAx:/787) 856-6233
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COMMONWEALTH OF PUERTO RICO
MTJNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2OTO

The government_wiale statements reports as govemmartal activities the Mmicipality's basic

**li, 
"r.ft "" 

prtfi" *"rks, sanitaiion, public safetv cutnre and retreanon 
. 
health' welfare'

Jrl"l* -a genoal administration Tleie activities are pflrnarilv Eoanced through property

taxes, olher loc;l taxes anal intergovemmental revenues lncluded in the governmantal activities

are the gov€mmental tunds.

. Fund Fiiancialstqte errts

fte tund tuancial slatements provide more detailed information about the Municipalitv's most

significant fimds Fmds are accounting devices that the Municipalitv uses to keep tack of specific

so:urces of tunding an<l sparding for panicular purposes' Some tunds are required bv Feddal and

Common\realth regulations. as well by bond covenants'

The Municipality's basic servi€es are included in govemmenkl tunds, which ar€ used to account

fo. essentiaity tire same tunctions reported as govemmental activities in fie govemment-wide

"tut -*t". Ho*"u".. unlike the government_wide statements, the govemmental tuflds are

prepared usirg the flow ofcurrent financial resources measuremenl focus and the modified accrual

Lu"i" ofu""orltng. unaer this approach the financial statements focus on near-term hflows and

outflo-s of exte-il resources, as well on balances ofexpendable resources availabl€ at ]€ar end'

Consequently, the govemmental tund statemeflts Fovide a detailed short-term.view thal helps the

reaas aetermlne *hettrer there are more or f€wer financial resources that can be spent in the ner
tuture to finance the Municipality's programs. Because this information does not encompass the

addirional longlerm focus oirhe govemmart-wide statements, additional informatioil is provided

on a sobsequeit page that explaini the relati@ship (or differences) betwEen tle sov€mmmrvide
and fund statements.

The governmental tund statements focus on major tunds' The MIni€ipalitv\ major tuds are the

g"o""*t n a 1*n"l u""ornts for the main operating activities ofthe Municipality) and firnds lhat

ionplies wlttr a minimum criterion (percentage ofthe assets, liabilitieJ' revenues or expenditllles)

Funis that do not comply with this criterion are grouped and presented in a single colutDn as olher

governmental tunds.

. Notes to thefinancial $atenents

Thebasicfinancialstatementsalsoincludenotestoexplaininformationindl€financialstat€ments
and provide more detailed data

Required suppl€mentsry i ormatiotr

The statements and notes are followed by the requned supPlementarv infornation ihat €ontains the

budgetary comparison schedule for the Ceneral Fud'

SuppleDentary information

The supplementary infornalion includes a financial data schedule containing financial informatim ofthe

Sectio; i Housing Choice Voucher Program adniristered bv the Municipalitv'

ROMAN TORO & CO., CSP CertiJie.l Public Accoutttnts and Business Consuhants

PO BOX 3013 vAUCO PR 00698-3013 ' TEL. (787) 856'6220 FAX: (787) 856-6233



COMMO\ryEALTH OF PLERTO RICO
MUN-ICIPALITY OF SAN Gf,R\II\

NTANAGEMENT'S DISCUSSION A\D ANALYSIS

Yf,AR E\DED JUNf, 30,2010

FIN{\CIAI -ANALYSIS OF THE MI]NICIPALTTY AS A WHOLE

The folloring table presents a surnmary olrhe Statements ofNet Assets as ofJune 30 2010 and 200S:

TABLE 1

ROMAN TORO & CO , CSP Ce irted Public Accountants and Business Consultants

POBox304l YAUCOPR a0698-3013 TEL (787) 856-6220 F'4x: (787) 856-6233

Net assets {assets over liabililies) mav serve over tine as a us€fiI indicator of a govemment's financial

position. Net assets for tie year increased 14% with respect to prior vear'

The largest pomon of the Mturicipalnv's net assets reflecls its investment in capital assets (e'g' land'

constru;tion in proSress, buildings, equipmenr and iniastruciure); less accumulated depreciation and less

-v r"i"t.a *rit".-ai"g aebt used toicqune those assets. The Municipalitv uses these assets to provide

seivices to its citizensLd consequently. these assets are not available for tuture spending The resources

neea"a to t"pav rfr" a"tr ."lated to thesi capital assers must be provided ftom other soutces' because capital

assets are not generally liquidated for the purpose ofretirlng debl'

Reslricteal net assets represent resources that are subj€cl to extemal restrictions on hov they mav be used

uor""tt.r"a n"t assets are rhe pan ofrhe net assels thal can b€ used to finance day_to day operations

withoul consEains eslablished by aeu corenants, enablng legislation or other legal requirements'

Colernmental Actiriti€s

Crnent and other ass€ts

Capital ass€ts

Totrl rssets

Lirbilities
Curent and other liabilities
Long term liabilities

Totd litbiliti€s

Net $s€ts
lnlested in capital assets, net ofrelated debt

REstrict€d
unr€stricted (deficit)

Totil net Ns€ts

2010

$ 14,266,273
s1,283,7s4

$ 65,550,027

$ 6,129,351
14,681,169
20,810,522

42.062,828
5,815,686

(3,119.009)

$ 44,739,505

2009 (rs restrted)

$ 14,419,167
45,367,946

,!_____19,r!r..Ll1

$ 4,943,653
15,585,154
20.528,807

36,180,56?
6.062,794

(2,985,055)

_!____19?l!l!9
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COMMONWEALTH OF PUf,RTO RICO
MTNICIPALITY OT SAN GERMAN

MANAGf,MENT'S DISCUSSION AND ANALYSE

Yf,AR f,NDED JTINE 30' 2OTO

As of June 30 2010. the Municipalitv presented an uffestricted nel assets deficit- This deficit primailv

-i""s fro- tontg term obligatiors such as compensated absences and debts -to 
CRIM. for vhich lhe

il;td;l-y ali not pro"iie tundins in previ;us budsets. Hisloricalv,- such 
. 
obligations have beer

Lrag."ja 
",1 " 

'p"y *-v* go" basis with;ut p.oviding firnding for fien fxture liquidarion ln addition'

.p*1ti-"f f."." rira 
""iain-gureral 

obligarion bonds do not have a related capil'al aslet to be reported as

l,i"e.t"a;n capitut u"t ts, ne;f related;ebt section ofnet assets' Therefore, are repon€d as part ofthe
uDrestncted net assets section.

Changes in net essets

The following table summarizes the changes in net assets for tle vears ended June 30, 2010 and 2009:

TABI,E 2

Co\e.nmeDlll ActiYilies

Fees, fincs and charges for *nices
Opcrating gmnts and conrributions
Capnal granrs and contributions

Vunicipal lienseta\es

crantsand contdbulions nd esricted to specific progra'ns

othq
Ner Sain on saleand disposition ofcapnalar\ers

Culturc and recreation

Interesr on long renn debt

Chr.ge in Det.ssets
Net asets-beginning of )etr, &s resllted
Net assets+nd of ,rerr

2010 2009

6.718.993
1.81E,977
6.094.482

:1,391,51?

1,3.19,086
2.0(4,239

4.172.217
56,989

:163.495

5,56q246
t.570,527
6,008,8?5

3.957.513
3.34{).440
t.997.928

1,547t63
193,869
306,265

58.1i I

29.5.11.211

7.195.489
1.720,820

t0.074,722
1,168.000

786.763
2-641,776

565,656

509.371

25,155,369

29,:130,025

5.745.115
I,594.494
9,867J65
1,82E.497

786,763
2.971.240

644,181
56.329

447.982

23.948,826

5.48I.199
39,258,306

$ 44,739,505

4.3ri5.868

19.258.306
34.8?2.418

ROMAN TORO & CO,.
PO BOX 3043 YAUCO PR

CSP Cenilied Pubtic Accountants dnd Busi ess Consultants

00698-3013 TEL. (787) 8566220 F,4,Y: (787) 856-6233
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Yf,AR trNDED JU-\-,E 30.2OIO

FTGLRf, I

ffidorC.rar*r:ltiro-Oovtrdldrfr
djx;rfr,b.4rt'adJ

Olher

Caialgers

operdr€grIls

2.000 4.000 10,000

COMIIONWEAITH OF PUERTO RICO
)III{IC IPALITY OT SAN CERMAN

MANAGEME\T'S DISCUSSION AND A"\AIYSIS

ROM4N TORO A CO., CSP Cert$ed Public Accountants and Business ConsuLants

PO Box 3043 YAL|CO PR A0698-3043 ' TEL (787) 8566220 FAX: (787) 856-O)3

Approximately 23% of the Municipality's revenues came from fees and charges for setrices' 2lol' Fom

"upirut 
g.unt". tS"Z. *r"rt icted gants. 15% ftom propertv taxes. and 1l% Irom m-unicipal lic€nsi'a The

Municifality's expenses cover a range of senices. The largest expenses are public works and sanitation

representing approximately 45%, and general government with 28%.

Witb respect ro prior year. re\€oues reponed a net decrease ofapproximarelv 0'1%' This net decrease is

primarili the res;lt of: (1) a 2l% increase in fees and charses for services that resulted &om a 45% increase
-ln 

construction permits and an increase of29% in the compensation in lieu oftaxes received from fie P R'

Ele€tric Power Authority (P.RE.P.A.): (2) a 24% deqease in capital gams ihat resulled fiom an 85%

decrease in the firnds piovided by the P R lnftasEucture Financing Authoritv for improveme'ts to the

Arquelio Torres Coliseum, fiich was ol\et bv $3.055'175 received Fom tnw No' 2212 and PEC grants

for the improvenents of the downrorr elecrric svstem and other capilal projects: (3)16% indease tn

operatiog granls due to the additional federal nmds recei\red under the AIneican Reinveshent and

n"**.v e" ('ARRA"), ticluding Earlv Head Slart. Energv EfEciencv, Capacitv Building and

Homelessness Pierention and Rapid Re-housing programs; (4) an 1l% increase in propenv taxes that

resulred fiom a 37% increas€ in the property tax collected for the debt serlice filnd ("C A E "); (5) a 7l%

decrease in ifierest due to a significanl decrease in the interest rat€s eamed on the cenificates ofdeposit;

and finallx (6) a 27% increase in other rerenues due ro a $172'199 settlement ofa legal claim 6led bv the

Municipality against one ofiis conEactors.

It

6.000



COMMONWEALTH OF PUERTO RICO
MUI{ICIPALITY OF SAN CERMAN

MANAGEMENT'S DISCUSSION AND ANAIYSIS

YEAR f,NDED JUN_E 30,2O1O

FTGLTRf, 2

MrEricipality of Satr GeIrnAn
ExD€n-se6by frnction - Gove unenta.l Activilie

Fi6.alyears srded Jtme m.2ol0 ed q)oo

8,000

furdlonr 2009

Expenses decreased 5% in comparison with lhe 2009 vear. Th€ most significant decreases.Ncurred in

;d;cation with sI"/.. general go\€.nment with 18ol., public safetv vith 7% and in Public orks with 4%'

ffr"* a..""*" *"i"" off""t ty u l3% increase m housing, welfare and communitv develoPmenr' The

significanr decrease m education is alue to tmnsfer of the salaries. emplovee benefits and other cosls

miuo"J ty ,ft" lf*i.ipulity's school bus drivers to the new transponation depariment deated within the

oublic woiks tunction. The 51,219,355 decr€ase in general govemnent is due 10 a 5% decrease in the

i."-.a -^p**r.a "U"ences 
thar resulred &om a 4% decrease in the total nunber of workers employed

iv ir," llGiipal v ta* ,o the hiring of 20 saritation emplovees bv rhe pri!"te companv.in charge of the

n;r"Llrur,on ot rhe sasle removal 'ervices): 
and Io a laoo decrease rn fie $orkmen s compeosalion

l-p."t. rfr. 1", a.**re n pubhc saferv is the result ofa 12% decrease in the salaries and emplo)€e

U"l"ni" p"la ro the municipal police force (due 1o a reduction of policernen thar transfeEed to the

iommonwealth\ police lorci and olhers who retired during rhe vear) The decrease in^public rlorks is due

. 
" 

s6y, a*..r"; in noncapital outlavt Tte significant increase in housinS, welfare and communirv

a.*r"p.*i l" a* . " 271" increase'in trre opeianng cosrs of rhe r$o PRPHA :-low-income 
hNsing

frojats admhistoed by the Municipalitv and ro rhe expmses incurred bv ARRA-tunded programs

i."irai"g c"p*ity Buitaing and nomaeisness Prevention and Rapid Rehousing prosrams As noted

p."-"""t tri" -tnirn"r ,etlecrease in .e'enues and fie reasonable net decrease in expenses caused an

in"..u." of zsv" in,t 
" 

n", change in net assets wilh resp€ct to the prior vear's net change

The following table focuses on lhe cost of each of the Municipalitv's large$ progr-ams as well as each

progam'sne;cost (lotalcost less fees generated bv the programs and program specific iniergovemmmtal

aid):

ROMAN TORO & CO. CSP Ceiilied Pubtic Accountants a d Brfiness Consultants

PO BOX 3043 YAUCO PR 00698-)013 ' TEL. (787) 85G6220 FA,Y: (787) 856'6231
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The net cosl of se ces was tully covered bv other general revenues such as propenv and municipal license

FINANCIAL ANALYSIS OF THE MLNICIPALITY'S FLINDS

Govertrmental futrds

The focus of ihe Municipality's govemmental fr]nds is to provide information on n€ar'term inflo$s'

outflows and balances of-resourcei available for spending. such infornution is usetul in assessing rhe

Municipality's finaocing requir€ments. ln pa icular, unresened tund balance mav se e as a usetul

..as*" of u lt*i"ipnl-lry's net resources auilable at the end of a fiscal vear' For lh€ fis'al vear ended

June 10. 2010. tne govemmental tunds reported conbin€d ending tund balances of $4,761,665' a net

decreas€ ot $2,216,659 in comparison wilh the prior vear' Tlis decrease wai caused pnmarilv bv a net

change in fie general tund of($658.?35); 5568,295 ur the debt senice tund' {$408'527) in the Pernanent
-rpii"i r*pr"*."rt. n,.d: and (S 1.623,314) in iie other goveromental tunds Oflhe total comhined tund

bularr""", (i2S9,570) C6%) constitules unreserved filnd balance- The remahder of firnd balance is reseraed

to indicate tiat is not available for nev spending.

Th€ aeneral tund is the operating lund of the Muicipalitv For lhe vear ended June 30' 2010 dre fimd

balarice ol lhe generat filnd decr;ased bv $658.735 when compared with the prior year' There was a net

i""*"* i" *r!n*. of S628,665 due to: (1) an inseas€ of $644'221 in renral income and charges for

senices due to a 19% increase in the comPoetion in lieu oftaxes received 6om ihe P'R Electric Power

e",r'".iry fi.te.p.e.l; t:) a Sl 17,006 increase in intergovemmantal revenue due 10 a 3% inoease in the

firndsraeivedfromthe'nunicipaleqMlizationfundi(])a$19g.612inoeaseinotherlevenueduetothe
ieimtursement forn puutic clrd; cae tunds of salaries and emptoyee benefits incurred by the municipal

poii"" ro* -a of worknen's compensatim costs incurred bv various Commonwealth\-a'd Federal

Drosams: t4) a $314.949 alecrease m prop€rt! taxes clue to a non-recurrenl receipt from the CRIM in fiscal

i."iiooo "rp.i., 
years properry taie.: tst and finallv, a $85.967 decrease in-interest.relenue due to a

a""."u.. io tlr" lrter""t .utis eamed on the certificates ofdeposits osned bv the Municipalilv'

COMMONWf,ALTH OF PUERTO RICO
MLBIICIPALITY OT SAN Gf,RMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDf,D JUNE 30. 20IO

TABLE 3

ROMAN TORO & Co., CSP Ceftilied Public Accountatts and Busnless Consulta ts

PO BOX 3043 vAItCO PR A0698 3043 ' TEL. (787) 8566220 F'4'Y: 087) 856-6231

Totsl Co.t of scrvbe.
2009 (as

Functions/Prosrsms

Net Cost of $rvics
20,09 (rs

2010 restated) 2010 restatedl

Henlth
Housitrg w€lfare and community

Culturc and Recr€alion

Orher

( 3.10,1,265)
(1368,s67)

(73,191)
(1.828.497)

(786.763)

(1,034.179)
(582.031)

9,101

5,745.175
t,s94!94
9.867.565
1.828.497

786,763

2.977,240
64-1,181

56.329
447.982

6,965,130
1.720.820

t0.305.0E1
1,368.000

786.763

2.641;716
565.656

509.371

(4.605,18s)
(1.539.920)

521.021
(1.368,000)

(786.763)

(892.r08)
(550,622)

{284.773)

$ 23.948.E26 S 25.155.369

(44?,982) 1509,371)
$ r9-llo.l74r $ l10.015,721)

l0



CONtrVONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30,2OIO

The net decrease in expenditues of$71,616 is ihe resuh of an increase ofS479,0I7 in sanitation wices:

"-isi,95: 
i.'.** u ;rture and recrearior (due 1o a 15% increas€ in salaries and emplo)€e benefits); a

szsr,isl a""r*"" in 
"ducation 

as a result of the transGr of the salaries. employee benefits and orher costs

lnculreabyrheM,micipality,sschoolbusdriverstothenewtransportationdepartnenlcreatedwilhinthe
nutrlic works tuncnon soverm€nt: a 5169.122 decrease in capilal outla,s: a $9t'209 decrease in public

laferr (mainty aue to a t2D" decrease in the salaries and enplovee benefils paid lo t-he municipal police

r*""u"u."*rtoru..a,"lionofpolicementhattansferredlotheCommonwealth.spolicefolceandothers
who retied during the year); andfinally, a $70.235 decrease in public works as a result ofa t4% decrease

in repairs and maintenanc€ and operating equiprnent leases expenditures'

Gf,NERAL FUND BUDGETARY HIGHLIGHTS

Th€generalfundoriginalbudgetforthefiscalperiod2009'2010presentedadecreaseof6T"withrespectlo
prioipar budget. emen<lm-1" o rtt" o;ginl Uoaga are approved bv the Municipal L€gislature During

h" n".rr y"u., t ag"t ."renues were increased bv $ I .257,704 due to an increase in the ::iimaG adjustrnent

maae Uy ixrre ;f the contribution in li€u of taxes ("CELI") for the fiscal vear 2009-2010 and to an

lncrease;ttrennasre"eivedfionthemunicipalequaliztionfund.Budgetexpenditureswereincreased
by $1,628,249. Actual revenues were more than the revised budgeted reltnues bv $91,471 (net)' fte most

s;gnificant posirive uriances were in municipal license taxes ($77.963), intersolernm€ntal revenue

1$i:,e::1, ana odrer revenues ($71,767), which were offser bv a nesative variance of S96,79s in interest

ievenue and 515,3a6 in sales and us€ taxes. The positive variance in int€rgovemmental revenue vas due to

an increase in ihe Christrnas Borus reimbursement received fiom the P'R' Departrent ofTreasury The

57I.767 positive variance in other revenu€s is mainlv due to the reimbursement of wtrkmm's

*.p**ii* anll Single Audil costs nade by various stare and fed€ral progams and of elsries and

empioyee benefis "*t ;Uutlon" of Public works and sanitation emplovees used in clean-up projects

"Gla"a 
ty ffvA grants. The neg;ti\€ variance in the interest revenue is the result of a significani

decrease inthe interesi rates eamed on th€ certificat€s ofdeposits owned bv the Municipalitv'

A positiv€ variance of$43,802 between revised budget and actual expenditures \las due-mainlv to a net

deirease of$10I,619 in general govemment. which was ofTsei bv a negative variance of $59,230 in public

works. The positive rariance in general government expenditures is due mainlv to legal claims. municipal

legislalors ailowances, workmenis compensation, state unemplolment tax and telephone chatges that were

teis than ttre budget estimate. The negative variance in public wofks is due to elect-ic service charges in

excess ofbudgeled amounis. Actual expenditures exceeded actual revenues bv $321,221'

CAPITAL ASSf,T AND DEBT ADMINISTRATION

Capital rssets

Attheendofthefiscall€ar.theMunicipalilvhasinvested$51,283,?54(nelofaccumulateddepreciation)
in a broad range of caiital assets. inchrdmg buildings. parks' roads. bridges' land and equipment' This

amolmt represetrts a net increase ofapproximatelv 13% over ihe prior vear'

1l

ROMAN TORO & CO., CSP CertiJied Public Accounta ts and Bushess Consuuants

PO BOX )013 YAUCO PR 00698-3043 TEL. (787) 8566220 F'4'Y: (787) 856-6233



COM]IIONWEALTH OF PUERTO RICO
MT]NICIPALITY OF SAN GERMAN

MANACEMENT'S DISCUSSION AND ANALYSIS

Yf,AR SNDED JLI}iE 30,20IO

TABLE 4

The Municipality's major capital projects that were still in construction as ofJune 30, 2010 are as follows:

. Construction ofa sanitary sewer s)'stem Guama Community - $ 1.539,253

. Improvements to ihe domto*Ir electrical in&astructure - $1,208'219

Thes€ projects will b€ financed tlrough Federal 5nd Commonwealfi grants' fimds fiom dle commonweallh

l,egislature, general obligadon bonds and Municipal filnds.

In additior, the Municipality acquired equipment amounling to $503,025' mainlv vehicles for fie mmicipal

police force acquired with Public Order Code gant tunds.

Capilal assets composition as ofJune 30. 2010 follows:

M nkipalttY of san Certuin
co tpos ir ion of C aP it al Atset s

As of lune 3O,2O1o

s Buildingsand buildinSs

ROMAN TORO &CO.,
PO BOX JO13 YAUCO PR

CSP CefiJi..l Public Ac,:ountahts and Business Coksuhants

00698-3043 . TEL. (787) 856-6220 F-4*: (787) 856'6233

Nondeprsbble assetsl

Conshction in progress

Buildings and Buildings Inprcvements
Equipment

Bridges

7.224.602
6.937.405

24.050.498
3.614,43E
4.359.526
5.097.285

5,961,346
8,885,906

17,001,434
3.608,290
4,676,742

5 51.283.754
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'SDISCUSSION AND ANALYSIS

Yr,{]' f,NDED JUNE 30' 2OIO

More detailed information about $€ Municipalitv's capital assets is pres€nted in Not€ G to fie fnan€ial

Lotrg-term dcbt

At year-€nd, the MuniciPality maintains an outstanding balance of$9,514,568 in general and- sPeial bonds

-d ootes. a de".** ofto% with respect to prior year. The following is a sumary ofthe Municipality's

outstanding debt as ofJune 30, 2010 and 2009:

TABLtr 5

Go\ernmental Actiliti6
2010 2009

Genenlod spe.ial obligatio. bonds and

G€neml obligion bond anticipation note
Note palable io CRIM LIMS
Nole D6'able to CRIM p;or YeaB

delinque.t aeounts
Compensled abdenes

CIaims and j!dgrnents
Palable lo CRIM propeny rax advan..es

Nole pa)able to PRASA
Liabiliiies exp€cted to be refinanced
Note payable ro ERS

Toral

$ 9,514,568
149,244
to?A\3

106,098
3,489953

346,355
55,m0

122,226

31.294
44.620

719,198

$ 14,681.169

10,516,568

165,852

u0921
3,692,679

402,681
t4.000
84,788
57.295
92,028

62.105
386.237

15.585.154

Durjrg the year, a ne\l bond anticipation note was issued jn t]Ie amoult of$149,244 for the construction of

u .-iiury ".*". "y**. fte liabililies expected to t'e refinanced correspond to an outstanding matured

debrof$56,60sforunemploymentbenefirspaidbvtneComnonwealthofPuertoRicoonl'ehalfofthe
Municipality. Ofthis amount, the Municipality intends to refinance 544,620 on a long ierm basis tbrough

the;suance ofa $a4.620 non-interest bearins note actually issued on August 26.2010' In addition dle

i""r"u." i",t" rot." puvutle with Pueno Ricotlectric Power Authoritv (PREPA) is the result ofan excess

oitfr" u**f *"tgy-"ft.ges incurred by the Municipalitv over the conribltion in lieu oftaxes ("CELI")

i".,lr. n*"r v*, iriog-:o-09. which was recoiled both a long term debt and an account receivable aom the

agency. Finaily, rhe decrease in conpensated absences is rhe result of a 4% decrease in ihe total number

"i,prJy""" 
*oiling ror rr'e Municipa-liry as ofJune 30. 2010 due to the hnins of20 sanitadon emplove€s

ty'al p.it"t" coirpany ;n chargi olihe privatizadon of the wasle removal s€rvices' More detailed

i"fon"uilon ,toot Ae u*icipalit's long-t€nn liabilities is pres€nted in Note I to fi€ financial slaiemenrs'

t3
ROMAN TORO A CO.. CSPCetiJied Public Accountants and Business Consuhants

PO BOx 3043 YAUCOPR 00698-3043 TEL. (787) 856-6220 FAX: (787) 856'6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMf,NT'S DISCUSSION AND ANALYSs

YEAR ENDED JUNE 30,2OIO

ECONOMIC FACTORS AND Nf,XT Yf,AR'S BUDGET

The Municipality's selected and appoiflted officials considered many facrors when setting lhe fiscal vear
joio-ioli't ag"r. one of these iactors is the economv. Amons economic areas considered are rhe

p.prf"ti* gl"i f, estimales, personal income, housing statisti€s and unanplolment rats The
'r'ai"i"ipul;ty;" on..pfovlnent ra; now stands al 17.?%. which conparcs wilh lhe Commonwealdr rate of

16.6r/..

TheMunicipalilyappliedaconservaliveapproachindelelopmentbudgetestimates.Arnountsavailablefor
upprop.iution" in ihe General Fund foi t}e fiscal vear 2010-20t1 are $17,128,566' an i'dease of
approiimatety lX u r respect to prior year estimates. Budgeted expenditures are €xp€cted to b€ reduced

allor<lingly to the decrease-ofbudgeted revenues. In addilion lo the estimated budget for the gen€ral tund'

dre Municiparity has submitted Federal and Commonwealth tunds proposals for welfare as well as for

capital improvements and public works tunds.

CONTACTING TIIE MUNICIPALITY'S FINANCIAI MANAGEMENT

Thisfinancialreportisdesignedtoprovideourcitizens,laxpavers,andoeditorswithag€neraloverviewof
theMunicipality,Sfinancesan.ltodemonstratetheMunicipality'saccountabililyforthemoneyitre.eives,
If you have quistions about this repon or need additional information, contact the Municipality's Dire€ror

ofFinance at P.O. Box 85, San Gennan, Puerto Rico 00683.

ROLLAN TORO & CO, CSP Cenilietl Public Accountants und Busi ess Consuhants

Po BOX 301) Y,IUCO PR 00698)043 TEL. 1787) 856-6220 FA'Y: (787) 856'6233
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COMMONNEALTH OT PUMTO RICO

:ITUNIC IPALITY OT S AN GTRMAN

STATTME\T OF NET ASS EIS

Jl]NE30,20r0

Assetg

Cash andcash cquivalenls

Reccivables (ner of a llo*ance for uncollcdibles ) (note C):

Mun icipal liccn se raEs

Rents and construclion Pcrmils

Commonwealth C.vemmnt
Fedeml covem'nen I

Cash and cash equi!alenls
Cash wilh liscalagents

Defemd bond issuancecosls. net ofaccumulared

dmniarion of$16.185

capital assers (note G):

tz.d and co.srruction in Progress
Oth er calnal asscls. net

Toral capital assets.ner

Orherassers (nole F)

Lirbilities
Accourts pa!,able and accrued liabilities

aommonwealth Co!emmcni {nore D)

Fede.al Govemmcn t

t ng-tcnn liab ilitics (nore l):

Due within oneycar
Due in rmrclhan oncyea.

To$l lilbililies

Ner sssels

!nvested in capnalasscts.ner ofrelated dcbl

Capitalprojects

Oth.r specitied purposes

unrestricred (de6ci1l

1,290.692

179,003

t27,682

782.413

2,15t,515

578.325

4.265,384

4.161.932

38,227

1.1.162.m7

31.tzt.147
51.283,754

9t.l0o

$ 65.550,027

$ 1478,419
210,080

306.865

444.288

2,689,701

2,339,571

12,341,598

20.810,522

42062.82E

619,964

3,530,378

1,665.344

(3.139,009)

$ 44,739,505

The accompanying noles are an inregral pan of these financial statements

ROMAN IORO a CO. CSP Ce irted Public Accou tantsa d Business Consuhants

PO BOX 3013 YAUCOPR a06s8-30$ ' TEL. (787) 856-6220 FA'Y: (787) 856-6231
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COMMON\TTALTH OF PUERTO RJCO

M L','{ICIPALITY OF SAN CERMAN
STATf, Mf, NT OF ACTIVITIES

FISCAL YEAR ENDf,D JUNE 30.20IO

Exp€nses

Fees, Fims Operatinc

and Chrrges Giints and

forSerrices Conlributions

Net(Expenses)

crggsj! N{4""l!

s (3,104:65)

(1,468,567)

(73,191)

( 1,828,497)

(786.763)

(1,031.179)

(582,011)

9,101

(447.982)

(9316374)

Capirrl
Graots and

Contributions

GoverDr entsl activitie3 :

Geneml govemment

Public safery

Publi worls
Saniiatun

Heallh

Cuhur€ and recreation

Educatirn

lnreresl on long-t€rm debt

Toial govennneni activities

u1.982

t 2lqlll.82o S 6._l8.sqj $ 1.818,0?- s t'.044.482

330,894

t2592',1

286,061

948J15

62-150

65.430

G€n€ral R€venues:

Municipal licenle raxes

Sales and use laxes

Granls and conmtulims nol restncted lo sp€cllt progr.ms

Other

Tohlseneral revenues

Chrnge in net tssets

5.',l45;775

1.594,49,r

9.867J65

1.828,497

7K,',]63

1,977 240
644.I81

$ 2310,616

3,413.83r

94546

6!D4182

4391.517

1,34S,086

2.061239

4,172217

56989

461..195

t+,797.513

$ 44-739-505

5,,181,199

N€t alsrts b€gi ring ofr-ear, a5 resltled (note P 39J58,306

Net $sets end of -itar

The accompanyng notes are an integral part ofthese financial statements

ROM4N TORO A CO., CSP Ceftifie.l Public Ac.ountants and Business ConsuLants

Po Box 3043 YAUCO PR 00698-t043 ' TEL. (787) 856020 F,4,Y: (787) 856'6233
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co\t\Iotlvr,\LTH or PtTRTo Rl(O
\It}lcl?.llm ot s \\ cR\t{\

B rl.r"\Cf S IIIIT - @\ tR\llFliT,{l tll Ds

Jtr-'EJ0.2010

A!s.l!
Csn ed dsh eqDiv.lsls

Reivabks (nel olaloMe fo, uncou.clbh ):

Rei$ md oisltuclron p.mits

Confunwolh Cnv@Erl

AdvMcd roofidturds ("ol€ D

Cash and 6n .quivalenrs

Toal arel!

U.lililiB edturdldd..r

Acounts pay$lc ud amed lnbililies

M{ured bon& ,nd ht.6l payabL

Colimnw@hh C.vmrnl

Advdc6 tob olher tu.ds (nole D
Deaftd Evenues (,ot€ H)

fdd litlililies

olndspsifi€d puD6es

lD,00l

l17,68l

761391

'.00r.1r7 ,,sle

x5.531

l0.0ll

573,t15

16'll9

,,*,:,

44.rr88

1,575.136

986,59?

127,632

78a4ll

1151,515

578,15

1,631,8t6

285J31

4:65,184

$ 16,054,161

1473,421

981151

:106,866

1.631,88n

:s.5ll
5,161,13

l06,lll

l?57.593

841498

185,51r

3,661,11:

lud

S-
----tr!4-
! l:90,692

lhior rm(t
Cmmnwrloi PorMenl

Irgirlrli* C.dtd
R..olnrim\ lM@menli

s,s

I'o .

1.066.0.11 859,5'16

l0..ll6

s 1.0h,103 1 85o,itb i !. s.uj

6TT.A

o.rru,r*

,rar3

,rr*,

arrrrq
t*,rr,

ts5.iI

S 5159.911 5 1719.'r5M,076,803 S S59.i'16
lotd fundtalm.e!

Iotrl liatilid.\.nd lund hlurcr ! i. s.t.ti 5 16.05.r-16l

The accompanying notes are an integral part oflhese financial slatements

ROMAN TORO & CO., CSP Cetuilie.l Public Accountdnts anil Busircss Consuhants

PO BOx 3043 YAUCO PR 00698-3043 ' IEL. (787) 856-6220 FAX: (787) 8566233
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CONTITON\}EALTH Of PURTO RICO

I\ITNICIPALTIY OF S Ai{ GEAMAN

RECOICILIATTON OT ITIE BAl-ANCE S HET. COVRN}TE\iTAL TLNDS

TO lHE S IAIE\TE\T OF N CT AS S EIS
.Il]NE10.2010

Torrl goErnDctrtll fuod bal.trces:

Amunrs reponed for the goremNnlal actn nies in rhe Sraremenl oltr"et Asseis

aediffeFnr becausel

Cap alassets used in sovemmenial acri! nies arc nor fi'ancialesources and'

rherefoE, arc not rePoned in rhe funds:

.1,761.665

51.281.75.1

t29.327

Oiherasscls used in govemftnla! acdvnies aF not fina.cial resources and,

rherefore, aE .ot r€poded in the tutrds:

Defered chalres+ond issue.osrs 5 18,227
91,100

Olh.rassels are nol availablelo pay forcuE.tpenod cpendnurcs atd,
rhercfoE- aE defemd in lhe tunds:

Municipal licenselaEs
Consmcrion pemils

P.R. Depanrcnt ofFamily Law No. 105

P.R. Depanrcnt ofLbor_ LawNo.52 and 82

P.R. Depanmnlofbbor lzw No- 9

P.R. Depanmtrl of Treasury - Chrislms bon!s Einnu6emni
P.R. Eecfti. PowerAurhodry (PREPA )

P.R. offic e o f Oflbuds m. fo. ihe Eld.rlv

OCAM - Public OderC.d.
fedc@l Cnnls CDBG

Fedeml Gmtrrs Publi. Housine CapnalFund
Fede6lCm.is - HOPWA
Fedenl G6ntS - ESO

FedehlGant - Slare and Cbmunity High*av Safelv

FedehlGanrs - EECBG

l62.gr0
126.510

l5.l.l8l
:152.t51

79.612

160.871

7t9.t97
12.568

111.267

95.E20

ll.5r6
95_150

7,568

(8.66?.568)

(3389952)
(55,000)

( r06,098)
(r02,411)
(7r9,19E)

(146,155)

1t22226',)
(l l:94)
(44,621)

1149.2441

2413,655

\11.72',1)
Inleresr liabilities a.e notdu€ and payable in the cuftntpenod and th€reIoe,

are nor Eported in rhe tunds:

lrng-tem liabililies are nol due a.d pavable in thecuEenlperiod and'

rherefoE are nor Eponed in the tunds:

CEnehl and special obliSation boads and noles

Coryensar€d absen.es
Clai6 and juds@,ts
Nore p,yabh lo CRIM _ delinquenl accounr\

Nor. payable lo CRIM - LIMS
Payable ro PREPA

Christds bonus
Payable lo CRIM-Ptupeny lares advances

Nole payable lo P.R. Waterand Se*erAulhorilv
Norepayable lo P.RDepaam.l oftlborand Humn RcsouEes

Cf, neml obliSalion bond a.iiciPalion.ole

Nerssels ofgoErlment lt lilides

(11.834.169)

5 a1.719,505

The accompanying noles de an inlegralpan oftherie frnancial staremenls
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s
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,1.636

&:3?.'1rl
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Rflial incoE and ch:rgcs forse^ie\

Er6s (&ficienc!) otr.su6 Nr .V.ndnres

Oflrrnn ciryr rai{us$):
B.nd m{iciparion nore nsu!nce

Iiltiliryc\Oecredlobe.inanced undplolmnrra\
P4 Enr oflonsam debi - PREP.\

Trl, dEr finrdng sNr$ {us.s )

\er chmge i, fud hlucs (&licn)

s 1313,102 S l,6lq6i3
1.10t.016
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1r16
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r.,r.37] li.1.l0
1051.61.1
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1.?,f.]l0
736.761

5e1513

i':39

5.T

t17.5j

7r,033 
:t,

.
?5327 ,117,230

l,r5l.l7l

23,rXt.0%

t,t0J29

19l9pX

7,lllrl5

41l:39
29.3,().361

r l !9 b.:r rll5970)
r3s.014 (,116.3911

(r.63,1]1) (?:16,657)

6.98J:.:

9,101

11695,?31

(rqr4)

l4l.l1:

.rll,l39

____-]l!L:e_
,rrTill 1q095.796

(10&517) {1,303,164)

tlr::

r 174.341, e060J
161936rr (:ooj

(653,R5) 56q195

h'd ldme xt hgiming oll.r tt39.lul rrr6l,n3-l

! 1,s.?.13 \ ler.5ra 5 r.'6166i

Thc accoDpanying nors arc an integml pan of lhese fi nancial sratements
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{-]oMN,(,N\TTAI,TH OF PI]lRlo RICO

MUNICIPALITYOF SAN GRIII{N

RIMNCN-LTIION OT IHE STATE\ID\II OF REr/E{IIE, D@DTDTURTS AND CIIANGE

n\ FrIND BAI-ANCEj @mCIt) - CO\mNIt EIT L ILNDS IO IIIESIATELITOF CTIVIIIE
nscAL laaR E{DED JtNli.}0, 2010

Netct rg. h t[dh.ls.t - toirl gN.rmod nr.t

ADuDts Eponed for sovmMbl .divili6 in rne St,l.mr of Activni* G ditrq$t be.us€:

C.vmmlal tunds eports clptal6sert oulhys as e&odnu6.llowd. in rne St.lemr ol
adivnis rhe 6sr oalnose assets is a0rcaied ovd lhei dliGred usetul liv* dd Eponed 6

EaddnuB for€apial assds:

L6s: cutmt y d@Eiatbn

C.vdlmlal turds only rEpon fie pme€ds e€ived n lhe dirposal of assets. In tlie Sbrfftrl
ofAcliv{b, a gan or bs a Epon€d tur€cn distDs.l. Thus de €luse in trel .$els ditr6 ,on
ihe chang. ir fund babn e by th€ cosl ofrne dispos€d 6sd:

Rddu6 ir lle state@r olactivnis thar do not pDvide culmr tumcirl 6om6 e.ol
Epoded as Bdue n lne tuDd5:

Muicip.l Iimse l,x (nel chatrg€)

C.ostru.Gn pmns

P.R tlp6nml of TEsury - bw No. ,
PRD€pan,mloITMsury-t * llo 9

P.R DEpanmr of T6ury C[risrE bon6 Eidusemr
P.R Eb.tri Powq Autho.iry IPREPA)

@AM - Public (hic Code (cu6r Ysr)
F€d@l Cftnc - Publi Ho8ing Clpnat Fud
Fedmlcmtrrs -cDBc
Fed@l Cranb - EECm

Fed@l Cm - Srate dd Comnity iletw.v Ssf€tv

Don.l€d capital assels

RflduB eponed in tunds wnicn aE nor rcponed 6 Evf,us i. tne $al@r ofActivnB:
CRIM - PDpeny laB (Cn@l Fud) {culmt yar)
CRIM - nopeny taB (Ca@, Fud) (pior yar)
CRIM - l,trsovmmlal (Prior Yar)
Sales and ue us lMr sdae Fud) (prbr vtr)
Ssl6 and ue l.s (Cn@l Fund) (Prior Yd)

PR Etclri Pow Antnonty OREPA) (Prbr ya)
P.R D€Fnnal of TEsury - Cttiltr bon6 EiduEe@r (prir va)
OCAM - P$lic Nd C.de (Prim Yar)
P.L DepanMr oflEsury lns M. ,
F€d@lGuts -CDBC

F€d@l G,rG - Publi HousirS C.pial Fud lprnr vd)

Eqaditur Eponol b tunds u,nih aE.or Eported as e46s6 n lie Sbr€lmt of ActiviIi6:

MarlFd bonds pdcill p.ylml5 (nel change)

Poceeds tonoAd lo.s tm debl is e olhd tumchg souae it tte sordMlal tutrds.

b b@se h.s1m lnbinis h th€ Slatml ofNel A(sd(:

Repaydr of lons-l€m dei,r onsulB lhe culmr Iiuncnl GouE6 ofgovmmd nrds bul

hs no efrel otr trd assds of sov ngtal acliviis:
C..ml obligatnn bmds ed nols
oth6 bng{m [abiliaB

(2,216,657)

226520

15.837

n.$)

t60.8?l

642.611

ta]J71
95.820

%tn
7J68

_iqq

i52.643)

1s205

(t3210)

(55.6t9)

1119.451)
(18?.033)

(l20,llt
(92.689)

(ll3J00)

s zll1.815
ll_751.369)

1.576.804

2.412.124

(1.0410?5)

51,0@

(r94,865)
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CO{II\DN\!f,ALI1I()rP[IXIORICO
NINICIPAIITYOI SAN @,l!AN

RMONCIII,JI,TO{ OF THESTATAI&IT or RI'T'INT]ES, D(PTNDTTI,RE AND CIIAN(8S

IN IIND BAL{NCES (DTITTD - OIIRN]I{NTAL IINIX IO TIISTAITMNT OT ACIMTIES

ISC,TL }E{R IND{D JTINESO. 2OTO

Covenmral tunds repon the effe.t ofbond issuance costs 6 o9t rdituE s'hg) debt is frst

isrued uAetE rh€s€ arlDuts edeffi od al|DlliEd in lhe gatetlEr ofActivitix. Ihis

amurt is the net etre.t ofth€se ditreac:
Amtiztim ofbond ilsuece cost!

Sor €ryeises rcported in the Staffit of Acliviti6 do not requirc the use ofcumt fnandal

rcsourcc &d, th€lEtulE, N nol E?o.ted a evendituB in th€ govmlmtal fimds.

Oai6 andjudemrs
Acmed interesi (net choge)
Corpeosated abs€nc6

PR Ee.tdc PosEr Authority (PRIPA)

G.rye in nct {s!eb oago\. Edd *tltld.s

(41,m)

\92244)
(%3917)

(34635'

(6.15r)

0337,759)

$ 51181,199

T1le accompanying nores re an inreSEl pan ofihee Gnancial statements
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COM]ITONWEALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

June 30.2010

NOTE A - SUMMARY OF SIGNMCANT ACCOI]NTING POLICIES

The Municipaliry ofsan Germrn ("lhe Municipality'') was founded in l5?3 The Municipalitv is sovemed

tv rhe executrve and rhe leq'slative branch el€ded for a four vear term during the general elections in
p'"eno Rico. the Mavor ri the ex$utive oflcer and the legislative branch consists of fourteen (14)

members of tle Municiial Legislature. The Municipalitv engages in a comprehensive range o' sesices to

tle community such asr gen".il go"e*-*t ud.ini"t atiott, public works, healtl' envirorunertal contol,

education,publicsecuriry.welfare,housing,communitvdevelopmentandcultureandre'aeationacrivities'

The financial statements ofthe Municipality have been prePared in accordance wilh accounting principles

generaly accept€d h the United States as apptied to govemme al units' The Governmental Accounting

itanaaris Soaia 1CeSAl is the standard-setting body for govemmental accounting and financial reporting'

lhe GASB periodi€ally updates its existing Governm€dal A€counting and Financial Repo(ing Standards'

which, along wilh subseq;€nt GASB Fonouncements (Statements and Interpretations)' constitutes GAAP

for govemm€nlal units.

l. Fina cial rcpoding ennry

TIe finarcial reponing artily included in this report consists of the Snancial statemnts of the

Municipaliry of San Germrn (pIimary govemment). To fairlv present rhe fimncial posirion dd the

results ;f derations of the financial reporting entitv. management must determine whether its reporting

entity consists of only the legal entity known as the primary goverflment or one or more organizalions

callei component units. Tlre inclusion of a potential component llnit in the primary govemmenl's

repoiting entity dQends on whether the primarv govemmeflt is financiallv accountable for the pot€ntial

componinr unit or on whetler the nature and signifrcance of the relationship- with the primary

govemment is such thal exclusion would cause the reporting entitv's financial $atemtrts to be

irlslearling or incomplete. There are lwo methods ofpresentation ofthe component unit in the finaf,cial

statemerlt; (a) blend;g fie fiIlancial dala ofthe compone units' balances and tasactions in ' mannE

similar ro the presenration of the Municipaliry.s balances and (b) discrete presentation ofthe compon€nt

unit's financial data ln columns separate fom the Municipalitv's balances and transaclions

The basic crileria for deciding financial accountabilitv are anv one ofdre following:

a. Fiscal dependency ofthe potential componenl unil on $e primary government, or

b. The prim'ary government ippoints a voiing majoritv ofthe potential componert unit's governing bodv

I) The primary government can impose its vill on the potential component unit and/or'

2) A financial benefi, burden exist between the primary govemment and the potenti'l componsrt

unit.

ROM'N TORO & CO., CSP Ceftiled Public Accounta,lts and Business Consuhant" 22
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.Iune 30.2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Cotrtinu€d

ln addition, a legally sepamte, tax-exempt organization should be discretely pres€nled as a component

unit ofa reporting entity ifal ofthe following oiteria are met:

a. The €cononic resouces received or held by the separate organization are efltirelv or almost entirely

for the dir€4 b€ne6t ofthe primary government, hs component units, or its consdnrents'

b. The primary governinent. or ils componenl units, is entitled to, or has the ability 1() olherwise access,

a majority ofthe economic resources r€ceived or held bv th€ sepamte organranon'

c. rte icoriomlc resources received or held by an individuat organization that rhe spe'ific primary

government, or its componenl units, is entitled to, or has the ability to otherwise access, are

significant to the primary government

Other orSanizations should be evaluated as potential componeflt units if they are closelv related to, or

Enancially integated wilh, the p mary government. Professioral judgment is applied in determining

wtrether tire retationship between a primary goverrunenl and other organizations for which fie primarv

government is not ac;ountable and $at do not meet these criteria is such that exclusion of the

organizarion would rarder the financial stalements ofthe reporting entiiy misleading or incomplete'

Based on tlle above crireria there are no potertial component units which should be included as pan of
dre 6fl ancial statements.

2. Basis ofpresenta,ion, nea ftmedfocus a basis oJaccouhtins

fte financial report of the Municipality consists of the Management's Dscussion and Analysis

(MD&A). basi€ financial statements, notes to the linancial statements and required supplernentarv

infornation oth€r lhan the MD&A. Following is a summary presentation of each' including the

measurement focus and basis of accounting. Measurement focus is a lerm used to descdbe lili',
bans€tions are recorded v.ithin the various financial statements. Basis of accounting refers to "'
tran$ctions are recorded regardless of the measurement focus:

Manaeement's Discussion lnd Atralvsis

This consists ofa narative inlroduclion and anal,rical overyiew ofthe Municipality,s financial activities.

This anal)sis is similar to the anal)5is the privat€ sector provides in then aDnual reports

Brsic fina$ial staiemetrts

Basicfinancia|statem€ntsincludebothgovernmenFwideandfundfinancialstatements,Bolhlev€lsof
statemenls categorize primary activities as governmenial tlpe. which are prirnarilv supported bv taxes

and intergovemmenral relenues.

COMMONWEALTH OF PUERTO RICO
]IIUNICIPALITY OF SAI{ GERMA"\

NOTES TO FINA.\CIAL STATEMENTS
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COMMONWf,ATTH OT PT]ERTO RICO
MT]NICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jure 30,2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Government-wide statemenls

The govemmenl-wide statements consist of a Statement of Net Assels and a Sbtement of Activities'

TheJ statements are prepared using lhe €conomic resources measuremenl focus, which concentrates on

an entity or tund's n;t aisets. A1l ransactions end events that afecl the tolal economic resources (net

assets) during the period are reponed. The sialements are reported on ihe accrual basis 
-of 

accoun ting

Revenues arI recognized in thi poiod eamed and expenses recognized in the period in which the

associaled liability is incurred. Fiduciary activities' if anv, whose resources are not available to finance

govemmenl programs. are excluded ftom the govemment_wide statemenis The effect of inter-fund

activities is eliminated.

The Statemenl ofNet Assets incorporates all capital (longlived) assets and receivables as well as lorg-

term debt and obligations. The Statement of Activities reports revenues and expenses in a fomat that

focus on the net coit ofeach tunction of the Municipalitv. Both &e gross and net cosl ofthe tunction.

which is otlenvise being supponed by the general government revenues, is compared to the revenues

genented direcrly by th; tu;;tion. riis Statemenl reduces gross expenses. including deFeciation, bv

ielated program ievenues. operating and capital gants, and conributions Program revenus must b€

dir€ctly associaied with tle tuncrion.

The tlpes of rransactiofls included as program charges for sen'ices. fe€s, licenses and

permits; operating gnnts which include operaling-specific and discretionary (either operating or capital)

i.ns; ,ra 
"upltrt 

gr-s $'ttich are capiral-specific grants lntemallv dedicaied resources are reponed as

ienerar revenues .a*rer ttran as Fogram revenues. Likewise' getreral rel'enues include all taxes' Bopenv

Lxes (lmposed non-exchange transactions) are recosnized as revenues in the vear for wlich dlev are

levied ana municipal licensi taxes and sales and use taxes (derived rax revenue, when tlte underlving

exchange has occurred. Re!€nues on bolh operaring and capilal grants are recognized when all eligibilib/

requireients (which include tim€ requirernents) imposed bv the provider have been mei' For certain

expenditure'driven grants. relenue is recognized aner allosable expenditures are incurred As a policv'

inairecrexpenseslnrlrestatementofActivitiesarenotallocated,TheMuicipalityfirstusesrestricted
assets for expenses incurred for which both restricted and unrestricled assers are available

The Mwicipality reporls deferred revenues in the gorvernmeflt-wid€ statements- Deferr€d^relmks dbe

when resouices 
-are'received 

b€fore the Municipalitv has a legal claim to them or before applicable

eligibility requirernents are met (in case of certain federal expenditure-driven grants 1l resources are

.""?ir"alr"L 
"rr.*rUr" 

expenditures are incuned). In subsequent periods shen the Municipalitv has a

i"g"i "r"i. 
. ,r," ****s, rhe liabilitv for defered revenues is removed and the revenue is recosnized'

Prilale'secror slanatards of accoundng and Enancial reportmg issued prior to December l ' 1989 goerauv

se follo*ed in ttre govemmenr_wide financial statements to the extent th't lhose slandards do not

*rnili *i r, - *r"i'ai"t suidance ofthe Governmenlal Accounring srandards Board The Municipalitv

has elected not io follow sob""qu.nt 
"tut.In"nt, -d interpretalions issued bv the FASB after November

30. 1989.

ROMLN TORO A CO. CSP Ce ilied Public Accountants and Business Co6uhonts
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COMMONWEALTH OT PUERTO RICO
MUNICIPALITY OF SAN GERMA\^

NOTES TO FINANCIAL STATEMENTS

.Iune 30.2010

NOTE A - SUMMARY OF SIGNIFICA"\T ACCOLINTNG POLICIES - Continu€d

Fund Statemetrts

The financial tansactions of the Municipality are recorded in individual tunds, each of which ee
considered an independent fiscal entity. Each tund is accounted for by providing a separate set of self

balancing accounts lhat comprise its asseis, liabililies, reserves, tund equitv' revenues and expenditures'

F,rnds ari segregated according to then intended purpose which helps management tu demonstrating

compliance vith legal, finaflcial and contractual provisions Governmental Funds are-those tkough

whi;h most govem;ental flmctions ofthe Municipality are financed. The govemmental fimd slatemmts

include a Baiance Sheet and a Statement of Revenues, Expendih,res and Changes in Fund Balances wiih

on€ column for rhe general tund, one for each major tund and one column combining aU non-major

governmental tunds- Major fimds are deternined based on a minimum criterion. that is, a percentage of
Ae assets, liabililies. .evenues o' expenainues or based on the Municipalitv's official's critda- if the

irnd is panicularly impo(ant to financial statem€nt users (for Commonwealth Legislatur€ Resolutions

and Permaneni Capilal Improvement Fundr.

Th6 Municipality reports the following major govemmenlal tunds:

Ggler3lEl4rli This is the operatins tund ofthe Municipalitv and accounrs for all financial resources,

€xcept lhose requied to be accounted for in another tund.

Debt Service Fll,d: Debt Seffice Fund is used lo account for the accumulation of resources for. and lhe

pa),rnenr ol general long-term debl principal and interest.

Commotrreallh Leqislelure R€solutions Fund: The Commonwealth Legislative Resolutions Fund is

used to account for grants lron the Comnonwealth's Legislature.

Permanent Crpitrl Impro\smenas furd: The Perman€nl lmprovement fund is used to accomt for the

il.y"-..*;"d fr". rh" $5?5.000,000 in 2006 Series A Public lmprovement Bonds issued bv

Cornmonwealtrcovernment'Thefiflancialresourcesreceivedbythisfundareusedforthererlofatimof
the doMto\rn area and the construction of an edu€ational park'

The governmenlal tunds reported ill lhe tund financial statements are accounted for using the cunmt

nr-?i"f r.***" in*"*emenl focus and the modified accrual basis ofaccounting' Under this method

"i"""""*i.g, 
***". 

"re 
recogn;ed when thev are susc€ptible to accrual (i e. both mearumbh and

"r" "Ur"l. 
n!r**. *" 

"onsidef;d 
to be available when they are collecrible within the curreni period or

""". *Jrgft thereafter to pay liabilities of the current period' For tlris purpose'- the Municipalitv

considers rivenues ro be amilable ifthev are collected wirhin 60 davs of the end offie cur t fiscal

peiod.
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Jule 30.2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Cotrtinued

Rev€nues susceptible to accrual include Foperty taxes (recognized as revenues in the vear for which they

are levi€d); municipal license taxes and sales and use taxes (recognized when the underlving exchange

has occuned and time requiemenls are met) and interesl. In appllng the susceptible to accrual concept

to intergovernmental revenues, revenues are recognized n'hen all eligibilitv requnem€nts-(including rime

requnements) inposed by the provider have b€en met and revmue becomes available There are'

however. essentiaily iwo t)"es ofthese revenues ln tlle first case. on experditue-driven granrs, moni€"'

must b€ expended on the specific project or purpose (eligibilitv requnemenr, before anv amounis are

paid to the Municipality- Revenu€ is, therefore, recognized as expenditures are incurred lo the exrent
'available.lnttreothercases.moniesarevirtuallvunrestncEdandareg€nerallvrevocableonlvforfailure

to comply wiih pres€ribed compliance requnanents. In these cases revenues are recognized as the time

ofrece;pi oreartier;fne susceptible to accrual criteria is met. License. and pennits. charges lor serices,

rent- fines and miscellaneous generallv recorded as re\€nues when received or are

recognized earlier ifthe susceptibie lo accrMl criteria is met.

Tle Municipality reports in the go\emmental tunds statements defered revenues which dise when

potential r;enue does not meet boih measurable and available crileria tor recognilion in dre current

period (in the govemmenl-wide sralemmts revenue is recognized as soon as ir is e"m€d regardless ofits
availability). befened revenues also arise whetr resources are recei\ed before the Municipalitv has a

Iegal claim to them or b€fore applicable eligibility requirements are met (in-case of cen'in federal

eipenditure-rlriven granrs if resources are r€cei\€d before allowable expendirues are inclFed)' In

suisequent periods. when the re\€nue recognition crileria is met, or vhen the Municipalitv has a legal

"raim 
io the resources, the liability for deferred revenues is removed &om the balance sheet and lhe

r€venue is recognized.

Expendituresaregen€rallyrecognizedwhentheretatedliabilityisincurred.certainexcePtio.stothis
tundamenral concept lnclude the followingr (l) pa)menis ofprincipal and interest on g€n€ral long'term

debt. which are reiorded as expenditures when due, except for principal and inierest due on Julv 1 (in

tlis case anounts are.ecoraea as liabilities and expendilures on Jlme 30 since amounts have been

accu,nulaled or transferred to the debl service tund before Julv 1 pavments are made) (2) vested

compensated absences. claims and judgments and special termination b€nefits-which are. Emrded as

"*p*aino.. 
onty to the extent rhut ttey ut. e)(pecred ro be l'quidared with- erpeodable financial

*3"**. ti" the govemmenr-wide sralemenrs the expense and relaled accrual lab'lrrv for long term

portions ofdebt must be included)

Sincethegovemmentalfundstat€mentsarepresenredonaditlerentmeasurement.fo(usandbasisof
accountinithan the government-wide statemenrs, a reconctharion is neceliary ro erplain the adjustnents

needed to' transforir the tund financial statements inlo the govern'nenl-wide statemmts- This

reconciliadon is part ofthe financial statements.

CONLVONWEALTH OF PUERTO RICO
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NOTES TO FINANCI,A.L STATE}If,NTS
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CO:ITMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF S{\ Gf,R\IA\

NOTES TO FINAIiCIAL STATEYENTS

Jutre 30,2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continucd

Notes to Financirl Strt€ments

The noles 1o financial statements provide information that is essential to a user's understanding ofthe
basic fi nancial statements.

Required Surplem€nt|rv ltrform6tion:

Required supplemeniary information consists of lhe Budgetary Conparison Schedule Gereral Fund as

required by GASB.

3. Depoits nnd im'esnients

Cash and cash equivalenls consisl of cash on hand, demand deposits and short-term investments with

original maturities of tkee months or less fiom the date of acquisition. Nonnegotiable certificates of
deposits vith original maturity ofmore lhan dree months are considered time deposits as requied bv
current standards- The Municipality follows the practice of pooting cash ofall tunds except for certain

Commonwealth's grants, reslicted tunds generally held by outside custodians and federal grants.

Available pooled cash balance beyond imm€diaie needs is invested in cerrificates ofd€positr Cash and

cash equivalents relat€d to Commonweahh ard Federal grants (including Commonwealdr Legislatwe

Resolutions) are restsicted since their use is limited by applicable ageements or required bv law.

The laws and regulations ofthe Conrmonwealth of Puerto Rico authorize the Municipality to invest onlv

in obligations ofthe Commonwealth, obligations ofthe United States ofAmerica, cenificates ofdeposits,

commercial paper. bankers' acceptances, or in pools ofobligations ofthe municipalities of Puerto Rico,

which are nanaged by the Govemmental Development Bank for Pueno Rico ("GDB')-

4. Reslricted assets

Restricl€d assels are liquid assets which have thnd-partv limitations on iheir use Cash and cash

€quivalents relared to Commonwealth and Federal gants (including Commonwealth Legislatue

Resolutions) are restricted since their use is timited bv applicable agreements or requned bv law'

Restricted cash with fiscal agent in the debt service tund consisls of lhe undisbused balance ofprop€rtv

and sales tax cotlections rerained by the Commonlvealth of Puerto Rico which are restricted for the

repa),m€nt of the Municipality's gereral and special obligalior bonds and notes as €stablished bv law'

Restiicted cash wirh fiscal agent of lhe other govemmental tunds represent the undisbursed proceeds of
certain bonds. loans or gants vhich are maintain€d in a cash cuslodian account bv the GDB or a federal

govemment agency.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAIi

NOTtrS TO FINANCIAL STATEMENTS

Jlme 30,2010

NOTE A - SUMMARY OF SIGNII'ICANT ACCOUNTINC POLICIES - Cootinued

5. Recei'oblesand due lro,n eo,crnn?ntal enndes

Receivables are stated net ofestimated allowances for uncollectible accounts, which are determifled upon
past collection experience and current economic conditions.

Amounrs due fiom f€deral govemment represent amounts owed to the Muricipality for the
reimbursem€nt ofexpenditures incurred pursuant io federally tund€d prograns. Amomts reported in the

debt seNice tund rcpresent property and sales tax revenues of cunenl fiscal year collect€d by the CRIM
(property tax) and the Pueno tuco Department olTreasury (sales tax) on the subs€quent fis€al year.

6- Ituerlund rcceieaNes and patn es

Activity among filnds that are represenlative of lending,torrowing arrangenents outstanding at the end

ofthe fiscal year are ref€rred to as eirher "due &on/lo olher tunds" (i.e., lhe current portion of intertund
loans) or "adrances to/from other filndj' (i.e., i}te non-cunent ptrtion of intertund loans). All other
outslanding balances among tunds are reported as "due Sodto olh€r fimds".

lte Municipality purchases gasolire. oil and other expendable supplies held for consumption. The cost
of those purchases is recorded as expenditure when incurred in the appropriate tund but the )€ar-end
inventory is not recorded in the Statement ofNet Assets. as managemmt b€lieves is not significant.

8. Defened bond issuance costs

Bond issuance costs are reported as deferred charges and amortized as required by current standards.

Govemmental tund q?es recognize bond issuance costs as expenditures during lhe curenl period. Those

issuance costs. wheth€r or nd wi$neld ftom lhe actual debt proceeds received, are reported as

expenditures in the appropriate filnd.

9. Capital a-ssets

Capital assets reponed in ihe govemmental activities in the Statemmts ofNet Assets include propeiy,
plant, equipment and iniastructure, (e-9., roads, bridges, sidewalks, and similar itens). The Municipality
defines capilal assets (except for infrastructurc assets) as assets that have an individual €osi of $50 or
more and have a usetul Iife of one or more years- Irfrastructue assets are capitalized based or a

percentage ofthe eslimatd useful life. The cost of normal maintenance and repairs that do noi add to the

wlue ofthe assets or malerially extend assets lives are not capitalized. Major outlalt for capilal assets

and improvements are capita,ized as projecls are constructed.

Capiral assets are capitalized at histori€al cosl or estimated historical cost if historical cost is not
available. Donated assets are recorded as €apilal assels at lheir estimated fair market \,?lue ai the date of
donation.
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COM,'IIONWEALTH OF PUtrRTO RICO
NIUNICIPALITY OF SAN GER]IIAN

NOTES TO FINANCIAL STATEMENTS

Jun€ 30,2010

NOTf, A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - ContiNed

All capital assets, other tha, land and constsuction in progress, are depreciated using rhe straight-line
method over fie followins usetul lives:

D6criplion

Buildings

Vehicles, machinery and €quipment
Infi:astructure

Y93a

40
l0-20
5-t 0
2,50

In accordan€e with current accounting standards capital assels arc reviewed for impairment. Impairmeot
occurs when there is a significant decline in assel servi€e utilily due to the occurrence ofa prominmt
ev€nt or change in cncumstances affe€ling the asset- Current standards provide guidance for accounting
and repmin8 for impairmenr and for insuanc€ recoverie\.

10. Lons-.re t oblisttions

Lorg term debt and olher long-te.m obligations. which are r+orted as Iiabilities in the govemmental
activities column in the Statem€nt of Net Assets, consisis of general and special obligation bonds,
liabilities for compensated absences. claims and judgnents. and long-term liabilities lo other
govemmental entities.

ll. Co,npensate.l abse nces

The Municipalirys employees accumulate vacation, sick leave and compensatory time based on
continuous senice. Compensated absences are recorded as a liability if(l)are eamed on the basis of
services already perfomed by employe€s, (2) it is probable rhat will be paid (in rfie form ofpaid time ofl
cash paynents at termination or retiement, or some other neans) and (3) are not conlingsrt on a specific
e\'enr (such as illness).

The compensated absences are accumulated on the basis of 2% daF p€r month of vacarion md 1 7, da]s
per month of sick pay and compensatory time up to a maximum of 60 dals of vacations and 90 da)s of
sick lea!€. Upon separadon ftom employment the accum'rlated vacalions are liquidated up ro the
maximm nunb.a ofdayr. Accumulated sick leave. which is accru€d based or all vesting amounts for
which palrnent is probable, is liquidated to employees wifi l0 )€ars or more service up to the maxrmum

fte accrual ofcompensated absences includes estimated palrnents that are related to palroll. The entie
compensated absence liability is reported on the govemment-wide finarcial statements. For
govemmenlal fimd financial statements, the culfenl portion of unpaid compensated absences is the
amounl thal is normally expected lo be paid using expendable available financial resources. The non-
currenr ponion of the liability is nor reported.
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COMMONWEALTH OF PUf,RTO RICO
MT]NICIPALITY OF SA}' GER\{A\

NOTES TO FINANCIAL STATf,MENTS

June 30,2010

NOTE A - SUMMARY OF SIGNITICANT ACCOUNTING POLICIf,S - Cotrtioued

Pursuant to Law No. 152 ofAugust 20, 1996 effective Julv t' 1997 lh€ Municipalitv is required to pav

any excess of vacations and sick leave accumulated over 90 dals as of December 3l of each year'

Payments should be made on or b€fore March 3 I of ihe following ,€ar.

12. Fund hala ces and Net Assets

In the tund financial stalements, governmental tunds report reserved and unreserved tund balances'

Reserrations of tund balance rcpresent portions of the tund balances that are legallv segregated for a

specific tuture use or are not appropriated for expenditure The Municipalitv has the following

rese ations of tund balances:

Encumbrances: Represent tuture expenditures rmder purchase orders and other commitmmts'
which generally will become liabilities in tuture periods as the goods or services

are received.

Represent the valuation amount assigned for the restriction and use of resources

accounted in inventory on hand.

Debt Serr'ice: Repres€nl net assets available 1() finance future debt service palments.

Capiial Projects: Represert amounts to be used foI tuture expenditues for capital projects under

contracts ard olher commitnmts. These commitrnents gererally will betom€

liabililies in tuture p€riods as rhe pmjects are completed.

Other specified Repr€sent amounts to be used for tuture expendihres of Federal and

p"rpose", Conmonwealth's gants as well as tunds resen'ed tkough enabling legislation

passed by the goyemme itselt to be used 1o finance activities other than

con\lruclion or capilal improvemenr commrEnmlr.

Represent the non-current ponion ofintertund loans.
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In the govemment-wide statemmts net assets are segregaled into thfte categories:

Invesleal in Consist of capital asset balances net of accumulaled depr€ciation and outstanding

capital assets. balances of iny bonds, notes and other borrowings that are attributable to the

net ofrelate<l acquisition, construction, or improvement ofthose assets. This category sbould not

debt: include cash that is restricted to capital assei acquisilion or conslruction (unspent

bond proceeds) and any unamdized debl issue costs'



COMMONWEALTII OF PTJ'ERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jutre 30,2010

NOTf, A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Restricted Represent net assets (restdcted assets net of related debt) lhal are subject to

rest ctions beyord the Mrmicipatity's control. These include restrictiofls that are

extemally imposed (by creditors, grantors. contributors, or laws and regulations of
other governments) or restrictions imposed by the law through constitutional

provisions ff enabling legislation (including enabling legislation passed bv the

govemment itsell).

R€present net assets thai do not meet ihe definition ofnet assets invest€d in capital

assers. net ofrelated debt or restricted. Unrestricted assets are often designat€d to

indicate that management does not consids them to be available for general

operations. These t)?es of constrainls are intemal and management can renove or

modiry them. Designations are not reponed on the face of the stalement of net

13. Intciu d nansactions

The Municipality repons certain transactions as iransfers. which are legallv required transfers that are

reported wher incrred as "Transfers-in" by the recipient tund and .s "TransGrs-ouC' bv the disbursing

tund.

14. Risk lnoncing

The Puerto Rico Department of Treasury eRDT) acts as an agent, obtaining and determining $e
coverage for the municipalities of Pueno tuco. The coverage for the Municipality of Sa' Gem;n
consists ofprofessional, pubtic responsibility, property and theft. auto and fidelitv bond coverage

Insurance policies cosls are allocated by PRDT among all tlte municipalities ofPuerto Rico. Pavrent of
tle Municipality's insurance premiurns is monlhly deducted fiom advances ofpropertv iax a'd amounts

ofmunicipal equalization tund send to the Muni€ipalilv bv the Municipal Revenue Coll€'tioo Cenler

(CRIM). Workers comparsalion insurance is also deducled fiom the nonthlv advan€es bv the CRIM'

Settled cases have not exceeded insurance coverage for any of lhe past thee years.

15. Use oles.inates

The preparalion of the basic financial slatements in accordance with accouniing princiPles generallv

u"""pt"d in ,t 
" 

Unit"a States ofAmerica requires management to mak€ estimates and assumplions that

af;t the reported amounts ofassets and liabitilies and disclosue of conting€flt assels and liabilities at

ile date of tire basic financial statemenls dd the reported amounts of revenues ad expendinres during

dre rQorting p€riod. Actual results could differ ftom those estimates.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAIi CERMAT\

NOTES TO FINANCIAL STATEMENTS

June 30.2010

NOTE A - SUMMARY Of SIGNIFICANT ACCOUNTINC POLICIES - Continued

16. Futurc adoprion ofaccoun ing pronounce ens

The GASB has issued the followins statemeflis, which ihe Municipalitv has not vet adoptedl

Strtement

54 Fund Balance Reporting and Govemmental Ftmd T}?e
Definition

To be Adopted itr
Fiscal y€ar ended,

June 30,2011

June 30, 2012

June 30,2011

57

59

OPEB Measurements by Agent Employers and Agenl
Multiple-Employer Plans

Financial Inshmients Omnibus

The impact of these statemenls in lhe Municipality's basic financial statements has not vet been

determined.

NOTf, B- DEPOSITS

Custodial credil risk is the risk lhat in the evenr ofa bank failue, the govemnart's deposits mav nol be

renrm€d to it. The Municipality mamrains cash dQosits in commercial and gover nenlal banks located in

Puerto Rico. Under Commc,nw€allh of Puerto Rico sratutes, public tunds deposited in commercial banks

must be tully collateralized for the amount deposited in excess of federal deposit itrsuance. All securities

pledged as collateral by lhe Municipality are held by the Secretary of Treasurv of Puerlo Rico in the

Municipality's name.

At year-end the Municipality's bank balance of deposirs in commercial banks amouniing to $2,756'989 was

covered by federal depository inswance or by collateral held bv the Secretarv ofTreasuv ofPueno Rico in

the Municipality's name. Deposiis in governmental banks (all of which are uninsured atrd uncollateralized),

are expose<l to custodial credft risk. At year-end the Municipaliiv's bank balance in governmdtal banks

amounts to 54,549,620.
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COM}IONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GER\IAN

NOTES TO FINANCIAL STATf,Mf,NTS

June 30.2010

NOTf, C - RECEIVABLES

l. Mttrricipal lie,rse .axes

Municipal license taxes are assess€d amually by the Municipality to all organizations or entiti€s subject

to the ;x doing business in the Mrmicipalitys location except for entities totallv or partially exempt

pursuant lo certain Commonweallh's staltrtes. This tax is based generally on volume ofbusiness or goes

sales as shown in a tar retum that should b€ submitted on or b€fore April l5 During the Fiscal vear
eflded June 30, 2010 th€ tax rates were as follows:

Financial busin€ss - I .50% of gross revenues

Oth€r organizations - .50% ofgross revenues

Municipal license tax rece able and corresponding deferred re\€nues as ofJune 30,2010 follo1l's:

Description
s01,133

(328,730)

!______-129,!93

As required by curent standards, $162.940 of ine $179.003 net balance is re€orded as deferred revenue

since there wer€ not collect€d within the availability period

The tax is due in two equat installnenls on July I and January I ofeach fiscal vear. Resources are

intmded to finance the operations of lhe applicable fiscal )€ar. Ai this momenl the Municipalily
recognizes revenues on municipal license taxes A discounl of5% is allowed when tull palment is made

on or before April 15. Since this line requnement, cash collected in advance, which totals $2'400'000 is

recorded as defened revenue as ofJune 10.

2. Sales and use toxet

Ofl July 4, 2006 the Commonwealth Legislature approved Act No. I I 7 ("Act I I7") which annds the

Pueno Rico htemal R€venue Code of 1994 to ptovide, among other things' for a sales and use tax of
5.5% to be imposed by the Commonwealth Covernmenl. Acl 117 also authorizes each municipal

government to impose a mmicipal sales and use tax of 1.5ol.. This municipal sales and use tax has in

;eneml the same tax base and limitations (except for unprocessed foods) as rhose provided bv the

Commonwealth's sales and use tax.

Secrion 6189 of lhe Puerto Rico Intemal Revenue Code of 1994, as amarded, authorizes lhe

Municipalities in Puerto Rico to impose a sates and use ta.\ ro consumers This tax must be imposed in

conformity with the base. exemptions and limitalions conlained in Subtitle BB of ihe Code' The

rnunicipai sales and use tax is specifically impos€d over all sales Eansactions of taxable items and

combined transactions (as defifled by the municipal intemal regulation) taken place vithin municipal

limits. The municipal sales and use lax is also specifically imposed over the purchase price for rhe use-

storage or consumption of taxable lransactions (as defined by the municipal inlemal regulalion) taken

place within Municipal limirs.
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COMMONWEALTH OT PUtrRTO R]CO
MUN_ICIPALITY OF SAN GERMAI\i

NOTES TO FINA\CIAL STATEMf,NTS

Jlme 30.2010

NOTE C - RECEIVABLf,S - CoDtinucd

fhe Municipal Legislatwe approved the imposition of the municipal sal€s and use tax on Novemk l.
2006 witn ordinance No. 36 Series 2005-200?, efective or November 15, 2006- On Julv 29' 2007 lhe

Commonwealth Legislatwe approv€d Act No. 80 ("Act 80") which anm€nd Act No. I 1 7 of Julv 4, 2006

to impose to all the Municipalities of Puerto Rico a uniform municipal sales atrd use tax of l 5%

Efiective August l, 2007, l% ofthe 1-5% is collected by lhe Municipalities and the remaining .5% ofihe
1.5% is coll€cted by the Puerto tuco Depanment of Treasurv (PRDT). Act 80 also provides for

restrictions on the use of the sales tax, whi€h is required be invested in solid waste and recycling

programs, capital improvements and health and public safety cosrs. Amount collected by the PRDT (he
;emaining .5% ofthe 1.5%) is deposited in accounts or special tunds in the Covemmental DevelQmeflt

Bank for Puerto Rico ("GDB ), subjecl to restrictions imposed and distributed as follows:

. .l% of lhe .5% win be deposited in a "Municipal Improvement Fund" to finance capital

improvemeni projects; lhese tunds win be distributed based on legislation nom the

Commonvealth's Legislature.

The Mmicipal Legislature apEo\€d a Municipal Ordinance io conform to dispositions ofAct flo

Individuals, organizations and entities subject to collect the municipal sales and use tax must file a tax

retum to the Municipality. The iax is due ihe ldh day of each month based on lax collected m the

preceding month. Municipal sales and use tax receir"ble ofS127,682 represenls the tax collecied o' Jue
by individuals, organizations and enlities but reported and paid to the Mmicipalitv on or before Julv 10,

n;t of uncollectible accounrs; $15,?18 and 348.486 repr€sents amounts of "Municipal Delelopmenl

Fund' and "Municipal Redemprion Fund" respectively, r€presents the tax collected on June bv

individuals- organizalions and entilies bul paid bythe PRDT subiequent to June 30.

3. Rerrts ai l constructio pernits

A detail ofrents and construction permits' receivable as ofJune 30- 2010 follows:

Description

. .2o/r of rhe -5ol. will be deposited irl a "Municipal Development Fund" to
restricted by fie Act,

..2% of the .5% will be deposited in a'Wunicipal Redemplion Fund' to

Municipalities subject to resEiclions imposed by the Act an4

$ 444.5',74
2t2.666
226.520

2r.6',7t

905,431
(123,018)

s 7E2.413

Rent-land lots

Construcrion pefmits
Oher

l-ess: allowance for uncoll€clibles
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jutr€ 30,2010

NOTE C - RECEIVABLES - Continued

Of the total amourt of $782,413 tlte Mudcipality recorded $733,553 as defered revenue in the

governrnent l funals statements since they are flot available as required by current standards.

NOTE D - DUE FROM (IO) GOVERNMENTAL ENIIIIES

t- Anounts due Iton' govemnenbl ehnnes as of June 30, 2010lollotrs:

Mrior fund - Generll fund:
P.R. Ele.tric Power Aurhority (PREPA) S

P.R. Depafimeni of Treasurt Chnstmas bonus

Municipal Revenue Colle.tion Center (CRIMI _

intereovemmental subsidy (general tund)
P.R. Depanment of Treasury sal6 dd use taxcs

MDnicipal Dcvelopment tud
Solid wdre Authtrily

Mrior fupd - Debt 3.rvice firnd:
Municipal Revenue Couect;on Centcr (CRIM)

P.R. Depanment ofTreasury sales ed uF taxes-

Municipal Redemption Fund

9$sr-s9r3l!!!s44-@
oflice of Commissioner of Municipal Affhi6 _

Public Order Code
P.R. Department of Labd tis No. 9 and 52

P.R. Depanment ofTredury taw No. 2212

U.S. Depanment of Housing and Urban
De\clopmeDl CDBG

719,398 $ -

t60,871

70,030

15,?18
43,460

29.013

48,486

2t t .161
I18.989
69rJ.016

230,E59

P.R- Public Housins Administraiio (PRPHA)
Capikl Fund ProSram

P.R. Traffic Safety Commission
P.R. Delartmetrl ofHealth HOPWA
U.S- Depetment of Health and Huma, Sflices -

Edly Head $an
Othss

- 100'059
- 95.350

67.388

_ 60,104
36,207 24,565

$ ,.151.515 s 57&.12s

See note H fo. detail of amounts due from Go!€mmmtal Entilies recorded as deGned revenue.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

:'{OTf,S TO FINANCIAL STATEMENTS

Jutrc 30,2010

NOTE D - DUE IROM (TO) GOI'ERNMENTAL ENTITIES - Continued

2. Amounts d e to satemnental entities as oflune 30,2010fo ows:

Description

269,237
2).933

6,296
6.208
3,191

s 306.865

\OTf, f, - I\TER[-L\D IRA\S{CTIO\S

l. Due frorn/to othet lunds:

Amounts due fiom./to other tunds represent advances to other tunds for palroll
expenditues, as follows:

Employees' Retirement S)slem ofthe Gov€mmenl
ofP.R. (ERS) $

P.R-Depanmentof lrbor unemployment
P.R. Aqu€duct and Sewer Adhority (PRASA)
P.R. Industnal Developm€nl Company (PRIDCO)
Others

and parou taxes

29.781

402.571
2@,756
t63,892
l6l,5l0
152,809
6',7,396

56,990
5l,14l
50,715

258,556

_q____-],!9!,!11

20,873
5,546

$ 26..fl9
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uliorfund:
Commonweahh t-egislature

Other soverpmertll Iunds:
DTOP
Public Order Code
Irw No 9 52 and 82

Public and Indian Housing
Students boulelard
HOPWA
Tramc safety commission
$3.500.000Bond issuance
Early Head Start
OtheB

Legislature Resolutioos:

Oiher go\ernme ,l fuods:
$1.695.000Bond issuance

$2.100.000 Bond issuance

Mrior fund:
Pemanfll lmpro!emenls

!!der-t!4
ceneral Fund

350
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COMMONWEALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN Gf,R,\,IA\

NOTf,S TO FINANCIAL STATEI{ENTS

Jutr€ 30,2010

NOTE E - INTERFIIND TRANSACTIONS - CortiDoed

2. Advances,o(froa, ortetf tuls:

Advanc€s to (from) olher funds repres€nt long t€fin a&€nc$ to other fimds by the genaal firnd for
payroll, palroll taxes and other exp€nditues, as follows:

Ceneral Fund M,io. fund:
Commonw€alth t-egislatur€

Resolutions

Other qovernmentrl fuoft :

OMEP
RuEl Development Corponiion
Special Communities

'70.847

25,061
104,107

-!_____?!!,s3r

$ 56,091

3. rransferc in (out):

Transfers among individual tunds were made for operational purposes. Transfers include (1) int€r€st

eamed on resEicted cash with fiscal agent in the debt service tund and operating ard capital
improvement loans in other govemmenial tunds which are eansferred to the general tund (2) interest in
Commonwealth Legislatwe Resolutions tunds which is transfered to the geneml fimd and, (l) principal
and inleresi paym€nis oflong-term debt tsansferred from the general tund to th€ debr seNice tund.

NOTE F- OTHER ASSETS

Other assets include €ash deposits of $91,100 held in custody of a Commonwealth's coun of law for ihe
acquisition ofa par€el ofland and improvemerts to inFastru€ture under litigatior.

ROMAN TORO & CO., CSP Ceftilied Public Accountantsand Business Consultan* 37
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COMMONWf,ALTH OF PUERTO RTCO
MUN_ICIPALITY OT SAN GERI\IAN

NOTES TO FINANCIAL STATEMENTS

Jutre 30.2010

NOTEC-CAPITALASSETS

Capital asseis and deprecjation acii\,ity as of and for the )ear ended June 30, 2010 is as follows:

@rs44c!!C-asil0ei
Capihl asds, mr bein8 depEiaied:

Contuctim in pmeres

T@l epital asels ml bcing

Capiral aseis. bei.g depBiatd:
Buildinss and inlroveist

Toral dlhl asss b.ing deprsiated

tess accmLied depreiation I0:
Buildings md i"p.ovenflls

Total accumlared depria{ion

ToEl Mpilal assels beins d€pdiatdl

oovmolal acrivnis epibl

Jlh 1.2009

s 5.961.346
8.885.906

Junel0. !010

1163.256 $ - s 1224.602
7.617,060 6_917,405

r4.847.152

24.37?.653

lt_7t6.023
7_151.048

7.660,300
503p25
169.859
41208

8.371392

12.O3',1953
t0,000.929
r2.885.887
1,t92256

62,111,025

7981,455
6,386,491
8,526.t6r
219497t

107.102

51.850.:135

8.019286
1.916.820

6l1.236

l78.l5l

s6.fi;\.

2J,329,64t

30.520,694

86.2t2 24.99s218

6.621.i21 37.12\,741

!____-!!J.f.2.11! -L_ l!t!l!!L l-----l.!]!!!L !,1!.2.!!Jl1

Depr€ciation expense *"s charged lo tunctions/progams ofthe Municipality as follows:

Gor,€rtrpeot l sctivities:

Geneml go!€rDment
Public safety
Public works
Sanilation
Culhfe and reseation
welfrre

Total depeciation expense, governmantal aclivities

$ 78.951
73,965

1.487.333
73,092
15,144
23.384

_r_____.ur,8!e

ROMAN TORO & CO., CSP Cettilied Ptblic Accountants and Busi ess Consultants
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COMMONWEALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jutr€ 30,2010

NOTE H - DEFERRED REYENUES - GOI'ERNMENTAL TUN'DS

DeGrred revenues - Intergovernmental Cornmonwealth Govemment represent revenues not amilable as

required by current standards and fo. Federal Grants repesent resources received before allowable

expenditures are incurr€d or resources nol available as r€quired by curr€rlt standards. A detail of these

Other

Maior fupd - Genemltund:
Municipal liccnsctaxca caih receiled in advance

MunicipalliceDsetaxes recei\able
Rents aDd construcrion lemits
P. R. Ele.fi. Poser Aulhority ( PREPA)
P.R. Deparimcnt of Treaiury Chrisxn6 bonus

Atg.sslsI!4s!!c].&
OfEce of Commisiontr of Municipal Affair! Public

P.R. Dcpaftment of Labor Law No.9 and 52

P.R. Tralic Safcly Commission
P.R. Public Housing Adminisftation (PRPHA) Public

and India Housing and Capital Fund ProSrams

Rural Devclopment Cuama Sannary Sewer System

P.R. Depaftme ofJusrice ARRA EBJAG
U.S. Departmst of Housing and Lrrhan Developmenl -

CDBG and ARRA CDBG
P.R. Department ol Health HOPWA
U.S. Depanment of Housing and U*,an Delelopmenr

ARRA Homcl($ ft(renrion and RaNd Re-Hou.in8

$ 230q000 $
162,940

719,398

160.871

211,267
I t8,989
95,150

160,770
102,?85
100000

76-402
41,741

19,451

$ 986592] 1]1!!

ROMAII TORO & CO., CSP CeiiJied Publi Accou tants and Business Consuhants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

June 30.2010

NOTEI-LONC.TERMDEBT

l. tu nary oflong-te i detn at6'iv

The following summariz€s activity in long-term debt for the fis.al year ended lulle 30, 2010:

Jqly l, ,l)09

$ r0.5t6.56E $ -

B.hme Due wilhitr
June30,20l0 one terr

Oblisadons Bonds and

Gsral obligation bond

Note payable ro CRIM-
LIMS

Nore payable ro CRIM-
financine of delinqusl

Note payable lo PP-{SA
Liabilnies expsred to be

Compmsared absoces

prcpdiy rax advancs

s 1,002,000 s 9.i1.1.568

l.l9-lll

r 02..1r l

Ir.191

5 1,066,341

67.210

.1,823

I l.l9,l

11,620- 44,620

1,,189.953 3l l,ls3
1,16,155 346,155

55.000
719.198 :198,092

149,244

165.852

I 10.921

97,014

57.295
62.105

402,681
I4.000

186,237

14.620

92.245
346.]55
41.000

63.439

4,A23
60,734

51.295
62,105

194,971
402.6Et

630,156

8,1.788 52.6.11 15.205 122.a26 69,581

$ t5.585.154 S 1.690.024 I 2.594.009 $ 14.681,169 $ 2,139,571

2. Gener and special obligation bonds o d otes patable

The Municipalitys outstanding general and special obligation bonds and noies al June 30, 2010 amount

lo $9,514,568. All ihese bonds de serviced by the Govemmental Development Bank for Pueflo Rico
(CDB) maturing at various dales. As required by lav, the Conmon*€alth GoverDmenl is obligated to
collect property taxes for pay,nent ofprincipal and interest on bonds and notes. In addnion, .2% ofthe
.5% municipal sales and use ta]( collected by rhe P.R Department of Treasury is dePosited in a

"Munjcipal Redemplion Fund" to finance loans to Municipaliiies subject to restrictions imposed by law.

Debt service tunds has been established for lhe bonds and notes at GDB wilh lhe proceeds of those
property and sales and use taxes. whereby sufliciml tunds must be sel aside in order to cover the

projected debt seNice requiremenl, before any new bonds are issued. Principal and inleresl palments of
special obligation nores of$996,000 are made rhrough lhe "Municipal Redemption Fund".

A detailofthe getraal and special obligalion bonds ardnotes as ofJune 30,2010 follows:

ROMAN TORO & CO. , CSP Ceflilied Public Accountants and Bustuess Consultants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO NNANCIAL STATEMENTS

J ne 30.2010

NOTE I - LONG-TERM DEBT - Continued

1988 public improvement bonds of $400,000 due in aiiual
itrstallments ranging tom $7,000 to $32,000 through January 1,

2013: bearing interest at 6.13%

1989 public improl€ment bonds of $765,000 due in annual
iDstallnenis ransing from $16,000 to $60,000 ihrough January

1,2011; bearing inlerest at 6.37%

l99l public improvemeni bonds of $616,000 due in amual
inslallme s ranging fron 516,000 to $45.000 tbrough January
1. 2012; bearing interest at 5.00'/0

1996 public inprovement bonds of $3.500,000 due in annual

installrnents ranging ftom $70,000 to $330,000 through July l,
2015; bearing interest at rates raneing from 4.70ok to 6-58%
(6.30% at Jlm€ 30,2010)

2000 seneral obligaiion bonds of $2,100,000 due in annMl
installrnerts ransing from $85,000 to $235,000 $rough July 1,

2013; bearing interesr at rates ranging fiom 2.7$/o io 7-81%
(4.30% at June 30.2010)

2002 gareral obligation bonds of 3130,000 due in annual

instalLnents ranging fiom $5,000 to $10.000 drough July 1,

2026; beanae hr€rest at rates ranging fiom 2.70yo to 5.60o/.

(4.30Plo at Jlme 30,2010)

2002 seneral oblisation bonds of S810.000 due in annual
installments raflging Som S10,000 to $75,000 tluough July l,
2026; bearing interejt at rates ranging fton 2.70% ro 5-60%
(4.10Plo ar June 30, 2010)

2003 gareral obligation bonds of S320,000 due in annual
installm€nts ranging iom $9,000 to S22,000 tlrough January l.
2030;bearing interesi at 4.25%

2004 geneml oblisation bonds of 5355,000 due tu annual

installments ranging Fom S5,000 10 $30,000 lhrough July I,
2028; bearing interest at rates ranging ftom 2.36% ro 5.28%
(4.50% at June 30,2010)

Outstatrding

88.000

60.141

81,221

1.650.000

840.000

90.000

7r0,000

t02.000

310.000

ROMAN TORO &CO., CSPCert$ed Public Accountants aid Business Co sultunts
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COMMONWEALTH OF PUERTO RICO
MLINICIPALITY OF SAN GERMAN

NOTES TO UNANCIAL STATf,MENTS

Jtule 30,2010

NOTE I - LONG-Tf,RM DEBT - Continued

2005 special obligation rote of $455,000 du€ in annual installmeflts
rangins ftom $55,000 ro $75,000 throush July l, 2011; b€arins
intdest at mtes ranging fi on 3.27r/r io 4.62% (4.50% at June 30,

2010)

2006 general obligation bonds of $3,000,000 due in antrual

installments ransing from $6?,000 ro $194.000 d'rough .Ianuary

I , 203 I ; bearing interest at 4.50plo

2006 special obligation note of S1,695,000 due in annual
installments ranging iom $200,000 to $285,000 lhrough July l,
2012; bering interest at rat€s rarging from 4.23% to 5.32%
(4.50% at Jure 30,2010)

2008 special obligation bond of $780,000 due in annual

installments mnging Som $50.000 lo $105,000 tlrough July l,
2018; bearing interest ai rates rarging fiom 1.53o/o ro 7.50r/.
(1.53% at June 30,2010)

2008 special obligation nole of$996,000 due in annurl installinents
rangins from $16.000 to $86000 throush July l, 2032; bearing
inter€st at rates ranging iorn I .53% to 7.50% ( L 53% at June 10.

2010)

Principal

$ 1,066.341
1.08t.221
1,026000

759,000
561.000

r,733.000
1,149.000
1.5M.000

435.000

i_____u!t4!!8

Itrteresl

145.000

2.712,000

810.000

730.000

980.000

_!_______L!!1,s68

The armual requirement to amortize geneml and special obligation bonds and notes as of June 30, 2010
follows:

Julle 30,

2011
20\2
20r 3
2014
2011

20tG2020
2021-2025
2026-2030
2031-2032

Totals

$ 423,828
363,569
357,9',78

313.875
219.262

1.039,417
692,988
305.756

__$ _]12,2!8

ROMAN TORO & CO., CSP CenlliedPublic Accountants and Busi ess Consultants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATf,MENTS

Jutre 30,2010

NOTE I - LONG-TERM Df,BT - Continll€d

3. other long-arm lhbilitus

Outstanding

Generrl obligrtion bod anticipation note On June 22.2010 the
Municipality issued a S149,244 geneml obligation bood anricipation
nole to Rural Development ( RD"). This represenls the 6rst note of
a rotal noie ofs457.000 lo b€ issued to finance the construction ofa
saniiary sewer s)slem financed by RD. The note bars inler€st at

2.3750% and is due rhe dale ofthe final paymenl issued by RD ro
the Municipaliry. bul not exceeding l0 yeaB ftom lhe dale of lhe
first note. The Municipality intents to refinance this note on a long
rerm basis through a $457,000 eeneml obligation bond issuance
approved by the Municipal r€gislalure and the Govemmenlal
Development Bank for Pueno Rico, palable from sales ad used

laxes deposited in the Municipal Redemplion Fund. Issuance will
occur afle. th€ construction project is finished-

Note pryable to CRIM (LIMS) - On July 3,2001 the Municipahy
entered inlo a financing agreement s,ith lhe CRIM in the amount of
$519.645 for th€ paymenl of$e Municipalily's share ofrhe cost of
a rnanagem€ni information s)srem (LIMS) acquir€d by the CRIM
for lhe management oflaxpayer's properties l@ated in Pueno Rico.
Ire nol€ is pa)"ble in semiannual inslallmenls oi $36.188.
including interest of5.95% and is due on Novemb€r 28. 2011. The
amounl is financed wilh unr€stricted tunds through withholdinss
fiom the ad\€nces of propeny iax and amounts of the municipal
equalizarioD tund sent ro ihe Municipalily by the Municipal
Revenue Colledion Cenler (CRIM). Debi seruice requir€menls in
ftrure years are as follows:

r19,244

102..ll3

Jlme 30, Pritrcipal

$ 61,210
15.143

Interesr

20t 1

20t2
Totals

$ 4.774
8',72

_!___!-q4q __$ !'6q

ROMAN TORO & CO., CSP Ce ilied Public Accountants and Busi,Ess Consuhants
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COMMONWEALTH OF PUf,RTO RICO
MU:{ICIPALITY OF SA}i GtrR,\lATi

NOTES TO FINANCIAL STATEMENTS

Jutre 30' 2010

NOTE I - LONG-TERM DEBT - Cortioud

Note pslrble to CRIM (rinsncing of delinquenr accountsF On

March 26, 2002- the Municipality €ntered into a Enancing
asre€m€nr wirh the CRIM in lhe ainounr of $470,818, lo finance

delinquent p.openy lax accounls sold lo privat€ inveslors. under lhe
provision ofLaw No. 146 ofoctober 11,2001. The agreement is in
the form oIa non-revolvi.g line of credit bearing interesr of6.5%
for the first five yea6 and variable for lhe next lwenly_five yeals al
125 points over London lnterbank Offer€d Rate (LIBOR) and is due
on December l- 2032. As described in law No. 1,16. inlerest
paymenls for the fiBt five years were financ€d lhroush .48% of the

nei increase of subsidy provided by the Commonweahh of Pueno
Rico's general tund. AIso. dLrnng the ilsr five y€aB any colleclion
liom those delinquenl accounts was crediled lo the loan principal.

Aiier the 6ve year pmd the loan oulstanding balanc€ \'as
restructurd for a twenty'6!. yenrs perid. D€bl service

requirements in future years areas follows:

Julle 30 lnter€st

2011
2012
2013
2014
2015

20\6-2020
202t-2025
2026-2030
2031-2032

Totrls

Principd

$ 4,823
4,823
4.823
4,823
4,823

24,|3
24,t13
24.113
9,644

$ 11,422
1t.t22
10.822
t0,522
r0,222
46.611
39.112
31,613
10,545

106,098

3r,29.t

$ 106,098 $ t8t.99l

Note payrble to Puerto Rico Aqueduct |trd Sew€r Authority
(PRASA) - On June 23, 2009 the Municipality €nlered iRlo a

6nancing agre€ment with PRASA to r€finance through a loDg term
(non-iotflso obligation a 5120,801 debt for waler and s er

seNices as of May 31, 2009. fte Municipality paid a down
pa),rnent of 525,801 and issued a Dole for the remaining balece.
The note has an impuled intercst rale of4.06% and w6 originally
recorded al i1s preseDt yalue of $92.028. net of an unamoaized
discouni of 52,972 at inceplion. This note is palabl€ in annual

installments of$5,278 (including inte6t). is due on De.ember 24,

2010 and \rill be repaid wilh unresticted tunds rhrough

withholdings from ihe advances of propeny tax and amounls of
municipal equalization tund sent to rhe Municipalily by the
Municipal Revenue Colleclion Center (CRM). Debt service

rcquir€ments in firture years are as follows:

ROM-LN TORO & CO., CSP Ceflifed Public Accountants and Busi ess Consuhants
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COMMONI EALTH OF PUERTO RICO
MUNICIPALITY OT SAN GERMAN

NOTES TO FINANCIAL STATEMf,NTS

June 30.2010

NOTE I - LONG-Tf,RM Df,BT Continued

June 30 Principrl

$ 31,294

Interest

2011

Totrls
312

!,__-11!2L 172

Liibilities erye.ted to b€ retimnc€d - As of June 30, 2010 the
Municipality has an outstanding matured debt of $56,608 for
unemplolment b€nefits paid by the Commonweahh ofPueno Rico
in behalf of the Mun;cipality. Of rhis amount. the Municipality
intends lo refinaoce $,14,620 on a long t€m basis through lhe
issuance ofa 544,620 non-inrcresl b€aring note (imputed inl€resl of
3.98%) actually issued on Augusl26.20l0 and dueonNovember 5.

2010. Amount will b€ rorally rQaid in fiscal year 2010-2011 \'i1h
unre$rict€d funds lhrough withholdings from the advances of
propeny lax and amounrs oflhe municipal equalization fund senl lo
th€ Municipality by lhe Municipal Revenue Coll€ction Cenl€r.

Compensr.ed rbsetrces - iocludes accrued vacations. sick lea\€
benefits and other b€nefits with similar characteristics such as

compersatory time; represents lhe Municipaliiy's commitm€nt
10 tund such costs Fom tulure operations. Amount is paid with
uDrestricted tunds.

Christmas Bonus - represents the accrued ponion conesponding lo
fiscal )€ar 2010 ofrhe Christmas bonus to be paid in December

2010.

Clrims and judgments - represents the estimated loss of a legal
cas€ to be paid subsequent io June 10,2010. The awarded

amount, ifafly, will b€ paid with uresricted tunds.

Pryabl€ to PRf,PA - As required by Act No. 8l of May 2, 19,{1 the

Pueno Rico Elecdc Poser Aulhority ("PREPA') should arnually
payto the Municipalities ofPumo Rico a co.tribulion in lieu oflax
( CELI") based on cenain requ;ements as speciGed by the

m€nrion€d Ac1. The amount of CELI obligalion is used by the

Municipalities to finance the amual electric utility expense
paynent lo PREPA. For 6scal year 2009 dre Municipality's
mul en€rgy charges amounted to 52,423J12 but dle CELI
obligation amounled 10 51,459.795. The excess amount of
$963,917 was recorded as a palable and a receivable for the

same amount and will b€ amonized over a three-year period. As
ofJune 30, 2010 the outsranding amount of$719,398 includes a

balance of 576,786 from 6scal year 2008 and is recognized by
the Municipality as a receivable and a liability to PREPA- Debt

service requnements in luture )€ars are as follows:

11,620

3,489,953

116,355

55,000

719,398

ROMAN TORO & CO., CSP Ceflified Public Atcountants an.l Busiress Consullants
PoBox3alt YAUCOPR 00698-1043 TEL. (787) 856-6220 FAx: (787) 856-6233
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COMMONWEALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMf,NTS

Jutr€ 30,2010

NOTE I - LONG-TERM DEBT - Continued

June 30 Prircipal

20r r s 398.092
2012-20t5 121,106
rorars _!__lui28

P6yible lo CRIM, property ttx .dvrnces - represent the amount
reported by CRIM of the final settlement of excess of advances

over actual coltections ofproperty taxes applicable to fiscal2009
and the preliminary seltlement applicable to fiscal )ear 2010.
(See related note J) S 122,226

NOTE J. PROPERTY TA)(ES

The Municipal Revenue Collection Center (CRIM) oflhe Commonwealth of Puerto Rico is responsible for
the assessment collection and distribution of real and personal property laxes. The tax on personal Foperty
is self-assessed by the taxpa,€r. The assessmert is made on a rehrm, which must be 6led with the CRIM
by May 15 ofeach year rnd is based on the current value at the date ofthe assessment. Real property is
assessed by lhe CRIM. The &x is g€neral assessed on January 1 on aI taxable property located within the

Municipality and is based on the currenr value exisring in the year 1957. For personal property the tax is
due with lhe return filed on or before May 15. Taxes on real propefly nay be paid on two equal

installments, July I'and January 1'. Total tax mtes in force as ofJune 30. 2010 are 7.03% for perscmal

property and 9.01% for real property. The distsibution ofthese rales follows:

Basic propeny tax rate. which is appropriated for genelal
purposes and accounted in the Municipality's general

tund:
P€rc€nt that belongs lo lhe Commonwealth's debl service

tund:
Percenr rhar belongs ro lhe Municipalily: debt .ervice

tund:

Description
Perlotral Rerl
Prop€rt Property

4.00% 6-000/.

1.03% l.o3%

2.000/0 2_50%
7.O3% 

'5MDiscount gmnl€d by law to the laxpayers but reimbursed lo
the Municipality by the P.R. Treasury Departmml: l-20%)

Total percent to be paid b) tavr]ers:

Residential real property occupied by its o\urer is exempt by law iom property taxes on the 6rst $15,000

of the assessed value. For such exempted amounts, lhe Puerto Rico Departrnent of Treasury assumes

pa)ment ofthe basic lax lo the Municipality. except for residential units assess€d al less than $3,500 on

which a complete exenption is granted. Rer€nue relaled 10 exempt Foperty is recorded in fie General

Flmd. fte Municipality grants a complete exemption from personal Foperty taxes up ro an assessment

value of$50.000 toretailers with annual nei sales olless than 5150,000.
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COMMONWEAITH OT PUERTO R]CO
MUNICIPALITY OF SAN CERMAN

NOTf,S TO FINANCLAL STATEMENTS

Jutre 30.2010

NOTE J - PROPERTY TAXES - Contitrued

The CRIM advances tunds to the Mrmicipality based on an estimate ofsp€cial govemne Lal subsidies and

rhe property taxes to be levied and which ar€ collected in subsequeni periods. This distribution includes

advances of proper5r tax and amounts of municipal equalization filnd from the Commonwealdr

The CRIM is r€quned by law to prepare a settlement slatement on a fiscal year basis, whereby a

comparison is nade beiween the amounts advan€ed lo the Municipality and amounts actually collected
tom taxpayers. The CRIM Fepares a preliminary settlemenl not later than three Inonths after fiscal ,€ar-
end and a final seltlement not later than six m()lrlhs alier fiscal year end. Ifactual collections exceed rhe

advances a recei\able Som CRIM is recorded. However, ifadvances exceed actual colleclions, a palable to
CRIM is record€d. This amount is recorded as long term debt. The MuniciPalit/ has a n€t payable of
$122,226 resulting Aom the final settlemeflt of fiscal year 2009 and the preliminary settlemenl of 6scal
year 2010 which is recorded as long-term debt.

NOTE K - INTERC.OVERNMf,NTAL R.E\ENUES

Intergovemnenral revenues in the General Fud are comprised of Christsflas bonus reimbursemart of
$287,173 and rewnues for municipal equalization fimd of$4,271,676 received nom th€ Commonwealth of
Puerto Rico. Amount recorded in other go\emmental tunds consists of Federal and Conrmonwealth
gov€rnrnenlal grants.

NOTEL-RETIRf,Mf,NTPLAN

l. Pla dese ption

Regular employees of the Municipality cont bute to a cost-sharing mulliple employer defin€d benefil
retirernent plan administered by the Employee's Retirement Slstem oflhe Government ofPueno P.rco

an its Instsumentalities (ERS). ERS covers all regular tull-rime publi€ enployees working for lhe
central govemment, the municipalilies ard certain public corporations not having their own reurement
systems. The s)$tem provides retirement pensions, dealh and disability benefits-

Retiremert benefits depend upon age at retiremenl and number ofyears ofcrediled service. Disability
retirement b€nefits are available to members ofoccupational and no occupational disabilities. Benefits
vest after len years ofplar panicipalion. The slstem vas created under Act 447. aPProved on May 15,

I 95 I , as amended, and became efGctive on January I , 195 2. Retirernent b€nefits are delermined by the

application of stipulat€d b€nefit ratios to the membff's average compenMtion. Average compersation
is computed based on the hiehest 36 nonths of compensation recognized by ERS. The annuity, for
which a plan menb€r is elisible. is limited to a minimum of$200 per monlh and a maximum of75% of
the average comp€nsation. ERS issues a publicly financial report that includes financial statements and

required supplementary infomalion oflhe Pla,, vhich may be oblained &om the ERS.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jure 30.2010

NOTE L - RETIREMf,NT PLAN - CoDtitrmd

Law No. 305 of Seplember 24, 1999 amended the Act No 447 of 1951 and was enacted vith the purpose

of establishing a new pension program (Slstem 2000). The new pension progam became effettive on

Jaruary l, 2000. Employees panicipaling in the currert sFtem as ofDecember 31, 1999 may elect either

to stay in the defined berefit plan or transfer to the new program. Persons joining the government on or
after January l. 2000 will only be allowed to become members ofthe new pro$am.

SFten 2000 is a h)trid defired conldbution plan, also Imo\lfl as a cash balance Plan. Th€re will be a pool

ofpension assets, which will be invested by the Slstem, together wilh those oflhe currert defined henefit
plan. Benefits at retirement age will nol be guaranteed by the Slate govemment and will be subjected to the

total accumulated balance ofthe savings account. The annuity will be based on a formula, which assumes

thal each year lhe employee's coniribution (with a minimurn of 8.275% ofthe employee's salary up to a

maximum of I0o/.) will be invested in an account which will either: (l) eam a tr(ed rate based on the two-
year Corsrant Manrily Treasury Note or. (2) eam a rate equal to 75%o of lhe renrm of the S)Etem's

investment portfolio (net of managernenl fees), or (3) eam a combiration of both altemarives. Ifthe
savings accounts balance is $10,000 or less at tnne of relirement, the balance vill be distributed by the

Slstem to the participanr as a lump sum. Participanh recei\€ pedodic account statements similar lo lhose

of defined contribution plans showing their accrued balances. Disability pensions are noi been granled

under the new program. The employer contributions (9.275% ofthe employee's Salary) will b€ used 1o tund

the current plan. Under S)stem 2000 the relirement age is reduced nom 65 years to 60 for those employees

who joined the cunenl plan on or alier April I, 1990.

Disability pensions are not been granted undtr the new program. The employer contribuliors (9-275% of
th€ employee's salary) will be used to tund the current plan. Under Syslem 2000 the retirement age is

reduced fom 6s years to 60 for those employees who.joined dle current plan on or aner April l- 1990.

2. Fuhding policr

The Act 447. as amended, rs dre audroriry under 
"'hich 

obligalions to contribute 10 lhe Plan by the Plan

members, employers and other contributing entities are eshblished or may be arnended. Plan membe.s

are required to contibure 5.775% of gross salary up 10 56,600 plus 8.275% of gross salary in excess of
$6,600 excepl for the Mayor or emplo,€e under a supplemeniation plan, \r'hich contribures 8.275% of
gross salary The Mmicipality is requned to contribute 9.275% ofgross salary.

The Municipality's actual contribution for the currart and lhe previous three fiscal years, which is equal

to the requned contribulion. foUows:

Law No. {17 System 2000

s 284,535205.38620I0
2009

2008

241,234 _t______?9!.111
s 223-491225.518
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COMMONI EALTH OF PUERTO R]CO
MUNICIPALITY OF SAN Gf,R,}IA}i

NOTES TO FINANCIAL STATEMENTS

Jutre 30,2010

NOTE M - POST-EMPLOIMENT BENEFTIS

In addition to the pension benefts described in Note L, the Municipality is requir€d to cover annually the

3% increase in th€ retirement plan of its retied emplo,€es, as requned by Commonwealth's laws. Alsq lhe

Municipality is requned to fillance costs related to the application ofcertain "Special l-aws" issued by the

Commonweallh Gor€nrmant. ftose Special I-aws granted inoeases in pensions and other benefits to
retired employees of the Municipaliiy such as medicines bonus, Chrishas bonus and death benefits. For
the fiscal year 2010, costs related to these post employment b€nefits amounted to 5168,999. These benefits
are recorded a\ expenditures 

'D 
fie general frud.

NOTE N . COMMITMENTS

l. Operuti g leases

Ihe Municipality leases office space and oflce equipment under operating lease agreements, which
generaly have terms of one y€ar or less and are automatically r€newed for lhe same terms. Rental

expenses amounted to $150,833. Managernent believes that the sunrnary of the tuture minimum rcntal
commitmants und€r non-canc€llable equipment leases with terms exc€eding one year is nol significanl.

fte Muicipality has commitments at June 30, 2010 of $2,258,266 for construclior\ improvements or
renol?tion of cerrain municipal facilities.

NOTE O - CONTINGf,NCIES

Federal and Srare gants

Projects finatrced by Federal and State Grants are subject to audits by grantors and other govemmental

agencies in order to determine that the expenditures to comply with the conditions ofsuch granls. lt is
lhe Municipality's opinion that no addirional material wecorded liabilities will arise ioln audits

previously performed or to perform.

LitigatiorL,

fte Municipality is, at Fesen! a defendanl in a numb€r oflegal matters that arise in the ordinary course

of the Mudcipality's activities. There are cases whereby ihe Mrmicipality is a defendant or codefendant

thar will be covered by insurance, certain cases whereby the legal counsel has not determined an

outcome and olher cases that will not be covered by insumce. As a result ofone legal case as ofJune
30. 2010 and not to b€ covered by insurance, the Mmicipality accrued an estimated loss ofS55,000 in
Ge goverrment-wide statem€nls. However, it is the opinion of the Municipality and fie legal counsels

thal based on their experience, such actions and the potential liabilities v.ill not impan lhe Municipality
financial position.

2.

l.
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COMMONWEALTH OF PUERTO RICO
MUN_ICIPALITY OF SAN GERMAN

NOTES TO FINA"\CIAL STATEMENTS

J're 30,2010

NOTE P _ NET ASSETS RESTATEMENT

fte following table disclosed lhe change of net assets balan€e ai begining of year as geviously rcported

in the goverflment wide statements. The change resulted iom the conection of an undgrstatem€nt

coNtruction in progress for an htastsucture project not recoded in prior )€ar. lte b€Sinning balances

have been restated as follows:

Ner

Balance at beSinring of )€e, as prryiol|sly
repdted: $

C(rcc-tion of eror. understatmetrt of
capital assets cMstrction iD progress.

infra$ructure prqiet 438,648

Barace ar beginninE ot w.r. as esrared: _!_______lg2!u06_

NOTE Q _ FUND BALANCE Df,FICITS

Certain sp€{ial turds included as olh€r govemmental tunds h the fimd statements disclos€d tund balance

deficits as follows:

18,819.658

$ 97.05I

$ 13.546

$ 12.768

s 26.351

$ .+q307

$ 62.993

$ ,11.749

$ 215.789

$ 95,t50

$ 47.521

$ 79,611

$ 16,577

Emergency Shelid Grant

CDBG Entitlement

CDBG. ARRA

Las ,1l Pemaent lnpro\emcnts

Guama Sanitary Scwer Syrtem

T6tic Safety Commission

PNI fund

Las No. 52 and 82

Law No. 105

The deficits results fiom the accrual of expenditures without accruing in.ergo\emmental revenues. As
requned by cunent standards. the Municipality re€orded intergovemmental revenues for grants on tund
statements uhen all applicable eligibiliry requnements have been net and ihe resources are available-
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.COMMONWEAI-TH OF PUERTO RICO
MT'NICIPALITY OF SAN GERMAN

NOTf,S TO FINANCIAL STATEMf,NTS

Jutre 30,2010

NOTE R - STJBSEQTIENT EI'ENT

On S€ptember l, 2010lhe Govemmatal Development BaDk for Puerto Rico (GDB) issued a $1,585,000
interim loan to finance lhe consEuction ola capital asset. The loan rvill bear interest al \ariable rates (Prime
+ 1.5070) until a general obligation bond is tually issued at a 6xed intercst rate.
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COMMOTIMEAL.IT OI. PUTRTO RTO
MTNICTPAUryOFSAN GBMAN

BUI'CETARYCON/PARISON SCTDL'LE. GEIBAI- FIJND

]IsCIL YEAR INDED .,tAE 30. 20IO

oriaind

11963

( r5346)

ll.67l
9!t31

M u.rcipal liceN c rars

tunralincor and chaBes forscnics

CultuE and Ecrcarion

Er.rss (&fi ciencr) of reEnu€s

Orh.r fi nm.ing sources (us€s)

Totrl ottcr linrn.ing sourccs (uses)

Readjust@r ln,nprio,ymrtund balance lnore Bl

E\.es s (d.fi.i encr ) of r€Enues ad orher

find.ing sdrc$ oFr€rFndturc. lnd
orh€r fin.ncins us E

4,068:13

l.3ll,69l
1.661j2

2.@4231

:1.757,199

55,00)

r40,3n

llt,lSr

d068:ll
1.331,691

1,661J22

3.205235

55,000

l40Jm

103,099

r 5.955.,t91 17.211200

4.068211

3.411,654

3.21&q)8

4.655.572

43.?05

t7,304,671

5,827.165

1.953n
6255,755

2t1453

a31,155

645,943

o6045

5.765.I7

1.,158,968

66?1338

1.749,638

1 ,16t

59l.ql2

5559t6

5.663.498

r.458.156

6.731668

r.?48.475

?86761

555,886

l0l,6t9

212

(59230)

I,t6l

8

v
17.581,712 ,11.802

(371)J42)

88t%

(235:69)

8&8

( r4848)

135_271

(85.952) (85.95t)

J U21.221) $ il2l.22l)

The accompanying notes to required supplemental information are an integral part ofthis schedule
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COMMONWf,ALTH OF PUERTO RICO
MI]NICIPALITY OT SAN GER]IIA\

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION -
BUDGETARY COTIPARISON SCHEDULE _ CENERAL FUND

Jun€ 30.20r0

NOTE A.BUDGET PROCESS AND BUDGf,TARY BASIS OF ACCOT]NTING

The Municipal budget is Fepared for the Gen€ral Fund following the requirements of the Autonomous

Municipal Law of 1981, as amended. Ir is developed utilizins elenenls of perfomance-based program

budseting and zero-based budgeting and includes estimates ofrevenues ard other sources for ensuing fiscal
year undtr laws existing at the iime the budget is prepared.

Budget amendments are approved by rhe Municipal Legislature. Cenain budget tansfers within the

limitations and restrictions of the Municipal Law can b€ approved by the Mayor or by the Municipal
Legislatue. The budget comparison schedule provides informatior about the orighal budget, the amended

budget and the actual results, under dre budgetary basis ofaccounting.

The budgetary basis ofaccounting is different from GAA?. Revenues are generally recorded when cash is
received and expendihue. are generally recorded whetr the related expenditure is incuEed or alcumbercd.
The encumbrances (lhat is. purchase orders, cont acls) are consider€d expenditures when a commnment is
made. On a GAAP basis, eocunbrances outstanding al year-ard are reporled in lhe govemmental ilnds
statements as a reservation oftund balance since they do not constitute expenditures or liabilities while on a

budgetary basis encumbrances are recorded as expenditutes of the current year. Encumbrance

appropriarions Iapse one year after the end oflhe Escal )€ar. Unencumbered appropiations are lapsed at

year-end. fte legal level of budgerary control (lhe level at which expenditures may not legally exceed

appropriations) is al the tunction level.

The presentation ofthe budgetary data excludes olher appropdations such as capilal projects, debt service
and sperial revenue tunds because projects are tunded on a multi-year nature, generally requiring several

years to complete or effective budgetary control is alranatively achieved through general obligatic,n bond
indentures and legal and contsactual gant agreement provisions.

NOTf, B. BUDGET READJUSTMENT

During the year the approved operalional budget was increased by $456,494 fion previous year excess

tundbalance- The pupose ofthis readjusimfli was to inc-rease lhe amount assigned to cenain exp€ndinres
in the general tund.

NOTE C - BUDGET TO GAAP Rf,CONCILIATION

The accompanyins buds€lary comparison schedul€ presents comparisons ofthe original and final legally
adopted budget with actual data on a budgelary basis. Since accounting principles appli€d for dle purposes

of developing data on a budgetary basis difier significantly ftom those used to preseflt accounting
principles geneftlly accQted in the United States, the following budget to GAAP reconciliation is
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COMMO]\Vf,ALTH Of PLIRTO RICO
MLNICIPALITY O[ SAN GMII{N

NO'IES r0 RtrQLXRU) SL?PLIMf,NrrARy IMORI\{{TIO|L
BLDGEIARY CONIPARISON SCHED[,'I-E - GE{MAL FT]ND

June 30.2010

fIOTt C - BIiDGET m GAAP RECONCILIATION - Continred

Excess oI revenues rnd other fimncing sources ov€r erpeditur$ rnd oth€r
finecing uscs (hudgetrry basis):

Brdget ro CAAP differences:

En.ity differences:

Non-budgeted funds recorded as exp€ndnures for financial reponing:

Brsis of accoutrting difie.enc€s:

Revenues re.ord€d for tuancial r€poning purposes bur nor in budgetary b6isl

Revenues r€.orded in budgetary basis purpos€s but not in fmancial reporling:

$ (321,221)

(23,850)

1.01'7.324

(568,241)

Tlming dilTerences:

Current year encumbrancE record€d as expenditures for budgetary reporiing

Prbr year encumbrances r€co.ded as €xpenditures for ftrlancial reporting

I{c. chrnge in fund b.lrr.E (GAAP hosis): s (658,73s)
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Expenditurd r6orded in budgetary balis but not for fmanial reportins purposesi 231,892

Expenditur6 recorded for lnancial reporting purposes but nol in budgetary basbi (69.{,398)

106,132

(406,373)
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COMMONWf,ALTH OF PUERTO RTCO
MUNICIPALITY Of SAN CERMAN

SUPPLEMENTARY INTORMATION _ FINANCIAL DATA SCHEDULE
BALANCf, SHEETAND STATEMENTOF REvENUf,S AND EXPENSf,S INTORMATION

JUNE30,2010

t{47 |
Housitrs Choice vouchers

lll $ 41,044

I t:l Cash olherrest.icted s 67,072

lt5 Cash -!esrricled forpaymeniofcurenlliability 5 7,545

t00 $ 115.661

l2l Accounrs receivable - PHA proiecls $ 2,035

t22 Accounrs receivablc HUD olherproiecrs 5

[5 Accounrs receivable - miscelhneous s 4.6E9

t26 2 AIlowa.ce for doubltulaccounts - olher 5

t23 s 9,26r

128 I Allo$ance for doubttulaccounts - fi'aud s (4,235)

t20 Tot lrec€iqbles.retof .llos,nc€ for rbubtful,ccounls s 12,816

lnierrrosram -due ftom S

150 $ t2E.477

FumiluF. eouiDm.nt and Mchinerr- - adtoinisl.ation $ 47,511

Accumulated depecialio. s (16,419

Tot l cadtd * s eB. rcr of lccumul,t€d d€p.eciati on t r 1,072

180 llot l Non-curr.trr AsteB s r r.072

lon llot l \rreB 5 119.5,19

lll Accounts pa\ able .:= 90 da\ s 5 l5
I l:l Accounts DaYable > 90 days pasl due 5

lzl Accrued wase/DayoU lares Dayabl. !
t)2 Accrued comDensated absences -cureni ponio. s 2,989

t3l ,010 Accounrs Davable'HUD PHA Drcsam - orher 5

ll2 Accounrs Payable - PHA Prciecls !
lll Accounls o.v.ble olh.r sovemmenl S

3.r l Ienant securiry deDosils I
3.r2 5

1.15 Olher cuEenr liabiliies 5 7.5,15

341 Inrer-DrosEm due lo s 3.101

l.l3 Loan Liab'hv - cuftnr I
lt0 Iorrl Curcnt Liabiliti€s $ 13,670

l5l Non{urent liabilities olher s 13,384

l5.l Ac. ed comensaled abse s 7,469

50 Toial Ion-currcrt Lirtilities $ 20,853

100 lTobl Lirbilitics 3t.521

50t.1 lnresied in capitalAssers, Net ofRelared Debt s 11,072

5r l.l Resrricred Net Assets s 62,978

5t2.1 Unr€si.icted Ner Assers s 10.976

5ll Toral E4ui$/ler Assers $ 105.026

ollll lToBlLi$iliti€s,ndEquirr/:,lelAssctt s 139.519

Condnue
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COMMONWEALTH OF PUf,RTO RICO
MT]NICIPALITY OF SAN GERMAN

SUPPLf,MENTARY INFORMATION - FINANCIAL DATA SCIIEDULE
BALANCf, SHEET AND STATEMf,NT OF REItsNUES AND EXPENSES INFORMATION

JUNE 30, 2010

A.A7t
Ho$itrsChoice Vouchers

70600-010 Housing assistanc€ payrEnts $ 335,749

70600-020 Ongoing administrative fees eamed S 62.6U

?0600 0i I FSS Coordinator $ &708

7060G070 Admin f€e calculatio. description

HUD PIIA oDeritine srmts $ 407,06r

71100-010 Housina Asshtance Payment S

7l10G020 S

71100 lnEstmnt iDcom - unrestricted S

71:l0G0l0 Housins Assistance Paynreni S 100

71400-020 S 100

71400 S 200

71500 $ 43,319

71600 Cain orloss on the sale ofcapilalassers S

72UX-0t0 Housing Assistance Paymenl s

72mG020 S

7zun InRstmntinconre - r€stricted S

700 $ 4505E0

100 Administmtive salanes $ 13,025

t00 s

500 Bwloy€€ benefit conlribulions- adminislmlive s 7,187

600 $ 2,515

300 Tra!el S r00

9100i) Tor.I OFrating - AdrdDistrati* s 22i21

q2100 Teranr se^ices - salaries $ 13,188

92t00 Erployee ben€ft contribu tions- t€nant sewices S 4.221

92.100 Tenant serices - other $ 5,806

ft1r00 Total Teflant Serrices $ 2lrl8

Continue
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COMMONWEALTH OF PUf,RTO RICO
MIINICIPALITY OF SAI{ Gf,RMAN

SUPPLEMf,NTARY INFORMATION FINANCIAL DATA SCHEDULE
BALANCf, SHf,ET AND STATEMENT OF RE}'ENUES AND EXPENSES INFORMATION

JUNE 30,2010

uaTt
tr){sins Choice Vdcbers

%200 s

96210 5

s .1,235

Iotrl Oth€r Generrl D0cns6 $ .rr3s

s

!1000 E\css Re*nue OPr S ,100J00

!
971U1050 AI Orhtr S 3.13.6,15

97100 t {Dsins ssistsceBrmnls $ 343.645

97150 $ 37,7q

s l.l!6
97500 s

s .l335tl

10000 lBcess (Deficiem!) of Re*nue Otcr s t7

ll0l0 lBcamnm S 81.957

0{!1)t0 ftior pqiod adiustrnts d corslion of ems Editablc

l10.10 Prior Eriod adius(mtrts. efli(r rrosfers. and coftstior oferrors S

Continue
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COMMONWEALTH OF PUERTO RICO
MTINICIPALITY OF SAN Gf,RMAN

SUPPLEMENTARY INFORMATION FINANCIAIDATA SCHEDULE
BALANCE SHEET AND STATEMENT OF RE\'ENUES AND EXPENSES TNFORMATION

JUNE 30,2010

Continue
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14.671

Boxslns Choice Youch€rs

7?G0{ Adminisrativc Fee Euiry Beginning Balance $ l8.4ll

7G010 AdDinistative Fee Revenue $ a.&4
7{!020 Hard ro House Fee Revcnuc 5

7rI02 t FSS Coord inalor Cranr $ E 70E

7r1030 !
t

7ll0.l5 Ftuud tucovcrv Revenue s 100

7r1050 $ 42,0?l

l r l7G05l Comnt For O(her Revenue

This amunl coftsponds to the

administntive fees eamed on the
ponabnity-in vouches

administered by the Municipalily
($5,871) plus the reinrbu6cmnt
received ftom the innialPHAs of
the HAPreni payrrts Ede on

behalf of the ponability-in units

during 0q l0 ($17.7()) less the

coft clion of accounls receivable

fraud recovery lhdl vas ercneusly
rcorded i, prcvbus yeas
($r.450).

7G060 TotalAd,m Fee Re! enues $ l l3"al
7rl0E0 ToralODmtine Eoenses s 5q2E0

$ 1,E46

7G095 Hous ins A ssnrance Poftatiliy ln s 37,7q

lG 100 5

lil101 Col1mnr ForOther E\pense

tGll0 $ 89,866

Ner Admnisia(ive Fec s 23.617

7(!001 AdDinismrive ree Equity ' Fnding Balance S ,+2.(x3

t70 Adminisr ire Fe€ thriil ! .12,04E
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COMMONWf,ALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

SUPPLEMENTARY INFORMATION FINANCIAL DATA SCHEDULE

BALANCE SHEET AND STATEMENT OF Rf,\'ENUES AND EXPENSES INFORMATION
JUNE 30,2O1O

Ihe accompanying notes are an inlegral pan of this schedul€
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14.87!

tbusins Cloi.e \'@chcn

180,001 Housine AssGlancc Paymnts &urty - B€sinnins Bahnce S

180{10 Housinq Assistance Pay,Erls Re!enues s 115.749

l801]lt F6ud Recovery Rereme S lo0

180-110 s 1248

l1180r]t I Conmnt [orolherRevenu€

Illis amunlcoftspo.ds lo |h.
eliminari.. ofEnr & ul nies

allowmce cheks lhat sere

oulslandins forme than one

year ($2.698) bs s lhe coftcton oi
Accls Receiv Eaud Recovcry tnar

w6 mf,eusvreco ed ii
p€vious ye6(slJ50).

80425 5

$ 137.097

Housins A ssislancc Paymn$ ! 143.645

GlIrmi ForOrnerEpense

Tolal Housihg Ass n tance Paymnts EVm*s s

Ner Housms Assis tdce PayEtrls S

Housi.e Assissnc€ Payrnrs &uity Ending Balance S 61.918

180 Hous ine .\l si n!nc. Parmetrts tari$ I 629?8

I qlzl0
L

q,2:0

I q!:10
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTE TO SUPPLEMENTARY INFORMATION - FINANCIAL DATA SCHEDULE

June 30, 2010

NOTE A - BASIS OF PRESf,NTATION

The accompanying financial data schedule (FDS) is a tsial balance of the Secrion 8 Housing Choice

Voucher Program, adrninistered by the Municipaliry. The FDS was created in order to $andard;e the

financial information repoded by Public Housing Aulhornies (PHA) to lhe Real Estate Assessmenl Cenler
(REAC), as required by the Unifonn Financial Reponing Srandards (UIRS). REAC is rhe US D€partment

ofHousing and Urban Derelopment (HuD) narioflal management center created to assess Ihe condition of
HUD oMed and assisted propenies- The UFRS are rules to implement requiements of 24 CFR, Part 5,

Subpart H. for the eleclronic filing offinarcial informalion to HUD.

In accordance Dith the Suidelines for reporting and ahesradon requirements of UIRS, the accompanying
FDS is included as inforrnation supplemeotary to rhe financial statemmts. It was prepared using the accrual

basrs ol accounrins. a. requred by REAC regularion'.
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COMMONryEALTH OF PUERTO RICO
MIINICIPALITY OT SAN GERNIAN

SCHEDT]LE OT f,XPENDITI]RES OT TEDERAL AWARDS
FISCAL Yf,AR f,NDED JUNE 30, 2OIO

F.d.El G-lDr/Pisr Tlmgn
aanE/hp m lirk -tlplsLrd]L

Us. Datul d A'i.tirm

Wder ad We Dispcal Slrm la Pdd Comiri$

U.S IE turd HddE r.d llrrr D.do't|d

Sciim3 tb6ng ClDi. Vdrn6 EoCIm

CDBG - rrld.rrrl Crnt Ckar:
C{rmdiryDdebgnfl!Bk kAant/ EfilgnarGra
C{rmmiry D6 ebFor Blek Ad ARnA Fnrirldfu Crots (CDgltRl

(P@'4,4.r Fdn.O
Tod CDre -frtfthMtC'* cl6l.n

P6se&tLqhEorr fDm
Ofs oIcmisnEr ofMniciPl Afratrs

Cffi iy Dry€bFnar Blfl &ad / Sldel P&em
r9rc-,ldf inies€d S,Dll ciri* Prosan)

f&-D@cloclef&dE
EEgmy SlEhd Gros hgBo

ARRA- Hmks Prffittio. ad Rarid RaHGiry PbgmTedncal Asthe

!&-D@c@4!!9t-
Ho6t oppduiii6 6. PorG wiih Am (HOPWA)

PR Detuor oalbEinq - lEdo Ris Plilic Hdlie Adnini*rion ?RPHA"I

Puhtc arn hdia HGirA

Pdrlic HGhgCttibl Fud
Slh(dl U.S DeFnEd .a Uor6g -d Urh.t Daeh?'dr

t,1.ll3
1.l.t5l

s03Dc 72m0 t. s@D(fIm r

l(x)8 Ds 0513

-----i:E

14J.5:5

l7,r7i

:9,11

766.135

_____:]-4)-

14213

1.12:8

1421\

I4262

t4241

uav

ROM4N TORO A CO. CSP Ce, tiled Public Ac.ountants a d Busi ess Consuhdnts

PO BOX 3011 YAUCOPR A06s8'3043 TEL. (787) 856 62)0 FAx:(787) 856-6233

61



Fe&El Ga*or/P6! Tn{ugh
CrrrorPrsm fnb

CONTMON\IEALTH OF PUERNO R]CO

MTNIC'IPALITY OF 91N GFXMAN

scHu-Lf, OF LI(PEiDIII,RES OF IIDERAL AWARDG

FT:{AL YEAR ENDED JUNE 30. 2OIO

CFDA Flm$ ld.nliii'B Fe&rrl
Nun$er Erp.tditms
tmr. ar rmres A oda)_ (mk a)

U.s DelatrrEr olllsprtdon
Pasd&q4h roe@ tun

PRTEtr SaHv Cdmissir
gale arn c-llMiy Hth@y safsy

&rimlm rl Pptedtor areN

eMftrt asnEr dd Cbf,, cocfdariE AsdBrs

U.S DrFrrrni offJ.rF/

ARRA EEflEdii y dn Cde@tin Bbck Crdr PI.Cm{EECBC)

u.s D€p.nBln oflrecth ,.d Hulm s.Firs

ARRA Bittlads6n

ARM - SreladHiB CqnMiis Fd

Pa$€d{Edr Ftrecm Ew
P R OEe of tIE ffirhlm fa dE El} tu

\t iJ PIq@616 P AgiE TG . Pm c-Nltlfu sdh 6
S{hord U.S lrelanE'd ofll€rhh &d Hlllm Seniat.

u.s D€Bnmln of rbmkd st.unv
Paseddru4l F!C,"m nm

P R CrEnds Oftue - GoErds Aulri4d Rq*rrdw rcAtu:

Diasl€r GrtrB - Pldi A$iqee rP6itrrirN Deched DiEsLrs)

P.R GcErm Ori! - Of.. ofhrdi Saaea Afan:
slale ll,Ehrn Sediy P,tr8m 6rSP)

$brord U.S D.p[fird ofHomlrn Secunttr

Tor.l E4enitlms ofFe&r.l AErt

20dn

66818

3t I18

9',M

.,7\\

ld),t@

20918

t?.m

t5z0t2

10462& 101)}76

l2-.rrt25

afi E,r7!})4)

155.1{l

.a.ll9

21181

The accompanying notes are an integal pan ofthis schedule
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN Cf,RMAN

NOTES TO SCHEDULE OF EXPENDITURES OF TEDERAL AWARDS

June 30.2010

NOTE A BASIS OF PRXSENTATION

The accompanying Schedule of Expenditures of Federal Awards includes lhe federal gmnt
activity of the Municipality under progams ofthe federal government for the year ended June 30,

2010. The information in this schedule is presented in accordance with the requbements ofOMB
Circular A-133, Audits of States, Local Governmenrs and Nonproft Orga izations. Thercforc,
some amounts presented in this schedule may differ from the amounts presented in, or used in the
prepamtion of, the basic financial statements. Because the schedule presents only a selected

portion of lhe operalions of the Municipality, it is noi intended 10 and does nol pres€nt the
financial position and changes in net assets ofthe Mudcipality.

NOTE B - SI,IMMARY OT SIGNIFICAIIT ACCOUNTING FOLICMS

Expenditures reported on the Schedule are reponed on the modified accrual basis ofaccounting.
Such expendilures are recognized whm the related tiability is incuned following the cost

principles coniained in OMB Circutar A-87 Cost Principles for State, Local and Indian Tribal
Go|ernments, wherein ce(ain t)?es of expenditures are not allowable or are limited as to
reimbursemenl.

The Catalog of Federal Domestic Assistance (CFDA) Number is a program ideniification

number. The first two digits identify the federal department or agency that administers the

program and the last three numbers are assigned by numerical sequence

State or local government redistributions of federal awards to the Municipality, known as "pass-
through awards", should be lreated by the Municipaliiy as though they were received directly

ftom the federal govemment- OMB Circular A-133 requires the schedule to include the name of
the pass tlrough entity and lhe identifying number assigned by the pass{hrougl entity for the

federal awards received as a subrecipient. Numbers identified as N/A are not applicable and

numbers identified as N/AV are not available.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERA.L AWARDS

June 30, 2010

NOTE C _ RECONCILIATION OF EXPENDITURES PRf,SE\TED IN THE SCHEDT]LE OT

EXT'EXNTTUNTS OT TEDERAL AWARDS TO THE EXPENDITURES PRESENTED IN THE

RASIC FIIIANCIAL STATf, MENTS

Other
Gorernmetrtal

trutrds

1,149,250
407,061

1,116,676
278,861

56,641
144.52s

3',7,175

29.30r
36,',742

'766.385

216,143
100, r69
20,918
17,000
60,104

152,072
143.631
48,082

4,805,341

5,290,455

$ 10,095,796

ROLI1N TORO & Co. CSP Ceiilied Public Accou tants a d Business Coksuhanls

PO Box 3043 Y,IUCO PR 0A698 3013 TEL. (787) 85t'6220 F'4,: (787) 856'O13

CFDA No. /
Descriotiotr

10.760
14.871
14.218

ARRA - 14,253

14.238
14.228
14.231

ARRA 14,262
14.241
14.850
v'a72
20.600
66.818

ARRA - 81.128
ARRA 93.709
ARRA 93,7I1

93.045
91.036
97.013

Total federal awards expendinrres:

Total non-federal awards expenditues:

Total expenditures, fund statem€nts:
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Certified Public Accountants
Honesty - Integrity - Exp€rieoce

REPORT ON INTERNAL CONTROL OVER FINAIICIAL REPORTING
AI\D ON COMPLIANCE AND OTIIER MATTERS BASED ON A}I ATIDIT OF

FINANCIAL STATDMENTS PtrRFORMED IN ACCORDANCtr 1ITTH
G O VE R NME NT A UD TTING STA NDA RDS

Honorable Mayor and Member ofthe
Municipal Assembly
Muicipality of San Germ6n, Puerto Rico

We have audited the financial statements ofthe govemmental activities, each major fund, and the
aggrcgale remainilg fund infornatioD of Municipality of San Germ6r, Puerto Rico as of and for ahe

year ended June 30, 2010, which collectively comprise Municipality of Sarl Cemxin, Puerto Rico's
basic financial statemenis and have issued our report thereon dated February 9, 2011. We co[ducted
our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits coDtain€d in Gowrrnent Au.liting Sta dards, issned
by the Comptroller Geneml ofthe United States.

Intemrl Control Oyer Finxtrcful Reporting

In planning and performing our audit, we considered Municipality of San Germ6n, Puerto fuco's
intemal control over financial rcporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions oD the finarcial statements, but not for the purpose of exprcssing
aD opirdon on ihe effectiven€ss ofMunicipality of San Germen, Puerto Rico's intemal control over
financial repo(ing. Accordingly, we do not express an opinion on the effectiveness of the
Municipality ofSan Gelm6n, Puerto Rico's intemal control over financial reporting.

A delicienq i internal control exists when the design or operation of a control do€s not allow
management or employees, in the norinal course of peifoming their assigned functions, to prevent,
or detect and corect misstatements on a timely basis. A Mterial heakness is a deficiency, or a
combination of deficiencies, in intemal control such that there is a rcasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and

conected on a timely basis.

Our consideration of intemal control over financial reporting was for the limited purpose described
in the first paragraph and was not designed to identiry all deficiencies in intemal contrcl over
financial repodng that might be deficiencies, significant deficiencies or material w knesses. We
did not identify any deficiencies in intemal conlrol over financial rcporting that we consider to be
material weaknesses, as defined above,
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Compiianc€ and Other Matters

As part of obtaining reasonable assurance about whether Municipality of San Gemiin, Puerto Rico's
financial statements arc free of matedal misstalement, we performed tests of its compliance with
certain provisions of laws, rcgulations, confacts, and gmnt agreements, noncompliance with which
could have a direct and material effect on the determination of financial stalement amounts.
However, providing an opinion on compliance with those provisions was not an objeclive of our
audit, and accordingly, we do not €xpress such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be rcported nnder Gotemnefital
Auditing Standards.

This report is intended solely for the information aDd use of management, the Municipal Assembly,
others within the entity, and fbdeml awardiog agencies and pass-thmugh entities and is not intanded
to be and should not be us€d by anyone olher than these specified parties.

-7\y'/*: ./* :("-
ROMAN TORO & CO.. CSP

LICENSE #35 - IN FORCE

Yauco. Pue(o Rico
February 9, 2011

Stamp #2496025 was affixed to
the odginal ofthis report

ROM,LN TORO & CO., CSP Ce llied Public Accountants and Business Consuha ts
PO BOX 3043 yAUCO PR 00698-3013 . TEL.1787) 856-6220 F,4\:1787) 856-6233
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE \ITTE REQUIRf,Mf,NIS
TEAT COI]LD EAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR

PROGRAM AI\D ON INTERNAL CONTROL O\TR COMPLIANCE IN
ACCORDANCE WITII OMB CIRCI]LAR 4.133

Honomble Mayor and Member ofthe
Municipal Assembly

Municipality of San Germen, Puerto Rico

Compliatrce

We have audited Municipality of San Germ6n. Puerto Rico's compliarrce, with the tyT,es of
compliance requirements described in the OMB Ciralar A-133 Compliance Supplernent that could
have a direct and material elTect on each ofMunicipality of San Germen, Putrto Rico's major federal
pmgmms for lhe year ended June 30, 2010. Muaicipality of San Germen, Puerto Rico's major
fedeml progmms arc 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,
contmcts, and gmnts applicable to each of its major fedeml pmgmms is the responsibility of
Municipality of S4n Germdn's management. O$r responsibility is to express an opinion on
Municipality of San Germ6n's compliance based on our audit.

We conducted our audit of compliance in accordaDce with auditing standards generally accepted in
lhe United States of America; the standards applicable to financial audits contained in Go|ernment
Auditing Standerds, issued by the Comptroller Geneml of the United States; and OMB Circular A-
133, Audits ofStates, Local Goternments, and Non-Prolit Organizatiors. Those stanalards and OMB
Circular A-133 require that we plan and perfom the audit to obtain reasonable assurance about
whether floncompliance with the t]?es ofcompliance requirements referred to above that could have
a direct and material effect on a major fedeml program occured. An audit includes examining, on a
test basis, evidence about Municipality of San Germ6n, Puerto Rico's compliance with tlose
requirements and performing such other procedues as we considered necessary in the ctcumstances-
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a
Iegal detemination of Municipality of San Gem6n, Puerto Rico's compliance with those
requirements-

ln our opinion, Municipality of San German, Puerto fuco, compli€d, in all malerial respects, with the
compliance requiremeots referred to above that could have a direct and material effect on each ofits
major fedeml programs for the year ended June 30, 2010.
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Itrtemal Conhol Ovel Coopliance

Management of Municipality of san Germrn, Puerlo Rico, is responsible for establishing and
maintaining effective intemal contlol over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal progmms. In planning and performing our audit, we
considered Municipality of San Germrin, Puerto Rim's intemal control over compliance with the
requirements that could have a direct and material effect on a major federal progmm to determine the
auditing procedures for the pupose of exprcssing our opinion on compliance and to test and report
on intemal control over compliance in accordance with OMB Circular A-133, but not for the pupose
of expressing an opinion on the effecliveness of inlemal contrcl over compliance. Accordingly, we
do not express an opinion on the effectiveness of Municipality of San Germen, Puerto Rico's intemal
contrcl over compliance.

A deficiency in internal control owr colnpliance exists when the design or operalion of a confol
over compliance does not allow management or employees, in the normal course ofperforming their
assigned functions, to prevent, or detecl and corect, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A naterial *eakness in internal control owr
complia ce is a defrciency, or combination of deficiencies, in intemal control over compliance, such

that there is a rcasonable possibility lhat material noncompliance with a t ?€ of compliance
requirement ofa federal progmm will not be prevented, or detected and corrected, on a timely basis.

Our consideration of intemal control over compliance was for the limited pupose described in the

first paragraph of this section and was not designed to identify all deficiencies in intemal control
over compliance that might be deficiencies, significant d€ficiencies, or material weaknesses. We did
not identily any deficiencies in intemal control over compliance that we consider to be material
wealnesses, as delined above.

This rcport is intended solely for the information and use of management, Municipal Assembly,

others within the entity, fedeml awarding agmcies, and pass{rolrgh entities and is not intmded to
be and should not be used by anyone other than these specified parties.

?.-/^
ROMAN TORO & CO,. CSP

LICENSE +35 IN FORCE

;1.

Yauco, Puerto Rico
February 9, 2011

Stamp #2496026 was affixed to
the odgiDal ofthis report

ROMAN TORO & Co., CSP Ce ilied Public Accountants and Business Consultunts

PO BOX 1013 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAx: (787) 856-6233
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COMMONWEALTH OF PUERTO RJCO
MUNICIPALITY OF SAI{ GERMAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SECTION I - SUI\'tMARY OF AUDITORS' Rf,SULTS

Financi.l Strtements

TWc of auditor's rcport issued:

Intenal control o\ er financial tu'poninS:

. Control deficiency idenrifred?

. SiCnificanrdeticiencyidenlified?

. Material weakncs {ei) identiied?

Noncompl jance matsial to fi nancial stalemenrs nolc{?

Inremal control ole najor proerams:

. Control deficiency idenlificdl

. Significantdeticiency identined?

. Marcrial {eakn6s(.\)identiliedl

T)?e of auditor's rcpofi isued on comllia.ce for

Anyaudir inding disclced that are requircd lo be reported

i,r accordance with Section 510(a) ofCircular A_133'

Idenri6ation oi Major Proga,ns:

FOR THE YEAR ENDED JLiNE 30.2O1O

14.218
14.871
14.850
10.760

E Unqualined opinion

E Ad\€Be opinion

E Qualified opiDion

E Duclannq opiiion

I none reponedE"*
E"*
E"*
Ev*

! v"s

Ev*
E"*
B u"qualified opinion

E AdveBe opin;oi

Ev*

s300,000

! v"'

I None reportea

Er"
E """

I rone rcponed

E "'"

! Qunt;t"a opin;on

E Disclaimer opinioD

Bx.

E None rcported

Ex"

nuniry O*topmenr elck Granr Entillement Gants

Section 8 Rotal Housiog Choice voucheB
Public ard Indian Housing
wate. and wasre DispGalfor Rural Development

Oollar thrcshold used lo distinguish bet*een
T}?e A aDd Type B Progmms:

Audit.e qualified as Iovjisk auditeel

SECTION II TINANCIAL STATEMENTS FINDINGS

No findinSs arc reponed.

Sf,CTION III IEDERAL AWAR.D FINDINGS AND QUf,STIONED COSTS

No findings are reponed.
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